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These synopses are intended only as aids to the reader in
identifying the subject matter covered. They may not be
relied upon as authoritative interpretations.

INCOME TAX

Rev. Rul. 99-9, page 14.

LIFO; price indexes; department stores. The December
1998 Bureau of Labor Statistics price indexes are accepted
for use by department stores employing the retail inventory
and last-in, first-out inventory methods for valuing inventories
for tax years ended on, or with reference to, December 31,
1998.

T.D. 8792, page 36.

Final regulations under section 7702B of the Code relate to
consumer protection with respect to qualified long-term care
insurance contracts and relate to events that will result in
the loss of grandfathered status for long-term care insur-
ance contracts issued prior to January 1, 1997.

T.D. 8793, page 15.

REG-111435-98, page 55.

Temporary and proposed regulations under sections 6103
and 6311 of the Code authorize the Secretary of the Trea-
sury to accept payment of internal revenue taxes by credit
card or debit card.

T.D. 8809, page 27.

REG-117620-98, page 59.

Temporary and proposed regulations under section 6330 of
the Code relate to the provision of notice to taxpayers of a
right to a hearing before levy. A public hearing will be held on
June 15, 1999.

T.D. 8810, page 19.

REG-116824-98, page 57.

Temporary and proposed regulations under section 6320 of
the Code relate to the provision of notice to taxpayers of the
filing of a notice of federal tax lien (NFTL).

EMPLOYEE PLANS

T.D. 8794, page 4.

REG-113694-98, page 56.
Final, temporary, and proposed regulations under sections
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411 and 417 of the Code relate to the increase from
$3,500 to $5,000 of the limit on distributions from qualified
retirement plans that can be made without participant con-
sent.

T.D. 8795, page 8.

Final regulations under section 411 of the Code provide
guidance on the requirements of section 204(h) of the Em-
ployee Retirement Income Security Act of 1974, as
amended (ERISA), relating to defined benefit plans and to in-
dividual account plans that are subject to the funding stan-
dards of section 302 of ERISA.

ADMINISTRATIVE

Rev. Proc. 99-15, page 42.

Insurance companies; loss reserves; discounting un-
paid losses. The loss payment patterns and discount fac-
tors are set forth for the 1998 accident year. These factors
will be used for computing discounted unpaid losses under
section 846 of the Code.

Rev. Proc. 99-16, page 50.

Insurance companies; discounting estimated salvage
recoverable. The salvage discount factors are set forth for
the 1998 accident year. These factors will be used for com-
puting estimated salvage recoverable under section 832 of
the Code.

Rev. Proc. 99-17, page 52.

Commodities dealers; securities or commodities
traders: procedures for making elections. This proce-
dure prescribes the time and manner for dealers in com-
modities and traders in securities or commodities to elect to
use the mark-to-market method of accounting under section
475 of the Code.

Announcement 99-14, page 60.

Final regulation T.D. 8611, 1995-2 C.B. 286, relating to
conduit financing arrangements under section 7701 of the
Code, is corrected.



Mission of the Service

Provide America’s taxpayers top quality service by help-
ing them understand and meet their tax responsibilities

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to adminis-
ter the Internal Revenue Code. Tax policy for raising revenue
is determined by Congress.

With this in mind, it is the duty of the Service to carry out that
policy by correctly applying the laws enacted by Congress;
to determine the reasonable meaning of various Code provi-
sions in light of the Congressional purpose in enacting them;
and to perform this work in a fair and impartial manner, with
neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the Code. It
is the responsibility of each person in the Service, charged
with the duty of interpreting the law, to try to find the true
meaning of the statutory provision and not to adopt a
strained construction in the belief that he or she is “protect-
ing the revenue.” The revenue is properly protected only
when we ascertain and apply the true meaning of the statute.

and by applying the tax law with integrity and fairness to
all.

The Service also has the responsibility of applying and
administering the law in a reasonable, practical manner.
Issues should only be raised by examining officers when
they have merit, never arbitrarily or for trading purposes.
At the same time, the examining officer should never hesi-
tate to raise a meritorious issue. It is also important that
care be exercised not to raise an issue or to ask a court to
adopt a position inconsistent with an established Service
position.

Administration should be both reasonable and vigorous. It
should be conducted with as little delay as possible and
with great courtesy and considerateness. It should never
try to overreach, and should be reasonable within the
bounds of law and sound administration. It should, howev-
er, be vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax devices and
fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents of a permanent nature are consoli-
dated semiannually into Cumulative Bulletins, which are sold
on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part ll.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury's Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemaking
and the disbarment and suspension list included in this part,
none of these announcements are consolidated in the Cumu-
lative Bulletins.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a quarterly and
semiannual basis, and are published in the first Bulletin of the
succeeding quarterly and semiannual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986
Section 411.—Minimum Vesting FOR FURTHER INFORMATION CON- deemed to exceed $3,500; this is com-

Standards TACT: Michael J. Karlan, (202) 622-6030monly referred to as the “lookback rule.”
(not a toll-free number). Consistent with the TRA '97 change,
26 CFR 1.411(a)-7T: Definitions and special rules these regulations increase the cash-out
(temporary). SUPPLEMENTARY INFORMATION:  |imit to $5,000. In determining whether a
TD. 8794 Background participant’s nonforfeitable accrued bene-

fit may be distributed without consent
DEPARTMENT OF THE TREASURY This document contains amendments tduring plan years beginning on or after

Interval Revenue Service the Income Tax Regulations and the EmAugust 6, 1997, the new cash-out limit of
26 CFR Parts and 31 ployment Tax Regulations (26 CFR part$5,000 is permitted to be applied as

1 and 31) under sections 411(a)(7)though it were in effect for all plan years,
Increase In Cash-Out Limit 411(a)(11), and 417(e)(1) regarding reincluding those beginning before August
Under Sections (411(a)(7), strictions on involuntary distributions and6, 1997. Thus, for example, a cal_endar
411(a)(11), and 417(e)(1) for joint and survivor annuity requirementsyear plan may be amended to provide for

for qualified plans. The final and tempo-the involuntary distribution after Decem-
rary regulations change the existing reger 31, 1997, of the accrued benefit of a
AGENCY: Internal Revenue Servicelations to take into account amendmentgarticipant who terminated employment

Qualified Retirement Plans

(IRS) Treasury. made by the Taxpayer Relief Act of 1997%n or before that date, if the present value
(TRA97), Public Law 105-34, 111 Stat.of the accrued benefit does not exceed
ACTION: Final and temporary regula-788 (1997). $5,000 at the time of the distribution (sub-
tions. ) . ject to the exception described below for
SUMMARY: This document contains EXPlanation of Provisions optional forms of benefit under which at
finz_al and tempo_rary regulat_ions providingA_ Restrictions on Mandatory least one scheduled periodic distribution
guidance relating to the increase from pistributions is still payable). This result is the same

$3,500 to $5,000 of the limit on distribu-  prior to the enactment of TRA '97, sec€ven if the accrued benefit could only
tions from qualified retirement plans thatjon 411(a)(11)(A) provided that if the pre-have been distributed with the partici-
can be made without participant consentant value of any nonforfeitable accruye@ant's or the spouse’s consent at termina-
This increase is contained in the Taxpay&fenefit exceeded $3,500, a plan met tHion of employment because the present
Relief Act of 1997. In addition, these regyequirements of section 411(a)(11) only ivalue of the benefit exceeded $3,500 at
ulations eliminate, for most distributions,sych plan provided that such benefit coulthat time.
the “lookback rule” pursuant to which thenot be immediately distributed without the In addition, these temporary regula-
qualified plan benefits of certain partici-consent of the participant. TRA '97tions eliminate, for many distributions,
pants are deemed to exceed this limit oghanged this cash-out limit to $5,000, efthe lookback rule under §1.411(a)-11(c)-
mandatory distributions. The final andfective for plan years beginning after Au{3). Under these regulations, a plan may
temporary regulations affect sponsors angust 5, 1997. For this purpose, both bdrovide that the present value of a partici-
administrators of qualified retirementfore and after the enactment of TRA '97pant’s nonforfeitable accrued benefit gen-
plans, and participants in those plans. Thie present value of a participant’s nonforerally may be distributed without consent
final regulations also amend the existindeitable benefit is calculated in accordanc# that present value does not exceed the
final regulations to cross-reference thevith section 417(e)(3). cash-out limit as determined at the time of
temporary regulations. The text of the Interpreting the law prior to the the current distribution without regard to
temporary regulations also serves, in pagnactment of TRA '97, §1.411(a)-11(c)(3fhe present value of the participant's ben-
as the text of the proposed regulations sptovides that the written consent of a paefit at the time of an earlier distribution.
forth in REG-113694-98, page 56 in thigicipant is required before the commence-owever, under these temporary regula-
Bulletin. ment of the distribution of any portion oftions, if a participation has begun to re-
the participant’s accrued benefit if the preceive distributions pursuant to an optional
DATES: Effective Date:These regula- sent value of the nonforfeitable total acform of benefit under which at least one
tions are effective December 31, 1998. crued benefit is greater than $3,500. If thecheduled periodic distribution is still
Applicability Date: These final and present value does not exceed $3,500, thayable, and if the present value of the
temporary regulations generally apply t@onsent requirements are deemed satisfiggrticipant's nonforfeitable accrued bene-
distributions made on or after March 22and the plan may distribute such portion téit exceeded the $5,000 cash-out limit at
1999. However, employers are permittethe participant as a single sum. The regul#le time of the first distribution under that
to apply the final regulations and the temtion further provides that, if the presenpptional form of benefit, then the present
porary regulations other than §1.411(a)value determined at the time of a distribuvalue of the participant’s nonforfeitable
11T(c)(i) to plan years beginning on ottion to the participant exceeds $3,500, themccrued benefit may not be distributed
after August 6, 1997. the present value at any subsequent timevisthout consent.
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B. Immediate Distribution of the Present by the employee with respect to which hén accordance with section 417(e)(3)
Value of a QJSA or QPSA has received a distribution of the presentsing the interest rate and mortality tables
Prior to the enactment of TRA'97, secvalue of his entire nonforfeitable benefitin effect under the plan for the annuity
tion 417(e)(1) provided that a plan subjedf such distribution was in an amount nostarting date. Thus, for example, if the
to sections 401(a)(11) and 417 could pranore than $3,500 (prior to the amendpresent value of the participant’s accrued
vide that the present value of a qualifietnent of the cash-out limit under TRAbenefit using the rate described in section
joint and survivor annuity (“QJSA”) or a’97), as permitted under regulations pre417(e)(3)(B) (often referred to as the
qualified preretirement survivor annuityscribed by the Secretary. SectiorfPBGC rate”) exceeds $5,000, and the
(“QPSA”) would be immediately distrib- 411(a)(7)(B)(i) applies only if the distrib- plan is subsequently amended to reflect
uted if such value did not exceed $3,50Qution was made on termination of the emthe interest rate described in section
Pursuant to section 417(e)(1), no distribuployee’s participation in the plan, and417(e)(3)(A)(ii), the plan may provide
tion could be made under the precedin§l.411(a)-7(d)(4)(i)(C) provides thatthat the present value of the accrued bene-
sentence after the annuity starting datsuch involuntary distributions must haveit may be distributed without the partici-
unless the participant and the spouse bken made due to the termination of thpant's or spouse’s consent if the value of
the participant (or where the participanemployee’s participation in the plan. TRAthe accrued benefit does not exceed
had died, the surviving spouse) consentédl7 changed this $3,500 limit to the dollar$5,000, as determined under the plan pro-
in writing to such distribution. TRA '97 limit under section 411(a)(11)(A), effec-visions then in effect.
changed this dollar limit from $3,500 totive for plan years beginning after August ) .
the dollar limit under section 5, 1997. These temporary regulations prd- Benefits Protected from Reduction or
411(a)(11)(A), effective for plan years bevide that, for purposes of applying section _Elimination _ _
ginning after August 5, 1997. These regud11(a)(7)(B)(i), an involuntary distribu- S€ction 411(d)(6) provides, in general,
lations change only the dollar limit intion of an employee’s nonforfeitable acth@t @ plan shall be treated as not satisfy-
§1.417(e)-1(b)(2)(i) from $3,500 to thecrued benefit the present value of whict'd the requirements of section 401(a) if
dollar limit under section 411(a)(11)(A),does not exceed $5,000 may be treated % accrued benefit of a participant is de-
and do not revise the lookback rule setaving occurred due to termination off"€@s€d, or an optional form of benefit is
forth in that section for plans subject tgarticipation if the distribution could have€liminated, by an amendment of the plan.
sections 401(a)(11) and 417. been made due to termination of partici®ection 1.411(d)-4, paragraph (b)(2)(v)

, pation but for the fact that the presenp! Q&A-2 provides that a plan may be
C. Proposed Regulations value exceeded $3.500 at that time. amended to provide for the involuntary

The proposed regulations set forth in the distribution of an employee’s benefit to
notice of proposed rulemaking on this subE. Conforming Amendments the extent such distribution is permitted
ject in the Proposed Rules section of the Several other provisions of the Treaunder sections 411(a)(11) and 417(e). In
Federal Registercompletely repeal the sury Regulations incorporate the cash-oatccordance with that provision, a plan
lookback rule under 881.411(a)- 11(c)(3himit, and these regulations make conmay be amended for plan years beginning
and 1.417(e)-1(b)(2)(i),e., both for plans forming amendments to those provisionsn or after August 6, 1997, to permit the
that are and plans that are not subject to order to incorporate the new cash-ounvoluntary distribution of an accrued
sections 401(a)(11) and 417. In accordandenit under section 411(a)(11). Specifi-benefit using a cash-out limit of $5,000,
with section 417(e)(1), the proposed reguzally, conforming amendments are madeith respect to benefits accrued before the
lations provide that, in the case of planto the following sections: §§1.401(a)-2Gamendment was adopted and effective.
subject to sections 401(a)(11) and 41 Q&A-8(d); 1.401(a)-20 Q&A-24; Such an amendment is permitted even if
consent is required after the annuity start.401(a)(4)-4(b)(2)(ii)(C); 1.401(a)(26)—the plan, prior to amendment, did not per-
ing date for the immediate distribution of4(d)(2); 1.401(a)(26)-6(c)(4); 1.411(a)-mit involuntary distributions (as well as if
the present value of the accrued benefitl(b); 1.411(a)-11(c)(7); 1.411(d)—4the plan permitted involuntary distribu-
being distributed in any form, including aQ&A-2(b)(2)(v); 1.411(d)-4 Q&A-4(a); tions if the present value of the partici-
qualified joint and survivor annuity or al.417(e)-1(b)(2)(i); and 31.3121(b)(7)—pant’s benefit did not exceed the prior

qualified preretirement survivor annuity,2(d)(2)(i). cash-out limit of $3,500). Such an amend-
regardless of the amount of that present . ment will not violate the anti-cutback
value. Where only a portion of an accrueff- valuation Rules rules of section 411(d)(6).

benefit is being distributed, this provision S€ction 417(e)(3) prescribes rules and _ _
applies only to that portion (and not to th&lefinitions for determining the presentH. Remedial Amendment Period

portion with respect to which no distribu-‘{alue of an accrued benefit under a de- Rgv. Proc. 98_—14 (1998-4 I.R.B. 22) at
tions are being made). fined benefit plan for purposes of sectionsection 4 provides the remedial amend-
417 and 411(a)(11)(A). (In the case of anent period for certain plan amendments
D. Disregard of Certain Past Service defined contribution plan, the presenmade pursuant to TRA'97. A plan may be
Section 411(a)(7)(B)(i) provides that,value of the accrued benefit is the value cimended retroactively to implement the
for purposes of determining the emthe account balance.) The present value fcrease in the cash-out limit to $5,000 in
ployee’s accrued benefit under the plarg participant’s accrued benefit for pur-accordance with section 4 of the revenue
the plan may disregard service performeposes of the cash-out limit is determinegrocedure.
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Special Analyses Kok oK ok 1999, through December 18, 2001. For

. ) . o plan years beginning before March 22,
It has been determined that this Trea®* (For distributions made on or after 1999, see §1.411(a)-7(d)(4)(i). However,

sury decision is not a significant regulaMarch 22, 1999, see 81.411(a)-7T.)

tory action as defined in EO 12866. ook ok ok graphs (d)(4)(i) and (vi) of this section to
Therefore, a regulatory assessment is not plan years beginning on or after August 6,
required. It also has been determined that p,, 3 section 1.411(a)-7T is added t©997

section 553(b) of the Administrative Prooa4 as follows: (d)(5) and (60 [Reserved]. For further

cedure Act (5 U.S.C. chapter 5) does not .
: _ . guidance, see 8§1.411(a)-7(d)(5) and (6).
apply to these regulations, and becausi.411(a)-7T Definitions and special Par. 4. Section 1.411(a)-11 is amended

the regulations does not impose a collecules (temporary). by adding a sentence at the end of para-

tion of information on small entities, the .
Regulatory Flexibility Act (5 U.s.c. (@ through (d)(3) [Reserved]. For fur-graph (c)(3) to read as follows:

chapter 6) does not apply. Pursuant to se er guidance, see §1.411(a)-7(a) throu%}mll(a)—ll Restriction and valuation of

tion 7805(f) of the Internal Revenue d)(3). distributions.

Code, these regulations will be submitted (4)(4) Certain cash-outs of accrued
to the Chief Counsel for Advocacy of the?€nefits—(1) Involuntary cash-outstor oeowo

Small Business Administration for com-PUrPoses of determining an employee’s (c) < S
ment on their impact on small business. "'9Nt to an accrued benefit derived from (3) $3,500.+** (For distributions made
employer contributions under a plan, thn or after March 22, 1999, see

Drafting Information plan may disregard service performed b§1_411(a)_11-|-_)

. the employee with respect to which— Par. 5. Section 1.411(a)-11T is added
_ The principal author of these regula- (a) The employee receives a distributg read as follows:
tions is Michael J. Karlan, Office of thetjon of the present value of his entire non-
Associate Chief Counsel (Employee Benfofejtable benefit at the time of the distri-§1.411(a)-11T Restriction and valuation
efits and Exempt Organizations). How+tion: of distributions (temporary).
ever, other personnel from the IRS and (B) The requirements of section

Treasury Department participated in theig11(a)(11) are satisfied at the time of the (@) and (b) [Reserved]. For further

an employer is permitted to apply para-

development. distribution: guidance, see §1.411(a)—1;(a) and (b).
% % % % (C) The distribution is made due to the (€) €onsent, etc. requiremenig(1)
termination of the employee’s participa—Ge_'neral rule.[Reserved]. For further
Adoption of Amendment to the tion in the plan; and guidance, see §1.411(a)-11(c)(1).

Regulations (D) The plan has a repayment provision (2) Consent.[Reserved]. For further

which satisfies the requirements ofuidance, see §1.411(a)-11(c)(2).
Accordingly 26 CFR parts 1 and 31 arey1 411(a)-7(d)(4)(iv) in effect at the time (3) Cash-out limit.(i) Written consent

amended as follows: of the distribution. of the participant is required before the
. (d)(4)(ii) through (v) [Reserved]. For commencement of the dlstr|b'ut'|on of any
PART 1—INCOME TAXES further guidance, see §1.411(a)-7(d)Portion of an accrued ben_eflt if the pre-
Paragraph 1. The authority citation foi(4)(ii) through (v). sent value of the nonforfeitable total ac-
part 1 is amended by adding an entry for (vi) For purposes of paragraph (d)(4)(ifrued benefit is greater than the cash-out
§1.411(a)-7T and revising the entry foof this section, a distribution shall belimit in effect under paragraph (c)(3)(ii)

§1.411(d)—4 to read as follows: deemed to be made due to the terminati¢ff this section on the date the d|s-tr|but|on
Authority: 26 U.S.C. 7805*** of an employee’s participation in the plarffOmmences. Th_e consent requirements
§1.411(a)-7T also issued under 2# it is made no later than the close of th@re deemed satisfied if such value does

U.S.C. 411(a)(7)(B)(i). second plan year following the plan yeaRot exceed the cash-out limit, and the plan
§1.411(d)—4 also issued under 261 which such termination occurs, or ifmay distribute such portion to the partici-

U.S.C. 411(d)(6).*** such distribution would have been mad@ant as a single sum. Present value for

Par. 2. Section 1.411(a)-7 is amendednder the plan by the close of such secoritiis purpose must be determined in the
by adding a sentence at the end of thian year but for the fact that the preser@ame manner as under section 417(e); see
concluding text of paragraph (d)(4)(i) tovalue of the nonforfeitable accrued bene81.417(e)-1(d). If a participant has begun

read as follows: fit then exceeded the cash-out limit in efto receive distributions pursuant to an op-
fect under 81.411(a)-11T(c)(3)(ii). Fortional form of benefit under which at least

§1.411(a)-7 Definitions and special purposes of determining the entire nonene scheduled periodic distribution ha

rules. forfeitable benefit, the plan may disregarénot yet been made, and if the present
r x x * % service after the distribution, as illustratedralue of the participant’s nonforfeitable

in 81.411(a)-7(d)(2)(i). accrued benefit, determined at the time of
(d) *** (vii) Effective date.Paragraphs the first distribution under that optional
(4) Certain cash-outs of accrued bendd)(4)(i) and (vi) of this section apply toform of benefit, exceeded the cash-out
fits. (i) *** distributions made on or after March 22[imit currently in effect under paragraph
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(c)(3)(ii) of this section, then the presenthat time, the participant’s accrued benefiions made on or after March 22, 1999
value of the participant’s nonforfeitableexceeded the cash-out limit currently ithrough December 18, 2001. For plan
accrued benefit is deemed to continue teffect, the present value of the particiyears beginning before March 22, 1999,
exceed the cash-out limit. Thus, for exampant’s accrued benefit is deemed to corsee §1.11(a)-11(c)(3). However, an em-
ple, if the present value of a participant'dinue to exceed the cash-out limit and may|oyer is permitted to apply paragraph
accrued benefit does not exceed the castiet be distributed without the partici-(c)(3)ii) of this section to plan years be-
out limit on the date of a distribution afterpant’s consent. ginning on or after August 6, 1997.
termination of employment but did, at the (ii) The cash-out limit in effect for a (c)(4) through (e) [Reserved]. For fur-
time of an earlier in-service hardshipdate is the amount described in sectiog, guidance, see §1.411(a)-11(c)(4)
withdrawal, exceed the cash-out limit ir411(a)(11)(A) for the plan year that in—through ©).

effect on the date of the post-terminatiorludes that date. The cash-out limit in ef-

distribution, the plan is permitted to disfect for dates in plan years beginning oPARTS 1 AND 31—[AMENDED]

tribute the present value of the particior after August 6, 1997, is $5,000. The

pant's accrued benefit on the date of theash-out limit in effect for dates in plan Par. 6. In the table below, for each sec-
post-termination distribution without heyears beginning before August 6, 1997, ion indicated in the left column, remove
participant’s consent. However, if a par$3,500. the language in the middle column and
ticipant began to receive scheduled in- (iii) Effective dateParagraphs (c)(3)(i) add the language in the right column:
stallment payments under a plan and, aind (ii) of this section apply to distribu-

Section Remove Add

1.401(a)-20, Q&A-8, $3,500 the cash-out limit in effect
paragraph (d), first sentence under 81.411(a)-11T(c)(3)(ii)
1.401(a)-20, Q&A-24, $3,500 the cash-out limit in effect
paragraph (a)(1), fourth under 81.411(a)-11T(c)(3)(ii)
sentence

1.401(a)(4)-4, paragraph $3,500 the cash-out limit in effect
(b)(2)(i)(C) under 81.411(a)-11T(c)(3)(ii)
1.401(a)(26)—4, paragraph $3,500 the cash-out limit in effect
(d)(2), last sentence under 81.411(a)-11T(c)(3)(ii)
1.401(a)(26)—6, paragraph $3,500 the cash-out limit in effect
(c)(4), first sentence under 81.411(a)-11T(c)(3)(ii)
1.411(a)-11, paragraph (b), $3,500 the cash-out limit in effect
first sentence under 81.411(a)-11T(c)(3)(ii)
1.411(a)-11, paragraph $3,500 the cash-out limit in effect
(c)(7), third sentence under §1.411(a)-11T(c)(3)(ii)
1.411(d)-4, Q&A-2, paragraph $3,500 the cash-out limit in effect
(b)(2)(v), second, third, and under 81.411(a)-11T(c)(3)(ii)
fourth sentences

1.411(d)-4, Q&A-2, paragraph $1,750 $3,500

(b)(2)(v), second sentence

1.411(d)-4, Q&A-4, paragraph $3,500 the cash-out limit in effect
(a), eighth sentence under §1.411(a)-11T(c)(3)(ii)
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1.411(d)-4, Q&A-4, paragraph 81.401(a)-4 Q&A-4 81.401(a)(4)-4(b)(2)(ii)(C)
(a), last sentence in the
parenthetical

1.417(e)-1, paragraph $3,500 the cash-out limit in effect
(b)(2)(i), first, fourth, and fifth under 81.411(a)-11T(c)(3)(ii)
sentences

31.3121(b)(7)-2, paragraph $3,500 the cash-out limit in effect
(d)(2)(i), last sentence under 81.411(a)-11T(c)(3)(ii)

of this chapter

David A. Mader, in the rate of future benefit accrual, tchours, depending on individual circum-
Acting Deputy Commissionerparticipants in the plan and certain othestances, with an estimated average of 5

of Internal Revenue. parties. hours.
Estimated number of respondents:

Approved November 18, 1998. DATES: Effective Date:.December 14, 3,000.
1998 Estimated annual frequency of re-

Donald C. Lubick,  Applicability Dates:For dates of ap- sponses: Once.
Assistant Secretary of plicability of these regulations, see Effec- comments concerning the accuracy of
the Treasury. tive Dates under Supplementary Informagis hurden estimate and suggestions for

tion. i i
(Filed by the Office of the Federal Register on De- reducing this burden should be sent to the

cember 18, 1998, 8:45 a.m., and published in t Internal Revenue Service Attn: IRS
OR FURTHER INFORMATION CON- Clearance Officer, OP:FS:FP, Washing-

issue of the Federal Register for December 21, 199

63 F.R. 70335) TACT: Diane S. Bloom at(202)622-6214

or Christine L. Keller at (202)622-6090""" D€ 20224, and to ti@fice of Man-
agement and BudgetAttn: Desk Officer
(not toll-free numbers).

for the Department of the Treasury, Office

26 CFR 1.411(d)-6: Section 204(h) notice. SUPPLEMENTARY INFORMATION: of Information and Regulatory Affairs,

Washington, DC 20503.
T.D. 8795 Paperwork Reduction Act Books or records relating to a collec-
DEPARTMENT OF THE TREASURY The collection of information containedtion of info_rmation must be retained as
Internal Revenue Service in these final regulations has been relpng as their cc_)n_tents_may become mater-
26 CFR Parts 1 and 602 viewed and approved by the Office 0]gal in the administration of any internal

, revenue law. Generally, tax returns and
Management and Budget in accordance Y

Notice of Significant Reduction . . tax return information are confidential, as
with the Paperwork Reduction Act Ofrequired by 26 U.S.C. 6103.

in the Rate of Future Benefit 1995 (44 U.S.C. 3705(d)) under the con-
Accrual trol number 1545-1477. The collection oBackground
information in these final regulations is in
§1.411(d)-6. Responses to this collection On December 12, 1995, temporary reg-
of information are required in order to obulations (T.D. 8631, 1996-1 C.B. 54),
ACTION: Final regulations. tain a benefit. Specifically, this informa-under section 411 of the Internal Revenue
tion is required for a taxpayer who want§&ode, 26 U.S.C. 411, were filed, provid-
SUMMARY: This document containsto amend a qualified plan to significantlying guidance on section 204(h) of the Em-
final regulations that provide guidance omeduce the rate of future benefit accruaployee Retirement Income Security Act of
the requirements of section 204(h) of th&his information will be used to notify 1974, as amended (ERISA), 29 U.S.C.
Employee Retirement Income Securityarticipants, alternate payees and eni054(h). The temporary regulations were
Act of 1974, as amended (ERISA), relatployee organizations of the amendment. published in thé-ederal Registeron De-
ing to defined benefit plans and to indi- An agency may not conduct or sponsogember 15, 1995 (60 F.R. 64320). A no-
vidual account plans that are subject tand a person is not required to respond ttice of proposed rulemaking (EE-34-95,
the funding standards of section 302 o4 collection of information unless it dis-1996-1 C.B. 761), cross-referencing the
ERISA. It requires the plan administratoplays a valid control number. temporary regulations, was published in
to give notice of plan amendments, The estimated average burden pehe Federal Register(60 F.R. 64401) on
which provide for a significant reductionrecordkeeper varies from 1 hour to 4@he same day.

AGENCY: Internal Revenue Service
(IRS), Treasury.
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After consideration of the commentsng and disclosure requirements undealternate payees who did not receive no-
received regarding the proposed regulditle | of ERISA, such as the requirementice in accordance with section 204(h).
tions, the temporary regulations are reto provide a summary of material modifi- At the suggestion of commentators, the
placed and the proposed regulations acations. See sections 102(a) and 104(&ipal regulations also address the applica-
adopted as revised by this Treasury deodf ERISA, 29 U.S.C. 1022 and 1024, andion of section 204(h) to a sale of a busi-
sion. the regulations thereunder for guidancaess, as well as its application to plan

Section 204(h) was added to ERISA byn when a summary of material modificamergers and transfers of plan assets anc
section 11006(a) of the Single-Employetions must be provided. Section 204(hjiabilities. The final regulations add ex-
Pension Plan Amendments Act of 198®otice must be provided at least 15 daysmples that apply the general principles
(Title XI of Public Law 99-272), and was before the effective date of an amendmemistablished under the regulations to typi-
amended by section 1879(u)(1) of the Tagignificantly reducing the rate of futurecal sales and merger transactions. In re-
Reform Act of 1986, Public Law 99-514.benefit accrual, even though a summargponse to one commentator, an example
Pursuant to section 101(a) of the Reorgaf material modifications describing thehas been added to illustrate that a plan
nization Plan No. 4 of 1978, 29 U.S.Camendment is provided at a later date. merger can require notice under section
1001nt, the Secretary of the Treasury has 204(h).
authority to issue regulations under part§ummary of Comments In response to requests by commenta-
2 and 3 of subtitle B of fitle | of ERISA  commentators generally supported thiors for additional guidance on the me-
(including section 204 of ERISA). Underyagic ryles in the proposed and temporafftanics of providing section 204(h) no-
section 104 of Reorganization Plan No. 4 jations, and the final regulations aréice, Q&A-11 has been added providing
the Secretary of Labor retains enforcespstantially similar to the proposed andules that can be relied on to calculate the
ment authority with respect to parts 2 angbmnorary regulations.  However, a numl5-day notice period. These rules provide
3 of subtitle B of title | of ERISA, but, in e of clarifications have been made in rethat when section 204(h) notice is deliv-
exercising such authority, is bound by thg,onse to comments. ered by first class mail, the notice is con-
regulations issued by the Secretary of the g, example, changes have been magidered given as of the date of the United
Treasury. in the rules for cases in which there haStates postmark stamped on the cover in

In addition to the proposed and tempopeen 4 fajlure to notify all affected partici-which the document is mailed.
rary regulations, prior guidance relating,,nis in accordance with section 204(h). Commentators also suggested that the
to the requirements of section 204(h) haphe proposed and temporary regulationgiles under the temporary regulations
been provided in Rev. Proc. 94-13 (19945, ided in Q&A-12 that if a plan admin-concerning plan terminations needed to
1 C.B. 566), Notice 90-73 (1990-2 C.Bigirator fajls to notify more than a de minbe expanded. The final regulations con-
353), Notice 89-92 (1989-2 C.B. 410)inis percentage of affected participantdain an example illustrating the applica-
Rev. Proc. 89-65 (1989-2 C.B. 786), Noghe plan administrator is considered tdion of section 204(h) to certain specific
tice 88-131 (1988-2 C.B. 546), and NOpgye complied with section 204(h) onlysituations that arise when a defined bene-
tice 87-21 (1987-1 C.B. 458). with respect to those participants whdit plan cannot be terminated on a pro-
were provided with section 204(h) noticeposed termination date because there is &
In response to comments, the final reguldailure to satisfy all of the requirements of

Section 204(h) applies if a defined bentions have added a requirement that tHétle IV of ERISA for terminating the
efit plan or a money purchase pension grlan administrator have acted in goodlan. The example provides, in part, that
other individual account plan that is subfaith in order for this relief to apply. Thus,if all of the requirements of title IV are
ject to the funding standards of sectiomhere there is an intentional failure to givénot satisfied accruals will still cease if an
302 of ERISAis amended to provide for aection 204(h) notice, the amendment wikmendment has been adopted that cease
significant reduction in the rate of futurenot be effective as to any participant. ~ accruals as of a specified date and section
benefit accrual. It requires the plan ad- In addition, the final regulations pro-204(h) notice of that amendment, includ-
ministrator to give written notice of thevide that the basic rule in Q&A-13 of theing a statement of its effective date, is
amendment to participants in the plan, téinal regulations (that the amendment wilgiven. Apart from this clarification, the
alternate payees, and to employee orgamiot be effective with respect to partici-rule under the temporary regulations con-
zations representing participants in theants or alternate payees who did not reerning terminations under title 1V re-
plan (or to a person designated, in writingzeive section 204(h) notice) applies unmains unchanged.
to receive the notice on behalf of a partidess the number of participants who were The final regulations, like the proposed
ipant, alternate payee, or employee orgaot provided with section 204(h) notice isand temporary regulations, interpret sec-
nization). The notice must set forth thele minimisand certain other conditionstion 204(h) as applying with respect to
plan amendment and its effective date andescribed in Q&A-14 of the final regula-changes that affect the annual benefit
must be provided after adoption of theions) are satisfied. Thus, the regulationsommencing at normal retirement age.
amendment and not less than 15 days belarify that, except for the limited circum-The statutory phrase “rate of future bene-
fore the effective date of the amendmentstances set forth in Q&A-14 of the finalfit accrual” implies, on its face, that sec-

A plan amendment that is subject to theegulations relating to certaole minimis tion 204(h) is limited to changes in the
notice requirements of section 204(hjailures to notify, the amendment will notaccrued benefit. Nonetheless, one com-
may also be subject to additional reportbe effective with respect to participants omentator suggested that the temporary

Explanation of Provisions

1999-7 I|.R.B. 9 February 16, 1999



regulations be changed to require sectidaffective Dates Section 1.411(d)-6 is issued under Re-
204(h) notice when defined benefit plans organization Plan No. 4 of 1978, 29

are amended to significantly reduce or 1N€ final regulations apply to amendy, g ¢ 1001nt, * * *

eliminate early retirement subsidies or Opr_nents adopted on or after December 12,

tional forms of benefit. Most commenta-L+998- The final regulations provide thag1.411(d)-6T [Removed]

tors, however, generally supported thg_ﬁe rules set forth in th_e temporary regqla— ) ] ]
basic standard %f the rggulari?ons undéfens apply to determine whether section Par. 2. Section 1.411{d)-6T Is re

204(h) and the final regulations are satignoved.

hich a reduction in the rate of future ) i 6 i
ol uetion 1 Y fied with respect to an amendment that is Par. 3. Section 1.411(d)-6 is added to

benefit accrual depends on whether th ) ad as follows:
amendment affects the annual benefidopted before the effective date of thE®

commencing at normal retirement ageInal regulations (and on or after the efgy 419(q)-6 Section 204(h) notice.

Some commentators also noted that thfgctlve date of the temporary regulations).

approach in the proposed and temporagpecial Analyses
regulations would ease plan administra-
tion. Accordingly, the final regulations

Q-1: What are the requirements of sec-
tion 204(h) of the Employee Retirement

It has been determined that this Tred'cOMe Security Act of 1974, as amended

retain the rule of the proposed and temp@Ury decision is not a significant fegUbEE'?A)(ZQ UF'QS'C .1054(h)1? ¢ secti
rary regulations that, for purposes of sedory action as defined in EO 12866, '* (a) Requirements of section
tion 204(h), an amendment to a definedherefore, a regulatory assessment is ngP4(n). Section 204(h) of ERISA ("sec-

benefit plan affects the rate of future ben€quired. It also has been determined thipn 204(h)") generally requires written

efit accrual only if it is reasonably ex-Section 553(b) of the Administrative proJotice of an amendment to certain plans

pected to change the amount of the futueedure Act (5 U.S.C. chapter 5) does ndhat provides for a significant reduction.in
annual benefit commencing at normal re@PPly to these regulations and because tﬂ%e4rﬁte of futu”re benefit afhcrual.t_ Setctlcl;n
tirement age. notice of proposed rulemaking precedingC4(n) generally requires the notice to be

The final regulations clarify that thethe regulations was issued prior to MarcRrovided to plan participants, alternate
term “annual benefit commencing at nor29: 1996, the Regulatory Flexibility Act payees, and employee organizations. The
lan administrator must provide the no-

: " : . od5 U.S.C. chapter 6) does not apply t&
mal retirement age” refers, in a defined p ) pply ice after adoption of the plan amendment

benefit plan, to the benefit payable in th&1€se regulations, and, therefore, a Regll
form in?/vhich the terms ofpthi plan ex-atory Flexibility Analysis is not required. and not less than 15 days before the effec-

press the accrued benefit. In the case of AlrSuant to section 7805(f) of the Internd{Ve date of the plan amendment,

defined benefit plan that does not expreggevenue Code, the notice of propOSedr(E’/? iortlherfrllo\}\ilcri reqruireir:]e?rt]s?th?tr .
the accrued benefit as an annual benefid/emaking preceding these regulation8TovISIons OF ' ay Teduire i’ eera
: parties be notified of a plan amendment.

the final regulations provide that the ternjvas submitted to the Chief Counsel fOSee, for example, sections 102 and 104 of

“ . . dvocacy of the Small Business Admin-
annual benefit commencing at normaf® y ERISA, and the regulations thereunder,

: " -Istration for comment on their impact on
retirement age” refers to the beneflfsma" bUSINESS P for requirements relating to summary plan

payable in the form of a single life annu- descriptions and summaries of material
ity commencing at normal retirement aggyrafting Information modifications.
that is the actuarial equivalent of the ac- Q-2: To which plans does section

crued benefit expressed under the terms The principal author of these regula)o4(h) apply?

of the plan under the principles of sectiofions is Christine L. Keller. However, a5 Section 204(h) applies to defined
411(c)(3) (relating to actuarial adjust-other personnel from the IRS and Tregsgnefit plans that are subject to part 2 of
ments to determine an employee’s acsury Department participated in their degptitle B of title | of ERISA and to indi-

crued benefit). velopment. vidual account plans that are subject to
Some commentators also suggested . ox % % % both such part 2 and the funding standards
that certain bright-line standards be estab- of section 302 of ERISA. Accordingly, in-
lished for some of the rules, includingadoption of Amendments to the dividual account plans that are not subject
how to determine whether an amendmemegulations to the funding standards of section 302,
results in a significant reduction and what ) such as profit-sharing and stock bonus
constitutes ale minimispercentage of ~Accordingly, 26 CFR parts 1 and 602,3ns; are not subject to section 204(h).
participants for purposes of the rules re’€ amended as follows: Q-3: What is “section 204(h) notice”?
Iatin_g_to failure to provide notice to all PART 1—INCOME TAXES A-3: “Sgction_ 204(h)_ notice” is notice
participants and alternate payees. Be- that complies with section 204(h)and the

cause the wide variety of potential facts Par. 1. The authority citation for part Irules in this section.

and circumstances make it difficult tois amended by removing the entry for Q-4: For which amendments is section
adopt clear standards that are appropriagl.411(d)—6T and by adding an entry ir204(h) notice required?

in all circumstances, the final regulationsiumerical order to read as follows: A-4: (a)In general. Section 204(h)
do not include such bright-line standards. Authority: 26 U.S.C. 7805 *** notice is required for an amendment to a
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plan described in Q&A-2 of this sectionbenefit accrual is determined without refit provisions; the formula for determin-
that provides for a significant reduction ingard to optional forms of benefit (othering the amount of contributions and for-
the rate of future benefit accrual. than the annual benefit described in pardeitures allocated to participants’ accounts
(b) Delegation of authority to Commis-graph (a) of this Q&A-5), early retirementin an individual account plan; and the ac-
sioner. The Commissioner of Internal benefits, or retirement-type subsidiestuarial assumptions used to determine
Revenue may provide through publicationvithin the meaning of such terms as usecbntributions under a target benefit plan
in the Internal Revenue Bulletin of rev-in section 411(d)(6) of the Code (sectiorfas defined in §1.401(a)(4)-8(b)(3)(i)).
enue rulings, notices, or other document04(g) of ERISA). The rate of future (b) Plan provisions not taken into ac-
(see 8601.601(d)(2) of this chapter) thabenefit accrual is also determined withoutount. Plan provisions that do not affect
section 204(h) notice need not be proregard to ancillary benefits and othethe rate of future benefit accrual of partic-
vided for plan amendments otherwise dedights or features as defined in §1.401(ajpants or alternate payees are not taken

scribed in paragraph (a) of this Q&A-4(4)-4(e). into account in determining whether there
that the Commissioner determines to be (c) Examples. These examples illus- has been a reduction in the rate of future
necessary or appropriate, as a result ¢fte the rules in this Q&A-5: benefit accrual. For example, provisions
changes in the law, to maintain compli- such as vesting schedules or optional

. . Example 1A plan is amended with respect to fu- .
ance with the requirements of the Intern%re benefit accruals to eliminate a right to comforms of benefit (other than the annual

Revenu_e COd_e of 1986’ as amendegencement of a benefit prior to normal retiremenP€nefit described in Q&A-5(a) of this sec-
(Code) (including requirements for taxage. Because the amendment does not change ti@n) are not taken into account.
qualification), ERISA, or other applicableannugl benefit commencing at normal retirement (c) Examples. The following example
federal law. age, it does not reduce the rate of future benefit agy ;strates the rules in this Q&A-6:

Q-5: What is an amendment that af(_:rual for purposes of_section 204(h). _
Example 2A plan is amended to modify the ac-  Example A defined benefit plan provides a nor-

fects the rate of ,fUture benefit accrual f0faria) factors used in converting an annuity form ofna| retirement benefit equal to 50% of final average
purposes of section 204(h)? distribution to a single sum form of distribution. compensation times a fraction (not in excess of one),
A-5: (a) In generat—(1) Defined bene- The use of these modified assumptions results intee numerator of which equals the number of years
fit plans. For purposes of section 204(h)ower single sum. Because the amendment does gt participation in the plan and the denominator of
an amerciment 1 3 Gened Dot D o ot s s et T o
affects the rate of future benefit aCCrualeneit accrual for purposes of section 204(h).  taken into account in determining whether there has
only if it is reasonably expected to change . been a reduction in the rate of future benefit accrual.
the amount of the future annual benefit Q-6: What plan provisions are taken
commencing at normal retirement ageinto account in determining whether there Q-7: What is the basic principle used in
For this purpose, the annual benefit conhas been a reduction in the rate of futuréetermining whether an amendment pro-
mencing at normal retirement age is thbenefit accrual? vides for a significant reduction in the rate
benefit payable in the form in which the A-6: (a)Plan provisions taken into ac- of future benefit accrual for purposes of
terms of the plan express the accrued begeunt. All plan provisions that may affect section 204(h)?
efit (or, in the case of a plan in which théhe rate of future benefit accrual of partic- A-7: Whether an amendment provides
accrued benefit is not expressed in thigants or alternate payees must be takdar a significant reduction in the rate of
form of an annual benefit commencing ainto account in determining whether arfuture benefit accrual for purposes of sec-
normal retirement age, the benefit payamendment provides for a significant retion 204(h) is determined based on rea-
able in the form of a single life annuityduction in the rate of future benefit acsonable expectations taking into account
commencing at normal retirement agerual. Such provisions include, for examthe relevant facts and circumstances at the
that is the actuarial equivalent of the acple, the dollar amount or percentage dime the amendment is adopted. For a de-
crued benefit expressed under the ternt®mpensation on which benefit accrualined benefit plan this is done by compar-
of the plan, as determined in accordancare based; in the case of a plan using peng the amount of the annual benefit com-
with the principles of section 411(c)(3) ofmitted disparity under section 401(l) ofmencing at normal retirement age as
the Code). the Code, the amount of disparity bedetermined under Q&A-5(a)(1) under the
(2) Individual account plans.For pur- tween the excess benefit percentage or eberms of the plan as amended, with the
poses of section 204(h), an amendment t@ss contribution percentage and the baaenount of the annual benefit commencing
an individual account plan affects the ratbenefit percentage or base contributioat normal retirement age as determined
of future benefit accrual only if it is rea-percentage (all as defined in sectiomnder Q&A-5(a)(1) under the terms of the
sonably expected to change the amound®1(l)); the definition of service or com-plan prior to amendment. For an individ-
allocated in the future to participants’ acpensation taken into account in determindal account plan, this is done in accor-
counts. Changes in the investments or inRg an employee’s benefit accrual; thelance with Q&A-5(a)(2) by comparing
vestment options under an individual acmethod of determining average comperthe amounts to be allocated in the future
count plan are not taken into account fosation for calculating benefit accruals; théo participants’ accounts under the terms
this purpose. definition of normal retirement age in aof the plan as amended, with the amounts
(b) Determination of rate of future ben-defined benefit plan; the exclusion of curto be allocated in the future to partici-
efit accrual. In accordance with para-rent participants from future participation;pants’ accounts under the terms of the
graph (a) of this Q&A-5, the rate of futurebenefit offset provisions; minimum bene-lan prior to amendment.
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Q-8: Are employees who have not yethe former spouse begins receiving retirement bengstrator such as the employer or plan
become participants in a plan at the tim@s under the plan. The alternate payees in the segq;stee) may use any method reasonably
an amendment to the plan is adopted@ 9/ouP are entitied to a certain percentage of poiy - ated to ensure actual receipt of the

. . . . _tion of the former spouse’s accrued benefit, and fof ~ . . . .
taken into account in applying sectionis purpose the accrued benefit was determined 88Ction 204(h) notice. First class mail to
204(h) with respect to the amendment? the time the qualified domestic relations order wathe last known address of the party is an

A-8: No. Employees who have not yetssued by the court. It is reasonable to expect thaicceptable delivery method. Likewise,
become participants in a plan at the timi€ benefits to be received by the second group of grand delivery is acceptable. Section
an amendment to the plan is adopted at(regrga}t;ggesso‘g'stgo:;g if?j:ﬁ?ebg'ei';‘f’itr:iléfgg?o4(h) notice may be enclosed with or
not taken into account in applying sectiofccordingly, the plan administrator is not required®@mbined with other notice provided by
204(h) with respect to the amendmento provide section 204(h) notice to the alternate pajthe employer or plan administrator. For
Thus, if section 204(h) notice is requireckes in the second group. example, a notice of intent to terminate
with respect to an amendment, the plan Fxample 3.Plan B covers hourly employees andnder title IV of ERISA or a notice to in-

. . . _salaried employees. Plan B provides the same rat . P
administrator need not provide sectiofl;', . a0 both groups. The employg‘érested parties of the application for a de-

204(h) notice to such employees. amends Plan B to reduce significantly the rate of fl€rMination letter may also serve as sec-
Q-9: If section 204(h) notice is re-ture benefit accrual of the salaried employees onijion 204(h) notice if it otherwise meets

quired with respect to an amendmen#t that time, it is reasonable to expect that only #he requirements of this section.

must such notice be provided to particisMa!l percentage of hourly employees will become 312 How may the 15-day notice re-

salaried in the future. Accordingly, the plan admin-_ . e
pants or alternate payees whose rate of fii g, e p quirement be satisfied?

. - trator is not required to provide section 204(h) no .
ture benefit accrual is not reduced by thge to the participants who are currently hourly em- A-12: (@) Generally. A section 204(h)
amendment? ployees. notice is deemed to have been provided at
A-9: (a)ln general.Aplan administra- ~ Example 4.Plan C covers employees in Division|east 15 days before the effective date of
tor need not provide section 204(h) notic%ﬂ and employees in Division N. Plan C provideshe gmendment if it has been provided by

.. e same rate of benefit accrual for both groups. TIL
to any participant whose rate of futureemployer amends Plan C to reduce significantly th %e end of the 15th day before the effec-

benefit accrual is reasonably expected n@lte of future benefit accrual of employees in Divi_t!ve date. When noticc_a is_deliver_ed by
to be reduced by the amendment, nor tgon M. At that time, it is reasonable to expect thafirst class mail, the notice is considered
any alternate payee under an applicabl@ the future only a small percentage of employeegrovided as of the date of the United

qualified domestic relations order whosd! PVision N will be transferred to Division M. Ac- Giates postmark stamped on the cover in
cordingly, the plan administrator is not required to_, . . .
hich the document is mailed.

rate of future benefit accrual is reasonablEfrovide section 204(h) notice to the participants thv .

expected not to be reduced by the amengre employees in Division N. (b) Example. The following example
ment. A plan administrator need not pro- Example 5.The facts are the same facts aEin  illustrates the provisions of this Q&A-12:
vide section 204(h) notice to an emp|oyeémple 4,except that at the time the amendment is

- dopted, it is expected that soon thereafter Division Example. Plan Ais amended to reduce signifi-
organization unless the employee organf; will be merged into Division M in connection with cantly the rate of future benefit accruals effective

zation represents a participant to whory corporate reorganization (and the employees in DRecember 1, 1999. The plan administrator causes

section 204(h) notice is required to beision N will become subject to the plan’s amendegection 204(h) notice to be mailed to all affected par-

provided. benefit formula applicable to the employees in Divificipants. The mailing is postmarked November 16,
(b Facts and circumstances testsiz ) In e e i o, Fo o o S

s ovide section notice to the participants wil

Whether a_part|C|pant or altemat.e payee ggre employees in ngi)sion M and topthe pgrticipant§ff90“Ve date of the plan amendment.

described in paragraph (a) of this Q&A-9n0 are employees in Division N. o _

is determined based on all relevant facts Q-13: If a plan administrator fails to

and circumstances at the time the amend-Q-10: Does a notice fail to comply withprovide section 204(h) notice to some

ment is adopted. section 204(h) if it contains a summary oparticipants or alternate payees, will the
(c) Examples.The following examples the amendment and the effective datglan administrator be considered to have

illustrate the rules in this Q&A-9: without the text of the amendment itself? complied with section 204(h) with respect

A-10: No, the notice does not fail toto participants and alternate payees who

Example 1Plan Ais amended to reduce Signifi'%:omply with section 204(h) merely be-were provided with section 204(h) notice?

cantly the rate of future benefit accrual of all curren

employees who are participants in the plan. It is re&:2US€ the notice contains a summary of A-13: The plan administrator will be

sonable to expect based on the facts and circurfl€ amendment, rather than the text of theonsidered to have complied with section
stances that the amendment will not reduce the ragmendment, if the summary is written in 204(h) with respect to a participant to
of future benefit accrual of former employees whananner calculated to be understood by thehom section 204(h) notice is required to
are currently receiving benefits or that of former emyy a6 plan participant and contains thee provided if the participant and any em-
ployees who are entitled to vested benefits. Accord- . . .

effective date. The summary need not exployee organization representing the par-

ingly, the plan administrator is not required to pro-~ " o . L . . .
vide section 204(h) notice to such formerPlain how the individual benefit of eachticipant were provided with section

employees. participant or alternate payee will be af204(h) notice, and if the plan administra-
Example 2.The facts are the same asixample  fected by the amendment. tor has made a good faith effort to comply
1 except that Plan A also covers two groups of alter- 3_19: How may section 204(h) noticewith the requirements of section 204(h).

nate payees. The alternate payees in the first gro . s . . .
are entitled to a certain percentage or portion of thtéoe provided? . . . The plan adm!nlsne,‘tor W'”, be C0n5|der_8d
former spouse’s accrued benefit, and for this pur- A-11: A plan administrator (including ato have complied with section 204(h) with

pose the accrued benefit is determined at the tinf2erson acting on behalf of the plan admirrespect to an alternate payee to whom sec-
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tion 204(h) notice is required to be pro- Example 1Corporation Q maintains Plan A, a  A-16: (a) General rule—(1) Rule. An
vided if the alternate payee was providegefined benefit plan that covers all employees ofmendment providing for the cessation of

. . . . Corporation Q, including employees in its Division . .
with section 204(h) notice, and if the plan, "5, A provides that participating employeesbeneflt accruals on a specified future date

administrator made a good faith effort tQease to accrue benefits when they cease to be ¢af?d for the termination of a plan is subject
comply with the requirements of sectiorployees of Corporation Q. On January 1, 2000, Cot0 section 204(h).

204(h). If these conditions are satisfiedoration Q sells all of the assets of Division M to  (2) Example. The following example
the amendment will become effective irf0/Peration R. Corporation R maintains Plan Bijjystrates the rule of paragraph (a)(1) of

- . which covers all of the employees of Corporation Ry\BP 1a-
accordance with its terms with respect ®nder the sale agreement, employees of Division Is Q&A-16:

the participfints and a|tem.ate payees Hecome employees of Corporation R on the date of Example.i) An employer adopts an amendment
whom section 204(h) notice was pro+he sale (and cease to be employees of Corporatigqht provides for the cessation of benefit accruals
vided. Except to the extent provided irf2): Corporation Q continues to maintain Plan Afolynger 5 defined benefit plan on December 31, 2001,

Q&A-14, the amendment will not becom lowing the sale, and the employees of Division Myng for the termination of the plan pursuant to title

; ) €COMEyec0me participants in Plan B.  In this Example, NPy of ERISA as of a proposed termination date that
effective with respect to those participantsection 204(h) notice is required because no Plag also December 31, 2001. As part of the notice of

and alternate payees who were not premendment was adopted that reduced the rate of fiatent to terminate required under title IV in order to

vided with section 204(h) notice. ture benefit accrual. The employees of Division Merminate the plan, the plan administrator gives sec-
Q-14: Will a plan be considered toWho become employees of Corporation R ceased {@n 204(h) notice of the amendment ceasing accru-
have complied with section 204(h) if th accrue benefits under Plan A because their employs which states that benefit accruals will cease “on

- ) MCment with Corporation Q terminated. December 31, 2001." However, because all the re-
plan administrator provides section Example 2Subsidiary Y is a wholly owned sub- quirements of title IV for a plan termination are not

204(h) notice to all but a de minimis persidiary of Corporation S. Subsidiary Y maintainssatisfied, the plan cannot be terminated until a date
centage of participants and alternate paQ/'-’_Ian C, a defined benefit plan that covers employeggat is later than December 31, 2001.

. . f Subsidiary Y. Corporation S sells all of the stock (jiy Nonetheless. because section 204(h) notice
ees to whom section 204(h) notice mu - ; L) ,
L (M) Sgtf Subsidiary Y to Corporation T. At the effective was given stating that the plan was amended to
be provided~ ' . date of the sale of the stock of Subsidiary Y, in accease accruals on December 31, 2001, section
A-14: The plan will be considered tocordance with the sale agreement between Corporaea(h) does not prevent the amendment to cease ac-
have complied with section 204(h) andion S and Corporation T, Subsidiary Y amends Plagruals from being effective on December 31, 2001.
the amendment will become effective irf S° that all benefit accruals cease. In this Examplgne result would be the same had the section 204(n)
section 204(h) notice is required to be provided beotice informed the participants that the plan was

accordance with its terms with respect 19, e Subsidiary Y adopted a plan amendment thafended to provide for a proposed termination date

a” partIeS to Whom SeCtIOH 204(h) I’lOtIC&|gn|f|cantIy reduced the rate of future benefit acCof December 31, 2001, and to provide that “benefit
was required to be provided (includingerualin Plan C. accruals will cease on the proposed termination date
those who did not receive notice prior to Example 3Corporation U maintains two plans: whether or not the plan is terminated on that date.”
Plan D covers employees of Division N and Plan E{owever, the cessation of accruals would not be ef-

iscovery of the omission), if the plan ad- '
discovery of the omission), € pia adCOVEfS the rest of the employees of Corporation Yective on December 31, 2001, had the section

ministrator— Plan E provides a significantly lower rate of future2p4(h) notice merely stated that benefit accruals
(a) Has made a good faith effort tabenefit accrual than Plan D. Plan D is merged wittyould cease “on the termination date” or “on the

comply with the requirements of sectiorPlan E, and all of the employees of Corporation Wroposed termination date.”
204(h); will accrue benefits under the merged plan in accor-

, . . _dance with the benefit formula of former Plan E. In  (b) Terminations in accordance with
(b) Has provided section 204(h) noticey,;q Example, section 204(h) notice is required.

to each employee organization that repre- E le 4.C ion V maintai |title IV of ERISA. A plan that is termi-
sents any gay};iciparg]t to whom sectii)omlan;(?irr:](gjdin-g I;;i?lol?t;\/i\ri]ch gsér:;a;nrzpfs;:gsao?ated _in accordance with_tifcle v O.f
L . . Division P. Plan F provides that participati ERISAis deemed to have satisfied section
204(h) notice is required to be provided; P'VIsion . Flan F provides that partcipating em o
. . . ' ployees cease to accrue further benefits under t@04(h) not later than the termination date
(c) Has failed to provide section 204(h)g

) At lan when they cease to be employees of Corporgor date of termination, as applicable) es-
notice to no more than a de Minimis Pefion V. Corporation V sells all of the assets of Divi-taplished under section 4048 of ERISA.

centage of pamupants and alter_nate_ payéozn':;fgfeogsogt;%nGWF',r\lgc;gzsmaals?;?;i:,:f}; S&Zﬁﬁccordingly, section 204(h) would in no
ees to whom se(?tlon 204(h) notice is re benefi gvent require that any additional benefits
uired to be provided: and rate of future benefit accrual than Plan F. Plan F i ]
q °P > : merged with Plan G as part of the sale, and emplopccrue after the effective date of the ter-
(d) PrOV'_d_eS section 204(h) notice Ques of Division P who become employees of Corpamination.
those partICIpantS and alternate payeeaion W will accrue benefits under the merged plan (C) Amendment effective before termi_
promptly upon discovering the oversight.in accordance with the benefit formula of forme'rnation date of a plan subject to title IV of

-15: How does section 204(h) appl lan G. In this Example, no section 204(h) notice i
Q (h) app )}:equired because no plan amendment was adoptsRISA- TO the extent that an amendment

H ') . g . e . .
to the sale of a business _ that reduced the rate of future benefit accrual. Undd@foviding for a significant reduction in
A-15: (a) Generally. Whether section the terms of Plan F as in effect prior to the mergethe rate of future benefit accrual has an ef-
204(h) notice is required in connectioremployees of Division P cease to accrue any furth§ective date that is earlier than the termi-
with the sale of a business depends dignefits under Plan F after the date of the Sa'ﬁation date (or date of termination, as ap-

whether a plan amendment is adopted th%‘?gz‘es; their employment with Corporation V'ter ;- ple) established under section 4048
significantly reduces the rate of future ' of ERISA, that amendment is subject to
benefit accrual. Q-16: How are amendments to ceassection 204(h). Accordingly, the plan ad-

(b) Examples.The following examples accruals and terminate a plan treatewhinistrator must provide section 204(h)

illustrate the rules of this Q&A-15: under section 204(h)? notice (either separately or with or as part
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of the notice of intent to terminate) with§602.101 OMB Control numbers. Labor Statistics price indexes are ac-

respect to such an amendment. e o e x cepted for use by department stores em-
Q-17: When does section 204(h) be- ploying the retail inventory and last-in,
come effective? (c)*x** first-out inventory methods for valuing
A-17: (a) Statutory effective date. inventories for tax years ended on, or with
With respect to defined benefit plans, seGFR part or section Current OMB reference to, December 31, 1998.
tion 204(h) generally applies to planyhere identified control No.
amendments adopted on or after Januagyq described Rev. Rul. 99-9
1, 1986. With respect to individual ac- The following Department Store Inven-
count(galans, segtion io"'(h) ap?Iies(;o p'g‘” oeor o tory Price Indexes for December 1998
amendments adopted on or after October ere issued by the Bureau of Labor Sta-
22, 1986. LALL@6 1545-144{stics. The indexes are accepted by the
(b) Regulatory effective date(1) Gen- £ k% ok ok Internal Revenue Service, under § 1.472—
eral regulatory effective dateThis sec- 1(k) of the Income Tax Regulations and
tion is applicable for amendments Rev. Proc. 86-46, 1986-2 C.B. 739, for
adopted on or after December 12, 1998. Robert E. Wenzel, appropriate application to inventories of
(2) Special rule for amendments Deputy Commissioner of department stores employing the retail in-
adopted under the temporary regulations. Internal Revenue. ventory and last-in, first-out inventory
Whether an amendment that is adopted on methods for tax years ended on, or with
or after December 15, 1995 and befor@pproved December 4, 1998. reference to, December 31, 1998.

December 12, 1998 complies with section . The Department Store Inventory Price
204(h) is determined under the rules of Jonathan Tal'sman’tlndexes are prepared on a national basis
section 1.411(d)-6T in effect prior De- Deputy Assistant Secretary of, 40y, e (a) 23 major groups of depart-
cember 14, 199&See §1.411(d)- 6T in 26 the Treasury. ments, (b) three special combinations of
CFR Part 1 revised as of April 1, 1998). (Filed by the Office of the Federal Register on Deth® major groups - soft goods, durable
cember 11, 1998, 8:45 a.m., and published in thgoods, and miscellaneous goods, and (c) a

PART 602—OMB CONTROL issue of the Federal Register for December 14, 1998tore total, which covers all departments,
EXPMEBREVQSR&JKNSESJ Cli-lTEI ON ACT 63 F.R. 68678) including some not listed separately, ex-
cept for the following: candy, food,

liquor, tobacco, and contract departments.

Par. 4. The authority citation for par . L r -
602 continues to read as follows: tﬁ:,(;trl]‘t):;r:;z Last-in, First-out

Authority: 26 U.S.C. 7805.

Par. 5. _In §602.101, the table '_n P86 cER 1.472-1: Last-in, first-out inventories.
graph (c) is amended by removing the
entry for 1.411(d)6-T and by adding an LIFO; price indexes; department
entry in numerical order to read addels: stores.The December 1998 Bureau of

BUREAU OF LABOR STATISTICS, DEPARTMENT STORE
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS
(January 1941 = 100, unless otherwise noted)

Percent Change

Dec Dec from Dec.1997

Groups 1997 1998 to Dec 1998
1. Piece GOOOS ...t e 522.7 546.8 4.6
2. Domestics and Draperies . ........ ... 620.8 631.2 1.7
3. Women’s and Children's Shoes ......................... 661.6 660.9 -0.1
4, Men’'s ShOES .. ... . i e 894.5 905.3 1.2
B.Infants’™Wear .. ... .. e 620.2 628.7 1.4
6. Women'sUnderwear . . ........... i, 548.7 559.6 2.0
7. Women's HOSIery ... ... 297.0 304.1 24
8. Women’'s and GirlS"ACCESSOINEeS . . .. ..o it 541.1 536.4 -0.9
9. Women’s Outerwear and Girls'Wear ..................... 406.4 401.0 -1.3
10. Men'sClothing . ... ... 606.0 603.3 -0.4
11. Men's Furnishings . .. ... . 598.6 591.9 -1.1
12. Boys'Clothing and Furnishings . ........... ... ... ....... 505.4 493.7 -2.3
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BUREAU OF LABOR STATISTICS, DEPARTMENT STORE

INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS (Continued)

(January 1941 = 100, unless otherwise noted)

Percent Change

Dec Dec from Dec.1997
Groups 1997 1998 to Dec 1998
13, JewWelry ..o 948.3 953.0 0.5
14, NOLIONS . . 797.8 771.9 -3.2
15. ToiletArticlesand Drugs ...........co i 922.4 939.4 1.8
16. Furnitureand Bedding ............. ... ... .. . . ... 662.6 691.1 4.3
17. FIoOr COVEINNGS . oot e e e 581.1 602.5 3.7
18. HOUSEWArES . . . .. 806.6 806.5 0.0
19. Major Appliances . ......... . e 241.7 236.0 2.4
20. Radioand Television ............ .. ... 73.9 69.6 -5.8
21. Recreation and Educatfon. . .......................... 108.6 101.6 -6.4
22. Home IMmprovemerts . ... ... 1334 130.6 2.1
23. AULO ACCESSONBS. . . . o\ et ettt e e e 108.0 107.7 -0.3
Groups 1-15: SoftGoods ........... ... .. i 594.5 595.0 0.1
Groups 16 —20: Durable Goods . ............ ... ... 460.9 458.0 -0.6
Groups 21 —23: MISC. GOOBIS . . .. .o 111.7 106.6 —-4.6
Store Total . ... .. ... 548.2 544.8 -0.6

1 Absence of a minus sign before percentage change in this column signifies price increase.
2 Indexes on a January 1986=100 base.

3 The store total index covers all departments, including some not listed separately, except for the following: candypfotat, lig
bacco, and contract departments.

tors will be used for computing discounted unpaiAGENCY: Internal Revenue Service
losses under section 846 of the Code. See Rev. Pr‘fﬂ?S) Treasury.

The principal author of this revenue99-15, page 42.
ruling is Richard C. Farley, Jr. of the Of-

fice of Assistant Chief Counsel (Income ) )
Tax and Accounting). For further infor-26 CFR 1.846-1: Application of discount factors. SUMMARY: This document contains

; ; ; ; temporary regulations that authorize the
mation regarding this revenue ruling, con- The salvage discount factors are set forth for th porary reg
$ecretary of the Treasury to accept pay-

tact Mr. Farley on (202) 622-4970 (not a998 accident year. These factors will be used fo ) )
toll-free ca_ll)_ computing estimated salvage recoverable for pulment of 'nt?rnal revenue taxes by credit
poses of section 832 of the Code. See Rev. Progard or debit card. The temporary regula-
99-16, page 50. tions reflect changes to the law made by
the Taxpayer Relief Act of 1997, and will
affect all persons who pay their tax liabil-
ities by credit card or debit card pursuant
to guidance prescribed by the Secretary.
The salvage discount factors are set forth for th/leans The text of the temporary regulations also
1998 accident year. These factors will be used for serves as the text of the proposed regula-

computing estimated salvage recoverable for pue6 CFR 301.6311-2T: Payment by credit card and tions set forth in REG-111435-98, page
poses of section 832 of the Code. See Rev. Pradebit card (temporary). 55 in this Bulletin.

99-16, page 50.
T.D. 8793

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 301

The loss payment patterns and discount facto’:s,ay'_'nent by Credit Card and
are set forth for the 1998 accident year. These taDebit Card

1999-7 |.R.B. 15

DRAFTING INFORMATION

ACTION: Temporary regulations.

Section 832.—Insurance

Company Taxable Income Section 6311.—Payment of Tax

26 CFR 1.832-4: Gross income. by Commercially Acceptable

DATES: Effective Date:These temporary
regulations are effective January 1, 1999.
Applicability Date: For dates of ap-
plicability, see 8301.6311-2T(h) of these

regulations.

Section 846.—Discounted
Unpaid Losses Defined

26 CFR 1.846-1: Application of discount factors.
FOR FURTHER INFORMATION CON-
TACT: Concerning the regulations,
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Mitchel S. Hyman, (202) 622-3620 (not aCode. Section 1205(c)(1) of the 1997 Acpay any fee or provide any other mone-
toll-free number). (as amended by section 6012(b)(2) of thiary consideration under such contracts.
_ Internal Revenue Service Restructuring Under the temporary regulations, a
SUPPLEMENTARY INFORMATION: and Reform Act of 1998, Public Law 105-payment by credit card or debit card re-
Background 206) added section 6103(k)(9) to theeived by the Secretary will be deemed
Code. Section 6103(k)(9) authorizes thenade when the credit card or debit card
This document contains temporary regiRS to disclose returns and return infortransaction is authorized by the card is-
ulations amending the Procedure and Adnation to financial institutions and otherssuer, provided the payment is actually re-
ministration Regulations (26 CFR parto the extent necessary for the administrgeived by the Secretary in the ordinary
301) under sections 6103 and 6311 of thgon of section 6311. Section 6103(k)(9rourse of business and is not returned due
Internal Revenue Code. The regulationfyrther provides that disclosures of inforto correction of errors relating to the
reflect the amendment of sections 610ghation for purposes other than to accegredit card or debit card account.
and 6311 by section 1205 of the Taxpaygjayments by check or money order (for The temporary regulations provide, as
Relief Act of 1997 (Public Law 105-34, example, by credit card, or debit cardyequired by section 6311(d)(3), that pay-
111 Stat. 788, 995)(1997 Act) and sectioBhall be made only to the extent authoments of taxes by credit card or debit card
4003(k) of the Tax and Trade Relief Exyized by written procedures promulgatedre subject to the error resolution proce-
tension Act of 1998 (Public Law 105-277 jyy the Secretary. Section 6311(e) produres of section 161 of the Truth in Lend-
112 Stat. 2681) vides that no person shall use or dlSClOd@g Act, 15 U.S.C. section 1666, section
As amended by the 1997 Act, sectioRny information obtained pursuant to sec208 of the Electronic Fund Transfer Act,
6311(a) provides that it shall be lawful foltjon 6103(k)(9) related to credit card orl> U-S.C. 1693f, or any similar provi-
the Secretary to receive payment for intefyepit card transactions except to the exaions of state law, only for the purpose of
nal revenue taxes by any commerciallyent authorized by written procedures pro€Solving errors relating to the credit card
acceptable means that the Secretaﬁ,{mgated by the Secretary. or debit card account, but not for the pur-
deems appropriate to the extent and underAny person who uses or discloses inP0S€ of resolving any errors, disputes, or
the conditions provided in regulationsiyrmation in violation of section 6311(e)adjustments relating to the underlying tax
prescribed by the Secretary. The legislgg subject to civil liability for damages. liability. These provisions ensure that any
tive history accompanying the Act ex-gee | R.C. section 7431(h), added by seflisputes concerning the merits of the tax
plains that commercially acceptablg;,n 1205(c)(2) of the 1997 Act (asliability will be resolved in the traditional
means includes “electronic funds trans;manded by Public Law 105-206, sectiofdministrative and judicial forums (e.g.,

fers, including those arising from credit6012(b)(3))_ filing a petition in Tax Court, paying the
cards, debit cards, and charge cards.” H. disputed tax and filing a claim for re-
Conf. Rep. 220, 105th Cong., 1st Ses&xplanation of Provisions fund), and will not be raised in any dis-
652 (1997). The current regulations _ ) ute with the card issuer, financial institu-
under Treas. Reg. §301.6311—1 permit |N€ temporary regulations provide thaEon, or other person participating in the

payment of taxes by checks, drafts drawffit€rnal revenue taxes may be paid byreit card or debit card transaction.
on financial institutions, or money ordersCredit card or debit card. Payment of As authorized by section 6311(d)-
The temporary regulations add payment&xes by credit card or debit card is voluneg)(g), the temporary regulations permit
by credit cards (which includes chargdary on the part of the taxpayer. Howevegne Secretary to return funds erroneously
cards) and debit cards to the acceptabRly credit cards or debit cards approvegecejved due to errors relating to the
methods of payment under section 6311.0y the Secretary may be used for this pugyedit card or debit card account by ar-
Methods of payment by electronicP0Ose, only the types of tax liabilities specranging for a credit to the taxpayer's ac-
funds transfer other than by credit card dfied by the Secretary may be paid byount with the issuer of the credit card or
debit card are currently authorized by se@redit card or debit card, and all such paiebit card or other appropriate financial
tion 6302 of the Internal Revenue Codé&ents must be made in the manner and jfistitution or person. Returns of funds
and its implementing regulations. For exaccordance with the forms, instructionsthrough credit card or debit card credits,
ample, Treas. Reg. § 1.6302—4 permits iind procedures prescribed by the Secraowever, are only available to correct er-
dividuals to voluntarily remit payments oftary. Thus, payments by credit card ofors relating to the credit card and debit
income taxes by electronic funds transfefdebit card may be limited to certain desigeard account, and not to refund overpay-
Thus, the temporary regulations only adrated cards, to payments made throughents of taxes.
dress payments by credit card and debtertain service providers, or to payments The temporary regulations also provide
card. Section 6302 and its regulationsf specific types of taxes. It is anticipatedhat the Internal Revenue Service may not
will remain the authority for forms of that the Secretary will be entering intdmpose any fee or charge on persons mak-
payment by electronic funds transfecontracts with specific card issuers ong payment of taxes by credit card or
other than payments by credit card andther persons such as third parties whdebit card. The regulations provide that
debit card. will process the credit and debit cardhe imposition of fees or charges by is-
Section 6103(a) of the Code prohibitdransactions, to facilitate payments byuers of credit cards or debit cards or by
disclosure of returns and return informaeredit cards and debit cards, subject to treny other financial institution or person
tion except as expressly provided in theequirement that the Secretary may nqgiarticipating in the credit card or debit
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card transaction are not prohibited. Themall entities, the Regulatory Flexibility §301.6311-2T Payment by credit card
Internal Revenue Service may not receivact (5 U.S.C. chapter 6) does not applyand debit card (temporary).
any part of any fees that may be chargedPursuant to section 7805(f) of the Internal , ,

The temporary regulations also provid&kevenue Code, this temporary regulation @) Aqthorlty to rece"’ﬁf(l) Payments
the procedures required under sectionsill be submitted to the Chief Counsel forby credit card and - debit .cardlnterr)al
6103(k)(9) and 6311(e) with respect tAAdvocacy of the Small Business Admin€Venue taxes may be_ paid by qred|t gard
use and disclosure of information relatingstration for comment on its impact on°" debit card as authorlzed_by this section.
to payment of taxes by credit card an@dmall business. Paym_ent of taxes by credit card or debit
debit card. IRS personnel are authorized _ card is voluntary on the part of the tax-
to disclose to card issuers, financial instiPrafting Information payer. However, only credit cards or

: ; ; debit cards approved by the Secretary
tutions, and other persons information The principal author of these regula—may be used for this purpose, only the

necessary {o process the tax payment o {8 i vjjtchel S. Hyman of the Office oftypes of tax liabilities specified by the
bl” or collect the amount Charge.d.or debAssistant Chief Counsel (General Litiga-Secretary may be pa|d by credit card or
tted (for example, to resolve billing er-qy o gL, IRS. However, other gebit card, and all such payments must be
I’OI’S)_. Pursuant to section 6311(8), 'nf(_)r'ersonnel from the IRS and Treasury Danade in the manner and in accordance
mation received by any person i, ment participated in their developwith the forms, instructions and proce-

connection with payment of tax by credi .
card or debit card shall be treated as con- dures pre_scnb_ed by t_he Sec“reta”ry. Al Tef'
erences in this section to “tax” also in-

fidential by all persons who receive such *ok ok ko k i ) "
information, whether such information is clude interest, penalties and additions to
. ' i tax.
received from the Secretary or from anyrdoption of Amendments to the .
y A (2) Payments by electronic funds trans-

i i Regulations
other person including the taxpayer. fer other than payments by credit card

”m-li—tzztelr;:pg;ig ;i%uglic:/?t?eze:ofrc)\r/f/?]itc:hhe Accordingly, 26 CFR part 301 isand debit card. Provisions relating to
purp amended as follows: payments by electronic funds transfer

such mforman_n may b.e use_d or O!'S' other than payments by credit card and
closed by card issuers, financial institUPART 301—PROCEDURE AND debit card are contained in section 6302

tions, and other persons. The. permlﬁteADM|N|STRATION and the Treasury Regulations promul-
purposes and activities principally in- o ated pursuant to section 6302
volve credit card and debit card process- Paragraph 1. The authority citation fod 3) [E)efinitions—(i) Credit cardmeans
ing, billing, collection, account servicing,Part 301 continues to read in part as fol- ; : . ;
. . . any credit card as defined in section
account transfers, internal busines®Wws: . 103(K) of the Truth in Lending Act, 15
records, legal compliance, and legal pro- Authority: 26 U.S.C. 7805 * * * U.S.C. section 1602(K) incll?din "N
ceedings. The temporary regulations ex- Par. 2. Section 301.6103(k)(9)-1T ig)-S:C : g any
o . . ; dded to read as follows: credit card, charge card or other credit de-
pressly prohibit selling the information,& T -
sharing it with credit bureaus, or using i vice issued for the purpose of obtaining
g . ' 9 %301.6103(k)(9)—1T Disclosure of money, property, labor or services on
for any marketing purpose, for example . . . di
marketing tax-related products or an feturns and return information relating to cre“|t. _
marketing that targets those who hav ayment of tax by credit card and debit (i) Debit cardmeans any accepted
q g dit dg debit card t card (temporary). card or other means of access as definec
used a credit card or debit card to pay . in section 903(1) of the Electronic Funds
taxes. Officers and employees of the Internafrransfer Act, 15 U.S.C. 1693a(1), includ-
Special Analyses Revenue Service may disclose to card isng any debit card or similar device or
suers, financial institutions or other Permeans of access to an account issued for
It has been determined that this Treesons such return information as the Secrghe purpose of initiating electronic fund
sury decision is not a significant regulatary deems necessary in connection withtansfers to obtain money, property, labor
tory action as defined in EO 12866 processing credit card and debit cargy services.
Therefore, a regulatory assessment is ntsansactions to effectuate payment of tax (b) When payment is deemed maéle.
required. It also has been determined thas authorized by §301.6311-2T. Officerpayment of tax by credit card or debit
these regulations must be effective band employees of the Service may dissard shall be deemed made when the is-
January 1, 1999, to permit taxpayers thelose such return information to such persuer of the credit card or debit card prop-
opportunity to pay taxes by credit card fosons as the Secretary deems necessaryetly authorizes the transaction, provided
the 1999 filing season, and, therefore, itonnection with billing or collection of the payment is actually received by the
has been determined that sections 553(tf)e amounts charged or debited, includingecretary in the ordinary course of busi-
and (d) of the Administrative Procedurgesolution of errors relating to the credihess and is not returned pursuant to para-
Act (5 U.S.C. chapter 5) do not apply tacard or debit card account as described graph (d)(3) of this section.

these regulations. It has also been deté§301.6311-2T(d). (c) Payment not made(1) Continuing
mined that because the regulations do notPar. 3. Section 301.6311-2T is addeliability of taxpayer. A taxpayer who ten-
impose a collection of information onto read as follows: ders payment of taxes by credit card or
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debit card is not relieved of liability for (i) An error described in paragraphsanalysis appropriate for the contract at
such taxes until the payment is actuallyd)(2)(i)(A) through (D) of this section issue and at a level of detail appropriate to
received by the Secretary and is not renay only be resolved through the procethe size of the Government’s investment
quired to be returned pursuant to paradures referred to in paragraph (d)(1) obr interest. The Secretary may not pay
graph (d)(3) of this section. This continuthis section and cannot be a basis for arany fee or charge or provide any other
ing liability of the taxpayer is in addition claim or defense in any administrative omonetary consideration under such con-
to, and not in lieu of, any liability of the court proceeding involving the Secretary.tracts for such payments.

issuer of the credit card or debit card or fi- (3) Return of funds pursuant to error (g) Use and disclosure of information
nancial institution pursuant to paragraphesolution proceduresNotwithstanding relating to payment of taxes by credit card
(c)(2) of this section. section 6402 of the Internal Revenu@nd debit card. Information obtained by

(2) Liability of financial institutions.If  Code, if a taxpayer is entitled to a returmny person other than the taxpayer in con-
a taxpayer has tendered a payment of iof funds pursuant to the error resolutiomection with payment of taxes by a credit
ternal revenue taxes by credit card or deljirocedures of paragraph (d)(1) of this se@ard or debit card shall be treated as con-
card, and the credit card or debit cartion, the Secretary may, in the SecretaryBdential, whether such information is re-
transaction has been guaranteed expresslyle discretion, effect such return by areeived from the Secretary or from any
by a financial institution, and the Unitedranging for a credit to the taxpayer’s acether person (including the taxpayer). No
States is not duly paid, the United Statesount with the issuer of the credit card operson other than the taxpayer shall use or
shall have a lien for the guaranteedebit card or any other financial institu-disclose such information except as fol-
amount of the transaction upon all the agton or person that participated in thdows:
sets of the institution making such guarartransaction in which the error occurred. (1) Card issuers, financial institutions,
tee. The unpaid amount shall be paid out (4) Matters not subject to error resolu-or other persons participating in the credit
of such assets in preference to any oth&épon proceduresThe error resolution pro- card or debit card transaction may use or
claims whatsoever against such guaranteeedures of paragraph (d)(1) of this sectiodisclose such information for the purpose
ing institution, except the necessary costo not apply to any error, question or disand in direct furtherance of servicing
and expenses of administration and the reute concerning the amount of tax owedardholder accounts, including the resolu-
imbursement of the United States for théy any person for any year. For exampldion of errors in accordance with para-
amount expended in the redemption of thihese error resolution procedures do ngraph (d) of this section. This authority
circulating notes of such institution. apply to determine a taxpayer’s entitleincludes the following:

(d) Resolution of errors relating to thement to a refund of tax for any year for (i) Processing of the credit card or
credit card or debit card account(1l) In any reason, nor may they be used to paydaebit card transaction, in all of its stages
general. Payments of taxes by credit cardefund. All such matters shall be resolvethrough and including the crediting of the
or debit card shall be subject to the appli¢ghrough administrative and judicial proceamount charged on account of tax to the
able error resolution procedures of sectiodures established pursuant to the Internblnited States Treasury.

161 of the Truth in Lending Act, 15Revenue Code and the rules and regula-(ii) Billing the taxpayer for the amount

U.S.C. 1666, or section 908 of the Electons thereunder. charged or debited with respect to pay-
tronic Fund Transfer Act, 15 U.S.C. (5) Payments of taxes by credit card oment of the tax liability.

1693f, or any similar provisions of statedebit card are not subject to section 170 of (iii) Collection of the amount charged

law, for the purpose of resolving errors rethe Truth in Lending Act, 15 U.S.C.or debited with respect to payment of the
lating to the credit card or debit card ac1666i, or to any similar provision of statetax liability.

count, but not for the purpose of resolvingaw. (iv) Returning funds to the taxpayer in
any errors, disputes or adjustments relat- (e) Fees or chargesThe Internal Rev- accordance with paragraph (d)(3) of this
ing to the underlying tax liability. enue Service may not impose any fee @ection.

(2) Matters covered by error resolutioncharge on persons making payment of (2) Card issuers, financial institutions
procedures. (i) The error resolution pro- taxes by credit card or debit card. Thi®r other persons participating in the credit
cedures of paragraph (d)(1) of this sectiosection does not prohibit the imposition otard or debit card transaction may use and
apply to the following types of errors:  fees or charges by issuers of credit caraisclose such information for the purpose

(A) An incorrect amount posted to theor debit cards or by any other financial inand in direct furtherance of any of the fol-
taxpayer’s account as a result of a compw@titution or person participating in thelowing activities:
tational error, numerical transposition, ocredit card or debit card transaction. The (i) Assessment of statistical risk and

similar mistake. Internal Revenue Service may not receivprofitability.
(B) An amount posted to the wrong taxany part of any fees that may be charged. (ii) Transfer of receivables or accounts
payer’s account. (f) Authority to enter into contracts. or any interest therein.

(C) A transaction posted to the tax-The Secretary may enter into contracts re- (iii) Audit of account information.
payer’s account without the taxpayer'dated to receiving payments of tax by (iv) Compliance with Federal, State, or
authorization. credit card or debit card if such contract®cal law.

(D) Similar types of errors that wouldare cost beneficial to the Government. (v) Cooperation in properly authorized
be subject to resolution under these proc&he determination of whether the contraativil, criminal, or regulatory investigations
dures in ordinary commercial transactionds cost beneficial shall be based on ahy Federal, State, or local authorities.
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(3) Notwithstanding the foregoing, useAGENCY: Internal Revenue ServiceSess. 266 (1998). These temporary regu-

or disclosure of information relating to(IRS), Treasury. lations set forth the procedural require-
credit card and debit card transactions for _ ments and rules that will govern the con-
purposes related to any of the following iACTION: Temporary regulations. duct of such an equivalent hearing.

not authorized: . . . o
() Sale or exchange of such informaSUMMARY:  This document contains Explanation of Provisions

i i ivtemporary regulations relating to the pro- ) )
gg?esjpi?;i;?m the underlying receision of notice to taxpayers of the filing 1N témporary regulations provide
(i) Marketing for any purpose, for ex-Of @ notice of federal tax lien (NFTL). gwd%g(;%to taxpayers for purposg;zcg sfec-
ample, marketing tax-related products of he regulations implement certaintion 6320. Pursuant to section , 1or
services, or marketing any product or se€hanges made by section 3401 of the WNFTLS filed on or after January 19, 1999,
vice that targets those who have usedtgrnal Revenue SerVice ReStrUCturing arme lRS .mUSt prOVIde written nOt|f|Cat|0n
credit card or debit card to pay taxes. ~ Reform Act of 1998. They affect taxpay-Of the filing of the NFTL to the taxpayer
(i) Furnishing such information to €rs against whose property and rights 8amed in the NFTL. The notification
any credit reporting agency or credit buproperty the IRS files a NFTL. The textunder section 6320 may b,e given n per-
reau, except with respect to the aggrega(é these regulations also serves as the teS&@N: left at the ta_lxpayer s dwelling or
amount of a cardholder’s account, wittpf the proposed regulations inusual place of business, or sent to the tax-
the amount attributable to payment oREG—-116824-98, page 57 in this BulPayer by certified or registered mail to the

taxes not separately identified. letin. taxpayer’s Ia_st known address not more
(4) Use and disclosure of information than five business days after the day the
other than as authorized by this paragraghATES: These regulations are effectivéNFTL is filed. The notification must state
(g) may result in civil liability under sec- January 19, 1999. the amount of unpaid tax, inform the tax-
tion 7431(h) of the Internal Revenue payer of the right to request a hearing dur-
Code. FOR FURTHER INFORMATION CON- jng the 30-day period that commences the
(h) Effective date This section applies ACT- Jerome D. Sekula (202) 622-361Qay after the end of the five business day
to payments of taxes made on and aftépot & toll-free number). notification period, inform the taxpayer of
January 1, 1999, and through January 1, ) the administrative appeals available with
2002. %UPPLEMENTARY INFORMATION: respect to such lien and the procedures re-

lated to such appeals, and inform the tax-
payer of the provisions and procedures re-
This document contains amendments titing to the release of liens. Unless the
the Procedure and Administration Regulataxpayer withdraws the request that Ap-
Approved December 1, 1998. tions (26 CFR part 301) that reflect thegyeals conduct a hearing when the tax-
addition of section 6320 to the |ntemabayer has made a timely request for a
Donald C. Lubick, Revenue Code made by section 3401 @faring, Appeals will hold one collection
Assistant Secretary of the Internal Revenue Service Restructugue process hearing (CDP hearing) with
the Treasury. ing and Reform Act of 1998 (RRA). respect to the tax and tax period or peri-
(Filed by the Office of the Federal Register on De- These tempqrary regula_tions impleods specified in the CDP hgaring_ notice
cember 14, 1998, 8:45 a.m., and published in tH&1€Nt the provisions of section 6320 angCDP Notice). The taxpayer is entitled to
issue of the Federal Register for December 15, 1998us set forth the procedures the IRS wilhave a CDP hearing conducted by an Ap-
63 F.R. 68995) follow regarding notice to taxpayers ofpeals officer who has had no prior in-
the filing of a NFTL on or after Januaryvolvement with the unpaid tax that is the
19, 1999, the right to a hearing before thsubject of the hearing. This requirement,

Robert E. Wenzel, Background
Deputy Commissioner of
Internal Revenue.

Section 6_320.—Noti<_:e and IRS Office of Appeals (Appeals) with re-however, can be waived by the taxpayer
Opportunity for Hearing Upon spect to the filing of a NFTL, the proce-in writing. The taxpayer may seek judi-
Filing of Notice of Lien dures that will be followed at those heareial review of an Appeals determination

26 CFR 301.6320-1T: Notice and opportunity for ings, judicial review of the determinationsissued with respect to a CDP hearing. If a
hearing upon filing of notice of Federal tax lien  reached at the hearings, and the suspeaxpayer timely requests a CDP hearing,
(temporary). sions of various periods of limitation as ahe periods of limitation relating to collec-
TD. 8810 result of a timely request for a hearingtion after assessment, relating to criminal
The legislative history accompanyingprosecutions, and relating to suits are sus-
DEPARTMENT OF THE TREASURY RRAalso explains that Congress intendegended. If the taxpayer has a hearing

Internal Revenue Service the IRS to grant an equivalent hearing twith Appeals, the suspension of the ap-
26 CFR Part 301 taxpayers who do not request a hearinglicable periods of limitation continues
under section 6320 within the 30-day peuntil the determination resulting from that
Notice and Opportunity for riod that commences the day after the fiveearing becomes final by expiration of the
Hearing Upon Filing of Notice of business day notification period. Htime for seeking review or reconsidera-
Lien Conf. Rep. No. 599, 105th Cong., 2dion before the appropriate court. If the
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taxpayer has withdrawn the request for tory action as defined in Executive Ordeing Notice (CDP Notice) and other no-
hearing with Appeals, the suspension 0f2866. Therefore, a regulatory assessices given under this section must be
the applicable periods of limitation endsnent is not required. It has also been degfven in person, left at the dwelling or
as a result of that withdrawal. termined that section 553 (b) of the Adusual place of business of such person, or
The temporary regulations discuss theninistrative Procedure Act (5 U.S.C.sent by certified or registered mail to such
procedures for CDP hearings under sechapter 5) does not apply to these regul@erson’s last known address, not more
tion 6320, including the requirement thations. For the applicability of the Regulathan five business days after the day the
the Appeals officer obtain verificationtory Flexibility Act (5 U.S.C. chapter 6) NFTL was filed.
that all legal and administrative requirerefer to the Special Analyses section of (2) Questions and answerslhe ques-
ments for the filing of the NFTL have the preamble to the cross reference noti¢®ns and answers illustrate the provisions
been met. The temporary regulations furef proposed rulemaking published in thef this paragraph (a) as follows:
ther discuss the types of issues that ma3roposed Rules section of this issue of the Q-Al. Who is the “person” entitled to
or may not be raised at the CDP hearindzederal Register. Pursuant to sectionotice under section 63207
The types of issues that may be raised @805 (f) of the Internal Revenue Code, A-Al. Under section 6320(a)(1), noti-
the CDP hearing include appropriatehis temporary regulation will be submit-fication of the filing of a NFTL on or after
spousal defenses; challenges to the apptted to the Chief Counsel for Advocacy oflanuary 19, 1999, is only required to be
priateness of collection actions; collectiothe Small Business Administration fordiven to the person described in section
alternatives; and challenges to the exisomment on its impact on small busines£321 who is named on the NFTL that is
tence or amount of the liability specified . _ filed. The person described in section
in the CDP Notice. An issue may not bé"afting Information 6321 is the person liable to pay the tax
raised at the CDP hearing if the issue was The principal author of this regulationi"€ 2ftér notice and demand who refuses
raised and considered at a previous CDB Jerome D. Sekula, Office of the Assis’" neglects to pay the tax due (hereinafter,
hearing under section 6330 or any othaant Chief Counsel (General Litigation). ©'cred © as the taxpayer).

previous administrative or judicial pro-However, other personnel from the IRS Q-A2. When will the IRS provide the

ceeding in which the taxpaver meanin . notice required under section 6320?
g pay 9and Treasury Department participated in A-A2. The IRS will provide this notice

fully participated. Challenges to the exisits development. ithin five busi 4 ¢ he fil
tence or amount of the tax liability within five business days after the filing

specified in the CDP Notice may be rrorer OfgigFTWL'III the IRS di ification t
raised only if the taxpayer did not receive, , . -As. WITINE IRS give notification 1o

: - doption of Amendments to the the taxpayer for each tax period listed in a
a statutory notice of deficiency for Sucrhegulations NFTL filed on o after January 19, 19997

liability or did not otherwise have an op-
portunity to dispute such liability. Accordingly, 26 CFR part 301 is )

Following the CDP hearing, the Ap-amended as follows: NF'_I'L can be fllgq fo_r more than_ one tax
peals officer will issue a Notice of Deter- period. .The n9t|f|cat|on of the filing Of a
mination, which can be appealed to thBART 301—PROCEDURE AND NFTL will specify each tax and tax period

United States Tax Court or a district courf‘DMlNlSTRATlON listed in the NFTL.

. - . -A4. Will the IRS give notification to
of the United States by filing an appropri- paragraph 1. The authority citation fo Q Y
ate pleading with the court that has jurisp Jrap Y the taxpayer of any filing of a NFTL for

- : art 301 continues to read in part as fokhe same tax period or periods at another
diction over the type of tax involvedgys: place of filing?

within 30 days of the date of the determi- Aythority: 26 U.S.C. 7805 * * * A-A4. Yes. The IRS will notify a tax-
nation. The temporary regulations dis- pay. 2. ‘section 301.6320-1T is addeflayer when a NFTL is filed on or after
cuss the content of the Notice of Determignder the undesignated centerheadingynyary 19, 1999, for a tax period or peri-
nation and the rules for Obtaining judiciai‘Lien for Taxes” to read as follows: ods at any I,’eCOI’di’ng office.

review. The temporary regulations also . . I
provide guidance as to the extent to whicf301.6320-1T Notice and opportunity for, S{g(s' aV\(/;:I itfhae II\IIT:‘?rl?Ii\éefi?; ;lzi]ag(r)r;ftt(;r
the Appeals officer will retain jurisdiction hearing upon filing of notice of Federal pay

. o : January 19, 1999, for a tax period or peri-
with respect to the determination. tax lien (temporary). y P b

Lastly. the t lati ods for which a NFTL was filed in an-
_-astly, the temporary regu'ations pro- (a) Notification-(1) In general. For a other recording office prior to that date?
vide rules and procedures with respect tg

o h . otice of federal tax lien (NFTL) filed on A-A5. Yes. The IRS will notify a tax-
the“adn?lnlstratlve heaﬂrmg (referrgd 10 38y after January 19, 1999, district direcpayer when each NFTL is filed on or after
an equivalent hearing’) the IRS,W'" pro'tors, directors of service centers, and th&anuary 19, 1999, for a tax period or peri-
vide to taxpgyers who do.not timely "®Assistant Commissioner (International)pds, at any location.
quest a hearing under section 6320. or their successors, are required to notify Q-A6. Will the IRS give notification to
Special Analyses the person described in section 6321 dhe taxpayer when a NFTL is refiled on or

the filing of a NFTL not more than five after January 19, 19997
It has been determined that this Treabusiness days after the date of any suchA-A6. No. Section 6320(a)(1) does
sury decision is not a significant regulafiling. The Collection Due Process Hearnot require the IRS to notify the taxpayer
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of the refiling of a NFTL. A taxpayer Q-All. What are the consequences #nd puts it in individual E's name. A NFTL is filed
may, however, seek reconsideration bthe taxpayer does not receive or acceptgainst D in County X on June 5, 1999, for D's fed-
the IRS office that is collecting the tax orfCDP Notice that is properly left at the tax-zrf\l:lz'r%iofrg ftfggzzgtggrnﬁi;' gr;ifeudnienlgbizgg‘
filing the NFTL, an administrative hear-payer’s dwelling or usual place of busi~ against £, as nominee of D. Tyhe IRS will notify D
ing before Appeals, or assistance from theess, or sent by certified or registered madk the filing of the NFTL in both County X and
National Taxpayer Advocate. to the taxpayer’s last known address?  County Y. The IRS will not notify E of the NFTL
Q-A7. Will the IRS give notificationto ~ A-A11. A CDP Notice properly sent by filed in County X. The IRS is not required to notify

. . . . . E of the NFTL filed in County Y. Although E is
a known nominee of, or person hOIdmg;ertlfled or regIStered mail to the tax'named on the NFTL filed in County Y, E is not the

property of, the taxpayer of the filing ofpayer’s last known address or left at thBerson described in section 6321 (the taxpayer) who
the NFTL? taxpayer’s dwelling or usual place ofis named on the NFTL.
A-A7. No. Such person is not the perpusiness is sufficient to start the 30-day _ _
son described in section 6321 and igeriod that commences the day after the (P) Entitiement to a Collection Due
therefore, not entitled to notice, but sucland of the five business day notificatior. '°c€SS (CDP hearing)(1) In general.
persons have other remedies. See A-Beriod within which the taxpayer may re/ [@xpayer is entitled to one CDP hearing
of paragraph (b) of this section. quest a CDP hearing. Actual receipt is ng¢ith respect to the first filing of a NFTL
Q-A8. Will the IRS give notification to g prerequisite to the validity of the notice (0" OF after January 19, 1999) for a given
the taxpayer when a subsequent NFTL is Q_A12. What if the taxpayer does nof@ period or periods with respect to the

filed for the same period or periods?  yeceive the CDP Notice because the IR&MCUNt Of unpaid tax shown on the NFTL

A-A8. Yes. If the IRS files an addi- 4ig not send that notice by certified of the taxpayer timely requests such a

tional NFTL with respect to the same taxggistered mail to the taxpayer’s lasp€aring. The taxpayer must request such

period or periods for which an originalyown address, or failed to leave it at the hearing during the 30-day period that

NFTL e e, e 175 il ) 0 welingor usulpiace of busess of mge 102 2 Y s e o f e
xpayer, and the taxpayer fails to reque . . .
filed. Not all such notices will, however, pay pay AUeRRS is required to provide the taxpayer

a CDP hearing with Appeals within the, . : .,
give rise to a right to a CDP hearing (seg ing wi PP with! with notice of the filing of the NFTL.

. . 0-day period commencing the day after 2) Ouestions and answerdhe ques-
pa(gi.g,;otgph|-(|k()))v\?f\,$||sns§$:22)ﬁon under the end of the five business day nOtiﬁcain(l’]S) gnd answers iIIustraté thg Drovi-
section 6320 be accomplished? tion period? . sions of this paragraph (b) as follows:

A-A9. The IRS will notify the tax- _~-AL2. A NFTL becomes effective gy |5 3 taxpayer entitled to a CDP
payer by letter. Included with this letter-Po" filing. The validity and priority of & pearing with respect to the filing of a
will be the additional information the IRsNFTL 1S not conditioned on notification NETy_ for a tax and tax period previously
is required to provide taxpayers as weffC N€ taxpayer pursuant to section 632Qpject to a CDP Notice in a different lo-
as, when appropriate, a Form 12153 Ré|'_herefore, the failure to notify the tax-cation?
qu,est for a Due Process Hearing. ‘ThRayer concerning the filing of a NFTL g1 No. Although the taxpayer wil
IRS may effect delivery of the letter (andf0€S not affect the validity or priority ofyeceive notice of each filing of the NFTL,
accompanying materials) in one of thred® NFTL. When the IRS determines thainder section 6320(b)(2), the taxpayer is
ways: by delivering the notice personallyt failed properly to provide a taxpayerentitied to only one CDP hearing under
to the taxpayer; by leaving the notice af/ith @ CDP Notice, it will promptly pro- section 6320 for each tax period with re-
the taxpayer’s dwelling or usual place o¥ide the taxpayer with a substitute CDRpect to the first filing of a NFTL that oc-
business; or by mailing the notice to thélotice and an opportunity to request @urs on or after January 19, 1999, with re-

taxpayer at his last known address by cefDP hearing. spect to an amount of unpaid tax.
tified or registered mail. (3) Examples.The following examples Accordingly, if the taxpayer does not
Q-A10. What must a CDP Noticelllustrate the principles of this paragraphimely request a CDP hearing with respect
given under section 6320 include? (a): to the first filing of a NFTL on or after
. A-A10. These nOti,Ces must include, in Example 1 H and W are jointly and severally li- Ja””a'.ry 19, ;'999’ for a given tax period
simple and nontechnical terms: able with respect to a jointly filed income tax returr@ P€riods with respect to an amount of
(i) The amount of unpaid tax. for 1996. IRS files a NFTL with respect to H and wunpaid tax, the taxpayer foregoes the right

(i) A statement concerning the tax-in County X on January 26, 1999. This is the firsto @ CDP hearing with Appeals and judi-
payer’s right to request a CDP hearind)FTL filed on or after January 19, 1999, for theircjal review of Appeals’s determination as
during the 30-day period that commencet?®6 liability. H and W will each be notified of the 15 the NFTL. Under such circumstances,

the day after the end of the five-day pe-I ing of the NFTL. a taxpayer, however, may request an

. . . ) Example 2. Employment taxes for 1997 are as- . . . .

riod described in section 6320(a)(2). sessed against ABC Corporation. A NFTL is fileg€dUivalent hearing as described in para-
(iii) The administrative appeals avail-against ABC Corporation for the 1997 liability in graph (i) of this section.

able to the taxpayer with respect to th€ounty X on June 5, 1998. ANFTL s filed against Q-B2. |s the taxpayer entitled to a

NFTL and the procedures relating to suchBC Corporation for the 1997 liability in County Y CDP hearing where a NFTL for a tax and

appeals. on June 17, 1999. The IRS will notity the ABC Cor-ay herind is filed on or after January 19,
. .. poration with respect to the filing of the NFTL in . . .

(iv) The statutory provisions and theCounty v 1999, in one recording office and a NFTL

procedures relating to the release of liens gxample 3.Federal income tax liability for 1097 Was previously filed in another recording

on property. is assessed against individual D. D buys an asseffice prior to that date?
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A-B2. Yes. Under section 6320(b)(2)dure included in section 6325(b)(4) of thenvolved; the tax period at issue; a state-
the taxpayer is entitled to a CDP hearingnternal Revenue Code or of any othement that the taxpayer requests a hearing
under section 6320 for each tax periogrocedures to which he is entitled. with Appeals concerning the filing of the
with respect to the first filing of a NFTL  (3) Examples.The following examples NFTL; and the reason or reasons why the
on or after January 19, 1999, with respedflustrate the principles of this paragraphaxpayer disagrees with the filing of the
to an amount of unpaid tax, whether otb): NFTL. Taxpayers are encouraged to use a
not a NFTL was filed prior to January 19, . . Form 12153 in requesting a CDP hearing
1999, for the same tax and tax period or EX@MPie 1.H and Ware jointly and severally Ii- o yhat giych a request can be readily iden-
. able with respect to a jointly filed income tax return’,
periods. for 1996. The IRS files a NFTL with respect to Htified and forwarded to Appeals. Taxpay-

Q-B3. When the IRS provides the taxand W in County X on January 26, 1999. This is th€lS may obtain a copy of Form 12153 by
payer with a substitute CDP Notice andirst NFTL filed on or after January 19, 1999, forcontacting the IRS office that issued the
the taxpayer timely requests a CDP heafheir 1996 liability. H and W are each entitled to acDP Notice or by calling, toll free, 1-800-
ing, is he entitled to a CDP hearing beforgDP hearing with respect to the NFTL filed ing5g 3676

ounty X.
Appeals? Example 2.Federal income tax liability for 1997 Q-C2. Must the request for the CDP

A-B3. Yes. Unless the taxpayer prois assessed against individual D. D buys an assdgaring be in writing?
vides the IRS a written withdrawal of theand puts it in individual E's name. ANFTL s fled A-C2. Yes. There are several reasons
request that Appeals conduct a CDP heaigainst D in County X on June 5, 1999, for D's fedywhy the request for a CDP hearing must
ing, the taxpayer is entitled to a CDPr3 income taxliability for 1997. On June 17, 1999 jn \yriting. First, the filing of a timely
h . bef A | Followi th a NF'I_'L for the same tax liability is filed in C‘ounty tf CDP h . is the first st
ear!ng elore ppgals. o OWIr?g eYagalnstE, as nominee of D. The IRS will give Di{eques ora .earlng IS the firs _Sep
hearing, Appeals will issue a Notice ofcpp Notice with respect to the NFTL filed in IN What may result in a court proceeding.
Determination, and the taxpayer is enticounty X. It will give D notification of the NFTL A written request will provide proof that
tled to seek judicial review of that Noticefiled in County Y. The IRS will not notify E of the the CDP hearing was requested and thus
of Determination. NFTL filed in County X. The IRS is not required to harmit the court to verify that it has juris-

Q-B4. If the IRS sends a second CD%OJ'L%hEEOIStZZ;"':ng?: tt:: Slf;tfzreg?n”gtguﬁty/\; gdiction over any subsequent appeal of the
Notice under section 6320 (other than @ o the person described in section 6321 (the tal¥Otice of Determination issued by Ap-
substitute CDP Notice) for a tax periothayer) who is named on the NFTL. peals. In addition, the receipt of the writ-
and with respect to an amount of unpaid ) ] ten request will establish the date on
tax for which a section 6320 CDP Notice (¢) Requesting a CDP hearirg(1) I which the periods of limitation under sec-
was previously sent, is the taxpayer entdeneral. Where a taxpayer is entitled to &jon 6502 (relating to collection after as-
tled to a second section 6320 CDEDP hearing under section 6320, such gessment), section 6531 (relating to crimi-
hearing? hearing must be requested during the 3¢3| prosecutions), and section 6532

A-B4. No. The taxpayer is entitled today period that commences the day aftgfe|ating to suits) are suspended as a result
only one CDP hearing under section 632the end of the five business day periogf the CDP hearing and any judicial ap-
for a tax and tax period set forth in avithin which the IRS is required to pro-peal. Moreover, because the IRS antici-
NFTL with respect to the first filing of a Vide the taxpayer with a CDP notice withpates that taxpayers will contact the IRS
NFTL that occurs on or after January 19fespect to the filing of the NFTL. office that issued the CDP Notice for fur-
1999. (2) Questions and answerslhe ques- ther information, for help in filling out

Q-B5. Is a nominee of, or a persorions and answers illustrate the proviForm 12153, or in an attempt to resolve
holding property of, the taxpayer entitledsions of this paragraph (c) as follows:  their liabilities prior to going through the
to a CDP hearing or an equivalent hear- Q-C1. What must a taxpayer do to ob€DP hearing process, the requirement of
ing? tain a CDP hearing? a written request should help to prevent

A-B5. No. Such person is not the per- A-C1l. The taxpayer must make a reany misunderstanding as to whether a
son described in section 6321 and igjuest in writing for a CDP hearing. ACDP hearing has been requested. If the
therefore, not entitled to a CDP hearing owritten request in any form, which re-information requested on Form 12153 is
an equivalent hearing (as discussed i@uests a CDP hearing, will be acceptablgurnished by the taxpayer, the written re-
paragraph (i) of this section). Such perThe request must include the taxpayer'guest will also help to establish the issues
son, however, may seek reconsiderationame, address, and daytime telephorfer which the taxpayer seeks a determina-
by the IRS office collecting the tax or fil-number, and must be signed by the taxion by Appeals.
ing the NFTL, an administrative hearingpayer or the taxpayer’s authorized repre- Q-C3. When must a taxpayer request a
before Appeals under its Collection Ap-sentative and dated. Included with th€DP hearing with respect to a CDP No-
peals Program, or assistance from the N&DP Notice will be a Form 12153, Re-ice issued under section 6320?
tional Taxpayer Advocate. However, anyuest for a Collection Due Process Hear- A-C3. A taxpayer must submit a writ-
such administrative hearing would not béng, that can be used by the taxpayer in réen request for a CDP hearing within the
a CDP hearing under section 6320 anduesting a CDP hearing. The Form 121530-day period that commences the day
any determination or decision resultingequests the following information: theafter the end of the five business day pe-
from the hearing would not be subject tdaxpayer’s name, address, daytime teleiod following the filing of the NFTL.
judicial review. Such person may alsgphone number, and taxpayer identificaAny request filed during the five business
avail himself of the administrative proce-tion number (SSN or TIN); the type of taxday period (before the beginning of the
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30-day period) will be deemed to be filecafter the end of the five business day notdune 25, 1999. Because the 30-day period expires
on the first day of the 30-day period. Thdication period, the taxpayer will forego©n July 24, 1999, a Saturday, individual A's written
period for submitting a written request forthe right to a CDP hearing under sectioffuest for @ CDP hearing will be considered tmely
. . . If it is properly transmitted and addressed to the IRS
a CDP hearing with respect to a CDP Noe320 with respect to the tax and tax Pej accordance with section 7502 and the regulations
tice issued under section 6320 is slightlyiod or periods shown on the CDP Noticethereunder no later than July 26, 1999.
different from the period taxpayers are alThe taxpayer may, however, request an Example 2. Same facts as iBxample 1except
lowed for submitting a written request forequivalent hearing. See paragraph (i) dfat individual A'is on vacation, outside the United
a CDP hearing with respect to a CDP Nothis section. States, or otherwise does not receive or read the
. . . CDP Notice until July 19, 1999. As in (i), individual
tice issued under section 6330. For a Q-C8. When must a taxpayer request gy, uniil July 26, 1999, to request a CDP hearing.
CDP Notice issued under section 6330CDP hearing with respect to a substitut@ individual A does not request a CDP hearing, indi-
the taxpayer must request a CDP hearir@DP Notice? vidual A may request an equivalent hearing as to the
within the 30-day period commencing the A-C8. A CDP hearing with respect to aNFTL at a later time. The taxpayer should make a
day after the date of the CDP Notice.  substitute CDP Notice must be requesterq;]'lte’eﬂsrtn;or an equivalent hearing at the earliest pos-
Q-C4. Hoyv will the timeliness of a in writing by the tgxpayer prior _to the en Example 3.Same facts as ifixample 2except
taxpayer’s written request for a CDP hearef the 30-day period commencing the daat individual A does not receive or read the CDP
ing be determined? after the date of the substitute CDP NoNotice until after July 26, 1999, and does not request
A-C4. The rules under section 7502ice. a hearing by July 26, 1999. Individual Ais not enti-
and the regulations under that section and Q-C9. Can taxpayers attempt to relied t© @ CDP hearing. Individual Amay request an
. . . . equivalent hearing as to the NFTL at a later time.
section 7_503 gnd the regulatlon.s undegolve the matter of the NFTL vv_|th an offi- . taxpayer should make a request for an equiva-
that section will apply to determine thecer or employee of the IRS office collecCtient hearing at the earliest possible time.
timeliness of the taxpayer’s request for &ng the tax or filing the NFTL either Example 4. Same facts as iExample 1except
CDP hearing, if properly transmitted andbefore or after requesting a CDP hearinge IRS determines that the CDP Notice mailed on
addressed as provided in A-C6 of this A-C9. Yes. Taxpayers are encouraged"® 18 1999, was not mailed to individual As last
h 2). to discuss their concerns with the IRS otjfn.own address. As soon as practicable after making
paragrap (C)( ) i S X o this determination, the IRS will mail a substitute
Q-C5. Is the 30-day period withinfice collecting the tax or filing the NFTL, cpp Notice to individual A at individual A's last
which a taxpayer must make a request faither before or after they request a CDkhown address, hand deliver the substitute CDP No-
a CDP hearing extended because the talxearing. If such a discussion occurs béice to individual A, or leave the substitute CDP No-
payer resides outside the United States?fore a request is made for a CDP hearinggi S""t 'I”r?c;‘i’\'/?d“ﬂlA:\f‘v‘i’lvler']';r:lgeOéouzgs”gcnf;feﬁg%
AC5 No. Section 6320 does not makéhe matter may be resc_)lved Wlthout the e day after the date of the substitute CDP No-
provision for such a circumstance. Acneed for Appeals consideration. HOWrsice within which to request a CDP hearing.
cordingly, all taxpayers who want a CDRever, these discussions do not suspend the
hearing under section 6320 must requestinning of the 30-day period that com- (d) Conduct of CDP hearing-(1) In
such a hearing within the 30-day periodnences the day after the end of the fivgeneral. If a taxpayer requests a CDP
that commences the day after the end dlusiness day notification period withinhearing under section 6320(a)(3)(B) (and
the five business day notification period. which the taxpayer is required to request @es not withdraw that request), the CDP
Q-C6. Where should the written re-CDP hearing, nor do they extend that 30hearing will be held with Appeals. The
quest for a CDP hearing be sent? day period. If discussions occur after théaxpayer is entitled to only one CDP hear-
A-C6. The written request for a CDPrequest for a CDP hearing is filed and théng for a tax and tax period set forth in a
hearing should be filed with the IRS of-taxpayer resolves the matter with the IRSIFTL under section 6320 with respect to
fice that issued the CDP Notice at the adsffice collecting the tax or filing the the first filing of a NFTL on or after Janu-
dress indicated on the CDP Notice. If thélFTL, the taxpayer may withdraw inary 19, 1999. To the extent practicable,
address of that office is not known, the rewriting the request that a CDP hearing bthe CDP hearing requested under section
quest may be sent to the District Directoconducted by Appeals. The taxpayer cad320 will be held in conjunction with any
serving the district of the taxpayer’s resialso waive in writing some or all of the re-CDP hearing the taxpayer requests under
dence or principal place of business. Ifjuirements regarding the contents of theection 6330. A CDP hearing will be con-
the taxpayer does not have a residence Nbtice of Determination. ducted by an employee or officer of Ap-
principal place of business in the United (3) Examples.The following examples peals who has had no involvement with
States, the request may be sent to the Dilustrate the principles of this paragraphespect to the tax for the tax period or pe-
rector, Philadelphia Service Center. (c): riods covered by the hearing prior to the
Q-C7. What will happen if the tax- Example 1ANFTL for a 1997 income tax liabil- first -CDP hearing under section 6320, or
payer dogs r_10t r_e'quesF a section 63%8 assessed against individual Ais filed in County gection 6_330, unless the taxpayer waives
CDP hearing in writing within the 30-day on june 17, 1999. The IRS mails a CDP Notice tiat requirement.
period that commences the day after thedividual As last known address on June 18, 1999. (2) Questions and answers he ques-
end of the five business day notificatiorindividual A has until July 26, 1999, a Monday, totions and answers illustrate the provi-
period? o e S et e g o of 5 paragraph (0) s fllows:
A-C7. If the tgxpaygr doe§ pot request ¢ e filing of the NFTL in County X expires on Q-D1. Under _what circumstances can
a CDP hearing in writing within the 30- 3yne 24, 1999. The 30-day period within which in@ taxpayer receive more than one CDP
day period that commences on the dagividual A may request a CDP hearing begins ofiearing with respect to a tax period?
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A-D1. The taxpayer may receive moreCDP hearing that is made by a taxpayer. (v) Any offers by the taxpayer for col-
than one CDP hearing with respect to Brior to the issuance of a determinatorection alternatives.
tax period where the tax involved is a difthe hearing officer is required to obtain (vi) Whether the continued existence of
ferent type of tax (for example, an emverification from the IRS office collecting the filed NFTL represents a balance be-
ployment tax liability, where the originalthe tax or filing the NFTL that the re-tween the need for the efficient collection
CDP hearing for the tax period involvedquirements of any applicable law or adef taxes and the legitimate concern of the
an income tax liability), or where theministrative procedure have been metaxpayer that any collection action be no
same type of tax for the same period is inFhe taxpayer may raise any relevant issumore intrusive than necessary.
volved, but where the amount of the taxelating to the unpaid tax at the hearing, Q-E2. When is a taxpayer entitled to
has changed as a result of an additionaicluding appropriate spousal defenseghallenge the existence or amount of the
assessment of tax for that period or an adhallenges to the appropriateness of thex liability specified in the CDP Notice?
ditional accuracy-related or filing delin-NFTL filing, and offers of collection al- A-E2. A taxpayer is entitled to chal-
quency penalty has been assessed. Tieegnatives. The taxpayer also may raisienge the existence or amount of the tax
taxpayer is not entitled to another CDRhallenges to the existence or amount difability specified in the CDP Notice if the
hearing if the additional assessment repréie tax liability specified on the CDP No-taxpayer did not receive a statutory notice
sents accruals of interest or accruals dice for any tax period shown on the CDRf deficiency for such liability or did not
penalties. Notice if the taxpayer did not receive atherwise have an opportunity to dispute
Q-D2. Will a CDP hearing with respectstatutory notice of deficiency for that taxsuch liability. Receipt of a statutory no-
to one tax period be combined with diability or did not otherwise have an op-tice of deficiency for this purpose means
CDP hearing with respect to another taportunity to dispute that tax liability. Fi- receipt in time to petition the Tax Court
period? nally, the taxpayer may not raise an issuf@r a redetermination of the deficiency as-
A-D2. To the extent practicable, athat was raised and considered at a pre\gerted in the notice of deficiency. An op-
hearing with respect to one tax periodus CDP hearing under section 6330 or iportunity to dispute a liability includes a
shown on the NFTL will be combinedany other previous administrative or judiprior opportunity for a conference with
with any and all other hearings to whicttial proceeding if the taxpayer partici-Appeals that was offered either before or
the taxpayer may be entitled with respegiated meaningfully in such hearing omfter the assessment of the liability.
to other tax periods shown on the NFTL. proceeding. Taxpayers will be expected Q-E3. Are spousal defenses subject to
Q-D3. Will a CDP hearing under secto provide all relevant information re-the limitations imposed under section
tion 6320 be combined with a CDP hearquested by Appeals, including financiab330(c)(2)(B) on a taxpayer’s right to
ing under section 63307 statements, for its consideration of thehallenge the tax liability specified in the
A-D3. To the extent practicable, afacts and issues involved in the hearing. CDP Notice at a CDP hearing?
CDP hearing under section 6320 will be (2) Spousal defensesA taxpayer may  A-E3. No. The limitations imposed
held in conjunction with a CDP hearingraise any appropriate spousal defenses atiader section 6330(c)(2)(B) do not apply
under section 6330. CDP hearing. To claim a spousal defeng® spousal defenses. A spousal defense
Q-D4. What is considered to be priounder section 6015, the taxpayer must daised under section 6015 is governed by
involvement by an employee or officer ofso in writing according to rules prescribedhat section; therefore any limitations
Appeals with respect to the tax and taky the Secretary. Spousal defenses raisadder section 6015 will apply.
period or periods involved in the hearing?inder section 6015 in a CDP hearing are Q-E4. May a taxpayer raise at a CDP
A-D4. Prior involvement by an em-governed in all respects by the provisionkearing a spousal defense under section
ployee or officer of Appeals includes par-of section 6015 and the procedures pr&015 if that defense was raised and con-
ticipation or involvement in an Appealsscribed by the Secretary thereunder. sidered in a prior judicial proceeding that
hearing (other than a CDP hearing held (3) Questions and answerd.he ques- has become final?
under either section 6320 or section 633@)ons and answers illustrate the provi- A-E4. No. Ataxpayer is precluded by
that the taxpayer may have had with resions of this paragraph (e) as follows: limitations under section 6015 from rais-
spect to the tax and tax period or periods Q-E1. What factors will Appeals con-ing a spousal defense under section 6015

shown on the NFTL. sider in making its determination? in a CDP hearing under these circum-
Q-D5. How can a taxpayer waive the A-E1. Appeals will consider the follow- stances.
requirement that the officer or employeéng matters in making its determination: Q-E5. What collection alternatives are

of Appeals had no prior involvement with (i) Whether the IRS met the require-available to the taxpayer?

respect to the tax and tax period or periments of any applicable law or adminis- A-E5. Collection alternatives would

ods involved in the CDP hearing? trative procedure. include, for example, withdrawal of the
A-D5. The taxpayer must sign a writ- (i) Any issues appropriately raised byNFTL in circumstances that will facilitate

ten waiver. the taxpayer relating to the unpaid tax. the collection of the tax liability, an in-
(e) Matters considered at CDP hear- (iii) Any appropriate spousal defensestallment agreement, an offer-in-compro-

ing—(1) In general. Appeals has the au-raised by the taxpayer. mise, the posting of a bond, or the substi-

thority to determine the validity, suffi- (iv) Any challenges made by the tax{ution of other assets.

ciency, and timeliness of any CDP Noticgayer to the appropriateness of the NFTL Q-E6. What issues may a taxpayer

given by the IRS and of any request for &ling. raise in a CDP hearing under section 6320
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if he previously received a notice undewithout the need for Appeals considerain all cases where a taxpayer has timely
section 6330 with respect to the same taion. Unless as a result of these discusequested a CDP hearing in writing. The
and tax period and did not request a CD8lons, the taxpayer agrees to withdraw itaxpayer may appeal such determinations
hearing with respect to that notice? writing the request that Appeals conduct enade by Appeals within 30 days after the
A-E6. The taxpayer may raise appro€DP hearing, Appeals will still issue adate of the Notice of Determination to the
priate spousal defenses, challenges to thotice of Determination. The taxpayerTax Court or a district court of the United
appropriateness of the NFTL filing, andcan, however, waive in writing Appeals’sStates, as appropriate.
offers of collection alternatives. The exisconsideration of some or all of the matters (2) Questions and answers'he ques-
tence or amount of the tax liability for theit would otherwise consider in making itstions and answers illustrate the provisions
tax and tax period specified in the CDRjetermination. of this paragraph (f) as follows:
Notice may be challenged only if the tax- Q-E8. Is there a time limit on the CDP Q-F1. What must a taxpayer do to ob-
payer did not already have an opportunitjiearings or on when Appeals must issuetain judicial review of a Notice of Deter-
to dispute that tax liability. Where theNotice of Determination? mination?
taxpayer previously received a CDP No- A-E8. No. Appeals will, however, at- A-F1. Subject to the jurisdictional lim-
tice under section 6330 with respect to thgampt to conduct CDP hearings as expeditations described in A-F2, the taxpayer
same tax and tax period and did not rejously as possible. must, within the 30-day period commenc-
quest a CDP hearing with respect to that Q-E9. Why is the Notice of Determi-ing the day after the date of the Notice of
earlier CDP Notice, the taxpayer alreadwation and its date important? Determination, appeal the determination
had an opportunity to dispute the exis- A-E9. The Notice of Determination Py Appeals to the Tax Court or to a dis-
tence or amount of the tax liability. will set forth Appeals’s findings and deci-trict court of the United States.

Q-E7. How will Appeals issue its de-sjons with respect to the matters set forth Q-F2. With respect to the relief avail-
termination? in A-E1 of this paragraph (e)(3). The dat@ble to the taxpayer under section 6015(b)
A-E7. () Taxpayers will be sent a datecyf the Notice of Determination establishe§" (€), what is the time frame within
Notice of Determination by certified orihe peginning date of the 30-day period’hich a taxpayer may seek Tax Court re-

registered mail. The Notice of Determiyithin which the taxpayer is permitted toViéW of Appeals’s determination follow-
nation will set forth Appeals’s findings seek judicial review of Appeals’s determiing a CDP hearing?
and decisions. It will state whether th,ation. A-F2. If the taxpayer seeks Tax Court
IRS met the requirements of any applica- (4) Examples. The following exam- review not only of Appeals’s denial of re-
blg law or adm|n|§trat|ve procedgre; 'tples illustrate the principles of this paraj|ef upder section 6Q15(b) or (c), but al§o
will resolve any issues approprlatelygraph (). of relief requested with respect to other is-
raised by the taxpayer relating to the un- sues raised in the CDP hearing, the tax-
paid tax; it will include a decision on any Example 1.The IRS sends a statutory notice ofpayer should request Tax Court review
appropriate spousal defenses raised by tAgficiency to the taxpayer at his last known addresg;ithin the 30-day period commencing the
taxpayer: it will include a decision on any?SSering a deficiency for the taxable year 1995. T%?ay after the date of the Notice of Deter-
! taxpayer receives the notice of deficiency in time to . .
challenges made by the taxpayer to th&uition the Tax Court for a redetermination of thdNination. If the taxpayer only seeks Tax
appropriateness of the NFTL filing; it will asserted deficiency. The taxpayer does not timekzourt review of Appeals’s denial of relief
respond to any offers by the taxpayer fofle a petition with the Tax Court. The taxpayer isunder section 6015(b) or (c), the taxpayer
collection alternatives; and it will addresgherefore precluded from challenging the existencghould request Tax Court review, as pro-
whether the continued existence of th%re:r?:]‘;”m of the tax liability in a subsequent CDRijaq py section 6015(e), within 90 days
filed NFTL represents a balance between Example 2. Same facts as iixample 1except of Appeals’s determination. If a request
the need for the efficient collection ofihe taxpayer does not receive the notice of deffor Tax Court review is filed after the 30-
taxes and the legitimate concern of theiency in time to petition the Tax Court. The tax-day period for seeking judicial review
taxpayer that any collection action be n@ayer is not, therefore, precluded from challenginginder section 6320, then only the tax-
more intrusive than necessary. The Ndhe existence or amount of the tax liability in a subpayer's section 6015(b) or (c) claims may
tice of Determination will also set forth *9Ue CDP hearing. pe reviewable by the Tax Court.

. Example 3. The IRS properly assesses a trus .
any agreements Appeals reached with thgng recovery penalty against the taxpayer. The IRs Q-F3. Where should a taxpayer direct
taxpayer, any relief given the taxpayeroffers the opportunity for a conference at which th@ request for judicial review of a Notice of
and any actions the taxpayer and/or thiexpayer would have the opportunity to dispute th®etermination?

IRS are required to take. Lastly, the Noliability. The taxpayer declines the opportunity to ~ A_F3_ |f the Tax Court would have ju-
tice of Determination will advise the tax-Pa"ticiPate in such a conference. The taxpayer isdiction over the type of tax specified in
L L . recluded from challenging the existence or amoun) . .
payer of his right to seek judicial reV|e\/\)§f the tax liability in a subsequent CDP hearing.  the CDP Notice (for example, income and
within 30 days of the date of the Notice of estate taxes), then the taxpayer must seel
Determination. (f) Judicial review of Notice of Deter-judicial review by the Tax Court. If the
(i) Because taxpayers are encouragetination—(1) In general. Unless the tax- tax liability specified in the CDP Notice
to discuss their concerns with the IRS ofpayer provides the IRS a written with-arises from a type of tax over which the
fice collecting the tax or filing the NFTL, drawal of the request that Appealdfax Court would not have jurisdiction,
certain matters that might have beenonduct a CDP hearing, Appeals is rethen the taxpayer must seek judicial re-
raised at a CDP hearing may be resolveglired to issue a Notice of Determinatiorview by a district court of the United
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States in accordance with Title 28 of thdy the taxpayer of the request for a CDits it to consider whether a change in the
United States Code. hearing or the determination resultingaxpayer’s circumstances affects its origi-
Q-F4. What happens if the taxpayefrom the CDP hearing becomes final byial determination. Where a taxpayer al-
timely appeals Appeals’s determination t@xpiration of the time for seeking reviewleges a change in circumstances that af-
the incorrect court? or reconsideration. In no event shall anfects Appeals’s original determination,

A-F4. If the court to which the tax- of these periods of limitation expire beforeAppeals may consider whether changed
payer directed a timely appeal of the Nothe 90th day after the day on which theircumstances warrant a change in its ear-
tice of Determination determines that théRS receives the taxpayer’s written withdier determination.
appeal was to the incorrect court (becauskawal of the request that Appeals conduct (2) Questions and answers'he ques-
of jurisdictional, venue or other reasons)a CDP hearing or there is a final determitions and answers illustrate the provisions
the taxpayer will have 30 days after theation with respect to such hearing. Thef this paragraph (h) as follows:
court’s determination to that effect withinperiods of limitation that are suspended Q-H1. Are the periods of limitation
which to file an appeal to the correcunder section 6320 are those which applsuspended during the course of any subse-
court. to the taxes and the tax period or periodguent Appeals consideration of the mat-

Q-F5. What issue or issues may the which the CDP Notice relates. ters raised by a taxpayer when the tax-
taxpayer raise before the Tax Court or be- Q-G2. For what period of time will the payer invokes the retained jurisdiction of
fore a district court if the taxpayer dis-periods of limitation under sections 6502Appeals under section 6330(d)(2)(A) or
agrees with the Notice of Determination?6531, and 6532 be suspended if the taxd)(2)(B)?

A-F5. In seeking Tax Court or districtpayer does not request a CDP hearing A-H1. No. Under section 6320(b)(2),
court review of Appeals’s Notice of De-concerning the filing of a NFTL, or thea taxpayer is entitled to only one section
termination, the taxpayer can only requestixpayer requests a CDP hearing, but h&320 CDP hearing with respect to the tax
that the court consider an issue that wagquest is not timely? and tax period or periods specified in the
raised in the taxpayer’'s CDP hearing. A-G2. Under either of these circum-CDP Notice. Any subsequent considera-

(9) Effect of request for CDP hearingstances, section 6320 does not provide ftion by Appeals pursuant to its retained
and judicial review on periods of limita- a suspension of the periods of limitation. jurisdiction is not a continuation of the
tion—(1) In general. The periods of limi- ~ (3) Examples. The following exam- original CDP hearing and does not sus-
tation under section 6502 (relating to colples illustrate the principles of this parapend the periods of limitation.
lection after assessment), section 653draph (g). Q-H2. Is a decision of Appeals result-
(relating to criminal prosecutions), and ) o ing from a retained jurisdiction hearing
section 6532 (relating to suits) are S“%rofxeeérgfiifﬂzz period of limitation under sec- appealable to the Tax Court or a district
. . pect to the taxpayer’s tax perio
pended until the date the IRS receives thgieq in the NFTL will expire on August 1, 1999. COUrt?
taxpayer’'s written withdrawal of the re-The IRS sent a CDP Notice to the taxpayer on April A-H2. No. As discussed in A-H1, a
quest for a CDP hearing by Appeals or th&o, 1999. The taxpayer timely requested a CDBaxpayer is entitled to only one section
determination resulting from the CDPhearing. The IRS received this request on May 15320 CDP hearing with respect to the tax
hearing becomes final by expiration of thg%%%: ApPeals sends the taxpayer its determinatiof, y 14y nariod or periods specified in the

. . . . on June 15, 1999. The taxpayer timely seeks judi- . S
time for seeking review or reconsideragy review of that determination. The period of Iim_bDP Notice. Only determinations result-

tion. In no event shall any of these periiation under section 6502 would be suspended froifig from CDP hearings are appealable to
ods of limitation expire before the 90thMay 15, 1999, until the determination resulting fronthe Tax Court or a district court.

day after the date on which the IRS rethat hearing becomes final by expiration of the time  (j) Equivalent hearing—(1) In general.
ceives the taxpayer’s written withdrawaf°" Se.e't"”g re‘t"e‘:v Oggegons'derat'on before the apa {4y payer who fails to make a timely re-
of the request that Appeals conduct a CD’EOE;ZEPTS uzr ’SF;;Z fact:y;' ifixample 1except duest for a CDP hearing is not entitled to
hearing or the determination with respeghe taxpayer does not seek judicial review of Ap@ CDP hearing. Such a taxpayer may nev-
to such hearing becomes final upon exppeals’s determination. Because the taxpayer rertheless request an administrative hear-
ration of the time for seeking review orquested the CDP hearing when fewer than 90 dayag with Appeals, which is referred to

; ; ined on the period of limitation, the period of ; « ; ; "
reconsideration. remaine herein as an “equivalent hearing.” The
limitation will be extended to October 13, 1999 (90 q 9

(2) Questions and answershe ques- days from July 15, 1999). equivalent hearing will be held by Ap-
tions and answers illustrate the provisions peals and will generally follow Appeals
of this paragraph (g) as follows: (h) Retained jurisdiction of Appeals procedures for a CDP hearing. Appeals

Q-G1. For what period of time will the (1) In general. The Appeals office that will not, however, issue a Notice of De-
periods of limitation under sections 6502makes a determination under section 632@rmination. Under such circumstances,
6531, and 6532 remain suspended if thetains jurisdiction over that determina-Appeals will issue a Decision Letter.
taxpayer timely requests a CDP hearingon, including any subsequent adminis- (2) Questions and answers’he ques-
concerning the filing of a NFTL? trative hearings that may be requested hions and answers illustrate the provisions

A-G1. The suspension period comithe taxpayer regarding the NFTL and angf this paragraph (i) as follows:
mences on the date the IRS receives tloellection actions taken or proposed with Q-11. What issues will Appeals con-
taxpayer’s written request for a CDP hearrespect to Appeals’s determination. Oncsider at an equivalent hearing?
ing. The suspension period continuea taxpayer has exhausted his other reme-A-I1. In an equivalent hearing, Ap-
until the IRS receives a written withdrawaldies, Appeals’s retained jurisdiction perpeals will consider the same issues that it
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would have considered at a CDP hearing Donald C. Lubick, Prior to January 1, 1983, the IRS was

on the same matter. Assistant Secretary of only required to notify a taxpayer of its
Q-12. Are the periods of limitation the Treasury. intention to levy in the case of proposed
under sections 6502, 6531, and 6532 sus- levies on salary or wages. Section

pended if the taxpayer does not timely rel-1€d by the Office of the Federal Register on Janug331 (4) was amended as a part of the Tax
heari di bse uemi)r/v 19, 1999, 10:36 a.m., and published in the 'SS'E uity and Fiscal Responsibility Act of
quest a CDP hearing and is su q the Federal Register for January 22, 1999, 64 F. quity p y

given an equivalent hearing? 3398) 1982 (TEFRA). The TEFRA amendment

A-12. No. The suspension period pro- required the IRS to give a taxpayer a no-
vided for in section 6330(e) relates only tice of its intention to levy, in non-jeop-
to hearings requested within the 30-dagection 6330.—Notice and ardy situations, before any levy was made
period that commences on the day aftq®pportunity for Hearing Before ~ upon the salary, wages, or other property
the end of the five business day periolievy of the taxpayer. The legislative history of
following the filing of the NFTL, that is, the TEFRA amendment recognized that,
CDP hearings. ﬁG CFR 391-63170—1? Notice and opportunity for - glthough a single notice of intent to levy

Q-13. Wil collection action, including "™ Prior to lev (temporary). relating to all property would be suffi-
the filing of additional NFTLs, be sus-T.D. 8809 cient, the IRS was not precluded from
pended if a taxpayer requests and receives sending multiple notices of intention to
an equivalent hearing? DEPARTMENT OF THE TREASURY levy.

A-13. Collection action is not required Internal Revenue Service Under section 6331(a), the IRS may
to be suspended. Accordingly, the dec26 CFR Part 301 levy upon a taxpayer’s property and rights
sion to take collection action during the . to property if a taxpayer fails to pay a tax
pendency of an equivalent hearing will pdNotice and Opportunity for liability. Exemptions from levy are pro-
determined on a case-by-case basis. Abearing Before Levy vided for certain property under section
peals may request the IRS office with re-, _ . 6334(a). The first step toward levy gener-
sponsibility for collecting the taxes to susﬁsg)NﬁZésd?temal Revenue Serwcea”y occurs when the |R5_ provides a tax-
pend all or some collection action or to ' Y- payer with a written notice and demand
take other appropriate action if it deteracTION: Temporary regulations. for payment. Under section 6303, a no-
mines that such action is appropriate or tice and demand is a notice which states
necessary under the circumstances.  SUMMARY: This document contains that the tax has been assessed and de

Q-14. What will the Decision Letter temporary regulations relating to the promands that payment be made. If, in non-
state? vision of notice to taxpayers of a right to deopardy situations, the taxpayer fails to

A-14. The Decision Letter will gener- hearing before levy. The regulations imPay the tax within 10 days after notice and
ally contain the same information as ®lement certain changes made by sectiéftmand, the IRS may seize a taxpayer's
Notice of Determination. 3401 of the Internal Revenue Service Rgroperty or rights to property 30 days

Q-15. Will a taxpayer be able to obtainstructuring and Reform Act of 1998. Theyafter sending the taxpayer a notice re-
court review of a decision made by Ap-affect taxpayers against whose propertguired under section 6331(d), called a
peals with respect to an equivalent heathe IRS intends to levy. The text of thesdlotice of Intent to Levy. Although the
ing? regulations also serves as the text of tHeotice and demand and the Notice of In-

A-I5. Section 6320 does not authoriz®roposed regulations set forth irféntto Levy may be combined and sent at
a taxpayer to appeal the decision of APREG-117620-98, page 59 in this Bulletinth® same time under Treas. Reg.

peals with respect to an equivalent hear- §301.6331-2(a)(1), under current practice

ing. A taxpayer may under certain cir PATES: This regulation is effective Jan-these two notices are usually sent sepa-

cumstances be able to seek Tax Cout@ry 19, 1999. rately. Generally, the notice and demand

; ) ; ; i t first and, as the second step in the
review of Appeals’s denial of relief under, IS Sen ’ )
section 6015(b) or (C) Such review mu FOR FURTHER INFORMATION CON- |evy process, the Notice of Intent to Levy

N . ACT: D. Sekula (202) 622-361 ' i it-
be sought within 90 days of the issuanc o?atgltle-;?ergenumst;r)u a(202) 622-36 ?s;eint ata Ia;cjer t|trrrl1e Thz_II?S |s_perm|tf
of Appeals’s determination on those is- ' €d 1o proceed with Immediale Seizure o

; ; a taxpayer’s property or rights to propert
sues, as provided by section 6015(e). SUPPLEMENTARY INFORMATION: witholfjtyregar% tg th)é 10-gay Wair::ingp pe>-l
() Effective date.This section is ap-

plicable with respect to any filing of aBackground riod if it determines that the collection of

the tax is in jeopardy.
NFTL on or after January 19, 1999, and . . . .
before January 22, 2002. This document contains amendments to Under section 6331(d), the Notice of

the Procedure and Administration Regulaintent to Levy must contain a brief state-
Robert E. Wenzel, tions (26 CFR part 301) that reflect thenent, in simple, nontechnical terms, that

Deputy Commissioner of addition of section 6330 to the Internakets forth (A) the statutory provisions re-

Internal Revenue. Revenue Code made by section 3401 ¢dting to the levy and sale of property, (B)

the Internal Revenue Service Restructuthe procedures applicable to the levy and

Approved January 13, 1999. ing and Reform Act of 1998 (RRA). sale of property, (C) the administrative
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appeals available to the taxpayer with revide a number of notices to a taxpayer baurn receipt requested, to the taxpayer’s
spect to levy and sale and the procedurésre levying upon the taxpayer’s propertylast known address at least 30 days prior
relating to those appeals, (D) the alterna- Under the procedures the IRS is adopte the first proposed levy action with re-
tives available to taxpayers that could preng to implement section 6330, the levyspect to the amount of the unpaid tax for
vent levy on the property (including in-process will continue to begin with is-the tax period. The temporary regulations
stallment agreements), (E) the statutorguance to the taxpayer of a written noticalso provide procedures to be followed in
provisions relating to redemption of prop-and demand for payment. Absent a jeophe event the notification, if mailed, is not
erty and the release of liens on propertyrdy determination, a taxpayer who failsnailed to the taxpayer’s last known ad-
and (F) the procedures applicable to thg pay the tax specified in the notice andress. In jeopardy situations and in cases
redemption of property and the release efemand within 10 days after notice antgvhere a levy is made on a State tax re-
alien on property. The Notice of Intent tademand may, in addition to other noticefund, notification to the taxpayer of a
Levy must be given in person, left at thguch as the annual notice of tax delinfight to a hearing is not required to be
taxpayer’s dwelling or usual place ofquency required under section 7524, bgiven until the levy action has actually oc-
business, or sent by registered or certifiegent an Urgent Notice. The Urgent Notic€urred. The temporary regulations set
mail to the taxpayer’s last known addressyill inform the taxpayer that the IRS mayforth the procedures to be followed for
Prior to January 19, 1999, the IRS gentevy upon a taxpayer’s State tax refundhaking the required pre-levy and post-
erally complied with the requirements ofafter 30 days from the date of that noticdevy notifications.
section 6331(d) by giving the taxpayer arhjs Urgent Notice will include all infor- ~ Both such notifications must (A) set
Final Notice of Intent to Levy, and en-mation required under section 6331(dforth the amount of unpaid tax, (B) notify
closing certain IRS publications whichang will constitute the notice requiredhe taxpayer of the right to request a hear-
explain the law, IRS levy and redemptionnger that section. Accordingly, the Uring within the 30-day period that com-
procedures, administrative appeagent Notice will also begin the ten-daymences the day after the date of notifica-
processes and procedures, and varioWariod leading to an increase in the failurlion. (C) indicate, as appropriate, that the
collection alternatives. to pay penalty prescribed by sectiodRS has levied or plans to levy, and (D)
Section 6330 provides that, excep6651(d)_ describe the rights of the taxpayer with re-
when the Secretary finds that collection of These temporary regulations imp|e_spect to such action, including a brief
the tax is in jeopardy or a levy is issued t@,ant the provisions of section 6330 angtatement which explains (1) the provi-
collect State tax refunds due to the taxy, s set forth the procedures the IRS wifions of the Internal Revenue Code
payer, no levy may be made on or aftgg o regarding notice to taxpayers of 4Code) relating to levy and sale of prop-
January 19, 1999, unless the Secretary ”t‘?ght to a hearing before Appeals, the pro@rty, (2) the procedures applicable to the
tifies the taxpayer in writing of a right to a5 4 ,res that will be followed at thosd€VY and sale of property under the Code,
hearing before the IRS Office of Appeal%earings, judicial review of the determi—(3) the administrative appeals available to
(Appeals) with respect to the unpaid ta ations reached at the hearings, and t Iée taxpayer with respect to such levy and
for the tax period. When the Secreta%uspensions of various periods O’f Iimita_sale and the procedures relating to such
has found jeopardy exists and in cas ®n as a result of a timely request for gppeals, (4) the alternatives available to
where a levy is made on a State tax r?{earing. The legislative history accomp taxpayers which might forestall future
fund, the taxpayer will be given notice o evies on property (including installment

. : ing RRA al lains th X
a right to, and the opportunity for, a hear.rJyIng also explains that Congres greements under section 6159), and (5)

) L . intended the IRS to grant an equivalen -
ing within a reasonable time after the lev¥1earing to taxpayers who do not requesttae provisions of the Code and procedures
action has actually occurred. hearing under sgction 6330 within the 30r_elating to redemption of property and re-

Except when it determines that coIIecaa egriod following the date of notifica-lease of liens on property.
tion of the tax is in jeopardy or it levies o io)rlwp H Conf R% No. 599 105th Unless the taxpayer withdraws the re-
State tax refunds, the IRS is prohibite ) | b i ’ rﬁ_uest that Appeals conduct a hearing
hen the taxpayer has made a timely re-

. ) ong., 2d Sess. 266 (1998). These te
from levying upon the taxpayer's prop- orary regulations set forth the procedura
erty or rights to property until 30 daysp yreg P quest for a collection due process hearing,

after providing the taxpayer with the no_requwements and rules that will gove”}kppeals will hold one section 6330 col-

tice of a right to a hearing before Appealst.he conduct of such an equivalent hearmgection due process hearing (CDP hear-
If the taxpayer requests such a hearingyplanation of Provisions ing) with respect to the tax and tax period
the IRS is, in the absence of jeopardy, or periods specified in the collection due
prohibited from levying upon the tax- The temporary regulations provideprocess notice (CDP Notice). The tax-
payer’s property until the determinatiorthat, except in the case of jeopardy levigsayer is entitled to have a hearing con-
reached by Appeals becomes final. or levies on State tax refunds, the IRSucted by an Appeals officer who has had
In order to implement the provisions ofmust notify the taxpayer of its intention tono prior involvement with the unpaid tax
section 6330, the IRS is going to modifylevy prior to issuing a levy. The notifica-that is the subject of the hearing. This re-
the procedures it follows leading up to théion under section 6330 may be given imuirement, however, can be waived by the
issuance of a levy. In the absence of a dperson, left at the taxpayer’s dwelling otaxpayer in writing. A taxpayer may seek
termination that collection of the taxes igisual place of business, or sent to the tajudicial review of an Appeals determina-
in jeopardy, the IRS will continue to pro-payer by certified or registered mail, retion issued with respect to a CDP hearing.
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Hearings with respect to levies may ban “equivalent hearing”) the IRS will pro-tors of service centers, and the Assistant
held in conjunction with hearings undewide to taxpayers who do not timely re<Commissioner (International), or their
section 6320, involving liens. quest a hearing under section 6330. successors, are required to provide per-
If the taxpayer timely requests a CDP ) sons upon whose property or rights to
hearing, the periods of limitation relatingSPecial Analyses property the IRS intends to levy on or
to collection after assessment, relating to |t has been determined that this Treaafter January 19, 1999, notice of that in-
criminal prosecution, and relating to suit$ury decision is not a significant regulatention and to give them the right to, and
are suspended until the suspension englsry action as defined in Executive Ordethe opportunity for, a pre-levy Collection
as a result of the taxpayer’s withdrawal 0i2866. Therefore, a regulatory asses®ue Process hearing (CDP hearing) with
the request for a CDP hearing or until thenent is not required. It has also been déhe Internal Revenue Service Office of
determination reached at the CDP hearingrmined that section 553 (b) of the AdAppeals (Appeals). This Collection Due
becomes final by the expiration of theministrative Procedure Act (5 U.S.C.Process Hearing Notice (CDP Notice)
time for seeking review or reconsiderachapter 5) does not apply to these regulaust be given in person, left at the
tion before the appropriate court. Prior tgions. For the applicability of the Regula-dwelling or usual place of business of
issuance of the Appeals determinationory Flexibility Act (5 U.S.C. chapter 6) such person, or sent by certified or regis-
the Appeals officer must verify that allrefer to the Special Anayses section of theered mail, return receipt requested, to
legal and administrative requirementgreamble to the cross reference notice elich person’s last known address.
pertaining to the proposed levy have beefroposed rulemaking published in the (2) Exceptions—(i) State tax refunds.
met. The temporary regulations furtheproposed Rules section of this issue of thection 6330 does not require the IRS to
discuss the types of issues that may @rederal Register. Pursuant to section provide the taxpayer a notification of the
may not be raised at the CDP hearingzgos (f) of the Internal Revenue Codetaxpayer's right to a CDP hearing prior to
The types of issues that may be raised @iis temporary regulation will be submit-issuing a levy to collect State tax refunds
the hearing include appropriate spousaéd to the Chief Counsel for Advocacy obwing to the taxpayer. However, the dis-
defenses; challenges to the appropriatghe Small Business Administration fortrict director, the service center director,
ness of collection actions; collection altercomment on its impact on small businessand the Assistant Commissioner (Interna-

natives; and challenges to the existence or . : :
' , . tional), or their successors, are required to
iabili ified i Drafting Information ) " . ’
amount of the liability specified in the g give notice of the right to, and the oppor-

CDP Notice. An issue may not be raised o, principal author of this regulationtunity for, a CDP hearing with Appeals

at the CDP hearing if the issue was ralgezlg Jerome D. Sekula, Office of Assistanwith respect to the tax liability for the tax
and considered at a previous hearin

. "M8hief Counsel (General Litigation). period for which the levy on the State tax
under section 6320 or any other previou
- . oo .~ "However, other personnel from the IRSefund was made on or after January 19,
administrative or judicial proceeding in i ) o )
: . . ..and Treasury Department participated id999, within a reasonable time after the
which the taxpayer meaningfully partici-. e
its development. levy has occurred. The notification re-

pated. Challenges to the existence or ired to be ai followi |
amount of the tax liability specified in the X ok ok ok quired to be given following a levy on a
State tax refund is referred to as a post-

CDP Notice may be raised only if the tax- . .
payer did not receive a statutory notice ofdoption of Amendments to the levy CDP Notice.

deficiency for such liability or did not Regulations (i) Jeopardy. Section 6330 does not

. . . require the IRS to provide the taxpayer a
otherwise have an opportunity to dispute Accordingly, 26 CFR part 301 isnoqtification of the ?axpayer’s righri t{) a

such liability. .

FoIIowinz;/ the CDP hearing, the Ap_amended as follows: CDP hearing prior to levy when there has
peals officer will issue a Notice of Deter-PART 301—PROCEDURE AND been a determination that collection of the
mination, which can be appealed to th@DMINISTRATION tax is in jeopardy. However, the district
United States Tax Court or a district court director, the service center director, and

of the United States by filing an appropri- Paragraph 1. The authori_ty citation fothe Assistant Commissioner (Interna-

ate pleading with the court that has jurisPa 301 continues to read in part as fokional), or their successors, are required to
diction over the type of tax involved/OWs: provide notice of the right to, and the op-
within 30 days of the date of the determi- Authority: 26 U.S.C. 7805 * * * portunity for, a CDP hearing with Appeals

nation. The temporary regulations dis- Par- 2. Section 301.6330-1T is addefb the taxpayer with respect to any such
cuss the content of the Notice of DetermiUnder the undesignated centerheadingvy issued on or after January 19, 1999,
nation and the rules for obtaining judicial S€izure of Property for Collection of within a reasonable time after the levy has

review. The temporary regulations alsd@x€S” to read as follows: occurred. The notification required to be
provide guidance as to the extent to whic§301_6330_1-|- Notice and opportunity fc)rgiven following a jeopardy Ievy_is also re-
the Appeals officer will retain jurisdiction hearing prior to levy (temporary). ferred to as post-levy CDP Notice.

with respect to the determination. (3) Questions and answerd he ques-

Lastly, the temporary regulations pro- (a) Notification—(1) In general. Ex- tions and answers illustrate the provisions
vides rules and procedures with respect ept as specified in paragraph (a)(2) of this paragraph (a) as follows:
the administrative hearing (referred to athis section, the district directors, direc- Q-Al. Who is the “person” to be noti-
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fied under section 6330? with respect to a tax and tax period. If théevy and sale of property;

A-Al. Under section 6330(a)(1), a pretaxpayer has not received a pre-levy CDP (C) The administrative appeals avail-
levy or post-levy CDP Notice is only re-Notice and the IRS levies on a State taable to the taxpayer with respect to levy
quired to be given to the person whoseefund or issues a jeopardy levy on oand sale and the procedures relating to
property or right to property is intended taafter January 19, 1999, the IRS will prothose appeals;
be levied upon, or, in the case of a levyide a post-levy CDP Notice to the tax- (D) The alternatives available to tax-
made on a State tax refund or in the cagayer within a reasonable time after thgtayers that could prevent any further

of a jeopardy levy, the person whosdevy. levies on the taxpayer’s property (includ-
property or right to property was levied Q-A6. What must the pre-levy CDPing installment agreements);
upon. The person described in sectioNotice include? (E) The statutory provisions relating to

6330(a)(1) is the same person described A-A6. Pursuant to section 6330(a)(3)redemption of property and the release of
in section 6331(a). Pursuant to sectiothe notification must include, in simpleliens on property; and

6331(a), notice is to be given to the perand nontechnical terms: (F) The procedures applicable to the re-
son liable to pay the tax due after notice (i) The amount of the unpaid tax. demption of property and the release of
and demand who refuses or neglects to (ii) Notification of the right to a hear- liens on property.
pay (hereinafter referred to as the taxng. Q-A8. How will this pre-levy or post-
payer). (iif) A statement that the IRS intends tdevy notification be accomplished?

Q-A2. Will the IRS notify a known levy. A-A8. (i) The IRS will notify the tax-

nominee of, a person holding property of, (iv) The taxpayer’s rights with respectpayer by means of a pre-levy CDP Notice

or a person who holds property subject tto the levy action, including a brief state-or a post-levy CDP Notice, as appropri-

a lien with respect to the taxpayer of itsnent that sets forth— ate. The additional information IRS is re-

intention to issue a levy? (A) The statutory provisions relating toquired to provide, together with Form
A-A2. No. Such a person is not thehe levy and sale of property; 12153, Request for a Collection Due

person described in section 6331(a), but (B) The procedures applicable to thé’rocess Hearing, will be included with

such persons have other remedies. Seel&vy and sale of property; that Notice. The IRS may effect delivery

B5 of this paragraph (a)(3). (C) The administrative appeals availof a pre-levy CDP Notice (and accompa-
Q-A3. Will the IRS give notification able to the taxpayer with respect to levyying materials) in one of three ways:

for each tax and tax period it intends to inand sale and the procedures relating to (A) By delivering the notice personally

clude or has included in a levy issued othose appeals; to the taxpayer.

or after January 19, 1999? (D) The alternatives available to tax- (B) By leaving the notice at the tax-
A-A3. Yes. The notification of intent payers that could prevent levy on thg@ayer’s dwelling or usual place of busi-

to levy or of the issuance of a jeopardy oproperty (including installment agree-ness.

State tax refund levy will specify each taxnents); (C) By mailing the notice to the tax-

and tax period that will be or was in- (E) The statutory provisions relating topayer at the taxpayer’s last known address

cluded in the levy. redemption of property and the release dfy certified or registered mail, return re-
Q-A4. Will the IRS give notification to liens on property; and ceipt requested.

a taxpayer with respect to levies for a tax (F) The procedures applicable to the re- (ii) The IRS may effect delivery of a

and tax period issued on or after Januagemption of property and the release gfost-levy CDP Notice (and accompany-

19, 1999, even though the IRS had issudigns on property. ing materials) in one of three ways:
a levy prior to January 19, 1999, with re- Q-A7. What must the post-levy CDP (A) By delivering the notice personally
spect to the same tax and tax period? Notice include? to the taxpayer.

A-A4. Yes. The IRS will provide ap- A-A7. Pursuant to section 6330(a)(3), (B) By leaving the notice at the tax-
propriate pre-levy or post-levy notifica-the notification must include, in simplepayer’s dwelling or usual place of busi-

tion to a taxpayer regarding the first levyand nontechnical terms: ness.

it intends to issue or has issued on or after (i) The amount of the unpaid tax. (C) By mailing the notice to the tax-
January 19, 1999, with respect to a tax (ii) Notification of the right to a hear- payer at the taxpayer’s last known address
and tax period, even though it had issuedg. by certified or registered mail.

a levy with respect to that same tax and (iii) A statement that the IRS has levied Q-A9. What are the consequences if
tax period prior to January 19, 1999. upon the taxpayer’'s State tax refund athe taxpayer does not receive or accept
Q-A5. When will the IRS provide this has made a jeopardy levy on property dhe notification which was properly left at
notice? rights to property of the taxpayer, as apthe taxpayer’s dwelling or usual place of
A-A5. Pursuant to section 6330(a)(1)propriate. business, or properly sent by certified or

beginning January 19, 1999, the IRS will (iv) The taxpayer’s rights with respectregistered mail, return receipt requested,
give a pre-levy CDP Notice to the tax-o the levy action, including a brief stateto the taxpayer’s last known address?

payer of its intent to levy on property orment that sets forth— A-A9. Notification properly sent to the
rights to property, other than State tax re- (A) The statutory provisions relating totaxpayer’s last known address or left at
funds and in jeopardy levy situations, athe levy and sale of property; the taxpayer’s dwelling or usual place of

least 30 days prior to the first such levy (B) The procedures applicable to thdusiness is sufficient to start the 30-day
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period within which the taxpayer may re-CDP hearing when the IRS, more than 3@ith respect to the taxpayer?
quest a CDP hearing. Actual receipt is natays after issuance of a CDP Notice with A-B5. No. Such person is not the per-
a prerequisite to the validity of the noticerespect to a tax period, provides subseson described in section 6331(a) and is,

Q-A10. What if the taxpayer does noguent notice to that taxpayer that it intherefore, not entitled to a CDP hearing or
receive the CDP Notice because the IR&nds to levy on property or rights toan equivalent hearing (as discussed in
did not send that notice by certified omproperty of the taxpayer for the same taparagraph (i) of this section). Such per-
registered mail to the taxpayer’s lasand tax period shown on the CDP Notice8on, however, may seek reconsideration
known address, or failed to leave it at the A-B2. No. Under section 6330, onlyby the IRS office collecting the tax, assis-
dwelling or usual place of business of théhe first pre-levy or post-levy Notice withtance from the National Taxpayer Advo-
taxpayer, and the taxpayer fails to requesgéspect to liabilities for a tax and tax peeate, or an administrative hearing before
a CDP hearing with Appeals within theriod constitutes a CDP Notice. If the taxAppeals under its Collection Appeals Pro-
30-day period commencing the day aftepayer does not timely request a CDP heagram. However, any such administrative
the date of the CDP Notice? ing with Appeals following that first hearing would not be a CDP hearing

A-A10. When the IRS determines thanotification, the taxpayer foregoes thainder section 6330 and any determination
it failed properly to provide a taxpayerright to a CDP hearing with Appeals andr decision resulting from the hearing
with a CDP Notice, it will promptly pro- judicial review of Appeals’s determina-would not be subject to judicial review.
vide the taxpayer with a substitute CDRion with respect to collection activity re- (c) Requesting a CDP hearirg(1) In
Notice and provide the taxpayer with adating to that tax and tax period. The IRQeneral. Where a taxpayer is entitled to a
opportunity to request a CDP hearing. generally provides additional notices olCDP hearing under section 6330, such a

(4) Examples.The following examples reminders (reminder notifications) to thehearing must be requested during the 30-
illustrate the principles of this paragraphiaxpayer of its intent to levy when no col-day period that commences that day after
(a): lection action has occurred within 18Qhe date of the CDP Notice.

, _days of a proposed levy. Under such cir- (2) Questions and answerd he ques-

Example 1.Prior to January 19, 1999, the IRS is- . . ..
sues a continuous levy on a taxpayer's wages anymstances a taxpayer, h_owever, may reons_ and answers illustrate the provisions
levy on that taxpayer’s fixed right to future pay-du€st an equivalent hearing as described this paragraph (c) as follows:
ments. The IRS is not required to release either lexifd paragraph (i) of this section. Q-C1. What must a taxpayer do to ob-
on or after January 19, 1999, until the requirements Q-B3. When the IRS provides a taxtain a CDP hearing?
of section 6343(a)(1) are met. The taxpayer is r“Fayer with a substitute CDP Notice and A-C1. (i) The taxpayer must make a
entitled to a CDP Notice or a CDP hearing unde . . L. .
section 6330 with respect to either levy because bo_pe tf_ixpayer timely reque_sts a CDP hearequest in ertlng_ for a CDP hear_lng. A
levy actions were initiated prior to January 19, 1090919, IS the taxpayer entitled to a CDRwritten request in any form which re-

Example 2.The same facts as Example 1ex- Hearing before Appeals? quests a CDP hearing will be acceptable.
cept the IRS intends to levy upon a taxpayer's bank A-B3. Yes. Unless the taxpayer proThe request must include the taxpayer’s
?Ccogztg: or aﬂerlJa”“CaéyPl’\?'t_lggg'_tghe taXptag’?ides the IRS a written withdrawal of thename, address, and daytime telephone
Itsr;li:rg)lro?)osgdang;]:\\g otiee with respec Orequest that Appeals conduct a CDP heanumber, and must be signed by the tax-

ing, the taxpayer is entitled to a CDPRpayer or the taxpayer’s authorized repre-

(b) Entittement to a CDP hearirg(1) hearing before Appeals. Following thesentative and dated. Included with the
In general. A taxpayer is entitled to one hearing, Appeals will issue a Notice ofCDP Notice will be a Form 12153, Re-
CDP hearing with respect to the tax and taRetermination, and the taxpayer is entiguest for a Collection Due Process Hear-
period covered by the pre-levy or post-levyled to seek judicial review of that Noticeing, that can be used by the taxpayer in re-
CDP Notice provided the taxpayer. Thef Determination. questing a CDP hearing. The Form 12153
taxpayer must request such a hearing Q-B4. If the IRS sends a second CDIPequests the following information:
within the 30-day period commencing orNotice under section 6330 (other than a (A) The taxpayer’'s name, address, day-
the day after the date of the CDP Notice. substitute CDP Notice) for a tax period andime telephone number, and taxpayer

(2) Questions and answerd he ques- with respect to an amount of unpaid tax foidentification number (SSN or TIN).
tions and answers illustrate the provisionghich a section 6330 CDP Notice was pre- (B) The type of tax involved.
of this paragraph (b) as follows: viously sent, is the taxpayer entitled to a (C) The tax period at issue.

Q-B1. Is the taxpayer entitled to asecond section 6330 CDP hearing? (D) A statement that the taxpayer re-
CDP hearing where a levy for State tax A-B4. No. The taxpayer is entitled toquests a hearing with Appeals concerning
refunds is served on or after January 19nly one CDP hearing under section 633the proposed collection activity.

1999, even though the IRS had previouslwith respect to the tax and tax period. (E) The reason or reasons why the tax-
served other levies prior to January 19The taxpayer must request the CDP heapayer disagrees with the proposed collec-
1999, seeking to collect the taxes owethg within 30 days of the date of the firstion action.

for the same period? CDP Notice provided for that tax and tax (ii) Taxpayers are encouraged to use a

A-Bl. Yes. The taxpayer is entitled tgperiod. Form 12153 in requesting a CDP hearing
a CDP hearing under section 6330 for the Q-B5. Will the IRS give pre-levy or so that such a request can be readily iden-
tax and tax period set forth in such a levpost-levy CDP Notices to known nomi-tified and forwarded to Appeals. Taxpay-
issued on or after January 19, 1999. nees of, persons holding property of, oers may obtain a copy of Form 12153 by

Q-B2. Is the taxpayer entitled to apersons holding property subject to a lienontacting the IRS office that issued the

1999-7 I|.R.B. 31 February 16, 1999



CDP Notice or by calling, toll free, 1-800-taxpayer’s written request for a CDP hearof the 30-day period commencing the day

829-3676. ing be determined? after the date of the substitute CDP No-
Q-C2. Must the request for the CDP A-C4. The rules under section 7502ice.
hearing be in writing? and the regulations thereunder and sectionQ-C9. Can taxpayers attempt to re-

A-C2. Yes. There are several reason&03 and the regulations thereunder wikolve the matter of the proposed levy with
why the request for a CDP hearing musapply to determine the timeliness of then officer or employee of the IRS office
be in writing. First, the filing of a timely taxpayer’s request for a CDP hearing, i€ollecting the tax liability stated on the
request for a CDP hearing is the first steproperly transmitted and addressed asDP Notice either before or after request-
in what may result in a court proceedingprovided in A-C6 of this paragraph (c)(2)ing a CDP hearing?

A written request will provide proof that Q-C5. Is the 30-day period within A-C9. Yes. Taxpayers are encouraged
the CDP hearing was requested and thihich a taxpayer must make a request f@g discuss their concerns with the IRS of-
permit the court to verify that it has juris-2 CDP hearing extended because the tagice collecting the tax, either before or

diction over any subsequent appeal of theayer resides outside the United States?after they request a CDP hearing. If such
Notice of Determination issued by Ap- A-C5. No. Section 6330 does noy discussion occurs before a request is
peals. In addition, the receipt of the writ/@ke provision for such a circumstancemade for a CDP hearing, the matter may
ten request will establish the date oftccordingly, all taxpayers who want ape resolved without the need for Appeals
which the periods of limitation under secCDP hearing under section 6330 must rgspnsideration. However, these discus-
tion 6502 (relating to collection after as-duest such a hearing within the 30-day p&jons do not suspend the running of the
sessment), section 6531 (relating to crimfi®d commencing the day after the date ofg_qay period within which the taxpayer

nal prosecutions), and section 6535€ CDP Notice. _ is required to request a CDP hearing, nor
(relating to suits) are suspended as a resultQ-C6: Where should the written req, hey extend that 30-day period. If dis-
of the CDP hearing and any judicial apduest for a CDP hearing be sent? cussions occur after the request for a CDP
peal. Moreover, because the IRS anticj- A'_CG' The W”“eﬂ requ_est for a CDphearing is filed and the taxpayer resolves
pates that taxpayers will contact the IR%earlng ?hOUId be filed W'th_the IRS of- he matter with the IRS office collecting

office that issued the CDP Notice for fur-'c© that issued the CDP Notice at the a he tax, the taxpayer may withdraw in

ther information, for help in filling out d(rje(zjss md'??ﬁe? ofrf1. the_ CDFkNOt'Ce‘tr:f th9\/riting the request that a CDP hearing be
Form 12153, or in an attempt to resoly&o0ress ofnat office 1S not known, the re

L . conducted by Appeals. The taxpayer can
their liabilities prior to going through theques.t may be_ sentto the District I?'recu.)élso waive in writing some or all of the re-
) ; rving the district of the taxpayer’s resi-_ " ;
CDP hearing process, the requirement g o ; uirements regarding the contents of the
. ence or principal place of business. [f," . s
a written request should help to prevent | taxpayer d . otice of Determination.
. . yer does not have a residence or .

any misunderstanding as to whether incipal place of business in the United (d) Conduct of CDP hearing-(1) In
CDP hearing has been requested. If tl@tates the request may be sent to the |:ﬂgzneral. If a taxpayer requests a CDP
information requested on Form 12153 i?ector ’Philadelphia Service Center. earing under section 6330(a)(3)(B) (and
furnished by the taxpayer, the written re- Q-é7. What will happen if the tax- does not withdraw that request), the CDP
quest will also help to establish the issu ayer does not request a section 63slbearing will be held with Appeals. The
for which the taxpayer seeks a determin(i}g[)P hearing in writing within the 30_daytaxpayer is entitled to only one CDP hear-
tion by Appeals. period commencing on the day after thg‘g under section 6330 with respect to the

Q-C3. When must a taxpayer request @ e of the CDP Notice? tax and tax period or periods shown on
CDP hearing with respect to a CDP No- A_c7. |f the taxpayer does not requestpe CDP Notice. To the extent practica-
tice issued under section 6330? a CDP hearing with Appeals within theble, the CDP hearing requested under sec-

A-C3. A taxpayer must submit a writ-30_day period commencing the day aftelion 6330 will be held in conjunction with
ten request for a CDP hearing with rethe date of the CDP Notice, the taxpayetny CDP hearing the taxpayer requests
spect to a CDP Notice issued under segi|| forego the right to a CDP hearingunder section 6320. A CDP hearing will
tion 6330 within the 30-day periodynder section 6330 with respect to the tak€ conducted by an employee or officer of
commencing the day after the date of thgnd tax period or periods shown on th&ppeals who has had no involvement
CDP Notice. This period is slightly dif- cDP Notice. In addition, the IRS will beWith respect to the tax for the tax period
ferent from the period allowed taxpayersree to pursue collection action at the corPr periods covered by the hearing prior to
to submit a written request for a CDRclusion of the 30-day period following thethe first CDP hearing under section 6320
hearing with respect to a CDP Notice isdate of the CDP Notice. The taxpayefr section 6330, unless the taxpayer
sued under section 6320. For a CDP Nanay, however, request an equivalent heawaives that requirement.
tice issued under section 6320, a taxpay@ig. See paragraph (i) of this section. (2) Questions and answers. The ques-
must submit a written request for a CDP Q-C8. When must a taxpayer request ons and answers illustrate the provisions
hearing within the 30-day period com-CDP hearing with respect to a substitutef this paragraph (d) as follows:
mencing the day after the end of the fiv€€ DP Notice? Q-D1. Under what circumstances can
business day period following the filing A-C8. A CDP hearing with respect to aa taxpayer receive more than one CDP
of the notice of federal tax lien (NFTL). substitute CDP Notice must be requestellearing with respect to a tax period?

Q-C4. How will the timeliness of a in writing by the taxpayer prior to the end A-D1. The taxpayer may receive more
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than one CDP hearing with respect to Rrior to issuance of a determination, th&ection alternatives.
tax period where the tax involved is a difhearing officer is required to obtain verifi- (vi) Whether the proposed collection
ferent type of tax (for example, an emeation from the IRS office collecting theaction balances the need for the efficient
ployment tax liability, where the original tax that the requirements of any applicacollection of taxes and the legitimate con-
CDP hearing for the tax period involvedble law or administrative procedure haveern of the taxpayer that any collection ac-
an income tax liability), or where thebeen met. The taxpayer may raise aryon be no more intrusive than necessary.
same type of tax for the same period is irrelevant issue relating to the unpaid tax at Q-E2. When is a taxpayer entitled to
volved, but where the amount of the taxhe hearing, including appropriate spousalhallenge the existence or amount of the
has changed as a result of an additiondefenses, challenges to the appropriatéax liability specified in the CDP Notice?
assessment of tax for that period or an adess of the proposed collection action, A-E2. A taxpayer is entitled to chal-
ditional accuracy-related or filing delin-and offers of collection alternatives. Thdenge the existence or amount of the tax
quency penalty has been assessed. Tiapayer also may raise challenges to tHibility specified in the CDP Notice if the
taxpayer is not entitled to another CDRXxistence or amount of the tax liability fortaxpayer did not receive a statutory notice
hearing if the additional assessment reprany tax period shown on the CDP Noticef deficiency for such liability or did not
sents accruals of interest or accruals dff the taxpayer did not receive a statutorptherwise have an opportunity to dispute
penalties. notice of deficiency for that tax liability such liability. Receipt of a statutory no-
Q-D2. Will a CDP hearing with respector did not otherwise have an opportunityice of deficiency for this purpose means
to one tax period be combined with ao dispute that tax liability. Finally, the receipt in time to petition the Tax Court
CDP hearing with respect to another tataxpayer may not raise an issue that wdsr a redetermination of the deficiency as-
period? raised and considered at a previous CD#erted in the notice of deficiency. An op-
A-D2. To the extent practicable, ahearing under section 6320 or in any othgrortunity to dispute a liability includes a
hearing with respect to one tax perioghrevious administrative or judicial pro-prior opportunity for a conference with
shown on a CDP Notice will be combinedceeding if the taxpayer participated meamppeals that was offered either before or
with any and all other hearings to whictingfully in such hearing or proceeding.after the assessment of the liability.
the taxpayer may be entitled with respecfaxpayers will be expected to provide all Q-E3. Are spousal defenses subject to
to other tax periods shown on the CDPelevant information requested by Ap-the limitations imposed under section
Notice. peals, including financial statements, fo6330(c)(2)(B) on a taxpayer’s right to
Q-D3. Will a CDP hearing under sec-ts consideration of the facts and issues irchallenge the tax liability specified in the
tion 6330 be combined with a CDP hearvolved in the hearing. CDP Notice at a CDP hearing?
ing under section 63207 (2) Spousal defensesA taxpayer may  A-E3. No. The limitations imposed
A-D3. To the extent it is practicable, araise any appropriate spousal defenses atiader section 6330(c)(2)(B) do not apply
CDP hearing under section 6330 will beCDP hearing. To claim a spousal defeng® spousal defenses. A spousal defense
held in conjunction with a CDP hearingunder section 6015, the taxpayer must daised under section 6015 is governed by
under section 6320. so in writing according to rules prescribedhat section; therefore any limitations
Q-D4. What is considered to be prioby the Secretary. Spousal defenses raisadder section 6015 will apply.
involvement by an employee or officer ofunder section 6015 in a CDP hearing are Q-E4. May a taxpayer raise at a CDP
Appeals with respect to the tax and tagoverned in all respects by the provisionkearing a spousal defense under section
period or periods involved in the hearing®f section 6015 and the procedures pr&015 if that defense was raised and con-
A-D4. Prior involvement by an em-scribed by the Secretary thereunder. sidered in a prior judicial proceeding that
ployee or officer of Appeals includes par- (3) Questions and answerd.he ques- has become final?
ticipation or involvement in an Appealstions and answers illustrate the provisions A-E4. No. A taxpayer is precluded by

hearing (other than a CDP hearing heldf this paragraph (e) as follows: limitations under section 6015 from rais-

under either section 6320 or section 6330) Q-E1. What factors will Appeals con-ing a spousal defense under section 6015

that the taxpayer may have had with resider in making its determination? in a CDP hearing under these circum-

spect to the tax and tax period shown on A-E1. Appeals will consider the fol- stances.

the CDP Notice. lowing matters in making its determina- Q-E5. What collection alternatives are
Q-D5. How can a taxpayer waive theion: available to the taxpayer?

requirement that the officer or employee of (i) Whether the IRS met the require- A-E5. Collection alternatives would
Appeals had no prior involvement with re-ments of any applicable law or adminisinclude, for example, a proposal to with-
spect to the tax and tax period or periodsrative procedure. hold the proposed or future collection ac-
A-D5. The taxpayer must sign a writ- (ii) Any issues appropriately raised bytion in circumstances that will facilitate
ten waiver. the taxpayer relating to the unpaid tax. the collection of the tax liability, an in-
(e) Matters considered at CDP (iii) Any appropriate spousal defensestallment agreement, an offer-in-compro-
hearing—(1) In general. Appeals has the raised by the taxpayer. mise, the posting of a bond, or the substi-
authority to determine the validity, suffi- (iv) Any challenges made by the taxtution of other assets.
ciency, and timeliness of any CDP Noticgayer to the appropriateness of the pro- Q-E6. What issues may a taxpayer
given by the IRS and of any request for posed collection action. raise in a CDP hearing under section 6330
CDP hearing that is made by a taxpayer. (v) Any offers by the taxpayer for col-if he previously received a notice under
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section 6320 with respect to the same taw discuss their concerns with the IRS ofmination—(1) In general. Unless the tax-
and tax period and did not request a CDfice collecting the tax or filing the NFTL, payer provides the IRS a written with-
hearing with respect to that notice? certain matters that might have beedrawal of the request that Appeals con-
A-E6. The taxpayer may raise approraised at a CDP hearing may be resolvedlct a CDP hearing, Appeals is required
priate spousal defenses, challenges to thdthout the need for Appeals considerato issue a Notice of Determination in all
appropriateness of the proposed colledion. Unless as a result of these discusases where a taxpayer has timely re-
tion action, and offers of collection alter-sions, the taxpayer agrees in writing teuested a CDP hearing. The taxpayer
natives. The existence or amount of th@ithdraw the request that Appeals conmay appeal such determinations made by
tax liability for the tax for the tax period duct a CDP hearing, Appeals will stillAppeals within 30 days after the date of
shown in the CDP Notice may be chalissue a Notice of Determination, but théhe Notice of Determination to the Tax
lenged only if the taxpayer did not alreadyaxpayer can waive in writing Appeals'sCourt or a district court of the United
have an opportunity to dispute that tax liaconsideration of some or all of the matterStates, as appropriate.
bility. Where the taxpayer previously re+t would otherwise consider in making its (2) Questions and answer&he ques-
ceived a CDP Notice under section 632@etermination. tions and answers illustrate the provisions
with respect to the same tax and tax pe- Q-g8. s there a time limit on the CDPOf this paragraph (f) as follows:
riod and did not request a CDP hearingearings or on when Appeals must issue a Q-F1. What must a taxpayer do to ob-
with respect to that earlier CDP NoticeNogtice of Determination? tain judicial review of a Notice of Deter-

the taxpayer already had an opportunity 1o A-E8. No. Appeals will, however, at-mination?
dispute the existence or amount of the URampt to conduct CDP hearings as expedi- A-F1. Subject to the jurisdictional lim-

derlying tax liability. tiously as possible. itations described in A-F2 of this para-
Q-E7. How will Appeals issue its de- Q-E9. Why is the Notice of Determi-9raph (f)(2), the taxpayer must, within the
termination? nation and its date important? 30-day period commencing the day after

A-E7. (i) Taxpayers will be sentadated aA_F9 The Notice of Determination the date of the Notice of Determination,
Notice of Determination by certified or .| set forth Appeals's findings and deci-aPpeal Appeals’s determination to the Tax
registered mail. The Notice of Determiigns with respect to the matters set fortfyourt or to a district court of the United
nation will set forth Appeals’s findings i, A_E1 of this paragraph (e)(3). The datetates.
and decisions: of the Notice of Determination establishes Q-F2- With respect to the relief avail-

(A) It will state whether the IRS metha beginning date of the 30-day perio&ble to the taxpayer under section 6015(b)
the requirements of any applicable law ALithin which the taxpayer is permitted el (c), what is the time frame within
administrative procedure. seek judicial review of Appeals’s determi_Which a taxpayer may seek Tax Court re-

(B) It will resolve any issues appropri-naﬂon_ view of Appeals’s determination follow-
ately raised by the taxpayer relating to the (4) Examples.The following examples ing a CDP hearing?
unpaid tax. illustrate the principles of this paragraph A-F2. If the taxpayer seeks Tax Court

(C) It will include a decision on any ap- review not only of Appeals’s denial of re-
propriate spousal defenses raised by ttgg)' lief under section 6015(b) or (c), but also
taxpayer. Example 1. The IRS sends a statutory notice ofof relief with respect to other issues raised

(D) It will include a decision on any deficiency to the taxpayer at his last known addre4y) the CDP hearing, the taxpayer should
challenges made by the taxpayer to thésserting a deficiency for the tax year 1995. Thgaquest Tax Court review within the 30-

- - . taxpayer receives the notice of deficiency in time tg . .
appropriateness of the collection action. petition the Tax Court for a redetermination of theday period commencing the day after the

(E) It will respond to any offers by the asserted deficiency. The taxpayer does not timefjate of the Notice of Determination. If
taxpayer for collection alternatives. file a petition with the Tax Court. The taxpayer isthe taxpayer only wants Tax Court review

(F) 1t will address whether the pro-therefore precluded from challenging the existencef Appeals’s denial of relief under section
posed collection action represents a bafr amount of the tax liability in a subsequent CDR5015(b) or (c), the taxpayer should re-
ance between the need for the efficieff2"9: . quest review by the Tax Court, as pro-

. . Example 2. Same facts as iExample 1except . . L
collection of taxes and the legitimate cong, taxpayer does not receive the notice of defvided by section 6015(e), within 90 days
cern of the taxpayer that any collectioRjency in time to petition the Tax Court. The tax-Of Appeals’s determination. If a request
action be no more intrusive than necesayer is not, therefore, precluded from challenginfor Tax Court review is filed after the 30-
sary. the existence or amount of the tax liability in a subday period for seeking judicial review

(i) The Notice of Determination will Sedquent CDP hearing. under section 6330, then only the tax-
also set forth any agreements that Appeaflusnixrzrcnopvlgrjbzﬂzlt'ffg;rnos‘zetg taaizz‘:‘:sfhgfstgayer's section 6015(b) or (c) claims may
reached with the taxpayer, any reli€fyers the taxpayer the opportunity for a conferenc€ reviewable by the Tax Court.
given the taxpayer, and any actions thg which the taxpayer would have the opportunity to Q-F3. Where should a taxpayer direct
taxpayer and/or the IRS are required tdispute the assessed liability. The taxpayer declingsrequest for judicial review of a Notice of
take. Lastly, the Notice of Determinatiorfhe opportunity to participate in such a conferencgdetermination?
will advise the taxpayer of his right to!"® @xpayeris precluded from challenging the exis- A_3 - |f the Tax Court would have ju-

R . S tence or amount of the tax liability in a subsequent. . . e
seek judicial review within 30 days of thep hearing. risdiction over the type of tax specified in
date of the Notice of Determination. the CDP Notice (for example, income and

(iii) Because taxpayers are encouraged (f) Judicial review of Notice of Deter- estate taxes), then the taxpayer must seek
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judicial review by the Tax Court. If the mences on the date the IRS receives tlspect to Appeals’s determination. Once a
tax liability arises from a type of tax overtaxpayer’s written request for a CDP heartaxpayer has exhausted his other reme-
which the Tax Court would not have jurising. The suspension period continuedies, Appeals’s retained jurisdiction per-
diction, then the taxpayer must seek judiantil the IRS receives a written with-mits it to consider whether a change in the
cial review by a district court of thedrawal by the taxpayer of the request for taxpayer’s circumstances affects its origi-
United States in accordance with Title 2&DP hearing or the determination resulthal determination. Where a taxpayer al-
of the United States Code. ing from the CDP hearing becomes finaleges a change in circumstances that af-
Q-F4. What happens if the taxpayeby expiration of the time for seeking itsfects Appeals’s original determination,
timely appeals Appeals’s determination teeview or reconsideration. In no evenfAppeals may consider whether changed
the incorrect court? shall any of these periods of limitation ex<ircumstances warrant a change in its ear-
A-F4. If the court to which the tax- pire before the 90th day after the day olier determination.
payer directed a timely appeal of the Nowhich there is a final determination with (2) Questions and answers he ques-
tice of Determination determines that theespect to such hearing. The periods ¢ions and answers illustrate the provisions
appeal was to the incorrect court (becaudienitation that are suspended under seof this paragraph (h) as follows:
of jurisdictional, venue or other reasons)}ion 6330 are those which apply to the Q-H1. Are the periods of limitation
the taxpayer will have 30 days after théaxes and the tax period or periods teuspended during the course of any subse-

court’s determination to that effect withinwhich the CDP Notice relates. quent Appeals consideration of the mat-
which to file an appeal to the correct Q-G2. For what period of time will the ters raised by a taxpayer when the tax-
court. periods of limitation under section 6502payer invokes the retained jurisdiction of

Q-F5. What issue or issues may theection 6531, and section 6532 be su#éppeals under section 6330(d)(2)(A) or
taxpayer raise before the Tax Court or bgsended if the taxpayer does not request(d)(2)(B)?
fore a district court if the taxpayer dis-CDP hearing concerning the CDP Notice, A-H1. No. Under section 6330(b)(2),
agrees with the Notice of Determination?or the taxpayer requests a CDP hearing, taxpayer is entitled to only one section
A-F5. In seeking Tax Court or districtbut his request is not timely? 6330 CDP hearing with respect to the tax
court review of Appeals’s Notice of De- A-G2. Under either of these circum-and tax period or periods to which the un-
termination, the taxpayer can only ask thstances, section 6330 does not provide fprid tax relates. Any subsequent consid-
court to consider an issue that was raisetlsuspension of the periods of limitation. eration by Appeals pursuant to its retained
in the taxpayer's CDP hearing. (3) Examples. The following exam- jurisdiction is not a continuation of the
(0) Effect of request for CDP hearingples illustrate the principles of this paraoriginal CDP hearing and does not sus-
and judicial review on periods of limita- graph (g). pend the periods of limitation.
tion—(1) In general. The periods of limi- , o Q-H2. Is a decision of Appeals result-
tation under section 6502 (relating to col. =X@mple 1.The period of limitation under sec- g3 5 subsequent hearing appealable
. ) tion 6502 with respect to the taxpayer’s tax period L
lection after assessment), section 6534 in the CDP Notice will expire on August 1, 1 the Tax Court or a district court?
(relating to criminal prosecutions), andiggg. The IRS sent a CDP Notice to the taxpayer on A-H2. No. As discussed in A-H1, a
section 6532 (relating to suits) are susApril 30, 1999. The taxpayer timely requested daxpayer is entitled to only one section
pended until the date the IRS receives tHePP hearing. The IRS received this request on Mag330 CDP hearing with respect to the tax
taxpayer’s written withdrawal of the re-1> 1999- Appeals sends the taxpayer its determingy, 14y period or periods specified in the
. tion on June 15, 1999. The taxpayer timely seeks ju- . . .
quest for a CDP hearing by Appeals or thg,is| review of that determination. The period ofcDP Notice. Only determinations result-
determination resulting from the CDPiimitation under section 6502 would be suspendetld from CDP hearings are appealable to
hearing becomes final by expiration of thérom May 15, 1999, until the determination resultingthe Tax Court or a district court.
time for seeking review or reconsiderafrom that hearing becomes final by expiration of the  (j) Equivalent hearing-(1) In general.
tion. In no event shall any of these perii™® for seeking review or reconsideration beforey 4y naver who fails to make a timely re-
. . the appropriate court, plus 90 days. . . .
ods of limitation expire before the 90th Example 2. Same facts as iEixample 1except quest for a CDP hearing is not entitled to
day after the date on which the determinane taxpayer does not seek judicial review of Ap2 CDP hearing. Such a taxpayer may nev-
tion with respect to such hearing becomegsals’s determination. Because the taxpayer r@rtheless request an administrative hear-
final upon expiration of the time for seek-quested the CDP hearing when fewer than 90 dayag with Appeals, which is referred to

; ; ; ; i he period of limitation, the period of; ; u ; ; "
ing review or reconsideration. remained on { ’ herein as an “equivalent hearing.” The
g limitation will be extended to October 13, 1999 (90 q 9

(2) Questions and answershe ques- days from July 15, 1999). equivalent hearing will be held by Ap-
tions and answers illustrate the provisions ' peals and will generally follow Appeals
of this paragraph (g) as follows: (h) Retained jurisdiction of Appeals procedures for a CDP hearing. Appeals

Q-G1. For what period of time will the (1) In general. The Appeals office that will not, however, issue a Notice of De-
periods of limitation under section 6502makes a determination under section 633@rmination. Under such circumstances,
section 6531, and section 6532 remairetains jurisdiction over that determinaAppeals will issue a Decision Letter.
suspended if the taxpayer timely requestson, including any subsequent adminis- (2) Questions and answerslhe ques-

a CDP hearing concerning a pre-levy otrative hearings that may be requested lijons and answers illustrate the provisions
post-levy CDP Notice? the taxpayer regarding levies and any cobf this paragraph (i) as follows:

A-G1. The suspension period comiection actions taken or proposed with re- Q-11. What issues will Appeals con-
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sider at an equivalent hearing? Approved January 13, 1999. FOR FURTHER INFORMATION CON-

A-I1. In an equivalent hearing, Ap- _ TACT: Katherine A. Hossofsky, (202)
peals will consider the same issues that it Donald C. Lubick, 622-3477 (not a toll free number).
would have considered at a CDP hearing Assistant Secretary of
on the same matter. the Treasury. SUPPLEMENTARY INFORMATION:

Q-12. A.re the periods of limitation (Filed by the Office of the Federal Register on JandBackground
under sections 6502, 6531, and 6532 Sué"y 19, 1999, 10:56 a.m., and published in the issue

pended if the taxpayer does not timely reof the Federal Register for January 22, 1999, 64 F.R. This document contains amendments

guest a CDP hearing and is subsequent05) to the Income Tax Regulations (26 CFR
given an equivalent hearing? part 1) to provide rules relating to con-
A-12. No. The suspension period pro- sumer protection with respect to qualified
vided for in section 6330(e) relates onlydection 7702B.—Treatment of long-term care insurance contracts and re-
to hearings requested within the 30-da@ualified Long-Term Care lating to events that will result in the loss
period that commences the day followindnsurance of grandfathered status for long-term care
the date of the pre-levy or post-levy CDP insurance contracts issued prior to Janu-
Notice, that is, CDP hearings. 26 CFR 1.7702N-1: Consumer protection ary 1, 19_97. '
Q-13. Wil collection action be sus- P*/*°" A notice of proposed rulemaking

pended fa taxpayer requests and 1eceTD. §792 Under section 77038 of the Code was
A-13. Collection action is not required DEPARTMENT OF THE TREASURY Published in théederal Registeron Jan-

o' Suspenid Accdy o Goltonal Revenue Sorce 142,195 6 .99, e con

pendency of anecunent g i b~ s Jublic hearing wes held on May 15,

determined on a case-by-case basis. ARualified Long-Term Care '

. : ments, the regulations proposed by REG—
peals rgﬁ/ rfequeTIt tf;e IF:? cifnce vt\nth relnsurance Contracts 109333-97 are adopted as revised by this
SPONSILILY for COecting the 1axes 10 SUS) GENCY:  Internal Revenue ServiceTreasury decision.
pend all or some collection action or tg

take other appropriate action if it deter-(IRS)’ Treasury. Explanation of Statutory Provisions

mines that such action is appropriate 0kcTiON: Final regulations.
necessary under the circumstances.

Q-l14. What will the Decision Letter SUMMARY: This document contains
state?

The Health Insurance Portability and
Accountability Act of 1996 (Public Law
104-191, 110 Stat. 1936, 2054 and

o _ final Income Tax Regulations relating t°2063)(H|PAA) added section 7702B to
A-14. The Decision Letter will gener- consumer protection with respect to qualig,e |nternal Revenue Code of 1986 (the

ally contain the same information as died long-term care insurance contractggqe) Section 7702B establishes the tax
Notice of Determination. _and relating to events that will result inyeaiment for qualified long-term care in-
Q-15. Will a taxpayer be able to obtainthe loss of grandfathered status for longsrance contracts. Section 7702B(a)(1)
court review of a decision made by Apterm care insurance contracts issued prighq (3) of the Code provide that a quali-
peals with respect to an equivalent heate January 1, 1997. Changes to the afaq long-term care insurance contract is
ing? plicable law were made by the Health Intreated as an accident and health insur-
A-I5. Section 6330 does not authorizesurance Portablllty and ACCOUntabilityance contract and that any emp|0yer p|an

a taxpayer to appeal the decision of ApAct of 1996. The regulations affect isproviding coverage under a qualified
peals with respect to an equivalent heasuers of long-term care insurance conong-term care insurance contract is
ing. A taxpayer may under certain cirtracts and individuals entitled to receivareated as an accident or health plan with

cumstances be able to seek Tax Coupayments under these contracts. The regspect to that coverage.

review of Appeals’s denial of relief underulations are necessary to provide these Section 7702B(a)(2) of the Code pro-
section 6015(b) or (c). Such review mustaxpayers with guidance needed to convides that amounts (other than policy-
be sought within 90 days of the issuancply with these changes. holder dividends and premium refunds)
of Appeals’s determination on those is- _ received under a qualified long-term care
sues, as provided by section 6015(e). DATES: Effective date. These regula- insurance contract are generally exclud-
(j) Effective date.This section is ap- tions are effective December 10, 1998. able from gross income as amounts re-
plicable with respect to any levy which Applicability date. Section 1.7702B-1 ceived for personal injuries and sickness.
occurs on or after January 19, 1999, arf§Oncerning consumer protection provi- Section 213(d)(1)(D) of the Code was
before January 22, 2002. sions) of the regulations applies with reamended by section 322 of HIPAA to pro-
spect to contracts issued after Decembeide that eligible long-term care insurance

Robert E. Wenzel, 10, 1999. Section 1.7702B-2 (concerningremiums, as defined in section

Deputy Commissioner of special rules for pre-1997 contracts) of th213(d)(10) of the Code, are medical care

Internal Revenue. regulations is applicable January 1, 1999expenses.
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Under section 7702B(b)(1)(F) of theset forth in Notice 97-31 (1997-1 C.B.and in the regulations proposed in
Code, a qualified long-term care insur417), and in the regulations proposed iIREG-109333-97. For example, the con-

ance contract must meet the consum&EG-109333-97. sumer protection requirements will be
protection provisions of section 7702B(g) . considered satisfied if a contract complies
of the Code. In addition, section 49goc\otice 97-31 with State law in a State that has adopted

of the Code imposes an excise tax on is- Notice 97-31 was issued to provide inthe related NAIC model or a more strin-
suers of qualified long-term care iNSurierim standards for taxpayers to use in irpent version of the model.
ance contracts that do not provide furthec"erpreting the new long-term care provi- Commentators generally approved of
consumer protections. sions and to facilitate operation of thdhe consumer protection provisions of the
Section 7702B of the Code applies t¢nsyrance market by avoiding the need tgroposed regulations. Some commenta-
contracts issued after December 31, 199§ mend contracts. For example, NoticErs suggested that the provisions should
Section 321(f)(2) of HIPAA treats a con-g7_31 includes interim guidance on th®€ applied on a prospective basis, such as
tract issued before January 1, 1997, astermination of whether an individual isfor long-term care insurance contracts is-
qualified long-term care insurance cony chronically ill individual, including safe Suéd more than one year after publication
tract under section 7702B(b) of the Codeyarhor definitions of the ternssibstantial  ©f the final regulations. Consistent with
and services provided or reimburse@gsjstance, hands-on assistance, standbyiS suggestion, the final regulations
under such a contract as qualified longassjstance, severe cognitive impairmen@PPply to contracts issued after December
term care services under section 7702B(ghd substantial supervisionThe stan- 10, 1999.
of the Code, provided the contract met thgards contained in Notice 97—31 include Commentators suggested that if any
long-term care insurance requirements Ghterim guidance on both the consumeptate has adopted a Model Act or Model
the State in which the contract was situsggtotection provisions and the scope of thBegulation requirement, such State’s in-
at the time the contract was issued. Sestatutory grandfather provisions thaterpretation of that requirement should be
tion 321(f)(2) of HIPAA also provides gpply to long-term care insurance conconsidered probative but not controlling
that in the case of an individual coveregracts issued before 1997. of the meaning of the analogous require-
on December 31, 1996, by a State long- ments for purposes of applying sections
term care plan under section 7702B(f) ofonsumer Protection Requirements 7702B(g) and 4980C of the Code to a
the Code, the terms of the plan on that Under sections 7702B(b)(1)(F) contract sitused in another State. This
date are treated as a contract meeting t%OZB(g) and 4980C of the Code qual’iguggestion was not adopted. If a particu-
long-term care insurance requirements (?f ' ’ lar State has adopted a Model Act or
that State.

led long-term care insurance ContraCtﬁ/lodel Regulation requirement, that
Section 321(f)(4) of HIPAA provides

and issuers of those contracts are requir%czate,S interoretation should aoly o de-
.~ to satisfy certain provisions of the Long- P PPy

Serm Care Insurance Model Act (Modeltermine whether the contract meets that
101(f), 7702, and 7702A of the Code, nei; State’s requirement. If a State has not

. . . ct) and Long-Term Care Insurance . .
ther the issuance of a rider that is treat o&el Regula?ion (Model Regulation)adOpted a particular requirement, the de-
as a qualified long-term care insuranfﬁromulgated by the National Associatioﬁermination of what interpretation should
contract nor the addition of any provisio of Insurance Commissioners (NAIC) for
required to conform any other Iong'tem]ong-term care insurance as of Janua

apply for purposes of section 7702B(g)
d 4980C of the Code is more appropri-
care rider to the requirements applicablfgga The requirements relate to guara
to a qualified long-term care insuranC(?

itely made on a case-by-case basis.
) - eed renewability, unintentional lapse, dispyea. -
contract Is treated as a modification OLlosure, prohibitions against post—claimggemlrigzsmng ferm Gare Insurance
material change of the contract. underwriting, inflation protection, and
Explanation of Provisions prohibitions against pre-existing condi- Section 321(f)(2) of HIPAA provides
tions exclusions and probationary periodghat a contract issued before January 1,
The final regulations provide guidanceSection 4980C imposes an excise tax okf97, is treated as a qualified long-term
concerning an issuer of a qualified long-term care incare insurance contract if the contract met
» the consumer protection requiresurance contract if, after 1996, the issughe “long-term care insurance require-
ments that apply to qualified long-fails to satisfy certain requirements, inments of the State” in which the contract
term care insurance contracts undesiuding requirements relating to applicawas sitused at the time it was issued.
sections 7702B(g), 7702B(b)(1)(F),.tion forms, reporting, marketing, appropri-Under the final regulations, the date on
and 4980C of the Code; and ateness of recommended purchas#hich a long-term care insurance contract
* the grandfather provisions of sectiorstandard format outline of coverage, delivether than a group long-term care insur-
321(f)(2) of HIPAA under which pre- ery of a shopper’s guide, right to returnance contract is issued is generally the
1997 contracts are treated as qualbutline of coverage, and incontestabilitydate assigned to the contract by the insur-
fied long-term care insurance conMost of these requirements are based @nce company. In no event is the issue
tracts if certain conditions are met. the NAIC Model Act and Regulation. date earlier than the date on which the
The standards in the final regulations are The final regulations reflect the stan{policyholder submitted a signed applica-
based on safe harbors that were originalljards that were set forth in Notice 97—-31ion for coverage to the insurance com-
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pany. In addition, if the period between The final regulations also provide thathe issuance of a new contract, even if no
the date of application and the date othe following practices will not be treatedspecific exception applies under the regu-
which the long-term care insurance conas the issuance of a new contract for pulation. An important purpose of these
tract actually becomes effective is subposes of the grandfathering provision ofegulations is to provide certainty as to
stantially longer than under the insuranceection 321(f)(2) of HIPAA: (1) a changethe qualification of pre-1997 long-term
company’s usual business practice, then the mode of premium payment, such asare insurance contracts, and the excep-
the issue date is generally the date theechange from paying premiums monthlyions enumerated in the proposed regula-
contract becomes effective. For purposdse quarterly; (2) a classwide increase ations provide broad relief from treatment
of applying the grandfather rule of sectiordecrease in premiums for contracts thats the issuance of a new contract resulting
321(f)(2) of HIPAA to a group long-term have been issued on a guaranteed renein-the loss of grandfathered status. Ac-
care insurance contract, the issue date able basis; (3) a reduction in premiumsordingly, the final regulations do not
the contract is the date the group contradue to the purchase of a long-term care iwontain this additional parenthetical.

was issued. As a result, coverage for aurance policy by a member of the policy- Some commentators identified addi-
individual who joins a grandfatheredholder’s family; (4) a reduction in cover-tional circumstances under which expan-
group long-term care insurance contracge (with correspondingly lowersion of coverage under a group long-term
on or after January 1, 1997, is accordegremiums) made at the request of a poleare insurance contract should not be
the same treatment under sectionyholder; (5) a reduction in premiums thatreated as the issuance of a new contract.
321(f)(2) as is accorded coverage fooccurs because the policyholder becomézr example, some requested that the ad-
those who joined the group before thagntitled to a discount under the issuer’dition of a spouse, dependent children, or
date. pre-1997 premium rate structure (such asthers should not be treated as the is-

Notice 97-31 and the proposed regulavhen a policyholder becomes a membesuance of a new contract. Other commen-
tions use the terrmaterial changeo of a group entitled to a group discount, otators suggested that no loss of grandfa-
identify those changes to pre-1997 longehanges from smoker to nonsmoker stdhering should result from the expansion
term care insurance contracts that ares); (6) the addition, without an increasef coverage under a group contract by
treated as the issuance of a new contraatpremiums, of alternative forms of ben+eason of a corporate merger or acquisi-
and, therefore, result in the loss of grancefits that may be selected by the policytion, or the extension of coverage to col-
fathered status under section 7702B. Thweolder; (7) the addition of a rider to in-lectively bargained employees, or the ad-
use of the ternmaterialmay have caused crease benefits under a pre-1997 contradition of former employees. The final
some confusion in light of the bright lineif the rider would constitute a qualifiedregulations clarify that such expansion is
standards that the regulations are gendong-term care insurance contract if inot treated as the issuance of a new con-
ally intended to provide. For this reasomvere a separate contract; (8) the deletidract, provided that the addition is without
the final regulations do not use the ternof a rider or provision of a contract (calledunderwriting and is pursuant to the terms
material in this context. No substantivean HHS (Health and Human Servicesdf the contract and the plan under which
change is intended by this modification. rider) that prohibited coordination of ben-the contract was issued as in effect on De-

The final regulations generally adoptefits with Medicare; (9) the effectuation ofcember 31, 1996. Thus, the addition of a
the standards set forth in the proposed reg-continuation or conversion of coveragbusiness’s assets and related employees
ulations for purposes of determiningright under a group contract following anby a company with a pre-1997 group con-
whether a change to a pre-1997 long-termndividual’s ineligibility for continued tract is not treated as the issuance of a
care insurance contract is considered tlmverage under the group contract; andew contract if, as of December 31, 1996,
issuance of a new contrdctFor example, (10) the substitution of one insurer for anthe contract and the plan under which it
the final regulations provide that the exerether in an assumption reinsurance trans+as issued provided that new employees
cise of any right provided to a policy-action. These exceptions are generallgutomatically are eligible to participate in
holder or the addition of any right that issimilar to those listed in the proposed reghe group contract. If, however, a new
required by State law to be provided to thalations. In response to comments, howsubsidiary is acquired by the company
policyholder will not be treated as the isever, the exceptions have been broadenadd the company’s pre-1997 group con-
suance of a new contract. Thus, as illuge permit certain premium reductions andract or plan requires that a subsidiary be
trated in an example in the regulations, th® clarify that a change in insurer pursuardesignated by the company in order for its
exercise of a right set forth in a pre-19970 an assumption reinsurance transacti@mployees to be eligible to participate,
contract, without underwriting, does nots not treated as the issuance of a new catiren the designation of the new subsidiary
result in the loss of grandfathered status. tract (assuming that the contract would natould be a change in the terms of the con-
otherwise be treated as newly issued, sutfact or in the plan relating to eligibility.

1 These standards are different from those tha@S DY reason of a change in the amount aitthough the final regulations were not
apply for purposes of determining the grandfathereiming of benefits or premiums). modified to accommodate further expan-
status of other types of insurance contracts under the Some commentators suggested that tlsgon, a new qualified long-term care in-
Code (including sections 7702, 7702A, 101(f), andeqyj|ations include a parenthetical to theurance contract could be entered into to
264). Those other provisions limit the tax benefits . .
associated with the purchase of insurance producggfe_ct that some changes in the amo_un_t expand coverage under th_ese circum-
that, unlike pre-1997 long-term care insurance codMing of items (such as de minimisstances. Alternatively, the final regula-
tracts, have a substantial investment orientation. changes in premiums) are not treated d@®ns permit coverage under the pre-1997
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contract to be expanded by a rider to theory action as defined in EO 12866tension of benefits, continuation or con-
pre-1997 contract if the rider would con-Therefore, a regulatory assessment is neérsion of coverage, discontinuance and
stitute a qualified long-term care insurtequired. It has also been determined thegéplacement of policies, unintentional
ance contract if it were issued as a sepaection 553(b) of the Administrative Prodapse, disclosure, prohibitions against
rate contract. cedure Act (5 U.S.C. chapter 5) does ngtost-claims underwriting, minimum stan-
Finally, it was suggested that the grandapply to these regulations, and becaustards, inflation protection, prohibitions
father provisions of the final regulationsthe regulations do not impose a collectioagainst pre-existing conditions exclusions
should be effective immediately. Theof information on small entities, the Reg-and probationary periods, and prior hospi-
final regulations with respect to contractsilatory Flexibility Act (5 U.S.C. chapter talization. The requirements for qualified
issued before 1997 are effective Januag) does not apply. Pursuant to sectiolong-term care insurance contracts under
1, 1999. 7805(f) of the Internal Revenue Code, theection 4980C relate to application forms
. notice of proposed rulemaking precedingnd replacement coverage, reporting re-
S_tandards before the Effective Date of thg, <o regulations was submitted to thguirements, filing requirements for mar-
Final Regulations Chief Counsel for Advocacy of the Smallketing, standards for marketing, appropri-
The consumer protection provisions ifBusiness Administration for comment orateness of recommended purchase,

the final regulations apply with respect tdts impact on small business. standard format outline of coverage, de-
contracts issued after December 10, 1999, _c. .\ livery of a shopper’s guide, right to re-
Taxpayers may continue to re'y on Notice g turn, outline of coverage, certificates

97-31 with I’eSpeCt to contracts issued on The principa| author of these regu|a_under group plans! p0||Cy summary,
or before that date. In addition, a contragfons is Katherine A. Hossofsky, Office ofmonthly reports on accelerated death ben-
issued on or before December 10, 1999 ssistant Chief Counsel (Financial InstiEfitS: and incontestability period.

will not be treated as failing to satisfy theytions & Products). However, other per- (b) Coordination with State require-
consumer protection requirements of SeGonne| from the IRS and Treasury Depar{ﬂen_ts—(l) Contracts issued in a State
tion 7702B(g) or 4980C of the Code if thgnent participated in their development., [hat Imposes more stringent requirements.
contract satisfies the requirements of the If a State imposes a requirement that is
final regulations. Taxpayers may not rely kokokok ok more stringent than the analogous re-
on Notice 97-31 with respect to contract qguirement imposed by section 7702B(g)

issued after December 10, 1999. i\doptlon LSSl or 4980C, then, under section 4980C(f),

The final regulations are effective JanReguIatlons compliance with the more stringent re-
uary 1, 1999, with respect to pre-1997 Accordingly, 26 CFR part 1 is amendedluirement of State law is considered com-
long-term care insurance contracts. TaXs follows: pliance with the parallel requirement of
payers may continue to rely on Notice section 7702B(g) or 4980C. The princi-
97-31 for the purpose of determinind®ART 1—INCOME TAXES ples of paragraph (b)(3) of this section
whether a change made before January 1, apply to any case in which a State im-

1999, to a pre-1997 contract is treated as Paragraph 1. The authonty citation for, oo 5 requirement that is more stringent
the issuance of a new contract. In addRart 1 continues to read in part as followsy,, , the analogous requirement imposed
tion, a change made before that date to aAuthority: 26 U.S.C. 7805 * * * y section 7702B(g) or 4980C (as de-
pre-1997 contract will not be treated as Par- 2. Sections 1.7702B—1 anq naq in this paragraph (b)(1)), but in
the issuance of a new contract if thé-7702B-2 are added to read as foIIows:WhiCh there has been a failure to comply
change is not treated as 'the issuange 0t§‘1‘.77028—1 Consumer protection with that State requirement.
new contract under the final regulations; rovisions (2) Contracts issued in a State that has
Taxpayers may not rely on Notice 9737 ' adopted the model provisionsf a State
with respect to changes made on or after (a) In general. Under sections imposes a requirement that is the same as
January 1, 1999. 7702B(b)(1)(F), 7702B(g), and 4980C the parallel requirement imposed by sec-
qualified long-term care insurance contion 7702B(g) or 4980C, compliance with
tracts and issuers of those contracts are té&at requirement of State law is consid-

It has been determined that this Treajuired to satisfy certain provisions of theered compliance with the parallel require-
sury decision is not a significant regulalong-Term Care Insurance Model Actment of section 7702B(g) or 4980C, and
(Model Act) and Long-Term Care Insur-failure to comply with that requirement of

2 As was indicated in the preamble to the proance Model Regulation (Model RegulaState law is considered failure to comply
posed regulations, certain of the consumer protegiqny hromulgated by the National Associwith the parallel requirement of section
tion requirements would not apply to such a rider. . ..
Specifically, sections 7702B(g)(2)(A)()(11), &tiON of Insurance Commissioners/702B(g) or 4980C.
7702B(g)(2)(A)()(V), 7702B(g)2)(A) () (Vi) (NAIC), as adopted as of January 1993. (3) Contracts issued in a State that has
(other than section 9B of the NAIC Model regula-The requirements for qualified long-termnot adopted the model provisions or more
tion), 7702B(9)(2)(A)()(X), 7702B(9)(3). care insurance contracts under secticstringent requirementslf a State has not
7702B(g)(4), 4980C(O)(L)AN1). and 4980C(0)2) of 77028 (h)(1)(F) and (g) relate to guaranadopted the Model Act, the Model Regu-
the Internal Revenue Code would apply only the .. L . .
first time a contract is purchased, and would not€€d renewal or noncancellability, prohidation, or a requirement that is the same as
apply to the purchase of a rider. bitions on limitations and exclusions, ex-or more stringent than the analogous re-
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quirement imposed by section 7702B(glect on August 21, 1996), regardless oéxcept as provided in paragraph (b)(4)(ii)
or 4980C, then the language, caption, fothe terminology used by the State in desf this section, the following changes are
mat, and content requirements imposesktribing the insurance coverage. treated as the issuance of a new con-
by sections 7702B(g) and 4980C with re- (3) Issue date of a contraet(i) In gen- tract—
spect to contracts, applications, outlinesral. Except as otherwise provided in this (A) A change in the terms of a contract
of coverage, policy summaries, and noparagraph (b)(3), the issue date of a cothat alters the amount or timing of an item
tices will be considered satisfied for aract is the issue date assigned to the copayable by either the policyholder (or cer-
contract subject to the law of that State ifract by the insurance company. In ndificate holder), the insured, or the insur-
the language, caption, format, and contemivent is the issue date earlier than the dad@ce company;
are substantially similar to those requirethe policyholder submitted a signed appli- (B) A substitution of the insured under
under the parallel provision of the Modekation for coverage to the insurance conan individual contract; or
Act or Model Regulation. Only nonsub-pany. If the period between the date the (C) A change (other than an immaterial
stantive deviations are permitted in ordesigned application is submitted to the inehange) in the contractual terms, or in the
for language, caption, format, and conterdurance company and the date coveragéan under which the contract was issued,
to be considered substantially similar tainder the contract actually becomes efelating to eligibility for membership in
the requirements of the Model Act orfective is substantially longer than undethe group covered under a group contract.
Model Regulation. the insurance company’s usual business (i) Exceptions. For purposes of this
(c) Effective date.This section applies practice, then the issue date is the later paragraph (b)(4), the following changes
with respect to contracts issued after Dahe date coverage under the contract bare not treated as the issuance of a new
cember 10, 1999. comes effective or the issue date assignedntract—
to the contract by the insurance company. (A) A policyholder’s exercise of any
A policyholder’s right to return a contractright provided under the terms of the con-
within a free-look period following deliv- tract as in effect on December 31, 1996,
(a) Scope. The definitions and special 'y for a full refund of any premiums paidor a right required by applicable State law
provisions of this section apply solely forlS not taken into account in determinindo be provided to the policyholder;
purposes of determining whether an inthe contract’s issue date. (B) A Change in the mode of premium
surance contract (other than a qualified (ii) Special rule for group contracts. payment (for example, a change from
long-term care insurance contract delhe issue date of a group contract (includnonthly to quarterly premiums);
scribed in section 7702B(b) and any regung any certificate issued thereunder) is (C) In the case of a policy that is guar-
lations issued thereunder) is treated astBe date on which coverage under thanteed renewable or noncancellable, a
qualified long-term care insurance congroup contract becomes effective. classwide increase or decrease in premi-
tract for purposes of the Internal Revenue (iii) Exchange of contract or certainums;
Code under section 321(f)(2) of thechanges in a contract treated as a new is- (D) Areduction in premiums due to the
Health Insurance Portability and Accountsuance. For purposes of this paragraptpurchase of a long-term care insurance
ability Act of 1996 (Public Law 104-191). (b)(3)— contract by a family member of the poli-
(b) Pre-1997 long-term care insurance (A) A contract issued in exchange forcyholder;
contracts—(1) In general. A pre-1997 an existing contract after December 31, (E) A reduction in coverage (with a
long-term care insurance contract i4996, is considered a contract issued afteorresponding reduction in premiums)
treated as a qualified long-term care inthat date; made at the request of a policyholder;
surance contract, regardless of whether (B) Any change described in paragraph (F) Areduction in premiums as a result
the contract satisfies section 7702B(bfb)(4) of this section is treated as the issf extending to an individual policyholder
and any regulations issued thereunder. suance of a new contract with an issua discount applicable to similar categories
(2) Pre-1997 long-term care insurancedate no earlier than the date the changé individuals pursuant to a premium rate
contract defined.A pre-1997 long-term goes into effect; and structure that was in effect on December
care insurance contract is any insurance (C) If a change described in paragrapB1, 1996, for the issuer’s pre-1997 long-
contract with an issue date before Januat$)(4) of this section occurs with regard tderm care insurance contracts of the same
1, 1997, that met the long-term care insuene or more, but fewer than all, of the certype;
ance requirements of the State in whictificates evidencing coverage under a (G) The addition, without an increase
the contract was sitused on the issue dagroup contract, then the insurance coverm premiums, of alternative forms of ben-
For this purpose, the long-term care insuage under the changed certificates igfits that may be selected by the policy-
ance requirements of the State are thHeeated as coverage under a newly issuéalder;
State laws (including statutory and adgroup contract (and the insurance cover- (H) The addition of a rider (including
ministrative law) that are intended to regage provided by any unchanged certifiany similarly identifiable amendment) to
ulate insurance coverage that constitutesite continues to be treated as coveragepre-1997 long-term care insurance con-
“long-term care insurance” (as defined inunder the original group contract). tract in any case in which the rider, if is-
section 4 of the National Association of (4) Changes treated as the issuance &fued as a separate contract of insurance,
Insurance Commissioners (NAIC) Long-a new contract(i) In general. For pur- would itself be a qualified long-term care
Term Care Insurance Model Act, as in efposes of paragraph (b)(3) of this sectionnsurance contract under section 7702B

§1.7702B-2 Special rules for pre-1997
long-term care insurance contracts.
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and any regulations issued thereunder (irthe right to return the contract within 15 days folcember 31, 1996, the contract met the long-term
cluding the consumer protection proviJOWif‘g delivery for a refund of ell premiums paid. care insurance requirements of the State i!’\ which
sions in section 77028(9) to the extent ap- (ii) Under paragraph (b)(3)(i) of this section, thethe contract was S|tuseq. _ In 1996_,.the policy _was

. L. . Issue date of the contract is December 20, 199@mended to add a provision requiring the policy-
plicable to the addition of a rider); Thus, the contract is a pre-1997 long-term care irkolder to be offered the right to increase dollar limits

(I) The deletion of a rider or provisionsyrance contract that is treated as a qualified longer inflation every three years (without the policy-
of a contract that prohibited coordinationerm care insurance contract. holder being required to pass a physical or satisfy
of benefits with Medicare (often referred Example 2(i) The facts are the same asgr- any other ur]derwriting requirements). During 2002,
to as an HHS (Health and Human Seralmple 1,except that the insurance coverage undee elect.s to increase the arnour\t of insurance cover-

. . . the contract does not become effective until Marchge (with a resulting premium increase) pursuant to
vices) rider); ) ) . 1,1997. Under the insurance company’s usual bughe inflation provision.

(J) The effectuation of a continuationess practice, the period between the date of the ap-(ii) Under paragraph (b)(4)(ii)(A) of this section,
or conversion of coverage right that islication and the date the contract becomes effectin increase in the amount of insurance coverage at
provided under a pre-1997 group contrads 30 days or less. the election of the policyholder <With0ut the ins_u_r-
and that, in accordance with the terms of (i) Under paragraph (b)(3)() of this section, theancehcolmp.a”?'ys Consim arl'.d ‘a"t&‘)“t “f‘dhe”;"”t'”g

. issue date of the contract is March 1, 1997. Thur other limitations on the policyholder’s rights) pur-
the contraet as in effect on December 3 e contract is not a pre-1997 long-term care insupuant to a pre-1997 inflatisn p?lovision is not trepated
1996, provides for coverage under an ing,.e contract, and, accordingly, the contract mug$ the issuance of a new contract. Thus, C's contract
dividual contract following an individ- meet the requirements of section 7702B(b) and arfpntinues to be a pre-1997 long-term care insurance
ual’s ineligibility for continued coverage regulations issued thereunder to be a qualified longontract that is treated as a qualified long-term care
under the group contract; and term care insurance contract. insurance contract.

K) Th itution of one insurer for Example 3 (i) B, an individual, is the policy- . . o
(K) € substitution of one insurer fo holder under a long-term care insurance contract (C) Effective dateThis section is effec-

another insurer in an assumption reINSUL, rchased in 1995. On June 15, 2000, the insurantive January 1, 1999.

ance transaction. coverage and premiums under the contract are in-

(5) Examples.The following examples creased by agreement between B and the insurance David A. Mader,
illustrate the principles of this paragraptsompany. Acting Deputy Commissioner of
(b): (i) Under paragraph (b)(4)(i)(A) of this section, Internal Revenue.

a change in the terms of a contract that alters the

i indi- amount or timing of an item | h licy-
~ Example 1.(i) On December 3, 1996, A, an indi- amount or timing of an ite payable by the po 'CyApproved November 24, 1998.
vidual, submits a signed application to an insurandeolder or the insurance company is treated as the is-
company to purchase a nursing home contract thavance of a new contract. Thus, B's coverage is
meets the long-term care insurance requirements @gated as coverage under a contract issued on June

Donald C. Lubick,

the State in which the contract is sitused. The insul5, 2000, and, accordingly, the contract must meet Assistant Secretary of
ance company decides on December 20, 1996, thatlie requirements of section 7702B(b) and any regu- the Treasury.
will issue the contract, and assigns December 2@tions issued thereunder in order to be a qualified

1996, as the issue date for the contract. Under theng-term care insurance contract. (Filed by the Office of the Federal Register on De-

terms of the contract, A's insurance coverage be- Example 4. (i) C, an individual, is the policy- cember 9, 1998, 8:45 a.m., and published in the
comes effective on January 1, 1997. The comparholder under a long-term care insurance contragtsue of the Federal Register for December 10, 1998,
delivers the contract to A on January 3, 1997. A hgsurchased in 1994. At that time and through De63 F.R. 68184)
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Part lll. Administrative, Procedural, and Miscellaneous

26 CFR 601.201: Rulings and determination SEC. 2. SCOPE 8§ 846(c) for 1998, which is 6.31 percent,
letters. .
. and by assuming all loss payments occur
(Also Part |, sections 846; 1.846-1.) This revenue procedure applies to any, the}:niddle of t?\e calendzlr);/ear.
taxpayer that is required to discount its ; I ;
Rev. Proc. 99-15 : X .02 If the groupings of individual lines
unpaid losses under § 846 for a line of¢ psiness on the annual statement
SECTION 1. PURPOSE business using discount factors pUb“She@nanges, taxpayers must discount the un-
_ _ by the Secretary. paid losses on the resulting lines of busi-
This revenue procedure prescribes the. . o 0 < OF DISCOUNT ness in accordance with the discounting
loss payment patterns and discount fag, ~- b o patterns that would have applied to those
tors for the 1998 accident year. These unpaid losses based on their classification

factors will be used for computing dis- .01 The following tables present sepasn the 1995 annual statement. In addi-
counted unpaid losses under 8 846 of thately for each line of business the distion, section V of Notice 88-100, 1988-2

Internal Revenue Code. See Rev. Progount factors under § 846 for acciden€.B. 439, provides rules concerning the
98-11, 1998-4 I.R.B. 9, for backgroundear 1998. All the discount factors predetermination of losses for accident years
concerning the loss payment patterns argknted in this section were determinedot separately reported on the annual
application of the discount factors. using the applicable interest rate undestatement.

.03 Tables
Accident and Health (Other Than Disability Income or Credit Disability Insurance)

Discount factor for all years equals 96.9869 percent.

Auto Physical Damage

Discounted

Cumulative Estimated Unpaid Unpaid

Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors

(%) (%) (%) (%) (%)
AY+ 0 89.9430 89.9430 10.0570 9.7016 96.4662
AY+ 1 99.3814 9.4384 0.6186 0.5822 94.1086
AY+ 2 N/A 0.3093 0.3093 0.3000 96.9869
AY+ 3 N/A 0.3093 0.0000 0.0000 Fxx

Commercial Auto/Truck Liability/Medical
Discounted

Cumulative Estimated Unpaid Unpaid

Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors

(%) (%) (%) (%) (%)
AY+ 0 25.8075 25.8075 74.1925 64.9208 87.5031
AY+ 1 49.8793 24.0718 50.1207 44,1976 88.1823
AY+ 2 67.6592 17.7799 32.3408 28.6542 88.6007
AY+ 3 79.7711 12.1119 20.2289 17.9741 88.8535
AY+ 4 88.2132 8.4421 11.7868 10.4038 88.2671
AY+ 5 93.1778 4.9646 6.8222 5.9415 87.0908
AY+ 6 95.9623 2.7845 4.0377 3.4454 85.3310
AY+ 7 97.0091 1.0468 2.9909 2.5835 86.3785
AY+ 8 97.5719 0.5628 2.4281 2.1662 89.2148
AY+ 9 98.2191 0.6471 1.7809 1.6357 91.8421
AY+10 N/A 0.6471 1.1338 1.0717 94.5157
AY+11 N/A 0.6471 0.4867 0.4721 96.9869
AY+12 N/A 0.4867 0.0000 0.0000 rxk
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Tax Year

AY+ 0
AY+ 1
AY+ 2
AY+ 3
AY+ 4
AY+ 5
AY+ 6
AY+ 7
AY+ 8
AY+ 9
AY+10
AY+11
AY+12
AY+13
AY+14
AY+15

Tax Year

AY+ 0
AY+ 1
AY+ 2
AY+ 3

Tax Year

AY+ 0
AY+ 1
AY+ 2
AY+ 3

1999-7 |.R.B.

Cumulative

Losses
Paid

(%)

35.4611
59.1449
70.8220
81.9019
86.3688
90.0497
92.7488
93.8259
94.2415
94.8568
N/A
N/A
N/A
N/A
N/A
N/A

Cumulative

Losses
Paid

(%)

24.1540

59.0961
N/A
N/A

Cumulative

Losses
Paid

(%)

9.2513

50.5659
N/A
N/A

Estimated
Losses Paid
Each Year

(%)

35.4611
23.6838
11.6771
11.0799
4.4669
3.6809
2.6991
1.0771
0.4156
0.6153
0.6153
0.6153
0.6153
0.6153
0.6153
2.0665

Fidelity/Surety

Estimated
Losses Paid
Each Year

(%)

24.1540

34.9421
20.4520
20.4520

Estimated
Losses Paid
Each Year
(%)

9.2513

41.3146
247171
247171

43

Composite Discount Factors

Unpaid
Losses at
Year End
(%)

64.5389
40.8551
29.1780
18.0981
13.6312
9.9503
7.2512
6.1741
5.7585
5.1432
4.5279
3.9125
3.2972
2.6819
2.0665
0.0000

Unpaid
Losses at
Year End
(%)

75.8460

40.9039
20.4520

0.0000

Financial Guaranty/Mortgage Guaranty

Unpaid

Losses at

Year End
(%)

90.7487

49.4341
247171

0.0000

Discounted
Unpaid
Losses at
Year End
(%)

55.1909
34.2539
24.3754
14.4894
10.7980
7.6841
5.3860
4.6153
4.4780
4.1261
3.7520
3.3543
2.9316
2.4821
2.0043
0.0000

Discounted
Unpaid
Losses at
Year End
(%)

70.0985

38.4941
19.8357

0.0000

Discounted
Unpaid
Losses at
Year End
(%)

83.8302

46.5217
23.9723

0.0000

Discount
Factors
(%)

85.5157
83.8423
83.5404
80.0603
79.2152
77.2246
74.2771
74.7524
77.7634
80.2252
82.8658
85.7336
88.9107
92.5511
96.9869

*kk

Discount
Factors
(%)

92.4222
94.1086
96.9869

*kk

Discount
Factors
(%)

92.3762
94.1086
96.9869

*kk
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International (Composite)

Discounted

Cumulative Estimated Unpaid Unpaid

Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors

(%) (%) (%) (%) (%)
AY+ 0 35.4611 35.4611 64.5389 55.1909 85.5157
AY+ 1 59.1449 23.6838 40.8551 34.2539 83.8423
AY+ 2 70.8220 11.6771 29.1780 24.3754 83.5404
AY+ 3 81.9019 11.0799 18.0981 14.4894 80.0603
AY+ 4 86.3688 4.4669 13.6312 10.7980 79.2152
AY+ 5 90.0497 3.6809 9.9503 7.6841 77.2246
AY+ 6 92.7488 2.6991 7.2512 5.3860 74.2771
AY+ 7 93.8259 1.0771 6.1741 4.6153 74.7524
AY+ 8 94.2415 0.4156 5.7585 4.4780 77.7634
AY+ 9 94.8568 0.6153 5.1432 4.1261 80.2252
AY+10 N/A 0.6153 45279 3.7520 82.8658
AY+11 N/A 0.6153 3.9125 3.3543 85.7336
AY+12 N/A 0.6153 3.2972 2.9316 88.9107
AY+13 N/A 0.6153 2.6819 2.4821 92.5511
AY+14 N/A 0.6153 2.0665 2.0043 96.9869
AY+15 N/A 2.0665 0.0000 0.0000 rxk

Medical Malpractice — Claims-Made
Discounted

Cumulative Estimated Unpaid Unpaid

Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors

(%) (%) (%) (%) (%)
AY+ 0 6.3899 6.3899 93.6101 76.7454 81.9841
AY+ 1 24.0011 17.6112 75.9989 63.4297 83.4614
AY+ 2 42.6970 18.6959 57.3030 48.1554 84.0365
AY+ 3 58.0610 15.3640 41.9390 35.3527 84.2955
AY+ 4 69.6653 11.6043 30.3347 25.6187 84.4533
AY+ 5 75.6033 5.9380 24.3967 21.1127 86.5391
AY+ 6 81.8786 6.2753 18.1214 15.9746 88.1535
AY+ 7 87.8539 5.9753 12.1461 10.8217 89.0962
AY+ 8 89.5207 1.6668 10.4793 9.7859 93.3839
AY+ 9 94.3025 4.7818 5.6975 5.4731 96.0616
AY+10 N/A 4.7818 0.9157 0.8881 96.9869
AY+11 N/A 0.9157 0.0000 0.0000 e
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Tax Year

AY+ 0
AY+ 1
AY+ 2
AY+ 3
AY+ 4
AY+ 5
AY+ 6
AY+ 7
AY+ 8
AY+ 9
AY+10
AY+11
AY+12

Tax Year

AY+0
AY+ 1
AY+ 2
AY+ 3

Tax Year

AY+ 0
AY+ 1
AY+ 2
AY+ 3
AY+ 4
AY+ 5
AY+ 6
AY+ 7
AY+ 8
AY+9
AY+10
AY+11
AY+12
AY+13

1999-7 |.R.B.

Cumulative

Losses
Paid

(%)

2.1239
6.4831
15.5987
31.9062
45.0931
50.0751
60.9728
69.2138
72.8658
80.0005
N/A
N/A
N/A

Cumulative

Losses
Paid

(%)

77.6669

94.0673
N/A
N/A

Cumulative

Losses
Paid

(%)

55.9587
77.8939
84.0083
91.3188
92.1670
94.3838
96.4959
97.3670
98.0034
98.4059
N/A
N/A
N/A
N/A

Medical Malpractice — Occurrence

Estimated Unpaid
Losses Paid Losses at
Each Year Year End
(%) (%)
2.1239 97.8761
4.3592 93.5169
9.1156 84.4013
16.3075 68.0938
13.1868 54.9069
49821 49.9249
10.8976 39.0272
8.2411 30.7862
3.6519 27.1342
7.1347 19.9995
7.1347 12.8648
7.1347 5.7300
5.7300 0.0000

Miscellaneous Casualty

Estimated Unpaid
Losses Paid Losses at
Each Year Year End

(%) (%)
77.6669 22.3331
16.4004 5.9327
2.9664 2.9664
2.9664 0.0000

Multiple Peril Lines

Estimated Unpaid
Losses Paid Losses at
Each Year Year End
(%) (%)
55.9587 44.0413
21.9352 22.1061
6.1144 15.9917
7.3105 8.6812
0.8482 7.8330
2.2168 5.6162
21121 3.5041
0.8712 2.6330
0.6364 1.9966
0.4025 1.5941
0.4025 1.1916
0.4025 0.7892
0.4025 0.3867
0.3867 0.0000
45

Discounted
Unpaid
Losses at
Year End
(%)

71.4127
71.4242
66.5322
53.9163
43.7218
41.3439
32.7165
26.2837
24.1769
18.3460
12.1473
5.5574
0.0000

Discounted
Unpaid
Losses at
Year End
(%)

21.1580
5.5832

2.8770

0.0000

(Homeowners/Farmowners Multiple Peril, Commercial Multiple Peril,
and Special Liability (Ocean Marine, Aircraft (All Perils), Boiler and Machinery))

Discounted
Unpaid
Losses at
Year End
(%)

39.0450
18.8920
13.7797
7.1116
6.6858
4.8220
2.9486
2.2365
1.7214
1.4151
1.0894
0.7431
0.3750
0.0000

Discount
Factors
(%)

72.9623
76.3757
78.8284
79.1794
79.6290
82.8121
83.8298
85.3752
89.1010
91.7325
94.4228
96.9869

*kk

Discount
Factors
(%)

94.7384
94.1086
96.9869

*kk

Discount
Factors
(%)

88.6553
85.4607
86.1681
81.9199
85.3545
85.8592
84.1467
84.9399
86.2176
88.7674
91.4173
94.1661
96.9869

*kk
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Other (Including Credit)

Discounted
Cumulative Estimated Unpaid Unpaid
Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors
(%) (%) (%) (%) (%)
AY+ 0 66.7418 66.7418 33.2582 31.3484 94.2575
AY+ 1 89.2755 22.5337 10.7245 10.0927 94.1086
AY+ 2 N/A 5.3622 5.3622 5.2007 96.9869
AY+ 3 N/A 5.3622 0.0000 0.0000 Fxk
Other Liability — Claims-Made
Discounted
Cumulative Estimated Unpaid Unpaid
Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors
(%) (%) (%) (%) (%)
AY+ 0 10.2440 10.2440 89.7560 73.7589 82.1771
AY+ 1 29.3763 19.1323 70.6237 58.6864 83.0973
AY+ 2 44,4111 15.0349 55.5889 46.8875 84.3470
AY+ 3 67.8197 23.4086 32.1803 25.7103 79.8946
AY+ 4 73.4753 5.6555 26.5247 21.5014 81.0617
AY+ 5 78.8604 5.3852 21.1396 17.3057 81.8638
AY+ 6 83.5027 4.6422 16.4973 13.6112 82.5054
AY+ 7 84.0676 0.5649 15.9324 13.8876 87.1656
AY+ 8 85.2129 1.1453 14.7871 13.5830 91.8570
AY+ 9 90.5992 5.3863 9.4008 8.8865 94,5285
AY+10 N/A 5.3863 4.0145 3.8936 96.9869
AY+11 N/A 4.0145 0.0000 0.0000 el
Other Liability — Occurrence
Discounted
Cumulative Estimated Unpaid Unpaid
Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors
(%) (%) (%) (%) (%)
AY+ 0 13.5751 13.5751 86.4249 67.7139 78.3500
AY+ 1 26.3964 12.8213 73.6036 58.7671 79.8426
AY+ 2 40.2725 13.8761 59.7275 48.1680 80.6464
AY+ 3 55.4566 15.1841 44,5434 35.5516 79.8134
AY+ 4 65.3309 9.8742 34.6691 27.6139 79.6498
AY+ 5 74.0647 8.7339 25.9353 20.3511 78.4690
AY+ 6 80.9090 6.8442 19.0910 14.5784 76.3627
AY+ 7 84.3622 3.4532 15.6378 11.9378 76.3395
AY+ 8 84.6163 0.2542 15.3837 12.4290 80.7938
AY+ 9 86.7311 2.1147 13.2689 11.0329 83.1483
AY+10 N/A 2.1147 11.1542 9.5486 85.6057
AY+11 N/A 2.1147 9.0395 7.9707 88.1769
AY+12 N/A 2.1147 6.9247 6.2932 90.8806
AY+13 N/A 2.1147 4.8100 4.,5099 93.7612
AY+14 N/A 2.1147 2.6953 2.6140 96.9869
AY+15 N/A 2.6953 0.0000 0.0000 rxk
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Private Passenger Auto Liability/Medical

Discounted

Cumulative Estimated Unpaid Unpaid

Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors

(%) (%) (%) (%) (%)
AY+ 0 37.9339 37.9339 62.0661 56.2567 90.6400
AY+ 1 67.7044 29.7705 32.2956 29.1111 90.1396
AY+ 2 81.5316 13.8272 18.4684 16.6913 90.3774
AY+ 3 89.8898 8.3583 10.1102 9.1266 90.2713
AY+ 4 94.6531 4.7633 5.3469 4.7912 89.6074
AY+5 97.1265 2.4734 2.8735 2.5433 88.5087
AY+ 6 98.4587 1.3322 1.5413 1.3302 86.3036
AY+ 7 98.9811 0.5224 1.0189 0.8755 85.9258
AY+ 8 99.2330 0.2519 0.7670 0.6710 87.4859
AY+ 9 99.4067 0.1737 0.5933 0.5343 90.0498
AY+10 N/A 0.1737 0.4196 0.3889 92.6798
AY+11 N/A 0.1737 0.2460 0.2344 95.2948
AY+12 N/A 0.1737 0.0723 0.0701 96.9869
AY+13 N/A 0.0723 0.0000 0.0000 *xk

Products Liability — Claims-Made
Discounted

Cumulative Estimated Unpaid Unpaid

Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors

(%) (%) (%) (%) (%)
AY+ 0 4.9750 4.9750 95.0250 75.3503 79.2952
AY+ 1 15.1072 10.1322 84.8928 69.6580 82.0540
AY+ 2 30.9560 15.8488 69.0440 57.7122 83.5875
AY+ 3 38.2420 7.2860 61.7580 53.8414 87.1813
AY+ 4 68.6101 30.3681 31.3899 25.9272 82.5975
AY+ 5 78.5966 9.9865 21.4034 17.2665 80.6719
AY+ 6 88.3971 9.8005 11.6029 8.2511 71.1122
AY+ 7 93.2957 4.8986 6.7043 3.7210 55.5008
AY+ 8 88.3815 -4.9142 11.6185 9.0226 77.6571
AY+ 9 89.6105 1.2290 10.3895 8.3247 80.1263
AY+10 N/A 1.2290 9.1604 7.5828 82.7774
AY+11 N/A 1.2290 7.9314 6.7940 85.6598
AY+12 N/A 1.2290 6.7024 5.9555 88.8568
AY+13 N/A 1.2290 5.4733 5.0641 92.5229
AY+14 N/A 1.2290 4.2443 41164 96.9869
AY+15 N/A 4.2443 0.0000 0.0000 e
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Products Liability — Occurrence

Discounted

Cumulative Estimated Unpaid Unpaid

Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors

(%) (%) (%) (%) (%)
AY+ 0 9.0653 9.0653 90.9347 68.5447 75.3780
AY+ 1 14.9035 5.8382 85.0965 66.8503 78.5583
AY+ 2 29.2591 14.3555 70.7409 56.2670 79.5396
AY+ 3 45.6462 16.3871 54.3538 42.9213 78.9665
AY+ 4 57.5945 11.9483 42.4055 33.3101 78.5514
AY+ 5 63.8634 6.2689 36.1366 28.9483 80.1080
AY+ 6 75.2266 11.3632 24.7734 19.0587 76.9322
AY+ 7 78.2679 3.0413 21.7321 17.1256 78.8030
AY+ 8 78.1898 -0.0781 21.8102 18.2867 83.8447
AY+ 9 81.8722 3.6825 18.1278 15.6437 86.2972
AY+10 N/A 3.6825 14.4453 12.8340 88.8455
AY+11 N/A 3.6825 10.7628 9.8469 91.4903
AY+12 N/A 3.6825 7.0803 6.6714 94.2243
AY+13 N/A 3.6825 3.3979 3.2955 96.9869
AY+14 N/A 3.3979 0.0000 0.0000 rxk

Reinsurance A (Nonproportional Property)
Discounted

Cumulative Estimated Unpaid Unpaid

Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors

(%) (%) (%) (%) (%)
AY+ 0 27.1668 27.1668 72.8332 64.6044 88.7020
AY+ 1 68.7008 41.5340 31.2992 25.8566 82.6112
AY+ 2 70.0362 1.3354 29.9638 26.1113 87.1429
AY+ 3 87.5338 17.4976 12.4662 9.7178 77.9528
AY+ 4 90.2132 2.6794 9.7868 7.5683 77.3318
AY+ 5 91.3751 1.1619 8.6249 6.8479 79.3965
AY+ 6 94.3845 3.0095 5.6155 4.1770 74.3844
AY+ 7 93.3293 -1.0552 6.6707 5.5286 82.8791
AY+ 8 N/A 1.0387 5.6320 4.8065 85.3426
AY+ 9 N/A 1.0387 4.5932 4.0387 87.9283
AY+10 N/A 1.0387 3.5545 3.2226 90.6623
AY+11 N/A 1.0387 2.5158 2.3549 93.6071
AY+12 N/A 1.0387 1.4771 1.4325 96.9869
AY+13 N/A 1.4771 0.0000 0.0000 e
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Reinsurance B (Nonproportional Liability)

Discounted
Cumulative Estimated Unpaid Unpaid
Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors
(%) (%) (%) (%) (%)
AY+ 0 6.6962 6.6962 93.3038 68.4920 73.4075
AY+ 1 22.3944 15.6982 77.6056 56.6279 72.9689
AY+ 2 32.6486 10.2542 67.3514 49.6284 73.6858
AY+ 3 50.2234 17.5748 49.7766 34.6391 69.5892
AY+ 4 53.5839 3.3605 46.4161 33.3600 71.8715
AY+ 5 55.6838 2.0999 44.3162 33.2998 75.1415
AY+ 6 63.6144 7.9306 36.3856 27.2240 74.8210
AY+ 7 66.4211 2.8066 33.5789 26.0480 77.5726
AY+ 8 N/A 2.8066 30.7723 24.7978 80.5850
AY+ 9 N/A 2.8066 27.9656 23.4687 83.9199
AY+10 N/A 2.8066 25.1590 22.0558 87.6656
AY+11 N/A 2.8066 22.3524 20.5537 91.9531
AY+12 N/A 2.8066 19.5457 18.9568 96.9869
AY+13 N/A 19.5457 0.0000 0.0000 rkk
Reinsurance C (Financial Lines)
Discounted
Cumulative Estimated Unpaid Unpaid
Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors
(%) (%) (%) (%) (%)
AY+ 0 11.4622 11.4622 88.5378 76.8712 86.8230
AY+ 1 44,5791 33.1169 55.4209 47.5760 85.8449
AY+ 2 63.9134 19.3343 36.0866 30.6431 84.9154
AY+ 3 65.6185 1.7051 34.3815 30.8186 89.6372
AY+ 4 79.9778 14.3593 20.0222 17.9578 89.6897
AY+ 5 88.9152 8.9374 11.0848 9.8759 89.0943
AY+ 6 91.2490 2.3338 8.7510 8.0928 92.4785
AY+ 7 94.7645 3.5155 5.2355 4.9788 95.0957
AY+ 8 N/A 3.5155 1.7200 1.6682 96.9869
AY+ 9 N/A 1.7200 0.0000 0.0000 xok
Special Property (Fire, Allied Lines, Inland Marine,
Earthquake, Glass, Burglary and Theft)
Discounted
Cumulative Estimated Unpaid Unpaid
Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors
(%) (%) (%) (%) (%)
AY+ 0 57.4895 57.4895 42,5105 40.4271 95.0992
AY+ 1 90.5193 33.0297 9.4807 8.9222 94.1086
AY+ 2 N/A 4,7404 4.7404 45975 96.9869
AY+ 3 N/A 4,7404 0.0000 0.0000 ke
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Workers’ Compensation

Discounted

Cumulative Estimated Unpaid Unpaid

Losses Losses Paid Losses at Losses at Discount
Tax Year Paid Each Year Year End Year End Factors

(%) (%) (%) (%) (%)
AY+ 0 23.6461 23.6461 76.3539 62.1882 81.4474
AY+ 1 44,8166 21.1705 55.1834 44,2841 80.2490
AY+ 2 57.9652 13.1486 42.0348 33.5213 79.7466
AY+ 3 72.0542 14.0889 27.9458 21.1099 75.5385
AY+ 4 80.5542 8.5000 19.4458 13.6778 70.3380
AY+ 5 84.8876 4.3334 15.1124 10.0728 66.6527
AY+ 6 87.1173 2.2297 12.8827 8.4094 65.2770
AY+ 7 88.2647 1.1473 11.7353 7.7571 66.1001
AY+ 8 88.5404 0.2757 11.4596 7.9622 69.4810
AY+ 9 88.8062 0.2658 11.1938 8.1906 73.1708
AY+10 N/A 0.2658 10.9279 8.4333 77.1719
AY+11 N/A 0.2658 10.6621 8.6913 81.5163
AY+12 N/A 0.2658 10.3963 8.9657 86.2394
AY+13 N/A 0.2658 10.1304 9.2573 91.3813
AY+14 N/A 0.2658 9.8646 9.5674 96.9869
AY+15 N/A 9.8646 0.0000 0.0000 rxk

DRAFTING INFORMATION (5)(A), paid losses are to be reduced byear. SeeRev. Proc. 98-12, 1998—4 |.R.B.
o ) salvage and reinsurance recovered duriri@, for background regarding the tables.
The pr|n9|pal author of this revenueyq taxaple year. This amount is adjusted .02 These tables must be used by tax-
procedure is Katherine A. Hossofsky o, yeflect changes in discounted unpaigayers irrespective of whether they
the Office of the Assistant Chief Counsej,gges on nonlife insurance contracts andlected to discount unpaid losses using
(Fmanc_lal Instlt_utlons and_ Prod_ucts). For, unpaid losses on life insurance coNgeir own historical experience under
further information regarding this revenuggcts. An adjustment is then made to r

procedure, contact Ms. Hossofsky o i di i : ) )
(252622 3477 (o a1l oo A, g rcconsa e e 08 SOV f oo 5-100 165
5c. B. 439, provides guidance concern-

coverable. ing the determination of discount factors
Pursuant to § 832(b), the amount of es- 9 . )

dor unpaid losses for accident years not
Separately reported on the annual state-
ment.

.04 Tables.

26 CFR 601.201: Rulings and determination letters, . . . .
(Also Part |, sections 832, 846; 1.832—4, 1.846—1,) timated salvage is determined on a di

counted basis in accordance with proc
Rev. Proc. 99-16 dures established by the Secretary.
SECTION 1. PURPOSE

SEC. 3. SCOPE
) ) Accident and Health (Other Than
This revenue procedure prescribes the This revenue procedure applies to anpjsapility Income or Credit Disability

salvage discount factors for the 1998 acctaxpayer that is required to discount EStiI'nsurance)
dent year. These factors will be used famnated salvage recoverable under § 832.
computing discounted estimated salvage

recoverable under § 832 of the InternaPEC- 4. APPLICATION

Revenue Code.

Discount factor for all years equals
96.9869 percent.

.01 The following tables present Sepay i Physical Damage

SEC. 2. BACKGROUND rately for each line of business the dis-

count factors under § 832 for the 1998 ac- Discount

Section 832(b)(5)(A) requires that allcident year. All the discount factorsyay vear Factors
estimated salvage recoverable (includingresented in this section were determined (%)
that which cannot be treated as an assgding the applicable interest rate under 8
for state accounting purposes) be take846(c) for 1998, which is 6.31 percentAY+ 0 95.5629
into account in computing the deductiorand by assuming all estimated salvage AY+ 1 94.1086
for losses incurred. Under § 832(b)+ecovered in the middle of each calendakY+ 2 96.9869
February 16, 1999 50 1999-7 |.R.B.



Commercial Auto/Truck International (Composite) Miscellaneous Casualty
Liability/Medical

Discount Discount
Discount Tax Year Factors Tax Year Factors
Tax Year Factors (%) (%)
(%) AY+ 0 855005  AY+0 94.9654
AY+ 0 88.0877 AY+ 1 83.9679 AY+ 1 94.1086
AY+ 1 87.2343 AY+ 2 83.5415 AY+ 2 96.9869
AY+ 2 88.9748 AY+ 3 83.4312 _ o
AY+ 3 88.2461  AY+4 84.1790  Multiple Peril Lines
AY+ 4 88.0707 AY+ 5 84.7621 (Homeowners/Farmowners Multiple
AY+ 5 90.4769 AY+ 6 84.8152 Peril, Commercial Multiple Peril, and
AY+ 6 85.7129 AY+ 7 84.9063 Special Liability (Ocean Marine,
AY+ 7 91.4059 AY+ 8 87.7812 Aircraft (All Perils), Boiler and
AY+ 8 89.8209  AY+9 90.3602  Machinery))
AY+ 9 92.4441 AY+10 93.0073 Discount
AY+10 95.0624 AY+11 95.6372 Tax Year Factors
AY+11 96.9869 AY+12 96.9869 (%)
Composite Discount Factors Medical Malpractice — Claims-Made  AY+ 0 88.1763
Discount Discount AY+1 871178
AY+ 2 87.8952
Tax Year Factors Tax Year Factors
%) %) AY+ 3 87.5458
AY+ 4 88.6854
AY+ 0 85.5905 AY+ 5 90.1534
AY+ 1 83.9679 ﬁii 8 gggési AY+ 6 90.1474
AY+ 2 83.5415 AY+ 2 71'0313 AY+ 7 89.0852
AY+ 3 83.4312 AY+ 3 70'3729 AY+ 8 91.5249
AY+ 4 84.1790 AY+ 4 73'9549 AY+ 9 94,2521
AY+ 5 84.7621 ’ AY+10 96.9869
AV 6 84.815 AY+5 72.2896 | |
AY+ 7 849063 AY+ 6 82.1032 Other (Including Credit)
AY+ 8 877812 AY+ 7 91.3723 .
AY+9 90.3602 ﬁii g gg;ggg Tax Year ?:I;E?;Zt
AY+10 93.0073 ’ (%)
AY+11 95.6372 Medical Malpractice — Occurrence
AY+12 96.9869 AY+ 0 96.0279
Discount AY+ 1 94.1086
Fidelity/Surety Tax Year Factors AY+ 2 96.9869
- (%) . .
Discount Other Liability — Claims-Made
Tax Year Factors
oA oo
: Tax Year Factors
AY+ 0 02.7722 AY+ 2 71.5334 (%)
AY+ 1 94,1086 AY+ 3 75.3549
AY+ 2 96.9869 AY+ 4 72.1156 AY+0 77.2493
AY+5 78.2176 AY+ 1 82.7956
Financial Guaranty/Mortgage AY+ 6 83.2218 AY+ 2 81.7927
Guaranty AY+ 7 86.3771 AY+ 3 79.4299
Discount AY+ 8 90.9036 AY+ 4 82.4531
Tax Year Factors AY+9 93.6031 AY+S 87.1799
(%) AY+10 96.3255 ~ AY+6 85.6712
AY+11 96.9869 AY+ 7 91.4105
AY+ 0 94.6276 AY+ 8 93.5648
AY+ 1 94.1086 AY+ 9 96.2785
AY+ 2 96.9869 AY+10 96.9869

1999-7 I|.R.B. 51 February 16, 1999



Other Liability — Occurrence

Tax Year

AY+ 0
AY+ 1
AY+ 2
AY+ 3
AY+ 4
AY+ 5
AY+ 6
AY+ 7
AY+ 8
AY+ 9
AY+10

Private Passenger Auto
Liability/Medical

Tax Year

AY+ 0
AY+ 1
AY+ 2
AY+ 3
AY+ 4
AY+ 5
AY+ 6
AY+ 7
AY+ 8
AY+9
AY+10
AY+11

Discount
Factors
(%)

78.2359
78.9690
81.3835
83.3811
84.6518
82.1857
86.3353
88.3258
92.5005
95.1170
96.9869

Discount
Factors
(%)

91.4498
90.8941
89.9496
89.5590
89.0875
89.5493
88.3238
89.0595
89.7588
92.3809
95.0019
96.9869

Products Liability — Claims-Made

Tax Year

AY+0
AY+ 1
AY+ 2
AY+ 3
AY+ 4
AY+ 5
AY+ 6
AY+ 7
AY+ 8
AY+9

February 16, 1999

Discount
Factors
(%)

78.6781
80.7444
85.2984
85.2066
80.7335
87.8419
80.4105
87.9957
96.7091
96.9869

Products Liability — Occurrence

Tax Year

AY+ 0
AY+ 1
AY+ 2
AY+ 3
AY+ 4
AY+ 5
AY+ 6
AY+ 7
AY+ 8
AY+ 9
AY+10
AY+11
AY+12
AY+13
AY+14

Discount

Factors
(%)

75.1746
77.8160
76.1658
77.4849
79.2679
78.6033
79.9964
71.9945
77.5374
80.0152
82.6784
85.5776
88.7971
92.4919
96.9869

Reinsurance A (Nonproportional

Property)

Tax Year

AY+ 0
AY+ 1
AY+ 2
AY+ 3
AY+ 4
AY+ 5
AY+ 6
AY+ 7
AY+ 8

Discount

Factors
(%)

86.3003
89.5400
92.3143
91.6614
78.5610
94.6950
93.2835
95.9451
96.9869

Reinsurance B (Nonproportional

Liability)

Tax Year

AY+0
AY+ 1
AY+ 2
AY+ 3
AY+ 4
AY+ 5
AY+ 6
AY+ 7
AY+ 8
AY+9
AY+10
AY+11
AY+12

52

Discount

Factors
(%)

74.2486
76.5505
77.2843
76.6711
79.2080
74.1857
75.9657
83.5910
86.0435
88.5976
91.2603
94.0436
96.9869

Reinsurance C (Financial Lines)

Discount
Tax Year Factors

(%)
AY+ 0 80.7281
AY+ 1 83.1505
AY+ 2 86.4803
AY+ 3 92.4729
AY+ 4 91.0172
AY+ 5 92.9369
AY+ 6 89.3800
AY+ 7 96.8709
AY+ 8 96.9869

Special Property (Fire, Allied Lines,
Inland Marine, Earthquake, Glass,

Burglary and Theft)

Discount
Tax Year Factors

(%)
AY+ 0 92.0841
AY+ 1 94.1086
AY+ 2 96.9869
Workers’ Compensation

Discount
Tax Year Factors

(%)
AY+ 0 78.0767
AY+ 1 80.5418
AY+ 2 82.4774
AY+ 3 84.0695
AY+ 4 84.1826
AY+ 5 84.3480
AY+ 6 85.5457
AY+ 7 86.3059
AY+ 8 88.7588
AY+ 9 91.4094
AY+10 94,1598
AY+11 96.9869

DRAFTING INFORMATION

The principal author of this revenue
procedure is Katherine A. Hossofsky of
the Office of the Assistant Chief Counsel
(Financial Institutions and Products). For
further information regarding this revenue
procedure, contact Ms. Hossofsky on
(202) 622-3477 (not a toll-free number).

26 CFR 601.204: Changes in accounting periods
and in methods of accounting.
(Also Part |, sections 446, 475; 1.446-1.)

Rev. Proc. 99-17
1999-7 L.R.B.



SECTION 1. PURPOSE .05 For a taxpayer who elects undeelection but fails to change its method of
_ ) § 475(e) or (f) to change its method of acaccounting to comply with that election is
This revenue procedure provides the X, nting for the taxable year that includessing an impermissible method.

clusive procedure for dealers in CommOdiAugust 5, 1997, § 1001(d)(4) of the Tax-
ties and traders in securities or CommOdbayer Reiief Act’of 1997 (the Act), Pub. | SECTION 5. PROCEDURES FOR

ties to make an election to use th‘f’\lo. 105-34, 111 Stat. 788 (August 5MAKING THE MARK-TO-MARKET
mark-to-market method of accountin91997) provides: (1) that any identificatiorELECTIONS

under § 475(e) or (f) of the Internal Rev; ; ; .
enue Code. required with respect to securities and .01 Elections effective for taxable years

commodities held on August 5, 1997, IS, \yhich the original federal income tax
SECTION 2. BACKGROUND treated as timely made if made on or D&y, was filed before March 18, 1999.

fore September 4, 1997; and (2) that thgOr a taxpaver to make a § 475(e) or
.01 Section 475(e) allows a dealer imet amount of the adjustments required Qiection tr?atyis effective for ‘Z taxafbl)e yegz

commodities to elect mark-to-market ache taken into account by the taxpayeg,. \vhich the original federal income tax
counting for commodities. Mark-to-mar-under § 481 is taken into account ratablyeturn was filed before March 18. 1999
ket accounting under the election, however the 4-taxable-year period beginningne taxpayer must either: ’ ’
ever, does not apply to commodities thawith the taxable year that includes August (1) have properly reﬂécted the applica-
meet certain criteria and are identifieds, 1997. The Conference Report to theA‘ﬁon of § 475 (including any required

under 8 475(b)(2) and (e). Such an identstates that any elections made for a ye F481(a) adjustment) in the calculation of
fication is ineffective unless it is made beafter the taxable year that includes Augu e taxpa ejr’s tax liability on its original

fore the close of the day on which the com, 1997, will be governed by rules and prog deral pin?:lome tax returr): for the elgction
modity was acquired, originated, orcedures established by the Secretary. H.g

entered into. Section 475(f) grants similaConf. Rep. No. 220, 105th Cong., 1st Ses ear; or

treatment to traders in securities and con%16 (1997). ..(2) -have failed to_prope_rly reflect thg ap-
modities plication of § 475 (including any required

.02 The legislative history to § 475(e)SECTION 3. SCOPE § 481(a) adjustment) in the calculation of

and (f) states that the mark-to-market elec- This revenue procedure anplies to co the ta>|<payers tax hiability fon s orlgm_al
tion will be made in the time and manner p pp Mederal income tax return for the election

prescribed by the Secretary and will be e&ﬁ:ﬂsjit%ia:g jérzet(r:]:?t\;\(/aelsnttrtid;iasléea%art but clearly demonstrated on that re-
fective for the taxable year for which it is . 1o use the mark-to-market methgmjm its intent to make the election for that
made and all subsequent taxable years, flear (for example, by a statement on, or at-

un- ) i
less revoked with the consent of the Sec:rgr}f accounting under § 475(e) or (). tachment to, the return), and file an
amended return for the election year on or

tary. H.R. Rep. No. 148, 105th Cong., 1 )
sgs_ 446 (1987). O+ 1BECTION 4. EFFECT OF ELECTION before June 16, 1999, that properly reflects

.03 Use of mark-to-market accounting An election under § 475(e) or (f) deter{he application of § 475 (including any re-
under § 475(e) or (f) is a method of aciines the method of accounting that afuired § 481(a) adjustment).
counting. Generally, a taxpayer must obelecting taxpayer is required to use for fed- .02 Elections effective for other taxable
tain the consent of the Commissioner téral income tax purposes for securities aféars beginning before January 1, 1999.
change a method of accounting for federgiommodities subject to the election. Thug;or a taxpayer to make a § 475(e) or (f)
income tax purposes. To obtain this corPeginning with the first taxable year forelection that is effective for a taxable year
sent, a Form 3115, Application forwhich the election is effective (the electiorwhich begins before January 1, 1999, and
Change in Accounting Method, generallyear) and continuing for all subsequenfior which the original federal income tax
must be filed during the taxable year ifaxable years (unless the election is réeturn is filed on or after March 18, 1999,
which the taxpayer desires to make theoked with the consent of the Commisthe taxpayer must make the election by at-
change in method of accounting. Theioner), a method of accounting for securtaching a statement that satisfies the re-
Commissioner, however, is authorized téies or commodities subject to the electioguirements in section 5.04 of this revenue
prescribe administrative procedures sets impermissible for an electing taxpayeprocedure to an original federal income tax
ting forth the limitations, terms, and con-unless the method is in accordance with @turn for the election year that is timely
ditions the Commissioner deems nece#75 and the regulations thereunder. If #led (including extensions).
sary to obtain consent. See § 446(e) attaxpayer described in section 3 of this rev- .03Elections effective for a taxable year
the regulations thereunder. enue procedure makes an election undbeginning on or after January 1, 1999.

.04 In computing taxable income,section 5 of this revenue procedure, and (1) General procedure.Except as pro-
§ 481(a) requires a taxpayer to take into athe taxpayer’'s method of accounting for ityided in section 5.03(2) of this revenue
count those adjustments necessary to priexable year immediately preceding th@rocedure, for a taxpayer to make a §
vent amounts from being duplicated oelection year is inconsistent with § 475, thd75(e) or (f) election that is effective for a
omitted when the taxpayer’s taxable intaxpayer is required to change its methoxable year beginning on or after January
come is computed under a method of a®f accounting to comply with its election.1, 1999, the taxpayer must file a statement
counting different from the method used t&ection 6 of this revenue procedure corthat satisfies the requirements in section
compute taxable income for the precedintains procedures for effecting this changé.04 of this revenue procedure. The state-
taxable year. A taxpayer that makes a 8§ 475(e) or (flnent must be filed not later than the due
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date (without regard to extensions) of thguirements of this section 6.02. Ataxpayetained in this revenue procedure have
original federal income tax return for thedescribed in section 3 that is required tbeen reviewed and approved by the Of-
taxable year immediately preceding thehange its method of accounting to complfice of Management and Budget in accor-
election year and must be attached either tath its election under section 5.01(2) mustlance with the Paperwork Reduction Act
that return or, if applicable, to a request focomply with the requirements of section44 U.S.C. 3507) under control number
an extension of time to file that return.  6.02(2) of this revenue procedure (substit545-1641.

(2) New taxpayersA new taxpayer is a tuting the amended return required by sec- The collections of information in this
taxpayer for which no federal income taxion 5.01(2) for the original return referredrevenue procedure are in sections 5 and 6
return was required to be filed for the taxto in section 6.02(2)). of this revenue procedure. This informa-
able year immediately preceding the elec- (2) Taxpayers electing under sectiorion is required by the IRS to facilitate
tion year. A new taxpayer makes the ele.02 or 5.03(1). A taxpayer described in monitoring taxpayers that make the elec-
tion by placing in its books and records nsection 3 of this revenue procedure thaions under § 475(e) or (f). This informa-
later than 2 months and 15 days after thmakes an election under section 5.02 @jon will be used if a taxpayer making the
first day of the election year a statemerf.03(1) of this revenue procedure and is resjection is audited. The likely recordkeep-
that satisfies the requirements in sectioguired to change its method of accountingrs and respondents are businesses or
5.04 of this revenue procedure. To notifynust complete and file a Form 3115 for th@ther for-profit institutions.
the Service that the election was made, thyear of change pursuant to the filing re- The reporting burden for the collection
new taxpayer must attach a copy of thguirements in section 6.02 of Rev. Proce jnformation in section 6.02 of this rev-
statement to its original federal income ta8—60, 1998-51 |.R.B. 16. Thus, the origiznye procedure is reflected in the burden
return for the election year. nal Form 3115 must be attached to the tagt Form 3115. The burden of the require-

.04 Required statementThe statement payer’s timely filed (including extensions)ant to file amended returns in section
must describe the election being made, tisiginal federal income tax retur for thes 41 of this revenue procedure is reflected
first taxable year for which the election isyear of change, and a copy of the Form v« burden of Forms 1120X and 1040X.
effective, and, in the case of an electiod115 must be filed with the national offiCery,q ogtimated total annual reporting and/or
under § 475(f), the trade or business fdio later than when the original Form 3113, . 4 eening burden for the collection of
which the election is made. is filed with the federal income tax returny ¢\ vion described in section 5.01-5.04

for the year of change. The label described ., . :
SECTION 6. CHANGE IN METHOD OF i section 6.02(3) of Rev. Proc. 98607 1S /8Venue procedure is 500 fours
ACCOUNTING however, should refer to this revenue pro- The estimated annual burden per re-
. cedure rather than to the APPENDIX Oispondent/recordkeeper varies f.”’”.“ .15
.01 Consent. A change in a taxpayer’s ev. Proc. 98-60. Further. in the addir_mnutes to 1 hour, depending on individ-
method of accounting to mark—to—markeﬁon'al sta.tement.describeld in sectioHaI circumstances, with an estimated aver-
accounting is a change in method of aCS.OZ(S) of Rev. Proc. 98—60. the taxpaye?ge of 30 minutes. The estimated number
counting to which the prov!sions of 8§ 446 agree to all the terms z;nd conditior&f "espondents and/or recordkeepers is
and 481 and the r_eg_ulatlons thereund% this revenue procedure rather than tho 000. .
apply. The Commissioner hereby grants oo Proc. 98—60. The estimated annual frequency of re-
consent for a taxpayer to change its .03 Section 481(a) adjustmenlt a tax- sponses is once in the existence of each re-
method of accounting for securities Olbayer changes its method of accountin@oondem'
commodities, as appropriate, if the followy 4o section 6.01 of this revenue proce- AN @gency may not conduct or sponsor,
ing conditions are satisfied: dure, the taxpayer must take into accou"d @ person is not required to respond to,
(1) the taxpayer is described in section g, ot amount of the § 481(a) adjustmeri collection of information unless it dis-
of this revenue procedure; in the manner provided in section 5.04 oplays a valid control number assigned by
(2) the taxpayer complies with the eleCra,,  proc. 98-60. Thus, thethe Office of Management and Budget.
tion reqUirementS set forth in section 5 Og 481(a_) adjustment genera”y is taken into Books or records relating to a collection
this revenue procedure; account ratably over four taxable years b&f information must be retained as long as
(3) the method of accounting to WhiChginning with the year of change. For puriheil’ contents may become material in the
the taxpayer is changing is in accordanCgnses of § 481, a change in method of agdministration of any internal revenue
with its election under § 475; counting made under this revenudaw. Generally, tax returns and tax return
(4) the year of change is the eIeCtiorﬂ)rocedure is a change in method of adaformation are confidential, as required

year; and o counting initiated by the taxpayer. by 26 U.S.C. 6103.
(5) the taxpayer complies with the ap-

plicable requirements of this section 6. SECTION 7. EFFECTIVE DATE DRAFTING INFORMATION

.02Filing requirements. _ _ _ . .
(1) Taxpayers electing under section This revenue procedure is effective Feb- The principal author of this revenue pro-

5.01. A taxpayer described in sections 3Ua7Y 8, 1999, the date this revenue proceedure is Jo Lynn Ricks of the Office of the
aﬁd ;501(1) of this revenue procedure thgt“re was made available to the public.  Assistant Chief Counsel (Financial Institu-

changed its method of accounting to PrOPSECTION 8. PAPERWORK tions and Products). For further informa-

- . i ding this revenue prabere,
erly reflect the application of 8 475 on itSREpUCTION ACT tion regar .
original federal income tax return for the contact Ms. Ricks on (202) 622-3920

election year has satisfied the filing re- The collections of information con- (ot a toll-free call).
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Part IV. Items of General Interest

Notice of Proposed Rulemaking Mitchel S. Hyman, (202) 622-3620; con-ment is not required. It also has been de-
cerning submissions, Michael Slaughtetermined that section 553(b) of the Ad-

Payment by Check or Money (202) 622-7190 (not toll-free numbers). ministrative Procedure Act (5 U.S.C.
Order; Payment by Credit Card chapter 5) does not apply to these regula-
and Debit Card SUPPLEMENTARY INFORMATION:  tions, and because the regulation does not
impose a collection of information on
REG-111435-98 Background small entities, the Regulatory Flexibility

This document contains a proposedct (5 U.S.C. chapter 6) does not apply.
amendment to the Procedure and AdmirRursuant to section 7805(f) of the Internal
istration Regulations (26 CFR Part 301Revenue Code, this notice of proposed
ACTION: Notice of proposed rulemak-amending §301.§311—1 to reflect the errulemaking will be submitted to the Chief
ing and notice of proposed rulemaking b ctment of seguon 3703 of t.he InternaCounsel fqr Advopacy of the Small Bu§|-
cross-reference to temporary regulationsR€venue Service Restructuring and Reess Admlnlstrat|oq for comment on its

form Act of 1998 (Public Law 105-206, impact on small business.
SUMMARY: In T.D. 8793, page 15 in 112 Stat. 685)(1998 Act). Section s and R for a Publi
this Bulletin, the IRS is issuing temporary301.6311-1 currently states that checks gromments and Requests for a Public
regulations relating to payment of internamoney orders should be made payable fdearing
revenue taxes by credit card or debit car§f)€ Internal Revenue Service. Section gefore these proposed regulations are
The text of the temporary regulations als§703 Of the 1998 Act states that the Secrgyqhteq as final regulations, considera-
serves as the text of these proposed red@y of the Treasury shall establish suchly, il be given to any written com-
lations. This document also contains prdles, regulations, and procedures as afgants (a signed original and eight (8)
posed regulations that provide that payecessary to allow payment of taxes by, ieq) or electronically generated com-
ments of tax by check or money ordefheCk or money order to be made payablgois"that are submitted timely to the
should be made payable to the UnitelP the United States Treasury. Theog ™ Al comments will be available for
States Treasury, in order to implemengMendment accordingly provides thag)ublic inspection and copying.
changes to the law made by the Intern&€cks and money orders should be made \  \jic hearing may be scheduled if
Revenue Service Restructuring and Ré)_ayable to the United States Treasuréiequested by a person that timely submits
form Act of 1998. These proposed regulaHowever’ checks and money orders ma mments. If a public hearing is sched-

tions will affect all persons who pay taxespayable to the Internal Revenue.Serwc
by check or money order. pursuant to the current regulation an

prior instructions will continue to be ac-
DATES: Written or electronically gener-cepted.

ated comments and requests for a hearingAdditionally, the temporary regulationsprafting Information
must be received by March 15, 1999. in T.D. 8793 amend the Procedure and

Administration Regulations (26 CFR part The principal author of these regula-
ADDRESSES: Send submissions to301) to add new §§301.6103(k)(9)-1T andions is Mitchel S. Hyman, Office of As-
CC:DOM:CORP:R (REG—111435—98),3016311_2T! providing for payment ofSiStant Chief Counsel (Genel’al thlgatlon)
room 5226, Internal Revenue ServiceNternal revenue taxes by credit card ofC:EL:GL, IRS. However, other person-
POB 7604, Ben Franklin Station, Washdebit card. The temporary regulations reiel from the IRS and Treasury Depart-
ington, DC 20044. Submissions may b#ect the amendment of sections 6103 an@ent participated in their development.

hand delivered Monday through Friday?311 by section 1205 of the Taxpayer Re- ok %k * %

between the hours of 8 a.m. and 5 p.m. t§&f Act of 1997 (Public Law 105-34, 111

CC:DOM:CORP:R (REG-111435-98) Stat. 788, 995) and section 4003(k) of thergposed Amendments to the Regulations
Courier's Desk, Internal Revenue Serl@x and Trade Relief Extension Act of . .
vice, 1111 Constitution Avenue, Nw,1998 (Public Law 105-277, 112 Stat. Accordingly, 26 CFR Part 301 is pro-

Washington, DC. Alternatively taxpayer?GSl)' The text of the temporary regulaposed to be amended as follows:

. . i the text of th
may submit comments electronically wafgnjl;ie(;\rlgs Eill'she ereea:(mgle tgstﬁep;ggqos _?IA\RT 301—PROCEDURE AND
the Internet by selecting the “Tax Regs 9 : P P ADMINISTRATION

option on the IRS Home Page, or by suf”Y regulations explains the regulations.

AGENCY: Internal Revenue Service
(IRS), Treasury.

led, notice of the date, time, and place
or the hearing will be published in the
Federal Register.

mitting comments directly to the IRS In-gpecial Analyses Paragraph 1. The authority citation for
ternet site at http://www.irs.ustreas.gov/ part 301 continues to read in part as fol-
prod/tax_regs/comments.html. It has been determined that this noticws:

of proposed rulemaking is not a signifi- Authority: 26 U.S.C. 7805 * * *
FOR FURTHER INFORMATION CON- cant regulatory action as defined in EO Par. 2. Section 301.6103(k)(9)-1 is
TACT: Concerning the regulations,12866. Therefore, a regulatory assessdded to read as follows:
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§301.6103(k)(9)-1 Disclosure of returns also serves as a portion of the text of theggoposed regulations. The preamble to

and return information relating to proposed regulations. In addition, thesthe temporary regulations explains the
payment of tax by credit card and debit proposed regulations propose the eliminaemporary regulations.
card. tion, for all distributions, of the “lookback As also discussed in the preamble to

_ .. rule” pursuant to which the qualified planthe temporary regulations, 81.411(a)—
[The text of this proposed section is thg e nefits of certain participants arel1(c)(3), interpreting the law prior to the
same as the text of 8301.6103(k)(9)-1feemed to exceed this limit on mandatorgnactment of TRA '97, provides that the
published in T.D. 8793 ] distributions. These proposed regulationgritten consent of a participant is required
§301.6311—1 [Amended] affect sponsors and administrators 'Otﬁefore the commencement of the distribu-
qualified retirement plans, and particition of any portion of the participant’s ac-
Par. 3. Section 301.6311-1(a)(1)()) iants in those plans. The text of thoserued benefit if the present value of the
amended by removing the language “Intemporary regulations also serves as gonforfeitable total accrued benefit is
ternal Revenue Service” from the thirdportion of the text of these proposed reguwyreater than $3,500. If the present value

sentence and adding the language “Unitddtions. does not exceed $3,500, the consent re-

States Treasury” in its place. ) quirements are deemed satisfied, and the
Par. 4. Section 301.6311-2 is added gATES: Written comments and requests| s may distribute that portion to the par-

read as follows: for a public hearing must be received bYisihant as a single sum. The regulation

March 22, 1999. . .
. ' further provides that, if the present value
gggﬁ'gg’ijl_z Payment by credit card andADDRESSES: Send submissions to(.;ietermined at the time of a distribution to

CC:DOM:CORP:R (REG-113694-98) the participant exceeds $3,500, then the
[The text of this proposed section is thgom 5226, Internal Revenue Servicé?resem value at any subsequent time shall

same as the text of §301.6311-2T pulpOB 7604, Ben Franklin Station, WashPe deemed to exceed $3,500; this is com-
lished in T.D. 8793] ington, DC 20044. Submissions may b&'0NIY referred to as the *lookback rule.

Michael P. Dolan. Nand delivered Monday through Frida)ﬁ;:r;tlllgrloldlft};c(lf)r;ﬁa(b)(2)(I) includes a
Deputy Commissioner c’)f between the hours of 8 a.m. and 5 p.m. th’ The temborary re 'ulations remove the
Internal Revenue. <= D OM:CORP:R (REG_113694_98)'I00kback I’Eﬂe u¥1degr] section 411(a)(11)
" Courier’s Desk, Internal Revenue Ser- Ay
(Filed by the Office of the Federal Register on DeYiC€, 1111 Constitution Avenue, NW’fOI’ most distributions, but preserve the

cember 14, 1998, 8:45 a.m., and published in thé/ashington, DC. Alternatively, taxpayerd € for distributions pursuant to an op-
issue of the Federal Register for December 15, 199fay submit comments electronically vidional form of benefit under which at least
63 F.R. 69031) the internet by selecting the “Tax Regs®"€ scheduled periodic distribution is still

option on the IRS Home Page, or by suRayable. .
. . mitting comments directly to the IRS in- These proposed regulations remove the
Notice of Proposed Rulemaking iernet site at http://www.irs/ustreas.goviookback rule under §81.411(a)-11(c)(3)

and Notice of Public Hearing prod/tax_regs/comments.html. and 1.417(e)-1(b)(2)(i). In accordance
- with section 417(e)(1), these proposed

Increase In Cash-Out Limit FOR FURTHER INFORMATION CON- regulations also provide that, in the case
Under Sections 411(a)(7), TACT: Concerning the regulations,of plans subject to sections 401(a)(11)
411(a)(11), and 417(e)(1) Michael J. Karlan, (202) 622-6030 (not @&and 417, consent is required after the an-
toll-free call); concerning submissionsnuity starting date for the immediate dis-

REG-113694-98 Michael Slaughter, (202) 622-7190 (not dribution of the present value of the ac-
toll-free call). crued benefit being distributed in any

AGENCY: Internal Revenue Service

(IRS), Treasury. form, including a qualified joint and sur-

SUPPLEMENTARY INFORMATION:  vivor annuity or a qualified preretirement

ACTION: Notice of proposed rulemakinggackground survivor annuity, regardless of the amount
by cross-reference to temporary regula- of that present value. Where only a por-
tions and notice of proposed rulemaking. Temporary regulations in T.D. 8794 tion of an accrued benefit is being distrib-
amend the Income Tax Regulations (26ted, this provision applies only to that
SUMMARY: In T.D. 8794, page 4 in this CFR part 1) relating to the increase fronportion (and not to the portion with re-
Bulletin, the IRS is issuing temporary$3,500 to $5,000 of the “cash-out limit’spect to which no distributions are being
regulations providing guidance relating talescribed in sections 411(a)(7), 411(aynade).
the increase from $3,500 to $5,000 of thél1), and 417(e)(1) of the Internal Rev- Under this removal of the lookback
limit on distributions from qualified re- enue Code, as amended by section 107dle, the present value of a participant’s
tirement plans that can be made withouif the Taxpayer Relief Act of 1997, Publicnonforfeitable accrued benefit could be
participant consent. This increase is cor-aw 105-34, 111 Stat. 788 (1997). distributed without consent if the present
tained in the Taxpayer Relief Act of 1997. The text of the temporary regulations/alue does not exceed $5,000, even if the
The text of those temporary regulationslso serves as a portion of the text of theresent value of the participant’s nonfor-
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feitable accrued benefit exceeded $5,00Drafting Information of this section on the date the distribution
at the time of a previous distribution. o commences. The consent requirements
Thus, if the present value of a partici- | N€ Principal author of these regulay e qeemed satisfied if such value does
pant's nonforfeitable accrued benefit prelions is Michael J. Karlan, Office of the,qt eyceed the cash-out limit, and the plan
viously had been $6,000, but is presentiSsociate Chief Counsel (Employee Beng, 5 gistribute such portion to the partici-
$4,000, these proposed regulations woufgfits @and Exempt Organizations). Howpant as 4 single sum. Present value for

permit the plan to be amended to permfVel: other personnel from the IRS anghis hyrpose must be determined in the

the present value of that participant's nonl'€asury Department participated in theii, e manner as under section 417(e): se
forfeitable accrued benefit to be distrib-d€velopment. §1.417(e)-1(d).

uted without consent (provided that the X ok ok ok ok (i) [The text of proposed paragraph
distribution would not fail to satisfy sec- ()(3)(ii) is the same as the text of
tion 417(e)(1)). The complete removal oProposed Amendments to the Regulatior§l.411(a)-11T(c)(3)(ii) published in T.D.
the lookback rule described in these pro- 8794.]

posed regulations would become effective Accordingly, 26 CFR part 1'is pro- v o % e w
90 days after the publication of final reguP0S€d to be amended as follows:

lations. PART 1—INCOME TAXES Par. 4. Section 1.417(e)-1 is amended

o by revising the last sentence of paragraph
Paragraph 1. The authority citation for(b)(z)(i) to read as follows:
part 1 is amended by adding an entry in

numerical order to read in part as follows81.417(e)-1 Restrictions and valuations
Authority: 26 U.S.C. 7805 * * * of distributions from plans subject to
§1.411(a)-7 also issued under 26ections 401(a)(11) and 417.

) * % %

Special Analyses

It has been determined that this notic
of proposed rulemaking is not a signifi-
cant regulatory action as defined in EO
12866. Therefore, a regulatory assess- :
ment is not required. It also has been dé{.S.C. 411(@)(7)(B)(

termined that section 553(b) of the Ad-b Par. 2 Section 1.411h(a)_d7 Is a’.“e”dgd -
ministrative Procedure Act (5 U.S.C. y revising paragraphs (d)(4)(i) and (b)

* * *x *x %

chapter 5) does not apply to these reguiéd)(#)(V) to read as follows: (2) x> (i) * ** After the annuity
tions, and because the regulation does ng{ 411(a)-7 Definitions and special starting date, consent is required for the
i ; i i ) immediate distribution of the present
mpose a collection of Information Ofryjes. value of the accrued benefit being distrib-
small entities, the Regulatory Flexibility tod i : olud lfied
Act (5 U.S.C. chapter 6) does not apply. *oxokox ok ute mdany orm, inciuding a qua|l'fl'ed
Pursuant to section 7805(f) of the Internal joint and survivor annuity or a qualifie

Revenue Code, this notice of proposeg (d) Ru(;es rerllating tof certainddistribL;_— preretirement survivor annuity regardless
. oy . - tons and cash-outs of accrued benefit
rulemaking will be submitted to the Chief, 5 x f the amount of such present value.

Counsel for Advocacy of the Small Busi- (4) Certain cash-outs of accrued bene- ok ok ok *

ness Administration for comment on itsfitS () and (vi) [The text of proposed

impact on small business. paragraphs (d)(4)(i) and (vi) is the same David A. Mader,

Comments and Requests for a Public ~ @S the text of §1.411(a)-7T(d)(4)(i) and Acting Dsfpll:]tt)ér(rtlc;:nlg\s;:fS:r
Hearing (vi) published in T.D. 8794.] :
. * x x Kk * (Filed by the Office of the Federal Register on De-
Before these proposed regulations are cember 18, 1998, 8:45 a.m., and published in the

adopted as final regulations, considera- par. 3. Section 1.411(a)-11 is amendegpue of the Federal Register for December 21, 1998,
tion will be giVen to any electronic andby revising paragraph (C)(B) to read ag?’ F.R. 70356)

written comments (a signed original andg|jows:
eight (8) copies) that are submitted timely

to the IRS. The IRS and Treasury specif§1.411(a)-11 Restriction and valuation Notice of Proposed Rulemaking

cally request comments on the clarity off distributions. and Notice of Public Hearing
the proposed regulations and how it may s % x % % . .
be made easier to understand. All com- Notice and Opportunity for

ments will be available for public inspec- (c) * * * Hearing Upon Filing of Notice of
tion and copying. A public hearing may (3) Cash-out limit. (i) Written consent Lien

be scheduled if requested in writing byof the participant is required before th
any person that timely submits writtercommencement of the distribution of an(;REG'116824'98

comments. If a public hearing is schedportion of an accrued benefit if the preaGENCY: Internal Revenue Service
uled, notice of the date, time, and placeent value of the nonforfeitable total aC(|RS), Treasury.

for the hearing will be published in thecrued benefit is greater than the cash-out

Federal Register. limit in effect under paragraph (c)(3)(ii) ACTION: Notice of proposed rulemak-
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ing by cross-reference to temporary regus323. The text of those regulations alssee the “FOR FURTHER INFORMA-
lations and notice of public hearing. serves as the text of these proposed regikON CONTACT” caption of this pream-
: lations. The preamble to the temporarple.
SQMMAR.Y' In T'D'.8.810'. page 19 of regulations explains the temporary regu- The rules of 26 CFR 601.601(a)(3)
this Bulletin, the IRS is issuing temporary > . . .
lations and these proposed regulations. apply to the hearing. Persons who wish to

regulations relating to the notification re- present oral comments at the hearing must
uired to be provided to any taxpaye i
g P y PayeBpecial Analyses submit electronic or written comments by

named in a notice of lien under section X i
6323. The text of those temporary regula- It has been determined that this notic@pril 22, 1999, and an outline of the top-
tions also serves as the text of these préf proposed rulemaking is not a significs to be discussed and the time to be de-
posed regulations. This document alsgant regulatory action as defined in EQ/oted to each topic (a signed original and
provides notice of a public hearing onl2866. Therefore, a regulatory asses€ight (8) copies) by June 1, 1999.
these proposed regulations. ment is not required. It also has been de- An agenda showing the scheduling of
) ) termined that section 553(b) of the Adthe speakers will be prepared after the
DATES: Written and electronic com- inigirative Procedure Act (5 U.S.C.deadline for receiving requests to speak
men-ts must be recelved by, April 22, 1999chapter 5) does not apply to these regul&tas passed. Copies of the agenda will be
Outlines of topics to be discussed at thf?ons and, because these regulations @dwailable free of charge at the hearing.

public hearing scheduled for June 15, in555e on small entities a collection

1999, at 10 a.m. must be received by JuQ)eF information requirement, the Regu|a_Drafting Information

1, 1999. -
tory Flexibility Act (5 U.S.C. chapter 6) g principal author of this regulation

ADDRESSES: Send submissions todoes not apply. Therefore, a Regulatorlx,é Jerome D. Sekula, Office of Assistant

CC:DOM:CORP:R (REG—116824—98),FIexibiIity Analysis is not required. IDW'Chief Counsel (General Litigation).

suant to section 7805(f) of the Imemahowever, other personnel from the IRS

room 5226, Internal Revenue ServiceR Code. thi " ¢
POB 7604, Ben Franklin Station, Wash:'c'chu€ L00€, this notice o propo_segnd Treasury Department participated in
ulemaking will be submitted to the Chief

ington, DC 20044. Submissions may b “their development.

hand delivered Monday through Friday ounsel fqrAdvopacy of the Small B“?"

between the hours of 8 a.m. and 5 p.m. t9ess Adm|n|strat|oq for comment on its e

CC:DOM:CORP:R (REG-116824—98),/MmPact on small business.

Courier's Desk, Internal Revenue Sercomments and Public Hearing

vice, 1111 Constitution Avenue NW, Accordingly, 26 CFR part 301 is pro-

Washington, DC. Alternatively, taxpayers Before these proposed regulations afgosed to be amended as follows:

may submit comments electronically vieadopted as final regulations, considera-

the Internet by selecting the “Tax Regstion will be given to any electronic andPART 301—PROCEDURE AND

option on the IRS Home Page, or by subwritten comments (a signed original andADMINISTRATION

mitting comments directly to the IRS In-eight (8) copies) that are submitted timely

ternet site at http://www.irs.ustreas.govio the IRS. All comments will be avail-

prod/tax_regs/comments.html. The pubable for public inspection and copying '

lic hearing will be held in room 2615, In-The IRS and Treasury Department specitPWsS"

ternal Revenue Building, 1111 Constituically request comments on the clarity of Authority: 26 U.S.C. 7805 **

tion Avenue, NW, Washington, DC. the proposed rule and how it may be made Par- 2. Section 301.6320-1 is added to
easier to understand. read as follows:

FOR FURTHER INFORMATION CON- A public hearing has been schedule

TACT: Concerning the hearing, submisfor June 15, 1999, t 10 a.m. in room 261%

sion of written comments, and to beof the Internal Revenue Building, 111

placed on the building access list to attendonstitution Avenue NW, Washington,

the hearing, Michael L. Slaughter (202DC. Due to building security procedures, [The text of this proposed section is the

622-7180; concerning the regulationsvisitors must enter at the 10th Street ersame as the text of §301.6320—1T pub-

Jerome D. Sekula (202) 622-3610 (nofrance, located between Constitution angshed in T.D. 8810.]

Proposed Amendments to the Regulations

Paragraph 1. The authority citation for
part 301 continues to read in part as fol-

5***

301.6320-1 Notice and opportunity for
earing upon filing of notice of Federal
ax lien.

toll-free numbers). Pennsylvania Avenues, NW. In addition,
all visitors must present photo identifica- Robert E. Wenzel,
SUPPLEMENTARY INFORMATION:  {ion 10 enter the building. Because of ac- Deputy Commissioner of
cess restrictions, visitors will not be ad- Internal Revenue.

Background i . .
mitted beyond the immediate entrance 1od by the Office of the Federal Redi ]
Temporary regulations in T.D. 8810area more than 15 minutes before th&ed Py the Office ofthe Federal Register on Janu-
. . [P . . . ary 19, 1999, 10:56 a.m., and published in the issue
provide rules relating to the notificationhearing starts. For information aboufs . Federal Register for January 22, 1999, 64 E.R.
required to be provided to any taxpayehaving a visitor's name placed on theaen)

named in a notice of lien under sectiomuilding access list to attend the hearing,
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Notice of Proposed Rulemaking Jerome D. Sekula (202) 622-3610 (noall visitors must present photo identifica-

and Notice of Public Hearing toll-free numbers). tion to enter the building. Because of ac-
] . cess restrictions, visitors will not be ad-
Notice and Opportunity for SUPPLEMENTARY INFORMATION:  mjtted beyond the immediate entrance

Hearing Before Levy area more than 15 minutes before the
hearing starts. For information about hav-
REG-117620-98 Temporary regulations in T.D. 8809ing a visitor's name placed on the building
AGENCY: Internal Revenue ServiceProvide rules relating to notice to taxpayaccess list to attend the hearing, see the
(IRS), Treasury. ers of a right to a hearing before levy. Th&FOR FURTHER INFORMATION CON-
text of those regulations also serves as tHACT” caption of this preamble.

ACTION: Notice of proposed rulemak-text of these proposed regulations. The The rules of 26 CFR 601.601(a)(3)
ing by cross-reference to temporary regu?reamble to the temporary regulations exapply to the hearing. Persons who wish to

Background

lations and notice of public hearing. plains the temporary regulations and thegsresent oral comments at the hearing must
proposed regulations. submit electronic or written comments by

SUMMARY: In T.D. 8809, page 27 in . April 22, 1999, and an outline of the top-

this Bulletin, the IRS is issuing temporary>Pecial Analyses ics to be discussed and the time to be de-

regulations relating to notice to taxpayers |t has heen determined that this notic¥oted to each topic (a signed original and

of a right to a hearing before levy. They hronosed rulemaking is not a signifi-eight (8) copies) by June 1, 1999.

text of those temporary regulations als@gnt regulatory action as defined in EO An agenda showing the scheduling of

serves as the text of these proposed regihges. Therefore, a regulatory assesthe speakers will be prepared after the
lations. This document also provides NOment is not required. It also has been deleadline for receiving requests to speak
tice of a public hearing on these proposeghmined that section 553(b) of the Adhas passed. Copies of the agenda will be
regulations. ministrative Procedure Act (5 U.S.C.available free of charge at the hearing.

] . . chapter 5) does not apply to these regula- )
DATES: Written and electronic com-, o4 pecause these regulations dyjafting Information

men-ts must be .recelved by. April 22, 1999n0t impose on small entities a collection
Outlines of topics to be discussed at th

[ i ) t the Reaul The principal author of this regulation
public hearing scheduled for June 15 information requirement, the Regulasg j010me p. Sekula, Office of Assistant

: tory Flexibility Act (5 U.S.C. chapter 6) ~, . o
1999, at 10 a.m. must be received by Jung- = apply. Therefore, a RGQUIatO'&l:Q\;\?efvgrOl:)?ﬁ;rl ;Sr(:(r;r?r::ll fl;(l)t:r??rt]:eo%.s

1, 1999. o . . )
Flexibility Analysis is not required. Pur nd Treasury Department participated in

ADDRESSES: Send submissions to_sRuant to section 72.305(f).of the InternaE1eir development.
CC:DOM:CORP:R (REG-117620-98),Revenue Code, this notice of propose

room 5226, Internal Revenue SerVicerulemakmg will be submitted to the Chief X ok ok k%

POB 7604, Ben Franklin Station, WashCOuUnsel for Advocacy of the Small Busi- -
ington, DC 20044. Submissions may pBEess Administration for comment on itsProposed Amendments to the Regulations

hand delivered Monday through Frida))mp"’mt on small business. Accordingly, 26 CFR part 301 is pro-
between the hours of 8 a.m. and 5 p.m. t@gomments and Public Hearing posed to be amended as follows:
CC:DOM:CORP:R (REG-117620-98),

Courier’'s Desk, Internal Revenue Ser- Before these proposed regulations aftART 301—PROCEDURE AND

vice, 1111 Constitution Avenue NW,adopted as final regulations, considereADMINISTRATION

Washington, DC. Alternatively, taxpayergion will be given to any electronic and o

may submit comments electronically vianritten comments (a signed original and Paragraph 1. The authority citation for
the Internet by selecting the “Tax Regseight (8) copies) that are submitted timelPart 301 continues to read in part as fol-
option on the IRS Home Page, or by subio the IRS. All comments will be avail-'OWS:

mitting comments directly to the IRS In-able for public inspection and copying. Authority: 26 U.S.C. 7805 ***

ternet site at http:/Aww.irs.ustreas.govihe IRS and Treasury Department specif- Par. 2. Section 301.6330-1 is added to
prod/tax_regs/comments.html. The pubically request comments on the clarity ofead as follows:

lic hearing will be held in room 2615, In-the proposed rule and how it may be made, ) caqq
ternal Revenue Building, 1111 Constitu€asier to understand. ’
tion Avenue, NW, Washington, DC. A public hearing has been schedule

for June 15, 1999, at 10 a.m. in room [The text of this proposed section is the
FOR FURTHER INFORMATION CON- 2615 Internal Revenue Building, 111lsame as the text of §301.6330-1T pub-

TACT: Concerning the hearing, submisConstitution Avenue NW, Washington,jished in T.D. 8809.]
sion of written comments, and to beDC. Due to building security procedures,

1 Notice and opportunity for
Hearing prior to levy.

placed on the building access list to attendsitors must enter at the 10th Street en- Robert E. Wenzel,
the hearing, Michael L. Slaughter (202}rance, located between Constitution and Deputy Commissioner of
622-7180; concerning the regulationsPennsylvania Avenues, NW. In addition, Internal Revenue.
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(Filed by the Office of the Federal Register on JanlFOR FURTHER INFORMATION CON- PART 1—INCOME TAXES

ary 19, 1999, 10:56 a.m., and published in the isSuga CT: Phyllis Marcus, (202) 622-3870

of the Federal Register for January 22, 1999, 64 F'%’]ot a toll-free number). Paragraph 1. The authority citation for

3405) part 1 continues to read in part as follows:
SUPPLEMENTARY INFORMATION: Authority: 26 U.S.C. 7805 * * *
Conduit Arrangement Background §1.881-3 [Corrected]

Regulations; Correction
g ’ The final regulations that are the sub- Par. 2. In 81.881-3, paragraph

Announcement 99-14 ject of this correction are under sectiof@)(2)(ii)(B)(3) is redesignated as para-
7701(1) of the Internal Revenue Code.  graph (a)(3).

AGENCY: Internal Revenue Service . Cynthia E. Grigsby,

(IRS), Treasury. Need for Correction Chief, Regulations Unit,

ACTION: Correcting amendment. As publis_hed, final regl_JIations (T.D. Assistant Chief Counsel (Corporate).
8611) contain an error which may Proveriled by the Office of the Federal Register on De-

SUMMARY: This document contains ato be misleading and are in need of clarifieember 7, 1998, 8:45 a.m., and published in the

correction to final regulations (T.D. 8611,Cati0n- issue of the Federal Register for December 8, 1998,

1995-2 C.B. 286), which were published f ko ok n 83 FR. 67577)

in the Federal Registeron Friday, Au-

gust 11, 1995 (60 F.R. 40997) relating t@€orrecting Amendment to Regulations

conduit financing arrangements. ) ]
Accordingly, 26 CFR part 1 is cor-

DATES: This correcting amendment is effected by making the following correcting
fective September 11, 1995. amendment:
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) modified because it corrects a publishedubstance of a prior ruling, a combination
that have an effect on previous rulingposition. (Compare witlamplifiedand of terms is used. For exampleodified
use the following defined terms to deelarified, above). and supersedediescribes a situation
scribe the effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered deterlished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sulmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in ghe new ruling does nothing more tharseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singleaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H H E.O—Executive Order. PHC—Personal Holding Company.
Abbreviations g Company

ER—Employer. PO—Possession of the U.S.

The following abbreviations in current use and for-gEr|SA—Employee Retirement Income Security Act PR—Partner.
merly used will appear in material published in the

Bulletin EX—Executor. PRS—Partnership.

o F—Fiduciary. PTE—Prohibited Transaction Exemption.
A_lnd'v'duél' FC—Foreign Country. Pub. L—Public Law.
gﬂliﬁcgwelscence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
BE nB ! ?.a.' FISG—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BK_Beni ean: FPH—Foreign Personal Holding Company. Rev. Proc—Revenue Ruling.

—Bank. ) -
B.T.A—Board of Tax Appeals F.R—Federal Register. S—Subsidiary.

T.A— X .

C —iIndividual PP FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B Cumula‘tive Bulletin FX—Foreign Corporation. Stat—Statutes at Large.
C;:R.—Code of Federal Re.gulations G.C.M—Chief Counsel's Memorandum. T—Target Corporation.
Cl—City ' GE—Grantee. T.C—Tax Court.
COOP—-Cooperative GP—General Partner. T.D—Treasury Decision.
Ct.D—Court Decision GR—Grantor. TFE—Transferee.
CY—County IC—Insurance Company. TFR—Transferor.
D—Decedent I.R.B—Internal Revenue Bulletin. T.I.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.
DE—Donee. LP—Limited Partner. TR—Trust.
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DR—Donor. Nonacg—Nonacquiescence. X—Corporation.
E—Estate. O—Organization. Y—Corporation.
EE—Employee. P—Parent Corporation. Z—Corporation.
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