
of Associate Chief Counsel (Financial In-
stitutions and Products). However, other
personnel from the IRS and Treasury
Department participated in their develop-
ment.

* * * * *

Proposed Amendments to the
Regulations

Accordingly, 26 CFR part 1 is proposed
to be amended as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation for
part 1 continues to read in part as follows:

Authority: 26 U.S.C. 7805 * * *
Par. 2. Section 1.1271–0 is amended by

adding entries for §1.1275–2(l) and (m) to
read as follows:

§1.1271–0 Original issue discount;
effective date; table of contents.

* * * * *

§1.1275–2 Special rules relating to debt
instruments.

* * * * *
(l) [Reserved]
(m) Special rule for certain REMIC regular
interests.
(1) Scope.
(2) General rules.
(3) Special rule for calculation of OID in
final accrual period.
(4) Definition of record date.
(5) Accrual of qualified stated interest.
(6) Example.
(7) Treatment of REMIC regular interests
if the record dates and the payment dates
are separated by more than thirty-one days.
(8) Effective date.

* * * * *
Par. 3. Section 1.1275–2 is amended by

adding new paragraphs (l) and (m) to read
as follows:

§1.1275–2 Special rules relating to debt
instruments.

* * * * *
(l) [Reserved].
(m) Special rules for certain REMIC

regular interests—(1) Scope. If the terms
of a REMIC regular interest (as defined

in section 860G(a)(1)) provide for a de-
lay between its record dates and the associ-
ated payment dates, the initial accrual pe-
riod and final accrual period for that regu-
lar interest are determined under this para-
graph (m). Except as provided in para-
graph (m)(7) of this section, this paragraph
(m) does not apply to a REMIC regular in-
terest if the record dates and the payment
dates are separated by more than thirty-one
days.

(2) General rules—(i) Initial accrual
period. The initial accrual period for a
REMIC regular interest subject to this
paragraph (m) begins on issuance of the
REMIC regular interest.

(ii) Final accrual period. The final ac-
crual period for a REMIC regular interest
subject to this paragraph (m) ends on the
final record date of the REMIC regular in-
terest.

(3) Special rule for calculation of OID
in final accrual period. In applying section
1272(a)(6)(A) to calculate OID in the final
accrual period for a REMIC regular inter-
est subject to this paragraph (m), payments
after the end of the final accrual period of
amounts included in the stated redemption
price at maturity are treated as payments
during the final accrual period.

(4) Definition of record date. For pur-
poses of this paragraph (m), a record date
of a REMIC regular interest is a date, pro-
vided by the terms of the REMIC regular
interest, on which the holder becomes en-
titled to a payment (of interest or principal)
that is to be made on a subsequent payment
date.

(5) Accrual of qualified stated interest.
See §1.446–2 for the accrual of qualified
stated interest.

(6) Example. The following example
illustrates the application of this paragraph
(m).

Example. REMIC X issues regular interests on
January 1, 2009. The terms of the regular interests
provide for payments of interest and principal to the
persons who hold the regular interests on the last day
of the calendar month (the record date). Each such
payment is to be made on the fifteenth day of the suc-
ceeding calendar month (the payment date). The last
payment with respect to the regular interests issued
by REMIC X is to be made on January 15, 2014, to
persons who hold the regular interests on December
31, 2013. Under this paragraph (m), the initial ac-
crual period begins on the date of issuance, January
1, 2009, and the last accrual period ends on the last
record date, December 31, 2013.

(7) Treatment of REMIC regular inter-
ests if the record dates and the payment

dates are separated by more than thirty-
one days. [Reserved.]

(8) Effective date—(i) In general. This
paragraph (m) applies to REMIC regular
interests issued after the date the final reg-
ulations are published in the Federal Reg-
ister.

(ii) Automatic consent to change
method of accounting. Taxpayers are
hereby granted the Commissioner’s con-
sent under section 446(e) to change their
method of accounting for REMIC regular
interests to which this paragraph (m) ap-
plies if—

(A) The change involves changing ac-
crual periods to accrual periods allowed by
this paragraph (m);

(B) The change is made for the first tax-
able year of the taxpayer during which the
taxpayer holds a REMIC regular interest to
which the rules of this paragraph (m) ap-
ply; and

(C) The change in method of account-
ing is effected on a cut-off basis.

Deborah M. Nolan,
Acting Deputy Commissioner for

Services and Enforcement.

(Filed by the Office of the Federal Register on August 24,
2004, 8:45 a.m., and published in the issue of the Federal
Register for August 25, 2004, 69 F.R. 52217)

Notice of Proposed
Rulemaking by
Cross-Reference to
Temporary Regulations

Entry of Taxable Fuel

REG–120616–03

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Notice of proposed rulemaking
by cross-reference to temporary regula-
tions.

SUMMARY: In this issue of the Bulletin,
the IRS is issuing temporary regulations
(T.D. 9145) relating to the tax on the en-
try of taxable fuel into the United States.
The text of those regulations also serves
as the text of these proposed regulations.
The regulations affect enterers of taxable
fuel, certain other importers, and certain
sureties.
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DATES: Written and electronic comments
and requests for a public hearing must be
received by October 28, 2004.

ADDRESSES: Send submissions to:
CC:PA:LPD:PR (REG–120616–03), room
5203, Internal Revenue Service, POB
7604, Ben Franklin Station, Washing-
ton, DC 20044. Alternatively, submis-
sions may be hand delivered Monday
through Friday between the hours of 8
a.m. and 4 p.m. to: CC:PA:LPD:PR
(REG–120616–03), Courier’s Desk, In-
ternal Revenue Service, 1111 Constitution
Avenue, NW, Washington, DC, or sent
electronically, via the IRS Internet site at
www.irs.gov/regs or via the Federal eRule-
making portal at www.regulations.gov
(IRS and REG–120616–03).

FOR FURTHER INFORMATION
CONTACT: Concerning submissions,
LaNita Van Dyke (202) 622–7180; con-
cerning the regulations, Celia Gabrysh
(202) 622–3130 (not toll-free numbers).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collection of information contained
in this notice of proposed rulemaking has
been submitted to the Office of Manage-
ment and Budget for review in accordance
with the Paperwork Reduction Act of 1995
(44 U.S.C. 3507(d)). Comments on the
collection of information should be sent to
the Office of Management and Budget,
Attn: Desk Officer for the Department
of the Treasury, Office of Information
and Regulatory Affairs, Washington, DC
20503, with copies to the Internal Rev-
enue Service, Attn: IRS Reports Clear-
ance Officer, SE:W:CAR:MP:T:T:SP,
Washington, DC 20224. Comments on
the collection of information should be re-
ceived by September 28, 2004. Comments
are specifically requested concerning:

Whether the proposed collection of in-
formation is necessary for the proper per-
formance of the functions of the IRS, in-
cluding whether the information will have
practical utility;

The accuracy of the estimated burden
associated with the proposed collection of
information (see below);

How the quality, utility, and clarity of
the information to be collected may be en-
hanced;

How the burden of complying with the
proposed collection of information may be
minimized, including through the appli-
cation of automated collection techniques
or other forms of information technology;
and

Estimates of capital or start-up costs
and costs of operation, maintenance, and
purchase of services to provide informa-
tion.

The collections of information
in this proposed regulation are in
§48.4081–3T(c)(2)(iii) and (iv). Section
48.4081–3T(c)(2)(iii) generally provides
that an importer of record may avoid tax
liability if the importer of record obtains
from the enterer a notification certificate,
described in §48.4081–5, which contains
the enterer’s registration number. Section
48.4081–3T(c)(2)(iv) generally provides
that a surety bond will not be charged for
the tax imposed on the entry of the fuel
covered by the bond, if at the time of en-
try, the surety has a notification certificate,
described in §48.4081–5, which contains
the enterer’s registration number. These
collections of information are required to
obtain a tax benefit. The likely respon-
dents are businesses.

Estimated total annual reporting and/or
recordkeeping burden: 281 hours.

Estimated average annual burden hours
per respondent and/or recordkeeper varies
from .25 hour to 2.25 hours, depending
on individual circumstances, with an esti-
mated average of 1.25 hours.

Estimated number of respondents
and/or recordkeepers: 225.

An agency may not conduct or sponsor,
and a person is not required to respond to, a
collection of information unless it displays
a valid control number assigned by the Of-
fice of Management and Budget.

Books or records relating to a collection
of information must be retained as long
as their contents may become material in
the administration of any internal revenue
law. Generally, tax returns and tax return
information are confidential, as required
by 26 U.S.C. 6103.

Background

Temporary regulations in this issue of
the Bulletin amend the Manufacturers and
Retailers Excise Taxes Regulations (26
CFR Part 48) relating to the tax on the
entry of taxable fuel imposed by section

4081. The text of those regulations also
serves as the text of these proposed reg-
ulations. The preamble to the temporary
regulations explains the amendments.

Special Analyses

It has been determined that this notice
of proposed rulemaking is not a significant
regulatory action as defined in Executive
Order 12866. Therefore, a regulatory flex-
ibility assessment is not required. It also
has been determined that section 553(b)
of the Administrative Procedure Act (5
U.S.C. chapter 5) does not apply to these
regulations. It is hereby certified that the
collection of information in these regula-
tions will not have a significant economic
impact on a substantial number of small
entities. This certification is based on the
fact that the time required to request and
to furnish a notification certificate is min-
imal and will not have a significant im-
pact on those small entities. Therefore, a
Regulatory Flexibility Analysis under the
Regulatory Flexibility Act (5 U.S.C. chap-
ter 6) is not required. Pursuant to section
7805(f) of the Internal Revenue Code, this
notice of proposed rulemaking will be sub-
mitted to the Chief Counsel for Advocacy
of the Small Business Administration for
comment on its impact on small business.

Comments and Requests for a Public
Hearing

Before these proposed regulations are
adopted as final regulations, consideration
will be given to any written comments
(a signed original and eight (8) copies)
or electronic comments that are submit-
ted timely to the IRS. Comments are re-
quested on all aspects of the proposed reg-
ulations. In addition, the IRS and Treasury
Department specifically request comments
on the clarity of the proposed regulations
and how they may be made easier to un-
derstand. All comments will be available
for public inspection and copying. A pub-
lic hearing may be scheduled if requested
in writing by any person that timely sub-
mits written comments. If a public hearing
is scheduled, notice of the date, time, and
place for the hearing will be published in
the Federal Register.

September 13, 2004 475 2004–37 I.R.B.



Drafting Information

The principal author of these regula-
tions is Celia Gabrysh, Office of Associate
Chief Counsel (Passthroughs and Special
Industries). However, other personnel
from the IRS, the Treasury Department,
and the Bureau of Customs and Border
Protection, Department of Homeland Se-
curity, participated in their development.

* * * * *

Proposed Amendments to the
Regulations

Accordingly, 26 CFR part 48 is pro-
posed to be amended as follows:

PART 48 — MANUFACTURERS AND
RETAILERS EXCISE TAXES

Paragraph 1. The authority citation for
part 48 continues to read in part as follows:

Authority: 26 U.S.C. 7805* * *
Par. 2. In §48.4081–1, paragraph (b),

the definition of Enterer is revised to read
as follows:

§48.4081–1 Taxable fuel; definitions.

[The text of the proposed amendment
to §48.4081–1(b) is the same as the text
of §48.4081–1T(b), definition of enterer,
published elsewhere in this issue of the
Bulletin].

Par. 3. Section 48.4081–3 is amended
by adding paragraphs (c)(2)(ii) through
(c)(2)(iv) to read as follows:

§48.4081–3 Taxable fuel; taxable events
other than removal at the terminal rack.

[The text of the proposed amendment
to §48.4081–3(c)(2)(ii) through (iv) is the
same as the text of §48.4081–3T(c)(2)(ii)
through (iv) published elsewhere in this
issue of the Bulletin].

Mark E. Matthews,
Deputy Commissioner for Services

and Enforcement.

(Filed by the Office of the Federal Register on July 29, 2004,
8:45 a.m., and published in the issue of the Federal Register
for July 30, 2004, 69 F.R. 45631)

Notice of Proposed
Rulemaking

Real Estate Mortgage
Investment Conduits

REG–154077–03

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Notice of proposed rulemaking.

SUMMARY: This document contains pro-
posed regulations relating to the applica-
tion of the unified partnership audit proce-
dures to disputes regarding the ownership
of residual interests in a Real Estate Mort-
gage Investment Conduit (REMIC). These
regulations will affect taxpayers that invest
in REMIC residual interests.

DATES: Written or electronically gener-
ated comments and requests for a public
hearing must be received by November 1,
2004.

ADDRESSES: Send submissions to
CC:PA:LPD:PR (REG–154077–03), room
5226, Internal Revenue Service, POB
7604, Ben Franklin Station, Washing-
ton, DC 20044. Submissions may be
hand-delivered Monday through Friday
between the hours of 8 a.m. and 4 p.m.
to CC:PA:LPD:PR (REG–154077–03),
Courier’s Desk, Internal Revenue Ser-
vice, 1111 Constitution Avenue, NW,
Washington, DC. Alternatively, taxpay-
ers may submit electronic comments
directly to the IRS Internet site at:
www.irs.gov/regs or the Federal eRule-
making Portal at www.regulations.gov
(IRS - REG–154077–03).

FOR FURTHER INFORMATION
CONTACT: Concerning the proposed reg-
ulations, Arturo Estrada, (202) 622–3900)
(not a toll-free number); concerning the
submissions of comments, or a request for
a public hearing, LaNita Van Dyke (202)
622–7180 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

This proposed regulation amends 26
CFR Part 1 under section 860F of the

Internal Revenue Code (Code) relating
to the application of the unified partner-
ship audit procedures of subchapter C of
chapter 63 of the Code to REMICs and
the holders of residual interests. Section
860F(e) provides that a REMIC is treated
as a partnership (and holders of residual
interests in that REMIC shall be treated as
partners) for purposes of subtitle F of the
Code, which includes the unified partner-
ship audit procedures. The taxable income
of a holder of a REMIC residual interest is
determined under the REMIC provisions
of part IV of subchapter M, which require
the holder to take into account its daily
portion of the REMIC’s taxable income
or net loss for each day during the taxable
year on which the holder holds its interest.
Section 860C(a)(1). The provisions of
subchapter K relating to the determination
of the taxable income of a partnership and
its partners do not apply to REMICs or
the holders of REMIC residual interests.
Section 860A(a).

Questions have arisen regarding
whether the identity of the holder of a
REMIC residual interest is treated as a
partnership item for purposes of the uni-
fied partnership audit procedures. Ques-
tions also have arisen regarding the ap-
plicability of the unified partnership audit
procedures when a determination is made
under the REMIC regulations to disregard
certain transfers of REMIC residual in-
terests and continue to treat the transferor
as the holder of the transferred REMIC
residual interests. See §§1.860E–1(c) and
1.860G–3.

The IRS and Treasury Department have
determined that the identity of a holder of
a REMIC residual interest is more appro-
priately determined at the residual inter-
est holder level than at the REMIC entity
level.

Explanation of Provisions

The proposed regulations provide that
the determination of the identity of a
holder of a REMIC residual interest is
not a partnership item for purposes of the
unified partnership audit procedures as
applied to REMICs, whether or not such
determination involves the application of a
disregarded transfer rule. Unlike the iden-
tity of a partner in a partnership subject to
subchapter K, the identity of the holder of
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