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11 USCS 8§ 503

Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 11. BANKRUPTCY > CHAPTER 5.
CREDITORS, THE DEBTOR, AND THE ESTATE > SUBCHAPTER |I. CREDITORS AND CLAIMS

8 503. Allowance of administrative expenses

(a)An entity may timely file a request for payment of an administrative expense, or may tardily file such request
if permitted by the court for cause.

(b)After notice and a hearing, there shall be allowed, administrative expenses, other than claims allowed under
section 502(f) of this title [11 USCS § 502(f)], including--

(1)(A) the actual, necessary costs and expenses of preserving the estate including--

(i)wages, salaries, and commissions for services rendered after the commencement of the case;
and

(i)wages and benefits awarded pursuant to a judicial proceeding or a proceeding of the National
Labor Relations Board as back pay attributable to any period of time occurring after
commencement of the case under this title, as a result of a violation of Federal or State law by the
debtor, without regard to the time of the occurrence of unlawful conduct on which such award is
based or to whether any services were rendered, if the court determines that payment of wages
and benefits by reason of the operation of this clause will not substantially increase the probability
of layoff or termination of current employees, or of nonpayment of domestic support obligations,
during the case under this title;

(B)any tax--

(Dincurred by the estate, whether secured or unsecured, including property taxes for which
liability is in rem, in personam, or both, except a tax of a kind specified in section 507(a)(8)
of this title [11 USCS § 507(a)(8)]; or

(inattributable to an excessive allowance of a tentative carryback adjustment that the
estate received, whether the taxable year to which such adjustment relates ended before
or after the commencement of the case;

(C)any fine, penalty, or reduction in credit relating to a tax of a kind specified in subparagraph
(B) of this paragraph; and

(D)notwithstanding the requirements of subsection (a), a governmental unit shall not be
required to file a request for the payment of an expense described in subparagraph (B) or (C),
as a condition of its being an allowed administrative expense;

(2)compensation and reimbursement awarded under section 330(a) of this title [11 USCS § 330(a)];

(3)the actual, necessary expenses, other than compensation and reimbursement specified in
paragraph (4) of this subsection, incurred by--

(A)a creditor that files a petition under section 303 of this title [11 USCS § 303];

(B)a creditor that recovers, after the court's approval, for the benefit of the estate any property
transferred or concealed by the debtor;
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(C)a creditor in connection with the prosecution of a criminal offense relating to the case or to the
business or property of the debtor;

(D)a creditor, an indenture trustee, an equity security holder, or a committee representing creditors
or equity security holders other than a committee appointed under section 1102 of this title [11
USCS § 1102], in making a substantial contribution in a case under chapter 9 or 11 of this title [11
USCS 88 901 et seq. or 1101 et seq.];

(E)a custodian superseded under section 543 of this title [11 USCS § 543], and compensation for
the services of such custodian; or

(F)a member of a committee appointed under section 1102 of this title [11 USCS § 1102], if such
expenses are incurred in the performance of the duties of such committee;

(4)reasonable compensation for professional services rendered by an attorney or an accountant of an
entity whose expense is allowable under subparagraph (A), (B), (C), (D), or (E) of paragraph (3) of this
subsection, based on the time, the nature, the extent, and the value of such services, and the cost of
comparable services other than in a case under this title, and reimbursement for actual, necessary
expenses incurred by such attorney or accountant;

(5)reasonable compensation for services rendered by an indenture trustee in making a substantial
contribution in a case under chapter 9 or 11 of this title [11 USCS 88 901 et seq.; 1101 et seq.], based
on the time, the nature, the extent, and the value of such services, and the cost of comparable services
other than in a case under this title;

(6)the fees and mileage payable under chapter 119 of title 28 [28 USCS 88 1821 et seq.];

(7)with respect to a nonresidential real property lease previously assumed under section 365 [11 USCS
§ 365], and subsequently rejected, a sum equal to all monetary obligations due, excluding those arising
from or relating to a failure to operate or a penalty provision, for the period of 2 years following the later
of the rejection date or the date of actual turnover of the premises, without reduction or setoff for any
reason whatsoever except for sums actually received or to be received from an entity other than the
debtor, and the claim for remaining sums due for the balance of the term of the lease shall be a claim
under section 502(b)(6) [11 USCS § 502(b)(6)];

(8)the actual, necessary costs and expenses of closing a health care business incurred by a trustee or
by a Federal agency (as defined in section 551(1) of title 5 [5 USCS § 551(1)]) or a department or
agency of a State or political subdivision thereof, including any cost or expense incurred--

(A)in disposing of patient records in accordance with section 351 [11 USCS § 351]; or

(B)in connection with transferring patients from the health care business that is in the process of
being closed to another health care business; and

(9)the value of any goods received by the debtor within 20 days before the date of commencement of a
case under this title in which the goods have been sold to the debtor in the ordinary course of such
debtor's business.

(c)Notwithstanding subsection (b), there shall neither be allowed, nor paid--

(1)a transfer made to, or an obligation incurred for the benefit of, an insider of the debtor for the
purpose of inducing such person to remain with the debtor's business, absent a finding by the court
based on evidence in the record that--

(A)the transfer or obligation is essential to retention of the person because the individual has a
bona fide job offer from another business at the same or greater rate of compensation;

(B)the services provided by the person are essential to the survival of the business; and

(C)either--
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(hthe amount of the transfer made to, or obligation incurred for the benefit of, the person is not
greater than an amount equal to 10 times the amount of the mean transfer or obligation of a
similar kind given to nonmanagement employees for any purpose during the calendar year in
which the transfer is made or the obligation is incurred; or

(i)if no such similar transfers were made to, or obligations were incurred for the benefit of, such
nonmanagement employees during such calendar year, the amount of the transfer or obligation
is not greater than an amount equal to 25 percent of the amount of any similar transfer or
obligation made to or incurred for the benefit of such insider for any purpose during the
calendar year before the year in which such transfer is made or obligation is incurred,;

(2)a severance payment to an insider of the debtor, unless--
(A)the payment is part of a program that is generally applicable to all full-time employees; and

(B)the amount of the payment is not greater than 10 times the amount of the mean severance pay
given to nonmanagement employees during the calendar year in which the payment is made; or

(3)other transfers or obligations that are outside the ordinary course of business and not justified by the
facts and circumstances of the case, including transfers made to, or obligations incurred for the benefit
of, officers, managers, or consultants hired after the date of the filing of the petition.

History

(Nov. 6, 1978,P.L. 95-598, Title I, § 101, 92 Stat. 2581; July 10, 1984, P.L. 98-353, Title III, Subtitle H, § 446, 98
Stat. 374; Oct. 27, 1986, P.L. 99-554, Title |1, Subtitle C, § 283(g), 100 Stat. 3117; Oct. 22, 1994, P.L. 103-394, Title
I, § 110, Title I, § 213(c), Title 111, § 304(h)(2), 108 Stat. 4113, 4126, 4134; April 20, 2005, P.L. 109-8, Title III, §§
329, 331, Title IV, Subtitle B, § 445, Title VII, § 712(b), (c), Title XI, § 1103, Title XII, §§ 1208, 1227(b), 119 Stat.
101, 102, 117, 128, 190, 194, 200.)

Prior law and revision:
Legislative Statements

Section 503(a) of the House amendment represents a compromise between similar provisions in the House bill
and the Senate amendment by leaving to the Rules of Bankruptcy Procedure the determination of the location at
which a request for payment of an administrative expense may be filed. The preamble to section 503(b) of the
House bill makes a similar change with respect to the allowance of administrative expenses.

Section 503(b)(1) adopts the approach taken in the House bill as modified by some provisions contained in the
Senate amendment. The preamble to section 503(b) makes clear that none of the paragraphs of section 503(b)
apply to claims or expenses of the kind specified in section 502(f) that arise in the ordinary course of the debtor's
business or financial affairs and that arise during the gap between the commencement of an involuntary case and
the appointment of a trustee or the order for relief, whichever first occurs. The remainder of section 503(b)
represents a compromise between H.R. 8200 as passed by the House and the Senate amendments. Section
503(b)(3)(E) codifies present law in cases such as Randolph v. Scruggs, 190 U.S. 533, which accords
administrative expense status to services rendered by a prepetition custodian or other party to the extent such
services actually benefit the estate. Section 503(b)(4) of the House amendment conforms to the provision contained
in H.R. 8200 as passed by the House and deletes language contained in the Senate amendment providing a
different standard of compensation under section 330 of that amendment.

Senate Report No. 95-989

Subsection (a) of this section permits administrative expense claimants to file with the court a request for payment
of an administrative expense. The Rules of Bankruptcy Procedure will specify the time, the form, and the method of
such a filing.

. 003
P



11 USCS 8§ 507

Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 11. BANKRUPTCY > CHAPTER 5.
CREDITORS, THE DEBTOR, AND THE ESTATE > SUBCHAPTER |I. CREDITORS AND CLAIMS

8 507. Priorities

(a)The following expenses and claims have priority in the following order:
(1)First:

(A)Allowed unsecured claims for domestic support obligations that, as of the date of the filing of the
petition in a case under this title, are owed to or recoverable by a spouse, former spouse, or child of
the debtor, or such child's parent, legal guardian, or responsible relative, without regard to whether
the claim is filed by such person or is filed by a governmental unit on behalf of such person, on the
condition that funds received under this paragraph by a governmental unit under this title after the
date of the filing of the petition shall be applied and distributed in accordance with applicable
nonbankruptcy law.

(B)Subject to claims under subparagraph (A), allowed unsecured claims for domestic support
obligations that, as of the date of the filing of the petition, are assigned by a spouse, former spouse,
child of the debtor, or such child's parent, legal guardian, or responsible relative to a governmental
unit (unless such obligation is assigned voluntarily by the spouse, former spouse, child, parent,
legal guardian, or responsible relative of the child for the purpose of collecting the debt) or are
owed directly to or recoverable by a governmental unit under applicable nonbankruptcy law, on the
condition that funds received under this paragraph by a governmental unit under this title after the
date of the filing of the petition be applied and distributed in accordance with applicable
nonbankruptcy law.

(C)If a trustee is appointed or elected under section 701, 702, 703, 1104, 1202, or 1302 [11 USCS
§ 701, 702, 703, 1104, 1202, or 1302], the administrative expenses of the trustee allowed under
paragraphs (1)(A), (2), and (6) of section 503(b) [11 USCS § 503(b)] shall be paid before payment
of claims under subparagraphs (A) and (B), to the extent that the trustee administers assets that
are otherwise available for the payment of such claims.

(2)Second, administrative expenses allowed under section 503(b) of this title [11 USCS § 503(b)],
unsecured claims of any Federal reserve bank related to loans made through programs or facilities
authorized under section 13(3) of the Federal Reserve Act (12 U.S.C. 343), and any fees and charges
assessed against the estate under chapter 123 of title 28 [28 USCS 88 1911 et seq.].

(3)Third, unsecured claims allowed under section 502(f) of this title [11 USCS & 502(f)].

(4)Fourth, allowed unsecured claims, but only to the extent of $ 12,850 for each individual or
corporation, as the case may be, earned within 180 days before the date of the filing of the petition or
the date of the cessation of the debtor's business, whichever occurs first, for--

(A)wages, salaries, or commissions, including vacation, severance, and sick leave pay earned by
an individual; or

(B)sales commissions earned by an individual or by a corporation with only 1 employee, acting as
an independent contractor in the sale of goods or services for the debtor in the ordinary course of
the debtor's business if, and only if, during the 12 months preceding that date, at least 75 percent of
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the amount that the individual or corporation earned by acting as an independent contractor in the
sale of goods or services was earned from the debtor.

(5)Fifth, allowed unsecured claims for contributions to an employee benefit plan--

(A)arising from services rendered within 180 days before the date of the filing of the petition or the
date of the cessation of the debtor's business, whichever occurs first; but only

(B)for each such plan, to the extent of--
(hthe number of employees covered by each such plan multiplied by $ 12,850; less

(if)the aggregate amount paid to such employees under paragraph (4) of this subsection, plus
the aggregate amount paid by the estate on behalf of such employees to any other employee
benefit plan.

(6)Sixth, allowed unsecured claims of persons--

(A)engaged in the production or raising of grain, as defined in section 557(b) of this title [11 USCS
§ 557(b)], against a debtor who owns or operates a grain storage facility, as defined in section
557(b) of this title [11 USCS § 557(b)], for grain or the proceeds of grain, or

(B)engaged as a United States fisherman against a debtor who has acquired fish or fish produce
from a fisherman through a sale or conversion, and who is engaged in operating a fish produce
storage or processing facility--

but only to the extent of $ 6,325 for each such individual.

(7)Seventh, allowed unsecured claims of individuals, to the extent of $ 2,850 for each such individual,
arising from the deposit, before the commencement of the case, of money in connection with the
purchase, lease, or rental of property, or the purchase of services, for the personal, family, or
household use of such individuals, that were not delivered or provided.

(8)Eighth, allowed unsecured claims of governmental units, only to the extent that such claims are for--

(A)a tax on or measured by income or gross receipts for a taxable year ending on or before the
date of the filing of the petition--

(hfor which a return, if required, is last due, including extensions, after three years before the
date of the filing of the petition;

(inassessed within 240 days before the date of the filing of the petition, exclusive of--

(Dany time during which an offer in compromise with respect to that tax was pending or in
effect during that 240-day period, plus 30 days; and

(INany time during which a stay of proceedings against collections was in effect in a prior
case under this title during that 240-day period, plus 90 days; or

(iif)other than a tax of a kind specified in section 523(a)(1)(B) or 523(a)(1)(C) of this title [11
USCS § 523(a)(1)(B) or 523(a)(1)(C)], not assessed before, but assessable, under applicable
law or by agreement, after, the commencement of the case;

(B)a property tax incurred before the commencement of the case and last payable without penalty
after one year before the date of the filing of the petition;

(C)a tax required to be collected or withheld and for which the debtor is liable in whatever capacity;

(D)an employment tax on a wage, salary, or commission of a kind specified in paragraph (4) of this
subsection earned from the debtor before the date of the filing of the petition, whether or not
actually paid before such date, for which a return is last due, under applicable law or under any
extension, after three years before the date of the filing of the petition;

(E)an excise tax on--
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(a transaction occurring before the date of the filing of the petition for which a return, if
required, is last due, under applicable law or under any extension, after three years before the
date of the filing of the petition; or

(i1)if a return is not required, a transaction occurring during the three years immediately
preceding the date of the filing of the petition;

(F)a customs duty arising out of the importation of merchandise--
(hentered for consumption within one year before the date of the filing of the petition;

(if)covered by an entry liquidated or reliquidated within one year before the date of the filing of
the petition; or

(iii)entered for consumption within four years before the date of the filing of the petition but
unliquidated on such date, if the Secretary of the Treasury certifies that failure to liquidate such
entry was due to an investigation pending on such date into assessment of antidumping or
countervailing duties or fraud, or if information needed for the proper appraisement or
classification of such merchandise was not available to the appropriate customs officer before
such date; or

(G)a penalty related to a claim of a kind specified in this paragraph and in compensation for actual
pecuniary loss.

An otherwise applicable time period specified in this paragraph shall be suspended for any period
during which a governmental unit is prohibited under applicable nonbankruptcy law from collecting
a tax as a result of a request by the debtor for a hearing and an appeal of any collection action
taken or proposed against the debtor, plus 90 days; plus any time during which the stay of
proceedings was in effect in a prior case under this title or during which collection was precluded by
the existence of 1 or more confirmed plans under this title, plus 90 days.

(9)Ninth, allowed unsecured claims based upon any commitment by the debtor to a Federal depository
institutions regulatory agency (or predecessor to such agency) to maintain the capital of an insured
depository institution.

(10)Tenth, allowed claims for death or personal injury resulting from the operation of a motor vehicle or
vessel if such operation was unlawful because the debtor was intoxicated from using alcohol, a drug, or
another substance.

(b)If the trustee, under section 362, 363, or 364 of this title [11 USCS § 362, 363, or 364], provides adequate
protection of the interest of a holder of a claim secured by a lien on property of the debtor and if,
notwithstanding such protection, such creditor has a claim allowable under subsection (a)(2) of this section
arising from the stay of action against such property under section 362 of this title [11 USCS § 362], from the
use, sale, or lease of such property under section 363 of this title [11 USCS § 363], or from the granting of a
lien under section 364(d) of this title [11 USCS § 364(d)], then such creditor's claim under such subsection shall
have priority over every other claim allowable under such subsection.

(c)For the purpose of subsection (a) of this section, a claim of a governmental unit arising from an erroneous
refund or credit of a tax has the same priority as a claim for the tax to which such refund or credit relates.

(d)An entity that is subrogated to the rights of a holder of a claim of a kind specified in subsection (a)(1), (a)(4),
(@)(5), (a)(6), (a)(7), (a)(8), or (a)(9) of this section is not subrogated to the right of the holder of such claim to
priority under such subsection.

History

(Nov. 6, 1978,P.L. 95-598, Title I, § 101, 92 Stat. 2583; July 10, 1984, P.L. 98-353, Title I, Subtitle B, § 350,
Subtitle H, § 449, 98 Stat. 358, 374; Nov. 29, 1990, P.L. 101-647, Title XXV, Subtitle B, § 2522(d), 104 Stat. 4867;
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11 USCS § 511

Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 11. BANKRUPTCY > CHAPTER 5.
CREDITORS, THE DEBTOR, AND THE ESTATE > SUBCHAPTER |I. CREDITORS AND CLAIMS

8 511. Rate of interest on tax claims

(a)If any provision of this title requires the payment of interest on a tax claim or on an administrative expense
tax, or the payment of interest to enable a creditor to receive the present value of the allowed amount of a tax
claim, the rate of interest shall be the rate determined under applicable nonbankruptcy law.

(b)In the case of taxes paid under a confirmed plan under this title, the rate of interest shall be determined as of
the calendar month in which the plan is confirmed.

History

(Added April 20, 2005,P.L. 109-8, Title VII, § 704(a), 119 Stat. 125.)

Annotations

Notes

Effective date of section:

This section took effect 180 days after enactment, pursuant to § 1501(a) of Act April 20, 2005, P.L. 109-8, which
appears as 11 USCS § 101 note.

Other provisions:

Application of section. This section is inapplicable with respect to cases commenced under Title 11, USCS,
before the effective date of Act April 20, 2005, P.L. 109-8, pursuant to 8§ 1501(b)(1) of such Act, which appears as
11 USCS § 101 note.

Case Notes

Third-party lender's claim was tax claim, and thus, interest rate due thereon could not be modified by debtor's
Chapter 13 reorganization plan; lender, as transferee of tax lien and subrogee of taxing authorities' rights under
Tex. Tax Code Ann. & 32.065(c), held tax claim for purposes of 11 USCS § 511 and enjoyed at least same
advantages and disadvantages of its claim as taxing authorities would have, including application of § 511 for tax
claim. Tax Ease Funding, L.P. v Thompson (In re Kizzee-Jordan) (2010, CA5 Tex) 626 F3d 239, CCH Bankr L Rptr
P 81881.

Bankruptcy court committed clear error by failing to identify approach it adopted to make such determination or to
apply such approach in arriving at 3.5 percent figure; instead, bankruptcy court seemingly confirmed interest rate on
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Notice

|F Part 1 of 2. You are viewing a very large document that has been divided into parts.

§ 522. Exemptions

(a)In this section--

(b)

(1)"dependent” includes spouse, whether or not actually dependent; and

(2)"value" means fair market value as of the date of the filing of the petition or, with respect to property
that becomes property of the estate after such date, as of the date such property becomes property of
the estate.

(1)Notwithstanding section 541 of this title [11 USCS § 541], an individual debtor may exempt from
property of the estate the property listed in either paragraph (2) or, in the alternative, paragraph (3) of
this subsection. In joint cases filed under section 302 of this title [11 USCS 8 302] and individual cases
filed under section 301 or 303 of this title [11 USCS 8 301 or 303] by or against debtors who are
husband and wife, and whose estates are ordered to be jointly administered under Rule 1015(b) of the
Federal Rules of Bankruptcy Procedure, one debtor may not elect to exempt property listed in
paragraph (2) and the other debtor elect to exempt property listed in paragraph (3) of this subsection. If
the parties cannot agree on the alternative to be elected, they shall be deemed to elect paragraph (2),
where such election is permitted under the law of the jurisdiction where the case is filed.

(2)Property listed in this paragraph is property that is specified under subsection (d), unless the State
law that is applicable to the debtor under paragraph (3)(A) specifically does not so authorize.

(3)Property listed in this paragraph is--

(A)subject to subsections (0) and (p), any property that is exempt under Federal law, other than
subsection (d) of this section, or State or local law that is applicable on the date of the filing of the
petition to the place in which the debtor's domicile has been located for the 730 days immediately
preceding the date of the filing of the petition or if the debtor's domicile has not been located in a
single State for such 730-day period, the place in which the debtor's domicile was located for 180
days immediately preceding the 730-day period or for a longer portion of such 180-day period than
in any other place;

(B)any interest in property in which the debtor had, immediately before the commencement of the
case, an interest as a tenant by the entirety or joint tenant to the extent that such interest as a
tenant by the entirety or joint tenant is exempt from process under applicable nonbankruptcy law;
and
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(C)retirement funds to the extent that those funds are in a fund or account that is exempt from
taxation under section 401, 403, 408, 408A, 414, 457, or 501(a) of the Internal Revenue Code of
1986 [26 USCS § 401, 403, 408, 408A, 414, 457, or 501(a)].

If the effect of the domiciliary requirement under subparagraph (A) is to render the debtor
ineligible for any exemption, the debtor may elect to exempt property that is specified under
subsection (d).

(4)For purposes of paragraph (3)(C) and subsection (d)(12), the following shall apply:

(A)If the retirement funds are in a retirement fund that has received a favorable determination
under section 7805 of the Internal Revenue Code of 1986 [26 USCS § 7805], and that
determination is in effect as of the date of the filing of the petition in a case under this title, those
funds shall be presumed to be exempt from the estate.

(B)If the retirement funds are in a retirement fund that has not received a favorable determination
under such section 7805 [26 USCS § 7805], those funds are exempt from the estate if the debtor
demonstrates that--

(i)no prior determination to the contrary has been made by a court or the Internal Revenue
Service; and

(i)
(Dthe retirement fund is in substantial compliance with the applicable requirements of the
Internal Revenue Code of 1986 [26 USCS 88 1 et seq.]; or

(INthe retirement fund fails to be in substantial compliance with the applicable requirements
of the Internal Revenue Code of 1986 [26 USCS 8§ 1 et seq.] and the debtor is not
materially responsible for that failure.

(C)A direct transfer of retirement funds from 1 fund or account that is exempt from taxation under
section 401, 403, 408, 408A, 414, 457, or 501(a) of the Internal Revenue Code of 1986 [26 USCS
8 401, 403, 408, 408A, 414, 457, or 501(a)], under section 401(a)(31) of the Internal Revenue
Code of 1986 [26 USCS § 401(a)(31)], or otherwise, shall not cease to qualify for exemption under
paragraph (3)(C) or subsection (d)(12) by reason of such direct transfer.

(D)
(Any distribution that qualifies as an eligible rollover distribution within the meaning of section
402(c) of the Internal Revenue Code of 1986 [26 USCS § 402(c)] or that is described in clause
(i) shall not cease to qualify for exemption under paragraph (3)(C) or subsection (d)(12) by
reason of such distribution.

(iN)A distribution described in this clause is an amount that--

(has been distributed from a fund or account that is exempt from taxation under section
401, 403, 408, 408A, 414, 457, or 501(a) of the Internal Revenue Code of 1986 [26 USCS
§ 401, 403, 408, 408A, 414, 457, or 501(a)]; and

(INto the extent allowed by law, is deposited in such a fund or account not later than 60
days after the distribution of such amount.

(c)Unless the case is dismissed, property exempted under this section is not liable during or after the case for
any debt of the debtor that arose, or that is determined under section 502 of this title [11 USCS § 502] as if
such debt had arisen, before the commencement of the case, except--

(1)a debt of a kind specified in paragraph (1) or (5) of section 523(a) [11 USCS § 523(a)] (in which
case, notwithstanding any provision of applicable nonbankruptcy law to the contrary, such property
shall be liable for a debt of a kind specified in such paragraph);

(2)a debt secured by a lien that is--

. 009
P



Page 3 of 331
11 USCS § 522

(A)

(i)not avoided under subsection (f) or (g) of this section or under section 544, 545, 547, 548,
549, or 724(a) of this title [11 USCS § 544, 545, 547, 548, 549, or 724(a)]; and

(innot void under section 506(d) of this title [11 USCS § 506(d)]; or
(B)a tax lien, notice of which is properly filed;

(3)a debt of a kind specified in section 523(a)(4) or 523(a)(6) of this title [11 USCS § 523(a)(4) or
523(a)(6)] owed by an institution-affiliated party of an insured depository institution to a Federal
depository institutions regulatory agency acting in its capacity as conservator, receiver, or liquidating
agent for such institution; or

(4)a debt in connection with fraud in the obtaining or providing of any scholarship, grant, loan, tuition,
discount, award, or other financial assistance for purposes of financing an education at an institution of
higher education (as that term is defined in section 101 of the Higher Education Act of 1965 (20 U.S.C.
1001)).

(d)The following property may be exempted under subsection (b)(2) of this section:

(1)The debtor's aggregate interest, not to exceed $ 23,675 in value, in real property or personal
property that the debtor or a dependent of the debtor uses as a residence, in a cooperative that owns
property that the debtor or a dependent of the debtor uses as a residence, or in a burial plot for the
debtor or a dependent of the debtor.

(2)The debtor's interest, not to exceed $ 3,775 in value, in one motor vehicle.

(3)The debtor's interest, not to exceed $ 600 in value in any particular item or $ 12,625 in aggregate
value, in household furnishings, household goods, wearing apparel, appliances, books, animals, crops,
or musical instruments, that are held primarily for the personal, family, or household use of the debtor
or a dependent of the debtor.

(4)The debtor's aggregate interest, not to exceed $ 1,600 in value, in jewelry held primarily for the
personal, family, or household use of the debtor or a dependent of the debtor.

(5)The debtor's aggregate interest in any property, not to exceed in value $ 1,250 plus up to $ 11,850 of
any unused amount of the exemption provided under paragraph (1) of this subsection.

(6)The debtor's aggregate interest, not to exceed $ 2,375 in value, in any implements, professional
books, or tools, of the trade of the debtor or the trade of a dependent of the debtor.

(7)Any unmatured life insurance contract owned by the debtor, other than a credit life insurance
contract.

(8)The debtor's aggregate interest, not to exceed in value $ 12,625 less any amount of property of the
estate transferred in the manner specified in section 542(d) of this title [11 USCS § 542(d)], in any
accrued dividend or interest under, or loan value of, any unmatured life insurance contract owned by
the debtor under which the insured is the debtor or an individual of whom the debtor is a dependent.

(9)Professionally prescribed health aids for the debtor or a dependent of the debtor.

(10)The debtor's right to receive--
(A)a social security benefit, unemployment compensation, or a local public assistance benefit;
(B)a veterans' benefit;
(C)a disability, illness, or unemployment benefit;

(D)alimony, support, or separate maintenance, to the extent reasonably necessary for the support
of the debtor and any dependent of the debtor;
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(E)a payment under a stock bonus, pension, profitsharing, annuity, or similar plan or contract on
account of iliness, disability, death, age, or length of service, to the extent reasonably necessary for
the support of the debtor and any dependent of the debtor, unless--

(i)such plan or contract was established by or under the auspices of an insider that employed
the debtor at the time the debtor's rights under such plan or contract arose;

(i)such payment is on account of age or length of service; and

(ii)such plan or contract does not qualify under section 401(a), 403(a), 403(b), or 408 of the
Internal Revenue Code of 1986 [26 USCS § 401(a), 403(a), 403(b), or 408].

(11)The debtor's right to receive, or property that is traceable to--
(A)an award under a crime victim's reparation law;

(B)a payment on account of the wrongful death of an individual of whom the debtor was a
dependent, to the extent reasonably necessary for the support of the debtor and any dependent of
the debtor;

(C)a payment under a life insurance contract that insured the life of an individual of whom the
debtor was a dependent on the date of such individual's death, to the extent reasonably necessary
for the support of the debtor and any dependent of the debtor;

(D)a payment, not to exceed $ 23,675, on account of personal bodily injury, not including pain and
suffering or compensation for actual pecuniary loss, of the debtor or an individual of whom the
debtor is a dependent; or

(E)a payment in compensation of loss of future earnings of the debtor or an individual of whom the
debtor is or was a dependent, to the extent reasonably necessary for the support of the debtor and
any dependent of the debtor.

(12)Retirement funds to the extent that those funds are in a fund or account that is exempt from
taxation under section 401, 403, 408, 408A, 414, 457, or 501(a) of the Internal Revenue Code of 1986
[26 USCS § 401, 403, 408, 408A, 414, 457, or 501(a)].

(e)A waiver of an exemption executed in favor of a creditor that holds an unsecured claim against the debtor is
unenforceable in a case under this title with respect to such claim against property that the debtor may exempt
under subsection (b) of this section. A waiver by the debtor of a power under subsection (f) or (h) of this section
to avoid a transfer, under subsection (g) or (i) of this section to exempt property, or under subsection (i) of this
section to recover property or to preserve a transfer, is unenforceable in a case under this title.

(f)

(1)Notwithstanding any waiver of exemptions but subject to paragraph (3), the debtor may avoid the
fixing of a lien on an interest of the debtor in property to the extent that such lien impairs an exemption
to which the debtor would have been entitled under subsection (b) of this section, if such lien is--

(A)a judicial lien, other than a judicial lien that secures a debt of a kind that is specified in section
523(a)(5) [11 USCS § 523(a)(5)]; or

(B)a nonpossessory, nonpurchase-money security interest in any--

(i)household furnishings, household goods, wearing apparel, appliances, books, animals,
crops, musical instruments, or jewelry that are held primarily for the personal, family, or
household use of the debtor or a dependent of the debtor;

(inimplements, professional books, or tools, of the trade of the debtor or the trade of a
dependent of the debtor; or

(ii)professionally prescribed health aids for the debtor or a dependent of the debtor.

(2)
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(A)For the purposes of this subsection, a lien shall be considered to impair an exemption to the
extent that the sum of--

(Othe lien;
(in)all other liens on the property; and

(iii)the amount of the exemption that the debtor could claim if there were no liens on the
property;

exceeds the value that the debtor's interest in the property would have in the absence of
any liens.

(B)In the case of a property subject to more than 1 lien, a lien that has been avoided shall not be
considered in making the calculation under subparagraph (A) with respect to other liens.

(C)This paragraph shall not apply with respect to a judgment arising out of a mortgage foreclosure.

(3)In a case in which State law that is applicable to the debtor--

(4)

(A)permits a person to voluntarily waive a right to claim exemptions under subsection (d) or
prohibits a debtor from claiming exemptions under subsection (d); and

(B)either permits the debtor to claim exemptions under State law without limitation in amount,
except to the extent that the debtor has permitted the fixing of a consensual lien on any property or
prohibits avoidance of a consensual lien on property otherwise eligible to be claimed as exempt

property;

the debtor may not avoid the fixing of a lien on an interest of the debtor or a dependent of the
debtor in property if the lien is a nonpossessory, nonpurchase-money security interest in
implements, professional books, or tools of the trade of the debtor or a dependent of the debtor or
farm animals or crops of the debtor or a dependent of the debtor to the extent the value of such
implements, professional books, tools of the trade, animals, and crops exceeds $ 6,425.

(A)Subject to subparagraph (B), for purposes of paragraph (1)(B), the term "household goods™"
means--

(i)clothing;
(ii)furniture;
(iii)appliances;
(iv)1 radio;
(v)1 television;
(vi)1 VCR;
(vii)linens;
(viii)china;
(ix)crockery;
(x)kitchenware;

(xi)educational materials and educational equipment primarily for the use of minor dependent
children of the debtor;

(xii)medical equipment and supplies;

(xiii)furniture exclusively for the use of minor children, or elderly or disabled dependents of the
debtor;
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(xiv)personal effects (including the toys and hobby equipment of minor dependent children and
wedding rings) of the debtor and the dependents of the debtor; and

(xv)1 personal computer and related equipment.
(B)The term "household goods" does not include--
(iYworks of art (unless by or of the debtor, or any relative of the debtor);

(iN)electronic entertainment equipment with a fair market value of more than $ 675 in the
aggregate (except 1 television, 1 radio, and 1 VCR);

(ilh)items acquired as antiques with a fair market value of more than $ 675 in the aggregate;

(iv)jewelry with a fair market value of more than $ 675 in the aggregate (except wedding rings);
and

(v)a computer (except as otherwise provided for in this section), motor vehicle (including a
tractor or lawn tractor), boat, or a motorized recreational device, conveyance, vehicle,
watercraft, or aircraft.

(g)Notwithstanding sections 550 and 551 of this title [11 USCS 88 550 and 551], the debtor may exempt under
subsection (b) of this section property that the trustee recovers under section 510(c)(2), 542, 543, 550, 551, or
553 of this title [11 USCS § 510(c)(2), 542, 543, 550, 551, or 553], to the extent that the debtor could have
exempted such property under subsection (b) of this section if such property had not been transferred, if--

1)

(A)such transfer was not a voluntary transfer of such property by the debtor; and

(B)the debtor did not conceal such property; or
(2)The debtor could have avoided such transfer under subsection (f)(1)(B) of this section.

(h)The debtor may avoid a transfer of property of the debtor or recover a setoff to the extent that the debtor
could have exempted such property under subsection (g)(1) of this section if the trustee had avoided such
transfer, if--

(1)such transfer is avoidable by the trustee under section 544, 545, 547, 548, 549, or 724(a) of this title
[11 USCS § 544, 545, 547, 548, 549, or 724(a)] or recoverable by the trustee under section 553 of this
title [11 USCS § 553]; and

(2)the trustee does not attempt to avoid such transfer.

0)
(1)If the debtor avoids a transfer or recovers a setoff under subsection (f) or (h) of this section, the
debtor may recover in the manner prescribed by, and subject to the limitations of, section 550 of this

title [11 USCS § 550], the same as if the trustee had avoided such transfer, and may exempt any
property so recovered under subsection (b) of this section.

(2)Notwithstanding section 551 of this title [11 USCS § 551], a transfer avoided under section 544, 545,
547, 548, 549, or 724(a) of this title [L1 USCS § 544, 545, 547, 548, 549, or 724(a)], under subsection
(f) or (h) of this section, or property recovered under section 553 of this title [11 USCS § 553], may be
preserved for the benefit of the debtor to the extent that the debtor may exempt such property under
subsection (g) of this section or paragraph (1) of this subsection.

(i)Notwithstanding subsections (g) and (i) of this section, the debtor may exempt a particular kind of property
under subsections (g) and (i) of this section only to the extent that the debtor has exempted less property in
value of such kind than that to which the debtor is entitled under subsection (b) of this section.

(k)Property that the debtor exempts under this section is not liable for payment of any administrative expense
except--
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(Dthe aliquot share of the costs and expenses of avoiding a transfer of property that the debtor
exempts under subsection (g) of this section, or of recovery of such property, that is attributable to the
value of the portion of such property exempted in relation to the value of the property recovered; and

(2)any costs and expenses of avoiding a transfer under subsection (f) or (h) of this section, or of
recovery of property under subsection (i)(1) of this section, that the debtor has not paid.

(NThe debtor shall file a list of property that the debtor claims as exempt under subsection (b) of this section. If
the debtor does not file such a list, a dependent of the debtor may file such a list, or may claim property as
exempt from property of the estate on behalf of the debtor. Unless a party in interest objects, the property
claimed as exempt on such list is exempt.

(m)Subject to the limitation in subsection (b), this section shall apply separately with respect to each debtor in a
joint case.

(n)For assets in individual retirement accounts described in section 408 or 408A of the Internal Revenue Code
of 1986 [26 USCS § 408 or 408A], other than a simplified employee pension under section 408(k) of such Code
[26 USCS § 408(Kk)] or a simple retirement account under section 408(p) of such Code [26 USCS § 408(p)], the
aggregate value of such assets exempted under this section, without regard to amounts attributable to rollover
contributions under section 402(c), 402(e)(6), 403(a)(4), 403(a)(5), and 403(b)(8) of the Internal Revenue Code
of 1986 [26 USCS § 402(c), 402(e)(6), 403(a)(4), 403(a)(5), and 403(b)(8)], and earnings thereon, shall not
exceed $ 1,283,025 in a case filed by a debtor who is an individual, except that such amount may be increased
if the interests of justice so require.

(o)For purposes of subsection (b)(3)(A), and notwithstanding subsection (a), the value of an interest in--
(1)real or personal property that the debtor or a dependent of the debtor uses as a residence;
(2)a cooperative that owns property that the debtor or a dependent of the debtor uses as a residence;
(3)a burial plot for the debtor or a dependent of the debtor; or

(4)real or personal property that the debtor or a dependent of the debtor claims as a homestead;

shall be reduced to the extent that such value is attributable to any portion of any property that the
debtor disposed of in the 10-year period ending on the date of the filing of the petition with the intent to
hinder, delay, or defraud a creditor and that the debtor could not exempt, or that portion that the debtor
could not exempt, under subsection (b), if on such date the debtor had held the property so disposed
of.

(p)(1) Except as provided in paragraph (2) of this subsection and sections 544 and 548 [11 USCS 88 544 and
548], as a result of electing under subsection (b)(3)(A) to exempt property under State or local law, a debtor
may not exempt any amount of interest that was acquired by the debtor during the 1215-day period preceding
the date of the filing of the petition that exceeds in the aggregate $ 160,375 in value in--

(A)real or personal property that the debtor or a dependent of the debtor uses as a residence;
(B)a cooperative that owns property that the debtor or a dependent of the debtor uses as a residence;
(C)a burial plot for the debtor or a dependent of the debtor; or
(D)real or personal property that the debtor or dependent of the debtor claims as a homestead.
2

(A)The limitation under paragraph (1) shall not apply to an exemption claimed under subsection
(b)(3)(A) by a family farmer for the principal residence of such farmer.

(B)For purposes of paragraph (1), any amount of such interest does not include any interest
transferred from a debtor's previous principal residence (which was acquired prior to the
beginning of such 1215-day period) into the debtor's current principal residence, if the debtor's
previous and current residences are located in the same State.
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(9)(1) As a result of electing under subsection (b)(3)(A) to exempt property under State or local law, a debtor
may not exempt any amount of an interest in property described in subparagraphs (A), (B), (C), and (D) of
subsection (p)(1) which exceeds in the aggregate $ 160,375 if--

(A)the court determines, after notice and a hearing, that the debtor has been convicted of a felony (as
defined in section 3156 of title 18 [18 USCS § 3156]), which under the circumstances, demonstrates
that the filing of the case was an abuse of the provisions of this title; or

(B)the debtor owes a debt arising from--

(iany violation of the Federal securities laws (as defined in section 3(a)(47) of the Securities
Exchange Act of 1934 [15 USCS § 78c(a)(47)]), any State securities laws, or any regulation or
order issued under Federal securities laws or State securities laws;

(infraud, deceit, or manipulation in a fiduciary capacity or in connection with the purchase or sale of
any security registered under section 12 or 15(d) of the Securities Exchange Act of 1934 [15 USCS
8 78l or 780(d)] or under section 6 of the Securities Act of 1933 [15 USCS 8§ 771];

(iif)any civil remedy under section 1964 of title 18; or

(iv)any criminal act, intentional tort, or willful or reckless misconduct that caused serious physical
injury or death to another individual in the preceding 5 years.

(2)Paragraph (1) shall not apply to the extent the amount of an interest in property described in
subparagraphs (A), (B), (C), and (D) of subsection (p)(1) is reasonably necessary for the
support of the debtor and any dependent of the debtor.

History

(Nov. 6, 1978,P.L. 95-598, Title I, § 101, 92 Stat. 2586; July 10, 1984, P.L. 98-353, Title IlI, Subtitle A, § 306,
Subtitle H, § 453, 98 Stat. 353, 375; Oct. 27, 1986, P.L. 99-554, Title I, Subtitle C, § 283(i), 100 Stat. 3117; Nov.
29, 1990, P.L. 101-647, Title XXV, Subtitle B, § 2522(b), 104 Stat. 4866; Oct. 22, 1994, P.L. 103-394, Title I, §
108(d), Title 11, §8 303, 304(d), 310, Title V, § 501(d)(12), 108 Stat. 4112, 4132, 4133, 4137, 4145; Feb. 12, 1998,
63 Fed. Reg. 7179; Nov. 1, 2000, P.L. 106-420, § 4, 114 Stat. 1868; Feb. 20, 2001, 66 Fed. Reg. 10910.)

(As amended Feb. 24, 2004,69 Fed. Reg. 8482; April 20, 2005, P.L. 109-8, Title Il, Subtitle B, § 216, Subtitle C, §
224(a), (e)(1), Title 111, 88 307, 308, 313(a), 322(a), 119 Stat. 55, 62, 65, 81, 87, 96; Feb. 14, 2007, 72 Fed. Req.
7082; Feb. 25, 2010, 75 Fed. Req. 8747; Dec. 22, 2010, P.L. 111-327, § 2(a)(17), 124 Stat. 3559; Feb. 21, 2013,
78 Fed. Reqg. 12089; Feb. 16, 2016, 81 Fed. Req. 8748.)

Prior law and revision:
Legislative Statements

Section 522 of the House amendment represents a compromise on the issue of exemptions between the position
taken in the House hill, and that taken in the Senate amendment. Dollar amounts specified in section 522(d) of the
House bill have been reduced from amounts as contained in H.R. 8200 as passed by the House. The States may,
by passing a law, determine whether the Federal exemptions will apply as an alternative to State exemptions in
bankruptcy cases.

Section 522(c)(1) tracks the House bill and provides that dischargeable tax claims may not be collected out of
exempt property.

Section 522(f)(2) is derived from the Senate amendment restricting the debtor to avoidance of nonpossessory,
nonpurchase money security interests.

Exemptions: Section 522(c)(1) of the House amendment adopts a provision contained in the House bill that
dischargeable taxes cannot be collected from exempt assets. This changes present law, which allows collection of
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§ 523. Exceptions to discharge

(a)A discharge under section 727, 1141, 1228(a), 1228(b), or 1328(b) of this title [11 USCS § 727, 1141,
1228(a), 1228(b), or 1328(b)] does not discharge an individual debtor from any debt--

(1)for a tax or a customs duty--

(A)of the kind and for the periods specified in section 507(a)(3) or 507(a)(8) of this title [L1 USCS §

507(a)(2) or 507(a)(8)], whether or not a claim for such tax was filed or allowed;
(B)with respect to which a return, or equivalent report or notice, if required--
(i)was not filed or given; or

(if)was filed or given after the date on which such return, report, or notice was last due, under
applicable law or under any extension, and after two years before the date of the filing of the
petition; or

(C)with respect to which the debtor made a fraudulent return or willfully attempted in any manner to

evade or defeat such tax;

(2)for money, property, services, or an extension, renewal, or refinancing of credit, to the extent
obtained by--

(A)false pretenses, a false representation, or actual fraud, other than a statement respecting the
debtor's or an insider's financial condition;

(B)use of a statement in writing--
(hthat is materially false;
(if)respecting the debtor's or an insider's financial condition;

(iif)on which the creditor to whom the debtor is liable for such money, property, services, or
credit reasonably relied; and

(iv)that the debtor caused to be made or published with intent to deceive; or
(C)(i) for purposes of subparagraph (A)--

(Dconsumer debts owed to a single creditor and aggregating more than $ 675 for luxury goods
or services incurred by an individual debtor on or within 90 days before the order for relief
under this title are presumed to be nondischargeable; and
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(INcash advances aggregating more than $ 950 that are extensions of consumer credit under
an open end credit plan obtained by an individual debtor on or within 70 days before the order
for relief under this title, are presumed to be nondischargeable; and

(ifor purposes of this subparagraph--

(Dthe terms "consumer”, "credit", and "open end credit plan" have the same meanings
as in section 103 of the Truth in Lending Act [15 USCS § 1602]; and

(INthe term "luxury goods or services" does not include goods or services reasonably
necessary for the support or maintenance of the debtor or a dependent of the debtor;

(3)neither listed nor scheduled under section 521(a)(1) of this title [11 USCS § 521(a)(1)], with the
name, if known to the debtor, of the creditor to whom such debt is owed, in time to permit--

(A)if such debt is not of a kind specified in paragraph (2), (4), or (6) of this subsection, timely filing
of a proof of claim, unless such creditor had notice or actual knowledge of the case in time for such
timely filing; or

(B)if such debt is of a kind specified in paragraph (2), (4), or (6) of this subsection, timely filing of a
proof of claim and timely request for a determination of dischargeability of such debt under one of
such paragraphs, unless such creditor had notice or actual knowledge of the case in time for such
timely filing and request;

(Mfor fraud or defalcation while acting in a fiduciary capacity, embezzlement, or larceny;
(5)for a domestic support obligation;
(6)for willful and malicious injury by the debtor to another entity or to the property of another entity;

(7)to the extent such debt is for a fine, penalty, or forfeiture payable to and for the benefit of a
governmental unit, and is not compensation for actual pecuniary loss, other than a tax penalty--

(A)relating to a tax of a kind not specified in paragraph (1) of this subsection; or

(B)imposed with respect to a transaction or event that occurred before three years before the date
of the filing of the petition;

(8)unless excepting such debt from discharge under this paragraph would impose an undue hardship
on the debtor and the debtor's dependents, for--

(A)

(han educational benefit overpayment or loan made, insured, or guaranteed by a governmental
unit, or made under any program funded in whole or in part by a governmental unit or nonprofit
institution; or

(if)an obligation to repay funds received as an educational benefit, scholarship, or stipend; or

(B)any other educational loan that is a qualified education loan, as defined in section 221(d)(1) of
the Internal Revenue Code of 1986 [26 USCS § 221(d)(1)], incurred by a debtor who is an
individual;

(9)for death or personal injury caused by the debtor's operation of a motor vehicle, vessel, or aircraft if
such operation was unlawful because the debtor was intoxicated from using alcohol, a drug, or another
substance;

(10)that was or could have been listed or scheduled by the debtor in a prior case concerning the debtor
under this title or under the Bankruptcy Act in which the debtor waived discharge, or was denied a
discharge under section 727(a)(2), (3), (4), (5), (6), or (7) of this title [11 USCS § 727(a)(2), (3), (4), (5),
(6), or (7)], or under section 14c(1), (2), (3), (4), (6), or (7) of such Act;

(12)provided in any final judgment, unreviewable order, or consent order or decree entered in any court
of the United States or of any State, issued by a Federal depository institutions regulatory agency, or
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contained in any settlement agreement entered into by the debtor, arising from any act of fraud or
defalcation while acting in a fiduciary capacity committed with respect to any depository institution or
insured credit union;

(12)for malicious or reckless failure to fulfill any commitment by the debtor to a Federal depository
institutions regulatory agency to maintain the capital of an insured depository institution, except that this
paragraph shall not extend any such commitment which would otherwise be terminated due to any act
of such agency; or

(13)for any payment of an order of restitution issued under title 18, United States Code;

(14)incurred to pay a tax to the United States that would be nondischargeable pursuant to paragraph
(€OK

(14A)incurred to pay a tax to a governmental unit, other than the United States, that would be
nondischargeable under paragraph (1);

(14B)incurred to pay fines or penalties imposed under Federal election law;

(15)to a spouse, former spouse, or child of the debtor and not of the kind described in paragraph (5)
that is incurred by the debtor in the course of a divorce or separation or in connection with a separation
agreement, divorce decree or other order of a court of record, or a determination made in accordance
with State or territorial law by a governmental unit;

(16)for a fee or assessment that becomes due and payable after the order for relief to a membership
association with respect to the debtor's interest in a unit that has condominium ownership, in a share of
a cooperative corporation, or a lot in a homeowners association, for as long as the debtor or the trustee
has a legal, equitable, or possessory ownership interest in such unit, such corporation, or such lot, but
nothing in this paragraph shall except from discharge the debt of a debtor for a membership association
fee or assessment for a period arising before entry of the order for relief in a pending or subsequent
bankruptcy case;

(17)for a fee imposed on a prisoner by any court for the filing of a case, motion, complaint, or appeal, or
for other costs and expenses assessed with respect to such filing, regardless of an assertion of poverty
by the debtor under subsection (b) or (f)(2) of section 1915 of title 28 [28 USCS § 1915] (or a similar
non-Federal law), or the debtor's status as a prisoner, as defined in section 1915(h) of title 28 [28
USCS § 1915(h)] (or a similar non-Federal law);

(18)owed to a pension, profit-sharing, stock bonus, or other plan established under section 401, 403,
408, 408A, 414, 457, or 501(c) of the Internal Revenue Code of 1986 [26 USCS § 401, 403, 408, 408A,
414, 457, or 501(c)], under--

(A)a loan permitted under section 408(b)(1) of the Employee Retirement Income Security Act of
1974 [29 USCS § 1108(b)(1)], or subject to section 72(p) of the Internal Revenue Code of 1986 [26

USCS 8§ 72(p)]; or

(B)a loan from a thrift savings plan permitted under subchapter Il of chapter 84 of title 5 [5 USCS
88 8431 et seq.], that satisfies the requirements of section 8433(g) of such title [5 USCS 8§ 8433(q)];

but nothing in this paragraph may be construed to provide that any loan made under a
governmental plan under section 414(d) [26 USCS § 414(d)], or a contract or account under
section 403(b) [26 USCS § 403(b)], of the Internal Revenue Code of 1986 constitutes a claim or a
debt under this title; or

(19)that--
(A)is for--

()the violation of any of the Federal securities laws (as that term is defined in section 3(a)(47)
of the Securities Exchange Act of 1934 [15 USCS § 78c(a)(47)]), any of the State securities
laws, or any regulation or order issued under such Federal or State securities laws; or
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(incommon law fraud, deceit, or manipulation in connection with the purchase or sale of any
security; and

(B)results, before, on, or after the date on which the petition was filed, from--

(any judgment, order, consent order, or decree entered in any Federal or State judicial or
administrative proceeding;

(inany settlement agreement entered into by the debtor; or

(iiany court or administrative order for any damages, fine, penalty, citation, restitutionary
payment, disgorgement payment, attorney fee, cost, or other payment owed by the debtor.

For purposes of this subsection, the term "return" means a return that satisfies the
requirements of applicable nonbankruptcy law (including applicable filing requirements). Such
term includes a return prepared pursuant to section 6020(a) of the Internal Revenue Code of
1986 [26 USCS § 6020(a)], or similar State or local law, or a written stipulation to a judgment or
a final order entered by a nonbankruptcy tribunal, but does not include a return made pursuant
to section 6020(b) of the Internal Revenue Code of 1986 [26 USCS § 6020(b)], or a similar
State or local law.

(b)Notwithstanding subsection (a) of this section, a debt that was excepted from discharge under subsection
(a8)(2), (8)(3), or (a)(8) of this section, under section 17a(1), 17a(3), or 17a(5) of the Bankruptcy Act, under
section 439A of the Higher Education Act of 1965, or under section 733(g) of the Public Health Service Act in a
prior case concerning the debtor under this title or under the Bankruptcy Act, is dischargeable in a case under
this title unless, by the terms of subsection (a) of this section, such debt is not dischargeable in the case under
this title.

()

(1)Except as provided in subsection (a)(3)(B) of this section, the debtor shall be discharged from a debt
of a kind specified in paragraph (2), (4), or (6) of subsection (a) of this section, unless, on request of the
creditor to whom such debt is owed, and after notice and a hearing, the court determines such debt to
be excepted from discharge under paragraph (2), (4), or (6), as the case may be, of subsection (a) of
this section.

(2)Paragraph (1) shall not apply in the case of a Federal depository institutions regulatory agency
seeking, in its capacity as conservator, receiver, or liquidating agent for an insured depository
institution, to recover a debt described in subsection (a)(2), (a)(4), (a)(6), or (a)(11) owed to such
institution by an institution-affiliated party unless the receiver, conservator, or liquidating agent was
appointed in time to reasonably comply, or for a Federal depository institutions regulatory agency
acting in its corporate capacity as a successor to such receiver, conservator, or liquidating agent to
reasonably comply, with subsection (a)(3)(B) as a creditor of such institution-affiliated party with respect
to such debt.

(d)If a creditor requests a determination of dischargeability of a consumer debt under subsection (a)(2) of this
section, and such debt is discharged, the court shall grant judgment in favor of the debtor for the costs of, and a
reasonable attorney's fee for, the proceeding if the court finds that the position of the creditor was not
substantially justified, except that the court shall not award such costs and fees if special circumstances would
make the award unjust.

(e)Any institution-affiliated party of an insured depository institution shall be considered to be acting in a
fiduciary capacity with respect to the purposes of subsection (a)(4) or (11).

History

(Nov. 6, 1978,P.L. 95-598, Title I, § 101, 92 Stat. 2590; Aug. 14, 1979, P.L. 96-56, § 3, 93 Stat. 387; Aug. 13,
1981, P.L. 97-35, Title XXIIl, Subtitle A, Ch 2, § 2334(b), 95 Stat. 863; July 10, 1984, P.L. 98-353, Title Ill, Subtitle
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 11. BANKRUPTCY > CHAPTER 11.
REORGANIZATION > SUBCHAPTER II. THE PLAN

Notice

P Part 1 of 2. You are viewing a very large document that has been divided into parts.

§ 1129. Confirmation of plan

(a)The court shall confirm a plan only if all of the following requirements are met:
(1)The plan complies with the applicable provisions of this title [11 USCS 88 101 et seq.].

(2)The proponent of the plan complies with the applicable provisions of this title [11 USCS 8§ 101 et
seq.].
(3)The plan has been proposed in good faith and not by any means forbidden by law.

(4)Any payment made or to be made by the proponent, by the debtor, or by a person issuing securities
or acquiring property under the plan, for services or for costs and expenses in or in connection with the
case, or in connection with the plan and incident to the case, has been approved by, or is subject to the
approval of, the court as reasonable.

(5)(A) (i) The proponent of the plan has disclosed the identity and affiliations of any individual proposed
to serve, after confirmation of the plan, as a director, officer, or voting trustee of the debtor, an affiliate
of the debtor participating in a joint plan with the debtor, or a successor to the debtor under the plan;
and

(ii)the appointment to, or continuance in, such office of such individual, is consistent with the
interests of creditors and equity security holders and with public policy; and

(B)the proponent of the plan has disclosed the identity of any insider that will be employed or
retained by the reorganized debtor, and the nature of any compensation for such insider.

(6)Any governmental regulatory commission with jurisdiction, after confirmation of the plan, over the
rates of the debtor has approved any rate change provided for in the plan, or such rate change is
expressly conditioned on such approval.

7)With respect to each impaired class of claims or interests--
p p
(A)each holder of a claim or interest of such class--
(iYhas accepted the plan; or

(in)will receive or retain under the plan on account of such claim or interest property of a value,
as of the effective date of the plan, that is not less than the amount that such holder would so
receive or retain if the debtor were liquidated under chapter 7 of this title [L11 USCS 88 701 et
seq.] on such date; or
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(B)if section 1111(b)(2) of this title [11 USCS & 1111(b)(2)] applies to the claims of such class, each
holder of a claim of such class will receive or retain under the plan an account of such claim
property of a value, as of the effective date of the plan, that is not less than the value of such
holder's interest in the estate's interest in the property that secures such claims.

(8)With respect to each class of claims or interests--
(A)such class has accepted the plan; or
(B)such class is not impaired under the plan.

(9)Except to the extent that the holder of a particular claim has agreed to a different treatment of such
claim, the plan provides that--

(A)with respect to a claim of a kind specified in section 507(a)(2) or 507(a)(3) of this title [11 USCS
§ 507(a)(2) or 507(a)(3)], on the effective date of the plan, the holder of such claim will receive on
account of such claim cash equal to the allowed amount of such claim;

(B)with respect to a class of claims of a kind specified in section 507(a)(1), 507(a)(4), 507(a)(5),
507(a)(6), or 507(a)(7) of this title [11 USCS § 507(a)(1), 507(a)(4), 507(a)(5), 507(a)(6), or
507(a)(7)], each holder of a claim of such class will receive--

()if such class has accepted the plan, deferred cash payments of a value, as of the effective
date of the plan, equal to the allowed amount of such claim; or

(iMif such class has not accepted the plan, cash on the effective date of the plan equal to the
allowed amount of such claim;

(C)with respect to a claim of a kind specified in section 507(a)(8) of this title [11 USCS § 507(a)(8)],
the holder of such claim will receive on account of such claim regular installment payments in cash-

(i)of a total value, as of the effective date of the plan, equal to the allowed amount of such
claim;

(iNover a period ending not later than 5 years after the date of the order for relief under section
301, 302, or 303 [11 USCS § 301, 302, or 303]; and

(iif)in a manner not less favorable than the most favored nonpriority unsecured claim provided
for by the plan (other than cash payments made to a class of creditors under section 1122(b)
[11 USCS § 1122(b)]); and

(D)with respect to a secured claim which would otherwise meet the description of an unsecured
claim of a governmental unit under section 507(a)(8) [11 USCS § 507(a)(8)], but for the secured
status of that claim, the holder of that claim will receive on account of that claim, cash payments, in
the same manner and over the same period, as prescribed in subparagraph (C).

(10)If a class of claims is impaired under the plan, at least one class of claims that is impaired under the
plan has accepted the plan, determined without including any acceptance of the plan by any insider.

(11)Confirmation of the plan is not likely to be followed by the liquidation, or the need for further
financial reorganization, of the debtor or any successor to the debtor under the plan, unless such
liquidation or reorganization is proposed in the plan.

(12)All fees payable under section 1930 of title 28, as determined by the court at the hearing on
confirmation of the plan, have been paid or the plan provides for the payment of all such fees on the
effective date of the plan.

(13)The plan provides for the continuation after its effective date of payment of all retiree benefits, as
that term is defined in section 1114 of this title [11 USCS § 1114], at the level established pursuant to
subsection (e)(1)(B) or (g) of section 1114 of this title [11 USCS § 1114], at any time prior to
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confirmation of the plan, for the duration of the period the debtor has obligated itself to provide such
benefits.

(14)If the debtor is required by a judicial or administrative order, or by statute, to pay a domestic
support obligation, the debtor has paid all amounts payable under such order or such statute for such
obligation that first become payable after the date of the filing of the petition.

(15)In a case in which the debtor is an individual and in which the holder of an allowed unsecured claim
objects to the confirmation of the plan--

(A)the value, as of the effective date of the plan, of the property to be distributed under the plan on
account of such claim is not less than the amount of such claim; or

(B)the value of the property to be distributed under the plan is not less than the projected
disposable income of the debtor (as defined in section 1325(b)(2) [11 USCS § 1325(b)(2)]) to be
received during the 5-year period beginning on the date that the first payment is due under the
plan, or during the period for which the plan provides payments, whichever is longer.

(16)All transfers of property under the plan shall be made in accordance with any applicable provisions
of nonbankruptcy law that govern the transfer of property by a corporation or trust that is not a
moneyed, business, or commercial corporation or trust.

(2)Notwithstanding section 510(a) of this title [11 USCS § 510(a)], if all of the applicable requirements
of subsection (a) of this section other than paragraph (8) are met with respect to a plan, the court, on
request of the proponent of the plan, shall confirm the plan notwithstanding the requirements of such
paragraph if the plan does not discriminate unfairly, and is fair and equitable, with respect to each class
of claims or interests that is impaired under, and has not accepted, the plan.

(2)For the purpose of this subsection, the condition that a plan be fair and equitable with respect to a
class includes the following requirements:

(A)With respect to a class of secured claims, the plan provides--
(i)
(Dthat the holders of such claims retain the liens securing such claims, whether the

property subject to such liens is retained by the debtor or transferred to another entity, to
the extent of the allowed amount of such claims; and

(Inthat each holder of a claim of such class receive on account of such claim deferred cash
payments totaling at least the allowed amount of such claim, of a value, as of the effective
date of the plan, of at least the value of such holder's interest in the estate's interest in such

property;
(in)for the sale, subject to section 363(k) of this title [11 USCS § 363(k)], of any property that is
subject to the liens securing such claims, free and clear of such liens, with such liens to attach

to the proceeds of such sale, and the treatment of such liens on proceeds under clause (i) or
(iii) of this subparagraph; or

(iii)for the realization by such holders of the indubitable equivalent of such claims.
(B)With respect to a class of unsecured claims--

(i)the plan provides that each holder of a claim of such class receive or retain on account of
such claim property of a value, as of the effective date of the plan, equal to the allowed amount
of such claim; or

(inthe holder of any claim or interest that is junior to the claims of such class will not receive or
retain under the plan on account of such junior claim or interest any property, except that in a
case in which the debtor is an individual, the debtor may retain property included in the estate
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under section 1115 [11 USCS § 1115], subject to the requirements of subsection (a)(14) of this
section.

(C)With respect to a class of interests--

()the plan provides that each holder of an interest of such class receive or retain on account of
such interest property of a value, as of the effective date of the plan, equal to the greatest of
the allowed amount of any fixed liquidation preference to which such holder is entitled, any
fixed redemption price to which such holder is entitled, or the value of such interest; or

(in)the holder of any interest that is junior to the interests of such class will not receive or retain
under the plan on account of such junior interest any property.

(c)Notwithstanding subsections (a) and (b) of this section and except as provided in section 1127(b) of this title
[11 USCS § 1127(b)], the court may confirm only one plan, unless the order of confirmation in the case has
been revoked under section 1144 of this title [11 USCS § 1144]. If the requirements of subsections (a) and (b)
of this section are met with respect to more than one plan, the court shall consider the preferences of creditors
and equity security holders in determining which plan to confirm.

(d)Notwithstanding any other provision of this section, on request of a party in interest that is a governmental
unit, the court may not confirm a plan if the principal purpose of the plan is the avoidance of taxes or the
avoidance of the application of section 5 of the Securities Act of 1933 [15 USCS § 77e]. In any hearing under
this subsection, the governmental unit has the burden of proof on the issue of avoidance.

(e)In a small business case, the court shall confirm a plan that complies with the applicable provisions of this
title and that is filed in accordance with section 1121(e) [11 USCS § 1121(e)] not later than 45 days after the
plan is filed unless the time for confirmation is extended in accordance with section 1121(e)(3) [11 USCS §

1121(e)(3)].

History

(Nov. 6, 1978,P.L. 95-598, Title I, § 101, 92 Stat. 2635; July 10, 1984, P.L. 98-353, Title Ill, Subtitle H, § 512, 98
Stat. 386; Oct. 27, 1986, P.L. 99-554, Title Il, Subtitle A, § 225, Subtitle C, § 283(v), 100 Stat. 3102, 3118; June 16,
1988, P.L. 100-334, § 2(b), 102 Stat. 613; Oct. 22, 1994, P.L. 103-394, Title 1ll, § 304(h)(7), Title V, § 501(d)(32),
108 Stat. 4134, 4146.)

(As amended April 20, 2005,P.L. 109-8, Title I, Subtitle B, § 213(1), Title lll, 8 321(c), Title IV, § 438, Title VII, §
710, Title XII, § 1221(b), Title XV, § 1502(a)(8), 119 Stat. 52, 95, 113, 127, 196, 216; Dec. 22, 2010, P.L. 111-327,
§ 2(a)(35), 124 Stat. 3561.)

Prior law and revision:

House Judiciary Report

Subsection (a) enumerates the requirement governing confirmation of a plan. The court is required to confirm a
plan if and only if all of the requirements are met.

Paragraph (1) requires that the plan comply with the applicable provisions of chapter 11, such as section 1122
and 1123, governing classification and contents of plan.

Paragraph (2) requires that the proponent of the plan comply with the applicable provisions of chapter 11, such as
section 1125 regarding disclosure.

Paragraph (3) requires that the proponent have proposed the plan in good faith, and not by any means forbidden
by law.

Paragraph (4) is derived from section 221 of present law. It requires that any payment made or promised by the
proponent, the debtor, or person issuing securities or acquiring property under the plan, for services or for costs and
expenses in, or in connection with, the case, or in connection with the plan and incident to the case, be disclosed to
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE C. EMPLOYMENT TAXES AND COLLECTION OF INCOME TAX > CHAPTER 21.
FEDERAL INSURANCE CONTRIBUTIONS ACT > SUBCHAPTER A. TAX ON EMPLOYEES

§ 3102. Deduction of tax from wages.

(a)Requirement. The tax imposed by section 3101 [26 USCS § 3101] shall be collected by the employer of the
taxpayer, by deducting the amount of the tax from the wages as and when paid. An employer who in any
calendar year pays to an employee cash remuneration to which paragraph (7)(B) of section 3121(a) [26 USCS
§ 3121(a)] is applicable may deduct an amount equivalent to such tax from any such payment of remuneration,
even though at the time of payment the total amount of such remuneration paid to the employee by the
employer in the calendar year is less than the applicable dollar threshold (as defined in section 3121(x) [26
USCS § 3121(x)]) for such year; and an employer who in any calendar year pays to an employee cash
remuneration to which paragraph (7)(C) or (10) of section 3121(a) [26 USCS § 3121(a)] is applicable may
deduct an amount equivalent to such tax from any such payments of remuneration, even though at the time of
payment the total amount of such remuneration paid to the employee by the employer in the calendar year is
less than $ 100; and an employer who in any calendar year pays to an employee cash remuneration to which
paragraph (8)(B) of section 3121(a) [26 USCS § 3121(a)] is applicable may deduct an amount equivalent to
such tax from any such payment of remuneration, even though at the time of payment the total amount of such
remuneration paid to the employee by the employer in the calendar year is less than $ 150; and an employer
who is furnished by an employee a written statement of tips (received in a calendar month) pursuant to section
6053(a) [26 USCS § 6053(a)] to which paragraph (12)(B) of section 3121(a) [26 USCS § 3121(a)] is applicable
may deduct an amount equivalent to such tax with respect to such tips from any wages of the employee
(exclusive of tips) under his control, even though at the time such statement is furnished the total amount of the
tips included in statements furnished to the employer as having been received by the employee in such
calendar month in the course of his employment by such employer is less than $ 20.

(b)Indemnification of employer. Every employer required so to deduct the tax shall be liable for the payment of
such tax, and shall be indemnified against the claims and demands of any person for the amount of any such
payment made by such employer.

(c)Special rule for tips.

(1)In the case of tips which constitute wages, subsection (a) shall be applicable only to such tips as are
included in a written statement furnished to the employer pursuant to section 6053(a) [26 USCS §
6053(a)], and only to the extent that collection can be made by the employer, at or after the time such
statement is so furnished and before the close of the 10th day following the calendar month (or, if
paragraph (3) applies, the 30th day following the year) in which the tips were deemed paid, by
deducting the amount of the tax from such wages of the employee (excluding tips, but including funds
turned over by the employee to the employer pursuant to paragraph (2)) as are under control of the
employer.

(2)If the tax imposed by section 3101 [26 USCS § 3101], with respect to tips which are included in
written statements furnished in any month to the employer pursuant to section 6053(a) [26 USCS §
6053(a)], exceeds the wages of the employee (excluding tips) from which the employer is required to
collect the tax under paragraph (1), the employee may furnish to the employer on or before the 10th
day of the following month (or, if paragraph (3) applies, on or before the 30th day of the following year)
an amount of money equal to the amount of the excess.
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(3)The Secretary may, under regulations prescribed by him, authorize employers--

(A)to estimate the amount of tips that will be reported by the employee pursuant to section 6053(a)
[26 USCS § 6053(a)] in any calendar year,

(B)to determine the amount to be deducted upon each payment of wages (exclusive of tips) during
such year as if the tips so estimated constituted the actual tips so reported, and

(C)to deduct upon any payment of wages (other than tips, but including funds turned over by the
employee to the employer pursuant to paragraph (2)) to such employee during such year (and
within 30 days thereafter) such amount as may be necessary to adjust the amount actually
deducted upon such wages of the employee during the year to the amount required to be deducted
in respect of tips included in written statements furnished to the employer during the year.

(4)If the tax imposed by section 3101 [26 USCS § 3101] with respect to tips which constitute wages
exceeds the portion of such tax which can be collected by the employer from the wages of the
employee pursuant to paragraph (1) or paragraph (3), such excess shall be paid by the employee.

(d)Special rule for certain taxable group-term life insurance benefits.

(1)In general. In the case of any payment for group-term life insurance to which this subsection
applies--

(A)subsection (a) shall not apply,

(B)the employer shall separately include on the statement required under section 6051 [26 USCS §

6051]--

(i)the portion of the wages which consists of payments for group-term life insurance to which
this subsection applies, and

(ithe amount of the tax imposed by section 3101 [26 USCS § 3101] on such payments, and

(C)the tax imposed by section 3101 [26 USCS § 3101] on such payments shall be paid by the
employee.

(2)Benefits to which subsection applies. This subsection shall apply to any payment for group-term life
insurance to the extent--

(A)such payment constitutes wages, and

(B)such payment is for coverage for periods during which an employment relationship no longer
exists between the employee and the employer.

(e)Special rule for certain transferred Federal employees. In the case of any payments of wages for service
performed in the employ of an international organization pursuant to a transfer to which the provisions of
section 3121(y) [26 USCS § 3121(y)] are applicable--

(1)subsection (a) shall not apply,

(2)the head of the Federal agency from which the transfer was made shall separately include on the
statement required under section 6051 [26 USCS § 6051]--

(A)the amount determined to be the amount of the wages for such service, and
(B)the amount of the tax imposed by section 3101 [26 USCS § 3101] on such payments, and

(3)the tax imposed by section 3101 [26 USCS § 3101] on such payments shall be paid by the
employee.

(f)Special rules for additional tax.

(1)In general. In the case of any tax imposed by section 3101(b)(2) [26 USCS § 3101(b)(2)], subsection
(a) shall only apply to the extent to which the taxpayer receives wages from the employer in excess of $
200,000, and the employer may disregard the amount of wages received by such taxpayer's spouse.
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(2)Collection of amounts not withheld. To the extent that the amount of any tax imposed by section
3101(b)(2) [26 USCS § 3101(b)(2)] is not collected by the employer, such tax shall be paid by the
employee.

(3)Tax paid by recipient. If an employer, in violation of this chapter, fails to deduct and withhold the tax
imposed by section 3101(b)(2) [26 USCS § 3101(b)(2)] and thereafter the tax is paid by the employee,
the tax so required to be deducted and withheld shall not be collected from the employer, but this
paragraph shall in no case relieve the employer from liability for any penalties or additions to tax
otherwise applicable in respect of such failure to deduct and withhold.

History

(Aug. 16, 1954, ch 736, 68A Stat. 415; Sept. 1, 1954, ch 1206, Title I, § 205A,68 Stat. 1093; Aug. 1, 1956, ch
836, Title 11, § 201(h)(3), 70 Stat. 841; July 30, 1965, P.L. 89-97, Title Ill, 8 313(c)(1), (2), 79 Stat. 382, 383; Oct. 4,
1976, P.L. 94-455, Title XIX, 8 1906(b)(13)(A), 90 Stat. 1834; Dec. 20, 1977, P.L. 95-216, Title Ill, § 355(a), (b), 91
Stat. 1555; P.L. 101-508, Title V, § 5124(a), Nov. 5, 1990, 104 Stat. 1388-284; P.L. 103-296, Title IIl, § 319(a)(3),
Aug. 15, 1994, 108 Stat. 1534; P.L. 103-387, § 2(a)(1)(D), Oct. 22, 1994, 108 Stat. 4072; March 2, 2004, P.L. 108-
203, Title 1V, Subtitle C, § 424(b), 118 Stat. 536; March 23, 2010, P.L. 111-148, Title IX, Subtitle A, § 9015(a)(2),
124 Stat. 871.)

Annotations

Notes

Amendments:

In 2010, P.L. 111-148, Sec. 9015(a)(2) (applicable with respect to remuneration received, and taxable years
beginning, after 12/31/2012, as provided by Sec. 9015(c) of P.L. 111-148, which appears as 26 USCS § 164 note),
added subsec. (f).

In 2004 , P.L. 108-203, Sec. 424(b), amended subsec. (a) by deleting "and the employee has not performed
agricultural labor for the employer on 20 days or more in the calendar year for cash remuneration computed on a
time basis" following "$ 150"

In 1994, P.L. 103-387, Sec. 2(a)(1)(D) (applicable to remuneration paid after 12/31/93, as provided by § 2(a)(3)(A)
of such Act, which appears as a note to this section), in subsec. (a), substituted "calendar year" for "calendar
quarter" preceding "pays to an employee" and "is less than", and substituted "the applicable dollar threshold (as
defined in section 3121(x)) for such year" for "$ 50".

P.L. 103-296, Sec. 319(a)(3) (applicable with respect to service performed after the calendar quarter following the
calendar quarter in which enactment occurs, as provided by Sec. 319(c) of such Act, which appears as 26 USCS §
1402 note), added subsec. (e).

In 1990, P.L. 101-508, Sec. 5124(a), added subsec. (d), effective for coverage provided after 12/31/90.
In 1982, P.L. 97-248, Sec. 269(c)(3), of this Act is reproduced in note following Code Sec. 3401.

In 1978, P.L. 95-600, Sec. 530, provides the rules regarding individuals as employees for purposes of the
employment taxes. Sec. 530 of P.L. 95-600 is reproduced in the note following Code Sec. 3401.

In 1977, P.L. 95-216, Sec. 355(a), deleted "or (C) or (10)" after "paragraph (7)(B)" in subsec. (a), and added "and
an employer who in any calendar year pays to an employee cash remuneration to which paragraph (7)(C) or (1) of
section 3121(a) is applicable may deduct an amount equivalent to such tax from any such payment of

remuneration, even though at the time of payment the total amount of such remuneration paid to the employee by
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE C. EMPLOYMENT TAXES AND COLLECTION OF INCOME TAX > CHAPTER 24.
COLLECTION OF INCOME TAX AT SOURCE > SUBCHAPTER A. WITHHOLDING FROM WAGES

8 3402. Income tax collected at source.

(a)Requirement of withholding.

(1)In general. Except as otherwise provided in this section, every employer making payment of wages
shall deduct and withhold upon such wages a tax determined in accordance with tables or
computational procedures prescribed by the Secretary. Any tables or procedures prescribed under this
paragraph shall--

(A)apply with respect to the amount of wages paid during such periods as the Secretary may
prescribe, and

(B)be in such form, and provide for such amounts to be deducted and withheld, as the Secretary
determines to be most appropriate to carry out the purposes of this chapter [26 USCS 8§ 3401 et
seq.] and to reflect the provisions of chapter 1 [26 USCS 8§ 1 et seq.] applicable to such periods.

(2)Amount of wages. For purposes of applying tables or procedures prescribed under paragraph (1),
the term "the amount of wages" means the amount by which the wages exceed the taxpayer's
withholding allowance, prorated to the payroll period.

(b)Percentage method of withholding.

(D)If wages are paid with respect to a period which is not a payroll period, the withholding allowance
allowable with respect to each payment of such wages shall be the allowance allowed for a
miscellaneous payroll period containing a number of days (including Sundays and holidays) equal to
the number of days in the period with respect to which such wages are paid.

(2)In any case in which wages are paid by an employer without regard to any payroll period or other
period, the withholding allowance allowable with respect to each payment of such wages shall be the
allowance allowed for a miscellaneous payroll period containing a number of days equal to the number
of days (including Sundays and holidays) which have elapsed since the date of the last payment of
such wages by such employer during the calendar year, or the date of commencement of employment
with such employer during such year, or January 1 of such year, whichever is the later.

(3)In any case in which the period, or the time described in paragraph (2), in respect of any wages is
less than one week, the Secretary, under regulations prescribed by him, may authorize an employer to
compute the tax to be deducted and withheld as if the aggregate of the wages paid to the employee
during the calendar week were paid for a weekly payroll period.

(4)In determining the amount to be deducted and withheld under this subsection, the wages may, at the
election of the employer, be computed to the nearest dollar.

(c)Wage bracket withholding.

(1)At the election of the employer with respect to any employee, the employer shall deduct and
withhold upon the wages paid to such employee a tax (in lieu of the tax required to be deducted and
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withheld under subsection (a)) determined in accordance with tables prescribed by the Secretary in
accordance with paragraph (6).

(2)If wages are paid with respect to a period which is not a payroll period, the amount to be deducted
and withheld shall be that applicable in the case of a miscellaneous payroll period containing a number
of days (including Sundays and holidays) equal to the number of days in the period with respect to
which such wages are paid.

(3)In any case in which wages are paid by an employer without regard to any payroll period or other
period, the amount to be deducted and withheld shall be that applicable in the case of a miscellaneous
payroll period containing a number of days equal to the number of days (including Sundays and
holidays) which have elapsed since the date of the last payment of such wages by such employer
during the calendar year, or the date of commencement of employment with such employer during such
year, or January 1 of such year, whichever is the later.

(4)In any case in which the period, or the time described in paragraph (3), in respect of any wages is
less than one week, the Secretary, under regulations prescribed by him, may authorize an employer to
determine the amount to be deducted and withheld under the tables applicable in the case of a weekly
payroll period, in which case the aggregate of the wages paid to the employee during the calendar
week shall be considered the weekly wages.

(5)If the wages exceed the highest wage bracket, in determining the amount to be deducted and
withheld under this subsection, the wages may, at the election of the employer, be computed to the
nearest dollar.

(6)In the case of wages paid after December 31, 1969, the amount deducted and withheld under
paragraph (1) shall be determined in accordance with tables prescribed by the Secretary. In the tables
so prescribed, the amounts set forth as amounts of wages and amounts of income tax to be deducted
and withheld shall be computed on the basis of table for an annual payroll period prescribed pursuant
to subsection (a).

(d)Tax paid by recipient. If the employer, in violation of the provisions of this chapter [26 USCS 88 3401 et
seq.], fails to deduct and withhold the tax under this chapter [26 USCS 88 3401 et seq.], and thereafter the tax
against which such tax may be credited is paid, the tax so required to be deducted and withheld shall not be
collected from the employer; but this subsection shall in no case relieve the employer from liability for any
penalties or additions to the tax otherwise applicable in respect of such failure to deduct and withhold.

(e)Included and excluded wages. If the remuneration paid by an employer to an employee for services
performed during one-half or more of any payroll period of not more than 31 consecutive days constitutes
wages, all the remuneration paid by such employer to such employee for such period shall be deemed to be
wages; but if the remuneration paid by an employer to an employee for services performed during more than
one-half of any such payroll period does not constitute wages, then none of the remuneration paid by such
employer to such employee for such period shall be deemed to be wages.

(fWithholding allowance.

(1)In general. Under rules determined by the Secretary, an employee receiving wages shall on any day
be entitled to a withholding allowance determined based on--

(A)whether the employee is an individual for whom a deduction is allowable with respect to another
taxpayer under section 151 [26 USCS § 151];

(B)if the employee is married, whether the employee's spouse is entitled to an allowance, or would
be so entitled if such spouse were an employee receiving wages, under subparagraph (A) or (D),
but only if such spouse does not have in effect a withholding allowance certificate claiming such
allowance;

(C)the number of individuals with respect to whom, on the basis of facts existing at the beginning of
such day, there may reasonably be expected to be allowable a credit under section 24(a) [26
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USCS § 24(a)] for the taxable year under subtitle A [26 USCS 88 1 et seq.] in respect of which
amounts deducted and withheld under this chapter [26 USCS 88 3401 et seq.] in the calendar year
in which such day falls are allowed as a credit;

(D)any additional amounts to which the employee elects to take into account under subsection (m),
but only if the employee's spouse does not have in effect a withholding allowance certificate making
such an election;

(E)the standard deduction allowable to such employee (one-half of such standard deduction in the
case of an employee who is married (as determined under section 7703 [26 USCS § 7703]) and
whose spouse is an employee receiving wages subject to withholding); and

(F)whether the employee has withholding allowance certificates in effect with respect to more than
1 employer.

(2)Allowance certificates.

(A)On commencement of employment. On or before the date of the commencement of
employment with an employer, the employee shall furnish the employer with a signed withholding
allowance certificate relating to the withholding allowance claimed by the employee, which shall in
no event exceed the amount to which the employee is entitled.

(B)Change of status. If, on any day during the calendar year, an employee's withholding allowance
is in excess of the withholding allowance to which the employee would be entitled had the
employee submitted a true and accurate withholding allowance certificate to the employer on that
day, the employee shall within 10 days thereafter furnish the employer with a new withholding
allowance certificate. If, on any day during the calendar year, an employee's withholding allowance
is greater than the withholding allowance claimed, the employee may furnish the employer with a
new withholding allowance certificate relating to the withholding allowance to which the employee is
so entitled, which shall in no event exceed the amount to which the employee is entitled on such
day.

(C)Change of status which affects next calendar year. If on any day during the calendar year the
withholding allowance to which the employee will be, or may reasonably be expected to be, entitled
at the beginning of the employee's next taxable year under subtitle A is different from the allowance
to which the employee is entitled on such day, the employee shall, in such cases and at such times
as the Secretary shall by regulations prescribe, furnish the employer with a withholding allowance
certificate relating to the withholding allowance which the employee claims with respect to such
next taxable year, which shall in no event exceed the withholding allowance to which the employee
will be, or may reasonably be expected to be, so entitled.

(3)When certificate takes effect.

(A)First certificate furnished. A withholding allowance certificate furnished the employer in cases in
which no previous such certificate is in effect shall take effect as of the beginning of the first payroll
period ending, or the first payment of wages made without regard to a payroll period, on or after the
date on which such certificate is so furnished.

(B)Furnished to take place of existing certificate.

(i)In general. Except as provided in clauses (ii) and (iii), a withholding allowance certificate
furnished to the employer in cases in which a previous such certificate is in effect shall take
effect as of the beginning of the 1st payroll period ending (or the 1st payment of wages made
without regard to a payroll period) on or after the 30th day after the day on which such
certificate is so furnished.

(in)Employer may elect earlier effective date. At the election of the employer, a certificate
described in clause (i) may be made effective beginning with any payment of wages made on
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or after the day on which the certificate is so furnished and before the 30th day referred to in
clause (i).

(iif)Change of status which affects next year. Any certificate furnished pursuant to paragraph
(2)(C) shall not take effect, and may not be made effective, with respect to any payment of
wages made in the calendar year in which the certificate is furnished.

(4)Period during which certificate remains in effect. A withholding allowance certificate which takes
effect under this subsection, or which on December 31, 1954, was in effect under the corresponding
subsection of prior law, shall continue in effect with respect to the employer until another such
certificate takes effect under this subsection.

(5)Form and contents of certificate. Withholding allowance certificates shall be in such form and
contain such information as the Secretary may by regulations prescribe.

(6)Exemption of certain nonresident aliens. Notwithstanding the provisions of paragraph (1), a
nonresident alien individual (other than an individual described in section 3401(a)(6)(A) or (B) [26
USCS § 3401(a)(6)(A) or (B)]) shall be entitled to only one withholding exemption.

(7)Allowance where certificate with another employer is in effect. If a withholding allowance certificate
is in effect with respect to one employer, an employee shall not be entitled under a certificate in effect
with any other employer to any withholding allowance which he has claimed under such first certificate.

(g)Overlapping pay periods, and payment by agent or fiduciary. If a payment of wages is made to an employee
by an employer--

(1)with respect to a payroll period or other period, any part of which is included in a payroll period or
other period with respect to which wages are also paid to such employee by such employer, or

(2)without regard to any payroll period or other period, but on or prior to the expiration of a payroll
period or other period with respect to which wages are also paid to such employee by such employer,
or

(3)with respect to a period beginning in one and ending in another calendar year, or

(4)through an agent, fiduciary, or other person who also has the control, receipt, custody, or disposal
of, or pays, the wages payable by another employer to such employee,

the manner of withholding and the amount to be deducted and withheld under this chapter [26 USCS
88 3401 et seq.] shall be determined in accordance with regulations prescribed by the Secretary under
which the withholding allowance allowed to the employee in any calendar year shall approximate the
withholding allowance allowable with respect to an annual payroll period.

(h)Alternative methods of computing amount to be withheld. The Secretary may, under regulations prescribed
by him, authorize--

(1)Withholding on basis of average wages. An employer--
(A)to estimate the wages which will be paid to any employee in any quarter of the calendar year,

(B)to determine the amount to be deducted and withheld upon each payment of wages to such
employee during such quarter as if the appropriate average of the wages so estimated constituted
the actual wages paid, and

(C)to deduct and withhold upon any payment of wages to such employee during such quarter (and,
in the case of tips referred to in subsection (k), within 30 days thereafter) such amount as may be
necessary to adjust the amount actually deducted and withheld upon the wages of such employee
during such quarter to the amount required to be deducted and withheld during such quarter
without regard to this subsection.

(2)Withholding on basis of annualized wages. An employer to determine the amount of tax to be
deducted and withheld upon a payment of wages to an employee for a payroll period by--
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(A)multiplying the amount of an employee's wages for a payroll period by the number of such
payroll periods in the calendar year,

(B)determining the amount of tax which would be required to be deducted and withheld upon the
amount determined under subparagraph (A) if such amount constituted the actual wages for the
calendar year and the payroll period of the employee were an annual payroll period, and

(C)dividing the amount of tax determined under subparagraph (B) by the number of payroll periods
(described in subparagraph (A)) in the calendar year.

(3)Withholding on basis of cumulative wages. An employer, in the case of any employee who requests
to have the amount of tax to be withheld from his wages computed on the basis of his cumulative
wages, to--

(A)add the amount of the wages to be paid to the employee for the payroll period to the total
amount of wages paid by the employer to the employee during the calendar year,

(B)divide the aggregate amount of wages computed under subparagraph (A) by the number of
payroll periods to which such aggregate amount of wages relates,

(C)compute the total amount of tax that would have been required to be deducted and withheld
under subsection (a) if the average amount of wages (as computed under subparagraph (B)) had
been paid to the employee for the number of payroll periods to which the aggregate amount of
wages (computed under subparagraph (A)) relates,

(D)determine the excess, if any, of the amount of tax computed under subparagraph (C) over the
total amount of tax deducted and withheld by the employer from wages paid to the employee during
the calendar year, and

(E)deduct and withhold upon the payment of wages (referred to in subparagraph (A)) to the
employee an amount equal to the excess (if any) computed under subparagraph (D).

(4)Other methods. An employer to determine the amount of tax to be deducted and withheld upon the
wages paid to an employee by any other method which will require the employer to deduct and
withhold upon such wages substantially the same amount as would be required to be deducted and
withheld by applying subsection (a) or (c), either with respect to a payroll period or with respect to the
entire taxable year.

(i Changes in withholding.

(D)In general. The Secretary may by regulations provide for increases in the amount of withholding
otherwise required under this section in cases where the employee requests such changes.

(2)Treatment as tax. Any increased withholding under paragraph (1) shall for all purposes be
considered tax required to be deducted and withheld under this chapter [26 USCS 8§ 3401 et seq.].

(j)Noncash remuneration to retail commission salesman. In the case of remuneration paid in any medium other
than cash for services performed by an individual as a retail salesman for a person, where the service
performed by such individual for such person is ordinarily performed for remuneration solely by way of cash
commission an employer shall not be required to deduct or withhold any tax under this subchapter [26 USCS
88 3401 et seq.] with respect to such remuneration, provided that such employer files with the Secretary such
information with respect to such remuneration as the Secretary may by regulation prescribe.

(K)Tips. In the case of tips which constitute wages, subsection (a) shall be applicable only to such tips as are
included in a written statement furnished to the employer pursuant to section 6053(a) [26 USCS § 6053(a)], and
only to the extent that the tax can be deducted and withheld by the employer, at or after the time such
statement is so furnished and before the close of the calendar year in which such statement is furnished, from
such wages of the employee (excluding tips, but including funds turned over by the employee to the employer
for the purpose of such deduction and withholding) as are under the control of the employer; and an employer
who is furnished by an employee a written statement of tips (received in a calendar month) pursuant to section
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6053(a) [26 USCS & 6053(a)] to which paragraph (16)(B) of section 3401(a) [26 USCS § 3401(a)] is applicable
may deduct and withhold the tax with respect to such tips from any wages of the employee (excluding tips)
under his control, even though at the time such statement is furnished the total amount of the tips included in
statements furnished to the employer as having been received by the employee in such calendar month in the
course of his employment by such employer is less than $ 20. Such tax shall not at any time be deducted and
withheld in an amount which exceeds the aggregate of such wages and funds (including funds turned over
under section 3102(c)(2) [26 USCS § 3102(c)(2)] or section 3202(c)(2) [26 USCS § 3202(c)(2)]) minus any tax
required by section 3102(a) [26 USCS § 3102(a)] or section 3202(a) [26 USCS § 3202(a)] to be collected from
such wages and funds.

(Determination and disclosure of marital status.

(1)Determination of status by employer. For purposes of applying the tables in subsections (a) and (c)
to a payment of wages, the employer shall treat the employee as a single person unless there is in
effect with respect to such payment of wages a withholding allowance certificate furnished to the
employer by the employee after the date of the enactment of this subsection [enacted March 15, 1966]
indicating that the employee is married.

(2)Disclosure of status by employee. An employee shall be entitled to furnish the employer with a
withholding allowance certificate indicating he is married only if, on the day of such furnishing, he is
married (determined with the application of the rules in paragraph (3)). An employee whose marital
status changes from married to single shall, at such time as the Secretary may by regulations
prescribe, furnish the employer with a new withholding allowance certificate.

(3)Determination of marital status. For purposes of paragraph (2), an employee shall on any day be
considered--

(A)as not married, if (i) he is legally separated from his spouse under a decree of divorce or
separate maintenance, or (ii) either he or his spouse is, or on any preceding day within the
calendar year was, a nonresident alien; or

(B)as married, if (i) his spouse (other than a spouse referred to in subparagraph (A)) died within the
portion of his taxable year which precedes such day, or (ii) his spouse died during one of the two
taxable years immediately preceding the current taxable year and, on the basis of facts existing at
the beginning of such day, the employee reasonably expects, at the close of his taxable year, to be
a surviving spouse (as defined in section 2(a)).

(m)Withholding allowances. Under regulations prescribed by the Secretary, an employee shall be entitled to an
additional withholding allowance or additional reductions in withholding under this subsection. In determining
the additional withholding allowance or the amount of additional reductions in withholding under this subsection,
the employee may take into account (to the extent and in the manner provided by such regulations)--

(1)estimated itemized deductions allowable under chapter 1 [26 USCS 88§ 1 et seq.] and the estimated
deduction allowed under section 199A [26 USCS 8§ 199A] (other than the deductions referred to in
section 151 [26 USCS § 151] and other than the deductions required to be taken into account in
determining adjusted gross income under section 62(a) [26 USCS § 62(a)]),

(2)estimated tax credits allowable under chapter 1 [26 USCS 8§ 1 et seq.], and

(3)such additional deductions (including the additional standard deduction under section 63(c)(3) [26
USCS § 63(c)(3)] for the aged and blind) and other items as may be specified by the Secretary in
regulations.

(n)Employees incurring no income tax liability. Notwithstanding any other provision of this section, an employer
shall not be required to deduct and withhold any tax under this chapter [26 USCS 88 3401 et seq.] upon a
payment of wages to an employee if there is in effect with respect to such payment a withholding allowance
certificate (in such form and containing such other information as the Secretary may prescribe) furnished to the
employer by the employee certifying that the employee--
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(1D)incurred no liability for income tax imposed under subtitle A [26 USCS 88 1 et seq.] for his preceding
taxable year, and

(2)anticipates that he will incur no liability for income tax imposed under subtitle A [26 USCS 8§ 1 et
seq.] for his current taxable year.

The Secretary shall by regulations provide for the coordination of the provisions of this subsection with
the provisions of subsection (f).

(o)Extension of withholding to certain payments other than wages.

(1)General rule. For purposes of this chapter [26 USCS 88 3401 et seq.] (and so much of subtitle F [26
USCS 88 6001 et seq.] as relates to this chapter [26 USCS 88§ 3401 et seq.])--

(A)any supplemental unemployment compensation benefit paid to an individual,

(B)any payment of an annuity to an individual, if at the time the payment is made a request that
such annuity be subject to withholding under this chapter [26 USCS 88 3401 et seq.] is in effect,
and

(C)any payment to an individual of sick pay which does not constitute wages (determined without
regard to this subsection), if at the time the payment is made a request that such sick pay be
subject to withholding under this chapter [26 USCS 8§ 3401 et seq.] is in effect,shall be treated as
if it were a payment of wages by an employer to an employee for a payroll period.

(2)Definitions.

(A)Supplemental unemployment compensation benefits. For purposes of paragraph (1), the term
"supplemental unemployment compensation benefits" means amounts which are paid to an
employee, pursuant to a plan to which the employer is a party, because of an employee's
involuntary separation from employment (whether or not such separation is temporary), resulting
directly from a reduction in force, the discontinuance of a plant or operation, or other similar
conditions, but only to the extent such benefits are includible in the employee's gross income.

(B)Annuity. For purposes of this subsection, the term "annuity" means any amount paid to an
individual as a pension or annuity.

(C)Sick pay. For purposes of this subsection, the term "sick pay" means any amount which--
()is paid to an employee pursuant to a plan to which the employer is a party, and

(if)constitutes remuneration or a payment in lieu of remuneration for any period during which
the employee is temporarily absent from work on account of sickness or personal injuries.

(3)Amount withheld from annuity payments or sick pay. If a payee makes a request that an annuity or
any sick pay be subject to withholding under this chapter [26 USCS 88 3401 et seq.], the amount to be
deducted and withheld under this chapter [26 USCS 88 3401 et seq.] from any payment to which such
request applies shall be an amount (not less than a minimum amount determined under regulations
prescribed by the Secretary) specified by the payee in such request. The amount deducted and
withheld with respect to a payment which is greater or less than a full payment shall bear the same
relation to the specified amount as such payment bears to a full payment.

(4)Request for withholding. A request that an annuity or any sick pay be subject to withholding under
this chapter [26 USCS 88 3401 et seq.]--

(A)shall be made by the payee in writing to the person making the payments and shall contain the
social security number of the payee,

(B)shall specify the amount to be deducted and withheld from each full payment, and

(C)shall take effect--
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()in the case of sick pay, with respect to payments made more than 7 days after the date on
which such request is furnished to the payor, or

(iN)in the case of an annuity, at such time (after the date on which such request is furnished to
the payor) as the Secretary shall by regulations prescribe.Such a request may be changed or
terminated by furnishing to the person making the payments a written statement of change or
termination which shall take effect in the same manner as provided in subparagraph (C). At the
election of the payor, any such request (or statement of change or revocation) may take effect
earlier than as provided in subparagraph (C).

(5)Special rule for sick pay paid pursuant to certain collective-bargaining agreements. In the case of
any sick pay paid pursuant to a collective-bargaining agreement between employee representatives
and one or more employers which contains a provision specifying that this paragraph is to apply to sick
pay paid pursuant to such agreement and contains a provision for determining the amount to be
deducted and withheld from each payment of such sick pay--

(A)the requirement of paragraph (1)(C) that a request for withholding be in effect shall not apply,
and

(B)except as provided in subsection (n), the amounts to be deducted and withheld under this
chapter [26 USCS 88§ 3401 et seq.] shall be determined in accordance with such agreement.The
preceding sentence shall not apply with respect to sick pay paid pursuant to any agreement to any
individual unless the social security number of such individual is furnished to the payor and the
payor is furnished with such information as is necessary to determine whether the payment is
pursuant to the agreement and to determine the amount to be deducted and withheld.

(6)Coordination with withholding on designated distributions under section 3405. This subsection shall
not apply to any amount which is a designated distribution (within the meaning of section 3405(e)(1) [26
USCS § 3405(e)(1)]).

(p)Voluntary withholding agreements.
(1)Certain federal payments.

(A)In general. If, at the time a specified Federal payment is made to any person, a request by such
person is in effect that such payment be subject to withholding under this chapter [26 USCS 8§
3401 et seq.], then for purposes of this chapter [26 USCS 88 3401 et seq.] and so much of subtitle
F [26 USCS 88 6001 et seq.] as relates to this chapter [26 USCS 88§ 3401 et seq.], such payment
shall be treated as if it were a payment of wages by an employer to an employee.

(B)Amount withheld. The amount to be deducted and withheld under this chapter [26 USCS 88
3401 et seq.] from any payment to which any request under subparagraph (A) applies shall be an
amount equal to the percentage of such payment specified in such request. Such a request shall
apply to any payment only if the percentage specified is 7 percent, any percentage applicable to
any of the 3 lowest income brackets in the table under section 1(c), or such other percentage as is
permitted under regulations prescribed by the Secretary.

(C)Specified federal payments. For purposes of this paragraph, the term "specified Federal
payment" means--

(any payment of a social security benefit (as defined in section 86(d) [26 USCS § 86(d)]),

(inany payment referred to in the second sentence of section 451(d) [26 USCS § 451(d)] which
is treated as insurance proceeds,

(iiNany amount which is includible in gross income under section 77(a) [26 USCS & 77(a)], and

(iv)any other payment made pursuant to Federal law which is specified by the Secretary for
purposes of this paragraph.
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(D)Requests for withholding. Rules similar to the rules that apply to annuities under subsection
(0)(4) shall apply to requests under this paragraph and paragraph (2).

(2)Voluntary withholding on unemployment benefits. If, at the time a payment of unemployment
compensation (as defined in section 85(b) [26 USCS & 85(b)]) is made to any person, a request by
such person is in effect that such payment be subject to withholding under this chapter [26 USCS 88
3401 et seq.], then for purposes of this chapter [26 USCS 88 3401 et seq.] and so much of subtitle F
[26 USCS 88 6001 et seq.] as relates to this chapter [26 USCS 88 3401 et seq.], such payment shall be
treated as if it were a payment of wages by an employer to an employee. The amount to be deducted
and withheld under this chapter [26 USCS 88 3401 et seq.] from any payment to which any request
under this paragraph applies shall be an amount equal to 10 percent of such payment.

(3)Authority for other voluntary withholding. The Secretary is authorized by regulations to provide for
withholding--

(A)from remuneration for services performed by an employee for the employee's employer which
(without regard to this paragraph) does not constitute wages, and

(B)from any other type of payment with respect to which the Secretary finds that withholding would
be appropriate under the provisions of this chapter [26 USCS 88 3401 et seq.],if the employer and
employee, or the person making and the person receiving such other type of payment, agree to
such withholding. Such agreement shall be in such form and manner as the Secretary may by
regulations prescribe. For purposes of this chapter [26 USCS 88 3401 et seq.] (and so much of
subtitle F [26 USCS 88 6001 et seq.] as relates to this chapter [26 USCS 88 3401 et seq.]),
remuneration or other payments with respect to which such agreement is made shall be treated as
if they were wages paid by an employer to an employee to the extent that such remuneration is
paid or other payments are made during the period for which the agreement is in effect.

(q)Extension of withholding to certain gambling winnings.

(1)General rule. Every person, including the Government of the United States, a State, or a political
subdivision thereof, or any instrumentalities of the foregoing, making any payment of winnings which
are subject to withholding shall deduct and withhold from such payment a tax in an amount equal to the
product of the third lowest rate of tax applicable under section 1(c) and such payment.

(2)Exemption where tax otherwise withheld. In the case of any payment of winnings which are subject
to withholding made to a nonresident alien individual or a foreign corporation, the tax imposed under
paragraph (1) shall not apply to any such payment subject to tax under section 1441(a) [26 USCS §
1441(a)] (relating to withholding on nonresident aliens) or tax under section 1442(a) [26 USCS §
1442(a)] (relating to withholding on foreign corporations).

(3)Winnings which are subject to withholding. For purposes of this subsection, the term "winnings
which are subject to withholding" means proceeds from a wager determined in accordance with the
following:

(A)In general. Except as provided in subparagraphs (B) and (C), proceeds of more than $ 5,000
from a wagering transaction, if the amount of such proceeds is at least 300 times as large as the
amount wagered.

(B)State-conducted lotteries. Proceeds of more than $ 5,000 from a wager placed in a lottery
conducted by an agency of a State acting under authority of State law, but only if such wager is
placed with the State agency conducting such lottery, or with its authorized employees or agents.

(C)Sweepstakes, wagering pools, certain parimutuel pools, jai alai, and lotteries. Proceeds of more
than $ 5,000 from--

(i)a wager placed in a sweepstakes, wagering pool, or lottery (other than a wager described in
subparagraph (B)), or
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(i)a wagering transaction in a parimutuel pool with respect to horse races, dog races, or jai alai
if the amount of such proceeds is at least 300 times as large as the amount wagered.

(4)Rules for determining proceeds from a wager. For purposes of this subsection--

(A)proceeds from a wager shall be determined by reducing the amount received by the amount of
the wager, and

(B)proceeds which are not money shall be taken into account at their fair market value.

(5)Exemption for bingo, keno, and slot machines. The tax imposed under paragraph (1) shall not apply
to winnings from a slot machine, keno, and bingo.

(6)Statement by recipient. Every person who is to receive a payment of winnings which are subject to
withholding shall furnish the person making such payment a statement, made under the penalties of
perjury, containing the name, address, and taxpayer identification number of the person receiving the
payment and of each person entitled to any portion of such payment.

(7)Coordination with other sections. For purposes of sections 3403 and 3404 [26 USCS §8§ 3403 and
3404] and for purposes of so much of subtitle F [26 USCS §§ 6001 et seq.] (except section 7205 [26
USCS 8§ 7205]) as relates to this chapter [26 USCS 8§ 3401 et seq.], payments to any person of
winnings which are subject to withholding shall be treated as if they were wages paid by an employer to
an employee.

(r)Extension of withholding to certain taxable payments of Indian casino profits.

(D)In general. Every person, including an Indian tribe, making a payment to a member of an Indian
tribe from the net revenues of any class Il or class Il gaming activity conducted or licensed by such
tribe shall deduct and withhold from such payment a tax in an amount equal to such payment's
proportionate share of the annualized tax.

(2)Exception. The tax imposed by paragraph (1) shall not apply to any payment to the extent that the
payment, when annualized, does not exceed an amount equal to the sum of--

(A)the basic standard deduction (as defined in section 63(c) [26 USCS § 63(c)]) for an individual to
whom section 63(c)(2)(C) [26 USCS 8§ 63(c)(2)(C)] applies, and

(B)the exemption amount (as defined in section 151(d) [26 USCS § 151(d)]).

(3)Annualized tax. For purposes of paragraph (1), the term "annualized tax" means, with respect to any
payment, the amount of tax which would be imposed by section 1(c) [26 USCS § 1(c)] (determined
without regard to any rate of tax in excess of the fourth lowest rate of tax applicable under section 1(c)
[26 USCS § 1(c)]) on an amount of taxable income equal to the excess of--

(A)the annualized amount of such payment, over
(B)the amount determined under paragraph (2).

(4)Classes of gaming activities, etc. For purposes of this subsection, terms used in paragraph (1)
which are defined in section 4 of the Indian Gaming Regulatory Act (25 U.S.C. 2701 et seq.), as in
effect on the date of the enactment of this subsection [enacted Dec. 8, 1994], shall have the respective
meanings given such terms by such section.

(5)Annualization. Payments shall be placed on an annualized basis under regulations prescribed by
the Secretary.

(6)Alternate withholding procedures. At the election of an Indian tribe, the tax imposed by this
subsection on any payment made by such tribe shall be determined in accordance with such tables or
computational procedures as may be specified in regulations prescribed by the Secretary (in lieu of in
accordance with paragraphs (2) and (3)).
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(7)Coordination with other sections. For purposes of this chapter [26 USCS 8§88 3401 et seq.] and so
much of subtitle F [26 USCS 88 6001 et seq.] as relates to this chapter [26 USCS 88 3401 et seq.],
payments to any person which are subject to withholding under this subsection shall be treated as if
they were wages paid by an employer to an employee.

(s)Exemption from withholding for any vehicle fringe benefit.

(1)Employer election not to withhold. The employer may elect not to deduct and withhold any tax under
this chapter [26 USCS 88 3401 et seq.] with respect to any vehicle fringe benefit provided to any
employee if such employee is notified by the employer of such election (at such time and in such
manner as the Secretary shall by regulations prescribe). The preceding sentence shall not apply to any
vehicle fringe benefit unless the amount of such benefit is included by the employer on a statement
timely furnished under section 6051 [26 USCS § 6051].

(2)Employer must furnish W-2. Any vehicle fringe benefit shall be treated as wages from which
amounts are required to be deducted and withheld under this chapter [26 USCS 88 3401 et seq.] for
purposes of section 6051 [26 USCS § 6051].

(3)Vehicle fringe benefit. For purposes of this subsection, the term "vehicle fringe benefit" means any
fringe benefit--

(A)which constitutes wages (as defined in section 3401 [26 USCS § 3401]), and
(B)which consists of providing a highway motor vehicle for the use of the employee.

(t)Rate of withholding for certain stock. In the case of any qualified stock (as defined in section 83(i)(2) [26
USCS 8§ 83(i)(2)]) with respect to which an election is made under section 83(i) [26 USCS § 83(i)]--

(D)the rate of tax under subsection (a) shall not be less than the maximum rate of tax in effect under
section 1 [26 USCS § 1], and

(2)such stock shall be treated for purposes of section 3501(b) [26 USCS § 3501(b)] in the same
manner as a non-cash fringe benefit.

History

(Aug. 16, 1954, ch 736, 68A Stat. 457; Aug. 9, 1955, ch 666, § 2,69 Stat. 605; Sept. 21, 1961, P.L. 87-256, §
110(g)(2), 75 Stat. 537; Feb. 26, 1964, P.L. 88-272, Title 11, § 302(a), (b), 78 Stat. 140; July 30, 1965, P.L. 89-97,
Title 111, 8 313(d)(3)-(5), 79 Stat. 384; Sept. 29, 1965, P.L. 89-212, § 2(c), 79 Stat. 859; March 15, 1966, P.L. 89-
368, Title I, 8 101(a)-(e)(3), 80 Stat. 38-61; June 28, 1968, P.L. 90-364, Title I, § 102(c), 82 Stat. 256; June 30,
1969, P.L. 91-36, § 2(a), 83 Stat. 42; Aug. 7, 1969, P.L. 91-53, 8§ 6(a), 83 Stat. 96; Dec. 30, 1969, P.L. 91-172, Title
VIII, § 805(a)-(e), (f)(1), (9), 83 Stat. 686, 704-708; Dec. 10, 1971, P.L. 92-178, Title Il, § 208(a), (b)(1), (c)-(h)(1),
85 Stat. 512-517; March 29, 1975, P.L. 94-12, Title II, 88 202(b), 205, 89 Stat. 29, 32; Dec. 23, 1975, P.L. 94-164,
88 2(b)(2), 5(a)(1), 89 Stat. 971, 975; June 30, 1976, P.L. 94-331, § 3(a)(1), 90 Stat. 782; Sept. 3, 1976, P.L. 94-
396, § 2(a)(1), 90 Stat. 1201; Sept. 17, 1976, P.L. 94-414, § 3(a)(1), 90 Stat. 1273; Oct. 4, 1976, P.L. 94-455, Title
IV, § 401(d), Title V, §8 502(b), 504(c)(3), Title XIl, § 1207(d), Title XIX, 88 1903(a)(17), 1906(b)(13)(A), 90 Stat.
1557, 1559, 1566, 1705, 1810, 1834; May 23, 1977, P.L. 95-30, Title I, § 105, Title IV, § 405(a), 91 Stat. 140, 156;
Nov. 6, 1978, P.L. 95-600, Title I, 88 101(e), 102(c), Title VI, 8 601(b)(2), 92 Stat. 2770, 2771, 2896; Dec. 24, 1980,
P.L. 96-601, § 4(a)-(d), 94 Stat. 3496, 3497; Aug. 13, 1981, P.L. 97-34, Title I, § 101(e), 95 Stat. 184; Sept. 3, 1982,
P.L. 97-248, Title Ill, 88 317(a), 334(d), 96 Stat. 607, 627; Aug. 5, 1983, P.L. 98-67, Title I, § 104(d)(3), 97 Stat.
380; May 24, 1985, P.L. 99-44, § 3, 99 Stat. 77; Oct. 22, 1986, P.L. 99-514, Title |, § 104(b)(15), Title XIII, §8
1301(j)(8), 1303(b)(4), Title XV, § 1581(b), 100 Stat. 2106, 2658, 2766; Dec. 22, 1987, P.L. 100-203, Title X, §
10302(a), 101 Stat. 1330-429; Nov. 10, 1988, P.L. 100-647, Title I, § 1003(a)(2), 102 Stat. 3382; Nov. 5, 1990, P.L.
101-508, Title XI, § 11801(a)(41), 104 Stat. 1388-521; July 3, 1992, P.L. 102-318, Title V, § 522(b)(2)(D), 106 Stat.
314; Oct. 24,1992, P.L. 102-486, Title XIX, 88 1934(a), 1942(a), 106 Stat. 3031, 3036; Dec. 8, 1994, P.L. 103-465,
Title VII, 88§ 701(a), 702(a), 108 Stat. 4995, 4996; June 7, 2001, P.L. 107-16, Title I, § 101(c)(6)-(9), 115 Stat. 43,
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE F. PROCEDURE AND ADMINISTRATION > CHAPTER 64. COLLECTION >
SUBCHAPTER C. LIEN FOR TAXES > PART Il. LIENS

8§ 6321. Lien for taxes.

If any person liable to pay any tax neglects or refuses to pay the same after demand, the amount (including any
interest, additional amount, addition to tax, or assessable penalty, together with any costs that may accrue in
addition thereto) shall be a lien in favor of the United States upon all property and rights to property, whether real or
personal, belonging to such person.

History

(Aug. 16, 1954, ch 736, 68A Stat. 779.)

Annotations

Notes

Short titles:

Act Nov. 2, 1966, P.L. 89-719, § 1(a), 80 Stat. 1125, provides: "This Act may be cited as the 'Federal Tax Lien Act
of 1966'".". For full classification of such Act, consult USCS Tables volumes.

Case Notes

I. IN GENERAL

1. Generally

. Constitutionality

. Construction

. RELATIONSHIP WITH OTHER LAWS
. Generally

. Determination of rights and interests in property
. --Particular cases

. Exemptions

. --Particular cases

. Seizure of property

10. Statute of limitations

11. Title 31

12. Miscellaneous

[ll. IMPOSITION OF LIEN

13. Generally

14. Neglect or refusal to pay
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE F. PROCEDURE AND ADMINISTRATION > CHAPTER 64. COLLECTION >
SUBCHAPTER C. LIEN FOR TAXES > PART Il. LIENS

§ 6322. Period of lien.

Unless another date is specifically fixed by law, the lien imposed by section 6321 [26 USCS § 6321] shall arise at
the time the assessment is made and shall continue until the liability for the amount so assessed (or a judgment
against the taxpayer arising out of such liability) is satisfied or becomes unenforceable by reason of lapse of time.

History

(Aug. 16, 1954, ch 736, 68A Stat. 779; Nov. 2, 1966,P.L. 89-719, Title I, § 113(a), 80 Stat. 1146.)

Annotations

Notes

Amendments:

In 1966 , P.L. 89-719, Sec. 113, added "(or a judgment against the taxpayer arising out of such liability)" after
"liability for the amount so assessed" effective after 11/2/66, regardless of when a lien or a title of the U.S. arose or
when the lien or interest of any other person was acquired. For a special exception included in Sec. 114 of P.L. 89-
719 see the note to Code Sec. 6323.

Case Notes

. Construction

. Time at which lien arises
.--Time of assessment

. Duration of lien

. -Extensions of time

. --Lapse of time

. Miscellaneous

~No ok, WDN PR

1. Construction

Language of predecessor to 26 USCS § 6322 is to be interpreted literally. Filipowicz v Rothensies (1942, ED Pa)
43 F Supp 619, 28 AFTR 1455.
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE F. PROCEDURE AND ADMINISTRATION > CHAPTER 64. COLLECTION >
SUBCHAPTER C. LIEN FOR TAXES > PART Il. LIENS

8 6323. Validity and priority against certain persons.

(a)Purchasers, holders of security interests, mechanic's lienors, and judgment lien creditors. The lien imposed
by section 6321 [26 USCS § 6321] shall not be valid as against any purchaser, holder of a security interest,
mechanic's lienor, or judgment lien creditor until notice thereof which meets the requirements of subsection (f)
has been filed by the Secretary.

(b)Protection for certain interests even though notice filed. Even though notice of a lien imposed by section
6321 [26 USCS § 6321] has been filed, such lien shall not be valid--

(1)Securities. With respect to a security (as defined in subsection (h)(4))--

(A)as against a purchaser of such security who at the time of purchase did not have actual notice
or knowledge of the existence of such lien; and

(B)as against a holder of a security interest in such security who, at the time such interest came
into existence, did not have actual notice or knowledge of the existence of such lien.

(2)Motor vehicles. With respect to a motor vehicle (as defined in subsection (h)(3)), as against a
purchaser of such motor vehicle, if--

(A)at the time of the purchase such purchaser did not have actual notice or knowledge of the
existence of such lien, and

(B)before the purchaser obtains such notice or knowledge, he has acquired possession of such
motor vehicle and has not thereafter relinquished possession of such motor vehicle to the seller or
his agent.

(3)Personal property purchased at retail. With respect to tangible personal property purchased at retail,
as against a purchaser in the ordinary course of the seller's trade or business, unless at the time of
such purchase such purchaser intends such purchase to (or knows such purchase will) hinder, evade,
or defeat the collection of any tax under this title.

(4)Personal property purchased in casual sale [Caution: See § 3.43 of Rev. Proc. 2017-58 (26 USCS §
1 note) for provision that, for calendar year 2018, a federal tax lien is not valid against certain
purchasers under this paragraph that purchased personal property in a casual sale for less than $
1,560.]. With respect to household goods, personal effects, or other tangible personal property
described in section 6334(a) [26 USCS § 6334(a)] purchased (not for resale) in a casual sale for less
than $ 1,000, as against the purchaser, but only if such purchaser does not have actual notice or
knowledge (A) of the existence of such lien, or (B) that this sale is one of a series of sales.

(5)Personal property subject to possessory lien. With respect to tangible personal property subject to a
lien under local law securing the reasonable price of the repair or improvement of such property, as
against a holder of such a lien, if such holder is, and has been, continuously in possession of such
property from the time such lien arose.

p. 040



Page 2 of 129
26 USCS § 6323

(6)Real property tax and special assessment liens. With respect to real property, as against a holder of
a lien upon such property, if such lien is entitled under local law to priority over security interests in such
property which are prior in time, and such lien secures payment of--

(A)a tax of general application levied by any taxing authority based upon the value of such
property;

(B)a special assessment imposed directly upon such property by any taxing authority, if such
assessment is imposed for the purpose of defraying the cost of any public improvement; or

(C)charges for utilities or public services furnished to such property by the United States, a State or
political subdivision thereof, or an instrumentality of any one or more of the foregoing.

(7)Residential property subject to a mechanic's lien for certain repairs and improvements [Caution: See
§ 3.43 of Rev. Proc. 2017-58 (26 USCS § 1 note) for provision that, for calendar year 2018, a federal
tax lien is not valid against a mechanic's lienor under this paragraph that repaired or improved certain
residential property if the contract price with the owner is not more than $ 7,820.]. With respect to real
property subject to a lien for repair or improvement of a personal residence (containing not more than
four dwelling units) occupied by the owner of such residence, as against a mechanic's lienor, but only if
the contract price on the contract with the owner is not more than $ 5,000.

(8)Attorneys' liens. With respect to a judgment or other amount in settlement of a claim or of a cause of
action, as against an attorney who, under local law, holds a lien upon or a contract enforcible against
such judgment or amount, to the extent of his reasonable compensation for obtaining such judgment or
procuring such settlement, except that this paragraph shall not apply to any judgment or amount in
settlement of a claim or of a cause of action against the United States to the extent that the United
States offsets such judgment or amount against any liability of the taxpayer to the United States.

(9)Certain insurance contracts. With respect to a life insurance, endowment, or annuity contract, as
against the organization which is the insurer under such contract, at any time--

(A)before such organization had actual notice or knowledge of the existence of such lien;

(B)after such organization had such notice or knowledge, with respect to advances required to be
made automatically to maintain such contract in force under an agreement entered into before such
organization had such notice or knowledge; or

(C)after satisfaction of a levy pursuant to section 6332(b) [26 USCS § 6332(b)], unless and until the
Secretary delivers to such organization a notice, executed after the date of such satisfaction, of the
existence of such lien.

(10)Deposit-secured loans. With respect to a savings deposit, share, or other account with an
institution described in section 581 or 591 [26 USCS § 581 or 591], to the extent of any loan made by
such institution without actual notice or knowledge of the existence of such lien, as against such
institution, if such loan is secured by such account.

(c)Protection for certain commercial transactions financing agreements, etc.

(D)In general. To the extent provided in this subsection, even though notice of a lien imposed by
section 6321 [26 USCS § 6321] has been filed, such lien shall not be valid with respect to a security
interest which came into existence after tax lien filing but which--

(A)is in qualified property covered by the terms of a written agreement entered into before tax lien
filing and constituting--

()a commercial transactions financing agreement,
(iN)a real property construction or improvement financing agreement, or

(iif)an obligatory disbursement agreement, and
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(B)is protected under local law against a judgment lien arising, as of the time of tax lien filing, out of
an unsecured obligation.

(2)Commercial transactions financing agreement. For purposes of this subsection--

(A)Definition. The term "commercial transactions financing agreement” means an agreement
(entered into by a person in the course of his trade or business)--

(hto make loans to the taxpayer to be secured by commercial financing security acquired by
the taxpayer in the ordinary course of his trade or business, or

(ii)to purchase commercial financing security (other than inventory) acquired by the taxpayer in
the ordinary course of his trade or business;but such an agreement shall be treated as coming
within the term only to the extent that such loan or purchase is made before the 46th day after
the date of tax lien filing or (if earlier) before the lender or purchaser had actual notice or
knowledge of such tax lien filing.

(B)Limitation on Qualified Property. The term "qualified property", when used with respect to a
commercial transactions financing agreement, includes only commercial financing security acquired
by the taxpayer before the 46th day after the date of tax lien filing.

(C)Commercial Financing Security Defined. The term "commercial financing security" means (i)
paper of a kind ordinarily arising in commercial transactions, (ii) accounts receivable, (iii) mortgages
on real property, and (iv) inventory.

(D)Purchaser Treated as Acquiring Security Interest. A person who satisfies subparagraph (A) by
reason of clause (ii) thereof shall be treated as having acquired a security interest in commercial
financing security.

(3)Real property construction or improvement financing agreement. For purposes of this subsection--

(A)Definition. The term "real property construction or improvement financing agreement" means an
agreement to make cash disbursements to finance--

(hthe construction or improvement of real property,
(if)a contract to construct or improve real property, or

(iif)the raising or harvesting of a farm crop or the raising of livestock or other animals. For
purposes of clause (iii), the furnishing of goods and services shall be treated as the
disbursement of cash.

(B)Limitation on qualified property. The term "qualified property”, when used with respect to a real
property construction or improvement financing agreement, includes only--

(i)in the case of subparagraph (A)(i), the real property with respect to which the construction or
improvement has been or is to be made,

(ih)in the case of subparagraph (A)(ii), the proceeds of the contract described therein, and

(iiM)in the case of subparagraph (A)(iii), property subject to the lien imposed by section 6321 [26
USCS § 6321] at the time of tax lien filing and the crop or the livestock or other animals
referred to in subparagraph (A)(iii).

(4)Obligatory disbursement agreement. For purposes of this subsection--

(A)Definition. The term "obligatory disbursement agreement" means an agreement (entered into by
a person in the course of his trade or business) to make disbursements, but such an agreement
shall be treated as coming within the term only to the extent of disbursements which are required to
be made by reason of the intervention of the rights of a person other than the taxpayer.

(B)Limitation on qualified property. The term "qualified property”, when used with respect to an
obligatory disbursement agreement, means property subject to the lien imposed by section 6321
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[26 USCS § 6321] at the time of tax lien filing and (to the extent that the acquisition is directly
traceable to the disbursements referred to in subparagraph (A)) property acquired by the taxpayer
after tax lien filing.

(C)Special rules for surety agreements. Where the obligatory disbursement agreement is an
agreement ensuring the performance of a contract between the taxpayer and another person--

(hthe term "qualified property" shall be treated as also including the proceeds of the contract
the performance of which was ensured, and

(ii)If the contract the performance of which was ensured was a contract to construct or improve
real property, to produce goods, or to furnish services, the term "qualified property" shall be
treated as also including any tangible personal property used by the taxpayer in the
performance of such ensured contract.

(d)45-day period for making disbursements. Even though notice of a lien imposed by section 6321 [26 USCS §
6321] has been filed, such lien shall not be valid with respect to a security interest which came into existence
after tax lien filing by reason of disbursements made before the 46th day after the date of tax lien filing, or (if
earlier) before the person making such disbursements had actual notice or knowledge of tax lien filing, but only
if such security interest--

(D)is in property (A) subject, at the time of tax lien filing, to the lien imposed by section 6321 [26 USCS
8 6321], and (B) covered by the terms of a written agreement entered into before tax lien filing, and

(2)is protected under local law against a judgment lien arising, as of the time of tax lien filing, out of an
unsecured obligation.

(e)Priority of interest and expenses. If the lien imposed by section 6321 [26 USCS § 6321] is not valid as
against a lien or security interest, the priority of such lien or security interest shall extend to--

(D)any interest or carrying charges upon the obligation secured,

(2)the reasonable charges and expenses of an indenture trustee or agent holding the security interest
for the benefit of the holder of the security interest,

(3)the reasonable expenses, including reasonable compensation for attorneys, actually incurred in
collecting or enforcing the obligation secured,

(4)the reasonable costs of insuring, preserving, or repairing the property to which the lien or security
interest relates,

(5)the reasonable costs of insuring payment of the obligation secured, and

(6)amounts paid to satisfy any lien on the property to which the lien or security interest relates, but only
if the lien so satisfied is entitled to priority over the lien imposed by section 6321 [26 USCS § 6321],

to the extent that, under local law, any such item has the same priority as the lien or security interest to
which it relates.

(f)Place for filing notice; form.
(1)Place for filing. The notice referred to in subsection (a) shall be filed--
(A)Under state laws.

(iYReal property. In the case of real property, in one office within the State (or the county, or
other governmental subdivision), as designated by the laws of such State, in which the property
subject to the lien is situated; and

(if)Personal property. In the case of personal property, whether tangible or intangible, in one
office within the State (or the county, or other governmental subdivision), as designated by the
laws of such State, in which the property subject to the lien is situated, except that State law
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merely conforming to or reenacting Federal law establishing a national filing system does not
constitute a second office for filing as designated by the laws of such State; or

(B)With clerk of district court. In the office of the clerk of the United States district court for the
judicial district in which the property subject to the lien is situated, whenever the State has not by
law designated one office which meets the requirements of subparagraph (A); or

(C)With recorder of deeds of the District of Columbia. In the office of the Recorder of Deeds of the
District of Columbia, if the property subject to the lien is situated in the District of Columbia.

(2)Situs of property subject to lien. For purposes of paragraphs (1) and (4), property shall be deemed
to be situated--

(A)Real property. In the case of real property, at its physical location; or

(B)Personal property. In the case of personal property, whether tangible or intangible, at the
residence of the taxpayer at the time the notice of lien is filed.For purposes of paragraph (2)(B), the
residence of a corporation or partnership shall be deemed to be the place at which the principal
executive office of the business is located, and the residence of a taxpayer whose residence is
without the United States shall be deemed to be in the District of Columbia.

(3)Form. The form and content of the notice referred to in subsection (a) shall be prescribed by the
Secretary. Such notice shall be valid notwithstanding any other provision of law regarding the form or
content of a notice of lien.

(4)Indexing required with respect to certain real property. In the case of real property, if--

(A)under the laws of the State in which the real property is located, a deed is not valid as against a
purchaser of the property who (at the time of purchase) does not have actual notice or knowledge
of the existence of such deed unless the fact of filing of such deed has been entered and recorded
in a public index at the place of filing in such a manner that a reasonable inspection of the index will
reveal the existence of the deed, and

(B)there is maintained (at the applicable office under paragraph (1)) an adequate system for the
public indexing of Federal tax liens,then the notice of lien referred to in subsection (a) shall not be
treated as meeting the filing requirements under paragraph (1) unless the fact of filing is entered
and recorded in the index referred to in subparagraph (B) in such a manner that a reasonable
inspection of the index will reveal the existence of the lien.

(5)National filing systems. The filing of a notice of lien shall be governed solely by this title and shall
not be subject to any other Federal law establishing a place or places for the filing of liens or
encumbrances under a national filing system.

(g)Refiling of notice. For purposes of this section--

(1)General rule. Unless notice of lien is refiled in the manner prescribed in paragraph (2) during the
required refiling period, such notice of lien shall be treated as filed on the date on which it is filed (in
accordance with subsection (f)) after the expiration of such refiling period.

(2)Place for filing. A notice of lien refiled during the required refiling period shall be effective only--
(A)if--
(i)such notice of lien is refiled in the office in which the prior notice of lien was filed, and

(if)in the case of real property, the fact of refiling is entered and recorded in an index to the
extent required by subsection (f)(4); and

(B)in any case in which, 90 days or more prior to the date of a refiling of notice of lien under
subparagraph (A), the Secretary received written information (in the manner prescribed in
regulations issued by the Secretary) concerning a change in the taxpayer's residence, if a notice of
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such lien is also filed in accordance with subsection (f) in the State in which such residence is
located.

(3)Required refiling period. In the case of any notice of lien, the term "required refiling period" means--

(A)the one-year period ending 30 days after the expiration of 10 years after the date of the
assessment of the tax, and

(B)the one-year period ending with the expiration of 10 years after the close of the preceding
required refiling period for such naotice of lien.

(4)Transitional rule. Notwithstanding paragraph (3), if the assessment of the tax was made before
January 1, 1962, the first required refiling period shall be the calendar year 1967.

(h)Definitions. For purposes of this section and section 6324 [26 USCS § 6324]--

(1)Security interest. The term "security interest" means any interest in property acquired by contract for
the purpose of securing payment or performance of an obligation or indemnifying against loss or
liability. A security interest exists at any time (A) if, at such time, the property is in existence and the
interest has become protected under local law against a subsequent judgment lien arising out of an
unsecured obligation, and (B) to the extent that, at such time, the holder has parted with money or
money's worth.

(2)Mechanic's lienor. The term "mechanic's lienor" means any person who under local law has a lien
on real property (or on the proceeds of a contract relating to real property) for services, labor, or
materials furnished in connection with the construction or improvement of such property. For purposes
of the preceding sentence, a person has a lien on the earliest date such lien becomes valid under local
law against subsequent purchasers without actual notice, but not before he begins to furnish the
services, labor, or materials.

(3)Motor vehicle. The term "motor vehicle” means a self-propelled vehicle which is registered for
highway use under the laws of any State or foreign country.

(4)Security. The term "security" means any bond, debenture, note, or certificate or other evidence of
indebtedness, issued by a corporation or a government or political subdivision thereof, with interest
coupons or in registered form, share of stock, voting trust certificate, or any certificate of interest or
participation in, certificate of deposit or receipt for, temporary or interim certificate for, or warrant or right
to subscribe to or purchase, any of the foregoing; negotiable instrument; or money.

(5)Tax lien filing. The term "tax lien filing" means the filing of notice (referred to in subsection (a)) of the
lien imposed by section 6321 [26 USCS § 6321].

(6)Purchaser. The term "purchaser" means a person who, for adequate and full consideration in
money or money's worth, acquires an interest (other than a lien or security interest) in property which is
valid under local law against subsequent purchasers without actual notice. In applying the preceding
sentence for purposes of subsection (a) of this section, and for purposes of section 6324 [26 USCS §

6324]--

(A)a lease of property,
(B)a written executory contract to purchase or lease property,
(C)an option to purchase or lease property or any interest therein, or

(D)an option to renew or extend a lease of property,which is not a lien or security interest shall be
treated as an interest in property.

(i)Special rules.

(1)Actual notice or knowledge. For purposes of this subchapter [26 USCS 88 6320 et seq.], an
organization shall be deemed for purposes of a particular transaction to have actual notice or
knowledge of any fact from the time such fact is brought to the attention of the individual conducting
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such transaction, and in any event from the time such fact would have been brought to such individual's
attention if the organization had exercised due diligence. An organization exercises due diligence if it
maintains reasonable routines for communicating significant information to the person conducting the
transaction and there is reasonable compliance with the routines. Due diligence does not require an
individual acting for the organization to communicate information unless such communication is part of
his regular duties or unless he has reason to know of the transaction and that the transaction would be
materially affected by the information.

(2)Subrogation. Where, under local law, one person is subrogated to the rights of another with respect
to a lien or interest, such person shall be subrogated to such rights for purposes of any lien imposed by
section 6321 or 6324 [26 USCS § 6321 or 6324].

(3)Forfeitures. For purposes of this subchapter [26 USCS 88 6320 et seq.], a forfeiture under local law
of property seized by a law enforcement agency of a State, county, or other local governmental
subdivision shall relate back to the time of seizure, except that this paragraph shall not apply to the
extent that under local law the holder of an intervening claim or interest would have priority over the
interest of the State, county, or other local governmental subdivision in the property.

(4)Cost-of-living adjustment. In the case of notices of liens imposed by section 6321 [26 USCS § 6321]
which are filed in any calendar year after 1998, each of the dollar amounts under paragraph (4) or (7) of
subsection (b) shall be increased by an amount equal to--

(A)such dollar amount, multiplied by

(B)the cost-of-living adjustment determined under section 1(f)(3) [26 USCS § 1(f)(3)] for the
calendar year, determined by substituting "calendar year 1996" for "calendar year 2016" in
subparagraph (A)(ii) thereof.If any amount as adjusted under the preceding sentence is not a
multiple of $ 10, such amount shall be rounded to the nearest multiple of $ 10.

(i))Withdrawal of notice in certain circumstances.

History

(D)In general. The Secretary may withdraw a notice of a lien filed under this section and this chapter
[26 USCS 88 6301 et seq.] shall be applied as if the withdrawn notice had not been filed, if the
Secretary determines that--

(A)the filing of such notice was premature or otherwise not in accordance with administrative
procedures of the Secretary,

(B)the taxpayer has entered into an agreement under section 6159 [26 USCS § 6159] to satisfy the
tax liability for which the lien was imposed by means of installment payments, unless such
agreement provides otherwise,

(C)the withdrawal of such notice will facilitate the collection of the tax liability, or

(D)with the consent of the taxpayer or the National Taxpayer Advocate, the withdrawal of such
notice would be in the best interests of the taxpayer (as determined by the National Taxpayer
Advocate) and the United States.Any such withdrawal shall be made by filing notice at the same
office as the withdrawn notice. A copy of such notice of withdrawal shall be provided to the
taxpayer.

(2)Notice to credit agencies, etc. Upon written request by the taxpayer with respect to whom a notice of
a lien was withdrawn under paragraph (1), the Secretary shall promptly make reasonable efforts to
notify credit reporting agencies, and any financial institution or creditor whose name and address is
specified in such request, of the withdrawal of such notice. Any such request shall be in such form as
the Secretary may prescribe.
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§ 6325. Release of lien or discharge of property.

(a)Release of lien. Subject to such regulations as the Secretary may prescribe, the Secretary shall issue a
certificate of release of any lien imposed with respect to any internal revenue tax not later than 30 days after the
day on which--

(1)Liability satisfied or unenforceable. The Secretary finds that the liability for the amount assessed,
together with all interest in respect thereof, has been fully satisfied or has become legally
unenforceable; or

(2)Bond accepted. There is furnished to the Secretary and accepted by him a bond that is conditioned
upon the payment of the amount assessed, together with all interest in respect thereof, within the time
prescribed by law (including any extension of such time), and that is in accordance with such
requirements relating to terms, conditions, and form of the bond and sureties thereon, as may be
specified by such regulations.

(b)Discharge of property.

(1)Property double the amount of the liability. Subject to such regulations as the Secretary may
prescribe, the Secretary may issue a certificate of discharge of any part of the property subject to any
lien imposed under this chapter [26 USCS 88 6301 et seq.] if the Secretary finds that the fair market
value of that part of such property remaining subject to the lien is at least double the amount of the
unsatisfied liability secured by such lien and the amount of all other liens upon such property which
have priority over such lien.

(2)Part payment; interest of United States valueless. Subject to such regulations as the Secretary may
prescribe, the Secretary may issue a certificate of discharge of any part of the property subject to the
lien if--

(A)there is paid over to the Secretary in partial satisfaction of the liability secured by the lien an
amount determined by the Secretary, which shall not be less than the value, as determined by the
Secretary, of the interest of the United States in the part to be so discharged, or

(B)the Secretary determines at any time that the interest of the United States in the part to be so
discharged has no value.In determining the value of the interest of the United States in the part to
be so discharged, the Secretary shall give consideration to the value of such part and to such liens
thereon as have priority over the lien of the United States.

(3)Substitution of proceeds of sale. Subject to such regulations as the Secretary may prescribe, the
Secretary may issue a certificate of discharge of any part of the property subject to the lien if such part
of the property is sold and, pursuant to an agreement with the Secretary, the proceeds of such sale are
to be held, as a fund subject to the liens and claims of the United States, in the same manner and with
the same priority as such liens and claims had with respect to the discharged property.

(4)Right of substitution of value.
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(A)In general. At the request of the owner of any property subject to any lien imposed by this
chapter [26 USCS 8§ 6301 et seq.], the Secretary shall issue a certificate of discharge of such
property if such owner--

(i)deposits with the Secretary an amount of money equal to the value of the interest of the
United States (as determined by the Secretary) in the property; or

(infurnishes a bond acceptable to the Secretary in a like amount.

(B)Refund of deposit with interest and release of bond. The Secretary shall refund the amount so
deposited (and shall pay interest at the overpayment rate under section 6621 [26 USCS § 6621]),
and shall release such bond, to the extent that the Secretary determines that--

()the unsatisfied liability giving rise to the lien can be satisfied from a source other than such
property; or

(inthe value of the interest of the United States in the property is less than the Secretary's prior
determination of such value.

(C)Use of deposit, etc., if action to contest lien not filed. If no action is filed under section 7426(a)(4)
[26 USCS § 7426(a)(4)] within the period prescribed therefor, the Secretary shall, within 60 days
after the expiration of such period--

(Happly the amount deposited, or collect on such bond, to the extent necessary to satisfy the
unsatisfied liability secured by the lien; and

(inrefund (with interest as described in subparagraph (B)) any portion of the amount deposited
which is not used to satisfy such liability.

(D)Exception. Subparagraph (A) shall not apply if the owner of the property is the person whose
unsatisfied liability gave rise to the lien.

(c)Estate or gift tax. Subject to such regulations as the Secretary may prescribe, the Secretary may issue a
certificate of discharge of any or all of the property subject to any lien imposed by section 6324 [26 USCS §
6324] if the Secretary finds that the liability secured by such lien has been fully satisfied or provided for.

(d)Subordination of lien. Subject to such regulations as the Secretary may prescribe, the Secretary may issue
a certificate of subordination of any lien imposed by this chapter [26 USCS §8 6301 et seq.] upon any part of
the property subject to such lien if--

(D)there is paid over to the Secretary an amount equal to the amount of the lien or interest to which the
certificate subordinates the lien of the United States,

(2)the Secretary believes that the amount realizable by the United States from the property to which the
certificate relates, or from any other property subject to the lien, will ultimately be increased by reason
of the issuance of such certificate and that the ultimate collection of the tax liability will be facilitated by
such subordination, or

(3)in the case of any lien imposed by section 6324B [26 USCS § 6324B], if the Secretary determines
that the United States will be adequately secured after such subordination.

(e)Nonattachment of lien. If the Secretary determines that, because of confusion of names or otherwise, any
person (other than the person against whom the tax was assessed) is or may be injured by the appearance that
a notice of lien filed under section 6323 [26 USCS § 6323] refers to such person, the Secretary may issue a
certificate that the lien does not attach to the property of such person.

(f)Effect of certificate.

(1)Conclusiveness. Except as provided in paragraphs (2) and (3), if a certificate is issued pursuant to
this section by the Secretary and is filed in the same office as the notice of lien to which it relates (if
such notice of lien has been filed) such certificate shall have the following effect:
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(A)in the case of a certificate of release, such certificate shall be conclusive that the lien referred to
in such certificate is extinguished,;

(B)in the case of a certificate of discharge, such certificate shall be conclusive that the property
covered by such certificate is discharged from the lien;

(©)in the case of subordination, such certificate shall be conclusive that the lien or interest to which
the lien of the United States is subordinated is superior to the lien of the United States; and

(D)in the case of a certificate of nonattachment, such certificate shall be conclusive that the lien of
the United States does not attach to the property of the person referred to in such certificate.

(2)Revocation of certificate of release or nonattachment. If the Secretary determines that a certificate
of release or nonattachment of a lien imposed by section 6321 [26 USCS § 6321] was issued
erroneously or improvidently, or if a certificate of release of such lien was issued pursuant to a collateral
agreement entered into in connection with a compromise under section 7122 [26 USCS § 7122] which
has been breached, and if the period of limitation on collection after assessment has not expired, the
Secretary may revoke such certificate and reinstate the lien--

(A)by mailing notice of such revocation to the person against whom the tax was assessed at his
last known address, and

(B)by filing notice of such revocation in the same office in which the notice of lien to which it relates
was filed (if such notice of lien had been filed).Such reinstated lien (i) shall be effective on the date
notice of revocation is mailed to the taxpayer in accordance with the provisions of subparagraph
(A), but not earlier than the date on which any required filing of notice of revocation is filed in
accordance with the provisions of subparagraph (B), and (ii) shall have the same force and effect
(as if such date), until the expiration of the period of limitation on collection after assessment, as a
lien imposed by section 6321 [26 USCS § 6321] (relating to lien for taxes).

(3)Certificates void under certain conditions. Notwithstanding any other provision of this subtitle [26
USCS 88 6001 et seq.], any lien imposed by this chapter [26 USCS 88 6301 et seq.] shall attach to any
property with respect to which a certificate of discharge has been issued if the person liable for the tax
reacquires such property after such certificate has been issued.

(9)Filing of certificates and notices. If a certificate or notice issued pursuant to this section may not be filed in
the office designated by State law in which the notice of lien imposed by section 6321 [26 USCS § 6321] is
filed, such certificate or notice shall be effective if filed in the office of the clerk of the United States district court
for the judicial district in which such office is situated.

(h)Cross reference. For provisions relating to bonds, see chapter 73 (sec. 7101 and following).

History

(Aug. 16, 1954, ch 736, 68A Stat. 783; Sept. 2, 1958,P.L. 85-866, Title |, § 77, 72 Stat. 1662; Nov. 2, 1966, P.L.
89-719, Title |, § 103(a), 80 Stat. 1133; Oct. 4, 1976, P.L. 94-455, Title XIX, § 1906(b)(13)(A), 90 Stat. 1834; Nov. 6,
1978, P.L. 95-600, Title V, § 513(a), 92 Stat. 2883; Sept. 3, 1982, P.L. 97-248, Title Ill, § 348(a), 96 Stat. 638; July
22,1998, P.L. 105-206, Title Ill, § 3106(a), 112 Stat. 732.)

Annotations

Notes

Amendments:
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§ 6331. Levy and distraint.

(a)Authority of Secretary. If any person liable to pay any tax neglects or refuses to pay the same within 10 days
after notice and demand, it shall be lawful for the Secretary to collect such tax (and such further sum as shall be
sufficient to cover the expenses of the levy) by levy upon all property and rights to property (except such
property as is exempt under section 6334 [26 USCS § 6334]) belonging to such person or on which there is a
lien provided in this chapter [26 USCS 88 6301 et seq.] for the payment of such tax. Levy may be made upon
the accrued salary or wages of any officer, employee, or elected official, of the United States, the District of
Columbia, or any agency or instrumentality of the United States or the District of Columbia, by serving a notice
of levy on the employer (as defined in section 3401(d) [26 USCS § 3401(d)]) of such officer, employee, or
elected official. If the Secretary makes a finding that the collection of such tax is in jeopardy, notice and demand
for immediate payment of such tax may be made by the Secretary and, upon failure or refusal to pay such tax,
collection thereof by levy shall be lawful without regard to the 10-day period provided in this section.

(b)Seizure and sale of property. The term "levy" as used in this title includes the power of distraint and seizure
by any means. Except as otherwise provided in subsection (e), a levy shall extend only to property possessed
and obligations existing at the time thereof. In any case in which the Secretary may levy upon property or rights
to property, he may seize and sell such property or rights to property (whether real or personal, tangible or
intangible).

(c)Successive seizures. Whenever any property or right to property upon which levy has been made by virtue
of subsection (a) is not sufficient to satisfy the claim of the United States for which levy is made, the Secretary
may, thereafter, and as often as may be necessary, proceed to levy in like manner upon any other property
liable to levy of the person against whom such claim exists, until the amount due from him, together with all
expenses, is fully paid.

(d)Requirement of notice before levy.

(1)In general. Levy may be made under subsection (a) upon the salary or wages or other property of
any person with respect to any unpaid tax only after the Secretary has notified such person in writing of
his intention to make such levy.

(2)30-day requirement. The notice required under paragraph (1) shall be--
(A)given in person,
(B)left at the dwelling or usual place of business of such person, or

(C)sent by certified or registered mail to such person's last known address,no less than 30 days
before the day of the levy.

(3)Jeopardy. Paragraph (1) shall not apply to a levy if the Secretary has made a finding under the last
sentence of subsection (a) that the collection of tax is in jeopardy.

(4)Information included with notice. The notice required under paragraph (1) shall include a brief
statement which sets forth in simple and nontechnical terms--
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(A)the provisions of this title relating to levy and sale of property,
(B)the procedures applicable to the levy and sale of property under this title,

(C)the administrative appeals available to the taxpayer with respect to such levy and sale and the
procedures relating to such appeals,

(D)the alternatives available to taxpayers which could prevent levy on the property (including
installment agreements under section 6159 [26 USCS § 6159]),

(E)the provisions of this title relating to redemption of property and release of liens on property,

(F)the procedures applicable to the redemption of property and the release of a lien on property
under this title, and

(G)the provisions of section 7345 [26 USCS § 7345] relating to the certification of seriously
delinquent tax debts and the denial, revocation, or limitation of passports of individuals with such
debts pursuant to section 32101 of the FAST Act.

(e)Continuing levy on salary and wages. The effect of a levy on salary or wages payable to or received by a
taxpayer shall be continuous from the date such levy is first made until such levy is released under section
6343 [26 USCS § 6343].

(flUneconomical levy. No levy may be made on any property if the amount of the expenses which the
Secretary estimates (at the time of levy) would be incurred by the Secretary with respect to the levy and sale of
such property exceeds the fair market value of such property at the time of levy.

(g)Levy on appearance date of summons.

(1)In general. No levy may be made on the property of any person on any day on which such person
(or officer or employee of such person) is required to appear in response to a summons issued by the
Secretary for the purpose of collecting any underpayment of tax.

(2)No application in case of jeopardy. This subsection shall not apply if the Secretary finds that the
collection of tax is in jeopardy.

(h)Continuing levy on certain payments.

(1)In general. If the Secretary approves a levy under this subsection, the effect of such levy on
specified payments to or received by a taxpayer shall be continuous from the date such levy is first
made until such levy is released. Notwithstanding section 6334 [26 USCS § 6334], such continuous
levy shall attach to up to 15 percent of any specified payment due to the taxpayer.

(2)Specified payment. For the purposes of paragraph (1), the term "specified payment" means--

(A)any Federal payment other than a payment for which eligibility is based on the income or assets
(or both) of a payee,

(B)any payment described in paragraph (4), (7), (9), or (11) of section 6334(a) [26 USCS § 6334],
and

(C)any annuity or pension payment under the Railroad Retirement Act or benefit under the Railroad
Unemployment Insurance Act.

(3)Increase in levy for certain payments. Paragraph (1) shall be applied by substituting "100 percent"
for "15 percent" in the case of any specified payment due to a vendor of property, goods, or services
sold or leased to the Federal Government and by substituting "100 percent" for "15 percent" in the case
of any specified payment due to a Medicare provider or supplier under title XVIII of the Social Security
Act [42 USCS 88 1395 et seq.].

(i)No levy during pendency of proceedings for refund of divisible tax.

(D)In general. No levy may be made under subsection (a) on the property or rights to property of any
person with respect to any unpaid divisible tax during the pendency of any proceeding brought by such
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person in a proper Federal trial court for the recovery of any portion of such divisible tax which was paid
by such person if--

(A)the decision in such proceeding would be res judicata with respect to such unpaid tax; or

(B)such person would be collaterally estopped from contesting such unpaid tax by reason of such
proceeding.

(2)Divisible tax. For purposes of paragraph (1), the term "divisible tax" means--
(A)any tax imposed by subtitle C [26 USCS §8§ 3101 et seq.]; and
(B)the penalty imposed by section 6672 [26 USCS § 6672] with respect to any such tax.

(3)Exceptions.
(A)Certain unpaid taxes. This subsection shall not apply with respect to any unpaid tax if--

(the taxpayer files a written notice with the Secretary which waives the restriction imposed by
this subsection on levy with respect to such tax; or

(iNthe Secretary finds that the collection of such tax is in jeopardy.
(B)Certain levies. This subsection shall not apply to--

(i)any levy to carry out an offset under section 6402 [26 USCS § 6402]; and

(ifany levy which was first made before the date that the applicable proceeding under this
subsection commenced.

(4)Limitation on collection activity; authority to enjoin collection.

(A)Limitation on collection. No proceeding in court for the collection of any unpaid tax to which
paragraph (1) applies shall be begun by the Secretary during the pendency of a proceeding under
such paragraph. This subparagraph shall not apply to--

(any counterclaim in a proceeding under such paragraph; or
(inany proceeding relating to a proceeding under such paragraph.

(B)Authority to enjoin. Notwithstanding section 7421(a) [26 USCS & 7421(a)], a levy or collection
proceeding prohibited by this subsection may be enjoined (during the period such prohibition is in
force) by the court in which the proceeding under paragraph (1) is brought.

(5)Suspension of statute of limitations on collection. The period of limitations under section 6502 [26
USCS 8§ 6502] shall be suspended for the period during which the Secretary is prohibited under this
subsection from making a levy.

(6)Pendency of proceeding. For purposes of this subsection, a proceeding is pending beginning on the
date such proceeding commences and ending on the date that a final order or judgment from which an
appeal may be taken is entered in such proceeding.

(i))No levy before investigation of status of property.

(2)In general. For purposes of applying the provisions of this subchapter [26 USCS 88 6330 et seq.],
no levy may be made on any property or right to property which is to be sold under section 6335 [26
USCS 8§ 6335] until a thorough investigation of the status of such property has been completed.

(2)Elements in investigation. For purposes of paragraph (1), an investigation of the status of any
property shall include--

(A)a verification of the taxpayer's liability;

(B)the completion of an analysis under subsection (f);
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(C)the determination that the equity in such property is sufficient to yield net proceeds from the sale
of such property to apply to such liability; and
(D)a thorough consideration of alternative collection methods.

(k)No levy while certain offers pending or installment agreement pending or in effect.

(1)Offer-in-compromise pending. No levy may be made under subsection (a) on the property or rights
to property of any person with respect to any unpaid tax--

(A)during the period that an offer-in-compromise by such person under section 7122 [26 USCS 8§
7122] of such unpaid tax is pending with the Secretary; and

(B)if such offer is rejected by the Secretary, during the 30 days thereafter (and, if an appeal of such
rejection is filed within such 30 days, during the period that such appeal is pending).For purposes
of subparagraph (A), an offer is pending beginning on the date the Secretary accepts such offer for
processing.

(2)Installment agreements. No levy may be made under subsection (a) on the property or rights to
property of any person with respect to any unpaid tax--

(A)during the period that an offer by such person for an installment agreement under section 6159
[26 USCS § 6159] for payment of such unpaid tax is pending with the Secretary;

(B)if such offer is rejected by the Secretary, during the 30 days thereafter (and, if an appeal of such
rejection is filed within such 30 days, during the period that such appeal is pending);

(C)during the period that such an installment agreement for payment of such unpaid tax is in effect;
and

(D)if such agreement is terminated by the Secretary, during the 30 days thereafter (and, if an
appeal of such termination is filed within such 30 days, during the period that such appeal is
pending).

(3)Certain rules to apply. Rules similar to the rules of--
(A)paragraphs (3) and (4) of subsection (i), and

(B)except in the case of paragraph (2)(C), paragraph (5) of subsection (i),shall apply for purposes
of this subsection.

(NCross references.

(1)For provisions relating to jeopardy, see subchapter A of chapter 70 [26 USCS 88 6851 et seq.].

(2)For proceedings applicable to sale of seized property, see section 6335 [26 USCS § 6335].

(3)For release and notice of release of levy, see section 6343 [26 USCS § 6343].

History

(Aug. 16, 1954, ch 736, 68A Stat. 783; Nov. 2, 1966,P.L. 89-719, Title I, § 104(a), 80 Stat. 1135; Dec. 10, 1971,

P.L. 92-178, Title II, § 211(a), 85 Stat. 520; Oct. 4, 1976, P.L. 94-455, Title XII, § 1209(d)(1), (2), (4), Title XIX, §
1906(b)(13)(A), 90 Stat. 1710, 1711, 1834; Sept. 3, 1982, P.L. 97-248, Title Ill, § 349(a), 96 Stat. 639; July 18,
1984, P.L. 98-369, Div A, Title VII, § 714(0), 98 Stat. 964; Nov. 10, 1988, P.L. 100-647, Title VI, § 6236(a), (b), (d),
102 Stat. 3737, 3739; Aug. 5, 1997, P.L. 105-34, Title X, § 1024(a), 111 Stat. 923; July 22, 1998, P.L. 105-2086,
Title 111, §§ 3433(a), 3444(a), 3462(b), Title VI, § 6010(f), 112 Stat. 759, 762, 765, 814; Dec. 21, 2000, P.L. 106-554,
§ 1(a)(7) (Title 111, § 313(b)(3)), 114 Stat. 2763, 2763A-642; March 9, 2002, P.L. 107-147, Title IV, Subtitle B, §
416(e)(1), 116 Stat. 55; Oct. 22, 2004, P.L. 108-357, Title VIII, Subtitle D, § 887(a), 118 Stat. 1641; Nov. 21, 2011,
P.L. 112-56, Title IIl, § 301(a), 125 Stat. 733; Dec. 19, 2014, P.L. 113-295, Div B, Title I, § 209(a), 128 Stat. 4074;
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE F. PROCEDURE AND ADMINISTRATION > CHAPTER 64. COLLECTION >
SUBCHAPTER D. SEIZURE OF PROPERTY FOR COLLECTION OF TAXES > PART Il. LEVY

8§ 6343. Authority to release levy and return property.

(a)Release of levy and notice of release.

(DIn general. Under regulations prescribed by the Secretary, the Secretary shall release the levy upon
all, or part of, the property or rights to property levied upon and shall promptly notify the person upon
whom such levy was made (if any) that such levy has been released if--

(A)the liability for which such levy was made is satisfied or becomes unenforceable by reason of
lapse of time,

(B)release of such levy will facilitate the collection of such liability,

(C)the taxpayer has entered into an agreement under section 6159 [26 USCS § 6159] to satisfy
such liability by means of installment payments, unless such agreement provides otherwise,

(D)the Secretary has determined that such levy is creating an economic hardship due to the
financial condition of the taxpayer, or

(E)the fair market value of the property exceeds such liability and release of the levy on a part of
such property could be made without hindering the collection of such liability.For purposes of
subparagraph (C), the Secretary is not required to release such levy if such release would
jeopardize the secured creditor status of the Secretary.

(2)Expedited determination on certain business property. In the case of any tangible personal property
essential in carrying on the trade or business of the taxpayer, the Secretary shall provide for an
expedited determination under paragraph (1) if levy on such tangible personal property would prevent
the taxpayer from carrying on such trade or business.

(3)Subsequent levy. The release of levy on any property under paragraph (1) shall not prevent any
subsequent levy on such property.

(b)Return of property. If the Secretary determines that property has been wrongfully levied upon, it shall be
lawful for the Secretary to return--

(D)the specific property levied upon,
(2)an amount of money equal to the amount of money levied upon, or

(3)an amount of money equal to the amount of money received by the United States from a sale of
such property.

Property may be returned at any time. An amount equal to the amount of money levied upon or
received from such sale may be returned at any time before the expiration of 2 years from the date of
such levy. For purposes of paragraph (3), if property is declared purchased by the United States at a
sale pursuant to section 6335(e) [26 USCS § 6335(¢e)] (relating to manner and conditions of sale), the
United States shall be treated as having received an amount of money equal to the minimum price
determined pursuant to such section or (if larger) the amount received by the United States from the
resale of such property.
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(c)Interest. Interest shall be allowed and paid at the overpayment rate established under section 6621 [26
USCS § 6621]--

(1)in a case described in subsection (b)(2), from the date the Secretary receives the money to a date
(to be determined by the Secretary) preceding the date of return by not more than 30 days, or

(2)in a case described in subsection (b)(3), from the date of the sale of the property to a date (to be
determined by the Secretary) preceding the date of return by not more than 30 days.

(d)Return of property in certain cases. If--
(1)any property has been levied upon, and
(2)the Secretary determines that--

(A)the levy on such property was premature or otherwise not in accordance with administrative
procedures of the Secretary,

(B)the taxpayer has entered into an agreement under section 6159 [26 USCS § 6159] to satisfy the
tax liability for which the levy was imposed by means of installment payments, unless such
agreement provides otherwise,

(C)the return of such property will facilitate the collection of the tax liability, or

(D)with the consent of the taxpayer or the National Taxpayer Advocate, the return of such property
would be in the best interests of the taxpayer (as determined by the National Taxpayer Advocate)
and the United States,

the provisions of subsection (b) shall apply in the same manner as if such property had been
wrongly levied upon, except that no interest shall be allowed under subsection (c).

(e)Release of levy upon agreement that amount is not collectible. In the case of a levy on the salary or wages
payable to or received by the taxpayer, upon agreement with the taxpayer that the tax is not collectible, the
Secretary shall release such levy as soon as practicable.

(HIndividuals held harmless on wrongful levy, etc. on retirement plan.

(1)In general. If the Secretary determines that an individual's account or benefit under an eligible
retirement plan (as defined in section 402(c)(8)(B) [26 USCS § 402(c)(8)(B)]) has been levied upon in a
case to which subsection (b) or (d)(2)(A) applies and property or an amount of money is returned to the
individual--

(A)the individual may contribute such property or an amount equal to the sum of--
(i)the amount of money so returned by the Secretary, and

(in)interest paid under subsection (c) on such amount of money,into such eligible retirement
plan if such contribution is permitted by the plan, or into an individual retirement plan (other
than an endowment contract) to which a rollover contribution of a distribution from such eligible
retirement plan is permitted, but only if such contribution is made not later than the due date
(not including extensions) for filing the return of tax for the taxable year in which such property
or amount of money is returned, and

(B)the Secretary shall, at the time such property or amount of money is returned, notify such
individual that a contribution described in subparagraph (A) may be made.

(2)Treatment as rollover. The distribution on account of the levy and any contribution under paragraph
(2) with respect to the return of such distribution shall be treated for purposes of this title as if such
distribution and contribution were described in section 402(c), 402A(c)(3), 403(a)(4), 403(b)(8),
408(d)(3), 408A(d)(3), or 457(e)(16) [26 USCS § 402(c), 402A(c)(3), 403(a)(4), 403(b)(8), 408(d)(3),
408A(d)(3), or 457(e)(16)], whichever is applicable; except that--
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(A)the contribution shall be treated as having been made for the taxable year in which the
distribution on account of the levy occurred, and the interest paid under subsection (c) shall be
treated as earnings within the plan after the contribution and shall not be included in gross income,

and
(B)such contribution shall not be taken into account under section 408(d)(3)(B) [26 USCS §
408(d)(3)(B)].

(3)Refund, etc., of income tax on levy.

(A)In general. If any amount is includible in gross income for a taxable year by reason of a
distribution on account of a levy referred to in paragraph (1) and any portion of such amount is
treated as a rollover contribution under paragraph (2), any tax imposed by chapter 1 on such
portion shall not be assessed, and if assessed shall be abated, and if collected shall be credited or
refunded as an overpayment made on the due date for filing the return of tax for such taxable year.

(B)Exception. Subparagraph (A) shall not apply to a rollover contribution under this subsection
which is made from an eligible retirement plan which is not a Roth IRA or a designated Roth
account (within the meaning of section 402A [26 USCS § 402A]) to a Roth IRA or a designated
Roth account under an eligible retirement plan.

(4)Interest. Notwithstanding subsection (d), interest shall be allowed under subsection (c) in a case in
which the Secretary makes a determination described in subsection (d)(2)(A) with respect to a levy
upon an individual retirement plan.

(5)Treatment of inherited accounts. For purposes of paragraph (1)(A), section 408(d)(3)(C) [26 USCS
§ 408(d)(3)(C)] shall be disregarded in determining whether an individual retirement plan is a plan to
which a rollover contribution of a distribution from the plan levied upon is permitted.

History

(Aug. 16, 1954, ch 736, 68A Stat. 789; Nov. 2, 1966,P.L. 89-719, Title I, § 104(j), 80 Stat. 1138; Oct. 4, 1976, P.L.
94-455, Title XIX, § 1906(b)(13)(A), 90 Stat. 1834; Dec. 29, 1979, P.L. 96-167, § 4(a), 93 Stat. 1275; Oct. 22, 1986,
P.L. 99-514, Title XV, § 1511(c)(10), 100 Stat. 2745; Nov. 10, 1988, P.L. 100-647, Title VI, § 6236(f), 102 Stat.
3740; July 30, 1996, P.L. 104-168, Title V, § 501(b), 110 Stat. 1460; July 22, 1998, P.L. 105-206, Title I, §
1102(d)(1)(B), Title ll, § 3432(a), 112 Stat. 704, 759.)

(As amended Dec. 22, 2017,P.L. 115-97, Title I, Subtitle A, Part VII, § 11071(a), 131 Stat. 2091; Feb. 9, 2018,
P.L. 115-123, Div D, Title I, § 41104(a), 132 Stat. 155.)

Annotations

Notes

Amendments:

In 2018, P.L. 115-123, Sec. 41104(a) (applicable to amounts paid under subsecs. (b), (c), and (d)(2)(A) of this
section in taxable years beginning after 12/31/2017, as provided by Sec. 41104(b) of P.L. 115-123, which appears
as a note to this section), added subsec. (f).

In 2017, P.L. 115-97, Sec. 11071(a) (applicable to levies made after 12/22/2017, as provided by Sec. 11071(c) of
P.L. 115-97, which appears as a note to this section), amended subsec. (b) by substituting "2 years" for "9 months"
in the concluding matter.
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE F. PROCEDURE AND ADMINISTRATION > CHAPTER 67. INTEREST > SUBCHAPTER
C. DETERMINATION OF INTEREST RATE; COMPOUNDING OF INTEREST

8 6621. Determination of rate of interest.

(a)General rule.
(1)Overpayment rate. The overpayment rate established under this section shall be the sum of--
(A)the Federal short-term rate determined under subsection (b), plus

(B)3 percentage points (2 percentage points in the case of a corporation).To the extent that an
overpayment of tax by a corporation for any taxable period (as defined in subsection (c)(3), applied
by substituting 'overpayment' for 'underpayment’) exceeds $ 10,000, subparagraph (B) shall be
applied by substituting "0.5 percentage point" for "2 percentage points".

(2)Underpayment rate. The underpayment rate established under this section shall be the sum of--
(A)the Federal short-term rate determined under subsection (b), plus
(B)3 percentage points.
(b)Federal short-term rate. For purposes of this section--

(1)General rule. The Secretary shall determine the Federal short-term rate for the first month in each
calendar quarter.

(2)Period during which rate applies.

(A)In general. Except as provided in subparagraph (B), the Federal short-term rate determined
under paragraph (1) for any month shall apply during the first calendar quarter beginning after such
month.

(B)Special rule for individual estimated tax. In determining the addition to tax under section 6654
[26 USCS § 6654] for failure to pay estimated tax for any taxable year, the Federal short-term rate
which applies during the 3rd month following such taxable year shall also apply during the first 15
days of the 4th month following such taxable year.

(3)Federal short-term rate. The federal short-term rate for any month shall be the Federal short-term
rate determined during such month by the Secretary in accordance with section 1274(d) [26 USCS §
1274(d)]. Any such rate shall be rounded to the nearest full percent (or, if a multiple of 1/2 of 1 percent,
such rate shall be increased to the next highest full percent).

(c)Increase in underpayment rate for large corporate underpayments.

(D)In general. For purposes of determining the amount of interest payable under section 6601 [26
USCS § 6601] on any large corporate underpayment for periods after the applicable date, paragraph
(2) of subsection (a) shall be applied by substituting "5 percentage points” for "3 percentage points".

(2)Applicable date. For purposes of this subsection--

(A)In general. The applicable date is the 30th day after the earlier of --
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(hthe date on which the 1st letter of proposed deficiency which allows the taxpayer an
opportunity for administrative review in the Internal Revenue Service Office of Appeals is sent,
or

(ii)the date on which the deficiency notice under section 6212 [26 USCS § 6212] is sent.The
preceding sentence shall be applied without regard to any such letter or notice which is
withdrawn by the Secretary.

(B)Special rules.

(i)Nondeficiency procedures. In the case of any underpayment of any tax imposed by this title
to which the deficiency procedures do not apply, subparagraph (A) shall be applied by taking
into account any letter or notice provided by the Secretary which notifies the taxpayer of the
assessment or proposed assessment of the tax.

(i) Exception where amounts paid in full. For purposes of subparagraph (A), a letter or notice
shall be disregarded if, during the 30-day period beginning on the day on which it was sent, the
taxpayer makes a payment equal to the amount shown as due in such letter or notice, as the
case may be.

(iii)Exception for letters or notices involving small amounts. For purposes of this paragraph,
any letter or notice shall be disregarded if the amount of the deficiency or proposed deficiency
(or the assessment or proposed assessment) set forth in such letter or notice is not greater
than $ 100,000 (determined by not taking into account any interest, penalties, or additions to
tax).

(3)Large corporate underpayment. For purposes of this subsection--

(A)In general. The term "large corporate underpayment" means any underpayment of a tax by a C
corporation for any taxable period if the amount of such underpayment for such period exceeds $
100,000.

(B)Taxable period. For purposes of subparagraph (A), the term "taxable period" means--
(i)in the case of any tax imposed by subtitle A [26 USCS 88 1 et seq.], the taxable year, or
(if)in the case of any other tax, the period to which the underpayment relates.

(d)Elimination of interest on overlapping periods of tax overpayments and underpayments. To the extent that,
for any period, interest is payable under subchapter A [26 USCS 88 6601 et seq.] and allowable under
subchapter B [26 USCS 88 6611 et seq.] on equivalent underpayments and overpayments by the same
taxpayer of tax imposed by this title, the net rate of interest under this section on such amounts shall be zero for
such period.

History

(Added Jan. 3, 1975,P.L. 93-625, § 7(a)(1), 88 Stat. 2114; Oct. 4, 1976, P.L. 94-455, Title XIX, § 1906(b)(13)(A),
90 Stat. 1834; Dec. 29, 1979, P.L. 96-167, § 4(b), 93 Stat. 1275; Aug. 13, 1981, P.L. 97-34, Title VII, § 711(a)-(c),
95 Stat. 340; Sept. 3, 1982, P.L. 97-248, Title Ill, § 345(a), 96 Stat. 636; July 18, 1984, P.L. 98-369, Div A, Title |, §
144(a), 98 Stat. 682; Oct. 22, 1986, P.L. 99-514, Title XV, §§ 1511(a), (c)(1), 1535(a), 100 Stat. 2744, 2750; Nov.
10, 1988, P.L. 100-647, Title I, § 1015(d), 102 Stat. 3569; Dec. 19, 1989, P.L. 101-239, Title VII, § 7721(b), 103
Stat. 2399; Nov. 5, 1990, P.L. 101-508, Title XI, § 11341(a), 104 Stat. 1388-470; Dec. 8, 1994, P.L. 103-465, Title
VII, § 713(a), 108 Stat. 5001; Aug. 20, 1996, P.L. 104-188, Title I, § 1702(c)(6), (7), 110 Stat. 1870; Aug. 5, 1997,
P.L. 105-34, Title XIV, § 1463(a), Title XVI, § 1604(b)(1), 111 Stat. 1057, 1097; July 22, 1998, P.L. 105-206, Title IIl,
§§ 3301(a), 3302(a), 112 Stat. 741.)

Annotations
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE F. PROCEDURE AND ADMINISTRATION > CHAPTER 68. ADDITIONS TO THE TAX,
ADDITIONAL AMOUNTS, AND ASSESSABLE PENALTIES > SUBCHAPTER A. ADDITIONS TO
THE TAX AND ADDITIONAL AMOUNTS > PART I. GENERAL PROVISIONS

8 6651. Failure to file tax return or to pay tax.

(a)Addition to the tax. In case of failure--

(1) [Caution: In the case of any return required to be filed in 2019, see § 3.46 of Rev. Proc. 2017-
58(26 USCS § 1 note) for provision that amount of addition to tax under this subsection for
failure to file tax return within 60 days of due date of such return (determined with regard to any
extensions of time for filing) shall not be less than the lesser of $ 210 or 100 percent of the
amount required to be shown as tax on such returns.] to file any return required under authority of
subchapter A of chapter 61 [26 USCS 8§ 6001 et seq.] (other than part 11l thereof [26 USCS 8§ 6031 et
seq.]), subchapter A of chapter 51 [26 USCS 8§ 5001 et seq.] (relating to distilled spirits, wines, and
beer), or of subchapter A of chapter 52 [26 USCS §§ 5701 et seq.] (relating to tobacco, cigars,
cigarettes, and cigarette papers and tubes), or of subchapter A of chapter 53 [26 USCS 88 5801 et
seq.] (relating to machine guns and certain other firearms), on the date prescribed therefor (determined
with regard to any extension of time for filing), unless it is shown that such failure is due to reasonable
cause and not due to willful neglect, there shall be added to the amount required to be shown as tax on
such return 5 percent of the amount of such tax if the failure is for not more than 1 month, with an
additional 5 percent for each additional month or fraction thereof during which such failure continues,
not exceeding 25 percent in the aggregate;

(2)to pay the amount shown as tax on any return specified in paragraph (1) on or before the date
prescribed for payment of such tax (determined with regard to any extension of time for payment),
unless it is shown that such failure is due to reasonable cause and not due to willful neglect, there shall
be added to the amount shown as tax on such return 0.5 percent of the amount of such tax if the failure
is for not more than 1 month, with an additional 0.5 percent for each additional month or fraction thereof
during which such failure continues, not exceeding 25 percent in the aggregate; or

(3)to pay any amount in respect of any tax required to be shown on a return specified in paragraph (1)
which is not so shown (including an assessment made pursuant to section 6213(b) [26 USCS §
6213(b)]) within 21 calendar days from the date of notice and demand therefor (10 business days if the
amount for which such notice and demand is made equals or exceeds $ 100,000), unless it is shown
that such failure is due to reasonable cause and not due to willful neglect, there shall be added to the
amount of tax stated in such notice and demand 0.5 percent of the amount of such tax if the failure is
for not more than 1 month, with an additional 0.5 percent for each additional month or fraction thereof
during which such failure continues, not exceeding 25 percent in the aggregate.

In the case of a failure to file a return of tax imposed by chapter 1 [26 USCS 8§ 1 et seq.] within 60
days of the date prescribed for filing of such return (determined with regard to any extensions of time
for filing), unless it is shown that such failure is due to reasonable cause and not due to willful neglect,
the addition to tax under paragraph (1) shall not be less than the lesser of $ 205 or 100 percent of the
amount required to be shown as tax on such return.

(b)Penalty imposed on net amount due. For purposes of--
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(1)subsection (a)(1), the amount of tax required to be shown on the return shall be reduced by the
amount of any part of the tax which is paid on or before the date prescribed for payment of the tax and
by the amount of any credit against the tax which may be claimed on the return,

(2)subsection (a)(2), the amount of tax shown on the return shall, for purposes of computing the
addition for any month, be reduced by the amount of any part of the tax which is paid on or before the
beginning of such month and by the amount of any credit against the tax which may be claimed on the
return, and

(3)subsection (a)(3), the amount of tax stated in the notice and demand shall, for the purpose of
computing the addition for any month, be reduced by the amount of any part of the tax which is paid
before the beginning of such month.

(c)Limitations and special rule.

(1)Additions under more than one paragraph. With respect to any return, the amount of the addition
under paragraph (1) of subsection (a) shall be reduced by the amount of the addition under paragraph
(2) of subsection (a) for any month (or fraction thereof) to which an addition to tax applies under both
paragraphs (1) and (2). In any case described in the last sentence of subsection (a), the amount of the
addition under paragraph (1) of subsection (a) shall not be reduced under the preceding sentence
below the amount provided in such last sentence.

(2)Amount of tax shown more than amount required to be shown. If the amount required to be shown
as tax on a return is less than the amount shown as tax on such return, subsections (a)(2) and (b)(2)
shall be applied by substituting such lower amount.

(d)Increase in penalty for failure to pay tax in certain cases.

(1)In general. In the case of each month (or fraction thereof) beginning after the day described in
paragraph (2) of this subsection, paragraphs (2) and (3) of subsection (a) shall be applied by
substituting "1 percent" for "0.5 percent" each place it appears.

(2)Description. For purposes of paragraph (1), the day described in this paragraph is the earlier of--

(A)the day 10 days after the date on which notice is given under section 6331(d) [26 USCS §
6331(d)], or

(B)the day on which notice and demand for immediate payment is given under the last sentence of
section 6331(a) [26 USCS § 6331(a)].

(e)Exception for estimated tax. This section shall not apply to any failure to pay any estimated tax required to
be paid by section 6654 or 6655 [26 USCS § 6654 or 6655].

(FIncrease in penalty for fraudulent failure to file. If any failure to file any return is fraudulent, paragraph (1) of
subsection (a) shall be applied--

(1)by substituting "15 percent" for "5 percent" each place it appears, and
(2)by substituting "75 percent" for "25 percent" .

(g)Treatment of returns prepared by Secretary under section 6020(b). In the case of any return made by the
Secretary under section 6020(b) [26 USCS 8§ 6020(b)]--

(1)such return shall be disregarded for purposes of determining the amount of the addition under
paragraph (1) of subsection (a), but

(2)such return shall be treated as the return filed by the taxpayer for purposes of determining the
amount of the addition under paragraphs (2) and (3) of subsection (a).

(h)Limitation on penalty on individual's failure to pay for months during period of installment agreement. In the
case of an individual who files a return of tax on or before the due date for the return (including extensions),
paragraphs (2) and (3) of subsection (a) shall each be applied by substituting "0.25" for "0.5" each place it
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appears for purposes of determining the addition to tax for any month during which an installment agreement
under section 6159 [26 USCS § 6159] is in effect for the payment of such tax.

(i)Application to imputed underpayment. For purposes of this section, any failure to comply with section
6226(b)(4)(A)(ii) [26 USCS 8§ 6226(b)(4)(A)(i))] shall be treated as a failure to pay the amount described in
subclause (Il) thereof and such amount shall be treated for purposes of this section as an amount shown as tax
on a return specified in subsection (a)(1).

())Adjustment for inflation.

(1)In general. In the case of any return required to be filed in a calendar year beginning after 2014, the
$ 205 dollar amount under subsection (a) shall be increased by an amount equal to such dollar amount
multiplied by the cost-of-living adjustment determined under section 1(f)(3) [26 USCS § 1(f)(3)] for the
calendar year determined by substituting "calendar year 2013" for "calendar year 2016" in
subparagraph (A)(ii) thereof.

(2)Rounding. If any amount adjusted under paragraph (1) is not a multiple of $ 5, such amount shall be
rounded to the next lowest multiple of $ 5.

History

(Aug. 16, 1954, ch 736, 68A Stat. 821; June 28, 1968,P.L. 90-364, Title |, § 103(e)(4), 82 Stat. 264; Dec. 30,
1969, P.L. 91-172, Title IX, § 943(a), 83 Stat. 727; April 1, 1971, P.L. 92-9, § 3(j)(1), 85 Stat. 22; Oct. 4, 1976, P.L.
94-455, Title XIX, § 1904(b)(10)(A)(v), 90 Stat. 1817; Sept. 3, 1982, P.L. 97-248, Title Ill, § 318(a), (b), 96 Stat. 610;
July 18, 1984, P.L. 98-369, Div A, Title IV, § 412(b)(8), 98 Stat. 792; Oct. 22, 1986, P.L. 99-514, Title XV, § 1502(a),
(b), 100 Stat. 2741; Dec. 22, 1987, P.L. 100-203, Title X, § 10301(b)(6), 101 Stat. 1330-429; Dec. 19, 1989, P.L.
101-239, Title VII, § 7741(a), 103 Stat. 2404; July 30, 1996, P.L. 104-168, Title III, § 303(b)(2), Title XIlI, § 1301(a),
110 Stat. 1458, 1475; July 22, 1998, P.L. 105-206, Title Ill, § 3303(a), 112 Stat. 742; June 17, 2008, P.L. 110-245,
Title 111, § 303(a), 122 Stat. 1649; Dec. 19, 2014, P.L. 113-295, Div B, Title Il, § 208(a), 128 Stat. 4072; Feb. 24,
2016, P.L. 114-125, Title IX, § 921(a), (b), 130 Stat. 281.)

(As amended Dec. 22, 2017,P.L. 115-97, Title I, Subtitle A, Part I, § 11002(d)(1)(KK), 131 Stat. 2060; March 23,
2018, P.L. 115-141, Div U, Title Il, § 206(n)(1), Title 1V, 8 401(a)(299)(A), 132 Stat. 1181, 1198.)

Annotations

Notes

Amendments:

In 2018 , P.L. 115-141, Sec. 206(n)(1) (effective as if included in Sec. 1101 of P.L. 114-74, as provided by Sec. 207
of P.L. 115-141, which appears as a note to Code Sec. 6031), redesignated subsec. (i) as subsec. (j); and inserted
new subsec. (i).

--P.L. 115-141, Sec. 401(a)(299)(A), purported to amended subsec. (i)(1) by inserting "an amount equal to" and
by inserting "for the calendar year"; however, such amendment was executed in subsec. (j), in order to effectuate
the probable intent of Congress.

In 2017 , P.L. 115-97, Sec. 11002(d)(1)(KK) (applicable to taxable years beginning after 12/31/2017, as provided by
Sec. 11002(e) of P.L. 115-97, which appears as a note to Code Sec. 1), amended subsec. (i)(1) by substituting "for
‘calendar year 2016' in subparagraph (A)(ii)" for "for 'calendar year 1992' in subparagraph (B)".
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE F. PROCEDURE AND ADMINISTRATION > CHAPTER 68. ADDITIONS TO THE TAX,
ADDITIONAL AMOUNTS, AND ASSESSABLE PENALTIES > SUBCHAPTER A. ADDITIONS TO
THE TAX AND ADDITIONAL AMOUNTS > PART I. GENERAL PROVISIONS

8 6654. Failure by individual to pay estimated income tax.

(a)Addition to the tax. Except as otherwise provided in this section, in the case of any underpayment of
estimated tax by an individual, there shall be added to the tax under chapter 1 [26 USCS 88 1 et seq.], the tax
under chapter 2 [26 USCS 88 1401 et seq.], and the tax under chapter 2A [26 USCS 8§ 1411] for the taxable
year an amount determined by applying--

(1)the underpayment rate established under section 6621 [26 USCS § 6621],
(2)to the amount of the underpayment,
(3)for the period of the underpayment.
(b)Amount of underpayment; period of underpayment. For purposes of subsection (a)
(1) Amount. The amount of the underpayment shall be the excess of--
(A)the required installment, over
(B)the amount (if any) of the installment paid on or before the due date for the installment.

(2)Period of underpayment. The period of the underpayment shall run from the due date for the
installment to whichever of the following dates is the earlier--

(A)the 15th day of the 4th month following the close of the taxable year, or

(B)with respect to any portion of the underpayment, the date on which such portion is paid.

(3)Order of crediting payments. For purposes of paragraph (2)(B), a payment of estimated tax shall be
credited against unpaid required installments in the order in which such installments are required to be

paid.
(c)Number of required installments; due dates. For purposes of this section--
(1)Payable in 4 installments. There shall be 4 required installments for each taxable year.

(2)Time for payment of installments.

In the case of the

foll owi ng required

instal |l nents: The due date is:
Ist ... ... April 15
2nd ... June 15
3rd ... Sept enber 15
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Ath ........... January 15 of the fol-
| owi ng taxabl e year.
(d)Amount of required installments. For purposes of this section--
(1)Amount.

(A)In general. Except as provided in paragraph (2), the amount of any required installment shall be
25 percent of the required annual payment.

(B)Required annual payment. For purposes of subparagraph (A), the term 'required annual
payment' means the lesser of--

(1)90 percent of the tax shown on the return for the taxable year (or, if no return is filed, 90
percent of the tax for such year), or

(i1)100 percent of the tax shown on the return of the individual for the preceding taxable
year.Clause (ii) shall not apply if the preceding taxable year was not a taxable year of 12
months or if the individual did not file a return for such preceding taxable year.

(C)Limitation on use of preceding year's tax.

()In general. If the adjusted gross income shown on the return of the individual for the
preceding taxable year beginning in any calendar year exceeds $ 150,000, clause (ii) of
subparagraph (B) shall be applied by substituting "110 percent" for "100 percent".

(i)Separate returns. In the case of a married individual (within the meaning of section 7703 [26
USCS § 7703]) who files a separate return for the taxable year for which the amount of the
installment is being determined, clause (i) shall be applied by substituting '$ 75,000' for '$
150,000'.

(iii)Special rule. In the case of an estate or trust, adjusted gross income shall be determined as
provided in section 67(e) [26 USCS § 67(e)].

(D)[Deleted]

(2)Lower required installment where annualized income installment is less than amount determined
under paragraph (1).

(A)In general. In the case of any required installment, if the individual establishes that the
annualized income installment is less than the amount determined under paragraph (1)--
(i)the amount of such required installment shall be the annualized income installment, and

(iNany reduction in a required installment resulting from the application of this subparagraph
shall be recaptured by increasing the amount of the next required installment determined under
paragraph (1) by the amount of such reduction (and by increasing subsequent required
installments to the extent that the reduction has not previously been recaptured under this
clause).

(B)Determination of annualized income installment. In the case of any required installment, the
annualized income installment is the excess (if any) of--

(an amount equal to the applicable percentage of the tax for the taxable year computed by
placing on an annualized basis the taxable income, alternative minimum taxable income, and
adjusted self-employment income for months in the taxable year ending before the due date for
the installment, over

(ifthe aggregate amount of any prior required installments for the taxable year.

(C)Special rules. For purposes of this paragraph--
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()Annualization. The taxable income, alternative minimum taxable income, and adjusted self-
employment income shall be placed on an annualized basis under regulations prescribed by
the Secretary.

(ii)Applicable percentage.

In the case of the follow ng The applicable
required installments: percent age is:
ISt 22.5
2Nd 45
Brd 67.5
Ath o, 90.

(iif)Adjusted self-employment income. The term "adjusted self-employment income" means
self-employment income (as defined in section 1402(b) [26 USCS § 1402(b)]); except that
section 1402(b) [26 USCS § 1402(b)] shall be applied by placing wages (within the meaning of
section 1402(b) [26 USCS § 1402(b)]) for months in the taxable year ending before the due
date for the installment on an annualized basis consistent with clause (i).

(D)Treatment of subpart F income.

(i)In general. Any amounts required to be included in gross income under section 951(a) [26
USCS § 951(a)] (and credits properly allocable thereto) shall be taken into account in
computing any annualized income installment under subparagraph (B) in a manner similar to
the manner under which partnership income inclusions (and credits properly allocable thereto)
are taken into account.

(in)Prior year safe harbor. If a taxpayer elects to have this clause apply to any taxable year--
(Dclause (i) shall not apply, and

(IDfor purposes of computing any annualized income installment for such taxable year, the
taxpayer shall be treated as having received ratably during such taxable year items of
income and credit described in clause (i) in an amount equal to the amount of such items
shown on the return of the taxpayer for the preceding taxable year (the second preceding
taxable year in the case of the first and second required installments for such taxable year).

(e)Exceptions.

(1)Where tax is small amount. No addition to tax shall be imposed under subsection (a) for any taxable
year if the tax shown on the return for such taxable year (or, if no return is filed, the tax), reduced by the
credit allowable under section 31 [26 USCS § 31], is less than $ 1,000.

(2)Where no tax liability for preceding taxable year. No addition to tax shall be imposed under
subsection (a) for any taxable year if--

(A)the preceding taxable year was a taxable year of 12 months,
(B)the individual did not have any liability for tax for the preceding taxable year, and

(O)the individual was a citizen or resident of the United States throughout the preceding taxable
year.

(3)Waiver in certain cases.

(A)In general. No addition to tax shall be imposed under subsection (a) with respect to any
underpayment to the extent the Secretary determines that by reason of casualty, disaster, or other
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unusual circumstances the imposition of such addition to tax would be against equity and good
conscience.

(B)Newly retired or disabled individuals. No addition to tax shall be imposed under subsection (a)
with respect to any underpayment if the Secretary determines that--

(hthe taxpayer--
(Dretired after having attained age 62, or

(INbecame disabled,in the taxable year for which estimated payments were required to be
made or in the taxable year preceding such taxable year, and

(if)such underpayment was due to reasonable cause and not to willful neglect.
(f)Tax computed after application of credits against tax. For purposes of this section, the term "tax" means--

(1)the tax imposed by chapter 1 [26 USCS 8§ 1 et seq.] (other than any increase in such tax by reason
of section 143(m) [26 USCS § 143(m)]), plus

(2)the tax imposed by chapter 2 [26 USCS 88 1401 et seq.], plus
(3)the tax imposed by chapter 2A [26 USCS § 1411], minus

(4)the credits against tax provided by part IV of subchapter A of chapter 1 [26 USCS 88 21 et seq.],
other than the credit against tax provided by section 31 [26 USCS § 31] (relating to tax withheld on
wages).

(9)Application of section in case of tax withheld on wages.

(D)In general. For purposes of applying this section, the amount of the credit allowed under section 31
[26 USCS § 31] for the taxable year shall be deemed a payment of estimated tax, and an equal part of
such amount shall be deemed paid on each due date for such taxable year, unless the taxpayer
establishes the dates on which all amounts were actually withheld, in which case the amounts so
withheld shall be deemed payments of estimated tax on the dates on which such amounts were
actually withheld.

(2)Separate application. The taxpayer may apply paragraph (1) separately with respect to--
(A)wage withholding, and
(B)all other amounts withheld for which credit is allowed under section 31 [26 USCS § 31].

(h)Special rule where return filed on or before January 31. If, on or before January 31 of the following taxable
year, the taxpayer files a return for the taxable year and pays in full the amount computed on the return as
payable, then no addition to tax shall be imposed under subsection (a) with respect to any underpayment of the
4th required installment for the taxable year.

(i)Special rules for farmers and fishermen. For purposes of this section--
(1)In general. If an individual is a farmer or fisherman for any taxable year--
(A)there shall be only 1 required installment for the taxable year,
(B)the due date for such installment shall be January 15 of the following taxable year,

(C)the amount of such installment shall be equal to the required annual payment determined under
subsection (d)(1)(B) by substituting "66 2/3 percent" for "90 percent" and without regard to
subparagraph (C) of subsection (d)(1), and

(D)subsection (h) shall be applied--
(i)by substituting "March 1" for "January 31", and

(ih)by treating the required installment described in subparagraph (A) of this paragraph as the
4th required installment.
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(2)Farmer or fisherman defined. An individual is a farmer or fisherman for any taxable year if--

(A)the individual's gross income from farming or fishing (including oyster farming) for the taxable
year is at least 66 2/3 percent of the total gross income from all sources for the taxable year, or

(B)such individual's gross income from farming or fishing (including oyster farming) shown on the
return of the individual for the preceding taxable year is at least 66 2/3 percent of the total gross
income from all sources shown on such return.

(i)Special rules for nonresident aliens. In the case of a nonresident alien described in section 6072(c) [26
USCS 8 6072(c)]:

(1)Payable in 3 installments. There shall be 3 required installments for the taxable year.

(2)Time for payment of installments. The due dates for required installments under this subsection
shall be determined under the following table:

In the case of the follow ng

required installments: The due date is:
Ist .o June 15
2nd . Sept enber 15
3rd L, January 15 of

the foll owi ng
taxabl e year.
(3)Amount of required installments.

(A)First required installment. In the case of the first required installment, subsection (d) shall be
applied by substituting '50 percent' for '25 percent' in subsection (d)(1)(A).

(B)Determination of applicable percentage. The applicable percentage for purposes of subsection
(d)(2) shall be determined under the following table:

In the case of the follow ng The applicable
required installments: percentage is:
ISt 45
2Nd 67.5
Brd 90.

(k)Fiscal years and short years.

(1)Fiscal years. In applying this section to a taxable year beginning on any date other than January 1,
there shall be substituted, for the months specified in this section, the months which correspond
thereto.

(2)Short taxable year. This section shall be applied to taxable years of less than 12 months in
accordance with regulations prescribed by the Secretary.

(IEstates and trusts.

(1)In general. Except as otherwise provided in this subsection, this section shall apply to any estate or
trust.
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(2)Exception for estates and certain trusts. With respect to any taxable year ending before the date 2
years after the date of the decedent's death, this section shall not apply to--

(A)the estate of such decedent, or

(B)any trust--

(hall of which was treated (under subpart E of part | of subchapter J of chapter 1 [26 USCS 88
671 et seq.]) as owned by the decedent, and

(iNto which the residue of the decedent's estate will pass under his will (or, if no will is admitted
to probate, which is the trust primarily responsible for paying debts, taxes, and expenses of
administration).

(3)Exception for charitable trusts and private foundations. This section shall not apply to any trust
which is subject to the tax imposed by section 511 [26 USCS 8 511] or which is a private foundation.

(4)Special rule for annualizations. In the case of any estate or trust to which this section applies,
subsection (d)(2)(B)(i) shall be applied by substituting "ending before the date 1 month before the due
date for the installment" for "ending before the due date for the installment".

(m)Special rule for Medicare tax. For purposes of this section, the tax imposed under section 3101(b)(2) [26
USCS § 3101(b)(2)] (to the extent not withheld) shall be treated as a tax imposed under chapter 2 [26 USCS 8§
1401 et seq.].

(n)Regulations. The Secretary shall prescribe such regulations as may be necessary to carry out the purposes
of this section.

History

(Aug. 16, 1954, ch 736, 68A Stat. 823; Sept. 25, 1962,P.L. 87-682, § 1(a)(4), 76 Stat. 575; March 15, 1966, P.L.
89-368, Title 1, § 102(b)(1)-(3), 103(a), 80 Stat. 62-64; Dec. 30, 1969, P.L. 91-172, Title III, § 301(b)(13), 83 Stat.
586; March 17, 1971, P.L. 92-5, Title 11, § 203(b)(7), 85 Stat. 11; July 1, 1972, P.L. 92-336, Title II, § 203(b)(7), 86
Stat. 420; July 9, 1973, P.L. 93-66, Title II, § 203(b)(7), (d), 87 Stat. 153; Dec. 31, 1973, P.L. 93-233, § 5(b)(7), (d),
87 Stat. 954; Jan. 3, 1975, P.L. 93-625, § 7(c), 88 Stat. 2115; Oct. 4, 1976, P.L. 94-455, Title XIX, § 1906(a)(35),
(b)(13)(A), 90 Stat. 1829, 1834; May 23, 1977, P.L. 95-30, Title I, § 102(b)(16), 91 Stat. 139; Nov. 6, 1978, P.L. 95-
600, Title IV, § 421(e)(9), 92 Stat. 2877; Aug. 13, 1981, P.L. 97-34, Title VI, § 601(a)(6)(A), Title VII, § 725(b),
(c)(5), 95 Stat. 336, 346; Sept. 3, 1982, P.L. 97-248, Title Il, § 207(d)(7) [207(c)(7)], Title 11, §§ 307(a)(14), 308(a),
328(a), 96 Stat. 420, 590, 591, 618; Jan. 12, 1983, P.L. 97-448, Title I, § 106(a)(4)(C), 107(c)(1), Title II, § 201(j)(3),
Title 111, § 306(a)(1)(A)(i), 96 Stat. 2390, 2391, 2396, 2400; Aug. 5, 1983, P.L. 98-67, Title I, § 102(a), 97 Stat. 369;
July 18, 1984, P.L. 98-369, Div A, Title IV, § 411, 98 Stat. 788; Oct. 22, 1986, P.L. 99-514, Title XIV, § 1404(a), Title
XV, 88 1511(c)(14), 1541(a), (b), Title XVIII, § 1841, 100 Stat. 2713, 2745, 2751, 2852; Aug. 23, 1988, P.L. 100-
418, Title I, § 1941(b)(6)(A), 102 Stat. 1324; Nov. 10, 1988, P.L. 100-647, Title I, § 1014(d)(1), (2), Title IV, §
4005(g)(5), 102 Stat. 3560, 3651; Dec. 19, 1989, P.L. 101-239, Title VII, § 7811(j)(5), (6), 103 Stat. 2411, 2412;
Nov. 15, 1991, P.L. 102-164, Title IV, § 403(a), (b), 105 Stat. 1062, 1064; Aug. 10, 1993, P.L. 103-66, Title XIII, §
13214(a), (b), 107 Stat. 475; Dec. 8, 1994, P.L. 103-465, Title VII, § 711(b), 108 Stat. 4998; Aug. 5, 1997, P.L. 105-
34, Title X, § 1091(a), Title XII, § 1202(a), 111 Stat. 962, 994; Oct. 21, 1998, P.L. 105-277, Div J, Title II, § 2003(a),
112 Stat. 2681-901; Dec. 17, 1999, P.L. 106-170, Title V, § 531(a), 113 Stat. 1928; Feb. 17, 2009, P.L. 111-5, Div
B, Title I, Subtitie C, Part II, § 1212, 123 Stat. 336; March 30, 2010, P.L. 111-152, Title I, Subtitle E, § 1402(a)(2),
(b)(2), 124 Stat. 1062, 1063.)

(As amended March 23, 2018,P.L. 115-141, Div U, Title 1V, § 401(a)(301), (302), (b)(48), (49), (d)(1)(D)(xix), 132
Stat. 1199, 1204, 1205, 1208.)

Annotations
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE F. PROCEDURE AND ADMINISTRATION > CHAPTER 68. ADDITIONS TO THE TAX,
ADDITIONAL AMOUNTS, AND ASSESSABLE PENALTIES > SUBCHAPTER A. ADDITIONS TO
THE TAX AND ADDITIONAL AMOUNTS > PART Il. ACCURACY-RELATED AND FRAUD
PENALTIES

8§ 6662. Imposition of accuracy-related penalty on underpayments.

(a)lmposition of penalty. If this section applies to any portion of an underpayment of tax required to be shown
on a return, there shall be added to the tax an amount equal to 20 percent of the portion of the underpayment to
which this section applies.

(b)Portion of underpayment to which section applies. This section shall apply to the portion of any
underpayment which is attributable to 1 or more of the following:

(1)Negligence or disregard of rules or regulations.

(2)Any substantial understatement of income tax.

(3)Any substantial valuation misstatement under chapter 1 [26 USCS 88 1 et seq.].
(4)Any substantial overstatement of pension liabilities.

(5)Any substantial estate or gift tax valuation understatement.

(6)Any disallowance of claimed tax benefits by reason of a transaction lacking economic substance
(within the meaning of section 7701(o) [26 USCS § 7701(0)]) or failing to meet the requirements of any
similar rule of law.

(7)Any undisclosed foreign financial asset understatement.

(8)Any inconsistent estate basis.

This section shall not apply to any portion of an underpayment on which a penalty is imposed under
section 6663 [26 USCS § 6663]. Except as provided in paragraph (1) or (2)(B) of section 6662A(e) [26
USCS § 6662A(e)], this section shall not apply to the portion of any underpayment which is attributable
to a reportable transaction understatement on which a penalty is imposed under section 6662A [26
USCS § 6662A].

(c)Negligence. For purposes of this section, the term "negligence" includes any failure to make a reasonable
attempt to comply with the provisions of this title, and the term "disregard" includes any careless, reckless, or
intentional disregard.

(d)Substantial understatement of income tax.
(1)Substantial understatement.

(A)In general. For purposes of this section, there is a substantial understatement of income tax for
any taxable year if the amount of the understatement for the taxable year exceeds the greater of--

()10 percent of the tax required to be shown on the return for the taxable year, or

(ii)$ 5,000.
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(B)Special rule for corporations. In the case of a corporation other than an S corporation or a

personal holding company (as defined in section 542 [26 USCS § 542]), there is a substantial
understatement of income tax for any taxable year if the amount of the understatement for the
taxable year exceeds the lesser of--

()10 percent of the tax required to be shown on the return for the taxable year (or, if greater, $
10,000), or

(i))$ 10,000,000.

(C)Special rule for taxpayers claiming section 199A deduction. In the case of any taxpayer who
claims any deduction allowed under section 199A [26 USCS § 199A] for the taxable year,
subparagraph (A) shall be applied by substituting "5 percent" for "10 percent".

(2)Understatement.
(A)In general. For purposes of paragraph (1), the term "understatement" means the excess of--
(hthe amount of the tax required to be shown on the return for the taxable year, over

(if)the amount of the tax imposed which is shown on the return, reduced by any rebate (within
the meaning of section 6211(b)(2) [26 USCS § 6211(b)(2)]).The excess under the preceding
sentence shall be determined without regard to items to which section 6662A [26 USCS §
6662A] applies.

(B)Reduction for understatement due to position of taxpayer or disclosed item. The amount of the
understatement under subparagraph (A) shall be reduced by that portion of the understatement
which is attributable to--

(the tax treatment of any item by the taxpayer if there is or was substantial authority for such
treatment, or

(inany item if--

(Dthe relevant facts affecting the item's tax treatment are adequately disclosed in the return
or in a statement attached to the return, and

(INthere is a reasonable basis for the tax treatment of such item by the taxpayer.For
purposes of clause (ii)(Il), in no event shall a corporation be treated as having a reasonable
basis for its tax treatment of an item attributable to a multiple-party financing transaction if
such treatment does not clearly reflect the income of the corporation.

(C)Reduction not to apply to tax shelters.
()In general. Subparagraph (B) shall not apply to any item attributable to a tax shelter.
(if)Tax shelter. For purposes of clause (i), the term "tax shelter* means--
(Na partnership or other entity,
(Iany investment plan or arrangement, or

(Ilhany other plan or arrangement,if a significant purpose of such partnership, entity, plan,
or arrangement is the avoidance or evasion of Federal income tax.

(3)Secretarial list. The Secretary may prescribe a list of positions which the Secretary believes do not
meet 1 or more of the standards specified in paragraph (2)(B)(i), section 6664(d)(3) [26 USCS §
6664(d)(3)], and section 6694(a)(1) [26 USCS § 6694(a)(1)]. Such list (and any revisions thereof) shall
be published in the Federal Register or the Internal Revenue Bulletin.

(e)Substantial valuation misstatement under chapter 1.

(D)In general. For purposes of this section, there is a substantial valuation misstatement under chapter
1[26 USCS 8§ 1 et seq.] if--
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(A)the value of any property (or the adjusted basis of any property) claimed on any return of tax
imposed by chapter | [26 USCS 88 1 et seq.] is 150 percent or more of the amount determined to
be the correct amount of such valuation or adjusted basis (as the case may be), or

(B)

(Ythe price for any property or services (or for the use of property) claimed on any such return
in connection with any transaction between persons described in section 482 [26 USCS § 482]
is 200 percent or more (or 50 percent or less) of the amount determined under section 482 [26
USCS 8§ 482] to be the correct amount of such price, or

(if)the net section 482 [26 USCS § 482] transfer price adjustment for the taxable year exceeds
the lesser of $ 5,000,000 or 10 percent of the taxpayer's gross receipts.

(2)Limitation. No penalty shall be imposed by reason of subsection (b)(3) unless the portion of the
underpayment for the taxable year attributable to substantial valuation misstatements under chapter 1
[26 USCS 88 1 et seq.] exceeds $ 5,000 ($ 10,000 in the case of a corporation other than an S
corporation or a personal holding company (as defined in section 542) [26 USCS § 542]).

(3)Net section 482 transfer price adjustment. For purposes of this subsection--

(A)In general. The term "net section 482 transfer price adjustment” means, with respect to any
taxable year, the net increase in taxable income for the taxable year (determined without regard to
any amount carried to such taxable year from another taxable year) resulting from adjustments
under section 482 [26 USCS § 482] in the price for any property or services (or for the use of

property).

(B)Certain adjustments excluded in determining threshold. For purposes of determining whether
the threshold requirements of paragraph (1)(B)(ii) are met, the following shall be excluded:

()Any portion of the net increase in taxable income referred to in subparagraph (A) which is
attributable to any redetermination of a price if--

(Dit is established that the taxpayer determined such price in accordance with a specific
pricing method set forth in the regulations prescribed under section 482 [26 USCS 8§ 482]
and that the taxpayer's use of such method was reasonable,

(INthe taxpayer has documentation (which was in existence as of the time of filing the
return) which sets forth the determination of such price in accordance with such a method
and which establishes that the use of such method was reasonable, and

(IINthe taxpayer provides such documentation to the Secretary within 30 days of a request
for such documentation.

(if)Any portion of the net increase in taxable income referred to in subparagraph (A) which is
attributable to a redetermination of price where such price was not determined in accordance
with such a specific pricing method if--

(Dthe taxpayer establishes that none of such pricing methods was likely to result in a price
that would clearly reflect income, the taxpayer used another pricing method to determine
such price, and such other pricing method was likely to result in a price that would clearly
reflect income,

(INthe taxpayer has documentation (which was in existence as of the time of filing the
return) which sets forth the determination of such price in accordance with such other
method and which establishes that the requirements of subclause () were satisfied, and

(IINthe taxpayer provides such documentation to the Secretary within 30 days of request
for such documentation.
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(iiAny portion of such net increase which is attributable to any transaction solely between
foreign corporations unless, in the case of any such corporations, the treatment of such
transaction affects the determination of income from sources within the United States or
taxable income effectively connected with the conduct of a trade or business within the United
States.

(C)Special rule. If the regular tax (as defined in section 55(c) [26 USCS § 55(c)]) imposed by
chapter 1 [26 USCS 88 1 et seq.] on the taxpayer is determined by reference to an amount other
than taxable income, such amount shall be treated as the taxable income of such taxpayer for
purposes of this paragraph.

(D)Coordination with reasonable cause exception. For purposes of section 6664(c) [26 USCS §
6664(c)] the taxpayer shall not be treated as having reasonable cause for any portion of an
underpayment attributable to a net section 482 transfer price adjustment unless such taxpayer
meets the requirements of clause (i), (i), or (iii) of subparagraph (B) with respect to such portion.

(f)Substantial overstatement of pension liabilities.

(1)In general. For purposes of this section, there is a substantial overstatement of pension liabilities if
the actuarial determination of the liabilities taken into account for purposes of computing the deduction
under paragraph (1) or (2) of section 404(a) [26 USCS § 404(a)] is 200 percent or more of the amount
determined to be the correct amount of such liabilities.

(2)Limitation. No penalty shall be imposed by reason of subsection (b)(4) unless the portion of the
underpayment for the taxable year attributable to substantial overstatements of pension liabilities
exceeds $ 1,000.

(g)Substantial estate or gift tax valuation understatement.

(1)In general. For purposes of this section, there is a substantial estate or gift tax valuation
understatement if the value of any property claimed on any return of tax imposed by subtitle B [26
USCS 88 2001 et seq.] is 65 percent or less of the amount determined to be the correct amount of such
valuation.

(2)Limitation. No penalty shall be imposed by reason of subsection (b)(5) unless the portion of the
underpayment attributable to substantial estate or gift tax valuation understatements for the taxable
period (or, in the case of the tax imposed by chapter 11 [26 USCS 88 2001 et seq.], with respect to the
estate of the decedent) exceeds $ 5,000.

(h)Increase in penalty in case of gross valuation misstatements.

(1)In general. To the extent that a portion of the underpayment to which this section applies is
attributable to one or more gross valuation misstatements, subsection (a) shall be applied with respect
to such portion by substituting "40 percent" for "20 percent".

(2)Gross valuation misstatements. The term "gross valuation misstatements" means--

(A)any substantial valuation misstatement under chapter 1 [26 USCS 88§ 1 et seq.] as determined
under subsection (e) by substituting--

(i)in paragraph (1)(A), "200 percent” for "150 percent”,
(if)in paragraph (1)(B)(i)--

(N"400 percent" for "200 percent", and

(I1)"25 percent” for "50 percent", and
(iiM)in paragraph (1)(B)(ii)--

()"$ 20,000,000" for "$ 5,000,000", and

(IN"20 percent" for "10 percent".
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(B)any substantial overstatement of pension liabilities as determined under subsection (f) by
substituting "400 percent" for "200 percent"”, and

(C)any substantial estate or gift tax valuation understatement as determined under subsection (g)
by substituting "40 percent" for "65 percent".

()Increase in penalty in case of nondisclosed noneconomic substance transactions.

(D)In general. In the case of any portion of an underpayment which is attributable to one or more
nondisclosed noneconomic substance transactions, subsection (a) shall be applied with respect to such
portion by substituting "40 percent" for "20 percent".

(2)Nondisclosed noneconomic substance transactions. For purposes of this subsection, the term
"nondisclosed noneconomic substance transaction" means any portion of a transaction described in
subsection (b)(6) with respect to which the relevant facts affecting the tax treatment are not adequately
disclosed in the return nor in a statement attached to the return.

(3)Special rule for amended returns. In no event shall any amendment or supplement to a return of tax
be taken into account for purposes of this subsection if the amendment or supplement is filed after the
earlier of the date the taxpayer is first contacted by the Secretary regarding the examination of the
return or such other date as is specified by the Secretary.

(l)Undisclosed foreign financial asset understatement.

(1)In general. For purposes of this section, the term "undisclosed foreign financial asset
understatement" means, for any taxable year, the portion of the understatement for such taxable year
which is attributable to any transaction involving an undisclosed foreign financial asset.

(2)Undisclosed foreign financial asset. For purposes of this subsection, the term "undisclosed foreign
financial asset" means, with respect to any taxable year, any asset with respect to which information
was required to be provided under section 6038, 6038B, 6038D, 6046A, or 6048 [26 USCS § 6038,
6038B, 6038D, 6046A, or 6048] for such taxable year but was not provided by the taxpayer as required
under the provisions of those sections.

(3)Increase in penalty for undisclosed foreign financial asset understatements. In the case of any
portion of an underpayment which is attributable to any undisclosed foreign financial asset
understatement, subsection (a) shall be applied with respect to such portion by substituting "40
percent" for "20 percent".

(k)Inconsistent estate basis reporting. For purposes of this section, the term "inconsistent estate basis" means
any portion of an underpayment attributable to the failure to comply with section 1014(f) [26 USCS § 1014(f)].

History

(Added Dec. 19, 1989,P.L. 101-239, Title VII, 8 7721(a), 103 Stat. 2395; Nov. 5, 1990, P.L. 101-508, Title XI, §
11312(a), (b), 104 Stat. 1388-454, 1388-455; Aug. 10, 1993, P.L. 103-66, Title XIlI, 8§ 13236(a)-(d), 13251(a), 107
Stat. 505, 506, 531; Dec. 8, 1994, P.L. 103-465, Title VII, § 744(a), (b), 108 Stat. 5011; Aug. 5, 1997, P.L. 105-34,
Title X, 8 1028(c), 111 Stat. 928; Oct. 22, 2004, P.L. 108-357, Title VIII, Subtitle B, Part |, 88 812(b), (d), (e)(1),
819(a), (b), 118 Stat. 1578, 1580, 1584; Dec. 21, 2005, P.L. 109-135, Title IV, Subtitle A, 8§ 403(x)(1), 412(aaa),
119 Stat. 2629, 2641; Aug. 17, 2006, P.L. 109-280, Title XII, Subtitle B, Part 1, § 1219(a)(1), (2), 120 Stat. 1083;
March 18, 2010, P.L. 111-147, Title V, Subtitle A, Part Il, § 512(a), 124 Stat. 110; March 30, 2010, P.L. 111-152,
Title I, Subtitle E, § 1409(b)(1), (2), 124 Stat. 1069; Dec. 19, 2014, P.L. 113-295, Div A, Title II, § 208(a), 128 Stat.
4028; July 31, 2015, P.L. 114-41, Title Il, 8 2004(c), 129 Stat. 456.)

(As amended Dec. 22, 2017,P.L. 115-97, Title I, Subtitle A, Part 1l, § 11011(c), 131 Stat. 2070; March 23, 2018,

P.L. 115-141, Div T, § 101(a)(2)(A), Div U, Title I, § 104(a), Title IV, § 401(a)(303), (304), 132 Stat. 1155, 1170,
1189.)
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Current through PL 115-270, approved 10/23/18

United States Code Service - Titles 1 through 54 > TITLE 26. INTERNAL REVENUE CODE >
SUBTITLE F. PROCEDURE AND ADMINISTRATION > CHAPTER 68. ADDITIONS TO THE TAX,
ADDITIONAL AMOUNTS, AND ASSESSABLE PENALTIES > SUBCHAPTER B. ASSESSABLE
PENALTIES > PART I. GENERAL PROVISIONS

8§ 6672. Failure to collect and pay over tax, or attempt to evade or defeat tax.

(a)General rule. Any person required to collect, truthfully account for, and pay over any tax imposed by this title
who willfully fails to collect such tax, or truthfully account for and pay over such tax, or willfully attempts in any
manner to evade or defeat any such tax or the payment thereof, shall, in addition to other penalties provided by
law, be liable to a penalty equal to the total amount of the tax evaded, or not collected, or not accounted for and
paid over. No penalty shall be imposed under section 6653 [26 USCS § 6653] or part Il of subchapter A of
chapter 68 [26 USCS 88 6662 et seq.] for any offense to which this section is applicable.

(b)Preliminary notice requirement.

(1)In general. No penalty shall be imposed under subsection (a) unless the Secretary notifies the
taxpayer in writing by mail to an address as determined under section 6212(b) [26 USCS § 6212(b)] or
in person that the taxpayer shall be subject to an assessment of such penalty.

(2)Timing of notice. The mailing of the notice described in paragraph (1) (or, in the case of such a
notice delivered in person, such delivery) shall precede any notice and demand of any penalty under
subsection (a) by at least 60 days.

(3)Statute of limitations. If a notice described in paragraph (1) with respect to any penalty is mailed or
delivered in person before the expiration of the period provided by section 6501 [26 USCS § 6501] for
the assessment of such penalty (determined without regard to this paragraph), the period provided by
such section for the assessment of such penalty shall not expire before the later of--

(A)the date 90 days after the date on which such notice was mailed or delivered in person, or

(B)if there is a timely protest of the proposed assessment, the date 30 days after the Secretary
makes a final administrative determination with respect to such protest.

(4)Exception for jeopardy. This subsection shall not apply if the Secretary finds that the collection of
the penalty is in jeopardy.
(c)Extension of period of collection where bond is filed.

(D)In general. If, within 30 days after the day on which notice and demand of any penalty under
subsection (a) is made against any person, such person--

(A)pays an amount which is not less than the minimum amount required to commence a
proceeding in court with respect to his liability for such penalty,

(B)files a claim for refund of the amount so paid, and

(C)furnishes a bond which meets the requirements of paragraph (3),no levy or proceeding in court
for the collection of the remainder of such penalty shall be made, begun, or prosecuted until a final
resolution of a proceeding begun as provided in paragraph (2). Notwithstanding the provisions of
section 7421(a) [26 USCS § 7421(a)], the beginning of such proceeding or levy during the time
such prohibition is in force may be enjoined by a proceeding in the proper court. Nothing in this
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paragraph shall be construed to prohibit any counterclaim for the remainder of such penalty in a
proceeding begun as provided in paragraph (2).

(2)Suit must be brought to determine liability for penalty. If, within 30 days after the day on which his
claim for refund with respect to any penalty under subsection (a) is denied, the person described in
paragraph (1) fails to begin a proceeding in the appropriate United States district court (or in the Court
of Federal Claims) for the determination of his liability for such penalty, paragraph (1) shall cease to
apply with respect to such penalty, effective on the day following the close of the 30-day period referred
to in this paragraph.

(3)Bond. The bond referred to in paragraph (1) shall be in such form and with such sureties as the
Secretary may by regulations prescribe and shall be in an amount equal to 1 1/2 times the amount of
excess of the penalty assessed over the payment described in paragraph (1).

(4)Suspension of running of period of limitations on collection. The running of the period of limitations
provided in section 6502 [26 USCS § 6502] on the collection by levy or by a proceeding in court in
respect of any penalty described in paragraph (1) shall be suspended for the period during which the
Secretary is prohibited from collecting by levy or a proceeding in court.

(5)Jeopardy collection. If the Secretary makes a finding that the collection of the penalty is in jeopardy,
nothing in this subsection shall prevent the immediate collection of such penalty.

(d)Right of contribution where more thanl person liable for penalty. If more than 1 person is liable for the
penalty under subsection (a) with respect to any tax, each person who paid such penalty shall be entitled to
recover from other persons who are liable for such penalty an amount equal to the excess of the amount paid
by such person over such person's proportionate share of the penalty. Any claim for such a recovery may be
made only in a proceeding which is separate from, and is not joined or consolidated with--

(2)an action for collection of such penalty brought by the United States, or

(2)a proceeding in which the United States files a counterclaim or third-party complaint for the collection
of such penalty.

(e)Exception for voluntary board members of tax-exempt organizations. No penalty shall be imposed by
subsection (a) on any unpaid, volunteer member of any board of trustees or directors of an organization exempt
from tax under subtitle A [26 USCS 88 1 et seq.] if such member--

(1)is solely serving in an honorary capacity,
(2)does not participate in the day-to-day or financial operations of the organization, and

(3)does not have actual knowledge of the failure on which such penalty is imposed.

The preceding sentence shall not apply if it results in no person being liable for the penalty imposed by
subsection (a).

(Aug. 16, 1954, ch 736, 68A Stat. 828; Nov. 10, 1978,P.L. 95-628, § 9(a), 92 Stat. 3633; Dec. 19, 1989, P.L. 101-
239, Title VII, §§ 7721(c)(9), 7737(a), 103 Stat. 2400, 2404; July 30, 1996, P.L. 104-168, Title IX, §§ 901(a), 903(a),
904(a), 110 Stat. 1465-1467; July 22, 1998, P.L. 105-206, Title IIl, § 3307(a), (b), 112 Stat. 744.)

(As amended March 23, 2018,P.L. 115-141, Div U, Title IV, § 401(a)(325)(D), 132 Stat. 1200.)

Annotations
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This document is current through the November 8, 2018 issue of the Federal Register. Title 3 is current through
November 2, 2018.

Code of Federal Regulations > TITLE 26 -- INTERNAL REVENUE > CHAPTER | -- INTERNAL
REVENUE SERVICE, DEPARTMENT OF THE TREASURY > SUBCHAPTER C -- EMPLOYMENT
TAXES AND COLLECTION OF INCOME TAX AT SOURCE > PART 31 -- EMPLOYMENT TAXES
AND COLLECTION OF INCOME TAX AT SOURCE > SUBPART G -- ADMINISTRATIVE
PROVISIONS OF SPECIAL APPLICATION TO EMPLOYMENT TAXES (SELECTED PROVISIONS OF
SUBTITLE F, INTERNAL REVENUE CODE OF 1954)

§ 31.6302-1 Deposit rules for taxes under the Federal Insurance
Contributions Act (FICA) and withheld income taxes.

(a)Introduction. With respect to employment taxes attributable to payments made after December 31, 1992, an
employer is either a monthly depositor or a semi-weekly depositor based on an annual determination. An
employer must generally deposit employment taxes under one of two rules: the Monthly rule in paragraph (c)(1)
of this section, or the Semi-Weekly rule in paragraph (c)(2) of this section. Various exceptions and safe harbors
are provided. Paragraph (f) of this section provides certain safe harbors for employers who inadvertently fail to
deposit the full amount of taxes. Paragraph (c)(3) of this section provides an overriding exception to the Monthly
and Semi-Weekly rules where an employer has accumulated $ 100,000 or more of employment taxes.
Paragraph (e) of this section provides the definition of employment taxes.

(b) Determination of status --

(1)In general. The determination of whether an employer is a monthly or semi-weekly depositor for a
calendar year is based on an annual determination and generally depends upon the aggregate amount
of employment taxes reported by the employer for the lookback period as defined in paragraph (b)(4) of
this section.

(2) Monthly depositor --

()In general. An employer is a monthly depositor for the entire calendar year if the aggregate
amount of employment taxes reported for the lookback period is $ 50,000 or less.

(if)Special rule. An employer ceases to be a monthly depositor on the first day after the employer is
subject to the One-Day ($ 100,000) rule in paragraph (c)(3) of this section. At that time, the
employer immediately becomes a semi-weekly depositor for the remainder of the calendar year
and for the following calendar year.

(3)Semi-weekly depositor. An employer is a semi-weekly depositor for the entire calendar year if the
aggregate amount of employment taxes reported for the lookback period exceeds $ 50,000.

(4)Lookback period --(i) In general. For employers who file Form 941, "Employer's QUARTERLY
Federal Tax Return," (or any related Spanish-language returns or returns for U.S. possessions) the
lookback period for each calendar year is the twelve month period ended the preceding June 30. For
example, the lookback period for calendar year 2006 is the period July 1, 2004, to June 30, 2005. The
lookback period for employers who file Form 944, "Employer's ANNUAL Federal Tax Return," or filed
Form 944 (or any related Spanish-language returns or returns for U.S. possessions) for either of the
two previous calendar years, is the second calendar year preceding the current calendar year. For
example, the lookback period for calendar year 2006 is calendar year 2004. In determining status as
either a monthly or semi-weekly depositor, an employer should determine the aggregate amount of
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employment tax liabilities reported on its return(s) (Forms 941 or Form 944) for the lookback period.
The amount of employment tax liabilities reported for the lookback period is the amount the employer
reported on either Forms 941 or Form 944 even if the employer is required to file the other form for the
current calendar year. New employers shall be treated as having employment tax liabilities of zero for
any part of the lookback period before the date the employer started or acquired its business.

(iAdjustments and claims for refund. The employment tax liability reported on the original return
for the return period is the amount taken into account in determining whether the aggregate amount
of employment taxes reported for the lookback period exceeds $ 50,000. Any amounts reported on
adjusted returns or claims for refund pursuant to sections 6205, 6402, 6413, and 6414 [26 USCS
88 6205, 6402, 6413, and 6414] filed after the due date of the original return are not taken into
account when determining the aggregate amount of employment taxes reported for the lookback
period. Prior period adjustments reported on Forms 941 or Form 944 for 2008 and earlier years are
taken into account in determining the employment tax liability for the return period in which the
adjustments are reported.

(c)Deposit rules --(1) Monthly rule. An employer that is a monthly depositor must deposit employment taxes
accumulated with respect to payments made during a calendar month by electronic funds transfer by the 15th
day of the following month. If the 15th day of the following month is a Saturday, Sunday, or legal holiday in the
District of Columbia under section 7503 [26 USCS § 7503], taxes will be treated as timely deposited if
deposited on the next succeeding day which is not a Saturday, Sunday, or legal holiday.

(2)Semi-Weekly rule --(i) In general. An employer that is a semi-weekly depositor for a calendar year
must deposit employment taxes by electronic funds transfer by the dates set forth below:

Payment dates/semi-weekly periods Deposit date
(A) Wednesday, Thursday and/or Friday On or before the following Wednesday.
(B) Saturday, Sunday, Monday and/or On or before the following Friday.
Tuesday

(i)Semi-weekly period spanning two return periods. If the return period ends during a semi-weekly
period in which an employer has two or more payment dates, two deposit obligations may exist. For
example, if one quarterly return period ends on Thursday and a new quarterly return period begins
on Friday, employment taxes from payments on Wednesday and Thursday are subject to one
deposit obligation, and employment taxes from payments on Friday are subject to a separate
deposit obligation. Two separate federal tax deposits are required.

(iif)Special rule for computing days. Semi-weekly depositors have at least three business days
following the close of the semi-weekly period by which to deposit employment taxes accumulated
during the semi-weekly period. Business days include every calendar day other than Saturdays,
Sundays, or legal holidays in the District of Columbia under section 7503 [26 USCS § 7503]. If any
of the three weekdays following the close of a semi-weekly period is a legal holiday, the employer
has an additional day for each day that is a legal holiday by which to make the required deposit.
For example, if the Monday following the close of a Wednesday to Friday semi-weekly period is
Memorial Day, a legal holiday, the required deposit for the semi-weekly period is not due until the
following Thursday rather than the following Wednesday.

(3)Exception--One-Day rule. Notwithstanding paragraphs (c)(1) and (c)(2) of this section, if on any day

within a deposit period (monthly or semi-weekly) an employer has accumulated $ 100,000 or more of
employment taxes, those taxes must be deposited by electronic funds transfer in time to satisfy the tax
obligation by the close of the next day. If the next day is a Saturday, Sunday, or legal holiday in the

District of Columbia under section 7503 [26 USCS § 7503], the taxes will be treated as timely deposited

if deposited on the next succeeding day which is not a Saturday, Sunday, or legal holiday. For
purposes of determining whether the $ 100,000 threshold is met--
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())A monthly depositor takes into account only those employment taxes accumulated in the
calendar month in which the day occurs; and

(if)A semi-weekly depositor takes into account only those employment taxes accumulated in the
Wednesday-Friday or Saturday-Tuesday semi-weekly period in which the day occurs.

(4)Deposits required only on business days. No taxes are required to be deposited under this section
on any day that is a Saturday, Sunday, or legal holiday. Deposits are required only on business days.
Business days include every calendar day other than Saturdays, Sundays, or legal holidays. For
purposes of this paragraph (c), legal holidays shall have the same meaning provided in section 7503
[26 USCS § 7503]. Pursuant to section 7503 [26 USCS § 7503], the term legal holiday means a legal
holiday in the District of Columbia. For purposes of this paragraph (c), the term "legal holiday" does not
include other Statewide legal holidays.

(5)Exception to the monthly and semi-weekly deposit rules for employers in the Employers' Annual
Federal Tax Program (Form 944). Generally, an employer who files Form 944 for a taxable year may
remit its accumulated employment taxes with its timely filed return for that taxable year and is not
required to deposit under either the monthly or semi-weekly rules set forth in paragraphs (c)(1) and
(c)(2) of this section during that taxable year. An employer who files Form 944 whose actual
employment tax liability exceeds the eligibility threshold, as set forth in 8§ 31.6011(a)-1(a)(5) and
31.6011(a)-4(a)(4), will not qualify for this exception and should follow the deposit rules set forth in this
section.

(6)Extension of time to deposit for employers in the Employers' Annual Federal Tax Program (Form
944) during the preceding year. An employer who filed Form 944 for the preceding year but will file
Form 941 instead for the current year will be deemed to have timely deposited its current year's
January deposit obligation(s) under paragraphs (c)(1) through (c)(4) of this section if the employer
deposits the amount of such deposit obligation(s) by March 15 of that year.

(7)Exception to the monthly and semi-weekly deposit rules for employers making interest-free
adjustments. An employer filing an adjusted return under § 31.6205-1 to report taxes that were
accumulated in a prior return period shall pay the amount of the adjustment by the time it files the
adjusted return, and the amount timely paid will be deemed to have been timely deposited by the
employer. The payment may be made by a check or money order with the adjusted return, by electronic
funds transfer, or by other methods of payment as provided by the instructions relating to the adjusted
return.

(d)Examples. The provisions of paragraphs (a), (b) and (c) of this section are illustrated by the following
examples:

Example 1.

Monthly depositor. (i) Determination of status. For calendar year 2011, Employer A determines its
depositor status using the lookback period July 1, 2009 to June 30, 2010. For the four calendar quarters
within this period, A reported aggregate employment tax liabilities of $ 42,000 on its quarterly Forms 941.
Because the aggregate amount did not exceed $ 50,000, A is a monthly depositor for the entire calendar
year 2011.

(ii)Monthly rule. During December 2011, A (a monthly depositor) accumulates $ 3,500 in employment
taxes. A has a $ 3,500 deposit obligation that must be satisfied by the 15th day of the following month.
Since January 15, 2012, is a Sunday, and January 16, 2012, Dr. Martin Luther King, Jr.'s Birthday, is a
legal holiday, A's deposit obligation will be satisfied if the deposit is made by electronic funds transfer
by the next business day, January 17, 2012.

Example 2.

Semi-weekly depositor. (i) Determination of status. For the calendar year 2011, Employer B
determines its depositor status using the lookback period July 1, 2009 to June 30, 2010. For the four
calendar quarters within this period, B reported aggregate employment tax liabilities of $ 88,000 on its
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quarterly Forms 941. Because that amount exceeds $ 50,000, B is a semi-weekly depositor for the
entire calendar year 2011.

(if)Semi-weekly rule. On Friday, January 7, 2011, B (a semi-weekly depositor) has a pay day on
which it accumulates $ 4,000 in employment taxes. B has a $ 4,000 deposit obligation that must be
satisfied by the following Wednesday, January 12, 2011.

(ii)Deposit made within three business days. On Friday, January 14, 2011, B (a semi-weekly
depositor) has a pay day on which it accumulates $ 4,200 in employment taxes. Generally, B would
have a required deposit obligation of employment taxes that must be satisfied by the following
Wednesday, January 19, 2011. Because Monday, January 17, 2011, is Dr. Martin Luther King, Jr.'s
Birthday, a legal holiday, B has an additional day to make the required deposit. B has a $ 4,200
deposit obligation that must be satisfied by the following Thursday, January 20, 2011.

Example 3.

One-Day rule. On Monday, January 10, 2011, Employer C accumulates $ 110,000 in employment
taxes with respect to wages paid on that date. C has a deposit obligation of $ 110,000 that must be
satisfied by the next business day. If C was not subject to the semi-weekly rule on January 10,
2011, C becomes subject to that rule as of January 11, 2011. See paragraph (b)(2)(ii) of this
section.

Example 4.

One-Day rule in combination with subsequent deposit obligation. Employer D is subject to the
semi-weekly rule for calendar year 2011. On Monday, January 10, 2011, D accumulates $ 115,000
in employment taxes. D has a deposit obligation that must be satisfied by the next business day.
On Tuesday, January 11, D accumulates an additional $ 30,000 in employment taxes. Although D
has a $ 115,000 deposit obligation incurred earlier in the semi-weekly period, D has an additional
and separate deposit obligation of $ 30,000 on Tuesday that must be satisfied by the following
Friday.

Example 5.

Legal Holidays. Employer E conducts business in State X. Wednesday, August 31, 2011, is a
statewide legal holiday in State X which is not a legal holiday in the District of Columbia. On Friday,
August 26, 2011, E (a semi-weekly depositor) has a pay day on which it accumulates $ 4,000 in
employment taxes. E has a $ 4,000 deposit obligation that must be satisfied on or before the
following Wednesday, August 31, 2011, notwithstanding that the day is a statewide legal holiday in
State X.

Example 6.

Extension of time to deposit for employers who filed Form 944 for the preceding year satisfied. F (a
monthly depositor) was notified to file Form 944 to report its employment tax liabilities for the 2006
calendar year. F filed Form 944 on January 31, 2007, reporting a total employment tax liability for
2006 of $ 3,000. Because F's annual employment tax liability for the 2006 taxable year exceeded $
1,000 (the applicable eligibility threshold for that taxable year), the IRS notified F to file Forms 941
for calendar year 2007 and thereafter. Based on F's liability during the lookback period (calendar
year 2005, pursuant to paragraph (b)(4)(i) of this section), F is a monthly depositor for 2007. F
accumulates $ 1,000 in employment taxes during January 2007. Because F is a monthly depositor,
F's January deposit obligation is due February 15, 2007. F does not deposit these accumulated
employment taxes on February 15, 2007. F accumulates $ 1,500 in employment taxes during
February 2007. F's February deposit is due March 15, 2007. F deposits the $ 2,500 of employment
taxes accumulated during January and February on March 15, 2007. Pursuant to paragraph (c)(6)
of this section, F will be deemed to have timely deposited the employment taxes due for January
2007, and, thus, the IRS will not impose a failure-to-deposit penalty under section 6656 [26 USCS
§ 6656] for that month.

(e)Employment taxes defined. (1) For purposes of this section, the term "employment taxes" means --
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() The employee portion of the tax withheld under section 3102 [26 USCS § 3102];
(i) The employer tax under section 3111 [26 USCS § 3111];

(iii)The income tax withheld under sections 3402 and 3405 [26 USCS 8§ 3402 and 3405], except
income tax withheld with respect to payments made after December 31, 1993, on the following --

(A)Certain gambling winnings under section 3402(q) [26 USCS § 3402(q)];

(B)Retirement pay for service in the Armed Forces of the United States under section 3402 [26

USCS 8§ 3402];
(C)Certain annuities described in section 3402(0)(1)(B) [26 USCS § 3402(0)(1)(B)]; and

(D)Pensions, annuities, IRAs, and certain other deferred income under section 3405 [26 USCS §
3405]; and

(iv)The income tax withheld under section 3406 [26 USCS § 3406], relating to backup withholding with
respect to reportable payments made before January 1, 1994.

(2)The term employment taxes does not include taxes with respect to wages for domestic service in
a private home of the employer, unless the employer is otherwise required to file a Form 941 or
Form 944 under 8§ 31.6011(a)-4 or § 31.6011(a)-5. In the case of employers paying advance
earned income credit amounts for periods ending before January 1, 2011, the amount of taxes
required to be deposited shall be reduced by advance amounts paid to employees. Also, see §
31.6302-3 concerning a taxpayer's option with respect to payments made before January 1, 1994,
to treat backup withholding amounts under section 3406 [26 USCS § 3406] separately.

(f)Safe harbor/De minimis rules -- (1) Single deposit safe harbor. An employer will be considered to have
satisfied its deposit obligation imposed by this section if --

(i)The amount of any shortfall does not exceed the greater of $ 100 or 2 percent of the amount of
employment taxes required to be deposited; and

(i) The employer deposits the shortfall on or before the shortfall make-up date.

(2)Shortfall defined. For purposes of this paragraph (f), the term "shortfall" means the excess of the
amount of employment taxes required to be deposited for the period over the amount deposited for
the period. For this purpose, a period is either a monthly, semi-weekly or daily period.

(3) Shortfall make-up date --

(i)Monthly rule. A shortfall with respect to a deposit required under the Monthly rule must be
deposited or remitted no later than the due date for the quarterly return, in accordance with the
applicable form and instructions.

(i)Semi-Weekly rule and One-Day rule. A shortfall with respect to a deposit required under the
Semi-Weekly rule or the One-Day rule must be deposited on or before the first Wednesday or
Friday (whichever is earlier), falling on or after the 15th day of the month following the month in
which the deposit was required to be made or, if earlier, the return due date for the return
period.

(4)De minimis rule --(i) De minimis deposit rules for quarterly and annual return periods beginning
on or after January 1, 2001. If the total amount of accumulated employment taxes for the return
period is de minimis and the amount is fully deposited or remitted with a timely filed return for the
return period, the amount deposited or remitted will be deemed to have been timely deposited. The
total amount of accumulated employment taxes is de minimis if it is less than $ 2,500 for the return
period or if it is de minimis pursuant to paragraph (f)(4)(ii) of this section.

(i) De minimis deposit rule for quarterly return periods beginning on or after January 1, 2010.
For purposes of paragraph (f)(4)(i) of this section, if the total amount of accumulated
employment taxes for the immediately preceding quarter was less than $ 2,500, unless §
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31.6302-1(c)(3) applies to require a deposit at the close of the next day, then the employer will
be deemed to have timely deposited the employer's employment taxes for the current quarter if
the employer complies with the time and method payment requirements contained in paragraph
(N(4)(i) of this section.

(iii)De minimis deposit rule for employers who file Form 944. An employer who files Form 944
whose employment tax liability for the year equals or exceeds $ 2,500 but whose employment
tax liability for a quarter of the year is de minimis pursuant to paragraph (f)(4)(i) of this section
will be deemed to have timely deposited the employment taxes due for that quarter if the
employer fully deposits the employment taxes accumulated during the quarter by the last day of
the month following the close of that quarter. Employment taxes accumulated during the fourth
quarter can be either deposited by January 31 or remitted with a timely filed return for the
return period.

(5)Examples. The provisions of this paragraph (f) may be illustrated by the following examples:

Example 1. Safe-harbor rule satisfied. On Monday, January 4, 1993, J (a semi-weekly depositor),
pays wages and accumulates employment taxes. As required under this section, J makes a deposit
on or before the following Friday, January 8, 1993, in the amount of $ 4,000. Subsequently, J
determines that it was actually required to deposit $ 4,090 by Friday. J has a shortfall of $ 90. The $
90 shortfall does not exceed the greater of $ 100 or 2% of the amount required to be deposited (2%
of $ 4,090=$ 81.80). Therefore, J satisfies the safe harbor of paragraph (f)(1) of this section as long
as the $ 90 shortfall is deposited by the first deposit date (Wednesday or Friday) on or after the
15th day of the next month (in this case Wednesday, February 17, 1993).

Example 2. Safe-harbor rule not satisfied. The facts are the same as in Example 1 except that on
Friday, January 8, 1993, J makes a deposit of $ 25,000, and later determines that it was actually
required to deposit $ 26,000. Since the $ 1,000 shortfall ($ 26,000 less $ 25,000) exceeds $ 520
(the greater of $ 100 or 2% of the amount required to be deposited (2% of $ 26,000=$ 520)), the
safe harbor of paragraph (f)(1) of this section is not satisfied, and absent reasonable cause, J will
be subject to a failure-to-deposit penalty under section 6656 [26 USCS § 6656].

Example 3. De minimis deposit rule for employers who file Form 944 satisfied. K (a monthly
depositor) was notified to file Form 944 to report its employment tax liabilities for the 2006 calendar
year. In the first quarter of 2006, K accumulates employment taxes in the amount of $ 1,000. On
April 28, 2006, K deposits the $ 1,000 of employment taxes accumulated in the first quarter. K
accumulates another $ 1,000 of employment taxes during the second quarter of 2006. On July 31,
2006, K deposits the $ 1,000 of employment taxes accumulated in the second quarter. K's business
grows and accumulates $ 1,500 in employment taxes during the third quarter of 2006. On October
31, 2006, K deposits the $ 1,500 of employment taxes accumulated in the third quarter. K
accumulates another $ 2,000 in employment taxes during the fourth quarter. K files Form 944 on
January 31, 2007, reporting a total employment tax liability for 2006 of $ 5,500 and submits a check
for the remaining $ 2,000 of employment taxes with the return. K will be deemed to have timely
deposited the employment taxes due for all of 2006 because K complied with the de minimis
deposit rule provided in paragraph (f)(4)(iii) of this section. Therefore, the IRS will not impose a
failure-to-deposit penalty under section 6656 [26 USCS § 6656] for any month of the year. Under
this de minimis deposit rule, because K was required to file Form 944 for calendar year 2006, if K's
employment tax liability for a quarter is de minimis, then K may deposit that quarter's liability by the
last day of the month following the close of the quarter. This de minimis rule allows K to have the
benefit of the same quarterly de minimis amount K would have received if K filed Form 941 each
quarter instead of Form 944 annually. Thus, because K's employment tax liability for each quarter
was de minimis, K could deposit quarterly.

(g)Agricultural employers--special rules --(1) In general. An agricultural employer reports wages paid to farm
workers annually on Form 943 (Employer's Annual Tax Return for Agricultural Employees) and reports wages
paid to nonfarm workers quarterly on Form 941 or annually on Form 944. Accordingly, an agricultural employer
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must treat employment taxes reportable on Form 943 ("Form 943 taxes") separately from employment taxes
reportable on Form 941 or Form 944 ("Form 941 or Form 944 taxes"). Form 943 taxes and Form 941 or Form
944 taxes are not combined for purposes of determining whether a deposit of either is due, whether the One-
Day rule of paragraph (c)(3) of this section applies, or whether any safe harbor is applicable. In addition, Form
943 taxes and Form 941 or Form 944 taxes must be deposited separately. (See paragraph (b) of this section
for rules for determining an agricultural employer's deposit status for Form 941 taxes). Whether an agricultural
employer is a monthly or semi-weekly depositor of Form 943 taxes is determined according to the rules of this

paragraph (g).

(2)Monthly depositor. An agricultural employer is a monthly depositor of Form 943 taxes for a calendar
year if the amount of Form 943 taxes accumulated in the lookback period (as defined in paragraph
(g)(4) of this section) is $ 50,000 or less. An agricultural employer ceases to be a monthly depositor of
Form 943 taxes on the first day after the employer is subject to the One-Day rule in paragraph (c)(3) of
this section. At that time, the agricultural employer immediately becomes a semi-weekly depositor of
Form 943 taxes for the remainder of the calendar year and the succeeding calendar year.

(3)Semi-weekly depositor. An agricultural employer is a semi-weekly depositor of Form 943 taxes for a
calendar year if the amount of Form 943 taxes accumulated in the lookback period (as defined in
paragraph (g)(4) of this section) exceeds $ 50,000.

(4) Lookback period --

()In general. For purposes of this paragraph (g), the lookback period for Form 943 taxes is the
second calendar year preceding the current calendar year. For example, the lookback period for
calendar year 1993 is calendar year 1991. New employers shall be treated as having employment
tax liabilities of zero for any lookback period before the date the employer started or acquired its
business.

(iAdjustments and Claims for Refund. The employment tax liability reported on the original return
for the return period is the amount taken into account in determining whether the amount of Form
943 taxes accumulated in the lookback period exceeds $ 50,000. Any amounts reported on
adjusted returns or claims for refund pursuant to sections 6205, 6402, 6413 and 6414 [26 USCS §§
6205, 6402, 6413 and 6414] filed after the due date of the original return are not taken into account
when determining the amount of Form 943 taxes accumulated in the lookback period. However,
prior period adjustments reported on Form 943 for 2008 and earlier years are taken into account in
determining the employment tax liability for the return period in which the adjustments are reported.

(5)The following example illustrates the provisions of this section.

Example. A, an agricultural employer, employs both farm workers and nonfarm workers (employees in
its administrative offices). A's depositor status for calendar year 1993 for Form 941 taxes will be based
upon its employment tax liabilities reported on Forms 941 for the third and fourth quarters of 1991 and
the first and second quarters of 1992 (the period July 1 to June 30). A's depositor status for Form 943
taxes will be based upon its employment tax liability reported on its annual Form 943 for calendar year
1991.

(h)Time and manner of deposit -- deposits required to be made by electronic funds transfer -- (1) In general.
Section 6302(h) [26 USCS § 6302(h)] requires the Secretary to prescribe such regulations as may be
necessary for the development and implementation of an electronic funds transfer system to be used for the
collection of the depository taxes as described in paragraph (h)(3) of this section. Section 6302(h)(2) [26 USCS
§ 6302(h)(2)] provides a phase-in schedule that sets forth escalating minimum percentages of those depository
taxes to be deposited by electronic funds transfer. This paragraph (h) prescribes the rules necessary for
implementing an electronic funds transfer system for collection of depository taxes and for effecting an orderly
and expeditious phase-in of that system.

(2)Applicability of requirement -- (i) Deposits for return periods beginning before January 1, 2000. (A)
Taxpayers whose aggregate deposits of the taxes imposed by Chapters 21 (Federal Insurance
Contributions Act), 22 (Railroad Retirement Tax Act), and 24 (Collection of Income Tax at Source on
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Wages) of the Internal Revenue Code during a 12-month determination period exceed the applicable
threshold amount are required to deposit all depository taxes described in paragraph (h)(3) of this
section by electronic funds transfer (as defined in paragraph (h)(4) of this section) unless exempted
under paragraph (h)(5) of this section. If the applicable effective date is January 1, 1995, or January 1,
1996, the requirement to deposit by electronic funds transfer applies to all deposits required to be made
on or after the applicable effective date. If the applicable effective date is July 1, 1997, the requirement
to deposit by electronic funds transfer applies to all deposits required to be made on or after July 1,
1997 with respect to deposit obligations incurred for return periods beginning on or after January 1,
1997. If the applicable effective date is January 1, 1998, or thereafter, the requirement to deposit by
electronic funds transfer applies to all deposits required to be made with respect to deposit obligations
incurred for return periods beginning on or after the applicable effective date. In general, each
applicable effective date has one 12-month determination period. However, for the applicable effective
date January 1, 1996, there are two determination periods. If the applicable threshold amount is
exceeded in either of those determination periods, the taxpayer becomes subject to the requirement to
deposit by electronic funds transfer, effective January 1, 1996. The threshold amounts, determination
periods and applicable effective dates for purposes of this paragraph (h)(2)(i)(A) are as follows:

Threshold amount Determination period Applicable

effective date

$ 78 million 1-1-93 to 12-31-93 Jan. 1, 1995.
$ 47 million 1-1-93 to 12-31-93 Jan. 1, 1996.
$ 47 million 1-1-94 to 12-31-94 Jan. 1, 1996.
$ 50 thousand 1-1-95 to 12-31-95 July 1, 1997.
$ 50 thousand 1-1-96 to 12-31-96 Jan. 1, 1998.
$ 50 thousand 1-1-97 to 12-31-97 Jan. 1, 1999.

(B)Unless exempted under paragraph (h)(5) of this section, a taxpayer that does not deposit any of
the taxes imposed by chapters 21, 22, and 24 during the applicable determination periods set forth
in paragraph (h)(2)(i)(A) of this section, but that does make deposits of other depository taxes (as
described in paragraph (h)(3) of this section), is nevertheless subject to the requirement to deposit
by electronic funds transfer if the taxpayer's aggregate deposits of all depository taxes exceed the
threshold amount set forth in this paragraph (h)(2)(i)(B) during an applicable 12-month
determination period. This requirement to deposit by electronic funds transfer applies to all
depository taxes due with respect to deposit obligations incurred for return periods beginning on or
after the applicable effective date. The threshold amount, determination periods, and applicable
effective dates for purposes of this paragraph (h)(2)(i)(B) are as follows:

Threshold amount Determination period Applicable

effective date

$ 50 thousand 1-1-95 to 12-31-95 Jan. 1, 1998.
$ 50 thousand 1-1-96 to 12-31-96 Jan. 1, 1998.
$ 50 thousand 1-1-97 to 12-31-97 Jan. 1, 1999.

(C)This paragraph (h)(2)(i) applies only to deposits required to be made for return periods
beginning before January 1, 2000. Thus, a taxpayer, including a taxpayer that is required under this
paragraph (h)(2)(i) to make deposits by electronic funds transfer beginning in 1999 or an earlier
year, is not required to use electronic funds transfer to make deposits for return periods beginning
after December 31, 1999, unless deposits by electronic funds transfer are required under
paragraph (h)(2)(ii) of this section.
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(i)Deposits for return periods beginning after December 31, 1999, and made before January 1,
2011. Unless exempted under paragraph (h)(5) of this section, for deposits for return periods
beginning after December 31, 1999, and made before January 1, 2011, a taxpayer that
deposits more than $ 200,000 of taxes described in paragraph (h)(3) of this section during a
calendar year beginning after December 31, 1997, must use electronic funds transfer (as
defined in paragraph (h)(4) of this section) to make all deposits of those taxes that are required
to be made for return periods beginning after December 31 of the following year and must
continue to deposit by electronic funds transfer in all succeeding years. As an example, a
taxpayer that exceeds the $ 200,000 deposit threshold during calendar year 1998 is required to
make deposits for return periods beginning in or after calendar year 2000 by electronic funds
transfer.

(ii)Deposits made after December 31, 2010. Unless exempted under paragraph (h)(5) of this
section, a taxpayer that has a required tax deposit obligation described in paragraph (h)(3) of
this section must use electronic funds transfer (as defined in paragraph (h)(4) of this section) to
make all deposits of those taxes made after December 31, 2010.

(iv)Voluntary deposits. A taxpayer that is authorized to make payment of taxes with a return
under regulations may voluntarily make a deposit by electronic funds transfer.

(3)Taxes required to be deposited by electronic funds transfer. The requirement to deposit by electronic
funds transfer under paragraph (h)(2) of this section applies to all the taxes required to be deposited
under 88 1.6302-1, 1.6302-2, and 1.6302-3 of this chapter; §§ 31.6302-1, 31.6302-2, 31.6302-3,
31.6302-4, and 31.6302(c)-3; and § 40.6302(c)-1 of this chapter.

(4) Definitions --

(iElectronic funds transfer. An electronic funds transfer is any transfer of depository taxes made in
accordance with Revenue Procedure 97-33, (1997-30 I.R.B.), (see § 601.601(d)(2) of this chapter),
or in accordance with procedures subsequently prescribed by the Commissioner.

(i) Taxpayer. For purposes of this section, a taxpayer is any person required to deposit federal
taxes, including not only individuals, but also any trust, estate, partnership, association, company or
corporation.

(5)Exemptions. If any categories of taxpayers are to be exempted from the requirement to deposit by
electronic funds transfer, the Commissioner will identify those taxpayers by guidance published in the
Internal Revenue Bulletin. (See § 601.601(d)(2)(ii)(b) of this chapter.)

(6)Separation of deposits. A deposit for one return period must be made separately from a deposit for
another return period.

(7)Payment of balance due. If the aggregate amount of taxes reportable on the applicable tax return for
the return period exceeds the total amount deposited by the taxpayer with regard to the return period,
then the balance due must be remitted in accordance with the applicable form and instructions.

(8)Time deemed deposited. A deposit of taxes by electronic funds transfer will be deemed made when
the amount is withdrawn from the taxpayer's account, provided the U.S. Government is the payee and
the amount is not returned or reversed.

(9)Time deemed paid. In general, an amount deposited under this paragraph (h) will be considered to
be a payment of tax on the last day prescribed for filing the applicable return for the return period
(determined without regard to any extension of time for filing the return) or, if later, at the time deemed
deposited under paragraph (h)(8) of this section. In the case of the taxes imposed by chapters 21 and
24 of the Internal Revenue Code, solely for purposes of section 6511 [26 USCS 8§ 6511] and the
regulations thereunder (relating to the period of limitation on credit or refund), if an amount is deposited
prior to April 15th of the calendar year immediately succeeding the calendar year that includes the
period for which the amount was deposited, the amount will be considered paid on April 15th.
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() Time and manner of remittance with a return --(1) General rules. A remittance required to be made by this
section that is authorized to be made with a return under regulations and is made with a return must be made
separately from a remittance required by any other section. Further, a remittance for a deposit period in one
return period must be made separately from a remittance for a deposit period in another return period.

(2)Payment of balance due. If the aggregate amount of taxes reportable on the return for the return
period exceeds the total amount deposited by the employer with regard to the return period pursuant to
this section, the balance due must be remitted in accordance with the applicable form and instructions.

(3)Time deemed paid. In general, amounts remitted with a return under this section will be considered
as paid on the date payment is received by the Internal Revenue Service at the place prescribed for
filing by regulations or forms and instructions (or if section 7502(a) [26 USCS § 7502(a)] applies, by the
date the payment is treated as received under section 7502(a) [26 USCS § 7502(a)]), or on the last day
prescribed for filing the return (determined without regard to any extension of time for filing the return),
whichever is later. In the case of the taxes imposed by chapter 21 and 24 of the Internal Revenue
Code, solely for purposes of section 6511 [26 USCS § 6511] and the regulations thereunder (relating to
the period of limitation on credit or refund), if an amount is remitted with a return under this section prior
to April 15th of the calendar year immediately succeeding the calendar year that contains the period for
which the amount was remitted, the amount will be considered paid on April 15th of the succeeding
calendar year.

(i))Voluntary payments by electronic funds transfer. Any person may voluntarily remit by electronic funds
transfer any payment of tax imposed by subtitle C of the Internal Revenue Code. Such payment must be made
in accordance with procedures prescribed by the Commissioner.

(k) Special rules --

(1)Notice exception. The provisions of this section are not applicable with respect to employment taxes
for any month in which the employer receives notice that a return is required under § 31.6011(a)-5 (or
for any subsequent month for which such a return is required), if those taxes are also required to be
deposited under the separate accounting procedures provided in § 301.7512-1 of the Regulations on
Procedure and Administration (which procedures are applicable if notification is given by the
Commissioner of failure to comply with certain employment tax requirements). In cases in which a
monthly return is required under § 31.6011(a)-5 but the taxes are not required to be deposited under
the separate accounting procedures provided in § 301.7512-1, the provisions of this section shall apply
except those provisions shall not authorize the deferral of any deposit to a date after the date on which
the return is required to be filed.

(2)Wages paid in nonconvertible foreign currency. The provisions of this section are not applicable with
respect to wages paid in nonconvertible foreign currency pursuant to § 301.6316-7.

(D[Reserved].

(m) Cross references --

(1)Failure to deposit penalty. For provisions relating to the penalty for failure to make a deposit within
the prescribed time, see section 6656 [26 USCS § 6656].

(2)Saturday, Sunday, or legal holiday. For provisions relating to the time for performance of acts where
the last day falls on Saturday, Sunday, or a legal holiday, see the provisions of § 301.7503-1.

(n)Effective/applicability dates. Sections 31.6302-1 through 31.6302-3 apply with respect to the deposit of
employment taxes attributable to payments made after December 31, 1992. To the extent that the provisions of
88 31.6302-1 through 31.6302-3 are inconsistent with the provisions of §8 31.6302(c)-1 and 31.6302(c)-2, a
taxpayer will be considered to be in compliance with §§ 31.6302-1 through 31.6302-3 if the taxpayer makes
timely deposits during 1993 in accordance with 88 31.6302(c)-1 and 31.6302(c)-2. Paragraphs (b)(4), (c)(5),
(c)(6), (d) Example 6, (e)(2), (f)(4)(i), (F)(4)(iii), (f)(5) Example 3, and (g)(1) of this section apply to taxable years
beginning on or after December 30, 2008. Paragraph (f)(4)(ii) of this section applies to taxable years beginning
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on or after January 1, 2010. The rules of paragraphs (e)(2) and (g)(1) of this section that apply to taxable years
beginning before December 30, 2008, are contained in § 31.6302-1 as in effect prior to December 30, 2008.
The rules of paragraphs (b)(4), (c)(5), (c)(6), (d) Example 6, (f)(4)(i), (f)(4)(iii), and (f)(5) Example 3 of this
section that apply to taxable years beginning on or after January 1, 2006, and before December 30, 2008, are
contained in § 31.6302-1T as in effect prior to December 30, 2008. The rules of paragraphs (b)(4) and (f)(4) of
this section that apply to taxable years beginning before January 1, 2006, are contained in § 31.6302-1 as in
effect prior to January 1, 2006. The rules of paragraph (g) of this section eliminating use of Federal tax deposit
coupons apply to deposits and payments made after December 31, 2010.

(o)Effective/applicability date. Paragraphs (c), (d) Examples 1 through 5, (h)(2)(ii), (h)(2)(iii), (h)(2)(iv),(i)(1) and
()(3) of this section apply to deposits and payments made after December 31, 2010.
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This document is current through the November 8, 2018 issue of the Federal Register. Title 3 is current through
November 2, 2018.

Code of Federal Regulations > TITLE 26 -- INTERNAL REVENUE > CHAPTER | -- INTERNAL
REVENUE SERVICE, DEPARTMENT OF THE TREASURY > SUBCHAPTER H -- INTERNAL
REVENUE PRACTICE > PART 601 -- STATEMENT OF PROCEDURAL RULES > SUBPARTD --
PROVISIONS SPECIAL TO CERTAIN EMPLOYMENT TAXES

§ 601.401 Employment taxes.

(a) General --

(1)Description of taxes. Federal employment taxes are imposed by Subtitle C of the Internal Revenue
Code. Chapter 21 (Federal Insurance Contributions Act) imposes a tax on employers of one or more
individuals and also a tax on employees, with respect to "wages" paid and received. Chapter 22
(Railroad Retirement Tax Act) imposes (i) an employer tax and employee tax with respect to
"compensation" paid and received, (ii) an employee representative tax with respect to "compensation”
received, and (iii) a supplemental tax on employers, measured by man-hours for which "compensation”
is paid. Chapter 23 (Federal Unemployment Tax Act) imposes a tax on employers of one or more
individuals with respect to "wages" paid. Chapter 24 (collection of income tax at source on wages)
requires every employer making payment of "wages" to deduct and withhold upon such wages the tax
computed or determined as provided therein. The tax so deducted and withheld is allowed as a credit
against the income tax liability of the employee receiving such wages.

(2)Applicable regulations. The descriptive terms used in this section to designate the various classes of
taxes are intended only to indicate their general character. Specific information relative to the scope of
each tax, the forms used, and the functioning of the Service with respect thereto is contained in the
applicable regulations. Copies of all necessary forms, and instructions as to their preparation and filing,
may be obtained from the district director of internal revenue.

(3)Collection methods. Employment taxes are collected by means of returns and by withholding by
employers. Employee tax must be deducted and withheld by employers from "wages" or
"compensation" (including tips reported in writing to employer) paid to employees, and the employer is
liable for the employee tax whether or not it is so deducted. For special rules relating to tips see 88§
31.3102-3 and 31.3402 (k)-1. Rev. Proc. 81-48, 1981-2 C.B. 623, provides guidelines for determining
wages when the employer pays the employee tax imposed by Chapter 21 without deducting the
amount from the employee's pay. Employee representatives (as defined in the Railroad Retirement Tax
Act) are required to file returns. Employment tax returns must be filed with the district director or, if so
provided in instructions applicable to a return, with the service center designated in the instructions.
The return of the Federal unemployment tax is required to be filed annually on Form 940 with respect to
wages paid during the calendar year. All other returns of Federal employment taxes (with the exception
of returns filed for agricultural employees) are required to be filed for each calendar quarter except that
if pursuant to regulations the district director so notifies the employer, returns on Form 941 are required
to be filed on a monthly basis. In the case of certain employers required to report withheld income tax
but not required to report employer and employee taxes imposed by Chapter 21 (for example, state and
local government employers), Form 941E is prescribed for reporting on a quarterly basis. The employer
and employee taxes imposed by Chapter 21 (other than the employer and employee taxes on wages
paid for agricultural labor) and the tax required to be deducted and withheld upon wages by Chapter 24
are combined in a single return on Form 941. In the case of wages paid by employers for domestic
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service performed in a private home not on a farm operated for profit, the return of both the employee
tax and the employer tax imposed by Chapter 21 is on Form 942. However, if the employer is required
to file a return for the same quarter on Form 941, the employer may elect to include the taxes with
respect to such domestic service on Form 941. The employer and employee taxes imposed by Chapter
21 with respect to wages paid for agricultural labor are required to be reported annually on Form 943.
Under the Railroad Retirement Tax Act, the return required of the employer is on Form CT-1, and the
return required of each employee representative is on Form CT-2. An employee is not required to file a
return of employee tax, except that the employee must include in his or her income tax return (as
provided in the applicable instructions) any amount of employee tax (i) due with respect to tips that the
employee failed to report to the employer or (ii) shown on the employee's Form W-2 as "Uncollected
Employee Tax on Tips".

(4)Receipts for employees. Employers are required to furnish each employee a receipt or statement, in
duplicate, showing the total wages subject to income tax withholding, the amount of income tax
withheld, the amount of wages subject to tax under the Federal Insurance Contributions Act, and the
amount of employee tax withheld. See section 6051 of the Code [26 USCS § 6051].

(5)Use of authorized financial institutions in connection with payment of Federal employment taxes.
Most employers are required to deposit employment taxes either on a monthly basis, a semimonthly
basis or quarter-monthly period basis as follows:

()Quarter-monthly period deposits. With respect to wages paid after January 31, 1971 (March 31,
1971, in the case of wages paid for agricultural labor), if at the close of any quarter-monthly period
(that ends on the 7th, 15th, 22d, or the last day of any month) the aggregate amount of
undeposited taxes, exclusive of taxes reportable on Form 942, is $ 2,000 or more, the employer
shall deposit such taxes within 3 banking days after the close of such quarter-monthly period.

(inMonthly deposits. With respect to employers not required to make deposits under subdivision (i)
of this subparagraph, if after January 31, 1971 (March 31, 1971, in the case of income tax withheld
from wages paid for agricultural labor) (a) during any calendar month, other than the last month of a
calendar quarter, the aggregate amount of the employee tax deducted and the employer tax under
Chapter 21 and the income tax withheld at source on wages under Chapter 24, exclusive of taxes
reportable on Form 942, exceeds $ 200 or (b) at the end of any month or period of 2 or more
months and prior to December 1 of any calendar year, the total amount of undeposited taxes
imposed by Chapter 21, with respect to wages paid for agricultural labor, exceeds $ 200, it is the
duty of the employer to deposit such amount within 15 days after the close of such calendar month.

(iif)Quarterly and year-end deposits. Whether or not an employer is required to make deposits
under subdivisions (i) and (ii) of this subparagraph, if the amount of such taxes reportable on Form
941 or 943 (reduced by any previous deposits) exceeds $ 200, the employer shall, on or before the
last day of the first calendar month following the period for which the return is required to be filed,
deposit such amount with an authorized financial institution. However, if the amount of such taxes
(reduced by any previous deposits) does not exceed $ 200, the employer may either include with
his return a direct remittance for the amount of such taxes or, on or before the last day of the first
calendar month following the period for which the return is required to be filed, voluntarily deposit
such amount with an authorized financial institution.

(iv)Additional rules. Deposits under subdivisions (i), (ii) and (iii) of this subparagraph are made with
an authorized financial institution. The remittance of such amount must be accompanied by a
Federal Tax Deposit form. Each employer making deposits shall report on the return for the period
with respect to which such deposits are made information regarding such deposits in accordance
with the instructions applicable to such return and pay therewith (or deposit by the due date of such
return) the balance, if any, of the taxes due for such period.

(v)Employers under Chapter 22 of the Code. Depositary procedures similar to those prescribed in
this subparagraph are prescribed for employers as defined by the Railroad Retirement Tax Act,
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except that railroad retirement taxes are not requested to be deposited semimonthly or quarter-
monthly. Such taxes must be deposited by using a Federal Tax Deposit form.

(vi)Employers under chapter 23 of the Code. Every person who is an employer as defined by the
Federal Unemployment Tax Act shall deposit the tax imposed under Chapter 23 on or before the
last day of the first calendar month following the quarterly period in which the amount of such tax
exceeds $ 100.

(6)Separate accounting. If an employer fails to withhold and pay over income, social security, or
railroad retirement tax due on wages of employees, the employer may be required by the district
director to collect such taxes and deposit them in a separate banking account in trust for the United
States not later than the second banking day after such taxes are collected.

(b) Provisions special to the Federal Insurance Contributions Act --

(1)Employers' identification numbers. For purposes of the Federal Insurance Contributions Act each
employer who files Form 941 or Form 943 must have an identification number. Any such employer who
does not have an identification number must secure a Form SS-4 from the district director of internal
revenue or from a district office of the Social Security Administration and, after executing the form in
accordance with the instructions contained thereon, file it with the district director or the district office of
the Social Security Administration. At a subsequent date the district director will assign the employer a
number which must appear in the appropriate space on each tax return, Form 941 or Form 943, filed
thereafter. The requirement to secure an identification number does not apply to an employer who
employs only employees who are engaged exclusively in the performance of domestic service in the
employer's private home not on a farm operated for profit.

(2)Employees' account numbers. Each employee (or individual making a return of net earnings from
self-employment) who does not have an account number must file an application on Form SS-5, a copy
of which may be obtained from any district office of the Social Security Administration or from a district
director of internal revenue. The form, after execution in accordance with the instructions thereon, must
be filed with the district office of the Social Security Administration, and at a later date the employee will
be furnished an account number. The employee must furnish such number to each employer for whom
the employee works, in order that such number may be entered on each tax return filed thereafter by
the employer.

(3)Reporting of wages. Forms 941, 942, and 943 each require, as a part of the return, that the wages of
each employee paid during the period covered by the return be reported thereon. Form 941a is
available to employers who need additional space for the listing of employees. Employers who meet
the requirements of the Social Security Administration may, with the approval of the Commissioner of
Internal Revenue, submit wage information on reels of magnetic tape in lieu of Form 941a. Itis
necessary at times that employers correct wage information previously reported. A special form, Form
941c, has been adopted for use in correcting erroneous wage information or omissions of such wage
information on Form 941, 942, or 943. Instructions on Form 941, 941c, 942, and 943 explain the
manner of preparing and filing the forms. Any further instructions should be obtained from the district
director.

(c)Adjustments by employers -- (1) Undercollections and underpayments -- (i) Employer tax or employee tax. If
a return is filed by an employer under the Federal Insurance Contributions Act or the Railroad Retirement Tax
Act, and the employer reports and pays less than the correct amount of employer tax or employee tax, the
employer is required to report and pay the additional amount due. The reporting will be an adjustment without
interest only if the employer reports and pays the additional amount on or before the last day on which the
return is required to be filed for the return period in which the error is ascertained. The employer may so report
the additional amount either on the return for that period or on a supplemental return for the period for which the
underpayment was made. If the employer fails to report the additional amount due within the time so fixed for
making an interest-free adjustment, the employer nevertheless is required to report the additional amount in the
same manner, but interest will be due. No adjustment of an underpayment may be made under this section or §
31.6205-1(b)(2) if the employer is sent a notice and demand for payment of the additional tax.
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(i lncome tax withholding. If an employer files a return reporting and paying less than the correct
amount of income tax required to be withheld from wages paid during the return period, the employer is
required to report and pay the additional amount due, either (a) on a return for any return period in the
calendar year in which the wages were paid, or (b) on a supplemental return for the return period in
which the wages were paid. The reporting will be an adjustment without interest only if the employer
reports and pays the additional amount on or before the last day on which the return is required to be
filed for the return period in which the error was ascertained. If an employer reports and pays less than
the correct amount of income tax required to be withheld in a calendar year, and the employer does not
correct the underpayment in the same calendar year, the employer should consult the District Director
of Internal Revenue as to the manner of correcting the error.

(2) Overcollections from employees --

(hEmployee tax. If an employer collects from an employee more than the correct amount of
employee tax under the Federal Insurance Contributions Act or the Railroad Retirement Act,
and the error is ascertained within the applicable period of limitation on credit or refund, the
employer is required either to repay the amount to the employee, or to reimburse the employee
by applying the amount of the overcollection against employee tax which otherwise would be
collected from the employee after the error is ascertained. If the overcollection is repaid to the
employee, the employer is required to obtain and keep the employee's written receipt showing
the date and amount of the repayment. In addition, if the employer repays or reimburses an
employee in any calendar year for an overcollection which occurred in a prior calendar year,
the employer is required to obtain and keep the employee's written statement (a) that the
employee has not claimed refund or credit of the amount of the overcollection, or if so, such
claim has been rejected, and (b) that the employee will not claim refund or credit of such
amount.

(i lncome tax withholding. If, in any return period in a calendar year, an employer withholds
more than the correct amount of income tax, and pays over to the Internal Revenue Service the
amount withheld, the employer may repay or reimburse the employee in the excess amount in
any subsequent return period in the same calendar year. If the amount is so repaid, the
employer is required to obtain and keep the employee's written receipt showing the date and
amount of the repayment.

(3) Employer's claims for credit or refund of overpayments --

(i)Employee tax. If an employer repays or reimburses an employee for an overcollection of
employee tax, as described in subparagraph (2)(i) of this paragraph, the employer may claim
credit on a return in accordance with the instructions applicable to the return. In lieu of claiming
credit the employer may claim refund by filing Form 843, but the employer may not thereafter
claim credit for the same overpayment.

(i lncome tax withholding. If an employer repays or reimburses an employee for an excess
amount withheld as income tax, as described in subparagraph (2)(ii) of this paragraph, the
employer may claim credit on a return for a return period in the calendar year in which the
excess amount was withheld. The employer is not otherwise permitted to claim credit or refund
for any overpayment of income tax that the employer deducted or withheld from an employee.

(d) Special refunds of employee social security tax.

(2)An employee who receives wages from more than one employer during a calendar year may, under
certain conditions, receive a "special refund"” of the amount of employee social security tax (i.e.,
employee tax under the Federal Insurance Contributions Act) deducted and withheld from wages that
exceed the following amounts: calendar years 1968 through 1971, $ 7,800; calendar year 1972, $
9,000; calendar year 1973, $ 10,800; calendar year 1974, $ 13,200; calendar years after 1974, an
amount equal to the contribution and benefit base (as determined under section 230 of the Social
Security Act) effective with respect to that year. An employee who is entitled to a special refund of
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employee tax with respect to wages received during a calendar year, and who is required to file an
income tax return for such calendar year (or for his last taxable year beginning in such calendar year),
may obtain the benefits of such special refund only by claiming credit for such special refund on such
income tax return in the same manner as if such special refund were an amount deducted and withheld
as income tax at source on wages.

(2)The amount of the special refund allowed as a credit shall be considered as an amount deducted
and withheld as income tax at source on wages. If the amount of such special refund when added to
amounts deducted and withheld as income tax under chapter 24 exceeds the income tax imposed by
chapter 1, the amount of the excess constitutes an overpayment of income tax, and interest on such
overpayment is allowed to the extent provided under section 6611 of the Code [26 USCS § 6611] upon
an overpayment of income tax resulting from a credit for income tax withheld at source on wages.

(3)If an employee entitled to a special refund of employee social security tax is not required to file an
income tax return for the year in which such special refund may be claimed as a credit, the employee
may file a claim for refund of the excess social security tax on Form 843. Claims must be filed with the
district director of internal revenue for the district in which the employee resides.

(4)Employee taxes under the Federal Insurance Contributions Act and the Railroad Retirement Tax Act
include a percentage rate for hospital insurance. If in 1968 or any calendar year thereafter employee
taxes under both Acts are deducted from an employee's wages and compensation aggregating more
than $ 7,800, the "special refund" provisions may apply to the portion of the tax that is deducted for
hospital insurance. The employee may take credit on Form 1040 for the amount allowable, in
accordance with the instructions applicable to that form.

Statutory Authority

AUTHORITY NOTE APPLICABLE TO ENTIRE PART:

5 U.S.C. 301 and 552.

History

[32 FR 15990, Nov. 22, 1967, as amended at 33 FR 6825, May 4, 1968; 33 FR 17239, Nov. 21, 1968; 36 FR 7586
Apr. 22, 1971; 38 FR 4970, Feb. 23, 1973; 39 FR 8918, Mar. 7, 1974; 41 FR 20883, May 21, 1976; 45 FR 7257
Feb. 1, 1980; 49 FR 19648, 19649, May 9, 1984; 49 FR 25239, June 20, 1984; 49 FR 36500, Sept. 18, 1984; T.D.
8952, 66 FR 33830, 33831, June 26, 2001]

Annotations

Notes

[EFFECTIVE DATE NOTE:

66 FR 33830, 33831, June 26, 2001, amended this section, effective June 26, 2001.]

Case Notes
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Cal Code Civ Proc 8 2101

Deering's California Codes are current through all urgency legislation of the 2018 Regular Session and all other
2018 legislation except Chapters 554, 564, 599, 626, 634, 662, 665, 703, 726, 743, 769, 801, 896, 958, 1000, and
1011.

Deering’s California Codes Annotated > CODE OF CIVIL PROCEDURE > Part 4 Miscellaneous
Provisions > Title 7 Uniform Federal Lien Registration Act

§ 2101. Filing of notices

(a)Notices of liens, certificates, and other notices affecting federal tax liens or other federal liens must be filed in
accordance with this title.

(b)Notices of liens upon real property for obligations payable to the United States and certificates and notices
affecting the liens shall be filed for record in the office of the recorder of the county in which the real property
subject to the liens is situated.

(c)Notices of federal liens upon personal property, whether tangible or intangible, for obligations payable to the
United States and certificates and notices affecting the liens shall be filed as follows:

(1)If the person against whose interest the lien applies is a corporation, a limited liability company, or a
partnership whose principal executive office is in this state, as these entities are defined in the internal
revenue laws of the United States, in the office of the Secretary of State.

(2)If the person against whose interest the lien applies is a trust that is not covered by paragraph (1), in
the office of the Secretary of State.

(3)If the person against whose interest the lien applies is the estate of a decedent, in the office of the
Secretary of State.

(4)In all other cases, in the office of the recorder of the county where the person against whose interest
the lien applies resides at the time of filing of the notice of lien.

History

Added Stats 1979 ch 330 § 1. Amended Stats 1991 ch 932 § 2 (AB 1646); Stats 1997 ch 892 § 2 (SB 73).

Annotations

Notes

Former Sections:
Historical Derivation:

Amendments:

Former Sections:

p. 091

Redacted




Rev. Rul. 2018-7; 2018 IRB LEXIS 141; 2018-13 I.R.B. 445

Determination of Rate of Interest
US Internal Revenue Service

March 07, 2018

Reporter
2018 IRB LEXIS 141 *; Rev. Rul. 2018-7; 2018-13 |.R.B. 445

Revenue Ruling 2018-07

Applicable Sections

26 CFR 301.6621-1: Interest rate.
[*1]

Core Terms

overpayment, short-term, calendar, compound

Text

Section 6621 of the Internal Revenue Code establishes the interest rates on overpayments and underpayments of
tax. Under section 6621 (a) (1), the overpayment rate is the sum of the federal short-term rate plus 3 percentage
points (2 percentage points in the case of a corporation), except the rate for the portion of a corporate overpayment
of tax exceeding $10,000 for a taxable period is the sum of the federal short-term rate plus 0.5 of a percentage
point. Under section 6621 (a) (2), the underpayment rate is the sum of the federal short-term rate plus 3 percentage
points.

Section 6621 (c) provides that for purposes of interest payable under section 6601 on any large corporate
underpayment, the underpayment rate under section 6621 (a) (2) is determined by substituting "5 percentage
points" for "3 percentage points.”

See section 6621 (c) and section 301.6621-3 of the Regulations on Procedure and Administration for the definition
of a large corporate underpayment and for the rules for determining the applicable date. Section 6621 (c) and
section 301.6621-3 are generally effective for periods after December 31, 1990.

Section 6621 (b) (1) provides that the [*2] Secretary will determine the federal short-term rate for the first month in
each calendar quarter. Section 6621 (b) (2) (A) provides that the federal short-term rate determined under section
6621 (b) (1) for any month applies during the first calendar quarter beginning after that month. Section 6621 (b) (3)
provides that the federal short-term rate for any month is the federal short-term rate determined during that month
by the Secretary in accordance with section 1274 (d), rounded to the nearest full percent (or, if a multiple of 1/2 of 1
percent, the rate is increased to the next highest full percent).

p. 092

Redacted




Page 2 of 20
2018 IRB LEXIS 141, *2

Notice 88-59, 1988-1 C.B. 546, announced that in determining the quarterly interest rates to be used for
overpayments and underpayments of tax under section 6621, the Internal Revenue Service will use the federal
short-term rate based on daily compounding because that rate is most consistent with section 6621 which, pursuant
to section 6622, is subject to daily compounding.

The federal short-term rate determined in accordance with section 1274 (d) during January 2018 is the rate
published in Revenue Ruling 2018-5, 2018-6 I.R.B. 339, to take effect beginning February 1, 2018. The federal
[*3] short-term rate, rounded to the nearest full percent, based on daily compounding determined during the month
of January 2018 is 2 percent. Accordingly, an overpayment rate of 5 percent (4 percent in the case of a corporation)
and an underpayment rate of 5 percent are established for the calendar quarter beginning April 1, 2018. The
overpayment rate for the portion of a corporate overpayment exceeding $10,000 for the calendar quarter beginning
April 1, 2018 is 2.5 percent. The underpayment rate for large corporate underpayments for the calendar quarter
beginning April 1, 2018, is 7 percent. These rates apply to amounts bearing interest during that calendar quarter.

Sections 6654 (a) (1) and 6655 (a) (1) provide that the underpayment rate established under section 6621 applies
in determining the addition to tax under sections 6654 and 6655 for failure to pay estimated tax for any taxable year.
Thus, the 5 percent rate also applies to estimated tax underpayments for the second calendar quarter beginning
April 1, 2018. Pursuant to section 6621 (b) (2) (B), however, in determining the addition to tax under section 6654
for any taxable year for an individual, the federal short-term rate that [*4] applies during the third month following
the taxable year also applies during the first 15 days of the 4th month following the taxable year. Thus, for the
period of April 1 - 15, 2018, the 4 percent rate applicable to the first quarter of 2018 applies to the addition to tax
under section 6654. See Revenue Ruling 2017-25, 2017-52 IRB 586. In addition, pursuant to section 6603 (d) (4),
the rate of interest on section 6603 deposits is 2 percent for the second calendar quarter in 2018.

Interest factors for daily compound interest for annual rates of 2.5 percent, 4 percent, 5 percent and 7 percent are
published in Tables 10, 13, 15 and 19 of Rev. Proc. 95-17, 1995-1 C.B. 564, 567, 569 and 573.

Annual interest rates to be compounded daily pursuant to section 6622 that apply for prior periods are set forth in
the tables accompanying this revenue ruling.

DRAFTING INFORMATION

The principal author of this revenue ruling is Richard Duenas of the Office of the Associate Chief Counsel
(Procedure and Administration). For further information regarding this revenue ruling, contact Mr. Duenas at (202)
317-6877 (not a toll-free call).

Attachment

APPENDIX A
365 Day Year
0.5% Compound Rate 184 Days

Day Factor Day Factor Day Factor

s s s

1 0.000013699 63 0.000863380 125 0.001713784
2 0.000027397 64 0.000877091 126 0.001727506
3 0.000041096 65 0.000890801 127 0.001741228
4 0.000054796 66 0.000904512 128 0.001754951
5 0.000068495 67 0.000918223 129 0.001768673
6 0.000082195 68 0.000931934 130 0.001782396
7 0.000095894 69 0.000945646 131 0.001796119
8 0.000109594 70 0.000959357 132 0.001809843
9 0.000123294 71 0.000973069 133 0.001823566
10 0.000136995 72 0.000986781 134 0.001837290
11 0.000150695 73 0.001000493 135 0.001851013
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Day
s
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
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365 Day Year

0.5% Compound Rate 184 Days

Factor

0.000164396
0.000178097
0.000191798
0.000205499
0.000219201
0.000232902
0.000246604
0.000260306
0.000274008
0.000287711
0.000301413
0.000315116
0.000328819
0.000342522
0.000356225
0.000369929
0.000383633
0.000397336
0.000411041
0.000424745
0.000438449
0.000452154
0.000465859
0.000479564
0.000493269
0.000506974
0.000520680
0.000534386
0.000548092
0.000561798
0.000575504
0.000589211
0.000602917
0.000616624
0.000630331
0.000644039
0.000657746
0.000671454
0.000685161
0.000698869
0.000712578
0.000726286
0.000739995
0.000753703
0.000767412
0.000781121
0.000794831
0.000808540
0.000822250

Day
s
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122

Factor

0.001014206
0.001027918
0.001041631
0.001055344
0.001069057
0.001082770
0.001096484
0.001110197
0.001123911
0.001137625
0.001151339
0.001165054
0.001178768
0.001192483
0.001206198
0.001219913
0.001233629
0.001247344
0.001261060
0.001274776
0.001288492
0.001302208
0.001315925
0.001329641
0.001343358
0.001357075
0.001370792
0.001384510
0.001398227
0.001411945
0.001425663
0.001439381
0.001453100
0.001466818
0.001480537
0.001494256
0.001507975
0.001521694
0.001535414
0.001549133
0.001562853
0.001576573
0.001590293
0.001604014
0.001617734
0.001631455
0.001645176
0.001658897
0.001672619

Day
s
136
137
138
139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180
181
182
183
184

Factor

0.001864737
0.001878462
0.001892186
0.001905910
0.001919635
0.001933360
0.001947085
0.001960811
0.001974536
0.001988262
0.002001988
0.002015714
0.002029440
0.002043166
0.002056893
0.002070620
0.002084347
0.002098074
0.002111801
0.002125529
0.002139257
0.002152985
0.002166713
0.002180441
0.002194169
0.002207898
0.002221627
0.002235356
0.002249085
0.002262815
0.002276544
0.002290274
0.002304004
0.002317734
0.002331465
0.002345195
0.002358926
0.002372657
0.002386388
0.002400120
0.002413851
0.002427583
0.002441315
0.002455047
0.002468779
0.002482511
0.002496244
0.002509977
0.002523710
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365 Day Year
0.5% Compound Rate 184 Days

Factor Day Factor Day
S S

0.000835960 123 0.001686340
0.000849670 124 0.001700062

366 Day Year
0.5% Compound Rate 184 Days

Factor Day Factor Day
s s

0.000013661 63 0.000861020 125
0.000027323 64 0.000874693 126
0.000040984 65 0.000888366 127
0.000054646 66 0.000902040 128
0.000068308 67 0.000915713 129
0.000081970 68 0.000929387 130
0.000095632 69 0.000943061 131
0.000109295 70 0.000956735 132
0.000122958 71 0.000970409 133
0.000136620 72 0.000984084 134
0.000150283 73 0.000997758 135
0.000163947 74 0.001011433 136
0.000177610 75 0.001025108 137
0.000191274 76 0.001038783 138
0.000204938 77 0.001052459 139
0.000218602 78 0.001066134 140
0.000232266 79 0.001079810 141
0.000245930 80 0.001093486 142
0.000259595 81 0.001107162 143
0.000273260 82 0.001120839 144
0.000286924 83 0.001134515 145
0.000300590 84 0.001148192 146
0.000314255 85 0.001161869 147
0.000327920 86 0.001175546 148
0.000341586 87 0.001189223 149
0.000355252 88 0.001202900 150
0.000368918 89 0.001216578 151
0.000382584 90 0.001230256 152
0.000396251 91 0.001243934 153
0.000409917 92 0.001257612 154
0.000423584 93 0.001271291 155
0.000437251 94 0.001284969 156
0.000450918 95 0.001298648 157
0.000464586 96 0.001312327 158
0.000478253 97 0.001326006 159
0.000491921 98 0.001339685 160
0.000505589 99 0.001353365 161
0.000519257 100 0.001367044 162
0.000532925 101 0.001380724 163
0.000546594 102 0.001394404 164
0.000560262 103 0.001408085 165
0.000573931 104 0.001421765 166

Factor

Factor

0.001709097
0.001722782
0.001736467
0.001750152
0.001763837
0.001777522
0.001791208
0.001804893
0.001818579
0.001832265
0.001845951
0.001859638
0.001873324
0.001887011
0.001900698
0.001914385
0.001928073
0.001941760
0.001955448
0.001969136
0.001982824
0.001996512
0.002010201
0.002023889
0.002037578
0.002051267
0.002064957
0.002078646
0.002092336
0.002106025
0.002119715
0.002133405
0.002147096
0.002160786
0.002174477
0.002188168
0.002201859
0.002215550
0.002229242
0.002242933
0.002256625
0.002270317
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366 Day Year

0.5% Compound Rate 184 Days

Day Factor Day Factor Day Factor
S S S
43 0.000587600 105 0.001435446 167 0.002284010
44 0.000601269 106 0.001449127 168 0.002297702
45 0.000614939 107 0.001462808 169 0.002311395
46 0.000628608 108 0.001476489 170 0.002325087
47 0.000642278 109 0.001490170 171 0.002338780
48 0.000655948 110 0.001503852 172 0.002352473
49 0.000669618 111 0.001517533 173 0.002366167
50 0.000683289 112 0.001531215 174 0.002379860
51 0.000696959 113 0.001544897 175 0.002393554
52 0.000710630 114 0.001558580 176 0.002407248
53 0.000724301 115 0.001572262 177 0.002420942
54 0.000737972 116 0.001585945 178 0.002434636
55 0.000751643 117 0.001599628 179 0.002448331
56 0.000765315 118 0.001613311 180 0.002462025
57 0.000778986 119 0.001626994 181 0.002475720
58 0.000792658 120 0.001640678 182 0.002489415
59 0.000806330 121 0.001654361 183 0.002503110
60 0.000820003 122 0.001668045 184 0.002516806
61 0.000833675 123 0.001681729
62 0.000847348 124 0.001695413
TABLE OF INTEREST RATES
PERIODS BEFORE JUL. 1, 1975 -
PERIODS ENDING DEC. 31, 1986
OVERPAYMENTS AND UNDERPAYMENTS
In 1995-1 C.B.
PERIOD RAT DAILY RATE TABLE
E
Before Jul. 1, 1975 6% Table 2, pg. 557
Jul. 1, 1975--Jan. 31, 1976 9% Table 4, pg. 559
Feb. 1, 1976--Jan. 31, 1978 7% Table 3, pg. 558
Feb. 1, 1978--Jan. 31, 1980 6% Table 2, pg. 557
Feb. 1, 1980--Jan. 31, 1982 12% Table 5, pg. 560
Feb. 1, 1982--Dec. 31, 1982 20% Table 6, pg. 560
Jan. 1, 1983--Jun. 30, 1983 16% Table 37, pg. 591
Jul. 1, 1983--Dec. 31, 1983 11% Table 27, pg. 581
Jan. 1, 1984--Jun. 30, 1984 11% Table 75, pg. 629
Jul. 1, 1984--Dec. 31, 1984 11% Table 75, pg. 629
Jan. 1, 1985--Jun. 30, 1985 13% Table 31, pg. 585
Jul. 1, 1985--Dec. 31, 1985 11% Table 27, pg. 581
Jan. 1, 1986--Jun. 30, 1986 10% Table 25, pg. 579
Jul. 1, 1986--Dec. 31, 1986 9% Table 23, pg. 577
TABLE OF INTEREST RATES
FROM JAN. 1, 1987 - Dec. 31, 1998
OVERPAYMENTS UNDERPAYMENT
S
1995-1 C.B. 1995-1 C.B.
RAT TABL PG RAT TABL PG

E E

E

E
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TABLE OF INTEREST RATES
FROM JAN. 1, 1987 - Dec. 31, 1998
OVERPAYMENTS UNDERPAYMENT

S
1995-1 C.B. 1995-1 C.B.
RAT TABL PG RAT TABL PG
E E E E

Jan. 1, 1987--Mar. 31, 1987 8% 21 57 9% 23 57
5 7

Apr. 1, 1987--Jun. 30, 1987 8% 21 57 9% 23 57
5 7

Jul. 1, 1987--Sep. 30, 1987 8% 21 57 9% 23 57
5 7

Oct. 1, 1987--Dec. 31, 1987 9% 23 57 10% 25 57
7 9

Jan. 1, 1988--Mar. 31, 1988 10% 73 62 11% 75 62
7 9

Apr. 1, 1988--Jun. 30, 1988 9% 71 62 10% 73 62
5 7

Jul. 1, 1988--Sep. 30, 1988 9% 71 62 10% 73 62
5 7

Oct. 1, 1988--Dec. 31, 1988 10% 73 62 11% 75 62
7 9

Jan. 1, 1989--Mar. 31, 1989 10% 25 57 11% 27 58
9 1

Apr. 1, 1989--Jun. 30, 1989 11% 27 58 12% 29 58
1 3

Jul. 1, 1989--Sep. 30, 1989 11% 27 58 12% 29 58
1 3

Oct. 1, 1989--Dec. 31, 1989 10% 25 57 11% 27 58
9 1

Jan. 1, 1990--Mar. 31, 1990 10% 25 57 11% 27 58
9 1

Apr. 1, 1990--Jun. 30, 1990 10% 25 57 11% 27 58
9 1

Jul. 1, 1990--Sep. 30, 1990 10% 25 57 11% 27 58
9 1

Oct. 1, 1990--Dec. 31, 1990 10% 25 57 11% 27 58
9 1

Jan. 1, 1991--Mar. 31, 1991 10% 25 57 11% 27 58
9 1

Apr. 1, 1991--Jun. 30, 1991 9% 23 57 10% 25 57
7 9

Jul. 1, 1991--Sep. 30, 1991 9% 23 57 10% 25 57
7 9

Oct. 1, 1991--Dec. 31, 1991 9% 23 57 10% 25 57
7 9

Jan. 1, 1992--Mar. 31, 1992 8% 69 62 9% 71 62
3 5

Apr. 1, 1992--Jun. 30, 1992 7% 67 62 8% 69 62
1 3

Jul. 1, 1992--Sep. 30, 1992 7% 67 62 8% 69 62
1 3

Oct. 1, 1992--Dec. 31, 1992 6% 65 61 7% 67 62
9 1

Jan. 1, 1993--Mar. 31, 1993 6% 17 57 7% 19 57
1 3
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TABLE OF INTEREST RATES
FROM JAN. 1, 1987 - Dec. 31, 1998

Apr. 1, 1993--Jun. 30, 1993
Jul. 1, 1993--Sep. 30, 1993
Oct. 1, 1993--Dec. 31, 1993
Jan. 1, 1994--Mar. 31, 1994
Apr. 1, 1994--Jun. 30, 1994
Jul. 1, 1994--Sep. 30, 1994
Oct. 1, 1994--Dec. 31, 1994
Jan. 1, 1995--Mar. 31, 1995
Apr. 1, 1995--Jun. 30, 1995
Jul. 1, 1995--Sep. 30, 1995
Oct. 1, 1995--Dec. 31, 1995
Jan. 1, 1996--Mar. 31, 1996
Apr. 1, 1996--Jun. 30, 1996
Jul. 1, 1996--Sep. 30, 1996
Oct. 1, 1996--Dec. 31, 1996
Jan. 1, 1997--Mar. 31, 1997
Apr. 1, 1997--Jun. 30, 1997
Jul. 1, 1997--Sep. 30, 1997
Oct. 1, 1997--Dec. 31, 1997
Jan. 1, 1998--Mar. 31, 1998
Apr. 1, 1998--Jun. 30, 1998
Jul. 1, 1998--Sep. 30, 1998

Oct. 1, 1998--Dec. 31, 1998

OVERPAYMENTS
1995-1 C.B.
RAT TABL PG

E E
6% 17 57
1
6% 17 57
1
6% 17 57
1
6% 17 57
1
6% 17 57
1
7% 19 57
3
8% 21 57
5
8% 21 57
5
9% 23 57
7
8% 21 57
5
8% 21 57
5
8% 69 62
3
7% 67 62
1
8% 69 62
3
8% 69 62
3
8% 21 57
5
8% 21 57
5
8% 21 57
5
8% 21 57
5
8% 21 57
5
7% 19 57
3
7% 19 57
3
7% 19 57
3

TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 - PRESENT

UNDERPAYMENT
s
1995-1 C.B.
RAT TABL PG

E E
7% 19 57
3
7% 19 57
3
7% 19 57
3
7% 19 57
3
7% 19 57
3
8% 21 57
5
9% 23 57
7
9% 23 57
7
10% 25 57
9
9% 23 57
7
9% 23 57
7
9% 71 62
5
8% 69 62
3
9% 71 62
5
9% 71 62
5
9% 23 57
7
9% 23 57
7
9% 23 57
7
9% 23 57
7
9% 23 57
7
8% 21 57
5
8% 21 57
5
8% 21 57
5
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NONCORPORATE OVERPAYMENTS AND

UNDERPAYMENTS

Jan. 1, 1999--Mar. 31, 1999
Apr. 1, 1999--Jun. 30, 1999
Jul. 1, 1999--Sep. 30, 1999
Oct. 1, 1999--Dec. 31, 1999
Jan. 1, 2000--Mar. 31, 2000
Apr. 1, 2000--Jun. 30, 2000
Jul. 1, 2000--Sep. 30, 2000
Oct. 1, 2000--Dec. 31, 2000
Jan. 1, 2001--Mar. 31, 2001
Apr. 1, 2001--Jun. 30, 2001
Jul. 1, 2001--Sep. 30, 2001
Oct. 1, 2001--Dec. 31, 2001
Jan. 1, 2002--Mar. 31, 2002
Apr. 1, 2002--Jun. 30, 2002
Jul. 1, 2002--Sep. 30, 2002
Oct. 1, 2002--Dec. 31, 2002
Jan. 1, 2003--Mar. 31, 2003
Apr. 1, 2003--Jun. 30, 2003
Jul. 1, 2003--Sep. 30, 2003
Oct. 1, 2003--Dec. 31, 2003
Jan. 1, 2004--Mar. 31, 2004
Apr. 1, 2004--Jun. 30, 2004
Jul. 1, 2004--Sep. 30, 2004
Oct. 1, 2004--Dec. 31, 2004
Jan. 1, 2005--Mar. 31, 2005
Apr. 1, 2005--Jun. 30, 2005
Jul. 1, 2005--Sep. 30, 2005
Oct. 1, 2005--Dec. 31, 2005
Jan. 1, 2006--Mar. 31, 2006
Apr. 1, 2006--Jun. 30, 2006
Jul. 1, 2006--Sep. 30, 2006
Oct. 1, 2006--Dec. 31, 2006
Jan. 1, 2007--Mar. 31, 2007
Apr. 1, 2007--Jun. 30, 2007
Jul. 1, 2007--Sep. 30, 2007
Oct. 1, 2007--Dec. 31, 2007
Jan. 1, 2008--Mar. 31, 2008
Apr. 1, 2008--Jun. 30, 2008
Jul. 1, 2008--Sep. 30, 2008
Oct. 1, 2008--Dec. 31, 2008
Jan. 1, 2009--Mar. 31, 2009
Apr. 1, 2009--Jun. 30, 2009
Jul. 1, 2009--Sep. 30, 2009
Oct. 1, 2009--Dec. 31, 2009
Jan. 1, 2010--Mar. 31, 2010
Apr. 1, 2010--Jun. 30, 2010
Jul. 1, 2010--Sep. 30, 2010
Oct. 1, 2010--Dec. 31, 2010

RAT

7%
8%
8%
8%
8%
9%
9%
9%
9%
8%
7%
7%
6%
6%
6%
6%
5%
5%
5%
4%
4%
5%
4%
5%
5%
6%
6%
7%
7%
7%
8%
8%
8%
8%
8%
8%
7%
6%
5%
6%
5%
4%
4%
4%
4%
4%
4%
4%

1995-1 C.B.
TABL
E
19
21
21
21
69
71
71
71
23
21
19
19
17
17
17
17
15
15
15
13
61
63
61
63
15
17
17
19
19
19
21
21
21
21
21
21
67
65
63
65
15
13
13
13
13
13
13
13

PA
GE

573
575
575
575
623
625
625
625
577
575
573
573
571
571
571
571
569
569
569
567
615
617
615
617
569
571
571
573
573
573
575
575
575
575
575
575
621
619
617
619
569
567
567
567
567
567
567
567
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Jan. 1, 2011--Mar. 31, 2011
Apr. 1, 2011--Jun. 30, 2011
Jul. 1, 2011--Sep. 30, 2011
Oct. 1, 2011--Dec. 31, 2011
Jan. 1, 2012--Mar. 31, 2012
Apr. 1, 2012--Jun. 30, 2012
Jul. 1, 2012--Sep. 30, 2012
Oct. 1, 2012--Dec. 31, 2012
Jan. 1, 2013--Mar. 31, 2013
Apr. 1, 2013--Jun. 30, 2013
Jul. 1, 2013--Sep. 30, 2013
Oct. 1, 2013--Dec. 31, 2013
Jan. 1, 2014--Mar. 31, 2014
Apr. 1, 2014--Jun. 30, 2014
Jul. 1, 2014--Sep. 30, 2014
Oct. 1, 2014--Dec. 31, 2014
Jan. 1, 2015--Mar. 31, 2015
Apr. 1, 2015--Jun. 30, 2015
Jul. 1, 2015--Sep. 30, 2015
Oct. 1. 2015--Dec. 31, 2015
Jan. 1, 2016--Mar. 31, 2016
Apr. 1, 2016--Jun. 30, 2016
Jul. 1, 2016--Sep. 30, 2016
Oct. 1, 2016--Dec. 31, 2016
Jan. 1, 2017--Mar. 31, 2017
Apr. 1, 2017--Jun. 30, 2017
Jul. 1, 2017--Sep. 30, 2017
Oct. 1, 2017--Dec. 31, 2017
Jan. 1, 2018--Mar. 31, 2018
Apr. 1, 2018--Jun. 30, 2018

3%
4%
4%
3%
3%
3%
3%
3%
3%
3%
3%
3%
3%
3%
3%
3%
3%
3%
3%
3%
3%
4%
4%
4%
4%
4%
4%
4%
4%
5%

TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 - PRESENT
CORPORATE OVERPAYMENTS AND UNDERPAYMENTS

Jan. 1, 1999--Mar. 31, 1999
Apr. 1, 1999--Jun. 30, 1999
Jul. 1, 1999--Sep. 30, 1999
Oct. 1, 1999--Dec. 31, 1999
Jan. 1, 2000--Mar. 31, 2000
Apr. 1, 2000--Jun. 30, 2000
Jul. 1, 2000--Sep. 30, 2000

Oct. 1, 2000--Dec. 31, 2000

11
13
13
11
59
59
59
59
11
11
11
11
11
11
11
11
11
11
11
11
59
61
61
61
13
13
13
13
13
15

OVERPAYMENTS
1995-1 C.B.
RAT TABL PG

E E
6% 17 57
1
7% 19 57
3
7% 19 57
3
7% 19 57
3
7% 67 62
1
8% 69 62
3
8% 69 62
3
8% 69 62
3

565
567
567
565
613
613
613
613
565
565
565
565
565
565
565
565
565
565
565
565
613
615
615
615
567
567
567
567
567
569

UNDERPAYMENT
S
1995-1 C.B.
RAT TABL PG

E E
7% 19 57
3
8% 21 57
5
8% 21 57
5
8% 21 57
5
8% 69 62
3
9% 71 62
5
9% 71 62
5
9% 71 62
5
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TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 - PRESENT
CORPORATE OVERPAYMENTS AND UNDERPAYMENTS
OVERPAYMENTS UNDERPAYMENT

S

1995-1 C.B. 1995-1 C.B.
RAT TABL PG RAT TABL PG

E E E E

Jan. 1, 2001--Mar. 31, 2001 8% 21 57 9% 23 57
5 7
Apr. 1, 2001--Jun. 30, 2001 7% 19 57 8% 21 57
3 5
Jul. 1, 2001--Sep. 30, 2001 6% 17 57 % 19 57
1 3
Oct. 1, 2001--Dec. 31, 2001 6% 17 57 % 19 57
1 3
Jan. 1, 2002--Mar. 31, 2002 5% 15 56 6% 17 57
9 1
Apr. 1, 2002--Jun. 30, 2002 5% 15 56 6% 17 57
9 1
Jul. 1, 2002--Sep. 30, 2002 5% 15 56 6% 17 57
9 1
Oct. 1, 2002--Dec. 31, 2002 5% 15 56 6% 17 57
9 1
Jan. 1, 2003--Mar. 31, 2003 4% 13 56 5% 15 56
7 9
Apr. 1, 2003--Jun. 30, 2003 4% 13 56 5% 15 56
7 9
Jul. 1, 2003--Sep. 30, 2003 4% 13 56 5% 15 56
7 9
Oct. 1, 2003--Dec. 31, 2003 3% 11 56 4% 13 56
5 7
Jan. 1, 2004--Mar. 31, 2004 3% 59 61 4% 61 61
3 5
Apr. 1, 2004--Jun. 30, 2004 4% 61 61 5% 63 61
5 7
Jul. 1, 2004--Sep. 30, 2004 3% 59 61 4% 61 61
3 5
Oct. 1, 2004--Dec. 31, 2004 4% 61 61 5% 63 61
5 7
Jan. 1, 2005--Mar. 31, 2005 4% 13 56 5% 15 56
7 9
Apr. 1, 2005--Jun. 30, 2005 5% 15 56 6% 17 57
9 1
Jul. 1, 2005--Sep. 30, 2005 5% 15 56 6% 17 57
9 1
Oct. 1, 2005--Dec. 31, 2005 6% 17 57 % 19 57
1 3
Jan. 1, 2006--Mar. 31, 2006 6% 17 57 % 19 57
1 3
Apr. 1, 2006--Jun. 30, 2006 6% 17 57 % 19 57
1 3
Jul. 1, 2006--Sep. 30, 2006 7% 19 57 8% 21 57
3 5
Oct. 1, 2006--Dec. 31, 2006 7% 19 57 8% 21 57
3 5
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TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 - PRESENT
CORPORATE OVERPAYMENTS AND UNDERPAYMENTS
OVERPAYMENTS UNDERPAYMENT

S

1995-1 C.B. 1995-1 C.B.
RAT TABL PG RAT TABL PG

E E E E

Jan. 1, 2007--Mar. 31, 2007 7% 19 57 8% 21 57
3 5
Apr. 1, 2007--Jun. 30, 2007 7% 19 57 8% 21 57
3 5
Jul. 1, 2007--Sep. 30, 2007 7% 19 57 8% 21 57
3 5
Oct. 1, 2007--Dec. 31, 2007 7% 19 57 8% 21 57
3 5
Jan. 1, 2008--Mar. 31, 2008 6% 65 61 7% 67 62
9 1
Apr. 1, 2008--Jun. 30, 2008 5% 63 61 6% 65 61
7 9
Jul. 1, 2008--Sep. 30, 2008 4% 61 61 5% 63 61
5 7
Oct. 1, 2008--Dec. 31, 2008 5% 63 61 6% 65 61
7 9
Jan. 1, 2009--Mar. 31, 2009 4% 13 56 5% 15 56
7 9
Apr. 1, 2009--Jun. 30, 2009 3% 11 56 4% 13 56
5 7
Jul. 1, 2009--Sep. 30, 2009 3% 11 56 4% 13 56
5 7
Oct. 1, 2009--Dec. 31, 2009 3% 11 56 4% 13 56
5 7
Jan. 1, 2010--Mar. 31, 2010 3% 11 56 4% 13 56
5 7
Apr. 1, 2010--Jun. 30, 2010 3% 11 56 4% 13 56
5 7
Jul. 1, 2010--Sep. 30, 2010 3% 11 56 4% 13 56
5 7
Oct. 1, 2010--Dec. 31, 2010 3% 11 56 4% 13 56
5 7
Jan. 1, 2011--Mar. 31, 2011 2% 9 56 3% 11 56
3 5
Apr. 1, 2011--Jun. 30, 2011 3% 11 56 4% 13 56
5 7
Jul. 1, 2011--Sep. 30, 2011 3% 11 56 4% 13 56
5 7
Oct. 1, 2011--Dec. 31, 2011 2% 9 56 3% 11 56
3 5
Jan. 1, 2012--Mar. 31, 2012 2% 57 61 3% 59 61
1 3
Apr. 1, 2012--Jun. 30, 2012 2% 57 61 3% 59 61
1 3
Jul. 1, 2012--Sep. 30, 2012 2% 57 61 3% 59 61
1 3
Oct. 1, 2012--Dec. 31, 2012 2% 57 61 3% 59 61
1 3
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TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 - PRESENT
CORPORATE OVERPAYMENTS AND UNDERPAYMENTS
OVERPAYMENTS UNDERPAYMENT

s
1995-1 C.B. 1995-1 C.B.
RAT TABL PG RAT TABL PG
E E E E

Jan. 1, 2013--Mar. 31, 2013 2% 9 56 3% 11 56
3 5

Apr. 1, 2013--Jun. 30, 2013 2% 9 56 3% 11 56
3 5

Jul. 1, 2013--Sep. 30, 2013 2% 9 56 3% 11 56
3 5

Oct. 1, 2013--Dec. 31, 2013 2% 9 56 3% 11 56
3 5

Jan. 1, 2014--Mar. 31, 2014 2% 9 56 3% 11 56
3 5

Apr. 1, 2014--Jun. 30, 2014 2% 9 56 3% 11 56
3 5

Jul. 1, 2014--Sep. 30, 2014 2% 9 56 3% 11 56
3 5

Oct. 1, 2014--Dec. 31, 2014 2% 9 56 3% 11 56
3 5

Jan. 1, 2015--Mar. 31, 2015 2% 9 56 3% 11 56
3 5

Apr. 1, 2015--Jun. 30, 2015 2% 9 56 3% 11 56
3 5

Jul. 1. 2015--Sep. 30, 2015 2% 9 56 3% 11 56
3 5

Oct. 1, 2015--Dec. 31, 2015 2% 9 56 3% 11 56
3 5

Jan. 1, 2016--Mar. 31, 2016 2% 57 61 3% 59 61
1 3

Apr. 1, 2016--Jun. 30, 2016 3% 59 61 4% 61 61
3 5

Jul. 1, 2016--Sep. 30, 2016 3% 59 61 4% 61 61
3 5

Oct. 1, 2016--Dec. 31, 2016 3% 59 61 4% 61 61
3 5

Jan. 1, 2017--Mar. 31, 2017 3% 11 56 4% 13 56
5 7

Apr. 1, 2017--Jun. 30, 2017 3% 11 56 4% 13 56
5 7

Jul. 1, 2017--Sep. 30, 2017 3% 11 56 4% 13 56
5 7

Oct. 1, 2017--Dec. 31. 2017 3% 11 56 4% 13 56
5 7

Jan. 1, 2018--Mar. 31, 2018 3% 11 56 4% 13 56
5 7

Apr. 1, 2018--Jun. 30, 2018 4% 13 56 5% 15 56
7 9

TABLE OF INTEREST RATES FOR
LARGE CORPORATE UNDERPAYMENTS
FROM JANUARY 1, 1991 - PRESENT
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1995-1 C.B.
RAT TABL
E E

Jan. 1, 1991 Mar. 31, 1991 13% 31
Apr. 1, 1991--Jun. 30, 1991 12% 29
Jul. 1, 1991--Sep. 30, 1991 12% 29
Oct. 1, 1991--Dec. 31, 1991 12% 29
Jan. 1, 1992--Mar. 31, 1992 11% 75
Apr. 1, 1992--Jun. 30, 1992 10% 73
Jul. 1, 1992--Sep. 30, 1992 10% 73
Oct. 1, 1992--Dec. 31, 1992 9% 71
Jan. 1, 1993--Mar. 31, 1993 9% 23
Apr. 1, 1993--Jun. 30, 1993 9% 23
Jul. 1, 1993--Sep. 30, 1993 9% 23
Oct. 1, 1993--Dec. 31, 1993 9% 23
Jan. 1, 1994--Mar. 31, 1994 9% 23
Apr. 1, 1994--Jun. 30, 1994 9% 23
Jul. 1, 1994--Sep. 30, 1994 10% 25
Oct. 1, 1994--Dec. 31, 1994 11% 27
Jan. 1, 1995--Mar. 31, 1995 11% 27
Apr. 1, 1995--Jun. 30, 1995 12% 29
Jul. 1, 1995--Sep. 30, 1995 11% 27
Oct. 1, 1995--Dec. 31, 1995 11% 27
Jan. 1, 1996--Mar. 31, 1996 11% 75
Apr. 1, 1996--Jun. 30, 1996 10% 73
Jul. 1, 1996--Sep. 30, 1996 11% 75
Oct. 1, 1996--Dec. 31, 1996 11% 75
Jan. 1, 1997--Mar. 31, 1997 11% 27
Apr. 1, 1997--Jun. 30, 1997 11% 27
Jul. 1, 1997--Sep. 30, 1997 11% 27

PG

58

58

58

58

62

62

62

62

57

57

57

57

57

57

57

58

58

58

58

58

62

62

62

62

58

58

58
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Oct. 1, 1997--Dec. 31, 1997
Jan. 1, 1998--Mar. 31, 1998
Apr. 1, 1998--Jun. 30, 1998
Jul. 1, 1998--Sep. 30, 1998
Oct. 1, 1998--Dec. 31, 1998
Jan. 1, 1999--Mar. 31, 1999
Apr. 1, 1999--Jun. 30, 1999
Jul. 1, 1999--Sep. 30, 1999
Oct. 1, 1999--Dec. 31, 1999
Jan. 1, 2000--Mar. 31, 2000
Apr. 1, 2000--Jun. 30, 2000
Jul. 1, 2000--Sep. 30, 2000
Oct. 1, 2000--Dec. 31, 2000
Jan. 1, 2001--Mar. 31, 2001
Apr. 1, 2001--Jun. 30, 2001
Jul. 1, 2001--Sep. 30, 2001
Oct. 1, 2001--Dec. 31, 2001
Jan. 1, 2002--Mar. 31, 2002
Apr. 1, 2002--Jun. 30, 2002
Jul. 1, 2002--Sep. 30, 2002
Oct. 1, 2002--Dec. 31, 2002
Jan. 1, 2003--Mar. 31, 2003
Apr. 1, 2003--Jun. 30, 2003
Jul. 1, 2003--Sep. 30, 2003
Oct. 1, 2003--Dec. 31, 2003
Jan. 1, 2004--Mar. 31, 2004
Apr. 1, 2004--Jun. 30, 2004
Jul. 1, 2004--Sep. 30, 2004

Oct. 1, 2004--Dec. 31, 2004

11%

11%

10%

10%

10%

9%

10%

10%

10%

10%

11%

11%

11%

11%

10%

9%

9%

8%

8%

8%

8%

7%

7%

7%

6%

6%

7%

6%

7%

27

27

25

25

25

23

25

25

25

73

75

75

75

27

25

23

23

21

21

21

21

19

19

19

17

65

67

65

67

58

58

57

57

57

57

57

57

57

62

62

62

62

58

57

57

57

57

57

57

57

57

57

57

57

61

62

61

62
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Jan. 1, 2005--Mar. 31, 2005
Apr. 1, 2005--Jun. 30, 2005
Jul. 1, 2005--Sep. 30, 2005
Oct. 1, 2005--Dec. 31, 2005
Jan. 1, 2006--Mar. 31, 2006
Apr. 1, 2006--Jun. 30, 2006
Jul. 1, 2006--Sep. 30, 2006
Oct. 1, 2006--Dec. 31, 2006
Jan. 1, 2007--Mar. 31, 2007
Apr. 1, 2007--Jun. 30, 2007
Jul. 1, 2007--Sep. 30, 2007
Oct. 1, 2007--Dec. 31, 2007
Jan. 1, 2008--Mar. 31, 2008
Apr. 1, 2008--Jun. 30, 2008
Jul. 1, 2008--Sep. 30, 2008
Oct. 1, 2008--Dec. 31, 2008
Jan. 1, 2009--Mar. 31, 2009
Apr. 1, 2009--Jun. 30, 2009
Jul. 1, 2009--Sep. 30, 2009
Oct. 1, 2009--Dec. 31, 2009
Jan. 1, 2010--Mar. 31, 2010
Apr. 1, 2010--Jun. 30, 2010
Jul. 1, 2010--Sep. 30, 2010
Oct. 1, 2010--Dec. 31, 2010
Jan. 1, 2011--Mar. 31, 2011
Apr. 1, 2011--Jun. 30, 2011
Jul. 1, 2011--Sep. 30, 2011

Oct. 1, 2011--Dec. 31, 2011

7%

8%

8%

9%

9%

9%

10%

10%

10%

10%

10%

10%

9%

8%

7%

8%

7%

6%

6%

6%

6%

6%

6%

6%

5%

6%

6%

5%

19

21

21

23

23

23

25

25

25

25

25

25

71

69

67

69

19

17

17

17

17

17

17

17

15

17

17

15

57

57

57

57

57

57

57

57

57

57

57

57

62

62

62

62

57

57

57

57

57

57

57

57

56

57

57

56
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Jan. 1, 2012--Mar. 31, 2012
Apr. 1, 2012--Jun. 30, 2012
Jul. 1, 2012--Sep. 30, 2012
Oct. 1, 2012--Dec. 31, 2012
Jan. 1, 2013--Mar. 31, 2013
Apr. 1, 2013--Jun. 30, 2013
Jul. 1, 2013--Sep. 30, 2013
Oct. 1, 2013--Dec. 31, 2013
Jan. 1, 2014--Mar. 31, 2014
Apr. 1, 2014--Jun. 30, 2014
Jul. 1, 2014--Sep. 30, 2014
Oct. 1, 2014--Dec. 31, 2014
Jan. 1, 2015--Mar. 31, 2015
Apr. 1, 2015--Jun. 30, 2015
Jul. 1, 2015--Sep. 30, 2015
Oct. 1, 2015--Dec. 31, 2015
Jan. 1, 2016--Mar. 31, 2016
Apr. 1, 2016--Jun. 30, 2016
Jul. 1, 2016--Sep. 30, 2016
Oct. 1, 2016--Dec. 31, 2016
Jan. 1, 2017--Mar. 31, 2017
Apr. 1, 2017--Jun. 30, 2017
Jul. 1, 2017--Sep. 30, 2017
Oct. 1, 2017--Dec. 31, 2017
Jan. 1, 2018--Mar. 31, 2018

Apr. 1, 2018--Jun. 30, 2018

TABLE OF INTEREST RATES FOR CORPORATE
OVERPAYMENTS EXCEEDING $10,000
FROM JANUARY 1, 1995 - PRESENT
1995-1 C.B.

5%

5%

5%

5%

5%

5%

5%

5%

5%

5%

5%

5%

5%

5%

5%

5%

5%

6%

6%

6%

6%

6%

6%

6%

6%

7%

63

63

63

63

15

15

15

15

15

15

15

15

15

15

15

15

63

65

65

65

17

17

17

17

17

19

61

61

61

61

56

56

56

56

56

56

56

56

56

56

56

56

61

61

61

61

57

57

57

57

57

57
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Jan. 1, 1995--Mar. 31, 1995
Apr. 1, 1995--Jun. 30, 1995
Jul. 1, 1995--Sep. 30, 1995
Oct. 1, 1995--Dec. 31, 1995
Jan. 1, 1996--Mar. 31, 1996
Apr. 1, 1996--Jun. 30, 1996
Jul. 1, 1996--Sep. 30, 1996
Oct. 1, 1996--Dec. 31, 1996
Jan. 1, 1997--Mar. 31, 1997
Apr. 1, 1997--Jun. 30, 1997
Jul. 1, 1997--Sep. 30, 1997
Oct. 1, 1997--Dec. 31, 1997
Jan. 1, 1998--Mar. 31, 1998
Apr. 1, 1998--Jun. 30, 1998
Jul. 1. 1998--Sep. 30, 1998
Oct. 1, 1998--Dec. 31, 1998
Jan. 1, 1999--Mar. 31, 1999
Apr. 1, 1999--Jun. 30, 1999
Jul. 1, 1999--Sep. 30, 1999
Oct. 1, 1999--Dec. 31, 1999
Jan. 1, 2000--Mar. 31, 2000
Apr. 1, 2000--Jun. 30, 2000
Jul. 1, 2000--Sep. 30, 2000
Oct. 1, 2000--Dec. 31, 2000
Jan. 1, 2001--Mar. 31, 2001
Apr. 1, 2001--Jun. 30, 2001
Jul. 1, 2001--Sep. 30, 2001

Oct. 1, 2001--Dec. 31, 2001

RATE

6.5%

7.5%

6.5%

6.5%

6.5%

5.5%

6.5%

6.5%

6.5%

6.5%

6.5%

6.5%

6.5%

5.5%

5.5%

5.5%

4.5%

5.5%

5.5%

5.5%

5.5%

6.5%

6.5%

6.5%

6.5%

5.5%

4.5%

4.5%

TABL

18

20

18

18

66

64

66

66

18

18

18

18

18

16

16

16

14

16

16

16

64

66

66

66

18

16

14

14

PG

57

57

57

57

62

61

62

62

57

57

57

57

57

57

57

57

56

57

57

57

61

62

62

62

57

57

56

56
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Jan. 1, 2002--Mar. 31, 2002
Apr. 1, 2002--Jun. 30, 2002
Jul. 1, 2002--Sep. 30, 2002
Oct. 1, 2002--Dec. 31, 2002
Jan. 1, 2003--Mar. 31, 2003
Apr. 1, 2003--Jun. 30, 2003
Jul. 1, 2003--Sep. 30, 2003
Oct. 1, 2003--Dec. 31, 2003
Jan. 1, 2004--Mar. 31, 2004
Apr. 1, 2004--Jun. 30, 2004
Jul. 1, 2004--Sep. 30, 2004
Oct. 1, 2004--Dec. 31, 2004
Jan. 1, 2005--Mar. 31, 2005
Apr. 1, 2005--Jun. 30, 2005
Jul. 1, 2005--Sep. 30, 2005
Oct. 1, 2005--Dec. 31, 2005
Jan. 1, 2006--Mar. 31, 2006
Apr. 1, 2006--Jun. 30, 2006
Jul. 1, 2006--Sep. 30, 2006
Oct. 1, 2006--Dec. 31, 2006
Jan. 1, 2007--Mar. 31, 2007
Apr. 1, 2007--Jun. 30, 2007
Jul. 1, 2007--Sep. 30, 2007
Oct. 1, 2007--Dec. 31, 2007
Jan. 1, 2008--Mar. 31, 2008
Apr. 1, 2008--Jun. 30, 2008
Jul. 1, 2008--Sep. 30, 2008

Oct. 1, 2008--Dec. 31, 2008

3.5%

3.5%

3.5%

3.5%

2.5%

2.5%

2.5%

1.5%

1.5%

2.5%

1.5%

2.5%

2.5%

3.5%

3.5%

4.5%

4.5%

4.5%

5.5%

5.5%

5.5%

5.5%

5.5%

5.5%

4.5%

3.5%

2.5%

3.5%

12

12

12

12

10

10

10

56

58

56

58

10

12

12

14

14

14

16

16

16

16

16

16

62

60

58

60

56

56

56

56

56

56

56

56

61

61

61

61

56

56

56

56

56

56

57

57

57

57

57

57

61

61

61

61
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Jan. 1, 2009--Mar. 31, 2009 2.5% 10 56
4

Apr. 1, 2009--Jun. 30, 2009 1.5% 8 56
2

Jul. 1, 2009--Sep. 30, 2009 1.5% 8 56
2

Oct. 1, 2009--Dec. 31, 2009 1.5% 8 56
2

Jan. 1, 2010--Mar. 31, 2010 1.5% 8 56
2

Apr. 1, 2010--Jun. 30, 2010 1.5% 8 56
2

Jul. 1, 2010--Sep. 30, 2010 1.5% 8 56
2

Oct. 1, 2010--Dec. 31, 2010 1.5% 8 56
2

Jan. 1, 2011--Mar. 31, 2011 0.5%*

Apr. 1, 2011--Jun. 30, 2011 1.5% 8 56
2

Jul. 1, 2011--Sep. 30, 2011 1.5% 8 56
2

Oct. 1, 2011--Dec. 31, 2011 0.5%*

Jan. 1, 2012--Mar. 31, 2012 0.5%*

Apr. 1, 2012--Jun. 30, 2012 0.5%*

Jul. 1, 2012--Sep. 30, 2012 0.5%*

Oct. 1, 2012--Dec. 31, 2012 0.5%*

Jan. 1, 2013--Mar. 31, 2013 0.5%*

Apr. 1, 2013--Jun. 30, 2013 0.5%*

Jul. 1, 2013--Sep. 30, 2013 0.5%*

Oct. 1, 2013--Dec. 31, 2013 0.5%*

Jan. 1, 2014--Mar. 31, 2014 0.5%*

Apr. 1, 2014--Jun. 30, 2014 0.5%*

Jul. 1, 2014--Sep. 30, 2014 0.5%*

Oct. 1, 2014--Dec. 31, 2014 0.5%*

Jan. 1, 2015--Mar. 31, 2015 0.5%*

Apr. 1, 2015--Jun. 30, 2015 0.5%*

Jul. 1, 2015--Sep. 30, 2015 0.5%*

Oct. 1, 2015--Dec. 31, 2015 0.5%*

Jan. 1, 2016--Mar. 31, 2016 0.5%*

Apr. 1, 2016--Jun. 30, 2016 1.5% 56 61
0

Jul. 1, 2016--Sep. 30, 2016 1.5% 56 61
0

Oct. 1, 2016--Dec. 31, 2016 1.5% 56 61
0

Jan. 1, 2017--Mar. 31, 2017 1.5% 8 56
2

Apr. 1, 2017--Jun. 30, 2017 1.5% 8 56
2

Jul. 1, 2017--Sep. 30, 2017 1.5% 8 56
2

.110
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Load Date: 2018-03-08

2018 IRB LEXIS 141, *4

Oct. 1, 2017--Dec. 31, 2017 1.5%
Jan. 1, 2018--Mar. 31, 2018 1.5%
Apr. 1, 2018--Jun. 30, 2018 2.5%

* The asterisk reflects the interest
factors for daily compound interest for
annual rates of 0.5 percent published in
Appendix A of this Revenue Ruling.

10

56

56

56
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LBR 2002-2

(e) Request to be Added to Courtesy NEF.

(1) Filing. Any person or entity registered as a CM/ECF User may file a Request to
be Added to Courtesy NEF in any case or proceeding, using the court-approved
form.

(2) Consent to Electronic Notice and Service. Subject to the provisions of LBR
9036-1, a person or entity who files a Request to be Added to Courtesy NEF
consents to electronic notice and service from the clerk and parties in interest in
the case or proceeding.

(3) No Duty. The filing of a Request to be Added to Courtesy NEF does not create a
duty on the clerk or any party in interest to provide notice or service of any
document.

LBR 2002-2. NOTICE TO AND SERVICE UPON THE UNITED STATES OR
FEDERAL AGENCIES

(a) United States Trustee.

(1) Duty to Provide Notice to and Service Upon the United States trustee. Pursuant
to FRBP 2002(k), FRBP 9034 and these rules, and unless otherwise directed, a
copy of any document filed by a person or entity in a bankruptcy case or
adversary proceeding under chapters 7, 9, or 11 must be served upon the United
States trustee. In chapter 12 or 13 cases, only a notice of conversion or motion to
convert the case to another chapter must be served upon the United States trustee.
Proofs of claim or copies thereof must not be served upon the United States
trustee.

(2) Consent to Electronic Notice and Service of Documents Filed with the Court.
Notwithstanding subsection (a)(1) of this rule, and except as provided in
subsection (a)(3) of this rule, the United States trustee consents to electronic
notice and service of any document filed in a bankruptcy case or adversary
proceeding.

(A) Electronic Notice. The electronic transmission to the United States trustee
of an NEF or a notice through the Bankruptcy Noticing Center constitutes
notice to the United States trustee of a document filed in a bankruptcy case
or adversary proceeding, including notice of entry of an order or judgment,
whether it is the duty of the clerk or another person or entity to give such
notice. A proof of service prepared and filed pursuant to LBR 9013-3 must
state that the United States trustee will be served electronically by the court.

14 1217 11,



LBR 2002-2

(B) Electronic Service. The electronic transmission to the United States trustee
of an NEF regarding a document filed in a bankruptcy case or adversary
proceeding, which is required to be served on the United States trustee
pursuant to FRBP 2002(k), FRBP 9022, FRBP 9034 or these rules,
constitutes service of the document on the United States trustee. A proof of
service prepared and filed pursuant to LBR 9013-3 must state that the
United States trustee will be served electronically by the court.

(3) Exceptions to Electronic Notice and Service. Notwithstanding the foregoing and
in addition to the exceptions to electronic notice and service set forth in LBR
9036-1(a)(2), the following documents must be served on the United States
trustee non-electronically:

(A) A document exceeding 50 pages in length, including exhibits;

(B) A motion to be heard on an emergency basis pursuant to LBR 9075-1(a) or
on shortened notice pursuant to LBR 9075-1(b), and any response thereto;

(C) Any document filed within 7 days of the date of the hearing;

(D) Proposed orders or judgments if required to be served on the United States
trustee under LBR 9021-1(b);

(E) Complaints served upon the United States trustee as a defendant. Persons
and entities must comply with FRBP 7004(b)(10) when the United States
trustee is named in an adversary proceeding as a party, whether or not the
United States trustee is a trustee in the case; and

(F) Any document served upon the United States trustee and/or any of the
United States trustee’s staff in their capacity as individuals. The service of
any such document must be made in compliance with Rule 4 of the
F.R.Civ.P. and with any and all other applicable rules of civil, bankruptcy
and/or appellate procedure.

(4) Telephonic Notice of Hearing Set on an Emergency Basis or Shortened Notice.
Telephonic notice of a hearing set on an emergency basis or hearing set on
shortened notice basis pursuant to LBR 9075-1 must be given to the United States
trustee if the United States trustee would otherwise be entitled to notice of the
type of motion or hearing.

(5) Place of Service for Non-electronic Notice or Service. For documents for which
the United States trustee has not consented to electronic notice and service, the
United States trustee must be served non-electronically at the applicable mailing
address listed in the Register of Federal and State Governmental Unit Addresses
contained in the Court Manual.
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LBR 2004-1

(b) United States Attorney. The United States attorney for this district has waived notice
under FRBP 2002(j). If notice is required in a case or proceeding, the United States
attorney must file a request for notice with the court and serve the debtor, debtor’s
attorney (if any), the United States trustee, any trustee, and the representatives of any
committee appointed in a case.

(c) Internal Revenue Service.

(1) General Notice Matters. Except with respect to contested matters or adversary
proceedings (where service must comply with the requirements of FRBP 7004
and LBR 2002-2(c)(2)), or as otherwise ordered by the court, the United States
Internal Revenue Service must be served at the address listed in the Register of
Federal and State Governmental Unit Addresses contained in the Court Manual.

(2) Adversary Proceedings and Contested Matters. In all contested matters and
adversary proceedings involving the United States Internal Revenue Service, the
United States, the Attorney General in Washington, D.C., and the United States
attorney in Los Angeles must be served at addresses listed in the Register of
Federal and State Governmental Unit Addresses contained in the Court Manual.

LBR 2004-1. MOTIONS FOR EXAMINATION UNDER FRBP 2004

(a) Conference Required. Prior to filing a motion for examination or for production of
documents under FRBP 2004, the moving party must attempt to confer (in person or
telephonically) with the entity to be examined, or its counsel, to arrange for a mutually
agreeable date, time, place, and scope of an examination or production.

(b) Motion. A motion for examination under FRBP 2004 must be filed stating the name,
place of residence, and the place of employment of the entity to be examined, if known.
The motion must include a declaration of counsel stating whether the required
conference was held and the efforts made to obtain an agreeable date, time, place, and
scope of an examination or production. The motion must also explain why the
examination cannot proceed under FRBP 7030 or 9014.

() Notice and Service. The motion must be served on the debtor, debtor’s attorney (if
any), the trustee (if any), the United States trustee, and the entity to be examined. Not
less than 21 days notice of the examination must be provided, calculated from the date
of service of the motion, unless otherwise ordered by the court.

(d) Order. Unless otherwise ordered by the court, a motion for examination will be ruled
on without a hearing pursuant to LBR 9013-1(p).

(e) Subpoena. If the court approves a Rule 2004 examination of an entity other than the
debtor, the attendance of the entity for examination and for the production of
documents must be compelled by subpoena issued, and served pursuant to FRBP 9016
and F.R.Civ.P. 45.
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Appendix D

1.0 Federal Rules of Bankruptcy Procedure 5003(e)

Pursuant to Federal Rules of Bankruptcy Procedure 5003(e), federal and state
agencies may file a statement with the court designating their mailing addresses.
See Local Bankruptcy Rule 2002-2 for related noticing requirements.

2.0 Federal Agencies

2.1 Internal Revenue Service (IRS)

Internal Revenue Service
P.O. Box 7346
Philadelphia, PA 19101-7346

2.2 Securities Exchange Commission

U.S. Securities and Exchange Commission
Attn: Bankruptcy Counsel

444 South Flower Street, Suite 900

Los Angeles, CA 90071-9591

2.3 United States Trustee

a. Electronic Notice and Service. The Office of the United States
Trustee consented to electronic notice and service of documents.
Therefore, service of documents by U.S. mail is not necessary in
cases where a Notice of Electronic Filing is generated upon filing a
document with the court electronically in CM/ECF.

b. Notice and Service by U.S. Mail. When service by U.S. mail is
necessary, papers must be served on the Office of the United
States Trustee at the following addresses:

Court Manual D-3 January 2017
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1. Papers in All Cases and Proceedings Assigned to Los
Angeles Judges:

United States Trustee
915 Wilshire Blvd., Suite 1850
Los Angeles, CA 90017

2. Papers in All Cases and Proceedings Assigned to Santa
Ana Division Judges:

United States Trustee
411 West Fourth Street, Suite 7160
Santa Ana, CA 92701

3. Papers in All Cases and Proceedings Assigned to
Riverside Division Judges:

United States Trustee
3801 University Avenue, Suite 720
Riverside, CA 92501

4. Papers in All Cases and Proceedings Assigned to
Northern Division and San Fernando Valley Judges:

United States Trustee
915 Wilshire Blvd., Suite 1850
Los Angeles, CA 90017

2.4 United States Attorney. In contested matters and adversary proceedings
involving the United States, the United States Attorney and Attorney
General shall be served at the following addresses:

a. Civil Process Clerk

United States Attorney’s Office
Federal Building, Room 7516
300 North Los Angeles Street
Los Angeles, CA 90012

Court Manual D-4 January 2017
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b. Attorney General

United States Department of Justice
Ben Franklin Station

P. O. Box 683

Washington, DC 20044

2.5 United States Small Business Administration (SBA). Send notices to
the SBA at the following address in bankruptcy cases where the SBA is a
creditor (do not send notices to the SBA if the SBA is not a creditor).

U.S. Small Business Administration
Attn: So Cal Legal Unit

330 North Brand Boulevard, Suite 1200
Glendale, CA 91203-2304

3.0 State Agencies

3.1  State of California Employment Development Department

Employment Development Department
Bankruptcy Group MIC 92E

P. O. Box 826880

Sacramento, CA 94280-0001

3.2  State of California Franchise Tax Board
a. Service of Adversary Proceedings:

Franchise Tax Board Chief Counsel
c/o General Counsel Section

P.O. Box 1720, MS: A-260

Rancho Cordova, CA 95741-1720

b. Bankruptcy Code Section 505 Requests and All Other Service
and Notices:

Franchise Tax Board Bankruptcy Section, MS: A-340
P. O. Box 2952
Sacramento, CA 95812-2952

Court Manual D-5 January 2017
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Appendix D

State of California Board of Equalization

a. Service of Adversary Proceedings:

Executive Director

State Board of Equalization
450 N Street, MIC: 73
Sacramento, CA 95814-0073

b. Bankruptcy Code Section 505 Requests:

State Board of Equalization

Special Operations Bankruptcy Team, MIC: 74
P.O. Box 942879

Sacramento, CA 94279-0074

C. All Other Service and Bankruptcy Notices:

State Board of Equalization
Account Information Group, MIC: 29
P.O. Box 942879

Sacramento, CA 94279-0029

4.0 Los Angeles County Treasurer and Tax Collector

4.1

Los Angeles County Tax Collector. The methods of making tax
payments in Los Angeles County are set forth in the Tax Collector’'s web
site at: <http://ttc.lacounty.gov.>  Moreover, any taxpayer and/or
bankruptcy counsel with questions on how to make tax payments may call
1(888) 807-2111. The correct and proper address to serve the Los
Angeles County Tax Collector is:

Los Angeles County Tax Collector
P. O. Box 54110
Los Angeles, CA 90054-0110

Court Manual
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Fill in this information to identify the case:

Debtor 2
(Spouse, if filing)

United States Bankruptcy Court for the: CENTRAL

Case number 2:18-BK-SK

District of CALIFORNIA
(State)

Official Form 410
Proof of Claim 04/16

Read the instructions before filling out this form. This form is for making a claim for payment in a bankruptcy case. Do not use this form to
make a request for payment of an administrative expense. Make such a request according to 11 U.S.C. § 503.

Filers must leave out or redact information that is entitled to privacy on this form or on any attached documents. Attach redacted copies of any

documents that support the claim, such as promissory notes, purchase orders, invoices, itemized statements of running accounts, contracts, judgments,

mortgages, and security agreements. Do not send original documents; they may be destroyed after scanning. If the documents are not available,
explain in an attachment.

A person who files a fraudulent claim could be fined up to $500,000, imprisoned for up to 5 years, or both. 18 U.S.C. §8 152, 157, and 3571.

Fill in all the information about the claim as of the date the case was filed. That date is on the notice of bankruptcy (Form 309) that you received.

Identify the Claim

1. Who is the current

Department of the Treasury - Internal Revenue Service

creditor? Name of the current creditor (the person or entity to be paid for this claim)
Other names the creditor used with the debtor
2. Has this claim been H No

acquired from

someone else? [ Yes. From whom?

3. Where should notices Where should notices to the creditor be sent?

Where should payments to the creditor be sent? (if
and payments to the

creditor be sent?

Federal Rule of
Bankruptcy Procedure

Internal Revenue Service

different)

Internal Revenue Service

Name

Name

(FRBP) 2002(g) P.O. Box 7346 Insolvency Group 1 300 North Los Angeles St, M/S 5022
Number Street Number Street
Philadelphia PA 19101-7346 Los Angeles CA 90012
City State ZIP Code City State ZIP Code

Contact phone  1-800-973-0424

Contact email

Creditor Number: 38571765

Contact phone |

Contact email

Uniform claim identifier for electronic payments in chapter 13 (if you use one)

. Does this claim amend H No
one already filed? ) Yes.  Claim number on court claims registry (if known) 1 Filed on:
MM /DD /YYYY
. Do you know if anyone m No

else has filed a proof
of claim for this claim?

L) Yes. Who made the earlier filing?
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Give Information About the Claim as of the Date the Case Was Filed

6. Do you have any number [ No
you use to identify the B Yes. Last 4 digits of the debtor's account or any number you use to identify the debtor: ~ See Attachment
debtor?

7. How much is the claim? $342,852.91

Does this amount include interest or other charges?
O No

B Yes. Attach statement itemizing interest, fees, expenses, or other
charges required by Bankruptcy Rule 3001(c)(2)(A).

8. What is the basis of the
claim?

Examples: Goods sold, money loaned, lease, services performed, personal injury or wrongful death, or credit card.
Attach redacted copies of any documents supporting the claim required by Bankruptcy Rule 3001(c).

Limit disclosing information that is entitled to privacy, such as health care information.

Taxes

9. Is all or part of the claim
secured?

00 No
B Yes. The claim is secured by a lien on property.

Nature of property:

W Real Estate. If the claim is secured by the debtor's principal residence, file a Mortgage Proof of Claim
Attachment (Official Form 410-A) with this Proof of Claim.

m Motor Vehicle

B Other. Describe: *All of debtor(s) right, title and interest to property - 26 U.S.C. §6321.

Basis for perfection: See Attachment
Attach redacted copies of documents, if any, that show evidence of perfection of a security interest (for

example, a mortgage, lien, certificate of title, financing statement, or other document that shows the lien has
been filed or recorded.)

Value of Property: $

Amount of the claim that is secured: $ 208,713.38

Amount of the claim that is unsecured: $ 134,139.53 (The sum of the secured and unsecured
amounts should match the amount in line 7.)

Amount necessary to cure any default as of the date of the petition: $

Annual Interest Rate (when case was filed) 5 %

right of setoff?

O Fixed
B Variable
10. Is this claim based ona ® No
lease? -
U Yes. Amount necessary to cure any default as of the date of the petition. $
11. Is this claim subjecttoa [ No

B Yes. I|dentify the property  See Attachment
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12. Is all or part of the claim
entitled to priority under

11 U.S.C. §507(a)?

A claim may be partly
priority and partly

U No

M Yes. Check all that apply:
Amount entitled to priority

O Domestic support obligations (including alimony and child support) under

11 U.S.C. § 507(a)(1)(A) or (a)(1)(B). s

nonpriority. For example,

in some categories, the
law limits the amount
entitled to priority.

L) Up to $2,850* of deposits toward purchase, lease, or rental of property or services for
personal, family, or household use. 11 U.S.C. § 507(a)(7). $

O Wages, salaries, or commissions (up to $12,850*) earned within 180 days before the
bankruptcy petition is filed or the debtor's business ends, whichever is earlier. $
11 U.S.C. 8 507(a)(4).

B Taxes or penalties owed to governmental units. 11 U.S.C. § 507(a)(8). $ 16,102.07
U Contributions to an employee benefit plan. 11 U.S.C. § 507(a)(5). $
0 Other. Specify subsection of 11 U.S.C. § 507(a)(__) that applies. $

*Amounts are subject to adjustment on 4/01/19 and every 3 years after that for cases begun on or after the date of adjustment.

Sign Below

The person completing this Check the appropriate box:

proof of claim must sign
and date it.
FRBP 9011(b).

If you file this claim
electronically, FRBP
5005(a)(2) authorizes courts
to establish local rules
specifying what a signature
is.

A person who files a
fraudulent claim could be
fined up to $500,000,
imprisoned for up to 5
years, or both.

18 U.S.C. 88 152, 157, and
3571.

W | am the creditor.
O | am the creditor's attorney or authorized agent.

O I am the trustee, or the debtor, or their authorized agent. Bankruptcy Rule 3004.

U | am a guarantor, surety, endorser, or other codebtor. Bankruptcy Rule 3005.

| understand that an authorized signature on this Proof of Claim serves as an acknowledgment that when calculating the
amount of the claim, the creditor gave the debtor credit for any payments received toward the debt.

| have examined the information in this Proof of Claim and have a reasonable belief that the information is true
and correct.

| declare under penalty of perjury that the foregoing is true and correct.

Executed on date 07/09/2018
MM /DD / YYYY

i</

(Signature)

Print the name of the person who is completing and signing this claim:

name N
First name Middle name Last name

Title Insolvency-

Company Internal Revenue Service
Identify the corporate servicer as the company if the authorized agent is a servicer.

Address
Insolvency Group 1 300 North Los Angeles St, M/S 5022
Number Street
Los Angeles CA 90012
City State ZIP Code

Contact Phone - Email:
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Form 410

Attachment

Proof of Claim for
Internal Revenue Taxes

Case Number

2:18-BK- [ s«

Department of the Treasury/Internal Revenue Service

Inthe Matter of:

VENUE Type of Bankruptcy Case

, CA CHAPTER 11

Date of Petition

2018

The United States has not identified aright of setoff or counterclaim. However, this determination is based on available data and is not
intended to waive any right to setoff against this claim debts owed to this debtor by this or any other federal agency. All rights of setoff
are preserved and will be asserted to the extent lawful.

Civ Penisfor TFRP under IRC 6672 entitled to Priority 507(a)(8)(C)
TRUST FUND HAS BEEN ASSESSED AGAINST BOTH DEBTORS INDIVIDUALLY

Secured Claims  (Notices of Federal tax lien filed under internal revenue laws before petition date)
Taxpayer Tax Date Tax Penalty to Interest to Notice of Tax Lien Filed:
1D Number Kind of Tax Period Assessed Tax Due Petition Date Petition Date  Date Office Location
XXX-XX CIVIL PEN 06/30/2013  11/27/2017 $4,996.94 $0.00 $180.43 04/05/2018 LOSANGELESCOU
XXX-XX INCOME 12/31/2014 06/08/2015 $4,899.77 $1,527.67 $745.34 04/05/2018 LOSANGELESCOU
XXX-XX CIVIL PEN 03/31/2015 11/27/2017 $7,154.74 $0.00 $170.78 04/05/2018 LOSANGELES COU
XXX-XX CIVIL PEN 06/30/2015 11/27/2017 $30,508.05 $0.00 $728.16 04/05/2018 LOSANGELES COU
XXX-XX CIVIL PEN 09/30/2015  11/27/2017 $31,786.14 $0.00 $758.67 04/05/2018 LOSANGELESCOU
XXX-XX CIVIL PEN 12/31/2015 11/27/2017 $27,117.08 $0.00 $647.23 04/05/2018 LOSANGELES COU
XXX-XX CIVIL PEN 03/31/2016  11/27/2017 $29,984.47 $0.00 $715.67 04/05/2018 LOSANGELESCOU
XXX-XX CIVIL PEN 06/30/2016  11/27/2017 $37,804.74 $0.00 $902.33 04/05/2018 LOSANGELES COU
XXX-XX CIVIL PEN 09/30/2016  11/27/2017 $27,430.46 $0.00 $654.71 04/05/2018 LOSANGELESCOU
$201,682.39 $1,527.67 $5,503.32
Total Amount of Secured Claims; $208,713.38
Unsecured Priority Claims under section 507(a)(8) of the Bankruptcy Code
Taxpayer Interest to
1D Number Kind of Tax Tax Period Date Tax Assessed Tax Due Petition Date
XXX-XX+ INCOME 12/31/2015 1 Unassessed-No Return $4,796.40 $442.63
XXX-XX+ INCOME 12/31/2015 1 Unassessed-No Return $3,343.00 $308.52
XXX-XX- INCOME 12/31/2017 1 Unassessed-No Return $7,055.25 $56.27
XXX-XX+ INCOME 12/31/2017 1 Unassessed-No Return $100.00 $0.00
$15,294.65 $807.42
Total Amount of Unsecured Priority Claims: $16,102.07
Unsecured General Claims
Taxpayer Interest to
ID Number Kind of Tax Tax Period Date Tax Assessed Tax Due Petition Date
xxx-xx-- INCOME 12/31/2010 02/11/2013 $0.00 $1,934.44

1UNASSESSED TAX LIABILITY(IES) HAVE BEEN LISTED ON THIS CLAIM BECAUSE OUR RECORDS SHOW NO RETURN(S) FILED. WHEN THE DEBTOR(S) FILES THE RETURN OR PROVIDES OTHER INFORMATION
ASREQUIRED BY LAW THE CLAIM WILL BE AMENDED

Page 1 of 2

p. 124



Proof of Claim for Form 410
Attachment
Internal Revenue Taxes
Department of the Treasury/Internal Revenue Service Case Number
In the Matter of: 2 18'BK'-SK
AVENUE Type of Bankruptcy Case
, CA CHAPTER 11
Date of Petition
/2018
Unsecur ed General Claims (Continued from Page 1)
Taxpayer Interest to
ID Number Kind of Tax Tax Period Date Tax Assessed Tax Due Petition Date
XXX—XX—- INCOME 12/31/2011 11/19/2012 $74,695.50 $19,003.30
$74,695.50 $20,937.74
Penalty to date of petition on unsecured genera claims (including interest thereon) . . . . ..
Total Amount of Unsecured General Claims; $118,037.46
Page 2 of 2 p. 125



1872

COURT RECORDI NG DATA

| NTERNAL REVENUE SERVI CE
FACSI M LE FEDERAL TAX LI EN DOCUMENT

BANKRUPTCY DOCKET: 2: 18- BK- -- SK

Li ber
Page

Li en Recorded
Recor di ng Nunber
UCC Nunber

04/ 05/ 2018 -

Area: SMALL BUSI NESS/ SELF EMPLOYED #7
(800) 829-3903

Lien Unit

Phone:

00: 0O0AM

RS serial Nurber: [ NN

| nt er nal

This Lien Has Been Filed in Accordance wth
Revenue Regul ation 301.6323(f)-1.

Nane of Taxiayer:

Resi dence:

I

Wth respect to each assessnent
is refiled by the date in colum(e),

bel ow, unl ess notice of
this notice shall

lien
constitute

the certificate of release of lien as defined in | RC 6325(a).
Form Peri od | D Number Assessed Refil e Deadline Unpai d Bal ance
(a) (b) (c) (d) (e) (f)
Cl VP 06/ 30/ 2013 XXX- XX- 11/ 27/ 2017 12/ 27/ 2027 $7,787.01
1040 12/ 31/ 2014 XXX XX- 06/ 08/ 2015 07/ 08/ 2025 $4, 988. 41
Cl VP 03/ 31/ 2015 XXX- XX- 11/ 27/ 2017 12/ 27/ 2027 $7,154. 74
Cl VP 06/ 30/ 2015 XXX- XX- 11/ 27/ 2017 12/ 27/ 2027 $30, 508. 05
Cl VP 09/ 30/ 2015 XXX XX- 11/ 27/ 2017 12/ 27/ 2027 $31, 786. 14
Cl VP 12/ 31/ 2015 XXX- XX- 11/ 27/ 2017 12/ 27/ 2027 $27,117. 08
Cl VP 03/ 31/ 2016 XXX XX- 11/ 27/ 2017 12/ 27/ 2027 $29, 984. 47
Cl VP 06/ 30/ 2016 XXX- XX- 11/ 27/ 2017 12/ 27/ 2027 $37,804. 74
Cl VP 09/ 30/ 2016 XXX XX- 11/ 27/ 2017 12/ 27/ 2027 $27, 430. 46
Filed at: COUNTY RECORDER
LOS ANGELES COUNTY Tot al $204, 561. 10
NORWALK, CA 90650

This notice was prepared and executed at OAKLAND, CA
the 22nd day of March, 2018.

on this,

Aut horizing Oficial:

Title:
ACS SBSE
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Instructions for Requesting a A
Certificate of Release of Federal Tax Lien IRS

Section 6325(a) of the Internal Revenue Code directs us to release a Federal tax lien within 30 days of when the liability is
fully paid or becomes legally unenforceable or the IRS accepts a bond for payment of the liability. When all the liabilities
shown on the Notice of Federal Tax Lien are satisfied, we will issue a Certificate of Release of Federal Tax Lien for filing

in the same location where the notice of lien was filed. If we have not released the lien within 30 days, you can ask for a
certificate of release.

Requesting a Copy of the Certificate

If it has been more than 30 days since you satisfied your tax liability and you have not received a copy of the Certificate
of Release of Federal Tax Lien, you may call the Centralized Lien Operation to check the status of the certificate. If you
prefer to write, your request should be mailed or faxed to the following address:

Internal Revenue Service Telephone Number: 800-913-6050
Centralized Lien Operation Outside the United States: 859-669-4811
P.O. Box 145595, Stop 8420G Fax number: 855-390-3528

Cincinnati, OH 45250-5595

The copy of the certificate you receive will not show the official recording information. For a copy of the recorded
certificate, you must contact the recording office where the Certificate of Release of Federal Tax Lien was filed.

Requesting a Certificate of Release

If the Federal tax lien has not been released, you can request a Certificate of Release of Federal Tax Lien. The request
must be in writing and should be mailed to the Advisory Group servicing your area. Use Publication 4235, Collection
Advisory Group Addresses, to determine the address to mail your request.

Your request must contain the following information:

¢ The date of your request

e The name and address of the taxpayer

¢ One copy of each Notice of Federal Tax Lien you want released

e Why the lien should be released

¢ A telephone number with the best time for us to call you should we need additional information

If you have paid the tax liability, enclose a copy of any of the following with your request:
¢ An Internal Revenue receipt

® A canceled check

¢ A record of payment by electronic fund transfer

¢ Any other acceptable proof of payment

We may need to research your account. We will provide a certificate of release once we have confirmed your liability is satisfied.

If you have an immediate or urgent need for a Certificate of Release of Federal Tax Lien, you can visit or telephone the
local IRS office. A list of local offices, their available services, and their hours of operation may be found on our website
www.irs.gov by searching “Local Contacts.”

When visiting the IRS office, be prepared to show proof of payment or other documentation that demonstrates your
liability has been satisfied. If there is an unpaid balance on your liability, you must pay the balance with a certified check,
cashier’s check, or acceptable money order before a certificate of release can be issued. For other forms of payment, the
certificate of release will be issued within 30 days of the liability being satisfied.

To request a payoff or other information about your Notice of Federal Tax Lien, contact the Centralized Lien Operation as
shown above. General information about Federal tax liens may be found at www.irs.gov by searching “liens.”

Publication 1450 (Rev. 1-2016) Catalog Number 10665H Department of the Treasury Internal Revenue Service www.irs.gov
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Form 668(2)

(Rev. 10-2000)

Department of the Treasury - Internal Revenue Service

Certificate of Release of Federal Tax Lien

Serial Number

For Use by Recording Office

| certify that as to the following-named taxpayer, the requirements of section 6325 (a) of the
Internal Revenue Code have been satisfied for the taxes listed below and for all statutory
additions. Therefore, the lien provided by Code section 6321 for these taxes and additions has
been released. The proper officer in the office where the notice of internal revenue tax lien was
filed on_,_, is authorized to note the books to show the release of this lien for these taxes and

additions.

Name of Taxpayer

Residence

Kind of Tax Tax Period Ended | Identifying Number Date of Last Day for Unpaid Balance

(a) (b) (©) Assessment Refiling of Assessment
(d) (e) G
Place of Filing
Total

This notice was prepared and signed at, on this, the_ day of_, .
Signature Title
, Employee # - . Phone #-

(NOTE: Certificate of officer authorized by law to take acknowledgements is not essential to the validity of Certificate of Release of Federal Tax Lien Rev. Rul. 71-466,

1971-2 C.B. 409)

Part 1 — Recording Office

Form 668(Z) (Rev. 10-2000)
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Form 668(2)

(Rev. 10-2000)

Department of the Treasury - Internal Revenue Service

Certificate of Release of Federal Tax Lien

Serial Number

For Use by Recording Office

| certify that as to the following-named taxpayer, the requirements of section 6325 (a) of the
Internal Revenue Code have been satisfied for the taxes listed below and for all statutory
additions. Therefore, the lien provided by Code section 6321 for these taxes and additions has
been released. The proper officer in the office where the notice of internal revenue tax lien was
filed on, _, is authorized to note the books to show the release of this lien for these taxes and

additions.

Name of Taxpayer

Residence

Kind of Tax Tax Period Ended | Identifying Number Date of Last Day for Unpaid Balance

(a) (b) (©) Assessment Refiling of Assessment
(d) (e) G
Place of Filing
Total

This notice was prepared and signed at, on this, the_ day of_, .
Signature Title
, Employee # - . Phone #-

(NOTE: Certificate of officer authorized by law to take acknowledgements is not essential to the validity of Certificate of Release of Federal Tax Lien Rev. Rul. 71-466,

1971-2 C.B. 409)

Part 2 — Taxpayer Copy

Form 668(Z) (Rev. 10-2000)
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A

IRS

Collection Advisory Group
Numbers and Addresses

Use this publication to determine which Collection Advisory office to contact with questions about Notices of Federal Tax Lien and where to
submit requests or applications for lien-related certificates, such as those listed below.

You can find answers to many of your lien questions on our website www.IRS.gov. There you can type a key word or phrase of your
question in the search box and then choose a resulting page matching your topic. For example:

For general lien information, type “lien” and select the “Understanding a Federal Tax Lien” page (http://www.irs.gov/Businesses/Small-
Businesses-&-Self-Employed/Understanding-a-Federal-Tax-Lien).

To get the total amount of your tax debt, type “payoff” and select the “View Your Account” page

(http://www.irs.gov/payments/view-your-tax-account).

For information about decedent situations and federal estate tax liens, type “deceased” and select the “Deceased Taxpayers — Probate,
Filing Estate and Individual Returns, Paying Taxes Due” page (http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/
Deceased-Taxpayers-Probate-Filing-Estate-and-Individual-Returns-Paying-Taxes-Due).

If you cannot find an answer on our website or if you need specific case assistance, contact our offices as shown below.

Topic

Instructions, Forms, or Additional Information*

Office to contact

General lien questions, requests for lien

payoff balance

IRS website

Centralized Lien Operation

Release of Federal Tax Lien

Publication 1450, Instructions on How to Request a Certificate of Release of
Federal Tax Lien

Centralized Lien Operation

Discharge of Property from Federal
Tax Lien

Publication 783, Instructions on how to apply for a Certificate of Discharge of
Property From Federal Tax Lien

Advisory office for state where the
property is located

Non-Attachment of Federal Tax Lien

Publication 1024, How to Prepare an Application for a Certificate of Non-
Attachment of Federal Tax Lien

Advisory office for state where the
notice of lien is filed

Subordination of Federal Tax Lien

Publication 784, How to Prepare an Application for a Certificate of
Subordination of Federal Tax Lien

Advisory office for state where the
property is located

Withdrawal of Notice of Federal Tax
Lien

Form 12277, Application for Withdrawal of Filed Form 668(Y), Notice of
Federal Tax Lien

Advisory office for state where the
taxpayer resides

Withdrawal of Notice of Federal Tax
Lien - after lien released

Form 12277, Application for Withdrawal of Filed Form 668(Y), Notice of
Federal Tax Lien

Centralized Lien Operation

Foreclosure of property—
Redemption Issues

Publication 487, How to Prepare an Application Requesting the United States
to Release Its Right to Redeem Property Secured by a Federal Tax Lien

Advisory office for state where the
notice of lien is filed

Foreclosure of property—
Non-judicial sales

Publication 786, Instructions for Preparing a Notice of Non-Judicial Sale and
Application for Consent to Sale

Advisory office for state where the
notice of lien is filed

General questions regarding liens on
deceased taxpayers

IRS website

Advisory office for state where the
taxpayer last resided

*Publications and Forms referenced above may be obtained through the IRS.gov website or the contact office. Certain topics also have
supplemental instructional videos at http://www.irsvideos.gov/Professional/IRSLiens.

See page two for the complete listing and contact information for each Advisory Office.

On page two, match the number for the applicable State with the associated Advisory office.

e Send requests for lien-related certificates (“Lien”), such as discharges, subordinations, non-attachments, and withdrawals, to the first
Advisory office listed for the State.

e Send all other correspondence (“Other”), such as claims, non-judicial sale notices, and redemption inquiries, to the second Advisory office
listed for the State.

Address correspondence to IRS Advisory Group.

Contact information for the Centralized Lien Operation is as follows:

Phone: 800-913-6050
Phone (outside the U.S.): 859-320-3526
FAX: 855-753-8177

Centralized Lien Operation
P.O. Box 145595, Stop 8420G
Cincinnati, OH 45250-5595

Publication 4235 (Rev. 6-2018)  Catalog Number 37262G ~ Department of the Treasury  Internal Revenue Service  www.irs.gov
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Advisory Offices

Match the number for the applicable State with the associated Advisory office. See page one for instructions.

State Lien  Other State Lien Other State Lien Other
Alabama 9 1 Kansas 9 15 Ohio 20 20
Alaska 1 29 Kentucky 20 20 Oklahoma 7 21
Arizona 1 1 Louisiana 9 11 Oregon 1 29
Arkansas 9 25 Maine 17 24 Pennsylvania (East) 8 22
California (North, Central) 2 2 Maryland 8 12 Pennsylvania (West) 17 23
Includes Santa Barbara, Ventura, Kern, Fresno Counties Massachusetts 17 24 Rhode Island 17 24
California (South) 3 3 Michigan 20 13 South Carolina 8 19
Includes Los Angeles, San Bernardino, Inyo Counties Minnesota 9 14 South Dakota 9 14
Colorado 1 5 Mississippi 9 1 Tennessee 9 25
Connecticut 17 24 Missouri 9 15 Texas (North) 7 26
Delaware 8 22 Montana 1 29 Includes Dallas, Ft. Worth, Lubbock, Midland, Odessa
District of Columbia 8 12 Nebraska 9 14 Texas (South) 7 27
Florida (North) 7 6 Nevada 1 1 Includes Houston, Austin, Beaumont, El Paso, Waco
Includes Tallahassee, Jacksonville, Orlando New Hampshire 17 24 Utah 1 5
Florida (South) 7 7 New Jersey 20 16 Vermont 17 24
Includes Ft. Lauderdale, Miami New Mexico 1 1 Virginia 8 28
Georgia 8 8 New York (City, East) 17 17 Washington 1 29
Hawaii 2 4 Includes New York City and surrounding counties West Virginia 20 20
Idaho 2 4 New York (Central, West) 17 18 Wisconsin 9 30
lllinois 9 9 Includes Albany, Buffalo, Upper Hudson Valley Wyoming 1 29
Indiana 9 10 North Carolina 8 19 International 7 7
lowa 9 14 North Dakota 9 14 Includes Puerto Rico, U.S. Possessions & Territories
# Address Phone/Fax # Address Phone/Fax
1 4041 N. Central Ave., Suite 112, Ph 602-636-9358 16 4 Paragon Way, Suite 2 Ph 973-921-4283
MS 5021PHX, Phoenix, AZ 85012 Fx 877-477-9225 Freehold, NJ 07728 Fx 855-564-8324
2 1301 Clay St., Suite 1410S Ph 510-907-5173 17 290 Broadway, MS 05-A Ph 212-436-1046
Oakland, CA 94612 Fx 877-477-9228 New York, NY 10007 Fx 877-477-8744
3 24000 Avila Rd., MS 5905 Ph 949-575-6425 18 11A Clinton Ave., Suite 521 Ph 518-242-5404
Laguna Niguel, CA 92677 Fx 877-477-9239 Albany, NY 12207 Fx 888-981-4255
4 300 N. Los Angeles St., MS-5021 Ph 213-372-4545 19 4905 Koger Blvd. Suite 102, MS #8 Ph 336-690-6095
Los Angeles, CA 90012 Fx 855-673-2055 Greenshoro, NC 27407 Fx 855-847-7742
5 1999 Broadway, MS 5021DEN Ph 303-603-4570 20 550 Main St., Room 3411 Ph 513-975-6685
Denver, CO 80202-2490 Fx 877-477-9236 Cincinnati, OH 45202 Fx 855-807-0661
6 400 West Bay St. Stop 5710 Ph 904-665-0832 21 55 N. Robinson, MS 5021 OKC Ph 405-982-6604
Jacksonville, FL. 32202 Fx 855-851-8234 Oklahoma City, OK 73102 Fx 855-564-4242
7 7850 SW 6th Court, MS 5780 Ph 954-991-4008 22 600 Arch St., Room 3259 Ph 267-941-6205
Plantation, FL 33324 Fx 855-851-8235 Philadelphia, PA 19106 Fx 855-847-7739
8 401 W. Peachtree St., NW, Stop 333-D Ph 470-639-2495 23 1000 Liberty Ave., Room 704 Ph 412-404-9700
Atlanta, GA 30308 Fx 855-847-7741 Pittsburgh, PA 15222 Fx 877-477-8750
9 Stop 5012 CHI, 230 S. Dearbom, Rm 2630 Ph 312-292-2892 24 380 Westminster St., 4" floor Ph 617-316-2608
Chicago, IL 60604 Fx 877-477-8752 Providence, RI 02903 Fx 877-477-8740
10 Stop SB 461, 575 N. Pennsylvania St. Ph 414-231-2121 25 801 Broadway, MDP 53 Ph 615-250-5797
Indianapolis, IN 46204 Fx 877-477-9261 Nashville, TN 37203 Fx 877-477-9209
11 1555 Poydras St, Suite 220-Stop 65 Ph 504-202-9630 26 1100 Commerce St., Mail Code 5028 DAL Ph 405-982-6604
New Orleans, LA 70112-3747 Fx 877-477-9213 Dallas, TX 75242 Fx 877-477-9223
12 31 Hopkins Plaza, MS 1150 Ph 443-853-5417 27 1919 Smith St., 5021 HOU Ph 713-209-4399
Baltimore, MD 21201 Fx 855-851-8233 Houston, TX 77002 Fx 877-477-9214
13 985 Michigan Ave., Stop 47 Ph 313-234-2398 28 400 N. 8th St., Room 898, Box 75 Ph 804-916-8039
Detroit, Ml 48226 Fx 877-816-8631 Richmond, VA 23219 Fx 855-851-8233
14 M/S 5900, 30 E. 7th St., Suite 1222 Ph 314-339-1604 29 915 2nd Ave, MS W245 Ph 206-946-3080
St. Paul, MN 55101-4940 Fx 877-477-9247 Seattle, WA 98174 Fx 877-477-9227
15 Stop 5333STL, Rm 9.203, 1222 Spruce St. Ph 314-339-1604 30 Stop 5303MIL, 211 W. Wisconsin Ave Ph 414-231-2121
St. Louis, MO 63103 Fx 877-477-9247 Milwaukee, WI 53203 Fx

877-477-9261
n—131
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Instructions on how to apply for

Certificate of Discharge From Federal Tax Lien

A

IRS

A Certificate of Discharge under Internal Revenue Code Sec-
tion 6325(b) removes the United States’ lien from the property
named in the certificate. Discharge of property under Internal
Revenue Code Section 6325(c) subject to an Estate Tax Lien is
not covered in this publication. For Estate Tax Lien discharges
see instead the application and instructions found in Form 4422

1. Complete Form 14135, Application for Certificate of Dis-
charge of Federal Tax Lien attached with this publication.

2. Mail the completed Form 14135 and the appropriate
attachments to:
IRS, Attn: Advisory Group Manager
(Refer to Publication 4235 Collection Advisory Group
Addresses for the correct address. The correct address
is the office assigned to the location where the property is
located.)

If you have any questions, contact the applicable Advisory
Office.

If you want to know how much you owe in order to pay the
lien(s) in full, call 1-800-913-6050, visit the nearest Taxpayer
Assistance Center, or contact the revenue officer assigned to
your case.

Important!

Please submit your application at least 45 days before the trans-
action date that the certificate of discharge is needed. Doing

so will allow sufficient time for review, determination, notification
and the furnishing of any applicable documents by the transac-
tion date.

Information Required on the Application

Section 1 - Taxpayer Information

1. Enter the name and address of the individual(s) or business
as it appears on the Notice of Federal Tax Lien (NFTL). A
second name line is provided if needed.

2. Enter, if known, the last 4 digits of the social security
number (SSN) or full employer identification number as it
appears on the NFTL.

3. Enter, if known and if applicable, the last 4 digits of any
spousal SSN (secondary SSN) associated with the tax debt
listed on the NFTL.

4. Provide a daytime phone number and a fax number.

Section 2 - Applicant Information

1. Check the box on the first line of Section 2 if you are both
the taxpayer and the applicant. If you are not the taxpayer,
attach a copy of the lien.

2. If you have checked the box indicating that you are the
taxpayer and your information is the same as listed on the
lien, enter “same as taxpayer” on the name line.

3. If you are not the taxpayer or you are the taxpayer but your
information is no longer the same as the information on the
Notice of Federal Tax Lien, enter your name (include any
name changes), current address, daytime phone number
and fax number.

4. If you are not the taxpayer, enter in the box next to “Name”
your relationship to the taxpayer (e.g. parent, uncle, sister,
no relation, etc).

Section 3 - Purchaser/Transferee/New Owner

1. Check the box on the first line of Section 3 if you are both
the property owner and the applicant.

2. Enter the name of the property owner. Or enter “NA” if you
have checked the box indicating you are both the applicant
and the property owner, enter, “same as applicant”.

3. Enter the property owner’s relationship to the taxpayer (e.g.
taxpayer, parent, no relation, etc.).

Section 4 - Attorney/Representative Information

This section is used to list the taxpayer’s representative or a
representative of a party other than the taxpayer, such as the
lender, needing to receive information from the IRS. However,
you do not need a representative to request discharge of the
federal tax lien.

1. Check the box on the first line of Section 4 if you are attach-
ing a Form 8821 (Tax Information Authority) or Form 2848
(Power of Attorney) with your application. If you are attach-
ing one of these forms, please make sure it is completely
filled out, signed, and dated. You must provide one of these
forms if the representative represents an interest other than
the taxpayer.

2. Enter the name, address, phone number, and fax number
of your representative in this action. The IRS will work
with you and your representative to process your applica-
tion. Or enter “NA” on the name line if you are not using a
representative.

3. Enter whose interest the representative represents (e.g.
taxpayer, lender, title company, etc.). This allows the IRS to
determine what information can be shared with the repre-
sentative.

Section 5 — Lender/Finance Company Information
(Settlement/Escrow Company for Section 6325(b)(3) only)

Enter the company name, contact name, and phone number for
the title or escrow company that will be used at settlement.

Section 6 — Monetary Information
1. Provide the proposed property sale amount

2. Provide the amount of proceeds the IRS can expect for ap-
plication to the tax liability.

3. Enter NA for the amount of proceeds the IRS can expect, if
you anticipate there will be no proceeds.

Section 7 - Basis for Discharge

Discharge of property from the federal tax lien may be granted
under several Internal Revenue Code (IRC) provisions. After
reviewing the discharge sections, explanations, and examples
below, select the discharge section that best applies to your ap-
plication. If the IRS does not agree with your selection after its
review, an explanation of the decision will be provided.

Publication 783 (Rev. 6-2010) Catalog Number 46755l
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6325(b)(1) — a discharge may be issued under this pro-
vision if the value of the taxpayer’s remaining property
encumbered by the federal tax lien is equal to at least twice
the amount of the federal tax liability secured by the lien
and any encumbrance entered into before the IRS filed its
public notice of the lien. If there are mortgages, state and/
or local taxes, mechanics liens, etc., the amount of these
debts would be added to the amount of the tax liability and

multiplied by 2.
Example
Tax liability $15,500
Other Debts + 23,334
38,834
X 2
$77,668

The property remaining subject to the lien must be at least
$77,668.

6325(b)(2)(A) — a discharge may be issued under this
provision when the tax liability is partially satisfied with an
amount paid that is not less than the value of the United
States’ interest in the property being discharged. For exam-
ple, the IRS has a lien totaling $203,000 and with the ...

* Property selling for: $215,000
* Minus encumbrances senior to IRS lien: $135,000
* Minus proposed settlement costs: $ 15,000
e The IRS lien interest equals: $ 65,000

After the IRS receives and applies the $65,000 in partial
satisfaction of the tax liability, there remains an outstanding
tax debt of $138,000.

In the case of Tenancy by Entireties property, the United
States is generally paid one-half of the proceeds in partial
satisfaction of the liability secured by the tax lien.

6325(b)(2)(B) - a discharge may be issued under this
provision when it is determined that the government’s
interest in the property has no value. The debts senior to
the federal tax lien are greater than the fair market value of
the property or greater than the sale value of the property.
Submit a copy of the proposed escrow agreement as part
of the application.

6325(b)(3) — a discharge may be issued under this provi-
sion if an agreement is reached with the IRS allowing the
property to be sold. Per an escrow agreement the sale
proceeds must be held in a fund subject to the claims of the
United States in the same manner and priority the claims
had prior to the property being discharged. For example,
there are two mortgages senior to the IRS tax lien total-

ing $32,000 and $5,000. The government's interest in the
property is $40,000 and there are liens on the property
junior to the IRS lien in the amount of $3,000, $12,000 and
$2,990. The proceeds from the sale would be dispensed by
paying the debts in the following sequence.

a. $32,000
b. $5,000
c. $40,000
d. $3,000
e. 12,000
f. $2,990
Submit a copy of the proposed escrow agreement.

6325(b)(4) — a discharge will be issued under this provision
to a third party who owns the property if a deposit is made

or an acceptable bond provided equal to the government’s
interest in the property. In the case of Tenancy by

Entireties property, a deposit or an acceptable bond
totaling one-half the government’s interest in the property
must be made. If you are the property owner (but not the
taxpayer, i.e., you are not responsible for the tax liability)
and you make a deposit or post an acceptable bond to
obtain a discharge under this section, you have 120 days
to file an action in federal district court, under section
7426(a)(4), challenging the IRS’ determination of the
government’s lien interest. This is the exclusive remedy
available to the third party for the return of the deposit
or accepted bond or a portion thereof. An administrative
request for refund and a refund suit in district court is not
available. The Circular 570, available at http://fms.treas.
gov/c570/index.html contains a list of companies certified
by the Secretary of the Treasury as providers of acceptable
securities.

6325(c) — a discharge of property subject to an Estate Tax
Lien is not covered in this publication. Please refer to Form
4422.

Section 8 - Description of Property

1.

Enter a detailed description of the property to be discharged
from the federal tax lien.

When the property is real estate include the type of prop-
erty, for example, 3-bedroom house; etc. When the property
is personal property include serial or vehicle numbers, as
appropriate, for example, 2002 Cessna twin engine air-
plane, serial number AT919000000000X00; etc.

Provide the physical address if real estate or physical loca-
tion address if personal property.

Check the appropriate box to indicate whether you attached
a copy of the title or deed to the property.

If you are applying under 6325(b)(1) check the “Attached”
box and attach copies of the titles or deeds for property
remaining subject to the lien. If you are not applying under
6325(b)(1) check the “NA” box.

Section 9 - Appraisal and Valuations

1.

Check the “Attached” box after “Required Appraisal” indi-
cate whether you have attached the required appraisal by
a disinterested third party. This is typically a professional
appraisal providing neighborhood analysis; description of
the site; description of the improvements; cost approach;
comparable sales; definition of market value; certification;
contingent and limiting conditions; interior and exterior
photos of the property; exterior photos of comparable sales
used; comparable sales location map; sketch of subject
property showing room layout; flood map and qualifications
of the appraiser.

Check the appropriate box under the “Plus One of the Fol-
lowing Additional Valuations” section to indicate which other
type of property value verification is attached with your
application.

Note: For applications under IRC 6325(b)(1), valuation
information described above must also be provided for
property remaining subject to lien.

Note: For property being sold at public auction, provide
the date and place of the sale, the proposed amount for
which the property will be sold, and a statement that the
United States will be paid in the proper priority from the
proceeds.
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Section 10 - Federal Tax Liens

This section is important when the applicant and the taxpayer
are different. If the applicant and the taxpayer are the same,
this section may be skipped.

1. Check the “attached” box if you have attached copies of the
liens with your application.

2. If you checked the “no” box list the System Lien Identifica-
tion Number (SLID) found in the top right hand box of the
lien document, if available. If you do not have the number(s)
enter “unknown” in the first box.

Section 11 - Sales Contract/Purchase Agreement

1. Check the box indicating whether the proposed sales con-
tract or purchase agreement is attached.

2. If you checked the “no” box, describe how the taxpayer
named on the lien will be divested of their interest in the
property or why they have no interest in the property.

Section 12 - Title Report
1. Check the box indicating whether the title report is attached.

2. If you checked the “no” box, use the space provided to list
any encumbrances (liens or claims) against the property
that came into existence before the United States’ lien inter-
est or which have priority over the lien. Include name and
address of holder; description of encumbrance, e.g., mort-
gage, state lien, etc.; date of agreement; original amount
and interest rate; amount due at time of application; and
family relationship of the holder, if applicable.

3. Attach a separate sheet with the information in item # 2
above if there is not enough space provided on the form.

Section 13 - Closing Statement

1. Check the box indicating whether the proposed closing
statement is attached. This statement is often referred to
as a HUD-1.

2. If you checked the “no” box, use the space provided to
itemize all proposed costs, commissions, and expenses of
any transfer or sale associated with property.

3. Attach a separate sheet with the information in item # 2
above if there is not enough space provided on the form.

Section 14 - Additional Information

1. Check the box indicating whether you are attaching other
documents relevant to the discharge application. This
could include affidavits or court documents.

2. Check the “no” box if you do not have any additional docu-
mentation.

Section 15 - Escrow Agreement

1. Check the box indicating whether you are attaching a draft
escrow agreement. This is only applicable if you are apply-
ing under 6325(b)(3).

2. An escrow agreement must specify type of account,
name and depositary for account, conditions under which
payment will be made, cost of escrow, and the name
and address of any party identified as part of the escrow
agreement.

Section 16 - Waiver
This section applies only if you are:

e The property owner, but

« Not liable for the tax debt (i.e. not named on the lien), and

e Applying under 6325(b)(2)(A).

By checking the “Waive” box you are waiving the option to have
the payment treated as a deposit under section 6325(b)(4)
which has the accompanying right to request a return of funds
and to bring an action under section 7426(a)(4).

If you check the “no” box, your application will automatically be
considered under 6325(b)(4) which provides for return of depos-
ited funds and a court challenge under 7426(b)(4).

Section 17 - Declaration

The applicant or their authorized Power of Attorney signs the
application form. You must sign your application under penalties
of perjury attesting to having examined the application, accom-
panying schedules or documents, exhibits, affidavits, and state-
ments and declaring to the best of your knowledge and belief
that it is true, correct and complete.

Frequently Asked Questions

Q1: When do | make a payment?

The Internal Revenue Code section under which the certificate
of discharge will be issued or granted determines the details
regarding making a payment.

» Discharge under 6325(b)(1) or 6325(b)(2)(B) does not
require a payment.

« Discharge under 6325(b)(2)(A) requires a payment, but do
not send a payment with the application. The Advisory Group
Manager will notify you, after determining the amount due,
when to send payment.

NOTE: If a mortgage foreclosure is anticipated, the applica-
tion is made under section 6325(b)(2)(A) or 6325(b)(2)(B). A
determination will be made that either an amount is required for
discharge or the United States’ interest is valueless.

In the case of foreclosure you will receive, within 30 days of the
receipt of a complete and approved application, a conditional
commitment letter for a certificate of discharge.

NOTE: Relocation Expenses - If a discharge under 6325(b)(2)
(A) or 6325(b)(2)(B) is issued and if the sale is of the principal
residence, the taxpayer may be eligible for a relocation expense
allowance because of an inability to pay. The relocation ex-
pense allowance is subject to limitations. To apply for the allow-
ance complete and submit Form 12451, “Request for Relocation
Expense Allowance” with the application for discharge.

¢ Discharge under 6325(b)(3) requires a payment, but do not
send a payment with the application. First, the draft escrow
agreement must be submitted.

Second, the Advisory Group Manager approves the escrow
agent selected by the applicant; any reasonable expenses
submitted as incurred in connection with the sale of the prop-
erty; the claim amounts and priorities, and the distribution
timing of the fund.

Third, the agreement is finalized and contains signatures of
all parties involved including Advisory Group Manager prior to
the discharge being issued.
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Note: The escrow account must be funded before payment of
any claim or lien through money paid by the applicant or from
the sale proceeds.

« Discharge under 6325(b)(4) requires a bond or deposit but
do not send one with the application. The Advisory Group
manager must first determine the amount of bond or deposit
needed for the discharge and determine that the bond com-
pany, if applicable, is from the approved list.

Q2: What is an acceptable form of payment?

Make payments in cash or by the following types of checks: cer-
tified; cashiers; or treasurer’'s check. The check must be drawn
on any bank or trust company incorporated under the laws of
the United States, or of any state, or possession of the United
States. Payment can also be made using a United States
postal, bank, express or telegraph money order.

Important! If you pay by personal check, issuance of the
certificate of discharge will be delayed until the bank honors the
check.

Q3: Who makes the decision to issue a Certificate of
Discharge?

In all cases Advisory staff will review and verify the information
provided, determine whether a certificate of discharge should
be issued, and contact you with any questions. Advisory may
contact you, your representative, or any person relative to the
transaction for additional information.

The Advisory Group Manager has the responsibility to review
and approve the determination and let you know the outcome.
If approved, you will receive a conditional commitment letter.

Q4: When will I receive the Certificate of Discharge?

The Internal Revenue Code under which the certificate of dis-
charge will be issued or granted and the time at which you are
divested of your interest in the property determines when you

will receive the certificate.

e Under 6325(b)(1) you will receive the certificate when it is
determined the remaining property meets the criteria of the
provision.

« Under 6325(b)(2)(A) you will receive the certificate after IRS
receives payment of the agreed upon amount in partial sat-
isfaction of the tax liability, proof that the taxpayer has been
divested of title, and receipt of a copy of the final settlement
statement.

« Under 6325(b)(2)(B) you will receive the certificate when it
is determined that the government’s interest in the property
is valueless, the IRS has received proof that the taxpayer
has been divested of title, and a copy of the final settlement
statement.

NOTE: Under provisions 6325(b)(2)(A) and 6325(b)(2)(B)
at the conclusion of a mortgage foreclosure the certificate
will be issued in accordance with the terms of the conditional

commitment letter. Also see, Publication 487, How to Prepare
an Application Requesting the United States to Release Its
Right to Redeem Property Secured by a Federal Tax Lien.

« Under 6325(b)(3) you will receive the certificate when the
amount of the government’s interest in the property has been
placed in the approved escrow account.

e Under 6325(b)(4) you will receive the certificate when the
amount equal to the government’s interest in the property is
received or an approved bond has posted.

Q5: What happens if my application is denied?

If your application is denied, you will receive Form 9423, Col-
lection Appeal Request and Publication 1660, Collection Appeal
Rights, with an explanation of why your application was denied.

Privacy and Paperwork Reduction Act Notice

The Privacy act of 1974 says that when we ask you for informa-
tion about yourself, we must first tell you our legal right to ask
for the information, why we are asking for it, and how it will be
used. We must also tell you what could happen if you do not
provide it and whether or not you must respond under the law.

We ask for the information on this form to carry out the Internal
Revenue laws of the United States. This information requested
on this form is needed to process your application and to
determine whether the federal tax lien can be discharged. You
are not required to apply for discharge; however, if you want the
federal tax lien to be discharged, you are required to provide
the information requested on this form. Section 6109 requires
you to provide the requested identification numbers. Failure to
provide this information may delay or prevent processing your
application; providing any false information may subject you to
penalties.

The time needed to complete and file this form will vary de-

pending on individual circumstances. The estimated burden

for individuals filing this form is approved under OMB control
number 1545-2174. The estimated burden for those who file
this form is shown below.

* Recordkeeping 2 hr., 45 min.

¢ Learning about the law or the form 2 hr.

¢ Preparing the form 1 hr., 30 min.

« Copying, assembling, and sending the form to the IRS 85
min.

Routine uses of this information include giving it to the Depart-

ment of Justice for civil and criminal litigation, and to cities,

states, the District of Columbia, and United States common-

wealths and possessions for use in administering their tax laws.

Advisory may contact you, your representative, or any person

relative to the transaction for additional information. We may

also disclose this information to other countries under a tax

treaty, to federal and state agencies to enforce federal nontax

criminal laws, or to federal law enforcement and intelligence

agencies to combat terrorism.
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Form 141 35

(June 2010)

Department of the Treasury — Internal Revenue Service

Application for Certificate of Discharge of
Property from Federal Tax Lien

OMB No. 1545-2174

Complete the entire application. Enter NA (not applicable), when appropriate. Attachments and exhibits should be
included as necessary. Additional information may be requested of you or a third party to clarify the details of the

transaction(s).

1. Taxpayer Information (Individual or Business named on the notice of lien):

Name (Individual First, Middle Initial, Last) or (Business) as it appears on lien

Primary Social Security Number
(last 4 digits only)

Name Continuation (Individual First, Middle Initial, Last) or (Business d/b/a)

Secondary Social Security Number
(last 4 digits only)

Address (Number, Street, P.O. Box)

Employer Identification Number

City

State

ZIP Code

Telephone Number (with area code)

Fax Number (with area code)

2. Applicant Information:

|:| Check if also the Taxpayer (If not the taxpayer, attach copy of lien. See Sec.10)

Name (First, Middle Initial, Last)

Relationship to taxpayer

Address (Number, Street, P.O. Box)

City

State

ZIP Code

Telephone Number (with area code)

Fax Number (with area code)

3. Purchase/Transferee/New Owner

[ ] Check if also the Applicant

Relationship to taxpayer

4. Attorney/Representative Information

Attached: Form 8821 or
Power of Attorney Form 2848

[JYes [ ] No

Name (First, Middle Initial, Last)

Interest Represented (e.g. taxpayer, lender, etc.)

Address (Number, Street, P.O. Box)

City

State

ZIP Code

Telephone Number (with area code)

Fax Number (with area code)

5. Lender/Finance Company Information - or (Settlement/Escrow Company for applications under Section 6325(b)(3) only)

Company Name

Contact Name

Contact Phone Number

Catalog Number 54727S

WWW.irs.gov

Form 141 35p('R1e?\’/6.3 06-2010)



Page 2 of 3

6. Monetary Information

Proposed sales price

Expected proceeds to be paid to the United States in exchange for
the certificate of discharge (Enter NA if no proceeds are anticipated)

7. Basis for Discharge: Check the box below that best addresses what you would like the United States to consider in
your application for discharge. (Publication 783 has additional descriptions of the Internal Revenue Code sections listed below.)

[ ] 6325(b)(1) Value of property remaining attached by the lien(s) is at least double the liability of the federal tax

lien(s) plus other encumbrances senior to the lien(s)

[] 6325(b)(2)(A) The United States receives an amount not less than the value of the United States' interest.
(Note: If you are applying under 6325(b)(2)(A) and are the property owner but not the taxpayer, see also

section 16.)

[ ] 6325(b)(2)(B) Interest of the United States in the property to be discharged has no value.

[] 6325(b)(3) Proceeds from property sale held in escrow subject to the liens and claims of the United States.

[] 6325(b)(4) Deposit made or bond furnished in an amount equal to the value of the United States' interest.
(Note: This selection provides a remedy under 7426(a)(4) for return of deposit but is exclusively for a property

owner not named as the taxpayer on the lien)

8. Description of property (for example, 3 bedroom rental house; 2002 Cessna twin engine airplane, serial number

AT919000000000X00; etc.):

Address of real property (If this is personal property, list the address where the property is located):

Address (Number, Street, P.O. Box)

City State

ZIP Code

FOR REAL ESTATE: a legible copy of the deed or title showing
the legal description is required

[ ] Attached [ | NA

FOR Discharge Requests under Section 6325(b)(1):
copy of deed(s) or title(s) for property remaining subject to the
Federal Tax Lien is required

[ ] Attached [ ] NA

9. Appraisal and Valuations

REQUIRED APPRAISAL

Professional appraisal completed by a disinterested third party D Attached
PLUS ONE OF THE FOLLOWING ADDITIONAL VALUATIONS:

County valuation of property (real property) [ ] Attached
Informal valuation of property by disinterested third party |:| Attached
Proposed selling price (for property being sold at auction) |:| Attached
Other: [_] Attached

provided for property remaining subject to the lien.

AND for applications under Section 6325(b)(1), valuation information (of the type described above in this section) must also be

Catalog Number 54727S WWW.irs.gov
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10. Copy of Federal Tax Lien(s) (Complete if applicant and taxpayer differ) D Attached D No

OR list the lien number(s) found near the top right corner on the lien document(s) (if known)

11. Copy of the sales contract/purchase agreement (if available) |:| Attached |:| No
OR
Describe how and when the taxpayer will be divested of his/her interest in the property:

12. Copy of a current title report [ ] Attached [ ]| No
OR
List encumbrances senior to the Federal Tax Lien. Include name and address of holder; description of encumbrance,

e.g., mortgage, state lien, etc.; date of agreement; original loan amount and interest rate; amount due at time of
application; and family relationship, if applicable (Attach additional sheets as needed):

13. Copy of proposed closing statement (aka HUD-1) [ ] Attached [ ] No
OR

Itemize all proposed costs, commissions, and expenses of any transfer or sale associated with property (Attach
additional sheets as needed):

14. Additional information that may have a bearing on this request, such as pending [ ] Attached [ ] No
litigation, explanations of unusual situations, etc., is attached for consideration

15. Escrow Agreement (For applications under IRC 6325(b)(3)) D Attached D No
Escrow agreement must specify type of account, name and depositary for account,
conditions under which payment will be made, cost of escrow, name and address of any
party identified as part of escrow agreement, and signatures of all parties involved including
Advisory Group Manager. Terms for agreement must be reached before discharge approved.

16. WAIVER (For applications made by third parties under IRC 6325(b)(2))
If you are applying as an owner of the property and you are not the taxpayer, to have this application considered under section
6325(b)(2), you must waive the rights that would be available if the application were made under section 6325(b)(4). If you choose
not to waive these rights, the application will be treated as one made under 6325(b)(4) and any payment will be treated like a
deposit under that section. Please check the appropriate box.

| understand that an application and payment made under section 6325(b)(2) does not provide the judicial remedy
available under section 7426(a)(4). In making such an application / payment, | waive the option to have the payment
treated as a deposit under section 6325(b)(4) and the right to request a return of funds and to bring an action under

section 7426(a)(4). |:| Waive D No

17. Declaration
Under penalties of perjury, | declare that | have examined this application, including any accompanying schedules, exhibits,
affidavits, and statements and to the best of my knowledge and belief it is true, correct and complete.

Signature/Title Date

Signature/Title Date
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Instructions on how to apply for a

A

Certificate of Subordination of Federal Tax Lien IRS

A Certificate of Subordination under Internal Revenue Code
Section 6325(d)(1) and 6325(d)(2) allows a named creditor
to move their junior creditor position ahead of the United

States’ position for the property named in the certificate. For

How to Apply for a Certificate of Subordination of Federal
Estate Tax Lien Under Section 6325(d)(3) of the Internal
Revenue Code use Publication 1153.

1. Complete Form 14134, Application for Certificate of
Subordination of Federal Tax Lien attached with this
publication.

2. Mail the completed Form 14134 and the appropriate
attachments to:
IRS, Attn: Advisory Group Manager
(Refer to Publication 4235, Collection Advisory Group

Addresses for the correct address. The correct address

is the office assigned to the location where the property
is located.)

If you have any questions, contact the applicable Advisory
Office.

If you want to know how much you owe in order to pay the

lien(s) in full, call 1-800-913-6050, visit the nearest Taxpayer
Assistance Center, or contact the revenue officer assigned to

your case.

Important!

Please submit your application at least 45 days before

the transaction date that the certificate of subordination is
needed. Doing so will allow sufficient time for review, de-
termination, notification and the furnishing of any applicable
documents by the transaction date.

Information Required on the Application

Section 1 - Taxpayer Information

1. Enter the name and address of the individual(s) or busi-
ness as it appears on the Notice(s) of Federal Tax Lien
(NFTL). A second name line is provided if needed.

2. Enter, if known, the last 4 digits of the social security
number (SSN) or full employer identification number as
it appears on the NFTL.

3. Enter, if known and if applicable, the last 4 digits of any
spousal SSN (secondary SSN) associated with the tax
debt listed on the NFTL.

4. Provide a daytime phone number and a fax number.

Section 2 - Applicant Information

1. Check the box on the first line of Section 2 if you are
both the taxpayer and the applicant. If you are not the
taxpayer, attach a copy of the lien.

2. If you have checked the box indicating that you are the
taxpayer and your information is the same as listed on
the lien, enter “same as taxpayer” on the name line.

3. If you are not the taxpayer or you are the taxpayer but
your information is no longer the same as the informa-

tion on the Notice of Federal Tax Lien, enter your name
(include any name changes), current address, daytime
phone number and fax number.

4. If you are not the taxpayer, enter in the box next to
“Name” your relationship to the taxpayer (e.g. parent,
uncle, sister, no relation, etc.).

Section 3 - Property Owner

1. Check the box on the first line of Section 3 if you are
both the property owner and the applicant.

2. Enter the name of the property owner. Or if you have
checked the box indicating you are both the applicant
and the property owner, enter, “same as applicant”.

3. Enter the property owner’s relationship to the taxpayer
(e.g. taxpayer, parent, no relation, etc.).

Section 4 - Attorney/Representative Information

This section is used to list the taxpayer’s representative or a
representative of a party other than the taxpayer, such as the
lender, needing to receive information from the IRS. Howev-
er, you do not need a representative to request subordination
of the federal tax lien.

1. Check the box on the first line of Section 4 if you are
attaching a Form 8821 (Tax Information Authority) or
Form 2848 (Power of Attorney) with your application. If
you are attaching one of these forms, please make sure
it is completely filled out, signed, and dated. You must
provide one of these forms if the representative repre-
sents an interest other than the taxpayer.

2. Enter the name, address, phone number, and fax
number of your representative in this action. The IRS will
work with you and your representative to process your
application. Or enter “NA” on the name line if you are
not using a representative.

3. Enter whose interest the representative represents (e.g.
taxpayer, lender, titte company, etc.). This allows the
IRS to determine what information can be shared with
the representative.

Section 5 - Lender/Finance Company Information

1. Enter the company name, contact name, phone number,
and fax number for the lender you are requesting the
United States subordinate its interest to.

2. Enter the type of transaction. For example, a loan
consolidation or refinance often prompts a subordination
request.

Section 6 - Monetary Information

1. Enter the amount of your existing or outstanding financ-
ing.
Enter the amount of new financing you are seeking.

Enter the amount anticipated being paid toward the
United States’ interest (For applications requested under
6325(d)(1) only).
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Section 7 - Basis for Subordination

A subordination may be granted under Internal Revenue
Code (IRC) 6325(d)(1) or 6325(d)(2). Review the informa-
tion below and select the section which best applies to your
subordination request. If the IRS does not agree with your
selection after its review, an explanation of the decision will
be provided.

6325(d)(1) - a subordination may be issued under this
section if you pay an amount equal to the lien or interest
to which the certificate subordinates the lien of the United
States. The following example uses an 80% loan to value
and a 3% closing cost to financing ratio.

Example:

Current/New  QOriginal
Fair Market Value $200,000 N/A
Refinance $160,000 $145,000
Closing Costs $ 4,800 N/A
United States Interest $ 10,200 N/A

In this example the United States’ interest is the equity
you obtain from your refinanced loan after paying off the
existing loan of $145,000 and paying the closing costs
to obtain the loan. ($200,000 property value x 80%

loan to value ratio = $160,000 refinance loan amount.
$160,000 - $145,000 loan payoff = $15,000 potential
equity. $160,000 x 3% = $4800 closing costs to obtain
the loan. $15,000 potential equity - $4,800 closing costs
=$10,200) The IRS would ask for $10,200 in return

for the United States subordinating its interest to the
refinanced loan. The lien remains on the property but
the refinanced loan has priority over the lien.

4. 6325(d)(2) — a subordination may be issued under this
section if the IRS determines that the issuance of the
certificate will increase the amount the government
realizes and make collection of the tax liability easier.
This might involve a refinance to a lower interest rate
which would, if the subordination were granted, allow
a larger monthly repayment rate on the tax liability. Or
the situation might be more complex. For example, AAA
Auto Sales currently pays the IRS $2000 per month on
a $120,000 tax debt. Their inventory needs replenish-
ing but their wholesaler is reluctant to provide added
inventory because of the federal tax lien. AAA requests
subordination and provides the IRS with documentation
that an inventory replenishment of 500 cars could allow
them to increase their monthly payment to $3000 as
well as increase their pay back rate to bi-weekly. In this
example the United States’ interest would be second on
the new inventory, if the subordination is granted.

For applications under section 6325(d)(2), complete
and attach a signed and dated statement describing
how the amount the United States may ultimately realize
through this subordination will increase and how collec-
tion will be facilitated by the subordination.

5. 6325(d)(3) - Questions and applications for this section
refer to Publication 1153 for instructions.

Section 8 - Description of Property

1. Enter a detailed description of the collateral you will use
for the loan or other financing. This is the collateral on
which you want the lien interest subordinated to the loan
or financing. If this is real estate, you must provide the
legal description.

2. When the property is real estate include the type
of property. For example, 3-bedroom house; etc.
When the property is personal property include serial
or vehicle numbers, as appropriate. For example,
2002 Cessna twin engine airplane, serial number
AT919000000000X00; etc.

3. Provide the property’s physical address if it is real estate
or provide the physical address where the property is
located, if it is personal property.

4. Check the appropriate box to indicate whether you
attached a copy of the title or deed to the property.

Section 9 - Appraisal and Valuations

1. Check the “Attached” box after “Appraisal” to indicate
whether you have attached an appraisal completed by a
disinterested third party. This is typically a professional
appraisal providing neighborhood analysis; descrip-
tion of the site; description of the improvements; cost
approach; comparable sales; definition of market value;
certification; contingent and limiting conditions; interior
and exterior photos of the property; exterior photos of
comparable sales used; comparable sales location map;
sketch of subject property showing room layout; flood
map and qualifications of the appraiser. This type of
appraisal is not required for a certificate of subordi-
nation.

2. Check the appropriate box under the “Or One of the
Following Valuations” section to indicate which type of
property value verification is attached with your applica-
tion.

Section 10 - Federal Tax Liens

This section is important when the applicant and the
taxpayer are different. If the applicant and the taxpayer are
the same, this section may be skipped.

1. Check the “Attached” box if you have attached copies of
the lien(s) with your application.

2. If you checked the “no” box list the System Lien Identi-
fication Number (SLID) found in the top right hand box
of the lien document, if available. If you do not have the
numbers enter “unknown” in the first box.

Section 11 - Proposed loan agreement

1. Check the “attached” box if you have attached the
proposed mortgage contract and describe how subordi-
nation is in the best interests of the United States

2. If you checked the “no” box, describe how subordination
is in the best interests of the United States.
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Section 12 - Current title report

1. Check the “attached” box if you attached the title report.
This is required for subordination.

2. If you checked the “no” box and the title report is not at-
tached, use the space provided to list any encumbranc-
es (liens or claims) against the property and whether
those encumbrances are senior to the United States’
lien interest. Include the name and address of the
holder; description of the encumbrance, e.g., mortgage,
state lien, etc.; date of agreement; original loan amount
and interest rate; amount due at time of application; and
family relationship, if applicable.

3. If any mortgages listed on your title report are home
equity lines of credit (HELOCS), the NFTL takes priority
over advances made via the HELOC on the 46th day
after the NFTL is filed. This means any advances made
to you more than 46 days after the NFTL is filed, were
made subject to the NFTL. The advances need to be
included in the equity interest to which the United States
attaches. To make an accurate value determination and
to avoid processing delays with your application, provide
documentation on any HELOC advances from the 46th
day after the NFTL was filed, through the date you
submit your application, and include expected advances
through the date the certificate will be issued.

4. Attach a separate sheet titled “Section 12" with the infor-
mation in item # 2 and # 3 above if there is not enough
space provided on the form.

Section 13 - Proposed closing statement

1. Check the “attached” box if you attached the proposed
closing statement. This statement is often referred to as
a HUD-1.

2. If you checked the “no” box and you did not attach the
proposed closing statement, use the space provided to
itemize all proposed costs, commissions, and expenses
to refinance the property.

3. Attach a separate sheet titled “Section 13" with the
information in item # 2 above if there is not enough
space provided on the form.

Section 14 - Additional Information

1. Check the “attached” box if you have attached other
documents relevant to the subordination application.
This could include affidavits or court documents.

2. Check the “no” box if you do not have any additional
documentation.

Section 15 - Declaration

The applicant or their authorized Power of Attorney signs the
application form. You must sign your application under penal-
ties of perjury attesting to having examined the application,
accompanying schedules or documents, exhibits, affidavits,
and statements and declaring to the best of your knowledge
and belief that the application is true, correct and complete.

Frequently Asked Questions
Q1: When do | make a payment?

The Internal Revenue Code section under which the certifi-
cate of subordination will be issued or granted determines
the details regarding making a payment.

» Subordination under 6325(d)(1) requires a payment, but
do not send a payment with the application. The Advisory
Group Manager will notify you after determining the
amount due and when to send payment.

e Subordination under 6325(d)(2) does not require a pay-
ment.

Q2: What is an acceptable form of payment?

Make payments in cash or by the following types of checks:
certified; cashiers; or treasurer’s check. The check must
be drawn on any bank or trust company incorporated under
the laws of the United States, or of any state, or possession
of the United States. Payment can also be made using a
United States postal, bank, express or telegraph money
order.

Important! If you pay by personal check, issuance of the
certificate of subordination will be delayed until the bank
honors the check.

Q3: Who makes the decision to issue a Certificate
of Subordination?

In all cases Advisory staff will review and verify the informa-
tion provided, determine whether a certificate of subordina-
tion should be issued, and contact you with any questions.
Advisory may contact you, your representative, or any
person relative to the transaction for additional information.

The Advisory Group Manager has the responsibility to
review and approve the determination and let you know the
outcome. If approved, you will receive a conditional commit-
ment letter.

Q4: When will | receive the Certificate of
Subordination?

The Internal Revenue Code under which the certificate of
subordination will be issued or granted determines when you
will receive the certificate.

e Under 6325(d)(1), you will receive the certificate upon
receipt of the amount determined to be the interest of the
United States in the property subject to the federal tax
lien.

» Under 6325(d)(2), you will receive the certificate after
your application has been investigated and the informa-
tion verified. The Advisory Group Manager will notify you
of the decision and provide you with a projected date for
mailing the certificate of subordination.
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Q5: What happens if my application is denied?

If your application is denied, you will receive Form 9423
Collection Appeal Request and Publication 1660, Collection

Appeal Rights, with an explanation of why your application
was denied.

Privacy and Paperwork Reduction Act Notice

The Privacy act of 1974 says that when we ask you for infor-
mation about yourself, we must first tell you our legal right to
ask for the information, why we are asking for it, and how it
will be used. We must also tell you what could happen if you
do not provide it and whether or not you must respond under
the law.

We ask for the information on this form to carry out the
Internal Revenue laws of the United States. This information
requested on this form is needed to process your applica-
tion and to determine whether the federal tax lien can be
discharged. You are not required to apply for discharge;
however, if you want the federal tax lien to be discharged,
you are required to provide the information requested on this
form. Section 6109 requires you to provide the requested
identification numbers. Failure to provide this information

may delay or prevent processing your application; providing
any false information may subject you to penalties.

The time needed to complete and file this form will vary de-
pending on individual circumstances. The estimated burden
for individuals filing this form is approved under OMB control
number 1545-2174. The estimated burden for those who
file this form is shown below.

« Recordkeeping 2 hr., 45 min.
e Learning about the law or the form 2 hr.
e Preparing the form 1 hr., 30 min.

» Copying, assembling, and sending the form
to the IRS 85 min.

Routine uses of this information include giving it to the
Department of Justice for civil and criminal litigation, and

to cities, states, the District of Columbia, and United States
commonwealths and possessions for use in administering
their tax laws. Advisory may contact you, your representa-
tive, or any person relative to the transaction for additional
information. We may also disclose this information to other
countries under a tax treaty, to federal and state agencies
to enforce federal nontax criminal laws, or to federal law
enforcement and intelligence agencies to combat terrorism.

Publication 784 (Rev. 6-2010) Catalog Number 46756T Department of the Treasury Internal Revenue Services Wﬁvg.irs.gov

p.



Form 1 41 34

(June 2010)

Department of the Treasury — Internal Revenue Service

Application for Certificate of Subordination of

Federal Tax Lien

OMB No. 1545-2174

Complete the entire application. Enter NA (not applicable), when appropriate. Attachments and exhibits should be included as

necessary. Additional information may be requested to clarify the details of the transaction(s).

1. Taxpayer Information (Individual or Business named on the notice of lien)

Name (Individual First, Middle Initial, Last) or (Business) as it appears on lien

Primary Social Security Number

(last 4 digits only)

Name Continuation (Individual First, Middle Initial, Last) or (Business d/b/a)

Secondary Social Security Number

(last 4 digits only)

Address (Number, Street, P.O. Box)

Employer Identification Number

City

State

ZIP Code

Telephone Number (with area code)

Fax Number (with area code)

2. Applicant Information

|:| Check if also the Taxpayer (If not the taxpayer, attach copy of lien. See Sec.10)

Name (First, Middle Initial, Last)

Relationship to taxpayer

Address (Number, Street, P.O. Box)

City

State

ZIP Code

Telephone Number (with area code)

Fax Number (with area code)

3. Property Owner

[ ] Check if also the Applicant

Relationship to Taxpayer

4. Attorney/Representative Information

Attached: Form 8821 or
Power of Attorney Form 2848

[ ] Yes

[ ] No

Name (First, Middle Initial, Last)

Interest Represented (e.g. taxpayer, lender, etc.)

Address (Number, Street, P.O. Box)

City

State

ZIP Code

Telephone Number (with area code)

Fax Number (with area code)

5. Lending/Finance Company

Company Name

Contact Name

Contact Phone Number

Type of transaction (For example, loan consolidation, refinance, etc)

Catalog Number 54726H
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Page 2 of 3

6. Monetary Information

Amount of existing loan (if refinancing)

Amount of new loan

Amount to be paid to the United States (6325(d)(1) applications only)

7. Basis for Subordination: Check the box below that best addresses what you would like the United States to consider
in your application for subordination. (Publication 784 has additional descriptions of the Internal Revenue Code sections listed

below.)

[ 6325(d)(1)

[ ] 6325(d)(2)

the United States will receive an amount equal to the lien or interest to which the certificate of
subordination is issued (provide amount in Section 6 above)

the issuance of the certificate of subordination will increase the government's interest and make
collection of the tax liability easier. (Complete and attach a signed and dated statement describing how
the amount the United States may ultimately realize will increase and how collection will be facilitated by

the subordination.)

Statement |:| Attached |:| NA

8. Description of property (For example, 3 bedroom rental house; 2002 Cessna twin engine airplane, serial number
AT919000000000X00; etc.):

Address of real property (If this is personal property list the address where the property is located):

Address (Number, Street, P.O. Box)

City State ZIP Code
Real Estate:
Legible copy of deed or title showing legal description [ ] Attached [ ] NA

9. Appraisal and Valuations

Other:

Appraisal: (Professional appraisal completed by a disinterested [ ] Attached
third party but it is not required for a subordination)
OR ONE OF THE FOLLOWING VALUATIONS:
County valuation of property (real property) [ ] Attached
Informal valuation of property by disinterested third party [_] Attached
Proposed selling price (for property being sold at auction) D Attached
[ ] Attached

Catalog Number 54726H WWW.irs.gov
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10. Copy of Federal Tax Lien(s) (Complete if applicant and taxpayer differ) D Attached D No
OR list the lien number(s) found near the top right corner on the lien document(s) (if known)

11. Copy of the proposed loan agreement (if available) |:| Attached |:| No
AND

Describe how subordination is in the best interests of the United States:

12. Copy of a current title report (required for subordination) [ ] Attached [ _] No
OR

List encumbrances with seniority over the Federal Tax Lien. Include name and address of the holder; description of
the encumbrance, e.g., mortgage, state lien, etc.; date of agreement; original loan amount and interest rate; amount
due at time of application; and family relationship, if applicable. Include any home equity line of credit (HELOCs)
advances beginning the 46th day after the NFTL was filed, through the date you submit your application, and include
expected advances through the date the certificate will be issued. (Attach additional sheets as needed):

13. Copy of proposed closing statement (aka HUD-1) [ ] Attached [ ] No
OR

Itemize all proposed costs, commissions, and expenses of any transfer or sale associated with property (Attach
additional sheets as needed):

14. Additional information that may have a bearing on this request, [Jves [INo
such as pending litigation, explanations of unusual situations, etc.,
is attached for consideration

15. Declaration
Under penalties of perjury, | declare that | have examined this application, including any accompanying schedules,
exhibits, affidavits, and statements and to the best of my knowledge and belief it is true, correct and complete.

Signature/Title Date

Signature/Title Date

Catalog Number 54726H WWW.irs.gov Form 14134 [a&v°06-2010)



Department of the Treasury — Internal Revenue Service
Form 12277 Application for Withdrawal of Filed
(October 2011) Form 668(Y), Notice of Federal Tax Lien
(Internal Revenue Code Section 6323(j))
1. Taxpayer Name (as shown on the Notice of Federal Tax Lien) 2. Social Security/Employer Identification No.

3. Taxpayer's Representative, if applicable, or Name and Title of contact person, if taxpayer is a business

4. Address (Number, Street, P.O. Box)

5. City 6. State 7. ZIP code 8. Phone Number

9. Attach copy of the Form 668(Y), Notice of Federal Tax Lien, if available, OR, if you don't have a copy, provide the
following information, if available:

Serial number of Form 668(Y) (found near the top of the document) Date Form 668(Y) filed

Recording office where Form 668(Y) was filed

10. Current status of the federal tax lien ("x" appropriate box)
[ ] Open [ ] Released [ ] Unknown

11. Reason for requesting withdrawal of the filed Notice of Federal Tax Lien ("x" appropriate box(es))
|:| The Notice of Federal Tax Lien was filed prematurely or not in accordance with IRS procedures.

[ ] The taxpayer entered into an installment agreement to satisfy the liability for which the lien was imposed
and the agreement did not provide for a Notice of Federal Tax Lien to be filed.

[ ] The taxpayer is under a Direct Debit Installment Agreement.
[ ] withdrawal will facilitate collection of the tax.

|:| The taxpayer, or the Taxpayer Advocate acting on behalf of the taxpayer, believes withdrawal is in the
best interest of the taxpayer and the government.

12. Explain the basis for the withdrawal request (attach additional sheets and other documentation that substantiates your
request, as needed)

Under penalties of perjury, | declare that | have examined this application (including any accompanying
schedules, exhibits, affidavits, and statements) and, to the best of my knowledge and belief, it is true,
correct, and complete

Affirmation o
Signature (Taxpayer or Representative) Title (if business) Date
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General Instructions

Complete the application. If the information you supply is
not complete, it may be necessary for the IRS to obtain
additional information before making a determination on the
application.

® Sections 1 and 2: Enter the taxpayer's name and
Social Security Number (SSN) or Employer
Identification Number (EIN) as shown on the Notice of
Federal Tax Lien (NFTL).

e Section 3: Enter the name of the person completing
the application if it differs from the taxpayer's name in
section 1 (for example, taxpayer representative). For
business taxpayers, enter the name and title of person
making the application. Otherwise, leave blank.

® Sections 4 through 8: Enter current contact information
of taxpayer or representative.

e Section 9: Attach a copy of the NFTL to be withdrawn,
if available. If you don't have a copy of the NFTL but
have other information about the NFTL, enter that
information to assist the IRS in processing your
request.

e Section 10: Check the box that indicates the current
status of the lien.
"Open" means there is still a balance owed with
respect to the tax liabilities listed on the NFTL.
"Released" means the lien has been satisfied or is no
longer enforceable.
"Unknown" means you do not know the current status
of the lien.

® Section 11: Check the box(es) that best describe the
reason(s) for the withdrawal request. NOTE: If you are
requesting a withdrawal of a released NFTL, you
generally should check the last box regarding the best
interest provision.

® Section 12: Provide a detailed explanation of the
events or the situation to support your reason(s) for the
withdrawal request. Attach additional sheets and
supporting documentation, as needed.

e Affirmation: Sign and date the application. If you are
completing the application for a business taxpayer,
enter your title in the business.

Mail your application to the IRS office assigned your
account. If the account is not assigned or you are
uncertain where it is assigned, mail your application to IRS,
ATTN: Advisory Group Manager, in the area where you live
or is the taxpayer's principal place of business. Use
Publication 4235, Advisory Group Addresses, to determine
the appropriate office.

Your application will be reviewed and, if needed, you may
be asked to provide additional information. You will be
contacted regarding a determination on your application.

a. If a determination is made to withdraw the NFTL, we
will file a Form 10916(c), Withdrawal of Filed Notice of
Federal Tax Lien, in the recording office where the
original NFTL was filed and provide you a copy of the
document for your records.

b. If the determination is made to not withdraw the
NFTL, we will notify you and provide information
regarding your rights to appeal the decision.

At your request, we will notify other interested parties
of the withdrawal notice. Your request must be in
writing and provide the names and addresses of the
credit reporting agencies, financial institutions, and/or
creditors that you want notified.

NOTE: Your request serves as our authority to release the
notice of withdrawal information to the agencies, financial
institutions, or creditors you have identified.

If, at a later date, additional copies of the withdrawal notice
are needed, you must provide a written request to the
Advisory Group Manager. The request must provide:

a. The taxpayer's name, current address, and taxpayer
identification number with a brief statement
authorizing the additional notifications;.

b. A copy of the notice of withdrawal, if available; and

c. A supplemental list of the names and addresses of
any credit reporting agencies, financial institutions, or
creditors to notify of the withdrawal of the filed Form
668(Y).

Privacy Act Notice

We ask for the information on this form to carry out the
Internal Revenue laws of the United States. The primary
purpose of this form is to apply for withdrawal of a notice of
federal tax lien. The information requested on this form is
needed to process your application and to determine
whether the notice of federal tax lien can be withdrawn.
You are not required to apply for a withdrawal; however, if
you want the notice of federal tax lien to be withdrawn, you
are required to provide the information requested on this
form. Sections 6001, 6011, and 6323 of the Internal
Revenue Code authorize us to collect this information.
Section 6109 requires you to provide the requested
identification numbers. Failure to provide this information
may delay or prevent processing your application; providing
false or fraudulent information may subject you to penalties.

Routine uses of this information include giving it to the
Department of Justice for civil and criminal litigation, and to
cities, states, the District of Columbia, and U.S.
commonwealths and possessions for use in administering
their tax laws. We may also disclose this information to
other countries under a tax treaty, to federal and state
agencies to enforce federal nontax criminal laws, or to
federal law enforcement and intelligence agencies to
combat terrorism.
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IRS Contact Numbers

Practitioner Priority Service
1-866-860-4259

Centralized Insolvency Operations
1-800-973-0424
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