(Filed by the Office of the Federal Register on A public hearing has been scheduled tforeign partnerships which are controlled
Ziﬁfg}btﬁre%eﬁfgl’ g:‘g‘r’isi‘é?‘f'&aggp‘:é‘mf:reg nglge held in room 2615, Internal Revenuéy United States persons and verify
63 F.R. 48148) " "Building, 1111 Constitution Avenue NW, amounts reported by the partners. The
Washington, DC. collection of information is mandatory.

The likely respondents will be individuals
FOR FURTHER INFORMATION CON- and businesses or other for-profit organi-
TACT: Concerning the proposed regulazations.
tions, Victoria Scotto Balacek, 202-622- The burden of complying with the pro-
Information Reporting With 3860; concerning submissions angosed collection of information required
Respect to Certain Foreign requests for a hearing, Michael Slaughtefo be reported on Form 8865 is reflected
Partnerships 202-622-7190 (not toll-free numbers).  in the burden for Form 8865.
The burden of complying with the pro-
REG-118966-97 SUPPLEMENTARY INFORMATION: posed collection of information in
81.6038-3(c)(3) is as follows:
Estimated total annual reporting bur-
The collection of information con- den: 250 hours.
k_tained in this notice of proposed rulemak- Estimated annual burden per respon-
ing has been submitted to the Office oflent: .25 hours to 1 hour, with an average
Management and Budget for review in acef .5 hours.
SUMMARY: This document contains cordance with the Paperwork Reduction Estimated number of respondents:
proposed regulations under section 6038Ct of 1995 (44 U.S.C. 3507(d)). Com-500.
of the Internal Revenue Code providing"€nts on the collection of information Estimated frequency of responses: An-
information reporting requirements forshould be sent to theffice of Manage- nually.
certain United States persons holding ifent and Budget,Attention: Desk Offi-  An agency may not conduct or sponsor,
terests in controlled foreign partnershipscer for the Department of the Treasuryand a person is not reqt_ured to responq to,
The proposed regulations reflect Changégffice of Information and Regulatory Af- a coIIectloq of information unles§ it dis-
to the law made by the Taxpayer Reliefdirs, Washington, DC 20503, withplays a valid control number assigned by
Act of 1997. These proposed regulation%oPies to thdnternal Revenue Service, the Office of Management. and Budget
would provide guidance to United stateé\ttention: IRS Repgrts Clearance Oﬁicer_ Book_s or recqrds relating to a collec-
persons who must file such a return. Thi9P:FS:FP, Washmgtoq, DC .20224t|on of |nf0.rmat|on must be retained as
document also provides notice of a pub|igomments on the .coIIectlon of mformaJ_ong as their cc_)n_tents_may become mater-
hearing on these proposed regulations. tion must be received by November 9ial in the administration of any internal
1998. Comments are specifically rerevenue law. Generally, tax returns and
DATES: Written comments must be reguested on: tax return information are confidential, as
ceived by November 9, 1998. Outlines of Whether the proposed collection of intequired by 26 U.S.C. 6103.
topics to be discussed at the public heaformation is necessary for the proper per-
ing scheduled for November 10, 1998, dormance of the functions of the IRS, inackground
10 a.m., must be received by October 2@]uding whether the information will haveTaxpayer Relief Act of 1997
1998. practical utility;
The accuracy of the estimated burden In the Taxpayer Relief Act of 1997
ADDRESSES: Send submissions toassociated with the proposed collection fTRA 1997), Public Law 105-34 (111
CC:DOM:CORP:R (REG-118966—97),information (see below); Stat. 983 (1997)), Congress significantly
room 5226, Internal Revenue Service, How the quality, utility, and clarity of modified the information reporting re-
POB 7604, Ben Franklin Station, Washihe information to be collected may be enquirements with respect to foreign part-
ington, DC 20044. In the alternative, subhanced; nerships under sections 6038, 6038B and
missions may be hand delivered between How the burden of complying with the6046A (and also amended section
the hours of 8 a.m. and 5 p.m. toproposed collection of information may6501(c)(8) to provide that the statute of
CC:DOM:CORP:R (REG-118966-97),be minimized, including through the apdimitations on the assessment of tax under
Courier’s Desk, Internal Revenue Serplication of automated collection tech-sections 6038, 6038B and 6046A does not
vice, 1111 Constitution Avenue NW,niques or other forms of information tech-expire until three years after the informa-
Washington, DC. Alternatively, taxpayersology; and tion required under those sections is re-
may submit comments electronically via Estimates of the capital or start-upported). These regulations under section
the Internet by selecting the “Tax Regstosts of operation, maintenance, and pu6038 are being proposed along with regu-
option on the IRS Home Page, or by sulehase of services to provide information. lations under sections 6038B (reporting of
mitting comments directly to the IRS In- The collection of information in thesecertain transfers to foreign partnerships)
ternet site at http://www.irs.ustreasregulations is in 81.6038-3. This infor-and 6046A (reporting of certain owner-
gov/prod/tax_regs/comments.html. mation is required by the IRS to identifyship interests in foreign partnerships).
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The IRS is also developing a compreherewnership of more than a 50-percent ineontrolling partner. The proposed regula-
sive form (Form 8865) for reportingterest in the partnership. The constructivéons define a 10-percent interest in a part-
under all of these provisions. A draft verownership rules of section 267(c) (othenership as an interest equal to 10 percent
sion of the form will be issued for publicthan paragraph (3)) are applied to deteof the capital or profits interest, and an in-
comment while the proposed regulationmine ownership interests (taking into acterest to which 10 percent of the deduc-
are outstanding. count that such rules refer to corporationgons or losses are allocated.
) and not to partnerships). Because no one United States person
Section 6038 A50-percent interest in a partnership isontrols the partnership, Form 8865 will
Prior to TRA 1997, reporting in respectdeﬁ”ed as an ﬁnterest equal to 50 percerﬂqgire less information t.o be reported than
of foreign partnerships was governed b9f the capital interest, 50 percent of thé& will for controlling United States part-
section 6031 of the Internal Revenué’roms interest, or, exercising the regulaners, and will be more similar to the infor-
Code (Code). Regulations had been pr(ggry authority under section 6038(e)+mation contained in Schedule K-1 to Form
posed, but never finalized, that would3)(AX(ii), an interest to which 50 percentl065. If there is a controlling partner (and,
have required reporting by foreign part—Of thg deductions or losses are aIIocatethus,. any othfer 10-percent partners are not
nerships where United States persorRef'”'n_g control by referen(;e to Iosses.orequwed to file), 'Fhe controlllng .partner
were allocated 25 percent or more of cedeductions, as well as capital and profitsnust, generally, file the information that
tain items. Section 1141 of TRA 1997,is appropriate, because a partner with would otherwise have been required from
amended section 6031 to provide that greate;]than ?O-plercfent alloi:ati(;fn of thessmuch 10-percent partners.
i i ; - jtems has a level of control sufficient to
Zyr:ilgglpraertttr:?rr]sg;pgsa rrt?mqelfrlgi?ptoinf!i rig’ rovide a significant amount of informa-EXceptions to Filing Requirements
(Form 1065) only if the partnership hadion about the partnership. Furthermore, the proposed regulations provide that
gross income from sources within thd" the case of such allocations, certain insg(ain United States persons that are in-
United States, or gross income that is eformation is required to ensure that thejirect partners need not file under section
fectively connected with the conduct of dules of Code provisions such as sectiogyzg sg |ong as the United States person
U.S. trade or business. Section 1142 d{04(b) (determination of distributive f4m \whom ownership is attributed does
TRA 1997, amended section 6038 to re3hare) are being followed. file the information, and the indirect part-
quire information reporting by certain_ 10 relieve taxpayers of unnecessary filhq; fijes a statement with its income tax
United States persons with direct or indil"d Purdens, the regulations provide eXze(rm identifying the United States per-
rect interests in controlled foreign partS€Ptions from the general rule that a congy, that will meet the filing requirements.
nerships. Thus, these changes moved tH8!liNg partner must provide information  the reporting requirements of this sec-
statutory authority to require annual re!© the IRS on Form 8865. If more thanon ghall not apply in respect of any for-
porting on a foreign partnership becaus@n€ United States person is required t0 g partnership which is an eligible part-
of the ownership interests of UnitedPOrt as a controlling partner, then ongership described in §1.761-2(a) that has
States persons from section 6031 to seguch controlling partner may file the rey )igly elected pursuant to §1.761—
tion 6038, and moved the reporting obligduired information in lieu of all such part-)(2)(i) to be wholly excluded from the
ation in respect of foreign partnership&€rs having to file separately. However, gppjication of subchapter K. Nor shall
from the partnership to the partner level. controlling partner with respect only toine reporting requirements of these pro-
' N Iossgs or dedgctlons may only satlsfy.th|ﬁosed regulations apply to any foreign
Explanation of Provisions requirement if there are no Contm”'ngpartnership validly deemed to have
artners with respect to capital or profithhoHy elected out of the provisions of
he controlling partners not required tosubchapter K as specified in §1.761—

, , .~ “file, must file the statement required by, )(2)(ii). Taxpavers are reminded
trolled foreign partnerships to provide Ny regulations with their tax retum i”di'h(()veév;(r, )that ) Sre)éondition to being an

format|.on with respect to the interests 38ating that the filing requirement will be“electing—out” partnership is that, as pro-
prescribed bY the .Secretary. The PrOmet by another person and identifying;ijed in §1 761-2(a)(1), “[tlhe rﬁembers
posed regulations implement the statutg person. of such org:;\nization must be able to com-
by requiring taxpayers to furnish the IRS pyrsyant to section 6038(a)(5), the prosyte their income without the necessity of
with annual information. posed regulations provide that eaCchmputing partnership taxable income.”

Reporting Requirements United States person that owns at leastée |RS and Treasury are concerned that

10-percent interest in a foreign partnery certain cases the necessary books and
The proposed regulations implemenship that is controlled by United State$ecords are not being maintained to allow

the rules of section 6038 by requiring gersons holding at least 10-percent inteferification that such computations can
United States person that controls a forests must file an annual information rejngeed be made without regard to the
eign partnership to file an annual informaturn with respect to the partnership. Ihartnership. If it appears that, in the ab-
tion return with respect to the foreignaccordance with the statute, howevegence of a reporting requirement under
partnership (Form 8865). Pursuant tsuch 10-percent partners will not be repis section, the members of the “electing-
section 6038(e)(3), the proposed regulatuired to report such information whereyyt” partnership cannot make such sepa-
tions define control as direct or indirecthere is a United States person that is@te computations, this exception to the

Section 6038 requires certain Unite
States persons that own interests in cog
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reporting requirements will be reconsid-Special Analyses signed original and eight (8) copies) by

ered. . i . October 20, 1998.
It has been determined that this notice A period of 10 minutes will be allotted
Information Required of proposed rulemaking is not a signifi4,, aach person making comments.

) cant regulatory action as defined in EO an agenda showing the scheduling of
The proposed regulations require cer;oggs. Therefore, a regulatory assesgre spegakers will begprepared aftergthe

tain United States persons to provide inment js not required. It has also been dereadline for receiving outlines has
for-matlon relating to the foreign partnertermined that section 553(b) of the Ad'passed. Copies of the agenda will be
ship on Form 8865 (or successor forMiministrative Procedure Act (5 U.S.C.ayailable free of charge at the hearing

The form will require controlling partners chapter 5) does not apply to these pro- .
of foreign partnerships to report informayposed regulations. It is hereby certifiedrafting Information

tion concerning the income and assets @hat the collection of information con- . _ _
the partnership, certain transactions Witkhined in these proposed regulations will 1h€ Principal author of this regulation

the partnership, the names of the partnefgt have a significant economic impact off Victoria Scotto Balacek, Office of the
in the partnership, and other specified ina substantial number of small entities”*SSociate Chief Counsel (International).
formation. The form will require a part-This certification is based on the fact thaOWeVver, other personnel from the IRS
ner holding at least a 10-percent intereshe amount of time required to Comp|eté1nd Treasury Department participated in
in a controlled foreign partnership (wherehe form and file the information required!tS development.

there is no United States person that isgnder these regulations is brief and will c % % % %

controlling partner) to report informationnot have a significant impact on those

with respect only to its own interest in thesmall entities that are required to provid®roposed Amendments to the Regulations

partnership. notification. Furthermore, the number of , .
i . small entities that will be required to file Accordingly, 26 CFR part 1 is pro-
Time and Place for Filing the form is not significant. Accordingly aPosed to be amended as follows:

The proposed regulations require ForriRégulatory Flexibility Analysis under the parT 1__INCOME TAXES

8865 to be filed with the United StatedR€gulatory Flexibility Act (5 U.S.C. S
person’s income tax return (including £Napter 6) is not required. Pursuant to Paragraph 1. The authority citation for

partnership return of income) for the taxS€ction 7805(f) of the Internal Revenugart 1 is amended by adding an entry in

able year in which the partnership’s ancode, these regulations will be submittedumerical order to read as follows:
nual accounting period ends. If require&o the Chief Counsel for Advocacy of the Authority: 26 U.S.C. 7805 * * *

by the instructions to Form 8865, a dup“_SmaII Business Administration for com- Section 1.6038-3 is also issued under

cate Form 8865 must also be filed ment on their impact on small business. 26 U.S.C. 6038.* * *
' Par. 2. Section 1.6038-3 is added to

Comments and Public Hearing read as follows:

Failure to Provide Information

As described in section 6038(b), the Before these proposed regulations arg) g03g 3 Information returns required

proposed regulations provide that a fail2doPted as final regulations, considergs njteq States persons with respect to

ure to comply with the reporting require-t'on will be give to any written Comme”tsforeign partnerships.

ments of section 6038 will result in a(preferably a signed original and eight (8)
penalty of $10,000 for each annual aCgopies) that are submitted timely to the (a) Persons required to make return
counting perio,d Additional penaltiesInternal Revenue Service. All commentgl) Controlling partners. Every United

apply for failure to comply after notifica- v_viII be made _available for public inspec—Stateg person t_hat controls a.foreign part-
tion by the IRS, up to a total of $50 00C}|on and copying. nership must file an annual |r_1format|on
for each annual, accounting period Also A public hearing has been scheduledeturn on Form 886_5 “Information Returr]
as provided in section 6038(c) tr;e profor Tuesday, November 10, 1998, at 10f U.S. Persons With Respect To Certain
) - '~ " Ta.m., in room 2615, Internal Revenud-oreign Partnerships” containing so much
posed regulaﬂops add|t|or_1ally provide aBuilding, 1111 Constitution Avenue, NW, of the information described in paragraph
pen,alty Of. reducing thg United States IOeIWashington, DC. Because of access ré¢f) of this section, and such other informa-
son's fore|gn tax qredlt (als:o with furtherstrictions, visitors will not be admitted be-tion, as the form (or accompanying in-
penalties for continued failure to rEporTyond the Internal Revenue Building lobbystructions) may prescribe. The informa-

after notification). more than 15 minutes before the hearingon required to be filed by such

Effective Dates starts. controlling partner will include such in-
The rules of 26 CFR 601.601(a)(3)Yormation regarding any other United
The proposed regulations would apphapply to the hearing. States persons that are 10-percent or

for annual accounting periods beginning Persons that wish to present oral congreater partners in the foreign partnership
after the date that these regulations araents at the hearing must submit writteas Form 8865 may require. (For excep-
published as final regulations in tked- comments by November 9, 1998, and ations to this rule, see paragraph (c) of this
eral Register. outline of the topics to be discussed (aection.)

1998-39 I.R.B. 31 September 28, 1998



(2) Certain 10-percent partners. spect to the same foreign partnership for (iii) Identifying the IRS Service Center
Every United States person that holds the same annual accounting period, morghere the return is required to be filed;
10-percent or greater interest in a foreigthan one United States person is requiresthd
partnership controlled by United Stateso file an information return under para- (iv) Providing any additional informa-
persons holding at least 10-percent integraph (a)(1) of this section by reason ofion as Form 8865 and the accompanying
ests must complete and file an annual irbeing a controlling partner, then in lieu ofinstructions may require.
formation return on Form 8865 contain-all such controlling partners making sepa- (d) Reporting under this section not re-
ing so much of the information describedate returns, only one return from one ofjuired of partnerships excluded from the
in paragraph (f) of this section, and suckhe controlling partners will be required.application of subchapter &(1) Elec-
other information, as the form (or accomHowever, a return by a United States petion to be wholly excludedThe reporting
panying instructions) may prescribe. (Foson that is a controlling partner by reasorequirements of this section will not apply
exceptions to this rule, see paragraph (of an interest to which losses or deduao any United States person in respect of
of this section.) However, no such persotions are allocated may only satisfy thisin eligible partnership as described in
will be required to file under this sectionexception if there is no United States peg1.761-2(a) in which that United States
if a United States person is a controllingon that is a controlling partner by reasoperson is a partner, if such partnership has
partner of such partnership. of an interest in capital or profits. validly elected to be excluded from all of

(3) Separate returns for each partner- (i) Manner of reporting. The return the provisions of subchapter K of chapter
ship. A United States person required tanust be filed with the income tax returnl of the Internal Revenue Code in the
report under this paragraph (a) must file af the person making the return in thenanner specified in §1.761-2(b)(2)(i).
separate annual information return for eaamanner provided by Form 8865 and the (2) Deemed excludedhe reporting re-
foreign partnership with respect to whichaccompanying instructions. The returmuirements of this section will not apply
the person has a reporting obligation. must contain all of the information whichto any United States person in respect of

(b) Ownership determinatiors(1) would have been required to be reporte@n eligible partnership as described in
Control. A person (or persons) is deemedby this section if separate information re81.761-2(a) in which that United States
to be in control of a partnership if thatyrns had been filed. person is a partner, if such partnership is
person (or persons) owns, directly or indi- (jii) Controlling partners not required validly deemed to have elected to be ex-
rectly, more than a 50-percent interest ify file. Those partners not required to filecluded from all of the provisions of sub-
the partnership (a controlling partner).  ynder paragraph (c)(1)(i) of this sectiorfhapter K of chapter 1 of the Internal

(2) 50-percent interestA 50-percent st file the statement required by pard3evenue Code in accordance with the
interest in a partnership is an intere?raph (c)(3) of this section. provisions of §1.761-2(b)(2)(ii).
equal to 50 percent of the capital interest, (2) Certain indirect owners excepted (e) Period covered by returnThe in-

50 percent qf the profits interest, or an infq furnishing information.Any United formation rgquwed under this section
terest to which 50 percent of the deducStates person required to file an informa_r-nUSt be furnished for the annual account-

tions or losses are allocated. tion return under this section need not furn9 period of the foreign partnership end-
(3) 10-percent interest.A 10-percent

. . e . nish a return, if all of the following condi- N9 \,N'th or within the United States pgr:
interest in a partnership is an mteres&Ons are met— son’s taxable year. The partnership’s
equal to 10 percent of the capital interest, (i) The person does not directly OWnannual accounting period is the annual pe-
10 percent of the profits interest, or an inény interest in the foreign partnership: riod on the basis of which it regularly
terest to which 10 percent of the deduc- (ii) The person is required to file the’ in_computes its income in keeping its books.
tions or losses are allocated. . . (See section 706 for the partnership’s tax-
S formation return solely by reason of attri-
(4) Attribution rules. For purposes of ) ) .
determining an interest in a partnershipt,’Utlon of ownership from a United States (f) Contents of return.The return re-
the rules of section 267(c) (other than segerson under paragraph (b)(4) of this Se?4'uired to be filed under this section must
tion 267(c)(3)) apply (taking into accountt'on_f,and , contain information in such form or man-
such rules refer to corporations and not to (iil) The United States person frompe; a5 Form 8865 (and its accompanying
partnerships). whom the ownership interest is attributeh,siryctions) prescribes with respect to
(5) Determination of amount of inter- fil€s all of the information required undergach foreign partnership, including—-
est. Whether a person has a 50-percefiS Section. _ _ (1) The name, address, and employer
interest, or a 10-percent interest, as de- (3) Statement required A Un'ted _identification number, if any, of the part-
scribed in paragraphs (b)(2) and (3) oPtates person that does not furnish an ipgrship;
this section, will be determined for eacformation return under the provisions of (2) The nature of the partnership’s busi-
taxable year by reference to the agredaragraph (c)(1) or (2) of this sectiomess and principal place where conducted;
ment of the partners relating to such intefnust file a statement with the person’s in- (3) The date of organization and coun-
ests during the taxable year. come tax return— try under whose laws the partnership was
(c) Exceptions when more than one (i) Indicating that the filing require- organized;
partner is required to file duplicative in- ment has been or will be satisfied,; (4) A balance sheet showing assets, lia-
formation—(1) More than one control-  (ii) Identifying the person required tohility, and capital of the partnership as of
ling partner—(i) In general. If, with re- file the return; the end of the annual accounting period,;
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(5) A summary of the outstanding own-comply with the applicable reporting re- (iv) Offset for dollar amount penalty
ership interests in the partnership; quirements of section 6038 and this seémposed. The total amount of the reduc-

(6) A summary showing the totaltion continues for more than 90 days aftesion which, but for this paragraph
amount of transactions between the parthe date on which the district directorj)(2)(iv), may be made under this para-
nership and the person required to file theails notice of the failure to the Unitedgraph (j)(2) with respect to any separate
return, any other partnership or corporaStates person required to file Form 8865ailure, may not exceed the maximum
tion controlled by that person, or anythe person must pay an additional penaltymount of the reductions which may be
United States person owning at the timef $10,000 for each 30-day period (Oﬁmposed, reduced (but not below zero) by
of the transaction at least a 10-percent irfraction thereof) during which the failurethe dollar amount penalty imposed by

terest in the foreign partnership; continues after the 90-day period has eXaragraph (j)(1) of this section with re-
(7) The amount of the partnership’s forpired. spect to the failure.
eign income taxes paid or accrued; (iii) Limitation. The additional penalty (3 Failure to comply. A failure to

(8) A statement of the partnership’s inimposed on any United States person Rypmply is separately determined for each
come for the annual accounting period; section 6038(b)(2) and paragraphgreign partnership for which a United

_(9) Astate_-ment of _the partner_s’d|str|b-(j)(1_)(||) of this section is limited to a States person has a reporting obligation.
utive share items of_mcome, gain, lossesnaximum of $50,000 for e_ach par_tnershlg‘fa”ure to comply with the requirements
deductions and credits; and ' for each annyal accogntlng period Withyt saction 6038 includes—

(10) A statement of income, gain,respect to which the failure occurs.
losses, deductions and credits allocated to (2) Penalty of reducing foreign tax
each United S_tates person holdin_g at Ieaste_dit—(i) Effect on_foreign tax gredit. mation required to be reported under the
a 10-percent interest in the foreign partFailure to comply with the reporting re- . P

i X . _ rules of this section; or
nership. . quwements of section 6938 and th|s sec- (i) The provision of false or inaccurate

(g) Method of reporting. Except as tion may cause a reduction of foreign ta)fnformation in purported compliance with

otherwise provided on Form 8865 or theredits under section 901 (taxes of foreig . . .
L . . : .the requirements of this section.
accompanying instructions, all amountgountries and of possessions of the Unite L
. . . . ) (4) Reasonable cause limitatioriThe
required to be furnished on the informaStates). In applying section 901 to %me rescribed for furnishing informa-
tion return must be expressed in Unitetlnited States person for any taxable yez%r pd h (h) of t?f "
States dollars with a statement of the exwithin which its foreign partnership’s an- 'on under paragrap (h) of this sec on,
change rates used. All statements rewal accounting period ended, the amour‘?tnd the begmpmg .Of the 90-Qay per|od
quired on or with Form 8865 pursuant tmf taxes paid (and deemed paid under se%tter the district dl_rect(.).r mails ”‘?,t'ce
this section must be in the English lantions 902 and 960) by the United Stategr?der pa}ragraphs ()(1)(i)) and (2),(") of
guage. person will be reduced by 10 percent if"iS Section, will be treated as being not

(h) Time and place for filing returr  the person fails to comply. However, nga'lier than the last day on which reason-
(1) In general. Form 8865 must be filed tax deemed paid under section 904(c) wiftP'e cause existed for failure to furnish
with the United States person’s incomée reduced under the provisions of thif1€ information. The United States per-
tax return (including a partnership returmparagraph (j)(2)(i). son may show reasonable cause by pro-
of income) on or before the due date re- (i) Reduction for continued failurdf ~ Viding a written statement to the district
quired by law (including extensions) ofa failure to comply with the reporting re-director having jurisdiction of the per-
that return. quirements of section 6038 and this se@on's return for the year of the transfer,

(2) Duplicate return. If required by tion continues for more than 90 days afteetting forth the reasons for the failure to
the instructions to Form 8865, a duplicatéhe date on which the district directoccomply. Whether a failure to comply was
Form 8865 must also be filed. mails notice of the failure to the persorflue to reasonable cause will be deter-

(i) Definition of United States person.required to file Form 8865, then themined by the district director under all
The term United States person is definedmount of the reduction in paragraptiacts and circumstances.
in section 7701(a)(30). ()(2)(i) of this section will be 10 percent, (5) Statute of limitations.For excep-

(i) Failure to comply with reporting re- plus an additional 5 percent for each 3tions to the limitations on assessment and
guirement—(1) Dollar amount penalty- month period (or fraction thereof) duringcollection in the event of a failure to pro-
() In general. Any United States personwhich the failure continues after the 90vide information under section 6038, see
required to file an information returnday period has expired. section 6501(c)(8).
under Section 6038 and paragraph (a) of (iii) Limitation on reduction.The (k) Effective date.This section applies
this section that fails to comply (as deamount of the reduction under paragrapto annual accounting periods of a partner-
fined in paragraph (j)(3) of this section)(j)(2)(ii) of this section for each failure to ship beginning on or after the date final
with the applicable reporting require-furnish information required under thisregulations on this subject are published
ments of this section, must pay a penaltgection will not exceed the greater ofn theFederal Register.
of $10,000 for each annual accounting p&10,000, or the income of the foreign

(i) The failure to report at the proper
time and in the proper manner any infor-

riod of each foreign partnership with repartnership for its annual accounting pe- Michael P. Dolan,
spect to which the failure occurs. riod with respect to which the failure oc- Deputy Commissioner of
(i) Increase in penaltylf a failure to curs. Internal Revenue.
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