26 CFR 601.201: Rulings and determination let:presumptively constitutes a triggeringvice may provide a general information
ters. event for purposes of § 1.1503-letter in response to inquiries in areas on
Rev. Proc. 97—7 2(g)(2)(iii), has been added to reerpt theeither Iist.. _ _

' ' Service’'s view that the stated issues These lists are not all-inclusive. Fu-

SECTION 1. PURPOSE AND require fact and circumstance determinaure revenue procedures may add or
NATURE OF CHANGES tions that are not the proper subject otlelete items. The Service may also
advance letter rulings and determinatiomecline to rule on an individual case for
.01 Purpose letters. reasons peculiar to that case; such deci-
This revenue procedure updates Rev. sions will not be announced in the
Proc. 96-7, 1996-1 C.B. 559, by pro-SECTION 2. BACKGROUND AND Internal Revenue Bulletin.
viding a list of subject matters under theSCOPE OF APPLICATION .02 Scope of Application

This revenue procedure does not pre-
lude District Directors, the Assistant
Commissioner (International), or Chiefs,
Appeals Offices from submitting re-
guests for technical advice in the areas

Isted to the Office.

jurisdiction of the Associate Chief

) : . .01 Background
Counsel (Internanonal) in .wh|ch_ the Whenever appropriate to sound ta
Internal Revenue Service will not issue

administration, the Service answers in

?e?éargczelittgrggl'g%s_go[isgsettirem;nu?gzguiries from individuals and organiza-
: : : I€%ions about their status for tax purpose

matters under the jurisdiction of th.eand the tax effects of their acts or

Associate Chief Counsel (Domestic) i : -
which the Service will not issue advancgtransactlons, before the filing of retumssecTioN 3, AREAS IN WHICH

letter rulings or determination letters. 0!, _reports that ‘are required by the pTTER RULINGS OR

Internal Revenue Code. There are, hOWDETERMINATION LETTERS WILL
02 Changes ever, areas where the Service will NONQT BE |SSUED

(1) Old sections 3.01(4) and 4.01(23)issue advance letter rulings or determi-
dealing with § 7701, have been deletegyation letters, either because the issues .01 Specific Questions and Problems
to reflect the new provisions undergre inherently factual or for other rea- (1) Section 871(g).—Special Rules
§ 301.7701-1, -2, and -3 of the regulaggons, This revenue procedure lists thoster Original Issue Discount.—Whether a
tions dealing with partnershipSeeT.D. greas. debt instrument having original issue
8697. Section 3 gives areas in which addiscount within the meaning of § 1273

(2) New section 3.01(4), dealing withyance letter rulings and determination®f the Internal Revenue Code is not an
the issues of whether, for purposes ofyi| not be issued under any circum-original issue discount obligation within
§ 1503(d), a net operating loss is a duadtances. Section 4 gives areas in whicthe meaning of § 871(g)(1)(B)(i) when
consolidated loss, or whether the condithey will not ordinarily be issued; in the instrument is payable 183 days or
tions for rebutting the presumption of athese areas, unique and compelling redess from the date of original issue
triggering event are satisfied, has beegons may justify issuing a letter ruling(without regard to the period held by the
added to reflect the Service's view thalyr determination letter. A taxpayer whotaxpayer).
the stated issues require inherently facyians to request a letter ruling or deter- (2) Section 894.—Income Affected
tual determinations that are not thepjnation letter in an area described irby Treaty.—Whether a person that is a
proper subject of advance letter rulingssection 4 should contact (by telephoneesident of a foreign country and derives
and determination letters. or in writing) the Office of Associate income from the United States is en-

(3) New section 4.01(17), dealingChief Counsel (International) (hereinaf-titled to benefits under the United States
with the issue of what constitutes ater “the Office”) prior to making such income tax treaty with that foreign
substantial new line of business forrequest and discuss with the Office the&ountry pursuant to the limitation on
purposes of & 936(j)(9)(B), has beerunique and compelling reasons that théenefits article. However, the Service
added to reflect the Service’s view thataxpayer believes justify issuing suchmay rule regarding the legal interpreta-
such determinations should not be madgtter ruling or determination letter. tion of a particular provision within the
on a case by case basis until the Serviog/hile not required, a written submissionrelevant limitation on benefits article.
issues regulations or a revenue rulings encouraged since it will enable Office (3) Section 954.—Foreign Base Com-
reflecting its position regarding whatpersonnel to arrive more quickly at anpany Income.—The effective rate of tax
constitutes a new line of business folunderstanding of the unique facts othat a foreign country will impose on
purpose of this new Code section. each case. A taxpayer who contacts thiacome.

(4) New section 4.01(22), dealingOffice by telephone may be requested to (4) Section 1503(d).—Dual Consoli-
with the issue of whether an eventprovide a written submission. The Serdated Loss.—Whether the conditions un-
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der the regulations for excepting a netssue or subchapter C rulings are reef a foreign government are primarily in
operating loss of a dual resident corpoguested in the context of reorganizationsonnection with such commercial activi-
ration from the definition of a dual or liquidations involving foreign corpo- ties.
consolidated loss, or for rebutting therations. (These matters are dealt with in (9) Section 894.—Income Affected
pr_esumption that an event constitutes getail in § 7.367(b) of the Temporaryby Treaty.—Whether a taxpayer has a
triggering event for purposes of|ncome Tax Regulations.) permanent establishment in the United
> 02 General Ateas. o SS1% (@) Section 864.—Definitions and ' T T BN Al B e e
(1) The prospective application of theSpemaI R.ules.—Whether a taxpayer !éattributable to a permanent establish-
ngaged in a trade or business withi - ;
estate tax {o the property or the estate Yhe United States, and whether income ent in the United States.
a living person, except that letter rulings. ; ' : (10) Section 894.—Income Affected
may be issued on any international® effectively connected_ with the_ Con'by Treaty.—Whether the income re-
issues in a ruling request accepted pufUct Of a trade or business within thecejyeqd by a nonresident alien student for
suant to Rev. Proc. 88-50, 1988—2 C.pYnited States; whether an instrument igeryices performed for a university or
711, and section 5.05 of Rev. Procd security as defined in § 1.864-2(C)pther educational institution is exempt
97-1. (2); whether a taxpayer effects transfrom federal income tax or withholding
(2) The federal tax consequences ofctions in the United States in stocksinder United States income tax treaties
proposed federal, state, local, municipalof securities under § 1.864-2(c)(2)with Belgium, China, Cyprus, Egypt,
or foreign legislation. whether an instrument or item is aFinland, France, Iceland, Japan, Korea,
(3) Whether reasonable cause existgommodity as defined in 8§ 1.864-—Morocco, the Netherlands, Norway, Pa-
under Subtitle F (Procedure and Admin2(d)(3); and for purposes of § 1.864-kistan, the Philippines, Poland, Roma-
istration) of the Code. 2(d)(1) and (2), whether a commodity ishia, and Trinidad and Tobago. Rev.
(4) Whether a proposed transactio®f a kind customarily dealt in on anProc. 87-8, 1987-1 C.B. 366, as modi-
would subject a taxpayer to criminalorganized commodity exchange, andied by Rev. Proc. 93-22, 1993-1 C.B.
penalties. whether a transaction is of a kind cus535, and as modified by Rev. Proc.
(5) Any area where the letter rulingtomarily consummated at such place93-22A, 1993-2 C.B. 343.

request does not comply with the re- (4) Section 871.—Tax on Nonresident (11) Section 894.—Income Affected
quirements of Rev. Proc. 97-1. Alien Individuals.—Whether the income by Treaty.—Whether the income re-
(6) Any area where the same issue igarned on contracts that do not qualify€ived by a nonresident alien perform-
the subject of the taxpayer’s pendingas annuities or life insurance contract9 research or teaching at a university
request for competent authority assisbecause of the limitations imposed byS_€xempt from federal income tax or
tance under a United States tax treat§ 72(s) and § 7702(a) is portfolio inter-Withholding under United States income
(7) A “comfort” ruling will not be est as defined in § 871(h). tax treaties with Belgium, China, Egypt,
issued with respect to an issue that is (5) Section 881.—Tax on Income ofniand. France, Hungary, Iceland, ltaly,
clearly and adequately addressed bforeign Corporations Not Connected’@Maica, Japan, Korea, Luxembourg, the
statute, regulations, decisions of a couriwith United States Business.—Whethef\etherlands, Norway, the Philippines,
tax treaties, revenue rulings, or revenughe income earned on contracts that dh°/and. Romania, Sweden, Trinidad and
procedures absent extraordinary circumaot qualify as annuities or life insurance, ©?ag0: the former Union of the Soviet
stances (e.g., a request for a letter rulingontracts because of the limitations im-ccialist Republics, and  the "United
required by a governmental regulatoryposed by § 72(s) and § 7702(a) is port!(mgdom' Rev. Proc. 87-9, 1987-1 C.B.

authority in order to effectuate the trans{olio interest as defined in § 881(‘3)'?88:3, _als (r:n%difgesds b)e/m?je\elx.s Prgoocdifgea:j_zbzy,

) Governments and of Intemational Orgar ey ,7'0%, 93224 1993-2 CB. 343
EE?;&%NRﬁuﬁFéESAgFl{N WHICH nizations.—Whether income received b%y(l'%aeitey(.:y\?thtgr?e.r Itr;]ceorrilrelc(;Ar;f:cttraed_
DETERMINATION LETTERS WILL local governmental authorities of thecejyeq by a nonresident alien teaching at
NOT ORDINARILY BE I1SSUED Unlted.Klngdom from certain United university is exempt from federal
States investments of money allocable t9,-;me tax or withholding under United
.01 Specific Questions and Problemgheir superannuation funds is exempkiates income tax treaties with Austria,
(1) Section 367(a).—Transfers offfom federal income taxation. Denmark, the Federal Republic of Ger-
Property from the United States.— (7) Section 892.—Income of Foreignmany, Greece, Ireland, Pakistan, and
Whether an oil or gas working interestGovernments and of International Orgaswitzerland. Rev. Proc. 87-9, 1987-1
is transferred from the United States fomnizations.—Whether a foreign govern-c B. 368, as modified by Rev. Proc.
use in the active conduct of a trade oment is engaged in commercial activitie®3-22 1993-1 C.B. 535, and as modi-
business for purposes of § 367(a)(3)for purposes of § 892, and whethefied by Rev. Proc. 93-22A, 1993-2 C.B.
and whether any other property is sdncome received by a foreign govern-343,
transferred, where the determination rement is derived from the conduct of (13) Section 894.—Income Affected
quires extensive factual inquiry. such commercial activities. by Treaty.—Whether a foreign recipient
(2) Section 367(b).—Other Trans- (8) Section 893.—Compensation ofof payments made by a United States
fers.—Whether a foreign corporation isEmployees of Foreign Governments angerson is ineligible to receive the ben-
considered a corporation for purposes dinternational Organizations.—Whether efits of a United States tax treaty under
any nonrecognition provision listed inforeign government is engaged in comthe principles of Rev. Rul. 84-152,
§ 367(b), and related issues, unless thmercial activities for purposes of § 893,1984-2 C.B. 381, as modified by Rev.
letter ruling presents a significant legaland whether the services of an employeRul. 85-163, 1985-2 C.B. 249, and
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modified and clarified by Rev. Rul.
89-110, 1989-2 C.B. 275, ard Rev. Rul.
84-153 19842 C.B. 383 as modified
by Rev. Rul. 85-163 19852 C.B. 249,
ard modified ard clarified by Rev. Rul.
89-110, 19892 C.B. 275.

(14) Sectim 894.—Incone Affected
by Treat.—Whethe a recipient of pay-
ment is or has been a residen of a
county for purposs of ary United
States tax treay. Pursuah to § 1.884—
5(f), howeve, the Servie may rule
whethe a corporation representig that
it is a residem of a county is a
qualified residen thered for purpose of
§ 884.

(15) Sectin 901.—Taxes of Foreign
Countriss and of Possessio of the
United States.—Whethea persm claim-
ing a credi has establishedbasel on all
of the relevan facts and circumstances,
the amoun (if any) paid by a dual
capaciy taxpaye unde a qualifying
levy tha is nat paid in exchang for a
specifc economé benefit See § 1.901-
2A(c)(2).

(16) Sectiors 927, 936, 954, 993.—
Manufactured Product.—Whether a
produd is manufacturd or producel for
purposs of 8§ 927(a), § 936(h)(5),
§ 954(d) ard § 993(c).

(17) Sectim 936.—Puerd Rico and
Possessio Tax Credit.—Wha consti-
tutes a substantibline of business.

(18) Sedion 956 —Investment of
Earning in United States Propery.—
Whethe a pledge of the stok of a
controlled foreign corporatia is an indi-
reda pledee of the asses of tha corpora-
tion. See § 1.956-2(c)(2).

(19) Sectim 985.—Functionh Cur-
reng.—Whethe a curreng is the func-
tiond curreny of a qualified business
unit.

(20) Section 989(a).—Qualifiel Busi-
nes Unit.—Whethe a unit of the tax-
paye’s trace or busines is a qualified
busines unit.

(21) Sectimn 1058.—ransfes of Se-
curities unde Certan Agreements.—
Whethe the amount of ary payment
describé in § 1058(b)(3 or the amount
of ary otha paymem mace in connec-
tion with a transfe of securitis de-
scribed in § 1098 is from souces
within or without the United States the
characte of such amounts ard whether
the amouns$ constitue a particula kind
of income for purposs of ary United
States income tax treay.

(22) Section 1503(d).—Dué& Consoli-
datel Loss.—Whethe an even pre-
sumptivey constitute a triggering event
for purpose of § 1.1503-2(g)(2)(iii)-

(A)(1)—(7), apat from possibe rebuttal
of the presumptio unde § 1.1503-
2(9)(2)(iii)(B). Se= sectim 3.01(4) Rev.
Proc 97-7.

(23) Sedion 2501—Impositin of
Tax.—Whethe a partnershp interes is
intangibe propery for purposs of §
2501(a)(2 (dealig with transfes of
intangibke propery by a nonresidetinot
a citizen of the United States).

(24) Sectim 7701.—Tax on Nonresi-
dert Alien Individuals.—Whethe an
alien individud is eithe a residen or a
nonresideh of the United States in
situatiors where the determinatio de-
pend on facts tha canna be confirmed
until the close of the taxabk yea (in-
cluding for example the lengh of the
alien's stay or the natue of the alien's
activities).

(25) Sedion 7701L—Definitions.—
Whethe an estae or trug is a foreign
estaé or trug for federa income tax
purposes.

(26) Sedion 7701L—Definitions.—
Whethe an intermedia¢ entity is a
condut entity unde sectim § 1.881-
3(a)(4) whethe a transactio is a fi-
nancirg- transactio~ unda- sectim
§ 1.881-3(a)(ii) whethe the participa-
tion of an intermedia¢ entity in a
financing arrangemenis pursuan to a
tax avoidane® plan unde sectin
§ 1.881-3(b) whethe an intermediate
entity perforns significart financing ac-
tivitiess under- section- 8§ 1.881
3(b)(3)(ii); whethe an unrelate inter-
mediate~ entity- would- not— have
participatel in a financing arrangement
on substantialf the sane terms under
section § 1.881-3(c).

.02 GenerhAreas

(1) Whethe a taxpaye has a busi-
nes purpog for a transactio or ar-
rangement.

(2)(@ Situatiors where ataxpaye or
arelatal party is domiciled or organized
in a foreign jurisdiction with which the
United States does not hawe an effective
mechanim for obtainirg tax information
with respet to civil tax examinations
and crimind tax investigations which
would precluce the Servie from obtain-
ing information locatal in sud jurisdic-
tion tha is relevan to the analyss or
examinatio of the tax issue involved
in the ruling request.

(b) The provisions of subsectia
4.02(2)(3 abowe shal not apply if the
taxpaye or affected related party (i)
consent to the disclosue of all relevant
information requestd by the Servie in
processig the ruling reques or in the
coure of an examinatio to verify the
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accurag of the representation made
ard to otherwig analyz or examire the
tax issues involved in the ruling request,
ard (ii) waives all claims to protection
of bark or commercia secreg laws in
the foreign jurisdiction with respet to
the information requestd by the Sa-
vice. In the evert the taxpaye’'s or
relatad partys consemn to disclog rel-
evart information or to waive protection
of bark or commercié secreg is dete-
mined by the Servie to be ineffective
or of no force and effect, then the
Servie may retroactivey rescird any
ruling renderéd in reliane on such
consent.

SECTION 5. EFFECT ON OTHER
REVENUE PROCEDURES

Rev. Proc 96-7 is superseded.
DRAFTING INFORMATION

The principd autho of this revenue
procedue is Gerad Traficant of the
Office of Associaé Chiegf Counsé (In-
temational). For further information
abou this revene procedure please
conta¢ Mr. Traficant at (202 874-5740
(nat atoll-free number).




