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Message from the Coordinator

Important Dates to Remember:

January 31, 2001 — By this date Fishing boat op-
erators must have given a 2000 Form 1099-MISC,
Miscellaneous Income, to certain crew members
who were self-employed. If you have not issued
Forms 1099 by that date, please provide the Form
1099-MISC to your crew member as soon as possi-
ble.

February 28, 2001 — By this date Fishing boat op-
erators must send Copy A of Forms 1099-MISC to
the IRS using Form 1096, Annual Summary and
Transmittal of U.S. Information Returns.

March 1, 2001 — For Fishermen, if at least two-
thirds of your gross income for either 1999 or 2000
was from fishing, you can file your 2000 Form 1040
by this date and pay your tax in full without penalty
(estimated tax penalty). When you file your return,
remember to attach Form 2210-F, Underpayment of
Estimated Tax by Farmers and Fishermen.

If you file your 2000 return and pay your entire tax
liability prior to March 1, 2000, but still receive an
estimated tax penalty notice from the Service Cen-
ter, it is important that you immediately write to the
address on the notice and explain why you think the
notice was in error. Do not ignore a penalty notice
even if you think it was sent to you by mistake.

If you received an estimated tax penalty notice in
the past and paid the penalty without questioning it,
but now feel you did not owe any penalty, you can
file Form 843 requesting the penalty amount be re-
funded to you.

Mark Primoli
National Commercial Fishing Coordinator

Please send us your topic ideas and questions....

E-mail: mark.c.primoli@irs.gov or
fishing.assistance@irs.gov

By mail: 316 North Robert St.
Mail Stop 4121, Attn: MPrimoli
St. Paul, MN 55101

Phone: 651-312-7898
FAX: 651-312-7755

Transfer of Limited Entry Permits

The following question was submitted by one of our
readers:

As fishermen get older, it is common for them to sell
or transfer their permit to a sibling or non-spouse
relative. If these were originally pre-91 permits,
would they then qualify for amortization

after such a transfer? Would there be any affect on
amortization if the sale of the permit was on an in-
stallment agreement as opposed to a cash sale?

The method of sale (cash versus installment sale)
has no affect on the amortization of the permit.

If after August 10, 1993 (or after July 25, 1991, if a
valid election is made), a taxpayer acquires a permit
from a person that he is considered to be related to
under IRC section 267(c)(4), and this related person
held or used the permit at any time during the transi-
tion period, then the taxpayer will not be eligible to
amortize the permit. If the related person did not
hold or use the permit at any time during the transi-
tion period, amortization will be allowable.

Also, if the taxpayer acquires the permit from a
family member who is other than a brother, sister,
spouse, parent/grandparent (etc.), and
child/grandchild/etc., the permit will be amortiz-
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able. However, the anti-abuse rules will operate to
disallow amortization in a situation where person #1
transfers a permit to person #2, a family member
who is not considered to be related to person #1 un-
der IRC section 267(c)(4), such as a cousin, niece,
or nephew. This "unrelated" person #2 then trans-
fers the permit to person #3, someone who is a re-
lated person, under the IRC section 267(c)(4) defini-
tion, to person #1. If the purpose of this intermedi-
ary transfer to person #2 is to achieve a tax result
that is inconsistent with the purposes of section 197
(such as making the permit amortizable to person #3
when it wouldn't have been amortizable if trans-
ferred directly from person #1 to person #3), the
Commissioner can recast the transaction for Federal
tax purposes as appropriate to achieve tax results
that are consistent with the purposes of section 197.
See Temporary Treasury Regulation 1.197-2 (h),
IRC section 267(b) and IRC section 267(c)(4).

Another Question....

Assume one spouse, by death or disability, transfers
a post-91 limited entry permit to the other spouse.
The same basis for that permit will transfer with it
to the new fishing spouse. Will annual amortization
remain as it was, or does the transfer create a new
start for the 15-year amortization period using the
transferred basis?

The answer depends upon whether the permit is
transferred between spouses due to death or for any
other reason. If it is transferred for any reason other
than death, annual amortization remains as it was.

For example, if for disability reasons a husband,
who is the sole owner of the permit (no joint owner-
ship with the wife), transfers the permit ($150,000
cost) to his spouse on May 19, 2000 (instead of sell-
ing it to a third party on October 1, 2000). The hus-
band will be entitled to 4 months of amortization on
his 2000 tax year Schedule C, or $3,333
($150,000/15 years = $10,000/year x 4/12 year =
$3,333).

If the wife uses the permit in her fishing business, it
will be amortizable to her also. In the 2000 tax year,
if her fishing business originates on or before May
19, 2000, she will be entitled to $6,667 of amortiza-
tion on her Schedule C ($150,000/15 years =
$10,000/year x 8/12 year = $6,667). As of January

1, 2001, the wife has 9 1/2 years left to amortize the
permit. The amortization will be $10,000/year for
the 2001 through 2009 tax years. Tax year 2010 is
the last year in the 15 year amortization period, and
$5,000 will be allowed in this year as only a half
year of amortization is left for this year. Remember
that in the initial year, 1995, the husband was only
allowed 6 months of amortization.

Transfer due to death...

If the transfer of property is due to death of the hus-
band, generally IRC section 1014 is applicable. IRC
section 1014 is entitled "Basis of property acquired
from a decedent". The section lists 10 different
types of situations in which property is determined
to be acquired from or to have passed from the de-
cedent. The most common is property acquired by
bequest, devise, inheritance, or by the decedent's
estate from the decedent, or property acquired from
a decedent by reason of death, form of ownership,
or other conditions, if by reason thereof the property
is required to be included in determining the value
of the decedent's gross estate. Under section 1014,
the basis of property acquired from a decedent is the
fair market value of the property at the date of the
decedent's death or the fair market value of the
property on any available alternative valuation date,
if elected by the decedent's estate.

If the spouse uses the permit in her Schedule C fish-
ing business she will be entitled to amortize the
permit's fair market value over 15 years under sec-
tion 197 of the Code. You may recall from the prior
discussion that the anti-churning rules would not
allow a taxpayer to amortize a permit that was ac-
quired from their spouse if the permit was unamor-
tizable in the spouse's hands. Even though a spouse
is considered to be a related person under IRC sec-
tion 267(c)(4), and normally a taxpayer wouldn't be
entitled to amortize the permit if transferred from
their spouse, IRC section 197(f)(9)(D) states that the
anti-churning rules do not apply to the acquisition of
any property by the taxpayer if the basis of the
property in the hands of the taxpayer is determined
by IRC section 1014(a). Due to IRC section
197(£)(9)(D), the spouse is able to amortize the
permit.

This answer assumed that the husband was the sole
owner of the permit. If both spouses owned the



permit, then only 1/2 of the permit will receive a
fair market value with a new 15-year amortization
period. This is the half that section 1014(a) applies
to and is portion the wife acquired from the husband
after his death. The other half will continue to be
amortized with the original basis and the remaining
number of years as it remains the wife's portion of
the asset.

(This question was answered by Joan Olmstead
Associate Technical Coordinator, Anchorage,
Alaska)

Your are considered a self-employed
fisherman if.....

Certain fishermen who work on a fishing boat are
considered to be self-employed for purposes of em-
ployment and self-employment taxes. A fisherman
is considered self-employed if he meets all of the
following conditions:

1. He receives a share of the catch or a share of the
proceeds from the sale of the catch.

2. His share depends on the amount of the catch.

3. He receives his share from a boat (or from each
boat in the case of a fishing operation involving
more than one boat) with an operating crew that
is normally made up of fewer than 10 individu-
als. This requirement is considered to be met if
the average number of crew members on trips
the boat made during the last 4 calendar quarters
was less than 10.

4. He does not get any money for his work (other
than his share of the catch or of the proceeds
form the sale of the catch), unless the pay meets
all of the following conditions.

a) He does not get more than $100 per trip

b) He is paid only if there is some minimum
catch.

c) He is paid solely for additional duties (such
as for services performed as mate, engineer,
or cook) for which additional cash payments
are traditional in the fishing industry.

Tax Assistance Hotline, Forms Hotline,
Fax on Demand and Teletax

Taxpayer Assistance

Phone Numbers:

(800) 829-1040

Seven days a week, 24 hours a day

(800) 829-4059 TTY/TDD (Hearing Impaired)
Seven days a week, 24 hours a day

Call with general tax questions.

Tax Forms and Publications

(800) 829-3676, seven days a week, 24 hours a day.
Order free tax forms and publications.

IRS Internet Access
World Wide Web: WWW.IS.gov

The IRS Web Home Page allows convenient access
to tax information 24 hours a day. The Web Site
provides tax forms with instructions, publications,
the latest tax law changes, and much more informa-
tion for individuals and businesses.

Need Back Issues?

Back issues of the FIN are available. Please feel
free to request them by Month or Volume Number
by calling or e-mailing us.

If you change your E-mail
Address.....

If you are receiving this newsletter electronically
and you have changed your Internet provider, please
remember to send us a quick note advising us of any
change to your e-mail address.
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