of transactions reported in the aggregate Accordingly, the Service, FSCs, ant

form. For taxable years beginning befor¢heir related suppliers now have a heigh

January 1, 1998, many FSCs and their rened interest in clearly identifying group:

Notice 99-23 lated suppliers chose to file Schedules ifgs of transactions elected on Schedule
. . . . in the aggregate form. of a timely filed FSC return.

This notice effects interim revisions t0 - ¢4 the 1998 version of Schedule P During the filing season for 1998 FSC
$chedu|e P.Of Form 1120-FSC (1998)gchedule P (1998)"), the aggregatiorreturns, several taxpayers, practitioner
filed by foreign sales corporations, anq,siion was eliminated. The purpose ofnd Internal Revenue Service Cente
the instructions thereto. The Departmenq rqyision was to enable the Service thave brought to the Service's attention th:
of the Treasury ("Treasury’) and the INyeyer getermine and identify on the facan increasing number of FSCs and the
ternal Revenue Service (the "Service’h the schedule P (1998) the particulafelated suppliers are reporting their for
also seek public comments on Certain prayyqyct or product line for which the FSCeign trading gross receipts on a transa
posed revisions to Schedule P for subsgzas making a grouping election under th@on-by-transaction basis and that the re
quent taxable years. administrative pricing rules. moval of the aggregation option, ir
SECTION I. BACKGROUND The ability of the Service to identify requiring a Schedule P (1998) to be file

_ _ elected groupings readily is increasinglyor each transaction, has the effect of si
Schedule P, “Transfer Price or Commisimportant in light of the amendments madgijficantly increasing the paper and pro

sion,” of Form 1120-FSC, “U.S. Incometo Temp. Treas. Reg. § 1.925(a)-1T(c)(&essing burden on both taxpayers and t
Tax Return of a Foreign Sales Corporaby T.D. 8764, 63 F.R. 10305, 1998-1%¢ryice. Treasury and the Service ha
tion,” is used by foreign sales corporationsR.B. 9. Effective March 3, 1998, for tax-concluded that this unintended increase
(FSCs) to compute the transfer price table years beginning after December 33baper burden can and should be alleviate
charge a FSC or the commission to pay 997, T.D. 8764 provides that an election Beginning with the Schedule P (1998)
a FSC under the 'FSC administrative pricco group Fransactions based on product ®he Service has decided to restore the &
ing rules of section 925 of thg Internaproduct line must be made on a “meh{;regation option contained in the 199
Rgvgnug Code. The transfer price or confiled Schedule P a_nd cannot be chang&ghsion of the schedule. The aggregatic
mission is used to allopate bet.ween a Fsmereaft_er. No untimely or amended r€aption shall remain available to taxpayer
and its relgted supplier foreign tradingurns will be allpwed tq elect to group, t0til the Service develops an appropria
gross receipts frpm thg sale of expor¢hange_agroup|ng basis, or to_change frofethod for taxpayers to identify their
property and certa.un services. ~ agrouping basis to _atraq?actlon-by—tran%-rouping elections without creating al
Egch transacthn generating fore.lg.ractlo_n bfiss”(collectlvely grouping rede'unreasonable paper burden. This noti
trad_lng gross receipts gnder the adminigerminations”). Fgr FSCs reporting on g5 public comments on a propose
trative pricing rules is r_eportable ongalendar-year ba5|s_, the temporary regulgsinod to achieve this objective.
Schedule P. A FSC and its related supions as amended first apply to returns due
plier may elect under Temp. Treas. Redvarch 15, 1999, or, as extended, SepterSECTION Il. REVISIONS TO
§ 1.925(a)—-1T(c)(8) to group these trandser 15, 1999. SCHEDULE P AND INSTRUCTIONS
actions on a product or product line basis Under a transition rule, the temporary o
and must make the election for eachegulations as amended also permit For taxable years beginning on or afte
group on Schedule P. Line B of Schedulgrouping redeterminations with respect tdanuary 1, 1998, Schedule P may be col
P provides checkboxes for a FSC to inditaxable years beginning before January Pleted as if Line B included the sam
cate whether the Schedule P is filed998, provided such grouping redetermithree checkboxes as appeared on the 1S
“Transaction-by-transaction” or with re-nations are made no later than the duérsion of Schedule P except as otherwi:
spect to a “Group of transactions.” date (including extensions) for the FSC'®rovided in instructions to successo
For taxable years beginning before Jartimely filed return for its first taxable yearforms Schedule P. Pursuant to the prece
uary 1, 1998, Line B of Schedule P alsbeginning after December 31, 1997. Noing sentence, FSCs may insert in Line B
contained a third checkbox labeled “Agtice 99-24, page 74 of this Bulletin, ancheckbox numbered “3"” and labeled “Ag
gregate of transactions,” which reprenounces the intent of the Service in finagregate of transactions.” Instructions t
sented an additional option. Under thisegulations to extend the time for filingsuch checkbox are as follows:
option, the instructions to Schedule P alunder this transition rule to the due date of 3. Aggregate of transactions.—
lowed the FSC to combine on a singléhe FSC'’s timely filed return (including Check box 3 if the FS@ombinesits
Schedule P transactions or groups dadxtensions) for the FSC'’s first taxabldransactions or group of transaction
transactions based on product or produgear beginning on or after January 1ysing the administrative pricing rules
line using the administrative pricing rules1999. For FSCs reporting on a calendaFile one Schedule P if the FSC aggregat
In cases where such aggregation was chgear basis, grouping redeterminationgs transactions. Under this method, th
sen, the instructions required the FSC anghder the transition rule in the final requ+SC and its related supplier must mair
its related supplier to maintain a supportiations will first be due March 15, 2000,tain a supporting schedule for each tran
ing schedule for each transaction or grougpr, as extended, September 15, 2000. action or group of transactions.



FSCs filing aggregate Schedules P imformation regarding this notice, contac
accordance with this paragraph shoulr. Giblen at (202) 874-1490 (not a toll
enter “FILED UNDER NOTICE 99-23" free call).
across the top of the schedule.

SECTION Illl. REQUEST FOR
COMMENTS

The Service is exploring alternatives
for amending Schedule P and its instruc-
tions to require FSCs to present all Sched-
ule P information in the form of a sum-
mary schedule in spreadsheet or similar
format in lieu of filing a separate Sched-
ule P for each transaction or group of
transactions. Exceptions to this require-
ment may be provided in the case of small
FSCs or those FSCs with de minimis
amounts of foreign trading gross receipts.
Moreover, with respect to transactions
that are not subject to an election to group
but rather are reported on a transaction-
by-transaction basis, the Service expects
to permit a FSC, in lieu of filing a sum-
mary schedule for such transactions, to
aggregate on a single Schedule P those
transactions within a product or product
line to which the same administrative
pricing method is applied, provided that a
supporting schedule is maintained for
each transaction.

Treasury and the Service invite public
comments on these proposed changes to
Schedule P. Comments should be submit-
ted in writing by June 30, 1999. Com-
ments may be mailed to:

Internal Revenue Service

P.O. Box 7604

Ben Franklin Station

Attn: CC:CORP:T:R (Notice 99-23)

Room 5228

Washington, DC 20044
or may be hand-delivered between the
hours of 6 a.m. and 5 p.m. to CC:DOM:
CORP:R (Notice 99-23), Courier’s Desk,
Internal Revenue Building, 1111 Consti-
tution Avenue, NW, Washington, DC. Al-
ternatively, comments may be submitted
via the Internet at: http://www.irs.us-
treas.gov/prod/tax_regs/comments.htm1l

The comments submitted will be avail-
able for public inspection and copying.

SECTION IV. DRAFTING
INFORMATION

The principal author of this notice is
Douglas Giblen of the Office of Associate
Chief Counsel (International). For further



