[ 4830- 01- p]

DEPARTMENT OF THE TREASURY

I nternal Revenue Service

26 CFR Parts 1, 31, 30, and 602
[ TD 8947]

RI'N 1545- AY79

Penal ti es for Underpaynents of Deposits and Overstated Deposit
d ains

AGENCY: Internal Revenue Service (IRS), Treasury.
ACTION: Final regulations and renoval of final regul ations.
SUMVARY: Thi s docunent makes conform ng anendnents to certain
final regulations to reflect the renoval of final regul ations,
relating to the penalty for underpaynent of deposits of taxes and
the penalty for overstated deposit clains. These regulations are
obsol ete due to anendnents to section 6656 of the Interna
Revenue Code. The renoval of these regulations will not affect
t axpayers.
DATES: The anendnents and renoval of these regulations is
effective June 15, 2001.
FOR FURTHER | NFORMATI ON CONTACT: Robin M Tuczak, (202) 622-4940
(not a toll-free nunber).
SUPPLEMENTARY | NFORMATI ON:
Background and Expl anation of Provisions

Thi s docunent renoves two sections fromthe Procedure and
Adm ni stration Regulations (26 CFR part 301) relating to
penal ties for underpaynent of Federal tax deposits and overstated

deposit clains under section 6656 of the Internal Revenue Code.



2
The Omi bus Budget Reconciliation Act of 1989, Public Law 101-239
(103 Stat. 2106, 1989) anmended section 6656, nodifying the
penalty rates relating to a failure to make a Federal tax deposit
and renoving the penalty relating to overstatenment of Federal tax
deposits. These changes have rendered 88301. 6656-1 and
301. 6656- 2 obsol et e.

Section 301.6656-1 was revi sed and 8301. 6656-2 was added by
TD 7925, published in the Federal Register for Decenber 13, 1983
(LR-311-81, 48 FR 5453). Section 301.6656-2 was added to
I npl enment changes nmade by the Econom ¢ Recovery Tax Act of 1981
Public Law 97-34 (95 Stat. 172, 1981). Section 301.6656-1 was
revised to renpve outdated provisions relating to deposits nade
before January 1, 1970, based on the law in effect for those
deposi ts.

Section 301.6656-1 reflects that, at the tine it was
revised, the penalty for underpaynent of deposits was five
percent of the anmpbunt of the underpaynent w thout regard to the
period during which the underpaynent continued, absent reasonable
cause. The Omi bus Budget Reconciliation Act of 1986, Public Law
99-509 (100 Stat. 1874, 1986) anended section 6656 to inpose a
ten percent penalty for underpaynment. The Omi bus Budget
Reconciliation Act of 1989 further anmended this section to
provide for a penalty that is equal to an applicabl e percentage
of the anount of the underpaynent based on the duration of the
under paynment. This regul ation does not reflect the nost recent

anendnents to section 6656. Furthernore, all rel evant
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I nformati on regardi ng under paynent penalties is put forth in the
code section or in other published guidance. This regulation
does not provide any additional guidance regarding the current
under paynent penalties as set forth in section 6656 and therefore
may be renoved.

Section 301. 6656-2 expl ains and expands upon fornmer section
6656(b), Overstated Deposit Clains. The Omi bus Budget
Reconciliation Act of 1989 renoved former section 6656(b), making
this regul ati on obsol ete.

In addition, 8301.6656-3 is redesignated as 8301. 6656- 1.
Further, 881.6302-1(d) and 1.6302-2(d) of the Inconme Tax
Regul ati ons and 8831.6302-1(m (1) and 31.6302(c)-4(a) of the
Enpl oynent Tax Regul ations are revised to renove references to
the renoved regul ati ons under section 6656.

Ef fect on ot her Docunents

The final regulations 88301. 6656-1 and 301. 6656-2 published
In the Federal Register for Decenber 13, 1983 (LR-311-81, 48 FR
5453) are renoved as of June 15, 2001.

Speci al Anal yses

It has been determi ned that the renoval of these regul ations
Is not a significant regulatory action as defined in Executive
Order 12866. Therefore, a regulatory assessnent is not required.
Because this rule nerely renoves regul atory provisions nade
obsol ete by statute, prior notice and comment and a del ayed
effective date are unnecessary and contrary to the public

interest. 5 U S.C. 553(b)(B) and (d). Because no notice of
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proposed rul emaking is required, the Regulatory Flexibility Act
(5 U S.C chapter 6) does not apply.
Drafting Information

The principal author of the renoval of the regulations is
Robin M Tuczak of the O fice of Associate Chief Counsel,
Procedure and Adm ni stration (Adm nistrative Provisions and
Judi cial Practice Division).
Li st of Subjects
26 CFR Part 1

I ncone taxes, Reporting and recordkeeping requirenents.

26 CFR Part 31

Enpl oynent taxes, Incone taxes, Penalties, Pensions,
Railroad retirenment, Reporting and recordkeeping requirenents,
Soci al security, Unenpl oynent conpensati on.

26 CFR Part 301

Enpl oynent taxes, Estate taxes, G ft taxes, Incone taxes,
Penal ties, Reporting and recordkeeping requirenents.

26 CFR Part 602

Reporting and recordkeepi ng requirenents.
Adopti on of Anmendnents to the Regul ations

Accordingly, 26 CFR parts 1, 31, 301, and 602 are anended as
fol | ows:
PART 1--1NCOVE TAXES

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

Authority: 26 U S.C. 7805 * * *
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Par. 2. In 81.6302-1, paragraph (d) is revised to read as
fol | ows:

81.6302-1 Use of Governnent depositaries in connection with

corporation incone and estimated incone taxes and certain taxes

of tax-exenpt organizations.

* * % * *

(d) Failure to deposit. For provisions relating to the

penalty for failure to make a deposit within the prescribed tine,
see section 6656.

Par. 3. In 81.6302-2, paragraph (d) is revised to read as
fol | ows:

81.6302-2 Use of Governnent depositaries for paynent of tax

wi thhel d on nonresident aliens and foreign corporations.

* * % * *

(d) Penalties for failure to nake deposits. For provisions

relating to the penalty for failure to nmake a deposit within the
prescribed tinme, see section 6656.
PART 31-- EMPLOYMENT TAXES AND COLLECTI ON OF | NCOVE TAX AT SOURCE
Par. 4. The authority citation for part 31 continues to
read in part as follows:
Authority: 26 U.S.C. 7805 * * *
Par. 5. In 831.6302-1, paragraph (m (1) is revised to read
as foll ows:

831.6302-1 Federal tax deposit rules for withheld incone taxes

and taxes under the Federal Insurance Contributions Act (FICA)
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attributable to paynents nade after Decenber 31, 1992.

* * % * *

(m * * * (1) Failure to deposit penalty. For provisions

relating to the penalty for failure to nmake a deposit within the
prescribed tinme, see section 6656.

Par. 6. In 831.6302(c)-4, paragraph (a) is revised to read
as foll ows:

831.6302(c)-4 Cross references.

(a) Failure to deposit. For provisions relating to the
penalty for failure to make a deposit within the prescribed tine,
see section 6656.

PART 301- - PROCEDURE AND ADM NI STRATI ON

Par. 7. The authority citation for part 301 continues to
read in part as follows:

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

88301. 6656-1 and 301. 6656-2 [ Renpved]

Par. 8. Sections 301.6656-1 and 301. 6656-2 are renoved.
8301. 6656-3 [ Redesignated as 8301. 6656- 1]

Par. 9. Section 301.6656-3 is redesignated as new
8301. 6656- 1.

PART 602--QOVvB CONTROL NUMBERS UNDER THE PAPERWORK REDUCTI ON ACT

Par. 10. The authority citation for part 602 continues to

read as foll ows:



Authority: 26 U. S.C. 7805.
Par. 11. In 8602.101, paragraph (b) is amended by renoving
the entries for 301.6656-1 and 301.6656-2 fromthe table.

Robert E. Wenzel

Deputy Conm ssioner of Internal Revenue

Approved: June 1, 2001
Mar k A. Wi nber ger

Assi stant Secretary of the Treasury



