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ACTION: Temporary regulations.

SUMMARY: This document contains
temporary regulations that authorize th
Secretary of ta Treasury to accept pay-
ment of internal revenue taxes by cred
card or debit cardThe temporary regula-
tions reflect changes to the law made t
the Taxpayer RelieAct of 1997, and will
affect all persons who pay their tax liabil
ities by credit card or debit card pursuatr
to guidance prescribed by the Secrgtar
The text of the temporary regulations als
serves as the text of the proposed regu
tions set forth in REGH1435-98, page
55 in this Bulletin.

DATES. Effective Date:These temporary
regulations areféective January 1, 1999.

Applicability Date For dates of ap-
plicability, see §301.68-2T(h) of these
regulations.

FOR FURTHER INFORMATION CON-
TACT: Concerning the regulations,



Mitchel S. Hyman, (202) 622-3620 (not &Code. 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 therade 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)(9)ourse 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 Taxpay&jayments 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 cardjequired 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 pyy the Secretary. Section 6311(e) produres of section 161 of the Truth in Lend-
112 Stat. 2681). vides that no person shall use or disclodgd Act, 15 U.S.C. section 1666, section
As amended by the 1997 Act, sectioRyny 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 oll> U-S.C. 1693f, or any similar provi-
the Secretary to receive payment for inteyepjt 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 Secretapyy|gated 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 regulationsigrmation in violation of section 6311(e)adjustments relating to the underlying tax
prescribed by the Secretary. The legislag subject to civil liability for damages. liability. These provisions ensure that any
tive history accompanying the Act ex-gge | R.C. section 7431(h), added by seflisputes concerning the merits of the tax
plains that commercially acceptablg;,, 1205(c)(2) of the 1997 Act (asliability will be resolved in the traditional
means includes “electronic funds trans;qanded 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 thaEi)on, or other person participating in the

payment of taxes by checks, drafts drawffit€rnal revenue taxes may be paid byeit card or debit card transaction.
on financial institutions, or money ordersCredit card or debit card. Payment of ag authorized by section 6311(d)-
The temporary regulations add payment@xes by credit card or debit card is volunez)(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 approvegeceived due to errors relating to the
methods of payment under section 6311.0y the Secretary may be used for this putredit card or debit card account by ar-
Methods of payment by electronicP0se, 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 paydebit card or other appropriate financial
tion 6302 of the Internal Revenue Codé&ents must be made in the manner and jRstitution 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 ind procedures prescribed by the Secrgowever, 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 transfeflebit 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 oing payment of taxes by credit card or
other than payments by credit card andther persons such as third parties whaebit 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 bywuers 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 nqiarticipating in the credit card or debit



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®Revenue Code, this temporary regulation (&) Authority to receive-(1) Payments
the procedures required under sectionsill be submitted to the Chief Counsel forby credit card and - debit _cardlnterr_lal
6103(k)(9) and 6311(e) with respect tAAdvocacy of the Small Business Admin€VENue taxes may be. paid by gredlt 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@mall business. Payment 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

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

Eﬁlcgrsizﬁéi g:?;i:;? éi;fiﬁm;néggﬁf}ns is Mitchel S. Hyman of the Office oftypes of tax liabilities specified by the
9 Assistant Chief Counsel (General Litiga'Secretary may be pa|d by credit card or

ited (for example, to resolve billing er-.. . .
rors)( PursuanF'z to section 6311(e) ginfort-lon) CC:EL:GL, IRS. However, other debit card, and all such payments must be
: ' personnel from the IRS and Treasury Démade in the manner and in accordance

mation received by an erson i L : ; : . .
y any p artment 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_scnped 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 ok % . ) "
information, whether such information is clude interest, penalties and additions to
received from the Secretary or from anyrdoption of Amendments to the tax. .

other person including the taxpayer. ~ Regulations (2) Payments by electronic funds trans-

The temporary regulations set forth the fer other than payments by credit card
- porary reg S . Accordingly, 26 CFR part 301 isand debit card. Provisions relating to
limited purposes and activities for which

amended as follows: payments by electronic funds transfer

such information may be used or dis- .
. . S other than payments by credit card and
closed by card issuers, financial institUpPART 301—PROCEDURE AND debit card are contained in section 6302

tions, and other persons. The permittedDMINISTRATION .

purposes and activities principally in- and the Treasury Re_gulatlons promul-
volve credit card and debit card process- Paragraph 1. The authority citation fogated pursuant to section 6302.

ing, billing, collection, account servicing,Part 301 continues to read in part as fol- (3) Definitions—(i) Credit cardmeans
account transfers, internal busines®Wws: any credit card as_deﬂneq In section
records, legal compliance, and legal pro- Authority: 26 U.S.C. 7805 * * * 103(k) of the Truth in Lending Act, 15
ceedings. The temporary regulations ex- Par. 2. Section 301.6103(k)(9)-1T jig)-S:C. section 1602(k), including any

pressly prohibit selling the information,added to read as follows: &fg iEsCsallJrsélCfr;?rtgheecs{ﬁp%rszthoirgti?zgiir:iﬂz-
sharing it with credit bureaus, or using It153301.6103(k)(9)—1T Disclosure of money, property, labor or services on

:;);ﬁ(l%i?ga:l;?l?glzirgosz dfs(r:tgxg:n::]er‘eturns and return information relating.to cre.d.it. .
marketing that targets those who hav ayment of tax by credit card and debit  (if) Debit cardmeans any acceptgd
. . 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 Internairransfer 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 Tregsons such return information as the Secrgne purpose of initiating electronic fund
sury decision is not a significant regulatary deems necessary in connection Witfansfers to obtain money, property, labor
tory action as defined in EO 12866processing credit card and debit cardr services.
Therefore, a regulatory assessment is ntsgnsactions to effectuate payment of tax (b) When payment is deemed makle.
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 bpnd employees of the Service may disard 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 deteé§301.6311-2T(d). (c) Payment not maede(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



debit card is not relieved of liability for  (ii) 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 Revenuand 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&éon procedures.The 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 costio 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 paydabit 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¢hrough 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 Elections 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 caradisclose 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 transactiondgs cost beneficial shall be based on aby Federal, State, or local authorities.



(3) Notwithstanding the foregoing, use
or disclosure of information relating to
credit card and debit card transactions f
purposes related to any of the following i
not authorized:

(i) Sale or exchange of such informa
tion separate from the underlying receiv
able or account.

(i) Marketing for any purpose, for ex-
ample, marketing tax-related products c
services, or marketing any product or se
vice that targets those who have used
credit card or debit card to pay taxes.

(i) Furnishing such information to
any credit reporting agency or credit bu
reau, except with respect to the aggrege
amount of a cardholder’s account, witl
the amount attributable to payment o
taxes not separately identified.

(4) Use and disclosure of informatior
other than as authorized by this paragra
(g) may result in civil liability under sec-
tion 7431(h) of the Internal Revenue
Code.

(h) Effective date.This section applies
to payments of taxes made on and aft
January 1, 1999, and through January
2002.

Robert E. Wenzel,
Deputy Commissioner of
Internal Revenue.

Approved December 1, 1998.

Donald C. Lubick,
Assistant Secretary of
the Treasury.

(Filed by the Office of the Federal Register on De
cember 14, 1998, 8:45 a.m., and published in tt
issue of the Federal Register for December 15, 19¢
63 F.R. 68995)



