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MITIGATION OF EFFECT OF PERIOD OF 
LIMITATIONS 

§ 301.6521–1 Mitigation of effect of lim-
itation in case of related employee 
social security tax and self-employ-
ment tax. 

(a) Section 6521 may be applied in the 
correction of a certain type of error in-
volving both the tax on self-employ-
ment income under section 1401 and the 
employee tax under section 3101 if the 
correction of the error as to one tax is, 
on the date the correction is author-
ized, prevented in whole or in part by 
the operation of any law or rule of law 
other than section 7122, relating to 
compromises. Examples of such law are 
sections 6212(c), 6401(a), 6501, 6511, 
6512(a), 6514, 6532, 6901 (c), (d) and (e), 
7121, and 7459(e). 

(b) If the liability for either tax with 
respect to which the error was made 
has been compromised under section 
7122, the provisions of section 6521 lim-
iting the correction with respect to the 
other tax do not apply. 

(c) Section 6521 is not applicable if, 
on the date of the authorization, cor-
rection of the effect of the error is per-
missible as to both taxes without re-
course to such section. 

(d) If, because an amount of wages, as 
defined in section 3121(a), is erro-
neously treated as self-employment in-
come, as defined in section 1402(b), or 
an amount of self-employment income 
is erroneously treated as wages, it is 
necessary in correcting the error to as-
sess the correct tax and give a credit or 
refund for the amount of the tax erro-
neously paid, and if either, but not 
both, of such adjustments is prevented 
by any law or rule of law (other than 
section 7122), the amount of the assess-
ment, or the amount of the credit or 
refund, authorized shall reflect the ad-
justment which would be made in re-
spect of the other tax (either the tax 
on self-employment income under sec-
tion 1401 or the employee tax under 
section 3101) but for the operation of 
such law or rule of law. For example, 
assume that during 1955 A paid $10 as 
tax on an amount erroneously treated 
as ‘‘wages’’, when such amount was ac-
tually self-employment income, and 
that credit or refund of the $10 is not 
barred. A should have paid a self-em-

ployment tax of $15 on the amount. If 
the assessment of the correct tax, that 
is, $15, is barred by the statute of limi-
tations, no credit or refund of the $10 
shall be made without offsetting 
against such $10 the $15, assessment of 
which is barred. Thus, no credit or re-
fund in respect of the $10 can be made. 

(e) As another example, assume that 
during 1955 a taxpayer reports wages of 
$4,200 and net earnings from self-em-
ployment of $900. By reason of the limi-
tations of section 1402(b) he shows no 
self-employment income. Assume fur-
ther that by reason of a final decision 
by the Tax Court of the United States, 
further adjustments to the taxpayer’s 
income tax liability are barred. The 
question of the amount of his wages, as 
defined in section 3121, was not in issue 
in the Tax Court litigation, but it is 
subsequently determined (within the 
period of limitations applicable under 
the Federal Insurance Contributions 
Act) that $700 of the $4,200 reported as 
wages was not for employment as de-
fined in section 3121(b). Therefore, the 
taxpayer is entitled to the allowance of 
a refund of the $14 tax paid on such re-
muneration under section 3101. The re-
duction of his wages from $4,200 to 
$3,500 would result in the determina-
tion of $700 self-employment income, 
the tax on which is $21 for the year. 
Under section 6521, the overpayment of 
$14 would be offset by the barred defi-
ciency of $21, thus eliminating the re-
fund otherwise allowable. If the facts 
were changed so that the taxpayer er-
roneously paid tax on self-employment 
income of $700, having been taxed on 
only $3,500 as wages, and within the pe-
riod of limitations applicable under the 
Federal Insurance Contributions Act, 
it is determined that his wages were 
$4,200, the tax of $14 under section 3101, 
otherwise collectible, would be elimi-
nated by offsetting under section 6521 
the barred overpayment of $21. The bal-
ance of the barred overpayment, $7, 
cannot be credited or refunded. 

(f) Another illustration of the oper-
ation of section 6521 is the case of a 
taxpayer who, for 1955, is erroneously 
taxed on $2,500 as wages, the tax on 
which is $50, and who reports no self- 
employment income. After the period 
of limitations has run on the refund of 
the tax under the Federal Insurance 
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Contributions Act, it is determined 
that the amount treated as wages 
should have been reported as net earn-
ings from self-employment. The tax-
payer’s self-employment income would 
then be $2,500 and the tax thereon 
would be $75. Assume that the period of 
limitations applicable to subtitle A of 
the Code has not expired, and that a 
notice of deficiency may properly be 
issued. Under section 6521, the amount 
of the deficiency of $75 must be reduced 
by the barred overpayment of $50. 

§ 301.6521–2 Law applicable in deter-
mination of error. 

The question of whether there was an 
erroneous treatment of self-employ-
ment income or of wages is determined 
under the provisions of law and regula-
tions applicable with respect to the 
year or other taxable period as to 
which the error was made. The fact 
that the error was in pursuance of an 
interpretation, either judicial or ad-
ministrative, accorded such provisions 
of law and regulations at the time the 
action involved was taken is not nec-
essarily determinative of this question. 
For example, if a later judicial decision 
authoritatively alters such interpreta-
tion so that such action is contrary to 
the applicable provisions of the law and 
regulations as later interpreted, the 
error comes within the scope of section 
6521. 

PERIODS OF LIMITATION IN JUDICIAL 
PROCEEDINGS 

§ 301.6532–1 Periods of limitation on 
suits by taxpayers. 

(a) No suit or proceeding under sec-
tion 7422(a) for the recovery of any in-
ternal revenue tax, penalty, or other 
sum shall be begun until whichever of 
the following first occurs: 

(1) The expiration of 6 months from 
the date of the filing of the claim for 
credit or refund, or 

(2) A decision is rendered on such 
claim prior to the expiration of 6 
months after the filing thereof. 
Except as provided in paragraph (b) of 
this section, no suit or proceeding for 
the recovery of any internal revenue 
tax, penalty, or other sum may be 
brought after the expiration of 2 years 
from the date of mailing by registered 

mail prior to September 3, 1958, or by 
either registered or certified mail on or 
after September 3, 1958, by a district di-
rector, a director of an internal rev-
enue service center, or an assistant re-
gional commissioner to a taxpayer of a 
notice of disallowance of the part of 
the claim to which the suit or pro-
ceeding relates. 

(b) The 2-year period described in 
paragraph (a) of this section may be ex-
tended if an agreement to extend the 
running of the period of limitations is 
executed. The agreement must be 
signed by the taxpayer or by an attor-
ney, agent, trustee, or other fiduciary 
on behalf of the taxpayer. If the agree-
ment is signed by a person other than 
the taxpayer, it shall be accompanied 
by an authenticated copy of the power 
of attorney or other legal evidence of 
the authority of such person to act on 
behalf of the taxpayer. If the taxpayer 
is a corporation, the agreement should 
be signed with the corporate name fol-
lowed by the signature of a duly au-
thorized officer of the corporation. The 
agreement will not be effective until 
signed by a district director, a director 
of an internal revenue service center, 
or an assistant regional commissioner. 

(c) The taxpayer may sign a waiver of 
the requirement that he be mailed a 
notice of disallowance. Such waiver is 
irrevocable and will commence the 
running of the 2-year period described 
in paragraph (a) of this section on the 
date the waiver is filed. The waiver 
shall set forth: 

(1) The type of tax and the taxable 
period covered by the taxpayer’s claim 
for refund; 

(2) The amount of the claim; 
(3) The amount of the claim dis-

allowed; 
(4) A statement that the taxpayer 

agrees the filing of the waiver will 
commence the running of the 2-year pe-
riod provided for in section 6532(a)(1) as 
if a notice of disallowance had been 
sent the taxpayer by either registered 
or certified mail. 

The filing of such a waiver prior to the 
expiration of 6 months from the date 
the claim was filed does not permit the 
filing of a suit for refund prior to the 
time specified in section 6532(a)(1) and 
paragraph (a) of this section. 
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