
TIN furnished by the payee is incorrect.
Section 3406(i) provides that the Secre-
tary shall prescribe such regulations as may
be necessary or appropriate to carry out the
purposes of section 3406.

Regulations under section 3406(i) pro-
vide that the Commissioner has the author-
ity to establish TIN matching programs
through revenue procedures or other ap-
propriate guidance. Under the regulations,
a payor participating in a TIN matching pro-
gram may, before filing information re-
turns with respect to reportable payments,
contact the IRS with respect to the TIN fur-
nished by the payee. The regulations pro-
vide that the IRS will inform the payor
whether or not the name/TIN combina-
tion furnished by the payee matches a name/
TIN combination maintained for the TIN
matching program.

Pursuant to the authority in the regula-
tions, the IRS issued Rev. Proc. 97–31,
1997–1 C.B. 703, and implemented a TIN
matching program for Federal agency pay-
ors. The IRS is now issuing a second rev-
enue procedure pursuant to that authority
(as amended by these temporary regula-
tions). This revenue procedure will ex-
pand the scope of the IRS TIN Matching
Program to allow all payors (and not merely
Federal agency payors), as well as pay-
ors’ authorized agents, to participate in TIN
matching. In addition, the IRS and the Trea-
sury Department expect to issue additional
published guidance that will allow pay-
ment card organizations to act on behalf of
cardholder/payors for purposes of solicit-
ing, collecting, and validating merchant/
payees’ names and TINs through TIN
matching if certain requirements are met.

Explanation of Provisions

These regulations specifically autho-
rize a payor’s authorized agent to partici-
pate in TIN matching by providing that, for
purposes of the TIN matching program, the
term payor includes an agent designated by
the payor to participate in TIN matching on
behalf of the payor.

Special Analyses

It has been determined that this Trea-
sury decision is not a significant regula-
tory action as defined in Executive Order
12866. Therefore, a regulatory assessment
is not required. It also has been determined
that section 553(b) of the Administrative

Procedure Act (5 U.S.C. chapter 5) does not
apply to these regulations. For the appli-
cability of the Regulatory Flexibility Act (5
U.S.C. chapter 6) refer to the Special Analy-
ses section of the preamble to the cross-
reference notice of proposed rulemaking
(REG–116641–01) published in this issue
of the Bulletin. Pursuant to section 7805(f),
the temporary regulations will be submit-
ted to the Chief Counsel for Advocacy of
the Small Business Administration for com-
ment on its impact on small business.

Drafting Information

The principal author of the regulations
is Donna Welch, Office of Associate Chief
Counsel (Procedure and Administration),
Administrative Provisions and Judicial Prac-
tice Division. However, other personnel
from the IRS and the Treasury Depart-
ment participated in the development of the
regulations.

* * * * *

Amendments to the Regulations

Accordingly, 26 CFR part 31 is amended
as follows:

PART 31—EMPLOYMENT TAXES
AND COLLECTION OF INCOME TAX
AT SOURCE

Paragraph 1. The authority citation for
part 31 is amended by adding an entry in
numerical order to read in part as follows:

Authority: 26 U.S.C. 7805 * * *
Section 31.3406(j)–1T also issued un-

der 26 U.S.C. 3406(i). * * *
Par. 2. Section 31.3406(j)–1 is amended

by revising paragraphs (a) and (f) to read
as follows:

(a) [Reserved]. For further guidance, see
§ 31.3406(j)–1T(a).

* * * * *
(f) [Reserved]. For further guidance, see

§ 31.3406(j)–1T(f).
Par. 3. Section 31.3406(j)–1T is added

to read as follows:

§ 31.3406(j)–1T Taxpayer Identification
Number (TIN) matching program
(temporary).

(a) The matching program. Under sec-
tion 3406(i), the Commissioner has the au-
thority to establish Taxpayer Identification
Number (TIN) matching programs. The

Commissioner may prescribe in a revenue
procedure (see § 601.601(d)(2) of this chap-
ter) or other appropriate guidance the scope
and the terms and conditions of participat-
ing in any TIN matching program. In gen-
eral, under a matching program, prior to
filing information returns with respect to re-
portable payments as defined in section
3406(b)(1), a payor of those reportable pay-
ments who is entitled to participate in the
matching program may contact the Inter-
nal Revenue Service (IRS) with respect to
the TIN furnished by a payee who has re-
ceived or is likely to receive a reportable
payment. The IRS will inform the payor
whether or not a name/TIN combination
furnished by the payee matches a name/
TIN combination maintained in the data
base utilized for the particular matching pro-
gram. For purposes of this section, the term
payor includes an agent designated by the
payor to participate in TIN matching on the
payor’s behalf.

(b) through (e) [Reserved]. For further
guidance, see § 31.3406(j)–1(b) through (e).

(f) Effective date. The provisions of this
section are applicable on or after June, 18,
1997, except the last sentence in para-
graph (a) of this section which is appli-
cable on January 31, 2003. The applicability
of this section expires on January 30, 2006.

David A. Mader,
Acting Deputy Commissioner of

Internal Revenue.

Approved January 17, 2003.

Pamela F. Olson,
Assistant Secretary of the Treasury.

(Filed by the Office of the Federal Register on January 30,
2003, 8:45 a.m., and published in the issue of the Federal Reg-
ister for January 31, 2003, 68 F.R. 4922)

Section 6654.—Failure by
Individual to Pay Estimated
Income Tax

26 CFR 1.6654–2:Exceptions to imposition of the
addition to the tax in the case of individuals.

Estimated tax penalty safe harbor.
This ruling addresses the application of sec-
tion 6654(d)(1)(B)(ii) of the Code where an
individual filed a late original return for the
preceding year.

February 24, 2003 511 2003–8 I.R.B.



Rev. Rul. 2003–23

PURPOSE

This revenue ruling provides guidance
on whether the Internal Revenue Service
will impose an addition to tax for the un-
derpayment of estimated tax under sec-
tion 6654(a) of the Internal Revenue Code
as to an individual whose timely estimated
tax payments for the current taxable year
meet the requirement of section
6654(d)(1)(B)(ii) based on tax shown on a
late-filed return for the preceding taxable
year.

LAW AND ANALYSIS

Section 6654(a) provides for an addi-
tion to tax for the taxable year if there is
an underpayment of estimated tax by an in-
dividual.

Section 6654(b)(1) provides that the
amount of the underpayment shall be the
excess of the required installment over the
amount of the installment paid on or be-
fore the due date for the installment.

Section 6654(c)(1) provides that there
shall be four required installments for each
taxable year.

Section 6654(d)(1)(A) provides gener-
ally that the amount of any required in-
stallment shall be 25 percent of the required
annual payment. Section 6654(d)(1)(B) pro-
vides that the term “required annual pay-
ment” means the lesser of (i) 90 percent of

tax shown on the return for the taxable year
(or, if no return is filed, 90 percent of tax
for such year), or (ii) 100 percent of tax
shown on the return of the individual for
the preceding taxable year. If the adjusted
gross income shown on the return of the in-
dividual for the preceding taxable year ex-
ceeds $150,000, the required annual
payment is 110 percent of tax shown on
such return. See section 6654(d)(1)(C). If
the preceding taxable year was not a tax-
able year of 12 months or if the individual
did not file a return for such preceding tax-
able year, the required annual payment is
90 percent of tax shown on the return for
the current taxable year. See section
6654(d)(1)(B).

Section 1.6654–2(a) of the Income Tax
Regulations provides that the addition to tax
under section 6654 will not be imposed for
any underpayment of any installment of es-
timated tax if, on or before the date pre-
scribed for payment of the installment, the
total amount of all payments of estimated
tax made equals or exceeds the least of the
amounts in § 1.6654–2(a).

Section 1.6654–2(a)(1) echoes section
6654(d)(1)(B)(ii) and describes the amount
that is required to be paid on or before the
date prescribed for payment if the required
annual installment is based on tax shown
on the return for the preceding taxable year,
provided that the preceding taxable year was
a year of 12 months and a return show-
ing a liability for tax was filed for such year.

The only nonmonetary limitations on the
application of section 6654(d)(1)(B)(ii) are
the two stated above. Neither the Code nor
the regulations require that the individual
have filed the preceding taxable year’s re-
turn by the due date. Similarly, neither the
Code nor the regulations provide that sec-
tion 6654(d)(1)(B)(ii) will not apply if the
individual filed the return for the preced-
ing taxable year after the due date.

HOLDING

Accordingly, when an individual files a
late return for the preceding taxable year
and pays as required the installments prop-
erly predicated on tax shown on that re-
turn, the Service will not impose the
addition to tax under section 6654(a) for the
underpayment of estimated tax for the cur-
rent taxable year.

EFFECT ON OTHER REVENUE
RULING(S)

None.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Tiffany P. Smith of the Office of the
Associate Chief Counsel (Procedure and
Administration), Administrative Provi-
sions and Judicial Practice Division. For fur-
ther information regarding this revenue
ruling, contact Tiffany P. Smith at (202)
622–4910 (not a toll-free call).
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