26 CFR 601.201: Rulings and determination | not the transaction is structured for aational) (hereinafter “the @te”) prior
eters. meaningful non-tax business purposeo making such request and discuss with
Thus, such transactions require complethe Ofice the unique and compelling rea

Rev. Proc. 98-7 factual determinations that are not theons that the taxpayer believes justify is
proper subject of advance letter rulings csuing such letter ruling or determination

SECTION 1. PURPOSEND NATURE  determination letters. letter While not required, a written sub

OF CHANGES (3) New section 4.02(3) has beemission is encouraged since it will enable

added to provide that questions involvingffice personnel to arrive more quickly at

'01. Purpose the validity of the federal income tax andan understanding of the unique facts of
This revenue procedure updates Re\(l)ther taxes set forth in the Code e®ach case.A taxpayer who contacts the
Proc. 97—7, 1997-1 C.B. *, by providin » 4 ’ pay

. Yions on the authority or jurisdiction of theOffice by telephone may be requested to
a current list of areas of the Internal Rev, . . : . > -

L Service to enforce the Code or collectioprovide a written submissionThe Sef
enue Code under the jurisdiction of the

) ) . jnformation, or similar matters. vice may provide a general information
Assoc!ate Chief Counsel (I.nternat|onal letter in response to inquiries in areas on
on which advance letter rulings or deterSecTION 2. BACKGROUNDAND either list

mination letters will not be issued. For asCOPE ORPPLICATION
list of areas under the jurisdiction of the
Associate Chief Counsel (Domestic) and - 01 Background
the Associate Chief Counsel (Employee Whenever appropriate to sound tax a
Benefits and Exempt @anization) on Ministration, the Service answers-in
which advance letter rulings or determiquiries from individuals and ganiza
nation letters will not be issued, see ReVions about their status for tax purpose )
Proc. 98-3, this Bulletin. and the tax éécts of their acts or transac Bulletin. o

.02 Changes tions, before the filing of returns or-re -02 Scope oApplication

(1) New section 4.01(15), dealing withports that are required by the Internal This revenue procedure does not-pre
the issue of whether an entity is treated &evenue CodeThere are, howeveareas clude District Directors, théssistant
fiscally transparent by a foreign juriseic where the Service will not issue advanc&ommissioner (Intemational), or Chiefs,
tion for purposes of section 894, has bedtter rulings or determination letters; ej/APPeals Ofices from submitting requests
added to reflect the fact that the Service ier because the issues are inherently fa0" technical advice in the areas listed to
studying the issue and plans to publish adual or for other reasonsThis revenue the Ofice.
ditional guidance_z in this area. _ _ proced_ure Iist_s those areas. SECTION 3.AREAS INWHICH LET-

(2) New section 4.0_2(2), dealing vv_|th Sectlo.n 3 gives areas in whlch advanc?ER RULINGS OR DETERMINAION
any transaction or series of transactioristter rulings and determinations will NoYy eTTERSWILL NOT BE ISSUED
that is designed to achieve inconsisterte issued under any circumstances. - Sec
tax consequences or classifications undépn 4 gives areas in which they will not .01 Specific Questions and Problems
the tax laws of the U.S. and the tax lawsrdinarily be issued; in these areas, (1) Section 871(g).—Special Rules for
of a treaty partnethas been added to-re unique and compelling reasons may-juOriginal Issue Discount.—Whether a debt
flect the Services view that transactionstify issuing a letter ruling or determina instrument having original issue discount
of this type require a determination ofion letter A taxpayer who plans to +e within the meaning of § 1273 of the Inter
whether or not the transaction is treatedquest a letter ruling or determination lettenal Revenue Code is not an original issue
appropriately under the laws of the Unitedh an area described in Section 4 shouldiscount obligation within the meaning of
States in light of its treatment under theontact (by telephone or in writing) the§ 871(g)(1)(B)(i) when the instrument is
laws of the treaty partner and whether oDffice of Associate Chief Counsel (Inter payable 183 days or less from the date of

These lists are not all-inclusive. Future
revenue procedures may add or delete
dtems. The Service may also decline to
rule on an individual case for reasons pe
culiar to that case; such decisions will not
ke announced in the Internal Revenue



original issue (without regard to the-peSECTION 4.AREAS IN WHICH (6) Section 892.—Income of Foreign

riod held by the taxpayer). LETTER RULINGS OR Governments and of Internationalgank

(2) Section 894.—Incomkffected by DETERMINATION LETTERSWILL zations.—Whether income received by
Treaty—Whether a person that is a FresiNOT ORDINARILY BE ISSUED local governmental authorities of the
dent of a foreign country and derives in United Kingdom from certain United

come from the United States is entitled to -1 Speuflc Questions and Problems States investments of money allocable to
benefits under the United States income (1) Section 367(a)..—r'Emsfers of their superannuation funds is exempt
tax treaty with that foreign country pur Property fro_m the Umte_d S.tates'_.from federal income taxation.

suant to the limitation on benefits articleV"ether an oil or gas v_vorkmg Interest IS (7) Section 892.—Income of Foreign
However the Service may rule regardingtransferred from the United States for us.&overnments and of Internationalgank

the legal interpretation of a particular pro ':e;hse fﬁftgjrggggzcgf f§ asggt(jae) (%r) _bl;ilaations.—Whether a foreign government
vision within the relevant limitation on '

_ _ whether any other property is so trans's engaged in commercial actlvm'es for
benefits article. . ferred, where the determination requireQUrPoses of 8 892, and whether income
(3) Section 954.—Foreign Base Com . oo o) inquiry received by a foreign government is-de
pany Income.—The &ictive rate of tax (2) Section 367(b) —Othdiransfers, - "ved from the conduct of such commer
g:)ar:\: foreign country will impose on-in Whgther a foreign c?rporation is coPsidC'ezls?Ctgg'cet?(-)n 863 Compensation of

: . . ered a corporation for purposes of an —

(4) Section 1503(d).—Dual Consali nonrecogr?ition provisiorﬁ) listed inémployees of Foreign Governments and
dated Loss.—Whether the conditiong 357 "anq related issues, unless tHaternational Oganizations.—Whether a
under the regulations for excepting a nqke, ruling presents a significant legaforeign government is engaged in com
operating loss of a dual resident corporggg o or subchapter C rulings are remercial activities for purposes of § 893,
tion from the definition of a dual consoli quested in the context of remizations and whether the services of an employee
dated loss, or for rebutting the presump, |iquidations involving foreign corpora of a foreign government are primarily in
tion that an event constitutes a triggeringong, (These matters are dealt with in deconnection with such commercial activi
event for purposes of § 1.1503-2(0)4j| in § 7.367(b) of thaTemporary I ties.

(2)(ii)(B), are satisfied. comeTax Regulations.) (9) Section 894.—Incomaffected by
.02 Generahreas. o (3) Section 864.—Definitions and Spe Treaty—Whether a taxpayer has a per
(1) The prospective application of thegjal Rules.—Whether a taxpayer is-enmanent establishment in the United States

estate tax to the property or the estate ofghged in a trade or business within thepr purposes of any United States income

living person, except that letter rulingsynited States, and whether income is efax treaty and whether income is attribut
may be issued on any international iSSUQéCtively connected with the conduct of Able to a permanent establishment in the
in a ruling request accepted pursuant t9ade or business within the United Statesjnited States.

Rev Proc. 88-50, 1988-2 C.B. Fland whether an instrument is a security as de (10) Section 894.—Incomaffected

section 5.05 of Re\Proc. 98-1. fined in § 1.864-2(c)(2); whether a tax py Treaty—\Whether the income received

(2) The federal tax consequences Opayer efects transactions in the Unitedyy 4 nonresident alien student for services
proposed federal, state, local, municipatates in stocks or securities unde
or foreign legislation. § 1.864-2(c)(2); whether an instrument o

(3) Whether reasonable cause exisi3em is a commodity as defined in
under Subtitle F (Procedure aAddminis- § 1.864-2(d)(3); and for purposes o
tration) of the Code. § 1.864-2(d)(1) and (2), whether a com, . .

(4) Whether a proposed transactiommodity is of a kind customarily dealt in onﬁzlnaar;dC%p;uZ’nEgKyoﬂté;:Inl\l/la;r%CELanfheé
would subject a taxpayer to criminalan oganized commodity exchange, anq  +/2pan, L ’

- L . etherlands, NorwayPakistan, the
penalties. whether a transaction is of a kind custombhiIi . Poland. R . d
(5) Any area where the letter ruling-re arily consummated at such place. wippines, Toland, komania, an

quest does not comply with the require (4) Section 871.—ax on Nonresident |"nidad andTobago. RevProc. 87-8,

ments of RevProc. 98-1. Alien Individuals.—Whether the income1987_1 C.B. 366, as modified by Rev

(6) Any area where the same issue isarned on contracts that do not qualify algroc... 93-22, 1993-1 C.B. 535, and as
the subject of the taxpayerpending re annuities or life insurance contracts- beModified by RevProc. 93-22A, 1993-2
quest for competent authority assistancgause of the limitations imposed byc-B- 343.
under a United States tax treaty § 72(s) and § 7702(a) is portfolio interest (11) Section 894.—Incomaffected

(7) A “comfort” ruling will not be is as defined in § 871(h). by Treaty—Whether the income re_celved
sued with respect to an issue that is clearly (5) Section 881.—dx on Income of by a nonresident alien performmg- re
and adequately addressed by statute,-regtoreign Corporations Not Connected witts€arch or teaching at a university is ex
lations, decisions of a court, tax treatied nited States Business.—Whether the ifmpt from federal income tax or with
revenue rulings, or revenue procedures abome earned on contracts that do ndtlding under United States income tax
sent extraordinary circumstances (e.g., qualify as annuities or life insurance eontreaties with Belgium, China, Egypt, Fin
request for a letter ruling required by dracts because of the limitations imposetind, France, Hungaryceland, Italy Ja
governmental regulatory authority in ordeby § 72(s) and § 7702(a) is portfolio intermaica, Japan, Korea, Luxembguthe
to efectuate the transaction.) est as defined in § 881(c). Netherlands, Norwaythe Philippines,

Performed for a university or other educa
fional institution is exempt from federal
income tax or withholding under United

tates income tax treaties with Belgium,



Poland, Romania, Swedemrinidad and uct is manufactured or produced for pur (27) Section 7701.—Definitions.—
Tobago, the former Union of the Sovieposes of § 927(a), 8 936(h)(5), 8 954(dWWhether an intermediate entity is a eon
Socialist Republics, and the United Kingand § 993(c). duit entity under section §81.881-3(a)(4);
dom. RevProc. 87-9, 1987-1 C.B. 368, (18) Section 936.—Puerto Rico andvhether a transaction is a financing trans
as modified by RewProc. 93-22, 1993-1 Possessioilax Credit.—What constitutesaction under section §1.881-3(a)(ii);
C.B. 535, and as modified by ReRroc. a substantial line of business. whether the participation of an intermedi
93-22A, 1993-2 C.B. 343. (19) Section 956.—Investment ofate entity in a financing arrangement is
(12) Section 894.—Incomaffected Earnings in United States Property pursuant to a tax avoidance plan under
by Treaty—Whether the income receivedWhether a pledge of the stock of a consection §1.881-3(b); whether an interme
by a nonresident alien teaching at a-untrolled foreign corporation is an indirectdiate entity performs significant financing
versity is exempt from federal income taypledge of the assets of that corporatioractivities under section §1.881-3¢b)
or withholding under United States-in See § 1.956-2(c)(2). (3)(ii); whether an unrelated intermediate
come tax treaties witAustria, Denmark, (20) Section 985.—Functional Gur entity would not have participated in a fi
the Federal Republic of Germarreece, rency—Whether a currency is the func nancing arrangement on substantially the
Ireland, Pakistan, and Switzerland. Retional currency of a qualified business unitsame terms under section §1.881-3(c).
Proc. 87-9, 1987-1 C.B. 368, as modified (21) Section 989(a).—Qualified Busi .02 Generalreas
by Rev Proc. 93-22, 1993-1 C.B. 535ness Unit.—Whether a unit of the tax (1) Whether a taxpayer has a business
and as modified by ReWroc. 93-22A, payers trade or business is a qualifiegpurpose for a transaction or arrangement.
1993-2 C.B. 343. business unit. (2) Any transaction or series of trans
(13) Section 894.—Incomaffected (22) Section 1058.—~ansfers of Se actions that is designed to achieve incon
by Treaty—Whether a foreign recipient curities under Certaihgreements.— sistent tax consequences or classifications
of payments made by a United States peWhether the amount of any payment deunder the tax laws of the U.S. and the tax
son is ineligible to receive the benefits ofcribed in § 1058(b)(2) or the amount ofaws of a treaty partner
a United States tax treaty under the princany other payment made in connection (3) Questions involving the validity of
ples of RevRul. 84-152, 1984-2 C.B.with a transfer of securities described ithe federal income tax and other taxes set
381, as modified by Re\Rul. 85-163, 8 1058 is from sources within or withoutforth in the Code, questions on the author
1985-2 C.B. 249, and modified and clarithe United States; the character of sudky or jurisdiction of the Service to en
fied by Rev Rul. 89-10, 1989-2 C.B. amounts; and whether the amounts censforce the Code or collect information, or
275; and RevRul. 84-153, 1984-2 C.B.tute a particular kind of income for pur similar matters.
383, as modified by ReRul. 85-163, poses of any United States income tax (4) (a) Situations where a taxpayer or a

1985-2 C.B. 249, and modified and claritreaty related party is domiciled or g@anized in
fied by Rev Rul. 89-10, 1989-2 C.B. (23) Section 1503(d).—Dual Consoli a foreign jurisdiction with which the
275. dated Loss.—Whether an event presumpJnited States does not have afeetive

(14) Section 894.—Incoma&ffected tively constitutes a triggering event formechanism for obtaining tax information
by Treaty—Whether a recipient of pay purposes of § 1.1503-2(g)(2)(iii)(A)(1)-with respect to civil tax examinations and
ments is or has been a resident of a eouf¥), apart from possible rebuttal of thecriminal tax investigations, which would
try for purposes of any United States tapresumption under § 1.1503-2(g){2) preclude the Service from obtaining infor
treaty Pursuantto § 1.884-5(f), howeyer(iii)(B). See section 3.01(4), ReProc. mation located in such jurisdiction that is
the Service may rule whether a corpored8-7. relevant to the analysis or examination of
tion representing that it is a resident of a (24) Section 2501.—Imposition ofthe tax issues involved in the ruling-re
country is a qualified resident thereof foilTax.—Whether a partnership interest igjuest.
purposes of § 884. intangible property for purposes of (b) The provisions of subsection

(15) Section 894.—Incomaffected § 2501(a)(2) (dealing with transfers of in 4.02(4)(a) above shall not apply if the tax
by Treaty—Whether an entity is treatedtangible property by a nonresident not payer or dected related party (i) consents

as fiscally transparent by a foreign juriscitizen of the United States). to the disclosure of all relevant informa
diction for purposes of §894(c) and the (25) Section 7701.—ax on Nonresi tion requested by the Service in process
regulations thereunder dentAlien Individuals.—Whether an ing the ruling request or in the course of

(16) Section 901.—Aaxes of Foreign alien individual is either a resident or ean examination to verify the accuracy of
Countries and of Possessions of theonresident of the United States, in situahe representations made and to otherwise
United States.—Whether a person claintions where the determination depends canalyze or examine the tax issues in
ing a credit has established, based on di#cts that cannot be confirmed until thezolved in the ruling request, and (ii)
of the relevant facts and circumstanceg|ose of the taxable year (including, fowvaives all claims to protection of bank or
the amount (if any) paid by a dual capacexample, the length of the alisnstay or commercial secrecy laws in the foreign
ity taxpayer under a qualifying levy that isthe nature of the aliem’activities). jurisdiction with respect to the informa
not paid in exchange for a specific eco (26) Section 7701.—Definitions.—tion requested by the Service. In the
nomic benefit. See § 1.901-2A(c)(2). Whether an estate or trust is a foreigh esvent the taxpayés or related partg’

(17) Sections 927, 936, 954, 993.—tate or trust for federal income tax purconsent to disclose relevant information
Manufactured Product.—Whether a prodposes. or to waive protection of bank or cem



mercial secrecy is determined by the-Sq
vice to be indkctive or of no force and
effect, then the Service may retroactive
rescind any ruling rendered in reliance
such consent.

SECTION 5. EFFECDN OTHER
REVENUE PROCEDURES

Rev Proc. 97-7 is superseded.
DRAFTING INFORMATION

The principal author of this revenu
procedure is Gerard@raficanti of the Of
fice of Associate Chief Counsel (Intemz
tional). For further information about thi
revenue procedure, please contact N
Traficanti at (202) 874-5740 (not a toll
free number).




