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Revi sion of the Tax Refund O fset Program

AGENCY: Internal Revenue Service (IRS), Treasury.

ACTI ON: Final regulations.

SUMVARY: This docunent contains final regulations relating to
the adm nistration of the Tax Refund O fset Program (TROP). This
action is necessary because effective January 1, 1999, TROPR,

whi ch had been adm ni stered by the IRS, was fully nerged into the
centralized adm nistrative of fset programknown as the Treasury
O fset Program (TOP), which is adm ni stered by the Financi al
Managenent Service (FM5). These regulations wll affect State
and Federal agencies that participate in TROP.

DATES: Effective Dates: These regul ations are effective Septenber

7, 1999.

Dates of Applicability: For dates of applicability of these

regul ati ons, see 88301.6402-5(h) and 301.6402-6(n).
FOR FURTHER | NFORMATI ON CONTACT: Beverly A. Baughman, (202)622-
4940 (not a toll-free nunber).
SUPPLEMENTARY | NFORVATI ON:
Backgr ound
Thi s docunent contains final regul ations on Procedure and

Adm ni stration (26 CFR part 301) that revise the effective dates
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for regul ations under section 6402(c) and (d). Those subsections
provide rules relating to the offset of past-due support paynents
and debts owed to Federal agencies agai nst Federal tax refunds,
respectively.

On August 31, 1998, a notice of proposed rul emaki ng (REG
104565-97) under section 6402(c) and (d) was published in the
Federal Register (63 FR 46205). Although witten or electronic
comments and requests for a public hearing were solicited, no
comments were received and no public hearing was requested or
hel d. The proposed regul ati ons under section 6402(c) and (d) are
adopted by this Treasury decision w thout revision.

Expl anati on of Provisions

Section 6402(c) provides, in general, that the anmount of any
over paynent to be refunded to the person naking the overpaynent
nmust be reduced by the anbunt of any past-due support (as defined
I n section 464(c) of the Social Security Act) owed by that person
of which the Secretary has been notified by a State in accordance
Wi th section 464 of the Social Security Act.

Section 6402(d) provides, in general, that upon receiving
notice fromany Federal agency that a naned person owes a past-
due, legally enforceable debt to that agency, the Secretary nust
reduce the anount of any overpaynent payable to that person by
the amount of the debt, pay the anmount by which the overpaynent
I's reduced to the agency, and notify the person making the

over paynent that the overpaynment has been reduced.
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Prior to January 1, 1998, the IRS nade offsets pursuant to
section 6402(d) according to regul ations prescribed under
8301.6402-6. Prior to January 1, 1999, the IRS nade offsets
pursuant to section 6402(c) according to regul ations prescribed
under 8301. 6402-5.

Section 31001(v)(2) and (w) of the Debt Collection
| mprovenent Act of 1996 (110 Stat. 1321-375), anended 42 U. S. C
664(a)(2) (A and 31 U. S.C. 3720A(h), respectively, to clarify
that the disbursing agency of the Treasury Departnment nmay conduct
tax refund offsets. The di sbursing agency of the Treasury
Departnent is the Financial Managenent Service (FMS).

The I RS and FMS agreed to nerge the Tax Refund O f set
Program (TROP), which had been administered by the IRS, into the
centralized adm nistrative of fset programknown as the Treasury
O fset Program (TOP), which is admnistered by the FM5. The
merger of the two programs is intended to nmaximze and inprove
the Treasury Departnent's governnent-w de coll ection of nontax
debts, including those subject to offset against the debtor's
federal tax refund. The full nmerger of TROP with TOP occurred on
January 1, 1999.

Fi nal rul es concerning the manner in which the FMS wi ||
adm ni ster the collection of nontax Federal debts after the
merger of TROP with TOP were published by the FM5 in the Federal
Regi ster on August 28, 1998 (63 FR 46140) (codified at 31 CFR
Part 285.2) effective for refunds payable after January 1, 1998.

The regulations in this docunent provide an ending effective date
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for 8301.6402-6 to accommpdate the begi nning effective date of
the FMS regul ations. Accordingly, 8301.6402-6 does not apply to
refunds payabl e after January 1, 1998.

Fi nal rul es concerning the manner in which the FMS wi ||
adm ni ster the collection of past-due support paynents were
publ i shed by the FM5 in the Federal Register on Decenber 30, 1998
(63 FR 72092) (codified at 31 CFR Part 285.3), effective for
refunds payable after January 1, 1999. The regulations in this
docunent provide an ending effective date for 8301.6402-5 to
accommodat e t he beginning date for the full nmerger of TROP with
TOP. Accordingly, 8301.6402-5 does not apply to refunds payable
after January 1, 1999.

Speci al Anal yses

It has been determined that this Treasury decision is not a
significant regulatory action as defined in Executive Oder
12866. Therefore, a regulatory assessnent is not required. It
al so has been determ ned that section 553(b) of the
Adm ni strative Procedure Act (5 U.S.C chapter 5) does not apply
to these regul ati ons, and because these regul ati ons do not inpose
a collection of information on small entities, the Regul atory
Flexibility Act (5 U . S.C. chapter 6) does not apply. Pursuant to
section 7805(f) of the Internal Revenue Code, the notice of
proposed rul emaki ng that preceded these regul ations was submtted
to the Chief Counsel for Advocacy of the Small Business
Adm ni stration for comment on its inpact on small business.

Drafting Information
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The principal author of these regulations is Beverly A
Baughman of the O fice of Assistant Chief Counsel (Incone Tax and
Accounting). However, other personnel fromthe IRS and the
Treasury Departnent participated in the devel opnent of the
regul ati ons.

Li st of Subjects in 26 CFR Part 301

Enpl oynent taxes, Estate taxes, Excise taxes, Gft taxes,

I ncome taxes, Penalties, Reporting and recordkeeping
requirenents.
Adoption of Anmendnents to the Regul ations

Accordingly, 26 CFR part 301 is anended as foll ows:
PART 301- - PROCEDURE AND ADM NI STRATI ON

Paragraph 1. The authority citation for part 301 conti nues
toread in part as foll ows:

Authority: 26 U S.C. 7805 * * *

Par. 2. Section 301.6402-5 is anmended by addi ng paragraph
(h) to read as foll ows:

8301. 6402-5 O fset of past-due support against overpaynents.

* * % * *

(h) Effective dates. This section applies to refunds payabl e

on or before January 1, 1999. For the rules applicable after
January 1, 1999, see 31 CFR part 285.

Par. 3. Section 301.6402-6 is anended by revising paragraph
(n) to read as foll ows:

8301. 6402-6 O fset of past-due, legally enforceabl e debt against

over paynent .



* * % * *

(n) Effective dates. This section applies to refunds

payabl e under section 6402 after April 15, 1992, and on or before
January 1, 1998. For the rules applicable after January 1, 1998,
see 31 CFR part 285.

Bob Wenze
Deputy Conm ssioner of Internal Revenue

Appr oved:

Jonat han Tal i sman
Assi stant Secretary of Treasury



