26 CFR 601.602:Tax forms and instructions.
UgAlso Part |, sections 6012, 6061; 1.6012-5,
ltell-'6061_1)
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SECTION B

SECTION 1. PURPOSE

This revenue procedure informs those
who participate in the Form 1040 On-
Line Filing Program of their obligations
to the Internal Revenue Service, taxpay
ers, and other participanfBhe following
returns can be filed under the Form 104
On-Line Filing Program: (1) 1997 Form
1040 and 1997 Form 1040A, U.S. Ind
vidual Incone Tax Return; and (2) 1997
Form 1040EZ, Incom Tax Return for
Single and Joint FilerwWith No Depen-
dents This revenue procedure updates
and supersedes ReProc. 96-62, 1996-2
C.B. 412.

SECTION 2. BACKGROUND AND
CHANGES

.01 Section 1.6012-5 of the Income
Tax Regulations provides that the Com:
missioner may authorize the use, at th
option of a person required to make a re
turn, of a composite return in lieu of any
form specified in 26 GR. Part 1 (In-
come Tax), subject to the conditions, limi-
tations, and special rules governing the
preparation, execution, filing, and correc-
tion thereof as the Commissioner may
deem appropriate.

.02 For purposes of this revenue proce
dure, an on-line electronically filed Form
1040, Form 1040A, or Form 1040EZ is &
composite return consisting of electroni-
cally transmitted data and certain pape
documents The paper portion of the re-
turn consists of Form 8453-0OL, U.S. In-
dividual Incone Tax Declaration for On-
Line Filing, and other paper documents
that cannot be electronically transmitted
Form 8453-@ must be received by the
Service before the composite return is
considered filed (see section 5.07 of thi
revenue procedure)The composite re-
turn must contain the same informatior
that a return filed completely on papel

1997-52 |.R.B.



contains. See section 7 of this revenu@n-Line Filing Program must be sent tan On-Line Service Provider) dial-up-ac
procedure for procedures for completingheAndover Service Center (sections 4.0¢ess to a variety of data bases. For pur
Form 8453—-OL. and 5.05); poses of the Form 1040 On-Line Filing
.03 The Service will periodically issue (4) Applicants and certain On-Line Fil Program, an On-Line Service Provider
Publication 1345, Handbook for Elec ers must submit information to the IRSmust also have:
tronic Filers of Individual Incom@ax Headquarters Form 1040 On-Line Filing (a) an established subscriber or client
Returns, that lists the forms and scheduléyogramAnalyst by December 31, 1997base to whom the On-Line Service
associated with the Form 1040 series thégections 4.08 and 4.09); Provider ofers services on a continuing
can be electronically transmitted. (5) an individual who is an attorneybasis and about which the On-Line Ser
.04 For the purposes of the Form 10481y submit evidence of professional-stavice Provider maintains certain minimum
On-Line Filing Program, a 1997 Formtus in lieu of a fingerprint card providedinformation identifying the subscriber
1040, Form 1040A, or Form 1040EZ eanthe individual is not currently under sus Such information could include the sub
not be electronically filed after OctoberP€nsion or disbarment from practice- bescribets name, account number credit
15, 1998, notwithstanding the fact that th&re the Service or the bar of the highesfard or demand deposit account number;
taxpayer has been granted an extension§8Urt of any State, Commonwealth, pos (p) a port capacity of at least 1,000
file a return beyond that date. session, territoryor the District of Ce |ines or the ability to simultaneously ser
.05 An amended tax return cannot bdUmbia (section 4.12(1)); .., vice 1,000 customers;
electronically filed under the Form 1040 (6) an individual who is a certified ¢y 5 network of personal computers
On-Line Filing Program.A taxpayer public accountant may submit evidencg,at are linked by modems:

must file an amended tax return on papgljlprofessional status in lieu of a finger

in accordance with the instructions forprlnt card provided the individual is not

Form 1040X,Amended U.S. Individual currently “”def suspension or d!sbar
ment from practice before the Service, of
IncomeTax Return. 0

06 At turn that h forei dwhose license to practice is not currently
' ax return that has a foreign-a suspended or revoked by any StataS

dress for the taxpayer cannot be elecrrontommonwealth possession, territooy
cally filed under the Form 1040 On-Line;p o pistrict o,f Columbia’ (sectionfo

Filing Program. Army/Air Force (APO) 4.12(2):

and Fleet (FPO) postfidfes are not con : e N
(7) timely notification that an On-Line ting electronic returns directly to the Ser

sidered foreign addresses. Filer has discontinued participation in th%ice A Software Developer may also sell
.07 A tax return for a decedent cannokqrm 1040 On-Line Filing Program must’ °¢" p y

be electronically filed under the Formpe sent to thé\ndover Service Center its software.

1040 On-Line Filing ProgramThe dece (section 5.06); 3) T_RANSMITTER_. A “Transmitter“
dents spouse or personal representative (8) aTransmitter must ensure that jfransmits the electr_onlc portion of a return
must file a paper tax return for the deceyoes not use an EFIN or ETIN obtained"€Ctly to the ServiceAn entity that pre

dent. through the Form 1040 Electronic FilingVIdes a *bump-up” service is ransmit

.08 This revenue procedure updategg| F) Program in a transmission of the®" A “bump-up” service provider i
and supersedes ReRroc. 96-62, 1996-2 glectronic portion of a taxpaysrreturn C'€3S€S the transmission rate or line speed
C.B. 412.The updates include changes iys part of the Form 1040 On-Line Filing?' formatted or reformatted information
the Form 1040 On-Line Filing Program,program (section 5.15); and that is being sent to the Service via apub
clarification of prior Form 1040 On-Line (g) theAndover Service Center is the/lC SWitched telephone networkihe Ser
Filing Program statements, and additionaffice responsible for accepting or reject?/C 2ccepts both asynchronous and bi
guidance derived from other Service €oGng an application to participate in thesynchronous commun!catlons DFOFOCO|S-
uments that relate to the Form 1040 OrnEgrm 1040 On-Line Filing Program (sec .03 The On-Line Filer categories are

(d) access to a broad spectrum of infor
mation and/or entertainment services; and
(e) a client base that has the ability to
mmunicate using electronic mail.

(2) SOFTWARE DEVELOPER. A
oftware Developer” develops software
r the purposes of (a) formatting returns
according to the Service'electronic re
turn specifications; and/or (b) transmit

Line Filing Program. Some of the Up tions 13.02 through 13.07). not mutually exclusive. For example, a
dates are: Software Developer can, at the same time,
(1) Unless certain changes listed in-seECTION 3. ON-LINE FILING b_e cons@ered dransmitter or an On-
tions 4.03 and 4.04 of this revenue procé? RTICIPANTS—DEFINITIONS Line Service Provider depending on the

dure have occurred, an On-Line Filer that .01 After acceptance into the Formfunction(s) performed.

actively participated in the most recengoz}o On-Line Filing Program, as de ggcT|ON 4ACCEPTANCE IN THE

Form 1040 On-Line Filing Program doesscribed in section 4 of this revenue proc&=orM 1040 ON-LINE EILING

not have to reapply to participate in thgjure, a participant is referred to as aprOGRAM

Form 1040 On-Line Filing Program (sec“On-Line Filer”

tion 4.01); .02 The On-Line Filer categories are: .01 Except as provided in sections 4.02
(2) the application period for the Form (1) ON-LINE SER/ICE PROVIDER. through 4.04 of this revenue procedure,

1040 On-Line Filing Program runs fromAn “On-Line Service Provider” is an on-an On-Line Filer that has actively partici

September 2, 1997, through December fine information service ganization that pated in the most recent Form 1040 On-

1997 (section 4.05); provides paying subscribers (individuald.ine Filing Program does not have to
(3) all applications for the Form 1040who use the various servicedesed by reapply to participate in the Form 1040
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On-Line Filing Program. Howevean (4) the Responsible @¢ial on Form (f) the Professional Package name of the
On-Line Filer that intends to participate8633, line 9 changes. software submitted for Participaitscep
as aTransmitter or a Software Developer .04 Except as provided in section 4.08anceTesting (RTS) and whether the soft
in the Form 1040 On-Line Filing Programof this revenue procedure, to participate iware has successfully completetis;
must first successfully complete the testhe Form 1040 On-Line Filing Program, (2) the applican$ point of contact for
ing referred to in section 4.10 of this fevan On-Line Filer in the most recent Fornmatters relating to the Form 1040 On-
enue procedure. In addition, section 4.18040 On-Line Filing Program must sub Line Filing Program and the telephone
of this revenue procedure provides for thenit either a revised Form 8633, or a lettenumber for the point of contact; and
Services issuance of credentials necescontaining the same information con (3) the applicans customer service
sary for participation in the Form 1040tained in a revised Form 8633, if any intelephone number
On-Line Filing Program. formation on the On-Line Fil&s Form .09 On-Line Filers that participated in
.02 Applicants must file a new Form 8633 has changedA revised Form 8633 the most recent Form 1040 On-Line-Fil
8633, Application to Participate in the or letter submitted under this sectionng Program must submit any changes to
Electronic Filing Program, (hereinaftershould include only the information-re the information contained in sections
“Form 8633"), with completed fingerprint quested on lines 1a through 1i of Form.08(1) through (3) of this revenue prece
cards for the appropriate individuals, if. 8633 and the information being reviséd. dure to the IRS Headquarters Form 1040
(1) the applicant has never participate®rincipal or a Responsible f@fial must  On-Line Filing ProgranAnalyst by De
in the Form 1040 On-Line Filing Pro sign the revised Form 8633 or the letter cember 31, 1997.
gram; .05 For applicants described in section .10 Applicants and On-Line Filers de
(2) the applicant has previously beed.02 of this revenue procedure, the applscribed in sections 4.01 through 4.04 of
denied participation in the Form 1040 Oncation period runs from September 2this revenue procedure that intend to-par
Line Filing Program; or 1997, through December 1, 1997. ticipate as dransmitter or a Software De
(3) the applicant has been suspended.OG Revised applications described ineloper in the Form 1040 On-Line Filing
from the Form 1040 On-Line Filing Pro sections 4.03 and 4.04 of this revenuProgram must first successfully complete

gram. procedure must be submitted within 3@he necessary testing at the appropriate
App"cants must designate that the Forrﬁays of the Change(S) reflected on the r&ervice Center(s).
8633 is for the Form 1040 On-Line Filingvised Form 8633 or in the letter 11 Each individual listed as a Princi

Program by putting the words “ON-LINE .07 Applicants and On-Line Filers ée pal or a Responsible @fial must:

FILING PROGRAM” across the top of scribed in sections 4.02 through 4.04 of (1) be a United States citizen or an

the form and the letters “OLF” in the boxthis revenue procedure must file Formalien lawfully admitted for permanent res

in the upper left hand corner of the forn8633 (or a letter as provided in sectioidence as described in 8 U.S.C.191(a)

that indicates whether the form is new of.04 of this revenue procedure) with th¢20) (1994);

revised. Andover Service Center (2) have attained the age of 21 as of the
.03 To participate in the Form 1040 -08 Applicants described in sectiondate of application;

On-Line Filing Program, an On-Line4.02 must submit the following informa  (3) submit with Form 8633 one stan

Filer in the most recent Form 1040 Ontion (or the name and phone number of adard fingerprint card with a full set of fin

Line Filing Program must submit a-re individual who can provide the informa gerprints taken by a law enforcement

vised Form 8633 (designated for the Forrfion) to the IRS Headquarters Form 104@gencyexcept as provided in section 4.12

1040 On-Line Filing Program as de On-Line Filing Programfnalyst (see sec of this revenue procedure; and

scribed in section 4.02 of this revenudion 17 of this revenue procedure) by-De  (4) pass a suitability check that-in

procedure), signed by all “Principals” andcember 31, 1997: cludes a credit check, a tax compliance

the “Responsible @itial” (as described (1) the brand name of the software theheck, and a fingerprint check.

in section 4.1 of this revenue procedure)applicant will be using, has developed, or 12 An individual may choose to sub

with completed fingerprint cards for thewill be transmitting, and the followingin mijt evidence of the individua’ profes

appropriate individuals if: formation regarding the software: sional status in lieu of a standard finger
(1) the On-Line Filer functioned solely (@) the name of the Software Developeprint card if the individual is:

as a Software Developer during the moger the software; (1) an attorney in good standing of the

recent Form 1040 On-Line Filing Rro  (b) the name of th&ransmitter for the par of the highest court of any State,

gram and intends to function as an Orsoftware; Commonwealth, possession, territorgr

Line Service Provider ofransmitter dur (c) the retail cost of the software andhe District of Columbia, and is not eur

ing the Form 1040 On-Line Filing any additional costs for transmitting theently under suspension or disbarment

Program; electronic portion of the taxpaysrre from practice before the Service or the bar
(2) there is an additional Principal, suctiurn; of the highest court of any State, Gom

as a partner or a corporateioér, that (d) whether the software can be used tmonwealth, possession, territpror the

must be listed on Form 8633, line 8, “Prinfile Federal/State returns; District of Columbia;

cipals ofYour Firm or Oganization”; (e) whether the software is available on (2) a certified public accountant who is
(3) there is a Principal listed on Fornthe Internet and, if so, the Internet-adduly qualified to practice as a certified

8633, line 8, that should be deleted; or dress; public accountant in any State, Common
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wealth, possession, territorgr the Dis (4) assessment of tax penalties; Tax Returns, and Publication 1345A,
trict of Columbia, and is not currently (5) suspension/disbarment from pracHandbook for Electronic Filers of Indi
under suspension or disbarment fronice before the Service; vidual IncomeTax Returns (Supplement);
practice before the Service or whose li  (6) disreputable conduct or other facts (2) Publication 1346, Electronic Return
cense to practice is not currently susthat would reflect adversely on the FornFile Specifications and Record Layouts
pended or revoked by any State, GomL040 On-Line Filing Program; for Individual IncoméTax Returns;
monwealth, possession, territoyr the  (7) misrepresentation on an application; (3) Publication 1436Test Package for
District of Columbia; (8) suspension or rejection from eitheElectronic Filing of Individual Income

(3) an enrolled agent pursuant to pathe Form 1040 On-Line Filing Program oiTax Returns; and
10 of 31 C.ER. SubtitleA; the Form 1040 Electronic Filing (ELF) (4) Postings to the Electronic Filing

(4) an oficer of a publicly held corpo Program in a prior year; System Bulletin Board (EFS Bulletin
ration; or (9) unethical practices in return prepaBoard).

(5) a banking dfcial who is bonded ration; .02 An On-Line Filer must maintain a
and has been fingerprinted within the last (10) stockpiling returns prior to fifial  high degree of integrifycompliance, and
two years. acceptance into the Form 1040 On-Lingccuracy

.13 The Service will issue credentialsFiling Program (see section 5.21 of this 03 An On-Line Filer may accept 1e
to eligible applicants for the Form 1040revenue procedure); turns for on-line electronic filing only from
On-Line Filing Program, as well as On- (11) knowingly and directly or indi taxpayers or from another On-Line Filer
Line Filers that do not have to reapplyectly employing or accepting assistance g4 |f an On-Line Filer chges a fee
pursuant to section 4.01, 4.03, or 4.04 dfom any firm, oganization, or individual for the electronic transmission of a tax re
this revenue procedure (provided theyhat is prohibited from applying to partci turn, the fee may not be based on a per
have first satisfactorily completed thepate in the Form 1040 On-Line Fi”ngcentage of the refund amount or any other
testing described in section 4.10 of thi®rogram or the Form 1040 ELF Programymount from the tax return.
revenue procedure if they intend to particor that is suspended from participating in - 95 An On-Line Filer must submit a+e
ipate as dransmitter or Software Devel the Form 1040 On-Line Filing Program o,
oper). No one may participate in thehe Form 1040 ELF ProgramThis i i section 4.04 of this revenue procedure)
Form 1040 On-Line Filing Program with cludes any individual whose actions rey, the Andover Service Center within 30
out the following credentials: sulted in the rejection or suspension of Bays of when any of the conditions or

(1) a letter of acceptance into the Fornsorporation or a partnership from thechanges described in section 4.03 or 4.04
1040 On-Line Filing Program; Form 1040 On-Line Filing Program or theyt this revenue procedure occuBee sec

(2) an Electronic Filing Identification Form 1040 ELF Program; or tion 4.06 of this revenue procedure.
Number (EFIN) for each applicable ser (12) knowingly and directly or inéli 55 An On-Line Filer must notify the
vice center; and rectly accepting employment as an ass\nqover Service Center within 30 days of

(3) if appropriate, an Electronirans ~ Ciate, correspondent, or as a subagegiscontinuing its participation in the Form
mitter Identification Number (ETIN) for from, or sharing fees with, any firm,-or 1540 on.Line Filing ProgramThis does
each applicable service center ganization, or individual that is prokib ¢ oreciude reapplication in the future.

.14 If an On-Line Filer is a Softwareited from applying to participate in the - . 51| ine Filer must ensure that
Developer that performs no other functio-orm 1040 On-Line Filing Program or;, promptly processes returns submitted to
in the Form 1040 On-Line Filing Programthe Form 1040 ELF Program, or that ig; ¢ o1actronic filing. See sections 5.09
but software development, no Principal opuspended from participating in the Form ;o 4" 1 of this revenue procedure.’
Responsible Gitial needs to pass a suit 1040 On-Line Filing Program or theHow’ever an On-Line Filer that receives a
ability check. Form 1040 ELF ProgramThis includes o\ tor electronic filing on or before

.15 The Service may reject an applica®y m_dmdual whose ac.tlons resulted "Nhe due date of the return must ensure that
tion to participate in the Form 1040 On{he rejection or suspension of a Corporgy . o, jine electronic return is filed on or
Line Filing Program for the following tion or a partnership from the Form 1044, .t o 1hat due date (including exten
reasons (this list is not all-inclusive) On-Line Filing Program or the Form o\ an on-line electronic return is not

ised Form 8633 (or a letter as provided

These reason apply to any firmganiza 1040 ELF Program. considered filed until the electronic por

t'|0n, Principal, or Responsible fifial SECTION 5. RESPONSIBILITIES OF tion of the tax retqrn has been acknowl

listed on Form 8633: AN ON-LINE FILER edged by the Service as accepted for pro
(1) conviction of any criminal énse cessing and a completed and signed Form

under the revenue laws of the United .01 To ensure that complete returns ar8453—-OLhas been received by the Ser
States, or of any &dnse involving dis accurately and &tiently filed, an On- vice. Howeverif the electronic portion
honesty or breach of trust; Line Filer must comply with all the publi of a return is successfully transmitted on
(2) failure to file timely and accuratecations and notices of the Service relatingr shortly before the due date and the tax
tax returns, including returns indicatingto electronic filing. Currentlythese pub payer complies with section 7.01 of this

that no tax is due; lications and notices include: revenue procedure, the return will be
(3) failure to timely pay any tax liabili (1) Publication 1345, Handbook fordeemed timely filed. If the electronic
ties; Electronic Filers of Individual Income portion of a return is transmitted on or
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shortly before the due date and is -ultitransmission of the electronic portion of durn that theTransmitter accepts from an
mately rejected, but the taxpayer comreturn; On-Line Service Provider

plies with section 5.18 of this revenue (3) transmit all electronic returns within .13 A Transmitter must enter the letter
procedure, the return will be deemedhree calendar days of receipt to the apprtO” in Field #15 (TransmissionType
timely filed. For a balance due return, sepriate service center based on the sta@ode) when transmitting the electronic

section 10 of this revenue procedure focode in the taxpayes return address; portion of an on-line electronically filed
instructions on how to make a timely pay (4) retrieve the acknowledgement filereturn to the Service. See Part I, Section
ment of tax. (in which the Service states whether i acl, page 4, of Publication 1346.

.08 An On-Line Filer must ensure cepts or rejects the electronic portion of a .14 A Transmitter must ensure that it
against the unauthorized use of its EFIaxpayefs return) within two work days does not combine the electronic portion of
or ETIN. An On-Line Filer must not of transmission; an on-line electronically filed return with
transfer its EFIN or ETIN by sale, loan, (5) match the acknowledgement file tdhe electronic portion of any other return
gift, or otherwise to another entity the original transmission file and notifywithin the same transmission to the Ser

.09 An On-Line Filer that participates the taxpayer of the status of a transmittedce.
as an On-Line Service Provider must:  return as prescribed in section 5.18 of this .15 A Transmitter must ensure that it

(1) provide assistance to a subscriber irevenue procedure; does not use an EFIN or ETIN obtained
transmitting the electronic portion of a tax (6) retain, until the end of the calendathrough the Form 1040 ELF Program in a
return; year in which a return was filed, the-actransmission of the electronic portion of a

(2) ensure that no more than three taknowledgement file received from thetaxpayers return as part of the Form 1040
returns are filed electronically by one subService; On-Line Filing Program.
scriber; (7) retain, until the end of the calendar .16 If the Service accepts the elec

(3) not provide to a subscriber softwargear in which a return was filed, the comtronic portion of a taxpay&s return, the
that has a Service-assigned productiopiete copy of the electronic portion of theTransmitter must notify the taxpayer (as
password built into the software; return (may be retained on magnetiprescribed in section 5.19 of this revenue

(4) immediately send to a subscribemedia) that can be readily and accuratelyrocedure) of the following:
the information provided by Bransmitter converted into an electronic transmission (1) the date the transmission was ac
under section 5.17 or 5.18 of this revenuthat the Service can process; cepted,;
procedure; and (8) immediately contact the Electronic (2) the DCN;

(5) inform a subscriber upon requesFiling Unit at the appropriate service een (3) where to put the DCN on Form
that information regarding a refund can beer for further instructions if an acknowl 8453-OL:
obtained by using the IRReleTax system. edgement of acceptance for processing (4) the requirement to properly cem

.10An On-Line Filer that participates has not been received by tlieansmitter plete and timely submit a Form 8453-OL
as a Software Developer must: within two work days of transmission orwith accompanying paper documents- (in

(1) promptly correct any software erroif the Transmitter receives an acknewl cluding Formw-2, Wage andlax State
which causes the electronic portion of @dgement for a return that was not trangnent) within one work day;
return to be rejected,; mitted on the designated transmission; (5) the appropriate service cengead

(2) promptly distribute any software (9) promptly correct any transmissiondress to which Form 8453—OQkith ac
correction; error that causes an electronic transmigompanying paper documents must be

(3) ensure that its software packagsion to be rejected; sent;
cannot be used to transmit more than (10) contact the Electronic Filing Unit (6) that a Form 8453—Omust be re
three electronic returns; at the appropriate service center for assigeived by the Service before an on-line

(4) ensure that its software packagéance if a return has been rejected afteflectronically filed return is complete; and
contains a Form 8453—-Cihrmat that can three transmission attempts; (7) that the taxpayes failure to timely
be printed and used by a taxpayer to file (11) ensure the security of all transmitsubmit a Form 8453-Owith accompany
with the Service; ted data; ing paper documents could result in the

(5) ensure that its software package (12) ensure that it does not transmit oBervice not allowing the taxpayer to file a
contains a consent to disclosure stateccept for transmission more than thretax return through the Form 1040 On-
ment; and electronic returns originating from oneLine Filing Program in the future.

(6) not incorporate into its software asoftware package; .17 If the Service informs th€rans
Service-assigned production password.  (13) ensure that the electronic portiomitter (in an acknowledgement file) that
.11 An On-Line Filer that participates of a return contains a completed consettite electronic portion of a taxpayemre

as alransmitter must: to disclosure statement; and turn has been rejected, tieansmitter

(1) assign (as prescribed in Publication (14) ensure that it does not use softwamust notify the taxpayers prescribed in
1345) a Declaration Control Numberthat has a Service-assigned productiogection 5.19 of this revenue procedure, of
(DCN) to the electronic portion of eachpassword built into the software. the following:
return received from a taxpayer; .12 A Transmitter must include an On- (1) that the Service rejected the elec

(2) include the assigned DCN in the.ine Service Provides EFIN on each re tronic portion of the taxpayes return;
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(2) the date of the rejection; more than three calendar days to transnparer under § 7701(a)(36) and
(3) what the reject code(s) means; a return to the Service after receiving th€ 301.7701-15. Preparer penalties that
(4) what steps the taxpayer needs tiformation necessary for an electronienay be asserted under appropriate cir
take to correct the error that caused the rtsansmission of a tax return. cumstances include, but are not limited to,
jection; and .22 An On-Line Filer may not déér, those set forth in 88 6694, 6695, and
(5) the information contained in sectiomor in any way participate in or facilitate,6713.

5.18 of this revenue procedure. a RefundAnticipation Loan (RAL) in (2) Under § 301.7701-15(d), an On-
.18 If the taxpayer chooses not to havéonnection with any return filed under theLine Filer is not an income tax return pre
the electronic portion of the return eor Form 1040 On-Line Filing ProgramA  parer for the purpose of assessing most
rected and transmitted to the Service, or RAL is money borrowed by a taxpayerpreparer penalties as long as the On-Line

the electronic portion of the return cannothat is based on a taxpajem@nticipated Filer's services are limited to “typing,-re
be accepted for processing by the Servicicome tax refund. production, or other mechanical assis
the taxpayerin order to file a timely re .23 An On-Line Filer may not chge a tance in the preparation of a return or
turn, must file a paper return by the latepeparate fee for a Direct Deposit. Seelaim for refund.”
of: section 9 of this revenue procedure. (3) If an On-Line Filer alters the return
(1) the due date of the return; or .24 In addition to the specific responsiinformation in a nonsubstantive wais
(2) ten calendar days after the date tridlities described in this section, an Onalteration will be considered to come
Service gives notification that the elecLine Filer must meet all the requirementsinder the “mechanical assistance” excep
tronic portion of the return is rejected ofn this revenue procedure to keep the privion described in § 301.7701-15(d)(3.
that the electronic portion of the returri!®g€ of participating in the Form 1040nonsubstantive change is a correction or

cannot be accepted for processing. On-Line Filing Program. change limited to a transposition error
The paper return should include an expl misplaced entryspelling erroror arith
nation of why the return is being ﬁ|edaSECTION 6. PENALIES metic correction that falls within the fol
after the due date. 01 Penalties for Discloster or Use of '0Wing tolerances:

.19 A Transmitter that transmits a-re Information. (a) the amount of “Gtal tax”, “Federal

turn of a taxpayer who is a subscriber of (1) An On-Line Filer except a Soft Income tax withheld”, “Refund”, or
an On-Line Service Provider must notifyware Developer that performs no otherAMmount you owe” on Form 8453-OL
the taxpayer by sending an electronifunction in the Form 1040 On-Line Filing differs from the corresponding amount on
transmission to the On-Line ServiceProgram but software development, is the electronic portion of the tax return by
Provider within two work days of retriev tax return preparer (Preparer) under th@ more than $7;
ing the acknowledgement fileA Trans  definition of § 301.7216-1(b) of the Reg () the amount of *Btal income” shown
mitter that transmits a return of a taxpayailations on Procedure amdiministra ©On Form 8453-Oldiffers from the corre
who is not a subscriber of an On-Lineion. A Preparer is subject to a criminaSPonding amount on the electronic portion
Service Provider must notify the taxpayepenalty for unauthorized disclosure or usgf the tax return by no more than $25; or
by: of tax return information. See § 7216 of (c) dropping cents and rounding to
(1) sending an electronic transmissiothe Internal Revenue Code and whole dollars.
to the taxpayer within two work days of § 301.7216-1(a). In addition, § 6713 (4) If an On-Line Filer alters the return
retrieving the acknowledgement file; or establishes civil penalties for unauthoinformation in a substantive wayather
(2) mailing a written notification to the rized disclosure or use of tax return inforthan having the taxpayer alter the return,
taxpayer within one work day of retriev mation. the On-Line Filer will be considered to be
ing the acknowledgement file. (2) Under § 301.7216-2(h), disclosurégin income tax return preparer for pur
.20 A Transmitter must make availableof tax return information among acceptedoses of 8 7701(a)(36).
to the Service upon request all items reOn-Line Filers for the purpose of prepar (5) If an On-Line Filer goes beyond
quired by this section to be retained untiing a return is permissible. For examplenechanical assistance, the On-Line Filer
the end of the calendar year in which a rean On-Line Service Provider may pass omay be held liable for income tax return
turn was filed. The Transmitter must tax return information to @&ransmitter for preparer penalties. See RRwul. 85-189,
make this material available either at théhe purpose of having an on-line elec1985-2 C.B. 341 (which describes a situ
business address of tAgansmitter or tronic return formatted and transmitted t@tion where a Software Developer was
from the contact representative named ahe Service. Howeveif the tax return in  determined to be an income tax return
Form 8633. formation is disclosed or used in anyreparer and subject to certain preparer
.21 A Transmitter is responsible for-en other way an On-Line Filer may be sub penalties).
suring that stockpiling does not occurject to the penalties described in section .03 Other Penalties.In addition to the
Stockpiling means collecting returns fron6.01(1) of this revenue procedure. above specified provisions, the Service
taxpayers prior to fitial acceptance into .02 Other Pepater Penalties. reserves the right to assert all appropriate
the Form 1040 On-Line Filing Program, (1) Preparer penalties may be assertgideparey nonpreparerand disclosure
or, after oficial acceptance into the Formagainst an individual or firm meeting thepenalties against an On-Line Filer as war
1040 On-Line Filing Program, waiting definition of an income tax return pre ranted under the circumstances.
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SECTION 7. FORM 8453-0L, U.S. and instructions to the taxpayer for entewho electronically files a balance due re

INDIVIDUAL INCOME TAX ing the DCN on Form 8453—-OL. turn.
DECLARATION FOR ON-LINE .04 If a taxpayer inquires about the .03 To expedite the crediting of a tax
FILING status of a refund, thEransmitteror On- payment, a taxpayer who electronically

) Line Service Provider if the taxpayer is diles a balance due return should mail his

.01 Procedues for Completing FOrm gypscribermust advise the taxpayer thabr her tax payment with either Form
8453-0OL. the taxpayer can call the local IR8lee 1040-V or the scannable payment

(1) Form 8453-Olmust be completed Tax number to inquire about the status ofoucher that is included in some tax pack
by the taxpayer in accordance with the inthe taxpayes refund. The Transmitter or ages. Each of these options has specific
structions for that form. On-Line Service Provider should also admailing instructions.

(2) The taxpayer(s§ name, address,vise the taxpayer to wait at least three .04 A taxpayer who electronically files
social security number(s), tax returnr inweeks from the date the Service gave na balance due return must make a full and
formation, and direct deposit of refund inftification that the electronic portion of thetimely payment of any tax that is due.
formation in the electronic transmiSSiOFtaxpayers return was accepted for pro Failure to make full payment of any tax
must be identical to the information Orcessing before calling th&eleTax that is due on or beforapril 15, 1998,

the Form 8453-Olthat the taxpayer(s) number will result in the imposition of interest and
signs and will mail to the appropriate ser .05 The Transmitter must inform the may result in the imposition of penalties.
vice center taxpayer that the address on the electronic

(3) If the electronic portion of a returnportion of the return, once processed, wiffECTION 1. ADVERTISING
was filed as a joint return, both spousesie used to update the taxpageaddress STANDARDS FOR ON-LINE FILERS
signatures are required on Form 8453ef record. The Internal Revenue Service . .
.01 An On-Line Filer shall comply
OL. uses the taxpayer address of record for_ . - o
. . ! with the advertising and solicitation pro
(4) The taxpayes Form 8453-Olimust various notices that are required to be sent .
. o ,» visions of 31 C.IR. Part 10 (feasury De
be sent to the address of the appropriate a taxpay€is “last known address
service center within one work day afteunder the Internal Revenue Code and f
the taxpayer is provided notification thatefunds of overpayments of tax (unles
the electronic portion of the taxpajere otherwise specifically directed by the tax

turn has been accepted for processing. payer such as by Direct Deposit). gzztealgcg i:ﬁ}:i?’ fiﬁrudeur:?:inr:’ m(l:solzzragyeg,
.02 Missing Form 8453-OL.If the Puve, y U '

Service determines that a Form 8453—O§ECTION 9. DIRECTDEPOSITOF or unfair statement or claimany claims

N . EFUNDS concerning faster refunds by virtue of
is missing, the taxpayer must provide thg electronic filing must be consistent with

Service with a replacement taxpayer 91 The Service will ordinarily process the language in €itial Service publica
must also provide a copy of any FOWR- 5 yequest for Direct Deposit but reservesons.
2, Wage andrax Statement, FOW-—2G, - the right to issue a paper refund check. .02 An On-Line Filer must adhere to
Certain _Garr_lbllngNmnlngs, Form 1099— 02 The Service does not guarantee gj| relevant federal, state, and local con
R, Distributions From PensionSnnu-  gpecific date by which a refund will be di sumer protection laws that relate to adver
ities, Retirement or Profit-Sharing Plansrecﬂy deposited into the taxpaj@finan tising and soliciting.
IRAs, Insurance Contracts, etc., and allj5 institution account. .03 An On-Line Filer must not use the
other attachments to Form 8453-OL. .03 Neither the Service nor Financiakervices name, “Internal Revenue Ser
03 Substitute Form 8453-OLIf @ Management Service (FMS) is respensijice” or “IRS”, within a firm's name.
substitute Form 8453-Ois used, it must pje for the misapplication of a Direct De 94 An On-Line Filer must not use im
be approved by the Service prior {0 Usgysit that is caused by erjategligence, proper or misleading advertising in rela
See RevProc. 96-48, 1996-2 C.B. 339. or malfeasance on the part of the -taxjon to the Form 1040 On-Line Filing Rro

&artment Circular No. 230)This circular
grohibits the use or participation in the
use of any form of public communication

SECTION 8. INFORMAION AN payer On-Lin_e Filer financial institution, gram (including the time frames for
ON-LINE FILER MUSTPROVIDETO O @y of their agents. refunds).
THE TAXPAYER SECTION 10. BALANCE DUE 05 An On-Line Filer using electronic
RETURNS filing promotional materials or logos pro
01 TheTransmitter must advise a tax vided by the Service must comply with all
payer to retain a complete copy of the re .01  An on-line electronically filed Service instructions pertaining to the pro
turn and any supporting material. balance due return is transmitted to thenotional materials or logos.

.02 The Transmitter must advise theappropriate service center in the same .06 Use of Direct Deposit name and
taxpayer that an amended return, ifmanner that a refund or zero balance réogo.
needed, must be filed as a paper retutarn is filed. A balance due return is not (1) The name “Direct Deposit” will be
and mailed to the service center thadomplete unless and until the Service raused with initial capital letters or all capi
would handle the taxpaysrpaper return. ceives Form 8453—-Okcompleted and tal letters.

.03 The Transmitter must give the tax signed by the taxpayer (2) The logo/graphic for Direct Deposit
payer the Declaration Control Number .02 TheTransmitter must furnish Form will be used whenever feasible in adver
(DCN) for the taxpayes Form 8453—0OL 1040-V Payment®/oucher to a taxpayer tising copy
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(3) The color or size of the Direct Be throughout the filing seasorhe Service  (12) violation of the advertising stan
posit logo/graphic may be changed whewill also monitor the electronic portion ofdards described in sectiod df this rev
used in advertising pieces. returns and tabulate rejections, errors, arghue procedure;

.07 Advertising materials shall notother defects. If quality deteriorates, the (13) failure to maintain and make avail
carry the FMS, IRS, or othéffreasury On-Line Filer will receive a warning from able records as described in section 5.20
Seals. the Service. of this revenue procedure;

.08 Advertising for a cooperative elec  -05 The Service will monitor complaints  (14) failure to supply a taxpayer with
tronic return filing project (public/private @bout an On-Line Filer and issue a warningn accurate DCN;
sector) must clearly state the names of &l Suspension letter as appropriate. (15) failure to give d&ctive instrue
cooperating parties. .06 The Service reserves the right tqjons to a taxpayer concerning the entry of

.09 If an On-Line Filer uses radio orSUsPend an On-Line Filer from participathe DCN on Form 8453-OL; or
television broadcasting to advertise, thon in the Form 1040 On-Line Filing Pro (16 fajlure to timely submit a revised
broadcast must be pre-recordéthe On- 9ram for violating any provision of this roym 8633 (or a letter containing the
Line Filer must keep a copy of the pref€vVenue procedure. Generalthe Ser  game jnformation contained in a revised
recorded advertisement for a period of AiC€ Will advise a suspended On-Ling-q;y g633) notifying the Service of
least 36 months from the date of the ladt €7 concerning the requirements fotpan4es described in section 4.03 or 4.04
transmission or use. reacceptance into the Form 1040 On-Ling¢ i revenue procedure.

.10 If an On-Line Filer uses direct mailFIIIng Program. The_ following reasons .07 The Service may list in the Internal
or fax communications to advertise, the"&y !ead to a warning Iettgr and/or sUspeyan e Bulletin, district @te listings,
On-Line Filer must retain a copy of the acEenS'iBAf%fgn I?n-Lqu_e Fger from :E.edistrict ofice newsletters, and on the EFS
tual mailing or fax, along with a list or";rirg not aII-inr::-Iu?ise)'l ing Program ( ISBulletin_Board the name and owner(s) of
other description of firms, ganizations, (1) the reasons Iistéd in section 4.15 o%ny gntlty .s.uspended from the FO”T‘ 1040
or individuals to whom the communicationt is revenue procedure: ' n-Line Filing Program and thefettive
was mailed, faxed, or otherwise distributeJ1 @) deteriofation in tr;e format of indi date of the suspension.
for a period of at least 36 months from th@/i .08 If a participant is suspended from
articipating in the Form 1040 On-Line

i o dual transmissions;
date of the last mailing, fax, or distribution.
iling Program, the period of suspension

o . (3) unacceptable cumulative error oﬁ
.11 Acceptance to participate in therejection rate:

Form 1040 On-Line Filing Program does (4) stockpiling returns at any timeinclut_jes the remainder of the calendar
not imply endorsement by the Servicey e participating in the Form 1040 onyearin which the suspension occurs plus
FMS, or theTreasury Department of the| ;o Filing Program: the ngxt two calendar.yearAsuspendeq

software or quality of services provided. ’ participant may submit a new application

(5) failure on the part of @ransmitter for the application period immediatel
SECTION 12. MONIDRINGAND to retrieve acknowledgement files within PP P y

- receding the end of the suspension.
SUSPENSION ORN ON-LINE FILER WO work days of transmission by the®

Service; SECTION 13.ADMINISTRATIVE

.01 The Service will monitor an On-  (6) failure on the part of @ransmitter REv|EW PROCESS FOR DENIADF
Line Filer for conformity with this rev to notify the taxpayeras prescribed in pARTICIPATION IN THE FORM 1040
enue procedure. Before suspending a€ction 5.19 of this revenue procedure, ghN-LINE FILING PROGRAM
On-Line Filer the Service may issue athe status of a transmitted return within
warning letter that describes specific -cortwo work days of receipt of the acknewl .01 An applicant that has been denied
rective action for deviations from this rev edgement files from the Service; participation in the Form 1040 On-Line
enue procedure. Howeyéhe Service can  (7) failure on the part of an On-LineFiling Program has the right to an admin
immediately suspend, without notice, arBervice Provider to ensure that no moristrative review During the administra
On-Line Filer from the Form 1040 On-than three tax returns are filed electronitive review process, the denial of paHici
Line Filing Program. In most circum cally by one subscriber; pation remains in é&ct.
stances, a suspension from participation in (8) failure on the part of @&ransmitter .02 In response to the submission of a
the Form 1040 On-Line Filing Program isto ensure that it does not transmit or ad=orm 8633, théAndover Service Center
effective as of the date of the letter infermcept for transmission more than threvill either (1) accept an applicant into the
ing the On-Line Filer of the suspension. electronic returns originating from oneForm 1040 On-Line Filing Program, or

.02 If a Principal or Responsible Of software package; (2) issue a proposed letter of denial that
ficial is suspended from the Form 1040 (9) significant complaints about an On-explains to the applicant why the service
On-Line Filing Program, every entity thatlLine Filer; center proposes to reject the application to

listed the suspended Principal or Respon (10) failure on the part of an On-Lineparticipate in the Form 1040 On-Line il

sible Oficial on its Form 8633 may alsoFiler to ensure against the unauthorizeihg Program.

be suspended. use of its EFIN and/or ETIN; .03 An applicant who receives a pro
.03 The Service will monitor the (11) failure on the part of an On-Lineposed letter of denial may mail or deliver

timely receipt of Forms 8453-OL. Filer to cooperate with the Serviseef within 30 calendar days of the date of the
.04 The Service will monitor the qual forts to investigate electronic filing proposed letter of denial, a written-re

ity of an On-Line Filets transmissions abuse sponse to théndover Service Center
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The applicans response must address thementation, of why the suspension lettefFiling Program should be directed to the
service centés reason(s) for proposingshould be withdrawn.This written re IRS Headquarters Electronic Filing -Of
the denial to participate. sponse should be sent to the distrificef fice. The telephone number for this pur
.04 Upon receipt of an applicast’ or service center that issued the suspepose is (202) 283-0531 (not a toll-free
written response, thAndover Service sion letter number). All questions regarding the on-
Center will reconsider its proposed letter .03 Upon receipt of the On-Lineline aspects of this program should be di
of denial. The service center may eitherFiler's written response, the districfioé rected to the IRS Headquarters Form
(1) withdraw its proposed letter of deniabr service center will reconsider its sus1040 On-Line Filing Programnalyst.
and admit the applicant into the Fornpension of the On-Line FileiThe district The telephone number for this purpose is
1040 On-Line Filing Program, or (2)-fi office or service center may either (1X202) 283-0265 (not a toll-free number).
nalize the proposed denial letter withdraw its suspension letteor (2) af The address for the IRS Headquarters
.05 If an applicant receives a final-defirm the suspension. Form 1040 On-Line Filing PrograAna-
nial letter from theéAndover Service Cen .04 If the On-Line Filer receives adet lyst is T:ETA:O:P, 5000 Ellin Road, Lan
ter, the applicant is entitled to an appeater afirming the suspension, the On-Lineham, MD 20706.
in writing, to the Director of Practice. Filer is entitled to an appeal, in writing, to
.06 The appeal must be mailed or-dethe Director of Practice. SECTION 18. RPERNVORK
livered to theAndover Service Center .05 The appeal must be mailed or-de”CT
within 30 calendar days of the date of théivered to the district dfce or service  Tne collections of information cen
final denial letter An applicants written center that issued the suspension lettefined in this revenue procedure have
appeal must contain a detailed exptanavithin 30 calendar days of the date of thgeen reviewed and approved by the Of
tion, with supporting documentation, ofletter afirming the suspensionThe On- fice of Management and Budget in accor
why the denial should be reversed. Line Filers written appeal must containgance with the Paperwork Reductiaat
.07 The Andover Service Center will, detailed reasons, with supporting decui44 y.s.c. 3507) under control number
upon receipt of a written appeal to the Dimentation, for reversal of the suspensionj545.1513.
rector of Practice, forward to the Director .06 The district ofice or service center  ap agency may not conduct or SpoRsor
of Practice its file on the applicant and thevhose decision to suspend is being agnd a person is not required to respond to,
material described in section 13.06 of thipealed will, upon receipt of a written-ap 4 collection of information unless the €ol
revenue procedureThe service center peal to the Director of Practice, forwardection of information displays a valid
will forward these materials to the Direc its file on the On-Line Filer to the Direc control number
tor of Practice within 15 calendar days ofor of Practice. The district ofice or s&f  The collections of information in this
receipt of the applicarstwritten appeal.  vice center will also forward to the Direc revenue procedure are in sections 4, 5, 8,
.08 Failure to respond within either oftor of Practice the material described ijnd 1 of the revenue procedur@his i
the 30-day periods described in sectionsection 14.05 of this revenue procedur@ermation is required by the IRS to imple
13.03 and 13.06 of this revenue procedurhe district ofice or the service centerment the Form 1040 On-Line Filing Pro
irrevocably terminates an applicatight - will forward these materials within 15 gram and to enable taxpayers to file their
to an administrative review or appeal.  calendar days of the receipt of an On-Lingdividual income tax returns electreni
.09 If an application for participation in Filer's written request for appeal. cally through the Form 1040 On-Line il
the Form 1040 On-Line Flllng Program is .07 Failure to appeal within either Ofing Program_ The information will be
denied, the applicant is ineligible to submithe 30-day periods described in sectiongsed to ensure that taxpayers receive-accu
a new application for two years from the_']_402 and 14.05 of this revenue proceduli%te and essential information regarding
application date of the denied application'irrevocably terminates an On-Line Filer the f|||ng of their return through the Form

SECTION 14.ADMINISTRATIVE right to an appeal. 1040 On-Line Filing Program and to iden
REVIEW PROCESS FOR SECTION 15. EFFECDN OTHER tify the persons involved in the filing 01_‘ a
SUSPENSION FRONTHE EORM DOCUMENTS re-liurn through the Form 1040 O.n'l_lne
1040 ON-LINE FILING PROGRAM Flllqg Program. _The coIIect_|ons of mfor_
Rev Proc. 96-62, 1996—2 C.B. 412, ignation are required to retain the benefit of
.01 An On-Line Filer that has beensyperseded. participating in the Form 1040 On-Line
suspended from participation in the Form Filing Program. The likely respondents
1040 On-Line Filing Program has theSECTION 16. EFFECTIVE DRE are business or other fprofit institutions.
right to an administrative reviewDuring The estimated total annual reporting

the administrative review process, the This revenue procedure idfettive De

k i i 2
> ember 29, 1997. and recordkeeping burden is 5,926

suspension remains infect. hours.

.02 If an On-Line Filer receives a SUSSECT|ON 17. INTERNALREVENUE The estimated annual burden pef re
pension letterthe On-Line Filer may mail ser/ICE OFFICE CONRCT spondent/recordkeeper varies from eight
or deliver within 30 calendar days of the (8) minutes to 455 hours, depending on in

date of the suspension letter detailed  All questions regarding the electroniaividual circumstances, with an estimated
written explanation, with supporting doc filing aspects of the Form 1040 On-Lineaverage of 423 hours (or approximately

December 29, 1997 58 1997-52 |.R.B.



two (2) minutes per on-line electronicallythe 1977 amendment$he base is com 1994” (Pub. L. 103-387) increased the
filed return). The estimated number of-re puted under section 230(b) of thet as it threshold for coverage of a domestic-em

spondents and recordkeepers is 14. read prior to the 1977 amendments. ployees wages paid per employer from
The estimated annual frequency of re The “old-law” contribution and benefit $50 per calendar quarter to $1,000 in-cal
sponses is on occasion. base is used by: endar year 1994The statute holds the

Books or records relating to a collec (a) the Railroad Retirement program t&overage threshold at the $1,000 level for
tion of information must be retained asletermine certain tax liabilities and tier 111995 and then increases the threshold in
long as their contents may become matebenefits payable under that program t§100 increments for years after 1995e
ial in the administration of any internalsupplement the tier | payments whicormula for increasing the threshold is
revenue law Generally tax returns and correspond to basic Social Security ben@rovided in section 3121(x) of the Inter
tax return information are confidential, adits, nal Revenue Code.
required by 26 U.S.C. § 6103. (b) the Pension Benefit Guaranty €or Computation.Under the formula, the
poration to determine the maximumdomestic employee coverage threshold
amount of pension guaranteed under tgmount for 1998 shall be equal to the
Social Security Contribution and Employee Retirement Income Securityt995 amount of $1,000 multiplied by the
Benefit Base Act (as stated in section 230(d) of the Sdatio of the national average wage index

cial SecurityAct), for 199§ to that for 1993. If the amount so

Under authority contained in the Social (c) Social Security to determine a yeafl®€rmined is not a multiple of $100, it
SecurityAct (“the Act”), the Commis  of coverage in computing the special miniShall be rounded to the next lower multi
sioner Social SecurityAdministration, mum benefit, as described earliand ple of $100.
has determined and announced (6R.F  (d) Social Security to determine a year DOMestic Employee Coverage @i
58762, dated October 30, 1997) that thgf coverage (acquired whenever earning%'d Amount.The ratio of the national av
contribution and benefit base for remuequal or exceed 25 percent of the “oldSrde wage index for 1996, $25,913.90,
neration paid in 1998, and self-employlaw” base for this purpose only) in cem SOMPared fo that for 1993, $23,132.67, is
ment income earned in taxable years bguting benefits for persons who are alsy- 1202295 Multiplying the 1995 domes

ginning in 1998 is $68,400. eligible to receive pensions based on enflC Mployee coverage threshold amount
o ployment not covered under section 218 $1.000 by the ratio of 1.1202295 pro
“Old-Law” Contribution and of theAct. duces the amount of $1,120.23, which
Benefit Base must then be rounded to $1,1@@&cord
_ Domestic Employee Coverage ingly, the domestic employee coverage
General.The 1998 “old-law” contribt  Tnyeshold threshold amount is determined to be
tion and benefit base is $50,700his is $1,100 for 1998.

the base that would have beeffeefive General.Section 2 of the “Social Secu
under theAct without the enactment of rity Domestic Employment Reforct of




