
Section 874.—Allowance of
Deductions and Credits

26 CFR 1.874–1: Allowance of deductions and
credits to nonresident alien individuals.

T.D. 9043

DEPARTMENT OF THE
TREASURY
Internal Revenue Service
26 CFR Part 1

Disallowance of Deductions
and Credits for Failure to File
Timely Return

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Final regulations and removal of
temporary regulations.

SUMMARY: This document contains fi-
nal regulations relating to the disallow-
ance of deductions and credits for
nonresident alien individuals and foreign
corporations (collectively, foreign taxpay-
ers) that fail to file a timely U.S. income
tax return. The regulations affect foreign
taxpayers that fail to file a return by the ap-
propriate deadlines.

DATES: Effective Date: These regulations
are effective March 10, 2003.

Applicability Date: For dates of appli-
cability, see §§1.874–1(b)(4) and 1.882–
4(a)(3)(iv) of these regulations.

FOR FURTHER INFORMATION CON-
TACT: Nina E. Chowdhry, (202) 622–3880
(not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

This document contains amendments to
26 CFR part 1. On January 29, 2002, fi-
nal and temporary regulations (T.D. 8981,
2002–7 I.R.B. 496 [67 FR 4173]) relat-
ing to the disallowance of deductions and
credits for foreign taxpayers that fail to file
a timely U.S. income tax return under sec-
tions 874 and 882 of the Internal Rev-
enue Code (Code) were published in the
Federal Register. A notice of proposed
rulemaking (REG–107100–00, 2002–7
I.R.B. 529 [67 FR 4217]) cross-referencing
the temporary regulations was also pub-
lished in the Federal Register. No pub-
lic hearing was requested or held. No
written or electronic comments respond-
ing to the notice of proposed rulemaking
were received. The proposed regulations are
adopted by this Treasury decision, and the
corresponding temporary regulations are re-
moved.

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 and, because the
regulations do not impose a collection of

information requirement on small enti-
ties, the Regulatory Flexibility Act (5 U.S.C.
chapter 6) does not apply. Therefore, a
Regulatory Flexibility Analysis is not re-
quired. Pursuant to section 7805(f) of the
Code, the notice of proposed rulemaking
preceding these regulations was submit-
ted to the Chief Counsel for Advocacy of
the Small Business Administration for com-
ment on its impact on small businesses.

Drafting Information

The principal author of these regula-
tions is Nina Chowdhry of the Office of As-
sociate Chief Counsel (International).
However, other personnel from the IRS and
Treasury Department participated in their
development.

* * * * *

Adoption of Amendments to the
Regulations

Accordingly, 26 CFR part 1 is amended
as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation for
part 1 is amended by removing the en-
tries for “Section 1.874–1T” and “Sec-
tion 1.882–4T” and adding entries in
numerical order to read in part as follows:

Authority: 26 U.S.C. 7805 * * *
Section 1.874–1 also issued under 26

U.S.C. 874. * * *
Section 1.882–4 also issued under 26

U.S.C. 882(c). * * *
Par. 2. Section 1.874–1, paragraphs (b)(2)

through (b)(4) are revised to read as follows:

§1.874–1 Allowance of deductions and
credits to nonresident alien individuals.

* * * * *
(b) * * *
(2) Waiver. The filing deadlines set forth

in paragraph (b)(1) of this section may be
waived if the nonresident alien individual
establishes to the satisfaction of the Com-
missioner or his or her delegate that the in-
dividual, based on the facts and
circumstances, acted reasonably and in good
faith in failing to file a U.S. income tax re-
turn (including a protective return (as de-
scribed in paragraph (b)(6) of this section)).
For this purpose, a nonresident alien indi-
vidual shall not be considered to have acted
reasonably and in good faith if the indi-
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vidual knew that he or she was required to
file the return and chose not to do so. In
addition, a nonresident alien individual shall
not be granted a waiver unless the indi-
vidual cooperates in determining his or her
U.S. income tax liability for the taxable year
for which the return was not filed. The
Commissioner or his or her delegate shall
consider the following factors in determin-
ing whether the nonresident alien indi-
vidual, based on the facts and
circumstances, acted reasonably and in good
faith in failing to file a U.S. income tax
return—

(i) Whether the individual voluntarily
identifies himself or herself to the Inter-
nal Revenue Service as having failed to file
a U.S. income tax return before the Inter-
nal Revenue Service discovers the failure
to file;

(ii) Whether the individual did not be-
come aware of his or her ability to file a
protective return (as described in para-
graph (b)(6) of this section) by the dead-
line for filing the protective return;

(iii) Whether the individual had not pre-
viously filed a U.S. income tax return;

(iv) Whether the individual failed to file
a U.S. income tax return because, after ex-
ercising reasonable diligence (taking into ac-
count his or her relevant experience and
level of sophistication), the individual was
unaware of the necessity for filing the re-
turn;

(v) Whether the individual failed to file
a U.S. income tax return because of inter-
vening events beyond the individual’s con-
trol; and

(vi) Whether other mitigating or exac-
erbating factors existed.

(3) Examples. The following examples
illustrate the provisions of paragraph (b). In
all examples, A is a nonresident alien in-
dividual and uses the calendar year as A’s
taxable year. The examples are as follows:

Example 1. Nonresident alien individual dis-
closes own failure to file. In Year 1, A became a lim-
ited partner with a passive investment in a U.S. limited
partnership that was engaged in a U.S. trade or busi-
ness. During Year 1 through Year 4, A incurred losses
with respect to A’s U.S. partnership interest. A’s for-
eign tax advisor incorrectly concluded that because A
was a limited partner and had only losses from A’s
partnership interest, A was not required to file a U.S.
income tax return. A was aware neither of A’s obli-
gation to file a U.S. income tax return for those years
nor of A’s ability to file a protective return for those
years. A had never filed a U.S. income tax return be-
fore. In Year 5, A began realizing a profit rather than
a loss with respect to the partnership interest and, for
this reason, engaged a U.S. tax advisor to handle A’s
responsibility to file U.S. income tax returns. In pre-

paring A’s U.S. income tax return for Year 5, A’s U.S.
tax advisor discovered that returns were not filed for
Year 1 through Year 4. Therefore, with respect to those
years for which applicable filing deadlines in para-
graph (b)(1) of this section were not met, A would be
barred by paragraph (a) of this section from claim-
ing any deductions that otherwise would have given
rise to net operating losses on returns for these years,
and that would have been available as loss carryfor-
wards in subsequent years. At A’s direction, A’s U.S.
tax advisor promptly contacted the appropriate ex-
amining personnel and cooperated with the Internal
Revenue Service in determining A’s income tax li-
ability, for example, by preparing and filing the ap-
propriate income tax returns for Year 1 through Year
4 and by making A’s books and records available to
an Internal Revenue Service examiner. A has met the
standard described in paragraph (b)(2) of this sec-
tion for waiver of any applicable filing deadlines in
paragraph (b)(1) of this section.

Example 2. Nonresident alien individual refuses
to cooperate. Same facts as in Example 1, except that
while A’s U.S. tax advisor contacted the appropri-
ate examining personnel and filed the appropriate in-
come tax returns for Year 1 through Year 4, A refused
all requests by the Internal Revenue Service to pro-
vide supporting information (for example, books and
records) with respect to those returns. Because A did
not cooperate in determining A’s U.S. tax liability for
the taxable years for which an income tax return was
not timely filed, A is not granted a waiver as de-
scribed in paragraph (b)(2) of this section of any ap-
plicable filing deadlines in paragraph (b)(1) of this
section.

Example 3. Nonresident alien individual fails to
file a protective return. Same facts as in Example 1,
except that in Year 1 through Year 4, A also con-
sulted a U.S. tax advisor, who advised A that it was
uncertain whether U.S. income tax returns were nec-
essary for those years and that A could protect A’s right
subsequently to claim the loss carryforwards by fil-
ing protective returns under paragraph (b)(6) of this
section. A did not file U.S. income tax returns or pro-
tective returns for those years. A did not present evi-
dence that intervening events beyond A’s control
prevented A from filing an income tax return, and there
were no other mitigating factors. A has not met the
standard described in paragraph (b)(2) of this sec-
tion for waiver of any applicable filing deadlines in
paragraph (b)(1) of this section.

Example 4. Nonresident alien with effectively con-
nected income. In Year 1, A, a computer program-
mer, opened an office in the United States to market
and sell a software program that A had developed out-
side the United States. A had minimal business or tax
experience internationally, and no such experience in
the United States. Through A’s personal efforts, U.S.
sales of the software produced income effectively con-
nected with a U.S. trade or business. A, however, did
not file U.S. income tax returns for Year 1 or Year 2.
A was aware neither of A’s obligation to file a U.S.
income tax return for those years, nor of A’s ability
to file a protective return for those years. A had never
filed a U.S. income tax return before. In November
of Year 3, A engaged U.S. counsel in connection with
licensing software to an unrelated U.S. company. U.S.
counsel reviewed A’s U.S. activities and advised A
that A should have filed U.S. income tax returns for
Year 1 and Year 2. A immediately engaged a U.S. tax
advisor who, at A’s direction, promptly contacted the
appropriate examining personnel and cooperated with

the Internal Revenue Service in determining A’s in-
come tax liability, for example, by preparing and fil-
ing the appropriate income tax returns for Year 1 and
Year 2 and by making A’s books and records avail-
able to an Internal Revenue Service examiner. A has
met the standard described in paragraph (b)(2) of this
section for waiver of any applicable filing deadlines
in paragraph (b)(1) of this section.

Example 5. IRS discovers nonresident alien’s fail-
ure to file. In Year 1, A, a computer programmer,
opened an office in the United States to market and
sell a software program that A had developed out-
side the United States. Through A’s personal ef-
forts, U.S. sales of the software produced income
effectively connected with a U.S. trade or business.
A had extensive experience conducting similar busi-
ness activities in other countries, including making the
appropriate tax filings. A, however, was aware nei-
ther of A’s obligation to file a U.S. income tax re-
turn for those years, nor of A’s ability to file a
protective return for those years. A had never filed a
U.S. income tax return before. Despite A’s exten-
sive experience conducting similar business activi-
ties in other countries, A made no effort to seek advice
in connection with A’s U.S. tax obligations. A failed
to file either U.S. income tax returns or protective re-
turns for Year 1 and Year 2. In November of Year 3,
an Internal Revenue Service examiner asked A for an
explanation of A’s failure to file U.S. income tax re-
turns. A immediately engaged a U.S. tax advisor, and
cooperated with the Internal Revenue Service in de-
termining A’s income tax liability, for example, by pre-
paring and filing the appropriate income tax returns
for Year 1 and Year 2 and by making A’s books and
records available to the examiner. A did not present
evidence that intervening events beyond A’s control
prevented A from filing a return, and there were no
other mitigating factors. A has not met the standard
described in paragraph (b)(2) of this section for waiver
of any applicable filing deadlines in paragraph (b)(1)
of this section.

Example 6. Nonresident alien with prior filing his-
tory. A began a U.S. trade or business in Year 1 as a
sole proprietorship. A’s tax advisor filed the appro-
priate U.S. income tax returns for Year 1 through Year
6, reporting income effectively connected with A’s U.S.
trade or business. In Year 7, A replaced this tax ad-
visor with a tax advisor unfamiliar with U.S. tax law.
A did not file a U.S. income tax return for any year
from Year 7 through Year 10, although A had effec-
tively connected income for those years. A was aware
of A’s ability to file a protective return for those years.
In Year 11, an Internal Revenue Service examiner con-
tacted A and asked for an explanation of A’s failure
to file income tax returns after Year 6. A immedi-
ately engaged a U.S. tax advisor and cooperated with
the Internal Revenue Service in determining A’s in-
come tax liability, for example, by preparing and fil-
ing the appropriate income tax returns for Year 7
through Year 10 and by making A’s books and records
available to the examiner. A did not present evi-
dence that intervening events beyond A’s control pre-
vented A from filing a return, and there were no other
mitigating factors. A has not met the standard de-
scribed in paragraph (b)(2) of this section for waiver
of any applicable filing deadlines in paragraph (b)(1)
of this section.

(4) Effective date. Paragraphs (b)(2) and
(3) of this section are applicable to open
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years for which a request for a waiver is
filed on or after January 29, 2002.

* * * * *

§1.874–1T [Removed]

Par. 3. Section 1.874–1T is removed.
Par. 4. Section 1.882–4, paragraphs

(a)(3)(ii) through (a)(3)(iv) are revised to
read as follows:

§1.882–4 Allowance of deductions and
credits to foreign corporations.

(a) * * *
(3) * * *
(ii) The filing deadlines set forth in para-

graph (a)(3)(i) of this section may be
waived if the foreign corporation estab-
lishes to the satisfaction of the Commis-
sioner or his or her delegate that the
corporation, based on the facts and circum-
stances, acted reasonably and in good faith
in failing to file a U.S. income tax return
(including a protective return (as described
in paragraph (a)(3)(vi) of this section)). For
this purpose, a foreign corporation shall not
be considered to have acted reasonably and
in good faith if it knew that it was required
to file the return and chose not to do so. In
addition, a foreign corporation shall not be
granted a waiver unless it cooperates in the
process of determining its income tax li-
ability for the taxable year for which the re-
turn was not filed. The Commissioner or his
or her delegate shall consider the follow-
ing factors in determining whether the for-
eign corporation, based on the facts and
circumstances, acted reasonably and in good
faith in failing to file a U.S. income tax
return—

(A) Whether the corporation voluntar-
ily identifies itself to the Internal Rev-
enue Service as having failed to file a U.S.
income tax return before the Internal Rev-
enue Service discovers the failure to file;

(B) Whether the corporation did not be-
come aware of its ability to file a protec-
tive return (as described in paragraph
(a)(3)(vi) of this section) by the deadline
for filing a protective return;

(C) Whether the corporation had not pre-
viously filed a U.S. income tax return;

(D) Whether the corporation failed to file
a U.S. income tax return because, after ex-
ercising reasonable diligence (taking into ac-
count its relevant experience and level of

sophistication), the corporation was un-
aware of the necessity for filing the re-
turn;

(E) Whether the corporation failed to file
a U.S. income tax return because of inter-
vening events beyond its control; and

(F) Whether other mitigating or exac-
erbating factors existed.

(iii) The following examples illustrate the
provisions of this section. In all examples,
FC is a foreign corporation and uses the cal-
endar year as its taxable year. The examples
are as follows:

Example 1. Foreign corporation discloses own fail-
ure to file. In Year 1, FC became a limited partner with
a passive investment in a U.S. limited partnership that
was engaged in a U.S. trade or business. During Year
1 through Year 4, FC incurred losses with respect to
its U.S. partnership interest. FC’s foreign tax direc-
tor incorrectly concluded that because it was a lim-
ited partner and had only losses from its partnership
interest, FC was not required to file a U.S. income tax
return. FC’s management was aware neither of FC’s
obligation to file a U.S. income tax return for those
years, nor of its ability to file a protective return for
those years. FC had never filed a U.S. income tax re-
turn before. In Year 5, FC began realizing a profit
rather than a loss with respect to its partnership in-
terest and, for this reason, engaged a U.S. tax advi-
sor to handle its responsibility to file U.S. income tax
returns. In preparing FC’s income tax return for Year
5, FC’s U.S. tax advisor discovered that returns were
not filed for Year 1 through Year 4. Therefore, with
respect to those years for which applicable filing dead-
lines in paragraph (a)(3)(i) of this section were not met,
FC would be barred by paragraph (a)(2) of this sec-
tion from claiming any deductions that otherwise would
have given rise to net operating losses on returns for
those years, and that would have been available as loss
carryforwards in subsequent years. At FC’s direc-
tion, its U.S. tax advisor promptly contacted the ap-
propriate examining personnel and cooperated with the
Internal Revenue Service in determining FC’s in-
come tax liability, for example, by preparing and fil-
ing the appropriate income tax returns for Year 1
through Year 4 and by making FC’s books and records
available to an Internal Revenue Service examiner. FC
has met the standard described in paragraph (a)(3)(ii)
of this section for waiver of any applicable filing dead-
lines in paragraph (a)(3)(i) of this section.

Example 2. Foreign corporation refuses to coop-
erate. Same facts as in Example 1, except that while
FC’s U.S. tax advisor contacted the appropriate ex-
amining personnel and filed the appropriate income
tax returns for Year 1 through Year 4, FC refused all
requests by the Internal Revenue Service to provide
supporting information (for example, books and
records) with respect to those returns. Because FC did
not cooperate in determining its U.S. tax liability for
the taxable years for which an income tax return was
not timely filed, FC is not granted a waiver as de-
scribed in paragraph (a)(3)(ii) of this section of any
applicable filing deadlines in paragraph (a)(3)(i) of this
section.

Example 3. Foreign corporation fails to file a pro-
tective return. Same facts as in Example 1, except that
in Year 1 through Year 4, FC’s tax director also con-
sulted a U.S. tax advisor, who advised FC’s tax di-

rector that it was uncertain whether U.S. income tax
returns were necessary for those years and that FC
could protect its right subsequently to claim the loss
carryforwards by filing protective returns under para-
graph (a)(3)(vi) of this section. FC did not file U.S.
income tax returns or protective returns for those years.
FC did not present evidence that intervening events
beyond FC’s control prevented it from filing an in-
come tax return, and there were no other mitigating
factors. FC has not met the standard described in para-
graph (a)(3)(ii) of this section for waiver of any ap-
plicable filing deadlines in paragraph (a)(3)(i) of this
section.

Example 4. Foreign corporation with effectively
connected income. In Year 1, FC, a technology com-
pany, opened an office in the United States to mar-
ket and sell a software program that FC had developed
outside the United States. FC had minimal business
or tax experience internationally, and no such expe-
rience in the United States. Through FC’s direct ef-
forts, U.S. sales of the software produced income
effectively connected with a U.S. trade or business.
FC, however, did not file U.S. income tax returns for
Year 1 or Year 2. FC’s management was aware nei-
ther of FC’s obligation to file a U.S. income tax re-
turn for those years, nor of its ability to file a protective
return for those years. FC had never filed a U.S. in-
come tax return before. In January of Year 4, FC en-
gaged U.S. counsel in connection with licensing
software to an unrelated U.S. company. U.S. coun-
sel reviewed FC’s U.S. activities and advised FC that
it should have filed U.S. income tax returns for Year
1 and Year 2. FC immediately engaged a U.S. tax ad-
visor who, at FC’s direction, promptly contacted the
appropriate examining personnel and cooperated with
the Internal Revenue Service in determining FC’s in-
come tax liability, for example, by preparing and fil-
ing the appropriate income tax returns for Year 1 and
Year 2 and by making FC’s books and records avail-
able to an Internal Revenue Service examiner. FC has
met the standard described in paragraph (a)(3)(ii) of
this section for waiver of any applicable filing dead-
lines in paragraph (a)(3)(i) of this section.

Example 5. IRS discovers foreign corporation’s
failure to file. In Year 1, FC, a technology com-
pany, opened an office in the United States to mar-
ket and sell a software program that FC had developed
outside the United States. Through FC’s direct ef-
forts, U.S. sales of the software produced income ef-
fectively connected with a U.S. trade or business. FC
had extensive experience conducting similar busi-
ness activities in other countries, including making the
appropriate tax filings. However, FC’s management
was aware neither of FC’s obligation to file a U.S. in-
come tax return for those years, nor of its ability to
file a protective return for those years. FC had never
filed a U.S. income tax return before. Despite FC’s
extensive experience conducting similar business ac-
tivities in other countries, it made no effort to seek
advice in connection with its U.S. tax obligations. FC
failed to file either U.S. income tax returns or pro-
tective returns for Year 1 and Year 2. In January of
Year 4, an Internal Revenue Service examiner asked
FC for an explanation of FC’s failure to file U.S. in-
come tax returns. FC immediately engaged a U.S. tax
advisor, and cooperated with the Internal Revenue Ser-
vice in determining FC’s income tax liability, for ex-
ample, by preparing and filing the appropriate income
tax returns for Year 1 and Year 2 and by mak-

March 24, 2003 613 2003–12 I.R.B.



ing FC’s books and records available to the examiner.
FC did not present evidence that intervening events
beyond its control prevented it from filing a return,
and there were no other mitigating factors. FC has not
met the standard described in paragraph (a)(3)(ii) of
this section for waiver of any applicable filing dead-
lines in paragraph (a)(3)(i) of this section.

Example 6. Foreign corporation with prior fil-
ing history. FC began a U.S. trade or business in Year
1. FC’s tax advisor filed the appropriate U.S. in-
come tax returns for Year 1 through Year 6, report-
ing income effectively connected with FC’s U.S. trade
or business. In Year 7, FC replaced its tax advisor with
a tax advisor unfamiliar with U.S. tax law. FC did not
file a U.S. income tax return for any year from Year
7 through Year 10, although it had effectively con-
nected income for those years. FC’s management was
aware of FC’s ability to file a protective return for
those years. In Year 11, an Internal Revenue Ser-
vice examiner contacted FC and asked its chief fi-
nancial officer for an explanation of FC’s failure to
file U.S. income tax returns after Year 6. FC imme-
diately engaged a U.S. tax advisor and cooperated with
the Internal Revenue Service in determining FC’s in-
come tax liability, for example, by preparing and fil-
ing the appropriate income tax returns for Year 7
through Year 10 and by making FC’s books and
records available to the examiner. FC did not present
evidence that intervening events beyond its control pre-
vented it from filing a return, and there were no other
mitigating factors. FC has not met the standard de-
scribed in paragraph (a)(3)(ii) of this section for waiver
of any applicable filing deadlines in paragraph (a)(3)(i)
of this section.

(iv) Paragraphs (a)(3)(ii) and (iii) of this
section are applicable to open years for
which a request for a waiver is filed on or
after January 29, 2002.

* * * * *

§1.882–4T [Removed]

Par. 5. Section 1.882–4T is removed.

David A. Mader,
Assistant Deputy Commissioner

of Internal Revenue.

Approved January 17, 2003.

Pamela F. Olson,
Assistant Secretary of the Treasury.

(Filed by the Office of the Federal Register on March 7, 2003,
8:45 a.m., and published in the issue of the Federal Regis-
ter for March 10, 2003, 68 F.R. 11313)

Section 6011.—General
Requirement of Return,
Statement, or List

26 CFR 1.6011–4: Requirement of statement
disclosing participation in certain transactions by
taxpayers.

T.D. 9046

DEPARTMENT OF THE
TREASURY
Internal Revenue Service
26 CFR Parts 1, 20, 25, 31,
53, 54, 56, 301, and 602

Tax Shelter Regulations

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Final regulations.

SUMMARY: These regulations finalize the
rules relating to the filing by certain tax-
payers of a disclosure statement with their
federal tax returns under section 6011(a),
the rules relating to the registration of con-
fidential corporate tax shelters under sec-
tion 6111(d), and the rules relating to the
list maintenance requirements under sec-
tion 6112. These regulations affect taxpay-
ers participating in reportable transactions,
persons responsible for registering confi-
dential corporate tax shelters, and organiz-
ers and sellers of potentially abusive tax
shelters.

DATES: Effective Date: These regulations
are effective February 28, 2003.

Applicability Date: For dates of appli-
cability, see §1.6011–4(h), §20.6011–4(b),
§25.6011–4(b), §31.6011–4(b), §53.6011–
4(b), §54.6011–4(b), §56.6011–4(b),
§301.6111–2(h), and §301.6112–1(j).

FOR FURTHER INFORMATION CON-
TACT: Tara P. Volungis or Charlotte Chyr,
202–622–3070 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collections of information contained
in these final regulations have been re-
viewed and approved by the Office of Man-
agement and Budget in accordance with the
Paperwork Reduction Act (44 U.S.C. 3507)
under control numbers 1545–1685, 1545–
1687, and 1545–1686. Responses to these
collections of information are mandatory.
Form 8886, “Reportable Transaction Dis-
closure Statement”, reflects the collection
of information relating to the disclosure of
reportable transactions for the regulations
under §1.6011–4, and was approved by
OMB under control number 1545–1800.

Form 8264, “Application for Registration
of a Tax Shelter”, reflects the collection of
information relating to the registration of
tax shelters for the regulations under
§301.6111–2 and §301.6111–1T, and was
approved by OMB under control number
1545–0865.

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 assigned by the Of-
fice of Management and Budget.

The estimated annual burden per
respondent/recordkeeper for the collec-
tion of information in §1.6011–4 will be re-
flected on Form 8886. The estimated annual
burden for the collection of information in
Form 8886 is 3,770 hours and the esti-
mated number of respondents/recordkeepers
is 500. The estimated annual burden per
respondent/recordkeeper for the collec-
tion of information in §301.6111–2 is re-
flected on Form 8264. The estimated annual
burden for the collection of information in
Form 8264 is 14,382 hours and the esti-
mated number of respondents/recordkeepers
is 350. The estimated annual burden per re-
cordkeeper for the collection of informa-
tion in §301.6112–1 is 100 hours and the
estimated number of recordkeepers is 500.

Comments concerning the accuracy of
these burden estimates and suggestions for
reducing these burdens should be sent to the
Internal Revenue Service, Attn: IRS Re-
ports Clearance Officer, W:CAR:MP:T:T:
SP, Washington, DC 20224, and to the
Office of Management and Budget, Attn:
Desk Officer for the Department of the
Treasury, Office of Information and Regu-
latory Affairs, Washington, DC 20503.

Books and records relating to these col-
lections of information must be retained as
long as their contents may become mate-
rial in the administration of any internal rev-
enue law. Generally, tax returns and tax
return information are confidential, as re-
quired by 26 U.S.C. 6103.

Background

This document amends 26 CFR part 1
to provide rules relating to the disclosure
of reportable transactions by certain tax-
payers on their federal tax returns under sec-
tion 6011, and also amends 26 CFR parts
20, 25, 31, 53, 54, and 56 to provide rules
for purposes of estate, gift, employment, and
pension and exempt organizations excise
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