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ACTI ON:  Final regul ations.

SUMVARY: This docunent contains final regulations relating to
certain changes made to the | aw by the Tax Reform Act of 1984.
These final regul ations are necessary to update, clarify, and
reorgani ze the rules and procedures for making paynents of
estimated inconme tax by individuals. These final regulations
do not inpose any new requirenments for taxpayers.

DATES: Effective Date: These final regulations are effective

Sept enber 2, 2005.

FOR FURTHER | NFORMATI ON CONTACT: Tati ana Bel enkaya of the
O fice of Associate Chief Counsel (Procedure and

Adm ni stration), (202) 622-4910 (not a toll-free number).
SUPPLEMENTARY | NFORMATI ON:

Backgr ound

Thi s docunent contains amendnents to 26 CFR part 1



Section 412 of the Tax Reform Act of 1984, Public Law 98-369
(98 Stat. 792), repeal ed section 6015 of the Internal Revenue
Code (Code), which required individuals to file declarations
of estimated income tax. Public Law 98-369 (98 Stat. 792) is
effective for taxable years beginning after December 31, 1984,
however, individual taxpayers still must pay estimated tax in
gquarterly install ments under section 6654 of the Code.

Expl anati on of Provisions

I n general, section 6654(a) of the Code provides that in
the case of any underpaynent of estimated tax by an
i ndi vidual, there shall be added to the tax under chapter 1
and the tax under chapter 2 for the taxable year an ampunt
det erm ned by applying (1) the underpaynent rate established
under section 6621, (2) to the amount of the underpaynent, (3)
for the period of the underpaynent. Section 6654(m
aut horizes the Secretary to prescribe such regul ati ons as nmay
be necessary to carry out the purposes of section 6654.

Prior to its repeal in 1984, section 6015 of the Code,
and 881.6015(a)-1 through 1.6015(j)-1 of the Income Tax
Regul ati ons, provided rules for making declarations of
estimated incone tax by individuals. Section 6015 of the Code
was repeal ed for taxable years beginning after Decenmber 31
1984. The repeal of section 6015 rendered 8§81.6015(a)-1
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t hrough 1.6015(j)-1 obsolete, except to the extent that
portions of these sections provide guidance still relevant to
t he paynent of estinmated tax under section 6654.

These final regul ations renove 881.6015(a)-1 through
1.6015(j)-1, revise §81.6654-2 and 1.6654-3, and add §§1.6654-
5 and 1.6654-6. Renoving the obsol ete decl arati on of
estimated incone tax regul ations and revising the current
estimated income tax regulations will clarify the estimated
income tax regulations under section 6654 of the Code.

Renmoval of 881.6015(a)-1 through 1.6015(j)-1 also alleviates
any confusion under the current section 6015 regul ati ons,

whi ch address relief fromjoint and several liability for an

i ndi vi dual who has made a joint return. Adding 881.6654-5 and
1.6654-6 will provide additional instructions for determ ning
estimted tax paynments and additional guidance for nonresident
alien individuals required to nmake esti mated tax paynents.
Speci al Anal yses

Because these regul ations are interpretative and
generally re-codify, under an existing statute, existing rules
promul gated under a prior statute, notice and public coment
procedures are not required pursuant to 5 U S.C. 553(b)(A) and
(B), and a del ayed effective date is not required pursuant to
5 U.S.C. 553(d)(2) and (3). Because no notice of proposed
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rul emaki ng is required, the provisions of the Regul atory
Flexibility Act, 5 U S.C. 601 (et seq.) do not apply.
Further, because this Treasury decision is not a significant
regul atory action for purposes of Executive Order 12866, a
regul atory assessnent is not required. Pursuant to section
7805(f) of the Code, these regulations were submtted to the
Chi ef Counsel for Advocacy of the Small Business
Adm ni stration for conment on their inpact on small business.
Drafting Information

The princi pal author of these regulations is Tatiana
Bel enkaya, O fice of Associate Chief Counsel (Procedure and
Adm ni stration), Adm nistrative Provisions and Judi ci al
Practice Division.
List of Subjects in 26 CFR Part 1

| ncone taxes, Reporting and recordkeepi ng requirenents.
Adoption of Amendnents to the Regul ations

Accordingly, 26 CFR part 1 is anended as foll ows:
PART 1--1 NCOVE TAXES

Paragraph 1. The authority citation for part 1 continues
to read in part as follows:

Aut hority: 26 U. S.C. 7805***
881.6015(a)-1 through 1.6015(j)-1 [ Renpved]

Par. 2. Sections 1.6015(a)-1 through 1.6015(j)-1 are

4



renoved.
Par. 3. Section 1.6654-2 is anmended by:
1. Revi sing the | ast sentence of paragraph (e)(1)(ii).
2. Addi ng paragraphs (e)(5), (e)(6), and (e)(7).
The revision and additions read as foll ows:

81.6654-2 Exceptions to inposition of the addition to the tax
in the case of individuals.

* k kk %k

(e)***
(1)***
(ii)*** For rules with respect to the allocation of joint

paynments of estimated tax, see 81.6654-2(e)(5).

*kkk*x

(5) Joint paynents of estimated tax--(i) Ln_general. A

husband and wi fe may make a joint paynent of estimated tax
even though they are not |living together. However, a joint
paynent of estimated tax may not be made if the husband and

wi fe are separated under a decree of divorce or of separate
mai nt enance. A joint paynent of estimated tax may not be made
if the taxpayer's spouse is a nonresident alien (including a
nonresident alien who is a bona fide resident of Puerto Rico
or a possession to which section 931 applies during the entire

t axabl e year), unless an electionis in effect for the taxable



year under section 6013(g) or (h) and the regulations. In
addition, a joint paynent of estimated tax may not be made if
t he taxpayer’s spouse has a taxable year different fromthat
of the taxpayer. |If a joint paynent of estimated tax is nade,
t he amount estimated as the income tax inposed by chapter 1 of
the Internal Revenue Code nust be conputed on the aggregate
esti mated taxable income of the spouses (see section
6013(d)(3) and 81.2-1), whereas, if applicable, the anmount
estimted as the self-enploynment tax inmposed by chapter 2 of
the Internal Revenue Code nust be conputed on the separate
esti mted sel f-enployment incone of each spouse. See sections
1401 and 1402 and 81.6017-1(b)(1). The liability with respect
to the estimated tax, in the case of a joint paynent, shall be
joint and several.

(ii1) Application to separate returns. (A) Although a

husband and wife nmay make a joint paynent of estimated tax,

t hey, nevertheless, can file separate returns. |f they make a
joint paynment of estimated tax and file separate returns for
the same taxable year with respect to which the joint paynent
was made, the payment made on account of the estimted tax for
t hat taxable year may be treated as a paynent on account of
the tax liability of either the husband or wife for the

t axabl e year, or may be divided between themin such manner as
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t hey may agree.

(B) In the event the husband and wife fail to agree to a
di vision of the estimted tax paynment, such paynent shall be
all ocated between themin accordance with the follow ng rule.
The portion of such paynment to be allocated to a taxpayer
shall be that portion of the aggregate of all such paynents as
t he amount of tax inposed by chapter 1 of the Internal Revenue
Code shown on the separate return of the taxpayer (plus, if
appl i cabl e, the ampbunt of tax inmposed by chapter 2 of the
| nternal Revenue Code shown on the return of the taxpayer)
bears to the sum of the taxes inposed by chapter 1 of the
I nternal Revenue Code shown on the separate returns of the
t axpayer and the spouse (plus, if applicable, the sum of the
t axes i nmposed by chapter 2 of the Internal Revenue Code shown
on the separate returns of the taxpayer and the spouse).

(6) Exanple. The rule described in paragraph (e)(5) of
this section may be illustrated by the foll owi ng exanpl e:

Exanple. (i) H and Wmake a joint paynment of estimated
tax of $19,500 for the taxable year. H and W subsequently
file separate returns for the taxable year showi ng tax inposed
by chapter 1 of the Internal Revenue Code in the amount of
$11, 500 and $8, 000, respectively. |In addition, H s return
shows a tax inposed by chapter 2 of the Internal Revenue Code
in the amunt of $500. H and Wfail to agree to a division of

the estimated tax paid. The anount of the aggregate estimted
tax paynents allocated to His determ ned as foll ows:

(A) Chapter 1 tax shown on H'S retUrn .. ... e $11, 500

(B) Plus: Ampunt of tax inposed by chapter 2 shown on Hs return .................... $500
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(C Total taxes inposed by chapter 1 and by chapter 2 shown on Hs return ........ $12, 000

(D) Amount of tax inposed by chapter 1 shown on Ws return ........................ $8, 000
(E) Total taxes inmposed by chapter 1 and by chapter 2 on both Hs and Ws ......... $20, 000
returns

(F) Proportion of taxes shown on Hs return to total amount ......... ($12, 000/ $20, 000) 60%

of taxes shown on both Hs and Ws returns

(G Amount of estimated tax paynments allocated to H (60% of $19,500) .............. $11, 700
(ii) Accordingly, Hs return would show a bal ance due in

t he anount of $300 ($12,000 taxes shown | ess $11, 700 esti mat ed
tax allocated).

(7) Death of spouse. (i) A joint paynent of estimted

tax may not be made after the death of either the husband or
wi fe. However, if it is reasonable for a surviving spouse to
assunme that there will be filed a joint return for hinself and
t he deceased spouse for his taxable year and the | ast taxable
year of the deceased spouse, he nmay, in making a separate
paynent of estimated tax for his taxable year which includes
the period conprising such | ast taxable year of his spouse,
estimte the anount of the tax inposed by chapter 1 of the
| nternal Revenue Code on his and his spouse's taxable incone
on an aggregate basis and conpute his estimated tax with
respect to chapter 1 tax in the sane manner as though a joint
return had been fil ed.

(ii) If a husband and wi fe make a joint paynment of
estimted tax and thereafter one spouse dies, no further

payments of joint estimated tax liability are required from



the estate of the decedent. The surviving spouse, however,
shall be liable for the paynment of any subsequent installnents
of the joint estimated tax. For the purpose of making an
amended paynment of estimated tax by the surviving spouse, and
the allocation of payments made pursuant to a joint payment of
estimted tax between the surviving spouse and the | egal
representative of the decedent in the event a joint return is
not filed, the paynent of estimted tax may be divi ded between
t he decedent and the surviving spouse in such proportion as
t he surviving spouse and the | egal representative of the
decedent may agree.

(iii) I'f the surviving spouse and the | egal
representative of the decedent fail to agree to a division of
a paynent, such paynent shall be allocated in accordance with
the followi ng rule. The portion of such paynment to be
all ocated to the surviving spouse shall be that portion of the
aggregat e amount of such paynments as the anmount of tax inposed
by chapter 1 of the Internal Revenue Code shown on the
separate return of the surviving spouse (plus, if applicable,
t he amount of tax inposed by chapter 2 of the Internal Revenue
Code shown on the return of the surviving spouse) bears to the
sum i nposed by chapter 1 of the Internal Revenue Code shown on
the separate returns of the surviving spouse and of the
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decedent (plus, if applicable, the sumof the taxes inposed by
chapter 2 of the Internal Revenue Code shown on the returns of
t he surviving spouse and of the decedent); and the bal ance of
such paynents shall be allocated to the decedent. This rule
may be illustrated by anal ogi zing the surviving spouse
described in this rule to Hin the exanple contained in
paragraph (e)(6) of this section and the decedent in this rule
to Win that exanple.

Par. 4. Section 1.6654-3 is amended by revising
paragraph (a) to read as foll ows:

81.6654-3 Short taxable years of individuals.

(a) ILn_general. The provisions of section 6654, with

certain nodifications relating to the application of section
6654(d), which are explained in paragraph (b) of this section,
are applicable in the case of a short taxable year.
S—_—
§1.6654-5 [ Redesi gnated as 8§1.6654- 7]
Par. 5. Section 1.6654-5 is redesignated as 81.6654-7.
Par. 6. New 81.6654-5 is added to read as foll ows:

81.6654-5 Paynents of estinmated tax.

(a) In_general. A paynent of estimated tax by an

i ndi vi dual shall be determ ned on Form 1040- ES. For the
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pur pose of determ ning the estimted tax, the anmount of gross
i ncome which the taxpayer can reasonably expect to receive or
accrue, dependi ng upon the method of accounting upon which
taxabl e income is conputed, and the anount of the estimted
al | owabl e deductions and credits to be taken into account in
conputing the amount of estimated tax, shall be determ ned
upon the basis of the facts and circunmstances existing at the
time prescribed for determning the estimated tax, as well as
t hose reasonably to be anticipated for the taxable year. |If,
therefore, the taxpayer is enployed at the date prescribed for
maki ng an estimted tax paynment at a given wage or salary, the
t axpayer should presunme, in the absence of circunstances
indicating the contrary, for the purpose of the estimted tax
payment that such enploynent will continue to the end of the
t axabl e year at the wage or salary received by the taxpayer as
of such date. |In the case of incone other than wages and
salary, the regularity in the paynment of incone, such as
di vi dends, interest, rents, royalties, and incone arising from
estates and trusts is a factor to be taken into consideration.
Thus, if the taxpayer owns shares of stock in a corporation,
and di vidends have been paid regularly for several years upon
the stock, the taxpayer should, in the absence of information
indicating a change in the dividend policy, include the
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prospective dividends fromthe corporation for the taxable
year as well as those actually received in such year prior to
determining the estimated tax. |In the case of a taxpayer
engaged in business on his own account, there shall be nmade an
estimte of gross income and deductions and credits in the
light of the best available information affecting the trade,
busi ness, or profession.

(b) Conputation of estimated tax. In conputing the

estimted tax the taxpayer should take into account the taxes,
credits, and other ampunts listed in 81.6654-1(a)(4).
Par. 7. Section 1.6654-6 is added to read as foll ows:

81.6654-6 Nonresident alien individuals.

(a) ILn _general. A nonresident alien individual is

required to nake a paynent of estimated tax if that

i ndi vidual’s gross incone neets the requirenments of section
6654 and 81.6654-1. In making the determ nati on under section
6654 as to whether the anount of the gross incone of a
nonresident alien individual is such as to require making a
payment of estimated income tax, only the filing status
relating to a single individual (other than a head of
househol d) or to a married individual not entitled to file a

joint return shall apply, unless an election is in effect
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for the taxable year under section 6013(g) or (h) and the
regul ati ons.

(b) Determ nation of gross incone. To deternine the

gross inconme of a nonresident alien individual who is not, or
does not expect to be, a bona fide resident of Puerto Rico or
a possession to which section 931 applies during the entire
t axabl e year, see section 872 and 8§81.872-1 and 1.872-2. To
determ ne the gross incone of a nonresident alien individual
who is, or expects to be, a bona fide resident of Puerto Rico
or a possession to which section 931 applies during the entire
t axabl e year, see section 876 and the regul ations. For rules
for determ ni ng whether an individual is a bona fide resident
of a United States possession (including Puerto Rico), see
section 937 and the regul ati ons.

Deputy Comm ssioner for Services and

Enf or cenent .
Mark E. Matt hews

Approved: August 21, 2005

Acting Deputy Assistant Secretary of the
Treasury.
Eri c Sol onon
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