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Mission of the Service

The purpose of the Internal Revenue Service is to collect
the proper amount of tax revenue at the least cost; serve
the public by continually improving the quality of our prod-

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to adminis-
ter the Internal Revenue Code. Tax policy for raising revenue
is determined by Congress.

With this in mind, it is the duty of the Service to carry out that
policy by correctly applying the laws enacted by Congress;
to determine the reasonable meaning of various Code provi-
sions in light of the Congressional purpose in enacting them;
and to perform this work in a fair and impartial manner, with
neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the Code. It
is the responsibility of each person in the Service, charged
with the duty of interpreting the law, to try to find the true
meaning of the statutory provision and not to adopt a
strained construction in the belief that he or she is “protect-
ing the revenue.” The revenue is properly protected only
when we ascertain and apply the true meaning of the statute.

ucts and services; and perform in a manner warranting
the highest degree of public confidence in our integrity, effi-
ciency, and fairness.

The Service also has the responsibility of applying and
administering the law in a reasonable, practical manner.
Issues should only be raised by examining officers when
they have merit, never arbitrarily or for trading purposes.
At the same time, the examining officer should never hesi-
tate to raise a meritorious issue. It is also important that
care be exercised not to raise an issue or to ask a court to
adopt a position inconsistent with an established Service
position.

Administration should be both reasonable and vigorous. It
should be conducted with as little delay as possible and
with great courtesy and considerateness. It should never
try to overreach, and should be reasonable within the
bounds of law and sound administration. It should, howev-
er, be vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax devices and
fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, 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 of a permanent nature are consoli-
dated semiannually into Cumulative Bulletins, 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
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal 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
revenue ruling. In those based on positions taken in rulings
to taxpayers 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 pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions 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 Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation 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 Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury's Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemaking
and the disbarment and suspension list included in this part,
none of these announcements are consolidated in the Cumu-
lative Bulletins.

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 semi-
annual 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.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 274.—Disallowance of Secretary may issue regulations that prdRS and Treasury Department partici-
Certain Entertainment, Etc., vide that some or all of the substantiatiopated in their development.
Expenses requirements will not apply to expenses
that do not exceed a prescribed amount.
26 CFR 1.274(d)-1: Substantiation requirements. ~ Section 1.274(d)-1 provides, in partAdoption of Amendments to the
that the Commissioner may prescrib‘?zegulations
T1.D. 8784 rules under which mileage allowances re-
imbursing ordinary and necessary ex- Accordingly, 26 CFR part 1 is amended
DEPARTMENT OF THE TREASURY penses of local travel and transportatioas follows:

Internal Revenue Service while traveling away from home will sat-
26 CFR Part 1 isfy the substantiation requirements of ART 1—INCOME TAXES

81.274-5T(c), and. the requirements of an Paragraph 1. The authority citation for
adequate accounting to the employer fQf, 1 js amended by adding entries in nu-

* *k k * %

Substantiation of Business

Expenses—Use of Mileage

A”p Sub 9 purposes of 81.274-5T(f)(4). However o iiea| order to read as follows:
owances to Substantiate §1.274(d)-1(a)(3) provides that SUCh A inority: 26 U.S.C. 7805 * * *

Automobile Expenses mileage allowances are available only t0 ggction i.274(d)—1 aleo issued under

AGENCY: the owner of a vehicle. 26 U.S.C. 274(d).

Internal Revenue Service New 81.274(d)-1T applies these sub-

(IRS), Treasury. Section 1.274(d)-1T also issued under

staqtiation rules to mileage allgwances fo§6 U.S.C. 274(d). * * *
business use of an automobl]e .aft_er De- Par. 2. In §1.62-2, paragraph (m) is
cember 31, 1997, without the I|_m|tat|on Iy mended by adding a sentence at the end
§1-274(‘_’)—1(?‘)(3) that a mileage al'f)f the paragraph to read as follows:
SUMMARY: This document contains lowance is available only to the owner o

temporary and final regulations relating t& vehicle. See Rev. Proc. 97-59 (199781.62-2 Reimbursement and other

the use of mileage allowances to substaﬁ—z I.R.B. 24), for rules that implementexpense allowance arrangements.

tiate automobile business expenses. THAESE regulations. The regulations also
regulations affect payors who make pay@d()pt new §1.62-2T(e)(2) to incorporate

ACTION: Temporary and final regula-
tions.

* * *x % %

ments and employees who receive pa);tlls new rule. ~(m) ***Paragraph (e)(2) of this sec-

ments under reimbursement or other eXspecial Analyses tion applies to payments made under re-
pense allowance arrangements for the imbursement or other expense allowance
business use of an automobile. It has been determined that these tenarangements received by an employee

porary and final regulations are not a sigwith respect to expenses paid or incurred
DATES: Effective date: These regula- nificant regulatory action as defined inon or before December 31, 1997. For
tions are effective October 1, 1998. EO 12866. Therefore, a regulatory aspayments with respect to expenses paid or
Applicability date: These regulations sessment is not required. It also has beémcurred after December 31, 1997, see
apply to transportation expenses paid atetermined that section 553(b) of the Ad81.62-2T(e)(2).
incurred after December 31, 1997. ministrative Procedure Act (5 U.S.C. Par. 3. Section 1.62-2T is added to
chapter 5) does not apply to these regulaead as follows:
FOR FURTHER INFORMATION CON- tions, and, because the regulations do ngt )
TACT: Donna M. Crisalli, (202) 622- impose a collection of information on 1.62-2T Reimbursement and other
4920 (not a toll-free number). small entities, the Regulatory FlexibilityexIoense allowance arrangements
Act (5 U.S.C. chapter 6) does not apthemporary).
SUPPLEMENTARY INFORMATION:  pyrsuant to section 7805(f) of the Internal () through (e)(1) [Reserved]. For fur-
Revenue Code, these temporary and fingl g, guidance, see §1.62—2(a) through
regulations will be submitted to the Chiefg ().
Counsel f(_)r_Advc_Jcacy of the Small Busi_— (e)(2) Expenses governed by section
Section 274(d) provides that a taxpayefess Administration for comment on the|r274(d)_ For further guidance, see §1.62—
is not allowed a deduction or credit foimpact on small business. 2(e)(2) except that each reference to
certain expenses unless the expense If)st‘afting Information §1.274(d)-1 is deemed to be a reference
substantiated. These substantiation re- to §1.274(d)-1T.
quirements apply to the expenses of use The principal authors of these regula- (e)(3) through (I) [Reserved]. For fur-
of any listed property (defined in sectiortions are Edwin B. Cleverdon and Donngher guidance, see §1.62-2(e)(3) through
280F(d)(4)), which includes any passenM. Crisalli of the Office of the Assistant (I).
ger automobile and any other propertfhief Counsel (Income Tax and Account- (m) Effective dates.Paragraph (e)(2)
used as a means of transportation. Theg). However, other personnel from thef this section applies to payments made

Background and Explanation of
Provisions
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under reimbursement or other expense al-D. 8785 final rule has been reviewed and, pending

lowance arrangements received by an em- receipt and evaluation of public com-
ployee with respect to expenses paid d#JEPARTMENT OF THE TREASURY  ments, approved by the Office of Man-
incurred after December 31, 1997. Folternal Revenue Service agement and Budget (OMB) under the
payments with respect to expenses paid @6 CFR Parts 1 and 602 Paperwork Reduction Act (44 U.S.C.
incurred on or before December 31, 1997 L _ 3507) and assigned control number 1545-
see §1.62-2(e)(2). C|aSS|f|Cf_=1t|0n of Certain 1594. An agency may not conduct or
Par. 4. Section 1.274(d)-1 is amendegransactions Involving Computer  sponsor, and a person is not requirgd to
by adding paragraph (b) to read as foPrograms respond to, a col.lectlon. of mfor'matlgn
lows: ~unless the collection of information dis-
AGENCY: Internal Revenue Servicep|ays a valid control number assigned by
§1.274(d)-1 Substantiation (IRS), Treasury. OMB.
requirements. ACTION: Final regulations. The collection of information in this

regulation is in 81.861-18(k) of the regu-
SUMMARY: This document contains reg-lations. This information is required to

(b) Effective date.This section applies jations relating to the tax treatment of cePermit taxpayers to obtain an automatic
to allowances described in paragraptain transactions involving the transfer ofhange in method of accounting. This in-
(a)(2) of this section for expenses paid afomputer programs. The regulations prd‘ormation will be used to enable the IRS
incurred on or before December 31, 199%jide rules for classifying such transactionf determine if taxpayers were entitled to
For allowances for expenses paid or inas sales or licenses of copyright right€dn automatic change in method of ac-
curred after December 31, 1997, sesales or leases of copyrighted articles, &eunting. The likely respondents are or-

* * *x % %

§1.274(d)-1T. the provision of services, or of know-howdanizations. . _
Par. 5. Section 1.274(d)—1T is added tonder certain provisions of the Interna] Comments concerning the collection of
read as follows: Revenue Code and tax treaties. These régformation should be directed to OMB,
ulations are necessary to give taxpayefsitention: Desk Officer for the Depart-
§1.274(d)-1T Substantiation guidance on the taxation of computer prgn€nt of the Treasury, Office of Informa-
requirements (temporary). gram transactions. These regulations afon and Regulatory Affairs, Washington,

QC 20503, with copies to thimternal

fect taxpayers engaging in certain transa X
Revenue ServiceAttn: IRS Reports

(8)(1) and (2) [Reserved]. For further, . .
tions involving computer programs.

guidance, see 81.274(d)-1(a)(1). Clearance Officer, OP:FS:FP, Washing-
(8)(3) [Reserved]. DATES: Effective date These regulations ton, DC 20224. Any such comments
(b) Effective date This section applies are effective October 2, 1998. should be submitted not later than De-

to allowances described in §1.274(d)— Applicability date. These regulations cember 1, 1998. Comments are specifi-
1(a)(2) for expenses paid or incurred afteapply to transactions occurring pursuant teally requested concerning:
December 31, 1997. For allowances fogontracts entered into on or after Decem&hether the collection of information is
expenses paid or incurred on or beforeer 1, 1998. Taxpayers may elect to appfyecessary for the proper performance of
December 31, 1997, see §1_274(d)_1(a).this section to transactions occurring pur“he fUﬂCthhS of the IR.S, mcludmg
suant to contracts entered into in taxabWhether the information will have practi-
Michael P. Dolan, years ending on or after October 2, 199&:2l utility; .
Deputy Commissioner of Taxpayers may also elect to apply this sedhe accuracy of the estimated burden as-
Internal Revenue. tion to transactions occurring in taxabléociated with the collection of informa-
years ending on or after October 2, 199dion (see below); _ N
Approved September 14, 1998. pursuant to contracts entered into befordoW to enhance the quality, utility, and

October 2, 1998, provided the taxpayefarity of the information collected;
Donald C. Lubick, would not be required under this section th!0W t0 minimize the burden of comply-

Assistant Secretary of change its method of accounting, or thi19 With the collection of information, in-
the Treasury. taxpayer would be required to change itgludlng the application of automated col-

i i ) method of accounting but the resultincjleCtIOn _technlques or other forms of
(Filed by the Office of the Federal Register on nformation technology; and

. - : tion 481 adjustment would be zero.
September 30, 1998, 8:45 a.m., and published in tREC Estim f ital or rt- n
issue of the Federal Register for October 1, 1998, 63 stimates of capital or start-up costs a d

F.R. 52600) FOR FURTHER INFORMATION CON- costs of operation, maintenance, and pur-
TACT: Anne Shelburne, (202) 622-388chase of services to provide information.
(not a toll-free number). The burden per respondent is reflected in

Section 861.—Income From _ the burden of Form 3115.
SUPPLEMENTARY INFORMATION: Books or records relating to this collec-

Sources Within the United States

Paperwork Reduction Act tion of information must be retained as
26 CFR 1.861-18: Classification of transactions _ _ ~ long as their contents may become mater-
involving computer programs. The collection of information in this ial in the administration of any internal

1998-42 |.R.B. 5 October 19, 1998



revenue law. Generally, tax returns anttansaction as the transfer of a copyrighbrs requested that Treasury expand the
tax return information are confidential, agight if the transferee acquires one oscope of the final regulations to apply the

required by 26 U.S.C. 6103. more of the copyright rights identified inregulations’ principles for all U.S. tax
81.861-18(c)(2) of the proposed regulapurposes. Other commentators, however,
Background tions. If the transferee acquires a copy afrged caution, stating that issues raised

This document contains final regula® COMPUter program but does not acquinender other Code sections should be re-
tions to be added to the Income Tax Reg@"Y of the rights identified in §1.861-solved only by legislation or by revising
lations (26 CFR part 1) under section 8648(c)(2), the regulations classify thethe regulations under those other sections.

of the Internal Revenue Code (Code)t_ransaction as the transfer of a copyMost commentators recommended apply-

These regulations clarify the treatmenfighted article. . ing the regulations for tax accounting
under certain provisions of the Code and_1N€ Proposed regulations further claspurposes.
tax treaties of income from transactionSifY transfers of copyright rights as either Some commentators requested that
involving computer programs. a sale or a license of copyright rightsTreasury specifically address the rele-
On November 13, 1996, proposed reg'l_'he prqpoged regulations require th.at.thrsance of the regulations in a specific con-
ulations [REG-251520-96 (1996-2 C.BClassification be made by examiningext. For example, some commentators
511)] were published in thieederal Reg- WWhether, taking into account all facts andequested that the regulations clarify how
ister (61 F.R. 58152). The IRS receivedFircumstances, all substantial rights ithe principles apply in determining the

written comments on the proposed reguldD® copyright have passed to the trangonsequences of computer program trans-
cfieree. The proposed regulations also réctions under tax treaties.

tions and held a public hearing on Mar ) ) ) . .
quire that transfers of copyrighted arti- After consideration of these comments,

19, 1997. Having considered the com e : : . .
ments and the statements made at ti6€S be further classified as either a safée final regulations retain the scope of

hearing, the IRS and Treasury Depar@' @ lease of a copyrighted article. 'Thiéhe proposed regulations. However, Trea-
ment adopt the proposed regulations gd4@ssification is made by examiningSury and the IRS are considering whether
modified by this Treasury decision. TheVhether the benefits and burdens of owrthe principles of these regulations should
comments and revisions are discusseiShiP of the copyrighted article haveapply to other tax provisions of the Code.

below passed to the transferee. These regulations are intended to apply
' The specific rules of the proposed regufor purposes of applying and interpreting
I. The Proposed Regulations. lations are based on certain key princiU.S. tax treaties. United States tax

_ _ ples: that the special features of computéieaties provide that terms not defined in
The proposed regl'”atlons Clarlfy Cer'programs should be recognized and thgﬁe treaty are defined by reference to do-

tain rules for classifying transactions inTunctionaIIy equivalent transactionsmestic law. See e.g., U.S. Model Income
VOIVing computer programs. The reQUIa'ShOL"d be treated S|m||ar|y The regu|aTaX Convention of September 20, 1996,
tions generally require that a transactiof), s 4re also based on the principle thaticle 3(2).

involving a computer program be treatetlo o riaht law should be a factor in classi- The second group of comments gener-
as being within one of four possible cateq iy ransactions for tax purposes, budlly addressed expanding the scope of the
gories: (1) transfer of copyright rights, (2)shouid not be determinative. regulations to apply to transactions in
transfer of a copyrighted article, (3) pro- ginaily. the proposed regulations conother types of digitized information. The
vision of services relating to developmenyi, 18 examples illustrating the rules. ~ Proposed regulations are limited to classi-

or modification of a computer program, fying transactions in computer programs.
or (4) provision of know-how relating toll. Comments and Final Regulations.  Section 1.861-18(a)(3) of the proposed
computer programming techniques. . regulations defines a computer program
The regulations distinguish betweerl- Scope a_nd Application of the as “...a set of statements or instructions to
transfers of copyright rights and transfers eégulations. be used directly or indirectly in a com-
of copyrighted articles based on the typg seneral Scope. puter in order to bring about a certain re-
of rights transferred to the transferee. sult.” The definition includes any data
They recognize that computer programs The proposed regulations classifybase or similar item only “. . . if the data

are subject to copyright protection undetransactions in computer programs fobase or similar item is incidental to the
both U.S. and foreign copyright law. See&ertain international provisions of theoperation of the computer program.”
the Copyright Act of 1976, as amendedode. A number of comments addressedommentators expressed differing views
(17 U.S.C. 101 et. seq.); see also, EC Diwo types of issues involving the scope o&s to how to define computer programs.
rective on Legal Protection of Computethe regulations: the treatment of comSeveral commentators recommended that
Programs, Council Directive 91-250 puter programs under other tax provisionthe definition be expanded to include data
1991 J.0. (L 122), and the Berne Conversf the Code and the application of thdases and content provided as part of the
tion for the Capital Protection of Literaryprinciples of the proposed regulations teransaction. They note that advances in
and Artistic Works, 25 U.S.T. 1341 (Pariproducts other than computer programs.technology now permit significant
Text, July 24, 1971). Copyright law As to the treatment of computer proamounts of content, that are not merely
grants certain exclusive rights to a copygrams under other Code sections, conircidental, to be included in even inex-
right owner. The regulations classify anents were mixed. Several commentgensive mass-marketed programs. Some

October 19, 1998 6 1998-42 |.R.B.



commentators recommended that the def- This suggestion has not been adoptedegulations, income from electronic trans-
inition be expanded to include data base€Ereasury and the IRS intend to furthefers of computer programs that constitute
or similar items even if not incidental,consider this issue and may provide addinventory property, classified as sales of
while some stated that data base produdisnal guidance in the future. See genecopyrighted articles, will be sourced

containing only a de minimis amount ofally, §1.482-3(f). under similar principles.
software programming to facilitate access )

to the data should be excluded from thg Source of Income. 2. Relevance of Foreign Law.
definition.

Several commentators requested that Several commentators requested that
Several commentators requested thgteasyry provide explicit guidance inTreasury clarify that classification of a
Treasury expand the regulations morg. requlations on how to source incomeransaction involving computer programs
generally, by applying the same or analogjsing from transactions in computer profor U.S. tax purposes does not depend on
gous principles in determining the ta&%yams. Generally, under the current rulegoreign copyright law. In addition, one
consequences of transactions involVinghe source of income from sales of propeommentator requested that the regula-
copyright rights and copyrighted articles, ity jepends to varying extents upon bottions explicitly state that the terms used in
to entertainment products, or to other digee type of property and, for inventorythe regulations, although taken from
itized information. property, the place of sale, with the placeopyright law, will be interpreted in a
The suggestions to expand the scope gf 5je generally determined by the placenanner consistent with the purposes of
the regulations, either by expanding thg here title to the property passes. Sede regulations and Internal Revenue
definition of computer programs or by apg; gg1-7(c). Several commentators reSode. In certain cases, terms taken from
plying the regulations to other types OEuested clarification of which source rulecopyright law are specifically defined in
digitized information, were not adoptedgphjies to various transactions in comthe regulations so as to properly imple-
Instead, the final regulations generally ré  tor programs. The commentators alsment the regulations’ underlying policy.
tain the definition of computer programs,ginted out that the place of sale can benless specifically defined in the regula-
found in the proposed regulations. It ig,.ohiematic when dealing with sales otions, legal standards taken from copy-
intended that a computer program ingomnyter programs, in part because typright law are intended to be given the
cludes any media, user manuals or docy) jicense agreements do not refer to same interpretation as under U.S. copy-
mentation, or similar items (in addition tOyansfer of property, and in part becaustght law. Factual predicates for applica-
data bases) if incidental to and routinely, glectronic transfer is generally not adion of those standards, however, may be
transferred along with the computer progomnanied by the usual indicia of theprovided by referring to foreign copyright
gram. Treasury and the IRS are not awagg, nsfer of title. Several commentatorsaw. For example, if it were necessary to
of specific instances where the failure tQggested that the place of sale should betermine whether the transferee had ac-
expand the definition of computer pro-yeemed to be the location of the customeguired the right to create a derivative
gram would result in inappropriate conseg; the place where the customer first obwork based on a computer program pro-
quences to taxpayers for the portion of thgyins the opportunity to install the protected under French copyright law, the
transaction not governed by these reguldjiam onto its computer. facts of the case, i.e. the rights that the
tions. Treasury and the IRS invite com-" |, regnonse to comments, the final regransferee may exercise, are determined
ments on this point. _ ulations provide specific source rulesunder French law and the agreement be-
The regulations also continue t0 apphfye regulations provide that income frontween the parties. However, whether or
only to cross-border transactions involvingansactions that are classified as sales oot the transferee’s rights constitute the
computer programs because Treasury adchanges of copyrighted articles will beight to create a derivative work for pur-
the IRS believe that such transactions rais§, rced under sections 861(a)(6)poses of this regulation is determined by
the most pressing need for guidance. Treggo5)(6), 863, 865(a), 865(b), 865(c), ocomparing those rights created under
sury and the IRS may consider whether g5e)  as appropriate. Income deriveBirench law and the agreement between
apply the principles of these regulations g, the sale or exchange of a copyrighthe parties to the U.S. law definition of
all transactions in digitized information asjght will be sourced under sectionghe right to create a derivative work.
part of a separate guidance project. 865(a), 865(c), 865(d), 865(¢), or 865(h), In addition, commentators requested
b. Relationship with Section 482. as approprigte. Income derived from eielarification that the. determination of
ther the leasing of a computer program owhether a foreign tax imposed on transac-
Numerous commentators requestethe licensing of copyright rights in a com-tions in computer programs is a compul-
clarification regarding the application ofputer program will be sourced under secsory payment, eligible for a foreign tax
the regulations for purposes of sectiotion 861(a)(4) or section 862(a)(4), as aperedit, is not affected by these regulations.
482, requesting that transactions in copypropriate. As to the issue of determiningreasury believes clarification is unneces-
right rights be treated as transactions ithe place of sale under the title passagmry. These regulations do not in any way
intangibles and transactions in copyrule of §1.861-7(c), the parties in manynodify the requirement of §1.901-2(e)(5)
righted articles be treated as transactiortsses can agree on where title passes tbat substantive and procedural provisions
in tangible property, even if deliveredsales of inventory property generallyof foreign law (including applicable tax
electronically. Consistent with the overall policy of thetreaties) determine the taxpayer’s liability
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under foreign law for tax and thusthe right to make copies constitutes th&on is considered the transfer solely of a
whether an amount paid is a compulsortransfer of a copyright right only if cou- copyrighted article. Example 17 clarifies
payment. Moreover, the regulationgled with the right to distribute to the pub+that the right to use software development
under section 904 recognize that a credic, the regulations treat the right to makeools to create an insubstantial component
itable foreign tax may be imposed on awopies differently from the other copy-of a new program constitutes such a de
item of income that is taxed at a differentight rights because of the unique charagninimis copyright right. Example 18
time or in a different manner in a foreigrteristics of computer programs, including:larifies that the right to modify the
country than in the United States. Sethe ease by which computer programs caburce code to correct minor errors and

81.904-6(a)(1). be copied. make minor adaptations to a computer
_ ] Another set of comments requests claprogram also constitutesde minimis
3. Copyright Rights. ification of the effect of the transfer ofcopyright right.

The proposed regulations, in §1.861.r09rams that permit the user to distribute However, the final regulations do not
18(c)(2), describe four copyright rights:C€"ain ancillary programs in conjunctionprovide that where no independent value
(i) the right to make copies for distripu-With works created using the underlyingattaches to the exploitation of the right to
tion to the public, (ii) the right to prepareP’09ram. Or to incorporate certain proprepare derivative computer programs,
derivative programs, (iii) the right to 9"aM €lements into new programs creatéglich right must be treated de minimis
make a public performance of the proySIng the pnderlylng program. For examreasury and the IRS believe that in most
gram, and (iv) the right to publicly dis-P!€: C€Main programs, such as softwargases where no independent value at-
play the program. If a transfer of a comdevelopment tools, permit the transferegyches to the grant of the right to prepare
puter program results in a transferel distribute certain ancillary programs Ofjerivative computer programs, the right is
acquiring any one or more of the fourmCIUd.e certain segments of computefe minimis However, this may not be
listed rights, the regulations classify th%COde in new programs created by thgye in all cases and, therefore, this com-
transaction as a transfer of a copyrighf'Sfe€€ using the development proment has not been adopted.

. gram. Similarly, transferees of computer
right. Although the commentators agree . . .
that the right to make copies for distripyPrograms are sometimes granted accesslttoPublic Performance and Display.

tion to the public is properly included the program’s source code in order to per- | q
P properly 'mit the transferee to correct minor errors S€Veral commentators urged Treasury

}:e{hrgig?e: gtuhl’z?i:)Of rCiOrf::f:;eﬂi regard. icompatibilities in the program. to reserve in final regulations on two of
g pyrignt rignts. Under the proposed regulations, thdhe copyright rights, the right to make a

a. Derivative Programs. transfer of a software development tool ogPuPlic performance and the right to public
display of the copyrighted work. Several

the grant of the right to correct minor er- )
Commentators stated that final regularors by modifying the source code mighfommentators recommended that, if Trea-

tions should clarify the right to prepareconstitute the right to create a derivativéU"y €lects not to reserve, a transaction in-
derivative programs. They recommendegomputer program, resulting in the trans¥©lVing €ither right should result in treat-
that the regulations more specifically defer of a copyright right. CommentatorsTent as a transfer of a copyright right
scribe the circumstances resulting in thargued, however, that in both cases, tHY if the transfer is for commercial ex-
transfer of such a copyright right. overall character of the transaction waBloitation rather than for internal use.
Some commentators recommended thahalogous to the transfer of a copyrighted Commentators also requested clarifica-
a transfer of the right to prepare a derivaarticle. Several commentators recomtion of these rights in the entertainment
tive program should not be treated as th@ended that where limited portions of @&rea. They recommended the regulations
transfer of a copyright right unless it isdevelopment tool are included in an appliState that the right to publicly perform or
coupled with the right to distribute the decation program, the inclusion should bélisplay the computer program should not
rivative program to the public. Thatconsideredde minimis and the resulting be considered the transfer of a copyright
change, they say, would make the righdpplication program not treated as a ddight if the performance or display is lim-
more consistent with the right to reprorivative program of the program developited to the advertisement of a copyrighted
duce copies, which results in the transfanent tool. article, and does not permit the public dis-
of a copyright right only if it is coupled In addition, several commentators recplay of the entire article.
with the right to distribute to the public. ommended that where no independent These suggestions have not been
The final regulations do not adopt this/alue attaches to exploitation of the righadopted. However, Treasury and the IRS
recommendation. Although the final regto prepare derivative computer programgecognize that the definition of these
ulations disregard the de minimis right tasuch right should be treated as de mirfights in the context of computer pro-
make a derivative work, a substantiaimis, and not considered in classifying thgrams is still developing, and in the future
right to make a derivative work is approtransaction. it may be necessary to revisit this issue.
priately treated as the transfer of a copy- In response to these comments, that the present time, Treasury and the IRS
right right, regardless of whether it is coufinal regulations provide in paragraphbelieve it is appropriate to continue to fol-
pled with the right to distribute to the(c)(1)(ii) that thede minimistransfer of a low copyright law as to these rights. In
public. The regulations generally followcopyright right will not be taken into ac-many cases, however, the transfer of a
copyright law in this respect. Althoughcount in determining whether a transacright for public display or performance of
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a computer program, such as marketing dr. Definition of Copyrighted Article. 5. Further Classification of a Copyright
advertising the program, to the extent it Right as a Sale or License.

constitutes the transfer of a copyright '€ comments on this issue fell into . o
fight, would be considered de minimis two categories. One group of comments In classifying a copyright right as a sale

grant of a copyright right under §1'861__recommended that final regulatio_ns clarer license, the pr_opo_sed regulations look
18(c)(1)(ii) of the final regulations, so |fy_ t_he_conseqL_Jence_s of transferr_lng a dE) whether, considering all _the facts _and
that the transaction would not result in th&inimis copyrlght_ right alqng with the cwcur_nstan_ces, all substantial rights in a
transfer of a copyrighted article. The proeopyright right are transferred. Commen-
posed regulations state in §1.8614ators raised a number of issues regarding
c. Definition of to the Public. 18(c)(1)(ii) that if a person acquires ahe all substantial rights test, commenting
) ) . copy of a computer program but does nain the effect of exclusivity, term of trans-
The propo;ed regula.tlor?s I'?t the ”ghE\cquire any of the four copyright rightsfer, geographic area, and time and manner
to make copies for distribution t0 theyq transfer is classified as a transfer of af payment.
public as one of the four copyright rightsyq 5y righted article. Several commenta- Several commentators stated that ex-
Commentators recommended that the regss"requested that the regulations clarifglusivity is the most important factor in
ulations clarify the meaning of “to theyhe siatement to say that if the transfer irdetermining whether all substantial rights
public.” They recommended the defini,qes only a de minimis copyright righthave been transferred. They pointed out
tion exclude distribution to a relatedyg transfer is classified as a transfer of that two example€xamples &nd6, dis-
party, with related party defined to ensurgqnyrighted article. As discussed abovesuss other factors, the term of the transfer
that transfers to a non-controlled joinf, yesponse, the final regulations providend a transfer in a limited geographic
venture would not be considered distribug, ¢ f the transfer includes only a de minarea, in addition to exclusivity, and re-
tion to the public. They also recomynis copyright right, the transfer is classiquested that the regulations explicitly
mended that distribution to identified disjeq a5 4 transfer of a copyrighted article.state that exclusivity is the most important
tributees not be considered distribution 10 e second category of comments corfactor. One commentator suggested that
the public. cerned the definition of a copyrighted artithe term of the transfer may not be rele-
Commentators also recommended thge  section 1.861-18(c)(3) defines aant since the useful life of the program
regulations state that distribution t0 thegnyrighted article as a copy of a computemay be shorter than originally believed
public does not mean distribution t0 €Mproaram from which the work can be perdue to technological advances.
ployees. In addition, they urge Treasuryejyed, reproduced, or otherwise commu- The final regulations do not incorporate
to make explicit that internal distributionyicateq, either directly or with the aid of @ahese comments. The regulations were
includes distribution to many employeesy,chine or device. Several commentatorst intended to change the generally ap-
including employees of affiliates, at mul-ecommended the regulations be modifiefllicable “all substantial rights” test used
tiple locations. _ to say that the copy of the program neeith determining whether a transfer of an in-
In light of these comments, the final, he fixed in a tangible medium, and thugangible, including copyright rights, is a
regulations provide in new paragrapRyecironically transferred copies also corsale of the intangible or a license of the
(9)(3) that distribution to the public doesgite copyrighted articles. intangible.
not include distribution to a related per- rrgasyry and the IRS believe that the Another fact mentioned in the exam-
son, which is defined for purposes of theaqjjations clearly indicate that electroniples is the manner of payment. Several
regulation as a person who bears a relg)y transferred copies also constitute theommentators stated that the term over
tionship to the transferee specified in SeGzansfer of a copyrighted article. Sectiomvhich payments are made should be irrel-
tion 267(b)(3), (10), (11), or (12), or sec+ gg1_18(g)(2) of the final regulationsevant in characterizing the transaction,
tion 707(b)(1)(B), with “10 percent” .,niinues to provide that the physical oand requested that this be made explicit.
substituted for “50 percent.” The terMg|acironic medium used to effectuate Although the regulations are not intended
also excludes distribution to certain idengansfer of a computer program shall nao depart from what is the generally ap-
t!fled persons or tq those with a legal relag g ta1en into account. Also, the exampleglicable rule on this issue, this comment
tionship to the original transferee. Thegntained in the regulations, includinghas been reflected in paragraph @Y
number of employees or independent oy, ragraph (h)Examples 2, 3and4, ample 5of the final regulations, thus clar-
tractors who are permitted to use the prspecifically conclude that the electronidfying that the payment term is irrelevant
gram in performance of services for thgransfer of software can constitute then the facts of this example.
transferee is not relevant. The examplegynster of copyrighted articles. Several commentators pointed out that,
have also been amended to clarify that the e commentator suggested that thie determining whether all substantial
number of permitted users, which inyyq 45 “carrier medium” should be substitights are transferred, the regulations state
cludes employees of the transferee, withig,ieq for the words “the magnetic mediunthe principles of section 1222 and section
the group of related persons is not takegy 5 fioppy disk” because computer pro1235 shall apply. They seek clarification
into account in determining whether theyams may be distributed on a non-maghat section 1222, not section 1235, ap-
transferee has the right to distributgyic medium, such as a CD-ROM. Thiglies to transfers of copyrights, with sec-
copies of the program to the public. Segymment has been adopted in §1.861tion 1235 only applying to qualifying
e.g., paragraph (h-xample 11. 18(c)(3) of the final regulations. transfers of patents.

transfer of a copyright right.
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Although section 1235 by its termstransferred. One commentator stated th@ode sections. Thus, the relevance of the
only applies to patent transfers, the prahis test is not helpful here, and proposedistinction between services and know-
posed regulations state that “the princian economic substance test instead, fbow must be determined under other
ples of sections 1222 and 1235” (emphaeusing on the right to use a computer prd=ode sections. Compare sections
sis added) shall apply. Treasury and thgram as the economically valuable right861(a)(3) and 862(a)(3), looking to place
IRS believe that the all substantial right&nder that standard, a copyrighted articlef performance in sourcing income from
test in the regulations under section 123%ould be considered sold if transferregervices, with sections 861(a)(4) and
although a safe harbor under that sectiojith the right to use it indefinitely. 862(a)(4), sourcing income derived from
nevertheless reflects the all substantial Other commentators, however, bethe transfer of certain know-how based on
rights test arising from case law generallyieved that the existing authorities applywhere the know-how is used. The dis-
and is, therefore, an appropriate standafflg the benefits and burdens test providénction between services and know-how
that may be applied. However, in applythe correct analytical approach for distinmay also be relevant under income tax
ing the all substantial rights test to transguishing a sale from a lease of a copyireaties. Compare Convention Between
actions in computer programs under thesgyhted article. the United States of America and Japan
regulations, relevant case law, other than The final regulations preserve the bendor the Avoidance of Double Taxation and
that specifically addressing section 123%its and burdens test, and are not intenddfe Prevention of Fiscal Evasion with Re-
or section 1222, may also be applied, ang change the generally applicable ben&pect to Taxes on Income, Article 8 (Busi-
the final regulations clarify this point. fits and burdens test. ness Profits) and Article 14 (Royalties).

Some commentators suggested the final

6. Further Classification of a 7. Related Parties. regulations eliminate the requirement in
Copyrighted Article as a Sale or aragraph (e) of the proposed regulations,
Lease. The examples to the proposed regulef—equiring that know-how not be copy-

tions state that they assume the parties aﬁah o ;

a Lease Character for Copvrighted 1 table as a prerequisite to being treated
P pyrg unrelated. Several commentators reso o how for purposes of this section.

quested that final regulations clarify thep . .omment has been adopted to elimi-

The proposed regulations treat a nont_rea.tment of related parties under the,regfate any inference that only orally trans-
sale transfer of a copy of a computer prdlations. They state that the regulation§iseq information could be classified as
gram as a lease. Some commentatopgou!d apply to related and unrelated pajg, o\ how, The final regulations, how-
urged Treasury to reconsider its decisioH€S N the same way, and that Treasuryyer add two other requirements. Know-
to adopt lease characterization for tranghould specify any particular concems. o is of the type covered by these regu-
actions that traditionally have been char- !N reésponse to these comments, the €Ksiions only if the information is
acterized as licenses. They submitted th@MPles to the final regulations do not conytormation relating to computer program-
the change creates confusion, is inconsitiN an assumption that the parties are Ugsing techniques, is furnished under condi-
tent with established commercial practic€lated. The regulations are intended tgons preventing unauthorized disclosure,
and implies that all lease transactions ir@PPIy to related and unrelated parties igpecifically contracted for between the
volve tangible property. One commentath® same manner. The relationship bgsarties, and is considered property subject
tor asked the IRS to clarify that the regufween the parties does not affect the chagy trade secret protection. Know-how is
lation is not intended to produce anyicter of the transaction, with the excepeonsidered a property interest under ap-
differences in income tax consequenceion of special rules regarding definitionpjicaple law, and only if the know-how is
by treating a transfer of a program as @f the term “distribution to the public.” specifically contracted for between the
lease instead of a license. Of course, if the parties are related foparties. These additional requirements

These comments have not beeRurposes of section 482, that section mashould help clarify the definition of know-
adopted. Treasury and the IRS continu@Pply to determine the proper amount ofiow described in these regulations.
to believe that lease characterization igonsideration for the transfer.
correct for non-sale transfers of copies oé Servi

. Services and Know-How.

computer programs. Any income tax con- The proposed regulations state that if a
sequences from such characterization Some commentators Suggested th@ftansaction in a Computer program con-
under these regulations will result fronfina| regulations clarify the relevancy ofsists of transactions in more than one cat-
application of generally applicable taxhe distinction between the provision ofgory listed in §1.861-18(b)(1), the trans-
law to the leasing transaction. services and the provision of know-howactions, unless de minimis, will be treated
This suggestion has not been incorporategs separate transactions, with the rules ap-
in the final regulations. The purpose oplied separately to each. Several com-
In determining whether the transfer of dhe regulations is only to characterizenentators requested further guidance on
copyrighted article results in a sale, or intransactions involving computer pro-how to treat transactions that include pay-
stead as a lease generating rental inconggams. Once the character of the transagents for updates, support, consulting,
the proposed regulations look to whethetjon is determined under the regulationssducation, and training. They pointed out
based on the facts and circumstances, ttige taxation of the income arising fronthat in many cases, the extent to which
benefits and burdens of ownership arthe transaction is determined under othesuch transactions or services will be re-
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quired by the transferee are unknown ahended the IRS remedy double tax prokt3. Reverse Engineering and
the time of the initial contract. Theylems for transactions prior to the effective = Decompilation.
asked that regulations clarify the factorslate. .
that will sustain an allocation where these The final regulations apply to transac- ON€ commentator stated that the right
various options are made available, diions occurring pursuant to contracts erf® '€Verse engineer (or decompile) a com-
that Treasury consider bundling rules.  tered into on or after the effective date oPuter program (i.e., the right to recon-
These comments have not beethe regulations. A special transition rultruct the source code from the object
adopted. These regulations are limited toermits taxpayers to elect to apply th&2d€) should be irrelevant in classifying
characterizing transactions relating toegulations to transactions occurring purll @1Sactions in computer programs, and
computer programs, and are not intendesliant to contracts entered into in taxabid1at references to that right should be
to provide rules for allocating incomeyears ending on or after the date of publ€liminated from the examples.
arising from mixed transactions. Mixedcation of this document in the Federal 'NiS comment has not been adopted.
transactions occur in many circumstanceRegister. Taxpayers may also elect tbN€ decompilation of a computer pro-
outside of transactions involving com-apply this section to transactions Occurgram can result in the creation qf a deriva-
puter programs. Whether income arisinging in taxable years ending on or after thV€ Work. Under the regulations, the
from a mixed transaction, involving com-date of publication of this document in thé!9nt to create a derivative work is a copy-
puter programs or otherwise, must be akederal Register, for contracts enterefight right. Therefore, whether the trans-
located to its separate components undgfto before the date of publication of thigere€ is prohibited from reverse engineer-
generally applicable principles of taxadocument in the Federal Register, prdd & computer program could be relevant
tion, and the method by which such invided the taxpayer would not be required detérmining if a copyrighted article has
come is allocated to the transaction’sinder this section to change its method dt€€n transferred.
components, must be determined undetccounting, or the taxpayer would be reqs Effect of Practices Used to Control
other Code sections. quired to change its method of accounting  pjcy,
10. Shrink Wrap License. but the resulting section 481 adjustment
would be zero. One commentator suggested that cer-
Several commentators stated that the With regard to double taxation, taxpaytain practices used to control software
reference to the tershrink wrap license €rs who believe they are subject to doublgiracy, such as a requirement that the
in the proposed regulations should b&xation may pursue competent authorityransferee annually contact the transferor
deleted, because the reference can be miglief. :nd pay an ar;]nu;ll fee, be disregardedl in
interpreted as ascribing some legal signif- . etermining whether a transaction results
icange to the term. grhey sugggestgd 12. Accounting Method Changes. in a sale or lease of a computer program.
more general reference to a user agree-Commentators suggested that the IRS 1NiS comment has not been adopted.
ment or a user license. In response t@sue, simultaneously with the issuance otUCh @ transaction must be analyzed
these comments, the final regulations noe final regulations, a revenue procedurdnder the benefits and burdens test, taking
indicate in Example 1 that the termpermitting an automatic change of aclNto account all the facts and circum-
shrink-wrap licensés merely illustrative. counting to allow taxpayers to apply thet@nces. uUnder that test, the requirement
The regulations’ analysis is based on thgrinciples of these regulations for pur_'[hat the transferee contact the transferpr
terms of the agreement between the pafpses of accounting for prepaid incom@nd Pay an annual fee might not result in
ties, and on the nature and extent of thgnder software maintenance agreement§aS€ characterization, if other significant
rights transferred, not the means of paclpifferent rules apply depending onbenefits and burdens of ownership pass to
aging or distributing the computer proyyhether the income from such agreelhe transferee.
gram. In particular, the use of the termpents is considered to be derived fro -
shrink-wrap licensén the proposed regu-the sale of goods or the performance 35_ Definition of Computer
lations was not intended to create an inseryices. Compare, §1.451-5 (sale of One commentator urged Treasury to
ference that the regulations apply only tgoods) and Rev. Proc. 71-21 (1971-2 CBdopt a flexible definition of the term
mass-marketed software. 549) (performance of services). computer However, the final regulations
In response to comments, the final regdo not define computer. The definition of
ulations grant taxpayers consent tgoftware used in the regulations is based
The proposed regulations draw no inehange their method of accounting if necen the definition in the Copyright Act.
ference for transactions prior to the reguessary to conform the classification offhe Copyright Act does not define the
lations’ effective date. One commentatotransactions with these regulations, wher@rmcomputer
recommended that the regulations permihe taxpayer elects one of the transtion )
taxpayers to elect retroactive applicationules in paragraph (i)(2) of the regula16- Comments (not otherwise addressed
of the regulations. Another commentatotions. To obtain automatic consent to  2P0Ve) Regarding Specific Examples.
reguested a statement that_ a taxpayerd;lgnge a method of accoupting, the regy; Paragraph (h), Examples 6 and 7.
prior treatment of a transaction would béations direct taxpayers to file Form 3115
respected as long as it is reasonably suith their returns and send a copy to the Commentators requested that, given
portable. Another commentator recomnational office. the ease of reproduction, the distinction
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between paragraph (Hixamples @nd7 ever, this may not always be the case, amssociate Chief Counsel (International),
should be removed. This comment hasaintenance agreements must be antRS. However, other personnel from the
not been adopted. Although computelyzed in the same way as other transa¢tRS and Treasury Department partici-
programs can be easily reproduced, a fattons under the regulations. pated in their development.
which the regulations recognize, there is
still an important commercial and Iegalg' Example 15.

distinction between persons who are A commentator suggested that the exadoption of Amendments to the
granted the right to make copies of & prosmple’s use of a derivative computer proRegulations
gram for distribution and persons who dQJram adds complexity, and recommends
not have that right. the example be redrafted to purely illus- Accordingly, 26 CFR parts 1 and 602
trate services. This comment has beei® amended as follows:
- adopteq and the example has been revingRT 1—INCOME TAXES

In response to comments, the final regaccordingly.
ulations make clear that the party exerci%{ Paragraph 1. The authority citation for
ing reproduction rights can exercise that’ part 1 continues to read in part as follows:
rlght indirectly by Contracting out the re- Commentators Suggested additional ex- Authority: 26 U.S.C. 7805 * * *
prOdUCtion function. amp|esl The final regu|ations add addi- Par. 2. Section 1.861-18 is added to

tional examples where clarification wagead as follows:
believed necessary.

* % % *x %

b. Example 6.

Additional Examples.

c. Example 8.
81.861-18 Classification of transactions

In response to a commeliExample 8 . : :
has beerF]) clarified to indicate that t?we righ%peCIaI Analyses involving computer programs.

to make back-up copies of the program, |t has been determined that this Trea- (&) General—(1) Scope.This section
or the fact that a back-up copy of the prosury decision is not a significant regulaprovides rules for classifying transactions
gram is transferred on a disk, is irrelevartory action as defined in EO 12866 /relating to computer programs for pur-

to classification. Therefore, a regulatory assessment is npeses of subchapter N of chapter 1 of the
required. Internal Revenue Code, sections 367,
d. Example 9. It is hereby certified that the collection404A, 482, 551, 679, 1059A, chapter 3,

In response to a comment, paragrapq;’lf information contain.ed-i.n these regul.achapt.er 5, gections 842. and 845 (to the ex-
(h), Example Gs clarified to indicate that _tlons will not have a S|_gn|f|cant economictent involving a foreign person), and
the mechanics of copying a computer prdmpa}ct on a subs_tantlgl ngmber of smattan;fers to foreign trusts not covered by
entities. This certification is based on thsection 679.
fact that the rules of this section impact (2) Categories of transactionsThis
e. Example 10. taxpayers who engage in internationadection generally requires that such trans-

transactions in computer programs, andctions be treated as being solely within

Some commentators suggested that {ierefore the rules will impact very fewone of four categories (described in para-
the case of so-called enterprise licensegmg| entities. Moreover, in those few ingraph (b)(L) of this section) and provides
the fact the transferee can use the progragiances where the rules of this section ineertain rules for categorizing such trans-
at multiple locations shogld not affect thepact small entities, the economic impacictions. In the case of a transfer of a
character of the transaction as the sale gf the collection of information on suchcopyright right, this section provides rules
copyrighted articles. This comment hagmall entities is not likely to be significantfor determining whether the transaction
been adopted, and paragraph B¥ample pecause it merely requires a copy of thehould be classified as either a sale or ex-
10(ii)(C) of the final regulations has beenForm 3115 to be filed with the Nationalchange, or a license generating royalty in-
amended accordingly. Office. Accordingly, a regulatory flexi- come. In the case of a transfer of a copy-
bility analysis is not required under theighted article, this section provides rules
Regulatory Flexibility Act (5 U.S.C. for determining whether the transaction

Some commentators suggested addirfgapter 6). should be classified as either a sale or ex-
examples to illustrate so-called software Pursuantto section 7805(f) of the Interchange, or a lease generating rental in-
maintenance or subscription agreement8al Revenue Code, the notice of proposeghme,

Paragraph (hExamples 12nd13of the fulemaking preceding these regulations (3 Computer program.For purposes
proposed regulations, however, were invas submitted to the Chief Counsel fopf this section, a computer program is a
tended to illustrate such agreements, anfidvocacy of the Small Business Admin-set of statements or instructions to be used
in response to comments, these examplidration for comment on its impact ongjrectly or indirectly in a computer in

gram are irrelevant.

f. Examples 12 and 13.

have been modified in the final regulaSmall business. order to bring about a certain result. For
tions. Generally, the provision o_f an “pDrafting Information purposes of thls_ paragraph (a)(3),_ a com-
dated program pursuant to a maintenance puter program includes any media, user

agreement is intended to be treated as theThe principal author of these regulamanuals, documentation, data base or
transfer of a copyrighted article. How-tions is Anne Shelburne, of the Office ofsimilar item if the media, user manuals,
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documentation, data base or similar iterof know-how as described in paragraph (e) Provision of know-howThe provi-
is incidental to the operation of the com{e) of this section), then, under paragrapsion of information with respect to a com-

puter program. (b)(2) of this section, the transfer is classiputer program will be treated as the provi-
(b) Categories of transactions(1l) fied solely as a transfer of a copyrighsion of know-how for purposes of this
General. Except as provided in para-right. section only if the information is—

graph (b)(2) of this section, a transaction (ii) Transfers treated solely as trans- (1) Information relating to computer
involving the transfer of a computer profers of copyrighted articleslIf a person programming techniques;

gram, or the provision of services or oficquires a copy of a computer program (2) Furnished under conditions pre-
know-how with respect to a computetut does not acquire any of the rights desenting unauthorized disclosure, specifi-
program (collectively, a transfer of a comscribed in paragraphs (c)(2)(i) througkecally contracted for between the parties;
puter program) is treated as being solelfiv) of this section (or only acquires a deand

one of the following— minimis grant of such rights), and the (3) Considered property subject to
() Atransfer of a copyright right in the transaction does not involve, or involvedrade secret protection.
computer program; only ade minimis,provision of services (f) Further classification of transfers

(i) A transfer of a copy of the com-as described in paragraph (d) of this setavolving copyright rights and copy-
puter program (a copyrighted article);  tion or of know-how as described in pararighted articles—(1) Transfers of copy-

(iii) The provision of services for the graph (e) of this section, the transfer ofight rights. The determination of
development or modification of the com-the copy of the computer program is clasvhether a transfer of a copyright right is a
puter program; or sified solely as a transfer of a copyrightedale or exchange of property is made on

(iv) The provision of know-how relat- article. the basis of whether, taking into account
ing to computer programming techniques. (2) Copyright rights. The copyright all facts and circumstances, there has

(2) Transactions consisting of morerights referred to in paragraph (c)(1) obeen a transfer of all substantial rights in
than one category.Any transaction in- this section are as follows— the copyright. A transaction that does not
volving computer programs which con- (i) The right to make copies of the com-<constitute a sale or exchange because not
sists of more than one of the transactioruter program for purposes of distributiorall substantial rights have been transferred
described in paragraph (b)(1) of this sedo the public by sale or other transfer oWill be classified as a license generating
tion shall be treated as separate transamanership, or by rental, lease or lending;royalty income. For this purpose, the
tions, with the appropriate provisions of (ii) The right to prepare derivative principles of sections 1222 and 1235 may
this section being applied to each sucbomputer programs based upon the coppe applied. Income derived from the sale
transaction. However, any transactiomighted computer program; or exchange of a copyright right will be
that isde minimistaking into account the  (iii) The right to make a public perfor- sourced under section 865(a), (c), (d), (e),
overall transaction and the surroundingnance of the computer program; or or (h), as appropriate. Income derived
facts and circumstances, shall not be (iv) The right to publicly display the from the licensing of a copyright right
treated as a separate transaction, but esmputer program. will be sourced under section 861(a)(4) or
part of another transaction. (3) Copyrighted article A copyrighted 862(a)(4), as appropriate.

(c) Transfers involving copyright article includes a copy of a computer pro- (2) Transfers of copyrighted articles.
rights and copyrighted articles(1) gram from which the work can be per-The determination of whether a transfer
Classification—(i) Transfers treated as ceived, reproduced, or otherwise commuwf a copyrighted article is a sale or ex-
transfers of copyright rights A transfer nicated, either directly or with the aid of achange is made on the basis of whether,
of a computer program is classified as machine or device. The copy of the protaking into account all facts and circum-
transfer of a copyright right if, as a resulgram may be fixed in the magneticstances, the benefits and burdens of own-
of the transaction, a person acquires anyedium of a floppy disk, or in the mainership have been transferred. A transac-
one or more of the rights described itmemory or hard drive of a computer, or irtion that does not constitute a sale or
paragraphs (c)(2)(i) through (iv) of thisany other medium. exchange because insufficient benefits
section. Whether the transaction is (d) Provision of servicesThe determi- and burdens of ownership of the copy-
treated as being solely the transfer of mation of whether a transaction involvingighted article have been transferred, such
copyright right or is treated as separata newly developed or modified computethat a person other than the transferee is
transactions is determined pursuant tprogram is treated as either the provisioproperly treated as the owner of the copy-
paragraph (b)(1) and (b)(2) of this secef services or another transaction derghted article, will be classified as a
tion. For example, if a person receives scribed in paragraph (b)(1) of this sectiofease generating rental income. Income
disk containing a copy of a computer prois based on all the facts and circumstancé®m transactions that are classified as
gram which enables it to exercise, in relaef the transaction, including, as approprisales or exchanges of copyrighted articles
tion to that program, a notle minimis ate, the intent of the parties (as evidencedlill be sourced under sections 861(a)(6),
right described in paragraphs (c)(2)(iby their agreement and conduct) as t862(a)(6), 863, 865(a), (b), (c), or (e), as
through (iv) of this section (and the transwhich party is to own the copyright rightsappropriate. Income derived from the
action does not involve, or involves onlyin the computer program and how thédeasing of a copyrighted article will be
a de minimis provision of services as derisks of loss are allocated between thsourced under section 861(a)(4) or section
scribed in paragraph (d) of this section oparties. 862(a)(4), as appropriate.
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(3) Special circumstances of computer (i) Use by individuals.The number of ring the program is irrelevant. Therefore, P has ac-
programs. In connection with determina- employees of a transferee of a computd#ired a copyrighted article.

. . . . _ (B) AsinExample 1P is properly treated as the
tions under this paragraph (f), considergarogram who are permitted to use the PrQsner of a copyrighted article. Therefore, under

tion must be given as appropriate to thgram in connection with their employ-paragraph (f)(2) of this section, there has been a sale
special characteristics of computer proment is not relevant for purposes of thisf a copyrighted article rather than the grant of a
grams in transactions that take advantageragraph (g)(3). In addition, the numbelease.

of these characteristics (such as the abiliyf individuals with a contractual agree- Example 3.() Facts. The facts are the same as

. p . . those inExample 1except that Corp A only allows
to make perfect copies at minimal costiment to provide services to the transfereg’, Country Z resident, to use Program X for one

For example, a transaction in which a pelef a computer program who are permitte@eeck. At the end of that week, P must return the
son acquires a copy of a computer prde use the program in connection with theisk with Program X on it to Corp A. P must also

gram on disk subject to a requirement thadterformance of those services is not relglestroy any copies made of Program X. If P wishes
the disk be destroyed after a specified perant for purposes of this paragraph (g)(3J° Use Program X for a further period he must enter

S ) - ANt tt th f ddi-
riod is generally the equivalent of a trans- (h) Examples. The provisions of this L?O;’; Sﬁgr:greemen o use e program foran add

action subject to a requirement that theection may be illustrated by the follow- i) analysis. (A) Under paragraph (c)(2) of this
disk be returned after such period. Siming examples: section, P has received no copyright rights. Because
larly, a transaction in which the program _ () Facts. Corp A, a U.S P has received a copy of the program under para-
; ; e ; xample 1 (1) Facts. Lorp A, a U.s. corpora- graph (c)(1)(ii) of this section, he has, therefore, re-
fjeacuvates itself afte_r a specified pe.rloqon’ owns the copyright in a computer programeeived a copyrighted article.
is generally the equivalent of returningrogram X. It copies Program X onto disks. The (B) Taking into account all of the facts and cir-
the copy. disks are placed in boxes covered with a wrapper Qfumstances, P is not properly treated as the owner of
(9) Rules of operation-(1) Term ap- Wwhich is printed what is generally referred to as @& copyrighted article. Therefore, under paragraph
plied to transaction by partiesNeither Szz'l:‘;'wrgrﬁ;sf?;:-lil‘:sgcsgsz\'lsezztz‘i ;?nt;i rI?r?g')(Z) 'OL th(ijs sgcltion, rt]heri has belen a Iekase of a
; etual. Un _ opyrighted article rather than a sale. Taking into
the. form adthteC: by tfhe partle? tf? a trangecompﬂaﬂom or disassembly of the computer proaccount the special characteristics of computer pro-
act!on, nor the ¢ assl Ication of the tranSgram is permitted. The transferee receives, first, thirams as provided in paragraph (f)(3) of this section,
action under copyright law, shall be deterright to use the program on two of its own computthe result would be the same if P were required to
minative. Therefore, for example, if thereers (for example, a laptop and a desktop) providegestroy the disk at the end of the one week period in-
is a transfer of a computer program on that 03')/ f?ne' Cr?Py is ink use at any Ofnehﬂme, angtead of returning it since Corp A can make addi-
. - T ..,.second, the right to make one copy of the prografional copies of the program at minimal cost.
smg[e .d'Sk for a one-time payment Wlthon each machine as an essential step in the utiliza- Example 4.(i) Facts. The facts are the same as
restr!cuons Pn transfer .and reverse.eng!ibn of the program. The transferee is permitted bjhose inExample 2where P, the Country Z resident,
neering, which the parties characterize ase shrink-wrap license to sell the copy so long as feceives Program X from Corp A's home page on the
a license (including, but not limited to,destroys any other copies it has made and imposkgernet, except that P may only use Program X for a
agreements commonly Teferred to a0 e o e Svaiak i actveten and he Heooram oo o0 oo b
o , S : is activated and the program can no longer be
shrink-wrap licenses), application 9f thé;ble for sale to the general public in Country Z. Iraccessed. Thereafter, if P wishes to use Program X,
r_Ules of paragraphs (c) and (f) of this SeGztum for valuable consideration, P, a Country Z rest must return to the home page and pay Corp A to
tion may nevertheless result in the transdent, receives one such disk. send an electronic key to reactivate the program for
action being classified as the sale of a (i) Analysis.(A) Under paragraph (g)(1) of this another week.
Copyrighted article. section, the ‘Iabel_llcense is not d(_etermlnatlve. None (ii) Analysis. (A) As i'n Example 3under para-
(2) Means of transfer not to be take of the copyright rights described in paragraph (c)(2yraph (c)(2) of this section, P has not received any
. . : "bt this section have been transferred in this transacepyright rights. P has received a copy of the pro-
Into accpunt_.The rU|e_S of this SeCtIOI’I. shallion. p has received a copy of the program, howevegram, and under paragraph (g)(2) of this section, the
be applied irrespective of the physical o&nd, therefore, under paragraph (c)(1)(ii) of this seaneans of transmission is irrelevant. P has, therefore,

electronic or other medium used to effectuion, P has acquired solely a copyrighted article.  under paragraph (c)(1)(ii) of this section, received a

ate a transfer of a computer program. (B) Taking into account all of the facts and cir-copyrighted article.
(3) To the publie—(i) In general. For cumstances, P is properly treated as the owner of a (B) As inExample 3P is not properly treated as

. . copyrighted article. Therefore, under paragrapthe owner of a copyrighted article. Therefore, under
purposes of paragraph (c)(2)(i) of this seqy)(2) of this section, there has been a sale of a copparagraph (f)(2) of this section, there has been a
tion, a transferee of a computer programighted article rather than the grant of a lease. lease of a copyrighted article rather than a sale.
shall not be considered to have the right to Example 2.(i) Facts. The facts are the same asWhile P does retain Program X on its computer at
distribute copies of the program to théhose in Example 1, except that instead of sellinthe end of the one week period, as a legal matter P

P . . . __disks, Corp A, the U.S. corporation, decides to makeo longer has the right to use the program (without
pUb“C ifitis permltted tq distribute COpIeSProgram X available, for a fee, on a World Widefurther payment) and, indeed, cannot use the pro-
of the software to only either a related pefyen home page on the Internet. P, the Country gram without the electronic key. Functionally, Pro-
son, or to identified persons who may beesident, in return for payment made to Corp Agram X is no longer on the hard drive of P’s com-
identified by either name or by legal reladownloads Program X (via modem) onto the harguter. Instead,. the hard drive contains only a series
tionship to the original transferee. Fofirive of his computer. As part of the electronic comef numbers which no longer perform the function of

. mpnication, P signifies his assent to a license agreBrogram X. Although ifExample 3P was required

purpose_s of this subparagraph, a rel&_‘tqtd;nt with terms identical to thosefixample 1ex-  to physically return the disk, taking into account the
person is a person who bears a rela“OBEpt that in this case P may make a back-up copy special characteristics of computer programs as pro-
ship to the transferee specified in sectiothe program on to a disk. vided in paragraph (f)(3) of this section, the result in
267(b)(3), (10), (11), or (12), or section (i) Analysis. (A) None of the copyright rights thisEExamrl)Ie54?)thi sameCas EzampllJeS:%.

; ; described in paragraph (c)(2) of this section have Example 5.(i) Facts. Corp A, a U.S. corpora-
707(b)(1)(B). In applying SeCtlonu 267(b)’passed to P. Although P did not buy a physical copijon, transfers a disk containing Program X to Corp
267(f)’ 707(b)(1)(B)_’ or 1563(8‘)' 10 per'of the disk with the program on it, paragraph (g)(2B, a Country Z corporation, and grants Corp B an
cent” shall be substituted for “50 percent.’s this section provides that the means of transfeexclusive license for the remaining term of the copy-
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right to copy and distribute an unlimited number ofU.S. corporation, to purchase as many copies of Pr{f)(2) of this section, the transaction is classified as
copies of Program X in the geographic area ofjram X on disk as it may from time-to-time requestthe sale of a copyrighted article. (The result would
Country Z, prepare derivative works based upoCorp C will then sell these disks to retailers. Thée the same if Corp D used a single physical disk to
Program X, make public performances of Programdisks are shipped in boxes covered by shrink-wrapopy Program X onto each computer, and trans-
X, and publicly display Program X. Corp B will pay licenses (identical to the license describe@xam- ferred an unopened box containing Program X with
Corp A a royalty of $y a year for three years, whiclple 1). each computer, if Corp D were not permitted to copy
is the expected period during which Program X will (i) Analysis (A) Corp C has not acquired anyProgram X onto more computers than the number of
have commercially exploitable value. copyright rights under paragraph (c)(2) of this secindividual copies purchased.)

(i) Analysis. (A) Although Corp A has trans- tion with respect to Program X. It has acquired indi- Example 10.(i) Facts. Corp A, a U.S. corpora-
ferred a disk with a copy of Program X on it to Corpvidual copies of Program X, which it may sell totion, transfers a disk containing Program X to Corp E,
B, under paragraph (c)(1)(i) of this section becausethers. The use of the term license is not dispositivee Country Z corporation, and grants Corp E the right
this transfer is accompanied by a copyright rightinder paragraph (g)(1) of this section. Under parde load Program X onto 50 individual workstations
identified in paragraph (c)(2)(i) of this section, thisgraph (c)(1)(ii) of this section, Corp C has acquiredor use only by Corp E employees at one location in
transaction is a transfer solely of copyright rightscopyrighted articles. return for a one-time per-user fee (generally referred
not of copyrighted articles. For purposes of para- (B) Taking into account all of the facts and cir-to as a site license or enterprise license). If additional
graph (b)(2) of this section, the disk containing a&umstances, Corp C is properly treated as the owneprkstations are subsequently introduced, Program X
copy of Program X is a de minimis component obf copyrighted articles. Therefore, under paragrapmay be loaded onto those machines for additional
the transaction. (f)(2) of this section, there has been a sale of coppne-time per-user fees. The license which grants the

(B) Applying the all substantial rights test underighted articles. rights to operate Program X on 50 workstations also
paragraph (f)(1) of this section, Corp A will be  Example 8 (i) Facts. Corp A, a U.S. corpora- prohibits Corp E from selling the disk (or any of the
treated as having sold copyright rights to Corp Btion, transfers a disk containing Program X to Cord0 copies) or reverse engineering the program. The
Corp B has acquired all of the copyright rights irD, a foreign corporation engaged in the manufacturerm of the license is stated to be perpetual.

Program X, has received the right to use them excland sale of personal computers in Country Z. Corp (ii) Analysis. (A) The grant of a right to copy,
sively within Country Z, and has received the right#\ grants Corp D the non-exclusive right to copyunaccompanied by the right to distribute those
for the remaining life of the copyright in Program X.Program X onto the hard drive of an unlimited numeopies to the public, is not the transfer of a copyright
The fact the payments cease before the copyrigber of computers, which Corp D manufactures, andght under paragraph (c)(2) of this section. There-
term expires is not controlling. Under paragrapho distribute those copies (on the hard drive) to thfore, under paragraph (c)(1)(ii) of this section, this
(9)(1) of this section, the fact that the agreement jsublic. The term of the agreement is two yeardransaction is a transfer of copyrighted articles (50
labelled a license is not controlling (nor is the factvhich is less than the remaining life of the copyrightopies of Program X).

that Corp Areceives a sum labelled a royalty). (Th&n Program X. Corp D pays Corp A an amount (B) Taking into account all of the facts and cir-
result in this case would be the same if the copy dfased on the number of copies of Program X it loadsumstances, P is properly treated as the owner of
Program X to be used for the purposes of reproduen to computers. copyrighted articles. Therefore, under paragraph
tion were transmitted electronically to Corp B, as a (ii) Analysis. The analysis is the same asHr-  (f)(2) of this section, there has been a sale of copy-
result of the application of the rule of paragraptample 6. Under paragraph (c)(2)(i) of this section,righted articles rather than the grant of a lease.
(9)(2) of this section.) Corp D has acquired a copyright right enabling it tdNotwithstanding the restriction on sale, other factors

Example 6 (i) Facts. Corp A, a U.S. corpora- exploit Program X by copying it on to the hard dri-such as, for example, the risk of loss and the right to
tion, transfers a disk containing Program X to Corwes of the computers that it manufactures and tharse the copies in perpetuity outweigh, in this case,
B, a Country Z corporation, and grants Corp B thgells. For purposes of paragraph (b)(2) of this sethe restrictions placed on the right of alienation.
non exclusive right to reproduce (either directly otion, the disk containing Program X is a de minimis (C) The result would be the same if Corp E were
by contracting with either Corp A or another persortomponent of the transaction. Taking into accoungermitted to copy Program X onto an unlimited
to do so) and distribute for sale to the public an urall of the facts and circumstances, Corp D has natumber of workstations used by employees of either
limited number of disks at its factory in Country Z inhowever, acquired all substantial rights in the copy€orp E or corporations that had a relationship to
return for a payment related to the number of diskdght to Program X (for example, the term of theCorp E specified in paragraph (g)(3) of this section.
copied and sold. The term of the agreement is twagreement is less than the remaining life of the Example 11 (i) Facts. The facts are the same as
years, which is less than the remaining life of theopyright). Under paragraph (f)(1) of this sectionjn Example 10except that Corp E, the Country Z
copyright. this transaction is, therefore, a license of Program ¥orporation, acquires the right to make Program X

(i) Analysis.(A) As inExample 5Sthe transfer of to Corp D rather than a sale and the payments madeailable to workstation users who are Corp E em-
the disk containing the copy of the program does ndty Corp D are royalties. (The result would be theployees by way of a local area network (LAN). The
constitute the transfer of a copyrighted article undesame if Corp D included with the computers it sellsiumber of users that can use Program X on the LAN
paragraph (c)(1) of this section because Corp B has archival copy of Program X on a floppy disk.) at any one time is limited to 50. Corp E pays a one-
also acquired a copyright right under paragraph Example 9.(i) Facts. The facts are the same astime fee for the right to have up to 50 employees use
(c)(2)(i) of this section, the right to reproduce and disin Example 8 except that Corp D, the Country Zthe program at the same time.
tribute to the public. For purposes of paragraph (b)(2)orporation, receives physical disks. The disks are (ii) Analysis.Under paragraph (g)(2) of this sec-
of this section, the disk containing Program X tea shipped in boxes covered by shrink-wrap licenseson the mode of utilization is irrelevant. Therefore,
minimiscomponent of the transaction. (identical to the licenses describedBrample ). as inExample 10under paragraph (c)(2) of this sec-

(B) Taking into account all of the facts and cir-The terms of these licenses do not permit Corp D tiion, no copyright right has been transferred, and,
cumstances, there has been a license of Programméke additional copies of Program X. Corp D usethus, under paragraph (c)(1)(ii) of this section, this
to Corp B, and the payments made by Corp B areach individual disk only once to load a single copyransaction will be classified as the transfer of a
royalties. Under paragraph (f)(1) of this sectionpf Program X onto each separate computer. Corp &pyrighted article. Under the benefits and burdens
there has not been a transfer of all substantial rightisansfers the disk with the computer when it is soldtest of paragraph (f)(2) of this section, this transac-
in the copyright to Program X because Corp A has (ii) Analysis. (A) As in Example 7(unlike Ex- tion is a sale of copyrighted articles. The result
the right to enter into other licenses with respect tample 8) no copyright right identified in paragraphwould be the same if an unlimited number of Corp E
the copyright of Program X, including licenses in(c)(2) of this section has been transferred. Corp Bmployees were permitted to use Program X on the
Country Z (or even to sell that copyright, subject tacquires the disks without the right to reproduce andAN or if Corp E were permitted to copy Program
Corp B’s interest). Corp B has acquired no right itdistribute publicly further copies of Program X.X onto LANs maintained by corporations that had a
self to license the copyright rights in Program X. Fi-This is therefore the transfer of copyrighted articleselationship to Corp E specified in paragraph (g)(3)
nally, the term of the license is for less than the rainder paragraph (c)(1)(ii) of this section. of this section.
maining life of the copyright in Program X. (B) Taking into account all of the facts and cir- Example 12(i) Facts. The facts are the same as

Example 7. (i) Facts Corp C, a distributor in cumstances, Corp D is properly treated as the ownier Example 11except that Corp E pays a monthly
Country Z, enters into an agreement with Corp A, af copyrighted articles. Therefore, under paragrapfee to Corp A, the U.S. corporation, calculated with
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reference to the permitted maximum number ofc)(2) of this section. In addition, since no copyrighuse of Program Y will not operate unless the li-
users (which can be changed) and the computingghts are being transferred to Corp G, this transabraries are also present, the license agreement be-
power of Corp E’s server. In return for this monthlytion does not involve the provision of services byween Corp A and Corp E grants Corp E the right to
fee, Corp E receives the right to receive upgrades @forp A under paragraph (d) of this section. Thiglistribute copies of the libraries with any program
Program X when they become available. The agre&ansaction will be classified, therefore, as a transfeteveloped using Program Y. The license agreement
ment may be terminated by either party at the end of copyrighted articles under paragraph (c)(1)(ii) ofs otherwise identical to the license agreemeibin
any month. When the disk containing the upgrade ihis section. ample 1
received, Corp E must return the disk containing the (B) Taking into account all facts and circum- (i) Analysis.(A) No nonde minimiscopyright
earlier version of Program X to Corp A. If the con-stances, Corp G is properly treated as the owner gfhts described in paragraph (c)(2) of this section
tract is terminated, Corp E must delete (or otherwiseopyrighted articles. Therefore, under paragraphave passed to Corp E. For purposes of paragraph
destroy) all copies made of the current version dff)(2) of this section, there has been the sale of @)(2) of this section, the right to distribute the li-
Program X. The agreement also requires Corp A toopyrighted article rather than the grant of a lease. braries in conjunction with the programs created
provide technical support to Corp E but the agree- Example 15.(i) Facts. Corp H, a Country Z cor- using Program Y is de minimiscomponent of the
ment does not allocate the monthly fee between thporation, enters into a license agreement for a netnansaction. Because Corp E has received a copy of
right to receive upgrades of Program X and the tecltomputer program. Program Q is to be written byhe program under paragraph (c)(1)(ii) of this sec-
nical support services. The amount of technical sugsorp A, a U.S. corporation. Corp A and Corp Htion, it has received a copyrighted article.
port that Corp A will provide to Corp E is not fore- agree that Corp A is writing Program Q for Corp H (B) Taking into account all the facts and circum-
seeable at the time the contract is entered into butasd that, when Program Q is completed, the copgtances, Corp E is properly treated as the owner of a
expected to be de minimis. The agreement specifiight in Program Q will belong to Corp H. Corp Hcopyrighted article. Therefore, under paragraph
cally provides that Corp E has not thereby beegives instructions to Corp A programmers regardingf)(2) of this section, there has been the sale of a
granted an option to purchase Program X program specifications. Corp H agrees to pay Corpopyrighted article rather than the grant of a lease.
(i) Analysis. (A) Corp E has received no copy- A a fixed monthly sum during development of the Example 18(i) Facts. (A) Corp A, a U.S. cor-
right rights under paragraph (c)(2) of this sectionprogram. If Corp H is dissatisfied with the developporation, transfers a disk containing Program X to
Corp A has not provided any services described iment of the program, it may cancel the contract at th@orp E, a country Z Corporation. The disk contains
paragraph (d) of this section. Based on all the facend of any month. In the event of termination, Corppoth the object code and the source code to Program
and circumstances of the transaction, Corp A ha& will retain all payments, while any procedures, X and the license agreement grants Corp E the right
provided de minimis technical services to Corp Etechniques or copyrightable interests will be theo—

Therefore, under paragraph (c)(1)(ii) of this sectionproperty of Corp H. All of the payments are labelled (1) Modify the source code in order to correct
the transaction is a transfer of a copyrighted articleroyalties. There is no provision in the agreement faminor errors and make minor adaptations to Pro-
(B) Taking into account all facts and circum-any continuing relationship between Corp A andyram X so it will function on Corp E’s computer;

stances, under the benefits and burdens test Corp Ederp H, such as the furnishing of updates of the pr@and
not properly treated as the owner of the copyrightegram, after completion of the modification work. (2) Recompile the modified source code.
article. Corp E does not receive the right to use Pro- (ii) Analysis. Taking into account all of the facts  (B) The license does not grant Corp E the right
gram X in perpetuity, but only for so long as it con-and circumstances, Corp A is treated as providing distribute the modified Program X to the public.
tinues to make payments. Corp E does not have tkervices to Corp H. Under paragraph (d) of this sed-he license is otherwise identical to the license
right to purchase Program X on advantageous (or, ition, Corp A is treated as providing services to Coragreement ifexample 1.
deed, any) terms once a certain amount of money hesbecause Corp H bears all of the risks of loss asso- (i) Analysis.(A) No nonde minimiscopyright
been paid to Corp A or a certain period of time hasiated with the development of Program Q and is theghts described in paragraph (c)(2) of this section
elapsed (which might indicate a sale). Once thewner of all copyright rights in Program Q. Underhave passed to Corp E. For purposes of paragraph
agreement is terminated, Corp E will no longer posparagraph (g)(1) of this section, the fact that théb)(2) of this section, the right to modify the source
sess any copies of Program X, current or supersedegjreement is labelled a license is not controllingode and recompile the source code in order to cre-
Therefore under paragraph (f)(2) of this section thergor is the fact that Corp A receives a sum labelled ate new code to correct minor errors and make
has been a lease of a copyrighted article. royalty). minor adaptations is ée minimiscomponent of the
Example 13.(i) Facts. The facts are the same as Example 16.(i) Facts. Corp A, a U.S. corpora- transaction. Because Corp E has received a copy of
in Example 12except that, while Corp E must re-tion, and Corp |, a Country Z corporation, agree thahe program under paragraph (c)(1)(ii) of this sec-
turn copies of Program X as new upgrades are ra-development engineer employed by Corp A wiltion, it has received a copyrighted article.
ceived, if the agreement terminates, Corp E matyavel to Country Z to provide know-how relating to  (B) Taking into account all the facts and circum-
keep the latest version of Program X (although Corpertain techniques not generally known to computestances, Corp E is properly treated as the owner of a
E is still prohibited from selling or otherwise trans-programmers, which will enable Corp | to more effi-copyrighted article. Therefore, under paragraph
ferring any copy of Program X). ciently create computer programs. These techniquéB(2) of this section, there has been the sale of a
(i) Analysis. For the reasons statedBixample represent the product of experience gained by Cogopyrighted article rather than the grant of a lease.
10, paragraph (ii)(B), the transfer of the programA from working on many computer programming
will be treated as a sale of a copyrighted articl@rojects, and are furnished to Corp | under nondis- (i) Effective date-(1) General. This
rather than as a lease. closure conditions. Such information is propertysection applies to transactions occurring
Example 14. (i) Facts. Corp G, a‘Country 4 sub!_ect to trad_e sec_ret protect{on. _ pursuant to contracts entered into on or
corporation, enters into a contract with Corp A, a (ii) Analysis. This transaction contains the ele-
U.S. corporation, for Corp A to modify Program X ments of know-how specified in paragraph (e) of:"‘ﬂer December 1, 17998' .
so that it can be used at Corp G's facility in Countryhis section. Therefore, this transaction will be (2) Elective transition rules-(i) Con-
Z. Under the contract, Corp G is to acquire onéreated as the provision of know-how. tracts entered into in taxable years ending
copy of the program on a disk and the right to use Example 17(i) Facts. Corp A, a U.S. corpora- on or after October 2, 1998A taxpayer
the_ program on 5,000_Workstat|ons. The contract reion, transfers a disk co‘ntalr_nng Program Y to _Corl?nay elect to app|y this section to transac-
quires Corp A to rewrite elements of Program X sdt, a Country Z corporation, in exchange for a smgrli, . tt tract )
that it will conform to Country Z accounting stan-fixed payment. Program Y is a computer progra lons ‘?Ccuf“”g pursuant to Con,rac S en
dards and states that Corp A retains all copyrighdevelopment program, which is used to create oth€red into in taxable years ending on or
rights in the modified Program X. The agreementomputer programs, consisting of several compafter October 2, 1998. A taxpayer that
between Corp Aand Corp G is otherwise identical asents, including libraries of reusable software commakes an election under this paragraph
to rlghtg and payment terms as the agreement dgenents that serve as general building blocks_; in ne (2)(|) must appIy this section to all con-
scribed inExample 10. software applications. No element of these librarie . . .
(ii) Analysis. (A) As in Example 10, no copy- is a significant component of any overall new pro- racts entered into in taxable years ending
right rights are being transferred under paragrapiram. Because a computer program created with t Or after October 2, 1998.

October 19, 1998 16 1998-42 |.R.B.



(ii) Contracts entered into before Octo-a calendar-year basis. Inyear 1, Corp Aenters intormethod of accounting for contracts in-
ber 2, 1998. A taxpayer may elect to contract to deliver a computer program and fo proyg|ying computer programs, to conform
apply this section to transactions occur;fr'g;’o?ﬁeu‘;g?;z;Tsrf%':g"g‘"r';?nyzm Egdﬁggh;ecoa'}}gith_the classification prescribed in this
ring in taxable years ending on or aftepyiced separately, and Corp A is entitled to receivé€Ction. The consent is granted for con-
October 2, 1998, pursuant to contracts epayment for the computer program and the updaiéacts entered into on or after December 1,
tered into before October 2, 1998, proupon delivery of the computer program. Assumd 998, or in the case of a taxpayer making
vided the taxpayer would not be require@©°'P A properly accounts for the contract as a corpp glection under paragraph (i)(2)(i) of
under tis secion o change s method <L 151015 8 e G0 A8 sciio, the consen i granted for
accounting as a result of such election, Qomputer program in gross income in year 1, th€ONtracts entered into in taxable years
the taxpayer would be required to change@xable year the payment is received and the pr&nding on or after October 2, 1998. In ad-
its method of accounting but the resultingram delivered. Corp A properly includes the pordition, a taxpayer that makes an election
section 481(a) adjustment would be Zer(_Si_on of the payment relating to the update in grosgnder paragraph (i)(2)(ii) of this section is

. income in year 2, the taxable year the update is pro- ;
A taxpayer that makes an election undq;ided, under Rev. Proc. 71-21, 1971-2 CB 549 (s&ranted consent to change its method of

this paragraph (i)(2)(ii) must apply thisgeo1.601 (d)(2) of this chapter). Corp A properlﬁccounting for any contract Wit.h transac-
section to all transactions occurring indeducts the cost of developing the computer prdions subject to the election, if the tax-
taxable years ending on or after Octobeiram and update when the costs are incurred. Yeapayer is required to change its method of

2, 1998, pursuant to contracts entered intffludes October 2, 1998. Assume under the rulggccounting as a result of the election.

of this section, provision of the update would prop- 2) Year of chanaeThe vear of change
before October 2, 1998. erly be accounted for as the transfer of a copyrighted ( ) ge. y 9

(3) Manner of making electionTax- article. If Corp A made an election under paragrapl® the taxab!e year that includes December
payers may elect, under paragrapt)i of this section, Corp Awould be required to 1, 1998, or in the case of a taxpayer mak-
(i)(2)(i) or (i)(2)(ii) of this section, to change its method of accounting for deferring ining an election under paragraph (i)(2)(i)
apply this section, by treating the transa@®™e under its contract as a result of the electiopr (j)(2)(ii) of this section, the taxable
tions in accordance with these regulationsen rer the section 481(a) adjustment would bgeqy that includes October 2, 1998.

. O ro because the portion of the payment relating to K) Ti d f i h
on their original tax return. the update would be includible in gross income in (k) Time and manner of making change

(4) Examples. The following exam- year 2, the taxable year the update is provided, undé} method of accqunti_nﬁ(l) General.
ples illustrate application of the transitiorpoth Rev. Proc. 71-21 and §1.451-5. Corp Awould taxpayer changing its method of ac-
rule of paragraph (i)(2)(ii) of this section: not be required to chgnge its method of accountingounting in accordance with this section

for the cost of developing the computer program anpnust file a Form 3115, Application for

Example 1. Corp A develops computer pro- the update under the contract as a result of the eleé-hange in Method of Accounting, in du-

i i ion. Therefore, under paragraph (i)(2)(ii) of this™ .
grams for sale to third parties. Corp A uses an ovef« pllcate. The taxpayer must type or print

all accrual method of accounting and files its tax res€ction, Corp Amay elect to apply the provisions o .
turn on a calendar-year basis. In year 1, Corp Kis section to the update in year 2, because the sébe following statement at the top of page

enters into a contract to deliver a computer prografiPn 481(2) adjustment resulting from the change il of the Form 3115: “FILED UNDER

in that year, and to provide updates for each of tH@€thod of accounting for deferring advance payTREASURY REGULATION §1.861—
following four years. Under the contract, the comMents under the contract is zero, and because C%[%_" The original Form 3115 must be at-

; is not required to change from its accrual metho o
puter program and the updates are priced separatéely, tached to the taxpayers orlgmal return for

and Corp A is entitled to receive payments for th@' accounting for the cost of developing the com
computer program and each of the updates upon Juter program and updates under the contract adhe year of change. A copy of the Form

livery. Assume Corp A properly accounts for the'®Sult of the election. 3115 must be filed with the National Of-

contract as a contract for the provision of services, Example 3Assume the same facts aEixample  fice no later than when the original Form
Corp A properly includes the payments under thd except that Corp A'is entitled to receive payment;dLlS is filed for the year of change.

contract in gross income in the taxable year the pafe" the computer program and each of the updates
ments are r?aceived and the computer p?logram ol? u%)ays after delivery. Corp A properly includes the (2) COpy of Form 3115.The copy re-

dates are delivered. Corp A properly deducts th@mounts due under the contract in gross income muired by this paragraph (k)(l) to be sent
cost of developing the computer program and ughe taxable year the computer program or updatée the national office should be sent to the

dates when the costs are incurred. Year 3 includ@&e Provided. Assume that Corp A properly uses theommissioner of Internal Revenue, At-

October 2, 1998. Assume under the rules of this sefonaccrual-experience method described in secti ntion: ‘DOM:IT&A. P Box 7604
448(d)(5) and §1.448-2T to account for income oo[% tion: CC:DOM:IT&A, P.O. Box 7604,

tion, the provision of updates would properly be ac- i i i i i
P P propery its contracts. If Corp A made an election under parbenjamln Franklin Station, WaShmgton’

counted for as the transfer of copyrighted articles. ff - .
Corp A made an election underp)[/)a?agraph ()(2)Gigraph (D(2)(i) of this section, Corp A would be re-DC 20044 (or in the case of a designated
of this section, Corp A would not be required toduired to change from the nonaccrual-experiencprivate delivery service: Commissioner

change its method of accounting for income unddpethod for income as a result of the election, bepf |nternal Revenue, Attention: CC:

the contract as a result of the election. Corp Awoul§2use the method is only available with respect tyq\j-|TgA, 1111 Constitution Avenue,

also not be required to change its method of a(‘:a_'mounts to be received for the performance of se IW. Washington. DC 20224).
counting for the cost of developing the computeliceS- Therefore, Corp Amay not elect to apply th‘l\l g )

program and the updates under the contract as a REOVisions of this section to the updates provided in 3) Eﬁegt of consent and |n_tema| Rev-
sult of the election. Therefore, under paragrapfeas 3. 4. and 5, under paragraph (i)(2)(ii) of thi€nue Service reviewA change in method
()(2)(ii) of this section, Corp A may elect to apply S€ction. because Corp A would be required t@f accounting granted under this section is

the provisions of this section to the updates provided'@ng€ from the nonaccrual-experience method %fubject to review by the district director

in years 3, 4, and 5, because Corp A is not require’:bccountmg for income on the contract as a result %{nd the national office and may be modi-

: : e election. ) . .
to change from its accrual method of accounting foﬁh fied or revoked in accordance with the

the contract as a result of the election. . . . ..
Example 2.Corp Audevelops Con'muter programs ()) Change in method of accounting reprovisions of Rev. Proc. 97-37 (1997-33
for sale to third parties. Corp A uses an overall aduired by this section-(1) Consent. A IRB 18) (or its successors) (see

crual method of accounting and files its tax return otaxpayer is granted consent to change i§601.601(d)(2) of this chapter).
1998-42 |.R.B. 17 October 19, 1998



PART 602—OMB CONTROL
NUMBERS UNDER THE
PAPERWORK REDUCTION ACT

CFR part or section
where identified and
described

Current OMB Approved April 1, 1998.

control No. Donald C. Lubick,

Deputy Assistant Secretary of

Par. 3. The authority citation for part
602 continues to read as follows:
Authority: 26 U.S.C. 7805.
Par. 4. In 8602.101, paragraph (c) is
amended by adding an entry to the table * ok ok
in numerical order to read as follows:

.1.861-18 ...........

the Treasury.

(Filed by the Office of the Federal Register on

..... 1545-1594eptember 30, 1998, 8:45 a.m., and published in the

issue of the Federal Register for October 2, 1998, 63
F.R. 52971)

8602.101 OMB Control numbers.

(C)***

October 19, 1998 18

Michael P. Dolan,
Deputy Commissioner of
Internal Revenue.
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Part IV. Items of General Interest

Notice of Proposed Rulemaking is not allowed a deduction or credit forbusiness mileage) and the time and busi-
certain expenses unless the expenseness purpose of each use. See Rev. Proc.

Substantiation of Business substantiated. These substantiation r&7-59 (1997-52 |.R.B. 24), for rules for
Expenses—Use of Mileage Rates quirements apply to the expenses of uagsing the mileage rate method. This pro-
to Substantiate Automobile of any listed property (defined in sectiorposed §1.274-5(g), (j), and (m) supple-
Expenses 280F(d)(4)), which includes any passenment §1.274-5(c) and (f) as proposed on
ger automobile and any other propertylarch 25, 1997, in thEederal Register
REG-122488-97 used as a means of transportation. Thg2 F.R. 14051). Conforming changes to
AGENCY: Internal Revenue ServiceSECTetary may issue regulations that prag1.62-2 are also proposed.
(IRS), Treasury. vide that some or all of the substantiation

requirements will not apply to expense$pecial Analyses
ACTION. Notice of proposed rulemak-that do.not exceed a prescribed amount. It has been determined that this notice
ing. Section 1.274-5T(b)(6) sets forth thef d rul King | i anifi-
) . elements of an expenditure or use, i.e., ttf3 Proposead ru ema} 'Ng 1S no. a s!gnl !
SUMMARY: This document contains amount, time, and business purpose, th gnt regulatory action as defined in EO
proposed regulations relating to the usg, required to be substantiated wit& 866. Therefore, a regulatory assess-
of mileage rates to substantiate amom%spect to listed property. Sectiofdnent is not required. It also has been de-
bile business expenses. The regulatiorls_zm(d)_1 provides, in part, that thdermined that section 553(b) of the Ad-
affect taxpayers who deduct eXpenseg,mmissioner may prescribe rules unddpinistrative Procedure Act (5 U.S.C.
and payors who make payments and eMicp mileage allowances reimbursingapter 5) does not apply to these regula-
ployees who receive payments under "Srdinary and necessary expenses of locknS, and, because the regulations do not
imbursement or other expense allowancg,, o and transportation while travelingMPOose a collection of information on

arrangements, for the business use of &), from home will satisfy the substanSMmall entities, the Regulatory Flexibility
automobile. tiation requirements of §1.274-5T(c), and\t (5 U.S.C. chapter 6) does not apply.
DATES: Written or electronically gener-the requirements of an adequate accourftirsuant to section 7805(f) of the Internal
ated comments and requests for a publifg to the employer for purposes ofRevenue Code, this notice of proposed
hearing must be received by Decembéil.274-5T(f)(4). However, §1.274(d)-Tulemaking will be submitted to the Chief

30, 1998. 1(a)(3) provides that such mileage alCounsel for Advocacy of the Small Busi-
lowances are available on|y to the ownefess Administration for comment on its
FOR FURTHER INFORMATION CON- of a vehicle. impact on small business.

TACT: Concerning the regulations, con- Proposed §1.274-5(g) applies thes )
tact Edwin B. Cleverdon or Donna M.substantiation rules to mileage aIIowanceéom.mems and Requests for a Public
Crisalli, (202) 622-4920 (not a toll-freefor business use of an automobile withodt €29

number). the limitation in §1.274(d)-1(2)(3) that a Before adopting these proposed regula-
ADDRESSES: Send submissions tdnieage allowance is available only to thgiong as final regulations, consideration

CC:DOM:CORP:R (REG—122488-97) owner of a vehicle. Proposed 81.274w|| pe given to any comments that are

room 5228, Internal Revenue Service2U)(1) continues to authorize the Comypmjtted timely (and in the manner de-

P.O. Box 7604, Ben Franklin Station,rlmsfSloner o establish a method for CoMg e in the ADDRESSES portion of
Washington, DC 20044. In the alternaputlng meal expenses while travelmqhis preamble) to the IRS. All comments
tive, submissions may be hand delivere way "O”T‘ home (see _current §1'_274Vvill be available for public inspection and
between the hours of 8 a.m. and 5 p.m. T, wh|_le §1'274_5(J)(2). aUthorlzescopying. A public hearing will be sched-
CC:DOM:CORP:R (REG-122488-97),¢ Commissioner to establish a methoge 4 4y held upon request by any person
Courier’s Desk, Internal Revenue SerEmder which a Faxpayer may use mﬂeag@ho submits comments on the proposed
vice, 1111 Constitution Avenue, NW'rates to determine the a”_“"””t of the Ord'r'u%gs. Notice of the time and place for the
Washington, DC. nary and necessary business expenses, 0

. A bile for local t X hearing will be published in theederal
Additionally, taxpayers may submit'S!Nd an automobre for local fransportag . o -

comments electronically via INTERNET 0N gnd Franqurtatlon to,. from, and at the

by selecting the “Tax Regs” option on th estination while traveling away fromDrafting Information

IRS INTERNET site at: http:/www.irs ome in lieu of substantiating the actual o
ustreas.gov/prod/tax reés/corﬁmenté htr'nFOStS' The mileage rate method may in- The principal authors of these proposed

clude appropriate limitations and condiregulations are Edwin B. Cleverdon and
SUPPLEMENTARY INFORMATION tions in order to reflect more accuratelyponna M. Crisalli, Office of the Assistant

automobile expenses over the entire pé&hief Counsel (Income Tax and Account-
riod of usage. The taxpayer would noting). However, personnel from other of-

however, be relieved of substantiating théices of the IRS and Treasury Department
Section 274(d) provides that a taxpayesmount of each business use (i.e., thmarticipated in their development.

1998-42 |.R.B. 19 October 19, 1998
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*ok ok kK meals, and 8§1.274-5(j)(2), which grant$raveling away from home (exclusive of
. the Commissioner the authority to estahbiransportation expenses to and from desti-
Proposed Amendments to the Regulationg, 3 method under which a taxpayer magation):
use mileage rates to determine the amount(ii) Per diem allowance providing for
of the ordinary and necessary expenses ofdinary and necessary expenses of trav-
using an automobile for local transportaeling away from home (exclusive of
PART 1—INCOME TAXES tion and transportation to, from, and at th@ansportation costs to and from destina-
o destination while traveling away fromtion); or

Paragraph 1. The authority citation fofyome in Jieu of substantiating the actual (jii) Mileage allowance providing for
part 1 continues to read in part as followssogts, - Supstantiation of the amount of ardinary and necessary expenses of local

Authority: 26 U.S.C. 7805 * * * business expense in accordance with rul@nsportation and transportation to, from,

Par. 2. In 81.62-2, paragraph (€)(2) ijrescribed pursuant to the authoritnd at the destination while traveling
revised to read as follows: granted by §1.274-5(g) or (j) will be away from home.

§1.62—2 Reimbursement and other treated as substantiation of the f':\moun_t of (3) Limitation. For expenses paid or
expense allowance arrangements. such expense for purposes of this sectiomcurred on or before December 31, 1997,
a mileage allowance described in para-
graph (g)(2)(iii) of this section is avail-

() *** §1.62—2T [Removed] able only to the owner of a vehicle.

(2) Expenses governed by section (h) and (i) [Reserved]. For further
274(d). An arrangement that reimburses Par. 3. Section 1.62-2T is removed. gyidance, see §1.274- 5T(h) and (i).
travel, entertainment, use of a passengerPar. 4. Section 1.274-5 is added t0 (j) Authority for optional methods of
automobile or other listed property, oread as follows: computing certain expenseg1) Meal
other business expenses governed by sec- _ . expenses while traveling away from
tion 274(d) meets the requirements of th§1'274_5 Substantiation requirements. horlile.The Commissioner mgay estgblish a
paragraph (e)(2) if information sufficient () through (f) [Reserved]. For furthermethod under which a taxpayer may use a
to satisfy the substantiation requirement§uidance, see §1.274-5T(a) through (f). specified amount or amounts for meals
of section 274(d) and the regulations (g) Substantiation by reimbursemenwhile traveling away from home in lieu of
thereunder is submitted to the payor. Segrangements or per diem, mileage, andubstantiating the actual cost of meals.
§1.274-5T. Under section 274(d), inforpther traveling allowances-(1) In gen- The taxpayer would not be relieved of the
mation sufficient to substantiate the requieral. The Commissioner may, in his or herequirement to substantiate the actual cost
site elements of each expenditure or usfiscretion, prescribe rules in pronounceef other travel expenses as well as the
must be submitted to the payor. For exments of general applicability under whicttime, place, and business purpose of the
ample, with respect to travel away frompllowances for expenses described in pariavel. See §1.274-5T(b)(2) and (c).
home, §1.274-5T(b)(2) requires that ingraph (g)(2) of this section will, if in accor-  (2) Use of mileage rates for automo-
formation sufficient to substantiate thedance with reasonable business practickile expenses.The Commissioner may
amount, time, place, and business purpoge regarded as equivalent to substantiati@stablish a method under which a tax-
of the expense must be submitted to thgy adequate records or other sufficient evpayer may use mileage rates to determine
payor. Similarly, with respect to use of ajence for purposes of §1.274-5T(c) of ththe amount of the ordinary and necessary
passenger automobile or other listed propimount of such expenses and as satisfyingxpenses of using an automobile for local
erty, 81.274-5T(b)(6) requires that inforwith respect to the amount of such extransportation and transportation to, from,
mation sufficient to substantiate thepenses, the requirements of an adequaded at the destination while traveling
amount, time, use, and business purpogecounting to the employer for purposes afway from home in lieu of substantiating
of the expense must be submitted to thg1.274— 5T(f)(4). If the total allowance rethe actual costs. Such method may in-
payor. See 81.274-5(g), however, whicbeived exceeds the deductible expensefude appropriate limitations and condi-
grants the Commissioner authority to prepaid or incurred by the employee, such esxtions in order to reflect more accurately
scribe rules permitting the amount of cereess must be reported as income on tl@itomobile expenses over the entire pe-
tain expenses to be deemed substantiateghployee’s return. See paragraph (j)(1) afod of usage. The taxpayer would not be
to the payor (in lieu of substantiating thehis section relating to the substantiation afelieved of the requirement to substantiate
actual amount of such expenses) bmeal expenses while traveling away fronthe amount of each business use (i.e., the
means of per diem or mileage rates foiome, and paragraph (j)(2) of this sectiobusiness mileage), or the time and busi-
travel away from home or transportationelating to the substantiation of expenseasess purpose of each use. See §1.274-
expenses. See also 81.274-5(j)(1), whidbr the business use of an automobile.  5T(b)(2) and (c).
grants the Commissioner the authority to (2) Allowances for expenses described. (k) and (l) [Reserved]. For further
establish a method under which a taxAn allowance for expenses is described iguidance, see §1.274-5T(k) and (l).
payer may use a specified amount fothis paragraph (g)(2) if it is a— (m) Effective date.Paragraphs (g) and
meals while traveling away from home in (i) Reimbursement arrangement cover§) of this section apply to expenses paid
lieu of substantiating the actual cost oing ordinary and necessary expenses of incurred after December 31, 1997.

Accordingly, 26 CFR part 1 is pro-
posed to be amended as follows:

* * x * %
* * *x * %
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81.274-5T [Amended] §1.274(d)-1T [Removed] (Filed by the Office of the Federal Register on
. September 30, 1998, 8:45 a.m., and published in the
Par. 5. Paragraphs (g) and (j) of par. 7. Section 1.274(d)—1T is reissue of the Federal Register for October 1, 1998, 63

§1.274-5T are removed and reserved. moved. F.R. 52660)
81.274(d)-1 [Amended] Michael P. Dolan,

Par. 6. Section 1.274(d)-1 is amended Deputy Commissioner of
by removing paragraph (a)(3). Internal Revenue.

Announcement 98-90

Proposed Changes to Form 8849

Purpose The purpose of this announcement is to request public comments on the proposed changes to Form 8t
Claim for Refund of Excise Taxes.

Note: The Form 8849 and Schedules shown are subject to change and OMB approval before final releas

Proposed changes The proposed changes include the following:

to Form 8849
¢ Six schedules are provided, five for fuel tax claims and one for other claims.
« Fuel tax claims that have similar requirements are made on the same schedule.
e Entry boxes are provided for data on the form and schedules.

Benefits of the The revised Form 8849 will:
changes

Allow the claimant to use only the applicable schedules;

Reduce the number of separate statements and attachments required to be prepared by the claimant;
Reduce the amount of correspondence with IRS because of incomplete claims;

Provide adequate space to enter the required information; and

Allow the IRS to use improved data processing techniques for increased efficiency.

Comments The IRS would like to receive comments on the proposed changes to Form 8849 from interested parties
requested November 15, 1998. Send written comments to:

Chairman, Tax Forms Coordinating Committee
Internal Revenue Service, OP:FS:FP, Room 5577
1111 Constitution Avenue, NW

Washington, D.C. 20224

Alternatively, you may send comments to the Chairman, TFCC, by fax at (202) 622-5025, or e-mail to tff
mail@publish.no.irs.gov

After the end of the comment period, the IRS will evaluate the documents received and announce the fil
changes to the Form 8849. Although we will not be able to respond to each comment, we will carefully co
sider all of them.

1998-42 |.R.B. 21 October 19, 1998



Form Department of the Treasury—Internal Revenue Service

8849 Claim for Refund of Excise Taxes

(Rev. October 1998)

OMB No. 1545-1420

Please print in ALL CAPITAL LETTERS. Leave a single space between words.

EESEEEEEEEEEEEEEERERREERERRER

Address {number, strest, room or suite no.

EENEEAEENEREENEEEEENNEERENNEN

City and state or province (Foreign addresses, include postal code as appropriate.)
HNEEEEEEREEREREEEENENENEENEED

Foreign country, if applicable. Do not abbreviate.

HEEEEEEENENEEEREEEEEENEREEEEE

Employer identification number (EIN)
HESEEENER

Sacial security number (SSN)

HERERENEN

ZIP code

HEEEEEEEN

Month income
tax year ends

Caution: Do not claim any amounts on Form 8849 that were or will be clairt
Claims, or Form 4136, Credit for Federal Tax Paid on Fuels. -

Schedules £

on Schedule C

n 720), Adjustments and

Check the box for each schedule that is attached.

Sch. 1 Nontaxable Use of quls
Sch. 2 Sales by Registe;
Sch. 3 Gasohol Blending .
Sch. 4 Sales by Gasoli

Sch. 5 S

Sch. 6 Ot‘,ﬁ, lai i i s for Form 720, Form 2290, Form 11-C, and Form 730 taxes)

ed Diesel Fuel.

OO0 04donfd

on any other form.

Sign , (

)

Under penalties of perjury, | declare that | have examined this claim, including accompanying schedules and statements, and to the best of
my knowledge and belief, it is true, correct, and complete, and that amounts claimed on this form have not been, and will not be, claimed

Here Signature Date Daytime telephone number

(Please type or print your name below signature.)

For Privacy Act and Paperwork Reduction Act Notice, see instructions. Cat. No. 20027J

October 19, 1998 22

Form 8849 (Rev. 10-98)
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Schedule 1 Department of the Treasury—Internal Revenue Service

(Form 8849) Nontaxable Use of Fuels
(Rev. October 1998) » Attach to Form 8849. OMB No. 1545-1420
Name as shown on page 1 EIN or SSN
Period of claim » From To 4
. (a) (b) () (d) {e)
1 Nontaxable Use of Gasoline/Gaschol Type Rate Gallons Amount of refund CRN
of use
a Gasoline 301
b Gasohol containing at least 10% alcohol
¢ Gasohol containing at least 7.7% alcohol but less 312

than 10% alcohol
d Gasohol containing at least 5.7% alcohol but less
than 7.7% alcohol

2 Nontaxable Use of Aviation Gasoline

a Use in commercial aviation (other than
foreign trade)

b Other nontaxable use

307

-+

Exception. If any of the fuel included in
and check here .o
Claimant has the name and a
purchase(s) and if exported,:
Caution: Claims for.the te
or kerosene sold frg

nwfor farming purposes, for the exclusive use of a state or local government
made on line 3. Only registered ultimate vendors may make those claims.

a Nontaxable use (ex¢i arm. |
farming purposes or exclusive use of a:state or
local government)

ENENEEE

b Trains

¢ Certain intercity or local buses

303
AR 3
S
303

4 Nontaxable Use of Aviation Fuel (other than
gasoline)

Use in commercial aviation (other
than foreign trade)

b Other nontaxable use =

=

5 Use of LPG in Certain Buses

a Intercity and local buses

b Qualified local and school buses

{304

For Privacy Act and Paperwork Reduction Act Notice, see instructions. Cat. No. 20027J

1998-42 |.R.B. 23

Schedule 1 (Form 8849) (Rev. 10-98)
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Schedule 2 Department of the Treasury—Internal Revenue Service

(Form 8849) Sales by Registered Ultimate Vendors

of Undyed Kerosene and Undyed Diesel Fuel
(Rev. October 1998) > Attach to Form 8849. OMB No. 1545-1420
Name as shown on page 1 EIN or SSN

1 Sales by Ultimate Vendors of Undyed Kerosene

Claimant certifies that the kerosene did not contain visible evidence of dye.

Exception: If any of the kerosene included in this claim did contain visible evidence of dye, attach a detailed explanation
andcheckhere..................................>D
Claimant sold the kerosene at a tax-excluded price, repaid the amount of tax to the buyer, or obtained written consent

of the buyer to make the claim; and obtained any required certificate from the buyer and has no reason to believe any
information in the certificate is false.

period ofciaim > From | [ { [ J [ [ [ | | § | ] ] ]|
Registration No. » |U|Pl- L{I—Ll [ l l]

(a) (b) o) (d)
a Sales from a biocked pump Rate Amount of refund CRN

T] TIH%
Period of claim » Fro rrl LJ l FT1

vi ] L

Note: UV registrants must
complete line 3 below. Registration No; »

)

b Use on a farm for farming purposes

303

¢ Use by a state or local governm:

Exception: If any of the diese
and check here
Claimant sold th

the buyer to make
information in the Ger

Note: UV registrants must Period of claim ¥ From rT {L l- [ l J ] To H1 FJ l I l ]

complete line 3 below. Registration No. » IU Vv l l I

a Use on a farm for farming purposes

— 303
b Use by a state or local government

3 Farmer or Government Unit Information

For lines 1b, 1c, 2a, and 2b above, enter the information below for each farmer, custom harvester, or governmental
unit to whom the fuel was sold. If more space is needed, attach an additional sheet.

Taxpayer identification no. Name Gallons

For Privacy Act and Paperwork Reduction Act Notice, see instructions. Cat. No. 20027J Schedule 2 (Form 8849) (Rev. 10-98)

October 19, 1998 24 1998-42 |.R.B.



Schedule 3 Department of the Treasury—Internal Revenue Service

(Form 8849) Gasohol Blending
(Rev. October 1998} » Attach to Form 8849. OMB No. 1545-1420
Name as shown on page 1 EIN or SSN

Claimant certifies that it bought gasoline taxed at the full rate and blended it with alcohol to make gasohol. The
gasohol was used or sold for use in a trade or business. For each batch of gasohol, claimant has the required
information relating to the purchase of the gasoline and alcohol used to make the gasohol and to suppert the amount
claimed.

Period of claim »

(c) (d)

Percentage of Alcohol in the Gasohol Amount of refund CRN

1 At least 10% alcohol

Gasoline 302
Alcohol
(a) b {¢) d
2 Atleast 7.7% alcohol bu Gallons R(at)e Amount of refund C(R)N
Gasoline 302
Alcohol nnm N\
a
3 At least 5.7% alcohol but less than 7.7% alcohol Gatons Aol Amount o refund | oS
Gasoline 1 302
Alcohol
For Privacy Act and Paperwork Reduction Act Notice, see instructions. Cat. No. 20027J Schedule 3 (Form 8849) (Rev. 10-98)

1998-42 |.R.B. 25 October 19, 1998



Schedule 4 Department of the Treasury—Internal Revenue Service

(Form 8849) Sales by Gasoline Wholesale Distributors
(Rev. October 1998) » Attach to Form 8849. OMB No. 1545-1420
Name as shown on page 1 EIN or SSN

e tax. Claimant
cate of ultimate

Claimant certifies that it bought gasoline, gasohol, or aviation gasoline at
qualifies as a gasoline wholesale distributor, sold the fuel at a tax-exc
purchaser or proof of export from the buyer.

Period of claim b To 1
(d) (e)
Type of Fuel mount of refund CRN
1 Gasoline 301
—
2 Gasohol containing at least 10%
alcohol
S
3 Gasohol contalnm ) 312
alcohol but less 1
P
4 Gasohol containing at least 5.7% -
alcohol but less than 7.7% alcohol
]
5 Aviation gasoline s 307
For Privacy Act and Paperwork Reduction Act Notice, see instructions. Cat. No. 20027J Schedule 4 (Form 8849) (Rev. 10-98)
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Schedule 5 Department of the Treasury—Internal Revenue Service

(Form 8849) Section 4081(e)
(Rev. October 1998) » Attach to Form 8849. OMB No. 1545-1420
Name as shown on page 1 EIN or SSN

Z:4l Claim for Refund of Second Tax

Period of claim » From + + To
(a) (b)
Type of fuel Total amount of refund CRN
1 Gasoline 301
_
2 Diesel/kerosene 303
P
3 Aviation gasoline 307

lm Supporting Information Required (See instructions.) If more spa ate sheets.

e fuel, and has not been

Claimant certifies that the amount of the second tax has not
‘ n, and if applicable, a copy of

collected from the purchaser. Claimant has attached a coj
the Statement of Subsequent Seller.

ond iax paid

[TT0T]

(d)
iling date of Form 720 reporting second liability

LIt P11 ]|

(b)
Amount of second tax paid

[LITTITTINT]

() {d)

{c)
Date second liability ingur

Date second liability incurred Filing date of Form 720 reporting second liability
LIF 41 [[] HREREEEN
(a) (b) _
Gallons of fuel claimed Amount of second tax paid
CIIT [T [(TITTTTITNT]
(c) (d)
Date second liability incurred Filing date of Form 720 reporting second liability
HEREREREER HREREREE
For Privacy Act and Paperwork Reduction Act Notice, see instructions. Cat. No. 20027J Schedule 5 (Form 8849) (Rev. 10-98)
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Schedule 6 Department of the Treasury—Internal Revenue Service

(Form 8849) Other Claims
(Rev. October 1998) P> Attach to Form 8849. P See instructions. OMB No. 1545-1420
Name as shown on page 1 EIN or SSN
Period of claim » From To ]
Type of Tax Amount of Refund

HEEENE

Use the space below for an explanation of the: ;

For Privacy Act and Paperwork Reduction Act Notice, see instructions. Cat. No. 200274 Schedule 6 (Form 8849) (Rev. 10-98)

@ Printed on recycled paper
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Announcement of the Disbarment and Suspension of Attorneys, Certified
Public Accountants, Enrolled Agents, and Enrolled Actuaries From
Practice Before the Internal Revenue Service

Under 330, Title 31 of the Uniteding, accepting assistance from, being enannouncement will appear in the weekly
States Code, the Secretary of the Treg@loyed by, or sharing fees with, any practiBulletin at the earliest practicable date
sury, after due notice and opportunity fotioner disbarred or suspended from pra@fter such action and will continue to ap-
hearing, is authorized to suspend or digice before the Internal Revenue Service. pear in the weekly Bulletins for five suc-
bar from practice before the Internal Rev- To enable attorneys, certified public aceessive weeks or for as many weeks as is
enue Service any person who has viaountants, enrolled agents, and enrollggracticable for each attorney, certified
lated the rules and regulations governingctuaries to identify such disbarred or sugpublic accountant, enrolled agent, or en-
the recognition of attorneys, certifiedpended practitioners, the Directorolled actuary so suspended or disbarred
public accountants, enrolled agents, oof Practice will announce in the Internaland will be consolidated and published in
enrolled actuaries to practice before thRevenue Bulletin the names and adthe Cumulative Bulletin.

Internal Revenue Service. dresses of practitioners who have been After due notice and opportunity for

Attorneys, certified public accountantssuspended from such practice, their desifpearing before an administrative law
enrolled agents, and enrolled actuaries amation as attorney, certified public acjudge, the following individuals have
prohibited in any Internal Revenue Serviceountant, enrolled agent, or enrolled actueen disbarred from further practice be-
matter from directly or indirectly employ- ary, and date or period of suspension. Thisre the Internal Revenue Service:

Name Address Designation Effective Date
Galt, Edward G. Monterey, CA CPA October 25, 1997
Lopez, Andrew L. Albuquerque, NM CPA December 11, 1997
Branch, Jimmie L. Jacksonville, FL CPA January 15, 1998
Harrison, Rebecca A. Carmichael, CA Enrolled Agent March 4, 1998
Mayer, Robert J. Wexford, PA CPA June 4, 1998

1998-42 |.R.B. 29 October 19, 1998



Announcement of the Expedited Suspension of Attorneys, Certified Public
Accountants, Enrolled Agents, and Enrolled Actuaries From Practice
Before the Internal Revenue Service

Under title 31 of the Code of Federabprohibited in any Internal Revenue Serviceolled agent, or enrolled actuary, and date
Regulations, section 10.76, the Directomatter from directly or indirectly employ- or period of suspension. This announce-
of Practice is authorized to immediatelying, accepting assistance from, being emnment will appear in the weekly Bulletin at
suspend from practice before the Internaglloyed by, or sharing fees with, any practithe earliest practicable date after such ac-
Revenue Service any practitioner whotioner disbarred or suspended from practidgon and will continue to appear in the
within five years from the date the expebefore the Internal Revenue Service. weekly Bulletins for five successive weeks
dited proceeding is instituted, (1) has had To enable attorneys, certified public acer for as many weeks as is practicable for
a license to practice as an attorney, certtountants, enrolled agents, and enrolled aeach attorney, certified public accountant,
fied public accountant, or actuary sustuaries to identify practitioners under expeenrolled agent, or enrolled actuary so sus-
pended or revoked for cause; or (2) hadited suspension from practice before thpended and will be consolidated and pub-
been convicted of any crime under title 26nternal Revenue Service, the Director olished in the Cumulative Bulletin.
of the United States Code or, of a felonyractice will announce in the Internal Rev- The following individuals have been
under title 18 of the United States Codenue Bulletin the names and addresses @ihiced under suspension from practice be-
involving dishonesty or breach of trust. practitioners who have been suspendddre the Internal Revenue Service by virtue

Attorneys, certified public accountantsfrom such practice, their designation as atf the expedited proceeding provisions of
enrolled agents, and enrolled actuaries aterney, certified public accountant, enthe applicable regulations:

Name Address Designation Date of Suspension

Clark, Sheila Houston, TX CPA Indefinite from April 21, 1998
Kimes, Larry W. Austin, TX Attorney Indefinite from May 5, 1998
Braiteman, Sheldon Baltimore, MD Attorney Indefinite from June 5, 1998
Pollack, Michael Guttenberg, NJ Attorney Indefinite from June 11, 1998
Eichenbaum, Irving Huntingdon Valley, PA CPA Indefinite from August 4, 1998
Corley, Francis R. Irmo, SC CPA Indefinite from August 4, 1998
Scott, Richard Lincoln, NE Attorney Indefinite from August 4, 1998
Wilson, Douglas D. Roanoke, VA Attorney Indefinite from August 4, 1998
Watkins, Brian R. Lincoln, NE Attorney Indefinite

Congdon Jr., Byron E. San Bernadino, CA Attorney Indefinite from August 4, 1998
Abrams, Robert Elmsford, NY CPA Indefinite from August 4, 1998
Robinson, Doane Rapid City, SD CPA Indefinite from August 4, 1998
Szarwark, Ernest Nashville, TN Attorney Indefinite from August 4, 1998
Roberts, Mark Norman, OK CPA Indefinite from August 4, 1998
Wood, Randall K. Springfield, MO Attorney Indefinite from August 5, 1998
Chappell, Ronald L. Antelope, CA CPA Indefinite from August 12, 1998
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Announcement of the Consent Voluntary Suspension of Attorneys,
Certified Public Accountants, Enrolled Agents, and Enrolled Actuaries
From Practice Before the Internal Revenue Service

Under 31 Code of Federal Regulationsyice matter from directly or indirectly em- countant, enrolled agent, or enrolled actu-
Part 10, an attorney, certified public acploying, accepting assistance from, beingry, and date or period of suspension. This
countant, enrolled agent, or enrolled acemployed by, or sharing fees with anyannouncement will appear in the weekly
tuary, in order to avoid the institution orpractitioner disbarred or suspended frorBulletin at the earliest practicable date
conclusion of a proceeding for his disbarpractice before the Internal Revenue Segafter such action and will continue to ap-
ment or suspension from practice beforeice. pear in the weekly Bulletins for five suc-
the Internal Revenue Service, may offer To enable attorneys, certified public aceessive weeks or for as many weeks as is
his consent to suspension from such praceuntants, enrolled agents, and enrollegracticable for each attorney, certified
tice. The Director of Practice, in his dis-actuaries to identify practitioners undepublic accountant, enrolled agent, or en-
cretion, may suspend an attorney, certéonsent suspension from practice before tmelled actuary so suspended and will be
fied public accountant, enrolled agent, omternal Revenue Service, the Directoconsolidated and published in the Cumu-
enrolled actuary in accordance with thef Practice will announce in the Internalative Bulletin.
consent offered. Revenue Bulletin the names and ad- The following individuals have been

Attorneys, certified public accountantsdresses of practitioners who have beeplaced under consent suspension from
enrolled agents, and enrolled actuaries aseispended from such practice, their desigractice before the Internal Revenue Ser-
prohibited in any Internal Revenue Sernation as attorney, certified public acvice:

Name Address Designation Date of Suspension

Makula, John G. Park Ridge, IL CPA April 1, 1998 to March 31, 2003
Slomski, Michael Gross Pointe Woods, Ml CPA April 1, 1998 to March 31, 2001
Bozeman Jr., T. Alvin Sylvester, GA CPA May 22, 1998 to November 21, 1999
Parness, Richard A. Westfield, NJ CPA June 1, 1998 to December 31, 1998
Register, Billy Havana, FL CPA Indefinite from July 10, 1998

Cooper, Michael E. Edina, MN CPA August 19, 1998 to February 18, 1999
Minello, Michael J. Clarks Summit, PA CPA August 28, 1998 to April 27, 2001
Holden, William W. Fairfield, CT CPA September 1, 1998 to March 31, 1999
Freeman, Samuel Bedford, NH CPA September 1, 1998 to August 31, 1999
Anders, Kevin Williamport, MD CPA September 1, 1998 to August 31, 2001
Breed, Robert M. Concord, MA CPA September 1, 1998 to February 28, 2001
Sandirk, Paula Brooks Chehalis, WA CPA November 1, 1998 to April 30, 2000
Neuhaus Jr., George Brewster, NY CPA November 1, 1998 to April 30, 2000
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Definition of Terms

Revenue rulings and revenue procedurgsdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) that modified because it corrects a publishedubstance of a prior ruling, a combination
have an effect on previous rulings use thgosition. (Compare wittamplifiedand of terms is used. For exampimodified
following defined terms to describe theclarified, above). and supersedediescribes a situation
effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered deterished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sulmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflashed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usewill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singleaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but notthat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

o H E.O—Executive Order. PHC—Personal Holding Company.
Abbreviations 9 wompany

ER—Employer. PO—Possession of the U.S.

The following abbreviations in current use and for£R|SA—Employee Retirement Income Security Act.PR—Partner.
merly used will appear in material published in the

Bulletin. EX—Executor. PRS—Partnership.

o F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Indmdugl. FC—Foreign Country. Pub. L—Public Law.
Acq.—A(?qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISG—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
EE:I;Z:iTIc'ary' FPH—Foreign Per'sonal Holding Company. Rev. Rul:—Bevenue Ruling.
B.T.A—Board of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C—individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.

COOR—Cooperative. GP—General Partner. T.D—Treasury Decision.
Ct.D—Court Decision. GR—Grantor. TFE—Transferee.

CY—County. IC—Insurance Company. TFR—Transferor.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.I.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.

DE—Donee. LP—Limited Partner. TR—Trust.

Del. Order—Delegation Order. LR—Lessor. TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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Authorizing signature (Standing Orders not valid unless signed.)

Please print or type your name.

Office Phone Number ( )
Standing
Qty. Order Title
ZIRSC Internal Revenue Cumulative Bulletins

GPO DEPOSIT ACCOUNT

A Deposit Account will enable you to use Standing Order Service to receive
subsequent volumes quickly and automatically. For an initial deposit of $50
you-can establish your GPO Deposit Account.

D YES! Open a Deposit Account for me so I can order future
publications quickly and easily. I'm enclosing the $50.00 initial
deposit.

Standing Order Service

Just sign the authorization above to charge selected items to your existing
Deposit Account, VISA, or MasterCard account. Or open a Deposit Account
with an initial deposit of $50 or more. Your account will be charged only as
each volume is issued and mailed. Sufficient money must be kept in your
account to insure that items are shipped.

For privacy protection, check the box below:
Do not make my name available to other mailers
Check method of payment:

D Check payable to Superintendent of Documents

D GPO Deposit Account EED:D:I:] -

[] VISA or MasterCard Account
HEENENEEEEEREEENEEER

D:E[] . L Thank you for
(Credit card expiration date) your order!

(Authorizing Signature) 4/93

Purchase Order No.

(If purchase order included.) -

Please type or print

(Company or Personal Name)

(Additional address/attention line)

(Street address)

(City, State, ZIP Code)

(Daytime phone including area code)

Mail To: Superintendent of Documents
P.O. Box 371954, Pittsburgh, PA 15250-7954

Standing Orders remain in effect until canceled in writing (telephone
cancellations are accepted but must be followed up with a written cancellation
within 10 days) or canceled by the Superintendent of Documents.

Service begins with the next issue released of each item selected. An
acknowledgment card is sent for each Standing Order item selected.



INTERNAL REVENUE BULLETIN

The Introduction on page 3 describes the purpose and content of this publication. The weekly Internal Revenue Bulletin is sold
on a yearly subscription basis by the Superintendent of Documents. Current subscribers are notified by the Superintendent of
Documents when their subscriptions must be renewed.

CUMULATIVE BULLETINS

The contents of this weekly Bulletin are consolidated semiannually into a permanent, indexed, Cumulative Bulletin. These are
sold on a single copy basis am@ notincluded as part of the subscription to the Internal Revenue Bulletin. Subscribers to the week-
ly Bulletin are notified when copies of the Cumulative Bulletin are available. Certain issues of Cumulative Bulletinsfgygraut o
and are not available. Persons desiring available Cumulative Bulletins, which are listed on the reverse, may purchasdttbem from
Superintendent of Documents.

HOW TO ORDER

Check the publications and/or subscription(s) desired on the reverse, complete the order blank, enclose the proper remittance,
detach entire page, and mail to the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402. Please
allow two to six weeks, plus mailing time, for delivery.

WE WELCOME COMMENTS ABOUT THE
INTERNAL REVENUE BULLETIN

If you have comments concerning the format or production of the Internal Revenue Bulletin or suggestions for improving it, we
would be pleased to hear from you. You can e-mail us your suggestions or comments through the IRS Internet Home Page
(www.irs.ustreas.gov) or write to the IRS Bulletin Unit, T:FP:F:CD, Room 5560, 1111 Constitution Avenue NW, Washington, DC
20224. You can also leave a recorded message 24 hours a day, 7 days a week at 1-800-829-9043.




