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Rev. Proc. 2000-42

SECTION 1. PURPOSE

This revenue procedure informs tax
edravers of the information they must suk
ginit to request a closing agreement und
,n81.1503-2(g)(2)(iv)(B)(2)(i) to prevent
-nihe recapture of dual consolidated loss
Jl(DCLs) upon the occurrence of certail
Iirlggerlng events.
Before this revenue procedure, the Ir
reternal Revenue Service and the Depat
ji?]glent of the Treasury had not specified i

etail how taxpayers should request the:



closing agreements. The Service andnce to offset the income of affiliates resiby entering into an agreement undel
Treasury are issuing this revenue procelent in the United States (but not abroad$1.1503-2(g)(2)(i) in which the taxpayer
dure to provide taxpayers with guidancend again to offset the income of its affili-certifies that the DCL has not been, anc
on the information and representationates resident only in the other countrywill not be, used to offset the income of
they should include in a §1503(d) closingrhus, such a dual resident corporatioanother person under the laws of a foreigr
agreement request and to facilitate theould use a single economic loss to offsetountry. Certain subsequent events
process and reduce the time necessary ftwro separate items of income in two jurisknown as “triggering events” require the
the Service to process requests. dictions. Congress expressed concertaxpayer to recapture the losses as incom
Appendix A to this revenue procedurehat this dual use of a loss could result imcluding an interest charge. Treas. Reg
is a model closing agreement. The Sean undue tax advantage to certain foreigg81.1503—2(g)(2)(iii) and (vii). If a tax-
vice intends the model closing agreemerihvestors that made investments in domegpayer fails to comply with the §1503(d)
to serve as an example of the format artdc corporations, and could create amecapture provisions upon the occurrence
contents of a §1.1503-2(g)(2)(iv)(B)(2)(i)undue incentive for certain foreign corpoof a triggering event, then the DRC (or a
closing agreement and to aid taxpayers iations to acquire domestic corporationsuccessor-in-interest) that incurred the
understanding how the information re-and for domestic corporations to acquir®CL generally will not be eligible for re-
quired by this revenue procedure will bdoreign rather than domestic assets. Stdféf to use any DCLs incurred in the five
used in the closing agreement. Taxpayers Joint Committee on Taxation, %9 (5) taxable years beginning with the year
should note, however, that the modeCong., 29 Sess., General Explanation oin which recapture is required. Treas.
agreement is only an example. A taxthe Tax Reform Act of 1986, at 1064 -Reg. 81.1503-2(g)(2)(vii)(F)(2).
payer’s actual agreement could diffed065 (1987). As part of the Tax Reform Triggering events occur when: (1) any
from the model. Finally, Appendix B is aAct of 1986, Congress responded by erportion of the loss taken into account in
flow chart of the entities included in theacting §1503(d) to prevent the use ofomputing the DCL is used by any means
model closing agreement, along witiDCLs that resulted from consolidation into offset the income of any other persor

notes explaining the model agreement. multiple jurisdictions. for foreign tax purposes within fifteen
The Treasury and Service issued temp@15) years; (2) a DRC or domestic owner
SECTION 2. BACKGROUND rary regulations under §1503(d) in 198®f a separate unit ceases to be a memb

The United States taxes the worldwigdT-D- 8261, 1989-2 C.B. 220), and finalof the consolidated group that filed the
income of domestic corporations. Thdegulations in 1992 (T.D. 8434, 1992-Zgreement at a time when there is a cor
United States allows certain domestic colC-B- 240). The final regulations intinuing ability to use the DCL to offset in-
porations to file consolidated returns with81.1503-2 are generally effective for taxeome of another person for foreign tax
other affiliated domestic corporations.able years beginning on or after October burposes; (3) an unaffiliated DRC or un-
When two or more domestic corporation&ggz; the temporary regulations inaffiliated domestic owner of a separate
file a consolidated return, losses that ongl-1503-2A are effective for taxable yearsinit becomes a member of a consolidatet
corporation incurs generally may reduc@eginning after December 31, 1986, angroup, unless there is no c_ontmumg abil-
pefore October 1, 1992. The temporarity to use the DCL to offset income of an-
regulations were initially designated a®ther person for foreign tax purposes; (4)
difs1.1503-2T, but were redesignated as DRC transfers its assets to a transfere
ferent standards for determining the reS§1.150_3—2A by the final_ regulations. in a transacti_on that resqlts, under the
dence and taxability of a corporation (e.g., Sectlon_1503(d) prowgles that a DCL olaws of a foreign country, in a carryover
based on the management and control gfdual resident corporation s_hall not be abf the losses, expenses, or dedu<_:t|ons thi
the corporation), some domestic corpora{gwe‘j to reduce the taxable income of _a_nmake up the DCL_; (5) a domestg: owner
tions are dual resident corporations and, Qther member of the corporation’s affili-of a separate unit disposes of fifty (50)
such, are also subject to the income tax gfed group for any taxable year. The teripercent or more of the assets of, or its in
a foreign country on their income on a regdual _resident c_orporati_on in(_:ludes a d_oterest |n the separ_ate uni_t_at a time whe
idence basis (and not on a source basig)ﬂ_estlc corporation thz_it is subject to the_ inthere is a con_tmumg ability to use the
Foreign countries often have provision§°Me _tax_of a foreign cou_ntry on |ts_DCL to_oﬁset income of another person
that permit commonly owned entities tgvorldwide income orona re3|d§nce basi®r foreign tax purposes; (6) an_unafflh-
combine their income and losses througﬂnd a separate unit of a domestic corporated DRC or unaffiliated domestic owner
consolidation or some other form of comiion (e.g., a foreign branch, an interest in af a separate unit becomes a foreign cor
bined reporting for income tax purposes. partnership, an interest in a trust, or a diporation in a t_ransactlon that, f_or for_elgn

Prior to the Tax Reform Act of 1986, if regarded entity that a foreign countrytax purposes, is not treated as involving ¢
a dual resident corporation were a residef@xes at the entity IeveI)Se_eTreas. Reg. transfe_r of asset_s tp a new entity, unles:
of a foreign country with tax laws that per-§1'1503__2(c)(2) - (4). This revenue pr_othere is no co_ntmumg ability to use the
mitted the losses of the corporation to peedure will collectively refer to dual resi-DCL to offset income of another person
used to offset the income of another pe|o_lent corporations and separate units dsr foreign tax_purposes; or (7) _tr_\e t_ax-
son (e.g., under a consolidated return prc‘;DRCs.” payer fails to file an annual certification

The final 81503(d) regulations permit arequired under 81.1503-2(g)(2)(vi)(B).

vision), then the dual resident corporation
could use any losses it generated twicd@xpayer to elect to use a DCL of a DROTreas. Reg. §1.1503-2(g)(2)(iii)(A).

or eliminate tax on income that anothe
corporation earns.
Because other countries may apply



The final regulations provide two ex-uisite agreements, elections, and certificaswner becomes a member of a consoli
ceptions to events described as triggeringons under §1.1503-2(g)(2) (ordated group; (3) assets of a DRC are ac
events, making the events not triggering1.1503-2A(c)(3) or (d)(3) if the tax- quired by an unaffiliated domestic corpo-
events requiring recapture of losses anglayer is asking for relief underration or a member of a new consolidatec
an interest charge. The first exception§1.1503—-2A). See infra section 3.07 group; or (4) a domestic owner of a sepa
under 81.1503-2(g)(2)(iv)(A), applies(which provides when the Service willrate unit transfers its interest in the sepa
when a DRC, or its assets, is acquired byonsider including in a §1.1503-2(g)rate unit to an unaffiliated domestic cor-
another member of the DRC’s consoli{2)(iv)(B)(2)(i) closing agreement, DCLsporation or to a member of a new
dated group. The second exceptiorgovered by the temporary 81503(d) reguzonsolidated group. Treas. Reg.
under 81.1503-2(g)(2)(iv)(B), applies,lations). In practical terms, this meang§1.1503-2(g)(2)(iv)(B)(2) requires
provided the taxpayer enters into a cloghat the taxpayer should first request anthmong other requirements) that the tax
ing agreement, when a DRC or a domesecure (or at least simultaneously requegtayers enter into a closing agreement wit|
tic owner of a separate unit becomes disny necessary relief under 8301.9100 fahe Service which provides that the tax:
affiliated from its consolidated group, oran extension of time to make any requiredayers will be jointly and severally liable
when an unaffiliated domestic corporaelection or application under the §1503(djor the total amount of the recapture of the
tion or new consolidated group acquiresegulations. For example, a taxpayer th&@CLs and an interest charge upon an
the DRC or its assets. has not filed the requisite agreements arslibsequent triggering event.

The Service is aware that as a result @lections under 81.1503-2(g)(2)(i) must The Service may execute a closing
taxpayers’ ability to elect entity classifica-first request (or simultaneously requestagreement under §1.1503-2(g)(2)(iv)
tion under the 87701 elective Federal tag301.9100 relief to file the elections andB)(2)(i) and §7121 with the following
classification regulations that became efagreements. taxpayers: (1) the consolidated grouy
fective as of January 1, 1997 (i.e., the Under §881.1503-2(g)(2)(iii)(A) and (i.e., the parent on behalf of the consoli-
check-the-box regulations), the number dfiv)(B), a taxpayer must enter into a closeated group), the unaffiliated DRC, or the
DRCs may increase, and taxpayers magg agreement with the Service before thanaffiliated domestic owner that filed the
become subject to the §1503(d) DCL protaxpayer files its tax return for the taxablég1.1503-2(g)(2)(i) agreement for the rel-
visions, including the recapture provi-year of a triggering event to prevent thevant DCLs, and (2) the unaffiliated do-
sions. For instance, the conversion of gecapture of losses and the accompanyimgestic corporation or the new consoli-
foreign branch to a foreign corporationinterest charge. Under this revenue pratated group, provided the requirements c
may be treated as a triggering event undeedure, however, a taxpayer can preveBtl.1503-2(g)(2)(iv)(B) are satisfied.
the final 81503(d) regulationsSeeTreas. the recapture of losses and the intere$his revenue procedure will refer to these
Reg. §81.1503-2(g)(2)(iii)(A)(4) — (7) charge if the taxpayer submits its requestxpayers as the “Taxpayer Parties.” Au
and Treas. Reg. 8301.7701-3(g)(1)for a closing agreement by the due date tfiorized officers of the Taxpayer Parties
Therefore, this procedure is also intendeitis tax return (including extensions) formust sign the closing agreement (genel
to publicize the Service’s procedures anthe triggering event year and specifies oally two originals per party to the agree-
requirements that will prevent certain reits tax return that it is requesting ament).

organization and disposition transaction§1503(d) closing agreement.
involving DRCs from resulting in .05 Taxpayers That Cannot Execute A

§1503(d) recapture consequences. .03 Statutes Of Limitations. Closing Agreement.

SECTION 3. SCOPE The Service may request a taxpayer to The Service will not execute a
execute a consent to extend the period 8fL.1503-2(g)(2)(iv)(B)(2)(i) closing
limitations for assessment of tax for thégreement with foreign entities/transfer-
taxable periods related to the DCLs fofes, individuals, or partnerships. Sectiot

This section provides the conditiongvhich the taxpayer has requested a clod-1503-2 does not provide for closing
that must be satisfied for the Service té1g agreement. agreements with such taxpayers.

consider requests from taxpayers for a
81.1503-2(g)(2)(iv)(B)(2)(i) closing
agreement.

.01 General.

.04 When And By Whom A Closing .06 Losses Must Be DCLs.

Agreements May Be Executed. The Service will not execute a closing

Treas. Reg. §1.1503-2(g)(2)(iv)(B)(1)2greement with taxpayers for net operat
provides that if the requirements ofind losses (NOLs) that are not DCLs.
§1.1503-2(g)(2)(iv)(B)(2) are met, theTherefore, ta_xpayers must represent the
following events will not constitute trig- the losses at issue are DCLs.
gering events requiring the recapture of

Before requesting a closing agreemer®CLs: (1) an affiliated DRC or an affili-
under §1.1503-2(g)(2)(iv)(B)(2)(i), the ated domestic owner becomes an unaffili-
taxpayer should ensure that it has con&ted domestic corporation or a member of
plied with the regulations issued undeg new consolidated group; (2) an unaffili- The final regulations provide for tax-
§1503(d), including having filed the reg-ated DRC or an unaffiliated domestigayers to enter into a §1.1503-2(g)(2):

.02 Taxpayers Must Be In
Compliance And Must First
Request Any Treas. Reg.
§301.9100 Relief Needed.

.07 Closing Agreements For Losses
Under The Temporary
Regulations.



(iv)(B)(2)(i) closing agreement with the of the most recent Annual Revenue Prdollowing the format of this procedure

Service to prevent certain events from recedure and this revenue procedure. Tagnd should use appropriate descriptive
sulting in recapture and an interespayers must include the user fee requirdteadings. To facilitate the processing of
charge; the temporary regulations do ndiy the most recent Annual Revenue Prdhe closing agreement request, taxpayer

contain such a provision. In appropriateedure. must also provide a full statement of all
circumstances, taxpayers may elect to . . relevant facts related to the taxpayers an
apply the final regulations to DCLs which -02 Additional Information. the DCLs.

are otherwise subject to §1.1503-2A. pgacause the information, representa- Taxpayers must address each item i
Treas. Reg. §1.1503-2(h). If a taxpaye[rionS, and documentation necessary fhis section, providing all relevant facts.
files a request to enter into a closingter into a closing agreement depend df an item is not applicable, taxpayers
agreement for losses covered by the final ihe facts and circumstances, the geshould so state and briefly explain why.

regulations, under this revenue procedurg;.q may require information, representa-

the Service will consider a request t0 iNgio s and documentation in addition to Parties. Relevant Members Of
clude in the closing agreement DCLS Othy ot et forth in this revenue procedure The Consolidated Groun. And
erwise covered by 81.1503-2A for which, g the most recent Annual Revenue Pro- DRCs P
the taxpayer has not made a 81.1503-2(Byqyre. Taxpayers should submit such '
election to apply the f'”‘"j‘l regulations o qgitional information in accordance with Taxpayers must provide a full state-
;rh's revenue procedure’s reference the aAnnual Revenue Procedure and withiment of the facts, including the following
representations and citations as appropipe time allowed by the Annual Revenugeneral information, as appropriate, abou
ate under 81.1503-2A," means represeipgcedure. If a taxpayer does not submitach Taxpayer Party, relevant member o
tations and citations related to a DCL €OVig jnformation requested within the timethe consolidated group, and DRC with
ered by 81.1503-2A. provided, the request will be closed antbsses that will be covered by the closing
SECTION 4. PROCEDURE TO ENTER the taxpayer vinI be notified in writing. agreement. .
INTO A CLOSING AGREEMENT See, e.g.sect!on 10.06(_3), Rev. Proc. 1. N_amg, address, and employer iden
2000-1. If while processing a taxpayer’s tification number.
request for a 81503(d) closing agreement, 2. Type of entity, and date and place of
the Service determines that the taxpayer is  incorporation or other formation.
The first revenue procedure publishedot in compliance with the §1503(d) regu- 3. Information about the formation and
each year (the Annual Revenue Procdations and needs relief under §301.9100  treatment of disregarded entities di-
dure) outlines the general procedures ¢ obtain an extension of time to make a  rectly or indirectly owned by a Tax-
the Service for the issuance of letter rultequired election or application under the  payer Party (including the date the
ings and determination letters, inCludin%SOQ’,(d) regulations, then the taxpayer  entity became or elected to become
closing agreements entered into under tfEas thirty (30) days from the date the Ser-  a disregarded entity under
authority of §7121, by the National Of-Vice notifies the taxpayer to file a request ~ §301.7701-3). .
fice. See, e.g.Rev. Proc. 2000-1, for relief under §301.9100. If a taxpayer 4. Classifications of the entity under
2000-1 I.R.B. 4. Taxpayers should notg0es not submit the §301.9100 request  §1.1503-2(c)(2) - (4) (e.g., dual

.02 Information Related To Taxpayer

.01 General.

that the Service also publishes an annugiithin the thirty-day period, the resident corporation, foreign branch
revenue procedure, generally in the firs$1.1503-2(g)(2)(iv)(B)(2)(i) closing separate unit, hybrid entity separate
Internal Revenue Bulletin of the year@dreement request will be closed and the  unit) before and after any triggering
which provides a list of those areas of thEaxpayer will be notified in writing. event. If the taxpayer is requesting
Code under the jurisdiction of the Associ- Taxpayers are responsible for keeping  that the closing agreement include
ate Chief Counsel (International), forthe Service informed of all material losses covered by the temporary

which the Service will not issue advancé&hanges to the information, representa-  regulations, the taxpayer should
letter rulings, (e.g., certain §1503(d) detions, and documentation submitted as  classify the entity under

terminations, such as whether the condRart of the closing agreement request. §1.1503-2A(b) (e.g., dual resident
i i corporation, foreign branch separate
tions for e.x'ceptlng losses of a DRC' fronéECTION 5 INEFORMATION n'? rtneren g'nterest o parate
the definition of a DCL are satisfied). unit, p p1 p
TAXPAYERS MUST INCLUDE IN unit)
See, e.g.Rev. Proc. 2000-7, 2000—1RE UEST - _ _
.R.B. 227. Q 5. Detailed explanation of the chain of
The consolidated group (i.e., the parent ownership between the parent of the
on behalf of the consolidated group), the -01 General. consohdated. group (or in the. case
unaffiliated DRC, or the unaffiliated do- where there is no U.S. consolidated

mestic owner that filed the agreement§eT:‘elzesri;?g;ge:‘ﬁgbgéggrig:g&iu?ﬁét group, the unaffiliated domestic
under §11503_2(g)(2)(|) for the DCLs p ' ; . owner of the DRC) and the DRC be-
axpayers are expected to provide with a  fore and after any triggering event

for which the closing agreement Woulcg . : : ) .
relate may file a request to enter into 1.1503-2(g)(2)(ivV)(B)(2)(i) closing (as described in §1.1503-2(g)(2)(iii)

§1.1503-2(g)(2)(iv)(B)(2)(i) closing 29reement request. Taxpayers should or-  or §1.1503-2A(c)(3)(iii), as appro-
. anize information and representations riate)
agreement by following the procedureg p :



.03 Additional Information Related

6. The taxable year of a Taxpayements is no longer in existence or

Party to the closing agreement (botlwhereby the common parent was a party
before and after any triggeringto a reverse acquisition, through which
event). If as a result of a triggeringthe consolidated group continues.

event there is a requirement for fil- Taxpayers should state whether an ex-
ing a short-period return underception to a triggering event applies and
§1.1502-76(b) or other relevantshould explain the exception in detail and
provision, taxpayer should provideinclude a citation to the relevant provision
related information and an explanafe.g., §1.1503-2(g)(2)(iv)(A), §1.1503-2
tion. (9)(2)(iv)(B), or 81.1503-2A(c)(3)(vi)).

. The office that has jurisdiction overlf a taxpayer has exercised rebuttal rights
the Federal income tax returns of grovided in §81.1503-2(g)(2)(iii)(A)(2) —
Taxpayer Party to the closing agree(7), taxpayer must provide information
ment. related to those rebulttals.

.05 Specific Representations And
Agreements Required For Closing
Agreement.

To DRCs.

tifications were made under
81.1503-2(g)(2)(vi) (or §1.1503-2
A(c)(3)(v) as appropriate).

. That the consolidated group, unaffili-

ated DRC, or unaffiliated domestic
owner will or has filed an election

and agreement described in
§1.1503-2(g)(2)(i) with its timely

filed Federal income tax return for
the year(s) of the triggering event(s)
described in §1.1503-2(g)(2)(iii).

Taxpayers should provide a
§1.1503—-2A representation as appro
priate.

9. That apart from the triggering events

listed, no triggering event described
in  81.1503-2(g)(2)(iii))  (or

Taxpayers must provide the following §1.1503-2A(c)(3)(iii) as appropriate)
additional information for each DRC with  Taxpayers must provide the following has occurred applicable to the DCLs.
losses that will be covered by the closingepresentations and agreements, when ap-10. That upon any subsequent trigger
agreement: plicable, to secure a §1.1503-2(g)(2)(iv) ing event described in §1.1503-2(g)

1. The country or countries that tax thgB)(2)(i) closing agreement: (2)(iii), the Taxpayer Parties will be

DRC on its worldwide income or on 1. That a corporation is a DRC as de- jointly and severally liable for the
a residence basis. If the DRCis a  scribed in §1.1503-2(c)(2). Taxpay- total amount of the recapture of the

separate unit, identify the separate
unit and name under which it con-
ducts business, and the country in
which its principal place of business
is located.

. Description of the principal busi-

ness activity.

. Amounts and taxable years of
DRC'’s NOLs.

. Date the period of limitations on as-
sessment of tax expires related to
each DCL.

.04 List And Description Of All
Triggering Events.

For all losses to be included in the
8§1.1503-2(g)(2)(iv)(B)(2)(i) closing
agreement, taxpayers must provide a list
and description of all triggering events

ers must provide a representation for
each relevant entity, and provide a
§1.1503-2A representation as appro-
priate.

. That a foreign branch, interest in a

partnership, or interest in a trust is a
separate unit as described in the ap-

DCLs to which the closing agree-
ment relates and the related interes
charge under §1.1503-2 (g)(2)(vii),
to the extent the triggering event
does not fall under one of the excep-
tions provided in 81.1503-2(Q)

(2)(V)(A) or (B).

propriate subsection of §1.1503-2 11. That the new consolidated group o

(c)(3) and a DRC as described in
§1.1503-2(c)(2). Taxpayers must
provide a representation for each rel-
evant entity, and provide a

§1.1503-2A representation as appro-
priate.

. That a hybrid entity separate unit is a

hybrid entity separate unit as de-
scribed in 81.1503-2(c)(4) and a
DRC as described in §1.1503-2
(c)(2). Taxpayers must provide a

unaffiliated domestic corporation

will treat any potential recapture of
the DCLs under 81.1503-2(g)
(2)(vii) as unrealized built—in gain

for purposes of 8384(a), subject to
any applicable exceptions thereun-
der, and will treat the total recapture
amount of the described DCLs as
recognized built-in gain for pur-

poses of §384(a), subject to any ap
plicable exceptions thereunder.

representation for each relevant en- 12. That the new consolidated group

described in §1.1503-2(g)(2)(iii) and
§1.1503-2A(c)(3)(iii) as appropriate (in-
cluding specific citations). In particular,
taxpayers should explain how the trigger- 4.
ing events are treated under the Code, in-
cluding information about any taxable
transfers or any nonrecognition provi- 5.
sions that apply, and should provide infor-
mation about all parties, stock, and assets

or unaffiliated domestic corpora-
tion will comply with the reporting

requirements described in
§1.1503-2(g)(2)(vi) for each DCL

tity, and provide a 81.1503-2A repre-
sentation as appropriate.

That the NOLs described are DCLs
under 8§1.1503-2(c)(5) (or under
§1.1503-2A(b)(2) as appropriate). for the taxable years covered by
That the requisite elections, agree- the closing agreement.

ments, and certifications were timely 13. That an election was made (or wa
made under §1.1503-2(g)(2)(i) (or not made) under §1.1503-2(h)(2)
involved. Taxpayers should indicate 81.1503-2A(c)(3) or (d)(3) as appro- or (3) for any DCLs incurred in

whether any triggering event listed in- priate). taxable years beginning before Oc-
cludes a transaction within the meaning of 6. That the DCLs were computed as re- tober 1, 1992. Taxpayers should
81.1502-75(d)(2) or (3) whereby the quired under §1.1503-2(d)(1) (or provide an explanation for the
common parent of the consolidated group  81.1503-2A(f)(1) as appropriate). election provision used.

that filed the §1.1503-2(g)(2)(i) agree- 7. That the necessary reporting and cer- 14. That an event described in



881.1503-2(g)(2)(iii))(A)(2) — (7) is cute a closing agreement under §81503(@aragraphs one (1) through fourteen (14
not a triggering event under suchand 7121 of the Code. The likely responbelow:

provision because the transfer didlents are domestic corporations.

not result in a carryover under for- The estimated average annual reportin\ﬁlHEREAs:

eign law of such losses, or becausand/or recordkeeping burden is two-thou-

such losses cannot be used to offssaind (2,000) hours. (1) Corporation A, a Delaware corpora-
the income of another person under The estimated average annual burdeg, ‘and party to this Closing Agreement,
foreign law. Taxpayers should repper applicant is one-hundred (100) hourgy, ned through December 31, Year 2, all of
resent the specific requirementsThe estimated number of applicants i§e stock of Corporation B, a Delaware
under the provision citedSee, e.g. twenty (20). The estimated frequency Of:orporation and party to this Closing
section 3.01(4) and sectionresponses is on occasion. Agreement. Until December 31, Year 2,
4.01(22), Rev. Proc. 2000-7 (the Books and records relating to a COIIeCCorporation A had outstanding Class X
National Office of the Service gen-tion of information must be retained as.,mmon stock and Class Y common stock
erally will not make a determinationlong as their contents may become matefforporation Ais the common parent of an
related to the rebuttals). ial in the administration of any internalgijiated group of corporations that files a

revenue law. Generally, tax returns and t&,nslidated federal income tax return on ¢

.06 Documents Required. ; ; : ; . .
q return information are confidential, as '®talendar year basis (the Corporation A

As part of the initial submission requestduired by 26 U.S.C. 6103. Group). Corporation B was a member of
ing a 81.1503-2(g)(2)(iv)(B)(2)(i) closing ECTION 7. DRAFTING the Corporation A Group through Decem-
agreement, taxpayers must provide the fo NFORMATION ber 31, Year 2. On January 1, Year 3, Cor
lowing documents when applicable: poration B became the common parent o

1. Copies of all elections, agreements The principal author of this revenue proan affiliated group of corporations that
and certifications required bycedure is Camille B. Evans of the Office ofiles a consolidated federal income tax re-
§1.1503-2(g)(2) (or 81.1503-2Athe Associate Chief Counsel (Internaturn on a calendar year basis (the Corpore
(©)(3) or (d)(3)). tional). For further information regardingtion B Group).

2. Copies of all ruling letters issued bythis revenue procedure contact Camille B.
the Service under §301.9100 providEvans or Kenneth D. Allison of the Office  (2) Corporation B owns all of the stock
ing for an extension of time to makeof the Associate Chief Counsel (Internaef Corporation D, a Delaware corporation
a required election or applicationtional) at (202) 622-3860 (not a toll free(EIN 33-1234567) and a member of the

under the §1503(d) regulations. call). Corporation A Group through December
3. Copy of all consents to an extension i 31, Year 2, and of Corporation E, a
of the statute of limitations on assesshPPendix A Delaware corporation (EIN 44-1234567)
ment and collection. and a member of the Corporation A Group

4. Documents supporting the rebuttal of DEPARTMENT OF THE TREASURY  through December 31, Year 2. Corpora-
a presumption of a triggering event  INTERNAL REVNUE SERVICE tion D and Corporation E became mem-

described in 881.1503-2(g)(2)(iii) bers of the Corporation B Group on Janu:
(A)(2) = (7). MODEL CLOSING AGREEMENT ON &1y 1, Year 3.

5. Other documents as requested by the FINAL DETERMINATION
Service. COVERING SPECIFIC MATTERS (3) Since 1970, Corporation D has

maintained assets and operated a widge
SECTION 6. PAPERWORK business in Country 1 through a branch ir
REDUCTION ACT Under section 7121 of the Internal RevCountry 1 (Branch 1). Branch 1 is a sepa
The collection of information containede€nue Code of 1986, as amended (thate unit as described in Treas. Reg
in this revenue procedure has been ré&ode), Corporation A, 123 Main Street§1.1503-2(c)(3)(i)(A) and a dual resident
viewed and approved by the Office ofVilmington, DE 20000, EIN 11-1234567,corporation (DRC) as defined in Treas.
Management and Budget in accordanc@ domestic corporation, as common parefteg. §1.1503-2(c)(2).
with the Paperwork Reduction Act (440N behalf of all the members of a consoli-
U.S.C. 3507) under control number 1545dated group (the Corporation A Group); (4) Since 1970, Corporation E has
1706. Corporation B, 124 Main Street, Wilming-maintained assets and operated a widge
An agency may not Conduct or Sponsoﬁpn, DE 20000, EIN 22'1234567, a dObUSineSS in Country 2 through a branCh ir
and a person is not required to respond tBI€StiC corporation, as common parent o@ountry 2 (Branch 2). Branch 2 is a sepa
a collection of information unless the colPehalf of all the members of a consolidatetate unit as described in Treas. Reg
lection of information displays a valid 9roup as of January 1, Year 3 (the Corpor&1.1503-2(c)(3)(i)(A) and a DRC as de-
OMB control number. tion B Group); and the Commissioner ofined in Treas. Reg. §1.1503-2(c)(2).
The collection of information is con- Internal Revenue hereby make the follow-
tained in sections 4 and 5 of this revenu®d closing agreement (Closing Agree- (5) Since 1975, Corporation E has
procedure. This information will enablement) based on the representations madeaintained assets and operated a widge
the Service to determine whether to exdly Corporation A and Corporation B, inbusiness in Country 3 through a branch ir




Country 3 (Branch 3). Branch 3 is a sep&ountry 4 law of Branch 4’s losses, ex81.1503-2(g)(2)(iii)(A)(5) because the
rate unit as described in Treas. Regenses, or deductions to Corporation 4ale did not result in a carryover under the
81.1503-2(c)(3)())(A) and a DRC as deAs a result of this Date A, Year 2 salelaws of Country 3 of Branch 3’s losses,
fined in Treas. Reg. 81.1503-2(c)(2). = Branch 4 ceased to be a separate unit @spenses, or deductions to Corporation ¢
described in Treas. Reg.As a result of this Date C, Year 3 sale.
(6) Since 1972, Corporation E ha1.1503-2(c)(3)(i))(A) and a DRC as deBranch 3 ceased to be a separate unit .
maintained assets and operated a widgdised in Treas. Reg. §1.1503-2(c)(Bee described in Treas. Reg.
business in Country 4 through a branch iAppendix B, Note 1. 81.1503-2(c)(3)()(A) and a DRC as de-
Country 4 (Branch 4). Branch 4 is a sepa- fined in Treas. Reg. §1.1503-2(c)(Bee
rate unit as described in Treas. Reg. (9) On December 31, Year 2, CorporaAppendix B, Note 3.
81.1503-2(c)(3)()(A) and a DRC as detion A distributed all of the stock of Cor-
fined in Treas. Reg. 81.1503-2(c)(2).  poration B to its Corporation A Class X (11) The Corporation B Branches in-
common stockholders in exchange for alturred net operating losses (NOLS) for the
Branch 1, Branch 2, Branch 3, andf the Corporation A Class X commonYear 1 taxable year and the Year 2 taxabl
Branch 4 will hereinafter collectively bestock in a split-off transaction described/ear. Such losses were computed in ac
referred to as the “Corporation Bin Code 8355. As a result of this split-offcordance with Treas. Reg. §1.1503-:
Branches.” transaction: (a) Corporation B, Corporafd)(1) and are as follows:
tion D, and Corporation E, and the in-
(7) The income and losses of Branch 4ome and losses of Branch 1, Branch 2,
were included in the Corporation A Groupand Branch 3 ceased to be included in the
through Date A, Year 2. The income an€orporation A Group; (b) Corporation B
losses of Branch 1, Branch 2, and Brandiecame the common parent of the Corpo-
3 were included in the Corporation Aration B Group; and (c) the income and
Group through December 31, Year 2.  losses of Branch 1, Branch 2, and Branch
3 became included with the Corporation
(8) On Date A, Year 2, Corporation EB Group. See Appendix B, Note 2.
sold all of the assets of Branch 4 to an un-
related Country 4 company, Corporation (10) On Date C, Year 3, Corporation E
4. Corporation E's sale of Branch 4's assold the Branch 3 assets to an unrelated
sets is not a triggering event under Trea€ountry 3 company, Corporation 3. Cor-
Reg. 81.1503-2(g)(2)(iii)(A)(5) becauseporation E’s sale of Branch 3’s assets is
the sale did not result in a carryover underot a triggering event under Treas. Reg.

BRANCH Year 1 Tax Year Year 2 Tax Year
Branch 1 $ $

Branch 2 $ $

Branch 3 $ $

Branch 4 $ $ NA*
TOTAL $ $

*See Appendix B, Note 4.

The Corporation B Branches’ NOLs forfor the Year 1 taxable year and the YeaFHEREFORE, based on the above infor:
the Year 1 taxable year and the Year 2 taxable year. mation and material submitted by Corpo-
taxable year will hereinafter collectively ration A and Corporation B in connection
be referred to as the Corporation B (14) Excluding the distribution of with this Closing Agreement, and in the
Branches NOLs. Corporation B stock to the Corporatiorabsence of other material factual or lega
A Class X common stockholders in acircumstances concerning the events de
(12) The Corporation A Group usedCode 8355 split-off transaction, on Described above, it is determined for federa
all of the Corporation B Branches NOLscember 31, Year 2, (as described in paréncome tax purposes that with respect t
within the meaning of Treas. Reggraph 9 above), causing Corporation Bhe Corporation B Branches NOLs:
§1.1503-2(c)(15). and its affiliates to cease being members
of the Corporation A Group, no trigger- (1) This Closing Agreement is a clos-
(13) Corporation A, as common paring event described in Treas. Reging agreement described in Treas. Rec
ent of the Corporation A Group, filed the81.1503-2 (g)(2)(iii) has occurred that®1.1503-2(g)(2)(iv)(B)(2)(i).
elections and agreements described is applicable to the Corporation B
Treas. Reg. §1.1503-2(g)(2)(i) for theBranches NOLs. (2) The Corporation B Branches are
Corporation B Branches NOLs incurred separate units as described in Treas. Re



81.1503-2(c)(3)(i)(A) and are dual resiture of the Corporation B Branch NOLsposes of Code 8384(a), subject to any af
dent corporations as defined in Treasand an interest charge. plicable exceptions thereunder.
Reg. §1.1503-2(c)(2).
(6) Upon any subsequent triggering (8) The Corporation B Group will com-
(3) The Corporation B Branch NOLs areevent described in Treas. Regply with the reporting requirements de-
dual consolidated losses under Treas. Regfl.1503-2(g)(2)(iii), the Corporation Ascribed in Treas. Reg. 81.1503-2 (g)(2)(Vi)
81.1503-2(c)(5). Group and the Corporation B Group will bewith respect to each Corporation B Branch
jointly and severally liable for the totalNOL for the Year 1 taxable year and the
(4) But for Treas. Reg. §1.1503—2amount of recapture of the dual consoliYear 2 taxable year.
(9)(2)(Iv)(B)(2), the distribution of Corpo- dated losses of the Corporation B Branches
ration B stock to the Corporation A Class Xand the related interest charge under Treas.(9) If the amount of the Corporation B
common stockholders in a Code 8355 spliReg. 8§1.1503-2(g)(2)(vii), to the extent thé8ranch NOLs is adjusted by the Internal
off transaction, causing Corporation Bfriggering event does not fall under one oRevenue Service, judicial authority, or oth-
Corporation D, and Corporation E to ceasthe exceptions provided in Treas. Regerwise in a final determination of taxes for
being members of the Corporation A Groug1.1503-2(g)(2)(iv)(A) or (B). The charac-taxable years ending December 31, Year
and the income and losses of the Corporter and source of the recapture amount shalhd December 31, Year 2, the provisions o
tion B Branches to cease being included ibe determined pursuant to Treas. Reghis Closing Agreement will applghutatis
the Corporation A Group, was a triggeringg1.1503-2(g)(2)(vii)(D). An event other-mutandisto such final adjusted loss
event under Treas. Reg.wise constituting a triggering event applicaamounts.
81.1503-2(g)(2)(iii)(A)(2) requiring the re- ble to the Corporation B Branch NOLs
capture of Corporation B Branch NOLs asinder Treas. Reg. §1.1503-2(g)(2)(iii))(A) NOW THIS CLOSING AGREEMENT
required by Treas. Reg.shall not constitute a triggering event if iWITNESSETH, that Corporation A, Cor-
81.1503-2(g)(2)(vii). occurs in any taxable year after the fifteenthoration B, and the Commissioner of Inter-
(151 taxable year following the year innal Revenue hereby mutually agree to the
(5) Under Treas. Reg. §1.1503-2vhich the Corporation B Branch NOLsdeterminations set forth above and furthel
(9)(2)(iv)(B)(2), the distribution of Corpo- were incurred. mutually agree that those determination:
ration B stock to Corporation A Class X shall be final and conclusive, subject, how-
common stockholders in a Code 8355 split- (7) The Corporation B Group will treatever, to reopening in the event of fraud,
off transaction, whereby Corporation Bany potential recapture amount undemalfeasance, or misrepresentation of mate
Corporation D, and Corporation E ceasetireas. Reg. §1.1503-2(g)(2)(vii) as unreaHal fact, and provided that any change ol
to be members of the Corporation A Groujzed built-in gain for purposes of Codemodification of applicable statutes or tax
and the income and losses of the Corpor8384(a), subject to any applicable excegonventions shall render this Closing
tion B Branches ceased to be included itions thereunder, and such total recapturksgreement ineffective to the extent that it is
the Corporation A Group, is not considereéimount shall constitute recognized built-irdependent upon such statutes or tax cor
to be a triggering event requiring the recapyain of the Corporation B Group for pur-ventions.

IN WITNESS WHEREOF, by signing the foregoing, the above parties signify that they have read and agreed to the term:
document.

CORPORATION A

By: Date;

Title:

CORPORATION B

By: Date:

Title:

COMMISSIONER OF INTERNAL REVENUE
By: Date;

Title: Associate Chief Counsel (International)

By: Date;

Title: Director, International



