
for the section 6677 penalty unless A also
amends his 1996 income tax return to reflect the
interest charge.

B. Interaction with Notice 96–65

As described in Notice 96–65,
1996–52 I.R.B. 28, the Act amended
section 7701(a)(30) and (31) to set forth
new criteria that must be met for a trust
to qualify as a domestic trust. Certain
domestic trusts will be treated as mak-
ing section 1491 transfers on January 1,
1997, as a result of becoming foreign
trusts under the new law. If a domestic
trust relies in good faith on Notice
96–65 to continue to file tax returns as a
domestic trust, but is unable to meet the
new domestic trust criteria by the end of
the two-year period set forth in the
notice, no U.S. person (transferor,
owner, or beneficiary) will be required
to treat the trust as a foreign trust and
thereby report transfers to or distribu-
tions from that trust on Form 3520
during the two-year period. Further, the
trust will not be required to file Form
3520-A for that two-year period. Finally,
no penalty will be imposed under sec-
tions 1494(c), 6039F, or 6677 for failure
to report transactions with the trust
during that period, or for the trust
failing to file Form 3520–A for that
period. However, if the trust has not
successfully met the new domestic trust
criteria by the expiration of the two-year
period, penalties under sections 1494(c),
6039F, or 6677 will be imposed unless
the relevant Forms 3520 and 3520–A
reporting all transactions during that
two-year period are filed within 90 days
after the expiration of the two-year
period.

C. Domestic Trusts with Foreign
Activities

Section 6048(d)(2) provides that, to
the extent provided in regulations, a
domestic trust may be treated as a
foreign trust for purposes of sections
6048 and 6677 if the trust has substan-
tial activities, or holds substantial prop-
erty, outside the United States. Treasury
and the Service are studying the appro-
priate scope of section 6048(d)(2). Until
further guidance is issued, domestic
trusts will not be treated as foreign
trusts pursuant to that section.

EFFECT ON OTHER GUIDANCE

Section II.B.4. of Notice 97–18,
1997–10 I.R.B. 35, which provides that
a U.S. person who makes a transfer to a
foreign trust may satisfy that person’s
reporting requirements under section
1494 solely by complying with the
reporting requirements of section
6048(a), is hereby modified.

PUBLIC COMMENT INVITED

Treasury and the Service invite com-
ments on the guidance provided by this
notice. Written comments should be sub-
mitted by August 1, 1997 to:

Internal Revenue Service
P.O. Box 7604
Ben Franklin Station
Attention: CC:CORP:T:R:

(Notice 97–34)
Room 5228
Washington, DC 20044

or, alternatively, via the internet at:
http://www.irs.ustreas.gov/prod/tax

regs/comments.html.
The comments submitted will be

available for public inspection and copy-
ing.

PAPERWORK REDUCTION ACT

The collections of information con-
tained in this notice have been reviewed
and approved by the Office of Manage-
ment and Budget for review in accor-
dance with the Paperwork Reduction
Act (44 U.S.C. 3507) under control
number 1545–1538.

An agency may not conduct or spon-
sor, and a person is not required to
respond to, a collection of information
unless the collection of information dis-
plays a valid control number.

The collections of information in this
notice are in the sections III, IV, V, and
VI. This information is required by the
IRS to assure compliance with the new
provisions of the Small Business Job
Protection Act of 1996. The likely re-
spondents are individuals, business or
other for-profit institutions, and not-for-
profit institutions.

The estimated total annual reporting
burden is 11,000 hours. The estimated
average annual burden per respondent
varies from .50 hours to 2 hours, de-

pending on individual circumstances,
with an estimated average of 1 hour and
3 minutes. The estimated number of
respondents is 10,500. The estimated
annual frequency of responses is annu-
ally.

Books or records relating to a collec-
tion of information must be retained as
long as their contents may become ma-
terial in the administration of any inter-
nal revenue law. Generally, tax returns
and tax return information are confiden-
tial, as required by 26 U.S.C. 6103.

DRAFTING INFORMATION

The principal author of this notice is
Leslie Cracraft, formerly of the Office
of Associate Chief Counsel (Interna-
tional). For further information regard-
ing sections 1491, 1494, 6039F, 6048
and 6677, contact Michael Kirsch on
(202) 622–3860. For further information
on section 679, contact Willard Yates on
(202) 622–3870. For further information
regarding sections 7701(a)(30) and (31),
contact James Quinn on (202) 622–
3060. For further information regarding
section 672(f), contact Grace Fleeman
on (202) 622–3850. These contact num-
bers are not toll-free calls.

Weighted Average Interest Rate
Update

Notice 97–35

Notice 88–73 provides guidelines for
determining the weighted average inter-
est rate and the resulting permissible
range of interest rates used to calculate
current liability for the purpose of the
full funding limitation of § 412(c)(7) of
the Internal Revenue Code as amended
by the Omnibus Budget Reconciliation
Act of 1987 and as further amended by
the Uruguay Round Agreements Act,
Pub. L. 103–465 (GATT).

The average yield on the 30-year
Treasury Constant Maturities for May
1997 is 6.94 percent.

The following rates were determined
for the plan years beginning in the
month shown on next page.
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Month Year
Weighted
Average

90% to 107%
Permissible

Range

90% to 110%
Permissible

Range

June 1997 6.87 6.18 to 7.35 6.18 to 7.56

Drafting Information

The principal author of this notice is
Donna Prestia of the Employee Plans

Division. For further information regard-
ing this notice, call (202) 622–6076
between 2:30 and 4:00 p.m. Eastern

time (not a toll-free number). Ms.
Prestia’s number is (202) 622–7377
(also not a toll-free number).
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