the qualified higher education expensan agricultural or horticultural organiza-on luxury automobiles), and section 3.16
exclusion for tax years beginning intion described in § 501(c)(5) is treatedithe hourly limit on attorney fee
1997. as derived from an unrelated trade oawards).

.07 1988 Base Year AdjustmenfBhe business by reason of any benefits or
CPI for 1996 is 155.2416666667 and therivileges to which members are entitied>ECTION 8. DRAFTING
CPI for 1988 is 116.6166666667. ThiSif the amount of required annual dueéNFORMATION
results in an inflation adjustment faCtorfrom each member does not exceed
of 1.3312133772. This factor applies tog;03.
the personal exemption for tax years
beginning in 1997.

.08 1987 Base Year AdjustmenfBhe
CPI for 1996 is 155.2416666667 and th
CPI for 1987 is 111.9833333333. This .
results in an inflation adjustment factor3'0SS Income a
of 1.3862926031. This factor applies tg®xclusion begins to phase out and th
the “kiddie tax” (including the election a@mounts at which the phaseout is com
to report on the parent's return) and thélete, are as follows:

limitation on the alternative minimum Threshold Completed Revenue Service. For further informa-
tax exemption for “kiddie tax” reported Phaseout ~ Phaseout tjon regarding these factors, contact Mr.

on a parent’s return, the standard dedug=iling Status Amount Amount Ludlum on (202) 874-0026 (not a toll-

tion amounts, and the insubstantial ben- free call)
efit limitations for charitable contripu- Code & 1(a)  $72,150 $102,150 '

The principal author of this revenue
procedure is John Moran of the Office
.02 Rev. Proc. 94-72Rev. Proc. 94— of Assistant Chief Counsel (Income Tax
72, 1994-2 C.B. 811, is modified asand Accounting). For further information
ollows: For tax years beginning in regarding this revenue procedure, con-
995, the amounts of modified adjusted@ct Mr. Moran on (202) 622-4940 (not

bove which the § 133 toll-free call). _
e The economist responsible for devel-

opment of the factors set forth in this
revenue procedure is David Ludlum of
the Research Division of the Internal

tions for tax years beginning in 1997.0thers $48,100 $ 63,100

.03 Rev. Proc. 93—49RevV. Proc. 93— 26 CFR 601.602: Forms and instructions.
SECTION 6. EFFECT ON OTHER 49, 10032 CB. 281 o modified acAlso Partl, §5 6011, 6051, 6071; 3L6011(a)4,
DOCUMENTS ’ B ’ 31.6051-1, 31.6071(a)-1.

follows: For tax years beginning in
.01 Rev. Proc. 95-53Rev. Proc. 95— 1994, the amounts of modified adjustedkev. Proc. 96-60
53, 1995-2 C.B. 445, is amplified andgross income above which the § 135
modified as follows: exclusion begins to phase out and th€ECTION 1. PURPOSE
(1) Kiddie Tax. For tax years be- amounts at which the phaseout is com- 1 This revenue procedure modifies
ginning in 1996, the amount in effectplete, are as follows: and supersedes Rev. Proc. 84-77,

under § 1(g)(4)(A)(ii)(l) for purposes Of, Threshold Completed 1984-2 C.B. 753. This revenue proce-
the election to report on a parents Phaseout Phaseout dure explains both the standard proce-
retum is the same as that provided ijing staius Amount  Amount  dure and an alternate procedure for

section 3.02(b) of this revenue proce- - filing F W—2. W
dure for tax years beginning in 1997.Code § 1(a)  $70,350 $100,350 g:%pa_:_r;r:(gsa:;\gn:elr;% Fgrrrrr; W—3, Trzgrlli-

(2) Alternative Minimum Tax Ex- Others $46,900 $ 61,900 ittal of Income and Tax Statements:

emption for “Kiddie Tax” Reported on g4 Rey, Proc. 92-102.Rev. Proc. Form 941, Employer's Quarterly Federal
Parents ReturnFor tax years beginning o> 10> 19922 C.B. 579, is modifiedTax Return; Form W-4, Employee’s

in 1996, the amount in effect under ¢ o10ws: For tax years beginning inWithholding Allowance Certificate; and

8 63(C)(5)(A) is the same as that pro-gq3 e amounts of modified adjustedorm W-5, Earned Income Credit Ad-

\pl)lr%?:((jedll:]resefgtrlo?ax&ggag Lhe'zmrre“‘;]znuiﬁgross income above which the § 13yance Payment Certficate in certain
1997, exclusion begins to phase out and th@l(?g“'s'tr'%’:]s-an ésmrel‘(’)e';lrje prgg: lge 2FC"

(3) Income from United States SayAmounts at which the phaseout is comP ©2 b i IIIO )I/I h(Su oy (1)
) lete, are as follows: quires substantially all the property (1)
ings Bonds for Taxpayers Who Pay’ used in a trade or business of another

Qualified Higher Education Expenses. Threshold  Completed  employer (predecessor), or (2) used in a
For tax years beginning in 1996, the Phaseout  Phaseout  geparate unit of a trade or business of a
amoun'[?3 of moﬁlffdhadgus,l'tgg grolss _mFlIlng Status  Amount Amount predecessor, and in connection with, or
come above which the exclusio immediately after the acquisition (but
begins to phase out and the amounts %?ﬁgrsg 1@ §f5852058 gggégg during the same calendar year) the suc-
which the phaseout is complete, are a: ’ ' cessor employs individuals who immedi-
follows: SECTION 7. EFFECTIVE DATE ately prior to the acquisition were em-
Threshold Completed ployed in the trade or business of the
Phaseout Phaseout .01 General RuleExcept as provided predecessor. (The term “trade or busi-

Filing Status  Amount Amount in sections 6 and 7.02, this revenueess,” for purposes of this revenue

procedure applies to tax years beginningrocedure, may include the activity of a
Code § 1(a) $74,200 $104,200 in 1997. nonprofit organization or of a federal or
Others $49,450 $ 64,450 02 calendar Year RuleThis revenue state agency.)

(4) Treatment of Dues Paid to Ag-procedure applies to transactions or .02 This revenue procedure does not
ricultural or Horticultural Organiza- events occurring in calendar year 199apply to the situation described in Rev.
tions. For tax years beginning in 1996,for purposes of section 3.12 (the expaRul. 62-60, 1962-1 C.B. 186, which
no portion of annual dues required bytriation tax), section 3.13 (the excise taxelates to the absorption of one corpora-
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tion by another in a statutory merger offirst calendar month following the quar-erty and hiring of employees from the

consolidation, where the resultant entityter for which it is made. predecessor, as described in section
is regarded as the same taxpayer and the .06 Section 6051(a) provides that (1)L.01, the predecessor may cease to pay
same employer as the absorbed corporavery person required to deduct an@ny wages required to be reported on

tion. withhold income tax, or who would Form 941 (for example, the predecessor
have been required to deduct and withmay go out of business). In that case,
SECTION 2. CHANGES hold if the employee had claimed nothe predecessor must file the Form 941

.01 Section 4.01, which provided themore than 1 withholding exemption, orfor the quarter of the acquisition as a
time frame for a predecessor to furnist(z) every employer engaged in a traddinal Form 941. If the predecessor does
Forms W-2 under the standard proceor business who pays remuneration fonot cease to pay any wages required to
dure, has been modified to explain thatervices performed by an employeebe reported on Form 941, (for example,
the predecessor must furnish Formgnust furnish a written statement to arthe predecessor remains in business) a
W-2 to its former employees, and fileemp|oyee regarding the remuneratiofinal Form 941 is not required. Instead,
Forms W-2 and W-3 with the Socialpaid to the employee during the calenthe predecessor would file its quarterly
Security Administration (SSA) on andar year. Section 31.6051-1(a) providesorm 941 for the quarter of the acquisi-
expedited basis, if the predecessor hagat the statement is Form W—2. Forntion. The successor, under the standard
ceased to pay wages and is required t/—2 must be furnished to the employegrocedure, performs all the reporting
file a final Form 941. on or before January 31 of the followingduties for the wages and other compen-

.02 Section 5.01, which provided thecalendar year. If the employee’s employsation it pays.
alternate procedure for furnishing Formsnent is terminated before the close of .02 Forms W-2.

W-2, has been modified to provide thathe calendar year, however, and the (1) In general. If, under the cir-

the expedited furnishing and filing re-employee requests the Form W-2 ircumstances described in section 1.01,
quirements do not apply to the succeswriting, the Form W-2 must be fur- the predecessor is not required to file a
sor. nished to the employee within 30 daydinal Form 941, the predecessor and

.03 Section 5.02, which provided theof the later of the written request fromsuccessor both must furnish Forms W-2
alternate procedure for the predecessthe employee or the last payment ofo their respective employees no later
to submit Form 941, has been modifiedvages, provided such 30-day periodhan January 31 of the following calen-
to provide that if the predecessor isends before January 31. dar year. If an employee requests the
required to file a final Form 941, the .07 Section 31.6051-1(d)(1)(ii) pro-Form W-2 earlier, however, the Form
predecessor must both furnish Formsides that, effective January 1, 1997, afV—2 must be furnished within 30 days
W-2 to its employees who are notemployer who is required to file a final of the written request, or within 30 days
acquired by the successor and filgForm 941 must furnish Forms W-2 toafter the final payment of wages to the
Forms W-2 and W-3 with SSA on anits employees on or before the dat€mployee, whichever is later, provided
expedited basis. required for filing the final Form 941. If the 30 day period ends before January

.04 Section 5.06 has been added tthe final Form 941 is a monthly return31. The predecessor and successor must
provide procedures for transferring elecas described in § 31.6011(a)-5, thdile Forms W-2 and W-3 for their
tronically filed Forms W-4 from the Forms W-2 must be furnished on oreéspective employees with SSA no later

predecessor to the successor. before the last day of the month inthan the last day of February of the
which the final Form 941 is required tofollowing calendar year.
SECTION 3. BACKGROUND be filed. (2) Expedited Forms W-2If, un-

; .vder the circumstances described in sec-
08 Section 31.6071(a) 1(61)(3)(”%tion 1.01, the predecessor is required to
file a final Form 941, the predecessor
must furnish Forms W-2 to its former
£mployees on an expedited basis. The

.01 Section 6011(a) of the Internal ¢ A
Revenue Code provides that any persoprovides that, effective January 1, 199
made liable for any tax, or for the@n employer who is required to file a
collection of the tax, must make a returrdfinal Form 941 must file Forms W-2

or statement according to the forms oANd W-3 on or before the last day o
regulations prescribedgby the Secretarghe second calendar month following the °'M" W2 are due on or before the

02 Section 31.6011(a)-1 of the Emperiod for which the final Form 941 is date required for filing the final Form

| O T R i b iled 941. If the predecessor is required to file
ployment fax Regulations prescribe . : Form 941 on a monthly basis, the Forms
Form 941 as the form to use for persons 09 Section 31.3402(f)(5)-1(c) pro-\,, "5 - " 4o "0n or b}éfore the last day

required to make a quarterly returnvides that an employer may establish & .o = - o 50" i the final Form
under the Federal Insurance ContribuSystem for its employees to file Formg,, i \oqiired to be filed. The prede-

tions Act. W-4 electronically. cessor must also file Forms W-2 and

.03 Section 316011(a)_4 prescribe ECTION 4. STANDARD W-3 with SSA on an expedited basis.
Form 941 as the form to use for person ROCEDURE The Forms W-2 and W-3 are due on or
required to make a quarterly return o before the last day of the second calen-
income tax withheld from wages. .01 In general. Under the standard dar month following the period for

.04 Section 31.6011(a)-6 providesprocedure, the predecessor performs alvhich the final Form 941 is required to
that an employer who ceases to payhe reporting duties for the wages ande filed.
wages reportable on Form 941 shall fileother compensation it pays. These duties .03 Forms W-4. The predecessor
a final Form 941. include the filing of quarterly Forms must keep on file the Forms W-4
.05 Section 31.6071(a)-1 provide€941l and the furnishing and filing of provided by its former employees. The
that the Form 941 generally must be~orms W-2 and W-3. In connectiontransferred employees must provide the
filed on or before the last day of thewith the successor’s acquisition of propsuccessor with new Forms W-4 as the
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successor now becomes responsible fégtorms W-2 must be furnished by theform. The successor employer must sub-
deducting and withholding tax from successor to its employees (both thenit to the Service, in accordance with
wages paid to the transferred employeesicquired employees and any other em8 31.3402(f)(2)-1(g), copies of the
.04 Forms W-5. The predecessor ployees of the successor) by January 3Eorms W-4 received by the predecessor
must also keep on file the Forms W-50f the following calendar year. Formsduring the current calendar quarter and
provided by its former employees. TheW—2 and W-3 must be filed by thethe preceding calendar quarter.
transferred employees must provide théuccessor with SSA by the last day of .06 Transfer of Forms W—4 furnished
successor with new Forms W-5 for the=ebruary of the following calendar year.electronically. If the predecessor and
current year. (2) Expedited Forms W-2If, un- successor both maintain an electronic
der the circumstances described in sesystem for use by employees in filing
SEC. 5. ALTERNATE PROCEDURE tion 1.01, the predecessor is required téorms W-4, and the systems are com-
file a final Form 941, the predecessompatible, the predecessor may electroni-
must furnish Forms W-2 to the employ-cally transfer the Forms W-4 of the
Bes who are not employed by the sucacquired employees to the successor.
8ssor on an expedited basis. Formshe successor may also choose to ac-
—2 and W-3 filed with SSA by the quire and maintain the predecessor’s
predecessor must also be filed on asystem. If these options do not apply,
expedited basis. The successor is ndhe transferred employees must provide
same calendar year by the successQLqired to either furnish Forms W—2 tothe successor with a new Form W-4,
(acquired employees). In such circumy,e acquired employees or to file theeither electronically or on paper, as
stances the acquired employees presurgyms \w—2 and W—3 with SSA on anprescribed by the successor.
ably will be paid wages by the succesyynedited basis. .07 Forms W-5. The predecessor
sor in the same_calendar year and_ the 03 Form 941 filed by predecessor.must transfer to the successor all Forms
Forms W-2 furnished to the acquirédry the extent the wages paid and th&V—5 for the current year that were
employees by the successor for the yeqL,qs withheld by the predecessor are tprovided to the predecessor by the ac-
will include wages paid, and taxes with-pe jncluded in the Forms W—2 furnishedquired employees.

held, by both the predecessor and thg, e acquired employees by the suc-
successor. The predecessor Will also bgagsor there will be a difference beSECTION 6. EFFECT ON OTHER

relieved from filing Forms W-—2 with yyeen the amounts shown on the predd)REVENUE PROCEDURES

SSA for the acquired employees. Th&.ogsor's Form W—3 and its Form 941
’ i i ~ ) . - Rev. Proc. 84-77 is modified and
predecessor’s entire Form W-2 reportingyhen the predecessor files  its Formy nerseded
ot.)llllgtf)atlons for ;‘jh% acr?uwed employ?ri%ﬂ, it should attach a statement ex: '
will be assumed by the successor. laining the discrepancy and include th
predecessor remains responsible for tS me gaddress aﬁd igentification num%SECTION 7. EFFECTIVE DATE
Form W-2 reporting obligations for ﬁ?r of the successor and a reference to ThiS revenue procedure is effective

those employees who are not employeg,ic revenue procedure. This Form g4panuary 1, 1997.

by the successor. cannot be filed electronically. See Rev.

02 Forms W-2. Proc. 96-19, 19964 LR.B. 80, sectiorpeo o & PAPERWORK

(1) In general. If, under the cir- 3.03.

cumstances described in section 1.01, .04 Form 941 filed by successor. The collections of information con-
the predecessor is not required to file &here will be a corresponding differencetained in this revenue procedure have
final Form 941, the predecessor musbetween the amounts shown on th&éeen reviewed and approved by the
furnish Forms W-2 to employees whosuccessor's Form W-3 and its FornOffice of Management and Budget in
are not employed by the successor b941. When the successor files its Formaccordance with the Paperwork Reduc-
January 31 of the following calendar941, it should also attach a statement tton Act (44 U.S.C. 3507) under control
year. Forms W-2 and W-3 filed by theits Form 941 explaining the discrepancynumber 1545-1510.
predecessor with SSA for employeesnd include the name, address, and An agency may not conduct or spon-
who are not employed by the successddentification number of the predecessosor, and a person is not required to
are due the last day of February of theand a reference to this revenue proceespond to, a collection of information
following calendar year. If the successodure. This Form 941 cannot be filedunless the collection of information dis-
assumes the predecessor’s obligation wlectronically. See Rev. Proc. 96-19plays a valid control number.
furnish Forms W-2 to the acquired1996-4 I|.R.B. 80, section 3.03. For The collections of information in this
employees for a calendar year, the sudnstructions relating to annual wagerevenue procedure are in sections 5.03
cessor must assume the predecessotimitations, see § 31.3121(a)(1)-1. and 5.04. This information is required to
entire Form W-2 reporting obligation. .05 Forms W-4. The predecessorexplain the discrepancy between the
Thus, Forms W-2 furnished by themust transfer to the successor all curreramounts reported on Forms 941 and
successor to the acquired employeeSorms W—4 that were provided to thew-3 filed by both the predecessor and
must include the wages paid and the@redecessor by the acquired employeesuccessor who use the Alternate Proce-
taxes withheld by both the predecessofhe successor must keep the transferrature. This information will be used to
and the successor. The successor musorms W-4 on file and deduct andassist the IRS in reconciling Forms 941
include on the Forms W-2 any amountvithhold from the wages it pays to theand W-3. The collections of information
reportable by the predecessor, includingcquired employees according to theare required to use the Alternate Proce-
“Other compensation” or uncollected information supplied on those formsdure. The likely respondents are busi-
employee tax on tips, if applicable.unti an employee submits a revisechess or other for-profit institutions.
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.01 In general.lIf, in connection with
the circumstances described in sectio
1.01, the predecessor and successor
agree, the predecessor will be relieve
from furnishing Forms W-2 to any
employees who will be employed in the



The estimated total annual reportingSECTION 14 ADMINISTRATIVE RE-
burden is 110,700 hours. VIEW PROCESS FOR DENIAL OF
The estimated annual burden per re- PARTICIPATION IN THE ELEC-
spondent is 12 minutes. The estimated TRONIC FILING PROGRAM
number of respondents is 553,500. SECTION 15 ADMINISTRATIVE RE-

The estimated annual frequency of VIEW PROCESS FOR SUSPEN-
responses is on occasion. SION FROM THE ELECTRONIC

Books or records relating to a collec- FILING PROGRAM
tion of information must be retained asSECTION 16 VITA AND TCE SPON-
long as their contents may become ma- SORED ELECTRONIC FILING
terial in the administration of any inter- SECTION 17 EMPLOYER SPON-
nal revenue law. Generally tax returns SORED ELECTRONIC FILING
and tax return information are confiden-SECTION 18 EFFECT ON OTHER
tial, as required by 26 U.S.C. 6103. DOCUMENTS

SECTION 19 EFFECTIVE DATE

SECTION 9. DRAFTING SECTION 20 INTERNAL REVENUE
INFORMATION SERVICE OFFICE CONTACT

The principal author of this revenueSECTION 21 PAPERWORK REDUC-

procedure is Jean M. Casey of the Of- TIONACT

fice of the Associate Chief Counsel
(Employee Benefits and Exempt Organi-SECTION 1. PURPOSE

zations). For further information regard- This revenue procedure informs thos

ing this revenue procedure, contact Mswho participate in the 1997 Electronic
Casey on (202) 622-6040 (not a toll-Filing Program for Form 1040 and Form

free call). 1040A, U.S. Individual Income Tax Re-

turn, and Form 1040EZ, Income T

Return for Single and Joint Filers With

26 CFR 601.602: Tax forms and instructions.

(Also Part |, Sections 6012, 6061; 1.6012-5No Dependents, of their obligations to

1.6061-1.)

Rev. Proc. 96-61 cedure updates Rev. Proc.

CONTENTS 1995-2 C.B. 419.

SECTION 1 PURPOSE

SECTION 2 BACKGROUND AND
CHANGES

SECTION 3 ELECTRONIC FILING
PARTICIPANTS—DEFINITIONS

SECTION 4 ACCEPTANCE IN THE

SECTION 2. BACKGROUND AND
CHANGES

the Internal Revenue Service, taxpayers: o ionic Fili
and other participants. This revenue prog,
95-49

section 7 of this revenue procedure for
procedures for completing Form 8453.

.03 The Service will periodically is-
sue a publication that lists the forms and
schedules associated with a Form 1040
that can be electronically transmitted.

.04 A Form 1040, a Form 1040A, or
a Form 1040EZ cannot be electronically
fled after October 15, 1997, notwith-
standing the fact that the taxpayer has
been granted an extension to file a
return beyond that date.

.05 An amended tax return cannot be
electronically filed. A taxpayer must file
an amended tax return on paper in
accordance with the instructions for
Form 1040X, Amended U.S. Individual
Income Tax Return.

.06 A tax return that has a foreign
address for the taxpayer cannot be elec-
tronically filed. Army/Air Force (APO)
and Fleet (FPO) post offices are not

onsidered foreign addresses.

.07 A tax return for a decedent can-
not be electronically filed. The decedent’s
spouse or personal representative must
ile a paper tax return for the decedent.

.08 This revenue procedure updates
Rev. Proc. 95-49, which applied to the
ng Program for the 1996
iling season. The updates include
¢hanges in the Electronic Filing Pro-
gram for the 1997 filing season, clarifi-
cations of prior Electronic Filing Pro-
gram statements, and additional guid-
ance derived from other Service docu-

.01 Section 1.6012-5 of the Incomements that relate to the Electronic Filing
Tax Regulations provides that the ComProgram. Some of the updates are:
missioner may authorize the use, at the

(1) in certain circumstances, a let-

option of a person required to make aer may be submitted in lieu of a revised
return, of a composite return in lieu of Form 8633 (section 4.04);
any form specified in 26 CFR Part 1 (2) the application period to submit
(Income Tax), subject to the conditionsa new application for an applicant that
limitations, and special rules governingpurchases an Electronic Filer on or after
the preparation, execution, filing, andNovember 1, 1996, is 30 days after the
correction thereof as the Commissionedate of the purchase (section 4.05(2));
may deem appropriate. (3) the time period to submit a
.02 For purposes of this revenue prorevised Form 8633 is extended to 30
cedure, an electronically filed Formdays (section 4.06);
1040, Form 1040A, or Form 1040EZ is (4) a Principal for a firm or organi-
a composite return consisting of eleczation is defined (section 4.10);
tronically transmitted data and certain (5) certain Responsible Officials

ELECTRONIC FILING PROGRAM

SECTION 5 RESPONSIBILITIES OF
AN ELECTRONIC FILER

SECTION 6 PENALTIES

SECTION 7 FORM 8453, U.S. INDI-
VIDUAL INCOME TAX DECLA-
RATION FOR ELECTRONIC FIL-
ING

SECTION 8 INFORMATION AN
ELECTRONIC FILER MUST PRO-
VIDE TO THE TAXPAYER

SECTION 9 DIRECT DEPOSIT OF

REFUNDS paper documents. The nonelectronic pomay be listed on a maximum of ten or
SECTION 10 REFUND ANTICIPA- tion of the return consists of Form 8453 twenty Forms 8633 (sections 4.12);

TION LOANS U.S. Individual Income Tax Declaration (6) an Electronic Filer's foreign lo-
SECTION 11 BALANCE DUE RE- for Electronic Filing, and other papercation no longer has to have an APO or

TURNS documents that cannot be electronicallfFPO address and additional information

SECTION 12 ADVERTISING STAN-
DARDS FOR ELECTRONIC FIL-
ERS AND FINANCIAL INSTITU-
TIONS

SECTION 13 MONITORING AND
SUSPENSION OF AN ELEC-
TRONIC FILER

transmitted. Form 8453 must be redis required on Form 8633 for a foreign
ceived by the Service before any eleclocation (section 4.14);

tronically filed return is complete (see (7) a nonparticipating ERO may be
section 5.08 of this revenue procedure)ropped from the Electronic Filing Pro-
An electronically filed return must con- gram (section 4.16);

tain the same information that a return (8) a fee for the electronic trans-
filed completely on paper contains. Seenission of a tax return may not be
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