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OFFICERS-FOREIGN PERS. HOLD. COS.— §6035 [{ 35,680)

REQUIXED
FOREIGN CORPORATION.—=1f, but for this paragraph, 2 or moce

! (3) 2 OR MORE FERSONS
3

63,059

TO FURNISH (NFORMATION WETH RESPECT TO SAME
persons would be required

1o furnish information under subsection {(a) with respect Lo the same foreign corporation

? for the same taxable year, the Secretary may by regulations provide that such informa-
tion shalt be required only {rowm | person.

01 Amended by PL. 97.248 apd PL. 94455
{Deadwood Act). For details, see the Code
Yolumes.

Comamittes Report on PL. 97-248

197 The bill replaces the current foreigh personal
holding tompeny reporting coquirements. The bili
imposes its reporting requirements on 10-percent (ratier
1haas 50-percent) sharthokders of & forcign persontl held-
ing company &1 well as on officers and dircciers. The
calculsiion of whether 3 person is a 10-percent share-
bolder invalves indirect ownership as well as dicect own-
ership,

The required information includes both shareholder
information and income information as wall as wck
other necessary informalion as the Secrelary shall pre-
scrbe. Reguired shareholder information includes the
names and sddresses of all persons who held shares,
options, and convertible securities during ihe taxable
year, 3 description of each class of shares and the wial
humber of shares of sach ¢lass sutstanding at year's end;
the number of shares of each ¢luss, options, or converts-
bie securities beld by each person; and any thanges in
the holdings of shares, opeinns. or convertible secunties
during the year, Required income inlormation includes
the foreign personal holding compamy's gross income.
credies, taxable income. and wndistributed foreign per-
sonal hotding company income for Live vear, ’

The bill changes preseoy law 1o give e Internal
Revenge Service more Nexibiny in esiablishing (iling

@ Regulations

detes lor reporws rehiling Lo forcim peronal holding
tompanies and Lo make it possible for the Imernal Reve-
nue Service Lo include the Joreign personal holding com-
pany reports in & combined intemational report. In
particular, it suthotizes the Commissioner to detignate
the time when the foreign persomal holding company
reports and rewarns must be Jiled,

Wheiher » person is required 1a file & return s deter-
muined on the date the retucn is due. If, on that date, no
person is tequired W Fle (because, {or example, the
corporation has been dissofved), Lhen filing is required of
the persons whe were officers, direciors or 10-percemt
sharcholders on the last day of the corporation’s [axsble
vear for which there was & peeson tequired Lo file,

If Lwo or more persons are required to file, the bill
provides 1hat 1he Secretary may, by rcgulations, require

only one of them Lo fike,

The bill alse adds 2 $1,000 civil penally [or fsilure to
file 3 proper foreign personal hoddingk company informa-
uon reuen. This penaliy does not apply, bowever, if the
failure is shown to be due Lo reasonable cause.

This provision applies 1o failums 1o furnish informa-
tion that was due o the day after 1he dale of enactment

and therea{ter.—Senace Finance Committee Report.

.20 Commiuéeu}::lpm on 1954 Code Sec.
6015 were reprod at S8 CCH 1 5055.10.

[$36,681] §1.6035-1. Returns of U.S. officers, direcvors and 10-percent

sharehoiders of foreign personal holding companies for taxable years beginning

after September 3, 1982.—(a) Reguirement of recurns—{1) In general. For \axable.
years of a foreign personal holding company beginning after September 3, 1982, each

United States citizen or residemt who is an officer, director, or 10-percent shareholder of

the foreign persenal holding company (as defined in section 552) shall file“with his

income tax return, on or before the datc that return is due, Form 5471 and the

applicable scheduies to be completed in accordance with the instructions setting forth

corporate, shareholder, and income information for the foreign personal holding com-

pany's annual accounting period that ends with or within the officer’s, director’s, or

shareholder’s tazable year.

{(2) Genera! corporate information. The genecal foreign personal holding
tompany information required by this section with respeci to each taxable year is as
follaws:

(i} The name and address and employer identification number (if any) of
the corporation;

(ii) The kind of Husiness in which the corporation is engaged,
(ii1} The dake of 1s incorporation,
(iv) The country under the laws of which the corporation is incorporated,

(v} A description of each class of stock issued and outstanding by the
corporation for the beginning and end of the annual accounting peried;

{(vi) The number of shares and par value of common stock. of the
corporation issued and outstanding as of the beginning and end of the taxable year;

92(10) CCH~—Standard Federal Tax Reports Reg. § 1.6035-1(a}(2)(v} 1 36,681
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INFORMATION—FOREIGN CORPORATIONS— 6438 (136.7401 63 067

Information Return of S Corporation

¢ @ CCH Explanation._

the omission of information or inclusicn of incorrect mformanon on informa-
tion returns or payee statements, see § 40,985

Form 1120-5 is not strictly an.information return because, under certain .-
conditions, the corporation may be liable for @ capital gains tax, which is |

computed on Schedule D of the form. See { 33,603.01 —CCH.-

.15 Staente of limitations —Where & corpora-
tivn muket 1 valid S corporition election, the
statute contemplaies that no income Laxes are to
be paid by it and therefore there is no occasion for
a period of limitations on assessment and collec-
tion with regard to the torporstion. It is only
where the election for some reason is determined
tg have been ineffective that the return filed by
the subchapter 5 corporation is treated as & coepo-
ale return for Lthe purposes of the siafute of
timiLations. Therefore, the Commissioner was not
prevented by the siatute of limitations from
adjusiing 1he taxpayer's income arising from Lhe
adjustments made in the income and deductions
of the subchapler S corporalion.

W.H. Leonhart, 37 TCM 443, Dec. 28975(M}, TC

Memo. 1968-98. AIf’d on another issue, (CA4) 63.2
USTC 9597, 414 F. 2d 749,

Followed.

JA Jacobeson, 54 TCWM 1043, Dee 44 MM, TC
Mema 1987.55%.

A notice of deficiency aitributable 1o a disal-

Iowed corporate loss which was sent to the sole
shareholdes of an S corporation priof Lo the expi-

ration of the three-year period for assessment .

against the individual, but afier the three-year
peniod for asscssment against the S cacporadion,

" was characterized as timely. The s1atute of limi-

tations was properly apphtd aL the sharcholder
level and not a1 the corporate level since the

L nformation return filed by an S corporation fune-

[136,740)

. tionsag s corporate income tax retucn, for Jimnita-

tions purposes, only when the $ corporation
clection s otherwise ineffective,

Feblhaber, R, 94 TC 863, Dec. 46,647

Followed,
F?”Anﬂ. 61 TCM 1769, Dec. 47 149M), TC Meme.
1-4
M. Brody, 61 TCM 1993, Dec. 47.190M), TC Mermo.
1991-78.

To the contrary. The IRS could not adjust a
sharehokder's retuen based an an adjustment to an
S corporation’s return after the stalute of limita-
tions had run on the corporate return. The taz-
payers had deducted a pass-through loss on a
50%-owned 5 corporation. The TRS obtained an
extension of the statute of limitations [rom the
taxpayers but did not obtain an extension from
the S corparation. The IRSs argument that the

statute of limilations is triggered by the fiking of

an information revurn only if it is determined that
the corporation itsel owes a Lax because of an
invalid election of because of a valid apptication
ol one of the exceptions to no payment of tax by
the S corporation was rejected. Adjustments to an
S corporation's return are barred alier the three-
vear limilations period unless the (RS obtaina an
citension from the corporation.

DM Kelley, CA9, 891 vstc 19360, 877 F2d 756.

Cert. denied, 10/2/85.

INFORMATION WITH RESPECT TO

CERTAIN FOREIGN CORPQRATIONS -
Sec. 5038 {1986 Code). (a) REQUIREMENTS.—

(1) In cENERAL —Every United Siates person shail furnish, with respect to any
foreign corperation which such person controls (within the meaning of subsection (e} 1)),
such informalion as the Segietary may prescribe by regulations relating le— s

{A) the name, the principal place of business, and the nature of business of such
foreign corporation, and the country under whose Jaws incorporated;

[areign corporation,

85 Code

capital;

. (B} the post-1986 undistributed earnings (as defined in section 902(c)) of such

() a balance sheel for such [oreign corporation lsting assets, Yabilivies, aod

{D} (eansacuions between such foreign corporation and-—

(i) such person,

(iiY any other corporation which such person controls, and

(i) any United States person owning, at the tume Lhe transaction takes
place, L0 percent wr more of 1he value of any class of vock ourstanding of such

fureign corperation; and

92(10) CCH—Standard Federal Tax Reports

Code §6038(aK1K(0XKH) 136,740
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. 63,068 INFORMATION—FOREIGN CORPORATIONS— §6038 {136.740]

‘86 Code

136,740 Code § 6038{a)(1)(E)

(E) & description of the various classes of stock outstanding, and a list showing

the name and address of, and pumber of shares held by, each United Statex person

- -who'is a shareholder of record owning at any time during the ansual’s
- ¢ peried 5. perceat or more in value of any class of sfock outstanding of such foreign
: (F) such information as the Secretary may require for purposss of carrying out
the provisions of section 453C. L ¢
The Secretary may alia require the furnishing of any ather inloymation which is similar
or related in nature to that specified in the preceding sentence o which the Secretary
deteymines 1a be aporoprizte o carry out the provisions of this title.

(2} PERIOD FOR WHICH INFORMATION 1S TO AE FURNISHED, ETC.—The information
required under paragraph (1) shall be furnished for the snnual sccounting period of the
foreign corporation ending with or within the United States person's tazable year. The
information s0 required shall be furnished at such time and in such manner as the
Secretary shall by regulations prescribe,

{3 LDuTaTioN.—No inioemation shall be required to be fumished under this
subisection with respect te any foreign corposation for any annual accounting period
unless such information was required to be furnished under regulations in effect on the
first day of such anpual accounting period.

{4) INFORMATION REQUIRED FROM CERTAIN SHAREHOLDERS N CERTAIN CASES.—If any
foreign corporation is treated as a controlled foreign corporation for any purpose under
subpart F of part HI of subchapter N of chapter 1, the Secretary may reguire zny
United States person treated as a United States shaceholder of such corporation for any
purpase under subpart F 1o funmish the information required under paragraph {1).

(b) DOLLAR PENALTY FOR FAILURE TO FURNISH INFORMATION =

(1) IN CENERAL —If any person fails Lo furnish, within the time prescribed under
paragraph {2) of subsection (a}, any infarmation with respect 10 any foreign corpotation
required under paragiaph {1} of subseciion (a), such person shall pay a penality of §1,000
for each annual accounting period with respect to which such failure exists.

{2y INCREASE IN PENALTY WHERE FAJLURE CONTIXUES AFTER:NOTIFKCATION —If any
failure described in paragraph (1} continues for more than 90 days after the day on
which the Secretary mails novice of such filure to the United S1ates person, such person
shall pay a penaly (in addition 10 Lhe amount required under paragraph (1)) of $1,000
for each 30day period (or fraction thercol) during which such failure continues with
tespecl 1o any annual accounting period alter the expiration of such 90-day period. The
increase in any penally under thiz paragraph shall not eaceed 324,000,

(¢} PENALTY OF REDUCING FQKEIGN Tax CREDIT.—

{1} I¥ GENERAL—I( a United States pcrson- jails 10 furnish, within the time
prescribed under paragraph (2) of subsection {a), any informalion with respect to any
foreign corporation required ugder paragraph (1} of subsection (a). then— -

(A} in applying- section 901 {relating to waxes of forcrgn countries and posses.
sions of the United Scates) to such United States person for the 1axable vear, the
amount of Laxes (other than Laxes reduced under subparagraph {B}} paid or deemed
paid (orher than those deemed paid under section 904(c)) Lo any foreign country or
po;session of the United States for the taxable year shall be reduced by 10 percent,
an

(B) in applying sections 902 (relating 1o foreign wax credit lor corporate
stockholder in foreign corporation) and 960 (relating to special rules for foreign tax
credit) o any such United States person which is a corporation {or 10 any person
who atquires from any other person any pordoen of the interest 0f such other person
in any such foreign corporation, but only 1o the extent of such paortion) for any
taxable year, the amount of taxes paid or deemed paid by each foreign corporalion
with respect te which such person 15 required 1o furnish information dueing the
annual accounting period er periods with respect Lo which such infermation is
required under parageaph 12y of subscedion (3 shall be reduced by 10 percent

If such failure continues 90 days er more after notice of such failure by the Secrewary to
the United States person, then the amount of the reduction under this paragraph shall be

10 percent plus an additional 5 percent for each 3-month period, or fraction thereof,

during which such faiture Le furmsh information continues afier the expiration of such
90.day period.

©1991, Commerce Clearing House, Inc.
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FOREIGN CORPS.—ORGANIZATION-— §6046 [{37,040)

of qualiied wortgage boods, report the name,
address (of the residence purchased with the sub-
sidized hnancing) and socisl security number
(SSN) of wapayers receiving such financing, in
accordance with the form to be developed and its
instructions. The SSN may be solicited and col-
locted by the use of Fom W.9 and must be
sohicited and coflected by the issuer at or before
Lhe time the financing is provided. The issuer may
rely on the mortgage lender's solicitation and col-
lection of the mortgagor’s SSN. However, the
issuer is ullimately responsible for the limely,
accurate filing of the information return,

Reserve reporting under section 6045(2)4)

The Service will reserve, until otherwise pro-
vided in regulations or forms and instructions, its
suthority under sections 6045(a) and 6045(eX4)
of the Code to require the real estale reporting
person to report with respect Lo 1he presence of
federally-subsidized indebiedness. Any such
reparting requirements will not be effective lor
financing provided {or cerlificates issusd) prior (o
the issuance of those requirements.

L I W B A

Notice 90-70, 1990-2 CB 351.

.25 Form 1099-B.—Form 109%-B, Siatement
for Recipients of Procteds from Broker and Bartér
Exchange Transactions, will bc changed for 1985
to require brokers Lo indicate whether gross pro
ceeds OF gross proceeds less commissions and
oplion premiums are being reporied 10 the Ser-
viCe,

Announcement B4-72, LR B, 1984.28, 14,

.30 Magnetic media.—Procedures are 521 out
1o provide filers af infermation rewwrms with meth-

63,287

ods for applying for approval to use & particular
form of magnetic media or t0 request a waiver
from the magnetic’ media [liling requirements
because of undue hardship.

IR News Rel, IR-86:81, Just 18, 1986.

45 Real estace upou:mg persong —Informa-

tion reporting requirements were supplied 10 a -

real estate broker that offered various sale options
in conneclion with management relocation plans,
The broker was required te file an information
reiurn on certain plan options, depending on
whether it constituted a purchaser under Lhe par-
ucular sale plan executed.

IRS Letier Ruling 5041046, July 16, 1990.

.50 Reproduction of forms.—See 143,602 and
lollowing.

50 Treasury bonds and notes.—The Bureau
of the Public Deby has assumed responsibility for
reporting 10 the Internal Revenue Service
redempeions of all registered Treasury notes and
bonds.

Treasury Department News Rel., June 28, 1983,

90 Prior law.—
GCM. 1243} . X11.2CB 91,
Mim. 40R2, X11.2 CB 90.
Mim. 4099 X11-.2CB 53,
Mim. 4139. XI11-1 CB 91.
Mim. 4133, XIII-1 CB 92
Mim. 4283 XIV.1 CB 128,
Mim. 4336, XIV-2 CB 146,

 THER

[§ 37,040} RETURNS AS TO ORGANIZATION OR
REORGANIZATION OF FOREIGN CORPORATIONS AND AS 7O
ACQUISTFIONS OF THEIR STOCK *
Sec. 6046 [1986 Code]. (a) REQUIREMENTS OF RETURN —A return complying with the
requirfmems of subsection {b) shall be made by—

(1) each United States citizen or resident who is on January 1, 1963, an officer or
director of a foreign corporation, 3 percent or fote in value of the stock of which is
- gwned by a United States person (as defined in tection 77010aX30}), or who becomes
such an officer or director at any Lime after such date,

{2) each United States person who on Junuary 1, 1963, owns 3 percent or more in
value of the stock of a lereign corporalion, or who. at any time after such date—

(A) acquires stock which, when added 16 any stock ewned on January 1, 1963,
has a value equal to 5 percenl or more of the value of Lthe stock of a loreign
carporalion, ur

‘8§ Code

(B} acquires an adehonal 3 percent o more s value of the stoek o a fureign
curparation,

(1) each person (not described in paragraph ¢23) who, al any time aiter January 1,
1987, is treated as a Unied Siates shareholder under section $53(c) with respect o a,
foreign corposation, and

(4) each person who at any time afier fanuary 1, 1963, becomes a United States
person while owning S percent or more in value of the s1ock of a foreign corporation.

92(10) CCH—Standard Federal Tax Reports Code § 6046(a}(4) 737,040




63,288  FOREIGN CORPS.—ORGANIZATION— §6045 [137.040] i

. , In the case of a [orcign corporstion with respect to which any person is treated as s Linited
States shareholder under section 953(c), parsgraph (1) shall be treated as including a
reference 1o each United States person who is an officer or director of such cocporation.

(b) FORM AND CONTENTS OF RETURNS.—The, returns required by subsection (2) shall be in
such form ‘andshall vet forth! ta rédpect of the loréign’ corporation, such information &y the
Secrelary prescribes by forms or regulations as necessary for carrying out the provisions of

. the income tax taws, except that in Lhe casc of persons described only in subsection (a)(1) the
inflormation required shall be limited 1o the names and addresses of persons described in
paragraph (2) or (3) of subsection (a). -

{c) OwNERSite OF STOCK.—For purposes of subsection (a), stock owned directly or
. indirecily by a person {including, in the case of an individual, stock owned by members of his
: family) shall be 1aken into account. For purposes of the preceding sentence, the family of an
individual shall be considered as including only his brothers and sisters (whether by the whole
or hall blood), spouse, ancestors, and lineal descendants.

{d) TIME FOR FILING.—Any rewurn required by subsection (a) shall be filed on or before
the 90th day afier the day on which, under any provision of subsection (a), the United States
cilizen, resident, or person becomes liable 10 file such return (or on or before such later day as

_the Secretary may by forms or regulations prescribe).

{e) LIMITATION.—No information shall be required 1o be furnished under this section
with respect to any foreign corporation unless such information was required ta be lurnished
under regulations which have been in effect for at least 90 days belore Lhe date on which the
United States citizen, resident, or person becomes liable to filc a return required under
subsection (a).

{F) CROSS REFERENCE,—

For provisions relating to penalties for violations of this section, see sections 6679
and 7203. : )

.01 Amended by P.L.s 100647, 97.248, 94455
(Deadwood Act), 87-834 and 36-780. For details,
see the Code Volumes.

‘86 Code

Committes Report on PA. 97-248

13 The commitice bill avihonizes Lhe Secretary to
delay the reporiing of transactions covered by section et Ry

. .
:!!:.i:

Committee Reports on P.L. 100-647

09 Information returns.—The bill extends the infor-
mation reporting requirements for U.S. persons who are
5 pereeni-or-more shareholders of foreign corporations
and U.5. citizens or residents wha ave olficers o direc.
tors of such corparations 3o that they apply 1o al persons
whe are LS. shareholders in controlled foreign corpora.
tons by virtue of the new caplive inmrance company
rihes and all U.S. officers and directors of companies that
are controlled foreign “corporalions by virtue of Lhase
rules.—Senate Commitwe Report

Conference agreement.—The conference agreement
generally follows the Senste amendment.—Conference
Committee Report.

137,040 Code§ BMb)

6046 {loreign corporations) and section 6048 (foreign
trusts) until some date afier the 90th day afier 1he
transaclion that must be reporied.

The provision applies 1o returns due afier 1he gate of
enactment —Senare Finance Committee Report.

.19 Committee Reports on P.1L. 87-824 are
ae 1962-3 CB 404,

.20 Committee Report on P.L. 86-780 is ax
1960-2 CB 897.
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