26 CFR 601.201: Rulings and determination who plans to request a letter ruling or deter- (3) Section 954. - Foreign Base Com-

letters. mination letter in an area described in Se@any Income. - The effective rate of tax
tion 4 should contact (by telephone or irthat a foreign country will impose on in-
Rev. Proc. 2000-7 writing) the Office of Associate Chief come.

Counsel (International) (hereinafter “the Of- (4) Section 1503(d).-Dual Consoli-
SECTION 1. PURPOSE AND NATURE fice”) prior to making such request and diselated Loss.-Whether the conditions under
OF CHANGES cuss with the Office the unique and comthe regulations for excepting a net operat-
pelling reasons that the taxpayer believeag loss of a dual resident corporation

.01 The purpose of this revenue procqustify issuing such letter ruling or determi-from the definition of a dual consolidated
dure is to update Rev. Proc. 99-7, 1999-ation letter. While not required, a writterioss, or for rebutting the presumption that
I.R.B. 226, by listing the current areas osubmission is encouraged since it will enan event constitutes a triggering event for
the Internal Revenue Code under the juable Office personnel to arrive more quicklypurposes of § 1.1503-2(g)(2)(iii)(B), are
risdiction of the Associate Chief Counseht an understanding of the unique facts cfatisfied.
(International) that relate to issues omach case. Ataxpayer who contacts the Of-.02 General Areas.
which the Internal Revenue Service wilffice by telephone may be requested to pro- (1) The prospective application of the
not issue letter rulings or determinatiorvide a written submission. The Service magstate tax to the property or the estate of a
letters. For a list of current areas undgsrovide a general information letter in rediving person, except that rulings may be
the jurisdiction of the Associate Chiefsponse to inquiries in areas on either list. issued on any international issues in a rul-
Counsel (Domestic) and the Associate These lists are not all-inclusive. Futuréng request accepted pursuant to Rev.
Chief Counsel (Employee Benefits andevenue procedures may add or deleteroc. 88-50, 1988-2 C.B. 711, and sec-
Exempt Organization) that relate to issueisems. The Service may also decline to ruliéon 5.05 of Rev. Proc. 2000-1.
on which the Service will not issue letteron an individual case for reasons peculiarto (2) The federal tax consequences of
rulings or determination letters, see Rethat case, and such decision will not be aproposed federal, state, local, municipal,
Proc. 2000-3, this Bulletin. nounced in the Internal Revenue Bulletin. or foreign legislation.

.02 Changes .02 Scope of Application (3) Whether reasonable cause exists

(1) New section 4.02(2), dealing with This revenue procedure does not prainder Subtitle F (Procedure and Adminis-
section 936, has been added to the orditude a district director, the Assistantration) of the Code.
narily no-rule area to indicate that the Setcommissioner (International), or Chief, (4) Whether a proposed transaction
vice generally will not issue letter rulingsAppeals Offices from submitting requestsvould subject a taxpayer to criminal
as to whether a taxpayer uses a correfttr technical advice in the areas listed tpenalties.

North American Industry Classificationthe Office. (5) Any area where the ruling request
System (NAICS) code or Standard Indus- does not comply with the requirements of
trial Classification (SIC) code. SECTION 3. AREAS IN WHICH Rev. Proc. 2000-1.

RULINGS OR DETERMINATION
SECTION 2. BACKGROUND AND LETTERS WILL NOT BE ISSUED
SCOPE OF APPLICATION

(6) Any area where the same issue is
the subject of the taxpayer’s pending re-
.01 Specific Questions and Problems quest for cpmpetent authority assistance

.01 Background (1) Section 871(g). - Special Rules foHNder a United States tax treaty.

In the interest of sound tax administraOriginal Issue Discount. - Whether a debt (7) A “comfort” ruling will not be is-
tion, the Service answers inquiries froninstrument having original issue discounfU€d With respect to an issue that is
individuals and organizations regardingvithin the meaning of § 1273 of the Inter/€@rly and adequately addressed by
their status for tax purposes and the taxal Revenue Code is not an original issugatute, regulations, decisions of a court,
effects of their acts or transactions befordiscount obligation within the meaning of@% treaties, revenue rulings, or revenue
the filing of returns or reports that are re§ 871(g)(1)(B)(i) when the instrument isProcedures absent extraordinary circum-
quired by the Internal Revenue Codepayable 183 days or less from the date 6fances (e.g., a request for a ruling re-
There are, however, areas where the Saiginal issue (without regard to the peduired by a governmental regulatory au-
vice will not issue letter rulings or deter-riod held by the taxpayer). thority in order to effectuate the
mination letters, either because the issues(2) Section 894. - Income Affected bytransaction.)
are inherently factual or for other. reasondireaty.- Whet_her a person that ig a rF_"S.SECTION 4. AREAS IN WHICH
These.areas are set forth in sections 3 addnt of a foreign gountry and_ derl\(es INRULING OR DETERMINATION
4 of thl§ revenue procedure. . come.from the United States is entlltled ® ETTERS WILL NOT ORDINARILY

Section 3 lists areas in which letter rulbenefits under the United States incomgg gsuep
ings and determination letters will not be istax treaty with that foreign country pur-
sued under any circumstances. Sectionstiant to the limitation on benefits article. .01 Specific Questions and Problems
lists areas in which they will not ordinarily However, the Service may rule regarding (1) Section 367(a). - Transfers of Prop-
be issued; in these areas, unique and cothe legal interpretation of a particular proerty from the United States. - Whether an
pelling reasons may justify issuing a lettevision within the relevant limitation on oil or gas working interest is transferred
ruling or determination letter. A taxpayerbenefits article. from the United States for use in the ac-



tive conduct of a trade or business for puiis engaged in commercial activities fofTreaty. - Whether a foreign recipient of
poses of § 367(a)(3); and whether angurposes of § 892, and whether incompayments made by a United States person
other property is so transferred, where theeceived by a foreign government is deis ineligible to receive the benefits of a
determination requires extensive factualived from the conduct of such commerUnited States tax treaty under the princi-
inquiry. cial activities. ples of Rev. Rul. 89-110, 1989-2 C.B.
(2) Section 367(b). - Other Transfers. - (8) Section 893. - Compensation of Em275.
Whether a foreign corporation is considployees of Foreign Governments and Inter- (13) Section 894. - Income Affected by
ered a corporation for purposes of anpational Organizations. - Whether a forTreaty. - Whether a recipient of payments
nonrecognition provision listed in §eign government is engaged in commercid or has been a resident of a country for
367(b), and related issues, unless the rudctivities for purposes of § 893, andpurposes of any United States tax treaty.
ing presents a significant legal issue awhether the services of an employee of Rursuant to § 1.884-5(f), however, the
subchapter C rulings are requested in tHereign government are primarily in con-Service may rule whether a corporation
context of reorganizations or liquidationsection with such commercial activities. representing that it is a resident of a coun-
involving foreign corporations. (9) Section 894. - Income Affected bytry is a qualified resident thereof for pur-
(3) Section 864. - Definitions and Spe-reaty. - Whether a taxpayer has a permaoses of § 884.
cial Rules. - Whether a taxpayer is ennent establishment in the United States (14) Section 894. - Income Affected by
gaged in a trade or business within thér purposes of any United States incomé&reaty. - Whether an entity is treated as
United States, and whether income is efax treaty and whether income is attributfiscally transparent by a foreign jurisdic-
fectively connected with the conduct of able to a permanent establishment in thén for purposes of §894(c) and the regu-
trade or business within the United State$Jnited States. lations thereunder.
whether an instrument is a security as de- (10) Section 894. - Income Affected by (15) Section 901. - Taxes of Foreign
fined in 81.864—2(c)(2); whether a taxpayefTreaty. - Whether the income received b ountries and of Possessions of the
effects transactions in the United States ia nonresident alien student for servicednited States. - Whether a person claim-
stocks or securities under § 1.864-2(c)(2performed for a university or other educaing a credit has established, based on all
whether an instrument or item is a commodional institution is exempt from federalof the relevant facts and circumstances,
ity as defined in § 1.864—2(d)(3); and foincome tax or withholding under Unitedthe amount (if any) paid by a dual capac-
purposes of § 1.864-2(d)(1) and (2)States income tax treaties with Belgiumity taxpayer under a qualifying levy that is
whether a commaodity is of a kind customarPeoples Republic of China, Cyprusnot paid in exchange for a specific eco-
ily dealt in on an organized commodity exEgypt, Federal Republic of Germanynomic benefit. See § 1.901-2A(c)(2).
change, and whether a transaction is of rance, Iceland, Indonesia, Japan, Korea, (16) Sections 927, 936, 954, 993. —
kind customarily consummated at suciMorocco, Netherlands, Norway, PakistaniMianufactured Product. - Whether a prod-
place. Philippines, Poland, Romania, Spainuct is manufactured or produced for pur-
(4) Section 871. - Tax on Nonresidentrinidad and Tobago, and Tunisia. Rewoses of § 927(a), § 936(h)(5), § 954(d),
Alien Individuals. - Whether the incomeProc. 87-8, 1987-1 C.B. 366, as modifiednd § 993(c).
earned on contracts that do not qualify asy Rev. Proc. 93-22, 1993-1 C.B. 535.  (17) Section 936. - Puerto Rico and
annuities or life insurance contracts be- (11) Section 894. - Income Affected byPossession Tax Credit. - What constitutes
cause of the limitations imposed by 8freaty. - Whether the income received by substantial line of business.
72(s) and § 7702(a) is portfolio interest aa nonresident alien performing research (18) Section 956. - Investment of
defined in § 871(h). or teaching at a university is exempt fronEarnings in United States Property. -
(5) Section 881. - Tax on Income offederal income tax or withholding undefWhether a pledge of the stock of a con-
Foreign Corporations Not Connected wittUnited States income tax treaties withrolled foreign corporation is an indirect
United States Business. - Whether the irAustria, Belgium, Peoples Republic ofpledge of the assets of that corporation.
come earned on contracts that do ndhina, Denmark, Egypt, Federal RepubliGee § 1.956-2(c)(2).
qualify as annuities or life insurance conef Germany, France, Greece, Hungary, (19) Section 985. - Functional Currency.
tracts because of the limitations imposetteland, India, Indonesia, Ireland, Italy- Whether a currency is the functional cur-
by § 72(s) and § 7702(a) is portfolio interJamaica, Japan, Korea, Luxembourgency of a qualified business unit.
est as defined in§ 881(c). Netherlands, Norway, Pakistan, Philip- (20) Section 989(a). - Qualified Busi-
(6) Section 892. - Income of Foreignpines, Poland, Romania, Swedenpess Unit. - Whether a unit of the tax-
Governments and of International OrganiSwitzerland, Trinidad and Tobago, thepayer’s trade or business is a qualified
zations. - Whether income received byormer Union of Soviet Socialist Re-business unit.
local governmental authorities of thepublics (Armenia, Azerbaijan, Byelarus, (21) Section 1058. - Transfers of Secu-
United Kingdom from certain United Georgia, Kazakhstan, Kyrgyzstanrities under Certain Agreements. -
States investments of money allocable thloldova, Russia, Tajikistan, Turk-Whether the amount of any payment de-
their superannuation funds is exempinenistan, Ukraine, Uzbekistan), and thecribed in § 1058(b)(2) or the amount of
from federal income taxation. United Kingdom. Rev. Proc. 87-9,any other payment made in connection
(7) Section 892. - Income of Foreign1987-1 C.B. 368, as modified by Revwith a transfer of securities described in §
Governments and of International OrganiProc. 93—22, 1993-1 C.B. 535. 1058 is from sources within or without
zations. - Whether a foreign government (12) Section 894. - Income Affected bythe United States; the character of such



amounts; and whether the amounts consti- .02 General Areas commercial secrecy laws in the foreign
tute a particular kind of income for pur- (1) Whether a taxpayer has a businegsrisdiction with respect to the informa-
poses of any United States income tagurpose for a transaction or arrangemention requested by the Service. In the
treaty. (2) Whether a taxpayer uses a corre@vent the taxpayer’'s or related party’s
(22) Ssection 1503(d).-Dual Consoli-North American Industry Classificationconsent to disclose relevant information
dated Loss.-Whether an event presumBystem (NAICS) code or Standard Induser to waive protection of bank or com-
tively constitutes a triggering event for purtrial Classification (SIC) code. mercial secrecy is determined by the Ser-
poses of § 1.1503-2(g)(2)(iii)(A)(1)—-(7), (3) Any transaction or series of transacvice to be ineffective or of no force and
apart from possible rebuttal of the pretions that is designed to achieve a differeffect, then the Service may retroactively
sumption under § 1.1503-2(g)(2)(iii)(B).ent tax consequence or classificationescind any ruling rendered in reliance on
See section 3.01(4), Rev. Proc. 2000-7. under U.S. tax law (including tax treatiespuch consent.
(23) Section 2501. - Ir_npositio_n (_)f Tax._and the tax law of a for_eign country, (6)(a) Situations involving the interpre-
- Whether a partnership interest is intangiwhere the results (_)f_ tha_1t d|ffere_nt tax CONeation of foreign law or foreign docu-
ble p_roperFy for purposes of 8§ 2_501(a)(2$e_3quence or classification are mco_nmstepﬁem& The interpretation of a foreign law
(dealing with tran_sfers of |ntang|ble propy\nth the purposes of U.S. tax law (includ,, foreign document means making a
erty by a nonresident not a citizen of théng tax treatl_es). _ _ . judgment about the import or effect of the
United Statgs). _ 4) Ques_tlons involving the validity of foreign law or document that goes beyond
(24) Section 7701. - Tax on Nonresithe federal income tax and other taxes SRt plain meaning.
dent Alien Individuals. - Whether an alienforth in the Code, questions on the author- . o i
individual is either a resident or a nonresiity or jurisdiction of the Service to en- (P) The Service, at its discretion, may
dent of the United States, in situationgorce the Code or collect information, oicOnsider rulings that involve the interpre-
where the determination depends on factsmilar matters. tation of foreign laws or foreign docu-
that cannot be confirmed until the close of (5)(a) Situations where a taxpayer or €nts. Inthese cases, the Service may re-
the taxable year (including, for examplerelated party is domiciled or organized irflu€st information in addition to that listed
the length of the alien’s stay or the nature foreign jurisdiction with which the in sections 8.01(2)(b) and (c) of Revenue
of the alien’s activities). United States does not have an effectijgrocedure 2000-1, including a discussion
(25) Section 7701. - Definitions. -mechanism for obtaining tax information®f the implications of any authority be-
Whether an estate or trust is a foreign esyith respect to civil tax examinations andi€ved to interpret the foreign law or for-
tate or trust for federal income tax purcriminal tax investigations, which would €/gn document, such as pending legisla-
poses. preclude the Service from obtaining inforion, treaties, court decisions, notices or
(26) Section 7701. - Definitions.- mation located in such jurisdiction that jddministrative decisions.
Whether an intermediate entity is a conrelevant to the analysis or examination of
duit entity under § 1.881-3(a)(4); whethethe tax issues involved in the ruling reSECTION 5. EFFECT ON OTHER
a transaction is a financing transactionguest. REVENUE PROCEDURE
under § 1.881-3(a)(ii); whether the par- (b) The provisions of subsection
ticipation of an intermediate entity in a fi-4.02(5)(a) above shall not apply if the tax- Rev. Proc. 99-7 is superseded.
nancing arrangement is pursuant to a tgpayer or affected related party (i) consents
avoidance plan under § 1.881-3(b)to the disclosure of all relevant informa-DRAFTING INFORMATION
whether an intermediate entity performsion requested by the Service in process-
significant financing activities under 8ing the ruling request or in the course of This revenue procedure was compiled
1.881-3(b)(3)(ii); whether an unrelatedan examination to verify the accuracy oby Gerard Traficanti of the Office of As-
intermediate entity would not have particthe representations made and to otherwiseciate Chief Counsel (International).
ipated in a financing arrangement on sutanalyze or examine the tax issues inFor further information about this revenue
stantially the same terms under &olved in the ruling request, and (ii)procedure, please contact Mr. Traficanti at
1.881-3(c). waives all claims to protection of bank 01(202) 622-3619(not a toll-free number).



