26 CFR 601.201: Rulings and determination has been added to the under study no-ruleSee Rev. Proc. 2000-1, page 4, this Bul-
letters. area to indicate that the Service will notetin, particularly section 7 captioned “Under
issue rulings as to whether a state law limA/hat Circumstances Does the Service Have

Rev. Proc. 2000-3 ited partnership electing underDiscretion to Issue Letter Rulings and Deter-
§ 301.7701-3 of the regulations to benination Letters?” for general instructions

SECTION 1. PURPOSE AND classified as an association taxable asamd other situations in which the Service will

NATURE OF CHANGES corporation has more than one class afot or ordinarily will not issue letter rulings

. stock for purposes of § 1361(b)(1)(D)or determination letters.

.01 The purpose of this revenue procerne Service will treat any request for a With respect to the items listed, revenue
dure is to update Rev. Proc. 99-3, 1999+jing on whether a state law limited partulings or revenue procedures may be pub-
.R.B. 103, as amplified and modified bynership is eligible to elect S corporatiorlished in the Internal Revenue Bulletin from
subsequent revenue procedures, by provideatys as a request for a ruling on whethéme to time to provide general guidelines re-
ing a revised list of those areas of the Intefe  partnership complies  withgarding the position of the Service.
nal Revenue Code under the jurisdiction o 1361 (h)(1)(D).SeeRev. Proc. 99-51,  Additions or deletions to this revenue pro-
the Associate Chief Counsel (Domestic) andggg_57 | R.B. 760. cedure as well as restatements of items listed
the Associate Chief Counsel (Employee 5y o|q section 6.02, dealing withwill be made by modification of this revenue
Benefits and Exempt Organizations) relating 446 has been updated by deleting ceprocedure. Changes will be published as they
to issues on which the Internal Revenue Sl hrior references and adding refereccur throughout the year and will be incor-
vice will not issue letter rulings or determi-yceg to Rev. Proc. 99-49, 1999—5@orated annually in a new revenue procedure
nation letters. For alist of areas under the jyn g 725, and the Appendix thereto, angublished as the third revenue procedure of
risdiction of the Associate Chief CounseRq, proc 92_29,1992-1 C.B. 748.  the year. These lists should not be considered
all-inclusive. Decisions not to rule on individ-

(International) relating to international issues
on which the Service will not issue letter rul[SECTION 2. BACKGROUND AND ual cases (as contrasted with those that pre-
sent significant pattern issues) are not re-

ings or determination letters, see section 3 S«COPE OF APPLICATION
Rev. Proc. 20007 in this Bulletin. For a list ported in this revenue procedure and will not

of areas under the jurisdiction of the Office01 Background e
of the Commissioner, Tax Exempt and Gov- Whenever appropriate in the interest dpe added to subsequent revisions.

ernment Entities Division relating to issuesSound tax administration, it is the POHCYOZTﬁ.COpe oprphcatlc(;n d ud
plans or plan amendments on which the Se?f the Service to answer inquiries of indi- |sbre\_/er_1ue pfroce ure ]E)es nort] p_re(f u de
vice will not issue letter rulings and determividuals and organizations regarding theif® Su E‘ 1SSIon 0 Ire(]q(flljes';s or te;]c n'(]ff"?‘ ad-
nation letters, see, respectively, section 8 §fatus for tax purposes and the tax effect¢™® to the Nattional Office from other offices
Rev. Proc. 20004 in this Bulletin, and secof their acts or transactions, prior to the fthe Service.
tion 3.02 of Rev. Proc. 2000-6 in this Bulfiling of returns or reports that are re-gecT10N 3. AREAS IN WHICH
letin. quired by the revenue laws. RULINGS OR DETERMINATION
.02 Changes There are, however, certain areas iDeTTERS WILL NOT BE ISSUED
(1) Old section 3.01(15), dealing withwhich, because of the inherently factual na-
§ 274, has been updated to cite a more riére of the problems involved, or for other .01 Specific questions and problems.
cent revenue procedure. reasons, the Service will not issue rulings or (1) Section 79.—Group-Term Life In-
(2) Old sections 3.01(22) and (24)petermination letters. These areas are sairance Purchased for Employees.—
dealing with the formation of a holdingforth in four sections of this revenue proceWhether a group insurance plan for 10 or
company under §§ 351 and 368(a)(1)(Bylure. Section 3 reflects those areas in whichore employees qualifies as group-term in-
are modified to indicate that the Servicé&ulings and determinations will not be is-surance, if the amount of insurance is not
will rule on transfers of stock to a con-sued. Section 4 sets forth those areas ¢domputed under a formula that would meet
trolled corporation where such transfergvhich they will not ordinarily be issued.the requirements of § 1.79-1(c)(2)(ii) of the
are undertaken prior to the distribution ofNot ordinarily” means that unique andincome Tax Regulations if the group con-
the stock of the controlled corporation ircompelling reasons must be demonstrated $isted of fewer than 10 employees.
a transaction qualifying under § 355justify the issuance of a ruling or determina- (2) Section 83.—Property Transferred
This exception to these no-rule provisiongon letter. Those sections reflect a numbén Connection with Performance of Ser-
is added to provide taxpayers with currertf specific questions and problems as well asces.—Whether a restriction constitutes
advice as to the Service’s practice in thigeneral areas. Section 5 lists specific areassubstantial risk of forfeiture, if the em-
area. for which the Service is temporarily not issuployee is a controlling shareholder. Also,
(3) Old section 4.01(11), dealing withing rulings and determinations because thosenether a transfer has occurred, if the
whether expenses are nondeductible cormatters are under extensive study. Finallgmount paid for the property involves a
muting expenses under 88 162 and 268ection 6 of this revenue procedure lists spaonrecourse obligation.
has been updated to cite a more recedific areas where the Service will not ordi- (3) Section 105(h).—Amount Paid to
revenue ruling. narily issue rulings because the Service hatighly Compensated Individuals Under
(4) New section 5.01(26), dealing withprovided automatic approval procedures fdbiscriminatory Self-Insured Medical Ex-
the § 1361 definition of an S corporationthese matters. pense Reimbursement Plan.—Whether,



following a determination that a self-in-tions, in one taxable year or in each oér partly of the corporation’s promise to
sured medical expense reimbursemeseveral years, amounts forgiven by thpay an amount based on, or contingent on,
plan is discriminatory, that plan had pretaxpayer in each of several years by eruture earnings of the corporation, when
viously made reasonable efforts to comdorsement on the note. the promise to pay is contingent on work-
ply with tax anti-discrimination rules. (11) Section 213.—Medical, Dental,ing capital being maintained at a certain
(4) Section 117.—Qualified Scholar-Etc., Expenses.— Whether a capital exevel, or any other similar contingency.
ships.—Whether an employer-relategpenditure for an item that is ordinarily (18) Section 302.—Distributions in Re-
scholarship or fellowship grant is excludi-used for personal, living, or family pur-demption of Stock.—Whether § 302(b) ap-
ble from the employee’s gross income, iposes, such as a swimming pool, has as fies to a redemption of stock, if after the
there is no intermediary private foundaprimary purpose the medical care of theedemption the distributing corporation
tion distributing the grants, as there wataxpayer or the taxpayer’s spouse or deises property that is owned by the share-
in Rev. Proc. 7647, 1976-2 C.B. 670. pendent, or is related directly to suctholder from whom the stock is redeemed
(5) Section 119.—Meals or Lodgingmedical care. and the payments by the corporation for
Furnished for the Convenience of the Em- (12) Section 264(b).—Certain Amountshe use of the property are dependent upon
ployer—Whether the value of meals oiPaid in Connection with Insurance Conthe corporation’s future earnings or are
lodging is excludible from gross incometracts.—Whether “substantially all” the pre-subordinate to the claims of the corpora-
by an employee who is a controllingmiums of a contract of insurance are paition’s general creditors. Payments for the
shareholder of the employer. within a period of 4 years from the date omse of property will not be considered to be
(6) Section 121 and former § 1034.—Exwhich the contract is purchased. Alsodependent upon future earnings merely be-
clusion of Gain from Sale of Principal Resiwhether an amount deposited is in paymentuse they are based on a fixed percentage
dence; Rollover of Gain on Sale of Principabf a “substantial number” of future premi-of receipts or sales.
Residence.—Whether property qualifies asms on such a contract. (19) Section 302.—Distributions in
the taxpayer’s principal residence. (13) Section 264(c)(1).—CertainRedemption of Stock.—Whether the ac-
(7) Section 125.—Cafeteria Plans.—Amounts Paid in Connection with Insurancejuisition or disposition of stock described
Whether amounts used to provide group=ontracts.—Whether § 264(c)(1) applies. in § 302(c)(2)(B) has, or does not have, as
term life insurance under 8§ 79, accident (14) Section 269.—Acquisitions Made toone of its principal purposes the avoid-
and health benefits under 88 105 and 10&vade or Avoid Income Tax.—Whether arance of federal income taxes within the
and dependent care assistance programgyuisition is within the meaning of § 269. meaning of that section, unless the facts
under § 129 are includible in the gross in- (15) Section 274.—Disallowance ofand circumstances are materially identical
come of participants and consideredertain Entertainment, Etc., Expenses.—to those set forth in Rev. Rul. 85-19,
“wages” for purposes of 88 3401, 3121Whether a taxpayer who is traveling awaj985-1 C.B. 94, Rev. Rul. 79-67, 1979-1
and 3306 when the benefits are offereffom home on business may, in lieu oC.B. 128, Rev. Rul. 77-293, 1977-2 C.B.
through a cafeteria plan. substantiating the actual cost of meal€91, Rev. Rul. 57-387, 1957-2 C.B. 225,
(8) Section 162.—Trade or Businessleduct a fixed per-day amount for meaRev. Rul. 56-584, 1956-2 C.B. 179, or
Expenses.—Whether compensation iexpenses that differs from the amounRev. Rul. 56-556, 1956-2 C.B. 177.
reasonable in amount. prescribed in the revenue procedure pro- (20) Section 302(b)(4) and (e).—Re-
(9) Section 163.—Interest.—The in-viding optional rules for substantiatingdemption from Noncorporate Shareholder
come tax consequences of transactions itihe amount of travel expenses for the pen Partial Liquidation; Partial Liquidation
volving “shared appreciation mortgage’riod in which the expense was paid or inBefined.—The amount of working capital
(SAM) loans in which a taxpayer, borrowingcurred, such as Rev. Proc. 97-59, 1997-a8tributable to a business or portion of a
money to purchase real property, pays @.B. 593, or its successor, Rev. Produsiness terminated that may be distrib-
fixed rate of interest on the mortgage loa@8-64, 1998-2 C.B. 825. uted in partial liquidation.
below the prevailing market rate and will (16) Section 302.—Distributions in (21) Section 312.—Effect on Earnings and
also pay the lender a percentage of the aRedemption of Stock.—Whether § 302(b}Profits.—The determination of the amount of
preciation in value of the real property upompplies when the consideration given irarnings and profits of a corporation.
termination of the mortgage. This applies toedemption by a corporation consists en- (22) Section 351.—Transfer to Corpo-
all SAM arrangements where the loan prairely or partly of its notes payable, andation Controlled by Transferor.—
ceeds are used for commercial or businetise shareholder’s stock is held in escromvhether § 351 applies to an exchange of
activities, or where used to finance a pelr as security for payment of the notestock for stock in the formation of a hold-
sonal residence, if the facts are not similar twith the possibility that the stock may oring company, and whether the taxpayer is
those described in Rev. Rul. 83-51, 1983-dill be returned to the shareholder in thesubject to the consequences of qualifica-
C.B. 48. (Also 88 61, 451, 461, 856, 1001future, upon the happening of specific detion under that section (such as nonrecog-
and 7701.) faults by the corporation. nition and basis consequences) that are
(10) Section 170.—Charitable, Etc., (17) Section 302.—Distributions inadequately addressed by a statute, regula-
Contributions and Gifts.—Whether a taxRedemption of Stock.—Whether § 302(bjJion, decision of the Supreme Court, tax
payer who advances funds to a charitabkgpplies when the consideration given itreaty, revenue ruling, revenue procedure,
organization and receives therefor aedemption by a corporation in exchangeotice, or other authority published in the
promissory note may deduct as contribufor a shareholder’s stock consists entirelinternal Revenue Bulletin. Transfers that
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do not involve the formation of a holdingclosely related to the subissue, and extion (such as nonrecognition and basis
company are not subject to this provisionplain why the subissue is not resolved bgonsequences) that are adequately ad-
For purposes of this provision, if suchthe authorities. The Service will requiredressed by a statute, regulation, decision
an exchange qualifies under both § 35the taxpayer or the taxpayer’s representaf the Supreme Court, tax treaty, revenue
and another corporate restructuring provtive (as the Service deems appropriate) taling, revenue procedure, notice, or other
sion and the other provision is not covstate to the best of knowledge and beliefuthority published in the Internal Rev-
ered by this revenue procedure, the Sethat the transaction will (or will not) qual- enue Bulletin.
vice will treat any request for aify under 8 351 if the Service rules as the For purposes of this provision, if a trans-
qualification ruling under the other provi-taxpayer proposes on the subissue. action qualifies under both § 368(a)(1)(A)
sion as a request for a qualification ruling A taxpayer may seek a presubmissioand another corporate restructuring provi-
under 8 351. Ataxpayer or the taxpayer’'sonference to determine whether a rulingion and the other provision is not covered
representative (as the Service deems apn the subissue can be obtained under thig this revenue procedure, the Service will
propriate) seeking a qualification rulingsection. Seesection 11.07 of Rev. Proc.treat any request for a qualification ruling
for such an exchange under any suc2000-1. If the Service issues a ruling on ander the other provision as a request for a
other provision must, accordingly, state tesubissue, the ruling will state that no opingualification ruling under § 368(a)(1)(A).
the best of knowledge and belief that thén is expressed as to whether the transai-taxpayer or the taxpayer’s representative
exchange does not qualify under § 351. tion in question qualifies under § 351. (as the Service deems appropriate) seeking
The Service will not rule on the qualifi- COLLATERAL ISSUES: Although a qualification ruling under any such other
cation of an exchange of stock under § 351he Service will not rule on the conseprovision must, accordingly, state to the
even if itis an integral part of a larger transquences of qualification of an exchangeest of knowledge and belief that the trans-
action that involves other issues upowf stock for stock in the formation of aaction does not qualify under
which the Service will rule and it is impos-holding company under § 351 if the con§ 368(a)(1)(A). The Service will continue
sible to determine the tax consequences séquences are adequately addressed byoaule on transactions that qualify under
the larger transaction without making a destatute, regulation, decision of the§ 368(a)(1)(G), even if they are also de-
termination with regard to the exchange oBupreme Court, tax treaty, revenue rulindined in § 368(a)(1)(A).
stock. However, in such event, the Serviceevenue procedure, notice, or other au- The Service will not rule on the qualifi-
will rule on the tax consequences of thé¢hority published in the Internal Revenuecation of a reorganization under
larger transaction, provided the taxpayer ddulletin, it will rule where the conse- § 368(a)(1)(A), even if it is an integral
the taxpayer’s representative (as the Sequences of qualification are not adepart of a larger transaction that involves
vice deems appropriate) states to the bestapfiately addressed by these authorities. Ther issues upon which the Service will
knowledge and belief that the exchangebtain a ruling on a collateral issue, theule and it is impossible to determine the
will (or will not) qualify under § 351. If the taxpayer or the taxpayer’s representativiax consequences of the larger transaction
Service issues a ruling on the larger trangas the Service deems appropriate) musithout determining the tax consequences
action, the ruling will state that no opinionstate to the best of knowledge and beliadf the reorganization. However, in such
is expressed as to whether or not the ethat the exchange qualifies under § 35kvent, the Service will rule on the tax con-
change qualifies under § 351. Notwithset forth the authorities most closely resequences of the larger transaction, pro-
standing the foregoing, the Service will ruldated to the collateral issue, and explaimided the taxpayer or the taxpayer’s rep-
on transfers of stock to a controlled corpowhy the collateral issue is not resolved byesentative (as the Service deems
ration where such transfers are undertakeéhese authorities. If the Service issues a@ppropriate) states to the best of knowl-
prior to the distribution of the stock of theruling on a collateral issue, the ruling willedge and belief that the reorganization
controlled corporation in a transaction qualstate that no opinion is expressed as twill (or will not) qualify under
ifying under § 355. whether the exchange in question qual§ 368(a)(1)(A). If the Service issues a
SUBISSUES: Additionally, the Servicefies under § 351. ruling on the larger transaction, the ruling
will have the discretion to rule on signifi- The Service will also continue to rule orwill state that no opinion is expressed as
cant subissues that must be resolved to desues that arise in connection with an exe whether or not the reorganization quali-
termine whether a transaction that is in thishange of stock for stock in the formatiorfies under § 368(a)(1)(A). For example,
no—rule area qualifies under § 351. Howef a holding company but do not depenthe Service will not rule on whether a
ever, the Service will only rule on theseipon or affect qualification under § 351. transaction constitutes a corporate reorga-
subissues if in the view of the Service they (23) Section 368(a)(1)(A).—Defini- nization within the meaning of
are significant and not clearly and adetions Relating to Corporate Reorganiza8 368(a)(1)(A), even if the larger transac-
guately addressed by a statute, regulatiotipns.—Whether a transaction constitutegon also involves the issue of whether a
decision of the Supreme Court, tax treaty corporate reorganization within theprior distribution of stock in a subsidiary
revenue ruling, revenue procedure, noticeneaning of § 368(a)(1)(A), including acontaining assets unwanted by the acquir-
or other authority published in the Internatransaction that qualifies undering corporation qualifies under § 355.
Revenue Bulletin. § 368(a)(1)(A) by reason ofSeeRev. Rul. 78-251, 1978-1 C.B. 89.
To obtain a ruling on a subissue, th& 368(a)(2)(D) or § 368(a)(2)(E), andHowever, in such event, if the taxpayer or
taxpayer must explain the significance ofvhether the taxpayer is subject to the corthe taxpayer’s representative (as the Ser-
the subissue, set forth the authorities mosequences of qualification under that se&ice deems appropriate) states to the best



of knowledge and belief that the mergeor the taxpayer’s representative (as thef the acquisition. However, in such
qualifies under § 368(a)(1)(A), the SerService deems appropriate) must state &vent, the Service will rule on the tax con-
vice will rule as to whether the prior stockthe best of knowledge and belief that theequences of the larger transaction, pro-
distribution qualifies under § 355. Suchransaction gualifies undervided the taxpayer or the taxpayer’s rep-
ruling will state that no opinion is ex-8 368(a)(1)(A), set forth the authoritiesesentative (as the Service deems
pressed as to whether or not the reorgamiiost closely related to the collateral issu@ppropriate) states to the best of knowl-
zation qualifies under § 368(a)(1)(A).  and explain why the collateral issue is naédge and belief that the acquisition will
SUBISSUES: Additionally, the Serviceresolved by these authorities. If the Servicgr will not) qualify under § 368(a)(1)(B).
will have the discretion to rule on signifi-issues a ruling on a collateral issue, the rulf the Service issues a ruling on the larger
cant subissues that must be resolved to dag will state that no opinion is expressed agansaction, the ruling will state that no
termine whether the transaction qualifieo whether the transaction in question quabpinion is expressed as to whether or not
under 8§ 368(a)(1)(A) (including transac4fies under § 368(a)(1)(A). the acquisition qualifies under
tions qualifying by reason of § 368(a)(2)(D) The Service will also continue to rule§ 368(a)(1)(B). Notwithstanding the
or § 368(a)(2)(E)). However, the Servicen issues that arise in connection with #oregoing, the Service will rule on trans-
will only rule on such subissues if in thetransaction under § 368(a)(1)(A) but dders of stock to a controlled corporation
view of the Service they are significant anshot depend upon or affect qualificationwhere such transfers are undertaken prior
not clearly and adequately addressed byumder § 368(a)(1)(A). to the distribution of the stock of the con-
statute, regulation, decision of the Supreme (24) Section 368(a)(1)(B).—Defini- trolled corporation in a transaction quali-
Court, tax treaty, revenue ruling, revenuéons Relating to Corporate Reorganizafying under § 355.
procedure, notice, or other authority pubtions.—Whether the acquisition of stock SUBISSUES: Additionally, the Ser-
lished in the Internal Revenue Bulletin. Tan the formation of a holding companyvice will have the discretion to rule on
obtain a ruling on such a subissue, the tagonstitutes a corporate reorganizatiosignificant subissues that must be re-
payer must explain the significance of thevithin the meaning of § 368(a)(1)(B), andsolved to determine whether a transaction
subissue, set forth the authorities mosthether the taxpayer is subject to the corthat is in this no-rule area qualifies under
closely related to the subissue, and explagequence of qualification under that se 368(a)(1)(B). However, the Service
why the subissue is not resolved by theg@n (such as nonrecognition and basiwill only rule on these subissues if in the
authorities. The taxpayer or the taxpayersonsequences) that are adequately adiew of the Service they are significant
representative (as the Service deems appdressed by a statute, regulation, decisicaand not clearly and adequately addressed
priate) will also be required to state to thef the Supreme Court, tax treaty, revenuly a statute, regulation, decision of the
best of knowledge and belief that the transuling, revenue procedure, notice, or otheBupreme Court, tax treaty, revenue ruling,
action will (or will not) qualify under authority published in the Internal Rev+evenue procedure, notice, or other au-
§ 368(a)(1)(A), if the Service rules as thenue Bulletin. Acquisitions of stock thatthority published in the Internal Revenue
taxpayer proposes on the subissue. do not involve the formation of a holdingBulletin. To obtain a ruling on a subissue,
A taxpayer may seek a presubmissionompany are not subject to this provisionthe taxpayer must explain the significance
conference to determine whether a ruling For purposes of this provision, if suchof the subissue, set forth the authorities
on the subissue can be obtained under thas acquisition of stock qualifies undemost closely related to the subissue, and
section.Seesection 11.07, Rev. Proc.both § 368(a)(1)(B) and another corporatexplain why the subissue is not resolved
2000-1. If the Service issues a ruling orestructuring provision, and the other proby these authorities. The Service will re-
a subissue, the ruling will state that nwision is not covered by this revenue proguire the taxpayer or the taxpayer’s repre-
opinion is expressed as to whether theedure, the Service will treat any requestentative (as the Service deems appropri-
transaction in question qualifies undefor a qualification ruling under the otherate) to state to the best of knowledge and
§ 368(a)(1)(A). provision as a request for a qualificatiorbelief that the acquisition will (or will
COLLATERAL ISSUES: Although ruling under § 368(a)(1)(B). A taxpayernot) qualify under § 368(a)(1)(B), if the
the Service will not rule on the conseor the taxpayer’s representative (as th8ervice rules as the taxpayer proposes on
guences of qualification as a reorganizéService deems appropriate) seeking the subissue.
tion under § 368(a)(1)(A) if the conse-qualification ruling for such an acquisi- A taxpayer may seek a presubmission
guences are adequately addressed bytian under any such other provision mustonference to determine whether a ruling
statute, regulation, decision of theaccordingly, state to the best of knowlon the subissue can be obtained under this
Supreme Court, tax treaty, revenue rulinggdge and belief that the acquisition doesection. Seesection 11.07, Rev. Proc.
revenue procedure, notice, or other aurot qualify under § 368(a)(1)(B). 2000-1. If the Service issues a ruling on
thority published in the Internal Revenue The Service will not rule on the qualifi-a subissue, the ruling will state that no
Bulletin, it will rule where the conse- cation of an acquisition of stock undeiopinion is expressed on whether the ac-
guences of qualification are not ade§ 368(a)(1)(B), even if it is an integralquisition in question qualifies under
guately addressed by these authoritiepart of a larger transaction that involveg 368(a)(1)(B).
For example, the Service will issue ather issues upon which the Service will COLLATERAL ISSUES: Although
§ 381(c)(4) ruling in connection with arule and it is impossible to determine théhe Service will not rule on the conse-
§ 368(a)(1)(A) reorganization. To obtairtax consequences of the larger transactiquence of qualification of an acquisition
a ruling on a collateral issue, the taxpayewxithout determining the tax consequencesf stock in the formation of a holding

January 3, 2000 106 2000-1 I.R.B.



company under § 368(a)(1)(B) if the con{corporate charter amended to providappropriate) states to the best of knowl-
sequences are adequately addressed bpraferred stock with increased redemptiordge and belief that the reorganization
statute, regulation, decision of theand liquidation value, where common anavill (or will not) qualify under
Supreme Court, tax treaty, revenue rulingreferred stock held pro rata); § 368(a)(1)(F). If the Service issues a rul-
revenue procedure, notice, or other au- Rev. Rul. 55-112, 1955-1 C.B. 344ng on the larger transaction, the ruling
thority published in the Internal Revenudcommon stock exchanged for preferreaill state that no opinion is expressed as
Bulletin, it will rule where the conse- stock); and to whether or not the reorganization quali-
guences of qualification are not ade- Rev. Rul. 54-482, 1954-2 C.B. 14&ies under § 368(a)(1)(F).
guately addressed by these authorities. Told common stock exchanged for new SUBISSUES: Additionally, the Ser-
obtain a ruling on a collateral issue, theommon stock). vice will have the discretion to rule on
taxpayer or the taxpayer’s representative The above no-ruling area does nosignificant subissues that must be re-
(as the Service deems appropriate) muapply, however, to any corporate recapisolved to determine whether a transaction
state to the best of knowledge and belidghlization that is an integral part of athat is in this no-rule area qualifies under
that the acquisition qualifies underarger transaction, if it is impossible to de§ 368(a)(1)(F). However, the Service will
§ 368(a)(1)(B), set forth the authoritiegermine the tax consequences of the largenly rule on such subissues if in the view
most closely related to the collateratransaction without making a determinaef the Service they are significant and not
issue, and explain why the collateral issuton with regard to the recapitalization. clearly and adequately addressed by a
is not resolved by these authorities. If the (27) Section 368(a)(1)(F).—Defini- statute, regulation, decision of the
Service issues a ruling on a collaterations Relating to Corporate ReorganizaSupreme Court, tax treaty, revenue ruling,
issue, the ruling will state that no opiniortions.—Whether a transaction constitutesevenue procedure, notice, or other au-
is expressed as to whether the acquisitian reorganization within the meaning othority published in the Internal Revenue
in guestion qualifies under § 368(a)(1)(F), and whether the taxpaydBulletin. To obtain a ruling on such a
§ 368(a)(1)(B). is subject to the consequences of qualifsubissue, the taxpayer must explain the
The Service will also continue to rule orcation under that section (such as norsignificance of the subissue, set forth the
issues that arise in connection with an acecognition and basis consequences) thatithorities most closely related to the
quisition of stock in the formation of aare adequately addressed by a statute, resgtbissue, and explain why the subissue is
holding company but do not depend upoulation, decision of the Supreme Courtnot resolved by these authorities. The
or affect qualification under § 368(a)(1)(B).tax treaty, revenue ruling, revenue proceService will require the taxpayer or the
(25) Section 368(a)(1)(B).—Defini- dure, notice, or other authority publishedaxpayer’s representative (as the Service
tions Relating to Corporate Reorganizain the Internal Revenue Bulletin. deems appropriate) to state to the best of
tions.—The acceptability of an estimation For purposes of this provision, if aknowledge and belief that the transaction
procedure or the acceptability of a speransaction qualifies under bothwill (or will not) qualify under
cific sampling procedure to determine th& 368(a)(1)(F) and another corporate re§ 368(a)(1)(F), if the Service rules as the
basis of stock acquired by an acquiringtructuring provision, and the other provitaxpayer proposes on the subissue.
corporation in a reorganization describedion is not covered by this revenue proce- A taxpayer may seek a presubmission
in § 368(a)(1)(B). dure, the Service will treat any request foconference to determine whether a ruling
(26) Section 368(a)(1)(E).—Definitionsa qualification ruling under the other pro-on the subissue can be obtained under this
Relating to Corporate Reorganizations.—vision as a request for a qualification rulsection. Seesection 11.07, Rev. Proc.
Whether a transaction constitutes a corping under § 368(a)(1)(F). A taxpayer o2000-1. If the Service issues a ruling on
rate recapitalization within the meaning othe taxpayer’s representative (as the Seai- subissue, the ruling will state that no
§ 368(a)(1)(E) (or a transaction that alseice deems appropriate) seeking a qualifepinion is expressed on whether the trans-
qualifies under § 1036) when either (i) theation ruling under any such other proviaction in question qualifies under
transaction involves a closely held corposion must, accordingly, state to the best & 368(a)(1)(F).
ration or (ii) the issues involved are subknowledge and belief that the transaction COLLATERAL ISSUES: Although
stantially similar to those described in theloes not qualify under § 368(a)(1)(F). the Service will not rule on the conse-
following revenue rulings: The Service will not rule on the qualifi- quences of qualification as a reorganiza-
Rev. Rul. 82-34, 1982-1 C.B. 59 (concation of a reorganization undertion under § 368(a)(1)(F) if the conse-
tinuity of business enterprise); § 368(a)(1)(F), even if it is an integralquences are adequately addressed by a
Rev. Rul. 77-479, 1977-2 C.B. 11%art of a larger transaction that involvestatute, regulation, decision of the
(continuity of shareholder interest); other issues upon which the Service wilSupreme Court, tax treaty, revenue ruling,
Rev. Rul. 77-238, 1977-2 C.B. 115ule and it is impossible to determine theevenue procedure, notice, or other au-
(conversion of shares of one class of stodlax consequences of the larger transactighority published in the Internal Revenue
into shares of another class, as permittegithout determining the tax consequenceBulletin, it will rule where the conse-
by certificate of incorporation); of the reorganization. However, in suclquences of qualification are not ade-
Rev. Rul. 74-269, 1974-1 C.B. 87event, the Service will rule on the tax conguately addressed by these authorities. To
(major shareholder’s exchange of comsequences of the larger transaction, prebtain a ruling on a collateral issue, the
mon stock for preferred stock); vided the taxpayer or the taxpayer’s repraxpayer or the taxpayer’s representative
Rev. Rul. 56-654, 1956-2 C.B. 21&esentative (as the Service deem@s the Service deems appropriate) must



state to the best of knowledge and beligfontractor’s participation in such a plan (43) Section 4980B.—Failure to Sat-
that the transaction qualifies undemay be issued. isfy Continuation Coverage Requirements
§ 368(a)(1)(F), set forth the authorities (32) Section 641.—Imposition of of Group Health Plans.—Whether an ac-
most closely related to the collateral issu€&ax.—Whether the period of administration is “gross misconduct” within the
and explain why the collateral issue is naion or settlement of an estate or a trugheaning of § 4980B(f)(3)(B). Seesec-
resolved by these authorities. If the Serfother than a trust described in § 664) idon 3.05 of Rev. Proc. 87-28, 1987-1
vice issues a ruling on a collateral issuegeasonable or unduly prolonged. C.B. 770, 771.)

the ruling will state that no opinion is ex- (33) Section 642(c).—Deduction for (44) Section 7701.—Definitions.—
pressed as to whether the transaction #Wamounts Paid or Permanently Set Asid&he classification of an instrument that
guestion qualifies under 8 368(a)(1)(F). for a Charitable Purpose.—Allowance ohas certain voting and liquidations rights

The Service will also continue to rulean unlimited deduction for amounts sein an issuing corporation but whose divi-
on issues that arise in connection with aside by a trust or estate for charitabldend rights are determined by reference to
transaction under § 368(a)(1)(F) but dpurposes when there is a possibility thahe earnings of a segregated portion of the
not depend upon or affect qualificatiorthe corpus of the trust or estate may be ifissuing corporation’s assets, including as-
under § 368(a)(1)(F). vaded. sets held by a subsidiary.

(28) Section 425.—Substitution or As- (34) Section 664.—Charitable Re- .02 General Areas.
sumption of Incentive Stock Options.—mainder Trusts.—Whether the settlement (1) The results of transactions that lack
Whether the substitution of a new Incenef a charitable remainder trust upon tha bona fide business purpose or have as
tive Stock Option (“ISQ”) for an old ISO, termination of the noncharitable interestheir principal purpose the reduction of
or the assumption of an old 1SO, by ams made within a reasonable period ofederal taxes.
employer by reason of a corporate trangime. (2) A matter upon which a court deci-
action constitutes a modification which (35) Section 704(e).—Family Partnersion adverse to the Government has been
results in the issuance of a new option bghips.—Matters relating to the validity ofhanded down and the question of follow-
reason of failing to satisfy the spread test family partnership when capital is not ang the decision or litigating further has
requirement of § 425(a)(1) or the ratio tesiaterial income producing factor. not yet been resolved.
requirement of § 1.425-1(a)(4). The Ser- (36) Section 856.—Definition of Real (3) A matter involving alternate plans
vice will continue to rule on the issue ofEstate Investment Trust.—Whether a comf proposed transactions or involving hy-
whether the new ISO or the assumption gforation whose stock is “paired” with orpothetical situations.
the old ISO gives the employee additiondistapled” to stock of another corporation (4) A matter involving the federal tax
benefits not present under the old optiowill qualify as a real estate investmentonsequences of any proposed federal,
within the meaning of § 425(a)(2). trust under § 856, if the activities of thestate, local or municipal legislation. The

(29) Section 451.—General Rule forcorporations are integrated. Service may provide general information
Taxable Year of Inclusion.—The tax con- (37) Section 1034 (prior to TRA in response to an inquiry.
sequences of a non-qualified unfunded997).—See section 3.01(6), above. (5) Whether under Subtitle F (Procedure
deferred-compensation arrangement with (38) Section 1221.—Capital Asset Deand Administration) reasonable cause, due
respect to a controlling shareholder-emfined.—Whether specialty stock allocatedliligence, good faith, clear and convincing
ployee eligible to participate in theto an investment account by a registereevidence, or other similar terms that require
arrangement. specialist on a national securities exa factual determination exist.

(30) Section 451.—General Rule forchange is a capital asset. (6) Whether a proposed transaction would
Taxable Year of Inclusion.—The tax conse- (39) Section 1551.—Disallowance ofsubject the taxpayer to a criminal penalty.
guences of unfunded deferred-compenstie Benefits of the Graduated Corporate (7) A request that does not comply
tion arrangements where the arrangemerf&ates and Accumulated Earnings Credit.—with the provisions of Rev. Proc. 2000-1.
fail to meet the requirements of Rev. Prod/Vhether a transfer is within § 1551. (8) Whether, under the common law
92-65, 1992-2 C.B. 428, and Rev. Proc. (40) Section 2031.—Definition of rules applicable in determining the em-
71-19,1971-1 C.B. 698. Gross Estate.—Actuarial factors for valuployer-employee relationship, a profes-

(31) Sections 451 and 457.—Generdhg interests in the prospective gross esional staffing corporation (loan-out cor-
Rule for Taxable Year of Inclusion; De-tate of a living person. poration) or the subscriber is the
ferred Compensation Plans of State and (41) Section 2512.—Valuation of employer of individuals, if:

Local Governments and Tax-Exempt OrGifts.—Actuarial factors for valuing (i) the loan-out corporation hires em-
ganizations.—The tax consequences forospective or hypothetical gifts of aployees of the subscriber and assigns the
unidentified independent contractors irdonor. employees back to the subscriber, or
nonqualified unfunded deferred-compen- (42) Sections 3121, 3306, and 3401.— (ii) the loan-out corporation assigns in-
sation plans. This applies to plans estalDefinitions.—For purposes of determin-dividuals to subscribers for more than a
lished under § 451 by employers in théng prospective employment statustemporary period (1 year or longer).
private sector and to plans of state andhether an individual will be an em-

local governments and tax-exempt orggeloyee or an independent contractor. AECTION 4. AREAS IN WHICH

nizations under § 457. However, a rulinguling with regard to prior employmentRULINGS OR DETERMINATION

with respect to a specific independenstatus may be issued. LETTERS WILL NOT ORDINARILY



BE ISSUED ages, etc. is a proper allocation for feder&3.
. . tax purposes. (11) Sections 162 and 262.—Trade or

.01 Specific questions and problems. (7) gection 141.—Private Activity Business Expenses: Personal, Living, and

(1) Sections 38, 39, 46, and 48.—Genggng: Qualified Bond.—With respect toFamily Expenses.—Whether expenses
eral Business Credit; Carryback and Catyqyests made pursuant to Rev. Proare nondeductible commuting expenses,
ryforward of Unused Credits; Amount ofgg_33 19881 C.B. 835, whether state @xcept for situations governed by Rev.
Credit; Energy Credit; Reforestationgca) ponds will meet the “private busi-Rul. 997, 1999-5 I.R.B. 4.
Credit.—Application of these sectionspegs yse test” and the “private security or (12) Section 163.—See section
where the formal ownership of property issayment test” under § 141(b)(1) and (2%.01(3), above.
in a party other than the taxpayer, excepf sjtuations in which the proceeds are (13) Section 167.—Depreciation.
when title is held merely as security. used to finance certain output facilities (i) Useful lives of assets.

(2) Section 61.—Gross Income Déxng, pursuant to a contract to take, or take (i) Depreciation rates.
fined —Determination as to who is the trug pay for, a nongovernmental person pur- (i) Salvage value of assets.
owner of property in cases involving thechases 30 percent or more of the actual (14) Sections 167 and 168.—Depreci-
sale of securities, or participation interestgyinyt of the facility but 10 percent or lesstion; Accelerated Cost Recovery Sys-
therein, where the purchaser has the Cogt the subparagraph (5) output of the falem.—Application of those sections
tractual right to cause the securities, or pagility as defined in § 1.103—7(b)(5)(ii)(b) where the formal ownership of property is
ticipation interests therein, to be purchasegssued under former § 103(b)). In similain a party other than the taxpayer except
by either the seller or a third party. situations, the Service will not ordinarilywhen title is held merely as security.

(3) Sections 61 and 163.—Gross Inissye rulings or determination letters con- (15) Section 170.—Charitable, Etc.,
come Defined; Interest—Determinationgerning questions arising under paraontributions and Gifts.—Whether a
as to who is the true owner of property ographs (3), (4), and (5) of § 141(b). transfer to a pooled income fund de-
the true borrower of money in cases in (8) Sections 142 and 144.—Exempscribed in § 642(c)(5) qualifies for a char-
which the formal ownership of the prop-Facility Bond; Qualified Small Issueitable contribution deduction under
erty, or the liability for the indebtednessgond.—Whether an issue of private acg 170(f)(2)(A).
is in another party. tivity bonds meets the requirements of (16) Section 170(c).—Charitable, Etc.,

(4) Section 103.—Interest on State ang 142 or § 144(a), if the sum of— Contributions and Gifts.—Whether a tax-
Local Bonds.—Whether the interest on (j) the portion of the proceeds used payer who transfers property to a charita-
state or local bonds will be excludible to finance a facility in which an  ble organization and thereafter leases
from gross income under § 103(a), if the owner (or a related person) or a back all or a portion of the transferred
proceeds of issues of bonds (other than |essee (or a related person) is a user property may deduct the fair market value
advance refunding issues) are placed in of the facility both after the bonds of the property transferred and leased
escrow or otherwise not expended for a are issued and at any time before the back as a charitable contribution.
governmental purpose for an extended pe- bonds were issued, and (17) Section 170.—Charitable, Etc.,
riod of time even though the proceeds are (ji) the portion used to pay issuance Contributions and Gifts.—Whether a
invested at a yield that will not exceed the costs and non-qualified costs, transfer to a charitable remainder trust de-
yield on the state or local bonds prior t@quals more than 5 percent of the net prseribed in § 664 that provides for annuity
their expenditure. ceeds, as defined in § 150(a)(3). or unitrust payments for one or two mea-

(5) Section 103.—lInterest on State and (9) Section 148.—Arbitrage.— suring lives qualifies for a charitable de-
Local Bonds.—Whether a state or localVhether amounts received as proceedkiction under § 170(f)(2)(A).
governmental obligation that does nofrom the sale of municipal bond financed (18) Section 216.—Deduction of
meet the criteria of section 5 of Rev. Progroperty and pledged to the payment dfaxes, Interest, and Business Deprecia-
89-5, 1989-1 C.B. 774, is an “arbitragelebt service or pledged as collateral foiion by Cooperative Housing Corporation
bond” within the meaning of former the municipal bond issue are sinking fun@enant—Stockholder.—If a cooperative
§ 103(c)(2) solely by reason of the investproceeds within the meaning of formehousing corporation (CHC), as defined in
ment of the bond proceeds in acquire@ 1.103-13(g) (issued under formeg 216(b)(1), transfers an interest in real
nonpurpose obligations at a materiall\§ 103(c)) or replaced proceeds describeatoperty to a corporation (not a CHC) in
higher yield more than 3 years after isin § 148(a)(2) (or former § 103(c)(2)(B)). exchange for stock or securities of the
suance of the bonds or 5 years after is- (10) Section 162.—Trade or Businessransferee corporation, which engages in
suance of the bonds in the case of colExpenses.—Whether the requisite riskommercial activity with respect to the
struction issues described in formeshifting and risk distribution necessary taeal property interest transferred, whether
§ 1.103-13(a)(2)(ii)(E). constitute insurance are present for puf#) the income of the transferee corpora-

(6) Sections 104(a)(2) and 3121.—poses of determining the deductibilitytion derived from the commercial activity,
Compensation for Injuries or Sicknessunder § 162 of amounts paid (premiumsand (ii) any cash or property (attributable
Definitions.—Whether an allocation ofby a taxpayer for insurance, unless th® the real property interest transferred)
the amount of a settlement award (includfacts of the transaction are within thalistributed by the transferee corporation
ing a lump sum award) between back pagcope of Rev. Rul. 78-338, 1978-2 C.Bwo the CHC will be considered as gross in-
compensatory damages, punitive damt07, or Rev. Rul. 77-316, 1977-2 C.Bcome of the CHC for the purpose of deter-



mining whether 80 percent or more of th@r Loss to Shareholders in Corporate Ligeorporation, if the transferee engages in
gross income of the CHC is derived fronuidations.—The tax effect of the liquida-commercial activity with respect to the
tenant—stockholders within the meaningion of a corporation by a series of distribreal property interest transferred.

of § 216(b)(1)(D). utions, when the distributions in (32) Section 355.—Distribution of
(19) Section 262.—See sectioriquidation are to be made over a period iStock and Securities of a Controlled Cor-

4.01(11), above. excess of 3 years from the adoption of theoration.—Whether the active business
(20) Section 265(a)(2).—Expenses anglan of liquidation. requirement of § 355(b) is met when,

Interest Relating to Tax-Exempt In- (27) Section 341.—Collapsible Corpo-within the 5-year period described in
come.—Whether indebtedness is incurredhtions.—Whether a corporation will be§ 355(b)(2)(B), a distributing corporation
or continued to purchase or carry obligaconsidered to be a “collapsible corporaacquired control of a controlled corpora-
tions the interest on which is wholly ex-tion,” that is, whether it was “formed ortion as a result of the distributing corpora-
empt from the taxes imposed by subtitle Aavailed of” with the view of certain tax tion transferring cash or other liquid or in-
(21) Section 302.—Distributions inconsequences. However, ruling requesestive assets to the controlled corporation
Redemption of Stock.—The tax effect ofwill be considered on this matter when thén a transaction in which gain or loss was
the redemption of stock for notes, whemnterprise (i) has been in existence for aot recognized as a result of the transfer
the payments on the notes are to be malismast 20 years or has clearly demonstratedeeting the requirements of § 351(a) or
over a period in excess of 15 years frorthat it has realized two-thirds of the tax§ 368(a)(1)(D).
the date of issuance of such notes. able income to be derived from the manu- (33) Section 355.—Distribution of
(22) Section 302(b)(4) and (e).—Refacturing, constructing, producing, or purStock and Securities of a Controlled Cor-
demption from Noncorporate Shareholdechasing of property as stated imoration.—Whether a distribution of
in Partial Liquidation; Partial Liquidation 8 341(b)(1)(A) and as described in Rewtock or securities is described in
Defined.—Whether a distribution will Rul. 72—-48, 1972-1 C.B. 102; (ii) has hag 355(a)(1) when the gross assets of the
qualify as a distribution in partial liquida-an aggregate change in the shareholdetsades or businesses relied on to satisfy
tion under 8§ 302(b)(4) and (e)(1)(A), un-nterests of not more than 10 percent duthe active trade or business requirement
less it results in a 20 percent or greater réag that period (except for transfersof § 355(b) will have a fair market value
duction in (i) gross revenue, (ii) net fairamong family members, as defined irthat is less than 5 percent of the total fair
market value of assets, and (iii) employ§ 267(c)(4), or redemptions of stock tanarket value of the gross assets of the
ees. (Partial liquidations that qualify agpay death taxes pursuant to 8§ 303); armbrporation directly conducting the trades
§ 302(e)(2) business terminations are ndiii) has conducted substantially the samer businesses. The Service may rule that
subject to this provision.) trade or business during that period. Thehe trades or businesses satisfy the active
(23) Sections 302(b)(4) and (e), 331period referred to in (ii) and (iii) above istrade or business requirement of 8§ 355(b)
332, and 346(a).—Effects on Recipientshe lesser of 20 years of corporate exisfit can be established that, based upon all
of Distributions in Corporate Liquida- tence or the period in which the enterpriseelevant facts and circumstances, the
tions.—The tax effect of the liquidation ofhas realized two-thirds of the taxable intrades or businesses are @t minimis
a corporation preceded or followed by theome from activities specified incompared with the other assets or activi-

reincorporation of all or a part of the busi§ 341(b)(1)(A). ties of the corporation and its subsidiaries.
ness and assets when more than a nominal28) Section 346(a).—See section (34) Section 441(i).—Taxable Year of
amount of the stock (that is, more than 28.01(23), above. Personal Service Corporations.—
percent in value) of both the liquidating (29) Section 346(a).—See sectiotWhether the principal activity of the tax-
corporation and the transferee corporatio#.01(26), above. payer during the testing period for the tax-

is owned by the same shareholders; or (30) Section 351.—Transfer to Corpo-able year is the performance of personal
when a liquidation is followed by the saleration Controlled by Transferor.—The taxservices within the meaning of
of the corporate assets by the shareholdezBect of the transfer when part of the con§ 1.441-4T(d)(2)(ii).
to another corporation in which suchsideration received by the transferors con- (35) Section 448(d)(2)(A).—Limitation
shareholders own more than a nominalists of an instrument that is a bonden Use of Cash Method of Accounting;
amount of the stock (that is, more than 28ebenture, or any other evidence of inQualified Personal Service Corporation.—
percent in value). debtedness of the transferee and a det&¢hether 95 percent or more of the time
(24) Section 306.—Dispositions ofmination as to whether the “indebtednessSpent by employees of the corporation,
Certain Stock.—Whether the distributionis properly classified as debt or equity iserving in their capacity as such, is devoted
or disposition or redemption of “sectionrequired in order to establish that the reto the performance of services within the
306 stock” in a closely held corporation iquirements of § 351 are met. meaning of § 1.448-1T(e)(4)(i).
in pursuance of a plan having as one of its (31) Section 351.—Transfer to Corpo- (36) Section 451.—General Rule for
principal purposes the avoidance of fedration Controlled by Transferor.— Taxable Year of Inclusion.—The tax con-
eral income taxes within the meaning oWhether § 351 applies to the transfer cdequences of a nonqualified deferred

8§ 306(b)(4). an interest in real property by a cooperesompensation arrangement using a
(25) Sections 331 and 332.—See setive housing corporation (as described igrantor trust where the trust fails to meet
tion 4.01(23), above. § 216(b)(1)) to a corporation in exchangéhe requirements of Rev. Proc. 92—64,

(26) Sections 331 and 346(a).—Gaitfior stock or securities of the transfered992-2 C.B. 422.



(37) Section 584.—Common Trust§ 2055(e)(2)(A). tant Chief Counsel having jurisdiction for
Funds.—Whether a common trust fund (45) Section 2055.—Transfers fBub- the matters on which the taxpayer is seek-
plan meets the requirements of § 584ic, Charitable, and Religious Uses.—ing a letter ruling to discuss whether a letter
(For & 584 plan drafting guidance, se&Vhether a transfer to a charitable remainuling will be issued on part of the transac-
Rev. Proc. 92-51, 1992-1 C.B. 988.)  der trust described in § 664 that provideson.

(38) Section 642.—Special Rules forfor annuity or unitrust payments for one or (3) Situations where two or more items
Credits and Deductions; Pooled Incomévo measuring lives qualifies for a charitaor sub-methods of accounting are interre-
Fund.—Whether a pooled income fundle deduction under § 2055(e)(2)(A). lated. If two or more items or sub-meth-
satisfies the requirements described in (46) Section 2522.—Charitable andds of accounting are interrelated, ordi-
8§ 642(c)(5). Similar Gifts.—Whether a transfer to anarily a letter ruling will not be issued on

(39) Section 664.—Charitable Repooled income fund described ina change in accounting method involving
mainder Trusts.—Whether a charitabl& 642(c)(5) qualifies for a charitable de-only one of the items or sub-methods.
remainder trust that provides for annuityduction under § 2522(c)(2)(A). (4) The tax effect of any transaction to
or unitrust payments for one or two mea- (47) Section 2522.—Charitable ande consummated at some indefinite future
suring lives satisfies the requirements de&sSimilar Gifts.—Whether a transfer to atime.
scribed in § 664. charitable remainder trust described in (5) Any matter dealing with the ques-

(40) Sections 671 to 679.—Grantor$g 664 that provides for annuity or unitrustion of whether property is held primarily
and Others Treated as Substantial Owpayments for one or two measuring live$or sale to customers in the ordinary
ers.—In a nonqualified, unfunded de-qualifies for a charitable deduction undecourse of a trade or business.
ferred compensation arrangement de§ 2522(c)(2)(A). (6) The tax effect of a transaction if
scribed in Rev. Proc. 92—-64, the tax (48) Section 2702.—Special Valuatiorany part of the transaction is involved in
consequences of the use of a trust, othBules in Case of Transfers of Interests ilitigation among the parties affected by
than the model trust described in that revfrusts.—Whether annuity interests ar¢he transaction, except for transactions in-
enue procedure. qualified annuity interests under § 2702 iffolving bankruptcy reorganizations.

(41) Section 816.—Life Insurancethe amount of the annuity payable annu- (7)(a) Situations where the taxpayer or a
Company Defined.—Whether the requially is more than 50 percent of the initiakelated party is domiciled or organized in a
site risk shifting and risk distribution nec-net fair market value of the propertyforeign jurisdiction with which the United
essary to constitute insurance are presdamansferred to the trust, or if the value oStates does not have an effective mecha-
for purposes of determining if a companyhe remainder interest is less than 10 penism for obtaining tax information with re-
is an “insurance company” undercent of the initial net fair market value ofspect to civil tax examinations and criminal
§ 1.801-3(a), unless the facts of the tranthe property transferred to the trust. Fatax investigations, which would preclude
action are within the scope of Rev. Rulpurposes of the 10 percent test, the valuke Service from obtaining information lo-
78-338, 1978-2 C.B. 107, or Rev. Rulof the remainder interest is the presergated in such jurisdiction that is relevant to
77-316, 1977-2 C.B. 53. value determined under § 7520 of théhe analysis or examination of the tax issues

(42) Section 1362.—Election; Revocafight to receive the trust corpus at the exnvolved in the ruling request.
tion; Termination.—All situations in piration of the term of the trust. The pos- (b) The provisions of subsection (a)
which an S corporation is eligible to ob-sibility that the grantor may die prior toabove shall not apply if the taxpayer or af-
tain relief for late S corporation, qualifiedthe expiration of the specified term is nofected related party (i) consents to the dis-
subchapter S subsidiary, qualified subtaken into account, nor is the value of anglosure of all relevant information re-
chapter S trust, or electing small businesgversion retained by the grantor or thguested by the Service in processing the

trust elections under sections 4 and 5 @trantor’s estate. ruling request or in the course of an exam-
Rev. Proc. 98-55, 1998-2 C.B. 645. (For (49) Section 3121.—See sectionnation in order to verify the accuracy of

instructions on how to seek this relief, sed.01(6), above. the representations made and to otherwise
Rev. Proc. 98-55.) .02 General areas. analyze or examine the tax issues in-

(43) Section 1502.—Regulations.— (1) Any matter in which the determina-volved in the ruling request, and (ii)
Whether a parent cooperative housingon requested is primarily one of factwaives all claims to protection of bank or
corporation (as defined in § 216(b)(1)e.g, market value of property, or whetherommercial secrecy laws in the foreign
will be permitted to file a consolidated in-an interest in a corporation is to be treatgdrisdiction with respect to the informa-
come tax return with its transferee subas stock or indebtedness. tion requested by the Service. In the
sidiary, if the transferee engages in com- (2) Situations where the requested rulingvent the taxpayer’s or related party’s
mercial activity with respect to the realdeals with only part of an integrated transeonsent to disclose relevant information
property interest transferred to it by thection. Generally, a letter ruling will not beor to waive protection of bank or com-
parent. issued on only part of an integrated transamercial secrecy is determined by the Ser-

(44) Section 2055.—Transfers fortion. If, however, a part of a transactiorvice to be ineffective or of no force and
Public, Charitable, and Religious Uses.—falls under a no-rule area, a letter ruling oeffect, then the Service may retroactively
Whether a transfer to a pooled incomether parts of the transaction may be issuegtscind any ruling rendered in reliance on
fund described in § 642(c)(5) qualifies forBefore preparing the letter ruling request, auch consent.

a charitable deduction undertaxpayer should call the Office of the Assis- (8) Questions involving the validity of



the federal income tax and other taxes sgally all of the organization’s assets conaccrued by a corporation to an exempt or-
forth in the Code, questions on the authosists or will consist of life insurance poli-ganization as described in 8 501(c)(7) or

ity or jurisdiction of the Service to en-cies on the lives of the members. § 501(c)(20) are deductible under § 162.
force the Code or collect information, or .06 Section 101.—Certain Death Ben- .12 Section 213.—Medical, Dental,
similar matters. efits.—Whether there has been a transfetc., Expenses.—Whether amounts paid
for value for purposes of for medical insurance (or other medical
SECTION 5. AREAS UNDER § 101(a) in situations involving a grantorcare) extending substantially beyond the
EXTENSIVE STUDY IN WHICH and a trust when (i) substantially all of theclose of the taxable year may be deducted
RULINGS OR DETERMINATION trust corpus consists or will consist of inunder § 213 in the year of payment, if the
LETTERS WILL NOT BE ISSUED surance policies on the life of the grantoconditions of § 213(d)(7) are not satisfied.
UNTIL THE SERVICE RESOLVES or the grantor’s spouse, (i) the trustee or .13 Section 302(b)(4) and (e).—Re-
THE ISSUE THROUGH any other person has a power to apply thiemption from Noncorporate Shareholder
PUBLICATION OF AREVENUE trust's income or corpus to the payment dh Partial Liquidation; Partial Liquidation
RULING, REVENUE PROCEDURE,  premiums on policies of insurance on th®efined.—Whether a deemed surrender
REGULATIONS OR OTHERWISE life of the grantor or the grantor’s spouseof stock as described in Rev. Rul. 9013,

01 Section 61 —Gross Income De-(”i) the trustee or any other person has 8990-1 C.B. 65, satisfies the require-

finéd _ Whether ar.nounts voluntaril de_power to use the trust’'s assets to makeents for a redemption, when:

ferrea by a taxpaver under a deerrechans to the grantor’s estate or to purchase(i) The corporation has outstanding

com eniation P Ign maintained b aassets from the grantor’s estate, and (ivhore than one class of stock and there are
P P Y Alhereisa right or power in any person thatriorities as to dividend or liquidating dis-

organization described in § 501 (Othe\r/vould cause the grantor to be treated dsibutions or any other differences in

than a plan maintained by an e!lg'lble ®Mhe owner of all or a portion of the truststock rights, or
ployer pursuant to. the ProVISIONS Ok, qer 88 673 to 677. (i) Either under the terms of the stock
8 457,) are Cur_rently includible in the tax- .07 Section 105.—Amounts Receivedr as established contractually, there are
payers gross income. Under Accident and Health Plans.—outstanding any rights affecting the cor-
.02 Secpons 61 and 162.—.Gross In\7Vhether a medical reimbursement plarporation’s stock, such as, but not limited
come Defined; Trade or Business Exgqeq 1y employer contributions, containto, warrants, options, convertible securi-
penses.—The tax consequences with gy 3 provision allowing unused amounts téies, shareholder agreements, or rights of
spect to a salary reduction arrangemet c4rried over and accumulated in an erfirst refusal.
under which an employee receives and rgjovee's account qualifies as an accident .14 Section 306(b)(4).—Transactions
turns salary amounts to the employelng heaith plan under § 105. Not in Avoidance.—Whether § 306(b)(4)
(Also 8§ 3121, 3306, and 3401.) .08 Section 107.—Rental value of parapplies to the distribution and disposition
.03 Section 79.—Group-Term Life INsur-gonages.—Whether amounts distributedr redemption of “section 306 stock” that
ance Purchased for Employees.—Whethgg 4 retired minister from a pension or anis subject to mandatory redemption.
life insurance provided for employees undegyity plan should be excludible from the .15 Sections 331, 453, and 1239.—The
a ‘retired lives reserve” plan will be consid-inister’s gross income as a parsonage dlax Effects of Installment Sales of Property
ered group-term insurance. (Also 88 61, 7%y\wance under § 107. Between Entities with Common Owner-
83, 101, 162, 264, and 641.) .09 Section 115.—Income of statesship.—The tax effects of a transaction in
.04 Sections 83 and 451.—Propertyyynicipalities, etc.—The results of transwhich there is a transfer of property by a
Transferred in Connection with Perfor-actions pursuant to a plan or arrangemenbrporation to a partnership or other non-
mance of Services; General Rule for Taxcreated by state statute a primary objecorporate entity (or the transfer of stock to
able Year of Inclusion.—When compentjve of which is to enable participants tosuch entity followed by a liquidation of the
sation is realized by a person who, imay for the costs of a post-secondary edgerporation) when more than a nominal
connection with the performance of sercation for themselves or a designated bemamount of the stock of such corporation
vices, is granted a nonstatutory optiogficiary, including: (i) whether the plan orand the capital or beneficial interests in the
without a readily ascertainable fair markearrangement, itself, is an entity separateurchasing entity (that is, more than 20 per-
value to purchase stock at a price that fgom a state and, if so, how the plan ocent in value) is owned by the same per-
less than the fair market value of the stockrrangement is treated for federal tax pusons, and the consideration to be received
on the date the option is granted. poses; and (ii) whether any contract unddsy the selling corporation or the selling
.05 Sections 101, 761, and 7701.—Dethe plan or arrangement is a debt instrishareholders includes an installment oblig-
finitions.—Whether, in connection with ment and, if so, how interest or originahtion of the purchasing entity.
the transfer of a life insurance policy to afssue discount attributable to the contract .16 Section 351.—Transfer to Corpo-
unincorporated organization, (i) the orgais treated for federal tax purposes. (Alsoation Controlled by Transferor.—
nization will be treated as a partnershigg 61, 163, 1275, 2501, and 7701.) Whether § 351 applies to the transfer of
under 88 761 and 7701, or (ii) the transfer .10 Section 162.—See section 5.02yidely held developed or undeveloped
of the life insurance policy to the organi-above. real property or interests therein; widely
zation will be exempt from the transfer .11 Section 162.—Trade or Busineskeld oil and gas properties or interests
for value rules of § 101, when substanExpenses.—Whether payments paid dherein; or any similarly held properties or



interests to a corporation in exchange fahe owner of all or a portion of the trust .28 Section 2503.—Taxable Gifts.—
shares of stock of such corporation wheander 8§ 673 to 677. Whether the transfer of property to a trust
(i) the transfer is the result of solicitation .23 Section 721.—Nonrecognition ofwill be a gift of a present interest in prop-
by promoters, brokers, or investmenGain or Loss on Contribution.—Whethererty when (i) the trust corpus consists or
houses, or (ii) the transferee corporation’§ 721 applies to the contribution ofwill consist substantially of insurance poli-
stock is issued in a form designed to rerwidely held developed or undevelopecies on the life of the grantor or the

der it readily tradable. real property or interests therein; widelgrantor’'s spouse, (ii) the trustee or any
.17 Section 451.—See section 5.04eld oil and gas properties or interestether person has a power to apply the
above. therein; or any similarly held properties ottrust’'s income or corpus to the payment of
.18 Section 453.—See section 5.15nterests to a partnership in exchange f@remiums on policies of insurance on the
above. an interest in the partnership when (i) théfe of the grantor or the grantor’s spouse,

.19 Section 457.—Deferred Compeneontribution is the result of solicitation by(iii) the trustee or any other person has a
sation Plans of State and Local Goverrpromoters, brokers, or investment houseppwer to use the trust's assets to make
ments and Tax-Exempt Organizations.—er (ii) the interest in the transferee partloans to the grantor’s estate or to purchase
The tax effect of provisions under thenership is issued in a form designed tassets from the grantor’s estate, (iv) the
Small Business Job Protection Act affectrender it readily tradable. trust beneficiaries have the power to with-
ing plans described in § 457(b), if such .24 Section 761.—See section 5.05raw, on demand, any additional transfers
provisions do not comply with section 4above. made to the trust, and (v) there is a right or
of Rev. Proc. 98-40, 1998-2 C.B. 134. .25 Section 1239.—See section 5.15ower in any person that would cause the

.20 Section 457.—Deferred Compenabove. grantor to be treated as the owner of all or a
sation Plans of State and Local Govern- .26 Section 1361.—Definition of aportion of the trust under 88 673 to 677.
ments and Tax-Exempt Organizations.—Small Business Corporation.—Whether a .29 Section 2514.—Powers of Ap-
The tax treatment of any § 457 plan thadtate law limited partnership electingpointment.—If the beneficiaries of a trust
provides that a loan may be made fromander § 301.7701-3 to be classified as grermit a power of withdrawal to lapse,
assets held by such plan to any particessociation taxable as a corporation haghether § 2514(e) will be applicable to
pants or beneficiaries under the plan.  more than one class of stock for purpose=ach beneficiary in regard to the power

.21 Section 664.—Charitable Remaindenf 8 1361(b)(1)(D). The Service will treatwhen (i) the trust corpus consists or will
Trusts.—Whether a trust that will calculateany request for a ruling on whether a stateonsist substantially of insurance policies
the unitrust amount under § 664(d)(3) qualilaw limited partnership is eligible to electon the life of the grantor or the grantor’s
fies as a § 664 charitable remainder tru§ corporation status as a request for a ridpouse, (ii) the trustee or any other person
when a grantor, a trustee, a beneficiary, oriag on whether the partnership compliebas a power to apply the trust's income or
person related or subordinate to a grantorvéth § 1361(b)(1)(D). corpus to the payment of premiums on
trustee, or a beneficiary can control the tim- .27 Section 1374.—Tax Imposed on Cerpolicies of insurance on the life of the
ing of the trust’s receipt of trust income frontain Built-in Gains.—The tax consequencegrantor or the grantor’s spouse, (iii) the
a partnership or a deferred annuity contracinder § 1374 in the following situations: (1)}rustee or any other person has a power to
to take advantage of the difference betweean S corporation holds timber property omise the trust's assets to make loans to the
trust income under § 643(b) and income fdahe date it converts from a C corporation tgrantor’s estate or to purchase assets from
federal income tax purposes for the benefitn S corporation (or acquires timber prophe grantor’s estate, (iv) the trust benefi-
of the unitrust recipient. erty from a C corporation in a transaction taiaries have the power to withdraw, on

.22 Section 671.—Trust Income, Dewhich § 1374(d)(8) applies) and during thelemand, any additional transfers made to
ductions, and Credits Attributable torecognition period (a) cuts the timber andhe trust, and (v) there is a right or power
Grantors and Others as Substantial Owrsells resulting wood products (including anyn any person that would cause the grantor
ers—Whether the grantor will be consid-unfinished or finished products derivedto be treated as the owner of all or a por-
ered the owner of any portion of a trusimanufactured, or produced from such prodion of the trust under 88 673 to 677.
when (i) substantially all of the trust cor-ucts) in a transaction to which § 631 does not .30 Section 2601.—Tax Imposed.—
pus consists or will consist of insurancepply, (b) recognizes gain or loss on cuttingvhether a trust that is excepted from the
policies on the life of the grantor or thethe timber pursuant to a § 631(a) election, @pplication of the generation-skipping
grantor’s spouse, (ii) the trustee or anyc) recognizes gain or loss on the disposal tfansfer tax because it was irrevocable on
other person has a power to apply thémber under a contract to which § 631(bseptember 25, 1985, will lose its excepted
trust’'s income or corpus to the payment odipplies, and (2) an S corporation holds coatatus if the situs of the trust is changed
premiums on policies of insurance on ther domestic iron ore property on the date from the United States to a situs outside
life of the grantor or the grantor’s spousegonverts from a C corporation to an S corpaf the United States.

(iii) the trustee or any other person has &tion (or acquires coal or domestic iron ore .31 Sections 3121, 3306, and 3401.—
power to use the trust’s assets to makmoperty from a C corporation in a transadefinitions; Employment Taxes.—Who is
loans to the grantor’s estate or to purchasen to which § 1374(d)(8) applies) and durthe employer of an “employee-owner” as
assets from the grantor’s estate, and (i\fg the recognition period recognizes gain atefined in § 269A(b)(2).

there is a right or power in any person thdbss on the disposal of the coal or iron ore .32 Sections 3121, 3306, and 3401.—
would cause the grantor to be treated asder a contract to which § 631(c) applies. Definitions; Employment Taxes.—Who is



the employer of employees of an entityaxpayers required to change their method of Rev. Procs. 99-3 and 99-51 are super-
that is disregarded under § 1361(b)(3) csiccounting as a result of making electionseded.

§ 301.7701-2. out of certain exemptions from dealer status CTION 8 c
.33 Section 7701.—See section 5.0%0r purposes of § 475); 92-67, 19922 C.g°=CTION 8. EFFECTIVE DATE

34 Section 7701.—Definitions.—Themarket discount bonds seeking to make afnuary 10, 2000.
classification of separately tradable in1278(b) election or a constant interest rate
struments that are issued by a corporatiaection); 92—29, 1992—1 C.B. 748 (CenaiﬁiECTION 9. PAPERWORK
as a unit, the components of which collecaxpayers seeking to use an alternati/dEDUCTION ACT

tively contain the attributes of stock. method under § 461(h) for including com- The collections of information con-

SECTION 6. AREAS COVERED BY mon improvement costs in basis); an?ained in this revenue procedure have

AUTOMATIC APPROVAL 91-51, 1991-2 C.B. 779 (certain axpayei§aen reviewed and approved by the Of-

PROCEDURES IN WHICH §eel;ing to Ichan?e their methlod of e;ccounﬁ—ce of Management and Budget in accor-
RULINGS WILL NOT ORDINARILY Ing for sales of mortgage loans from ay,,cq with the Paperwork Reduction Act
BE ISSUED method that does not comply with § 1286). (44 U.S.C. § 3507) under control number

.03 Section 461.—General Rule forgq5 1522

.01 Section 442.—Change of Annuallaxable Year of Deduction.—All situa- ap agency may not conduct or sponsor,
Accounting Period.—All situations wheretions where the Service has provided agnq 5 person is not required to respond to,
the Service has provided an administrativadministrative procedure for making or rey collection of information unless the col-
procedure for obtaining a change in annuabking an election under § 46%eeRev. |ection of information displays a valid
accounting periodSeeRev. Procs. 92-13, Procs. 92-29, 1992-1 C.B. 748 (dealingontrol number.
1992-1 C.B. 665, as modified by Revwith the use of an alternative method for The collections of information in this
Proc. 94-12, 1994-1 C.B. 565, and as mothcluding in basis the estimated cost of cefevenue procedure are in sections 3.01(22),
ified and amplified by Rev. Proc. 92—13Atain common improvements in a real esta@3), (24), (26), and (27), 3.02(1) and (3),
1992-1 C.B. 668 (certain corporations thalevelopment); and 92-28, 1992-1 C.B4.01(27) and (33), and 4.02(1) and (7)(b).
have not changed their accounting period45, as amplified by Rev. Proc. 94-32, This information is required to evaluate
within the prior 6 calendar years or othel994-1 C.B. 627 (dealing with ratable acwhether the request for a letter ruling or
specified time); 87-32, 1987-2 C.B. 396¢rual of real property taxes). determination letter is not covered by the
as modified by § 301.9100-3 (partnership, .04 Section 1362.—Election; Revocaprovisions of this revenue procedure. The
S corporation, or personal service corporaion; Termination.—All situations in collections of information are required to
tion seeking a natural business year or aghich an S corporation qualifies for auto-obtain a letter ruling or determination let-
ownership taxable year); 68-41, 1968—#hatic late S corporation relief under Revier. The likely respondents are business
C.B. 943, as maodified by Rev. Proc. 81-4(Rroc. 97-48, 19972 C.B. 521, or for auer other for-profit institutions.
1981-2 C.B. 604 (trusts held by certainomatic inadvertent termination or inad- The estimated total annual reporting
fiduciaries needing a workload spread); andertent invalid election relief under secand/or recording burden is 90 hours.
66-50, 19662 C.B. 1260, as modified byion 6 of Rev. Proc. 98-55. The estimated annual burden per respon-
Rev. Proc. 81-40 (individual seeking a cal- .05 Sections 1502, 1504, and 1552.-dent/recordkeeper varies from 15 minutes to
endar year). Regulations; Definitions; Earnings and Prof3 hours, depending on individual circum-

.02 Section 446.—General Rule folits—All situations where the Service hastances, with an estimated average burden of
Methods of Accounting.—Except as otherprovided an administrative procedure for ob? hours.  The estimated number of respon-
wise provided in the listed revenue procemining waivers or consents on consolidatedents and/or recordkeepers is 45.
dures, all situations where the Service hagturn issues.SeeRev. Procs. 90-53, 1he estimated annual frequency of re-
provided an administrative procedure for Ob]_ggo_z C.B. 636 (Cer[ain Corporations See|§p0nses is on occasion. )
taining a change in method of accountingng reconsolidation within the 5-year period, B0CKS O records relating to a collec-
SeeRev. Procs. 9949, 1999-52 |.R.B. 72§pecified in § 1504(a)(3)(A)); 90_39,t|on of mfolrmatlon must be retained as
(accounting method changes described #9902 C.B. 365 (certain affiliated groups OP ng as their contents may beco”.‘e mater-
the Appendix to Rev. Proc. 99-49 involving:ormorations seeking, for earnings and pro{:{:ll in the administration of any internal
8§ 56, 162, 167, 168, 171, 174, 197, 2635 determinations, to make an election or [Lvenue Ia}w. Ger]erally, tax r.et“”.‘s and
263A, 404, 446, 451, 454, 455, 461, 467change in their method of allocating thetax rgturn information are confidential, as
471, 472, 475, 585, 1272, 1273, 1278, a"group’s consolidated federal income tax "a[equwed by § 6103.

1281, and former § 168); 98-58, 1998—jjy): and 89-56, 1989-2 C.B. 643 (certalDRAFTING INFORMATION

C.B. 712 (certain taxpayers required {Qiiated groups of corporations seeking to o .
change to the installment method for putge 4 consolidated return where member(s) The principal author of this revenue pro-

poses of computing alternative minimumys ine group use a 52-53 week taxable yea?(_edure is Michael Danbury of the Office of
taxable income (AMTI) with regard to in- ssistant Chief Counsel (Corporate). For
come from the disposition of § 1221(1)SECTION 7. EFFECT ON OTHER further information about this revenue pro-
property); 97-43, 1997-2 C.B. 494 (certaiREVENUE PROCEDURES cedure, please contact Mr. Danbury at



