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The IRS Mission

Provide America’s taxpayers top quality service by helping
them understand and meet their tax responsibilities and by

Introduction

The Internal Revenue Bulletin is the authoritative instrument of
the Commissioner of Internal Revenue for announcing official
rulings and procedures of the Internal Revenue Service and for
publishing Treasury Decisions, Executive Orders, Tax Conven-
tions, legislation, court decisions, and other items of general
interest. It is published weekly and may be obtained from the
Superintendent of Documents on a subscription basis. Bulletin
contents are consolidated semiannually into Cumulative Bulle-
tins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application of
the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the Bul-
letin. All published rulings apply retroactively unless otherwise
indicated. Procedures relating solely to matters of internal
management are not published; however, statements of inter-
nal practices and procedures that affect the rights and duties
of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the rev-
enue ruling. In those based on positions taken in rulings to tax-
payers or technical advice to Service field offices, identifying
details and information of a confidential nature are deleted to
prevent unwarranted invasions of privacy and to comply with
statutory requirements.

Rulings and procedures reported in the Bulletin do not have the
force and effect of Treasury Department Regulations, but they
may be used as precedents. Unpublished rulings will not be
relied on, used, or cited as precedents by Service personnel in
the disposition of other cases. In applying published rulings and
procedures, the effect of subsequent legislation, regulations,
court decisions, rulings, and procedures must be considered,

applying the tax law with integrity and fairness to all.

and Service personnel and others concerned are cautioned
against reaching the same conclusions in other cases unless
the facts and circumstances are substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on provisions of
the Internal Revenue Code of 1986.

Part ll.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A, Tax
Conventions and Other Related ltems, and Subpart B, Legisla-
tion and Related Committee Reports.

Part lll.—Administrative, Procedural, and
Miscellaneous.

To the extent practicable, pertinent cross references to these
subjects are contained in the other Parts and Subparts. Also
included in this part are Bank Secrecy Act Administrative Rul-
ings. Bank Secrecy Act Administrative Rulings are issued by
the Department of the Treasury’s Office of the Assistant Secre-
tary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index for
the matters published during the preceding months. These
monthly indexes are cumulated on a semiannual basis, and are
published in the first Bulletin of the succeeding semiannual
period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.
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Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 42.—Low-Income
Housing Credit

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of August 2002. See Rev. Rul. 2002-48, on this

page.

Section 280G.—Golden
Parachute Payments

Federal short-term, mid-term, and long-term
rates are set forth for the month of August 2002. See
Rev. Rul. 200248, on this page.

Section 382.—Limitation on
Net Operating Loss
Carryforwards and Certain
Built-In Losses Following
Ownership Change

The adjusted applicable federal long-term rate is
set forth for the month of August 2002. See Rev.
Rul. 200248, on this page.

Section 412.—Minimum
Funding Standards

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of August 2002. See Rev. Rul. 2002-48, on this

page.

Section 467.—Certain
Payments for the Use of
Property or Services

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of August 2002. See Rev. Rul. 2002-48, on this

page.

Section 468.—Special Rules
for Mining and Solid Waste
Reclamation and Closing
Costs

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of August 2002. See Rev. Rul. 200248, on this
page.

2002-31 I.R.B.

Section 482.—Allocation of
Income and Deductions
Among Taxpayers

Federal short-term, mid-term, and long-term
rates are set forth for the month of August 2002. See
Rev. Rul. 200248, on this page.

Section 483.—Interest on
Certain Deferred Payments

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of August 2002. See Rev. Rul. 2002-48, on this

page.

Section 642.—Special Rules
for Credits and Deductions

Federal short-term, mid-term, and long-term
rates are set forth for the month of August 2002. See
Rev. Rul. 200248, on this page.

Section 807.—Rules for
Certain Reserves

The adjusted applicable federa short-term, mid-
term, and long-term rates are set forth for the month
of August 2002. See Rev. Rul. 200248, on this
page.

Section 846.—Discounted
Unpaid Losses Defined

The adjusted applicable federa short-term, mid-
term, and long-term rates are set forth for the month
of August 2002. See Rev. Rul. 200248, on this
page.

Section 1274.—Determination
of Issue Price in the Case of
Certain Debt Instruments
Issued for Property

(Also sections 42, 280G, 382, 412, 467, 468, 482,
483, 642, 807, 846, 1288, 7520, 7872.)

Federal rates; adjusted federal

rates, adjusted federal long-term rate
and the long-term exempt rate. For pur-
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poses of sections 382, 1274, 1288, and
other sections of the Code, tables set forth
the rates for August 2002.

Rev. Rul. 2002-48

This revenue ruling provides various
prescribed rates for federal income tax
purposes for August 2002 (the current
month). Table 1 contains the short-term,
mid-term, and long-term applicable fed-
era rates (AFR) for the current month for
purposes of section 1274(d) of the Inter-
na Revenue Code. Table 2 contains the
short-term, mid-term, and long-term
adjusted applicable federa rates (adjusted
AFR) for the current month for purposes
of section 1288(b). Table 3 sets forth the
adjusted federal long-term rate and the
long-term tax-exempt rate described in
section 382(f). Table 4 contains the
appropriate percentages for determining
the low-income housing credit described
in section 42(b)(2) for buildings placed in
service during the current month. Finally,
Table 5 contains the federal rate for deter-
mining the present value of annuity, an
interest for life or for a term of years, or
aremainder or a reversionary interest for
purposes of section 7520.
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REV. RUL. 200248 TABLE 1
Applicable Federal Rates (AFR) for August 2002
Period for Compounding
Annual Semiannual Quarterly Monthly
Short-Term
AFR 2.54% 2.52% 2.51% 2.51%
110% AFR 2.79% 2.77% 2.76% 2.75%
120% AFR 3.04% 3.02% 3.01% 3.00%
130% AFR 3.31% 3.28% 3.27% 3.26%
Mid-Term
AFR 4.24% 4.20% 4.18% 4.16%
110% AFR 4.67% 4.62% 4.59% 4.58%
120% AFR 5.10% 5.04% 5.01% 4.99%
130% AFR 5.53% 5.46% 5.42% 5.40%
150% AFR 6.40% 6.30% 6.25% 6.22%
175% AFR 7.49% 7.35% 7.28% 7.24%
Long-Term
AFR 5.46% 5.39% 5.35% 5.33%
110% AFR 6.02% 5.93% 5.89% 5.86%
120% AFR 6.57% 6.47% 6.42% 6.38%
130% AFR 7.13% 7.01% 6.95% 6.91%
REV. RUL. 200248 TABLE 2
Adjusted AFR for August 2002
Period for Compounding
Annual Semiannual Quarterly Monthly
Short-term
adjusted AFR 1.92% 1.91% 1.91% 1.90%
Mid-term
adjusted AFR 3.34% 3.31% 3.30% 3.29%
Long-term
adjusted AFR 4.78% 4.72% 4.69% 4.67%
August 5, 2002 240 2002-31 |.R.B.



REV. RUL. 2002-48 TABLE 3

Rates Under Section 382 for August 2002
Adjusted federal long-term rate for the current month 4.78%
Long-term tax-exempt rate for ownership changes during the current month (the

highest of the adjusted federal long-term rates for the current month and the prior
two months.) 4.91%

REV. RUL. 200248 TABLE 4

Appropriate Percentages Under Section 42(b)(2) for August 2002

Appropriate percentage for the 70% present value low-income housing credit 8.13%

Appropriate percentage for the 30% present value low-income housing credit 3.48%

REV. RUL. 200248 TABLE 5
Rate Under Section 7520 for August 2002

Applicable federa rate for determining the present value of an annuity, an

interest for life or aterm of years, or a remainder or reversionary interest 5.2%
Section 1288.—Treatment of  Section 7520.—Valuation Section 7872.—Treatment of
Original Issue Discounts on Tables Loans With Below-Market
Tax-Exempt Obligations Interest Rates
The adjusted applicable federa short-term, mid-
The adjusted applicable federal short-term, mid-  term. and long-term rates are set forth for the month The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month  Of August 2002. See Rev. Rul. 2002-48, page 239. 4oy an |ong-term rates are set forth for the month

of August 2002. See Rev. Rul. 2002-48, page 239. of August 2002. See Rev. Rul. 2002-48, page 239.
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Part lll. Administrative, Procedural, and Miscellaneous

26 CFR 601.201: Rulings and determination letters.

Rev. Proc. 2002-52

SECTION 1. PURPOSE OF THE REVENUE PROCEDURE

SECTION 2. SCOPE
.01 In Genera
.02 Requests for Assistance
.03 Authority of the U.S. Competent Authority
.04 General Process
.05 Failure to Request Assistance

SECTION 3. GENERAL CONDITIONS UNDER WHICH THIS PROCEDURE APPLIES
.01 General
.02 Requirements of a Treaty
.03 Applicable Standards in Allocation Cases
.04 Who Can File Requests for Assistance
.05 Closed Cases
.06 Foreign Initiated Competent Authority Reguest
.07 Reguests Relating to Residence Issues
.08 Determinations Regarding Limitation on Benefits

SECTION 4. PROCEDURES FOR REQUESTING COMPETENT AUTHORITY ASSISTANCE
.01 Time for Filing
.02 Place of Filing
.03 Additional Filing
.04 Form of Request
.05 Information Required
.06 Other Dispute Resolution Programs
.07 Other Documentation
.08 Updates
.09 Conferences

SECTION 5. SMALL CASE PROCEDURE FOR REQUESTING COMPETENT AUTHORITY ASSISTANCE
.01 General
.02 Small Case Standards
.03 Small Case Filing Procedure

SECTION 6. RELIEF REQUESTED FOR FOREIGN INITIATED ADJUSTMENT WITHOUT COMPETENT AUTHORITY
INVOLVEMENT

SECTION 7. COORDINATION WITH OTHER ADMINISTRATIVE OR JUDICIAL PROCEEDINGS
.01 Suspension of Administrative Action with Respect to U.S. Adjustments
.02 Coordination with Appeals
.03 Coordination with Litigation
.04 Coordination with Other Alternative Dispute Resolution and Pre-Filing Procedures
.05 Effect of Agreements or Judicial Determinations on Competent Authority Proceedings
.06 Accelerated Competent Authority Procedure

SECTION 8. SSIMULTANEOUS APPEALS PROCEDURE

.01 Genera

.02 Time for Reguesting the Simultaneous Appeals Procedure.
(8) When Filing For Competent Authority Assistance
(b) After Filing For Competent Authority Assistance

.03 Cases Pending in Court

.04 Request for Simultaneous Appeals Procedure

.05 Role of Appeals in the Competent Authority Process
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(a) Appeals Process

(b) Assistance to U.S. Competent Authority
.06 Denial or Termination of Simultaneous Appeals Procedure

(a) Taxpayer's Termination

(b) Service's Denial or Termination

.07 Returning to Appeals

.08 Appeals Consideration of Non-Competent Authority 1ssues

SECTION 9. PROTECTIVE MEASURES

.01 Generd

.02 Filing a Protective Claim for Credit or Refund with a Competent Authority Reguest

(8 In General

(b) Treatment of Competent Authority Request as Protective Claim
.03 Protective Filing Before Competent Authority Request

(@) In General

(b) Letter to Competent Authority Treated as Protective Claim

(c) Natification Requirement

(d) No Consultation between Competent Authorities until Formal Request is Filed

.04 Effect of a Protective Claim

.05 Treaty Provisions Waiving Procedural Barriers

SECTION 10. APPLICATION OF REV. PROC. 99-32

SECTION 11. DETERMINATION OF CREDITABLE FOREIGN TAXES

SECTION 12. ACTION BY U.S. COMPETENT AUTHORITY

.01 Notification of Taxpayer
.02 Denial of Assistance

.03 Extending Period of Limitations for Assessment
.04 No Review of Denial of Request for Assistance

.05 Notification
.06 Closing Agreement

.07 Unilateral Withdrawal or Reduction of U.S. Initiated Adjustments

SECTION 13. REQUESTS FOR RULINGS

.01 General
.02 Foreign Tax Rulings

SECTION 14. FEES

SECTION 15. EFFECT ON OTHER DOCUMENTS

SECTION 16. EFFECTIVE DATE

DRAFTING INFORMATION

SECTION 1. PURPOSE OF THE
REVENUE PROCEDURE

This revenue procedure explains the
procedures by which taxpayers may
obtain assistance from the U.S. competent
authority under the provisions of an
income, estate or gift tax treaty to which
the United States is a party. This revenue
procedure supersedes Rev. Proc. 96-13,
1996-1 C.B. 616.

2002-31 I.R.B.

SECTION 2. SCOPE

.01 In General. The U.S. competent
authority assists taxpayers with respect to
matters covered in the mutual agreement
procedure provisions of tax treaties in the
manner specified in those provisions. A
tax treaty generaly permits taxpayers to
request competent authority assistance
when they consider that actions of the
United States, the treaty country, or both,
result or will result in taxation that is con-
trary to the provisions of a treaty. For
example, tax treaties generally permit tax-

243

payers to request assistance in order to
relieve economic double taxation arising
from an alocation under section 482 of
the Internal Revenue Code (the “Code”)
or an equivalent provision under the laws
of a treaty country. Competent authority
assistance may also be available with
respect to issues specifically dealt with in
other provisions of atreaty. For example,
many tax treaties contain provisions per-
mitting competent authorities to resolve
issues of fiscal residence or alowing a
competent authority to make a discretion-
ary determination that a taxpayer is

August 5, 2002



entitled to the benefits of a treaty under
specific limitation on benefits provisions.
See sections 3.07 and 3.08 of this revenue
procedure. Taxpayers are urged to exam-
ine the mutual agreement procedure pro-
visions or other specific provisions of the
treaty under which they seek relief, in
order to determine whether relief may be
available in their particular case. This
revenue procedure is not intended to limit
or expand any specific treaty provisions
relating to competent authority matters.

.02 Requests for Assistance. In general,
requests by taxpayers for competent
authority assistance must be submitted in
accordance with this revenue procedure.
However, where a treaty or other pub-
lished administrative guidance provides
specific procedures for requests for com-
petent authority assistance, those proce-
dures shal apply, and the provisions of
this revenue procedure shall not apply to
the extent inconsistent with such proce-
dures.

.03 Authority of the U.S. Competent
Authority. The Director, International acts
as the U.S. competent authority in admin-
istering the operating provisions of tax
treaties (including reaching a mutual
agreement in a specific case) and in inter-
preting and applying these treaties. In
interpreting and applying tax treaties, the
Director, International acts only with the
concurrence of the Associate Chief Coun-
sel (International). See Delegation Order
No. 114 (Rev. 13).

.04 General Process. If a taxpayer’'s
request for competent authority assistance
is accepted, the U.S. competent authority
generally will consult with the appropri-
ate foreign competent authority and
attempt to reach a mutual agreement that
is acceptable to al parties. The U.S. com-
petent authority also may initiate compe-
tent authority negotiations in any situa-
tion deemed necessary to protect U.S.
interests. Such a situation may arise, for
example, when a taxpayer fails to request
competent authority assistance after
agreeing to a U.S. or foreign tax assess-
ment that is contrary to the provisions of
an applicable tax treaty or for which cor-
relative relief may be available.

.05 Failure to Request Assistance.
Failure to request competent authority
assistance or to take appropriate steps as
necessary to maintain availability of the
remedy may cause a denial of part or all

August 5, 2002

of any foreign tax credits claimed. See
8§ 1.901-2(e)(5)(i) of the Income Tax
Regulations. See also section 9 of this
revenue procedure concerning protective
measures and section 11 of this revenue
procedure concerning the determination
of creditable foreign taxes.

SECTION 3. GENERAL CONDITIONS
UNDER WHICH THIS PROCEDURE
APPLIES

.01 General. The exclusions, exemp-
tions, deductions, credits, reductions in
rate, and other benefits and safeguards
provided by treaties are subject to condi-
tions and restrictions that may vary in dif-
ferent treaties. Taxpayers should examine
carefully the specific treaty provisions
applicable in their cases to determine the
nature and extent of treaty benefits or
safeguards they are entitled to and the
conditions under which such benefits or
safeguards are available. See section 9 of
this revenue procedure, which prescribes
protective measures to be taken by the
taxpayer and any concerned related per-
son with respect to U.S. and foreign tax
authorities. See also section 12.02 of this
revenue procedure for circumstances in
which competent authority assistance
may be denied.

.02 Requirements of a Treaty. There is
no authority for the U.S. competent
authority to provide relief from U.S. tax
or to provide other assistance due to taxa-
tion arising under the tax laws of the for-
eign country or the United States, unless
such authority is granted by a treaty. See
also Rev. Proc. 89-8, 1989-1 C.B. 778,
for procedures for requesting the assis-
tance of the Internal Revenue Service
(“the Service”) when ataxpayer is or may
be subject to inconsistent tax treatment by
the Service and a U.S. possession tax
agency.

.03 Applicable Sandards in Allocation
Cases. With respect to requests for com-
petent authority assistance involving the
allocation of income and deductions
between a U.S. taxpayer and a related
person, the U.S. competent authority and
its counterpart in the other treaty country
will be bound by the arm’s length stan-
dard provided by the applicable provi-
sions of the relevant treaty. The U.S.
competent authority also will be guided
by the arm’s length standard consistent
with the regulations under section 482 of
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the Code and the OECD Transfer Pricing
Guidelines for Multinational Enterprises
and Tax Administrations. When negotiat-
ing mutual agreements on the allocation
of income and deductions, the U.S. com-
petent authority will take into account all
of the facts and circumstances of the par-
ticular case and the purpose of the treaty
to avoid double taxation.

.04 Who Can File Requests for Assis-
tance. Unless otherwise permitted under
an applicable tax treaty, the U.S. compe-
tent authority will only consider requests
for assistance from U.S. persons, as
defined in section 7701(a)(30) of the
Code. For purposes of this revenue proce-
dure, a U.S. person is referred to as “the
taxpayer.” Thus, non-U.S. persons gener-
ally must present their initial request for
assistance to the relevant foreign compe-
tent authority. As noted in Sec. 12.02 of
this revenue procedure, there are circum-
stances in which the U.S. competent
authority will not pursue assistance.

.05 Closed Cases. A case previoudy
closed after examination shall not be
reopened in order to make an adjustment
unfavorable to the taxpayer unless the
exceptional circumstances described in
Rev. Proc. 94-68, 1994-2 C.B. 803, are
present. The U.S. competent authority
may, but is not required to, accept a tax-
payer’'s request for competent authority
consideration that will require the reopen-
ing of a case closed after examination.

.06 Foreign Initiated Competent
Authority Request. When a foreign com-
petent authority refers a request from a
foreign taxpayer to the U.S. competent
authority for consultation under the
mutual agreement procedure, the U.S.
competent authority generally will require
the U.S. related taxpayer (in the case of
an allocation of income or deductions
between related persons) or may require
the foreign taxpayer (in other cases) to
file a request for competent authority
assistance under this revenue procedure.

.07 Reguests Relating to Residence
Issues. U.S. competent authority assis-
tance may be available to taxpayers seek-
ing to clarify their residency status in the
United States. Examples include cases in
which taxpayers believe that they are
erroneoudly treated as non-U.S. residents
by treaty countries or cases where taxpay-
ers are treated as dua residents despite

2002-31 L.R.B.



the objective tie-breaker provisions con-
tained in the applicable treaties. Gener-
ally, competent authority assistance is
limited to situations where resolution of a
residency issue is necessary in order to
avoid double taxation or to determine the
applicability of a benefit under the treaty.
Further, a request for assistance regarding
a residency issue will be accepted only if
it is established that the issue requires
consultation with the foreign competent
authority in order to ensure consistent
treatment by the United States and the
applicable treaty country. The U.S. com-
petent authority does not issue unilateral
determinations with respect to whether an
individual is a resident of the United
States or of atreaty country.

.08 Determinations Regarding Limita-
tion on Benefits. Many treaties contain a
limitation on benefits article that enumer-
ates prescribed requirements that must be
met to quaify as a resident that may be
eligible for benefits under the treaty. The
U.S. competent authority will not issue
determinations regarding a taxpayer’s sta-
tus under one of the prescribed require-
ments in a limitation on benefits provi-
sion. However, certain treaties provide
that the competent authority may, as a
matter of discretion, determine the avail-
ability of treaty benefits where the pre-
scribed requirements are not met. See,
e.g., Article 22(4) of the U.S.-South
Africa income tax treaty. Requests for
assistance in such cases should comply
with this revenue procedure and any other
specific procedures that may be issued
from time to time. Taxpayers who are
requesting a discretionary determination
under a limitation on benefits provision
should include the information described
in exhibit 4.60.3-3 of the Interna Rev-
enue Manua (“IRM”), Part 4 Examining
Process, Chapter 60 International Proce-
dure, Section 3 Tax Treaty Related Mat-
ters (IRM 4.60.3).

SECTION 4. PROCEDURES FOR
REQUESTING COMPETENT
AUTHORITY ASSISTANCE

.01 Time for Filing. A reguest for com-
petent authority assistance generally may
be filed at any time after an action results
in taxation not in accordance with the
provisions of the applicable treaty. In a
case involving a U.S. initiated adjustment
of tax or income resulting from a tax

2002-31 I.R.B.

examination, a request for competent
authority assistance may be submitted as
soon as practicable after the amount of
the proposed adjustment is communicated
in writing to the taxpayer. Where a U.S.
initiated adjustment has not yet been
communicated in writing (e.g., a notice of
proposed adjustment) to the taxpayer, the
U.S. competent authority generally will
deny the request as premature. In the case
of a foreign examination, a request may
be submitted as soon as the taxpayer
believes such filing is warranted based on
the actions of the country proposing the
adjustment. In a case involving the
re-allocation of income or deductions
between related entities, the request
should not be filed until such time that
the taxpayer can establish that there is the
probability of double taxation. See sec-
tion 9 of this revenue procedure, which
explains protective measures to be taken
by the taxpayer and any concerned related
person with respect to U.S. and foreign
tax authorities. In cases not involving an
examination, a request can be made when
the taxpayer believes that an action or
potential action warrants the assistance of
the U.S. competent authority. Examples
of such action include a ruling or promul-
gation by a foreign tax authority concern-
ing a taxation matter, or the withholding
of tax by a withholding agent. Except
where otherwise provided in an appli-
cable treaty, taxpayers have discretion
over the time for filing a request; how-
ever, delays in filing may preclude effec-
tive relief. See section 9 of this revenue
procedure concerning protective measures
for taxpayers that need or wish to delay
the filing of a request for assistance. See
also section 7.06 of this revenue proce-
dure for rules relating to accelerated issue
resolution and competent authority assis-
tance.

.02 Place of Filing. The taxpayer must
send all written requests for, or any
inquiries regarding, competent authority
assistance to the Director, Internationa
Attn: Office of Tax Treaty, Internal Rev-
enue Service, 1111 Constitution Avenue,
NW, Washington, D.C. 20224.

.03 Additional Filing. In the case of
U.S. initiated adjustments, the taxpayer
also must file a copy of the request with
the office of the Service where the tax-
payer’s case is pending. If the request is
filed after the matter has been designated
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for litigation or while a suit contesting the
relevant tax liability of the taxpayer is
pending in a U.S. court, a copy of the
request also must be filed with the Asso-
ciate Chief Counsel (International), Inter-
nal Revenue Service, 1111 Constitution
Avenue N.W., Washington, D.C. 20224,
with a separate statement attached identi-
fying the court where the suit is pending
and the docket number of the action.

.04 Form of Request. A request for
competent authority assistance must be in
the form of a letter addressed to the
Director, International. It must be dated
and signed by a person having the author-
ity to sign the taxpayer’s federal tax
returns. The request must contain a state-
ment that competent authority assistance
is being requested and must include the
information described in section 4.05 of
this revenue procedure. See section 5 of
this revenue procedure for requests
involving small cases.

.05 Information Required. The follow-
ing information shall be included in the
request for competent authority assis-
tance:

(a) a reference to the specific treaty
and the provisions therein pursuant to
which the request is made;

(b) the names, addresses, U.S. tax-
payer identification number and foreign
taxpayer identification number (if any) of
the taxpayer and, if applicable, al related
persons involved in the matter;

(c) if applicable, a description of the
control and business relationships
between the taxpayer and any relevant
related person for the years in issue,
including any changes in such relation-
ship to the date of filing the request;

(d) a brief description of the issues for
which competent authority assistance is
requested, including a brief description of
the relevant transactions, activities or
other circumstances involved in the issues
raised and the basis for the adjustment, if
any;

(e) the years and amounts involved
with respect to the issues in both U.S.
dollars and foreign currency;

(f) the IRS office which has made or is
proposing to make the adjustment or has
examination jurisdiction over the tax-
payer;

(g) an explanation of the nature of the
relief sought or the action requested in the
United States or in the treaty country with
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respect to the issues raised, including a
statement as to whether the taxpayer
wishes to avail itself of the relief pro-
vided under Rev. Proc. 99-32, 1999-2
C.B. 296, (hereinafter referred to as “Rev.
Proc. 99-32"), as indicated in section 10
of this revenue procedure;

(h) a statement whether the period of
limitations for the years for which relief
is sought has expired in the United States
or in the treaty country;

(i) a statement of relevant domestic
and foreign judicial or administrative pro-
ceedings which involve the taxpayer and
related persons;

(j) to the extent known by the tax-
payer, a statement of relevant foreign
judicial or public administrative proceed-
ings which do not involve the taxpayer or
related persons, but involve the same
issue for which competent authority assis-
tance is requested,;

(k) a statement whether the request for
competent authority assistance involves
issues that are currently, or were previ-
ously, considered part of an Advance
Pricing Agreement (“APA”) proceeding
or other proceeding relevant to the issue
under consideration in the United States
or part of a similar proceeding in the for-
eign country;

(1) if applicable, powers of attorney
with respect to the taxpayer;

(m) a statement whether the taxpayer
is requesting the Simultaneous Appeals
procedure as provided in section 8 of this
revenue procedure;

(n) on a separate document, a state-
ment that the taxpayer consents to the dis-
closure to the competent authority of the
treaty country (with the name of the
treaty country specifically stated) and that
competent authority’s staff, of any or all
of the items of information set forth or
enclosed in the request for U.S. compe-
tent authority assistance within the limits
contained in the tax treaty under which
the taxpayer is seeking relief. The tax-
payer may request, as part of this state-
ment, that its trade secrets not be dis
closed to a foreign competent authority.
This statement must be dated and signed
by a person having authority to sign the
taxpayer’s federal tax returns and is
required to facilitate the administrative
handling of the request by the U.S. com-
petent authority for purposes of the
record-keeping requirements of section
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6103(p) of the Code. Failure to provide
such a statement will not prevent the U.S.
competent authority from disclosing
information under the terms of a treaty.
See section 6103(k)(4) of the Code;

(0) a pendlties of perjury statement in
the following form:

Under penalties of perjury, | declare
that | have examined this request,
including accompanying docu-
ments, and, to the best of my
knowledge and belief, the facts pre-
sented in support of the request for
competent authority assistance are
true, correct and complete.

The declaration must be signed by the
person or persons on whose behalf the
request is being made and not by the tax-
payer's representative. The person sign-
ing for a corporate taxpayer must be an
authorized officer of the taxpayer who
has personal knowledge of the facts. The
person signing for a trust, an estate or a
partnership must be respectively, a
trustee, an executor or a partner who has
personal knowledge of the facts; and

(p) any other information required
under this revenue procedure, as appli-
cable. See, e.g., section 7.06 of this rev-
enue procedure, which requires the provi-
sion of certain information in the case of
a request for the accelerated competent
authority procedure, and section 10 of
this revenue procedure, which requires
the provision of certain information in the
case of a request for Rev. Proc. 99-32
treatment.

.06 Other Dispute Resolution Pro-
grams. Requests for competent authority
assistance that involve an APA or Pre-
Filing Agreement request must include
the information required under the rel-
evant revenue procedure.

.07 Other Documentation. In addition,
the taxpayer shall, on request, submit any
other information or documentation
deemed necessary by the U.S. or foreign
competent authority for purposes of
reaching an agreement. This includes
English trandations of any documentation
required in connection with the compe-
tent authority request.

.08 Updates. The taxpayer must keep
the U.S. competent authority informed of
all material changes in the information or
documentation previously submitted as
part of, or in connection with, the request

246

for competent authority assistance. The
taxpayer also must provide any updated
information or new documentation that
becomes known or is created after the
request is filed and which is relevant to
the resolution of the issues under consid-
eration.

.09 Conferences. To the extent pos-
sible, the U.S. competent authority will
consult with the taxpayer regarding the
status and progress of the mutual agree-
ment proceedings. The taxpayer may
request a pre-filing conference with the
U.S. competent authority to discuss the
mutual agreement process with respect to
matters covered under a treaty, including
discussion of the proper time for filing,
the practical aspects of obtaining relief
and actions necessary to facilitate the pro-
ceedings. Similarly, after a matter is
resolved by the competent authorities, a
taxpayer may aso reguest a conference
with the U.S. competent authority to dis-
cuss the resolution.

SECTION 5. SMALL CASE
PROCEDURE FOR REQUESTING
COMPETENT AUTHORITY
ASSISTANCE

.01 General. To facilitate requests for
assistance involving small cases, this sec-
tion provides a specia procedure simpli-
fying the form of a request for assistance
and, in particular, the amount of informa-
tion that initially must be submitted. All
other requirements of this revenue proce-
dure continue to apply to requests for
assistance made pursuant to this section.

.02 Small Case Sandards. Eligible
taxpayers may file an abbreviated request
for competent authority assistance in
accordance with this section if the tota
proposed adjustment involved in the mat-
ter is not greater than the following:

Proposed
Taxpayer Adjustment
Individua .........cccoenee. $ 200,000
Corporation/
Partnership ........cccceeuee. $1,000,000
(0131 S $ 200,000

.03 Small Case Filing Procedure. The
abbreviated request for competent author-
ity assistance under the small case proce-
dure must be dated and signed by a per-
son having the authority to sign the
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taxpayer’s federa tax returns. Although
other information and documentation may
be requested at a later date, the initia
request for assistance should include the
following information and materials:

(a) a statement indicating that thisis a
matter subject to the small case proce-
dure;

(b) the name, address, U.S. taxpayer
identification number and foreign tax-
payer identification number (if any) of the
taxpayer and if applicable, all related per-
sons involved in the matter;

(c) a description of the issue and the
nature of the relief sought;

(d) the taxable years and amounts
involved with respect to the issuesin both
U.S. and foreign currency;

(e) the name of the treaty country;

(f) on a separate document, a statement
that the taxpayer consents to the disclo-
sure to the competent authority of the
treaty country (with the name of the
treaty country specifically stated) and that
competent authority’s staff, of any or all
of the items of information set forth or
enclosed in the request for U.S. compe-
tent authority assistance within the limits
contained in the tax treaty under which
the taxpayer is seeking relief. The tax-
payer may request, as part of this state-
ment, that its trade secrets not be dis-
closed to a foreign competent authority.
This statement must be dated and signed
by a person having authority to sign the
taxpayer’s federal tax returns and is
required to facilitate the administrative
handling of the request by the U.S. com-
petent authority for purposes of the
record-keeping requirements of section
6103(p) of the Code. Failure to provide
such a statement will not prevent the U.S.
competent authority from disclosing
information under the terms of a treaty.
See section 6103(k)(4) of the Code; and

(g) a penalties of perjury statement in
the following form:

Under penalties of perjury, | declare
that | have examined this request,
including accompanying docu-
ments, and, to the best of my
knowledge and belief, the facts pre-
sented in support of the request for
competent authority assistance are
true, correct and complete.

The declaration must be signed by the
person or persons on whose behalf the
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request is being made and not by the tax-
payer's representative. The person sign-
ing for a corporate taxpayer must be an
authorized officer of the taxpayer who
has personal knowledge of the facts. The
person signing for a trust, an estate or a
partnership must be respectively, a
trustee, an executor or a partner who has
persona knowledge of the facts.

SECTION 6. RELIEF REQUESTED
FOR FOREIGN INITIATED
ADJUSTMENT WITHOUT
COMPETENT AUTHORITY
INVOLVEMENT

Taxpayers seeking correlative relief
with respect to a foreign initiated adjust-
ment involving a treaty matter should
present their request to the U.S. compe-
tent authority. However, when the adjust-
ment involves years under the jurisdiction
of the Area Director or Appeals, taxpay-
ers sometimes try to obtain relief from
these offices. This may occur, for
example, if the adjustment involves a
re-allocation of income or deductions
involving a related person in a country
with which the United States has an
income tax treaty. In these cases, taxpay-
ers will be advised to contact the U.S.
competent authority office. In appropriate
cases, the U.S. competent authority will
advise the Area Director or Appeals office
on appropriate action. The U.S. compe-
tent authority may request the taxpayer to
provide the information described under
sections 4.05 and 4.07 of this revenue
procedure. Failure to request competent
authority assistance may result in denial
of correlative relief with respect to the
issue, including applicable foreign tax
credits.

SECTION 7. COORDINATION WITH
OTHER ADMINISTRATIVE OR
JUDICIAL PROCEEDINGS

.01 Suspension of Administrative
Action with Respect to U.S Adjustments.
When a request for competent authority
assistance is accepted with respect to a
U.S. initiated adjustment, the Service will
postpone further administrative action
with respect to the issues under compe-
tent authority consideration (such as
assessment or collection procedures),
except (a) in situations in which the Ser-
vice may be requested otherwise by the
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U.S. competent authority, or (b) in situa-
tions involving cases pending in court and
in other instances in which action must be
taken to avoid prejudicing the U.S. Gov-
ernment’s interest. The norma adminis-
trative procedures continue to apply, how-
ever, to al other issues not under U.S.
competent authority consideration. For
example, if there are other issues raised
during the examination and the taxpayer
is not in agreement with these issues, the
usual procedures for completing the
examination with respect to these issues
apply. If the taxpayer is issued a thirty
day letter with respect to these issues and
prepares a protest of the unagreed issues,
the taxpayer need not include any
unagreed issue under consideration by the
competent authority. Following the
receipt of a taxpayer’s protest, normal
Appeals procedures shall be initiated with
respect to those issues not subject to com-
petent authority consideration.

.02 Coordination with Appeals. Tax-
payers that disagree with a proposed U.S.
adjustment either may pursue their right
of administrative review with Appeals
before requesting competent authority
assistance or may request competent
authority assistance immediately.
Appeals consideration, if any, of poten-
tial competent authority matters will be
made without regard to other issues or
considerations that do not involve poten-
tial competent authority matters. Taxpay-
ers who are pursuing their rights with
Appeals may contact the competent
authority if they believe they have a
potential competent authority issue. If a
taxpayer decides to make a competent
authority request, it may choose to make
a request pursuant to the Simultaneous
Appeals procedures in section 8 of this
revenue procedure or otherwise. If a tax-
payer makes a competent authority
request, the taxpayer is deemed to con-
sent to the U.S. competent authority con-
tacting Appeals. See Rev. Proc. 200043,
2000-2 C.B. 404.

.03 Coordination with Litigation. The
U.S. competent authority will not, with-
out the consent of the Associate Chief
Counsel (International), accept (or con-
tinue to consider) a taxpayer’s request for
assistance if the request involves a tax-
able period pending in a U.S. court or
involves a matter pending in a U.S. court
or designated for litigation for any taxable
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period. If the case is pending in the
United States Tax Court, the taxpayer
may, in appropriate cases, be asked to
join the Service in a motion to sever
issues or delay tria pending completion
of the competent authority proceedings. If
the case is pending in any other court, the
Associate Chief Counsel (International)
will consult with the Department of Jus-
tice about appropriate action, and the tax-
payer may, in appropriate cases, be asked
to join the U.S. Government in a motion
to sever issues or delay trial pending
completion of the competent authority
proceedings. Final decision on severing
issues or delaying trial rests with the
court. The filing of a competent authority
request does not, however, relieve the
taxpayer from taking any action that may
be necessary or required with respect to
litigation.

.04 Coordination with Other Alterna-
tive Dispute Resolution and Pre-Filing
Procedures. Competent authority assis-
tance is available to taxpayers in conjunc-
tion with other alternative dispute resolu-
tion and pre-filing procedures in order to
ensure taxation in accordance with tax
treaty provisions. Other revenue proce-
dures and IRS publications should be
consulted as necessary with regard to spe-
cific matters. See, e.g., Rev. Proc. 96-53,
19962 C.B. 375 (concerning APAS); or
Rev. Proc. 98-21, 19981 C.B. 585 (con-
cerning Article XIII(8) of the U.S.-
Canada treaty). Taxpayers that have
applications under any other dispute reso-
lution procedures should seek competent
authority assistance as early as possible if
they believe they have potential compe-
tent authority issues.

.05 Effect of Agreements or Judicial
Determinations on Competent Authority
Proceedings. If ataxpayer either executes
a closing agreement with the Service
(whether or not contingent upon compe-
tent authority relief) with respect to a
potential competent authority issue or
reaches a settlement on the issue with
Appeals or with Chief Counsel pursuant
to a closing agreement or other written
agreement, the U.S. competent authority
will endeavor only to obtain a correlative
adjustment from the treaty country and
will not undertake any actions that would
otherwise change such agreements. How-
ever, the U.S. competent authority will, in
appropriate cases, consider actions neces-
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sary for the purpose of providing treat-
ment similar to that provided in Rev.
Proc. 99-32. Once a taxpayer’s tax liabil-
ity for the taxable periods in issue has
been determined by a U.S. court (includ-
ing settlement of the proceedings before
or during trial), the U.S. competent
authority similarly will endeavor only to
obtain correlative relief from the treaty
country and will not undertake any action
that would otherwise reduce the taxpay-
er's federal tax liability for the taxable
periods in issue as determined by a U.S.
court. Taxpayers therefore should be
aware that in these situations, as well as
in situations where a treaty country takes
a similar position with respect to issues
resolved under its domestic laws, relief
from doubl e taxation may be jeopardized.

.06 Accelerated Competent Authority
Procedure. A taxpayer requesting compe-
tent authority assistance with respect to
an issue raised by the Service also may
request that the competent authorities
attempt to resolve the issue for subse-
guent taxable periods ending prior to the
date of the request for assistance if the
same issue continues in those periods. See
also Rev. Proc. 94-67, 1994-2 C.B. 800,
concerning the Accelerated Issue Resolu-
tion (“AIR") process. The U.S. competent
authority will consider the request and
will contact the appropriate IRS field
office to consult on whether the issue
should be resolved for subsequent taxable
periods. If the IRS field office consents to
this procedure, the U.S. competent
authority will address with the foreign
competent authority the request for such
taxable periods. For purposes of resolving
the issue, the taxpayer must furnish all
relevant information and statements that
may be requested by the U.S. competent
authority pursuant to this revenue proce-
dure. In addition, if the case involves a
Coordinated Industry Case (“CIC") tax-
payer, the taxpayer must furnish al rel-
evant information and statements
requested by the Service, as described in
Rev. Proc. 9467, 1994-2 C.B. 800. If the
case involves a non-CIC taxpayer, the
taxpayer must furnish all relevant infor-
mation and statements that may be
requested by the IRS field office. A
request for the accelerated competent
authority procedure may be made at the
time of filing a request for competent
authority assistance or at any time there-
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after, but generally before conclusion of
the mutual agreement in the case; how-
ever, taxpayers are encouraged to request
the procedure as early as practicable. The
application of the accelerated procedure
may require the prior consent of the Asso-
ciate Chief Counsel (International). See
section 7.03 of this revenue procedure. A
request for the accelerated competent
authority procedure must contain a state-
ment that the taxpayer agrees that: (1) the
inspection of books of account or records
under the accelerated competent authority
procedure will not preclude or impede
(under section 7605(b) or any administra-
tive provision adopted by the Service) a
later examination of areturn or inspection
of books of account or records for any
taxable period covered in the accelerated
competent authority assistance request,
and (2) the Service need not comply with
any applicable procedura restrictions (for
example, providing notice under section
7605(b)) before beginning such examina-
tion or inspection. The accelerated com-
petent authority procedure is not subject
to the AIR process limitations.

SECTION 8. SIMULTANEOUS
APPEALS PROCEDURE

.01 General. A taxpayer filing a
request for competent authority assistance
under this revenue procedure may, at the
same time or at a later date, request
Appeals consideration of the competent
authority issue under the procedures and
conditions provided in this section. The
U.S. competent authority also may
request Appeals involvement if it is
determined that such involvement would
facilitate the negotiation of a mutual
agreement in the case or otherwise would
serve the interest of the Service. The tax-
payer may, a any time, request a pre-
filing conference with the offices of the
Chief of Appeals and the U.S. competent
authority to discuss the Simultaneous
Appeals procedure. See also section 7.02
of this revenue procedure for coordina-
tion with the competent authority of cases
aready in Appeals. However, arbitration
or mediation procedures that otherwise
would be available through the Appeals
process are not available for cases in the
simultaneous appeals procedure. See
Announcement 2000-4, 2000-1 C.B.
317, as extended by Announcement
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2002-60, 2002-26 |.R.B. 28, or any sub-
sequent announcement; and Rev. Proc.
2002-44, 200226 1.R.B. 10.

.02 Time for Requesting the Smulta-
neous Appeals Procedure.

(a) When Filing For Competent
Authority Assistance. The Simultaneous
Appeals procedure may be invoked at any
of the following times:

(1) When the taxpayer applies for
competent authority assistance with
respect to an issue for which the examin-
ing IRS office has proposed an adjust-
ment and before the protest is filed;

(2) When the taxpayer files a protest
with Appeals and decides to sever the
competent authority issue and seek com-
petent authority assistance while other
issues are referred to Appeals; and

(3) When the case is in Appeals and
the taxpayer later decides to request com-
petent authority assistance with respect to
the competent authority issue. The tax-
payer may sever the competent authority
issue for referral to the U.S. competent
authority and invoke the Simultaneous
Appeals procedure at any time when the
case is in Appeals but before settlement
of the issue. Taxpayers, however, are
encouraged to invoke the Simultaneous
Appeals procedure as soon as possible,
preferably as soon as practicable after the
first Appeals conference.

(b) After Filing For Competent
Authority Assistance. The taxpayer may
request the Simultaneous Appeals proce-
dure at any time after requesting compe-
tent authority assistance. However, a tax-
payer’s request for the Simultaneous
Appeals procedure generally will be
denied if made after the date the U.S.
position paper is communicated to the
foreign competent authority, unless the
U.S. competent authority determines that
the procedure would facilitate an early
resolution of the competent authority
issue or otherwise is in the best interest of
the Service.

.03 Cases Pending in Court. If the
matter is pending before a U.S. court or
has been designated for litigation and
jurisdiction has been released to the U.S.
competent authority, a request for the
Simultaneous Appeals procedure may be
granted only with the consent of the U.S.
competent authority and the Associate
Chief Counsel (International).
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.04 Request for Smultaneous Appeals
Procedure. The taxpayer’s request for the
Simultaneous Appeals procedure should
be addressed to the U.S. competent
authority either as part of the initial com-
petent authority assistance request or, if
made later, as a separate letter to the U.S.
competent authority. The request should
state whether the issue was previously
protested to Appeals for the periods in
competent authority or for prior periods
(in which case a copy of the relevant por-
tions of the protest and an explanation of
the outcome, if any, should be provided).
The U.S. competent authority will send a
copy of the request to the Chief of
Appeals, who, in turn, will forward a
copy to the appropriate Area Director.
When the U.S. competent authority
invokes the Simultaneous Appeals proce-
dure, the taxpayer will be notified. The
U.S. competent authority has jurisdiction
of the issue when the Simultaneous
Appeals procedure is invoked.

.05 Role of Appeals in the Smulta-
neous Appeals Procedure.

(a) Appeals Process. The Appeals rep-
resentative assigned to the case will con-
sult with the taxpayer and the U.S. com-
petent authority for the purpose of
reaching a resolution of the unagreed
issue under competent authority jurisdic-
tion before the issue is presented to the
foreign competent authority. For this pur-
pose, established Appeal s procedures gen-
eraly apply. The Appeals representative
will consult with the U.S. competent
authority during this process to ensure
appropriate coordination of the Appeas
process with the competent authority pro-
cedure, so that the terms of a tentative
resolution and the principles and facts
upon which it is based are compatible
with the position that the U.S. competent
authority intends to present to the foreign
competent authority with respect to the
issue. Any resolution reached with the
Service under this procedure is subject to
the competent authority process and,
therefore, is tentative and not binding on
the Service or the tax