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2. Section 510.600 is amended in the 
table in paragraph (c)(1) by 
alphabetically adding a new entry for 
“Pet Products Plus, Inc.,” and in the 
table in paragraph (c)(2) by numerically 
adding a new entry for "059447” to read 
as follows:

§ 510.600 Names, addresses, and drug 
labeler codes of sponsors of approved 
applications.
* * * * *

(C )* * *

( 1 ) * * *-

Firm name and address
Drug

labeler
code

* • • «
Pet Products Plus, Inc., 45 Corporate

Woods Dr., Bridgeton, MO 63044............
* ■ *■ • •

*

059447
•

( 2 ) * * *

Drug
labeler
code

Firm name and address

059447
* * t * * 

Pet Products Plus, Inc., 45 Corporate 
Woods Dr., Bridgeton, MO 63044

PART 520—ORAL DOSAGE FORM 
NEW ANIMAL DRUGS

3. The authority citation for 21 CFR 
part 520 continues to read as follows:

Authority: Sec. 512 of the Federal Food, 
Drug, and Cosmetic Act (21 U.S.C. 360b).

§ 520.1806 [Amended]

4. Section 520.1806 Piperazine 
monohydrochloride liquid is amended in 
paragraph (b) by removing ”017800” and 
adding in its place "059447”.

§ 520.2041 [Amended]

5. Section 520.2041 Pyrantel pamoate 
chew ahle tablets is amended in 
paragraph (b) by removing "017800” and 
adding in its place “059447”.

§ 520.2042 [Amended]

6. Section 520.2042 Pyrantel pamoate 
tablets is amended in paragraph (b) by 
removing “017800” and adding in its 
place “059447”.

Dated: October 15,1992.

Robert C. Livingston,
Director, Office o f New Animal Drug 
Evaluation, Center for Veterinary Medicine.
[FR Doc. 92-25567 Filed 10-21-92; 8:45 am]
BILLING CODE 4160-01-F
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[T.D. 8443]

RIN 1545-AROO

Direct Rollovers and 20 Percent 
Withholding Upon Eligible Rollover 
Distributions From Qualified Plans

a g e n c y : Internal Revenue Service, 
Treasury.
ACTION: Temporary regulations.

SUMMARY: This document contains 
Temporary Income Tax Regulations 
relating to eligible rollover distributions 
from tax-qualified retirement plans and 
section 403(b) annuities. These 
temporary regulations reflect the 
changes made by the Unemployment 
Compensation Amendments of 1992. 
These temporary regulations affect the 
administrators, sponsors, payors of, and 
participants in, tax-qualified retirement 
plans and section 403(b) annuities. The 
text of the temporary regulations set 
forth in this document also serves as the 
text of the notice of proposed 
rulemaking published in the Proposed 
Rules section of this issue of the Federal 
Register.
e f f e c t iv e  DATE: These temporary 
regulations are effective on January 1, 
1993.
FOR FURTHER INFORMATION CONTACT: 
John Tolleris, (202) 622-4606 (not a toll- 
free call).
SUPPLEMENTARY INFORMATION: 

Paperwork Reduction Act
These regulations are being issued 

without prior notice and public 
procedure pursuant to the 
Administrative Procedures Act (5 U.S.C. 
553). For this reason, the collection of 
information requirement contained in 
these temporary regulations has been 
reviewed, and pending receipt and 
evaluation of public comments, 
approved by the Office of Management 
and Budget (OMB) under control number 
1545-1341. The estimated annual burden 
per plan administrator/payor/ 
recordkeeper varies from .05 hour to 330 
hours depending upon individual 
employers’ circumstances, with an 
estimated annual average of .50 hour.

These estimates are an approximation 
of the average time expected to be 
necessary to collect required 
information. They are based on such 
information as is available to the 
Internal Revenue Service. Individual 
respondents may require greater or less 
time, depending on their particular 
circumstances.

For further information concerning

this collection of information, and where 
to submit comments on this collection of 
information, the accuracy of the 
estimated burden, and suggestions for 
reducing this burden, please refer to the 
preamble to the cross-reference notice 
of proposed rulemaking published in the 
Proposed Rules section of this issue of 
the Federal Register.

Statutory Authority
This document contains temporary 

regulations under sections 401(a)(31), 
402(c), 402(f), 403(b), and 3405(c) of the 
Internal Revenue Code of 1986 (Code). 
The temporary regulations reflect the 
enactment of sections 521 and 522 of the 
Unemployment Compensation 
Amendments of 1992 (UCA), Public Law 
No. 102-318,106 Stat 290.

Need for Temporary Regulations
The provisions contained in this 

Treasury Decision are needed 
immediately to provide guidance to the 
public concerning the direct rollover and 
20-percent income tax withholding 
provisions of UCA because these 
provisions apply to eligible rollover 
distributions made after December 31, 
1992. Therefore, it is found impracticable 
and contrary to the public interest to 
issue this Treasury decision with prior 
notice under section 553(b) of title 5 of 
the United States Code.

Explanation of Provisions 

Background
The Unemployment Compensation 

Amendments of 1992 (UCA), which was 
signed into law on July 3,1992, 
significantly changed the treatment of 
distributions from qualified plans and 
section 403(b) annuities. First, UCA 
amended section 402 to expand the 
types of distributions with regard to 
which income tax can be deferred by a 
rollover to an individual retirement 
account or annuity (IRA), another 
qualified plan, or a section 403(b) 
annuity. Under prior law, a distribution 
could be rolled over only if it was a 
"qualified total distribution” or a partial 
distribution equal to at least 50 percent 
of the balance to the credit of the 
employee. Under UCA, all taxable 
distributions from qualified plans and 
section 403(b) annuities are "eligible” 
rollover distributions,” except (1) 
annuities paid over life or life 
expectancy, (2) installments for a period 
spanning ten years or more, and (3) 
required minimum distributions under 
section 401(a)(9).

Second, UCA added a new plan 
qualification provision under section 
401(a)(31) that requires qualified plans 
to provide employees with a direct 
rollover option. Similarly, section
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403(b)(10), as amended by UCA, 
requires that section 403(b) annuities 
also provide a direct rollover option. 
Under a direct rollover option, an 
employee may elect to have an eligible 
rollover distribution paid directly to an 
IRA, or, as applicable, to another 
qualified plan or a section 403(b) 
annuity that accepts rollovers 
(collectively referred to as eligible 
retirement plans). The direct rollover 
option is provided in addition to the 
regular rollover provisions under section 
402. Thus, an employee who does not 
elect a direct rollover still has the option 
to subsequently roll over the distribution 
to an eligible retirement plan within 60 
days of receipt.

Third, UCA amended section 3405 to 
impose mandatory 20-percent income 
tax withholding on any eligible rollover 
distribution that the employee does not 
elect to have paid in a direct rollover. 
This withholding applies even if the 
employee receives a distribution and 
then rolls it over within the 60-day 
period. In the case of a taxable 
distribution (or any portion of a 
distribution) that is not an eligible 
rollover distribution, the elective 
withholding rules under section 3405 
and § 35.3405-1 continue to apply.

Finally, in conjunction with the 
changes described above, UCA 
amended section 402(f), which 
previously required that the plan 
administrator provide an employee with 
a written explanation of the special tax 
rules applicable to certain distributions. 
As amended, section 402(f) now requires 
that, within a reasonable time before 
making a distribution, the plan 
administrator give a written explanation 
to the employee of (1) the availability of 
the direct rollover option; (2) the rules 
that require income tax withholding on 
distributions; (3) the rules under which 
the employee may roll over the 
distribution within 60 days of receipt; 
and (4) if applicable, the other special 
tax rules (e.g., five-year averaging) that 
may apply to the distribution.

UCA requirements generally apply to 
distributions from qualified plans and 
section 403(b) annuities that are made 
after December 31,1992. Thus, if a series 
of payments began prior to the effective 
date, any payments that are made after 
December 31,1992, generally are subject 
to the new requirements. A special 
delayed effective date applies to certain 
section 403(b) annuities sponsored by 
state or local governments.

Given the general 1993 effective date 
and the significance of the changes 
made by UCA, these regulations are 
being issued as soon as practicable, and 
in question and answer format, in order 
to provide employers and administrators

with immediate guidance. Because these 
regulations are intended primarily to 
address the important issues that 
require resolution in order to facilitate 
compliance by the effective date, the 
regulations are not comprehensive.
While the Service and Treasury intend 
to issue final regulations as soon as 
practicable, employers and 
administrators must follow reasonable, 
good faith interpretations of the 
statutory provisions to the extent that 
an issue is not covered by these 
regulations.
Overview o f Regulations

These regulations include guidance on 
the items discussed below.
Determination o f Eligible Rollover 
Distributions

The regulations provide that the 
principles that apply in interpreting 
section 72(t)(2)(A)(iv) also generally 
apply in determining whether a 
distribution is part of a series of 
substantially equal payments for a 
specified period that would exclude the 
distribution from being an eligible 
rollover distribution. Thus, the 
principles set forth in Notice 89-25, 
1989-1 C.B. 662, for purposes of section 
72(t), generally apply.

The regulations also provide that the 
determination of whether payments are 
substantially equal for a specified 
period is made at the time distributions 
commence and without regard to any 
contingencies or modifications that have 
not yet occurred (such as the employee's 
death). If a contingency or modification 
occurs that causes subsequent payments 
to fail to be substantially equal to prior 
payments, however, a new 
determination must be made as to 
whether the subsequent payments are 
eligible rollover distributions, without 
regard to any payments prior to the 
contingency or modification. In addition, 
the regulations provide that social 
security supplements and other “social 
security leveling options” do not cause 
distributions to fail to be substantially 
equal.

Exceptions for Corrective Payments and 
D eem ed Distributions

The regulations except certain 
corrective payments and deemed 
distributions from the definition of an 
eligible rollover distribution. These 
exceptions include returns of excess 
contributions and excess deferrals 
under section 401 (k) plans; deemed 
distributions of “P.S. 58” costs; and 
deemed distributions upon the default of 
an employee loan. Because these 
amounts are not eligible rollover 
distributions, they are not subject to the

direct rollover option, they cannot be 
rolled over by the employee, and they 
are not subject to the 20-percent 
withholding requirement.

Exception fo r Distributions Under $200

Employers and administrators may 
find it impractical to make a direct 
rollover of small distributions. The 
regulations provide that an employer 
may, but need not, exclude eligible 
rollover distributions that are less than 
$200 from the direct rollover option. This 
$200 de minimis rule is consistent with 
the exception currently provided in the 
voluntary withholding regulations under 
section 3405 and applies to the new 
mandatory 20-percent withholding 
requirement. However, because the $200 
de minimis rule is not a general 
exception from the definition of an 
eligible rollover distribution, these 
amounts may still be eligible for rollover 
by the employee within 60 days after 
receipt.

Procedures fo r Providing Section 402(f) 
Notice

As discussed above, section 402(f) 
requires that the plan administrator give 
a written explanation of the direct 
rollover option and related tax rules. In 
conjunction with these regulations, the 
Service is publishing a notice which 
includes a model section 402(f) notice 
that employers can use as a safe harbor.

The statute provides that the section 
402(f) notice must be provided within “a 
reasonable period of time before making 
an eligible rollover distribution.” Final 
regulations under section 411(a)(ll) 
already prescribe a time period for 
providing notices to employees 
regarding their distribution options and 
other rights. Those regulations require 
that a general description of distribution 
options must be given no less than 30 
days and no more than 90 days before 
the annuity starting date. Therefore, this 
same time frame will apply to section 
402(f) notices relating to distributions 
that are subject to the section 411(a)(ll) 
consent requirements. These regulations 
provide that a plan administrator 
satisfies the section 402(f) reasonable 
time period requirement only if an 
employee receives the section 402(f) 
notice within the same time period in 
which the plan administrator also must 
provide the general description of the 
employee’s distribution options and 
other rights under the plan.

In the case of distributions not subject 
to section 411(a)(ll), such as a 
distribution to a participant who has 
reached the plan’s normal retirement 
age (if not less than 62) or a cashout of a 
benefit that does not exceed $3,500,
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these regulations provide that the time 
period under section 411(a)(ll) also will 
apply to the section 402(f) notice. In 
these cases, employees may waive the 
application of the 30-day time period by 
affirmatively electing to make or not 
make a direct rollover.

The approach taken in the regulations 
is intended to ensure that employees 
will receive the section 402(f) notice 
before making an election to receive a 
distribution and, thus, will have 
adequate information upon which to 
base a considered decision concerning 
the disposition of their retirement 
savings. This approach is also intended 
to ensure that employees have adequate 
time after receiving the notice to 
consider their options and, if desired, 
consult with a professional tax advisor 
or bther parties. In addition, the Service 
and Treasury believe that it is 
appropriate to establish a time period 
for the section 402(f) notice that is 
consistent with the section 411{a)(ll) 
time period in which employers are 
required to provide other distribution 
information to employees. Because this 
approach gives greater significance to 
the time period provided in the section 
411(a)(ll) regulations, however, the 
Service and Treasury are considering 
whether the 90/30-day time period 
continues to be appropriate for purposes 
of section 411(a)(ll). Comments on this 
time-period requirement are specifically 
requested with regard to both the 
section 411(a)(ll) consent requirements 
and the section 402(f) notice.

The regulations also clarify that the 
payor of a section 403(b) annuity must 
provide an explanation of the direct 
rollover option and the income tax 
withholding rules within a reasonable 
period of time prior to making an eligible 
rollover distribution. Comments are 
specifically requested as to whether this 
requirement presents special compliance 
issues for section 403(b) annuities 
subject to the seven-day redemption rule 
of section 22(e) of the Investment 
Company Act of 1940.

Procedures fo r Accomplishing a Direct 
Rollover

The regulations permit the employer 
to accomplish an employee's direct 
rollover by any reasonable means of 
delivery to the eligible retirement plan. 
The regulations specifically provide that 
a reasonable means of delivery includes 
delivery of a check to the eligible 
retirement plan by the employee, 
provided that the payee line of the check 
is made out in a manner that will ensure 
that the check is negotiable solely by the 
trustee of the recipient plan. Comments 
are specifically requested on the 
potential benefits and burdens of a

possible requirement that a standard 
notation, such as “Direct Rollover”, 
appear on the face of any check 
provided to an employee for delivery.

The Service and the Treasury believe 
that allowing a direct rollover to be 
accomplished via the employee’s 
delivery of a check will, in certain 
Circumstances, simplify the 
administration of the direct rollover 
option and reduce the likelihood of 
errors. Moreover, because the check 
must be negotiable only by the trustee of 
the eligible retirement plan, the Service 
and the Treasury do not anticipate that 
allowing delivery by the employee will 
result in significant noncompliance.

Division o f a Direct Rollover 
Distribution

The regulations clarify that an 
employer cannot preclude an employee 
from dividing an eligible rollover 
distribution by electing to make a direct 
rollover of a portion of the distribution 
and to receive a distribution of the 
remaining portion. For purposes of 
administrative convenience, however, 
the regulations provide that an employer 
may preclude an employee from electing 
to have a portion of an eligible rollover 
distribution paid in a direct rollover if 
that portion is less than $500.

Payment o f a D irect Rollover to M ore 
Than One R ecipient Plan

The regulations provide that an 
employer need not allow employees to 
have a direct rollover paid to more than 
one recipient plan. If an employee 
wishes to diversify an IRA investment, 
for example, the employee can 
subsequently roll over a distribution to 
another IRA or utilize an IRA trustee-to- 
trustee transfer.

Withholding on Property and Employer 
Securities

The regulations confirm that the 
special rules for withholding on 
property, including the special rules for 
employer securities, that are provided in 
the voluntary withholding regulations 
under section 3405 also apply under the 
20-percent mandatory withholding 
requirement. Under these rules, if 
property (other than employer 
securities) is distributed and the cash in 
the distribution will not satisfy the 
withholding obligation, an employer 
must either sell the property or receive 
cash from the employee in amounts 
sufficient to pay the withholding. The 
regulations also confirm that, a8 under 
prior law, employer securities need not 
be sold to satisfy income tax 
withholding.

Reliance on “'Adequate Information"
The regulations provide that a plan 

administrator will not be liable for 
failing to withhold on an eligible 
rollover distribution that is not in fact 
paid to an eligible retirement plan if the 
plan administrator reasonably relied on 
adequate information provided by the 
employee who elected the direct 
rollover. For this purpose, adequate 
information includes the name of the 
recipient plan, a representation that the 
recipient plan is an eligible retirement 
plan, and any other information 
necessary to accomplish the direct 
rollover by the means selected for 
delivery. For example, where the direct 
rollover is to be accomplished by 
mailing a check to an IRA, adequate 
information also would include the 
name and address of the IRA trustee.

Reporting o f D irect Rollover 
Distributions

The regulations apply the same 
reporting requirements to direct 
rollovers that are currently in effect for 
distributions made by a qualified plan 
and paid directly by the plan to an ERA. 
Thus, the regulations provide that a 
distributing plan making a direct 
rollover will report the amount paid in 
the direct rollover on Form 1099-R. The 
Service currently anticipates that a new 
code on the Form 1099-R will identify 
the distribution as either a direct 
rollover to an IRA or a direct rollover to 
a qualified plan or section 403(b) 
annuity. If the distribution is paid to an 
IRA, the IRA trustee will file a 
corresponding Form 5498. As under 
current rules, no Form 5498 will be 
required of a qualified plan that receives 
a direct rollover.

Transition R elief ,
To facilitate compliance, the 

regulations provide transition relief for 
purposes of complying with section 
402(f) and for purposes of complying 
with the new mandatory withholding 
requirements. In the case where the 
regulations would require a section 
402(f) notice during 1992 for a 
distribution that will be made in 1993, 
the regulations provide that employers 
and administrators may rely on a 
reasonable, good faith interpretation of 
section 402(f).

In addition, under certain 
circumstances, the regulations provide 
that an employer need not withhold 20 
percent of any distribution that is made 
during the first three months of 1993, 
provided that the withholding is “made 
up” prior to December 31,1993. This 
withholding transition relief is available 
only to the extent that, under the same
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principles stated in the voluntary 
withholding regulations under Q&A G-6 
of § 31.3405-1, immediate compliance 
with the new mandatory withholding 
would result in undue hardship for the 
payor. Also, this transition relief applies 
only if there is reason to expect that 
there will be subsequent distributions 
made to the employee during 1993 from 
which the additional amounts can be 
withheld.

Any penalties for failure to withhold 
income taxes required by section 
3405(c), as amended by UCA, from 
eligible rollover distributions made after 
December 31,1992, and before July 1, 
1993, will automatically be abated if the 
plan administrator or payor has acted 
diligently and in good faith in attempting 
to comply with the requirements of 
section 3405(c) and § 31.3405(c)-lT.

Deposits o f Income Tax W ithheld

UCA did not change the requirements 
for depositing income tax withholding 
on distributions from qualified plans. 
Thus, the payor or plan administrator 
must continue to deposit amounts 
withheld in accordance with section 
6302 and the regulations thereunder, 
regardless whether the elective or 
mandatory withholding rules apply. 
However, payors and plan 
administrators should be aware that, as 
described in Announcement 84-40,1984- 
1 7 I.R.B. 31, there are three alternative 
methods of depositing withholding on 
distributions. First, the payor or plan 
administrator may aggregate the 
withholding with all other amounts 
under its control and report the 
withholding on the same report that it 
uses for the wages of its employees. 
Second, the payor or plan administrator 
may request a separate Employer 
Identification Number (EIN) solely for 
the purpose of reporting the withholding 
on all plan distributions under its 
control. Third, the payor or plan 
administrator may use the EIN of each 
plan to report separately the 
withholding on distributions from each 
plan.

M odel Plan Amendment

The Service intends to publish 
additional guidance that will assist plan 
sponsors in amending their plans to 
comply with the direct rollover 
requirements of section 401(a)(31). This 
guidance will contain a model 
amendment that, if adopted, will not 
require a new opinion or determination 
letter as to whether the plan, as 
amended, satisfies the qualification 
requirements of section 401(a).

Special Analyses

It has been determined that these 
rules are not major rules as defined in 
Executive Order 12291. Therefore, a 
Regulatory Impact Analysis is not 
required. It has also been determined 
that section 553(b) of the Administrative 
Procedure Act (5 U.S.C. chapter 5) and 
the Regulatory Flexibility Act (5 U.S.C. 
chapter 6) do not apply to these 
regulations, and, therefore, a final 
Regulatory Flexibility Analysis is not 
required. Pursuant to section 7805(f) of 
the Internal Revenue Code, this 
document and the associated cross- 
reference notice of proposed rulemaking 
for the regulations was submitted to the 
Chief Counsel for Advocacy of the Small 
Business Administration for comment on 
its impact on small business.

Drafting Information

The principal authors of these 
regulations are Marjorie Hoffman and 
John A. Tolleris, Office of the Associate 
Chief Counsel (Employee Benefits and 
Exempt Organizations), Internal 
Revenue Service. However, other 
personnel from the Service and the 
Treasury Department participated in 
their development.

List of Subjects

26 CFR 1.401-0 through 1A19A-2T

Bonds, Employee benefit plans,
Income taxes, Pensions, Reporting and 
recorkdeeping requirements, Securities, 
Trusts and trustees.

26 CFR Part 31

Employment taxes, Fishing vessels, 
Gambling, Income taxes, Penalties, 
Pensions, Railroad retirement, Reporting 
and recordkeeping requirements, Social 
security, Unemployment compensation.

26 CFR part 602

Reporting and recordkeeping 
requirements.

Adoption of Amendments to the 
Regulations

Accordingly, 26 CFR parts 1, 31, and 
602 are amended as follows:

PART 1—INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER 
DECEMBER 31,1953

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

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

§ 1.401(a)(31)-1T Optional direct rollover 
of eligible rollover distributions 
(temporary).

The following questions and answers 
concern the qualification requirement 
provided in section 401{a){31) of the 
Internal Revenue Code of 1986, relating 
to eligible rollover distributions from 
pension, profit-sharing, and stock bonus 
plans qualified under section 401(a). 
Section 401(a)(31) was added by section 
522(a) of the Unemployment 
Compensation Amendments of 1992, 
Public Law No. 102-318 (UCA). See 
§ 1.402(c)-2T, § 1.403(b)-2T, and 
§ 31.3405(c)-lT for guidance concerning 
amendments to sections 402, 403, and 
3405 by UCA.

Q -l: How did the Unemployment 
Compensation Amendments of 1992 
(UCA) change the qualification 
requirements for pension, profit-sharing, 
and stock bonus plans qualified under 
section 401(a)?

A -l: (a) G eneral rule. Section 
401(a)(31) contains an additional 
qualification requirement for pension, 
profit sharing, and stock bonus plans. To 
satisfy section 401(a)(31), a plan must 
provide that if the distributee of any 
eligible rollover distribution elects to 
have the distribution paid directly to an 
eligible retirement plan, and specifies 
the eligible retirement plan to which the 
distribution is to be paid, then the 
distribution will be paid to that eligible 
retirement plan in a direct rollover 
described in Q&A-3 and Q&A-4 of this 
section. Thus, the plan must give the 
distributee the option of having his or 
her distribution paid in a direct rollover 
to an eligible retirement plan specified 
by the distributee. See section 
402(c)(8)(B) and Q&A-2 of this section 
for the definition of an eligible 
retirement plan. See section 402(c)(4) 
and Q&A-3 through Q&A-8 of 
§ 1.402(c)-2T for provisions concerning 
what constitutes an eligible rollover 
distribution under the expanded rollover 
rules of section 402, after amendment by 
section 521 of UCA.

(b) Related Code provisions—(1) 
Mandatory withholding. If a distributee 
of an eligible rollover distribution does 
not elect to have die eligible rollover 
distribution paid directly from the plan 
to an eligible retirement plan in a direct 
rollover under section 401(a)(31), the 
eligible rollover distribution is subject to 
20-percent income tax withholding 
under section 3405(c), as enacted by 
section 522(b) of UCA. See § 31.3405(c)- 
1T of this chapter for provisions relating 
to the withholding requirements 
applicable to eligible rollover 
distributions.
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(2) Notice requirement. Section 402(f), 
as amended by section 521 of UCA, 
requires the plan administrator of a 
qualified plan to provide, within a 
reasonable time before making an 
eligible rollover distribution, a written 
explanation to the distributee of the 
distributee’s right to elect a direct 
rollover and the withholding 
consequences of not making the 
election. The explanation also is 
required to provide certain other 
relevant information. See Q & A -ll 
through QA-15 of § 1.402(c)-2T for 
further guidance concerning the written 
explanation required under section 
402(f).

(3) Section 403(b) annuities. Section 
403(b)(10), as amended by section 
522(a)(3) of UCA, provides that 
requirements similar to those provided 
in section 401(a)(31) apply to annuities 
described in section 403(b). See
§ 1.403(b)-2T for provisions relating to 
eligible rollover distributions from 
annuities described in section 403(b).

(c) Effective date. Section 401(a)(31) 
and this § 1.401(a)(31)-lT are applicable 
to eligible rollover distributions made 
after December 31,1992. Consequently, 
a distributee must be given the option to 
have any eligible rollover distribution 
made after December 31,1992, paid to 
an eligible retirement plan in a direct 
rollover, even if the event giving rise to 
the distribution occurs on or before 
January 1,1993 (e.g. termination of the 
employee’s employment with the 
employer maintaining the plan before 
January 1,1993), and even if the eligible 
rollover distribution is part of a series of 
payments that began before January 1, 
1993.

Q-2: What is an “eligible retirement 
plan”?

A-2: An eligible retirement plan, as 
defined under section 402(c)(8)(B), 
means an individual retirement plan or a 
qualified plan. An individual retirement 
plan is an individual retirement account 
(IRA) described in section 408(a) or an 
individual retirement annuity (other 
than an endowment contract) described 
in section 408(b). A qualified plan is a 
qualified trust described in section 
401(a) (with the limitations described in 
section 401(a)(31)(D)) or an annuity plan 
described in section 403(a).

Q-3: What is a "direct rollover" that 
satisfies section 401(a)(31), and how is it 
accomplished?

A-3: A direct rollover that satisfies 
section 401(a)(31) is an eligible rollover 
distribution that is paid directly to an 
eligible retirement plan for the benefit of 
the distributee. A direct rollover may be 
accomplished by any reasonable means 
of direct payment to an eligible 
retirement plan. Reasonable means of

direct payment include, for example, a 
wire transfer or the mailing of a check to 
the eligible retirement plan. If payment 
is made by check, the check must be 
negotiable only by the trustee of the 
eligible retirement plan. If the payment 
is made by wire transfer, the wire 
transfer must be directed only to the 
trustee of the eligible retirement plan. In 
the case of an eligible retirement plan 
that does not have a trustee (such as an 
individual retirement annuity), the 
custodian of the plan or issuer of the 
contract under the plan, as appropriate, 
should be substituted for the trustee for 
purposes of this Q&A-3 and QA-4 of 
this section.

Q-4: Is providing a distributee with a 
check for delivery to an eligible 
retirement plan a reasonable means of 
accomplishing a direct rollover?

A-4: Providing the distributee with a 
check and instructing the distributee to 
deliver the check to the eligible 
retirement plan is a reasonable means of 
direct payment, provided that the check 
is made payable as follows: [Name of 
the trustee] as trustee of [name of the 
eligible retirement plan]. For example, if 
the name of the eligible retirement plan 
is “Individual Retirement Account of 
John Q. Smith,” and the name of the 
trustee is “ABC Bank,” the payee line of 
a check would read “ABC Bank as 
trustee of Individual Retirement 
Account of John Q. Smith.” Unless the 
name of the distributee is included in 
the name of the eligible retirement plan, 
the check also must indicate that it is for 
the benefit of the distributee. If the 
eligible retirement plan is not an 
individual retirement account or an 
individual retirement annuity, the payee 
line of the check need not identify the 
trustee by name. For example, the payee 
line of a check for the benefit of 
distributee Jane Doe might read,
‘Trustee of XYZ Corporation Savings 
Plan FBO Jane Doe.”

Q-5: Is an eligible rollover distribution 
that is paid to an eligible retirement plan 
in a direct rollover includible in gross 
income?

A-5: No. An eligible rollover 
distribution that is paid to an eligible 
retirement plan in a direct rollover is 
excludible from the distributee’s gross 
income under section 402 and is exempt 
from the 20-percent withholding 
imposed under section 3405(c)(2). 
However, when any portion of the 
eligible rollover distribution is 
subsequently distributed from the 
eligible retirement plan, that portion will 
be includible in gross income to the 
extent required under sections 402, 403, 
or 408.

Qt-6: What procedures may a plan 
administrator prescribe for electing a

direct rollover, and what information 
may the plan administrator require a 
distributee electing a direct rollover to 
provide?

A-6: The plan administrator may 
prescribe any procedure for a 
distributee to elect a direct rollover 
under section 401(a)(31), provided that 
the procedure is reasonable. The 
procedure may include any reasonable 
requirement for information or 
documentation from the distributee in 
addition to the items of "adequate 
information” specified in Q&A-7 of 
§ 31.3405(c)-lT. For example, it would 
be reasonable for the plan administrator 
to require the distributee to provide a 
statement from the plan designated by 
the distributee that it is, or is intended to 
be, an individual retirement account, an 
individual retirement annuity, a 
qualified trust described in section 
401(a) (with the limitations described in 
section 401(a)(31)(D)), or a qualified 
annuity plan described in section 403(a) 
as applicable, and that it will accept the 
direct rollover for the benefit of the 
distributee. It would not be reasonable, 
however, for the plan administrator to 
require information or documentation or 
to establish procedures that effectively 
eliminate the distributee’s ability to 
elect a direct rollover. For example, it 
would not be reasonable for the plan 
administrator to require the distributee 
to obtain an opinion from his or her 
lawyer that the eligible retirement plan 
receiving the rollover is a qualified plan 
or individual retirement account.

Q-7: May the plan administrator treat 
a distributee as having made an election 
under a default procedure where the 
distributee does not affirmatively elect 
to make or not make a direct rollover 
within a certain time period?

A-7: Yes, the plan administrator may 
establish a default procedure whereby a 
distributee who fails to make an 
affirmative election is treated as having 
either made or not made a direct 
rollover election. However, the plan 
administrator may not make a 
distribution under any default procedure 
unless the distributee has received an 
explanation of the direct rollover option 
required under section 402(f) and Q&A-
11 of § 1.402(c)-2T, and the “reasonable 
time” requirements described in Q&A-
12 through Q&A-15 have been satisfied.

Q-8: May the plan administrator
establish a deadline after which the 
distributee may not revoke an election 
to make or not make a direct rollover?

A-8: Yes, but the plan administrator is 
not permitted to prescribe any deadline 
or time period that is more restrictive for 
the distributee than that which 
otherwise applies under the plan to
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revocation of the form of distribution 
elected by die distributee.

Q-9: Must the plan administrator 
permit a distributee to elect to have a 
portion of an eligible rollover 
distribution paid to an eligible 
retirement plan in a direct rollover and 
to have the remainder of that 
distribution paid to the distributee?

A -9:Y es, the plan administrator must 
permit a distributee to elect to have a 
portion of an eligible rollover 
distribution paid to an eligible 
retirement plan In  a direct rollover and 
to have the remainder paid the 
distributee. However, the plan 
administrator is permitted to require 
that, if the distributee elects to have 
only a portion of an eligible rollover 
distribution paid to an eligible 
retirement plan in a direct rollover, that 
portion be equal to at least $500. If the 
entire amount of the eligible rollover 
distribution is $500 or less, the plan 
administrator need not allow the 
distributee to divide the distribution.

Q-10: Must the plan administrator 
allow a distributee to divide an eligible 
rollover distribution into two or more 
separate distributions to be paid in 
direct rollovers to two or more eligible 
retirement plans?

A-10: No. The plan administrator is 
not required (but is permitted) to allow 
the distributee to divide an eligible 
rollover distribution into separate 
distributions to be paid to two or more 
eligible retirement plans in direct 
rollovers. Instead, the plan 
administrator is permitted to limit the 
distributee to a single direct rollover for 
each eligible rollover distribution. Thus, 
the plan administrator may require that 
the eligible rollover distribution (or 
portion thereof) to be distributed in a 
direct rollover be paid to a single 
eligible retirement plan selected by the 
distributee.

Q -l l :  Will a plan satisfy section 
401(a){31) if the plan does not permit a 
distributee to elect a direct rollover if 
his or her eligible rollover distributions 
during a year are reasonably expected 
to total less then $200?

A - li :  Yes. A plan will satisfy section 
401(a)(31) even though the plan does not 
permit a distributee to elect a direct 
rollover with respect to eligible rollover 
distributions during a year that are 
reasonably expected to total less then 
$200 or any lower minimum amount 
specified by the plan administrator. The 
criteria described in Q&A-10 of 
§ 31.3405{c)-lT of this chapter (relating 
to whether withholding under section 
3405(c) applies to an eligible rollover 
distribution that is less than $200) also 
apply for purposes of determining 
whether a direct rollover election under

section 401(a)(31) must be provided for 
an eligible rollover distribution that is 
less than $200.

Q-12: Is a plan permitted to treat a 
distributee’s election to make or not 
make a direct rollover with respect to 
one payment in a series of periodic 
payments as applying to all subsequent 
payments in the series?

A-12: Yes. A plan is permitted to treat 
a distributee’s election to make or not 
make a direct rollover with respect to 
one payment in a series of periodic 
payments as applying to all subsequent 
payments in the series, provided that:

(a) The employee is permitted at any 
time to change, with respect to 
subsequent payments, a previous 
election to make or not make a direct 
rollover and

(b) The written explanation provided 
under section 402(f) explains that the 
election to make or not make a direct 
rollover will apply to all future 
payments unless the employee 
subsequently changes the election.

Q-13: Is the eligible retirement plan 
designated by a distributee to receive a 
direct rollover distribution required to 
accept the distribution?

A-13: No. Although section 401(a)(31) 
requires qualified plans to provide 
distributees the option to make a direct 
rollover of their eligible rollover 
distributions to an eligible retirement 
plan, it imposes no requirement that any 
eligible retirement plan accept rollovers. 
Thus, a plan can refuse to accept 
rollovers. Alternatively, a plan can limit 
the circumstances under which it will 
accept rollovers. For example, a plan 
can limit the types of plans from which 
it will accept a rollover or limit the types 
of assets it will accept in a rollover 
(such as only cash or its equivalent).

Q-14: For purposes of applying the 
plan qualification requirements of 
section 401(a), is an eligible rollover 
distribution that is paid to an eligible 
retirement plan in a direct rollover a 
distribution and rollover or it is a 
transfer of assets and liabilities?

A-14: For purposes of applying the 
qualification requirements of section 
401(a), a direct rollover is a distribution 
and rollover of the eligible rollover 
distribution and not a transfer of assets 
and liabilities. For example, if the 
consent requirements under section 
411(a)(ll) or sections 401(a)(ll) and 
417(a)(2) apply to the distribution, they 
must be satisfied before the eligible 
rollover distribution may be distributed 
in a direct rollover. Similarly, the direct 
rollover is not a transfer of assets and 
liabilities that must satisfy the 
requirements of section 414(1). Finally, a 
direct rollover is not a transfer of 
benefits for purposes of applying the

requirements under section 411(d)(6), as 
described in Q&A-3 of § 1.411(d)-4. 
Therefore, for example, the eligible 
retirement plan is not required to 
provide, with respect to amounts paid to 
it in a direct rollover, the same optional 
forms of benefits that were provided 
under the plan that made the direct 
rollover. The enactment of UCA and the 
direct rollover requirements of section 
401(a)(31) do not affect the ability of a 
qualified plan to make an elective or 
nonelective transfer of assets and 
liabilities to another qualified plan in 
accordance with applicable law (such as 
section 414(1)).

Q-15: When must a qualified plan be 
amended to comply with section 
401(a)(31)?

A-15: Under section 523 of UCA, even 
though section 401(a) (31) applies to 
distributions from qualified plans made 
after December 31,1992, a qualified plan 
is not required to be amended before the 
last day of the first plan year beginning 
on or after January % 1994, (or, if later, 
the last day by which amendments must 
be made to comply with the Tax Reform 
Act of 1986 and related provisions, as 
permitted in other administrative 
guidance of general applicability), 
provided that

(a) In the interim period between 
January 1,1993, and the date on which 
the plan is amended, the plan is 
operated in compliance with the 
requirements of section 401(a)(31); and

(b) The amendment applies 
retroactively to January 1,1993.

Par. 3. Section 1.402(c)-2T is added to 
read as follows:

§ 1.402(c)-2T Eligible rollover 
distributions; Questions and Answers 
(temporary).

The following questions and answers 
relate to eligible rollover distributions 
under section 402(c) of the Internal 
Revenue Code of 1986, as amended by 
sections 521 and 522 of the 
Unemployment Compensation 
Amendments of 1992 (Public Law 102- 
318). Q&A-l through Q&A-10 relate to 
rules for eligible rollover distributions. 
Q & A -ll through Q&A-15 relate to rules 
for the written explanation required 
under section 402(f).

Q -l: How did the Unemployment 
Compensation Amendments of 1992 
(UCA) change the law regarding 
distributions from qualified plans that 
may be rolled over to an eligible 
retirement plan?

A—1 : (a) G eneral rule. Section 402(c), 
as amended by section 521 of UCA, 
expands the range of distributions from 
qualified plans (including qualified 
annuities under section 403(a)) that are
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eligible to be rolled over. Under section 
402(c), as amended, any portion of an 
eligible jollover distribution, described 
in section 402(c)(4), may be rolled over 
to an eligible retirement plan described 
in section 402(c)(8)(B). See Q&A-2 of 
this section concerning what is an 
eligible retirement plan. See Q&A-3 
through Q&A-8 of this section 
concerning distributions that are eligible 
rollover distributions. See Q&A-9 of this 
section for rules that apply when a 
distributee receives an eligible rollover 
distribution and then rolls over the 
distribution and Q&A-10 of this section 
concerning an eligible rollover 
distribution to a distributee who is not 
an employee.

(b) Related Code provisions—(1) 
District rollover option. Section 
401(a){31), added by section 522(a) of 
UCA, requires qualified plans to provide 
a distributee o f an eligible rollover 
distribution the option to elect to have 
the distribution paid directly to an 
eligible retirement plan in a  direct 
rollover. See § 1.401(a)(31)-lT for further 
guidance concerning this direct rollover 
option.

(2) Mandatory incom e tax 
withholding. If a distributee of an 
eligible rollover distribution does not 
elect to have the eligible rollover 
distribution paid directly from the plan 
to an eligible retirement plan in a direct 
rollover under 401{a)(31), the eligible 
rollover distribution is subject to 20- 
percent income tax withholding under 
section 3405(c), as enacted by section 
522(b) of UCA. See § 31.3405(c)-lT of 
this chapter for provisions relating to the 
withholding requirements applicable to 
eligible rollover distributions.

(3) Section 403(b) annuities. See 
§ 1.403(b)-2T for similar provisions 
relating to eligible rollover distributions 
from section 403(b) annuities.

(c) Effective date. Section 402(c), as 
amended by section 521 of UCA, and 
this § 1.402{c}-2T apply to eligible 
rollover distributions made after 
December 31,1992. Consequently, 
section 402(c), as amended by section 
521 of UCA, and this § 1.402{c)-2T apply 
to any eligible rollover distribution 
made after December 31,1992, even if 
the «vent giving rise to the distribution 
occurs on or before January 1,1993 [e.g. 
termination of the employee’s 
employment with the employer 
maintaining the plan before January 1, 
1993), and even if the eligible rollover 
distribution is part of a series of 
payments that began before January 1, 
1993.

Q-2: What is an “eligible retirement 
plan”?

A-2: An eligible retirement plan, as 
defined under section 402(c)(8)(B),

means an individual retirement plan or a 
qualified plan. An individual retirement 
plan is an individual retirement account 
(IRA) described in section 408(a) or an 
individual retirement annuity (other 
than an endowment contract) described 
in section 408(b). A qualified plan is a 
qualified trust described in section 
401(a) or an annuity plan described in 
section 403(a).

Q-3: What is “eligible rollove) 
distribution”?

A-3: (a) G eneral rule. Except as 
otherwise provided in paragraph (b), an 
“eligible rollover distribution” means 
any distribution of all or any portion of 
the balance to the credit of the employee 
in a qualified plan.

(b) Exceptions. An eligible rollover 
distribution does not include the 
following:

(1) Any distribution that is one of a 
series of substantially equal periodic 
payments (not less frequently than 
annually) made over any one of the 
following periods: the life of the 
employee (or the joint lives of the 
employee and the employee’s 
designated beneficiary), the life 
expectancy of the employee (or the joint 
life and last survivor expectancy of the 
employee and the employee’s 
designated beneficiary), or a specified 
period of ten years Or more;

(2) Any distribution to the extent the 
distribution is required under section 
401(a)(9), relating to the minimum 
distribution requirements; or

(3) The portion of any distribution that 
is not includible in gross income 
(determined without regard to the 
exclusion for net unrealized 
appreciation described in section 
402(e)(4)). Thus, for example, an eligible 
rollover distribution does not include the 
portion of any distribution that is 
excludible from gross income under 
section 72 as a return of the employee’s 
investment in  the contract (e,g., a return 
of the employee’s after-tax 
contributions), but an eligible rollover 
distribution does include net unrealized 
appreciation.

Q-4: Are there other amounts that are 
not eligible rollover distributions?

A-4: Yes. The following amounts are 
not eligible rollover distributions:

(a) Returns of section 401(k) elective 
deferrals described in § 1.415-6(b)(6)(iv) 
that are returned as a result of the 
section 415 limitations;

(b) Corrective distributions of excess 
contributions and excess deferrals 
under qualified cash-or-deferred 
arrangements as described in
§§ 1.401(k)-l(f)(4) and 1.402(g)-l (e)(3). 
respectively, and corrective 
distributions of excess aggregate 
contributions as described in § 1.401(m)-

1(e)(3), together with the income 
allocable to these corrective 
distributions;

(c) Loans heated as distributions 
under section 72{p) and not excepted by 
section 72{p)(2);

(d) Loans in default that are deemed 
distributions (by contrast to the amounts 
allowed in Q&A-8);

(e) Dividends paid on employer 
securities as described in section 404(k);

(f) The costs of life insurance 
coverage (“P.S. 58” costs); and

(g) Similar items designated by the 
Commissioner in revenue rulings, 
notices, and other guidance of general 
applicability.

Q-5: For purposes of determining 
whether a distribution is an eligible 
rollover distribution, how is it 
determined whether a series of 
payments is a series of substantially 
equal periodic payments over a period 
specified in paragraph (b)(1) of Q&A-3 
of this section?

A-5: (a) G eneral rule. Whether a 
series of payments is a  series of 
substantially equal periodic payments 
over a specified period is generally 
determined at the time payments begin 
without regard to contingencies or 
modifications that have not yet 
occurred. Thus, for example, a joint and 
survivor annuity with a 50-percent 
survivor annuity to the employee’s 
spouse will be treated as a series of 
substantially equal payments at the time 
payments commence, as will a  joint and 
survivor annuity that provides for 
increased payments to the participant if 
the participant’s spouse dies before the 
participant. Whether a series of 
payments is a series of substantially 
equal periodic payments generally is 
determined by following the principles 
of72(t)(2)(AKiv).

(b) Certain supplements disregarded. 
For purposes of determining whether a 
distribution is one of a series of 
payments that are substantially equal, 
social security supplements described in 
section 411(a)(9) are disregarded. For 
example, if  a  «distributee receives a life 
annuity of $500 per month, plus a social 
security supplement consisting of 
payments of $200 per month until the 
distributee reaches the age at which 
social security benefits begin, the $200 
supplemental payments are disregarded 
and, therefore, each monthly payment of 
$700 made before the social security age 
and each monthly payment of $500 made 
after the social security age is treated as 
one of a  series of substantially equal 
periodic payments for life. Similarly, a 
series of payments that is not 
substantially equal but that generally 
produces a series of substantially equal
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payments when expected social security 
payments are taken into account, is 
treated as substantially equal for 
purposes of determining whether a 
distribution is an eligible rollover 
distribution.

(c) Changes in the amount of 
payments. If the amount (or, if 
applicable, the method of calculating the 
amount) of the payments changes so 
that subsequent payments are not 
substantially equal to prior payments, a 
new determination must be made as to 
whether the remaining payments are a 
series of substantially equal periodic 
payments over a period specified in 
paragraph (b)(1) of Q&A-3 of this 
section. This determination is made 
without taking into account payments 
made prior to the change.

(d) Series o f payments beginning 
before January 1,1993. Except as 
provided in paragraph (c) of this Q&A, if 
a series of periodic payments began 
before January 1,1993, the 
determination of whether the post- 
December 31,1992 payments are a series 
of substantially equal periodic payments 
over a specified period is made by 
taking into account all payments made, 
including payments made before 
January 1,1993. For example, if a series 
of substantially equal periodic payments 
beginning on January 1,1983, is 
scheduled to be paid over a period of 15 
years, payments in the series that are 
made after December 31,1992 will not 
be eligible rollover distributions even 
though they will continue for only five 
years after December 31,1992, because 
the pre-January 1,1993 payments are 
taken into account in determining the 
specified period.

Q-6: If a payment is independent of a 
series of substantially equal periodic 
payments that are not eligible rollover 
distributions, is that payment an eligible 
rollover distribution?

A-6: Yes. For this purpose, a payment 
is treated as independent of the 
payments in a series if the payment is 
substantially larger or smaller than the 
other payments in the series. Thus, am 
independent payment is an eligible 
rollover distribution if it is not otherwise 
excepted from the definition of eligible 
rollover distribution. This is the case 
regardless whether the payment is made 
before, with, or after payments in the 
series. For example, if a distributee 
elects a single payment of half of the 
account balance with the remainder of 
the account balance paid over the life 
expectancy of the distributee, the single 
payment is treated as independent of 
the payments in the series and is an 
eligible rollover distribution unless 
otherwise excepted; Similarly, if a 
participant’s surviving spouse receives a

survivor life annuity of $1,000 per month 
plus a single payment of $5,000, the 
single payment is treated as 
independent of the payments in the 
annuity and is an eligible rollover 
distribution unless otherwise excepted.

Q-7: When is a distribution from a 
plan a required distribution under 
section 401(a)(9) and thus not an eligible 
rollover distribution?

A-7: (a) General rule. If a minimum 
distribution is required for a calendar 
year, all amounts distributed during that 
calendar year are treated as required 
distributions under section 401(a)(9)
(and thus are not eligible rollover 
distributions) as long as the total 
required minimum distribution under 
section 401(a)(9) for that calendar year 
has not been made. If the total amount 
that is required to be distributed for a 
calendar year in order to satisfy section 
401(a)(9) is not distributed in that 
calendar year ( e.g., when the 
distribution for the calendar year in 
which the employee reaches age 70V2 is 
made on the following April 1), the 
amount that was required but not 
distributed is added to the amount 
required to be distributed for the next 
calendar year in determining the portion 
of any distribution in the next calendar 
year that is a required distribution.

(b) Determination o f designated 
beneficiary. Vox purposes of satisfying 
section 401(a)(31) and section 3405(c), 
the plan administrator is permitted to 
determine the amount of the minimum 
distribution required to satisfy section 
401(a)(9)(A) for any calendar year by 
assuming that there is no designated 
beneficiary. If the employee determines 
that the amount required to be 
distributed to satisfy section 402(a)(9) is 
less than the amount determined by the 
plan administrator under this paragraph 
(b) (for example by taking into account 
the beneficiary’s life expectancy), the 
employee may roll over the difference to 
an eligible retirement plan.

Q-8. Can an eligible rollover 
distribution include an amount equal to 
the employee’s unpaid loan balance that 
is treated as distributed when there is a 
termination of employment with the 
employer maintaining the plan?

A-8. Yes. An amount equal to the 
employee’s unpaid loan balance is an 
eligible rollover distribution, if it 
otherwise qualifies, where the plan 
offsets the account balance and treats 
the distributee as having been 
distributed an amount equal to the 
unpaid loan balance.

Q-9: If an eligible rollover distribution 
is paid to a distributee instead of being 
paid directly to an eligible retirement 
plan in a direct rollover under section 
401(a)(31), and the distributee

contributes the eligible rollover 
distribution (or any portion of the 
eligible rollover distribution) to^an 
eligible retirement plan, is the amount 
contributed excluded from gross 
income?

A-9: Yes, the amount contributed is 
excluded from gross income, provided 
that it is contributed to the eligible 
retirement plan no later than the 60th 
day following the day on which the 
distributee received the distribution. 
Because the amount withheld as income 
tax under section 3405(c) is considered 
an amount distributed under section 
402(c), an amount equal to all or any 
portion of the amount withheld can be 
contributed as a rollover to an eligible 
retirement plan within the 60-day 
period, in addition to the net amount 
actually received by the distributee. 
However, if all or any portion of an 
amount equal to the amount withheld is 
not contributed as a rollover, it is 
included in the distributee’s gross 
income to the extent required under 
section 402(a), and also may be subject 
to the 10-percent additional income tax 
under section 72(t).

Q-10: How do the provisions of 
sections 402(c) and 401(a)(31) apply to a 
distributee who is not the employee?

A-10: (a) Spousal distributee. If any 
distribution attributable to an employee 
is paid to the employee’s surviving 
spouse, section 402(c) applies to the 
distribution in the same manner as if the 
spouse were the employee. The same 
rule applies if any distribution 
attributable to an employee is paid to a 
spouse or former spouse by reason of 
being an alternate payee u nder* 
qualified domestic relations order. 
Therefore, a distribution to the surviving 
spouse of an employee (or to a spouse or 
former spouse by reason of being an 
alternate payee under a qualified 
domestic relations order), is an eligible 
rollover distribution if it meets the 
requirements of section 402(c) (2) and (4) 
and Q&A-3 through Q&A-8 of this 
section. However, a qualified plan (as 
defined in Q&A-2 of this section) is not 
treated as an eligible retirement plan 
with respect to the distribution to a 
surviving spouse. Only an individual 
retirement plan (as defined in Q&A-2 of 
this section) is treated as an eligible 
retirement plan with respect to the 
surviving spouse’s eligible rollover 
distribution.

(b) Non-spouSal distributee. A 
distributee other than the employee or 
the employee’s surviving spouse (or 
spouse or former spouse by reason of 
being an alternate payee under a 
qualified domestic relations order) is not 
permitted to roll over distributions from
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a qualified plan. Therefore, those 
distributions do not constitute eligible 
rollover distributions under section 
402(c)(4) and, thus, are not subject to the 
20-percent income tax withholding 
under section 3405(c).

Q -lli  What are the requirements for a 
written explanation under section 402(f), 
as amended by section 521 of UCA?

A - ll :  (a) G eneral rule. Under section 
402(f), as amended by section 521 of 
UCA, the plan administrator of a 
qualified plan is required, within a 
reasonable period of time before making 
an eligible rollover distribution, to 
provide the distributee with the written 
explanation described in section 402(f) 
(section 402(f) notice). The section 402(f) 
notice must be designed to be easily 
understood and must explain the 
following: the rules under which the 
distributee may have the distribution 
paid in a direct rollover to an eligible 
retirement plan; the rules that require 
the withholding of tax on the 
distribution if it is not paid in a direct 
rollover; the rules under which the 
distributee will not be subject to tax if 
the distribution is contributed in a 
rollover to an eligible retirement plan 
within 60 days of the distribution; and if 
applicable, certain special rules 
regarding die taxation of the distribution 
as described in section 402 (d) and (e).
In addition, i t  as permitted under Q&A- 
12 of 5 1.401(a)(31)-lT, the plan 
administrator intends to treat a 
distributee’s election to make or not 
make a direct rollover with respect to 
one payment in a series of periodic 
payments as applicable to all 
subsequent payments in the series 
unless the distributee subsequently 
changes the election, this treatment 
must be explained in the section 402(f) 
notice.

(b) M odel section 402(f) notice. The 
plan administrator will be deemed to 
have complied with the requirements of 
section 402(f) if the plan administrator 
provides the model section 402(f) notice 
published by the Service for this 
purpose in a revenue ruling, notice, or 
other guidance of general applicability.

Q-12: When must the plan 
administrator provide the section 402(f) 
notice to a distributee?

A-12: Section 402(f) provides that the 
plan administrator must provide the 
section 402(f) notice to a  distributee 
within a reasonable period of tin» 
before making an eligible rollover 
distribution. This “reasonable time“ 
requirement is satisfied only if  the plan 
administrator provides the section 402(f) 
notice within the same time period in 
which the plan is required under the 
consent requirements § 1.411{a)-ll(c) to 
provide the general description of the

distributee’s distribution options and 
notice o f the distributee’s other rights, if 
any, under the plan to defer receipt of 
the distribution.

Q-13: How does the “reasonable 
time” requirement described in Q&A-12 
of this section apply in the case of a 
distribution for which the plan 
administrator is not required to provide 
the general description of the 
distributee’s distribution options and 
other rights under the plan?

A-13: In the case of a distribution for 
which the plan administrator is not 
required under § 1.411(a)-ll(c) to 
provide the general description of the 
distributee’s distribution options and 
other rights under the plan (for example, 
a cashout of a vested benefit that does 
not exceed $3,500), the plan 
administrator must provide the section 
402(f) notice to the distributee no earlier 
than 90 days and no later than 30 days 
before the distribution is made. 
However, if, after receiving the section 
402(f) notice, the distributee 
affirmatively elects to make or not make 
a direct rollover, the distribution may be 
made immediately without causing a 
violation of the “reasonable time” 
requirement,

Q-14: Must the plan administrator 
provide a separate section 402(f) notice 
for each distribution in a series of 
periodic payments that are eligible 
rollover distributions?

A-14: No. In the case of a series of 
periodic payments that are eligible 
rollover distributions, the plan 
administrator is permitted to satisfy 
section 402(f) with respect to each 
payment in the series by providing the 
section 402(f) notice prior to the first 
payment in the series, in accordance 
with file rules in Q&A-12 and Q&A-13 
of this section, and also by providing the 
notice at least once annually for as long 
as the payments continue.

Q-15: How does the plan 
administrator comply with section 402(f) 
with respect to a section 402(f) notice 
that would be required to be provided 
prior to January 1,1993, with respect to 
a distribution on or after that date, 
pursuant to Q&A-12 and Q&A-13 of this 
section?

A-15: In the case of a section 402(f) 
notice that would be required to be 
provided prior to January 1,1993, 
pursuant to Q&A-12 and Q&A-13 of this 
section, the plan administrator may 
comply with section 402(f) on file basis 
of a reasonable, good faith 
interpretation of section 402(f).

Par. 4. Section 1.4G2(f}-2T is added to 
read as follows:

§ 1.402(f)-2T Required explanation of 
eligible rollover distributions; Questions 
and Answers (temporary).

See Q & A -ll through Q&A-15 of 
§ 1.4Q2(c)-2T for guidance concerning 
the written explanation required under 
section 402(f), as amended by section 
521 of the Unemployment Compensation 
Amendments of 1992 (Public Law 102- 
318) (UCA), including guidance 
concerning when the explanation must 
be provided and what information must 
be included in the explanation.

Par. 5. Section 1.403(b)-2T is added to 
read as follows:

§ 1.403(b)-2T Eligible roHover 
distributions; Questions and Answers 
(temporary).

The following questions and answers 
relate to eligible rollover distributions 
from annuities, custodial accounts, and 
retirement income accounts described in 
section 403(b) of the Internal Revenue 
Code of 1986, as amended by sections 
521 and 522 of the Unemployment 
Compensation Amendments of 1992 
(Public Law 102-818) (UCA).

Q -l: How did the “Unemployment 
Compensation Amendments of 1992" 
(UCA) change the rollover requirements 
for certain distributions from annuities, 
custodial accounts, and retirement 
income accounts described in section 
403(b)?

A -l: Section 403(b)(8), as amended by 
sections 521 and 522 of UCA, expands 
the range of distributions from annuity 
contracts, custodial accounts, and 
retirement income accounts described in 
section 403(b) (section 403(b) annuities) 
that are eligible for rollover by providing 
rules that are similar to the rollover 
rules for qualified plans in section 
402(c), as amended by section 521(a) of 
UCA. Under section 403(b)(8), as 
amended, any eligible rollover 
distribution is permitted to be rolled 
over to an eligible retirement plan. For 
purposes of section 403(b)(8) and this 
section, an eligible retirement plan 

/means another section 403(b) annuity or 
an individual retirement plan (as 
defined in Q&A-2 of § 1.401(a)(31)-lT) 
and does not include a qualified plan (as 
defined in Q&A-2 of £ 1.4Q2(c)-2T). An 
eligible rollover distribution from a 
section 403(b) annuity is an eligible 
rollover distribution described in section 
402(c) (2) and (4) and Q&A-3 through 
Q&A-8 o f § 1.402(c)-2T, except that the 
distribution is from a section 403(b) 
annuity rather than a qualified plan. The 
rules with respect to rollovers in 
sections 402(c)(1), (c)(3), and (c)(9) and j 
Q&A-9 and Q&A-10 of f  1.402{c)-2T 
also apply to eligible rollover
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distributions from section 403(b) 
annuities.

Q-2: Is a section 403(b) annuity 
required to provide the direct rollover 
option described in section 401(a)(31) as 
a distribution option?

A-2: (a) General Rule. Yes. Pursuant 
to section 403(b)(10), as amended by 
section 522 of UCA, section 403(b) does 
not apply to an annuity contract, 
custodial account or retirement income 
account unless the annuity contract, 
custodial account, or retirement income 
account provides that if the distributee 
of any eligible rollover distribution 
elects to have the distribution paid 
directly to an eligible retirement plan (as 
defined in Q&A-l of this section) and 
specifies the eligible retirement plan to 
which the distribution is to be paid, then 
the distribution will be paid to that 
eligible retirement plan in a direct 
rollover. For purposes of determining 
whether a section 403(b) annuity has 
satisfied this direct rollover requirement, 
the provisions of § 1.401(a)(31)-lT apply 
to the section 403(b) annuity as though it 
were a plan qualified under section 
401(a) unless otherwise provided in this 
section. (In applying the provisions of 
§ 1.401(a)(31)-lT, the payor of the 
eligible rollover distribution is treated as 
the plan administrator.) For example, as 
described in Q&A-14 of § 1.401(a)(31)- 
1T, a direct rollover from a section 
403(b) annuity to another section 403(b) 
annuity is a distribution and a rollover 
and not a transfer of funds between 
section 403(b) annuities and, thus, does 
not affect the applicable law governing 
transfers of funds between section 
403(b) annuities.

(b) Mandatory withholding. As in the 
case of an eligible rollover distribution 
from a qualified plan, if a distributee of 
an eligible rollover distribution from a 
section 403(b) annuity does not elect to 
have the eligible rollover distribution 
paid directly to an eligible retirement 
plan in a direct rollover, the eligible 
rollover distribution is subject to 20- 
percent income tax withholding imposed 
under section 3405(c), as enacted by 
section 522(b) of UCA. See § 31.3405(c)- 
1T of this chapter for provisions 
regarding the withholding requirements 
relating to eligible rollover distributions.

Q-3: Is the payor of a section 403(b) 
annuity required to provide a distributee 
of an eligible rollover distribution with 
an explanation of the direct rollover 
option?

A-3: Yes. In order to ensure that the 
distributee of an eligible rollover 
distribution from a section 403(b) 
annuity has a meaningful right to elect a 
direct rollover, the distributee must be 
informed of the option. Thus, within a 
reasonable time period before making

an eligible rollover distribution, the 
payor must provide an explanation to 
the distributee of his or her right to elect 
a direct rollover and the income tax 
withholding consequences of not 
electing a direct rollover.

Q-4: When do section 403(b)(8), as 
amended by section 521 of UCA, section 
403(b)(10), as amended by section 522 of 
UCA, and this § 1.403(b)-2T apply to 
distributions from section 403(b) 
annuities?

A-4: (a) General Rule. Except as 
otherwise provided in paragraph (b) of 
this Q&A, section 403(b)(8), as amended 
by section 521 of UCA, section 
403(b)(10), as amended by section 522 of 
UCA, and this § 1.403(b)-2T apply to 
distributions from section 403(b) 
annuities made after December 31,1992. 
In addition, except as otherwise 
provided in paragraph (b) of this Q&A, 
the underlying document of a section 
403(b) annuity must be amended at the 
time provided in, and the amendment 
and operation of the section 403(b) 
annuity must satisfy the requirements 
of, Q&A-15 of § 1.401 (a)(31}-lT.

(b) Special rule fo r governm ent 
section 403(b) annuities. If, as of July 1, 
1992, a state law prohibits a direct 
roljover from a section 403(b) annuity 
purchased for an employee by an 
employer which is a State or a political 
subdivision thereof (or an agency or 
instrumentality of one or more of either), 
the direct rollover requirements of 
section 401(a)(31) and Q&A-2 and Q&A- 
3 of this § 1.403(b)-2T do not apply to 
distributions from that section 403(b) 
annuity made before the earlier of—

(1) 90 days after the first day after July 
1,1992 on which a direct rollover is 
allowed under state law; or

(2) January 1,1994.

PART 31— EMPLOYMENT TAXES AND 
COLLECTION OF INCOME TAX UPON 
SOURCE

Par. 6. The authority citation for part 
31 continues to read in part as follows:

Authority: 26 U.S.C. 7805. * * *
Par. 7. Section 31.3405(c)-lT is added 

to read as follows:

§ 31.3405(c)-1T Withholding on eligible 
rollover distributions; questions and 
answers (temporary).

The following questions and answers 
relate to withholding on eligible rollover 
distributions under section 3405(c) of the 
Internal Revenue Code of 1986, as 
amended by section 522(b) of the 
Unemployment Compensation 
Amendments of 1992 (Public Law 102- 
318) (UCA). Q&A-l through Q&A-10 
relate to general rules for withholding on 
eligible rollover distributions. Q & A -ll

through Q&A-13 relate to reporting and 
recordkeeping.

Q -l: How did the Unemployment 
Compensation Amendments of 1992 
(UCA) change the law on withholding 
requirements under section 3405 for 
distributions from qualified plans and 
section 403(b) annuities?

A -l: (a) General rule. Section 3405(c), 
as enacted by section 522(b) of UCA, 
provides that any designated 
distribution that is an eligible rollover 
distribution from a qualified plan or a 
section 403(b) annuity is subject to 
income tax withholding at the rate of 20 
percent unless the distributee of the 
eligible rollover distribution elects to 
have the distribution paid directly to an 
eligible retirement plan in a direct 
rollover. For purposes of section 3405 
and this section, a qualified plan is a 
trust qualified under section 401(a) or 
annuity plan^described in section 403(a), 
and a section 403(b) annuity is an 
annuity contract, a custodial account or 
a retirement income account described 
in section 403(b). If a designated 
distribution is not an eligible rollover 
distribution, it is subject to the elective 
withholding provisions of section 3405 
(a) and (b) and § 35.3405-1 of this 
chapter and is not subject to the 
mandatory withholding provisions of 
section 3405(c) and this section.

(b) Application o f other statutory 
provisions. See § 1.401(a)(31)-lT of this 
chapter and Q&A-2 of § 1.403(b)-2T of 
this chapter concerning the requirements 
for a direct rollover option under section 
401(a)(31) and the procedures for 
electing it. See section 402(c)(2) and (4), 
Q&A-3 through Q&A-8 of § 1.402(c)-2T 
of this chapter, and Q&A-l of
§ 1.403(b)-2T of this chapter for 
provisions for determining what 
constitutes an eligible rollover 
distribution. See section 402(c)(8)(B) and 
Q&A-2 of § 1.402(c)-2T of this chapter, 
and Q&A-l of § 1.403(b)-2T of this 
chapter for the meaning of eligible 
retirement plan. See Q & A -ll through 
Q&A-15 of § 1.402(c)-2T of this chapter 
and Q&A-3 of § 1.403(b)-2T of this 
chapter concerning the explanation 
required to inform a distributee of an 
eligible rollover distribution of the direct 
rollover option and the consequences of 
not electing the option.

(c) Effective date—(1 j General rule. 
Except as otherwise provided in 
paragraph (c)(2) of this Q&A, section 
3405(c), as added by section 522 of UCA, 
and this § 31.3405(c)-lT apply to eligible 
rollover distributions made after 
December 31,1992, Consequently, 
section 3405(c) and this § 31.3405(c)-lT 
apply to any eligible rollover 
distribution made after December 31,
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1992, even if the employee's employment 
with the employer maintaining the plan 
terminated before January 1,1993 and 
even if the eligible rollover distribution 
is part of a series of payments that 
began before January 1,1993-

(2) Transition rule. A special 
transition rule applies in the case of 
eligible rollover distributions made after 
December 31,1992, and before April 1,
1993, if timely compliance with the 
withholding requirements in section 
3405(c) and this § 31.3405(c)-1T would 
cause undue hardship for the plan 
administrator or payor. In this case, the 
plan administrator or payor may delay 
the application of the 20-percent 
withholding requirement on eligible 
rollover distributions, using the 
following "catch-up withholding" 
method. If 20-percent withholding on an 
eligible rollover distribution made after 
December 31,1992, and before April 1, 
1993, is required under section 3405(c) 
and this § 31.3405(c)-lT, the dollar 
amount required to be withheld from the 
distribution may be withheld instead 
from any one or more later distributions 
from the plan with respect to the 
distributee that ure made before January 
1,1994. The amount of this delayed 
withholding may be added to the 
amount (if any) that would otherwise 
be required to be withheld from the later 
distribution, whether or not the later 
distribution is paid in a direct rollover to 
an eligible retirement plan. Thus, the 
"catch-up withholding” method may be 
used only if there is reason to expect 
that one or more later distributions 
sufficient to satisfy the prior withholding 
requirement will be made before 
January 1,1994. For purposes of this 
paragraph, whether there would be 
undue hardship for the plan 
administrator or payor will be 
determined under the principles set forth 
in Q&A G-6 of § 35.3405-1. If a plan 
administrator or payor can establish 
that the undue hardship requirement for 
use of the “catch-up withholding" 
method is satisfied, prior approval from 
the Internal Revenue Service is not 
required and should not be requested.

(3) Special rule for government 
section 403(b) annuities. If, as of July 1, 
1992, a state law prohibits a direct 
rollover from a section 403(b) annuity 
purchased for an employee by an 
employer which is a State or a political 
subdivision thereof (or an agency or 
instrumentality of one or more of either), 
section 3405(c) and this § 31.3405(c)-lT 
do not apply to distributions from that 
section 403(b) annuity made before the 
earlier of:

(i) 90 days after the first day after July 
1,1992 on which a direct rollover is 
allowed under state law; or

(ii) January 1,1994.
Q-2: May a distributee elect under 

section 3405(c) not to have Federal 
income tax withheld from an eligible 
rollover distribution?

A-2: No. The 20-percent income tax 
withholding imposed under section 
3405(c)(1) applies to an eligible rollover 
distribution unless the distributee elects 
under section 401(a)(31) to have the 
eligible rollover distribution paid 
directly to an eligible retirement plan in 
a direct rollover. See § 1.401(a)(31)-lT of 
this chapter and Q&A-2 of § 1.403(b)-2T 
of this chapter for provisions concerning 
the requirement that a distributee of an 
eligible rollover distribution be 
permitted to elect a distribution in the 
form of a direct rollover.

Q-3: Who has responsibility for 
complying with section 3405(c) relating 
to the 20-percent income tax 
withholding on eligible rollover 
distributions?

A-3: Section 3405(d) generally 
requires the plan administrator of a 
qualified plan and the payor of a section 
403(b) annuity to withhold under section 
3405(c)(1) an amount equal of 20 percent 
of the portion of an eligible rollover 
distribution that the distributee does not 
elect to have paid in a direct rollover.

Q-4: May the plan administrator shift 
the withholding responsibility to the 
payor and, if so, how?

A-4: Yes. The plan administrator may 
shift the withholding responsibility to 
the payor by following the procedures 
set forth in Q&A A-13 and Q&A E-2 of 
§ 35.3405-1 of this chapter (relating to 
elective withholding on pensions, 
annuities and certain other deferred 
income) with appropriate adjustments.

Q-5: How does the 20-percent 
withholding requirement under section 
3405(c) apply if a distributee elects to 
have a portion of an eligible rollover 
distribution paid to an eligible 
retirement plan in a direct rollover and 
to have the remainder of that 
distribution paid to the distributee?

A-5: If a distributee elects to have a 
portion of an eligible rollover 
distribution paid to an eligible 
retirement plan in a direct rollover and 
to receive the remainder of the 
distribution, the 20-percent withholding 
requirement under section 3405(c) 
applies only to the portion of the eligible 
rollover distribution that the distributee 
receives and not to the portion that is 
paid in a direct rollover.

Q-6: Will the plan administrator be 
subject to liability for tax, interest, or 
penalties for failure to withhold 20

percent from an eligible rollover 
distribution that, because of erroneous 
information provided by a distributee, is 
not paid to an eligible retirement plan 
even though the distributee elected a 
direct rollover?

A-6: If the plan administrator 
reasonably relied on adequate 
information provided by the distributee 
(as described in Q&A-7 of this section), 
the plan administrator will not be 
subject to liability for taxes, interest, or 
penalties for failure to withhold income 
tax from an eligible rollover distribution 
solely because the distribution is paid to 
an account or plan that is not an eligible 
retirement plan (as defined in sections 
401(a)(31)(D) and 402(c)(8)(B) and Q&A- 
2 of § 1.401{a)(31)-lT of this chapter). 
Although the plan administrator is not 
required to verify independently the 
accuracy of information provided by the 
distributee, the plan administrator’s 
reliance on the information furnished 
must be reasonable. For example, it is 
not reasonable for the plan 
administrator to rely on information that 
is clearly erroneous on its face.

Q-7: What constitutes “adequate 
information" on which the plan 
administrator may reasonably rely in 
making a direct rollover?

A-7: The plan administrator has 
obtained from the distributee adequate 
information that the account or plan to 
which the eligible rollover distribution 
was paid was an eligible retirement plan 
if the distributee furnishes to the plan 
administrator the name of the eligible 
retirement plan; represents that the 
recipient plan is an individual 
retirement plan, a qualified plan, or a 
section 403(b) annuity, as appropriate; 
and furnishes to the plan administrator 
any other information that is necessary 
in order to permit the plan administrator 
to accomplish the direct rollover by the 
means it has selected. This information 
must include any information needed to 
comply with the specific requirements of 
Q&A-3 and Q&A-4 of § 1.401(a)(31)-lT 
of this chapter. For example, if the direct 
rollover is to be made by mailing a 
check to the trustee of an individual 
retirement account, the plan 
administrator must obtain, in addition to 
the name of the individual retirement 
account and the representation 
described above, the name and address 
of the trustee of the individual 
retirement account.

Q-8: If property other than cash is 
distributed, how is the 20-percent 
income tax withholding required under 
section 3405(c) accomplished?

A-8:. When all or a portion of an 
eligible rollover distribution subject to 
20-percent income tax withholding



48174 Federal Register /  Vol. 57, No. 205 /  Thursday, October 22, 1992 / Rules and Regulations

under section 3405(c) consists of 
property other than cash, the plan 
administrator or payor must apply the 
provisions of Q&A F - l through F-3 of 
§ 35.3405-1 of this chapter.

Q-9: Is there an exception from the 20- 
percent withholding requirement for 
employer securities distributed in an 
eligible rollover distribution?

A-9: Yes. Section 3405(d)(8), as 
amended by section 521(b) of UCA, 
provides that the maximum amount to 
be withheld on any designated 
distribution (including any eligible 
rollover distribution) must not exceed 
the sum of the cash and the fair market 
value of other property (excluding 
employer securities) received in the 
distribution. In addition, if the 
distribution consists solely of employer 
securities and cash (not is excess of 
$200) in lieu of fractional shares, no 
amount is required to be withheld as 
income tax from the distribution under 
section 3405 (including section 3405(c) 
and this section). For purposes of 
section 3405 and this section, employer 
securities means securities of the 
employer corporation within the 
meaning of section 402(e)(4)(E).

Q-10: Must a payor or plan 
administrator withhold tax from an 
eligible rollover distribution for which a 
direct rollover election was not made if 
the amount of the distribution is less 
than $200?

A-10: No. However, all eligible 
rollover distributions received within 
one taxable year of the distributee 
under the same plan must be aggregated 
for purposes of determining whether the 
$200 floor is reached. If the plan 
administrator or payor does not know at 
the time of the first distribution (that is 
less than $200) whether there will be 
additional eligible rollover distributions 
during the year for which aggregation is 
required, the plan administrator need 
not withhold from the first distribution.
If distributions are made within one 
taxable year under more than one plan 
of an employer, the plan administrator 
or payor may, but need not, aggregate 
distributions for purposes of determining 
whether the $200 floor is reached.

Q -ll :  If eligible rollover distributions 
are made from a qualified plan, who has 
responsibility for making the returns and 
reports required under these 
regulations?

A -ll :  Generally, the plan 
administrator, as defined in section 
414(g), is responsible for maintaining the 
records and making the required reports 
with respect to eligible rollover 
distributions from qualified plans. 
However, if the plan administrator fails 
to keep the required records and make 
the required reports, the employer

maintaining the plan is responsible for 
the reports and returns.

Q-12: What eligible rollover 
distributions must be reported on Form 
1099-R?

A-12: Each eligible rollover 
distribution, including each eligible 
rollover distribution that is paid directly 
to an eligible retirement plan in a direct 
rollover, must be reported on Form 
1099-R in accordance with the 
instructions for Form 1099-R. For 
purposes of the reporting required under 
section 6047(e), a direct rollover is 
treated as a distribution that is 
immediately rolled over to an eligible 
retirement plan. Distributions that are 
not eligible rollover distributions are 
subject to the reporting requirements set 
forth in § 35.3405-1 of this chapter and 
applicable forms and instructions.

Q-13: Must the plan administrator, 
trustee or custodian of the eligible 
retirement plan report amounts received 
in a direct rollover?

A-13: (a) Individual retirem ent plan. If 
a distributee elects to have an eligible 
rollover distribution paid fb an 
individual retirement plan in a direct 
rollover, the eligible rollover distribution 
is reported on Form 5498 as a rollover 
contribution to the individual retirement 
plan, in accordance with the instructions 
for Form 5498.

(b) Qualified plan or section 403(b) 
annuity. If a distributee elects to have 
an eligible rollover distribution paid to a 
qualified plan or section 403(b) annuity, 
the recipient plan or annuity is not 
required to report the receipt of the 
rollover contribution.

PART 602—OMB CONTROL NUMBERS 
UNDER THE PAPERWORK 
REDUCTION ACT

Par. 8. The authority citation for part 
602 continues to read as follows:

Authority: 28 U.S.C. 7805.
Par. 9. Section 602.101(c) is amended 

by adding the following entries to the 
table:

§ 602.101 OMB control numbers under the 
Paperwork Reduction A ct 
* * * * *

(c) * * *

CFR part or section where 
identified or described

Current OMB 
control No.

• * • • *
1.401(a)(31)-1T......................... 1545-1341 * •
1.402(c)-2T_____ - __________ 1545-1341 • * '
1.402(f)-2T.^__I__ _______ ___* • • __  1545-1341• •
1.403<b)-2T................................. 1545-1341

CFR part or section where 
identified or described

Current OMB 
control No.

31.3405(c)-1T.—.........................* « *
1545-1341

Shirley D. Peterson,
Commissioner of Internal Revenue.

Approved: October 5,1992.
Fred T. Goldberg, Jr.,
Assistant Secretary of the Treasury.
[FR Doc. 92-25431 Filed 10-20-92; 8:45 am] 
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Procedural Rules for Excise Taxes 
Currently Reportable on Form 720

a g e n c y : Internal Revenue Service, 
Treasury.
ACTION: Final regulations and removal 
of obsolete regulations.

SUMMARY: This document contains final 
regulations relating to requirements for 
returns, payments, and deposits of tax 
for excise taxes currently reportable on 
Form 720, including special rules for use 
of Government depositaries under 
chapter 33 of the Internal Revenue Code. 
Existing procedural regulations under 26 
CFR parts 43,46,48, 49, and 52 are 
amended and consolidated in a new 
part 40. These regulations also reflect 
changes to the law made by the 
Omnibus Budget Reconciliation Acts of 
1989 and 1990. The regulations affect 
persons required to report liability for 
excise taxes currently reportable on 
Form 720. This document also removes 
various obsolete excise tax regulations. 
e f f e c t iv e  DATES: These regulations are 
effective April 1,1991, except that 
§§ 40.6302(c)-l(c)(2)(iii), 40.6302(c)- 
l(c)(2Hiv), 40.6302(c)-l(c)(3), 40.6302(c)- 
1(e)(3), 40.6302(c)-2(b}(3}, and 
40.6302(c)-3 are effective January 1,
1993.
FOR FURTHER INFORMATION CONTACT: 
Ruth Hoffman, (202) 622-3130 (not a toll- 
free number).
SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act
The collections of information 

contained in these final regulations have 
been reviewed and approved by the 
Office o f Management and Budget m 
accordance with the requirements of the
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Paperwork Reduction Act of 1980 (44 
U.S.C. 3504(h)) under control number 
1545-1296. The estimated average 
annual burden per recordkeeper is 60 
hours. The estimated average annual 
burden per respondent is 0.5 hour.

These estimates are an approximation 
of the average time expected to be 
necessary for a collection of 
information. They are based on such 
information as is available to the 
Internal Revenue Service. Individual 
respondents and recordkeepers may 
require more or less time, depending on 
their particular circumstances.

Comments concerning the accuracy of 
this burden estimate and suggestions for 
reducing this burden should be sent to 
the Internal Revenue Service, Attn: IRS 
Reports Clearance Officer, T:FP, 
Washington, DC 20224, and to the Office 
of Management and Budget, Attn: Desk 
Officer for the Department of the 
Treasury, Office of Information and 
Regulatory Affairs, Washington, DC 
20503.

Background
On September 6,1990, temporary 

regulations (T.D. 8311) relating to 
returns, payments, and deposits of tax 
under sections 4681 and 4682 (relating to 
the tax imposed on ozone-depleting 
chemicals) were published in the 
Federal Register (55 FR 36612). A notice 
of proposed rulemaking (PS-73-89) 
cross-referencing the temporary 
regulations was published in the Federal 
Register for the same day (55 FR 36659). 
A public hearing was not requested and 
none was held.

On October 12,1990, temporary 
regulations (T.D. 8314) relating to 
returns, payments, and deposits of tax 
under section 4471 (relating to the tax 
imposed on transportation by water) 
were published in the Federal Register 
(55 FR 41519). A notice of proposed 
rulemaking (PS-3-90) cross-referencing 
the temporary regulations was 
published in the Federal Register for the 
same day (55 FR 41546). A public 
hearing was held on April 8,1991.

On January 3,1991, temporary 
regulations (T.D. 8328) relating to 
returns, payments, and deposits of taxes 
under subtitle D (relating to 
miscellaneous excise taxes) were 
published in the Federal Register (56 FR 
179). A notice of proposed rulemaking 
(PS-65-90) cross-referencing the 
temporary regulations was published in 
the Federal Register for the same day 
(56 FR 233). A public hearing was not 
requested and none was held.

On January 31,1992, a notice of 
proposed rulemaking (PS-27-91) relating 
to special rules for deposits of taxes 
imposed under chapter 33 (relating to

communications services and air 
transportation) was published in the 
Federal Register (57 FR 3734). A public 
hearing was scheduled, but the sole 
request to speak was withdrawn and the 
public hearing was not held.

Written comments responding to the 
notices were received; After 
consideration of all the comments, the 
regulations proposed by PS-65-90 and 
PS-27-91, and the procedural 
regulations proposed as part of PS-73-89 
and PS-3-90 are adopted as revised by 
this Treasury decision and the 
corresponding temporary regulations are 
withdrawn. The revisions are discussed 
below.

Explanation of Revisions

Final Return Based on Change in Law

The proposed regulations provide for 
the filing of a final return when a person 
liable for tax has permanently ceased all 
operations with respect to which 
liability for tax was incurred. The final 
regulations clarify that a person that is 
still conducting the same operations but 
is no longer liable for tax because of a 
change in the law also files a final 
return. For example, a final return is 
Bled by a person that is no longer liable 
for a tax because the point of imposition 
of the tax has moved (assuming that the 
person has no other tax liability 
reportable on Form 720).

Books Kept on a Monthly Basis

The proposed regulations do hot 
require books to be kept on a 
semimonthly basis, but do not explain 
how semimonthly liability is to be 
calculated if a person keeps books on a 
monthly basis. To reflect the "common 
business practice of keeping books on a 
monthly basis, the final regulations 
clarify that the liability for a 
semimonthly period is equal to one-half 
of monthly liability if this method of 
determining semimonthly liability is 
used consistently for the entire quarter.

De Minimis Exception to the Deposit 
Requirem ent

The proposed regulations require 
deposits.of tax to be made on a 
semimonthly basis, no matter how small 
the tax liability, unless the special rule 
for one-time filers applies or no deposit 
of that tax is required. Commenters 
suggested that persons with small tax 
liabilities be exempted from the deposit 
requirement.

The final regulations provide that the 
deposit requirement does not apply if 
the net tax liability for the quarter does 
not exceed $2,000. The de minimis 
exception is effective for deposits that

relate to calendar quarters beginning 
after December 31,1992.

Safe Harbor Rules

Under the proposed regulations, 
deposits of tax for a semimonthly period 
generally must equal the amount of tax 
liability incurred (or in the case of 
collected taxes, the amount of tax 
collected) during that semimonthly 
period. However, the proposed 
regulations provide one general safe 
harbor rule, and one special safe harbor 
rule for new filers based on current 
liability. The general safe harbor rule 
applies to persons that have filed a Form 
720 reporting tax for the look-back 
quarter (the second calendar quarter 
preceding the current calendar quarter). 
Under this safe harbor rule, a person is 
considered to have met the semimonthly 
deposit requirement if the person’s 
deposit for each semimonthly period in 
the current quarter is not less than Ve of 
the total net tax liability reported on 
Form 720 for the look-back quarter.

The special safe harbor rule applies to 
persons (generally new return filers) 
that did not file a Form 720 reporting tax 
for the look-back quarter. Under this 
safe harbor rule, a person is considered 
to have met the semimonthly deposit 
requirement if the person’s deposit for 
each semimonthly period in the current 
quarter is not less than 90 percent of the 
net tax liability incurred during the 
semimonthly period.

Modification o f Safe Harbor Based on 
Current Liability

Commenters requested that the 
special safe harbor rule based on 
current liability be extended to all filers.

The final regulations extend to all 
filers a safe harbor rule based on current 
net tax liability. However, the safe 
harbor rule provided by the final 
regulations is based on 95 percent of the 
liability for a semimonthly period. Thus, 
under the final regulations, a person is 
considered to have met the semimonthly 
deposit requirement for the current 
quarter if the deposit for each 
semimonthly period in the current 
quarter is not Jess than 95 percent of the 
net tax liability incurred during the 
semimonthly period. The new current 
liability safe harbor is effective for 
deposits that relate to calendar quarters 
beginning after December 31,1992.

Modification o f Safe Harbor Based on 
Look-back Quarter Liability To Adjust 
fo r Tax Rate Increases

Under the proposed regulations, an 
increase in the rate of a tax generally is 
not reflected in deposits made by 
persons using the look-back quarter safe
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harbor rule until the second quarter 
after the quarter for which the increased 
rate is effective (although the increased 
rate is reflected in catch-up payments 
for each quarter). There is an exception 
in the case of ozone-depleting chemicals 
taxes; for purposes of the safe harbor, 
the look-back quarter liability is 
modified to take into account increases 
in tax liability due to increases in the 
base tax amount or due to the phase-in 
of tax on Halons and ozone-depleting 
chemicals used in the manufacture of 
rigid foam insulation.

The final regulations extend the tax 
rate increase rule to other taxes. Under 
the final regulations, the safe harbor 
deposit amounts for the first and second 
quarters beginning on or after the 
effective date of a tax rate increase must 
be calculated as if the new tax rate had 
been in effect during the look-back 
quarter. Thus, persons using the safe 
harbor in these quarters must deposit lA 
of the amount for which they would 
have been liable in the look-back 
quarter had the higher rate applied at 
that time. This rule ensures that the 
statutory effective date of tax rate 
changes will be appropriately reflected 
in deposits.

Look-back quarter liability is adjusted 
for safe harbor purposes only where tax 
rates are increased, not where there is 
some other change that would have 
resulted in higher taxes in the look-back 
quarter. Hie change is effective for 
deposits that relate to calendar quarters 
beginning after December 31,1992.

Withdrawal o f Right To Use Safe 
Harbor Rules

The Internal Revenue Service may 
withdraw the right to make deposits of 
tax using safe harbor rules from any 
person that does not comply with the 
conditions of those rules.
Special Rules fo r Use o f Government 
Depositaries Under Chapter 33

Currently, special rules for deposits of 
taxes imposed on communications 
services and air transportation by 
chapter 33 (the "considered collected” 
method) are provided under 
§ 49.6302(c)-l(a)(l). The considered 
collected method, including the 
semimonthly deposit exceptions, 
continues to apply until January 1,1993, 
the effective date of § 40.6302(c)-3 of the 
final regulations.

PS-65-90 did not propose any changes 
to the special rules for chapter 33 biers. 
Proposed changes to the considered 
collected method are contained in PS- 
27-91. The proposed regulations provide 
that the amount of the deposit of tax 
under chapter 33 for each semimonthly 
period may be computed based on

amounts billed or tickets sold (the 
"alternative method”).

As proposed, the alternative method 
does not provide any safe harbor rules. 
Commenters on PS-27-91 requested that 
the safe harbor rules proposed by PS- 
65-90 for other excise taxes be extended 
to chapter 33 filers. Hie final regulations 
provide the same safe harbor rules for 
chapter 33 filers using the alternative 
method as are provided for other biers.

The regulations set forth in PS-27-91 
were proposed to be effective July 1, 
1992. Contrary to the proposed effective 
date, the special rules provided under 
§ 40.6302(c)-3 of the final regulations are 
effective January 1,1993, for deposits of 
taxes.that are considered as collected 
after December 31,1992, (i.e„ tax with 
respect to amounts billed or tickets sold 
after November 30,1992), and for returns 
of tax for quarters beginning after 
September 30,1992.

Penalty Calculations
Failure-to-deposit penalties under 

section 6656 may apply if required 
deposits are not timely made in the 
correct amount with an authorized 
Government depositary.

Commenters suggested that, as 
illustrated in the examples provided in 
the proposed regulations, the calculation 
of penalties might have overly harsh 
results, particularly when a deposit is 
only late by a day or is only short by a 
few dollars.

The final regulations do not provide 
any examples of the application of 
section 6656 to excise tax deposits. 
Instead, the new Penalty Handbook 
published by the Internal Revenue 
Service provides uniform guidance on 
the application of section 6656.

Gasoline Tax Deposits fo r the Period 
Septem ber 16th-22nd

Section 6302(f) provides that a deposit 
of gasoline tax must be made for the 
period September 16th-22nd and that 
this additional deposit generally is due 
by September 27. The proposed 
regulations do not provide guidance 
with respect to the calculation of the 
amount of gasoline tax to deposit for the 
period September 16th-22n<3L The final 
regulations provide that guidance.

Under the bnal regulations, a person 
liable for the gasoline tax must make 
one gasoline tax deposit for the period 
September 16th-22nd and a second 
gasoline tax deposit for the period 
September 23rd-30th. In general, the 
deposit for each of those periods must 
be not less than the amount of net 
gasoline tax liability for that period.

The bnal regulations also modify the 
safe harbor rules for these September 
gasoline deposits. In general, persons

using the look-back quarter liability safe 
harbor must make two separate deposits 
of Via of the look-back quarter liability 
for the class of tax that includes the 
gasoline tax, and persons using the 
current liability safe harbor must make 
two separate deposits of 47.5 percent of 
their gasoline tax liability for the second 
semimonthly period in September. The 
safe harbors are effective after 
December 31,1992.

Special Analyses

It has been determined that these 
rules are not major rules as defined in 
Executive Order 12291. Therefore, a 
Regulatory Impact Analysis is not 
required. It also has been determined 
that section 553(b) of the Administrative 
Procedure Act (5 U.S.C. chapter 5) and 
the Regulatory Flexibility Act (5 U.S.C. 
chapter 6) do not apply to these 
regulations, and therefore, a bnal 
Regulatory Flexibility Analysis is not 
required. Pursuant to section 7805(f) of 
the Internal Revenue Code, the notice of 
proposed rulemaking was submitted to 
the Chief Counsel for Advocacy of the 
Small Business Administration for 
comment on their impact on small 
business.

Drafting Information

The principal author of these 
regulations is Ruth Hoffman, Office of 
Assistant Chief Counsel (Passthroughs 
and Special Industries), Internal 
Revenue Service. However, personnel 
from other offices of the IRS and 
Treasury Department participated in 
their development.

List of Subjects

26 CFR part 40

Administrative practice and 
procedure, Excise taxes.

26 CFR part 43

Excise taxes, Gambling, 
Transportation by Water, Vessels.

26 CFR part 44-

Excise taxes, Gambling.

26 CFR part 46

Banks and banking, Excise taxes, 
Insurance.

26 CFR part 48

Agriculture, Aircraft, Boats, Coal, . 
Excise taxes, Furs, Jewelry, Motor fuels, 
Motor vehicles, Sporting goods, Tires.

26 CFR part 49

Excise taxes, Telegraph, Telephone, 
Transportation.



Federal Register /  Vol. 57, No. 205 /  Thursday« October 22, 1992 / Rules and Regulations 48177

26 CFR part 51

Crude Oil Windfall Profit Tax Act of 
1980. Excise taxes. Petroleum.

26 CFR part 52

Chemicals, Excise taxes, Petroleum 

26 CFR part 145

Excise taxes, Excise Tax Reduction 
Act of 1965.

26 CFR part 148

Excise taxes, Excise Tax Technical 
Changes Act of 1958.

26 CFR part 150

Crude Oil Windfall Profit Tax Act of 
1980, Excise taxes, Petroleum.

26 CFR part 602

Reporting and recordkeeping 
requirements.

Adoption of Amendments to the 
Regulations

Accordingly, 26 CFR parts 40, 43, 44, 
46, 48, 49, 51,52,145,148,150, and 602 
are amended as follows:

Paragraph 1. Part 40 is revised to read 
as follows:

PART 40—EXCISE TAX PROCEDURAL 
REGULATIONS

Sec.
40.0-1 Introduction.
40.601 lfa)-l Returns.
40.6011(a }—2 Final returns.
40.6071{a)-l Time for filing returns. 
40.6071[a)-2 Time for filing quarterly returns 

under chapter 33 and sections 4681 and 
4682(h).

40.6091-1 Place for filing returns.
40.6101-1 Period covered by returns. 
40.6109(a)-l Identifying numbers. 
40.6151(a)-l Time and place for paying tax 

shown on return.
4Q4530Z(c}-d Table of contents.
40.6302(c)-l Use of Government 

depositaries.
40.63Q2(c}-2 Special rules for use of

Government depositories under section 
4681.

40.63Q2[c)-3 Special rules for use of
Government depositaries under chapter 
33.

40.6302(c)-4 Special rule for use of
Government depositaries under section 
4081.

40.9999-1 Examples.
Authority: 26U.S.C. 7805.
Sections 40.6011(a)-l and 40.6011(a.}-2 also 

issued under 26 U.S.C. 6011(a).
Sections 4G.607T(a}-l and 40.6071(a)-2 also 

issued under 26 U.S.C. 6071(a).
Section 40.6091-1 also issued under 26 

U.S.C. 6091.
Section 40.6101-1 also issued under 26 

U.S.C. 6101.
Section 40.6109(a)-l also issued under 26 

U.S.C. 6109(a).

Sections 40.6302(c)-l. 40.6302{c)-2, 
40.6302(c}-3, and 40.6302(c)-4 also issued 
under 28 U.S.C. 6302(a).

§ 40.0-1 Introduction.
(a) In general. The regulations in this 

part 40 are designated "Excise Tax 
Procedural Regulations.” The 
regulations set forth administrative 
provisions relating to the excise taxes 
imposed by chapters 31,32,33, 34, 36,38, 
and 39 (except for the chapter 32 tax 
imposed by section 4181 (firearms tax) 
and die chapter 36 taxes imposed by 
sections 4461 (harbor maintenance tax), 
4481 (heavy vehicle use tax), and 4495 
(deep seabed mineral removal tax)). 
Chapter 31 relates to retail excise taxes; 
chapter 32 to manufacturers’ excise 
taxes; chapter 33 to taxes imposed on 
communications services and air 
transportation; chapter 34 to taxes 
imposed on policies issued by foreign 
insurers; chapter 36 to taxes imposed on 
transportation by water; chapter 38 to 
environmental taxes; and chapter 39 to 
taxes imposed on registration-required 
obligations. See parts 43, 46, 48, 49, and 
52 of this chapter for regulations relating 
to the imposition of tax.

(b) R eferences to form s. Any 
reference for form in this part is also a 
reference to any other form designated 
for the same use by the Commissioner 
after October 22,1992.

(c) Definition o f semimonthly period. 
The term “semimonthly period” means 
the first 15 days of a calendar month 
(the “first semimonthly period”) or the 
portion of a calendar month following 
the 15th day of the month (the “second 
semimonthly period”).

(d) Examples. See § 40.9999-1 for 
examples illustrating the rules of this 
p4rt 40.

(e) Cross references. For provisions 
relating to penalties for failure to file a 
return to pay tax, see section 6651. For 
provisions relating to penalties for 
failure to make deposit of taxes, see 
section 6656. For provisions relating to 
timely mailing treated as timely filing 
and paying, see section 7502. For 
provisions relating to time for 
performance of acts where the last day 
for performance falls on Saturday, 
Sunday, or a legal holiday, see section 
7503.

(f) Effective date. Except as otherwise 
provided, this part is effective April 1, 
1991, for returns that relate to calendar 
quarters beginning after December 31, 
1990, and are filed after March 31,1991, 
and for deposits that relate to calendar 
quarters beginning after March 31,1991. 
In the case of taxes for which rules are 
provided in this part, the administrative 
provisions that apply to such taxes 
before the effective date of this part are 
contained in 26 CFR parts 43, 46, 48, 49

and 52 (each revised as of April 1,1992). 
§ 40.6011(a)-1 Returns.

fa) In general—f  1) Return required. 
The return of any tax to which this pari 
40 applies must be made on Form 726, 
Quarterly Federal Excise Tax Return, 
according to the instructions applicable 
to the form. The requirement for filing a 
return under this pari 40 applies 
separately to each tax listed by IRS 
Number on Form 720. Except as 
provided in this paragraph (a)(1), an 
entry must be made on the line for the 
IRS Number in order to file a return of 
the tax corresponding to that number. 
The entry on an IRS Number line of the 
word “none," “zero," or comparable 
entry clearly indicating a denial of 
liability constitutes a return of that tax. 
The entry of the word “none" across the 
return or in the summary portion, 
provided it clearly indicates a denial of 
liability for all taxes, constitutes a 
return of all taxes listed on Form 720.

(2) Period covered  by return—(i) In 
g e n e ra lExcept as provided in 
paragraph (b) of this section, the return 
must be made for a period of one 
calendar quarter. A return must be filed 
for the first calendar quarter in which 
liability for tax is incurred (or in which 
tax must be collected and paid over) 
and for each subsequent calendar 
quarter, whether or not liability is 
incurred (or tax must be collected and 
paid over) during that subsequent 
quarter, until a final return under
§ 40.601l(a}-2  is filed. In the case of one­
time filings (as defined in § 40.6011(a)- 
2(b)) and returns of floor stocks taxes 
under § 40.6011{a)-2fc), a first return is 
also a  final return.

(ii) First rettmi. A person’s return is a 
first return if  the person was not 
required under this part 40 to file a 
return (other than a final return) for the 
preceding period.

(3) Person required to file the return. 
Except m the case of a tax required to 
be collected and paid over, the person 
incurring liability for tax must file the 
return. In the case of a tax required to 
be collected and paid over, the person 
required to collect the tax (and not the 
person incurring liability) must file the 
return.

(b) Monthly and semimonthly returns. 
If the district director determines that 
any person that is required under this 
section to file returns has failed to 
comply in a timely manner with the 
requirements of this part 40 relating to 
returns, payments, and deposits of tax, 
that person will be required, if  so 
notified in writing by the district 
director, to make a return for a monthly 
or semimonthly period fas defined in 
§ 40.0-l(c)}. Each person so notified by 
the district director must make a return
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for the calendar month or semimonthly 
period in which the notice is received 
and for each calendar month or 
semimonthly period thereafter until the 
person has filed a final return or until 
the person is notified by the district 
director to resume making quarterly 
returns.

(c) Cross reference. For provisions 
relating to the time to file returns, see 
§§ 40.6071(a )-l and 40.6071(a)-2. For 
provisions relating to the place for filing 
returns, see § 40.6091-1. For provisions 
relating to time and place for paying tax, 
see § 40.6151(a)-l. For provisions 
relating to use of Government 
depositaries, see § § 40.6302(c)-l, 
40.6302(c)-2, 40.6302(c)-3, and 
40.6302(c)—4.

(d) Effective date. This section is 
effective April 1,1991, for returns that 
relate to calendar quarters beginning 
after December 31,1990, and are filed 
after March 31,1991.

§ 40.6011(a)-2 Final returns.
(a) In general—(1) Permanent 

cessation o f operations. Any person that 
is required under § 40.6011(a)-l to make 
returns and that permanently ceases all 
operations with respect to which 
liability for tax was incurred (or with 
respect to which tax had to be collected 
and paid over) must make a final return 
in accordance with the instructions 
applicable to the form on which the 
retail! is made. A person does not make 
a final return if only a temporary or 
partial cessation of such operations 
occurs and must continue to file returns 
as required under § 40.6011(a)-l.

(2) Change in law without cessation o f 
operations. Any person that is required 
under § 40.6011(a)-l to make returns 
must make a final return in accordance 
with the instructions applicable to the 
form on which the return is made if, by 
reason of a change in law, that person is 
no longer liable for any tax (or, in thé 
case of a collected tax, is no longer 
responsible for collecting and paying 
over any tax). For example, if the tax on 
a product is changed from a retail tax to 
a manufacturers tax, a retailer formerly 
liable for the tax but now buying the 
product tax-paid from its supplier must 
make a final return (assuming that the 
retailer has no other tax liability 
reportable on the return).

(b) Special rule for one-time filings—
(1) In general. A first return is also a 
final return if it is a one-time filing. A 
return is a one-time filing if the person 
reporting tax does not engage in any 
activity with respect to which tax is 
reportable on the return in the course of 
a trade or business.

(2) Deposits not required. See 
§ 40.6302(c)-l(e)(2) for a rule providing

that no deposit of taxes reported on a 
one-time filing is required.

(c) Special rule for floor stocks taxes. 
A first return reporting only floor stocks 
taxes under this part 40 is also a final 
return.

(d) Effective date. This section is 
effective April 1,1991, for returns that 
relate to calendar quarters beginning 
after December 31,1990, and are filed 
after March 31,1991.

§ 40.6071(a )-1 Time for filing returns.
(a) Quarterly returns—(1) In general. 

Except as provided in paragraph (a)(2) 
of this section and in § 40.6071(a)-2 
(relating to quarterly returns under 
chapter 33 and sections 4681 and 
4682(h)), each quarterly return required 
under § 40.6011(a)-l(a)(2) must be filed 
by the last day of the first calendar 
month following the quarter for which it 
is made.

(2) Special rule. A person must file 
only one return for a quarter. If under 
§ 40.6071(a)-2 a person is required to file 
a return for a quarter by a date that is 
later than the date provided in 
paragraph (a)(1) of this section, the 
person must file a single return for the 
quarter by the filing date provided under 
§ 40.6071(a)-2. This rule does not extend 
the time for making deposits or paying 
any excise tax.

(b) M onthly and semimonthly 
returns—(1) M onthly returns. Each 
monthly return required under
§ 40.6011(a)-l(b) must be filed by the 
fifteenth day of the month following the 
month for which it is made.

(2) Semimonthly returns. Each 
semimonthly return required under 
§ 40.6011(a)-l(b) must be filed by the 
ninth day of the semimonthly period (as 
defined in § 40.0-1 (c)) following the 
semimonthly period for which it is 
made.

(c) Effective date. This section is 
effective April 1,1991, for returns that 
relate to calendar quarters beginning 
after December 31,1990, and are filed 
after March 31,1991.

§ 40.6071(a)-2 Time for filing quarterly 
returns under chapter 33 and sections 4681 
and 4682(h).

(a) In general. In the case of return of 
tax imposed by chapter 33 (relating to 
communications services and air 
transportation) or section 4681 (relating 
to ozone-depleting chemicals), each 
quarterly return required under
§ 40.6011(a)-l(a)(2) must be filed by the 
last day of the second calendar month 
following the quarter for which it is 
made.

(b) Special rule for floor stocks tax 
imposed by section 4682(h). In the case 
of floor stocks taxes imposed by section

4682(h) on January 1 of a calendar year, 
each return required under § 40.6011(a)- 
1(a) must be filed by August 31 of the 
year the tax is imposed. Each of these 
returns will be a return for the second 
calendar quarter of the year in which 
the tax is imposed.

(c) Effective date. This section is 
effective April 1,1991, for returns that 
relate to calendar quarters beginning 
after December 31,1990, and are filed 
after March 31,1991.

§ 40.6091-1 Place for filing returns.
(a) Quarterly returns. Except as 

provided in paragraph (b) of this section, 
quarterly returns must be filed in 
accordance with the instructions 
applicable to the form on which the 
return is made.

(b) H and-carried returns—(1) Persons 
other than corporations. Returns of 
persons other than corporations that are 
filed by hand carrying must be filed with 
the district director for the Internal 
Revenue district in which is located the 
principal place of business or legal 
residence of the person.

(2) Corporations. Returns of 
corporations that are filed by hand 
carrying must be filed with the district 
director for the Internal Revenue district 
in which is located the principal place of 
business or principal office or agency of 
the corporation.

(c) Monthly and semimonthly returns. 
Monthly and semimonthly returns 
required under § 40.6011(a)-l(b) must be 
filed in accordance with the instructions 
of the district director requiring that 
filing.

(d) Effective date. This section is 
effective April 1,1991, for returns that 
relate to calendar quarters beginning 
after December 31,1990, and are filed 
after March 31,1991.

§ 40.6101-1 Period covered by returns.
(a) In general. See § 40.6011(a)-l(a)(2) 

for the rules relating to the period 
covered by the return.

(b) Effective date. This section is 
effective April 1,1991, for returns that 
relate to calendar quarters beginning 
after December 31,1990, and are filed 
after March 31,1991.

§ 40.6109(a)-1 Identifying numbers.
(a) In general. Every person required 

under § 40.6011(a)—1 to make a return 
must provide the identifying number 
required by the instructions applicable 
to the form on which the return is made.

(b) Effective date. This section is 
effective April 1,1991, for returns that 
relate to calendar quarters beginning 
after December 31,1990, and are filed 
after March 31,1991.
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§ 40.6151(a>-1 Time and place for paying 
tax shown on reftan.

(a) In general Except as provided by 
statute, the tax must be paid at the time 
prescribed in § 4&6071(a)-l or 
40.6071{a)-2 for filing the return, and at 
the place prescribed in § 40.6091-1 for 
filing the return.

(b) Special rale far floor stocks tax 
imposed by  section 4682(h). The floor 
stocks tax imposed by section 4682(h) 
(relating to ozone-depleting chemicals) 
on January 1 of a calendar year, must be 
paid by June 30 of the year the tax is 
imposed^ Payments must be 
accompanied by Form 8109, Federal Tax 
Deposit Coupon, and deposited in 
accordance with the instructions 
applicable to that form. In accordance 
with the instructions to Form 8109, mark 
the boxes on Form 8109 for “720” and 
“2nd Quarter."

(c) Cross reference. For provisions 
relating to use of Government 
depositaries, see § § 40.6302(c)-!, 
40.6302(c)-2, 4Gl6302(c)-3, and 
40.63Q2(c}-4.

(d) Effective date. This section is 
effective April 1,1991, for returns that 
relate to calendar quarters beginning 
after December 31,1990, and are filed 
after March 31,1991.

§ 40.6302{c)~0 Table of contents.
This section lists captions contained 

in §§ 40.63G2(c)-l, 40.6302-2(c)-1, 
40.6302(c)—3, and 40.6302(c)-4.
§ 40.6302(c)-lUse o f Government 
depositaries.
(a) Overview.
(b) In general.

(1) Semimonthly deposits required.
(1) General rule.
(ii) Special rule for gasoline tax deposits for 

September.
(iii) Treatment of taxes imposed by chapter 

33.
(2) Definition of net tax liability.
(3) Computation of net tax liability
(4) Failure to comply with deposit 

requirements.
(5) Amount of deposit
(i) In general
(ii) Special rule for gasoline tax deposits for 

September.
{iii) Exceptions; cross references.
(6) Time to deposit
(i) In general.
ft») Exceptions; cross references.
{m) Special rule for gasoline tax deposits 

for September.
(c) Amount of deposit; safe harbor rules.

(1) Applicability.
(1) In general.
(ii) Separate applicability to each class of 

tax.
(2) Safe harbor rule based on look-back 

quarter liability.
(i) In general.
(ii) Amount of special deposit.
(iii) Modification for tax rate increases.

(A) Applicability.
(B) Modification.
|C) Effective date.
(tv) Modification for gasoline tax deposits 

for September.
(A) Applicability.
(B) Modifica tion.
(C) Effective date.
(3) Safe harbor rule based on current 

liability.
(1) In general.
(if) Amount of special deposit.
(iii) Modification for gasoline tax deposits 

for September.
(A) Applicability.
(B) Modification.
(iv) Effective date.

(d) Remittance of deposits.
(e) Exceptions.

fl) Taxes excluded.
(2) One-time filings.
(3) De minimis exception.
(1) In general.
(ii) Effective date.

(f) Cross references.
(g) Effective date.

§ 40.6302(c)-2 Special rules for use of 
Government-depositaries under section 4681.
(a) Overview.
(b) In general.

fl) Time to deposit.
(2) Amount of deposit; safe harbor rule 

based on look-back quarter liability
(i) In general.
(ii) Modification for tax rate increases.
(A) Applicability.
(B) Modification,
(3) Amount of deposit; safe harbor rule 

based on current liability
(i) In general.
{ii) Effective date.

(c) Effective date.

§ 4O.6302(c)-3 Special rules for use of 
Government depositaries under chapter 33.
(a) Overview.
(b) Alternative method for computing

deposits.
(1) In general.
(1) Alternative method.
(ii) Using more than one method to 

compute deposits.
(2) Applicability.
(i) In general.
(ii) Separate account.
(hi) Change of method.
(3) Period during which tax is considered 

as collected.
(4) When amounts are billed.

(c) Time to deposit
(d) Amount of deposit
(e) Reporting of tax.
(f) Transitional rule for first calendar quarter

of 1993.
(1) Applicability.
(2) Rule.
(i) Crediting of deposits.
(ii) Return of tax for fourth calendar 

quarter of 1992.
(3) Example.

(g) Effective date.

§ 40.6302fc)-4 Special rule for use of 
Government depositaries under section 4081.
(a) Overview.
(b) Time to deposit under the 14-day rule.

(c) Qualified person defined.
(1) In general
(2) Related groups.

(d) Effective date and termination date.

§ 40.6302(c)-1 Use of Government 
depositaries.

(a) Overview. This section sets forth 
the general rule that any person required 
to file a quarterly return under
§ 40.601l{a)-l(a)(2) must make deposits 
of taxes reported on the return. Rules 
relating to the time for making a deposit 
and its amount are provided, including 
safe harbor rules for computing the 
amount of a deposit. Return'filers 
generally have an obligation to make 
semimonthly deposits of tax in advance 
of the due date of the return. Under this 
section, taxes that are required to be 
deposited on the same schedule are 
grouped together into classes o f tax and 
referred to collectively as “9-day rule 
taxes," “30-day rule taxes,” “alternative 
method taxes," or "14-day rule taxes.” 
Paragraph (b)(6) of this section sets forth 
the general rule that the^deposit of tax 
for a semimonthly period is due by the 
ninth day of the following semimonthly 
period (die “9-day rule”). Most of the 
taxes to which this part 40 relates are 
required to be deposited in accordance 
with this rale (the ‘9-day rule taxes”). 
Exceptions to the 9-day rule are set forth 
in other sections. Unless otherwise 
provided, the safe harbor rules set forth 
in this section apply as well to deposits 
of alternative method and 14-day rule 
taxes. Section 40.6302(c)-2 (relating to 
taxes imposed on ozone-depleting 
chemicals by section 4681) provides 
special rules for the time to make 
deposits of section 4681 taxes (the “30- 
day rule” and “30-day rule taxes”) and 
the safe harbor rules for computing the 
amount o f those deposits. Section 
40.6302(c}-3 (relating to taxes imposed 
on communications services and air 
transportation by chapter 33) provides 
an alternative method for computing the 
amount of deposits of chapter 33 taxes 
(the “alternative method” and 
“alternative method taxes“). Section 
40.6302(c)-4 (relating to taxes imposed 
on gasoline by section 4081) provides a 
special rule under which qualified 
persons may make deposits o f section 
4081 taxes (the “14-day rule” and “14- 
day role taxes”).

(b) In general—f l )  Semimonthly 
deposits required—(i ) G eneral rule. 
Except as provided by statute or by 
paragraph (e) of this section, each 
person required under § 40.6011(a)- 
1(a)(2) to Me a quarterly return must 
make a deposit of tax for each 
semimonthly period (as defined in
§ 40.0-l(c)) in which liability is incurred-
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(ii) Special rule fo r gasoline tax 
deposits for Septem ber. In the case of 
deposits of taxes imposed by section 
4081 (relating to gasoline) for the second 
semimonthly period in September, 
separate deposits are required for the 
period September 16th-22nd and the 
period September 23rd-30th.

(iii) Treatment o f taxes imposed by 
chapter 33. For purposes of this part 40, 
a tax imposed by chapter 33 (relating to 
communications services and air 
transportation) is treated as a tax 
liability incurred during the 
semimonthly.period in which that tax is 
collected (or, in the case of the 
alternative method, is considered as 
collected).

(2) Definition o f net tax liability. The 
term “net tax liability” means the tax 
liability for the specified period plus or 
minus any adjustments allowable in 
accordance with the instructions 
applicable to the form on which the 
return is made.

(3) Computation o f net tax liability.
The net tax liability for a semimonthly 
period may be computed by dividing by 
two the net tax liability incurred during 
the calendar month that includes that 
semimonthly period, provided that this 
method of computation is used for all 
semimonthly periods in the calendar 
quarter.

(4) Failure to comply with deposit 
requirements. If a person fails to make 
deposits as required under this part 40, 
that failure may be reported to the 
appropriate district director and the 
Internal Revenue Service may withdraw 
the person’s right to use the safe harbor 
rules of paragraph (c) of this section and 
§ 40.6302(c)-2(b)(2) and (3) in computing 
deposits.

(5) Amount o f deposit—(i) In general. 
The deposit of tax for each semimonthly 
period must be not less than the amount 
of net tax liability incurred during that 
semimonthly period. Except as provided 
under paragraph (c)(2) of this section 
and § 40.6302(c)-2(b)(2) (relating to safe 
harbor rules based on look-back quarter 
liability), no deposit is required for any 
semimonthly period in which no tax 
liability is incurred.

(ii) Special rule fo r gasoline tax 
deposits for Septem ber. Each deposit of 
taxes imposed by section 4081 (relating 
to gasoline) for the periods September 
16th-22nd and September 23rd-30th 
must be not less than the amount of net 
tax liability incurred under section 4081 
during the period. However, if net tax 
liability is computed on the basis of the 
rule provided in paragraph (b)(3) of this 
section, the deposit for each period must 
not be less than one-fourth of the 
September net tax liability under section 
4081.

(iii) Exceptions; cross references. 
Special rules for determining the amount 
to deposit are provided in paragraph (c) 
of this section (relating to safe harbor 
rules), paragraph (e)(3) of this section 
(relating to the de minimis exception),
§ 40.6302(c)-2(b)(2) and (3) (relating to 
safe harbor rules for section 4681 taxes), 
and § 40.6302(c)-3(d) (relating to the 
alternative method for chapter 33 taxes).

(6) Time to deposit—(i) In general.
The deposit of tax for any semimonthly 
period must be made by the ninth day of 
the following semimonthly period (the 
“9-day rule”). Thus, under the 9-day rule 
generally, the deposit of tax for the first 
semimonthly period in a month is due by 
the 24th day of that month and the 
deposit of tax for the second 
semimonthly period in a month is due by 
the 9th day of the following month.

(ii) Exceptions; cross references. The 
9-day rule does not apply to deposits for 
which rules are prescribed by paragraph
(b) (6)(iii) of this section (relating to 
deposits of gasoline tax for September),
§ 40.6302(c}-2 (relating to deposits of 
section 4681 taxes (“30-day rule taxes”)), 
§ 40.6302(c)-3 (relating to the alternative 
method for computing deposits of 
chapter 33 taxes (“alternative method 
taxes”)), or § 40.6302(c)-4 (relating to 
deposits by qualified persons of section 
4081 taxes (“14-day rule taxes”)).

(iii) Special rule for gasoline tax 
deposits fo r Septem ber—(A) The 
deposit of taxes imposed by section 4081 
(relating to gasoline) for the period 
September 16th-22nd is due by 
September 27th. If September 27th falls 
on a Saturday, Sunday, or legal holiday 
in the District of Columbia, the due date 
of the deposit is the immediately 
preceding day which is not a Saturday, 
Sunday, or legal holiday in the District 
of Columbia. Section 40.6302(c)-^4 
(relating to the 14-day rule) does not 
apply to extend the due date of this 
deposit.

(B) The deposit of taxes imposed by 
section 4081 (relating to gasoline) for the 
period September 23rd-30th is due as 
provided under paragraph (b)(6)(i) of 
this section or § 40.6302(c)-4.

(c) Amount o f deposit; safe harbor 
rules—(1) Applicability—(i) In general. 
This paragraph (c) provides the safe 
harbor rules for deposits of 9-day rule 
taxes, alternative method taxes, and 14- 
day rule taxes.

(ii) Separate applicability to each 
class o f tax. The rules of this paragraph
(c) are applied separately to each class 
of tax. For this purpose, all 9-day rule 
taxes are treated as one class of tax, all 
alternative method taxes are treated as 
a second class of tax, and all 14-day rule 
taxes are treated as a third class of tax.

(2) Safe harbor rule based on look- 
back quarter liability—(i) In general. 
Except as provided in paragraph
(c)(2)(iii) of this section, any person that 
made a return of tax reporting a class of 
tax to which this paragraph (c) applies 
for the second preceding calendar 
quarter (the "look-back quarter”) is 
considered to have complied with the 
requirement of this part 40 for deposit of 
taxes in that class for the current 
calendar quarter if—

(A) The deposit of those taxes for 
each semimonthly period in the current 
calendar quarter is not less than Vfe 
(16.67 percent) of the net tax liability 
reported for the class of tax for the look- 
back quarter;

(B) Each deposit is made on time;
(C) In any case in which the due date 

of the return is extended under
§ 40.6071 (a)—1 (a)(2) (relating to filing a 
single return), a special deposit (the 
amount of which is determined under 
paragraph (c)(2)(ii) of this section) is 
made by the last day of the first 
calendar month following the end of the 
quarter; and

(D) The amount of any underpayment 
of those taxes is paid by the due date of 
the return.

(ii) Amount o f special deposit. The 
amount of the special deposit required 
under paragraph (c)(2)(i)(C) of this 
section with respect to a class of tax is 
not less than the lesser of—

(A) The amount by which net tax 
liability with respect to taxes in that 
class (other than taxes imposed by 
chapter 33) for the current calendar 
quarter exceeds that net tax liability for 
the look-back quarter; and

(B) The amount of any underpayment 
of taxes in that class for the current 
calendar quarter.

(iii) Modification for tax rate 
increase—(A) Applicability. The safe 
harbor rule of paragraph (c)(2)(i) of this 
section is modified for the first and 
second calendar quarters beginning on 
or after the effective date of an increase 
in the rate of any tax to which this part 
40 applies.
- (B) Modification. The safe harbor rule 

of paragraph (c)(2)(i) of this section does 
not apply to a class of tax for those 
calendar quarters unless the deposit of 
taxes in that class for each semimonthly 
period in the calendar quarter is not less 
than Ve (16.67 percent) of the tax 
liability the person would have had with 
respect to that class for the look-back 
quarter if the increased rate of tax had 
been in effect for that look-back quarter.

(C) Effective date. This paragraph
(c)(2)(iii) is effective for deposits that 
relate to calendar quarters beginning 
after December 31,1992.
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(iv) Modification for gasoline tax 
deposits for September—(A) 
Applicability. In the case of a class of 
tax that includes taxes imposed by 
section 4081 (relating to gasoline), the 
safe harbor rule of paragraph (c)(2)(i) of 
this section is modified for deposits of 
tax for the second semimonthly period 
in September.

(B) Modification. The safe harbor rule 
in paragraph (c)(2)(i) of this section does 
not apply to that class of tax for the 
third calendar quarter unless each 
deposit of taxes in that class for the 
periods September 16th-22nd and 
September 23rd-30th is not less than Viz 
(8.34 percent) of the net tax liability 
reported for that class of tax for the 
look-back quarter.

(C) Effective date. This paragraph
(c)(2)(iv) is effective for deposits that 
relate to calendar quarters beginning 
after December 31,1992.

(3) Safe harbor rule based on current 
liability—(i) In general. A person is 
considered to have complied with the 
requirement of this part 40 for deposit of 
a class of tax to which this paragraph (c) 
applies for a calendar quarter if—

(A) The deposit of those taxes for 
each semimonthly period in the calendar 
quarter is not less than 95 percent of the 
net tax liability incurred with respect to 
those taxes during the semimonthly 
period;

(B) Each deposit is made on time; and
(C) In any case in which the due date 

of the return is extended under
§ 40.6071 (a )-l (a) (2) (relating to filing a 
single return), a special deposit (the 
amount of which is determined under 
paragraph (c)(3)(ii) of this section) is 
made by the last day of the first 
calendar month following the end of the 
quarter; and

(D) The amount of any underpayment 
of those taxes is paid by the due date of '  
the return.

(ii) Amount o f special deposit. The 
amount of the special deposit required 
under paragraph (c)(3)(i)(C) of this 
section with respect to a class of tax is 
not less than the lesser of—

(A) An amount equal to 5 percent of 
net tax liability with respect to taxes in 
that class (other than taxes imposed by 
chapter 33) for the current calendar 
quarter; and

(B) The amount of any underpayment 
of taxes in that class for the current 
calendar quarter.

(iii) Modification fo r gasoline tax 
deposits for September—(A) 
Applicability. In the case of a class of 
tax that includes taxes imposed by 
section 4081 (relating to gasoline), the 
safe harbor rule of paragraph (c)(3)(i) of 
this section is modified for deposits for

the second semimonthly period in 
September.

(B) Modification. The safe harbor rule 
of paragraph (c)(3)(i) of this section does 
not apply to that class of tax for the 
third calendar quarter unless—

(1) The deposit of taxes in that class 
for the period September 16th-22nd is 
not less than 47.5 percent of the net tax 
liability for section 4081 taxes for the 
second semimonthly period in 
September; and

(2) The total deposit of taxes in that 
class for the semimonthly period is not 
less than 95 percent of the net tax 
liability for that class of tax for the 
semimonthly period.

(iv) Effective date. This paragraph
(c)(3) is effective for deposits that relate 
to calendar quarters beginning after 
December 31,1992.

(d) Remittance o f deposits. A 
completed Form 8109, Federal Tax 
Deposit Coupon, must accompany each 
deposit. The deposit must be remitted, in 
accordance with the instructions 
applicable to the form, to a financial 
institution authorized as a depositary for 
federal taxes (as provided in 31 CFR 
part 214) or to a Federal Reserve bank.

(e) Exceptions—(1) Taxes excluded.
No deposit is required in the case of the 
taxes imposed by section 4042 (relating 
to fuel used on inland waterways), 
section 4161 (relating to sport fishing 
equipment and bows and arrows), and 
section 4682(h) (relating to floor stocks 
tax on ozone-deplofing chemicals).

(2) One-time filings. No deposit is 
required in the case or any taxes 
reportable on a one-time filing (as 
defined in § 40.6011(a)-2(b)),

(3) De minimis exception—(i) In 
general. For any calendar quarter, no 
deposit is required if the net tax liability 
for the quarter does not exceed $2,000.

(ii) Effective date. This paragraph
(e)(3) is effective for deposits that relate 
to calendar quarters beginning after 
December 31,1992.

(f) Cross references. For provisions 
relating to penalties for failure to make 
deposit of taxes, see section 6656.

(g) Effective date. Except as otherwise 
provided, this section is effective April
1.1991, for deposits that relate to 
calendar quarters beginning after March
31.1991.

§ 40.6302(c)-2 Special rules for use of 
Government depositaries under section 
4681.

(a) Overview. This section sets forth 
special rules for deposits of tax imposed 
by section 4681 (relating to ozone- 
depleting chemicals), including rules 
relating to the time to deposit and safe 
harbors. The general rules relating to 
deposits are set forth in § 40.6302(c)-!

and apply unless inconsistent with the 
rules set forth below.

(b) In general—(1) Time to deposit. In 
the case of tax imposed by section 4681 
(section 4681 tax), the deposit of tax for 
a semimonthly period must be made by 
the last day of the second following 
semimonthly period (the "30-day rule"). 
Thus, under the 30-day rule generally, 
the deposit of tax for the first 
semimonthly period in a month is due by 
the 15th day of the following month arid 
the deposit of tax for the second 
semimonthly period in a month is due by 
the end of the following month.

(2) Amount o f deposit; safe harbor 
rule based on look-back quarter 
liability—(i)'Zn general. Except as 
provided in páragraph (b)(2)(ii) of this 
section, any person that made a return 
of section 4681 tax for the second 
preceding calendar quarter (the "look- 
back quarter”) is considered to have 
complied with the requirement of this 
part 40 for deposit of that tax for the 
current calendar quarter if-^-

(A) The deposit of that tax for each 
semimonthly period in the current 
calendar quarter is not less than Ve 
(16.67 percent) of the net tax liability 
under section 4681 reported for the look- 
back quarter;

(B) Each deposit is made on time; and
(C) The amount of any underpayment 

of that tax for the current calendar 
quarter is paid by the due date of the 
return.

(ii) Modification for tax rate 
increases—(A) Applicability. The safe 
harbor rule of paragraph (b)(2j(i) of this 
section is modified for the first and 
second calendar quarters beginning on 
or after the effective date of—

[1) An increase in the base tax 
amount under section 4681(b); or

[2) A change in the tax treatment of 
ozone-depleting chemicals that are 
described in section 4682(g).

(B) Modification. The safe harbor rule 
in paragraph (b)(2)(i) of this section does 
not apply for those calendar quarters 
unless the deposit of section 4681 taxes 
for each semimonthly period in the 
calendar quarter is not less than Ve 
(16.67 percent) of the tax liability the 
person would have had under section 
4681 for the look-back quarter if the 
increased base tax amount or the 
change in treatment had been in effect 
for that look-back quarter.

[3) Amount o f deposit; safe harbor 
rule based on current liability—  (i) In 
general. A person is considered to have 
complied with the requirement o f this 
part 40 for deposit of section 4681 tax for 
a calendar quarter if—

(A) The deposit of that tax for each 
semimonthly period in the calendar
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quarter is not less than 95 percent of t^e 
net tax liability incurred under section 
4681 during the semimonthly period;

(B) Each deposit is made on time; and
(C) The amount of any underpayment 

of that tax for the calendar quarter is 
paid by the due date of the return.

(ii) Effective date. This paragraph 
(b)(3) is effective for deposits that relate 
to calendar quarters beginning after 
December 31,1992.

(c) Effective date. Except as otherwise 
provided, this section is effective April
1.1991, for deposits that relate to 
calendar quarters beginning after March
31.1991.

§ 40.6302(c)-3 Special rules for use of 
Government depositaries under chapter 33.

(a) Overview. This section sets forth 
an alternative method for computing the 
amount of deposits of taxes imposed by 
chapter 33, and provides rules relating to 
the time for making a deposit and the 
amount of tax to be reported on the 
return of tax for each quarter by persons 
using the alternative method. The safe 
harbor rules for computing deposits of 
tax using the alternative method and the 
general rules relating to deposits are set 
forth in 5 40.6302(c)-! and apply unless 
inconsistent with the rules set forth 
below.

(b) Alternative method fo r computing 
deposits—(1) In general—(i) Alternative 
method. Any person required to collect 
and pay over any tax imposed by 
chapter 33 may compute the amount of 
that tax to be deposited on the basis of 
amounts considered as collected (the 
“alternative method”) instead of on the 
basis of actual collections of tax.

(ii) Using m ore than one m ethod to 
compute deposits. A person may 
compute deposits of tax imposed by one 
or more sections of chapter 33 using the 
alternative method provided by this 
section and compute deposits to taxes 
imposed by other sections^ of chapter 33 
on the basis of amounts actually 
collected using the 9-day rule of 
§ 40.6302(c)-l (b)(6). For purposes of this 
paragraph (b)(1)(h), the taxes imposed 
by section 4261(a) and (b) are treated as 
taxes imposed by the same section.

(2) Applicability—(i) In general A 
person may use the alternative method 
with respect to a tax only if the person—

(A) Separately accounts for the tax in 
accordance with paragraph (b)(2)(h) of 
this section; and

(B) Makes a return of the tax on the 
basis of the amount of the tax that is 
considered as collected.

(ii) Separate account. The account 
required under paragraph (b)(2)(i)(A) of 
this section fthe “separate account**) 
must reflect for each month—

(A) All items of the tax that are 
included in amounts billed or tickets 
sold to customers during the month; and

(B) Items of adjustment (including bad 
debts and errors) relating to the tax for 
prior months within the period of 
limitations on credits or refunds.

(iii) Change o f method. The method of 
computing deposits of tax imposed by a 
section of chapter 33 (as described in 
paragraph (b)(1)(h) of this section) may 
be changed only at the beginning of a 
calendar quarter. Before a person 
changes the method used to compute the 
amount of tax to be deposited and 
reported for a calendar quarter, the 
person must notify the Commissioner so 
that proper adjustments may be made in 
order to properly reflect that person’s 
collections of excise tax.

(3) Period during which tax is 
considered as collected. For purposes of 
this section, the tax included in amounts 
billed or tickets sold during a 
semimonthly period (as defined in
§ 40.0-1 (c)) is considered as collected 
during the first seven days of the second 
following semimonthly period. Thus, the 
tax included in amounts billed or tickets 
sold during the first semimonthly period 
of a calendar month is considered as 
collected during the period of the 1st 
day through the 7th day of the following 
month; the tax included in amounts 
billed or tickets sold during the second 
semimonthly period of a calendar month 
is considered as collected during the 
period of the 6th day through the 22nd 
day of the following month. x

(4) When amounts are billed. For 
purposes of this section, an amount is 
billed on the earlier of the date the 
amount is received or the date a bill for 
the amount is rendered.

(c) Time to deposit Under the 
alternative method, the deposit of tax 
for any semimonthly period must be 
made by the third banking day after the 
seventh day of that semimonthly period. 
Thus, for example, the deposit for the 
semimonthly period beginning on 
January 1,1993 (relating to amounts 
billed between December 1st and 
December 15,1992) is due by January 12, 
1993, three banking days after January 7, 
the seventh day of the semimonthly 
period.

(d) Amount o f deposit. Under the 
alternative method, the deposit of tax 
for any semimonthly period must be not 
less than the net amount of tax that is 
considered as collected during that 
semimonthly period. The net amount of 
tax that is considered as collected 
during the semimonthly period must be 
either the net amount of tax reflected in 
the separate account for the 
corresponding semimonthly period of 
the preceding month or one-half the net

amount of tax reflected in the separate 
account for the preceding month.

(e) Reporting o f tax. If a tax is 
deposited under the alternative method 
for a calendar quarter, the return of tax 
for the quarter must report the net 
amount of the tax that is considered as 
collected during the quarter and not the 
amount of the tax that is actually 
collected during the quarter. The amount 
to be reported for each month is the net 
amount of tax reflected in the separate 
account for the preceding month. For 
example, amounts billed in December, 
January, and February are considered as 
collected during January, February, and 
March, and are reported as the 
collections of tax for January, February, 
and March (the first calendar quarter). 
Thus, the net amount of tax reflected in 
the separate accounts for December, 
January, and February is the amount 
reported as collections for the first 
quarter.

(f) Transitional rule fo r first calendar 
quarter o f 1993—(1) Applicability. This 
paragraph (f) applies to a chapter 33 tax 
if the person—

(1) Erroneously applied the 
“considered collected” method provided 
under § 49.6302(c)-l(a)(1) of this chapter 
in the fourth calendar quarter of 1992 by 
calculating deposits of that tax on the 
basis of amounts billed or tickets sold 
during the quarter rather than on the 
basis of taxes considered as collected 
during the quarter; and

(ii) Uses the alternative method 
provided under this section to calculate 
deposits and make a return of that tax 
for the first quarter of 1993.

(2) Rule.—(i) Crediting o f deposits. If 
this paragraph (f) applies to a tax, sny 
deposits of the tax computed on the 
basis of amounts billed or tickets sold 
during December 1992 are credited to 
the first calendar quarter of 1993.

(ii) Return o f tax fo r fourth calendar 
quarter o f1992. If this paragraph (f) 
applies to a tax, the amount of the tax to 
be reported on the person’s return for 
the fourth calendar quarter of 1992 must 
be the amount of the tax included in 
amounts billed or tickets sold in October 
and November 1992.

(3) Example. The application of this 
paragraph (f) may be illustrated by the 
following example:

(a) Facts, (i) X, a corporation, has been 
providing air transportation subject to tax 
under section 4261 (a) and (b) for several 
years and is required to collect and pay over 
these taxes. X maintains a separate account 
in which all items of these taxes are 
recorded. For calendar quarters beginning 
before January 1,1993, including the fourth 
quarter of 1992, X erroneously applied the 
“considered collected” method of computing
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deposits of these taxes by treating the tickets 
sold during each quarter as the collections for 
the quarter. For quarters beginning after 
December 31,1992, X uses the alternative 
method provided by this section for 
computing deposits of these taxes.

(ii) For the period September 1,1992, 
through December 31,1992, X’s separate 
account reflects the following amounts of tax:

Sept. Ist-l5tn — .......—_____________ $4,000
Sept. 16th-30th............ .... ...... ......... 4,000
Oct. lst-15th....................... ..................... 7,000
Oct. 16th-31st.................... .......... ..... ......  7,000
Nov. l8t-15th........... .................. .... .......... 5,000
Nov. 16th-30th   ............. .......„  5,000
Dec. l8t-15th... ............. ^__ ..........___ _ 9,000
Dec. 16th-31st  ........................ j,....____  9,000

(iii) During the period October 1992 through 
January 1993, X made the following deposits:

Date Amount

Oct. 13th................................................... $d non
Oct. 27th.................................. ....... ............. 4 non
Nov. 12th................................................. .... 7 non
Nov. 26th............... ....................................... 7tmo
Dec. 10th.................................. ............... ft non
Dec. 28th...................................... ................. 5 000
Jan. 12th............................ ........................... 9000
Jan. 27th.............................................. .......... 9,000

(iv) X credited the October deposits 
(relating to tickets sold in September) to the 
third quarter of 1992 and reported the tax 
included in tickets sold in September as third 
quarter collections on the Form 720 for the ’’’ 
third quarter. Following the same procedure, 
X credited the November, December, and 
January deposits (relating to the October, 
November, and December tickets sold) to the 
fourth quarter.

(b) Transitional rule. In order to use the 
alternative method beginning with the first 
calendar quarter of 1993, X must deposit and 
report the amount of tax that is considered as 
collected in the quarter rather than the 
amount of tax included in tickets sold during 
the quarter. Under paragraph (f)(2)(i) of this 
section, X’s January deposits (relating to the 
tickets sold in December) will be credited to 
the first quarter of 1993. X must report on the 
Form 720 for the fourth quarter only the 
$24,000 of tax included in the October and 
November tickets sold. The amount of tax 
included in the tickets sold in December must 
be reported on the Form 720 for the first 
quarter of 1993.

(g) Effective date. This section is 
effective January 1,1993, for deposits of 
taxes that are considered as collected 
after December 31,1992. (i.e., tax with 
respect to amounts billed or tickets sold 
after November 30,1992), and for returns 
of tax for quarters beginning after 
September 30,1992. The provisions that 
apply in the case of semimonthly 
deposits under the considered collected 
method before the effective date of this 
section are contained in 26 CFR 
§ 49.6302(c)-l(a)(l) (revised as of April 
1.1992).

§ 40.6302(c)-4 Special rule for use of 
Government depositaries under section 
4081.

(a) Overview. This section set forth a 
special rule for deposits of taxes 
imposed by section 4081 (relating to 
gasoline). This section does not apply to 
the deposit for the period September 
16th-22nd required under § 40.6302(c)- 
l(b)(6)(iii). The general rules, including 
the amount to deposit and safe harbors, 
are set forth in § 40.6302(c)-l and apply 
unless inconsistent with the rules set 
forth below.

(b) Time to deposit under the 14-day 
rule—{ 1) In the case of taxes imposed , 
by section 4081, a qualified person may 
make deposits of the tax for a 
semimonthly period by the fourteenth 
day following the semimonthly period if 
the deposit is made by transfer between 
accounts with the same Government 
depositary (the "14-day rule”). Thus, 
under the 14-day rule generally, the 
deposit of tax for the first semimonthly 
period in a month is due by the 29th day 
of that month and the deposit of tax for 
the second semimonthly period in a 
month is due by the 14th day of the 
following month.

(2) If the due date under paragraph 
(b)(1) of this section falls on a Saturday, 
Sunday, or legal holiday in the District 
of Columbia, the due date of the deposit 
is the immediately preceding day which 
is not a Saturday, Sunday, or legal 
holiday in the District of Columbia.

(c) Qualified person defined—(1) In 
general. The term "qualified person" 
means—

(1) Any independent refiner (within 
the meaning of section 4995(b)(4) (as in 
effect on January 6,1983)); or

(ii) Any person whose average daily 
production of crude oil for the preceding 
calendar quarter did not exceed 1,000 
barrels.

(2) Related groups. In determining 
whether a person’s production exceeds 
1,000 barrels per day, the rules of section 
4992(e) (as in effect on January 6,1983) 
relating to allocation within related 
groups shall apply. Thus, for persons 
who are members of the same related 
group (within the meaning of section 
4992(e)(2)) at any time during the 
preceding calendar quarter, the 1,000. 
barrel amount will be reduced for each 
such person by allocating that amount 
among all such persons in accordance 
with the rules of section 4992(e).

(d) Effective date and termination 
date. This section is effective April 1, 
1991, for deposits that relate to calendar 
quarters beginning after March 31,1991. 
This section terminates on the date that 
section 518 of the Highway Act of 1982 
terminates.

§ 40.9999-1 Examples.

The following examples illustrate the 
rules of this part 40.

Example 1. Luxury tax; one-time filing. (1) 
Facts. On March 20,1991, A, an individual, 
purchases a new automobile outside the 
United States for $102,000. In April of 1991, A 
imports the automobile into the U.S. and uses 
it for personal use. At the time of importation, 
the automobile's retail value is $100,000.
Thus, A is liable for the luxury tax imposed 
by section 4001. The amount of A’s section 
4001 tax liability is $7,000,10% of the amount 
by which the $100,000 retail value exceeds 
$30,000. The liability is incurred in the second 
calendar quarter of 1991, the quarter during 
which the automobile is imported and used. 
The fuel economy of the automobile's model 
type is at least 22.5 miles per gallon, so that A 
is not liable for the gas guzzler tax imposed 
by section 4064. A did not import the 
automobile in the course of its trade or 
business, does not engage in any activities 
with respect to which tax is reportable on 
Form 720 in the course of a trade or business, 
and was not required to file a Form 720 for 
the preceding calendar quarter.

(ii) Filing requirement. A must file a return 
of the luxury tax on Form 720 (§ 40.6011(a)- 
1(a)(1)) for the second calendar quarter of 
1991 (§ 40.6011(a)-l(a)(2)) reporting A’s $7,000 
luxury tax liability. The Form 720 is due by 
July 31,1991, the last day of the first month 
following the calendar quarter (§ 40.6071(a)- 
1(a)(1)). A’s Form 720 for the second calendar 
quarter of 1991 is a first return (§ 40.6011(a)- 
l(a)(2)(ii)). Because A did not import the » 
automobile in the course of its trade or 
business and is not otherwise required to file 
a Form 720 for the calendar quarter on 
account of transactions in the course of a 
trade or business, the return is a one-time 
filing (5 40.6011(a)-2(b)). As a one-time filing, 
A's Form 720 also constitutes a final return. 
Therefore, in accordance with the 
instructions for Form 720, A checks the box 
marked ‘‘Final Return.”

(iii) Payment requirement Because A’s 
Form 720 is a one-time filing, A is not 
required to make deposits of tax
(5 40.6302(c)-l(e)(2)). Instead, A pays the 
$7,000 of tax with the return.

Example 2. Luxury tax; deposit 
requirement; safe harbor based on current 
liability, (i) Facts. On March 16,1993, B, an 
individual in the business of automobile 
dealing, sells in a first retail sale a new 
automobile subject to the luxury tax imposed 
by section 4001. The amount of B’s section 
4001 tax liability is $12,000. The sale of the 
automobile is in the course of B's business, 
but B does not expect to sell any other 
automobiles subject to the luxury tax. B is not 
required to file a Form 720 for the first 
calendar quarter of 1993 by reason of any 
other activity, and has not in the past filed a 
Form 720.

(ii) Filing requirement. B must file a return 
of the luxury tax (§ 40.6011(a)-l(a)(l)) on 
Form 720 for the first calendar quarter of 1993 
(§ 40.8011(a)-l{a)(2)) reporting B’s $12,000 
luxury tax liability. The Form 720 is due by 
April 30,1993, the last day of the first month 
following the calendar quarter (§ 40.6071(a)-
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1(a)(1)). Although B does not ordinarily 
engage in transactions giving rise to a luxury 
tax liability in B’s business, the tax is due 
with respect to a transaction engaged in by B 
in the course of a trade or business. Thus, the 
return is not a one-time filing under 
§ 40.6011(a)-2(b), and B must file a Form 720 
for each subsequent calendar quarter until B 
files a final return in accordance with 
$ 40-6011(a)-2 ($ 40.6011(a)-l(a)(2}).
However, if B does not expect to incur 
liability for luxury tax in subsequent quarters 
(i.e„ has permanently ceased all operations 
with respect to which liability for tax was 
incurred), B’s Form 720 also constitutes a 
final return (§ 40.601l(a)-2(a)(l)), and B is not 
required to file a return reporting zero tax 
liability in subsequent quarters. If B’s Form 
720 is also a final return, B checks the box 
marked “Final Return” in accordance with 
the instructions for the return.

(iii) Deposit requirement; in general. 
Because theretum is not a one-time filing, B 
is required to make a deposit of tax
(§ 40.6302(c)—l(b)(l)(i)) for the semimonthly 
period in which the liability was incurred. 
Under § 40.8302(c)—l(b)(5)(i), B must deposit 
an amount not less than the net tax liability 
incurred during the semimonthly period, in 
this case $12,000. Deposits of luxury tax for a 
semimonthly period are due by the 0th day of 
the following semimonthly period (the 9-day 
rule under S 4O.63O2(c)-l(b)(0)(i)). Thus, B 
must deposit the $12,000 by April 9,1993.
Form 8109, Federal Tax Deposit Coupon, 
completed in accordance with the 
instructions to the form must accompany the 
deposit (9 40.6302(c)-l(d)).

(iv) Deposit requirement; safe harbor. B 
may also meet the deposit requirement by 
using a safe harbor rule. B did not file a 
return for the second preceding calendar 
quarter, so B does not qualify for the safe 
harbor based on look-back quarter liability 
(§ 40.6302(c)-l(c)(2)(i)), but B may use the 
safe harbor based on current liability
(§ 40.6302(c)—l(c){3)(i)). Under this safe 
harbor, B’s deposit for the semimonthly 
period must be at least 95% of B’s net tax 
liability for the semimonthly period 
(§ 40.6302(c)-l(c)(3)(i)(A)), B’s deposit must 
be timely (9 40.63Q2(c)-l(c)(3)(i)(B)), and B 
must pay the amount of any underpayment of 
tax by the due date of the return 
(§ 40.6302(c)-l(c)(3)(i}(D)). B meets this safe 
harbor by depositing $11,400 (95% of $12,000) 
by April 9,1993, and by paying $600 (the 
amount of the underpayment ($12,000 minus 
$11,400}) with the return by April 30,1993.

Example 3. Classes o f tax (diesel fuel tax, 
foreign insurance tax, ozone-depleting 
chemicals tax); books kept on a monthly 
basis; deposit requirement; safe harbor based 
on look-back quarter liability, (i) Facts. (1) M, 
a corporation, is a diesel fuel wholesaler 
registered under section 4101 with respect to 
the tax imposed by section 4091, and is 
therefore treated as a producer for purposes 
of the section 4091 tax on the sale of diesel 
fuel by its producer. M's net diesel fuel tax 
liability in the fourth quarter of 1990 was 
$36,000. The diesel fuel tax liability incurred 
by M during each calendar month in the 
second calendar quarter of 1991 is as follows:

Apr. 1 st-30 th____ __  $10,000
May 1 st-3181___________________________ 15j000
Jun. lst-30th________________________   124)00

Total--- ------------------------------------- $37,000

(2) M also purchases insurance from a 
foreign insurer, thereby incurring liability for 
the tax imposed by section 4371 on policies 
issued by a foreign insurer. M’s net section 
4371 tax liability in the fourth quarter of 1990 
was $6,000. The section 4371 liability incurred 
by M during each calendar month in the 
second calendar quarter of 1991, is as 
follows:

Apr. let-SOth.________________________  $0
May lst-31&t________________________... 0
June l8t-30th___ ____________ ____ ____  6,000

Total_____________________ _______ $64)00

(3) In addition, M imports into the United 
States and sells CFC-12, an ozone-depleting 
chemical subject to tax under section 4681. 
M’s net ozone-depleting chemicals tax 
liability for the fourth calendar quarter of 
1990 was $3,300. The ozone-depleting 
chemicals tax liability incurred by M during 
each calendar month in the second calendar 
quarter of 1991 as follows:

Apr. lst-SOth_________________   $1,300
May 1 st-31 st_________________________  1,500
June lst-30th_________________________   1,500

Total________________ _____ ______$4,300

(4) M keeps its books on a monthly basis.
M makes deposits and files Form 720 each 
quarter to report liability for the diesel fuel 
tax, the section 4371 tax, and the ozone- 
depleting chemicals tax. M’s total net tax 
liability for the second calendar quarter of 
1991 is $47,300.

(ii) Filing requirement Because M must 
report ozone-depleting chemicals tax, M’s 
Form 720 for the second calendar quarter of 
1991 is due by Tuesday, September 3,1991. 
The Form 720 would ordinarily be due by 
August 31st (the last day of the second month 
after the end of the calendar quarter 
(§ 40.6071(a)-2(a)), but August 31,1991 is a 
Saturday, and Monday, September 2,1991, is 
Labor Day, a legal holiday. Thus, under 
section 7503, M has additional time to file. If 
M had reported only diesel fuel and section 
4371 tax liability on M’s Form 720 for the 
second calendar quarter of 1991, the Form 720 
would have been due by July 31,1991, the last 
day of the first month after the end of the 
calendar quarter (§ 40.6071(a)-l(a){l)). 
However, only one Form 720 is filed for a 
calendar quarter (§ 40.6071(a}-l(a)(2}). Thus, 
M’s responsibility for reporting ozone- 
depleting chemicals tax allows M to delay 
the filing of the Form 720. Although M may 
delay the filing of its Form 720 until two 
months after the quarter ends, M must 
deposit the full amount of the diesel fuel tax 
and foreign insurance tax for the quarter by 
the date the return of those taxes would 
ordinarily be due (i.e. July 31,1991)
(§ 40.6071(a)-l(a}(2)). Under § 40.0011(a)- 
1(a)(2), M must continue to file a Form 720 for 
each calendar quarter until M files a final 
return in accordance with § 40.6011(a)-2.

(iii) Deposit requirement; in general. M is 
required to make a deposit of tax for each 
semimonthly period in which liability is 
incurred (§ 40.6302(c)—l(b)(l)(i)J. M is 
required to make deposits of tax because M’s 
liability for the quarter exceeds $2,000 
(§ 40.6302(c)-l (e)(3)). Deposits of diesel fuel 
tax and section 4371 tax for a semimonthly 
period are due by the 9th day of the following 
semimonthly period (the 9-day rule under 
§ 40.6302(c)-l(b)(6)(i)). The 9-day rule does 
not apply to ozone-depleting chemicals tax 
(§ 40.6302(c)—l(b)(6)(ii)). Deposits of ozone- 
depleting chemicals tax for a semimonthly 
period are due by the last day of the second 
following semimonthly period (the 30-day 
rule under § 40.6302(c)-2(b)(l)). M uses the 
rule provided under § 40.6302(c)-l(b)(3) to 
compute its net tax liability for each 
semimonthly period. Thus, M divides monthly 
net tax liability for each tax by two to 
determine its semimonthly liability. The 
amount of M’s deposit for a semimonthly 
period under the 9-day rule must be not less 
than the total net tax liability for 9-day rule 
taxes incurred during the semimonthly period 
(S 40.6302(c)—l(b)(5)(i)). The amount of M’s 
deposit for a semimonthly period under the 
30-day rule must be not less than the total net 
tax liability for 30-day rule taxes incurred 
during the semimonthly period (§ 40.6302(c)- 
l(b)(5)(i)). Accordingly, M meets the deposit 
requirement if M makes the following 
deposits:

Deposit due by Amount Class of tax

Apr. 24th.................. $5,000 9-day rule
May 9th................... 5,000 9-day rule
May 15th.................. 650 30-day rate
May 24th.................. 7,500 9-day rule
May 31st_________ 650 30-day rule
June 10th................ 7,500 9-day rule
June 17th________ 750 30-day rule
June 24th__ __ 9,000 9-day rule
July 1st__________ 750 30-day rule
July 9th............... — 9,000 9-day rule
July 15th.................. 750 30-day rule
July 31st.................. 750 30-day rule

The deposit due on Monday, June 10th 
Vvould ordinarily be due on June 9th, but June
9,1991, is a Sunday, Thus, under section 7503, 
M has additional time to make the required 
deposit. Similarly, the deposits otherwise due 
on June 15th and June 30th are due under 
section 7503 on the next succeeding day that 
is not a Saturday or Sunday.

(iv) Deposit requirements; safe harbor. M 
may also meet the deposit requirement by 
using a safe harbor rule. M uses the safe 
harbor based on look-back quarter liability 
for both the diesel fuel and section 4371 taxes 
(9-day rule taxes) and the ozone-depleting 
chemicals tax (30-day rule tax). This is 
permitted because M filed a return reporting 
both of those classes of tax for the fourth 
quarter of 1990 (the look-back quarter under 
§§ 40.6302(c)-l(c)(2)(i) and 40.6302(c)- 
2(b)(2)(i)). The safe harbor rules apply 
separately to 9-day rule and 30-day rule taxes 
(§ 40.0302(c)—l(c)(l)(ii)). Therefore, M must 
compute the amount to deposit separately for 
each class of tax.
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(1) M's combined net tax liability in the 
look-back quarter for 9-day rule taxes was 
$42,000. M computes the amount to deposit 
for 9-day rule taxes based on M’s combined 
look-back quarter liability for those taxes. 
Accordingly, M meets the safe harbor for 9- 
day rule taxes by—

(A) Depositing $7,000 (% of $42,000, M’s 
combined net 9-day rule tax liability for the 
fourth calendar quarter of 1990 {§ 40.6302(c)- 
l(c)(2)(i)(A))) by the due dates specified 
above for 9-day rule taxes ($ 40.6302(c)- 
l(c)(2)(i)(B)); and

(B) Depositing $1,000 (the amount by which 
the net 9-day rule tax liability for the second 
calendar quarter of 1991 ($43,000) exceeds the 
net u-day rule tax liability for the look-back 
quarter ($42,000) by July 31,1991
{§ 40.6302fc)-l(c)(2)(i)(C)).

(2) M’s net tax liability in the look-back 
quarter for 30-day rule taxes was $3,300. 
Accordingly, M meets the safe harbor for 30- 
day rule taxes by—

(A) Depositing $550 (Vfe of $3,300, M’s 
ozone-depleting chemicals tax liability for the 
fourth calendar quarter of 1990 (§ 40.6302(c)- 
2(b)(2)(i)(A))) by the due dates specified 
above for 30-day rule taxes (§ 40.6302(c)- 
2(b)(2)(i)(B)); and

(B) Paying $1,000 (the amount by which the 
net 30-day rule tax liability for the second 
calendar quarter of 1991 ($4,300) exceeds the 
net 30-day rule tax liability for die look-back 
quarter ($3,300)) by September 3,1991, the 
due date of the return (§ 40.6302(c)- 
2(b)(2)(i)(C)).

Example 4. Air transportation tax; deposits 
and reporting based on alternative method.
(i) Facts. (1) P, a corporation engaged in 
providing air transportation subject to tax 
under section 4261 (a) and (b), is responsible 
for collecting and paying over that tax P 
maintains a separate account in which all 
items of air transportation tax included in 
tickets sold are recorded and makes returns 
of tax on the basis of amounts considered as 
collected. P does not compute the amount of 
deposits of tax on the basis of actual 
collections. P files Form 720 on a quarterly 
basis to report the tax. P reported $54,000 of 
section 4261 (a) and (b) tax for the third 
calendar quarter of 1992. P is not required to 
report any other taxes on its Form 720.

(2) For the last month of 1992 and the first 
two months of 1993, P’s separate account 
reflects the following:

Tickets sold during Tax

Dec. 1st-15th.......................................... $11,000
11,000
7.500
7.500
9.500
9.500

$56,000

Obt 16th-31st.....................
Jan. 1st-l5th ...................................
Jan. 16th-31st.........................................
Feb. 1st-15th....................... „.............
Feb. 16th-28th......„..........„....................

Total........................................ .........

(3) The tax is considered as collected 
during the first week of the second 
semimonthly period following the 
semimonthly period in which the tickets were 
sold to the customers. Accordingly, the tax 
included in tickets sold during the period 
December 1992 through February 1993 is 
considered as collected as follows:

For tickets sold during Tax is considered as 
collected during

Jan. 1st-7tn
Pen 16th-31st................. Jan. 16th-22nd

Feb. 1st-7th
Jan. 16th-31st.................. Feb. 16th-22nd
Feb. tst-15th.................... Mar. 1 st—7th
Feb. 16th-28th................. Mar. 16tb-22nd

(ii) Filing requirement Because P is 
responsible for collecting and paying over air 
transportation tax, P must file the return of 
that tax (§ 40.6011(a)—1(a)(3)). P*s Form 720 
for the first calendar quarter of 1993 is due by 
Tuesday, June 1,1993. F s  Form 720 would 
ordinarily be due by May 31,1993 (the last 
day of the second month after the end of the 
calendar quarter (§ 40.6071(a)-2{a)), but May 
31,1993, is Memorial Day, a legal holiday. 
Thus, under section 7503, P has additional 
time to file. Under § 40.6011(a)-l(a)(2), P must 
continue to file a Form 720 for each calendar 
quarter until P files a final return under
§ 40.6011(a)-2.

(iii) Deposit requirement; in general. 
Because P maintains the separate account 
required under § 40.63G2(c)-3(b}(2){ii) and 
makes returns of tax on the basis of amounts 
of tax considered as collected, P may use the 
alternative method to compute the amount of 
tax to be deposited (§ 40.63Q2(c)-3(b)(2)). P is 
required to make a deposit of tax for each 
semimonthly period in which tax is 
considered as collected (5 40.6302(c)- 
l(b)(l)(iii)). P must deposit an amount not 
less than the net amount of tax that is 
considered as collected during the 
semimonthly period (§ 40.8302(c)-3(d)). Under 
the alternative method, deposits of air 
transportation tax are due by the third 
banking day after the end of the week during 
which the tax is considered as collected
(§ 40.6302(c)-3(c)). Accordingly, P meets the 
deposit requirement for the first quarter of 
1993 if P makes the following deposits:

By Jan. 12th.......... ..................... ...................  $11,000
By Jan. 27th...................... — ..—   --------  11,000
By Feb. 10th...................... ..... .....................  7,500
By Feb. 25th...................... ............. .— ...—  7,500
By Mar. 10th...............—.... ......... .— 9J500
By Mar. 25th............... .......................—... 9,500

(iv) Deposit requirement; safe harbor. P 
may also meet the deposit requirement by 
using a safe harbor rule (§ 40.6302(c)- 
l(c)(l)(i)). P uses the safe harbor based on 
look-back quarter liability. This is permitted 
because P filed a return reporting tax 
imposed on air transportation under section 
4261 (a) and (b) for the third quarter of 1992 
(the look-back quarter under S 40.6302(c)- 
l(c)(2)(i)). P meets this safe harbor by—

(1) Depositing $9,000 (Ve of $54,000, P’s net 
tax liability for the third calendar quarter of 
1992 (§ 40.6302(c)—l(c)(2)(i)(A)) by the due 
dates specified above (§ 40.6302(c)- 
l(c)(2)(i)(BJ); and

(2) Paying $2,000 (the amount by which the 
net tax liability for the first calendar quarter 
of 1993 ($56,000) exceeds the net tax liability 
for the look-back quarter ($54,000)) by June 1, 
1993, the due date of the return ($ 40.6302(c)- 
l(c)(2)(i)(D)).

(v) Reporting requirement Under the 
alternative method, Fs Form 720 for the first 
quarter of 1993 reports the $56,000 of air 
transportation taxes considered as collected 
during that quarter (§ 40.6302(c)-3(e)).

PART 43—EXCISE TAX ON 
TRANSPORTATION BY WATER

Par. 2. Part 43 is amended as follows:
1. The authority citation is revised to 

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

2. Section 43.0-1 is revised to read:

§ 43.0-1 Introduction.
The regulations in this part 43 are 

designated "Excise Tax on 
Transportation by Water.” The 
regulations relate to the taxes on 
transportation by water imposed by 
section 4471 of the Internal Revenue 
Code. See part 40 of this chapter for 
regulations relating to returns, 
payments, and deposits of taxes 
imposed by section 4471.

3. Sections 43.6011(a)-lT , 43.8011(a)- 
2T, 43.6071(a)-lT, 43.6091-lT, 43.6101- 
1T, 43.6109(a)-lT, 43.6151(a)-lT, and 
43.8302(c)-lT are removed.

PART 44—TAXES ON WAGERING; 
EFFECTIVE JANUARY 1,1995

Par. 3. Part 44 is amended as follows:
1. The authority citation is revised to 

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

2. Section 44.4402-lT is redesignated 
as § 44.4402-1 and the word 
"(temporary)” is removed from the 
section heading.

3. The authority citation following 
§ 44.6091-1 is removed.

PART 46—EXCISE TAX ON POLICIES 
ISSUED BY FOREIGN INSURERS AND 
OBLIGATIONS NOT IN REGISTERED 
FORM

Par. 4. Part 46 is amended as follows:
1. The authority citation is revised to 

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

2. Section 46.0-lT  is removed and 
§ 46.0-1 is added to read:

§ 46.0-1 Introduction.
The regulations in this part 46 relate 

to the taxes on policies issued by foreign 
insurers imposed by chapter 34 of the 
Internal Revenue Code and the tax on 
the issuer of registration-required 
obligations not issued in registered form 
imposed by chapter 39 of the Internal 
Revenue Code. See part 40 of this 
chapter for regulations relating to
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returns, payments, and deposits of taxes 
imposed by chapters 34 and 39.

3. The authority citation at the 
beginning of subpart B is removed.

4. The authority citation at the end of 
§ 46.4371-4 is removed.

5. Subparts D and E are removed.

PART 48—MANUFACTURERS AND 
RETAILERS EXCISE TAXES

Par. 5. Part 48 is amended as follows:
1. The general authority citation is 

revised to read:
Authority: 26 U.S.C. 7805.* * *

§ 48.0-1 T [Removed]
2. Section 48.0-lT  is removed and 

§ 48.0-1 is added to read:

§ 48.0-1 Introduction.
The regulations in this part 48 are 

designated “Manufacturers and 
Retailers Excise Tax Regulations.” The 
regulations relate to the excise (axes 
imposed by chapter 31 and 32 of the 
Internal Revenue Code. Chapter 31 
(relating to retail taxes) imposes tax on 
certain luxury items, special fuels, fuel 
used in commercial transportation on 
inland waterways, and heavy trucks and 
trailers. Chapter 32 (relating to 
manufacturers taxes) imposes tax on gas 
guzzler automobiles, highway-type tires, 
gasoline, diesel and aviation fuel, coal, 
certain vaccines, and sporting goods. 
Although chapter 32 also imposes a tax 
on firearms, this tax is under the 
jurisdiction of the Bureau of Alcohol, 
Tobacco, and Firearms. See part 40 of 
this chapter for regulations relating to 
returns, payments, and deposits of taxes 
imposed by chapters 31 and 32 (other 
than the tax on firearms imposed by 
section 4181).

3. The authority citation following 
§ 48.4041-2T is removed.

§ § 48.4042-2(d) and 48.4051-1T 
[Removed]

4. Sections 48.4042-2(d) and 48,4051- 
1T are removed.

5. The heading for subpart H is 
revised to read:

Subpart H—Motor Vehicles, Tires, 
Tubes, Tread Rubber, and Gasoline

6. The undesignated center heading 
preceding § 48.4091 is removed.

§ § 48.4091, 48.4091-0, 48.4091-1, 48.4091-
2.48.4091- 3,48.4091-4, 48.4091-5, 48.4092-
1.48.4093- 1 and 48.4093-2 [Removed]

7. Sections 48.4091, 48.4091-0, 48.4091-
1. 48.4091-2, 48.4091-3, 48.4091-4,
48.4091- 5, 48.4092-1, 48.4093-1, and
48.4093- 2 are removed.

§ 48.4121-1 [Amended]
8. Section 48.4121-1 is amended by 

removing paragraph (e).
9. The heading for subpart I is added 

to read:

Subpart I—Coal

10. Section 48.4121-1 is removed from 
subpart H and added to subpart I.

11. The heading for subpart K is 
revised to read:

Subpart K—Sporting Goods

12. The undesignated center heading 
preceding § 48.4161(a) is removed.

§§ 48.4181-1,48.4181-2,48.4182-1 and
48.4182- 2 [Removed]

13. Sections 48.4181-1, 48.4181-2,
48.4182- 1, and 48.4182-2 are removed.

§§ 48.6011(a )-1 ,48.6011(a)-2,48.6071(a)-1, 
48.6081(a)-1, 48.6091-1, 48.6101-1, 48.6109- 
1,48.6151-1, 48.6151-1T, 48.6161(a)-1, 
48.6302(c)-1, 48.6302(C)-2, 48.64Q2(a)-1, 
and 48.6404(a)-1 [Removed]

14. Sections 48.6011(a)-l, 48.6011(a)-2, 
48.6071(a)-l, 48.6081(a)-l, 48.6091-1, 
48.6101-1, 48.6109-1, 48.6151-1, 48.6151- 
1T, 48.6161 (a)-l, 48.6302(c)-l, 48.6302(c)- 
2, 48.6402(a)-l, and 48.6404(a)-l are 
removed.

PART 49—FACILITIES AND SERVICES 
EXCISE TAXES

Par. 6. Part 49 is amended as follows:
1. The authority citation is revised to 

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

2. Section 49.0-1T is removed and 
§ 49.0-1 is added to read:

§ 49.0-1 Introduction.
The regulations in this part 49 are 

designated “Facilities and Services 
Excise Taxes.” The regulations relate to 
the taxes on communications and 
transportation by air imposed by 
chapter 33 of the Internal Revenue Code. 
See part 40 of this chapter for 
regulations relating to returns, 
payments, and deposits of taxes 
imposed by chapter 33.

3. Section 49.4251-2(c) is revised to 
read:

§ 49.4251-2 Rate and application of tax. 
* * * * *

(c) Liability for, and return of, tax.
The taxes imposed by section 4251 are 
payable by the person paying for the 
services rendered, and must be paid to 
the person rendering the services who is 
required to collect the tax and return 
and pay over the tax.

§ 49.4271-1T [Redesignated as § 49.4271- 
1 and Amended]

4. Section 49.4271-lT is amended by:
a. Redesignating the section as

§ 49.4271-1 are removing the word 
“(temporary)” from the section heading.

b. Removing the authority citation at 
the end of the section.

5. The heading for subpart E is 
amended by removing the word 
“[Reserved]”.

6. Section 49.4271-1 is removed from 
subpart D and added to subpart E.

Subparts F and G [Removed]

7. Subparts F and G are removed. 

PART 51—[REMOVED]

Par. 7. Part 51 is removed.

PART 52—ENVIRONMENTAL TAXES

Par. 8. Part 52 is amended as follows:
1. The authority citation is revised to 

read:
Authority: 28 U.S.C. 7805.
Section 52.4682-3 also issued under 26 

U.S.C. 4682(c)(2).

§ 52.0-1T [Removed]
2. Section 52.0-lT is removed and 

§ 52.0-1 is added to read:

§ 52.0-1 Introduction.
The regulations in this part 52 are 

designated “Environmental Tax 
Regulations.” The regulations relate to 
the environmental taxes imposed by 
chapter 38 of the Internal Revenue Code. 
See part 40 of this chapter for 
regulations relating to returns, 
payments, and deposits of taxes 
imposed by chapter 38.

3. Section 52.4681-1(b)(4) is revised to 
read:

§ 52.4681-1 Taxes imposed with respect 
to ozone-depleting chemicals. 
* * * * *

(b) * * *
(4) Returns, payments, and deposits o f 

tax. Rules requiring returns reporting the 
taxes imposed by sections 4681 and 4682 
are contained in part 40 of this chapter. 
Part 40 of this chapter also provides 
rules relating to the use of Government 
depositaries and to the tiipe for filing 
returns and making payments of tax.
* * * * *

§§ 52.6011(a)-1T, 52.6011(a)-2T, 52.6071(a)- 
1, 52.6071(a)-2T, 52.6Q71(a)-3T, 52.6091-1T, 
52.6101-1T, 52.6109(a)-1T, 52.6151(a)-1T, 
52.6302(c)-1, and 52.6302(c)-2T 
[Removed]

4. Sections 52.6011(a)-lT , 52.6011(a)- 
2T, 52.6071(a)-l, 52.6071(a)-2T, 
52.6071(a)-3T, 52.6091-1T, 52.6101-lT.
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52.6109(a)-lT, 52.6151 (aJ-1T, 52.6302(c)- 
1, and 52.6302(c)-2T are removed.

PART 145—TEMPORARY EXCISE TAX 
REGULATIONS UNDER THE HIGHWAY 
REVENUE ACT OF 1982 (PUB. L. 97- 
424)

Par. 9. Part 145 is amended as follows:
1. The authority citation is revised to 

read:
Authority: 26 U.S.C. 7805.
Sections 145.4051-1 and 145.4052-1 also 

issued under 26 U.S.C. 4051 and 4052.

§ 145.9000-1 [Removed]
2. Section 145.9000-1 is removed.

PART 148—CERTAIN EXCISE TAX 
MATTERS UNDER THE EXCISE TAX 
TECHNICAL CHANGES ACT OF 1958

Par. 10. Part 148 is amended as 
follows:

1. The authority citation is revised to 
read:

Authority: 26 U.S.C. 7805.

§§ 148.1-3 and 148.1-4 [Removed]
2. Sections 148.1-3 and 148.1-4 are 

removed.

PART 150—[REMOVED]

Par. 11. Part 150 is removed.

Appendix to Subchapter D— 
[Removed]

Par. 12. The appendix to subchapter D 
is removed.

PART 602—OMB CONTROL NUMBERS 
UNDER THE PAPERWORK 
REDUCTION ACT

Par. 13. Part 602 is amended as 
follows:

1. The authority citation continues to 
read:

Authority: 26 U.S.C. 7805.
2. Section 602.101(c) is amended by: 
a. Removing the following entries

from the table:

§ 602.101 OMB control numbers.
* * * * *

(c) * * *

Current
CFR part or section where identified OMB 

and described control
number

46.6011 (a)-1...............        1545-0023
46.6011(a)-2__________     1545-0023
46.6061-1.........      1545-0023
46.6065-1...............     1545-0023
46.6071 (a)-1______ ...... ........ ............  1545-0023

1545-0257 
1545-0003

Current
CFR part or section where identified OMB 

and described control
number

46.6151- 1______________      1545-0257
• *  e • *

48.4051-1T...............................   1545-0143
•  •  *  •  •

48.4091- 0 _____________________  1545-0725
48.4091- 1.............................    1545-0725
48.4091 -2 ............................. ................. 1545-0725
48.4091- 3 ...................................    1545-0725
48.4091- 4 ....................................    1545-0725
48.4091- 5™................................    1545-0725
48.4092- 1_______________    1545-0725
48.4093- 1..................................   1545-0725* * * • •
48.4181- 1....................................    1545-1076
48.4181- 2 _____________________  1545-0723
48.4182- 1.......................... ..._______  1545-0023

1545-0723
48.4182- 2 ....................... „ . .........  1545-0723

48.6011(a)-1...........................     1545-0723
48.6011(a)-2..........................    1545-0023

1545-0723
48.6071(aM --.........................................  1545-0257

1545-0723
48.6081(a)-1.................................    1545-0723
48.6091-1...............................      1545-0723
48.6101-1_____________________    1545-0723
48.6109- 1 ........................     1545-0023

1545-0723
48.6151- 1 ................................      1545-0257
48.6151- 1T..___________________  1545-0143
48.6302(c)-1________ _____ ........_____  1545-0023

*  *  • *  e

49.6011(a)-1.................. ..... .....______  1545-0029
49.6011(a>-2.......„....................................  1545-0023
49.6109- 1.™...............................  1545-0029
49.6151- 1 ....... ..... ............................  1545-0257
49.6302(c)-1......__________________  1545-0257
51.4988-2...............................       1545-0222

1545-0226
51.4993- 1 .............................     1545-0230
51.4993- 2 .......................................   1545-0230
51.4993- 3 __..........._____________ .... 1545-0230
51.4993- 4 ..............................    1545-0230
51.4994- 1     ........„.........„ ............ 1545-0224

1545-0226
1545-0912

51.4995- 1 .......... ....... ...... .............. . 1545-0230
51.4995- 2 ........................        1545-0230

1545-0912
51.4995- 3 .........................       1545-0023

1545-0257
51.4995- 4 ____________        1545-0023

1545-0230
51.4995- 5 ..........................    1545-0230
51.4996- 1___________     1545-0023
51.4997- 1.......................................  1545-0222

1545-0224
1545-0225

51.4997- 2 ...........................................  1545-0222
1545-0224
1545-0230

51.6402-1_______ _____________ ...... 1545-0226
•  •  •  •  •

52.6302(C)-1..........................................  1545-0023
1545-0257

e • • • - •

148.1- 3 ............................................   1545-0014
148.1- 4 ...............................................  1545-0230
150.4989-1............................................... 1545-0230
150.4993-1 ...........................................  1545-0230
150.4995- 2 ........................... ................. 1545-0230
150.4995- 3  __ ..______ ___ _______ 1545-0023

1545-0257
150.4995- 4 .....................................  1545-0023

1545-0230
150.4995- 5 .........„....................... .......... 1545-0230
150.4996- 1....____....______________  1545-0023
150.4997- 1............. ................. ........  1545-0222

CFR part or section where identified 
and described

Current
OMB

control
number

150.4997-2.................... ......................... 1545-0222
1545-0224

150.6050C-1.......................................... 1545-0222
150.6076-1............................................. 1545-0222
150.6232(c}-1................... ...................- 1545-0224
150.6232(c)-2....................................... 1545-0224
150.6232(c)-3......................................... 1545-0224
150.6232(c)-4.......................................... 1545-0224
150.6232(c)-5______ ______________ 1545-0224
150.6402-1............................................. 1545-0226

1545-0678
1545-0685

b. Adding the following entries to the 
table:

§ 602.101 OMB control numbers.
* * * * *

(c) * * *

Current
CFR part or section where identified OMB

and described control
number

1545-1296
1545-1296
1545-1296
1545-1296

1545-0023
•

1545-0685

Dated: September 29,1992.
Shirley D. Peterson,
Commissioner of Internal Revenue.
Fred T. Goldberg, Jr.,
Assistant Secretary o f the Treasury.
[FR Doc. 92-25429 Filed 10-21-92; 8:45 am]
BILLING CODE 4830-01-M

DEPARTMENT OF DEFENSE

Office of the Secretary

32 CFR Parts 67 and 179

Placement of Reserve Component 
Units In Local Communities and the 
Use of Contractor and DoD Resources 
for Maintenance of Materiel
AGENCY: Office of the Secretary, DoD. 
ACTION: Final rule.

SUMMARY: The Department of Defense 
removes 32 CFR parts 67 and 179 
concerning placement of reserve 
component units in local communities 
and the use of contractor and DoD 
resources for maintenance of materiel. 
These parts have served the purpose for 
which they issued and aré no longer 
valid.

40.6302(c)-3(b)(2)fri). 
40.6302(c)-3(b)(2)(m). 
40.6302(c)-3(e)
40.6302(c)—3<f)(2)(ii).. * *
46.4371-4.................

49.4271-1 (d).™..™...__• *

46.6109-1


