ments for certain transfers by United Comments concerning the accuracy of
@ States persons to foreign partnershipshe burden estimates and suggestions for
The regulations implement amendmentseducing the burden should be sent to the
made by tk Taxpayer RelitAct of 1997 Internal Revenue ServiceAttn: IRS Re-
that require a United States person whports Clearance filcer, OP:FS:IP, Wash-
transfers property to a foreign partnershipngton, DC 20224, and to theffice of
to furnish certain information with respectManagement and BudgetAttn: Desk
to such transfe This document also con- Officer for the Department of éTrea-
tains final regulations that require certairsuty, Office of Information and Regula-
cash transfers to foreign corporations ttory Affairs, Washington, DC 20503.
be reported The regulations provide Books or records relating to these col-
guidance needed to comply with the relections of information must be retained
porting requirements with respect toas long as their contents may become ma-
transfers of cash to foreign corporationterial in the administration of any internal
and transfers of property to foreign partrevenue la. General, tax returns and
nerships. tax return information are confidential, as

required by 26 U.S.C. 6103.

DATES: Effective DatesThese regula-
tions are #ective January 1, 1998, excep
that the amendments to §1.6038B-1 are g, September 9, 1998, the IRShpu

effective February 5, 1999. lished in theFederal Registe proposed
Dates d Applicability. For dates of ap- yqqyations (REG118926-97, 1998-39
plicability of the amendments 10| g g 23) relating to the reporting of cer-
§1.6038B-1, see §1.6038B-1(9). Fofin transfers to foreign corporations and
dates of applicability of §1.6038B-2, segqreign partnerships under section 6038B.
§1.6038B-2()- A public hearing was held on November

FOR FLRTHER INFORMATION CON- 10, 1998, even though no requests to

) . speak at the hearing were receiv&rit-
TACT. Eliana Dolgdf, 202-622-3860 ten comments regarding the proposed reg-
(not a toll-free number).

ulations, howeve were received After

SUPPLEMENARY INFORMATION: consideration of all of the comments re-
' ceived, the proposed regulations under

Backgound

Paperwork ReductioAct section 6038B are adopted as revised by
. . this Treasury decisian The revisions are
Sectlpn 60385-_’\'0“?9 of The collections of information con- giscussed belo.
Certain Transfers to feign tained in these final regulations have been
Persons reviewed and approved by thefide of Public Comments

Management and Budget in accordance

26 CF_R 1.60388—2_: Reporting of certain transfers with the Paperwork ReducticAct (44
to foreign partnerships.

Some commentators suggested that the

final regulations provide that state and
U.S.C. 3507) under control number, gutati provi

local government employee retirement
1.D. 8817 1_545_1(_515' Re_zsponses to these m”eplans be exempt from the section 6038B
tions of information are mandator

ting requirements, asserting that
DEPARTMENT OF THE TREARSU reporiine ;
: An agency may not conduct or Sponso ., ntribytions from such plans to foreign
Internal Revenue B&ce and a person is not required to respond {8 nerships will not have federal income
26 CFR Pds 1 and 602 a collection of information unless the coly,y consequencesThe final regulations
. . lection of information displays a valid i i
Notice of Ogain Transfers to control nUMbe provide that trusts relating to st_ate and
Eqeian Patnerships and _ _ ) local government employee retirement
9 P The collections of information con-pjans are not required to report transfers
Fdelgn Corporatlons ta|ned n these f|na.| regu|atlonS are ”10 foreign partnerships under section

AGENCY: Internal Revenue Service331:6038B=1(b) and 1.6038B~2The 6038B, unless required to do so in the in-
burden of complying with the collectionstructions to Form 8865.
(IRS), Treasuy. . . )
of information required to be reported on One commentator noted that under the
ACTION: Final regulations. Form 8865 is reflected in the burden foproposed regulations, if a United States
Form 8865 The burden of complying person transfers property other than cash
SUMMARY: This document contains with the collection of information re- with a value in excess of $100,000 to a
final regulations under section 6038B required to be reported on Form 926 is reforeign partnership, such person must re-
lating to information reporting require-flected in the burden for Form 926. port the names and addresses of all the


National Tax Services, Inc.
Scroll down below for the beginning of the document.


other partners of the partnership, regardgte share of the property transferredf the final section 6038B regulations or
less of the size of the perserownership Therefore, the partners of the transferan accordance with Notice 98-17(1998-
interest in the foreign partnership after thedomestic partnership may be required ttRB 6).
transfe. The commentator requested thateport under section 6038B transfers ,
the final regulations provide that if amade by the transferor partnershiphe SPecial Analyses
United States person owns less than a Pdoposed regulations provide, howeve |; has peen determined that this regula-
percent interest in the foreign partnershithat an indirect transferor does not have tQ,, is not a significant regulatory action
after the transfe regardless of the type ofreport the contribution on Form 8865 if 5 qefined in EO 12866 herefore, a reg-
property transferred, such person does no¢rtain conditions are satisfied, including“atory assessment is not required. It is
have to report the names and addressestbé filing by the indirect transferor of Qhereby certified that the collections of in-
all the other partnersAlternatively, the statement with the IRS. In an attempt t@, mation contained in this regulation will
commentator requested that it be recogeduce the burden imposed on taxpayerso: have a significant economic impact on
nized that a person that makes a godte final regulations eliminate the requires ¢ pstantial number of small entities.
faith efort to obtain such information will ment that indirect transferors must file arnis certification is based upon the fact
have reasonable cause preventing the irstatement. If the domestic transferor party, 5 these final regulations reduce or elim-
position of any penalties under sectiomership properly reports the transfer of,ate the reporting requirements force
6038B if such person fails to obtain angroperty to a foreign partnership, a Uniteg,in United States persons. Moregie
submit the information. States person that is an indirect transfer%reneraL only a United States person that
The final regulations do not adopt theneed not report the transfe owns a significant interest in a foreign
commentatds recommendationsAs in The final regulations also modify thepartnership, or transfers a substantial
the proposed regulations, the final regulareporting requirements with respect tQ,mount to a foreign partnership, will be
tions contain a reasonable cause excegeemed contributionsThe proposed reg- subject to these regulatian§hus, a Reg-
tion that, if satisfied, prevents the IRSQulations provided that if by reason of aylatory Flexibility Analysis under the
from imposing penalties under sectioradjustment under section 482 a Cont”bLRegulatory Flexibiliy Act (5 U.S.C.
6038B Whether reasonable cause existifon required to be reported under SeCtiOEhapter 6) is not required.
for a failure to comply with the reqer 6038B is deemed to have been made, thep, ;s ant to section 7805(f) of the Inter-
ments of section 6038B is determined binformation required to be reported will .o Revenue Code, the notice of proposed
the district director under all the facts andbe furnished timely if filed by the d“erulemaking preceding these regulations
circumstancesAlthough the final regula- date (including extensions) of the income, o« submitted to the Chief Counsel for
tions do not explicitly say so, a failure tatax return for the taxable year du””%dvocaey of the Small Busingédmin-
submit the names and addresses of thenich the adjustment is mad&he final isiration for comment on the impact of the
other partners will constitute a failure toregulations provide that deemed Contribuﬁroposed regulations on small business.
comply with the requirements of sectiortions resulting from IRS-initiated section
6038B and therefore will always be sub482 adjustments are not required to be r®rafting Information
ject to the reasonable cause exception. ported under section 6038B. Howeyve Lo
Commentators also questioned whethéaxpayers must report deemed contribu- 1€ Principal authors of these regul
United States persons must report indiretions resulting from taxpayénitiated ad- tons are Eliana Doldband Philp Tretiak
transfers from a foreign partnership to arjustments. Such information will be fur-0f the dfice o Associate Chief Counsel
other foreign partnershipThe final regu- nished timely if filed by the due date,(Intérnational). Howewe other personnel
lations reserve on such reporting. If a forincluding extensions, for filing the tax-ToM the IRS ad Treasury Department
eign partnership transfers property tmaye’s income tax return for the year inParticipated in their development.
another foreign partnership, a Unitedvhich the taxpayer makes the section 482 ok ok k%
States person that is a partner of the trarsdjustment.
feror partnership is not required to report Additionally, the final regulations clar- Adoption d Amendments to the
that transfer until such time as the IRS anify that a transfer to a foreign partnershigregulations
Treasury implement rules requiring suchmade on or after January 1, 1998, but be- . ,
reporting. Howeve the IRS remains con- fore January 1, 1999, will be considered Accordingy, 26 CFR part 1 is amended
cerned about transfers from one foreigtimely reported either if it is reported on &S follows:
partnership to anotine In conjunction Form 8865 attached to the taxpegein-  paRT 1—INCOME TAXES
with its study of section 721(c), the IRS iscome tax return for the first taxable year
evaluating whether there is a need for thigeginning on or after January 1, 1999, or it Paragraph .1 The authority citation for
reporting of transfers from foreign par is reported on a Form 926 attached to thgart 1 is amended by adding entries in nu-
nerships to foreign partnerships. taxpaye’s income tax return for the tax-merical order to read in part as follows:
The final regulations also clarify that ifable year in which the transfer occurred.  Authority: 26 U.S.C. 7805 * * *
a domestic partnership contributes prop- The final regulations also clarify that Section 1.6038B-1 also issued under
erty to a foreign partnership, the partnersansfers that were made betwefaugust 26 U.S.C. 6038B.
of the domestic partnership will bereo 5, 1997, and January 1, 1998, may be re- Section 1.6038B-2 also issued under
sidered to have contributed a proportionported in accordance with the provision26 U.S.C. 6038B. * * *



Pa. 2. Section 1.6038B-1 is amendedollowing information, in paragraphs required to report under this section. For

as follows: beled to correspond with the number oiflustrations of this rule, seExamples 4
1. The section heading is revised. letter set forth in this paragraph (c) an@nd 5 of paragraph (a)(7) of this section.
2. Paragraph (b)(1)(i), first sentence, i§1.6038B—1T(c)(1) through (5). * * * (3) Indirect transfer though a foeign

revised. partnership [Reserved]

3. The text of paragraph (b)(3) is e (4) Requrement toreport dis-
added. (g) Effective dates This section ap- positions—(i) In general If a United

_4.0| Paragraph (c), first sentence, is repilies to transfers occurring on or afteptates person was required_to report a
vise July 20, 1998, except that the first seniransfer to a foreign partnership of appre-

5. Paragraph (g) is revised. ; iated property under paragraph (a)(1) or
" o ence of paragraph (b)(1)(i), paragrapfi i ) )
| Th.e additions and revisions read as fo}(’b)(S), and the first sentence of paragrapq‘?) orthhls_sectlon, a;ncri] the foreign pﬁ-r;[_
ows: (c) apply to transfers occurring in taxabl@j('; Sni(::asdpgistseso :ergoﬁr(r)grig%gvalc;
§1.6038B-1 Reporting of certain years beginning after February 5, 1999° indi P h ited
) ; _ for transfers occurrin rect or indirect partrrethat United States
transfers to foeign corporations. See §1.6038B-1L g ; t the di ition by fil
prior to July 20, 1998. person must report the disposition by fil-
e Pa. 3. Section 1.6038B-2 is added t4'd FOrm 8865 The form must be at-
_ read as follows: tached to, and filed by the due date- (i
(b) Time and manner akeporting—(1) cluding extensions) of, the United States
In generat—(i) Reporting [_D(_)cedme. I.EXT §1.6038B-2 Reporting of certain persons income tax return for the year in
cept for stock or securities qualifyingiansfers to foeign partnerships. which the disposition occurred.
under the special reporting rule of para- (i) Disposition of contributedrpperty

graph (b)(2) of this section, or cash, (a) Reportingrequrements—(1) Re- i norrecognition transaction If a for-
which is subject to special rules containeguirement to report transfersA United  gjgn partnership disposes of contributed
in paragraph (b)(3) of this section, anystates person that transfers property toghpreciated property in a nonrecognition
U.S. person that makes a transfex d foreign partnership in a contributiored transaction and substituted basis property
scribed in section 6038B(a)(1)(A), 367(dcribed in section 721 (including sections received in exchange, and the substi-
or (e)(1), is required to report pursuant tg21(b)) must report that transfer on Formfyted basis property has built-in gain
section 6038B and the rules of this sectio@865 “Information Return of U.S. Personginder §1.704-3(a)(8), the original trans-
and must attach the required informatioiVith RespetTo Certain Foreign Partner-feror is not required to report the disposi-
to Form 926, “Return Y Transferor of ships” pursuant to section 6038B and thgon. Howeve, the transferor must report
Property to a Foreign Corporation.” * * * rules of this section, if— the disposition of the substituted basis

(i) Immediately after the transfethe property in the same manner as provided
United States person owns, dirgethdi-  for the contributed propert

(3) Special rule for transfers of casi  recty, or by attribution, at least a 10-per- (5) Time for filing Form 8865-(i)
U.S. person that transfers cash to a fof€nt interest in the partnership, as definedeneral rule The Form 8865 on which a
eign corporation must report the transfel? Section 6038(e)(3)(C) and the regulatransfer is reported must be attached to
if— tions thereunder; or the transferds timely filed (including ex-

(i) Immediately after the transfer such (i) The value of the property trans-tensions) income tax return (including a
person holds diregt] indirectl, or by at- ferred, when added to the value of angartnership return of income) for the tax
tribution (determined under the rules ofther property transferred in a section 72fear that includes the date of the transfe
section 318(a), as modified by sectioffontribution by such person (or any re- (ii) Time for filing when transfer also
6038(€)(2)) at least 10 percent of the totdfted person) to such partnership duringequired toreport information about the
voting power or the total value of the forthe 12-month period ending on the date qartnership under section 6038f the
eign corporation; or the transfg exceeds $100,000. United States person required to file

(i) The amount of cash transferred by (2) Indirect transfer though a domestic under this section is also required to file a
such person or any related person (detepartnership—For purposes of this sec-Form 8865 under section 6038 for the pe-
mined under section 267(b)(1) througHhion, if a domestic partnership transfersiod in which the transfer occurs, then the
(3) and (10) through (12)) to such foreigrproperty to a foreign partnership in a sedJnited States person must report under
corporation during the 12-month periodion 721 transaction, the domestic partthis section on the Form 8865 for the for-
ending on the date of the transfer exceederships partners shall be considered teign partnershig annual accounting pe-
$100,000. * **** have transferred a proportionate share eibd in which the transfer occurred (not its

(c) Informationrequrred withrespect to the property to the foreign partnershipown taxable year) and file with its income
transfers described in section 6038B(a)Howeva, if the domestic partnershiptax return for that year as provided in Sec-
(1)(A). A United States person that transproperly reports all of the information re-tion 6038 and the regulations thereunde
fers property to a foreign corporation inquired under this section with respect to (6) Returns to be made(i) Separate
an exchange described in sectiothe contribution, no partner of the transreturns for each partnershiplf a United
6038B(a)(1)(A) (including cash and othefferor partnership, whether direct or ind States person transfers propergs r
unappreciated property) must provide theect (through tiers of partnerships), is alsportable under this section to more than

* k *x * %



one foreign partnership in a taxable yeatributes $200,000 t6P, a foreign partnership, in ex- 704(c)), or is intangible propertinclud-
the United States person must submit Cé;’:‘;‘g; f‘r’]f(z)?z')F’i;thri‘; zzrct{i‘gégﬁsinct;‘ﬁserggdﬁﬁg its estimated fair market value and ad-
separate Form 8865 for each partnershuft).0 hagveiomributed $160,000 (5200,00(80%) to justed basis. _

(ii) Duplicate form to be filed If re- 5 55 considered to have contributed $128,000 (7) A description of other contributed
quired by the instructions accompanying Fp ($200,0@ x 80% X 80%). Howeve if Propery, not specified in paragraph (c)(6)
Form 8865, a duplicate Form 8865 (inUSPL reports the transfer of the $200,0@0RP,  of this section, aggregated by the follow-
cluding attachments and schedules) muggithe USnor USP are required to report under thising categories (with, in each case, a brief
also be filed by the due date for submitSection the amounts they are considered to have cqfjagcription of the property)—

tributed Additionally, regardless of whethé&iSP1

ting the original Form 8865 under Parazeorts the $200,000 contributionUSP reports the (i) Stock in trade of the transferor (in-

graph (a)(5)(i) or (ii) of this section, asg160,000 contribution it is considered to have mad&/€Nntory);

applicable. US does not have to report under this section the (ii) Tangible property (other than stock
(7) Examples The application of this $128,000 contributiotUS is considered to have in trade) used in a trade or business of the
paragraph (a) may be illustrated by th&ade. transferor;

(iii) Cash;

(iv) Stock, notes receivable and
dpayable, and other securities; and
(v) Other propest

following examples: (b) Transfers by trustselating to state

Example 1 On November 1, 2001)S a United and local government employeetire-
States person that uses the calendar year as its tagent plans Trusts relating to state an

able yea, contributes $200,000 t6P, a foreign |5cg] government employee retirement

partnership, in a transaction subject to section 7211 2ns are not required to report transfer (d) Informationrequired withrespect to
After the contributionUSowns a 5% interest iRP. P q P 8i

ibuti i under this section, unless otherwise s ec‘_spositions of popery. In respect of dis-
USmust report the contrlbutlon by filing Form 88651 1HE ; ! p positions required to be reported under
for its taxable year ending December 31, 2001. Ofied in the instructions to Form 8865. aragraph (a)(4) of this section, the return
March 1, 2002 US makes a $40,000 section 721 (C) |nf0rmati0nrequi’ed Withrespect to Fnustgcolz[)']tain information in Suc’h form or
contribution toFP, after whichUSowns a 6% inter- :
' transfers of erty. With respect to .
est inFP. USmust report the $40,000 contribution popert. P manner as Form 8865 (and its accompa-

by filing Form 8865 for its taxable year ending pelransfers required to be reported und%’{ying instructions) prescribes with re-

cember 31, 2002, because the contribution, whe@aragraph (a)(1) or (2) of this section, thgpect to reportable events, including—
added to the value of the other property contributegeturn must contain information in such ’ . .
by USto FP during the 12-month period ending onform or manner as Form 8865 (and its ac: E‘ll) The date and manner of disposi-

the date of the trangfeexceeds $100,000. . . . . . )
Example 2.F, a nonresident alien, is the brotherC0PANYING instructions) prescribes with (2) The gain and depreciation recap-

of US, a United States persoff. owns a 15% inter- "€SPect to reportable events, including—, . amounts, if an realized by the part-
est inFP, a foreign partnershipUS contributes (1) The name, address, and U.S. ta’ﬁership' and
$99,000 toFP, in exchange for a 1-percent partnerpayer identification number of the United ?) A,ny such amounts allocated to the
ship interest. Under sections 6038(e)(3)(C) ang;tates person making the transfer: *

' United States person.

267(c)(2) USis considered to own at least a 10-per- 2) The name. U.S. tax r identifi i
cent interest iffP and, thereforeJSmust report the (2) The name, U.S. taxpayer identifica- (e) Method ofreporting Except as oth-

$99,000 contribution under this section. tion number (if ?n)’)a and add_ress of the,wise provided on Form 8865, or the ac-
Example 3 US, a United States person, owns 4dransferee foreign partnership, and th@ompanying instructions. all amounts re-
percent of-C, a foreign corporationtC owns 2 20- type of entity and country under Whos‘?)orted as required under this section must

percent interest iffP, a foreign partnership. Under ; . .
section 267(c)(1), US is considered to own 8 percerL%WS the partnership was created @a pe expressed in United States curgenc

of FP due to its ownership dfC. US contributes nized; o with a statement of the exchange rates
$50,000 toFP in exchange for a 5-percent partner- (3) A general description of the transyseq All statements required on or with
ship interest. Immediately after the contributibls ~ fer, and of any wider transaction of Which:orm 8865 pursuant to this section must
is considered to own at least a 10-percent interest jaforms a part, including the date of transpe in the English language.

FP and, therefore, must report the $50,000 contribur . : ; .
tion under this section. er, (f) Reporting under this section ni-

Example 4. USa United States person, owns a (4) The names and a(_jdresses of t_hﬁjired of partnerships excluderbin the
60-percent interest iJSP, a domestic partnership. other partners in the foreign partnershipapplication of subchapter 4(1) Elec-
On March 1, 2001USP contributes $200,000 P, unless the transfer is solely of cash angbn to be wholly excludedThe reporting

e o e oy of sine transferor holds less than a 10-percefiquirements of this section will not apply
partnership interest. Under paragraph (a)(2) of this . ) ! .
section USis considered as having contributed 't€reést in the transferee foreign partneto any United States person in respect of

$120,000 toFP ($200,000x 60%). Howeve, ~Ship immediately after the transfer; an eligible partnership as described in
under paragraph (a)(2), UsP properly reports the  (5) A description of the partnership in-§1.761-2(a), if such partnership has
;igt(;i%‘géo” tot':.’;’ LIJ.S s rl‘gtsr:g“"ﬁd o rte_pbortt its terest received by the United States pevalidly elected to be excluded from all of
y contripution. Irec contriputes H H H I ..
$5.000 toFP on June 10. ZOOUSm)ljst report the ~O"" including a change in partnership inthe provisions of subchapter K of chapter
$5,000 contribution becaudsS is considered to EM€St 1 of the Internal Revenue Code in the
have contributed more than $100,000FP in the (6) A separate description of each itenmanner specified in §1.761-2(b)(2)(i).
12-month period ending on the date of the $5,000f contributed property that is appreciated (2) Deemed excludedhe reporting re-
contribution. _ property subject to the allocation rules ofjuirements of this section will not apply
80_"5):':2:;'fi:t-e:£f‘izgsz%:g;fzsfiirf)‘;?{n(;"rvsnhsipé”section 704(c)(except to the extent thab any United States person in respect of
USP owns an 80-percent interestUsP1 a domes- the property is permitted to be aggregateain eligible partnership as described in

tic partnership. On March 1, 200USPL con- in making allocations under section81.761-2(a), if such partnership is validly



deemed to have elected to be excluddibn, the provisions of paragraph (h)(1) opaye’s income tax return (including a
from all of the provisions of subchapter Kthis section will not apply if the transferorpartnership return of income) for the tax-
of chapter 1 of the Internal Revenue Codghows that a failure to comply was due table year in which the transfer occurred.
in accordance with the provisions ofreasonable cause and not willful neglect. (2) Transfers made betweéugust 5,
81.761-2(b)(2)(ii). The transferor may attempt to do so b#997 and January 1, 1998\ United

(g) Deemed contributions Deemed providing a written statement to thesdi States person that made a transfer of prop-
contributions resulting from IRS-initiatedtrict director having jurisdiction of the erty betwea August 5, 1997, and January
section 482 adjustments are not requiredxpaye’s return for the year of the trans-1, 1998, that is required to be reported
to be reported under section 6038Bfer, setting forth the reasons for the failureinder section 6038B may satisfy its re-
Howeve, taxpayers must report deemedo compy. Whether a failure to comply porting requirement by reporting in accor-
contributions resulting from taxpaymi- was due to reasonable cause will be detetance with the provisions of this section
tiated adjustments. Such information willmined by the district director under all theor in accordance with the provisions of
be furnished timely if filed by the duefacts and circumstances. Notice 98-17 (1998%1 IRB 6)(see
date, including extensions, for filing the (4) Statute of limitations For excep- §601.601(d)(2) of this chapter).

taxpaye’s income tax return for the yeartions to the limitations on assessment in  x o %

in which the adjustment is made. the event of a failure to provide informa-
(h) Failure to comply witlieportingre-  tion under section 6038B, see sectiopa RT 602—0OMB CONTROL
quirements—(1) Consequences of failel  6501(c)(8). NUMBERS UNDER THE

If a United States person is required to file (i) Definitions—(1) Appreciated pop- paApPERWORK REDUCTION ACT

a return under paragraph (a) of this seerty. Appreciated property is property

tion and fails to comply with the reportingthat has a fair market value in excess of Pa. 4 The authority citation for part

requirements of section 6038B and thibasis. 602 continues to read as follows:

section, then such person is subject to the (2) Domestic partnership A domestic ~ Authority: 26 U.S.C. 7805.

following penalties: partnership is a partnership described in Pa. 5. In §602.101, paragraph (c) is
(i) The United States person is subjectection 7701(a)(4). amended by adding an entry in numerical

to a penalty equal to 10 percent of the fair (3) Foreign partnership A foreign order to the table to read as follows:

market value of the property at the time opartnership is a partnership described i

the contribution. Such penalty with re-section 7701(a)(5). 8602'101 OMB Condl numbers.

spect to a particular transfer is limited to (4) Related personPersons are related

$100,000, unless the failure to complypersons if they bear a relationship de-

with respect to such transfer was due tscribed in section 267(b)(1) through (3) or

intentional disregard. (10) through (12), after application of sec- Ol
(i) The United States person must redion 267(c) (except for (c)(3)), or in sec .
ognize gain (reduced by the amount ofion 707(b)(1)(B). CFR part or sectio Current OMB

any gain recognized, with respect to that (5) Substituted basisrppert. Substi- Where identified and  control No.
propery, by the transferor after the transtuted basis property is property describeglescribed

fer) as if the contributed property hadn section 7701(a)(42).

been sold for fair market value at the time (6) Taxpaye-initiated adjustment A
of the contribution Adjustments to the taxpaye-initiated adjustment is a section

basis of the partnershigpassets and any482 adjustment that is made by the taxl-'60388 Lo 1545-1615

relevant partnes interest as a result ofpayer pursuant to §1.482-1(a)(3). ok k% %

gain being recognized under this provi- (7) United States personA United

sion will be made as though the gain waStates person is a person described in séeb038B-2 ............ 1545-1615

recognized in the year in which the failurdion 7701(a)(30).

to report was finally determined. (j) Effective dates-(1) In general. Robert EWenzel,
(2) Failure to compy. A failure to This section applies to transfers made on Deputy Commissioner of

comply with the requirements of sectioror after January 1, 1998. Howeyéor a Internal Revenue.

6038B includes— transfer made on or after January 1, 1998,

(i) The failure to report at the properbut before January 1, 1999, the filing reApproved January 29, 1999.
time and in the proper manner any inforquirements of this section may be satis-
mation required to be reported under théied by— Donald C. Lubick,
rules of this section; and (i) Filing a Form 8865 with the tax- Assistant Seetary of
(i) The provision of false or inaccuratepayea’s income tax return (including a the Treasuy.
informati.0n in purportgd compliance withpartnership retur.n o-f income) for the first Filed by the Gfice of the Federal Register on Feb-
the requirements of this section. _ taxable year beginning on or after Janualfyjary 4, 1999, 8:45 am., and published in the issue
(3) Reasonable cause exceptionl, 1999; or of the Federal Register for February 5, 1999F64
Under section 6038B(c)(2) and thiscse (i) Filing a Form 926 with the tax- 5713)



