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SECTION |. PURPOSE

This revenue procedure informs those
who participate in the IRS e-fife Program
of their obligations to the Intemnal Rev-
enue Service, taxpayers, and other partici-
pants. The IRS e-file Program allows tax-
payers to file their income tax returns
through an Electronic Return Originator,
or by using a personal compater, modem,
and commercial tax preparation software
(the Form 104% 1RS On-Line Filing Pro-
gram). The following returns can be filed
under the IRS e-fife Program: (1) Form
1040 and Form 1040A, U. 5. Individual
Income Tax Return; and (2) Form
1040EZ, Income Tax Return for Single
and Joint Filers with no Dependents. This
revenue procedure modifies and super-
sedes Rev. Proc, 9850, 1998-2 C.B. 368
(IRS e-file Program), and Rev. Proc,
98-51, 19982 C.B. 380 (Form 104¢ IRS
On-Line Filing Program).

SECTION 2. BACKGROUND AND
CHANGES

.0t Section 1.60t1-1(a) of the Income
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Tax Regulations provides that every per-
son subject to income tax must make a re-
turn or statemnent as required by the repu-
lations, The return or statement must
include the information required by the
applicable regulations or forms.

.02 Section 301.6061—-1(b) of the Reg-
ulations on Procedure and Administration
authorizes the Secretary to prescribe in
forms, instructions, or other appropriate
guidance the method of signing any re-
tumn, statement, or other document re-
quired to be made under any provision of
the internal revenue laws or regulations.

.03 Section 1.6012-5 of the regula-
tions provides that the Commissioner may
authorize the use, at the option of a person
required to make a return, of a composite
return in bew of any form specified in 26
CFR Part 1 (Income Tax), subject to the
conditions, limitations, and special rules
goveming the preparation, execution, fil-
ing, and corvection thereof as the Com-
missioner may deer appropriate.

.04 This revenue procedure combines
the rules governing the IRS e-file Pro-
gram with the rules governing the Form
1040 IRS On-Line Filing Program {previ-
ously set forth in Rev. Proc. 98-30 and
Rev. Proc. 98-51, respectively).

.05 This revenue procedure incorpo-
rates substantive changes made to the [RS
e-file Program, including changes to the
definitions of program participants (see
section 3 of this revenue procedure) and
changes to the sanctions that may be im-
posed upon Auathorized IRS e-file
Providers (see section 7 of this revenue
procedure).

06 Many of the rules goveming par-
ticipation in the IRS e-file Program are
now set forth in IRS Publications. See
section 5.01 of this revenue procedure.

SECTION 3. DEFINITIONS

.01 A participant in the IRS e-file Pro-
gram is referred fo as an “Authorized IRS
e-file Provider.” The Authorized IRS
e-file Provider categories are:

(1) ELECTRONIC RETURN
ORIGINATOR. An “Electronic Retwrn
Originator” (ERO) originates the elec-
trontc submission of income 1ax returns,

{2} INTERMEDIATE SERVICE
PROVIDER. An “Intermediate Service
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Providetr” receives tax return information
from an ERO {or fiom a taxpayer who
files electronically using a personal com-
puter, modem, and cornmercial tax prepa-
ration software}, processes the tax return
information, and either forwards the in-
formation to a Transmitter, or sends the
information back to the ERQ (or tax-
payet).

(3) SOFTWARE DEVELOPER. A
“Software Developer™ develops software
for the purposes of (a) formatting elec-
tronic tax return information according to
Publication 1346, Electronic Return File
Specifications and Record Layouts for
Individual Income Tax Returns; andfor
(b) transmitting ¢lectronic tax return in-
formation directly ta the Service.

{4) TRANSMITTER. A “Transmit-
ter” {ransmits electronic tax return infor-
roation directly to the Service,

.02 The Authorized IRS e-file
Provider categories are not mumally ex-
clusive. For example, an ERO can, at the
same time, be a Transmitter, Software
Developer, or Intermediate Scrvice
Provider depending on the function(s)
performed.

{3 A “Responsible Official” is an in-
dividual with authority over the IRS
e-file operation of the office(s) of the Au-~
thorized IRS e-file Provider. is the first
point of contact with the Service, and has
authority to sign revised IRS e-file appli-
cations. A Responsible Official is re-
sponsible for ensuring that the Autho-
rized IRS e-file Provider adheres to the
provisions of this revenue procedure and
the publications and notices governing
the IRS e-file Program.

SECTION 4. ACCEPTANCE IN THE
IRS e-file PROGRAM

A1 1adividuals, businesses, and orga-
nizations that wish to participate in the
[RS e-file Program must apply for partic-
ipation and must be accepted by the Ser-
vice,

{02 The procedures governing applica-
tion to the IRS e-file Program are in-
cluded in Publication 3112, The IRS
e-file Application Package.

03 The circumstances under which
the Service may deny participation in the
IRS e-file Program are included in Publi-
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cation 1345, Handbook for Authorized
e-file Providers of Individual Income Tax
Returns., An applicant who is denied par-
ticipation may seek administrative re-
view of the denial. See section 8 of this
revenue procedure.

.04 To continue participation in the
IRS e-file Program, Awthorized IRS e-file
Providers must adhere to all requirements
of this revenue procedure and the publi-
cations and notices governing the IRS
e-file Program.

SECTION 5. RESPONSIBILITIES OF
AN AUTHORIZED IRS e-file
PROVIDER

.01 To ensure that returns are accu-
rately and efficiently filed, an Authorized
IRS e-file Provider must comply with the
provisions of this revenue procedure and
all publications and notices governing the
IRS e-file Program. The Service will
from time to time update such publica-
tions and notices to reflect changes to the
program. It is the responsibility of the
Authorized IRS e-file Provider to ensure
that it complies with the latest version of
all publications and notices. The publica-
tions and notices governing the IRS ¢-file
Program inclade:

(1) Publication 1343, Handbook for
Authorized 1RS e-file Providers of Indi-
vidual Income Tax Returns;

(2) Publication 1345A, Filing Sea-
sen Supplement for Authorized IRS e-file
Providers of lndividual Income Tax Re-

turns;
' (3) Publication 1346, Electronic Re-
turn File Specifications and Record Lay-
outs for [ndividual Income Tax Retarns;

(4) Publication 1436, Test Package
for Electronic Filing of Individual ln-
come Tax Returns,

{5} Publication 3112, The IRS e-file
Application Package; and

{6) Postings to the Efectronic Filing
System Bulletin Board {(EFS Bulletin
Board) and the IRS “Digital Daily” web
site at; hitp://www.irs.gov on the Internet,

.02 The publications and notices
listed in section 5.0} supplement this
revenue procedure but do not supersede
it. A viofation of a provision of these
publications and notices is considered a
violation of this revenue procedure and
may subject the participant to the sanc-
tions provided in section 7 of this rev-
enue procedure.
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SECTION 6. PENALTIES

DLl Penalties for Disclosure or Use of
Information.

(1) An Authorized IRS e-file
Provider, except a Software Developer
that does not have access to taxpayer in-
formation, is a tax return preparer under
the definition of § 301.7216-1{b). A tax
return preparer is subject to a criminal
penalty for unauthorized disclosure or use
of tax retumn information. See § 7216 of
the Internal Revenue Code and
§ 301.7216-1{a}. In addition, § 6713 es-
tablishes civil penalties for unauthorized
disclosure or use of tax return information.

(2) Under § 301.7216-2(h), disclo-
sure of tax return information among Au-
thorized IRS e-file Providers for the pur-
pose of electronically filing a retarn is
permissible. For example, an ERO may
pass on tax return information to an Inter-
mediate Service Provider andfor a Trans-
mitter for the purpose of having an elec-
tronic return formatted and transinitted to
the Service.

.02 Other Preparer Penalties.

(1} Preparce penalties may be as-
serted against an individual or firm meet-
ing the definition of an income tax retum
preparer under § T7701(a}(36) and
§ 301.7701-15. Preparer penalties that
may be asserted under appropriate cir-
cumstances include, but are not limited to,
those set forth in §§ 6694, 6695, and
6713,

(2) Under § 301.7701-15(d), Autho-
rized IRS e-fife Providers are not income
tax return preparers for the purpose of as-
sessing most preparer penalties as long as
their services are limited to “typing, re-
production, or other mechanical assis-
tance in the preparation of a return or
claim for refund.”

{3) If an ERO, Intermediate Service
Provider, Transmitter, or the product of a
Software Developer alters the return in-
formation in a nonsubstantive way, this
alteration will be considered to come
under the “mechanical assistance” excep-
tion described in § 301.7701-15(d). A
nonsubstantive change is a correction or
change limited to a transposition error,
misplaced entry, speiling error, or arith-
metic correction.

{4) If an ERO, Intermediate Service
Provider, Transmitter, or the product of a
Software Developer alters the return in-
formation in a way that does not come
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under the “mechanical assistance” excep-
tion, the Authorized {RS e-fife Provider
may be held liable for income tax retam
preparer penalties. See § 301.7701-15;
Rev. Rul, 85-189, 1985-2 C.B. 34|
{which describes a situation where a Soft-
ware Developer was determined to be an
income tax return preparer and subject to
certain preparer penalties).

03 Other Penalties. In addition to the
above specified provisions, the Service
reserves the right to assert all appropriate
preparer, nonpreparer, and disclosure
penalties against an Authorized IRS e-file
Provider as warranted under the circom-
stances.

SECTION 7. MONITORING AND
SANCTJONING OF AN AUTHORIZED
IRS e-file PROVIDER

.01 The Service will monitor Autho-
rized 1RS e-file Providers for compliance
with the rules governing the IRS e-file
Program. The Service may sanction an
Authorized IRS e-fife Provider for violat-
ing any provision of this revenue proce-
dure or the publications and notices gov-
erning the IRS e-fife Program.

{02 Sanctions that the Service may im-
pose upon an Authorized IRS e-file
Provider for violations desctibed in sec-
tion 7.0} of this revenae procedure in-
clude a written reprimand. suspension or
expuision from the program, and other
sanctions, depending on the seriousness
of the infraction. Publication 1345 de-
scribes the infraction categories and the
rles governing the imposition of sanc-
tions.

SECTION 8. ADMINISTRATIVE
REVIEW PROCESS

01 An applicant that has been denied
participation in the IRS e-fife Program
{see section 4.03 of this revenoe proce-
dure} has the right to an administrative re-
view. During the administrative review
process, the denial of participation re-
mains in effect.

02 An Authorized IRS e-fife Provider
may seck administrative review for any
sanction the Service may impose under
section 7 of this revenue procedure,

03 Publication 1345 describes the pio-
cedures regarding administrative review
of a denial of participation in the IRS
e-file Program and any sanction imposed
by the Service.
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SECTION 9. PILOT PROGRAMS

.01 The Service regularly conducts
pilot programis to introduce new technol-
ogy into the IRS e-file Program, These
pilot programs are usually conducted
within a limited geographic area or within
a limited taxpayer or practitioner commu-
nity, The Service establishes rules for par-
ticipating in these pilot programs and em-
bodies these rules in an tmplementing
document typically referred to as a “Mem-
orandum of Understanding™ (MOU) or
“Memorandum of Agreement”™ (MOA).
Pilot participants must agree to the provi-
sions of the implementing docoment in
order to participate in the pilot program.

.02 An implementing document sup-
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plements this revenue procedure, but does
not supersede it.  Participants in a pilot
program rematn subject to the provisions
of this revenue procedure unless the im-
plementing document specifically pro-
vides otherwise,

.03 A violation of a provision of an im-
plementing document is considered a vio-
lation of this revenue procedure and may
subject the participant to sanctions (see
section 7 of this revenue procedure).

SECTION i0. EFFECT ON OTHER
DGCUMENTS

Rev. Proc, 98-50, 1998-2 C.B. 368, and
Rev. Proc, 98-51, 1998-2 C.B. 380, are
modified and, as modified, are superseded,

148

SECTION 11. EFFECTIVE DATE

This revenue procedure is effective
July 13, 2000, except for the provisions of
section 7 of this revenue procedure,
which are effective for sanctions imposed
on or after January 1, 2001,

SECTION {2, INTERNAL REVENUE
SERVICE OFFICE CONTACT

All questions regarding this revenue
procedure should be directed to the [nter-
nal Revenue Service. The telephone
number for this purpose is (202) 283-
0531 {not a toll-free number).
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PERSONS REQUIRED TO MAKE RETURNS— §6012 [§36.442] 62,585

Proposed Amendments

— Caution: See List of Proposed Amendments at T19,000 .«
[136,446B} § 1.6012-3. Returns by fiduciaries, PS.79.93, 7/22/94,
Par. 3. Section 1.6012-3 is amended by revising paragraph (a¥9) to read as follows:
(a) * KN

(9) A trust any portion of which is created as owned by the grantor or another person
pursuant to section 671 and following. In the case of a trust any part of which is treated as
owned by the grantor or another person under the provisions of subpart E (section 671 and
following) part I, subchapter J, chapter 1 of the Internal Revenue Code see § 1.6714.

* %k & W0

® Regulations

11 36,447} §1.6012-4. Miscellaneous returns.~For returns by regulated invest-
ment companies of tax on undistributed capital gain designated for special treatment
under section 832(bX3X DN, see §1.852-9. For returns with respect to tax withheld on
nonresident aliens and foreign corporations and on tax-free covenant bonds, see
§ §1.1461-1 to 1.1465-1, inclusive. For returns of tax on transfers to aveid income tax,
see §1.1494-1. For the requirement of an annual report by persons completing a
Governinent contract, see 26 CFR (1939) 17.16 (Treasury Decision 4906, approved
June 23, 1939, and 26 CFR (1939) 16 15 (Treasury Decision 4909, approved June 28,
1939}, as made applicable to section 1471 of the 1954 Code by Treasury Decision 6091,
approved legusl 16, 1954 (19 F R. 5167, C.B. 1954-2, 47} See also §1.1471-1_[Reg.
§1.6012-4.

.01 Historical Comment: Proposed 9/19/58. Adopted 2/13/59 by T.I>. 6364. Amended 12/20/74
by T.I>. 7332.

® Regulations

{Y36,448] §1.6012-5 Composite return in lieu of specified form—The Com-
missioner may authorize the use, at the option of a person required to make a return, of
a composite return in liew of any form specified in this part for use by such a person,
subject to such conditions, limitations, and special rules governing the preparation,
execution, filing, and correction thereof as the Commissioner may deem appropriate.
Such composite return shall consist of a form prescribed by the Commissioner and an
attachment or attachments of magnetic tape or other approved media. Notwithstand-
ing any provisions in this part to the contrary, a single form and attachment may
comprise the returns of more than one such person. To the extent that the use of a
compeosite return has been authorized by the Commissioner, references in this part to a
specific form for use by such a person shall be deemed to refer also to a composite
return under this section. {Reg. § 1.6012.5.]

.01 Historical Comment: Adopted 8/15/72 by T.D. 7200,
® Regulations

{136,449] §16012-6. Returns by political organizations.—(a} Requirement
of return—{(1} In general. For taxable vears beginning after December 31, 1974, every
political organization described in section 527(e}(1), and every fund described in
section 527(1)(3) or section 527(g), and every organization described in section 501(c)
and exemnpt from taxation under section 501(a) shail make a return of income within

. the time provided in section 6072(b), i a tax is imposed on such an organization or

fund by section 527(b}.

(2) Taxable vears beginning after December 31, 1971, and before January I,
1975 For taxable years beginning after December 31, 1971, and before January 1,
1975, any political organization which would be described in section 527{eX1} if such
section applied to such years shall not be required to make a return if such organization
would not be required to make a return under paragraph (a)(1) of this section.

95(12) CCH—Standard Federal Tax Reports Reg. § 1.6012-6(a)}2) 9 36,449



