
§1.1017–1 Basis reductions following a
discharge of indebtedness.

* * * * *

(f) * * * 
(2) * * * 
(iv) Partner’s share of partnership

basis—(A) In general. For purposes of
this paragraph (f), a partner’s proportion-
ate share of the partnership’s basis in de-
preciable property (or depreciable real
property) is equal to the sum of—

(1) The partner’s section 743(b) basis
adjustments to items of partnership depre-
ciable property (or depreciable real prop-
erty); and 

(2) The common basis depreciation de-
ductions (but not including remedial allo-
cations of depreciation deductions under
§1.704–3(d)) that, under the terms of the
partnership agreement, are reasonably ex-
pected to be allocated to the partner over
the property’s remaining useful life.  The
assumptions made by a partnership in de-
termining the reasonably expected alloca-
tion of depreciation deductions must be
consistent for each partner.  For example,
a partnership may not treat the same de-
preciation deductions as being reasonably
expected by more than one partner.

(B) Effective date. This paragraph
(f)(2)(iv) applies to elections made under
sections 108(b)(5) and 108(c) on or after
the date the regulations are published as
final regulations in the Federal Register.

(v) Treatment of basis reduction—(A)
Basis adjustment. The amount of the re-
duction to the basis of depreciable part-
nership property constitutes an adjust-
ment to the basis of partnership property
with respect to the partner only.  No ad-
justment is made to the common basis of
partnership property.  Thus, for purposes
of income, deduction, gain, loss, and dis-
tribution, the partner will have a special
basis for those partnership properties the
bases of which are adjusted under section
1017 and this section.  

(B) Recovery of adjustments to basis of
partnership property. Adjustments to the
basis of partnership property under this
section are recovered in the manner de-
scribed in §1.743–1.

(C) Effect of basis reduction. Adjust-
ments to the basis of partnership property
under this section are treated in the same
manner and have the same effect as an

  

 

 

Penalty Relief for Failure to
Timely File the 1997 Form
3520–A

Announcement 98–30

Because the 1997 Form 3520–A, An-
nual Information Return of Foreign Trust
With a U.S. Owner, was not available in

time for foreign trusts to meet their filing
requirements, no penalties will be im-
posed under section 6677 of the Internal
Revenue Code on the U.S. owner of a for-
eign trust for failure to timely file if a for-
eign trust files its 1997 Form 3520–A
with the Philadelphia Service Center and
furnishes the required statements to the
U.S. owners and U.S. beneficiaries by the
later of the—

•  Fifteenth day of the seventh month fol-
lowing the end of its taxable year begin-
ning in 1997, or

•  Extension date granted under Form
2758, Application for Extension of
Time To File Certain Excise, Income,
Information, and Other Returns.

In section VIII of Notice 97–34,
1997–1 C.B. 422, the Service provided
that no penalties would be imposed under
section 6677 on U.S. owners of foreign
trusts under certain circumstances if the
foreign trust filed Form 3520–A for its
taxable year that included August 20,
1996 (“1996 Form 3520–A”) by the due
date for filing the trust’ s 1997 Form
3520–A.  The relief discussed in this an-
nouncement (98–30) also applies to the
filing of the 1996 Form 3520–A by these
trusts.  If such a trust has not yet filed
Form 3520–A pursuant to Section IV of
Notice 97–34 for its 1996 taxable year,
the trust should file a 1997 Form 3520–A
to report information for that year and
strike out “1997” at the top right-hand
corner and replace it with “1996”.  If a
trust has already filed Form 3520–A pur-
suant to Section IV of Notice 97–34 for
its 1996 and 1997 taxable years, the trust
is not required to refile the revised forms. 

The relief discussed in this announce-
ment does not extend the time for (1) pay-
ment of any income taxes due for the
owner’s 1996 and 1997 taxable years or
(2) filing the 1996 Form 3520 and the
1997 Form 3520, Annual Return To Re-
port Transactions With Foreign Trusts and
Receipt of Certain Foreign Gifts.  Be-
cause Form 3520 is filed on an annual
basis with the U.S. owner’s or U.S. bene-
ficiary’s income tax return, an extension
of time to file Form 3520 may be obtained
by getting an extension of time to file the
applicable income tax return.
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