
like-kind exchange of, or as a result of an
involuntary conversion of, MACRS prop-
erty, the Service is aware that taxpayers
are depreciating this acquired property ei-
ther (i) in the manner set out in this notice
consistent with §1.168–5(f) of the pro-
posed Income Tax Regulations, published
in the Federal Register on February 16,
1984 (49 Fed. Reg. 5940), under former §
168 (ACRS); or (ii) as newly purchased
MACRS property.  The Service will allow
a taxpayer to continue to use its present
method of depreciating the acquired prop-
erty and will treat these methods as allow-
able methods of depreciation.  However, a
taxpayer presently treating the acquired
property as newly purchased MACRS
property may change to treating the prop-
erty under the principles in this notice,
provided the property has been treated by
the taxpayer as acquired in a § 1031 like-
kind exchange or § 1033 involuntary con-
version and the change is made for the
first or second taxable year ending after
January 3, 2000.

CHANGE IN METHOD OF
ACCOUNTING

A change from treating MACRS prop-
erty acquired in a § 1031 like-kind ex-
change or § 1033 involuntary conversion
as newly purchased MACRS property to
treating the property under the principles
of this notice is a change in method of ac-
counting to which the provisions of § 446
and § 481 and the regulations thereunder
apply.  A taxpayer changing its method of
accounting for the acquired MACRS
property must follow the automatic
change in accounting method provisions
of Rev. Proc. 99–49, 1999–52 I.R.B. 725,
provided the taxpayer makes the change
in method of accounting for the first or
second taxable year ending after January
3, 2000, and takes into account any neces-
sary § 481(a) adjustment in accordance
with the provisions of Rev. Proc. 99–49.
The scope limitations in section 4.02 of
Rev. Proc. 99–49 do not apply to the tax-
payer.  However, if the taxpayer is under
examination, before an appeals office, or
before a federal court, the taxpayer must
provide a copy of the Form 3115, Appli-
cation for Change in Accounting Method,
to the examining agent(s), appeals officer,
or counsel for the government, as appro-
priate, at the same time that the taxpayer
files the copy of the Form 3115 with the

Penalty Relief for Certain
Taxpayers Affected by Section
571 of the Tax Relief Extension
Act of 1999 

Notice 2000–5

PURPOSE

This notice informs taxpayers of
penalty relief available for certain corpo-
rate taxpayers whose December 15, 1999,

estimated tax installment is affected by §
571 of  the Tax Relief Extension Act of
1999, P.L. 106–170 (“the Act”).  The no-
tice provides specific procedures for these
taxpayers to follow in order to qualify for
the penalty relief.

BACKGROUND

Section 571 of the Act amends § 6655
of the Internal Revenue Code by adding
new subsection (e)(5).  This subsection
provides that any dividend that is received
from a closely-held real estate investment
trust by any person that owns (after appli-
cation of § 856(d)(5)) 10 percent or more
(by vote or value) of the stock or benefi-
cial interests in the trust will be taken into
account in computing annualized income
tax installments under § 6655(e)(2) in a
manner similar to the manner under
which partnership income inclusions are
taken into account.  The statute also refer-
ences attribution under § 856(l)(3)(B).
This reference is erroneous and presum-
ably will be the subject of a technical cor-
rection.  For the purposes of § 6655(e)(5),
the term “closely-held real estate invest-
ment trust” means a real estate investment
trust with respect to which five or fewer
persons own (after application of §
856(d)(5)) 50 percent or more (by vote or
value) of the stock or beneficial interests
in the trust.  The amendment made by §
571 of the Act applies to estimated tax
payments due on or after December 15,
1999.   

RETROACTIVE EFFECT OF SECTION
571 OF THE ACT

The President signed the Act into law
on December 17, 1999.  As a result, § 571
of the Act retroactively applies to esti-
mated tax installment payments due on
December 15, 1999, by those corporate
taxpayers that employ the annualization
method to calculate quarterly estimated
tax installment payments.  Those taxpay-
ers may have used the law in effect on
December 15, 1999, to calculate their es-
timated tax installment due on that date.
The retroactive application of § 571 of the
Act may result in those taxpayers under-
paying their installment due on December
15, 1999.  If so, those taxpayers may be
subject to an addition to tax under § 6655
of the Code.   
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In a situation in which the amendment
made by § 571 of the Act creates or in-
creases an underpayment for the quarterly
estimated tax installment due on Decem-
ber 15, 1999, the Service will not assess
or will abate any addition to tax resulting
from the change in law to the extent that
the taxpayer, on or before January 13,
2000, makes a deposit sufficient to satisfy
such underpayment using either Form
8109, Federal Tax Deposit Coupon, or the
Electronic Federal Tax Payment System
(EFTPS) if the taxpayer is required to de-
posit electronically or chooses to do so
voluntarily.  The taxpayer must designate
that the deposit is for the taxpayer’s esti-
mated tax installment due December 15,
1999.  Further, the taxpayer’s 1999 Form
2220, Underpayment of Estimated Tax by
Corporations, should clearly state across
the top “Penalty Relief Under Notice
2000–5.”

If a taxpayer that makes a deposit as
described above and receives a notice im-
posing an addition to tax based on an un-
derpayment of the estimated tax for the
installment due on December 15, 1999,
and the underpayment relates to the
change to the law by § 571 of the Act, the
taxpayer should contact the IRS office is-
suing the notice and request abatement of
the addition to tax based on the provisions
in this notice.       

DRAFTING INFORMATION

The principal author of this notice is
Robert A. Desilets, Jr. of the Office of As-
sistant Chief Counsel (Income Tax and
Accounting).  For further information re-
garding this notice contact Robert A. De-
silets, Jr. at (202) 622-4910 (not a toll-free
call).

Returns of Information of
Brokers and Barter Exchanges

Notice 2000–6

PURPOSE

This notice provides that, pending the
issuance of new regulations by the Inter-
nal Revenue Service (Service) and the
Treasury Department, a barter exchange
is not required under § 6045 of the Inter-
nal Revenue Code to report exchanges in-

volving property or services with a fair
market value of less than $1.00.  This no-
tice also invites comments on information
reporting issues under § 6045 relating to
barter exchanges in connection with the
new regulations. 

BACKGROUND

Section 6045 and the regulations there-
under generally require a barter exchange
to make a return of information with re-
spect to exchanges of personal property or
services through the barter exchange dur-
ing the calendar year among its members
or clients or between such persons and the
barter exchange.  Section 1.6045-1(a)(4)
of the Income Tax Regulations defines a
barter exchange generally to include any
person with members or clients that con-
tract either with each other or with such
person to trade or barter property or ser-
vices either directly or through such per-
son.  However, a barter exchange through
which there are fewer than 100 exchanges
during the calendar year generally is ex-
empt from reporting for, or making a re-
turn of information with respect to, ex-
changes during such calendar year.
Section 1.6045–1(e)(2)(ii). 

Section 1.6045–1(f)(2) generally re-
quires a barter exchange to make returns
of information on a transactional basis.
Under this provision, the barter exchange
must show on Form 1099–B, Proceeds
From Broker and Barter Exchange Trans-
actions, the name, address, and taxpayer
identification number of each member or
client providing property or services in
the exchange, the property or services
provided, the amount received by the
member or client for such property or ser-
vices, the date on which the exchange oc-
curred, and such other information re-
quired by Form 1099, in the form,
manner, and number of copies required by
Form 1099.  However, as to each corpo-
rate member or client (as defined in the
regulations) providing property or ser-
vices in an exchange for which a return of
information is required, the regulations
allow the barter exchange to report based
on an aggregate basis, rather than on a
transactional basis, for the reporting pe-
riod.

The Treasury Department and the Ser-
vice have become aware of a growing
number of barter exchanges that, through
the use of electronic or Internet services,

engage in millions of transactions daily
involving property or services with very
low fair market values.  In these situa-
tions, the barter exchange reporting re-
quirements under § 6045 may impose
burdens on the barter exchange that out-
weigh the benefits of the information col-
lected on Forms 1099–B.  Accordingly,
the Treasury Department and the Service
are studying barter exchange issues with a
view to proposing new regulations re-
garding the information reporting respon-
sibilities of the exchanges.

DE MINIMIS EXCEPTION

A barter exchange is not required to
provide an information return with re-
spect to an exchange of property or ser-
vices if the fair market value of the prop-
erty or services received in that exchange
is less than $1.00.

This exception applies with respect to
information returns that would otherwise
be due on or after January 5, 2000, and
before new regulations are issued ad-
dressing the information reporting re-
sponsibilities of barter exchanges.  With
respect to information returns that were
due before January 5, 2000, the Service
will not impose penalties under §§ 6721
and 6722 on a barter exchange for its fail-
ure to file the returns or furnish payee
statements with respect to exchanges that
meet the criteria of the de minimisexcep-
tion above.

REQUEST FOR COMMENTS

The Treasury Department and the Ser-
vice invite comments on this notice and
on other information reporting issues re-
lating to barter exchanges in connection
with the future regulations.  In particular,
comments are requested concerning other
means of reducing the reporting burden
on barter exchanges, such as:

(1) Whether the regulations should pro-
vide an exception to the reporting re-
quirements for cases in which the fair
market value of property or services re-
ceived by the member or client falls
below a de minimistransactional
threshold (such as that described in this
notice) but only if the total fair market
value of property or services received
by the member or client during a calen-
dar year does not exceed an aggregate
threshold.
(2) Whether the regulations should
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