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Return of Partnership | ncone

AGENCY: Internal Revenue Service (IRS), Treasury.

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

SUMMVARY: In the Rules and Regul ati ons section of the Federal
Regi ster, the IRSis issuing tenporary regul ations that authorize
t he Conm ssioner to provide exceptions to the requirenments of
section 6031(a) of the Internal Revenue Code for certain
partnershi ps by gui dance published in the Internal Revenue
Bulletin. The text of those tenporary regul ations al so serves
as the text of these proposed regul ations. The regul ations
generally affect both certain partnerships that invest in

t ax- exenpt obligations and partners in those partnerships.
DATES: Witten or el ectroni c comments nust be recei ved by February
9, 2004.

ADDRESSES: Send subm ssions to: CC:. PA:LPD: PR (REG 115472-03),
room 5203, Internal Revenue Service, POB 7604, Ben Franklin

St ation, Washi ngton, DC 20044. Submn ssions may be hand del i vered



Monday t hrough Friday between the hours of 8 a.m and 4 p.m to:
CC:. PA: LPD: PR (REG 115472-03), Courier's Desk, Internal Revenue
Service, 1111 Constitution Avenue, NW Washi ngton, DC.
Alternatively, taxpayers may submt comrents electronically via
the internet directly to the IRS Internet site at
WWW. i I's. gov/regs.
FOR FURTHER | NFORMATI ON CONTACT: Concerning the proposed
regul ati ons, David A. Shul man, (202) 622-3070 (not a toll-free
nunber); concerning the subm ssions of coments or the request
for a public hearing, Guy Traynor, (202) 622-3693 (not atoll-free
nunber) .
SUPPLEMENTARY | NFORMATI ON:
Backgr ound

Tenporary regul ati ons published el sewhere in this issue of
t he Federal Register amend the Incone Tax Regul ations (26 CFR
part 1) relating to section 6031(a). The tenporary regulations
aut hori ze the Comm ssioner to provide, in guidance published in
the Internal Revenue Bulletin, exceptions to the requirenents
of section 6031(a) if all or substantially all of the partnership’s
inconme is derived fromthe holding or disposition of tax-exenpt
obligations (as defined in section 1275(a)(3) and 81.1275-1(e))
or shares in aregul ated i nvest mnent conpany (as defined in section

851(a)) that pays exenpt-interest dividends (as definedin section



852(b)(5)). The text of those tenporary regul ati ons al so serves
as the text of these proposed regulations. The preanble to the
tenporary regul ati ons explains the tenporary regul ati ons.
Proposed Effective Date

These regul ati ons are proposed to apply November 5, 2003.

Speci al Anal yses
It has been determ ned that this notice of proposed rul emaki ng

is not a significant regulatory action as defined in Executive
Order 12866. Therefore, aregulatory assessnent i s not r equired.

It is hereby certified that these regulations will not have a
significant econom c inpact on a substantial nunber of small
entities. This certification is based upon the fact that
relatively few partnerships have income that is primarily from
t ax- exenpt obligations. Furthernore, the purpose of this
regulation is to decrease (rather than increase) the nunber of
entities required to file a partnership return. Therefore, a
Regul atory Flexibility Anal ysis under the Regul atory Flexibility
Act (5 U. S.C. chapter 6) is not required. Pursuant to section
7805(f) of the Internal Revenue Code, this notice of proposed
rul emaking will be subnmitted to the Chief Counsel for Advocacy
of the Small Business Admi nistration for coment on its inpact

on small busi ness.



Comrent s and Requests for Public Hearing

Before these proposed regul ations are adopted as fi nal
regul ati ons, considerationwll be givento any witten (a signed
original and 8 copies) or electronic conmments that are subm tted
timely to the IRS. The IRS and Treasury Departnent request
comments on the clarity of the proposed rules and how they can
be made easier to understand. All comments will be avail able
for public inspection and copying. A public hearing will be
scheduledif requestedinwitingby any personthat tinely submts
witten coments. |If a public hearing is schedul ed, notice of
the date, time, and place for the public hearing will be published
in the Federal Register.
Drafting Information

The princi pal author of theseregulationsi s David A. Shul man
of the Ofice of the Associate Chief Counsel (Passthroughs &
Speci al Industries), IRS. However, other personnel fromthe IRS
and Treasury Departnent participated in their devel opnent.
List of Subjects in 26 CFR Part 1

| ncome taxes, Reporting and recordkeeping requirenents.
Proposed Anmendnents to the Regul ations

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

PART 1--1 NCOVE TAXES



Paragraph 1. The authority citation for part 1 is anended
by revising the entry for "Section 1.6031(a)-1" to read in part
as follows:

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

Section 1.6031(a)-1 is also issued under section 404 of the Tax
Equity

and Fiscal Responsibility Act of 1982 (Pub. L. 97-248; 96 Stat.
324,

669) (TEFRA), and 26 U.S.C. 6031. * * *
Par. 2. Section 1.6031(a)-1 is anended as follows:
1. Paragraph (a)(3)(ii) is revised.
2. Paragraph (f) is revised.
The revisions read as foll ows:

81.6031(a)-1 Return of partnership incone.

(a)***

(3)***(i)***

(ii)[The text of the proposed anmendnent to 81.6031(a)-1
(a)(3)(ii) is the sane as the text of 81.6031(a)-1T (a)(3)(ii)
publ i shed el sewhere in this issue of the Federal Register].

* * % *x %

(f)***

(1)***

(2) [ The text of the proposed amendnent to 81.6031(a)-1(f)(2)
isthe sane as the text of §81.6031(a)-1T (f)(2) published el sewhere

5



in this issue of the Federal Register].

/s/ Mark E. Matthews

Deputy Conm ssi oner for Services and Enforcenent.



