
percentage interest in the foreign partner-
ship before and after the event; and

(5) For an acquisition, disposition or
change affecting the United States per-
son’s interest in partnership capital, prof-
its, losses, or deductions, the fair market
value of the interest acquired, disposed of,
or changed.

(d) Time and manner for fi l ing
returns—(1) General rule.Except as pro-
vided in paragraph (d)(2) of this section,
the Form 8865 must be filed with the in-
come tax return (including a partnership
return of income) of the United States
person for the taxable year in which the
reportable event occurs, and must be filed
by the due date (including extensions) of
the income tax return.

(2) Exceptions—(i)  United States per-
son also required to file under §1.6038-
3(a). If the United States person required
to file under this section is also required
to file under §1.6038–3(a) for the period
in which the reportable event occurred,
then the United States person must report
under this section on the Form 8865 for
the foreign partnership’s annual account-
ing period in which the reportable event
occurred (not its own taxable year) and
file with its income tax return for that year
as provided in §1.6038–3(e) and (h).

(ii)  Reportable event less than 90 days
before the due date of the United States
person’s income tax return.If the date of
a reportable event is less than 90 days be-
fore the due date of the United States per-
son’s income tax return for the taxable
year in which the reportable event oc-
curred, the United States person may file
the Form 8865 in respect of that re-
portable event with its income tax return
for that taxable year, or may file a sepa-
rate Form 8865 in respect of that re-
portable event with its income tax return
for the next taxable year. 

(3) Duplicate returns. If required by
the instructions to Form 8865, a duplicate
Form 8865 (including attachments and
schedules) must also be filed.

(e) Persons excepted from fil ing
return—(1) Requirements.A United
States person otherwise required to file a
return under this section with respect to a
foreign partnership need not file a return
provided all of the following conditions
are met—

(i) The person does not directly own an
interest in the foreign partnership;

(ii) The person is required to file a re-
turn solely by reason of attribution of
ownership from a United States person
(as determined under the rules of section
6038(e)(3) and the regulations thereun-
der); and 

(iii) A person from whom ownership is
attributed furnishes all of the information
required under this section with respect to
the reportable event.

(2) Statement required.A United States
person who does not furnish an informa-
tion return under the provisions of para-
graph (e)(1) of this section must file a
statement with the person’s income tax re-
turn— 

(i) Indicating that the filing require-
ment has been or will be satisfied;

(ii) Identifying the person who has or
will file the return;

(iii) Identifying the IRS Service Center
where the return was or will be filed; and 

(iv) Providing any additional informa-
tion as Form 8865 and the accompanying
instructions may require.

(f) Method of Reporting.Except as
otherwise provided on Form 8865, or the
accompanying instructions, any amounts
required to be reported under section
6046A and this section must be expressed
in United States dollars, with a statement
of the exchange rates used.  All state-
ments required on or with Form 8865 pur-
suant to this section must be in the Eng-
lish language.

(g) Reporting under this section not re-
quired of partnerships excluded from the
application of subchapter K—(1) Elec-
tion to be wholly excluded.The reporting
requirements of this section will not apply
to any United States person in respect of
an eligible partnership as described in
§1.761–2(a) in which that United States
person is a partner, if such partnership has
validly elected to be excluded from all of
the provisions of subchapter K of chapter
1 of the Internal Revenue Code in the
manner specified in §1.761–2(b)(2)(i).

(2) Deemed excluded.The reporting re-
quirements of this section will not apply
to any United States person in respect of
an eligible partnership as described in
§1.761–2(a) in which that United States
person is a partner, if such partnership is
validly deemed to have elected to be ex-
cluded from all of the provisions of sub-
chapter K of chapter 1 of the Internal
Revenue Code in accordance with the
provisions of §1.761–2(b)(2)(ii).

(h) Exclusion for satellite organiza-
tions. The return requirement of section
6046A does not apply to the International
Telecommunications Satellite Organiza-
tion (or a successor organization) or the
International Mobile Satellite Organiza-
tion (or any other organization that is a
successor to the International Maritime
Satellite Organization).

(i) Failure to comply with reporting re-
quirements—(1) Failure to comply. A
failure to comply with the requirements of
section 6046A includes—

(i) The failure to report at the proper
time and in the proper manner any infor-
mation required to be reported under the
rules of this section; and

(ii) The provision of false or inaccurate
information in purported compliance with
the requirements of this section.

(2) Penalties. For penalties for failure
to comply with the reporting requirements
of section 6046A and this section, see sec-
tions 6679 and 7203.

(3) Statute of limitations.For excep-
tions to the limitations on assessment and
collection in the event of a failure to pro-
vide information under section 6046A,
see section 6501(c)(8).

(j) Effective date—(1) General rule.
This section applies to reportable events
occurring on or after January 1, 1998.

(2) Reportable event prior to issuance
of final regulations. If a reportable event
occurs on or before the date final regula-
tions on this subject are published in the
Federal Register, the Form 8865 may be
filed with the United States person’s
timely filed (including extensions) in-
come tax return for the taxable year im-
mediately following the taxable year in
which the reportable event occurs.

Michael P. Dolan,
Deputy Commissioner of 

Internal Revenue.

(Filed by the Office of the Federal Register on
September 8, 1998, 8:45 a.m., and published in the
issue of the Federal Register for September 9, 1998,
63 F.R. 48154)
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AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Notice of proposed rulemak-
ing.

SUMMARY:  This document contains
proposed regulations relating to the ad-
ministration of the Tax Refund Offset
Program (TROP).  This action is neces-
sary because TROP, which is currently
administered by the IRS, is being merged
into the centralized administrative offset
program known as the Treasury Offset
Program (TOP), which is administered by
the Financial Management Service
(FMS).  These regulations will affect
State and Federal agencies that participate
in TROP. 

DATES:  Written comments and requests
for a public hearing must be received by
November 30, 1998.

ADDRESSES:  Send submissions to:
CC:DOM:CORP:R (REG–04565–97),
room 5226, Internal Revenue Service,
POB 7604, Ben Franklin Station, Wash-
ington, DC 20044.  Submissions may be
hand delivered between the hours of 8
a.m. and 5 p.m. to:  CC:DOM:CORP:R
(REG–104565–97), Courier’s Desk, In-
ternal Revenue Service, 1111 Constitution
Ave., NW, Washington, DC.  Alterna-
tively, taxpayers may submit comments
electronically via the Internet by selecting
the “Tax Regs” option on the IRS Home
Page, or by submitting comments directly
to the IRS internet site at http://www.irs.
ustreas.gov/prod/tax_regs/comments.html.

FOR FURTHER INFORMATION CON-
TACT:  John J. McGreevy, (202) 622-
4910 (not toll-free number).

SUPPLEMENTARY INFORMATION:

Background

This document contains proposed
amendments to the Procedure and Admin-
istration Regulations (26 CFR part 301)
relating to section 6402(c) and (d).  The
proposed regulations contain revised ef-
fective dates for the regulations under
section 6402(c) and (d).

Explanation of Provisions

Section 6402(c) provides, in general,
that the amount of any overpayment to be

refunded to the person making the over-
payment must be reduced by the amount
of any past-due support (as defined in sec-
tion 464(c) of the Social Security Act)
owed by that person of which the Secre-
tary has been notified by a State in accor-
dance with section 464 of the Social Se-
curity Act. 

Section 6402(d) provides, in general,
that upon receiving notice from any Fed-
eral agency that a named person owes a
past-due, legally enforceable debt to that
agency, the Secretary must reduce the
amount of any overpayment payable to
that person by the amount of the debt, pay
the amount by which the overpayment is
reduced to the agency, and notify the per-
son making the overpayment that the
overpayment has been reduced.

The IRS currently makes offsets pur-
suant to section 6402(c) and (d) according
to regulations prescribed under those sec-
tions.  See §§301.6402–5 and 301.6402–6
of the Regulations on Procedure and Ad-
ministration.

Section 31001(v)(2) and (w) of the
Debt Collection Improvement Act of
1996 (110 Stat. 1321–375), amended 42
U.S.C. 664(a)(2)(A) and 31 U.S.C.
3720A(h), respectively, to clarify that the
disbursing agency of the Treasury Depart-
ment may conduct tax refund offsets.  The
disbursing agency of the Treasury Depart-
ment is the FMS.

The IRS and FMS have agreed that the
Tax Refund Offset Program (TROP),
which is currently administered by the
IRS, will be merged into the centralized
administrative offset program known as
the Treasury Offset Program (TOP),
which is administered by the FMS.  The
merger of the two programs is intended to
maximize and improve the Treasury De-
partment’s government-wide collection of
nontax debts, including those subject to
offset against the debtor’s Federal tax re-
fund.  The full merger of TROP with TOP
is expected to occur by January 1, 1999.    

Interim rules concerning the manner in
which the FMS will administer the collec-
tion of nontax federal debts after the
merger of TROP with TOP were published
by the FMS in the Federal Registeron
June 25, 1997 (62 F.R. 34175) (codified at
31 CFR Part 285) effective for refunds
payable after January 1, 1998.  The regula-
tions proposed in this document provide
an ending effective date for §301.6402-6

to accommodate the beginning effective
date of the FMS regulations.  Accordingly,
§301.6402–6 will not apply to refunds
payable after January 1, 1998.

A notice of proposed rulemaking con-
cerning the manner in which the FMS will
administer the collection of past-due child
support payments was published by the
FMS in the Federal Registeron August
4, 1998 (63 F.R. 41688) (which when fi-
nalized will be codified at 31 CFR Part
285), effective for refunds payable after
January 1, 1999.  The regulations in this
document provide an ending effective
date for §301.6402–5 to accommodate the
expected beginning date for the full
merger of TROP with TOP.  Accordingly,
it is expected that §301.6402–5 will not
apply to refunds payable after January 1,
1999.

Special Analyses

It has been determined that this notice
of proposed rulemaking is not a signifi-
cant regulatory action as defined in EO
12866.  Therefore, a regulatory assess-
ment is not required.  It also has been de-
termined that section 553(b) of the Ad-
ministrative Procedure Act (5 U.S.C.
chapter 5) does not apply to these regula-
tions, and because the regulation does not
impose a collection of information on
small entities, the Regulatory Flexibility
Act (5 U.S.C. chapter 6) does not apply.
Pursuant to section 7805(f) of the Internal
Revenue Code, this notice of proposed
rulemaking will be submitted to the Chief
Counsel for Advocacy of the Small Busi-
ness Administration for comment on its
impact on small business.

Comments and Requests for a Public
Hearing

Before these proposed regulations are
adopted as final regulations, considera-
tion will be given to any electronic or
written comments (a signed original and
eight (8) copies of written comments) that
are submitted timely to the IRS.  All com-
ments will be available for public inspec-
tion and copying.  A public hearing may
be scheduled if requested in writing by a
person that timely submits written com-
ments.  If a public hearing is scheduled,
notice of the date, time, and place for the
hearing will be published in the Federal
Register.
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Drafting Information

The principal author of these regula-
tions is John J. McGreevy, Office of As-
sistant Chief Counsel (Income Tax and
Accounting).  However, other personnel
from the IRS and the Treasury Depart-
ment participated in the development of
the regulations. 

* * * * *

Proposed Amendments to the Regulations

Accordingly, 26 CFR part 301 is pro-
posed to be amended as follows:

PART 301—PROCEDURE AND
ADMINISTRATION

Paragraph 1.  The authority citation for
part 301 continues to read in part as fol-
lows:

Authority:  26 U.S.C. 7805 * * * 
Par. 2.  Section 301.6402–5 is amended

by adding paragraph (h) to read as fol-
lows:

§301.6402–5  Offset of past-due support
against overpayments.

*  *  *  *  *

(h)  Effective dates.This section ap-
plies to refunds payable on or before Jan-
uary 1, 1999.  For the rules applicable
after January 1, 1999, see 31 CFR part
285.

Par. 3.  Section 301.6402–6 is amended
by revising paragraph (n) to read as fol-
lows:

§301.6402–6  Offset of past-due, legally
enforceable debt against overpayment.

*  *  *  *  *

(n)  Effective dates.This section ap-
plies to refunds payable under section
6402 after April 15, 1992, and on or be-
fore January 1, 1998.  For the rules ap-
plicable after January 1, 1998, see 31
CFR part 285.  

Michael P. Dolan,
Deputy Commissioner of 

Internal Revenue.

(Filed by the Office of the Federal Register on
August 28, 1998, 8:45 a.m., and published in the
issue of the Federal Register for August 31, 1998, 63
F.R. 46205)

Notice of Proposed Rulemaking
and Notice of Public Hearing

Notice of Certain Transfers to
Foreign Partnerships and
Foreign Corporations

REG–118926–97

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Notice of proposed rulemak-
ing and notice of public public hearing.

SUMMARY:  This document contains
proposed regulations under section 6038B
of the Internal Revenue Code on informa-
tion reporting requirements for certain
transfers by United States persons to for-
eign partnerships.  The proposed regula-
tions would implement the amendments
made by the Taxpayer Relief Act of 1997
that require a United States person who
transfers property to a foreign partnership
to furnish certain information with respect
to such transfers.  This document also
contains proposed regulations that would
amend the information reporting require-
ments for certain transfers by United
States persons to foreign corporations to
require the reporting of the transfer of
cash.  The proposed regulations would
provide guidance to United States persons
who must furnish this information.  This
document also provides notice of a public
hearing on these proposed regulations.

DATES:  Written comments must be re-
ceived by November 9, 1998.  Outlines of
topics to be discussed at the public hearing
scheduled for November 10, 1998, at 10
a.m., must be received by October 20,
1998.

ADDRESSES:  Send submissions to:
CC:DOM:CORP:R (REG–118926–97),
room 5226, Internal Revenue Service,
POB 7604, Ben Franklin Station, Wash-
ington, DC  20044.  Submissions may be
hand delivered between the hours of 8
a.m. and 5 p.m. to CC:DOM:CORP:R
(REG–118926–97), Courier’s Desk, In-
ternal Revenue Service, 1111 Constitution
Avenue NW, Washington, DC.  Alterna-
tively, taxpayers may submit comments
electronically via the Internet by selecting
the “Tax Regs” option of the IRS Home
Page, or by submitting comments directly

to the IRS Internet site at: http://www.irs.
ustreas.gov/prod/tax_regs/comments.html.

A public hearing has been scheduled to
be held in room 2615, Internal Revenue
Building, 1111 Constitution Avenue NW,
Washington, DC.

FOR FURTHER INFORMATION CON-
TACT:  Concerning transfers of cash to
foreign corporations, Philip L. Tretiak,
and concerning transfers to foreign part-
nerships, Christopher Kelley, 202-622-
3860; concerning the hearing and submis-
sions of written comments, Michael
Slaughter, 202-622-7190 (not toll-free
calls). 

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collection of information con-
tained in this notice of proposed rulemak-
ing has been submitted to the Office of
Management and Budget for review in ac-
cordance with the Paperwork Reduction
Act of 1995 (44 U.S.C. 3507(d)).  Com-
ments on the collection of information
should be sent to the Office of Manage-
ment and Budget,Attention:  Desk Offi-
cer for the Department of the Treasury,
Office of Information and Regulatory Af-
fairs, Washington, DC 20503, with copies
to the Internal Revenue Service,Atten-
tion:  IRS Reports Clearance Officer
OP:FS:FP, Washington, DC 20224.  Com-
ments on the collection of information
must be received by November 9, 1998.
Comments are specifically requested on:

Whether the proposed collection of in-
formation is necessary for the proper per-
formance of the functions of the IRS, in-
cluding whether the information will have
practical utility;

The accuracy of the estimated burden
associated with the proposed collection of
information (see below); 

How the quality, utility, and clarity of
the information to be collected may be en-
hanced;

How the burden of complying with the
proposed collection of information may
be minimized, including through the ap-
plication of automated collection tech-
niques or other forms of information tech-
nology; and

Estimates of the capital or start-up
costs of operation, maintenance, and pur-
chase of services to provide information.
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