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SUBJECT:	SUBJECT:	 ProcessingProcessing ReturnedReturned RefundRefund ChecksChecks 

ThisThis respondsresponds toto youryour AprilApril 6,6, 1999,1999, inquiryinquiry regardingregarding thethe properproper treatmenttreatment ofof 
returnedreturned refundrefund checkschecks relatingrelating toto interestinterest abatedabated underunder §§ 6404(h)6404(h) ofof thethe InternalInternal 
RevenueRevenue CodeCode (Code).(Code). Apparently,Apparently, somesome taxpayers,taxpayers, whowho werewere locatedlocated inin 
presidentiallypresidentially declareddeclared disasterdisaster areasareas andand werewere grantedgranted extensionsextensions toto filefile andand paypay 
underunder §§§§ 60816081 andand 61616161 (but(but werewere unaffectedunaffected byby thethe disaster),disaster), returnedreturned theirtheir 
refundrefund checkschecks toto thethe Service.Service. TEBBTEBB No.No. 99122,99122, DisasterDisaster Procedures,Procedures, providesprovides 
processingprocessing instructionsinstructions forfor thisthis situation.situation. TheseThese instructionsinstructions provideprovide for:for: (1)(1) postingposting 
thethe creditcredit backback toto thethe account;account; (2)(2) inputtinginputting anan adjustmentadjustment toto reversereverse thethe previousprevious 
adjustmentadjustment (the(the taxpayer'staxpayer's accountaccount isis restoredrestored toto itsits pre-abatementpre-abatement status);status); andand (3)(3) 
sendingsending aa letterletter toto thethe taxpayertaxpayer thatthat acknowledgesacknowledges receiptreceipt ofof thethe refundrefund check.check. WeWe 
werewere askedasked toto commentcomment onon thethe legalitylegality ofof thisthis procedure.procedure. 

SectionSection 6404(h)6404(h) providesprovides thatthat ifif thethe ServiceService grantsgrants anan extensionextension ofof timetime forfor filingfiling 
incomeincome taxtax returnsreturns underunder §§ 60816081 andand thethe timetime forfor payingpaying fed~eralfed~eral incomeincome taxtax withwith 
respectrespect toto suchsuch returnsreturns underunder §§ 61616161 duedue toto thethe factfact thatthat thethe taxpayertaxpayer isis locatedlocated inin 
aa presidentiallypresidentially declareddeclared disasterdisaster area,area, thethe ServiceService willwill abateabate forfor thethe extensionextension 
periodperiod thethe assessmentassessment ofof anyany interestinterest prescribedprescribed underunder §§ 66016601 onon thatthat incomeincome tax.tax. 
SectionSection 6404(h)6404(h) doesdoes notnot limitlimit abatementabatement ofof interestinterest reliefrelief onlyonly toto thosethose taxpayerstaxpayers 
affectedaffected byby aa disaster.disaster. 

SectionSection 6402(a)6402(a) provides,provides, inin general,general, thatthat inin thethe casecase ofof anyany overpayment,overpayment, thethe 
Service~Service~ within~within~ thethe applicable~applicable~ peTiod~of-limitations-;-~may-credit-the-am(mnt-of-the---~­peTiod~of-limitations-;-~may-credit-the-am(mnt-of-the---~­

overpayment,overpayment, includingincluding anyany interestinterest allowedallowed thereon.thereon. againstagainst anyany liabilityliability inin respectrespect 
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ofof anan internalinternal revenuerevenue taxtax onon thethe partpart ofof thethe personperson whowho mademade thethe overpaymentoverpayment andand 
willwill refundrefund anyany balancebalance toto suchsuch person.person. 

UnderUnder thethe factsfacts presented.presented. thethe ServiceService properlyproperly abatedabated interestinterest underunder §§ 6404(h)6404(h) 
andand issuedissued aa refundrefund underunder §§ 6402(a).6402(a). NoNo CodeCode provisionprovision prescribesprescribes thethe treatmenttreatment 
ofof aa returnedreturned refundrefund check.check. Therefore,Therefore, thethe questionquestion ofof howhow toto treattreat aa returnedreturned 
refundrefund checkcheck isis notnot aa legallegal matter.matter. butbut aa businessbusiness decision.decision. 

IfIf youyou havehave questionsquestions regardingregarding thisthis memorandum,memorandum, pleaseplease contactcontact SaraSara ShepherdShepherd 
atat (202)(202) 622-4910.622-4910. 


