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These synopses are intended only as aids to the reader in
identifying the subject matter covered. They may not be
relied upon as authoritative interpretations.

INCOME TAX

Rev. Rul. 99-1, page 4.

Low-income housing credit; satisfactory bond; “bond
factor” amounts for the period October through Decem-
ber 1998. This ruling announces the monthly bond factor
amounts to be used by taxpayers who dispose of qualified low-
income buildings or interests therein during the period October
through December 1998.

Rev. Rul. 99-2, page 5.

Federal rates; adjusted federal rates; adjusted federal
long-term rate, and the long-term exempt rate. For pur-
poses of sections 1274, 1288, 382, and other sections of the
Code, tables set forth the rates for January 1999.

EMPLOYEE PLANS

Notice 99-1, page 8.

Qualified pension and profit-sharing plans; use of new
technologies in plan administration. This notice pro-
vides guidance to sponsors and administrators of retirement
plans that are intended to be qualified under section 401(a)
of the Code regarding the use of electronic media for con-
ducting certain transactions involving plan participants and
beneficiaries.

Announcement 99-2, page 44.

This announcement describes a method whereby employees
who are employed by an employer who does not maintain
any form of retirement program may establish IRAs.

EMPLOYMENT TAX

Notice 99-3, page 10.

Temporary Assistance for Needy Families; gross in-
come; earned income credit; wages. This notice ad-
dresses the federal income and employment tax conse-
quences of payments received by individuals with respect to
certain work activities performed in state programs under
part A of title IV of the Social Security Act, as amended by the
Personal Responsibility and Work Opportunity Reconciliation
Act of 1996 (“Temporary Assistance for Needy Families”).

Finding Lists begin on page 47.
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Rev. Proc. 99-10, page 11.

Failure to deposit federal tax; penalties. This proce-
dure describes how a taxpayer may designate the applica-
tion of its federal tax deposits for a particular return period
in order to minimize the failure-to-deposit penalty under sec-
tion 6656 of the Code with respect to deposits required to
be made after January 18, 1999.

ADMINISTRATIVE

Rev. Proc. 99-11, page 14.

Low-income housing credit; alternative collateral pro-
gram. This procedure announces the establishment of a col-
lateral program allowing taxpayers to pledge certain United
States Treasury securities in lieu of providing a surety bond to
avoid or defer recapture of low-income housing tax credits.

Rev. Proc. 99-9, page 17.

Electronic filing; magnetic media. Specifications are set
forth for the magnetic or electronic filing of 1998 Forms
8596. The forms may be filed with the Service using mag-
netic tape; tape cartridges; 8 mm, 4 mm, and quarter-inch
cartridges; 3%-inch diskettes; or electronic filing through the
Information Reporting Program Bulletin Board System (IRB-
BBS). Rev. Proc. 94-56 superseded.

Notice 99-2, page 8.

Abatement of interest; Presidentially declared disas-
ters. Taxpayers are informed of the Service’s application of
interest abatement relief under section 915 of the Taxpayer
Relief Act of 1997, as amended, and under section 6404(h)
of the Code, for certain eligible taxpayers located in areas
declared by the President to be disasters.

Announcement 99-1, page 41.

The Service requests comments on a proposed update of
Rev. Proc. 65-17, 1965-1 C.B. 833, regarding the extent
to which taxpayers whose income has been adjusted under
section 482 of the Code may make certain adjustments to
conform their accounts to reflect the section 482 allocation.

Announcement 99-7, page 45.

Optional standard mileage rates; effective date. Tax-
payers are informed that the Service is postponing until April
1, 1999, the effective date of the 31 cents-per-mile busi-
ness standard mileage rate established in Rev. Proc. 98-63,
1998-52 I.R.B. 25. Rev. Proc. 98-63 modified.



Mission of the Service

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

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.

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

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

Part Il.—Treaties and Tax Legislation.

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

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

Part IV.—Items of General Interest.

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

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

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

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



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

Section 32.—Earned Income term, and long-term rates are set forth for the montnethodology used by the Treasury De-
of January 1999. See Rev. Rul. 99-2, page 5. partment in computing the bond factor

26 CFR 1.32-2: Earned income credit for taxable — amounts used in calculating the amount of

years beginning after December 31, 1978. bond considered satisfactory by the Sec-

Low-income housing credit; satisfac- :
Are payments received by individuals with re-tory bond; “bond factor” amounts for retary under § 42(j)(6) of the Internal

spect to certain work actitivies performed in statgy, 4 period October through December Revenue Code. It further announced that

programs under part A of title IV of the Social Secu- . . the Secretary would publish in the Inter-
rity Act, as amended by the Personal Responsibilit%gg& This ruling announces the monthly al Revenue Bulletin a table of “bond fac-

and Work Opportunity Reconciliation Act of 1996 bond factor amounts to be used by taxpay-", : o :
(“Temporary Assistance for Needy Families”)ers who dispose of qualified low-income °" amounts for dispositions occurring
earned income for purposes of the earned incongyildings or interests therein during thedurm_g each calenQar mont.h. _

credit. See Notice 99-3, page 10. period October through December 1998. This revenue ruling provides in Tablg 1
the bond factor amounts for calculating

the amount of bond considered satisfac-
Section 42.—Low-Income Rev. Rul. 99-1 tory under § 42(j)(6) for dispositions of
Housing Credit In Rev. Rul. 90-60, 1990-2 C.B. 3, thegualified low-income buildings or inter-

Internal Revenue Service provided guidests therein during the period October
The adjusted applicable federal short-term, midance to taxpayers concerning the generdrough December 1998.

Table 1
Rev. Rul. 99-1
Monthly Bond Factor Amounts for Dispositions Expressed As a Percentage of Total Credits

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

Month of

Disposition 1987 1988 1989 1990 1991 1997 19938 1994 1995 1996 1997 1998
Oct ‘98 61.09 75.25| 74.73 76.61 78.85 81.41 84.01 86.47 8889 91.53 94.25 |97.21
Nov ‘98 61.09 75.25| 74.54 76.41 78.6% 81.20 83.719 86.P5 88.68 91.33 94.09 |97.21
Dec ‘98 61.09 75.25| 74.35 76.22 78.45  80.99 83.58 86,04 88|47 91.14 93.94 |97.21

For a list of bond factor amounts apsistant Chief Counsel (Passthroughs arglection 412.—Minimum
plicable to dispositions occurring duringSpecial Ind_ustri@). For furthgr informa+ynding Standards
other calendar years, see the followingjon regarding this revenue ruling, contact
revenue rulings: Rev. Rul. 95-83, 1995-®r. Malgeri at (202) 622—-3040 (not a The adjusted applicable federal short-term, mid-
C.B. 8, for dispositions occurring duringtoll—free call). term, and long-term rates are set forth for the month
calendar year 1995; Rev. Rul. 98-3 of January 1999. See Rev. Rul. 99-2, page 5.
1998-2 |.R.B. 4, for dispositions occur- .
ring during the calendar years 1996 an§ect|on 280G.—Golden . .
1997: Rev. Rul. 98-13, 1998-11 |.R.B. 4Parachute Payments Section 467.—Certain
for dispositions occurring during the pe- regeral short-term, mid-term, and Iong—termP":’tyments for the_ Use of
riod January through March 1998; ReVrates are set forth for the month of January 1999. SEOperty or Services
Rul. 98-31, 1998-25 |.R.B. 4, for disposiRev. Rul. 99-2, page 5. , , _
tions occurring during the period April The adjusted applicable federal short-term, mid-

through June 1998 and Rev. Rul. 98 4% term, and long-term rates are set forth for the month
, - : - ion 2 —Limi ionon N of January 1999. See Rev. Rul. 99-2, page 5.
1998-38 |.R.B. 4, for dispositions occur- ection 38 tation © et

ring during the period July through Sep_Operatlng Loss Carryforwards

tember 1998. and Certain Built-In Losses Section 468.—Special Rules
Following Ownership Change for Mining and Solid Waste

The adjusted federal long-term rate is set fortiReCIamation and CIOSing

o . for the month of January 1999. See Rev. Rul. 99-Z20stS
The principal author of this revenuepage 5.

ruling is Jack Malgeri of the Office of As- The adjusted applicable federal short-term, mid-

DRAFTING INFORMATION

January 11, 1999 4 1999-2 |.R.B.



term, and long-term rates are set forth for the montterm, and long-term rates are set forth for the montmonth.) Table 1 contains the short-term,
of January 1999. See Rev. Rul. 99-2, on this pageof January 1999. See Rev. Rul. 99-2, on this Pagemid-term. and long-term applicable fed-

eral rates (AFR) for the current month for

Section 482.—Allocation of Section 846.—Discounted purposes of section 1274(d) of the Inter-
Income and Deductions Among Unpaid Losses Defined nal Revenue Code. Table 2 contains the
Taxpavers short-term, mid-term, and long-term ad-
pay The adjusted applicable federal short-term, mid- sted applicable federal rates (adjusted
Federal short-term. mid-term. and lon -termterm’ and long-term rates are set forth for the monAFR f h hf
forth h’ h f:] 1399 Sof January 1999. See Rev. Rul. 99-2, on this page! ) F’r the current month for purposes
E‘tessrf Sg‘zt ;’” ct’rr]_t e month of January 1999. See of section 1288(b). Table 3 sets forth the
ev. KUl 552, on s page. adjusted federal long-term rate and the
Section 1274.—Determination long-term tax-exempt rate described in
Section 483.—Interest on of Issue Price in the Case of section 382(f). Table 4 contains the ap-
Certain Deferred Payments Certain Debt Instruments Issued propriate percentages for determining the

low-income housing credit described in
The adjusted applicable federal short-term, midfor Property . - .
term, and long-term rates are set forth for the month section 42(b)(2) for bUIldIngS placed In

of January 1999. See Rev. Rul. 99-2, on this page (Also sections 42, 280G, 382, 412, 467, 468, 482, service during the current month. Table 5
483, 642, 807, 846, 1288, 7520, 7872.) contains the federal rate for determining

i . Federal rates; adjusted federal rates; the present value of an annuity, an interest
Section 642.—Special Rules for ;i sted federal long-term rate, and for life or for a term of years, or a remain-

Credits and Deductions the long-term exempt rate. For pur- der or a reversionary interest for purposes
Federal short-term, mid-term, and long-termPOS€S of _sections 1274, 1288, 382, amuf section 7520. Finally, Table 6 contains
rates are set forth for the month of January 1999. s@ther sections of the Code, tables set forthe deemed rate of return for transfers

Rev. Rul. 99-2, on this page. the rates for January 1999. made during calendar year 1999 to pooled
income funds described in section
Rev. Rul. 99-2 642(c)(5) that have been in existence for

Section 807.—Rules for Certain

This revenue ruling provides varioudess than 3 taxable years immediately pre-
Reserves

prescribed rates for federal income taxeding the taxable year in which the trans-
The adjusted applicable federal short-term, midpurposes for January 1999 (the currerér is made.

REV. RUL. 99-2 TABLE 1
Applicable Federal Rates (AFR) for January 1999
Period for Compounding
Annual Semiannual Quarterly Monthly

Short-Term

AFR 4.57% 4.52% 4.49% 4.48%
110% AFR 5.03% 4.97% 4.94% 4.92%
120% AFR 5.49% 5.42% 5.38% 5.36%
130% AFR 5.97% 5.88% 5.84% 5.81%
Mid-Term

AFR 4.64% 4.59% 4.56% 4.55%
110% AFR 5.11% 5.05% 5.02% 5.00%
120% AFR 5.59% 5.51% 5.47% 5.45%
130% AFR 6.06% 5.97% 5.93% 5.90%
150% AFR 7.01% 6.89% 6.83% 6.79%
175% AFR 8.19% 8.03% 7.95% 7.90%
Long-Term

AFR 5.21% 5.14% 5.11% 5.09%
110% AFR 5.73% 5.65% 5.61% 5.58%
120% AFR 6.27% 6.17% 6.12% 6.09%
130% AFR 6.79% 6.68% 6.63% 6.59%

1999-2 I.R.B 5 January 11, 1999



REV. RUL. 99-2 TABLE 2
Adjusted AFR for January 1999
Period for Compounding
Annual Semiannual Quarterly Monthly

Short-term
adjusted AFR 3.08% 3.06% 3.05% 3.04%
Mid-term
adjusted AFR 3.86% 3.82% 3.80% 3.79%
Long-term
adjusted AFR 4.70% 4.65% 4.62% 4.61%

REV. RUL. 99-2 TABLE 3

Rates Under Section 382 for January 1999

Adjusted federal long-term rate for the current month 4.70%

Long-term tax-exempt rate for ownership changes during the current month (the highest of the adjusted
federal long-term rates for the current month and the prior two months.) 4.70%

REV. RUL. 99-2 TABLE 4
Appropriate Percentages Under Section 42(b)(2) for January 1999

Appropriate percentage for the 70% present value low-income housing credit 8.15%

Appropriate percentage for the 30% present value low-income housing credit 3.49%

REV. RUL. 99-2 TABLE 5
Rate Under Section 7520 for January 1999

Applicable federal rate for determining the present value of an annuity, an interest for life or a term
of years, or a remainder or reversionary interest 5.6%

REV. RUL. 99-2 TABLE 6
Deemed Rate for Transfers to New Pooled Income Funds During 1999

Deemed rate of return for transfers during 1999 to pooled income funds that have been in existence for
less than 3 taxable years 6.8%

January 11, 1999 6 1999-2 |.R.B.



Section 1288.—Treatment of 26 CFR 31.6302-1: Federal tax deposit rules for Guidance is provided regarding how a taxpayer
Original | Di nt on Tax- amounts withheld under the backup withholding  may designate the application of its federal tax de-
gina SS":Ie s scount on la requirements of section 3406 for payments made posits for a particular return period in order to mini-
Exempt Obligations after December 31, 1992. mize the failure-to-deposit penalty with respect to
. ; deposits required to be made after January 18, 1999.
; ; _ 426 CFR 31.6302-2: Federal tax deposit rules for
The adjusted applicable federal short-term, mid mounts withheld under the Railroad Retirement S€€ Rev. Proc. 99-10, page 11.

term, and long-term rates are set forth for the mon .
' R.R.T.A. r | ments m r
of January 1999. See Rev. Rul. 99-2, page 5. thcfamber 31) it;égmab € to payments made afte

26 CFR 31.6302-4: Federal tax deposit rules for  Section 7520.—Valuation Tables
withheld income taxes attributable to nonpayroll

Section 3121.—Definitions payments made after December 31, 1993, The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
26 CFR 31.3121(a)-1: Wages. 26 CFR 31.6302(c)-3: Use of Government of January 1999. See Rev. Rul. 99-2, page 5.

depositiaries in connection with tax under the
Are payments received by individuals with re-Federal Unemployment Tax Act.
spect to certain work activities performed in state
programs under part A of title IV of the Social Secu-égp%’;? 40.6302(c)-1: Use of Government Section 7872.—Treatment of
rity Act, as amended by the Personal Responsibilit ’ ;
and Work Opportunity Reconciliation Act of 1996  Guidance is provided regarding how a taxpayeL‘Oans With Below-Market
(“Temporary Assistance for Needy Families”) wageghay designate the application of its federal tax ddnterest Rates

for purposes of federal employment taxes. See NGOsits for a particular return period in order to mini-
tice 99-3, page 10 mize the failure-to-deposit penalty with respect to The adjusted applicable federal short-term, mid-

deposits required to be made after January 18, 1998rm, and long-term rates are set forth for the month
See Rev. Proc. 99-10, page 11. of January 1999. See Rev. Rul. 99-2, page 5.

Section 6302.—Mode or Time
of Collection Section 6656.—Failure to Make

Deposit of Taxes
26 CFR 1.6302-2: Use of Government depositaries
for payment of tax withheld on nonresident aliens 26 CFR 301.6656—1: Penalty for underpayment of
and foreign corporations. deposits.

1999-2 I.R.B 7 January 11, 1999



Part lll. Administrative, Procedural, and Miscellaneous

New Technologies in Retirement Section 401(k), the regulations, andause a participant may make cash or de-
Plan Administration other guidance of general applicabilityferred elections through electronic media.

thereunder set forth the requirements that This notice does not address the use of
Notice 99-1 a cash or deferred arrangement must saectronic media for any transaction for
isfy in order to be a qualified cash or dewhich a specific provision of the Code,

This notice provides guidance to sponferred arrangement. the regulations, or other guidance of gen-

sors and administrators of retirement plans Section 7805(d) provides that, exceperal applicability sets forth rules or stan-
that are intended to be qualified under sego the extent otherwise provided by Titledards regarding the media through which
tion 401(a) of the Internal Revenue Codeg of the United States Code, any electiosuch transaction may be conducted (e.g.,
regarding the use of electronic media fofinder Title 26 shall be made at such tim& 402(f)). Proposed regulations are being
conducting certain transactions involvingand in such manner as the Secretary shidbued to address the use of electronic
plan participants and beneficiaries. prescribe. media for certain notices and consents re-
Revenue Procedure 98-25, 1998—1quired under §§ 402(f), 411(a)(11), and
I.R.B. 7, specifies the basic requirements405.
The administration of a qualified plan,that the Service considers tF) be essentiaIAdditionaIIy,_ thi'_s notice_ does not ad-
involves a variety of transactions betwee cases Whe_re_a taxpayer’s records ariess the application of_ Title | pf ERISA
the plan and plan participants and benef[pam.tamed within Autolmated Data Pro4o the use of_ elect_romc medla_f(_)r any
ciaries for which the Code and the Incom&€SSing systems. _Sect|on 3.01(12) of Retxansactlo_n_s |_nvoIV|ng plan participants
Tax Regulations do not set forth rules oProc. 98-25 provides that the requireand beneficiaries.

; ; ts of th d ly t
standards regarding the media througg]rﬁnlg ?ee ;rr](savenue procedure apply BRAFTING INFORMATION
which such transactions may be con* ployee p i

ducted. Such transactions include (but R€V- Proc. 97-22,1997-1 C.B. 652, The principal authors of this notice are
are not necessarily limited to) enrolling inPrOVides guidance to taxpayers maintaincatherine Livingston Fernandez of the
the plan, designating rates of elective an#9 Pooks and records by using an elegyfice of the Associate Chief Counsel
after-tax contributions, designating benelfONic storage system that either imagegmployee Benefits and Exempt Organi-
ficiaries (other than designations requiriN€ir hardcopy (paper) books and recordsations) and Daniel S. Evans of the Em-
ing spousal consent), electing direcP" transfers their computerized books angjoyee Plans Division. For further infor-
rollovers, electing investment allocationd©€Ords, to an electronic storage mediungation regarding this notice, contact the
for future contributions, changing invest-SUch as an optical disk. Section 3.02 GEmpjoyee Plans Division's telephone as-
ment allocations for amounts held undefR€Y- Proc. 97-22 provides that the resistance service between 1:30 and 4:00
the plan, inquiring about general plan induirements of the revenue procedurg m , Eastern Time, Monday through
formation (such as investment option@PP!Y to employee plans. Thursday at (202) 622-6074/75, or Ms.
and distribution options), and inquiring . NO Provision of § 401(a), the regula-Fernandez at (202) 622-6030. (These
about account information (such as curions, or other published guidance therggjephone numbers are not toll-free).

rent account balances and current inves{Nder requires that participant enroll-
ment allocations). ments, contribution elections, beneficiary

As a result of developments in elecdesignations (other than designations rexhatement of Interest for

tronic technologies, a variety of electroni¢!4!"N9 spousal consent), direct .rouoverlndividual Taxpayers in

media (such as e-mail, the Internet, in?le.Ct'onS’ or the other transactions dfaPresidentiaIIy Declared Disaster
tranet systems, and automated telephoﬁgr'b ed above be conducted through wri

I, reas
systems) are now available for many plah;n paper documents, or prohibits corf—A

USE OF ELECTRONIC MEDIA

transactions such as those describet ¢t'"9 SUCh. transactions thrggngOtice 99-2
above. electronic media. Similarly, no provision

of § 401(k), the regulations, or other p“bPURPOSE
LAW AND ANALYSIS lished guidance thereunder requires a

cash or deferred election to be made This notice informs taxpayers of the In-

Section 401(a), the regulations, anghrough written paper documents or proternal Revenue Service's application of

other guidance of general applicabilityhibits making such an election throughnterest abatement relief provided under
thereunder set forth the requirements puelectronic media. § 915 of the Taxpayer Relief Act of 1997,
suant to which a trust created or organized Therefore, a plan does not fail to meelPub. L. No. 105-34, 111 Stat. 788, 879
in the United States and forming part of ghe requirements of 8 401(a) merely befTRA 1997"), as clarified by § 4003(e)
stock bonus, pension, or profit-sharingause it permits a participant or benefief the Tax and Trade Relief Extension Act
plan of an employer for the exclusive beneiary to use electronic media for suclof 1998, Pub. L. No. 105-277, 112 Stat.
efit of the employer’s employees or theitransactions, and an arrangement do2$81 (“TTREA 1998"), and under
beneficiaries will constitute a qualifiednot fail to be a qualified cash or deferre@ 6404(h) of the Internal Revenue Code,
trust. arrangement under § 401(k) merely beas added by § 3309 of the Internal Rev-

January 11, 1999 8 1999-2 |.R.B.



enue Service Restructuring and Reform As originally enacted, § 915 of TRAclarification made by 8 4003(e) of
Act of 1998, Pub. L. No. 105-206, 1121997 applied only to disasters declare@TREA 1998, some individual taxpayers
Stat. 685, 745 (“RRA 1998"). In particu-during 1997. Section 6404(h) applies tonay have been assessed interest with re-
lar, it advises certain individual taxpayerslisasters declared after December 3%pect to returns for taxable years begin-
who may be eligible for interest abate1997, but only with respect to taxablening before January 1, 1998, if they were
ment how the Service intends to adminisyears beginning after December 31, 199Tocated in areas the President determined
ter such relief. Individual taxpayers whaoThus, it was unclear whether abatement 1998 to be disaster areas. Such taxpay-
may be eligible for such relief includeof interest was authorized for disasters dexrs may be eligible for the abatement of
those who: (a) were located in any areelared after December 31, 1997, with resych interest. The Service will, to the ex-
that the President has determined duringpect to taxable years beginning beforgnt possible, identify such taxpayers,
1998 warrants assistance by the Federdanuary 1, 1998. For example, if thenagke appropriate adjustments to their ac-
Government under the Robert T. Staffor@®resident declared Area Ato be a disastgpynts, notify the taxpayers of any such
Disaster Relief and Emergency Assisarea in March 1998, and the due date f%[djustments, and where appropriate, re-
tance Act, 42 U.S.C. 88 5121-5204diling 1997 federal income tax returns and,nd interest paid. The Service expects
(1994) (“Stafford Act”); and (b) were for paying federal income tax was eXthat the majority of these adjustments will
granted extensions of time to file federalended accordingly by the Service, it wage completed by the end of 1999. Indi-
income tax returns for taxable years beunclear whether the Service would havgiqa| taxpayers who are eligible for
ginning before January 1, 1998, and tbeen authorized under either provision tQpatement of interest, but who are not no-
pay federal income tax with respect tabate interest for an individual taxpayefifeq by the end of 1999 that interest has
such returns. located in Area Awith respect to that indiyap, abated, should call IRS Customer

vidual's 1997 federal income t§l>.< returr_L Service at 1-800-829-1040 (toll-free) to
However, Congress specifically in-request abatement of interest. Eligible

- tended that no gap in interest abatemeplynavers mav also file a Form 843
As originally enacted, § 915 of TRA relief for individual taxpayers exist be'CIai?n >flor Refunyd and Request for Abate-

1997 provided that T any indidual 12X een the two provisionsseeH.R. Cont. ment,with the Service Center where the
payer located in a Presidentially dec_lareé\gp. No. 599, 105th Cong., 1st Sess. at, a' or's tox return was filod. | Taxoay.
o_hsaster area Is gra_nted an extension %2 (1998). Therefore, Congress clarifiegrslosﬁlouId note that. aenerall ' the r:m}:st
me 10 Mo aeral ineome tax 1elManat no gap exists by enacting 8§ 4003(§y¢ 5 ¢jaim for refun’dgof inte?lést V\Xthin

under § 6081 of the Internal Revenue: +TREA 1998. This provision amend -
Code and to pay federal income tax unde{ g15 of TRA 1997 byF()jefining the termuree years of the filing of a tax return, or

§ 6161, the Service will abate, for the pesp ocidenti : » Within two years of the payment,
! ' : ’ residentially declared disaster area” to , . . .
riod of an extension, the assessment y hichever period expires later. See

BACKGROUND

clude disasters declared in 1998 as w

any interest prescribed under § 6601 o). 997 6511(a).

that income tax. The term “individual” ' 2. Taxable years beginning after De-
excludes estates and trusts. The terABATEMENT OE INTEREST cember 31, 1997The Service will abate,
“Presidentially declared disaster area” is for the period of an extension, the assess-

defined as any area that the President hasin accordance with the provisions dement of interest on federal income tax for
determined during 1997 warrants assisscribed above, the Service will abate ing| taxpayers who: (a) were located in any
tance by the Federal Government undderest in the following circumstances:  5yea that the President has determined
the Stafford Act. 1. Taxable years beginning before Janafter December 31, 1997, warrants assis-
Similarly, § 6404(h), enacted as part ofiary 1, 1998.The Service will abate, for tance by the Federal Government under
RRA 1998, provides that if any taxpayeﬁhe periOd of an extension, the assessmqﬁb Stafford Act; and (b) were granted ex-
located in a Presidentially declared disa®f interest on federal income tax for inditensjons of time to file federal income tax
ter area is granted an extension of time tgdual taxpayers (excluding trusts and e§eturns for taxable years beginning after
file federal income tax returns undetates) who: (a) were located in any arefecember 31, 1997, and to pay federal in-
§ 6081 and to pay federal income tafhat the President has determined duringome tax with respect to such returns.
under § 6161, the Service will abate, fol 997 or 1998 warrants assistance by thehe authority for abating interest in such
the period of an extension, the assessméngderal Government under the Stafford;.cymstances is § 6404(h).
of any interest prescribed under § 6601 ofict; and (b) were granted extensions of
that income tax. Unlike § 915 of TRAtime to file federal income tax returns fOIpRAFETING INFORMATION
1997, § 6404(h) applies to any taxpayeigxable years beginning before January 1,
(including, for example, trusts, estates1998, and to pay federal income tax with The principal author of this notice is
and corporations) and is not limited to infespect to such returns. The authority fosara Shepherd of the Office of Assistant
dividual taxpayers. The term “Presidenabating interest in such circumstances ighief Counsel (Income Tax and Account-
tially declared disaster area” is defined a8 915 of TRA 1997, as clarified bying). For further information regarding
any area that the President has determin8d*003(e) of TTREA 1998. this notice, contact Sara Shepherd at
warrants assistance by the Federal Gov- Because of the potential gap in interegR02) 622-4910 (not a toll-free call).
ernment under the Stafford Act. abatement relief that existed before the
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Treatment of Certain Payments through the enactment of PRWORA, Payments by a governmental unit to an

Received as Temporary which replaced Aid to Families with De-individual under a legislatively provided
Assistance for Needy Families pendent Children (AFDC) with Tempo-social benefit program for the promotion
(TANF) rary Assistance for Needy Familiesof the general welfare that are not basi-
(TANF). AFDC required individuals to cally for services rendered are not includi-
Notice 99-3 perform some work activities in order toble in the individual’'s gross income and
continue to receive public assistanceare not wages for employment tax pur-
SECTION 1. PURPOSE TANF provides states with more flexibil- poses, even if the individual is required to

This notice addresses the federal in|§y than they had under AFDC to deterperform certain activities to remain eligi-

mine basic eligibility rules and benefitble for the payments. See Rev. Rul.
come and employment th (l:qnsequeljc%smoums_ TANF also requires that specif1-425, 1971-2 C.B. 76; Rev. Rul.
of payments received by individuals Wlthfied ercentages of individual recipients5-246, 1975-1 C.B. 24. Similarly, th

respect to certain work activities per- P 9 b e —+ %D 2. olmiiarly, these

formed in state programs under partAo?ngag.e in work activities and imposepayments are not _earned income for
: ; : penalties on the states for non-compliandgarned Income Credit (EIC) purposes. If,
title 1V of the Social Security Act, as with that requirement h taking int t all the fact
amended by the Personal Responsibility q ; “ OWeVer, taking into account af the facts
and Work Opportunity Reconciliation Act For purposes of TANF, the term “workand circumstances, payments by a gov-
activities” is defined under § 407(d) of theernmental unit are basically compensation

of 1996 (PRWORA), Pub. L. No. 104-¢_ ; :
193, 110 Stat. 2105 (August 22, 1996 ogal Security Act, 42 U.S.C. § 607(d)for.s.erV|ges ren'dered, even though some
training is provided, then the payments

TANF payments). The notice sets forth ™ - . L L .
( Pay ) ! (1) unsubsidized employment; are includible in the individual's gross in-

certain conditions under which TANF 2) subsidized pri |
payments are not income, earned income (2) subsidized private sector employcome and are generally wages for em-
' ment; ployment tax purposes. Rev. Rul.

or wages for federal income and employ- ( - . -
3) subsidized public sector employ-75-246, 1975-1 C.B. 24. Similarly, such
ment tax purposes. The Treasury Depart- ’ o
purp y oepars, nt; payments generally are earned income for

ment and the Internal Revenue Service in- (4) work experience (including work EIC
tend to issue regulations that will address P 9 purposes.

the federal income and employment ta1:zlssouated with the refurbishing of pub- In addition, § 32(c)(2)(B)(v) of the In-

consequences of TANF payments. It | icly assisted housing) if sufficient privateternal Revenue Code (as added by

generally expected that the regulation%ectOr employment is not available; § 1085(c) of the Taxpayer Relief Act of

will be consistent with this notice and, g ?:btr;(z;(r)fhtr:rl]rgr}gb readiness a%:l??&;u;' 1‘99’\;()) ;r?g-z?féitli\}ei‘f:.t;f?
therefore, will be effective retroactively,sistance_ ableg ' o
to this extent, to December 17, 1998. ’ . . _ years beginning after December 31,
(7) community service programs;  1997) provides that earned income for
SECTION 2. SCOPE (8) vocational educational trainingg|C purposes does not include amounts
_ _ (not to exceed 12 months with respect tgeceived for “service performed in work
This notice addresses only the treatmeahy individual); activities as defined in paragraph (4) or
of TANF payments under certain income  (9) job skills training directly related (7) of section 407(d) of the Social Secu-
and employment tax provisions of the Into employment; rity Act to which the taxpayer is assigned

ternal Revenue Code. Because this notice (10) education directly related to emynder any State program under part A of
is based on the “general welfare doctringloyment, in the case of a recipient whejtie |V of such Act, but only to the extent
(see section 4.01, below), which is uniquéas not received a high school diploma a§uch amount is subsidized under such
to the determination of federal tax liabil-a certificate of high school equivalency; state program.”

ity, this notice does not determine the  (11) satisfactory attendance at sec- (2 Application of General Analysis to
treatment or effect of TANF payments (olondary school or in a course of study-ertain TANF Payments.

determine whether an employment relaeading to a certificate of general equiva- pye to the flexibility TANF affords
tionship exists) under any other provisionence, in the case of a recipient who hagates to determine basic eligibility rules
of law, including the Fair Labor Standardsiot completed secondary school or rezng penefit amounts, a TANF payment
Act and other federal and state employeeived such a certificate; and may be made both for the promotion of
ment laws. For purposes of the analysis  (12) the provision of child care ser-ie general welfare and as compensation
set forth herein, however, it is assumedices to an individual who is participatingsor services. In these cases, it is ex-
that the recipient of the TANF payments isn a community service program. tremely difficult to characterize the basic

a common law employee. This notice ;
does not reach a %e{ermination as tgECTION 4. TREATMENT OF TANF purpose of the payments. It is also not

o AYMENTS practically feasible to determine the rela-
Y;hgtr;irmﬂr:]eo;e?;?’:/egtmoglgﬁglelz opraiysmse;f) tive proportion of the payment each pur-

.01 General Analysis. pose represents.
employed. The federal income and employment In many of these cases, TANF pay-
SECTION 3. BACKGROUND tax consequences of TANF payments gements are received in lieu of (and gener-
erally are determined under the followingally in amounts no greater than) payments
Congress reformed the welfare systeranalysis. the individual formerly received or would
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have received under AFDC based upoditions set forth in section 4.02 of this nohow a taxpayer may designate the appli-
the individual’s personal and family sub-tice. Written comments should be subeation of its federal tax deposits for a par-
sistence requirements. In these cases, timitted by February 15, 1999. An originalicular return period in order to minimize

primary measure of the amount receivednd eight copies of written commentghe failure-to-deposit penalty under §

is the personal or family need of the indishould be sent to:

vidual recipient rather than the value of  Internal Revenue Service

any services performed. Attn: CC:DOM:CORP:R
These cases typically share, and can be Room 5228 (IT&A:Br2)

identified by, common characteristics. In P.O. Box 7604

cases where the following three condi-  Ben Franklin Station

tions are satisfied, TANF payments will Washington, DC 20044.

6656 with respect to deposits required to
be made after January 18, 1999.

SECTION 2. BACKGROUND

.01 Section 6656 provides that in the
case of any failure by any person to de-
posit (as required by the Code or regula-

be treated as made for the promotion er hand delivered betWeen the hOUI’S Of ﬁons) on the date prescribed any amount

the general welfare and therefore will nog.m. and 5 p.m. to:
be includible in an individual’s gross in- Courier’s Desk
come; will not be earned income for EIC Internal Revenue Service
purposes; and will not be wages for em-  Attn: CC:DOM:CORP:R
ployment tax purposes: (Notice 99-3)

(1) The only payments received by  Room 5228 (IT&A:Br2)

the individual with respect to the 1111 Constitution Avenue, NW

of tax in a government depository, there
will be imposed upon such person a
penalty equal to the applicable percentage
of the amount of the underpayment, un-
less it is shown that such failure is due to
reasonable cause and not due to willful
neglect. The penalty ranges from 2 to 15

work activity are received directly Washington, D.C. percent depending upon the lateness of
from the state or local welfareajernatively, taxpayers may submit comthe deposit.

agency (for this purpose, an entityiments electronically via the Internet by .02 Revenue Procedure 90-58, 1990—2
with which a state or local welfaresejecting the “Tax Regs” option on theC.B. 642, effective for return periods be-
agency contracts to administer thgrs Home Page, or by submitting comginning after March 31, 1991, provides
state TANF program on behalf of thements directly to: that deposits for a return period will be
state will be treated as the state Ofttp:/www.irs.ustreas.gov/proditax_regs/applied in a date-made order against de-
local welfare agency); _ .. comments.html (the IRS internet site)posit liabilities in a due-date order. Thus,
(2) The determination of the individ- ol comments will be available for public the Service will apply a deposit first to
ual’s eligibility to receive any pay- inspection and copying in their entirety.  satisfy the oldest past due deposit liability
ment is based on need and the only within the same return period. Other
pg);lments recelv;zd by 'Lhe |r?d.|V|duaFURTHER INFORMATION credits to the taxpayer’s account, such as
}/Srt]dézsg(ra‘;trélc;tuﬁdvg?ra %itll\\llllzt)/p?g? For further information, contact M. an overpayment from the previous return

Edwin B. Cleverdon at (202) 622-492¢P€riod, will be similarly applied.

ram (including any payments with ; ;
?espec(:t o quglifiez/i Fs)tgte expendi-regarding the income tax issues in this no- .03 The rationale underlying Rev. Proc.

tures (as defined in & 409(a)(7)_tice and Ms. Jean Casey at (202) 6220-58 i? that it.is genherally.in the best in-
(B)()(1) of the Social Security Act)) 6060 regarding the EIC and employmerl"est of depositors ihat strive 10 be com-
and the Food Stamp Act of 1977; and@x issues in this notice (not toll-freeP lant to have the oldest deposit liability

3) The si  the individual calls). in the return period satisfied first, thus
gnz-znt ig stlaztir%ine?j Il?y meu;:)p?ligzzl_e preventing the penalty rate on that liabil-

ity from escalating. However, if a deposi-
welfare law, and the number of hours

L . 26 CFR 601.105: Examination of returns and tor inadvertently misses a deposit early in
the individual may engage in the

iyl e : claims for refund, credit, or abatement; determina- a return period but makes all succeeding
work activity is limited by the size of tion of correct tax liability. deposits on a timely basis, the result can

the individua"s avment (as deter.(AlSO Part |, sections 6302, 6656; 1.6302-2, . . . .
bay ( 31.6302-1, 31.6302-2, 31.6302-4, 31.6302(c)-3, P& Multiple failure-to-deposit penalties.

mined by applicable welfare law) di-}4'g307(c)"1, 301.6656-1.) .04 Notice 98-14, 1998-8 I.R.B. 27,
vided by the higher of the federal or provides an interim procedure that taxpay-

state minimum wage.
_ ev. Proc. 99-10 ers may use to request abatement of the
The federal income and employment taB failure-to-deposit penalty imposed by §

treatment of TANF payments that do no 6656 when the deposit liabilities against
satisfy each of these three conditions i which the Service applies deposits, as set
determined under the general analysis de- This revenue procedure provides guidforth in Rev. Proc. 90-58, produces multi-
scribed in section 4.01, above. ance with respect to the failure-to-deposiple failure-to-deposit penalties as a result
penalty provisions of § 6656 of the Interof a single failure to deposit. Under that
nal Revenue Code, as amended bnyotice, taxpayers that wish to request re-
The Treasury Department and the Se& 3304(a) of the Internal Revenue Servickef are instructed to call the toll-free num-
vice invite comments on this notice andRestructuring and Reform Act of 1998 ber shown on the penalty notice. Notice
on the future regulations. In particularPub. L. No. 105-206, 112 Stat. 742 (1998)8-14 applies with respect to return peri-
comments are requested on the three cofRRA). This revenue procedure describesds beginning after December 31, 1997.

%ECTION. 1. PURPOSE

REQUEST FOR COMMENTS
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.05 Section 3304(a) of the RRA addedhat are reported on the following Internahotice for a return period showing multi-
new 8 6656(e), which permits a taxpayeRevenue Service forms: ple failure-to-deposit penalties for any tax
receiving a penalty notice (with respect to (a) Form 720, Quarterly Federalspecified in section 3.01(2) of this rev-
any deposit of tax made for a specific ta¥xcise Tax Return; enue procedure that is required to be de-
return period) to designate, during the 90- (b) Form 940, Employer’s An- posited after January 18, 1999, may,
day period beginning on the date of aual Federal Unemployment (FUTA) Taxyithin 90 days of the date of the penalty
penalty notice, the deposit period or periReturn; notice, call the toll-free number shown on
ods within the return period to which a (c) Form 941, Employer’s Quar- the penalty notice and designate the de-
deposit of tax shall apply. Pursuant téerly Federal Tax Return;

§ 3304(d)(1) of the RRA, § 6656(e) is ef- (d) Form 943, Employer’s An-
fective for federal tax deposits required tmual Tax Return for Agricultural Employ-
be made after January 18, 1999 (180 dages;

after the July 22, 1998, enactment of the (e) Form 945, Annual Return of

RRA). Withheld Federal Income Tax; within the scope of § 6656(€), the Service

(f) Form CT-1, Employer's An- o, 4iiist the multiple penalties to reflect
SECTION 3. SCOPE nual Railroad Retirement and Unemploy- ) piep

i the penalty amount due on the remaining
.01 Applicability. ment Repayment Tax Return; or . . . )
Pp y (g) Form 1042, Annual With- failure(s) to deposit and so notify the tax

_payer in writing.

posit period, or periods, within such spec-
ified return period to which the deposit(s)
of, or credit(s) against, the tax for the re-
turn period are to be applied. To the ex-
tent that the taxpayer’s designation is

(1) This revenue procedure applies
to a taxpayer requesting abatement of tH¥0!ding Tax Return for U.S. Source In
failure-to-deposit penalty imposed by°0me of Foreign Persons. SECTION 5. EXAMPLES

§ 6656 when the deposit liabilities against -02napplicability. This revenue proce- _
which the Service applies deposits oflure does not address changes made to 801 Example 1. For the first calendar

credits, as set forth in Rev. Proc. 90_533’656 by § 3304(c) of the RRA for de-quarter of 1999, A, a semi-weekly em-
produces multiple failure-to-depositPOSits required to be made after Decenployment tax depositor within the mean-
penalties for any tax specified in sectiof?€r 31, 2001. The Service intends to prang of § 31.6302-1 of the Employment

3.01(2) of this revenue procedure. vide future guidance with respect to thosgaxes and Collection of Income Tax at
(2) This revenue procedure app”eghanges. Source Regulations, accumulates the fol-

with. respect to all taxes required to be d%ECTION 4. RELIEF PROCEDURE Iow?ng gmployment tax deposit liabilities

posited after January 18, 1999, pursuant for its bi-weekly paydates, and makes the

to § 6302 and the regulations thereunder Any taxpayer that receives a penaltyollowing deposits:

Deposit Required Actual Amount Amount Underdeposit
due date deposit deposit applied by applied to

IRS to required deposit

previous

underdeposits

under Rev.

Proc. 90-58
1-6-99 $7,000 $7,000 $0 $7,000 $0
1-21-99 $5,000 $4,000 $0 $4,000 $1,000
2-3-99 $5,000 $5,000 $1,000 $4,000 $1,000
2-18-99 $8,000 $8,000 $1,000 $7,000 $1,000
3-3-99 $6,000 $6,000 $1,000 $5,000 $1,000
3-17-99 $5,000 $4,000 $1,000 $3,000 $2,000
3-31-99 $10,000 $10,000 $2,000 $8,000 $2,000
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During April 1999, A completes its the due date for the Form 94 files the
Form 941 for the first quarter and discovi~orm 941 and deposits $2,000.

follows:

ers the January 21, 1999, and March 17, The Service mails a notice to A dated
1999, underdeposits. On April 30, 1999July 21, 1999, advising that Ais subject to

the 8§ 6656 failure-to-deposit penalty as

Applicable penalty raLe

Date of underdeposit Amount of underdeposit Days late Penalty amount
1-21-99 $1,000 13 5% $50
2-3-99 $1,000 15 5% $50
2-18-99 $1,000 13 5% $50
3-3-99 $1,000 14 5% $50
3-17-99 $2,000 14 5% $100
3-31-99 $2,000 30 10% $200
TOTAL $500

Under 86656(e)A has until October 18, 1999, March 3, 1999, March 17, 199%ry 3, 1999, February 18, 1999, March 3,
18, 1999, to designate its deposits for thend March 31, 1999, deposits to each999, and March 31, 1999. However, A
first quarter of 1999 by calling the toll-apply entirely to the federal tax depositontinues to be liable for the January 21,
free number shown on the penalty noticalue on each of those respective days. By99, and March 17, 1999, underdeposits.
On August 19, 1999, A calls the toll-freeso designating its deposits, A is no longerhe Service will reduce the total penalty
number shown on the penalty notice andubject to the failure-to-deposit penaltyamount to which A is subject to $200 as
designates its February 3, 1999, Februafgr its federal tax deposits due on Februollows:

Date of underdeposit| Amount of underdeposit Days late Applicable penalty rate Penalty amou
1-21-99 $1,000 99 10% $100
3-17-99 $1,000 44 10% $100

TOTAL $200

.02 Example 2. For the first calendar ing of § 31.6302-1 of the regulationsdates, and makes $5,000 deposits as fol-
quarter of 1999, B, a semi-weekly emaccumulates $5,000 of employment talows:
ployment tax depositor within the meaniiabilities for each of its bi-weekly pay-

Deposit liability
due date Date of deposit Days late Applicable penalty rate Penalty amoun
1-6-99 1-6-99 0 0 $0
1-21-99 1-22-99 1 2% $100
2-3-99 2-4-99 1 2% $100
2-18-99 2-19-99 1 2% $100
3-3-99 3-4-99 1 2% $100
3-17-99 3-18-99 1 2% $100
3-31-99 4-1-99 1 2% $100
TOTAL $600
1999-2 I.R.B 13 January 11, 1999



The Service mails a notice to B datecbility due dates to which its deposits fopenalty notice and designates that its de-
July 28, 1999, advising that B is subject tehe first quarter of 1999 will be applied byposits be applied to its deposit liability
a $600 failure-to-deposit penalty underalling the toll-free number shown on thelue dates as follows:

8§ 6656. Under 86656(e), B has until Ocpenalty notice. On September 30, 1999,
tober 25, 1999, to designate the deposit IB calls the toll-free number shown on the

Date of deposit Application of deposit Days late Applicable Penalty amount
Deposit liability Taxpayer penalty rate
due date designation
1-6-99 1-6-99 1-6-99 0 0% $0
1-22-99 1-21-99 2-3-99 0 0% $0
2-4-99 2-3-99 2-18-99 0 0% $0
2-19-99 2-18-99 3-3-99 0 0% $0
3-4-99 3-3-99 3-17-99 0 0% $0
3-18-99 3-17-99 3-31-99 0 0% $0
4-1-99 3-31-99 1-21-99 70 10% $500
TOTAL $500

By so designating its deposits, the Servicg CFR 601.105: Examination of returns and less than the amount of the qualified basis

will reduce the total penalty amount tcﬁfr']”;?i%'rrg‘t’?& ﬁ;i?;it{yor abatement; determina- 44 tha close of the preceding tax year,

which B is subject to $500. (Also Part |, section 42.) 8§ 42(j)(1) provides that the taxpayer’s tax
for the tax year shall be increased by the
SECTION 6. EFFECTIVE DATE Rev. Proc. 99-11 credit recapture amount under 8§ 42(j)(2).
This revenue procedure is effective for Section 42(j)(6) provides that a tax-
federal tax deposits required to be mad8ECTION 1. PURPOSE payer that disposes of a qualified low-in-
after January 18, 1999. . _ come building or an interest therein may
This revenue procedure establishes gefer or avoid recapture by furnishing a
SECTION 7. EFFECT ON OTHER collateral program as an alternative t®ond to the Secretary in an amount satis-
DOCUMENTS providing a surety bond to avoid or defefactory to, and for the period required by,

_ . ~ recapture of low-income housing taxhe Secretary if it is reasonably expected
.01 Notice 98-14 is superseded with recredits under § 42(j)(6) of the Internakhat the building will continue to be oper-

spect to federal tax deposits required o lRevenue Code. Under this program, taxated as a qualified low-income building

made after January 18, 1999. Noticgayers may establish a Treasury Diregbr the remainder of the building’s compli-

98-14 continues to apply to deposits reaccount and pledge certain United Stategnce period. Guidance on the amount of

quired to be made on or before Januarreasury securities to the Internal Revhond considered satisfactory by the Secre-

18, 1999, with respect to return periodenue Service as security. Procedures fegry and the period of the bond required by

beginning after December 31, 1997. establishing the Treasury Direct Accounthe Secretary under § 42(j)(6) is provided
.02 Rev. Proc. 90-58 is amplified. are provided in section 3 of this revenugy Rev. Rul. 90-60, 1990-2 C.B. 3.

DRAFTING INFORMATION procedure. Section 7101 provides that a person re-
SECTION 2. BACKGROUND quired to furnish a bond under Title 26
The principal author of this revenue ' may, in lieu thereof, deposit certain Trea-

procedure is Marc C. Porter of the Office Section 42(a) allows a 10-year taxury securities as provided in 31 United
of Assistant Chief Counsel (Income Taxcredit for investment in qualified low-in- States Code (U.S.C.) § 9303.

and Accounting). For further informationcome buildings placed in service after De- Under 31 U.S.C. § 9303 if a person is
regarding this revenue procedure, contacember 31, 1986. If, at the close of angequired under a law of the United States
Marc C. Porter at (202) 622-4940 (not 4ax year in the compliance period, thdo give a surety bond, the person may give
toll-free call). amount of the qualified basis of anya Government obligation as security in-
building with respect to the taxpayer isstead of a surety bond. The obligation
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shall: 1) be given to the official havingtuting the word “security” wherever the (1) For original issue purchases, the
authority to approve the surety bond; 2)vord “bond” appears in line 4), skip linetaxpayer must:

be in an amount equal at par value to th& and indicate on line 7a the name and (&) complete a Treasury Direct

amount of the required surety bond; andddress of the taxpayer; Tender Form (PD 5381) to

3) authorize the official receiving the (3) sign the perjury statement under  purchase non-competitively the se-

obligation to collect or sell the obligationPart II; curity with the required value and term;

if the person defaults on a required condi-  (4) complete Part I, if applicable; (b) select Debit Account Clear-

tion. A “Government obligation” is de- (5) compute the bond amount bying House as the method of payment on

fined as a public debt obligation of thecompleting the worksheet in the instructhe tender;

United States Government whose princitions; and (c) submit the completed tender

pal and interest are unconditionally guar-  (6) submit the completed Form 86930 the PD-DCS collateral desk to be en-

anteed by the Government. to: tered via Public Debt’s electronic site
Over the years, taxpayers have reported Internal Revenue Service (PD-DCS will not process any tender re-

difficulty in obtaining surety bonds be- Low-Income Housing Tax Credit ceived that does not include an already es-

cause of the relatively small pool of Examination Group tablished account number for a Treasury

surety companies that offer surety bonds Room 3426 Direct Account);

for low- income housing buildings. Con- P.O. Box 12040 (d) receive a Treasury Direct

sequently, this program is being estab- Philadelphia, PA 19105 Statement of Account that displays both

lished to allow taxpayers to pledge Trea- .02 Upon receipt of the Form 8693, thdhe form of registration and the par
sury securities in lieu of a surety bond t@ervice will verify that the appropriate@mount of Treasury securities pledged;
secure the taxpayer’s liability for credit re-dollar amount of Treasury securities ha&nd o

capture under § 42(j). Upon furnishingbeen pledged and will provide the tax- (€) submit within 30 days from
Treasury securities, the taxpayer will beayer with a Treasury Direct collateraf €C€IPt @ copy of the Treasury Direct
treated, solely for purposes of applyingustomer package and approval memaziatement of Account to the Service at the
§ 42(j), as if the taxpayer had not disposedindum authorizing the establishment ofddress cited in section 3.01(6) of this rev-
of the interest and the taxpayer will bahe Treasury Direct Account. The taxcnue procedure as evidence that the col-
deemed to continue to own the disposeghayer must then: lateral pledge account has been funded.

of-interest under the rules of § 42(c). The (1) complete the Bureau of Public (2) For secondary market pur-

taxpayer will not, however, be treated apebt New Account Request Form (PDchases, the taxpayer must: :
(a) purchase a Treasury security

claiming any additional low-income hous-5182) including the following informa- fth ft 4 val h
ing credit for the disposed-of-interest forjon: of the correct term and value on the sec-
ondary market through a broker/dealer;

any period following the disposition. If (a) taxpayer identification num- )

the qualified basis of the taxpayer'er (TIN); transfer EEL 'Il'rr]gtar:lfrt trs]gczrrci)tke(;/rd;jcliiitti(;s
deemed interest in a qualified low-income (b) taxpayer mailing address; ito an establishedyTreasu?l Direct Ac-
building decreases after a disposition of (c) telephone number; and COURt: y

the taxpayer’s interest in the qualified (d) the direct deposit informa- '

(c) receive a Treasury Direct
ent of Account that displays both
rm of registration and the par

low-income building, the Treasury securition for the taxpayer’s bank account tai iam
ties may be forfeited in whole orin part. - which payments will be credited and pursp, ¢ 10
chases debited.

SECTION 3. PROCEDURES FOR \ _ amount of Treasury securities pledged;

ESTABLISHING A TREASURY (2) submit the PD 5182 Wllth thegng

DIRECT ACCOUNT Service approval memoraqdum to: (d) submit a copy of the Trea-

Bureau of the Public Debt sury Direct Statement of Account to the

The procedures for establishing a Trea- IRS Collateral - DCS (PD-DCS) gervice as evidence that the collateral

sury Direct Account with the Service are 200 Third Street pledge account has been funded.

as follows: P.O. Box 428 .04 Taxpayers may purchase any com-
.01 Taxpayers must complete the Form Parkersburg, WV 26106 bination of eligible Treasury securities to

8693, Low Income Housing Tax Credit .03 Upon receipt of PD 5182, the Buprovide the required amount of collateral.
DiSpOSitiOﬂ Bond, (See, however, any furreau of the Public Debt (PD-DCS) will es-All Treasury Direct Accounts are struc-
ther revisions to the Form 8693 and its intablish a zero par collateral account (thatired so that:
structions for any changes in reporting) tés, an account without a balance). Tax- (1) Maturing securities are automat-
determine the required amount of Treapayers will then have 60 days to fund théally reinvested in the same type of in-
sury securities to be pledged as follows: account through original issue or secstruments previously held. If a like rein-
(1) write the words “TREASURY ondary market purchases of eligible Trearestment option is not available upon a
DIRECT ACCOUNT” across the top of sury securities, which are: 26-week Treasecurity’s maturity, the proceeds are in-
Form 8693; sury bills, $1,000 minimum, $1,000vested in the next offered 26 week Trea-
(2) complete Part | of the Form 8693nultiples; and 52-week Treasury bills,sury bill. No interest accrues or is paid
which includes lines 1 through 5 (substi$1,000 minimum, $1,000 multiples. for any period between investments.
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(2) PD-DCS reports to the ServiceService will review the taxpayer’s request  Low Income Housing Tax Credit

all Form 1099 information concerning theand notify PD-DCS to return the posted Examination Group
accounts. securities. PD-DCS will not process any ~ Room 3426

(3) All refund payments are creditedtransfer request from the taxpayer unless it P.O. Box 12040
electronically to the bank account othas been reviewed by the Service. Philadelphia, PA 19105

record on the previously established Trea- 07 The taxpayer has two options inre- ~ Phone Number: (215) 861-1212
sury Direct Account. A refund paymentceiving back the securities from the Trea- _ (EXt. 144) _
on a Treasury bill is an amount equal t%ury Direct Account. The taxpayer may: .09 Admln!stratlve guestions concern-
the dif_“ferenc_e between_ the face value and (1) establish a new Treasury Direcind the establishment of 'the Treasury Di-
the price p_a|d for the bill when purchaseq\..qunt using the Public Debt New Ac-rect Account should be _dlrected to:
at original issue. ) count Request Form or designate an exist- Bureau of the Public Debt

. (4) Taxpayers are SUbJECt.tO annue}hg Treasury Direct Account in the tax- Iz%i _I(;rc])'llgtgral-DCS
maintenance or other fges applicable gerﬁ'ayer’s name and complete the Security PO Bc;:( 42tgeet
e_r_ally_to investors holdmg Tr;aasury SeCUT 2 nsfer Request Form (PD 5179) to P.arl.(eerurg WY 26106
rities in Trea_sury D|r§ct. Refer to annualransfer the securities into the new or ex- e )
Federal Register notices for the schedule; : . Phone Number: (304) 480-6158
of maintenance fees. Isting Treasury Direct Accoun'F, or

.05 Taxpayers are not able, without (2) complete the Security TransfelSECTION 4. EFFECTIVE DATE

written authorization from the Service, toand Sale Request Form (PD-5179-1) to This revenue procedure is effective (In-

transfer securities or initiate otherransfer the securities to the commercialer gate of publication).

changes to the collateral account. HowMarket's National Book-Entry System

ever, taxpayers may communicate di(NBES). The securities are transferre@RAFTING INFORMATION

rectly with PD-DCS with any change infrom the Treasury Direct system into the The principal author of this revenue

bank account information. Federal Reserve’s Bank of Chicago’s aGsiocequre is Jack Malgeri of the Office of
.06 At the end of the required postingount in NBES to be sold on the seCaggistant Chief Counsel (Passthroughs

period, the taxpayer must complete a S@ndary market. and Special Industries). For further infor-

curity Transfer Request Form (PD 5179), .08 Questions regarding the computanation regarding this revenue procedure,

and forward the Request Form PD 5179 tion of the required amount of collaterakontact Mr. Malgeri at (202) 622-3040

the Service at the address noted in Sectioan be directed to: (not a toll-free call).

3.01(6) of this revenue procedure. The Internal Revenue Service
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Rev. Proc. 99-9

Use this revenue procedure to prepare Form 8596 for submission to Internal Service (IRS) using any of the following:

» Magnetic Tape

» Tape Cartridge

e 8mm, 4mm, and Quarter Inch Cartridges
» 3%-inch Diskette

Note: IRS, Martinsburg Computing Center has discontinued processing %-inch diskettes. Filers who currently use this
type of media for filing should consider one of the acceptable options from the list above.

NOTE:
Following is a list of related forms for filing Information Returns Magnetically/Electronically:

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

e Form 4804 — Transmittal of Information Returns Reported Magnetically/Electronically

» Form 4802 — Transmittal of Information Returns Reported Magnetically/Electronically (Continuation)
» Notice 210 — Preparation Instructions for Media Label

Caution to Filers:

Format changes to accommodate Year 2000 will occur for Tax Year 1998 in calendar year 1999, as well as a significant chanc
record size from 420 positions to 750 positions.
Treasury has mandated that all electronic year dates exchanged with non-IRS organizations, both government and private,
input and output, shall adhere to the following:
— All Gregorian date formats will be in the format “YYYYMMDD".
— All other year date formats (e.g., Julian, Tax Period, Cycle Dates) will expand representations from 2-digit year to 4-dic
year: “YYYY”.

The Internal Revenue Service, Martinsburg Computing Center encourages filers to make copies of the blank forms in the
back of this publication.
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Section 3. Tape Cartridge Specifications

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

Section 5. 34-Inch Diskette Specifications

Section 6. Transmitter “T” Record - General Field Descriptions

Section 7. Transmitter “T” Record - Record Layout

Section 8. Payer “A” Record - General Field Descriptions

Section 9. Payer “A” Record - Record Layout

Section 10. Payee “B” Record - General Field Descriptions

Section 11. Payee “B” Record - Record Layout

Section 12. End of Payer “C” Record - General Field Descriptions and Record Layout
Section 13. End of Transmission “F” Record - General Field Descriptions and Record Layout

PART A. GENERAL
Sec. 1. Purpose

.01 Section 6050M of the Internal Revenue Code, which was added by section 1522 of the Tax Reform Act of 1986 (Public Law
99-514) and amended by section 1015(f) of the Technical and Miscellaneous Revenue Act of 1988 (Public Law 100-647), requires
Federal Executive Agencies to file an information return with the Internal Revenue Service (IRS) reporting the name, @ddress an
Taxpayer Identification Number (TIN) of each person and/or corporation with whom the agency enters into a contract, tigether wi
any other information required by Treasury regulations.

.02 The purpose of this revenue procedure is to provide the requirements and conditions for reporting information required on
Form 8596, Information Return for Federal Contracts, and Form 8596-A, Quarterly Transmittal of Information Returns for Federal
Contracts, on magnetic media, which inclufeach magnetic tape; IBM 3480, 3490 or AS400 compatible tape cartridges (includ-
ing 8mm, 4mm and Quarter Inch Cartridges [QIC]); agtiBch diskettes.

.03 This revenue procedure applies to Federal Executive Agencies with respect to their contracts (including contract actions
treated as new contracts) entered into (or treated as entered into) on or after September 30, 1998. With respect tnigabasic or
contract entered into before 1989, it does not apply to an increase contract action treated as a new contract if thecurceelase o
before April 1, 1990, or if the increase is not in excess of $50,000. Please read this revenue procedure carefully.

.04 This revenue procedure supersedes Rev. Proc. 94-56, reprinted as Publication 1516 (Rev. 9-94), Specifications for Filing
Forms 8596, Information Return for Federal Contracts, on Magnetic Tape, Tape Cartridgé;” dndkatte.

Sec. 2. Nature of Changes

.01 Legislative changes for Tax Year 1998, as well as Year 2000 changes, necessitated major changes in the record format
for information returns filed magnetically. Additional fields have been added to some existing records. IRS/MCC has re-
designed the record layouts and expanded record lengths from 420 positions to 750 positions for the Payer “A” Record, the
Payee “B” Record, the End of Payer “C” Record, and the End of Transmission “F” Record. In addition, a Transmitter “T”
Record has been added as the first record on the file. The record changes make it imperative for filers to read this publica-
tion in its entirety. Failure to comply with the new record format will result in the media being returned to the filer for cor-
rection and replacement.

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

.01 All information returns filed magnetically are processed at IRS/MCC. Files containing information returns and requests for
IRS magnetic media information are to be sent to the following addresses:

[] []

If by Postal Service: or If by truck or air freight:
IRS-Martinsburg Computing Center IRS-Martinsburg Computing Center
Information Reporting Program Information Reporting Program
P. O. Box 1359 Route 9 and Needy Road
Martinsburg, WV 25402-1359 Martinsburg, WV 25401

.02 Telephone inquiries for the Information Reporting Call Site may be made between 8:30 a.m. and 4:30 p.m. Eastern time,
Monday through Friday.
.03 The telephone numbers for magnetic media inquiries are:
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[]

304-263-8700 - Call Site
304-264-7070 - IRP-BBS (Information Reporting Program-Bulletin Board System)
304-267-3367 - TDD (Telecommunication Device for the Deaf)
304-264-5602 - Fax Machine
(These araot toll-free telephone numbers.)
TO OBTAIN FORMS:
1-800-TAX-FORM (1-800-829-3676)

http:\\www.irs.ustreas.gov-Internet Access to forms
Sec. 4. Form 4419, Application for Filing Information Returns Magnetically/Electronically

.01 For purposes of this revenue procedure, the PAYER is the agency making payments, and the TRANSMITTER is the orge
zation submitting the magnetic media file. Payer and transmitter may be the same organization. Transmitters are required to c
plete Form 4419, Application for Filing Information Returns Magnetically/Electronically.

.02 Magnetic tape, tape cartridge, and diskette may not be submitted to IRS/MCC until the application has been approved. Ple
read the instructions on the back of Form 4419 carefully. Form 4419 is included in this publication for the transmittdddiuse.
tional forms may be obtained by calling 1-800-TAX-FORM (1-800-829-3676). This form may be photocopied.

.03 Upon approval, a five-character alpha/numeric Transmitter Control Code (TCC) will be assigned and included in an appro
letter. The TCC must be coded in field positions 16-20 of the Transmitter “T” Record. Blanks are not acceptable in this field

There should be only one (1) TCC, and one (1) “T” Record for a file. If more than one TCC is being used to report informatio
there must be separate media for each TCC. Two different TCCs may not be used on the same media.

.04 A Federal Executive Agency may elect to have the Director of the Federal Procurement Data Center (FPDC) file the retu
required for certain contracts on its behalf. See Part A, Sec. 5.

.05 After approval to file on magnetic media has been received, the transmitter need not reapply each year. IRS should be not
in writing if:

(&) he payer has discontinued filing magnetically for two years. The payer's TCC may have been reassigned by IRS/MC
Payers who are aware that the TCC assigned will no longer be used are requested to notify IRS/MCC so these numbers
be reassigned.

(b) A service agency has been used to prepare the magnetic media, but the transmitter has computer capability to do the ti
mission. The transmitter must apply for his or her own TCC.

.06 The TCC should be provided in all contacts with IRS/MCC.

.07 One Form 4419 should be submitted, even if the transmitter files on more than one type of magnetic méghach.mag-
netic tapes, tape cartridges [8mm, 4mm] and Quarter Inch Cartridge [QIC], ¥asidlcB diskettes). Multiple TCCs will only be is-
sued to agencies with multiple TIN&nly one TCC will be issued per TIN.

.08 Form 4419 may be submitted any time during the year; however, it must be submitted to IRS/MCC at least 30 days before
due date of the return(s) to ensure timely filing.

Sec. 5. Filing Requirements

.01 The requirements for Federal contracts are governed by section 6011(e)(2)(A) and section 6050M of the Internal Revel
Code and Regulations section 1.6050M-1. A Federal Executive Agency that enters into 250 or more reportable contracts durir
one year period, beginning October 1 of each year, must file Form 8596 on magnetic media for each quarter of that oog. year pe

.02 The information returns required by this section with respect to contracts of a Federal Executive Agency entered into on
after January 1, 1989, must be filed on a quarterly basis for the calendar quarters ending on the last day of Marcterdbee, Sept
and December, on or before the last day of the month following that quarter for which the returns are being made.

.03 The information returns required by this section with respect to contracts of a Federal Executive Agency for each calen
guarter, beginning October 1 of each year may be made in one submission or in multiple submissions.

.04 If, beginning on October 1 of any year, a Federal Executive Agency has reasonable expectations to enter into fewer than
reportable contracts during a one year period, beginning October 1, the agency may file paper Forms 8596 and 8596-A with the
Kansas City Service Center, Kansas City, MO 64999-2222.
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.05 Election to have the Director of the Federal Procurement Data Center file returns on behalf of an agendy.Federal
Executive Agency may elect to have the Director of the Federal Procurement Data Center (FPDC) file the required retusns with IR
on behalf of the agency. The agency must comply with the requirements of the Federal Procurement Data System (FPDS) in sub-
mitting the information.

.06 In order to make this election, the head of a Federal Executive Agency (or his or her delegate) shall attach a signed statement
to its submission to the FPDC for that quarter stating the following:

(a) The Director of the FPDC (or his or her delegate) is authorized to submit the required returns on behalf of the agency for
contracts for that quarter in accordance with an election under 26 CFR 1.6050M-1(d)(5).

(b) Under the penalties of perjury, the official has examined the information submitted by the agency to the FPDC who will
submit the returns to IRS. The official certifies that information to be, to the best of his or her knowledge and belief, an a
curate compilation of agency records maintained in the normal course of business for the purpose of making true, correct,
and complete returns as required by section 6050M.

.07 An agency that elects to have the FPDC file its returns must not submit those same returns to the IRS.

.08 If a contract is increased by more than $25,000 under one action, the action should be treated as a new contract and reported
to IRS for the calendar quarter in which the increase occurs. This could occur through the exercise of an option carttaied in
or initial contract or under any other rule of contract law, expressed or implied, when the amount of money or other lgigperty o
ated under the contract is increased by more than $25,000.

.09 Special rules to filing requirements are as follows:

(a) If a subcontract is entered into by the Small Business Administration (SBA) under a prime contract between SBA and a
procuring agency pursuant to section 8(a) of the Small Business Act, the procuring agency, not the SBA will be required to
file.

(b) A Federal Supply Schedule Contract or an Automated Data Processing Schedule Contract entered into by the General Ser-
vice Administration (GSA), or a schedule contract entered into by the Department of Veterans Affairs (VA) on behalf of one
or more Federal Executive Agencies, is not to be reported by the GSA or VA at the time of execution. When a Federal Ex-
ecutive Agency, including the GSA or the VA, places an order under a schedule contract, the Federal Executive Agency
must file.

.10 Exceptions: The following are not required to be reported under section 6050M:

(&) Any contract action of $25,000 or less;

(b) Any contract that provides for all amounts payable under the contract by a Federal Executive Agency will be paid on or be-
fore the 120th day following the date of the contract action and for which it is reasonable to expect that all amounts will be
S0 paid;

(c) Alicense granted by a Federal Executive Agency;

(d) An obligation of a contractor (other than a Federal Executive Agency) to a subcontractor;

(e) Debt instruments of the U. S. Government or a Federal agency, such as Treasury Notes, Treasury bonds, Treasury bills, U.
S. Savings Bonds, or similar instruments;

(f) An obligation of a Federal Executive Agency to lend money, lease property to someone, or sell property;

(g9) Ablanket purchase agreement. However, when an order is placed under a blanket purchase agreement, a contract then ex-
ists and Form 8596 must be filed,;

(h) Any contract with a contractor who, in making the agreement, is acting in his or her capacity as an employee of a Federal
Executive Agency (e.g., any contract of employment under which the employee is paid wages subject to Federal income
tax withholding);

(i) Any contract between a Federal Executive Agency and another Federal Governmental unit or any subsidiary agency;

() Any contract with a foreign government or agency or any subsidiary agency;

(k) Any contract with a state or local government or agency or any subsidiary agency;

() Any contract with a person who is not required to