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I nternal Revenue Service
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RI'N 1545- AX63

Stock Transfer Rules: Supplenental Rules

AGENCY: Internal Revenue Service (IRS), Treasury.

ACTI ON: Notice of proposed rul emaki ng and notice of public
heari ng.

SUMVARY: Thi s docunent proposes, by cross-reference to tenporary
regul ati ons, anendnents to the final regulations concerning the
Federal tax treatnment of certain exchanges subject to section
367(b) of the Internal Revenue Code (Code). The tenporary
regul ations, published in the Rules and Regul ati ons section of
this issue of the Federal Register, provide an election for
certain taxpayers engaged in certain exchanges described in
section 367(b). The tenporary regulations provide gui dance for
taxpayers that nake the specified election in order to determ ne
the extent to which incone nust be included and certain
correspondi ng adjustnments nust be nade. The text of the
tenporary regul ations al so serves as the text of the proposed
regul ations. This docunent al so provides notice of a public
hearing on the proposed regul ati ons.

DATES: Witten coments nust be received by April 24, 2000.

Requests to speak (with outlines of oral comments) at the public
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heari ng schedul ed for April 20, 2000, nust be submtted by March
31, 2000.
ADDRESSES: Send submi ssions to: CC DOM CORP: R (REG 116048-99),
room 5228, Internal Revenue Service, POB 7604, Ben Franklin
Stati on, Washi ngton, DC 20044. 1In the alternative, subm ssions
may be hand delivered between the hours of 8 aam and 5 p.m to:
CC. DOM CORP: R (REG 116048-99), Courier’s Desk, Internal Revenue
Service, 1111 Constitution Avenue NW, Washi ngton, DC.
Al ternatively, taxpayers may submt comments electronically via
the Internet by selecting the "Tax Regs" option of the IRS Hone
Page, or by submtting coments directly to the IRS Internet site
at: http://ww.irs.ustreas.gov/prod/tax_regs/regslist.html. The
public hearing will be held in room 2615, Internal Revenue
Bui I di ng, 1111 Constitution Avenue, NW, Washi ngton, DC.
FOR FURTHER | NFORMATI ON CONTACT: Concerning the regul ati ons, Mrk
D. Harris, (202) 622-3860 (not a toll-free nunber); concerning
subm ssions and the hearing, Guy Traynor, (202) 622-7180 (not a
toll-free nunber).
SUPPLEMENTARY | NFORVATI ON:
Paper wor k Reducti on Act
The collection of information contained in this notice of
proposed rul emaki ng has been submtted to the Ofice of
Managenent 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 Ofice of

Managenent and Budget, Attn: Desk O ficer for the Departnent of
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the Treasury, Ofice of Information and Regul atory Affairs,
Washi ngt on, DC 20503, with copies to the Internal Revenue
Service, Attn: IRS Reports Cl earance Oficer, OP:.FS FP
Washi ngt on, DC 20224. Commrents on the collection of information
shoul d be received by March 24, 2000. Conments are specifically
request ed concer ni ng:

Whet her the proposed collection of information is necessary
for the proper performance of the functions of the Internal
Revenue Service, including whether the information will have
practical utility;

The accuracy of the estimted burden associated with the
proposed col l ection of information (see bel ow);

How the quality, utility, and clarity of the information to
be coll ected may be enhanced,

How t he burden of conplying with the proposed collection of
I nformati on may be mnim zed, including through the application
of automated collection techniques or other forns of information
t echnol ogy; and

Estimates of capital or start-up costs and costs of
operation, mai ntenance, and purchase of service to provide
I nformati on.

The collection of information in this proposed regulation is
in 81.367(b)-3(b)(4). This information is required to properly
make an el ection to include an anmobunt in income that is different
than the inclusion currently required under 81.367(b)-3 of the

final regulations. This information wll be used to verify
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proper conpliance with the section 367(b) regul ations, including
that the el ection provided herein was nade and that the required
adjustnments will be nmade by all parties to the section 367(b)
transaction. The collection of information is mandatory. The
i kely respondents are businesses or other for-profit
Institutions.

Estimated total annual reporting burden: 85 hours.

Esti mat ed average annual burden hours per respondent: 4
hours, 15 m nutes.

Esti mat ed nunber of respondents: 20

Estimat ed annual frequency of responses: once

An agency may not conduct or sponsor, and a person is not
required to respond to, a collection of information unless it
di splays a valid control nunber assigned by the O fice of
Managenent and Budget .

Books or records relating to a collection of information
must be retained as long as their contents nmay becone material in
the adm nistration of any internal revenue |aw. GCenerally, tax
returns and tax return information are confidential, as required
by 26 U.S.C. 6103.

Backgr ound

Tenporary regulations in the Rules and Regul ati ons section
of this issue of the Federal Register anend the |Incone Tax
Regul ations (26 CFR part 1) relating to section 367(b). The

tenporary regul ations contain rules that provide an election for
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certain taxpayers engaged in certain exchanges described in
section 367(Db).

The text of those tenporary regul ations also serves as the
text of these proposed regulations. The preanble to the
tenporary regul ati ons expl ains the proposed regul ati ons.

Proposed Effective Date

Except as otherw se specified, these regul ations are
proposed to apply to section 367(b) exchanges that occur on or
after the date final regulations are published in the Federal
Regi ster.

Speci al Anal yses

It has been determ ned that these regulations are not a
significant regulatory action as defined in Executive Order
12866. Therefore, a regulatory assessnent is not required. It
I's hereby certified that the collection of information contained
in these regulations wll not have a significant econom c inpact
on a substantial nunber of small entities. This certification is
based upon the fact that the nunber of section 367(b) exchanges
that require reporting under these regulations is estimted to be
only 20 per year. Therefore, a Regulatory Flexibility Analysis
under the Regul atory Flexibility Act (5 U S.C. chapter 6) is not
required.

Pursuant to section 7805(f) of the Code, these proposed
regul ations will be submtted to the Chief Counsel for Advocacy
of the Small Business Adm nistration for conmment on their inpact.

Conmment s and Public Hearing
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Bef ore these proposed regul ati ons are adopted as fi nal
regul ati ons, consideration will be given to any witten coments
(preferably a signed original and eight (8) copies) that are
submtted tinely to the IRS. The IRS and Treasury request
coments on the clarity of the proposed regulation and how it may
be made easier to understand. Al coments will be available for
public inspection and copyi ng.

A public hearing has been scheduled for April 20, 2000,
beginning at 10 a.m, in room 2615, Internal Revenue Buil ding,
1111 Constitution Avenue NW, Washington, DC. Because of access
restrictions, visitors will not be adm tted beyond the Internal
Revenue Bui |l ding | obby nore than 15 m nutes before the hearing
starts.

The rules of 26 CFR 601.601(a)(3) apply to the hearing.

Persons that wsh to present oral comments at the hearing
must submt tinely witten coments and an outline of the topics
to be discussed and the tine to be devoted to each topic by
(preferably a signed original and eight (8) copies) March 31
2000. However, comments not to be presented at the hearing nust
be submtted by April 24, 2000.

A period of 10 minutes will be allotted to each person for
maki ng conments.

An agenda showi ng the scheduling of the speakers wll be
prepared after the deadline for receiving outlines has passed.
Copi es of the agenda will be available free of charge at the

heari ng.



Drafting Information

The principal author of these regulations is Mark Harris of
the O fice of Associate Chief Counsel (International). However,
ot her personnel fromthe IRS and Treasury Departnent participated
in their devel opnent.
Proposed Amendnents to the Regul ations

Accordingly, 26 CFR part 1 is proposed to be anended as
fol | ows:

I ncone taxes, Reporting and recordkeeping requirenents.
PART 1--1NCOVE 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 1.367(b)-3 is anended by addi ng paragraph

(b)(4) to read as foll ows:

81.367(b)-3 Repatriation of foreign corporate assets in certain

nonr ecogni ti on transacti ons.

(b)***
(4) [The text of this proposed addition is the sane as the
text of 81.367(b)-3T(b)(4) published el sewhere in this issue of

t he Federal Register].

* * % * *

John M Dal rynpl e
Acting Deputy Comm ssioner of |Internal Revenue.



