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New IRS Information Reporting Obligations for
Corporate Actions Affecting Tax Basis Become
Effective
By Thomas A. Humphreys and Remmelt A. Reigersman
The new year brings with it new tax reporting obligations with respect to certain corporate actions affecting tax basis.
Although the new reporting obligations were enacted as part of the Energy Improvement and Extension Act of 2008, they
became effective as of January 1, 2011, and the Internal Revenue Service (“IRS”) only recently issued final regulations.
The tax reporting rules provide that any domestic or foreign corporation (or entity treated as a corporation for federal
income tax purposes) must file an information return with the IRS or publish on its website certain information if an
1
organizational action (such as a stock split, a merger or an acquisition) affects the tax basis of any “specified security.” A
2
“specified security” generally includes any share of stock (including any American Depositary Receipt). The required
information includes, among other things, the type or nature of the organizational action and the quantitative effect of the
organizational action on the basis of the security in the hands of a U.S. taxpayer as an adjustment per share or as a
percentage of the old tax basis (including a description of the calculation, the applicable Internal Revenue Code provision
upon which the tax treatment is based, the data supporting the calculation such as the market values of securities and
valuation dates, any other information necessary to implement the adjustment including the reportable taxable year, and
3
whether any resulting loss may be recognized).
The information return must be filed by the corporation, or the information must be published on its website, on or before
th
the 45 day following the organizational action or, if earlier, January 15 of the year following the calendar year of the
organization action. If the information is made available on its website, the corporation must keep the information
accessible to the public for 10 years. No reporting is required if all holders of the securities affected are exempt recipients
which generally includes, but is not limited to, corporations (or entities treated as corporations for federal income tax
purposes), foreign holders, and tax-exempt organizations. These reporting rules are effective with respect to
organizational actions occurring on or after January 1, 2011 or, in the case of regulated investment companies, on or after
January 1, 2012. The IRS has not yet made a form available in connection with this return requirement.
Our clients should note that the reporting obligations apply to public and privately held domestic and foreign corporations.
For example, a foreign corporation not engaged in a U.S. trade or business but that has U.S. shareholders would be
required to file a return. The penalties for failure to comply are (i) $50 for each information return (with a calendar year
1

Section 6045B of the Internal Revenue Code.
The definition of “specified security” also includes, for example, any note, bond, debenture, or other evidence of indebtedness. Reporting with respect
to securities other than stock, however, is not required with respect to organizational actions occurring before January 1, 2013 (or such later date as
determined in Treasury regulations).
3
In addition, the corporation must, on or before January 15 of the year following the calendar year of the organizational action, furnish a written
statement with the same information to each holder of record of the security or to the holder’s nominee. In this respect, a corporation is deemed to
furnish such a holder or nominee statement if it satisfies the above-described public reporting requirement.
2
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maximum penalty amount of $250,000) or $100 if the failure to file is a result of intentional disregard of the filing
requirement without a maximum penalty amount, and (ii) $50 for each holder or nominee return (with a calendar year
maximum penalty amount of $100,000) or $100 if the failure to file is a result of intentional disregard of the filing
requirement without a maximum penalty amount.
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About Morrison & Foerster:
We are Morrison & Foerster—a global firm of exceptional credentials in many areas. Our clients include some of the
largest financial institutions, investment banks, Fortune 100, technology and life science companies. We’ve been
included on The American Lawyer’s A-List for seven straight years, and Fortune named us one of the “100 Best
Companies to Work For.” Our lawyers are committed to achieving innovative and business-minded results for our clients,
while preserving the differences that make us stronger. This is MoFo. Visit us at www.mofo.com.
Because of the generality of this update, the information provided herein may not be applicable in all situations and should
not be acted upon without specific legal advice based on particular situations.
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