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§1.1313(a)-2

court becomes final upon the expira-
tion of the time allowed for taking an
appeal, if no such appeal is duly taken
within such time; and a judgment of
the United States Court of Claims be-
comes final upon the expiration of the
time allowed for filing a petition for
certiorari if no such petition is duly
filed within such time.

[T.D. 6500, 25 FR 12036, Nov. 26, 1960]

§1.1313(a)-2 Closing agreement as a
determination.

A determination may take the form
of a closing agreement authorized by
section 7121. Such an agreement may
relate to the total tax liability of the
taxpayer for a particular taxable year
or years or to one or more separate
items affecting such liability. A clos-
ing agreement becomes final for the
purpose of this section on the date of
its approval by the Commissioner.

[T.D. 6500, 25 FR 12036, Nov. 26, 1960]

§1.1313(a)-3 Final disposition of claim
for refund as a determination.

(a) In general. A determination may
take the form of a final disposition of
a claim for refund. Such disposition
may result in a determination with re-
spect to two classes of items, i.e., items
included by the taxpayer in a claim for
refund and items applied by the Com-
missioner to offset the alleged overpay-
ment. The time at which a disposition
in respect of a particular item becomes
final may depend not only upon what
action is taken with respect to that
item but also upon whether the claim
for refund is allowed or disallowed.

(b) Items with respect to which the tax-
payer’s claim is allowed. (1) The disposi-
tion with respect to an item as to
which the taxpayer’s contention in the
claim for refund is sustained becomes
final on the date of allowance of the re-
fund or credit if:

(i) The taxpayer’s claim for refund is
unqualifiedly allowed; or

(ii) The taxpayer’s contention with
respect to an item is sustained and
with respect to other items is denied,
so that the net result is an allowance
of refund or credit; or

(iii) The taxpayer’s contention with
respect to an item is sustained, but the
Commissioner applies other items to
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offset the amount of the alleged over-
payment and the items so applied do
not completely offset such amount but
merely reduce it so that the net result
is an allowance of refund or credit.

(2) If the taxpayer’s contention in the
claim for refund with respect to an
item is sustained but the Commis-
sioner applies other items to offset the
amount of the alleged overpayment so
that the net result is a disallowance of
the claim for refund, the date of mail-
ing, by registered mail, of the notice of
disallowance (see section 6532) is the
date of the final disposition as to the
item with respect to which the tax-
payer’s contention is sustained.

(c) Items with respect to which the tax-
payer’s claim is disallowed. The disposi-
tion with respect to an item as to
which the taxpayer’s contention in the
claim for refund is denied becomes
final upon the expiration of the time
allowed by section 6532 for instituting
suit on the claim for refund, unless the
suit is instituted prior to the expira-
tion of such period, if:

(1) The taxpayer’s claim for refund is
unqualifiedly disallowed; or

(2) The taxpayer’s contention with
respect to an item is denied and with
respect to other items is sustained so
that the net result is an allowance of
refund or credit; or

(3) The taxpayer’s contention with
respect to an item is sustained in part
and denied in part. For example, as-
sume that the taxpayer claimed a de-
ductible loss of $10,000 and a con-
sequent overpayment of $2,500 and the
Commissioner concedes that a deduct-
ible loss was sustained, but only in the
amount of $5,000. The disposition of the
claim for refund with respect to the al-
lowance of the $5,000 and the disallow-
ance of the remaining $5,000 becomes
final upon the expiration of the time
for instituting suit on the claim for re-
fund unless suit is instituted prior to
the expiration of such period.

(d) Items applied by the Commissioner
in reduction of the refund or credit. If the
Commissioner applies an item in reduc-
tion of the overpayment alleged in the
claim for refund, and the net result is
an allowance of refund or credit, the
disposition with respect to the item so
applied by the Commissioner becomes
final upon the expiration of the time
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allowed by section 6532 for instituting
suit on the claim for refund, unless suit
is instituted prior to the expiration of
such period. If such application of the
item results in the assertion of a defi-
ciency, such action does not constitute
a final disposition of a claim for refund
within the meaning of §1.1313(a)-3, but
subsequent action taken with respect
to such deficiency may result in a de-
termination under §§1.1313(a)-1,
1.1313(a)-2, or 1.1313(a)-4.

(e) Elimination of waiting period. The
necessity of waiting for the expiration
of the 2-year period of limitations pro-
vided in section 6532 may be avoided in
such cases as are described in para-
graph (c¢) or (d) of this section by the
use of a closing agreement (see
§1.1313(a)-2) or agreement under
§1.1313(a)-4 to effect a determination.

[T.D. 6500, 25 FR 12036, Nov. 26, 1960]

§1.1313(a)-4 Agreement pursuant to
section 1313(a)(4) as a determina-
tion.

(a) In general. (1) A determination
may take the form of an agreement
made pursuant to this section. This
section is intended to provide an expe-
ditious method for obtaining an adjust-
ment under section 1311 and for offset-
ting deficiencies and refunds whenever
possible. The provisions of part II (sec-
tion 1311 and following), subchapter Q,
chapter 1 of the Code, must be strictly
complied with in any such agreement.

(2) An agreement made pursuant to
this section will not, in itself, establish
the tax liability for the open taxable
year to which it relates, but it will
state the amount of the tax, as then
determined, for such open year. The
tax may be the amount of tax shown on
the return as filed by the taxpayer, but
if any changes in the amount have been
made, or if any are being made by doc-
uments executed concurrently with the
execution of said agreement, such
changes must be taken into account.
For example, an agreement pursuant to
this section may be executed concur-
rently with the execution of a waiver
of restrictions on assessment and col-
lection of a deficiency or acceptance of
an overassessment with respect to the
open taxable year, or concurrently
with the execution and filing of a stip-
ulation in a proceeding before the Tax

§1.1313(a)4

Court of the United States, where an
item which is to be the subject of an
adjustment under section 1311 is dis-
posed of by the stipulation and is not
left for determination by the court.

(b) Contents of agreement. An agree-
ment made pursuant to this section
shall be so designated in the heading of
the agreement, and it shall contain the
following:

(1) A statement of the amount of the
tax determined for the open taxable
year to which the agreement relates,
and if said liability is established or al-
tered by a document executed concur-
rently with the execution of the agree-
ment, a reference to said document.

(2) A concise statement of the mate-
rial facts with respect to the item that
was the subject of the error in the
closed taxable year or years, and a
statement of the manner in which such
item was treated in computing the tax
liability set forth pursuant to subpara-
graph (1) of this paragraph.

(3) A statement as to the amount of
the adjustment ascertained pursuant
to §1.1314(a)-1 for the taxable year with
respect to which the error was made
and, where applicable, a statement as
to the amount of the adjustment or ad-
justments ascertained pursuant to
§1.1314(a)-2 with respect to any other
taxable year or years; and

(4) A waiver of restrictions on assess-
ment and collection of any deficiencies
set forth pursuant to subparagraph 3 of
this paragraph.

(c) Execution and effect of agreement.
An agreement made pursuant to this
section shall be signed by the taxpayer
with respect to whom the determina-
tion is made, or on the taxpayer’s be-
half by an agent or attorney acting
pursuant to a power of attorney on file
with the Internal Revenue Service. If
an adjustment is to be made in a case
of a related taxpayer, the agreement
shall be signed also by the related tax-
payer, or on the related taxpayer’s be-
half by an agent or attorney acting
pursuant to a power of attorney on file
with the Internal Revenue Service. It
may be signed on behalf of the Com-
missioner by the district director, or
such other person as is authorized by
the Commissioner. When duly exe-
cuted, such agreement will constitute
the authority for an allowance of any
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