
Rev. Rul. 2002–79 Table 1
Inflation-Adjusted Amounts Under § 1274A

Calendar Year of
Sale or Exchange

1274A(b) Amount
(qualified debt instrument)

1274A(c)(2)(A) Amount
(cash method debt instrument)

1990 $2,933,200 $2,095,100
1991 $3,079,600 $2,199,700
1992 $3,234,900 $2,310,600
1993 $3,332,400 $2,380,300
1994 $3,433,500 $2,452,500
1995 $3,523,600 $2,516,900
1996 $3,622,500 $2,587,500
1997 $3,723,800 $2,659,900
1998 $3,823,100 $2,730,800
1999 $3,885,500 $2,775,400
2000 $3,960,100 $2,828,700
2001 $4,085,900 $2,918,500
2002 $4,217,500 $3,012,500
2003 $4,280,800 $3,057,700

Note: These inflation adjustments were computed using the All-Urban, Consumer Price Index, 1982–1984 base, published by
the Bureau of Labor Statistics.
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T. D. 9022

DEPARTMENT OF THE
TREASURY
Internal Revenue Service
26 CFR Parts 1 and 602

Information Reporting
Relating to Taxable Stock
Transactions
AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Temporary regulations.

SUMMARY: This document contains tem-
porary regulations under section 6043(c) re-
quiring information reporting by a
corporation if control of the corporation is
acquired or if the corporation has a recapi-
talization or other substantial change in capi-
tal structure. This document also contains
temporary regulations under section 6045
concerning information reporting require-
ments for brokers with respect to transac-
tions described in section 6043(c). The text
of these temporary regulations also serves
as the text of proposed regulations (REG–
143321–02) set forth in this issue of the
Bulletin.

DATES: Effective Date: These regula-
tions are effective on November 18, 2002.

Applicability Dates: For dates of appli-
cability, see §§ 1.6043–4T(i) and 1.6045–
3T(f).

FOR FURTHER INFORMATION
CONTACT: Nancy Rose at (202) 622–
4910 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

These regulations are being issued with-
out prior notice and public procedure pur-
suant to the Administrative Procedure Act
(5 U.S.C. 553). For this reason, the col-
lection of information contained in these
regulations has been reviewed and, pend-
ing receipt and evaluation of public com-
ments, approved by the Office of
Management and Budget under control
number 1545–1812. Responses to this col-
lection of information are mandatory.

An agency may not conduct or spon-
sor, and a person is not required to re-
spond to, a collection of information unless
the collection of information displays a valid
OMB control number.

For further information concerning this
collection of information, and where to sub-
mit comments on the collection of infor-
mation and the accuracy of the estimated
burden, and suggestions for reducing this
burden, please refer to the preamble to the
cross-referencing notice of proposed rule-
making published in this issue of the Bul-
letin.
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Books or records relating to a collec-
tion of information must be retained as long
as their contents may become material in
the administration of any internal revenue
law. Generally, tax returns and tax return
information are confidential, as required by
26 U.S.C. 6103.

Background and Explanation of
Provisions

Section 6043(c) provides that if any per-
son acquires control of a corporation, or if
there is a recapitalization or other substan-
tial change in capital structure of a corpo-
ration, the corporation, when required by
the Secretary, shall make a return setting
forth the identity of the parties to the trans-
action, the fees involved, the changes in the
capital structure involved, and such other
information as the Secretary may require
with respect to such transaction.

Proposed regulations under section
6043(c) were previously published in the
Federal Register on July 5, 1990 (CO–5–
90, 1990–2 C.B. 686 [55 FR 27648]) (the
1990 proposed regulations). After consid-
ering issues raised in public comments and
the reporting burdens placed on corporate
taxpayers under the 1990 proposed regu-
lations, the Internal Revenue Service de-
cided to withdraw the 1990 proposed
regulations on October 16, 1992 (Notice
92–51, 1992–2 C.B. 381 [57 FR 47428]).
At that time, the IRS stated that the value
of the information that would be collected
under the 1990 proposed regulations did not
justify the burden to the public in comply-
ing with the rules. The IRS further stated
that it might promulgate regulations un-
der section 6043(c) if it became apparent
that the information would be needed to ad-
minister the tax system properly.

At this time, the IRS believes that in-
formation reporting under section 6043(c)
for certain large corporate transactions is ap-
propriate. The transactions covered by this
reporting requirement are acquisitions of
control and substantial changes in the capi-
tal structure of a corporation. The tempo-
rary regulations require a corporation to
attach a form to its income tax return de-
scribing these transactions, and to file in-
formation returns with respect to certain
shareholders in such transactions. Dupli-
cate reporting is not intended; thus, the
regulations provide that no reporting is re-
quired under this section where reporting
is required under another section. The text

of these temporary regulations also serves
as the text of the proposed regulations set
forth in the cross-referencing notice of pro-
posed rulemaking (REG–143321–02) pub-
lished in this issue of the Bulletin. The
preamble to that notice of proposed rule-
making invites public comments with re-
spect to the potential for duplicate reporting
under this section. That preamble also in-
vites comments with respect to the bur-
den of compliance with the reporting
requirements.

These temporary regulations require a
domestic corporation involved in certain
large taxable transactions to file Form 8806
reporting and describing such transactions.
The corporation must attach Form 8806 to
its timely filed income tax return. If Form
8806 is not available at least 90 days prior
to the due date (including extensions) of the
corporation’s income tax return for the year
in which the acquisition of control or the
substantial change in capital structure oc-
curs or at least 90 days before such re-
turn is timely filed (whichever is sooner),
the regulation allows a corporation to make
the report by attaching an interim state-
ment to its return containing certain re-
quired information.

The temporary regulations define an ac-
quisition of control of a corporation as a
transaction or series of related transac-
tions in which stock representing control of
that corporation is distributed by a sec-
ond corporation or in which stock repre-
senting control of that corporation is
acquired (directly or indirectly) by a sec-
ond corporation and the shareholders of the
first corporation receive cash, stock or other
property. For these purposes, control is de-
termined in accordance with the first sen-
tence of section 304(c)(1). With certain
limitations, the constructive ownership rules
of section 318(a) apply to determine own-
ership. Acquisitions of control within an af-
filiated group are excepted from this
definition, as are acquisitions in which the
fair market value of the stock acquired in
the transaction or series of related trans-
actions is less than $100,000,000.

Under the temporary regulations, a cor-
poration has a substantial change in its capi-
tal structure if the corporation in a
transaction or series of related transac-
tions (a) undergoes a recapitalization with
respect to its stock, (b) redeems its stock,
(c) merges, consolidates or otherwise com-
bines with another entity or transfers sub-

stantially all of its assets to one or more
entities, (d) transfers all or part of its as-
sets to another corporation in a title 11 or
similar case and, in pursuance of the plan,
distributes stock or securities of that cor-
poration, or (e) changes its identity, form
or place of organization. Transactions in
which the amount of any cash plus the fair
market value of any property (including
stock) provided to shareholders of the cor-
poration is less than $100,000,000 are ex-
cepted from this definition, as are
transactions within an affiliated group.

The temporary regulations also require
a domestic corporation involved in the
specified transactions to issue, with re-
spect to each of its shareholders, a Form
1099–CAP reporting the amount of any
cash plus the fair market value of any prop-
erty (including stock) provided to the share-
holder in the transaction. Corporations are
not required to report amounts distributed
to certain exempt recipients or the fair mar-
ket value of any stock provided to a share-
holder if the corporation reasonably
determines that the receipt of such stock
would not cause the shareholder to recog-
nize gain (if any). Further, transactions and
distributions already reported under other
sections are not subject to reporting un-
der these regulations.

Penalties under section 6652(l) may be
imposed for failing to file required re-
turns under section 6043(c) (including fail-
ure to file on magnetic media, as required
under section 6011(e) and § 1.6011–2). The
penalty under section 6652(l) is $500 for
each day the failure continues, but the to-
tal amount imposed with respect to a re-
turn cannot exceed $100,000. The
temporary regulations provide that the in-
formation returns required under these regu-
lations shall be treated as one return for
purposes of the section 6652(l) penalty, so
that the penalty shall not exceed $500 per
day ($100,000 in total) with respect to any
acquisition of control or change in capital
structure. Further, as provided in section
6652(l), such penalty does not apply if the
failure is due to reasonable cause. Until
regulations are promulgated under sec-
tion 6652(l) to set forth specific standards
for determining reasonable cause, the IRS
will use the reasonable cause standards set
forth in § 301.6724–1 of this chapter as a
guideline for determining reasonable cause.

Section 1.6045–3T requires a broker
who, as the record holder of stock, re-
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ceives a Form 1099–CAP from a corpora-
tion pursuant to the reporting requirements
of § 1.6043–4T, to file a Form 1099–CAP
with respect to the actual owner and fur-
nish such Form 1099–CAP to the actual
owner.

The temporary regulations are effec-
tive only for acquisitions of control and sub-
stantial changes of capital structure that
occur after December 31, 2001, and for
which the reporting corporation or any
shareholder is required to recognize gain (if
any) as a result of the application of sec-
tion 367(a). The cross-referencing pro-
posed regulations published in this issue of
the Bulletin will apply to all acquisitions
of control and substantial changes in capi-
tal structure occurring after the date that
such regulations are published as final regu-
lations (regardless of whether section 367(a)
applies).

Special Analyses

It has been determined that this Trea-
sury decision is not a significant regula-
tory action as defined in Executive Order
12866. Therefore, a regulatory assessment
is not required. It has also been determined
that section 553(b) of the Administrative
Procedure Act (5 U.S.C. chapter 5) does not
apply to these regulations. For the appli-
cability of the Regulatory Flexibility Act (5
U.S.C. chapter 6), refer to the Special
Analyses section of the preamble to the
cross-referencing notice of proposed rule-
making published in this issue of the Bul-
letin. Pursuant to section 7805(f) of the
Internal Revenue Code, these temporary
regulations will be submitted to the Chief
Counsel for Advocacy of the Small Busi-
ness Administration for comment on its im-
pact on small businesses.

Drafting Information

The principal author of these tempo-
rary regulations is Nancy L. Rose, Office
of Associate Chief Counsel (Procedure and
Administration). However, other person-
nel from the IRS and Treasury Depart-
ment participated in their development.

* * * * * *

Amendments to the Regulations

Accordingly, 26 CFR parts 1 and 602 are
amended as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation for
part 1 continues to read in part as follows:

Authority: 26 U.S.C. 7805* * *
Par. 2. Section 1.6043–4T is added to

read as follows:

§ 1.6043–4T Information returns relating
to certain acquisitions of control and
changes in capital structure (temporary).

(a) Information returns for an acquisi-
tion of control or a substantial change in
capital structure—(1) General rule. If there
is an acquisition of control (as defined in
paragraph (c) of this section) or a substan-
tial change in the capital structure (as de-
fined in paragraph (d) of this section) of a
domestic corporation (“reporting corpora-
tion”), the reporting corporation must file
a completed Form 8806 (or any succes-
sor form) in accordance with the instruc-
tions to that form. Form 8806 will request
the information required in paragraphs
(a)(1)(i) through (v) of this section.

(i) Reporting corporation. Provide the
name, address, and taxpayer identifica-
tion number (TIN) of the reporting corpo-
ration;

(ii) Common parent, if any, of the re-
porting corporation. If the reporting cor-
poration was a subsidiary member of an
affiliated group filing a consolidated re-
turn immediately prior to the acquisition of
control or the substantial change in capi-
tal structure, provide the name, address, and
TIN of the common parent of that affili-
ated group;

(iii) Acquiring corporation. Provide the
name, address and TIN of any corpora-
tion that acquired control of the reporting
corporation within the meaning of para-
graph (c) of this section or combined with
or received assets from the reporting cor-
poration pursuant to a substantial change in
capital structure within the meaning of para-
graph (d) of this section (“acquiring cor-
poration”). State whether the acquiring
corporation is foreign (as defined in sec-
tion 7701(a)(5)) or is a dual resident cor-
poration (as defined in § 1.1503–2(c)(2)).
In either case, state whether the acquiring
corporation was newly formed prior to its
involvement in the transaction.

(iv) Common parent, if any, of acquir-
ing corporation. If the acquiring corpora-
tion named in paragraph (a)(1)(iii) of this

section was a subsidiary member of an af-
filiated group filing a consolidated return
immediately prior to the acquisition of con-
trol or the substantial change in capital
structure, provide the name, address, and
TIN of the common parent of that affili-
ated group.

(v) Information about acquisition of con-
trol or substantial change in capital struc-
ture. Provide—

(A) A description of the transaction or
transactions that gave rise to the acquisi-
tion of control or the substantial change in
capital structure of the corporation;

(B) The date or dates of the transac-
tion or transactions that gave rise to the ac-
quisition of control or the substantial change
in capital structure;

(C) A description of and a statement of
the fair market value of any stock pro-
vided to the reporting corporation’s share-
holders in exchange for their stock if the
reporting corporation reasonably deter-
mines that the shareholders are not re-
quired to recognize gain (if any) from the
receipt of such stock for U.S. federal in-
come tax purposes; and

(D) A statement of the aggregate amount
of cash plus the fair market value of any
property (including stock if the reporting
corporation reasonably determines that its
shareholders would be required to recog-
nize gain (if any) on the receipt of such
stock, but excluding stock described in para-
graph (a)(1)(v)(C) of this section) pro-
vided to the reporting corporation’s
shareholders in exchange for their stock.

(2) Time for making return. Form 8806
(or an interim statement, as set forth in para-
graph (a)(3) of this section) must be at-
tached to the reporting corporation’s timely
filed income tax return (taking extensions
into account) for the year in which the ac-
quisition of control or substantial change in
capital structure occurs.

(3) Interim statement. If Form 8806 has
not been made available at least 90 days be-
fore the due date (including extensions) of
the reporting corporation’s income tax re-
turn for the year in which the acquisition
of control or substantial change in capital
structure occurs or at least 90 days be-
fore such return is timely filed (which-
ever is sooner), the reporting corporation
shall attach a statement to its return con-
taining the information described in para-
graphs (a)(1)(i) through (v) of this section.

2002–48 I.R.B. 911 December 2, 2002



(4) Coordination with other sections. (i)
No reporting is required under paragraph
(a) of this section with respect to a trans-
action for which information is required to
be filed pursuant to §§ 1.351–3(b), 1.355–
5(a), or 1.368–3(a), provided the transac-
tion is properly reported in accordance with
those sections.

(ii) No reporting is required under para-
graph (a) of this section with respect to a
transaction for which information is re-
quired to be reported pursuant to section
6043(a), provided the transaction is prop-
erly reported in accordance with that sec-
tion.

(5) Exception where shareholders are ex-
empt recipients. No reporting is required un-
der paragraph (a) of this section if the
reporting corporation reasonably deter-
mines that all of its shareholders who re-
ceive cash, stock or other property pursuant
to the acquisition of control or substantial
change in capital structure are exempt re-
cipients under paragraph (b)(6) of this sec-
tion.

(b) Information returns regarding
shareholders—(1) General rule. A corpo-
ration that is required to file Form 8806 pur-
suant to paragraph (a)(1) of this section (or
an interim statement under paragraph (a)(3)
of this section) shall file a return of infor-
mation on Forms 1096 and 1099–CAP with
respect to each shareholder of record in the
corporation (before or after the acquisi-
tion of control or the substantial change in
capital structure) who receives cash, stock,
or other property pursuant to the acquisi-
tion of control or the substantial change in
capital structure.

(2) Additional requirement for informa-
tion returns. A corporation that would have
been required to file Form 8806 pursuant
to paragraph (a) of this section (or an in-
terim statement under paragraph (a)(3) of
this section) but for the application of para-
graph (a)(4)(i) of this section (relating to
information provided under §§ 1.351–3(b),
1.355–5(a), or 1.368–3(a)) shall file a re-
turn of information on Forms 1096 and
1099–CAP with respect to each shareholder
of record in the corporation (before or af-
ter the acquisition of control or the sub-
stantial change in capital structure) who
receives cash, stock, or other property pur-
suant to the acquisition of control or the
substantial change in capital structure.

(3) Time for making information re-
turns. Forms 1096 and 1099–CAP must be

filed on or before February 28 (March 31
if filed electronically) of the year follow-
ing the calendar year in which the acqui-
sition of control or the substantial change
in capital structure occurs.

(4) Contents of return. A separate Form
1099–CAP must be filed with respect to
amounts received by each shareholder (who
is not an exempt recipient as defined in
paragraph (b)(6) of this section) showing—

(i) The name, address, telephone num-
ber and TIN of the reporting corporation;

(ii) The name, address and TIN of the
shareholder;

(iii) The number and class of shares in
the reporting corporation exchanged by the
shareholder;

(iv) The amount of cash and the fair
market value of any stock (other than stock
described in paragraph (a)(1)(v)(C)) of this
section or other property provided to the
shareholder in exchange for its stock; and

(v) Such other information as may be
required by the instructions to Form 1099–
CAP.

(5) Furnishing of forms to sharehold-
ers. The Form 1099–CAP filed with re-
spect to each shareholder must be furnished
to such shareholder on or before January
31 of the year following the calendar year
in which the shareholder receives cash,
stock, or other property as part of the ac-
quisition of control or the substantial change
in capital structure.

(6) Exempt recipients. A corporation is
not required to file a Form 1099–CAP pur-
suant to this paragraph (b) of this section
with respect to the following shareholders:

(i) Any shareholder who receives solely
stock described in paragraph (a)(1)(v)(C) of
this section in exchange for its stock in the
corporation.

(ii) Any shareholder who is required to
recognize gain (if any) as a result of the re-
ceipt of cash, stock, or other property if the
corporation reasonably determines that the
amount of such cash plus the fair market
value of such stock and other property does
not exceed $1,000. Stock described in para-
graph (a)(1)(v)(C) of this section is not
taken into account for purposes of this para-
graph (b)(6)(ii).

(iii) Any shareholder described in para-
graphs (b)(6)(iii)(A) through (K) of this sec-
tion if the corporation has actual knowledge
that the shareholder is described in one of
paragraphs (b)(6)(iii)(A) through (K) of this
section or if the corporation has a prop-

erly completed exemption certificate from
the shareholder (as provided in
§ 31.3406(h)–3 of this chapter). The cor-
poration also may treat a shareholder as de-
scribed in paragraphs (b)(6)(iii) (A) through
(J) of this section based on the applicable
indicators described in § 1.6049–4(c)(1)(ii).

(A) A tax-exempt organization, as de-
scribed in § 1.6049–4(c)(1)(ii)(B)(1).

(B) An individual retirement plan, as de-
scribed in § 1.6049–4(c)(1)(ii)(C).

(C) The United States, as described in
§ 1.6049–4(c)(1)(ii)(D).

(D) A state, as described in § 1.6049–
4(c)(1)(ii)(E).

(E) A foreign government, as described
in § 1.6049–4(c)(1)(ii)(F).

(F) An international organization, as de-
scribed in § 1.6049–4(c)(1)(ii)(G).

(G) A foreign central bank of issue, as
described in § 1.6049–4(c)(1)(ii)(H).

(H) A real estate investment trust, as de-
scribed in § 1.6049–4(c)(1)(ii)(J).

(I) An entity registered under the In-
vestment Company Act of 1940, as de-
scribed in § 1.6049–4(c)(1)(ii)(K).

(J) A common trust fund, as described
in § 1.6049–4(c)(1)(ii)(L).

(K) A corporation, as defined in sec-
tion 7701(a)(3) (except for corporations for
which an election under section 1362(a) is
in effect), if the reporting corporation rea-
sonably determines that such corporation is
not a broker (as defined in § 1.6045–1(a)(1))
or a record holder for the actual owner of
the stock.

(iv) Any shareholder that the corpora-
tion, prior to the transaction, associates with
documentation upon which the corpora-
tion may rely in order to treat payments to
the shareholder as made to a foreign ben-
eficial owner in accordance with § 1.1441–
1(e)(1)(ii) or as made to a foreign payee in
accordance with § 1.6049–5(d)(1) or pre-
sumed to be made to a foreign payee un-
der § 1.6049–5(d)(2) or (3). For purposes
of this paragraph (b)(6)(iv), the provisions
in § 1.6049–5(c) (regarding rules appli-
cable to documentation of foreign status and
definition of U.S. payor and non-U.S.
payor) shall apply. The provisions of
§ 1.1441–1 shall apply by substituting the
terms “corporation” and “shareholder” for
the terms “withholding agent” and “payee”
and without regard to the fact that the pro-
visions apply only to amounts subject to
withholding under chapter 3 of the Inter-
nal Revenue Code. The provisions of
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§ 1.6049–5(d) shall apply by substituting the
terms “corporation” and “shareholder” for
the terms “payor” and “payee”. Nothing in
this paragraph (b)(6)(iv) shall be construed
to relieve a corporation of its withholding
obligations under section 1441.

(v) Any shareholder if, on January 31 of
the year following the calendar year in
which the shareholder receives cash, stock,
or other property, the corporation did not
know and did not have reason to know that
the shareholder received such cash, stock,
or other property in a transaction or se-
ries of related transactions that would re-
sult in an acquisition of control or a
substantial change in capital structure.

(7) Coordination with other sections. No
reporting is required under paragraph (b) of
this section with respect to amounts that are
required to be reported under section 6042
or section 6045, unless the corporation
knows or has reason to know that such
amounts are not properly reported in ac-
cordance with those sections.

(c) Acquisition of control of a
corporation—(1) In general. For purposes
of this section, an acquisition of control of
a corporation (“first corporation”) occurs if,
in a transaction or series of related trans-
actions, either—

(i) Stock representing control of the first
corporation is distributed by a second cor-
poration to shareholders of the second cor-
poration and the fair market value of such
stock on the date of distribution is
$100,000,000 or more; or

(ii) (A) Before an acquisition of stock
of the first corporation (directly or indi-
rectly) by a second corporation, the sec-
ond corporation does not have control of
the first corporation;

(B) After the acquisition, the second cor-
poration has control of the first corpora-
tion;

(C) The fair market value of the stock
acquired in the transaction and in any re-
lated transactions as of the date or dates on
which such stock was acquired is
$100,000,000 or more; and

(D) The shareholders of the first corpo-
ration (determined without applying the con-
structive ownership rule of section 318(a))
receive cash, stock, or other property pur-
suant to the acquisition.

(2) Control. For purposes of this sec-
tion, control is determined in accordance
with the first sentence of section 304(c)(1).

(3) Constructive ownership. (i) Except
as otherwise provided in this section, the
constructive ownership rules of section
318(a) (except for section 318(a)(4), pro-
viding for constructive ownership through
an option to acquire stock), modified as pro-
vided in section 304(c)(3)(B), shall apply
for determining whether there has been an
acquisition of control.

(ii) The determination of whether there
has been an acquisition of control shall be
made without regard to whether the per-
son or persons from whom control was ac-
quired retain indirect control of the first
corporation under section 318(a).

(iii) For purposes of paragraph (c)(1)(ii)
of this section, section 318(a) shall not ap-
ply to cause a second corporation to be
treated as owning, before an acquisition of
stock in a first corporation (directly or in-
directly) by the second corporation, any
stock that is acquired in the first corpora-
tion. For example, if the shareholders of a
domestic corporation form a new holding
company and then transfer their shares in
the domestic corporation to the new hold-
ing company, the new holding company
shall not be treated as having control of the
domestic corporation before the acquisi-
tion. The new holding company acquires
control of the domestic corporation as a re-
sult of the transfer. Similarly, if the share-
holders of a domestic parent corporation
transfer their shares in the parent corpora-
tion to a subsidiary of the parent in ex-
change for shares in the subsidiary, the
subsidiary shall not be treated as having
control of the parent before the transac-
tion. The subsidiary acquires control of the
parent as a result of the transfer.

(4) Corporation includes group. For pur-
poses of this paragraph (c), if two or more
corporations act pursuant to a plan or ar-
rangement with respect to acquisitions of
stock, such corporations will be treated as
one corporation for purposes of this sec-
tion. Whether two or more corporations act
pursuant to a plan or arrangement depends
on the facts and circumstances.

(5) Section 338 election. For purposes
of this paragraph (c), an acquisition of stock
of a corporation with respect to which an
election under section 338 is made is treated
as an acquisition of stock (and not as an ac-
quisition of the assets of such corpora-
tion).

(d) Substantial change in capital struc-
ture of a corporation—(1) In general. A

corporation has a substantial change in capi-
tal structure if it has a change in capital
structure (as defined in paragraph (d)(2) of
this section) and the amount of any cash
and the fair market value of any property
(including stock) provided to the share-
holders of such corporation pursuant to the
change in capital structure, as of the date
or dates on which the cash or other prop-
erty is provided, is $100,000,000 or more.

(2) Change in capital structure. For pur-
poses of this section, a corporation has a
change in capital structure if the corpora-
tion in a transaction or series of
transactions—

(i) Undergoes a recapitalization with re-
spect to its stock;

(ii) Redeems its stock (including
deemed redemptions);

(iii) Merges, consolidates or other-
wise combines with another corporation or
transfers all or substantially all of its as-
sets to one or more corporations;

(iv) Transfers all or part of its assets to
another corporation in a title 11 or simi-
lar case and, in pursuance of the plan, dis-
tributes stock or securities of that
corporation; or

(v) Changes its identity, form or place
of organization.

(e) Reporting by successor entity. If a
corporation (“transferor”) transfers all or
substantially all of its assets to another en-
tity (“transferee”) in a transaction that con-
stitutes a substantial change in the capital
structure of transferor, transferor must sat-
isfy the reporting obligations in paragraph
(a) or (b) of this section. If transferor does
not satisfy the reporting obligations in para-
graph (a) or (b) of this section, then trans-
feree must satisfy those reporting
obligations. If neither transferor nor trans-
feree satisfies the reporting obligations in
paragraphs (a) and (b) of this section, then
transferor and transferee shall be jointly and
severally liable for any applicable penal-
ties (see paragraph (g) of this section).

(f) Receipt of property. For purposes of
this section, a shareholder is treated as re-
ceiving property (or as having property pro-
vided to it) pursuant to an acquisition of
control or a substantial change in capital
structure if a liability of the shareholder is
assumed in the transaction and, as a re-
sult of the transaction, an amount is real-
ized by the shareholder from the sale or
exchange of stock.
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(g) Penalties for failure to file. For pen-
alties for failure to file as required under
this section, see section 6652(l). The in-
formation returns required to be filed un-
der paragraphs (a) and (b) of this section
shall be treated as one return for purposes
of section 6652(l) and, accordingly, the pen-
alty shall not exceed $500 for each day the
failure continues (up to a maximum of
$100,000) with respect to any acquisition
of control or any substantial change in capi-
tal structure. Failure to file as required un-
der this section also includes the
requirement to file on magnetic media as
required by section 6011(e) and § 1.6011–2.
In addition, criminal penalties under sec-
tions 7203, 7206, and 7207 may apply in
appropriate cases.

(h) Examples. The following examples
illustrate the application of the rules of this
section. For purposes of these examples, as-
sume the transaction is not reported un-
der §§ 1.351–3(b), 1.355–5(a), 1.368–3(a),
and sections 6042, 6043(a), or 6045, un-
less otherwise specified, and assume that the
fair market value of the consideration pro-
vided to the shareholders exceeds
$100,000,000.

Example 1. The shareholders of X, a domestic cor-
poration and parent of an affiliated group, exchange
their X stock for stock in Y, a newly-formed for-
eign holding corporation. After the transaction, Y owns
all the outstanding X stock. The X shareholders must
recognize gain (if any) on the exchange of their stock
as a result of the application of section 367(a). Be-
cause the transaction results in an acquisition of con-
trol of X, X must comply with the rules in paragraphs
(a) and (b) of this section. If a statement is filed in
accordance with § 1.351–3(b) with respect to the trans-
action, X is not required to attach Form 8806 (or an
interim statement) to its return. Regardless of whether
a statement is filed in accordance with § 1.351–
3(b), X must file a Form 1099–CAP with respect to
each shareholder who is not an exempt recipient show-
ing the fair market value of the Y stock received by
that shareholder, and X must furnish a copy of the
Form 1099–CAP to that shareholder.

Example 2. C, a domestic corporation, and par-
ent of an affiliated group merges into D, an unre-
lated domestic corporation. Pursuant to the transaction,
the C shareholders exchange their C stock for D stock
or for a combination of short term notes and D stock.
The transaction does not satisfy the requirements of
section 368, and the C shareholders must recognize
gain (if any) on the exchange. Because the transac-
tion results in a substantial change in the capital struc-
ture of C, C (or D as the successor to C) must comply
with the rules in paragraphs (a) and (b) of this sec-
tion. C must attach Form 8806 (or an interim state-
ment) to its final income tax return. C (or D as the
successor to C) also must file a Form 1099–CAP with
respect to each shareholder who is not an exempt re-
cipient showing the fair market value of the short term
notes (if any) and the fair market value of the D stock

provided to that shareholder, and C (or D) must fur-
nish a copy of the Form 1099–CAP to that share-
holder.

Example 3. (i) The facts are the same as in Ex-
ample (2), except that C reasonably determines that—

(A) The transaction satisfies the requirements of
section 368;

(B) The C shareholders who exchange their C
stock solely for D stock will not be required to rec-
ognize gain (if any) on the exchange; and

(C) The C shareholders who exchange their C
stock for a combination of short term notes and D
stock will be required to recognize gain (if any) on
the exchange solely with respect to the receipt of the
short term notes.

(ii) If a statement is filed in accordance with
§ 1.368–3(a) with respect to the transaction, C is not
required to attach Form 8806 (or an interim state-
ment) to its return under paragraph (a) of this sec-
tion. Regardless of whether a statement is filed in
accordance with § 1.368–3(a), C (or D as the suc-
cessor to C) must comply with the rules in para-
graph (b) of this section. With respect to each
shareholder who receives a combination of short term
notes and D stock, and who is not an exempt recipi-
ent, C or D must file a Form 1099–CAP showing the
fair market value of the short term notes provided to
the shareholder, and C (or D) must furnish a copy of
the Form 1099–CAP to that shareholder. The Form
1099–CAP should not show the fair market value of
the D stock provided to the shareholder. C and D are
not required to file and furnish Forms 1099–CAP with
respect to shareholders who receive only D stock in
exchange for their C stock.

Example 4. The facts are the same as in Example
3, except the C shareholders receive cash instead of
short term notes. The C shareholders exchange their
shares through a transfer agent. Under section 6045,
the transfer agent is required to report the amount of
cash paid to the C shareholders in the transaction. C
and D are not required to file information returns un-
der paragraph (b) of this section, unless C or D knows
or has reason to know that the transfer agent did not
file the required information returns under section 6045.

(i) Effective date. This section applies to
any acquisition of control and any substan-
tial change in capital structure occurring af-
ter December 31, 2001, if the reporting
corporation or any shareholder is required
to recognize gain (if any) as a result of the
application of section 367(a) as a result of
the transaction. If a reporting corporation
described in the preceding sentence files its
income tax return for the year in which the
acquisition of control or the substantial
change in capital structure occurs on or be-
fore January 13, 2003, such reporting cor-
poration (or successor entity) shall file an
interim statement (as described in para-
graph (a)(3) of this section) on or before
January 31, 2003. The applicability of this
section expires on November 14, 2005.

Par 3. Section 1.6045–3T is added to
read as follows:

§ 1.6045–3T Information reporting for
an acquisition of control or a substan-
tial change in capital structure (tem-
porary).

(a) In general. Any broker (as defined
in § 1.6045–1(a)(1)) who receives a Form
1099–CAP from a corporation pursuant to
§ 1.6043–4T as the record holder of stock
in such corporation but who is not the ac-
tual owner thereof shall file a return of in-
formation with respect to the actual owner
unless the actual owner is an exempt re-
cipient as defined in § 1.6045–1(c)(3)(i).

(b) Form, manner and time for mak-
ing information returns. The return re-
quired by paragraph (a) of this section must
be on Forms 1096 and 1099–CAP, or on an
acceptable substitute statement. Such forms
must be filed on or before February 28
(March 31 if filed electronically) of the year
following the calendar year in which the ac-
quisition of control or the substantial change
in capital structure occurs.

(c) Contents of return. A separate Form
1099–CAP must be prepared for each owner
showing—

1. The name, address and taxpayer iden-
tification number of the actual owner;

2. The number and class of shares in the
corporation exchanged by the actual owner;

3. The amount of cash and the fair mar-
ket value of stock or other property pro-
vided to the actual owner in exchange for
its stock, that would have been reported by
the corporation under § 1.6043–4T if the
corporation had provided the Form 1099–
CAP directly to the actual owner (rather
than to the broker as nominee); and

4. Such other information as may be re-
quired by Form 1099–CAP.

(d) Furnishing of forms to actual own-
ers. The Form 1099–CAP prepared for each
actual owner must be furnished to the ac-
tual owner on or before February 28 of the
year following the calendar year in which
the actual owner receives stock, cash or
other property.

(e) Single Form 1099. If a broker is re-
quired to file a Form 1099 with respect to
an owner under both this § 1.6045–3T and
§ 1.6045–1(b), the broker may satisfy the
requirements of both sections by filing and
furnishing one Form 1099 that contains all
the relevant information, as provided in the
instructions to Form 1099–CAP.

(f) Effective date. This section applies
with respect to any Form 1099–CAP re-
ceived by a broker after November 13,
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2002. The applicability of this section ex-
pires on November 14, 2005.

PART 602—OMB CONTROL
NUMBERS UNDER THE
PAPERWORK REDUCTION ACT

Par 4. The authority citation for part 602
continues to read in part as follows:

Authority: 26 U.S.C. 7805 * * *

Par 5. In section 602.101, paragraph (b)
is amended by adding the following en-

tries in numerical order to the table to read
as follows:

§ 602.101 OMB Control numbers

* * * * *
(b) * * *

CFR part or section where
identified and described

Current OMB
control No.

* * * * *
1.6043–4T ........................................................................................................................................................................ 1545–1812
* * * * *
1.6045–3T ........................................................................................................................................................................ 1545–1812
* * * * *

Robert E. Wenzel,
Deputy Commissioner of

Internal Revenue.

Approved November 8, 2002.

Pamela F. Olson,
Assistant Secretary of the

Treasury (Tax Policy).

(Filed by the Office of the Federal Register on November 13,
2002, 4:24 p.m., and published in the issue of the Federal Reg-
ister for November 18, 2002, 67 F.R. 69468)
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