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election under section 1045 of the Code to defer recogni-
tion of gain on the sale of qualified small business stock.
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Form 1040 IRS e-file program. Participants in the Form
1040 IRS e-file program are informed of their obligations to
the Service, taxpayers, and other participants. Rev. Proc.
97-60 superseded.
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Form 1040 on-line filing program. Participants in the
Form 1040 on-line filing program are informed of their oblig-
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Section 408A; Roth IRAs, reporting requirements. This
notice describes certain reporting requirements for Roth
IRAs as described in section 408A of the Code and certain
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Notice 87-16 modified.
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The Service announces a delay in changes to Forms W-2 and
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Announcement of Declaratory Judgment Proceedings Under section 7428 begins on page 31.
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Mission of the Service

The purpose of the Internal Revenue Service is to collect
the proper amount of tax revenue at the least cost; serve
the public by continually improving the quality of our prod-

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to adminis-
ter the Internal Revenue Code. Tax policy for raising revenue
is determined by Congress.

With this in mind, it is the duty of the Service to carry out that
policy by correctly applying the laws enacted by Congress;
to determine the reasonable meaning of various Code provi-
sions in light of the Congressional purpose in enacting them;
and to perform this work in a fair and impartial manner, with
neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the Code. It
is the responsibility of each person in the Service, charged
with the duty of interpreting the law, to try to find the true
meaning of the statutory provision and not to adopt a
strained construction in the belief that he or she is “protect-
ing the revenue.” The revenue is properly protected only
when we ascertain and apply the true meaning of the statute.

ucts and services; and perform in a manner warranting
the highest degree of public confidence in our integrity, effi-
ciency, and fairness.

The Service also has the responsibility of applying and
administering the law in a reasonable, practical manner.
Issues should only be raised by examining officers when
they have merit, never arbitrarily or for trading purposes.
At the same time, the examining officer should never hesi-
tate to raise a meritorious issue. It is also important that
care be exercised not to raise an issue or to ask a court to
adopt a position inconsistent with an established Service
position.

Administration should be both reasonable and vigorous. It
should be conducted with as little delay as possible and
with great courtesy and considerateness. It should never
try to overreach, and should be reasonable within the
bounds of law and sound administration. It should, howev-
er, be vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax devices and
fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents of a permanent nature are consoli-
dated semiannually into Cumulative Bulletins, which are sold
on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury's Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemaking
and the disbarment and suspension list included in this part,
none of these announcements are consolidated in the Cumu-
lative Bulletins.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 42.—Low-Income Rev. Rul. 98-45 the Secretary would publish in the Inter-
Housing Credit In Rev. Rul. 90-60, 1990-2 C.B. 3, th 2 revenue Bulletin a table of *bond fac-
. . . tor” amounts for dispositions occurring
Low-income housing credit; satisfac- Internal Revenue Service prowded gu'dauring each calendar month.
tory bond; “bond factor” amounts for ~&nce to taxpayers concering the general t,ig revenue ruling provides in Table 1
the period July through September methodology used by the Treasury Deme pond factor amounts for calculating
1998.This ruling announces the monthlyPartment in computing the bond factoghe amount of bond considered satisfac-
bond factor amounts to be used by tay@mounts used in calculating the amount @bry under § 42(j)(6) for dispositions of
payers who dispose of qualified low-in-bond considered satisfactory by the Segualified low-income buildings or inter-
come buildings or interests therein duringetary under § 42(j)(6) of the Internalests therein during the period July through
the period July through September 1998 Revenue Code. It further announced th&eptember 1998

Table 1
Rev. Rul. 98-45
Monthly Bond Factor Amounts for Dispositions Expressed
As a Percentage of Total Credits

Calendar Year Building Placed in Service
or, if Section 42(f)(1) Election Was Made,
the Succeeding Calendar Year

Month of 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
Disposition

Jul '98 61.09 7525 7533 7722 79.49 82.08 8470 87.18 89.60 9221 94.81 97.21
Aug '98 61.09 7525 7513 77.01 79.27 81.85 84.47 86.93 89.35 91.97 9461 9721
Sep '98 61.09 7525 7493 76.81 79.06 8163 84.23 86.70 89.12 91.74 9442 97.21

For a list of bond factor amounts apSpecial Industries). For further informa-+orm 1040 on-line filing program, see Rev. Proc.
plicable to dispositions occurring duringtion regarding this revenue ruling, contac8-51. page 20.
other calendar years, see the followindyir. Malgeri at (202) 622-3040 (not a toll-
revenue rulings: Rev. Rul. 95-83, 19954free call).

2 C.B. 8, for dispositions occurring dur- Section 6061.—Signing of

ing calendar year 1995; Rev. Rul. 98-3, Returns and Other Documents

1998-2 I.R.B. 4, for dispositions occur-Section 6012.—Persons

ring during the calendar years 1996 anBequired To Make Returns of 56 CFR 1'6(;61.';.: .Sdig”:”g of returns and other

1997; Rev. Rul. 98-13, 1998-11 I.R.B. 4lncome ocuments by individuals.

for dispositions occurring during the pe- For the requirements for participation in the

riod January through March 1998; and® CFR 1.6012-5: Composite return inlieu of - Form 1040 IRSe-file program, see Rev. Proc.
specified form. 98-50. page 8.

Rev. Rul. 98-31, 1998-25 |.R.B. 4, for »pag

dispositions occurring during the period For the requirements for participation in the

; Form 1040 IRSe-file program, see Rev. Proc.
Apl’ll throth June 1998. 98-50, page 8. 26 CFR 1.6061-1: Signing of returns and other

DRAETING INFORMATION documents by individuals.

L . . - For the requirements for participation in the
6 CFR 1.6012-5: C te ret | f L
The principal author of this revenueﬁpecified torm. omposite refum Infied o Form 1040 on-line filing program, see Rev. Proc.

ruling is Jack Malgeri of the Office of As- 98-51, page 20.
sistant Chief Counsel (Passthroughs and For the requirements for participation in the

September 21, 1998 4 1998-38 |.R.B.



Part Ill. Administrative, Procedural, and Miscellaneous

Roth IRA Guidance Q. A-2. Can the model forms bebeen made to the SECOND IRA and not
) amended? to the FIRST IRA in accordance with the
Notice 98-49 A. A—2. Article IX of each of these rules in § 1.408A-5. To the extent that the

model forms permits certain amendmentgstructions for the 1998 Forms 1099-R
to be made to provisions of the Roth IRAand 5498 are inconsistent with the instruc-
This notice provides guidance re|atindn accordance with the instructions to th&ions for completing those forms provided
to Service-approved Roth IRA documentgnodel forms. For example, under thén this Q&A B-1, trustees must follow the
and IRA reporting requirements. In addimodel forms, a spouse who is the solguidance provided in this notice.
tion, this notice summarizes a number dﬂesignated beneficiary is deemed to have (1) Reporting by the trustee of the
recent changes in the law governing aglected to treat the Roth IRA, upon th&IRST IRA. The trustee of the FIRST
IRAs, which affect Notice 87—13, 1987—1death of the owner, as his or her own. TH&RA reports the contribution on Form
C.B. 432, and Notice 87—16, 1987—1 C.Bnodel forms can be amended to give 5498 showing the character of the contri-
446. surviving spouse who is the sole desigbution (rollover, conversion amount, or
Roth IRAs are a new type of IRA, de-nated beneficiary the option of not treatrégular). If the recharacterization (i.e.,
scribed in § 408A of the Internal Revenudng the Roth IRA, upon the death of théhe transfer) occurs in calendar year 1998,
Code (“Code”), that individuals can useowner, as his or her own. the tru_ste_e rgports the recharacterization
beginning in 1998. Section 408A was Q. A-3. Is the Service currently acS @ distribution on Form 1099-R show-
added to the Code by § 302 of the Taxcepting applications for opinion letters ori"g Code G for direct rollover and show-
payer Relief Act of 1997 (“TRA 97"), prototype Roth IRAS? ing t.he gross amount (cor_1tr|_but|_on and
Pub. L. 105-34, to authorize a new type A. A-3. The Service is not Currenﬂyearnlngs)_ in Box 1-Gross distribution and
of individual retirement arrangement (theaccepting applications for opinion letterd) (2€ro) in Box 2a-Taxable amount. For
“Roth IRA”). This notice reflects on prototype Roth IRAS. Announcement€characterizations that occur in later
changes relating to Roth IRAs containe@7-122, 1997-50 L.R.B. 63, states thafars, the trustee reports in accordance
in the Internal Revenue Service Restrudransitional relief similar to that providedWith applicable Federal tax forms and in-
turing and Reform Act of 1998 (the “IRSuNder Rev. Proc. 97-29, 1997-1 C gStructions. For recharacterizations that
Restructuring Act’), Pub. L. 105-206. 698, will be provided to sponsors andccur in 1999, itis anticipated that the in-
The Internal Revenue Service recentljheir customers who establish Roth IRASructions to Form 1099-R will indicate
issued proposed regulations, §§ 1.408A-with documents that have not been prdhat the trustee reports the recharacteriza-
through 1.408A-9, relating to Roth IRAsapproved by the Service. Thus, for exanf.o" as a distribution on Form 1099-R
which were published in the Federal Regple, if in January 1998 an individual mades_howmg new pode R for recharacteriza-
ister on September 3, 1998. This noticé contribution to a trust or custodial action and showing the gross amount (con-
incorporates definitions and terms that areount or purchased an annuity using doé[_|bu_t|on_ and earnings) n Box 1-Gross
contained in those proposed regulations.uments or associated written material thzﬁ'slt”blmon and 0 (zero) in Box 2a-Tax-
For more information on IRAs, includ- clearly designates the account or annui gallQmountt.. by the trust  the SEC
ing Roth IRAs, see Publication 590, Indi-s a Roth IRA, then, provided certain reblElD) Ilgiolr:g]rgreiha?ag;r?zzg arr?ounts-
vidual Retirement Arrangements (IRAs)guirements are met, the individual will be”" "~ :
and Publication 553, Highlights of 1997deemed to have established a Roth IR,rA\ecewed on or before December 31, 1998,
that are recharacterized as amounts con-

Tax Changes. on that date using a document approve .
by the Service for use as a Roth IRA. tributed in calendar year 1998, the trustee

PURPOSE AND BACKGROUND

SECTION A. SERVICE-APPROVED of the SECOND IRA reports the contribu-
ROTH IRADOCUMENTS SECTION B. IRAREPORTING tion as a rollover contribution on a 1998
~ REQUIREMENTS Form 5498. For recharacterized amounts
Q. A-1. Are there model forms avail- received after December 31, 1998, the
able for establishing a Roth IRA? Q. B-1. What reporting requirementsrustee reports in accordance with applic-

A. A-1. Yes. The Service has issuedpply to the trustees in the case of aple Federal tax forms and instructions. It
three model forms, Form 5305-R, Forntecharacterization of a contribution froms anticipated that the instructions to the
5305-RA and Form 5305-RB, that can ba FIRST IRA to a SECOND IRA as de-1999 Form 5498 will provide that a
used to establish a Roth IRA as a trust ascribed in § 1.408A-5 of the proposed Inrecharacterized amount received by the
count, a custodial account or an annuitgzome Tax Regulations? trustee of the SECOND IRA will continue
respectively. In the case of Form 5305— A. B-1. The general reporting requireto be reported as a rollover contribution,
RB, the model form is used as an endorseients for Roth IRAs are described in probut that (a) the checkbox entitled “Roth
ment to an insurance company’s annuitposed regulation 8 1.408A—7. In additiongonv.” on the 1998 Form 5498 will be
contract. Model forms issued by the Sertthe following reporting requirementsretitled to identify a contribution as a
vice contain pre-approved language thagpply to the trustees of the FIRST IRA andecharacterization, (b) the trustee of the
if followed, will satisfy the applicable the SECOND IRA when the IRA owner SECOND IRA will check both the box
statutory requirements. elects to treat a contribution as havingdentifying the contribution as a recharac-

1998-38 |.R.B. 5 September 21, 1998



terization contribution and the box thaprovides that the additional 10-percent ta%60,000. In the case of joint returns, the
identifies the type of IRA involved, anddoes not apply to IRA distributions forphase-out range is $50,000 to $60,000 for
(c) the recharacterization must be requalified higher education expenses of th&#998, rising to $80,000 to $100,000 for
ported on a Form 5498 that is separai®A owner, the owner’s spouse, or a chil®007 and later years. In addition, an indi-
from any Form 5498 otherwise requiredr grandchild of either. Qualified highervidual who is not an active participant but
for the SECOND IRA. education expenses include tuition, supgs married to someone who is can make a

Q. B-2. How does a trustee report oplies, and, for students who are at leastlly deductible traditional IRA contribu-
Form 1099-R a distribution from a Rothhalf-time, room and board. (See Noticgion if their combined adjusted gross in-
IRA that contains both regular and 19987-60, 1997-46 |.R.B. 8.) come is not more than $150,000, or a par-
conversion contributions? Section 303 of TRA 97 addedtially deductible traditional IRA

A. B-2. In the case of a distribution§ 72(t)(2)(F) to the Code, which providesontribution if their combined adjusted
from a Roth IRA that contains both reguthat the additional 10-percent tax does n@jross income is between $150,000 and
lar and 1998 conversion contributions, thepply to an IRA distribution to acquire a$160,000.
trustee must use Code K in Box 7 of Fornfirst-time home for the IRA owner or a Previous guidance relating to the active
1099-R. member of his or her family. To qualify, participant rules was provided in Part IA

the distribution must be used for costsf Notice 87-16. These rules continue to
gﬁingEN SC'I.' OOIE,ZER RECENT normally associated with acquiring a prinapply except as modified above.
cipal residence and the IRA owner (and if Q. C—4. Are there any changes to the

Q. C-1. What effect does the recharadnarried, the owner’s spouse), generallyermissible investments available in an
terization of a contribution (as describednust not have had an ownership interesRA?
in § 1.408A-5 of the proposed Incomdn & principal residence for the previous 2 A, C—4. Yes. Section 304 of TRA 97
Tax Regulations) have on the rules gowears. If the distributed money is noamended § 408(m) of the Code to permit
erning the nontaxable return of basis in thésed for such purpose, the money can hRAs to invest in certain platinum coins
case of traditional IRA distributions? recontributed by the 120th day after theind in gold, silver, platinum or palladium

A. C-1. Part Ill, “Distributions,” of distribution to the IRA without incurring bullion, provided the bullion is in the
Notice 87-16, sets forth the rules for calthe 10-percent tax. This exception for hysical possession of an IRA trustee.
culating the nontaxable return of basis ifirst-time home purchase is subject to a previous guidance relating to col-
the case of distributions from traditionalifetime cap of $10,000 for each IRA|ectibles was provided in Part V of Notice
IRAs. These rules continue to apply exowner; thus, an individual and his or heg7—16. These rules continue to apply ex-
cept as modified below. spouse would each be subject to a sepgept as modified above.

The total IRA account balances, théate $10,000 lifetime cap.
total nondeductible contributions, and the In addition, § 3436 of the IRS RestrucEFFECT ON OTHER DOCUMENTS

distribution amount (as these terms ar@lring Act added § 72(t)(2)(A)(vii) to the Notice 87—16 and Notice 87—13 are

used in Notice 87-16) for an individualCode, which provides that the additional ~ o
for a taxable year are each adjusted to ré0-percent tax does not apply to a distribu- '

flect recharacterized amounts contributetion from a qualified retirement plan, in-REQUEST FOR COMMENTS
to, or distributed from, the traditionalcluding an IRA, that is made on account of

IRAs. For purposes of making this ada levy under § 6331 on the qualified retire- The Service and Treasury invite com-

justment, the contribution that is beingnent plan. The provision applies to distriments and suggestions concerning the
recharacterized as a contribution to thbutions made after December 31, 1999. guidance provided in this notice. Any

SECOND IRA is treated as having been Previous guidance relating to § 72(tgorrespondence received will be evalu-
originally contributed to the SECONDWas provided in Part D of Notice 87-13ated to determine whether additional

IRA on the same date and (in the case of Ehese rules continue to apply except aguidance on Roth IRAs is necessary.

regular contribution) for the same taxablénodified above. In particular, comments are requested
year that the contribution was made to the Q. C-3. What changes are there in then appropriate reporting of recharacteri-
FIRST IRA. If the recharacterization“active participant” rules? zation transactions described in proposed

transaction occurs after the close of the A. C-3. Section 301 of TRA 97 regulation § 1.408A-5. The Service and
taxable year and if the recharacterizatioamended § 219 of the Code to provide fofreasury recognize that recharacterization
transaction involves a regular contribuincreased deductible contributions to tratransactions present novel reporting is-
tion for the prior taxable year, the recharditional IRAs that can be made by activesues for IRA trustees, and this notice pro-
acterization is disregarded for the prioparticipants in employer-sponsored retirevides for reporting such transactions in a
taxable year in determining the total IRAment plans. In 1998, the IRA deductiormanner that most closely approximates
account balances. available to an unmarried active particiveporting for ordinary IRA distributions,
Q. C-2. Are there any new exceptionpant is phased out ratably between adontributions and trustee-to-trustee trans-
to the 10-percent additional tax on earlyjusted gross income of $30,000 anders. However, the Service and Treasury
distributions from IRAS? $40,000. This phase-out range is inare considering other possible reporting
A. C-2. Yes. Section 203 of TRA 97creased annually until 2005 when thelternatives for recharacterization transac-
added § 72(t)(2)(E) to the Code, whiclphase-out range will be $50,000 tdions. For example, it might be appropri-
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ate to require that the recharacterized co8-313(a) of the Taxpayer Relief Act of A 8 1045 election must be made on
tribution be reported by the trustee of th&997, Pub. L. No. 105-34, 111 Stat. 788r before the later of December 31, 1998,
SECOND IRA on a Form 5498 for the(Aug. 5, 1997), and amended by § 6005()r the due date (including extensions) for
year for which it is treated as having beenf the Internal Revenue Service Restrudiling the income tax return for the taxable
contributed, even if the recharacterizatioturing and Reform Act of 1998, Pub. L.year in which the QSB stock is sold.
occurs in the subsequent year. Anothédo. 105-206, 112 Stat. 685 (July 22, .02Manner of Making the Election.
possible approach would be to requird998), generally allows a taxpayer other (1) In general.Except as provided
only the reporting by the trustee of theéhan a C corporation to elect not to recogh section 3.02(2) of this revenue proce-
SECOND IRA involved in the recharac-nize gain from the sale of QSB stock heldlure, the election is made by:
terization transaction that would havedy the taxpayer for more than six months. (a) reporting the entire gain from
been required if the contribution had inidf the taxpayer makes the election undethe sale of QSB stock on Schedule D,
tially been made to the SECOND IRA andg 1045 and this revenue procedure, gafRapital Gains and Losses, of the return in
never had been made to the FIRST IRA. from such sale is recognized only to th@ccordance with the instructions for
Comments can be addressed textent that the amount realized on the safechedule D;
CC:DOM:CORP:R (Notice 98-49), roomexceeds: (b) writing “section 1045 roll-
5228, Internal Revenue Service, POB (1) the cost of any QSB stock tha©ver” directly below the line on which the
7604, Ben Franklin Station, Washingtonthe taxpayer purchases during the 60-d&3ain is reported; and
DC 20044. In the alternative, commentgeriod beginning on the date of sale, re- (c) entering the amount of the gain
may be hand delivered between the houtkiced by deferred under § 1045 on the same line as
of 8 a.m. and 5 p.m. to CC:DOM:CORP:  (2) any portion of the cost of the re{(P) above, as a loss, in accordance with
R (Notice 98-49), Courier's Desk, Inter-placement QSB stock that was previousl{f€ instructions for Schedule D.
nal Revenue Service, 1111 Constitutiotaken into account under § 1045. How-  (2) Transition rule. If gain is re-
Avenue NW, Washington, DC. Alterna-ever, the election is not available to defdportable on a return filed before October
tively, taxpayers may transmit commentsny gain on the sale that is treated as ordg: 1998, and the return does not satisfy
electronically via the IRS Internet site atnary income for purposes of the Code. the requirements of section 3.02(1) of this
http://www.irs.ustreas.gov/prod/tax_regs/ .02 Under § 1045(b), “qualified small"€venue procedure but discloses the gain

comments.html. business stock” has the same meaning 880 includes an affirmative statement to
provided in § 1202(c). the effect that a § 1045 election applies to
DRAFTING INFORMATION .03 Section 1045(b)(5) provides thatthe gain, the requirements of section

The principal author of this notice isfor QSB stock held through passthrougﬁ'oz(l) will be tre_ated as sat_isfied and an
R Kuehnle of the Empl =y D-gntities, rules similar to the rules Ofamended return. IS not requ!red to make
oger Kuennle of the Employee Plans Di the § 1045 election. Otherwise, an origi-
vision. For further information regarding® 1202(9) apply for purposes of § 1045 al or amended return satisfving the re-
this notice, please contact the Employeg°" €xample, a passthrough entity ma uirements of section 3 02(1)yof9[his rev-
Plans Division’s taxpayer assistance telé‘—nake a § 1045 election if the e_ntlty sell nue procedure is reqL.jil’ed to make the
phone service at (202) 622-6074/6075SB stock held for more than six month 1045 electi ith (1 h qai

(not toll-free numbers), between the hour&"d Purchases replacement QSB sto ogsfo;(;lgfntm Elrscst[i):: o sHen oAl
f1:30 and 3:30 Eastern Ti Monduring the 60-day period beginning on the - :

or L:5U and 5:50 p.m. Eastern lime, Mon If a person has more than one sale of

day through Thursday. \(/jv?ttr? rg]; tZitstgli s;g%fbgg(g';t%fcgegertﬁ?SB stock in a taxable year that qualifies
P Y Er the § 1045 election, the person may

passthrough entity will flow through to rpake a § 1045 election for any one or
Section 1045: Rollover of Gain ~ taxpayers (other than C corporations) thal | " ¢ oo cajes.

From Qualified Small Business held interests in the entity during the en- .04 Revocation.

. ti iod in which th tity held th o
Stock to Another Qualified Small (Igrng:trcl)c():k wk;g/olcfor eiaemn :ey ifz asg- A § 1045 election is revocable only
Business Stock : ' Pie, PASSYith the prior written consent of the Com-

through entity sells QSB stock held formissioner. To obtain the Commissioner’s

Rev. Proc. 98-48 more than SIX months., an mdw@ual W.hoconsent, the person who made the § 1045
has held an interest in the entity durin

. L . . %lection must submit a request for a pri-
SECTION 1. PURPOSE the entire period in which the entity held, . |otter ruling in accordance with the
) ] the QSB stock and who purchases re:, . - o

This revenue procedure provides Proplacement QSB stock during the Go_daeprowsmns of Rev. Proc. 98-1, 1998-1

YR.B. 7 (or its successor).
cedures for taxpayers to make an electiqikriod beginning on the date of the sale of ( )

under § 1045 of the Internal Revenughe QSB stock may make the § 1045 eleSECTION 4. EFFECTIVE DATE
Code (*§ 1045 election”) to defer recog+jon with respect to the individual’s share This revenue procedure is effective for

fied small business stock (‘QSB Stock”). not defer under § 1045. &hles of QSB stock occurring after August

5, 1997.
SECTION 2. BACKGROUND SECTION 3. PROCEDURE DRAFTING INFORMATION
.01 Section 1045(a), as added by (1 Time for Making the Election. The principal author of this revenue

1998-38 |.R.B. 7 September 21, 1998



procedure is J. Peter Baumgarten of theECTION 15 ADMINISTRATIVE RE-
office of Assistant Chief Counsel (Income

Tax and Accounting). For further infor-

mation regarding this revenue procedure,

contact Mr. Baumgarten on (202) 622
4950 (not a toll-free call).

26 CFR 601.602: Tax forms and instructions.
(Also Part I, Sections 6012, 6061; 1.6012-5,
1.6061-1.)
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Form 1040A, or Form 1040EZ is a com-
posite return consisting of electronically
transmitted data and certain paper docu-
ments. The paper portion of the return
consists of Form 8453, U.S. Individual
Income Tax Declaration for an IRSfile
Return, and other paper documents that
cannot be electronically transmitted.
Form 8453 must be received by the Ser-
vice before the composite return is con-
sidered filed (see section 5.08 of this rev-
enue procedure). The composite return
must contain the same information that a
return filed completely on paper contains.
See section 7 of this revenue procedure
for procedures for completing Form 8453.
.03 Each year prior to the start of the
filing season, the Service will issue Publi-
cation 1345A, Filing Season Supplement
for Electronic Return Originators, and
Publication 1346, Electronic Return File

VIEW PROCESS FOR
SUSPENSION FROM
THE FORM 1040 IRSe-
file PROGRAM
SECTION 16 VITAAND TCE SPON-
SORED PARTICIPA-
TION IN THE FORM
1040 IRSe-file PRO-
GRAM
SECTION 17 EMPLOYER SPON-
SORED PARTICIPA-
TION IN THE FORM
1040 IRSe-file PRO-
GRAM
SECTION 18 PILOT PROGRAMS
SECTION 19 EFFECT ON OTHER
DOCUMENTS
SECTION 20 EFFECTIVE DATE
SECTION 21 INTERNAL REVENUE
SERVICE OFFICE CON-

TACT Specifications and Record Layouts for In-
SECTION 22 RPERWORK REDUC- dividual Income Tax Returns. These pub-
TION ACT lications list the forms and schedules as-

sociated with the Form 1040 series that
can be electronically transmitted during
the upcoming filing season.

WJoh'Sarret;/C?n:?eﬁ:}ofﬁsu;ir'r?]folrg] jotTlgSée .04 For purposes of the Form 1040 IRS
P X -file Program, a Form 1040, Form

: e
e-file Program (formerly known as the
Form 1040 Electronic Filing (ELF) Pro- L040A, or Form 1040EZ for any taxable

ram) of their obligations to the internal €&" cannot be electronically filed after
9 olg the 15th day of October following the
Revenue Service, taxpayers, and oth

participants. The following returns can b%iose of that taxable year, notwithstanding
filed under fhe Form 1040 IRSfile Pro- She fact thgt the ta_lxpayer has been granted
- (1) Form 1040 and Form 1040Aan extension to file a return beyond that
?Jrasm.ln((ji\)/idual Income Tax Returm: anddate. If the 15th day of October falls on a
(2.) .Form 1040EZ, Income Tax Retu,rn fortSaturday, Sunday, or legal holiday, _then
Single and Joint Filers With No Depen he electronically filed return may be filed
dents. This revenue procedure updat

‘on the next succeeding day which is not a
and supersedes Rev. Proc. 97-60, 199 aturday, Sunday, or legal holiday.
52 I.R.B. 38.

~.05 An amended tax return cannot be
electronically filed under the Form 1040
IRS e-file Program. A taxpayer must file
an amended tax return on paper in accor-
dance with the instructions for Form
.01 Section 1.6012-5 of the Incomel040X, Amended U.S. Individual Income
Tax Regulations provides that the ComTax Return.
missioner may authorize the use, at the .06 A tax return that has a foreign ad-
option of a person required to make a redress for the taxpayer cannot be electroni-
turn, of a composite return in lieu of anycally filed under the Form 1040 IRSfile
form specified in 26 CFR Part 1 (IncomeProgram. Army/Air Force (APQO) and
Tax), subject to the conditions, limita-Fleet (FPO) post offices are not consid-
tions, and special rules governing thered foreign addresses for this purpose.
preparation, execution, filing, and correc- .07 A tax return for a decedent cannot
tion thereof as the Commissioner maype electronically filed under the Form
deem appropriate. 1040 IRSe-file Program. The decedent’s
.02 For purposes of this revenue procespouse or personal representative must
dure, an electronically filed Form 1040 file a paper tax return for the decedent.

SECTION 1. PURPOSE

SECTION 2. BACKGROUND AND
CHANGES
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.08 Some of the updates and changéise electronic portion of returns directlytion 4.15 of this revenue procedure pro-
to Rev. Proc. 9760 are as follows: to the Service. A Software Developewides for the Service’s issuance of creden-
(1) the name of the program hasnay also sell its software. tials necessary for participation in the
changed to the “Form 1040 IR&Sfile (4) TRANSMITTER. A “Transmit- Form 1040 IRS-file Program.
Program” and participants in the progranter” transmits the electronic portion of a .02 Applicants and Authorized IRS
are known as “Authorized IR8-file return directly to the Service. An entitye-file Providers must file a new Form
Providers”; that provides a “bump-up” service is 8633, Application to Participate in the
(2) references to specific dates and sp&+ansmitter. A bump-up service providelRS e-file Program, with completed fin-
cific tax years have been replaced witincreases the transmission rate or lingerprint cards for the appropriate individ-
more general references in order to elimspeed of formatted or reformatted inforuals, if:
nate the need for annual updates to thisation that is being sent to the Service via (1) the applicant has never partici-
revenue procedure; a public switched telephone network. Th@ated in the Form 1040 ELF Program or
(3) the application period for new ap-Service accepts transmissions using a veire Form 1040 IR$-file Program;
plicants who intend to participate in theiety of telecommunications protocols. (2) the applicant has previously been
Form 1040 IRS:-file Program for any fil- .03 The Authorized IR8-file Provider denied participation in the Form 1040
ing season is extended beyond the beginategories are not mutually exclusiveELF Program or the Form 1040 IRSile
ning of the filing season (section 4.05)For example, an ERO can, at the sanmRrogram;
and time, be considered a Transmitter, Soft-  (3) the applicant has been suspended
(4) the provisions of this revenue proware Developer, or Service Bureau defrom the Form 1040 ELF Program or the
cedure apply to participants in variougending on the function(s) performed.  Form 1040 IRS:-file Program; or
pilot programs conducted with respect to .04 An ERO may have a “Drop-Off (4) the Authorized IRSe-file
the Form 1040 IR®-file Program (sec- Collection Point(s).” The activity at aProvider is participating in the Form 1040
tion 18). Drop-Off Collection Point is limited |RS e-file Program and wants to operate
. solely to receiving a return or return infor-an IRSe-file business at an additional lo-
ﬁgggg;llv? b;gﬁg;gﬁ%fﬁb matipn that.a taxpayer wants to have eleeation (except that an individual listed on
tronically filed and collecting a fee forthe Authorized IRSe-file Provider’s ap-
DEFINITIONS electronically filing that retum. Return plication who has submitted a fingerprint
.01 After acceptance into the FornPreparation activity may not be conductedard with a previously accepted applica-
1040 IRSe-file Program, as described in@t & Drop-Off Collection Point. Returntion need not submit an additional finger-
section 4 of this revenue procedure, a papréparation activity includes, but is nojrint card).
ticipant is referred to as an “AuthorizediMited to, comparing amounts listed on 03 An Authorized IRS:-file Provider

IRS e-file Provider.” Form 8453 with those on the paper returfust submit a revised Form 8633, signed
02 The Authorized IR8-file Provider ©F réturn information provided by a tax-by all “Principals” and the “Responsible
categories are: payer and verifying routing numbers anfficial” (as described in sections 4.09

(1) ELECTRONIC RETURN &ccount numbers used for direct deposihrough 4.12 of this revenue procedure),
ORIGINATOR. An “Electronic Return Of refunds. Return preparation activitywith completed fingerprint cards for those
Originator’ (ERO) is: (a) an “Electronic 40€S not include collecting a fee for elecappropriate individuals who have not sub-
Return Preparer” who prepares tax refonic filing or ensuring that the taxpayemitted a fingerprint card with a previously
turns, including Forms 8453, for taxpay.'as Signed Form 8453. An ERO need ngjccepted application, if:
ers who intend to have their returns eled}@ve an ownership interest in the Drop- (1) the Authorized IRS:-file Pro-

tronically filed; and/or (b) an “Electronic Off Collection Point. vider participated solely as a Software
Return Collector” who accepts completedgcTi0N 4. ACCEPTANCE IN THE ~ Developer in the most recent Form 1040
tax returns, including Forms 8453, froMFoRM 1040 IRS-file PROGRAM ELF or Form 1040 IR&-file filing sea-
taxpayers who intend to have their returns son, and intends to participate as an ERO,
electronically filed. .01 Except as provided in sections 4.03ervice Bureau, or Transmitter;

(2) SERVICE BUREAU. A“Service through 4.04 of this revenue procedure, (2) there is an additional Principal,
Bureau” receives tax return informationan Electronic Filer or Authorized IRSsuch as a partner or a corporate officer,
on any media from an ERO, formats the-file Provider that participated in thethat must be listed on Form 8633;
return information, and either forwardsmost recent Form 1040 ELF or Form (3) there is a Principal listed on Form
the return information to a Transmitter 011040 IRSe-file filing season does not 8633 that should be deleted; or
sends back the return information to thbave to reapply to participate in the next  (4) the Responsible Official on Form
ERO. A Service Bureau may send FormBorm 1040 IRS-filefiling season. How- 8633 changes.

8453 to the appropriate service center. ever, an Authorized IR8-file Provider .04 Except as provided in section 4.03

(3) SOFTWARE DEVELOPER. A that intends to participate as a Transmittef this revenue procedure, an Authorized
“Software Developer” develops softwareor a Software Developer must first suctRS e-file Provider must submit either a re-
for the purposes of (a) formatting thecessfully complete, for each filing seasonvised Form 8633, or a letter containing the
electronic portion of returns according tahe testing referred to in section 4.08 ofame information contained in a revised
Publication 1346; and/or (b) transmittingthis revenue procedure. In addition, sed-orm 8633, if any information on the Au-
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thorized IRSe-file Provider's Form 8633 .06 Revised applications described in .10 A Principal for a firm or organiza-
has changed. A revised Form 8633 or lesections 4.03 and 4.04 of this revenugon includes the following:

ter submitted under this section should inprocedure must be submitted within 30 (1) Sole Proprietorship. The sole
clude only the changed information andlays of the change(s) reflected on the rgroprietor is the Principal for a sole pro-

the following identifying information: vised Form 8633 or in the letter. Autho-rietorship.
(1) the Authorized IRS-file Pro- rized IRSe-file Providers that fail to sub- (2) Partnership. Each partner who
vider’s legal name; mit revised applications may behas a 5 percent or more interest in the
(2) the Authorized IRS-file Pro- temporarily dropped from the Form 104Qpartnership is a Principal of the partner-
vider’'s employer identification numberIRS e-file Program. ship. If no partner has at least a 5 percent

and/or social security number (EIN/SSN); .07 Applicants and Authorized IRSor more interest in the partnership, the
(3) the Authorized IRS-file Pro- e-file Providers described in sections 4.0Principal is an individual authorized to act

vider’s “Doing Business As” (DBA) through 4.04 of this revenue proceduréor the partnership in legal and/or tax mat-

name; must file Form 8633 (or a letter as proiers (at least one such individual must be
(4) whether the Authorized IRSfile  vided in section 4.04 of this revenue prolisted on Form 8633).

Provider is controlled or owned by an<edure) with the Application Processing  (3) Corporation. The President,

other Authorized IR®-file Provider; Center at the address listed in the instrut4ce-President, Secretary, and Treasurer
(5) the Authorized IRSe-file tions for Form 8633. of the corporation are each a Principal of
Provider’s controlling office name; .08 Applicants and Authorized IRSthe corporation.

(6) the Electronic Transmitter Identi-e-file Providers described in sections 4.01  (4) Other. The Principal for a for-
fication Number (ETIN) of the Autho- through 4.04 of this revenue procedurerofit entity that is not a sole proprietor-
rized IRSe-file Provider’s controlling of- that intend to participate as a Transmitteship, partnership, or corporation, is an in-
fice; or a Software Developer in the Form 104@ividual authorized to act for the entity in

(7) the Electronic Filing Identifica- IRS e-file Program must first successfullylegal and/or tax matters (at least one such
tion Number (EFIN) of the Authorized complete the necessary testing at the amdividual must be listed on Form 8633).
IRS e-file Provider’s controlling office; propriate service center(s). Such testing .11 A Responsible Official is the indi-
and must be completed for each filing seasomidual who oversees the daily operations

(8) the business address of the Auduring which the applicant or Authorizedof an Authorized IR®-file Provider’s of-
thorized IRSe-file Provider’s controlling IRS e-file Provider intends to participatefice. A Responsible Official may also be
office. as a Transmitter or Software Developer. a Principal. As set forth in section 4.12 of
A Principal or the Responsible Official .09 Each individual listed as a Princithis revenue procedure, a Responsible Of-
must sign the revised Form 8633 or thpal or a Responsible Official on a Fornficial may be responsible for more than
letter. 8633 must: one office.

.05 Applicants and Authorized IRS (1) be a United States citizen or an .12 The Responsible Official cate-
e-file Providers described in section 4.02lien lawfully admitted for permanent resgories are:
of this revenue procedure must submitdence as described in 8 U.S.C. (1) TIER | RESPONSIBLE OFFI-

new applications within the following § 1101(a)(20) (1994); CIAL. A“Tier | Responsible Official” is
time periods: (2) have attained the age of 21 as af Responsible Official who does not meet
(1) except as provided in sectiorthe date of application; the definition of a “Tier Il Responsible

4.05(2) of this revenue procedure, the ap- (3) submit with Form 8633 one stan-Official.” A Tier | Responsible Official
plication period for new applicants whodard fingerprint card with a full set of fin- should be able to visit on a daily basis
intend to participate in the Form 1040 IRSjerprints taken by a law enforcemeneach office for which he or she is listed as
e-file Program for any filing season be-agency, except as provided in section 4.18 Responsible Official. A Tier | Respon-
gins on the 1st day of August precedingf this revenue procedure; sible Official may be listed on a maxi-
the filing season and continues into the (4) except as provided in sectiormum of ten applications (Forms 8633).
filing season (see the Form 8633 instruct.17 of this revenue procedure, pass a (2) TIER Il RESPONSIBLE OFFI-
tions for the last date to file a new applisuitability check that includes a creditCIAL. A“Tier Il Responsible Official” is
cation); however, applications submittedtheck, a tax compliance check, and a firan individual who has participated in the
after the 1st day of December precedingerprint check; and Form 1040 ELF Program or Form 1040
the filing season may not be processed in  (5) meet any applicable state andRS e-file Program as a Responsible Offi-
time for the applicant to participate in thdocal licensing and/or bonding require<cial during at least the two most recent fil-
Form 1040 IRS-file Program by the start ments in connection with the preparatioiing seasons and who has never been sus-
of the filing season; and of tax returns and the collection of prepended from participation in the Form
(2) if an applicant purchases an expared returns that taxpayers intend to had®40 ELF Program or Form 1040 IRS
isting Authorized IRSe-file Provider’s electronically filed. However, if the statefile Program. A Tier Il Responsible Offi-
business, a new application and proof aind local licensing and/or bonding re<ial should be able to visit on a daily basis
sale must be submitted during the perioduirements apply to a business entity, theny office for which he or she is listed as
beginning 45 days before, and ending 3idividual(s) must demonstrate that the Responsible Official. A Tier Il Respon-
days after, the date of the purchase. business entity meets the requirements. sible Official may be listed on a maxi-
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mum of twenty applications (Forms (4) if appropriate, a Collection Point (7) misrepresentation on an applica-
8633). Identification Number (CPIN). tion;
.13 In lieu of a standard fingerprint .16 The Service will not issue a letter  (8) suspension or rejection from the
card, an individual may choose to submiof acceptance to an ERO to participate iprogram in a prior year;
evidence that the individual is: any Form 1040 IR®-file filing season if (9) unethical practices in return
(1) an attorney in good standing othe Service did not receive and accegireparation;
the bar of the highest court of any Stateuring the immediately preceding filing (10) assessment against the applicant
Commonwealth, possession, territory, oseason any electronically filed returngf a penalty under § 6695(g) of the Inter-
the District of Columbia, and is not cur-containing the ERO’s EFIN. In addition,nal Revenue Code;
rently under suspension or disbarmeran ERO who has been issued a letter of  (11) stockpiling returns prior to offi-
from practice before the Service or the bacceptance for any filing season may beial acceptance into the Form 1040 IRS
of the highest court of any State, Comdropped from the Form 1040 IRSfile e-file Program (see section 5.14 of this
monwealth, possession, territory, or th&rogram if the Service does not receiveevenue procedure);
District of Columbia; and accept, prior to the 15th day of April  (12) knowingly and directly or indi-
(2) a certified public accountant whoOf that filing season, any electronicallyrectly employing or accepting assistance
is duly qualified to practice as a certifiediled returns containing the ERO’s EFIN.from any firm, organization, or individual
public accountant in any State, Commonl either case, the Service will notify thethat is prohibited from applying to partici-
wealth, possession, territory, or the DisERO that it has been dropped from thgate in the Form 1040 IRSfile Program
trict of Columbia, and is not currentlyForm 1040 IRSe-file Program and ex- (see section 14.09 of this revenue proce-
under suspension or disbarment frorRlain what steps the ERO needs to tak@re) or that is suspended from participat-
practice before the Service or whose [ifor future participation in the program. g in the Form 1040 IR®-file Program
cense to practice is not currently sus- -17 If an Authorized IRSe-file (see section 13.11 of this revenue proce-
pended or revoked by any State, Conf2rovider is a Software Developer that pefq,re). This includes any individual
monwealth, possession, territory, or th&rms no other function in the Form 104Q,hose actions resulted in the rejection or
District of Columbia; IRS e-file Program but software develop-g,spension of a corporation or a partner-
(3) an enrolled agent pursuant to pafl'€Nt, no Principal or Responsible Officiakpiy from the Form 1040 ELF Program or
10 of 31 C.F.R. Subtitle A; needs to pass a suitability check. the Form 1040 IR8-file Program: or
(4) an officer of a publicly held cor- _-18 If an ERO will have a Drop-Off (13) knowingly and directly or indi-
poration; or Collection Point(s) (as defined in sectione .y accepting employment as an associ-
(5) a banking official who is bonded3:04 Of this revenue procedure), the ERQye "o rrespondent, or as a subagent from,
and has been fingerprinted within the lagfUSt Submit a Form 8633 that lists each gharing fees with, any firm, organiza-
two years. Drop-Off CoIIect.lon qut' By listing a tion, or individual that is prohibited from
.14 If an Authorized IRSe-file Drop-Off Collection Ijomt orl I_:orm 8_633’applying to participate in the Form 1040
Provider has a foreign location, the staté?" ERO becomes a paTe”t n relation RS e-file Program (see section 14.09 of
side contact representative will receive aff listed Drop—Off Collect|on_ Point. ._this revenue procedure) or that is sus-
Service correspondence for the foreign lo- 19 The .Sgrwce' may reject an appllcg')ended from participating in the Form
cation relating to the Form 1040 IRS“Or.1 fo participate in the Form 1040 IR 1040 IRSe-file Program (see section
e-file Program. e-f!le I_Dro_gram for_the fc_:llowmg réasons, 3 11 of this revenue procedure). This in-
.15 The Service will issue credentialéthIS list ||s ?Ot aII-;pcIuswe). . TT_ese Fr,e.a'cludes any individual whose actions re-
each year to eligible applicants, Autho:‘s’.onsI appé 0 any Irbrr ‘ggf"?‘”.'zlal.'otr"d "MNsulted in the rejection or suspension of a
rized IRSe-file Providers that do not have" P2 OF Responsible icial iste Oncorporation or a partnership from the

to reapply pursuant to section 4.01 of thigomzf)GSg:nviction of anv criminal of- Form 1040 ELF Program or the Form
y 1040 IRSe-file Program.

revenue procedure, and Authorized IR§ense under the revenue laws of th

e-file Providers that comply with section, | . . :
4.03 or 4.04 of this revenue prOcedl‘”’eUhlted States, or of any offense involvVinGSECTION 5. RESPONSIBILITIES OF

. : . . dishonesty or breach of trust; AN AUTHORIZED IRSe-file
provided they have first satisfactorily 2) failure to file timelv and accurate
completed the testing described in sectio&x (2) failu \© AMey . PROVIDER

4.08 of thi dure if th returns, including returns indicating
0o OF INis revenue procedure 1 IeY Myt g tax is due (unless the applicant did .01 To ensure that complete returns are

tend to participate as a Transmltter- Ohot have a legal filing requirement); accurately and efficiently filed, an Autho-
Software Developer. No one may partici- 3y tajjyre to timely pay any tax lia- rized IRSe-file Provider must comply
pate in the Form 1040 IRSfile Program e with all publications and notices of the
without the following credentlals:. (4) assessment of any tax penalties;Service relating to the Form 1040 IRS
(1) a letter of acceptance into the  (5) syspension/disbarment frome-file Program. The Service will from
Form 1040 IR-file Program; practice before the Service; time to time update such publications and
(2) an EFIN or a Service Bureau  (g) gisreputable conduct or othemotices to reflect changes to the program.
Identification Number (SBIN); facts that would reflect adversely on thét is the responsibility of the Authorized
(3) if appropriate, an ETIN; and Form 1040 IRS:-file Program; IRS e-file Provider to ensure that it com-

1998-38 |.R.B. 11 September 21, 1998



plies with the latest version of all publica-must submit a revised Form 8633 (or &ervice upon request the following mater-
tions and notices. The publications antktter as provided in section 4.04 of thisal at the business address from which a
notices governing the Form 1040 IRSevenue procedure) to the Applicatiorreturn was accepted for electronic filing:
e-file Program include: Processing Center within 30 days of when (a) a copy of the signed Form
(1) Publication 1345, Handbook forany of the conditions or changes de8453 and paper copies of Forms W-2,
Electronic Return Originators of Individ- scribed in section 4.03 or 4.04 of this revW-2G, and 1099-R;
ual Income Tax Returns, and Publicatioenue procedure occur. See section 4.06 of (b) a complete copy of the elec-
1345A; this revenue procedure. tronic portion of the return (which may be
(2) Publication 1346; .07 An Authorized IRS®-file Provider retained on magnetic media) that can be
(3) Publication 1436, Test Packagenust notify the Application Processingreadily and accurately converted into an
for Electronic Filing of Individual Income Center (at the address listed in the instruelectronic transmission that the Service

Tax Returns; and tions for Form 8633) within 30 days ofcan process; and
(4) Postings to the Electronic Filingdiscontinuing its participation in the Form (c) the acknowledgement file
System Bulletin Board (EFS Bulletin 1040 IRSe-file Program. This does not(stating that the Service accepts the elec-
Board) and the IRS “Digital Daily” web preclude reapplication in the future. tronic portion of the taxpayer’s return for
site at: .08 An Authorized IRS®-file Provider processing) received from the Service or
http://www.irs.ustreas.gov must ensure that it promptly processes rérom a third party Transmitter; and

turns submitted to it for electronic filing. (4) retain until the end of the calen-
See sections 5.14, 5.15, 5.16, and 7.01 dér year in which a return was filed, and
this revenue procedure. However, an Aunake available to the Service upon re-
Ythorized IRSe-file Provider that receives quest the materials described in section
a return for electronic filing on or before5.09(3) of this revenue procedure at either
e due date of the return must ensure thidtte business address from which a return
e electronic portion of the return iswas electronically filed or from the con-
transmitted on or before that due date (irtact representative named on Form 8633.
cluding extensions). An electronically .10 An ERO who is the paid preparer
filed return is not considered filed untilof an electronic tax return must also retain
from another Authorized IR®-file Fe electronic portion of the tax rgturn haﬁor_the presgribed_ amount of time the ma-
Provider been acknowledged_ by the Service as atenal_s described in 8 1.610.7—1(b) that are
04 If.the taxpayer's address on a Forr%eme.d for processing and a complelteanuwed to be kept by an income tax re-
W.—2 Wage and Tax Statement, For and S|gned.Form 8453 ha_s been rece|yedrn preparer. . . .
W—Zé Statement for Recipients c,)f Ce:?ly tr_le Service. Hovyever, if the electronic .11 An EROlmust identify the pa_ld pre-
tain G:ambling Winnings, Form 1099—R pqrtlon of a return is successfully transparer (if any) in the appropriate field of
Distributions From Pens’ions Annuities’m'tted on or shprtly befor(_a the dqe dat¢he electronic por_t|on of the retgrn and en-
Retirement or Profit-Sharing F”Ians IRAsand the Agthorlzgd IR®-file P_rowder sure that the paid prleparer_3|gned Form
Insurance Contracts. etc Form’ 1040l:omphes with section 7.01.of this revenu&84_53. If Form 8453 is not signed by the
Schedule C. Profit or L’oss Erom BUSINES roced.ure, the return W!|| be _deemeqba|d preparer, the ERO must attach to
(Sole Prop'rietorship) or Form 1040 imely flled. If th_e electronic portion of a Form 8453 a copy of pages 1 and 2 of the
Schedule C-EZ Profit or LoSS From’return is transmltted on or shor_tly beford-orm 104OEZ, Form .1040A, or Form
Business - Short ’Version or any other tathe due date and is ultimately rejected, but040 signed by the paid preparer. These
' the Authorized IR®-file Provider and the copies must be marked “COPY-DO NOT

form is different than the taxpayer’s ad-

) . . taxpayer comply with section 5.13 of thisPROCESS” to prevent duplicate filings.
dress in the entity section of the electronic : .
. ; revenue procedure, the return will be .12 An ERO must ensure against the
portion of the taxpayer’s Form 1040, the ; : . . .
. . deemed timely filed. For a balance duenauthorized use of its EFIN and, if ap-

ERO or the Service Bureau must input for

eturn, see section 11 of this revenue prglicable, the CPIN(s) issued to its Drop-

:jr:ar;_i:slStr?;?réi;f%rt?rgn?tehrglé\i tzojr?s 2J:edure for instructions on how to make ®ff Collection Point(s). An ERO must
pay imely payment of tax. not transfer its EFIN or the CPIN(s) of its

d;ezs;,gr;;?ﬁ] e;gzgomo portion of the tax- .09 An Authorized IRS®-file Provider Drop-Off Collection Point(s) by sale,
pay ' that functions as an ERO must: merger, loan, gift, or otherwise to another

05 It an Authorized IR®-file Pro- (1) comply with the procedures forentit
vider charges a fee for the transmission of Py P Y-

. ; completing and securing Forms 8453 de- .13 If the Service rejects the electronic
the electronic portion of a tax return, the

Scribed in section 7 of this revenue proceportion of a taxpayer’s return (the Service
fee may not be based on a percentage ) . . .
re; states that it rejects the electronic portion
the refund amount or any other amoun . ) S
i (2) comply with the procedures de-of a taxpayer’s return for processing in
from the tax return. An Authorized IRS __ . . 4 : .
. . scribed in section 11 of this revenue prothe acknowledgment file), and the reason
e-file Provider may not charge a separate . o -
. . : edure for handling a balance due returnfor the rejection cannot be rectified by the
fee for Direct Deposit. See section 9 o : X . . : . .
) (3) while returns are being filed byactions described in section 6.02(3) of
this revenue procedure.

06 An Authorized IRS:-file Provider the ERO, retain and make available to thihis revenue procedure, the ERO, within

on the Internet;

.02 An Authorized IRS-file Provider
must maintain a high degree of integrit
compliance, and accuracy.

.03 An Authorized IRS-file Provider
may accept returns for the Form 1040 IR%:
e-file Program only from the taxpayer fil-
ing the return, Drop-Off Collection Points
as listed on the ERO’s Form 8633 (se
section 4.18 of this revenue procedure),
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24 hours of receiving the rejection, must  (5) accept tax return information (9) ensure against the unauthorized
take reasonable steps to inform the taxonly from Authorized IRSe-file use of its EFIN or ETIN. A Transmitter
payer that the taxpayer’s return has nd®roviders; must not transfer its EFIN or ETIN by
been filed. When the ERO advises the (6) include its SBIN and the ERO’ssale, merger, loan, gift, or otherwise to an-
taxpayer that the taxpayer’s return has n&FIN with all return information the Ser-other entity; and
been filed, the ERO must provide the taxvice Bureau forwards to a Transmitter or ~ (10) not use software that has a Ser-
payer with the reject code(s), an explanaends back to an ERO; vice assigned production password built
tion of the reject code(s), and the se- (7) retain each acknowledgement filento the software.
quence number of each reject code(s) (seeceived from a Transmitter until the end .17 A Transmitter must accept elec-
Publication 1345A). If the taxpayerof the calendar year in which the electronic returns for transmission to the Ser-
chooses not to have the electronic portiotmonic return was filed; vice only from Authorized IRS-file
of the return corrected and transmitted to  (8) if requested, serve as a contad®roviders. A Transmitter must include the
the Service, or if the electronic portion ofpoint between its client EROs and thé&RO’s EFIN and if applicable, the CPIN
the return cannot be accepted for procesService; on each return that the Transmitter ac-
ing by the Service, the taxpayer must file  (9) if requested, provide the Servicecepts from an ERO. In addition, a Trans-
a paper return by the later of: with a list of each client ERO; and mitter must also include a Service Bu-
(1) the due date of the return; or (10) ensure against the unauthorizeteau’s SBIN if a Service Bureau formats
(2) ten calendar days after the datase of its SBIN. A Service Bureau musthe return information.
the Service gives notification that thenot transfer its SBIN by sale, merger, .18 An Authorized IRS-file Provider
electronic portion of the return is rejectedoan, gift, or otherwise to another entity. that participates as a Software Developer
or that the electronic portion of the return .16 An Authorized IRS-file Provider must:
cannot be accepted for processing. that participates as a Transmitter must: (1) promptly correct any software
The paper return should include an expla- (1) send to the Service all electronierror which causes the electronic portion
nation of why the return is being filedportions of returns within three calendaof a return to be rejected;
after the due date. days of receipt; (2) promptly distribute any software
.14 An ERO is responsible for ensur-  (2) retrieve the acknowledgementorrection;
ing that stockpiling does not occur at itdile within two work days of transmission; (3) ensure that any software package
office(s) or Drop-Off Collection Point(s). (3) match the acknowledgement filethat will be used to transmit electronic
Stockpiling means collecting returns fronto the original transmission file and sengbortions of returns from multiple Autho-
taxpayers or from another Authorized IRShe acknowledgement file to the ERO orized IRSe-file Providers has the capabil-
e-file Provider prior to official acceptancethe Service Bureau (whether or not théy of combining returns from these Au-
into the Form 1040 IR®-file Program, ERO or the Service Bureau are related tihorized IRSe-file Providers into one
or, after official acceptance into the Fornthe Transmitter) within two work days ofService transmission file taking into ac-
1040 IRSe-file Program, waiting more retrieving the acknowledgement file; count the sorting requirements of the Dec-
than three calendar days to send a return (4) retain an acknowledgement filelaration Control Number (DCN);
to the Service after receiving the informareceived from the Service until the end of  (4) ensure that no other entity uses
tion necessary for transmission of thé¢he calendar year in which the electronithe Software Developer’s EFIN or ETIN.
electronic portion of a tax return. return was filed; A Software Developer must not transfer
.15 An Authorized IRS®-file Provider (5) immediately contact the appro-by sale, merger, loan, gift, or otherwise its
that participates as a Service Bureapriate service center for further instrucEFIN or ETIN to another entity; and
must: tions if an acknowledgement of accep-  (5) not incorporate into its software a
(1) deliver all electronic returns to atance for processing has not been receivégrvice assigned production password.
Transmitter or to the ERO who gave th®y the Transmitter within two work days .19 An ERO with a Drop-Off Collec-
electronic returns to the Service Bureaof transmission or if a Transmitter re-tion Point must clearly display its name at
within three calendar days of receipt;  ceives an acknowledgement for a returfach Drop-Off Collection Point. The Ser-
(2) retrieve the acknowledgementhat was not transmitted on the designatedce will hold the ERO responsible for
file from the Transmitter within one cal-transmission; any violation of the advertising standards
endar day of receipt by the Transmitter; (6) promptly correct any transmis_described in section 12 or any other viola-
(3) send the acknowledgement file teion error that causes an electronic trangon of this revenue procedure that occurs
the ERO (whether related or not) withinmission to be rejected; at a Drop-Off Collection Point listed on
one work day of retrieving the acknowl-  (7) contact the service center that rehe ERO’s Form 8633. The ERO must
edgement file; jected the electronic portion of the returrlso serve as the contact point between
(4) if the Service Bureau processefor assistance if that portion of the returiihe Service and the Drop-Off Collection
Forms 8453, send back to the ERO anljas been rejected after three transmissidtint for all correspondence including

return and Form 8453 that needs corre@ttempts; problem resolution and report evaluation.
tion, unless the correction is described in  (8) ensure the security of all trans- -20 In addition to the specific responsi-
section 6.02(3) of this revenue procedurenitted data; bilities described in this section, an Au-
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thorized IRSe-file Provider must meet all under the “mechanical assistance” excepaformation in the electronic transmission
the requirements in this revenue procetion described in § 301.7701-15(d)(1). Anust be identical to the information on
dure to retain the privilege of participat-nonsubstantive change is a correction @ahe Form 8453 that the taxpayer(s) signed
ing in the Form 1040 IR8-file Program. change limited to a transposition errorand provided for submission to the Ser-
misplaced entry, spelling error, or arithvice.
metic correction that falls within the fol- (3) An Authorized IRSe-file

01 Penalties for Disclosure or Use oflowing tolerances: Provider, a financial institution, or any
Information. (a) the amount of “Total tax”, other entity associated with the electronic

(1) An Authorized IRSe-file Pro- “Federal income tax withheld”, “RefunQ”, filing of a taxpayer’s return must not put

vider, except a Software Developer, is 8" “Amount you owe” on Eorm 8453 dif- its address in the section reserved for the
tax return preparer (Preparer) under thigrs from th_e correspondlng amount onaxpayer’s address on Form 8453 or any-
definition of § 301.7216—1(b) of the Regu—the electronic portion of the tax return bywhere in the electronic portion of a return.
lations on Procedure and Administration© More than $7; (4) Before the electronic portion of
A Preparer is subject to a criminal penalty (b) the amount of “Total income” the return is transmitted, the taxpayer
for unauthorized disclosure or use of ta®" Form 8453 differs from the corre-must verify the information on the elec-
return information. See § 7216 of the InSPONding amount on the electronic portronic portion of the return and on Form
ternal Revenue Code and § 301.7216t0n of the tax return by no more than $258453, and must sign Form 8453. Both

SECTION 6. PENALTIES

1(a). In addition, § 6713 establishes civi’ , __spouses’ signatures are required on the
penalties for unauthorized disclosure or (c) dropping cents and rounding toForm 8453 prior to the electronic trans-
use of tax return information. whole dollars. mission of a joint tax return. The tax-

(2) Under § 301.7216-2(h), disclo-  (4) If an Electronic Return Collector, payer may verify the information on the
sure of tax return information among Au-Service Bureau, or Transmitter alters thelectronic portion of the return by view-
thorized IRSe-file Providers for the pur- réturn information in a substantive waying this information on a computer dis-
pose of preparing a return is permissibld@ther than having the taxpayer alter thglay terminal. A taxpayer need not verify
For example, an ERO may pass on tax r&eturn, the Electronic Return Collectorihe electronic portion of the return prior to
turn information to a Service Bureau>€rvice Bureau, or Transmitter will beits transmission if the taxpayer provided a
and/or a Transmitter for the purpose ofonsidered to be an income tax return prgompleted paper return for filing and the
having an electronic return formatted an@@rer for purposes of § 7701(a)(36).  information on the electronic portion is
transmitted to the Service. However, if  (®) If an Electronic Return Collector, identical to the information provided by
the tax return information is disclosed oP€rVice Bureau, or Transmitter, or thehe taxpayer.
used in any other way, a Service Bureabroduct of a Software Developer, goes be-  (5) An Authorized IRSe-file Pro-
and/or a Transmitter may be subject to thé°d mechanical assistance, any of thesgder must submit the taxpayer’s Form
penalties described in section 6.01(1) dfarties may be held liable for income tag453 to the service center that acknowl-
this revenue procedure. return preparer penalties. See Rev. Ruldged acceptance of the electronic portion

.02 Other Preparer Penalties. 85-189, 1985-2 C.B. 341 (which dexf the return within one work day after the

(1) Preparer penalties may be as3Cribes a situation where a Software Dexuthorized IRSe-file Provider receives
serted against an individual or firm meetV€lOPer was determined to be an incomge acknowledgment file.
ing the definition of an income tax returr@x return preparer and subject to certain () An Authorized IRSe-file Pro-
preparer under § 7701(a)(36) andreparer penalties). - vider functioning as an ERO must sign
§ 301.7701-15. Preparer penalties that -03 Other Penalties.In addition to the the “Declaration of ERO” on Form 8453.
may be asserted under appropriate cigbove specmgd provisions, the Serv!ce (7) If the ERO is also the paid pre-
cumstances include, but are not limited tg€S€rves the right to assert all appropriaigarer, the ERO must check the “Paid Pre-
those set forth in §§ 6694, 6695, anfireparer, nonpreparer, and disclosurgarer” box and sign the “Declaration of

6713. pena]ties against an Authorized ISiIe ERO” on Form 8453.

(2) Under § 301.7701-15(d), Elec.Provider as warranted under the circum- g2 Corrections to Form 8453.
tronic Return Collectors, Service Bu-Stances. (1) A new Form 8453 is not required
reaus, Transmitters, and Software DevekecTi0N 7. FORM 8453 U.S. for a nonsubstantive change. A nonsub-
opers are not income tax return preparefgpviDUAL INCOME TAX stantive change is limited to a correction
for the purpose of assessing most prepargic| ARATION FOR AN IRSe-file that does not exceed the tolerances de-
penalties as long as their services are lingeTyRN scribed in section 7.02(2) of this revenue
ited to “typing, reproduction, or other me- procedure for arithmetic errors, a transpo-
chanical assistance in the preparation of a.01 Procedures for Completing Formsition error, a misplaced entry, or a
return or claim for refund.” 8453. spelling error. The incorrect nonsubstan-

(3) If an Electronic Return Collector, (1) Form 8453 must be completed irtive information must be neatly lined
Service Bureau, Transmitter, or the prodaccordance with the instructions for thathrough on the Form 8453 and the correct
uct of a Software Developer alters the reform. data entered next to the lined-through

turn information in a nonsubstantive way, (2) The taxpayer(s)’'s name, addresgntry. Also, the individual making the
this alteration will be considered to comesocial security number(s), and tax returgorrection must initial the correction.
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(2) The tolerances for section 7.02(1pver, on an unofficial form, data entriesdle for the misapplication of a Direct De-
of this revenue procedure are: must be referenced to the line numbers goosit that is caused by error, negligence,

(a) the amount of “Total income” an official form. Also, a printout of the or malfeasance on the part of the tax-
does not differ from the amount on theslectronic portion of the return does nopayer, Authorized IR®-file Provider, fi-
electronic portion of the tax return byhave to be provided to the taxpayer if theancial institution, or any of their agents.
more than $25; or taxpayer provided a completed paper re- .04 An ERO must:

(b) the amount of “Total tax”, turn for electronic filing and the informa- (1) advise taxpayers of the option to
“Federal income tax withheld”, “Refund”, tion on the electronic portion of the returrreceive their refund by paper check or di-
or “Amount you owe” does not differ is identical to the information provided byrect deposit;
from the amount on the electronic portiorthe taxpayer. (2) not charge a separate fee for a Di-
of the tax return by more than $7. .02 The ERO must advise the taxpayeect Deposit;

(3) If the ERO makes a substantiveo retain a complete copy of the return and  (3) accept any Direct Deposit elec-
change to the electronic portion of the reany supporting material. tion to any eligible financial institution
turn after Form 8453 has been signed by .03 The ERO must advise the taxpayeatesignated by the taxpayer;
the taxpayer, but before it is transmittecthat an amended return, if needed, must (4) ensure that the taxpayer is eligi-
the ERO must have all the necessary pdbe filed as a paper return and mailed tble to choose Direct Deposit;
ties described above sign a new Forrthe service center that would handle the (5) caution the taxpayer that once the
8453 that reflects the corrections befortaxpayer’s paper return. electronic portion of the return has been
the electronic portion of the return is .04 The ERO must, upon request, praaccepted for processing by the Service:
transmitted. vide the taxpayer with the DCN and the (a) the Direct Deposit election

(4) Dropping cents or rounding todate the Service acknowledged that theannot be rescinded;
whole dollars does not constitute a sukelectronic portion of the taxpayer’s return (b) the routing number of the fi-
stantive change or alteration to the returwas accepted for processing. nancial institution cannot be changed; and
unless the amount differs by more than .05 The ERO must advise taxpayers of (c) the taxpayer’s account number
the above tolerances. All rounding shoulthe appropriate IRS TeleTax number to ineannot be changed; and
be accomplished in accordance with thquire about the status of their tax refund.  (6) advise the taxpayer that refund
instructions in the Form 1040 tax packThe ERO should also advise taxpayers faformation is available by calling the ap-
age. wait at least three weeks from the date theropriate IRS TeleTax number. See sec-

.03 Missing Form 8453f the Service Service acknowledged that the electronition 8.05 of this revenue procedure.
determines that a Form 8453 is missingyortion of the taxpayer’s return was ac-
the ERO must provide the Service with @epted for processing before calling theECTION 10. REFUND
replacement. The ERO must also provid@éeleTax number. ANTICIPATION LOANS
a copy of the Form(s) W-2, W-2G, .06 If a taxpayer chooses to use anad- 51 A Refund Anticipation Loan
1099R, and all other attachments to Formress other than his or her home addrea§AL) is money borrowed by a taxpayer
8453. _ ~on the return, the ERO must inform th%hat is based on a taxpayer’s anticipated
.04 Substitute Form 8453If a substi- taxpayer that the address on the electroni¢.ome tax refund. The Service has no
tute Form 8453 is used, it must be apportion of the return, once processed by, qvement in RALs. A RAL is a con-
proved by the Service prior to use. the Service, will be used to update thg,ct petween the taxpayer and the lender.

taxpayer’s address of record. The Service ; o ;
SECTION 8. INFORMATION AN useF; ¥he taxpayer’s address of record fef, 02 Any entity .that ° mvolyed |n.the
AUTHORIZED IRSe-file PROVIDER orm 1040 IRS:-file Program, |nclud|ng

various notices that are required to be seftfjnancial institution that accepts direct

MUST FURRISH TO THE TAXPAYER 10 a taxpayer’s “last known address’yenosits of income tax refunds, has an
.01 The ERO must furnish the taxUnder the Internal Revenue Code, and fQjyjigation to every taxpayer who applies
payer with a complete paper copy of th&efunds of overpayments of tax (unlesg,r 3 RAL to clearly explain to the tax-

taxpayer’s return. However, the copy’therwise specifically directed by the taxpayer that a RAL is in fact a loan, and not

need not contain the social security nur@Yer, such as by Direct Deposit). a substitute for, or a quicker way of, re-
ber of the paid preparer. See Rev. RUECcTION 9. DIRECT DEPOSIT OF ceiving an income tax refund. An Autho-
78-317, 1978-2 C.B. 335. A complet&ygrynDS rized IRSe-file Provider must advise the
copy of a taxpayer’s return includes: taxpayer that if a Direct Deposit is not

(1) Form 8453 and other paper docu- .01 The Service will ordinarily processtimely, the taxpayer may be liable to the
ments that cannot be electronically transa request for Direct Deposit but reservelender for additional interest on the RAL.
mitted; and the right to issue a paper refund check. .03 An Authorized IRS-file Provider

(2) a printout of the electronic por- .02 The Service does not guaranteeraay assist a taxpayer in applying for a
tion of the return. specific date by which a refund will be di-RAL.

See section 2.02 of this revenue proceectly deposited into the taxpayer’s finan- .04 An Authorized IRS-file Provider
dure. The electronic portion of the returrtial institution account. may charge a flat fee to assist a taxpayer
can be contained on a replica of an offi- .03 Neither the Service nor Financialn applying for a RAL. The fee must be
cial form or on an unofficial form. How- Management Service (FMS) is responsidentical for all of the Authorized IRS
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e-file Provider’s customers and must noSECTION 11. BALANCE DUE and local consumer protection laws that

be related to the amount of the refund or RETURNS relate to advertising and soliciting.

RAL. The Authorized IR®-file Provider ) .03 An Authorized IRS-file Provider

must not accept a fee from a financial in- 01 All sérvice centers that accept eleGs, st not use the Service’s name, “Internal

stitution for any service connected with 4ronically filed returns will accept elec-geyenue Service” or “IRS”, within a

RAL that is contingent upon the amounfronically filed balance due returns. firm’s name. However, once accepted

of the refund or a RAL. .02 Taxpayers who file balance due rgny the Form 1040 IR8-file Program, a
.05 The Service has no responsibiligfins under the Form 1040 IRSile Pro- 4 icinant may represent itself as an “Au-

for the payment of any fees associated@m for any taxable year are responsiblg,rjzed |RSe-file Provider.”

with the preparation of a return, the trand©" Making full and timely payment of = g4 aAn Authorized IR-file Provider

mission of the electronic portion of a re2NY tax that is due. Failure to make full, st not use improper or misleading ad-

turn, or a RAL. payment on or before the due date of thg, ising in relation to the Form 1040 IRS
.06 An Authorized IRS:-file Provider turn (determined without regard to €Xg_fjje program (including the time frames

may disclose tax information to the lend{€nsions) will result in the imposition of ¢, refnds and RALS).

ing financial institution in connection INterest and may result in the imposition - 55 An Authorized IR%:-file Provider

with an application for a RAL only with ©f penalties. _ using promotional materials or logos pro-

the taxpayer’s written consent as speci- ‘03 Taxpayers have several options fQfigeq by the Service must comply with all

fied in § 301.7216-3(b). paying balances due, including the folgepice instructions pertaining to the pro-
.07 An Authorized IR%:-file Provider OWiNg: motional materials or logos.

that is also the return preparer, and the fi- (1) DIRECT DEBIT. Taxpayers — os an Authorized IR%-file Provider

nancial institution or other lender thafM@y authorize the Service to debit theif,ing the Direct Deposit name and logo

makes an RAL, may not be related tax¢N€cking or savings account for thgy st comply with the following:

payers within the meaning of § 267 o@Mount of the balance due; (1) The name “Direct Deposit” will

§ 707. (2) PAY BY CHECK. Taxpayers pq ;sed with initial capital letters or all
.08 Section 6695(f) imposes a $5061aY pay any balance due by sending @t letters:

penalty on a return preparer who endors&§'€Ck, along with Form 1040-V, Payment 5y The |ogo/graphic for Direct De-

or negotiates a refund check issued to ar‘\r‘g“‘:he_r' to the Service. The Authorized,qit will be used whenever feasible in

taxpayer other than the return preparefRS e-file Provider must furnish FOrm ,qyertising copy: and

However, a bank, as defined in § 5811040-V to any taxpayer paying a balance 3y The color or size of the Direct

may accept the full amount of a refundU€ Py check; and Deposit logo/graphic may be changed

check as a deposit in the taxpayer’s ac- (3) INSTALLMENT AGREE- \\hen usedin advertising pieces.

count for the benefit of the taxpayer. SedlENT. Taxpayers who cannot pay the o7 advertising materials must not

tion 1.6695-1(f) clarifies § 6695(f) by ex-Palance due with the return may requeglyry the FMS, IRS, or other Treasury

plaining that the prohibition on a return@" installment payment arrangement by

preparer negotiating a refund check i§ling Form 9465, Installment Agreement  4g advertising for a cooperative elec-

limited to a refund check for a return thafX®duest, with their return. tronic return filing project (public/private

the return preparer prepared. A prepar&fecTiON 12. ADVERTISING sector) must clearly state the names of all
that is also a financial institution, but hassTANDARDS FOR AUTHORIZED IRS Cooperating parties.

not made a loan to the taxpayer on thg fije PROVIDERS AND FINANCIAL .09 In advertising the availability of a
basis of the taxpayer’s anticipated refundysTiTUTIONS RAL, an Authorized IRS-file Provider
may (1) cash a refund check and remit all and a financial institution must clearly

of the cash to the taxpayer or accept a re-.01 An Authorized IRS-file Provider (and, if applicable, in easily readable
fund check for deposit in full to a tax-must comply with the advertising and soprint) refer to or describe the funds being
payer’s account, provided the bank dodgitation provisions of 31 C.F.R. Part 10advanced as a loan, not a refund; that is, it
not initially endorse or negotiate the(Treasury Department Circular No. 230)must be made clear in the advertising that
check; or (2) endorse a refund check fofhis circular prohibits the use or partici-the taxpayer is borrowing against the an-
deposit in full to a taxpayer’s account purpation in the use of any form of publicticipated refund and not obtaining the re-
suant to a written authorization of the taxeommunication containing a false, fraudfund itself from the financial institution.
payer. A preparer bank may also subseHdent, misleading, deceptive, unduly in- .10 If an Authorized IRS®-file Pro-
quently endorse or negotiate a refunfluencing, coercive, or unfair statement ovider uses radio or television broadcasting
check as part of the check-clearinglaim. Any claims concerning faster reto advertise, the broadcast must be pre-
process through the financial system aftdunds by virtue of electronic filing mustrecorded. The Authorized IR&-file
initial endorsement. Any income tax re-be consistent with the language in officiaProvider must keep a copy of the pre-
turn preparer that violates this provisiorService publications. recorded advertisement for a period of at
may be suspended from the Form 1040 .02 An Authorized IR%-file Provider least 36 months from the date of the last
IRS e-file Program. must adhere to all relevant federal, staté&ansmission or use.
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.11 If an Authorized IRS-file Pro- .06 The Service will monitor Drop-Off (10) having more than one EFIN for
vider uses direct mail or fax communicaCollection Points and advise a parent ahe same business entity at the same loca-
tions to advertise, the Authorized IRS any Form 1040 IR®-file Program viola- tion (the business entity is generally the
file Provider must retain a copy of thetions the Service has encountered with entity that reports on its return the income
actual mailing or fax, along with a list orparent’s Drop-Off Collection Point. If a derived from electronic filing), unless the
other description of the firms, organizaparent fails to correct a Drop-Off Collec-Service has issued more than one EFIN to
tions, or individuals to whom the commu-ion Point problem, the parent will be re-a business entity at the same location. For
nication was mailed, faxed, or otherwisguired to eliminate that Drop-Off Collec-example, the Service may issue more than
distributed for a period of at least 3@ion Point. Failure to take correctiveone EFIN to accommodate high volumes
months from the date of the last mailingaction or eliminate a Drop-Off Collection of returns;

fax, or distribution. Point may cause the Service to suspend (11) failure on the part of a Transmit-
.12 Acceptance to participate in theéhe parent from participating in the Former to include a Service Bureau’s SBIN in
Form 1040 IRSe-file Program does not 1040 IRSe-file Program. the transmission of a return submitted by
imply endorsement by the Service, FMS, .07 The Service will monitor com- 3 Service Bureau:;
or the Treasury Department of the softplaints about an Authorized IR&file (12) failure on the part of an ERO to
ware or quality of services provided. Provider and issue a warning or suspefinclude a Drop-Off Collection Point’s
sion letter as appropriate. CPIN as part of a return collected from a

SECTION 13. MONITORING AND .08 The Service reserves the right t@rop-Off Collection Point;
SUSPENSDN OF AN AUTHORIZED suspend an Authorized IRSfile Provider (13) failure on the part of an Autho-
IRS e-file PROVIDER from participation in the Form 1040 IRSyized |RSe-file Provider to cooperate

01 The Service will monitor an Au_e-filg Program for violating any provision yith the Service’s efforts to monitor Au-
thorized IRSe-file Provider for confor- ©f this revenue procedure. Generally, thg,qrized IRSe-file Providers and investi-
mity with this revenue procedure. Before>e!Vice Will advise a suspended Authogate electronic filing abuse;
suspending an Authorized IRsfile 1zed IRSe-file Provider concerning the (14) failure on the part of an Autho-
Provider, the Service may issue a warningfduirements for reacceptance into thg;eq |RSe-file Provider to properly use
letter that describes specific corrective ad-0'm 1040 IRSe-file Program.  The fol- he standard/non-standard W—2 indicator;
tion for deviations from this revenue pro/OWing reasons may lead to a waming let- (15 tajlure on the part of an Autho-
cedure. However, the Service can immd€r and/or suspension of an Authorizeg, o |Rse-file Provider to properly use
diately suspend, without notice, arlRS €-file Provider from the Form 1040 ¢ refund anticipation loan (RAL) indi-
Authorized IRSe-file Provider from the RS e-file Program (this list is not all-in- .51

Form 1040 IRSe-file Program. In most ClUsive): _ _ _ (16) failure on the part of a Service

circumstances, a suspension from partici- (1) the reasons listed in section 4.1, .05, or a Transmitter to include the
pation in the Form 1040 IR&file Pro- ©f this revenue procedure; . ERO's EFIN as part of a return that the
gram is effective as of the date of the let- (2) deterioration in the format of in- ep 5 gpmits to the Service Bureau or the
ter informing the Authorized IR®-file dividual transmissions; _ Transmitter:

Provider of the suspension. (8) unacceptable cumulative error or 1 7y \iq1ation of the advertising stan-

.02 If a Principal or Responsible Offi-"ejection rate; . .. dards described in section 12 of this rev-
cial is suspended from the Form 1040 IRS ~ (4) untimely received, illegible, in- enue procedure;
e-file Program, every entity that listed thecomplete, missing, or unapproved substi- (18) failure to maintain and make
suspended Principal or Responsible Offiute Forms 8453; __available records as described in section
cial on its Form 8633 may also be sus- _(5) stockpiling returns at any timeg q /v ¢ i revenue procedure:
pended. Wh_ile participating in the Form 1040 IRS™ (19) accepting a tax return f(;r filing
.03 The Service will monitor the Au-€-file Program; through the Form 1040 IR&-file Pro-

thorized_e-_file Provider_’s compliance Wit.h (©) fa||.ure on the part of a Transmlt- ram either directly or indirectly from a
the provisions of section 6695(g) (relatinger to retrieve acknowledgement f”e%qi

> : L o rm, organization, or individual (other
to the dL_Je_dlhgence reqm_rements for.reWIthm two \{vork days of transmission bythan the taxpayer who is submitting his or
turns claiming the earned income credit).the Service; her return) that is not an Authorized IRS
.04 The Service will monitor the (7) failure on the part of a Transmit- file Provider:
timely receipt of Forms 8453, as well ager to provide an ERO or Service Burea§ ™" ezcr)ow ebr, itting the electronic bor-
their overall legibility. with acknowledgement files within two i (f ) submi mg?] ) ? € eC.I‘OﬂI(;] po
.05 The Service will monitor the qual-work days after receipt from the Service; 0" 9 a return with Information that is
ity of an Authorized IRS-file Provider’s (8) significant complaints about an"°t @entlcal to the information on Form
transmissions throughout the filing seaAuthorized IRSe-file Provider’s perfor- 8453; . . .
son. The Service will also monitor themance in the Form 1040 IRSfile Pro-  (21) failure to timely submit a re-
electronic portion of returns and tabulatg@ram; vised FO”‘.‘ 8633 (pr a Iettgr con}ammg
rejections, errors, and other defects. If (9) failure on the part of an Autho-the same mformaﬂon gontamed In are-
quality deteriorates, the Authorized IRSized IRSe-file Provider to ensure againstVised Form 8633) notifying the Service of

e-file Provider will receive a warning the unauthorized use of its EFIN and/ofhanges described in section 4.03 or 4.04
from the Service. ETIN: of this revenue procedure; or
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(22) failure to comply with a provi- sponse to the Application Processing Cen- .02 If an Authorized IRSe-file
sion of an implementing document forter. The applicant's response must ad?rovider receives a suspension letter, the
any pilot program in which the Autho-dress the Application Processing Center’Authorized IRSe-file Provider may malil
rized IRSe-file Provider is a participant reason(s) for proposing the denial to pawer deliver, within 30 calendar days of the
(see section 18 of this revenue procédicipate. date of the suspension letter, a detailed
dure). .04 Upon receipt of an applicant’swritten explanation, with supporting doc-

.09 The Service may list in the Internalvritten response, the Application Processaismentation, of why the suspension letter
Revenue Bulletin, district office listings,ing Center will reconsider its proposedshould be withdrawn. This written re-
district office newsletters, and the EFSetter of denial. The Application Processsponse should be sent to the district office
Bulletin Board the name and owner(s) oing Center may either (1) withdraw itsor service center that issued the suspen-
any entity suspended from the Form 104proposed letter of denial and accept thgion letter.

IRS e-file Program and the effective dateapplicant into the Form 1040 IR&file .03 Upon receipt of the Authorized IRS
of the suspension. Program, or (2) finalize the proposed dee-file Provider’s written response, the dis-

.10 A district director may warn Au- nial letter. trict office or service center will reconsider
thorized IRSe-file Providers that are .05 If an applicant receives a final deits suspension of the Authorized IRSile
using the services of a rejected or a susial letter from the Application ProcessingProvider. The district office or service cen-
pended Authorized IR®-file Provider Center, the applicant is entitled to an apger may either (1) withdraw its suspension
that sections 4.19(12) and (13) of this rewpeal, in writing, to the Director of Prac-letter, or (2) affirm the suspension.
enue procedure prohibit a business reldice. .04 If an Authorized IRSe-file
tionship with a rejected or a suspended .06 The appeal must be mailed or delivProvider receives a letter affirming the
Authorized IRSe-file Provider. However, ered to the Application Processing Centesuspension, the Authorized IRSfile
in appropriate circumstances, the Servicwithin 30 calendar days of the date of th®rovider is entitled to an appeal, in writ-
may immediately suspend the Authorizedinal denial letter. An applicant’s writtening, to the Director of Practice.

IRS e-file Provider without such warning. appeal must contain a detailed explana- .05 The appeal must be mailed or de-

.11 If an Authorized IRS-file Pro- tion, with supporting documentation, oflivered to the district office or service
vider is suspended from participating irwhy the denial should be reversed. center that issued the suspension letter
the Form 1040 IR8-file Program, the pe- .07 The Application Processing Centewithin 30 calendar days of the date of the
riod of suspension includes the remaindewill, upon receipt of a written appeal toletter affirming the suspension. The Au-
of the calendar year in which the susperthe Director of Practice, forward to thethorized IRSe-file Provider’s written ap-
sion occurs plus the next two calendabirector of Practice its file on the appli-peal must contain detailed reasons, with
years. A suspended participant may sulzant and the material described in sectiosupporting documentation, for reversal of
mit a new application for the application14.06 of this revenue procedure. The Apthe suspension.
period immediately preceding the end oplication Processing Center will forward .06 The district office or service center
the suspension. these materials to the Director of Practicevhose decision to suspend is being ap
within 15 calendar days of receipt of thgealed will, upon receipt of a written ap-
applicant’s written appeal. peal to the Director of Practice, forward

.08 Failure to respond within either ofits file on the Authorized IR®-file
PART'QPAHON IN THE FORM 1040 e 30-day periods described in sectiorBrovider to the Director of Practice. The
IRS e-file PROGRAM 14.03 and 14.06 of this revenue procedudistrict office or service center will also

.01 An applicant that has been denieﬁrevocably t.erminates an applicant’s righforwa_rd to thg Dirgctor o_f Practice thg
participation in the Form 1040 IRSfile to an adm|n|strat|ye review or app_eal._ material described in sectlop 15.05 (_)f this
Program has the right to an administrative .09 If an application for part|C|pat|_onrevenue_procedure. _The district office or
review. During the administrative review" the Form 1040 IR$:—f_|Ie Erpgram is the_ service center will forward these ma-
process, the denial of participation rede.nled, the apphcgnt is ineligible to subter!als within 15 calenQar days of the re-
mains in effect. mit a new application for two years fromceipt of the Authorized IRS-file

.02 In response to the submission of @e application date of the denied applicaProvider’s written request for appeal.

Form 8633, the Application Processind'on' .07 Failure t_o appeal \(vithin_ either.of
Center will either (1) accept an applicank e TION 15. ADMINISTRATIVE the 30-day periods d_escrlbed in sections
into the Form 1040 IRS-file Program, or REVIEW PROCESS FOR _15.02 and 15.05.of this revenue procedure
(2) issue a proposed letter of denial thag ;SpENSION FROM THE EORM 1040 wre_vocably tefmmates an Authorized IRS
explains to the applicant why the Applicairs a-file PROGRAM e-file Provider’s right to an appeal.
tion Propes;ung Centgr proposes to reject ' ' . SECTION 16. VITAAND TCE
the appllcat!on to participate in the Form .01 An Authorized IRS-file Prowdgr. SPONSORED PARTICIPATION IN THE
1040 IRSe-file Rrogram. . that .has been suspended from participroRM 1040 IRS-file PROGRAM

.03 An applicant that receives a protion in the Form 1040 IR8-file Program
posed letter of denial may mail or deliverhas the right to an administrative review. .01 This revenue procedure applies to
within 30 calendar days of the date of th®uring the administrative review processYITA (Volunteer Income Tax Assistance)
proposed letter of denial, a written rethe suspension remains in effect. and TCE (Tax Counseling for the Elderly)

SECTION 14. ADMINISTRATIVE
REVIEW PROCESS FOR DENIAL OF
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sponsors, subject to the exceptions and rBirector. This information must be re-or contracts with a third party to transmit
strictions described in this section. tained by either the VITA or TCE sponsorthe tax returns.

.02 For purposes of this section, ther a District Director. This information .05 If an employer contracts with a
District Director may be represented by amust not be given to a third party, includthird party to transmit tax returns, the em-
individual designated by the District Di-ing a third party Transmitter. ployer may collect from participating em-
rector such as a District Office Electronic .09 A District Director is responsible forployees a fee that is directly related to de-
Tax Administration (ETA) Coordinator or ensuring that Form 8453 is sent to the agraying the actual cost of transmitting the
a Taxpayer Education Coordinator. propriate district office or service centerelectronic portion of a tax return.

.03 To be accepted in, or to continu¢lowever, a District Director may delegate .06 An employer is not required to sign
participation in, the Form 1040 IRSfile to the VITA or TCE sponsor the responsiform 8453 as ERO. However, if the em-
Program, a VITA or TCE sponsor must:  bility for mailing Form 8453 to the appro-ployer chooses not to sign Form 8453, the

(1) have obtained the District Direc-priate district office or service center. employer must otherwise furnish on Form
tor’s permission (and, in the case of a .10 A VITA or TCE sponsor may col- 8453 its name, address, and the designa-
TCE sponsor, the permission of the Sefect a fee only if it is directly related to de+jon “Employee Benefit,” and if operating
vice office that is funding the TCE pro-fraying the actual cost of electronicallyfrom multiple sites, a site designation
gram) to provide electronic filing; and  transmitting a tax return. AVITA or TCE ,ymber.

(2) have a manual or electronic qualsponsor may also collect this fee on be- g7 An employer and a District Direc-
ity review system for each return to béalf of a third party Transmitter who elecyq, may enter into an agreement that pro-
electronically filed. tronically transmitted a VITA or TCE re- ;iges for the retention of copies of tax re-

.04 The District Director will advise turn. turns including Forms 8453. In the
the VITA and TCE sponsor how to submit .11 Before a VITA or TCE Sponsorgpsence of such an agreement, this infor-
or transmit returns. Some of the optionghay collect a fee for electronically filing yation must be retained by the employer.
available to the District Director are: a tax return, the VITA or TCE sponsorrhis information is not to be given to a

(1) having the VITA or TCE sponsor must ensure that the taxpayer understanﬂ.ﬁrd party, including a third party Trans-
submit returns on paper, magnetic disk, dhat: mitter.
in an electronic transmission to the Dis- (1) the fee is not for the preparation
trict Office ETA Coordinator or other lo- of the return; and SECTION 18. PILOT PROGRAMS
cally designated office; (2) the VITA or TCE service is of- )

(2) having the VITA or TCE sponsor fered without regard to either the elec- -01 The Service regularly conducts

directly transmit returns to the appropriatéronic filing of a return or the collection of pilot programs to introduce new technol-
service center: or a fee. ogy into the Form 1040 IR8-file Pro-

3) having the VITA or TCE sponsor gram. These pilot programs are usually
Use zgt)hird pa?ty Transmitter. P SECTION 17. EMPLOYER conducted within a limited geographic

05 AVITA or TCE sponsor is not re- 5F ONSORED PARTICIPATION IN THE area or within a limited taxpayer or practi-

quired to sign Form 8453 as ERO. HOWI_:ORM 1040 IRS-file PROGRAM tioner Community. The Service estab-

ever, if the VITA or TCE sponsor chooses (1 This revenue procedure applies tIéshes rules for part|C|pat|ng in these pllot
not to sign Form 8453, the VITA or TCEgn employer who chooses to offer elec!grograms a.nd embodies these_ rules in an
sponsor must otherwise furnish on Formivonic filing as an employee benefit to (1]MPlementing “document typically re-
8453 its VITA or TCE acronym and, if business owners and spouses, (2) employ-rred, to"as a Memc:randum of Under-
operating from multiple sites, a site desigees and spouses, and/or (3) dependents>§#"ding (1V|OU) or “Memorandum of
nation number. business owners and employees, subjgegreement” (MOA). Pilot participants
.06 A VITA or TCE sponsor can onlyto the exceptions and restrictions deMUSt agree to the provisions of the imple-
accept a return for electronic filing that isscribed in this section. menting document in order to participate
(1) prepared at the VITA or TCE site by a .02 For purposes of this section, th# the pilot program.
VITA or TCE volunteer, (2) prepared by aDistrict Director may be represented by -02 An implementing document sup-
taxpayer that meets the criteria for VITAan individual designated by the DistricPlements this revenue procedure, but does
or TCE assistance, or (3) prepared by Birector. not supersede it. Participants in a pilot
paid preparer that meets the criteria for .03 An employer may choose to transProgram remain subject to the provisions
VITA or TCE assistance. mit the electronic portion of returns orof this revenue procedure unless the im-
.07 Only returns and accompanyingnay arrange to have them transmitteglementing document specifically pro-
forms and schedules included in a districthrough a third party. If an employervides otherwise.
VITA, or TCE training course may be ac-chooses to transmit from more than one .03 Aviolation of a provision of an im-
cepted for electronic filing by a VITA or location, the employer must submit @lementing document is considered a vio-
TCE sponsor. properly completed Form 8633 for eachation of this revenue procedure and may
.08 AVITA or TCE sponsor and a Dis-location. subject the participant to penalties and/or
trict Director may enter into an agreement .04 An employer may offer electronicsuspension as provided in this revenue
that provides for the retention of copies ofiling as an employee benefit whether th@rocedure. See section 13.08(22) of this
tax returns and Forms 8453 by a Districemployer chooses to transmit tax returnsevenue procedure.
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SECTION 19. EFFECT ON OTHER
DOCUMENTS

Rev. Proc. 97-60, 1997-52 |.R.B. 38
is superseded.

SECTION 20. EFFECTIVE DATE

turn). The estimated number of respon-
dents and recordkeepers is 75,000.
The estimated annual frequency of re-
sponses is on occasion.
Books or records relating to a collecSECTION 16 EFFECT ON OTHER
tion of information must be retained as

THE FORM 1040 ON-
LINE FILING PRO-
GRAM

SECTION 15 PILOT PROGRAMS

DOCUMENTS

long as their contents may become mateBECTION 17 EFFECTIVE DATE
This revenue procedure is effectivaal in the administration of any internalSECTION 18 INTERNAL REVENUE

September 21, 1998.

SECTION 21. INTERNAL REVENUE
SERVICE OFFICE CONTACT

revenue law. Generally, tax returns and
tax return information are confidential, as
required by 26 U.S.C. § 6103.

All questions regardmg this revenueze CFR 601.602: Tax forms and instructions.
procedure should be directed to the Inte{aiso Part I, Sections 6012, 6061; 1.6012-5,

nal Revenue Service. The telephon&6061-1.)
number for this purpose is (202) 283-
0531 (not a toll-free number).

SECTION 22. PAPERWORK

REDUCTION ACT SECTION 1

SECTION 2

The collections of information con-
tained in this revenue procedure hav8ECTION 3
been reviewed and approved by the Of-
fice of Management and Budget in accor-
dance with the Paperwork Reduction ACSECTION 4
(44 U.S.C. 3507) under control number
1545-1512.

An agency may not conduct or sponsoSECTION 5
and a person is not required to respond to,
a collection of information unless the col- SECTION 6
lection of information displays a valid SECTION 7
control number.

The collections of information in this
revenue procedure are in sections 5, 8, 9,
and 12. This information is required toSECTION 8
implement the Form 1040 IR&file Pro-
gram and to enable taxpayers to file their
individual income tax returns electroni-
cally. The information will be used to en-SECTION 9
sure that taxpayers receive accurate and

Rev. Proc. 98-51
CONTENTS

PURPOSE
BACKGROUND AND
CHANGES

ON-LINE FILING PAR-
TICIPANTS—DEFINI-
TIONS

ACCEPTANCE IN THE
FORM 1040 ON-LINE
FILING PROGRAM
RESPONSIBILITIES OF
AN ON-LINE FILER
PENALTIES

FORM 8453-0OL, U.S. IN-
DIVIDUAL TAX DEC-
LARATION FOR ON-
LINE FILING
INFORMATION AN ON-
LINE FILER MUST
FURNISH TO THE TAX-
PAYER

DIRECT DEPOSIT OF
REFUNDS

essential information regarding the filingSECTION 10 BALANCE DUE RE-

of their electronic returns and to identify

TURNS

the persons involved in the filing of elec-SECTION 11 ADVERTISING STAN-

tronic returns. The collections of infor-
mation are required to retain the benefit of

DARDS FOR ON-LINE
FILERS

participating in the Form 1040 IR&file SECTION 12 MONITORING AND

Program. The likely respondents are
business or other for-profit institutions.

SUSPENSION OF AN
ON-LINE FILER

The estimated total annual reportinggECTION 13 ADMINISTRATIVE RE-

and recordkeeping burden is 1,146,272
hours.

The estimated annual burden per re-
spondent/recordkeeper varies from six (6)
minutes to 15.5 hours, depending on indi-

VIEW PROCESS FOR
DENIAL OF PARTICI-
PATION IN THE FORM
1040 ON-LINE FILING
PROGRAM

vidual circumstances, with an estimate@ECTION 14 ADMINISTRATIVE RE-

average of 15.28 hours (or approximately
six (6) minutes per electronically filed re-

September 21, 1998

VIEW PROCESS FOR
SUSPENSION FROM

20

SERVICE OFFICE CON-
TACT

SECTION 19 RPERWORK REDUC-
TION ACT

SECTION 1. PURPOSE

This revenue procedure informs those
who participate in the Form 1040 On-
Line Filing Program of their obligations
to the Internal Revenue Service, taxpay-
ers, and other participants. The following
returns can be filed under the Form 1040
On-Line Filing Program: (1) Form 1040
and Form 1040A, U.S. Individual Income
Tax Return; and (2) Form 1040EZ, In-
come Tax Return for Single and Joint Fil-
ers With No Dependents. This revenue
procedure updates and supersedes Rev.
Proc. 97-61, 1997-52 I.R.B. 50.

SECTION 2. BACKGROUND AND
CHANGES

.01 Section 1.6012-5 of the Income
Tax Regulations provides that the Com-
missioner may authorize the use, at the
option of a person required to make a re-
turn, of a composite return in lieu of any
form specified in 26 C.F.R. Part 1 (In-
come Tax), subject to the conditions, limi-
tations, and special rules governing the
preparation, execution, filing, and correc-
tion thereof as the Commissioner may
deem appropriate.

.02 For purposes of this revenue proce-
dure, an on-line electronically filed Form
1040, Form 1040A, or Form 1040EZ is a
composite return consisting of electroni-
cally transmitted data and certain paper
documents. The paper portion of the re-
turn consists of Form 8453-OL, U.S. In-
dividual Income Tax Declaration for On-
Line Filing, and other paper documents
that cannot be electronically transmitted.
Form 8453-OL must be received by the
Service before the composite return is
considered filed (see section 5.07 of this
revenue procedure). The composite re-
turn must contain the same information
that a return filed completely on paper

1998-38 |.R.B.



contains. See section 7 of this revenue (3) On-Line Filers participating asfor the purposes of (a) formatting the
procedure for procedures for completinggoftware Developers must provide thelectronic portion of returns according to

Form 8453-OL. Service with a copy of their software andPublication 1346; and/or (b) transmitting
.03 Each year prior to the start of théts accompanying documentation (sectiothe electronic portion of returns directly
filing season, the Service will issue Publi5.10(9)); to the Service. A Software Developer

cation 1345A, Filing Season Supplement  (4) the number of returns that may benay also sell its software.
for Electronic Return Originators, andfiled from one software package or from  (3) TRANSMITTER. A “Transmit-
Publication 1346, Electronic Return Filegpne e-mail address has been increasest” transmits the electronic portion of a
Specifications and Record Layouts for Infrom three returns to five (sectionsreturn directly to the Service. An entity
dividual Income Tax Returns. These pubs 09(2), 5.10(3), 5.10(4), and 5.11(12))that provides a “bump-up” service is a
Iicat.ions Iisj[ the forms and schedgles asind Transmitter. A “bump-up” service
sociated with the Form 1040 series that  (5y the provisions of this revenueprovider increases the transmission rate or
can be electronically transmitted during,rocedure apply to participants in variousine speed of formatted or reformatted in-
the upcoming filing season. pilot programs conducted with respect téormation that is being sent to the Service
.04_For purposes of the Form 1040 Or}he Form 1040 On-Line Filing Programvia a public switched telephone network.

Line Filing Program, a Form 1040, I:Orm(se(:tion 15). The Service accepts transmissions using a

1040A, or Form 1040EZ for any taxable variety of telecommunications protocols.

year cannot be electronically fil_ed aftelSECTION 3. ON-LINE FILING 03 The On-Line Filer categories are
the 15th day of October following thePARTICIPANTS—DEFINITIONS not mutually exclusive. For example, a
close of that taxable year, notwithstanding ' '

the fact that the taxpayer has been granted.-01 After acceptance into the Fornpoftware Developer can, at the same time,

an extension to file a return beyond that040 On-Line Filing Program, as debe considered a Transmitter or an On-

date. If the 15th day of October falls on cribed in section 4 of this revenue proce=n€ Service Provider depending on the
Saturday, Sunday, or legal holiday, thedure, a participant is referred to as aftnction(s) performed.

the electronically filed return may be filed“On-Line Filer.” SECTION 4. ACCEPTANCE IN THE
on the next succeeding day which is not a .02 The On-Line Filer categories are: cqrM 1040 ON-LINE FILING
Saturday, Sunday, or legal holiday. (1) ON-LINE SERVICE PRO- proGRAM

.05 An amended tax return cannot b IDER. An “On-Line Service Provider”
electronically filed under the Form 1040is an on-line information service organi- .01 Except as provided in sections 4.02
On-Line Filing Program. A taxpayer zation that provides paying subscriberthrough 4.04 of this revenue procedure,
must file an amended tax return on papgndividuals who use the various servicean On-Line Filer that participated in the
in accordance with the instructions folpffered by an On-Line Service Providermost recent Form 1040 On-Line filing
Form 1040X, Amended U.S. Individualgia|-up access to a variety of data baseseason does not have to reapply to partici-
Income Tax Return. _ For purposes of the Form 1040 On-Lingate in the next Form 1040 On-Line filing
.06 Atax return that has a foreign adrjjing Program, an On-Line Serviceseason. However, an On-Line Filer that
dress for the taxpayer cannot be electrongyyijer must also have: intends to participate as a Transmitter or a
cally filed under the Form 1040 On-Line (a) an established subscriber oBoftware Developer must first success-
Filing Program. Army/Al_r Force (APO) client base to whom the On-Line Servicdully complete, for each filing season, the
a_nd Fleet (F.PO) post affices are NOL COMs o\ ider offers services on a continuingesting referred to in section 4.11 of this
sidered foreign add;esseg for gms PUTPOSR,5is and about which the On-Line Serevenue procedure. In addition, section
be.0e7le'c6:\t:2)r(1i::e:atllf;nfiIc()ardaunedceer ?r?; legrr:gvice Provider maintains certain minimumé.14 of this revenue procedure provides
. 2 information identifying the subscriber.for the Service’s issuance of credentials
égigsosn-labnseeFcl)l:ngeljsrgg;zsllr?é I:§e?1f§'[?\-§eUCh information could include the subnecessary for participation in the Form
b b P scriber’s name, account number, credit040 On-Line Filing Program.

must file a paper tax return for the dece- ) ) '
dent pap card number, or demand deposit account .02 Applicants must file a new Form

.08 Some of the updates and changé'é’mber; 8633, Application to Participate in the
to Rev. Proc. 97—61 are as follows: (b) a port capacity of at least 1,000RS e-file Program, with completed fin-

(1) references to specific dates antines or the ability to simultaneously sergerprint cards for the appropriate individ-
specific tax years have been replaced witf{ce 1,000 customers; uals, if
more general references in order to elimi- (c) a network of personal comput- (1) the applicant has never partici-
nate the need for annual updates to thys that are linked by modems; pated in the Form 1040 On-Line Filing
revenue procedure; (d) access to a broad spectrum dProgram;

(2) the application period for newinformation and/or entertainment ser- (2) the applicant has previously been
applicants that intend to participate in th&ices; and denied participation in the Form 1040 On-
Form 1040 On-Line Filing Program for (e) a client base that has the ability.ine Filing Program; or
any filing season is extended beyond th® communicate using electronic mail. (3) the applicant has been suspended
beginning of the filing season (section  (2) SOFTWARE DEVELOPER. A from the Form 1040 On-Line Filing Pro-
4.05); “Software Developer” develops softwaregram.
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Applicants must designate that the  (8) the business address of the Orthe electronic portion of the taxpayer’s re-

Form 8633 is for the Form 1040 On-Lineline Filer’s controlling office. turn;
Filing Program by checking the box titledA Principal or the Responsible Official (d) whether the software can be
“ON-LINE FILING.” must sign the revised Form 8633 or thased to file Federal/State returns;

.03 An On-Line Filer must submit a re-letter. (e) whether the software is avail-

vised Form 8633 (designated for the Form .05 For applicants described in sectioable on the Internet and, if so, the Internet
1040 On-Line Filing Program as de-4.02 of this revenue procedure, the appladdress; and
scribed in section 4.02 of this revenueation period begins on the 1st day of Au- (f) the Professional Package name
procedure), signed by all “Principals” andgust preceding the filing season duringf the software submitted for Participants
the “Responsible Official” (as describedwhich they intend to participate in theAcceptance Testing (PATS) and whether
in section 4.12 of this revenue proceduref;orm 1040 On-Line Filing Program. Thethe software has successfully completed
with completed fingerprint cards for thoseapplication period continues into the fil-PATS;
appropriate individuals who have not subing season (see the Form 8633 instruc- (2) the applicant’s point of contact
mitted a fingerprint card with a previouslytions for the last date to file a new applifor matters relating to the Form 1040 On-
accepted application, if: cation); however, applications submitted.ine Filing Program and the telephone
(1) the On-Line Filer participated after the 1st day of December precedingumber for the point of contact;
solely as a Software Developer in thehe filing season may not be processed in  (3) the applicant’s customer service
most recent Form 1040 On-Line filingtime for the applicant to participate in theelephone number; and
season and intends to participate as &orm 1040 On-Line Filing Program by (4) the procedures the applicant will
On-Line Service Provider or Transmitter;the start of the filing season. use to ensure that no more than five re-
(2) there is an additional Principal, .06 Revised applications described iturns are transmitted from one software
such as a partner or a corporate officesections 4.03 and 4.04 of this revenupackage or from one e-mail address (see
that must be listed on Form 8633; procedure must be submitted within 3Gections 5.09(2), 5.10(3), 5.10(4), and
(3) there is a Principal listed on Formdays of the change(s) reflected on the r&.11(12)).
8633 that should be deleted; or vised Form 8633 or in the letter. On-Line .09 Applicants described in section
(4) the Responsible Official on FormFilers that fail to submit revised applica4.02 that do not submit their applications
8633 changes. tions may be temporarily dropped fromon or before the 31st day of December
.04 Except as provided in section 4.0%he Form 1040 On-Line Filing Program. preceding the filing season during which
of this revenue procedure, an On-Line .07 Applicants and On-Line Filers dethey intend to participate must submit the
Filer must submit either a revised Fornscribed in sections 4.02 through 4.04 ohformation described in sections 4.08(1)
8633 (designated for the Form 1040 Orthis revenue procedure must file Fornthrough (4) at the time they submit their
Line Filing Program as described in sec8633 (or a letter as provided in sectiompplications.
tion 4.02 of this revenue procedure), or 4.04 of this revenue procedure) with the .10 On-Line Filers must submit any
letter containing the same informatiormApplication Processing Center at the adchanges to the information contained in
contained in a revised Form 8633, if anylress listed in the instructions for Fornsections 4.08(1) through (4) of this rev-
information on the On-Line Filer's Form 8633. enue procedure to the IRS Headquarters
8633 has changed. A revised Form 8633 .08 Applicants described in sectior-orm 1040 On-Line Filing Program Ana-
or letter submitted under this sectiont.02 that submit their applications on otyst by the 31st day of December preced-
should include only the changed informabefore the 31st day of December precedig the next filing season.
tion and the following identifying infor- ing the filing season must submit the fol- .11 Applicants and On-Line Filers de-
mation: lowing information (or the name andscribed in sections 4.01 through 4.04 of
(1) the On-Line Filer’s legal name; phone number of an individual who carthis revenue procedure that intend to par-
(2) the On-Line Filer’'s employer provide the information) to the IRS Head{icipate as a Transmitter or a Software De-
identification number and/or social secuquarters Form 1040 On-Line Filing Pro-veloper in the Form 1040 On-Line Filing
rity number (EIN/SSN); gram Analyst (see section 18 of this revProgram must first successfully complete
(3) the On-Line Filer’s “Doing Busi- enue procedure) no later than the 31st ddlye necessary testing at the appropriate
ness As” (DBA) name; of December preceding the filing seasonservice center(s). Such testing must be
(4) whether the On-Line Filer is con- (1) the brand name of the softwareompleted for each filing season during
trolled or owned by another On-Linethe applicant will be using, has develwhich the applicant or On-Line Filer in-
Filer; oped, or will be transmitting, and the fol-tends to participate as a Transmitter or
(5) the On-Line Filer’s controlling lowing information regarding the soft- Software Developer.
office name; ware: .12 Each individual listed as a Princi-
(6) the Electronic Transmitter Identi- (a) the name of the Software Dejpal or a Responsible Official on a Form
fication Number (ETIN) of the On-Line veloper for the software; 8633 must:
Filer's controlling office; (b) the name of the Transmitter for (1) be a United States citizen or an
(7) the Electronic Filing Identifica- the software; alien lawfully admitted for permanent res-
tion Number (EFIN) of the On-Line (c) the retalil cost of the softwareidence as described in 8 U.S.C. § 1101(a)-
Filer's controlling office; and and any additional costs for transmitting20) (1994);
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(2) have attained the age of 21 as of  (2) an EFIN for each applicable serthe rejection or suspension of a corpora-

the date of application; vice center; and tion or a partnership from the Form 1040
(3) submit with Form 8633 one stan- (3) if appropriate, an ETIN for eachOn-Line Filing Program, the Form 1040
dard fingerprint card with a full set of fin- applicable service center. ELF Program, or the Form 1040 IRS

gerprints taken by a law enforcement .15 If an On-Line Filer is a Softwaree-file Program; or
agency, except as provided in section 4.13eveloper that performs no other function  (12) knowingly and directly or indi-
of this revenue procedure; and in the Form 1040 On-Line Filing Programrectly accepting employment as an associ-
(4) except as provided in sectiorbut software development, no Principal oate, correspondent, or as a subagent from,
4.15 of this revenue procedure, pass Responsible Official needs to pass a suitr sharing fees with, any firm, organiza-
suitability check that includes a creditability check. tion, or individual that is prohibited from
check, a tax compliance check, and a fin- .16 The Service may reject an applicaapplying to participate in the Form 1040
gerprint check. tion to participate in the Form 1040 On-On-Line Filing Program, the Form 1040
.13 In lieu of a standard fingerprintLine Filing Program for the following ELF Program, or the Form 1040 IRS
card, an individual may choose to submiteasons (this list is not all-inclusive).e-file Program, or that is suspended from
evidence that the individual is: These reasons apply to any firm, organparticipating in the Form 1040 On-Line
(1) an attorney in good standing ofzation, Principal, or Responsible OfficialFiling Program, the Form 1040 ELF Pro-
the bar of the highest court of any Statdisted on Form 8633: gram, or the Form 1040 IR&file Pro-
Commonwealth, possession, territory, or (1) conviction of any criminal of- gram. This includes any individual
the District of Columbia, and is not cur-fense under the revenue laws of thehose actions resulted in the rejection or
rently under suspension or disharmertnited States, or of any offense involvingsuspension of a corporation or a partner-
from practice before the Service or the batishonesty or breach of trust; ship from the Form 1040 On-Line Filing
of the highest court of any State, Com-  (2) failure to file timely and accurate Program, the Form 1040 ELF Program, or
monwealth, possession, territory, or théax returns, including returns indicatingthe Form 1040 IR$-file Program.
District of Columbia; that no tax is due (unless the applicant did
(2) a certified public accountant whonot have a legal filing requirement); SECTION 5. RESPONSIBILITIES OF
is duly qualified to practice as a certified (3) failure to timely pay any tax lia- AN ON-LINE FILER
public accountant in any State, Commorbilities; .01 To ensure that complete returns are
wealth, possession, territory, or the Dis-  (4) assessment of any tax pe”altiesiaccurately and efficiently filed, an On-
trict of Columbia, and is not currently (5) suspension/disbarment from jne Filer must comply with all the publi-
under suspension or disbharment fromractice before the Service; cations and notices of the Service relating
practice before the Service or whose li-  (6) disreputable conduct or othek, the Form 1040 On-Line Filing Pro-
cense to practice is not currently susfacts that would reflect adversely on th%ram. The Service will from time to time
pended or revoked by any State, Conform 1040 On-Line Filing Program;
monwealth, possession, territory, or the  (7) misrepresentation on an applicarefiact changes to the program. It is the
District of Columbia; tion; _ o _responsibility of the On-Line Filer to en-
(3) an enrolled agent pursuant to part  (8) suspension or rejection from ei o that it complies with the latest ver-
10 of 31 C.F.R. Subtitle A; ther the Form 1040 On-Line Filing Pro-gjon of all publications and notices. The
(4) an officer of a publicly held cor- gram, the Form 1040 Electronic Filing, piications and notices governing the
poration; or (ELF) Program, or the Form 1040 IRS4m 1040 On-Line Filing Program in-
(5) a banking official who is bondede-file Program in a prior year;

clude:
and has been fingerprinted within the last  (9) unethical practices in return (1) Publication 1345, Handbook for

two years. , o _preparation; , _ Electronic Return Originators of Individ-
.14 The Service will issue credentials  (10) stockpiling returns prior to offi- |- |ncome Tax Returns, and Publication

each year to eligible applicants, On-Lineial acceptance into the Form 1040 On1345A;

Filers that do not have to reapply pursuaritine Filing Program (see section 5.21 of (2) Publication 1346:

to section 4.01 of this revenue procedurdhis revenue procedure); (3) Publication 1436, Test Package

and On-Line Filers that comply with sec- (11) knowingly and directly or indi- ¢4 Ejectronic Filing of Individual Income

tion 4.03 or 4.04 of this revenue procerectly employing or accepting assistancg,, Returns; and

dure, provided they have first satisfactofrom any firm, organization, or individual (4) Postings to the Electronic Filing

rily completed the testing described irthat is prohibited from applying to partici—System Bulletin Board (EFS Bulletin

section 4.11 of this revenue procedure fpate in the Form 1040 On-Line F“i”gBoard), and the IRS

they intend to participate as a TransmitteProgram, the Form 1040 ELF Program, 0;e at-

or Software Developer. No one may parthe Form 1040 IR®-file Program, or that _

ticipate in the Form 1040 On-Line Filingis suspended from participating in the http://www.irs.ustreas.gov

Program without the following creden-Form 1040 On-Line Filing Program, theon the Internet.

tials: Form 1040 ELF Program, or the Form .02 An On-Line Filer must maintain a

(1) a letter of acceptance into thel040 IRSe-file Program. This includes high degree of integrity, compliance, and
Form 1040 On-Line Filing Program; any individual whose actions resulted iraccuracy.

update such publications and notices to

“Digital Daily” web
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.03 An On-Line Filer may accept re-or ETIN. An On-Line Filer must not (2) include the assigned DCN in the
turns for the Form 1040 On-Line Filingtransfer its EFIN or ETIN by sale, loan,transmission of the electronic portion of a
Program only from the taxpayer filing thegift, or otherwise to another entity. return;
return or from another On-Line Filer. .09 An On-Line Filer that participates (3) send all electronic portions of re-

.04 If an On-Line Filer charges a feeas an On-Line Service Provider must:  turns within three calendar days of receipt
for the transmission of the electronic por- (1) provide assistance to a subscribép the appropriate service center based on
tion of a tax return, the fee may not bén transmitting the electronic portion of athe state code in the taxpayer’s return ad-
based on a percentage of the refuntx return; dress;
amount or any other amount from the tax  (2) ensure that no more than five tax ~ (4) retrieve the acknowledgement
return. returns are filed electronically by one subfile (in which the Service states whether it

.05 An On-Line Filer must submit a re-scriber; accepts or rejects the electronic portion of
vised Form 8633 (or a letter as provided  (3) not provide to a subscriber soft2 taxpayer’s return for processing) within
in section 4.04 of this revenue procedureyare that has a Service-assigned produvo work days of transmission;
to the Application Processing Centetion password built into the software; and ~ (5) match the acknowledgement file
within 30 days of when any of the condi-  (4) immediately send to a subscribefO the original transmission file and notify
tions or changes described in section 4.Be information provided by a Transmitteth€ taxpayer of the status of a transmitted
or 4.04 of this revenue procedure occuunder section 5.16 or 5.17 of this revenul@turn as prescribed in section 5.19 of this

See section 4.06 of this revenue procerocedure. revenue procedure;
dure. .10 An On-Line Filer that participates ~ (6) retain, until the end of the calen-
.06 An On-Line Filer must notify the as a Software Developer must: ar year in which a return was filed, the

acknowledgement file received from the
ervice;

(7) retain, until the end of the calen-
dar year in which a return was filed, the
complete copy of the electronic portion of

Application Processing Center (at the ad- (1) promptly correct any software
dress listed in the instructions for Fornerror which causes the electronic portior$
8633) within 30 days of discontinuing itsof a return to be rejected;
participation in the Form 1040 On-Line (2) promptly distribute any software
Filing Program. This does not precludeorrection; i b tained i
reapplication in the future. (3) ensure that its software packag%hg driz utrr?at(rg:r): b: rr:azli?ean%nar:&%;]?ellc
.07 An On-Line Filer must ensure thatannot be used to transmit more than ﬁv%:)nveZted into an electrozic transmissiorzl
it promptly processes returns submitted telectronic returns; . )
. o . . . . that the Service can process;
it for electronic filing. See sections 5.09, (4) ensure that its software, if avail- . .
: . (8) immediately contact the appro-
5.10, and 5.11 of this revenue procedur@ble for use on an Internet web site, can- . . .
However, an On-Line Filer that receives aot be used to file more than five elecgnate_serwce center for further instruc-
return fo,r electronic filing on or beforetronic returns from one e-mail address; tions if an acknowledgement of accep-
the due date of the ret 9 ¢ that (5 that its soft tai ' tance for processing has not been received
e due date of the return must ensure tha (5) ensure that its software con ains y the Transmitter within two work days
the electronic portion of the return isForm 8453-OL format that can be printe

. : i " f transmission or if the Transmitter re-
transmitted on or before that due date (irand used by a taxpayer to file with the. .. .o o, acknowledgement for a return

cluding extensions). An electronicallyService; that was not transmitted on the designated

filed return is not considered filed until (6) ensure that its software contains fransmission:

the electronic portion of the tax return hagorm 1040-V, Payment Voucher, that can (9) promptly correct any transmis-

been acknowledged by the Service as abe printed and used by a taxpayer to filgjon error that causes an electronic trans-

cepted for processing and a completedith the Service; mission to be rejected;

and signed Form 8453-0OL has been re- (7) ensure that its software contains a (10) contact the service center that

ceived by the Service. However, if theconsent to disclosure statement; rejected the electronic portion of the re-

electronic portion of a return is success-  (8) not incorporate into its software &yrn for assistance if that portion of the re-

fully transmitted on or shortly before theService-assigned production passwordyrn has been rejected after three trans-

due date and the taxpayer complies witand mission attempts;

section 7.01 of this revenue procedure, (9) provide a copy of the software (11) ensure the security of all trans-

the return will be deemed timely filed. Ifand accompanying documentation (gnitted data;

the electronic portion of a return is transedemonstration package is sufficient) to  (12) ensure that it does not transmit

mitted on or shortly before the due datéhe IRS Headquarters On-Line Filing An-or accept for transmission more than five

and is ultimately rejected, but the taxalyst upon successful completion of thelectronic returns originating from one

payer complies with section 5.18 of thigesting described in section 4.11 of thigoftware package or from one e-mail ad-

revenue procedure, the return will beevenue procedure. dress;

deemed timely filed. For a balance due .11 An On-Line Filer that participates (13) ensure that the electronic por-

return, see section 10 of this revenue pr@s a Transmitter must: tion of a return contains a completed con-

cedure for instructions on how to make a (1) assign (as prescribed in Publicasent to disclosure statement; and

timely payment of tax. tion 1346) a Declaration Control Number (14) ensure that it does not use soft-
.08 An On-Line Filer must ensure(DCN) to the electronic portion of eachware that has a Service-assigned produc-

against the unauthorized use of its EFINXeturn received from a taxpayer; tion password built into the software.
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.12 A Transmitter must include an On- .17 |If the Service informs the Trans- .21 A Transmitter is responsible for en-
Line Service Provider's EFIN on each remitter (in an acknowledgement file) thatsuring that stockpiling does not occur.
turn that the Transmitter accepts from athe electronic portion of a taxpayer’s reStockpiling means collecting returns from
On-Line Service Provider. turn has been rejected, the Transmitteaxpayers prior to official acceptance into

.13 A Transmitter must enter the lettemust notify the taxpayer, as prescribed ithe Form 1040 On-Line Filing Program,
“O” in the Trans Record “A” as the section 5.19 of this revenue procedure, @r, after official acceptance into the Form

“Transmission Type Code” when transthe following: 1040 On-Line Filing Program, waiting

mitting the electronic portion of an on- (1) that the Service rejected the eleamore than three calendar days to transmit
line electronically filed return to the Ser-tronic portion of the taxpayer’s return;  a return to the Service after receiving the
vice. (2) the date of the rejection; information necessary for transmission of

.14 A Transmitter must ensure that it (3) what the reject code(s) means; the electronic portion of a tax return.
does not combine, within the same trans-  (4) what steps the taxpayer needs to .22 An On-Line Filer may not offer,
mission to the Service, the electronic portake to correct the error that caused the ror in any way participate in or facilitate,
tion of a return filed under the Form 104(Qection; and a Refund Anticipation Loan (RAL) in
On-Line Filing Program with the elec- (5) the information contained in seCconnection with any return filed under the
tronic portion of a return filed under anytion 5.18 of this revenue procedure. Form 1040 On-Line Filing Program. A
other electronic filing program. .18 If the taxpayer chooses not to havRAL is money borrowed by a taxpayer
.15 A Transmitter must ensure that ithe electronic portion of the return corthat is based on a taxpayer’s anticipated
does not use an EFIN or ETIN obtainedected and transmitted to the Service, or jhcome tax refund.
through the Form 1040 IR&file Pro- the electronic portion of the return cannot 23 An On-Line Filer may not charge a
gram in a transmission of the electronibe accepted for processing by the Servicgeparate fee for a Direct Deposit. See
portion of a taxpayer’s return as part othe taxpayer must file a paper return byection 9 of this revenue procedure.
the Form 1040 On-Line Filing Program. the later of: .24 In addition to the specific responsi-
.16 If the Service accepts the elec- (1) the due date of the return; or bilities described in this section, an On-
tronic portion of a taxpayer’s return, the (2) ten calendar days after the datgine Filer must meet all the requirements
Transmitter must notify the taxpayer (ashe Service gives notification that thg, this revenue procedure to keep the priv-
prescribed in section 5.19 of this revenuelectronic portion of the return is rejectecﬁege of participating in the Form 1040

procedure) of the following: o or that the electronic portion of _the returmyn_Line Filing Program.

(1) the date the transmission was a@annot be accepted for processing.
cepted,; The paper return should include an explé&SECTION 6. PENALTIES

(2) the DCN; nation of why the return is being filed . ,

(3) where to put the DCN on Formafter the due date. .01 Penalties for Disclosure or Use of
8453-0L; .19 A Transmitter that transmits a re/nformation.

(4) the requirement to properly com-urn of a taxpayer who is a subscriber of (1) An On-Line Filer, except a Soft-
plete and timely submit a Form 8453—-Olan On-Line Service Provider must notifyVare Developer that performs no other
with accompanying paper documents (inthe taxpayer by sending an electronifinction in the Form 1040 On-Line Filing
cluding Form W—2, Wage and Tax Statetransmission to the On-Line Servicd’rogram but software development, is a
ment; Form W-2G, Statement for RecipiProvider within two work days of retriev- t8x return preparer (Preparer) under the
ents of Certain Gambling Winnings; andng the acknowledgement file. A Trans-definition of § 301.7216-1(b) of the Regu-
Form 1099-R, Distributions From Pen-mitter that transmits a return of a taxpayé@tions on Procedure and Administration.
sions, Annuities, Retirement or Profit-who is not a subscriber of an On-LineA Preparer is subject to a criminal penalty
Sharing Plans, IRAs, Insurance Contract§ervice Provider must notify the taxpayefor unauthorized disclosure or use of tax
etc.) within one work day; by: return information. See § 7216 of the In-

(5) the appropriate service center's (1) sending an electronic transmisternal Revenue Code and § 301.7216-
address to which Form 8453—-OL with acsion to the taxpayer within two work daysl(a). In addition, § 6713 establishes civil
companying paper documents must bef retrieving the acknowledgement file; openalties for unauthorized disclosure or
sent; (2) mailing a written notification to use of tax return information.

(6) that a Form 8453—OL must be rethe taxpayer within one work day of re-  (2) Under § 301.7216-2(h), disclo-
ceived by the Service before an on-lingrieving the acknowledgement file. sure of tax return information among ac-
electronically filed return is complete; .20 A Transmitter must make availablecepted On-Line Filers for the purpose of
and to the Service upon request all items repreparing a return is permissible. For ex-

(7) that the taxpayer’s failure toquired by this section to be retained untiimple, an On-Line Service Provider may
timely submit a Form 8453-OL with ac-the end of the calendar year in which a rgpass on tax return information to a Trans-
companying paper documents could return was filed. The Transmitter mustmitter for the purpose of having an on-
sult in the Service not allowing the tax-make this material available either at théne electronic return formatted and trans-
payer to file a tax return through the Fornbusiness address of the Transmitter amitted to the Service. However, if the tax
1040 On-Line Filing Program in thefrom the contact representative named amturn information is disclosed or used in
future. Form 8633. any other way, an On- Line Filer may be
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subject to the penalties described in sec- .03 Other Penalties.In addition to the .03 The Transmitter must give the tax-
tion 6.01(1) of this revenue procedure. above specified provisions, the Servicpayer the DCN for the taxpayer’'s Form

.02 Other Preparer Penalties. reserves the right to assert all appropria®53—OL and instructions to the taxpayer

(1) Preparer penalties may be aspreparer, nonpreparer, and disclosurfer entering the DCN on Form 8453-OL.

serted against an individual or firm meetpenalties against an On-Line Filer as war- .04 If a taxpayer inquires about the sta-
ing the definition of an income tax returnranted under the circumstances. tus of a refund, the Transmitter, or On-
preparer under 8§ 7701(a)(36) and Line Service Provider if the taxpayer is a
§ 301.7701-15. Preparer penalties th EDCIZ\-;:CD)L,\JI,A?L :ZI\I%ROMM?EA'?;(OL' us. subscriber, must advise the taxpayer of
may be asserted under appropriate cif- the appropriate IRS TeleTax number to in-

cumstances include, but are not limited t IELﬁ\IL'GARATION FOR ON-LINE quire about the status of the taxpayer’s re-

those set forth in 88 6694, 6695, an fund. The Transmitter or On-Line Service
6713. .01 Procedures for Completing FormProvider should also advise the taxpayer
(2) Under 8§ 301.7701-15(d), an Ong453-0OL. to wait at least three weeks from the date

Line Filer is not an income tax return pre- (1) Form 8453-0OL must be com-the Service acknowledged that the elec-
parer for the purpose of assessing mopleted by the taxpayer in accordance wittronic portion of the taxpayer’s return was
preparer penalties as long as the On-Linge instructions for that form. accepted for processing before calling the
Filer's services are limited to “typing, re-  (2) The taxpayer(s)'s name, addresgeleTax number.
production, or other mechanical assissocial security number(s), and tax return .05 The Transmitter must inform the
tance in the preparation of a return oihformation in the electronic transmissiortaxpayer that the address on the electronic
claim for refund.” must be identical to the information onportion of the return, once processed, will

(3) If an On-Line Filer alters the re-the Form 8453-OL that the taxpayer(she used to update the taxpayer’s address
turn information in a nonsubstantive waysigns and will mail to the service centeof record. The Service uses the tax-
this alteration will be considered to comehat acknowledged acceptance of the elepayer’s address of record for various no-
under the “mechanical assistance” excepronic portion of the return. tices that are required to be sent to a tax-
tion described in § 301.7701-15(d)(1). A (3) If the electronic portion of a re-payer’s “last known address” under the
nonsubstantive change is a correction aurn was filed as a joint return, bothinternal Revenue Code and for refunds of
change limited to a transposition errorspouses’ signatures are required on Forgverpayments of tax (unless otherwise
misplaced entry, spelling error, or arith-8453-0OL. specifically directed by the taxpayer, such
metic correction that falls within the fol- (4) The taxpayer’s Form 8453—-OLgg by Direct Deposit).
lowing tolerances: must be sent to the address of the service

(a) the amount of “Total tax”, center that acknowledged acceptance &ECTION 9. DIRECT DEPOSIT OF
“Federal income tax withheld”, “Refund”, the electronic portion of the return withinREFUNDS
or “Amount you owe” on Form 8453-0OL one work day after the taxpayer is pro- 01 The Servi ill ordinaril
differs from the corresponding amount orvided notification that the electronic por-_ € Service will ordinarily process
the electronic portion of the tax return bytion of the taxpayer’s return has been a@ "€quest for Direct Deposit but reserves
no more than $7: cepted for processing. the right to issue a paper refund check.
(b) the amount of “Total income” .02 Missing Form 8453-OL.If the 02 .The Serwce_does not guarantee a

shown on Form 8453—OL differs from theService determines that a Form 8453-0FPecific date by which a refund will be di-
corresponding amount on the electronits missing, the taxpayer must provide thgectly deposited into the taxpayer's finan-
portion of the tax return by no more tharervice with a replacement. A taxpayefid! institution account.

$25: or must also provide a copy of any Form(s) ‘03 Neither the Service nor Financial
(c) dropping cents and rounding toN—2, W—2G, 1099-R, and all other atanagement Service (FMS) is responsi-
whole dollars. tachments to Form 8453—OL. ble for the misapplication of a Direct De-

(4) If an On-Line Filer alters the re- .03 Substitute Form 8453-OLIf a POSit that is caused by error, negligence,
turn information in a substantive Way’SUbStitUte Form 8453-OL is Used, it mu@r malfeasance'on t.he pgrt 'Of the tax-
rather than having the taxpayer alter thB€ approved by the Service prior to use. Payer, On-Line Filer, financial institution,

E ; ; i or any of their agents.
return, the On-Line Filer will be consid SECTION 8. INFORMATION AN

ered to be an income tax return Preparely ;| INE FILER MUST FURNISH TO  SECTION 10. BALANCE DUE

for purposes of § 7701(a)(36). THE TAXPAYER RETURNS
(5) If an On-Line Filer goes beyond

mechanical assistance, the On-Line Filer .01 The Transmitter must advise a tax- -01 An on-line electronically filed bal-
may be held liable for income tax returrpayer to retain a complete copy of the reance due return is transmitted to the ap-
preparer penalties. See Rev. Rul. 85-18frn and any supporting material. propriate service center in the same man-
1985-2 C.B. 341 (which describes a situ- .02 The Transmitter must advise th&er that a refund or zero balance return is
ation where a Software Developer wasaxpayer that an amended return, ifled. A balance due return is not com-
determined to be an income tax returneeded, must be filed as a paper retuplete unless and until the Service receives
preparer and subject to certain preparemd mailed to the service center thaform 8453—OL completed and signed by
penalties). would handle the taxpayer’s paper returnthe taxpayer.
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.02 Taxpayers who file balance due re- .05 An On-Line Filer using electronicLine Filing Program. In most circum-
turns under the Form 1040 On-Line Filindiling promotional materials or logos pro-stances, a suspension from participation
Program for any taxable year are respowided by the Service must comply with aliin the Form 1040 On-Line Filing Program
sible for making full and timely paymentService instructions pertaining to the prois effective as of the date of the letter in-
of any tax that is due. Failure to make fulimotional materials or logos. forming the On-Line Filer of the suspen-
payment on or before the due date of the .06 An On-Line Filer using the Directsion.
return (determined without regard to exbBeposit name and logo must comply with .02 If a Principal or Responsible Offi-

tensions) will result in the imposition ofthe following: cial is suspended from the Form 1040 On-
interest and may result in the imposition (1) The name “Direct Deposit” will Line Filing Program, every entity that
of penalties. be used with initial capital letters or alllisted the suspended Principal or Respon-
.03 Taxpayers have several options farapital letters; sible Official on its Form 8633 may also
paying balances due, including the fol-  (2) The logo/graphic for Direct De- be suspended.
lowing: posit will be used whenever feasible in .03 The Service will monitor the
(1) DIRECT DEBIT. Taxpayers advertising copy; and timely receipt of Forms 8453-OL.

may authorize the Service to debit their  (3) The color or size of the Direct .04 The Service will monitor the qual-
checking or savings account for thédeposit logo/graphic may be changedty of an On-Line Filer's transmissions
amount of the balance due; when used in advertising pieces. throughout the filing season. The Service
(2) PAY BY CHECK. Taxpayers .07 Advertising materials must notwill also monitor the electronic portion of
may pay any balance due by sending @arry the FMS, IRS, or other Treasuryeturns and tabulate rejections, errors, and
check, along with Form 1040V, Paymen&eals. other defects. If quality deteriorates, the
Voucher, to the Service. The Form 1040- .08 Advertising for a cooperative elec-On-Line Filer will receive a warning from
V is contained in all software approvedronic return filing project (public/private the Service.
for use in the Form 1040 On-Line Filingsector) must clearly state the names of all .05 The Service will monitor com-
Program (see section 5.10(6) of this reweooperating parties. plaints about an On-Line Filer and issue a
enue procedure); and .09 If an On-Line Filer uses radio ofwarning or suspension letter as appropri-
(3) INSTALLMENT AGREE- television broadcasting to advertise, thgte.
MENT. Taxpayers who cannot pay theéoroadcast must be pre-recorded. The On- 06 The Service reserves the right to
balance due with the return may requedtine Filer must keep a copy of the presuspend an On-Line Filer from participa-
an installment payment arrangement byecorded advertisement for a period of afon in the Form 1040 On-Line Filing Pro-
filing Form 9465, Installment Agreementleast 36 months from the date of the lagjram for violating any provision of this
Request, with their return. transmission or use. revenue procedure. Generally, the Ser-
.10 If an On-Line Filer uses direct mailvice will advise a Suspended On-Line
or fax communications to advertise, thesjler concerning the requirements for
On-Line Filer must retain a copy of thereacceptance into the Form 1040 On-Line
.01 An On-Line Filer must comply with &ctual mailing or fax, along with a list orfiling Program. The following reasons
the advertising and solicitation provision®ther description of firms, organizationsmay lead to a warning letter and/or sus-
of 31 C.F.R. Part 10 (Treasury Departmert’ Individuals to whom the communica-pension of an On-Line Filer from the
Circular No. 230). This circular prohibitsion Was mailed, faxed, or otherwise diSForm 1040 On-Line Filing Program (this
the use or participation in the use of an?'b“"ed for a period of at least 36 monthgst s not all-inclusive):
form of public communication containing!ToM the date of the last mailing, fax, or (1) the reasons listed in section 4.16
a false, fraudulent, misleading, deceptivélistribution. o _ of this revenue procedure;
unduly influencing, coercive, or unfair _-11 Acceptance to participate in the  (2) deterioration in the format of in-
statement or claim. Any claims concerning 0™ 1040 On-Line Filing Program doegjjyidual transmissions;
faster refunds by virtue of electronic filingOt Imply endorsement by the Service,  (3) unacceptable cumulative error or

must be consistent with the language in of MS: or the Treasury Department of thggjection rate;

ficial Service publications. software or quality of services provided. (4) stockpiling returns at any time
.02 An On-Line Filer must adhere toOgEcTION 12. MONITORING AND while pgrticipating in the Form 1040 On-
all relevant fe.deral, state, and local cong;SpPENSION OF AN ON-LINE FILER Line FI|Ing Program; _
sumer protection laws that relate to adver- (5) failure on the part of a Transmit-
tising and soliciting. .01 The Service will monitor an On-ter to retrieve acknowledgement files
.03 An On-Line Filer must not use theline Filer for conformity with this rev- within two work days of transmission by
Service's name, “Internal Revenue Serenue procedure. Before suspending dhe Service;
vice” or “IRS”, within a firm’s name. On-Line Filer, the Service may issue a  (6) failure on the part of a Transmit-
.04 An On-Line Filer must not use im-warning letter that describes specific corter to notify the taxpayer, as prescribed in
proper or misleading advertising in relarective action for deviations from this rev-section 5.19 of this revenue procedure, of
tion to the Form 1040 On-Line Filing Pro-enue procedure. However, the Servicthe status of a transmitted return within
gram (including the time frames forcan immediately suspend, without noticetwo work days of receipt of the acknowl-
refunds). an On-Line Filer from the Form 1040 On-edgement files from the Service;
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(7) failure on the part of an On-LineSECTION 13. ADMINISTRATIVE cant and the material described in section
Service Provider to ensure that no morBREVIEW PROCESS FOR DENIAL OF 13.06 of this revenue procedure. The Ap-
than five tax returns are filed electroniPARTICIPATION IN THE FORM 1040 plication Processing Center will forward
cally by one subscriber; ON-LINE FILING PROGRAM these materials to the Director of Practice

(8) failure on the part of a Transmit- . .~ within 15 calendar days of receipt of the
ter to ensure that it does not transmit or -01 An applicant that has been denieg, icants written appeal.
accept for transmission more than fiv@articipation in the Form 1040 On-Line ™ ng  kaijyre to respond within either of
electronic returns originating from onefiling Program has the right to an adming, o 30 g4y periods described in sections
software package or one e-mail address;Strative review. During the administra-) 3 53 4041306 of this revenue procedure

(9) significant complaints about antiVe review process, the denial of partici;. o, ocably terminates an applicant's right
On-Line Filer, pation remains in effect. o to an administrative review or appeal.

(10) failure on the part of an On-Line_ -02 In response to the submission of & 49 ¢ 4 application for participation in
Filer to ensure against the unauthorizegorm 8633, _the Application Processingo Form 1040 On-Line Filing Program is
use of its EFIN and/or ETIN; Center will either (1) accept an applicang, e the applicant is ineligible to sub-

(11) failure on the part of an On-Linelt0 the Form 1040 On-Line Filing Pro- . o e, application for two years from
Filer to cooperate with the Service’s efgram, or (2) issue a proposed letter of dgp . application date of the denied applica-
forts to investigate electronic filing abusenial that explains to the applicant why the. | -

(12) violation of the advertising stan-Application Processing Center proposes
dards described in section 11 of this red? reject the application to participate ISECTION 14. ADMINISTRATIVE
enue procedure; the Form 1040 On-Line Filing Program. REVIEW PROCESS FOR

(13) failure to maintain and make -03 An applicant who receives a proSUSPENSION FROM THE FORM 1040
available records as described in sectigtpsed letter of denial may mail or deliveroN-LINE FILING PROGRAM

5.20 of this revenue procedure; within 30 calendar days of the date of the _ .
(14) failure to Supp|y ataxpayer Withproposed letter of denial, a written re- .01 An On-Line I_:I!er that has been
an accurate DCN: sponse to the Application Processing Cerglspended from participation in the Form

(15) failure to give effective instruc- ter. The applicant’s response must ad1;040 On-Line_F.iIing.Progrgm has _the
tions to a taxpayer concerning the entry dgiress the Application Processing Centerght to an administrative review. During
the DCN on Form 8453—OL: reason(s) for proposing the denial to pathe administrative review process, the

(16) failure to timely submit a re- ticipate. suspension remains in effect.
vised Form 8633 (or a letter containing -04 Upon receipt of an applicant's 02 If an On-Line Filer receives a sus-
the same information contained in a rewritten response, the Application ProcesgPension letter, the On-Line Filer may mail
vised Form 8633) notifying the Service ofing Center will reconsider its proposedr deliver, within 30 calendar days of the
changes described in section 4.03 or 4.datter of denial. The Application Processdate of the suspension letter, a detailed
of this revenue procedure; or ing Center may either (1) withdraw itswritten explanation, with supporting doc-

(17) failure to comply with a provi- proposed letter of denial and accept thementation, of why the suspension letter
sion of an implementing document forapplicant into the Form 1040 On-Line Fil-should be withdrawn. This written re-
any pilot program in which the On-Lineing Program, or (2) finalize the propose@ponse should be sent to the district office
Filer is a participant (see section 15 of thigenial letter. or service center that issued the suspen-
revenue procedure). .05 If an applicant receives a final desion letter.

.07 The Service may list in the Inter-nial letter from the Application Process- .03 Upon receipt of the On-Line
nal Revenue Bulletin, district office list-ing Center, the applicant is entitled to afriler's written response, the district office
ings, district office newsletters, and on th@ppeal, in writing, to the Director of Prac-or service center will reconsider its sus-
EFS Bulletin Board the name andice. pension of the On-Line Filer. The district
owner(s) of any entity suspended from the .06 The appeal must be mailed or desffice or service center may either (1)
Form 1040 On-Line Filing Program andlivered to the Application Processingwithdraw its suspension letter, or (2) af-
the effective date of the suspension. Center within 30 calendar days of the dattrm the suspension.

.08 If a participant is suspended fronof the final denial letter. An applicant's .04 If the On-Line Filer receives a let-
participating in the Form 1040 On-Linewritten appeal must contain a detailed exer affirming the suspension, the On-Line
Filing Program, the period of suspensioplanation, with supporting documenta-iler is entitled to an appeal, in writing, to
includes the remainder of the calendation, of why the denial should be re-the Director of Practice.
year in which the suspension occurs plugersed. .05 The appeal must be mailed or de-
the next two calendar years. A suspended.07 The Application Processing Centelivered to the district office or service
participant may submit a new applicatiorwill, upon receipt of a written appeal tocenter that issued the suspension letter
for the application period immediatelythe Director of Practice, forward to thewithin 30 calendar days of the date of the
preceding the end of the suspension.  Director of Practice its file on the appli-letter affirming the suspension. The On-
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Line Filer's written appeal must containplementing document specifically pro-a collection of information unless the col-
detailed reasons, with supporting docuvides otherwise. lection of information displays a valid
mentation, for reversal of the suspension. .03 Aviolation of a provision of an im- control number.

.06 The district office or service centeiplementing document is considered a vio- The collections of information in this
whose decision to suspend is being apation of this revenue procedure and masevenue procedure are in sections 4, 5, 8,
pealed will, upon receipt of a written ap-subject the participant to penalties and/aand 11 of the revenue procedure. This in-
peal to the Director of Practice, forwardsuspension as provided in this revenu®rmation is required by the IRS to imple-
its file on the On-Line Filer to the Direc-procedure. See section 12.06(17) of thiment the Form 1040 On- Line Filing Pro-

tor of Practice. The district office or sertevenue procedure. gram and to enable taxpayers to file their
vice center will also forward to the Direc- individual income tax returns electroni-
tor of Practice the material described iPECTION 16. EFFECT ON OTHER cally through the Form 1040 On-Line Fil-
section 14.05 of this revenue procedur&? OCUMENTS ing Program. The information will be
The district office or the service center Rev. Proc. 97-61, 1997-52 I.R.B. 50used to ensure that taxpayers receive ac-
will forward these materials within 15is superseded. curate and essential information regarding
calendar days of the receipt of an On-Line the filing of their return through the Form
Filer's written request for appeal. SECTION 17. EFFECTIVE DATE 1040 On-Line Filing Program and to
07 Failure to appeal within either of ;0o e procedure is effectivddentify the persons involved in the filing
the 30-day periods described in SeCt'Or‘geptember 21 1998 of a return through the Form 1040 On-
14.02 and 14.05 of this revenue procedure ’ ' Line Filing Program. The collections of
irrevocably terminates an On-Line Filer'sSECTION 18. INTERNAL REVENUE information are required to retain the ben-
right to an appeal. SERVICE OFFICE CONTACT efit of participating in the Form 1040 On-
, . , Line Filing Program. The likely respon-
SECTION 15. PILOT PROGRAMS All questions regarding this revenugyenig are business or other for-profit

01 The e requany conducefESAIE 20008 e 1 et Gt .
pilot programs to introduce new technol- brog The estimated total annual reporting

ogy into the Form 1040 On-Line Filing Headquarters Form 1040 On-Line Filing,, recordkeeping burden is 5,926 hours.

Program. These pilot programs are us Program Analyst. The telephone number 1o astimated annual burden per re-

ally conducted within a limited geo_tglrl-tfrllesepzlrjprﬁzirl)s (2T?129) ;Sg;gigié?%%pon(jent/recordkeeper varies from eight
graphic area or within a limited taxpayer o ¢ Headquarter.s Form 1040 On-Lin?S)-mmUtes-to 455 hours, depending on
or On-.Lme Filer commun!ty. The S.erVICeF'I' P Analvst | OP'ETA'O'PqndIVIdual circumstances, with an estl—.
establishes rules for participating in thes ning Frogram Analyst 1S OF ~""'mated average of 423 hours (or approxi-

pilot programs and embodies these rulex?00 Ellin Road, Lanham, MD 20706.  ately two (2) minutes per on-line elec-

in an implementing document typicallySEcTION 19. PAPERWORK tronically filed return). The estimated
referred to as a “Memorandum of UnderrRepucTION ACT number of respondents and recordkeepers
standing” (MOU) or “Memorandum of is 14.

Agreement” (MOA). Pilot participants The collections of information con- The estimated annual frequency of re-
must agree to the provisions of the impletained in this revenue procedure havsponses is on occasion.
menting document in order to participatdeen reviewed and approved by the Of- Books or records relating to a collec-
in the pilot program. fice of Management and Budget in accortion of information must be retained as
.02 An implementing document sup-dance with the Paperwork Reduction Aclong as their contents may become mater-
plements this revenue procedure, but do€44 U.S.C. 3507) under control numberal in the administration of any internal
not supersede it. Participants in a pilot545-1513. revenue law. Generally, tax returns and
program remain subject to the provisions An agency may not conduct or sponsotax return information are confidential, as
of this revenue procedure unless the inand a person is not required to respond teequired by 26 U.S.C. § 6103.
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Part IV. Items of General Interest
Changes to Forms W-2 and W-3 Delayed Until Tax Year 2000

Announcement 98-84

Background

Changes Will Be
Delayed

In Announcement 98--55, 1998-26 |.R.B. 41, the IRS asked for comments on proposed changes to Form
W-2, Wage and Tax Statement, and Form W-3, Transmittal of Wage and Tax Statements. These changes
had been proposed for the 1999 forms to be filed in 2000.

Based on comments and suggestions received in response to Announcement 98-55, the IRS will postpone
making major revisions to Forms W—-2 and W-3 until tax year 2000; that is, the year 2000 forms filed in
2001. However, see the changes to the 1999 forms noted below.

The Service is delaying implementation to adequately consider all comments received and to give the pay-
roll industry sufficient time to prepare for the changes. Many employers voiced concerns that changes to
Forms W-2 and W-3 would hinder efforts to update systems for the year 2000 date change.

1999 Forms The 1999 Forms W-2 and W-3 will remain the same size and retain the same format as the 1998 forms.
W-2 and W-3 However, the following changes will be made:

e The use of Form W-2, box 12, “Benefits included in box 1,” will be optional. However, employers must
continue to report the lease value of a vehicle provided to an employee either in box 12 or in a separate
statement to the employee.

* Form W-3 will be a single copy with separate instructions provided in the “Instructions for Forms W-2
and W-3.” The second page, “YOUR COPY,” is eliminated.

2000 Forms The IRS plans to announce and request comments on proposed changes to the year 2000 Forms W-2 and
W-2 and W-3 W-=3 early in 1999.
Announcement 98-85 effective immediately, Schedule Q is nohot request reapproval if they choose to
o required to be filed for governmentalupdate the revision date for the applica-
The application forms used to requesg|ans. tion forms identified above. However,

determination letters for ongoing quali- The revised forms and instructions willSchedule Q (Form 5300) and the related
fied employee benefit plans have been rgre available after October 1, 1998, anhstructions must be changed to be word-
vised. The revised forms are Forms 530@hay be obtained from IRS distributionfor-word identical to the revised schedule.
5303, 5307, and 6406. The new revisiogenters by calling 1-800-TAX FORM aftergecause Schedule Q is not scannable, ad-
date for all forms is July 1998 (7/98). Exthat date. Except for Schedule Q (Forance approval after making this modifi-
cept for the revision date, no significant300), one copy of page one of the FOrmBation is not required.

changes have been made. Therefore, t8800 series applications is in scannable The revision dates that are currently ac-
current version of each form may conformat and printed in special red ink. FOEeptabIe are:

tinue to be used until further notice. these reasons, the Internet version of this o

Schedule Q (Form 5300) has also begsage may not be used instead of the origi-o™ Number Revision date
revised as of July 1998 to incorporate thaal. However, the forms may be computep300 1/96 & 7/98
changes made to IRC 401(a)(26) by thgenerated as described in Notice 90-38303 1/96 & 7/98
Small Business Job Protection Act ofNotice 90-38 provides instructions for2307 3/96 & 7/98
1996, and to clarify that item 5 of Schedgenerating an “OCR Data Sheet” that ma§406 1/96 & 7/98
ule Q, relating to coverage informationbe substituted for the pink shaded copy d¥ot revised at this time:
must be completed for nonstandardizegage one of each application. 5310 1/96 & 6/97 (see Announce-
safe harbor plans. Because of these modi-The Internet address is:http://www.irs. ment97-81)
fications, the July 1998 version of Schedustreas.gov 5310A 6/97 (see Announce-
ule Q must be used for applications sub- Software developers having approval ment 97-81)

mitted after December 31, 1998. Furtheto computer generate these forms need
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Deletions From Cumulative List 1998, and would end on the date the coubelow has recently filed a timely declara-
of Organizations Contributions first determines that the organization igory judgment suit under section 7428 of
to Which Are Deductible Under not described in section 170(c)(2) as moréhe Code, challenging revocation of its

Section 170 of the Code

Announcement 98-86

particularly set forth
7428(c)(1).
For individual contributors, the maxi- Protection under section 7428(c) of the

in section status as an eligible donee under section

170(c)(2).

mum deduction protected is $1,000, wittCode begins on the date that the notice of
The names of organizations that n@ hushand and wife treated as one contribevocation is published in the Internal
longer qualify as organizations describegtor. This benefit is not extended to anyRevenue Bulletin and ends on the date on
in section 170(c)(2) of the Internal Rev4individual who was responsible, in wholewhich a court first determines that an or-
enue Code of 1986 are listed below.  or in part, for the acts or omissions of thganization is not described in section
Generally, the Service will not disallow grganization that were the basis for revot70(c)(2), as more particularly set forth in

deductions for contributions made to &ation.

listed organization on or before the date

of announcement in the Internal Revenugenter for Affordable Housing
Baltimore, MD

qualifies. However, the Service is noCharlotte Chamber Foundation, Inc.
Charlotte, NC

for any contributions made after an Or98ppfessional Football Alumni, Inc.
nization ceases to qualify under sectiony;atairie LA

Bulletin that an organization no longer

precluded from disallowing a deduction

170(c)(2) if the organization has not

timely filed a suit for declaratory judg- St- Matthew Publishing, Inc.,
ment under section 7428 and if the corf/k/a2 Church and Bible Study in the Hom

tributor (1) had knowledge of the revocaPy Mail, Inc.

tion of the ruling or determination letter, L0S Angeles, CA

(2) was aware that such revocation wagirginia Association of Non-Profit

imminent, or (3) was in part responsibleHomes for the Aging

for or was aware of the activities or omis- Glen Allen, VA

sions of the organization that brought
about this revocation.

If on the other hand a suit for declaraSection 7428(c) Validation of
tory judgment has been timely filed, conCertain Contributions Made

tributions from individuals and organiza—During Pendency of Declaratory
tions described in section 170(c)(2) thaﬁudgment Proceedings

are otherwise allowable will continue to

section 7428(c)(1). In the case of individ-
ual contributors, the maximum amount of
contributions protected during this period
is limited to $1,000.00, with a husband
and wife being treated as one contributor.
This protection is not extended to any in-
dividual who was responsible, in whole or
in part, for the acts or omissions of the or-
ganization that were the basis for the re-
evocation. This protection also applies
(but without limitation as to amount) to
organizations described in section
170(c)(2) which are exempt from tax
under section 501(a). If the organization
ultimately prevails in its declaratory judg-
ment suit, deductibility of contributions
would be subject to the normal limitations
set forth under section 170.

Larry Lea Ministries, Inc.
Sherman, TX

be deductible. Protection under section This announcement serves notice to po-
7428(c) would begin on September 21tential donors that the organization listed
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Definition of Terms

Revenue rulings and revenue procedurgsdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) that modified because it corrects a publishedubstance of a prior ruling, a combination
have an effect on previous rulings use thgosition. (Compare wittamplifiedand of terms is used. For exampimodified
following defined terms to describe theclarified, above). and supersedediescribes a situation
effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered deterished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sulmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflashed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usewill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singleaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but notthat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

o H E.O—Executive Order. PHC—Personal Holding Company.
Abbreviations 9 wompany

ER—Employer. PO—Possession of the U.S.

The following abbreviations in current use and for£R|SA—Employee Retirement Income Security Act.PR—Partner.
merly used will appear in material published in the

Bulletin. EX—Executor. PRS—Partnership.

o F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Indmdugl. FC—Foreign Country. Pub. L—Public Law.
Acq.—A(?qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISG—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
EE:I;Z:iTIc'ary' FPH—Foreign Per'sonal Holding Company. Rev. Rul:—Bevenue Ruling.
B.T.A—Board of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C—individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.

COOR—Cooperative. GP—General Partner. T.D—Treasury Decision.
Ct.D—Court Decision. GR—Grantor. TFE—Transferee.

CY—County. IC—Insurance Company. TFR—Transferor.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.I.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.

DE—Donee. LP—Limited Partner. TR—Trust.

Del. Order—Delegation Order. LR—Lessor. TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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71-574
Obsoleted by
98-37, 1998-32 |.R.B

72-75
Obsoleted by
98-37, 1998-32 |.R.B

72-120
Obsoleted by
98-37, 1998-32 |.R.B

72-121
Obsoleted by
98-37, 1998-32 |.R.B

72-122
Obsoleted by
98-37, 1998-32 |.R.B

74-77
Obsoleted by
98-37, 1998-32 |.R.B

75-19
Obsoleted by
98-37, 1998-32 |.R.B

76-562
Obsoleted by
98-37, 1998-32 |.R.B&

77-214
Obsoleted by
98-37, 1998-32 |.R.B&

79-106
Obsoleted by
98-37, 1998-32 |.R.B&

83-113
Obsoleted by
98-37, 1998-32 |.R.B&

85-143
Obsoleted by
98-37, 1998-32 |.R.B&

1 A cumulative finding list for previously published

Obsoleted by
98-37, 1998-32 |.R.B6

88-79
Obsoleted by
98-37, 1998-32 |.R.B6

93-4
Obsoleted by
98-37, 1998-32 |.R.B5

93-5
Obsoleted by
98-37, 1998-32 |.R.B5

93-6
Obsoleted by
98-37, 1998-32 |.R.B

93-30
Obsoleted by
98-37, 1998-32 |.R.B&

93-38
Obsoleted by
98-37, 1998-32 |.R.Bo

93-49
Obsoleted by
98-37, 1998-32 |.R.B6

93-50
Obsoleted by
98-37, 1998-32 |.R.B5

93-53
Obsoleted by
98-37, 1998-32 |.R.B5

93-81
Obsoleted by
98-37, 1998-32 |.R.B5

93-91
Obsoleted by
98-37, 1998-32 |.R.B5

93-92
Obsoleted by
98-37, 1998-32 |.R.B5

93-93
Obsoleted by
98-37, 1998-32 |.R.B5

94-5
Obsoleted by
98-37, 1998-32 |.R.B&

94-6
Obsoleted by
98-37, 1998-32 |.R.Bb

94-30
Obsoleted by
98-37, 1998-32 |.R.B6

94-51
Obsoleted by
98-37, 1998-32 |.R.B5

94-79

Obsoleted by
98-37, 1998-32 |.R.B5

items mentioned in Internal Revenue Bulletins
1998-1 through 1998-28 will be found in Internal

Revenue Bulletin 1998-29, dated July 20, 1998.

September 21, 1998
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95-2
Obsoleted by
98-37, 1998-32 |.R.B6

95-9
Obsoleted by
98-37, 1998-32 |.R.B5

97-37
Obsoleted by
98-39, 1998-33 |.R.Bt

1998-38

I.R.B.
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