Notice of Proposed Rulemaking FOR FLRTHER INFORMATION CON- spect to these interest¥he collection of

and Notice of Public Hearing TACT: Concerning the regulations,information is mandatgr The likely re-
Christopher Kellg, 202-622-3860; con- spondents will be individuals and lus
Return Requirement for United cerning the hearing and submissions afesses or other fgrofit organizations.
States Persons Owning Interests  written comments, Michael Slaugite  The burden of complying with the pro-
in Foreign Partnerships 202-622-7190 (not toll-free calls). posed collection of information required
to be reported on Form 8865 is reflected
REG-209060-86 SUPPLEMENARY INFORMATION: in the burden for Form 8865.

The burden of complying with the pro-
posed collection of information in

The collection of information con- §1.6046A-1(f)(1)(ii) is as follows:

ACTION: Notice of proposed rulemak-tained in this notice of proposed rulemak- Estimated total annual reporting rbu
ing and notice of public hearing. ing has been submitted to thdfige of den: 250 hours.

Management and Budget for review in ac- EStimatéd annual burden per respo
SUMMARY: This document contains cordance with the Paperwork Reductiof€Nt: -25 hours to 1 houvith an average
proposed regulations under sectiomct of 1995 (44 U.S.C. 3507(d)). Com-°f -5 hours.
6046A of the Interal Revenue Code rements on the collection of information_ EStimated number of respondents:
lating to return requirements for certainshould be sent to th@ffice of Manage-
United States persons who acquire or disnent and Budget Attention: Desk @fi-
pose of an interest in a foreign partne cer for the Department of ¢hTreasuy,
ship, or whose interest in a foreign partoffice of Information and Regulapif- /" @9€ncy may not conduct or sponso

and a person is not required to respond to,

nership changes substantiallThese fajrs Washington, DC 20503, with copies o of information Unless it i
proposed regulations would provide guidyg the Internal Revenue ServiceAtten- 2 ©0"€CH intormation uniess 1l

ance to United States persons who mugbn: |RS Reports Clearancefer plays a valid control number assigned by
file such a return This document also op:Fs:fp Washington, DC 20224, Com.he dfice of Management and Budget.

provides notice of a public hearing ofyents on the collection of information,, 0OKS OF records relating to a collec-
these proposed regulations. must be received by November 9, 199 ion of information must be retained as

c ¢ el ted Tong as their contents may become mater-
DATES. Written comments must be re- (Uvnr?;f:e? ?r:z SFr)gci)!sCead)::;Tlgzteisneofoi:.ial in the administration of any internal
ceived by November 9, 1998. Outiines of % ™ brop revenue lw. General, tax returns and
. . . ormation is necessary for the
topics to be discussed at the public he

proper p_eli'ax return information are confidential, as

aJ- .
ing scheduled for November 10, 1998, 6ftormance of the functions of the IRS, 'n'required by 26 U.S.C. 6103.

10 a.m.. must be received by October 2(uiluding whether the information will have
1998' b Y practical utility; Backgound

The accuracy of the estimated burden )
ADDRESSES: Send submissions toassociated with the proposed collection offXPayer ReliAct of 1997

CC:DOM:CORP:R (REG-209060-86),information (see below); _ In the Taxpayer ReliAct of 1997
room 5226, Internal Revenue Service, How the qualy, utility, and clarity of (TRaA 1997), Public Law 105-341(1
POB 7604, Ben Franklin Statiomyash- the information to be collected may be ensia: 983 (1997)), Congress significantly
ington, DC 20044. Submissions may bganced; modified the information reportinger
hand delivered between the hours of 8 How the burden of complying with the quirements with respect to foreign par
a.m. and 5 p.m. to CC:DOM:CORP:RProposed collection of information maynerships under sections 6038, 6038B and
(REG-209060-86), Coutiss Desk, In- be minimized, including through the ap6046a (and also amended section
ternal Revenue Servic#] 11 Constitution Plication of automated collection tec 501(c)(8) to provide that the statute of
Avenue NV, Washington, DC Alterna- niques or other forms of information techjimitations on the assessment of tax under
tively, taxpayers may submit commentgology; and section 6038, 6038B and 604@loes not
electronically via the Internet by selecting Estimates of the capital or start-upexpire until three years after the informa-
the “Tax Regs” option of the IRS Homecosts of operation, maintenance, and pution required under those sections is re-
Page, or by submitting comments directlghase of services to provide information.ported) These regulations under section
to the IRS Internet site at: http://wwirs. The collection of information in these6046A are being proposed along with reg-
ustreas.gov/prod/tax_regs/comments.htmfegulations is in §1.6046A=1IThis infor- ulations under sections 6038 (reporting
A public hearing has been scheduled tmation is required by the IRS to identifywith respect to certain foreign partae
be held in room 2615, Internal Revenu&nited States persons with significant inships) and 6038B (reporting of certain
Building, 1111 ConstitutionAvente NW, terests in foreign partnerships and to enransfers to foreign partnershipsThe
Washington, DC. sure the correct reporting of items with retRS is also developing a comprehensive

AGENCY: Internal Revenue ServicePaperwork ReductimAct
(IRS), Treasuy.
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occasion.
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form (Form 8865) for reporting under allequal to 10 percent of the capital interestime and Place for Filing Return

of these provisions. A draft version of theor profits interest in a partnership, and an _ .

form will be issued for public commentinterest to which 10 percent of the deduc- S€ction 6046A(c) provides that any re-
while the proposed regulations are outions or losses of a partnership are alldum required by section 6046A(a) must

standing. cated. be filed on or before _the 90th day after the
day on which the United States person be-

Section 6046A Partnerships Excluded From Application comes liable to file it, or on or before a
of Subchapter K later day prescribed in regulations. After

Section 6046A was added to th? Inter- ) ) ) section 6046A was enacted, the IRS an-
nal Revenue Code (Code) by section 405 The reporting requirements of this sechoynced that the regulations would pro-

of the Tax Equity and Fiscal Responsibiltion shall not apply in respect of any foryige that any return would be considered
ity Act of 1982 (TEFRA), Public Law 97— eign partnership which is an eligible parttimely filed if filed on or before the 90th
248 (96 Stat. 669 (1982)), and, prior tership described in §1.761-2(a) that hagay following the date of publication of
amendment by TRA 1997, required revalidly elected pursuant to §1.761+he regulations, even if the date of filing
porting of acquisitions and dispositions ob(b)(2)(i) to be wholly excluded from the was more than, 90 days after a reportable
interests in foreign partnerships as well agpplication of subchapter K. Nor shall thesyent. Announcement 83—5 (1983-2
of substantial Changes in proportional inreporting requirements of these proposq@h.B. 31) Thus. no returns under section
terests in such partnerShipS. Section 114§gu|aﬂons app|y to any foreign partner6046A have bee,n required to be filed to
of TRA 1997, Public Law 105-34 (111ship validly deemed to have whollyqate.

Stat. 983 (1997)), amended sectioBlected out of the provisions of subchapter Rather than require a return to be made
6046A, to provide that reporting is re-k as specified in §1.761-2(b)(2)(i). Tax-within a specified period after a re-
quired only when the interest acquiredpayers are reminded, however, that a prgortable event, under the proposed regu-
disposed of, or substantially changed is &bndition to being an “electing-out’ part-jations a return under section 6046A
least a 10-percent interest in the partnefrership is that, as provided inyguld generally be required to be filed

ship. §1.761-2(a)(1), “[tlhe members of suchyith the United States person’s income
Explanation of Provisions organization must be able to compute thejax return for the taxable year during

income without the necessity of computwhich a reportable event occurs (or on the
Filing Requirement ing partnership taxable income.” The IR§orm 8865 for the foreign partnership’s

h q lati . and Treasury are concerned that in certaigxable year in which the reportable event
€ proposed reguiations reéqui® ases the necessary books and records gecurs  (filed in accordance with

United States person to report the inforyq peing maintained to allow verificationgg1.6038-3(e) and (h)) if the United
mation requmfd under section 6,,046AW'tqhat such computations can indeed bstates person is also required to report
respect to a “reportable event' on ForMmyaqe without regard to the partnership. inder proposed regulation §1.6038-3(a)).

2323V:llirtlﬁlogr;a\\c’t;)()enctl?_?éurcneg[; |LrJ1|S:0 rpeei;'ri{qappears that, in the absence of a repostowever, a return for a reportable event
) ~Jing requirement under this section, th i i
Partnerships”. The proposed regulatio g req &ould not be required to be filed before

"hembers of the “electing-out” partnershighe 90th day after the event. A reportable

];O\lﬁ)r; ttr;emsts\;:]te(f)ng: (;f::neu;aSirt(iag)rc]) rtbablﬁanmt make such separate computationsyent occurring within 90 days of the due

United States person of atqleast a 10-);er[ﬁis exception to the reporting requiredate for a taxpayer’s return may be re-
. . . . ents will be reconsidered. i i -

cent interest in a foreign partnership, (2) a Fuorrrtledo?%2;(E>remr§§)g?t2:je%r\:w;hsth;Zte

disposition by a United States person of &xception for Certain International Form 8865 filed with the taxpayer's re-

least a 10-percent interest in a foreigGatellite Partnerships )
partnership, or (3) a change in a United P turn for_ the ne_xt taxable year. If reqwre_d
States person’s proportional interest in a The proposed regulations contain aRy the instructions to Form 8865, a dupli-

foreign partnership that is equivalent to gxception to the filing requirement forCate return under section 6046A must also
least a 10-percent interest in the partnegertain international satellite partnershipde filed.
ship. However, the proposed regu|ation§ecti0n 406 of TEFRA provides that sec- In Ce_rtam mrcumstancgs,- the proposed
exclude from the definition of a re-tion 6031 and 6046A do not apply to théegulations would also eliminate the need
portable event any acquisition of an interlnternational Telecommunications S<’:1te|t_0r two or more L{mted States persons to
est in, or change in proportional intereslite Organization, the International Mar-file Form 8865 W_Ith respect to the_same
in a foreign partnership resulting from atime Satellite Organization, or any Orga_reportable gvent in the case of attribution
transfer by a partner also subject to the réization which is a successor of eithepf ownership.
porting requirements under sectiororga_u?ization. Although 'Fhe _InternationaIEffectiVe Dates
6038B. Maritime Satellite Organization has been

Under section 6046A(d), a 10-percensubsequently renamed the International The proposed regulations are generally
interest is defined by cross-reference tbMobile Satellite Organization, no legisla-effective for reportable events occurring
section 6038(e)(3)(C) and regulations istion has been enacted that would elimien or after January 1, 1998. The proposed
sued under that provision, and means diate the exception provided by sectiomegulations would relieve a United States
rect or indirect ownership of a interest06 of TEFRA. person from having to file a return under
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section 6046A for reportable events oc- The rules of 26 CFR 601.601(a)(3)n more than one foreign partnership, the
curring prior to January 1, 1998. Furtherapply to the hearing. United States person must file a separate
more, the return period for reportable Persons that wish to present oral conreturn for each partnership.
events occurring on or before the date thatents at the hearing must submit written (b) Definitions—(1) Reportable
final regulations are published in thed- comments and an outline of the topics tevent—(i) General rule. For purposes of
eral Registerwould generally be ex- be discussed (preferably a signed originalection 6046A and this section,re-
tended for one taxable year. and eight (8) copies) by October 20, 199&ortable evenmeans—

A period of 10 minutes will be allotted (A) An acquisition by a United States
for each person making comments. person of at least a 10-percent interest in a

It has been determined that this notice An agenda showing the scheduling oforeign partnership;
of proposed rulemaking is not a Signifi_the speakers will be prepared after the (B) A disposition by a United States
cant regulatory action as defined in gcleadline for receiving outlines hasperson of at least a 10-percent interest in a
12866. Therefore, a regulatory assesfassed. Copies of the agenda will bforeign partnership; or
ment is not required. It has also been dévailable free of charge at the hearing. (C) Any change in a United States per-
termined that section 553(b) of the Ad'Drafting Information son’s pro.portion_al intgrest in a foreign
ministrative Procedure Act (5 U.S.C. partnership that is equivalent to at least a
chapter 5) does not apply to these pro- The principal author of these proposedO-Percent interest in the partnership.
posed regulations. It is hereby certifiedegulations is Christopher Kelley of the (i) Exception. If a United States per-
that the collection of information con-office of Associate Chief Counsel (Inter-SON @cquires an interest in a foreign part-
tained in these proposed regulations wiljational). However, other personnel fronfi€rship (or the amount of such interest
not have a significant economic impact ofhe IRS and Treasury Department particichanges) as a result of a transfer subject to
a substantial number of small entitiespated in their development. the reporting requirements under section
This certification is based on the fact that 6038B, the United States person will not
the amount of time required to complete oEoE oo be required to also report the acquisition
the form and file the information required r change) under section 6046A(a).
under these regulations is brief and wil (2) 10-percent interest.Under section
not have a significant impact on those Accordingly, 26 CFR part 1 is pro-6046A and this section, B0-percent in-

Special Analyses

Froposed Amendments to the Regula’tior‘éJ

small entities that are required to providg@osed to be amended as follows: terestin a partnership is an interest de-
notification. Furthermore, the number of scribed in section 6038(e)(3)(C) and the
small entities that will be required to file PART 1—INCOME TAXES regulations thereunder.

the form is not significant. Accordingly, a
Regulatory Flexibility Analysis under the
Regulatory Flexibility Act (5 U.S.C.

Paragraph 1. The authority citation for (3) United States person. United States

part 1 is amended by adding an entry jpersonmeans a person described in sec-

numerical order to read in part as follows!o" 7701(2)(30).

chapter 6) is not required. Pursuant to Authority: 26 U.S.C. 7805 * * * (4) Foreign partnership. Foreign part-

section 7805(f) of the Internal Revenue ' R nershipmeans any partnership that is a

Code, these regulations will be submitte@ection 1.6046A—1 also issued under 26foreign partnership under sections

to the Chief Counsel for Advocacy of they.S.C. 6046A. * * * 7701(a)(2) and (5).

Small Business Administration for com- _ _ (c) Content of return.In respect of ac-

ment on their impact on small business. ~ Par. 2. Section 1.6046A-1 is added tqisitions and dispositions of, and
read as follows: changes in interest described in section

Comments and Public Hearing C
§1.6046A—1 Return requirement for 6046A(a), the return must contain infor-

Before these proposed regulations argnited States persons owning interests iif/ation in such form or manner as Form
adopted as final regulations, considergpreign partnerships. 8865 (and its accompanying instructions)
tion will be give to any written comments prescribes with respect to reportable
(preferably a signed original and eight (8) (a) Return requirement(1) General events, including—
copies) that are submitted timely to théule. If a reportable event occurs with re- (1) The name, address, and taxpayer
Internal Revenue Service. All commentspect to the interest of a United States pedentification number of the United States
will be made available for public inspec-son in a foreign partnership, the Unitegberson required to file the return;
tion and copying. States person is required to report the (2) The name, address, and taxpayer

A public hearing has been schedulegvent on Form 8865, “Information Returnidentification number, if any, of the for-
for Tuesday, November 10, 1998, at 10f U.S. Persons With Respect To Certaigign partnership;

a.m., in room 2615, Internal Revenud-oreign Partnerships”, except as provided (3) The name of the country under the
Building, 1111 Constitution Avenue NW, in paragraphs (b)(1)(ii), (e), (g) or (h) oflaws of which the foreign partnership was
Washington, DC. Because of access réhis section. organized, and the date of formation;

strictions, visitors will not be admitted be- (2) Separate return for each partner- (4) For each reportable event, the date
yond the Internal Revenue Building lobbyship. If a United States person is requireaf the event, the type of event (acquisi-
more than 15 minutes before the hearingnder section 6046A and this section ttion, disposition, or change in partnership
starts. report an event with respect to an interegtterest), and the United States person’s
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percentage interest in the foreign partner- (ii) The person is required to file a re- (h) Exclusion for satellite oganiza-
ship before and after the event; and turn solely by reason of attribution oftions. The return requirement of section
(5) For an acquisition, disposition orownership from a United States persoB8046A does not apply to the International
change #ecting the United States per-(as determined under the rules of sectionelecommunications Satelliter@aniza-
soris interest in partnership capital, prof6038(€)(3) and the regulations thereuntion (or a successor organization) or the
its, losses, or deductions, the fair marketer); and International Mobile Satellite @aniza-
value of the interest acquired, disposed of, (iii) A person from whom ownership istion (or any other manization that is a
or changed. attributed furnishes all of the informationgccessor to the International Maritime
(d) Time and manner for filing required under this section with respect tgatelite Qganization).
returns—(1) General rule Except as pro- the reportable event. (i) Failure to comply withreportingre-
vided in paragraph (d)(2) of this section, (2) Statementequired. A United States qyiremens—(1) Failure to compy. A
the Form 8865 must be filed with the inP€rson who does not furnish an informagjjre to comply with the requirements of
come tax return (including a partnershipion return under the provisions of par . tion 6048 includes—
return of income) of the United Stategraph (e)(1) of this section must file a (i) The failure to report at the proper
person for the taxable year in which thé&tatement with the perssnncome tax re- ;o anq i the proper manner any infor-

reportable event occurs, and must be filed™— dicating that the fil . mation required to be reported under the
by the due date (including extensions) of (1) Indicating that the filing reque "¢ i section: and
the income tax return. ment has been or will be satisfied,;

(2) Exceptios—() United States per- (1) Identiying the person who has or, () T8 P ri(rjlvésl,:?;o(r)tfe?csgr:pr)Iligizzuvrvziittﬁ
son alsorequired to file under §1.6038-Will file the return; , the requirements of this section
3(a). If the United States person required (ill) ldentifying the IRS Service Center %) genames For penalties for failure
to file under this section is also required'Nere the return was or will be filed; and, "< " * .= reportin requirements
to file under 81.6038-3(a) for the period, (iv) Providing any additional mforma_— f t_py 6046 and tF;]_ gt_ !
in which the reportable event occurredf[,Ion as 'Form 8865 an.d the accompanylngoigcfs'é’?ng and ?;03 15 Section, see see”
then the United States person must repdﬂs”ucnonS may require. 3) Statute of Iimit.ations For excep-
under this section on the Form 8865 for (f) Method (?f Reporting Except as 3 it P
the foreign partnership annual account- otherwise prowded on Form 8865, or théons 1o th_e imitations on assessment and
ing period in which the reportable evenficcomPanying Instructions, any amoumgpllegtlon " the event of a fa!lure fo pro-
gp P tequired to be reported under sectioMide information under section 6046A,

occurred (not its own taxable year) antt, e o ihis section must be expressegee section 6501(c)(8).

file with its income tax return for that year. . . i) Effective daé—(1) General rule
as provided in §1.6038-3(¢) and (h). " United States dollars, with a statement (j) (1) .

" of the exchange rates usedll state- This section applies to reportable events
(i) Reportable event less thgn 90 day%ents required on or with Form 8865 pureccurring on or after January 1, 1998.
before the due date of the United State§uant to this section must be in the Eng- (2) Reportable event prior to issuance
persors income tax'return If the date of lish language. of final regulations If a reportable event
a reportable event is less than 90 days be'(g) Reporting under this section neé- occurs on or before the date final regula-
fore the due date of the United States peggjieq of partnerships excludeddm the tions on this subject are published in the
soris income tax return for the taxableapplication of subchaptei—(1) Elec- Federal Register the Form 8865 may be
year in which the reportable event oCtio, tg he wholly excludedThe reporting filed with the United States persan
curred, the United States person may filgsquirements of this section will not apphtimely filed (including extensions)i
the Form 8865 in respect of that ret, any nited States person in respect @bme tax return for the taxable yeari
portable event with its income tax returryp, eligible partnership as described iPnediater following the taxable year in
for that taxable ygaor may file a sepa- §1.761-2(a) in which that United Stategyhich the reportable event occurs
rate Form 8865 in respect of that reperson is a partngf such partnership has '

portable event with its income tax returf,gjigly elected to be excluded from all of MichaelP. Dolan,
for the next taxable yea _ the provisions of subchapter K of chapter Deputy Commissioner of
(3) Duplicatereturns If required by 1 of the Internal Revenue Code in the Internal Revenue.

the instructions to Form 8865, a duplicatgnanner specified in §1.761-2(b)(2)(i).
Form 8865 (including attachments and (2) Deemed excludedhe reporting re- (Filed by the Gfice of the Federal Register on

schedules) must also be filed. ; : ; ; September 8, 1998, 8:45 a.m., and published in the
) L quwement_s of this section Wll,l not applyissue of the Federal Register for September 9, 1998,
(e) Persons exceptedrbm filing to any United States person in respect @5rRr. 48154)

retum—(1) Requtrements A United an eligible partnership as described in
States person otherwise required to file 81.761-2(a) in which that United States
return under this section with respect to person is a partmeif such partnership is
foreign partnership need not file a returvalidly deemed to have elected to be ex-
provided all of the following conditions cluded from all of the provisions of sub-

are met— chapter K of chapter 1 of the Internal
(i) The person does not directly own afRevenue Code in accordance with the
interest in the foreign partnership; provisions of 81.761-2(b)(2)(ii).

1998-39 |.R.B. 21 September 28, 1998



