
.04 Cases pending before the Tax Court
of the United States.If a case reaches trial
status in the Tax Court and it is deter-
mined that the taxpayer is entitled to the
treatment provided in section 4, above,
the parties may stipulate or otherwise
arrange with the Court so that any adjust-
ment in tax for the years before the Court
will reflect the application of section 4,
above, provided the taxpayer executes the
required closing agreement.

.05 Cases within the jurisdiction of the
Department of Justice.If a taxpayer files
with the Service a request for treatment
under section 4, above, with respect to a
case within the jurisdiction of the Depart-
ment of Justice, the Service, through its
Chief Counsel, will recommend to the De-
partment of Justice the action to be taken
with respect to the taxpayer’s request.

SEC. 6. EFFECTIVE DATE.

This revenue procedure is effective for
taxable years beginning after [ENTER
DATE OF PUBLICATION OF THIS
REVENUE PROCEDURE AS A FINAL
DOCUMENT].

SEC. 7. EFFECT ON OTHER
DOCUMENTS.

Rev. Proc. 65–17, 1965–1 C.B. 833, as
amended by Rev. Proc. 65–17 (Amend. I),
1966–2 C.B. 1211 and Rev. Proc. 65–17
(Amend. II), 1974–1 C.B. 411, is super-
seded.  Rev. Proc. 70–23, 1970–2 C.B.
505, Rev. Proc. 71–35, 1971–2 C.B. 573,
Rev. Proc. 72–53, 1972–2 C.B. 833 and
Rev. Rul. 82–80, 1982–1 C.B. 89, are su-
perseded.  Rev. Proc. 72–22, 1972–1 C.B.
747, and Rev. Rul. 69–630, 1969–2 C.B.
112 are modified and the references to
Rev. Proc. 65–17 therein shall be treated
as references to this revenue procedure.
The references to Rev. Proc. 65–17 in
Rev. Proc. 65–31, 1965–2 C.B. 1024,
Rev. Proc. 68–16, 1968–1 C.B. 770, Rev.
Proc. 72–46, 1972–2 C.B. 827, Rev. Proc.
72–48, 1972–2 C.B. 829, Rev. Proc.
89–8, 1989–1 C.B. 778, Rev. Proc.
96–13, 1996–1 C.B. 616, Rev. Proc.
96–14, 1996–1 C.B. 626, and Rev. Proc.
96–53, 1996–2 C.B. 375, shall be treated
as references to this revenue procedure.

SEC. 8. DRAFTING INFORMATION.

The principal author of this Revenue
Procedure is W. Edward Williams of the

Office of the Associate Chief Counsel (In-
ternational).  For further information on
this revenue procedure, contact Lisa G.
Sams at 202-874-1490 (not a toll-free
call) or write to CC:INTL:Br6, Room
3319, 950 L’Enfant Plaza South, S.W.,
Washington, D.C. 20024.  

SEC. 9. PAPERWORK REDUCTION
ACT

The collections of information con-
tained in this revenue procedure will be
submitted to the Office of Management
and Budget for review in accordance with
the Paperwork Reduction Act (44 U.S.C.
3507(c)).

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 collection of information in this
revenue procedure is in section 5.  This
information is required to determine
whether a taxpayer that has made a pri-
mary adjustment under section 482 of the
Code will be permitted to make certain
adjustments to conform their accounts to
reflect the section 482 allocation.  The
collections of information are required for
a taxpayer to obtain the Commissioner’s
permission to repatriate the cash attribut-
able to a primary adjustment via an ac-
count without the Federal income tax con-
sequences of the secondary adjustments
that would otherwise be entailed as the re-
sult of the primary adjustment.  The likely
respondents are businesses or other for-
profit institutions.

The estimated total annual reporting
and/or recordkeeping burden is 1620.

The estimated annual burden per re-
spondent/recordkeeper varies from 8
hours to 10 hours depending on individual
circumstances, with an estimated average
of 9 hours.  The estimated number of re-
spondents and/or recordkeepers is 180.

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.

Payroll Deduction IRAs

Announcement 99–2

This announcement relates to direct de-
posit to individual retirement accounts or
annuities (“IRAs”) by means of payroll
deduction.  As discussed in this an-
nouncement, employers may permit em-
ployees to contribute to traditional or
Roth IRAs by direct deposit though pay-
roll deduction.  In addition, employees
making direct deposits of deductible con-
tributions to traditional IRAs may be able
to adjust their Federal income tax with-
holding to receive a more immediate tax
benefit from their contributions.

Many employers permit their employ-
ees to directly deposit all or a portion of
their paychecks into checking or savings
accounts maintained by financial institu-
tions.  Employers may also assist their
employees in saving for retirement by
means of direct deposit through payroll
deduction to IRAs.

In the Conference Report to the Tax-
payer Relief Act of 1997, Pub. L. 105-34,
Congress indicated that “employers that
choose not to sponsor a retirement plan
should be encouraged to set up a payroll
deduction system to help employees save
for retirement by making payroll deduc-
tion contributions to their IRAs.”  Con-
gress encouraged the Secretary of the
Treasury to “continue his efforts to publi-
cize the availability of these payroll de-
duction IRAs.”  H.R. Rep. No. 220, 105th
Cong., 1st Sess. 775 (1997).

As part of this continuing effort, em-
ployers that feel they are not currently in a
position to sponsor a retirement plan are
reminded that the introduction of Roth
IRAs in 1998 presents an additional op-
portunity to facilitate employee retirement
savings.  As with traditional IRAs,
amounts accumulated under Roth IRAs
are exempt from Federal income tax, and
contributions to Roth IRAs are subject to
specific limitations.  Unlike traditional
IRAs, Roth IRA contributions cannot be
deducted from gross income, but “quali-
fied distributions” from Roth IRAs are ex-
cludable from gross income.  For further
information on Roth IRAs, see § 408A of
the Internal Revenue Code and the pro-
posed Income Tax Regulations thereunder.

In addition, employees and employers
are reminded that some employees who
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make deductible contributions to tradi-
tional IRAs (whether through payroll de-
duction or otherwise) may be able to ad-
just their Federal income tax withholding
on account of these contributions.  By ad-
justing their withholding, employees may
not have to wait until they file their tax re-
turn to get the benefit of the tax deduction
for their contributions.  Employees can
review the instructions on IRS Form W-4
(Employee’s Withholding Allowance Cer-
tificate) and the worksheet on the back of
that form to see if they are eligible for this
withholding adjustment.  Further infor-
mation may be found in Publication 919
(Is My Withholding Correct for 1999?).

This announcement does not address
the application of Title I of the Employee
Retirement Income Security Act of 1974
to a system for direct deposit to IRAs by
means of payroll deduction.

Optional Standard Mileage
Rates for Employees, Self-
Employed Individuals, and Other
Taxpayers Used in Computing
Deductible Costs

Announcement 99–7

This announcement informs taxpayers
that the Internal Revenue Service is post-
poning until April 1, 1999, the effective
date of the 31 cents-per-mile rate estab-
lished in Rev. Proc. 98–63, 1998–52
I.R.B. 25 (Dec. 28, 1998).  The Service
has decided to make this change because
it understands that many employers and
employees will require additional time to
implement the new rate.  Accordingly, the
business standard mileage rate of 32.5
cents per mile set forth in Rev. Proc.
97–58, 1997–2 C.B. 587, continues to
apply with respect to mileage allowances
paid to an employee before April 1, 1999,

for transportation expenses paid or in-
curred before that date.  The 32.5 cents-
per-mile rate also continues to apply for
purposes of computing the amount allow-
able as a deduction for business- related
transportation expenses paid or incurred
before April 1, 1999.  All other provisions
of Rev. Proc. 98–63 will be effective Jan-
uary 1, 1999.

BACKGROUND

Rev. Proc 98–63 supersedes Rev. Proc.
97–58 and, as published, lowers the rate
to 31 cents per mile (from 32.5 cents per
mile) for mileage allowances paid to an
employee on or after January 1, 1999,
with respect to transportation expenses
paid or incurred on or after January 1,
1999, and, for purposes of computing the
amount allowable as a deduction, for
transportation expenses paid or incurred
on or after January 1, 1999.  The reduc-
tion in the rate was based on an annual
study of the fixed and variable costs of
operating an automobile conducted on be-
half of the Service by an independent con-
tractor.  It has come to the attention of the
Service that many employers and employ-
ees will require additional time to imple-
ment this new, lower rate.  Without addi-
tional time, employers who normally
reimburse business transportation ex-
penses of employees at the standard rate,
and who are unable to implement the
lower rate by January 1, 1999, will need
to treat the excess over 31 cents per mile
as wages to the employee for federal em-
ployment tax purposes.  Further, employ-
ees would be required to include such ex-
cess in gross income.  

MODIFICATION OF REV. PROC.
98–63

Rev. Proc. 98–63 is modified as fol-
lows:

(1) The first sentence of Section 1 of
Rev. Proc. 98–63 is modified to read:

This revenue procedure updates Rev.
Proc. 97–58, 1997–2 C.B. 587, by pro-
viding optional standard mileage rates
for employees, self-employed individu-
als, or other taxpayers to use in com-
puting the deductible costs of operating
an automobile for business, charitable,
medical, or moving expense purposes.  
(2) Section 11 of Rev. Proc. 98–63 is

modified to read:
Except as otherwise provided in this
section, Rev. Proc. 97–58, 1997–2 C.B.
587, is hereby superseded for mileage
allowances paid to an employee on or
after January 1, 1999, with respect to
transportation expenses paid or in-
curred on or after January 1, 1999, and,
for purposes of computing the amount
allowable as a deduction, for trans-
portation expenses paid or incurred on
or after January 1, 1999.  Sections
2.01(1) and 5.01 of this revenue proce-
dure are effective for mileage al-
lowances paid to an employee on or
after April 1, 1999, with respect to
transportation expenses paid or in-
curred on or after April 1, 1999, and,
for purposes of computing the amount
allowable as a deduction, for business-
related transportation expenses paid or
incurred on or after April 1, 1999.

DRAFTING INFORMATION

The principal author of this announce-
ment is Edwin B. Cleverdon of the Office
of Assistant Chief Counsel (Income Tax
and Accounting).  For further information
regarding this announcement contact Mr.
Cleverdon at (202) 622-4920 (not a toll-
free call).

1999–2  I.R.B 45 January 11, 1999

IRB 1999-2  1/13/99 3:55 PM  Page 45


