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The IRS Mission

Provide America’s taxpayers top-quality service by helping
them understand and meet their tax responsibilities and en-

Introduction

The Internal Revenue Bulletin is the authoritative instrument of
the Commissioner of Internal Revenue for announcing official
rulings and procedures of the Internal Revenue Service and for
publishing Treasury Decisions, Executive Orders, Tax Conven-
tions, legislation, court decisions, and other items of general
interest. It is published weekly and may be obtained from the
Superintendent of Documents on a subscription basis. Bulletin
contents are compiled semiannually into Cumulative Bulletins,
which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application of
the tax laws, including all rulings that supersede, revoke, mod-
ify, or amend any of those previously published in the Bulletin.
All published rulings apply retroactively unless otherwise indi-
cated. Procedures relating solely to matters of internal man-
agement are not published; however, statements of internal
practices and procedures that affect the rights and duties of
taxpayers are published.

Revenue rulings represent the conclusions of the Service on the
application of the law to the pivotal facts stated in the revenue
ruling. In those based on positions taken in rulings to taxpayers
or technical advice to Service field offices, identifying details
and information of a confidential nature are deleted to prevent
unwarranted invasions of privacy and to comply with statutory
requirements.

Rulings and procedures reported in the Bulletin do not have the
force and effect of Treasury Department Regulations, but they
may be used as precedents. Unpublished rulings will not be
relied on, used, or cited as precedents by Service personnel in
the disposition of other cases. In applying published rulings and
procedures, the effect of subsequent legislation, regulations,

force the law with integrity and fairness to all.

court decisions, rulings, and procedures must be considered,
and Service personnel and others concerned are cautioned
against reaching the same conclusions in other cases unless
the facts and circumstances are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions of
the Internal Revenue Code of 1986.

Part ll.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions and Other Related ltems, and Subpart B, Leg-
islation and Related Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to these
subjects are contained in the other Parts and Subparts. Also
included in this part are Bank Secrecy Act Administrative Rul-
ings. Bank Secrecy Act Administrative Rulings are issued by
the Department of the Treasury’s Office of the Assistant Secre-
tary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The last Bulletin for each month includes a cumulative index
for the matters published during the preceding months. These
monthly indexes are cumulated on a semiannual basis, and are
published in the last Bulletin of each semiannual period.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.
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Part |. Rulings and Decisions Under the Internal Revenue Code

of 1986

Section 62.—Adjusted
Gross Income Defined

26 CFR 1.62-2: Reimbursements and other expense
allowance arrangements.

Rules are provided under which a reimbursement
or other expense allowance arrangement for the cost
of lodging, meal, and incidental expenses, or of
meal and incidental expenses only, incurred by an
employee while traveling away from home, satisfies
the requirements of section 62(c) of the Code for
substantiation of the amount of the expenses. See
Rev. Proc. 2010-39, page 459.

2010-42 I.R.B.

Section 162.—Trade or
Business Expenses

26 CFR 1.162-17: Reporting and substantiation of
certain business expenses of employees.

Rules are provided for substantiating the amount
of a deduction for an expense for meal and incidental
expenses, or for incidental expenses only, incurred
while traveling away from home. See Rev. Proc.
2010-39, page 459.
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Section 274.—Disallowance
of Certain Entertainment,
Etc., Expenses

26 CFR 1.274-5: Substantiation requirements.

Rules are provided for substantiating the amount
of a deduction for an expense for meal and incidental
expenses, or for incidental expenses only, incurred
while traveling away from home. See Rev. Proc.
2010-39, page 459.
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Part lll. Administrative, Procedural, and Miscellaneous

Refundable Adoption Credit
Notice 2010-66

SECTION 1. PURPOSE

This notice provides interim guidance
on the adoption credit. Section 10909 of
the Patient Protection and Affordable Care
Act, Pub. L. 111-148, 124 Stat. 119
(PPACA) amended § 23 of the Internal
Revenue Code to make the adoption credit
refundable, redesignated § 23 as § 36C,
and made certain other changes, effective
for taxable years beginning after Decem-
ber 31, 2009. Pending the publication of
regulations, this notice provides rules for
computing the adoption credit for a taxable
year beginning in 2010 and for substanti-
ating claims for the adoption credit. See
Notice 97-9, 1997-1 C.B. 365, and Notice
97-70, 1997-2 C.B. 332, for general guid-
ance on the adoption credit.

SECTION 2. BACKGROUND

Section 36C allows a refundable tax
credit for qualified adoption expenses
(QAE). QAE are the reasonable and nec-
essary adoption fees, court costs, attorney
fees, and other expenses directly related to,
and for the principal purpose of, adopting
an eligible child. For example, a taxpayer
may claim traveling expenses (including
amounts expended for meals and lodging
while away from home) paid or incurred
to adopt an eligible child. A taxpayer may
claim QAE paid or incurred for an unsuc-
cessful domestic adoption.

For both domestic and foreign adop-
tions, if a taxpayer pays or incurs QAE dur-
ing or after the taxable year in which the
adoption is final, the credit is allowable in
the taxable year in which the taxpayer pays
or incurs the QAE.

For domestic adoptions, the credit is al-
lowable for QAE that a taxpayer pays or
incurs in a taxable year before the adop-
tion is final. However, a taxpayer may not
claim the credit for those QAE until the
next taxable year.

For foreign adoptions, the credit is al-
lowable only in the taxable year in which
the adoption is final or in a later year. QAE
that a taxpayer pays or incurs in a taxable
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year before the adoption is final are treated
as paid or incurred in the taxable year in
which the adoption is final. See Rev. Proc.
2010-31, 2010-40 L.R.B. 413, for deter-
mining the finality of foreign adoptions
subject to the Hague Convention on Pro-
tection of Children and Co-operation in
Respect of Intercountry Adoption (Hague
Convention) and the Intercountry Adop-
tion Act of 2000, Pub. L. 106-279, 114
Stat. 825,42 U.S.C. §§ 14901-14954. See
Rev. Proc. 2005-31, 2005-1 C.B. 1374,
for determining finality of foreign adop-
tions from countries not party to the Hague
Convention.

For a taxable year beginning in 2010,
the credit is limited to $13,170 of the ag-
gregate QAE that a taxpayer pays or in-
curs for all taxable years. For 2011 this
dollar limitation will be adjusted as neces-
sary for inflation. Expenses for an unsuc-
cessful domestic adoption of an identified
child are aggregated with the expenses of
a successful adoption of another child in
applying the dollar limitation. See Notice
97-9, section 1.G., Example 3.

Under §§ 36C(a)(3) and 36C(d)(3), a
taxpayer may claim the credit up to the
full amount of the dollar limitation for an
adoption of a child with special needs, as
determined by the state where the adoption
occurs, in the year in which the adoption is
final without regard to the amount of QAE
the taxpayer pays or incurs.

The credit is subject to an income limi-
tation based on the taxpayer’s modified ad-
justed gross income (MAGI). The income
limitation applies to QAE in the first tax-
able year the taxpayer claims the credit
for that QAE. For taxable years beginning
after December 31, 2009, the allowable
credit begins to phase out for taxpayers
with MAGI of $182,520 and is completely
eliminated for taxpayers with MAGI of
$222,520. The income limitation may be
adjusted in future years for inflation.

Prior to amendment under PPACA, the
credit was not refundable. Former § 23(c)
allowed a taxpayer to carry forward the
amount of the credit in excess of the tax-
payer’s tax liability to five subsequent tax-
able years. The income limitation did not
apply to an amount carried forward to a
later taxable year.
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Section 36C(f)(2)(B) authorizes the
Secretary of the Treasury to require tax-
payers to provide information substantiat-
ing claims for the adoption credit.

SECTION 3. INTERIM GUIDANCE

1. Amounts Carried Over from Earlier
Taxable Years to a Taxable Year Beginning
in 2010

An amount of an adoption credit
claimed in an earlier taxable year that
a taxpayer carries forward to a taxable
year beginning in 2010 is allowable as a
refundable tax credit. An amount that a
taxpayer carries forward to a taxable year
beginning in 2010 is not subject to an
income limitation in that taxable year.

The following examples illustrate these
rules.

Example 1. (i) In 2008, Taxpayer pays $2,000 of
QAE to adopt an eligible child who is a citizen of the
United States. In 2009, Taxpayer pays an additional
$8,000 of QAE and the adoption becomes final. The
adoption credit for $10,000 of QAE is allowable in
2009.

(ii) Taxpayer’s tax liability for taxable year 2009
is $6,000, and Taxpayer applies $6,000 of the $10,000
credit against Taxpayer’s 2009 tax liability. Taxpayer
carries forward $4,000 of the credit to 2010.

(iii) In 2010, Taxpayer’s tax liability is $3,000.
Taxpayer applies $3,000 of the $4,000 carried for-
ward adoption credit against Taxpayer’s 2010 tax lia-
bility. Taxpayer is entitled to a refund of the remain-
ing credit.

Example 2. (i) The facts are the same as in Ex-
ample 1, except that in 2010, Taxpayer pays an ad-
ditional $2,000 of QAE. Taxpayer’s income exceeds
the upper income limitation for 2010.

(ii) Because of the income limitation, the adop-
tion credit is not allowable for the $2,000 of QAE
Taxpayer pays in 2010. However, Taxpayer may ap-
ply the $4,000 adoption credit carried forward to re-
duce Taxpayer’s tax liability for 2010 and may re-
ceive a refund of any carried forward credit that ex-
ceeds Taxpayer’s tax liability.

2. Substantiation Requirements

A taxpayer must provide a copy (un-
less otherwise specified) of the applicable
documents described in paragraph a. or b.
below to substantiate the taxpayer’s adop-
tion or attempted adoption of an eligible
child. A taxpayer also must comply with
paragraph c. below for a special needs
adoption. The taxpayer attaches the doc-
ument(s) to the taxpayer’s income tax re-
turn for the taxable year that the taxpayer

2010-42 I.R.B.



claims the credit, beginning after Decem-
ber 31, 2009.

a. Domestic and foreign adoptions that
have been finalized

(1) For a domestic or foreign adoption
finalized in the United States, an adoption
order or decree.

(2) For a foreign adoption governed by
the Hague Convention and finalized in an-
other country:

A. A Hague Adoption Certificate
(Immigrating Child),

B. An IH-3 visa, or

C. A foreign adoption decree, trans-
lated into English.

(3) For a foreign adoption from a coun-
try that is not party to the Hague Conven-
tion:

A. A foreign adoption decree, trans-
lated into English, or
B. An IR-2 or IR-3 visa.

b. Domestic adoptions that are not final

(1) An adoption taxpayer identification
number, obtained by the taxpayer for the
child, included on the taxpayer’s income
tax return (instead of attaching a docu-
ment),

(2) A home study completed by an au-
thorized placement agency,

(3) A placement agreement with an au-
thorized placement agency,

(4) A document signed by a hospital of-
ficial authorizing the release of a newborn
child from the hospital to the taxpayer for
legal adoption,

(5) A court document ordering or ap-
proving the placement of a child with the
taxpayer for legal adoption, or

(6) An original affidavit or notarized
statement signed under penalties of perjury
from an adoption attorney, government of-
ficial, or other person, stating that the sig-
nor:

A. Placed or is placing a child with the
taxpayer for legal adoption, or

B. Is facilitating the adoption process
for the taxpayer in an official capacity,
summarizing the facilitation.

c. Adoptions of special needs children

In addition to the documentation re-
quired under paragraph 2.a. of this notice,
a taxpayer claiming the adoption credit

2010-42 I.R.B.

for a child with special needs must attach
a copy of the state determination of spe-
cial needs to the taxpayer’s income tax re-
turn for the taxable year that the taxpayer
claims the adoption credit for a child with
special needs.

d. Information to be included in
documentation

An order or decree must include infor-
mation that establishes that the taxpayer’s
adoption of the eligible child has been fi-
nalized and the date finalized, and a spe-
cial needs determination must include in-
formation that establishes that the state
has made a determination of special needs
for the eligible child. A taxpayer may
redact sensitive personal information from
an adoption order or decree or a special
needs determination. However, the Inter-
nal Revenue Service may require the tax-
payer to provide an unredacted copy of
the document if needed to substantiate the
claim for the credit.

SECTION 4. EFFECTIVE DATE

This notice is effective for taxable years
beginning after December 31, 2009.

DRAFTING INFORMATION

The principal author of this notice is
Marilyn E. Brookens of the Office of
Associate Chief Counsel (Income Tax
& Accounting). For further information
regarding this announcement, contact
Ms. Brookens at (202) 622-4920 (not a
toll-free call).

26 CFR 601.602. Tax forms and instructions.
(Also Part I, §§ 23, 36C, 137.)

Rev. Proc. 2010-35

SECTION 1. PURPOSE

This revenue procedure modifies and
supersedes sections 3.03 and 3.14 of Rev.
Proc. 2009-50, 2009-45 I.R.B. 617, to re-
flect the statutory amendments by the Pa-
tient Protection and Affordable Care Act,
Pub. L. 111-148, 124 Stat. 119 (PPACA)
to the adoption credit under § 36C (for-
merly § 23) and the exclusion for adoption
assistance programs under § 137.
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SECTION 2. BACKGROUND

For taxable years beginning in 2010,
§10909(a)(1) of PPACA increased the
maximum adoption credit and the maxi-
mum adoption assistance exclusion from
$12,170 to $13,170.

SECTION 3. MODIFICATION OF REV.
PROC. 2009-50

To reflect the statutory amendments by
PPACA to §§ 36C and 137, sections 3.03
and 3.14 of Rev. Proc. 2009-50 are modi-
fied to read as follows:

.03 Adoption Credit. For taxable years
beginning in 2010, under § 36C(a)(3)
the credit allowed for an adoption of a
child with special needs is $13,170. For
taxable years beginning in 2010, under
§ 36C(b)(1) the maximum credit allowed
for other adoptions is the amount of quali-
fied adoption expenses up to $13,170. The
available adoption credit begins to phase
out under § 36C(b)(2)(A) for taxpayers
with modified adjusted gross income in
excess of $182,520 and is completely
phased out for taxpayers with modified
adjusted gross income of $222,520 or
more. (See section 3.14 of this revenue
procedure for the adjusted items relating
to adoption assistance programs.)

.14 Adoption Assistance Programs. For
taxable years beginning in 2010, under
§ 137(a)(2) the amount that can be ex-
cluded from an employee’s gross income
for the adoption of a child with special
needs is $13,170. For taxable years be-
ginning in 2010, under § 137(b)(1) the
maximum amount that can be excluded
from an employee’s gross income for the
amounts paid or expenses incurred by an
employer for qualified adoption expenses
furnished pursuant to an adoption assis-
tance program for other adoptions by the
employee is $13,170. The amount exclud-
able from an employee’s gross income be-
gins to phase out under § 137(b)(2)(A) for
taxpayers with modified adjusted gross in-
come in excess of $182,520 and is com-
pletely phased out for taxpayers with mod-
ified adjusted gross income of $222,520 or
more. (See section 3.03 of this revenue
procedure for the adjusted items relating to
the adoption credit.)
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SECTION 4. EFFECT ON OTHER
DOCUMENTS

Sections 3.03 and 3.14 of Rev. Proc.
2009-50 are modified and superseded
effective for taxable years beginning in
2010.

SECTION 5. DRAFTING
INFORMATION

The principal author of this revenue
procedure is Marilyn E. Brookens of the
Office of Associate Chief Counsel (In-
come Tax & Accounting). For further
information regarding this revenue pro-
cedure, contact Ms. Brookens at (202)
622-4920 (not a toll-free call.

26 CFR 601.105: Examination of returns and claims
for refund, credit or abatement; determination of cor-
rect tax liability.

(Also Part I, §§ 165; 1.165-7(a)(2), 1.165-7(b).)

Rev. Proc. 2010-36

SECTION 1. PURPOSE

This revenue procedure provides guid-
ance to individuals regarding the federal
income tax treatment of amounts paid to
repair damage to their personal residences
resulting from corrosive drywall building
materials.

SECTION 2. BACKGROUND

.01 Reported problems have occurred
with certain imported drywall installed in
homes between 2001 and 2008. Home-
owners have reported blackening or corro-
sion of copper electrical wiring and copper
components of household appliances, as
well as the presence of sulfur gas odors.
In November 2009, the Consumer Product
Safety Commission (CPSC) reported that
an indoor air study of a sample of 51 homes
found a strong association between the
problem drywall and levels of hydrogen
sulfide in those homes and corrosion of
metals in those homes. See the Commis-
sion’s Drywall Information Center web-
site, http://www.cpsc.gov/info/drywall.
On January 28, 2010, the CPSC and
the Department of Housing and Urban
Development released interim guidance
advising interested parties how to
identify homes with problem drywall.
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See http://www.cpsc.gov/info/drywall/
InterimIDGuidance012810.pdf.

.02 The Internal Revenue Service has
received numerous inquiries from taxpay-
ers about whether a loss resulting from cor-
rosive drywall constitutes a deductible ca-
sualty loss within the meaning of § 165
of the Internal Revenue Code, the taxable
year any such loss would be deductible,
and how the amount of the loss would be
computed.

.03 Section 165(a) of the Internal Rev-
enue Code generally allows taxpayers to
deduct losses sustained during the taxable
year that are not compensated by insurance
or otherwise. For personal-use property
(such as a taxpayer’s personal residence
and household appliances), § 165(c)(3)
limits an individual’s deduction to losses
arising from fire, storm, shipwreck, or
other casualty, or from theft. A casualty
is damage, destruction, or loss of property
that results from an identifiable event that
is sudden, unexpected, and unusual. Rev.
Rul. 72-592, 1972-2 C.B. 101. Damage
or loss resulting from progressive dete-
rioration of property through a steadily
operating cause is not a casualty loss. See
Matheson v. Commissioner, 54 F.2d 537
(2d Cir. 1931).

.04 A casualty loss is allowed as a de-
duction only for the taxable year in which
the loss is sustained. However, if the tax-
payer has a claim for reimbursement of
the loss (from insurance or otherwise) for
which there is a reasonable prospect of re-
covery, no portion of the loss is deductible
until it can be ascertained with reasonable
certainty whether or not such reimburse-
ment will be received. See § 1.165-1(c)(4)
of the Income Tax Regulations.

.05 The amount of a taxpayer’s casu-
alty loss generally is the decrease in the
fair market value of the property as a re-
sult of the casualty, limited to the tax-
payer’s adjusted basis in the property. See
§ 1.165-7(b). To simplify the computation
of a casualty loss deduction, existing reg-
ulations permit taxpayers to use the cost to
repair the damaged property as evidence of
the decrease in value of the property. See
§ 1.165-7(a)(2)(ii).

.06 Section 165(h)(1)-(2) imposes two
limitations on casualty loss deductions for
personal use property. First, a casualty loss
deduction is allowable only for the amount
of the loss that exceeds $100 per casualty
($500 for taxable years beginning in 2009
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only). Second, the net amount of all of
a taxpayer’s casualty losses (in excess of
casualty gains, if any) is allowable only
for the amount of the losses that exceed
10 percent of the taxpayer’s adjusted gross
income (AGI) for the year.

.07 In view of the unique circumstances
surrounding damage resulting from corro-
sive drywall, the Service and Treasury De-
partment conclude that it is appropriate to
provide a safe harbor method that treats
certain damage resulting from corrosive
drywall as a casualty loss and provides a
formula for determining the amount of the
loss. Accordingly, for an individual within
the scope of this revenue procedure, the
Service will not challenge the individual’s
treatment of damage resulting from corro-
sive drywall as a casualty loss if the loss
is determined and reported as provided in
this revenue procedure.

SECTION 3. SCOPE

This revenue procedure applies to any
individual who pays to repair damage to
that individual’s personal residence or
household appliances that results from
corrosive drywall.

SECTION 4. APPLICATION

.01 An individual who pays to repair
damage to that individual’s personal res-
idence or household appliances that re-
sults from corrosive drywall may treat the
amount paid as a casualty loss in the year
of payment. For purposes of this rev-
enue procedure, the term “corrosive dry-
wall” means drywall that is identified as
problem drywall under the two-step iden-
tification method published by the CPSC
and the Department of Housing and Ur-
ban Development in their interim guid-
ance dated January 28, 2010. As of the
date of publication of this revenue proce-
dure, the interim guidance can be found
at http://www.cpsc.gov/info/drywall/Inter-
imIDGuidance012810.pdf.

.02 The amount of a loss resulting
from corrosive drywall may be limited
depending on whether the taxpayer has a
pending claim for reimbursement (or in-
tends to pursue reimbursement) of the loss
through property insurance, litigation, or
otherwise. A taxpayer who does not have
a pending claim for reimbursement (and
does not intend to pursue reimbursement)
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may claim as a loss all unreimbursed
amounts paid during the taxable year to
repair damage to the taxpayer’s personal
residence and household appliances that
results from corrosive drywall. A taxpayer
who has a pending claim for reimburse-
ment (or intends to pursue reimbursement)
may claim a loss for 75 percent of the
unreimbursed amounts paid during the
taxable year to repair damage to the tax-
payer’s personal residence and household
appliances that resulted from corrosive
drywall. A taxpayer who has been fully
reimbursed before filing a return for the
year the loss was sustained may not claim
a loss. A taxpayer who has a pending
claim for reimbursement (or intends to
pursue reimbursement) may have income
or an additional deduction in subsequent
taxable years depending on the actual
amount of reimbursement received. See
§ 1.165-1(d).

.03 Amounts paid for improvements or
additions that increase the value of the tax-
payer’s personal residence above its pre-
loss value are not allowed as a casualty
loss. Only amounts paid to restore the tax-
payer’s personal residence to the condition

existing immediately prior to the damage
qualify for loss treatment.

.04 Where a household appliance is re-
placed rather than repaired, the amount of
the loss attributable to the appliance is the
lesser of the current cost to replace the
original appliance or the basis of the orig-
inal appliance (generally its cost).

.05 A taxpayer claiming a casualty loss
under this revenue procedure must report
the amount of the loss on Form 4684 (“Ca-
sualties and Thefts”) and must mark “Rev-
enue Procedure 2010-36” at the top of that
form. Taxpayers are subject to the $100
($500 for taxable years beginning in 2009
only) limitation imposed by § 165(h)(1)
and the 10-percent-of-AGI limitation im-
posed by § 165(h)(2).

.06 Taxpayers who choose not to apply
the safe harbor treatment provided by this
revenue procedure are subject to all of the
generally applicable provisions governing
the deductibility of losses under § 165.
Accordingly, these taxpayers must estab-
lish that the damage, destruction, or loss
of property resulted from an identifiable
event that is sudden, unexpected, and un-
usual, and was not the result of progressive
deterioration through a steadily operating

IMPORTANT NOTES:

cause. See Rev. Rul. 72-592, 19722
C.B. 101; Matheson v. Commissioner, 54
F.2d 537 (2d Cir. 1931). These taxpay-
ers also must prove that the loss is prop-
erly deductible in the taxable year claimed
by the taxpayer and not in some other year.
Further, these taxpayers must prove the
amount of the claimed loss and must prove
that no claim for reimbursement of any
portion of the loss exists for which there
is a reasonable prospect of recovery.

SECTION 5. EFFECTIVE DATE

This revenue procedure is effective
for federal income tax returns (including
amended federal income tax returns) filed
after September 29, 2010.

SECTION 6. DRAFTING
INFORMATION

The principal author of this revenue
procedure is Alan S. Williams of the Office
of Associate Chief Counsel (Income Tax
& Accounting). For further information
regarding this revenue procedure, contact
Alan S. Williams at 202-622-4950 (not a
toll-free call).

IRS/IRB offers an Internet connection at http:/fire.irs.gov for electronic filing of Form 8027. The Filing Information
Returns Electronically (FIRE) System will be down from 2 p.m. ET December 21, 2010 through January 3, 2011 for
upgrading and will not be operational during this time for submissions. In addition, the FIRE System may be down every
Wednesday from 3:00 a.m. to 5:00 a.m. ET for maintenance.

The Form 4419 is subject to review before the approval to transmit electronically is granted and may require additional
documentation at the request of the IRS. If a determination is made concerning the validity of the documents transmitted
electronically, IRS has the authority to revoke the Transmitter Control Code (TCC) and terminate the release of the files.

26 CFR 601.206: Tax forms and instructions.
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Part A. General

Sec. 1. Purpose

.01 Form 8027 is used by large food or beverage establishments when the employer is required to make annual reports to the IRS
on receipts from food or beverage operations and tips reported by employees.

Note: All employees receiving $20.00 or more a month in tips must report 100% of their tips to their employer.

.02 The Internal Revenue Service, Information Returns Branch (IRS/IRB), is responsible for processing Forms 8027 submitted
electronically. The purpose of this revenue procedure is to provide the specifications for filing Form 8027, Employer’s Annual Infor-
mation Return of Tip Income and Allocated Tips, electronically. This revenue procedure is updated when legislative changes occur
or reporting procedures are modified.

.03 This revenue procedure supersedes: Rev. Proc. 2009-46 published in Internal Revenue Bulletin 2009-42, dated October 19,
2009, Specifications for Filing Form 8027, Employer’s Annual Information Return of Tip Income and Allocated Tips, Electronically.
This revenue procedure is effective for Forms 8027 due the last day of February, 2011 and any returns filed thereafter.
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Sec. 2. Nature of Changes

.01 There are major changes to the extension process. A new Part D was added, detailing the process of filing extension requests
electronically. Requests for more than 10 employers are required to submit the extension requests online via the fill-in form or in a file
electronically (see Sec. 3, for the record layout). Review this Part of the Publication thoroughly if you wish to request an extension
of time for Form 8027. In addition, read the publication carefully and in its entirety before attempting to prepare your electronic file
for submission.

.02 Change in contact name from IRS/ECC-MTB to IRS/IRB (Information Returns Branch), Information Reporting Program to
Information Returns Branch and added Mail Stop 4360 to mailing address.

Sec. 3. Where to File and How to Contact the IRS, Information Returns Branch (IRB)

.01 All correspondence concerning Forms 8027 processed at IRS/IRB should be sent to the following address:

Internal Revenue Service
Information Returns Branch

230 Murall Drive, Mail Stop 4360
Kearneysville, WV 25430

.02 Paper forms and publications should be requested by calling the toll-free number 1-800-TAX-FORM (1-800-829-3676).

.03 Questions pertaining to electronic filing of Forms W-2 must be directed to the Social Security Administration (SSA). Filers
can call 1-800-SSA-6270 to obtain the telephone number of the SSA Employer Services Liaison Officers for their area.

.04 A taxpayer or authorized representative may request a copy of a tax return or a Form W-2 filed with a return by submitting
Form 4506, Request for Copy of Tax Return, to IRS. This form may be obtained by calling 1-800-TAX-FORM (1-800-829-3676).

.05 Electronic Products and Services Support, Information Returns Branch, Customer Service Section (IRB/CSS) answers elec-
tronic, paper filing, and tax law questions from the payer community relating to the correct preparation and filing of business infor-
mation returns (Forms 1096, 1097, 1098, 1099, 3921, 3922, 5498, 8027, and W-2G). IRB/CSS also answers questions relating to the
electronic filing of Forms 1042-S and 8955-SSA and to the tax law criteria and paper filing instructions for Forms W-2 and W-3.
Inquiries dealing with backup withholding and reasonable cause requirements due to missing and incorrect taxpayer identification
numbers are also addressed by IRB/CSS. Assistance is available year-round to payers, transmitters, and employers nationwide, Mon-
day through Friday, 8:30 a.m. to 4:30 p.m. Eastern Time, by calling toll-free 1-866—-455-7438 or via e-mail at mccirp@irs.gov. SSNs
or EINs must not be included in e-mails or attachments since this is not a secure line. The Telecommunications Device for the
Deaf (TDD) toll number is 304-579-4827. Filers should call as soon as questions arise to avoid the busy filing season call volume
at the end of January and February. Recipients of information returns (payees) should continue to contact 1-800—829-1040 with any
questions on how to report the information returns data on their tax returns.

.06 The telephone numbers and web addresses for questions about specifications for electronic submissions are:

Information Reporting Program Customer Service Section

TOLL-FREE 1-866-455-7438 or outside the U.S. 1-304-263-8700
e-mail at mccirp@irs.gov

304-579-4827 — TDD
(Telecommunication Device for the Deaf)

Fax Machine
Toll-free within the U.S. — 877-477-0572
Outside the U.S. — 304-579-4105

Electronic Filing — FIRE System
http://fire.irs.gov

TO OBTAIN FORMS:
1-800-TAX-FORM (1-800-829-3676)

www.irs.gov — IRS website access to forms
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Sec. 4. Filing Requirements and Due Dates

.01 Section 6011(e)(2)(A) of the Internal Revenue Code requires that any person, including corporations, partnerships, individuals,
estates, and trusts, required to file 250 or more information returns must file such returns electronically.

.02 The filing requirements apply separately to both original and corrected returns.

.03 The above requirements do not apply if you establish undue hardship (see Part A, Sec. 5).

.04 FILERS MUST NOT SUBMIT THE SAME INFORMATION ON PAPER FORMS THAT ARE SUBMITTED ELEC-
TRONICALLY, SINCE THIS WILL RESULT IN DUPLICATE FILING. This does not mean that corrected documents are not
to be filed. If a return has been prepared and submitted improperly, a corrected return must be filed as soon as possible. Refer to Part
A, Sec. 9, for requirements and instructions for filing corrected returns.

.05 When an allocation of tips is based on a good faith agreement, a copy of this agreement must be submitted within 3 business
days after receiving acknowledgement that IRS has accepted the electronically filed Form 8027. Fax to 859-669-5372 or mail a copy
of this agreement to Internal Revenue Service, Attn: ICO ERS Stop 36101, 201 West Rivercenter Blvd., Covington, KY 41011. In
the fax transmittal or cover letter, the filer must include the words “Form 8027 attachment(s)” and the following information: name
of establishment, EIN (Employer Identification Number), establishment number, TCC and the tax year of the Form 8027.

.06 Employers can request a lower rate (but not lower than 2%) for tip allocation purposes by submitting an application to the
IRS. See Sec. 31.6053-3(h)(4) of Employment Tax Regulations. Detailed instruction for requesting a lower rate can be found in the
Instructions for Form 8027. The IRS will issue a determination letter to notify the employer when and for how long a reduced rate
is effective. If a lower rate is used on the Form 8027 based on the IRS determination letter, a copy of this letter must be submitted
within 3 business days after receiving acknowledgement that IRS has accepted the electronically filed Form 8027. Filers must mail a
copy of this agreement to Internal Revenue Service, Attn: ICO ERS Stop 36101, 201 West Rivercenter Blvd., Covington, KY 41011.
In the transmittal (e.g., fax transmittal or cover letter), filers must include the words “Form 8027 attachment(s)” and the following
information: name of establishment, establishment number, TCC and the tax year of the Form 8027.

.07 Electronic reporting to IRS for Form 8027 must be on a calendar year basis. The due date for paper reported Forms 8027 is the
last day of February. However, Forms 8027 filed electronically are due March 31.

.08 If the due date falls on a Saturday, Sunday, or legal holiday, filing Form 8027 on the next day that is not a Saturday, Sunday, or
legal holiday will be considered timely.

Sec. 5. Form 8508, Request for Waiver from Filing Information Returns Electronically

.01 If an employer is required to file electronically but fails to do so, and does not have an approved waiver on record, the employer
will be subject to a penalty of $50 per return in excess of 250.

.02 If employers are required to file original or corrected returns electronically, but such filing would create a hardship, they may
request a waiver from these filing requirements by submitting Form 8508, Request for Waiver from Filing Information Returns Elec-
tronically, to IRS/IRB. Form 8508 can be obtained on the IRS website at www.irs.gov or by calling toll-free 1-800-829-3676.

.03 Even though an employer may submit as many as 249 corrections on paper, IRS encourages electronic filing of corrections.
Once the 250 threshold has been met, filers are required to submit any additional returns electronically. However, if a waiver for an
original filing is approved, any corrections for the same type of returns will be covered under that waiver.

.04 Generally, only the employer may sign the Form 8508. A transmitter may sign if given power of attorney; however, a letter
signed by the employer stating this fact must be attached to the Form 8508.

.05 A transmitter must submit a separate Form 8508 for each employer. Do not submit a list of employers.

.06 All information requested on the Form 8508 must be provided to IRS for the request to be processed.

.07 The waiver, if approved, will provide exemption from electronic filing for the current tax year only. Employers may not apply
for a waiver for more than one tax year.

.08 Form 8508 may be photocopied or computer-generated as long as it contains all the information requested on the original form.

.09 Filers are encouraged to submit Form 8508 to IRS/IRB at least 45 days before the due date of the returns.

.10 All requests for a waiver should be sent using the following address:

Internal Revenue Service

Information Returns Branch

Attn: Extension of Time Coordinator
240 Murall Drive, Mail Stop 4360
Kearneysville, WV 25430

.11 Form 8508 for Forms W-2 must be filed with IRS/IRB, not SSA.

.12 Waivers are evaluated on a case-by-case basis and are approved or denied based on criteria set forth under section 6011(e) of
the Internal Revenue Code. The transmitter must allow a minimum of 30 days for IRS/IRB to respond to a waiver request.

.13 If a waiver request is approved, the transmitter should keep the approval letter on file.
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.14 An approved waiver from filing Forms 8027 electronically does not provide exemption from all filing. The employer must
timely file Form 8027 on acceptable paper forms with the Cincinnati Service Center. The transmitter should also send a copy of
the approved waiver to the Cincinnati Service Center where the paper returns are filed.

Sec. 6. Form 4419, Application for Filing Information Returns Electronically (FIRE)

.01 For the purposes of this revenue procedure, the EMPLOYER is the organization supplying the information and the TRANS-
MITTER is the organization preparing the electronic file and/or sending the file to IRS/IRB. The employer and the transmitter may
be the same entity. Employers or their transmitters are required to complete Form 4419, Application for Filing Information Returns
Electronically (FIRE). The Form 4419 is subject to review before the approval to transmit electronically is granted and may require
additional documentation at the request of the IRS. If a determination is made concerning the validity of the documents transmitted
electronically, IRS has the authority to revoke the Transmitter Control Code (TCC) and terminate the release of files.

.02 Form 4419 can be submitted at any time during the year; however, it should be submitted to IRS/IRB at least 30 days before the
due date of the return(s). IRS will act on an application and notify the applicant, in writing, of authorization to file. A five-character
alpha/numeric Transmitter Control Code (TCC) will be assigned and included in an acknowledgment letter within 15 to 45 days of
receipt of the application. Electronic returns may not be filed with IRS until the application has been approved and a TCC assigned.
The TCC must be included in any correspondence with IRS/IRB.

.03 If transmitters file information returns other than Form 8027 electronically, they must obtain a separate TCC for those types of
returns. The TCC assigned for Forms 8027 is to be used for the processing of these forms only.

.04 After approval to file electronically has been received, transmitters do not reapply each year; however, notify IRS in writing if:

(a) You change your name or the name of the organization, so that the files may be updated to reflect the proper name;
(b) You discontinue filing for two years (your TCC may have been reassigned).

.05 IRS/IRB encourages filers who plan to submit for multiple employers to submit one application and to use one TCC for all
employers.

.06 Approval to file does not imply endorsement by IRS/IRB of any computer software or of the quality of tax preparation services
provided by a service bureau or software vendor.

Sec. 7. State Abbreviations

.01 The following state and U.S. possession abbreviations are to be used when developing the state code portion of address fields.

State Code State Code State Code
Alabama AL Kentucky KY No. Mariana Islands MP
Alaska AK Louisiana LA Ohio OH
American Samoa AS Maine ME Oklahoma OK
Arizona AZ Marshall Islands MH Oregon OR
Arkansas AR Maryland MD Pennsylvania PA
California CA Massachusetts MA Puerto Rico PR
Colorado CO Michigan MI Rhode Island RI
Connecticut CT Minnesota MN South Carolina SC
Delaware DE Mississippi MS South Dakota SD
District of Columbia DC Missouri MO Tennessee TN
Federated States of Micronesia FM Montana MT Texas X
Florida FL Nebraska NE Utah uT
Georgia GA Nevada NV Vermont VT
Guam GU New Hampshire NH Virginia VA
Hawaii HI New Jersey NJ U.S. Virgin Islands VI
Idaho ID New Mexico NM Washington WA
Illinois IL New York NY West Virginia WV
Indiana IN North Carolina NC Wisconsin WI
Towa 1A North Dakota ND Wyoming WY
Kansas KS
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.02 Filers must adhere to the city, state, and ZIP Code format for U.S. addresses. This also includes American Samoa, Federated
States of Micronesia, Guam, Marshall Islands, Commonwealth of the Northern Mariana Islands, Puerto Rico, and the U.S. Virgin
Islands.

Note: A Form 8027 is required only for establishments in the 50 states and the District of Columbia.

Sec. 8. Penalties

.01 The Revenue Reconciliation Act of 1989 changed the penalty provisions for any documents, including corrections, which are
filed after the original filing date for the return. The penalty for failure to file correct information returns is “time sensitive,” in that
prompt correction of failures to file, or prompt correction of errors on returns that were filed, can lead to reduced penalties.

® The penalty generally is $50 for each information return that is not filed, or is not filed correctly, by the prescribed filing date,
with a maximum penalty of $250,000 per year ($100,000 for certain small businesses with average annual gross receipts, over the
most recent 3-year period, not in excess of $5,000,000). The penalty generally is reduced to:

® $30 for each failure to comply if the failure is corrected more than 30 days after the return was due, but on or before August 1 of
the calendar year in which the return was due, with a maximum penalty of $150,000 per year ($50,000 for certain small businesses
with average annual gross receipts, over the most recent 3-year period, not in excess of $5,000,000).

®  $15 for each failure to comply if the failure is corrected within 30 days after the date the return was due, with a maximum penalty
of $75,000 per year ($25,000 for certain small businesses with average annual gross receipts, over the most recent 3-year period,
not in excess of $5,000,000).

.02 Penalties can be waived if failures were due to reasonable cause and not to willful neglect. In addition, section 6721(c) of the
Code provides a de minimis rule that if:
(a) information returns have been filed but were filed with incomplete or incorrect information, and
(b) the failures are corrected on or before August 1 of the calendar year in which the returns were due, then the penalty for
filing incorrect returns (but not the penalty for filing late) will not apply to the greater of 10 returns or one-half of 1 percent
of the total number of information returns you are required to file for the calendar year.
.03 Intentional Disregard of Filing Requirements — If any failure to file a correct information return is due to intentional disre-
gard of the filing and correct information requirements, the penalty is at least $100 per information return with no maximum penalty.

Sec. 9. Corrected Returns, Paper Forms, and Computer-Generated Forms

.01 If returns must be corrected, approved electronic filers must provide such corrections electronically for 250 or more forms. If
the information is filed electronically, corrected returns are identified by using the “Corrected 8027 Indicator” in field position 370 of
the employer record.

.02 A correction file must be identified by entering the correction indicator “G” in position 370.

.03 When replacing a correction file that was bad, a replacement file must be submitted. When replacing a correction file, the
correction indicator “G” in position 370 must be entered.

.04 If corrections are not submitted electronically, employers must submit them on official Forms 8027. Substitute forms that have
been previously approved by IRS, or computer-generated forms that are exact facsimiles of the official form (except for minor page
size or print style deviations), may be submitted without obtaining IRS approval before using the form.

.05 Employers/establishments may send corrected paper Forms 8027 to IRS at the address shown in Part A, Sec. 9.06. Corrected
paper returns are identified by marking the “AMENDED” check box on Form 8027.

.06 If filing more than one paper Form 8027, attach a completed Form 8027-T, Transmittal of Employer’s Annual Information
Return of Tip Income and Allocated Tips, to the Forms 8027 and send to:

Department of the Treasury
Internal Revenue Service Center
Cincinnati, OH 45999

IRS/IRB processes Forms 8027 submitted electronically only. Employers must not send paper Forms 8027 to IRS/IRB.

.07 If part of a submission is filed electronically and the rest of the submission is filed on paper Forms 8027, send the paper forms
to the Cincinnati Service Center. For example, you filed your Forms 8027 electronically with IRS/IRB, and later you found that some
of the forms you filed need correcting. Because of the low volume of corrections, you submit the corrections on paper Forms 8027.
You must send these corrected Forms 8027 along with Form 8027-T to the Cincinnati Service Center.
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Sec. 10. Validation of Form 8027 at IRS/IRB

.01 The accuracy of data reported on Form 8027 will be validated at the IRS Service Center. All fields indicated as “Required” in
the record layout must contain valid information. If the IRS identifies an error, filers will be notified and required to provide correct
information.

.02 The address for the establishment must agree with the state and ZIP Code. If there are inconsistencies or if the ZIP Code does
not agree with the address, the record will error out.

.03 All alpha characters must be in upper case.

.04 The following is clarification of monetary amount requirements:

(a) Charged Receipts (positions 260—271) must exceed Charged Tips (positions 248-259).

(b) Total Tips Reported (positions 308-319) must equal the combined amount of the Indirect Tips (positions 284-295) and
Direct Tips (positions 296-307).

(¢) Gross Receipts (positions 320-331) must exceed all other monetary amounts with the exception of Charged Receipts. It is
possible to equal Charged Receipts if all transactions were conducted on charge cards.

(d) The Tip Percentage Rate Times Gross Receipts (positions 332-343) must equal the Gross Receipts times the Tip Rate.
Normally, the Tip Rate is 8%. The Tip Rate must be entered as 0800 in (positions 343—-347) unless you have been granted
a lower rate by the IRS.

(e) Generally, you would have allocated tips if the Total Tips Reported (positions 308-319) is less than the Tip Percentage Rate
Times Gross Receipts (positions 332-343). The difference must be entered as Allocated Tips (positions 348—359).

Sec. 11. Definition of Terms

Element Description

Correction A correction is an information return submitted by the employer/transmitter to correct
an information return that was previously submitted to and successfully processed by
IRS, but contained erroneous information.

EIN A nine-digit Employer Identification Number which has been assigned by IRS to the
reporting entity.

Employees hours worked The average number of employee hours worked per business day during a month is figured
by dividing the total hours worked during the month by all your employees who are
employed in a food or beverage operation by the average number of days in the month that
each food or beverage operation at which these employees worked was open for business.

Employer The organization supplying their information. Use the same name and EIN you used on
your Forms W-2 and Forms 941.

Establishment A large food or beverage establishment that provides food or beverage for consumption on
the premises; where tipping is a customary practice; and where there are normally more
than 10 employees who work more than 80 hours on a typical business day during the
preceding calendar year.

File For the purpose of this revenue procedure, a file is the Form 8027 information submitted
electronically by an Employer or Transmitter.

More than 10 employees An employer is considered to have more than 10 employees on a typical business day
during the calendar year if half the sum of: the average number of employee hours worked
per business day in the calendar month in which the aggregate gross receipts from food
and beverage operations were greatest, plus the average number of employee hours
worked per business day in the calendar month in which the total aggregate gross receipts
from food and beverage operations were the least, equals more than 80 hours.

Replacement A replacement is an information return file sent by the employer/transmitter at the
request of IRS/IRB because of errors encountered while processing the filer’s original
file or correction file.

Transmitter Person or organization preparing electronic file(s). May be employer or agent of employer.

Transmitter Control Code (TCC) A five-character alpha/numeric code assigned by IRS to the transmitter prior to
electronically filing. This number is inserted in the record and must be present. An
application (Form 4419) must be filed with IRS to receive this number.
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Part B. Electronic Filing Specifications

Note: The FIRE System DOES NOT provide fill-in forms, except for Form 8809, Application for Extension of Time to File
Information Returns. Filers must program files according to the Record Layout Specifications contained in this publication.

Sec. 1. General

.01 Electronic filing of Forms 8027 information returns, originals and replacements, is a reporting method for filers submitting 250
or more Forms 8027. Payers who are under the filing threshold requirement, are encouraged to file electronically.

.02 All electronic filing of information returns are received at IRS/IRB via the FIRE (Filing Information Returns Electronically)
System. To connect to the FIRE System, point the browser to http://fire.irs.gov. The system is designed to support the electronic filing
of information returns only.

.03 The electronic filing of information returns is not affiliated with any other IRS electronic filing programs. Filers must obtain
separate approval to participate in each program. Only inquiries concerning electronic filing of information returns should be directed
to IRS/IRB.

.04 Files submitted to IRS/IRB electronically must be in standard ASCII code. Filers must not submit paper forms with the same
information as electronically submitted files. This would create duplicate reporting resulting in penalty notices.

.05 Form 8809, Application for Extension of Time to File Information Returns, is available as a fill-in form via the FIRE System.
If filers do not already have a User ID and password they should refer to Section 7. At the Main Menu, filers must click “Extension
of Time Request” and then click “Fill-in Extension Form”. This option is only used to request an automatic 30-day extension and
must be completed by the due date of the return for each payer requesting an extension. Print the approval page for a record of the
approved extension. Filers should refer to Part D for additional details.

Sec. 2. Electronic Filing Approval Procedure

.01 Filers must obtain a Transmitter Control Code (TCC) prior to submitting files electronically. Refer to Part A, Sec. 6, for
information on how to obtain a TCC.

.02 Once a TCC is obtained, electronic filers create their own User ID, password and PIN (Personal Identification Number) and do
not need prior or special approval. See Part B, Sec. 5, for more information on the PIN.

.03 If a filer is submitting files for more than one TCC, it is not necessary to create a separate logon and password for each TCC.

.04 For all passwords, it is the user’s responsibility to remember the password and not allow the password to be compromised.
Passwords are user assigned at first logon and must be 8 alpha/numeric characters containing at least 1 uppercase, 1 lowercase, and 1
numeric. However, filers who forget their password or PIN, can call toll-free 1-866—455-7438 for assistance. Users can change their
passwords at any time from the main menu. The FIRE System will require users to change their passwords periodically.

Sec. 3. Test Files

.01 Filers are not required to submit a test file; however, the submission of a test file is encouraged for all new electronic filers to
test hardware and software. If filers wish to submit an electronic test file for Tax Year 2010 (returns to be filed in 2011); it must be
submitted to IRS/IRB no earlier than November 1, 2010, and no later than February 15, 2011.

.02 Filers who encounter problems while transmitting the electronic test file can contact IRS/IRB toll-free 1-866-455-7438 for
assistance.

.03 Within 5 days, the results of the electronic transmission will be e-mailed to the filer if he provided an accurate e-mail address on
the “Verify Your Filing Information” screen. If filers are using e-mail filtering software, they must configure their software to accept
e-mail from fire @irs.gov and irs.e-helpmail @irs.gov. If the file is bad, the filer must return to http://fire.irs.gov to determine what
the errors are in the file by clicking on CHECK FILE STATUS. If you do not receive an e-mail in 5 business days, log back into the
FIRE System and click on CHECK FILE STATUS to view the results of your file.

Sec. 4. Electronic Submissions

.01 Electronically filed information may be submitted to IRS/IRB 24 hours a day, 7 days a week. Technical assistance will be
available Monday through Friday between 8:30 a.m. and 4:30 p.m. Eastern Time by calling toll-free 1-866—-455-7438.

.02 The FIRE System will be down from 2 p.m. ET December 21, 2010 through January 3, 2011. This allows IRS/IRB to
update its system to reflect current year changes. In addition, the FIRE System may be down every Wednesday from 3:00 a.m. to
5:00 a.m. EST for maintenance.

.03 If sending files larger than 10,000 records electronically, data compression is encouraged. The file size cannot exceed 2.5
million records. WinZip and PKZip are the only acceptable compression packages. IRS/IRB cannot accept self-extracting zip files or
compressed files containing multiple files. The time required to transmit information returns electronically will vary depending upon
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the type of connection to the Internet and if data compression is used. The time required to transmit a file can be reduced by as
much as 95 percent by using compression.

.04 Transmitters may create files using self assigned filename(s). Files submitted electronically will be assigned a new unique
filename by the FIRE System. The filename assigned by the FIRE System will consist of submission type (ORIG [original], TEST
[test], CORR [correction], and REPL [replacement]), the filer’s TCC and a four-digit number sequence. The sequence number will be
incremented for every file sent. For example, for the first original file for the calendar year for TCC 21000, the IRS assigned filename
would be ORIG.21000.0001. Record the filename. This information will be needed by IRS/IRB to identify the file, if assistance is
required.

.05 If a timely submitted file is bad, the filer will have up to 60 days from the day the file was transmitted to submit an acceptable
replacement file. If an acceptable replacement file is not received within 60 days, then the employer could be subject to late filing
penalties.

.06 The following definitions have been provided to help distinguish between a correction and a replacement:

® A correction is an information return submitted by the transmitter to correct an information return that was previously submit-
ted to and successfully processed by IRS/IRB, but contained erroneous information. (See Note.)

Note: Corrections should only be made to forms that have been submitted incorrectly, not the entire file.

® A replacement is an information return file sent by the filer because the CHECK FILE STATUS option on the FIRE System
indicated the original/correction file was bad. After the necessary changes have been made, the file must be transmitted through
the FIRE System. (See Note.)

Note: Filers should never transmit anything to IRS/IRB as a “Replacement” file unless the CHECK FILE STATUS option on
the FIRE System indicates a previous file is bad.

.07 Prior year data may be submitted; however, each tax year must be submitted in a separate file transmission.

Sec. 5. PIN Requirements

.01 Filers will be prompted to create a PIN consisting of 10 numeric characters when establishing their initial User ID name and
password.

.02 The PIN is required each time an ORIGINAL, CORRECTION, or REPLACEMENT file is sent electronically and is permission
to release the file. It is not needed for a TEST file. An authorized agent may enter their PIN, however, the payer is responsible for the
accuracy of the returns. The payer will be liable for penalties for failure to comply with filing requirements. If you forget your PIN,
please call toll-free 1-866—455-7438 for assistance.

Sec. 6. Electronic Filing Specifications

.01 The FIRE System is designed exclusively for the filing of Forms 8027, 1097, 1098, 1099, 3921, 3922, 5498, 8935, 8955-SSA,
W-2G, and 1042-S.

.02 A transmitter must have a TCC (see Part A, Sec. 6) before a file can be transmitted.

.03 Within 5 days, the results of the electronic transmission will be e-mailed to the transmitter if an accurate e-mail address on the
“Verify Your Filing Information” screen was provided. If filers are using e-mail filtering software, configure the software to accept
e-mail from fire @irs.gov and irs.e-helpmail @irs.gov. If the e-mail indicates the file is bad, filers must log into the FIRE System and
go to the CHECK FILE STATUS area of the FIRE System to determine what the errors are in the file. If filers do not receive an e-mail
in 5 business days, they must log back into the FIRE System and click on CHECK FILE STATUS to view the results of their file.

Sec. 7. Connecting to the FIRE System

.01 Before connecting, have the TCC and TIN available.

.02 Filers should turn off pop-up blocking software before transmitting their files.

.03 The browser must support the security standards listed below.

.04 The browser must be set to receive “cookies.” Cookies are used to preserve the User ID status.
.05 Point the browser to http:/fire.irs.gov to connect to the FIRE System.

.06 FIRE Internet Security Technical Standards are:
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HTTP 1.1 Specification (http://www.w3.org/Protocols/rfc2616/rfc2616.txt)

SSL 3.0 or TLS 1.0. SSL and TLS are implemented using SHA and RSA 1024 bits during the asymmetric handshake.
SSL 3.0 Specifications (http://wp/netscape.com/eng/ss13)
TLS 1.0 Specifications (http://www.ief.org/rfc/rfc2246.txt)

The filer can use one of the following encryption algorithms, listed in order of priority, using SSL or TLS:
AES 256-bit (FIPS-197)

AES 128-bit (FIPS-197)

TDES 168-bit (FIPS—46-3)

First time connection to the FIRE System (If the transmitter has logged on previously, they may skip to Subsequent
Connections to the FIRE System.)

Click “Create New Account” ..

Fill out the registration form and click “Submit”.

Create the User ID

Create and verify the password (the password is user created and must be 8 alpha/numerics,
containing at least 1 uppercase, 1 lowercase and 1 numeric). FIRE will require the password
to be changed periodically.

Click “Create”.

If the message is received “Account Created”, click “OK”.

Enter and verify the 10-digit self-assigned PIN (Personal Identification Number).

Click “Submit”.

If the message is received “Your PIN has been successfully created!”, click “OK”.

Read the bulletin(s) and/or click “Click here to continue”.

Subsequent connections to the FIRE System
Click “Log On”.
Enter the User ID.

Enter the password (the password is user assigned and is case sensitive).
Read the bulletin(s) and/or click “Click here to continue”.

Uploading your file to the FIRE System

At Menu Options:
Click “Send Information Returns”
Enter the TCC:
Enter the TIN:
Click “Submit”.

The system will then display the company name, address, city, state, ZIP code, phone number,
contact and e-mail address. This information will be used to e-mail the transmitter regarding this
transmission. Update as appropriate and/or Click “Accept”.

Note: Please ensure that the e-mail address is accurate so that the correct person receives
the e-mail and it does not return to us undeliverable. If SPAM filtering software is being
used, please configure it to allow an e-mail from fire @irs.gov and irs.e-helpmail @irs.gov.
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Click one of the following:
Original File
Correction File
Test File (This option will only be available November I through February 15.)
Replacement File (Click on the file to be replaced.)

Enter your 10-digit PIN (not prompted for this if a test is being sent).
Click “Submit.”

Click “Browse” to locate the file and open it.

Click “Upload.”

® Electronic Replacement (file was originally transmitted on this system)
Click the file to be replaced.

When the upload is complete, the screen will display the total bytes received and the name of the file that just uploaded.
Print this page and keep it for your records.

If you have more files to upload for that TCC:
Click “File Another?”’; otherwise,
Click “Main Menu”.

If no e-mail is received in 5 business days or the e-mail indicates the file is bad, log back into the FIRE System and click on
CHECK FILE STATUS to view the results of the file.

Checking the FILE STATUS

At the Main Menu:
Click “Check File Status” .
Enter the TCC:
Enter the TIN:
Click “Search”.

If “Results” indicate:
“Good, Not Released” — If the record count agrees with your records, the
file is complete. The file will automatically be released after 10 calendar
days unless IRB is contacted within this time frame.
“Good, Released” — File has been released to our mainline processing.
“Bad” — Click on filename to view error message(s). Correct the errors and
timely resubmit the file as a “replacement”.
“Not yet processed” — File has been received, but we do not have results
available yet. Please check back in a few days.

Click on the desired file for a detailed report of the transmission.
When finished, click on Main Menu.

Click “Log Out”
Close the Web Browser.

Sec. 8. Common Problems and Questions Associated with Electronic Filing

.01 The following are the major errors associated with electronic filing:

2010-42 I.R.B. 450 October 18, 2010



NON-FORMAT ERRORS

1. SPAM filters are not set to receive e-mail from fire @irs.gov and irs.e-helpmail @irs.gov.

To receive e-mails concerning files, processing results, reminders and notices, set the SPAM filter to receive e-mail from
fire @irs.gov and irs.e-helpmail @irs.gov.

2. Incorrect e-mail address provided.

When the “Verify Your Filing Information” screen is displayed, make sure the correct e-mail address is displayed. If not,
please update with the correct e-mail address.

3. Transmitter does not check the FIRE System to determine file acceptability.

The results of file transfers are posted to the FIRE System within 5 business days. If the correct e-mail address was provided on
the “Verify Your Filing Information” screen when the file was sent, an e-mail will be sent regarding the FILE STATUS. If the
results in the e-mail indicate “Good, Not Released” and the “Recor