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thSECTION 1. PURPOSE

~ .01 This revenue procedure modifies
and supersedes Rev. Proc. 84-7
1984-2 C.B. 753. This revenue proce
dure explains both the standard proce
dure and an alternate procedure fo
preparing and filing Form W-2, Wage
and Tax Statement; Form W-3, Trans
mittal of Income and Tax Statements
Form 941, Employer’s Quarterly Federa
edTax Return; Form W-4, Employee’s
inWithholding Allowance Certificate; and
tedorm W-5, Earned Income Credit Ad-
3gyance Payment Certificate in certair
th&cquisitions. This revenue procedure af
mplles when an employer (successor) ac
quires substantially all the property (1)
used in a trade or business of anothe
employer (predecessor), or (2) used in
separate unit of a trade or business of
predecessor, and in connection with, ¢
. immediately after the acquisition (but
during the same calendar year) the sut
cessor employs individuals who immedi-
ately prior to the acquisition were em-
ployed in the trade or business of the
d predecessor. (The term “trade or busi
Wuess,” for purposes of this revenue
linprocedure, may include the activity of ¢
nonprofit organization or of a federal or
o state agency.)
or .02 This revenue procedure does nc
)9Apply to the situation described in Rev
paRul. 62-60, 1962-1 C.B. 186, which
taxelates to the absorption of one corpore



tion by another in a statutory merger offirst calendar month following the quar-erty and hiring of employees from the

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

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

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

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

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

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

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

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

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

08 Section 31.6071(a)—1(a)(3)(ii)der the circumstances described in sec-

.01 Section 6011(a) of the Internal g7tion 1.01, the predecessor is required to

e bl forp any tax. of ]}(’)rp thsan employer who is required to file afile a final Form 941, the predecessor

collection of the tax, must make a returrfin@l Form 941 must file Forms W-2 mustl furnish Forms W-2 to its f(_)rmeL

or statement according to the forms ofnd W-3 on or before the last day of2™P oy?/sszon and expedited bba;ss. ;I;] ©

regulations prescribed by the Secretarfhe second calendar month following t_hé;g{énsre Treda:‘gr fl-ﬁ] oThgrf.nglo'r:%rme
02 Section 31.6011(a)-1 of the EmPeriod for which the final Form 941 is qui ling !

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

required to make a quarterly returnvides that an employer may establish & .o = w50 hich the final Form
under the Federal Insurance ContribuSystem for its employees to file Formg,; i 1oquired to be filed. The prede-

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

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

.04 Section 31.6011(a)-6 providesprocedure, the predecessor performs alvhich the final Form 941 is required to
that an employer who ceases to payhe reporting duties for the wages ande filed.
wages reportable on Form 941 shall fileother compensation it pays. These duties .03 Forms W-4. The predecessor
a final Form 941. include the filing of quarterly Forms must keep on file the Forms W-4
.05 Section 31.6071(a)-1 provide941l and the furnishing and filing of provided by its former employees. The
that the Form 941 generally must be~orms W-2 and W-3. In connectiontransferred employees must provide the
filed on or before the last day of thewith the successor’s acquisition of propsuccessor with new Forms W-4 as the



successor now becomes responsible fétforms W-2 must be furnished by theform. The successor employer must sub
deducting and withholding tax from successor to its employees (both thenit to the Service, in accordance with
wages paid to the transferred employeescquired employees and any other em8 31.3402(f)(2)-1(g), copies of the
.04 Forms W-5. The predecessor ployees of the successor) by January 3Eorms W—4 received by the predecesso
must also keep on file the Forms W-50f the following calendar year. Formsduring the current calendar quarter anc
provided by its former employees. TheW—2 and W-3 must be filed by thethe preceding calendar quarter.
transferred employees must provide théuccessor with SSA by the last day of .06 Transfer of Forms W-4 furnished
successor with new Forms W-5 for theé-ebruary of the following calendar year.electronically. If the predecessor and
current year. (2) Expedited Forms W-2If, un- successor both maintain an electronic
der the circumstances described in sesystem for use by employees in filing
SEC. 5. ALTERNATE PROCEDURE tion 1.01, the predecessor is required tGorms W-4, and the systems are com
file a final Form 941, the predecessompatible, the predecessor may electroni
must furnish Forms W-2 to the employ-cally transfer the Forms W-4 of the
Bes who are not employed by the sucacquired employees to the successo
Bssor on an expedited basis. Formshe successor may also choose to ac
—2 and W-3 filed with SSA by the quire and maintain the predecessor
predecessor must also be filed on asystem. If these options do not apply,
expedited basis. The successor is nahe transferred employees must provide
. X P&quired to either furnish Forms W—2 tothe successor with a new Form W-4,
(acquired employees). In such circumy,e “cquired employees or to file theeither electronically or on paper, as
stances the acquired employees presury ms W—2 and W—3 with SSA on anprescribed by the successor.
ably will be paid wages by the succesyynedited basis. .07 Forms W-5. The predecessor
sor in the same_calendar year and_ the 03 Form 941 filed by predecessor.must transfer to the successor all Form:
Forms W-2 furnished to the acquirédry the extent the wages paid and th&V—5 for the current year that were
employees by the successor for the yegL,qs withheld by the predecessor are tprovided to the predecessor by the ac
will include wages paid, and taxes with-pe jncluded in the Forms W—2 furnishedquired employees.

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

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

SSA for the acquired employees. Th&.ogsor's Form W—3 and its Form 941

’ i i ~ ) . " Rev. Proc. 84-77 is modified and
predecessor’s entire Form W-2 reportingyhen the predecessor files  its Formy nerseded
ok.)llllggtlons for ;‘jh% acr(]quwed employﬁ%sgdfl, it should attach a statement ex- '
will be assumed Dby the successor. TNGaining the discrepancy and include th&sECTION 7. EFFECTIVE DATE
predecessor remains responsible for e, e “aqdress, and identification num- '
Form W-2 reporting obligations for a?r of the successor and a reference to ThiS revenue procedure is effective

those employees who are not employeg,ic revenue procedure. This Form g4panuary 1, 1997.
by the successor. cannot be filed electronically. See Rev

.02 Forms W-2. Proc. 96-19, 19964 LR.B. 80, sectiorpeo o & PAPERWORK
(1) In general. If, under the cir- 3.03.

cumstances described in section 1.01, .04 Form 941 filed by successor. The collections of information con-

the predecessor is not required to file &here will be a corresponding differencetained in this revenue procedure have
final Form 941, the predecessor musbetween the amounts shown on théeen reviewed and approved by the
furnish Forms W-2 to employees whosuccessor's Form W-3 and its FormOffice of Management and Budget in
are not employed by the successor b941. When the successor files its Formaccordance with the Paperwork Reduc
January 31 of the following calendar941, it should also attach a statement tton Act (44 U.S.C. 3507) under control
year. Forms W-2 and W-3 filed by theits Form 941 explaining the discrepancynumber 1545-1510.

predecessor with SSA for employeesnd include the name, address, and An agency may not conduct or spon-
who are not employed by the successddentification number of the predecessosor, and a person is not required to
are due the last day of February of thend a reference to this revenue proceespond to, a collection of information
following calendar year. If the successodure. This Form 941 cannot be filedunless the collection of information dis-
assumes the predecessor’s obligation wlectronically. See Rev. Proc. 96-19plays a valid control number.

furnish Forms W-2 to the acquired1996-4 I|.R.B. 80, section 3.03. For The collections of information in this

employees for a calendar year, the sudnstructions relating to annual wagerevenue procedure are in sections 5.0
cessor must assume the predecessotimitations, see § 31.3121(a)(1)-1. and 5.04. This information is required to
entire Form W-2 reporting obligation. .05 Forms W-4. The predecessorexplain the discrepancy between the
Thus, Forms W-2 furnished by themust transfer to the successor all curreramounts reported on Forms 941 anc
successor to the acquired employeeSorms W—4 that were provided to thew-3 filed by both the predecessor and
must include the wages paid and the@redecessor by the acquired employeesuccessor who use the Alternate Proce
taxes withheld by both the predecessofhe successor must keep the transferreture. This information will be used to

and the successor. The successor musorms W-4 on file and deduct andassist the IRS in reconciling Forms 941
include on the Forms W-2 any amountithhold from the wages it pays to theand W-3. The collections of information
reportable by the predecessor, includingcquired employees according to there required to use the Alternate Proce
“Other compensation” or uncollected information supplied on those formsdure. The likely respondents are busi-
employee tax on tips, if applicable.unti an employee submits a revisechess or other for-profit institutions.

.01 In general.If, in connection with
the circumstances described in sectio
1.01, the predecessor and successor
agree, the predecessor will be relieve
from furnishing Forms W-2 to any
employees who will be employed in the
same calendar year by the success



The estimated total annual reporting
burden is 110,700 hours.

The estimated annual burden per re
spondent is 12 minutes. The estimate
number of respondents is 553,500.

The estimated annual frequency o
responses is on occasion.

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

SECTION 9. DRAFTING
INFORMATION

The principal author of this revenue
procedure is Jean M. Casey of the Of
fice of the Associate Chief Counsel
(Employee Benefits and Exempt Organi:
zations). For further information regard-
ing this revenue procedure, contact Ms
Casey on (202) 622-6040 (not a toll-
free call).



