Part 11l - Admnistrative, Procedural, and M scel | aneous

Noti ce 98-34
SECTION | . PURPGCSE

Sections 877, 2107, and 2501(a)(3) of the Internal Revenue
Code (Code) govern the federal tax treatnent of certain fornmer
US. citizens and fornmer U S. long-termresidents. Section IV of
Notice 97-19, 1997-1 C B. 394, provides guidance regarding the
ruling request process under these sections, including the
procedures for submtting a ruling request and the effect of a
favorabl e ruling.

This notice nodifies certain portions of section IV of
Notice 97-19 by providing that certain individuals, in order to
rebut the presunption of tax notivation under sections 877(a)(2),
2107(a)(2) (A), and 2501(a)(3)(B), are no longer required to
obtain a substantive ruling that the individual did not have a
princi pal purpose of tax avoi dance. Rather, these individuals
may rebut the presunption of tax avoidance if they submt a
conplete ruling request in good faith. The Service will rule as
to whether a subm ssion was conplete and provided in good faith.
However, unless the Service also issues a substantive ruling that
the individual’ s expatriation did not have for one of its
princi pal purposes the avoidance of U S. taxes, an individual who
receives a ruling that his or her request is conplete and was

submtted in good faith may, in a subsequent exam nation of the
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individual s returns, ultimately be found to have had a princi pal
pur pose of tax avoi dance based on all the facts and
ci rcunst ances.

This notice al so specifies the information required to be
submtted in order to receive a ruling fromthe Service that a
request is conplete and was submitted in good faith, as well as
nodi fies the categories of former long-termresidents eligible to
submt ruling requests.

Treasury and the Service expect to issue regulations to
I ncorporate the guidance set forth in this notice. Until such
regul ati ons are issued, taxpayers may rely on the gui dance set
forth in this notice.

SECTION I'I. BACKGROUND

Section 877 generally provides that a citizen who | oses U S.
citizenship or a long-termresident (as defined in section
877(e)(2)) who ceases to be taxed as a U.S. resident
(collectively, individuals who "expatriate") within the 10-year
period i medi ately preceding the close of the taxable year w |
be taxed on U. S. source incone (as nodified by section 877(d))
for such taxabl e year, unless such |oss or cessation did not have
for one of its principal purposes the avoidance of U S taxes.
Sections 2107 and 2501(a)(3) provide special estate and gift tax
regi mes, respectively, for individuals who expatriate with a
princi pal purpose to avoid U S. taxes.

A former citizen is considered to have expatriated with a

princi pal purpose to avoid U. S. taxes for purposes of sections
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877, 2107 and 2501(a)(3) if the individual’'s average incone tax
liability (the "tax liability test") or the individual’s net
worth (the "net worth test") on the date of expatriation exceed
certain thresholds. See sections 877(a)(2), and 2107(a)(2) (A
and 2501(a) (3)(B).

A former U S. citizen whose net worth or average tax
liability exceeds these thresholds, however, will not be
considered to have a principal purpose of tax avoi dance by reason
of one of those tests if that former citizen is described within
certain statutory categories and submts a request for a ruling
wi thin one year of the date of loss of U S. citizenship for the
Secretary’s determ nation as to whether such | oss had for one of
Its principal purposes the avoidance of U S. taxes. See sections
877(c) (1), 2107(a)(2)(B), and 2501(a)(3)(0O

The tax liability and net worth tests also apply for
pur poses of determ ning whether a fornmer long-termresident is
considered to have a principal purpose of tax avoidance. Section
877(e)(3)(A) provides that the exception set forth in section
877(c) with respect to U S. citizens who submt a request for a
ruling shall not apply to former long-termresidents. However,
section 877(e)(4) gives the Secretary the authority to exenpt
categories of fornmer long-termresidents fromsection 877. 1In
addition, section 877(e)(5) authorizes the Secretary to prescribe
appropriate regulations to carry out the purposes of section
877(e).

In section IV of Notice 97-19, Treasury and the Service
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announced that, until regulations are issued, a former |ong-term
resident may request a ruling for a determnation as to whether
such individual had a principal purpose of tax avoidance if the
individual is within certain categories enunerated in section |V
of Notice 97-19. Section IV of Notice 97-19 al so provides
detail ed gui dance on ruling requests under sections 877, 2107 and
2501(a) (3), including the procedures for submtting a request,
the information that nust be submitted with a request, and the
effect of a favorable determ nation.

SECTION I1'1.  RULI NG REQUEST SUBM SSI ONS

Difficulties of current ruling practice. Since the issuance
of Notice 97-19, the Service has received a substantial nunber of
requests for rulings under sections 877(c)(1), 2107(a)(2)(B), and
2501(a)(3)(C. In considering these requests, the Service has
found that making a determ nation regarding tax avoi dance in an
advance ruling presents difficulties due to the inherently
factual and subjective nature of the inquiry. In sone cases, the
Servi ce has been able to reach a determnation as to whether the
I ndividual 's expatriation had for one of its principal purposes
t he avoi dance of U. S. taxes based on the information submtted
with the ruling request. In other cases, however, the Service
has not been able to nake a definitive advance determ nation
regardi ng a principal purpose of tax avoi dance because the
i nformation submtted with the ruling request did not clearly
establish the existence or |ack of such a principal purpose.

Under section IV of Notice 97-19, an expatriate eligible to



-5-
submt a ruling will be subject to sections 877, 2107, or 2501,
unl ess such individual obtains a favorable ruling, rather than
nmerely submts a request, that the individual’ s expatriation did
not have for one of its principal purposes the avoidance of U S.
taxes. Thus, under current |aw, an expatriate would be adversely
affected (i.e., the presunption of tax avoi dance would apply) if
the Service were unable to make an advance determ nation
regarding tax notivation in certain cases because of the
I nherently factual and subjective nature of such an inquiry.

Modi fication of current ruling practice. Due to the

foregoi ng reasons, Treasury and the Service have decided to
nodi fy the current ruling practice. Under the nodified ruling
practice, an individual may overcone the presunption of tax

avoi dance under sections 877(a)(2), 2107(a)(2)(A), and
2501(a)(3)(B) by submtting a request for a ruling as to whether
the individual’ s expatriation had for one of its principal

pur poses the avoi dance of U S. taxes, provided that such

i ndividual's ruling request is conplete and was submtted in good
faith.

Under such circunstances, the presunption of tax avoi dance
under sections 877(a)(2), 2107(a)(2)(A), and 2501(a)(3)(B) w I
not apply even if the individual does not receive a substantive
ruling that the individual's expatriation did not have for one of
its principal purposes the avoidance of U.S. taxes. However, in
a subsequent examination of such an individual’'s returns, the

individual may ultimately be found to have had a principal
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purpose of tax avoidance based on the individual's facts and
circumstances. Treasury and the Service believe that this
approach is supported by section 877(c)(1)(B), which contemplates
that the Service may determine that the conclusive presumption of
tax avoidance under section 877(a)(2) does not apply if an
eligible individual submits a ruling request for a determination
as to whether the individual's expatriation had for one of its
principal purposes the avoidance of U.S. taxes.

Effect of ruling request subm ssions and adm ni strati on of

rulings under new ruling practice. To reflect the change in the

Service’s ruling practice, this notice modifies section IV of
Notice 97-19 as set forth below.

Under this notice, if an expatriate’s tax liability or net
worth exceeds the applicable thresholds, the presumption in
sections 877(a)(2), 2107(a)(2)(A) and 2501(a)(3)(B) that the
expatriate had a principal purpose of tax avoidance will not
apply if the expatriate (i) is eligible to submit a ruling
request that his or her expatriation did not have for one of its
principal purposes the avoidance of U.S. taxes, (ii) submits such
a request in a timely manner, and (iii) provides the Service with
a complete and good faith ruling request submission.

The Service will rule as to whether a submission was
complete and provided in good faith. A ruling that a request
constitutes a complete and good faith submission may, depending
on the information submitted, also contain either:

(1) a substantive ruling that the individual's expatriation
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did not have for one of its principal purposes the
avoi dance of U.S. taxes in those cases where the
I nformation submtted clearly establishes the | ack of
such a principal purpose; or

(2) a substantive ruling that the individual’'s expatriation

did have for one of its principal purposes the

avoi dance of U.S. taxes in those cases where the

I nformati on submtted clearly establishes the existence
of such a principal purpose.

Alternatively, a ruling that a request constitutes a
conpl ete and good faith subm ssion nmay express no opinion as to
whet her the individual’s expatriation had for one of its
princi pal purposes the avoidance of U S taxes in those cases
where the information submtted clearly establishes neither the
exi stence nor |ack of such a principal purpose. |If the Service
rules solely that a request was conplete and submtted in good
faith, such a ruling is not conclusive as to whether the
i ndividual ultimately can be found to have a principal purpose of
t ax avoi dance under sections 877(a)(1l), 2107(a)(1l), and
2501(a) (3) (A) based on the individual's facts and circunstances.
See section 877(c)(1).

If, for any reason, the Service does not issue a favorable
substantive ruling that the individual’ s expatriation did not
have for one of its principal purposes the avoidance of U S
taxes, information collected as part of the ruling process may be

forwarded to the O fice of Assistant Conmm ssioner (Ilnternational)
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to consider in any |ater exam nation of the individual’'s returns.

Content of ruling request subm ssions. |n addressing the

nunmer ous requests received after the issuance of Notice 97-19,
the Service has found that the information required in section |V
of Notice 97-19 to be submtted with ruling requests was
insufficient in many instances for the Service to nmake a
substantive determ nation as to whether an individual’s
expatriation had for one of its principal purpose the avoi dance
of U S taxes. Accordingly, this notice nodifies the information
that nmust be submtted with ruling requests to ensure that al
useful information is submtted wth these requests. Mich of the
I nformati on requested bel ow was al so requested in Notice 97-19.
For conveni ence, however, the |list below sets forth all of the

i nformati on that nmust be included with ruling requests submtted
after July 6, 1998.

To be considered a conplete and good faith subm ssion by the
Service, a request submtted by a citizen or |ong-termresident
for aruling as to whether the individual’s expatriation had for
one of its principal purposes the avoidance of U S. taxes nust
contain the followi ng informati on, with paragraphs |abeled to
correspond wth the nunbers set forth bel ow

(1) the date (or expected date) of expatriation

(2) a full explanation of the individual’s reasons for

expatriating;

(3) the individual’s date of birth;

(4) all foreign countries of which the individual is a
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(6)

(7)

(8)
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resident for tax purposes and/or intends to obtain
resi dence for tax purposes, and a statenent as to
whet her the individual is subject to worldw de incone
and estate taxation in the country of residence. |If
the individual is not subject to worl dw de taxation,
attach an expl anation of the manner in which the
I ndi vidual is taxed (e.g., whether foreign source
pensi on i nconme or capital gains are exenpt fromtax);
all foreign countries of which the individual is a
citizen and/or intends to acquire citizenship after
expatriation;
the countries where the individual’'s spouse (if any)
and parents were born, the countries of citizenship and
resi dence of the individual’s spouse (if any), and a
statenent as to whether the individual’s spouse has
expatriated or intends to expatriate;
the country where the individual’s tax home is | ocated
(wthin the nmeaning of section 911(d)(3));
a description of the individual’s ties to the
United States and the individual’s ties to the foreign
country where the individual resides (or intends to
reside) for the period that began five years prior to
expatriation and ends on the date that the ruling
request is submtted, including the |ocation of the
I ndi vi dual s permanent hone, famly and soci al

rel ati ons, occupation(s), political, cultural, or other
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activities, business activities, personal bel ongings,
the place fromwhich the individual admnisters
property, the jurisdiction in which the individual
holds a driver’s license, the |ocation where the
I ndi vi dual conducts routine personal banking
activities, the location of the individual’'s cenetery
plot (if any), and any other simlar information,

(9) a balance sheet, in substantially the follow ng format,
that sets forth the individual’'s assets and liabilities

I mredi ately prior to expatriation:

Assets | Fai r(ﬁlzar ket } U s (Ag]) ust ed } Gai n(??_oss) }
‘ ‘\ Val ue (F ‘ | Basi s | ‘[co/.(a) less col.(b)] |
1 Cash, including bank deposits . . . . . . . . . . . ‘ “ | ‘ | | |
2 Marketable stock and securities issued by U S. conpanies. . . : | : | : |
3 Marketabl e stock and securities issued by foreign conpanies . : | : | : |
4  Nonmar ket abl e stock and securities issued by U S. conpanies . : | : | : |
5 Nonnarketabl e stock and securities issued by foreign ‘ | ‘ | ‘ |
compani €s . . . . . ... . ‘ | ‘ | | \
6 Pensions fromservices perforned in the US. . . . . . . . . : | : | : |
7 Pensions fromservices perforned outside the US. . . . . . . : | : | : |
8 Partnership interests (attach statenent as described bel ow) . : | : | : |
9 Assets held by trusts you own ‘ | ‘ | ‘ |
under sections 671 through 679 | | |
(attach statement as described below) . . . . . . . . . . .. ‘ | ‘ | | |
10 Beneficial interests in nongrantor trusts ‘ | ‘ ‘ |
(attach statenment as described below) . . . . . . . . . . . . ‘ | ; ;
11 Intangibles used inthe US . . . . . . . . . . ... ... : | : | : \
12 Intangibles used outside the US. . . . . . . . . . . . . .. : | : | : \
13 Loans to U.S. PErsons . . . . . . . . . .o : | : | : \
14 Loans to foreign persons . . . . . . . . . ... : | : | : \
15 Real property located inthe US . . . . . . . . . .. ... : | : | : \
16 Real property located outside the U.S. . . . . . . . . . .. : | : | : \
17 Business property located in the US. . . . . . . . . . . .. : | : | : \
18 Business property located outside the US. . . . . . . . . . : | : | : |
19 Other assets (attach statement) . . . . . . . . . . . . . .. : | : | : \
20 Total assets (add lines 1 through 19) . . . . . . L ‘ “ | ‘ | ‘ ‘ |
Liabilities : :\ Amount | : |
21 Installnent obligations . . . . . . . . . . . . . . ‘ | : |
22 Mortgages, etcC. . . . . . .. ... | ‘ |
23 Qher liabilities . . . . . . . . . ... \ | \
24 Total liabilities (add lines 21 through 23) . . R ‘ | ‘ |
25 Net worth (subtract line 24 fromline 20) . . . .‘ ...... ‘\ | |
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For purposes of allocating the property interests of a
nongrantor trust to a beneficiary, use the nethodol ogy
descri bed under section IIl of Notice 97-19 (i.e., based on
facts and circunstances where possible). To determ ne the
value of a beneficial interest in a nongrantor trust, use
the val uation principles under section 2512 and the
regul ati ons thereunder wi thout regard to any prohibitions or
restrictions on such interest. See section IIl of Notice
97-19. In addition, the individual nust attach to the
bal ance sheet a statenent that separately identifies each
partnership interest, each portion of a trust that the
I ndi vidual is considered to own under sections 671 through
679, and each nongrantor trust in which the individual holds
a beneficial interest. This statenent nust identify:
(i) the EIN of the partnership or trust (if any),
(i1) the assets and liabilities of each partnership or
trust (categorized according to the categories of the
bal ance sheet) attributable to the individual’s
interest in the partnership or trust,
(itii1) in the case of a grantor trust, an explanation of
the facts and I aw (including the applicable section of
the Internal Revenue Code) that establishes that the
trust (or portion of a trust) is treated for U S. tax
pur poses as owned by the individual, and
(iv) in the case of a nongrantor trust, the nmethodol ogy

used to determne the individual’'s beneficial interest
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I n each trust;
a statenment as to whether there have been (or are
expected to be) significant changes in the individual’s
assets and liabilities for the period that began five
years prior to expatriation and ends ten years
followi ng the date of expatriation. |If so, the
I ndi vi dual should attach an expl anation of such
changes;
a description of all exchanges described in section
877(d)(2)(B) and all renoval s of appreciated tangible
personal property fromthe United States (as descri bed
in section V of Notice 97-19), that:

(i) occurred at any tinme beginning 5 years prior to
expatriation (but not including exchanges that
took place prior to February 6, 1995) and endi ng
on the date that the ruling request is submtted,
or

(ii) occurred, or are expected to occur, during the 10-
year period follow ng expatriation.
If the individual is subject to section 877 because of
section 511(g)(3)(A) of the Health Insurance
Portability and Accountability Act of 1996 (see section
X of Notice 97-19), the individual nust also include a
description of all exchanges described under section
877(d)(2)(B) that occurred on or after the date of the

i ndividual ' s expatriating act (see section X of Notice
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(14)

(15)

-13-
97-19) and before February 6, 1995;
a description of all occurrences under section
877(d)(2)(E)(ii) that are treated as exchanges under
section 877(d)(2) (as described in section V of Notice
97-19) that:

(i) occurred at any time beginning 5 years prior to
expatriation (but not including occurrences that
took place prior to February 24, 1997) and ending
on the date that the ruling request is submtted,
or

(i1) occurred, or are expected to occur, during the 10-
year period follow ng expatriation;
a statenment describing the nature and status of any
ongoi ng audits, disputes or other matters pendi ng
before the Internal Revenue Service;
a statenment as to whether the individual satisfied his
or her US tax liability during the period that he or
she was a U. S. citizen or |awful permanent resident of
the United States;
a copy of the individual’s U S. tax returns (including
all attachnents and schedul es) for each of the three
years prior to expatriation, and, if filed or required
to be filed prior to the date the ruling request is
submtted, the U S. tax returns for the year during

whi ch the individual expatriated and for all years

subsequent to expatriation. |If Form 1116, Foreign Tax
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Credit, was filed with these income tax returns,
provi de copi es of docunments required to be attached to
Form 1116 (e.g., foreign income tax return, receipt for
paynment of foreign tax, or other secondary evi dence of
paynment or accrual of foreign taxes accepted by the
District Director, as described in Treas. Reg. 8 1.905-
2). If there is a discrepancy between the income or
gain reported for tax purposes with respect to the
assets set forth in the balance sheet in paragraph (9)
above and the income or gain that reasonably would be
expected to be generated by such assets, provide a
complete explanation of such discrepancy;

(16) a copy of the information statement filed in accordance
with section 6039G of the Code. If the information
statement has not been filed, a statement as to when
the individual intends to file the information
statement;

(17) a calculation of the individual's projected U.S. and
foreign income tax liability upon a deemed disposition
at fair market value of all of the individual's assets
immediately following expatriation, including a
description of the foreign income tax treatment (e.g.,
tax-exempt income and rates of tax) that would arise as
a result of such disposition, under each of the
following circumstances:

(i) ifitis determined that the individual did not
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expatriate wth a principal purpose to avoid U S
t axes, and
(ii) if the individual had remained a U.S. citizen or
U S lawful permanent resident;
a projection of the individual’s U S. and foreign
income tax liability for each of the three years
foll owi ng expatriation, including a description of the
foreign income tax treatnent (e.g., tax-exenpt incone
and rates of tax), under each of the follow ng
ci rcunst ances:
(1) if it is determned that the individual did not
expatriate wth a principal purpose to avoid U S
t axes, and
(ii) if the individual had remained a U.S. citizen or
U S lawful permanent resident.
If the individual expects a substantial change in his
or her projected U S. or foreign income tax liability
as aresult of a change in income for the renai nder of
the 10-year period, attach an expl anati on;
a statenment indicating whether the individual has
transferred any property by gift with an aggregate
val ue of $100,000 or nore (including gifts to the
I ndi vidual ' s spouse), regardl ess of whether or not such
transfers were taxabl e under subtitle B of the Code,
during the period that began five years prior to

expatriation and ending on the date that the ruling
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request is submtted. |If so, include a description of
the gift, provide an estimate of its fair market val ue,
I ndi cate when and to whomthe gift was nmade, and attach
copies of the relevant U S. gift tax returns (if any);
(20) a statenment indicating whether the individual expects
to make any substantial gifts during any year of the
10-year period follow ng expatriation. |If so, include
a projection of the U S. and foreign gift and ot her
transfer taxes that would be owed on the expected
transfer of property by gift during this period,
I ncluding a description of the foreign tax treatnent
(e.g., manner and rates of tax) that would result upon
the transfer of such property, under each of the
foll owi ng circunstances:
(1) if it is determned that the individual did not
expatriate wth a principal purpose to avoid U S
t axes, and
(ii) if the individual had remained a U S
citizen or U S. |awful permanent resident
domciled in the United States.
The individual should al so describe the expected gift,
provide an estimate of its fair market value, and
I ndi cate when and to whomthe individual expects to
make the gift;
(21) in the case of an individual age 60 or older on the

date of expatriation, the present value (determ ned as
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of the date of expatriation) of the estimated U. S.,
foreign and other death taxes that woul d be inposed as
a result of the individual’s death, and a description
of the foreign tax treatnent that would arise as a
result of the individual’s death, under each of the
foll owi ng circunstances:
(1) if it is determned that the individual did not
expatriate wth a principal purpose to avoid U S
t axes, and
(ii) if the individual had remained a U.S. citizen or
U S. lawful permanent resident domiciled in the
United States.
For purposes of this calculation, the estinmted death
tax is determ ned based on the assunption that the
I ndi vidual s taxable estate consists of the val ue of
property that would conprise the taxable estate if the
I ndi vidual died imediately before the date of
expatriation w thout taking into account any potenti al
marital or charitable deduction. The present val ue of
the estimated death tax liability as of the date of
expatriation is determ ned under the tables prescribed
by section 7520 and Treas. Reg. § 20.2031-7, using the
appropriate interest rate under section 7520 for that
date and the individual's age as of that date;
(22) in the case of an individual who would be considered to

own a trust under sections 671 through 679 if the
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I ndi vidual had remained a U S. citizen or U S
resident, a description of the U S. and foreign tax
treatnment to both the trust and the individual (in the
country of organization of the trust and the
i ndi vidual's country of residence) of the expected
trust incone and distributions for each of the three
years follow ng expatriation, under each of the
foll owi ng circunstances:
(1) if it is determned that the individual did not
expatriate wth a principal purpose to avoid U S
t axes, and
(ii) if the individual had remained a U.S. citizen or
U S lawful permanent resident.
If the individual expects a substantial change in the
projected U.S. or foreign inconme tax liability of such
trust incone and distributions for the remainder of the
10-year period follow ng expatriation, attach an
expl anat i on;

(23) in the case of an individual who is a beneficiary (as
determ ned under section Ill of Notice 97-19) of a
trust, a description of the U S. and foreign tax
treatnment of the expected trust distributions to the
I ndi vidual for each of the three years follow ng
expatriation, under each of the foll ow ng
ci rcunst ances:

(1) if it is determned that the individual did not
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expatriate wth a principal purpose to avoid U S
t axes, and
(ii) if the individual had remained a U.S. citizen or
U S. [awful permanent resident.
If the individual expects a substantial change in the
projected U.S. or foreign inconme tax liability of such
trust distributions for the remai nder of the 10-year
period foll ow ng expatriation, attach an expl anati on;
and
(24) any other information reasonably required by the
Service after its review of the subm ssion.
Al t hough i ndividuals nust provide good faith estinmates of
fair market values, formal appraisals are not required. |[If an
i ndividual fails to provide the aforenentioned information,
i ncluding informati on reasonably required by the Service, the
i ndividual's ruling request may be cl osed pursuant to section
10.06(3) of Rev. Proc. 98-1, 1998-1 I.R B. 7. If an individual’s
request is closed, the individual will not be considered to have
submtted a conplete and good faith ruling request. Accordingly,
the individual will be considered by the Service to have
expatriated with a principal purpose to avoid U S. taxes under
sections 877(a)(2), 2107(a)(2)(A) and 2501(a)(3)(B).

Procedures for submitting ruling requests and user fees.

| ndi vidual s should refer to section 8 of Rev. Proc. 98-1, 1998-1
|.RB. 7, 24, for general instructions on the proper procedures

to foll ow when submtting ruling requests. Individuals should
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al so consult section 15 of Rev. Proc. 98-1, 1998-1 I.R B. 7, 51
for information on the applicable user fee that nust be submtted
with a ruling request.

Effective date. Section Ill of this notice is effective for

pendi ng ruling requests and requests submtted after July 6,

1998. However, an individual with a request currently pending
with the Service as of July 6, 1998 is not required to submt any
addi tional information unless requested to do so.

This notice does not affect the validity of any rulings
previously issued by the Service. An individual who previously
Wi thdrew a ruling request is not considered to have submtted a
conpl ete and good faith request. However, such individual may
resubmt a ruling request in accordance with this notice. Such a
resubm ssion nust be filed by the later of October 6, 1998 or the
date that is one year following the date of the individual’s
expatriation.

SECTION IV.  LONG TERM RESI DENTS ELI G BLE TO SUBM T RULI NG
REQUESTS

Modi ficati on of cateqgories of individuals eligible to submt

ruling requests. Section IV of Notice 97-19 provides that long-

term residents within certain categories are eligible to submit a
ruling request. Under Category (1) of Notice 97-19, long-term
residents who are citizens of certain countries and become fully
liable to tax in such country by reason of the individual's
residence are eligible to submit a ruling request. This notice

modifies Category (1) to read as follows:
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(1) the individual becones (not later than the close of a
reasonabl e period after the individual’s expatriation)
a resident fully liable to income tax in one of the
foll owi ng countri es:
(a) the country in which the individual was born,
(b) the country where the individual’s spouse was
born, or
(c) the country where either of the individual’s
parents was born.

For this purpose, a resident who is not domiciled in a

country is not considered a resident fully liable to incone

tax in such country if his or her incone is subject to tax
in a different manner than the incone of a resident who is
domciled in the country.

If a former long-termresident within the aforenentioned
category expatriated prior to July 6, 1998 such individual wl]l
be considered to have submtted a tinmely ruling request if such
request is filed by the later of January 6, 1999 or the date that
I's one year following the date of the individual’'s expatriation.

The follow ng exanple illustrates circunstances under which
an individual is not considered a resident fully liable to incone
tax in a foreign jurisdiction:

Exanple 1. A, a fornmer long-termresident, expatriated on

January 1, 1998. A exceeded the threshold of the net worth

test on the date of her expatriation. After A expatriated,

A nmoved to Country B. A was born in Country B. Ais

considered a resident of Country B, but is not domciled in

Country B. Under Country B' s incone tax |aws,

nondom ciliary residents of Country B are not taxed on
foreign source incone unless such incone is remtted to
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Country B. Residents of Country B who are also domciled in
Country B, however, are liable to tax in Country B on
wor | dwi de i ncone, regardl ess of whether such incone is
remtted to Country B. Since Ais not liable to tax on
foreign source incone in the sane manner as a domciliary
resident of Country B, Ais not considered a resident fully
liable to incone tax in Country B. Accordingly, Ais not
eligible to submt a ruling request under paragraph (1)
above.

SECTION V. EFFECT ON OTHER DOCUMENTS
Section IV of Notice 97-19 is nodifi ed.

REQUEST FOR COMMVENTS
Treasury and the Service invite public comments on the

gui dance provided in this notice. Coments should be submtted
by Septenber 6, 1998 to:

I nternal Revenue Service

P.O. Box 7604

Ben Franklin Station

Attn: CCCORP:T: R, (Notice 98-34)

Room 5228

Washi ngton, DC 20044
or, alternatively, via the internet at:
http://ww. irs.ustreas. gov/ prod/tax_regs/ comments. htni

The comments you submt will be available for public
I nspecti on and copyi ng.
DRAFTI NG | NFORMATI ON

The principal author of this notice is Trina Dang of the
Ofice of Associate Chief Counsel (International). For further
i nformation regarding this notice, contact Ms. Dang or Wllard
Yates at (202) 622-3880 (not a toll-free call).
PAPERWORK REDUCTI ON ACT

The collection of infornation contained in this notice has
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been revi ewed and approved by the O fice of Managenent and Budget
I n accordance with the Paperwork Reduction Act (44 U S.C 3507)
under control nunber 1545-1531.

An agency may not conduct or sponsor, and a person is not
required to respond to, a collection of information unless the
collection of information displays a valid control nunber.

The collection of information related to the subm ssion of
ruling requests is required to help the Secretary nake a
determnation as to whether an individual submtted a conplete
and good faith request and to help the Secretary nmake a
determnation as to whether the individual expatriated with a
principal purpose to avoid U S. taxes. This information will be
used by the Service for tax adm nistration purposes.

The respondents will be eligible individuals who | ose U S
citizenship or cease to be taxed as | awful permanent residents of
the United States. The estinmated total annual reporting burden
I's 350 hours. The estimated annual burden per respondent is 3.5
hours. The estimted annual nunber of respondents is 100. The
esti mated annual frequency of responses is on occasion.

Books or records relating to collections of information nust
be retained as long as their contents may becone material in the
adm ni stration of any internal revenue law. Cenerally, tax
returns and tax return information are confidential, as required

by section 6103 of the Code.



