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INCOME TAX

T.D. 8745, page 15.
Finai regulations under section 2808 of the Code relate to
deductions available upon demolition of a building.

T.D. 8746, page 4.

Final regulations under section 171 of the Code refate to the
federal income tax treatment of bond premium and bond is-
suance premium,

T.D. B747, page 18.

Final regulations under section 1396 of the Code relate to
the peried employers may use in computing the empower-
ment zone employment credit.

T.D. 8749, page 16.

Final regulations under section 1202 of the Code relate to
the 5C-percent exclusion for gain from certan small busi-
ness stock.

EXEMPT ORGANIZATIONS

Rev. Proc. 98-19, page 30.

Organizations excepted from reporting lobbying ex-
penditures. This procedure provides guidance to organiza-
tions exempt from taxation under Code section 501(a) on
the application of amendments made to Code sections
162(e} and 6033{e) by section 13222 of the Omnibus Bud
get Reconciliation Act of 1993. Rev. Procs. 95-39 and
95-35A superseded.

Announcement 98-10, page 35,
Alist is gven of organizations now classified as private fourr
dations. .

Finding Lists begin on page 40.
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GIFT TAX

Rev. Rul. 98-8, page 24.

Disposition of qualifying income interest. If a surviving
spouse acquires the remander interest in a trust subject to
a QTiP election under section 2056(b}(7) of the Code in con-
nection with the transfer by the surviving spouse of property
or cash to the hotder of the remainder interest, the surviving
spouse makes a gift under sections 2511, 2512, and 2519
of the Code.

T.D. 8743, page 26.

Final regulations under section 2702 of the Code permit the
reformation of a personal residence trust or a qualified per-
sonal residence trust in arder to comply with the applicabie
requirements for such trusts.

T.D. 8744, page 20.

Final regulations under section 2518 of the Code relate to
the treatment of disclaimers for estate and gt tax pur-
poses.

EMPLOYMENT TAX

Announcement 98-9, page 35.
This announcement provides corrections to the 1998 Circw-
lar £, Employer’s Tax Guide (Publication 15).

ADMINISTRATIVE

Rev. Proc. 98-20, page 32.

This procedure sets forth the acceptable form of wnitten as-
surances that will except the sale ar exchange of a principal
rasidence from information reporting.

Announcement of Disbarments and Suspensions begins on page 37.
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Part lll. Administrative, Procedural, and Miscelianeous

26 CFR 631105 Examinanon of rerurns and
clatms for refund, credir, or abatement;
deiermmination of correct tax fiability.

(Alsp 88 F62. 501, and 6033}

Rev. Proc. 98-19
SECTION 1. PURPOSE

This Revenue Procedure provides guid-
ance o organizations exempt from taxa-
tion under § 501{a) of the Internal Rev-
enue Code of 1986 on certain exceptions
from 1he reporting and notice require-
ments of § 6033(e){1) and the 1ax im-
posed by § 6033(ex2}. The revenue pro-
cedure updates and supersedes Rev. Proc.
95-35, 1995-2 C.B. 391, as modified by
Rev. Proc. 95-35A, 1995-2 C.B. 392.

Rev. Proc. 95-35 and Rev. Proc, 95~
35A were issued pursuant to the Secre-
tary’s authority 1o relieve tax-exempl orga-
nizations from the burden of meeting the
reporting and notice requirements of
§ 6033(e)(1) or the rax imposed by
§ 6033(e¥2) where the organization estab-
lishes 10 the satisfaction of the Secretary
that substantially all of the dues or other
similar amourms paid by persons to such
organization are no! deductible without re-
gard to § 162(e). Rev. Proc. 95-35 and
Rev. Proc. 95-35A identify cenain tax-ex-
empt organizations thal are treated as satis-
fying the requirements of § 6033{e}3) and
are thus not subject to the reporting and no-
tice requirernents of § 6033(eX ) or the tax
imposed by § 6033(e)(2). Procedures for
other exempt organizations to establish
1tha 1they satisfy the requirements of
§ 6033(e ) 3) are also provided.

In light of comments submitted in re-
sponse 10 Rev. Proc. 95-35, the Service
has determined that the requirements
shoald be modified to further relieve the
burden of § 6G33(e)(1}. This revenue pro-
cedure retains the requirements set out in
Rev. Proc. 95-35, and Rev. Proc. 95-33A,
with the modification that the amount of
annual dues (or similar amounts) that may
be received by organizations described in
§ 4.02 withour becaming subject to the re-
quirements of § 6033(e) is increased to
375 or less,

SEC. 2. BACKGROUND

Secuon 6033{e) imposes reporting and
notice requirements on ax-exempt orga-
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nizations (other than § 501(c)(3) organi-
zations} thar-incur lobbying and political
expenditures 1o which § 162(e) applies
(“nondeductible lobbying expenditures™).
Section 162(e) denies a deduction, other-
wise atlowable under § 162(a) as an ordi-
nary and necessary trade or business ex-
pense, for certain lobbying and political
expenditures. Section 162(e}3) denies a
deduction for the dues (or other similar
amounts) paid 1o certain tax-exempt orga-
nizations 1o the extent that the organiza-
tion, at the lime the dues are assessed or
paid, notifies the dues payer that the dues
are aliocable to nondeductible lobbying
expenditures.

Section 6033(e)(1) requires a lax-ex-
empt organization that pays or incurs
nondeductible lobbying expenditures to
notify its members, at the time the dues
{or other similar amounts) are assessed or
paid, of its reasonabie esttmate of the por-
tion of the dues that is alloczble to those
expenditures. Section 6033(e)(1) does
not, however, apply to tax-exempi organi-
zations described in § 501{c)(3), or to of-
ganizations thai esublish to the satisfac-
tion of the Secretary that substantially all
the dues they receive are not deductible
without regard 10 § 162(e). In additien,
organizations whose Jobbying and politi-
cal expenditures consist solely of certain
in-house expenditures for nondeductible
lobbying and whose total such expendi-
tures do not exceed 32,000 in a taxable
year are not subject to the reporting and
notice requirements of § 6033(e)1).

Section 6033(e)(2¥ A) provides that if a
tax-exempt organization fails to provide
the notices required by § 6033(e) 1), or if
the notices underestimate the actual
amount of dues allocable to nonde-
ductible lobbying expenditures, 1he orga-
nization 15 subject to tax (at the highest
rate imposed by § 11) on the aggregate
amount of dues allocable to nande-
ductible tobbying expendirures paid dur-
ing the taxable year that was not reported
on the notices. However, § 6033(e)(2)(B)
provides that if a tax would be imposed
on the organization because its estimate
of the nondeductible portion of the dues
was Iess than the actual armount allocable
te nondeductible lobbying expenditures,
the Secretary may waive the tax if the or-
ganization agrees to increase the amount
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reasonably estimated to be nondeductible
for the following taxable year by the
amount of the underestimate.

Section 6033(e)(3) provides that
§ 6033{e)(1)(A) shall not apply to an ex-
empt organization that establishes o the
satisfaction of the Secretary that substan-
tially all the ducs or similar amounts paid
by persons to the organization are not de-
ductible without regard to § 162{(e). The
tax imposed by § 6033{e)2XA) only ap-
plies to organizations subject to the notice
requirements of § 6033(e}I1XA).

SEC.3.SCOPE

This revenue procedure (i) sers forth
specific circumstances in which cenain
tax-exempt organizations are treated as
meeting the requirements of § 6033(e)(3),
and {ii} provides guidance (o other ex-
empt organizations regarding hiow they
may establish that they satisfy the require-
ments of § 6033{eX3}.

SEC, 4. APPLICATION

01 Exempr Organizations Auiomati-
cally Excepted Under Section 6033(e)3).
Organizations recognized by the Service
as exempt from taxation under § 501(a).
other than (i) social welfare organizations
described in § 501(c){4) that are not veter-
ans organizations, (i1} agricuitural and
horticvlrural organizations described in §
501(c)(5), and (iii) organizations de-
scribed in § 5Q1{c}G}, are treated as satis-
fying the requirements of § 6033(e}(3).

.02 Secrion 501(c)(4) Social Welfare
Organizations and Section 501(c)(3)
Agricultural and Horticultural Organiza-
tions. Social welfare organizations recog-
nized by the Service as exempt from taxa-
tion under § 501(c){4} and agricultural
and horticultural organizations recog-
nized by the Service as exempt from taxa-
tion under § 501({c)X 5} are treated as satis-
fying the requirements of § 6033(e)(3) if
either (3) more than 90 percent of all an-
nual dues (or similar amounts) are re-
ceived from persons, families, or entities
who each pay annual dues {or simlar
amaunts) of $75 or less, or {ii) more than
90 percent of all annual dues (or similar
amounis} are received from organizations
described in & 501{c)(3), stale govern-
ments, local governments, entities whose
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income tx 2wempt from tax under § 115,
or oreanizations cxcepted under section
4.01 of \his revenue procedure.

03 Section 30 (ck6) Organizations.,
Organizations recognized by the Service
as exemnpt from taxaiion under § 301c)-
{6) shall be treated as meeting the require-
ments of § 6033(e)3) if more than 9( per-
cent of all annual dues (or simitar
amounts) are received from organizatons
described in § 501{c) 3}, state govern-
ments, local governments, entities whose
income 15 exemnpi from tax under § 115,
or organizations ¢xcepted under section
4.01 of this revenue procedure.

SEC. 5. DEFINITIONS AND
PROCEDURES

01 Annual Dues {or Similar Amounis).
For purposes of this revenue procedure,
the term “anrnual dues™ means the amount
an organjzation requires a persen, family,
ar entity to pay to be recognized by the
organization as a member for an annual
period. For purposes of this revenue pro-
cedure, “similar amounts” includes, but is
not limited to, voluntary payments made
by persons, families, or entities, assess-
ments made by the organization to cover
basic operating costs, and special assess-
ments imposed by the organization to
conduct lobbying activities.

02 Member. For purposes of this rev-
enue procedure, “member” is used in its
broadest sense and is not limited to per-
sons with voting rights in the organization.

03 Treatment of Affiliated Organiza-
rions. For purposes of this revenue proce-
dure, if more than one organization de-
seribed in §§ 501{c)(4), 501(c)(5). or
501{c)}6) share a name, charter, historic
affiliation or similar characteristics and
coordinate their activites, all such organi-
zations shall be treated as parts of a single
organization. Only dues (or similar
amounts) paid by persons other thao the
organizations treated as being pars of the
single organization shall be considered
for purposes of applying this revenue pro-
cedure, All annual dues payments made
by each person outside the organizational
struciure 'to any organization within the
single organization are considered for
purpuses of applying this revenue proce-
dure o be paid to the single organization
for a single membership. If, under this
revenue procedure, the single organiza-

1938-7 I.R.B

Lion 1s censidered (o meer the require-
ments of § 6033(e)(3}, then «ll the organt-
zanons thal are treated as pants of the sin-
gle organization are considered to meet
the requirements of § 6033(e)(3). For
purposes of this revenue procedure, if or-
ganizations within the affihated structuce
are on different taxable years, the organi-
zations may base their calculations of an-
nual dues on any single reasonable tax-
able year.

04 Example of An Affitiated Organiza-
non. A group of social welfare organiza-
tions, each of which is recognized by the
Service as being described in § 501(c)(4),
share a commeon name and work jointly to
promole a single purpose. Each organiza-
tion operates at either the national. state,
or local level, Individuals and families
that are interested 1n the purpose pro-
moted by the organizations pay annual
dues of $75 to one of the locai organiza-
tions. The total amount of dues collected
from individuals and families is $950x.
Also, a number of corporations are mermn-
bers of the national organization and pay
annual dues of $500 directly to it. The
total amount of dues received from corpo-
rations is $50x. The organizations are
linked by a structure that makes the ocal
organizations members of the appropriate
state organizations and of the national or-
ganization. Accordingly, each local orga-
nization transfers a postion of the dues it
collects to the appropriate state organiza-
tion and another portion to the national
organization as dues. These transfer
amounts are significantly greater than
$75. Because the organizations share a
name and coordinate their activities, they
are treated as parts of a single organiza-
tion for purposes of determining whether
they satisfy the requirements of
§ 6033(e}(3). Therefore, only the dues (or
similar amoumnts) paid by persans other
than the organizations ireated as being
parts of the single organization are con-
sidered for purposes of appiying this rev-
enve procedure. The total amount of an-
nual dues paid by individuals and famities
at the $75 level is more than 90 percent of
all annual dues paid to both the locat affil-
ialed organizations by individuals and
families, and to the national organtzation
by corporations. Therefore, the singie or-
ganization satisfies the requirements of §
6033(e){ 3), which means that ali the aftil-
iated local and state organizations. and the
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national orgamizabion, are cach considered
to have satisfied the requirements of §
6033(e)3).

05 Seventy-five Dotlar Amuint to he
indexed for Inflation The 575 amount
for annual dues in section 1.02 will be in-
creased for taxable vears beginning after
December 31, 1998, by a cost-of-living
adjustment under § 1{f)(3} of the Code,
rounded to the next highest dollar.

06 Establishing that an Organization
is Described in § 60431e)3). Any exempt
organization that s not freated as sausfy-
ing the requirements of § 6033(e}(3)
under section 4 of this revenue procedure
may still establish that it salisfies the re-
quirements of § 6033(e}3) by: {1} main-
taining records establishing ihat 90 per-
cent or more of the annual dues (or
simitar amounts) paid to the organization
are not deductible without regard to §
162X(e}, and {it) notifying the Service that
it is described in § 6033(e)(3) on any
Form 990 {Return of Organization Ex-
empt From Income Tax) that it is required
to file. Unless an organization complies
with both of the above requirements, it
will not have estabhished to the satisfac-
tion of the Service that it meets the re-
quirements of § 6033{(e}3). Addingnally,
an organization may request a privale let-
ter ruling that substantially all the annual
dues (or similar amounts) paid to the or-
ganization are not deductibie, either di-
rectly or indirectly, without regard 1o
§ 162te). To receive a favorable povate
letter ruling, the organization must pro-
vide the Service with evidence esiablish-
ing that 90 percent or more of all annual
dues {or similar amounts) are not de-
ductible, either directly ur indirectly.
without regard to § 162fe). (f an organi-
zalton receives a favorable privare letter
ruling, the Service will not contest the or-
ganization's entitlement (o exemption
under § 6033(e)(3) for a subsequent year
so long as the character of the organiza-
tion’s membership is substantially stmilar
to its membership at the tme of the rul-
ing. Ruling requests shouid be submutted
1o the Assistant Commissioner (Employee
Plans and Exempt Organizations), Atten-
tion: CP:E:EQ, Intemal Revenue Service,
P.O. Box 120, Ben Franklin Stauon,
Washington, DC 20044, 1n accordance
with Rev. Proc. 98—, (995-1 [ R.B. 13}
(January 3, 1998) (or as revised).
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SEC. 6. EFFECT ON OTHER
DOCUMENTS

Rev. Proc. 95-335, 1995-2 C.B. 391,
and Rev, Proc. 95-354, 1995-2 CB. 392,
are superseded.

PAPERWORK REDUCTION ACT

The collection of information con-
tained in this revenue procedure has been
reviewed and approved by the Office of
Management and Budget in accordance
with the Paperwork Reduction Act (44
U.S.C. 3507) under control number
1545-1589. ’

An agency may ot conduct or sponsor,
and a person is not required to respond to,
a collection of information uniess the col-
fection of information displays a valid
OMB control number.

The collection of information in this
revenue procedure is in section 5.00. This
revenue procedure provides guidance to
organizations exempt from taxation under
§ 501(a) of the Internal Revenue Code of
1986 on certain exceptions from the re-
porting and notice requirements of
§ 6033(e)(1) and the tax imposed by
§ 6033(e}(2). It identifies certain tax-ex-
empt organizations that are treated as sat-
isfying the requirements of § 6033(e}3)
and are thus not subject to the reporting
and notice requirements of § 6033(e)(1)
or the tax imposed by § 6033(e)(2), and
provides procedures for other exempt or-
ganizations to establish that they satisfy
the requirements of § 6033(e)X3). The in-
formation maintained by exempt organi-
zations will be used in determining
whether they meet the exception provided
under § 6033(e}3). The record retention
and annual reporting are required to as-
sure compliance with the requirements of
§ 6033(e). The likely respondents are so-
cial welfare organizations exempt under
§ 501{c)(4), agncultural and horticultural
organizations exempt under 501{c){(5),
and business leagues exempt under
§ 501(c)(6) that wish 10 establish that they
feceive substantially dues from members
who do not claim a deduction for their
dues payments under § 162, without fe-
gard to § 162(e).

The estimated total annuatl recordkeep-
ing burden is 150,000 hours.

The estimated annual burden per orga-
nization vares {rom 1 hous to 100 haurs,
depending on individual circumstances,
with an estimated average of ) hours.
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The estimated number of organizations
required to maintain records is 15,000,

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

DRAFTING INFORMATION

The principal suthor of this revenue pro-
cedure is Thomas I, Miller of the Exempt
Organizations Division. For further
information regarding this revenue pro-
cedure contact Mr. Miller on (202) 622-
7867 (not a toll-free call).

26 CFR 601.602: Tax forms and instructions.
(Also Part I, Section 5045 : ] 60454, section [2])

Rev. Proc. 98-20

SECTION 1. PURPOSE

This revenue procedure sets forth the
acceplable form of the wrilten assurances
(certification) that a real estate reporting
person must obtain from the seller of a
principal residence to except such sale or
exchange from the information reporting
requirements for real estate transactions
under § 6045(e)X5) of the Intermal Rev-
enue Code.

SECTION 2. BACKGROUND

01 Section 6045(e) and § 1.6045—4 of
the Income Tax Regulations generaliy re-
quire a real estate reporting person {as de-
fined in § 6045()(2) and § 1.6045-4) to0
file an information return regarding a real
estate transaction and 1o furnish a payee
statement to the seller regarding that
transaction. The information retum and
stalement must include the name, address,
and taxpayer identification number {TTN)
of the seller, and the gross proceeds of the
real estate transaction. This information
is reponed on Form 1099-5, Proceeds
From Real Estate Transactions.

02 Section 312 of the Taxpayer Relief
Act of 1997 (the Act), Pub. L. No. 105~
34, 111 Stat. 768 (August 5, 1997}, effzc-
tive for sales or exchanges after May 6,
1997, amended § 6045(¢) by adding a
new paragraph (5), which excepts 2 sale
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or exchange of a residence from the
§ 6045(e) information reporing require-
ments if the seller provides the real estate
reporting persen with a certification set-
ting forth certain written assurances, in-
cluding an assurance that the rasidence is
the seller’s principal residence (within the
meaning of § 12]1) and an assurance that
the full amount of the gain on the sale or
exchange of the principal residence is ex-
cludabie from gross income under § 121,

.03 Secthion 312 of the Act also
amended § 121 to provide new rules for
the exclusion of gain on certain sales or
exchanges of a principal residence. Sec-
tion 121, as amended, provides that a Lax-
payer may exclude from gross income up
to $250,000 of gain on the sale or ex-
change of a principal residence if certain
conditions are met. In certain circum-
stances, a married individual filing a joint
return for the taxable year of the sale or
exchange may exclude from gross income
up to $500,000 of gain. This exclusion
also applics 1o the sale or exchange of
stock held by a tenant-stockholder in a co-
operative housing corporation (as defined
in § 216) and may apply te the sale or ex-
change of a remainder interest in a princi-
pal residence if the taxpayer so elects.

SECTION 3. SCOPE

This revenue procedure applies to the
information reporting requirements under
§ 6045(e) for a sale or exchange of a prip-
cipal residence.

SECTION 4. SELLER CERTIFICATION

.01 To be excepted from the informa-
tion reporting requirements 10 § 6045(e}
on the sale or exchange of a residence (in-
cluding stock in a cooperaiive housing
corporation), the reaf estate reporting per-
son must obtain from the seller a written
certification, signed by the seller under
penalties of perjury, that assutances (1)
through (4) set forth in section 4.02 of this
revenue procedure are true. For purposes
of this certification. the serm “seller” in-
cludes each owner of the residence that is
sold or exchanged. Thus, if a residence
has more than one owner, a real estate re-
porting person must either obtain a cenifi-
cation from each owner (whether marnied
or not) or file an information retum and
furnish a payee statement for any owner
that does not make the certification.

.02 The assurances are:
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