Part Ill. Administrative, Procedural, and Miscellaneous

Qualified State Tuition Programs qualified State tuition program, with- written comments by December 31,
) out regard to whether the require-1996, to: CC:DOM:CORP:R (Notice
Notice 96-58 ments of a qualified State tuition 96-58), Room 5226, Internal Revenue

program are satisfied with respect tcService, POB 7604, Ben Franklin Sta-
such contributions and earnings. . . tion, Washington, DC 20044. Submis-
R. Conf. Rep. No. 737, 104th Cong.,sions may be hand-delivered between
2d Sess. 282 (1996). (Conference Rehe hours of 8 a.m. and 5 p.m. to:
port). The Internal Revenue Service willCC:DOM:CORP:R (Notice 96-58),

: ot assert income tax liability against aCourier’s Desk, Internal Revenue Ser-
rser%eaﬂtléues?ﬁgidJSg Iifgttcle(z:rt]ioln&z\ito;thb tate tuition program for any periqdvice, 1111 Constitution Avenue, NW,
L. 104-188 (the “Act”). The notice ’also before the program meets the requireWashington, DC. Alternatively, taxpay-
j . ments of § 529 if the program qualifiesers may submit comments electronically
for the transition rule. via the Internet directly to the IRS in-
. . Section 529(c)(3)(A) and (B) providesternet site at http://www.irs.ustreas.gov/

Section 529 provides tax-exempt Stagna any distribution made by or benefitprod/tax_regs/comments.html.

tus to “qualified State tuition Pro- ¢ nished in-kind under a qualified State For further information concerning
grams,” meaning programs eStabl'She%ition program shall be includible in this notice contact Monice Rosenbaum
and maintained by a State (or agency Ao gross income of the distributee inof the Office of Associate Chief Counsel
instrumentality _ thereof) under whichy,o anner as provided under § 72, t¢Employee Benefits and Exempt Organi-
persons may (1) purchase tuition credit e extent not excluded from gross inzations) at (202) 622-6070 (not a toll
or cer_tlflcates on behalf of a _d(_aSIgnate ome under any other provision. free call).
beneficiary entitling the beneficiary 10 a "getion 529(d) authorizes the Internal
waiver or payment of qualified higher poyenye Service to require qualifiednterim Guidance on Sections 877
education expenses of the beneficiary, Etate tuition programs to file informa- 1494 6039F. and 6048 ,

This notice provides guidance regard-
ing certain reporting requirements anq_|
the transition rules applicable to “quali- ,
fied State tuition programs” described in
§ 529 of the Internal Revenue Code

solicits comments from the public on
section 529.

(2) contribute to an account establishedf,, “ororts for education furnished to
for the sole purpose of meeting qualifie

) ! eneficiaries or distributions made toNotice 96-60
higher education expenses of the desigr,ividuals during any calendar year.

nated beneficiary of the account. Any reporting requirements promulgated This notice provides guidance for tax-

Under § 529, qualified State tuition ynder § 529(d) would apply in lieu of Payers affected by the penalty provision
programs also must meet requirementgny other reporting requirement for 0 Section 1494 and the filing require-
relating to contributions, refunds, andsrogram that may apply with respect tgments of section 6048(a) of the Internal
maintenance of separate accounts fGpformation returns or payee statement&€venue Code (“Code”), as amended
each designated beneficiary of the progn distributions. y the Small Business Job Protection
gram. In addition, the program must The Internal Revenue Service is curf\Ct Of 1996 (“SBJPA’). This notice
prohibit investment direction by con-rently developing reporting requirements2|SC Pprovides guidance for taxpayers
tributors or beneficiaries, the pledge ofnger § 529(d). However, because thigﬂ‘ecteq by the ruling request provision
assignment of any interest in the projegisiation was enacted late in the yeaf! S€ction 877 of the Code, as amended
gram as security for a loan, and excesgnd because States are expected to neEi‘i the Health Insurance Portability and
contributions. time to implement appropriate record-\ccountability Act of 1996 (*HIPAA),

In general, § 529 is effective for keeping, reporting will not be requireda”d the |nfor_mat|on reporting require-
taxable years ending after August 20for any distribution made by, or benefitMents of section 6039F of the Code, as
1996, the date of enactment. Howevefurnished in-kind under, a qualified 2dded by HIPAAL

the Act includes a transition rule provid-State tuition program prior to 1998. In
ing that if addition, the Internal Revenue Service —KCROUND
(1) a State maintains (on the date ofvill not assess penalties against plan Section 877, as amended by HIPAA,
enactment) a program under whichadministrators who do not file informa- generally provides that a former U.S.
persons may purchase tuition credit$ion returns or provide payee statementsitizen who renounces his citizenship
on behalf of, or make contributionson distributions made during 1997 andafter February 5, 1995, or a former
for educational expenses of, a desigprior years. long-term lawful permanent resident
nated beneficiary, and (2) such pro- . who ceases to be taxed as a lawful
gram meets the requirements of %it(e:é)mments on Future Guidance In'permanent resident after that date, who
qualified State tuition program before had as a principal purpose for such
the later of (a) one year after the date The Internal Revenue Service invitegenunciation or cessation the avoidance
of enactment, or (b) the first day ofcomments on § 529, including the re-of U.S. taxes, will be taxed on all of his
the first calendar quarter after thequirements for reporting distributionsU.S. source income for the succeeding
close of the first regular session ofmade by qualified State tuition pro-10-year period. An individual who meets
the State legislature that begins aftegrams, the requirements for qualificatiora tax liability or net worth test is
the date of enactment, then the proviand operation of these programs, andthe
sions of the...[Act] will apply to con- treatment for federal tax purposes of rhere are currently two provisions of the Code
tributions (and earnings allocabledistributions made by these programsgoezggstgdteﬁrﬁ‘gg}'i’&fgg%ﬁ ;hﬁ”ff\;"'tcoe rg‘éigfjs
thereto) made before the date th&hese comments will be considered ifgnate section 6039F of the Code, as added by
program meets the requirements of drafting future guidance. Please sendiPAA, as section 6039G.
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considered to be tax motivated. Adays after the issuance of that guidancelebtors held by foreign branches of U.S.
former citizen who satisfies certain cri-Any such ruling request, information financial institutions. Section 1.6050P—
teria will not be subject to these tests ifstatement, or information return submit-1(d)(4)(ii) identifies the criteria that
he submits a ruling request within oneted within the time period set forth in must be met in order to treat indebted-
year of renunciation of U.S. citizenshipthe forthcoming guidance will be con-ness held by a foreign branch of a U.S.
for a determination by the Secretary asidered filed in a timely manner. Infinancial institution as being within the
to whether such renunciation had as onaddition, no penalty will be imposedscope of the reserved guidance.
of its principal purposes the avoidanceunder section 1494(c) if a return re- The preamble to the final regulations
of U.S. taxes. However, the statute proguired with respect to a section 149lstates, in part, that “the IRS and Trea-
vides that in no event will this one-yeartransfer is filed no later than 60 dayssury are continuing to study the issue of
period expire before November 19, 1996Gfter the issuance of the forthcomingwhether reporting is necessary in the
(the date that is 90 days after theguidance (or such later date specified ikase of foreign debtors whose debt is
enactment of HIPAA). that guidance). discharged by foreign branches of U.S.
Section 6039F, as added by HIPAA, The principal author of this notice is financial institutions. Accordingly, pend-
requires each individual who relin-Michael Kirsch of the Office of the ing the issuance of further guidance, no
quishes U.S. citizenship after Februaryssociate Chief Counsel (International)penalties will be imposed if an appli-
5, 1995, to provide an information statefor further information regarding sec-cable financial entity fails to report a
ment to the U.S. Department of State, dions 877 or 6039F, contact Michaeldischarge of indebtedness of a foreign
diplomatic or consular officer of the Kirsch or Trina Dang, for information debtor by a foreign branch of the en-
United States, or a federal court at theegarding section 1494 contact Wendyity.”
time of expatriation. Any individual who Stanley, and for information regarding After issuance of the final regulations,
ceases to be taxed as a lawful permzsection 6048 contact Leslie Cracraftcommentators requested that the penalty
nent resident after February 5, 1995Fach of these individuals may berelief described in the preamble to the
must provide a similar information state-reached at (202) 622-3860 (not a tollfinal regulations also apply to indebted-

ment with his U.S. tax return for thatfree call). ness held by foreign offices or branches
year. However, the statute provides that of foreign financial institutions that are
in no event will this information state- | ¢0-mation Reporting for applicable financial entities under
ment be required to be filed beforeDischarges of Indebtedness: 8 6050P(c)(2)(C).
November 19, 1996. Waiver of Penalties in Certain The Internal Revenue Service has
Section 1491 generally imposes amjrcumstances for Foreign determined that, pending the issuance of
excise tax on the transfer of property byinancial Entities further guidance, the relief granted in
a U.S. person to a foreign corporation as the preamble should be extended, as
paid-in surplus or as a contribution toNotice 96-61 suggested by commentators. To accom-

capital, to a foreign estate or trust, or to , . lish this, the regulations will be
a foreign partnership. Current regula- 1hiS notice extends the scope of th‘gmended to delete the word “U.S.”
tions under section 1494 require a U.SPenalty relief granted in the preamble G, the heading of § 1.6050P—1(d)(4)
transferor to file a return on the dateth® final Income Tax Regulations underyng the introductory text in § 1.6050P—
such a transfer is made. Section 1494(cf 6050P of the Internal Revenue COda(d)(4)(ii). Furthermore, no penalties
as added by SBJPA, imposes a penaltyg/ating to the reporting of discharges of i he imposed if a foreign office or
for the failure to file a required return Ndebtedness (61 F.R. 262, January 4anch of a foreign applicable financial
with respect to any transfer described ir4-996)'_ i i . entity fails to report a discharge of
section 1491 that occurs after August Section 6050P requires an information,yehtedness of a foreign debtor de-
20, 1996 (the date of enactment of€turn to be filed by an applicable entity,gorined in § 1.6050P—1(d)(4)(ii) after
SBJPA). including an applicable financial entlty!%;iving effect to the preceding sentence.
Section 6048(a), as amended b)‘/Nh'Ch discharges the indebtedness o The principal author of this notice is

SBJPA, generally requires any U.S. per‘-'me person if the amount discharged i%haron Hall of the Office of Assistant
Chief Counsel (Income Tax and Ac-

son who transfers property to a foreigrﬁ%oo ct)rr1 rtnore. Seﬁtiogl 6?50'3(9)('2) Ff[(f'

trust after August 20, 1996, to file anY!des that an appiicabie hnancial en Iycounting). For further information re-
information return. The statute providedncludes any financial institution de- o yino"ihis notice, contact Ms. Hall on
that this return must be filed no laterScribed in 8 581 or 591(a), any credit ’ !

. d h i hi h(202)622—4930 (not a toll-free call).
than 90 days after the transfer (or suclynon, and any other corporation whic
later date as the Secretary may pre'-

s a direct or indirect subsidiary of such
: entity but only if, by virtue of being o
scribe). affiliated with the entity, the corporation éﬂggtsitﬁ?g Iltgfrr::lsf)ggggsmgans on
INTERIM GUIDANCE is subject to supervision and examinas
tion by a Federal or State agency whicl\gtice 96-62
The Service intends to issue detailedegulates such other entities.
guidance in these areas before the end Section 1.6050P-1(d) of the regula- This notice informs payors who are
of 1996. The forthcoming guidance will tions provides certain exceptions fronrequired to report certain payments on
not require the submission of a rulingthe reporting requirements. SectiorForm 1099 that the Service intends to
request under section 877, an informal.6050P-1(d)(4) reserves guidance as iesue regulations permitting these payors
tion statement under section 6039F, othe circumstances under which the reto use certain logos and identifying
an information return under sectionporting requirements will not apply to slogans on substitute Forms 1099 re-
6048(a) before a date that is at least 6€he discharge of indebtedness of foreigguired to be furnished to payees after
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