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Legislation

US Congress to take up appropriations bills, 
consider US-Taiwan tax relationship
Congress ends its August recess after Labor Day with the 
Senate scheduled to return to Washington on 5 September 
and the House returning on 12 September. Much of September 
is still expected to be taken up by passage and subsequent 
reconciliation of appropriation bills that must be enacted before 
the government’s fiscal year-end on 30 September. 

The House Ways & Means Committee-passed American 
Families and Jobs Act from June – which addresses the 
Tax Cuts and Jobs Act “pre-cliffs” on Section 174 R&D 
expensing, Section 163(j) interest deduction limitations, and 
100% expensing – is considered to be House Republicans’ 
negotiating position for talks later this year if a year-end tax 
package materializes. 

Congress may also look to upgrade the US tax relationship with 
Taiwan when it returns from the August recess, following up on 
the enactment of a trade agreement in early August.

President Biden signed the United States-Taiwan Initiative on 
21st-Century Trade First Agreement Implementation Act  
(H.R. 4004) on 7 August 2023. The legislation stipulates 
that the United States Trade Representative must send 
negotiating texts to the relevant congressional committees 
during trade negotiations, and Congress must approve any 
trade agreements. This follows on-going dialogue between the 
American Institute in Taiwan and the Taipei Economic and 
Cultural Representative Office to enhance economic and 
commercial ties.

Separately, there are several legislative tax proposals in 
relation to Taiwan that are not mutually exclusive. 

Senate Finance Committee Chairman Ron Wyden (D-OR) 
and Ranking Member Mike Crapo (R-ID) announced that the 
Finance Committee will meet in September to mark-up tax 
legislation to strengthen the US economic relationship with 
Taiwan. Senator Wyden and Senator Crapo, along with House 
Ways & Means Committee Chairman Jason Smith (R-MO) and 
Ranking Member Richard E. Neal (D-MA) on 12 July released a 
discussion draft of legislation for a US-Taiwan tax agreement. 

In addition, the Senate Foreign Relations Committee on 
13 July approved the Taiwan Tax Agreement Act (S. 1457), 
which would authorize the President to negotiate and enter 
into a tax agreement. 

IRS news

IRS proposes updating regulations on consolidated 
returns, discarding unnecessary guidance
The IRS on 4 August 2023 released proposed regulations 
(REG-134420-10) for corporations that file US federal 
consolidated income tax returns. The proposed rules would 
update guidance under Section 1502 for statutory changes 
made over the last 50 years, modernize and clarify language, 
and facilitate taxpayer compliance. The proposed regulations 
would also partially or completely withdraw certain notices of 
proposed rulemaking and temporary regulations that are no 
longer necessary.

Most of the proposed changes would result in cleaning up 
the current regulations to remove references to inapplicable 
provisions, incorporate current provisions, and modernize 
the language.

Senate Finance Committee hearing on new IRS Chief Counsel planned
A Senate Finance Committee aide in late August week confirmed that a hearing on the Biden Administration’s nomination 
of Marjorie Rollinson to be the next IRS Chief Counsel will be on the committee’s agenda when the Senate returns from the 
August recess. Rollinson, a former IRS Associate Chief Counsel (International) was EY’s Deputy Director of National Tax 
among other senior EY positions. No date for a hearing has yet been set.

https://public-inspection.federalregister.gov/2023-14098.pdf
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To account for recent statutory changes, the proposed 
regulations would modify the definition of the term “tax” in 
Reg. Section 1.1502-5 for purposes of computing estimated 
taxes to add a reference to the corporate alternative 
minimum tax (CAMT) under Section 55(a) and the Base 
Erosion and Anti-abuse Tax (BEAT) under Section 59A. The 
proposed regulations did not, however, make conforming 
modifications in Reg. Section 1.1502-2 for purposes of 
computing the “tax liability” of a consolidated group.

The proposed regulations would also revise (1) Reg. Section 
1.1502-9 to incorporate changes made by the foreign tax 
regulations (TD 9882) that provided guidance for the Tax 
Cuts and Jobs Act statutory changes and (2) Reg. Sections 
1.1502-4 and -79(d) to reflect changes to the foreign tax 
credit carryover and carryback rules enacted since 1966.

The one substantive change proposed by the regulations 
would withdraw proposed regulations from 2001  
(REG-137519-01) as being unnecessary to prevent 
duplicative stock basis reductions. The 2001 proposed 
regulations would have clarified that Section 358 does not 
reduce stock basis for the assumption of certain liabilities 
described in Section 357(c)(3) in intercompany Section 
351 transactions despite the general inapplicability of 
Section 357(c) to these transactions under Reg. Section 
1.1502-80(d). As a result, there would have been a single, 
subsequent stock basis reduction under Reg. Section 
1.1502-32 when the assumed liability generated a deduction.

The preamble of the proposed regulations indicates that 
the withdrawal of the 2001 proposed clarification appears 
to shift the single stock basis reduction up front, by allowing 
Section 358 to reduce the basis at the time of the Section 351 
transaction and prevent the subsequent investment adjustment 
under generally applicable, existing anti-duplication rules in Reg. 
Sections 1.1502-32(a)(2) and -80(a)(2). 

IRS issues proposed regs on broker reporting 
requirements for digital asset sales and 
exchanges
The IRS on 25 August 2023 released proposed regs  
(REG-122793-19) that would require brokers, including 
digital asset trading platforms, digital asset payment 
processors and certain digital asset hosted wallets, to file 
information returns on certain sales or exchanges of digital 
assets. Brokers would also have to provide payee statements 
to customers on a new Form 1099-DA to inform them of the 
transactions being reported to the IRS. 

The 282-page regulations would apply to sales or exchanges 
of digital assets that take place on or after 1 January 2025. 
In addition, the proposed regs would require brokers to 
include gain or loss and basis information for certain sales 
that take place on or after 1 January 2026. Written comments 
on the proposed regs must be submitted by 30 October 2023; 
a public hearing has been scheduled for 7 November.

The IRS notes that digital assets have grown in popularity 
both as a payment method and as an investment or trading 
asset. According to a GAO report cited in the preamble, limits 
on third-party information reporting to the IRS generally are 
an important factor contributing to the tax gap (the difference 
between taxes legally owed and taxes actually paid.)

Cryptocurrency stakers must include rewards in 
gross income upon gaining control 
The IRS in August 2023 published Revenue Ruling  
2023-14, announcing that taxpayers using the cash-method 
of accounting must include the rewards from cryptocurrency 
staking in gross income in the year they gain control of the 
rewards.

IRS extends FATCA penalty relief for certain dividend equivalent payments 
On 25 August, the IRS updated the Frequently Asked Questions on the FATCA webpage (FAQ 23 (Q23)), extending penalty 
relief for the 2022, 2023, and 2024 calendar years in limited situations where a withholding agent is reporting dividend 
equivalent amounts on transactions involving covered partnerships. 

https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fpublic-inspection.federalregister.gov%2F2023-17565.pdf&data=05%7C01%7Cjohn.turro%40ey.com%7C8cddca9173874da2b0e008dba5caedf5%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638286063220090017%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=n3WT9Hc20BOI8DITAppOiT7p0qf%2BakTHAQkYRVQhVwY%3D&reserved=0
https://www.irs.gov/pub/irs-drop/rr-23-14.pdf
https://www.irs.gov/pub/irs-drop/rr-23-14.pdf
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Flnks.gd%2Fl%2FeyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMTcsInVyaSI6ImJwMjpjbGljayIsInVybCI6Imh0dHBzOi8vd3d3Lmlycy5nb3YvYnVzaW5lc3Nlcy9jb3Jwb3JhdGlvbnMvZnJlcXVlbnRseS1hc2tlZC1xdWVzdGlvbnMtZmFxcy1mYXRjYS1jb21wbGlhbmNlLWxlZ2FsI2NvbGxhcHNlQ29sbGFwc2libGUxNjkyODkzNjU3NjY5IiwiYnVsbGV0aW5faWQiOiIyMDIzMDgyNC44MTYxNTk2MSJ9.1teDadnnSAXY8uAX08qmYcGnQ1SPFZp_SIEzY4w4nkA%2Fs%2F1491168944%2Fbr%2F224785196722-l&data=05%7C01%7Cjohn.turro%40ey.com%7Ce225ed72f1b5446777db08dba57f6c60%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638285738921518284%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=Gb9w70NGcfbwDbf2I%2FPM5X6yOB4Iq01ZD7ctpbYplPc%3D&reserved=0
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OECD news

Progress reported on BEPS Amount A, Pillar One, 
further work on Pillar Two safe harbors
The OECD Director of the Centre for Tax Policy and 
Administration said in mid-August that certain open issues 
related to Amount A in Pillar One (new nexus/taxing right) in 
the upcoming Multilateral Convention (MLC) are expected to 
be resolved by early fall. Manal Corwin said during a public 
podcast that “there are a small number of discrete technical 
points that involve a few jurisdictions, and when those are 
resolved, that will put us in a position to then finalize the text 
of the MLC.”

Earlier, an OECD official said that work will begin in 
September to address arbitrage tax planning that reportedly 
aims to “leverage” BEPS 2.0 Pillar Two safe harbors “beyond 
what was anticipated or expected.” 

A US Treasury official further elaborated that the OECD 
Working Party No. 11 is well aware of planning and will 
be issuing anti-arbitrage guidance “as soon as possible.” 
Working Party No. 11 was established with responsibility 
under the BEPS project for developing recommendations 

As background, holders of cryptocurrency native to a proof-
of-stake blockchain can receive rewards of newly-created 
units of that cryptocurrency by participating in a proof-of-
stake consensus mechanism, where the holders “stake” their 
holdings and validate new blocks on the blockchain.

The IRS concluded that cash-method taxpayers that stake 
cryptocurrency native to a proof-of-stake blockchain, either 
personally or through a cryptocurrency exchange, and 
receive rewards of additional units of cryptocurrency must 
include the fair market value of the rewards in their gross 
income in the tax year in which they gain dominion and 
control over those rewards. 

Revenue Ruling 2023-14 is broadly consistent with the 
IRS’s position in Notice 2014-21 that those earning 
cryptocurrency as payment for goods or services 
(e.g., mining) must include the fair market value of the 
cryptocurrency as of the date that the virtual currency was 
received when computing gross income.

The ruling does not address the significant cross-border 
issues involving staking rewards, such as whether receipt is 
subject to withholding or how the income is characterized in 
the hands of a controlled foreign corporation.

Tax treaties 

Russia suspends US-Russia, other tax treaties
Russia on 8 August 2023 reportedly suspended certain 
double tax treaty benefits with countries that Russia designates 
as “unfriendly states.” According to press reports, Russian 
President Putin signed a decree on 8 August suspending 
certain provisions in tax treaties with 38 countries, including 
the United States, Canada, the United Kingdom and Australia. 

Press reports also indicate that the suspension will remain “until 
foreign states eliminate the violations they have committed 
of the legitimate economic and other interests of the Russian 
Federation, the rights of its citizens and legal entities.”

IRS offers electronic request for relief for 
certain late-filed international documents, 
forms
The IRS announced in August that taxpayers that are 
not under examination will now have a better option 
to electronically request relief for certain late-filed 
international documents and forms. The new option, 
part of the IRS’s paperless processing initiative, will 
allow for eFax filings and will apply to Relief for Gain 
Recognition Agreements, Late Filing Relief for Dual 
Consolidated Losses, and Relief for Partnership Gain 
Deferral Contributions.

https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.irs.gov%2Fbusinesses%2Finternational-businesses%2Frelief-for-gain-recognition-agreements&data=05%7C01%7CCarolyn.Wright1%40ey.com%7C3a5a19deb4c24372913308db9feffe95%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638279625336894856%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=ckgWvl9re3%2B5odYCckpNey%2B9iIGrDwmeDqZGjqU2%2BQc%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.irs.gov%2Fbusinesses%2Finternational-businesses%2Frelief-for-gain-recognition-agreements&data=05%7C01%7CCarolyn.Wright1%40ey.com%7C3a5a19deb4c24372913308db9feffe95%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638279625336894856%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=ckgWvl9re3%2B5odYCckpNey%2B9iIGrDwmeDqZGjqU2%2BQc%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.irs.gov%2Fbusinesses%2Finternational-businesses%2Flate-filing-relief-for-dual-consolidated-losses&data=05%7C01%7CCarolyn.Wright1%40ey.com%7C3a5a19deb4c24372913308db9feffe95%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638279625336894856%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=7UvPKgCY4J8wabUWJpMs7n93xA4shDwi3fqKlzIXxpM%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.irs.gov%2Fbusinesses%2Finternational-businesses%2Flate-filing-relief-for-dual-consolidated-losses&data=05%7C01%7CCarolyn.Wright1%40ey.com%7C3a5a19deb4c24372913308db9feffe95%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638279625336894856%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=7UvPKgCY4J8wabUWJpMs7n93xA4shDwi3fqKlzIXxpM%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.irs.gov%2Fbusinesses%2Finternational-businesses%2Frelief-for-partnership-gain-deferral-contributions&data=05%7C01%7CCarolyn.Wright1%40ey.com%7C3a5a19deb4c24372913308db9feffe95%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638279625336894856%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=zaLcn3H110ElozsgbESfe1V0Pry4PIa2vMg8sq0vZfg%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.irs.gov%2Fbusinesses%2Finternational-businesses%2Frelief-for-partnership-gain-deferral-contributions&data=05%7C01%7CCarolyn.Wright1%40ey.com%7C3a5a19deb4c24372913308db9feffe95%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638279625336894856%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=zaLcn3H110ElozsgbESfe1V0Pry4PIa2vMg8sq0vZfg%3D&reserved=0
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United Nations 

UN releases final report on international tax 
cooperation
The United Nations (UN) in late August released a final 
report (dated 26 July 2023) suggesting alternative options 
to promote international tax cooperation. The report offers 
an analysis of the existing arrangements in international 
cooperation and provides other options to “make such 
cooperation fully inclusive and more effective and outlines 
potential next steps.” 

According to the report, enhancing the UN’s role “in tax-
norm shaping and rule-setting, with full consideration 
of existing multilateral and international arrangements, 
appears the most viable path for making international tax 
cooperation fully inclusive and more effective.” As in an 
earlier released draft, the final report identifies three options 
to be considered, including a tax multilateral convention, a 
framework convention on international tax cooperation, and 
a framework for international tax cooperation.

Global minimum tax filing simplification possible, 
OECD official says
A senior OECD official at the end of August 2023 was quoted 
as saying that it is “certainly possible and likely” that there 
will be simplifications made to how companies file global 
minimum tax information used to determine minimum tax 
liabilities. The GloBE Information Return was finalized this 
summer and includes a transitional framework for simplified 
reporting on a jurisdictional, rather than entity, basis, in 
addition to specifying how the information is to be shared 
among jurisdictions that implement the GloBE Rules. 

https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffinancing.desa.un.org%2Fsites%2Fdefault%2Ffiles%2F2023-08%2F2314628E.pdf&data=05%7C01%7Cjohn.turro%40ey.com%7C655f717415534d455c7408dbaa63d020%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638291118353508269%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=TlF9rqNaU%2F9950dp7ydrxlIEqFpekqjgWXoN0g6haYw%3D&reserved=0
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.oecd.org%2Ftax%2Fbeps%2Fglobe-information-return-pillar-two.pdf&data=05%7C01%7Cjohn.turro%40ey.com%7C655f717415534d455c7408dbaa63d020%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638291118353508269%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=I4D4AEAp514R52kROuSOYvjON2Hj9TAegcZvdc%2Ba9ws%3D&reserved=0
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