
miles with respect to which the advance
was paid are not substantiated within a
reasonable period of time and the em-
ployee does not return the portion of the
allowance that relates to those miles
within a reasonable period of time, the
portion of the allowance that relates to
those miles is subject to withholding and
payment of employment taxes no later
than the first payroll period following the
end of the reasonable period.  See § 1.62–
2(h)(2)(i)(A).

(3) In the case of a mileage al-
lowance that is not computed on the basis
of a fixed amount per mile of travel (e.g.,
a mileage allowance that combines peri-
odic fixed and variable rate payments, but
that does not satisfy the requirements of
section 8 of this revenue procedure), the
payor must compute periodically (no less
frequently than quarterly) the amount, if
any, that exceeds the amount deemed sub-
stantiated under section 9.01(1) of this
revenue procedure by comparing the total
mileage allowance paid for the period to
the applicable standard mileage rate in
section 5.01 of this revenue procedure
multiplied by the number of business
miles substantiated by the employee for
the period.  Any excess is subject to with-
holding and payment of employment
taxes no later than the first payroll period
following the payroll period in which the
excess is computed.  See § 1.62–2(h)-
(2)(i)(B)(4).  

(4) For example, assume an em-
ployer pays its employees a mileage al-

lowance at a rate of 35 cents per mile
(when the business standard mileage rate
is 32.5 cents per mile).  The employer
does not require the return of the portion
of the allowance (2.5 cents) that exceeds
the business standard mileage rate for the
business miles substantiated.  In June, the
employer advances an employee $175 for
500 miles to be traveled during the month.
In July, the employee substantiates to the
employer 400 business miles traveled in
June and returns $35 to the employer for
the 100 business miles not traveled.  The
amount deemed substantiated for the 400
miles traveled is $130 and the employee is
not required to return the remaining $10.
No later than the first payroll period fol-
lowing the payroll period in which the 400
business miles traveled are substantiated,
the employer must withhold and pay em-
ployment taxes on $10.

.02 The portion of a FAVR allowance,
if any, that exceeds the amount deemed
substantiated for those miles under sec-
tion 9.01(2) of this revenue procedure is
subject to withholding and payment of
employment taxes.  See § 1.62–2(h)-
(2)(i)(B).

(1) Any periodic variable rate pay-
ment that relates to miles in excess of the
business miles substantiated by the em-
ployee and that the employee fails to re-
turn within a reasonable period, or any
portion of a periodic fixed payment that
relates to a period during which the em-
ployee is treated as not covered by the
FAVR allowance and that the employee

fails to return within a reasonable period,
is subject to withholding and payment of
employment taxes no later than the first
payroll period following the end of the
reasonable period.  See § 1.62–2(h)-
(2)(i)(A).

(2) Any optional high mileage pay-
ment is subject to withholding and pay-
ment of employment taxes when paid.

SECTION 11. EFFECT ON OTHER
DOCUMENTS

Rev. Proc. 98–63, 1998–52 I.R.B. 25,
as modified by Announcement 99–7,
1999–2 I.R.B. 45, is hereby superseded
for mileage allowances that are paid both
(1) to an employee on or after January 1,
2000, and (2) with respect to transporta-
tion expenses paid or incurred by the em-
ployee on or after January 1, 2000.  Rev.
Proc. 98–63, as modified by Announce-
ment 99–7, is also hereby superseded for
purposes of computing the amount allow-
able as a deduction for transportation ex-
penses paid or incurred on or after Janu-
ary 1, 2000.

DRAFTING INFORMATION

The principal author of this revenue
procedure is Edwin B. Cleverdon of the
Office of Assistant Chief Counsel (In-
come Tax and Accounting).  For further
information regarding this revenue proce-
dure, contact Mr. Cleverdon at (202) 622-
4920 (not a toll-free call).
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SECTION 1. PURPOSE

This revenue procedure provides the
requirements of the Form 941 e-file Pro-
gram, which combines the Form 941
Electronic Filing (ELF) Program with an
on-line filing program that allows a tax-
payer to electronically file a Form 941,
Employer’s Quarterly Federal Tax Re-
turn, using a personal computer, modem,
and commercial tax preparation software.
The technical specifications for filing
Form 941 electronically are published
separately in Publication 1855, Technical
Specifications Guide for the Electronic
Filing System of Form 941, Employer’s
Quarterly Federal Tax Return.  This rev-
enue procedure amplifies, clarifies, modi-
fies, and supersedes Rev. Proc. 97–47,
1997–2 C.B. 510.

SECTION 2. BACKGROUND AND
CHANGES

.01 Section 6011(a) of the Internal Rev-
enue Code provides that any person liable
for any tax imposed by this title, or for the
collection thereof, must make a return or
statement according to the forms and reg-
ulations prescribed by the Secretary.
Every person required to make a return or
statement must include therein the infor-
mation required by such forms or regula-
tions.

.02 Section 31.6011(a)–4 of the Em-
ployment Tax Regulations provides in
general that every person required to
make a return of income tax withheld
from wages pursuant to § 3402 must
make a return for the first calendar quarter
in which the person is required to deduct
and withhold such tax and for each subse-
quent calendar quarter until the person
has filed a final return.  Except as other-
wise provided, Form 941 is the form pre-
scribed for making the return.

.03 Section 31.6011(a)–7 provides that
each return, together with any prescribed
copies or supporting data, must be filled

in and disposed of in accordance with the
forms, instructions, and regulations ap-
plicable thereto.  The return may be made
by an  agent in the name of the person re-
quired to make the return if an acceptable
power of attorney is filed with the Internal
Revenue Service office with which such
person is required to file returns and if
such a return includes all taxes required to
be reported by such person on such re-
turn.  Form 8655, Reporting Agent Autho-
rization for Magnetic Tape/Electronic Fil-
ers, is an acceptable power of attorney, if
prepared in accordance with the require-
ments set forth in Rev. Proc. 96–17,
1996–1 C.B. 633, as modified by section
21.02 of this revenue procedure.

.04 Section 31.6061–1 provides that the
return may be signed for the taxpayer by
an agent that is fully authorized in accor-
dance with § 31.6011(a)–7 to make such
return.  An Agent may sign the Form 941
on behalf of a taxpayer that has a valid
Form 8655 on file with the Service.   

.05 Section 301.6061–1 of the Regula-
tions on Procedure and Administration
provides that the Secretary may prescribe
in forms, instructions, or other appropri-
ate guidance the method for signing any
return, statement, or other document re-
quired to be made under any provision of
the internal revenue laws or regulations.
The Service has prescribed in the elec-
tronic filing instructions to Form 941 that
an electronically filed Form 941 is signed
by the entry of the Authorized Signatory’s
Personal Identification Number (“PIN”).  

.06 Section 31.6071(a)–1 generally
provides that each return required to be
made under § 31.6011(a)–1 for taxes im-
posed by the Federal Insurance Contribu-
tions Act, or required to be made under 
§ 31.6011(a)–4 for withheld income
taxes, must be filed on or before the last
day of the first calendar month following
the period for which it is made.  However,
under § 31.6071(a)–1, a return may be
filed on or before the 10th day of the sec-

ond calendar month following such pe-
riod if timely deposits under § 6302(c)
and the regulations thereunder have been
made in full payment of such taxes due
for the period.

.07 Procedures for the magnetic filing
of Form 941 are in Rev. Proc. 96–18,
1996–1 C.B. 637, and the specifications
are in Publication 1264.  For further infor-
mation, see Publication 1264, File Speci-
fications, Process Criteria, and Record
Layouts for Magnetic Tape Filing of
Form 941, Employer’s Quarterly Federal
Tax Return.  

.08 This revenue procedure updates
Rev. Proc. 97–47.  The updates include
changes in the Form 941 e-file Program
and additional guidance derived from
other Service documents that relate to the
Form 941 e-file Program.  Some of the
updates are: 

(1) returns for any quarter in the pre-
vious year can be filed electronically (sec-
tion 3);

(2) On-Line Filers, who prepare and
file Forms 941 on-line using their per-
sonal computer, modem, and commercial
tax preparation software, have been added
to the Form 941 e-file Program (section
4.05); 

(3) the signature provisions for an
electronically filed Form 941 have been
modified to allow On-Line Filers to use a
PIN as an electronic signature alternative
to sign electronic Forms 941 for the Form
941 e-file Program (sections 4.01 and
6.05);

(4) the definition of an Electronic
Filer has been expanded to include a
Transmitter (Section 4.02);

(5) the limitations on balance due re-
turns in section 3.03 of Rev. Proc. 97–47
have been eliminated; and

(6) the restriction in sections 5.03
and 23.02 of Rev. Proc. 97–47 on Report-
ing Agents filing fewer than ten returns
has been eliminated.



SECTION 3. SCOPE

The Form 941 e-file Program accepts
electronically filed Forms 941 that are
current returns, late returns for the current
year, and returns for any quarter in the
previous year.  The Form 941 e-file Pro-
gram will not accept the electronic filing
of amended returns, corrected returns, or
returns containing attachments other than
Schedule B.   A violation of these restric-
tions will cause a Processing Interruption
(as defined in section 4.07 of this revenue
procedure).

SECTION 4. DEFINITIONS

.01 Authorized Signatory. The Autho-
rized Signatory is the person who is au-
thorized to use the PIN to sign returns
filed by or through an Electronic Filer
under the Form 941 e-fileProgram or dur-
ing software development testing.

.02 Electronic Filer. An Electronic
Filer may be a: 

(1) Reporting Agent.A Reporting
Agent (“Agent”) is an accounting service,
franchiser, bank, or other person that
complies with Rev. Proc. 96–17, as modi-
fied by section 21.02 of this revenue pro-
cedure, and is authorized to prepare and
electronically file a Form 941 for a tax-
payer;

(2) Software Developer.A Software
Developer develops software for the pur-
poses of (a) formatting returns according
to the Service’s electronic return specifi-
cations in Publication 1855; and/or (b)
transmitting electronic returns directly to
the Service.  A Software Developer may
also sell its software; or

(3) Transmitter. A Transmitter is a
firm, organization, or individual that re-
ceives returns and Letters of Application
electronically from its clients, reformats
the data (if necessary), batches them with
returns or electronic Letters of Applica-
tion from other clients, and then transmits
the data to the Service.  A Transmitter
does not have signature authority for the
taxpayers that it services. 

.03 Electronic Filing Help Desk.The
Electronic Filing Help Desk (“e-file Help
Desk”) is responsible for the administra-
tion of the Form 941 e-file Program.  See
section 20 of this revenue procedure for
the address, telephone number, and web
site of the e-fileHelp Desk.      

.04 Letter of Application. A Letter of
Application (“LOA”) is a paper or elec-
tronic request to participate in the Form
941 e-fileProgram that is submitted to the
Service by a prospective Electronic Filer
or On-Line Filer.

.05 On-Line Filer. An On-Line Filer is
a taxpayer that electronically files a Form
941 through a Transmitter using a per-
sonal computer, modem, and commercial
tax preparation software.

.06 Personal Identification Number.A
Personal Identification Number (“PIN”)
is a number assigned by the Service to the
Authorized Signatory for purposes of
signing an electronically filed Form 941.  

.07 Processing Interruption.A “Pro-
cessing Interruption” is an abnormal ter-
mination of a program run caused by the
electronic data submitted by an Electronic
Filer.  

.08 Reporting Agent Authorization. A
Reporting Agent Authorization (“Autho-
rization”) allows a taxpayer to designate
an Agent.  The Authorization may be sub-
mitted on Form 8655, or any other instru-
ment that complies with Rev. Proc. 96–
17, as modified by section 21.02 of this
revenue procedure.  An Authorization
must be submitted for each taxpayer on
the Reporting Agent’s List.

.09 Reporting Agent’s List. For pur-
poses of the Form 941 e-file Program, a
Reporting Agent’s List (“Agent’s List”)
identifies all taxpayers for whom an
Agent will file Forms 941 electronically.
A separate Authorization must be submit-
ted for each taxpayer on the Agent’s List.
The Agent’s List must contain each tax-
payer’s employer identification number
(“EIN”).

.10 User identification/password.The
user identification/password (“userid/
password”) consists of an identification
number (userid) issued by the Service and
a confidential set of characters (password)
that, when used in conjunction with each
other, permit an Electronic Filer access to
the Form 941 e-fileProgram.

.11 Validated Reporting Agent’s List.  A
Validated Reporting Agent’s List (“Vali-
dated Agent’s List”) is the source of the
EIN and name control to be used as an
identification of each taxpayer by an
Electronic Filer that is an Agent.  A Vali-
dated Agent’s List is a list of taxpayers
and their EINs prepared by an Agent that

is confirmed and assigned name controls
by the Service.  Once the Service returns
a Validated Agent’s List, the Agent must
use it to fill in certain required fields (for
example, the name control field) of the
electronic transmission.  See Publication
1855.

SECTION 5. APPLICATION FOR THE
FORM 941e-filePROGRAM

.01 A prospective Electronic Filer must
first submit an LOA to the Service to par-
ticipate in the Form 941 e-file Program.
See Publication 1855 for a sample LOA
and the application procedures. 

.02 A prospective On-Line Filer must
submit an electronic LOA through a
Transmitter to participate in the Form 941
e-file Program.  The Transmitter is re-
quired to batch and bundle the electronic
LOA files, and then transmit those files to
the Service.  The Transmitter is required
to send an acknowledgment to the On-
Line Filer to verify that the electronic
LOA was transmitted successfully to the
Service.  The LOA is provided in the
commercial tax preparation software used
by the On-Line Filer in order to partici-
pate in the Form 941 e-fileProgram. 

.03 In addition to the LOA, an Agent
must also include an Agent’s List, provid-
ing the names of all taxpayers for which it
will file returns.  Each name on the
Agent’s List must be accompanied by an
Authorization made on Form 8655, ex-
cept as provided in section 5.04 of this
revenue procedure.  See Rev. Proc. 96–
17, as modified by section 21.02 of this
revenue procedure, for general instruc-
tions on preparing Form 8655.  See Publi-
cation 1855 for instructions on adding
names to, or deleting names from, the
Agent’s List.  

.04 A revised Authorization is not re-
quired to replace an Authorization made
on Form 8655 with a revision date before
October 1995 (or its equivalent) that was
previously submitted to the Service by an
Agent, provided that the Authorization
places no restriction on the medium for
filing Form 941, and the Agent:

(1) advises its client that its Forms
941 may be filed electronically, and pro-
vides the client with the option of reject-
ing electronic filing as the medium for fil-
ing its Forms 941.  An Agent may use the
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most efficient and timely method of
clearly providing this notification to a
client.  A client’s rejection of electronic
filing for its Forms 941 must be submitted
in writing to the Agent; and

(2) immediately removes any client
from its electronic filing client base that
rejects having its Forms 941 filed elec-
tronically.  

SECTION 6. ACCEPTANCE IN THE
FORM 941 e-filePROGRAM

.01 A prospective Electronic Filer or
On-Line Filer will receive an acceptance
or rejection regarding their LOA for the
Form 941 e-file Program within 45 days
of the Service’s receipt of their completed
LOA.

.02 An Electronic Filer that is accepted
in the Form 941 e-file Program will be re-
quired to submit a successful test transmis-
sion before being granted approval to file
tax returns.  Details regarding test require-
ments may be found in Publication 1855.

.03 After evaluating the test file, the
Service will notify an Electronic Filer in
writing of approval or denial of electronic
filing privileges.  An approval remains in
effect unless the Electronic Filer:

(1) that is an Agent fails to comply
with the Authorization requirements of
sections 5.03 and 5.04 of this revenue
procedure; 

(2) that is a Software Developer fails
to comply with the requirements of sec-
tion 9.04 of this revenue procedure;

(3) that is a Transmitter fails to com-
ply with the requirements of section 9.03
of this revenue procedure; or

(4) is suspended from the Form 941
e-fileProgram.  See section 15 of this rev-
enue procedure for the effect of a suspen-
sion.

.04 The acceptance by the Service of a
Software Developer as an Electronic
Filer:

(1) establishes only that the test elec-
tronic transmission(s) are formatted prop-
erly and may be processed by the Service;

(2) is not an endorsement by the Ser-
vice of the software or the quality of ser-
vices provided by the Software Devel-
oper; and

(3) does not entitle the Software De-
veloper to electronically file Forms 941
unless the Software Developer is also ac-
cepted in the Form 941 e-file Program as
an Agent or Transmitter.

.05 If an LOA is approved, the Service
will send the following:

(1) for an Electronic Filer, a notifica-
tion of approval that will contain the
userid/password, and information and pro-
cedures regarding signing onto the system
for filing electronic Forms 941; and

(2) for an Authorized Signatory, a
PIN that may be used only by the Autho-
rized Signatory named in the LOA. 

.06 Upon receipt of the document(s)
referenced in section 6.05 of this revenue
procedure, the Electronic Filer must re-
turn the following documents to the Ser-
vice:

(1) an acknowledgment signed by
each employee recipient of the userid/
password indicating possession of, and
responsibility for, the userid/password;
and

(2) where applicable, an acknowl-
edgment signed by the Authorized Signa-
tory indicating possession of, and respon-
sibility for, the proper use of the PIN for
signing tax returns (pursuant to 
§ 301.6061–1) filed in the Form 941 e-file
Program.
See Publication 1855 for a sample userid/
password and PIN receipt.

.07 Upon receipt of the PIN referenced
in section 6.05(2) of this revenue proce-
dure, the On-Line Filer must return an ac-
knowledgment signed by the Authorized
Signatory indicating possession of, and re-
sponsibility for, the proper use of the PIN
for signing tax returns (pursuant to 
§ 301.6061–1) filed in the Form 941 e-file
Program. 

.08 The Service will activate the
userid/password and the PIN upon receiv-
ing the Electronic Filer’s or On-Line
Filer’s acknowledgments referenced in
sections 6.06 and 6.07 of this revenue
procedure.

.09 If a prospective Electronic Filer
that is an Agent is denied, or does not re-
ceive, approval to participate in the Form
941 e-file Program before the end of the
tax quarter for which the Forms 941 will
be filed, the Agent should file the returns
on paper Forms 941 (or on magnetic tape
if the Agent meets the requirements of
Rev. Proc. 96–18).

SECTION 7. ELECTRONIC FILING OF
FORM 941 

.01 An Electronic Filer that is an Agent
must ensure that a current electronic Form

941 is filed on or before the due date of
the return.  The due dates prescribed for
filing paper Forms 941 with the Service
also apply to returns filed under the Form
941 e-fileProgram.  Forms 941 are due on
or before the last day of the first calendar
month following the period for which the
return is made.  However, a return for
which all tax deposits were made when
due for the quarter may be filed by the
10th day of the month following the due
date.

.02 An Electronic Filer that is a Trans-
mitter must ensure that an electronic
Form 941 is transmitted to the Service by
the later of: (1) three days after receipt of
the return; or (2) the due date of the return
without regard to extensions.

.03 An electronically filed Form 941 is
not considered filed until it has been ac-
knowledged as accepted for processing by
the Service.  If an electronically filed
Form 941 is transmitted to the Service on
or before the return due date, the return
will be deemed timely filed.  If an elec-
tronically filed Form 941 is initially trans-
mitted to the Service on or before the re-
turn due date and is ultimately rejected,
but the Electronic Filer complies with
section 7.04 or 7.05 of this revenue proce-
dure, as appropriate, and the On-Line
Filer complies with section 7.06 of this
revenue procedure, the return will be
deemed timely filed.

.04 An electronic transmission that
causes a Processing Interruption may not
be accepted.  An Electronic Filer that is an
Agent will be asked to resubmit the re-
turn(s).  If the electronic transmission is
acknowledged as rejected by the Service,
the Agent should correct the error(s) and
retransmit the return(s) on the same calen-
dar day.  If the Agent chooses not to have
the previously rejected return retransmit-
ted, or if the return still cannot be accepted
for processing, a paper Form 941 (or a
Form 941 on magnetic tape if the Elec-
tronic Filer meets the requirements of Rev.
Proc. 96–18) must be filed by the later of:
(1) the due date of the return; or (2) within
five calendar days of the rejection or no-
tice that the return cannot be retransmit-
ted, with an explanation of why the return
is being filed after the due date.  For the
penalty for failure to file a timely return,
see section 17 of this revenue procedure.

.05 If a Processing Interruption occurs
with an Electronic Filer that is a Transmit-
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ter, and the Transmitter cannot promptly
correct any transmission error that causes
an electronic transmission to be rejected,
then the Transmitter, within 24 hours of
receiving the rejection, must take reason-
able steps to inform the On-Line Filer that
the return has not been filed.  When the
Transmitter advises the On-Line Filer that
the return has not been filed, the Trans-
mitter must provide the On-Line Filer
with the reject code(s), an explanation of
the reject code(s), and the sequence num-
ber of each reject code(s).  See Publica-
tion 1855 for an explanation of the reject
codes.

.06 If the On-Line Filer chooses not to
have the electronic portion of the return
corrected and transmitted to the Service,
or if the electronic portion of the return
cannot be accepted for processing by the
Service, the On-Line Filer must file a
paper Form 941 by the later of: (1) the
due date of the return; or (2) within five
calendar days of the rejection or notice
that the return cannot be retransmitted,
with an explanation of why the return is
being filed after the due date.  For the
penalty for failure to file a timely return,
see section 17 of this revenue procedure.

SECTION 8. ADJUSTMENTS TO
FORM 941

Forms 941 filed under the Form 941 e-
file Program must not contain adjustments
other than adjustments resulting from
rounding fractions of cents or from third-
party sick pay for which an employer is
not responsible.  Returns with other ad-
justments must be filed on magnetic tape
or on paper. 

SECTION 9. RESPONSIBILITIES OF
PARTICIPANTS IN FORM 941 e-file
PROGRAM

.01 To ensure that complete returns are
accurately and efficiently filed, Electronic
Filers must comply with the technical
specifications detailed in Publication
1855.

.02 An Electronic Filer or On-Line
Filer must comply with the following ap-
plicable userid/password and PIN require-
ments:

(1) if an Electronic Filer suspects
that the confidentiality of the userid/pass-
word has been compromised, the Elec-
tronic Filer must contact the e-file Help
Desk within 24 hours for instructions on

how to proceed.  See section 20 of this
revenue procedure for Service contact in-
formation;

(2) the Electronic Filer or On-Line
Filer is responsible for ensuring that the
PIN remains the confidential information
of the Authorized Signatory.  If the Elec-
tronic Filer or On-Line Filer suspects that
the confidentiality of the PIN has been
compromised, the Electronic Filer or On-
Line Filer must contact the e-file Help
Desk within 24 hours for instructions on
how to proceed.  See section 20 of this
revenue procedure for Service contact in-
formation;

(3) if the Authorized Signatory
changes, the Electronic Filer or On-Line
Filer must notify the Service of the name
and title of the new Authorized Signatory
for the electronically filed Form 941 and
apply for a new PIN no later than 15 days
before the filing of another return.  After
this notification, the Service will deacti-
vate the current PIN and issue a new PIN
to the new Authorized Signatory.  The
new Authorized Signatory must submit a
PIN receipt as specified in section 6.06 or
6.07 of this revenue procedure in order to
activate the new PIN; and

(4) the Authorized Signatory must
manually enter the PIN signature for each
transmission of electronically filed Forms
941.

.03 An Electronic Filer that is a Trans-
mitter must:

(1) retrieve the acknowledgment file
(in which the Service states whether it ac-
cepts or rejects the electronic portion of a
taxpayer’s return for processing) within
two work days of transmission; 

(2) match the acknowledgment file
to the original transmission file and send
to the On-Line Filer either

(a) an acceptance notice within
two days of retrieving the acknowledg-
ment file; or

(b) a rejection notice within 24
hours of retrieving the acknowledgment
file;

(3) immediately contact the appro-
priate service center for further instruc-
tions if an acknowledgment of acceptance
for processing has not been received by
the Transmitter within two work days of
transmission or if a Transmitter receives
an acknowledgment for a return that was
not transmitted on the designated trans-
mission;

(4) promptly correct any transmis-
sion error that causes an electronic trans-
mission to be rejected; and

(5) ensure the security of all trans-
mitted data.

.04 An Electronic Filer that is a Soft-
ware Developer must:

(1) promptly correct any software
error that may cause, or causes, an elec-
tronic return to be rejected;

(2) promptly distribute any such
software correction;

(3) ensure that any software package
that will be used to transmit returns from
multiple Electronic Filers that are Agents
has the capability of combining these re-
turns into one Service transmission file;
and

(4) not incorporate into its software a
Service assigned PIN.

SECTION 10.  ALTERNATIVE FILING
PROCEDURES

.01 Procedures for the filing of Form
941 on magnetic tape are in Rev. Proc.
96-18 and the specifications are in Publi-
cation 1264.

.02 An Electronic Filer that is an Agent
may use a Form 941 e-file Program Au-
thorization to file a paper Form 941 under
the following circumstances:

(1) the late receipt of payroll infor-
mation from a taxpayer that would jeopar-
dize the timely submission of the tax-
payer’s return;

(2) the amendment of returns filed
under the Form 941 e-fileProgram;

(3) the rejection of an electronic
transmission that would jeopardize the
timely submission of the taxpayer’s return; 

(4) an authorization by the Service
for an Agent to file paper Forms 941 in-
stead of electronically filed Forms 941; or

(5) the suspension of an Agent from
the Form 941 e-file Program as provided
in section 15.02(3) of this revenue proce-
dure.

.03 An Agent may prepare a paper
Form 941 for the taxpayer’s signature.  A
taxpayer’s authorized representative that
is not an Agent participating in the Form
941 e-file Program (including a sus-
pended Agent) must have a valid power of
attorney (usually a Form 2848, Power of
Attorney and Declaration of Representa-
tive) that authorizes the representative to
sign and file a paper Form 941 on behalf
of a taxpayer.
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.04 Each paper Form 941 must be
signed by the taxpayer, the taxpayer’s au-
thorized representative, or a participating
Agent to the extent permitted under sec-
tion 10.02 of this revenue procedure.

SECTION 11.  REVISION OF
COMPUTER SPECIFICATIONS BY
THE SERVICE

.01 If Publication 1855 is revised, the
Service, if necessary, will advise all cur-
rent Electronic Filers to submit test files
prior to filing under the new specifica-
tions.  Failure to submit a test file may
later result in a Processing Interruption,
which may result in a notice of suspen-
sion.  See section 13 of this revenue pro-
cedure concerning the reasons for suspen-
sion of electronic filing privileges.

.02 If an Electronic Filer is unable to
comply with the changes in specifications,
the Electronic Filer must contact the e-file
Help Desk for further instructions.

SECTION 12.  ADVERTISING
STANDARDS 

.01 An Electronic Filer must:
(1) comply with the advertising and

solicitation provisions of 31 C.F.R. Part
10 (Treasury Department Circular No.
230).  This circular prohibits the use or
participation in the use of any form of
public communication containing a false,
fraudulent, misleading, deceptive, unduly
influencing, coercive, or unfair statement
or claim.  In addition, advertising must
not imply a special relationship with the
Service, Financial Management Service
(“FMS”), or the Treasury Department;

(2) adhere to all relevant federal,
state, and local consumer protection laws;

(3) not use the Service’s name, “In-
ternal Revenue Service” or “IRS”, within
a firm’s name;

(4) not use improper or misleading
advertising in relation to the Form 941
e-fileProgram;

(5) not carry the Service, FMS, or
other Treasury Seals on its advertising
material;

(6) clearly state the names of all co-
operating parties if advertising for a coop-
erative electronic return filing project
(public/private sector);

(7) pre-record any radio or television
advertisement and keep a copy of this ad-

vertisement for a period of at least 36
months from the date of the last transmis-
sion or use; and

(8) retain a copy of any actual direct
mailing or fax communications, along
with a list or other description of persons
to whom the communication was mailed,
faxed, or otherwise distributed for a pe-
riod of at least 36 months from the date of
the last mailing, fax, or distribution.

.02 Acceptance to participate in the
Form 941 e-file Program does not imply
endorsement by the Service, FMS, or the
Treasury Department of the software or
quality of services provided.

SECTION 13.  REASONS FOR
SUSPENSION 

.01 The Service reserves the right to
suspend an Electronic Filer from the
Form 941 e-fileProgram for the following
reasons (this list is not all-inclusive): 

(1) submitting tax returns for which
the Service did not receive Authoriza-
tions;

(2) repeatedly submitting tax returns
that cause a Processing Interruption;

(3) submitting tax returns that cause
a Processing Interruption after failing to
submit the test file required by section
6.02 of this revenue procedure; 

(4) failing to comply with the respon-
sibilities of an Electronic Filer set forth in
section 9 of this revenue procedure;

(5) failing to abide by the advertising
standards in section 12 of this revenue
procedure; or

(6) significant complaints about an
Electronic Filer ’s performance in the
Form 941 e-fileProgram.

.02 If the Electronic Filing Coordinator
informs an Electronic Filer that a certain
action is a reason for suspension and the
action continues, the service center direc-
tor may send the Electronic Filer a notice
proposing suspension of the Electronic
Filer.  However, a notice proposing sus-
pension may be sent without a warning if
the Electronic Filer’s action indicates an
intentional disregard of rules.  A notice
proposing suspension will describe the
reason(s) for the proposed suspension,
and indicate the length of the suspension
and the conditions that need to be met be-
fore the suspension will terminate. 

.03 An Electronic Filer that is an Agent
or Transmitter has an obligation to notify

its Form 941 e-file Program clients when
that Agent or Transmitter is suspended
from filing under the Form 941 e-filePro-
gram as provided in sections 15.02(4) and
15.03 of this revenue procedure.  The Ser-
vice reserves the right to extend the pe-
riod of suspension of any Agent or Trans-
mitter that fails to comply with this
requirement. 

SECTION 14.  ADMINISTRATIVE
REVIEW PROCESS FOR PROPOSED
SUSPENSION 

.01 An Electronic Filer that receives a
notice proposing suspension may request
an administrative review prior to the pro-
posed suspension taking effect.

.02 The request for an administrative
review must be in writing and contain de-
tailed reasons, with supporting documen-
tation, for withdrawal of the proposed
suspension.

.03 The written request for an adminis-
trative review and a copy of the notice
proposing suspension must be delivered
to the Electronic Filing Coordinator
within 30 calendar days of the date on the
notice proposing suspension.  The Elec-
tronic Filing Coordinator will forward the
written request to the National Program
Analyst for Electronic Filing of Business
Returns (“National Coordinator”) if the
service center director continues to be-
lieve that suspension is warranted. 

.04 After consideration of the written
request for an administrative review, the
National Coordinator will either issue a
suspension letter or notify the Electronic
Filer in writing that the proposed suspen-
sion is withdrawn.

.05 If an Electronic Filer receives a sus-
pension letter, the Electronic Filing Coor-
dinator’s subsequent determination of
whether a reason for suspension has been
corrected is not subject to review or ap-
peal.

.06 If an Electronic Filer does not
timely submit a written request for an ad-
ministrative review, the service center di-
rector will issue a suspension letter.

.07 Failure to submit a written request
for an administrative review within the
30-day period described in section 14.03
of this revenue procedure irrevocably ter-
minates the Electronic Filer’s right to an
administrative review of the proposed
suspension.
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SECTION 15.  EFFECT OF
SUSPENSION

.01 An Electronic Filer’s suspension
will continue for the length of time speci-
fied in the suspension letter, or until the
conditions for terminating the suspension
have been met, whichever is later.

.02 In the case of an Electronic Filer
that is an Agent, the following additional
rules apply:

(1) if a Form 941 is due (without re-
gard to extensions) within 60 days from
the date on the suspension letter, the
Agent may file the Form 941 under the
Form 941 e-fileProgram;

(2) if a Form 941 is due (without re-
gard to extensions) more than 60 days
from the date on the suspension letter, the
Agent may not file the Form 941 under
the Form 941e-fileProgram;

(3) if a suspended Agent has a power
of attorney from a taxpayer that autho-
rizes the Agent to sign and file Form 941,
the suspended Agent will be able to sign
and file a paper Form 941 for the tax-
payer.  See section 10.03 of this revenue
procedure.  Form 8655 does not authorize
the filing of paper Forms 941 outside of
the Form 941 e-fileProgram; and

(4) an Agent must provide written
notification of a suspension to a taxpayer
at least 45 days before the due date of the
taxpayer’s first return affected by the sus-
pension.  This notification must be pro-
vided even though the Agent may believe
that the Agent will be able to meet the
conditions for terminating the suspension
before the due date.  

.03 A Transmitter that receives a sus-
pension letter from the Service may not
accept any further LOAs from prospec-
tive On-Line Filers that want to partici-
pate in the Form 941 e-file Program and
must immediately inform current On-Line
Filers of its inability to transmit Forms
941 during its suspension

.04 An Electronic Filer will be able to
participate in the Form 941 e-fileProgram
from which the Electronic Filer was sus-
pended, without reapplying to the Form
941 e-fileProgram, after:

(1) the stated suspension period ex-
pires; and

(2) the reason(s) for suspension is
corrected.

SECTION 16.  APPEAL OF
SUSPENSION

.01 If an Electronic Filer receives a sus-
pension letter from the National Coordi-
nator, the Electronic Filer is entitled to ap-
peal, by written protest, to the National
Director of Appeals.  The written protest
must be sent to the National Coordinator,
who will forward it to the National Direc-
tor of Appeals.  During the appeals
process, the suspension remains in effect.

.02 The written protest must be re-
ceived by the National Coordinator within
30 calendar days of the date of the sus-
pension letter.  The written protest must
contain detailed reasons, with supporting
documentation, for termination of the sus-
pension.

.03 Within 15 calendar days of receipt
of a written protest, the National Coordi-
nator will forward the file on the Elec-
tronic Filer and the material described in
section 16.02 of this revenue procedure to
the National Director of Appeals.

.04 Failure to appeal within the 30-day
period described in section 16.02 of this
revenue procedure irrevocably terminates
the Electronic Filer’s right to appeal the
suspension.

SECTION 17.  PENALTY FOR
FAILURE TO TIMELY FILE A
RETURN

Section 6651(a)(1) provides that for
each month (or part thereof) a return is not
filed when required (determined with re-
gard to any extensions of time for filing),
there is a penalty of 5 percent of the un-
paid tax not to exceed 25 percent, absent
reasonable cause.  A taxpayer does not es-
tablish reasonable cause simply by engag-
ing a competent Electronic Filer to file the
taxpayer’s return.  However, if the Elec-
tronic Filer has reasonable cause under 
§ 6651(a) for failing to timely file the tax-
payer’s return, the taxpayer will also have
reasonable cause for that failure, and the
failure-to-file penalty will be abated.

SECTION 18.  FILING FORMS W-4
WITH THE INTERNAL REVENUE
SERVICE

.01 An employer is required to send to
the Service by the due date of the quar-

terly return copies of all Forms W-4, Em-
ployee’s Withholding Allowance Certifi-
cates, received during the quarter from
any employee still employed at the end of
the quarter who claims:

(1) more than 10 withholding ex-
emptions; or

(2) exemption from withholding and
is expected to earn more than $200 per
week.
Employers should not send other Forms
W-4 unless notified by the Service in
writing to do so.

.02 If an employer’s Form 941 is filed
under the Form 941 e-file Program,
copies of required paper Forms W-4 along
with a cover letter providing the em-
ployer’s name, address, EIN, and the
number of Forms W-4 included, must be
sent to the service center that would have
received the employer’s paper Form 941.
See Publication 15, Circular E, Em-
ployer’s Tax Guide, for more information
on sending Forms W-4 to the Service.

.03 Required Forms W-4 information
may also be filed on magnetic media (51⁄4-
inch diskettes, 31⁄2-inch diskettes, or mag-
netic tape).  For more information con-
cerning magnetic media filing of Forms
W-4, see Publication 1245, Specifications
for Filing Form W-4, Employee’s With-
holding Allowance Certificate, on Mag-
netic Tape, and 51⁄4 and 31⁄2-Inch Magnetic
Diskettes. 

SECTION 19.  FILING FORMS W-2
(COPY A) WITH THE SOCIAL
SECURITY ADMINISTRATION

Forms W-2 (Copy A), Wage and Tax
Statements, must be filed directly with the
Social Security Administration on mag-
netic media or paper.  For information on
magnetic media reporting of Form W-2
(Copy A), contact the Social Security Ad-
ministration’s Regional Magnetic Media
Coordinators. 

SECTION 20.  INTERNAL REVENUE
SERVICE CONTACT

Unless otherwise instructed, all ques-
tions regarding this revenue procedure
should be directed to the e-file Help Desk
at the following address, telephone num-
ber, or web site:
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Address:
Internal Revenue Service
Austin Service Center
Electronic Filing Help Desk
P.O. Box 1231
Stop 6380 AUSC
Austin, TX 78767
Attention: Electronic Filing

Telephone Number:
(512) 460-8900 (not a toll-free num-
ber)

Web site for Help Desk:
www.irs.gov/prod/elec_svs/

Web site for Publications:
www.irs.gov

SECTION 21.  EFFECT ON OTHER
DOCUMENTS

.01 Rev. Proc. 97–47 is amplified, clar-
ified, modified, and superseded.  

.02 Section 6.05 of Rev. Proc. 96–17,
1996–1 C.B. 633, is modified to provide
the same relief as set forth in section 5.04
of this revenue procedure (regarding an
Agent not having to replace a previously
submitted Authorization under certain cir-
cumstances).

SECTION 22.  EFFECTIVE DATE

This revenue procedure is effective for
returns due after October 7, 1999 (without
regard to extensions).

SECTION 23.  PAPERWORK
REDUCTION ACT

The collections of information con-
tained in this revenue procedure have
been reviewed and approved by the Of-
fice of Management and Budget in accor-
dance with the Paperwork Reduction Act
(44 U.S.C. 3507) under control number
1545–1557.

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

The collections of information in this
revenue procedure are in sections 5, 6, 7,
9, 11, and 12.  This information is re-
quired by the Service to implement the
Form 941 e-file Program and to enable
taxpayers to file their Forms 941 electron-
ically.  The information will be used to
ensure that taxpayers receive accurate and
essential information regarding the filing
of their electronic returns and to identify

persons involved in the filing of elec-
tronic returns.  The collections of infor-
mation are required to retain the benefit of
participating in the Form 941 e-file Pro-
gram.  The likely respondents are busi-
ness or other for-profit institutions; fed-
eral, state or local governments; nonprofit
institutions; and small businesses or orga-
nizations. 

The estimated total annual reporting
and recordkeeping burden is 238,863
hours.

The estimated annual burden per re-
spondent/recordkeeper varies from 10
minutes to 5 hours, depending on individ-
ual circumstances, with an estimated av-
erage of 37 minutes.  The estimated num-
ber of respondents and recordkeepers is
390,200.

The estimated annual frequency of re-
sponses is on occasion.

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