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| nformati on Reporting Relating to Taxable Stock Transactions
AGENCY: Internal Revenue Service (IRS), Treasury.

ACTION:  Notice of proposed rul enaking by cross-reference to
tenporary regul ations and notice of public hearing.

SUMMVARY: In the Rul es and Regul ati ons section of this issue of
t he Federal Register, the RS is issuing tenporary regul ations
relating to information reporting relating to taxable stock
transactions. This docunent contains proposed regul ations
under section 6043(c) requiring information reporting by a
corporation if control of the corporation is acquired or if
the corporation has a recapitalization or other substanti al
change in capital structure. This docunent al so contains
proposed regul ati ons under section 6045 concerning information
reporting requirenents for brokers with respect to
transactions described in section 6043(c). The text of the
tenporary regul ations serves as the text of these proposed
regul ations. This docunent also provides notice of a public

hearing on these proposed regul ati ons.
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DATES: W.itten or electronic comments nust be received by
February 18, 2003. OQutlines of topics to be discussed at the
public hearing scheduled for March 5, 2003,at 10 a.m, nust be
recei ved by February 12, 2003.
ADDRESSES: Send subm ssions to: CC:ITA:RU (REG 143321-02),
room 5226, Internal Revenue Service, POB 7604, Ben Franklin
Station, Washi ngton, DC 20044. Subm ssions may be hand
del i vered Monday t hrough Friday between the hours of 8 a.m
and 5 p.m to: CCITA RU (REG 143321-02), Courier's Desk,
I nternal Revenue Service, 1111 Constitution Avenue, NW,
Washi ngton, DC. Alternatively, taxpayers may submt
el ectronic comments directly to the IRS Internet site at
wwv. i rs.gov/regs. The public hearing will be held in room
4718, Internal Revenue Building, 1111 Constitution Avenue,
NW , Washi ngton, DC.
FOR FURTHER | NFORMATI ON CONTACT: Concerning the proposed
regul ati ons, Nancy L. Rose (202) 622-4910; concerning
subm ssi ons of comments, the hearing, and/or to be placed on
the building access |list to attend the hearing, Treena Garrett
at (202) 622-7190 (not toll-free nunbers).
SUPPLEMENTARY | NFORMATI ON:
Paperwor k Reducti on Act

The collection of informati on contained in this notice of
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proposed rul emaki ng has been submtted to the O fice of
Managenent and Budget for review in accordance with the
Paperwor k Reduction Act of 1995 (44 U.S.C. 3507(d)). Comments
on the collection of information should be sent to the Ofice
of Managenment and Budget, Attn: Desk O ficer for the
Departnment of the Treasury, O fice of Information and

Regul atory Affairs, Washington, DC 20503, with copies to the
| nternal Revenue Service, Attn: IRS Reports Clearance Oficer,
W CAR: MP: FP: S, Washi ngton, DC 20224. Comments on the
collection of information should be received by January 17,
2003. Coments are specifically requested concerning:

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 estimated 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
information may be mnim zed, including through the
application of automated collection techniques or other

forms of information technol ogy; and
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Esti mates of capital or start-up costs and costs of
operati on, maintenance, and purchase of service to provide
i nformation.
The collection of information in this proposed regulation is
in 26 CFR 1.6043-4(a) and (b) and in 26 CFR 1.6045-3. The
information is required be reported to ensure that
shar ehol ders properly recognize gain from corporate
acqui sitions and changes in capital structure. The collection
of information is mandatory. The likely respondents are |arge
cor porations.
The estimated total annual reporting and recordkeepi ng burden
in proposed 81.6043-4(a), requiring the filing of Form 8806,
is 2 hours. The estimated total annual reporting and
recordkeepi ng burden in proposed 881.6043-4(b) and 1.6045-3 is
15 m nutes for each Form 1099- CAP and 10 m nutes for Form
1096.
The estimated annual burden per respondent and/ or recordkeeper
wi Il vary dependent on the nunber of Forms 1099- CAP required
to be filed.
The estimated number of respondents under the proposed
regul ations is 350. The estimted nunber of respondents under
the tenporary regulations, for transactions occurring after

Decenber 31, 2001, is 5.
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The estimated annual frequency of reporting on Form 8806 and
Form 1096 is 1. The estimated annual frequency of reporting
on Form 1099-CAP is 1 for each sharehol der
An agency nmay not conduct or sponsor, and a person i s not
required to respond to, a collection of information unless
it displays a valid control nunber assigned by the Ofice
of Managenment and Budget.
Books or records relating to a collection of informtion
must be retained as long as their contents may becone
material in the adm nistration of any internal revenue
law. Generally, tax returns and tax return information are
confidential, as required by 26 U S.C. 6103.
Background and Expl anati on of Provisions

Tenporary regulations in the Rul es and Regul ati ons
section of this issue of the Federal Register anend the Inconme
Tax Regul ations (26 CFR Part 1) relating to sections 6043 and
6045. The tenporary regul ations set forth information
reporting requirenents relating to acquisitions of control and
substantial changes in capital structure. The text of those
regul ati ons al so serves as the text of these proposed
regul ati ons. The preanble to the tenporary regul ations
expl ai ns the amendnents and these proposed regul ati ons.

As set forth in the preanble to the tenporary
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regul ati ons, public comments are specifically invited with
regard to the potential for duplicate reporting under these
proposed regul ations and with regard to the burden of
conpliance with the reporting requirenments under the proposed
regul ati ons.
Proposed Effective Date

The provisions of these regul ati ons under section 6043
are proposed to be applicable for any acquisition of control
and change in capital structure occurring after the date on
whi ch these regul ations are published in the Federal Register
as final regulations. The provisions of these regul ations
under section 6045 are proposed to be applicable for any Form
1099- CAP received by a broker after the date on which these
regul ati ons are published in the Federal Register as final
regul ati ons.
Speci al Anal yses

It has been determ ned that this notice of proposed
rul emaking is not a significant regulatory action as defined
in Executive Order 12866. Therefore, a regulatory assessnent
is not required. It has also been determ ned that section
553(b) of the Adm nistrative Procedure Act (5 U.S.C. chapter
5) does not apply to these regul ations, and because the

regul ati ons do not inpose a collection of information on smal
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entities, the Regulatory Flexibility Act (5 U.S.C. chapter 6)
does not apply. Pursuant to section 7805(f) of the Internal
Revenue Code, this notice of proposed rulemaking wll be
submtted to the Chief Counsel for Advocacy of the Small
Busi ness Adm nistration for comment on its inpact on snall
busi nesses.
Comments and Public Hearing

Before these proposed regul ations are adopted as fi nal
regul ati ons, consideration will be given to any electronic or
written comments (a signed original and eight (8) copies) that
are submtted tinely to the IRS. The IRS and Treasury
Depart nment request comments on the clarity of the proposed
rules and how they can be nade easier to understand. Al
comments will be available for public inspection and copyi ng.
A public hearing has been scheduled for March 5, 2003,
beginning at 10 a.m in room 4718, Internal Revenue Buil ding,
1111 Constitution Avenue, NW, WAashi ngton, DC. Because of
access restrictions, visitors will not be adm tted beyond the
i mmedi ate entrance area nore than 30 m nutes before the
hearing starts. For information about having your nane pl aced
on the building access list to attend the hearing, see the FOR
FURTHER | NFORMATI ON CONTACT portion of this preanble.

The rules of 26 CFR 601.601(a)(3) apply to the hearing.
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Persons who wi sh to present oral comments nmust submt
el ectronic or witten comments by February 18, 2003, and an
outline of the topics to be discussed and the tinme to be
devoted to each topic (a signed original and eight (8) copies)
by February 12, 2003. A period of 10 mnutes will be allotted
to each person for making coments. An agenda show ng the
scheduling of the speakers will be prepared after the deadline
for review ng outlines has passed. Copies of the agenda wil
be avail able free of charge at the hearing.

Drafting Informtion

The principal author of this notice of proposed
rul emaki ng is Nancy L. Rose, Ofice of Associate Chief Counsel
(Procedure and Adm nistration).
List of Subjects in 26 CFR Part 1
| ncone taxes, Reporting and recordkeepi ng requirenents.
Proposed Anendnents to the Regul ations
Accordingly, 26 CFR part 1 is proposed to be anended as
foll ows:
PART 1-- | NCOME TAXES
Paragraph 1. The authority citation for part 1 continues

to read in part as follows:

Aut hority: 26 U.S.C. 7805* * *

Par. 2. Section 1.6043-4 is added to read as foll ows:
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81.6043-4 Information returns relating to certain acquisitions

of control and changes in capital structure.

[ The text of proposed 81.6043-4 is the sane as the text

of 81.6043-4T published el sewhere in this issue of the Federal
Regi st er]
Par. 3. Section 1.6045-3 is added to read as foll ows:

81. 6045-3 | nformation reporting for acquisitions of control

or _substantial changes in capital structure.

[ The text of proposed 81.6045-3 is the same as the text

of 81.6045-3T published el sewhere in this issue of the Federal

Regi st er]

/ s/ Robert E. Wenzel

Deputy Commi ssi oner of Internal Revenue



