SUPPORTING STATEMENT
Series LLCs and Cell Companies
OMB # 1545-XXXX

1. CIRCUMSTANCES NECESSITATING COLLECTION OF INFORMATION

A number of States have enacted statutes providing for the creation of entities that may
establish series, including limited liability companies (series LL.Cs). In general, series LLC
statutes provide that a limited liability company may establish separate series. Although
series of a series LLC generally are not treated as separate entities for State law purposes
and, thus, cannot have members, each series has ‘‘associated’” with it specified members,
assets, rights, obligations, and investment objectives or business purposes. Members’
association with one or more particular series is comparable to direct ownership by the
members in such series, in that their rights, duties, and powers with respect to the series are
direct and specifically identified. If the conditions enumerated in the relevant statute are
satisfied, the debts, liabilities, and obligations of one series generally are enforceable only
against the assets of that series and not against assets of other series or of the series LLC.

REG-119921-09 contains proposed regulations regarding the classification for Federal tax
purposes of a series of a domestic series limited liability company (LLC), a cell of a
domestic cell company, or a foreign series or cell that conducts an insurance business. The
proposed regulations provide that, whether or not a series of a domestic series LL.C, a cell of
a domestic cell company, or a foreign series or cell that conducts an insurance business is a
juridical person for local law purposes, for Federal tax purposes it is treated as an entity
formed under local law. Classification of a series or cell that is treated as a separate entity for
Federal tax purposes generally is determined under the same rules that govern the
classification of other types of separate entities. The proposed regulations provide examples
illustrating the application of the rule. The proposed regulations will affect domestic series
LLCs; domestic cell companies; foreign series, or cells that conduct insurance businesses;
and their owners.

The proposed regulations address the federal tax classification of a new type of state-law
entity, a “series” of a “series organization.” The proposed regulations require each series to
file an annual statement. The preamble to the proposed regulations requests comments on the
information to be included in the annual statement, and explains that the IRS is considering
including (1) the name, address, and taxpayer identification number of the series
organization and each of its series and status of each as a series of a series organization or as
the series organization; (2) the jurisdiction in which the series organization was formed; and
(3) an indication of whether the series holds title to its assets or whether title is held by
another series or the series organization and, if held by another series or the series
organization, the name, address, and taxpayer identification number of the series
organization and each series holding title to any of its assets.

2. USE OF DATA




Under current law, there is little specific guidance regarding whether for Federal tax
purposes a series (or cell) is treated as an entity separate from other series or the series LL.C
(or other cells or the cell company, as the case may be), or whether the company and all of
its series (or cells) should be treated as a single entity. When finalized, these regulations will
provide guidance regarding the classification for Federal tax purposes of a series of a
domestic series limited liability company (LLC), a cell of a domestic cell company, or a
foreign series or cell that conducts an insurance business.

USE OF IMPROVED INFORMATION TECHNOLOGY TO REDUCE BURDEN

IRS Publications, Regulations, Notices and Letters are to be electronically enabled on an as
practicable basis in accordance with the IRS Reform and Restructuring Act of 1998.

EFFORTS TO IDENTIFY DUPLICATION

We have attempted to eliminate duplication within the agency wherever possible.

. METHODS TO MINIMIZE BURDEN ON SMALIL BUSINESSES OR OTHER
SMALL ENTITIES

There are no small entities affected by this collection.

. CONSEQUENCES OF LESS FREQUENT COLLECTION ON FEDERAL
PROGRAMS OR POLICY ACTIVITIES

These regulations will seek public feedback on the development of guidance regarding the
classification for Federal tax purposes of a series of a domestic series limited liability
company (LLC), a cell of a domestic cell company, or a foreign series or cell that conducts
an insurance business.

Failure to collect the information will affect domestic series LL.Cs; domestic cell companies;
foreign series, or cells that conduct insurance businesses; and their owners.

. SPECIAL CIRCUMSTANCES REQUIRING DATA COLLECTION TO BE
INCONSISTENT WITH GUIDELINES IN 5 CFR 1320.5(d)(2)

There are no special circumstances requiring data collection to be inconsistent with
Guidelines in 5 CFR 1320.5(d)(2).

CONSULTATION WITH INDIVIDUALS OUTSIDE OF THE AGENCY ON

AVAILABILITY OF DATA, FREQUENCY OF COLLECTION, CLARITY
OF INSTRUCTIONS AND FORMS, AND DATA ELEMENTS

Notice 2008-19 (2008-5 IRB 366) requested comments on proposed guidance concerning



issues that arise if arrangements entered into by a cell constitute insurance for Federal
income tax purposes. The notice also requested comments on the need for guidance
concerning similar segregated arrangements that do not involve insurance.

On September 14, 2010, the Treasury Department and the IRS published a notice of
proposed rulemaking (REG-119921-09) in the Federal Register to provide guidance
regarding the classification for Federal tax purposes of a series of a domestic series limited
liability company (LLC), a cell of a domestic cell company, or a foreign series or cell that
conducts an insurance business (75 FR 55699). Written or electronic comments and requests
for a public hearing were requested on the proposed regulations.

9. EXPLANATION OF DECISION TO PROVIDE ANY PAYMENT OR GIFT TO
RESPONDENTS

No payment or gift has been provided to any respondents

10. ASSURANCE OF CONFIDENTIALITY OF RESPONSES

Generally, tax returns and tax return information are confidential as required by 26 USC
6103.

11. JUSTIFICATION OF SENSITIVE QUESTIONS

No personally identifiable information (PII) is collected.
12. ESTIMATED BURDEN OF INFORMATION COLLECTION

The IRS and the Treasury Department considered whether a failure to elect or qualify for the
liability limitations under the series statute should affect whether a series is a separate entity
for Federal tax purposes. However, limitations on liability of owners of an entity for debts
and obligations of the entity and the rights of creditors to hold owners liable for debts and
obligations of the entity generally do not alter the characterization of the entity for Federal
tax purposes. Therefore, the proposed regulations provide that an election, agreement, or
other arrangement that permits debts and liabilities of other series or the series organization
to be

enforceable against the assets of a particular series, or a failure to comply with the
recordkeeping requirements for the limitation on liability available under the relevant series
statute, will not prevent a series from meeting the definition of ‘‘series’’ in the proposed
regulations.

The information that is proposed to be disclosed on an annual Series Statement should be
known by or readily available to the series and the series organization. The Series Statement
would require an annual disclosure of (1) The name, address, and taxpayer identification
number of the series organization and each of its series and status of each as a series of a
series organization or as the series organization; (2) The jurisdiction in which the series



13.

14.

15.

16.

17.

organization was formed; and (3) An indication of whether the series holds title to its assets
or whether title is held by another series or the series organization and, if held by another
series or the series organization, the name, address, and taxpayer identification number of the
series organization and each series holding title to any of its assets.

The IRS is requesting 10,000 hours of estimated burden on these proposed regulations. The
burden will be updated as more information is gleaned during the comment periods and the
regulations are finalized.

# Responses
# of per Annual Hours per Total Burden
Authority Description Respondents | Respondent | Responses Response Hours
Series LLCs and Cell
REG-119921- Companies Proposed
09 Regulation 10,000 1 10,000 10,000 10,000
Totals 10,000 10,000

ESTIMATED TOTAL ANNUAL COST BURDEN TO RESPONDENTS

The IRS will request public comments on estimates of cost burden that are not captured in
the estimates of burden hours, i.e., estimates of capital or start-up costs and costs of
operation, maintenance, and purchase of services to provide information.

ESTIMATED ANNUALIZED COST TO THE FEDERAL GOVERNMENT

There is no estimated annualized cost to the federal government for the collections under
this approval number.

REASONS FOR CHANGE IN BURDEN

The proposed regulations would require that each series and series organization file a
statement for each taxable year containing the identifying information with respect to the
series or series organization as prescribed by the Internal Revenue Service for this purpose
and shall include the information required by the statement and its instructions.

PILANS FOR TABULATION, STATISTICAL ANALYSIS AND PUBLICATION

There are no plans for tabulation, statistical analysis and publication.

REASONS WHY DISPLAYING THE OMB EXPIRATION DATE IS
INAPPROPRIATE

We believe that displaying the OMB expiration date is inappropriate because it could cause
confusion by leading taxpayers to believe that the regulation sunsets as of the expiration
date. Taxpayers are not likely to be aware that the Service intends to request renewal of the



OMB approval and obtain a new expiration date before the old one expires.

18. EXCEPTIONS TO THE CERTIFICATION STATEMENT

There are no exceptions to the certification statement.

Note: The following paragraph applies to all of the collections of information in this
submission:

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 control
number. Books 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.



