
Part III. Administrative, Procedural, and Miscellaneous
Tax on Certain Imported
Substances; Notice of
Determination

Notice 97–22

This notice announces a determina-
tion, under Notice 89–61, 1989–1 C.B.
717, that the list of taxable substances in
§ 4672(a)(3) will be modified to include
diglycidyl ether of bisphenol-A. This
modification is effective April 1, 1992.

Background

Under § 4672(a), an importer or ex-
porter of any substance may request that
the Secretary determine whether that
substance should be listed as a taxable
substance. The Secretary shall add the
substance to the list of taxable sub-
stances in § 4672(a)(3) if the Secretary
determines that taxable chemicals con-
stitute more than 50 percent of the
weight, or more than 50 percent of the
value, of the materials used to produce
the substance. This determination is to
be made on the basis of the predominant
method of production. Notice 89–61 sets
forth the rules relating to the determina-
tion process.

Determination

On February 24, 1997, the Secretary
determined that diglycidyl ether of
bisphenol-A should be added to the list
of taxable substances in § 4672(a)(3),
effective April 1, 1992.
The rate of tax prescribed for

diglycidyl ether of bisphenol-A, under
§ 4671(b)(3), is $7.08 per ton. This is
based upon a conversion factor for ben-
zene of 0.459, a conversion factor for
propylene of 0.494, a conversion factor
for chlorine of 0.833, and a conversion
factor for sodium hydroxide of 0.705.
The petitioner is Dow Chemical Com-

pany, a manufacturer and exporter of
this substance. No material comments
were received on this petition. The fol-
lowing information is the basis for the
determination.
HTS number: 3907.3
CAS number: 025085–99–8
Diglycidyl ether of bisphenol-A

(DGEBA) is derived from the taxable
chemicals benzene, propylene, chlorine,
and sodium hydroxide and produced
predominantly from epichlorohydrin and
bisphenol-A via a two-step reaction.
The stoichiometric material consump-

tion formula for this substance is:

2 C6H6 (benzene) + 4 C3H6 (propylene) + 4 Cl2
(chlorine) + 6 NaOH (sodium hydroxide) + 2 O22
(oxygen) -----� (CH3)2C(C6H4OC3H50)2
(DGEBA) + CH3COCH3 (acetone) + 2 HCl
(hydrogen chloride) + 6 NaCl (sodium chloride) +
5 H2O (water)
Diglycidyl ether of bisphenol-A has

been determined to be a taxable sub-
stance because a review of its
stoichiometric material consumption for-
mula shows that, based on the predomi-
nant method of production, taxable
chemicals constitute 92.95 percent by
weight of the materials used in its
production.
The principal author of this notice is

Ruth Hoffman, Office of Assistant Chief
Counsel (Passthroughs and Special In-
dustries). For further information regard-
ing this notice contact Ruth Hoffman on
(202) 622–3130 (not a toll-free number).

26 CFR 601.105 Examination of returns and
claims for refund, credits or abatement; determi-
nation of correct tax liability.
(Also Part I, Section 6001; 1.6001–1.)

Rev. Proc. 97–22

SECTION 1. PURPOSE

This revenue procedure provides
guidance to taxpayers that maintain
books and records by using an elec-
tronic storage system that either images
their hardcopy (paper) books and
records, or transfers their computerized
books and records, to an electronic
storage media, such as an optical disk.
Records maintained in an electronic
storage system that complies with the
requirements of this revenue procedure
will constitute records within the mean-
ing of § 6001 of the Internal Revenue
Code.

SECTION 2. BACKGROUND

.01 Section 6001 provides that every
person liable for any tax imposed by the
Code, or for the collection thereof, must
keep such records, render such state-
ments, make such returns, and comply
with such rules and regulations as the
Secretary may from time to time pre-
scribe. Whenever necessary, the Secre-
tary may require any person, by notice
served upon that person or by regula-
tions, to make such returns, render such
statements, or keep such records, as the
Secretary deems sufficient to show
whether or not that person is liable for
tax.
.02 Section 1.6001–1(a) of the In-

come Tax Regulations provides that,

except for farmers and wage-earners,
any person subject to income tax, or any
person required to file a return of infor-
mation with respect to income, must
keep such books and records, including
inventories, as are sufficient to establish
the amount of gross income, deductions,
credits, or other matters required to be
shown by that person in any return of
such tax or information.
.03 Section 1.6001–1(e) provides that

the books or records required by § 6001
must be kept available at all times for
inspection by authorized internal rev-
enue officers or employees, and must be
retained so long as the contents thereof
may become material in the administra-
tion of any internal revenue law.

SECTION 3. SCOPE

.01 This revenue procedure applies to
taxpayers who maintain books and
records using an ‘‘electronic storage
system.’’ An electronic storage system is
a system to prepare, record, transfer,
index, store, preserve, retrieve, and re-
produce books and records by either:

(1) electronically imaging hardcopy
documents to an electronic storage me-
dia; or

(2) transferring computerized
books and records to an electronic stor-
age media using a technique such as
‘‘COLD’’ (computer output to laser
disk), which allows books and records
to be viewed or reproduced without the
use of the original program.
.02 The requirements of this revenue

procedure pertain to all matters under
the jurisdiction of the Commissioner of
Internal Revenue including, but not lim-
ited to, income, excise, employment,
and estate and gift taxes, as well as
employee plans and exempt organiza-
tions.
.03 A taxpayer’s use of a third party

(such as a service bureau or time-
sharing service) to provide the taxpayer
with an electronic storage system for its
books and records does not relieve the
taxpayer of the responsibilities described
in this revenue procedure.
.04 Except as otherwise provided in

this revenue procedure, all requirements
of § 6001 that apply to hardcopy books
and records apply as well to books and
records that are stored electronically
pursuant to this revenue procedure.
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SECTION 4. ELECTRONIC
STORAGE SYSTEM
REQUIREMENTS

.01 General Requirements.
(1) An electronic storage system

must ensure an accurate and complete
transfer of the hardcopy or computerized
books and records to an electronic stor-
age media. The electronic storage sys-
tem must also index, store, preserve,
retrieve, and reproduce the electronically
stored books and records.

(2) An electronic storage system
must include:

(a) reasonable controls to ensure
the integrity, accuracy, and reliability of
the electronic storage system;

(b) reasonable controls to pre-
vent and detect the unauthorized cre-
ation of, addition to, alteration of, dele-
tion of, or deterioration of electronically
stored books and records;

(c) an inspection and quality as-
surance program evidenced by regular
evaluations of the electronic storage sys-
tem including periodic checks of elec-
tronically stored books and records;

(d) a retrieval system that in-
cludes an indexing system (within the
meaning of section 4.02 of this revenue
procedure); and

(e) the ability to reproduce leg-
ible and readable hardcopies (within the
meaning of section 4.01(3) of this rev-
enue procedure) of electronically stored
books and records.

(3) All books and records repro-
duced by the electronic storage system
must exhibit a high degree of legibility
and readability when displayed on a
video display terminal and when repro-
duced in hardcopy. The term ‘‘legibil-
ity’’ means the observer must be able to
identify all letters and numerals posi-
tively and quickly to the exclusion of all
other letters or numerals. The term
‘‘readability’’ means that the observer
must be able to recognize a group of
letters or numerals as words or complete
numbers. The taxpayer must ensure that
the reproduction process maintains the
legibility and readability of the elec-
tronically stored document.

(4) The information maintained in
an electronic storage system must pro-
vide support for the taxpayer’s books
and records (including books and
records in an automated data processing
system). For example, the information
maintained in an electronic storage sys-
tem and the taxpayer’s books and
records must be cross-referenced in a

manner that provides an audit trail be-
tween the general ledger and the source
document(s).

(5) For each electronic storage sys-
tem used, the taxpayer must maintain,
and make available to the Service upon
request, complete descriptions of:

(a) the electronic storage system,
including all procedures relating to its
use; and

(b) the indexing system (see sec-
tion 4.02 of this revenue procedure).

(6) At the time of an examination,
or for the tests described in section 5 of
this revenue procedure, the taxpayer
must:

(a) retrieve and reproduce (in-
cluding hardcopies if requested) elec-
tronically stored books and records; and

(b) provide the Service with the
resources (e.g., appropriate hardware
and software, personnel, documentation,
etc.) necessary to locate, retrieve, read,
and reproduce (including hardcopies)
any electronically stored books and
records.

(7) An electronic storage system
must not be subject, in whole or in part,
to any agreement (such as a contract or
license) that would limit or restrict the
Service’s access to and use of the
electronic storage system on the taxpay-
er’s premises (or any other place where
the electronic storage system is main-
tained), including personnel, hardware,
software, files, indexes, and software
documentation.

(8) The taxpayer must retain elec-
tronically stored books and records so
long as their contents may become ma-
terial in the administration of the Inter-
nal Revenue laws under § 1.6001–1(e).

(9) The taxpayer may use more
than one electronic storage system. In
that event, each electronic storage sys-
tem must meet the requirements of this
revenue procedure. Electronically stored
books and records that are contained in
an electronic storage system with re-
spect to which the taxpayer ceases to
maintain the hardware and the software
necessary to satisfy the conditions of
this revenue procedure will be deemed
destroyed by the taxpayer, unless the
electronically stored books and records
remain available to the Service in con-
formity with this revenue procedure.

(10) Taxpayers may use reasonable
data compression or formatting tech-
nologies as part of their electronic stor-
age system so long as the requirements
of this revenue procedure are satisfied.

.02 Requirements of an Indexing Sys-
tem.

(1) For purposes of this revenue
procedure, an ‘‘indexing system’’ is a
system that permits the identification
and retrieval for viewing or reproducing
of relevant books and records main-
tained in an electronic storage system.
For example, an indexing system might
consist of assigning each electronically
stored document a unique identification
number and maintaining a separate data-
base that contains descriptions of all
electronically stored books and records
along with their identification numbers.
In addition, any system used to main-
tain, organize, or coordinate multiple
electronic storage systems is treated as
an indexing system under this revenue
procedure. The requirement to maintain
an indexing system will be satisfied if
the indexing system is functionally com-
parable to a reasonable hardcopy filing
system. The requirement to maintain an
indexing system does not require that a
separate electronically stored books and
records description database be main-
tained if comparable results can be
achieved without a separate description
database.

(2) Reasonable controls must be
undertaken to protect the indexing sys-
tem against the unauthorized creation of,
addition to, alteration of, deletion of, or
deterioration of any entries.
.03 Recommended Practices. The

implementation of records management
practices is a business decision that is
solely within the discretion of the tax-
payer. Records management practices
may include the labeling of electroni-
cally stored books and records, provid-
ing a secure storage environment, creat-
ing back-up copies, selecting an off-site
storage location, retaining hardcopies of
books or records that are illegible or
that cannot be accurately or completely
transferred to an electronic storage sys-
tem, and testing to confirm records
integrity.

SECTION 5. DISTRICT DIRECTOR
TESTING

.01 The District Director may peri-
odically initiate tests of a taxpayer’s
electronic storage system. These tests
may include an evaluation (by actual
use) of a taxpayer’s equipment and
software, as well as the procedures used
by a taxpayer to prepare, record, trans-
fer, index, store, preserve, retrieve, and
reproduce electronically stored docu-
ments. In some instances, the District
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