
(3) * * *
(ii ) Cost of living adjustment. The

IRS wil l make a cost of living adjust-
ment to the $110 per hour limitation for
fees incurred in any calendar year be-
ginning after December 31, 1996. The
cost of living adjustment wil l be an
amount equal to $110 multiplied by the
cost-of-living adjustment determined un-
der section 1(f)(3) for the calendar year
(substituting ‘‘calendar year 1995’’ for
‘‘calendar¬ year¬ 1992’’ in¬ section
1(f)(3)(B)). If the dollar limitation as
adjusted by this cost-of-living increase
is not a multiple of $10, the dollar
amount wil l be rounded to the nearest
multiple of $10 (rounding up if the
amount is amultiple of $5).

*¬ *¬ *¬ *¬ *
Par.¬ 13. Section¬ 301.7430–5¬ is

amended by:
1. Revising paragraph (a).
2. Adding paragraph (c)(3).
The addition and revision read as

follows:

§ 301.7430–5 Prevailing party.

(a) In general. For purposes of an
award of reasonable administrative costs
under section 7430 in the case of ad-
ministrative proceedings commenced af-
ter July 30, 1996, a taxpayer is a
prevailing party only if—
(1) The position of the IRS was not

substantially justified;
(2) The taxpayer substantially pre-

vails as to the amount in controversy or
with respect to the most significant issue
or set of issues presented; and
(3) The taxpayer satisfies the net

worth and size limitations referenced in
paragraph (f) of this section.

*¬ *¬ *¬ *¬ *
(c) * * *
(3) Presumption. If the IRS did not

follow any applicable published guid-
ance in an administrative proceeding
commenced after July 30, 1996, the
position of the IRS, on those issues to
which the guidance applies and for all
periods during which the guidance was
not followed, wil l be presumed not to be
substantially justified. This presumption
may be rebutted. For purposes of this
paragraph (c)(3), the term applicable
published guidance means final or tem-
porary regulations, revenue rulings, rev-
enue procedures, information releases,
notices, announcements, and, if issued to
the taxpayer, private letter rulings, tech-
nical advice memoranda, and determina-
tion letters. Also, for purposes of this
paragraph (c)(3), the term administrative

Deletions From Cumulative List of
Organizations Contributions to
Which Are Deductible Under
Section 170 of the Code

Announcement 97-13

The name of an organization that no
longer qualifies as organization de-
scribed in section 170(c)(2) of the Inter-
nal Revenue Code of 1986 is listed
below.
Generally, the Service wil l not disal-

low deductions for contributions made
to a listed organization on or before the
date of announcement in the Internal
Revenue Bulletin that an organization
no longer qualifies. However, the Ser-
vice is not precluded from disallowing a
deduction for any contributions made
after an organization ceases to qualify
under section 170(c)(2) if the organiza-
tion has not timely filed a suit for

declaratory judgment under section 7428
and if the contributor (1) had knowledge
of the revocation of the ruling or deter-
mination letter, (2) was aware that such
revocation was imminent, or (3) was in
part responsible for or was aware of the
activities or omissions of the organiza-
tion that brought about this revocation.
If on the other hand a suit for de-

claratory judgment has been timely
filed, contributions from individuals and
organizations described in section
170(c)(2) that are otherwise allowable
wil l continue to be deductible. Protec-
tion under section 7428(c) would begin
on February 24, 1997, and would end
on the date the court first determines
that the organization is not described in
section 170(c)(2) as more particularly
set forth in section 7428(c)(1). For indi-
vidual contributors, the maximum de-
duction protected is $1,000, with a hus-
band and wife treated as one contributor.
This benefit is not extended to any
individual who was responsible, in
whole or in part, for the acts or omis-
sions of the organization that were the
basis for revocation.
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