Notice of Proposed Rulemaking Colson, (202) 622-3060; concerning subrately by beneficial owners of trust inter-

and Notice of Public Hearing missions and the hearing, LaBliYan ests The collection of information is
Dyke, (202) 622-7180 (not toll-free num-mandatoy. The likely respondents are

Reporting Requirements for bers). businesses and otherrfprofit institu-

Widely Held Fixed Investment tions.

Trusts SUPPLEMENTARY INFORMATION: Estimated total annual reporting rbu

: den: 2,400 hours.
Paperwork ReductimAct '
REG-209813-96 P ! Estimated average annual burden hours

._The collection of information containedper respondent: 2 hours.
AGENCY: Internal Revenue Serwcein this notice of proposed rulemaking has Estimated number of respondents:
(IRS), Treasury been submitted to theffire of Manage- 1,200.
ment and Budget for review in acgeo  Estimated annual frequency oé-r
dance with the Paperwork Reductiact sponses Annually (but more often for a
of 1995 (44 U.S.C. 3507(d)). Commentdérust providing information to certain per-
SUMMARY: This document contains ©n the collection of information should besons on request).
proposed regulations that define widelpent to theoffice of Management and ~ An agency may not conduct or sponso
held fixed investment trusts, clarify theBudget Attn: Desk Jficer for the De- and a person is not required to respond to,
reporting obligations of the trustees oPartment 6 Treasuy, Office of Informa- a collection of information unless it
these trusts and the middlemen connectd@n and RegulatgrAffairs, Washington, plays a valid control number assigned by
with these trusts, and provide for the comPC 20503, with copies to thiaternal the Gfice of Management and Budget.
munication of necessary tax informatiofX€vVenue ServicgAttn: IRS Reports Books or records relating to the collec-
to beneficial owners of trust interestsClearance @icer, OP:FS:fP, Washing- tion of information must be retained as
fon, DC 20224. Comments on the coIIed_OI’lg as their contents may become mater-
Lion of information should be receiveg, b ial in the administration of any internal
October 13, 1998. Comments are speciffevenue la. General, tax returns and
cally requested concerning: tax return information are confidential, as
DATES Written comments must be re- Whether the proposed collection of infequired by 26 U.S.C. 6103.

ceived ly, November 12, 1998. Regquestéormation is necessary for the proper pers
to speak (with outlines of oral commentsformance of the functions of theternal
at a public hearing scheduled for ThursRevenue Servicgincluding whether the  This document contains proposed
day, November 5, 1998 at 10 a.m. must b&formation will have practical utility; ~ amendments to the IncaTax Regula-
submitted by October 15, 1998. The accuracy of the estimated burdefions (26 CFR part 1) under section 671.
associated with the proposed collection ofhe proposed amendments are to be is-
ADDRESSES: Send submissions toinformation (see below); sued under the authority of sections 671,
CC:DOM:CORP:R (REG-209813-96), How the qualy, utility, and clarity of 6034A, 6049(d)(7), and 7805.
room 5228, Internal Revenue Servicethe information to be collected may be en- A fixed investment trust is an arrange-
POB 7604, Ben Franklin Statiodyash- hanced; ment classified as a trust under
ington, DC 20044. In the alternative, sub- How the burden of complying with the§301.7701-4(c). Beneficial interests in
missions may be hand delivered betwegproposed collection of information maythese trusts are divided into unit¥he
the hours of 8 a.m. and 5 p.m. tobe minimized, including through the ap-Service treats these trusts as grantor trusts
CC:DOM:CORP:R (REG-209813-96),plication of automated collection tec under section 671 and the owners of the
Courig’s Desk, Internal Revenue Build-niques or other forms of information techheneficial interests, or units, as the
ing, 1111 ConstitutionAvenug NW, nology; and grantors. See ReRul. 84-10 (1984-1
Washington, DC Alternatively, taxpayers  Estimates of capital or start-up cost€.B. 155); R&. Rul. 70-545 (1970-2
may submit comments electronically vieand costs of operation, maintenance, ar@B. 7); Re. Rul. 70-544 (1970-2 C.B.
the Internet by selecting th&dx Regs” purchase of service to provide infaam 6); Rev. Rul. 61-175 (1961-2 C.B. 128).
option on the IRS Home Page, or by sulion. Under the proposed regulationsyalely
mitting comments directly to the IRS In- The collection of information in theseheld fixed investment truss a fixed in-
ternet site at http://ww.irs.ustreas.gov/ proposed regulations is in 81.671-4 of theestment trust in which any interest is
prod/tax_regs/comments.htmlThe pub- Income Tax Regulations This informa- held by a middleman. For this purpose,
lic hearing will be held in room 2615, In-tion is required to enable holders of trusthe termmiddlema includes, but is not
ternal Revenue Buildingl111 Constitu- interests to report items of income, dedudimited to, a custodian of a perserac-
tion Avenue, NV, Washington, DC. tion, and credit of a widely held fixed in-count, a nominee, and a broker holding an
vestment trust under section 67Ihis in- interest for a customer in street name.
FOR FLRTHER INFORMATION CON- formation will be used by the IRS toThe IRS ad Treasury request comments
TACT: Concerning the regulations, Faitrensure that those items are reported acoon the application and scope of these defi-

1998-35 |.R.B. 9 August 31, 1998

ACTION: Notice of propose rulemak-
ing and notice of public hearing.

This document also provides notice of
public hearing on these proposed regul
tions.

ackgound



nitions, including the appropriateness of amortgage investment conduit. Sedile with the IRS a Form 1099 under these
de minimis rule as to the number of mid§1.6049-7. proposed regulations for a unit interest
dlemen. Under the proposed regulations, the rérolder must furnish to the unit interest
Interests in widely held fixed invest-sponsibility for information reporting lies holder a written statement providing the
ment trusts are often held in the stregarimarily with the person in the owner-holder with necessary tax reporting infor-
name of a middleman, who holds such inship chain who holds a unit interest for anation including: (1) the items of income
terests on behalf of the beneficial ownerdeneficial owner and is, therefore, in th¢determined in accordance with proposed
Thus, trustees frequently do not know théest position to communicate with, an&g1.671-4(j)(6)(i)), deduction, and credit
identity of the beneficial owners and argorovide tax information to, the beneficialof the trust attributable to the unit interest
not in a position to communicate necesowner. Thus, a brokerage firm that hold#older; (2) if any trust asset has been sold
sary tax information directly to such own-a unit interest directly for an individual asor otherwise disposed of during the calen-
ers. Currently, there are no tax informaa middleman will have the primary oblig-dar year, the portion of the gross proceeds
tion reporting rules specifically providing ation to report to the IRS and to provideelating to the trust asset which is attribut-
for the sharing of tax information amongax information to the individual. Simi- gble to the unit interest holder, the date of
trustees, middlemen, and beneficial owrlarly, if a unit interest is held directly by sale or disposition of the trust asset, and
ers of these trusts. an individual and not through a middlethe percentage of that trust asset that has
On December 21, 1995, final regulaMman, the trustee is to report to the IRS angken sold or disposed of; and (3) any
tions (T.D. 8633) under section 671, relatlo provide tax information to the individ- other information necessary for the unit
ing to the information reporting require-ual. Information reporting generally isinterest holder to accurately report the in-
ments of grantor trusts, were published iROt required for interests held laxempt come, deductions, and credits of the trust
1996-1 C.B. 119. See §1.671-4. Whilgecipients. Middlemen and trustees, how-attriputable to the unit interest as required
drafting the final regulations, the IRS andVer. are to make trust tax informationnger section 671.
Treasury concluded that special reportingvailable upon request to exempt recipi- | addition, to enable unit interest hold-
requirements were needed for widely hel§NtS. ) ) ers to calculate gain or loss on the disposi-
fixed investment trusts but that such guid- APPropriate adjustments may be necesion of a trust asset, if a trust sells or dis-
ance fell outside the scope of the final regi@"y t0 other information reporting rulegyoses of a trust asset during a particular
ulations. The preamble to the final regulal® Make them compatible with these proggjendar year, the proposed regulations
tions stated that the IRS and Treasurf0Sed regulations. require the trustee or middleman to in-
anticipgted providing guidance for. th('es%. Trustee or Middleman to Report to th&lude, with the .statement tp the holder, a
trusts in a sepa_rate project and invited |Rs on Form 1099 schedule showing the portion (gxpressed
comments from interested taxpayers and as a percentage) of the total fair market
practitioners regarding such guidance. Under proposed 81.671-4(j)(2)(i)(A), avalue of all the assets held by the trust that
In developing these proposed regulatrustee must report to the IRS, on the aphe trust asset sold or disposed of repre-
tions, the IRS and Treasury have contirpropriate Forms 1099, the gross amousiented as of the last day of each quarter
ued to solicit comments from the publicof trustincome (determined in accordancehat the asset was held by the trust. It is
Comments were received from various inwith proposed §1.671-4(j)(6)(i)) attribut-contemplated that, in the absence of more
dustry members and practitioners, andble to a unit interest holder who holds aaccurate information, this information
these proposed regulations take sudnterest in the trust directly and notmay be used by the unit interest holder to
comments into account. The proposethrough a middleman. Similarly, underdetermine the percentage of the holder’s
regulations are intended to clarify the reproposed 81.671-4(j)(2)(i)(B), a middle-pasis in its unit interest that the disposed
porting requirements of trustees and midnan must report for any unit interestisset represents, so that the holder may
dlemen and to ensure that beneficial owrfolder on whose behalf or account thealculate its gain or loss on the disposition
ers of trust interests receive accurate agiddleman holds an interest. (To complyf the asset.
timely tax reporting information. The With this requirement, middlemen may re- The IRS and Treasury welcome com-
IRS and Treasury welcome comments ofiuest the necessary tax information frorhents on whether the approach taken in
specific instances of industry practice thahe trustee. See the discussion below.) {Re proposed regulations to communicate
differ significantly from the framework of addition, the trustee or middleman is tonformation to enable the holder of a unit
these proposed regulations and on suggd§Port on the appropriate Form 1099 thgterest to calculate its basis in a trust
tions to tailor the reporting requirementgross proceeds from the sale or other digsset is effective, or whether a different

to account for those differences. position o_fa_ttrust asset that is attributablgpproach, which continues to be consis-
_ o to the unit interest holder. Forms 1099ent with the taxation of grantor trusts,
Explanation of Provisions are not required for any unit interestyo,id be more effective. In addition, the

- holder who is arexempt recipientas de- |Rs and Treasury invite comments on
A. General Framework of Reporting  fined in proposed §1.671-4(j)(1). whether, for trusts consisting of fungible

Rules
_ _ , C. Statements to be Furnished to the ~ @SS€tS, an approach other than the pro-
The information reporting framework Beneficial Owners of Unit Interests posed asset-by-asset approach for report-

in the proposed regulations is similar to ing sales and determining basis is admin-
that for regular interests in a real estate Every middleman or trustee required tostratively feasible or whether an
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aggregate approach would be more approeipts and disbursements method of tacome generated by the trust assets (other
priate and on the manner in which such amccounting (cash method). Although @han from the sale or other disposition of
aggregate approach would be applied. trust must provide tax information to unittrust assets). Thus, in the case of a trust
) ) holders as if the trust were a cash methdtlat receives a payment net of an expense,
D. Information to be Furnished to taxpayer, the trust must provide informathe payment must be grossed up to reflect
Middlemen by Trusts tion necessary for such holders to complihe deducted expense. Trustees must also
In general, information reporting is notWith the original issugldiscour_lt rulgs andhave_, and make :,;\vailable, information re-
required for unit interests held lzxempt other provisions requiring the inclusion ofgar_dlng _the trust’s af_fected expenses (as
recipients. To enable such persons to re(_accru?d amounts regar_dless of thdefined in §1.67.—.2T(|)_(1)) for the calen-.
ceive necessary trust information, hOW[1olders method of acgoqntmg. The IRSﬂar year. In addltlop, in the case qf a unit
ever, §1.671-4()(3)(iii) of the proposedand Treasury are continuing to study, anuhteresF hoIder that is an affected investor
regulations provides that middlemen, eX\!ve_lcome comments on, whether to refas d_efmed in §1.67—2T(r_1)(1)), the trustee
empt recipients, and certain other persor?é“re trusts to provide tax reporting infor-or middleman must provide such unit in-

may request from the trust tax informamation to accommodate the differenterest holder with information regarding

tion for a calendar quarter, computed as ethods of accounting used by the ben¢he holder’s proportionate share of the

the last day of the quarter specified, or fo icial owners of a trust. trust's affected expenses for the calendar

a calendar year, computed as of Decem- In the case of a widely held fixed in-year.

ber 31 of the year specified. The tax re\{estment trust that holds a pool of debt in- The proposed regulations also require

porting information the trust is to rnakestrume.r!Fs subject to section 127_2(a)the trl_Jst to separately state any other item
available includes: (1) all items of in_(6)((_:)(|||), the_proposed regu_latlonsthat, |f.tz.1ken into account separate_ly by
come (determined in accordance withequire that m|ddlgmen, unit interesany unit interest holder, could r.es.,ult in an
proposed §1.671-4()(6)(i)), deduction,h0|ders’ exempt recipients, gnd no_ncalenncome tax liability for that unit interest
and credit of the trust for the period Specic_ia_\r—year. t_axpayers be prowded_ with cemolder_dlfferent_ f_rom that which vyould
fied; (2) if any trust asset has been sold 5?'” additional |n_format|o_n that is necestesult if .the L_|n|t interest holder did not
othérwise disposed of during the perio ary for compliance with thg markettake the item into account separately. The
specified, the gross proceeds received cﬁscount rules and, where applicable, ged:RS and Tr_easury_ request comments on
the trust f,or the trust asset. the date of sal@" 1272(a)(6) (as ameljded by schovyhether thls rgquwement is admmilstra-
or disposition, and the pe}centage of th %04 of the Taxpayer Relief Act of 1997 tively _feas@le in the context of a widely
trust asset thélt has been sold or dispos blic Law .105—3.4., 111.Stat. 738, thgld fixed investment trust or _Whether_ a
of: (3) the number of units outstanding o 97)): This a_lddltlonal information in- different _approach, also consistent with
th;a last business day of the period Specc_Iudes information necessary to computthe taxation of grantor trusts, would be
(1) the accrual of market discount, includmore appropriate.

fied; and (4) any other information necesi-ng the type of information required under

sary for the unit _mterest holder_to accus 1.6049-7(f)(2)(i)(G) in the case of o Cgordinqtion with Backup
rately report the income, deductions, an d Withholding Rules

credits attributable to the portion of the EMIC regular interest or a collateralize
trust treated as owned by the holder, as rg?bt obligation not issued with original - gecion 1.671-4(j)(7) of the proposed

quired under section 671. In addition, if & - discount; and (2) the accrual of origeeqjations contains provisions to coordi-

; . . al issue discount and market discoun ; ;
trust asset is sold or otherwise disposed hate these regulations with the backup

during the period specified, the trust muslﬁnC éﬁ'ggtgg 43/35(3];2';](?;{23 t'(cl):r;'rz?’u;ngithh0|ding rules.

provide a sqhedule showing the portio K) in the case of a REMIC regular inter-Proposed Effective Date
(expressed in terms of a percentage) Qf

) st or a collateralized debt obligation that .
the total fair market value of all the assety i<sed with original issue discount. These regulations are proposed to
held by the trust that the asset sold or digy, |rs and Treasury request commenfPPly to calendar years beginning on or
posed of represented as of the last daygl: whether similar information reportmgafter the date that final regulations are

each calendar quarter that the trust he quirements, for example, reporting opublished in thé-ederal Register

the asset. information necessary to compute the aGpecial Analyses
E. Special Rules crual of market discount, should be ex-
tended to widely held fixed investment It has been determined that this notice

A beneficial owner of a unit interesttrusts that hold instruments (or pools 0bf proposed rulemaking is not a signifi-
must report trust items consistent with thénstruments) not subject to sectiorcant regulatory action as defined in EO
owner’s method of accounting. See, €.91,272(a)(6)(C). 12866. Therefore, a regulatory assess-
Rev. Rul. 84-10. For administrative con- To enable a beneficial owner to complyment is not required. It is hereby certified
venience, and with the intent of beindully with section 671 and section 67that these regulations will not have a sig-
consistent with industry practice, how{where applicable), 81.671-4(j)(6)(i) ofnificant economic impact on a substantial
ever, the proposed regulations require e proposed regulations requires theumber of small entities. This certifica-
trust to provide tax information as if theamount of trust income to be reported byion is based on the fact that the regula-
trust were a taxpayer using the cash rehe trustee to be the gross amount of itions generally clarify existing reporting
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obligations and are expected, for the mogtassed. Copies of the agenda will be (1) Definitions. For purposes of this
part, to have a minimal impact on indusavailable free of charge at the hearing. paragraph (j):

try practice. Thus, the regulations will , , Affected expensesThe termaffected
not result in a significant economic im-Drafting Information expensebas the meaning given that term
pact on any entity subject to the regula- 1o principal author of these regula-by 81.67-2T(i)(1).

tions. Further, the reporting burdens i s is Faith Colson, Office of Assistant Affected investorThe termaffected in-
these regulations will fall primarily on ~niaf counsel (Passthroughs and Specig?storhas the meaning given that term by
large brokerage firms, large banks, anﬂ]dustries). However, other personne§1.67—2T(h)(1).

other large entities acting as trustees %om the IRS and Treasury Department Exempt recipientAn exempt recipient

middlemen, most of which are not smal articipated in their development. is any person described in paragraphs

entities within the meaning of the Regula- (1)(2)(iv)(A) through (R) of this section.
tory Flexibility Act (5 U.S.C. chapter 6). *okox ok Middleman. A middlemanis any per-
Thus, a substantial number of small enti- son who holds an interest in an arrange-

ties will not be affected. Therefore, &’Toposed Amendments to the Regulation§ ot classified as a trust under
Regulatory FIexibi.Iity'AnaIysis under the Accordingly, 26 CFR parts 1 and 301§301.7701—4(c) of this chapter, and sub-
Regulatory Flexibility Act (5 U.S.C. o6 nronosed to be amended as follows: JECt o subpart E, part I, subchapter J,
chapter 6) is not required. Pursuant to chapter 1 of the Internal Revenue Code,
section 7805(f) of the Internal RevenudPART 1—INCOME TAXES on behalf of, or for the account of, another
Code, this notice of proposed rulemaking o erson, or who otherwise acts in a capac-
will be submitted to the Chief Counsel for Paragraph 1. The authority citation fo_ﬁy as an intermediary for the account of
Advocacy of the Small Business AdminPart 1 is amended by adding an entry i, qiper person, at any time during the cal-

istration for comment on its impact onumerical order to read as follows: endar year. A middleman includes, but is

small business. Authority: 26 U.S.C. 7805 * * * not limited to—
Section 1.671-4 also issued under 26 (i) A custodian of a person’s account,

Comments and Public Hearing U.S.C. 671, 26 U.S.C. 6034A, and 2@uch as a bank, financial institution, or

' Y.S.C. 6049(d)(7)- brokerage firm acting as custodian of an
Before these proposed regulations are Par. 2. Section 1.671-4 is amended bé( g g

adopted as final regulations, ConSiderar'evisin aragraph (a) and addin ara_CQQUHI; ' _ . o
tion will be given to any written com- g paragrap gp (ii) A nominee, including the joint

ments (a signed original and eight (855"‘3IIOh (i) to read as follows: owner of an account or instrument except

copies) that are submitted timely (in thes1.671-4 Method of reporting. if the joint owners are husband and wife;

manner described in the ADDRESSES and
caption) to the IRS. All comments will be (@) Portion of trust treated as owned by (iii) A broker (as defined in section

available for public inspection and Copylhe grantor or another persorkExcept as 6045(c)(1) and §1.6045-1(a)(1)) holding
ing. otherwise provided in paragraphs (b) anen interest for a customer in street name.
A public hearing has been schedule) of this section, items of income, deduc- Requesting personA requesting per-
for Thursday, November 5, 1998 at 1@ion, and credit attributable to any portiorsonis a person specified in paragraph
a.m., in room 2615, Internal Revenué@f a trust which, under the provisions ofj)(3)(iii)(A) of this section who is enti-
Building, 1111 Constitution Avenue, NW, subpart E (section 671 and following){led to request from the trustee the infor-
Washington, DC. Because of access r@art I, subchapter J, chapter 1 of the Intemation specified in paragraph (j)(3)(ii) of
strictions, visitors will not be admitted be-nal Revenue Code, is treated as owned liyis section.
yond the Internal Revenue Building lobbythe grantor or another person are not re- Trustee. Trustemeans the trustee of a
more than 15 minutes before the hearingorted by the trust on Form 1041, but araidely held fixed investment trust.

starts. shown on a separate statement to be at-Unit interest holder. A unit interest
The rules of 26 CFR 601.601(a)(3)ached to that form. Paragraph (j) of thitiolderis any person who holds a direct or
apply to the hearing. section provides special reporting ruleindirect interest, including a beneficial in-

Persons that wish to present oral confor widely held fixed investment trusts.terest, in a widely held fixed investment
ments at the hearing must submit writte®ection 301.7701-4(e)(2) of this chapteirust at any time during the calendar year.
comments by, November 12, 1998, angrovides guidance on how the reporting Widely held fixed investment trusé
submit an outline of the topics to be disfules in this paragraph (a) apply to an erwidely held fixed investment truist an

cussed and the time to be devoted to eagltonmental remediation trust. arrangement classified as a trust under
topic (signed original and eight (8) e o x x x 8301.7701-4(c) of this chapter, and sub-
copies) by October 15, 1998. ject to subpart E, part I, subchapter J,

A period of 10 minutes will be allotted (j) Special rules applicable to widelychapter 1 of the Internal Revenue Code,
to each person for making comments. held fixed investment trustsThe report- in which any interest is held by a middle-
An agenda showing the scheduling oing rules contained in this paragraph (jjnan.
the speakers will be prepared after thapply to any widely held fixed investment (2) Form 1099 requirement for trustees
deadline for receiving outlines hadrust. and middlemen-(i) Obligation to file
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Form 1099 with the Internal Revenue Serolder that is an exempt recipient. How{3), or (4), is met at the time a unit interest
vice. Except as provided in paragraphever, if the trustee or middleman backupolder acquires an interest in the trust.
()(2)(iv) of this section— withholds under section 3406 on pay- (1) The name of the unit interest holder

(A) Every trustee must file with the In-ments made to a unit interest holder (bezontains an unambiguous expression of
ternal Revenue Service the appropriateause, for example, the unit interestorporate status (that is, Incorporated,
Forms 1099 reporting the informationholder has failed to furnish a Form W-9nc., Corporation, Corp., P.C., (but not
specified in paragraph (j)(2)(ii) of thison request), then the trustee or middlemabompany or Co.)) or contains the teirm
section with respect to any unit interesis required to make a return under thisurance company, indemnity company,
holder who holds an interest in the trussection, unless the trustee or middlemainsurance companyr assurance com-
directly and not through a middlemanyefunds the amount withheld in accorpany,or its name indicates that it is an en-
and dance with 831.6413(a)-3 of this chaptetity listed as a per se corporation under

(B) Every middleman must file with An exempt recipient is generally exempg301.7701-2(b)(8)(i) of this chapter.
the Internal Revenue Service the apprdrom information reporting without filing  (2) The trustee or middleman has on
priate Forms 1099, reporting the informaa certificate claiming exempt status unlesfle a corporate resolution or similar docu-
tion specified in paragraph (j)(2)(ii) ofthe provisions of this paragraph (j)(2)(iv)ment clearly indicating corporate status.
this section with respect to any unit interrequire the unit interest holder to file aor this purpose, a similar document in-
est holder on whose behalf or account theertificate. A trustee or middleman maycludes a copy of Form 8832, filed by the
middleman holds an interest in the trust dn any case require a unit interest holdeaunit interest holder to elect classification
acts in a capacity as an intermediary.  not otherwise required to file a certificateas an association under §301.7701-3(c)

(i) Information to be reported.he fol- under this paragraph (j)(2)(iv) to file aof this chapter.
lowing information must be reported tocertificate in order to qualify as an exempt (3) The trustee or middleman receives a
the Internal Revenue Service on the apecipient. See 8§31.3406(h)-3(a)(1)(iii))Form W-9 which includes an EIN and a
propriate Forms 1099— and (c)(2) of this chapter for the certifi-statement from the unit interest holder

(A) The name, address, and taxpayerate that a unit interest holder must prahat it is a domestic corporation.
identification number of the unit interestvide if a trustee or middleman requires the (4) The trustee or middleman receives a
holder; certificate in order to treat the unit interestvithholding certificate described in

(B) The name, address, and taxpaydrolder as an exempt recipient under thi§1.1441-1(e)(2)(i), that includes a certifi-
identification number of the person reparagraph (j)(2)(iv). A trustee or middle-cation that the person whose name is on
quired to file the form; man may treat a unit interest holder as ahe certificate is a foreign corporation.

(C) The amount of trust income (deterexempt recipient based upon a properly (B) Tax exempt organizationAny or-
mined in accordance with paragrapltompleted form as described inganization that is exempt from taxation
()(6)(i) of this section) attributable to the§31.3406(h)-3(e)(2) of this chapter, itsinder section 501(a) is an exempt recipi-
unit interest holder for the calendar yeaactual knowledge that the unit interesént. A custodial account under section
for which the return is made; holder is a person described in this par&03(b)(7) shall be considered an exempt

(D) In the case of the sale or other disgraph (j)(2)(iv), or the indicators de-recipient under this paragraph. A trustee
position of a trust asset during the calerscribed in this paragraph (j)(2)(iv). Anyor middleman may treat an organization as
dar year, the portion of the gross proceedsmit interest holder who ceases to be amn exempt recipient under this paragraph
relating to the trust asset that is attributexempt recipient shall, no later than 1@j)(2)(iv)(B) without requiring a certificate
able to the unit interest holder; and days after such cessation, notify thé& the organization’s name is listed in the

(E) Any other information required by trustee or middleman in writing when itcompilation by the Commissioner of orga-
the Forms 1099. ceases to be an exempt recipient. For purizations for which a deduction for chari-

(i) Time and place for filing Forms poses of this paragraph (j)— table contributions is allowed, if the name
1099. The Forms 1099 required to be (A) Corporation. A corporation, as de- of the organization contains an unambigu-
filed with the Internal Revenue Service byfined in section 7701(a)(3), whether doous indication that it is a tax-exempt orga-
trustees or middlemen pursuant to paranestic or foreign, is an exempt recipientnization, or if the organization is known to
graph (j)(2)(i) of this section must be filedin addition, for purposes of this paragraplhe trustee or middleman to be a tax-ex-
on or before February 28 of the year fol{j)(2)(iv), the term corporation includes aempt organization.
lowing the year for which the Forms 109%artnership all of whose members are cor- (C) Individual retirement plan.An in-
are being filed. The returns must be fileghorations described in this paragraphividual retirement plan as defined in sec-
with the appropriate Internal Revenudj)(2)(iv), but only if the partnership files tion 7701(a)(37) is an exempt recipient.
Service Center, at the address listed in thwith the trustee or middleman a properhA trustee or middleman may treat any
instructions for the Forms 1099. For exeompleted form as described insuch plan of which it is the trustee or cus-
tensions of time for filing returns under§31.3406(h)-3(e)(2) of this chapter. Abiodian as an exempt recipient under this
this section, see 81.6081-1. For magnetient actual knowledge otherwise, a trustgearagraph (j)(2)(iv)(C) without requiring
media filing requirements, seeor middleman may treat a unit interesa certificate.

§301.6011-2 of this chapter. holder as a corporation (and, therefore, as (D) United States.The United States

(iv) Forms 1099 not requiredA Form an exempt recipient) if one of the requireGovernment and any wholly-owned
1099 is not required for a unit interestments of paragraph (j)(2)(iv)(A)(1), (2),agency or instrumentality thereof are ex-
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empt recipients. A trustee or middlemarorder (pursuant to 22 U.S.C. 288 through trustee or middleman may treat such an
may treat a person as an exempt recipieR88f). entity as an exempt recipient under this
under this paragraph (j)(2)(iv)(D) without (H) Foreign central bank of issueA paragraph (j)(2)(iv)(K) without requiring
requiring a certificate if the name of sucHoreign central bank of issue is an exemg certificate if the entity is known gener-
person reasonably indicates it is describe@cipient. A foreign central bank of issueally in the investment community to meet
in this paragraph (j)(2)(iv)(D). is a bank which is by law or governmenthe requirements of the preceding sen-
(E) State. A State, the District of Co- sanction the principal authority, othertence.
lumbia, a possession of the United Statethan the government itself, issuing instru- (L) Common trust fund. A common
a political subdivision of any of the fore-ments intended to circulate as currencyrust fund, as defined in section 584(a), is
going, a wholly-owned agency or instruSee 81.895-1(b)(1). A trustee or middlean exempt recipient. A trustee or middle-
mentality of any one or more of the foreiman may treat a person as a foreign ceman may treat the fund as an exempt re-
going, and a pool or partnership composedal bank of issue (and, therefore, as acipient without requiring a certificate pro-
exclusively of any of the foregoing are exexempt recipient) without requiring a cervided that its hame reasonably indicates
empt recipients. A trustee or middlemanificate provided that such person ighat it is a common trust fund or provided
may treat a person as an exempt recipiekimown generally in the financial commu-that it is known to the trustee or middle-
under this paragraph (j)(2)(iv)(E) withoutnity as a foreign central bank of issue or ifnan to be a common trust fund.
requiring a certificate if the name of suchts name reasonably indicates that it is a (M) Financial institution. A financial
person reasonably indicates it is describefdreign central bank of issue. institution such as a bank, mutual savings
in this paragraph (j)(2)(iv)(E) or if such (I) Securities and commodities dealerbank, savings and loan association, build-
person is known generally in the commuA dealer in securities, commodities, oling and loan association, cooperative
nity to be a State, the District of Columbianotional principal contracts that is regisbank, homestead association, credit
a possession of the United States or a ptered as such under the laws of the Unitaghion, industrial loan association or bank,
litical subdivision or a wholly-owned States or a State or under the laws of @ other similar organization, whether or-
agency or instrumentality or any one oforeign country is an exempt recipient. Aganized in the United States or under the
more of the foregoing (for example, an actrustee or middleman may treat a dealer ésws of a foreign country is an exempt re-
count held in the name of “Town of S” oran exempt recipient under this paragraptipient. A financial institution also in-
“County of T" may be treated as held by(j)(2)(iv)(l) without requiring a certificate cludes a clearing organization defined in
an exempt recipient under this paragrapifithe person is known generally in the in81.163-5(c)(2)(i))(D)8) and the Bank for
@) (V)(E)). vestment community to be a dealer meetnternational Settlements. A trustee or
(F) Foreign government.A foreign ing the requirements set forth in this paramiddleman may treat any person de-
government, a political subdivision of agraph (j)(2)(iv)(l) (for example, a scribed in the preceding sentence as an
foreign government, and any wholly-registered broker-dealer or a person listeekempt recipient without requiring a cer-
owned agency or instrumentality of eitheas a member firm in the most recent pulificate if the person’s name (including a
of the foregoing are exempt recipients. Aication of members of the National Assoforeign name, such as “Banco” or
trustee or middleman may treat a foreigwiation of Securities Dealers, Inc.). “Banque”) reasonably indicates the unit
government or a political subdivision (J)Real Estate Investment Trugtreal interest holder is a financial institution de-
thereof as an exempt recipient under thisstate investment trust, as defined in seseribed in the preceding sentence.
paragraph (j)(2)(iv)(F) without requiring ation 856 and 81.856-1, is an exempt recip- (N) Trust. A trust which is exempt
certificate provided that its name reasorient. A trustee or middleman may treat &om tax under section 664(c) (i.e., a char-
ably indicates that it is a foreign governperson as a real estate investment truisable remainder annuity trust or a charita-
ment or provided that it is known to the(and, therefore, as an exempt recipient)le remainder unitrust) or is described in
trustee or middleman to be a foreign gowithout requiring a certificate if the personsection 4947(a)(1) (relating to certain
ernment or a political subdivision thereois known generally in the investment comeharitable trusts) is an exempt recipient.
(for example, an account held in the nameaunity as a real estate investment trust. A trustee or middleman which is a trustee
of the “Government of V' may be treated (K) Entity registered under the Invest-of the trust may treat the trust as an ex-
as held by a foreign government). ment Company Act of 1940An entity empt recipient without requiring a certifi-
(G) International organization.An in- registered at all times during the taxableate.
ternational organization and any whollyyear under the Investment Company Act (O) Middlemen. A middleman, as de-
owned agency or instrumentality thereobf 1940, as amended (15 U.S.C. 80a-1fined in paragraph (j)(1) of this section, is
are exempt recipients. The temmterna- (or during such portion of the taxable yeaan exempt recipient.
tional organizationshall have the mean-that it is in existence), is an exempt recip- (P) Brokers. A broker, as defined in
ing ascribed to it in section 7701(a)(18)ient. An entity that is created during thesection 6045(c) and §1.6045-1(a)(1), is an
A trustee or middleman may treat a unitaxable year will be treated as meeting thexempt recipient.
interest holder as an international organregistration requirement of the preceding (Q) Real estate mortgage investment
zation without requiring a certificate if thesentence provided that such entity is sconduit. A real estate mortgage invest-
unit interest holder is designated as an imegistered at all times during the taxablenent conduit, as defined in section
ternational organization by executiveyear for which such entity is in existence860D(a), is an exempt recipient.
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(R) A widely held fixed investment (E) The amount of affected expenses of (i) By telephone;
trust. A widely held fixed investment the trust expressed both as a total dollar (i) By written statement sent by first
trust, as defined in paragraph (j)(1) of thimmount and as a dollar amount per undlass mail to the address provided by the
section, is an exempt recipient. outstanding on the last day of the periodequesting person;

(3) Trustee’s requirement to furnish in-requested; (iii) By causing it to be printed in a
formation to middlemen, exempt recipi- (F) In the case of a widely held fixedpublication generally read by and avail-
ents, and noncalendar-year taxpayers investment trust that holds a pool of dekdble to requesting persons and by notify-
(i) In general. The trustee must cause tdnstruments subject to section 1272(a)ng the requesting person in writing or by
be printed in a publication generally reaq6)(C)(iii), the information required by telephone of the publication in which it
by and available to requesting persongaragraph (j)(6)(ii) of this section; will appear, the date on which it will ap-
the name, address, and telephone numberG) The number of units outstanding orpear, and, if possible, the page on which it
of a representative or official of the trusthe last business day of the period rewill appear; or
who will provide the information speci- quested; and (iv) By any other method agreed to by
fied in paragraph (j)(3)(ii) of this section (H) Any other information necessarythe parties.
to such persons. The trustee must provider a unit interest holder that is the benefi- (2) Time for furnishing the information.
the information in the time and mannecial owner of a trust interest to properlyThe trustee must furnish, or cause to be
prescribed in paragraph (j)(3)(iii)(C) ofreport the income, deductions, and credifsirnished, the information specified in
this section to requesting persons who rettributable to the portion of the trustparagraph (j)(3)(ii) of this section on or
quest the information in the manner pretreated as owned by the unit interedtefore the later of—
scribed in paragraph (j)(3)(iii)(B) of this holder under section 671. For this pur- (i) The 30th day after the close of the
section. pose, the trustee shall separately state apgriod for which the information was re-

(i) Information required to be re- trust item that, if taken into account sepaguested; or
ported. For each calendar quarter or calrately by a unit interest holder, could re- (ii) The day that is 2 weeks after the re-
endar year specified, the trustee musult in an income tax liability for that unit ceipt of the request.
have available and provide, upon requesfterest holder different from that which (4) Requirement of furnishing state-
the following information computed as ofwould result if the unit interest holder didment to unit interest holder(i) In gen-
the last day of the quarter, or computed a®mt take the item into account separatelyeral. Every trustee or middleman re-
of December 31 of the year specified— (i) Providing and requesting trust in-quired to file appropriate Forms 1099

(A) The name of the trust, the namdormation—(A) Requesting persons'he under paragraph (j)(2)(i) of this section
and address of the trustee of the trust, afollowing persons that hold an interest irwith respect to a particular unit interest
the employer identification number of thea trust may request the information specholder must furnish to that unit interest
trust; fied in paragraph (j)(3)(ii) of this sectionholder (the person whose identifying

(B) The Committee on Uniform Secu-from that trust— number is required to be shown on the
rity ldentification Procedure (CUSIP) (1) Any middleman; form) a written statement showing the in-
number, account number, serial number (2) Any broker who holds a unit inter-formation required by paragraph (j)(4)(ii)
or other identifying number of the trust; est on its own behalf; of this section.

(C) All items of income (determined in  (3) Any other exempt recipient who (ii) Information required to be provided
accordance with paragraph (j)(6)(i) of thidholds an interest directly and not througlon written statement.The written state-
section), deduction, and credit of the trusg middleman; ment must specify for the calendar year
expressed both as a total dollar amount (4) Any noncalendar-year unit interesfor which the return is made the following
for the trust and as a dollar amount pdnolder who holds a trust interest directlynformation—
unit outstanding on the last day of the peand not through a middleman; and (A) The name of the trust and the
riod requested; (5) A representative or agent for a perCUSIP number, account number, serial

(D) If any trust asset has been sold aon specified in paragraphs (j)(3)(iii))(A)-number, or other identifying number for
otherwise disposed of during the periodl) through (4) of this section. the trust or unit interest;
requested, the gross proceeds received by(B) Manner of requesting information (B) The name, address, and taxpayer
the trust for the trust asset, the date of sal®m the trust. A requesting person mayidentification number of the person re-
or disposition of the trust asset, and theequest the information specified in paraguired to send the statement;
percentage of that trust asset that has begraph (j)(3)(ii) of this section in writing or  (C) All items of income (determined in
sold or disposed of. The trust must alsby telephone. The request must specifgccordance with paragraph (j)(6)(i) of this
provide a schedule showing the portiothe calendar quarters or years for whickection), deduction, and credit of the trust
(expressed in terms of a percentage) diie information is needed. attributable to the unit interest holder;
the total fair market value of all the assets (C) Time and manner of furnishing in- (D) If any trust asset is sold, or other-
held by the trust that the asset sold or di$ermation—(1) Manner of furnishing in- wise disposed of during the calendar year,
posed of represented as of the last day fifrmation. The information specified in the portion of the gross proceeds relating
the quarter for each quarter that the asgearagraph (j)(3)(ii) of this section may beo the trust asset that is attributable to the
was held by the trust; furnished as follows— unit interest holder, the date of sale or dis-
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position of the trust asset, and the percentalendar quarter or calendar year specgl.6049-7(f)(2)(ii))(E), (F), (1), and (K) in

age of that trust asset that has been soldfead, any exempt recipient listed in parathe case of a REMIC regular interest or a

otherwise disposed of. A schedule showgraph (j)(2)(iv) of this section and anycollateralized debt obligation that is is-

ing the portion (expressed in terms of aoncalendar-year unit interest holder magued with original issue discount.

percentage) of the total fair market valueequest from the middleman who holds (7) Backup withholding requirements.

of all the assets held by the trust that thiéhe unit interest on behalf of, or for the acEvery trustee and middleman filing a

asset sold or disposed of represented asanfunt of, the unit interest holder, the inForm 1099 under this section shall be

the last day of the quarter for each quartdéormation listed in paragraph (j)(4)(ii)(A) considered a payor within the meaning of

that the asset was held by the trust musitrough (G) of this section computed as 0831.3406(a)-2 of this chapter. The oblig-

be included with the statement; the last day of the calendar quarter specation of a trustee or middleman as payor
(E) In the case of a unit interest holdefied, or computed as of December 31 afo backup withhold shall be determined

that is an affected investor, the affectethe year specified. The middleman mugtursuant to section 3406 and the regula-

expenses that are attributable to the urgirovide in writing or by telephone the in-tions promulgated thereunder.

interest holder; formation listed in paragraph (j)(4)(i)(A) (8) Penalties for failure to comply.
(F) In the case of a widely held fixedthrough (G) of this section to any such reEvery trustee and middleman who has a

investment trust that holds a pool of debguester on or before the later of the 45treporting obligation under this paragraph

instruments subject to section 1272(a)(6)day after the close of the period for whicl{j) and who fails to comply is subject to

(C)(iii), the information required by para-the information was requested, or that dathe penalties provided by sections 6721,

graph (j)(6)(ii) of this section; that is 4 weeks after the receipt of the ré6722, and any other applicable penalty
(G) Any other information necessaryquest. provisions.

for a unit interest holder to properly report (6) Special rules.For purposes of this  (9) Effective date. Trustees and mid-

the income, deductions, and credit attribparagraph (j): dlemen must report in accordance with

utable to the unit interest holder under (i) Determination of trust income. this paragraph (j) for calendar years be-

section 671. For this purpose, the trusteErust income is to be determined in thginning on or after the date that the final

or middleman, as the case may be, shdbllowing manner— regulations are published in tiederal

separately state any trust item that, if (A) The trustis to be treated as a calerRegister.

taken into account separately by any undar year taxpayer using the cash receiptsPar. 3. Section 1.6049-7 is amended by

interest holder, could result in an incomand disbursements method of accountingdding a sentence to the end of paragraph

tax liability for that unit interest holder and (H(4) to read as follows:

different from that which would result if  (B) The amount of trust income for the _ . )

the unit interest holder did not take thealendar year is the gross amount of is1-6049—7 Returns of information with

item into account separately; and come generated by the trust assets (otH&SPeCt 0 REMIC regular interests and
(H) A statement that the items of in-than from the sale or other disposition of°llateralized debt obligations.

come, deduction, and credit and other irtrust assets). Thus, in the case of a trust * ok ok % %

formation shown on the statement mughat receives a payment net of an expense,

be taken into account in computing théhe payment must be grossed up to reflect (f) > _ .

taxable income and credits of the unit inthe deducted expense. (4) * * > For rules regarding a widely

terest holder on the income tax return of (i) Widely held fixed investment trusf€!d fixed investment trust that holds a

the unit interest holder. holding pool of debt instruments subjecP©°! Of debt instruments subject to section
(iii) Due date and other requirementgo section 1272(a)(6)(C)(iii).In the case 1272(@)(6)(C)(iii), see §1.671-4().

with respect to statement required to bef a widely held fixed investment trust ok % % %

furnished to the unit interest holdethe that holds a pool of debt instruments sub-

statement required to be furnished to thiect to section 1272(a)(6)(C)(iii), requestPART 301—PROCEDURE AND

unit interest holder under this paragraping persons, unit interest holders, exem@DMINISTRATION

())(4) for a calendar year must be furtecipients, and noncalendar-year taxpay- o

nished to the holder after April 30 of thaters must be provided, as required under Par- 4. The authority citation for part

year and on or before March 15 of thearagraphs ()(3)(i))(F), (j)(4)(ii)(F), and 301 continues to read in part as follows:

year following the year for which the (j)(5), respectively, of this section, infor- Authority: 26 U.S.C. 7805 ** *

statement is being furnished. The persamation necessary to compute— Par. 5. Section 301.6109-1 is amended

sending the statement must maintain in its (A) The accrual of market discount, in-Y révising the last sentence of paragraph

records a copy of the statement furnisheduding the type of information required(®(2)(i) to read as follows:

to the unit interest holder for a periqd qf 3inder paragraphs §1.6049-7(f_)(2)(i)(G) iN5301.6109-1 Identifying numbers.

years from the due date for furnishinghe case of a REMIC regular interest or a

such statement specified in this paragraptollateralized debt obligation not issued (a) * * *

(O (4). with original issue discount; and (2) * * * (i) * * * If the trustee has not
(5) Requirement that middlemen fur- (B) The accrual of original issue dis-already obtained a taxpayer identification

nish information to exempt recipients andount and market discount, including theumber for the trust, the trustee must ob-

noncalendar-year taxpayerskFor each type of information required undertain a taxpayer identification number for
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the trust as provided in paragraph (d)(
of this section in order to report pursuar
to 81.671-4(a), (b)(2)(1)(B), (b)(3)(i), or
(j) of this chapter.

Michael P. Dolan,
Deputy Commissioner of
Internal Revenue.

(Filed by the Office of the Federal Register or
August 12, 1998, 8:45 a.m., and published in tF
issue of the Federal Register for August 13, 1998, ¢
F.R. 43354.)



