26 CFR 601.201: Rulings and determination .02 Changes negotiations, agreements, or arrange

letters. (1) Old section 3.01(6), dealing with ments might déct the distribution of con
§ 121 and former § 1034, has been uprol, has been deletedeeRev Proc. 97—
Rev. Proc. 98-3 dated to reflect changes made by Tag 53, 1997-47 I.R.B. 10.
payer ReliefAct of 1997 (TRA-1997). (6) OId section 6.02, dealing with
SECTION 1. PURPOSEAND (2) Old section 3.01(15), dealing with§ 446, has been updated by adding refe
NATURE OF CHANGES § 274, has been updated to include a refnces to RevProcs. 97-43, 1997-39

. erence to RevProc. 97-59, 1997-52| R.B. 12, 97-37, 1997-33 |.R.B. 18,

-01The purpose of this revenue prece| g g 31 and to delete references t97-30, 1997—1 C.B. 702, 9718, 1997—
durels to update ReBroc. 97-3, 1997-1 some prior years revenue procedures. C.B. 642, and 97-10, 1997-1 C.B. 628
C.B. 507, as amplified and modified by - (3) New sections 4.01(6) and (47)and by deleting references to certain-eal
subsequent revenue procedures, by Preajing with §§ 104(a)(2) and 3121, havger revenue procedures.
viding a revised list of those areas of thgeen added to the ordinarily no-rule area (7) Old section 6.04, dealing with
Internal Revenue Code under the jurisy jngjicate that the Service generally willg 1362, has been revised to include ail si
diction of theAssociate Chief Counsel ot jssye rulings as to whether an allocaations in which a corporation qualifies
(Domestic) and théissociate Chief ion js properly made when a settlementy aytomatic late S corporation election
Counsel (Employee Benefits and Exempdyard (including a lump sum award) is alygjief under RevProc. 97-48. 1997—43
Organizations) relating to issues oNgcated between back pagompensatory |R.B. 19 ' ' ’
which the Internal Revenue Service willjamages, punitive damages, €ftis no-
not issue letter rulings or determinationyyle provision deals with factual questionSECTION 2. BACKGROUND AND
letters. For a list of areas under the jurighat fall under the existing no-rule areaCOPE OFAPPLICATION
diction of theAssociate Chief Counsel under section 402(1) and is added te ad

(International) relating to internationat is vise taxpayers of the Serviselong- .01 Background
sues on which the Service will not issugtanding ruling practice with regard to Whenever appropriate in the interest o
letter rulings or determination letters, segactual questions in this area. sound tax administration, it is the policy

Rev Proc. 987, this Bulletin. For a list (4) New section 4.02(8) has been adde®@f the Service to answer inquiries of indi
of areas under the jurisdiction of tAs-  to the ordinarily no-rule area to reflect theviduals and ayanizations regarding their
sistant Commissioner (Employee PlanServices unwillingness, in general, to rulestatus for tax purposes and the taeds
and Exempt Qganizations) relating to4s on the validity of the federal income tax oof their acts or transactions, prior to the
sues, plans or plan amendments on whighiher taxes set forth in the Code, and ofiling of returns or reports that are-re
the Service will not issue letter rulingswhether the Service has the authority oyuired by the revenue laws.

and determination letters, see, respegurisdiction to enforce the Code or collect There are, howevgcertain areas in
tively, section 8 of RevProc. 98—4, this information, and similar matters. which, because of the inherently factua
Bulletin, and section 3.02 of RefProc. (5) Old section 5.17, dealing with thenature of the problems involved, or for
98-6, this Bullet. applicability of § 355 to situations whereother reasons, the Service will not issu



advance rulings or determination lettergernal Revenue or a Chiefippeals Of under § 129 are includible in the gross in

These areas are set forth in four sectiorice. come of participants and considerec
of this revenue procedure. Section 3 re “wages” for purposes of 8§ 3401, 3121,
flects those areas in which advance ruSECTION 3. AREAS IN WHICH and 3306 when the benefits ardeoéd
ings and determinations will not be- is RULINGS OR DETERMINA TION through a cafeteria plan.

sued. Section 4 sets forth those areas ifF TTERS WILL NOT BE ISSUED (8) Section 162.—fade or Business

which they will not ordinarily be issued.
“Not ordinarily” means that unique and
compelling reasons must be demon
strated to justify the issuance of a rulin
or determination letter Those sections

.01 Specific questions and problems. Expenses.—Whether compensation i

; ) reasonable in amount.
(1) Section 79.—Groupéfm Life I+ (9) Section 163.—Interest.—The-in
surance Purchased for Employees.—

dy . come tax consequences of transactions i
hether a group insurance plan for 10 of

o volving “shared appreciation mortgage”
flect ber of ifi ti ﬁ:ore employees qualifies as group-ter AM) loans in which a taxpayebor
refiect a number of specitic questions an surance, if the amount of insurance i bay,

problems as well as general areas. 'Seﬁot computed under a formula that Woulaowing money to purchase real property
tion 5 lists specific areas for which th

@nheet the requirements of § 1 79_l(c)pays a fixed rate of interest on the mort
Service is temporarily not issuing ad (2)(ii) of the IncomeTax Regulaﬁons if gage loan below the prevailing market

vance rulings and determmatlons_ becausg, group consisted of fewer than 10-enjate and will also pay the lender a pereent
those matters are under extensive stu

loyees age of the appreciation in value of the rea
Finally, section 6 of this revenue prece 2) Séction 83.—Propertyransferred property upon termination of the mert
dure lists specific areas where the Serviqﬁ Connection wi'th Performance of Ser929€- This applies to all SAM arrange

will not ordinarily i§sue advancg rUIingS‘vices.—Whether a restriction Constitute%nents Where_ the Ioan_proceed; are use
because the Service has provided autg g pstantial risk of forfeiture, if the em orr] comme:ju;al ?_r business act|vmeis, or
matic approval procedures for thesgq,vee is a controlling shareholdexiso, W'€'® Used o Tinance a personal fesi
matters. ence, if the facts are not similar to those
See RevProc. 98-1, page 7, this Bul ymqynt paid for the property involves %escrlbed in RevRul. 83-51, 1983-1

letin, particularly section 7 captioned,gnrecourse obligation. .B. 48. (Also 88 61, 451, 461, 856,
“Under What Circumstances Does the 3y gection 105(h).—Amount Paid 101001, and 7701.)

Service Have Discretion to Issue Lette[jighly Compensated Individuals Under (10) Section 170.—Charitable, Etc.,
Rulings and Determination Letters?” forDiscriminatory Self-Insured Medical Ex Contributions and Gifts.—Whether a.{ax
general instructions and other situationﬁenSe Reimbursement Plan.—WhethePaYer who advances funds to a charitabl
in which the Service will not or ordinarily o|iowing a determination that a self-in ©'9@nization and receives therefor
will not issue letter rulings or determina g;,red medical expense reimbursememfomissory note may deduct as contribu

whether a transfer has occurred, if thg

tion letters. plan is discriminatorythat plan had pre tions, in one taxable year or in each of
enue rulings or revenue procedures mayy with tax anti-discrimination rules.  {@xpayer in each of several years by en

be published in the Internal Revenue Bul (4) Section 17.—Qualified Scholar dorsement on the note. _

letin from time to time to provide generalships.—Whether an employeelated _ (11) Section 213.—Medical, Dental,
guidelines regarding the position of thescholarship or fellowship grant is excludi Et¢-, Expenses.—Whether a capital ex
Service. ble from the employes’gross income, if Pe€nditure for an item that is ordinarily

Additions or deletions to this revenughere is no intermediary private foundaused for personal, living, or family pur
procedure as well as restatements @fon distributing the grants, as there waB0Ses, such as a swimming pool, has as i
items listed will be made by modificationin Rev Proc. 76-47, 1976-2 C.B. 670. Primary purpose the medical care of the
of this revenue procedure. Changes will (5) Section 19.—Meals or Lodging taxpayer or the taxpaysrspouse or de
be published as they occur throughout theyrnished for the Convenience of the EmPendent, or is related directly to such
year and will be incorporated annually irployer—Whether the value of meals ormedical care.

a new revenue procedure published as thsdging is excludible from gross income (12) Section 264(b).—Certain
third revenue procedure of the yearhy an employee who is a controllingAmounts Paid in Connection with Insur
These lists should not be considered alshareholder of the employer ance Contracts.—Whether “substantially
inclusive.Decisions not to rule on indi  (6) Section 121 and former § 1034.—all” the premiums of a contract of insur
vidual cases (as contrasted with thosgExclusion of Gain from Sale of Principalance are paid within a period of 4 years
that present significant pattern issues) aResidence; Rollover of Gain on Sale ofrom the date on which the contract is
not reported in this revenue procedur@rincipal Residence.—Whether propertpurchased.Also, whether an amount de
and will not be added to subsequent revgualifies as the taxpaysrprincipal resi posited is in payment of a “substantial
sions. dence. number” of future premiums on such a

.02 Scope ofApplication (7) Section 125.—Cafeteria Plans.—contract.

This revenue procedure does not-préVhether amounts used to provide group- (13) Section 264(c)(1).—Certain
clude the submission of requests for techierm life insurance under § 79, acciderAmounts Paid in Connection with Insur
nical advice to the national ficde from and health benefits under 88 105 and 106nce Contracts.—Whether § 264(c)(1)
the Ofice of a District Director of the In and dependent care assistance programgplies.



(14) Section 269.—Acquisitions Made§ 302(c)(2)(B) has, or does not have, asequences of the &r transaction with
to Evade oAvoid IncomeTax.—Whether one of its principal purposes the avoidout making a determination with regard tc
an acquisition is within the meaning ofance of federal income taxes within thehe exchange of stock. Howeyer such
§ 269. meaning of that section, unless the facwvent, the Service will rule on the tax eon

(15) Section 274.—Disallowance ofand circumstances are materially identicalequences of the &r transaction, pro
Certain Entertainment, Etc., Expenses.—to those set forth in Re\Rul. 85-19, vided the taxpayer or the taxpajerep
Whether a taxpayer who is traveling away985-1 C.B. 94, ReWRul. 79-67, 1979-1 resentative (as the Service deem
from home on business main lieu of C.B. 128, RevRul. 77-293, 1977-2 C.B. appropriate) states to the best of knowl
substantiating the actual cost of meal®€1, Rev Rul. 57-387, 1957-2 C.B. 225,edge and belief that the exchange will (o
deduct a fixed peday amount for meal Rev Rul. 56-584, 1956-2 C.B. 179, owill not) qualify under § 351. If the Ser
expenses that ddrs from the amount Rev Rul. 56-556, 1956-2 C.B. 177. vice issues a ruling on the ¢gar transac
prescribed in the revenue procedure-pro (20) Section 302(b)(4) and (e).—Retion, the ruling will state that no opinion
viding optional rules for substantiatingdemption from Noncorporate Shareholdeis expressed as to whether or not the e
the amount of travel expenses for the pén Partial Liquidation; Partial Liquidation change qualifies under § 351.
riod in which the expense was paid or inDefined.—The amount of working capital SUBISSUES: Additionally, the Ser
curred, such as ReRroc. 96—64, 1996-2 attributable to a business or portion of &ice will have the discretion to rule on
C.B. 427, or its successdrev Proc. 97— business terminated that may be distritsignificant subissues that must be re
59, 1997-52 |.R.B. 31. uted in partial liquidation. solved to determine whether a transactio

(16) Section 302.—Distributions in Re  (21) Section 312.—Héct on Earnings that is in this no-rule area qualifies undel
demption of Stock.—Whether § 302(b)and Profits.—The determination of the§ 351. Howeverthe Service will only
applies when the consideration given immount of earnings and profits of a corporule on these subissues if in the view o
redemption by a corporation consists erration. the Service they are significant and no
tirely or partly of its notes payable, and (22) Section 351.—hnsfer to Corpo clearly and adequately addressed by
the shareholdés stock is held in escrowration Controlled byTransferor— statute, regulation, decision of the
or as security for payment of the note§Vhether § 351 applies to an exchange &upreme Court, tax treatyevenue ruling,
with the possibility that the stock may orstock for stock in the formation of a held revenue procedure, notice, or other au
will be returned to the shareholder in théng companyand whether the taxpayer ishority published in the Internal Revenue
future, upon the happening of specific desubject to the consequences of qualificdBulletin.
faults by the corporation. tion under that section (such as nonrecog To obtain a ruling on a subissue, the

(17) Section 302.—Distributions in Re nition and basis consequences) that ataxpayer must explain the significance of
demption of Stock.—Whether § 302(b)adequately addressed by a statute, reguthe subissue, set forth the authorities mo:
applies when the consideration given ition, decision of the Supreme Court, taxlosely related to the subissue, and ex
redemption by a corporation in exchangé&eaty revenue ruling, revenue procedureplain why the subissue is not resolved b
for a shareholdés stock consists entirely notice, or other authority published in thehe authorities. The Service will require
or partly of the corporatiog’promise to Internal Revenue BulletinTransfers that the taxpayer or the taxpaygrepresenta
pay an amount based on, or contingent odp not involve the formation of a holdingtive (as the Service deems appropriate) t
future earnings of the corporation, wherwompany are not subject to this provisionstate to the best of knowledge and belie
the promise to pay is contingent on work For purposes of this provision, if suchthat the transaction will (or will not) qual
ing capital being maintained at a certaian exchange qualifies under both 8§ 35ify under 8§ 351 if the Service rules as the
level, or any other similar contingency and another corporate restructuring proviaxpayer proposes on the subissue.

(18) Section 302.—Distributions in Re sion and the other provision is not eov A taxpayer may seek a presubmissiol
demption of Stock.—Whether § 302(b)ered by this revenue procedure, the-Seconference to determine whether a ruling
applies to a redemption of stock, if aftevice will treat any request for aon the subissue can be obtained under th
the redemption the distributing corperaqualification ruling under the other previ section. Seesection 1.07 of Rev Proc.
tion uses property that is owned by thsion as a request for a qualification rulin@7-1. If the Service issues a ruling on
shareholder from whom the stock is reunder § 351 A taxpayer or the taxpaysr subissue, the ruling will state that no
deemed and the payments by the corporeepresentative (as the Service deems appinion is expressed as to whether th
tion for the use of the property are deperpropriate) seeking a qualification rulingtransaction in question qualifies undel
dent upon the corporatios’future for such an exchange under any suck351.
earnings or are subordinate to the claim@her provision must, accordingistate to  COLLATERAL ISSUES: Although
of the corporatiors general creditors. the best of knowledge and belief that théhe Service will not rule on the conse
Payments for the use of property will noexchange does not qualify under § 351. quences of qualification of an exchange
be considered to be dependent upon future The Service will not rule on the qualifi of stock for stock in the formation of a
earnings merely because they are based oation of an exchange of stock undeholding company under § 351 if the eon
a fixed percentage of receipts or sales. § 351, even if it is an integral part of asequences are adequately addressed by

(19) Section 302.—Distributions in Re larger transaction that involves other isstatute, regulation, decision of the
demption of Stock.—Whether the acquisues upon which the Service will rule an&upreme Court, tax treatyevenue ruling,
sition or disposition of stock described irit is impossible to determine the tax eonrevenue procedure, notice, or other au



thority published in the Internal Revenugayers representative (as the Serviceice they are significant and not clearly
Bulletin, it will rule where the conse deems appropriate) seeking a qualificeand adequately addressed by a statut
gquences of qualification are not adetion ruling under any such other provisiorregulation, decision of the Supreme
quately addressed by these authorities. must, accordinglystate to the best of Court, tax treatyrevenue ruling, revenue
obtain a ruling on a collateral issue, th&nowledge and belief that the transactioprocedure, notice, or other authority pub
taxpayer or the taxpayerrepresentative does not qualify under 8§ 368(a)(1)(A)lished in the Internal Revenue Bulletin.
(as the Service deems appropriate) mushe Service will continue to rule on transTo obtain a ruling on such a subissue, th
state to the best of knowledge and beliefctions that qualify under § 368(a)(1)(G)taxpayer must explain the significance of
that the exchange qualifies under § 35kven if they are also defined inthe subissue, set forth the authorities mos
set forth the authorities most closely re§ 368(a)(1)(A). closely related to the subissue, and ex
lated to the collateral issue, and explain The Service will not rule on the qualifi plain why the subissue is not resolved by
why the collateral issue is not resolved bgation of a regganization under § 368(a) these authoritiesThe taxpayer or the tax
these authorities. If the Service issues @)(A), even if it is an integral part of apayers representative (as the Service
ruling on a collateral issue, the ruling willlarger transaction that involves other isdeems appropriate) will also be requirec
state that no opinion is expressed as sues upon which the Service will rule ando state to the best of knowledge and be
whether the exchange in question qualit is impossible to determine the tax eonlief that the transaction will (or will not)
fies under § 351. sequences of the @ar transaction with qualify under § 368(a)(1)(A), if the Ser
The Service will also continue to ruleout determining the tax consequences oice rules as the taxpayer proposes on tt
on issues that arise in connection with athe reoganization. Howeverin such subissue.
exchange of stock for stock in the formaevent, the Service will rule on the tax eon A taxpayer may seek a presubmissior
tion of a holding company but do not-desequences of the gr transaction, pro conference to determine whether a ruling
pend upon or &ct qualification under vided the taxpayer or the taxpaygerepre on the subissue can be obtained under th
§ 351. sentative (as the Service deemsection.Seesection 1.07, RevProc. 97—
(23) Section 368.—Definitions Refat appropriate) states to the best of knowll. If the Service issues a ruling on a
ing to Corporate Reganizations.—The edge and belief that the rganization will subissue, the ruling will state that no
tax consequences under § 368 or othéor will not) qualify under § 368(a)1)(A). opinion is expressed as to whether the
provisions of the Code with respect to df the Service issues a ruling on theglrr transaction in question qualifies under
transaction in which one corporationransaction, the ruling will state that no8 368(a)(1)(A).
owns stock in a second corporation, thepinion is expressed as to whether or not COLLATERAL ISSUES: Although
first corporation is not an “80-percentdisthe reoganization qualifies underthe Service will not rule on the conse
tributee” of the second corporation undeg 368(a)(1)(A). For example, the Servicgluences of qualification as a rganiza
§ 337(c), and the two corporations arvill not rule on whether a transaction eontion under 8§ 368(a)(1)(A) if the conse
combined. stitutes a corporate reganization within quences are adequately addressed by
(24) Section 368(a)(1)(A).—Defini the meaning of 8 368(a)(1)(A), even if thestatute, regulation, decision of the
tions Relating to Corporate Re@aniza larger transaction also involves the issue Gupreme Court, tax treatevenue ruling,
tions.—Whether a transaction constitutesshether a prior distribution of stock in arevenue procedure, notice, or other au
a corporate reganization within the subsidiary containing assets unwanted kority published in the Internal Revenue
meaning of § 368(a)(1)(A), including athe acquiring corporation qualifies undeBulletin, it will rule where the conse
transaction that qualifies under § 368(a)8 355. SeeRev Rul. 78-251, 1978-1 C.B. quences of qualification are not ade
(1)(A) by reason of 8 368(a)(2)(D) or89. Howeverin such event, if the taxpayerquately addressed by these authorities
§ 368(a)(2)(E), and whether the taxpayeur the taxpayes representative (as the SerFor example, the Service will issue a
is subject to the consequences of qualifvice deems appropriate) states to the be$t381(c)(4) ruling in connection with a
cation under that section (such as norof knowledge and belief that the rger § 368(a)(1)(A) reaganization. To obtain
recognition and basis consequences) thatialifies under § 368(a)(1)(A), the Servicea ruling on a collateral issue, the taxpaye
are adequately addressed by a statute, regll rule as to whether the prior stock dis or the taxpay€es representative (as the
ulation, decision of the Supreme Courttribution qualifies under 8 355. Such-rul Service deems appropriate) must state t
tax treaty revenue ruling, revenue proceing will state that no opinion is expressedhe best of knowledge and belief that the
dure, notice, or other authority publisheds to whether or not the rg@nization transaction qualifies under § 368{a)
in the Internal Revenue Bulletin. qualifies under § 368(a)(1)(A). (1)(A), set forth the authorities most
For purposes of this provision, if a SUBISSUES: Additionally, the Ser closely related to the collateral issue, ant
transaction qualifies under both § 368(a)vice will have the discretion to rule onexplain why the collateral issue is not re
(1)(A) and another corporate restructuringignificant subissues that must be resolved by these authorities. If the Service
provision and the other provision is nosolved to determine whether the transagssues a ruling on a collateral issue, the
covered by this revenue procedure, thigon qualifies under § 368(a)(1)(A) €in ruling will state that no opinion is ex
Service will treat any request for a qualifi cluding transactions qualifying by reasorpressed as to whether the transaction i
cation ruling under the other provision a®f § 368(a)(2)(D) or § 368(a)(2)(E)).question qualifies under § 368(a)(1)(A).
a request for a qualification ruling undeHowever the Service will only rule on  The Service will also continue to rule
§ 368(a)(1)(A). A taxpayer or the tax such subissues if in the view of the Sermn issues that arise in connection with ¢



transaction under § 368(a)(1)(A) but dwice will have the discretion to rule onis expressed as to whether the acquisitic
not depend upon or fatct qualification significant subissues that must be rein question qualifies under § 368(a)(1)(B).
under § 368(a)(1)(A). solved to determine whether a transaction The Service will also continue to rule
(25) Section 368(a)(1)(B).—Defini that is in this no-rule area qualifies undeon issues that arise in connection with al
tions Relating to Corporate Reganiza § 368(a)(1)(B). Howeverthe Service acquisition of stock in the formation of a
tions.—Whether the acquisition of stockwill only rule on these subissues if in theholding company but do not depend upoi
in the formation of a holding companyview of the Service they are significanor affect qualification under § 368(a)
constitutes a corporate re@nization and not clearly and adequately addressétl)(B).
within the meaning of § 368(a)(1)(B), andby a statute, regulation, decision of the (26) Section 368(a)(1)(B).—Defini
whether the taxpayer is subject to the-corsupreme Court, tax treatyevenue ruling, tions Relating to Corporate Reaniza
sequence of qualification under that -seadevenue procedure, notice, or other audions.—The acceptability of an estimation
tion (such as nonrecognition and basithority published in the Internal Revenugrocedure or the acceptability of a spe
consequences) that are adequately aBulletin. To obtain a ruling on a subissuecific sampling procedure to determine the
dressed by a statute, regulation, decisidhe taxpayer must explain the significancbasis of stock acquired by an acquiring
of the Supreme Court, tax treatgvenue of the subissue, set forth the authoritiesorporation in a reganization described
ruling, revenue procedure, notice, or othanost closely related to the subissue, arid § 368(a)(1)(B).
authority published in the Internal Rev explain why the subissue is not resolved (27) Section 368(a)(1)(E).—Defini
enue Bulletin. Acquisitions of stock that by these authoritiesThe Service will re tions Relating to Corporate Reaniza
do not involve the formation of a holdingquire the taxpayer or the taxpalgerepre tions.—Whether a transaction constitute:
company are not subject to this provisionsentative (as the Service deems appropda corporate recapitalization within the
For purposes of this provision, if suchate) to state to the best of knowledge andeaning of § 368(a)(1)(E) (or a transac
an acquisition of stock qualifies undetbelief that the acquisition will (or will tion that also qualifies under § 1036)
both § 368(a)(1)(B) and another corporateot) qualify under § 368(a)(1)(B), if thewhen either (i) the transaction involves &
restructuring provision, and the other proService rules as the taxpayer proposes aiosely held corporation or (ii) the issues
vision is not covered by this revenue prothe subissue. involved are substantially similar to those
cedure, the Service will treat any request A taxpayer may seek a presubmissiodescribed in the following revenue +ul
for a qualification ruling under the otherconference to determine whether a rulingngs:
provision as a request for a qualificatioron the subissue can be obtained under thisRev Rul. 82—34, 1982-1 C.B. 59 (con
ruling under § 368(a)(1)(B)A taxpayer section.Seesection 1.07, RevProc. 97— tinuity of business enterprise);
or the taxpayes representative (as thel. If the Service issues a ruling on a Rev Rul. 77-479, 1977-2 C.B.19
Service deems appropriate) seeking subissue, the ruling will state that ndcontinuity of shareholder interest);
qualification ruling for such an acquisi opinion is expressed on whether the ac Rev Rul. 77-238, 1977-2 C.B.1%
tion under any such other provision musguisition in question qualifies under(conversion of shares of one class of stoc

accordingly state to the best of knowl § 368(a)(1)(B). into shares of another class, as permitte
edge and belief that the acquisition does COLLATERAL ISSUES: Although by certificate of incorporation);
not qualify under § 368(a)(1)(B). the Service will not rule on the conse Rev. Rul. 74-269, 1974-1 C.B. 87

The Service will not rule on the qualifi quences of qualification of an acquisition(major shareholdés exchange of com
cation of an acquisition of stock undeof stock in the formation of a holdingmon stock for preferred stock);
§ 368(a)(1)(B), even if it is an integralcompany under 8 368(a)(1)(B) if the eon Rev Rul. 56-654, 1956-2 C.B. 216
part of a lager transaction that involvessequences are adequately addressed bycarporate charter amended to provids
other issues upon which the Service wiltatute, regulation, decision of thepreferred stock with increased redemptiol
rule and it is impossible to determine th&upreme Court, tax treatyevenue ruling, and liquidation value, where common anc
tax consequences of thedar transaction revenue procedure, notice, or other alpreferred stock held pro rata);
without determining the tax consequencethority published in the Internal Revenue Rev. Rul. 55-12, 1955-1 C.B. 344
of the acquisition. Howeveiin such Bulletin, it will rule where the conse (common stock exchanged for preferrec
event, the Service will rule on the tax eonquences of qualification are not adestock); and
sequences of the &r transaction, pro quately addressed by these authorities.  Rev. Rul. 54-482, 1954-2 C.B. 148
vided the taxpayer or the taxpalgerep obtain a ruling on a collateral issue, théold common stock exchanged for new
resentative (as the Service deemtaxpayer or the taxpaysrrepresentative common stock).
appropriate) states to the best of knowlas the Service deems appropriate) mustThe above no-ruling area does no
edge and belief that the acquisition willstate to the best of knowledge and beliefpply, howevey to any corporate recapi
(or will not) qualify under § 368(a)(1)(B). that the acquisition qualifies undertalization that is an integral part of a
If the Service issues a ruling on theglar 8§ 368(a)(1)(B), set forth the authoritiedarger transaction, if it is impossible to-de
transaction, the ruling will state that namost closely related to the collateratermine the tax consequences of thgdar
opinion is expressed as to whether or négsue, and explain why the collateral issugansaction without making a determina
the acquisition qualifies under § 368(a)is not resolved by these authorities. If théon with regard to the recapitalization.
(1)(B). Service issues a ruling on a collateral (28) Section 368(a)(1)(F).—Defini

SUBISSUES: Additionally, the Ser issue, the ruling will state that no opiniortions Relating to Corporate Re@aniza



tions.—Whether a transaction constituteeevenue procedure, notice, or other alemployer by reason of a corporate trans
a reoganization within the meaning ofthority published in the Internal Revenuection constitutes a modification which
§ 368(a)(1)(F), and whether the taxpaydBulletin. To obtain a ruling on such aresults in the issuance of a new option b
is subject to the consequences of qualifsubissue, the taxpayer must explain theason of failing to satisfy the spread tes
cation under that section (such as forsignificance of the subissue, set forth theequirement of § 425(a)(1) or the ratio tes!
recognition and basis consequences) thatthorities most closely related to theequirement of 8§ 1.425-1(a)(4The Ser
are adequately addressed by a statute, regibissue, and explain why the subissue ¥éce will continue to rule on the issue of
ulation, decision of the Supreme Courtnot resolved by these authoritieghe whether the new ISO or the assumption o
tax treaty revenue ruling, revenue proce Service will require the taxpayer or thehe old ISO gives the employee additiona
dure, notice, or other authority publishedaxpayets representative (as the Servicbenefits not present under the old optior
in the Internal Revenue Bulletin. deems appropriate) to state to the best wfithin the meaning of § 425(a)(2).

For purposes of this provision, if aknowledge and belief that the transaction (30) Section 451.—General Rule for
transaction qualifies under both § 368(a)will (or will not) qualify under § 368(a) TaxableYear of Inclusion.—The tax cen
(1)(F) and another corporate restructurin¢l)(F), if the Service rules as the taxpayesequences of a non-qualified unfundec
provision, and the other provision is noproposes on the subissue. deferred-compensation arrangement witt
covered by this revenue procedure, the A taxpayer may seek a presubmissiorespect to a controlling shareholder
Service will treat any request for a qualifi conference to determine whether a rulingmployee eligible to participate in the
cation ruling under the other provision a®n the subissue can be obtained under trasrangement.

a request for a qualification ruling undeisection. Seesection 1.07, RevProc. 97—  (31) Section 451.—General Rule for
§ 368(a)(1)(F). A taxpayer or the tax 1. If the Service issues a ruling on a subiFaxableYear of Inclusion.—The tax cen
payers representative (as the Servicsue, the ruling will state that no opinion issequences of unfunded deferred-comper
deems appropriate) seeking a qualificaeexpressed on whether the transaction gation arrangements where the arrange
tion ruling under any such other provisiomquestion qualifies under § 368(a)(1)(F). ments fail to meet the requirements of
must, accordinglystate to the best of COLLATERAL ISSUES: Although Rev Proc. 92-65, 1992-2 C.B. 428, anc
knowledge and belief that the transactiothe Service will not rule on the conseRev Proc. 71-19, 1971-1 C.B. 698.
does not qualify under § 368(a)(1)(F). quences of qualification as a rganiza (32) Sections 451 and 457.—Genera

The Service will not rule on the qualifi tion under § 368(a)(1)(F) if the conse Rule for TaxableYear of Inclusion; De
cation of a regganization under § 368(@) quences are adequately addressed byfeared Compensation Plans of State an
(1)(F), even if it is an integral part of astatute, regulation, decision of the.ocal Governments an@iax-Exempt Or
larger transaction that involves other isSupreme Court, tax treatevenue ruling, ganizations.—The tax consequences t
sues upon which the Service will rule andevenue procedure, notice, or other awnidentified independent contractors in
it is impossible to determine the tax eonthority published in the Internal Revenuaonqualified unfunded deferred-compen
sequences of the Ber transaction with Bulletin, it will rule where the conse sation plans.This applies to plans estab
out determining the tax consequences agfuences of qualification are not adelished under § 451 by employers in the
the reoganization. Howeverin such quately addressed by these authorities. private sector and to plans of state an
event, the Service will rule on the tax eonobtain a ruling on a collateral issue, théocal governments and tax-exempgar
sequences of the &r transaction, pro taxpayer or the taxpaysrrepresentative nizations under § 457. Howeyerruling
vided the taxpayer or the taxpa\gerep (as the Service deems appropriate) mugtith respect to a specific independent
resentative (as the Service deemstate to the best of knowledge and beliefontractots participation in such a plan
appropriate) states to the best of knowkthat the transaction qualifies undemay be issued.
edge and belief that the rg@anization § 368(a)(1)(F), set forth the authorities (33) Section 641.—Imposition of
will (or will not) qualify under § 368(a) most closely related to the collateral issu&ax.—Whether the period of administra
(1)(F). If the Service issues a ruling orand explain why the collateral issue is naion or settlement of an estate or a trus
the lager transaction, the ruling will stateresolved by these authorities. If the Sel(other than a trust described in 8§ 664) i
that no opinion is expressed as to whetheice issues a ruling on a collateral issuegasonable or unduly prolonged.
or not the reaganization qualifies under the ruling will state that no opinion is-ex (34) Section 642(c).—Deduction for
§ 368(a)(1)(F). pressed as to whether the transaction lamounts Paid or Permanently Setide

SUBISSUES: Additionally, the Ser question qualifies under § 368(a)(1)(F). for a Charitable Purpose.—Allowance of
vice will have the discretion to rule on The Service will also continue to rulean unlimited deduction for amounts set
significant subissues that must be reon issues that arise in connection with aside by a trust or estate for charitable
solved to determine whether a transactiamansaction under § 368(a)(1)(F) but dpurposes when there is a possibility tha
that is in this no-rule area qualifies undenot depend upon or fafct qualification the corpus of the trust or estate may be in
§ 368(a)(1)(F). Howevethe Service will under § 368(a)(1)(F). vaded.
only rule on such subissues if in the view (29) Section 425.—Substitution éis- (35) Section 664.—Charitable Remain
of the Service they are significant and nadumption of Incentive Stock Options.—der Trusts.—Whether the settlement of a
clearly and adequately addressed by Whether the substitution of a new Ineencharitable remainder trust upon the termi
statute, regulation, decision of theive Stock Option (“ISO”) for an old ISO, nation of the noncharitable interest is
Supreme Court, tax treatyevenue ruling, or the assumption of an old ISO, by amade within a reasonable period of time.



(36) Section 704(e).—Family Part (2) A matter upon which a court deci be purchased by either the seller or a thir
nerships.—Matters relating to the valid sion adverse to the Government has be@arty.
ity of a family partnership when capitalhanded down and the question of follow (3) Sections 61 and 163.—Gross In
is not a material income producing facing the decision or litigating further hascome Defined; Interest.—Determinations
tor. not yet been resolved. as to who is the true owner of property ol
(37) Section 856.—Definition of Real (3) A matter involving alternate plansthe true borrower of money in cases ir
Estate Investmerfrust.—Whether a cer of proposed transactions or involving-hywhich the formal ownership of the prop
poration whose stock is “paired” with orpothetical situations. erty, or the liability for the indebtedness,
“stapled” to stock of another corporation (4) A matter involving the federal taxis in another party
will qualify as a real estate investmentonsequences of any proposed federal, (4) Section 103.—Interest on State an
trust under § 856, if the activities of thestate, local or municipal legislatiorifhe Local Bonds.—Whether the interest on

corporations are integrated. Service may provide general informatiorstate or local bonds will be excludible
(38) Section 1034 (prior tdRA inresponse to an inquiry from gross income under § 103(a), if the
1997).—See section 3.01(6), above. (5) Whether under Subtitle F (Proce proceeds of issues of bonds (other tha

(39) Section 1221.—Capitélsset De dure andAdministration) reasonable advance refunding issues) are placed i
fined.—Whether specialty stock allocatedtause, due diligence, good faith, clear ansscrow or otherwise not expended for
to an investment account by a registereconvincing evidence, or other similargovernmental purpose for an extended pe
specialist on a national securities-exterms that require a factual determinatioriod of time even though the proceeds ar
change is a capital asset. exist. invested at a yield that will not exceed the

(40) Section 1551.—Disallowance of (6) Whether a proposed transactiolyield on the state or local bonds prior tc
the Benefits of the Graduated Corporateould subject the taxpayer to a criminatheir expenditure.

Rates andccumulated Earnings Credit.— penalty (5) Section 103.—Interest on State
Whether a transfer is within § 1551. (7) A request that does not comply withand Local Bonds.—Whether a state o
(41) Section 2031.—Definition of the provisions of Rewroc. 98-1. local governmental obligation that does

Gross Estate.—Actuarial factors for valu (8) Whether under the common law not meet the criteria of section 5 of Rev
ing interests in the prospective gross esules applicable in determining the emProc. 89-5, 1989-1 C.B. 774, is an-“ar
tate of a living person. ployeremployee relationship, a profes bitrage bond” within the meaning of for
(42) Section 2512.—4&luation of sional stafing corporation (loan-out cer mer § 103(c)(2) solely by reason of the
Gifts.—Actuarial factors for valuing poration) or the subscriber is thdnvestment of the bond proceeds ir
prospective or hypothetical gifts of aemployer of individuals, if: acquired nonpurpose obligations at ¢
donor (i) the loan-out corporation hires em materially higher yield more than 3
(43) Sections 3121, 3306, and 3401.—ployees of the subscriber and assigns tlyears after issuance of the bonds or
Definitions.—For purposes of determin employees back to the subscribmr years after issuance of the bonds in th
ing prospective employment status, (ii) the loan-out corporation assigns incase of construction issues described i
whether an individual will be an em dividuals to subscribers for more than former § 1.103-13(a)(2)(ii)(E).
ployee or an independent contractéx temporary period (1 year or longer). (6) Sections 104(a)(2) and 3121.—
ruling with regard to prior employment Compensation for Injuries or Sickness
status may be issued. SECTION 4.AREAS IN WHICH Definitions.—Whether an allocation of
(44) Section 4980B.—Failure to Sat RULINGS OR DETERMINA TION the amount of a settlement award (inelud
isfy Continuation Coverage RequirementhTTERS WILL NOT ORDINARIL Y ing a lump sum award) between back,pa
of Group Health Plans.—Whether an acBE ISSUED compensatory damages, punitive dam
tion is “gross misconduct” within the .01 Specific questions and problems. ages, etc. is a proper allocation for federe
meaning of § 4980B(f)(3)(B). Seesec (1) Sections 38, 39, 46, and 48.—tax purposes.
tion 3.05 of RevProc. 87-28, 1987-1 General Business Credit; Carryback and (7) Section 141.—Privat@ctivity
C.B. 770, 771)) Carryforward of Unused Credits;Bond; Qualified Bond.—\Wh respect to
(45) Section 7701.—Definitions.—The Amount of Credit; Enagy Credit; Re requests made pursuant to REvoc. 88—
classification of an instrument that hagorestation Credit.—Application of 33, 1988-1 C.B. 835, whether state o
certain voting and liquidations rights in arthese sections where the formal ownetocal bonds will meet the “private busi
issuing corporation but whose dividendship of property is in a party other thamess use test” and the “private security c
rights are determined by reference to thghe taxpayerexcept when title is held payment test” under § 141(b)(1) and (2

earnings of a segregated portion of the ignerely as security in situations in which the proceeds are
suing corporatiors assets, including as  (2) Section 61.—Gross Income De used to finance certain output facilities
sets held by a subsidiary fined.—Determination as to who is theand, pursuant to a contract to take, or tak

.02 Generahreas. true owner of property in cases involvingor pay for a nongovernmental person pur

(1) The results of transactions that lackhe sale of securities, or participation inchases 30 percent or more of the actu
a bona fide business purpose or have &rests therein, where the purchaser hastput of the facility but 10 percent or less
their principal purpose the reduction othe contractual right to cause the securof the subparagraph (5) output of the fa
federal taxes. ties, or participation interests therein, taility as defined in § 1.103-7(b)(5)(ii)(b)



(issued under former § 103(b)). In similain a party other than the taxpayer excemtver a period in excess of 15 years fron

situations, the Service will not ordinarilywhen title is held merely as security the date of issuance of such notes.

issue rulings or determination letters eon (15) Section 170.—Charitable, Etc., (22) Section 302(b)(4) and (e).—Re

cerning questions arising under paraContributions and Gifts.—Whether ademption from Noncorporate Shareholdel

graphs (3), (4), and (5) of § 141(b). transfer to a pooled income fund-dein Partial Liquidation; Partial Liquidation
(8) Sections 142 and 144.—Exempscribed in § 642(c)(5) qualifies for a charDefined.—Whether a distribution will

Facility Bond; Qualified Small Issueitable contribution deduction under 8qualify as a distribution in partial liquida

Bond.—Whether an issue of private-ac170(f)(2)(A). tion under § 302(b)(4) and (e)(1)(A),-un
tivity bonds meets the requirements of (16) Section 170(c).—Charitable, Etc.Jess it results in a 20 percent or greater re
§ 142 or § 144(a), if the sum of— Contributions and Gifts.—Whether a taxduction in (i) gross revenue, (ii) net fair

(i) the portion of the proceeds used tpayer who transfers property to a charitanarket value of assets, and (iii) employ
finance a facility in which an owner (orble oganization and thereafter leaseses. (Partial liquidations that qualify as &
a related person) or a lessee (or -a rback all or a portion of the transferred302(e)(2) business terminations are no
lated person) is a user of the facilityproperty may deduct the fair market valusubject to this provision.)

both after the bonds are issued and af the property transferred and leased (23) Sections 302(b)(4) and (e), 331,
any time before the bonds were issuedhack as a charitable contribution. 332, and § 346(a).—Efcts on Recipients
and (17) Section 170.—Charitable, Etc.of Distributions in Corporate Liquida
(ii) the portion used to pay issuanceContributions and Gifts.—Whether ations.—The tax ééct of the liquidation of
costs and non-qualified costs, equalsansfer to a charitable remainder trust dex corporation preceded or followed by the
more than 5 percent of the net proscribed in § 664 that provides for annuityeincorporation of all or a part of the busi

ceeds, as defined in § 150(a)(3). or unitrust payments for one or two meaness and assets when more than a nomir
(9) Section 148.—Arbitrage.— suring lives qualifies for a charitable-de amount of the stock (that is, more than 2(
Whether amounts received as proceediction under 8§ 170(f)(2)(A). percent in value) of both the liquidating

from the sale of municipal bond financed (18) Section 216.—Deduction ofcorporation and the transferee corporatiol
property and pledged to the payment ofaxes, Interest, and Business Depreciégs owned by the same shareholders; ©
debt service or pledged as collateral faion by Cooperative Housing Corporationvhen a liquidation is followed by the sale
the municipal bond issue are sinkingrenant-Stockholde+If a cooperative of the corporate assets by the shareholde
fund proceeds within the meaning offor housing corporation (CHC), as defined ino another corporation in which such
mer § 1.103-13(g) (issued under formeg§ 216(b)(1), transfers an interest in reahareholders own more than a nomina
§ 103(c)) or replaced proceeds describgatoperty to a corporation (not a CHC) ilamount of the stock (that is, more than 2(
in 8 148(a)(2) (or former § 103(c)-exchange for stock or securities of th@ercent in value).
(2)(B)). transferee corporation, which engages in (24) Section 306.—Dispositions of
(10) Section 162.—Rde or Business commercial activity with respect to theCertain Stock.—Whether the distribution
Expenses.—Whether the requisite riskeal property interest transferred, whethesr disposition or redemption of “section
shifting and risk distribution necessary tdi) the income of the transferee corpora306 stock” in a closely held corporation is
constitute insurance are present for-pution derived from the commercial activity in pursuance of a plan having as one of it
poses of determining the deductibilityand (ii) any cash or property (attributablgrincipal purposes the avoidance of-fed
under § 162 of amounts paid (premiumso the real property interest transferredgral income taxes within the meaning of
by a taxpayer for insurance, unless thdistributed by the transferee corporatiog 306(b)(4).
facts of the transaction are within theo the CHC will be considered as gross in (25) Sections 331 and 332.—See-sec
scope of RevRul. 78-338, 1978-2 C.B.come of the CHC for the purpose of detettion 4.01(23), above.
107, or RevRul. 77-316, 1977-2 C.B. 53.mining whether 80 percent or more of the (26) Sections 331 and 346(a).—Gain ol
(11) Sections 162 and 262.+ade or gross income of the CHC is derived fronLoss to Shareholders in Corporate Liqui
Business Expenses; Personal, Living, aneénant-stockholders within the meaning oflations.—The tax &kct of the liquidation

Family Expenses.—Whether expense§ 216(b)(1)(D). of a corporation by a series of distribu

are nondeductible commuting expenses, (19) Section 262.—See sectiortions, when the distributions in liquida

except for situations governed by Rew.01(11), above. tion are to be made over a period in ex

Rul. 90-23, 1990-1 C.B. 28. (20) Section 265(a)(2).—Expenses andess of 3 years from the adoption of the
(12) Section 163.—See section 4.01(3)nterest Relating tarax-Exempt In  plan of liquidation.

above. come.—Whether indebtedness is incurred (27) Section 341.—Collapsible Corpo
(13) Section 167.—Depreciation. or continued to purchase or carry obligarations.—Whether a corporation will be
() Useful lives of assets. tions the interest on which is wholly -ex considered to be a “collapsible corpora
(i) Depreciation rates. empt from the taxes imposed by subtitléon,” that is, whether it was “formed or
(i) Salvage value of assets. A. availed of” with the view of certain tax

(14) Sections 167 and 168.—Deprecia (21) Section 302.—Distributions in Re consequences. Howeyeuling requests
tion; Accelerated Cost Recovery Sysdemption of Stock.—The taxfett of the will be considered on this matter when the
tem.—Application of those sectionsredemption of stock for notes, when thenterprise (i) has been in existence for &
where the formal ownership of property ipayments on the notes are to be madeast 20 years or has clearly demonstrate



that it has realized two-thirds of the taxable (33) Section 355.—Distribution of and OthersTreated as Substantial Own
income to be derived from the manufaeturStock and Securities of a Controlled €Corers.—In a nonqualified, unfunded de
ing, constructing, producing, or purchasingporation.—Whether a distribution offerred compensation arrangement de
of property as stated in § 341(b)(1)(A) ansgtock or securities is described in &cribed in RevProc. 92-64, the tax
as described in ReRul. 72-48, 1972-1 355(a)(1) when the gross assets of thebnsequences of the use of a trust, oth
C.B. 102; (ii) has had an aggregate chandeades or businesses relied on to satistfian the model trust described in that-rev
in the shareholdersiterests of not more the active trade or business requiremeehue procedure.

than 10 percent during that period (excepif 8 355(b) will have a fair market value (41) Section 816.—Life Insurance
for transfers among family members, athat is less than 5 percent of the total facompany Defined.—Whether the requi
defined in § 267(c)(4), or redemptions ofMmarket value of the gross assets of thgte risk shifting and risk distribution nec
stock to pay death taxes pursuant to § 303)@rporation directly conducting the tradegssary to constitute insurance are prese
and (iii) has conducted substantially th@" businessesThe Service may rule thatfor purposes of determining if a company
same trade or business during that periote trades or businesses satisfy the actiygan “insurance company” under § 1.801-
The period referred to in (i) and (jii) abovetrade or business requirement of § 355(1a), unless the facts of the transaction al
is the lesser of 20 years of corporate exid it can establish that, based on all the relyithin the scope of RewRul. 78-338,
tence or the period in which the enterprisvant facts and circumstances, the tradg$7g—» c.B. 107, or ReRul. 77-316,
has realized two-thirds of the taxable in®F businesses are nde minimiscom 19772 C.B. 53.

come from activities specified in § 341(b) Pared with the other assets or activities of (42) Section 1502.—Regulations.—

(1)(A). the corporation and its subsidiaries. Whether a parent cooperative housing col
(28) Section 346(a).—See section (34) Section 441(j).—dxableYear of 5 ati0n (as defined in § 216(b)(1)) will be

4.01(23), above. Personal Service Corporations.—q mitted to file a consolidated income tay
(29) Section 346(a).—See sectioff/hether the principal activity of the tx 1oy, m with its transferee subsidiaif/the

4.01(26), above. payer during the testing period for the"["“Xtransferee engages in commercial activit

(30) Section 351.—hAnsfer to Corpo able year is the performance of personq\llith respect to the real property interes

ration Controlled bylransferor—The tax Z?_r\éicis .\.Nithin the meaning of § 1'4417[ransferred to it by the parent.

effect of the transfer when part of the eon (). . - (43) Section 2055.—&nsfers for Pub

; : : (35) Section 448(d)(2)(A).—Limita | : .

sideration received by the transferorscoqi non U f Cash Method Atcount lic, Charitable, and Religious Uses.—
sists of an instrument that is a bond,° ) on Lise ol L.ash Vetnod etcou Whether a transfer to a pooled income
ing; Qualified Personal Service Corpora

debenture, or any other evidence of N on — Whether 95 percent or more of théund described in § 642(c)(5) qualifies for

%Fne spent by emplovees of the corpora charitable deduction under § 2055(e)
mination as to whether the “indebtedness[. pent by employ : P .12)(A).
ion, serving in their capacity as such, i

is properly classified as debt or equity i%evoted to the performance of service (44) Section 2055.—ansfers for Pub
required in order to establish that the r&yvithin the meaning of § 1_448_ﬁc, Charitable, and Religious Uses.—
quirements of § 351 are met. 1T(e)(4)(i). Whether a transfer to a charitable remain
(31) Section 351.—Ansfer to Corpo (36) Section 451.—General Rule 1Eorder trust described in 8 664 that provide
ration Controlled byTransferor— TaxableYear of Inclusion.—The tax cen for annuity or unitrust payments for one ol
Whether § 351 applies to the transfer °§equences of a nonqualified deferrelyvo measuring lives qualifies for a charita
an interest in real property by a COOPerg smpensation arrangement using gle deduction under § 2055(e)(2)(A).
tive housing corporation (as described "@rantor trust where the trust fails to meet (45) Section 2522.—Charitable and
§ 216(b)(1)) to a corporation in exchanggne requirements of Rewroc. 92—64, Similar Gifts.—Whether a transfer to a
for stock or securities of the transferegggo_o c g 422 pooled income fund described in
corporation, if the transferee engages in (37) Section 584.—Commofirust § 642(c)(5) qualifies for a charitable-de
commercial activity with respect to thegnds.—Whether a common trust fundluction under § 2522(c)(2)(A).
real property interest transferred. plan meets the requirements of § 584. (46) Section 2522.—Charitable and
(32) Section 355.—Distribution of (For § 584 plan drafting guidance, se€imilar Gifts.—Whether a transfer to a
Stock and Securities of a Controlled €orRey, Proc. 92-51, 1992-1 C.B. 988.)  charitable remainder trust described ir
poration.—Whether the active business (38) Section 642.—Special Rules fo 664 that provides for annuity or unitrust
requirement of § 355(b) is met whencredits and Deductions; Pooled Incom@ayments for one or two measuring lives
within the 5-year period described in §und.—Whether a pooled income fundjualifies for a charitable deduction unde
355(b)(2)(B), a distributing corporationsatisfies the requirements described i 2522(c)(2)(A).
acquired control of a controlled corperag 642(c)(5). (47) Section 3121.—See section
tion as a result of the distributing corpora (39) Section 664.—Charitable Remain4.01(6), above.
tion transferring cash or other liquid or in der Trusts.—Whether a charitable-re .02 General areas.
active assets to the controlled corporatiomainder trust that provides for annuity or (1) Any matter in which the determina
in a transaction in which gain or loss wasinitrust payments for one or two measuttion requested is primarily one of fact,
not recognized as a result of the transféng lives satisfies the requirements-dee.g, market value of propertpr whether
meeting the requirements of § 351(a) ascribed in § 664. an interest in a corporation is to be treate
§ 368(a)(1)(D). (40) Sections 671 to 679.—Grantorss stock or indebtedness.



(2) Situations where the requested rulevent the taxpayés or related partg’

.05 Sections 101, 761, and 7701.—Def

ing deals with only part of an integratecconsent to disclose relevant informatiomnitions.—Whether in connection with

transaction. Generallya letter ruling will

or to waive protection of bank or cem the transfer of a life insurance policy to ar

not be issued on only part of an integrateshercial secrecy is determined by the-Seunincorporated granization, (i) the ga
transaction. If, howevea part of a trans vice to be indective or of no force and nization will be treated as a partnershig
action falls under a no-rule area, a lettegffect, then the Service may retroactivelyinder 88 761 and 7701, or (ii) the transfe
ruling on other parts of the transactiomescind any ruling rendered in reliance oof the life insurance policy to thegank

may be issued. Before preparing the lettestuch consent.

zation will be exempt from the transfer

ruling request, a taxpayer should call the (8) Questions involving the validity of for-value rules of § 101, when substan
Branch having jurisdiction for the mattershe federal income tax and other taxes stully all of the oganizations assets
on which the taxpayer is seeking a lettejorth in the Code, questions on the authotonsists or will consist of life insurance
ruling to discuss whether a letter rulingty or jurisdiction of the Service to en policies on the lives of the members.

will be issued on part of the transaction. force the Code or collect information, or .06 Section 101.—Certain Death Bene

(3) Situations where two or more itemssimilar matters.
or sub-methods of accounting are interre

. SECTION 5. AREAS UNDER
[ L f -meth
ated two or more items or sub-met| EXTENSIVE STUDY IN WHICH

od; of accountujg are mterrelgted, erdIRULINGS OR DETERMINA TION
narily a letter ruling will not be issued on
. : : . | ETTERS WILL NOT BE ISSUED
a change in accounting method involvin
only one of the items or sub-methods. NTIL THE SERVICE RESOLVES
THE ISSUE THROUGH

4) The tax efflect of any transaction to
be(czznsummated at somila indefinite futurPUBuC’A‘TIO’\l OF A REVENUE
ﬁULING, REVENUE PROCEDURE,

fits.—Whether there has been a transfe
for value for purposes of § 101(a) in situa
tions involving a grantor and a trust when
(i) substantially all of the trust corpus
consists or will consist of insurance poli

cies on the life of the grantor or the
grantofs spouse, (ii) the trustee or any
other person has a power to apply the
trust’s income or corpus to the payment of
premiums on policies of insurance on the

time.
(5) Any matter dealing with the ques REGULATIONS OR OTHERWISE life of the grantor or the granterspouse,

tion of whether property is held primarily 01 Section 61.—Gross Income De (iii) the trustee or any other person has :
for sale to customers in the ordinarfined.—Whether amounts voluntarily de Power to use the trust'assets to make
course of a trade or business. ferred by a taxpayer under a deferredoans to the grantts estate or to purchase

(6) The tax efect of a transaction if any compensation plan maintained by a@ssets from the grantsrestate, and (iv)
part of the transaction is involved initi organization described in § 501 (othethere is a right or power in any person tha
gation among the partiesfedted by the than a plan maintained by an eligible-emwould cause the grantor to be treated a
transaction, except for transactions inployer pursuant to the provisions of g§he owner of all or a portion of the trust
volving bankruptcy re@anizations. 457) are currently includible in the tax under 88 673 to 677.

(7)(a) Situations where the taxpayer opayets gross income. .07 Section 105.—Amounts Received
a related party is domiciled orgamized .02 Sections 61 and 162.—Gross InUnderAccident and Health Plans.—
in a foreign jurisdiction with which the come DefinedTrade or Business Ex Whether a medical reimbursement plan
United States does not have afeefive penses.—The tax consequences with réunded by employer contributions, con
mechanism for obtaining tax informationspect to a salary reduction arrangemei@ining a provision allowing unused
with respect to civil tax examinations andinder which an employee receives and r@mounts to be carried over and accumu
criminal tax investigations, which wouldturns salary amounts to the employetated in an employeg’account qualifies
preclude the Service from obtaining infor (Also §§ 3121, 3306, and 3401.) as an accident and health plan unde
mation located in such jurisdiction that is .03 Section 79.—Groupefm Life In- § 105.
relevant to the analysis or examination ofurance Purchased for Employees.— .08 Section 107.—Rental value of par
the tax issues involved in the ruling-re Whether life insurance provided for em sonages.—Whether amounts distributec
quest. ployees under a “retired lives reserveto a retired minister from a pension or an

(b) The provisions of subsection (a)plan will be considered group-term insurnuity plan should be excludible from the
above shall not apply if the taxpayer or afance. (Also 88§ 61, 72, 83, 101, 162, 264ninister's gross income as a parsonage a
fected related party (i) consents to the disand 641.) lowance under § 107.
closure of all relevant information e .04 Sections 83 and 451.—Property .09 Section 15.—Income of states,
quested by the Service in processing thEransferred in Connection with Perfor municipalities, etc.—The results of trans
ruling request or in the course of an exanmance of Services; General Rule Taix- actions pursuant to a plan or arrangemer
ination in order to verify the accuracy ofable Year of Inclusion.—When compen created by state statute a primary objec
the representations made and to otherwisation is realized by a person who, itive of which is to enable participants to
analyze or examine the tax issues inconnection with the performance of serpay for the costs of a post-secondary-edt
volved in the ruling request, and (ii)vices, is granted a nonstatutory optiomation for themselves or a designated-ber
waives all claims to protection of bank owithout a readily ascertainable fair markegficiary, including: (i) whether the plan or
commercial secrecy laws in the foreigrvalue to purchase stock at a price that errangement, itself, is an entity separat:
jurisdiction with respect to the informa less than the fair market value of the stockom a state and, if so, how the plan o
tion requested by the Service. In then the date the option is granted. arrangement is treated for federal tax-pur



poses; and (ii) whether any contract undeion to be received by the selling corporaheld oil and gas properties or interest:
the plan or arrangement is a debt instrdion or the selling shareholders includetherein; or any similarly held properties or
ment and, if so, how interest or originakn installment obligation of the purchasinterests to a partnership in exchange fc
issue discount attributable to the contradhg entity an interest in the partnership when (i) the
is treated for federal tax purposes. (Also .16 Section 351.—Bnsfer to Corpora contribution is the result of solicitation by
8§ 61, 163, 1275, 2501, and 7701.) tion Controlled byTransfero—Whether promoters, brokers, or investment house:

.10 Section 162.—See section 5.02 351 applies to the transfer of widelyor (ii) the interest in the transferee part
above. held developed or undeveloped real progership is issued in a form designed tc

.11 Section 162.—flade or Business erty or interests therein; widely held oilrender it readily tradable.
Expenses.—Whether payments paid aind gas properties or interests therein; or .22 Section 761.—See section 5.05
accrued by a corporation to an exempt oany similarly held properties or interestébove.
ganization as described in § 501(c)(7) or f a corporation in exchange for shares of -23 Section 1239.—See section 5.15
501(c)(20) are deductible under § 162. stock of such corporation when (i) theabove.

.12 Section 213.—Medical, Dentaltransfer is the result of solicitation by pro .24 Section 2503.—dxable Gifts.—
etc., Expenses.—Whether amounts paishoters, brokers, or investment houses, d¥hether the transfer of property to a trus
for medical insurance (or other medicatlji) the transferee corporatianstock is is Wil be a gift of a present interest in prop
care) extending substantially beyond theued in a form designed to render it read®'ty when (i) the trust corpus consists o

close of the taxable year may be deductey tradable. will consist substantially of insurance
under § 213 in the year of payment, if the .17 Section 451.—See section 5.04p0licies on the life of the grantor or the
conditions of § 213(d)(7) are not satisfiedabove. grantors spouse, (ii) the trustee or any

.13 Section 302(b)(4) and (e).—Re .18 Section 453.—See section 5.15ther person has a power to apply th
demption from Noncorporate Shareholdesbove. trust's income or corpus to the payment o

in Partial Liquidation; Partial Liquidation .19 Section 457.—Deferred CompensaPremiums on policies of insurance on the
Defined.—Whether a deemed surrendefon Plans of State and Local Governlife of the grantor or the grantsrspouse,
of stock as described in ReRul. 90-13, ments andrax-Exempt Oganizations.— (iii) the trustee or any other person has
1990-1 C.B. 65, satisfies the requireThe tax efect of provisions under the POWer to use the trust’assets to make
ments for a redemption, when: Small Business Job Protectidat affect 10ans to the grantts estate or to purchase
() The corporation has outstandingng plans described in § 457Taxpayers aSSets from the grantsrestate, (iv) the
more than one class of stock and there afigay, however still receive rulings on trust beneficiaries have the power to with
priorities as to dividend or liquidating €is § 457 plans based on the law irfeet draw on demand, any additional transfer:
tributions or any other diérences in prior to enactment of the Small Busines§ade to the trust, and (v) there is a righ
stock rights, or Jobs ProtectioAct. or power in any person that would caus
(i) Either under the terms of the stock 20 Section 671.—Tst Income, De the grantor to be treated as the owner
or as established contractualthere are ductions, and Creditattributable to @all or a portion of the trust under 8§ 672
outstanding any rights fekcting the cor  Grantors and Others as Substantial Owk 677.
porations stock, such as, but not limiteders.—Whether the grantor will be consid -25 Section 2514.—Powers Appoint:
to, warrants, options, convertible seeuriered the owner of any portion of a trusent—lIf the beneficiaries of a trust per
ties, shareholder agreements, or rights @fhen (i) substantially all of the trust eor Mit @ power of withdrawal to lapse,
first refusal. pus consists or will consist of insurancévhether § 2514(e) will be applicable to
.14 Section 306(b)(4).—&nsactions policies on the life of the grantor or theeach beneficiary in regard to the powe
Not in Avoidance.—Whether § 306(b)(4)grantofs spouse, (ii) the trustee or anyvhen (i) the trust corpus consists or will
applies to the distribution and dispositiorbther person has a power to apply theonsist substantially of insurance policies
or redemption of “section 306 stock” thatrust's income or corpus to the payment o®n the life of the grantor or the graritor
is subject to mandatory redemption. premiums on policies of insurance on th&pouse, (i) the trustee or any other perso
.15 Sections 331, 453, and 1239.—Thgfe of the grantor or the grantsrspouse, has a power to apply the tristhcome or
Tax Effects of Installment Sales of Prop (jii) the trustee or any other person has @orpus to the payment of premiums or
erty Between Entities with Commonpower to use the trust'assets to makepolicies of insurance on the life of the
Ownership.—The tax dcts of a transac loans to the grantés estate or to purchasegrantor or the grantts spouse, (iii) the
tion in which there is a transfer of prop assets from the granterestate, and (iv) trustee or any other person has a power
erty by a corporation to a partnership othere is a right or power in any person thatse the trus¢ assets to make loans to the
other noncorporate entity (or the transfewould cause the grantor to be treated gantors estate or to purchase assets frol
of stock to such entity followed by a liqui the owner of all or a portion of the trusthe grantois estate, (iv) the trust benefi
dation of the corporation) when more thamnder 8§ 673 to 677. ciaries have the power to withdraan
a nominal amount of the stock of such .21 Section 721.—Nonrecognition ofdemand, any additional transfers made t
corporation and the capital or beneficiaGain or Loss on Contribution.—Whetherthe trust, and (v) there is a right or powe|
interests in the purchasing entity (that is§ 721 applies to the contribution ofin any person that would cause the grantc
more than 20 percent in value) is ownedidely held developed or undevelopedo be treated as the owner of all or a-pot
by the same persons, and the considenagal property or interests therein; widelytion of the trust under 88 673 to 677.



.26 Section 2601.—ax Imposed.— |.R.B. 18 (applies to the changes in methtions seeking reconsolidation within the
Whether a trust that is excepted from theds of accounting that are described in the-year period specified in § 1504¢a)
application of the generation-skippingAppendix of Rev Proc. 97-37 involving (3)(A)); 90-39, 1990-2 C.B. 365 (certain
transfer tax because it was irrevocable o®8 162, 167, 168, 197, 263, 263A, 446affiliated groups of corporations seeking,
September 25, 1985, will lose its excepted54, 455, 461, 471, 472, 585, 1273, antdr earnings and profits determinations, to
status if the situs of the trust is changeti281); 97-30, 1997-1 C.B. 702 (taxpaymake an election or a change in their
from the United States to a situs outsiders seeking to elect general asset accoumethod of allocating the grougtonsoh
of the United States. under § 168(i)(4) for depreciable propertylated federal income tax liability); and

.27 Sections 3121, 3306, and 3401.-placed in service in prior years, electior9-56, 1989-2 C.B. 643 (certairfidhted
Definitions; EmploymenTaxes.—Who is available only for a taxpayesr taxable groups of corporations seeking to file a
the employer of an “employee-owner” agear ending in 1996 or 1997); ReéRroc. consolidated return where member(s) of

defined in § 269A(b)(2). 97-18, 1997-1 C.B. 642 (certain bankthe group use a 52-53 week taxable year)
.28 Section 7701.—See section 5.05%eeking to change from the § 585 resery,
above. method to the § 166 specific charof SECTION 7. EFFECT ON OTHER

29 Section 7701.—Definitions.—Themethod for bad debts so as to be able for~ cUE PROCEDURES

classification of separately tradable- inelect S corporation status for the first-tax Rev Procs. 97-3 and 97-53 are super
struments that are issued by a corporaticible year beginning after December 3leded.

as a unit, the components of which collec1996); RevProc. 97-10, 1997-1 C.B. 628

tively contain the attributes of stock. (taxpayers seeking to change the classifPECTION 8. PAPERWORK

cation under § 168 of a retail motor fueREDUCTION ACT

outlet placed in service befofaigust 20,
1996, procedures available only for a-ta
payefs taxable year that includésigust

SECTION 6. AREAS COVERED BY

AUTOMATIC APPROVAL The collections of information cen

PROCEDURES INWHICH *ained in this revenue procedure have
RULINGS WILL NOT ORDINARIL Y i been reviewed and approved by the Of
BE ISSUED 20, 1996; Revproc. 9267, 1992-2 C.B.ficq of Management and Budget in accor

429 (cer.tain taxpayers Withlone Or MOBance with the Paperwork Reductiaat
.01 Section 442.—Change ahnual market discount bonds seeking to make @, ) 5 c. § 3507) under control number

Accounting Period.—All situations where8 1278(b) election or a constant interesfs45_1502
the Service has provided an administrgate election). An agency may not conduct or sponsor
tive procedure for obtaining a change in -03 Section 461.—General Rule foryng 4 person is not required to respond tc
annual accounting periodSeeRev. TaxableYear of Deduction.—All situa 5 cojiection of information unless the <ol
Procs. 92-13, 1992-1 C.B. 665 (as modfions where the Service has provided aRtion of information displays a valid
fied by Rev Proc. 94-12, 1994-1 C.B.administrative procedure for making of.qntrol number
565, and as modified and amplified byevoking an election under § 463ee  The collections of information in this
Rev Proc. 92-13A, 1992-1 C.B. 668)Rev. Procs. 92-29, 1992-1 C.B. 74§eyenue procedure are in sections
(certain corporations that have nofdealing with the use of an alternative; 91(22), (24), (25), (27), and (28),
changed their accounting period withirmethod for including in basis the esti3 92(1) and (3), 4.01(27), and 4.02(1) anc
the prior 6 calendar years or other specinated cost of certain common impreve(7)p).
fied time); 87-32, 1987-2 C.B. 396, agnents in a real estate development); and Thjs information is required to evaluate
modified by § 301.9100-3(partnership, 92-28, 1992-1 C.B. 745, as amplified byyhether the request for a letter ruling or
S corporation, or personal service coerpdRev Proc. 94-32, 1994-1 C.B. 627 (dealgetermination letter is not covered by the
ration seeking a natural business year ¢tg with ratable accrual of real propertyprovisions of this revenue proceduiéne
an ownership taxable year); 68—41, 1968taxes). collections of information are required to
2 C.B. 943 (as modified by ReProc. .04 Section 1362.—Election; Revecapbtain a letter ruling or determination-let
81-40, 1981-2 C.B. 604) (trusts held byion; Termination.—All situations in ter. The likely respondents are business
certain fiduciaries needing a workloadvhich an S corporation qualifies for auto or other forprofit institutions.
spread); and 66-50, 1966—2 C.B. 126Matic inadvertent termination relief under The estimated total annual reporting
(as modified by RevProc. 81-40) (indi Rev Proc. 94-23, 1994-1 C.B. 609, angénd/or recording burden is 90 hours.
vidual seeking a calendar year). all situations in which a corporation qual The estimated annual burden per re
.02 Section 446.—General Rule foifies for automatic late S corporation elecspondent/recordkeeper varies from 15
Methods ofAccounting.—All situations tion relief under RevProc. 97-48, minutes to 3 hours, depending on individ
where the Service has provided an admii997-43 |.R.B. 19. ual circumstances, with an estimated av
istrative procedure for obtaining a change .05 Sections 1502, 1504, and 1552.—erage burden of 2 hoursThe estimated
in method of accountingSeeRev. Procs. Regulations; Definitions; Earnings anchumber of respondents and/or record
97-43, 1997-39 |.R.B. 12 (certain tax Profits.—All situations where the Servicekeepers is 45.
payers required to change their method dfas provided an administrative procedure The estimated annual frequency of re
accounting to comply with elections outfor obtaining waivers or consents on eonsponses is on occasion.
of certain exemptions from dealer statusolidated return issuesSeeRev. Procs. Books or records relating to a collec
for purposes of § 475); 97-37, 1997-380-53, 1990-2 C.B. 636 (certain corporation of information must be retained as



long as their contents may become mateDRAFTING INFORMA TION rate). For further information about this
ial in the administration of any internal Lo ) revenue procedure, please contact M
revenue law Generally tax returns and 1 "€ Principal author of this revenuep,npry at (202) 622-7750 (not a toll-

tax return information are confidential, arocedure is Michael Danbury of the-Of graq ¢,
required by § 6103. fice of Assistant Chief Counsel (Corpo




