~  DEPARTMENT OF THETREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

COMMISSIONER

December 5, 2006

The Honorable Max Baucus
Ranking Member
Committee on Finance
United States Senate
Washington, D.C. 20510

Dear Senator Baucus:

| am responding to your recent inquiry regarding enactment of legislation later this year
that would extend a number of expiring or expired federal tax provisions. We are
operating at full capacity to get ready for the upcoming filing season. Due to changes
already underway to accommodate split refunds and telephone excise tax refunds, the
2007 filing season already poses significant challenges for us. Enactment of extender
legislation later this year will create additional challenges. However, we will make every
effort to implement any changes the Congress enacts to ensure a successful filing
season and minimal disruptions to tax filers.

| hope the following responses to your questions are helpful.

1. Will paper forms, instructions, and publications be designed and printed to
conform with current law - that is, without the extender provisions?

We always send tax forms, instructions, and publications to print reflecting the law in
effect at that time. They do not reflect pending legislation. However, where relevant,
we include appropriate cautions notifying taxpayers of pending legislation.

2. On what date will the forms, instructions, and publications be sent to the
printer(s)?

The date depends on the product. Form 1040 tax packages went to the printer on
November 6, 2006, and Form 1040A went on November 13, 2006. Other individual and
business tax products affected by the extender legislation have gone to print during
November, and in all but a few instances, by December 31, 2006. Finally, there are a
handful of products, primarily affecting estate tax, tax exempt bonds, and miscellaneous
items that will go to print after December 31,

3. On what date will the printer(s) begin to produce the forms, instructions, and
publications?

Printers begin print production when they receive the copy.



4. On what date will paper form, instructions and publications be available to the
public?

Forms, instructions, and publications are available on our web site (www.irs.gov) within
72 hours of the time we finalize the products and release them for print. Individual
taxpayers who file paper returns should begin receiving printed tax packages starting
December 26, 2006. Other printed products should be available to the public the first
week in January 2007.

5. If Congress enacts the extenders in the lame duck session, how long will it take
for the IRS to revise the applicable forms, instructions, and publications and send
the revised versions to the printer(s), how soon can the printer(s) begin
production, and how soon will the forms, instmctrons, and publications be
available to the public?

As stated above, the individual Forms 1040 and 1040A and instructions already went to
print without reflecting the extenders. If the Congress enacts the extender legislation
this year, we would tell taxpayers through various methods, such as our web site and
Publication 553, Highlights of 2006 Tax Changes, how to claim the tuition and fees
deduction and educator expenses on the tax return. We would issue sales tax tables as
a separate publication and make them available on our web site. As an example, it may
take four to six weeks to mail out the sales tax table publication.

6. If Congress enacts the extenders in the lame duck session, how will the IRS
notify taxpayers of the late changes in the law? What happens to the obsolete
forms, instructions, and publications? How will the IRS ensure that taxpayers do
not mistakenly obtain and use the obsolete forms, instructions, and publications?

We will publicize the changes and explain how to claim the deductions on the affected
forms through various methods, such as our web site and Publication 553. We wouid
not reprint tax products this filing season to reflect the new legislation.

7. Provide a complete list of forms, instructions, and publications that would be
affected, assuming that Congress enacts the extenders in a lame duck session.

The enclosed table lists the forms, instructions, and publications that the extenders
would affect.

8. Will IRS information systems be programmed to conform with current law?

We program our retumns processing systems to reflect current law. We will need to
make changes to these systems if the Congress enacts the extender legislation.






