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

Section 42.—Low-Income Housing Rev. Rul. 97-25 lish in the Internal Revenue Bulletin a
Credit table of “bond factor” amounts for

In Rev. Rul. 90-60, 1990-2 C.B. 3, it o ina durina each cal
Low-income housing credit; satis- the Internal Revenue Service provided]IISpOSI 'ons occurming during each cak-
gndar month.

factory bond; “bond factor” amounts guidance to taxpayers concerning th X ) ) _
for the period April through June general methodology used by the Trea- This revenue ruling provides in Table
1997. This ruling announces thesury Department in computing the bondl the bond factor amounts for calculat-
monthly bond factor amounts to be usedactor amounts used in calculating théng the amount of bond considered
by taxpayers who dispose of qualifiedamount of bond considered satisfactorgatisfactory under 8 42(j)(6) for disposi-
low-income buildings or interests thereinby the Secretary under § 42(j)(6) of thetions of qualified low-income buildings
during the period April through Junelinternal Revenue Code. It further an-or interests therein during the period
1997. nounced that the Secretary would pubApril through June 1997.

Table 1
Rev. Rul. 97-25
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 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
Disposition

Apr '97 79.00 8135 8391 8690 9040 9439 9850 10245 106.31 110.36 112.52
May '97 78.77 81.11 83.66 86.64 90.13 94.09 98.18 102.11 105.95 109.98 112.52
Jun '97 78.55 80.88 8342 8640 89.87 93.81 97.88 101.79 105.61 109.64 112.52

For a list of bond factor amountstions occurring during the period Januprocedure for requesting a change in

applicable to dispositions occurring dur-ary through March 1997. accounting method and to the standards
ing other calendar years, see the follow- for granting an extension of time to
ing revenue rulings: Rev. Rul. 90-60,PRAFTING INFORMATION request a change in accounting method.

1990-2 C.B. 3, for dispositions occur- The principal author of this revenue "€ regulations provide for a longer
ring during calendar years 1987, 1988uling is Jack Malgeri of the Office of Period of time for filing an application

and 1989; Rev. Rul. 90-88, 1990-2 C.BAssistant Chief Counsel (Passthroughf” change in accounting method with

7, for dispositions occurring during cal-and Special Industries). For further in-N€ Commissioner. The regulations also
provide that an extension of time to file

endar year 1990; Rev. Rul. 91-67formation regarding this revenue ruling, e ; ;
1991-2 C.B. 13, for dispositions occur-contact Mr. Malgeri at (202) 622304020 application for change in accounting
ring during calendar year 1991; Rev(not a toll-free call). ?neéhogomeﬁiengra&m;glt)ér']réeusnusﬁﬁé
Rul. 92-101, 1992-2 C.B. 9, for dispo- : -

" - . ’ _ regulations affect taxpayers requesting a
sitions occurring during calendar yeargaction 446.—General Rule for change in method of accounting for

1992; Rev. Rul 93-83, 1993-2 C.B. B)yethods of Accounting federal income tax purposes. The text of

for dispositions occurring during calen- ;
P 9 9 56 CFR 1.446-1: General rule for methods ofthese temporary regulations also serves

dar year 1993’ Rev Rul. 94_71' 1994_ accounting. as the text of REG-209837-96 and
C.B. 4, for dispositions occurring during REG-105299-97, page 8.

calendar year 1994; Rev. Rul. 95-83T.D. 8719 ] _
1995-2 C.B. 8, for dispositions occur- DATES: These regulations are effective
ring during calendar year 1995, RevDEPARTMENT OF THE TREASURY May 15, 1997. N

Rul. 96-16, 1996-1 C.B. 3, for disposi-Internal Revenue Service For dates of applicability of these
tions occurring during the period Janu26 CFR Parts 1, 301 and 601 regulations, see 88 1.446-1T(e)(3)(iii),
ary through March 1996; Rev. Rul. . . 301.9100-1T(h) and 601.204T(e) of

' Requirements Respecting the these regulations.

96-33, 1996-27 |.R.B. 4, for disposi-
tions occurring during the period April
through June 1996; Rev. Rul. 96-45

Adoption or Change of Accounting
Method; Extensions of Time to
Make Elections

FOR FURTHER INFORMATION CON-
TACT: Cheryl L. Oseekey at (202)

1996-39 |.R.B. 5, for dispositions oc- 622-4970 (not a toll-free number).
curring during the period July throughAGENCY: Internal Revenue Service
September 1996; Rev. Rul. 96-59(IRS), Treasury. SUPPLEMENTARY INFORMATION:

1996-50 I.R.B. 4, for dispositions oc-
curring during the period October
through December 1996; and Rev. RUSUMMARY: This document contains This document contains amendments
97-16, 1997-13 I.R.B. 4, for disposi-temporary regulations relating to theto the Regulations on Income Taxes (26
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CFR part 1), the Regulations on ProceSpecial Analyses Par. 3. Section 1.446-1T is added to
dure and Administration (26 CFR part read as follows:

It has been determined that this Trea-
301), and the Statement of Procedur ST S
Rulgs (26 CFR part 601) relating to thaéury decision is not a significant regula-g 1 446-1T General rule for methods of

; - ory action as defined in EO 12866.5ccounting (temporary).
requirements for changes in method Ofperefore, a regulatory assessment is not g (temporary)

accounting and extensions of time {Qeqyired. It also has been determined () through (d) [Reserved] For further
make elections. Proposed and temporaihat section 553(b) of the Administrativeguidance, see § 1.446-1(a) through (d).
regulations relating to extensions of timeprocedure Act (5 U.S.C. chapter 5) does (€) Requirement respecting the adop-
to make elections were published in theyot apply to these regulations. Sectionion or change of accounting method.
Federal Registerfor June 27, 1996 (61 1.446-1(e)(3)(i) and 601.204(b) require (1) and (2) [Reserved] For further
FR 29714 and 61 FR 33365). These taxpayer to file a Form 3115, Appli- guidance, see § 1.446-1 (e)(1) and (2).
regulations extend the time for filing ancation for Change in Accounting (3)(i))(A) [Reserved] For further
application for change in accountingMethod, with the Commissioner within guidance, see § 1.446-1(e)(3)(i).
method under § 1.446-1(e)(3)(i) andhe first 180 days of the taxable year in (B) For any Form 3115 filed on or
amend 88 301.9100-1T and 301.9100which the taxpayer desires to make thafter May 15, 1997, permission to
3T to provide that an extension of timechange. The temporary regulations irthange a taxpayer’s method of account-
to file an application for change inthis document, 8§ 1.446-1T(e)(3)(i) andng will not be granted unless the tax-
accounting method beyond the year prof01.204T(b), merely extend the time forpayer agrees to the Commissioner’s pre-
vided in these regulations will pbe filing the _Form 3115 and_, there_fore, doscribed terms and conditions for
granted only in unusual and compelling?©t contain a new collection of informa-effecting the change, including the tax-
circumstances. tion. Thus, because the regulations dable year or years in which any adjust-
not impose a collection of information ment necessary to prevent amounts from
on small entities, the Regulatory Flex-being duplicated or omitted is to be
ibility Act (5 U.S.C. chapter 6) does nottaken into account.

Section 446(e) requires that a taxapply. Pursuant to section 7805(f) of the (i) and (iii) [Reserved] For further
payer obtain the Commissioner’s Coanterna_I Reven_ue Code, th_ese temporaryuidance, see § 1.446-1(e)(3) (i) and
sent before changing a method of actegulations will be submitted to the (jii).

counting. Sections 1.446-1(e)(3)(i) andchief Counsel for Advocacy of the
601.204?(b) require the taxpa(y()as 2é)ﬁ|e a>mall Business Administration for com-PART 301—PROCEDURE AND AD-

Form 3115, Application for Change inment on their impact on small businessMINISTRATION

Accounting Method, with the Commis- Par. 4. The authority citation for part

sioner within the first 180 days of the 301 continues to read in part as follows:

taxable year in which the taxpayer de- The principal author of these regula- Authority: 26 U.S.C. 7805. * * *

sires to make the change. Sectiongsions is Cheryl L. Oseekey of the Office Par. 5. In § 301.9100-1T, paragraph
301.9100-1T and 301.9100-3T providef Assistant Chief Counsel (Income Tax(h) is amended by adding a sentence at
limited relief for extending the time to and Accounting). However, other per-the end of the paragraph to read as
file a Form 3115 (not to exceed 90 daysonnel from the IRS and Treasury Defollows:

from the deadline for filing the Form partment participated in their develop-

3115 except in unusual and compellingnent. § 301.9100-1T Extensions of time to
circumstances). v s s e make elections (temporary).

Sections 1.446-1(e)(3)(i) andAdo ; .
. ption of Amendments to the Regula- (h) * * * |n addition, § 301.9100—
601.204(b) are amended to provide thaﬁons 3T(0)(2)()) is effective for any Form

a taxpayer must file a Form 3115 with .
T ; ; 3115 filed on or after May 15, 1997.
d the taxable Accordingly, 26 CFR parts 1, 301, '
the Commissioner during the taxable gly p Par. 6. In § 301.9100-3T, paragraph

year in which the taxpayer desires tcand 601 are amended as follows: O oed g oll :
make the change in method of account- (©)(2)() is revised to read as follows:
. ) ART 1—INCOME TAXES

ing. Taxpayers are encouraged to file th § 301.9100-3T Other extensions (tem-
Form 3115 as early as possible during Paragraph 1. The authority citation for orary)
the year of change to provide the IRSpart 1 continues to read in part ad’ '

Explanation of Provisions

Drafting Information

adequate time to process the applicatiofvllows: O
prior to the original due date of the Authority: 26 U.S.C. 7805. * * * (c) »**

3 * % %
taxpayer’'s return. Par. 2. Section 1.446-1, paragraph (2)

N i i j he procedure described
. i (e)(3)(i) is amended by adding a sen- () Subject to the p .
In_addition, 8§ 301.9100-1T and, n 0% he end of the paragraph to redft 8 1-446-1T(e)(3)() of this chapter

301.9100-3T are amended to provide ¢ . (requiring the advance written consent
that an extension of time to file a Form ' of the Commissioner);

3115 (i.e., beyond the taxable year) wills 1 4461 General rule for methods of o e

only be granted in unusual and Compeléccounting.

ling circumstances. PART 601—STATEMENT OF PROCE-

* * * * *

. ) DURAL RULES
These amendments are effective for (e)(3) * * * For any Form 3115 filed

Forms 3115 filed on or after May 15,0n or after May 15, 1997, see § 1.446— Par. 7. The authority citation for part
1997. 1T(e)(3)(i))(B). 601 continues to read as follows:
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Authority: 26 U.S.C. 301 and 552, ACTION: Final Regulations. power if the power is exercised in a
unless otherwise noted. . ._manner that may postpone or suspend
Par. 8. Section 601.204, paragraph (b3UMMARY: This document contains {he ~yesting, absolute ownership, or
is amended by adding a sentence at tHi1@l regulations  relating to the nower of alienation of an interest in
end of the paragraph to read as followsdeneration-skipping transfer (GST) taéroperty for a period, measured from the
_ _ ‘regulations under chapter 13 of th&yate of the creation of the trust, extend-

§ 601.204 Changes in accounting periinternal Revenue Code (Code). Thi§hg heyond any specified life in being at
ods and in methods of accounting. document amends the final regulationge yate of creation of the trust plus a
% % % under section 2652 and is necessary tQarind of 21 years plus, if necessary, a

(b) * * * For any Form 3115 filed on provide guidance to taxpayers so thafgasonable period of gestation.

or after May 15, 1997, see § 601.204Tthey may comply with chapter 13 of the "0 1, 1hose  of the rule in

(b)F()2)- 0. Section 6012047 is added Code. § 26.2652-1(a)(4) was to impose the
;r. ‘ llectlgn : Is added ) ATES: This regulation is effective on GST tax when it may not otherwise
read as follows. May 20, 1997. have applied. It was never intended to

§ 601.204T Changes in accounting peri- For dates of applicability of these (nor could it) prevent the application of
ods and in methods of accounting (temtégulations, seeEffective Date under the tax pursuant to the statutory provi-

porary), Supplementary Information. sions that apply based on the original
taxable transfer. To eliminate any uncer-
(@) [Reserved] For further guidance FOR FURTHER INFORMATION CON- tainty concerning the proper application
see § 601.204(a). TACT: James F. Hogan, (202) 622-309®f the GST tax, the regulations under
(b) Methods of accounting(l) [Re- (not a toll-free number), section 2652(a) are clarified by eliminat-
served] For further guidance, see ing § 26.2652-1(a)(4) and&Example 9
§ 601.204(b). SUPPLEMENTARY INFORMATION:  and Example 10in § 26.2652-1(a)(6)
(2) For any Form 3115 filed on or from the regulations.

after May 15, 1997, application for Background _
permission to change the method of &, pacember 27. 1995, the IRS Ioub_E1°fect|ve Date

ECCOUgt:iLI':’II-gS emé)l??/e(jd S?ha”thbecmade Orl\shed final regulations in thd-ederal These amendments app|y to transfers
.Orm . and filed wi e _omm!s- Register (60 FR 66898 [TD 8644 C.B. to trusts on or after June 12, 1996.
sioner during thg taxable year in wh|ch200]) under sections 2611, 2612, 2613,

the taxpayer desires to make the changssas 2641 2642, 2652, 2653, 2654Special Analyses

i method of accounting. PErmIssion I%nd 2663. On June 12, 1996, a notice of _ _

not be granted unless the taxpayer ang og 2652-1(a)(4) and two related exSury Decision is not a significant regula-
the Commissioner agree to the term§. o5 \vas published in thEederal tory action as defined in EO 12866.
and conditions under which the Chang?-?egister (61 FR 29714 [PS—22-96, Therefore, a regulatory assessment is not
will be effected. 1996-33 I.R.B. 15]). No comments re’_required. It has also been determined
(c) and (d) [Reserved] For furtherg,qqing to the notice of proposedhat section 553(b) of the Administrative
guidance, see § 601.204(c) and (d)\\iemaking were received, and no publid®rocedure Act (5 U.S.C. chapter 5) does
, _ hearing was requested or held. The findlot apply to these regulations and, be-
Margaret Milner Richardson, yeqyiations are adopted as proposed@use these regulations do not impose a
Commissioner of Internal Revenue. collection of information on small enti-
Explanation of Provision ties, the Regulatory Flexibility Act (5
Approved May 2, 1997. P U.S.C. chapter 6) does not apply. There-

. Section 2652(a)(1) provides generallyfore, a Regulatory Flexibility Analysis is
Donald C. Lubick, that the termtransferor means—(A) in not required. Pursuant to section 7805(f)

Assistant Secretary of the Treasuryihe case of any property subject to thef the Internal Revenue Code, the notice
(Filed by the Office of the Federal Register ontax imposed by chapter 11, the decedengf proposed rulemaking preceding these
May 14, 1997, 8:45 am. and published in theand (B) in the case of any propertyregulations was submitted to the Small
;fiéjezggzhoe) Federal Register for May 15, 1997, 6Zypject to the tax imposed by chapteBusiness Administration for comment on

o 12, the donor. An individual is treated asts impact on small business.
transferring any property with respect to

Section 2652.—O0ther Definitions which the individual is the transferor. Drafting Information
1 ad Under § 26.2652-1(a)(2), a transfer is
26 CFR 26.2652-1: Transferor defined; other X A . c . s . .
definitions. subject to Federal gift tax if a gift tax is 1he principal author of this regulation
imposed under section 2501(a) and i James F. Hogan, Office of the Chief
T.D. 8720 subject to Federal estate tax if the valu&ounsel, IRS. Other personnel from the

of the property is includible in the IRS and Treasury Department partici-
Internal Revenue Service section 2031 or section 2103. Under .
26 CFR Part 26 § 26.2652—1(a)(4), the exercise of a
power of appointment that is not aamendments to the Regulations
general power of appointment is also
AGENCY: Internal Revenue Servicetreated as a transfer subject to Federal Accordingly, 26 CFR part 26 is
(IRS), Treasury estate or gift tax by the holder of theamended as follows:

6
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PART 26—GENERATION-SKIPPING and Example 1lis redesignated aEx- Section 6012.—Persons Required

TRANSFER TAX REGULATIONS UN- ample 9 To Make Returns of Income
DER THE TAX REFORM ACT OF . . 26 CFR 1.6012-5: Composite return in lieu of
1986 Margaret Milner Richardson, specified form.

Paragraph 1. The authority citation for Commissioner of Internal Revenue. General procedures are provided to inform those
part 26 continues to read, in part, a®\pproved May 1, 1997. who participate in the Magnetic Media/Electronic
follows: Filing Program for Form 1040NR, of their obliga-

o . tions to the Internal Revenue Service, taxpayers,

Authority: 26 U.S.C. 7805 * * * Donald C. Lubick, and other participants. See Rev. Proc. 97-28,

Pfalri 2 Section 26.2652-1 is amended  Assistant Secretary of the Treasurypage 9.
as Tollows:

: Filed by the Office of the Federal Register on
1. Paragraph (a)(4) is removed an.#/lay 19, 1997, 8:45 a.m., and published in theSaction 6061 —Signing of Returns
paragraphs (a)(5) and (a)(6) are redesigssue of the Federal Register for May 20, 1997, 62nd Other Do t
nated as paragraphs (a)(4) and (a)(5FR. 27496) n er bocuments

respectively. 26 CFR 1.6061-1: Signing of returns and other
2. In newly designated paragraph documents by individuals.
(@)(5), Examples 9and 10 are removed General procedures are provided to inform those

who participate in the Magnetic Media/Electronic

Filing Program for Form 1040NR, of their obliga-

tions to the Internal Revenue Service, taxpayers,
and other participants. See Rev. Proc. 97-28,
page 9.




Part lll. Administrative, Procedural, and Miscellaneous
Notice of Proposed Rulemaking SUPPLEMENTARY INFORMATION: Comments and Public Hearing

Before these proposed regulations are
adopted as final regulations, consider-
Temporary regulations T.D. 8719ation will be given to any comments
amend Regulations on Income Taxes (2that are submitted timely to the IRS (a
((jZFR pa:jt 1)(,j the Regulati(ons on Procesigned original and eight (8) copies if
_ _oR- _ _ ure and Administration (26 CFR partthe comments are written). All com-
REG-209837-96; REG-105299-97 301), and the Statement of Procedurahents will be available for public in-
AGENCY: Internal Revenue ServiceRules (26 CFR part 601) relating to thespection and copy. A public hearing may
(IRS), Treasury. requirements for changes in method obe scheduled if requested in writing by
accounting and extensions of time taa person that timely submits comments.
ACTION: Notice of proposed rulemak- make elections. Proposed and temporany a public hearing is scheduled, notice
ing by cross-reference to temporaryegulanons rel_atlng to extens_|ons of timeof the date, time, and place for the
regulations. to make elections were published in thehearing will be published in thEederal
Federal Registerfor June 27, 1996 (61 Register.
SUMMARY: In T.D. 8719, page 4, the FR 29714 and 61 FR 33365). These _
IRS is issuing temporary regulationsrégulations extend the time for filing anDrafting Information
relating to the procedure for requestingﬂ\pptcat'on for change in accounting . principal author of these regula-
a change in accounting method and t&"€thod under § 1.446-1(e)(3)(1) and,,q g Cheryl L. Oseekey of the Office
the standards for granting an extensiogMend 88 301.9100-1T and 301.91005: \cciciant Chief Counsel (Income Tax
of time to request a change in account! to provide that an extension of time_ 4 Accounting). However, other per-

ing method. The regulations provide fort® file an application for change in sonnel from the IRS and Treasury De-
partment participated in their develop-

a longer period of time for filing an accounting method will be granted only
ment.

application for change in accountingglan%ggsual and compelling ~ circum-
method with the Commissioner. The ' xxxx %

regulations also provide that an exten:. The text of those temporary regula-

- ) ! C tions also serves as the text of thesproposed Amendments to the Regula-
sion of t_lme to f|Ie_ an appllcat|or_1 for proposed regulations. The preamble tggns

change in accounting method will behe"temporary regulations explains the

Requirements Respecting the Background
Adoption or Change of Accounting
Method; Extensions of Time To
Make Elections

granted only in unusual and compelling,jes provided by the regulations. Accordingly, 26 CFR parts 1, 301,
circumstances. The regulations affect and 601 are proposed to be amended as
taxpayers requesting a change in metho8pecial Analyses follows:

of accounting for federal income tax

purposes. Tﬁqe text of those temporary !t has been determined that this noticd®ART 1—INCOME TAXES

regulations also serves as the text of Proposed rulemaking is not a signifi- - paragraph 1. The authority citation for

these proposed regulations. cant regulatory action as defined in EQyat 1" continues to read in part as
12866. Therefore, a regulatory assesgg|iows:

DATES: Written comments must be re-Ment is not required. It also has been a;ihority: 26 U.S.C. 7805, * * *

; determined that section 553(b) of the ; ;
ceived by August 13, 1997. o . Par. 2. Section 1.446-1 is amended by
Administrative Procedure Act (5 U'S'C'revising paragraph (e)(3)(i) to read as

ADDRESSES: Send submissions tochapter 5) does not apply to thesg, s
CC:DOM:CORP:R (REG-209837-96regulations. Sections 1.446-1(e)(3)(i)
and REG-105299-97), room 5228, Inand 601.204(b) require a taxpayer to fileg 1.446-1 General rule for methods of

ternal Revenue Service, POB 7604, BeA Form 3115, Application for Change inaccounting.
Franklin Station, Washington, DCAccounting Method, with the Commis-

20044. Submissions may be hand delivsioner within the first 180 days of the [The text of proposed paragraph
ered between the hours of 8 a.m. and &xable year in which the taxpayer de{&)3)() is_the same as the text in
p.m. to: CC:DOM:CORP:R (REG- Sires to make the change. The proposed 1.446-1T(e)(3)()) published in T.D.
209837-96 and REG-105299-97), Couregulations in this document merely ex8719]

rier's Desk, Internal Revenue Servicetend the time for filing the Form 3115 paART 301—PROCEDURE AND AD-

1111 Constitution Avenue NW, Washing-and, therefore, do not contain a newyNISTRATION

ton, DC. Taxpayers may also submitcollection of information. Thus, because o
comments electronically via the internethe regulations do not impose a collec- Par. 3. The authority citation for part

by selecting the “Tax Reas” option on tion of information on small entities, the 301 continues to read in part as follows:

tr¥e IRS Hgme Page, orgby sFL)meittingRegma'fOfy Flexibility Act (5 U.S.C. Authority: 26 U.S.C. 7805. * * *

comments directly to the IRS internetchapter 6) does not apply. Pursuant to Par. 4. In § 301.9100-1, paragraph

site at http://www.irs.ustreas.gov/prod%e%’lfion rZ805(f)_ of t?e Interna(lj Re|venu|f(h) is added to read as follows:

tax regs/comments.html. ode, this notice of proposed rulemaks . .
—e9 ing will be submitted to the Chief > 3;’1-5"109‘1 Extensions of time to

FOR FURTHER INFORMATION CON- Counsel for Advocacy of the SmallMaKe elections.

TACT: Cheryl L. Oseekey, (202) 622—Business Administration for comment on [The text of proposed paragraph (h) is

4970 (not a toll-free number). its impact on small business. the same as the text of § 301.9100-
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1T(h) published June 27, 1996, at 61 FRFSECTION 11. ADVERTISING STAN- completely on paper contains. See sec-

33368, and amended in T.D. 8719.] DARDS FOR 1040NR FILERS AND tion 7 of this revenue procedure for
Par. 5. In proposed § 301.9100-3, FINANCIAL INSTITUTIONS procedures for completing Form 8453—

published June 27, 1996, at 61 FRSECTION 12. MONITORING AND NR.

33409, paragraph (c)(2)(i) is revised to SUSPENSION OF A 1040NR FILER 03 The Magnetic Media Project Of-

reads as follows: SECTION 13. ADMINISTRATIVE RE- fice (“Project Office”, see section 17 of
_ VIEW PROCESS FOR DENIAL OF this revenue procedure for the address

§ 301.9100-3 Other extensions. PARTICIPATION IN THE 1040NR and telephone numbers) will periodically
[The text of proposed paragraph PROGRAM issue a list of the forms and schedules

N . SECTION 14. ADMINISTRATIVE RE- that can be magnetically or electroni-
(c)(2)(i) is the same as the text in . g y
§ 301.9100—3T(C)(2)(i) published in VIEW PROCESS FOR SUSPEN-caIIy filed.

T.D. 8719] SION FROM THE 1040NR PRO- 04 A Form 1040NR with a zero
GRAM balance, balance due, or refund due may
PART 601—STATEMENT OF PROCE- SECTION 15. EFFECT ON OTHER pe magnetically or electronically filed.
DURAL RULES DOCUMENTS .05 A Form 1040NR cannot be filed
Par. 6. The authority citation for partSECT|ON 16. EFFECTIVE DATE magnetically or electronically after De-
601 continues to read as follows: SECTION 17. PROJECT OFFICE IN-cemper 5, 1997, notwithstanding the fact
Authority: 26 U.S.C. 301 and 552. FORMATION that th_e taxpayer has been granted an
* kK extension to file beyond that date. Form
Par. 7. In § 601.204, paragraph (b) isSECTION 1. PURPOSE 2688, /prTpIicatign for Atztljii;ionlalchxéeni
revised to read as follows: ; ; sion of Time To File U.S. Individua
This revenue procedure informs thos‘?ncome Tax Return, cannot be filed

. . .who participate in the 1997 Magnetic . :
§ 601.204 Changes in accounting PeM"Media/Electronic Filing Program for magnetically or electronically.

ods and in methods of accounting. Form 1040NR, U.S. Nonresident A"enﬁlé86n,é{ggﬁ21tiecr£§d g?xezggﬁ:gnfé\;}&ot:e
[The text of proposed paragraph (b) igncome Tax Return (“1040NR Pro- : .
the same as the text in § 601.204T(byram”), of their obligations to the Inter- [XPayer must file an amended tax re

. . : rn on paper in accordance with the
published in T.D. 8719.] nal Revenue Service, taxpayers, anHJ X

other participants. This revenue procelnstructions for Form 1040X, Amended

.S. Individual Income Tax Return.

Margaret Milner Richardson, dure Updates Rev. Proc. 96-35, 1996—9 - )
Commissioner of Internal RevenueC-B. 721. 07 Upon request, the Project Office
will provide technical information (file

i e O o Pl Kt oo 5 GACKGROUND AN SPeCatonsrecord ayouts, and e
issue of the Federal Register for May 15, 1997, 6CHANGES ing proceau ) iing
F.R. 26755) magnetically or electronically.

.01 Section 1.6012-5 of the Income 08 This revenue procedure updates
26 CFR 601.602 : Tax forms and instructions.TE.lX Regulations provides that the ComRev. Proc. 96-35, which applied t(_)_the
(Also Part I, §§ 6012, 6061; 1.6012-5, 1.6061—1.)Missioner may authorize the use, at the040NR Program for the 1996 filing
option of a person required to make a&eason. The updates include changes in

Rev. Proc. 97-28 return, of a composite return in lieu ofthe 1040NR Program for the 1997 filing
any form specified in 26 CFR Part lseason, clarifications of prior 1040NR

CONTENTS (Income Tax), subject to the conditionsprogram statements, and additional guid-

SECTION 1. PURPOSE limitations, and special rules governingance derived from other Service docu-

the preparation, execution, filing, andments that relate to the 1040NR Pro-
SECCJAﬁgEé' BACKGROUND AND ¢, rection thereof as the Commissionegram. Some of the updates are:

SECTION 3. 1040NR PROGRAM magzdliir:]pi?g;grslaé?.this revenue pro (1) a Service Bureau may Smelt
PARTICIPANTS—DEFINITIONS cedure, a magnetically or eIectronicaIIyTeturr.]S directly to the Service (section
SECTION 4. ACCEPTANCE INTO filed Férm 1040NR is a composite re-3'02)' . L
THE 1040NR PROGRAM turn consisting of data submitted o (2) in certain circumstances, a_let-
SECTION 5. RESPONSIBILITIES OF magnetic tape. floppy disk, or via mot‘ter may be submitted in lieu of a revised
A 1040NR FILER ! ’ Form MAR-8980 (section 4.03);

SECTION 6. PENALTIES e tocumants Che mapar prioan. (3 a_nonparticipating 1040NR
SECTION 7. FORM 8453-NR, U.S.The paper portion of the return consist&il€r may be dropped from the 1040NR
NONRESIDENT ALIEN INCOME of 5 Form 8453-NR, U.S. Nonresident "09ram (section 4.06);
TAX DECLARATION FOR MAG-  ajien Income Tax Declaration for Mag- (4) a 1040NR Filer may not base a
NETIC MEDIA FILING netic Media Filing, and other paperfee for the magnetic or electronic trans-
SECTION 8. INFORMATION A documents that cannot be filed magnetimission of a Form 1040NR using any
1040NR FILER MUST PROVIDE cally or electronically. Form 8453—-NR amount from the return (section 5.04);

TO THE TAXPAYER must be received by the Service before  (5) the time period for a 1040NR
SECTION 9. DIRECT DEPOSIT OF any composite return is complete (se€iler to notify the Service that it is
REFUNDS section 5.07 of this revenue procedure)iscontinuing its participation in the
SECTION 10. BALANCE DUE RE- A composite return must contain thel040NR Program is extended to 30 days
TURNS same information that a return filed(section 5.06);
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(6) the duties of a 1040NR ReturnReturn Originator, (b) forwards the re-the Project Office either a revised Form
Originator are clarified (sections 5.11,turn information to a Transmitter, or (c) MAR—-8980, or a letter containing the
5.12, 5.13, and 5.14); submits the composite tax return directlysame information contained in the re-

(7) the duties of a 1040NR Trans-to the Service. vised Form MAR-8980, if there is any
mitter are clarified (section 5.17); (3) SOFTWARE DEVELOPER. A change to the following information:

(8) a 1040NR Filer, financial insti- “Software Developer” develops soft- (1) the Firm name or Doing Busi-
tution, or any other entity associatedvare for the purposes of (a) formattingness As (DBA) name;
with the magnetic or electronic filing of returns according to the Service's mag-  (2) the business or mailing address;
a return must not put its address ometic or electronic return filing specifi- (3) the contact person’s name or
Form 8453—-NR or anywhere in the datacations; and/or (b) filing returns mag-telephone number; or
portion of the return (section 7.01); netically or electronically directly with (4) the 1040NR Filer category.

(9) procedures for corrections tothe Service. A Software Developer mayRevised applications described in this
Form 8453-NR are clarified (sectionalso sell its software. section 4.03 must be submitted within
7.02); (4) TRANSMITTER. A “Transmit- 30 days of the change(s) reflected on

(10) a 1040NR Return Originatorter” accepts a 1040NR composite taxhe revised Form MAR-8980 or in the
must advise taxpayers that refund statugturn from a 1040NR Return Originatorletter.
information is available on TeleTax (sec-or Service Bureau and submits the re- .04 A 1040NR Filer may not submit
tion 8.05); turn directly to the Service. tax returns under the 1040NR Program

(11) information a 1040NR Filer .03 The 1040NR Filer categories areuntil 30 days after it has successfully
must provide regarding a taxpayer’s adnot mutually exclusive. For example, acompleted the necessary testing adminis-
dress of record is clarified (section1040NR Return Originator can, at thetered by the Project Office.

8.06); same time, be considered a Transmitter, .05 The Service will issue credentials

(12) information a 1040NR Return Software Developer, or Service Bureauo eligible applicants for the 1997
Originator must provide regarding directdepending on the function(s) performed1040NR Program, as well as 1040NR

deposit is clarified (section 9.04); Filers that do not have to reapply pursu-

(13) the two-year periods for de-SECTION 4. ACCEPTANCE INTO ant to section 4.01, 4.02, or 4.03 of this
nial and suspension are modified and’HE 1040NR PROGRAM revenue procedure (provided they have
clarified (sections 12.07 and 12.08); first satisfactorily completed the testing

(14) the time and method to re- 01 Except as provided in sectionsjescribed in section 4.04 of this revenue
spond to a proposed letter of denial and-02 and 4.03 of this revenue procediufﬁbrocedure if they intend to function as a
a denial letter are clarified (sections® 1040NR Filer that has actively partici-Transmitter or Software Developer). No
13.03 and 13.06); and pated in the 1996 1040NR Progranbne may participate in the 1040NR

(15) the time and method to re-d0€S not have to reapply to participatgprogram for the 1997 filing season
spond to a proposed suspension lettdf the 1997 1040NR Program. (Se8yithout the following credentials:
and a suspension letter are clarifieg®ction 4.06 of this revenue procedure (1) a letter of acceptance into the
(sections 14.02 and 14.05). or a definition of active participation.) 1040NR Program for the 1997 filing

However, a 1040NR Filer that intends toseason: and
function as a Transmitter or a Software  (2) a Magnetic Tape 1040NR Filer
f,f\%:g,'}',fNTlgi%NEﬁEﬁ?g@M Developer in the 1997 1040NR Programdentification Number (MTFIN).
must first successfully complete the test- g A 1040NR Filer will not be con-
.01 After acceptance into the 1040NRing described in section 4.04 of thissidered to have actively participated in
Program, as described in section 4 ofevenue procedure. In addition, sectiofhe 1996 1040NR Program unless the
this revenue procedure, a participant i.05 of this revenue procedure providegervice received and accepted magneti-

referred to as a “1040NR Filer.” for the Service’s issuance of credentialgally or electronically filed returns con-
.02 A 1040NR Filer is categorized asnecessary for participation in the 199%aining the 1040NR Filer's MTFIN dur-
follows: 1040NR Program. ing the 1996 filing season. The Service

(1) 1040NR RETURN ORIGINA- .02 Applicants and 1040NR Filersyill notify an inactive 1040NR Filer
TOR. A *“1040NR Return Originator” must file a new Form MAR-8980, Ap- that it may be dropped from the
is: (@) a “1040NR Return Preparer” plication for Electronic/Magnetic Media 1040NR Filing Program and explain
who prepares tax returns, includingFiling of Form 1040NR, with the what steps the 1040NR Filer needs to
Forms 8453-NR, for taxpayers who in-Project Office if: take to participate in the program.
tend to have their returns magnetically (1) the applicant has never actively .07 The following reasons may result
or electronically filed; and/or (b) a participated in the 1040NR Programiin rejection of an application to partici-
“1040NR Return Collector” who ac- (2) the applicant has previouslypate in the 1040NR Program (this list is
cepts completed tax returns, includingdeen denied participation in the 1040NRhot all-inclusive):

Forms 8453-NR, from taxpayers whoProgram; or (1) conviction of any criminal of-
intend to have their returns magnetically (3) the applicant has been susfense under the revenue laws of the
or electronically filed. pended from the 1040NR Program. Ap-United States, or of any offense involv-

(2) SERVICE BUREAU. A “Ser- plications described in this section 4.02ng dishonesty or breach of trust;
vice Bureau” receives tax return infor- may be submitted at any time during the  (2) failure to timely and accurately
mation on any media from a 1040NRyear. file tax returns, including returns indi-
Return Originator, formats the return .03 To participate in the 1997 cating that no tax is due;
information, and either (a) sends backlO40NR Program, a 1040NR Filer in the (3) failure to timely pay any tax
the return information to the 1040NR1996 1040NR Program must submit tdiabilities;

10



(4) assessment of tax penalties; (3) Postings to the Electronic Fil- (2) June 16 if the individual did

(5) suspension/disbarment froming System Bulletin Board (EFS Bulle- not receive such wages. However, sec-
practice before the Service; tin Board). tion 2.05 of this revenue procedure

(6) other facts or conduct of a .02 A 1040NR Filer must maintain aprovides that a composite return cannot
disreputable nature that would reflechigh degree of integrity, compliance,be filed after December 5, 1997.

adversely on the 1040NR Program; and accuracy. .0_9 A 1040NR Filgr must ensure
(7) misrepresentation on an appli- 03 A 1040NR Filer may accept re-against the unauthorized use of its
cation; turns for magnetic or electronic filing MTFIN. A 1040NR Filer must not trans-
(8) suspension or rejection fromonly from a taxpayer or from a 1040NRfer its MTFIN by sale, merger, loan,
the 1040NR Program in a prior year;Return Originator. gift, or otherwise to another entity.
(9) unethical practices in return .04 If a 1040NR Filer charges a fee 10 A 1040NR Filer is responsible for
preparation: for the submission of a magnetically or€Nsuring that stockpiling does not occur.

(10) stockpiling returns prior to of- €lectronically filed tax return, the fee Pr%Ng’F?ﬁ"?'?l tﬁccf&g&%epo‘( the
ficial acceptance into the 1040NR ProJnay not be based on a percentage of th ol er into the oot rogram,
gram (see section 5.10 of this revenuéefund amount or any other amoun?toc priing meansf co ef(;_tlngl returns
procedure); from the tax return. A 1040NR Filer 'OM ta?pell(yglr_s. After official - accep-

(11) knowingly and directly or in- May not charge a separate fee for Dlrect@nceislocthm 9 me?ns.lmONR Ret
directly employing or accepting assis-P€POSIt. See section 9 of this revenue, . { )tm e-f-asefo a th t?w um
tance from any firm, organization, orProcedure for a discussion of Direct rllgmda or(,j wal Ir}? of more tﬁn ee
individual that is prohibited from apply- D€POSIt. caencar cays afier reconing e nsces-

ing to participate in the 1040NR Pro- -05 dAF1040'I:|A§RF”8€E;86nUSt hSUtIJDmit_ aisr?gﬁslnmfic:trg:ag?n to submit & retrn to a
gram (see section 12.07 of this revenuVIiSed Form = to the Project (2) in the case of a Transmitter,

rocedure) or that is suspended fronQffice within 30 days of when any of ..

Barticipatirzg in that progralin (see secthe conditions or changes described iwf?g:nrgeggirvm;r; ghsgcéigaﬁ?l?gf%?rrngﬁgﬁ
tion 12.08 of this revenue procedure)Section 4.03 of this revenue procedurg ™ o™ = e return to the
This includes any individual whose ac-OCccur. ; P

. : L . . Service.

tions resulted in the rejection or suspen- .06 A 1040NR Filer must notify the 19 A 1040NR Filer that functions as
sion of a corporation or a partnershipProject Office within 30 days of discon- , raturn Originator must:

from the 1040NR Program; or _ gnuing itsT;r)]grthipationt in thle d1040NR|. (1) comply with the procedures for
~ (12) knowingly and directly or in- ~rogram. 1his does not preciude reapplizompjeting Form 8453-NR described in
directly accepting employment as arfation in the future. section 7 of this revenue procedure;

associate, correspondent, or as a sub-.07 A 1040NR Filer must ensure that (2) comply with the procedures de-
agent from, or sharing fees with, anythe composite return is filed on oOrgeriped in section 10 of this revenue
firm, organization, or individual that is before the due date of the tax return. gxrocedure for handling a balance due
prohibited from applying to participate composite return is not considered file eturn:
in the 1040NR Program (see sectiomuntil the data portion of the tax return is (3) furnish the taxpayer with a
12.07 of this revenue procedure) or thagcknowledged by the Service as acgopy of the signed Form 8453-NR and,
is suspended from participating in thacepted for processing and a completeg, the case of a prepared or corrected
Program (see section 12.08 of this revand signed Form 8453-NR is receiveqetuyr, a copy of the paper portions of
enue procedure). This includes any indiby the Service. However, if the datathe return:
vidual whose actions resulted in theportion of a return is successfully trans- 4y while returns are being filed,
rejection or suspension of a corporationnitted on or shortly before the due datgetain and, if requested, make available
or a partnership from the 1040NR Pro{see section 5.08 of this revenue procep the Service the following material at
gram. dure) and the 1040NR Filer compliesthe pusiness address from which a re-
with section 7.01 of this revenue proceyyrm was accepted for magnetic or elec-
SECTION 5. RESPONSIBILITIES OF  dure, the return will be deemed timelyyonic filing:
A 1040NR FILER filed. If the data portion of a return is (@) a copy of the signed Form

transmitted on or shortly before the dueg453-NR, paper copies of Forms W-2,
.01 To ensure that complete returnglate but is ultimately rejected, the returr\,\/age and Tax Statement, W—2G, Cer-

are accurately and efficiently filed, awill be deemed timely filed if the {5ih° Gambling Winnings, 1099-R, Dis-
1040NR Filer must comply with all 1040NR Filer and the taxpayer complyyrihytions From Pensions, Annuities, Re-
publications and notices of the Servicewith section 5.14 of this revenue procetjrement or Profit Sharing Plans, IRAs,
Currently, these publications and noticeslure. In the case of a balance dughsyrance Contracts, etc., and the paper
include: return, see section 10 of this revenugortion of the taxpayer’s return;

(1) Procedures for Magnetic Mediaprocedure for instructions on how to (b) a complete copy of the data
Filing of U.S. Nonresident Alien Income make a timely payment of tax. portion of the taxpayer's return (may be
Tax Returns, Form 1040NR (available .08 A 1040NR Filer must ensure thatretained on computer media) that can be
from the Project Office); the return for any individual is receivedreadily and accurately converted into

(2) File Specifications and Recordby the Service on or before: magnetic or electronic data that the
Layouts for Magnetic Media Filing of (1) April 15 if the individual was Service can process; and
U.S. Nonresident Alien Income Tax Re-an employee and received wages subject (c) the acknowledgement file re-
turns, Form 1040NR (available from theto U.S. federal income tax withholding; ceived from the Service or from a
Project Office); and or Transmitter;
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(5) retain until the end of the cal- (1) the due date (with regard to (1) transmit all data portions of
endar year in which a return was filedany extensions of time to file) of the composite returns within ten calendar
and, if requested, make available to thé&eturn; or days of receipt;

Service the materials described in sec- (2) within ten calendar days after ~ (2) match the acknowledgement
tion 5.11(4) of this revenue procedurethe Service's acknowledgement that théle to the original transmission file and
at the business address from which #eturn is rejected or notification that theinitiate the communication of the
return was accepted for magnetic ofeturn cannot be retransmitted with ardcknowledgement file to the 1040NR
electronic filing or from the contact explanation of why the return is beingReturn Originator or the Service Bureau
person named on Form MAR-8980filed after the due date. (whether or not the 1040NR Return

.12 A 1040NR Return Originator who A Paper return filed in good faith underOrllglngltor ohr tr_}_e Service quﬁgu f'are
is the paid preparer of a magnetically o@nY Of these circumstances will be ac!® Iate q to (; € ra?(smltter) _tht mf '}[’he
electronically filed Form 1040NR must C€Pted as timely filed. gikigvﬁ(red :%Zmaf”zrfrg:}?%pe Soervic:
also retain for the prescribed amount of -15 A 1040NR Return Originator must g '

time the materials described inuS€ the taxpayer's address in the Olatraeceived from the Service until the end

§ 1.6107-1(b) that are required to be.igiltz)ol\rl]Rolie:E?n gartlu ri?]étcl)? n?ggtlt:'?c?t’ 3tof the calendar year in which the com-
kept by an income tax return preparer; 9 P F?PS“e return was filed;
(4) immediately contact the Project

. its address as the taxpayer's address
.13 A 1040NR Return Originator Mustina data portion of the F;e%/urn. _ _ _ :
identify the paid preparer (if any) in the 16 A 1040NR Filer that functions aSOfﬂce for further instructions if an
appropriate field of the data portion of acknowledgement of acceptance for pro-
cessing has not been received by the

the return, in addition to ensuring thata Service Bureau must:
the paid 1 ianed Form 8453— (1) deliver all data portions of Transmitter within 14 calendar days of
€ paid preparer signed Form composite returns to a Transmitter o issi i i i
_NR i ; p transmission, or if a Transmitter receives
NR. If Form 8453-NR is not signed byreturn them to the 1040NR Return
the paid preparer, the 1040NR Returmm . " an acknowledgement for a return that
- ’ Originator who gave the data portions ofyas not transmitted on the designated
riginator must attach a copy of the i ithi o
(F) 1040NR . oriainally sioned by th the returns to the Service Bureau W'th'rtransmlssmn;
o_r(rjn Or%']r.]a y sighe yt bethree calendar days of receipt; (5) promptly correct any transmis-
paid preparer. ‘his copy Must D€ — (2) retrieve the acknowledgementsion error that causes a data portion of a
ked “COPY-DO NOT PROCESS’ g : e P
marke Y- N file from the Transmitter within one composite return to be rejected:;
to prevent duplicate filings. _calendar day of receipt by the Transmit-  (6) contact the Project Office for
.14 If the data portion of a taxpayer’ster; assistance if a data portion of a compos-
return is acknowledged as rejected by  (3) initiate the communication of ite return has been rejected after three
the Service, and the reason for thehe acknowledgement file to thetransmission attempts; and
rejection cannot be rectified by makingl040NR Return Originator (whether re- (7) ensure the security of all trans-
nonsubstantive changes as described lated or not) within one work day of mitted data.
section 6.02(3) of this revenue proceretrieving the acknowledgement file; .18 A Transmitter that provides trans-
dure, the 1040NR Return Originator, (4) if the Service Bureau processegnission services to another 1040NR
within 24 hours of receiving the rejec-Forms 8453-NR, send back to thdiler must, in addition to the items
tion, must take all reasonable steps ta040NR Return Originator any returncovered in section 5.17 of this revenue
tell the taxpayer that the taxpayer'sand Form 8453—-NR that needs correcprocedure, also:
return has not been filed. If the taxpayetion, unless the correction is described (1) accept composite returns for
chooses to have the data portion of thgh section 7.02(1) of this revenue procetransmission to the Service only from an

(3) retain an acknowledgement file

return resubmitted magnetically or elecdure; accepted 1040NR Filer;
tronically, and the 1040NR Return (5) accept tax return information (2) provide each client with the
Originator successfully works with the gnly from 1040NR Filers; acknowledgement file for the data por-

Project Office to correct the problems (6) include its MTFIN and the tion of the composite return within five
causing the data portion of the return t 040NR Return Originator's MTFIN calendar days after receipt of the ac-
be rejected, the return will be accepte ith all return information the Service knowledgment file from the Service;

as timely filed. A new Form 8453-NR g ;105 sends back to the 1040NR Re2d

may be required (see section 7 of thig, - originator, forwards to a Transmit-
revenue procedure). However, eVeRar or submits to the Service:

Guirett he Manemitier must submit 5 (7) retain_each acknowledgemen
' aﬂle received from a Transmitter until the

photocopy _ of the original Form end of the calendar year in which the
8453-NR with the rejected file or retumcomposite return was )f/iled'l whi error that causes a data portion of a

and mark the photocopy “Retransmit- ) composite return to be rejected,;

ted.” If the Project Office determines . (8) if requested, serve as a contact (2) promptly distribute any soft-
that the data portion of a return cannoP0int between its client 1040NR Returnyare correction made to its software
be accepted for processing or the taxOriginator and the Service; and packages to all 1040NR Filers utilizing
payer chooses not to have the rejected (9) if requested, provide the Ser-these packages; and

data portion of the return resubmittedvice with a list of each client 1040NR (3) not incorporate into its software
magnetically or electronically, the tax-Return Originator. a Service-assigned production password.
payer must file a paper return by the .17 A 1040NR Filer that functions as .20 In addition to the specific respon-
later of: a Transmitter must: sibilities described in this section, a
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.19 A 1040NR Filer that functions as
& Software Developer must:
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1040NR Filer must meet all the require-other mechanical assistance in the (1) Form 8453-NR must be com-
ments in this revenue procedure to keepreparation of a return or claim forpleted in accordance with the instruc-

the privilege of participating in the refund.” tions for Form 8453—-NR.

1040NR Program. (3) If a 1040NR Return Collector, (2) The taxpayer’s name, address,
Service Bureau, Software Developer, ofaxpayer identification number, tax re-

SECTION 6. PENALTIES Transmitter alters the return informationturn information, and direct deposit of

in a nonsubstantive way, this alteratiorrefund information in the data portion of

.01 Penalties for Disclosure or Use ofwill be considered to come under thethe composite return must be identical

Information. “mechanical assistance” exception de-tSZ,SéhilRinrzormr?tion on the Fé)rmd
i _scribed in § 301.7701-15(d)(1). A —NR that the taxpayer signed an

Ware(llgel\o/\e::.gseorl,\liRs ';'Itear;( er)és[:jﬁ-:: Sressaf:.eponSUbSt.anFive Change is a C(.)!'rection d@rOVidEd for SmeiSSiqn to the SerYiCE-
(Preparer) under the definiion of change limited to a transposition error, (3) A 1040NR Filer, a financial

misplaced entry, spelling error, or arith-institution, or any other entity associated

§ 301.7216-1(b) of the Regulations or}, e " o tion that falls within one of with the magnetic or electronic filing of

Procedure and Administration. Ae tollowing tolerances: a taxpayer’s return must not put its
Preparer is subject to a criminal penalty (a) the Total Tax amount, Total 2ddress on Form 8453-NR or anywhere

for disclosure or use of tax returnPayments amount, Refund amount, o the data portion of a return.

information, as described in § 301.7216w, " A mount You Owe shown on Form (4) After the composite return has

1(a). In general, that regulation providegy,53_NR giffers from the correspondingP€en Prepared and before the return is
that any preparer who discloses or Us€§nount on the data portion of theSubmitted, the taxpayer must verify the
any tax return information for a purpos€composite return by no more than $7information on the data portion of the
other than preparing, assisting in prepar- (b) the Total Effectively Con- composite return _and on Form 8453-
ing, or obtaining or providing Services hacted Income amount shown on FornNR: and must sign Form 8453-NR.
in connection with the preparation of ag453 NR differs from the corresponding (5) A 1040NR Filer must submit a
tax return is guilty of a misdemeanor. INamount on the data portion of the OfM 8453-NR to the Project Office
addition, § 6713 of the Internal ReV'composite return by no more than $25wnh each magnetically or electronically

ehnue Codtt)a providesdfor civil penaltiesor ?ifgcrirt?éﬂm\}vitﬁ ?ri]r:aglfan[;%;n;eSilgg;N;
that may be assessed against a preparer  (c) drooping cents and roundin \ >ee at-
who makes an unauthorized disclosurg, whol(e)dollarrjs. 9 Ytached Multiple Return Information List-

or use of tax return information. ing”) may be used for a multiple return
(4) If a 1040NR Return Collector, fiing if the person who signs Form

(2) Under § 301.7216-2(h), disclo-service Bureau, or Transmitter alters thg4s3 NR has authorization. either by a
sure of tax return information amongreturn information in a substantive WaY.specific power of attorne;/ or as a
accepted 1040NR Filers for the purpos@ather than having the taxpayer alter theesponsible representative or agent under
of preparing a return is permissible. FOfetumn, the 1040NR Return Collector,g 1 6012-3(b), to sign each of the re-
example, it is permissible for a 1040NRservice Bureau, or Transmitter will bey,ms included in the multiple return
Return Originator to pass on tax returreonsidered to be an income tax retUrling. A person who makes a multiple
information to a Service Bureau and/Ofpreparer for purposes of § 7701(2)(36)eturn filing must attach to Form
a Transmitter for the purpose of having (s |f 5 1040NR Return Collector, 8453-NR an information page(s) titled
the data portion of a composite returngeryice Bureau, Transmitter, or the'Form 8453-NR for Multiple Returns—
formatted and filed with the Service., oquct of a Software Developer, goestax Return Information Listing” at the
H_owever, if the tax return information is beyond mechanical assistance, any pr of the pages(s). Below the title, the
disclosed or used in any other Way, 3hase parties may be held liable foimultiple return 1040NR Filer must pro-
Service Bureau and or a Transmittefycome  tax return preparer penaltiesyide his or her name and address. The
may .be g.u”ty Of a mlsdemean_or aSRev. Rul. 85-189, 1985-2 C.B. 341,next item on the page(s) must be a list
described in section 6.01(1) of this reVyyegcripes a situation where a Softwargnat includes every taxpayer's name
enue procedure. . Developer was determined to be amontrol, taxpayer identification number,

.02 Other Preparer Penalties. income tax return preparer and subjecind the information shown on lines one

(1) Preparer penalties may be asto certain preparer penalties. through five on Form 8453-NR, for
serted against an individual or firm who 03 In addition to the above specifiedeach return included in a multiple return
meets the definition of an income taxprovisions, the Service reserves the rigHiling.
return preparer under 8§ 7701(a)(361o assert all appropriate civil and crimi-  (6) If a 1040NR Filer functions as
and 301.7701-15. Examples of preparejal penalties, including preparera 1040NR Return Originator, the
penalties that may be asserted undefonpreparer, and disclosure penalties040NR Filer must sign the 1040NR
appropriate circumstances include, buigainst a 1040NR Filer as warrantedReturn Originator’s Declaration on Form
are not limited to, those set forth inunder the circumstances. 8453—-NR.

88 6694, 6695, and 6713. (7) If the 1040NR Filer is also the

(2) Under § 301.7701-15(d), 1040-SECTION 7. FORM 8453-NR, U.S. paid preparer, the 1040NR Filer must
NR Return Collectors, Service BureausNoNRESIDENT ALIEN INCOME TAX  check the “Paid Preparer” box and sign

Software Developers, and Transmittergec| ARATION FOR MAGNETIC the 1040NR Return Originator Declara-
are not income tax return preparers fof Ep|A FILING tion on Form 8453-NR.

the purpose of assessing most preparer .02 Corrections to Form 8453-NR.
penalties as long as their services are .01 Procedures for Completing Form (1) A new form 8453-NR is not
limited to “typing, reproduction, or 8453-NR. required for a nonsubstantive change. A

13



nonsubstantive change is limited to aeturn includes: (1) Form 8453—-NR ander’s account must be with a financial
correction that does not exceed thether paper documents that cannot bmstitution located in the United States.
tolerances, described in section 7.02(2nagnetically or electronically transmit- .03 Neither the Service nor the Finan-
of this revenue procedure for arithmetided, and (2) a printout of the datacial Management Service (FMS) is re-
errors, a transposition error, a misplacegortion of the composite return. Seesponsible for the misapplication of a
entry, or a spelling error. The incorrectsection 2.02 of this revenue procedureDirect Deposit that is caused by error,
nonsubstantive information must beThe data portion of the composite returmegligence, or malfeasance on the part
neatly lined through on the Formcan be contained on a replica of arof the taxpayer, 1040NR Filer, financial
8453-NR and the correct data enteredfficial form or on an unofficial form. institution, or any of their agents.
next to the lined through entry. Also theHowever, on an unofficial form, data .04 A 1040NR Return Originator
individual making the correction mustentries must be referenced to the linenust:
initial the correction. numbers on an official form. (1) advise taxpayers of the option

(2) The tolerances for section .02 The 1040NR Return Originatorto receive their refund by paper check
7.02(1) of this revenue procedure aremust advise the taxpayer to retain a@r direct deposit;

(a) the “Total Effectively Con- complete copy of the return and any (2) not charge a separate fee for

nected Income” (Form 8453-NR, line 1)supporting material. Direct Deposit;
differs from the amount on the data .03 The 1040NR Return Originator  (3) accept any Direct Deposit elec-
portion of the composite return by moremust advise the taxpayer that arfion to any eligible financial institution

than $25; or amended return, if needed, must be filedesignated by the taxpayer; o
(b) the “Total Tax” (Form as a paper return and mailed to the (4) ensure that the taxpayer is eli-
8453-NR, line 2), the “Refund” (Form Philadelphia Service Center. gible to choose Direct Deposit;

8453-NR, line 4), or the “Amount .04 The 1040NR Return Originator  (5) verify that the Direct Deposit
Owed” (Form 8453-NR, line 5) differs must, upon request, provide the taxpayenformation requested on Part Il of
from the amount on the data portion ofwith the date the data portion of theForm 8453-NR was entered correctly
the composite return by more than $7taxpayer’'s composite return was acand that the information entered is the
(3) If the 1040NR Return Origina- knowledged as accepted for processingiformation transmitted on the data por-
tor makes a substantive change to thby the Service. tion of the composite return;
data portion of the return after Form .05 A 1040NR Return Originator must  (6) caution the taxpayer that once a
8453-NR has been signed by the taxadvise taxpayers that they can call th@ata portion of a composite return has
payer, but before it is transmitted to theocal IRS TeleTax number to inquirebeen accepted for processing by the
Service, the 1040NR Return Originatorabout the status of their tax refund. Thedervice:
must have all the necessary parties det040NR Return Originator should also (a) the Direct Deposit election
scribed above sign a new Formadvise taxpayers to wait at least thre€annot be rescinded;
8453-NR that reflects the correctionsveeks from the acceptance date of the (b) the Routing Transit Number
before the return is transmitted. data portion of the composite return(RTN) of the financial institution cannot
(4) Dropping cents and rounding tobefore calling the TeleTax number. be changed; and

whole dollars does not constitute a sub- .06 If a taxpayer chooses to use an (c) the taxpayer’s account num-
stantive change or alteration to the readdress other than his or her homder cannot be changed; and
turn unless the amount differs by moreaddress on the return, the 1040NR Re- (7) advise the taxpayer that refund
than the above tolerances. All roundingurn Originator must inform the taxpayerinformation is available by calling the
should be accomplished in accordancthat the address on the data portion diRS TeleTax number. See section 8.05
with the instructions in the Form the composite return, once processed byf this revenue procedure.
1040NR tax package. the Service, will be used to update the

.03 If the Service determines that aaxpayer’'s address of record. The InterSECTION 10. BALANCE DUE
Form 8453-NR is missing, the 1040NRnal Revenue Service uses the taxpayerRETURNS
Return Originator must provide the Ser-address of record for various notices . )
vice with a replacement. A 1040NRthat are required to be sent to a taxpay- -01 A magnetically or electronically
Return Originator must also provide aer’s “last known address” under the filed balance due return is submitted to
copy of the Form(s) W—-2, W-2G, Internal Revenue Code and for refundéh€ Philadelphia Service Center in the
1099R, and all other attachments to thef overpayments of tax (unless otherS@me manner that a refund or zero

Form 8453-NR. wise specifically directed by the tax-balance return is submitted. A balance
.04 If a substitute Form 8453-NR ispayer, such as by Direct Deposit). due return is not complete unless and
used, it must be approved by the Service until the Service receives a Form
prior to use. See Rev. Proc. 96-48SECTION 9. DIRECT DEPOSIT OF 8453-NR completed and signed by the
1996-39 I.R.B. 10. REFUNDS taxpayer. '
.02 A taxpayer who magnetically or
SECTION 8. INFORMATION A .01 The Service will ordinarily pro- electronically files a balance due return
1040NR FILER MUST PROVIDE TO cess a request for Direct Deposit butnust make a full and t|_mely payment of
THE TAXPAYER reserves the right to issue a paper refundny tax that is due. Fallure_ to make full
check. payment of any tax that is due on or

.01 The 1040NR Return Originator .02 The Service does not guarantee hefore April 15, 1997 (for individuals
must furnish the taxpayer with a com-specific date by which a refund will bewho were employees and received
plete paper copy of the taxpayer’s redirectly deposited into the taxpayer'swages subject to U.S. federal income
turn. A complete copy of the taxpayer’sfinancial institution account. The taxpay-tax withholding), or June 16, 1997 (for
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individuals who were not employees .09 If a 1040NR Filer uses direct mail (3) unacceptable cumulative error
receiving wages subject to U.S. federabr fax communications to advertise, theor rejection rate;

income tax withholding), will result in 1040NR Filer must retain a copy of the 4y untimely received, illegible, in-
the imposition of interest and may resuliactual mailing or fax, along with a list complete, missing, or unapproved sub-

in the imposition of penalties. or other description of the firms, organi-gite Forms 8453-NR:

zations or individuals to whom the com- . ' .
SECTION 11. ADVERTISING munication was mailed, faxed, or other- . (5) st_O(_:kp|!|ng .returns at any time
STANDARDS FOR 1040NR FILERS wise distributed for a period of at leastVNile participating in the 1040NR Pro-
AND FINANCIAL INSTITUTIONS 36 months from the date of the last3'@am;

mailing, fax, or distribution. (6) failure on the part of a Trans-

01 A 1040NR Filer must comply 19 Acceptance to participate in theMitter to initiate communication of the
with the advertising and solicitation pro-1040NR Program does not imply en-acknowledgement files to clients within
visions of 31 C.F.R. Part 10 (Treasuryyorsement by the Service or FMS of thdive calendar days of receipt of the
Department Circular No. 230). This cir-goftware or quality of services provided.acknowledgement files from the Service;
cular prohibits the use or participation in (7) significant complaints about a

the use of any form of public communi—SECTION 12. MONITORING AND 1040NR Filer's performance in the

cation containing a false, fraudulent )
- : : e 'SUSPENSION OF A 1040NR FILER ~ 1040NR Program;
misleading, deceptive, unduly influenc- (8) failure on the part of a 1040NR

ing, coercive, or unfair statement or (01 The Service will monitor a ;
; e -~ . Filer to ensure that no other entity uses
claim. In addition, advertising must not1040NR Filer for conformity with this its assigned MTFIN: y

imply a special relationship with the reyenue procedure. The Service can im- .
Service, FMS, or the Treasury Departmediate|y Suspend, without notice, (9) haVIng more than one MTFIN

ment. Any claims concerning faster re-1040NR  Eiler from the 1040NR Pro_afor the same business entity at the same

tronically filing returns must be 5 suspension from participation in the'¢ SNty that reports on its return the

consistent with the language in official1040NR Program is effective as of the com© derived from magnetic or elec-

Service publications. date of the letter informing the 1040NRUCMC filing), unless the Service has

.02 A 1040NR Filer must adhere toFiler of the suspension. Before suspen ssued more than one MTFIN to a

all relevant federal, state, and locaing a 1040NR Filer, the Service may°">"cSS entity;
consumer protection laws that relate tgssue a warning letter that describes (10) fa.-”ure on the part_of a
advertising and soliciting. specific corrective action for deviations1040NR Filer to cooperate with the
.03 A 1040NR Filer must not use thefrom this revenue procedure. Service's efforts to monitor  1040NR
Service’s name, “Internal Revenue Ser- 02 The Service will monitor the F11€rs and investigate filing abuse;
vice,” or “IRS” within a firm's name. timely receipt of Forms 8453-NR, as (11) failure on the part of a
.04 A 1040NR Filer must not usewell as their overall legibility. 1040NR Filer to properly use the
improper or misleading advertising in 03 The Service will monitor the standard/non-standard W-2 indicator;
relation to the 1040NR Program (includ-quality of the 1040NR Filer's submis- (12) failure on the part of a Ser-

ing the time frames for refunds). sions throughout the filing season. TheVice Bureau or a Transmitter to use its
.05 Use of Direct Deposit name andService will also monitor data portionsassigned MTFIN when filing returns;
logo. of composite returns and tabulate rejec- (13) failure on the part of the

(1) The name “Direct Deposit” tions, errors, and other defects. If qualityTransmitter to include a Service Bu-
will be used with initial capital letters or deteriorates, the 1040NR Filer may reteau’s MTFIN in the transmission of a
all capital letters. ceive a warning from the Service. return submitted by a Service Bureau;

(2) The logo/graphic for Direct De- .04 The Service will monitor com- (14) failure on the part of a Ser-
posit will be used whenever feasible inplaints about a 1040NR Filer and issuevice Bureau or a Transmitter to include
advertising copy. a warning or suspension letter as apprahe 1040NR Return Originator's MTFIN

(3) The color or size of the Direct priate. as part of a return that the 1040NR
Deposit logo/graphic may be changed .05 The Service reserves the right tdReturn Originator submits to the Service
when used in advertising pieces. suspend the magnetic or electronic filingBureau or the Transmitter;

.06 Advertising materials must notprivilege of any 1040NR Filer that vio- (15) violation of the advertising
carry the FMS, IRS, or other Treasurylates any provision of this revenue prostandards described in section 11 of this
seals. cedure. Generally, the Service will ad+evenue procedure;

.07 Advertising for a cooperativeVise a suspended 1040NR Filer  (16) failure to maintain and make
1040NR return project (public/private concerning the requirements for reacavailable records as described in sec-
sector) must clearly state the names dfeptance into the 1040NR Program. Theions 5.11(3) and (4) of this revenue
all Cooperating partiesl f0||0W|ng reasons may. lead to a warnin rocedure;

.08 If a 1040NR Filer uses radio orl€tter and/or suspension of a 1040N (17) accepting a tax return for
television broadcasting to advertise, th&l€" from the 1040NR Program (this pagnetic or electronic filing either di-
broadcast must be pre-recorded. Thistis not all-inclusive): . ~ rectly or indirectly from a firm, organi-
1040NR Filer must keep a copy of the (1) the reasons listed in sectionzation, or individual (other than the

pre-recorded advertisement for a period.07 of this revenue procedure; taxpayer who is submitting his or her
of at least 36 months from the date of (2) deterioration in the format of return) that is not in the 1040NR Pro-
the last transmission or use. individual submissions; gram;
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(18) submitting information on the proposed letter of denial and admit thewill either withdraw its proposed sus-
data portion of the composite return thatpplicant into the 1040NR Program, omension letter and reinstate the 1040NR
is not identical to the information on the(2) finalize its proposed letter of denialFiler or finalize the proposed suspension
Form 8453-NR; and issue it to the applicant. letter and issue it to the 1040NR Filer.

(19) failure to timely pay any ap- .05 If an applicant receives a final .04 If a 1040NR Filer receives a
plicable fees, as implemented by subsdetter from the Project Office that deniessuspension letter from the Project Of-
quent guidance; or the applicant participation in thefice, the 1040NR Filer is entitled to an

(20) failure to timely submit a re- 1040NR Program, the applicant is enappeal, in writing, to the Director of
vised Form MAR-8980 notifying the titled to an appeal, in writing, to the Practice.

Service of changes described in sectiobirector of Practice. .05 The appeal must be mailed or
4.02 or 4.03 of this revenue procedure. .06 The appeal must be mailed omelivered to the Project Office within 30

.06 The Service may list in the Inter-delivered to the Project Office within 30 calendar days of the date of the suspen-
nal Revenue Bulletin, district office list- calendar days of the date of the deniasion letter. The 1040NR Filer's written
ings, district office newsletters, on theletter. An applicant’'s written appeal mustappeal must contain detailed reasons,
EFS Bulletin Board, or in other appro-contain a detailed explanation, with supwith supporting documentation, for re-
priate publications, the name of anyporting documentation, of why the de-versal of the suspension. In addition, the
entity that is suspended from thenial should be reversed. In addition, thel040NR Filer must include a copy of its
1040NR Program and the effective dat@pplicant must include a copy of theForm MAR-8980 and a copy of the
of that suspension. applicant's Form MAR—-8980 and a copysuspension letter.

.07 If an application for participation of the denial letter. .06 The Project Office, upon receipt
in the 1040NR Program is denied, the .07 The Project Office, upon receiptof a written appeal to the Director of
applicant is ineligible to submit a newof a written appeal to the Director of Practice, will forward to the Director of
application for two years from the appli- Practice, will forward to the Director of Practice its file on the 1040NR Filer and
cation date of the denied applicationPractice its file on the applicant and thehe material described in section 14.05

.08 If a participant is suspended frommaterials described in section 13.06 thatf this revenue procedure that the
participating in the 1040NR Program,the applicant has submitted to thelO40NR Filer has submitted to the
the period of suspension includes théroject Office. The Project Office will Project Office. The Project Office will
remainder of the calendar year in whichforward these materials to the Directoforward these materials to the Director
the suspension occurs plus the next twof Practice within 15 calendar days ofof Practice within 15 calendar days of

calendar years. receipt of the applicant’s written appealthe receipt of a 1040NR Filer’s written
.08 Failure to respond within therequest for appeal.
SECTION 13. ADMINISTRATIVE 30-day periods described in sections .07 Failure to appeal within the 30-
REVIEW PROCESS FOR DENIAL OF 13.03 and 13.06 of this revenue proceday period described in section 14.05 of
PARTICIPATION IN THE 1040NR dure irrevocably terminates an appli-this revenue procedure irrevocably ter-
PROGRAM cant’s right to an administrative reviewminates a 1040NR Filer’s right to an
. ._or appeal. appeal.
.01 An applicant that has been demeg PP PP
participation I the dl(?“.ot'\‘Rt. Programqe 110N 14. ADMINISTRATIVE SECTION 15. EFFECT ON OTHER
During the administiative review pro. FEY /W PROCESS FOR DOCUMENTS
cess, the denial of participation remaingggzlg\iswllON FROM THE 1040NR Rev. Proc. 96-35, 1996-1 C.B. 721,
in effect. is superseded.

.02 In response to the submission of a .01 A 1040NR Filer that has been
Form MAR-8980, the Service will ei- suspended from participation in theSECTION 16. EFFECTIVE DATE
ther (1) accept an applicant into thel0O40NR Program has the right to an
1040NR Program, or (2) issue a pro-administrative review. During the ad-
posed letter of denial that explains toministrative review process, the suspen
the applicant why the Service proposesion remains in effect.
to reject the application to participate in .02 If a 1040NR Filer receives aSECTION 17. PROJECT OFFICE
the 1040NR Program. proposed suspension letter, the 1040NRNFORMATION

.03 An applicant that receives a pro+iler may mail or deliver, within 30 Al questions regarding this revenue
posed letter of denial may mail orcalendar days of the date of the proprgcedure should be directed to:
deliver, within 30 calendar days of theposed suspension letter, a detailed writ- |nternal Revenue Service
date of the proposed letter of denial, @en explanation, with supporting docu- ppjjadelphia Service Center
written response to the Project Officementation, of why the proposed ATTN: DP-115-Magnetic Media
The applicant’s response must addressuspension letter should be withdrawn. prgject Office
the Project Office’s explanation for pro-This written response should be sent t0 11601 Roosevelt Blvd.
posing the denial to participate. the Project Office. Philadelphia, PA 19154

.04 Upon receipt of an applicant's .03 Upon receipt of the 1040NR Fil- . g A.
written response, the Project Office willer's written response, the Project Officerhe telephone number of this office is
reconsider its proposed letter of denialwill reconsider its proposed suspension215) 516-7533 (not a toll-free number)
The Project Office may (1) withdraw its of the 1040NR Filer. The Project Office or 800-829-6945 (a toll-free number).

This revenue procedure is effective
May 23, 1997.
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