Part IV. Items of General Interest
Notice of Proposed Rulemaking hearing, and/or to be placed on the buildsystem at their own pace as they adopt

and Notice of Public Hearing ing access list to attend the hearingglectronic funds transfer in their other
Michael Slaughte (202) 622-7190 (not business operationsAccordingly, the
Electronic Funds Transfers of toll-free numbers). proposed regulations increase the deposit
Federal Deposits threshold to $200,000 in aggregatedfe
SUPPLEMENARY INFORMATION:  grg tax deposits during a calendarryea
REG-100729-98 Backgound The new threshold will be applied ini-

tially to 1998 deposits, and taxpayers that
This document contains proposedxceed the threshold in 1998 will be r

amendments to the IncaTax Regula- quired to deposit by EFin 2000 and sub-
ACTION: Notice of proposed rulemak-tions (26 CFR part 1), the Estdtax Reg- sequent yearsTaxpayers that first exceed
ing and notice of public hearing. ulations (26 CFR part 20), the Gifax the threshold in 1999 or a subsequent year

Regulations (26 CFR part 25), the Emwill similarly be required to deposit by
SUMMARY: This document contains ploymert Taxes and Collection of IncomeEFT after a one-year grace period tax-
proposed regulations relating to the-d Tax at Source Regulations (26 CFR pafsayer that exceeds the threshold will not be
posit of Federal taxes by electronic fund81), and the ExcesTax Procedural Regu- permitted to resume making paper coupon
transfer (EFT) The proposed regulationslations (26 CFR part 40). deposits if its deposits fall below $200,000
affect certain taxpayers required to make On July 14, 1997, the IRS issued finain a subsequent yeaAlthough a similar
deposits of Federal taxes. For calend&egulations under section 6302(h) of theule applies under the current regulations,
years beginning after 1999, the proposeliiternal Revenue Code relating to the daaxpayers that are currently required to de-
regulations provide rules under whicHosit of Federal taxes by ERT.D. 8723, posit by EF will be given a fresh start and
certain taxpayers must make deposits B2 F.R. 37490). will not be required to use HFunless they
EFT. Those final regulations gradually phas@xceed the $200,000 threshold in 1998 or a

taxpayers into the EFsyStem thrOUgh Subsequent calendar yea
DATES: Written and electronic com-1999. In the final stages of the phase-in ynder the new rules, only 9 percent of

ments must be received by May 24, 199%nder those regulations, taxpayers with| pysiness taxpayers that make Federal
Outlines and topics to be discussed at thwvore than $50,000 in employment tax degy deposits will be required to deposit by
public hearing scheduled for Mahl, posits during calendar year 1995, 1996, (tFT. The fresh start will allow 65 percent
1999, at 10 a.m. must be received b%997, and taxpayers that, in any of thosgs the taxpayers subject to the EFe-
April 20, 1999. years, had no employment tax deposig,irement under the current regulations to

. but made deposits of other depositoryesyme making paper coupon deposits be-
ADDRESSES: Send submissions totaxes exceeding $50,000, were required Blnning in 2000 The IRS ad Treasury

CC:DOM:CORP:R (REG-100729-98),begin to deposit by EF
room 5226, Internal Revenue Service, At present, the regulations do neat r most of these taxpayers have come to ap-
POB 7604, Ben Franklin StatiokVash- quire EF use by a new or growing tax- reciate the simplicity and convenience of
ington, DC 20044. Submissions may b@ayer with annual deposits that did noﬁ1e EF system and will continue toes
hand delivered Monday through Fridayexceed the prescribed threshold for thﬁosit by EF on a voluntary basis. The
between the hours of 8 a.m. and 5 p.m. téirst time before 1998. continued participation of these taxpayers,

CC'D.O,M'CORkP'R (RE?_100729_98)’Exp|anati0n of Povisions coupled with ongoingféorts to encourage
C,OUHH s Desk, Inter_na Revenue Ser- voluntary enrollment, should assure 94
vice, 1111 Constitution Avenue NV, 3 ncrease in Curent $50,000 Tireshold percent collections by HFnotwithstand-
Washington, DC Alternatively, taxpayers ina the increase in the threshold
may submit comments electronically via Section 6302(h) requires that in fiscal"® '
the Internet by selecting th@dx Regs” year 1999 and subsequent years 94 per-TaxesTaken inb Account ih Applying
option on the IRS Home Page, or by sulksent of employment taxes and 94 percent Threshold
mitting comments directly to http://waw  of other depository taxes be collected by
irs.ustreas.gov/prod/tax_regs/comment&FT. The IRS ad Treasury Department  The current regulations prescribe one
html (the IRS Internet addressThe pub- previously concluded that the deposithreshold ($50,000 in employment taxes)
lic hearing will be held in room 2615, In-threshold had to be set at $50,000 to sder depositors liable for employment
ternal Revenue Buildingl111 Constitu- isfy this statutory requirement. More retaxes and a separate threshold ($50,000 in
tion Ave. NW, WashingtonDC. cent experience suggests, howewbat other taxes) for taxpayers with no em-
the statutory requirement can be satisfigeloyment tax liabiliy. Thus, taxpayers
FOR FLRTHER INFORMATION CON- even if the threshold is set at a substathat deposit employment taxes but do not
TACT: Concerning the proposed regulatially higher level. Moreove an increase exceed the applicable $50,000 threshold
tions Vincent Surabian, (202) 622-4940jn the threshold would allow small busi-are not subject to the EFequirement
concerning submission of comments, theesses to make the transition to the EFdven if they deposit lge amounts of

AGENCY: Internal Revenue Service
(IRS), Treasuy.

Department are confident, howeyéhat
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other depository taxes. In Notice 97—48urrent system, is that an aggregate d&pecial Analyses
(1997-2 C.B. 294), the IRS @freasury posits test would be, on balance, simple ) ) )
Department invited public comment oriess confusing to taxpayers, and more eas-'t has been determined that this notice
two alternatives to these rules and alsy administered than a two-threshold®f Proposed rulemaking is not a signifi-
welcomed any suggestions for dfeient rule. The aggregate deposits test also h&&Nt regulatory action as defined in EO
rule. The first alternative presented inthe advantage of eliminating the anom12866 Therefore, a regulatory asses
Notice 97-43 is a two-pronged test undeslous current treatment of taxpayers thdP€Nt is not required. It also has been de-
which a taxpayer that deposits more thageposit small amounts of employmentermined that section 553(b) ofet/Ad-
the threshold amount of the employmentaxes and lye amounts of other taxes adninistrative ProcederAct (5 U.S.C.
taxes imposed by chapters 21, 22, and 2%they were smaller than taxpayers thathapter 5) does not apply to these regula-
or more than the threshold amount ofieposit no employment taxes but are otfioNS and, because these regulations do
other depository taxes would be requiregrwise similarly situated The IRS and NOtimpose a collection of information re-
to deposit by EF. The second alternative Treasury Department believe that th@uirement on small entities, the Regul
is an aggregate deposits test under whigfther concern expressed in the comment9"y Flexibility Act (5 U.S.C. chapter 6)
a taxpayer that deposits more than th@at the aggregate deposits test would uf9€S Not appt. Pursuant to section
threshold amount of employment anchecessarily extend the ERystem to ad- /80°(f) of the Internal Revenue Code,
other taxes combined would be requiregitional small employers, has beenead thiS notice of proposed rulemaking will be
to deposit by EF. quately addressed by the propose%l“bm'tted to the Chief (_Zounser_fé_dvo-
The IRS received six comments in reipncrease in the threshold. cacy of the Small Businef\dministra-
sponse to Notice 97-43wo commenta- A fifth commentator suggested that dion for comment on its impact on small

tors stated that the aggregate deposits t§§fe be considered under which a taxpaydSiness.

would be the most satisfacfor One of ¢oyid pe relieved of the HFdeposit re- -

these commentators stated that an aggigairement if the taxpaye after being Proposed Effective Date

gate test (1) is simple for taxpayers to cajyandated into the system, fails to deposit The regulations are proposed to be-
culate; (2) IS easy for financial institutionshe threshold amount during succeedingome dfective on the date final regula-
to calculate; and (3) is easy for the IRS t@gjendar years This suggestion has nottions are published in theederal Regis-

monitor and maintain The second com- peen adopted because of concerns thattét.
mentator favored an aggregate deposifg, g be more complex and more diffi-
test because it would introduce a largel, i to administer than the proposed rule Comments and Public Hearing

number of taxpayers to the advantages a fina| commentator stated that the cur-

and dficiencies of the EF system. Before these proposed regulations are

rent regulations make no provision for th : : ;
Two commentators stated that the pre; 9 p @dopted as final regulations, consier

) “onsciences of persons whose religio ; ; ;
§ent_ sys_te.m should be retained becauselgg”efs restrict the use of computer equigbtz:ir:u;’vr: ”Cg;r?]l;/ﬁg t(c;‘ as?slnggec;trric;?rzgla::d
s simpliciy. ‘One of these commentatoryen in their businessesThe IRS and eight (8) copies) that are submitted timel
stated that a taxpayer need consider o reasury Department are continually seny, the IRS The IRS ad Treasury Depart- Y
?onzest::n?ifnfelgiﬂte?s’ ;tjb?ergf![gyénl:eﬂtt:]aexessitive to the limited nature of the technolyent specifically request comments on
ogy available to many taxpayers and, f ; ;
taxpayer has no employment taxes, theglo reason, have developed a systgppbewdilrgy o thebpropo(jed reguIaPons znd_
the taxpayer would simply look at its y can be made easier o under

other depository taxesThe second com- under which, USing #ACH dehbit option’ stand All comments will be available for

mentator favored the present rule becau§JUiPMent no more complex than a rotary, jic inspection and copying.

of its belief that the adoption of either of— touch-tone telephone is all that is nec- A pyplic hearing has been scheduled
the two proposals described in Notice 972> to make an EFdeposit A com-  for May 11, 1999, beginning at 10 a.m.
43 would bring additional smalleme puter is not required. The hearing will be held in room 2615,
ployers into the EF system The com- 3. Expansion obluntary Payments by ~ 'Ntérnal Revenue Buildindl111 Consti-
mentator stated that it is unnecessary to ggT tution Avenue, NW, Washington, DC.
bring additional employers into the EFT Due to building security procedures, visi-
system because, under the current rule, Finally, the current regulations allowtors must enter at the 10th Street entrance,
the IRS is satisfying the requirement othe voluntary payment by HFof certain located between Constitution and Penn-
section 6302(h) that more than 94 percemondepository taxes, specifically individ-sylvana Avenues, NV. In addition, all
of all depository taxes be deposited byal income taxes (including estimatedisitors must present photo identification
EFT for fiscal year 1999 and thereafte taxes) These proposed regulations exto enter the building. Because of access
The proposed regulations adopt an agrand the types of nondepository tax payestrictions, visitors will not be admitted
gregate deposits tesAs the comments il- ments for which voluntary payment bybeyond the immediate entrance area more
lustrate, there is disagreement concernirigFT is allowed to include nondepositorythan 15 minutes before the hearing starts.
the relative simplicity of the various op-payments of Federal income, estate arfebr information about having your name
tions The view of the IRS ahTreasury gift, employment, and various specifiedplaced on the building access list to attend
Department, based on experience with thexcise taxes. the hearing, see the FOR RUHER IN-
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FORMATION CONTACT section of this PART 20—ESTATE TAX; ESTATES OF 3. New paragraph (h)(2)(i)(C) is

preamble. DECEDENTS DYING AFTER added.
The rules of 26 CFR 601.601(a)(3)AUGUST 16, 1954 4. Paragraph (h)(2)(ii) is revised
apply to the hearing. Persons who wish to 5. Paragraph (h)(2)(iii) is added.

present oral comments at the hearing must P& 3 The authority citation for part g = paragraph (m) is redesignated as
submit written or electronic comments by?0 IS @mended by adding an entry in Nusaa4ranh (n).
May 24, 1999, and submit an outline of"€rical order to read as follows: 7. Paragraph (k) is redesignated as
topics to be discussed and the time to be Authority: 26 U.S.C. 7805 * paragraph (m).
devoted to each topic (a signed original S€ction 20.6302-1 also issued under g ~paragraph (j) is redesignated as
and eight (8) copies)ybApril 20, 1999, Sections 6302(a) and (). * * * paragraph (K).
A period of 10 minutes will be allotted P& 4 Section 20.6302-1 is added 10 g “Neyw paragraph (j) is added.
to each person for making comments. read as follows: The additions and revisions read as fol-

An agenda showing the scheduling °§20.6302—1\/0Iuntary payments of estatelOWs:

the speakers will be prepared after th i )
deadline for receiving outlines hastadxes by elecbnic funds transfe §31.6302-1 Federal tax deposit rules for
passed. Copies of the agenda will be Any person may voluntarily remit by withheld income taxes and taxes under
available free of chige at the hearing.  electronic funds transfer any payment di’¢ Federal Insurance Contributierct

tax to which this part 20 applies. SuckFICA) attributable to payments made

Drafting Information payment must be made in accordancdter December 31, 1992.

The principal author of these regul W|_th _procedures prescribed by the Com- * % % % %
tions i Vincent Surabian, flice of Assis- M5SI0N& (hy* * *
tant thef Counsel (Incom&ax & Ac-  pART 25—GIFT TAX; GIFTS MADE (2) Applicability of requrement—(i)
counting). Howeve other personnel AFTER DECEMBER 31, 1954 Deposits forreturn periods beginning be-
from the IRS ad Treasury Department fore January 1. 2000 * *
participated in their development. Pa. 5. The authority citation for part yL

25 is amended by adding an entry in nu- (C) This paragraph (h)(2)(i) applies
merical order to read as follows: only to deposits required to be made for
o . return periods beginning before January
Propos@l Amendments to the Regulations Authority: 26 U.S.C. 7805 i -
Section 25.6302-1 also issued unde]r’ 2000 'Lhus', a ta)fpayelncludrlpg a
Accordingl, 26 CFR parts 1, 20, 25,sections 6302(a) and (h). * * * taxpayer that is required under this para-

31, and 40 are proposed to be amended aa. 6. Section 25.6302—1 is added t§"@PN (M(2)(D) to make deposits by elec-
follows: read as follows: tronic funds transfer beginning in 1999 or

an earlier yem is not required to use elec-
PART 1—INCOME TAXES §25.6302—1\bluntary payments of gift  tronic funds transfer to make deposits for
taxes by eleconic funds transfe return periods beginning after December

Paragraph .1 The authority citation for 31, 1999, unless deposits by electronic
part 1 is amended by revising the entry for Any person may voluntarily remit by f,nds transfer are required under gar

§1.6302—4 to read as follows: electronic funds transfer any payment ofraph (h)(2)(ii) of this section.

Authority: 26 U.S.C. 7805 * * * tax to which this part 25 applies. Such iy peposits forreturn periods begin-
Section 1.6302-4 also issued undgsayment must be made in accordancging after December 31, 1999Unless
sections 6302(a), (c), and (h). * * * with procedures prescribed by the Comgyempted under paragraph (h)(5) of this

Pa. 2. Section 1.6302-4 is revised tamissione.

* * * * %

section, a taxpayer that deposits more
read as follows:

PART 31—EMPLOYMENT TAXES than $200,000 of taxes described in para-
§1.6302-4 Use of financial institutions AND COLLECTION OF INCOMETAX ~ 9raph ()(3) of this section during a calen-
in connection with income taxes; AT SOURCE dar year beginning after December 31,
voluntary payments by elechic funds o 1997, must_use electronic funds tr_ansfer
transfe. Pa. 7. The authority citation for part (as defined in paragraph (h)(4) of this sec-
31 continues to read in part as follows: tion) to make all deposits of those taxes
Any person may voluntarily remit by  Authority: 26 U.S.C. 7805 * * * that are required to be made for return pe-
electronic funds transfer any payment of Pa. 8. Section 31.6302-1 is amendedods beginning after December 31 of the
tax imposed by subtélA of the Internal as follows: following year and must continue to de-
Revenue Code, including any payment of 1. The heading for paragraph (h)(2) igosit by electronic funds transfer in all
estimated tax. Such payment must bevised. succeeding yearsThus, a taxpayer that
made in accordance with procedures pre- 2. A heading is added for paragraplexceeds the $200,000 deposit threshold
scribed by the Commissione (M) (2)(). during calendar year 1998 is required to
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make deposits for return periods begin- Authority: 26 U.S.C. 7805 * * *
ning in calendar year 2000 by electronic Section 40.6302(a)-1 also issued und
funds transfe 26 U.S.C. 6302(a) and (h). * * *

(iii) Voluntary deposits A taxpayer Pa. 10. Section 40.6302(a)-1 is adde
that is not required by this section to usto read as follows:

electronic funds transfer to make a de-
posit of taxes described in paragrapﬁ40'6302(a)_1volumary payments of

(h)(3) of this section may voluntarily excise taxes by eleonic funds transie

make the deposit by electronic funds Any person may voluntarily remit by
transfe, but remains subject to the ruleg|ectronic funds transfer any payment c
of paragraph (i) of this section, pertainingax to which this part 40 applies. Sucl
to deposits by Federal tax deposit (FTDpayment must be made in accordanc
coupon, in making deposits other than byiith procedures prescribed by the Con
electronic funds transie missione.

FoEoRoxox Robert EWenzel,
Deputy Commissioner of

(j) Voluntary payments by electronic Internal Revenue.

funds transfe Any person may voluntar-

ily remit by electronic funds transfer any(Filed by the Gfice of the Federal Register on

payment of tax imposed by subtitle C ofvarch 22, 1999, 8:45 a.m., and published in th

the Internal Revenue Code Sucry-pa issue of the Federal Register for March 23, 1999, ¢
. ' . FiR. 13940)

ment must be made in accordance wit

procedures prescribed by the Commis-

sione.

* * *x * %

PART 40—EXCISETAX
PROCEDURA. REGULATIONS

Pa. 9. The authority citation for part
40 is amended by adding an entry in nu-
merical order to read in part as follows:



