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The enclosed report recommends that the Internal Revenue Service and
Treasury develop a program of providing guidance on generic issues that
arise under U.S. income tax treaties. The guidance would be unilateral,
limited to issues that are determined under U.S. tax law. Given the
relatively limited guidance today, we believe that further guidance,
whether in regulations or rulings, would be extremely useful.

The report sets out a number of areas that we believe should be considered
as candidates, including (1) the ability of taxpayers to rely on technical
explanations of treaties, (2) the ownership of shares of stock through
disregarded and other fiscally transparent entities, (3) the effect of
reorganizations on the 12 month holding period required for the zero rate
of withholding on subsidiary-parent dividends, (4) the treatment of
business profits of fiscally transparent entities, (5) the “consistency™ rule
set out in Rev. Rul. 84-17, (5) the attribution of business profits to a
permanent establishment under both more recent treaties that expressly
incorporate the OECD Transfer Pricing Guidelines and “older” treaties
that do not, (6) limitation on benefit articles and (6) treaty articles dealing
with income of sportsmen and entertainers.
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We would be pleased to discuss these or any other treaty guidance issue with you if that would
be helpful in formulating such a program.

Very truly yours,

Peter H. Blessing
Chair
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