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Mission of the Service

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

Statement of Principles
of Internal Revenue
Tax Administration

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

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

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

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

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

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



Introduction

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

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

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

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

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

The Bulletin is divided into four parts as follows:

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

Part Il.—Treaties and Tax Legislation.

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

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

Part IV.—Items of General Interest.

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

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

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

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



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

Section 6302.—Mode or Time of
Collection

26 CFR 31.6302-1: Federal tax deposit rules for
withheld income taxes and taxes under the Federal
Insurance Contributions Act (FICA) attributable to
payments made after December 31, 1992.

T.D. 8723

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Parts 1, 31, and 40

Federal Tax Deposits by Electronic
Funds Transfer

A GENCY: Interna Revenue Service
(IRS), Treasury.

ACTION: Final and temporary regula-
tions.

SUM M A RY: Thisdocument contains
final regulations relating to the deposit of
Federal taxes by electronic funds transfer
(EFT). Theregulations provide rulesre-
garding which taxpayers must make de-
posits by EFT, the types of Federal taxes
that must be deposited by EFT, and when
deposits by EFT must begin. The regula-
tions affect taxpayers required to make de-
posits of Federal taxes by EFT. Thefinal
regulations reflect changes to the Internal
Revenue Code of 1986 (Code) made by
the North American Free Trade A greement
Implementation Act and the Small Busi-
ness Job Protection Act of 1996.

DATES: The final regulations are effec-
tive July 14, 1997. For dates of applica-
bility of these regulations, see §31.6302—

1(h)(2).

FOR FURTHER INFORMATION CON-
TA CT: Vincent G. Surabian, 202-622-
6232 (not atoll-free number).

SUPPLEMENTARYINFORMATION:
Background

Section 523 of the North American Free
Trade Agreement Implementation A ct,
Public Law 103-182, 107 Stat. 2057 (De-
cember 8, 1993), amended section 6302 of
the Code by enacting a new subsection (h)
requiring the Secretary of the Treasury to
prescribe such regulations as may be nec-
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essary for the development and implemen-
tation of an EFT system to be used for the
collection of depository taxes.

On July 11, 1994, the IRS published
temporary regulations (T.D. 8553) in the
Federal Register (59 FR 35414) relating
to the deposit of Federal taxes by EFT. A
notice of proposed rulemaking
(IA—03-94) cross-referencing the tempo-
rary regulations was also published in the
Federal Register for the same day (59 FR
35418). Subsequently, on March 21,
1996, additional temporary regulations
(T.D. 8661) were published in the Feder al
Register (61 FR 11548) aswell asanotice
of proposed rulemaking (1A-03-94, 61
FR 11595) that both cross—referenced the
temporary regulations published that day
and amended the notice of proposed rule-
making published July 11, 1994. Many
written comments were received in re-
sponse to these notices of proposed rule-
making. Apublic hearing on the 1994 no-
ticewas held on October 3,1994. There
were no requests for a public hearing on
the 1996 notice and none was held.

Section 1809 of the Small Business Job
Protection Act of 1996, Public Law
104-188, 110 Stat. 1755 (August 20,
1996), delayed the date by which certain
taxpayers must begin EFT deposits.

After consideration of all comments,
the regulations proposed by 1A—-03-94 are
adopted as revised by this Treasury deci-
sion, and the corresponding temporary
regulations are removed. The revisions
are discussed below.

Explanation of Provisions

Under the temporary regulations, the re-
quirement to deposit by EFT is based on
the taxpayer’ s total deposits of certain
taxes during certain “determination peri-
ods.” If the taxpayer’s deposits of the
taxes during a determination period ex-
ceed a prescribed dollar threshold, the tax-
payer must use EFT to make deposits on
and after the date prescribed in the tempo-
rary regulations.

DELAY IN JANUARY 1, 1997,
START-UP DATE

The Small Business Job Protection A ct
of 1996 provides that taxpayers first re-
quired by the temporary regulations to de-
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posit by EFT for return periods beginning
on and after January 1, 1997, need not
begin to deposit by EFTuntil July 1, 1997.
The final regulations provide that these
taxpayers must use EFT to make deposits
that are due on or after July 1, 1997, and
relate to return periods beginning on or
after January 1, 1997. For example, a cor-
poration to which this rule applies, and
which filesits income tax returns on a cal-
endar year basis, must use EFT to make
corporate and estimated income tax de-
posits that are due on or after July 1, 1997.
Thus, the corporation’s September 15,
1997, and subsequent estimated tax pay-
ments must be made by EFT.

PENALTY RELIEF

Under Notice 9743, (1997-30 |.R.B.),
the IRS announced that no penalties for
failure to deposit by EFT will be imposed
through December 31, 1997, on any tax-
payer first required to deposit by EFT on
or after July 1, 1997. These taxpayers
will remain liable for the failure-to-de-
posit penalty (absent reasonable cause)
under section 6656 if they fail to make a
required deposit (using either EFT or
paper coupons) in atimely manner.

THRESHOLD FOR
JANUARY 1, 1999 MANDATE

The temporary regulations provide that
if ataxpayer’s employment tax deposits
during 1997 exceed $20,000, or, if no em-
ployment taxes are deposited, the other
taxes deposited in 1997 exceed $20,000,
the taxpayer must begin depositing by
EFT for return periods beginning on and
after January 1, 1999. Based on informa-
tion available in 1994, the IRS and Trea-
sury Department concluded that the
$20,000 threshold was necessary to as-
sure that 94% of employment taxes and
94% of other depository taxes would be
collected by EFT in fiscal year 1999 and
subsequent years as required by section
6302(h). Based on information currently
available, the IRS and Treasury Depart-
ment have concluded that the statutory re-
quirement for 1999 and subsequent years
will be satisfied without the need to re-
duce the threshold below $50,000. A c-
cordingly,thefina regulationsraise the
threshold for the January 1, 1997 through
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December 31, 1997 determination period
from $20,000 to $50,000.

TECHNICALCORRECTION—FIRST
REQUIRED DEPOSIT

The final regulations revise the special
rule requiring taxpayers with no employ-
ment tax deposits to use EFT if their de-
posits of other taxes exceed a specified
threshold. Asrevised, the requirement to
deposit by EFT “appliesto al depository
taxes due with respect to deposit obliga-
tions incurred for return periods begin-
ning on and after the applicable effective
date.” Thewords “for return periods be-
ginning” were inadvertently omitted in
the temporary regulations.

MISCELLANEOUS

The definition of time deemed de -
posited has been revised solely for pur-
poses of clarity.

Certain obsolete provisionsin the tem-
porary regulations relating to agreements
entered into by the Commissioner with
third party bulk data processors for the
period prior to January 1, 1995, have been
deleted.

Public Comment

Some commentators asked if the IRS in-
tends to notify each affected taxpayer of the
EFT requirement before the date on which
the taxpayer must begin depositing by EFT.
The IRS mailed several advance notices to
each taxpayer that became subject to the
E F Trequirement in 1997, and plansto pro-
vide similar noticesto taxpayers required to
begin depositing by EFT in 1998.

Other commentators stated that it would
be easier for taxpayers to determine
whether they are subject to the rulesif the
thresholds were based on deposit liabilities
incurred during the calendar year rather
than deposits made during the calendar
y ear. Although the specific suggestion was
not adopted, the IRS is addressing the un-
derlying concern in other ways. The IRS
will make the threshold determination for
affected taxpayers and, asindicated above,
notify those taxpayers, in advance, of their
obligation to begin depositing by EFT.

Some commentators suggested that the
final regulations should clarify whether
tax payments made with returns by check,
money order, etc. are taken into account
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in threshold determinations. Payments
submitted with areturn are not “ deposits’
and are, therefore, not taken into account
in determining if athreshold has been ex-
ceeded for EFT purposes.

Other commentators stated that the de-
termination period for EFT should be the
same as the lookback period used in de-
termining a taxpayer’s deposit status
(semi-weekly or monthly) for employ-
ment tax deposit purposes. This sugges-
tion was not adopted because the look-
back periods for determining ataxpayer’s
deposit status with respect to employment
tax vary depending upon the type of em-
ployment tax being deposited (for exam-
ple, Form 943 and 945 depositors have a
calendar year lookback period whereas
Form 941 depositors do not).

Several commentators suggested em-
ployers need a safe harbor more generous
than the current 98 percent rule because
deposits by EFT must be initiated earlier
than current paper coupon deposits. The
IRS and Treasury Department do not be-
lieve it is necessary to change the safe
harbor. EFTdepositors may use the Same
Day Payment option (Electronic Tax Ap-
plication (ETA)) and, when using this op-
tion, are not required to initiate deposits
any earlier than paper coupon depositors.
Thus, EFT depositors will have as much
time as they have always had to determine
the amount they are required to deposit.

One commentator indicated that fol-
lowing the ACH Holiday Schedule will
cause problems for $100,000 next-day de-
positors. The IRS and Treasury Depart-
ment believe that the availability of ETA
will alleviate any problems caused by the
ACH Holiday Schedule.

Another commentator noted that many
securities firms that have next-day de-
posits will be unable to comply with the
EFT deposit requirement because of the
nature of the securities business. T he
commentator recommends either exempt-
ing nonpayroll related income tax de-
posits from the EFT deposit requirement
or alowing the use of Fedwire on aregu-
lar basis. Since ETA includes Fedwire
value transfers, Fedwire non-value trans-
fers, and Direct Access transactions, and
isavailable for taxpayers to use on aregu-
lar basis, securities firms should be able
to comply with the next-day deposit rule.

Another commentator suggested that a
deposit by EFT should be considered

[~

timely if initiated withtheAutomated
Clearing House (ACH) in atimely and
correct manner and that the taxpayer
should not be responsible for possible
ACH breakdowns. Rev. Rul. 94-46
(1994-2 C.B. 278), has been published to
addressthis situation. The revenue ruling
provides guidance on establishing reason-
able cause for abatement of the failure-to-
deposit penalty in certain situations in-
volving deposits by EFT.

A commentator suggested that the reg-
ulations should allow taxpayers to make
deposits by EFT from any institution that
has the ability to make ACH credit or
debit transfers and should not require the
taxpayersto open accountswithaTr e a-
sury Financial Agent. A taxpayer is not
reguired to open an account with a Trea-
sury Financial Agent. The ACH debit and
ACH credit options allow ataxpayer to
make a deposit from any of the many in-
stitutions that have the ability to make
ACH credit or debit transfers.

One commentator suggested that a
$500 minimum threshold should be pro-
vided for EFT deposits. This change
would unduly complicate administration
of the rules and has not been adopted.

Some of the issues raised in comments
on the notice of proposed rulemaking pub-
lished on July 11, 1994, were addressed in
changes made to the temporary regula-
tionshy T.D. 8661. Theseissuesweredis-
cussed in the preamble to T.D. 8661 and
will not be addressed again here. In addi-
tion, several other comments that were
outside the scope of this regulations pro-
ject have not been addressed here.

Soecial Analyses

It has been determined that thisTr e a-
sury decision is not a significant regula-
tory action as defined in EO 12866.
Therefore, aregulatory assessment is not
required. It also has been determined that
section 553(b) of the Administrative Pro-
cedure Act (5 U.S.C. chapter 5) does not
apply to these regulations, and, because
the notices of proposed rulemaking pre-
ceding the regulations were issued prior
to March 29, 1996, a Regulatory Flexibil-
ity Analysisis not required. Pursuant to
section 7805(f) of the Internal Revenue
Code, the two notices of proposed rule-
making preceding these regulations were
submitted to the Chief Counsel for Advo-
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cacy of theSmdl BusnessAdministra
tion for comment on their impact on small
business.

Drafting Information

The principal author of these regula-
tionsis Vincent G. Surabian, Office of the
Assistant Chief Counsel (Income Tax &
Accounting). However, other personnel
from the IRS and Treasury Department
participated in their development.

* * * * *
Amendments to the Regulations

Accordingly, 26 CFR parts 1, 31, and
40 are amended as follows:

PART1—INCOME TAXES

Paragraph 1. The authority citation for
part 1 is amended by removing the cita-
tions for “ Section 1.6302—1(a)”, and Sec-
tions 1.6302-1T, 1.6302-2T and
1.6302-3T", and “ Section 1.6302—4T"
and adding entries in numerical order to
read asfollows:

Authority: 26 U.S.C. 7805* * *

Section 1.6302—1 also issued under 26
U.S.C. 6302(c) and (h).

Section 1.6302-2 also issued under 26
U.S.C. 6302(h).

Section 1.6302—3 also issued under 26
U.S.C. 6302(h).

Section 1.6302—4 also issued under 26
U.S.C.6302(a) and (c). * * *

Par. 2. Section 1.6302—1 is amended as
follows:

1. The heading for paragraph (b) isre-
vised.

2. The text of paragraph (b) isredesig-
nated as paragraph (b)(1) and a heading
for (b)(1) is added.

3. Paragraph (b)(2) is added.

4. The OMB parenthetical at the end of
the section is removed.

The revised and added provisions read
asfollows:

81.6302-1 Use of Government deposi -
taries in connection with corporation in -
come and estimated income taxes and
certain taxes of tax-exempt organizations.

* * * * *
(b) Manner of deposit—(1) Deposit by
Federal tax deposit coupon. * * *

(b)(2) Deposits by electronic funds
transfer. For the requirement to deposit
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corporation income and estimated income
taxes and certain taxes of tax-exempt or-
ganizations by electronic funds transfer,
see §31.6302-1(h) of this chapter. A tax-
payer not required to deposit by eectronic
funds transfer pursuant to §31.6302-1(h)
of this chapter remains subject to the rules
of paragraph (b)(1) of this section.

§1.6302-1T [Removed]

Par. 3. Section 1.6302-1T is removed.

Par. 4. Section 1.6302—2 is amended as
follows:

1. The heading for paragraph (b) isre-
vised.

2. Paragraph (c) is redesignated as
paragraph (b)(6).

3. Anew paragraph (c) is added.

4. The OMB parenthetical at the end of
the section is removed.

The revised and added provisions read
asfollows:

81.6302—2 Use of Government deposi -
taries for payment of tax withheld on non -
resident aliens and foreign corporations.

* * * * *

(b) Deposits by Federal tax deposit
coupon. * * *

(c) Deposits by electronic funds trans -
fer. For the requirement to deposit taxes
withheld on nonresident aiens and foreign
corporations by electronic funds transfer,
see §31.6302—1(h) of this chapter. A tax-
payer not required to deposit by electronic
funds transfer pursuant to §31.6302-1(h)
of this chapter remains subject to the rules
of paragraph (b) of this section.

* * * * *

§1.6302-2T [Removed]

Par. 5. Section 1.6302—2T isremoved.
Par. 6.1n 8§1.6302-3, paragraph (c) is
revised to read as follows:

81.6302—-3 Use of Government deposi -
taries in connection with estimated taxes
of certain trusts.

* * * * *

(c) Cross-references. For further guid-
ance and instructions for certain banks and
financial institutions acting as fiduciaries
with respect to taxable trusts, see Rev.
Proc. 89-49 (1989-2 C.B. 615), (see
8601.601(d)(2) of this chapter) or any suc-

A

cessor revenue procedure. For the re-
quirement to deposit estimated tax pay-
ments of taxable trusts by electronic funds
transf er, see 831.6302-1(h) of this chapter.

§1.6302-3T [Removed]

Par. 7. Section 1.6302—3T is removed.
Par. 8. Section 1.6302—4 is added to
read as follows:

81.6302—4 Use of financial institutionsin
connection with individual income taxes.

Voluntary payments by electronic funds
transfer. Anindividual may voluntarily
remit by electronic funds transfer all pay-
ments of tax imposed by subtitle A of the
Code, including any payments of esti-
mated tax. Such payments must be made
in accordance with procedures to be pre-
scribed by the Commissioner.

81.6302—4T [Removed]
Par. 9. Section 1.6302—4T isremoved.

PART31—EMPLOYMENT TAXES
AND COLLECTION OF INCOME TAX
AT SOURCE

Par. 10. The authority citation for Part
31 isamended by removing the entries for
“Section 31.6302-1T", and “ Section
31.6302(c)-3T” and revising the entry
“Sections 31.6302—1 through 31.6302-3"
and by adding an entry for “ Section
31.6302(c)-3" to read asfollows:

Authority: 26 U.S.C. 7805* * *
Sections 31.6302-1 through 31.6302—3
also issued under 26 U.S.C. 6302(a), (c),
and (h).* * *

Section 31.6302(c)—-3 also issued under
26 U.S.C. 6302(h).

Par.11. In 831.0-1, paragraph (a) is
amended by adding a sentence at the end
of the paragraph to read as follows:

831.0-1 Introduction.

(@ * * * Theregulationsin this part
also provide rules relating to the deposit
of other taxes by electronic funds transfer.

* * * * *

Par.12. In 831.0-3, paragraph (f) is
amended by adding a sentence at the end
of the paragraph to read as follows:
§31.0-3 Scope of regulations.

* * * * *
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(f) * * * Subpart G of this part also
provides rules relating to the deposit of
other taxes by electronic funds transfer.

Par. 13. In §31.6302—1, paragraph (h) is
redesignated as paragraph (i), and new
paragraph (h) is added to read as follows:

§31.6302—1 Federal tax deposit rules for
withheld income taxes and taxes under
the Federal Insurance ContributionsAct
(FICA) attributable to payments made
after December 31, 1992.

* * * * *

(h) Time and manner of deposit—de -
positsrequi red to bemade by electroni c
funds transfer—(1) In general. Section
6302(h) requiresthe Secretary to prescribe
such regulations as may be necessary for
the devel opment and implementation of an
electronic funds transfer system to be used
for the collection of the depository taxes as
described in paragraph (h)(3) of this sec-
tion. Section 6302(h)(2) provides a phase-
in schedule that sets forth escalating mini-
mum percentages of those depository taxes
to be deposited by electronic funds trans-
f er. Thisparagraph (h) prescribestherules
necessary for implementing an electronic
funds transfer system for collection of de-
pository taxes and for effecting an orderly
and expeditious phase-in of that system.

(2) T hreshold amounts, determination
periods, and effective dates. (i)(A) Tax-
payers whose aggregate deposits of the
taxes imposed by Chapters 21 (Federal
Insurance Contributions Act), 22 (Rail-
road Retirement Tax Act), and 24 (Collec-
tion of Income Tax at Source on Wages)
of the Internal Revenue Code during a 12-
month determination period exceed the
applicable threshold amount are required
to deposit all depository taxes described
in paragraph (h)(3) of this section by elec-
tronic funds transfer (as defined in para-
graph (h)(4) of this section) unless ex-
empted under paragraph (h)(5) of this
section. If the applicable effective dateis
January 1, 1995, or January 1, 1996, the
requirement to deposit by electronic funds
transfer appliesto al deposits required to
be made on or after the applicable effec-
tive date. If the applicable effective date
isJuly 1, 1997, the requirement to deposit
by electronic funds transfer applies to all
deposits required to be made on or after
July 1, 1997 with respect to deposit oblig-
ations incurred for return periods begin-
ning on or after January 1, 1997. If the
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applicable effective date is January 1,
1998, or thereafter, the requirement to de-
posit by electronic funds transfer applies
to all deposits required to be made with
respect to deposit obligations incurred for
return periods beginning on or after the
applicable effective date. In general, each
applicable effective date has one 12-
month determination period. However,
for the applicable effective date January
1, 1996, there are two determination peri-
ods. If the applicable threshold amount is
exceeded in either of those determination
periods, the taxpayer becomes subject to
the requirement to deposit by electronic
funds transfer, effective January 1, 1996.
The threshold amounts, determination pe-
riods and applicable effective dates for
purposes of this paragraph (h)(2)(i)(A)
are asfollows:

(ii) Once ataxpayer isrequired to de-
posit by electronic funds transfer pursuant
to this paragraph (h)(2), the taxpayer must
continue to deposit by electronic funds
transfer. Until such time as ataxpayer is
required by this section to deposit by elec-
tronic funds transfer, the taxpayer may
voluntarily make deposits by electronic
funds transfer, but remains subject to the
rules of paragraph (i) of this section, per-
taining to deposits by Federal tax deposit
(FTD) coupon, in making deposits other
than by electronic funds transfer.

(3) Taxesrequired to be deposited by
el ectronicfundstransfer. The require-
ment to deposit by electronic funds trans-
fer under paragraph (h)(2) of this section
appliesto all the taxes required to be de-
posited under §81.6302-1, 1.6302-2, and
1.6302-3 of this chapter; §831.6302-1,

ThreshddAmount Determination Period Applicable Effective Date
$78 million 1-1-93t0 12-31-93 January 1, 1995
$47 million 1-1-93t0 12-31-93 January 1, 1996
$47 million 1-1-94 to 12-31-94 January 1, 1996
$50 thousand 1-1-95to 12-31-95 July 1, 1997
$50 thousand 1-1-96 to 12-31-96 January 1, 1998
$50 thousand 1-1-97 to 12-31-97 January 1, 1999

(B) Unless exempted under paragraph
(h)(5) of this section, ataxpayer that does
not deposit any of the taxes imposed by
chapters 21, 22, and 24 during the applic-
able determination periods set forth in
paragraph (h)(2)(i)(A) of this section, but
that does make deposits of other deposi-
tory taxes (as described in paragraph
(h)(3) of this section), is nevertheless sub-
ject to the requirement to deposit by elec-
tronic funds transfer if the taxpayer’s ag-
gregate deposits of all depository taxes
exceed the threshold amount set forth in
this paragraph (h)(2)(i)(B) during an ap-
plicable 12-month determination period.
This requirement to deposit by electronic
funds transfer applies to all depository
taxes due with respect to deposit obliga-
tions incurred for return periods begin-
ning on or after the applicableeff ective
date. The threshold amount, determina-
tion periods, and applicable eff ectiv e
dates for purposes of this paragraph
(h)(2)(1)(B) are asfollows:

31.6302-2, 31.6302-3, 31.6302—4, and
31.6302(c)-3; and §40.6302(c)-1 of this
chapter.

(4) Definitions—i) Electronicfunds
transfer. An el ectronicfundstrandfer is
any transfer of depository taxes madein
accordance with Revenue Procedure
97-33, (1997-30 I1.R.B.), (see
§601.601(d)(2) of this chapter), or in ac-
cordance with procedures subsequently
prescribed by the Commissioner.

(i) Taxpayer. For purposes of this sec-
tion, ataxpayer is any person required to
deposit federal taxes, including not only
individuals, but also any trust, estate,
partnership, association, company or cor-
poration.

(5) Exemptions. If any categories of
taxpayers are to be exempted from the re-
quirement to deposit by electronic funds
transf er, the Commissioner will identify
those taxpayers by guidance published in
the Internal Revenue Bulletin. (See
§601.601(d)(2)(ii)(b) of this chapter.)

ThreshddAmount Determination Period Applicable Effective Date
$50 thousand 1-1-95to0 12-31-95 January 1, 1998
$50 thousand 1-1-96 to 12-31-96 January 1, 1998
$50 thousand 1-1-97 to 12-31-97 January 1, 1999
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(6) Separation of deposits. A deposit
for one return period must be made sepa-
rately from a deposit for another return
period.

(7) Payment of balance due. If the ag-
gregate amount of taxes reportable on the
applicable tax return for the return period
exceeds the total amount deposited by the
taxpayer with regard to the return period,
then the balance due must be remitted in
accordance with the applicable form and
instructions.

(8) Time deemed deposited. A deposit
of taxes by electronic funds transfer will
be deemed made when the amount is
withdrawn from the taxpayer’s account,
provided the U.S. Government is the
payee and the amount is not returned or
reversed.

(9) Time deemed paid. In general, an
amount deposited under this paragraph
(h) will be considered to be a payment of
tax on the last day prescribed for filing the
applicable return for the return period (de-
termined without regard to any extension
of time for filing the return) or, if later, at
the time deemed deposited under para-
graph (h)(8) of this section. In the case of
the taxes imposed by chapters 21 and 24
of the Internal Revenue Code, solely for
purposes of section 6511 and the regula-
tions thereunder (relating to the period of
limitation on credit or refund), if an
amount is deposited prior to April 15th of
the calendar year immediately succeeding
the calendar year that includes the period
for which the amount was deposited, the
amount will be considered paid on April
15th.

* * * * *

§31.6302-1T [Removed]

Par. 14. Section 31.6302-1T is re-
moved.

Par. 15. Section 31.6302(c)-3is
amended asfollows:

1. The heading for paragraph (b) isre-
vised.

2. Paragraph (c) is revised.
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3. Paragraph (d) is added.
The revised and added provisions read
asfollows:

831.6302(c)—3 Use of Government de -
positaries in connection with tax under
the Federal Unemployment Tax Act.

* * * * *

(b) Manner of deposit—depositsre -
quired to be made by Federal tax deposit
(FTD) coupon. * * *

(c) Manner of deposit—depositsre -
g ui red to be made by electronic funds
transfer. For the requirement to deposit
tax under the Federal Unemployment Tax
Act by electronic funds transfer, see
§31.6302-1(h). A taxpayer not required
to deposit by electronic funds transfer
pursuant to §31.6302—-1(h) remains sub-
ject to the rules of paragraph (b) of this
section.

(d) Effective date. The provisions of
paragraphs (a) and (b) of this section
apply with respect to calendar quarters
beginning after December 31, 1969. T he
provisions of paragraph (c) of this sec-
tion apply with respect to calendar quar-
ters beginning on or after January 1,
1995.

§31.6302(c)-3T [Removed]

Par. 16. Section 31.6302(c)—3T isre-
moved.

PART 40—EXCISE TAX PROCE-
DURAL REGULATIONS

Par. 17. The authority citation for part
40 is amended by revising the entry for
“Sections 40.6302(c)—1, 40.6302(c)-2,
40.6302(¢)—3, and 40.6302(c)—4" and re-
moving the entry for *“Section
40.6302(c)—-1T" to read as follows:

Authority: 26 U.S.C. 7805 * * *
Section 40.6302(c)—1 also issued under
26 U.S.C. 6302(a) and (h).

Sections 40.6302(c)—2, 40.6302(c)-3, and
40.6302(c)—4 also issued under 26 U.S.C.
6302(a).

Par. 18. Section 40.6302(c)-1 is
amended as follows:

1. The text of paragraph (d) is redesig-
nated paragraph (d)(1) and a paragraph
heading is added for (d)(1).

2. Paragraph (d)(2) is added.

The added provisions read as follows:

840.6302(c)-1 Use of Government de -
positaries.

* * * * *

(d) Remittance of deposits—(1) Deposits
by Federal tax deposit coupon. * * *

(2) Deposits by electronic funds trans -
fer. For the requirement to deposit excise
taxes by electronic funds transfer, see
§31.6302-1(h) of this chapter. Ataxpayer
not required to deposit by electronic funds
transfer pursuant to §31.6302—-1(h) of this
chapter remains subject to the rules of this

paragraph (d). * * * * *
840.6302(c)-1T [Removed]

Par. 19. Section 40.6302(c)-1T isre-
moved.

Michael P. Dolan,
Acting Commissioner
of Internal Revenue.

Approved June 27, 1997.

Donald C. Lubick,

Acting Assistant Secretary

of the Treasury.

(Filed by the Office of the Federal Register on July

11, 1997, 8:45 a.m., and published in the issue of the
Federal Register for July 14, 1997, 62 F.R. 37490)

26 CFR 31.6302-1: Federal tax deposit rules for
withheld income taxes and taxes under the Federal
Insurance Contributions Act (FICA) attributable to
payments made after December 31, 1992.

Information is provided to taxpayers
about the Electronic Federal Tax Payment
System (EFTPS). EFTPSisan electronic
remittance system for making federal tax
deposits and federal tax payments.
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Part Ill. Administrative, Procedural, and Miscellaneous

Electronic Funds Transfer —
Temporary Waiver of Failure-To-
Deposit Penalty for Certain Tax-
payers and Request for Com-
ments on Future Guidance

Notice 97-43

This notice provides guidance relating
to the waiver of penalties announced in
News Release |R-97-32, issued June 2,
1997. In IR-97-32, the Internal Revenue
Service announced that it will waive the
failure to deposit penalty under § 6656 of
the Internal Revenue Code for certain tax-
payers first required to make federal tax
deposits by electronic funds transfer on or
after July 1, 1997. This notice also re-
guests comments regarding possible alter-
natives for future amendments to 8
31.6302-1(h) of the Employment Tax e s
and Collection of Income Tax at Source
Regulations with respect to the require-
ment to deposit by electronic funds trans-
fer for periods beginning after 1999.

Background

Section 6302(h)(1)(A) provides that the
Secretary will prescribe regulations nec-
essary for the development and imple-
mentation of an electronic funds transfer
system for the collection of depository
taxes. Section 6302(h)(2) provides a
phase-in schedule for the new system.

Section 31.6302—1(h) prescribes rules
for implementing an electronic funds
transfer system for the collection of de-
pository taxes. Under the regulation, tax-
payers are required to deposit taxes by
electronic funds transfer if the amount of
their depository taxesin a specified ear-
lier year exceeds the applicable threshold
amount. The regulation provides that tax-
payers with more than $50,000 of federal
employment tax depositsin calendar year
1995 must use electronic funds transfer to
make deposits that are due on or after July
1, 1997 and relate to return periods begin-
ning on or after January 1, 1997. For ex-
ample, a corporation to which this rule
applies, and which filesitsincome tax re-
turns on a calendar year basis, must use
electronic funds transfer to make corpo-
rate and estimated income tax deposits
that are due on or after July 1, 1997.
Therefore, the corporation’s September
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15, 1997, and subsequent estimated tax
payments must be made by electronic
funds transfer.

Section 6656(a) provides that in the
case of any failure by any person to de-
posit taxes on the prescribed date in an
authorized government depository, a
penalty applies unlessthe failureis dueto
reasonable cause and not due to willful
neglect. Rev. Rul. 95-68, 1995-2 C.B.
272, provides that, absent reasonable
cause, a taxpayer that is required to de-
posit federal taxes by electronic funds
transfer is subject to the 10 percent failure
to deposit penalty if the taxpayer deposits
the taxes by means other than electronic
funds transfer.

Temporary Waiver of Penalty for Certain
Taxpayers

Although taxpayers with more than
$50,000 of federal employment tax de-
positsin calendar year 1995 are required
to make federal tax deposits electronically
on and after July 1, 1997, the Service will
not impose the 10 percent § 6656 penalty
solely for the failure to make those de-
posits by electronic funds transfer. How-
ever, ataxpayer will remain liable for the
failure to deposit penalty under § 6656
(absent reasonable cause) if the taxpayer
fails to make arequired deposit (using ei-
ther electronic funds transfer or paper
coupons) in atimely manner.

This waiver of the failure to deposit
penalty applies only to deposit obligations
incurred on or before December 31, 1997.
The penalty waiver includes deposits
made after December 31, 1997, so long as
the deposit obligation was incurred on or
before December 31, 1997.

This waiver of the failure to deposit
penalty does not apply to taxpayers that
were required to begin using electronic
funds transfer in 1995 or 1996.

Request for Comments on Future Guidance

Under § 31.6302—1(h), taxpayers that
are not currently required to use elec-
tronic funds transfer must begin making
federal tax deposits electronically in 1999
if they exceed a $50,000 threshold in
1997. Currently, § 31.6302-1(h) provides
no requirement that a new or growing tax-
payer that exceeds $50,000 in annual de-
posits only after 1997 use electronic funds

(o]

transfer. In addition, ataxpayer that de-
posits employment taxes but never ex-
ceeds $50,000 a year in employment tax
depositsis not currently required to use
electronic funds transfer even if its de-
posits of other taxes have exceeded
$50,000 per year. The Service and Trea-
sury Department intend to develop regu-
lations that will address these matters. At
this time, two options are being consid-
ered.

The first option would be a two-
pronged test. If during a calendar year
determination period the taxpayer de-
posits more than $50,000 of the employ-
ment taxes imposed by chapters 21, 22,
and 24, or more than $50,000 of other de-
pository taxes, the taxpayer becomes sub-
ject to the requirement to deposit elec-
tronically in the second succeeding
calendar year.

The second option would be an aggre-
gate deposits test. If during a calendar
year determination period the taxpayer’s
aggregate deposits of all depository taxes
exceed $50,000, the taxpayer becomes
subject to the requirement to deposit elec-
tronically in the second succeeding calen-
dar year.

The Service and Treasury Department
invite public comment on these two op-
tions and also welcome any suggestions
for adifferent future rule. Comments and
suggestions are requested by October 10,
1997. An original and eight copies of
written comments should be sent to:

Internal Revenue Service

Attn: CC:DOM:CORP:R

Room 5228 (IT&A:Br4)

P.O. Box 7604

Ben Franklin Station

Washington, DC 20044,
or hand delivered between the hours of
8:00 am. and 5:00 p.m to:

Courier’'s Desk

Internal Revenue Service

Attn: CC:DOM:CORP:R

Room 5228 (IT&A:Br4)

1111 Congtitution Ave., NW

Washington, DC
Alternatively, commentsmay be submit-
ted electronically viathe Service's Inter-
net site at “http//mww.irs.ustreas.
gov/prod/tax_regs/comments.html”. Al |
comments will be available for public in-
spection and copying in their entirety.
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For Further Information on Electroni c
Funds Transfer

For information on the Treasury’s elec-
tronic funds transfer system — the Elec-
tronic Federal Tax Payment System
(EFTPS) — or to get aform to enroll in
EFTPS, call either of the two Treasury Fi-
nancial Agents for EFTPS at (800) 945-
8400 or (800) 555-4477. Taxpayers may
also request enrollment forms by calling
the Service Distribution Center at (800)
829-3676.

Drafting Information

The principal author of this noticeis
Robert J. Bas0 of the Officeof A ssi stant
Chief Counsdl (IncomeTax and A ccount-
ing). For further information regarding
the penalty waiver, contact Mr. Basso. For
further information regarding the com-
ments on future guidance, contact Vincent
G. Surabian. Both can be contacted at
(202) 622-4940 (not atoll-free call).

26 CFR 601.602: Tax Formsand Instructions. (Also
Part I, 8 6302; 31.6302-1.)

Rev. Proc. 97-33
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SECTION 15 INTERNALREVENUE
SERVICEOFHCE

CONTACT

SECTION 16 PAPERWORK
REDUCTION ACT

SECTION 1. PURPOSE

This revenue procedure provides tax-
payers with information about the Elec-
tronic Federal Tax Payment System
(EFTPS). EFTPS s an electronic remit-
tance processing system for making fed-
eral tax deposits (FTDs) and federal tax
payments (FTPs). EFTPS s the succes-
sor electronic funds transfer (EFT) system
to TAXLINK described in Rev. Proc.
94-48, 19942 C.B. 694.

SECTION 2. BACKGROUND

.01 Section 6302(c) of the Internal
Revenue Code provides that the Secretary
of the Treasury (Secretary) may authorize
Federal Reserve banks, and incorporated
banks and other financial institutions that
are depositories or financial agents of the
United States, to receive any tax imposed
under the internal revenue laws, in such
manner, at such times, and under such
conditions as the Secretary may prescribe.
Section 6302(c) also provides that the
Secretary shall prescribe the manner,
times, and conditions under which the re-
ceipt of such tax by such banks and other
financial institutionsisto be treated as a
payment of such tax to the Secretary.

.02 Section 6302(h) requires the Secre-
tary to establish an EFT system to collect
the FTDsof cataintaxpayers. TAX LINK
and its successor, EFTPS, arethe EFTsy s
tems developed by the Secretary to collect
federal taxes. The TAXLINK system will
terminate on July 15, 1997. All taxpayers
making FTDs or FTPs by EFT must use
EFTPS after July 15, 1997.

.03 Some taxpayers are required by
regulations issued under § 6302(h) to
make FTDs using an EFT system. See
§ 31.6302-1(h)(2)(i)(A) of the Employ-
ment Taxes and Collection of Income Tax
at Source Regulations. Taxpayers not re-
quired to make FTDs using an EFT sys-
tem may choose to do so voluntarily.
Taxpayers also may choose to make FTPs
using EFTPS.

.04 All taxpayers participating in
EFTPS must comply with this revenue
procedure.

1N

.05 Thetwo primary payment optionsin
EFTPS are an Automated Clearing House
(ACH) dehit entry and an ACH credit entry.
Taxpayers may aso use the Electronic Tax
Application (ETA) to accommodate their
business requirements and meet their FTD
and FTP obligations. These payment op-
tions are described in sections 7, 8, and 9 of
this revenue procedure.

.06 Taxpayers participating in EFTPS
must ensure that their funds are remitted
on atimely basis. See § 31.6302-1(h)(8)
for rules regarding when an FTD remitted
by EFT is deemed made. In the case of
FTPs remitted by EFT, see § 31.6302-1-
(h)(9) for rules regarding when the tax is
deemed paid.

.07 A taxpayer required by regulations
to make an FTD by EFT may not use
Form 8109, Federal Tax Deposit Coupon,
to makean FTD. If the taxpayer is unable
to make atimely FTD using an ACH debit
entry or an ACH credit entry, the taxpayer
may use ETA to make atimely FTD. If a
taxpayer is a voluntary participant in
EFTPS (i.e., a participant not required by
regulations to make an FTD by EFT) and
isunable, for any reason, to make an FTD
using EFTPS or chooses not to use EFTPS
to make an FTD, the taxpayer may make a
timely FTD by using Form 8109.

.08 If an FTD islate, the taxpayer is
subject to the penalty for failure to timely
deposit unless the taxpayer establishes
reasonable cause for that failure. See
Rev. Rul. 94-46, 19942 C.B. 278.

.09 EFTPS does not change the compu-
tation of tax liability, interest or penalties,
or FTD or FTP due dates.

SECTION 3. DEFINITIONS

.01The definitions provided in this sec-
tion will be used for EFTPS.

.02 AUTOMATED CLEARING
HOUSE (ACH). “Automated Clearing
House” is afunds transfer system, gov-
erned by the ACH Rules (the Operating
Rules and the Operating Guidelines pub-
lished by National Automated Clearing
House Association (NACHA)), that pro-
vides for the interbank clearing of elec-
tronic entries for participating financial
institutions.

.03 ACH CREDIT ENTRY. An“ACH
credit entry” isatransaction in which afi-
nancial institution, upon instructions from
ataxpayer, originates an FTD or FTP to
the appropriate Department of the Tr e &
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sury (Treasury) account through the ACH
system. See section 8 of this revenue pro-
cedure for adescription of an ACH credit
entry.

.04 ACHDEBIT ENTRY. An“ACH
debit entry” is atransaction in which one
of the Treasury Financial Agents, upon in-
structions from a taxpayer, instructs the
tax pay er'sfinancia ingitution to with-
draw funds from the taxpayer’s account
for an FTD or FTP and to route the FTD
or FTP to the appropriate Treasury ac-
count through the ACH system. See sec-
tion 7 of this revenue procedure for a de-
scription of an ACH dehit entry.

.05 CASH CONCENTRATION OR
DISBURSEMENT+ TAX PAY MENT
ADDENDARECORD (CCD+TXP). The
“CCD+ TXP" isNACHA'’stax payment
convention that will be used to facilitate
the transmission of the tax payment infor-
mation associated with an ACH credit
entry to the appropriate Financial A gent.
This convention consists of the CCD+
electronic funds transfer transaction and an
addenda record for tax payments identified
by the three characters, “TXP’. TheACH
T X Paddendarecord indudesthe Tax pay er
Identification Number (TIN) (i.e., Em
ployer Identification Number (EIN), IRS
Individual Taxpayer |dentification Number
(ITIN), or Socia Security Number (SSN)),
the tax type code, the tax period end date,
and the FTD or FTPamount.

.06 ELECTRONIC FUNDS TRANS-
FER (EFT). An“EFT" isany transfer of
funds, other than a transaction originated
by check, draft, or similar paper instru-
ment, which isinitiated through an elec-
tronic terminal, telephonic instrument,
computer, or magnetic tape so asto order,
instruct, or authorize a financial institu-
tion or other financial intermediary to
debit or credit an account.

.07 ELECTRONICTAX APPL I CA-
TION (ETA). “ETA” (alsoreferred to as
“Same Day Payment”) is a subsystem of
EFTPS that receives, processes, and
transmits an FTD or an FTP and the re-
lated tax payment information for taxpay-
ers that make same day payments through
Fedwire value transfers, Fedwire
non-value transactions, and Direct A c-
cess transactions. See section 9 of this
revenue procedure for information on the
ETAprocess. For more information about
ETA payments, taxpayers should contact
their financial institutions.
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.08 EMPLOYER IDENTIFICATI ON
NUMBER (EIN). An“EIN" isaunique
nine digit taxpayer identifying number is-
sued by the Internal Revenue Service to
business taxpayers for the purpose of re-
porting tax related information.

.09 FEDERAL RESERVE BANK
(FRB). The“FRB” isthe U.S. Govern-
m e nt’sfiscal agent. The FRB also
processes ACH transactions to a commer-
cial financial institution account or to a
Treasury account.

.10 FRB HEAD OFFICE LOCAL
ZONE TIME. “FRB Head Office Local
Zone Time” isthelocal zone time of the
FRB head office through which afinancial
institution, or its authorized correspondent
bank, sends a same-day payment.

.11 FINANCIAL AGENT. For pur-
poses of EFTPS, a“Financial Agent” (also
referred to as a “ Treasury Financial
Agent”) isafinancial institution that is
designated asan agent of Treasury. The
Secretary has designated NationsBank and
First National Bank of Chicago (First
Chicago) to be the Financial Agents for
EFTPS. A Financial Agent processes
EFTPS enrollments, receives FTD and
F T Pinformation, originates ACH debit en-
tries upon instructions from taxpayers, and
provides customer service assistance for
EFTPS enrollment and payment informa-
tion.

.12 IRSINDIVIDUAL TAXPAYER
IDENTIFICATION NUMBER (ITIN).
An“ITIN” is ataxpayer identifying num-
ber issued by the Serviceto an alien indi-
vidual who isineligible to receive an SSN
for the purpose of reporting tax related in-
formation.

.13 PRENOTIFICATION ACH
CREDIT. “Prenctification ACH credit” is
a process whereby ataxpayer’s financial
institution originates azero dollar entry to
the appropriate Treasury Routing Transi t
Number (RTN) to verify the Treasury
RTN, the Tr easury’'saccount number, and
the taxpayer’s TIN. See section 8.02 of
this revenue procedure.

.14 PRENOTIFICATION ACH
DEBIT. “Prenctification ACH debit” isa
process whereby the appropriate Finan-
cial Agent originates azero dollar entry to
the taxpayer’ s financial institution to ver-
ify the RTN of the taxpayer’ s financial in-
stitution, the taxpayer’ s account number,
and the account type. See section 4.03 of
this revenue procedure.

11

JI5TA X PAYERIDENTIFICATION
NUMBER (TIN). A “TIN” is ataxpayer
identifying number assigned to ataxpayer for
the purpose of reporting tax related informa-
tion. ATIN includesan EIN, ITIN, or SSN.

SECTION 4. ENROLLMENT

.01 An EFTPS applicant should submit
its completed Form 9779, EFTPS Business
Enrollment Form, or Form 9783, EFTPS
Individual Enrollment Form, to the EFTPS
Enrollment Processing Center at the ad-
dress provided in the applicable form in-
structions at least ten weeks in advance of
thefirst FTD or FTP due date for which it
intendsto use EFTPS. As part of complet-
ing the enrollment form, the taxpayer may
choose to use the ACH debit entry and/or
ACH credit entry payment option(s). See
section 7 of this revenue procedure for in-
formation on the ACH debit entry payment
option, and section 8 for information on
the ACH credit entry payment option.

.02 A taxpayer may request an enroll-
ment form by calling aFinancial Agent at
one of the numbers listed in section 12.01
of this revenue procedure or the IRS Dis-
tribution Center at (800) TAX —FORM
((800) 829-3676). A taxpayer should re-
guest an enrollment form at least four
weeks in advance of the time the form
needs to be submitted.

.03 The Financial Agent will verify the
accuracy of the enrollment information
and enter the verified enrollment informa-
tion in its enrollment record database. As
part of the verification process for those
taxpayers who choose the ACH debit
entry, the Financial Agent will originate a
prenctification ACH debit.

.04 When the enrollment process is
completed, the Financial Agent will notify
the taxpayer that it isenrolled in EFTPS by
sending the taxpayer a Form 9787, Busi-
ness Confirmation/Update Form, or Form
9789, Individual Confirmation/Update
Form and an EFTPS Payment Instruction
Booklet that will contain information on
ACH credit and debit transactions, and in-
formation on ETA under the heading
“Same Day Payments.” APersonal ldenti-
fication Number (PIN) will be mailed to
the taxpayer separately from the enroll-
ment confirmation package.

.05 If ataxpayer attempts to make an
FTD or FTPthrough EFTPS before the tax-
payer receives Form 9787 or Form 9789,
the FTD or FTP generally will be regjected
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and the taxpayer may be subject to a
penalty for alate FTD or FTP. Further, a
taxpayer cannot makean FTD or FTPusing
an ACH debit transaction without a PIN.

SECTION 5. ASSIGNMENTTO A
FINANCIALAGENT

Each Financial Agent has responsibility
for certain geographic locations as listed
below. A taxpayer’s assignment to a Fi-
nancial Agent is based on the location of
the principal financial institution that will
be electronically transmitting FTDs

and/or FTPsfor the taxpayer.

NationsBank First Chicago
(800) 555-4477 (800) 945-8400
Alabama Alaska
American Samoa  Cdifornia (except
LosAngeles,
Arizona Orange, San
Arkansas Bernardino, River-
Cdifornia(Los side, San Diego, and
Angeles, Orange, Imperial counties)
San Bernardino, Colorado
Riverside, San Connecticut
Diego, and Impe-  Hawaii
rial countiesonly)  Idaho
Commonwealth of  lllinois
the Northern Indiana
Marianaldands lowa
Commonwealthof  Kansas
Puerto Rico Maine
Delawvare Massachusetts
Digtrict of Columbia Michigan
Florida Minnesota
Geomgia Missouri
Guam Montana
Kentucky Nebraska
Louisana New Hampshire
Maryland New Jersey
Mississippi NewYork
Nevada North Dakota
New Mexico Oregon
North Carolina Rhode Idand
Ohio South Dakota
Oklahoma Utah
Pennsylvania Vermont
South Caralina Washington
Tennessee Wisconsin
Texas Wyoming
Virginldands Foreign countries
Vimginia
WesVirginia

SECTION 6. TIMELY INITIATION OF

FTD OR FTP

509, Tax Caendars, lists the due dates for
FTDsand FTPs.

.02 Ataxpayer choosing the ACH debit
entry payment option may access the
EFTPS Voice Response System 24 hours
aday, seven days aweek, or use the PC
Tax Payment software application. How-
ev er, the taxpayer must initiateits A CH
debit entry payment before 8:00 p.m.
Eastern Time of the last business day
prior to the FTD or FTP due date.

.03 A taxpayer choosing the A CH
credit entry payment option must deter-
mine whether its financial institution of-
fersthe ACH credit entry payment option
and when the taxpayer must initiate an
ACH credit entry that will settle on or be-
forethe FTD or FTP due date.

SECTION 7. ACH DEBIT ENTRY

.01 Toinitiate atimely ACH debit
entry, ataxpayer must contact the Finan-
cial Agent by 8:00 p.m. Eastern time of
the last business day prior to the FTD or
FTP due date. A business taxpayer may
arrange an ACH debit entry up to 30 cal-
endar days in advance of the due date. An
individual taxpayer may arrange an ACH
debit entry up to 105 calendar daysin ad-
vance of the due date.

.02 In order to initiate an ACH debit
entry, ataxpayer must furnish the Finan-
cial Agent with the taxpayer’s TIN and
PIN. The Service does not have access to
the taxpayer’s PIN and, therefore, cannot
initiate an ACH debit entry from the tax-
payer’ s account.

.03 After ataxpayer initiates an ACH
debit entry, the Financial Agent will vali-
date the payment information and issue an
acknowledgment number to the taxpayer.
The acknowledgment number verifies
when the necessary payment information
was received by a Financial Agent but
does not constitute proof of payment. See
section 10 of this revenue procedure re-
garding proof of payment.

.04 Pursuant to the taxpayer’ s instruc-
tions, the Financial Agent, on the date
designated by the taxpayer, will instruct
the taxpayer’ s financial ingtitution to orig-
inate the transfer of funds from the tax-
p ay er’'saccount to the appropriate Tr e a
sury account. The Financial Agent also
will transmit the related payment data,

.01 A taxpayer must ensure that the supplied by the taxpayer, to the Service

FTD or FTPistimely made. Publication
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for posting to the taxpayer’ s account(s).
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.05 The Service will deeman A CH
debit entry to have been made at the time
of the debit (i.e., when the amount is
withdrawn from the taxpayer’s account
and not returned or reversed).

.06 When atimely ACH debit entry
cannot be made, a taxpayer may instruct
the Financial Agent to complete the trans-
action at the next opportunity to submit an
ACH debit entry. The taxpayer may also
use the ACH credit entry payment option
or ETA. See section 8 of this revenue
procedure regarding theuse of an A CH
credit entry and section 9 regarding the
use of ETA. A taxpayer that is not re-
quired to use EFT for FTDs may use the
paper FTD coupon system. To avoid
penalties, the FTD or FTP must be re-
ceived by an appropriate means on or be-
forethe FTD or FTP due date.

.07 The ACH Ruleswill governA CH
debit entry returns and reversals.

SECTION 8. ACH CREDIT ENTRY

.01 If ataxpayer choosesthe A CH
credit entry payment option to make an
FTD or FTP, the taxpayer may use any fi-
nancial institution capable of originating
an ACH credit entry.

.02 For each TIN used by ataxpayer in
making an FTD or FTP by an ACH credit
entry, the taxpayer should request that its
financial institution originate a prenotifi-
cation ACH credit. See section 3.13 of
this revenue procedure. The taxpayer’'s
financial institution should not originate
an ACH credit entry until the financial in-
stitution has successfully completed the
prenatification process. A prenotification
ACH credit will verify the taxpayer infor-
mation in the T X P addenda record,
thereby minimizing the possibility that an
ACH credit entry will be rejected.

.03 If the prenctification ACH credit is
rejected, the financial institution should
not originate an ACH credit entry for the
taxpayer until the financia institution has
successfully completed the prenotifica-
tion process.

.04 To initiate atimely ACH credit
entry, ataxpayer must take into account
itsfinancial institution’s deadline for orig-
inating an ACH credit entry.

.05 If the taxpayer timely and accu-
rately requests an ACH credit entry, the
taxpayer’s financial institution is respon-
sible for the timely origination of the
ACH credit entry with the appropriate
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Treasury account number and the correct
format.

.06 When atimely ACH credit entry
cannot be made, a taxpayer may instruct
the financial institution to complete the
transaction at the next opportunity to sub-
mit an ACH credit entry or use ETA. The
taxpayer may also initiate an ACH debit
entry if enrolled for that payment option.
See section 7 of this revenue procedure
regarding the use of an ACH debit entry
and section 9 regarding the use of ETA .
A taxpayer that is not required to use EFT
for FTDs may use the paper FTD coupon
system. To avoid penalties, the FTD or
FTP must be received by an appropriate
means on or before the FTD or FTP due
date.

.07 The Financial Agent will receive
and process the ACH credit entry infor-
mation. The Financial Agent will com-
pare the transaction’ s remittance detail in
the CCD+ T X P addenda with the tax-
p ay er’ senrollment record data. If they
match, the Financial Agent will send the
FTD or FTP information to the Service
for posting to the taxpayer’ s account(s).

.08 If the Financial Agent cannot iden-
tify the taxpayer, the ACH credit entry
will be returned to the originating finan-
cial ingtitution.

.09 Failure to provide correct, com-
plete, and properly formatted information
may cause an ACH credit entry to be re-
turned. In the event of areturn, a tax-
payer may instruct the financial institu-
tion to submit a corrected ACH credit
entry at the next opportunity or use ETA.
The taxpayer may also initiatean A CH
debit entry if enrolled for that payment
option. A taxpayer that is not required to
use EFT may also use the paper FTD
coupon system.

.10 An ACH credit entry that is not re-
turned or reversed will be deemed made
at the time that the funds are paid into the
appropriate Treasury account.

.11 The ACH Ruleswill govern A CH
credit entry returns and reversals.

SECTION 9. ELECTRONIC TAX
APPLICATION (ETA)

.01 Taxpayers may use ETA (as defined
in section 3.07) to make atimely FTD or
F T P. Taxpayers should contact their fi-
nancial institution to determine if the fi-
nancial institution is capable of making an
ETApayment.
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.02 After the EFTPS enrollment
process is completed, the Financial Agent
will send the taxpayer an EFTPS Payment
Instruction Booklet that includes addi-
tional ETA information under the heading
“Same Day Payments.”

.03 The Service generally will deem an
ETA payment to have been made on the
date the payment is received by the FRB.
Taxpayers should contact their financial
institutions to determine their deadline for
initiating ETA payments for a particular
day. ETA paymentsreceived by the FRB
after the deadline set forth in the Treasury
Financial Manual, Volume IV (IV TFM),
will be recorded as received the following
business day. Currently, the deadlinein
IV TFM is 2:00 p.m. FRB Head Off i c e
Local Zone Time. If apayment is not ac-
cepted, the payment must be re-originated
using ETA or any other permissible pay-
ment method.

SECTION 10. PROOF OF PAYMENT

.01 For an ACH debit or credit entry, a
statement prepared by the taxpayer’s fi-
nancial institution showing atransfer (that
is, a decrease to the taxpayer’s account
balance) will be accepted as proof of pay-
ment if the statement:

(1) shows the amount and the date of
the transfer; and

(2) identifies the U.S. Government as
the payee.

.02 For an ETA payment, taxpayers may
request that their financial ingtitution obtain
astatement from the FRB that executed the
transf er. Thisstatement will be accepted as
proof of payment if the statement:

(1) shows the amount and the date of
the transfer; and

(2) identifies the U.S. Government as
the payee.

.03 For purposes of this section, state-
ments prepared by afinancial institution
include statements prepared by athird
party that is contractually obligated to pre-
pare statements for the financial institu-
tion.

SECTION 11. REFUNDS

No refunds of FTDs or FTPs will be
made through EFTPS. However, arefund
request may be made using existing tax
refund procedures. If ataxpayer’serror
results in a significant hardship, the tax-
payer may contact the Service at (800)
829-1040 for assistance.
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SECTION 12. ENROLLMENT FORMS
AND ADDITIONAL INFORMATION
ABOUT EFTPS

.01 Taxpayers may obtain enrollment
forms and additional information by call-
ing EFTPS Customer Service at (800)
945-8400 (First Chicago) or (800) 555-
4477 (NationsBank). Taxpayers may also
request enrollment forms by calling the
IRS Distribution Center at (800) TA X -
FORM ((800) 829-3676).

.02 Financial institutions that would
like additional information about EFTPS
may write to:

Financial Services Division
Financial Management Service
401 14th Street, SW, 3rd Floor
Washington, DC 20227

or may call (202) 874-6580 (not a
toll—free number).

SECTION 13. EFFECT ON OTHER
DOCUMENTS

Rev. Proc. 94-48 is obsoleted for FTDs
or FTPs made after July 15, 1997.

SECTION 14. EFFECTIVE DATE

This revenue procedure is effective on
July 11,1997.

SECTION 15. PAPERWORK
REDUCTION ACT

The collections of information con-
tained in this revenue procedure have been
reviewed and approved by the Office of
Management and Budget in accordance
with the Paperwork Reduction Act (44
U.S.C. 3507) under control number
1545-1546.

An agency may not conduct or sponsor,
and a person is not required to respond to,
acollection of information unless the col-
lection of information displays avalid
control number.

The collections of information in this
revenue procedure are in section 10 of this
revenue procedure. Thisinformation isre-
quired to implement EFTPS, and verify
that taxpayers have met their obligations to
pay their taxes and make FTDs by EFT.
Thisinformation will be used to credit tax-
pay ers’accountsfor FTDsand FTPsmade
through EFTPS. The collections of infor-
mation in section 10 of this revenue proce-
dure are mandatory. The likely respon-
dents are individuals, state or local
governments, farms, business or other
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for—profit institutions, federal agencies or
employees, nonprofit institutions, and
small businesses or organizations.

In 1999, the estimated total annual re-
porting and recordkeeping burden will be
690,000 hours.

The estimated annual burden per re-
spondent and recordkeeper will vary from
15 minutes to 45 minutes, depending on
individual circumstances, with an esti-
mated average of 30 minutes. The esti-
mated number of respondents and record-
keepersis 1,380,000.

The estimated annual frequency of re-
SPONSES IS on occasion.

Books or records relating to a collec-
tion of information must be retained as
long as their contents may become mater-
ial in the administration of any internal
revenue law. Generally tax returns and
tax return information are confidential, as
required by 26 U.S.C. 6103.

NOTE:

Following is alist of related instructions
and forms for filing Information Returns
Magnetically/Electronically:

P 1997 Instructions for Forms 1099,
1098, 5498, and W-2G

P Form 4419 — Application for Filing
Information Returns Magnetically/
Electronically

p Form 4804 — Transmittal of Infor-
mation Returns Reported Magneti-
cally/Electronically

P Form 4802 — Transmittal of Infor-
mation Returns Reported Magneti-
cally/Electronically (Continuation)

P Form 8508 — Request for Wai v er
From Filing Information Returns on
Magnetic Media (Forms W-2,
W=-2G, 1042-S, 1099 Series, 5498,
and 8027)

P Form 8809 - Request for Extension
of Time To File Information Returns

(For Forms W-2, W-2G, 1042-S,
1098, 1099, and 5498)

P Notice 210 — Preparation Instruc-
tions for Media Label

Rev. Proc. 97-34

Use this revenue procedure to prepare
Tax Year 1997 information returns for
submission to Internal Revenue Service
(IRS) using any of the following:
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— Magnetic Tape

— Tape Cartridge

— 8mm, 4mm, and Quarter Inch Car-
tridges

— 5 1/4-inch Diskette

— 3 1/2-inch Diskette

— Electronic Filing
— (Bisynchronous)
— (Asynchronous)

Caution to filers:

Format changes to accommodate Year
2000 will occur for TY98 in calendar year
1999.

Treasury has mandated that all elec-
tronic year dates exchanged with non-IRS
0 rganizations, both government and pri-
vate, both input and output, shall adhere
to the following:

—A\Il Gregorian date formats will be
intheformat ‘YYYYMMDD’.

— All other year date formats (e.g.,
Julian, Tax Period, Cycle Dates)
will expand representations from
2-digit year to4-digityear: ‘'YYYY',

In compliance with Y ear 2000 changes,
the current bisynchronous electronic fil-
ing communications package will be
changed in the future.

Please read this publication carefully.
Persons or businesses required to file in-
formation returns may be subject to
penalties for failure to file or include cor-
rect information if they do not follow the
instructions in this revenue procedure.
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Filing Record Specifications
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Electronic Filing
Specifications
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Section 4. Electronic Submissions
Section 5. Transmittal Requirements
Section 6. Information Reporting Pro-
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(IRP-BBYS) Specifications
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Part A. General

Revenue procedures are generally revised
annually to reflect legislative and form
changes. Comments concerning this rev-
enue procedure, or suggestions for mak-
ing it more helpful, can be addressed to:

Internal Revenue Service
Martinsburg Computing Center

Attn: IRB, Information Support Sec-
tion

P. O. Box 1359, MS-360
Martinsburg, WV 25402
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Sec. 1. Purpose

.01 The purpose of this revenue proce-
dureisto provide the specifications for fil-
ing Forms 1098, 1099 series, 5498,
5498-MSA, and W-2G electronically or
on magnetic media, which includes 1/2-
inch magnetic tape; IBM 3480, 3490 or
ASA00 compatible tape cartridges (includ-
ing 8mm); or 5 1/4- and 3 1/2-inch
diskettes with IRS. IRS/MCC has dis-
continued processing 8-inch diskettes.
This revenue procedure must be used for
the preparation of Tax Year 1997 informa
tion returns and information returns for
years prior to 1997 that are required to be
filed. Thisrevenue procedure must be
used to prepare current and prior year in-
formation returns filed between January 1,
1998, and December 31, 1998. Specifica
tions for filing the following forms are
contained in this revenue procedure.

(@) Form 1098, Mortgage Interest

Statement.

Form 1099-A, Acquisition or

Abandonment of Secured Prop-

erty.

() Form 1099-B, Proceeds From
Broker and Barter Exchange
Transactions.

(d) Form 1099-C, Cancellation of
Debt.

(e) Form 1099-DIV, Dividends and
Distributions.

(f) Form 1099-G, Certain Govern-

ment Payments.

Form 1099-INT, Interest Income.

Form 1099-LTC, Long-Term

C are and Accelerated Death

Benefits.

(i) Form 1099-MISC, Miscella-
neous Income.

(j) Form 1099-MSA, Distributions
From Medical Savings Ac -
counts.

(k) Form 1099-OID, Original Issue
Discount.

() Form 1099-PATR, Taxable Dis-
tributions Received From Coop-
eratives.

(m) Form 1099-R, Distributions

From Pensions, Annuities, Re-

tirement or Profit-Sharing Plans,

IRAS, Insurance Contracts, etc.

Form 1099-S, Proceeds From

Real Estate Transactions.

Form 5498, IRA, SEP, or

SIMPLE Retirement Plan Infor-

mation.

(b)

(©)
(h)

(n)
(0)

1R

(p) Form5498-MSA, Medical Sav-

ings Account Information.

(q) Form W-2G, Certain Gambling

Winnings.

.02 Specifications for filing Forms W-
2 on magnetic media are available from
the Socia Security Administration (SSA)
only. Filers can call 1-800-SSA-1213 to
obtain the phone number of the SSA
Magnetic Media Coordinator for their
area.

.03 The Internal Revenue Service,
Martinsburg Computing Center
(IRS'MCC) hasthe responsibility for pro-
cessing Forms 1098, 1099 series, 5498,
5498-MSA, and W—-2G filed magnetically
or electronically. IRS/MCC does not
process Forms W—2. Paper and/or mag-
netic media for Forms W—2 must be sent
to SSA. IRS/MCC does, however,
process waiver requests (Form 8508), ex-
tension of time to file requests (Form
8809) for Forms W-2 and requests for ex-
tension of time to file the employee
copies of W-2G.

.04 Generaly, the box numbers on the
paper forms correspond with the amount
codes used to file magnetically/electroni-
cally; however, if discrepancies occur, the
instructions in this revenue procedure
govern.

.05 This revenue procedure also pro-
vides the requirements and specifications
for magnetic media or electronic filing
under the Combined Federal/State Filing
Program.

.06 The following revenue procedures
and publications provide more detailed fil-
ing procedures for certain other informa-
tion returns.

(@ 1997 “Instructions for Forms
1099, 1098, 5498, and W -2G”
provides specific instructions on
completing and submitting infor-
mation returnsto IRS.

R ev. Proc. 84-33, 19841 C.B.
502, regarding the optional
method for agents to report and
deposit backup withholding.

() Publication 1179, Rules and
Specifications for Private Print-
ing of Substitute Forms 1096,
1098, 1099 Series, 5498, and
W=2G.

Publication 1239, Specifications
for Filing Form 8027, Em-
ployersAnnud Information Re-
turn of Tip Incomeand A | | ocated

(b)

(d)
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Tips, on Magnetic Tape and 5
1/4- or 3 1/2-inch Diskettes.

(e) Publication 1187, Specifications
for Filing Form 1042-S, For-
eign Person’s U.S. Source In-
comeSubjecttoWithholding,
Electronically or on Magnetic
Tape, and 5 1/4- or 3 1/2-inch
Diskettes.

(f) Publication 1245, Specifications
for Filing Form W-4, Em-
ployee’'sWithhddngAllowance
Certificate, on Magnetic Tap e,
and 5 1/4- or 3 1/2-inch Diskette.

(9) Rev.Proc. 9725, specifications
set forth for the magnetic or eec-
tronic filing of 1997 Form 8851,
Summary of Medical Savings
Accounts, Magnetically/Elec-
tronically.

.07 Thisrevenue procedure supersedes
Rev. Proc. 9636 published as Publication
1220 (Rev. 7-96), Specifications for Fil-
ing Forms 1098, 1099 series, 5498, and
W-2G Magneticaly or Electronically.

.08 Refer to Part A, Sec. 17, for defini-
tions of terms used in this publication.

Sec. 2. Nature of Changes—
Current Year (Tax Year 1997)

.01 Inthis publication, all pertinent
changesfor Tax Year 1997 have been em-
phasized by using italics. This has been
doneto assist filersin identifying new in-
formation. Filersare still advised to read
the publication in its entirety.

.02 Programming Changes

a. Payer/Transmitter “A” Record
Changes:

(1) For al forms, Payment Y ear, Field
Positions 2-3 must be incremented by one
(from 96 to 97) unless reporting prior year
data

(2) In Part B, Sec. 6, the Type of Return
Codes, Field Position 22 of the Payer “A”
Record, have been expanded to include
new forms 1099-L TC, 1099-MSA, and
5498-MSA. The Type of Return Codes
are T for Form 1099-LTC, M for
1099-MSA, and K for Form 5498-M SA.

(3) In Part B, Sec. 6, for Form 1099-C,
Amount Code 4 (Penalties, fines, or ad-
ministrative costsincluded in A mount
Code 2) has been deleted from Field Posi-
tions 23-31 of the Payer “A” Record.

(4) In Part B, Sec. 6, for the new Form
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1099-LTC (Type of Return Code T) ,
Amount Codes 1 (Gross long-term care
benefits paid) and 2 (Accelerated death
benefits paid) have been added to Field
Positions 23-31 of the Payer “A” Record.

(5) In Part B, Sec. 6, for the new Form
1099-MSA ( Type of Return Code M),
Amount Codes 1 (Gross distribution) and
2 (Earnings on excess contributions) have
been added to Field Positions 23-31 of
the Payer “A” Record.

(6) In Part B, Sec. 6, for Form 5498, Tw o
Amount Codes have been added, A mount
Code 6 (SEP contributions) and A mount
Code 7 (SIMPLE contributions) in Field
Positions 23-31 of the Payer “A” Record.

(7) In Part B, Sec. 6, for the new Form
5498—-M SA ( Type of Return Code K),
Amount Codes 1 (Employee MSA contri-
butions made in 1997 and 1998 for 1997),
2 (Total MSA contributions made in
1997), and 3 (Total MSA contributions
made in 1998 for 1997), 4 (MSA rollover
contributions not includedin A mount
Code 1, 2, or 3) and 5 (Fair market value
of account) have been added to Field Po-
sitions 23-31 of the Payer “A” Record.

(8) In Part B, Sec. 6, the Payer City,
State, and Zip Code field in Positions
171-210 of the Payer “A” Record have
been broken down into three separate
fields.

(9) In Part B, Sec. 6, for the conve-
nience of the filer, an optional field has
been added for the Payer’ s Phone Number
and Extension in Field Positions 371-385
of the Payer “A” Record.

b. Payee“B” Record Changes:

(1) For al forms, Payment Y ear, Field
Positions 2-3 must be incremented by one
(from 96 to 97) unless reporting prior year
data.

(2) In Part B, Sec. 8, for the Form
1099-MSA, Distribution Codes 1 (Nor-
mal distribution), 2 (Excess contribu-
tions), 3 (Disability), 4 (Death), and 5
(Prohibited transaction) have been added
to Field Positions 4 and 5 of the Payee
“B” Record.

(3) In Part B, Sec. 8, for the Form
1099-R, Distribution Codes L (Loans
treated as deemed distributions under sec-
tion 72(p)) and S (Early distribution from
aSIMPLE IRA infirst 2 years, no known
exception) have been added to Field Posi-
tions 4 and 5 of the Payee “B” Record.

(4) In Part B, Sec. 8, for the Form
1099-R, the IRA/SEP Indicator in Field

1R

Position 44 of the Payee “B” Record has
been expanded from IRA/SEP to
IRA/SEP/SIMPLE. Thisfield will be
used exclusively for the Form 1099-R.

(5) In Part B, Sec. 8, for the Form 5498,
IRA, SEP, and SIMPLE Indicators have
been added in Field Positions 141-143.

(6) In Part B, Sec. 8(1), Form 1099-
MSA and Form 5498-M SA have been
added to the standard Record Layout Po-
sitions 322-420.

(7) In Part B, Sec. 8(5), the Record Lay-
out Positions 322—420 of the Payee “B”
Record are given for Form 1099-LTC to
include the following fields:

(@ A Type of Payment Indicator has
been added to Field Position 322
of the Payee “B” Record with in-
dicators of 1 (Per diem) and 2
(Reimbursed amount).

(b) The Social Security Number of
the Insured has been added to
Field Positions 323-331 of the
Payee“B” Record.

(c) The Name of the Insured has
been added to Field Positions
332-371 of the Payee “B”
Record.

(d) The Address of the Insured has
been added to Field Positions
372-411 of the Payee “B”

Record.
(e) A Statusof Illness Indicator has
been added for Field Position 412

of the Payee “B” Record with in-
dicators of 1 (Chronically ill) and
2 (Terminally ill).

(f) A Date of Doctor’s Certification
has been added in Field Positions
413-418 of the Payee “B”
Record.

.03 Other Programming Changes

(@) In Part E, Sec. 3, in the record lay-
out for the Magnetic/Electronic Specifica
tions for Extensions of Time, the Docu-
ment Indicators in Field Position 175
have been expanded to include Forms
1099-LTC, 1099-MSA, and 5498-M SA.

.04 Editorial Changes—General

(a) A note has been added advising fil-
ersthat date fieldswill be expanded in Tax
Y ear 1998 in preparation for Y ear 2000.

(b) Thetitle of the Form 5498 has been
changed from Individual Retirement
Arrangement Information to IRA, SEP, or
SIMPLE Retirement Plan Information.
The new title appearsin the list of forms
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in Part A, Sec. 1.01 and throughout the
publication.

(c) Three new forms have been added
for TY97 processing: Form 1099-LT C,
L ong- Term Care and Accelerated Death
Benefits, Form 1099-M SA, Distributions
From Medical Savings Accounts, and
Form 5498-M SA, Medical Savings A c-
count Information. The new formsarein-
cluded in the list of formsin Part A, Sec.
1.1 and throughout the publication. Filers
are advised throughout the publication that
the new forms cannot be filed under the
Combined Federal/State Filing Program.

(d) AZIP code change has occurred for
the Martinsburg Computing Center. For
all Martinsburg Computing Center ad-
dresses containing a post office box, the
Z1Pcode has been changed from 25401 to
25402. The changes will appear in Part
A, Sec. 3.01, Part C, Sec. 2.02(c) and (e),
Part D, Sec. 5.04, and Part F, Sec. 1. The
ZIP code for the street address (Route 9
and Needy Road) of the Martinsburg
Computing Center remains 25401.

(e) InPart A, Sec. 4.01, under Filing
Requirements, filers are encouraged to file
magnetically/electronically even though
the number of returns being filed isless
than the filing requirement of 250 or more.

(f) InPart A, Sec. 6.02, filers are advised
thet the most current version of theVendor
List (Pub. 1582) will not be printed. It will
be available for reading or downloading
from the Information Reporting Program-
Bulletin Board System (IRP-BBS).

(g) In Part A, Sec. 7.10, information
has been added to advise filers that multi-
ple Transmitter Control Codes (TCCs)
will only be issued to a payer with multi-
ple TINs, one TCC per TIN.

(h) In Part A, Sec. 9.10, filers are ad-
vised to create a self-adhesive label with
the required information to attach to each
tape, cartridge, or diskette.

(i) In Part A, Sec. 9.11, filers are ad-
vised to attach alabel that states “IRB,
Box __of " tothe outside of the ship-
ping container.

() InPart A, Sec. 10, filers are advised
that, since the due dates for Tax Y ear 1997
fall on weekends, information returns, re-
cipient copies, and participant copies will
be treated as timely if filed or furnished
on the next business day after the particu-
lar due date.

(k) InPart A, Sec. 10.04, filers are ad-
vised that the timely mailing rule now ap-
pliesto designated private delivery services.
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() InPart A, Sec. 16, in Table 2. Dollar
Criteriafor State Reporting, the dollar cri-
teria for the state of 1daho has been cor-
rected.

(m) In part A, Sec. 17, Definition of
Terms, ITIN (Individual Taxpayer |denti-
fication Number) has been added. ITIN
has also been added to Part B, Sec. 6,
Type of TIN, Field Position 14 of the
Payee “B” Record.

(n) In Part B, Sec. 6, for the Form
1099-PATR, thetitles of Amount Codes 7
and 8 in Field Positions 23-31 of the
Payer “A” Record have been changed.
The title of Amount Code 7 has been
changed from Energy investment credit to
Investment credit. Thetitteof Amount
Code 8 has been changed from Jobs credit
to Work opportunity credit.

(0) InPart B, Sec. 6, for Form 5498,
Amount Code 2 has been changed from
Rollover IRA contributionsto IRA, SEP,
or SIMPLE rollover contributionsin Field
Positions 23-31 of the Payer “A” Record.

(p) InPart B, Sec. 8, for Document Spe-
cific/Distribution Codes, Field Positions
4-5 of the Payee “B” Record, information
has been added to clarify that thisfield is
only required for 1099-MISC if Crop In-
surance Proceeds are being reported.

.05 Editorial Changes—M agnetic
M edia Specifications

(a) In Part B, Sec. 4.01(a)(7), filersare
advised to place the end of transmission
“F" Record at the end of the last cartridge
only, for files with multiple cartridges.

(b) In Part B, Sec. 4.02(d), filers are ad-
vised that for 8mm tape cartridge, the
SAVE OBJECT COMMAND is not ac-
ceptable.

(c) In Part B, Sec. 4.07, filers are now
advised that 4mm cassettes are an accept-
able form of media. Specifications are
provided.

(d) In Part B, Sec. 4.08, filers are now
advised that Quarter Inch Cartridges
(QIC) are an acceptable form of media.
Specifications are provided.

(e) In Part B, Sec. 05.01(b), for 5 1/4-
inch diskettes created on a System 36 or
A 400, specific save commands are pro-
vided as well as EBCDIC specifications.

(f) In Part B, Sec. 6, for Form 1099-G,
Field Positions 23-31 of the Payer “A”
Record, Amount Code 4, for Federal in-
come tax withheld, has been expanded to
include requested withholding on unem-
ployment compensation, Commodity

17

Credit Corporation loans, or certain crop
disaster payments.

Sec. 3. Where to File and How
to Contact the IRS, Martinsburg
Computing Center

.01 All information returns filed mag-
netically or electronically are processed at
IRS/IMCC. Files containing information
returns, requests for IRS magnetic media
and electronic filing information, undue
hardship waivers, and reguests for exten-
sion of time to file returns or to furnish
the statements to recipients are to be sent
to the following addresses:

[]

If by Postal Service:

IRS-Martinsburg Computing Center
Information Reporting Program

P. O. Box 1359, MS-360
Martinsburg, WV 25402-1359

or if by private delivery service:

IRS-Martinsburg Computing Center
Information Reporting Program
Route 9 and Needy Road, MS-360
Martinsburg, WV 25401

O Note: The ZIPcode has changed
from 25401-1359 to 25402-1359 for the
IRS P.O. Box addressesfor Martins-
burg, WV.

.02 Send amagnetically filed extension
of time reguest to one of the following ad-
dresses:;

If by Postal Service:

I RS-M artinsburgComputing Canter
Information Reporting Program
Attn: Extension of Time Coor di-
nator

P. O. Box 879, MS-360
Kearneysville, WV 25430

If by private delivery service:

IRS-Martinsburg Computing Center
Information Reporting Program
Attn: Extension of Time Coordi-
nator

Route 9 and Needy Road, MS-360
Martinsburg, WV 25401

.03 Telephone inquiries for the Infor-
mation Reporting Call Site may be made
between 8:30 am. and 4:30 p.m. Eastern
time. The telephone numbers for mag-
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netic media inquiries or electronic sub-

missions are:

304-263-8700—Call Ste—Part A, Sec. 3.9

304-264-7070 — |RP-BBS (I nfor mation
R ep orting Program Bul-
letin Board System) -
PartD

304-264-7080 — 4.8 Modems — Part C

304-264-7040 — 9.6 Modems— Part C

304-264-7045 — 14.4 Modems — Part C

304-267-3367—-TDD (Telecommunica
tion Device forthe Deaf)

304-264-5602 — Fax Machine

( These arenot toll-free telephone num-

bers.)
TO OBTAIN FORMS, CALL:
1-800-TAX-FORM (1-800-829-3676)

.04 The 1997 “Instructions for Forms
1099, 1098, 5498, and W—-2G" have been
included in the Publication 1220 for trans-
mitter convenience. The Form 1096 is
used only to transmit Copy A of paper
Forms 1099, 1098, 5498, and W-2G. If
filing paper returns, follow the mailing in-
structions on the Form 1096 and submit
the paper returns to the appropriate IRS
Service Center.

.05 Requests for paper Forms 1096,
1098, 1099, and W—-2G, and publications
related to magnetic media/el ectronic fil-
ing should be requested by calling the IRS
toll-free number 1-800-TAX-FORM
(1-800-829-3676).

.06 Questions pertaining to magnetic
mediafiling of Forms W—2 must be di-
rected to the Social Security Administra-
tion (SSA). Filers can call 1-800-SSA-
1213 to obtain the phone number of the
SSA Magnetic Media Coordinator for
their area

.07 Payersshould not contact IRS MCC
if they have received a penalty notice and
need additional information, or are request-
ing an abatement of the penalty. A pendty
notice contains an | RS representative’ sname
and/or phone number for contact purposes,
or, the payer may beingructed to respond in
writing to the address provided. IRSMCC
does not issue penalty notices and does not
have the authority to abate penalties. For
penalty information, refer to the Penalty
Section of the 1997 “Ingtructions for Forms
1099, 1098, 5498, add W -2G.”

.08 A taxpayer or authorized represen-
tative may request a copy of atax return,
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including Form W-2 filed with areturn,
by submitting Form 4506, Request for
Copy or Transcript of Tax Form, to IRS.
This form may be obtained by calling
1-800-TAX-FORM (1-800-829-3676).

.09 TheIRS Centralized Call Site an-
swers both magnetic media and tax law
guestions relating to the filing of informa-
tion returns (Forms 1096, 1098, 1099,
5498, 8027, W-2G, W-3, 1042S, and W-
4’s). TheRS/IMCC Cal Site answers tax
law and paper filing related questions about
W-2saswell ashandling inquiries dealing
with backup withholding due to missing
and incorrect taxpayer identification num-
bers. The Call Siteislocated at IRSMCC
and operates in conjunction with the Infor-
mation Reporting Program. The Call Site
provides service to the payer community
(financia ingtitutions, employers, and other
transmitters of information returns). Recip-
ients of information returns (payees) should
continue to contact 1-800-829-1040 or
other numbers specified in the tax returnin-
structions with any questions on how to re-
port information on their tax returns.

The Call Site accepts calls from all
areas of the country. The number to call is
304-263-8700 or Telecommunications De-
vice for the Deaf (TDD) 304-267-3367.
These are toll calls. Hours of operation
for the Call Site are Monday through Fri-
day, 8:30am.t04:30 p.m. Eastern Time.
The Call Site isin operation throughout
the year to handle the questions of payers,
transmitters, and employers. Due to the
high demand for assistance at the end of
January and February, it is advisable to
call as soon as possible to avoid these
peak filing seasons.

Sec. 4. Filing Requirements

.01 Under section 6011(e)(2)(A) of the
Internal Revenue Code, any person, in-
cluding a corporation, partnership, individ-
ual, estate, and trust, who is required to file
250 or more information returns must file
such returns magnetically/electronically.
The 250* or morerequirement applies
separately for each type of return and
alsotoeach typeof correctedretur n.

*Even though as many as 249 in -
formation returns may be submitted
on paper to the Internal Revenue
Service, | RS encourages filers to
transmit information returns mag -
netically or electronically.

1

.02 All filing requirements that follow
apply individually to each reporting entity
as defined by its separate Taxpayer Identi-
fication Number (TIN) [Social Security
Number (SSN), or Employer Identification
Number (EIN)]. For example, if a corpo-
ration with several branches or locations
uses the same EIN, the corporation must
aggregate the total volume of returns to be
filed for that EIN and apply the filing re-
quirements to each type of return accord-
ingly.

.03 Payers who are required to submit
their information returns on magnetic
media may choose to submit their docu-
ments by electronic filing. Payers who
submit their information returns electroni-
cally are considered to have satisfied the
magnetic mediafiling requirements.

.04 IRS/MCC has two methods by
which payers may submit their files elec-
tronically. Bisynchronous(mainframe)
electronic filing, which can be found in
Part C of thispublication,or Asynchro-
nous (Information Reporting Program-
Bulletin Board System), which isin Part
D. Anoverview of some features pro-
vided on the IRP-BBS are as follows:

* Electronic filing of information returns
to the IRS using dia-up modems

* Return notification of the acceptability
of the data transmitted within 24 to 48
hours

* Electronic communication with IRS and
SSAbulletin board systems

» Access to information reporting publica-
tions

» Access to shareware

* Access to forms relating to the Informa-
tion Reporting Program

« News about the latest changes and up-
dates that affect the Information Report-
ing Program at IRS

» Answers to messages and questions | eft
on the bulletin board

e Available for public use and can be
reached by dialing 304-264-7070

* IRP-BBS s accessible 24 hours aday, 7
days aweek. Routine maintenanceis
performed daily, at approximately 7:00
am. Eastern Time.

* Questions, comments, or suggestions
can be directed to the Systems Operator
(SY SOP) through IRP-BBS.

.05 The following requirements apply
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separately to both originals and correc-
tions filed magnetically/electronically:

1098 250 ormoreof any of these
1099-A forms require magnetic
1099-B mediaor eectronic filing
1099-C with IRS. Theseare stand
1099-DIV  done documents and are not
1099-G to be aggregated for purposes
1099-INT  of determining the 250
1099-LTC threshold. For example, if

1099-MISC you must file 100 Forms

1099-MSA  1099-B and 300 Forms
1099-OID 1099-INT,Foms109-B
1099-PATR need not be filed magneti-
1099-R caly or electronically since
1099-S they do not meet the thres-
5498 hold of 250. However,
5498-MSA  Forms 1099-INTmust be
W-2G filed magneticaly or

electronicaly since they
meet the threshold of 250.

.06 The above requirements do not
apply if the payer establishes hardship
(seePart A, Sec. 5).

Sec. 5. Form 8508, Request
for Waiver from Filing
Information Returns on
Magnetic Media

.01 If apayer isrequired to file on
magnetic media but fails to do so (or fails
to file electronically, in lieu of magnetic
media filing) and does not have an ap-
proved waiver on record, the payer will
be subject to a penalty of $50 per returnin
excess of 250. (For penalty information,
refer to the Penalty section of the 1997
“Instructions for Forms 1099, 1098, 5498,
and W-2G.")

.02 If payersarerequired to file origi-
nal or corrected returns on magnetic
media, but such filing would create a
hardship, they may request awaiver from
these filing requirements by submitting
Form 8508, Request for Waiver From Fil-
ing Information Returns on Magnetic
Media, to IRS/MCC.

.03 Even though a payer may submit as
many as 249 corrections on paper, IRS
encourages magnetically or electronically
submitted corrections. Once the 250
threshold has been met, filers are required
to submit any returns of 250 or more mag-
netically or electronically. However, if a
waiver for original documents is ap-
proved, any corrections for the same type

1007_2N IP R

of returns will be covered under this
waiver.

.04 Generally, only the payer may sign
the Form 8508. Atransmitter may sign if
given power of attorney; however, aletter
signed by the payer stating this fact must
be attached to the Form 8508.

.05 Atransmitter must submit a sep-
arate Form 8508 for each payer. Do
not submit alist of payers.

.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 pro-
vide exemption from magnetic media fil-
ing for the current tax year only. Payers
may not apply for awaiver for more than
one tax year at atime; application must
be made each year awaiver is necessary.

.08 Form 8508 may be photocopied or
computer-generated as long as it contains
all the information requested on the origi-
nal 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 case-
by-case basis and are approved or denied
based on criteria set forth under section
6 0 11(e) of the Internal Revenue Code.
The transmitter must allow a minimum of
30 days for IRS/MCC to respond to a
waiver request.

12 If awaiver regquest is approved, the
transmitter should keep the approval letter
on file. Thetransmitter should not
send a copy of the approved waiver to
the service center wh erethepaper re-
turnsarefiled.

.13 An approved waiver from filing
information returns on magnetic media
does not provide exemption from all fil-
ing. The payer must timely file informa-
tion returns on acceptable paper forms
with the appropriate service center.

.14 Desert Storm/Operation Joint
Guard (OJG) [See Note] (Bosnia Re-
gion) Contributions — If a payer is re-
quired to file a Form 5498 magnet-
ically/electronically,thepayer may
request an automatic waiver to file
Forms 5498 on paper for participants of
Desert Storm or Operation Joint Guard.
The payer should clearly mark Desert
Storm or Operation Joint Guard on the
waiver request form.

10

0 Note: Military personnel under Op-
eration Joint Guard (OJG) will be
treated the same as military personnel
under Operation Joint Endeavor (OJE)
for purposes of Publication L. 104-117
and Rev. Proc. 96-34.

Sec. 6. Vendor List

.01 IRS/MCC prepares alist of ven-
dors who support magnetic media or elec-
tronic filing. The Vendor List (Pub. 1582)
contains the names of service bureaus that
will produce files on the prescribed types
of magnetic media or via electronic filing.
It also contains the names of vendors who
provide software packages for payers who
wish to produce magnetic media or elec-
tronic files on their own computer sys-
tems. Thislistiscompiled as a courtesy
and in no way implies IRS/MCC approval
or endorsement.

O Note: If filersmeet thefiling re-
g u i rements and engage a service bu-
reau to prepare media on their behalf,
thefilers should be careful not to re-
p ort duplicate data, which may cause
penalty noticesto be generated.

.02 The Vendor List may be updated in
print every other year. The most recently
printed copy will be available by contact -
ing IRSYMCC at (304) 263-8700 or by
way of a letter (see Part A, Sec. 3.) The
most current Vendor List is available for
downloading from the Information Re -
p o rting Program-Bulletin Board System
(refer to Part D).

.03 A vendor, who offersasoftware
package, has the ability to produce mag-
netic media for customers, or has the ca-
pability to electronically file information
returns, and would like to be included on
the list, must submit a written request to
IRS/MCC. The request should be submit-
ted by August 15 and must include:

(a) Company name

(b) Address (include city, state, and
Z1Pcode)

(c) Telephone number (include area
code)

(d) Contact person

(e) Type(s) of service provided (e.g.,
service bureau and/or software)

(f) Type(s) of media offered (e.g.,
magnetic tape or tape cartridge, 5
1/4- or 3 1/2-inch diskettes, or
electronic filing)

(9) Type of return
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.04 Thevendor list isupdated annually. Therefore, any changes to information already on the vendor list must also be received
by IRS/MCC no later than August 15 to be included on the most current vendor list.

Sec. 7. Form 4419, Application for Filing Information Returns Magnetically/Electronically

.01 Transmitters are required to submit Form 4419, Application for Filing Information Returns Magnetically/Electronically, to re-
guest authorization to file information returns with IRSIMCC. Asingle Form 4419 should be filed no matter how many types of re-
turns the transmitter will be submitting magnetically/electronically. For example, if atransmitter plansto file Forms 1099-INT, one
Form 4419 should be submitted. If, at alater date, another type of form (Form 1098, 1099 series, 5498, and W—-2G) isto befiled, the
transmitter does not need to submit a new Form 4419,

EXCEPTIONS
An additional Form 4419 isrequired for filing each of the following types of returns. Forms 1042-S, 8027, and W—4.

FORM TITLE EXPLANATION
1042-S Foreign Person’s U.S. Source Income Payments subject to withholding under Chapter 3 of the Code,
Subject to Withholding including interest, dividends, royalties, pensions, and annuities,

gambling winnings and compensation for personal services.

8027 Employer’s Annual Information Return Receipts from food or beverage operations, tips

of Tip Income and Allocated Tips reported by employees, and allocated tips.
w4 Empl oy ee’sWithholding Allowance Forms received during the quarter from employees till employed
(See Note) Certifice at the end of the quarter who claim the following:

(8) More than 10 withholding allowances or
(b) Exempt status and wages normally would be more than $200
aweek.

O Note: Employersarenot required to send other Forms W—4 unless notified to do so by the IRS.

.02 Magnetic tape, tape cartridge, diskette, and electronically filed returns may not be submitted to IRS/MCC until the application
has been approved. Please read the instructions on the back of Form 4419 carefully. AForm 4419 isincluded in the Publication 1220
for the filer’'suse. Thisform may be photocopied. Additional forms may be obtained by calling 1-800- TAX-FORM (1-800-829-
3676).

.03 Upon approval, afive-character alpha/numeric Transmitter Control Code (TCC) will be assigned and included in an approval
letter. The TCC must be coded in the Payer “A” Record. If atransmitter uses more than one TCC to file, each TCC must be re-
ported on separate media or in separate transmissionsiif filing electronically.

.04 Annually, 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.

.05 If any of the information (name, TIN or address) on the Form 4419 changes, please notify IRS/MCC in writing so that the
IRS/MCC database can be updated. However, a change in the method by which information returns are being submitted is not in-
formation which needs to by updated (i.e., tape to disk, disk to BBS). The transmitter should include the TCC in all correspondence.

.06 Form 4419 can be submitted any time during the year; however, it must be submitted to IRS/MCC at least 30 days before the
due date of the return(s) for current year processing. For documentsto befiled electronically using IBM 3780 bisynchronous
protocols, Form 4419 must be submitted at least 45 days prior to the due date of thereturns (See Part C, Sec. 2). Thiswill
allow IRS/MCC the minimum amount of time necessary to process and respond to applications. In the event that computer equip-
ment or software is not compatible with IRS/MCC, awaiver may be requested to file returns on paper documents.

.07 IRS/MCC encourages transmitters who file for multiple payers to submit one application and to use the assigned TCC for all
payers. Include alist of al payers and TINs with the Form 4419.

.08 If apayer’sfiles are prepared by a service bureau, the payer may not need to submit an application to obtain a TCC. Some
service bureaus will produce files, code their own TCC on the media, and send it to IRS/MCC for the payer. Other service bureaus
will prepare magnetic media and return the media to the payer for submission to IRS/MCC. These service bureaus may require the
payer to obtain a TCC to be coded in the “A” Record. Payers should contact their service bureaus for further information.

.09 Once atransmitter is approved to file magnetically or electronically, it is not necessary to reapply each year unless:

(a) The payer has discontinued filing magnetically or electronically for three years; the payer’s TCC may have been reassigned
by IRS/MCC. Payerswho are aware that the TCC assigned will no longer be used, are requested to notify IRS/MCC so
these numbers may be reassigned.

(b) The payer’s magnetic media files were transmitted in the past by a service bureau using the service bureau’ sTCC, but now
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the payer has computer equipment compatible with that of IRS/MCC and wishes to prepare his or her own files. The payer
must request a TCC by submitting Form 4419.

.10 One Form 4419 may be submitted regardless of how many types of media or methods are used to file the returns. Multiple
TCCswill only beissued to payerswith multiple TIN. Only one TCC will beissued per TIN.

.11 In accordance with Regulations section 1.6041-7(b), payments by separate departments of a health care carrier to providers of
medical and health care services may be reported on separate returns on magnetic media. In this case, the headquarters will be con-
sidered the transmitter, and the individual departments of the company filing reports will be considered payers. Asingle Form 4419
covering all departments filing on magnetic media should be submitted. One TCC may be used for all departments.

.12 Approval to file does not imply endorsement by IRS/MCC of any computer software or of the quality of tax preparation ser-
vices provided by a service bureau or software vendor.

Sec. 8. Test Files

.01 IRS/MCC does not require test files, except for filers wishing to participate in the Combined Federal/State Filing Program
(see Part A, Sec. 16, for further information concerning the Combined Federal/State Filing Program).
.02 IRS/MCC encourages first-time magnetic media or electronic filers to submit atest. The test filemust consist of a sample of
each type of record:
(a) Payer “A” Record (must not be fictitious data)
(b) Multiple Payee “B” Records (at least 11 “B” Records per each “A” Record)
(c) End of Payer “C” Record
(d) State Totals“K” Record, if participating in the Combined Federal/State Filing Program
(e) End of Transmission “F’ Record

(See Part B for record formats.)

.03 Usethe Test Indicator “T” in Field Position 32 of the “A” Record to show that thisis atest file.

.04 IRS/MCC will check thefile to ensure it meets the specifications of this revenue procedure. For current filers, sending a test
file will provide the opportunity to ensure that their software reflects any programming changes.

If unable to submit a magnetic or electronic test file, a hardcopy printout that shows a sample of each record type (A, B, C, and F)
may be submitted. The hard copy print test is not acceptable for Combined Federal/State Filing approval.

.05 Tests should be sent to IRS/MCC between November 1 and December 31. Thetest file must be received at MCC by Decem-
ber 31 in order to be processed. Filers may begin submitting test tapes and diskettes after October 1; however, the data will not be
processed until on or after November 1.

.06 For testsfiled electronically, the transmitter must send the signed Form 4804, Transmittal of Information Returns Reported
Magnetically/Electronically, the same day the transmission ismade. For tests filed on magnetic tape, tape cartridge, 8mm, 4mm, and
quarter inch cartridge, 5 1/4- and 3 1/2-inch diskette, the transmitter must include the signed Form 4804 in the same package with
the corresponding magnetic media. Mark the“ TEST” box in block 1 on the form. Also, mark “TEST” on the external medialabel.

If submitting a hard copy printout, mark the printout as“TEST” and include name, telephone number, and address of a person
who can be contacted to discuss its acceptability.

.07 IRS/MCC will send aletter of acknowledgment to indicate the test results. Unacceptable magnetic media files, along with
documentation identifying the errors, will be returned. Resubmission of test files must be received by IRS/MCC no later than De-
cember 31.

.08 Successfully processed mediawill not be returned to filers.

Sec. 9. Filing of Information Returns Magnetically/Electronically and Retention Requirements

.01 Form 4804, Transmittal of Information Returns Reported Magnetically/Electronically, Form 4802, Transmittal of Information
Returns Reported Magnetically/Electronically (Continuation), or a computer-generated substitute, must accompany all magnetic
media shipments. For electronic transmissions, the Form 4804 and Form 4802, if applicable, must be sent the same day as the elec-
tronic transmission. Form 4802, Transmittal of Information Returns Reported Magnetically/Electronically (Continuation), is a con-
tinuation of Form 4804 and should only be used if the filer is reporting more than five types of returns and/or more than five payers.
Form 4802 is not a stand-alone form; it can only accompany Form 4804.

.02 IRS/MCC alowsfor the use of computer-generated substitutes for Form 4804/4802 (See Note). The substitutes must contain
all information requested on the original forms including the affidavit and signature line. Photocopies are acceptable but an original
signature is required.

O Note: When using computer-gener ated forms, be sureto mark very clearly which tax year isbeing reported. Thiswill
eliminate a phone communication from IRS/MCC to question the tax year.

.03 Atransmitter may report for any combination of payers and/or documents in a submission. For example, if reporting Forms
1099-INT for Bank A, Forms 1099-DIV for Bank B, and Forms 1098 for Bank C, three separate tapes or diskettes need not be cre-
ated. All three banksand all types of documents can be coded on one tape or diskette aslong as each filing entity or type of returnis
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separated by an “A” Record. Only one“F" record may be used at the end of atransmission. Multiple tapes or diskettes can be sent
in one package. Filers must include Form 4804, 4802, or computer-generated substitute with their shipment.

.04 Multiple types of mediamay be submitted in a shipment. However, submit a separate Form 4804 for each type of media.

.05 Current and prior year data may be submitted in the same shipment; however, each tax year must be on separate media, and a
separate Form 4804 must be prepared to clearly indicate each tax year.

.06 Filerswho have prepared their information returns in advance of the due date are encouraged to submit thisinformation to
IRS/MCC no earlier than January 1 of the year the return is due.

.07 Do not report duplicateinformation. If afiler submitsreturns magnetically/electronically, identical paper documents
must not befiled. Thismay result in erroneous penalty notices.

.08 Form 4804 may be signed by the payer or the transmitter, service bureau, paying agent, or disbursing agent (all hereafter re-
ferred to as agent), on behalf of the payer. Anagent may sign the Form 4804 if the agent has the authority to sign the affidavit under
an agency agreement (either oral, written, or implied) that is valid under state law and adds the caption “FOR: (name of payer).”

O Note: Failureto sign the affidavit on Form 4804 may delay processing or could result in the files being returned un-
processed.

.09 Although an authorized agent may sign the affidavit, the payer is responsible for the accuracy of the Form 4804 and the re-
turnsfiled. The payer will be liable for penalties for failure to comply with filing requirements.

.10 A self-adhesive external media label, created by the filer, must be affixed to each tape and diskette. (IRSno longer provides
self-adhesive labels for this purpose.) For instructions on how to prepare an external media label, refer to Notice 210 in the forms
section. If diskettes are used, and the operating system is not MS-DOS compatible, the operating system and hardware information
must be provided. Failure to provide thisinformation may result in the diskettes being returned to thefiler.

.11 On the outside of the shipping container, affix or attach alabel whichreads|RB Box ___of _ reflecting the number of con-
tainersin the shipment. (Filers can create a label with thisinformation or cut out one of the labels on the special label page provided
in this publication. IRSno longer provides self-adhesive labels for this purpose.) If thereisonly one container, mark the outside as
Box 1 of 1. For multiple containers, include the sequence (for example, Box 1 of 3, 2 of 3, 3 of 3).

.12 When submitting files include the following:

(@) A signed Form 4804;

(b) Form 4802, if applicable;

(c) External medialabel (created by filer) affixed to magnetic media;
(d) IRB of outside label.

O Note: SeePartsC and D forElectronic Submission Requirements.

.13 If returns from different locations (using the same name and TIN) are submitted on the same file, IRS encourages the filer to
consolidate each type of information return under one “A” Record. For example, al “B” Records for the same type of return should
be together under one “A” Record and followed by the End of Payer “C” Record.

.14 IRS/MCC will not pay for or accept “ Cash-on-Delivery” or “Charge to IRS’ shipments of tax information that an individual
or organization is legally required to submit.

.15 Payers should retain a copy of the information returns filed with IRS or have the ahility to reconstruct the datafor at least 3
years from the reporting due date, with the exception of Form 1099-C. Afinancia entity must retain a copy of Form 1099-C, Can-
cellation of Debt, or have the ahility to reconstruct the data required to be included on the return, for at least 4 years from the date
such returnis required to be filed. Whenever backup withholding is imposed, a4 year retention is required.

Sec. 10. Due Dates

As aresult of due dates for Tax Year 1997 falling on weekends in 1998, the information returns, the recipient copies, and the partic-
ipant copies will be treated as timely if filed or furnished on or before the following dates:

Forms 1098, 1099 and W-2G
Recipient Copy — February 2, 1998
IRS Copy —March 2, 1998

Forms 5498 and 5498-M SA
Participant Copy —June 1, 1998
IRS Copy —June 1, 1998
(5498 Only for fair market value — February 2, 1998)

.01 Theduedatesfor filing paper returns with IRS also apply to magnetic media or electronic filing. Filing of information returns
ison acalendar year basis, except for Forms 5498 and 5498-MSA, which are used to report amounts contributed during or after the
calendar year (but not later than April 15).

.02 If any due date falls on a Saturday, Sunday or legal holiday, the return or statement is considered timely if filed or furnished
on the next business day (i.e., the next day that is not a Saturday, Sunday, or legal holiday).
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.03 Information returns filed magnetically/electronically for Forms 1098, 1099, and W-2G must be submitted to IRS/MCC post-
marked on or before March 2, 1998.

.04 Returns postmarked by the United States Postal Service (USPS) on or before March 2, 1998, and delivered by United Sates
mail to the IRSMCC after the due date, are treated as timely under the “ timely mailing astimely filing” rule. A similar rule applies
to items delivered by private delivery services (PDSs) designated by the IRS. A PDS must be designated by the IRS before it will
qualify for the timely mailing rule. Designation is determined with respect to each type of delivery service offered by a PDS(e.g.,
next day delivery, two day delivery, etc.). Notice 97-26, 1997-17 |.R.B. 6, provides thefirst list of designated PDSs and the types of
delivery services designated. Designation is effective until the IRSissues a revised list of designated PDSs. Notice 97—26 also pro-
vides rules for determining the date that is treated as the postmark date. For items delivered by a non-designated PDS, the actual
date of receipt by IRIMCC will be used asthefiling date. For items delivered by a designated PDS, but through a type of service
not designated in Notice 97-26, the actual date of receipt by IRSYMCC will be used as the filing date. The timely mailing rule also
applies to furnishing statements to recipients and participants and filing Forms 5498 and 5498-MSA.

.05 Statements to recipients must be furnished on or before February 2, 1998 for TY97. Form 5498 statements to the participants
must be furnished on or before February 2, 1998 for TY97 for the fair market value of the account and by June 1, 1998 for TY97 for
contributions made to IRAs for the prior calendar year.

.06 Forms 5498 and 5498-MSA filed magnetically or electronically must be filed with IRSMCC on or before June 1, 1998 for TY97.
Form 5498 and 5498-MSA are filed for contributions to be applied to 1997 that are made January 1, 1997, through April 15, 1998,
and/or to report the fair market value of the IRA, SEP, or SMPLE or the medical savings account.

.07 Use this revenue procedure to prepare information returns filed magnetically or electronically beginning January 1, 1998, and
received by IRS/MCC no later than December 31, 1998.

Sec. 11. Extensions of Time

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

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

.03 Reguesting an extension of time for multiple payers (50 or less) may be done by submitting Form 8809 and attaching alist of
the payer names and their TINs (EIN or SSN). Thelisting must be attached to ensurethat the extension isrecorded for all pay-
ers. Form 8809 may be computer-generated or photocopied. Be sure that all the pertinent information is included.

.04 Requestsfor an extension of time to file for more than 50 payers are required to be submitted magnetically or electronically
(See Note). Reguests for an extension of time for 10 to 50 payers are encouraged to be filed magnetically or electronically. (See
Part E, Sec. 3, for the record format.) The request may be filed on tape, tape cartridge, 5 1/4- or 3 1/2-inch diskette, or electronically
through the IRP-BBS or mainframe.

O Note: If afiler doesnot havean IRSMCC assigned TransmitterControl Code (TCC), aForm 4419, ApplicationforFiling
Information ReturnsMagnetically/Electroni cal | y, must be submitted to obtain a TCC. Thisnumber must be used to submit
an extenson request magnetically/dectronically.

.05 Amagnetically filed request for an extension of time should be sent using the following addresses:

If by Postal Service:
IRS-Martinsburg Computing Center
Information Reporting Program
Attn: Extension of Time Coordinator
P. O. Box 879, MS-360
Kearneysville, WV 25430

If by private delivery service:
IRS-Martinsburg Computing Center
Information Reporting Program
Attn: Extension of Time Coordinator
Route 9 and Needy Road, MS-360
Martinsburg, WV 25401

.06 Requests for extensions of time for multiple payers will be responded to with one approval letter, accompanied by alist of
payers covered under that approval.

.07 Assoon asit isapparent that a 30-day extension of time to file is needed, Form 8809 may be submitted. It will take amini-
mum of 30 days for IRS/MCC to respond to an extension request. Under certain circumstances, areguest for an extension of time
could be denied. When adenial letter isreceived, any additional or necessary information may be resubmitted within 20 days.

.08 If an additional extension of time is needed, a second Form 8809 must be submitted before the end of theinitial extension.
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Line 7 on the form should be checked to indicate that an additional extension is being requested. Asecond 30-day extension will be
approved only in cases of extreme hardship or catastrophic event. When requesting a second 30-day extension of time, do not hold
your fileswaiting for a response.

.09 Form 8809 must be postmarked no later than the due date of the return for which an extension isrequested. |f requesting
an extension of time to file severa types of forms, use one Form 8809, but the Form 8809 must be postmarked no later than the ear-
liest due date. For example, if requesting an extension of time to file both Forms 1099-INT and 5498, submit Form 8809 post-
marked on or before February 28. Complete more than one Form 8809 to avoid this problem.

.10 If an extension request is approved, the approval letter should be kept on file. The approval |etter or copy of the approval let-
ter for extension of time should not be sent to IRS/M CC with the magnetic mediafile or to the service center where the paper returns
arefiled.

.11 Request an extension for only one tax year.

.12 The extension request must be signed by the payer or a person who is duly authorized to sign areturn, statement or other doc-
ument for the payer.

.13 Failureto properly complete and sign the Form 8809 may cause delays in processing the request or result in adenial. Care-
fully read and follow the instructions on the back of the Form 8809.

.14 Form 8809 may be obtained by calling 1-800-TAX-FORM (1-800-829-3676).

.15 Request an extension of time to furnish the statements to recipients of Forms 1098, 1099, 5498, W-2G, W-2, and 1042-S by
submitting aletter to IRS/MCC containing the following information:

(a) Payer name

(b) TIN

(c) Address

(d) Type of return

(e) Specify that the extension request is to provide statements to recipients.
(f) Reason for delay

(g) Signature of payer or person duly authorized

Requestsfor an extension of time to furnish the statements for Forms 1098, 1099, 5498, W—2G, W-2, and 1042-S to recipients are not
automatically approved; however, if approved, generally an extension will allow a maximum of 30 additiona days from the due date to
furnish the statementsto the recipients. The request must be postmarked by the date on which the statements are due to the recipients.

Sec. 12. Processing of Information Returns Magnetically/Electronically

.01 All datareceived at IRS'MCC for processing will be given the same protection as individual income tax returns (Form 1040).
IRS/MCC will process the data and determine if the records are formatted and coded according to this revenue procedure.

.02 If the datais formatted incorrectly, the file will be returned for replacement accompanied with a Media Tracking Slip (Form
9267). When mediais returned, it is because IRS/MCC encountered errors (not limited to format) and 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 files. Apenalty for failureto file correct information returns by the due date will be as-
sessed if the files are not corrected and returned within the 45 days or if theincorrect filesare returned by IRSMCC for replace
ment mor e than two times. A penalty for intentional disregard of filing requirements will be assessed if areplacement fileis not re-
ceived. (For penalty information, refer to the Penalty section of the 1997 “Ingructionsfor Forms 1099, 1098, 5498, andW —-2G." )

.04 Sample records identifying errors encountered will be provided with the returned media. It isthe responsibility of the trans-
mitter to check the entire file for similar errors.

.05 The following definitions have been provided to help distinguish between a correction and a replacement:

* A correction is an information return submitted by the transmitter to correct an information return that was previously submit-

ted to and processed by IRS/MCC, but contained erroneous information.

* A replacement is an information return file that IRS/MCC has returned to the transmitter due to errors encountered during pro-
cessing. After necessary changes have been made, the file must be returned for processing along with the Media Tracking Slip
(Form 9267) which was included in the shipment from IRSMCC.

* Filersshould never send anything to IRS/M CC marked “ Replacement” unless|IRS/ M CC returned media to them.

.06 IRS/MCC will not return media after successful processing. Therefore, if the transmitter wants proof that IRS/MCC received

a shipment, the transmitter should select a service with tracking capabilities or one that will provide proof of delivery.

.07 IRS/IMCC will work with filers as much as possible to assist with processing problems.

O Note: If thefiler iscontacted by IRS/MCC, a prompt responseisimportant. IRS/MCC may have information that the
filer needsto correct hisorher file.

.08 IRS/IMCC contacts payers who have submitted payee data with missing TINs in an attempt to prevent errors that could result
in penalties. Payers who submit data with missing TINs and have taken the required steps to obtain this information are encouraged
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to attach aletter of explanation to the required Form 4804. Thiswill prevent unnecessary contact from IRS/MCC. This letter, how-
ever, will not prevent backup withholding notices (CP2100 or CP2100ANotices) or penalties for missing or incorrect TINS.
.09 Do not use specia shipping containers for transmitting datato IRS/MCC. Shipping containers will not be returned.

Sec. 13. Corrected Returns
.01 The magnetic mediafiling requirements of 250 information returns applies separately to both original and corrected returns.

If a payer has 100 Forms 1099-Ato be corrected, they
can be filed on paper since they fall under the 250
threshold. However, if the payer has 300 Forms
1099-B to be corrected, they must be filed magneti-
cally or electronically since they meet the 250 thresh-
old. If for some reason a payer cannot file the 300
corrections on magnetic media, to avoid penalties, a
request for a waiver must be submitted before filing
on paper. If awaiver isapproved for original docu-
ments, any corrections for the same type of return will
be covered under this waiver.

mrro<X>XMm

.02 Corrections should befiled as soon as possible. Corrections filed after August 1 may be subject to the maximum penalty of
$50 per return. Corrections filed prior to August 1 may be subject to alesser penalty. (For information on penalties, refer to the
Penalty Section of the1997 “Instructions for Forms 1099, 1098, 5498, and W-2G.”) However, if payers discover errors after August
1, they may still be required to file corrections so that they will not be subject to a penalty for intentional disregard of the filing re-
quirements. Failure to correct information returns may result in penalties for failure to provide correct information. All fields must
be completed with the correct information, not just the data fields needing correction. Submit corrections only for the returns
filedin error, not the entire file. Furnish corrected statements to recipients as soon as possible.

.03 There are numerous types of errors, and in some cases, more than one transaction may be required to correct the initial error.
If theoriginal return wasfiled as an aggregate, the filers must considerthisin filing corrected returns.

.04 Corrected returns may be included on the same medium as original returns; however, separate “ A” Records are required. Cor-
rected returns must be identified on the Form 4804 and the external medialabel by indicating “ Correction.”

O Note: If filersdiscover that certain information returnswere omitted on their original file, they must not code these
documentsas corrections. Thefile must be coded and submitted asoriginals.

.05 If apayer discovers errors for prior years that affect alarge number of payees, in addition to sending IRS the corrected returns
and notifying the payees, a letter containing the following information should be sent to IRSMCC:
(&) Name and address of payer
(b) Type of error (please explain clearly)
(c) Tax year
(d) Payer TIN
(e) TCC
(f) Typeof Return
(g) Number of Payees

Thisinformation will be forwarded to the appropriate office in an attempt to prevent erroneous notices from being sent to the pay-
ees. The correction must be submitted on an actual information return document or filed magnetically/electronically. Provide the
correct tax year in Box 2 of the Form 4804 and on the external media label.

.06 Prior year data, original and corrected, must be filed according to the requirements of this revenue procedure. If submitting
prior year corrections, use the record format for the current year and submit on separate media. However, use the actual year desig-
nation of the correction in Field Positions 2—3. If filing electronically, a separate transmission must be made for each tax year.

.07 In general, filers should submit corrections for returns to be filed within the last three calendar years (four years if the pay-
ment is a reportable payment subject to backup withholding under section 3406 of the Code).

.08 All paper returns, whether original or corrected, must be filed with the appropriate service center.

.09 Form 4804 and Form 4802 (if applicable), must be submitted with corrected files submitted magnetically or electronically.

.10 The“B” Record provides a 20-position field for the Payer’s Account Number for the Payee. This number will help identify
the appropriate incorrect return if more than one return isfiled for a particular payee. Do not enter a TIN in thisfield. A payer's
account number for the payee may be a checking account number, savings account number, serial number, or any other number as-
signed to the payee by the payer that will distinguish the specific account. This number should appear on the initial return and on the
corrected return in order to identify and process the correction properly.

.11 The record sequence for filing correctionsis the same as for origina returns.
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.12 Review the chart that follows. Errors normally fall under one of the two categories listed. Next to each type of error made is
alist of instructions on how to file the corrected return.

Guidelinesfor Filing Corrected Returns Magnetically/Electronically

Error Made on the Original Return How To File the Corrected Return

Two (2) separate transactions are required to make the following corrections properly. Follow the directionsfor both
Transactions 1 and 2. (SeeNotel)

1. Original return was filed with one or more of the following Transaction 1: Identify incorrect returns

errors: A. Prepare anew Form 4804/4802 that includes information

() No payee TIN (SSN or EIN) related to thisfile.

(b) Incorrect payee TIN B. Mark “Correction” in Block 1 of Form 4804.

(c) Incorrect payee name C. Prepare anew file. Make aseparate“A” Record for each

(d) Wrong type of return indicator type of return being reported. The information in the“A”
Record will be exactly the same asit wasin the original sub-
mission.

D. The Payee “B” Record must contain exactly the same in-
formation as submitted previously, except, insert a“G” in
Field Position 7 of the “B” Record, and for all payment
amounts, enter “0” (zero).

E. Corrected returns submitted to IRS/MCC using a“G”
coded “B” Record may be on the same tape or diskette as
those returns submitted without the “G” code; however,
separate“A” Records are required.

Transaction 2: Report the correct information

A. Prepare anew file with the correct information in al records.

B. Make a separate “A” Record for each type of return and
each payer being reported.

C. The“B” Record must show the correct information as well
asa“C” inField Position 7.

D. Corrected returns submitted to IRS/MCC using a“C”
coded “B” Record may be on the same tape or diskette as
those returns submitted without the “C” code; however,
separate“A” Recordsarerequired.

E. Preparea“C” Record.

F. Indicate “Correction” on the external medialabel.

O Notel: Payerswho can show that they havereasonable cause (defined in theregulations under sections 67216724 of the
Internal Revenue Code) arenot req u i red to make correctionsfor returnsfiled with amissing or incor rect nameand/or TIN.
These payer s should changetheirrecordsin order to submit correct information in thefuture. Payerswho cannot show reason-
able cause ar e encour aged to make correctionsfor the current processing year by August 1 to reduce applicable penalties. Cor-
rectionsfiled by August 1 will reduce the $50 perreturn penalty forfiling returnswith missing ori n cor rect information to $30 or
$15if filed within 30 days. (Forpenalty information, ref er to the Penalty section of the 1997 “ I nstructions for For ms 1099, 1098,
5498, and W—2G.”) Correctionsfiled after August 1 will not reduce the penalty but will allow IRSto updatethepayeg srecor ds.
Theregulationsfor RC sections 67216724 are available in Publication 1586, Reasonable Cause Regulationsand Requirement s
as They Apply to Missing and Incorrect TINs. The publication may be obtained by calling 1-800-TAX-FORM (1-800-829-3676).

Onetransaction isrequired to makethe following corrections properly (See Note 2).

2. Original return was filed with one or more of the following A. Prepare anew Form 4804/4802 that includes information
errors: relating to this new file.
(a) Incorrect payment amount codesin the“A” Record B. Mark “Correction” in Block 1 of Form 4804.
(b) Incorrect payment amountsin the “B” Record C. Prepare anew file. Make separate “A” Records for each
(c) Incorrect code in the document specific/distribution type of return being reported. Information in the “A”
code field in the“B” Record Record may be the same as it was in the original submis-
(d) Incorrect payee address sion.
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(e) Direct sdlesindicator D. The“B” Record must show the correct information as well
asa“G" inField Position 7.

E. Corrected returns submitted to IRS/MCC using a“G”
coded “B” Record may be on the same tape or diskette as
those returns submitted without the “G” code; however,
separate“A” Recordsarerequired.

F. Preparea“C” Record.

G. Mark “Correction” on the external medialabel.

O Note2: If afiler iscorrectingthe nameand/or TIN in addition to any errorslisted in item 2 of the chart, then two trans-
actionswill berequired. If afiler isreporting “G” coded, “C” coded, and/or “Non-coded” (original) returnson the same
media, they must bereported under separate“A” Records.

Sec. 14. Taxpayer Identification Number (TIN)

.01 Section 6109 of the Internal Revenue Code requires a person to furnish his’her TIN to the person obligated to file the infor-
mation return.

.02 The payee’sTIN and name combination is used to associate information returns reported to IRS/MCC with corresponding in-
formation on tax returns. It isimperative that correct Social Security Number (SSN), Individual Tax Identification Number (ITIN),
and Employer Identification Number (EIN), for payees be provided to IRS/MCC. Do not enter hyphensor alpha characters. En-
tering all zeros, ones, twos, etc., will have the effect of an incorrect TIN.

.03 The payer and payee names with associated TINs should be consistent with the names and TINs used on other tax returns.
Also, the name and TIN provided must belong to the owner of the account. If the account is recorded in more than one name, furnish
the name and TIN of one of the owners of the account. The TIN provided must be associated with the name of the payee provided
in the first name line of the “B” Record. For individuas, the payee TIN is generaly the payee’'s Social Security Number. For other
entities, the payee TIN is the payee's Employer Identification Number. For sole proprietors, the payee TIN may be either an SSN or
EIN but the sole proprietor’s name (not the business name) must be used on the first nameline.

.04 Failureto provide the correct name and corresponding TIN could result in a penalty and/or backup withholding notice (some-
timesreferred to asa“B” Notice). (For penalty information, refer to the Penalty section of the 1997 “Instructions for Forms 1099,
1098, 5498, and W—2G.” For “B” Notice information, refer to the Backup Withholding section of the same publication.)

.05 Thefollowing chartswill help payers determine the TIN to be furnished to IRS/MCC for those persons for whom they are re-
porting information (payees).

Chart 1. Guidelinesfor Social Security Numbers

In the Taxpayer Identification Number

Field of the Payee “B” Record, enter In the First Payee Name Line of the
For this type of account- the SSN of - Payee“B” Record, enter the name of -
1. Individua The individual Theindividual
2. Joint account (Two or moreindivid-  The actual owner of the account or, The individual whose SSN is entered
uals, including husband and wife) if combined funds, the first individual
on the account
3. Custodian account of a minor (Uni- The minor The minor
form Gift, or Transfers, to Minors Act)
4. The usual revocable savings trust The grantor-trustee The grantor-trustee
account (grantor is also trustee)
5. Aso-called trust account that isnota ~ The actual owner The actual owner
legal or valid trust under state law
6. Sole proprietorship The owner (An SSN or EIN) The owner, not the business name (the filer
may enter the business name on the second
name line).
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Chart 2. Guidelinesfor Employer Identification Numbers

In the Taxpayer |dentification Number

Field of the Payee “B” Record, enter In the First Payee Name Line of the
For this type of account- the EIN of- Payee“B” Record, enter the name of -

1. Avalid trust, estate, or pensiontrust ~ Thelegal entity® The legal trust, estate, or pension trust'

2. Corporate The corporation The corporation

3. Association, club, rdligious, charitable,  Theaganization The organization

educationd, or other tax-exempt organi za-

tion

4. Partnership account The partnership The partnership

held in the name of the business

5. Abroker or registered nominee/ The broker or nominee/middieman The broker or nominee/middieman

middleman

6. Account with Department of A gri cul - The public entity The public entity

ture in the name of a public entity

(such as a state or local government,

school district, or prison), that receives

agriculture program payments

7. Sole proprietorship The business (An EIN or SSN) The owner, not the business name (the filer
may enter the business name on the second
name line).

*Do not furnish the identification number of the personal representative or trustee unless the name of the representative or trustee is
used in the account title.

Sec. 15. Effect on Paper Returns and Statements to Recipients

.01 Magnetic/electronic reporting of information returns eliminates the need to submit paper documents to the IRS. CAUTION!
Do not send Copy Aof the paperformsto IRS/MCC in addition to magnetic media and electronic filing. Thiswill result in du-
plicate filing; therefore, erroneous notices could be generated.

.02 Payersareresponsiblefor providing statements to the recipients as outlined in the 1997 “ Instructions for Forms 1099, 1098, 5498,
and W-2G.” Refer to theseingtructions for filing information returns on paper with the IRS and furnishing statements to recipients.

.03 Statements to recipients should be clear and legible. If the official IRS form is not used, the filer must adhere to the specifi-
cations and guidelinesin Publication 1179, “Rules and Specifications for Private Printing of Substitute Forms 1096, 1098, 1099 se-
ries, 5498, and W-2G.”

Sec. 16. Combined Federal/State Filing Program

.01 The Combined Federal/State Filing Program was established to simplify information returns filing for the taxpayer.
IRS/MCC will forward this information to participating states free of charge for approved filers. Separate reporting to those statesis
not necessary. The following information returnsmay not be filed under this program:

Form 1098 — Mortgage Interest Statement

Form 1099-A— Acquisition or Abandonment of Secured Property

Form 1099-B — Proceeds From Broker and Barter Exchange Transactions
Form 1099-C — Cancellation of Debt

Form 1099-L TC — Long-Term Care and Accelerated Death Benefits

Form 1099-MSA — Distributions From Medical Savings Accounts

Form 1099-S — Proceeds From Real Estate Transactions

Form 5498-MSA — Medical Savings Account Information

Form W—2G — Certain Gambling Winnings
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.02 Torequest approval to participate, a magnetic media or electronic test file coded for this program must be submitted to
IRS/MCC between November | and December 31. Hard copy print tests are not acceptable for Combined Federal/State Filing
approval.

.03 Attach aletter to the Form 4804 submitted with the test file to indicate a desire to participate in this program.

.04 Atest fileisonly required for the first year. Each record, both in the test and the actual data file, must conform to this revenue
procedure.

.05 If thetest fileis acceptable, IRS/MCC will send the filer an approval letter, and a Form 6847, Consent for Internal Revenue
Service to Release Tax Information, which the payer must complete, sign, and return to IRS/MCC before any tax information can be
released to the state. Filers must write their TCC on Form 6847.

.06 If thetest fileis not acceptable, IRS/MCC will return the mediawith aletter indicating the problems. The replacement test
file must be returned to IRS/MCC on or before December 31.

.07 Aseparate Form 6847 isrequired for each payer. Atransmitter may not combine payers on one Form 6847 even if acting as
Attorney-in-Fact for several payers. Form 6847 may be computer-generated aslong asit includes al information that is on the orig-
inal form or it may be photocopied. If the Form 6847 is signed by an Attorney-in-Fact, the written consent from the payer must
clearly indicate that the Attorney-in-Fact is empowered to authorize release of the information.

.08 Only code the records for participating states and for those payers who have submitted Form 6847.

.09 Some participating states require separate notification that the payer isfiling in this manner. Since IRS/MCC acts as afor-
warding agent only, it isthe payer’sresponsibility to contact the appropriate states for further information.

.10 All corrections properly coded for the Combined Federal/ State Filing Program will be forwarded to the participating states.

.11 Participating states and corresponding valid state codes are listed in Tablel of this section. The appropriate state code must
be entered for those documents that meet the state filing requirements; do not use state abbreviations.

.12 To simplify filing, some of the participating states have provided their information return reporting requirements (see Table
2). Statefiling regulations ar e subject to change by the state. It isthe payer’sresponsibility to contact the participating
statesto verify thecriteria provided in thistable.

.13 Upon submission of the actual files, the transmitter must be sure of the following:
(a) All records should be coded exactly as required by this revenue procedure.
(b) The“C” Record must befollowed by a State Totals “K” Record for each state being reported.
(c) Payment amount totals and the valid participating state code must be included in the State Totals “K” Record.

(d) Thelast “K” Record must be followed by an “A” Record or an End of Transmission “F’ Record (if thisisthe last record
of the entirefile).

Table 1. Participating States And Their Codes

State Code State Code State Code
Alabama 01 lowa 19  North Carolina 37
Arizona 04 Kansas 20  North Dakota 38
Arkansas 05 Maine 23 Oregon 41
Cdlifornia 06 M assachusetts 25  South Carolina 45
Delaware 10 Minnesota 27  Tennessee 47
District of Columbia 11  Mississippi 28  Wisconsin 55
Georgia 13 Missouri 29

Hawaii 15 Montana 30

Idaho 16  New Jersey 34

Indiana 18 New Mexico 35

Table2. Dollar Criteria For State Reporting

1099- 1099- 1099- 1099- 1099-
STATE DIV 1099-G INT MISC OID PATR 1099-R 5498
Alabama $1500 $ NR $1500 $1500 $1500 $1500 $1500 NR
Arkansas 100 2500 100 2500 2500 2500 2500 :
District of Columbia’ 600 600 600 600 600 600 600 NR

1007_2Nn I DR 20 il 2@ 1007



1099 1099— 1099— 1099— 1099
STATE DIV 1099-G INT MISC OID PATR 1099-R 5498
Hawaii 10 a 10 600 10 10 600 a
Idaho NR NR NR 600 NR NR a a
lowa 100 1000 1000 1000 1000 1000 1000 NR
Minnesota 10 10 10 600 10 10 600 a
Mississippi 600 600 600 600 600 600 600 NR
Missouri NR NR NR 1200° NR NR NR NR
Montana 10 10 10 600 10 10 600 a
New Jersey 1000 1000 1000 1000 1000 1000 1000 NR
North Carolina 100 100 100 600 100 100 100 a
Tennessee 25 NR 25 NR NR NR NR NR
Wisconsin NR NR NR 600 NR NR 600 NR

The preceding list is for information purposes only. The state filing requirements are subject to change by the states. For com-
plete information on state filing requirements, contact the appropriate state tax agencies.
Filing requirements for statesin TABLE 1 not shown in TABLE 2 are the same as the federal requirement.

NR = No filing requirement
Footnotes:

a. All amounts are to be reported.

b. Amounts are for aggregates of several types of income from the same payer.
¢. Missouri would prefer those returns filed with respect to non-Missouri residents to be sent directly to their state agency.

Sec. 17. Definition of Terms

Element

Asynchronous Protocols

Bisynchronous Protocols

Correction

Description

This type of data transmission is most often used by micro-
computers, PCs and some minicomputers. Asynchronous
transmissions transfer data at arbitrary time intervals using
the start-stop method. Each character transmitted has its own
start bit and stop bit.

Denotes a blank position. Enter blank(s) when this symbol is
used (do not enter the letter “b”). This appearsin numerous
areas throughout the record descriptions.

For purposes of this publication, these are electronic trans-
missions made using |IBM 3780 protocols. These transmis-
sions must be in EBCDIC character code and use the Bell
208B (4800bps), AT& T 2296A (9600bps) or Hayes OPTIMA
288 V.FC Smartmodem (14400bps) modems. Standard IBM
3780 space compression is acceptable.

A correction is an information return submitted by the trans-
mitter to correct an information return that was previously
submitted to and processed by IRS/MCC, but contained erro-
neous information.

O Note: A correction should not be confused with areplacement. Only mediareturned tothefiler by IRS/MCC dueto
processing problems should be marked replacement.

CUSIP Number

Employer Identification Number (EIN)

Electronic Filing

1007_2N 1P R

A number developed by the Committee on Uniform Security
| dentification Procedures to serve as a common denominator
in communications among users for security transactions and
security information.

Anine-digit number assigned by IRS for federal tax reporting
purposes.

Submission of information returns using switched telecom-
munications network circuits. These transmissions use
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File

Filer
Filing Y ear

Golden Parachute Payment

Incorrect Taxpayer Identification Number (Incorrect TIN)

Individual Taxpayer |dentification Number (ITIN)

Information Return

Magnetic Media

Media Tracking Slip

Missing Taxpayer |dentification Number (Missing TIN)

PS 58 Costs
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modems, dial-up phone lines, and asynchronous or bisyn-
chronous protocols. See Parts A, C, and D of this publication
for specific information on electronic filing.

For purposes of this revenue procedure, afile consists of all
records submitted by a payer or transmitter, either magneti-
cally or electronically.

Person (may be payer and/or transmitter) submitting informa-
tion returnsto IRS.

The actual year in which the information returns are being
submitted to IRS.

A payment made by a corporation to a certain officer, share-
holder, or highly compensated individual when a change in
the ownership or control of the corporation occurs or when a
change in the ownership of a substantial part of the corporate
assets occurs.

ATIN may be incorrect for several reasons:

(@) The payee provided a wrong number or name (e.g., the
payeeis listed as the only owner of an account but pro-
vided someone else’s TIN).

(b) A processing error (e.g., the number or name was typed
incorrectly).

(c) The payee's status changed (e.g., a payee name change
was hot conveyed to the IRS or SSA so that they could
enter the change in their records).

A nine digit number issued by IRSto individualswho arere -
quired to have a U.S. taxpayer identification number but are
not eligible to obtain a Social Security Number (SSN).

The vehicle for submitting required information about an-
other person to IRS. Information returns are filed by financia
institutions and by others who make certain types of pay-
ments as part of their trade or business. The information re-
quired to be reported on an information return includes inter-
est, dividends, pensions, nonemployee compensation for
personal services, stock transactions, sales of real estate,
mortgage interest, and other types of information. For this
revenue procedure, an information return is a Form 1098,
1099-A, 1099-B, 1099-C, 1099-DIV, 1099-G, 1099-INT,
1099-LTC, 1099-MISC, 1099-MSA, 1099-OID,
1099-PATR, 1099-R, 1099-S, 5498, 5498-MSA or W-2G.

For this revenue procedure, the term “magnetic media’ refers
to 1/2-inch magnetic tape; IBM 3480/3490/3490E or AS400
compatible tape cartridge; 8mm, 4mm, and QIC (Quarter
Inch Cartridges) cartridges or 5 1/4- and 3 1/2-inch diskette.

Form 9267 accompanies media that IRS/MCC has returned to
thefiler for replacement due to incorrect format or errors en-
countered when trying to process the media. This must be
returned with the replacement file

The payee TIN on an information return is “missing” if:
(a) thereisnoentry inthe TIN field,

(b) includes one or more alpha characters (a character or
symbol other than an Arabic number) as one of the nine
digits, OR

(c) payee TIN haslessthan nine digits

The current cost of life insurance under a qualified plan tax-
able under section 72(m) and section 1.72—-16(b) of the In-
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Payee

Payer

Replacement

come Tax Regulations. (See Part B, Sec. 7, Payee “B”
Record, Document Specific/Distribution Code, Category of
Distribution, Code 9.)

Person or organization receiving payments from the payer, or

for whom an information return must be filed. The payeein-

cludes a borrower (Form 1099-A), a debtor (1099-C), a poli -
cyholder or insured (Form 1099-LTC), an IRA, SEP, or SIM-

PLE plan participant (Form 5498), and a gambling winner

(Form W-2G). For Form 1098, the payee is the individual

paying the interest. For Form 1099-S, the payeeisthe seller

or other transferor.

Includes the person making payments, a recipient of mort-
gage interest payments, a broker, a person reporting areal es-
tate transaction, a barter exchange, a creditor, atrustee, or is-
suer of an IRA, SEP, or SIMPLE, or alender who acquires an
interest in secured property or who has reason to know that
the property has been abandoned. The payer will be held re-
sponsible for the completeness, accuracy, and timely submis-
sion of magnetic mediafiles.

Areplacement is an information return file that IRS/MCC has
returned to the transmitter due to errors encountered during
processing.

0 Note: Filersshould never submit mediato IRS/M CC marked “ Replacement” unless IRS/M CC returned mediato the
filers. When sending “ Replacement” media, be sureto include the Media Tracking Slip (Form 9267) which will accompany
mediareturned by IRSIMCC. Mediathat has been incorrectly marked as Replacement may result in duplicate filing.

Service Bureau

Social Security Number (SSN)

Specia Character
SSA
Taxpayer Identification Number (TIN)

Tax year

Transfer Agent

Transmitter

Transmitter Control Code (TCC)

Vendor

1007_2N 1P R
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Person or organization with whom the payer has a contract to
prepare and/or submit information return filesto IRS/MCC.
Aparent company submitting data for a subsidiary is not con-
sidered a service bureau.

A nine-digit number assigned by SSA to an individual for
wage and tax reporting purposes.

Any character that is not a numeral, an alpha, or ablank.
Social Security Administration.

Refers to either an Employer Identification Number (EIN),
Social Security Number (SSN) or Individual Taxpayer Identi -
fication Number (ITIN).

Generally, the year in which payments were made by a payer
to apayee.

The transfer agent, or paying agent, is the entity who has been
contracted or authorized by the payer to perform the services
of paying and reporting backup withholding (Form 945).

Refers to the person or organization submitting file(s) mag-
netically/ electronically. The transmitter may be the payer or
agent of the payer.

A five character alpha/numeric number assigned by
IRS/MCC to the transmitter prior to actual filing magneti-
cally or electronically. This number isinserted in the“A”
Record of the files and must be present before the file can be
processed. An application Form 4419 must be filed with
IRS/MCC to receive this number.

Vendors include service bureausthat produce information re-
turn files on the prescribed types of magnetic media or via
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electronic filing for payers. Vendors also include companies
who provide software for payers who wish to produce their
own mediaor electronic files.

Sec. 18. State Abbreviations

.01 Thefollowing state and U.S. territory abbreviations are to be used when devel oping the state code portion of addressfields.
This table provides state and territory abbreviations only, and does not represent those states participating in the Combined Fed-
eral/State Filing Program.

State Code State Code State Code
Alabama AL  Kentucky KY Ohio OH
Alaska AK Louisiana LA  Oklahoma OK
American Samoa AS Maine ME Oregon OR
Arizona AZ Marshdl Idands MH  Pennsylvania PA
Arkansas AR Maryland MD Puerto Rico PR
Cdlifornia CA  Massachusetts MA  RhodeIsland RI
Colorado CO Michigan Ml South Carolina SC
Connecticut CT  Minnesota MN  South Dakota SD
Delaware DE Mississippi MS Tennessee TN
Digtrict 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 Virginldands Vi
Guam GU New Jersey NJ  Washington WA
Hawaii HI New Mexico NM  West Virginia wv
Idaho ID  New York NY  Wisconsin Wi
[llinois IL North Carolina NC Wyoming wy
Indiana IN North Dakota ND

lowa IA Northern Marianalslands MP

Kansas KS

*This abbreviation applies to the United States Virgin Islands

.02 Filers must adhere to the city, state, and ZIP code format for U.S. addresses in the “B” Record. Thisalso includes American
Samoa, Federated States of Micronesia, Guam, Marshall 1slands, Northern Mariana Islands, Puerto Rico, and the U.S. Virgin Is-
lands.

.03 For foreign country addresses, filers may use a 40 position free format which should include city, province or state, postal
code, and name of country in thisorder. Thisisallowable only if a“1” (one) appears in the Foreign Country Indicator, Field Position
161 of the “B” Record.

.04 When reporting APO/FPO addresses use the following format:

EXAMPLE:
Payee Name PVTWillard J. Doe
Mailing Address Company F, PSC Box 100
167 Infantry REGT
Payee City APO (or FPO)
Payee State AE, AA, or AP*
Payee ZIP Code 098010100

* AE isthe designation for ZIPs beginning with 090-098, AAfor ZIP 340, and APfor ZIPs 962-966.

Sec. 19. Major Problems Encountered

IRS/MCC encourages filers to verify the format and content of each type of record to ensure the accuracy of the data. This may
eliminate the need for IRS/MCC to return files for replacement. This may be important for those payers who have either had their
files prepared by a service bureau or who have purchased preprogrammed software packages (see Note). If afiler purchased a soft-
ware package for a previous tax year, it may no longer be valid for reporting current tax year information returns.
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O Note: If filersmeet thefiling requirements and engage a service bureau to prepare media on their behalf, thefilers
should be careful not to report duplicate data which may gener ate penalty notices

The Major Problems Encountered lists some of the most frequently encountered problems with magnetic/electronic files submit-
ted to IRS/MCC. These problems may result in media being returned for replacement.

1. Discrepancy between IRS/M CC totalsand totalsin Payer “C” Records

The“C” Record is asummary record for atype of return for a given payer as reported in the “B” Records. |RS balances the total
number of payees and payment amounts and compares them with totalsin the “C” Records. Filers should verify the accuracy of the
records because imbalances may necessitate return of files for replacement.

2. The Payment Amount Fieldsin the*B” Record do not correspond to the Amount Codesin 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 amountsin only
Fields 2, 4, and 7, right-justified and unused positions must be zero (0) filled.

EXAMPLE: “A” RECORD 247bbbbbb — (‘b’denotes a blank)
(Pos. 23-31)

“B” RECORD 0000867599 — (Payment Amount 2)
(Pos. 61-70)

0000709097 —  (Payment Amount 4)
(Pos. 81-90)

0000044985 — (Payment Amount 7)

(Pos. 111-120)

3. Blanksor invalid charactersappear in Payment Amount Fieldsin the“B” Record
Money amounts must be right-justified and zero (0) filled. Do not use blanks.

4. Incorrect TIN in Payer “A” Record

The Payer’s TIN reported in positions 7-15 of the “A” Record must be nine numeric characters (no alphas or special characters) in
order for IRS'MCC to processthe media. The TIN provided in the “A” Record must correspond with the name provided in the first
payer name line.

5. Bad Format
IRS/MCC receives data in prior year format. Be sure to usethe current revenue procedure (Publication 1220) for formatting
data.

6. Incorrect tax year in the Payer “A” Record and the Payee“B” Record
The tax year in both the payer and payee records should reflect the year of the information that is being reported. Filers need to
check their files to ensure that thisinformation is correct.

7. Incorrect reporting of Form W-2 information to IRS

Form W-2 information is submitted to SSA, and not to IRS/MCC. SSAhas its own magnetic media reporting program and specifi-
cations for wage information, and the media containing Forms W-2 is submitted to SSA. Any mediareceived at IRS/MCC that con-
tains Form W-2 information will be returned to the filer. The local SSAoffice should be contacted for information concerning filing
Forms W-2 on magnetic media.

8. Excessive withholding credits

Generally, for most information returns, other than Forms 1099-G, 1099-M1SC, 1099-R, and W—2G, Federal withholding amounts
should not exceed 31 percent of the income reported. Validate the total reported in the withholding field against the total income re-
ported.

9. Incorrect format forTINsin the Payee“B” Record
A check of “B” Records should be made to ensure the Taxpayer Identification Numbers (TINS) are formatted correctly. There
should be nine numerics, no aphas, hyphens, commas, or blanks. Incorrect formatting of TINs may result in a penalty.

IRS/MCC contacts filers who have submitted payee data with missing TINs in an attempt to prevent erroneous notices.
Payers/transmitters who submit data with missing TINS, and have taken the required steps to obtain this information are encouraged
to attach aletter of explanation to the required Form 4804. Thiswill prevent unnecessary contact from IRS/MCC. This letter, how-
ever, will not prevent backup withholding notices (CP2100 and CP2100A Notices) or penalties for missing or incorrect TINs. For
penalty information, refer to the Penalty section of the 1997 “Instructions for Forms 1099, 1098, 5498, and W—-2G.”
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10. Distribution Codesfor Form 1099-R reported incorrectly
Distribution codes for Form 1099-R are being reported incorrectly or not being reported. See valid distribution codes for Form
1099-R in the Payee “B” Record layout.

11. Incorrect Record TotalsListed on Form 4804

The Combined Total Payee Records listed on the Form 4804 (Box 9) are used in the verification process of information returns. The
figure in this box should be the total number of Payee “B” Records contained on the media submitted with the Form 4804. Thefig-
ures on the Form 4804 are compared against the total number of Payee “B” Records processed on the media. Imbalances may ne-
cessitate the return of the files for replacement.

12. Invalid Use of IRA/SEP/SIMPLE Indicator

The IRA, SEP, or SMPLE Indicator for Form 1099-R should be used only for the reporting of a distribution from an IRA, SEP or
SIMPLE. The total amount distributed from an IRA, SEP or SIMPLE should be reported in Payment Amount Field 2
(IRA/SEP/SSMPLE Distribution).

Part B. Magnetic Media Specifications
Sec. 1. General

.01 The specifications contained in this part of the revenue procedure define the required format and contents of the recordsto be
included in the magnetic mediafile.

.02 A provisionismadeinthe“B” Recordsfor Special Data Entries. These entries are optional. If thefield is not utilized, enter
blanks to maintain afixed record length of 420 positions. The field isintended to serve one or both of these purposes:

(a) Containinformation required by state or local governments. Filers who wish to use this option for satisfying state or local
reporting requirements should contact the state or local department of revenue for filing instructions. (Also refer to Part A,
Sec. 16.)

(b) Containinformation for the filer's own personal use and used at the discretion of the filer to include information related to
each individua return. IRS/MCC will not use the information supplied in thisfield. The length of thisfield will vary de-
pending on the type of return.

.03 Transmitters should be consistent in the use of recording codes and density on files. If the media does not meet these specifi-
cations, it could be returned to the transmitter for replacement. Filers are encouraged to submit atest prior to submitting the actual
file. Contact IRS/MCC for further information at 304-263-8700.

Sec. 2. Tape Specifications

.01 IRS/MCC can process most magnetic tape files if the following specifications are followed:

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

(1) Odd parity.
(2) Adensity of 1600 or 6250 CPI.
(3) If transmitters use UNISY S Series 1100, they must submit an interchange tape.
(b) 9track ASCII (American Standard Coded Information Interchange) with:

(1) Odd parity.
(2) Adensity of 1600 or 6250 CPI.

Transmitters should be consistent in the use of recording codes and density on files.

.02 All compatible tape files must have the following characteristics: Type of tape - 1/2-inch (12.7 mm) wide, computer-grade

magnetic tape on reels of up to 2,400 feet (731.52 m) within the following specifications:
(a) Tapethickness: 1.0 or 1.5 milsand
(b) Reel diameter: 10 1/2-inch (26.67 cm), 8 1/2-inch (21.59 cm), 7-inch (17.78 cm), or 6-inch.
.03 The tape records defined in this revenue procedure may be blocked subject to the following:

(a) Ablock must not exceed 32,760 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 9s; how-
ever, the last block of the file may be filled with 9s or truncated. Do 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 control fields
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 ablock (the blocking factor) must be constant in every block with the exception of the last block which
may be shorter (seeitem b above). The block length must be evenly divisible by 420.

(d) Records may not span blocks.

.04 Labeled or unlabeled tapes may be submitted.
.05 For the purposes of this revenue procedure the following must be used:

Tape Mark:

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

(b) For even parity, use BCD configuration 001111 (8421).
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(c) May follow the header label and precede and/or follow the trailer label.
.06 IRS/MCC can only read one datafile on atape. A datafileisagroup of records which may or may not begin with atape-
mark, but must end with atrailer label. Any data beyond the trailer label cannot be read by IRS programs.

Sec. 3. Tape Cartridge Specifications

.01 In most instances, IRS/MCC can process tape cartridges that meet the following specifications:
(8) 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 be 1/2-inch tape contained in plastic cartridges which are approximately 4-inches by 5-inches
by 1-inch in dimension.

(2) Magnetic tape will be chromium dioxide particle based 1/2-inch tape.

(3) Cartridges must be 18-track or 36-track parallel (See Note).

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

(5) Mode will be full function.

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

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

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

(a) A block must not exceed 32,760 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 9s;
how ev er, thelast block of thefile may befilled with 9s or truncated. Do 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 420.

(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 |abel.

0 Note: Filersshould indicate on the external media label and transmittal Form 4804 whether the cartridge is 36-
track or 18-track.

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:
(@) Must meet American National Standard Institute (ANSI) standards, and have the following characteristics:
(1) Created from an AS400 operating systems only.
(2) 8mm (.315-inch) tape cartridges will be 2 1/2-inch by 3 3/4-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 datais not acceptable.

(6) Either EBCDIC (Extended Binary Coded Decimal Interchange Code) or ASCII (American Standard Coded Informa-
tion Interchange) may be used. However, IRS/MCC encourages the use of EBCDIC. Thisinformation must appear
on the external medialabel affixed to the cartridge.

(7) A file 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; IRSTAX, will contain athree digit extension. The extension will in-
dicate the sequence of the cartridge within the file (e.g., 1 of 3, 2 of 3, and 3 of 3 and would appear in the header
label IRSTAX.001, IRSTAX.002, and IRSTAX.003 on each cartridge of the file). The end of transmission “F”
Record should be placed on the last cartridge only for files containing multiple cartridges.

.02 The 8mm (.315-inch) tape cartridge records defined in this revenue procedure may be blocked subject to the following:
(8) A block must not exceed 32,760 tape positions.
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(b) If the use of blocked records would result in a short block, all remaining positions of the block must be filled with 9s;
how ev er, thelast block of the file may befilled with 9s or truncated. Do 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 ablock (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 Iength must be evenly divisible by 420.

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

(e) Extraneous data following the “F” record will result in media being returned for replacement.

(f) Records may not span blocks.

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

.03 For faster processing, IRS/MCC encourages transmitters to use header labeled cartridges. IRSTAX may be used as a sug-
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 |abel.

.05 If extraneous data follows the End of Transmission “F’ Record, the file must be returned for replacement. Therefore,
IRS/MCC encourages transmitters to use blank tape cartridges, rather than cartridges previously used, in the preparation of data
when submitting information returns.

.06 IRS/MCC can only read one data file on atape. A datafileisagroup of records which may or may not begin with a tape-
mark, but must end with atrailer label. Any data beyond the trailer label cannot be 