Section 6011.—General Management and Budget under contrgjear for which the taxpayer’s Federal in-
Requirement of Return, number 1545-1685. Responses to theseme tax liability is affected by its partici-

Statement. or List collections of information are mandatory.pation in the reportable transaction. In ad:

An agency may not conduct or sponsogition, a copy of the disclosure statement

26 CFR 1.6011-4T: Requirements of statement ~ and a person is not required to respond tajust be sent to the IRS in Washington, DC
disclosing participation in certain transactions by 5 collection of information unless the colfor the first taxable year for which the

corporate taxpayers (Temporary). lection of information displays a valid transaction is disclosed on the taxpayer

OMB control number. Federal income tax return. The temporary

T.D. 8877 For further information concerning thesd€gulations outline the form and content of

collections of information, and where tothe disclosure statement and also provid

submit comments on the collections of in2n example of the statement.
DEPARTMENT OF THE TREASURY  formation and the accuracy of the estimated Where the temporary regulations re-

Internal Revenue Service burden, and suggestions for reducing thiguire a taxpayer to attach a disclosure
26 CFR Parts 1 and 602 burden, please refer to the preamble to tféatement to its return, the information re-

cross-referencing notice of proposed rulequired to be set forth thereon is a requirec
Tax Shelter Disclosure making REG—-103735-00, page 770. part of the return to the same extent as in
Statements Books or records relating to a collecformation required pursuant to prescribec

tion of information must be retained adorms. See 81.6011-1. Therefore, wher
RS). T long as their contents may become matef taxpayer verifies its return, which in-
(IRS), Treasury. ial in the administration of any internalcludes a declaration that the return is

ACTION: Temporary regulations. revenue law. Generally, tax returns an@omplete, a taxpayer affirms that it has

_ _tax return information are confidential, agiccurately made all disclosures requirec
SUMMARY: This document contains required by 26 U.S.C. 6103. by these temporary regulations.

temporary regulations requiring certain In the event of an underpayment attribut-
corporate taxpayers to file a statemergackground able to a reportable transaction, a tax:
with their Federal corporate income tax ayer’s failure to satisfy the disclosure re-
return under section 6011(a). The tempo- The Treasury Department and the IRguirements of the temporary regulations
rary regulations affect corporations parare concerned about the proliferation ofay affect its exposure to penalties unde
ticipating in certain reportable transaccorporate tax shelters. These temporags tions 6662 and 6663 of the Code. Sec
tions. The text of these temporaryegulations are intended to provide thg,n gg4(c)(1) provides that such penalties
regulations also serves as the text of theervice with early notification of large 5y not be imposed with respect to any
proposed regulations set forth in the nocorporate transactions with characteristichrtiOn of a taxpayer’s underpayment “if it
tice of proposed rulemaking on this subthat may be indicative of such tax shelteg shown that there was a reasonable cau

jectin REG-103735-00, page 770. activity. for such portiorandthat the taxpayer acted

Accordingly, this document amends 26 good faith with respect to such portion.”

PeAEIIEa?i:Oige;rtg/if?eaéﬁvzh?osrethg]eprglragg r_CFR part 1 regarding the general filing re(emphasis added.) Whether a taxpayer i
9 quirement for persons required to file &onsidered to have satisfied the require

Fl;);?;ezlsrjc;(;gg.tax returns filed after Feb::;ugnmfc:)rsae éaﬁi?j':rysejét;/c\f:‘hffSngtcf[?Oﬁ]ents of section 6664(c)(1) is determinec
Applicability date For dates of applic- 6011(ar)) provides that any perso.n made |g|? 2 case by-case basis, taking Into accou
i pertinent facts and circumstances. Se
ability, see 81.6011-4T(g) of these reguzpe for any tax imposed by the Internag) 6664—4(b)(1).
lations. Revenue Code (Code), or with respect 10 e fact that a professional tax advisor
FOR FURTHER INFORMATION CON.- the collection thereof, shall make a returfaq advised a taxpayer that its return pos
TACT: Richard Castanon, (202) 622-0r statement according to the forms angyp, js more likely than not the proper tax
3080, or Mary Beth Collins, (202) 622-regulations prescribed by the Secretary Qfeatment is not necessarily sufficient to
3070, (not toll-free numbers). the Treasury. satisfy the requirements of section
6664(c)(1). If a taxpayer has an under-
payment attributable to its participation in

AGENCY: Internal Revenue Service

SUPPLEMENTARY INFORMATION: Explanation of Provisions

Paperwork Reduction Act |. Disclosure Statement Required for @ reportable transaction that has not bee
Certain Corporate Taxpayers properly disclosed on its return, the
These regulations are being issued nondisclosure could indicate that the tax-

without prior notice and public procedure The temporary regulations provide thapayer has not acted in “good faith” with
pursuant to the Administrative Procedurevery person that is required to file a returrespect to the underpayment, even if the
Act (5 U.S.C. 553). For this reason, théor a taxable year with respect to any tataxpayer’s return position has sufficient
collections of information contained inimposed under section 11 (corporate taxegal justification to meet the minimum
these regulations have been reviewed angayers) and that has participated in a reequirements of section 6664(c)(1). In
pending receipt and evaluation of publigportable transaction shall attach a disclesuch a case, the determination of whethe
comments, approved by the Office obure statement to its return for each taxabéetaxpayer has acted in “good faith” will



depend on all of the facts and circumthe intended tax benefits from the transac- (A) The taxpayer has participated in the
stances, including the reason or reasoti®n will not be sustained, including, buttransaction in the ordinary course of its
why the taxpayer failed to make the renot limited to, recission rights, the right tobusiness in a form consistent with cus-
quired disclosure. a full or partial refund of fees paid to anytomary commercial practice, and the tax-
person, fees that are contingent on thgayer reasonably determines that it would
taxpayer’s realization of tax benefits fromhave participated in the same transactior
The temporary regulations define twdhe transaction, insurance protection Witlu_m substantially the same terms irrespec-
categories of reportable transactions. THgspect to the_tax trea_ltment pf _the transative o_f the expected Federal income tax
first category includes certain types ofion, or a tax indemnity or S|m|lgr agre_e-beneflts; N _
transactions identified by the Treasury anH"enf‘ (other than a customary mdemr_nty (B) Th_e taxpayer ha; participated in t_he
the Service as tax avoidance transactiorf@rovided by a principal to the transactiortransaction in the ordinary course of its
The second category includes transactiofigat did not pz_irticipate in the promotiorbusiness in a fo_rm cons_istent with cus-
that warrant further scrutiny because the9f the transaction to the taxpayer). tomary commercial practice, and the tax-
possess certain identified characteristics (C) The taxpayer’s participation in thepayer reasonably determines that there is
that are common in corporate tax shelters fransaction was promoted, solicited, oa Iong-stan_ding and generally accepted
The regulations require disclosure onh;ecommended_ by one or more person_mderstandlng thz_it the expected Fed_era
for large transactions that provide tax sa\}’-"h_o have received or are exp_ected_to réacome _tax benefits from the tr_ans_actlon
ings in excess of certain dollar thresholdS€Ve fees or othe_r consideration with aftaking into account any combination of
(the projected tax effect test). In addition?ggregate value in excess of $100,00®)tended tax consequences) are aII(_)vv_abIe
the regulations contain exceptions to ensyfd such person or persons’ entitlement tander the Code for substantially similar
that normal business transactions are not'Ch fees or other consideration was cotransactions;
subject to disclosure. The fact that a trandingent on the taxpayer’s participation in (C) The taxpayer reasonably deter-
action is reportable or not reportable unddpe transaction. mines that there is no reason_able basi:
these regulations shall not affect the legal (D) The expected treatment of thaunder Federal tax law for denial of any
determination whether the tax benefitfransaction for Federal income tax pursignificant portion of the expected Fed-
claimed with respect to the transaction af&®S€S in any taxable year differs or is exeral income tax benefits from the transac-
allowable. pected to differ by more than $5 milliontion; or
The first category of reportable transacirom the treatment Qf_ the trans_acnon for_ (D) The_ transaction is identified in pub-
tions includes any transaction that is thBUrPOSes of determining book income alished guidance as being excepted from
same as or substantially similar to one daken into account on the schedule M-tlisclosure. o _ o
the specified types of tax avoidance trandOr comparable schedule_) on the tax-_ Atra_n_sactlon mvolvmg the ach|S|_t|on,
actions that the IRS has identified by pubpayer’s Federal Corp_orate income tax repllspos_ltlon, or restr_U(_:t_urlng _of a b_qsmess,
lished guidance as a listed transaction sdprn for the same period. including the acquisition, disposition, or
purposes of section 6011 and that is ex- (E) The transaction involves the partici-other change in the ownership or control
pected to reduce the taxpayer's Federal jpation of a person that the_taxpayer knoy\m:f an entity tr_\at i_s enggged ina bgsiness
come tax liability by more than $1 million ©" has reason _to know is in & Federal irer a transactlor_1 _|r_1voIV|ng a recapltahzg-
in any single taxable year or by a total of°Me tax position that differs from tha’F oftion or an acqwsm(_)n of capital for use in
more than $2 million for any combinationth® ta>_<payer (such as a tax exempt entity tne taxpayer’s _busmes_s, shall_be consu_JI-
of taxable years. However, a listed transa& foreign person), and the taxpayer knowsred a transaction carried out in the ordi-
tion is not treated as a reportable transafl has rez_a_son;o know _tha(t]I s;ljch differer_mmary course of a taxpayer’s business.
o ; tax position has permitted the transaction ,
it:]ocr;:;g T:; E;f;ﬁ:;datsh?eﬁlggggec:; aFr?: (:;{[E be structured on terms that are intendel- Record Retention
return filed on or before February 28, 200d° Provide the taxpayer with more favor-  tpe taxpayer must retain all documents
The second category of reportabl@Ple Federal income tax treatment than jpateq to a transaction subject to disclosure
transactions includes transactions enter&@uld have obtained without the participaynger this section until the expiration of the
into after February 28, 2000, that are exion of such person (or another person in &4t te of limitations for the first taxable
pected to reduce a taxpayer's Federal ifimilar tax position). o ear for which a disclosure statement is
come tax liability by more than $5 million  (F) The expected characterization Ofjeq with its tax return. (This obligation is
in any single taxable year or by a total of"Y Significant aspect of the transactiofy, 5qgition to any document retention re-
more than $10 million for any combina-l0f Federal income tax purposes differgy irements that section 6001 generally im-
tion of taxable years and that have at lea@P™m the expected characterization ofnqes on the taxpayer) Such document:
two of the following characteristics: such aspect of the transaction for pulipciyde, but are not limited to, the follow-
(A) The taxpayer has participated in th0Ses Of taxation of any party to the ranspg. 5| marketing materials related to the
transaction under conditions of confiden@Ction in another country. transaction; all written analyses used in de-
tiality (as defined in §301.6111-2T(c)).  However, a transaction that has at leagsion-making related to the transaction; all
(B) The taxpayer has obtained or beefv0 Of the foregoing characteristics is nogqresnondence and agreements related t
provided with contractual protection@ reportable transaction if any of the foly,e ransaction between the taxpayer anc
against the possibility that part or all of®Wing conditions is satisfied— any promoter, advisor, lender, or other

Il. Reportable Transactions



party to the reportable transaction; all docypart 1 is amended by adding an entry iance as a listed transaction for purposes ¢
ments discussing, referring to, or demomumerical order to read in part as followssection 6011. However, a listed transac
strating the tax benefits arising from the reAuthority: 26 U.S.C. 7805 * * * tion is not treated as a reportable transac
portable transaction; and all documents, if Section 1.6011-4T also issued undeton if it has affected the taxpayer’s Fed-
any, referring to the business purposes f@6 U.S.C. 6001 and 6011(a). * * * eral income tax liability as reported on
the reportable transaction. Par. 2. Section 1.6011-4T is added tany tax return filed on or before February
) read as follows: 28, 2000. The fact that a transaction be
IV. Effective Date §1.6011-4T Requirement of statement disomes a listed transaction does not imply
The temporary regulations apply toc_losing participation in certain transac- that the transactio_n was not otherwise ¢
Federal corporate income tax returns fileljons by corporate taxpayers (Temporeportable transaction prior thereto.

after February 28, 2000. rary). (3) Other reportable transactiors(i)
' (a) In general Every taxpayer that is In general Except as provided in para-
Special Analyses required to file a return for a taxable yeagraph (b)(3)(ii) of this section, a transac-

, . with respect to a tax imposed under sedion is described in this paragraph (b)(3) if
It has been determined that this Tregjon 11 and that has participated, directljt is entered into after February 28, 2000,
sury decision is not a significant regulag, jngirectly, in a reportable transactiorand has at least two of the following char-
tory action as defined in Executive Orde{yithin the meaning of paragraph (b) ofcteristics:
12866. Therefore, a regulatory assesgsis section must attach to its return for (A) The taxpayer has participated in the
ment is not required. It has also been deqg taxaple year described in paragrapmansaction under conditions of confiden-
termined that section 553(b) of the Adqy of this section a disclosure statemertality (as defined in §301.6111-2T(c)).
ministrative Procedure Act (5 U.S.C.i, the form prescribed by paragraph (c) of (B) The taxpayer has obtained or beer
chapter 5) does not apply to these regulgsis section. For this purpose, a taxpayerovided with contractual protection
tions. Itis hereby certified that the collecyyjj| have indirectly participated in a against the possibility that part or all of
tion of information in these regulationsy ansaction if its Federal income tax liathe intended tax benefits from the transac
will not have a significant economic im-p;jiry s affected by the transaction even ition will not be sustained, including, but
pact on a substantial number of small entj¢ j5' ot a direct party to the transactiomot limited to, recission rights, the right to
ties. This certification is based upon theg o it participates through a partnership full or partial refund of fees paid to any
fact that the persons responsible for filingy thr5ugh a controlled entity). A separat@erson, fees that are contingent on th
the statement required by these regulatioggsciosure statement is required for eadaxpayer’s realization of tax benefits from
are principally large publicly traded cor-gngrtaple transaction. The fact that a taxhe transaction, insurance protection with
porations, and the burden is not significant,yer files a disclosure statement for a reespect to the tax treatment of the transac
as described earlier in the preamblg,,aple transaction shall not affect théion, or a tax indemnity or similar agree-
Therefore, a Regulatory Flexibility Analy- 45| determination whether the tax benament (other than a customary indemnity
sis under the Regulatory Flexibility Act (Sfits claimed with respect to the transactioprovided by a principal to the transaction
U.S.C. chapter 6) is not required. Purzee gjiowable. that did not participate in the promotion
suant to section 7805(f) of the Code, these (1)) pefinition of reportable transac- of the transaction to the taxpayer).
temporary regulations will be submitted Qi (1) |n general A reportable trans-  (C) The taxpayer’s participation in the
the Chief Counsel for Advocacy of theycion js a transaction that is described iransaction was promoted, solicited, or
Small Business Administration for coM-gjther paragraph (b)(2) or (3) of this seccecommended by one or more person:
ment on their impact on small business. tjon and that meets the projected tax efwho have received or are expected to re
Drafting Information f_ect test in paragraph_ (b_)(4) of this seceeive fees or othe_r consideration with ar
tion. The ternmtransactionincludes all of aggregate value in excess of $100,000
The principal authors of these regulathe factual elements necessary to suppaihd such person or persons’ entitlement t
tions are Mary Beth Collins and Richardhe tax benefits that are expected to b®uch fees or other consideration was con
Castanon, Office of Chief Counselclaimed with respect to any entity, plantingent on the taxpayer’s participation in
(Passthroughs and Special Industriespr arrangement, and includes any series tife transaction.
However, other personnel from the IRSelated steps carried out as part of a pre- (D) The expected treatment of the
and Treasury Department participated iarranged plan and any series of substatransaction for Federal income tax pur-
their development. tially similar transactions entered into inposes in any taxable year differs or is ex
*ok ok ok ok the same taxable year. pected to differ by more than $5 million
(2) Listed transactions A transaction from the treatment of the transaction for

Adoption of Amendments to the is described in this paragraph (b)(2) if th@urposes of determining book income as

Regulations transaction is the same as or substantialtgken into account on the schedule M-1

Accordingly, 26 CFR parts 1 and gozsimilar to one of the types of transactiongor comparable schedule) on the tax-

are amended as follows: that the Internal Revenue Service (IRSpayer’s Federal corporate income tax re
has determined to be a tax avoidanctrn for the same period.

PART 1—INCOME TAXES transaction and identified by notice, regu- (E) The transaction involves the partic-

o lation, or other form of published guid-ipation of a person that the taxpayer
Paragraph 1. The authority citation for



knows or has reason to know is in a Fedxccount all relevant aspects of Federal taadjusted pursuant to forms prescribed for
eral income tax position that differs fromlaw, including the statute and legislativaeporting under this section and the in-
that of the taxpayer (such as a tax exemptstory, treaties, authoritative administrastructions to such forms.
entity or a foreign person), and the taxtive guidance, and judicial decisions that (ii) Estimation of projected tax effect
payer knows or has reason to know thastablish principles of general applicatior\ taxpayer’s estimate of the effect of a
such difference in tax position has permitin the tax law (e.g.Gregory v. Helvering transaction on its Federal income tax lia-
ted the transaction to be structured 0B93 U.S. 465 (1935)). bility shall take into account all projected
terms that are intended to provide the tax- (D) The transaction is identified in pub-Federal income tax consequences of the
payer with more favorable Federal indished guidance as being excepted frommansaction, including all deductions, ex-
come tax treatment than it could have oldisclosure under this section. clusions from gross income, nonrecogni-
tained without the participation of such (iii) Ordinary course of busines&or tion of gain, tax credits, adjustments (or
person (or another person in a similar tagurposes of paragraphs (b)(3)(ii)(A) andhe absence of adjustments) to the basis o
position). (B) of this section, a transaction involvingproperty, and any other tax consequence:
(F) The expected characterization othe acquisition, disposition, or restructurthat may reduce the taxpayer’s Federal in-
any significant aspect of the transactiomg of a business, including the acquisicome tax liability by affecting the timing,
for Federal income tax purposes differsion, disposition, or other change in theharacter, or source of any item of in-
from the expected characterization obwnership or control of an entity that iscome, gain, deduction, loss, or credit.
such aspect of the transaction for purengaged in a business, or a transaction ifthe estimate shall not take into account
poses of taxation of any party to the transrolving a recapitalization or an acquisithe potential Federal income tax effect of
action in another country. tion of capital for use in the taxpayer’sany other transaction or transactions that
(ii) Exceptions A transaction is not a business, shall be considered a transactitime taxpayer might have entered into if the
reportable transaction under paragraptarried out in the ordinary course of a taxtaxpayer had not entered into the transac:

(b)(3) of this section if paragraphpayer’s business. tion in question. Gross income may not
(b)(R)(ii)(A), (B), (C), or (D) of this sec-  (4) Projected tax effeet(i) In general be taken into account if the elements of
tion is satisfied. A transaction described in paragraplthe transaction that result in the creation

(A) The taxpayer has participated in th¢€b)(2) of this section meets the projectedf the gross income are not necessary ftc
transaction in the ordinary course of itdax effect test if, at the time the taxpayeachieve the intended tax results of the
business in a form consistent with cusenters into the transaction or at any timgansaction, whether or not these elements
tomary commercial practice, and the taxthereafter, the taxpayer reasonably estare an integral part of the transaction. For
payer reasonably determines that it woulthates that the transaction will reduce thexample, gross income may not be taken
have participated in the same transactidiaxpayer’s Federal income tax liability byinto account to the extent that it would
on substantially the same terms irrespecnore than $1 million in any single taxablenave been reasonably possible for the tax
tive of the expected Federal income tayear or by a total of more than $2 millionpayer to have participated in the transac-
benefits. for any combination of taxable years irtion in a manner that would have been ex-

(B) The taxpayer has participated in thevhich the transaction is expected to haveected to produce less gross income
transaction in the ordinary course of itshe effect of reducing the taxpayer’s Fedwithout a commensurate effect on the
business in a form consistent with cuseral income tax liability. A transactionother tax consequences of the transaction
tomary commercial practice, and the taxdescribed in paragraph (b)(3) of this sedn addition, gain on property that the tax-
payer reasonably determines that there i®n meets the projected tax effect test ifpayer acquired independent of its partici-
a long-standing and generally acceptedt the time the taxpayer enters into thpation in the transaction may not be taken
understanding that the expected Federahnsaction or at any time thereafter, thmto account.
income tax benefits from the transactiomaxpayer reasonably estimates that the (5) Examples The following examples
(taking into account any combination oftransaction will reduce the taxpayer’dllustrate the application of paragraph (b)
intended tax consequences) are allowabkederal income tax liability by more thanof this section. Assume, for purposes of
under the Internal Revenue Code (Codé)s million in any single taxable year or bythese examples, that the transactions ar
for substantially similar transactions. a total of more than $10 million for anynot the same as or substantially similar to

(C) The taxpayer reasonably detereombination of taxable years in which theny of the types of transactions that the
mines that there is no reasonable basisansaction is expected to have the effetRS has identified as listed transactions
under Federal tax law for denial of anyof reducing the taxpayer’s Federal incomander section 6011 and, thus, are not de
significant portion of the expected Fed+tax liability. For purposes of this para-scribed in paragraph (b)(2) of this section.
eral income tax benefits from the transagyraph (b)(4), a transaction will be treatedhe examples are as follows:
tion. Such a determination must take intas reducing a taxpayer’s Federal income Example 1 In March of 2000, C, a domestic cor-
account the entirety of the transaction antax liability for a taxable year if, and toPoration, invests $100 miliion to purchase certain fi-

L . nancial instruments the terms of which have been
any combination of tax consequences th#he extent that_, disallowance of the taX,  i.red to enable the holder to claim a deductible
are expected to result from any compoeatment claimed or expected to D@y oss upon the disposition of one or more of the
nent steps of the transaction, must not be#aimed would result in an increase in théstruments a short time after acquisition while de-
based on any unreasonable or unrealistiaxpayer’s Federal income tax liability forferring gain on the retained instruments. C pur-

factual assumptions, and must take intthat year. These dollar thresholds may @ased the instruments on the recommendation of X,
which is expected to receive direct or indirect com-



pensation in excess of $100,000 contingent on C's Example 3 E is a domestic corporation, which isthe best knowledge of the taxpayer, the
pturchas:z. ‘C,\?isposEs offcg(r)tg(i)n of (tjhe finatn(:ialI igcalendar i/ee;rotgi(pgyer.t E is_ etngagled in the 'EaSiﬂf%nsaction has been registered as a te
struments in November o , and reports a lodsusiness. In , E enters into a large number .
from the disposition of those financial ir?strumentssubstantially similar arrangements c?escribed ir%helter under Sec“p” 6111. If the transac
on its 2000 Federal corporate income tax returparagraph (b)(3)(i) of this section under which it actiOn has been registered as a tax shelt
which reduces its reported Federal income tax liabiguires and leases tangible personal property to U.Bnder section 6111, indicate whether
ity by more than $5 million. That loss is not re-persons who use such property in their businessgsorm 8271, “Investor Reporting of Tax
Ilect(_ed_ oan‘skiricome stat(-imkent _fotr purposets of :jhE treats the :jeasels as I?as]?s for_FIederaI intf:ome BRelter Registration Number”, has beer
ermining book income as taken into account on thpurposes and as loans for financial accounting pug: . ,
scheduléJ M-1 on C’s Federal corporate income taipxos?es. During the first three taxable years in \?vr?icﬁ!ed with the_ taxpayers retum and pro-
return. Further, C is unable to reasonably determirtae leases are in effect, E reasonably expects that Yide the registration number, if any, that
that it would have entered into the transaction irrereported taxable income will be more than $30 mithas been assigned to the tax shelter.
spective of the Federal income tax benefits, or thdibn lower than it would be if the leases were treated (iii) A brief description of the principal
the_ trarisa(itiotn is a customary fform ﬁf ;re:;saciio;s Iotarlslfor Fedteréal in(;:orrti_e taxfp;rpgszs, gli\{ing ri%lemems of the transaction that give rise
iving rise to tax consequences for which there is @ a total expected reduction of E’s Federal incom .
Igong-itanding and gene(r]ally accepted understandirngx liability ch))r those years in excess of $10 miIIion.FO t_he eXp_eCted tax_ b_eneflts‘
that such tax consequences are allowable under tRecannot conclude that it would have entered into (V) A brief description of the expected
Code for similar transactions, or that the Commisthe leases on substantially the same terms irrespdéX benefits of the transaction (e.g., loss
sioner would have no reasonable basis to deny thige of the expected Federal income tax benefits, ngieductions, interest deductions, rental de
clhaimed I(()jsz: Th(‘-:‘t_trans]:at(l’:]tio? invo_lvlin_g ?’s pur;can it conclgldebthat ihedComTistsior:er \:voulc: h]f“t’siuctions, foreign tax credits, etc.).
chase and disposition of the financial instrumentso reasonable basis to deny its tax treatment of the . .
has the charapcteristics described in paragrapheases. However, E does rgasonably determine that(v) An |de_nt|flcat|0n of each taxable
(b)(3)(i)(C) and (D) of this section. None of the ex-the terms of the leases are consistent with customa§e@f (including prior taxable years) for
ceptions in paragraph (b)(3)(ii) of this section apcommercial form in the leasing industry, and thawhich the transaction is expected to have
plies. Therefore, the transaction involving C’s purthere is a long-standing and generally accepted uthe effect of reducing the taxpayer’s Fed-
chase atn(tj)ldistpositior:‘ of tkr;e finan(:i‘::d‘inztrum(_e;tf,j i?erstanding that th(_et c_:omlbi_na_tion o_IhFederaI tintcotmhéred income tax Iiability and an estimate
a reportable transaction because it is described fax consequences it is claiming with respect to . ;
pararg)]raph (b)(3) of this section. leases arg allowable under t?le Code ?or similaﬁwh_ICh may be rounded to t_he nearest $:
Example 2 In the year 2001, D, a domestic cor-transactions. The substantially similar leases woulillion) of the amount by which the trans-
poration, completes construction of an office buildbe treated for purposes of this section as a sing&ction is expected to reduce the tax-
ing to be used in its business. After completion ofransaction that would satisfy the projected tax effquayer’s Federal income tax |iabi|ity for
the b;icl)ccj)i]r-]g‘tb‘ut before IPZ]) féle;)s i:(s tax re]:turn_ for Ithe::st descrti:e(lj in paragrle:jph Eti))(4) of thits ;e?iorbaCh such taxable year.
ear , it is approache , a professional seHowever, the leases would not be a reportable trans- ,, .
zices organizatioFr)\?which adv%ses Dpthat Y has deaction by reason of the exception unger paragraph (V_I) The names and add_rasses of an;
veloped a set of programs that will enable D to maxth)(3)(ii)(B) of this section. parties who promoted, SO|ICIt§q, or rec-
imize its depreciation deductions with respect to the (c) Form and content of disclosure0mmended the taxpayer’s participation in
building and the related furniture and fixtures. Y a"statemen(l) The disclosure statement forthe transaction and who had a financia

lows D to review Y’s programs subject to D’s agree- . . interest. including the receipt of fees. in
ment that it will not use any portion of the program?aCh reportable transaction must includé ' 9 b '

in establishing its depreciation accounts for FederdN€ information required by paragrathe taxpayer’s decision to participate.

tax purposes unless it pays Y a fee of $150,000. i€)(1)(i) through (c)(1)(vi) of this section the(?piﬁsgi?: O-If—hpzrfgg?:;ﬂg(;xgmﬁ:: 'slgjcst:fr‘]tfsm
addition, D makes a commitment to Y that it will notgnd shall be presented in a format (prefeﬂénuary of 1999, X, a domestic corporation which is

e et 29 ably 10 longer than one page) Siilr (@ caendar year wipaye.entered o a arang
grams. D agrees to use Y's programs for purposf@at shown in theExampIem paragraph ment under which it purported to lease a building

of computing its depreciation allowances for 2004C)(2) of this section or on such form agwned and occupied by the government of a munici

and later taxable years. D expects its use of the prmay be prescribed for use under this Segghty located in foreign country W and lease the

g ! . . uilding back to the municipal government. X de-
grams to reduce its Federal income tax liability bytjon ) S

- . o : termines that the transaction is a reportable transac
more than $10 million over the life of the building.

However, D reasonably determines that it woul (1) Th_e name, if any, by which thetion described in paragraph (b)(1) of this section be-
have con’structed and owned the office building i ransaction is known or commonly re<cause it is described in paragraph (b)(2) of this
the same manner irespective of the enhanced depf€IT€d to by the taxpayer; if no name exsection and satisfies the projected tax effect test

ciation that it expects to derive from the use of Y'dsts, provide a short-hand designation d;gragraph (b)(4) of this section. As of February 28,

, . . - . . 00, X had not filed its 1999 Federal corporate in-
programs. Therefore, regardiess of whether D's dehis transaction to distinguish it fromcome tax return. The following form of dil;closure

preciation deductions on the building may be subjegthar reportable transactions in which thewatement would satisfy the requirements describe
to disallowance, the transaction encompassing ti}%X aver mav ha: ticinated ; h 1) of thi i

construction of the building and the use of Y’s pro- p y . y ve participated (or mayn paragraph (c)(1) of this section.
grams is not a reportable transaction by reason of tR&rticipate in the future).

exception under paragraph (b)(3)(ii)(A) of this sec- (ii) A statement indicating whether, to

tion.



DISCLOSURE STATEMENT FOR REPORTABLE TRANSACTION

Corporation X (EIN)
(address)

1. Identification of transaction: LILO—-Country W

2. Registration status under section 611INot registered

3. Description of transaction We leased a building from a municipality in W. We made an advance payment of rent of $89 million. The lease term is 34
years. The foreign municipality subleased the asset back from us for a term of 20 years. The foreign municipality ivess &tehmpend of the sublease
term, to buy out our interest for $50 million. Our advance lease payment has been financed with a bank loan of $60hmifboeigi municipality placed
$75 million of the advance rental payment in special accounts to satisfy the sublease and buyout obligations.

4. Principal tax benefits Deductions for rental and interest payments in excess of income from leaseback rental payments

5. Estimates of expected reduction of Federal income tax liability for affected taxable yeatk999-2002, $5 million per year; 2003-2013, $4 million per
year; and 2014-2017, $3 million per year.

6. Promoters Financial Institution Y
(address)
(telephone number)

Professional Service Firm Z
(address)
(telephone number)

(d) Time of providing disclosure(1) In  paragraph (b)(3) of this section but not described iaction; all correspondence and agreement:
general The disclosure statement for a re_p"j"""ghraph (b)(2) of th'sd Sic“onﬁ At It:he time Fble”terﬁelated to the transaction between the tax:
portable transaction shall be attached to tHg° e ransaction and thereafter, F reasonably e.srﬂ'ayer and any promoter, advisor, lender, or

, ) mates that the transaction will reduce F's Federal in- o
taxpayer's Federal corporate income tax r'@ome tax liability by $2 million in any single taxable other party to t_he repc_)rtable transaction; all
turn for each taxable year for which the taxyear and by a total of $8 million for any combinatondocuments discussing, referring to, or
payer’s Federal income tax liability is af-of taxable years in which the transaction is expected lemonstrating the tax benefits arising from
fected by its participation in the transactiongf'?‘_"e t(h:e effect of rled‘;f'”g Fs F?defj" income tax lighe reportable transaction; and all docu-
In addition, at the same time that the disclax Y- Sonseauently, the transaction does not meet e, i i 5y referring to the business pur-

C T projected tax effect test described in paragraph (b)( .
sure statement is first attached to the ta¥s tis section for transactions described in paragragh®S€S for .the reportable transaction.
payer’s Federal income tax return, a copi)(3) of this section. On March 1, 2002, the IRS pub- (f) Affiliated groups For purposes of
of that disclosure statement must be sent tighes a notice identifying the transaction as a listethis section, an affiliated group of corpora-
Internal Revenue Service LM:PF, Large 82?3”5";0;'0” described in pa;aﬁfaph,(b)(zg of this segipns that joins in the filing of a consoli-
Mid-Size Business Division, 1111 Consti—gon' us, upon issuance of the notice, t etransac“?i’gted return under section 1501 shall be

. . ecomes a transaction described in paragraph (b)(2) O . .
tution Ave., N.W., Washington, DC 20224 4,is section. As a result of the lower dollar thresholdsonsidered a single taxpayer. _

If a transaction becomes a reportable transrthe projected tax effect test with respect to transac- (g) Effective date This section applies to
action on or after the date the taxpayer hagns described in (b)(2) of this section, the transactioRederal corporate income tax returns filed
filed its return for the first taxable year for";eﬁ_ts the P“’Jeéted tax Eﬁ’TCt theSt in para‘,gragh O @fter February 28, 2000. However, para-
which the transaction affected the tax> 'S section. Consequently, the transaction ecom@?aph (e) of this section applies to docu-
, . T a reportable transaction described in paragraph (b)(

payer’s Federal income tax liability (€.9.f this section, and F is required to file a disclosurEN€Nts and other records that the taxpaye
there is a change in facts affecting the extatement meeting the requirements of paragrag@cquires, prepares, or has in its possessio
pected Federal income tax effect of thé)(2) of this section for the transaction as an attaclon or after February 28, 2000. Par.
transaction, or the transaction subsequentRent to F's nextfiled Federal corporate income taxre3  |n §602.101, paragraph (b) is amendec
b . . . . . tarn. If F's 2001 return has not been filed on or beforB .

ecomes one identified in published guid; A . 1Y adding an entry for 81.6011-4T to read
. . . the date the Service identifies the transaction as, )
ance as a_ I|sted-transact|qn described fSted transaction, the disclosure statement must be 4 part as follows:
(b)(2) of this section), the disclosure stat@ached to F's 2001 return. §602.101 OMB Control numbers.
ment shall be filed as an attachment to the (e) Retention of document3he taxpayer * * * * *
taxpayer’s Federal corporate income tax renust retain all documents related to a trans- (b) * * *
turn next filed after the date th(nT transactlggchon gubject to d|§closure under this sec- Charles O. Rossotti,
becomes a reporta_ble trar_lsactlon. If a dlﬂoq until the .exp|rat|on of the statute of lim- Commissioner of Internal Revenue.
closure statement is required as an attadiations applicable to the first taxable year
ment to a Federal corporate income tax réar which disclosure of the transaction wag\pproved February 23, 2000.
turn that is filed earlier than 180 days aftemade in accordance with the requirements
February 28, 2000, the taxpayer may eitheif this section. (This document retention re-
attach the disclosure statement to the reuirement is in addition to any document re-
turn, or file the disclosure statement as a®ntion requirements that section 6001 gen-
amendment to the return no later than 18frally imposes on the taxpaye.r.)_ SUC{Eiled by the office of the Federal Register on Febru-
days after February 2_8, 2000. _ documents include, but are not limited toary 28, 2000, 8:45 a.m., and published in the issue of

(2) Example The following example illustrates the the following: all marketing materials re-the Federal Register for March 2, 2000, 65 F.R.
application of this paragraph (d): In December ofy0 14 the transaction; all written analysek!205)

2000, F, a domestic corporation which is a calendar d in decisi i lated h
year taxpayer, enters into a transaction described {p€d In decision-making re ated to the trans-

Jonathan Talisman,
Acting Assistant Secretary
of the Treasury
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