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Example 3. On April 1, 1989, an individual
submitted a written request for advice to an
Internal Revenue Service Center. The advice
related to an item included on a federal tax
return. The individual filed a federal income
tax return with the appropriate Service Cen-
ter on April 15, 1989. Subsequently, on May 1,
1989, the individual received advice from the
Service Center concerning the written re-
quest made on April 1. Because the indi-
vidual filed his tax return prior to the date
on which written advice from the Service
was received, the individual did not rely on
the Service’s written advice for purposes of
section 6404(f). If, however, the individual
amends his tax return to conform with the
written advice received from the Service, the
individual will be considered to have reason-
ably relied upon the Service’s advice.

Example 4. Individual A, on May 1, 1989, re-
ceived advice from the Service that con-
cluded that interest paid by the taxpayer
with respect to a specific loan was interest
paid or accrued in connection with a trade or
business, within the meaning of section
163(h)(2)(A) of the Code. The advice relates to
a continuing action. Therefore, provided the
facts submitted by the taxpayer to obtain
the advice remain adequate and accurate
(that is, the circumstances relating to the
indebtedness do not change), Individual A
may rely on the Service’s advice for subse-
quent taxable years until the individual is
put on notice that the advice no longer rep-
resents Service position and, thus, is no
longer valid.

Example 5. An individual, on June 1, 1989,
received advice from the Service that con-
cluded that no gain or loss would be recog-
nized with respect to a transfer of property
to his spouse under section 1041. The advice
does not relate to a continuing action.
Therefore, the taxpayer may not rely on the
advice of the Service for transfers other than
the transfer discussed in the taxpayer’s writ-
ten request for advice.

(g) Effective date. Section 6404(f) shall
apply with respect to advice requested
on or after January 1, 1989.

[T.D. 8254, 54 FR 21057, May 16, 1989. Redesig-
nated at 55 FR 14245, Apr. 17, 1990]

§ 301.6405–1 Reports of refunds and
credits.

Section 6405 requires that a report be
made to the Joint Committee on Tax-
ation of proposed refunds or credits in
excess of $100,000 of any income tax (in-
cluding any qualified State individual
income tax collected by the Federal
Government), war profits tax, excess
profits tax, estate tax, or gift tax. An
exception is provided under which re-
funds and credits made after July 1,

1972, and attributable to an election
under section 165(h) to deduct a dis-
aster loss for the taxable year in which
the disaster occurred, may be made
prior to the submission of such report
to the Joint Committee on Taxation.

[T.D. 7577, 43 FR 59376, Dec. 20, 1978]

§ 301.6407–1 Date of allowance of re-
fund or credit.

The date on which the district direc-
tor or the director of the regional serv-
ice center, or an authorized certifying
officer designated by either of them,
first certifies the allowance of an over-
assessment in respect of any internal
revenue tax shall be considered as the
date of allowance of refund or credit in
respect of such tax.

RULES OF SPECIAL APPLICATION

§ 301.6411–1 Tentative carryback ad-
justments.

For regulations under section 6411,
see §§ 1.6411–1 to 1.6411–4, inclusive, of
this chapter (Income Tax Regulations).

§ 301.6413–1 Special rules applicable to
certain employment taxes.

For regulations under section 6413,
see §§ 31.6413(a)–1 to 31.6413(c)–1, inclu-
sive, of this chapter (Employment Tax
Regulations).

§ 301.6414–1 Income tax withheld.

(a) For rules relating to the refund or
credit of income tax withheld under
chapter 3 of the Code on nonresident
aliens and foreign corporations and
tax-free covenant bonds, see § 1.6414–1
of this chapter (Income Tax Regula-
tions).

(b) For rules relating to the refund or
credit of income tax withheld under
chapter 24 of the Code from wages, see
§ 31.6414–1 of this chapter (Employment
Tax Regulations).

§ 301.6425–1 Adjustment of overpay-
ment of estimated income tax by
corporation.

For regulations under section 6425,
see §§ 1.6425–1 to 1.6425–3, inclusive, of
this chapter (Income Tax Regulations).

[T.D. 7059, 35 FR 14548, Sept. 17, 1970]
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LIMITATIONS

Limitations on Assessment and
Collection

§ 301.6501(a)–1 Period of limitations
upon assessment and collection.

(a) The amount of any tax imposed
by the Code (other than a tax collected
by means of stamps) shall be assessed
within 3 years after the return was
filed. For rules applicable in cases
where the return is filed prior to the
due date thereof, see section 6501(b). In
the case of taxes payable by stamp, as-
sessment shall be made at any time
after the tax became due and before the
expiration of 3 years after the date on
which any part of the tax was paid. For
exceptions and additional rules, see
subsections (b) to (g) of section 6501,
and for cross references to other provi-
sions relating to limitations on assess-
ment and collection, see sections
6501(h) and 6504.

(b) No proceeding in court without
assessment for the collection of any
tax shall be begun after the expiration
of the applicable period for the assess-
ment of such tax.

§ 301.6501(b)–1 Time return deemed
filed for purposes of determining
limitations.

(a) Early return. Any return, other
than a return of tax referred to in para-
graph (b) of this section, filed before
the last day prescribed by law or regu-
lations for the filing thereof (deter-
mined without regard to any extension
of time for filing) shall be considered
as filed on such last day.

(b) Returns of social security tax and of
income tax withholding. If a return on or
after November 13, 1966, of tax imposed
by chapter 3 of the Code (relating to
withholding of tax on nonresident
aliens and foreign corporations and
tax-free covenant bonds), or if a return
of tax imposed by chapter 21 of the
Code (relating to the Federal Insurance
Contributions Act) or by chapter 24 of
the Code (relating to collection of in-
come tax at source on wages), for any
period ending with or within a calendar
year is filed before April 15 of the suc-
ceeding calendar year, such return
shall be deemed filed on April 15 of
such succeeding calendar year. For ex-

ample, if quarterly returns of the tax
imposed by chapter 24 of the Code are
filed for the four quarters of 1955 on
April 30, July 31, and October 31, 1955,
and on January 31, 1956, the period of
limitation for assessment with respect
to the tax required to be reported on
such return is measured from April 15,
1956. However, if any of such returns is
filed after April 15, 1956, the period of
limitation for assessment of the tax re-
quired to be reported on that return is
measured from the date it is in fact
filed.

(c) Returns executed by district direc-
tors or other internal revenue officers.
The execution of a return by a district
director or other authorized internal
revenue officer or employee under the
authority of section 6020(b) shall not
start the running of the statutory pe-
riod of limitations on assessment and
collection.

§ 301.6501(c)–1 Exceptions to general
period of limitations on assessment
and collection.

(a) False return. In the case of a false
or fraudulent return with intent to
evade any tax, the tax may be assessed,
or a proceeding in court for the collec-
tion of such tax may be begun without
assessment, at any time after such
false or fraudulent return is filed.

(b) Willful attempt to evade tax. In the
case of a willful attempt in any manner
to defeat or evade any tax imposed by
the Code (other than a tax imposed by
subtitle A or B, relating to income, es-
tate, or gift taxes), the tax may be as-
sessed, or a proceeding in court for the
collection of such tax may be begun
without assessment, at any time.

(c) No return. In the case of a failure
to file a return, the tax may be as-
sessed, or a proceeding in court for the
collection of such tax may be begun
without assessment, at any time after
the date prescribed for filing the re-
turn. For special rules relating to fil-
ing a return for chapter 42 and similar
taxes, see §§ 301.6501(n)–1, 301.6501(n)–2,
and 301.6501(n)–3.

(d) Extension by agreement. The time
prescribed by section 6501 for the as-
sessment of any tax (other than the es-
tate tax imposed by chapter 11 of the
Code) may, prior to the expiration of
such time, be extended for any period
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of time agreed upon in writing by the
taxpayer and the district director or an
assistant regional commissioner. The
extension shall become effective when
the agreement has been executed by
both parties. The period agreed upon
may be extended by subsequent agree-
ments in writing made before the expi-
ration of the period previously agreed
upon.

(e) Gifts subject to chapter 14 of the In-
ternal Revenue Code not adequately dis-
closed on the return. If any transfer of
property subject to the special valu-
ation rules of section 2701 or section
2702, or if the occurrence of any taxable
event described in section § 25.2701–4 of
this chapter, is not adequately shown
on a return of tax imposed by chapter
12 of subtitle B of the Internal Revenue
Code (without regard to section
2503(b)), any tax imposed by chapter 12
of subtitle B of the Code on the trans-
fer or resulting from the taxable event
may be assessed, or a proceeding in
court for the collection of the appro-
priate tax may be begun without as-
sessment, at any time.

(2) Adequately shown. A transfer of
property valued under the rules of sec-
tion 2701 or section 2702 or any taxable
event described in § 25.2701–4 of this
chapter will be considered adequately
shown on a return of tax imposed by
chapter 12 of subtitle B of the Internal
Revenue Code only if, with respect to
the entire transaction or series of
transactions (including any trans-
action that affected the transferred in-
terest) of which the transfer (or tax-
able event) was a part, the return pro-
vides:

(i) A description of the transactions,
including a description of transferred
and retained interests and the method
(or methods) used to value each;

(ii) The identity of, and relationship
between, the transferor, transferee, all
other persons participating in the
transactions, and all parties related to
the transferor holding an equity inter-
est in any entity involved in the trans-
action; and

(iii) A detailed description (including
all actuarial factors and discount rates
used) of the method used to determine
the amount of the gift arising from the
transfer (or taxable event), including,
in the case of an equity interest that is

not actively traded, the financial and
other data used in determining value.
Financial data should generally in-
clude balance sheets and statements of
net earnings, operating results, and
dividends paid for each of the 5 years
immediately before the valuation date.

(3) Effective date. The provisions of
this paragraph (e) are effective as of
January 28, 1992. In determining wheth-
er a transfer or taxable event is ade-
quately shown on a gift tax return filed
prior to that date, taxpayers may rely
on any reasonable interpretation of the
statutory provisions. For these pur-
poses, the provisions of the proposed
regulations and the final regulations
are considered a reasonable interpreta-
tion of the statutory provisions.

(f) Gifts made after December 31, 1996,
not adequately disclosed on the return—
(1) In general. If a transfer of property,
other than a transfer described in para-
graph (e) of this section, is not ade-
quately disclosed on a gift tax return
(Form 709, ‘‘United States Gift (and
Generation-Skipping Transfer) Tax Re-
turn’’), or in a statement attached to
the return, filed for the calendar period
in which the transfer occurs, then any
gift tax imposed by chapter 12 of sub-
title B of the Internal Revenue Code on
the transfer may be assessed, or a pro-
ceeding in court for the collection of
the appropriate tax may be begun with-
out assessment, at any time.

(2) Adequate disclosure of transfers of
property reported as gifts. A transfer will
be adequately disclosed on the return
only if it is reported in a manner ade-
quate to apprise the Internal Revenue
Service of the nature of the gift and
the basis for the value so reported.
Transfers reported on the gift tax re-
turn as transfers of property by gift
will be considered adequately disclosed
under this paragraph (f)(2) if the return
(or a statement attached to the return)
provides the following information—

(i) A description of the transferred
property and any consideration re-
ceived by the transferor;

(ii) The identity of, and relationship
between, the transferor and each trans-
feree;

(iii) If the property is transferred in
trust, the trust’s tax identification
number and a brief description of the
terms of the trust, or in lieu of a brief
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description of the trust terms, a copy
of the trust instrument;

(iv) Except as provided in § 301.6501–
1(f)(3), a detailed description of the
method used to determine the fair mar-
ket value of property transferred, in-
cluding any financial data (for exam-
ple, balance sheets, etc. with expla-
nations of any adjustments) that were
utilized in determining the value of the
interest, any restrictions on the trans-
ferred property that were considered in
determining the fair market value of
the property, and a description of any
discounts, such as discounts for block-
age, minority or fractional interests,
and lack of marketability, claimed in
valuing the property. In the case of a
transfer of an interest that is actively
traded on an established exchange,
such as the New York Stock Exchange,
the American Stock Exchange, the
NASDAQ National Market, or a re-
gional exchange in which quotations
are published on a daily basis, includ-
ing recognized foreign exchanges, reci-
tation of the exchange where the inter-
est is listed, the CUSIP number of the
security, and the mean between the
highest and lowest quoted selling
prices on the applicable valuation date
will satisfy all of the requirements of
this paragraph (f)(2)(iv). In the case of
the transfer of an interest in an entity
(for example, a corporation or partner-
ship) that is not actively traded, a de-
scription must be provided of any dis-
count claimed in valuing the interests
in the entity or any assets owned by
such entity. In addition, if the value of
the entity or of the interests in the en-
tity is properly determined based on
the net value of the assets held by the
entity, a statement must be provided
regarding the fair market value of 100
percent of the entity (determined with-
out regard to any discounts in valuing
the entity or any assets owned by the
entity), the pro rata portion of the en-
tity subject to the transfer, and the
fair market value of the transferred in-
terest as reported on the return. If 100
percent of the value of the entity is not
disclosed, the taxpayer bears the bur-
den of demonstrating that the fair
market value of the entity is properly
determined by a method other than a
method based on the net value of the
assets held by the entity. If the entity

that is the subject of the transfer owns
an interest in another non-actively
traded entity (either directly or
through ownership of an entity), the
information required in this paragraph
(f)(2)(iv) must be provided for each en-
tity if the information is relevant and
material in determining the value of
the interest; and

(v) A statement describing any posi-
tion taken that is contrary to any pro-
posed, temporary or final Treasury reg-
ulations or revenue rulings published
at the time of the transfer (see
§ 601.601(d)(2) of this chapter).

(3) Submission of appraisals in lieu of
the information required under paragraph
(f)(2)(iv) of this section. The require-
ments of paragraph (f)(2)(iv) of this sec-
tion will be satisfied if the donor sub-
mits an appraisal of the transferred
property that meets the following re-
quirements—

(i) The appraisal is prepared by an
appraiser who satisfies all of the fol-
lowing requirements:

(A) The appraiser is an individual
who holds himself or herself out to the
public as an appraiser or performs ap-
praisals on a regular basis.

(B) Because of the appraiser’s quali-
fications, as described in the appraisal
that details the appraiser’s back-
ground, experience, education, and
membership, if any, in professional ap-
praisal associations, the appraiser is
qualified to make appraisals of the
type of property being valued.

(C) The appraiser is not the donor or
the donee of the property or a member
of the family of the donor or donee, as
defined in section 2032A(e)(2), or any
person employed by the donor, the
donee, or a member of the family of ei-
ther; and

(ii) The appraisal contains all of the
following:

(A) The date of the transfer, the date
on which the transferred property was
appraised, and the purpose of the ap-
praisal.

(B) A description of the property.
(C) A description of the appraisal

process employed.
(D) A description of the assumptions,

hypothetical conditions, and any lim-
iting conditions and restrictions on the
transferred property that affect the
analyses, opinions, and conclusions.
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(E) The information considered in de-
termining the appraised value, includ-
ing in the case of an ownership interest
in a business, all financial data that
was used in determining the value of
the interest that is sufficiently de-
tailed so that another person can rep-
licate the process and arrive at the ap-
praised value.

(F) The appraisal procedures fol-
lowed, and the reasoning that supports
the analyses, opinions, and conclu-
sions.

(G) The valuation method utilized,
the rationale for the valuation method,
and the procedure used in determining
the fair market value of the asset
transferred.

(H) The specific basis for the valu-
ation, such as specific comparable sales
or transactions, sales of similar inter-
ests, asset-based approaches, merger-
acquisition transactions, etc.

(4) Adequate disclosure of non-gift com-
pleted transfers or transactions. Com-
pleted transfers to members of the
transferor’s family, as defined in sec-
tion 2032A(e)(2), that are made in the
ordinary course of operating a business
are deemed to be adequately disclosed
under paragraph (f)(2) of this section,
even if the transfer is not reported on
a gift tax return, provided the transfer
is properly reported by all parties for
income tax purposes. For example, in
the case of salary paid to a family
member employed in a family owned
business, the transfer will be treated as
adequately disclosed for gift tax pur-
poses if the item is properly reported
by the business and the family member
on their income tax returns. For pur-
poses of this paragraph (f)(4), any other
completed transfer that is reported, in
its entirety, as not constituting a
transfer by gift will be considered ade-
quately disclosed under paragraph (f)(2)
of this section only if the following in-
formation is provided on, or attached
to, the return—

(i) The information required for ade-
quate disclosure under paragraphs
(f)(2)(i), (ii), (iii) and (v) of this section;
and

(ii) An explanation as to why the
transfer is not a transfer by gift under
chapter 12 of the Internal Revenue
Code.

(5) Adequate disclosure of incomplete
transfers. Adequate disclosure of a
transfer that is reported as a com-
pleted gift on the gift tax return will
commence the running of the period of
limitations for assessment of gift tax
on the transfer, even if the transfer is
ultimately determined to be an incom-
plete gift for purposes of § 25.2511–2 of
this chapter. For example, if an incom-
plete gift is reported as a completed
gift on the gift tax return and is ade-
quately disclosed, the period for assess-
ment of the gift tax will begin to run
when the return is filed, as determined
under section 6501(b). Further, once the
period of assessment for gift tax ex-
pires, the transfer will be subject to in-
clusion in the donor’s gross estate for
estate tax purposes only to the extent
that a completed gift would be so in-
cluded. On the other hand, if the trans-
fer is reported as an incomplete gift
whether or not adequately disclosed,
the period for assessing a gift tax with
respect to the transfer will not com-
mence to run even if the transfer is ul-
timately determined to be a completed
gift. In that situation, the gift tax with
respect to the transfer may be assessed
at any time, up until three years after
the donor files a return reporting the
transfer as a completed gift with ade-
quate disclosure.

(6) Treatment of split gifts. If a hus-
band and wife elect under section 2513
to treat a gift made to a third party as
made one-half by each spouse, the re-
quirements of this paragraph (f) will be
satisfied with respect to the gift
deemed made by the consenting spouse
if the return filed by the donor spouse
(the spouse that transferred the prop-
erty) satisfies the requirements of this
paragraph (f) with respect to that gift.

(7) Examples. The following examples
illustrate the rules of this paragraph
(f):

Example 1. (i) Facts. In 2001, A transfers 100
shares of common stock of XYZ Corporation
to A’s child. The common stock of XYZ Cor-
poration is actively traded on a major stock
exchange. For gift tax purposes, the fair
market value of one share of XYZ common
stock on the date of the transfer, determined
in accordance with § 25.2512–2(b) of this chap-
ter (based on the mean between the highest
and lowest quoted selling prices), is $150.00.
On A’s Federal gift tax return, Form 709, for
the 2001 calendar year, A reports the gift to
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A’s child of 100 shares of common stock of
XYZ Corporation with a value for gift tax
purposes of $15,000. A specifies the date of the
transfer, recites that the stock is publicly
traded, identifies the stock exchange on
which the stock is traded, lists the stock’s
CUSIP number, and lists the mean between
the highest and lowest quoted selling prices
for the date of transfer.

(ii) Application of the adequate disclosure
standard. A has adequately disclosed the
transfer. Therefore, the period of assessment
for the transfer under section 6501 will run
from the time the return is filed (as deter-
mined under section 6501(b)).

Example 2. (i) Facts. On December 30, 2001,
A transfers closely-held stock to B, A’s child.
A determined that the value of the trans-
ferred stock, on December 30, 2001, was $9,000.
A made no other transfers to B, or any other
donee, during 2001. On A’s Federal gift tax
return, Form 709, for the 2001 calendar year,
A provides the information required under
paragraph (f)(2) of this section such that the
transfer is adequately disclosed. A claims an
annual exclusion under section 2503(b) for
the transfer.

(ii) Application of the adequate disclosure
standard. Because the transfer is adequately
disclosed under paragraph (f)(2) of this sec-
tion, the period of assessment for the trans-
fer will expire as prescribed by section
6501(b), notwithstanding that if A’s valuation
of the closely-held stock was correct, A was
not required to file a gift tax return report-
ing the transfer under section 6019. After the
period of assessment has expired on the
transfer, the Internal Revenue Service is pre-
cluded from redetermining the amount of the
gift for purposes of assessing gift tax or for
purposes of determining the estate tax liabil-
ity. Therefore, the amount of the gift as re-
ported on A’s 2001 Federal gift tax return
may not be redetermined for purposes of de-
termining A’s prior taxable gifts (for gift tax
purposes) or A’s adjusted taxable gifts (for
estate tax purposes).

Example 3. (i) Facts. A owns 100 percent of
the common stock of X, a closely-held cor-
poration. X does not hold an interest in any
other entity that is not actively traded. In
2001, A transfers 20 percent of the X stock to
B and C, A’s children, in a transfer that is
not subject to the special valuation rules of
section 2701. The transfer is made outright
with no restrictions on ownership rights, in-
cluding voting rights and the right to trans-
fer the stock. Based on generally applicable
valuation principles, the value of X would be
determined based on the net value of the as-
sets owned by X. The reported value of the
transferred stock incorporates the use of mi-
nority discounts and lack of marketability
discounts. No other discounts were used in
arriving at the fair market value of the
transferred stock or any assets owned by X.
On A’s Federal gift tax return, Form 709, for

the 2001 calendar year, A provides the infor-
mation required under paragraph (f)(2) of
this section including a statement reporting
the fair market value of 100 percent of X (be-
fore taking into account any discounts), the
pro rata portion of X subject to the transfer,
and the reported value of the transfer. A also
attaches a statement regarding the deter-
mination of value that includes a discussion
of the discounts claimed and how the dis-
counts were determined.

(ii) Application of the adequate disclosure
standard. A has provided sufficient informa-
tion such that the transfer will be considered
adequately disclosed and the period of as-
sessment for the transfer under section 6501
will run from the time the return is filed (as
determined under section 6501(b)).

Example 4. (i) Facts. A owns a 70 percent
limited partnership interest in PS. PS owns
40 percent of the stock in X, a closely-held
corporation. The assets of X include a 50 per-
cent general partnership interest in PB. PB
owns an interest in commercial real prop-
erty. None of the entities (PS, X, or PB) is
actively traded and, based on generally ap-
plicable valuation principles, the value of
each entity would be determined based on
the net value of the assets owned by each en-
tity. In 2001, A transfers a 25 percent limited
partnership interest in PS to B, A’s child. On
the Federal gift tax return, Form 709, for the
2001 calendar year, A reports the transfer of
the 25 percent limited partnership interest in
PS and that the fair market value of 100 per-
cent of PS is $y and that the value of 25 per-
cent of PS is $z, reflecting marketability and
minority discounts with respect to the 25
percent interest. However, A does not dis-
close that PS owns 40 percent of X, and that
X owns 50 percent of PB and that, in arriving
at the $y fair market value of 100 percent of
PS, discounts were claimed in valuing PS’s
interest in X, X’s interest in PB, and PB’s in-
terest in the commercial real property.

(ii) Application of the adequate disclosure
standard. The information on the lower
tiered entities is relevant and material in de-
termining the value of the transferred inter-
est in PS. Accordingly, because A has failed
to comply with requirements of paragraph
(f)(2)(iv) of this section regarding PS’s inter-
est in X, X’s interest in PB, and PB’s inter-
est in the commercial real property, the
transfer will not be considered adequately
disclosed and the period of assessment for
the transfer under section 6501 will remain
open indefinitely.

Example 5. The facts are the same as in Ex-
ample 4 except that A submits, with the Fed-
eral tax return, an appraisal of the 25 per-
cent limited partnership interest in PS that
satisfies the requirements of paragraph (f)(3)
of this section in lieu of the information re-
quired in paragraph (f)(2)(iv) of this section.
Assuming the other requirements of para-
graph (f)(2) of this section are satisfied, the
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transfer is considered adequately disclosed
and the period for assessment for the trans-
fer under section 6501 will run from the time
the return is filed (as determined under sec-
tion 6501(b) of this chapter).

Example 6. A owns 100 percent of the stock
of X Corporation, a company actively en-
gaged in a manufacturing business. B, A’s
child, is an employee of X and receives an
annual salary paid in the ordinary course of
operating X Corporation. B reports the an-
nual salary as income on B’s income tax re-
turns. In 2001, A transfers property to family
members and files a Federal gift tax return
reporting the transfers. However, A does not
disclose the 2001 salary payments made to B.
Because the salary payments were reported
as income on B’s income tax return, the sal-
ary payments are deemed to be adequately
disclosed. The transfer of property to family
members, other than the salary payments to
B, reported on the gift tax return must sat-
isfy the adequate disclosure requirements
under paragraph (f)(2) of this section in order
for the period of assessment under section
6501 to commence to run with respect to
those transfers.

(8) Effective date. This paragraph (f) is
applicable to gifts made after Decem-
ber 31, 1996, for which the gift tax re-
turn for such calendar year is filed
after December 3, 1999.

[32 FR 15241, Nov. 3, 1967, as amended by T.D.
7838, 47 FR 44250, Oct. 7, 1982; T.D. 8395, 57 FR
4277, Feb. 4, 1992; T.D. 8845, 64 FR 67771, Dec.
3, 1999; 65 FR 1059, Jan. 7, 2000]

§ 301.6501(d)–1 Request for prompt as-
sessment.

(a) Except as otherwise provided in
section 6501 (c), (e), or (f), any tax for
which a return is required and for
which:

(1) A decedent or an estate of a dece-
dent may be liable, other than the es-
tate tax imposed by chapter 11 of the
Code, or

(2) A corporation which is contem-
plating dissolution, is in the process of
dissolution, or has been dissolved, may
be liable,
shall be assessed, or a proceeding in
court without assessment for the col-
lection of such tax shall be begun,
within 18 months after the receipt of a
written request for prompt assessment
thereof.

(b) The executor, administrator, or
other fiduciary representing the estate
of the decedent, or the corporation, or
the fiduciary representing the dis-

solved corporation, as the case may be,
shall, after the return in question has
been filed, file the request for prompt
assessment in writing with the district
director for the internal revenue dis-
trict in which such return was filed.
The request, in order to be effective,
must be transmitted separately from
any other document, must set forth the
classes of tax and the taxable periods
for which the prompt assessment is re-
quested, and must clearly indicate that
it is a request for prompt assessment
under the provisions of section 6501(d).
The effect of such a request is to limit
the time in which an assessment of tax
may be made, or a proceeding in court
without assessment for collection of
tax may be begun, to a period of 18
months from the date the request is
filed with the proper district director.
The request does not extend the time
within which an assessment may be
made, or a proceeding in court without
assessment years from the date the re-
turn was filed. This special period of
limitations will not apply to any re-
turn filed after a request for prompt as-
sessment has been made unless an addi-
tional request is filed in the manner
provided herein.

(c) In the case of a corporation the
18-month period shall not apply unless:

(1) The written request notifies the
district director that the corporation
contemplates dissolution at or before
the expiration of such 18-month period;
the dissolution is in good faith begun
before the expiration of such 18-month
period; and the dissolution so begun is
completed either before or after the ex-
piration of such 18-month period; or

(2) The written request notifies the
district director that a dissolution has
in good faith been begun, and the dis-
solution is completed either before or
after the expiration of such 18-month
period; or

(3) A dissolution has been completed
at the time the written request is
made.

§ 301.6501(e)–1 Omission from return.
(a) Income taxes—(1) General rule. (i) If

the taxpayer omits from the gross in-
come stated in the return of a tax im-
posed by subtitle A of the Code an
amount properly includible therein
which is in excess of 25 percent of the
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gross income so stated, the tax may be
assessed, or a proceeding in court for
the collection of such tax may be
begun without assessment, at any time
within 6 years after the return was
filed.

(ii) For purposes of this subpara-
graph, the term ‘‘gross income’’, as it
relates to a trade or business, means
the total of the amounts received or
accrued from the sale of goods or serv-
ices, to the extent required to be shown
on the return, without reduction for
the cost of such sales or services. An
item shall not be considered as omitted
from gross income if information, suffi-
cient to apprise the district director of
the nature and amount of such item, is
disclosed in the return or in any sched-
ule or statement attached to the re-
turn.

(2) Constructive dividends. If a tax-
payer omits from gross income an
amount properly includible therein
under section 551(b) as his distributive
share of the undistributed foreign per-
sonal holding company income, the tax
may be assessed, or a proceeding in
court for the collection of such tax
may be begun without assessment, at
any time within 6 years after the re-
turn was filed.

(b) Estate and gift taxes. (1) If the tax-
payer omits from the gross estate as
stated in the estate tax return, or from
the total amount of the gifts made dur-
ing the period for which the gift tax re-
turn was filed (see § 25.6019–1 of this
chapter) as stated in such return, an
item or items properly includible
therein the amount of which is in ex-
cess of 25 percent of the gross estate as
stated in the return, or 25 percent of
the total amount of the gifts as stated
in the return, the tax may be assessed,
or a proceeding in court for the collec-
tion thereof may be begun without as-
sessment, at any time within 6 years
after the return was filed.

(2) For purposes of this paragraph, an
item disclosed in the return or in any
schedule or statement attached to the
return in a manner sufficient to ap-
prise the district director of the nature
and amount thereof shall not be taken
into account in determining items
omitted from the gross estate or total
gifts, as the case may be. Further,
there shall not be taken into account

in computing the 25 percent omission
from the gross estate stated in the es-
tate tax return or from the total gifts
stated in the gift tax return, any in-
creases in the valuation of assets dis-
closed on the return.

(c) Excise taxes—(1) In general. If the
taxpayer omits from a return of a tax
imposed under a provision of subtitle D
an amount properly includable there-
on, which amount is in excess of 25 per-
cent of the amount of tax reported
thereon, the tax may be assessed or a
proceeding in court for the collection
thereof may be begun without assess-
ment, at any time within 6 years after
the return was filed. For special rules
relating to chapter 41, 42, 43, and 44
taxes, see subparagraphs (2), (3), (4),
and (5) of this paragraph.

(2) Chapter 41 excise taxes. If an orga-
nization discloses an expenditure in its
return (or in a schedule or statement
attached thereto) in a manner suffi-
cient to apprise the district director or
director of a service center of the exist-
ing and nature of such expenditure, the
three year limitation on assessment
and collection described in section
6501(a) shall apply with respect to any
tax under chapter 41 arising from such
expenditure. If a taxpayer fails to so
disclose an expenditure in its return
(or in a schedule or statement attached
thereto), the tax arising from the ex-
penditure not so disclosed may be as-
sessed, or a proceeding in court for the
collection of such tax may be begun
without assessment, at any time with-
in 6 years after the return was filed.

(3) Chapter 42 excise taxes. (i) If a pri-
vate foundation omits from its annual
return with respect to the tax imposed
by section 4940 an amount of tax prop-
erly includible therein which is in ex-
cess of 25 percent of the amount of tax
imposed by section 4940 which is re-
ported on the return, the tax may be
assessed, or a proceeding in court for
the collection of such tax may be
begun without assessment, at any time
within 6 years after the return was
filed. If a private foundation discloses
in its return (or in a schedule or state-
ment attached thereto) the nature,
source, and amount of any income giv-
ing rise to any omitted tax, the tax
arising from such income shall be
counted as reported on the return in
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computing whether the foundation has
omitted more than 25 percent of the
tax reported on its return.

(ii) If a private foundation trust, or
other organization (as the case may be)
discloses an item in its return (or in a
schedule or statement attached there-
to) in a manner sufficient to apprise
the district director or director of a
service center of the existence and na-
ture of such item, the three year limi-
tation on assessment and collection de-
scribed in section 6501(a) shall apply
with respect to any tax imposed under
sections 4941(a), 4942(a), 4943(a), 4944(a),
4945(a), 4951(a), 4952(a), 4953, and 4958
arising from any transaction disclosed
by such item. If a private foundation
trust, or other organization (as the
case may be) fails to so disclose an
item in its return (or in a schedule or
statement attached thereto), the tax
arising from any transaction not so
disclosed may be assessed or a pro-
ceeding in court for the collection of
such tax may be begun without assess-
ment, at any time within 6 years after
the return was filed.

(4) Chapter 43 excise taxes. If a tax-
payer discloses an item in its return
(or in a schedule or statement attached
thereto) in a manner sufficient to ap-
prise the district director or director of
a service center of the existence and
nature of such item, the three year
limitation on assessment and collec-
tion described in section 6501(a) shall
apply with respect to any tax imposed
under sections 4971(a), 4972, 4973, 4974,
and 4975(a) arising from any trans-
action disclosed by such item. If a tax-
payer fails to so disclose an item in its
return (or in a schedule or statement
attached thereto), the tax arising from
any transaction not so disclosed may
be assessed, or a proceeding in court
for the collection of such tax may be
begun without assessment, at any time
within 6 years after the return was
filed. The applicable return for the tax
under sections 4971, 4972, 4973 and 4974
is the return designated by the Com-
missioner for reporting the respective
tax. The applicable return for the tax
under section 4975 is the return filed by
the plan used to report the act giving
rise to the tax.

(5) Chapter 44 excise taxes. If a real es-
tate investment trust omits from its

annual return with respect to the tax
imposed by section 4981 an amount of
tax properly includible therein which is
in excess of 25 percent of the amount of
tax imposed by section 4981 which is re-
ported on the return, the tax may be
assessed, or a proceeding in court for
the collection of such tax may be
begun without assessment, at any time
within 6 years after the return was
filed. If a real estate investment trust
discloses in its return (or in a schedule
or statement attached thereto) the na-
ture, source, and amount of any in-
come giving rise to any omitted tax,
the tax arising from such income shall
be counted as reported on the return in
computing whether the trust has omit-
ted more than 25 percent of the tax re-
ported on its return.

(d) Exception. The provisions of this
section do not limit the application of
section 6501(c).

[32 FR 15241, Nov. 3, 1967, as amended by T.D.
7238, 37 FR 28741, Dec. 29, 1972; T.D. 7838, 47
FR 44250, Oct. 7, 1982; T.D. 8920, 66 FR 2171,
Jan. 10, 2001]

§ 301.6501(f)–1 Personal holding com-
pany tax.

If a corporation which is a personal
holding company for any taxable year
fails to file with its income tax return
for such year a schedule setting forth
the items of gross income described in
section 543(a) received by the corpora-
tion during such year, and the names
and addresses of the individuals who
owned, within the meaning of section
544, at any time during the last half of
such taxable year, more than 50 per-
cent in value of the outstanding capital
stock of the corporation, the personal
holding company tax for such year may
be assessed, or a proceeding in court
for the collection thereof may be begun
without assessment, at any time with-
in 6 years after the return for such year
was filed.

§ 301.6501(g)–1 Certain income tax re-
turns of corporations.

(a) Trusts or partnerships. If a tax-
payer determines in good faith that it
is a trust or partnership and files a re-
turn as such under subtitle A of the
Code, and if the taxpayer is later held
to be a corporation for the taxable year
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for which the return was filed, such re-
turn shall be deemed to be the return
of the corporation for the purpose of
section 6501.

(b) Exempt organizations. If a taxpayer
determines in good faith that it is an
exempt organization and files a return
as such under section 6033, and if the
taxpayer is later held to be a taxable
organization for the taxable year for
which the return was filed, such return
shall be deemed to be the return of the
organization for the purpose of section
6501.

(c) DISC. If a corporation determines
in good faith that it is a DISC (as de-
fined in section 992(a)(1)) for a taxable
year and files a return as such pursu-
ant to section 6011(c)(2), and if the cor-
poration is thereafter held to be a cor-
poration which is not a DISC for the
taxable year for which the return was
filed, then—

(1) Such return shall be deemed to be
the return of the corporation for the
purpose of section 6501.

(2) Such return if filed within the
time required by section 6072(b) for fil-
ing a DISC return shall be deemed to
be filed within the time required by
section 6072(b) for filing of a return by
a corporation which is not a DISC, and

(3) Interest on underpayment and
overpayments allowed by chapter 67 of
the Code and additions to the tax, addi-
tional amounts and assessable pen-
alties allowed by chapter 68 of the
Code, when determined by reference to
the time for filing of a return, shall be
determined by reference to the time re-
quired by section 6072(b) for filing of a
return by a DISC.

[32 FR 15241, Nov. 3, 1967, as amended by T.D.
7533, 43 FR 6604, Feb. 15, 1978]

§ 301.6501(h)–1 Net operating loss or
capital loss carrybacks.

In the case of a deficiency attrib-
utable to the application to the tax-
payer of a net operating loss or capital
loss carryback (including deficiencies
which may be assessed pursuant to the
provisions of section 6213(b)(2)), such
deficiency may be assessed at any time
before the expiration of the period
within which a deficiency for the tax-
able year of the net operating loss or
net capital loss which results in such
carryback may be assessed. In the case

of a deficiency attributable to the ap-
plication of a net operating loss
carryback, such deficiency may be as-
sessed within 18 months after the date
on which the taxpayer files in accord-
ance with section 172(b)(3) a copy of the
certification (with respect to such tax-
able year) issued under section 317 of
the Trade Expansion Act of 1962, if
later than the date prescribed by the
preceding sentence.

[T.D. 7301, 39 FR 974, Jan. 4, 1974]

§ 301.6501(i)–1 Foreign tax carrybacks;
taxable years beginning after De-
cember 31, 1957.

With respect to taxable years begin-
ning after December 31, 1957, a defi-
ciency attributable to the application
to the taxpayer of a carryback under
section 904(d) (relating to carryback
and carryover of excess foreign taxes),
may be assessed at any time before the
expiration of 1 year after the expira-
tion of the period within which a defi-
ciency may be assessed for the taxable
year of the excess taxes described in
section 904(d) which result in such
carryback.

§ 301.6501(j)–1 Investment credit
carryback; taxable years ending
after December 31, 1961.

With respect to taxable years ending
after December 31, 1961, a deficiency at-
tributable to the application to the
taxpayer of an investment credit
carryback may be assessed at any time
before the expiration of the period
within which a deficiency for the tax-
able year of the unused investment
credit which results in such carryback
may be assessed, or, with respect to
any portion of an investment credit
carryback from a taxable year attrib-
utable to a net operating loss or cap-
ital loss carryback from a subsequent
taxable year, at any time before the ex-
piration of the period within which a
deficiency for such subsequent taxable
year may be assessed. For purposes of
this section a deficiency shall include a
deficiency which may be assessed pur-
suant to the provisions of section
6213(b)(2), but only those arising with
respect to applications for tentative
carryback adjustments filed after No-
vember 2, 1966.

[T.D. 7301, 39 FR 975, Jan. 4, 1974]
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§ 301.6501(m)–1 Tentative carryback
adjustment assessment period.

(a) Period of limitation after tentative
carryback adjustment. (1) Under section
6501(m), in a case where an amount has
been applied, credited, or refunded
under section 6411, by reason of a net
operating loss carryback, a capital loss
carryback, an investment credit
carryback, or a work incentive pro-
gram credit carryback to a prior tax-
able year, the period described in sec-
tion 6501(a) of the Code for assessing a
deficiency for such prior taxable year
is extended to include the period de-
scribed in section 6501 (h), (j), or (o),
whichever is applicable; except that
the amount which may be assessed
solely by reason of section 6501(m) may
not exceed the amount so applied, cred-
ited, or refunded under section 6411, re-
duced by any amount which may be as-
sessed solely by reason of section 6501
(h), (j), or (o), as the case may be.

(2) The application of this paragraph
may be illustrated by the following ex-
ample:

Example. Assume that M Corporation,
which claims an unused investment credit of
$50,000 for the calendar year 1968, files an ap-
plication under section 6411 of the Code for
an adjustment of its tax for 1965, and re-
ceives a refund of $50,000 in 1969. In 1971, it is
determined that the amount of the unused
investment credit for 1968 is $30,000 rather
than $50,000. Moreover, it is determined that
M Corporation would have owed $40,000 of ad-
ditional tax for 1965 if it had properly re-
ported certain income which it failed to in-
clude in its 1965 return. Assuming that M
Corporation filed its 1968 return on March 15,
1969, and that the 3-year period described in
section 6501(a) has not been extended, the pe-
riod prescribed in section 6501(j) for assessing
the excessive amount refunded, $20,000 (i.e.,
$50,000, original amount refunded less $30,000,
correct amount of unused investment cred-
it), does not expire until March 15, 1972, and
$20,000 may be assessed on or before such
date under section 6501(j). Under section
6501(m), M Corporation may be assessed on
or before March 15, 1972, an amount not in
excess of $30,000 ($50,000, the amount re-
funded under section 6411, minus $20,000, the
amount which may be assessed solely by rea-
son of section 6501 (j)).

(b) Effective date. The provisions of
paragraph (a) of this section apply only
with respect to applications under sec-
tion 6411 filed after November 2, 1966.

[T.D. 7301, 39 FR 975, Jan. 4, 1974]

§ 301.6501(n)–1 Special rules for chap-
ter 42 and similar taxes.

(a) Return filed by private foundation,
plan, trust, or other organization. (1) A
return filed by a private foundation,
plan, trust, or other organization (as
the case may be) with respect to any
act giving rise to a tax imposed by
chapter 42 (other than a tax imposed by
section 4940), or by section 4975 shall be
considered, for purposes of section 6501,
to be the return of all persons required
to file a return with respect to any
such tax arising from such act, not-
withstanding that all such persons
have not signed the return. In the case
of a private foundation that files a
Form 990–PF (or a Form 5227 in the
case of a nonexempt foundation de-
scribed in section 4947(a)(2)), which
contains questions with respect to such
taxes, the filing of such form by such
foundation shall constitute the filing
of a return with respect to any such
act, even though the foundation incor-
rectly answered such questions.

(2) For purposes of section 4940, the
return referred to in this section is the
return filed by the private foundation
for the taxable year for which the tax
is imposed.

(b) Failure of private foundation plan,
trust, or other organization to file. The
period of limitations on assessment
and collection described in section 6501
does not begin with respect to any per-
son liable for tax under chapter 42
(other than section 4940) or section 4975
arising from a given act, where the pri-
vate foundation, plan, trust, or other
organization (as the case may be) has
not filed its required return that re-
ports such act for the year in which the
act (or failure to act) giving rise to li-
ability for such tax occurred.

(c) Example. The provision of this sec-
tion may be illustrated by the fol-
lowing example:

Example. In 1973, D, an individual taxpayer
who was a disqualified person under the pro-
visions of section 4946(a)(1), participated in
an act of self-dealing with a private founda-
tion and incurred a tax under section
4941(a)(1). On May 15, 1974, the private foun-
dation files a Form 990–PF and answers all
the questions thereon with regard to any
acts of self-dealing (as defined in section
4941(d)) in which it may have engaged in 1973.
Assuming that the foundation’s return was
not a false or fraudulent return nor made
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with the willful attempt to defeat tax, the
period of limitations on assessment and col-
lection under section 6501(a) shall start with
respect to any tax under section 4941(a) or
section 4941(b) imposed on D arising out of
that transaction with such foundation.

[T.D. 7838, 47 FR 44251, Oct. 7, 1982, as amend-
ed by T.D. 8920, 66 FR 2171, Jan. 10, 2001]

§ 301.6501(n)–2 Certain contributions
to section 501(c)(3) organizations.

If a private foundation makes a con-
tribution to a section 501(c)(3) organi-
zation as provided in section 4942(g)(3),
and a deficiency of tax of such founda-
tion occurs due to the failure of the
section 501(c)(3) organization to make
the distribution prescribed by section
4942(g)(3), then such deficiency may be
assessed within one year after the expi-
ration of the period within which a de-
ficiency may be assessed for the tax-
able year with respect to which the
contribution was made.

[T.D. 7838, 47 FR 44251, Oct. 7, 1982]

§ 301.6501(n)–3 Certain set-asides de-
scribed in section 4942(g)(2).

Where a deficiency of tax of a private
foundation results from the failure of
an amount set aside by such founda-
tion for a specific project to be treated
as a qualifying distribution under sec-
tion 4942(g)(2)(B)(ii)(II), such deficiency
may be assessed within two years after
the expiration of the period within
which a deficiency may be assessed for
the taxable year to which the amount
set aside relates.

[T.D. 7838, 47 FR 44251, Oct. 7, 1982]

§ 301.6501(o)–1 Work incentive pro-
gram credit carrybacks, taxable
years beginning after December 31,
1971.

With respect to taxable years begin-
ning after December 31, 1971, a defi-
ciency attributable to the application
to the taxpayer of a work incentive
program credit carryback (including
deficiencies which may be assessed pur-
suant to the provisions of section
6213(b)(2) ) may be assessed at any time
before the expiration of the period
within which a deficiency for the tax-
able year of the unused work incentive
program credit which results in such
carryback may be assessed, or, with re-
spect to any portion of a work incen-

tive program credit carryback from a
taxable year attributable to a net oper-
ating loss or capital loss carryback
from a subsequent taxable year, at any
time before the expiration of the period
within which a deficiency for such sub-
sequent taxable year may be assessed.

[T.D. 7301, 39 FR 975, Jan. 4, 1974]

§ 301.6501(o)–2 Special rules for part-
nership items of federally reg-
istered partnerships.

(a) In general. In the case of any tax
imposed by subtitle A with respect to
any person, the period for assessing a
deficiency attributable to any partner-
ship item of a federally registered part-
nership shall not expire before the
later of—

(1) The date which is 4 years after the
date on which the return of the feder-
ally registered partnership for the
partnership taxable year in which the
item arose is filed (or, if later, the date
prescribed for filing the return), or

(2) If the name or address of the per-
son against whom the assessment is
sought does not appear on the return of
the federally registered partnership,
the date which is 1 year after the date
on which a satisfactory identifying
statement is furnished in writing to
the director of the service center with
which the partnership return is filed. A
satisfactory identifying statement is a
written statement providing the name,
address, and taxpayer identification
number of both the partner and the
partnership. The statement shall note
the partnership taxable year for which
the statement is furnished.

(b) ‘‘Pass through’’ entity as partner.
In the case of a partnership having a
‘‘pass through’’ entity (i.e., partner-
ship, electing small business corpora-
tion (as defined in section 1371(b)),
trust, estate, or nominee) as a partner,
the 1 year period described in para-
graph (a)(2) of this section shall not
begin with respect to the person to be
assessed until the chain of ownership
linking the taxpayer with the federally
registered partnership in which the
item originally arose is fully disclosed.

Example. Partnership U, a federally reg-
istered partnership, has two partners, Part-
nerships W and X. The partners of W are A
and B, who are individuals, and T, a trust
whose beneficiaries are individuals C and D.

VerDate 11<MAY>2000 13:30 May 01, 2001 Jkt 194096 PO 00000 Frm 00356 Fmt 8010 Sfmt 8010 Y:\SGML\194096T.XXX pfrm08 PsN: 194096T



357

Internal Revenue Service, Treasury § 301.6501(o)–2

The partners of X are E, an individual, and
Partnership Y whose partners are individuals
F, G, and H. U and X properly disclose the
identity of their partners. W, however, dis-
closes the identity of only A and B, and Y
discloses the identity of only F and G. The
period of limitation described in paragraph
(a) of this section for items attributable to U
does not expire with respect to T, C, D, and
H until one year after the chain of ownership
linking these taxpayers with U is fully dis-
closed.

(c) Federally registered partnership—(1)
In general. With respect to any partner-
ship taxable year, a federally reg-
istered partnership is any partner-
ship—

(i) Interests in which have been of-
fered for sale at any time during the
taxable year or a prior taxable year in
an offering required to be registered
with the Securities and Exchange Com-
mission, or

(ii) Which, at any time during the
taxable year or a prior taxable year,
was subject to the annual reporting re-
quirements of the Securities and Ex-
change Commission which relate to the
protection of investors in the partner-
ship.
For purposes of the preceding sentence
an interest is ‘‘offered for sale’’ when it
is the subject of an ‘‘offer for sale’’ as
that term is used in section 2 of the Se-
curities Act of 1933 (15 U.S.C. 77b).

(2) Certain reporting requirements not
taken into account. A requirement to
file reports with the Securities and Ex-
change Commission for any purpose
other than to protect investors does
not cause the partnership to be treated
as a federally registered partnership.
For example, a brokerage firm orga-
nized as a partnership is not a federally
registered partnership merely because
it files reports required by the Commis-
sion for regulatory purposes.

(d) Extension by agreement—(1) In gen-
eral. Any general partner of a federally
registered partnership (or any other
person authorized by the partnership)
may, prior to the expiration of the lim-
itation period described in paragraph
(a) of this section, extend the period for
assessing a deficiency attributable to a
partnership item for any period of time
agreed upon in writing. The extension
shall become effective when the agree-
ment has been executed by the district
director or the service center director

and shall be binding on all persons
whose liability for tax imposed by sub-
title A is affected in whole or in part
by partnership items flowing from the
partnership.

(2) Authorization of other persons. The
partnership may authorize persons
other than the general partners to ex-
tend the period of limitation for assess-
ing a deficiency attributable to a part-
nership item. This authorization shall
be in writing, shall clearly identify the
person being authorized and the action
being authorized, and shall be signed
by all the general partners. The au-
thorization shall become effective
when filed with the district director
and shall remain in effect until a writ-
ten revocation signed as provided in
the preceding sentence is filed.

(3) Removing authority of general part-
ners. A partnership wishing to deny to
some or all of the general partners the
authority to execute an agreement ex-
tending the period of limitation for as-
sessment may do so by submitting a
written statement to that effect. The
statement shall either identify the
partners exclusively authorized to exe-
cute such an agreement or declare that
one or more named partners or all
partners lack the authority to execute
such an agreement. The statement
shall be signed by all the general part-
ners. The statement shall become ef-
fective when filed with the district di-
rector and shall remain in effect until
a statement revoking or superseding it
and signed as provided in the preceding
sentence is filed.

(e) Special period of limitation with re-
spect to carryback of net operating loss,
capital, loss, etc. The provisions of sec-
tion 6501(o) must also be taken into ac-
count in applying the various special
periods of limitation prescribed in sec-
tions 6501 (h), (i) and (j). Thus, to the
extent that a carryback is attributable
to a partnership item of a federally
registered partnership, the period for
assessing a deficiency attributable to
that carryback shall not expire before
the date determined under paragraph
(a) of this section with respect to the
partnership taxable year in which the
item arose.

(f) Otherwise applicable limitation pe-
riod. The special provisions of section
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6501(o) and this section do not termi-
nate any otherwise applicable period
for assessing a deficiency. Thus, the
fact that more than 4 years have
elapsed since the filing of the partner-
ship return for the year in issue does
not prevent assessment against a part-
ner based on partnership items if an
otherwise applicable period of limita-
tion for the partner has not yet expired

Example. Partnership V files its return for
the taxable year ending December 31, 1980, on
April 15, 1981. A, a partner in Partnership V,
agrees to extend the assessment period for
A’s taxable year ending December 31, 1980,
until September 30, 1985. The partnership
does not agree to any extension under sec-
tion 6501(o)(3) so that the period for assessing
a deficiency attributable to partnership
items could expire on April 15, 1985. A defi-
ciency may be assessed against A for 1980 at
any time prior to October 1, 1985, even if that
deficiency is based on partnership items.

(g) Effective date. This section and
§ 301.6501(o)–3 are effective generally for
partnership items arising in partner-
ship taxable years beginning after De-
cember 31, 1978 and before September 4,
1982. This section shall not apply, how-
ever, to any partnership taxable year
with respect to which the amendments
made to Code section 6501(o) by section
402 of the Tax Equity and Fiscal Re-
sponsibility Act of 1982 are effective.
See section 407(a)(3) of that Act.

(Sec. 6501(o) (as it read before the enactment
of the Tax Equity and Fiscal Responsibility
Act of 1982) and 7805 of the Internal Revenue
Code of 1954 (92 Stat. 2818, 26 U.S.C. 6501(o);
68A Stat. 917, 26 U.S.C. 7805))

[T.D. 7884, 48 FR 16242, Apr. 15, 1983]

§ 301.6501(o)–3 Partnership items.

(a) Partnership item defined. For pur-
poses of section 6501(o) (as it read be-
fore the enactment of the Tax Equity
and Fiscal Responsibility Act of 1982),
§ 301.6501(o)–2, and § 301.6511(g)–1, the
term ‘‘partnership item’’ means—

(1) Any item required to be taken
into account for the partnership tax-
able year under any provision of sub-
chapter K of chapter 1 of the Code, to
the extent that the item is designated
in paragraph (b) of this section as more
appropriately determined at the part-
nership level than at the partner level,
and

(2) Any other item to the extent af-
fected by an item described in para-
graph (b) of this section.
The items described in paragraph (a)(2)
of this section include items related to
the partnership (for example, a part-
ner’s basis in the partnership interest)
as well as more general items whose
computation may be affected by
changes to items described in para-
graph (b) of this section (for example,
adjusted gross income, self-employ-
ment tax, income averaging, medical
deduction, and charitable contribution
deduction).

(b) Items more appropriately determined
at the partnership level. The following
items which are required to be taken
into account for the taxable year of a
partnership under subchapter K of
chapter 1 of the Code are more appro-
priately determined at the partnership
level than at the partner level:

(1) The partnership aggregate and
each partner’s share of each of the fol-
lowing:

(i) Items of income, gain, loss, deduc-
tion, or credit of the partnership;

(ii) Expenditures by the partnership
not deductible in computing its taxable
income (for example, foreign taxes and
charitable contributions);

(iii) Items of the partnership which
may be tax preference items under sec-
tion 57(a) for any partner;

(iv) Income of the partnership ex-
empt from tax;

(v) Partnership liabilities (including
determinations with respect to the
amount of the liabilities, whether the
liabilities are nonrecourse, and
changes from the preceding taxable
year); and

(vi) Other amounts with respect to
partnership investments, transactions,
and operations necessary to enable
partners to compute—

(A) The credit provided by section 38;
(B) Recapture under section 47 of the

credit provided by section 38,
(C) Their amounts at risk in any ac-

tivity to which section 465 applies, and
(D) The depletion allowance under

section 613A with respect to oil and gas
wells;

(2) Guaranteed payments;
(3) Optional adjustments to the basis

of partnership property pursuant to an
election under section 754 (including
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necessary preliminary determinations,
such as the determination of a trans-
feree partner’s basis in a partnership
interest); and

(4) To the extent that the determina-
tion can be made from determinations
that are necessary at the partnership
level with respect to an amount, the
character of an amount, or the percent-
age interest of a partner in the part-
nership for purposes of the partnership
books and records or for purposes of
furnishing information to a partner—

(i) Contributions to the partnership;
(ii) Distributions from the partner-

ship;
(iii) Amounts to be taken into ac-

count by a partner dealing with the
partnership in a transaction to which
section 707(a) applies (including the ap-
plication of section 707(b));

(iv) The application to the dis-
tributee partner of section 751(b); and

(v) The application to the transferor
partner of section 751(a).

(c) Illustrations. This paragraph (c) il-
lustrates the provisions of paragraph
(b)(4) of this section. The factors enu-
merated are not exhaustive; there may
be additional partnership-level deter-
minations with respect to a determina-
tion listed in paragraph (b)(4) of this
section.

(1) Contributions. For purposes of its
books and records, or for purposes of
furnishing information to a partner,
the partnership needs to determine:

(i) The character of an amount re-
ceived from a partner (for example,
whether it is a contribution, a loan, or
a repayment of a loan);

(ii) The amount of money contrib-
uted by a partner;

(iii) The applicability of the invest-
ment company rules of section 721(b)
with respect to a contribution; and

(iv) The basis to the partnership of
contributed property. To the extent
that a determination with respect to a
contribution can be made from these
and similar partnership-level deter-
minations, therefore, the determina-
tion is more appropriately made at the
partnership level. To the extent that
that determination requires other in-
formation, however, that determina-
tion is more appropriately made at the
partner level. For example, it may be
necessary to determine whether the

contribution of the property causes re-
capture from the contributing partner
of the credit provided under section 38
in certain circumstances in which that
determination is irrelevant to the part-
nership.

(2) Distribution. For purposes of its
books and records, or for purposes of
furnishing information to a partner,
the partnership needs to determine:

(i) The charter of an amount trans-
ferred to a partner (for example,
whether it is a distribution, a loan, or
a repayment of a loan);

(ii) The amount of money distributed
to a partner;

(iii) The adjusted basis to the part-
nership of distributed property; and

(iv) The character of partnership
property (for example, whether an item
is inventory or a capital asset). To the
extent that a determination with re-
spect to a distribution can be made
from these and similar partnership-
level determinations, therefore, the de-
termination is more appropriately
made at the partnership level. To the
extent that that determination re-
quires other information, however,
that determination is more appro-
priately made at the partnership level.
Such other information would include
certain factors used in determining the
partner’s basis for the partnership in-
terest, such as the amount that the
partner paid to acquire the partnership
interest from a transferor partner if
that transfer was not covered by an
election under section 754.

(3) Transactions to which section 707(a)
applies. For purposes of its books and
records, the partnership needs to deter-
mine:

(i) The amount transferred from the
partnership to a partner or from a
partner to the partnership in any
transaction to which section 707(a) ap-
plies;

(ii) The character of such an amount
(for example, whether or not it is a
loan; in the case of amounts paid over
time for the purchase of an asset, what
portion is interest); and

(iii) The percentage of the capital in-
terests and profits interests in the
partnership owned by each partner.
To the extent that a determination
with respect to a transaction to which
section 707(a) applies can be made from
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these and similar partnership-level de-
terminations, therefore, that deter-
mination is more appropriately made
at the partnership level. To the extent
that the determination requires other
information, however, that determina-
tion is more appropriately made at the
partner level. Examples of such other
information are the cost to the partner
of goods sold to the partnership and
the extent to which the partner may be
treated under section 267(c) as the con-
structive owner of a capital or profits
interest actually owned by another.

(4) Application of section 751. For pur-
poses of its books and records, or for
purposes of furnishing information to a
partner for use in applying section 751,
the partnership needs to determine:

(i) The fair market value and ad-
justed basis of the partnership’s—

(A) Unrealized receivables (within
the meaning of section 751(c)),

(B) Substantially appreciated inven-
tory (within the meaning of section
751(d)), and

(C) Other property;
(ii) A partner’s share of each of the

classes of assets described in paragraph
(c)(3)(i) of this section; and

(iii) Whether a distribution to a part-
ner is a disproportionate distribution
subject to section 751(b).
To the extent that a determination
with respect to the application of sec-
tion 751 can be made from these and
similar partnership-level determina-
tions, therefore, that determination is
more appropriately made at the part-
nership level. To the extent that the
determination requires other informa-
tion, however, that determination is
more appropriately made at the part-
ner level. An example of such other in-
formation is the amount realized by a
partner on the sale of a partnership in-
terest.

(Sec. 6501(o) (as it read before the enactment
of the Tax Equity and Fiscal Responsibility
Act of 1982) and 7805 of the Internal Revenue
Code of 1954 (92 Stat. 2818, 26 U.S.C. 6501(o);
68A Stat. 917, 26 U.S.C. 7805))

[T.D. 7884, 48 FR 16243, Apr. 15, 1983]

§ 301.6502–1 Collection after assess-
ment.

(a) Length of period—(1) General rule.
In any case in which a tax has been as-
sessed within the statutory period of

limitation properly applicable thereto,
a proceeding in court to collect such
tax may be begun, or levy for the col-
lection of such tax may be made, with-
in 10 years after the assessment there-
of.

(2) Extension by agreement. (i) The 10-
year period of limitation on collection
after assessment of any tax may, prior
to the expiration thereof, be extended
for any period of time agreed upon in
writing by the taxpayer and the dis-
trict director. The extension shall be-
come effective upon execution of the
agreement by both the taxpayer and
the district director.

(ii) The period of limitation on col-
lection after assessment of any tax (in-
cluding any extension of such period)
may be extended after the expiration
thereof if there has been a levy on any
part of the taxpayer’s property prior to
such expiration and if the extension is
agreed upon in writing prior to a re-
lease of the levy under the provisions
of section 6343. An extension under this
subdivision has the same effect as an
agreement made prior to the expiration
of the period of limitation on collec-
tion after assessment, and during the
period of the extension collection may
be enforced as to all property or rights
to property owned by the taxpayer
whether or not seized under the levy
which was released.

(iii) Any period agreed upon under
the provisions of this subparagraph
may be extended by subsequent agree-
ments in writing made before the expi-
ration of the period previously agreed
upon.

(3) If a proceeding in court for the
collection of a tax is begun within the
period provided in paragraph (a)(1) of
this section (or within any extended
period as provided in paragraph (a)(2)
of this section), the period during
which the tax may be collected by levy
is extended until the liability for the
tax or a judgment against the taxpayer
arising from the liability is satisfied or
becomes unenforceable.

(b) Date when levy is considered made.
The date on which a levy on property
or rights to property is made is the
date on which the notice of seizure pro-
vided in section 6335(a) is given.

(c) Effective dates. (1) Paragraph (a)(1)
of this section shall apply to—
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(i) Taxes assessed after November 5,
1990; and

(ii) Taxes assessed on or before No-
vember 5, 1990, if the period prescribed
in section 6502 of the Internal Revenue
Code of 1986 (determined without re-
gard to the amendments made by the
Omnibus Budget Reconciliation Act of
1990) for the collection of such taxes
has not expired as of such date.

(2) Paragraph (a)(3) of this section
shall apply to levies issued after No-
vember 10, 1988.

[32 FR 15241, Nov. 3, 1967, as amended by T.D.
8391, 57 FR 4938, Feb. 11, 1992; 57 FR 10290,
Mar. 25, 1992]

§ 301.6503(a)–1 Suspension of running
of period of limitation; issuance of
statutory notice of deficiency.

(a) General rule. (1) Upon the mailing
of a notice of deficiency for income, es-
tate, gift, chapter 41, 42, 43, or 44 tax
under the provisions of section 6212,
the period of limitation on assessment
and collection of any deficiency is sus-
pended for 90 days after the mailing of
a notice of such deficiency if the notice
of deficiency is addressed to a person
within the States of the Union and the
District of Columbia, or 150 days if
such notice of deficiency is addressed
to a person outside the States of the
Union and the District of Columbia
(not counting Saturday, Sunday, or a
legal holiday in the District of Colum-
bia as the 90th or 150th day), plus an
additional 60 days thereafter in either
case. If a proceeding in respect of the
deficiency is placed on the docket of
the Tax Court, the period of limitation
is suspended until the decision of the
Tax Court becomes final, and for an ad-
ditional 60 days thereafter. If a notice
of deficiency is mailed to a taxpayer
within the period of limitation and the
taxpayer does not appeal therefrom to
the Tax Court, the notice of deficiency
so given does not suspend the running
of the period of limitation with respect
to any additional deficiency shown to
be due in a subsequent deficiency no-
tice.

(2) This paragraph may be illustrated
by the following example:

Example. A taxpayer filed a return for the
calendar year 1973 on April 15, 1974; the no-
tice of deficiency was mailed to him (at an
address within the United States) on April

15, 1977; and he filed a petition with the Tax
Court on July 14, 1977. The decision of the
Tax Court became final on November 6, 1978.
The running of the period of limitation for
assessment is suspended from April 15, 1977,
to January 5, 1979, which date is 60 days after
the date (November 6, 1978), on which the de-
cision became final. If in this example the
taxpayer had failed to file a petition with
the Tax Court, the running of the period of
limitation for assessment would then be sus-
pended from April 15, 1977 (the date of no-
tice), to September 12, 1977 (that is, for the
90-day period in which he could file a peti-
tion with the Tax Court, and for 60 days
thereafter).

(3) For provisions relating to suspen-
sion of the running of the period of lim-
itation with respect to collection of
‘‘second tier’’ excise taxes (as defined
in section 4963) until final resolution of
a refund proceeding described in sec-
tions 4961 and 7422 for the determina-
tion of the taxpayer’s liability for the
second tier taxes, see § 53.4961–2 (e)(4).

(b) Corporations joining in consolidated
return. If a notice under section 6212(a)
with respect to a deficiency in tax im-
posed by subtitle A of the Code for any
taxable year is mailed to a corporation,
the suspension of the running of the pe-
riod of limitation provided in section
6503(a)(1) shall apply in the case of cor-
porations with which such corporation
made a consolidated income tax return
for such taxable year. Under § 1.1502–
77(a) of this chapter (Income Tax Regu-
lations), relating to consolidated re-
turns, notices of deficiency are mailed
only to the common parent.

[32 FR 15241, Nov. 3, 1967, as amended by T.D.
7244, 37 FR 28898, Dec. 30, 1972; T.D. 7838, 47
FR 44251, Oct. 7, 1982; T.D. 8084, 51 FR 16305,
May 2, 1986]

§ 301.6503(b)–1 Suspension of running
of period of limitation; assets of tax-
payer in control or custody of
court.

Where all or substantially all of the
assets of a taxpayer are in the control
or custody of the court in any pro-
ceeding before any court of the United
States, or of any State of the United
States, or of the District of Columbia,
the period of limitations on collection
after assessment prescribed in section
6502 is suspended with respect to the
outstanding amount due on the assess-
ment for the period such assets are in
the control or custody of the court, and
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for 6 months thereafter. In the case of
an estate of a decedent or an incom-
petent, the period of limitations on col-
lection is suspended only for periods
beginning after November 2, 1966, dur-
ing which assets are in the control or
custody of a court, and for 6 months
thereafter.

[T.D. 7121, 36 FR 10782, June 3, 1971]

§ 301.6503(c)–1 Suspension of running
of period of limitation; location of
property outside the United States
or removal of property from the
United States; taxpayer outside of
United States.

(a) Property located outside, or removed
from, the United States prior to November
3, 1966. The running of the period of
limitations on collection after assess-
ment prescribed in section 6502 is sus-
pended for the period of time, prior to
November 3, 1966, that collection is
hindered or delayed because property
of the taxpayer is situated or held out-
side the United States or is removed
from the United States. The total sus-
pension of time under this provision
shall not in the aggregate exceed 6
years. In any case in which the district
director determines that collection is
so hindered or delayed, he shall make
and retain in the files of his office a
written report which shall identify the
taxpayer and the tax liability, shall
show what steps were taken to collect
the tax liability, shall state the
grounds for his determination that
property of the taxpayer is situated or
held outside, or is removed from, the
United States, and shall show the date
on which it was first determined that
collection was so hindered or delayed.
The term ‘‘property’’ includes all prop-
erty or rights to property, real or per-
sonal, tangible or intangible, belonging
to the taxpayer. The suspension of the
running of the period of limitations on
collection shall be considered to begin
on the date so determined by the dis-
trict director. A copy of the report
shall be mailed to the taxpayer at his
last known address. For further guid-
ance regarding the definition of last
known address, see § 301.6212–2.

(b) Taxpayer outside United States after
November 2, 1966. The running of the pe-
riod of limitations on collection after
assessment prescribed in section 6502

(relating to collection after assess-
ment) is suspended for the period after
November 2, 1966, during which the tax-
payer is absent from the United States
if such period is a continuous period of
absence from the United States extend-
ing for 6 months or more. In a case
where the running of the period of limi-
tations has been suspended under the
first sentence of this paragraph and at
the time of the taxpayer’s return to
the United States the period of limita-
tions would expire before the expira-
tion of 6 months from the date of his
return, the period of limitations shall
not expire until after 6 months from
the date of the taxpayer’s return. The
taxpayer will be deemed to be absent
from the United States for purposes of
this section if he is generally and sub-
stantially absent from the United
States, even though he makes casual
temporary visits during the period.

[T.D. 7121, 36 FR 10782, June 3, 1971, as
amended by T.D. 8939, 66 FR 2821, Jan. 12,
2001]

§ 301.6503(d)–1 Suspension of running
of period of limitation; extension of
time for payment of estate tax.

Where an estate is granted an exten-
sion of time as provided in section 6161
(a)(2) or (b)(2), or under the provisions
of section 6166, for payment of any es-
tate tax, the running of the period of
limitations for collection of such tax is
suspended for the period of time for
which the extension is granted.

§ 301.6503(e)–1 Suspension of running
of period of limitation; certain pow-
ers of appointment.

Where the estate of a decedent is al-
lowed an estate tax charitable deduc-
tion under the provisions of section
2055(b)(2) (with respect to property over
which the decedent’s surviving spouse
was given a power of appointment exer-
cisable in favor of charitable organiza-
tions) subject to the later disallowance
of the deduction if all conditions set
forth in section 2055(b)(2) are not com-
plied with, the running of the period of
limitation for assessment or collection
of any estate tax imposed on the dece-
dent’s estate is suspended until 30 days
after the expiration of the period for
assessment or collection of the estate
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tax imposed on the estate of the dece-
dent’s surviving spouse.

§ 301.6503(f)–1 Suspension of running
of period of limitation; wrongful
seizure of property of third party.

The running of the period of limita-
tions on collection after assessment
prescribed in section 6502 (relating to
collection after assessment) shall be
suspended for a period equal to a period
beginning on the date property (includ-
ing money) is wrongfully seized or re-
ceived by a district director and ending
on the date 30 days after the date on
which the district director returns the
property pursuant to section 6343(b)
(relating to authority to return prop-
erty) or the date 30 days after the date
on which a judgment secured pursuant
to section 7426 (relating to civil actions
by persons other than taxpayers) with
respect to such property becomes final.
The running of the period of limita-
tions on collection after assessment
shall be suspended under this section
only with respect to the amount of
such assessment which is equal to the
amount of money or the value of spe-
cific property returned. This section
applies in the case of property wrong-
fully seized or received after November
2, 1966.

Example. On June 1, 1968 (at which time 10
months remain before the period of limita-
tions on collection after assessment will ex-
pire), the district director wrongfully seizes
$1,000 in B’s account in Bank X and properly
seizes $500 in taxpayer A’s account in Bank Y
in an attempt to satisfy A’s assessed tax li-
ability of $1,500. The district director deter-
mines that the $1,000 seized in Bank X was
not the property of taxpayer A and, on
March 1, 1969, he returns the $1,000 to B. As
a result of the wrongful seizure, the running
of the period of limitations on collection
after assessment of the amount owed by tax-
payer A is suspended for the 9-month period
(beginning June 1, 1968, when the money was
wrongfully seized and ending March 1, 1969,
when the money was returned to B), plus 30
days. Therefore, the period of limitations on
collection after assessment prescribed in sec-
tion 6502 will not expire until February 1,
1970, which is 10 months plus 30 days after
the money was returned.

[T.D. 7121, 36 FR 10783, June 3, 1971. Redesig-
nated by T.D. 7838, 47 FR 44252, Oct. 7, 1982]

§ 301.6503(g)–1 Suspension pending
correction.

The running of the periods of limita-
tions provided in sections 6501 and 6502
on the making of assessments, the col-
lection by levy, or a proceeding in
court in respect of any tax imposed by
chapter 42 or section 507, 4971, or 4975
shall be suspended for any period de-
scribed in section 507(g)(2) or during
which the Commissioner has extended
the time for making correction under
section 4963(e)(1)(B).

[T.D. 7838, 47 FR 44252, Oct. 7, 1982, as amend-
ed by T.D. 8084, 51 FR 16305, May 2, 1986]

LIMITATIONS ON CREDIT OR REFUND

§ 301.6511(a)–1 Period of limitation on
filing claim.

(a) In the case of any tax (other than
a tax payable by stamp):

(1) If a return is filed, a claim for
credit or refund of an overpayment
must be filed by the taxpayer within 3
years from the time the return was
filed or within 2 years from the time
the tax was paid, whichever of such pe-
riods expires the later.

(2) If no return is filed, the claim for
credit or refund of an overpayment
must be filed by the taxpayer within 2
years from the time the tax was paid.

(b) In the case of any tax payable by
means of a stamp, a claim for credit or
refund of an overpayment of such tax
must be filed by the taxpayer within 3
years from the time the tax was paid.
For provisions relating to redemption
of unsued stamps, see section 6805.

(c) For limitations on allowance of
credit or refund, special rules, and ex-
ceptions, see subsections (b) through
(e) of section 6511. For limitations in
the case of a petition to the Tax Court,
see section 6512. For rules as to time
return is deemed filed and tax consid-
ered paid, see section 6513.

§ 301.6511(b)–1 Limitations on allow-
ance of credits and refunds.

(a) Effect of filing claim. Unless a
claim for credit or refund of an over-
payment is filed within the period of
limitation prescribed in section 6511(a),
no credit or refund shall be allowed or
made after the expiration of such pe-
riod.
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