
.02 This revenue procedure declares
Rev. Proc. 57–41, 1957–2 C.B. 1119
and Rev. Proc. 80–6, 1980–1 C.B. 586
obsolete.

SEC. 3. PROCEDURE

.01 The Service administers an offer
in compromise program whereby a tax-
payer may submit an offer to compro-
mise a tax liability based on doubt as to
liability or doubt as to collectibility.
These offers are submitted on Form 656,
Offer in Compromise, which is revised
by the Service when necessary.
.02 The Service will receive for pro-

cessing legible photocopies or computer
generated copies that are verbatim dupli-
cates of the most current, revised ver-
sion of Form 656, Offer in Compromise,
published by the Service when the tax-
payer makes the offer. However, this
procedure only applies to revised ver-
sions of Form 656 showing a revision
date after September 1993. (See Sec. 6
for a description of the revised versions
of Form 656 to which this revenue
procedure applies.) An offer submitted
on a photocopy or computer generated
copy of Form 656 must be printed on
the same size paper the Service uses to
publish Forms 656 at the time the offer
is made. (The Service currently pub-
lishes Form 656 on paper measuring
eight and one-half by eleven inches).
.03 When a taxpayer makes an offer

on a form that appears to be a photo-
copy or computer generated copy of
Form 656, then pursuant to the terms of
that form, the taxpayer authorizes the
Service to treat the copy as a verbatim
duplicate of the Service’s most currently
revised version of Form 656 that has a
revision date after September 1993.
.04 An offer submitted on a photo-

copy or computer generated copy of
Form 656 must bear the taxpayer’s
original signature and initials, if re-
quired. The Service will not process an
offer in compromise bearing a signature
or initials that were duplicated by elec-
tronic or photographic means,i.e., a
facsimile transmission or photocopy.
.05 If a taxpayer submits an offer in

compromise on a photocopy or com-
puter generated copy of Form 656 and
the terms and conditions of the offer
appear on any page other than the front
and reverse sides of the signature page,
then the taxpayer must initial and date
all pages containing terms and condi-
tions of the offer.

.06 The decision whether to process
photocopies or computer generated cop-
ies of Form 656 remains within the
Service’s discretion.

SEC. 4. INQUIRIES

Inquiries regarding this revenue pro-
cedure should be directed to Internal
Revenue Service, Office of Special Pro-
cedures CP:CO:C:SP, 1111 Constitution
Avenue, N.W., Washington, D.C. 20224.

SEC. 5. EFFECT ON OTHER
REVENUE PROCEDURES

This revenue procedure declares Rev.
Proc. 57–41, 1957–2 C.B. 1119 and
Rev. Proc. 80–6, 1980–1 C.B. 586 obso-
lete. Rev. Proc. 57–41 is obsolete be-
cause it required taxpayers to use a re-
vision of Form 656 that is not currently
published or processed by the Service.
Rev. Proc. 80–6 is obsolete because the
delegations and procedural matters de-
scribed therein have been superseded,
i.e., delegations of authority are now set
forth in Delegation Order No. 11 (Rev.
24) and IRM Handbook 1229; all other
procedural matters described therein are
now set forth in Delegation Order No.
11 (Rev. 24), IRM Handbook 1229,
IRM 57(10)0 through 57(10)(23).4, IRM
8(13)20 through 8(13)70, and CCDM
(34)510 through (34)560.

SEC. 6. EFFECTIVE DATE

This revenue procedure is effective
when published. It applies to all revi-
sions of Form 656, Offer in Compro-
mise, showing a revision date after
September 1993. The Service is cur-
rently revising Form 656. The version of
Form 656 currently published by the
Service bears the revision date of Sep-
tember 1993. This revenue procedure
shall not apply to the September 1993
version of Form 656, and the Service
will not process substitute forms based
on that version, but will process substi-
tute forms based on the next revised
version.

DRAFTING INFORMATION

The principal author of this revenue
procedure is Elizabeth Rawlins of the
Office of Assistant Chief Counsel (Gen-
eral Litigation). For further information
regarding this revenue procedure, con-
tact Elizabeth Rawlins on (202) 622–
3630 (not a toll-free call).

26 CFR 601.602: Forms and instructions.
(Also Part I, §§ 6011, 6051, 6071, 6081;
301.6011–2T, 31.6051–1, 31.6071(a)–1, 31.6081
(a)–1)

Rev. Proc. 96–57

SECTION 1. PURPOSE

.01 This revenue procedure provides
automatic extensions of time for (1)
furnishing Form W–2, Wage and Tax
Statement, to employees and (2) filing
Form W–2, with the Social Security
Administration (SSA) as provided in
§§ 31.6051–1(d)(2)(ii) and 31.6081(a)–
1(a)(3)(ii) of the Employment Tax Regu-
lations. These automatic extensions also
apply to Form 499R–2/W–2PR, With-
holding Statement; Form W–2VI, U.S.
Virgin Island Wage and Tax Statement;
Form W–2GU, Guam Wage and Tax
Statement; and Form W–2AS, American
Samoa Wage and Tax Statement. These
automatic extensions are only available
to ‘‘Qualified Employers,’’ as defined
below.

SECTION 2. BACKGROUND

.01 Section 6011(a) of the Internal
Revenue Code provides that any person
made liable for any tax, or for the
collection of the tax, must make a return
or statement according to the forms or
regulations prescribed by the Secretary.
.02 Section 31.6011(a)–1 prescribes

Form 941 as the form to use for persons
required to make a quarterly return
under the Federal Insurance Contribu-
tions Act.
.03 Section 31.6011(a)–4 prescribes

Form 941 as the form to use for persons
required to make a quarterly return of
income tax withheld from wages.
.04 Section 31.6011(a)–6 provides

that an employer who ceases to pay
wages reportable on Form 941 shall file
a final Form 941.
.05 Section 31.6071(a)–1 provides

that Form 941 generally must be filed
on or before the last day of the first
calendar month following the quarter for
which it is made.
.06 Section 6051(a) provides that (1)

every person required to deduct and
withhold income tax, or who would
have been required to deduct and with-
hold if the employee had claimed no
more than 1 withholding exemption, or
(2) every employer engaged in a trade
or business who pays remuneration for
services performed by an employee,
must furnish a written statement to an
employee regarding the remuneration
paid to the employee during the calen-
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dar year. Section 31.6051–1(a) provides
that the statement is Form W–2. Form
W–2 must be furnished to the employee
on or before January 31 of the following
calendar year. If the employee’s employ-
ment is terminated before the close of
the calendar year, however, and the
employee requests the Form W–2 in
writing, the Form W–2 must be fur-
nished to the employee within 30 days
of the later of the written request from
the employee or the last payment of
wages, provided such 30-day period
ends before January 31.
.07 Section 31.6051–1(d)(1)(ii) pro-

vides that, effective January 1, 1997, an
employer who is required to file a final
Form 941 must furnish Forms W–2 to
its employees on or before the date
required for filing the final Form 941. If
the final Form 941 is a monthly return,
as described in § 31.6011(a)–5, the
Forms W–2 must be furnished on or
before the last day of the month in
which the final Form 941 is required to
be filed.
.08 Section 31.6071(a)–1(a)(3)(ii)

provides that, effective January 1, 1997,
an employer who is required to file a
final Form 941 must file Forms W–2 on
or before the last day of the second
calendar month following the period for
which the final Form 941 is filed.
.09 Section 301.6011–2T(b)(2) of the

temporary Regulations on Procedure and
Administration provides that if an em-
ployer is required to file 250 or more
Forms W–2, Forms 499R–2/W–2PR,
Forms W–2VI, Forms W–2GU, or
Forms W–2AS in a calendar year, the
employer must file these forms on mag-
netic media. The 250 return threshold
applies separately to each type of form.
Employers who file less than 250 of
these forms in a calendar year may file
their forms on magnetic media with
SSA, but are not required to do so.
.10 SSA prepares the magnetic media

specifications (Specifications) for filing
Forms W–2 and updates them annually.
SSA updates the Specifications generally
by July of the year to which they apply,
and prints them in Technical Information
Bulletin–4 (TIB–4). Employers may ob-
tain the Specifications by contacting
their Magnetic Media Coordinator (call
1–800–SSA–1213 for the number of the
local coordinator). Employers using a
personal computer and a modem can
download the TIB–4 from either of two
electronic bulletin board systems: SSA–
BBS (410–965–1133) or IRP–BBS(IRS)
(304–264–7070). Employers can gener-

ally obtain the Specifications by either
of these methods in July of the current
year.
.11 SSA mails the TIB–4 to those

employers who filed on magnetic media
in the prior year. SSA mails the TIB–4
early in the fourth quarter of each year
to allow employers sufficient time to
update their payroll systems for prepar-
ing the current year Forms W–2, which
generally are due the last day of Febru-
ary following the year in which the
wages were paid.
.12 SSA also prepares the magnetic

media specifications for Forms 499R–2/
W–2PR, Forms W–2VI, Forms W–2GU,
and Forms W–2AS. These specifica-
tions, which are published in TIB–5
(Forms 499R–2/W–2PR); TIB–6 (Form
W–2VI); and TIB–7 (Forms W–2GU
and Forms W–2AS), are available early
in the fourth quarter of the year to
which they apply.
.13 Section 31.6051–1(d)(2)(ii) pro-

vides that the Commissioner may pub-
lish procedures for automatic extensions
of time to furnish Forms W–2 to em-
ployees where the employer is required
to furnish Forms W–2 on an expedited
basis.
.14 Section 31.6081(a)–1(a)(3)(ii)

provides that the Commissioner may
publish procedures for automatic exten-
sions of time to file Forms W–2 with
SSA where the employer is required to
file Forms W–2 on an expedited basis.
.15 Automatic extensions are appro-

priate for those employers who are
required to (1) furnish Forms W–2 to
employees and file Forms W–2 with
SSA on an expedited basis, and (2) file
Forms W–2 on magnetic media before
the current Specifications are available.
They are also appropriate for those
employers who have filed on magnetic
media in the prior year, even though not
required to do so. While use of mag-
netic media does not apply to Forms
W–2 furnished to employees, an ex-
tended due date for the employee copy
of Forms W–2 is granted to allow the
employer to prepare all the Forms W–2
at approximately the same time.

SECTION 3. SCOPE

.01 Qualified Employers.The auto-
matic extensions of time are available to
‘‘Qualified Employers.’’ A ‘‘Qualified
Employer’’ is an employer who:
1) is required to furnish Forms W–2

to its employees on an expedited basis
under § 31.6051–1(d)(1)(ii) and file

Forms W–2 with SSA on an expedited
basis under § 31.6071(a)–1(a)(3)(ii),
and
2) is either required to file the expe-

dited Forms W–2 with SSA on magnetic
media, or filed Forms W–2 on magnetic
media in the year prior to the year that
expedited Forms W–2 are required
(whether or not the employer was re-
quired to file on magnetic media in the
prior year).
.02 Application to returns filed by

employers for employees in Guam, U.S.
Virgin Islands, American Samoa and
Puerto Rico.Wage and tax statements
filed by employers for employees in
Guam, U.S. Virgin Islands, American
Samoa and Puerto Rico (Form W–2GU,
Form W–2VI, Form W–2AS and Form
499R–2/W–2PR, respectively) are
treated in the same manner as Forms
W–2.

SECTION 4. AUTOMATIC
EXTENSION PERIOD

.01 Qualified Employers must furnish
Forms W–2 to the employees on or
before the later of the expedited due
date under § 31.6051–1(d)(1)(ii) or Oc-
tober 31 of the year in which they file
their final Form 941.
.02 This automatic extension of time

to furnish Forms W–2 to employees
does not relieve an employer of its
obligation to furnish a Form W–2 within
30 days to any employee who makes
such a request in writing under § 6051.
.03 Qualified Employers must file

Forms W–2 on or before the later of the
expedited due date under § 31.6071(a)–
1(a)(3)(ii) or November 30 of the year
in which they file their final Form 941.
.04 These automatic extension peri-

ods remain in effect until new automatic
extension periods are published by the
Commissioner.

SECTION 5. DISCRETIONARY
EXTENSIONS

.01 Qualified Employers may request
additional extensions of time to furnish
Forms W–2 to employees and file
Forms W–2 with SSA. Additional exten-
sions of time are discretionary and
should be requested from the Director,
Martinsburg Computing Center. See
§§ 31.6051–1(d)(2)(i), 31.6081(a)–
1(a)(3)(i) and Form 8809.
.02 Employers who do not meet the

definition of a ‘‘Qualified Employer’’
may request an extension of time to
furnish Forms W–2 to employees and
file Forms W–2 with SSA. These exten-
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sions of time are discretionary and
should be requested from the Director,
Martinsburg Computing Center. See
§§ 31.6051–1(d)(2)(i), 31.6081(a)–
1(a)(3)(i) and Form 8809.

SECTION 6. EFFECTIVE DATE

This revenue procedure is effective
January 1, 1997.

DRAFTING INFORMATION

The principal author of this revenue
procedure is Jean M. Casey of the
Office 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).

26 CFR 601.105: Examination of returns and
claims for refund, credit or abatement; determina-
tion of correct tax liability.
(Also Part I, § 6662.)

Rev. Proc. 96–58

SECTION 1. PURPOSE

.01 This revenue procedure updates
Rev. Proc. 95–55, 1995–2 C.B. 457, and
identifies circumstances under which the
disclosure on a taxpayer’s return of a
position with respect to an item is
adequate for the purpose of reducing the
understatement of income tax under
§ 6662(d) of the Internal Revenue Code
(relating to the substantial understate-
ment aspect of the accuracy-related pen-
alty), and for the purpose of avoiding
the preparer penalty under § 6694(a)
(relating to understatements due to unre-
alistic positions). This revenue proce-
dure does not apply with respect to any
other penalty provision (including the
negligence or disregard provisions of the
§ 6662 accuracy-related penalty).
.02 This revenue procedure applies to

any return filed on 1996 tax forms for a
taxable year beginning in 1996, and to
any return filed on 1996 tax forms in
1997 for short taxable years beginning
in 1997.

SEC. 2. CHANGES FROM REV.
PROC. 95–55

Editorial changes only have been
made in this revenue procedure.

SEC. 3. BACKGROUND

.01 If § 6662 applies to any portion
of an underpayment of tax required to
be shown on a return, an amount equal
to 20 percent of the portion of the

underpayment to which the section ap-
plies is added to the tax. (The penalty
rate is 40 percent in the case of certain
gross valuation misstatements.) Under
§ 6662(b)(2), § 6662 applies to the por-
tion of an underpayment that is attribut-
able to a substantial understatement of
income tax.
.02 Section 6662(d)(1) provides that

there is a substantial understatement of
income tax if the amount of the under-
statement exceeds the greater of 10
percent of the amount of tax required to
be shown on the return for the taxable
year or $5,000 ($10,000 in the case of a
corporation other than an S corporation
or a personal holding company). Section
6662(d)(2) defines an understatement as
the excess of the amount of tax required
to be shown on the return for the
taxable year over the amount of the tax
that is shown on the return reduced by
any rebate (within the meaning of §
6211(b)(2)).
.03 In the case of an item not attrib-

utable to a tax shelter, § 6662(d)(2)-
(B)(ii) provides that the amount of the
understatement is reduced by the portion
of the understatement attributable to any
item with respect to which the relevant
facts affecting the item’s tax treatment
are adequately disclosed on the return or
on a statement attached to the return,
and there is a reasonable basis for the
tax treatment of such item by the tax-
payer.
.04 In general, this revenue procedure

provides guidance in determining when
disclosure is adequate for purposes of
§ 6662(d). For purposes of this revenue
procedure, the taxpayer must furnish all
required information in accordance with
the applicable forms .and instructions,
and the money amounts entered on these
forms must be verifiable. Guidance un-
der § 6662(d) for returns filed in 1994,
1995, and 1996 is provided in Rev.
Proc. 94–36, 1994–1 C.B. 682; Rev.
Proc. 94–74, 1994–2 C.B. 823; and Rev.
Proc. 95–55, 1995–2 C.B. 457, respec-
tively.

SEC. 4. PROCEDURE

.01 Additional disclosure of facts rel-
evant to, or positions taken with respect
to, issues involving any of the items set
forth below is unnecessary for purposes
of reducing any understatement of in-
come tax under § 6662(d) provided that
the forms and attachments are com-
pleted in a clear manner and in accor-
dance with their instructions. The money
amounts entered on the forms must be

verifiable, and the information on the
return must be disclosed in the manner
described below. For purposes of this
revenue procedure, a number is verifi-
able if, on audit, the taxpayer can
demonstrate the origin of the number
(even if that number is not ultimately
accepted by the Internal Revenue Ser-
vice) and the taxpayer can show good
faith in entering that number on the
applicable form.

(1) Form 1040, Schedule A, Item-
ized Deductions:

(a) Medical and Dental Ex-
penses: Complete lines 1 through 4,
supplying all required information.

(b) Taxes: Complete lines 5
through 9, supplying all required infor-
mation. Line 8 must list each type of tax
and the amount paid.

(c) Interest Expense: Complete
lines 10 through 14, supplying all re-
quired information. This section
4.01(1)(c) does not apply to (i) amounts
disallowed under § 163(d) unless Form
4952, Investment Interest Expense De-
duction, is completed, or (ii) amounts
disallowed under § 265.

(d) Contributions: Complete
lines 15 through 18, supplying all re-
quired information. Merely entering the
amount of the donation on Schedule A,
however, will not constitute adequate
disclosure if the taxpayer receives a
substantial benefit from the donation
shown. If a contribution of property
other than cash is made and the amount
claimed as a deduction exceeds $500, a
properly completed Form 8283, Noncash
Charitable Contributions, must be at-
tached to the return. This section
4.01(1)(d) will not apply to any contri-
bution of $250 or more unless the
contemporaneous written acknowledge-
ment requirement of § 170(f)(8) is satis-
fied.

(e) Casualty and Theft Losses:
Complete Form 4684, Casualties and
Thefts, and attach to the return. Each
item or article for which a casualty or
theft loss is claimed must be listed on
Form 4684.

(2) Certain Trade or Business Ex-
penses (including, for purposes of this
section 4.01(2), the following six ex-
penses as they relate to the rental of
property):

(a) Casualty and Theft Losses:
The procedure outlined in section
4.01(1)(e) above must be followed.

(b) Legal Expenses: The amount
claimed must be stated. This section
4.01(2)(b) does not apply, however, to
amounts properly characterized as capi-
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