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Report No. 1388
February 6, 2018

The Honorable David J. Kautter
Acting Commissioner

Internal Revenue Service

1111 Constitution Avenue, NW
Washington, DC 20224

The Honorable David J. Kautter
Assistant Secretary (Tax Policy)
Department of the Treasury
1500 Pennsylvania Avenue, NW
Washington, DC 20220

The Honorable William M. Paul
Principal Deputy Chief Counsel and
Deputy Chief Counsel (Technical)
Internal Revenue Service

1111 Constitution Avenue, NW
Washington, DC 20224

Re: Report No. 1388 on Section 965
Dear Messrs. Kautter and Paul:

We are pleased to submit New York State Bar Association Tax
Section Report No. 1388. This Report makes recommendations for
guidance addressing the application of section 965 of the Internal
Revenue Code of 1986, as amended by “An Act to provide for
reconciliation pursuant to titles Il and V of the concurrent resolution on
the budget for fiscal year 2018,” P.L. 115-97 (the “Act”). Section 965
requires U.S. shareholders that own 10 percent of the voting stock of
controlled foreign corporations and all foreign corporations in which a
domestic corporation owns a 10 percent voting interest to include in
their income their shares of the undistributed post-1986 earnings and
profits of such corporation, as specially determined.
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This Report also addresses Notice 2018-07 (issued December 29, 2017) and
Notice 2018-13 (issued January 19, 2018) (the “Notices”). Each of the Notices
announced that the Department of the Treasury (the “Treasury”) and the Internal
Revenue Service (the “Service”) intend to issue regulations for determining amounts
required to be included in gross income by United States shareholders under section
951(a)(1) pursuant to section 965. We commend Treasury and the Service for taking
these thoughtful and significant first steps in providing guidance under section 965.

In this Report, we suggest some improvements and recommend areas in which
we believe additional guidance is required.

We appreciate your consideration of our recommendations. If you have any
questions or comments regarding this Report, please feel free to contact us and we will be
glad to assist in any way.

Respectfully submitted,
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