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TAX SECTION 
2016-2017 Executive Committee 

 

May 6, 2016 

The Honorable Mark Mazur 
Assistant Secretary (Tax Policy) 
Department of the Treasury 
1500 Pennsylvania Avenue, NW 
Washington, DC 20220 

The Honorable John Koskinen 
Commissioner 
Internal Revenue Service 
1111 Constitution Avenue, NW 
Washington, DC 20224 

The Honorable William J. Wilkins 
Chief Counsel 
Internal Revenue Service 
1111 Constitution Avenue, NW 
Washington, DC 20224 

 

Re:  Report No. 1345 on Notice 2015-54, Transfers of Property to 
Partnerships with Related Foreign Partners and Controlled 
Transactions Involving Partnerships – Section 482 

Dear Messrs. Mazur, Koskinen, and Wilkins: 

I am pleased to submit the attached report of the Tax Section com-
menting on Notice 2015-54, issued August 6, 2015. Notice 2015-54 
announced that the Treasury and Internal Revenue Service intend to issue 
regulations under Sections 482 and 6662 of the Internal Revenue Code to 
address certain transfers of appreciated property by a U.S. taxpayer to a 
partnership with foreign related partners. The regulations to be proposed 
are intended to provide guidance on the application of the arm’s-length 
standard to these transactions. 
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We understand that the Notice was motivated by a concern that allocations of partnership 
income or gain to U.S. partners were being reduced through the use of incorrect valuations either 
for contributed property or for property and services involved in controlled party transactions 
involving partnerships. In order to address these concerns, the Notice indicates that the proposed 
regulations will apply certain provisions of the regulations under Treasury Regulations Sections 
1.482-7 (applicable to cost sharing arrangements) and 1.482-4 (relating to intangibles) to these 
partnership transactions.  

These regulations as well as certain additional reporting requirements will be effective 
upon their issuance as specified in the regulations. 

In this Report we address the portion of the Notice that relates to section 482. We ad-
dressed the portion of the Notice that related to the provisions of Subchapter K in our Report No. 
1336, submitted on December 22, 2015. 

We support the Treasury and Internal Revenue Service in their efforts to provide guid-
ance with respect to the application of section 482 and arm’s-length principles to partnership 
transactions among controlled entities. As the report notes, there is little authority in this area. 
Also as stated in the report, in general we believe that the better approach is to analyze partner-
ship transactions in which contributions are incorrectly valued as transfers among the parties 
involved, rather than to address the issue through changes in the partnership allocations or other 
items.  

Our comments are intended to support these efforts to provide guidance and include a 
number of suggestions intended to explain and illustrate our preferred approach. Our principal 
recommendations are following: 

1. The Regulations generally should follow the approach of recharacterizing the initial 
transaction in which contributed property is incorrectly valued as having included a deemed 
transfer of property among the partners involved. Under this approach, the Regulations should 
generally provide for adjustments to partnership allocations only to the extent required to make 
those allocations consistent with this recharacterization.  

2. The Regulations should be explicit about their scope. This involves identifying the 
partnership transactions to which specific aspects of the regulations apply. For example, the 
Regulations should have a more circumscribed application to transactions not involving intangi-
ble property.  
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3. The Regulations should provide specific guidance on how the principles of the ex-
isting cost sharing regulations under Section 482 will apply to partnership transactions involving 
development of intangibles in order to determine whether the results are arm’s length.  

4. The Regulations should provide that adjustments will generally not be made to the 
partnership allocations (or additional economic terms imputed) except in those circumstances in 
which a recharacterization of the transaction as a transfer between the related parties does not 
achieve an arm’s-length result.  

5. The Regulations should provide for the adjustment of the partners’ respective inter-
ests in the partnership (or treatment of any recharacterized transfer), either in the case of the 
contribution of intangibles to the partnership or the development of intangibles by the partner-
ship, based upon actual results to ensure that the resulting partnership allocations are commen-
surate with the income attributable to the intangible held by or developed by the partnership. 
This portion of the Regulations should be consistent with the principles of Treasury Regulations 
Sections 1.367(d)-1T and 1.482-4(f). 

6. The regulations should require that controlled taxpayers provide documentation suf-
ficient to justify their position that the valuation of the contributions to the partnership and the 
partnership interest received are arm’s length. 

We appreciate your consideration of our recommendations. If you have any questions or 
comments on this report, please feel free to contact us and we would be happy to assist in any 
way. 

Respectfully Submitted, 

 
Stephen B. Land 
Chair 

cc: Emily S. McMahon 
Deputy Assistant Secretary (Tax Policy) 
Department of the Treasury 

Thomas C. West, Jr. 
Tax Legislative Counsel  
Department of the Treasury 
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Ossie Borosh 
Attorney-Advisor, Office of Tax Legislative Counsel  
Department of the Treasury 

Danielle Rolfes  
International Tax Counsel  
Department of the Treasury 

Brenda Zent  
Taxation Specialist, Office of International Tax Counsel  
Department of the Treasury  

Kevin C. Nichols  
Attorney-Advisor, Office of International Tax Counsel  
Department of the Treasury 

Elena Virgadamo  
Attorney-Advisor, Office of International Tax Counsel  
Department of the Treasury 

William M. Paul 
Deputy Chief Counsel – Technical 
Internal Revenue Service 

Curtis G. Wilson  
Associate Chief Counsel (Pass through and Special Industries)  
Internal Revenue Service 

Marjorie Rollinson 
Associate Chief Counsel (International) 
Internal Revenue Service 

Ryan Bowen 
Attorney-Advisor, Branch 4 (International)  
Internal Revenue Service 

Kenneth Jeruchim 
Attorney-Advisor, Branch 6 (International) 
Internal Revenue Service 

 


