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Environmental Cleanup Costs;
Private Letter Rulings

Notice 97-7

This notice provides a proposé rev-
ente procedue that when finalized, will

Reveng Servie on the tax treatmem of
environmenth cleanp coss unde
8§ 162 and 263 of the Internd Revenue
Cock in transactions tha span pag and
future taxabk years The® specid pro-
cedurs will be availabk to taxpayers
during a two-yea trial period beginning
on the dake tha the proposeé revenue
procedue is finalized.

The Servie welcome commens on
this proposé revenwe procedure In pa-
ticular, the Servie invites commensg on
whethe this proposé revenwe proce-
dure shoutl be extende to othe tax
issues beside the tax treatmen of envi-
ronmentd cleanyp costs Commens
shoutl be submittel by April 5, 1997
eithe to:

The Internd Reveng Service

P.O. Box 7604 Ben Franklin Station

Washington D.C. 20044

Attn: CC:CORPT:R (IT&A Branch

5), room 5228,
or electronicaly via the Servie internet
site at http://mww.irs.ustreas.gov/prod/
tax_regs/comments.html.

Rev. Proc. 97—**

SECTION 1. PURPOSE

This revene procedue provides spe-
cial procedurs for requestig written
guidane from the Internd Revene Sa-
vice on the tax treatmemn unde 88§ 162
ard 263 of the Internd Revene Coce of
environmenth cleany coss incurred in
transaction tha span severd years in-
cluding future yeas ard prior years
(whethe or not unde examination)
Thes specid procedurs are available
for letter ruling requess submittel during
the two-yea periad beginnirg on month,
day, year. The purpo® of this revenue
procedue is to facilitate the resolution of
issues involving the capitalization or de-
duction of environmenth cleany costs
for both prior and future yeas of a
single environmenthcleany transaction.

SECTION 2. BACKGROUND

.01 Section 162(9 allows adeduction
for all the ordinay and necessar ex-
penss paid or incurred during the tax-
able yea in carrying on ary trace or
business.

.02 Sectim 263 generaly prohibits
deductiors for capitd expendituresSec-
tion 263(a)(} provides tha no deduc-
tion is allowed for any amourn paid out
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property or estate. Under § 263(a)(2)return has been filed, and even if suclior an earlier period and that issue is
no deduction is allowed for any amountreturn is under examination or before arpending in litigation in a case involving
expended in restoring property or inappeals office. the taxpayer (or a related taxpayer
making good the exhaustion thereof for .02 Environmental cleanup cost&or within the meaning of § 267, or a
which an allowance is or has beerpurposes of this revenue procedure, emnember of an affiliated group of which
made. vironmental cleanup costs include, inthe taxpayer is also a member within the

.03 Rev. Proc. 97-1, 1997-1 I_R_B_general, ar;y C(_)tsts t_associated Wgh t_thmeaning of § 1504).

. ssessment, mitigation, or remediation

11 (Jan. 6, 1997), provides proceduregf environmental hazards, whether latenPECTION 4. REQUESTING A
under which the Service issues IetteE)r imminent, on the taxpayer's propertyLETTER RULING
rulings, determination letters, and infor- i

. or on the property of another. These

. ., Bnvironmental hazards include, but ar%rloéel)?épaay;;arllso t #é:ggkei(;ggﬁ;on
2.01 of Rev. Proc. 97-1 defines a “letter, ot |imijted to, soil contamination, water

ruling” as a written statement issued t0contamination, air pollution, leaking un_[equtestln? af letter ruling to? tr|1e tax
a taxpayer by the national office thatgerground storage tanks, asbestos, arg:{fa}[ men do envwgnn’;ﬁn a ;:_ear;lugl
interprets and applies the tax laws to thgead paint. . S1S m{:ly ? SO un ter |st_sec lon 4.

taxpayer’s specific set of facts. Ordi- .03 Factual nature of questionSec- 'unr&%rrifgpninogﬁgﬂyorr%g?gfe'oann )gaare;sls
narily, the national office issues lettertion 7.01 of Rev. Proc. 97-1 providesofﬁce Excent as provided b thisprr)ev-

rulings on income tax issues only onthat the national office ordinarily will enue. procezure g requestyunder this
prospective transactions or completedot issue letter rulings in certain areagq tion 4.01 muét meet the requirements
transactions if the letter ruling request idecause of the factual nature of theof Rev |5>roc 97-1 for a letter ruling

submitted before the return is filed forproblem. Although the question Ofrequesf in addition. if a taxpayer sub-
the year in which the transaction wasvhether amounts are deductible or Musfirs 3 etter ruling request covering a
completed. All references to Rev. Procbe capitalized is generally dependeng .- ion vear for which a return has
97-1 in this revenue procedure includélPon the taxpayer’s specific facts, onlyalready been filed, a copy of the letter

Rev. Proc. 97-1's successors. In rare ?r l#fnus‘éal (|:_ircumst_ances Willl theruling request must also be submitted to
04 Rev. Proc. 97-2, 1997-1 |.R.g.national office decline to issue a letter

. ruling under this revenue procedurethe district ofricc? having - jurisdiction
64 (Jan. 6, 1997), provides proceduregOlely because of the factual nature of V€' the taxpayer’s return.
under which the national office issue he question. .02 Taxpayers under examination or
technical advice to a district director or ' g4 Ajternative plans and hypotheti- before appeals officeA taxpayer re-
a chief, appeals office. Section 2 of Reveg)  situations. Section 7.02 of Rey, duesting a letter ruling on the tax treat-
Proc. 97-2 defines “technical advice” asproc. 97-1 provides that the nationa["e"t of environmental cleanup costs
advice or guidance in the form of aoffice ordinarily will not issue a letter "CUrred under a continuing transaction
memorandum furnished by the nationatyling on alternative plans of proposed”USt do S0 under this section 4.02 if
office upon the request of a districtiransactions or hypothetical situationsa"Y transaction year is under examina-
director or a chief, appeals office, sub-However, the national office will issue a N OF before an appeals office. Taxpay-

mitted in accordance with Rev. Proc.letter ruling under this revenue proce-’ars may request a ruling under this

97-2 in response to any technical odure on proposed parts of a continuingeg“o.tnt edver;hﬁ, a};cjth? t|n|1e the reques: 'is
procedural question that develops duringlan of environmental cleanup provide Iu mitted, the identical environmenta
a proceeding on the interpretation andhat the taxpayer provides all facts nect anup 1Ssue— . o
proper application of tax law, tax trea-essary for the Service to reach a deter-, (tl).IS being examined by a district
ties, regulations, revenue rulings, nomination. If the taxpayer’s plan changeglirector; . .
tices, or other precedents published bpefore the environmental cleanup trans- I(2)ﬁ|§ being considered by an ap-
the national office, to a specific set ofaction is completed, the taxpayer mapeas OTICe, , .
facts. All references to Rev. Proc. 97—geduest that the national office modify  (3) has been examined by the dis-
in this revenue procedure include ReyO' Supplement its letter ruling to addresdrict director or considered by an ap-
ProC. 97-2'S SUCCESSOTS. the changes to the plan. See section 8 ¢feals office and the statutory period of
this revenue procedure. limitations has not expired for assess-
SECTION 3. SCOPE .05 Excluded situations. Taxpayers ment or for filing a claim for refund or
may not request guidance under thigredit of tax; or

.01 In general.Except as provided in revenue procedure in the following situ- (4) has been examined by a district
section 3.05 below, this revenue proceations: director or considered by an appeals
dure applies to requests for guidance on (1) The entire environmental office and no settlement or closing
the deductibility (under § 162) or capi-cleanup transaction is completed, andgreement covering the issue or liability
talization (under § 263) of environmen-the time for filing returns, with exten- has been entered into by a district
tal cleanup costs incurred in continuingsions, for all years covering the transacedirector or by an appeals office.
transactions (e.g., occurring over priotion has passed. Except as provided in this revenue
and future taxable years). Taxpayers (2) The entire environmental procedure, a letter ruling request made
may request a letter ruling under thiscleanup transaction is a proposed trangnder this subsection must meet the
revenue procedure that will cover all taxaction, and the taxpayer may request general requirements of Rev. Proc. 97-2
years in which costs are incurred undeletter ruling under Rev. Proc. 97-1. for a taxpayer-initiated request for tech-
the transaction (“transaction years”), (3) The identical environmental nical advice. Once an environmental
even if they include years for which acleanup issue is in the taxpayer’s returrleanup issue is identified, all requests



for letter rulings should be made at thehe taxpayer’'s request or disagrees with letter ruling to a taxpayer under this
earliest possible stage in any proceedinghe taxpayer’s statement of facts andevenue procedure, the national office
The taxpayer must submit its requesissues, then the district or appeals officavill coordinate review of the proposed
(and the applicable user fee) for eaclwill notify the taxpayer in writing. For letter ruling with a representative of the
letter ruling under this section 4.02 tothese purposes, the Service will followenvironmental cleanup costs issue spe-
the district or appeals office havingthe procedures set forth in section 9.04ialization team.

jurisdiction over its return. The district of Rev. Proc. 97-2, except that the .04 Disclosure. The text of a letter
or appeals office will, in all cases,district or appeals office will, in all ruling issued under this revenue proce-
forward the original request, and anycases, forward the taxpayer’s requestiure is open to public inspection under
additional statements of the taxpayewith any additional statements, to the§ 6110. The Service will make appro-
and the district or appeals office, to thenational office as provided in sectionpriate deletions from the text before it is
national office using Form 4463 (Re-4.02 of this revenue procedure. made available for inspection. To help
quest for Technical Advice), with the (3) Withdrawing the ruling request. the Service make the deletions required
following statement typed or printed atThe district director or chief, appealsby § 6110, a request made under this
the top of the form: “REQUESTED office, may not withdraw a request for arevenue procedure must be accompanied

UNDER REV. PROC. 97—**." letter ruling submitted under sectionby the statement described in section
4.02 of this revenue procedure. How-8.01(9) of Rev. Proc. 97-1.

SECTION 5. PROCESSING THE ever, a taxpayer may withdraw such a

RULING REQUEST request at any time before the letteSECTION 6. EFFECT OF THE

ruling is signed by the national office, LETTER RULING
provided that the district director or the

or before appeals officeA letter ruling ; .
. ; hief, appeals office, consents to th
request submitted under section 4.01 0\?vithdrawal. If the district director or the?l

this revenue procedure generally will be | . . .

ief, appeals office, consents to thi
processed under the procedures set for ithdraV\[/)e[l)l the national office will send
in Rev. Proc. 97-1. Thus, the procedureﬁs views to the district director or the

for requesting additional information, . ' o .
conferences, withdrawal of requests, etcCh'ef’ appeals office. If the district di-

are the same as those provided in Rei%??:ror? ;et:tetghtﬁ; Eﬁﬁg?;vglﬁ'fﬁénd?ﬁezansaction represents a holding by the
Proc. 97-1. The original letter ruling ; ) ’ ervice on that transaction only. It will
will be issued to the taxpayer thatIetter ruling request will be processed %ot apply to any transaction not specifi-

requested it, and a copy of the lette request for technical advice under Rev.

cally addressed in the letter ruling.
ruling, whether favorable or adverse,PrOC' 97-2 and the scope of the techni- .02 Return previously filedThe con-
will be sent to the district director that

cal advice memorandum will be limited lusion in the letter ruling, whether

has jurisdiction over the taxpayer’s re-to years under examination. Pursuant t dverse or favorable to the taxpayer,

turn. E:Tﬁdi?]gng{ftlensotol];mﬁeti\clj. tsrggéti?;_ié '1n0'will generally be applied prospectively
.02 Taxpayers under examination Ofiareof the user fee generally will not° all future transaction years. In addi-
before appeals officeA letter ruling ' tion, if a letter ruling involves tax years

: ) e refunded if the taxpayer withdraws .
request submitted under section 4.02 qkfs request for a letter ruling under thisi®" Which a return has already been
this revenue procedure generally will b

ection filed, it will generally apply retroac-
processed under the procedures set fort (4)' Reply by national office.Re- tively to all open years unless the
in Rev. Proc. 97-2 for a taxpayer- '

. . . i i discretionary authority
. X “"plies to letter ruling requests |ssueqserv'ce exercises discr ;
initiated request for technical advice" g red under § 7805(b) to limit the retroactive
except as provided in this section.

under section 4.02 are made in twag .
parts. Each part identifies the taxpaye(?ﬁect of th? concluspn. )
(1) Contacting the taxpayerlsu- by name, address, taxpayer identification_ 03 US€ In examining the taxpayers
ally, within 21 calendar days after thenumber, and the years under examindStum: If @ taxpayer is under examina-
national office receives a taxpayer's lettion by the district director or under UON OF IS later selected for examination,
ter ruling request, a Service representaonsideration by an appeals office. Thd'¢ I€tter ruling will be used by the
tive will contact both the taxpayer (orfirst part is a transmittal memorandumtiStrict director in examining the taxpay-
the taxpayer’s authorized representativedddressed to the district or appeals ofs’ S "€turns for prior and future transac-
and the examining or appeals officer tdice. The second part is a letter ruling adion Years in the manner described in
discuss the substantive or procedurajefined in section 2.01 of Rev. Proc>ection 12.03 of Rev. Proc. 97-1.
issues in the letter ruling request and t®7-1 that covers the transaction years ‘04 Prior settlement or closing agree-
ask for any additional information nec-addressed in the taxpayer's request. THEENt: A letter ruling issued under this

essary in order to process the requeshational office will forward the transmit- '€Venue procedure will not affect any

(2) Coordination with district and tal memorandum and a copy of thel@xable year(s) that are the subject of a

appeals officeDuring the processing of letter ruling to the district director or the p”?r Ze;tltemeqth ?hr Ccljpstmgt da_lgretement
a taxpayer's letter ruling request, thechief, appeals office, having jurisdiction €€ 'rl' 0 ‘]ffv.' € district director or
national office will continuously coordi- over the taxpayer’s return. At the samd appeais ofiice.

nate the_evaluatlon of the request \_Nlthlme_, the natlon_al office will issue the SECTION 7. REVOCATION OR

the district or appeals office havingoriginal letter ruling to the taxpayer that

S o ; MODIFICATION

jurisdiction over the case. If the districtrequested it.

or appeals office either determines that .03 Coordination with industry spe- A letter ruling found to be in error or

the national office should not considercialization program.Prior to issuance of not in accord with the current views of

.01 Taxpayers not under examination
.01 General rule. A taxpayer ordi-

arily may rely on a letter ruling issued
by the Service pursuant to this revenue
%rocedure subject to the conditions and
limitations described in section 12 of
Rev. Proc. 97-1. A letter ruling issued
on a specific environmental cleanup



the Servie may be revokel or modified.
If a letter ruling unde this revenue
procedue is revokel or modified, the
revocation or modification applies to all
open yeas unde the statue of limita-
tions unles the Servie uses its discre-
tionaly authoriy unde § 7805(h to
limit the retroactiwe effect of the revoca-
tion or modification The criteria and
procedurs for revoking or modifying a
letter ruling issuel unde this revenue
procedue are the sane as thos pro-
vided in section 12 of Rev. Proc 97-1.
In addition the procedurs for request-
ing 8 7805(Y relief, ard the criteria for
grantirg it, are the sane as thos pro-
vided in sectim 1211 of Rev. Proc.
97-1.

SECTION 8. REQUESTING
SUPPLEMENTAL LETTER RULINGS

If the materid facts underlyig a
letter ruling issual unde this revenue
procedue chang after the letter ruling
is issued the taxpaye may reques that
the Servie modify or supplemen the
letter ruling. Howeve, the reques can-
not be made after the transaction as
revised is completed and the time for
filing returns with extensions for all
yeas coverirg the transactio has ex-
pired For example if the Servie issues
a ruling allowing the taxpaye to deduct
coss incurred unde one methal of land
remediation and the taxpaye later de-
cides to use adifferert methal of land
remediation the taxpaye may reques a
supplementaletter ruling addressig the
nev method Howeve, the taxpayer

may nat reques the supplementaletter
ruling after the land remediatio under
the new methal is completel and the
time for filing its returns with exten-
sions for all transactio yeas has
passed The reques mug comply with
the requiremerg of sectiors 4.01L or
4.2 of this revene procedure which-
eva applies.

SECTION 9. CHANGE IN
ACCOUNTING METHOD

Unde § 446(e) a taxpaye receiving
a letter ruling unde this revene proce-
dure may be requiral to se& the Com-
mission&’s consen to chang its
methal of accounting and § 481 may
be applicable In thee cases the na-
tiond office will inform the taxpaye of
the procedure for obtainirg this con-
sent.

SECTION 10. USER FEE
REQUIREMENTS

Excep as providad in sectiors 15.03
ard 15.04 of Rev. Proc 97-1 all re-
quess$ submittel unde this revenee pro-
cedue (including supplementa letter
ruling requess unde sectim 8 of this
revene procedurg mud be accompa-
nied by a use fee The appropria¢ user
fee is determind from the fee schedule
provided in Appendk A of Rev. Proc.
97-1.

SECTION 11. ADDRESS FOR
SUBMISSION

.01 Taxpayes not unde examination
or befae an appeat office. All requests

for letter rulings submittel unde section
4.01 of this revene procedue (includ-
ing the applicabké use fee) shoutl be
sent to the Associaé Chiegf Counsel
(Domestig at the sane addres provided
in section 8.03() of Rev. Proc 97-1.

.02 Taxpayes unde examinatio or
befae appeat office All requess for
letter rulings submittel unde section
4.02 of this revene procedue (includ-
ing the applicabk use fee) shoubl be
sern to the examinirg or appeas officer,
who mug forward the reques to the
nationa office using the sane address
provided in secti; 8.03 of Rev. Proc.
97-2.

SECTION 12. EFFECT ON OTHER
DOCUMENTS

Rev. Proc 97-1 is amplified Rev.
Proc 97-2 is amplified ard modified.

SECTION 13. EFFECTIVE DATE

This revene procedue is effective
for requess for letter rulings submitted
during the two-yea periad from month,
day, yea to month, day, year.

DRAFTING INFORMATION

The principd autha of this revenue
procedue is Merrill D. Feldsten of the
Office of Assistatt Chief Counsé (In-
come Tax & Accounting) For further
information regardimg this revene pro-
cedure conta¢ Ms. Feldsten on (202)
622-499 (not a toll-free call).




