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Legislation

House Republicans prepare for TCJA ‘cliffs'

US House Republicans have begun the process to flesh out
their tax positions in respect to the looming expiration of the
Tax Cuts and Jobs Act (TCJA) at the end of 2025.

House Ways and Means Committee Chairman Jason Smith
(R-MO) in early May was guoted as saying some Republican
caucus members may favor increasing the corporate tax rate
and may join Democrats on the issue.

According to the Chairman: “There are people on both sides
of the aisle that believe that the corporate tax rate is not
enough.” Another major issue that will need to be addressed
within the Republican Party when the TCJA is revisited in
2025 will be whether “pay-fors” will be necessary. According

to Chairman Smith, “Without a doubt one of the biggest
challenges that will be discussed, debated, and decided in 2025
is: Should taxes be paid for or should they not be paid for?"

He added that whether Congress acts through reconciliation
or in a bipartisan approach, every tax provision will be

on the table with the expiration of the TCJA. “Nothing is
permanent,” he reportedly said.

Further preparing for the expiring TCJA cliffs, the Ways &
Means Committee on 21 May announced that, in conjunction
with the formation of Republican Tax Teams, the Committee
has launched a new public comment portal.

According to W&M Republicans, the purpose of the portal is
to give stakeholders and members of the public the ability to
share information on the impact of higher taxes on families,
businesses and communities resulting from the expiration

of the TUCA. Comments will be accepted through 15 October
2024.

W&M Republicans in late April announced the formation
of 10 tax teams, at least two of which are directly related
to the international tax area: Supply Chains and Global
Competitiveness.

The Congressional Budget Office (CBO) also in May released
forecasts that show the cost of extending TCJA individual and
passthrough provisions at the end of 2025 has increased from
last year's CBO estimate, to roughly $4 trillion over 10 years.
The higher price tag is detailed in this year's version of the
report on Budgetary Outcomes Under Alternative Assumptions
About Spending and Revenues.

White House official previews President Biden's
tax policy if he wins second term

White House National Economic Advisor Lael Brainard offered
more insights into the Biden Administration’s position on tax
policy in a 10 May speech on the "Tax Debate Ahead."

The Administration official not only called for paying for
TCJA tax cuts that are extended but also recommended
using the “2025 tax debate as an opportunity to meet

our national needs by raising revenue overall” through tax
increases on the wealthy and large corporations. Reiterating
prior Administration statements, Brainard listed proposals
to increase the corporate tax rate to 28%, the corporate
alternative minimum tax rate to 21%, and the stock buyback
tax to 4%. Brainard also restated the President's pledge for
no tax increases on those earning less than $400,000.

The National Economic Advisor further pointed to the
Administration’s support for the OECD/G20 Inclusive
Framework global tax agreement, saying it “will finally

address the race to the bottom in corporate taxes, while
enabling businesses to compete and allocate capital based on
workforce talent and market factors instead of tax minimization
strategies.” She added, “Many of the world's largest economies
are implementing this transformational agreement. It is critical
that we join them in 2025."”

US House Ways and Means Chairman, Treasury
Secretary spar over TJCA, BEPS 2.0

The US House Ways and Means Committee held a hearing on
30 April at which Treasury Secretary Janet Yellen testified on
the expiration of the Tax Cuts and Job Act (TJCA) at the end of
2025 and the OECD BEPS 2.0 two-pillar global tax agreement.

Committee Chairman Jason Smith's (R-MO) opening
statement lauded the positive economic results of the 2017
TCJA, underscoring his view the legislation “reversed the
decades-long trend of American companies picking up and
moving their jobs, factories, and money overseas.” Secretary
Yellen suggested that the TCJA, including the corporate tax
rate cut, disproportionately benefited the wealthy and large
corporations and enriched corporate shareholders.

Addressing the BEPS 2.0 project, the W&M Chairman said:

"The OECD global tax deal the Administration is trying to
negotiate would surrender America's tax revenue and jobs to
foreign countries. Congress writes the laws, not bureaucrats
negotiating behind closed doors. This deal has no path
forward in Congress.”


https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwaysandmeans.house.gov%2Fways-and-means-republican-tax-teams-seek-public-input-on-bidens-2025-planned-tax-hike-on-american-families-and-businesses%2F&data=05%7C02%7CCarolyn.Wright1%40ey.com%7C88aeacfcccfd4bae432d08dc7b3d2d12%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638520749885036916%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=ebk1ZwiGh0DknscX7e851XoVrrzjwIre1XX0vGZxC38%3D&reserved=0
mailto:RepublicanTaxTeams@mail.house.gov
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.cbo.gov%2Fpublication%2F60114&data=05%7C02%7CCarolyn.Wright1%40ey.com%7C605ce2adb77242e97ded08dc70fdc47e%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638509482463628183%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=jDdyEe5uQNXvC8zIaynNKwzyct%2FrZkSaTkkSGz%2BpkfM%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.cbo.gov%2Fpublication%2F60114&data=05%7C02%7CCarolyn.Wright1%40ey.com%7C605ce2adb77242e97ded08dc70fdc47e%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638509482463628183%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=jDdyEe5uQNXvC8zIaynNKwzyct%2FrZkSaTkkSGz%2BpkfM%3D&reserved=0
https://www.whitehouse.gov/briefing-room/speeches-remarks/2024/05/10/remarks-by-national-economic-advisor-lael-brainard-on-the-tax-debate-ahead/

Former President Trump promises tax cuts if
elected

Former President Trump offered a contrasting vision

to President Biden's tax increase proposals if he wins

a second term as president. The 2024 presumptive
Republican nominee said, “Instead of a Biden tax hike, I'll
give you a Trump middle class, upper class, lower class,
business class big tax cut.”

Committee Republicans expressed concern about process
issues regarding the global tax agreement and the projected
cost to the US, citing the June 2023 Joint Committee on
Taxation (JCT) estimate that, under one scenario and set of
assumptions, the cost would be $122 billion over 10 years
if the rest of the world enacts Pillar Two in 2025 and the US
does not. A March 2024 JCT estimate found that Pillar One
could result in a revenue loss of between $100 million and
$4.4 billion.

Chairman Smith asked if Treasury would “commit to reject
any OECD profit reallocation plan that disproportionately
impacts American companies or allows US tax revenues to
be stolen away by foreign governments.” Secretary Yellen
responded that the Biden Administration had “worked very
closely with Congress to inform and get input on Congress's
priorities to guide these negotiations over the last three-and-
a-half years and will continue to do that.”

Chairman Smith also repeated concerns about the
nonrefundable R&D tax credit not being exempted from
determining a company's US effective tax rate under

the OECD Pillar Two agreement. The Treasury Secretary
reiterated earlier comments by government officials that the
US is currently negotiating with other countries to “to try to
get favorable treatment to the R&D tax credit.”

On Pillar One, Secretary Yellen said Treasury agrees with
concerns that certainty over Amount B is important, as well
as the need to establish clear definitions regarding Digital
Services Taxes. The Treasury Secretary said these are
redlines the Biden Administration is focused on resolving

in the final months of negotiations. Pillar One Amount B is
intended to simplify and streamline the application of the
arm’'s-length principle to baseline marketing and distribution
activities, with a particular focus on the needs of low-
capacity countries.
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US will not sign BEPS Pillar One MLC without
India, China TP resolution

Treasury Secretary Janet Yellen said the United States

will not sign the Pillar One multilateral convention (MLC)
until India and China agree to certain unresolved issues
surrounding transfer pricing. Speaking on the sidelines

of a 25 May Group of Seven meeting in Italy, the Treasury
Secretary was quoted as saying: “India, in particular, has
been a holdout and China has not really engaged very much
in these negotiations at all.”

The Pillar One Amount B provisions are intended to simplify
and streamline the application of the arm’s-length principle
to baseline marketing and distribution activities, with a
particular focus on the needs of low-capacity countries
(Amount B approach). The OECD published the final report
on Pillar One Amount B on 19 February 2024.

IRS news

IRS provides further transitional relief under
Section 871(m) for treatment of dividend
equivalents

In Notice 2024-44, the IRS extended for two more years
the additional time provided by Notice 2022-37 for broker/
dealers to comply with the Section 871(m) regulations and
the Qualified Derivatives Dealer (QDD) provisions in the
Qualified Intermediary (QI) Agreement, generally through
the end of 2026.

Notice 2024-44 also includes a statement that Treasury and
IRS “will consider" a QDD to satisfy its obligations under the QI
Agreement for years preceding 2027 where the QDD makes a
good faith effort to comply with the 2023 QI Agreement. Notice
2024-44 is nearly identical to Notice 2022-37.

According to Notice 2024-44, the anti-abuse rule will
continue to apply during the extension and good-faith
periods. The anti-abuse rule allows the IRS to treat a
payment as a dividend equivalent if the taxpayer acquires
or disposes of one or more transactions with a principal
purpose of avoiding Section 871(m). It appears that the
IRS wants to emphasize that the anti-abuse rule trumps
any relief provided by Notice 2024-44 and prior notices.
Financial institutions should use the additional time to
review their internal processes and procedures to confirm
compliance with the anti-abuse provisions.


https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.oecd-ilibrary.org%2Ftaxation%2Fpillar-one-amount-b_21ea168b-en&data=05%7C02%7Cjohn.turro%40ey.com%7C1a276be6cdc043deb01a08dc81adcc63%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638527831369788284%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=SFIMsIxrPkvl0p%2FEewyab42JOJjoQySDkqllp4kLmPs%3D&reserved=0
https://www.irs.gov/pub/irs-drop/n-24-44.pdf
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It is noteworthy — and indicative of the complexity of the rules —
that this is the fifth time that Treasury and the IRS have delayed
the implementation of various aspects of Section 871(m). This
provision was first enacted as part of the Hiring Incentives to
Restore Employment Act of 2010. Final regulations were first
published in September 2015, and then again in January 2017
and December 2019. Treasury and the IRS provided transition
relief for certain aspects of Section 871(m) in Notice 2017-42,
Notice 2018-72, Notice 2020-2 and Notice 2022-37.

While some of the prior Notices were released close in time to
the upcoming effective date of the regulations, Treasury and
the IRS have helpfully issued Notice 2024-44 more than six
months before the regulations were scheduled to be effective.
As in Notice 2022-37, the delay of two years (as opposed

to one year in certain prior Notices) is crucial given that it
typically takes withholding agents at least 18 months to build
new withholding systems, especially one as complex as will be
required for Section 871(m).

IRS to defer applicability date of some provisions
in Sections 59A and 6038A regs for qualified
derivative payments

The IRS issued Notice 2024-43 on 22 May, announcing that
Treasury and the IRS intend to amend the regulations under
Sections 59A and 6038A to defer the applicability date of
certain provisions of the regulations relating to the reporting
of qualified derivative payments (QDP) until tax years
beginning on or after 1 January 2027.

In 2022, Notice 2022-30 announced an extension of the
transition period through tax years beginning on or after
1 January 2025, while Treasury and the IRS study the
interaction of the QDP exception with a number of other
provisions and reporting requirements. Notice 2024-43
explains that Treasury and the IRS are continuing to study
the issues and have determined that it is appropriate to
further extend the transition period.

New updated procedures for Section 355
transaction PLRs released

The IRS released Revenue Procedure 2024-24 on 1 May,
providing updated procedures for taxpayers requesting private
letter rulings (PLRs) on Section 355 transactions. The latest
guidance modifies Revenue Procedure 2017-52, the general
revenue procedure on requesting Section 355 PLRs and
supersedes Revenue Procedure 2018-53 on procedures for
requesting Section 355 PLRs relating to the assumption or
satisfaction of debt of a distributing corporation.

The changes to the prior revenue procedures significantly
modify prior IRS ruling policy regarding retentions and
delayed dispositions of stock of a controlled corporation.
Revenue Procedure 2024-24 also imposes new standards on
the assumption of distributing corporation liabilities by the
controlled corporation as part of a Section 355 transaction.

Revenue Procedure 2024-24 requires more substantiation
of the representations required to be submitted and offers
less flexibility to deviate from the standard representations.
Revenue Procedure 2024-24 was also accompanied

by Notice 2024-38, which describes Treasury's and the IRS's
views and concerns relating to the matters addressed in
Revenue Procedure 2024-24 (see previous article).

CAMT regs in advanced stage, Treasury official
says

A senior Treasury official said at a 4 May American Bar
Association (ABA) Tax Section meeting that proposed
regulations on the Corporate Alternative Minimum Tax (CAMT)
— at least on the corporate side — are in a very advanced

stage. He suggested further work is needed, underscoring

how the corporate provisions will interact with tax accounting,
international tax, and partnerships in the broad-based package.

The official further said Treasury is running through how
potential pitfalls will interact from a policy perspective. Once
the package is proposed, he said the government will seek
comments on how the rules fit together. According to the
official, the collective notices issued over the past year and
a half have built a cohesive package that incorporates many
past comments. The package will be further improved after
proposed regulations are issued and additional comments
are received, he said.

US opposes global wealth tax on billionaires

Treasury Secretary Janet Yellen in May 2024 was quoted
as saying that the US government opposes an annual
global wealth tax imposed on billionaires. A recently
floated proposal calling for a 2% annual tax has received
the support of some G20 Finance Ministers. President
Biden has proposed a 25% tax on total income, including
unrealized capital gains, for taxpayers with wealth
exceeding $100 million.


https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.irs.gov%2Fpub%2Firs-drop%2Fn-24-43.pdf&data=05%7C02%7CCarolyn.Wright1%40ey.com%7C88aeacfcccfd4bae432d08dc7b3d2d12%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638520749885062816%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=4zM4xixCJ%2BFr3kf05zptNrcP%2BZJAS7CfNzb6iSf%2FMvs%3D&reserved=0
https://www.irs.gov/pub/irs-drop/rp-24-24.pdf
https://www.irs.gov/pub/irs-drop/n-24-38.pdf

Also in regard to the CAMT, other US officials in early

May were quoted as saying the recent penalty waiver for
companies that fail to make their CAMT quarterly payment
could be further extended.

The IRS issued Notice 2024-33 in April, waiving the

penalty under Section 6655 for a corporation»s failure

to pay estimated tax payments attributable to a portion

of a corporation's CAMT due on or before 15 April 2024,
or 15 May 2024 (for fiscal-year taxpayers whose tax year
begins in February 2024). This was the second time the IRS
has waived the penalty. In June 2023, the IRS waived the
penalty for the 2023 tax year.

Final crypto reporting rules coming in 2024
Final crypto reporting regulations under Section 6045 are

expected to be issued later this year, according to an IRS official.

The final rules reportedly will provide further clarification,
including in regard to transfer statements.

Treasury and the IRS published proposed regulations

on digital asset reporting (REG-1122793-19) in August
2023 to implement changes to Section 6045 made by

the Infrastructure Investment and Jobs Act in 2021. The
package adopted many of the longstanding concepts

and terms that apply to sales of securities, including the
reporting of a customer's tax basis and gross proceeds
from a sale; it also redefined key terms and introduced new
standards that apply uniguely to digital assets

IRS proposed regulations would expand guidance
on foreign trusts and large foreign gifts

The IRS on 7 May released proposed regulations
(REG-133850-13) providing its interpretation of the
statutes governing information reporting for foreign qgifts
and foreign trusts. The proposed regulations largely draw
from Notice 97-34, the last major piece of administrative
guidance issued on the subject.
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The IRS, however, clarified or expanded key areas that
require close attention by tax practitioners, especially as
these regulations would impact the preparation of Forms
3520, Annual Return to Report Transactions With a Foreign
Trust and Receipt of Certain Foreign Gifts, and 3520-A,
Annual Information Return of Foreign Trust With a US Owner.

The proposed regulations would address the following
sections of the Internal Revenue Code:

» Section 643(i), which treats any loan of cash or marketable
securities from a foreign trust as a distribution (potentially
resulting in taxable income), if the loan is made to a US
person who is either the grantor or beneficiary, or related
to the grantor or beneficiary, of a foreign trust

» Section 679, which treats a US person who transfers
property to a foreign trust as the owner of the portion of
the trust attributable to the property transferred to the
trust if there is a US beneficiary of any portion of the trust

» Section 6039F, which requires a US person to report the
receipt of large qifts or bequests from foreign trusts (failure
to properly report permits the IRS to recharacterize the gift
or bequest as income)

» Sections 6048 and 6677, which require a US person
to report transactions with foreign trusts and impose
penalties on any taxpayer that fails to do so

The regulations would apply to transactions with foreign
trusts and the receipt of foreign gifts in tax years beginning
after the date the final requlations are published in the
Federal Register.

Taxpayers, however, may rely on the proposed regulations
for any tax year ending after 8 May 2024, and beginning
on or before the date the final requlations are published
in the Federal Regqister, provided they apply the proposed
regulations in their entirety and in a consistent manner.


https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.irs.gov%2Fpub%2Firs-drop%2Fn-24-33.pdf&data=05%7C02%7CCarolyn.Wright1%40ey.com%7C605ce2adb77242e97ded08dc70fdc47e%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638509482463636941%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=ETtHpxM7Ol4dyZtOv8r2aQQtuz8qtmnV3cHxreL%2B2Nk%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fpublic-inspection.federalregister.gov%2F2023-17565.pdf&data=05%7C02%7CCarolyn.Wright1%40ey.com%7C88aeacfcccfd4bae432d08dc7b3d2d12%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638520749885069463%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=i3yiulO%2FwDy3t3qeFGtA0he6SGEnOVU4StDrSTvSuKg%3D&reserved=0
https://public-inspection.federalregister.gov/2024-10579.pdf?utm_campaign=pi+subscription+mailing+list&utm_medium=email&utm_source=federalregister.gov
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OECD developments

More OECD BEPS 2.0 GloBE guidance coming

Two more rounds of OECD administrative guidance regarding
BEPS 2.0 global anti-base erosion (GloBE) are expected in
2024. Speaking at a Washington conference on 30 May, a
Treasury official was quoted as saying the guidance “will
include certain administrative simplifications and also some

key structural rules which should generally be favorable” for US
multinationals. He said that future administrative guidance is
expected to cover issues addressed in past guidance, including
the qualified domestic minimum top-up tax (QDMTT) safe
harbor rules and hybrid anti-arbitrage arrangements.

The official also offered insight into other ongoing Pillar Two-
related projects including the GloBE information return that
is expected to be exchanged between relevant jurisdictions
in 2026. Other areas of discussion include advance tax
certainty mechanisms and a new multilateral convention for
addressing global anti-base erosion disputes.

BEPS Pillar One MLC on track for signature in
June, official says

The OECD Inclusive Framework on BEPS still plans to open
the Pillar One multilateral convention (MLC) for signature in
June, according to Manal Corwin, the director of the OECD
Centre for Tax Policy and Administration.

Speaking at a conference in Washington, D.C. on 17 May,
Corwin said that although some technical issues remain
outstanding, “there has been significant progress on closing
the gaps on those issues.” Underscoring the progress,
Corwin added that the co-chairs of the Inclusive Framework
steering group have forwarded proposed text changes to the
OECD Task Force on the Digital Economy for comment.

Work is also continuing to finalize Pillar One Amount B
provisions, she said. Amount B is intended to simplify and
streamline the application of the arm’'s-length principle

to baseline marketing and distribution activities, with a
particular focus on the needs of low-capacity countries
(Amount B approach). The OECD published the final report
on Pillar One Amount B on 19 February 2024.


https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.oecd.org%2Ftax%2Fbeps%2Fglobe-information-return-pillar-two.pdf&data=05%7C02%7Cjohn.turro%40ey.com%7C1a276be6cdc043deb01a08dc81adcc63%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638527831369782789%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=UDlVXP%2B7KwLIhWdYNvr%2FPoPjnjPdJUMdwW2dw9STbKM%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fdoi.org%2F10.1787%2F21ea168b-en&data=05%7C02%7CCarolyn.Wright1%40ey.com%7C88aeacfcccfd4bae432d08dc7b3d2d12%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638520749885075673%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=IDrW2c4CZa0YvfiTMSL1W3nj%2BS%2BeEbrQco5sZ5DJ2Tk%3D&reserved=0
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