
allowable, whichever is greater, for the
property as of the end of the taxable
year immediately preceding the year of
change.

SECTION 4. EFFECT OF ELECTION

.01 In general. If a taxpayer makes a
general asset account election under this
revenue procedure, the taxpayer con-
sents to, and agrees to apply, all of the
provisions of § 1.168(i)–1 to the prop-
erty subject to the election, beginning
with the year of change. Thus, pursuant
to § 1.168(i)–1(k)(1), the election gen-
erally is irrevocable and will be binding
on the taxpayer for computing taxable
income for the year of change and for
all subsequent taxable years. The elec-
tion has no effect on the depreciation
method, recovery period, and convention
of the property.

.02 Establishment of general asset
accounts. Any property subject to a
general asset account election under this
revenue procedure must be grouped into
one or more general asset accounts in
accordance with the rules in § 1.168(i)–
1(c) and separate from any account
formed in any taxable year prior to the
year of change. In addition, each general
asset account must include a beginning
balance for both the unadjusted depre-
ciable basis and the depreciation reserve
of the general asset account. The begin-
ning balance for the unadjusted depre-
ciable basis of the general asset account
is equal to the sum of the unadjusted
depreciable bases as of the beginning of
the year of change for all property
included in the general asset account.
The beginning balance of the deprecia-
tion reserve of the general asset account
is equal to the sum of the depreciation
allowed or allowable, whichever is
greater, as of the end of the taxable year
immediately preceding the year of
change for all property included in the
general asset account.

SECTION 5. CHANGE IN METHOD
OF ACCOUNTING

.01 Consent.A general asset account
election for any item of property that is
made pursuant to this revenue procedure
is a change in method of accounting.
Under § 1.446–1(e)(2)(i), the consent of
the Commissioner is hereby granted to
make this method change by any tax-

payer for any item of property for which
a general asset account election is made
pursuant to this revenue procedure. This
consent is granted for the taxpayer’s
year of change. The consent is condi-
tioned, however, on the taxpayer’s com-
plying with this revenue procedure. If
the taxpayer does not comply with this
revenue procedure, the taxpayer will be
deemed to have initiated a change in
method of accounting without obtaining
the consent of the Commissioner re-
quired under § 446(e).

.02 No § 481(a) adjustment.Because
the adjusted basis of the property is not
changed by the general asset account
election, the method change is made on
a cut-off basis and, thus, no adjustment
under § 481(a) is required or permitted.

.03 Manner of making method
change.

(1) Complete and file a current
Form 3115. The general asset account
election under this revenue procedure is
made on the taxpayer’s timely filed
original federal income tax return (in-
cluding extensions) for the year of
change or on an amended return for the
year of change filed no later than De-
cember 20, 1997. The election is made
by attaching a completed, current Form
3115 to the taxpayer’s original or
amended return for the year of change.
The requirement to file a Form 3115
during the taxable year in which the
taxpayer desires to make the proposed
change is waived in accordance with
§ 1.446–1(e)(3)(ii).

(2) No user fee.No user fee is
required for a Form 3115 filed under
this revenue procedure. Any user fee
that is submitted with any Form 3115
requesting permission to make a general
asset account election under this revenue
procedure will be returned to the tax-
payer.

.04 No protection from examination
changes.A general asset account elec-
tion under this revenue procedure does
not change the taxpayer’s present
method of computing depreciation al-
lowances for the property subject to the
election and, consequently, examination
protection is not provided. Therefore,
for any taxable year before the year of
change, a taxpayer that receives consent
to make a general asset account election
under this revenue procedure does not
thereby obtain protection from examina-
tion changes for the property included in
the general asset account.

SECTION 6. EFFECTIVE DATE

An election may be made pursuant to
this revenue procedure for a taxpayer’s
taxable year ending in 1996 or 1997.

SECTION 7. EFFECT ON OTHER
DOCUMENTS

Rev. Proc. 97–27, 1997–21 I.R.B. 10,
is modified.

DRAFTING INFORMATION

The principal author of this revenue
procedure is Kathleen Reed of the Of-
fice of Assistant Chief Counsel
(Passthroughs and Special Industries).
For further information regarding this
revenue procedure, contact Mark Pitzer
at (202) 622–3110 (not a toll-free call).

Issuance of Taxpayer Assistance
Orders (TAOs)

Delegation Order 232 (Rev. 3)

Effective: April 16, 1997.
Authority: To issue Taxpayer Assis-

tance Orders (TAOs), other than TAOs
involving a principal residence, under
IRC § 7811, as amended by § 102 of
Public Law 104–168 (Taxpayer Bill of
Rights 2).

Delegated to:Assistant Commissioner
(International); Regional Commission-
ers; District Directors and Assistant Di-
rectors; Service Center Directors and
Assistant Directors; Regional, Service
Center, District, and International Tax-
payer Advocates.

Redelegation:This authority may be
redelegated to an Associate Taxpayer
Advocate.

Authority: To issue Taxpayer Assis-
tance Orders (TAOs), under IRC
§ 7811, to release a principal residence
of a taxpayer levied upon or to cease
any action regarding a principal resi-
dence.

Delegated to:Regional Commission-
ers, Assistant Commissioner (Interna-
tional), and the Regional and Interna-
tional Taxpayer Advocates.

Redelegation:This authority may not
be redelegated.

The authority to modify or rescind a
TAO is limited by IRC § 7811(c), as
amended by § 102(b) of Public Law
104–168, to only the Commissioner,
Deputy Commissioner, and Taxpayer
Advocate.

1997–



Source of Authority:Treasury Order
150–10.

This order supersedes Del. Order 232
(Rev. 2).

Dated April 16, 1997.
Lee R. Monks

Taxpayer Advocate.

Information Reporting on
Transactions With Foreign Trusts
and on Large Foreign Gifts

Notice 97–34

This notice provides guidance regard-
ing the new foreign trust and foreign
gift reporting provisions contained in the
Small Business Job Protection Act of
1996 (the ‘‘Act’’). The Act expands
information reporting requirements un-
der section 6048 of the Internal Revenue
Code (the ‘‘Code’’) for U.S. persons
who make transfers to foreign trusts and
for U.S. owners of foreign trusts. In
addition, the Act adds new reporting
requirements for U.S. beneficiaries of
foreign trusts, extensively revises the
civil penalties for failure to file informa-
tion with respect to foreign trusts, and
adds civil penalties for failure to report
certain transfers to foreign entities. See
sections 6048(c), 6677, and 1494(c).
The Act also adds section 6039F to the
Code, creating reporting requirements
for U.S. persons who receive large gifts
from foreign persons.

Notice 96–60, 1996–49 I.R.B. 7, pro-
vided that taxpayers would not be re-
quired to file information statements
under section 6048(a) or be subject to
associated penalties under section 6677
until further guidance was issued. Sec-
tion VIII of this notice sets forth this
further guidance.

This notice has eight sections. Section
I explains the expected revisions to
Forms 3520 and 3520–A. Section II
provides certain definitions of terms
used in this notice. Section III provides
guidance on reporting of transfers to
foreign trusts. Section IV explains the
reporting responsibilities of U.S. owners
of foreign trusts, including the informa-
tion returns to be filed by these foreign

trusts and the procedures for foreign
trusts to appoint U.S. agents. Section V
provides guidance regarding the new
reporting requirements for U.S. benefi-
ciaries of foreign trusts. Section VI
explains the new reporting rules for U.S.
persons who receive large gifts from
foreign persons. Section VII provides
guidance on the new penalties for fail-
ure to comply with these reporting re-
quirements. Finally, Section VIII pro-
vides special transition rules.

Treasury and the Service expect to
issue regulations incorporating the guid-
ance set forth in this notice. Until such
regulations are issued, taxpayers must
comply with the guidance set forth in
this notice.

Section I. Revisions to Forms 3520
and 3520–A

Prior to the Act, a U.S. person who
transferred property to a foreign trust
was required to report the transfer on
Form 3520, ‘‘Creation of or Transfers to
Certain Foreign Trusts,’’ within 90 days
of the transfer. In addition, U.S. owners
of foreign trusts were required to file
annually Form 3520–A, ‘‘Annual Return
of Foreign Trust with U.S. Beneficia-
ries.’’ No reporting was required of U.S.
beneficiaries of foreign trusts or of U.S.
persons who received gifts from foreign
persons.

In order to facilitate taxpayer compli-
ance and reduce duplicative reporting
requirements, the Service is developing
a revised Form 3520 (‘‘Annual Return
to Report Transactions With Foreign
Trusts and Receipt of Certain Foreign
Gifts’’) that generally will allow U.S.
persons to use a single form to comply
with all of the new reporting require-
ments of the Act pertaining to transac-
tions with foreign trusts and the receipt
of foreign gifts. In addition, Form
3520–A will be revised so that foreign
trusts will be able to use that form to
meet the new information reporting re-
quirements of section 6048(b). U.S.
owners of foreign trusts will no longer
be required to file Form 3520–A.

Section II. Definitions

For purposes of this notice, the terms
‘‘grantor,’’ ‘‘beneficiary,’’ and ‘‘obliga-
tion’’ are defined as follows.

A ‘‘grantor’’ includes any person who
creates a trust as well as any person
who directly or indirectly makes a gra-
tuitous transfer of money or other prop-
erty to a trust. A grantor includes a
person who acquires an interest in a

trust in a nongratuitous transfer from a
person who is a grantor of the trust. A
grantor also includes an investor who
acquires an interest in a fixed invest-
ment trust from a grantor of the trust. If
one person creates or funds any portion
of a trust primarily as an accommoda-
tion for another person, the other person
will be treated as the grantor with
respect to such portion of the trust.
Gratuitous transfers are described below
in Section III.

A ‘‘beneficiary’’ includes any person
that could possibly benefit (directly or
indirectly) from the trust at any time
(including any person who could benefit
if the trust were amended), whether or
not the person is named in the trust
instrument as a beneficiary and whether
or not the person can receive a distribu-
tion from the trust in the current year.
Sections 679(c), 643(a)(7).See also
H.R. Rep. No. 658, 94th Cong., 1st
Sess. 210 (1975), 1976–3 (vol. 2) C.B.
902. However, for purposes of sections
643(i), 679(a)(3)(C) and 1494, a person
will not be considered a beneficiary if,
based on all relevant facts and circum-
stances, it could not be reasonably an-
ticipated that the person could possibly
benefit from the trust. For example, for
this purpose a publicly-traded corpora-
tion would generally not be treated as a
beneficiary of a family’s trust even if
the trustee is given complete discretion
to distribute trust income to anyone.
However, friends and business associ-
ates of the family would be considered
beneficiaries of such a trust because it
could be reasonably anticipated that the
trust could possibly benefit such per-
sons.

An ‘‘obligation’’ includes any bond,
note, debenture, certificate, bill receiv-
able, account receivable, note receivable,
open account, or other evidence of in-
debtedness, and, to the extent not previ-
ously described, any annuity contract.

Section III. Transfers to Foreign
Trusts

This section of the notice provides
guidance for the reporting of transfers to
foreign trusts. As more fully described
below, gratuitous transfers are reportable
under section 6048(a). For this purpose,
a gratuitous transfer is any transfer other
than: (a) a transfer for fair market value,
or (b) a corporate or partnership distri-
bution. In addition, as more fully de-
scribed below, nongratuitous transfers
(all transfers other than gratuitous trans-
fers) to a foreign trust are reportable

1 There are currently two provisions of the Internal
Revenue Code designated as section 6039F. The
second provision was added by the Health Insur-
ance Portability and Accountability Act of 1996
(HIPAA). Treasury intends to seek a technical
correction to HIPAA to redesignate section 6039F
as added by HIPAA as section 6039G. All subse-
quent references to section 6039F in this Notice
relate to section 6039F as contained in the Small
Business Job Protection Act of 1996.
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