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RAILROAD RETIREMENT BOARD

20 CFR Part 200

RIN 3220–AB31

General Administration; Disclosure

AGENCY: Railroad Retirement Board.
ACTION: Proposed rule.

SUMMARY: The Railroad Retirement
Board (Board) hereby proposes to
amend its regulations to permit
disclosure of pertinent information to a
consular official acting on behalf of a
compatriot who has claimed benefits
under the Railroad Retirement Act or
Railroad Unemployment Insurance Act.
DATES: Comments should be submitted
on or before October 14, 1997.
ADDRESSES: Secretary to the Board,
Railroad Retirement Board, 844 North
Rush Street, Chicago, Illinois 60611.
FOR FURTHER INFORMATION CONTACT:
Michael C. Litt, General Attorney,
Railroad Retirement Board, 844 North
Rush Street, Chicago, Illinois 60611,
(312) 751–4929, TDD (312) 751–4701,
TDD (FTS (312) 386–4701).
SUPPLEMENTARY INFORMATION: Section
200.8(g) of the regulations of the Board
provides for disclosure of information
obtained by the Board in the
administration of the Railroad
Retirement and Railroad Unemployment
Insurance Acts. This rulemaking would
amend § 200.8(g) to permit disclosure of
information to a consular official acting
on behalf of a compatriot who has
claimed benefits under the Railroad
Retirement Act, or Railroad
Unemployment Insurance Act. Only
information pertinent to his or her claim
may be disclosed.

The Board, with the concurrence of
the Office of Management and Budget,
has determined that this is not a major
rule for purposes of Executive Order
12866. Therefore, no regulatory analysis
is required. There are no information
collections associated with this rule.

List of Subjects in 20 CFR Part 200

Railroad employees.

For the reasons set out in the
preamble, title 20, chapter II, Part 200 of
the Code of Federal Regulations is
amended as follows:

PART 200—GENERAL
ADMINISTRATION

1. The authority citation for part 200
continues to read as follows:

Authority: 45 U.S.C. 231f(b)(5) and 45
U.S.C. 362; § 200.4 also issued under 5 U.S.C.
552; § 200.5 also issued under 5 U.S.C. 552a;
§ 200.6 also issued under 5 U.S.C. 552b; and
§ 200.7 also issued under 31 U.S.C. 3717.

2. Section 200.8 is amended by
adding new paragraph (g)(12) to read as
follows:

§ 200.8 Disclosure of information obtained
in the administration of the Railroad
Retirement Act and the Railroad
Unemployment Insurance Act.
* * * * *

(g) Authorized release of information.
* * *

(12) To any consular official, other
than a consular officer of a country to
which United States Treasury checks
and warrants may not be sent, acting in
behalf of a compatriot who has claimed
benefits under the Railroad Retirement
Act or Railroad Unemployment
Insurance Act, information that is
pertinent to the claim and that the
applicant himself could have upon his
or her own request.
* * * * *

Dated: August 5, 1997.
By authority of the Board.

For The Board,
Beatrice Ezerski,
Secretary to the Board.
[FR Doc. 97–21402 Filed 8–12–97; 8:45 am]
BILLING CODE 7905–01–P

DEPARTMENT OF THE TREASURY

Internal Revenue Service

26 CFR Part 1

[REG–105160–97]

RIN 1545–AV17

Qualified Nonrecourse Financing
Under Section 465(b)(6)

AGENCY: Internal Revenue Service (IRS),
Treasury.
ACTION: Notice of proposed rulemaking
and notice of public hearing.

SUMMARY: This document contains
proposed regulations under section
465(b)(6) regarding qualified
nonrecourse financing. The proposed
regulations address whether the
personal liability of an entity prevents
financing from being treated as qualified
nonrecourse financing and whether
qualified nonrecourse financing may be
secured by property that is incidental to
the activity of holding real property.
The proposed regulations would affect
partnerships and their partners. This
document also gives notice of a public
hearing scheduled for December 10,
1997.
DATES: Written comments and requests
to speak (with outlines of oral
comments) at the public hearing
scheduled for December 10, 1997, must
be received by November 19, 1997.
ADDRESSES: Send submissions to:
CC:DOM:CORP:R (REG–105160–97),
room 5228, Internal Revenue Service,
POB 7604, Ben Franklin Station,
Washington, DC 20044. In the
alternative, submissions may be hand
delivered between the hours of 8 a.m.
and 5 p.m. to: CC:DOM:CORP:R (REG–
105160–97), Courier’s Desk, Internal
Revenue Service, 1111 Constitution
Avenue NW., Washington, DC.

Alternatively, taxpayers may submit
comments electronically via the Internet
by selecting the ‘‘Tax Regs’’ option of
the IRS Home Page, or by submitting
comments directly to the IRS Internet
site at: http://www.irs.ustreas.gov/prod/
taxlregs/comments.html. The public
hearing will be held in room 2615,
Internal Revenue Building, 1111
Constitution Avenue, NW., Washington,
DC.
FOR FURTHER INFORMATION CONTACT:
Concerning the regulations, Jeffrey A.
Erickson, (202) 622–3070; concerning
submissions and the hearing, Michael
Slaughter, (202) 622–7190 (not toll-free
numbers).

SUPPLEMENTARY INFORMATION:

Introduction
This document contains proposed

regulations under section 465(b)(6) of
the Internal Revenue Code (Code).
Section 465, which applies to
individuals and certain corporations,
limits a taxpayer’s loss deduction for an
activity to the amount of the taxpayer’s
amount at risk in the activity at the
close of the taxable year. A taxpayer’s
amount at risk generally includes the
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amount of any cash and the adjusted tax
basis of any property contributed by the
taxpayer to the activity plus any
amounts borrowed for use in the activity
to the extent the taxpayer is personally
liable for repayment.

For the activity of holding real
property, a taxpayer may also include as
an amount at risk the taxpayer’s share
of any ‘‘qualified nonrecourse
financing’’ that is secured by real
property used in the activity of holding
real property, even though the taxpayer
is not personally liable for repayment of
the financing. Section 465(b)(6) defines
qualified nonrecourse financing as any
financing that (i) is borrowed by the
taxpayer for the activity of holding real
property; (ii) is borrowed by the
taxpayer from a qualified person or
represents a loan from any federal, state,
or local government or instrumentality
thereof, or is guaranteed by any federal,
state, or local government; (iii) except to
the extent provided in regulations, no
person is personally liable for
repayment; and (iv) is not convertible
debt.

Explanation of Provisions

I. Secured by Real Property

Section 465(b)(6)(A) provides that
qualified nonrecourse financing must be
secured by real property used in the
activity of holding real property. The
legislative history of section 465(b)(6)
suggests that qualified nonrecourse
financing can be secured only by real
property. H.R. Rep. No. 426, 99th Cong.,
1st Sess. 293 (1985), 1986–3 (Vol. 2)
C.B. 293; S. Rep. No. 313, 99th Cong.,
2d Sess. 748 (1986), 1986–3 (Vol. 3) C.B.
748. Section 465(b)(6)(E), however,
provides that the activity of holding real
property includes the holding of
personal property that is incidental to
making real property available as living
accommodations. Section 465(b)(6) does
not specifically provide that such
incidental property may be used to
secure qualified nonrecourse financing.
The proposed regulations provide that
financing can qualify as qualified
nonrecourse financing if, in addition to
the real property used in the activity of
holding real property, the financing is
secured by both real property and other
property that is incidental to the activity
of holding real property.

II. Personal Liability

Section 465(b)(6)(B)(iii) provides that,
except to the extent provided in
regulations, no person may be
personally liable for repayment of
qualified nonrecourse financing. The
legislative history of section 465 states
that regulations may provide rules

under which the guaranty, indemnity,
or personal liability of a person other
than the taxpayer does not cause the
financing to be treated as other than
qualified nonrecourse financing. H.R.
Rep. No. 426, 99th Cong., 1st Sess. 294
(1985), 1986–3 (Vol. 2) C.B. 294; S. Rep.
No. 313, 99th Cong., 2d Sess. 749
(1986), 1986–3 (Vol. 3) C.B. 749.

A partnership is treated as a person
under the Code. Thus, any financing for
which a partnership is personally liable
is not qualified nonrecourse financing
under section 465(b)(6)(B)(iii), even if
no partner is personally liable for the
financing. This result is inappropriate if
the only activity of the partnership is
the real property activity; the personal
liability of the partnership in that
situation is not meaningful and the
financing is the equivalent of
nonrecourse financing. Situations in
which a partnership is liable for
repayment, but no partner is personally
liable, may be unusual for general and
limited partnerships; however, such
situations may become increasingly
common with the use of limited liability
companies (LLCs) in which the LLC is
personally liable for its debts and the
members of the LLC are not liable. In
response, the proposed regulations
provide that the personal liability of a
partnership (including an LLC that is
treated as a partnership) is disregarded
in determining whether a financing is
qualified nonrecourse financing if the
entity’s only assets are real property
used in the activity of holding real
property or both real property and other
property that is incidental to the activity
of holding real property, and no other
person is liable for the financing.

In addition, section 465(b)(6) does not
specifically provide that financing may
qualify as qualified nonrecourse
financing if a person is personally liable
for a portion of the financing. Treating
the portion of the financing for which
no person is personally liable as
qualified nonrecourse financing would
not be inconsistent with the underlying
policy of section 465. Therefore, the
proposed regulations provide that the
portion for which no person is
personally liable can qualify as qualified
nonrecourse financing.

Proposed Effective Date
These regulations are proposed to be

effective for financing incurred on or
after the date final regulations are
published in the Federal Register.

Special Analyses
It has been determined that this notice

of proposed rulemaking is not a
significant regulatory action as defined
in EO 12866. Therefore, a regulatory

assessment is not required. It also has
been determined that section 553(b) of
the Administrative Procedure Act (5
U.S.C. chapter 5) does not apply to these
regulations, and because these
regulations do not impose on small
entities a collection of information
requirement, the Regulatory Flexibility
Act (5 U.S.C. chapter 6) does not apply.
Therefore, a Regulatory Flexibility
Analysis is not required. Pursuant to
section 7805(f) of the Internal Revenue
Code, this notice of proposed
rulemaking will be submitted to the
Chief Counsel for Advocacy of the Small
Business Administration for comment
on its impact on small business.

Comments and Public Hearing

Before these proposed regulations are
adopted as final regulations,
consideration will be given to any
written comments (preferably a signed
original and eight (8) copies) that are
submitted timely to the IRS. All
comments will be available for public
inspection and copying.

A public hearing has been scheduled
for December 10, 1997, at 10 a.m., in
room 2615, Internal Revenue Building,
1111 Constitution Avenue NW.,
Washington, DC. Because of access
restrictions, visitors will not be
admitted beyond the Internal Revenue
Building lobby more than 15 minutes
before the hearing starts.

The rules of 26 CFR 601.601(a)(3)
apply to the hearing.

Persons that wish to present oral
comments at the hearing must submit
timely written comments (preferably a
signed original and eight (8) copies) and
an outline of the topics to be discussed
and the time to be devoted to each topic
by November 19, 1997.

A period of 10 minutes will be
allotted to each person for making
comments.

An agenda showing the scheduling of
the speakers will be prepared after the
deadline for receiving outlines has
passed. Copies of the agenda will be
available free of charge at the hearing.

Drafting Information

The principal author of these
regulations is Jeffrey A. Erickson, Office
of Chief Counsel (Passthroughs and
Special Industries). However, other
personnel from the IRS and Treasury
Department participated in their
development.

List of Subjects in 26 CFR Part 1

Income taxes, Reporting and
recordkeeping requirements.
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Proposed Amendments to the
Regulations

Accordingly, 26 CFR Part 1 is
proposed to be amended as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation
for part 1 is amended by adding an entry
in numerical order to read as follows:

Authority: 26 U.S.C. 7805 * * *

§ 1.465–27(b)(3) also issued under 26
U.S.C. 465(b)(6)(B)(iii). * * *

Par. 2. Section 1.465–27 is added to
read as follows:

§ 1.465–27 Qualified nonrecourse
financing.

(a) In general. Notwithstanding any
provision of section 465(b) or the
regulations under section 465, in the
case of an activity of holding real
property, a taxpayer is considered at
risk with respect to the taxpayer’s share
of any qualified nonrecourse financing
that is secured by real property used in
such activity.

(b) Qualified nonrecourse financing—
(1) In general. For section 465(b)(6) and
this section, the term qualified
nonrecourse financing means any
financing—

(i) Which is borrowed by the taxpayer
with respect to the activity of holding
real property;

(ii) Which is borrowed by the
taxpayer from a qualified person or
represents a loan from any federal, state,
or local government or instrumentality
thereof, or is guaranteed by any federal,
state, or local government;

(iii) Except as otherwise provided in
paragraph (b)(3)(ii) of this section, for
which no person is personally liable for
repayment; and

(iv) Which is not convertible debt.
(2) Secured by incidental property. A

taxpayer will be considered at risk with
respect to the taxpayer’s share of any
qualified nonrecourse financing secured
by real property used in the activity of
holding real property, where such
financing is also secured by property
that is incidental to the activity of
holding such real property.

(3) Personal liability—(i) Partial
liability. If a person is personally liable
for repayment of a portion of a
financing, the portion of the financing
for which no person is personally liable
can qualify as qualified nonrecourse
financing.

(ii) Partnership liability. The personal
liability of an entity classified as a
partnership for repayment of a financing
shall be disregarded in determining
whether the financing is qualified
nonrecourse financing, if the only assets

of the partnership are either real
property used in the activity of holding
real property or both such real property
and other property that is incidental to
the activity of holding such real
property, and no other person is liable
for repayment of the financing.

(4) Examples. The following examples
illustrate the rules of paragraph (b) of
this section:

Example 1. Personal liability of
partnership; Incidental property. X is a
limited liability company that is classified as
a partnership for federal tax purposes. X is
engaged only in the activity of holding real
property. In addition to real property used in
the activity of holding real property, X owns
office equipment, a truck, and maintenance
equipment that it uses to support the activity
of holding real property. X borrows $500 to
use in the activity. X is personally liable on
the financing, but no member of X and no
other person is liable for repayment of the
financing. Under paragraph (b)(3)(ii) of this
section, the personal liability of X for
repayment of the financing is disregarded
when determining whether the financing is
qualified nonrecourse financing. Under
paragraph (b)(2) of this section, the personal
property is treated as incidental personal
property used in the activity of holding real
property. Therefore, assuming the financing
satisfies the other requirements for qualified
nonrecourse financing, the financing will be
treated as qualified nonrecourse financing.

Example 2. Bifurcation of financing. The
facts are the same as in Example 1, except
that A, a member of X, is personally liable
for repayment of $100 of the financing.
Under paragraph (b)(3)(i) of this section, the
portion of the financing for which A is not
personally liable for repayment ($400) can
qualify as qualified nonrecourse financing.

(c) Effective date. This section is
effective for financing incurred on or
after the date the final regulations are
published in the Federal Register.
Michael P. Dolan,
Acting Commissioner of Internal Revenue.
[FR Doc. 97–21418 Filed 8–12–97; 8:45 am]
BILLING CODE 4830–01–U

ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 721

[OPPTS–50627; FRL–5720–2]

RIN 2070–AB27

Significant New Uses of Certain
Chemical Substances

AGENCY: Environmental Protection
Agency (EPA).
ACTION: Proposed rule.

SUMMARY: EPA is proposing significant
new use rules (SNURs) under section
5(a)(2) of the Toxic Substances Control

Act (TSCA) for four chemical substances
which are the subject of premanufacture
notices (PMNs) P–95–1584, P–96–1674/
1675, and P–97–267. This proposal
would require certain persons who
intend to manufacture, import, or
process these substances for a
significant new use to notify EPA at
least 90 days before commencing any
manufacturing, importing, or processing
activities for a use designated by this
SNUR as a significant new use. The
required notice would provide EPA
with the opportunity to evaluate the
intended use, and if necessary, to
prohibit or limit that activity before it
can occur.
DATES: Written comments must be
received by EPA by September 12, 1997.
ADDRESSES: Each comment must bear
the docket control number OPPTS–
50627 and the name(s) of the chemical
substance(s) subject to the comment. All
comments should be sent in triplicate
to: OPPT Document Control Officer
(7407), Office of Pollution Prevention
and Toxics, Environmental Protection
Agency, 401 M Street, SW., Room G–
099, East Tower, Washington, DC 20460.

Comments and data may also be
submitted electronically by following
instructions under Unit IX of this
document. No confidential business
information (CBI) should be submitted
through e-mail.

All comments which are claimed
confidential must be clearly marked as
such. Three additional sanitized copies
of any comments containing CBI must
also be submitted. Nonconfidential
versions of comments on this rule will
be placed in the rulemaking record and
will be available for public inspection.
FOR FURTHER INFORMATION CONTACT:
Susan Hazen, Director, Environmental
Assistance Division (7408), Office of
Toxic Substances, Environmental
Protection Agency, Rm. E–543B, 401 M
St., SW., Washington, DC 20460,
telephone: (202) 554–1404, TDD: (202)
554–0551; e-mail: TSCA-
Hotline@epamail.epa.gov.
SUPPLEMENTARY INFORMATION: This
proposed SNUR would require persons
to notify EPA at least 90 days before
commencing the manufacture, import,
or processing of P–95–1584, P–96–1674/
1675, and P–97–267 for the significant
new uses designated herein. The
required notice would provide EPA
with information with which to evaluate
an intended use and associated
activities.

I. Authority
Section 5(a)(2) of TSCA (15 U.S.C.

2604(a)(2)) authorizes EPA to determine
that a use of a chemical substance is a
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