Draft Date: 11/07/2003 CASE-MIS Number: OGI-XXXXXX-03

Part (I - Administrative, Procedurai, and Miscelianeous

RRSP and RRIF Information Reporting

Notice 2003-75

SECTION 1. BACKGROUND.,

Notice 2003-25, 2003-18 |.R.B. 855, and Notice 2003-57, 2003-34 |.R.B. 397
provided guidance to taxpayers regarding their 2002 taxable year reporting obligations
with respect to Canadian registered retirement savings plans (“RRSPs”) and registered
retirement income funds (“RRIFs”). These Notices stated that Treasury and IRS
intended to develop an alternative, simplified reporting regime for these Canadian
retirement plans for future taxable years.

This Notice describes the new simplified reporting regime that Treasury and IRS
have developed for taxpayers that hold interests in RRSPs and RRIFs. The new
reporting regime is effective for taxable years beginning after December 31, 2002 and
is in lieu of the Form 3520 (Annual Return to Report Transactions with Foreign Trusts

and Receipt of Certain Foreign Gifts) and Form 3520-A (Annual Information Return of



Foreign Trust with a U.S. Owner) filing obligations that otherwise apply to U.S. citizens
and resident aliens that hold interests in RRSPs and RRIFs and to the custodians of
such plans. The new simplified reporting regime is designed to permit taxpayers to
meet their reporting obligations by using information that is readily available to the
owner of an RRSP or RRIF.

SECTION 2. NEW REPORTING REGIME.

.01. New Form. Under the authority of section 6001 of the internal Revenue
Code, Treasury and the IRS are designing a new form that a U.S. citizen or resident
alien who is a beneficiary of an RRSP or RRIF must complete and attach to his or her
Form 1040. For purposes of the new reporting requirements, a beneficiary of an RRSP
or RRIF is an individual who is subject to current U.S. income taxation on income
accrued in the plan or would be subject to such taxation had the individual not made
the election under Article XVIII{7} of the U.S.-Canada income tax convention
(“Convention”) to defer U.S. income taxation of income accrued in the plan. The new
form also will coordinate the reporting rules with the procedure set forth in section 4 of
Revenue Procedure 2002-23, 2002-1 C.B. 744, for making the election under Article

XVII{7} of the Convention.

.02. Interim Reporting Rules for Taxpayers Making the Election to Defer U.S.

Income Taxation on Income of an RRSP or RRIF. Until the form described in section

2.01 is available, any U.S. citizen or resident alien who is a beneficiary of an RRSP or

RRIF and who has made, or is making, the election described in section 4 of Revenue
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Procedure 2002-23 with respect to the RRSP or RRIF must(i} attach a copy of each

such election to his or her Form 1040 [along with information showing the balance of

the plan in the current year] and

(it) comply with section 2.04 of this Notice if the taxpayer has received any distribution

during the taxable year from such RRSP or RRIF .,

.03. Interim Reporting Rules for Taxpayers Not Making the Election to Defer

U.S. Income Taxation on Income of an RRSP or RRIF. Until the form described in

section 2.01 is available, any U.S. citizen or resident alien who is a beneficiary of an
RRSP or RRIF and who has not made, and is not making, the election described in
section 4 of Revenue Procedure 2002-23 with respect to the RRSP or RRIF must
attach a statement to his or her Form 1040 that includes the following information:

(i) The caption “CANADIAN RRSP’ or “CANADIAN RRIF,” whichever is
applicable.

{iiy  The taxpayer's name and taxpayer identification number.

(i)  The taxpayer's address.

(iv)]  The name and address of the custodian of the RRSP or RRIF and the

plan account number, if any.
(v)  The amount of contributions to the RRSP or RRIF during the current year.
(vi)  The undistributed earnings of the RRSP or RRIF during the current year

in each of the foliowing categories; interest, dividends, capital gains, and

other.



(vii) The total amount of distributions received from the RRSP or RRIF during
the current year.
The taxpayer must provide a separate statement for each RRSP or RRIF of which he
or she is a beneficiary. In addition {o attaching the statement described in this section
2.03 to his or her Form 1040, the taxpayer must report the undistributed earnings of all
such RRSPs and RRIFs on Schedule B (Interest and Ordinary Dividends) or D (Capital

Gains and Losses), if required, and on line Ba, 9, 13, or 21 of the Form 1040. The
taxpayer must also comply with section 2.04 of this Notice if the taxpayer has received
any distribution during the taxable year from such RRSP or RRIF.

.04 If the beneficiary of an RRSP or RRIF has received any distribution during
the taxable year from the RRSP or RRIF, the beneficiary must report the total amount
of distributions received during the taxable year from all such RRSPs and RRIFs on
line 16a of the Form 1040 and the taxable amount of all such distributions {(as
determined under section 72) on line 16b of the Form 1040..

05. Record Retention. In ali cases, taxpayers must retain supporting

documentation relating to information required by the new reporting regime, including

Canadian Forms T4RSP, T4RIF, or NR4, and monthly or annual statements issued by

the custodian.

SECTION 3. SECTIONS 6048 AND 6677 ARE NOT APPLICABLE
As a result of the new reporting regime described in section 2 of this

notice, Treasury and the IRS have determined that the United States no longer
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has a significant tax interest in obtaining information under section 6048 with
respect to RRSPs and RRIFs. Accordingly, under the authority of section
8048(d)(4), the notice and return requirements of section 6048 reporting no
longer apply with respect to RRSPs and RRIFs and their beneficiaries, effective
for taxable years beginning after 2002,

Because RRSPs and RRIFs are now excluded from the notice and return
requirements of section 6048, RRSPs and RRIFs and their beneficiaries are not
subject to the penaities described in section 6677. Beneficiaries of RRSPs and RRIFs
may, however, be subject to other penalties, e.g., the penalty imposed by section 6651
for failure to file a tax return or to pay tax.

SECTION 4. EFFECT ON OTHER DOCUMENTS.

Notice 97-34, Notice 2003-25, and Notice 2003-57 are superseded to the extent
inconsistent with this notice.

SECTION 5. EFFECTIVE DATE.

This notice is effective for taxable years beginning on or after January 1, 2003.

SECTION 6. PAPERWORK REDUCTION ACT.

The collection of information contained in this notice has been reviewed and
approved by the Office of Management and Budget in accordance with the Paperwork
Reduction Act (44 U.S.C. 3507) under control number 1545-_ .

An agency may not conduct or sponsor, and a person is not required to respond

to, a collection of information unless the collection of information displays a valid OMB
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control number.

The collection of information in this notice is in section 2 This information will be
used to compute and collect the right amount of tax. The likely respondents are
individuals.

The estimated total annual reporting burden is 1,500,000 hours. The estimated
annual burden per respondent varies from 0.5 hour to 5 hours, depending on individual
circumstances, with an estimated average of 2. The estimated number of respondents
is 750,000.

The estimated annual frequency of responses is once per respondent.

Baoks or records relating to a collection 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.

SECTION 7. DRAFTING INFORMATION.

The principal author of this notice is Willard W. Yates of the Office of Associate
Chief Counsel {International). For further information regarding this notice

contact Witlard W. Yates on (202) 622-3880 (not a toll-free call}.
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Sec. 6048. Information with respect to certain foreign
trusts.
{a) Notice of certain events,
(1} General rule. On or before the 90th day (or such later
day as the Secretary may prescribe) after any reportable
event, the responsible party shall provide written notice of
such event 10 the Secretary in accordance with paragraph
(21
(2} Contents of notice. The notice required by paragraph
(1) shall contain such information as the Secretary may
prescribe, including —
{A} the amoumt of money or other property (if any)
transferred to the trust in connection with the reportable
event, and
{B) the identity of the trust and of each trustee and ben-
eficiary (or class of beneficiaries) of the trust.
(3) Reportable event. For purposes of this subsection —
{A) In general. The term “reportable event™ means —
(i) the creation of any foreign trust by a United States
persom,
(ii) the transfer of any money or property (directly or
indirectly) to a foreign trust by a United Stares per-
som, including a transfer by reason of death, and
{ii1) the death of a citizen or resident of the Unijted
States if—
(I} the decedent was treated as the owner uf any
portien of a foreign trust under the rules of subpart
E of part I of subchapier J of chapter L, or
(Il) any portion of a foreign trust was mcluded in
the gross estate of the decedent.
{B} Faceplions.

Code Sec. 6048(b)(2)[A}(ii)

{i) Fair market value sales, Subparagraph (A1) shal}
not apply to any transfer of property fo a trust in ex.
change for consideration of at least the fair market
vatue of the transferred property. For purpases of the
preceding sentence, consideration other than cash
shall be 1aken into account at its fajr market value
and the rules of section 679(a}3) shall apply.
{ii) Deferred compensation and charitable trusts. Sub-
paragraph (A} shall not apply with respect to a trust
which is—
(I) described in section 402(h), A04(a){4), or 4044,
or
(IT} determined by the Secretary to be described in
section 501{e)(3).
{4) Responsible party. For purposes of this subsection,
the term “responsible party” means—-
(A) the grantor in the case of the creation of an "nter
YIVOS [rust,
(B} the transferor in the case of a reportabie event de-
scibed in paragraph (3)(A)(ii} other than a transfer by
reason of death, and

(C) the executor of the decedent's estate in any other
case,

{b) United States owner of foreign trust.

(1) In general. If, ar any time during any taxable year of
a United States person, such petson is treated as the
owner of any portion of a foreign st under the rules of
subpart E of pant I of subchapter I of chapier 1, such per-
son shalt be responsibie to ensure thar—
{A) such wust makes a return for such year which sets
forth a full and complete accounting of all trust aciivi-
tes and operations for the year, the name of the United
States agent for such trust, and such oiher information
as the Secretary may prescribe, and
{B) such trust fumishes such information as the Secre-
tary may prescribe to each United States person (i) who
is treated as the owner of any portion of such trust or
(i) who receives (directly or indirecily) any distribution
from the trust.
(2) Trusts not having United States agent.
(A} In general. If the rules of this paragraph apply to
any foreign trust, the determination of amounts reguired
to be laken into accouns with respect 16 such trust by a
United States person under the rules of subpart E of
part T of subchapter 1 of chapter 1 shall be determined
by the Secretary,
{B) United States agent required. The rules of this para-
graph shall apply to any foreign trust 10 which para-
graph (1) applies unless such trusy agrees (in such man-
ner, subject o such conditions, and st such time as the
Secrelary shall prescribe) to authonze a Uned States
person to act as such rrust’s limited agent solely for
purposes of applying sectons 7602, 7603, and 7604
with respect to—
(i) any request by the Secrelary o examine records or
produce testimony related o the proper treatment of
amounts required to be taken inte accownt under the:
niles referred to in subparagraph (A), or
(u} any summons by the Secretary for such records
or testimony.
The appearance of persons or production of records by
reason of a United States person being such an agent
shall not subject such persons or records 1o legal pro-
cess for any purpose other than determinmng the corrcct
treatment under this title of the amounts required to be
taken into account under the reles seferred to in subpar-
agraph (A). A foretgn trust which appowmts an [sic] de-
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Code Sec. 6048(b)(2} A)(ii)

Information and returngs

—_—

sgribed in this subparagraph shall not be considered 1o
have an office ur a permanem esisblishmem in the
United States, or to be engaged in a trade or business in
the United Siates, solely because of the activities of
such agent pursuant to this subsection. .

{C) Other rules 1o apply. Rules similar to the rules of
paragraphs {2) and (4) of section 6038A(e} shail apply
tor purpoées of this paragraph.
(c) Reporting by United'States'beneﬁciaries uf foreign
trusts.
(L) In general. If any Umted Siates person receives (di-
rectly or indirecily) during any taxable year of such per-
son any distribution from a foreign trust, such person shall
make a return with respect to such trust for such year
which includes —
(A) the name of such trust,
{B} the aggrepate amount of the distributions so re-
ceived from such trust duriﬁg such taxable year, and

{C) such ciher information as the Secretary may pre-
scribe.
{2) Inclusion in income if records not provided.,
(A) In general. i adequate records are not provided to
the Secretary to determing the proper treatment of any
distribution from a foreign wust, such distribution shall
be treated as an accumulation distribution inchudible in
~ the: gross income of the dismibutee under chapter 1. To
the ex-tent provided in regulaifons, the preceding sen-
tence shall net apply if the foreign trust elects to be
subject to rules similar 1o the. rules of subxectmn
(b)2Z)(B).
(B) Application of acturnplation distibution rules. For
purposes of applying section 668 in a case to which
_subparagraph (A) appfies, the applicable numtber of
" years for purposes of section 668(a) shall be ¥ of the
" number of years the trust has Been in existence.
{d) Special rules.
{11 Determumtion of - whether united states person
makes {ransfer or receives distribution. For purposcs of
this section, in determining whether a United States pet-
son makes a transfer o, or receives a distribution from, a
foreign  érust, the fact that a portien of such trust s
treated as ownped by apother person under the rules of sub-
part E of part 1 of subchapter I of chapier 1 shali be disre-
garded. ..
{2) Domestic trosts with forelgn activities, To the extent
provided in regulations, a trust which is a United Siates
person shall ‘be tremted as a foreign trust for purposes of
this section and sectlon 6677 if such trust has substannal
activities, or holds substamqal property, ouiside the United
Statey.
{3) Time and mavner of filing information. Any aotice
or retum reguired under this section shall b made at such
time and in such manner asthe Sccretary shall prescnbe.

{4) Modification of return requirements. The Secretary
is authorized to suspend or modify any requirement of this
section if the Secretary deterrnines that the United States
has no sigeficant 1ax interest in obtaining the required in-
formation. )

{3) United States person’s refurn must be consistent
with trust return or Secretary notified of intonsisiency.
Rules similar to the rules of section 5034A(c) shall apply
To items reported by a trust under subsection (b} 14B) and
to United States persons referred fo in such subsection.
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in the heading of wubsee. {b)., effecnve as provided m Sec. 1901[4;
of FL, {04-128 {see below]
In 1996, £.0 104- 188, Sec. (901(a}, amended Code Sec 6048, ef-
fechve a» provided w Sec 1900y of this Act, which reads as fni»
dorws:

“{d) Effecthve dates —

{1} Reponable events — To the extent relared o subsection (a)
of secuun 6043 of the Tmermal Reveowe Code of 1988, a5 armended
by (s sectivn, 1he ameadmenls ade by this sechon shall apply o
reportable cvents {as defincd wn such section 8048} occurmng after
the date of the enactmmeat of this Acl,

(1) Gruntor wust eporing. — Ta the exwent related 1o subsac-
non (h} of such section 604% the amendmems made hy this section
shall apply lo taxablke years of Unyied Statcs persons hegintumg af-
1er Diecernber 33, 19%5.

“(3} Reporung by United Staies — To the extenl related to sub-
sceuan {c) of such sechon SHE, the amendments made by tus sec-
uoa shall apply lo dismbupons reccived afier lhe daiz of the enagr-
mant of tus Act”

Frior 10 arcadment. Code Sec. 5048 read a8 iol]aws
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“{a} {cneral rule,
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“(hy Form and contents of retums

“The refurns rcqulrcd by subsection {a) shall be in such ﬂm‘n and
shall st forth, in respect of the foreign trush, suth information s
the bm-elary pmcnbes by regulation af Recessary for camying out
the pravisions of the income tax laws,

“{e) Afinual teturns for foreign tusis having ohe or more Ummd
States benchclarics.

“Each (axpaytr subject 1o tax ender section 679 {rclating to fors
egn wusts having one or more Unsted Staies beneficiarics) for bis
wkable year with respect to any (rust <hsll make & rowum with re-
spect to such Iruet (o guch year at such tmme and in such manner,
and sewing {orth such information, as the Secrewary may by mgula-
Lons prescribe.

“(di Cross reference. .

“For pruvisions relating o penaltes for violation of this section,
see seciians 6677 and 7203
In (982, PL. 97248, Scc. 341(b), xdded ‘[ar on or belurt such
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subser (d) and added now subsec.-{e) .. - Sex. J013eNd), ang 14),
amended subsec (47, ar redesignated by Sec, 10130d301) of the Act
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and wanslers of proponly 1o forcign wusls afler 521714,
Prerr tp amesdment, subsec. {d) read s tollows
“idy Cross referenced !

“(1) For provisinns relaymg o p
hon, see scnons S67T and 7101,

“12) For definiton of e lerm “formign trust ereated by o United
Sates person’, see section §43(d) ”

Pnor b wmerdment, e heading of Code Sec 604% rdad 3 foi-
Jows:

YHO4B Relurns as w creation of or 1ransfers o cerun foreign
1rusts

—PL. 04 455, Sec. 1906[!)][1]}(1%} substituted ' Secretary” for
"Secretary or his delepate”, in Code Sec. GMB, cllecuve K177
Ie 1962, PL. B7- ¥33, Sec 7. added Code Scc 604R, offectve
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s fur viodahons af this sec-

Sec. 6049. Returns regardmg payments of interest.
(a) Requirement of reparting.

Every persen—

(1} who makes payments of interest (as defined in subsec-
uon (b)) aggregating $10 or more to any other person dur-
ing any calendar year, or

(2) who receives payments of interest {as so defined) as 3
nominee and who makes payments aggregating $10 or
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