Contributions to Foreign 1491 transfers made during the taxableating the built-in gain under section

Partnerships Under Section year that includé August 20, 1996, to the 704(c).

6038B due date (including extensions) of the The value of other contributed property
transfero’s timely-filed income tax return must be aggregated by category on a
or information return for the first taxablestatement attached to Form 926 (with, in

Notice 98-17 year beginning on or after January leach case, a brief description of the prop-

This Notice provides simplified rules 1997 erty). The categories are: _
(pending the issuance of regulations) fog  gection 60388 as amended by th (1) Stock in trade of the transferor (in-
reporting the transfer of property by U.Sqg97 act entory); _
persons to foreign partnerships under sec-tne 199 Act amended section 60388 (2) Tangible property (other than stock
i . . in trade) used in a trade or business of the
tion 6038B of the Internal Revenue Codg, require that certain transfers by U.S
(the Code), as amended bye flaxpayer ; ; ._transferor;

. ' persons to foreign partnerships be subject .

Relief Act of 1997 (the 19BAct). The (5 reporting under section 6038F hese (3) Cash, stock, notes receivable and

Notice applies to transfers made eA@-  yransfers are contributions described iR2Y2PIS; and other securities; and,

gust 5, 1997 and before January 1, 1998ection 721 (“section 721 contributions”) (4) Other propeyt

Taxpayers may also apply the simplifieyng any other contributions described in Until further notice, taxpayers transfer-

rules of this Notice to transfers to foreighegulations. Under section 6038B(b)(1)"9 Property to partnerships will be re-

partnerships made aft@ugust 20, 1996 thjs reporting is required only if: 1) heduired to report under section 6038B only

and subject to the reporting requirementgansferor holds (immediately after the>6ction 721 contributionsAny guidance

of section 1494(c), so that the penaltiegansfer) directly or indirectly at least a 1F<€"¢'S'"NY the authority to require the re-

under that section shall not appl percent interest in the partnership, or 2}°"NY of other contributions will be
the fair market value of the propert rospective onl. Additionally, Section

transferred (alone, or aggregated with ce?—Gl(a) aIIows.certalnrganlzatlons that
would otherwise be treated as partne

SECTION 1. BACKGROUND

' - tain other section 721 contributionsy-e

A. Schon s 1491 1494. . eeds $100 000 S ships to elect not to be treated as partner-

Sg fore its rtepea_l, SE‘:[CUOH 149,[1 |mpfose8 o ships for purposes of subchapter K of the
a ptercﬁ’” Gi.xc'si 43‘1‘ f” afra‘,,”sber LECTION 2. SECTION 60388 Code. Until further notice, any transfer to
Br(;per y ( SG;;C '0? i rar:s erh)_ Y 8REPCRTING FOR TRANSFERS a foreign partnership with a valid section
-~ person 1293 °re:_9” phar nership (Uny ADE AFTER AUGUST 5,1997 AND  761(a) election in féect will not be re-
ess section appliedyhe excise tax BEFORE JANUARY 1, 1998 quired to be reported under section
was 35 percent of the excess of the fair 38B

market value of the property transferred Section 721 contributions to foreign6
over its adjusted basis plus any gain recogartnerships made aftéugust 5, 1997 SECTION 3. RELIEF FROM SECTION
nized to the transferor upon the tramsfe and before January 1, 1998 and requireth94 REP®TING

In 1996, section 1494(c) was enactedp be reported under section 6038B shall )
adding a penalty (even if no excise tawe reported by the filing of Form 926 with Section1144(d)(2) of the 19BAct pro-
was due) for failure to file a return reportPart | of the form completed and the invides that the section 1494(c) penalty will
ing a section 1491 transfer made efa- formation required in this Section 2 at0t apply to any transfers which would
gust 20, 1996. Sections 1491-1494 weiteched. Form 926 and its attachment@herwise be subject to the pegaif tax-
repealed by the 199Act, effective Au- must be filed with the transfers tax re- Payers comply with the reporting require-

gust 5, 1997. turn or information return for the taxablements of amended section 6038B or such
_ year that includes the date of transfesimplified reporting requirements as the
B. Notices 97-18 and 97-42 The notation “Filed under Notice 98—17"Secretary may prescribe. In order to

Notice 97-18, 1997-10 L.R.B. 3%-i should be marked at the top of the form. avoid any section 1494(c) penalty which
sued after enactment of section 1494(c) A U.S. person that contributes to a forotherwise would apply in respect of trans-
and before its repeal, excluded certaigign partnership appreciated propertfers to foreign partnerships, taxpayers
section 1491 transfers from the reportingubject to the allocation rules of sectiomeed only comply with the simplified re-
requirement and provided that no penalty04(c) (property with built-in gain), or porting requirements provided in Section
would be imposed under section 1494(ciny intangible propeyt in a transfer sub- 2, above. Furthermore, section 721 con-
with respect to a section 1491 transfer if fect to section 6038B, must separatelfributions need only be reported by tax-
Form 926 reporting such transfer wasdentify the property (except to the extenpayers described in section 6038B(b)(1).
filed by the date specified in that notice. that the property is permitted to be aggre- A transfer to a foreign partnership may

Notice 97-42, 1997-29 I.R.B. 12, als@ated in making allocations under sectiononsist solely of property which would
issued after enactment of section 1494(@)04(c)) A U.S. person that contributesnot be required to be reported under sec-
and before its repeal, extended the duauilt-in gain property must also indicatetion 6038B and this Notice, but which is
date for filing Form 926 to report sectionthe foreign partnership method of allo- required to be reported under section

March 16, 1998 6 1998-11 I.R.B.



1494 and Notice 97—18Taxpayers need transferred to foreign partnerships is co
not report such transfers to avoid plenarectly taxed to U.S. transferorsThe in-
ties under section 1494(c). Howeven formation will be used for the purpose de
such cases, at their option, taxpayers magribed in the preceding sentence. Tt
file a Form 926 with the notation “Filed collections of information are required tc
under Notice 98—17—no reportable transsbtain a benefit The likely respondents
fers” at the top of the form. are businesses or otherfurofit institu-
This Notice does notfect any obliga- tions, individuals, and not-feprofit insti-
tion under section 1494 to report transfersutions.
to foreign entities other than foreign part- The estimated total annual reportin
nerships Also, if a transfer to a foreign and/or recordkeeping burden is 25
partnership was subject to the excise taxours.
under section 1491, the tax must still be The estimated annual burden per r
paid and the transfer reported on Forrapondent/recordkeeper varies from 0.2
926. If the excise tax does not otherwishours to 1.0 hours, with an average bu
apply by reason of section 1492, the taxden of 0.5 houts The estimated number
payer must still comply with all applica-or respondents and/or recordkeepers
ble requirements of that section. Figall 500.
a U.S. person that is required to report The estimated frequency of response
under section 1494 and does not compljused for reporting requirements only) i
with the reporting requirements of thisonce per yea
Notice remains subject to penalties under Books or records relating to a collec
section 1494(c). tion of information must be retained a:
long as their contents may become mate
ial in the administration of any interna
revenue lav. Generally tax returns anc

made afte August 5, 1997 and beforet@X return information are confidential, a
January 1, 1998The Form 926 reporting "€duired by 26 U.S.C. 6103.

such transters m.ust t.)e f|led with th%RAFTlNG INFORMATION

transferao’s timely-filed (including exten-

sions) income tax return or information The principal author of this notice is
return for the period in which the transfer&kobert Lorence of the ffice of Associate
occu. Transferors choosing to reportChief Counsel (International). For furthe
under these rules in respect of transfeisformation regarding this notice, contac
subject to section 1494(c), must file avir. Lorence at (202) 622-3860 (not a toll
Form 926 including the informatiore+ free call).
quired by this Notice with their return for

the first taxable year beginning on or after
January 1, 1997 (the reporting deadline

under Notice 97-42).

SECTION 4. EFFECTIVE BTES

This Notice is &ective for transfers

SECTION 5. PAPERWORK
REDUCTION ACT

The collections of information con-
tained in this Notice have been reviewed
and approved by theféice of Manage-
ment and Budget in accordance with the
Paperwork ReductimAct (44 U.S.C.
3507) under control number 1545-1586.

An agency may not conduct or sponso
and a person is not required to respond to,
a collection of information unless the col-
lection of information displays a valid
control numbe

The collections of information con-
tained in this Notice are in Sections 2 and
3. The information is required to deter-
mine if gain and income from property



