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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
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
65601 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; 656 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 pro-
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ceeding in court without assessment
for the collection of such tax shall be
begun, within 18 months after the re-
ceipt 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
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(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
a taxpayer omits from the gross in-
come stated in the return of a tax im-
posed by subtitle A of the Internal Rev-
enue Code an amount properly includ-
ible therein that is in excess of 25 per-
cent of the gross income so stated, the
tax may be assessed, or a proceeding in
court for the collection of that tax may
be begun without assessment, at any
time within 6 years after the return
was filed.

(ii) For purposes of paragraph (a)(1)(i)
of this section, the term gross income,
as it relates to a trade or business,
means the total of the amounts re-
ceived or accrued from the sale of
goods or services, to the extent re-
quired to be shown on the return, with-
out reduction for the cost of those
goods or services.

(iii) For purposes of paragraph
(a)(1)(i) of this section, the term gross
income, as it relates to any income
other than from the sale of goods or
services in a trade or business, has the
same meaning as provided under sec-
tion 61(a), and includes the total of the
amounts received or accrued, to the ex-
tent required to be shown on the re-
turn. In the case of amounts received
or accrued that relate to the disposi-
tion of property, and except as pro-
vided in paragraph (a)(1)(ii) of this sec-
tion, gross income means the excess of
the amount realized from the disposi-
tion of the property over the unre-
covered cost or other basis of the prop-
erty. Consequently, except as provided
in paragraph (a)(1)(ii) of this section,
an understated amount of gross income
resulting from an overstatement of un-
recovered cost or other basis con-
stitutes an omission from gross income
for purposes of section 6501(e)(1)(A)().

(iv) An amount shall not be consid-
ered as omitted from gross income if
information sufficient to apprise the
Commissioner of the nature and
amount of the item is disclosed in the
return, including any schedule or
statement attached to the return.

(2) [Reserved]
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(b) Estate and gift tares—(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 the gift tax re-
turn, an item or items properly includ-
ible therein the amount of which is in
excess of 25 percent of the gross estate
as stated in the estate tax return, or 25
percent of the total amount of the gifts
as stated in the gift tax return, the tax
may be assessed, or a proceeding in
court for the collection thereof may be
begun without assessment, at any time
within 6 years after the estate tax or
gift tax return, as applicable, was filed.

(2) For purposes of this paragraph (b),
an item disclosed in the return or in
any schedule or statement attached to
the return in a manner sufficient to ap-
prise the Commissioner 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 includible thereon,
which amount is in excess of 25 percent
of the amount of tax reported thereon,
the tax may be assessed or a pro-
ceeding 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 paragraphs (c)(2), (3), (4), and
(5) of this section.

(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 Commissioner of
the existence and nature of the expend-
iture, the three-year limitation on as-
sessment and collection described in
section 6501(a) shall apply with respect
to any tax under chapter 41 arising
from the expenditure. If a taxpayer
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