
 
 

Extension of the Effective Date
of the Classification Settlement
Program

Notice 98–21

The Internal Revenue Service is ex-
tending the Classification Settlement Pro-

gram or “CSP” until further notice .  The
CSPis an optional settlement program that
allows businesses and tax examiners to re-
solve worker classification cases as early
in the administrative process as possible,
thereby reducing taxpayer burden. In the
CSP, examiners can offer a business under
audit a worker classification settlement
using a standard closing agreement devel-
oped for this purpose.  The CSP proce-
dures also ensure that the taxpayer relief
provisions under section 530 of the Rev-
enue Act of 1978 are properly applied.  

The Service implemented the CSP in
March 1996 on a two-year trial basis.  Re-
view of the program and feedback from
the public have indicated that the program
is successful in facilitating early resolu-
tion of cases.

Taxpayer participation in the CSP is en-
tirely voluntar y.  A taxpayer declining to
accept a settlement offer retains all rights
to administrative appeal that exist under
the Service’s current IRS procedures and
all existing rights to judicial review.

DRAFTING INFORM ATION

The principal author of this notice is
Greg Christensen of the Office of Em-
ployment Tax Administration and Com-
pliance.  For further information regard-
ing this notice, please contact Mr .
Christensen at 202-622-3650 (not a toll-
free number).

 

local bond.  Section 103(b)(1) provides
that § 103(a) shall not apply to any private
activity bond that is not a “qualified
bond” within the meaning of § 141.  Sec-
tion 141(e) provides that the term “quali-
fied bond” includes any private activity
bond that (1) is a qualified mortgage
bond, (2) meets the volume cap require-
ments under § 146, and (3) meets the ap-
plicable requirements under § 147.

.02 Section 143(a)(1) provides that the
term “qualified mortgage bond” means a
bond that is issued as part of a “qualified
mortgage issue”.  Section 143(a)(2)(A)
provides that the term “qualified mort-
gage issue” means an issue of one or more
bonds by a state or political subdivision
thereof, but only if (i) all proceeds of the
issue (exclusive of issuance costs and a
reasonably required reserve) are to be
used to finance owner -occupied resi-
dences; (ii) the issue meets the require-
ments of subsections (c),(d),(e),(f),(g),
(h),(i), and (m)(7) of § 143; (iii) the issue
does not meet the private business tests of
paragraphs (1) and (2) of § 141(b); and
(iv) with respect to amounts received
more than 10 years after the date of is-
suance, repayments of $250,000 or more
of principal on financing provided by the
issue are used not later than the close of
the first semi-annual period beginning
after the date the prepayment (or com-
plete repayment) is received to redeem
bonds that are part of the issue.  

.03 Section 143(f) imposes eligibility
requirements concerning the maximum
income of mortgagors for whom financ-
ing may be provided by qualified mort-
gage bonds.  Section 25(c)(2)(A)(iii)(IV)
provides that recipients of mortgage
credit certificates must meet the income
requirements of § 143(f).  Generally,
under §§ 143(f)(1) and 25(c)(2)(A)(iii)-
(IV), these income requirements are met
only if all owner-financing under a quali-
fied mortgage bond and all certified in-
debtedness amounts under a mortgage
credit certificate program are provided to
mortgagors whose family income is 115
percent or less of the applicable median
family income.  Under § 143(f)(6), the in-
come limitation is reduced to 100 percent
of the applicable median family income if
there are fewer than three individuals in
the family of the mortgagor.

.04 Section 143(f)(4) provides that the
term “applicable median family income”
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