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Internal Revenue Code Section 6656 
Failure to make deposit of taxes 
   

(a)  Underpayment of deposits. 

In the case of any failure by any person to deposit (as required by this title or by regulations of 

the Secretary under this title) on the date prescribed therefor any amount of tax imposed by this 

title in such government depository as is authorized under section 6302(c) to receive such 

deposit, unless it is shown that such failure is due to reasonable cause and not due to willful 

neglect, there shall be imposed upon such person a penalty equal to the applicable percentage of 

the amount of the underpayment. 

 

(b)  Definitions. 

For purposes of subsection (a) - 

(1)  Applicable percentage.- 

(A)  In general. Except as provided in subparagraph (B) , the term "applicable 

percentage" means- 

(i)  2 percent if the failure is for not more than 5 days, 

 

(ii)  5 percent if the failure is for more than 5 days but not more than 15 

days, and 

 

(iii)  10 percent if the failure is for more than 15 days. 

 

(B)  Special rule. In any case where the tax is not deposited on or before the 

earlier of- 

(i)  the day 10 days after the date of the first delinquency notice to the 

taxpayer under section 6303 , or 

 

(ii)  the day on which notice and demand for immediate payment is given 

under section 6861 or 6862 or the last sentence of section 6331(a) , 

 

the applicable percentage shall be 15 percent. 

 

(2)  Underpayment. 

The term "underpayment" means the excess of the amount of the tax required to be 

deposited over the amount, if any, thereof deposited on or before the date prescribed 

therefor. 

 

(c)  Exception for first-time depositors of employment taxes. 

The Secretary may waive the penalty imposed by subsection (a) on a person's inadvertent failure 

to deposit any employment tax if- 

(1)  such person meets the requirements referred to in section 7430(c)(4)(A)(ii) , 
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(2)  such failure- 

(A)  occurs during the first quarter that such person was required to deposit any 

employment tax; or 

 

(B)  if such person is required to change the frequency of deposits of any 

employment tax, relates to the first deposit to which such change applies, and 

 

(3)  the return of such tax was filed on or before the due date. 

 

For purposes of this subsection , the term "employment taxes" means the taxes imposed by 

subtitle C. 

 

(d)  Authority to abate penalty where deposit sent to Secretary. 

The Secretary may abate the penalty imposed by subsection (a) with respect to the first time a 

depositor is required to make a deposit if the amount required to be deposited is inadvertently 

sent to the Secretary instead of to the appropriate government depository. 

 

(e)  Designation of periods to which deposits apply. 

(1)  In general. 

A deposit made under this section shall be applied to the most recent period or periods 

within the specified tax period to which the deposit relates, unless the person making 

such deposit designates a different period or periods to which such deposit is to be 

applied. 

 

(2)  Time for making designation. 

A person may make a designation under paragraph (1) only during the 90-day period 

beginning on the date of a notice that a penalty under subsection (a) has been imposed for 

the specified tax period to which the deposit relates. 

       

 

 


