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Provide America’s taxpayers top quality service by help-
ing them understand and meet their tax responsibilities

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 are consolidated 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 Unpublished rulings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-

and by applying the tax law with integrity and fairness to
all.

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 .—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.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

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 Section 468.—Special Rules for  Section 1274.—Determination
Housing Credit Mining and Solid Waste of Issue Price in the Case of

. . - Reclamation and Closing Costs Certain Debt Instruments Issued
The adjusted applicable federal short-term, mid-
for Property

term, and long-term rates are set forth for the month The adjusted applicable federal short-term, mid-
of December 1999. See Rev. Rul. 99-48 on thigm and long-term rates are set forth for the month
page. of December 1999. See Rev. Rul. 99-48 on thi
page.

Iso sections 42, 280G, 382, 412, 467, 468, 482,
83, 642, 807, 846, 1288, 7520, 7872.)

Section 2806.—Gold Federal rates; adjusted federal rates;

ection .—Golaen . . adjusted federal long-term rate, and

Parachute Payments ISeCtlon 48d2'D_'3”0$atlonAOf the long-term exempt rate.For purposes
ncome an eductions Among of sections 1274, 1288, 382, and other

Federal short-term, mid-term, and Iong—term-raX avers )
rates are set forth for the month of December 1999 &P &Y sections of the Code, tables set forth the

See Rev. Rul. 99-48 on this page. Federal Short_term’ mid_term, and |0ng_tern{ates fOf December 1999
rates are set forth for the month of December 1999.
See Rev. Rul. 99-48 on this page. Rev. Rul. 99-48

Section 382.—Limitation on Net

. This revenue ruling provides various
Operating Loss Carryforwards gbp

. . Section 483.—Interest on prescribed rates for federal income tax
and Cgrtaln Bwlt—ln Losses Certain Deferred Payments purposes for December 1999 (the current
Following Ownership Change month.) Table 1 contains the short-term,

) ) ~ The adjusted applicable federal short-term, mid. . _ ; _
The adjusted applicable federal long-term rate igerm, and long-term rates are set forth for the montliwmd term, and long-term applicable fed

set forth for the month of December 1999. See Reyf December 1999. See Rev. Rul. 99-48 on thie'al rates (AFR) for the current month for
Rul. 99-48 on this page. page. purposes of section 1274(d) of the Inter-
nal Revenue Code. Table 2 contains the
short-term, mid-term, and long-term ad-
Section 412.—Minimum Funding Section 642.—Special Rules for  justed applicable federal rates (adjusted
Standards Credits and Deductions AFR) for the current month for purposes

The adjusted licable federal short-t id- Federal short-term, mid-term, and long termOf section 1288(b). Table 3 sets forth the
e adjusted applicable federal short-term, mid- - ' - ' - .
term, and long-term rates are set forth for the montiates are set forth for the month of December 190§djusted federal long-term rate and the

of December 1999. See Rev. Rul. 99-48 on thigee Rev. Rul. 99-48 on this page. long-term tax-exempt rate described in
page. section 382(f). Table 4 contains the ap-
propriate percentages for determining the

Section 807.—Rules for Certain  |ow-income housing credit described in

Arevenue procedure describes certain changes Reserves section 42(b)(2) for buildings placed in

the funding method used to determine the minimum . . _service during the current month. Table 5
funding standard for defined benefit plans for plan The adjusted applicable federal short-term, mid- . .
ontains the federal rate for determining

years beginning on or after January 1, 1999. Seerm, and long-term rates are set forth for the month

Rev. Proc. 99-45, page 603. of December 1999. See Rev. Rul. 99-48 on thithe present value of an annuity, an interest
page. for life or for a term of years, or a remain-
der or a reversionary interest for purposes
Section 467.—Certain Payments of section 7520. Finally, Table 6 contains
for the Use of Property or Section 846.—Discounted the 2000 interest rate for purposes of sec-
Services Unpaid Losses Defined tions 846 and 807.

The adjusted applicable federal short-term, mid- The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the mond{§'M. and long-term rates are set forth for the month

of December 1999. See Rev. Rul. 99-48 on thigf December 1999. See Rev. Rul. 99-48 on this
page. page.
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REV. RUL. 99-48 TABLE 1
Applicable Federal Rates (AFR) for December 1999
Period for Compounding
Annual Semiannual Quarterly Monthly
Short-Term
AFR 5.74% 5.66% 5.62% 5.59%
110% AFR 6.33% 6.23% 6.18% 6.15%
120% AFR 6.91% 6.79% 6.73% 6.70%
130% AFR 7.50% 7.36% 7.29% 7.25%
Mid-Term
AFR 6.20% 6.11% 6.06% 6.03%
110% AFR 6.83% 6.72% 6.66% 6.63%
120% AFR 7.46% 7.33% 7.26% 7.22%
130% AFR 8.10% 7.94% 7.86% 7.81%
150% AFR 9.38% 9.17% 9.07% 9.00%
175% AFR 10.98% 10.69% 10.55% 10.46%
Long-Term
AFR 6.47% 6.37% 6.32% 6.29%
110% AFR 7.13% 7.01% 6.95% 6.91%
120% AFR 7.79% 7.64% 7.57% 7.52%
130% AFR 8.45% 8.28% 8.20% 8.14%
REV. RUL. 99-48 TABLE 2
Adjusted AFR for December 1999
Period for Compounding
Annual Semiannual Quarterly Monthly
Short-term
adjusted AFR 4.02% 3.98% 3.96% 3.95%
Mid-term
adjusted AFR 4.76% 4.70% 4.67% 4.65%
Long-term
adjusted AFR 5.72% 5.64% 5.60% 5.57%
REV. RUL. 99-48 TABLE 3
Rates Under Section 382 for December 1999
Adjusted federal long-term rate for the current month 5.72%
Long-term tax-exempt rate for ownership changes during the current month (the highest of the
adjusted federal long-term rates for the current month and the prior two months.) 5.72%
REV. RUL. 99-48 TABLE 4
Appropriate Percentages Under Section 42(b)(2) for December 1999
Appropriate percentage for the 70% present value low-income housing credit 8.49%
Appropriate percentage for the 30% present value low-income housing credit 3.64%
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REV. RUL. 99-48 TABLE 5
Rate Under Section 7520 for December 1999

Applicable federal rate for determining the present value of an annuity, an interest for life or a
term of years, or a remainder or reversionary interest 7.4

REV. RUL. 99-48 TABLE 6
Rate under Sections 846 and 807

Applicable rate of interest for 2000 for purposes of sections 846 and 807 6.09%
Section 1288.—Treatment of Section 7520.—Valuation Tables Section 7872.—Treatment of
Original Issue Discount on The adjusted applicable federal short-term, mi J-oans With Below-Market
Tax-Exempt Obligations term, and long-term rates are set forth for the montf1terest Rates

) . . of December 1999. See Rev. Rul. 99-48, page 600. . ) )

The adjusted applicable federal short-term, mid- The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month term, and long-term rates are set forth for the month
of December 1999. See Rev. Rul. 99-48, page 600. of December 1999. See Rev. Rul. 99-48, page 600.
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®
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Part Ill. Administrative, Procedural, and Miscellaneous

26 CFR 601.201: Rulings and determination
letters.
(Also, Part I, section 412.)

Rev. Proc. 99-45

Section 1. Purpose and Scope

provals for changes. Section 5 of Rev.
Proc. 95-51 provides rules relating to the
establishment and maintenance of amorti-
zation bases upon changing methods.
Section 6 of Rev. Proc. 95-51 provides
restrictions under the revenue procedure.
.04 Rev. Proc. 98-10, 1998-2 |.R.B.

This revenue procedure modifies Rev,

Proc. 95-51 1995-2 C.B. 431 whicth’ modified Rev. Proc. 95-51 to provide
provides app;oval to change the,fundin pproval for additional changes in asset

method (including the asset valuation

aluation method and for certain changes

method) used for a defined benefit perl'-n valuati_o_n software. _Rev. Proc. 98_10
sion plan. This revenue procedure mod@!SC clarified and modified other provi-

fies Rev. Proc. 95-51 to provide approv

Sions of Rev. Proc. 95-51.

for a change in funding method in conggction 3. Additional Approvals under
nection with certain mergers; to clarifype, proc. 95-51

that the prohibition of a change in method

where there is a negative unfunded liabil-01 Section 4 of Rev. Proc. 95-51 (Spe-
ity applies only in certain circumstancegial Approvals) is modified to add a new
with respect to a change in fundingsection 4.06 as follows:

method involving a spread gain method; .06 Approval forDe MinimisMergers

to provide that the comparison of the re-
sults of new valuation software to the re-
sults of old valuation software may be
made on the basis of the prior year; and to
provide, in certain situations, that the re-
quirement that the plan administrator ap-
prove of the change in funding method
will be satisfied if the plan administrator
is made aware of the change.

Section 2. Background

.01 Section 412(c)(5)(A) of the Inter-
nal Revenue Code (“the Code”), as
amended, and section 302(c)(5)(A) of the
Employee Retirement Income Security
Act of 1974 (ERISA), Pub. L. 93-406,
1974-3 C.B. 1, 40, as amended, state that
if the funding method of a plan is
changed, the new funding method shall
become effective only if the change is ap-
proved by the Secretary.

.02 Section 1.412(c)(2)-1 of the In-
come Tax Regulations generally provides
that a change in the actuarial valuation
method used to value the assets of a plan
is a change in funding method that re-
quires approval under § 412(c)(5) of the
Code.

.03 Rev. Proc. 95-51 provides ap-
proval for certain changes in funding
method. Section 3 of Rev. Proc. 95-51
provides approval for changes to certain
specific methods including certain asset
valuation methods. Section 4 of Rev.
Proc. 95-51 provides various special ap-

1999-49 |.R.B.

(1) Approval is granted for a change
in method in connection with a
merger described in paragraph (2)
where the procedures set forth in
paragraphs (3) through (5) below are
followed.

(2) The merger involves the merger
of a smaller plan (within the mean-
ing of § 1.414(l)-1(h)(1)) and a
larger plan (within the meaning of
§ 1.414(I)-1(h)(1)). For purposes of
this paragraph (2), the rules of
88 1.414(1)-1(h)(2), 1.414(l)-
1(h)(3), and 1.414(1)- 1(h)(4) apply
in determining whether a merger is
de minimis.

(3) For the period from the begin-
ning of the plan year of the smaller
plan to the date of the merger, the
charges and credits to the funding
standard account for the smaller plan
are determined without regard to the
merger. If that period is less than a
full 12-month plan year, the charges
and credits to the funding standard
account for the smaller plan for this
period are ratably adjusted using the
principles of Rev. Rul. 79-237,
1979-2 C.B. 190, in the same man-
ner as if the date of the merger was
the date of plan termination of the
smaller plan. The deductible limit
under § 404 for contributions to the
smaller plan is determined by treat-
ing the period from the beginning of

603

the plan year to the date of merger as
a short plan year and following the
procedure set forth in section 5 of
Rev. Proc. 87-27, 1987-1 C.B. 769.
Schedule B of Form 5500 is filed for
the smaller plan for the period from
the beginning of the plan year of the
smaller plan to the date of the
merger. Any contributions made for
the smaller plan after the date of the
merger, but not later thar¥28nonths
after the date of the merger, are cred-
ited to the funding standard account
of the smaller plan for this period.
For purposes of applying § 4971(b)
(but not § 4971(a)) with respect to
the smaller plan, any funding defi-
ciency that existed for the smaller
plan is considered corrected as of the
date of merger.

(4) If the valuation date for the larger
plan for the plan year in which the
merger occurs precedes the date of
the merger, the charges and credits to
the funding standard account for the
larger plan for that plan year are de-
termined without regard to the
merger. Consequently, Schedule B
of Form 5500 for the plan year of the
larger plan in which the merger oc-
curs is filed without regard to the
merger in such a case. Similarly, the
deductible limit determined under
§ 404 with respect to the plan year of
the larger plan in which the merger
occurs is determined without regard
to the merger.

(5) For the actuarial valuation of the
larger plan as of the valuation date
coincident with or next following the
date of the merger, the funding
method (including asset valuation
method) used is that for the larger
plan, and the funding method (in-
cluding asset valuation method) used
for the smaller plan is disregarded.
The charges and credits to the fund-
ing standard account for the larger
plan are determined by treating the
net effect of the change in assets and
liabilities due to the merger in the
same manner as any other gain or
loss experienced by the larger plan.
Consequently, any amortization
bases, credit balances, or funding de-
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ficiencies with respect to the smaller

plan are disregarded for purposes of
applying § 412 and § 4971 with re-

spect to the larger plan.

.02 Section 4 of Rev. Proc. 95-51 (Spe-
cial Approvals) is modified to add a new
section 4.07 as follows:

.07 Approval for Mergers Other Than
De MinimisMergers
(1) Approval is granted for a change
in method that results from a merger
of one plan with another plan in a
given plan year where all the condi-
tions set forth in paragraphs (2)
through (6) are satisfied, and the pro-
cedures set forth in paragraphs (7)
through (13) are followed.
(2) The merger is not a de minimis
merger within the meaning of
§ 1.414(1)—(h).
(3) The funding method (without re-
gard to the asset valuation method)
used for each of the plans is a
method described in section 3.
(4) Both plans have the same plan
year and a valuation date that is ei-
ther the first or last day of the plan
year.
(5) The date of the merger is either
the first day of the plan year or the
last day of the plan year of the two
plans.
(6) In a case in which the date of the
merger is the first day of the plan
year, neither plan has a funding defi-
ciency for the prior plan year. In a
case in which the date of the merger
is the last day of the plan year, nei-
ther plan has a funding deficiency
for the plan year of the merger (after
taking into account contributions
made after the date of the merger as
provided in paragraph (13) below).
(7) If the date of the merger is the
first day of the plan year, the mini-
mum funding standard of § 412 and
the deductible limit of § 404 are de-
termined for the merged plan for the
entire plan year in which the merger
occurs in the manner provided in
paragraphs (8), (9), (10), (11), and
(12) below. Consequently, for the
plan year in which the merger oc-
curs, only one Schedule B of Form
5500 is filed for the merged plan in
such a case.
(8) If the same asset valuation
method (in all respects) is used for

December 6, 1999

each of the two plans, the asset valu-
ation method of the merged plan is
that method. If the same asset valua-
tion method (in all respects) is not
used for each of the two plans (for
example, the smoothing period is
three years for one of the plans, and
five years for the other plan), the
asset valuation method used for the
merged plan must be an asset valua-
tion method described in section 3.
(9) If the funding method (without
regard to the asset valuation method)
used for each of the two plans is the
same, that funding method is contin-
ued for the plan after the merger. If
the funding method (without regard
to the asset valuation method) used
for each of the two plans is not the
same, then the funding method used
for the ongoing plan is continued
after the merger. For this purpose,
the ongoing plan is the plan as desig-
nated by the plan administrator
(within the meaning of § 414(qg)),
whose name and plan number will
continue to be reported on Schedule
B of Form 5500 for years after the
merger. The funding method used
for the plan which is not the ongoing
plan is disregarded.

(10) An experience gain or loss is de-
termined separately for each of the
two plans, for the period prior to the
date of the merger, without regard to
the merger and any associated
change in funding method. The pre-
ceding sentence applies only to the
extent that an experience gain or loss
would have been determined under
the methods used for the plans prior
to the merger.

(11) All amortization bases that were
maintained for the two plans con-
tinue to be maintained for the
merged plan to the extent they would

method pursuant to paragraph (8)).
In the case of such a funding method
that is a spread gain method, the un-
funded liability is redetermined in
the same manner that the unfunded
liability was originally determined
for the ongoing plan. Therefore, the
amortization base established pur-
suant to the rules of section 5.01(2)
will reflect any change of actuarial
assumptions and methods. For pur-
poses of this paragraph, a spread
gain method is any method that does
not directly calculate an accrued lia-
bility. See Rev. Rul. 81-13, 1981-1
C.B. 229, for whether a funding
method directly calculates an ac-
crued liability.

(13) If the date of the merger is the
last day of the plan year, the mini-
mum funding standard under § 412
and the deductible limit under § 404
for each of the plans for the plan year
in which the merger occurs are deter-
mined without regard to the merger.
Consequently, separate Schedules B
of Form 5500 are filed for the plans
for the plan year in which the merger
occurs without regard to the merger
in such a case. Any contribution for
the plan year that is made to the trust
after the date of the merger may be
credited on either of the Schedules B
provided that the contribution is
made for such plan within the period
described in 8§ 412(c)(10). For the
plan year following the plan year in
which the merger occurs, the mini-
mum funding standard and the de-
ductible limit are determined for the
plan after the merger by following
the procedures set forth in para-
graphs (8), (9), (10), (11) and (12)
above as if the merger occurred on
the first day of such following plan
year.

be maintained under the fundingSection 4. Clarification and
method used for the merged planModification of Rev. Proc. 95-51

The credit balances, if any, of each

of the two plans from the prior year.01 Section 4.05(5) of Rev. Proc. 95-51
are carried forward to the current(Approval for Change in Valuation Soft-

plan year, and combined.

(12) If an unfunded liability is deter-
mined under the funding method
used for the ongoing plan, it must be
determined after any change in actu-
arial assumptions and methods (in-
cluding a change in asset valuation

604

ware) is modified to read as follows:

(5) The net charge to the funding
standard account for the year (or for
the prior year) determined using the
new software does not differ from
the net charge to the funding stan-
dard determined using the old soft-

1999-49 [.R.B.



ware (all other factors being held.03 Section 6.02(6) of Rev. Proc. 95-51 the funding method for a plan year is
constant) by more than two percenf{Non-Applicability if Negative Normal  being changed in connection with a

(2%). Cost or Negative Unfunded Liability Re- plan spin-off or merger, unless the
.02 Section 6.01(2) of Rev. Proc. 95-5%ults From the Change) is modified to change is made as provided in § 4.06 or
is modified to read as follows: read as follows: §4.07.

(2) This revenue procedure does not Approval to change to a method de- | .
apply unless the plan administrator scribed in section 3 does not apply ifS€ction 5. Effective Date

(within the meaning of § 414(g)) or after the change in method, a negative This revenue procedure is effective for
an authonzed_ re_presentanve of the normal cost exists. Also, gppro_val toplan years commencing on or after Janu-
plan sponsor indicates as part of the change to a method described in SeGy 1, 1999,

series Form 5500 for the plan year tion 3 does not apply if, after the

for which the change is effective that change in method, a negative unfunde8ection 6. Effect on Other Revenue

the plan administrator or plan spon- liability exists, and the method (a) is a@Procedures

sor agrees to the change in funding spread gain method, and (b) uses an un- .
method. In the case of a special ap- funded liability in determining the nor- _ R€V- Proc. 95-51, as clarified and mod-
proval for a change in funding mal cost. For purposes of the preced(i®d Py Rev. Proc. 98-10, is modified.
method described in_§ 4, pther than ing sentence, a spread gain_ method & ction 7. Drafting Information

the approval described in § 4.03 any method that does not directly cal-

(Approval for Change in Funding culate an accrued liability. See Rev. The principal author of this revenue
Method for Fully Funded Termi- Rul. 81-13 for whether a fundingprocedure is James E. Holland, Jr. of the
nated Plans), the requirement that method directly calculates an accrue@&mployee Plans Division. For further in-
the plan administrator or authorized liability. formation regarding this revenue proce-
representative of the plan sponsoi04 Section 6.02(7) of Rev. Proc. 95-58ure, call (202) 622-6076 between 2:30
agree to the change will be satisfiegNon-Applicability if Change in Method and 3:30 Eastern time (not a toll free
if the plan administrator or an autho4s Being Made Pursuant to a Spin-off onumber) Monday through Thursday. Mr.
rized representative of the plan sponMerger) is modified to read as follows: Holland’s number is (202) 622-6730 (also
sor is made aware of the change be- Approval to change to a method denot a toll free number).

fore the Schedule B is filed. scribed in section 3 does not apply if

Publication 1239 (Rev. 8-99)
Specifications for Filing Form 8027, Employer’s Annual Information Return of Tip Income and Allocated Tips Magneti-
cally/Electronically

Rev. Proc. 99-46
Reprinted from IR Bulletin 1999-49
dated December 6, 1999

(Contains copies of Forms 4419, 4804, 4802, 8508 and 8809 for taxpayers’ use.)

NOTE: Use this revenue procedure to prepare Form 8027, Employer’s Annual Information Return of Tip Income and Alloce
Tips, for submission to Internal Revenue Service (IRS) using any of the following:

— Magnetic Tape

— 3%-inch Diskette

— Tape Cartridges

—8mm, 4mm and Quarter Inch Cartridges (QIC)
— Electronic Filing

Please read this publication carefully. Persons required to file may be subject to penalties if they do not follow tl@@struc
this revenue procedure.
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26 CFR 601.602: Tax forms and instructions.

PART A. GENERAL

SEC. 1. PURPOSE

.01 Form 8027 is used by large food or beverage establishments when the employer is required to make annual reports to the IR
on receipts from food or beverage operations and tips reported by employees.

Note: All employees receiving $20.00 or more a month in tips must report 100% of their tips to their employer

.02 The Internal Revenue Service Martinsburg Computing Center (IRS/MCC) has the responsibility of processing Forms 8027
submitted magnetically/electronically. The purpose of this revenue procedure is to provide the specifications for fil8@2Form
Employer’s Annual Information Return of Tip Income and Allocated Tips, magnetically or electronically. This revenue piscedure
updated when legislative changes occur or reporting procedures are modified. Major changes have been emphasized by italics.

.03 This revenue procedure supersedes the following: Rev. Proc. 98-52 published as Publication 1239 (9-98), Specifications for
Filing Form 8027, Employer’s Annual Information Return of Tip Income and Allocated Tips, Magnetically or Electronically.

SEC. 2. NATURE OF CHANGES

.01 Numerous editorial changes have been made to the revenue procedure. Please read the publication carefully aetg in its entir
before attempting to prepare your magnetic/electronic file for submission. Major changes have been emphasized by using italics
The changes are as follows:

(a) Updated information on IRS/MCC'’s mailing addresses, telephone numbers and the Call Site is provided in Part A, Sec. 3.

(b) Part A, Sec. 7 Test Files has been deleted.

(c) The due date for Forms 8027 fileléctronicallyhas been changed to March 31.

(d) Copies of approved extension letters should be sent with paper filings to Andover Service Center. See Part A, Sec. 9 for
complete instructions.
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(e) The Information Reporting Program-Bulletin Board System (IRP-BBS) is no longer in use. The information in Part B, S
6 Asynchronous (IRP-BBS) electronic filing specifications has been completely revised to provide instructions on the n
electronic filing system known as the Filing Information Returns Electronically (FIRE) system.
(f) The new number for the electronic filing system is 304-262-2400
(g) The following types of media are no longer acceptable by IRS/MCC:
(1) 5%inch diskettes
(2) 3%inch diskettes created on a non-MS-DOS systems
(3) 3%inch diskettes created on a System 36 or AS400.
(h) The following QIC (quarter inch cartridge) sizes has been deleted from Part B, Section 5:

Size Tracks Density Capacity
QIc-11 4/5 4 (8000 BPI) 22Mb or 30Mb
QIC-320 26 17 (16000 BPI) 320Mb
QIC-1350 30 18 (51667 BPI) 1.3Gb

SEC. 3. WHERE TO FILE AND HOW TO CONTACT THE IRS MARTINSBURG COMPUTING CENTER

.01 All Forms 8027 filed magnetically or electronically are processed at IRS/MCC and are to be sent to the following addres:

IRS-Martinsburg Computing Center
Information Reporting Program
230 Murall Dr

Kearneysville WV 25430

.02 Requests for paper forms and publications should be requested by calling the “Forms Only Number” listed in your local 1
phone directory or by calling the IRS toll-free numbe800-TAX-FORM (1-800-829-3676).

.03 Questions pertaining to magnetic media filing of Forms M2t be directed to the Social Security Administration (SSA).
Filers can calll-800-SSA-627t obtain the phone number of the SSA Employer Services Liaison Officers for their area.

.04 A taxpayer or authorized representative may request a copy of a tax return or a Form W-2 filed with a return by submif
Form 4506, Request for Copy or Transcript of Tax Form, to IRS. This form may be obtained byle@hgAX-FORM (1-800-
829-3676).

.05 The Information Reporting Program (IRP) Call Site, located at the Martinsburg Computing Center, provides service to
payer/employer community (financial institutions, employers, and other transmitters of information returns). The IRPaBall Site
swers questions concerning tax law and magnetic/electronic filing of Forms 8027 and other information returns (Forms 1096, 1
1099, 5498, W-2G, W-3, 1042-S), questionable Forms W-4, inquiries dealing with backup withholding due to missing and incor
taxpayer identification numbers and questions concerning paper filing of Forms W-2. Recipients of information returns (pay:«
should continue to contact 1-800-829-1040 or other numbers specified in the tax return instructions with any questionsen how
port tax returns.

The Call Site accepts calls from all areas of the country. The number to3tt263-870®r Telecommunications Device for
the Deaf(TDD) 304-267-3367.These are toll calls. Hours of operation for the Call Site are Monday through Friday, 8:30 a.m. t
4:30 p.m. Eastern Time. The Call Site is in operation throughout the year to handle the questions of payers, transmaitiers, an
ployers. Due to the high demand for assistance at the end of January and February, it is advisable to call as sootceavoidsible
these peak filing seasons.

.06 The telephone numbers for magnetic media inquiries or electronic submissions are:

304-263-8700 - Call Site
304-262-2400 - Electronic Filing
304-267-3367 - TDD (Telecommunication Device for the Deaf)
304-264-5602 - Fax Machine
(These are not toll-free telephone numbers.)

TO OBTAIN FORMS & PUBLICATIONS, CALL:
1-800-TAX-FORM(1-800-829-3676)

TO OBTAIN FORMS & PUBLICATIONS VIATHE INTERNET:
WWW.irs.gov
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SEC. 4. FILING REQUIREMENTS

.01 Section 6011(e)(2)(A) of the Internal Revenue Code requires that any person, including corporations, partnerships, individu
als, estates, and trusts, required to file 250 or more information returns must file such returns on magnetic media.

.02 The filing requirements apply separately to both original and corrected returns.

.03 Filing electronically through the FIRE system with IRS/MCC fulfills the magnetic media filing requirement.

.04 The above requirements do not apply if you establish undue hardship (see Part A, Sec. 5).

SEC. 5. REQUEST FOR WAIVER FROM FILING INFORMATION RETURNS ON MAGNETIC MEDIA

.01 If an employer is required to file on magnetic media but fails to do so (or fails to file electronically, in lieu dfomagdia
filing) and does not have an approved waiver on record, the employer will be subject to a penalty of $50 per returnfr2B8cess o

.02 If employers are required to file original or corrected returns on magnetic media, but such filing would create athaydship
may request a waiver from these filing requirements by submitting Form 8508, Request for Waiver From Filing Information Returns
on Magnetic Media, to IRS/MCC.

.03 Even though an employer may submit as many as 250 corrections on paper, IRS encourages magnetically or electronically
submitted corrections. Once the 250 threshold has been met, filers are required to submit any additional returns magnetically
electronically. However, if a waiver for an original filing is approved, any corrections for the same type of returnsovidirbd
under this waiver.

.04 Generally, only the employer may sign the Form 8508. A transmitter may sign if given power of attorney; however, a letter
signed by the employer stating this fact must be attached to the Form 8508.

.05 Atransmitter must submit a separate Form 8508 for each employer. Do not submit a list of employers.

.06 All information requested on the Form 8508 must be provided to IRS for the request to be processed.

.07 The waiver, if approved, will provide exemption from magnetic media filing for the current tax year only. Employess may n
apply for a waiver for more than one tax year at a time; application must be made each year a waiver is necessary.

.08 Form 8508 may be photocopied or computer-generated as long as it contains all the information requested on the original
form.

.09 Filers are encouraged to submit Form 8508 to IRS/MCC at least 45 days before the due date of the returns.

.10 File Form 8508 for Forms W-2 with IRS/MCC, not SSA.

.11 Waivers are evaluated on a casebycase basis and are approved or denied based on criteria set forth under sedtion 6011(e)
the Internal Revenue Code. The transmitter must allow a minimum of 30 days for IRS/MCC to respond to a waiver request.

.12 If a waiver request is approved, the transmitter should keep the approval letter on file.

.13 An approved waiver from filing Forms 8027 on magnetic media does not provide exemption from all filing. The employer
must timely file Form 8027 on acceptable paper forms with the Andover Service Cheteansmitter should also send a copy of
the approved waiver to the Andover Service Center where the paper returns are filed.

SEC. 6. APPLICATION FOR MAGNETIC/ELECTRONIC REPORTING

.01 For the purposes of this revenue procedure, the EMPLOYER is the organization supplying the information and the TRANS-
MITTER is the organization preparing the magnetic/electronic file and/or sending the file to IRS/MCC. The employer arsd the tra
mitter may be the same entity. Employers or their transmitters are required to complete Form 4419, Application for Fritiag Info
tion Returns Magnetically/Electronically.

.02 Form 4419 can be submitted at any time during the year; however, it should be submitted to IRS/MCC at least 30 days before
the due date of the return(s). IRS will act on an application and notify the applicant, in writing, of authorizationAdiie.
character alpha/numeric Transmitter Control Code (TCC) will be assigned and included in an acknowledgment letter within 15 to 4
days of receipt of the application. Magnetic/electronic returns may not be filed with IRS until the application has beet appro
a TCC assigned. Include your TCC in any correspondence with IRS/MCC.

.03 If you file information returns other than Form 8027 on magnetic media, you must obtain a separate TCC for those-types of r
turns. The TCC assigned for Forms 8027 is to be used for the processing of these forms only.

.04 Upon approval, a magnetic media reporting package containing the current revenue procedure, forms, and instructions will be
sent to the attention of the contact person indicated on Form 4419. Annually, thereafter, IRS/MCC will send the trapachitter a
age containing the current revenue procedure and forms. This package will continue to be sent to the contact person theicated
Form 4419 unless IRS/MCC has been notified in writing of any changes or updates. After you have received approval to file mag-
netically/electronically, you do not need to reapply each year; however, notify IRS in writing if:

(a) You change your name or the name of your organization, so that your files may be updated to reflect the proper name;
(b) You discontinue filing on magnetic media for two years (your TCC may have been reassigned).

.05 For filers who plan to submit for multiple employers, IRS encourages transmitters to submit one application and to use one

TCC for all employers.
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.06 Only employers or transmitters using equipment compatible with IRS equipment will have their application approved.

.07 If your magnetic media files have been prepared for you in the past by a transmitter, and you now have computer equip
compatible with that of IRS and wish to prepare your own files, you must request your own five-character alpha/numerid-TCC by
ing an application, Form 4419, as described in Sec. 6.02.

SEC. 7. FILING OF FORM 8027 MAGNETICALLY/ELECTRONICALLY

.01 Form 4804, Transmittal of Information Returns Reported Magnetically/Electronically, must accahpaagnetic media
shipments. If you file for multiple employers and have the authority to sign the affidavit on Form 4804, you should atso sub
Form 4802, Transmittal of Information Returns Reported Magnetically/Electronically (Continuation). For electronic transmissio
the Form 4804 and Form 4802, if applicable, must be mailed or faxed the same day as the electronic transmission.

.02 The employeMUST sign Form 4804; however, an agent (transmitter, service bureau, paying agent, or disbursing agent) r
sign Form 4804 for the employer. To do this, the agent must have the authority to sign for the employer under an agesmdy agre
(either oral, written, or implied) that is valid under the state law and must add to his or her signature the captiom#-of:gma
ployer)”.

NOTE: Failure to sign the Form 4804 may delay processing or will result in your file being returned to you unprocessed.

.03 Although a duly authorized agent may sign the Form 4804, the employer is responsible for the accuracy of the Form 480«
the returns filed. The employer will be liable for penalties for failure to comply with filing requirements.

.04 Be sure to include Form 4804, 4802 or computer-generated substitutes with your magnetic media $hipieTt.MAIL
YOUR MAGNETIC MEDIAAND THE TRANSMITTAL DOCUMENTS SEPARATELY.

.05 Indicate on Form 4804, in the block captioned “Combined Total Payee Records,” the total number of establishments bein
ported in this shipment. This figure should match the total number of records in your magnetic/electronic file.

.06 DO NOT SUBMIT THE SAME INFORMATION ON PAPER FORMS THAT YOU SUBMIT MAGNETICALLY/
ELECTRONICALLY. This does not mean that corrected documents are not to be filed. If a return has been prepared and sul
ted improperly, you must file a corrected return as soon as possible. Refer to Part A, Sec. 12 for requirements amg ifostfilictio
ing corrected returns.

.07 If an allocation of tips is based on a good faith agreement, a copy of this agreement must accompany the submission.

.08 If, under Rev. Proc. 86—21, 1986-1 C.B. 560, the District Director granted the establishment a percentage of grass recei
less than 8%, a copy of the determination letter must be sent with the submission. Employers with more than one estailishme
receive approval from one district in each Internal Revenue Service region where the establishments are located (Se«
31.6053-3(h)(4) of the Employment Tax Regulations).

.09 Before submitting your magnetic/electronic file, include the following:

(a) AsignedForm 4804, Transmittal of Information Returns Reported Magnetically/Electronically, along with a Form 480
Transmittal of Information Returns Reported Magnetically/Electronically(Continuation), if you submit data for multiple ernr
ployers. These forms must be mailed or faxed the same day electronic files are submitted.

(b) Your media (tape, diskette, or cartridge) with an external identifying label. Notice 210 describes the information wh
should be included on this self-prepared label.

(c) On the outside of the shipping container, affix the label, IRB Special Projects. This label is included in thi®publicat

Note: See Part B, Sec. 6 for electronic submission requirements.

.10 IRS/MCC will not pay or accept “Collect on Delivery” or “Charged to IRS” shipments of reportable tax information that a
individual or organization is legally required to submit.

SEC. 8. FILING DATES

.01 Magnetic/electronic reporting to IRS for Form 8027 must be on a calendar year basis. The due date of either pager or m¢
ically reported Forms 8027 is the last day of Februbigwever, Forms 8027 fileelectronicallyare due March 31

.02 If the due date falls on a Saturday, Sunday, or legal holiday, filing Form 8027 on the next day that is not a Satlagay; Sun
legal holiday will be considered timely.

SEC. 9. EXTENSIONS OF TIME TO FILE

.01 An extension of time to file may be requested for Forms 8027, 1099, 1098, 5498, W-2G, W-2, and 1042-S.

.02 Form 8809, Request for Extension of Time To File Information Returns, should be submitted to IRS/MCC. This form may
used to request an extension of time to file information returns submitted on paper, magnetically or electronically.

.03 Requesting an extension of time for multiple employers may be done by submitting Form 8809 and attaching a list of the
ployer names and their TINs (EIN or SSN)he listing must be attached to ensure the extension is recorded for all employers.
Form 8809 may be computer-generated or photocopied. Be sure that all the pertinent information is included.
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.04 Requests for extensions of time for multiple employers will be responded to with one approval letter, accompanied by a lis
employers covered under that approval.

.05 As soon as it is apparenthat an extension of time to file is needed, Form 8809 may be submitted. When granted, the exten-
sion will be for 30 days. It will take a minimum of 30 days for IRS/MCC to respond to an extension request. Under cartain cir
stances, a request for an extension of time could be denied. When a denial letter is received, any additional or neweasary inf
may be resubmitted within 20 days. When requesting an extension ofitimet hold your files waiting for a response.

.06 While very difficult to obtain, if an additional extension of time is needed, a second Form 8809 must be submittéa: before t
end of the initial extension period. Line 7 on the form should be checked to indicate that an additional extension gsiéstied. re
A second 30-day extension will be approved only in cases of extreme hardship or catastrophic events.

.07 Form 8809 must bepostmarked no later than the due date of the return for which an extension is requested. If requesting an
extension of time to file several types of forms, use one Form 8809, but the Form 8809 must be postmarked no laterlibsin the ear
due date. For example, if requesting an extension of time to file both Forms 8027 and 5498, submit Form 8809 postmieked on or
fore the last day of February.

.08 If an extension request is approved, the approval letter should be kept on file. The approval letter or copy ofdahkepprov
ter for extension of time shoufbt be sent to IRS/MCC with the magnetic/electronic fil@hen submitting Form 8027 @aper
only to the Andover Service Center, attach a copy of the approval letter. If an approval letter has not been received, sefid a copy
the timely filed Form 8809.

.09 Request an extension for only one tax year.

.10 The extension request must be signed by the employer or a person who is duly authorized to sign a return, statement or oth
document for the employer.

.11 Failure to properly complete and sign the Form 8809 may cause delays in processing the request or result in aedenial. Car
fully read and follow the instructions on the back of the Form 8809.

.12 Form 8809 may be obtained by callilr§00-TAX-FORM (1-800-829-3676).

Note: AN EXTENSION OF TIME TO FILE IS NOT AN EXTENSION TO ISSUE FORM W-2 COPY “A” TO THE
EMPLOYEE.

.13 Request an extension of time to furnish the statements to recipients of Forms W-2 by submitting a letter to IRS/MEC contain

ing the following information:

(@) Employer name

(b) TIN

(c) Address

(d) Type of return (W-2)

(e) Specify that the extension request is to provide W-2 statements to recipients.

() Reason for delay

(g9) Signature of employer or person duly authorized.
Requests for an extension of time to furnish the statements for Forms W-2 to recipients are not automatically approvedf, however
approved, generally an extension will allow a maximum of 30 additional days from the due date to furnish the statemests to the
cipients. The request must be postmarked no later than the date on which the statements are due to the recipients.

SEC. 10. PROCESSING OF MAGNETIC/ELECTRONIC RETURNS

.01 All data received at IRS/MCC for processing will be given the same protection as individual returns (Form 1040). IRS/MCC
will process your magnetic/electronic files to ensure the records were formatted and coded according to this revenue procedure.

.02 If the data is formatted incorrectly, the file will be returned for replacement accompanied by a letter of explamatiaithal
a Media Tracking Slip (Form 9267). When media is returned, it is because IRS/MCC encountered errors (not limited todormat) an
was unable to process the media; therefore, requiring a replacement. Open all packages immediately.

.03 Files must be corrected and returned with the Media Tracking Slip (Form 9267) to IRS/MCC within 45 days from the date of
the letter IRS/MCC included with the returned media. A penalty for failure to file correct information returns by the diieluate
assessed if the file is not corrected and returned within the 45dédythe incorrect file is returned by IRS/MCC for replace-
ment more than two times.A penalty for intentional disregard of filing requirements will be assessed if a replacement file is not re-
ceived.

.04 Files will not be returned to you after successful processing. Therefore, if you want proof that IRS/MCC received your sh
ment, you may use a carrier that provides proof of delivery.

.05 To distinguish between a correction and a replacement, the following definitions are provided:

(a) Acorrection is a record submitted by the employer/transmitter to correct a record that was successfully processed by IRS,
but contained erroneous information.
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(b) Areplacementis a file that IRS has returned because of format errors or data discrepancies encountered during proces
After necessary changes have been made, the file must be returned to IRS/MCC for processing.

SEC. 11. PENALTIES

.01 The Revenue Reconciliation Act of 1989 changed the penalty provisions for any documents, including corrections, whict
filed after the original filing date for the return. The penalty for failure to file correct information returns is “tiriire@ns that
prompt correction of failures to file, or prompt correction of errors on returns that were filed, can lead to reduced penalties

— The penalty generally is $50 for each information return that is not filed, or is not filed correctly, by the presicriped fil
date, with a maximum penalty of $250,000 per year ($100,000 for certain small businesses with average annual gros
ceipts, over the most recent 3-year period, not in excess of $5,000,000). The penalty generally is reduced to:

— $30 for each failure to comply if the failure is corrected more than 30 days after the return was due, but on or before Au
1 of the calendar year in which the return was due, with a maximum penalty of $150,000 per year ($50,000 for certain s
businesses with average annual gross receipts, over the most recent 3-year period, not in excess of $5,000,000).

— $15 for each failure to comply if the failure is corrected within 30 days after the date the return was due, with a maxim
penalty of $75,000 per year ($25,000 for certain small businesses with average annual gross receipts, over the most |
3-year period, not in excess of $5,000,000).

.02 Penalties can be waived if failures were due to reasonable cause and not to willful neglect. In addition, sectiohtBé21(c)
Code provides a de minimis rule that if:

(a) information returns have been filed but were filed with incomplete or incorrect information, and

(b) the failures are corrected on or before August 1 of the calendar year in which the returns were due, then the penall
filing incorrect returns (but not the penalty for filing late) will not apply to the greater of 10 returns or one-halfadrit per
of the total number of information returns you are required to file for the calendar year.

.03 Intentional Disregard of Filing Requirements— If any failure to file a correct information return is due to intentional dis-
regard of the filing and correct information requirements, the penalty is at least $100 per information return with no maxim
penalty.

SEC. 12. CORRECTED RETURNS, SUBSTITUTE FORMS, AND COMPUTERGENERATED FORMS

.01 If returns must be corrected, approved magnetic/electronic filers must provide such corrections magnetically/eleitronical
you have 250 or more. If your information is filed magnetically/electronically, corrected returns are identified by u€bag-the
rected 8027 Indicator” in field position 370 of the employer record. Form 4804 must accompany the shipment, and therbox for
rection should be marked in Block 1 of the form. (See Part A, Sec. 10.05 for the definition of corrections.)

.02 If corrections are not submitted on magnetic media, employers must submit them on official Forms 8027. Substitute fc
that have been previously approved by IRS, or computergenerated forms that are exact facsimiles of the official fornr (excer
minor page size or print style deviations), may be submitted without obtaining IRS approval before using the form.

.03 Employers/establishments may send corrected paper Forms 8027 to IRS at the address shown in Part A, Sec. 13.01. Co
paper returns are identified by marking the “AMENDED” check box on Form 8027.

SEC. 13. EFFECT ON PAPER RETURNS

.01 If you are filing more than one paper Form 8027, you must attach a completed Form 8027T, Transmittal of Employer’s Ani
Information Return of Tip Income and Allocated Tips, to the Forms 8027 and send to:

Internal Revenue Service Center
Andover, MA 05501

IRS/MCC processes Forms 8027 submitted magnetically/electronically only. Do not send paper Forms 8027 to IRS/MCC.

.02 If part of a submission is filed magnetically/electronically and the rest of the submission is filed on paper Fornes @027, <
the paper forms to the Andover Service Center. For example, you filed your Forms 8027 magnetically/electronically w
IRS/MCC, and later you found that some of the forms you filed need correcting. Because of the low volume of correctidnrs, you
mit the corrections on paper Forms 8027. You must send these corrected Forms 8027 along with Form 8027-T to the Andover
Service Center.
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SEC. 14. DEFINITIONS

ELEMENT DESCRIPTION
EIN A nine-digit Employer Identification Number which has been assigned by IRS to the reporting entity.
Employer The organization supplying their information.

Establishment

A largéood or beverage establishment that provides food or beverage for consumption on the
premises; where tipping is a customary practice; and where there are normally more than 10 employ-
ees who work more than 80 hours on a typical business day during the preceding calendar year.

More than 10
employees

An employer is considered to have more than 10 employees on a typical business day during the
calendar year if half the sum of: the average number of employee hours worked per business day in the
calendar month in which the aggregate gross receipts from food and beverage operations were great-
est, plus the average number of employee hours worked per business day in the calendar month in
which the total aggregate gross receipts from food and beverage operations were tequakst,
more than 80 hours.

Employees hours

The average number of employee hours worked per business day during a month is figured by

worked dividing the total hours worked during the month by all your employees who are employed in a food
or beverage operation by the average number of days in the month that each food or beverage opera-
tion at which these employees worked was open for business.

File For the purpose of this revenue procedure, a file consists of all magnetic/electronic records submitted

by an Employer or Transmitter.

Transmitter

Person or organization preparing magnetic/electronic file(s). May be Employer or agent of Employer.

Transmitter

Contro

Code (TCC)

A five-character alpha/numeric code assigned by IRS to the transmitter prior to actual filing magneti-
cally/electronically. This number is inserted in the record and must be present. An application (Form
4419) must be filed with IRS to receive this number.

Replacement

Areplacement is an information return that IRS/MCC has returned to the transmitter due to errors en-
countered during processing.

Correction

A correction is an information return submitted by the transmitter to correct an information return that
was previously submitted to and processed by IRS/MCC, but contained erroneous information.

PART B. MAGNETIC/ELECTRONIC SPECIFICATIONS
SEC. 1. GENERAL

.01 The magnetic/electronic specifications contained in this part of the revenue procedure define the required formattand conte
of the records to be included in the file.

.02 A self-prepared media label must be affixed to each piece of media submitted for processing. Notice 210 provideassinstructio
on how to complete a self-prepared media label.

.03 The record format in Part B, Sec. 7, applies to both magnetic and electronic files.

SEC. 2. TAPE SPECIFICATIONS

.01 In most instances, IRS/MCC can process any compatible tape files. Compatible tape files must meet any one set of the fol-

lowing:

(a) 9-track EBCDIC (Extended Binary Coded Decimal Interchange Code) with;

(1) Odd Parity and

(2) Adensity of 1600 or 6250 BPI.
(3) If you use Unisys Series 1100, you must submit an interchange tape.
(b) 9-track ASCII (American Standard Coded Information Interchange) with;

(1) Odd Parity and

(2) Adensity of 1600 or 6250 BPI.

December 6, 1999

612 1999-49 |.R.B.



Please be consistent in the use of recording codes and density on your files. If files are generated in more than grepdecordin
and/or density, multiple shipments would be appreciated.
.02 All compatible tape files must have the following characteristics:
(a) %2 inch mylar base, oxide coated; computer grade magnetic tape on reels up to 2400 feet (731.52 m) within the follov
specifications:
(1) Tape thickness: 1.0 or 1.5 mils
(2) Reel diameter: 10.5 inch (26.67 cm), 8.5 inch (21.59 cm), or 7 inch (17.78 cm).
.03 All records have a fixed record length of 372 positions.
.04 The tape record defined in this revenue procedure may be blocked or unblocked, subject to the following:
(a) All records except the header and trailer labels may be blocked.
(b) If records are blocked, the block can not exceed 32,736 tape positions. The block length must be evenly divisible by
(c) If the use of blocked records would result in a short block, all remaining positions of the block MUST be filled with 9’
DO NOT PAD ABLOCK WITH BLANKS. Padding a block with blanks will result in a short record, which will cause
math computation errors. Your tape will then be returned for replacement.
.05 For the purposes of this revenue procedure, the following conventions must be used:
Header label:
(a) Transmitters may use standard headers provided they begin with 1HDR, HDR1, VOL1, or VOL2.
(b) Consists of a maximum of 80 positions.
(c) Header and trailer labels are optional unless more than one reel is being submitted. If more than one reel is deithg subn
header and trailer labels are required. IRS/MCC PREFERS STANDARD OR ANSI LABELED TAPES. IF YOU SUBMIT
AN UNLABELED TAPE, THIS MUST BE INDICATED ON THE EXTERNAL LABEL AND ON THE FORM 4804 OR
COMPUTERGENERATED SUBSTITUTE.
Trailer label:
(a) Standard trailer labels may be used provided that they begin with 1IEOR, 1EOF, EOV1, or EOV2.
(b) Consists of a maximum of 80 positions.
(c) Header and trailer labels are optional unless more than one reel is being submitted. If more than one reel is being st
ted, header and trailer labels are required.
Tape Mark:
(a) Used to signify the physical end of the recording on tape.
(b) May follow the header label and precede and/or follow the trailer label.

SEC. 3. DISKETTE SPECIFICATIONS

IRS/MCC has discontinued processing % inch diskettes. Filers who use . inch diskettes must now use another method
of submitting information returns magnetically/electronically.
.01 To be compatible, a diskette file must meet the following specifications:

(a) 3% inches in diameter.

(b) Data must be recorded in standard ASCII code.

(c) Records must be fixed length of 372 bytes.

(d) Delimiter character commas (,) must not be used.

(e) Positions 371 and 372 of each record have been reserved for carriage return/line feed (cr/If) characters.

(f) Filename of ATMTAX must be used. Do not enter any other data in this field. If a file will consist of more than diw diske
the filename will contain a 3-digit extension. This extension will indicate the sequence of the diskette within the file. F
example, the first diskette will be named ATMTAX.001, the second diskette will be ATMTAX.002, etc.

(9) Afile may contain more than one diskette as long as the filename conventions are adhered to.

(h) Diskettes must meet one of the following specifications:

Capacity Tracks Sides/Density Sector Size
1.44 mb 96tpi hd 512
1.44 mb 135tpi hd 512
1.2 mb 96tpi hd 512

.02 IRS requires that B inch diskettes be created using MS/DU3iskettes created using other operating systems are not ac-
ceptable.
.03 Deviations from the prescribed format are not acceptable.
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SEC. 4. TAPE CARTRIDGE SPECIFICATIONS

.01 In most instances, IRS/MCC can process tape cartridges that meet the following specifications:

(@) Must be IBM 3480, 3490, 3490E, or AS400 compatible.

(b) Must meet American National Standard Institute (ANSI) standards, and have the following characteristics:

(1) Tape cartridges must Beinch tape contained in plastic cartridges which are approximately 4-inches by 5-inches by
1-inch in dimension.

(2) Magnetic tape must be chromium dioxide particle b#siath tape.

(3) Cartridges must be 18-track or 36-track parallel (&we).

(4) Cartridges must contain 37,871 CPI or 75,742 CPI (characters per inch).

(5) Mode must be full function.

(6) The data may be compressed using EDRC (Memaorex) or IDRC (IBM) compression.

(7) Either EBCDIC (Extended Binary Coded Decimal Interchange Code) or ASCII (American Standard Coded Information
Interchange) may be used.

.02 The tape cartridge records defined in this revenue procedure may be blocked subject to the following:

(&) Ablockmust notexceed 32,736 tape positions.

(b) If the use of blocked records would result in a short block, all remaining positions of the block must be filledhwith 9s;
ever, the last block of the file may be filled with 9s or truncaf®d.not pad a block with blanks.

(c) All records, except the header and trailer labels, may be blocked or unblocked. Arecord may not contain any centrol field
or block descriptor fields which describe the length of the block or the logical records within the block. The number of log-
ical records within a block (the blocking factor) must be constant in every block with the exception of the last block which
may be shorter (see item b above). The block length must be evenly divisible by 372.

(d) Records may not span blocks.

.03 Tape cartridges may be labeled or unlabeled.
.04 For the purposes of this revenue procedure, the following must be used:
Tape Mark:

(a) Used to signify the physical end of the recording on tape.

(b) For even parity, use BCD configuration 001111 (8421).

(c) May follow the header label and precede and/or follow the trailer label.

Note: Filers should indicate on the external media label and transmittal Form 4804 whether the cartridge is 36-track or
8-track.

SEC. 5. 8MM, 4MM, AND QUARTER INCH CARTRIDGE SPECIFICATIONS

.01 In most instances, IRS/MCC can process 8mm tape cartridges that meet the following specifications:
(&) Must meet American National Standard Institute (ANSI) standards, and have the following characteristics.
(b) Created from an AS400 operating system only.
(c) 8mm (.315-inch) tape cartridges must Bé&idch by 3%-inch.
(d) The 8mm tape cartridges must meet the following specifications:

Tracks Density Capacity
1 20 (43245 BPI) 25Gb
1 21 (45434 BPI) 5Gb

(e) Mode must be full function.

() Compressed data is not acceptable.

(g) Either EBCDIC (Extended Binary Coded Decimal Interchange Code) or ASCII (American Standard Coded Information In-
terchange) may be used. However, IRS/MCC encourages the use of EBCDIC. This information must appear on the exter-
nal media label affixed to the cartridge.

(h) Afile may consist of more than one cartridge, however, no more than 250,000 documents may be transmitted per file or per
cartridge. The filename, for example; ATMTAX, will contain a three digit extension. The extension will indicate the se-
guence of the cartridge within the file 1 of 3, 2 of 3, and 3 of 3 and would appear in the header label ATMTAX.001, ATM-
TAX.002, and ATMTAX.003 on each cartridge of the file.

.02 The 8mm (.315-inch) tape cartridge records defined in this revenue procedure may be blocked subject to the following:

(&) Ablockmust notexceed 32,736 tape positions.

(b) If the use of blocked records would result in a short block, all remaining positions of the block must be filled gth-9’s;
ever, the last block of the file may be filled with 9's or truncated.not pad a block with blanks.
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(c) All records, except the header and trailer labels, may be blocked or unblocked. Arecord must not contain anya®ntrol fi
or block descriptor fields which describe the length of the block or the logical records within the block. The numbealof logi
records within a block (the blocking factor) must be constant in every block with the exception of the last block which may
shorter (see item (b) above). The block length must be evenly divisible by 372.

(d) Records must not span blocks.

(e) No more than 250,000 documents per cartridge and per file.

.03 Various COPY commands have been successful; however, the SAVE OBJECT COMMAND is not acceptable.

.04 For faster processing, IRS/MCC encourages transmitters to use header labeled cartridges. ATMTAX may be used as
gested filename.

.05 For the purposes of this revenue procedure, the following must be used:
Tape Mark:

(a) Used to signify the physical end of the recording on tape.

(b) For even parity, use BCD configuration 001111 (8421).

(c) May follow the header label and precede and/or follow the trailer label.

.06 IRS/MCC can only read one data file on a tape. Adata file is a group of records which may or may not begin wittka tapen
but must end with a trailer label. Any data beyond the trailer label cannot be read by IRS programs.
.07 4mm (.157-inch) cassettes are now acceptable with the following specifications:

(@) 4mm cassettes must b&-2nch by 3-inch.

(b) The tracks are 1 (one).

(c) The density is 19 (61000 BPI).

(d) The typical capacity is DDS (DAT data storage) at 1.3 Gb or 2 Gb, or DDS-2 at 4 Gb.

(e) The general specifications for 8mm cartridges will also apply to the 4mm cassettes.

.08 Various Quarter Inch Cartridges (QI&j}i(ich) are also acceptable.

(a) QIC cartridges must bé dy 6'.

(b) QIC cartridges must meet the following specifications:

Size Tracks Density Capacity

QIC-24 8/9 5 (8000 BPI) 45Mb or 60Mb
QIC-120 15 15 (10000 BPI) 120Mb or 200Mb
QIC-150 18 16 (10000 BPI) 150Mb or 250Mb
QIC-525 26 17 (16000 BPI) 525Mb
QIC-1000 30 21 (36000 BPI) 1Gb

QIC-2Gb 42 34 (40640 BPI) 2Gb

(c) The general specifications that apply to 8mm cartridges will also apply to QIC cartridges.

SEC. 6. ELECTRONIC FILING SPECIFICATIONS

01. IRS/MCC is in the process of updating all of its hardware and software for electronic filing. As a result, effective Q¢ctober
1999, the Information Reporting Program Bulletin Board System (IRP-BBS) and 3780 bisynchronous electronic filing systems
be discontinued. Starting November 1, 1999, users will be able to access the new electronic system via analog and I$DN BR
nections. Bisynchronous electronic filing will no longer be supported. The new system is designed to support the iéregbnic f
information returns only. The new telephone number for electronic filibg34-262-2400 Publications and forms will no longer
be electronically available from MCC. Users needing the publications and forms that were formerly available on the IRP-BBS
need to download them from the IRS website at www.irs.gov or by calling 1-800-TAX-FORM (1-800-829-3676).

.02 Electronic filing of Forms 8027, originals’ replacements and corrections, is offered as an alternative to magnetapmedia (t
tape cartridge, or diskette) or paper filing, but is not a requirement. Transmitters filing electronically will fulfillghetimanedia
requirements for those payers who are required to file magnetically. It may also be used by payers who are underrgghfilohg th
requirement, but would prefer to file their information returns this way. If the original file was sent magnetically, faitinasl
for replacement, the replacement may be transmitted electronically.

.03 The electronic filing of Forms 8027 is not affiliated with the Form 1040 electronic filing program. These two programs ¢
totally independent, and filers must obtain separate approval to participate in each of them. All inquiries concernatigiie ele
filing of information returns should be directed to IRS/MCC. IRS/MCC personnel cannot answer questions or assist tasipgayers il
filing of Form 1040 tax returns. Filers with questions of this nature will be directed to the Customer Service toll-fre€ r80her
829-1040)or assistance.

.04 Filers participating in the electronic filing program for Forms 8027 will submit their returns to IRS/MCC electronigally a
not through magnetic media or paper filing. Files submitted in this manner must be in standard ASCII code.
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.05 The format of the record is the same for electronically filed records as they aré-iioctBdiskettes, tapes, and tape car-
tridges and must be in standard ASCII code.

.06 Filers must obtain, or already have, a Transmitter Control Code (TCC) assigned to them prior to submitting their files ele
tronically. (Filers who currently have a TCC for magnetic media filing do not have to request a second TCC for electgonic fili
Refer to Part A, Sec. 6, for information on how to obtain a TCC.

.07 Once a TCC is obtained, electronic filers assign their own passwords and do not need prior or special approval.

.08 With all passwords, it is the user’s responsibility to remember the password and not allow the password to be compromised.
Passwords are user assigned at first logon and are up to 8 alpha/numerics, which are case selusitexeer, if filers do forget
their password, caB04-263-87000or assistance.

Note: Passwords are case sensitive.

.09 Electronically filed Forms 8027 may be submitted to IRS/MCC 24 hours a day, 7 days a week. Technical assistance will be
available Monday through Friday between 8:30 a.m. and 4:30 p.m. Eastern Time by calling 304-263-8700.

.10 Do not transmit data electronically from January 1 through January 5. This will allow time for IRS/MCC to updagenits sys
to reflect current year changes.

.11 Data compression is encouraged when submitting Forms 8027 electronically. MCC has the ability to decompress files created
using several popular software compression programs such as ARC, COMPRESS, LHARC, and PKZIP. The time required to trans-
mit Forms 8027 electronically will vary depending on the modem speed and the type of data compression us&beifiereyre-
quired to transmit a file can be reduced by as much as 85 percent by using software compression and hardware compression.

The following are actual transmission rates for Forms 1099 achieved in test uploads at MCC using compressed files. The actual
transmission rates will vary depending on the modem speeds.

Transmission Speed
in bps 1000 Records 10,000 Records 100,000 Records
19.2K 34 Sec. 6 Min. 60 Min.
56K 20 Sec. 3 Min. 33 Min.
128K (ISDN) 8 Sec. 1 Min. 10 Min.

.12 Files submitted electronically will be assigned a unique filename by the FIRE system (users may name the filb@nything t
choose from their end). The IRS assigned filename will consist of submission type [ORIG (original), CORR (correctioR), and RE
(replacement)], the filer's TCC, and a four digit number sequence. The sequence number will be incremented for every file sent
For example, if it is your first original file for the calendar year and your TCC is 44444, the IRS assigned filename would be
ORIG.44444.0001Record the filename.This information will be needed by MCC in order to identify the file if assistance is re-
quired and to complete Form 4804.

.13 Filers are advised not to resubmit an entire file if records were omitted from the original transmission. This will result in
duplicate filing. A new file should be sent consisting of the records that had not previously been submitted.

.14 The results of the electronic transmission will be available in the (F)ile Status area of the electronic system eettsn 2 w
however, no further processing will occur until the signed Form 4804 is received. The transmitter must mail or fax thersigned
4804 the same day the electronic transmission is made. No return is considered filed until a Form 4804 is received by IRS/MCC.

.15 Form 4804 can be ordered by calling the IRS toll-free forms and publication order AuBAOeTAX-FORM, (1-800-829-

3676) or it may be computer-generatell.may also be obtained from the Internet at www.irs.dbwa filer chooses to computer-
generate Form 4804, all of the information contained on the original form, including the affidavit, must also be contaimed on t
computer-generated form. This form is also contained in the back of this publication.

.16 Forms 4804 may be mailed to the following address:

If by Postal Service, air or truck freight:
IRS-Martinsburg Computing Center
Information Reporting Program
Attn: Electronic Filing Coordinator
230 Murall Drive
Kearneysville, WV 25430

Please indicate on the envelope the following message:
CONTAINS FORM 4804 INFORMATION — NO MAGNETIC MEDIA
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.17 Contact the Electronic Filing System by dial3@#-262-2400. This number supports analog connections from 1200bps to
56Kbps or ISDN BRI 128Kbps connections. The system can be accessed via Dial-up network/web browser or a communic:
software package such as Hyperterminal, Procomm, PCAnywhere, etc. The Dial-up network/web browser will provide an Inter
like look without going through the Internet (point to point). If you do not have this capability, a text interface vailidedpthat
can be accessed via typical communications software and will perform similar to the former IRP-BBS.

.18 Due to the large number of communication products available, it is impossible to provide specific information onlar particu
software package or hardware configuration. Filers should contact their software or hardware supplier for assistance. Yc
browser will need to be capable of file uploads (i.e., Internet Explorer 4.0, Netscape Navigator 2.0 or higher). The fo#owing
some general instructions (many of these settings may already be set by default in your software):

(a) Dial-up network settings:
(1) Set dial-up server type to PPP
(2) Set network protocol to TCP/IP
(3) Enable software compression
(4) Enable PPP LCP extensions
(b) Browser settings:
(1) Set to receive “cookies”
(2) Enable JavaScript or Jscript
(3) Browser must be capable of file uploads (i.e. Internet Explorer 4.0, Netscape 2.0 or higher)
(4) Enter the URL Address of http://10.225.224.2
(c) Communications software settings should be:
— No parity
— Eight data bits
— One stop bit
— Full duplex
(d) Hardware features
(1) Enable hardware flow control
(2) Enable modem error control
(3) Enable modem compression

.19 The first time you log on to the electronic system, you will need to create a new account. After completing thenrégistrat
formation, you will be prompted for a user name and password. Passwords are assigned by the user at first logon ané are uf
alpha/numerics which are case sensitive. Rememberey@atiogon name and password for future reference. If you forget your
logon name and/or password, call IRS/MCC at 304-263-8700 for assistance.

.20 Once you are an established user, select the logon option and then you will be prompted for your logon name and pass
Once you have entered this information, you will be at the Main Menu. Select one of the following options:

(a) Electronic Filing - this option will allow you to send your files and provide us with current mailing address inforimation
case we need to send any correspondence.
(b) File Status - this option will display the results of your file transfer and will be posted in this area.

Common Problems Associated with Electronic Filing

1. No Form 4804, Transmittal of Information Returns Reported Magnetically/Electronically.

Even though you have sent your Forms 8027 electronically, you still need to fax or mail the Form 4804. See Part BoBéue 6.16 f
mailing address. The fax number is 304-264-5602.

2. Transmitter does not dial back to the electronic system to determine file acceptability.

Within 2 weeks the results of your file transmission will be posted under the option called File Status. It is very iting@oytzunt
check this option because if your file is bad we must receive a replacement within 45 days.

3. Transmitter compresses several files into one.

Only compress one file at a time. For example, if you have 10 uncompressed files to send, compress each file sepandt&ly and s
separate compressed files.
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4. Transmitter sends a file and File Status indicates that the file is good, but the transmitter wants to send a replacecoent o
rection file to replace the original/correction/replacement file.

Once a file has been transmitted, you cannot send a replacement file unless File Status indicates the file is bad. olfwantdo n
us to process the file, you must first contact us at 304-263-8700 to see if this is a possibility.

5. Transmitter sends an original file that is good, then sends a correction file for the entire file even though there gra fanl
changes.

The correction file, containing the proper coding, should only contain the records needing correction, not the entire file.

6. File format is formatted as EBCDIC.

File must be standard ASCII code. All files submitted electronically must be in standard ASCII Code.

SEC. 7. RECORD FORMAT AND LAYOUT
FORM 8027 RECORD FORMAT

Field
Position Field Title Length Description and Remarks
1 Establishment 1 REQUIRED. This digit identifies the kind of establishment. Enter the number
Type which describes the type of establishment, as shown below:
1 for an establishment that serves evening meals only (with or without alcoholic
beverages).
2 for an establishment that serves evening meals and other meals (with or without
alcoholic beverages).
3 for an establishment that serves only meals other than evening meals (with or
without alcoholic beverages).
4 for an establishment that serves food, if at all, only as an incidental part of the
business of serving alcoholic beverages.
2-6 Establishment 5 REQUIRED. These five digit Serial Numbers are for identifying individual
Serial Numbers establishments of an employer reporting under the same EIN. The employer shall
assign each establishment a uniqgue numREMERICS ONLY.
7-46 Establishment 40 REQUIRED. Enter the name of the establishment. Left justify and fill unused
Name positions with blanks. ALLOWABLE CHARACTERS ARE ALPHAS, NU-
MERICS, BLANKS, HYPHENS, AMPERSANDS, AND SLASHES.
47-86 Establishment 40 REQUIRED. Enter the mailing address of the establishment. Street address should

Street Address include number, street, apartment or suite number (or P O Box if mail is not deliv-
ered to street address). Left justify and blank fill.

Note: The only allowable characters are alphas, blanks, numerics, ampersands, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the address 210 N. Queen St.,
Suite #300 must be entered as 210 N Queen St Suite 300.

87-111 Establishment 25 REQUIRED. Enter the city, town, or post office. Left justify and blank fill.
City

Note: The only allowable characters are alphas, blanks, numerics, ampersands, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the city St. Louis must be entered
as St Louis.
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FORM 8027 RECORD FORMAT

Field
Position Field Title Length Description and Remarks
112-113 Establishment 2 REQUIRED. Enter state code of the establishment; must be one of the following:
State
STATE CODE STATE CODE
Alabama AL Montana MT
Alaska AK Nebraska NE
Arizona AZ Nevada NV
Arkansas AR New Hampshire NH
California CA New Jersey NJ
Colorado (6{0) New Mexico NM
Connecticut CT New York NY
Delaware DE North Carolina NC
District of Columbia DC North Dakota ND
Florida FL Ohio OH
Georgia GA Oklahoma OK
Hawaii HI Oregon OR
Idaho ID Pennsylvania PA
Illinois IL Rhode Island RI
Indiana IN South Carolina SC
lowa 1A South Dakota SD
Kansas KS Tennessee TN
Kentucky KY Texas TX
Louisiana LA Utah uT
Maine ME Vermont VT
Maryland MD Virginia VA
Massachusetts MA Washington WA
Michigan Ml West Virginia WV
Minnesota MN Wisconsin Wi
Mississippi MS Wyoming wy
Missouri MO
114-122 Establishment 9 REQUIRED. Enter the complete nine-digit ZIP Code of the establishment. If using
ZIP Code a five-digit ZIP Code, left justify the five-digit ZIP Code and fill the remaining four

positions with blanks.

Note: MUST BE NINE NUMERICS OR FIVE NUMERICS AND FOUR BLANKS. DO NOT ENTER THE DASH.

123-131 Employer 9
Identification
Number

REQUIRED. Enter the nine-digit number assigned to the employer by IRS. DO

NOT ENTER HYPHENS, ALPHAS, ALL 9's, OR ALL ZEROS.

132-171 Employer 40
Name

REQUIRED. Enter the name of the employer as it appears on your tax forms (e.qg.,
Form 941). Any extraneous information must be deleted. Left justify and blank fill.
ALLOWABLE CHARACTERS ARE ALPHAS, BLANKS, NUMERICS, AM-

PERSANDS, HYPHENS, AND SLASHES.

172-211 Employer 40
Street Address

REQUIRED. Enter mailing address of employer.

Street address should include

number, street, apartment or suite number (or P O Box if mail is not delivered

street address). Left justify and blank fill.

Note: The only allowable characters are alphas, blanks, numerics, ampersands, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the address 210 N. Queen St.,

Suite #300 must be entered as 210 N Queen St Suite.300
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FORM 8027 RECORD FORMAT

Field
Position Field Title Length Description and Remarks
212-236 Employer City 25 REQUIRED. Enter the city, town, or post office. Left justify and blank fill.

Note: The only allowable characters are alphas, blanks, numerics, ampersands, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the city St. Louis must be entered
as St Louis.

237-238 Employer State 2 REQUIRED. Enter state code of employer. Must be one of the abbreviations
shown in the state abbreviation table for Establishment State (field positions
112-113).
239-247 Employer ZIP 9 REQUIRED. Enter the complete nine-digit ZIP Code of the employer. If using a
Code five-digit ZIP Code, left justify the five-digit ZIP Code and fill the remaining four

positions with blanks.
Note: MUST BE NINE NUMERICS OR FIVE NUMERICS AND FOUR BLANKS. DO NOT ENTER THE DASH.

248-259 Charged Tips 12 REQUIRED. Enter the total amount of tips that are shown on charge receipts for
the calendar year. Amount must be entered in U.S. dollars and cents. The right most
two positions represent cents. Right justify and zero fill. If no entry, zerd\fll-
MERICS ONLY. DO NOT ENTER DECIMAL POINTS, DOLLAR SIGNS,

OR COMMAS.

260-271 Charged Receipts 12 REQUIRED. Enter the total sales for the calendar year other than carry-out sales
or sales with an added service charge of 10 percent or more, that are on charge re-
ceipts with a charged tip shown. This includes credit card charges, other credit
arrangements, and charges to a hotel room unless the employer’s normal accounting
practice consistently excludes charges to a hotel room. Do not include any state or
local taxes in the amount reported. Amount must be entered in U.S. dollars and
cents. The right-most two positions represent cents. Right justify and zero fill. If no
entry, zero fill. NUMERICS ONLY. DO NOT INCLUDE DOLLAR SIGNS,
DECIMAL POINTS, OR COMMAS.

272-283 Service Charge 12 REQUIRED. Enter the total amount of service charges less than 10 percent added
Less Than 10 to customer’s bills and were distributed to your employees for the calendar year. In
Percent general, service charges added to the bill are year. In general, service charges added

to the bill are not tips since the customer does not have a choice. These service
charges are treated as wages and are included on Form W-2. For a more detailed ex-
planation, see Rev. Rul. 1928, 19691 C.B. 270. Amount must be entered in U.S.
dollars and cents. The right-most two positions represent cents. Right justify and
zero fill. If no entry, zero fil. NUMERICS ONLY. DO NOT ENTER DOLLAR

SIGNS, DECIMAL POINTS, OR COMMAS.

284-295 Indirect Tips 12 REQUIRED. Enter the total amount of tips reported by indirectly tipped employ-
Reported ees (e.g., busboys, service bartenders, cooks) for the calendar year. Do not include

tips received by employees in December of the prior tax year but not reported until
January. Include tips received by employees in December of the tax year being re-
ported, but not reported until January of the subsequent year. Amount must be en-
tered in U.S. dollars and cents. The right-most two positions represent cents. Right
justify and zero fill. If no entry, zero filNUMERICS ONLY. DO NOT ENTER
DOLLAR SIGNS, DECIMAL POINTS, OR COMMAS.
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FORM 8027 RECORD FORMAT

Description and Remarks

REQUIRED. Enter the total amount of tips reported by directly tipped employees
(e.g., waiters, waitresses, bartenders) for the calendar year. Do not include tips |
ceived by employees in December of the prior tax year but not reported until Janu
ary. Include tips received by employees in December of the tax year being reportec
but not reported until January of the subsequent year. Amount must be entered |
U.S. dollars and cents. The right-most two positions represent cents. Right justify
and zero fill. If no entry, zero fillNUMERICS ONLY. DO NOT ENTER DOL-
LAR SIGNS, DECIMAL POINTS, OR COMMAS.

REQUIRED. Enter the total amount of tips reported by all employees (both

indirectly tipped and directly tipped) for the calendar year. Do not include tips re
ceived in December of the prior tax year but not reported until January. Include tips
received in December of the tax year being reported, but not reported until Januar
of the subsequent year. Amount must be entered in U.S. dollars and cents. The righ
most two positions represent cents. Right justify and zero fill. If no entry, zero fill.
NUMERICS ONLY. DO NOT ENTER DOLLAR SIGNS, DECIMAL
POINTS, OR COMMAS.

REQUIRED. Enter the total gross receipts from the provision of food and/or bev-
erages for this establishment for the calendar year. Do not include receipts fo
carry-out sales or sales with an added service charge of 10 percent or more. Do n
include in gross receipts charged tips (field positions 248—259) shown on charge re
ceipts unless you have reduced the cash sales amount because you have paid cas
tipped employees for tips they earned that were charged. Do not include state ¢
local taxes in gross receipts. If you do not charge separately for food or beverage
along with other services (such as a package deal for food and lodging), make
good faith estimate of the gross receipts attributable to the food or beverages. Thi
estimate must reflect the cost of providing the food or beverages plus a reasonab
profit factor. Include the retail value of complimentary food or beverages served to
customers if tipping for them is customary and they are provided in connection with
an activity engaged in for profit whose receipts would not be included as gross re
ceipts from the provision of food or beverages (e.g., complimentary drinks served tc
customers at a gambling casino). Amount must be entered in U.S. dollars and cent
The right-most two positions represent cents. Right justify and zero fill. If no entry,
zero fill. NUMERICS ONLY. DO NOT ENTER DOLLAR SIGNS, DECIMAL
POINTS, OR COMMAS.

REQUIRED. Enter the amount determined by multiplying Gross Receipts for the

year (field positions 320—-331) by the Tip Percentage Rate (field positions 344—347
For example, if the value of Gross Receipts is “000045678900” and Tip Percentag
Rate is “0800", multiply $456,789.00 by .0800 to get $36,543.12 and enter
“000003654312". If tips are allocated using other than the calendar year, ente
zeros; this may occur if you allocated tips based on the time period for which wage:
were paid or allocated on a quarterly basis. Amount must be entered in U.S. dollar
and cents. The right-most two positions represent cents. Right justify and zero fill.
NUMERICS ONLY. DO NOT ENTER DOLLAR SIGNS, DECIMAL
POINTS, OR COMMAS.

REQUIRED. Enter 8 percent (0800) unless a lower rate has been granted by the
District Director. The determination letter must accompany the magnetic/electroni
submissionNUMERICS ONLY. DO NOT ENTER DECIMAL POINT.

Field

Position Field Title Length

296-307 Direct Tips 12
Reported

308-319 Total Tips 12
Reported

320-331 Gross Receipts 12

332-343 Tip Percentage 12
Rate Times

344-347 Tip Percentage 4
Rate
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FORM 8027 RECORD FORMAT

Field
Position

Field Title

Length

Description and Remarks

348-359

Allocated Tips

12

REQUIRED. If Tip Percentage Rate times Gross Receipts (field positions
332-343) is greater than Total Tips Reported (field positions 308—-319), then the dif-
ference becomes Allocated Tips. Otherwise, enter all zeros. If tips are allocated
using other than the calendar year, enter the amount of allocated tips from your
records. Amount must be entered in U.S. dollars and cents. The right-most two po-
sitions represent cents. Right justify and zero fNlUMERICS ONLY. DO NOT
ENTER DOLLAR SIGNS, DECIMAL POINTS, OR COMMAS.

360

Allocation
Method

REQUIRED. Enter the allocation method used if Allocated Tips (field positions
348-359) are greater than zero as follows:

1) for allocation based on hours worked.

2) for allocation based on gross receipts.

3) for allocation based on a good faith agreement.

The good faith agreement must accompany the magnetic/electronic submission. |If
Allocated Tips are equal to zero, enter O (zero).

Note: Under Section 1571 of the Tax Reform Act of 1986, the method of allocation of tips based on the number of hours

worked as described in Section 31.6053-3(f)(1)(iv) may be utilized only by an employer that employs less than the equivalent
of 25 fulltime employees at the establishment during the payroll period. Section 31.6053-3(j)(19) provides that an employer

is considered to employ less than the equivalent of 25 fulltime employees at an establishment during a payroll period if the

average number of employee hours worked per business day during the payroll period is less than 200 hours.

361-364 Number of 4 REQUIRED. Enter the total number (must be greater than zero) of directly tipped
Directly Tipped employees employed by the establishment for the calendar year. Right justify and
Employees zero filNUMERICS ONLY.

365-369 Transmitter 5 REQUIRED. Enter the 5-digit Transmitter Control Code assigned by the IRS.
Control Code
(TCC)

370 Corrected 8027 1 REQUIRED. Enter blank for original return. Enter “G” for corrected return. A
Indicator corrected return must be a complete new return replacing the original return.

371-372 Blank or cr/If 2 Magnetic/electronic filers are required to enter blanks. Diskette filers may enter

blanks or the carriage line feed characters (cr/If).

FORM 8027 RECORD LAYOUT

Establishment Establishment Establishment Establishment
Type Serial Number Name Street Address
1 2-6 7-46 47-86
Establishment Establishment Establishment Emp]oygr
. Identification
City State ZIP Code
Number
87-111 112-113 114-122 123-131
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FORM 8027 RECORD LAYOUT

Employer Street

Employer Name Address Employer City Employer State
132-171 172-211 212-236 237-238
Emplover Zi Service Charge
ploy P Charged Tips Charged Receipts Less Than 10
Code
Percent
239-247 248-259 260-271 272-283
Indirect Tips Direct Tips Total Tips .
Reported Reported Reported Gross Receipts
284-295 296-307 308-319 320-331

Tip Percentage
Rate Times Gross

Tip Percentage

Allocated Tips

Allocation Method

Receipts Rate
332-343 344-347 348-359 360
Number of Directly Transmitter Control Corrected 8027 Blank or
Tipped Employees Code (TCC) Indicator cr/If
361-364 365-369 370 371-372

SEC. 8. EFFECT ON OTHER DOCUMENTS

.01 Rev. Proc. 98-52 is superseded.

SEC. 9. EFFECTIVE DATE

.01 This revenue procedure is effective for Forms 8027 due the last day of February 2000 and any returns filed thereafter.
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26 CFR 601.602: Tax forms and instructions.

Publication 1245 (Rev. 10-99)
Specifications for Filing Form W-4, Employee’s Withholding Allowance Certificate, Magnetically or Electronically

Rev. Proc. 99-47

Reprinted from IR Bulletin 1999-49
dated December 6, 1999

(Contains copies of Forms 4419, 6466, 6467, and notice 1027 for taxpayers’ use.)

Rev. Proc. 99-47
TABLE OF CONTENTS
PART A. GENERAL

SECTION 1. PURPOSE

SECTION 2. NATURE OF CHANGES

SECTION 3. WHERE TO FILE AND HOW TO CONTACT THE IRS, MARTINSBURG COMPUTING CENTER

SECTION 4. FILING REQUIREMENTS

SECTION 5. FORM 4419, APPLICATION FOR FILING INFORMATION RETURNS MAGNETICALLY/ELECTRONI-
CALLY

SECTION 6. FILING DUE DATES

SECTION 7. FILING FORMS W-4 MAGNETICALLY/ELECTRONICALLY

SECTION 8. REPLACEMENT FILES

SECTION 9. EFFECT ON PAPER DOCUMENTS

SECTION 10. DEFINITION OF TERMS

PART B. MAGNETIC MEDIA/ELECTRONIC SPECIFICATIONS

SECTION 1. GENERAL

SECTION 2. TAPE SPECIFICATIONS

SECTION 3. 3%-INCH DISKETTE SPECIFICATIONS

SECTION 4. TAPE CARTRIDGE SPECIFICATIONS

SECTION 5 8MM, 4MM and QUARTER INCH CARTRIDGE SPECIFICATIONS
SECTION 6. ELECTRONIC FILING SPECIFICATIONS

SECTION 7. FORM W-4 RECORD FORMAT AND RECORD LAYOUT
SECTION 8. EFFECT ON OTHER DOCUMENTS

SECTION 9. EFFECTIVE DATE

PART A. GENERAL
SEC. 1. PURPOSE

.01 The purpose of this revenue procedure is to update Rev. Proc. 98-26, March 30, 1998, (IRS Pub. 1245), which aitlines the
guirements and conditions for submitting certain Forms W4, Employee’s Withholding Allowance Certificate, magnetically or elec-
tronically to the Internal Revenue Service (IRS), Martinsburg Computing Center (MCC).

.02 Revenue procedures are generally revised to reflect legislative and form changes. Comments concerning this revenue proce
dure or suggestions for making it more helpful can be addressed to Internal Revenue Service, Martinsburg Computing Center,
ATTN: IRB Information Support Sectio230 Murall Dr, Kearneysville, WV 25430.

.03 The following revenue procedures and publications provide more detailed filing procedures for certain information returns
and can be obtained by contacting your local IRS office or by calling 1-800-829-3676:

(@) “Instructions for Forms 1099, 1098, 5498, and W-2G” provides specific instructions on completing and submitting infor-
mation returns to IRS.

(b) Rev. Proc. 84-33, 19841 C.B. 502, regarding the optional method for agents to report and deposit backup withholding.

(c) Publication 1179, Rules and Specifications for Private Printing of Substitute Forms 1096, 1098, 1099 Series, 5498, and
W-2G.
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(d) Publication 1220, Specifications for Filing Form 1098, 1099, 5498, and W-2G Magnetically or Electronically.
(e) Publication 1239, Specifications for Filing Form 8027, Employer’s Annual Information Return of Tip Income an
Allocated Tips, Magnetically or Electronically.
(f) Publication 1187, Specifications for Filing Form 1042-S, Foreign Person’s U.S. Source Income Subject to Withholdil
Magnetically or Electronically
.04 Refer to Part A, Sec. 10, for definitions of terms used in this publication.

SEC. 2. NATURE OF CHANGES

In this publication, major changes have been emphasized by using italics. This has been done to assist filers in identifying n
formation. Filers are still advised to read the publication in its entirety.
The changes are as follows:
.01 EDITORIAL CHANGES
(&) Under Part A, Sec. 3, “WHERE TO FILE AND HOW TO CONTACT THE IRS, MARTINSBURG COMPUTING CEN-
TER”, the address is now 230 Murall Dr, Kearneysville, WV 24530.
(b) The Information Reporting Program-Bulletin Board System (IRP-BBS) is no longer in use. The information in Part B, S
6 Asynchronous (IRP-BBS) electronic filing specifications has been completely revised to provide instructions for the |
ing Information Returns Electronically (FIRE) system.
(c) The new number for the electronic filing system is 304-262-2400.
(d) The following types of media are no longer acceptable by IRS/MCC:
(1) 5%inch diskettes;
(2) 3%inch diskettes created on a non-MS-DOS system;
(3) 3%inch diskettes created on a System 36 or AS400;
(e) The following QIC (quarter inch cartridge) sizes have been deleted from Part B, Sec. 5:

Size Tracks Density Capacity
QIC-11 4/5 4(8000BPI) 22Mb or 30Mb
QIC-320 26 17(16000 BPI) 320Mb
QIC-1350 30 18(51667 BPI) 1.3Gb

.02 PROGRAMMING CHANGES
There are no programming changes for tax year 1999. Corrections to Rev. Proc. 98-26 printed in Internal Revenue Bulletir
1998-24, dated June 15, 1998, Announcement 98—-48 have been incorporated into this revision.

SEC. 3. WHERE TO FILE AND HOW TO CONTACT THE IRS, MARTINSBURG COMPUTING CENTER

.01 All Forms W-4 filed magnetically or electronically are processed at IRS/MCC. Magnetic media containing Forms W-4 is
be sent to the following address:

IRS-Martinsburg Computing Center
Information Reporting Program
230 Murall Dr

Kearneysville WV 25430

.02 Requests for paper forms and publications can be made by calling the “Forms Only Number” listed in your local telephon
rectory or by calling the IRS toll-free numie800-TAX-FORM (1-800-829-3676).

.03 Questions pertaining to magnetic media/electronic filing of Forms W-2 must be directed to the Social Security Administral
(SSA). Filers can call 1-800-SSA-6270 to obtain the phone number of the SSA Employer Service Liaison Officer for their area.

.04 A taxpayer or authorized representative may request a copy of a tax return or a Form W-2 filed with a return by submi
Form 4506, Request for Copy or Transcript of Tax Form, to IRS. This form may be obtazadlihigyl-800-TAX-FORM (1-800-
829-3676).

.05 The IRS/MCC Call Site, located in Kearneysville, WV, provides service to the payer/employer community (financial instif
tions, employers, and other transmitters of information returns). The IRS/MCC Call Site answers questions concerningdtax law
the magnetic/electronic filing of questionable Forms W-4 as well as information returns (Forms 1096, 1098, 1099, 5498, 5498-V
8027, W-2G, W-3, and 1042-S), inquiries dealing with backup withholding due to missing and incorrect taxpayer identifination nt
bers and questions concerning paper filing of Forms W-2. Recipients of information returns (payees) should continue to co!
1-800-829-1040 or other numbers specified in the tax return instructions with any questions on how to report informagion return
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The Call Site accepts calls from all areas of the country. The number to3@t263-870®r Telecommunications Device for
theDeaf (TDD) 304-267-3367These are toll calls. The Call Site is in operation throughout the year to handle the questions of pay-
ers, transmitters, and employers. Due to the high demand for assistance at the end of January and February, it iscdvasable to
soon as possible to avoid these peak filing seasons.

.06 Telephone inquiries may be made Monday through Friday between 8:30 a.m. and 4:30 p.m. Eastern time. The telephone
numbers for magnetic media/electronic inquiries or electronic submissions are:

304-263-8700 — Call Site
304-262-2400 — Electronic Filing
304-267-3367 — TDD (Telecommunication Device for the Deaf)
304-264-5602 — Fax Machine
(These are not toll-free telephone numbers.)

TO OBTAIN FORMS & PUBLICATIONS CALL:
1-800-TAX-FORM (1-800-829-3676)

TO OBTAIN FORMS & PUBLICATIONS INTERNET:
WWW.irs.gov

SEC. 4. FILING REQUIREMENTS

.01 Employers are required to send to IRS quarterly, copies of all Forms W-4 received during the quarter from emptayees still

ployed at the end of the quarter who claim the following:
(&) More than 10 withholding allowances, or
(b) Exempt status and are expected to earn more than $200 a week.

.02 Employers are not required to send other Forms W-4 unless notified by IRS in writing to do so.

.03 Employers may submit all information magnetically or electronically; or a combination of magnetic/electronic filegand pap
documents is acceptable, provided there are no duplications or omissions of documents. However, magnetic/electronie-filing is p
ferred and strongly encouraged.

.04 A Form W-4 with a written statement attached from the employee must be filed on paper, not on magnetic media. If filing
paper Forms W-4, the employer may send them in each quarter with paper Forms 941. If the employer submits the paper Forms W-
4 at any time other than quarterly, a cover letter must be submitted giving the employer’s name, address, employemwidentificati
number (EIN), and the number of Forms W-4 included.

NOTE: MCC DOES NOT PROCESS PAPER RETURNS. PAPER RETURNS MUST BE FILED WITH THE APPROPRI-
ATE SERVICE CENTER. SEE FORM 941 INSTRUCTIONS FOR THE APPROPRIATE SERVICE CENTER.

SEC. 5. FORM 4419, APPLICATION FOR FILING INFORMATION RETURNS MAGNETICALLY/
ELECTRONICALLY

.01 Employers, or their transmitters, who wish to file magnetically or electronically, must submit a Form 4419, Application fo
Filing Information Returns Magnetically/Electronically. Instructions for its completion are on the reverse of the form.

.02 Magnetic/electronic files may not be filed with IRS/MCC until authorization to file is received. Requests will bedapprove
disapproved within 30 days of receipt.

.03 Only applications of employers or transmitters whose equipment meets the specifications in Part B, Sec. 2, 3,14b& or 6 wi
approved.

.04 Once authorization to file has been granted, a five-character alpha/numeric Transmitter Control Code (TCC) willdhe assigne
Approval will continue in effect in succeeding years provided the requirements of the current revenue procedure are meet and the
are no equipment changes by the employer or transmitter. Although a TCC may have already been assigned to a tranemitter for th
filing of information returns, the Form W-4 requires a separate TCC of its own. This TCC must appear on all transmigiabforms
mitted with magnetic/electronic files, as well as other correspondence. The TCC must also be coded into positions 318-323 of th
Form W-4 record. (See Part B, Sec. 7.)

.05 New applications (Forms 4419) are required whenever

(a) You discontinue filing magnetically/electronically for two years, in which case your TCC may have been reassigned. You
may call IRS/MCC to verify if your TCC is still valid.

(b) You have used a service agency in the past, and they had their own TCC, to prepare your files but you now have computer
equipment compatible with that of IRS, in which case you must request your own TCC.
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SEC. 6. FILING DUE DATES

.01 Magnetic/electronic reporting of Forms W-4 to IRS must be at least quarterly (monthly reporting is encouraged). The folls
ing are the quarter end dates:

Period Covered Due Date
January 1 thru March 31 April 30
April 1 thru June 30 July 31

July 1 thru September 30 October 31
October 1 thru December 31 January 31

.02 If any due date falls on a Saturday, Sunday, or legal holiday, the Forms W-4 are considered timely if they aresfiteckion th
day that is not a Saturday, Sunday, or legal holiday.

SEC. 7. FILING FORMS W-4 MAGNETICALLY/ELECTRONICALLY

.01 A Magnetic Media/Electronic Reporting Package which includes the current revenue procedure and the necessary trans
forms will be mailed to approved filers each year.

.02 If the employer chooses to file magnetically/electronically, then a Form 6466, Transmittal of Forms W-4 Reported Magn
cally/Electronically, must be sent to the IRS/MCC as prescribed in Part A, Sec. 3.

.03 Form 6466 MUST be signed by the employer or the transmitter, service bureau, paying agent, or disbursing agent (all
after referred to as agent), on behalf of the employer if the agent has the authority to sign the affidavit under an egreecy agr
(either oral, written, or implied) that is valid under state law and adds the caption “FOR: (name of employer).”

.04 Although a duly authorized agent signs the affidavit, the employer(s) is held responsible for the accuracy of the4Forms
filed magnetically or electronically.

.05 DO NOT REPORT THE SAME INFORMATION ON PAPER DOCUMENTS THAT YOU REPORT MAGNETI-
CALLY/ELECTRONICALLY. If you report part of your returns on paper and part magnetically or electronically, be sure that dt
plicate returns are not included on both.

.06 Before submitting your magnetic/electronic file, include the following:

(&) Asigned Form 6466, Transmittal of Forms W-4 Reported Magnetically/Electronically along with a Form 6467, Transmit
of Forms W-4 Reported Magnetically/Electronically(Continuation), if you submit data for multiple employers. Thes
forms must be mailed or faxed the same day electronic files are submitted.

(b) Your media (tape, diskette, or cartridge) with an external identifying label. Notice 1027 describes the information wh
should be included on this self-prepared label.

(c) On the outside of the shipping container, affix the label IRB Special Projects. This label is included in the publication.

.07 IRS/MCC will not return filers’ magnetic media after it has been successfully processed. Should filers wish to kivow if th
media was received by IRS/MCC, a delivery service that provides certification of delivery is recommended.

.08 IRS cannot accept any Cash-On-Delivery (COD) or Charged-to-IRS shipments of reportable tax information that an indi
ual or organization is legally required to file. Because of the high volume of data received and shipping cost invokdeshippeci
ping containers will not be returned.

.09 Use this record format and processing capabilities to file Forms W-4 submitted for the quarter ending March 31, &000 an
all subsequent filings.

SEC. 8. REPLACEMENT FILES

THE MAGNETIC MEDIA/ELECTRONIC SPECIFICATIONS CONTAINED IN PART B OF THIS REVENUE PRO-
CEDURE MUST BE STRICTLY ADHERED TO. If files are not processable, they will be returned to you for replacement and
resubmission, or submission of paper Forms W-4. Replacement files must be resubmitted to IRS/MCC within 45 days of the dz
the enclosed letter. The media should be identified as replacement data by writing, typing or printing “Magnetic Media Repl:
ment” on the external label used on the magnetic media and marking the replacement box on the Fofriliegegedtronically,
you should choose replacement when asked for the type of submission to identify a replacement file before transmission begin

SEC. 9. EFFECT ON PAPER DOCUMENTS

.01 Magnetic/electronic reporting to IRS eliminates the need to submit copies of paper Forms W-4.
.02 If part of the Forms W-4 are reported magnetically/electronically and the remainder are reported on paper forms, the f
Forms W-4 must be mailed to the appropriate service center.
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SEC. 10. DEFINITION OF TERMS

Employer Generally, an employer is a person or organization for whom a worker performs a service as an employee.
The employer has the right to direct and control the worker. A person or organization paying wages to a
former employee after the work ends is also considered an employer.

Employee One who performs services for an employer.
EIN Employer Identification Number that has been assigned by IRS.
File For purposes of this procedure, a file consists of all magnetic/electronic records submitted by an em-

ployer or transmitter.

Special Character Any character that is not a numeric, an alpha or a blank.

Taxpayer May be either an Employer Identification Number (EIN); a Social Security Number (SSN); an IRS
Identification Individual Taxpayer Identification Number (ITIN) issued to an alien individual; or an IRS Adoption
Number (TIN) Taxpayer ldentification Number(ATIN) assigned to children who are in the process of being adopted.
Transmitter Person or organization preparing and/or submitting magnetic/electronic file(s).

Transmitter A five-character alpha/numeric number assigned by IRS to the transmitter prior to actual filing magneti-
Control Code cally/electronically. This number is inserted in Positions 319-323 of your files and must be present before
(TCC) the file can be processed. An application Form 4419 must be filed with IRS to receive this number.

PART B. MAGNETIC MEDIA/ELECTRONIC SPECIFICATIONS
SEC. 1. GENERAL

.01 The specifications contained in this part of the revenue procedure define the required format and content of tbebsecords t
included in the magnetic/electronic file. Use this revenue procedure to file Forms W-4 submitted for the quarter endi3iy, March
2000 and all subsequent filings.

.02 An external label must appear on each tape, tape cartridge and diskette submitted. Notice 1027 details what inf@stmation m
be on the label. The diskettes used must be MS/DOS compatible.

SEC. 2. TAPE SPECIFICATIONS

.01 IRS/MCC can process most magnetic tape files if the following specifications are followed:
(&) 9-track EBCDIC (Extended Binary Coded Decimal Interchange Code) with
(1) Odd parity
(2) Recording density—1600 or 6250 BPI
(3) If you use UNISYS Series 1100, you must submit an interchange tape.
(b) 9-track ASCII (American Standard Coded Information Interchange) with:
(1) Odd parity
(2) Recording density—1600 or 6250 BPI
.02 All tape files must have the following characteristics:
(@ 0.5inch (12.7 mm) wide computer grade magnetic tape,
(b) Tape thickness: 1.0 or 1.5 mils,
(c) Reel diameter: 10.5 inch (26.67 cm), 8.5 inch (21.59 cm), or 7 inch (17.78 cm) and
(d) Reel of tape up to 2400 feet (731.52 m).
.03 All records, including Header and Trailer Labels (if used) must be transmitted using the same density.
.04 The tape records defined in this revenue procedure may be blocked subject to the following:
(&) Ablock must not exceed 32,550 tape positions.
(b) If the use of blocked records would result in a short block, all remaining positions of the block must be filled gth-9's;
ever, the last block of the file may be filled with 9’s or truncated.not pad a block with blanks.
(c) All records, except the header and trailer labels, may be blocked or unblocked. Arecord may not contain any centrol field
or block descriptor fields which describe the length of the block or the logical records within the block. The number of log-
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ical records within a block (the blocking factor) must be constant in every block with the exception of the last block whi
may be shorter (see item (b) above). The block length must be evenly divisible by 350.
(d) All data records are a fixed record length of 350 positions and may not span blocks.
.05 Labeled or unlabeled tapes may be submitted.
.06 For the purposes of this revenue procedure the following must be used:
Tape Mark:
(a) Used to signify the physical end of the recording on tape.
(b) For even parity, use BCD configuration 001111(8421).
(c) May follow the header label and precede and/or follow the trailer label.
.07 Do not submit an employee Form W-4 record without the required employer identification information. Every record m
contain both employee and employer data.

SEC. 3. 3 %-INCH DISKETTE SPECIFICATIONS

.01 To be compatible, a diskette file must meet the following specifications:

(a) 3%-inches in diameter.

(b) Data must be recorded in standard ASCII code.

(c) Records must be a fixed length of 350 bytes per record.

(d) Delimiter character commas (,) must not be used.

(e) Positions 349 and 350 of each record have been reserved for carriage return/line feed (cr/If) characters.

(H Filename of QWFTAX must be used. Do not enter any other data in this field. The extension will indicate the sequenc
the diskettes within the file. For example, the first diskette will be named QWFTAX.001, the second diskette will
QWFTAX.002, etc.

(g) Adiskette file may consist of multiple diskettes as long as the file naming conventions are adhered to.

(h) Diskettes must meet one of the following specifications:

Capacity Tracks Sides/Density Sector Size
1.44 mb 96tpi hd 512
1.44 mb 135tpi hd 512
1.2 mb 96tpi hd 512

.02 3%-inch diskettes are only acceptable if they were created using MS/DOS.

SEC. 4. TAPE CARTRIDGE SPECIFICATIONS

.01 In most instances, IRS/MCC can process tape cartridges that meet the following specifications:
(a) Must be IBM 3480, 3490, 3490E, or AS400 compatible.
(b) Must meet American National Standard Institute (ANSI) standards, and have the following characteristics:
(1) Tape cartridges will b&-inch tape contained in plastic cartridges which are approximately 4-inches by 5-inches b
1-inch in dimension.
(2) Magnetic tape will be chromium dioxide particle bakddch tape.
(3) Cartridges must be 18-track or 36-track parallel (G=e).
(4) Cartridges will contain 37,871 CPI (characters per inch ) or 75,742 CPI.
(5) Mode will be full function.
(6) The data may be compressed using EDRC (Memaorex) or IDRC (IBM) compression.
(7) Either EBCDIC (Extended Binary Coded Decimal Interchange Code) or ASCIl (American Standard Coded Informati
Interchange) may be used.
.02 The tape cartridge records defined in this revenue procedure may be blocked subject to the following:
(a) Ablockmust notexceed 32,550 tape positions.
(b) If the use of blocked records would result in a short block, all remaining positions of the block must be filledhwith 9s;
ever, the last block of the file may be filled with 9s or truncaied.not pad a block with blanks
(c) All records, except the header and trailer labels, may be blocked or unblocked. Arecord may not contain any centrol fi
or block descriptor fields which describe the length of the block or the logical records within the block. The number of Ic
ical records within a block (the blocking factor) must be constant in every block with the exception of the last block whi
may be shorter (see item (b) above). The block length must be evenly divisible by 350.
(d) Records may not span blocks.
.03 Tape cartridges may be labeled or unlabeled.
.04 For the purposes of this revenue procedure, the following must be used:
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Tape Mark:

(a) Used to signify the physical end of the recording on tape.

(b) For even parity, use BCD configuration 001111(8421).

(c) May follow the header label and precede and/or follow the trailer label.

Note: Filers should indicate on the external media label and transmittal Form 6466 whether the cartridge is 36-track or
18-track.

SEC. 5. 8MM, 4MM, AND QUARTER INCH CARTRIDGE SPECIFICATIONS

.01 In most instances, IRS/MCC can process 8mm tape cartridges that meet the following specifications:
(&) Must meet American National Standard Institute (ANSI) standards, and have the following characteristics:
(1) Created from an AS400 operating system only.
(2) 8mm (.315-inch) tape cartridges will bé&z2nch by 3%-inch.
(3) The 8mm tape cartridges must meet the following specifications:

Tracks Density Capacity
1 20 (43245 BPI) 2.3Gb
1 21 (45434 BPI) 5Gb

(4) Mode will be full function.
(5) Compressed data is not acceptable.

(6) Either EBCDIC (Extended Binary Coded Decimal Interchange Code) or ASCII (American Standard Coded Information In-
terchange) may be used. However, IRS/MCC encourages the use of EBCDIC. This information must appear on the exter-
nal media label affixed to the cartridge.

.02 The 8mm (.315-inch) tape cartridge records defined in this revenue procedure may be blocked subject to the following:

(a) Ablockmust notexceed 32,550 tape positions.

(b) If the use of blocked records would result in a short block, all remaining positions of the block must be filled with 9's;
however, the last block of the file may be filled with 9’s or truncai®d.not pad a block with blanks.

(c) All records, except the header and trailer labels, may be blocked or unblocked. A record may not contain any control
fields or block descriptor fields which describe the length of the block or the logical records within the block. The num-
ber of logical records within a block (the blocking factor) must be constant in every block with the exception of the last
block which may be shorter (see item (b) above). The block length must be evenly divisible by 350.

(d) Various COPY commands have been successful, however, the SAVE OBJECT COMMAND is not acceptable.

(e) Records may not span blocks.

.03 For faster processing, IRS/MCC encourages transmitters to use header labeled cartridges. QWFTAX may be used as a suc
gested filename.
.04 For the purposes of this revenue procedure, the following must be used:

Tape Mark:

(a) Used to signify the physical end of the recording on tape.

(b) For even parity, use BCD configuration 001111(8421).

(c) May follow the header label and precede and/or follow the trailer label.

.05 IRS/MCC can only read one data file on a tape. A data file is a group of records which may or may not begin wittka tapemar
but must end with a trailer label. Any data beyond the trailer label cannot be read by IRS programs.
.06 4mm (.157-inch) cassettes are acceptable with the following specifications:

(&) 4mm cassettes will be¥2inch by 3-inch.

(b) The tracks are 1 (one).

(c) The density is 19 (61000 BPI).

(d) The typical capacity is DDS (DAT data storage) at 1.3 Gb or 2 Gb, or DDS-2 at 4Gb.

(e) The general specifications for 8mm cartridges will also apply to the 4mm cassettes.

.07 Various Quarter Inch Cartridges (QI&y}i(ich) are also acceptable.
(a) QIC cartridges will be"by 6'.
(b) QIC cartridges must meet the following specifications:

December 6, 1999 630 1999-49 |.R.B.



Size Tracks Density Capacity

QlC-24 8/9 5 (8000 BPI) 45Mb or 60Mb
QIC-120 15 15 (10000 BPI) 120Mb or 200Mb
QIC-150 18 16 (10000 BPI) 150Mb or 250Mb
QIC-525 26 17 (16000 BPI) 525Mb
QIC-1000 30 21 (36000 BPI) 1Gb

QIC-2Gb 42 34 (40640 BPI) 2Gb

SEC. 6. ELECTRONIC FILING SPECIFICATIONS

01. IRS/MCC is in the process of updating all of its hardware and software for electronic filing. Effective October 3he1999,
Information Reporting Program Bulletin Board System (IRP-BBS) electronic filing system will be discontinued. StartingNovem
1, 1999, users will be able to access the new electronic system via analog and ISDN BRI connections. The new systelnois desit
support the electronic filing of information returns only. The new telephone number for electronic {ilif8D#%262-2400).Pub-
lications and forms will no longer be electronically available from MCC. Users needing the publications and forms that were f
merly available on the IRP-BBS will need to download them from the IRS website at www.irs.gov or by calling 1-800-TAX-FO
(1-800-829-3676).

.02 Electronic filing of Form W-4 originals and replacements is offered as an alternative to magnetic

media (tape, tape cartridge, or diskette) or paper fibogijs not a requiremenif. the original file was sent magnetically, but was
returned for replacement, the replacement may be transmitted electronically.

.03 The electronic filing of Forms W-4 is not affiliated with the Form 1040 electronic filing program. These two progitams are
tally independent, and filers must obtain separate approval to participate in each of them. All inquiries concerningiinefélect
ing of information returns should be directed to IRS/MCC. IRS/MCC personnel cannot answer questions or assist taxpayers i
filing of Form 1040 tax returns. Filers with questions of this nature will be directed to the Customer Service toll-fre€ r80mer
829-1040)or assistance.

.04 Filers participating in the electronic filing program for Forms W-4 will submit their returns to IRS/MCC electronicalyt and
through magnetic media or paper filing. Files submitted in this manner must be in standard ASCII code.

.05 The format of the record is the same for electronically filed records as they ar&-foct8 diskettes, tapes, and tape
cartridges and must be in standard ASCII code.

.06 Filers must obtain, or already have, a Transmitter Control Code (TCC) assigned to them prior to submitting their files e
tronically. (Filers who currently have a TCC for magnetic media filing of Forms W-4 do not have to request a second €EC for e
tronic filing.) Refer to Part A, Sec. 5, for information on how to obtain a TCC.

.07 Once a TCC is obtained, electronic filers assign their own passwords and do not need prior or special approval.

.08 With all passwords, it is the user’s responsibility to remember the password and not allow the password to be comprom
Passwords are user assigned at first logon and are up to 8 alpha/numerics, which are case sensitive. However, ifjétarsedo for
password, calB04-263-8700or assistance.

Note: Passwords are case sensitive.

.09 Electronically filed Forms W-4 may be submitted to IRS/MCC 24 hours a day, 7 days a week. Technical assistance wi
available Monday through Friday between 8:30 a.m. and 4:30 p.m. Eastern Time by calling 304-263-8700.

.10 Do not transmit data electronically from January 1 through January Fhis will allow time for IRS/MCC to update their
system to reflect current year changes.

.11 Data compression is encouraged when submitting Forms W-4 electronically. MCC has the ability to decompress files cre
using several popular software compression programs such as ARC, COMPRESS, LHARC, and PKZIP. The time required to t
mit Forms W-4 electronically will vary depending on the modem speed and the type of data compression usétigiftiams.re-
quired to transmit a file can be reduced by as much as 85 percent by using software compression and hardware compressi
The following are actual transmission rates achieved in test uploads of 1099 information at MCC using compressed filesl The a
transmission rates will vary depending on the modem speeds.

Transmission Speed
in bps 1000 Records 10,000 Records 100,000 Records
19.2K 34 Sec. 6 Min. 60 Min.
56K 20 Sec. 3 Min. 33 Min.
128K (ISDN) 8 Sec. 1 Min. 10 Min.
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.11 Files submitted electronically will be assigned a unique filename by the IRS system (the user can name the fileeggnything
choose from their end). The IRS assigned filename will consist of the filers TCC, the submission type [ORIG (origif?l, and R
(replacement)], and a four digit number sequence. The sequence number will be incremented for every file sent. Fof g&xample, i
is your first original file for the calendar year and your TCC is 44444, the IRS assigned filename would be ORIG.44444.0001.
Record the filename. This information will be needed by MCC in order to identify the file, if assistance is requirecdhraptete c
Form 6466.

.12 Filers are advised not to resubmit an entire file if records were omitted from the original transmission. This will result in
duplicate filing. A new file should be sent consisting of the records that had not previously been submitted.

.13 The results of the electronic transmission will be available in the File Status area of the electronic system witdekgwo w
however, no further processing will occur until the signed Form 6466 is received. The transmitter must mail or fax tRersigned
6466 the same day the electronic transmission is made. No return is considered filed until a Form 6466 is received by IRS/MCC.

.14 Form 6466 can be ordered by calling the IRS toll-free forms and publications order number 1-800-TAX-FORM, (1-800-829-
3676), or it may be computer-generatédmay also be obtained from the Internet at www.irs.dbw filer chooses to computer-
generate Form 6466, all of the information contained on the original form, including the affidavit, must also be contaimed on t
computer-generated form.

.15 Forms 6466 may be mailed to the following address:

If by Postal Service, air or truck freight:
IRS-Martinsburg Computing Center
Information Reporting Program
Attn: Electronic Filing Coordinator
230 Murall Drive
Kearneysville, WV 25430

Please indicate on the envelope the following message:
CONTAINS FORM 6466 INFORMATION - NO MAGNETIC MEDIA

.16 Contact the Electronic Filing System by dial8@#-262-2400. This number supports analog connections from 1200bps to
56Kbps or ISDN BRI 128Kbps connections. The system can be accessed via Dial-up network/web browser or a communications
software package such as Hyperterminal, Procomm, PCAnywhere, etc. The Dial-up network/web browser will provide an Internet-
like look without going through the Internet (point to point). If you do not have this capability, a text interface vailidedpthat
can be accessed via typical communications software and will perform similar to the former IRP-BBS.

.17 Due to the large number of communication products available, it is impossible to provide specific information onla particu
software package or hardware configuration. Filers should contact their software or hardware supplier for assistance. Your
browser will need to be capable of file uploads (i.e., Internet Explorer 4.0, Netscape Navigator 2.0 or higher). The fo#owing
some general instructions (many of these settings may already be set by default in your software):

(a) Dial-up network settings:
(1) Set dial-up server type to PPP
(2) Set network protocol to TCP/IP
(3) Enable software compression
(4) Enable PPP LCP extensions
(b) Browser settings:
(1) Set to receive “cookies”
(2) Enable JavaScript or Jscript
(3) Browser must be capable of file uploads (i.e. Internet Explorer 4.0, Netscape 2.0 or higher)
(4) Enter the URL Address of http://10.225.224.2
(c) Communications software settings should be:
— No parity
— Eight data bits
— One stop bit
— Full duplex
(d) Hardware features
(1) Enable hardware flow control
(2) Enable modem error control
(3) Enable modem compression

.18 The first time you log on to the electronic system, you will need to create a new account. After completing thenrégistrat
formation, you will be prompted for a user name and password. Passwords are assigned by the user at first logon ané are up to
alpha/numerics which are case sensitive. Rememberey@atiogon name and password for future reference. If you forget your
logon name and/or password, call IRS/MCC at 304-263-8700 for assistance.
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.19 Once you are an established user, select the logon option and then you will be prompted for your logon name and pass
Once you have entered this information, you will be at the Main Menu. Select one of the following options:
(a) Electronic Filing - this option will allow you to send your files and provide us with current mailing address inforimation
case we need to send any correspondence.
(b) File Status - this option will display the results of your file transfer and will be posted in this area within 2 weeks.

Common Problems Associated with Electronic Filing

1. No Form 6466, Transmittal of Forms W-4 Reported Magnetically/Electronically.

Even though you have sent your Forms W-4 electronically, you still need to fax or mail the Form 6466. See Part B,d8¢lte6.15 f
mailing address. The fax number is 304-264-5602.

2. Transmitter does not dial back to the electronic system to determine file acceptability.

Within 2 weeks the results of your file transmission will be posted under the option called File Status. It is very itin@oytzunt
check this option because if your file is bad we must receive a replacement within 45 days.

3. Transmitter compresses several files into one.

Only compress one file at a time. For example, if you have 10 uncompressed files to send, compress each file sepandt&ly and s
separate compressed files.

4. Transmitter sends a file and File Status indicates that the file is good, but the transmitter wants to send a repladisartent
replace the original/replacement file.

Once a file has been transmitted, you cannot send a replacement file unless File Status indicates the file is bad. olf wantdo n
us to process the file, you must first contact us at 304-263-8700 to see if this is a possibility.

5. File format is formatted as EBCDIC.

All files submitted electronically must be in standard ASCII Code.

SEC. 7. FORM W-4 RECORD FORMAT AND RECORD LAYOUT

.01 This record is used to identify the employer, the employee, number of allowances, and other information that isnreporte
the paper Form W-4.

.02 ALL RECORDS MUST BE A FIXED LENGTH OF 350 POSITIONS.

.03 Do not begin any record at the end of a block or diskette and continue the same record into the next block or diskette.

FORM W-4 RECORD FORMAT

Field

Position Field Title Length Description and Remarks

1-9 Employee Tax 9 REQUIRED. Enter the 9-digit TIN assigned to the employee. DO NOT ENTER
Identification HYPHENS or ALPHA CHARACTERS. All zeroes, ones, twos, etc. will have the
Number (TIN) effect of an incorrect TIN.

10-44 Employee Name 35 REQUIRED. Enter the name of the employee whose TIN appears in field positions
Line 1 1-9. Enter the name in the following order: first name, middle name (if present),

and surname. (Use initials for the first and middle names where necessary to insul
that the entire employee surname fits in the field.) If fewer than 35 characters art
used, left-justify and fill unused positions with blanks.
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(1) A blank must be surrounded by alphas or continued to the end of the field
(e.g., ab...b, aba).

(2) A hyphen in the first position is to identify an employee with surname only.
Hyphens must be surrounded by alphas or numerics and must never occur in the
first position of a name unless immediately followed by a caret.

(3) Acaret is used to define an internal name control. It must immediately pre-
cede the employee surname in place of the blank. A second caret is used to sepa-
rate a suffix from the surname (e.g., JOHN J. <BLACK; BILL<OAK<JR; AMY
FERN<BROWN<MD).

Note: The only allowable characters are alphas, blanks, numerics, ampersands, hyphens and slashes. A minimum of one and
a maximum of two carets (<) can be used. Punctuation, such as, periods and commas are not allowed and will cause your file
to be returned.

45-79 Employee Name 35 Optional. This line is designated for an “in care of” (c/o) situation. Left-justify and
Line 2 fill unused positions with blanks. Hyphens and slashes must be surrounded by al-
phas or numerics; ampersands must be surrounded by blanks; blanks must be sur-
rounded by alphas or numerics or continued to the end of the field (e.g., ab...b,
aba).

Note: The same exceptions apply as set forth in “Employee Name Line 1”; also the use of a percent sign (%) is not valid—
use c/o if necessary.

80-114 Employee Street 35 REQUIRED. Enter mailing address of employee. Street address should include
Address number, street, apartment or suite number (or P O Box if mail is not delivered to
street address). Left-justify and fill unused positions with blanks. Position 80 must
be an alpha or numeric; hyphens and slashes must be surrounded by alphas or nu-
merics; ampersands must be surrounded by blanks; blanks must be surrounded by
alphas or numerics or continued to the end of the field (e.g., ab...b, aba).

Note: The only allowable characters are alphas, blanks, numerics, ampersands, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the address 210 N. Queen St.,
Suite #300 must be entered as 210 N Queen St Suite 300.

115-139 Employee City 25 REQUIRED. Enter the city, town or post office. If a foreign address, see Note 2.
Leftjustify and fill unused positions with blanks. Enter APO or FPO, if applicable.
Do not enter state and ZIP Code information in this field. Position 115 must be an
alpha or numeric; hyphens must be surrounded by alphas or numerics; blanks must
be surrounded by alphas or numerics or continued to the end of the field (e.g., ab...b,
aba).

Note 1: The only allowable characters are alphas, blanks, numerics, ampersands, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the city St. Louis must be entered
as St Louis.

Note 2: For foreign addresses, you may use the 25 position Employee City field to provide the following information: city
and country name.

140-141 Employee State 2 REQUIRED. Enter the two character location code of employee address; must be
one of the following:

Note: For foreign addresses, enter XX from table below.

Location Code Location Code Location Code
Alabama AL Kentucky KY Ohio OH
Alaska AK Louisiana LA Oklahoma OK
American Samoa AS Maine ME Oregon OR
Arizona AZ Marshall Islands MH Pennsylvania PA
Arkansas AR Maryland MD Puerto Rico PR
California CA Massachusetts MA Rhode Island RI
Colorado CcoO Michigan Mi South Carolina SC
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FORM W-4 RECORD FORMAT

Field

Position Field Title Length Description and Remarks

Location Code Location Code Location Code

Connecticut CT Minnesota MN South Dakota SD

Delaware DE Mississippi MS Tennessee TN

District of Columbia DC Missouri MO Texas TX

Federated States Montana MT Utah uT

of Micronesia FM Nebraska NE Vermont VT

Florida FL Nevada NV Virginia VA

Georgia GA New Hampshire NH Virgin Islands VI

Guam GU New Jersey NJ Washington WA

Hawaii HI New Mexico NM West Virginia WV

Idaho ID New York NY Wisconsin Wi

lllinois IL North Carolina NC Wyoming wy

Indiana IN North Dakota ND Foreign Address,

lowa 1A Northern All Others XX

Kansas KS Mariana Islands MP

142-150 Employee 9 REQUIRED. Enter the valid nine-digit ZIP Code of employde.YOU ONLY

ZIP Code HAVE FIVE (5) DIGITS AVAILABLE, LEFT-JUSTIFY AND ZERO FILL.
Blank fill only if the employee’s ZIP Code is unavailable.
151 Marital Status 1 REQUIRED. Enter appropriate code from the table below:
Marital Status Code

~ Designated
Single S
Married M
Married, withhold
at single rate W
No marital status
designated A

152 Exempt Status 1 REQUIRED. Enter “E” if employee claims exempt status; otherwise, enter
blank.

153 BLANK 1 Enter Blank.

154-156 Allowances REQUIRED. Must be a three (3) digit numeric field corresponding to the
number of allowances claimed by employee. (It is necessary to file this Form W-4
with IRS if the number of allowances is more than ten (10) or exempt status is
claimed.) Field must be right justified and zero filled. If no entry, or employee
claimed exempt status, enter blanks.

157-163 Additional Amount REQUIRED. Enter any additional amount of withholding the employee wants de-
ducted from each pay. Amount must be entered in U.S. dollars and cents. The righ
most two positions represent cents. Do not enter dollar signs, commas, decime
points, or negative numbers. Right-justify and zero fill. If no entry, zero fill.

164-169 BLANK Enter Blanks.
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FORM W-4 RECORD FORMAT

Field

Position Field Title Length Description and Remarks

170-178 Employer 9 REQUIRED. The 9-digit EIN assigned to the employer. DO NOT ENTER
Identification HYPHENS, ALPHA CHARACTERS. All zeroes, ones, twos, etc. will have the
Number effect of an incorrect TIN.

179-213 Employer Name 35 REQUIRED. Enter the name of the employer as it appears on employment tax
Line 1 forms (e.g., Form 941). Any extraneous information must be deleted from this name

line. Left-justify and fill with blanks. Position 179 must be alpha or numeric; hy-
phens and slashes must be surrounded by alphas or numerics; blanks must be sur-
rounded by alphas or numerics or continued to the end of the field (e.g., ab...b, aba).

Note: The only allowable characters are alphas, blanks, numerics, ampersands, hyphens and slashes. Punctuation, such as
periods and commas, are not allowed and will cause your file to be returned.

214-247 Employer Name 34 If the employer name requires more space than is available in Employer Name Line
Line 2 1, enter the remaining portion of the name in this field. Left-justify and fill with
blanks. Position 214 must be alpha or numeric; hyphens must be surrounded by al-
phas or numerics; blanks must be surrounded by alphas or numerics or continued to
the end of the field (e.g., ab...b, aba).

Note: The same exceptions apply as set forth in “Employer Name Line 1”; also, the use of a percent sign (%) is not valid—
use c/o if necessary.

248-282 Employer Street 35 REQUIRED. Enter mailing address of employer. Street address should include
number, street, apartment or suite number (or P O Box if mail is not delivered to
street address). Left-justify and fill unused positions with blanks. Position 248 must
be alpha or numeric; hyphens must be surrounded by alphas or numerics; blanks
must be surrounded by alphas or numerics or continued to the end of the field (e.g.,
ab...b, aba).

Note: The only allowable characters are alphas, blanks, numerics, ampersands, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the address 210 N. Queen St.,
Suite #300 must be entered as 210 N Queen St Suite 300.

283-307 Employer City 25 REQUIRED. Enter the city, town or post office. Enter APO or FPO if applicable.
Do not enter state and ZIP Code information in this field. Position 283 must be
alpha or numerics; hyphens must be surrounded by alphas or numerics; blanks must
be surrounded by alphas or numerics or continued to the end of the field (e.g., ab...b,
aba).

Note: The only allowable characters are alphas, blanks, numerics, ampersands, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the city St. Louis must be entered
as St Louis.

308-309 Employer State 2 REQUIRED. Enter location code of employer. Must use abbreviation shown in
Code the location abbreviation table for Employee Location Code (field positions
140-141).
310-318 Employer ZIP 9 REQUIRED. Enter the valid nine digit ZIP Code of employd.YOU ONLY
Code HAVE FIVE (5) DIGITS AVAILABLE, LEFT-JUSTIFY AND ZERO FILL.

Blank fill only if employer’s ZIP Code is unavailable.

319-323 Transmitter 5 REQUIRED. Enter 5-character Transmitter Control Code (TCC) assigned by
Control Code IRS/MCC.
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FORM W-4 RECORD FORMAT

Field
Position Field Title Length Description and Remarks
324-331 Form W-4 Date 8 REQUIRED. Enter date located on signature line Form W-4. If no date entered,
generate current system date. Format as YYYYMMDD (e.g.19981231). Exempt
Status Form W-4 compare “year effective date” on Line 7 to signature date. If yeal
entered on Line 7 is later than signature date, use Form W-4 date as a 01/01 recel
for subsequent calendar year (e.g., Line 7 of Form W-4 shows an exempt status da
of 2000 but signature date is 19991031, use 20000101 as Form W-4 date.)
332-348 BLANK 17 Enter Blanks.
349-350 BLANK 2 Enter blanks, or carriage return/line feed (CR/LF) characters.
FORM W-4 RECORD LAYOUT
Employee Tax Er:lglr?])éee Employee Name Employee Street Emolovee Cit
Identification Number . Line 2 Address ploy y
Line 1
1-9 10-44 45-79 80-114 115-139
Employee ZIP Marital Exempt
Employee State Code Status Status BLANK Allowances
140-141 142-150 151 152 153 154-156
Employer Employer Employer
Additional Amount BLANK Identification ploy ploy
Name Line 1 Name Line 2
Number
157-163 164-169 170-178 179-213 214-247
. Employer State Employer ZIP Transmitter
Employer Street Employer City Code Code Control Code
248-282 283-307 308-309 310-318 319-323
BLANK or
Form W-4 Date BLANK CRILE
324-331 332-348 349-350

SEC. 8. EFFECT ON OTHER DOCUMENTS

Revenue Procedure 98-24, Publication 1245 (Rev. 3-98), is superseded.
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SEC. 9. EFFECTIVE DATE (1)(B) is computed by multiplying the mental plans that, under the plan as in ef-
_ participant’s compensation limitation, afect on July 1, 1993, allowed cost-of-liv-

Use' Fhe reCO“?' length and processmgdjusted through 1999 by 1.0235. Théng adjustments to the compensation limi-
capabilities of this revenue procedure tQiiation for defined contribution plans tation under the plan under § 401(a)(17)

file Forms W-4 submitted for the quarter, e § 415(c)(1)(A) remains unchangetb be taken into account, is increased from

quent filings. The Code provides that various other The compensation amount under
dollar amounts are to be adjusted at th® 408(k)(2)(C) regarding simplified em-

L. . same time and in the same manner as thyee pension plans (SEPS) is increased
Limitations on Benefits and dollar limitation of § 415(b)(1)(A) is ad- from $400 to $450. The compensation
Contributions under Qualified justed. These dollar amounts and the admount under § 408(k)(3)(C) for SEPs is
Plans; Cost-of-Living justed amounts are as follows: increased from $160,000 to $170,000.
Adjustments for 20001 The limitation under § 402(g)(1) on the The limitation under § 408(p)(2)(A) re-

. exclusion for elective deferrals describedarding simple retirement accounts re-

Notice 99-55 in § 402(g)(3) is increased from $10,000nains unchanged at $6,000.

; 0 $10,500. The limitation on deferrals under
Cosdeeczgg éégeg)fptrga(;ggefrgraljcﬁlz\rnleirr]rﬁ-é The dollar amount under § 409(0)(1)8 457(b)(2) and (c)(1) concerning eligible
tations on benefits and contributionéc)(“) for determining the maximum ac-deferred compensation plans of state and
under qualified retirement plans. Sectioffount balance in an employee stock owrecal governments and of tax-exempt or-
415 also requires that the Commission&rsmp plan subject to a 5-year distributioiganizations remains unchanged at $8,000.
annually adjust these limits for cost-ofPeriod is inc_reased from $735,000 to The compeqsation___amounts under
living increases. Other limitations applic—$755’0(_)0’ while the dollz_ir amount used t@ 1.61—21(f)_(5)(|) and (|||? of the Inqo_me
able to deferred compensation plans alSe_eter_mln_e the Ie_ngth_en_lng of the 5-yeaTax Regulations concernlng_the def|n|t|9n
also affected by these adjustments. istribution period is increased fromof “cor_1tro| employee” for_frlnge benefit

Effective January 1, 2000, the ”mita_$145,0QO _to $150,000._ o valuation purposes are mcreas_ed from
tion for the annual benefit under § 415(b)- The limitation used in the definition of $70,000 and $145,000, respe_ctlvely, to
(1)(A) for a defined benefit plan is in-2a highly comp_en_sated employee unddi?S,OOQ z_ind $150,000, r_espect|vely._
creased from $130,000 to $135,000. Fcﬁ' 414(q)(1)(B) is increased from $80,000 A_dmmlstraFors_ of defined benefit or
participants who separated from servic $85,000. _ o deflned contribution plans_ tha_lt have re-
before January 1, 2000, the limitation for The annual Compensat|on I|_m|t undeceived favorable determlnatl(_)n I_etters
defined benefit plans under § 415(b)-§§ 401(a)(17) and 404(l) is increasedhould not request new determination let-

from $160,000 to $170,000. The annudkrs solely because of yearly amendments
1Based on News Release IR-1999-80, dated OctoG@Mpensation limit under § 401(a)(17) foto adjust maximum limitations in the
19, 1999. eligible participants in certain govern-plans.
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Part IV. Items of General Interest

Notice of Proposed Rulemaking held in room 2615, Internal Revenue Ser- Second, under section 1433(b)(2)(B) of

and Notice of Public Hearing vice Building, 1111 Constitution Avenue, the TRA, as amended by the Technical and
NW, Washington, DC. Miscellaneous Revenue Act of 1988, the
Generation-Skipping Transfer GST tax does not apply to any generation-
Issues FOR FURTHER INFORMATION CON- skipping transfer under a will or revocable
TACT: Concerning the proposed regulatrust executed before October 22, 1986, if
REG-103841-99 tions, James F. Hogan, (202) 622-309Qhe decedent died before January 1, 1987.

concerning submissions of comments, the Third, under section 1433(b)(2)(C) of
hearing, and/or to be placed on the buildhe TRA, the GST tax does not apply to
ing access list to attend the hearingany generation-skipping transfer under a
Michael L. Slaughter, (202) 622-718Grust to the extent such trust consists of
(not toll-free numbers). property included in the gross estate of a
decedent or reinvestments thereof, but
SUMMARY: This document contains S°F " -EMENTARYINFORMATION: o1y if the decedent was, on October 22,
proposed regulations relating to the appligackground 1986, under a mental disability to change
cation of the effective date rules of the the disposition of the decedent’s property
generation-skipping transfer (GST) tax The GST tax provisions were enacte@nd did not regain competence to dispose
imposed under chapter 13 of the Internd@s part of the Tax Reform Act of 1986of the property before death.
Revenue Code. The proposed regulatiof§RA), Pub. L. 99-514, 1986-3 (Vol. 1) Numerous taxpayers have requested
provide guidance with respect to the typ€&.B. 1, 634. Under section 1433(a) of therivate letter rulings regarding the effect
of trust modifications that will not affect TRA, the GST tax generally applies to althat a proposed modification or construc-
the exempt status of a trust. In additiorgeneration-skipping transfers made aftefon will have on an exempt trust for GST
the proposed regulations clarify the appliOctober 22, 1986, the date the TRA watax purposes. In rulings in this area, the
cation of the effective date rules in thenacted. IRS has held that a modification will not
case of property transferred pursuant to Section 1433(b)(2) of the TRA exemptscause the trust to lose its exempt status if
the exercise of a general power of apransfers from certain trusts from the GSthe modification does not result in any
pointment. The proposed regulations af@x. Hereinafter, a trust that is exempthange in the quality, value, or timing of
necessary to provide guidance to taxpaynder section 1433(b)(2) is referred to aany beneficial interest under the trust. Al-
ers so that they may properly determine &n “exempt trust.” though the statute does not specifically ad-
chapter 13 of the Code is applicable to a First, under section 1433(b)(2)(A) ofdress modifications to trusts that are ex-
particular trust. the TRA, the GST tax does not apply tempt under section 1433(b)(2) of the
any transfer from a trust that was irrevoTRA, Treasury and the IRS believe that a
DATES: Written and electronic com-cable on September 25, 1985, to the exrust that is modified such that none of the
ments must be received by February 1@ent the transfer is not made out of addbeneficial interests change can be viewed
2000. Outlines of topics to be discussetions to the trust after September 25, 198&s the same trust that was in existence on
at the public hearing scheduled for Marclithe day before the House Ways an&eptember 25, 1985.
15, 2000 at 10:00, must be received bieans Committee began considering the The majority of the ruling requests re-
February 23, 2000. bill containing the GST provisions). ceived by the Service concern proposed
Under 826.2601-1(b)(1)(ii) of the Genermadifications intended to enable the trust
ADDRESSES: Send submissions toation-skipping Transfer Tax Regulationsto adapt to changed circumstances or to
CC:DOM:CORP:R (REG-103841-99),3 trust created on or before September 28nable the trustee to administer the trust
room 5226, Internal Revenue Service1985, is considered irrevocable on thgtroperly. These proposed modifications
POB 7604, Ben Franklin Station, Washgate unless: (1) the settlor retained aften are not inconsistent with the purpose
ington, DC 20044. Submissions may alspower that would cause the trust to be imf the TRA effective date provisions. Ac-
be hand delivered Monday through Friday|uded in the settlor's gross estate for fectordingly, as discussed below, these pro-
between the hours of 8 a.m. and 5 p.m. t@ra| estate tax purposes by reason of sewesed regulations adopt a more liberal
CC:DOM:CORP:R (REG-103841-99).tion 2038 of the Code, if the settlor hadtandard with respect to changes that may
Courier’s Desk, Internal Revenue Sergied on September 25, 1985; or (2) thbe made to the trust without the loss of ex-
vice, 1111 Constitution Avenue, NW,property held in the trust is a life insur-empt status. Treasury and the IRS intend
Washington, DC. Alternatively, taxpayersance policy transferred by the insured anthat the regulations, when finalized, pro-
may submit comments electronically viahe insured possessed, on September 24de sufficient guidance concerning mod-
the internet by selecting the “Tax Regs? 985, any incident of ownership thatfications that the need for private letter
option on the IRS Home Page, or by suliyould have caused the value of the trustilings will be greatly diminished. Com-
mitting comments directly to the IRS in-tg pe included in the insured’s gross estateents are requested regarding whether
ternet site at http://www.irs.gov/tax regsfinder section 2042 of the Code if the inthe proposed regulations will achieve this
reglisthtml. The public hearing will be syred had died on September 25, 1985. resullt.

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Notice of proposed rulemak-
ing and notice of public hearing.
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In addition, the proposed regulationsole remainder beneficiaries of a trust es- The facts in Simpson are similar to
clarify the application of the effectivetablished by their parent. They disagrethose presented ieterson Marital Trust
date provisions when the exercise or lapses to the portion of the remainder each is Commissioner78 F.3d 795 (2nd Cir.
of a general power of appointment oveentitled to under the terms of the trusf996). InPetersonthe decedent had a
an otherwise grandfathered trust results when the trust terminates. A settlemertestamentary general power to appoint
property passing to a skip person. dividing the corpus equally amorg B, property in a pre-September 25, 1985
andC, B's child and the grandchild of themarital trust created under her husband’s
parent who established the trust, woulwill. Rather than appointing the property

1. Modifications to Trusts not be considered within the range of resputright, the taxpayer allowed the power

sonable outcomes becauSés not a po- to lapse and the property passed to her

The proposed regulations provide guidiential remainderman under any construdusband's grandchildren, who were skip
ance regarding the types of modificationsjon of the trust agreement. persons under section 2612. The court
constructions, and settlements of contro- e proposed regulations also addreg®ncluded that the transfer was subject to
versies that will not cause a trust to l0Sgg sjtyation in which a trustee distributeghe GST tax. The court noted that the ef-
its exempt status. However, the ruleg st principal to a new trust for the benefifective date provisions in section
contained in these proposed regulations g ,cceeding generations. In some casdt33(b)(2) of the TRA were “designed . .
apply only for GST tax purposes. Thusyhe governing instrument grants the trusteet0 protect those taxpayers who, on the
the rules do not apply in determining, fofy 454 discretionary powers to distributd@sis of pre-existing rules, made arrange-
example, whether a modification will ré-pincinal to or for the benefit of the trustments from which they could not reason-
sult in a gift for gift tax purposes, or MaYyeneficiaries, outright or in trust. Under@bly escape and which, in retrospect, had
cause inclusion of the trust assets in gege circumstances, distributions by theecome singularly undesirable Peter-
gross estate, or may result in the realizgq, gtee 1o trusts for the benefit of trust berson Marital Trustat 801 (footnote omit-
tion of gain for purposes of section 1004 ciaries will not cause the original trust€d). The court concluded that there was
of the Code. or the new trusts to lose exempt status pr§© basis to apply the protection provided

Under the proposed regulations, a Coulfieq the vesting of trust principal is nof" Section 1433(b)(2) to the marital trust
order in a construction proceeding that r‘;‘bostponed beyond the perpetuities perio%ecause the arrangement could have been
solves an ambiguity in the terms of a tru glpplicable to the original trust. changed to avoid the GST tax through the
instrument will not cause the trust to lose Finally, under the proposed regulationsexemise of the decedent’s general power
its exempt status. The judicial actiona trust n’1ay be modified and remain ex(_')f appointment.
however, must involve a bona fide issu%mpt for GST purposes. The modifica- Treasury and the IRS believe that there
and the court’s decision must be consi fon. however must not shift a beneficialS NO substantive difference between the
tent with applicable state law that woul |nte,rest in the,trust to any beneficiary Whéituation inSimpsonwhere property
be applied by the highest court of the

state. Commissioner v. Estate of BOSChOCCUpieS a lower generation (as defined iﬂaslsed purs;lant to_ t:]e e>;erC|§ethof a_tgen-
' ' Section 2651) than the person or persor%a power of appointment and the situa-

387 U.S. 456 (1967). Construction prog ho held the beneficial interest prior tg'on in Peterson Marital Truswhere

ceedings determine a settlor's intent as %he modification and must not extend th& P passed pursuant to a lapse of a

e ooy forvesting of sy benef eres 77l poverof seporinent. i
strument that satisfies these requiremen!t% the trust beyond the period provided fopointment has the equivalent of outright

i IN the original trust. o
does not alter or modify the terms of the 9 ownership in the propertyEstate of Kruz

Explanation of Provisions

instrument. 2. Exercise of a General Power of v. Commissioned 01 T.C. 44, 50-51, 59-
Similarly, under the proposed regula-  Appointment after September 25, 60 (1993). The value of the property sub-

tions, a court-approved settlement of a  19g5. ject to the general power is includible in

bona fide controversy relating to the ad- the powerholder’s gross estate at death

ministration of a trust or the construction In Simpson v. United States83 F.3d under section 2041(a). In either case, the
of terms of the governing instrument of 812 (8th Cir. 1999), the decedent exerpowerholder can avoid the consequences
trust will not cause a trust to lose its excised a testamentary general power of apf the GST tax by appointing the property
empt status. This will be the case, howpointment granted under a marital trusfo nonskip persons. Therefore, as the
ever, only if the settlement is the producthat was created in 1966. Pursuant to thgurt noted inPeterson Marital Trust,

of arm’s length negotiations, and the sedecedent’s exercise of the general powetiere is no basis for exempting such dis-
tlement is within the range of reasonablef appointment, the property passed to hgyositions from the GST tax under the
outcomes under the governing instrumergrandchildren who were skip persongRA effective date provisions.

and applicable state law addressing thender section 2612. The court concluded Accordingly, the proposed regulations
issues resolved by the settlemer8ee that the transfer to the grandchildren waslarify that the transfer of property pur-
Ahmanson Foundation v. United Stategxempt from the GST tax under sectiosuant to the exercise, release, or lapse of a
674 F.2d 761 (9th Cir. 1981Estate of 1433(b)(2)(A) of the TRA, because thegeneral power of appointment created in a
Suzuki v. CommissioneF,C. Memo. transfer was “under a trust” that was irpre-September 25, 1985 trust is not a
1991-624. For examplé, andB are the revocable on September 25, 1985. transfer under the trust, but rather is a
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transfer by the powerholder occurring The rules of 26 CFR 601.601(a)(3) 2. Redesignating paragraph (b)(4) as
when the exercise, release, or lapse of tla@ply to the hearing. Persons that wish toaragraph (b)(5).
power becomes effective, for purposes giresent oral comments at the hearing must 3. Adding a new paragraph (b)(4).

section 1433(b)(2)(A) of the TRA. submit comments by February 16, 2000, 4. Paragraph (c) is amended by adding
. ) and submit an outline of the topics to ba new sentence to the end of the para-
Special Analysis discussed and the time to be devoted tgraph.

It has been determined that this noticEach topic (signed original and eight (8) The additions read as follows:

copies) by February 23, 2000. A period of

of proposed rulemaking is not a signifi- ; ) 26.2601—1 Effective Dates
cant regulatory action as defined in ed0 minutes will be allotted to each per501§ : .

12866. Therefore, a regulatory asses&’ Making comments. An agenda show- X % %ok

ment is not required. It also has been d&?9 the scheduling of the speakers will be
termined that section 553(b) of the agPrepared after the deadline for receiving (b) * **

ministrative Procedure Act (5 U.S.C outlines has passed. Copies of the agenda(1) * * *
chapter 5) does not apply to these .reg';ul'éﬁi” be available free of charge at the (i) * * * Further, the rule in the first
sentence of this paragraph (b)(1)(i) does

tions, and because these regulations dtF21ng-
not apply to a transfer of property pur-

not impose a collection of information on i ; :
small entities, the Regulatory FIexibiIityDraftlng Information suant to the exercise, release, or lapse of a
Act (5 U.S.C. chapter 6) does not apply. The principal author of these proposedeneéral power of appointment that is
Therefore, a Regulatory Flexibility regulations is James F. Hogan, Office df¢atéd as a taxable transfer under chapter
Analysis is not required. Pursuant to se¢he Chief Counsel, IRS. Other personnejl Of chapter 12. The transfer is made by
tion 7805(f) of the Internal Revenuefrom the IRS and Treasury Department® person holding the power at the time

Code, the regulations will be submitted tgarticipated in their development. the exercise, release, or lapse of the power
the Small Business Administration for becomes effective, and is not considered a

comment on their impact on small busi- transfer under a trust that was irrevocable

* *x *x % %

ness. Proposed Amendments to the Regulatior? September 25, 19855ee§26.2601-
1(b)(1)(v)(B) regarding the treatment of
Comments and Public Hearing Accordingly, 26 CFR part 26 is pro-the release, exercise, or lapse of a power
posed to be amended as follows: of appointment that will result in a con-

Before these proposed regulations are
adopted as final regulations, consideraART 26— GENERATION-SKIPPING
tion will be given to any written (a signedTRANSFER TAX REGULATIONS
original and eight (8) copies) or electronid/NDER THE TAX REFORM ACT OF
comments that are submitted timely (ifl986 * ok ok k%

the manner described in ADDRESSES) to L ) .
the IRS. Treasury and the IRS specifi- F2aF- 1. The authority citation for part 26 - (4) Retention of trust's exempt status in

cally request comments on the clarity ofontinues to read in part as f(illfzvs: the case of modifications, et¢i) In gen-
the proposed regulations and how they Authority: 26 U.S.C. 7805 _eral. This paragraph provides rules for de-
can be made easier to understand. AJj P2~ 2. In 826.2600-1 the Table isermining when a modification, judicial
comments will be available for public in-amended under 526.2601 by revising thgonstruction, settlement agreement, or
spection and copying. entry for paragraphs (b) and (b)(4) angystee action with respect to a trust that is
A public hearing has been schedule§dding an entry for paragraph (b)(5) {@xempt from the generation-skipping

structive addition to a trust. See
826.2652-1(a) for the definition of a
transferor.

for March 15, 2000 at 10:00 a.m. in roonc2d as follows: transfer tax under paragraphs (b)(1), (b)(2),
2615, Internal Revenue Building, 1111 §26.2600-1. Table of contents. or (b)(3) of this section (hereinafter re-
Constitution Avenue, NW, Washington, 826.2601-1Effective dates. ferred to as an exempt trust) will not cause
DC. Due to building security procedures, * ok ok k% the trust to lose its exempt status. The
visitors must enter at the 10th Street en- b . rules_ contained in this paragraph (b)(4) are
trance, located between Constitution and (b) Exceptions applicable only for purposes of determin-
Pennsylvania Avenues, NW. In addition, X ok * ok ing whether an exempt trust retains its ex-
all visitors must present photo identifica- ] _empt status for generation-skipping trans-
tion to enter the building. Because of ac- (4) Retention of trust's exempt status iffer tax purposes. The rules do not apply in
cess restrictions, visitors will not be adthe case of modifications, etc. determining, for example, whether the
mitted beyond the immediate entrance (°) Exceptions to additions rule. transaction results in a gift subject to gift
area more than 15 minutes before the * % % % % tax, or may cause the trust to be included in
hearing starts. For information about the gross estate of a beneficiary, or may re-
having your name placed on the building Par. 3. Section 26.2601-1 is amendesllt in the realization of capital gain for
access list to attend the hearing, see tlas follows: purposes of section 1001 of the Code.
“FOR FURTHER INFORMATION 1. Adding four sentences to the end of (A) Trustee’s discretionary powers.
CONTACT” section of this preamble. paragraph (b)(1)(i). The distribution of trust principal from an
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exempt trust to a new trust will not cause (2) The construction is consistent withpone or suspend the vesting, absolute ownership or
the new trust to be subject to the proviapplicable state law that would be applieﬂo",ve(; of a"e”at:jo'f‘ of "’:E ":jte:eStf'” p“t?pe"yf fTOf at
sions of chapter 13, if— by the highest court of the state. period, measurec irom e Gaie of creation of “Tust

. . D extending beyond any life in being at the date of cre-
(1) The terms of the governing instru- (D) Other changes.A modification of Ltion of Trust plus a period of 21 years, plus if nec-

ment of the exempt trust authorize théhe governing instrument of an exempéssary, a reasonable period of gestation. Accord-
trustee to make distributions to the newrust (including a trustee distribution, setingly, neither Trust nor the new trust will be subject
trust without the consent or approval oflement, or construction that does not sat@ the provisions of chapter 13 of the Code.

.. . . Example 2. Trustee's power to distribute princi-
any beneficiary or court, and isfy paragraphs (b)(4)(i)(A), (B), or (C) of pal pursuant to state statutdn 1980, Grantor es-

(2) The terms of the governing instru-this subsection) by judicial reformation,iaplished an irevocable trust (Trust) for the benefit
ment of the new trust do not extend ther nonjudicial reformation that is valid of Grantor's childA, As spouse, ané's issue. At
time for vesting of any beneficial interestunder applicable state law, will not causéhe time Trust was establishedlhad two children,
in the trust in & manner that may postpongn exempt trust to be subject to the provf BE, LIRS T REY WE8 FRARtl
or .SUSpend the ve§t|ng,. abSOIUte. ownesions of chapte_r _13’ _bUt onIy if— . discretion to distribute all or part (;f the trust income
ship, or power of alienation of an interest (1) The modification does not shift a, principal to one or more of the group consisting
in property for a period, measured fronbeneficial interest in the trust to any benesf A, As spouse oA's issue. Trust will terminate on
the date of creation of the original trustficiary who occupies a lower generatiorihe death oA, at which time the trust principal will

extending beyond any life in being at theas defined in section 2651) than the pep® distributed té\s issue, per stirpes. Under a state

. - . . . statute applicable to Trust, a trustee who has the ab-
date of creation of the original trust plus &on or persons who held the beneficial Molute dis([:)retion under the terms of a testamentary

period of 21 years, plus if necessary, gerest prior to the modification, and instrument or irrevocable inter vivos trust agreement
reasonable period of gestation. For pur- (2) The modification does not extendo invade the principal of a trust for the benefit of the
poses of this paragraph (b)(4)())(A), thehe time for vesting of any beneficial in-income beneficiaries of the trust, may exercise the
exercise of a trustee’s distributive poweterest in the trust beyond the period proqislc"]f“g” by ap_po;nting Sfo much or alfl of the pringi-
; : . - pal of the trust in favor of a trustee of a trust under
that.va“dly postpones Or. suspends thﬂded forin the original trust' an instrument other than that under which the power
vgstmg, abSOIUte, Owners,hlp’ or power of (E) Examples.The following examples 1o invade is created, or under the same instrument.
alienation of an interest in property for gjystrate the application of this paragraptThe trustee may take the action either with consent
term of years that will not exceed 90 yeargy)(4). In each example, assume that tisé all the persons interested in the trust but without
(measured from the date of creation of thgyst established in 1980 was irrevocab|grior court approval, or with court approval, upon

iNi ; ; .. otice to all of the parties. The exercise of the dis-
orlglnal trust) will not be considered anfor purposes of §26'2601_1(b)(1)(”) anc£retion however. nfust not reduce any fixed income

exercise that postpones or suspends Veg{at there have been no additions to ANifterest of any income beneficiary of the trust and
ing, absolute ownership, or the power ofyst after September 25, 1985. must be in favor of the beneficiaries of the trust. In
alienation beyond the perpetuities period. 2000, the trustee distributes one-half of Trust’s prin-
If a trustee’s distributive power is exer- Example 1. Trustee’s power to distribute princicipal to a new trust that provides for the payment of
cised by creating another power, it i al authorized under trust instrumentn 1980, trust income ta for life and further provides that, at

rantor established an irrevocable trust (Trust) fon's death, one-half of the trust remainder will pass to

deemed to be exercised to whatever €¥ie benefit of Grantor’s child, A's spouse, anf's B or B's issue and one-half of the trust will pas€to

tent the second power may be exercisedissue. At the time Trust was establishadiad two or C's issue. Because the state statue requires the
(B) Settlement.A court-approved set- children,B andC. A corporate fiduciary was desig- consent of all of the parties, the transaction consti-
tlement of a bona fide controversy regardrated as trustee. UUdEF th? terms of Trust, th@tes a modification of Trust. However, because the
ing the administration of the trUSt oF thg R T O arou consiotat s & bemcreiny o honeroaot e ety
. S Frust to a beneficiary or beneficiaries who occupy a
construcnon of terms of the goveming m_ing of A, A's spouse oA's issue. The trustee is alsolower generation than the person or persons who
strument will not cause an exempt trust tQuthorized to distribute all or part of the trust princiheld the beneficial interest prior to the modification,
be subject to the provisions of chapter 13al to one or more trusts for the benefitAdfA's  neither Trust nor the new trust will be subject to the
if— spouse, 0A's issue under terms specified by theprovisions of chapter 13 of the Code.
(1) The settlement is the product O1It_ru§tede in éhe tTrustfe’s discretion. Atnty tru_st TStzl; Ehxample 3. Construction of an ambigluohusdterm
, L ished under Trust, however, must terminate the instrument.In 1980, Grantor established an
arm’s length negotlatlo_ns, .an.d years after the death of the last child®ab die who irrevocable trust for the benefit of Grantor’s chil-
(2) The settlement is within the rang€,s aiive at the time Trust was executed. Trust witiren, A andB, and their issue. The trust is to termi-
of reasonable outcomes under the govertrminate on the death @ at which time the re- nate on the death of the last to diefoind B, at
ing instrument and applicable state lawnaining principal will be distributed #'s issue, per which time the principal is to be distributed to their
addressing the issues resolved by the sétirpes. _In _2000, the trustee distributed part oissue. However, the provision governing the termi-
tlement Trust's principal to a new trust for the benefit®f nation of the trust is ambiguous regarding whether
o . S andC and their issue. The new trust will terminatethe trust principal is to be distributed per stirpes,
©) JUQ'C'aI ConStrUCt!on'_A judicial 21 years after the death of the survivoB@indC, at  only to the children ofA andB, or per capita among
construction of a governing instrument tQuhich time the trust principal will be distributed tothe children, grandchildren, and more remote issue
resolve an ambiguity in the terms of thehe issue 0B andC, per stirpes. The terms of theof AandB. The trustee files a construction suit with
instrument or to correct a scrivener’s errogoverning instrument of Trust authorize the trustethe appropriate local court to resolve the ambiguity.
will not cause an exempt trust to be SUHQ make the distribution to a new t.rust without theThe co.urt issues an grde.r cc')nst.ruing the inst.rument
. .. . consent or approval of any beneficiary or court. Iio provide for per capita distributions to the children,
ject to the .pro'V|.5|ons ,Of Chapter 13, if— addition, the terms of the governing instrument o§randchildren, and more remote issudahdB liv-
(1) The judicial action involves a bonaie new trust do not extend the time for vesting oing at the time the trust terminates. The court's con-
fide issue, and any beneficial interest in a manner that may posstruction is consistent with applicable state law as it
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would be interpreted by the highest court of the statgubject to the provisions of chapter 13 of the Code.(Filed by the Office of the Federal Register on No-
and resolves a bona fide controversy regarding the Example 6. Merger of two trustsin 1980, vember 17, 1999, 8:45 a.m., and published in the
proper interpretation of the instrument. ThereforeGrantor established an irrevocable trust foissue of the Federal Register for November 18,
the trust will not be subject to the provisions ofGrantor’s child and the child’s issue. In 1983,1999, 64 F.R. 62997)
chapter 13 of the Code. Grantor’s spouse also established a separate irrevo-

Example 4. Change in trust situsn 1980, cable trust for the benefit of the same child and
Grantor, who was domiciled in StaXe executed an issue. The terms of the spouse’s trust and Grantor; . .
irrevocable trust for the benefit of Grantor’s issuetrust are identical. In 2000, the appropriate Iocaﬁonce of PrOposed RUIemakmg
naming a Stat¥ bank as trustee. Under the terms otourt approved the merger of the two trusts into on L
the trust, the trust is to terminate, in all events, ngrust to save administrative costs and enhance ft| efinition of Last Known
later than 21 years after the death of the last to die pfanagement of the investments. The merger of tAddress
certain designated individuals living at the time thewo trusts does not shift any beneficial interest in the
trust was executed. The provisions of the trust do natust to a beneficiary who occupies a lower generdREG-104939-99
specify that any particular state law is to govern théion (as defined in section 2651) than the person or
administration and construction of the trust. In Statgersons who held the beneficial interest prior to thAGENCY: Internal Revenue Service
X, the common law rule against perpetuities appliesierger. In addition, the merger does not extend theRS), Treasury.
to trusts. In 2000, a Sta¥bank is named as sole time for vesting of any beneficial interest in the trust
trustee. The effect of changing trustees is that theyond the period provided for in the original trust.,
situs of the trust changes to Stateand the laws of Therefore, the trust that resulted from the merger
StateY govern the administration and constructiorwill not be subject to the provisions of chapter 13 of"19-
of the trust. Stat¥ law contains no rule against per-the Code.
petuities. In this case, however, in view of the terms Example 7. Modification that does not shift and UMMARY:  This document contains
of the trust, the trust will terminate at the same timgnterest to a lower generatiorin 1980, Grantor es- proposed regulations defining “last
before and after the change in situs. Accordinglftablished an irrevocable trust for the benefit oknown address” in relation to the mailing
the change in situs does not shift any beneficial insrantor's grandchildrerd, B,andC. The trust pro- o notices of deficiency and other notices,
terest in the trust to a beneficiary who occupies gides that income is to be paid £9 B, andC, in
lower generation (as defined in section 2651) thagqual shares for life. The trust further provides that (A€ MeNtS, and documents sent to a tax-
the person or persons who held the beneficial inte{pon the death of the first grandchild to die, oneP@Y€r’s last known address. The pro-
est prior to the transfer. Furthermore, the change {ijrd of the principal is to be distributed to thatposed regulations affect taxpayers who
Sift_“_s IdPES not ‘?Xti”d the “E"e fordve;ting of %”ﬁt}e@mndchild’s issue, per stirpes. Upon the death oleceive notices of deficiency and other
eficial interest in the trust beyond that provided fo i i . i .
in the original trust. Therefor)t/a, the trus?will not be?:g i?j;nsrﬁ,ﬁggrglgot(g:'gi's?r?su?eﬂfgtt:;rgegsg!m'ces’ stat’ements, and documents sent
subject to the provisions of chapter 13 of the Codeilg's issue, per stirpes, and upon the death of g taxpayers last known addresses.

If, in this example, as a result of the change in situgast grandchild to die, the remaining principal is to . .
State Y law governed such that the time for vestinge gistributed to that grandchild’s issue, per stirpepATES: Written or electronic comments

was extended beyond the period prescribed undg{ 2000, A became disabled. Subsequently, th@nd requests for a public hearing must be
the terms of the original trust instrument, the trustystee, with the consent 8fandC, petitioned the received by February 22, 2000.
would not retain exempt status. appropriate local court and the court approved a

Example 5. Division of a trustn 1980, Grantor - mogification of the trust that increasét share of ADDRESSES: Send submissions to:
established an irrevocable trust for the benefit of hig st income. The modification does not shift a porCC'DOM'COR.P'R (REG-104939-99) ’

two children,A and B, and their issue. Under the (jon of the income interest to a beneficiary who oc- 5296. Int | R Servi
terms of the trust, the trustee has the discretion E‘hpies a generation lower than the generation occloom , Internal Revenue Service,

distribute income and principal #, B, and their pieq pyA, BandC, and does not extend the time for POB 7604, Ben Franklin Station, Wash-

issue in such amounts as the trustee deems approRglsiing of any beneficial interest in the trust beyonington, DC 20044. Submissions may be
ate. On the death of the last to diefodndB, the  ihe period provided for in the original trust. Accord-hand delivered Monday through Friday

trust principal is to be distributed to the living iss“'%ngly, the trust as modified will not be subject to theoetween the hours of 8 a.m. and 5 p.m. to:

of A andB, per stirpes. In 2000, the appropriateprovisiOns of cha
o h pter 13 of the Code. However, th . . .
local court approved the division of the trust into, o ification increasing's share of trust income is €C:DOM:CORP:R (REG-104939-99),

two equal trusts, one for the benefitAfandA's 5 yansfer byB and C to A for federal gift tax pur- Courier’s Desk, Internal Revenue Ser-
issue and one for the benefit®andB's issue. The poses. vice, 1111 Constitution Avenue NW,

trust forA andA’s issue provides that the trustee has Washington DC Alternatively taxpayers
the discretion to distribute trust income and princi- (ii) Effective date.The rules in this may Smeit, Corﬁments e|ectr(’)nica||y o

pal toA andA’s issue in such amounts as the truste%ara‘(‘graph (b)(4) are effective as of [THEthe Internet by selecting the “Tax Regs”

deems appropriate. OXis death, the trust principal
is to be distributed equally s issue, per stirpes. DATE OF PUBLICATION IN THE FED- option on the IRS Home Page, or by sub-
mitting comments directly to http://www.

The trust forB andB's issue is identical (except for ERAL REGISTER AS A FINAL REGU-
the beneficiaries), and terminatesBi$ death at . . .
which time the tr)ust principal is to be distributedLATION] |rs.gov/tlax_regs/regsllst.html (the IRS In-
equally toB's issue, per stirpes. The division of the k ok ok k% ternet site).

trust into two trusts does not shift any beneficial in-

terest in the trust to a beneficiary who occupies a (c) * * * The last four sentences in FOR FURTHER INFORMATION CON-
lower generation (as defined in section 2651) thabaragraph (b)(1)(i) of this section are efTACT: Concerning submissions, Michael

the person or persons who held the beneficial inteféctive as of November 18, 1999. Slaughter, (202) 622-7180; concerning

est prior to the division. In addition, the division .
does not extend the time for vesting of any benefi- the regulations, Charles A. Hall, (202)

CTION: Notice of proposed rulemak-

cial interest in the trust beyond the period provided Robert E Wenzel’ 622-4940 (not toll-free numbers).
for in the original trust. Therefore, the two parti- Deputy Commissioner of
tioned trusts resulting from the division will not be Internal Revenue. SUPPLEMENTARY INFORMATION:
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Background The taxpayer provides the IRS with6901(g), and 7609(a)(2). Rev. Proc. 90—
clear and concise notification of a chang&8, section 2.01. Although not included
of address by affirmatively informing thein Rev. Proc. 90-18, section 6110(f)(4)(B)
This document contains proposedRS that the former address is not to belso requires a notice to be sent to a tax-
amendments to the Regulations on Procdsed. Se&ing v. Commissione857 payer’s last known address. Since publi-
dure and Administration (26 CFR partF-Zd 6.76,. 681 (9th Cir. 1988Monge v. cation of Rev. Proc. 90-18, four new sec-
301) under section 6212(b) relating to th&ommissione®3 T.C. 22, 32 (1989). AI'—'tions have been added to the Code that
sufficiency of a notice of deficiency if it is though the IRS must exercise due dilireference last known address. See sec-
mailed to the last known address of a tayd€Nce in ascertaining the last known adions 6245(b)(1), 6320(a)(2)(C), 6330(a)-
payer. This document also contains prdjress and in mailing the notice of(2)(C), and 7603(b)(1). Future updates of
posed amendments to the Income Tadeficiency to the correct address after haRev. Proc. 90-18 will incorporate these
Regulations (26 CFR part 1) and the Redd become aware of a taxpayer’s changeew sections, as well as section 6110(f)-
ulations on Procedure and Administratioff address, that duty does not require th@)(B).
(26 CFR part 301) to provide cross-referlRS to change the taxpayer’s last known Under section 5.04 of Rev. Proc. 90-18,
ences to the proposed last known addreggdress based on information from thirdgaxpayers may provide the IRS with clear
rules under section 6212(b) in order t@arty sources. SeBrencewicz v. Com- and concise notification of a different ad-
apply those rules to other notices, statdbissioner,60 T.C.M. (CCH) 1300, 1302 dress in one of three ways. First, a tax-
ments, and documents required to be set}990). Accordingly, under current law,payer may send the IRS a signed state-
to the last known address of a taxpayer. clear and concise notification does not inment informing the IRS that the taxpayer
clude taxpayer notification to third partieswants the address of record changed to a
Last Known Address such as payors or the United States Post@w address. In addition to the new ad-
Service (USPS). Sekdams v. Commis- dress, this notification must contain the
sioner,68 T.C.M. (CCH) 291, 294 (1994), taxpayer’s full name, signature, old ad-
taxpayer. However, current law with re—gf‘f’d sub nom., Miller v. Commission6  dress, and social security number and/or
spect to the last known address of a t A.F.T.R.2d (RIA) 95-5903 (10th Cir. employer identification number. Filers of
.1995) (forwarding order filed with USPS3 joint return should provide both names,

payer has developed under section

6212(b), relating to the address for maillCt clear and concise notice to IRSEI- social security numbers, and signatures.

ing a notice of deficiency. Genera”y'rznlzrzfv.zfggrr;g;ionefslpgcc.rl\]ﬂén(iC;)aéndi_viduals who have changed last names,
under section 6501, the IRS has threg-or (1991) ( g or instance, due to marriage, should pro-

years from the date a Federal tax return {8 o> form not notice to IRS because ngde the last name shown on the most re-

filed, or the due date for the return if thevidence IRS received formMartin v. - cently filed return and the new last name.

Commissioner64 T.C.M. (CCH) 1529, |n all cases, clear and concise written no-

return is filed early, to assess a deficiency: . .
Under section 6213, the IRS may not as031 (1992) (citingSelmaj; Grencewicz tification must be specific as to a change

sess or collect a deficiency until after thi Commissione60 T.C.M. (CCH) 1300, of address. Thus, a new address reflected

In General

Many statutory and regulatory provi-
sions refer to the last known address of

302 (1990) (IRS not required to reviewn the letterhead of taxpayer correspon-

orms 1099 and Schedule K-Tjreen- dence will not by itself change a tax-
tein v. Comm|SS|0n%O T.C.M. (CCH) payer’s address of record.

79, 382 (1990) (Forms W-2G and Form second, if the IRS sends correspon-

notice of deficiency has been mailed t
the taxpayer giving the taxpayer an op-
portunity to petition the United States Ta
Court. Under section 6212(b), an other:

wise valid notice of deficiency is suffi- 1099-PIV not sufficient notice). dence to the taxpayer that solicits or re-
cient if it is mailed to the taxpayer’s lastcyrrent IRS Procedures for Changing  JUIeS @ response by the taxpayer and the
known address, even if it is not received ast Known Address taxpayer returns the correspondence to
by the taxpayer. the IRS with corrections marked on the

The termlast known addresis not de-  The IRS has prescribed rules for protaxpayer’s address information, the return
fined by statute or current regulationsyiding clear and concise notification of af the correspondence will constitute
However, case law definéast known ad- different address in Rev. Proc. 90-18lear and concise written notification of a
dressas the “address which appears 019901 C.B. 491). Under Rev. Proc. 90¢hange of address. The taxpayer’s signa-
the taxpayer’s most recently filed returnl8, a taxpayer must give clear and concigere on the correspondence is not re-
unless [the IRS] has been given clear anwlritten notification of a change of addressjuired.
concise notification of a different ad-to the Internal Revenue Service Center Third, the taxpayer may file a Form
dress.” Abeles v. Commissioné¥l T.C. that serves the taxpayer’s old address 8822, “Change of Address,” with the IRS.
1019, 1035 (1988)acq. 1989-2 C.B. 1. to the Chief, Taxpayer Service Division, In addition to the rules prescribed in
The taxpayer’s most recently filed returrin the local district office. The revenueRev. Proc. 90-18, the IRS currently ac-
for this purpose is the last return filed byprocedure applies to notices required toepts oral notification of a different ad-
the taxpayer from which, if the return wase sent to a taxpayer’s last known addreskess, provided the request is made in the
properly processed, the address on the nerder sections 982(c)(1), 6110(f)(3)(B)context of an inquiry about the taxpayer’s
turn was available to the IRS agent mail6212(b), 6303(a), 6325(f)(2)(A), 6331(d)-account. Courts have acknowledged the
ing a notice of deficiencyld. at 1035. (2)(C), 6332(b)(1), 6335(a) and (b),validity of oral notification of a change of
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address for purposes of last known ady the USPS. This database retains adf address information for only one

dress under section 6212(b), provided thdress changes for a thirty-six month pespouse.

notification is sufficiently clear, is given riod. USPS obtains the change of address|f the taxpayer subsequently files a re-
to a proper representative of the IRS, andformation from a properly submittedturn with an address other than the ad-
is established by competent proof. Se8SPS Form 3575, “Official Mail For- dress on the Form 3575, the taxpayer's
Mollet v. Commissioner, 82 T.C. 618,warding Change of Address Form.” BotHast known address will be the address on
625-26 (1984). Future updates of Rewusinesses and individuals use the Forthe subsequently filed and properly

Proc. 90-18 will permit the oral notifica-3575. Individuals may indicate whetheiprocessed return. Similarly, if the tax-

tion of a change of address. the change of address applies to the indpayer submits a Form 8822, “Change of
vidual or, if applicable, the individual's Address,” (or other clear and concise no-
entire family. tification of a change of address) to the

The proposed regulations define last . . IRS after the taxpayer submits a Form
known address consistent with the definSiEdeatmg Master File 3575 to the USPS, the taxpayer’s last
tion set forth inAbeles. Accordingly, the  In May 2000, and again in Novembe&nown address will be the address on the
proposed regulations provide that the tax2000, and annually thereafter in each Nd=0rm 8822 (or on the clear and concise
payer’s last known address is the addresember, the Martinsburg Computing cennhotification). In each instance, the IRS’s
that appears on the taxpayer’'s most reer (MCC) in Martinsburg, West Virginia, master file will be updated to reflect the
cently filed and properly processed Fedwill access the NCOA database to updaf@xpayer’s new last known address.
eral tax return, unless the IRS is givenll taxpayer address records maintained in The IRS will not access the NCOA
clear and concise notification of a differthe IRS’s automated master file for purdatabase prior to mailing correspondence
ent address. poses of updating the IRS’s mailing listfrom district offices and posts of duty.

The proposed regulations also provide&enerally, if the taxpayer’'s name and th&/nlike Service Centers, these locations
that the IRS will use an address obtainedst known address maintained in the ail0 not have the systems capability to
from the United States Postal Servicgomated master file match the taxpayer’gheck the NCOA database for individual
(USPS) as a taxpayer’s last known athame and old mailing address containe@nailings at this time. Instead, the IRS
dress in the absence of a more recent ag-the NCOA database, within certain tolWill use the address stored in the auto-
dress. Although current law does not regsrances, the IRS will use the new addre$dated master file. For purposes of corre-
quire the IRS to treat a taxpayer'sbtained from the NCOA database to upspondence mailed from district offices
notification to a third party, such as &ajate the automated master file. The u@nd posts of duty, the address on the IRS
payor or the USPS, as clear and conciggited address will be the taxpayer's lagtutomated master file, as updated through
notification of a different address for purknown address, unless the IRS is givetiie use of the NCOA database, will be the
poses of determining a last known adglear and concise notification of a differtaxpayer’s last known address.
dress, the IRS and the Treasury Depargnt address. However, due to IRS system Using the NCOA database will increase
ment are not prohibited from prescribingimitations, if taxpayers file jointly, but customer service by allowing faster deliv-
a rule that would allow the IRS to consulthe NCOA database contains change &y of IRS correspondence to a taxpayer.
a third party source for the taxpayer'siddress information for only one spousdRather than mailing correspondence to an
most current address. the earliest this rule will apply is Januanyaddress which is no longer a taxpayer’s

Thus, the proposed regulations providepo1. The IRS will publish further guid-address and relying on the USPS to for-
that beginning in May 2000, the IRS willgnce as to when this rule will apply towvard mail to the taxpayer's most recent
refer to the USPS’s National Change ofhese joint filers. address, the IRS will mail the correspon-
Address (NCOA) database to obtain a |n addition, beginning in May 2000, dence directly to the taxpayer’s most re-
taxpayer’s address for purposes of detef)'rior to mailing correspondence to anyent address. In addition, by updating the
mining the taxpayer’s last known addressyarticular taxpayer from an IRS Serviceutomated master file with the most re-
The proposed regulations also providgenter, the IRS will access the NCOAcent address, future IRS correspondence
that the rules for last known address Und%"atabase to determine if the taxpayer suldll be mailed to the taxpayer’s most re-
§301.6212-2 apply for purposes of othepjtted a Form 3575 to the USPS with &ent address.
notices, statements, and documentgore recent address. If so, the following Although use of the NCOA database
mailed by the IRS to a taxpayer’s lasfyill occur: (1) the correspondence will bewill result in improved delivery in most
known address pursuant to the Internghailed to the address obtained from theases, such use does not completely elim-
Revenue Code or regulations. In addiycOA database, and (2) the IRS will usénate the taxpayer's need to provide the
tion, the regulations propose to amend expe new address from the NCOA databad®S with clear and concise notification of
isting regulations that use the term “las{y ypdate the automated master file. This different address. For instance, if the
known address” to cross reference thgygated address will be the taxpayer’s lasaxpayer changes the address of a resi-
regulations to §301.6212-2. known address. Similar to the exceptiodence or business and submits a Form
NCOA Database re_lating to_the annual up-date, howeye8575 with the USPS, but does not wish to

this rule will not be effective any earlierchange the taxpayer’s address for pur-

The NCOA database is a computerizethan January 2001 if taxpayers file jointlyposes of IRS correspondence, then the
record of changes of address maintaindalt the NCOA database contains changexpayer must notify the IRS as provided
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in Rev. Proc. 90-18. It should be notedjon will be given to any electronic or§1.503(a)-1 Denial of exemption to
however, that even if the taxpayer notifiesvritten comments (a signed original andertain organizations engaged in
the IRS to continue using the old addressight (8) copies) that are submitted timelyprohibited transactions.

for IRS correspondence, the USPS may the IRS. The IRS and Treasury Depart-
forward the correspondence to the addressent request comments on the clarity of

on the USPS Form 3575. the proposed rules and how they can be iy
made easier to understand. All commentss « £or further guidance regarding the

will be available for public inspection andyqfinition of last known address. see

To gain access to the NCOA databas€OPYiNg. A public hearing may be schedgzg; 5212 5 of this chapter.
the IRS has applied to the USPS to bél/ed if requested by any person that
come a limited licensee of the NCOAnmer submits comments. If a public

database. As a limited licensee, the IR&E&(NG is scheduled, notice of the date,
will receive from the USPS a copy of thdiMe: and place for the hearing will be Par. 4. In §1.547-2, paragraph

entire thirty-six month NCOA databasePUPlished in thé-ederal Register. (b)(L)(v) Is amended by adding a sentence

A , i after the third sentence of the paragraph to
and periodic updates_ thereto in electronlgraﬁing Information read as follows:
format. The USPS will not have access to

confidential return information as a result The principal author of these regula§1.547-2 Requirements for deficiency

of this process. Moreover, unlike organitions is Charles A. Hall, Office of Assis-dividends.
zations that have entered into general liant Chief Counsel (Income Tax and Ac-

censing agreements with the USPS fazounting). However, other personnel

use of the NCOA database, the IRS wilfrom the IRS and Treasury Department (b) * * *
not provide name and address matchingarticipated in their development. (1) ***

services to con"_nmercial customers. v x % % % (v) * * * For further guidance regarding
Rather, the IRS will only use the NCOA _ the definition of last known address, see
database to update taxpayers' addressBmposed Amendments to the Regulat|or§s301.6212_2 of this chapter. * * *

maintained in the automated master file in .
the manner prescribed by these regula- Accordingly, 26 CFR parts 1 and 301 £ ok ok ox ok

tions. The IRS and the Treasury Deparff® Proposed to be amended as follows:

o ; Par. 5. In 81.856-6, paragraph (g)(5) is
ment invite comments regarding whetheparT 1_INCOME TAXES X
the IRS should become a licensee for the amended by adding a sentence after the

limited purpose of updating its automated Paragraph 1. The authority citation fofirSt sentence of the paragraph to read as

* Kk * *x %

Licensing Agreement with USPS

* * *x * *

master file. part 1 continues to read in part as followdollows:
Authority: 26 U.S.C. 7805 * * *
: 1.856-6 Foreclosure property.
Special Analyses Par. 2. In §1.468A-5, paragraph§ property
It has been determined that this noticéc)(l)(") is amended by adding a sentence e
at the end of the paragraph to read as fol-

of proposed rulemaking is not a signifi

) e : (@) ***
cant regulatory action as defined in Execl—ows' (5) * * * For further guidance regard-

utive Order 12866. Therefore, a regulag) 468A-5 Nuclear decommissioning ing the definition of last known address,

tory assessment is not required. 1t alsging qualification requirements; see §301.6212-2 of this chapter. * * *
has been d_et_ermmed that section 553(B)rohibitions against self-dealing;
of the Administrative Procedure Act (5disqualification of nuclear ok ok % %

U-S-IC- _Chapterd5t)) does no:] apply to lth?%commissioning fund; termination of

regulations, and because these regulatiofgq upon substantial completion of o _
; . : : b)(1)(ii) is amended by adding a sentence

do not npose a collection of '”formaF'O_”decommissioning. ;fzér)t(hzz fourth senten)::e of tk?e aragraph

on small entities, the Regulatory Flexibil- . paragrap

ity Act (5 U.S.C. chapter 6) does not R kX to read as follows:

apply. Pursuant to section 7805(f) of the (c) * * *

Internal Revenue Code, this notice of pro- 1) * * *

posed rulemaking will be submitted to the (i) * * * For further guidance regard-

Chief Counsel for Advocacy of the Smalli\y the definition of last known address,

Business Administration for comment oo §301.6212-2 of this chapter.

Par. 6. In 81.860-2, paragraph

§1.860-2 Requirements for deficiency
dividends.

its impact on small business. (b) ***

* ok Kk Kk % (1) *oxx
Comments and Requests for a Public ) (iiy * * * For further guidance regard-
Hearing Par. 3. In §1.503(a)-1 is amended by,y the definition of last known address,

adding a sentence at the end of the cogge §301.6212-2 of this chapter. * * *
Before these proposed regulations arguding text of paragraph (c) to read as
adopted as final regulations, considerdellows: Xk k&
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Par. 7. In 81.963-6, paragraph (c)(5) i§1.6081-4 Automatic extension of time the end of the paragraph to read as fol-
amended by adding a sentence after tHer filing individual income tax returns.  lows:

second sentence of the paragraph to read ) )
as follows: oRoE o §301.6110-5 Notice and time

. requirements; actions to restrain
c) *** For further guidance regard- . . . .
© 9 g disclosure; actions to obtain additional

ing the definition of last known address, .
disclosure.

§1.963-6 Deficiency distribution.
ok kK k see §301.6212-2 of this chapter.

(C)*** * ok x x ok

(5) * * * For further guidance regard- Par. 12. In §1.6081-6, paragraph (d) is (®) ***
ing the definition of last known address, P h e i
sege §301.6212-2 of this chapter, * ** _amended by adding a sentence at the end@) * * * For further guidance regard-

of the paragraph to read as follows: ing the definition of last known address,
* k *x *x % see 8301.6212-2.
81.6081-6 Automatic extension of time
Par. 8. In §1.992-3, paragraphp file trust income tax return. e
(c)(3)(iv) is amended by adding a sen-
tence after the third sentence of the para- *oxok ko Par. 17. In §301.6110-6, paragraph
graph to read as follows: (b)(2)(v) is amended by adding a sentence

~ (d)*** For further guidance regard- at the end of the paragraph to read as fol-
§1.992-3 Deficiency distributions to ~ ing the definition of last known addressjgys;

meet qualification requirements. see §301.6212-2 of this chapter. _ o
8301.6110-6 Written determinations

issued in response to requests submitted
(C) *** Par. 13. In §1.6081-7, paragraph (d) i3efore November 1, 1976.
(3) *** amended by adding a sentence at the end *
(iv) * * * For further guidance regard- of the paragraph to read as follows:

ing the definition of last known address

see §301.6212-2 of this chapter. * * *

* * * *x % * Kk *x *x %

* Kk Kk %

(b) * *x %
(2) * % %
(v) * * * For further guidance regard-

81.6081-7 Automatic extension of time
to file Real Estate Mortgage Investment

e Conduit (REMIC) income tax return. ing the definition of last known address,
Par. 9. In 81.6081-2, paragraph (f) is * ok ok x ok see 8301.6212-2.
amended by adding a sentence at the end ,
of the paragraph to read as follows: ~ (d) *** Forfurther guidance regard- rreeroer
ing the definition of last known address, ) )
§1.6081-2 Automatic extension of time see §301.6212-2 of this chapter. Par. 18. Section 301.6212-2 is added
to file partnership return of income. e e e s to read as follows:
X k% % % 8301.6212-2 Definition of last known
PART 301—PROCEDURE AND address.
(f) *** For further guidance regard- ADMINISTRATION
ing the definition of last known address, o (a) General rule.Except as provided in
see §301.6212-2 of this Chapter. Par. 14 The author'lty citation for partparagraph (b)(2) of this Section’ a tax-
s . 301 continues to read in part as follows: payer’s last known address is the address
Authority: 26 U.S.C. 7805 * * * that appears on the taxpayer’s most re-

Par. 10. In §1.6081-3, paragraph (d) is Pa"- 15- In §301.6110-4, paragrapBently filed and properly processed Fed-

§301.6110-4 Communications from thirgconcise notification of a different address.

§1.6081-3 Automatic extension of time (b) Address obtained from third party

for filing corporation income tax returns. parties. (1) In general. Except as provided in
r + * % * N paragraph (b)(2) of this section, change of
address information that a taxpayer pro-
(d) *** For further guidance regard- (€) *** vides to a third party, such as a payor or
ing the definition of last known address, (3) * * * For further guidance regard- another government agency, is not clear
see §301.6212-2 of this chapter. ing the definition of last known addressgng concise notification of a different ad-
% x ow w see §301.6212-2. dress for purposes of determining a last
ok % Kk known address under this section.
Par. 11. In 81.6081—4, paragraph (c) is (2) Exception for address obtained
amended by adding a sentence at the endPar. 16. In §301.6110-5, paragrapfrom the United States Postal Servie@)
of the paragraph to read as follows: (b)(4) is amended by adding a sentence Annual update.Annually, the IRS will
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update taxpayer addresses maintained farwarding Change of Address Form.” The changgotice of deficiency mailed on September 17, 2001,
IRS records by referring to data accumuef e(ld)dress is irzltélgdeg in thSedUSPS NCOAdde;tabasés r?a)ilecli to C’sslast kngwnzggcireis. RS d
o . . ii) In June 1 the IRS determines a deficiency (iii) Also in September , the etermines
lated and mglntalned in the ,Umted Statef%rA’s 1999 tax year and prepares to issue the noti@deficiency for C's 1999 tax year. When the IRS
Postal Service (USPS) National Changg; geficiency. When the IRS mails the notice of demails this notice of deficiency from the IRS Service
of Address database that retains change fzfency from the Service Center, the IRS refers t€enter, the IRS refers to the NCOA database and up-
address information for thirty-six monthsthe NCOA database and updates the taxpayer’s lagites the taxpayer’s last known address to 8642
(NCOA database). Except as provided iﬁrg)xvzzz(idsresg tc; 987?-5l\|ez%glfc§] Steregt, N(iwtowgsachtree Streit, Big City, tJSA 13579. fO(;\ ?eptem—
. . . . . On June 15, , the mails a ndyer 18, 2001, the IRS mails a notice of deficiency
paragrap,h (b)(2)(|l) of this section, if thetice of deficiency to A at 9876 Newplace Streetfor tax year 1999 to C at 8642 Peachtree Street, Big
taxpayer’s name and last known addreSg.wiown, USA 12345. For purposes of sectiorCity, USA 13579. For purposes of section 6212(b),
in IRS records match the taxpayer’s name212(b), the notice of deficiency mailed on June 15he notice of deficiency mailed on September 18,
and old mailing address contained in th@001, is mailed to As last known address. 2001, is mailed to C's last known address.
NCOA database, within certain toler- Example 2. (i) The facts are the same asERr- Example 5.The facts are the same asEixample
. mple 1,except that instead of determining a defi-4, except that the IRS Service Center mails the no-
ances_, the new addr(,ass in the NCOA dat%éncy for A's 1999 tax year in June 2001, the IRSice of deficiency for C's 1999 tax year on Septem-
base is the taxpayer’s last known addreSgatermines a deficiency for A's 1999 tax year in Deber 10, 2001, after updating the taxpayer’s last
unless the IRS is given clear and concis@mber 2001. The IRS performs its annual updaigown address by referring to the NCOA database.
notification of a different address. of addresses in November 2001. At this time then September 17, 2001, when the district office pre-
(i) Update prior to mailing any notice, {@xpayer’s address maintained in IRS records wasares to mail the notice of deficiency for C's 1998
statement or document from an IRS Seﬁbanged to 9876 Newplace Street, Newtown, US£ax year by referring to the IRS’s automated master
. . - . 2345. file, the taxpayer’s address will appear as 8642
vice Center. Prior to mailing any notice,  (jj on December 14, 2001, the IRS mails a nopeachtree Street, Big City, USA 13579. Thus, in
statement, or other document, including éice of deficiency to A at 9876 Newplace Streethoth cases, for purposes of section 6212(b), the tax-

notice of deficiency, to the taxpayer fromNewtown, USA 12345. For purposes of sectiotpayer’s last known address is 8642 Peachtree Street,

an IRS Service Center, the IRS will up_6212(b), the n_otice .of deficiency mailed on Decemgig City, U.S.A. 13579.
ber 14, 2001, is mailed to A's last known address.

(rj;‘frrtirr]]e t?g?ﬁgelilzlgi Ig;fgz)r;ggdrﬁstshby Example 3.(i) B is an unmarried taxpayer. The  (c) Last known address for all notices,
taxpa egr’s name and last known. addree::gdresTS OnRBtS 199fg'l Fdorm 104'?’1sz1'Sétl)r(;glv{dufgz]lyatements’ and documentshe rules in
pay e A e, e O o 1S aragraphs (a) and (b) of this section

in IRS records match the taxpayer’s namiain Street, Mytown, USA 56789. In September -
ply for purposes of determining whether

and old mailing address contained in th&%00. B informs the USPS of a new permanent adPP'y 1
NCOA database within certain toler-dress (4321 Maple Street, Ourtown, USA 543213ll notices, statements, or other documents

. using the USPS Form 3575, “Official Mail Forward-gre mailed to a taxpayer’s last known ad-
ances, the new address in the NCOA datgy change of Address Form.”

! ) s : ) dress whenever the term last known ad-
base is the taxpayer’s last known address, (i) In September 2000, the IRS determines a defi- ess is used in the Internal Revenue Code
unless the IRS is given clear and conciggency for B's 1998 tax year and prepares to issue ol .
notification of a different address notice of deficiency in the Service Center. On Sep?! the regulations thereunder.

. o tember 15, 2000, the IRS refers to the NCOA data- (d) Effective Date—(1) In general. Ex-
(iii) Duration of address obtained from : : .
. base to update the taxpayer’s last known addreS@ept as provided in paragraph (d)(2) of
NCOA database.The address obtainedgecause B did not inform the USPS of a change %his section. the rules prescribed by this
from the NCOA database under paragrapddress in sufficient time to be included in the ection a ’I to all notices. statements
(b)(2)(i) or (ii) of this section is the tax- NCOA database on September 15, 2000, the NcoﬁnoI otherpggcuments alod on or after
payer’s last known address until one oq_iatabase does not yet contain any address |nf9rnf&
the followi t tion for B. On September 15, 2000, the IRS mails May 1, 2000.
€ loflowing events ch:urs_ notice of deficiency to B at 1234 Main Street, My- (2) Individual moves in the case of joint
(A) The taxpayer files and the IRSiown, usA56789. For purposes of section 62120k ors  |n the case of taxpayers who file
properly processes a Federal tax retuttie notice of deficiency mailed on September 15’oint.returns under section 6013. if the
with an address different from the addres000, is mailed to B's last known address. J : '
obtained from the NCOA database: or Example 4. () C is an unmarried taxpayer. The NCOA database contains change of ad-
. '~ ...add C’s 1998 Form 1040, U.S. Individual | i i
(B) The taxpayer provides the IRS withaddress on C's 1998 Form 10- ndividual Indress information for only one spouse,
. o come Tax Return, filed on April 15, 1999, and 199513aragraphs (b)(2) and (3) of this section
clear and concise notification of a changeorm 1040 filed on Aoril 14. 2000. is 2468 Spring. . - .
A pri 4, 2000, Pr9yill not apply to notices, statements, and
of address, as defined in procedures pretreet, Little City, USA97531. On August 15, 2001, i d,b f ’
scribed by the Commissioner, that is difC informs the USPS of a new permanent addre&ther documents mailed before January 1,

ferent from the address obtained from th§642 Peachtree Street, Big City, USA 13579) using001.
NCOA database the USPS Form 3575, “Official Mail Forwarding ~ Par. 19. In §301.6303-1, paragraph (a)

Change of Address Form.” The IRS performs its ang gmended by adding a sentence at the
3) Examples.The following examples i y 9
3 p g p nual update of addresses in November 2001. end of the paragraph to read as follows:

illustrate the rules of paragraph (b)(2) of (ii) In September 2001 the IRS district office for

this section: Little City, USA determines a deficiency for C’s 301.6303-1 Notice and demand for tax
1998 tax year and prepares to issue the notice. When =~~~ '
Example 1.(i) Ais an unmarried taxpayer. The the IRS mails the notice of deficiency from the dis- * % * % %

address on A's 1999 Form 1040, U.S. Individual Intrict office, the IRS does not refer to the NCOA data-
come Tax Return, filed on April 14, 2000, and 200ase because IRS systems are not capable of check-/_y 4 x x .
Form 1040 filed on April 13, 2001, is 1234 Any-ing the NCOA database for individual mailings other, (@) _F.O.I‘ further guidance regard-
place Street, Anytown, USA 43210. On May 15than for Service Center correspondence. On Septetld the definition of last known address,
2001, A informs the USPS of a new permanent adser 17, 2001, the IRS mails a notice of deficiency fosee §301.6212-2.

dress (9876 Newplace Street, Newtown, USAax year 1998 to C at 2468 Spring Street, Little City,

12345) using the USPS Form 3575, “Official MailUSA 97531. For purposes of section 6212(b), the FokoR XX
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Par. 20. In 8301.6305-1, paragraph *oR ok ok ok Par. 27. In 8301.6503(c)-1, paragraph
(b)(2)(ii) is revised to read as follows: (a) is amended by adding a sentence at the

Par. 24. In §301.6331-2, paragrapR of the paragraph to read as follows:
§301.6305-1 Assessment and collectiona)(1) is amended by adding a sentence paragrap '

of certain liability. after the second sentence of the paragragB01.6503(c)-1 Suspension of running
to read as follows: of period of limitation; location of
property outside the United States or

(b) * * * fegs(:rlié?iiii_jn I;rvoizesdures and removal of property from the United

(2) *** ' States; taxpayer outside of United States.

(ii) The name, social security number, (g)*** (1) * * * Eor further guidance ,
and last known address of the ir‘OliVidua\leg(]a)rding 'Eh)e definition of Iastgllmown ag. @ " * Forfurther guidance regard-
owing the assessed amount. For furth@fess, see §301.6212-2. * * * ing the definition of last known address,

* * *x * %

guidance regarding the definition of last see §301.6212-2.
known address, see §301.6212-2; Rk R X ok & 4 4
* ok ok ok % Par. 25. Section 301.6332-2 is

ded as follows: Par. 28. In 8301.6903-1, paragraph (c)
Par. 21. In §301.6320-1T paragrapﬁmen edasfolows. is amended by adding a sentence after the
' 1. Paragraphs (b)(1) introductory text

(a)(1) is amended by adding a sentence )(1)(i), and (b)(1)(ii) are redesignated a1‘|rst sentence of the paragraph to read as

the end of the paragraph to read as fo saragraphs (b)(1)(i) introductory text, ollows:

lows: (b)(1)()(A), and (b)(1)(I)(B), respec- §301.6903-1 Notice of fiduciary
§301.6320-1T Notice and opportunity ~tively. relationship.

for hearing upon filing of notice of 2. In newly designated paragraph e e e s
Federal tax lien (temporary). (b)(1)())(B), the text beginning with the

second sentence is redesignated as para; , 4 , « .
() * * * (1) * * * For further guidance graph (b)(1)(i) (c) For further guidance regard-
regarding the definition of last known ad- 3 Newly.designated paragraphing the definition of last known address,

_9 Kk k%
dress, see §301.6212-2. (b)(2)(ii) is amended by adding a sentencseee §301.6212-2.

x k% % * after the second sentence of the para- X ok ok kK
graph.
Par. 22. In §8301.6325-1, paragraph The addition reads as follows: Robert E. Wenzel,
(f(2)(ii)(a) is revised to read as follows: Deputy Commissioner of
8301.6332-2 Surrender of property Internal Revenue.
§301.6325-1 Release of lien or subject to levy in the case of life
discharge of property. insurance and endowment contracts.  (Filed by the Office of the Federal Register on No-
vember 19, 1999, 8:45 a.m., and published in the
ok KX & * ok kK issue of the Federal Register for November 22,
1999, 64 F.R. 63768)
;x> (b) *** (1) In general. (i) * * *
(2)**> (i) * * * For further guidance regard-
(i) * x> ing the definition of last known addressAnnouncement 99-112
(a) Mailing notice of the revocation t0 gee §301.6212-2. * * *
the taxpayer at his last known address This announcement corrects certain er-
(see 8301.6212-2 for further guidance re- FoRORRR rors which appear in Rev. Proc. 99-29,
arding the definition of last known ad- - i i
o 20 S0 a1 paragap S35, 25 LB 138 whih provides
(b)(1) is amended by adding a sentenc '

099, 5498, and W-2G, magnetically or

after the third sc'antence of the paragraph eﬂectronically. Revenue Procedure 99-29

Par. 23. In 8301.6330-1T, paragrapFleeld as follows: is reprinted as Publication 1220, Specifi-
(a)(1) is amended by adding a sentence g801.6335-1 Sale of seized property. ~cations for Filing Forms 1098, 1099,
the end of the paragraph to read as follows: 5498, and W-2G Magnetically or Elec-

e tronically. Corrections to forms are also
8301.6330—1T Notice and opportunity y:

for hearing prior to levy (temporary). (b) * ** (1) * * * For further guidance included in this announcement.

regarding the definition of last known ad- Changes are listed by part, section and

(a) *** (1) *** For further guidance gress see §301.6212—2. form number. The actual wording changes
regarding the definition of last known ad- ' are highlighted usingtalics and bold
dress, see §301.6212-2. ¥k ok ok print.
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Part A. General
Sec. 9. Filing of Information Returns Magnetically/Electronically and Retention Requirements

.02 IRS/MCC allows for the use of computer-generated substitutes for Form 4804/4802. The substitutes must contain all infor-
mation requested on the original forms including the affidavit and signature line. Photocopies are adnemaligginal signa-
tureis required . .

Sec. 19. Major Problems Encountered
4. The Payment Amount Fields in the “B” Record Do Not Correspond to the Amount Codes in the “A” Record

If codes 2, 4, and 7 appear in the Amount Codes Field of the “A” Record, then the “B” Record must show payment amounts in only
Payment Amount Fields 2, 4, and 7, right-justified and unused positions must be zero (0) filled.
EXAMPLE: “A” RECORD 247soa (‘B denotes a blank)

(Pos. 28-39)

Part B. Magnetic Media Specifications
Sec. 3. Tape Cartridge Specifications

0.2 The tape cartridge records defined in this revenue procedure may be blocked subject to the following:

(c) All records, except the header and trailer labels, may be blocked or unblocked. A record may not contain any control fields
or block descripter fields, which describe the length of the block or the logical records within the block. The numbeal of logic
records within a block (the blocking factor) must be constant in every block with the exception of the last block which may be
shorter [see item (b) above]. The block length musvaalydivisible by 750.

Sec. 4. 8mm, 4mm, and Quarter Inch Cartridge Specifications

.01 In most instances, IRS/MCC can process 8mm tape cartridges that meet the following specifications:
(3) The 8mm tape cartridge must meet the following specifications:

TRACKS DENSITY CAPACITY
1 20 (43245 BPI 2.3Gb (10Gb)
1 21 (45434 BPI) 5 Gb (20Gb)

Sec. 10. Payee “B” Record — General Field Description and Record Layouts

(14) Payee “B” Record Layout Positions 544—750 for Form 1099-R

Field

Position Field Title Length Description and Remarks

545-546 Distribution Code 2 Required. Enter at least one distribution code from the
(For a detailed table below. More than one code may apply. If only one
explanation of the code is required, it must be entered in position 545 and posi-
distribution codes tion 546 must be blank. A blank in position 545 is not
see the “1999 acceptable. Position 545 must contain a numeric code in all
Instructions for cases except when using Code D, E, F, G, H, J, LRy, P,
Forms 1099, 1098 orS...

5498, and W-2G.")

Part C. Electronic Filing Specifications
Sec. 6. Electronic Submissions

.05 If a file was submitted timely and is bad, the filer will have up to 60 days from the day the file was transmitted tacé+ep
ment attempts within that 60 days period, whichever comes first, to transmit an acceptable file. If an acceptable fileds not r
ceived within 60 days or within 4 replacement attempts, within that 60 day period, then the payer could be subject tadgpefili
nalities. This only applies to files originally sent electronically.

December 6, 1999 650 1999-49 |.R.B.



Corrections to Form 4419 and Form 8508

The following forms, for the filer’'s use, were printed incorrectly in the back of the Publication 1220. The correct woodirig bel
highlighted usingtalics andbold print. These forms may be photocopied.

Form 4419: Application for Filing Information Returns Magnetically/Electronically

Type of Return To Be Reported
(Check appropriate box(s))

Important; Form W-2 information is sent to the Social Security Administration only. Do not use Form 4419 to request autl
rization to file information magnetically. Contact SSA to request the appropriate application.

] Forms 1098, 1099-series, 5498, 5498-MSA, WAAG [0 1042-S, (Tape, Tape Cartridg8sfy” Diskette or Electronic)
(Tape, Tape Cartridge3;72" Diskette or Electronic) 1 8027 (Tape, Tape Cartridgeksys” Diskette or Electronic)

[ 8596 (Tape, Tape Cartridgeksys” Diskette or Electronic)

O W-4 (Tape, Tape Cartridge34" Diskette or Electronic)

Form 8508: Request for Waiver From Filing Information Returns on Magnetic Media
Box 3. Payer name and complete address (A sepg@g&form must be filed for each payer requesting a waiver.)

Box 7.1 W-2VI
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Definition of Terms

Revenue rulings and revenue procedurgdies 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 examplaodified
following defined terms to describe theclarified, above). and supersededlescribes a situation
effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished 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 sutmodified 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 tharmseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed 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 usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction 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 nothat 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.

H H E.O—Executive Order. PHC—Personal Holding Company.
Ab b revi atl ons ER—Employer. PO—Possession of the U.S.
The following abbreviations in current use and for-ER|SA—Employee Retirement Income Security Act.PR—Partner.
réwue”rgi::.sed will appear in material published in theEX—Executor. PRS—Partnership.

B F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Inleldufe\I. FC—Foreign Country. Pub. L—Public Law.
Acq.—Ac.qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
:ﬁ;‘i‘;ﬁérd 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.

COOP—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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tice 38) 31,138; August 1999 (No-
tice 39) 34,313; September 1999
(Notice 49) 39,436; October 1999
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amended; charitable remainder trustRevocations (Ann 72) 3@,32; (Ann 94)
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107069-97) 36346 Treasury depreciation study; request for

Differential earnings rate and recom-
puted differential earnings rate for
mutual life insurance companies (RR
35) 34,278

Recognition of gain; statutory pre- public comment (Notice 34) 3323
sumption (REG-116733-98) 382 Early referral of issues to Appeals (RP 28)
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Prthbltlon onex partecommunica- 441 . long-term rates for July 1999 (RR
t|on_s during the Appeals procesdg=arm income averaging (REG-121063- 29) 27 3: August 1999 (RR 32)
(Notice 50) 40444 . . 97) 43,540 . . . 31, 135; September 1999 (RR
Balanced system for measuring organizdederal tax lien, withdrawal of notice 37) 36,336; Cctober 1999 (RP
tional performance within the IRS (TD (REG-101519-97) 29114; public 41) 40 ’439 ;\Iovember 1999 (RR
8830) 38430 hearing (Ann 108) 4673 45) 45,558,
Capital gains; interest in partnerships, &oreign contingent debt (Ann 76) 323 '
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106527-98) 34304 Distributions to (TD 8834) 34851 Underpayments and overpayments
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longer qualified (Ann 72) 30,32 (REG-252487-96) 3803 October 1, 1999 (RR 36) 3319
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amounts for the period July through
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(RP 38) 43525
Partnership agreement amendments:
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42,506
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Filing requirements:
Foreign and domestic partnerships
(TD 8841) 48593
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Private delivery services; timely filing or

Proposed regulations:

INCOME TAX—Continued

26 CFR 1.460-4, corrected; accounting
for long-term contracts (Ann 65) 27,
9

26 CFR 1.671-2(e), revised; inbound

payment (Notice 41) 3825

fied as (Ann 64) 277; (Ann 68) 2831;

(Ann 70) 29,118 (Ann 78) 31,229 grantor trusts with foreign grantors
(Ann 83) 32,245 (Ann 85) 33,248 (REG-252487-96) 3803

(Ann 80) 34,310 (Ann 87) 35,333; 26 CFR 1.904-5(k)(1), revised; 1.954—
(Ann 88) 36,407; (Ann 91) 37,421; 0, -1, amended; 1.954-2(a)(5) and
(Ann 92) 38,433; (Ann 94) 39, 437; (a)(6), added; 1.954-9, added; under

subpart F: withdrawal of guidance re-

lating to partnerships and branches;

new guidance relating to certain hy-

brid transactions (REG— 113909-98)

26 CFR 1.1(h)-1, added; 1.1223-3, 30,125 ,
added; 1.741-1, amended; capital 26 CFR 1.1301-1, added; farm income
averaging (REG-121063-97) 43,
540

26 CFR 1.1397E-1, amended; qualified
zone academy bonds; obligations of
states and political subdivisions
(REG-105327-99) 2917

26 CFR 1.6109-2, paragraph (a), re-
vised and paragraph (d), added; alter-
native identifying numbers for in-
come tax return preparers (REG—
105237-99) 35331

26 CFR 301.6323(j)-1, added; with-
drawal of notice of federal tax lien in
certain circumstances (REG-
101519-97) 29114, public hearing
(Ann 108) 46573

. local 26 CFR 301.7122-1, added; compro-
bonds issued by state and local gov-  ico of tax liabilities (REG—

ernments (REG-105565— 99) 319 116991-98) 32242
26 CFR 1.163-7, amended; 1'1275Publications:

1(f), revised; 1.1275-2(d), revised; 527, corrected (Ann 82) 3244

1.1275(k), added; reopenings of Treag5jified lessee construction allowances:

sury securities and other debt instru-" gort term leases (REG-106010-98)
ments (REG-115932-99) 483 40 493

26 CFR 1.338-0 through -3, revisedQua"ﬁed zone academy bonds:
1.338-4 and 1.338-5 redesignated as credit rate (Notice 35) 226

1.338-8 and 1.338-9; 1.338-4 (Credit rate and reimbursement rules

through 1.338-7, added; 1.338(b)-1, (TD 8826) 29,107, (REG-105327—

1.338(b)-2T, and 1.338(b)-3T, 99) 29,117

removed; 1.338-10, added;RegL”ations:

1.338(h)(10)-1 and 1.338(i)-1, re- 26 CFR 1.148-11, corrected; arbitrage

vised; 1.1060-1, added; 1.1060-1T, restrictions on tax-exempt bonds

removed, allocation of purchase price  (Ann 74) 30,133

in deemed and actual asset acquisi- 26 CFR 1.170A-12T, 1.7520—1T, cor-

tions (REG-107069-97) 3846 rected; valuation of annuities, inter-
26 CFR 1.355-0, amended; 1.355-7, ests for life or terms of years, and re-

added; recognition of gain on certain mainder or reversionary interests

distributions of stock or securities in (Ann 47) 2829

connection with acquisition (REG—- 26 CFR 1.367(e)-0T, —1T, —-2T, re-

116733-98) 36392 moved; 1.367(e)-0, -1, —2, added,;

(Ann 96) 41,504 (Ann 103) 43546,
(Ann 105) 44555; (Ann 107) 45461;
(Ann 109) 46573

gains, partnership, subchapter S, and
trust provisions (REG-106527-98)
34,304

26 CFR 1.110-1, added; qualified lessee
construction allowances for short-
term leases (REG-106010-98) 40,
493

26 CFR 1.148-1(e), amended; defini-
tion of investment-type property for
arbitrage and related restrictions ap-
plicable to tax-exempt bonds issued
by state and local governments
(REG-113526-98) 3417

26 CFR 1.148-5(e)(2)(iii), revised;
1.148-5(e)(2)(iv), removed; arbitrage
restrictions applicable to tax-exempt
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1.6038B-1, —1T, amended; treat-
ment of distribution to foreign per-

INCOME TAX—Continued

foreign losses and separate limitation
losses (TD 8833) 3338

INCOME TAX—Continued

sion of time to make elections (Ann
73) 30,133

sons under sections 367(e)(1) and (2) 26 CFR 1.1502-15T, -21T, —22T, 26 CFR 801.1-6, added; establishment

(TD 8834) 34251

26 CFR 1.382-5T redesignated as
1.382-5, amended; 1.382-8T redes-
ignated as 1.382-8, amended;
1.382-1, -2, 2T, —4, amended; ap-
plication of section 382 in short tax-

—23T, removed; 1.1502-1, amended;
1.1502-15, -21, —22, —23, added;

consolidated returns—limitations onRegulated
the use of certain losses and deduc-

of a balanced measurement system
for the IRS (TD 8830) 38130
investment companies;
preferential dividends (RP 40) 4665

tions (TD 8823) 2934; correction Return preparers, identifying number (TD

(Ann 86) 35332

8835) 35,317, (REG-105237-99) 35,

able years and with respect to con- 26 CFR 1.1502-90T redesignated as 331
1.1502-90A; 1.1502-91T throughS corporation; acquisition by a con-

trolled groups (TD 8825) 2819;
correction (Ann 100) 4522

26 CFR 1.453-12, added; capital gains,
installment sales (TD 8836) 3411

26 CFR 1.643(h)-1, added; 1.671-2(e),
revised; 1.671-2T, added; 1.672(f)-1
through -5, added; inbound grantor
trusts with foreign grantors (TD
8831) 34264

26 CFR 1.904-4, corrected; income
subject to separate limitations (Ann
66) 27,9

26 CFR 1.904-5, amended; 1.904-5T,
removed; 1.954-1, amended; 1.954—
1T, -2T, removed; 1.954-9T, re-

—99T, removed; 1.1502-90 through

solidated group (TD 8842) 4376

—99, added; 1.1502-91A throughShort tax year, controlled group (TD

—99A, added; 1.1502-20, amended;

limitations on net operating loss

8825) 28,19; correction (Ann 100) 42,
522

carryforwards and certain built-in Standard Industry Fare Level (SIFL) rates

losses and credits following an own-
ership change of a consolidated
group (T.D 8824) 2%2

26 CFR 1.6031-1, removed;

for the second half of 1999 (RR 33)
34,251

Start-up expenditures (RR 23) Z),cor-

rection (Ann 89) 36408

1.6031(a)-1, added; 1.6063-1Student loan interest; information re-

amended; 301.6031-1, removed,;

porting (Notice 37) 30124

301.6031(a)-1, added; 602.101(b)Subpart F:

amended; partnership filing require-
ment (TD 8841) 48593

Hybrid transactions (REG—-113909-98)
30,125

moved; 301.7701-3, amended; 26 CFR 1.6109-2, paragraph (a), re- Partnerships and branches:

301.7701-3T, removed; removal of
regulations providing guidance
under subpart F relating to partner-
ships and branches (TD 8827) 30,
120, correction (Ann 111) 4/87

26 CFR 1.1271-0, amended; 1.1275-2,
amended; 1.1275-2(T), added;
1.1275-7, amended; reopenings of
Treasury securities (TD 8840) 47,
575

26 CFR 1.1275-7T redesignated as
1.1275-7; 1.1286-2T redesignated
as 1.1286-2 and amended; 1.148-4,
amended; 1.163-13, amended;
1.171-3, amended; 1.1271-0(b),
amended; 1.1275-4, amended; infla-
tion-indexed debt instruments (TD
8838) 38424

26 CFR 1.1362-3, amended;

vised and paragraph (d), added;
1.6109-2T, added; alternative identi-
fying numbers for income tax return
preparers (TD 8835) 38317

26 CFR 1.6302-4, revised; electronic

Guidance (REG-113909-98) 30,
125

Temporary regulations removed (TD
8827) 30,120; correction (Ann
111) 47,587

funds transfers of federal depositsSubstitute forms; 1096, 1098, 1099, 5498

(TD 8828) 30,120

26 CFR 301.6011-3, added;

and W-2G; rules and specifications
(RP 34) 40450

301.6721-1, amended; magnetidax conventions:

media requirements for partnership
returns (TD 8843) 48§90
26 CFR 301.6109-1T, —3T, removed,;

301.6109-1, amended; 301.6109-3,

Guidance concerning a competent au-
thority agreement between the U.S.
and Canada relating to Article XXI of
the tax convention (Notice 47) 381

added; 602.101(b), amended; IRSax-exempt bond:

adoption taxpayer identification
numbers (TD 8839) 4498

26 CFR 301.6311-2T, corrected; pay-
ment by credit card and debit card
(Ann 75) 30,134

Arbitrage restrictions (Ann 74) 3@33

Investment-type property, definition for
arbitrage and related restrictions
(REG-113526-98) 3417

Tax refund offset program (TD 8837) 38,

1.1502-76, amended; acquisition of 26 CFR 301.6402-5(h), added; 426
301.6402-6(n), revised; Tax Refundraxes compromise of (TD 8829) 32, 235;

an S corporation by a consolidated
group (TD 8842) 47576

26 CFR 1.1397E-1T, amended; quali-
fied zone academy bonds; obliga-
tions of states and political subdivi-
sions (TD 8826) 29107

26 CFR 1.1502-9T, removed;

Offset Program revised (TD 8837)
38,426

26 CFR 301.7122-1, removed;

(REG-116991-98) 3242

Taxpayer confidentiality; Department of

Treasury study (Ann 101) 4344

301.7122-0T and —1T, added; comTreasury securities and other debt

promise of tax liabilities (TD 8829)
32,235

instruments; reopenings (TD 8840) 47,
583 (REG-115932-99) 4B75

1.1502-3T, amended; 1.1502-9 re- 26 CFR 602.101, corrected; requirevaluation of a remainder interest

designated as 1.1502-9A and
amended; 1.1502-9, added; overall

December 6, 1999

ments respecting the adoption or

change of accounting method; exten-

vii

(Ann 47) 2829

1999-49 [.R.B.



Superintendent of Documents Publications and Subscriptions Order Form

Order processing code: *3119

New Deposit Account?

Check here D

NOTE: All prices include regular domestic postage and handling. Subscription prices are subject to change at any time.
International customers, please add 25%. To fax your orders (202) 512-2250.

Publications Subscriptions
Price | Total Price | Total
Qty.| Stock Number Title Each | Price Qty.| List ID Title Each | Price
021-066-00909-2 | Subject Bibliography FREE | FREE N-914 |Priority Announcements for Accountants | FREE | FREE
listing Cum. Bulletins prior to :
1988 SB-066 IRB glt:.rnallRe;:;u;S]zutlletm = - $123
- ptional— o open new Deposi
048-004-02277-0 |Cum. Bulletfn 1988-1 (Jan-June) $42 Account and please check box in upper
048-004-02279-6 |Cum. Bulletin 1988-2 (July-Dec) $41 right .corner
048-004-02291-5 | Cum. Bulletin 1988-3 $40
048-004-02286-9 | Cum. Bulletin 1989-1 (Jan-June) | $44 Total Cost of Order
048-004-02292-3 {Cum. Bulletin 1989-2 (July-Dec) $40-
048-004-02295-8 | Cum. Bulletin 1990-1 (Jan-June) $38
048-004-02300-8 |Cum. Bulletin 1990-2 (July-Dec) $41
048-004-02305-9 |Cum. Bulletin 1991-1 (Jan-June) $44
048-004-02309-1 |Cum. Bulletin 1991-2 (July-Dec) $45
048-004-02310-5 [ Cum. Bulletin 1992-1 (Jan-June) $51 . . .
FREE Priority Announcement Service
048-004-02317-2 [Cum. Bulletin 1992-2 (July-Dec) $47 y
You can find out about new publications for tax practitioners
Total for Publications and accountants—as they are released—through our FREE Priori-
ty Announcement Service. See above.

FUTURE EDITIONS of Internal Revenue Cumulative
Bulletins are available through ‘“‘STANDING ORDER
SERVICE.” Get these future editions—automatically—
without having to initiate a purchase order.

AUTHORIZATION FOR STANDING ORDER SERVICE

I hereby authorize the Superintendent of Documents .to
charge my:

3 vISA, O MasterCard, or {J Superintendent of Documents Deposit
Account for the Standing Order item below selected and shipped to me.

Authorizing signature (Standing Orders not valid unless signed.)

Please print or type your name.

Office Phone Number ( )
Standing
Qty. Order Title
ZIRSC Internal Revenue Cumulative Bulletins

GPO DEPOSIT ACCOUNT

A Deposit Account will enable you to use Standing Order Service to receive
subsequent volumes quickly and automatically. For an initial deposit of $50
you-can establish your GPO Deposit Account.

D YES! Open a Deposit Account for me so I can order future
publications quickly and easily. I'm enclosing the $50.00 initial
deposit.

Standing Order Service

Just sign the authorization above to charge selected items to your existing
Deposit Account, VISA, or MasterCard account. Or open a Deposit Account
with an initial deposit of $50 or more. Your account will be charged only as
each volume is issued and mailed. Sufficient money must be kept in your
account to insure that items are shipped.

For privacy protection, check the box below:

L__] Do not make my name available to other mailers
Check method of payment:

D Check payable to Superintendent of Documents

D GPO Deposit Account EED:D:I:] -

[] VISA or MasterCard Account
HEENENEEEEEREEENEEER

D:E[] . L Thank you for
(Credit card expiration date) your order!

(Authorizing Signature) 4/93

Purchase Order No.

(If purchase order included.) -

Please type or print

(Company or Personal Name)

(Additional address/attention line)

(Street address)

(City, State, ZIP Code)

(Daytime phone including area code)

Mail To: Superintendent of Documents
P.O. Box 371954, Pittsburgh, PA 15250-7954

Standing Orders remain in effect until canceled in writing (telephone
cancellations are accepted but must be followed up with a written cancellation
within 10 days) or canceled by the Superintendent of Documents.

Service begins with the next issue released of each item selected. An
acknowledgment card is sent for each Standing Order item selected.



INTERNAL REVENUE BULLETIN

The Introduction at the beginning of this issue describes the purpose and content of this publication. The weekly Intareal Reve
Bulletin is sold on a yearly subscription basis by the Superintendent of Documents. Current subscribers are notified by the
Superintendent of Documents when their subscriptions must be renewed.

CUMULATIVE BULLETINS

The contents of this weekly Bulletin are consolidated semiannually into a permanent, indexed, Cumulative Bulletin. These are
sold on a single copy basis aam@ notincluded as part of the subscription to the Internal Revenue Bulletin. Subscribers to the week-
ly Bulletin are notified when copies of the Cumulative Bulletin are available. Certain issues of Cumulative Bulletinsfgsgrdut o
and are not available. Persons desiring available Cumulative Bulletins, which are listed on the reverse, may purchaseaitbem from
Superintendent of Documents.

HOW TO ORDER

Check the publications and/or subscription(s) desired on the reverse, complete the order blank, enclose the proper remittance
detach entire page, and mail to the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402. Please
allow two to six weeks, plus mailing time, for delivery.

WE WELCOME COMMENTS ABOUT THE
INTERNAL REVENUE BULLETIN

If you have comments concerning the format or production of the Internal Revenue Bulletin or suggestions for improving it, we
would be pleased to hear from you. You can e-mail us your suggestions or comments through the IRS Internet Home Page
(www.irs.ustreas.gov) or write to the IRS Bulletin Unit, OP:FS:FP:P:1, Room 5617, 1111 Constitution Avenue NW, Washington,
DC 20224.




