
Such an approach would not permit the
elimination or restriction of other features
relating to a distribution form, including
the time of commencement, and the right
to receive payments in cash or in kind, to
receive a partial distribution, or to accel-
erate payments.  Under such an approach,
absent other § 411(d)(6) relief, these other
features would have to be retained for
both the single-sum and extended pay-
ment forms.  For example, a participant
would have to be able to receive payment
(under both the single-sum and extended
payment forms) beginning whenever pay-
ments could have begun under any alter-
native form of payment that has been
eliminated or restricted.

Comments are also requested on other
possible approaches, including the fol-
lowing approaches that some have sug-
gested:

•  Permitting amendments that elimi-
nate optional forms of benefit with re-
spect to which participant utilization is
demonstrably very low.  This approach
would require resolution of a variety of
questions.  For example, it would raise
practical issues of substantiation and
would require rules for separating and
combining optional forms of benefit (in
order to measure the utilization of any one
optional form).  Other issues would in-
clude whether only utilization by retirees
or some other class of participants should
be taken into account as the basis for mea-
surements (such as all participants retiring
within a specified period), and how such a
utilization approach might coordinate
with other § 411(d)(6) relief.

•  Permitting amendments that elimi-
nate optional forms of benefit that apply
with respect to no more than a small por-
tion of participants’ benefits (such as
cases in which an optional form of benefit
is inapplicable to benefits attributable to
contributions made after a specific date
and the prior benefits represent no more
than a small percentage of a participant’s
total benefit).

•  Permitting amendments that elimi-
nate optional forms of benefit if the effec-
tive date of the amendment is deferred for
some period of years.

The Service and Treasury are also con-
sidering whether it would be appropriate
to develop additional relief for elective
transfers between defined contribution
plans.  Such relief would apply under cer-

tain conditions, for example, where em-
ployees are transferred to a new con-
trolled group in connection with an acqui-
sition.  This would permit employers to
allow employees of an acquired business
to elect to have their benefits transferred
between defined contribution plans, even
though the benefits may not yet be distrib-
utable.  Comments are requested on this
approach and on whether the approach
should be limited to situations in which
both plans are of the same type (for exam-
ple, the approach would be available if
both plans are profit-sharing plans with
qualified cash or deferred arrangements),
or whether the transferee plan should
merely be required to retain the distribu-
tion restrictions and other relevant charac-
teristics of the transferor plan.

DEFINED BENEFIT PLANS

Defined benefit plans have special
characteristics, including benefit payment
calculation specifications and possible re-
tirement-type subsidies (for which 
§ 411(d)(6)(B) does not authorize the is-
suance of regulatory relief).  See also S.
Rep. No. 575, 98th Cong., 2d Sess. 30
(1984) (addressing issues with respect to
elimination of optional forms of benefit).
These features are not characteristic of
defined contribution plans and provide
special protections to participants.  Com-
ments are invited on whether additional 
§ 411(d)(6) relief is appropriate in the
context of defined benefit plans and, if so,
how any relief might adequately take ac-
count of the special characteristics of de-
fined benefit plans.

COMMENTS REQUESTED

The Service and Treasury invite com-
ments on the possible approaches de-
scribed in this notice.  It is anticipated that
further guidance in this area would take
the form of proposed regulations.  Com-
ments should be submitted by August 31,
1998, in writing, and should reference
Notice 98–29.  Comments may be sub-
mitted by mail to—

Internal Revenue Service
P.O. Box 7604
Ben Franklin Station
Attn:  CC:CORP:T:R (Notice 98–
29), Room 5226
Washington, DC  20044;

or may be hand delivered between the
hours of 8 a.m. and 5 p.m. to

CC:DOM:CORP:R (Notice 98–29),
Courier’s Desk, Internal Revenue Build-
ing, 1111 Constitution Avenue NW,
Washington, DC.  Alternatively, com-
ments may be submitted via the Internet
at http://www.irs.ustreas.gov/prod/
tax_regs/comments.html

DRAFTING INFORMATION

The principal authors of this notice are
Linda Marshall of the Office of the Asso-
ciate Chief Counsel (Employee Benefits
and Exempt Organizations) and Kenneth
Conn of the Employee Plans Division.
For further information regarding this no-
tice, please contact Ms. Marshall at (202)
622-6030 or Mr. Conn at (202) 622-6214.
These are not toll-free numbers.

Electronic Funds Transfer—
Temporary Waiver of Failure to
Deposit Penalty for Certain
Taxpayers 

Notice 98–30
This notice provides guidance relating

to the waiver of penalties announced in
News Release IR–98–28, issued March
31, 1998.  In IR–98–28, the Internal Rev-
enue Service announced that it will waive
the failure to deposit penalty under § 6656
of the Internal Revenue Code for certain
taxpayers first required to make federal
tax deposits by electronic funds transfer
beginning on or after July 1, 1997. 

BACKGROUND

Section 6302(h)(1)(A) provides that the
Secretary will prescribe regulations nec-
essary for the development and imple-
mentation of an electronic funds transfer
system for the collection of depository
taxes.  Section 6302(h)(2) provides a
phase-in schedule for the system.   

Section 31.6302–1(h) of the Employ-
ment Taxes and Collection of Income Tax
at Source Regulations prescribes rules for
implementing an electronic funds transfer
system for the collection of depository
taxes.  Under the regulation, taxpayers are
required to deposit taxes by electronic
funds transfer if the amount of their de-
pository taxes in a specified earlier year
exceeds the applicable threshold amount.
The regulation provides that taxpayers
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with more than $50,000 of federal em-
ployment tax deposits in calendar year
1995 must use electronic funds transfer to
make deposits that are due on or after July
1, 1997 and relate to return periods begin-
ning on or after January 1, 1997.  Taxpay-
ers with more than $50,000 in employ-
ment tax deposits in calendar year 1996
must use electronic funds transfer to make
deposits of taxes relating to return periods
beginning on or after January 1, 1998.  In
addition, taxpayers with no employment
tax deposits but with more than $50,000
in other federal tax deposits in either 1995
or 1996 must use electronic funds transfer
to make deposits of taxes relating to re-
turn periods beginning on or after January
1, 1998.

Section 6656(a) provides that in the
case of any failure by any person to de-
posit taxes on the prescribed date in an
authorized government depository, a
penalty applies unless the failure is due to
reasonable cause and not due to willful
neglect.  Rev. Rul. 95–68, 1995–2 C.B.
272, provides that, absent reasonable
cause, a taxpayer that is required to de-
posit federal taxes by electronic funds
transfer is subject to the 10 percent failure
to deposit penalty if the taxpayer deposits
the taxes by means other than electronic
funds transfer.

Notice 97–43, 1997–30 I.R.B. 9, pro-
vides that, in the case of taxpayers first re-
quired to deposit electronically on or after
July 1, 1997, the Internal Revenue Ser-
vice will not impose the failure to deposit
penalty under § 6656 solely for the failure
to make the deposit electronically.  This
waiver applies only to deposit obligations
incurred on or before December 31, 1997.

Section 931 of the Taxpayer Relief Act
of 1997, Pub. L. No. 105–34, 111 Stat.
881, provides that no penalty shall be im-
posed under the Internal Revenue Code
solely by reason of a failure by a person to
use the electronic fund transfer system es-
tablished under § 6302(h) of the Code if
(1) the person is a member of a class of
taxpayers first required to use such sys-
tem on or after July 1, 1997, and (2) the
failure occurs before July 1, 1998.

TEMPORA RY WAIVER OF PENA LTY
FOR CERTAI N TAXPAYERS

For taxpayers first required to make
federal tax deposits electronically on or

after July 1, 1997, the Service will not im-
pose the 10 percent § 6656 penalty solely
for the failure to make those deposits by
electronic funds transfer.  However, a tax-
payer will remain liable for the failure to
deposit penalty under § 6656 (absent rea-
sonable cause) if the taxpayer fails to
make a required deposit (using either
electronic funds transfer or a paper
coupon) in a timely manner.

This waiver of the failure to deposit
penalty applies only to deposit obligations
incurred on or before December 31, 1998.
The penalty waiver includes deposits
made after December 31, 1998, provided
the deposit obligation was incurred on or
before December 31, 1998.  

This waiver of the failure to deposit
penalty does not apply to taxpayers that
were required to begin using electronic
funds transfer in 1995 or 1996.  

DRAFTING INFORM ATION

The principal author of this notice is
Vincent G. Surabian of the Office of As-
sistant Chief Counsel (Income Tax and
Accounting).  For further information re-
garding the penalty waiver, contact Mr.
Surabian at (202) 622-4940 (not a toll-
free call). 

issue as an accounting method change and
to make the change in the earliest taxable
year under examination with a § 481(a)
adjustment and a 1-year § 481(a) adjust-
ment period.  The proposed revenue pro-
cedure does not alter the authority of Ap-
peals or counsel for the government to
resolve or settle any accounting method
issues.

The Service intends to publish addi-
tional guidance making the Coordinated
Examination Program (CEP) early refer-
ral process provided in Rev. Proc. 96–9,
1996–1 C.B. 575, available to non-CEP
taxpayers for the resolution of accounting
method issues.  This will permit faster
resolution of timing issues that non-CEP
taxpayers want to refer to Appeals.

In addition, the Service intends to pub-
lish guidance that will delegate limited
discretionary authority to Examination to
resolve certain accounting method issues,
allow taxpayers and the Service to re-
solve accounting method issues for tax-
able years beyond the years under exami-
nation, before Appeals, or before a
federal court, and permit taxpayers under
examination who otherwise cannot re-
quest certain voluntary changes in
method of accounting from an impermis-
sible method to request such changes
without audit protection.  The Service
also intends to publish guidance that pro-
vides a model closing agreement for Ser-
vice-init iated accounting method
changes.  This guidance will increase the
number of accounting method issues that
the Service may resolve earlier in the ex-
amination/appeals process, provide a
more efficient use of Service and tax-
payer resources, and facilitate greater
uniformity in the Service’s resolution of
accounting method issues.

The Service welcomes comments on
the proposed revenue procedure provided
in this notice.  Comments should be sub-
mitted by July 31, 1998, either to:

Internal Revenue Service
P. O. Box 7604
Ben Franklin Station
Washington, DC 20044
Attn:  CC:DOM:CORP:R (IT&A,
Branch 7), Room 5228

or electronically via:
http://ww w.irs.ustreas.gov/prod/tax_regs/
comments.html (the Service internet site).


