
Title 26-Internal Revenue

Part

CHAPTER i-Bureau of Internal Revenue, Department of the Treasury 300

CHAPTER i-The Tax Court of the United States .. ......... .. 701

Page 1



CHAPTER I-BUREAU OF INTERNAL REVENUE

DEPARTMENT OF THE TREASURY
Continued

SUBCHAPTER C-MISCELLANEOUS EXCISE TAXES (continued)

Part

300 Tax on white phosphorus matches.
301 Tax on filled cheese.
302 Excise tax on sale of pistols and revolvers.
305 Tax on playing cards.
306 Processing tax on certain oils.
310 Taxes on oleomargarine, adulterated butter, and process or renovated butter.
312 Tax on the manufacture of manufactured sugar.
314 Taxes on gasoline, lubricating oil, and matches.
315 Licensing under the Federal Firearms Act of manufacturers of. and dealers

in, firearms or ammunition.
316 Excise taxes on sales by the manufacturer.
317 Tax imposed by the act approved March 1, 1893, as amended, with respect

to certain hydraulic mining.
319 Taxes relating to machine guns and certain other firearms.
320 Retailers' excise taxes.
323 Special taxes with respect to coin-operated amusement and gaming devices,

bowling alleys, billiard tables and pool tables.

SUBCHAPTER D-EMPLOYMENT TAXES

402 Employees' tax and the employers' tax under the Federal Insurance Con-
tributions Act.

403 Excise tax on employers under the Federal Unemployment Tax Act.
405 Collection of income tax at source on or after January 1, 1945.
410 Employers' tax, employees' tax, and employee representatives' tax under the

Carriers Taxing Act of 1937 and subchapter B of chapter 9 of the Internal
Revenue Code.

Page 3



Title 26-Internal Revenue

SUBCHAPTER E-ADMINISTRATIVE PROVISIONS COMMON TO VARIOUS

TAXES

Part

450 Withdrawal of oleomargarine, filled cheese, playing cards, tobacco, snuff,
cigars, and cigarettes, from factories, free of tax, for the use of the United
States.

451 Exportation without payment of tax of tobacco manufactures, oleomar-
garine, adulterated butter, mixed flour, and playing cards; shipments to
possessions of the United States, and drawback on tobacco manufactures
and stills exported, or shipped to Puerto Rico or Philippine Islands.

452 Taxes under the Trading With the Enemy Act.

453 Release of Federal tax liens.

454 Resale of personal property obtained by Government under' distraint
proceedings.

455 Rewards for information leading to the detection and punishment of
persons violating internal revenue laws.

457 Restamping cases.

458 Inspection of returns.

459 Claims for payment of judgments against the United States.

462 Closing agreements.

464 Assessment and collection of taxes of insolvent banks and trust companies.

466 Seizure, forfeiture, and disposition of vessels, vehicles, and aircraft under
the act of August 9, 1939.

468 Seizures of vessels, vehicles, and aircraft in connection with. contraband
firearms covered by section 1 (b) (2), act of August 9, 1939.

471 Acceptance of Treasury notes in payment of income, estate, and gift taxes.

.472 Regulations under section 3804 of the Internal Revenue Code.

473 Period of limitations in case of related taxes under chapter 1 and chapter 2
of the Internal-Revenue Code.

474 Extensions of time for payment of taxes by corporations expecting carry-
backs, and tentative carry-back adjustments.

SUBCHAPTER F-RECORDS AND PROCEDURE

600 Records.
601 Procedure.

Page 4



Chapter I-Bureau of Internal Revenue

Part 300-Tax on White Phos-
phorus Matches

See.
300.2
300.3
300.4

300.5

300.6
300.7
300.8
300.9
300.10
300.11

300.12
300.13

White phosphorus matches defined.
Statements and samples.
Examination of samples by the Pub-

lic Health Service.
Investigations by the Public Health

Service.
Registry by manufacturer.
Duties of collectors.
Notice: Form 213.
Each factory numbered.
Manufacturer's sign.
Separate factories for taxable and

nontaxable matches.
Manufacturer's bond.
Inventory to be made at commence-

ment of business, onJuly 1 of each
year, and at the time of closing.

300.14 Packing and stamping of white
phosphorus matches.

300.15 Procurement of stamps.
300.16 Packages of durable material.
300.17 Importation and exportation , of

white phosphorus matches.
300.18 Factory number required on each

package.
300.19 Caution label.
300.20 Daily records: Form 662.
300.21 Monthly return: Form 660.
300.22 Bound copy of Form 660.
300.23 Record of customers.
300.24 Collector's statement: Form 661.
300.25 Penalties.

AUTHonrTy: §§ 300.2 to 300.25 issued under
53 Stat. 467; 26 U. S. C. 3791.

SouRcE: §§ 300.2 to 300.25 contained in
Regulation 32, May 10, 1913.

CRoss REFENcEs: For certificate of in-
spection and importer's declaration for white
phosphorus matches, see 19 CFR 12.34, 12.35.
For United States Public Health Service,
Department of the Treasury, see 42 CFR
Chapter I.

§ 300.2 White phosphorus matches
defined. (a) Section 2650, 1. R. C., defines
white phosphorus matches as follows:

For the purposes of this chapter thewords
"white phosphorus" shall be understood to
mean the common poisonous white or yellow
phosphorus used in the manufacture of
matches and not to include the nonpoisonous
forms or the nonpoisonous compounds of
white or yellow phosphorus.

(b) Under the definition of white phos-
phorus, matches made of the nonpoison-
ous forms or nonpoisonous compounds of
white or yellow phosphorus are not sub-
ject to tax, nor the manufacturers
thereof to the operations of the law.

§ 300.3 Statements and samples. For
the purposes of determining which man-

ufacturers of matches are subject to the
provisions of this act, every manufacturer
of matches will be required to file with
the collector of the district in which his
factory is located a statement, under
oath, setting forth the names of mate-
rials used in the matches produced by
him and to furnish samples of the mate-
rials named and of the finished product
to this office and to the Surgeon General
of the Public Health Service for examina-
tion. This shall be done whenever
deemed necessary by the Commissioner
of Internal Revenue and whenever a
manufacturer may make a change in his
process of manufacture.

§ 300.4 Examination o1 samples by
the Public Health Service. The Surgeon
General of the Public Health Service shall
cause to be examined in the Hygienic
Laboratory from time to time samples of
matches bought upon the open market, to
determine whether they contain poison-
ous white or yellow phosphorus, and he
shall report the result of such examina-
tions to the Commissioner of Internal
Revenue.

§ 300.5 Investigations by the Public
Health Service. (a) If white or yellow
phosphorus in any of its forms is used in
the production of matches by the manu-
facturer, the Surgeon General of the Pub-
lic Health Service shall cause to be made
a thorough examination of the factory
and materials entering into the produc-
tion of matches, and a physical exami-
nation of the persons employed In such
establishment, and he shall report his
findings in the matter to the Commis-
sioner of Internal Revenue.

(b) For the purpose of this Investiga-
tion and examination any duly author-
ized officer of the Public Health Service
shall have access to any match factory
while in operation.

§ 300.6 Registry by manufacturer.
Upon report of the findings of the Sur-
geon General, the collector of the district
wherein the factory is located will be no-
tifed whether the manufacturer is ex-
empt from the operations of the law, and,
if not, the manufacturer will be required
to register, file notice, bond, etc., as here-
inafter provided.

§ 300.7 Duties of collectors. The col-
lector will, upon notification by the com-
missioner that the manufacturer is sub-
ject to the provisions of the law, require
such manufacturer to register, file notice,
bond, and inventories and thereafter ren-
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der monthly returns as provided in sec-
tion 2 of the act.

§ 300.8 Notice: Form 213. After regis-
tration the manufacturer will file notice
in duplicate on Form 213.

§ 300.9 Each factory numbered. Upon
receipt of notice the collector will assign
to the manufacturer a factory number,
which applies to the manufactory, and
shall not thereafter be changed. In case
there is more than one manufacturer, or
a single manufacturer having more than
one factory in the same district, a sepa-
rate and consecutive number shall be
given each manufactory.

§ 300.10 Manufacturer's sign. The
manufacturer shall thereupon place over
the principal entrance to the building
in which the business is carried on a
sign with letters not less than 4 inches in
length and of sufficient width, painted or
gilded in colors so as to be easily dis-
cernible, giving the name and business
and number of factory after the follow-
ing form:

JOHN DOE,
Manufacturer of White Phosphorus Matches,

Factory No. 1.

§ 300.11 Separate factories for taxable
and nontaxable matches. If the manu-
facturer is also engaged in the produc-
tion of matches not taxable under the
act, the factory premises where the tax-
able and nontaxable matches are pro-
duced shall be entirely separate, or if
in the same building, separated by solid
walls or partitions, which shall extend
from floor to ceiling. The manufacture
of taxable and nontaxable matches on
the same premises and with the same
machinery is not permissible.

§ 300.12 Manufacturer's bond. (a) A
bond executed in duplicate on Form 214,
revised, must be rendered to the collector
by the manufacturer before commence-
ment of business, and the penal sum
thereof under section 2656, I. R. C., must
not be less than $1,000. The collector
should require the bond to be in a penal
sum of not less than any probable total
liability which might become a charge
against the bond, computed upon the
amount of the stamp tax due on the
entire production of matches at the full
estimated daily capacity of the factory
for a period of 30 days.

(b) This bond is a continuing one until
replaced by a new instrument. Where
there is a discontinuance of operation

for a period, a new bond will be required
upon resumption of business.

(c) Affidavits of sureties in duplicate
on Form 33, where personal sureties are
given, and on Form 400, where a fidelity
company acts as sole surety on the bond,
must in every case accompany the bond.

(d) The instructions for preparation
or execution of bonds and affidavits of
surety on the backs of these forms should
be carefully observed.

§ 300.13 Inventory to be made at com-
mencement of business, on July 1 of each
year, and at the time of closing. After
registration, filing of notices and bonds
as hereinbefore specified, every manu-
facturer of white phosphorus matches,
before commencing business, shall file
with the collector of the district in which
his factory is located an inventory in
duplicate on Form 215, revised, and
thereafter on the first day of July dur-
ing continuance of operations, and a
similar inventory in duplicate must be
filed upon discontinuance or suspen-
sion of the business for a limited period,
which should be marked "closing
inventory."

§ 300.14 Packing and stamping of
white phosphorus matches. Section
2653, I. R. C., requires that all white
phosphorus matches shall be packed in
packages of 100, 200, 500, 1,000, and
1,500 matches each, and these shall then
be packed in packages containing not less
than 14,400 matches and the tax levied
by said section is to be represented by
adhesive stamps. To carry out the pro-
vision of section 2653, I. R. C., suitable
strip stamps to be affixed to the packages
by adhesive material have been prepared
and are issued in denominations of 2,
4, 10, 20, and 30 cents. These stamps
must be securely affixed by the manu-
facturer so as to seal the packages of 100,
200, 500, 1,000, and 1,500 matches and
the initials of the manufacturer and the
date when such stamp is affixed placed
thereon either by stencil or perforation.
The stenciling or perforating of stamps
may be done before affixing to the pack-
ages where machines are employed for
this purpose and where the stenciling or
perforating of stamps after affixing
would injure the packages.

§ 300.15 Procurement of st am ps.
These stamps are furnished to collectors
upon requisition, who in turn will sell the
same only upon requisition to duly quali-
fied manufacturers.
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§ 300.16 Packages of durable material.
Packages for packing 100, 200, 500, 1,000,
and 1,500 matches may be of any durable
material which will permit the affixing
and adhesion of the tax-paid stamps.

§ 300.17 Importation and exportation
of white phosphorus matches. (a) Reg-
ulations under section 2654, I. R. C., which
prohibits the importation of white phos-
phorus matches, and under section 2655,
I. R. C., forbidding the exportation of
such matches from the United States,
have been issued by the Bureau of Cus-
toms and approved by the Secretary.

(b) Administrative details and corre-
spondence relating to enforcement of
regulations governing importations and
exportations are delegated to Bureau of
Customs, Treasury Department.

CRoss REFRENcE: For regulations relating
to the certificate of inspection and importer's
declaration for white phosphorus matches,
see 19 CPR 12.34 and 12.35.

§ 300.18 Factory number required on
each package. The factory number re-
quired under section 2653, I. R. C., as
provided for under the regulations In this
part must be printed or branded or litho-
graphed on every package of white phos-
phorus matches removed by the manu-
facturer.

§ 300.19 Caution label. (a) In addi-
tion to the factory number required on
the stamped packages of white phos-
phorus matches a caution label, as re-
quired by section 2653, 1. R. C., must be
affixed to the original package contain-
ing these stamped packages.

(b) This label should be printed in
black ink on white paper, or, if other
colors are used, the printing should be in
strongest contrast to the background, so
as to be distinct and legible.

§ 300.20 Daily records: Form 662.
Under authority conferred by section
2653, I. R. C., every manufacturer is re-
quired to keep a daily record on Form
662 showing the total of each material
used each day and the total number
of matches produced and the number of
stamped packages and original packages
in which packed; also the total number
of stamped packages and original pack-
ages, together with the total number of
matches, disposed of each day as indi-
cated by said form.

§ 300.21 Monthly return: Form 660.
Each manufacturer shall render in dupli-
cate to the collector of internal revenue

a monthly return on Form 660, which
shall be a transcript of the daily record
on Form 662 and must be verified under
oath by the manufacturer or a duly qual-
ified officer or agent.

§ 300.22 Bound copy of Form 660.
Manufacturers will be permitted, how-
ever, to substitute a bound copy of the
monthly return on Form 660 in lieu of
daily record on Form 662, if so desired,
provided the entries on the return Form
660 are made daily, as required for the
manufacturers' record.

§ 300.23 Record of customers. The
names of customers to whom matches are
consigned and the quantities so sold will
not be entered in the manufacturers'
daily record and monthly returns, but the
manufacturer shall, upon request of any
internal-revenue officer, furnish a record
of all sales for such period as may be
desired.

§ 300.24 Collector's statement: Form
661. Collectors will render a monthly
statement of account on Form 661 cov-
ering the production and withdrawal of
white phosphorus matches manufactured
in their respective districts after the
manner prescribed by this form.

§ 300.25 Penalties. Failure on the
part of any manufacturer of white phos-
phorus matches to comply with the re-
quirements of the regulations in this
part, or for violation thereof, will subject
such manufacturer, where there is no
specific penalty provided by this act for
the violation, to the penalty denounced
in section 2657, I. R. C., and to the
provisions of section 2659, I. R. C.

Part 301-Tax on Filled Cheese

Sec.
301.1
301.2
301.3
301.4
301.5
301.6

301.7

301.8

301.9

301.10

301.11
301.12
301.13

Subpart A-Filled Cheese

Cheese defined.
Filled cheese defined.
Packages.
Branding.
Caution-notice label.
Rate of tax; affixing and canceling

stamps.
Commissioner's duty to assess omit-

ted taxes.
Testing filled cheese for deleterious

ingredients.
Forfeiture of filled cheese not

stamped or marked or containing
deleterious ingredients.

Imported filled cheese; liability to
tax.

Purchase of stamps.
Stamping and cancellation of stamps.
Filled cheese for export.
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Subpart B-Manufacturers of Filled Cheese
Sec.
301.14
301.15

301.16
301.17
301.18
301.19
301.20
301.21

301.22
301.23
301.24

301.25

Definition and rate of special tax.
Registry and payment of special tax

stamp to be posted.
Manufacturer's bond.
Notice: Form 213.
Premises bonded as factories.
Each factory numbered.
Manufacturer's sign.
Inventory to be made at commence-

ment of business, on July 1 of each
year, and at the time of closing.

Records.
Returns.
Penalty for not complying with law

or regulations.
Penalty for not paying special tax.

Subpart C-Sale of Filled Cheese
301.26 Wholesale dealer defined; rate of spe-

cial tax.
301.27 Retail dealer defined; rate of special

tax.
301.28 Registry and payment of special tax;

stamp to be posted.
301.29 Special tax liability; when incurred.
301.30 Storing filled cheese.
301.31 Sign to be displayed by wholesale and

retail dealers.

RECORDS AND RETURNS OF WHOLESALE DEALERS

301.32 Records.
301.33 Returns.
301.34 Packages.
301.35 Brands.
301.36 Stamps to be destroyed when pack-

age is emptied; penalty for failure.
301.37 Liability for purchase or receipt for

sale of filled cheese not properly
branded or stamped.

301.38 Liability, purchases or receipts from
manufacturers who have not paid
special tax; forfeiture.

AUTHoarry: §§ 301.1 to 301.38 issued under
53 Stat. 467; 26 U. S. C. 3791.

SouaCE: H 301.1 to 301.38 contained in
Regulations 22, Aug. 16, 1926. Exceptions
are noted following sections affected.

CROSS REFERENCE: For cheese regulations
under the Farm Products Inspection Act, see
7 CFR Part 55.

SUBPART A-FILLED CHEESE
§ 301.1 Cheese defined. For the pur-

pose of sections 2350-2362, 3210, and 3211,
I. R. C., section 2350 (a), I. R. C., defines
cheese as follows: "The word 'cheese'
shall be understood to mean the food
product known as cheese, and which is
made from milk or cream and without
the addition of butter, or any animal,
vegetable, or other oils or fats foreign to
such milk or cream, with or without addi-
tional coloring matter."
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§ 301.2 Filled cheese defined. (a)
For the purpose of sections 2350-2362,
3210, and 3211, 1. R. C., section 2650 (b),
I. R. C., defines filled cheese as follows:
"Certain substances and compounds
shall be known and designated as 'filled
cheese,' namely: All substances made
of milk or skimmed milk, with the ad-
mixture of butter, animal oils or fats,
vegetable or any other oils, or compounds
foreign to such milk, and made in imi-
tation or semblance of cheese. Substances
and compounds, consisting principally of
cheese with added edible oils, which are
not sold as cheese or as substitutes for
cheese but are primarily useful for im-
parting a natural cheese flavor to other
foods shall not be considered 'filled
cheese' within the meaning of this
chapter."

(b) The mixture of cheese with color-
ing matter does not, under this law, ren-
der it liable to tax as filled cheese, such
mixture being permitted under the de-
finition given in § 301.1. If, however, the
annotto or other coloring matter is mixed
with a vegetable oil or an animal fat as
a mordant, resulting in a compound re-
sembling cheese, this compound would
be liable to tax as filled cheese.

(c) The manufacture of cheese from
synthetic cream which is prepared by
homogenizing a mixture of butter and
skimmed milk or a mixture of butter,
milk powder, and water results in a prod-
uct which is clearly "filled cheese" as
defined by statute, being a substance
made of milk or skimmed milk with an
admixture of butter in imitation or
semblance of cheese.
[Regs..22, Aug. 16, 1926, as amended by T. D.
4813, 3 F. R. 1464]

§ 301.3 Packages. (a) All filled cheese
shall be packed by the manufacturer
thereof in wooden packages only, not
before used for that purpose. The law
does not fix the size of the manufac-
turers' packages. The contents of all
packages must be completely covered.
Crates with openings between slats may
not be used as original packages. A
package which has once been used for
packing filled cheese may be taken apart
and the material, from which all stamps,
marks, and brands have been effectually
removed, may be used in construction of
new containers. All filled cheese sold
by manufacturers of filled cheese shall
be in original stamped packages.

.§ 301.1
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(b) A package of filled cheese, to
meet all the requirements of the law and
regulations must be branded (§ 301.4),
have caution notice label affixed
(§301.5), and have proper stamp or
stamps affixed and canceled (§ 301.6).

(c) Manufacturers and dealers may
incase properly stamped and branded
original packages of filled cheese in ad-
ditional coverings or wrappers, provided
such additional coverings or wrappers
have duly impressed or stenciled thereon
the brand as prescribed in § 301.4, and
also the following additional inscription:
"The original package herein contained
has been duly tax paid and proper stamp
is affixed."

(d) Every person who packs In any
package or packages any filled cheese in
any manner contrary to law is subject
to a fine for each and every offense of
not less than $50 and not more than $500
or to be imprisoned not less than 30 days
and not more than 1 year.

§ 301.4 Branding. (a) Each cheese
shall be marked, stamped, and branded
with the words "filled cheese" in black-
faced letters, not less than 2 inches in
length, in a circle in the center of the top
and bottom of the cheese; and in like
letters, in four different places, equidis-
tant from each other, on the side of the
cheese, in line from the top to the bottom
thereof. Like brands are required upon
the wooden packages containing such
cheese. Where the consistency of the
filled cheese will not permit of the brand
being applied directly thereto it will be
sufficient if the package is duly branded
as herein required.

(b) The width of the letters in the
above brands shall not be less than 1 inch
over all, with quarter-inch stem. The
law prescribes that the brands for the
side of the cheese shall be put on in line
from top to bottom. Where the cheese
is not sufficiently thick to accommodate
these words in a perpendicular or ver-
tical line, they may be branded in a line
running diagonally from top to bottom.

(c) Each cheese, likewise the wooden
package therefor, shall, in addition to the
above brands required upon the top and
bottom surfaces, be branded with words
and figures indicating the factory num-
ber, number of the collection district, the
State, and the weight of the cheese, in
the order observed in the following
example:

FAcTORY No. 1, FIRST DIST. OF ILLINOIS
30 Poums

FILLED CHEESE

(d) All letters and figures in the above
brand must be in black-faced block type,
not less than 1 inch in width over all,
with quarter-inch stems in the words
"filled cheese" and not less than 1 inch
square in the remaining words.

(e) If a manufacturer desires to place
his name upon the filled cheese, or upon
the wooden package therefor, he may do
so, provided such brand in nowise over-
shadows, subordinates, or conceals the
Government brand above prescribed by
the law and the regulations in this part.

(f) Every person who falsely brands
any package of filled cheese is subject to
a fine for each offense of not less than
$50 and not more than $500 or to im-
prisonment of not less than 30 days and
not more than 1 year.

§ 301.5 Caution-notice label. (a)
Every manufacturer's package of filled
cheese must, before removal from the
bonded premises where made, have
printed thereon or securely affixed on
the side or end thereof by pasting, in
such a way as to be exposed to public
view and to be easily read, a label on
which is printed the number of the man-
ufactory and the district and State in
which it is situated, and the words of
the caution notice as provided by law.

(b) The prescribed wording must be
in plain, open, and legible letters in black
ink, and shall occupy a space not less
than 3 inches long and not less than 11/2
inches in width, and when in label
form, it shall be printed on plain white
paper and shall be substantially in the
following form:

Factory No .-------- ---------- District,
State of

NOTICE: The manufacturer of the filled
cheese herein contained has complied with
all the requirements of the law. Every per-
son Is cautioned not to use either this pack-
age again or the stamp thereon again, nor
to remove the contents of this package with-
out destroying said stamp, under the penalty
provided by law in such cases.

(c) Every manufacturer of filled
cheese who neglects to affix such label to
any package containing filled cheese
made by him, or sold or offered for sale
by or for him, and every person who
removes any such label so affixed from
any such package, is subject to fine of
$50 for each package in respect to which
such offense is committed.
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§ 301.6 Rate of tax; affixing and can-
celing stamps. (a) The tax upon filled
cheese is 1 cent per pound. The tax ac-
crues when the filled cheese is manufac-
tured and is to be paid by the manufac-
turer thereof by the affixing of stamps to
the packages before removal from the
place where made.

(b) Filled-cheese stamps have been
prepared in denominations of 10, 20, 30,
40, 50, 60, 70, 80, 90, and 100 pounds, with
9 coupons, each representing 1 pound,
attached to each stamp. Such stamps
are obtainable upon application on Form
218 to the collector of the district in
which the factory is located. On the
withdrawal of a package of filled cheese
the proper tax-paid stamp must be se-
curely affixed to the side thereof and im-
mediately canceled by stamping or per-
forating the factory number, district,
State, and date thereon. Illustration:
"Fac. No. 12, 1st Dist. Ill." over "April 15,
1925."

(c) Every person who affixes a stamp
on any package of filled cheese denoting
a less amount of tax than that required
by law is subject to a fine for each offense
of not less than $50 and not more than
$500 or to imprisonment of not less than
30 days and not more than 1 year.

§ 301.7 Commissioner's duty to assess
omitted taxes. The law makes it the
duty of the commissioner, upon satisfac-
tory proof, to estimate the amount of tax
omitted to be paid whenever a manufac-
turer of filled cheese sells, or removes for
sale or consumption, any filled cheese
liable to payment of tax by stamps, with-
out the use of the proper stamps, and to
make an assessment therefor and to cer-
tify the same to the collector of the dis-
trict for collection. Such assessments
must be made within four years from the
date when the tax became due except in
the case of fraud with intent to evade
tax, of a failure to file a required return,
or a willful attempt in any manner to de-
feat or evade tax, the tax may be assessed
at any time. Assessments will be predi-
cated upon prima facie evidence of the
sale or removal for sale or consumption
of filled cheese by manufacturers with-
out the use of the proper stamps, ob-
tained and reported by deputy collectors
or other internal-revenue officers, or
from other facts and circumstances re-
ported by such officers. The tax so as-
sessed shall be in addition to the penal-
ties imposed by law for such sale or
removal.
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* § 301.8 Testing filled cheese for dele-
terious ingredients. The commissioner
is authorized to have applied scientific
tests, and to decide whether any sub-
stances used in the manufacture of filled
cheese contain ingredients deleterious to
health. But in case of doubt or contest
his decision In this class of cases may be
appealed from to a board consituted for
the purpose, and composed of the Sur-
geon General of the Army, the Surgeon
General of the Navy, and the Secretary
of Agriculture, and the decision of this
board is final in the premises.

§ 301.9 Forfeiture of filled cheese not
stamped or marked or containing dele-
terious ingredients. All packages of
filled cheese subject to tax under the act
that shall be found without stamps or
marks as herein provided, and all filled
cheese intended for human consumption
which contains ingredients adjudged as
provided in § 301.8 to be deleterious to
the public health, are subject to for-
feiture to the United States.

§ 301.10 Imported filled cheese; lia-
bility to tax. All filled cheese imported
from foreign countries must be tax paid
at the rate of 8 cents per pound. Such
tax is in addition to any import duty
imposed thereon, and must be paid by
affixing the required stamps prior to re-
lease of the product from customs
custody.

§ 301.11 Purchase of stamps. Stamps
for the tax payment of imported filled
cheese will be sold to the owner or con-
signee of such merchandise by the col-
lector of internal revenue of the district
in which is located the office of the col-
lector of customs where the customs
entry is filed, upon requisition therefor
duly executed by an authorized customs
officer.

§ 301.12 Stamping and cancellation of
stamps. Filled cheese imported from
foreign countries is not required to have
the internal-revenue stamps affixed to
the packages thereof and canceled unless
and until such product is to be released
from customs custody for consumption
or sale in the United States. Such
stamps shall be affixed and canceled by
the owner or consignee while the product
is in the custody of the proper customs
officer, and such product shall not pass
out of the custody of said officer until
the stamps have been affixed and can-
celed. The mode of affixing the stamps
to packages of domestic manufacturers

§ 301.6
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prescribed in § 301.6 is hereby made ap-
plicable to imported filled cheese. Each
stamp so affixed shall be canceled by the
owner or consignee writing or imprint-
ing on the face thereof in distinct and
legible letters and figures his name and
date of cancelation, name of port, and
customs entry number.

§ 301.13 Filled cheese for export.
There is no provision for the omission
of the tax on filled cheese exported
from the United States and all filled
cheese exported must be tax paid at the
rate of 1 cent per pound. The imposition
of the tax on filled cheese exported from
the United States is not in contravention
to the constitutional provision prohibit-
ing Congress from laying a tax on ex-
ports. (Cornell Brothers v. Coyne, 192
U. S. 418, T. D. 757.)
[Regs. 22, Aug. 16, 1926, as amended by T. D.

4313, 3 F. R. 14641

SUBPART B-MANUFACTURERS OF FILLED
CHEESE

§ 301.14 Definition and rate of special
tax. Every person, firm, or corporation
who manufacturers filled cheese for sale
shall be deemed a manufacturer of filled
cheese. Manufacturers of filled cheese
are subject to a special tax at the rate
of $400 per annum for each factory
operated.

§ 301.15 Registry and payment of
special tax stamp to be posted. (a) Every
manufacturer of filled cheese, before
commencing business (or at least within
the month in which liability to special
tax commenced), must register with the
collector of the district in which the busi-
ness is to be carried on, his name, or
style, place of residence, business, and
the place where such business is to be
carried on, and make return (Form 11)
duly signed and sworn to, and procure a
special tax stamp, which he is to place
and keep conspicuously posted in his
establishment or place.of business; and
on the first day of July in each year, if
continuing business, he will again so reg-
ister, make return, and procure a new
special-tax stamp and post it as above
stated.

(b) Whenever any person engaged in
any business for which a special tax is
required by law, refuses or neglects to
render the return therefor required by
law, the Commissioner of Internal Reve-
nue is required to assess the tax due, and
to add 25 percent to such tax. In case
of a false or fradulent return he is re-

quired to add 50 percent to the tax due.
The amount so added will be collected
in the same manner as the tax.

§ 301.16 Manufacturer's bond. (a)
Every manufacturer of filled cheese shall
give a bond on Form 214, in duplicate, to
be submitted to and approved by the col-
lector of the district. The penal sum of
the bond shall not be less than $5,000
nor more than $100,000 and shall be fixed
in accordance with the following scale,
based on the total quantity of filled
cheese produced by the manufacturer in
the preceding fiscal year:

Production previous fiscal year Penal sum
of bond

More than- Not more than- required

Pounds Pounds
S100,000 ------------- $5, 000

100,000 ------------- 700,000 ------------- 10,000
700,000 ............... 1,300,000 ------------ 15,000
1,300,000 ---.--....... 1900,000 ------------ 20,000
1,900,000 .............. 2 500,000 ------------ 25,000
2,500,000 ------------ 3,100,000 ------------ 30,000
3,100,000 -------------- 3,700,000 ------------ 35,000
3,700,000 -------------- 4,300,000 ------------ 40,000
4,300,000 -------------- 4,900,000 ------------ 45,000
4,900,000 -------------- 5,500,000 ----------- 50,000
5,500,000 ------------ 6,100,000 ------------ 55,000
6,100,000 -7-,00------.. 6,700,000 _- ---- 60,000
6,700,000 --..--........ 7,300,000 ------------ 65,000
7,300,000 .............. 7,900,000 ------------ 70,000
7,900,000 ------------ 8,500,000 ------------ 75,000
8,500,000 -------------- 0,100,000 ------------ 80,000
9,100,000 ---- 9,700,000 ------------ 85,000
9,700,000 ------------ 10,300,000 ----------- 90,000
10,300,000 ----------- 10,900,000 ----------- 95,000
10,900000 ' ---------.--------------------- 100, 000

I Or over.

(b) A manufacturer must give the re-
quired bond prior to commencing busi-
ness, and in the case of a new manu-
facturer the penal sum of his bond shall
be fixed in accordance with the foregoing
scale on the estimated quantity of filled
cheese which he will produce in a period
of 12 months. When the yearly produc-
tion of a manufacturer exceeds the scale
of production on which the penal sum of
his bond has been based a new bond
must be given in the requisite penal sum.

§ 301.17 Notice: Form 213. (a) Every
person before commencing the manufac-
ture of filled cheese must file with the
collector for the district in which his fac-
tory is situated a notice on Form 213, in
duplicate. Such notice shall set forth
the name or style under which the busi-
ness is to be carried on, the date of com-
mencement of business, the place where
such manufacture is to be carried on,
giving street and number, if any; shall
further describe by metes and bounds the
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premises bonded as the factory, and shall
include a general description of the lot
or tract of land on which the factory is
located, a list of the machinery and ap-
pliances used in the manufacture of filled
cheese, and an estimate of the quantity
of filled cheese he will produce in 12
months. The premises to be described
as a filled-cheese factory must conform
with the provisions of § 301.18.

(b) A new notice in duplicate must be
filed Immediately with the collector in
the case of any change in the described
premises or ownership of the factory.
Similar action must be taken prior to re-
moval of a factory.

§ 301.18 Premises bonded as factories.
(a) The premises of a filled-cheese fac-
tory, an accurate description of which
must be furnished, as required in the
above section, must be separated by solid
walls or partitions from premises in
which cheese is manufactured or manip-
ulated, unless otherwise approved by the
commissioner in writing.

(b) Only one filled-cheese factory
may be operated at a time within the
same described premises unless other-
wise approved by the commissioner in
writing.

§ 301.19 Each factory numbered.
Each filled-cheese factory shall be as-
signed a number by the collector, which
number shall not be held at the same
time by any other manufacturer of filled
cheese in his district, nor thereafter
changed except for reasons approved by
the commissioner. If the manufac-
turer removes to a new location in the
same district, he will retain his old num-
ber. Upon removal from one collection
district to another a new number will be
assigned. When a factory Is closed, the
number which Is released will not be re-
assigned during the balance of the fiscal
year.

§ 301.20 Manufacturer's sign. Every
manufacturer of filled cheese shall place
and keep over the principal entrance to
the building wherein his business Is car-
ried on, so that it can be distinctly seen,
a sign with letters thereon not less than 3
inches in height, painted in oil colors or
gilded, giving his full name and business
and the number of his manufactory.

§ 301.21 Itjventory to be made at
commencement of business on July 1 of
each year, and at the time of closing.
(a) Every manufacturer of filled cheese
must file with the collector of Internal

revenue of the district in which the fac-
tory is located a complete and correct
inventory, in duplicate, on Form 215,
verified by oath, of the quantity of each
of the different kinds of materials used
in the manufacture of filled cheese, in-
cluding all materials or products in proc-
ess of manufacture or partially man-
ufactured and the quantity of the fin-
ished product, stamped and unstamped,
and the value of attached and unattached
stamps held and owned by him in said
factory on the first day of July of each
year. An inventory as aforesaid must
also be made and filed with the collector
at the time of beginning business as a
manufacturer, and at the time of discon-
tinuing such business.

(b) The collector (or his deputy) is
required to make personal examination
of the stock sufficient to satisfy himself
as to the correctness of the inventory and
certify the fact of such examination on
the form.

§ 301.22 Records. (a) Every manu-
facturer of filled cheese shall keep a daily
record of: (1) The number of pounds of
each material used by him in the manu-
facture of filled cheese and the number
of pounds of each such kind of material
used for purposes other than the manu-
facture of filled cheese; (2) the number
of taxable pounds of filled cheese pro-
duced; (3) the number of taxable pounds
of filled cheese disposed of in each in-
stance, name of person to whom shipped
or delivered, date of shipment or delivery,
and the address to which sent; (4) the
number of taxable pounds of filled cheese
returned to the factory in each instance,
name of person by whom returned, date
of receipt, and address from which re-
turned; (5) the number of taxable
pounds of filled cheese reworked, dumped,
or destroyed; and (6) the total values of
filled-cheese stamps purchased and used.

(b) The record must be kept at the
factory or principal office or place of
business of the manufacturer, be pre-
served for a period of 4 years, and be at
all times readily accessible for inspection
by internal revenue officers and agents.

§ 301.23 Returns. Each manufac-
turer of filled cheese must furnish to the
collector of his district, not later than
the 15th day of each month, an accurate
return, under oath, on Forms 216 and
216a, of the kinds and quantity of each
kind of material used by him in the man-
ufacture of filled cheese, the quantity of
filled cheese produced, of all filled cheese
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disposed of, of all filled cheese returned,
and the values of all stamps purchased
and used by him during the preceding
month. Such returns shall be prepared
in duplicate and should be typewritten,
the original being forwarded to the col-
lector and the duplicate or carbon copy
being retained by the manufacturer at
the factory for a period of 4 years, sub-
ject to inspection of any internal revenue
officer or agent. A return on Forms 216
and 216a is required to be made for each
month from date of opening inventory
to date of final inventory. The final re-
turn should be marked "final."

§ 301.24 Penalty for not complying
with law or regulations. Any manufac-
turer of filled cheese who fails to comply
with the provisions of section 5 of the
act or the regulations authorized thereby
is liable to a fine of not less than $500
and not more than $1,000.

§ 301.25 Penalty for not paying special
tax. Every person, firm, or corporation
who carries on the business of a manu-
facturer of filled cheese without having
paid the special tax therefor, as required
by law, besides being liable to the pay-
ment of the tax is subject to a fine of not
less than $400 and not more than $3,000.

SUBPART C-SALE OF FILLED CHEESE
§ 301.26 Wholesale dealer defined;

rate of special tax. Every person, firm,
or corporation who sells or offers for sale
filled cheese in the original manufac-
turer's package for resale, or to retail
dealers as hereinafter defined, shall be
deemed a wholesale dealer in filled
cheese. A qualified manufacturer who
sells only tax-paid filled cheese of his own
production at the place of manufacture
is not liable as a wholesale dealer.
Wholesale dealers in filled cheese are sub-
ject to special tax at the rate of $250 per
annum.

§ 301.27 Retail dealer defined; rate of
special tax. Every person who sells filled
cheese at retail, not for resale but for
actual consumption, shall be regarded as
a retail dealer in filled cheese. Retail
dealers in filled cheese are subject to
special tax at the rate of $12 per annum.

§ 301.28 Registry and payment of spe-
cial tax; stamp to be posted. (a) Every
wholesale or retail dealer in filled cheese,
before commencing business (or at least
within the month in which liability to
special tax commenced) must register
with the collector of the district in which

the business is to be carried on his name
or style, place of residence, business, and
place where such business is to be carried
on, and make return (Form 11) duly
signed and sworn to and procure a spe-
cial-tax stamp, which he is to place and
keep conspicuously posted in his place of
business; and on the 1st day of July in
each year, if continuing in business, he
will again so register, make return, and
procure a new special-tax stamp and post
it as above stated. (Secs. 3270, 3273,
I. R. C.) Where the special tax is not
more than $10 the return may be signed
or acknowledged before two witnesses in
lieu of being executed under oath.

(b) Whenever any person engaged In
any business for which a special tax is
required by law refuses or neglects to
render the return therefor required by
law, the Commissioner of Internal Reve-
nue is required to assess the tax due and
to add 25 percent to such tax. In case of
a false or fraudulent return he is required
to add 50 percent to the tax due. The
amount so added will be collected in the
same manner as the tax.

(c) Every person, firm, or corporation
who carries on the business of a whole-
sale dealer in filled cheese without hav-
ing paid the special tax therefor, as re-
quired by law, besides being liable to
payment of the tax is subject to a fine of
not less than $250 and not more than
$1,000; and every person, firm or corpora-
tion who carries on the business of a re-
tail dealer in filled cheese without hav-
ing paid the special tax therefor, as re-
quired by law, besides being liable to pay-
ment of the tax, is subject to be fined
not less than $40 and not more than $500
for each and every offense.

§ 301.29 Special tax liability; when
incurred. (a) Except in the case of a
manufacturer selling filled cheese of his
own production at the place of manufac-
ture, a person is liable to special tax as a
dealer in filled cheese, either wholesale
or retail as the case may be, at each and
every place where he sells, or offers for
sale, filled cheese. The place where the
delivery, either actual or constructive,
which transfers ownership from vendor
to vendee, is made is the place of sale
and for which special tax is required to
be paid. A special tax stamp can be
issued to a dealer in filled cheese only for
a fixed place of business. One who
travels from place to place and makes
sales of filled cheese incurs liability to
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special tax at each place where such
sales and deliveries are made.

(b) Dealers in cheese should ascertain
the true character of the article which
they sell or offer for sale. If they are
found to have sold filled cheese, though
they believed it to be genuine cheese,
they nevertheless are liable to special
tax as dealers in filled cheese.

(c) Special tax stamps are not trans-
ferrable from one person to another.
When a new member is added to a firm
a new stamp is required.

(d) Any number of persons doing
business in copartnership at any one
place are required to pay but one special
tax.

(e) Special tax liability is not incurred
in respect to sales by:

(1) A receiver appointed by the court
to sell filled cheese under order of the
court.

(2) A trustee when he carries on the
business at the principal's store and un-
der the special tax stamp issued to the
principal.

(3) A member of a firm acquiring the
interests of the other members and car-
rying on the business under the stamp
issued to the firm.

(4) A qualified dealer moving from
one location to another provided he
registers the change with the collector
during the calendar month in which it
occurred.

(5) The legal representative of a de-
ceased special taxpayer carrying on the
business until the expiration of the stamp
but the change must be registered with
the collector within the month in which
it was made.

(6) An army post exchange under the
complete control of the War Department.

(7) A keeper of a restaurant who fur-
nishes filled cheese merely to patrons as
a part of their meals even though a sep-
arate charge Is made for the filled cheese
served.

(8) A transportation company selling
filled cheese to secure freight charges.

§ 301.30 Storing flled cheese. Manu-
facturers of, and wholesale dealers in,
filled cheese may store tax-paid packages
of such product at places' other than
those named in their special-tax stamps
and may make deliveries from such
places of storage without incurring ad-

ditional special tax liability, provided
that sales of filled cheese so stored are
absolutely completed by the manufac-
turers or wholesale dealers at their regis-
tered places of business by constructive
delivery there prior to actual removal of
the goods from the place of storage for
delivery to purchasers. Receipt of an
order at the place of business of a manu-
facturer or dealer and the sending of
such order to the storage house for de-
livery is not a sale of goods at said place
of business. A manufacturer or dealer
must not merely receive the order at his
place of business, but he must make out
there and deliver to the customer order-
ing, or send to him direct a bill of sale
in each instance transferring to him the
ownership of the goods before there is an
actual delivery from the place of storage.

§ 301.31 Sign to be displayed by whole-
sale and retail dealers. (a) All retail and
wholesale dealers in filled cheese shall
display in a conspicuous place in his or
their sales room a sign bearing the words
"Filled Cheese sold here" in blackfaced
letters not less than six inches in length,
upon a white ground, with the name and
number of the revenue district in which
his or their business is conducted; and
any wholesale or retail dealer in filled
cheese who fails or neglects to comply
with this requirement is liable for each
and every offense to a fine of not less
than $50 and not more than $200. (Secs.
2353, 2354, I. R. C.)

(b) Concealment of the sign from full
view of the public will not be deemed a
compliance with the law. If a dealer has
more than one sales room, he must post
the requisite sign in each such room.

RECORDS AND RETURNS OF WHOLESALE
DEALERS

§ 301.32 Records. (a) Every whole-
sale dealer in filled cheese shall keep at
his place of business a daily record of
(1) the number of pounds in each con-
signment of filled cheese received by him,
giving the name and address of the con-
signor and date of receipt, and (2) the
number of pounds of filled cheese dis-
posed of in each instance, name of
person to whom shipped or delivered,
date of shipment or delivery, and ad-
dress to which sent.

(b) The record must be preserved for
a period of 4 years and be at all times
readily accessible for inspection by In-
ternal revenue officers and agents.

Page 14

§. 301.30



Chapter I-Bureau of Internal Revenue

§ 301.33 Returns. (a) Every whole-
sale dealer in filled cheese must fur-
nish to the collector of his district,
not later than the 15th day of each
month, an accurate return, under oath,
on Forms 217 and 217a of all filled cheese
received and disposed of by him during
the preceding month. Form 217 to be
modified by substituting the words "filled
cheese" for the word "oleomargarine"
wherever same occurs thereon.

(b) Each return shall be prepared in
duplicate and should be typewritten.
The original copy of the return should
be forwarded to the collector and the
carbon retained by the dealer at his place
of business for a period of 4 years sub-
ject to inspection of any Internal revenue
officer or agent. A return on Form 217
and 217a is required to be made for each
month, beginning with the month in
which filled cheese Is received for sale,
or the first month for which special tax
is paid, whichever is prior, and ending
with the month in which goods on hand
are ultimately disposed of, or some sub-
sequent month when the dealer decides
definitely to discontinue business. The
last return should be marked "Final."

§ 301.34 Packages. Retail dealers in
filled cheese must sell only from original
stamped packages, and shall pack the
filled cheese sold by them in suitable
wooden or paper packages which shall
be marked and branded as provided in
§ 301.35. Wooden or paper packages
similar to those usually employed in
selling butter and lard at retail may be
used by the retail dealer in filled cheese.
There is no restriction as to the quantity
of filled cheese that a retailer may sell
at one sale, but he must remove the prod-
uct from the original manufacturer's
package and repack in another package,
made of either wood or paper, and place
on such package the required marks and
brands. A retail dealer who sells filled
cheese in original packages for resale
or to another retailer incurs additional
liability to special tax as a wholesale
dealer.

§ 301.35 Brands. (a) Each retailer's
wooden or paper package must have the
name and address of the dealer marked
or branded thereon, likewise the words
"Pound" and "Filled Cheese," in letters
not less than one-quarter inch square,
and the quantity written, marked, or
branded thereon In figures of the same
size (one-quarter of an inch square),
substantially as follows:

RICHARD ROE
100 Doe Street

BOSTON
1 pound Filled Cheese

(b) The words "Filled Cheese" and
"Pound" which are required to be
marked or branded on retailers' wooden
or paper packages, in letters not less than
one-quarter inch square, and the quan-
tity which Is required to be written,
marked or branded thereon in figures of
like size, must be so placed so as to be
plainly visible to the purchaser at the
time of delivery to him. Illegible or con-
cealed marks and brands are not those
contemplated and required by the law
and regulations. It will not be deemed
a compliance with the regulations in this
part If the words "Filled Cheese" and the
other required words and figures shall be
Illegibly branded or marked or so placed
as to be concealed from view, by being
on the inside of the package or by fold-
ing in the stamped portion of the paper
sheet used for wrapping, or otherwise.
The required words and figures must be
legibly printed or branded and con-
spicuously placed, and no other word or
business card should be placed in such
juxtaposition thereto as to divert atten-
tion from the fact that the contents of
the Package are filled cheese. The color
of the ink with which the words are
marked or branded must be black.

(c) Every person who knowingly sells
or offers for sale or delivers or offers to
deliver filled cheese in any other form
than new wooden or paper packages,
marked and branded as hereinbefore pro-
vided, is subject to a fine of not less than
$50 and not more than $500 or to im-
prisonment for not less than 30 days and
not more than 1 year.

§ 301.36 Stamps to be destroyed when
package is emptied; penalty for failure.
Whenever any stamped package contain-
ing filled cheese is emptied it is the duty
of the person in whose hands the same is
to destroy the stamps thereon; and any
person who willfully neglects or refuses
so to do is liable for each such offense
to a fine of not more than $50 or to im-
prisonment of not less than 10 days and
not more than 6 months.

§ 301.37 Liability for purchase or re-
ceipt for sale of filled cheese not properly
branded or stamped. Any person who
knowingly purchases or receives for sale
any filled cheese which has not been
branded or stamped according to law, or
which is contained in packages not
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branded or marked according to law, is
liable to a penalty of $50 for each such
offense.

§ 301.38 Liability, purchases or re-
ceipts from manufacturers who have not
paid special tax; forfeiture. Every per-
son who knowingly purchases or receives
for sale any filled cheese from any manu-
facturer or importer who has not paid
the special tax herein provided for is
liable for each offense to a penalty of $100
and to a forfeiture of all articles so pur-
chased or received or of the full value
thereof.

Part 302-Excise Tax on Sale of
Pistols and Revolvers

Subpart A-Tax on Pistols and Revolvers
Sec.
302.1
302.2
302.3
302.4
302.5
302.6
302.7
302.8
302.9
302.10
302.11

Rate of tax.
Use of terms.
Basis of tax.
Discounts and expenses.
Exchanges.
Who is a manufacturer.
Tax payable by the manufacturer.
When tax attaches.
Exempt sales.
Manufacturer also retailer.
Colorable sales.

Subpart B-Administrative and General Provisions
302.12 Records and return and payment of

tax.
302.13 Ad valorem penalties and interest.
302.14 Specific penalties.
302.15 Credits and refunds.
302.16 Sales for export.
302.17 Proof of exportation.
302.18 Shipments to possessions of the

United States.
302.19 Trade with the Virgin Islands, Puerto

Rico, and the Philippines.
302.20 Payment of tax by uncertified checks.
302.21 Procedure with respect to dishon-

ored checks.
302.22 When fractional part of cent may be

disregarded.
302.23 Misrepresentation of tax.

AuT-urry: §§ 302.1 to 302.23 issued under
53 Stat. 467; 26 U. S. C. 3791.

SOURCE: §§ 302.1 to 302.23 contained in
Regulations 47, October 17, 1928, except as
noted following sections affected.

SUBPART A--:-TAX ON PISTOLS AND

REVOLVERS '

§ 302.1 Rate of tax. The tax is im-
posed at the rate of 11 percent.
-[T. D. 5083, 6 F. R. 51081

§ 302.2 Use of terms. In this part,
for convenience, unless obviously inap-

plicable, the term "manufacturer" is used
to include also "producer" and "im-
porter"; the term "sale" or "sold" to in-
clude "lease" or "leased"; the term "pur-
chaser" to include "lessee," and the term
"vendor" to include "lessor." The term
"person" is used to include partnerships,
corporations, and associations, as well as
individuals.

§ 302.3 Basis of tax. (a) The tax is
imposed on the sale by the manufacturer
and should be returned and paid by him
whether the sales price is actually col-
lected or not. It is measured by the price
for which the article is sold by the manu-
facturer and not by the list price where
that differs from the actual sales price.
If the price of a taxable article is in-
creased to cover the tax, and the article
is sold at such price including the tax,
the tax is on such increased price.

(b) On the other hand, the manufac-
turer may reimburse himself in the
amount of the tax by quoting the selling
price and the tax in separate and exact
amounts, and where invoices are ren-
dered, segregating these amounts on the
invoices.

(c) Where goods are ordered direct
from the manufacturer with no agree-
ment as to price, the tax is based on the
amount billed or invoiced to the pur-
chaser as the selling price. Mere state-
ments or agreements that the quoted or
contract price includes the tax do not
operate to exclude any part thereof from
tax.

(d) Where a lump sum is specified as
the price of a taxable article or articles,
and other articles not taxable and not a
component part of the taxable articles
are included in the price, the tax at-
taches to the entire amount unless the
selling prices of the taxable and non-
taxable articles are segregated. In such
case the tax will be measured by the price
specified as the selling price of the tax-
able article or articles.

§ 302.4 Discounts and expenses. (a)
A discount made subsequently to the sale
can not be deducted in computing the
price for the purpose of the tax.

(b) An adjustment in price, where ar-
ticles are sold over a period of time,
under an agreement for a quantity re-
bate, or an agreement for a so-called
wholesale bonus, i. e., a rebate on goods
resold by a distributor or dealer to so-
called subdealers, is held not to be a dis-
count made subsequently to the sale, and
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the tax, if originally computed on the
gross price, may be adjusted in the re-
turn for the month in which the price
is finally determined. If in such cases
the tax assumed to be due on the orig-
inal selling price has been billed to the
dealer and by him to the purchaser as a
separate item, and collected from the
purchaser, the overcollection of tax aris-
ing from the adjustment of the sale price
under the contract between the manu-
facturer and the dealer must be refunded
to the purchaser.

(c) Where articles are sold under an
agreement for a rebate on goods re-
maining unsold in the hands of the
dealer, and which were purchased by
such dealer within a definitely specified
period, in case of a decline in the mar-
ket, a reduction in price made in accord-
ance with such agreement is not con-
sidered a discount made subsequently to
the sale, and if the manufacturer re-
funds to the dealer a portion of the
original or tentative price, together with
the amount for which he was reimbursed
to cover the tax thereon, he may take
credit on his return for the month in
which such adjustment in price is made
for the amount of overpayment on the
original sale resulting from the price
adjustment.

(d) Commissions to agents and other
expenses of sale are not deductible from
the price.

§ 302.5 Exchanges. (a) If articles
sold are returned and the sale entirely
rescinded, no tax is payable, and if paid
it may be credited against the tax in-
cluded in a subsequent monthly return.
(See § 302.15.) If a part only of the ar-
ticles sold at one time is returned, and
credit or rebate allowed by the vendor
therefor, the portion of the tax to be
credited will be only the proportion of
the total tax paid which the amount al-
lowed as a credit or rebate bears to the
total sales price of all the articles.

(b) If an article is sold under a guar-
anty as to its quality or service and is
thereafter returned and a rebate made
pursuant to the guaranty, the manu-
facturer may claim as a credit against
the tax included in a subsequent return
such portion of the tax originally paid in
respect of the article as is proportionate
to the amount of the price refunded.

(c) Where any article taxable under
section 600 of the act is returned to the
manufacturer thereof for adjustment,

replacement, or exchange, under a guar-
anty as to quality or service, and a new
article given pursuant to guaranty, free
or at a reduced price, the tax shall be
computed on the actual price, if any, to
be paid to the manufacturer for the new
article.

(d) If an article is sold and thereafter,
before use, exchanged for another article
of a higher price, the purchaser paying
the difference, the manufacturer should
pay the tax on the second sale, but may
take as a credit against such tax such
proportion of the tax paid on the re-
turned article, which the amount allowed
as a credit for the return of such article
on the second sale bears to the amount of
the purchase price In the case of the first
sale. The tax also attaches to the sub-
sequent sale by the manufacturer of the
article so returned.

§ 302.6 Who is a manufacturer. A
manufacturer is generally a person who
(a) actually makes a taxable article, or
(b) by changes in the form of an article
produces a taxable article, or (c) by the
combination of two or more articles pro-
duces a taxable article.

§ 302.7 Tax payable by the manufac-
turer. (a) The tax is to be paid by the
manufacturer on all sales made directly
by him or through an agent. (See
§ 302.11.)

(1) On articles manufactured for a
jobber by a foreign manufacturer, the
jobber must pay the tax as the importer.

(2) A receiver or trustee in bankruptcy
of a manufacturer conducting a busi-
ness under court order is liable to the
tax upon articles manufactured and sold
by him.

(b) Where a manufacturer sells ar-
ticles to a dealer, sending them on con-
signment and retaining ownership in
them until they are disposed of by the
dealer, the manufacturer must pay the
tax upon the basis of his selling price to
the dealer, as shown by reports to be
procured by him monthly from the
dealer. Where, however, a manufacturer
sends articles to a dealer as his agent, the
sale by such dealer or agent is to be
treated as a sale by the manufacturer,
and the tax computed on the price re-
ceived by such dealer or agent before de-
ducting his commission.

(c) Where a so-called agent or dis-
tributor is a separate corporation and
the sale to it is absolute and at prices
and under terms and conditions such as
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ordinarily obtained between persons
dealing at arm's length with no further
payment or benefit accruing to the man-
ufacturer upon resale or otherwise ex-
cept the receipt of dividends on stock
holdings, the taxable sale is that made
by the manufacturer to such sales cor-
poration even though all or substantially
all of the stock of such sales corporation
is held by or for the benefit of the man-
ufacturer or the stockholders in the man-
ufacturing corporation. Where, how-
ever, there are special arrangements be-
tween the manufacturer and the selling
corporation such as special terms, prices,
etc., the taxable sale is the sale by the
selling corporation as the selling agent
of the manufacturer. The same rule ap-
plies in the case of the selling corpora-
tion which owns substantially all the
stock of a manufacturing corporation.
(See § 302.11.)

§ 302.8 When tax attaches. (a) The
tax attaches when the title to an article
passes from the manufacturer to the
purchaser pursuant to a contract of sale.

(b) The tax attaches to the total con-
tract price when the title to an article
passes from the manufacturer to the
purchaser pursuant to a contract of sale,
regardless of whether or not the entire
contract price is received.

(c) When title passes is a question of
fact dependent upon the intention of-the
parties as gathered from the contract of
sale and the attendant circumstances.

(d) Where goods are segregated from
other goods owned by the vendor and it
is the intention of both the vendor and
the purchaser at the time the goods are
so segregated that they shall then belong
to the purchaser, the title will be pre-
sumed to pass at such time.

(e) In the absence of an intention to
the contrary the title is presumed to pass
upon delivery of the article to the pur-
chaser or to a carrier for the purchaser.

(f) In the case of a conditional sale,
where title is reserved in the vendor until
payment of the purchase price in full,
the tax attaches (1) upon such pay-
ment, or (2) when title passes if before
completion of the payments, or (3) when,
before completion of the payments, the
dealer disposes of the sale by charging
off by any method of accounting he may
adopt the unpaid portion of the contract
price, or (4) when the vendor discounts
the notes of the purchaser for cash or
otherwise, or (5) when the vendor trans-
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fers to another his title in the article
sold, or (6) when the final payment or
payments have become long overdue even
though not charged off.

§ 302.9 Exempt sales. (a) Under the
provisions of section 2700 (b) (1) prior
to the amendment thereof by section 307
(a) (2) of the Revenue Act of 1943, no tax
attaches to pistols and revolvers sold by
the manufacturer for the use of the
United States, any State, Territory, or
possession of the United States, any polit-
ical subdivision thereof, or the District
of Columbia. Any manufacturer claim-
ing exemption from the tax must main-
tain records and be prepared to produce
such evidence as will clearly establish
the right to exemption.

(b) By virtue of the amendment by sec-
tion 307 (a) (2) of the Revenue Act of
1943 of section 2700 (b) (1), and the ap-
plication of section 307 (b) (2) to such
amendment, the exemption with respect
to sales of pistols and revolvers by the
manufacturer for the use of the United
States, or possession of the United States
is Inapplicable on and after the first day
of the first month which begins six
months or more after the date of the
termination of hostilities in the present
war, unless the sale is made pursuant to a
contract entered into prior to such date,
or to any agreement or change order sup-
plemental to such contract bearing the
same Government contract number.

(c) To be exempt from the tax the
articles must be sold for the use of a gov-
ernment or governmental agency. Pistols
and revolvers sold to government officers
in their private capacity or for their
private use are not exempt from the tax.
[T. D. 5346, 9 F. R. 28471

§ 302.10 Manufacturer also retailer.
(a) By "customarily sells" is meant a
bona fide practice of selling the same
article at both wholesale and retail, in
substantial quantities, and not mere oc-
casional sales at wholesale, with the bulk
of the business done at retail. Only a
manufacturer who does a legitimate
wholesale and retail business and holds
himself out as a wholesalur as well as a
retailer with respect to the goods sold
will be entitled to compute the tax upon
goods sold at retail on the price for which
like articles are sold by him at wholesale.

(b) It should be noted that the pro-
vision of the law is that the tax in respect
to retail sales shall be computed "on the
price for which like articles are sold" at

§ 302.8



Chapter I-Bureau of Internal Revenue

wholesale. To take advantage of this
provision, therefore, it is necessary that
a manufacturer shall have sold identical
articles both at wholesale and at retail,
in order to arrive at a basis for comput-
ing the tax.

(c) In arriving at the basis of tax on
retail sales, if a manufacturer has but
one regular wholesale selling price or
rate of discount from list, the basis of
tax on all sales, whether wholesale or
retail, is the same; that is, his regular
wholesale selling price.

(d) If a manufacturer sells regularly
at wholesale at two or more rates of dis-
count, it will be necessary for him to
arrive at his average wholesale selling
price to determine the basis of tax on
retail sales; and this must be done by
dividing the sum of the actual wholesale
selling prices of the article in question
by the total number of such articles so
sold, and not by the process of "averag-
ing discounts."

(e) Except as provided in this section,
the basis of tax on retail sales for any
given calendar month shall be the manu-
facturer's actual average wholesale sell-
ing price for the same month. But if the
manufacturer desires to pass the tax on
as such and to bill his customer a definite
amount as tax previous to the determi-
nation of his actual average wholesale
selling price for that month, he may base
the tax on his average wholesale selling
price for the second calendar month pre-
ceding that in which such retail sale is
made, provided no change has been
made in the meantime in his retail list
price; if his retail list price has been
changed, the average wholesale price
determined as aforesaid must be adjusted
accordingly, so that the amount upon
which the tax is based will bear the same
proportion to the retail list price then in
force as the average wholesale price for
the second preceding month bears to the
retail list price then in force.

f) For example, the tax on retail
sales made in June may be based on the
manufacturer's average wholesale selling
price for the same article during the
month of April: Provided, He has made
no change in his retail list price of the
article. If in April his retail list was $15
and his average wholesale price was $10,
and in June his retail list price had been
increased 20 percent, to $18, the average
wholesale price or basis of tax would be
likewise increased 20 percent, to $12.

819596-49-----3

(g) For the purpose of the tax, a
wholesale sale is held to be a sale to a
vendor for resale, or a sale to a consumer
or user in wholesale quantity as distin-
guished from a sale to a consumer or user
at a wholesale price. All sales at whole-
sale are subject to tax on the basis of
the actual selling price of each article
sold. (See § 302.3.)

§ 302.11 Colorable sales. (a) If a
manufacturer sells a taxable article to
a subsidiary corporation at less than the
fair market price obtainable therefor,
the tax shall be based on the selling price
of the subsidiary corporation.

(b) If a manufacturer, through the
device of a selling branch, selling agent,
nominal sale, or in any other manner,
contrives to sell his product to any per-
son (see § 302.2) at less than the fair
market price obtainable therefor, with
the result of benefiting his business or
with the intent to cause such benefit, the
tax from such manufacturer shall be
based on the fair market price obtainable
for such products and not on their nom-
inal selling price, such fair market price
obtainable therefor to be determined by
the commissioner in each instance. If,
however, the relationship is one of prin-
cipal and agent, rather than purchaser
and seller, then the tax attaches on the
price for which sold by the agent and at
the time so sold. (See § 302.7.)

SUBPART B-ADMINISTRATIVE AND GENERAL
PROVISIONS

§ 302.12 Records and return and pay-
ment of tax. (a) Each manufacturer
of any of the articles enumerated must
prepare a monthly return in duplicate on
Form 728 (revised), and pay the taxes
imposed on such articles to the collector
of internal revenue for the district in
which his principal place of business is
located. The original return must be
under oath.

(b) Any return may, if the amount of
the tax covered thereby is not in excess
of $10, be signed or acknowledged before
two witnesses instead of under oath. In-
structions for preparing will be found on
the back of the form.

(c) The original return must be filed
and the tax paid on or before the last
day of each month, covering all trans-
actions of the preceding month, and must
be in the office of the collector or his dep-
uty on or before.the last due date, ex-
cept that when the last day of the month
in which a return and payment are due
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falls on Sunday or a legal holiday, the
return may be filed and payment made
to the collector of internal revenue or his
authorized representative on the next
secular or business day. The duplicate
return shall be retained.

(d) A return must be forwarded to
the collector for each month whether
or not taxable sales have been made.
Where a manufacturer has no tax to re-
port during any month, this fact should
be noted on the return made for that
month. If a manufacturer ceases busi-
ness, the last return should be marked
"Final return."

(e) Branch houses should in general
make reports to the parent house, which
is liable to make monthly returns of the
sales of the branch house. An itinerant
manufacturer should make return and
pay the tax to the collector of the district
where the sales were made.

(f) The books of every person liable
to the tax shall be open at all times for
inspection by examining internal reve-
nue officers. (As to penalties, see
§ 302.13.)

(g) The person responsible for the re-
turn and payment of the tax shall, in
order that returns may be readily
checked and verified by the examining
internal revenue officers, keep such rec-
ords and memoranda as will clearly
show the amounts of the sales of taxable
articles for each month.

(h) Such records must be kept on file
at the taxpayer's principal place of busi-
ness or at some other convenient and safe
location for a period of four years from
the date the tax becomes due. They
shall be kept in such a manner as to be
readily accessible and capable of being
verified on request of internal revenue
officers.

(I) In collecting the excise taxes the
commissioner has the benefit of all exist-
ing internal revenue laws. In aid of the
enforcement of the statute the commis-
sioner may require any person to keep
specified records, to render returns and
statements as directed, to submit himself
and his books to examination, and to
comply with such regulations as may be
prescribed.
[Regs. 47, Oct. 17, 1928, as amended by T. D.
5676, 13 F. R. 7301]

§ 302.13 Ad valorem penalties and in-
terest. (a) Any manufacturer who fails
to file a return within the time prescribed
is liable under section 3612 (d) (1),

I. R. C., to a penalty of 25 percent of the
amount of the tax, unless it is shown that
the failure to file it was due to a reason-
able cause and not to willful neglect. Any
manufacturer who Willfully files a false or
fraudulent return is liable under section
3612 (d) (2), I. R. C., to a penalty of
50 percent of the amount of the tax.
The return must be made on Form 728
(revised), on or beforb the last day of the
month following the month In which the
sale is made, as provided in § 302.12.

(b) The tax shall, without assessment
by the Commissioner or notice from the
collector, be due and payable to the col-
lector at the time fixed for filing the
return. If the tax is not paid when due,
there shall'be added as a part of the tax
interest at the rate of 1 percent a month
from the time when the tax became due
until paid.

(6) In any case where it is found
necessary to make assessment of tax, or
tax, 25 percent penalty, and interest, and
payment is not made within ten days
after Issuance of notice and demand
based on an assessment approved by the
Commissioner, there will attach, in addi-
tion to the foregoing penalties, a 5 per-
cent penalty and interest at the rate of 6
percent per annum on the total assess-
ment. This penalty and the interest are
imposed by section 3655 (b), I. R. C.

§ 302.14 Specific penalties. The spe-
cific penalties provided in sections 2707
(b), (c), and 3793 (b) (1), I. R. C., are
not assessable, but constitute liabilities
which may be imposed upon prosecution
for and conviction of one or more of the
violations enumerated therein. The
penalty provided in section 2707 (a),
I. R. C., may be assessed if the offense
is such that no penalty may be assessed
under section 3612, I. R. C. (see
§ 302.13). The penalties provided are
imposed upon any officer or employee of
a corporation or member or employee of
a partnership who as such officer, em-
ployee, or member is under a duty to
perform the act in respect of which the
violation occurs.

§ 302.15 Credits and refunds. (a) If
a manufacturer overpays the tax due
with one monthly return, or If he over-
collects the tax, he may take credit for
the overpayment or overcollection
against the tax due with a succeeding
return. If he overcollects the tax, he
shall, upon proper application, refund
the overcollection to the person entitled
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thereto, even though such amount has al-
ready been paid over to the collector of
internal revenue and no corresponding
credit has yet been secured. In case a
credit is claimed, a statement shall be
attached to the return setting forth fully
the facts regarding alleged overpayment
or overcollection. In the case of the
overeollection of a tax, no credit for the
amount overcollected shall be allowed
until the manufacturer making the over-
collection submits a statement showing
that the tax in each case so overcollected
has been returned to the person making
the overpayment, that no claim for a re-
fund of any part of such amount has
been filed with the collector or commis-
sioner on behalf of any person who paid
such amounts, and a complete list of such
persons. It should be noted that a credit
may be taken under section 2703 (a),
I. R. C., only in the case of overpayment
or overcollection, as distinguished from
an illegal or erroneous payment or collec-
tion. A complete and detailed record of
such overpayments must be kept by the
taxpayer for a period of at least 4 years
from the date the credit is taken.

(b) In all cases where a tax has been
collected or paid and such collection or
payment is alleged to be illegal or er-
roneous, it will be necessary for the per-
son so paying the tax to file claim for re-
fund on Treasury Department Form 843.
[Regs. 47, Oct. 17, 1928, as amended by T. D.
5676, 13 F. R. 7301]

§ 302.16 Sales for export. (a) The tax
does not attach to the sale of an article
which is sold for export by the manu-
facturer and in due course so exported.
An article may be sold for export but
never exported or not exported in due
course. Also, an article may be exported
in due course by the purchaser, although
not sold for export. In order to be
exempt from tax, however, it is neces-
sary that the article be both sold for ex-
port by the manufacturer and in due
course so exported.

(b) An article will be regarded as
having been sold for export if the manu-
facturer has in his possession at the
time that title passes or of shipment
(whichever is prior) (1) an order or con-
tract of sale or document incidental
thereto showing in writing that the
manufacturer is to ship the article direct
to a foreign destination; or (2) where
the delivery is to be made to the pur-
chaser or his agent within the United
States, a certificate from such purchaser

or agent, as the case may be, showing
(I) that the article is purchased either
to fill a firm order then held by such
purchaser requiring shipment to a for-
eign destination, or for shipment (or
transportation) by him in due course to
himself or to his agent or to his principal
in a foreign country, or that the article
is purchased to fill future orders calling
for shipment thereof by the purchaser
direct to a foreign destination, and (ii)
that the article will be transported to a
foreign destination in due course prior
to use, resale, or further manufacture
within the United States.

(c) In these cases the manufacturer,
for a period of 12 months from the date
when title passes or of shipment (which-
ever is prior), is excused from filing re-
turns for the articles so sold. This
temporary exemption becomes perma-
nent upon the manufacturer's attaching
to such order, contract, or certificate
before the expiration of such period of
12 months due proof of exportation. (See
§ 302.17.) On the other hand, if within
such period of 12 months the manufac-
turer has not received and attached to
such order or contract such "proof of
exportation," then the temporary ex-
emption ceases and the manufacturer
shall include a tax on the sale of such
article in his return for the month in
which such period of 12 months expires.
The order or contract of sale and cer-
tificate and the "proof of exportation"
must be preserved by the manufacturer
in such a way as to be readily accessible
for inspection by internal revenue offi-
cers. No sale shall be considered to be
exempt from tax under section 2705,
I. R. C., unless its character as an export
sale has been established in accordance
with the provisions of this section.

NOTE: Treasury Decision 5536, Sept. 10,
1946, 11 F. R. 10282, provides in part as fol-
lows: "On and after October 1, 1946, the pro-
cedure outlined in §§ 302.16 and 302.17 shall
be followed with respect to sales by manu-
facturers and producers of the articles enu-
merated in Chapters 25 and 29 of the Internal
Revenue Code, when such articles are sold to
foreign governments for export."

§ 302.17 Proof of exportation. (a)
By the term "proof of exportation" is
meant a statement of the exporter (who,
if not the manufacturer, must be the pur-
chaser from the manufacturer or an
agent of one or the other) containing the
following information: (1) The name
and address of manufacturer; (M) the
name and address of the exporter; (3)
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whether exporter is acting in his own
behalf or as agent, and if agent, name of
principal; (4) a brief description of the
article; (5) the date upon which the
article was delivered to a carrier for
transportation beyond the limits of the
United States (or if not transported by
carrier the actual date and manner of
transportation out of the United States) ;
(6) the name of carrier issuing export
bill of lading, and if a carrier by sea, the
name of vessel carrying the article and
date of departure from United States;
(7) destination of article; (8) statement
that the article was in fact exported in
due course prior to use, resale, or fur-
ther manufacture within the United
States.

(b) Where the manufacturer is the ex-
porter there may be attached to the orig-
inal contract or order as proof of
exportation, in lieu of the statement pro-
vided for in paragraph (a) of this sec-
tion; (1) a copy of export bill of lading,
or (2) a certificate by the agent or rep-
resentative of the export carrier showing
exportation of the article, or (3) certi-
ficate of mailing, where the article was
shipped by parcel post. Where the ex-
portation is accomplished by a person
other than the manufacturer, the ex-
porter must carefully preserve in his own
files a copy of export bill of lading or
other shipping document and all other
papers bearing on the transaction, read-
ily accessible for inspection by any au-
thorized official of the United States.

(c) Where the exportation Is accom-
plished by a person other than the man-
ufacturer, the statement required In
paragraph (a) of this section, may cover
all the articles received from the manu-
facturer upon any one contract or ship-
ment, whether exported on different
dates or shipped to different consignees.

(d) In any case where the manufac-
turer does not have in his possession,
within the 12-months' period, proof of
exportation as outlined herein, the man-
ufacturer must pay the tax. Whenever
proper proof of exportation Is available,
claim for refund of the amounts so paid
may be filed.
[Regs. 47, Oct. 17, 1928, as amended by T. 1D.
5676, 13 F, R. 73011

NOTr: See note to § 302.16.

§ 302.18 Shipments to possessions of
the United States. The same rulings as
relate to sales for export and proof of
-exportation will apply to sales for ship-
.ment to a possession of the United States
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and in due course so shipped. (See
§§ 302.16, 302.17.) (See § 302.19 with
reference to shipments to the Virgin
Islands, Puerto Rico, and the Philip-
pines.)

§ 302.19 Trade with the Virgin Is-
lands, Puerto Rico, and the Philippines.
A sale which results in the shipment of
articles Into the United States from the
Virgin Islands is taxable to the same ex-
tent as a sale of articles within the
United States. Articles going into the
Virgin Islands from the United States
are free from tax in the United States.
The same rules apply to trade with
Puerto Rico and the Philippine Islands.
(See § 302.18 for shipments to other pos-
sessions of the United States, such as the
Canal Zone, Guam, etc.)

§ 302.20 Payment of tax by uncertified
checks. Collectors may accept uncerti-
fled checks in payment of excise taxes,
provided such checks are collectible at
par-that is, for their full amount, with-
out any deduction for exchange or other
charges. The collector will stamp on
the face of each check before deposit
the words, "This check is in payment of
an obligation to the United States and
must be paid at par. No protest," with
his name and title. The day on which
the collector receives the check will be
considered the date of payment so far
as the taxpayer Is concerned, unless the
check is returned dishonored. If one
check Is remitted to cover two or more
persons' taxes, the remittance must be
accompanied by a letter of transmittal
stating (a) the name of the drawer of
the check; (b) the amount of the check;
(c) the amount of any cash, money or-
der, or other instruments included in
the same remittance; (d) the name of
each person whose tax is to be paid by
the remittance; (e) the amount of the
payment on account of each person; and
(f) the kind of tax paid.

§ 302.21 Procedure with respect to
dishonored checks. If the bank on
which any such check is drawn should
refuse to pay It at par, the check should
be returned through the depositary bank
and be treated in the same manner as a
bad check. All expenses incident to the
attempt to collect such a check and the
return of it through the depositary bank
must be paid by the drawer of the check
to the bank 6n which it is drawn, since
no deduction can be made from amounts
received In payment of taxes. If any tax-

§ 302.18



Chapter I-Bureau of Internal Revenue

payer whose check has been returned un-
collected by the depositary bank should
fail at once to make the check good the
collector should proceed to collect the tax
as though no check had been given. A
taxpayer who tenders a certified check
in payment for taxes is also not released
from his obligation until the check has
been paid. (See section 3656, I. R. C.)

§ 302.22 When fractional part of cent
may be disregarded. In the payment of
taxes, a fractional part of a cent may be
disregarded unless it amounts to one-
half cent or more, in which case it shall
be increased to 1 cent.

§ 302.23 Misrepresentation of tax. If
a manufacturer or other vendor mis-
represents the tax, he is guilty of a mis-
demeanor and is liable to a fine of $1,000
and to imprisonment for a year. This
provision is designed, among other
things, to prevent a vendor adding more
than the amount of the tax to the price
of an article and representing that the
increase is due to the tax.

Part 305-Tax on Playing Cards
Subpart A-4General

Sec.
305.1 Meaning of terms used.
305.2 Authority to enter premises.

Subpart B-Manufacturers of Playing Cards
305.5 Manufacturer defined.
305.6 Manufacturer to register.
305.7 Manufacturer's monthly return.
305.8 Tax on playing cards.
305.9 Stamps for payment of tax.
305.10 Use of order forms for stamps.
305.11 Affixing stamps.
305.12 Cancellation of stamps.
305.13 Penalty for removing playing cards

for sale or consumption without
payment of tax.

305.14 Penalty for removing or reusing play-
ing card stamps.

305.15 Penalty and forfeiture for removing,
exposing, or concealing playing
cards without affixing stamps.

305.16 Penalty and forfeiture for removing,
altering, and fraudulently using
playing card stamps.

305.17 Commissioner's duty to assess omit-
ted taxes.

305.18 Abandoned or forfeited playing cards.

Subpart C-The Importation, Reimportation, Ex-
portation of Playing Cards, and Tax-Free With-
drawal Thereof for Use of the United States

305.19 Imported playing cards.
305.20 Reimported playing cards.
305.21 Exportation of playing cards.
305.22 Withdrawal of playing cards for use

of United States.

AUTHORrry: §§ 305.1 to 305.22 issued under
53 Stat. 467; 26 U. S. C. 3791. Interpret or
apply 53 Stat. 199, as amended; 26 U. S. C.
1807.

SoURcE: §§ 305.1 to 305.22 contained in
Regulations 66, Aug. 9, 1933, except as noted
following sections affected.

SUBPART A-GENERAL
§ 305.1 Meaning of terms used. The

word "person" may extend to and in-
clude a partnership, association, com-
pany, or corporation, as well as a natural
person. The word "company" or "asso-
ciation" when used in reference to a cor-
poration embraces the word "successors
or assigns of such company or associa-
tion," the same as if such words or words
of similar import were expressed. Words
in the singular number or masculine
gender may extend to and be applied to
several persons or things or to females,
and similarly the plural number may in-
clude the singular. The requirement of
an "oath" will be complied with by af-
firmation in judicial form.
[Redesignation noted at 14 F. R. 51991

§ 305.2 Authority to enter premises.
(a) The right to enter in the daytime
any building or place where any article
or objects subject to tax are made, pro-
duced, or kept, so far as it may be neces-
sary for the purpose of examining said
articles or objects, is given the collector,
deputy collector, or inspector within his
district, and any internal-revenue agent
whose employment is authorized by sec-
tion 3601, I. R. C. See also section 3614,
I. R. C. When such premises are open at
night such officers may enter them while
open in the performance of their official
duties. If the owner of such building
or place, or person in charge, refuses to
admit such officer or to permit him to
examine such articles or objects, appli-
cable penalties will be invoked. The
above right to enter certain premises
does not extend to private homes where
it is believed a fraud upon the revenue
is being committed, which may be en-
tered only under authority of a search
warrant.

(b) A search warrant can not be is-
sued but upon probable cause, supported
by affidavit, naming or describing the
person and particularly describing the
property and the place to be searched
(18 U. S. C. 3105, 3109). (For authority
for issuance of search warrants in Inter-
nal-revenue cases, see section 3602,
I. R. C.)
[Redesignation noted at 14 F. R. 51991
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SUBPART B-MANUFACTURERS OF PLAYING
CARDS

§ 305.5 Manufacturer defined. (a) A
manufacturer of playing cards is (1) one
who manufactures playing cards for
sale or consumption; (2) one who packs
or repacks playing cards for sale; (3)
one who offers or exposes for sale packs
of playing cards, either domestic or im-
ported, without the use of the proper
stamps denoting payment of the tax
thereon.

(b) The person who cuts playing cards
from large lithographed sheets and fin-
ishes them is regarded as the manufac-
turer thereof and not the lithographer.

(c) A person who cleans, gilds, reas-
sembles, or repacks playing cards pre-
viously tax paid is deemed a manufac-
turer of playing cards and subject to all
the liabilities thereof.

(d) A club which resells packs of cards
on which the stamps have been broken
incurs liability as a manufacturer of
playing cards and must restamp each
package so sold.

§ 305.6 Manufacturers to register.
Every manufacturer of playing cards
shall register with the collector for the
district his name or style, place of resi-
dence, trade or business, and the place
where such business is carried on, and
failure to register as provided in this
section and r.,71ired shall subject such
person to a penalty of $50 (sec. 1831 (b),
(c), I. R. C.). To register as required
Form 277 should be modified and used.
The collector receiving a return for regis-
try from one intending to engage in the
manufacture of playing cards will issue
to every such person or persons so reg-
istered a certificate of registry on Form
382, which should be conspicuously
posted in his place of business.

§ 305.7 Manufacturer's monthly re-
turn. (a) Every manufacturer or im-
porter of playing cards must furnish to
the collector of his district not later than
the 10th day of each month an accurate
return, under oath, on Form 749, in du-
plicate, of the following transactions in
packs of playing cards during the pre-
ceding month: The number on hand at
the beginning of the month; the number
manufactured during the month; the
number removed tax-paid and for export
during the month; the number on hand
at the end of the month; and the values
of all stamps purchased and used during
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the month. Blanks, Form 749, are fur-
nished by collectors of internal revenue.

(b) A return on Form 749 must be sub-
mitted each month to date of closing.
Any stock of playing cards on hand when
the business is discontinued must be ac-
counted for on monthly returns. Both
copies of the return for the last month
must be marked "Final returns."

§ 305.8 Tax on playing cards. (a) On
and after October 1, 1941, the rate of tax
on playing cards is 13 cents per pack con-
taining not more than 54 cards. Each
additional 54 cards or fraction thereof
in a pack constitutes a new pack on
which tax must be paid. For example,
if a pack contains 120 cards it must be
considered as constituting three packs,
two packs of 54 cards and one pack of 12
cards, and each such pack is subject to
tax at the rate in effect when liability is
incurred.

(b) The tax on playing cards accrues
upon removal from the factory or place
where made, or upon sale prior to such
removal, and is to be paid by the manu-
facturer thereof by the affixing of stamps
before removal. (See § 305.5, defining a
manufacturer of playing cards, and
§ 305.11, relative to affixing stamps.)

(c) The tax applies to ordinary play-
ing cards such as are used in playing
games of skill or chance such as "poker,"
"euchre," "pinochle," and the like, and
to cards that may be used in lieu of
ordinary playing cards. Cards for the
game of "authors," so called, and the like,
differing wholly from ordinary cards, are
not subject to tax.

(d) Miniature playing cards, playing
cards with advertising matter printed
thereon, and so-called "fortune-telling,"
"magic," or "trick" decks composed
wholly or in part of playing cards or
cards that may be used in lieu of playing
cards are all subject to the tax.

(e) Where packages of playing cards
are sent out from the factory duly
stamped and are thereafter opened and
stamp broken, the cards cannot be re-
turned to the packages and sold under a
broken stamp; a new stamp must be
affixed to each package and duly can-
celed.

(f) If cards are reassembled from
packs on which tax has been paid, each
deck must show the requisite stamp.
[Regs. 66, Aug. 9, 1933, as amended by T. D.
5080, 6 F. R. 5109]
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§ 305.9 Stamps for payment of tax.
Stamps have been prepared pursuant to
law for payment of the tax on playing
cards, and have been furnished to col-
lectors for sale only to such manufac-
turers as have registered as required by
law and to importers of playing cards.

§ 305.10 Use of order forms for stamps.
Manufacturers must use Form 218 in or-
dering playing card stamps. This form
is printed by the Government only and
furnished to collectors for distribution.
Each such order form must be accom-
panied by the proper remittance for the
full amount of the order. Unless other-
wise directed, stamps will be sent by or-
dinary mail at the risk of the purchaser.
If ordered to be sent by registered mail,
the order must be accompanied by 15
cents additional to pay registry fee.
Stamps will also be forwarded by ex-
press at the expense of the taxpayer.

§ 305.11 Affixing stamps. (a) Each
pack of playing cards, except as pro-
vided in this section, shall, prior to sale,
or before removal from the place where
manufactured, packed, reassembled, or
repacked, have securely affixed thereto
proper internal-revenue stamp or stamps
of such denomination as will cover fully
the tax thereon. Such stamp or stamps
shall be affixed in such manner as to seal
the pack and to necessitate the stamp or
stamps being torn in two pieces when the
pack is opened.

(b) Where playing cards are packed in
leather, plush, celluloid, ornamental, or
metal cases, the stamps denoting pay-
ment of the tax thereon may be affixed to
inside wrappers instead of to the cases
proper, provided one of the following
methods of packing and stamping is
used:

(1) Paper bands not less than one-
half inch wide must be extended around
the entire pack of cards, both the long
and short way, and securely fastened to-
gether with paste or mucilage at the in-
tersection on the back of the pack so that
the pack cannot be separated without
breaking the bands. The internal-rev-
enue stamp must be affixed to the pack
in such manner that it will adhere partly
to one of the bands and partly to the
back of the top card so that removal of
the bands will necessitate tearing the
stamp in two. If desired, an extra blank
card may be placed on top of the pack
for the purpose of attaching a part of
the stamp thereto.

(2) The package of cards must be
completely wrapped with paper, securely
sealed with paste or mucilage, and the
internal-revenue stamp affixed across
the place where the wrapper is sealed in
such manner as to necessitate tearing
the stamp in two when the cards are re-
moved from the wrapper.

§ 305.12 Cancellation of stamps. (a)
Each stamp affixed to a package of play-
ing cards must be canceled by writing or
printing in ink across the face of the
stamp the initials of the manufacturer.

(b) Every person who fraudulently
makes use of an adhesive stamp to de-
note payment of the tax on playing cards
without canceling the stamp as above
provided shall forfeit the sum of $50.

§ 305.13 Penalty for removing playing
cards for sale or consumption without
payment of tax. Whenever any person
makes, prepares, and sells or removes for
consumption or sale, playing cards,
whether of domestic manufacture or im-
ported, upon which a tax is imposed by
law, without affixing thereto an adhesive
stamp denoting the tax before men-
tioned, he shall incur a penalty of $50 for
every omission to affix such stamps.
Whoever manufactures or imports and
sells, or offers for sale, or causes to be
manufactured or imported and sold, or
offered for sale, any playing cards, with-
out the full amount of tax being duly
paid, is guilty of a misdemeanor and upon
conviction thereof shall pay a fine of not
more than $100 for each offense (sec. 1820
(b), I. R. C.).

§ 305.14 Penalty for removing or re-
using playing card stamps. Every man-
ufacturer or maker of playing cards who,
after the same are made, and the par-
ticulars hereinbefore required as to
stamps have been complied with, takes
off, removes, or detaches, or causes, or
permits, or suffers to be taken off, or re-
moved, or detached, any stamp, or who
uses any stamp, or any wrapper or cover
to which any stamp is affixed, to cover
any other article or commodity than that
originally contained in such wrapper or
cover with such stamp when first used,
with the intent to evade the stamp du-
ties, shall, for every such article, re-
spectively, in respect of which any such
offense is committed, be subject to a pen-
alty of $50, to be recovered together with
the costs thereupon accruing; and every
such article or commodity as aforesaid
shall also be forfeited.
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305.15 Penalty and forfeiture for
removing, exposing, or concealing playing
cards without affixing stamps. Every
maker or manufacturer of playing cards
who, to evade the tax or duty chargeable
thereon, or any part thereof, sells, ex-
poses for sale, sends out, removes, or
delivers any playing cards before the duty
thereon has been fully paid, by affixing
thereon the proper stamp, as provided by
law, or who, to evade as aforesaid, hides
or conceals, or causes to be hidden or
concealed, or removes or conveys away,
or deposits, or causes to be removed or
conveyed away from or deposited in any
place, any such article or commodity,
shall be subject to a penalty of $50, to-
gether with the forfeiture of any such
article or commodity.

§ 305.16 Penalty and forfeiture for re-
moving, altering, and fraudulently using
playing card stamps. Whoever:

(a) Fraudulently cuts, tears, or re-
moves from any vellum, parchment,
paper, instrument, writing, package, or
article, upon which any tax Is imposed
by chapter 11, I. R. C., any adhesive
stamp or the impression of any stamp,
die, plate, or other article, provided,
made, or used In pursuance of that title;

(b) Fraudulently uses, joins, fixes, or
places to, with, or upon any vellum,
parchment, paper, Instrument, writing,
package, or article, upon which any tax
Is imposed by that title, (1) any adhesive
stamp, or the impression of any stamp,
die, plate, or other article, which has been
cut, torn, or removed from any other
vellum, parchment, paper, instrument,
writing, package, or article, upon which
any tax is imposed by that title; or (2)
any adhesive stamp or the impression of
any stamp, die, plate, or other article of
insufficient value; or (3) any forged or
counterfeited stamp, or the impression of
any forged or counterfeited stamp, die,
plate, or other article;

(c) Willfully removes, or alters the
cancellation, or defacing marks of, or
otherwise prepares, any adhesive stamp,
with intent to use, or cause the same to be
used, after it has been already used, or
knowingly or willfully buys, sells, offers
for sale, or gives away, any such washed
or restored stamp to any person for use,
or knowingly uses the same;

(d) Knowingly and without lawful ex-
cuse (the burden of proof of such excuse
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being on the accused) has in possession
any washed, restored, or altered stamp,
which has been removed from any vellum,
parchment, paper, instrument, writing,
package, or article;
is guilty of a misdemeanor, and upon
conviction shall be punished by a fine of
not more than $1,000 or by imprisonment
for not more than 5 years, or both, and
any such reused, canceled, or counter-
feit stamp and the vellum, parchment,
document, paper, package, or article
upon which it is placed or impregsed shall
be forfeited to the United States (sec.
1823, I. R. C.).

§ 305.17 Commissioner's duty to as-
sess omitted taxes. The law makes it the
duty of the Commissioner, upon satis-
factory proof, to estimate the amount of
tax omitted to be paid whenever any
manufacturer of playing cards sells or
removes for sale any playing cards liable
to payment of tax by stamps, without the
use of the proper stamps, and to make an
assessment therefor and to certify the
same to the collector of the district for
collection. Such assessment must be
made within four years from the date
when the tax became due, except that in
the case of a willful attempt in any man-
ner to defeat or evade tax, assessment
may be made at any time. Assessments
will be predicated upon prima facie evi-
dence of the sale or removal of playing
cards by manufacturers without the use
of the proper stamps obtained and re-
ported by deputy collectors or other in-
ternal-revenue officers, or from other
facts and circumstances reported by such
officers. The tax so assessed shall be in
addition to the penalties imposed by law
for such sale or removal.

§ 305.18 Abandoned or forfeited play-
ing cards. All playing cards which have
been abandoned, forfeited, or seized
under warrant of distraint, and which
are sold by order of court or of any Gov-
ernment officer for the benefit of the
United States, or by a sheriff, constable,
or other municipal officer under any writ,
execution, or process or order of any
court, shall, before delivery by such of-
ficer, be properly packed and have the
requisite stamps affixed and canceled.
With reference to the procurement and
cancellation of stamps in cases of sales
referred to in this section, instructions
will be given as to the procedure accord-
ing to the facts In the individual case.
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SUBPART C-THE IMPORTATION, REIMPORTA-
TION, EXPORTATION OF PLAYING CARDS, AND
TAX-FREE WITHDRAWAL THEREOF FOR USE OF
THE UNITED STATES

§ 305.19 Imported playing cards-(a)
Liability to tax. On and after October
1, 1941, playing cards imported from for-
eign countries must be tax-paid at the
rate of 13 cents per pack of not more
than 54 cards. Such tax is in addition
to any import duty and must be paid by
affixing the required stamps prior to re-
lease of the cards from customs custody.

(b) Purchase of stamps. Stamps for
the tax payment of imported playing
cards will be sold to the owner or con-
signee of such merchandise by the col-
lector of internal revenue of the district
in which is located the office of the col-
lector of customs where the customs en-
try is filed, and only upon requisition
therefor (Form 923) duly executed by
an authorized customs officer. (See
§ 305.10 for details other than the form
to be used in making the order.)

(c) Stamping and canceling stamps.
Internal-revenue stamps shall be affixed
by the owner or consignee of imported
playing cards while they are in the cus-
tody of the proper customs officer, and
such cards shall not pass out of the cus-
tody of such officer until the requisite
stamps are affixed and canceled. The
method of affixing stamps to domestic
playing cards prescribed in § 305.11 is
hereby made applicable to imported
playing cards. Each stamp so affixed
must be canceled by writing or printing
in ink across the face of the stamp the
initials of the owner or consignee and
the date on which the stamp was affixed..
[Regs. 66, Aug. 9, 1933, as amended by T. D.
5080, 6 F. R. 5109]

§ 305.20 Reimported playing cards.
When playing cards produced in the
United States which have been duly ex-
ported without payment of tax are reim-
ported, they are liable to customs duty,
equal to the tax imposed by the internal-
revenue laws upon such product. All
packs of reimported playing cards must
have customs inspection stamps affixed
to denote payment of duty thereon.
Such packages are not required to have
internal-revenue stamps affixed.

§ 305.21 Exportation of playing cards.
(a) The regulations relating to exporta-
tion of playing cards without the pay-
ment of tax under the above section of
law are prescribed in Part 451 of this
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chapter. Copies thereof may be obtained
from collectors of internal revenue or
from the office of the Commissioner of
Internal Revenue. Packs of cards sent
abroad even as samples must comply
with all the provisions of law and regu-
lations relating to the exportation of
playing cards. No provision has been
made by law for allowance of drawback
on playing cards exported tax-paid.

(b) Playing cards withdrawn free of
tax for export must be consigned by the
manufacturer in care of the collector of
customs at the port of export, and under
no circumstances shall such cards be con-
signed by the manufacturer to another
manufacturer or dealer or exporter not-
withstanding such other manufacturer
or dealer or exporter intends to export
the cards so removed. Exportation of
playing cards in every instance must be
made direct from the factory without any
stoppage in transit.

§ 305.22 Withdrawal of playing cards
for use of United States. The regula-
tions governing the withdrawal of play-
ing cards free of tax for use of the United
States are prescribed in Part 450 of this
chapter. Copies thereof may be obtained
from collectors of internal revenue or
from the office of the Commissioner of
Internal Revenue.

Part 306-Processing Tax on
Certain Oils

Subpart A [Reserved]

Sec.
306.1

Subpart B-Deflnitions

Definitions.

Subpart C-Processing Tax

306.2 Nature of the tax.
306.3 Imposition of the tax.
306.4 When tax attaches.
306.5 Measure of the tax.
306.6 Rate of tax.
306.7 Liability for the tax.
306.8 Records.
306.9 Returns.
306.10 Payment of the tax.
306.11 Fractional part of a cent.
306.12 Interest.

Subpart D-Exportation
306.13 Processing for export.
306.14 Refund on articles exported.
306.15 Proof of exportation.

Subpart E-Existing Contracts

306.16 Scope of subpart.
306.17 Liability for tax under existing con-

tracts.
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Sec.
306.18 Collection by vendor from vendee;

refunds; records.

Subpart F-Miscellaneous Provisions
306.19 Credit and refund.
306.20 Refunds and credits on articles sold

to States or political subdivisions
thereof.

306.21 Penalties.
306.22 Misrepresentation of tax.
306.23 Jeopardy assessment.
306.24 Closing agreements.

AuTHORITy: §§ 306.1 to 306.24 issued under
53 Stat. 467; 26 U. S. C. 3791. Interpret or
apply 53 Stat. 264, as amended; 26 U. S. C.
2470.

SOURCE: §§ 306.1 to 306.24 contained in Reg-
ulations 48, Aug. 17, 1934, except as noted
following sections affected.

NOTE: For the suspension of additional
processing tax on certain coconut oil, see
Proclamation 2693, 3 CPR 1946 Supp.

SUBPART B-DEFINITIONS

§ 308.1 Definitions. When used In
this part, the term:

(a) [Reserved]
(b) Tax. Tax means the processing

tax imposed by section 2470, I. R. C.
(c) Person. Person includes an in-

dividual, a corporation, a partnership, a
trust or estate, a joint-stock company,
an association, or a syndicate, group,
pool, joint venture, or other unincor-
porated organization or group, through
or by means of which any business, fi-
nancial operation, or venture is carried
on. It includes a guardian, committee,
receiver, assignee for the benefit of cred-
itors, conservator or any person acting
in a fiduciary capacity.

(d) United States. United States in-
cludes only the States, the Territories of
Alaska and Hawaii, and the District of
Columbia.

(e) Secretary; Commissioner; col-
lector. Secretary means the Secretary
of the Treasury; Commissioner, the
Commissioner of Internal Revenue; and
collector, a collector of internal revenue.

(f) Taxpayer. Taxpayer means any
person subject to liability for the tax
imposed by section 2470, I. R. C.

(g) Oil or oils-(1) For the period
11:40 a. m., eastern standard time, May
10, 1934, to 12:00 midnight, eastern
standard time, August 20, 1936. During
the period 11:40 a. in., eastern standard
time, May 10, 1934, to 12:00 midnight,
eastern standard time, August 20, 1936,
"oil or oils" means coconut oil, sesame
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oil, palm oil, palm kernel oil, sunflower
oil, or any combination or mixture con-
taining a substantial quantity of any one
or more of such oils with respect to any
of which oils there has been no previous
first domestic processing.

(2) For the period beginning with
12:01 a. m., eastern standard time, Au-
gust 21, 1936. For the period beginning
with 12:01 a. m., eastern standard time,
August 21, 1936, "oil or oils" means coco-
nut oil, palm oil, palm kernel oil, fatty
acids derived from any of the foregoing
oils, salts of any of the foregoing
(whether or not such oils, fatty acids, or
salts have been refined, sulphonated, sul-
phated, hydrogenated, or otherwise proc-
essed), or any combination or mixture
containing a substantial quantity of any
one or more of such oils, fatty acids, or
salts. The term also includes sesame
oils, sunflower oil (or any combination
or mixture containing a substantial
quantity of sesame oils, or sunflower oil),
if such oil or such combination or mix-
ture or such oil contained therein was
imported into the United States prior to
12:01 a. m., eastern standard time, Au-
gust 21, 1936. It should be noted that
fatty acids and salts of sesame oil or
sunflower oil Imported prior to the
above-mentioned time and date are not
included.

(3) "Combination or mixture" and
"substantial quantity." "Combination
or mixture" means an article in the for-
mation of which any of the oils have been
blended, conjoined, united, admixed,
combined, amalgamated, embodied or
merged, either by chemical or mechan-
ical means, with or without the presence
of any other substance, and which re-
tains a substantial portion (10 percent
or more) of substantially all the essential
components of any of the oil or oils en-
tering into such combination or mixture.
It includes articles in which any of the
oil or oils have been subjected to pre-
liminary processing outside the United
States or before the effective date, or
both, and in which substantially all of
the components of such oil or oils are
present, even though the oils themselves
may no longer exist as such. "Substan-
tial quantity" means 10 percent or more,
by weight, of the combination or mixture.

(h) Fatty acids. "Fatty acids", for
the purposes of this act, are those organic
acids found in the free or combined state
in coconut oil, palm oil, or palm kernel
oil.

§ 306.1
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(i) Salts. "Salts", for the purposes of
this act, are those compounds formed by
the interaction of fatty acid, free or
combined, of coconut oil, palm oil, or
palm kernel oil, with a metal or metal-
like substance or an organic radical.

(j) Article processed wholly or in chief
value from an article with respect to
which a tax is imposed. "Article proc-
essed wholly or in chief value from an
article with respect to which a tax is
imposed" means any article made en-
tirely from oil or oils, or any article made
of two or more components, the oil or
oils constituting a component having a
value greater than that of any other
component. An article Is made from an
oil or oils when the oil or oils, or any
of their processed forms, have been used
in making the article. In determining
the value of the oil or oils as a compo-
nent, the combined values of the oil or
oils, and of every processed form thereof
used in making the article, shall be the
value of the oil or oils as a component.

(k) [Reserved]
(I) Processing. "Processing" means

the use of the oil or oils in the manufac-
ture or production of an article intended
for sale.

(m) Use. "Use" has a very broa d
meaning. The term includes, among
other things, the using or making use of,
or employing, any one or more of the
oils, or any combination or mixture of
the oils. In any process, or stage or step
In the manufacture or production of an
article intended for sale, and includes
the manufacture or production of such
article in its entirety, whether such oil
is used as a component or constituent
or ingredient of the article, or is used
merely as a means or aid in the manu-
facture or production of the article, and
not as a component or constituent or in-
gredient. Examples which are in no
measure all-inclusive of the use contem-
plated are:

(1) Bleaching, neutralizing, refining,
deodorizing, hydrogenating, sulphonat-
ing, "twitchellizing," polymerizing, sa-
ponifying, or any other commercial
processing or any combination of these
commercial processings, if such process
or combination of processes produces an
article intended for sale.

(2) The entire process of manufac-
ture or production of an article intended
for sale, where any one or more of the

above-enumerated processes are but
incidental steps or stages in a continuous
course of manufacture or production of
the article.

(3) The manufacture or production of
an article intended for sale from an oil
or oils upon which any of the processes
enumerated in subparagraph (1) of this
paragraph have been performed either
(I) prior to the Importation of the par-
ticular oil, or (ii) prior to the effective
date of the act.

(4) The use of the oil or oils In con-
nection with any process or stage of the
manufacture or production of an article
intended for sale, even though the oil
is not consumed therein or does not
become a component material of the ar-
ticle so produced. The tax does not
apply to the use of palm oil, (i) in the
manufacture of tin plate, (ii) on or after
July 1, 1938, in the manufacture of terne-
plate, or (ili) on or after November 1,
1942, in the manufacture of iron or steel
products. Likewise the tax does not ap-
ply to any use on or after July 1, 1938,
of palm oil residue resulting from the
use of such oil in the manufacture of tin
plate, or terneplate, or to any use on or
after November 1, 1942, of palm oil res-
idue resulting from the use of such oil
in the manufacture of iron or steel prod-
ucts.

(n) First domestic processing. "First
d9mestlc processing" means the first use
in the United States on or after the ef-
fective date of the act. At all times in
this part, the term processing or first do-
mestic processing will be deemed to be
synonymous with "use" or "first use in
the United States on or after the effective
date", respectively, and will include the
meanings implied in the latter terms by
subparagraph (m) of this section.

(o) Processor. "Processor" is any per-
son who does the "first domestic proc-
essing."

(p) Exportation. "Exportation"
means the severance of an article from
the mass of things belonging within the
United States with the intention of unit-
ing it with the mass of things belonging
within some foreign country or within a
possession of the United States.

(q) Exporter. "Exporter" means the
person named as shipper or consignor in
the export bill of lading.

(r) Includes and including. "Includes
and including," when used in a state-
ment contained in this part, sball not be
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deemed to exclude other things otherwise
within the meaning of such statement.
[T. D. 4695, 1 F. R. 1564, as amended by T. D.

5179, 7 F. R. 9070]

SUBPART C-PROCESSING TAX

§ 306.2 Nature of the tax. The tax
is an excise, not a property tax, nor an
import tax. It is laid not upon the oils
as such, or upon the sale of such oils, or
upon the importation of such oils, but
only upon their use in the manufacture
of an article intended for sale.
[T. D. 4695, 1 F. R. 15661

§ 306.3 Imposition of the tax -(a)
For the period 11:40 a. m., eastern stand-
ard time, May 10, 1934, to 12:00 mid-
night, eastern standard time, August 20,
1936. During the period 11:40 a. m.,
eastern standard time, May 10, 1934, to
12:00 midnight, eastern standard time,
August 20, 1936, tax is imposed on the
first domestic processing of coconut oil,
palm oil, palm keriiel oil, sesame oil, sun-
flower oil; or any combination or mixture
of such oils.

(b) For the period beginning with
12:01 a. m., eastern standard time, Au-
gust 21, 1936. (1) Beginning with 12:01
a. m., eastern standard time, August 21,
1936, tax is imposed on the first domestic
processing of coconut oil, palm oil, palm
kernel oil, fatty acids and salts derived
from such oils as well as combinations or
mixtures of such oils, fatty acids, or salts.
However, tax shall not be imposed on any
fatty acid or salt (i) resulting from a
first domestic processing of coconut oil,
palm oil, or palm kernel oil upon which
tax has been paid under section 602Y2
of the Revenue Act of 1934, as amended,
or (ii) upon which an import duty has
been paid under section 601 (c) (8) of
the Revenue Act of 1932, as amended.

(2) Beginning with 12:01 a. m., east-
ern standard time, August 21, 1936, no
tax shall be imposed with respect to a
combination or mixture of coconut oil,
palm oil, palm kernel oil, fatty acid, or
salt of such oils where such oil, fatty
acid, or salt has (i) previously been sub-
jected to tax under section 6021/2 of the
Revenue Act of 1934, as amended, or (ii)
been subjected to the import tax imposed
under section 601 (c) (8) of the Revenue
Act of 1932, as amended.

(3) The tax shall apply to sesame oil,
sunflower oil, or any combination or mix-
ture of sesame oil or sunflower oil, if such
oil, combination or mixture, or the oil
contained in such combination or mix-
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ture was imported prior to 12:01 a. m.,
eastern standard time, August 21, 1936.

(c) Exception. No tax is imposed on
the use of palm oil, (1) in the manufac-
ture of tin plate, (2) on or after July 1,
1938, In the manufacture of terne plate,
nor, (3) on or after November 1, 1942,
In the manufacture of iron or steel prod-
ucts. Likewise no tax is imposed on any
use on or after July 1, 1938, of palm oil
residue resulting from the use of palm oil
in the manufacture of tin plate or terne-
plate, nor to any use on or after Novem-
ber 1, 1942, of palm oil residue resulting
from the use of palm oil in the manufac-
ture of Iron or steel products.
[T. D. 4695, 1 P. R. 1566, as amended by T. D.
5179, 7 F. R. 90701

§ 306.4 When tax attaches-(a) Gen-
erally. The tax attaches upon the first
domestic processing of the oil. If some
part of the processing of a particular
quantity of oil takes place on or after the
effective date, the tax attaches notwith-
standing that some part of the processing
of such quantity took place before the
effective date.

(b) For the period 11:40 a. m., eastern
standard time, May 10, 1934, to 12:00
midnight, eastern standard time, August
20, 1936. If coconut oil, palm oil, palm
kernel oil, sesame oil, sunflower oil, or
a combination or mixture of such oils,
has been refined, sulphonated, sulphated,
hydrogenated, or otherwise processed,
either prior to the importation thereof
or prior to 11:40 a. m., eastern standard
time, May 10, 1934, or both, the tax at-
taches to the first domestic processing of
such oils, or combinations or mixtures,
after such time, in the manufacture or
production of an article intended for sale.

(c) For the period beginning with
12:01 a. m., eastern standard time,
August 21, 1936. (1) Beginning with
12:01 a. m., eastern standard time, Au-
gust 21, 1936, tax will attach to the first
domestic processing of coconut oil, palm
oil, palm kernel oil, fatty acids, and salts
derived from such oils as well as combi-
nations or mixtures of such oils, fatty
acids, or salts.

(2) The tax attaches to sesame oil or
sunflower oil, or a combination or mix-
ture of such oils, imported prior to 12:01
a. m., eastern standard time, August 21,
1936, and first domestically processed
subsequent to such time.

(3) However, no tax will attach to the
first domestic processing of fatty acids
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or salts of coconut oil, palm oil, or palm
kernel oil if the coconut oil, palm oil or
palm kernel oil from the first domestic
processing of which the fatty acids or
salts resulted, had been subjected to tax
under section 6021/2 of the Revenue Act
of 1934, as amended, or if such oils had
been subjected to the import tax imposed
under section 601 (C) (8) of the Revenue
Act of 1932, as amended.

(4) No tax shall attach to a combina-
tion or mixture of coconut oil, palm oil,
palm kernel oil, fatty acids or salts of
such oils, where such oil, fatty acid or
salt has previously been subjected to tax
under section 6021/2 of the Revenue Act
of 1934, as amended, or been subjected to
the import tax imposed under section 601
(c) (8) of the Revenue Act of 1932, as
amended.

(5) No tax shall attach to sesame oil,
sunflower oil, or any combination or mix-
ture of such oils, if such oils, combina-
tions or mixtures, or the oils contained
in such combinations or mixtures were
imported subsequent to 12:00 midnight,
eastern standard time, August 20, 1936.
[T. D. 4695, 1 F. R. 1566.1

§ 306.5 Measure of the tax-(a) Gen-
erally. The measure of the tax is the
quantity of oil or oils (in pounds) put
into process, that is, the amount of tax
will be determined by the quantity of the
oil or oils which, in any way, enters into
the first domestic processing.

(b) For the period 11:40 a. m., eastern
standard time, May 10, 1934, to 12:00
midnight, eastern standard time, August
20, 1936. During the period 11:40 a. m.,
eastern standard time, May 10, 1934, to
12:00 midnight, August 20, 1936, if oil or
oils which have been processed and upon
which the tax has been paid are combined
with oil or oils upon which no tax has
been paid, the measure of the tax on
the processing of the combination or
mixture is the total quantity (in pounds)
of such combination or mixture.

(c) For the period beginning with
12:01 a. m., eastern standard time, Au-
gust 21, 1936. Beginning with 12:01
a. m., eastern standard time, August 21,
1936, if oil or oils which have been proc-
essed and upon which tax has been paid
under section 6021/2 of the Revenue Act
of 1934, as amended, or under section
601 (c) (8) of the Revenue Act of 1932,
as amended, are combined with oil or oils
upon which no tax has been paid, the
measure of the tax on the processing of

the combination or mixture is the quan-
tity (in pounds) of the non-tax-paid oil
or oils contained in the combination or
mixture.
[T. D. 4695, 1 F. R. 15661

§ 306.6 Rate of tax. (a) The tax is
3 cents per pound with respect to coco-
nut oil, palm oil, palm-kernel oil, fatty
acids derived from any of the foregoing
oils, salts of any of the foregoing, or any
combination or mixture containing a
substantial quantity of any one or more
of such oils, fatty acids, or salts.

(b) For the period ended 12:00 mid-
night, eastern war time, September 16,
1942, the applicable statute imposes an
additional tax of 2 cents per pound upon
the first domestic processing of coconut
oil or any combination or mixture con-
taining a substantial quantity of coconut
oil with respect to which there has been
no previous first domestic processing,
except coconut oil (whether or not con-
tained in such a combination or mix-
ture) wholly the production of, or pro-
duced wholly from materials the growth
or production of, the Philippine Islands
or any other possession of the United
States. Effective as of 12:01 eastern war
time, September 17, 1942, such additional
tax is suspended until 12:00 midnight,
eastern war time or eastern standard
time (whichever is then in effect) June
30, 1944, unless the suspension Is termi-
nated prior thereto in accordance with
the provisions of the act approved Sep-
tember 16, 1942 (56 Stat. 752).
IT. D. 5179, 7 F. R. 90701

§ 306.7 Liability for the tax. Liability
for the tax attaches to the processor
upon the first domestic processing of the
oil or oils, whether done directly or by
an agent or employee. Payment of the
tax must be made at the prescribed time,
in accordance with the provisions of
§ 306.10. For provisions relating to the
liability of a vendee under a contract
made prior to January 26, 1934, for the
sale, on or after the effective date, of
any article processed wholly or in chief
value from oil or oils, see §§ 306.16-306.18
(existing contracts).

§ 306.8 Records. (a) Every processor
shall keep on file at his principal place
of business, or in some other convenient
and safe location in, the same district,
accurate records and accounts with re-
spect to such processing. A separate
record must be kept for each plant where
oil or oils are processed. The records
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shall contain an inventory as of the time
the act became effective of:

. (1) All raw materials from which oils
are produced;

(2) All crude or virgin oils;
(3) All oils which have been Imported

in a processed state;
(4) All oils in a state of processing into

a marketable product; and
(5) All oils completely processed.
(b) For the period May 10 to May 31,

1934, inclusive, records must be main-
tained showing:

(1) The quantity of (I) all raw ma-
terials from which oils are produced, (ii)
all crude or virgin oils, (iII) all oils which
were imported and upon which prelimi-
nary processing had been done prior to.
importation, and (iv) all oils completely
processed, held at 11:40 a. m., eastern
standard time, May 10, 1934.

(2) Daily records of the quantity of
oils put into process, showing the pur-
pose for which used and the products
produced therefrom.

(3) The quantity of oils put into proc-
ess under bond for export.

A similar record (except for the re-
quirement contained in subparagraph
(1) (v) of this paragraph) shall be
maintained for each subsequent calen-
dar month.

(c) Records relative to coconut oil or
to any combination or mixture contain-
ing a substantial quantity of coconut oil,
with respect to which oil no tax has been
paid, must be maintained in such a man-
ner as to show:

(1) Separately, the quantity of coco-
nut oil or combination or mixture con-
taining a substantial quantity of coconut
oil, which is wholly the production of (1)
the Philippine Islands, (i) Guam, (iII)
American Samoa, and (iv) all other pos-
sessions of the United States; and

(2) Separately, the quantity of coco-
nut oil, or combination or mixture con-
taining a substantial quantity of coconut
oil, produced wholly from materials
which are the growth or production of
(i) the Philippine Islands, (ii) Guam,
(iii) American Samoa, and (iv) all other
possessions of the United States.

The records shall also show the coun-
try or possession in which the raw ma-
terials or oils were produced, when such
articles were brought Into the United
States, and the name and address of the
importer.
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Such records shall be retained for a
period of at least four years from the
date the tax became due. The books of
every person liable for the tax shall at
all times be open for inspection by in-
ternal revenue officers.

For provisions relating to the imposi-
tion of penalties for failure to keep
proper records, see § 306.21.
[Regs. 48, Aug. 17, 1934, as amended by T. D.
5101, 6 F. R. 62981

§ 306.9 Returns. (a) For the period
beginning May 10, 1934, and ending
May 31, 1934, and for each calendar
month thereafter, each processor shall
file a return, in duplicate, on Form 932,
in accordance with the instructions
printed thereon and in accordance with
the regulations in this part. This form
may be obtained from any collector.
The return shall be made under oath
and verified before an officer duly au-
thorized to administer oaths. If the
amount of the tax covered by the return
is $10 or less, the return may be signed
or acknowledged before two witnesses
instead of under oath. The return shall
be filed with the collector for the dis-
trict in which is located the principal
place of business of the processor. If he
has no principal place of business in the
United States, the return shall be filed
with the collector at Baltimore, Md. In
each case the return shall be filed with
the collector on or before the last day
of the month following that for which it
Is made.

(b) If the last day of the month In
which the return Is due falls on Sunday
or a legal holiday, the return shall be
filed with the collector, or his author-
ized representative, on or before the next
secular or business day. A return shall
be filed with the collector for each month
whether or not any tax liability has been
incurred for that month. If a processor
ceases business, the last return should
be marked "Final return."

(c) For provisions relating to the im-
position of penalties for failure to file a
return, see § 306.21.

§ 306.10 Payment of the tax. The
processing tax is due and payable to the
collector, without any assessment by the
Commissioner or notice from the col-
lector, at the time fixed for filing the
return. For provisions relating to pen-
alties, see § 306.21.

§ 306.11 Fractional part of a cent. In
the payment of the tax, a fractional part

§ 306.9



Chapter I-Bureau of Internal Revenue

of a cent may be disregarded unless it
amounts to one-half of a cent or more.

§ 306.12 Interest. The due date of
the tax for the purpose of computing in-
terest is the day upon which the return
is required to be filed and the tax paid.
If the tax is not paid at the time the
return is required to be filed, there shall
be added as part of the tax, interest
computed at the rate of 6 percent per
annum from the time the return is re-
quired to be filed until the tax is paid.
For provisions relating to penalties, see
§ 306.21.

SUBPART D-EXPORTATION

§ 306.13 Processing for export. (a)
A person may process oil or oils for expor-
tation, without payment of the tax,
where (1) the oil or oils are specifically
processed for exportation, and the prod-
uct of such processing is actually ex-
ported by such person, and (2) such per-
son has, prior to such processing, filed a
bond on Form 933, in duplicate, with
satisfactory surety, with the collector for
the district in which he would be required
to file a return and pay the tax (see
§§ 306.9, 306.10). The bond shall be in a
sum equivalent to the amount of tax
which would be incurred during an aver-
age 3-month period with respect to the
processing of articles for exportation,
and in no case less than $500. The liabil-
ity under such bond will be a continuing
one, subject to increase as successive
processing for exportation takes place
and to decrease upon proof of exporta-
tion of the product of such processing.
When the limit of liability under such
bond has been reached, no further proc-
essing may be done thereunder until
such liability is decreased by actual ex-
portation, or a new bond, in duplicate, on
Form 933 is filed, under which subsequent
processing without the payment of the
tax will be permitted. The bond may be
executed with corporate surety or indi-
vidual sureties. If the bond is executed
with individual sureties, each individual
surety will be required to furnish an affi-
davit, in duplicate, on Form 33 which
should be attached to the original and
duplicate bond, respectively.

(b) A period of 6 months will be al-
lowed from the date the oil or oils are put
into process, during which time the pay-
ment of the tax will not be required un-
less the product of the processing has
been sold or otherwise disposed of in the
United States. If at the end of such

period, satisfactory proof of exportation
of the product of the processing is not
received, or if during such period the
product of the processing has been sold
or otherwise disposed of in the United
States, the tax on the processing of the
oil or oils shall be immediately assessed
as of the month the oil or oils were put
into process. If proof of exportation
later becomes available, a claim for re-
fund may be filed in accordance with the
provisions contained in § 306.14.

(c) If oil or oils have been processed
under bond, the proof of exportation pro-
vided for in § 306.15 shall be supple-
mented by a statement containing the
following information: (1) The date or
dates when the oil or oils were put into
process, (2) the date or dates when the
product of the processing was exported,
and (3) the date or dates when the proof
of exportation, as provided for in § 306.15,
was received by the processor. The rec-
ords containing such information and
proof of exportation shall be retained for
a period of 4 years from the last day of
the month following that in which the
oil or oils were put into process.

(d) A person processing oil or oils for
exportation under bond shall submit to
the collector on or before the last day of
each month a sworn statement, in dupli-
cate (the duplicate to be retained by the
collector and the original forwarded to
the Commissioner, marked for the atten-
tion of the Sales Tax Division, Miscel-
laneous Tax Unit), showing the follow-
ing:

(1) The name and address of the
processor;

(2) The kind of oil or oils processed;

(3) The amount of each kind proc-
essed under bond on hand at the begin-
ning of the month;

(4) The amount of each kind put into
process under bond during the month;

(5) The amount of each kind men-
tioned in subparagraphs (3) and (4) of
this paragraph exported during the
month;

(6) The date or dates the amount
mentioned in subparagraphs (5) of this
paragraph was exported;

(7) The date or dates the amount
mentioned in subparagraph (5) of this
paragraph was put into process;

(8) The amount mentioned in sub-
paragraphs (3) and (4) of this paragraph
with respect to which proof of exporta-
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tion has been received during the month
and the date or dates received;

(9) The name of the foreign pur-
chaser;

(10) The amount of subparagraphs
(3) and (4) of this paragraph sold (other

than for export) or otherwise disposed

of in the United States and the date

thereof;
(11) The amount of tax liability in-

volved on the oil or oils mentioned in sub-

paragraphs (3) and (4) of this para-
graph;

(12) The date, term, and penal sum of

the bond; and

(13) The amount of tax debited and

credited against the bond.

§ 306.14 Refund on articles exported.

(a) When an article processed wholly or

in chief value from oil or oils, with re-

spect to the processing of which a tax has

been paid, is exported to a foreign coun-

try or to a possession of the United

States, the exporter shall be entitled to a

refund of the tax due and paid. The

test to be applied in determining the

right to refund is (1) was the article

processed wholly or in chief value from
oil or oils with respect- to the processing
of which a tax has been paid, and (2)

was the article actually delivered in a

foreign country or in a possession of the

United States for use therein. Refund
will not be made unless both tests are
satisfied.

(b) When any person exports an ar-
ticle processed wholly or in chief value
from oil or oils, with respect to the proc-
essing of which the tax has been paid,
he mAy file a claim for refund of such
tax on Form 843. Each claim for refund
shall show with respect to each export
shipment (1) the actual net weight of
each article exported, together with such
a description of the article as will enable
the Commissioner to determine the
proper amount of refund; (2) the quan-
tity of oil or oils contained in each article
with respect to the processing of which
claim is made that tax was paid; (3) the
amount of tax due and paid on the proc-

essing of the oil or oils contained in the
article; (4) proof satisfactory to the
Commissioner that the tax, refund of

which is claimed, was actually due and
paid to a collector; (5) the date or dates
of payment; (6) the collection district
in which the tax was paid; and (7) proof
of exportation as provided In § 306.15.
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§ 306.15 Proof of exportation. (a) Ex-
portation must be evidenced by (1) a
copy of the export bill of lading issued
by the delivering carrier, or (2) a cer-
tificate by an agent or representative of
the export carrier showing actual de-
livery of the article in a foreign country
or a possession of the United States, or
(3) a certificate of landing signed by a
customs officer of the foreign country to
which the article is delivered, or (4)
where such foreign country has no cus-
toms administration, a sworn statement
of the foreign consignee showing receipt
of the article.

(b) If a person is required to submit
proof of exportation (see §§ 306.13,
306.14), and such person possesses the
evidence enumerated In either para-
graph (a) (1), (2), (3), or (4) of this
section, he may submit with such claim,
in lieu of the evidence, an affidavit in-
dicating what evidence is available to
prove that the article was in fact ex-
ported and at what place such evidence
is available for inspection by internal
revenue officers.

(c) The evidence establishing proof of
exportation must be preserved by either
the processor or any person who has filed
a claim for refund (see § 306.14) for a
period of at least 4 years from the last
day of the month following that in which
the first domestic processing began, and
must be readily accessible for inspection
by internal revenue officers.

SUBPART E-EXISTING CONTRACTS

§ 306.16 Scope of subpart. This sub-
part is concerned and deals only with the
liability for tax under contracts in writ-
ing, entered into prior to January 26,
1934, which provide for the sale on or
after the effective date of any article
processed wholly or in chief value from
oil or oils. See § 306.1 (h), (j).

§ 306.17 Liability for tax under exist-
ing contracts. (a) Where (1) such con-
tract does not permit the addition to the
amount to be paid thereunder of the
whole of the tax, and (2) such contract
does not expressly prohibit such addition
to the amount to be paid thereunder, the

vendee is liable for so much of the tax
as is not permitted to be added to the

contract price. It is only in the case of

contracts which comply with both sub-
paragraphs (1) and (2) of this para-
graph that the vendee is liable for the
tax.
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(b) If a vendee, who is liable because
of an existing contract, has another bona
fide contract which meets the tests pre-
scribed in paragraph (a) of this section,
and such second contract provides for
the delivery of all or a part of the articles
covered by the first contract, the second
vendee is liable under paragraph (a) of
this section for the proper portion of the
tax with respect to the articles covered
by the first contract.

(c) Where (1) the contract permits
the addition of the whole of such tax to
the contract 15rice, or (2) the contract ex-
pressly prohibits such addition to the
contract price, the vendee is not liable.
Under such a contract, the provisions
contained in § 306.18, relating to collec-
tion of the tax by the vendor from the
vendee, are inapplicable.

§ 306.18 Collection by vendor from
vendee; refunds; records. (a) The tax
payable by the vendee (as provided in
§ 306.17 (a)) shall be paid to the vendor
at the time the sale is consummated, and
shall be returned to the United States by
the vendor in the same manner as the
processing tax is returned and paid under
the act. In case of failure or refusal by
the vendee to pay the tax to the vendor,
the vendor shall report the facts in detail
to the Commissioner, who shall cause the
tax to be assessed against, and collected
from, the vendee.

(b) Each vendor having any contract
on the effective date, under which there
may be imposed upon the vendee liability
for the whole or part of the tax (see
§ 306.17 (a)), shall make a report, under
oath, to the collector within 30 days after
the regulations in this part are promul-
gated. This report shall show, In re-
spect to each such contract: (1) The date
of the contract, (2) the total quantity of
the processed article covered by the con-
tract, (3) the quantity remaining un-
filled on the effective date, and (4) the
terms of delivery which apply to such
remaining quantity.

(c) Each vendor having any such con-
tract (see § 306.17 (a)) on the effective
date shall keep a detailed record showing,
with respect to each article required to
be delivered under each such contract,
(1) the quantity of the article originally
required to be delivered under the terms
of such contract, (2) the quantity to be
delivered under the terms of such con-
tract on or after the effective date, (3)
the quantity of such article delivered
daily on each contract on or after the

effective date, (4) cancellation, in whole
or in part, of any such contract, and (5)
the quantity of such article delivered
daily on or after the effective date, other-
wise than under the terms of such con-
tract.

(d) The vendor, provided he has com-
plied with the requirements contained
in paragraphs (b) and (c) of this section,
will be entitled to refund or to credit on
the monthly return, under the provisions
of § 306.19, for any tax theretofore re-
turned and paid with respect to the ar-
ticles delivered under the terms of such
contract.

SUBPART F-MISCELLANEOUS PROVISIONS

§ 306.19 Credit and refund-(a) Re-
fund and claims therefor. A tax (includ-
ing interest or penalty, if any), errone-
ously, illegally, or otherwise wrongfully
collected, may be refunded to the person
who paid the tax to the collector. A
claim for such refund must be made on
Form 843, in accordance with the in-
structions printed on such form and in
accordance with the regulations in this
part. Copies of Form 843 may be ob-
tained from any collector. All grounds
In detail and all facts alleged in support
of the claim must be clearly set forth
under oath.

(b) Credit against taxes due on
monthly return. If any person makes
a return showing a greater amount of
tax due than is actually due, and pays
such tax, he may either file a claim for
refund as prescribed In paragraph (a)
of this section, or he may take credit for
such overpayment upon any monthly re-
turn subsequently filed. The return upon
which the credit is taken must have se-
curely attached thereto a statement, un-
der oath, setting forth in detail the
grounds and facts relied upon in sup-
port of the claim. A like credit against
any tax, shown to be due on a monthly
return, may be taken where a vendor,
under a contract within the scope of
§ 306.17 (a), pays all or part of the tax
for which the vendee, under such con-
tract, was liable.

(c) Records. A complete and detailed
record of each overpayment must be
kept by the taxpayer for a period of at
least 4 years from the date when a claim
for refund or a claim for credit therefor
has been filed.

§ 306.20 Refunds and credits on ar-
ticles sold to States or political subdi-
visions thereof. (a) Where an article
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containing oil or oils, with respect to the
processing of which a tax has been paid,
is sold to a State or political subdivision
thereof for use in the exercise of an es-
sential governmental function, the per-
son making the sale shall be entitled to a
credit or refund of the tax so paid.
Where such articles are sold to the
United States Government, the govern-
ment of the District of Columbia, or a
Territory or possession of the United
States, no credit or refund may be
allowed.

(b) Where a processor sells direct to a
State or political subdivision thereof, for
use in the exercise of an essential gov-
ernmental function, an article contain-
ing oil or oils, with respect to the proc-
essing of which a tax has been paid, he
may either file a claim for refund of such
tax on Form 843, or take a credit for such
tax against the tax shown to be due on
any subsequent monthly return. The
claim for refund, or the statement in
support of the credit, must contain the
evidence required in paragraph (d) of
this section.

(c) Where a person, other than a
processor, sells to a State or political sub-
division thereof, for use in the exercise
of an essential governmental function,
an article containing oil or oils, with re-
spect to the processing of which a tax
has been paid, he may file a claim for
refund of such tax on Form 843.

(d) Each claim for refund, or state-
ment in support of a claim for credit,
shall show, with respect to each delivery
to a State or political subdivision there-
of, (1) the actual net weight of each
article delivered, together with such a
description of the article as will enable
the Commissioner to determine the
proper amount of refund, (2) the quan-
tity of oil or oils contained in each ar-
ticle, with respect to the processing of
which claim is made that tax was paid,
(3) the amount of tax due and paid on
the processing of the oil or oils con-
tained in the article, (4) proof satisfac-
tory to the Commissioner that the tax,
refund of which is claimed, was actually
due and paid to a collector, (5) the date
or dates of payment, (6) the collection
district in which the tax was paid, and
(7) a certificate from an official of the
State or political subdivision thereof, as
provided in paragraph (e) of this section
certifying that such article was pur-
chased for use in the exercise of an essen-
tial governmental function. The state-

ment In support of the claim must Iden-
tify the article with respect to which
refund is claimed.

(e) The certificate required by this
section must include an agreement that
if any of the articles covered thereby
are used otherwise than in the exercise
of an essential governmental function,
or If any of such articles are resold, the
State or political subdivision thereof will
report such fact to the vendor. In such
cases the person to whom the tax has
been refunded or credited shall, in turn,
report that fact to the Commissioner and
forward therewith the amount of the tax
refunded or credited with respect to such
articles. For provisions relating to pen-
alties for a fraudulent attempt to evade
or defeat the tax, see § 306.21.

A separate certificate must be filed
with each order and shall be In the fol-
lowing form:

CERTIFICATE IN SUPPORT OF CLAIM FOR
REFUND OR CREDIT

(For use by States or political subdivisions)
---------.... 

19..- ..

(Date)
The undersigned hereby certifies that he is

the..................................
(Title of officer)

of ----...............----------------
(State, city, etc.)

and that the article or articles specified in the
accompanying order are purchased for use
by the ..................................

(Department)
in the exercise of essential governmental
functions, namely:

It is understood that the right to refund or
credit exists only where the articles are pur-
chased for use in the exercise of essential
governmental functions. It is agreed that
where articles purchased under this certifi-
cate are used for purposes other than In the
exercise of essential governmental functions
or are resold, the vendee will report such
fact to the vendor.

[SEAL] .-------------------- (Signature)
(Title of officer)

§ 306.21 Penalties. (a) Every person
required to file a return on Form 932
and pay the tax, who fails to file such
return and to pay the tax due on or be-
fore the due date is subject to certain
penalties and interest.

(b) The failure to file the return on
the due date causes to accrue under sec-
tion 3612, I. R. C., a penalty of 25 percent
of the amount of the tax. A mere failure
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to pay the tax within the time prescribed
causes interest to accrue at the rate of
6 percent per annum from the time when
the tax became due until assessed, or
until paid prior to assessment.

(c) Where assessment is made of tax,
25 percent penalty, or interest, and pay-
ment is not made within 10 days after
the date of issuance of Form 17 (First
notice and demand), based on assess-
ment approved by the Commissioner,
there will accrue under section 3184,
United States Revised Statutes, a 5 per-
cent penalty and interest at the rate of
1 percent per month computed upon the
entire assessment (including penalty and
interest, if any) from 10 days after is-
suance of Form 17 until date of payment.
Where assessment is settled by partial
payments, interest is computed from the
expiration of the first 10-day notice
through the date of first payment, and
from the next succeeding day to the
date of the next payment, until the as-
sessment is paid in full.

(d) If a claim for abatement is filed
with the collector within 10 days after
the date of the issuance of the first
notice and demand, the 5 percent pen-
alty does not attach. If the assessment
is not paid within 10 days after receipt
of notice of rejection of the claim, the
5 percent penalty applies. The filing of
the claim does not stay the running of
interest, which continues to run for the
full period that intervenes between the
date of expiration of the first notice and
demand and the date of payment.

(e) If a false or fraudulent return be
willfully made, the penalty under sec-
tion 3612, I. R. C., is 50 percent of the
total tax due for the entire period in-
volved including any tax previously paid.

(f) Under section 2707, I. R. C., any
person who willfully fails to pay any tax
due or file a return, or who fraudulently
executes any document required to be
filed with such return, or who fails to
keep records or attempts in any manner
to evade or defeat the tax, is subject to
a fine of $10,000 or imprisonment, or
both, with costs of prosecution, and is
also liable to a penalty equal to the
amount of the tax not paid. These
penalties apply to an officer or employee
who, as such officer or employee, is under
a duty to perform the act in respect of
which the violation occurs, as well as
to a person who fails or refuses to per-
form any of the duties imposed by chap-
ter 21, I. R. C., such as, pay the tax, make

return, keep records, supply information,
etc.

§ 306.22 Misrepresentation of tax. If
any person, in selling or otherwise dis-
posing of an article or product processed
from oil or oils, misrepresents the
amount of tax that has beeri paid with
respect to the processing thereof, he is
guilty of a misdemeanor and is liable to
a fine of $1,000 or to imprisonment for
a year, or both. This provision is de-
signed, among other things, to prevent
any person from adding more than the
amount of the tax actually paid with
respect to the processing of the oil or
oils to the price of the article or product
sold or otherwise disposed of, and rep-
resenting that the added amount is due
to the tax.

§ 306.23 Jeopardy assessment. (a)
Whenever, in the opinion of the collector,
it becomes necessary to protect the inter-
ests of the Government by effecting an
immediate return and collection of the
tax, the case should be promptly reported
to the Commissioner by telegram or let-
ter. The communication should recite
the full name and address of the person
involved, the amount of taxes due, the
period involved, and a statement as to
the reason for the recommendation,
which will enable the Commissioner to
immediately assess the tax, together with
all penalties and interest due. Upon as-
sessment such tax, penalty, and interest
shall become immediately due and pay-
able, whereupon the collector will issue
immediately a notice and demand for
payment of the tax, penalty, and interest.

(b) Where a taxpayer is not in default
in filing returns or in paying any tax un-
der the internal-revenue laws, the col-
lection of the whole or any part of the
amount of the jeopardy assessment may
be stayed by filing with the collector a
bond in such amount, not exceeding dou-
ble the amount with respect to which the
stay is desired and with such sureties as
the collector deems necessary, condi-
tioned upon the payment of the amount
collection of which is stayed, at the time
at which, but for this section, such
amount would be due. In lieu of surety
or sureties the taxpayer may deposit with
the collector United States Liberty bonds
or other bonds or notes of the United
States having a par value not less than
the amount of the bond required to be
furnished, together with an agreement
authorizing the collector in case of de-

Page 37

§ 306.23



Title 26-Internal Revenue

fault to collect and sell such bonds or
notes so deposited.

(c) Upon refusal to pay, or failure to
pay or give bond, the collector will pro-
ceed immediately to collect the tax, pen-
alty, and interest by distraint without re-
gard to the period prescribed in section
3690, I. R. C.

§ 306.24 Closing agreements. Agree-
ments for the final determination of
taxes imposed under the act may be en-
tered into under the provisions of section
3760, I. R. C. Such closing or final agree-
ment may relate to any taxable period
ending prior to the date of the agree-
ment. Such an agreement may be exe-
cuted only where the taxpayer is liable
for the tax for the period covered by the
agreement. Any tax or deficiency in tax
determined pursuant to such agreement
shall be assessed and collected, and
any overpayment determined pursuant
thereto shall be credited or refunded.

Part 310-Taxes on Oleomarga-
rine, Adulterated Butter, and
Process or Renovated Butter

Subpart A-Definitions of General Application
See.
310.1 Terminology.

Subpart B-Commodity Tax; Oleomargarine
310.10 Materials or ingredients.
310.11 Commodity tax.
310.12 Determining color.
310.13 Disputed classification.
310.14 Assessment of commodity tax.

Subpart C-Manufacturers of Oleomargarine
310.20 Special-tax liability.
310.21 Coloration.
310.22 Notice of intention to manufacture.
310.23 Inventories.
310.24 Records.
310.25 Monthly returns.
310.26 Factories.
310.27 Bonds.
310.28 Packages.
310.29 Branding.
310.30 Caution notice.
310.31 Stamping packages.
310.32 Repacking and restamping outside

of factory.
310.33 Reworking, denaturing, repacking at

factory.

Subpart
310.40
310.41
310.42
310.43

D-Wholesale Dealers in Oleomargarine
Special-tax liability.
Liability in particular situations.
Records.
Monthly returns.

Subpart E-Retail Dealers in Oleomargarine
310.50 Special-tax liability.
310.51 Quantity limitation.
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Se
31
31
31

31

31

31
31
31
31
31
31
31
31

31
31

ec.
0.52
0.53
0.54

Liability in particular situations.
Taxpayers of several classes.
Selling and buying requirements.

Subpart F-Special Taxes
.0.60 Registration and payment of spe-

cial tax.
.0.61 Ad valorem penalties and interest

for delinquency.
0.62 False returns.
0.63 Partnerships.
0.64 Each place taxable.
0.65 Each business taxable.
0.66 Special-tax stamps.
0.67 Change of control.
0.68 Change of name or location.
.0.69 Penalties for failure to register

change.
0.70 State laws applicable.
0.71 Public record of taxpayers.

Subpart G-Importation and Exportation of
Oleomargarine

310.80
310.81
310.82
310.83

310.90
310.91
310.92
310.93
310.94

310.95
310.96
310.97
310.98
310.99

310.100
310.101
310.102
310.103
310.104
310.105
310.106
310.107
310.108
310.109
310.110
310.111
310.112
310.113
310.114
310.115

310.116
310.117

Importation.
Philippine receipts.
Exportation.
Reimportation.

Subpart H-General Provisions
Redemption of stamps.
Claims for stamps.
Refunds.
Execution of returns.
Preparation of returns by revenue

officer.
Law enforcement.
Right of entry.
Illegal divulgence.
Deleterious oleomargarine.
Sales by legal process.

Subpart I-Adulterated Butter
Butter defined.
Adulterated butter classified.
Preservatives.
Ladled butter.
Foreign ingredients.
Commodity tax.
Butter subject to sampling.
Sampling requirements.
Manufacturers' special-tax liability.
Administrative requirements.
Packages.
Branding.
Caution notice.
Stamping packages.
Dealers' special-tax liability.
Wholesale dealers' records and re-

turns.
Restrictions on sales.
Oleomargarine provisions applicable

to adulterated butter.

Subpart J-Process or Renovated Butter
310.120 Definition applied.
310.121 Commodity tax.
310.122 Manufacturers' special-tax liability.

§ 306.24



Chapter I-Bureau of Internal Revenue

See.
310.123 Administrative requirements.
310.124 Packages.
310.125 Caution notice.
j10.126 Stamping packages.
310.127 Wholesale dealers.
310.128 Branding.
310.129 Misbranding under Food, Drug, and

Cosmetic Act.
310.130 Factory inspection.
310.131 Exportation requirements.
310.132 Reports of violations.
310.133 Authority for regulations.
310.134 Administrative jurisdiction.

Au omrry: §§ 310.1 to 310.134 issued under
53 Stat 467; 26 U. S. C. 3791.

SOURCE: §§ 310.1 to 310.134 contained in
Regulations 9, 1 F. R. 193, except as noted
following sections affected. Redesignation
noted at 14 F. R. 5199.

NOTE: T. 1. 4886, Feb. 11, 1939, 4 F. R. 879,
reads as follows:

Part 310 relating to the taxes on oleomar-
garine, adulterated butter, and process or
renovated butter, prescribed by the Com-
missioner of Internal Revenue, and approved
by the Secretary of the Treasury and the
Secretary of Agriculture, are hereby pre-
scribed under, and made applicable to, Chap-
ter 16, subchapter A and subchapter B, and
Chapter 27, subchapter A, Parts I and II, of
the Internal Revenue Code insofar as such
regulations are not inconsistent with the
Code.

This Treasury Decision is issued under
authority of the provisions of sections 2325
and 3791 of the Internal Revenue Code and
under such other provisions of the Code as
correspond with the several provisions of law
under which any regulation or Treasury De-
cision hereby prescribed and made applicable
was issued.

CROSS REFERECES: For detention, stamp-
ing, and reporting of oleomargarine under the
regulations of the Bureau of Customs, De-
partment of the Treasury, see 19 CFR 11.5.
For sanitary inspection of process or reno-
vated butter under the Bureau of Dairy In-
dustry, Department of Agriculture, see 9 CFR
Part 301. For treatment of oleomargarine
when imported by mail under the regulations
of the Bureau of Customs, Department of the
Treasury, see 19 CFR 9.8.

SUBPART A-DEFINITIONS OF GENERAL
APPLICATION

§ 310.1 Terminology. (a) The terms
defined in the several laws on which the
regulations in this part are based shall
have the meanings so assigned to them.

(b) [Reserved]

(c) The term Commissioner means the
Commissioner of Internal Revenue.

(d) The term collector means the col-
lector of internal revenue.

(e) The term person includes a nat-

ural person, a corporation, a partnership,
a company, a trust or estate, a joint stock
company, an association, or other unin-
corporated organization or group. It in-
cludes a guardian, committee, trustee,
executor, administrator, trustee in bank-
ruptcy, receiver, assignee for the benefit
of creditors, conservator, or any person
acting in a fiduciary capacity.

SUBPART B-COMMODITY TAX;
OLEOMARGARINE

§ 310.10 Materials or ingredients. (a)
The use of other materials or ingredients
than those enumerated in the statute
is not prohibited, provided they are not
deleterious. (See § 310.98.) Taxability
of the product is not affected by the use
of more than one of the enumerated
materials or admixture of such material
with other material. The percentage of
enumerated material in the finished
product makes no difference.

(b) As to compounds made in part of

butter, see § 310.104.

§ 310.11 Commodity tax. (a) The tax
on oleomargarine accrues upon sale or
removal from the place of manufacture.
The tax shall be paid by the manufac-
turer by affixing stamps to the packages
before they are removed from the bonded
premises. A fraction of a pound is tax-
able as a pound.

(b) Oleomargarine may be withdrawn
tax free (1) for use of the United States
(see Part 450 of this chapter) or (2) for
export (see § 310.82 and Part 451 of this
chapter).

§ 310.12 Determining color. (a) The
sample of oleomargarine to be tested
should be spread to a smooth surface in
a glazed porcelain tray having an Inside
depth of three-sixteenths of an inch.
Irregularities on the surface of the oleo-
margarine should be avoided because
they cause the formation of dark shad-
ows. Excessive working of the product
should also be avoided because any
melted fat on the surface will increase
the tint of the oleomargarine.

(b) The temperature at which the test
is made depends to some extent upon the
composition of the oleomargarine but
should be high enough to permit the
spreading of the oleomargarine In the
tray and low enough to prevent melting
on the surface. A temperature of 600 F.
has been found satisfactory.

(c) The tray containing the oleomar-

garine should be placed on a sheet of
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white filter paper just below the cell end
of a monocular tilting type Lovibond
tintometer. Fine precipitated calcium
sulphate worked to a smooth surface
should be put in a similar tray alongside
the tray containing the oleomargarine.
By tilting the rear of the instrument to
an angle of 45 degrees the light from both
trays is reflected through the Instrument.

(d) Standard color glass slides should
be placed In slots provided for this pur-
pose until the tint of the calcium sul-
phate appears to be the same as the tint
or shade of the oleomargarine. The
numerical color value of the glass slides
used is the tint or shade of the oleo-
margarine.

(e) The cell end of the tintometer Is
placed In an 18-inch cubical skeleton
frame constructed from one-half inch
square wooden material, five sides being
covered with sheets of white filter paper,
the sixth side being left open for the
tintometer. Light from a north window
Is preferable in taking readings. The
use of filtered light through this device
makes the color more distinct and also
cuts off the possibility of shadows from
the outside.

(f) The adaptability of the eye to per-
ceive variations in color varies consider-
ably with time of observation. It is
imperative, therefore, to limit the ob-
servation to a fixed time, for which 5
seconds will be found convenient.

(g) The porcelain trays used In this
test must be of the type generally used
with the Lovibond tintometer for match-
ing colors of powders.

§ 310.13 Disputed classiftcation - (a)
Samples for analysis. When the classi-
fication of a product as oleomargarine, or
as colored oleomargarine insufficiently
taxed, is disputed, the collector will sub-
mit a sample to the Commissioner, under
whose direction It will be tested to de-
termine its character. Samples should
be addressed to the Laboratory Division,
Treasury Department, Washington 25,
D. C., and must contain not less than 1
pound each and be taken in the presence
of an internal-revenue officer. If the
product Is to be tested for unusual color-
ing matter, at least 2 pounds should be
furnished. (For specific instructions as
to sampling see § 310.107.)

(b) Commissioner's decision. T h e
Commissioner's finding as to samples
representing one lot will not be indicative
of his decision as to another lot, although
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the lots may be similarly labeled. If the
Commissioner's finding shows no tax, or
no additional tax, due, the goods will be
released; If not, forfeiture proceedings
may be Instituted.

§ 310.14 Assessment o1 commodity
tax. Upon satisfactory proof that a
manufacturer sold any taxable oleomar-
garine without affixing the proper
stamps, the Commissioner Is required by
law to assess the tax and certify the
amount to the collector for collection.
The assessment must be made within 4
years from the date when the tax be-
came due, except that in case of willful
intent to evade tax, assessment may be
made at any time. The tax as assessed
shall be in addition to the penalties Im-
posed by law for such sale or removal
(sec. 2308, 2309, I. R. C.).

SUBPART C-MANUFACTURERS OF

OLEOMARGARINE

§ 310.20 S p e c i a 1-tax liability- (a)
Preliminary requirements. A manufac-
turer must make return on Form 11 to
the collector, pay special tax, and comply
with the provisions contained in
§§ 310.60-310.71, relating to special taxes.
As to execution of returns, see § 310.93.
As to penalty for nonpayment of special
tax, see section 3201, I. R. C.

(b) Liability as a wholesale dealer. If
a manufacturer sells statutory packages
of his own production elsewhere than at
the place of manufacture, liability as a
wholesale dealer is incurred. (See
§ 310.41.) As to exemption from liability
as a wholesale dealer, see §§ 310.41 (j)
(1), 310.64. As to liability of manufac-
turer repacking and selling product of
another manufacturer, see § 310.33 (b).

(c) Liability as a retail dealer. A man-
ufacturer shall sell oleomargarine in
statutory packages only. (See section
2302 (b), I. R. C.) A manufacturer who
sells otherwise than in statutory packages
Incurs liability to the $1,000 penalty im-
posed by sections 2308 (j), 2309 (d),I.R.C.
If the quantity sold is less than 10 pounds,
liability as a retail dealer is also incurred.
(See section 2304 (a), I. R. C.)
[Regs. 9, 1 F. R. 193, as amended by T. D.
4807, 3 F. R. 13321

§ 310.21 Coloration-(a) Taxable sit-
uations. Liability to special tax as a
manufacturer and to commodity tax is
incurred in the following situations:

(1) Dealers. Where a dealer colors
oleomargarine with or without profit at
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the request of a customer either before
or after sale.

(2) Eating places. Where the propri-
etor of a hotel, boarding house, restau-
rant, or other eating place colors and
serves oleomargarine to paying guests or
employees; but see paragraph (b) (4) of
this section.

(3) Institutions. Where a sanatorium,
hospital, or any charitable, religious,
educational, or other institution colors
oleomargarine for the use of inmates or
employees of the institution; but see par-
agraph (b) (2) of this section.

(4) Demonstrators. Where a person
who has colored oleomargarine for dem-
onstration purposes supplies it to others,
gratuitously or otherwise, for use or con-
sumption. Liability to special tax will
attach in such cases at each place where
the coloring is done; but see paragraph
(b) (5) of this section.

(b) Nontaxable situations. Liability is
not incurred in the following situations:

(1) Family. Where oleomargarine is
colored in a private family for household
use only. "Household use" includes serv-
ing to members of the family, household
servants, and nonpaying guests.

(2) Governmental institutions. Where
an institution under the complete control
of the United States, or a State or politi-
cal subdivision thereof, in the exercise
of an essential governmental function,
colors oleomargarine for use of inmates
or employees of the institution.

(3) Cooperative clubs or fraternities.
Where a cooperative club or fraternity
colors oleomargarine for serving upon
the club table, provided the members pay
their proportionate share for mainte-
nance of the table and meals are not
served to other persons for compensation.

(4) Purveyors. Where a purveyor or
caterer colors and uses oleomargarine as
an ingredient in the preparation of food
sold or distributed to others, provided the
oleomargarine loses its identity as a dis-
tinct article of food in the preparation;
but see paragraph (a) (2) of this section.

(5) Demonstrators. Where a person
who colors oleomargarine for demon-
stration purposes does not supply it to
others for use or consumption; but see
paragraph (a) (4) of this section.

(6) Sample distributors. Where a
person gives away samples of tax-paid
colored oleomargarine.

§ 310.22 Notice of intention to manu-
facture-(a) Execution of form. Before
commencing business a manufacturer
shall file with the collector a notice of in-
tention to manufacture oleomargarine.
The notice shall be prepared on Form 213
and signed as prescribed in § 310.93.
The premises described in the notice
shall conform with the provisions of
§ 310.26 (a).

(b) Notice of change. A new notice
shall be filed with the collector before
or immediately upon making any change
either in location or in the premises or
ownership of the business as described in
the original notice. (See § 310.69 as to
failure to register change.)

§ 310.23 Inventories-(a) Time of fil-
ing. A manufacturer shall file with the
collector an inventory at commencement
of business, on July 1 of each year there-
after, and upon discontinuing business.
Inventories shall be prepared on Form
215 and shall be marked "Opening" or
"Closing" in accordance with the fact.
The provisions of § 310.93 as to the ex-
ecution of returns shall apply to the ex-
ecution of inventories.

(b) Verification by collector. A per-
sonal examination of each manufac-
turer's stock shall be made by the
collector, or one of his deputies, who,
after satisfying himself as to the correct-
ness of the inventory, will countersign
Form 215.

§ 310.24 Records-(a) Manner of
keeping. (1) A manufacturer shall keep
at his place of business separate records
of colored and uncolored oleomargarine.
If the record is kept as hereinafter pre-
scribed in the manufacturer's own books
or in other convenient form no other
record will be necessary. The record
should be kept in a neat and accurate
manner, preserved at least 4 years, and
be available at all times for inspection
by internal-revenue officers. Care should
be taken to exclude from the record any
product other than tax-paid and branded
oleomargarine.

(2) Entry shall be made not later than
the day following that on which the
transaction occurred. Quantities re-
ported shall be as indicated by the tax-
paid stamps affixed to the packages, ex-
cept that where oleomargarine is with-
drawn free of tax for use of the United
States and for export, or where the prod-
uct is returned to the factory, the actual
quantity will be recorded. A fraction of
a pound shall be accounted as a pound.
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(b) Items. The record must show:
(1)The number of pounds of each ma-

terial or ingredient used in the produc-
tion of oleomargarine, and the number
of pounds of such materials used for
other purposes.

(2) The number of pounds of oleomar-
garine produced.

(3) The number of pounds in each lot
disposed of, the name of the consignee,
the address to which delivered, and the
date of shipment.

(4) The number of pounds in each lot
returned to the factory, the name of the
person by whom returned, the address
from which returned, and the date of
receipt.

(5) The number of pounds reworked,
disposed of as grease, or otherwise de-
stroyed.

(6) The total value of oleomargine tax
stamps purchased and used.

(c) Transactions. The following rules
will apply: ,

(1) Samples. Sample packages of tax-
paid oleomargarine distributed gratui-
tously shall be recorded in the same man-
ner as oleomargarine which is sold.

(2) Transfers to self. Where oleomar-
garine is transferred by a manufacturer
to himself as a wholesale or retail dealer,
the transaction shall be recorded in the
same manner as a transfer to another
person.

(3) Sales to chain stores. Where oleo-
margarine is shipped to one person doing
business at different places, as in the case
of chain stores, the deliveries to each ad-
dress shall be recorded separately.

(4) Drop shipments. Where a manu-
facturer receives an order from one per-
son to ship oleomargarine to another, the
transaction shall be recorded in the name
and address of the consignee, followed by
"acc't of" and the name and address of
the person for whose account the ship-
ment was made. A manufacturer shall
not record consignments on orders in the
names of agents, solicitors, or other per-
sons transmitting an order for another
party. (See § 310.41 (e) as to liability of
agents.)

§ 310.25 Monthly returns-(a) When
required. A return for each month of
the period of special-tax liability shall
be made to the collector not later than
the 15th of the month following. If the
business is discontinued, the return for

the month in which business ceases
should be marked "Final."

(b) Miscellaneous. Monthly returns
should be prepared from the manufac-
turer's records and typewritten on Form
216 in duplicate, except that the first
page should be prepared in triplicate.
The first page of the return should be
filled out as indicated on the form. The
return and the extra copy of the first
page should be forwarded to the col-
lector. The carbon duplicate of the com-
plete return shall be retained at least 4
years and be available at all times for
examination by internal-revenue officers.

(c) Separate returns. One return
shall be made for colored and another
for uncolored oleomargarine. But one
return will be required from a manufac-
turer who produces oleomargarine taxed
at one-fourth of 1 cent a pound only,
provided a statement to that effect is
inserted in the jurat of his return.

(d) Supplemental sheets. Form 216a
is a supplemental sheet and shall be
used for reporting in detail disposals of
new stock and receipt and resale of oleo-
margarine returned by customers. The
entries should be double-spaced, as indi-
cated by the dotted lines on the sheet.
Appropriate headings should be set up
in capital letters in the center of the
page. Each page should be completely
used before beginning another page.
The order indicated in paragraphs (e) to
(p) of this section should be observed.

(e) Disposals during first month of
fiscal year or month of commencing busi-
ness. Disposals to wholesalers and re-
tailers and consumers made in the first
month of each fiscal year, or the month
of commencing business, as the case may
be, shall be reported on supplemental
sheets, Form 216a, as follows:

(1) To wholesalers. Disposals to
wholesalers shall be listed under a head-
ing, Withdrawn Tax-Paid, Wholesale
Dealers, with the entries grouped in al-
phabetical order of (i) the names of
States and (ii) the names of consignees
in each State group. State names should
be in capital letters 6entered on the
page at the head of each group, and a
line left above and below each State
subheading. The State name should be
omitted in entering the several individ-
ual addresses since it will appear at the
head of the group. Where a wholesaler
operates at more than one place of busi-
ness (whether or not within the same
State), a separate entry shall be made

PaJe 42

§ 310.25



Chapter I-Bureau of Internal Revenue

for each place of business of such whole-
saler to which consignments are made
during the month. The aggregate quan-
tity of oleomargarine consigned during
the month to each wholesaler at each
place of business shall be reported as
provided for by the form.

(2) To retailers and consumers. Fol-
lowing the listing of disposals to whole-
sale dealers the disposals to retailers and
consumers shall be listed under a head-
ing, Withdrawn Tax-Paid, Retailers and
Consumers, in the same manner as speci-
fied in subparagraph (1) of this para-
graph with respect to wholesalers.

(f) Disposals during other months.
Disposals to wholesalers, retailers, and
consumers in each month other than
the first month of the fiscal year, or the
month of commencing business, shall be
reported on supplemental sheets, Form
216a, as follows.

(1) To consignees listed on prior re-
turns of same fiscal year. The total
quantity of oleomargarine disposed of
during the month to all persons, in-
cluding wholesalers, retailers, and con-
sumers, listed on returns for prior
months of the same fiscal year, shall be
reported as a single amount designated
as "Disposed of to consignees listed on
returns for previous months of the same
fiscal year."

(2) To other consignees. Disposals to
wholesalers not listed on any return for
a prior month of the same fiscal year
shall be reported in detail in the manner
prescribed in paragraph (e) (1) of this
section. Similarly, disposals to retailers
and consumers not listed on any return
for a prior month of the same fiscal year
shall be reported In detail in the same
manner as prescribed in paragraph (e)
(2) of this section.

(g) Registered names and addresses
required. Names and addresses shall be
entered as they appear on customers'
special-tax stamps. Where the shipping
address differs from the registered ad-
dress, the name of the shipping point,
in parentheses, should be entered with
the registered address. (See § 310.54
Cf).) Surnames should precede first
names. County names should be in-
cluded in the addresses of customers
located in the States specified at the head
of Form 216a.

(h) [Reserved]
(i) Chain store entries. Subject to the

provisions of paragraphs (e) and (f) of

this section, disposals to chain stores
shall be reported in alphabetical order
of the names of (1) the cities or towns
in which the stores are located and (2)
the streets on which situated. Numeri-
cal order of street numbers should be
observed where more than one store is
located on the same street.

Qi) Exportation. Under a heading,
Withdrawn Free of Tax for Export, there
shall be entered as to each foreign con-
signment (1) date of invoice, (2) name
of consignee and place of consignment,
and (3) quantity. The entries shall be
in the order prescribed in paragraph (e)
of this section for reporting disposals to
wholesale dealers.

(k) Disposals to United States. Un-
der a heading, Withdrawn Free of Tax
for Use of the United States, there shall
be entered as to each withdrawal (1)
date of removal, (2) name and address
of consignee, (3) permit and requisition
numbers, and (4) quantity. The entries
shall be made in the order prescribed
in paragraph (e) of this section for re-
porting disposals to wholesale dealers.

(1) Returned goods. Under a head-
ing, Returned Goods, there shall be
shown in alphabetical order (1) the name
and address of each consignor, and (2)
the total quantity received during the
month from him. Only oleomargarine
of the manufacturer's own production
may be entered under this heading.
Oleomargarine received from other man-
ufacturers for reworking (see § 310.33
(b)) shall be included in the total of
returned goods reworked as prescribed
in paragraph (n) of this section.

(m) Resales. Under a heading, "Re-
sales to wholesale dealers," entries shall
be made in the same manner as disposals
of new stock to such customers as pre-
scribed in paragraph (e) (1) of this sec-
tion. Under a heading, "Resales to re-
tailers and consumers", entries shall be
made in the same manner as disposals of
new stock to such customers as prescribed
in paragraph (e) (2) of this section.
(See § 310.41 f) as to resale of returned
goods.)

(n) Reworked or denatured. The
total quantity of any oleomargarine not
removed from the factory but reworked
or disposed of as grease shall be reported
in the credit column of the summary of
new stock. The total quantity of re-
turned goods reworked or disposed of as
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grease shall be reported in the credit
column of the summary of returned oleo-
margarine. The combined totals of oleo-
margarine reworked, as shown in the
respective summaries, shall be reported
under the heading, "Materials used dur-
ing month", page 1, Form 216. A certifi-
cate of oleomargarine reworked or dis-
posed of as grease shall be attached to
the return as provided in § 310.33 (c).

(c) Losses. Oleomargarine acciden-
tally destroyed, lost In transit, or unac-
counted for shall be reported in the credit
column of the proper summary and an
appropriate explanation inserted.

(p) Summary. The quantities eh-
tered under the respective headings on
Form 216a shall be totaled and the totals
carried to the proper lines of the sum-
maries, page 1, Form 216. The actual
balances of new stock and returned goods
on hand at the beginning and close of
the month shall be entered in the proper
summary, which should balance. The
quantities reported on hand at the begin-
ning of the month shall agree with the
quantities reported on hand at the close
of the preceding month.

(q) Correcting entries. If after ren-
dering a return it is found that any re-
ceipts or disposals were omitted or er-
roneously reported, correcting entries
shall be made on the return for the
following month.

(r) Penalties jor falsiftcation. For
any false entry or the omission, with
fraudulent intent, of any entry required
to be made in his record or returns, a
manufacturer is liable to penalties im-
Posed by section 2308 (j), I. R. C.
[Regs. 9, 1 F. R. 193, as amended by T. D.
5660, 13 F. R. 60031

§ 310.26 Factories-(a) Premises.
Unless otherwise approved by the Com-
missioner, another factory may not be
operated at the same time within the
premises described in a manufacturer's
notice, Form 213 (§ 310.22). Oleomar-
garine factory premises must be sepa-
rated by solid walls or partitions from
any contiguous premises in which but-
ter, adulterated butter, or process or
renovated butter is manufactured.

(b) Signs. Over the principal en-
trance to each building in which oleo-
margarine is produced the manufacturer
shall conspicuously display a sign show-
ing the name in which the business Is
conducted, the kind of business, and the
internal-revenue factory number, in
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durable characters not less than 3 inches
high.

(c) Numbers. E a c h oleomargarine
factory shall be numbered by the col-
lector of the district in which the plant
is located. The number assigned to one
factory shall not be used by another oleo-
margarine factory in the same district, or
changed without the approval of the
Commissioner. If the factory is moved
to another part of the district the num-
ber shall be retained. If moved to an-
other district a new number will be as-
signed to the factory. If the business is
discontinued the number will not be as-
signed to another factory during the bal-
ance of the fiscal year.

§ 310.27 Bonds-(a) Execution. Be-
fore commencing business a manufac-
turer shall furnish the collector with a
bond which meets with his approval.
Bonds shall be executed in duplicate on
Form 214. Both copies shall be for-
warded to the collector, who will retain
the original and forward the duplicate to
the Commissioner. Bonds may be exe-
cuted with individual or corporate sure-
ties or supported by Government securi-
ties.

(1) Corporate sureties. A corporation
which has been authorized by the Secre-
tary of the Treasury to execute bonds in
favor of the United States may be ac-
cepted as sole surety. Such corporations
are listed in Treasury Department Cir-
cular 356, issued semiannually.

(2) Individual sureties. At least two
individual sureties are required. Each
shall have property subject to execution
of a current market value, above all in-
cumbrances, equal to the penalty of the
bond. An affidavit as to the adequacy
of the security, executed on Form 33,
shall be filed with the bond and annually
while it is in force.

(3) Qualifications. Personal sureties
shall reside within the State in which
the factory covered by. the bond is lo-
cated. Real property offered as security
shall be located in the State in which the
factory is situated. Partners can not act
as sureties upon the bond of their firm.
Stockholders of a corporate principal
may be accepted as sureties provided
their qualifications as such are inde-
pendent of their holdings in the stock of
the corporation.

(4) Government securities. Bonds or
notes of the United States may be de-
posited as security for penal bonds, as

§ 310.26



Chpter I-Bureau of Internal Revenue

provided in 6 U. S. C. 15. Collectors will
be governed by the rules promulgated in
Department Circular 154 (as revised)
before accepting such securities.

(b) New bonds. If the interest of the
Government demands It, a new bond, or
one for a larger amount, may be re-
quired at any time. A new bond shall
be required immediately upon the death,
change of address, or insolvency of a
personal surety, or upon insolvency of a
corporate surety, and from executors,
administrators, and assigns who con-
tinue the business.

(c) Alterations or erasures. Bonds in
which alterations are made subsequent
to execution will be rejected. If any al-
terations or erasures are made prior to
execution, a sworn statement to that
effect shall be made by the surety on
the face of the bond.

(d) Penal sum of bonds. The mini-
mum penal sum of a bond is $5,000, and
the maximum $100,000. For the first
year the manufacturer engages in busi-
ness the sum shall be determined by the
estimated production of oleomargarine
for that year, and thereafter by the out-
put during the preceding year, in ac-
cordance with the accompanying scale.
When the production for any year ex-
ceeds the number of pounds on which
the penal sum was based, a new bond
for the next and succeeding years must
be given in the requisite penal sum.

Production previous fiscal year Penal sum

of bond

More than- Not more than- required

Pounds Pounds
------------ 500,000 ------------- $5, 000

500,000 -------------- 1,000,000 ------------- 7,500
1,000,000 ------------- 1,500,000 ------------ 10, 000
1,500,000 ------------- 2,000,000 ----........ 12, 500
2,000,000 ------------- 2,500,000 ----------- 15, 000
2,500,000 ------ -------- 3,000,000 ----------- 17, 500
3,000,000 ------------- 3,500,000 ------------ 20, 000
3,500,000 ------------- 4,000,000 ------------- 22, 500
4,000,000 ------------- 4,500,000 ----------- 25, 000
4,500,000 ------------- 5,000,000 ------------ 27,500
5,000,000 ------------- 5,500,000 ------------ 3(, 000
5,500,000 ------------- 6,000,000 ------------ 32, 500
6,000,000 ------------- 6,500,000 ------------ 35, 000
6,500,000 ------------- 7,000,000 ------------ 37, 500
7,000,000 -------------- 7,500,000 ------------ 40, 000
7,500,000 ------------- 8,000,000 ----------- 42, 500
8,000,000 ------------- 8,500,000 ------------ 45, 000
8,500,000 ------------- 9,000,000 ----------- 47,500
9,000,000 ------------- 9,500,000 ------------ 50, 000
9,500,000 ------------- 1 10,000,000 ---........ 52, 500
10,000,000 ------------ 10,500,000 ----------- 55,000
10,500,000 ------------ 1 11,000,000 0------- 57, 500

I For each additional 500,000 pounds of oleomargarine
produced the bond should be increased $2,500, but in no
case shall the bond exceed $100,000.
[Regs. 9, 1 F. R. 193, as amended by T. D.
4807, 3 F. R. 1332, T. D. 5439, 10 F. R. 2137]

§ 310.28 Packages-(a) General. (1)
No maximum package is prescribed by
law. However, manufacturers are re-
quired to put up their product In statu-
tory packages. A statutory package is
one designed to contain only that quan-
tity and class of oleomargarine as indi-
cated by the stamp to be affixed thereto.
A statutory package may include small
advertising cards, coupons, certificates,
circulars, and other like advertising mat-
ter intended as an advertisement of the
oleomargarine business of the manufac-
turer. It shall not contain any article
which would materially increase the
weight or size of the package.

(2) Containers of oleomargarine must
be of a durable and substantial charac-
ter and must completely cover the con-
tents. As to penalty for refilling con-
tainers from which oleomargarine has
been removed, see section 2308 (g),
I. R. C.

(b) Additional coverings. Properly
stamped and branded packages of oleo-
margarine may be incased in additional
coverings or wrappers provided such cov-
erings are branded as prescribed in
§ 310.29 and contain the following in-
scription legibly printed or stenciled in
letters not less than half an inch high:
"Tax has been paid and proper stamp
placed on the original package contained
herein."

(c) Prints and rolls. Manufacturers
may subdivide a statutory package of
oleomargarine into prints or rolls, pro-
vided such subdivisions do not constitute
original or statutory packages within the
meaning of the law, or weigh less than
one-quarter of a pound. Prints and rolls
shall be placed in cartons or wrappers
branded as prescribed in § 310.29.
[Regs. 9, 1 F. R. 193, as amended by T. D.

5068, 6 F. R. 4728]

§ 310.29 B r a n d i n g-(a) Statutory
packages. (1) Before removal from the
factory the word "Oleomargarine," the
factory number, district, and State, and
the gross, tare, and net weights shall be
legibly printed or stenciled on one of the
sides or top of each package of oleo-
margarine in the following manner:

OLEOMARGARINE
Factory No. 1, 1st Dist. Penna.

63-3-60

(2) The word "Oleomargarine" shall
be in bold-face gothic letters not less
than three-quarters of an inch high and
the other letters and figures not less

Page 45

§ 310.29



Title 26-Internal Revenue

than one-half inch high. The color of
the brand shall be in strong contrast to
that of the package.

(3) As to branding statutory pack-
ages for export, see § 310.82 (d). Im-
ported packages shall be branded as pre-
scribed in § 310.80 (c). As to branding
by retailers, see § 310.54 (b).

(b) Display containers. If the brand
required by law is placed on the back or
end of a container designed for display-
ing the contents, the word "Oleomar-
garine" in plain gothic letters at least

three-quarters of an inch high shall also
be branded on the front of the container
in such manner as to be plainly visible
when the package is on display. (See
§ 310.54 (e).)

(c) Cartons. The word "Oleomar-
garine," the net weight of contents, and
the manufacturer's name and address,
or the internal-revenue factory number,
district, and State, shall be branded on
cartons. The word "Oleomargarine"
shall be placed on two of the principal
display panels in plain gothic letters of
not less than 20-point type. Specimen:

OLEOMARGARINE
(1) The word shall measure at. least

31/8 inches in length and be of a color
in strong contrast to that of the carton.
Hair-line, shaded or ornate letters, or
letters in outline may not be used; .but
see paragraph (d) of this section.

(2) As to branding cartons or inner
packages for export, see § 310.82 (d).

(d) Inside wrappers. The manufac-
turer's name and address and the factory
number, district, and State may be
omitted from cartons if printed on wrap-
pers used with cartons. Where a manu-
facturer operates more than one fac-
tory he may brand cartons with the name
and address of his general office, or the
address of each factory, provided an in-
side wrapper is used showing either the
name and address of the factory where
the oleomargarine was produced, or the
factory number, district, and State.

(e) Blank wrappers. Blank wrappers
may be used with properly branded car-
tons but if anything Is printed on the
wrappers in addition to the inspection
legend of the United States Department
of Agriculture, the word "Oleomar-
garine" shall appear on the wrappers in
letters of the same size and design pre-
scribed for cartons.

(f) Wrappers without cartons. When
used without cartons wrappers shall be
branded in the same manner as cartons.
The word "Oleomargarine" shall be so
placed on the wrapper that it will appear
at the top and bottom of the print or
roll when wrapped.

(g) Dealer's name on containers.
When a dealer's name is printed on con-
tainers a phrase such as "prepared for,"
"distributed by," etc., shall be placed
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before his name to show that the dealer
is not the manufacturer.

(h) Advertisements. Trade-marks,
illustrations, recipes, coupons, premium
lists, etc., may be printed on cartons and
wrappers provided such matter does not
obscure the brand or conflict with any
Federal or State law. (See paragraph
(1) of this section.

(i). Coloring directions. Directions
for coloring oleomargarine may be
printed on cartons and wrappers pro-
vided there is included a statement that
under Federal law oleomargarine may be
colored, without liability to tax, only by
a private family for household use; coop-
erative clubs or fraternities for use of
members where boarding expenses are
prorated; and institutions under the
complete control of the United States,
or a State or political subdivision thereof,
for use of inmates or employees.

CQ) Tentative approval. Only cartons
and wrappers formally approved by the
Commissioner may be used for packing
oleomargarine. However, a sketch or
proof may be submitted through the col-
lector for tentative approval of the Com-
missioner before the cartons and wrap-
pers are ordered. Because photostats do
not show color contrasts (see paragraph
(c), of this section), a colored sketch
should be furnished. Not more than
one copy of a sketch is necessary. It
will be returned to the manufacturer if
desired.

(k) Formal approval. Three speci-
mens of the finished carton or wrapper
shall be furnished the collector, who will
forward them to the Commissioner for
formal approval. The specimens should
be free of paraffin or other coating. Two
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approved copies will be returned to the
collector, who will retain one copy and
send the other to the manufacturer.

(1) Prohibited marks. There may not
be used upon packages of oleomargarine,
except to the extent required by State
laws, the word "butter," "butterine,"
"creamery," or "dairy," or any other
word or phrase, or the name of a breed
of cattle, or a trade-mark, label, picture,
design, or device which conveys the im-
pression that the article is a product of
the dairy. However, if any prohibited
word constituted a part of a manufac-
turer's or dealer's name prior to June 22,
1923 (the effective date of the 1923 re-
vision of the regulations in this part),
he may continue to use the name on
packages of oleomargarine.

(m) Labeling nut oleomargarine.
Containers for oleomargarine made from
cottonseed oil, soybean oil, or other oils
not derived from nuts in whole or in part,
may not be labeled "Nut Margarine" or
with any statement, design, or device in-
dicating the fat content to be derived
from nuts. (See § 310.129 (d), Mis-
branding under Food and Drug Act.)

(n) Penalty for misbranding. For
falsely branding a package of oleomar-
garine a fine of not more than $1,000 and
imprisonment for not more than 2 years
for each offense is provided. (See sec-
tion 2308 (a), I. R. C.)

§ 310.30 Caution notice-(a) Place-
ment upon packages. Before removal
from the factory each statutory package
of oleomargarine must have conspicu-
ously printed or labeled on it the follow-
ing notice, which must measure not less
than 3 inches long by 11/2 inches wide:
FACTORY No.--------- DISTRICT, STATE OF ---.

NOTICE: The manufacturer of the oleo-
margarine herein contained has complied
with all the requirements of law. Every
person is cautioned not to use either this
package again (for oleomargarine) or the
stamp thereon again, nor to remove the con-
tents of this package without destroying
said stamp, under the penalty provided by
law in such cases.

(See penalty for refilling containers
provided by section 2308 (g), I. R. C.)

(b) Inspection legend. On packages
of oleomargarine made from animal fats,
the caution notice may be placed with the
inspection legend of the Bureau of Ani-
mal Industry, United States Department
of Agriculture, provided the notice is
placed above the legend so that the in-
ternal-revenue factory number may be

readily distinguished from the establish-
ment number of the Department of
Agriculture. The notice and legend
shall not be placed on packages in any
way contrary to the regulations of the
Department of Agriculture. The inspec-
tion legend is not required on packages
of oleomargarine made exclusively from
vegetable oils.

(c) Penalty for omission. For failure
to place the caution notice on statutory
packages of oleomargarine and for re-
moval of such notice from packages a
fine of $50 for each package involved is
provided by section 2308 (b), I. R. C.

§ 310.31 Stamping packages-(a) De-
nominations of stamps. Stamps for pay-
ment of the tax on colored and uncolored
oleomargarine are issued in sheets of 25
stamps each in denominations of 10, 12,
15, 18, 20, 24, 30, 32, 48, 60, and 62 pounds,
and are available at collectors' offices.

(b) Ordering stamps. Stamps for
packages of oleomargarine will be sold
only to registered manufacturers. They
shall be purchased from the collector of
the district in which the factory is lo-
cated. Orders for stamps shall be pre-
pared on Form 218. A remittance for
the total value of the stamps shall ac-
company the order.

(c) Affixingstamps. Aninternal-rev-
enue stamp of a denomination that will
fully cover the tax on the net weight of
the contents shall be affixed to each pack-
age of oleomargarine before removal
from the factory, except packages for
export and for use of the United States.
A single stamp of a denomination de-
noting the quantity in the package shall
be used if stamps of such denomination
are issued. If a single stamp will not
fully cover the tax due, the least suffi-
cient number of additional stamps shall
be used.

(d) Canceling stamps. Each stamp
affixed to a package shall be canceled be-
fore removal of the oleomargarine from
the factory. The cancellation shall be
legibly written or printed in ink, or per-
forated, and shall show the factory num-
ber, district, and State, and date. The
cancellation marks may be abbreviated in
the following manner, indicating, for
example, cancellation by factory No. 10,
first district of Illinois, on January 15,
1935:10-1-Ill., 1-15-35.

(e) Penalty for improper stamping.
For failure to affix a stamp or affixing
stamps denoting a less amount of tax
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than required by law, a fine of not more
than $1,000 and imprisonment for not
more than 2 years for each offense is pro-
vided. (See section 2308 (a), I. R. C.)

(f) Forfeiture of goods. Unstamped
oleomargarine or colored oleomargarine
tax-paid at one-fourth of 1 cent a pound
is subject to forfeiture. (See section
2309 (b), I. R. C.)
[Regs. 9, 1 F. R. 193, as amended by T. D.

4807, 3 F. R. 1332]

§ 310.32 Repacking and restamping
outside of factory-(a) When allowed.
Provision is made for restamping pack-
ages of oleomargarine where the stamps
were accidentally mutilated, destroyed,
or lost from the packages. (Sections 2103
(b) and 2327 (d), I. R. C.) Such pack-
ages are liable to seizure, as provided in
section 2309 (b), I. R. C., unless the re-
quirements of paragraphs (b)-(g) of this
section are complied with immediately.

(b) Application. Application for re-
stamping shall be made in writing to the
collector of internal revenue for the dis-
trict in which the packages to be re-
stamped are held. The application shall
state the total number of packages and
total number of pounds of colored or
uncolored oleomargarine; the name and
address of the person in whose custody
the packages are held; the number and
denomination of lost or mutilated
stamps; the nature of the applicant's
interest in the goods; and the cause of
loss or mutilation of the stamps.

(c) Affidavit. If the stamps were lost
or destroyed in transit, the application
shall be supported by an affidavit of the
consignor, or agent having personal
knowledge of the circumstances, to sub-
stantiate the claim that the packages
were properly stamped when shipped.
The affidavit shall show, so far as known,
how the loss or destruction of the stamps
occurred. If the stamps were lost or
mutilated while in possession of the ap-
plicant, the application shall be accom-
panied by an affidavit detailing the cir-
cumstances in connection with the loss
or mutilation of the stamps.

(d) Inspection. If the collector finds
the application and affidavit have been
prepared as prescribed, he shall direct a
deputy to immediately inspect the pack-
ages. The deputy shall make a written
report to the collector of the number
of packages which require restamping,
the condition and contents of each pack-
age, and the kind and condition of the
stamps remaining attached.

(e) Repacking. If the deputy finds
the packages to be in such condition as
to require repacking he shall include in
his report a statement as to the number
and denomination of new stamps re-
quired. If the collector is satisfied that
the packages were properly stamped be-
fore removal from the factory and finds
no evidence of fraud, he shall authorize
immediate repacking in statutory quan-
tities, in containers not before used for
that purpose. The repacking shall be
done under supervision of a deputy.

(f) Replacing stamps. The packages
shall be held until the collector has for-
warded the application, affidavits, and
deputy's report to the Commissioner and
received his approval to restamp the
packages. The restamping shall be done
under supervision of a deputy, who shall
obtain a receipt for the stamps showing
their number, denomination, and value.
The receipt shall be forwarded to the
Commissioner by the collector.

(g) Prohibited at factory. The pro-
cedure indicated in this section is inap-
plicable to oleomargarine on factory
premises, either prior or subsequent to
original withdrawal, as to which see
§ 310.33.

§ 310.33 Reworking, denaturing, re-
packing at factory-(a) Manufactur-
er's own product. Oleomargarine to be
reworked, or disposed of as grease or ref-
use, shall be dumped under the super-
vision of an internal-revenue officer, or
an inspector of the United States De-
partment of Agriculture. When dis-
posed of as grease or refuse kerosene or
another denaturant shall be added to
the oleomargarine in the presence of the
officer, to render it Inedible.

(b) Product of other manufacturers.
Oleomargarine produced by one manu-
facturer may be received on the bonded
factory premises of another manufac-
turer only for reworking or repacking.
Repacking of the product at the factory
or dumping thereof for reworking shall
be witnessed by an officer or inspector as
provided in paragraph (a) of this sec-
tion. A manufacturer who repacks and
sells oleomargarine produced by an-
other manufacturer incurs liability as a
wholesale dealer. (See section 2303 (a),
I. R. C.)

(c) Official certificate. (1) The of-
ficer under whose supervision oleomar-
garine Is dumped or repacked, as in
paragraph (a) or (b) of this section,
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shall execute a certificate in duplicate
showing the date of dumping or repack-
ing; the quantity dumped or repacked;
that all stamps were completely removed
from the containers and destroyed; and
that an effective denaturant was added
to oleomargarine dumped as grease or
refuse. The supervising officer shall see
that the transaction Is properly debited
on the manufacturer's record. (See
§ 310.24 (b) (5).)

(2) Both copies of the certificate shall
be delivered to the manufacturer, one to
be attached to the monthly return, Form
216, and the other to be retained by the
manufacturer.

(d) Redemption of stamps. As to re-
demption of stamps, see § 310.90 (a).
[Regs. 9, 1 F. R. 193 as amended by T. D.

4807, 3 F. R. 13321

SUBPART D-WHOLESALE DEALERS IN
OLEOMARGARINE

§ 310.40 Special-tax liability-(a)
Preliminary requirements. A wholesale
dealer shall make return on Form 11 to
the collector, pay special tax, and com-
ply with the provisions contained in sub-
part G, relating to special taxes. As to
execution of returns, see § 310.93. As
to penalty for nonpayment of special
tax, see section 3201 (b), I. R. C.

(b) Rates of tax. Tax at the rate of
$480 a year covers sale by a wholesale
dealer of both colored and uncolored
oleomargarine taxed at 10 cents and 1/4
of 1 cent a pound, respectively. A
wholesale dealer who pays special tax at
the rate of $200 a year may sell only
uncolored oleomargarine and incurs li-
ability to additional tax if he sells the
colored product. (See § 310.90 (b) as
to redemption of stamp covering the
lower rate of tax.)

(c) Liability for breaking package. A
wholesale dealer shall sell original
stamped packages only. (See section
2303 (b), I. R. C.) A wholesale dealer
who removes and sells oleomargarine
from original stamped packages incurs
liability to the $1,000 penalty imposed by
section 2308 (j), I. R. C. If the quantity
sold is less than 10 pounds, liability as
a retail dealer is also incurred. (See
section 2304 (a), I. R. C.)
[Regs. 9, 1 F. R. 193, as amended by T. D.
4807, 3 F. R. 13321

§ 310.41 Liability in particular situa-
tions-(a) Place of sale. Liability to spe-
cial tax as either a wholesale dealer or
a retail dealer is incurred at each place

other than the registered premises where
oleomargarine is sold or offered for sale.
As to retail dealers, see Subpart F. The
place of actual or constructive delivery
transferring the ownership of the oleo-
margarine from the vendor to the vendee
is regarded as the place of sale for which
special tax Is required to be paid. (See
§ 310.52 (b) as to itinerant vendors.)

(b) Delivery orders. Sales to persons
ordering oleomargarine, including c. o. d.
orders, shall be absolutely completed at
the registered place of business of the
vendor or liability is incurred at each
place where deliveries are made. Orders
must be received at the vendor's regis-
tered premises, where the oleomargarine
must be addressed and billed to, and the
sales recorded in the names of the per-
sons ordering. The identical package
sold at the vendor's registered place of
business to the person ordering is the
only package the vendor or his agent
may deliver at another place without
incurring liability at the place of de-
livery.

(c) Sight draft orders. Where a bona
fide order is received at the registered
place of business of the vendor and the
oleomargarine is there addressed and
billed to the persons ordering, it may be
shipped with a draft for the purchase
money attached to the bill of lading.
The bill of lading shall be indorsed
specifically, and not in blank, to the per-
son ordering, and the draft drawn on
such person, otherwise the sale is com-
pleted and special-tax liability is in-
curred at the place of delivery.

(d) Standing orders. Deliveries of
oleo may be made as specified in a
standing order accepted at the registered
place of business of a manufacturer or
dealer without incurring liability at the
place of delivery. However, delivery of
any other quantity than that specified in
the standing order, whether more or less,
constitutes a separate transaction not
covered by the standing order, and is
subject to paragraph (b) of this section.

(e) Agents or brokers. A broker or
agent may solicit orders for oleomar-
garine, receive a commission for his
services, and make collections for the
principal without becoming liable to spe-
cial tax as a dealer, provided title to the
oleomargine does not vest in the agent
or broker at any time. If the manufac-
turer or dealer bills the oleomargine to
the broker or agent, who In turn bills
it to others, with or without profit, a
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second sale takes place and the broker
or agent incurs special-tax liability as a
dealer at each place where he makes de-
liveries.

(f) Resales. Before resale of original
stamped packages of oleomargarine they
shall be actually or constructively re-
turned to the vendor's registered place
of business and the second sale there
consummated before delivery. If the
goods are picked up at the address of one
customer and delivered to that of an-
other before the resale is completed at
the vendor's registered place of business,
the resale occurs at the place of delivery
and additional liability is incurred.

(g) Delivery from warehouse. Tax-
paid packages of oleomargarine may be
stored in warehouses and delivered
therefrom without incurring special-tax
liability at the warehouse: Provided, The
sales are completed at the vendor's reg-
istered place of business. The mere
transmittal to, and the filling of the
order at, the warehouse do not constitute
a sale at the registered place of business.
The oleomargarine must be billed to, and
the sale recorded in the name of, the
customer at the registered place of busi-
ness before the removal from the ware-
house.

(h) Prohibited storage. The storage
of oleomargarine taxed at 10 cents a
pound on the premises of a dealer who
has not paid special tax as a dealer In
colored oleomargarine, is prohibited.

(I) Chain store warehouses. An oper-
ator of chain stores may store oleomar-
garine in warehouses operated by him,
without incurring special-tax liability at
the warehouses, provided no sales are
made there and that the oleomargarine
Is distributed exclusively to stores oper-
ated by him, and not to stores of other
operators.

(j) Exemptions as wholesale dealer.
Liability as a wholesale dealer is not
incurred in the following situations:

(1) Sales at factory. Where a manu-
facturer sells oleomargarine of his own
production In statutory packages at the
place of manufacture. (See section 3200
(a) (2), I. R.C.) As to manufacturer's
liability as a retail dealer, see § 310.20 (c).

(2) Sales of left-over stock. Where
a manufacturer who, having discon-
tinued the business, directs a wholesale
dealer holding his product to consign it
to another wholesale dealer for sale on
commission for the manufacturer's
account.

(3) Sales to secure charges. Where a
warehouse sells oleomargarine to cover
storage charges, or a transportation
company to secure freight charges or
salvage damaged merchandise. The
quantity so sold and the name and ad-
dress of the buyer shall be reported to
the collector.

(4) Sales to assignee. Where a retail
dealer sells his stock of merchandise, in-
cluding oleomargarine, to his successor.

(k) Exporters. A person otherwise
liable as a wholesale dealer is not exempt
because transactions are for export only.
[Regs. 9, 1 F. R. 193, as amended by T. D.

4807, 3 F. R. 13321

§ 310.42 Records-(a) Manner of
keeping. (1) A wholesale dealer shall
keep at his place of business separate
records of colored and uncolored oleo-
margarine. If the record is kept as here-
inafter prescribed in the dealer's own
books or in other convenient form no
other record will be necessary. The rec-
ord should be kept In a neat and accu-
rate manner, preserved at least 4 years,
and be available at all times for inspec-
tion by internal-revenue officers. Care
should be taken to exclude from the rec-
ord any product other than tax-paid and
branded oleomargarine.

(2) Entry shall be made not later than
the day following that on which the
transaction occurred. Quantities re-
ported shall be as indicated by the tax-
paid stamps affixed to the packages, ex-
cept that where goods are returned to
or by the wholesaler the actual quantity
shall be recorded. A fraction of a pound
shall be accounted as a pound.

(b) Items. The record must show:
(1) The number of pounds in each

consignment of oleomargarine received,
the name and address of the consignor,
and the date of receipt.

(2) The number of pounds in each lot
disposed of, the name of the consignee,
the address to which delivered, and the
date of shipment.

(c) Transactions. The following rules
will apply:

(1) Samples. Sample packages of
tax-paid oleomargarine received and dis-
posed of gratuitously shall be recorded
in the same manner as oleomargarine
which is purchased and sold.

(2) Transfers to self. Where oleo-
margarine is transferred by a wholesale
dealer to himself as a retail dealer, the
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transaction shall be recorded in the same
manner as a sale to another person.

(3) Sales to chain stores. Where oleo-
margarine is shipped to one person doing
business at different places, as in the case
of chain stores, the deliveries to each
address shall be recorded separately.

(4) Drop shipments. A wholesale
dealer shall not record the receipt of ole-
omargarine which he orders delivered
direct to a third party. The dealer's
connection with the transactibn shall be
shown by the manufacturer as provided
In § 310.24 (c) (4). Where a wholesale
dealer receives an order from one person
to ship oleomargarine to another, the
transaction shall be recorded in the name
and address of the consignee followed by
"acc't of" and the name and address of
the person giving the order. A wholesale
dealer shall not record consignments In
the names of agents, solicitors, or other
persons transmitting orders for other
parties. (See § 310.41 (e) as to liability
of agents.)

(5) Returned goods. Where oleomar-
garine is returned by a customer to a
wholesale dealer the transaction shall
be recorded separately from other re-
ceipts. The sale of repossessed goods
shall be recorded with other disposals.
Oleomargarine returned by a wholesale
dealer to the manufacturer or other
wholesale dealer from whom received
shall be recorded separately from other
disposals. (See § 310.41 (f) as to re-
sales.)

§ 310.43 Monthly returns-(a) When
required. A return for each month of the
period. of special-tax liability shall be
made to the collector not later than the
15th of the month following. If the busi-
ness is discontinued, the return for the
month in which business ceases should be
marked "Final."

(b) Miscellaneous. Monthly returns
should be prepared from the wholesale
dealer's records and typewritten in dupli-
cate on Form 217. The first page of the
return should be filled out as indicated
on the form. The return should be for-
warded to the collector and the carbon
duplicate retained at least four years
and be available at all times for examina-
tion by internal-revenue officers.

(c) Separate returns. One return shall
be made for colored and another for un-
colored oleomargarine. When preparing
returns for colored oleomargarine the
prefix "Un" in the word "Uncolored" at
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the head and in the oath should be
stricken out.

(d) Receipts-(1) During first month
of fiscal year or month of commencing
business. Under the heading, Oleomar-
garine Received From Manufacturers
and Wholesale Dealers, page 1, Form 217,
each entry shall show (I) the name and
address of each consignor, and (ii) the
total quantity received during the month
from him. Regardless of the number of
consignments received during the month
from the same consignor, only a single
entry showing the aggregate of all such
consignments shall be made.

(2) During other months. Oleomar-
garine received from manufacturers and
wholesale dealers In each month other
than the first month of each fiscal year,
or the month of commencing business, as
the case may be, shall be reported on
Form 217 as follows:

(I) From consignors listed on returns
for previous months of same fiscal year.
The total quantity of oleomargarine re-
ceived from all manufacturers and
wholesale dealers listed on returns for
prior months of the same fiscal year,
shall be reported as a single amount des-
ignated as "Received from consignors
listed on returns for previous months of
the same fiscal year."

(ii) From other consignors. Oleo-
margarine received from manufacturers
and wholesale dealers not listed on a re-
turn for a prior month of the same fiscal
year shall be reported in detail in the
manner prescribed in paragraph (d) (1)
of this section.

(e) Returned goods. Oleomargarine
returned by customers should not be en-
tered in detail on returns. Only the total
quantity so received during the month
shall be reported. The amount should be
entered on line 3 in the debit column of
the summary.

(f) Supplemental sheets. Form 217a is
a supplemental sheet and shall be used
for reporting disposals in detail. The en-
tries should be double-spaced as Indi-
cated by the dotted lines on the sheet.
Appropriate headings should be set up in
capital letters in the center of the page.
Each page should be completely used be-
fore beginning another page. The order
indicated in paragraphs (g) to (n) of
this section should be observed.

(g) Disposals during first month of
fiscal year or month of commencing
business. Disposals to wholesalers and
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retailers and consumers in the first
month of each fiscal year, or the month
.of commencing business, shall be re-
ported in full detail on supplemental
sheets, Form 217a, as follows:

(1) To wholesalers. Disposals to
wholesalers shall be listed under a head-
ing, Disposals to Wholesale Dealers, with
the entries grouped in alphabetical order
or (I) the names of States and (ii) the
names of consignees in each State group.
State names should be in capital letters
centered on the page at the head of each
group, and a line left above and below
each State subheading. The State name
should be omitted in entering the several
Individual addresses since it will appear
at the head of the group. Where a
wholesaler operates at more than one
place of business whether or not within
the same State, a separate entry shall
be made for each place of business of such
wholesaler to which consignments are
made during the month. The aggregate
quantity of oleomargarine consigned
during the month to each wholesaler at
each place of business shall be reported
as provided for by the form.

(2) To retailers and consumers. Fol-
lowing the listing of disposals to whole-
sale dealers the disposals to retailers and
consumers shall be listed under a head-
ing, Disposals to Retailers and Consum-
ers, In the same manner as specified in
subparagraph (1) of this paragraph with
respect to wholesalers.

(h) Disposals during other months.
Disposals to wholesalers, retailers, and
consumers in each month other than the
first month of the fiscal year, or the
month of commencing business, shall be
reported on supplemental sheets, Form
217a, as follows:

(1) To consignees listed on prior re-
turns of same fiscal year. The total
quantity of oleomargarine disposed of
during the month to all persons, includ-
ing wholesalers, retailers, and consum-
ers, listed on returns for prior months of
the same fiscal year, shall be reported as
a single amount designated as "Disposed
of to consignees listed on returns for
previous months of the same fiscal year."

(2) To other consignees. Disposals to
wholesalers not listed on any return for a
prior month of the same fiscal year shall
be reported in detail in the manner pre-
scribed in paragraph (g) (1) of this
section. Similarly, disposals to retailers
and consumers not listed on any return
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for a prior month of the same fiscal year
shall be reported in detail in the same
manner as prescribed in paragraph (g)
(2) of this section.

(i) Registered names and addresses
required. Names and addresses shall be
entered as they appear on customers'
special-tax stamps. Where the shipping
address differs from the registered ad-
dress, the name of the shipping point,
in parentheses, should be entered with
the registered address. (See § 310.54
(f).) Surnames should precede first
names. County names should be in-
cluded in the addresses of customers lo-
cated in the States specified at the head
of Form 217a.

(j) Repeat shipments. Only the ag-
gregate quantity disposed of to each per-
son at one address during the month
shall be reported. Example: If 20 sales
of 10 pounds each were made, the name
of the purchaser and the address to
which delivered should be entered but
once with the total of 200 pounds.

(k) Chain store entries. Subject to
the provisions of paragraphs (g) and (h)
of this section, disposals to chain stores
shall be reported in alphabetical order of
the names of (1) the cities or towns in
which the stores are located and (2) the
streets on which situated. Numerical
order of street numbers should be ob-
served where more than one store is lo-
cated on the same street.

(1) Goods returned or otherwise dis-
posed of. Under a heading, "Returned to
Shipper," there shall be shown in alpha-
betical order (1) the name and address
of each consignor, and (2) the total
quantity received during the month from
him. Similar entries, under appropriate
headings, shall be made for olemargarine
disposed of as grease, or for other in-
edible purposes, or destroyed.

(m) Losses. Oleomargarine acciden-
tally destroyed, lost in transit, or unac-
counted for shall be reported on line 3
of the credit column of the summary
and an appropriate explanation inserted.

(n) Summary. The quantities entered
under the respective headings shall be
totaled and the totals carried to the
proper lines of the summary, page 1,
Form 217. The actual quantity on hand
at the beginning and close of the month
shall be entered in the summary, which
should balance. The quantity reported
on hand at the beginning of the month
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shall agree with the quantity reported on
hand at the close of the preceding month.

(o) Correcting entries. If after ren-
dering a return it is found that any re-
ceipts or disposals were omitted or er-
roneously reported, correcting entries
shall be made on the return for the fol-
lowing month.

(p) Penalty for noncompliance. For
willful violation of § 310.42 and this sec-
tion relating to wholesale dealers' rec-
ords and returns, a fine of not less than
$50 or more than $500 and imprisonment
for not less than 30 days or more than 6
months, is provided by section 2308 (h),
I. R. C.
[Regs. 9, 1 F. R. 193, as amended by T. D.
5660, 13 F. R. 6004]

SUBPART E-RETAIL DEALERS IN
OLEOMARGARINE

§ 310.50 Special-tax liability - (a)
Preliminary requirements. A r e t a 11
dealer shall make return on Form 11 to
the collector, pay special tax, and com-
ply with the provisions contained in sub-
part 0, relating to special taxes. As to
execution of returns, see § 310.93. As to
penalty for nonpayment of special tax,
see section 3201 (c), I. R. C.

(b) Rates of tax, Tax at the rate of
$48 a year covers sale by retail of both
colored and uncolored oleomargarine
taxed at 10 cents and Y4 of 1 cent a
pound, respectively. A retail dealer who
pays special tax at the rate of $6 a year
may sell only uncolored oleomargarine
and incurs liability to additional tax if
he sells the colored product. (See § 310.-
90 (b) as to redemption of stamp cover-
ing the lower rate of tax.)

§ 310.51 Quantity limitation. A re-
tail dealer may sell not exceeding 10
pounds at one time taken from an orig-
inal package or packages, but if he sells
an original package of 10 pounds, he will
Incur liability as a wholesale dealer (see
section 2304 (a), I. R. C.), and the $1,000
penalty imposed by section 3201 (c),
I. R. C., for violation of section 2304 (b),
I. R. C.

§ 310.52 Liability in particular situa-
tions-(a) Dealers in other products.
Dealers in butter and other persons who,
knowingly or unknowingly, sell oleomar-
garine render themselves liable to tax as
dealers in oleomargarine.

(b) Itinerant vendors. A special-tax
stamp can be issued only for a specific
address or a fixed place of business.

Peddlers, operators of so-called rolling
stores, and other vendors who, traveling
from place to place, sell oleomargarine
incur liability to special tax as either a
wholesale or retail dealer at each place
where sales are made. (See § 310.41 (a)
as to incurring liability at place of sale.)

(c) Nontaxable situations. Special-
tax liability as a dealer is not incurred in
the following situations:

(1) Eating places. Where proprie-
tors of public eating places serve oleo-
margarine with meals, with or without
special charge for it. Notice that oleo-
margarine is served need not be displayed
or given in public eating places unless
the law of the State requires it. As to
liability of proprietors of public eating
places who color oleomargarine, see
§ 310.21 (a) (2).

(2) Pooling funds. Where a member
of a pool formed for the purpose of pur-
chasing oleomargarine remits the pur-
chase money and individual orders to the
vendor and distributes the goods to other
members of the pool. (See § 310.41 (e)
as to agents or brokers.)

§ 310.53 Taxpayers of several classes.
As to situations common to special-tax
payers of several classes, or which may
involve a person who has paid special tax
as a retail dealer in additional liability,
see § 310.21 (a) as to manufacturers, and
§ 310.41 as to wholesale dealers.

§ 310.54 Selling and buying require-
ments-(a) Factory-branded packages.
Except as may otherwise be required by
State law or local regulation, oleomar-
garine packed by the manufacturer in
cartons or wrappers, branded as pre-
scribed in § 310.29, may be sold by a re-
tail dealer from the original stamped
container without further branding.

(b) Branding upon sale. (1) If the
manufacturer's package is not subdivided
into prints or rolls the retail dealer shall
wrap the oleomargarine at the time of
sale in a new covering, which shall be
branded with his name and address, the
word "Oleomargarine," and the net
weight of the contents. Example:

RICHARD ROE
100 Doe Street, Boston

1 pound oleomargarine

(2) The letters shall be not less than
one-quarter of an inch square and
printed in an ink which forms a strong
contrast with the color of the covering.
Other marks which would obscure the
brand shall not be made. The covering
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shall be so placed around the oleomar-
garine that the brand will be plainly
visible.

(c) Misbranded packages. A retail
dealer shall see that cartons and wrap-
pers are branded as prescribed in § 310.29,
as penalty provided in section 2308 (a),
I. R. C., is incurred if he sells an improp-
erly branded package of oleomargarine.
It will be no defense for a retail dealer to
show, in an action for failure to properly
brand, that the product was sold in car-
tons or wrappers as packed by the man-
ufacturer. Penalty for buying improp-
erly branded packages is provided by
section 2308 (e), I. R. C.

(d) Removal from package. A retail
dealer may not lawfully remove oleomar-
garine from the original stamped pack-
ages either for repacking, cutting into
prints or rolls, or other purposes, nor
remove the sides or ends of such pack-
ages, before disposal of the contents. If
removed from original stamped pack-
ages in advance of sale the oleomargarine
is subject to seizure for forfeiture. (See
section 2309 (c), I. R. C.)

(e) Displaying packages. The top of
a manufacturer's package may be re-
moved or folded back to display the con-
tents, provided the package is so placed
that the word "Oleomargarine" will be
plainly visible and not obscured or ren-
dered inconspicuous. (See § 310.29 (b).)

(f) Ordering. (1) When ordering or
purchasing oleomargarine a dealer shall
state his name and address as they ap-
pear on his special-tax stamp. If a
trade name, as well as the proprietor's
real name, appears on the special-tax
stamp, both shall be stated on the order.
Oleomargarine shall not be ordered in
a trade name that is not registered with
the collector and stated on the dealer's
special-tax stamp.

(2) If the premises have two addresses,
because fronting on two streets or for
other reason, the address registered with
the collector shall always be used. If
oleomargarine is ordered for shipment
to a point other than the dealer's reg-
istered address, the registered address, as
well as the shipping point, shall be named
in the order.
[Regs. 9, 1 F. R. 193, as amended by T. D.
4807, 3 F. R. 13321

SUBPART F-SPECIAL TAXES
. NOTE: This subpart deals With miscella-

neous administrative matters applicable to
special taxes and governed by various stat-

utes of the United States. The sections
enumerated below deal with matters relating
to liabilities of the persons subject to the
taxes set forth in this subpart.

Title

Manufacturers of oleomargarine---- §§ 310.20-310.33
Wholesale dealers in oleomargarine. §§ 310.40-310.43
Retail dealers in oleomargarine.... I §§ 310.50-310.54
Adulterated butter ------------- i §1310.100-310.117
Process or renovated butter -------- 

§J 310.120-310.135

SPECIAL-TAX RATES

Classification Annual See see-
rate tion

Adulterated butter:
Manufacturers ---------------- $600 310.108
Retail dealers ----------------- 48 310.114
Wholesale dealers ------------- 480 310.114

Oleomargarine (colored or yellow):
Manufacturers ----------------- 600 310.20
Retail dealers ------------------ 48 310.50
Wholesale dealers ------------- 480 310.40

Oleomargarine (uncolored or
white):

Manufacturers ---------------- 600 310.20
Retail dealers ----------------- 6 310.50
Wholesale dealers -------------- 200 310.40

Process or renovated butter:
Manufacturers ----------------- 50 310.122
Retail dealers ------------------------- 310.127
Wholesale dealers --------------------- 310.127

§ 310.60 Registration and payment of
special tax. (a) Registration as required
by law is effected by filing, with the col-
lector for the district in which the busi-
ness is located, property executed special-
tax return, Form 11. (See § 310.93.)
The return and the tax due must be in
the hands of the collector on or before
the last day of the month during which
business is commenced.

(b) The tax year begins July 1 and
ends June 30. Persons in business dur-
ing any portion of a month are liable
from the beginning of the month. Per-
sons in business during the month of
July must pay tax for the entire year.
Persons commencing business during any
other month must pay a proportionate
part of the annual tax. For instance,
one comencing business in October will
pay for 9 months. (See instructions on
Form 11.)

(c) If the business is discontinued
prior to the end of the tax year, the lia-
bility is not thereby reduced. (See
§ 310.90 (b) (2).)

(d) Assessment of unpaid special tax
will be made as provided in section 3311,
. R. C.

§ 310.61 Ad valorem penalties and in-
terest for delinquency-(a) Delinquent
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returns-C() Penalties. (1) Every per-
son from whom a special-tax return is
required who, without reasonable cause,
fails to file such return within the month
during which liability was incurred, is
subject to certain penalties. Section
3612 (d) (1), I. R. C., imposes a 25 per-
cent penalty in all such cases.

(ii) The rule as to special-tax returns,
within the scope of the regulations in
this part, is that if the time prescribed
for filing a return is prior to the month
of August, 1935, the penalty for delin-
quency Is 25 percent of the tax; but if
the time prescribed for filing a return
Is during or subsequent to the month of
August 1935, the penalty for delinquency
is 5 percent if the failure is for not more
than 30 days, and an additional 5 percent
for each additional 30 days, or fraction
thereof, during which the delinquency
continues, not to exceed 25 percent of
the aggregate.

(2) Sickness or absence. If the col-
lector Is satisfied that failure to file a
return is due to sickness or absence, he
may extend the time for not more than
30 days. Since any member of a firm
may make the return, sickness or absence
of less than all the members of a firm
will not relieve from liability to the pen-
alty for failure to make return, nor af-
ford ground for extension of time.

(3) Failure of agent. If an attorney
or agent is delegated to make a return
and pay special tax, the principal will
incur the penalty if thereturn is not filed
within the time prescribed by law.

(b) Delinquent payment. (1) Failure
to pay the amount of an assessment
within 10 days after issuance of Form 17
(First Notice and Demand) causes to
accrue a 5 percent penalty and interest
from the date of the expiration of the
10-day period to the date of payment,
under the provisions of section 3655 (b),
I. R. C.

(2) [Reserved]
(3) Interest shall be computed at the

rate of 6 percent per annum from the
expiration of the 10-day period to the
date of payment.

(4) Interest at the rate of 6 percent
per annum shall be computed on the
basis of 365 days to the year, or 366 days
in a leap year.

§ 310.62 False returns. For making a
false or fraudulent return additional lia-
bility amounting to 50 percent of the
total tax is incurred. If a return covers

only a portion of a year or period for
which liability is incurred, the return is
false as a whole and not merely as to
that portion of the year or period omitted.
(See section 3612 (d) (2), I. R. C.)

§ 310.63 Partnerships. Collectors will
issue special-tax stamps to partnerships
in the firm name and trade name, if any,
but the stamps need not show the names
of individual partners.

§ 310.64 Each place taxable. Special
tax shall be paid for each place of busi-
ness, except that a manufacturer who
pays special tax for the place of produc-
tion may, without incurring additional
liability, sell products of his own manu-
facture at his principal office or place of
business, provided no products other than
samples are kept there.

§ 310.65 Each0 business taxable.
Where more than one taxable business is
conducted by the same person at the
same address, special tax for each busi-
ness must be paid. But as to manufac-
turers see § 310.41 (j) (1), 310.64.

§ 310.66 Special-tax stamps-(a) Is-
suance o1 stamps. Collectors will issue a
special-tax stamp to the taxpayer upon
receipt of a return on Form 11 accom-
panied by the amount of the tax. Col-
lectors and their deputies are forbidden
to issue receipts in lieu of special-tax
stamps. A receipt may be furnished only
pending issuance of a special-tax stamp.

(b) Display of stamp. A special-tax
payer shall conspicuously display his
special-tax stamp on the premises where
the business is operated. A taxpayer who
neglects to display the stamp incurs lia-
bility to a penalty of $10, or an amount
equal to the tax if the tax is more than
$10, in addition to the costs of prosecu-
tion. If the failure is willful the penalty
is doubled.

(c) Loss of stamp. If a taxpayer loses
his special-tax stamp, or if it is acciden-
tally destroyed, he shall immediately
notify the collector, who will issue a
certificate of payment, Form 785, which
must be displayed in lieu of the stamp.
Unless a certificate is so obtained and
displayed, liability for failure to display
special-tax stamp will be incurred. (See
paragraph (b) of this section.)

§310.67 Change of control-(a)
Without additional liability. Certain
persons other than the taxpayer may,
without incurring additional liability,
carry on the business at the same address
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and for the remainder of the period for
which special tax was paid. To secure
such right the party or parties continuing
the business must execute, within 30 days,
a return on Form 11, showing the basis
of the right. As to liability for failure to
register change, see § 310.69. Under the
conditions indicated the parties having
such right are as follows:

(1) Death. The widow, children, or
other legal representatives of a deceased
taxpayer.

(2) Insolvency. A receiver or referee in
bankruptcy, or an assignee for the bene-
fit of creditors.

(3) Withdrawal from firm. The part-
ner or partners remaining after death or
withdrawal of a member.

(b) Additional liability. Special tax,
reckoned from the 1st day of the month
in which the change occurs, is incurred
and must be paid by the following parties
under the conditions named:

(1) Partnerships. Where additional
partners are taken into a firm operating
under the old or a new firm name.

(2) New corporation. Where a corpo-
ration is formed to continue the business
of a partnership, or a new charter is is-
sued to a former corporation.

(3) Stockholder. W h e r e a stock-
holder or other party continues a busi-
ness previously conducted by a corpora-
tion, whether or not the corporation is
dissolved.

§ 310.68 Change of name or location-
(a) Exemption from liability. The name
of an individual, firm, or corporation
that has paid special tax may be changed,
or a special-tax payer may relocate his
place of business, without incurring ad-
ditional tax liability, provided the change
Is registered with the collector.

(b) Registration. A special-tax payer
who changes his name or relocates his
place of business shall within 30 days
execute a new return on Form 11, marked
"Revised registry." The return shall
set forth the date of change, and the
new name or address. The return shall
be forwarded with the special-tax stamp
to the collector who issued the stamp
for recording the change.

(c) Procedure by collector-() Re-
moval within district. Where a tax-
payer removes his business to another
address within the district the collector
will enter on his Record 10 the new ad-
dress and the date of removal, and will

note the change on the face of the spe-
cial-tax stamp which he will return to
the taxpayer.

(2) Removal to another district.
'Where a taxpayer removes his business
to another district the collector who is-
sued the stamp will enter on his Rec-
ord 10 the new address and date of re-
moval, and will transmit the stamp to
the collector of the district to which the
taxpayer removed. The collector of that
district will then make entry on his Rec-
ord 10, as in the case of a new registrant,
and note the taxpayer's new address and
the collector's name, title and district,
and the date on the stamp, which will
be returned to the taxpayer.

§ 310.69 Penalties for failure to reg-
ister change. A person succeeding to a
business for which tax has been paid,
or a taxpayer who relocates his business,
without registering the change within
30 days, as required by §§ 310.67, 310.68,
respectively, will be liable to the tax, to
the penalties set forth in § 310.61, for
failure to make return, and also to pen-
alty for carrying on business without
payment of tax. (See section 3201,
I. R. C., and § 310.22 (b).)

§ 310.70 State laws applicable. Pay-
ment of special tax under Federal law
confers no right or privilege to conduct
business contrary to State law. The
holder of a special-tax stamp issued by
the Federal Government may still be
punishable under a State law prohibiting
or regulating the manufacture or sale
of oleomargarine. On the other hand,
compliance with State law affords no
immunity under Federal law. Persons
who engage In business in violation of
the law of a State are, nevertheless, re-
quired to pay special tax as imposed un-
der the internal-revenue laws of the
United States.

§ 310.71 Public record of taxpayers.
The list of special-tax payers required by
the foregoing statute shall be kept on
Record 10, and may be inspected and
copied in collectors' office at such rea-
sonable and proper times as not to in-
terfere with the collector's use of it, or
exclude other persons from inspecting it.

SUBPART G-IMPORTATION AND EXPORTATION
OF OLEOMARGARINE

§ 310.80 Importation-(a) Requisi-
tion for stamps. Stamps for tax pay-
ment of imported oleomargine will be
sold to the owner or importer only upon
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requisition (Customs Catalogue 3493)

executed by an authorized customs offi-
cer. The requisition shall be presented
to the internal-revenue collector of the

district in which is located the custom-
house where the entry is filed.

(b) Affixing and canceling stamps.

Before release from customs custody
stamps shall be affixed and canceled by
the owner or importer in the manner
prescribed in § 310.31 (c), (d). The can-

cellation shall distinctly show the name
of the owner or importer, port of entry,

customs entry number, and date.

(c) Packing and branding. Imported
oleomargarine shall be packed in wooden
or tin-plate containers of not less than

10 pounds each, as prescribed in § 310.28.
Before removal from customs custody
imported packages shall be branded in
accordance with § 310.29, so far as ap-
plicable, the name of the country of
origin, and the name and address of the
importer to be substituted for the fac-
tory number, district, and State. The
caution notice prescribed for packages
of oleomargarine of domestic manufac-
ture is not required.

§ 310.81 Philippine receipts. (a)
Prior to July 4, 1946, oleomargarine com-
ing into the United States from the
Philippine Islands is taxable at the rate
of one-fourth of 1 cent a pound for the
white or uncolored product and 10 cents a
pound for the yellow or colored product,
in addition to any customs duty imposed
thereon. The provisions contained .in
§ 310.80 as to obtaining, affixing, and
canceling stamps and package require-
ments, so far as applicable, shall apply
to oleomargarine received from the
Philippines.

(b) On and after July 4, 1946, all oleo-
margarine coming into the United States
from the Philippine Islands is taxable at
the rate of 15 cents per pound, in addi-
tion to any customs duty imposed
thereon, the same as oleomargarine im-
ported from other foreign countries.
[Regs. 9, 1 F. R. 193, as amended by T. D.
5531, 11 F. R. 9237]

§ 310.82 Exportation-(a) Regulatory
provisions. Oleomargarine may be ex-
ported free of tax as provided in Part
451 of this chapter, copies of which may
be obtained from a collector or the Com-
missioner of Internal Revenue. The
manufacturer is required to furnish the
collector with a bond, Form 549, and file
application for withdrawal and entry for

exportation, Form 550. As to exporters'
liability as wholesale dealers, see § 310.41
(k).

(b) Drawback. The law makes no
provision for allowance of drawback upon
exportation of tax-paid oleomargarine.

(c) Consumption aboard vessel. Oleo-
margarine for consumption aboard a
vessel while in a port of the United States
or en route to a foreign country shall be
tax-paid.

(d) Packing and branding. Before
removal from the factory each statutory
package shall be branded as prescribed
in section 2307, I. R. C. Inner pack-
ages, which may be of wood, metal,
paper, or other material, shall contain
not less than one-half pound each and
shall be branded with the word "Oleo-
margarine" in plain gothic letters of at
least 20-point type, the brand to measure
not less than 31/ inches in length. The
brand may be lithographed on inner
packages of tin or printed on a label
affixed to the tin.

§ 310.83 Reimportation. Oleomar-
garine exported free of tax, when reim-
ported, is subject to a customs duty equal
to the tax. Customs inspection stamps
shall be affixed to all packages of reim-
ported oleomargarine to denote payment
of duty. Internal-revenue stamps are
not required on reimported packages to
which customs inspection stamps have
been affixed.

SUBPART H--GENERAL PROVISIONS

§ 310.90 Redemption of stamps-(a)
Commodity tax stamps. (1) Stamps re-
ceived from the Government in such
condition that the purchaser can not use
them may be exchanged by the collector
for usable stamps of the same quantity
and denomination. Stamps may be re-
deemed if (i) rendered useless by stick-
ing together after receipt by the pur-
chaser; (ii) used in excess of the amount
required; or (iii) the owner has no use
for them.

(2) Stamps on packages sold or re-
moved from the factory can not be re-
deemed if afterwards the oleomargarine
became damaged or unmerchantable, or
was reworked or disposed of as grease.
But see §§ 310.32 (Repacking and re-
stamping) and 310.33 (Reworking, de-
naturing, repacking.)

(b) Special-tax stamps. (1) Where
two stamps covering respectively col-
ored and uncolored oleomargarine are
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issued to the same taxpayer for the same
address, the stamp for the sale of un-
colored oleomargarine is redeemable
provided the full period thereof is cov-
ered by the stamp for the sale of colored
oleomargarine. (See §§ 310.40 (b),
310.50 (b).)

(2) If business is discontinued before
the end of the taxable year the part of
the special-tax stamp for the unexpired
portion of the tax-paid period can not
be redeemed. (See § 310.60 (c).)

(c) Authority for redemption. The
authority for redemption of or allow-
ance for internal-revenue stamps is pro-
vided in section 3304, I. R. C. (See
paragraphs (a) and (b) of this section.)
[Regs. 9, 1 F. R. 193, as amended by T. D.
4807, 3 F. R. 1333]

§ 310.91 Claims for stamps. A claim
prepared by the taxpayer on Form 843
and accompanied by the stamps must be
presented to the collector within 4 years
after the stamps were purchased. The
date of purchase, if known, must be
shown. If the date of purchase is un-
known the claim must show whether the
stamps were purchased within 4 years
preceding the date of filing the claim. If
the stamps can not be submitted with the
claim they shall be exhibited to an inter-
nal-revenue representative, who will
write on them: "Claim for refund filed."
A statement from the representative
showing that he made the notation and
the circumstances requiring such proce-
dure must accompany the claim.

§ 310.92 Refunds-(a) Special t ax
and penalty. Claims for refund of spe-
cial taxes and penalties, paid as the result
of an assessment without issuance of
stamps, are governed by sections 3770
and 3313, I. R. C. Such claims shall be
made on Form 843 and filed with the
collector within 4 years after payment of
the tax or penalty. (See § 310.91 as to
claims for redemption of stamps.)

(b) Compromise offers. Refunds of
amounts paid as compromise offers can
not be made where the offers have been
accepted, notwithstanding it may sub-
sequently be established that no liabil-
ity was actually incurred.

§ 310.93 Execution o1 returns-(a)
Signatures. Special-tax and monthly
returns required by the regulations in
this part shall be executed as follows:

(1) Sole proprietorship. The returns
of a sole proprietorship shall be signed by
the proprietor himself.
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(2) Partnership. The returns of a
partnership shall be signed by a mem-
ber, who shall affix the firm's name and
below it sign his own name and designate
his capacity.

(3) Corporation. The returns of a
corporation shall be signed by a duly au-
thorized officer or agent, who shall affix
the corporation's name and below it sign
his own name and designate his title.
The corporate seal, if any shall be
affixed.

(4) Authorized agent. If the tax-
payer desires to delegate the signing of
returns to another, the manager of a
branch house, or other agent, may sign
returns, provided a power of attorney, in
duplicate, authorizing the agent to exe-
cute returns, is furnished the collector.
An agent shall sign the name of the per-
son, firm, or corporation for which he is
authorized to act and below it sign his
own name and designate his capacity.

(5) Names and addresses. (1) Where
a business is operated in a trade name,
both the real name and the trade
name of the proprietor shall be used
when executing special-tax return, Form
11. Monthly returns, Forms 216 and 217,
shall be executed in conformity with the
special-tax return and special-tax stamp.
If the special-tax return and stamp
show a trade name as well as the real
name of the proprietor, both names shall
likewise appear on the monthly returns.

(2) The identical address of the prem-
ises as given on the special-tax return
and special-tax stamp shall also be used
to designate the taxpayer's place of busi-
ness on monthly returns.

(b) Oaths. The jurat may be exe-
cuted by any officer authorized to admin-
ister oaths. No charge is made if spe-
cial-tax- and monthly returns are sworn
and subscribed to before a deputy collec-
tor or an internal-revenue agent.

§ 310.94 Preparation of returns by
revenue officer. If a person who has
incurred liability to special tax fails or
refuses to render returns special-tax or
monthly) within the time prescribed by
these regulations, or by the Commis-
sioner, the return shall be made by an in-
ternal-revenue officer. Such action by
an officer will not relieve the delinquent
from liability for his failure to make
returns. (See § 310.61 as to penalties.)

§ 310.95 Law enforcement-(a) Au-
thority to examine records. The Com-
missioner may specifically authorize any
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internal-revenue officer or employee to
examine the records required by the reg-
ulations in this part, and demand the
production of any other records for the
purpose of determining whether liability
to tax was incurred, or whether the pro-
visions of the regulations in this part
have been observed.

(b) Canvass of districts. Each col-
lector is charged with the enforcement of
all the laws and regulations concerning
the collection of internal-revenue taxes
in his district, and with the prevention,
detection, and punishment of fraud.
Section 3600, I. R. C., provides that each
collector shall require deputies to thor-
oughly canvass his district from time to
time for objects of taxation. Section
3745 (a), I. R. C., makes it the duty of
each collector to report willful violations
of law to the United States attorney for
the appropriate district.

§ 310.96 Right of entry-(a) Author-
ity. Each collector, deputy collector, or
inspector within his district, or any in-
ternal-revenue agent, is authorized by
law to enter any premises for the pur-
pose of examining taxable merchandise
produced or stored there. Unless the
premises are open at night, entry may be
made only during the day.

(b) Search warrant. A private home
may be entered only under authority of
a search warrant. As to issuance of
search warrants in internal-revenue
cases, see section 3602, I. R. C.

(c) Factory inspection. Each factory
where oleomargarine, adulterated but-
ter, or process or renovated butter is
made will be periodically inspected by an
internal-revenue officer. He will record
his name and the date of his inspection
in the manufacturer's record and sub-
mit a report on the condition of the
factory to the collector. If an internal-
revenue officer is denied admission to the
premises, or refused permission to make
an adequate inspection, the facts should
be reported to the Commissioner.
[Regs. 9, 1 F. R. 193, as amended by T. D.

4807, 3 F. R. 1333]

§ 310.97 Illegal divulgence. A collec-
tor may furnish inquirers with a monthly
statement showing the amount received
from sales of stamps in his district, but
no information from which could be de-
termined the output or operations of any
individual manufacturer will be divulged.

819596-49------O

§ 310.98 Deleterious oleomargarine-
(a) Seizure. Oleomargarine suspected of
containing ingredients deleterious to the
public health shall be seized by the col-
lector, who shall immediately forward
samples to the Commissioner for exami-
nation, as provided in § 310.13.

(b) Appeal from decision. If the
owner of the product disputes the deci-
sion of the Commissioner, he may appeal
to a board composed of the Surgeon Gen-
eral of the Army, the Surgeon General of
the Navy, and the Secretary of Agricul-
ture. An appeal shall be presented to
the collector, who will forward it to the
Commissioner, by whom it will be trans-
mitted to the board, together with the
samples and record of the case. The de-
cision of the board shall be final and will
be transmitted to the owner of the prod-
uct by the Commissioner through the
collector.

(c) Disposition. Deleterious oleomar-
garine forfeited to the United States may
be destroyed by the collector upon au-
thorization from the Commissioner; or
it may be sold: Provided, That before de-
livery to the purchaser each package is
conspicuously stamped with the follow-
ing statement in letters at least an inch
square: "Condemned as unfit for human
consumption and deleterious to the pub-
lic health."

§ 310.99 Sales by legal process-(a)
Packing, branding, stamping. When
oleomargarine which has been aban-
doned, forfeited, or seized under warrant
of distraint Is sold for the benefit of the
United States, with or without an order
of court; or when sold by a sheriff, con-
stable, or other officer under any writ,
execution, or process or order of any
court, the officer making the sale shall,
before delivery, see that the product is
properly packed and that each package
bears the required brand, stamps, and
caution notice. If it is necessary to at-
tach stamps, or to cancel stamps already
affixed, the cancellation shall show the
name and title of the officer and the
date.

(b) Payment of tax. Where sales of
unstamped oleomargarine are to be made
for the benefit of the United States the
officer will ascertain, by obtaining infor-
mal bids or otherwise, whether the mer-
chandise will sell for an amount equal
to the tax. If it will not, the officer shall
report the facts to the Commissioner,
who will issue instructions as to the dis-
position of the product. The report shall
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state the history of the case, the quantity
and condition of the goods, and what ef-
forts were made to sell them for an
amount equal to the tax.

(1) Application for stamps. If an
amount equal to the tax is, or will be,
realized, application for stamps shall be
made by the officer to the internal-
revenue collector of the district where
the sale was, or will be, made. The ap-
plication shall show the quantity of each
class of oleomargarine sold, or to be sold,
and the amount realized or expected
from the sale. The application shall be
supported by a certified copy of the order
of the court or officer who authorized the
sale.

(2) Collector to supply stamps. If the
collector is satisfied that the sale was, or
will be, authorized and made for the
benefit of the United States, and that
the proceeds were, or will be, equal to
the tax, he shall supply the necessary
stamps and obtain a receipt from the
officer. The application and receipt for
the stamps and a certified copy of the
order of the court or officer shall be for-
warded to the Commissioner so that
proper credit may be allowed the col-
lector for the stamps.

(c) Officer to purchase stamps. If a
sale is not made for the benefit of the
United States, the sheriff, constable, or
other officer making the sale shall pur-
chase the required stamps from the in-
ternal-revenue collector of the district.

(d) Accounting procedure. The pro-
cedure as to obtaining and accounting
for stamps, and as to accounting for pro-
ceeds of sales of material distrained
upon, shall be in accordance with in-
structions issued to collectors covering
such situations.

SUBPART I-ADULTERATED BUTTER
§ 310.100 Butter defined. (a) [Re-

served]

(b) Butter churned and worked in ac-
cordance with approved standards, and
with quality as a prime object, contains
not more than 16 percent moisture. As
defined by the Food and Drugs Act of
March 4, 1923, butter contains not less
than 80 percent, by weight, of milk fat,
allowance being made for all tolerances.
When butter contains a smaller quantity
of milk fat or more than 16 percent mois-
ture, a strong presumption is raised that
the product is adulterated butter within
the meaning of the statute.
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§ 310.101 Adulterated butter classi-
fied. Adulterated butter may be divided
into three classes, namely:

(a) Butter in any way produced from
different lots of melted or unmelted but-
ter, or butter fat, to which a substance
has been added for the purpose of remov-
ing rancidity or deodorizing it, except
butter made from sour cream the acid of
which has been reduced with lime water
before churning.

(b) Butter or butter fat with which is
mixed any substance foreign to butter as
defined by law, for the purpose of reduc-
ing the cost of the product. This does
not include mixtures taxable as oleomar-
garine. (For definition of oleomargarine,
see section 2300, I. R. C.)

(c) Butter manufactured or manipu-
lated by any process or with any material
resulting in the absorption of abnormal
quantities of water, milk, or cream.
Emulsified or milk-blended butter comes
within this class.

§ 310.102 Preservatives. Butter to
which a harmless preservative has been
added solely for the purpose of preserva-
tion, is not subject to tax as adulterated
butter, provided the quantity is not larger
than is absolutely necessary to preserve
it. If the preservative is used as a bath
or wash in working or renovating it, the
product will be subject to tax as adul-
terated butter.

§ 310.103 Ladled butter. The product
commonly known as "ladled butter" is
taxable as adulterated butter if a process
within the definition of adulterated but-
ter (see § 310.101) is used. As to tax-
ability of ladled butter as renovated but-
ter, see § 310.120 (c).

§ 310.104 Foreign ingredients. The
addition of any foreign fat, lard, or oil
to butter, no matter how small the quan-
tity, renders the product subject to tax
as oleomargarine. (See section 2300,
I. R. C.)
[Regs. 9, 1 F. R. 193, as amended by T. D.
4807, 3 F. R. 13331

§ 310.105 Commodity tax. (a) The
tax upon adulterated butter accrues upon
manufacture or sale or removal from the
place of manufacture. The tax shall be
paid by the manufacturer by affixing
stamps to the packages before they are
removed from the' bonded premises. If,
however, the Commissioner deems it
necessary, he may require the attach-
ment of stamps, or may assess the tax,
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at any time after manufacture. A frac-
tion of a pound is taxable as a pound.

(b) Adulterated butter may be with-
drawn tax free for export. (See § 310.117
and Part 451 of this chapter.)

§ 310.106 Butter subject to sampling.
Butter which is not branded as adulter-
ated butter, or as process or renovated
butter, will be presumed to be genuine
butter unless a test discloses it to be tax-
able. Internal-revenue officers will pe-
riodically take samples of butter as
provided in § 310.107, and submit them,
as provided in § 310.13 (a), to the Com-
missioner, under whose direction tests
will be made. The Commissioner's de-
cision as to the taxability of the product
sampled will be based upon the tests and
legal definitions of adulterated butter,
and process or renovated butter, and will
be administratively final.

§ 310.107 Sampling requirements-
(a) Method. The following rules for
sampling butter will apply:

(1) Two drawings with a standard
butter trier will be made of tub or solid-
packed butter. The instrument will be
run diagonally from top to bottom of the
package. The two drawings will be from
opposite sides. The cores withdrawn
will be cut into lengths of 2 or 3 inches
each. The alternate lengths should be
combined into a sample which should
weigh approximately half a pound, and
the remaining lengths should be used to
close the apertures in the package.

(2) A sample Will be taken from every
package of each lot. However, (i) if
a lot includes two or more packages from
one churning, a sample may be taken
from one package only; or (ii) if the
separate churnings are not indicated,
not less than one sample from each 10
tubs may be taken, provided, as to either
situation, the manufacturer agrees in
writing to pay the tax on the entire lot
if the test discloses it to be taxable. Ad-
ditional samples may be taken if circum-
stances suggest such action.

(3) A one-pound sample will be taken
from each package of print butter.

(b) Release pending tests. If the but-
ter is not deleterious, the stamp tax may
be paid pending the outcome of the tests,
and the product released for reworking
to legal condition under internal-revenue
supervision. If the tests show all or part
of the butter not to be adulterated, a
claim for refund of the tax paid in excess
may be filed.

(c) Resampling. Application for re-
sampling butter sampled In accordance
with the regulations in this part will not
be entertained.

§ 310.108 Manufacturers' special-tax
liability. A manufacturer shall make re-
turn on Form 11 to the collector, pay spe-
cial tax, and comply with the provisions
contained in Subpart G, relating to spe-
cial taxes. As to execution of returns,
see § 310.93.

§ 310.109 Administrative require-
ments-(a) Provisions applicable. The
provisions of this part as to oleomar-
garine manufacturers' notices (§ 310.22),
inventories (§ 310.23), records (§ 310.24),
returns (§ 310.25), factories (§ 310.26),
bonds (§ 310.27), sales by legal process
(§ 310.99), and all other provisions of this
part relating to oleomargarine, so far as
applicable, are hereby extended and
made to apply to adulterated butter.

(b) Penal sum of bond. The penal
sum of the bond required of a manufac-
turer of adulterated butter shall be not
less than $500.

§ 310.110 Packages. The provisions
of § 310.28 as to manufacturers' packages
of oleomargarine, so far as applicable,
are hereby extended and made to apply
to packages of adulterated butter. (See
penalty for refilling containers provided
by section 2308 (g), I. R. C.)

§ 310.111 Branding-(a) Statutory
packages. (1) Before removal from the
factory the words "Adulterated Butter,"
the factory number, district, and State,
and the gross, tare, and net weights shall
be legibly printed or stenciled on one of
the sides or top of each package of adul-
terated butter in the following manner:

ADULTERATED BUTTER
Factory No. 2, 2d Dist., New York

64-4-60

(2) The words "Adulterated Butter"
shall be in bold-face gothic letters not
less than three-quarters of an inch
high, and the other letters and figures
not less than one-half inch high. The
color of the brand shall be in strong
contrast to that of the package.

(b) For export. When manufactured
expressly for export in accordance with
specifications of foreign customers, a
product coming within the classification
of adulterated butter, as defined in
section 2320 (b), I. R. C., may be
branded "Preserved Butter" in lieu of
"Adulterated Butter," provided such la-
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beling does not violate the laws of the
country to which the product is exported,
or the Federal Food, Drug, and Cosmetic
Act (21 U. S. C. Chapter 9, or any other
act, or regulations issued under author-
ity thereof.

(c) Cartons and wrappers. The pro-
visions of § 310.29, relating to branding
oleomargarine cartons and wrappers, so
far as applicable, are hereby extended
and made to apply to cartons and wrap-
pers in which adulterated butter is
packed.

(d) Penalty for misbranding. For
falsely branding any package of adulter-
ated butter a fine of not more than $1,000
and imprisonment for not more than
2 years is provided by section 2326 (a)
(1), I. R. C.

CROSS REFERENCE: For regulations of the
Food and Drug Administration, Federal Se-
curity Agency, under the Federal Food, Drug,
and Cosmetic Act, see 21 CFR Part 1.
[Regs. 9, 1 F. R. 193, as amended by T. D. 4807,

3 F. R. 13331

§ 310.112 Caution notice. The pro-
visions of § 310.30 as to affixing caution
notice to manufacturers' packages of
oleomargarine, so far as applicable, are
hereby extended and made to apply to
packages of adulterated butter.

§ 310.113 Stamping packages. The
provisions of § 310.31 as to ordering, af-
fixing, and canceling stamps, and of
§ 310.32 as to repacking and restamping
oleomargarine, so far as applicable, are
hereby extended and made to apply to
adulterated butter.

§ 310.114 Dealers' special-tax liabil-
ity-(a) Preliminary requirements. A
return on Form 11 shall be made to the
collector by each wholesale and each
retail dealer in adulterated butter, who
will pay special tax and comply with
the provisions contained in Subpart G,
relating to special taxes. As to execu-
tion of returns, see § 310.93.

(b) Dealers classified. A dealer who
sells 10 pounds or more at one time is a
wholesale dealer in adulterated butter.
A wholesale dealer shall sell original
stamped packages only. A dealer who
sells at one time less than 10 pounds is
a retail dealer In adulterated butter. A
retail dealer shall sell from original
packages only.

§ 310.115 Wholesale dealers' records
and returns. Sections 310.42 and 310.43
as to records and returns of wholesale
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dealers in oleomargarine shall apply, so
far as applicable, to wholesale dealers
in adulterated butter.

§ 310.116 Resirictions on sales. Sec-
tion 310.20 (b) and (c) as to liability of
manufacturers as wholesale or retail
dealers, § 310.41 as to liability of whole-
sale dealers in particular situations,
§ 310.52 as to liability of retail dealers in
particular situations, § 310.54 as to sell-
ing and buying requirements, and all
other sections of this part relating to
oleomargarine manufacturers and deal-
ers, so far as applicable, are hereby ex-
tended and made to apply to sales of
adulterated butter.

§ 310.117 Oleomargarine provisions
applicable to adulterated butter. Sec-
tion 2327 (a), I. R. C., provides that the
provisions of sections 2301 (c) (2) and
2305 to 2311, inclusive (except subsec-
tions (a), (b), and (h) of section 2308)
shall apply to manufacturers of adulter-
ated butter to an extent necessary to
enforce the marking, branding, identifi-
cation, and regulation of exportation and
importation of adulterated butter.

SUBPART J-PROCESS OR RENOVATED BUTTER

§ 310.120 Definition applied. (a) The
terms "process butter" and "renovated
butter" are used synonymously in the
regulations of this part and it is imma-
terial, for the purposes of the acts cited
in this subpart, whether a manufacturer
designates the product "process butter"
or "renovated butter."

(b) Butter which falls within the defi-
nition of adulterated butter (see
§ 310.101) is subject to tax as adulterated
butter rather than as process or reno-
vated butter. The principal difference
between adulterated butter and process
or renovated butter is with respect to
the use of chemicals or other substances.
Butter reworked with the use of chemi-
cals or other substances is adulterated.
Butter which is melted, clarified, or re-
fined without the use of chemicals or
other substances is process or renovated
butter.

(c) Ladled butter is taxable as process
or renovated butter if, in addition to be-
ing reworked, it is melted, clarified, or
refined. By the term "ladled butter" is
meant butter reworked by mixing or
stirring, usually for the purpose of ob-
taining uniformity of color, and not
melted, and softened no more than nec-
essary to facilitate mixing or stirring.
Provided the butter is not melted, cleans-
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Ing of ladled butter by washing with
water or otherwise than by use of chemi-
cals or other substances will not give
the butter the status of process or reno-
vated butter or adulterated butter.
"Melted" as used in this subpart means
such melting as is distinguishable by the
Waterhouse test.

For definitions of "butter" and "adul-
terated butter" see section 2320 (a) and
(b), I. R. C.

§ 310.121 Commodity tax. (a) The
tax on process or renovated butter ac-
crues upon manufacture or sale or re-
moval from the place of manufacture.
The tax shall be paid by the manufac-
turer by affixing stamps to the packages
before they are removed from the bonded
premises. If, however, the Commis-
sioner deems it necessary, he may re-
quire the attachment of stamps, or may
assess the tax, at any time after manu-
facture. A fraction of a pound is tax-
able as a pound.

(b) The law makes no provision for
exporting process or renovated butter
free of tax.

§ 310.122 Manufacturers' special-tax
liability. A manufacturer shall make
return on Form 11 to the collector, pay
special tax, and comply with the provi-
sions contained in subpart G, relating to
special taxes. As to execution of re-
turns, see § 310.93.

§ 310.123 Administrative requirements
-(a) Provisions applicable. The provi-
sions of this part as to oleomargarine
manufacturers' notices (310.22), in-
ventories (Q 310.23), records ( 310 24),
returns (§ 310.25), factories ( 310.26)
bonds, ( 310.27), sales by legal process
( 310.99), and all other provisions of this
part relating to oleomargarine, so far as
applicable, are hereby extended and made
to apply to process or renovated butter.

(b) Penal sum of bond. The penal
sum of the bond required of a manufac-
turer of process or renovated butter shall
be not less than $500.

§ 310.124 Packages-(a) Bulk con-
tainers. Manufacturers shall pack proc-
ess or renovated butter in firkins, tubs,
or other wooden, fiber, or paper contain-
ers. Except when packed for export (see
§ 310.131), packages shall not be incased
in jute, burlap, or other heavy wrapping.

(b) Empty containers. When any
tax-paid packages of process or reno-
vated butter are emptied, the stamps

must be destroyed as provided in section
2305, I. R. C., relating to oleomargarine.

(c) Prints and rolls. Manufacturers
may pack process or renovated butter in
prints or rolls and place them in paper
cartons or wrappers, or containers of
tin or similar material, sealed hermeti-
cally or otherwise, provided the coverings
are branded as provided In § 310.128 (b).

§ 310.125 Caution notice. Before re-
moval from the factory each statutory
package of process or renovated butter
must have legibly and conspicuously
printed or labeled on it the following no-
tice, which must measure not less than
3 inches long by 11/2 inches wide:
Factory No .-------- District, State of

NOTICE: The manufacturer of the renovated
butter herein contained has complied with
all the requirements of the law and regula-
tions authorized thereby. Every person is
cautioned not to use again either this pack-
age for renovated butter or tax stamp thereon
or to remove the contents of this package
without destroying said stamp, under penalty
provided by law in such cases.

§ 310.126 Stamping packages. (a)
Stamps for the payment of the tax on
process or renovated butter are desig-
nated "Process Butter" and are issued
in sheets of 20 stamps each, in denomi-
nations of 10, 20, 30, 40, 50, 60 and 100
pounds. One-pound coupon stamps for
use in connection with stamps of the
foregoing denominations are issued in
sheets of 200 stamps each.

(b) The provisions of § 310.31 as to
ordering, affixing, and canceling stamps,
and § 310.32 as to repacking and re-
stamping oleomargarine, so far as ap-
plicable, are hereby extended and made
to apply to process or renovated butter,

CROSS BEPERzc: For Bureau of Customs
regulations relating to internal revenue
stamps required for oleomargarine, see 19
CFR 11.5.

§ 310.127 Wholesale dealers - (a)
Definition. Every person selling process
or renovated butter In quantities of 10
pounds or more at one time (not includ-
Ing manufacturers selling only at the
registered place of business) is a whole-
sale dealer in process or renovated
butter.

(b) Dealers exempt from liability. A
person who sells process or renovated
butter is not subject to special tax unless
he is a manufacturer of the product.

(c) Records and returns. Wholesale
dealers in process or renovated butter
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shall keep records and render returns
corresponding to those required of
wholesale dealers in oleomargarine by
§§ 310.42, 310.43, respectively.

(d) Other administrative, provisions.
All sections of the regulations in this
part relating to wholesale dealers in oleo-
margarine and adulterated butter are
hereby made to apply, so far as applica-
ble, to wholesale dealers in process or
renovated butter.

§ 310.128 Branding-(a) Statutory
packages. (1) Before removal from the
factory each package of process or ren-
ovated butler shall have legibly printed
or stenciled on one of its sides the legend
"Process Butter" or "Renovated Butter";
also the factory number, district, and
State, and the net weight, in the follow-
ing manner:

PROCESS BUTTER
Factory No. 2, 2d Dist., New York

. Net Weight, 60 lbs.

(2) The legend "Process Butter" or
"Renovated Butter" shall be in bold-face
gothic letters not less than three-quar-
ters of an inch square and the other words
and figures not less than half an inch
square. The color of the legend shall be
in strong contrast to that of the package.

(b) Cartons and wrappers. (1) The
wrappers, cartons, or other containers in
which prints or rolls are placed shall be
branded with the legend "Process But-
ter" or "Renovated Butter," in bold-face
gothic letters, not less than three-eighths
of an inch. square. Such legend shall
form a strong contrast to the color of
the wrapper or container. No other
marks shall be made on the side of the
wrapper or container on which the leg-
end is placed.
, (2) Each package must show the
manufacturer's name and address or the
factory number, district, and State, and
bear a plain and conspicuous statement
of the net weight of contents. Such
wrappers, cartons, or other containers
shall bear no pictorial or other represen-
tation which may create the impression
that the article is butter as defined by the
Federal Food, Drug, and Cosmetic Act
(21 U. S. C. 321a). (See § 310.100 (b).)

(c) Surface impression. The top sur-
face of solid-packed goods shall be im-
printed with the legend "Process Butter"
or "Renovated Butter," in plain gothic
letters not less than half an inch square,
and impressed at least an eighth of an
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inch deep. Prints and rolls shall be sim-
ilarly impressed with letters not less than
three-eighths of an inch square. The
surface impression may be omitted from
prints and rolls of less than a pound unit
weight, provided there is compliance with
all other requirements.

(d) Brands requiring approval. With
the exception of shipping marks, any
marks, brands, or labels, other than those
prescribed by the regulations in this part,
shall be approved by the Secretary of
Agriculture before they are used on pack-
ages of process or renovated butter.

(e) Evidence of approval. Approved
copies of all marks, brands, or labels shall
be retained at the manufacturer's reg-
istered place of business, available for
inspection by representatives of the De-
partment of Agriculture.

(f) Penalty for omitting or removing
brand. Every manufacturer of process
or renovated butter who fails to brand
the product and the containers in which
it is packed, is punishable by a fine of
not less than $50 nor more than $500 or
by imprisonment for not less than 1
month nor more than 6 months, or both.
Every person who removes any such
brands from any package of process or
renovated butter is punishable by a fine
not exceeding $1,000 or imprisonment not
exceeding 1 year, or both.

§ 310.129 Misbranding under Federal
Food, Drug, and Cosmetic Act. Mis-
branding any article of food intended for
interstate commerce, or manufactured
or offered for sale in any Territory of the
United States or the District of Colum-
bia, is prohibited. For the purposes of
this act (Federal Food, Drug, and Cos-
metic Act, 21 U* S. C. Chapter 9) an
article shall also be deemed to be mis-
branded, in the case of food:

(a) If it be an imitation of, or offered
for sale under the.distinctive name of,
another article.

(b) If it be labeled. or branded so as
to deceive or mislead the purchaser, or
purports to be a foreign product when
not so; or if the contents of the package,
as originally put up, shall have been re-
moved in whole or in part and other con-
tents shall have been placed in such
package.

(c) If in package form, the quantity of
the contents be not plainly and con-
spicuously marked on the outside of the
package in terms of weight, measure, or
numerical count.
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(d) If the package containing it or its
label shall bear any statement, design,
or device regarding the ingredients or the
substances contained therein, which
statement, design, or device shall be false
or misleading in any particular.

No provision of the regulations in this
part shall be construed so as to relieve
any person from compliance with the
Federal Food, Drug, and Cosmetic Act.

CROSS REFERENCE: For general regulations
of the Food and Drug Administration, Fed-
eral Security Agency, under the Federal Food,
Drug, and Cosmetic Act relating to mis-
branding and labeling of products, see 21
CPR Part I.

§ 310.130 Factory inspection-(a) Au-
thority to inspect. Inspectors of the De-
partment of Agriculture, appointed for
the purpose by the Secretary of Agricul-
ture, are authorized to enter all factories
and storehouses where process or reno-
vated butter is manufactured, packed, or
prepared for market, for the purpose of
examination or inspection authorized by
this act.

(b) Report o1 condition. Periodic in-
spection of each factory shall be made
by such inspectors who will submit a
complete report to the Secretary of Agri-
culture on the sanitation of the prem-
ises, the character and condition of the
materials used, and the quantity and
quality of process or renovated butter
produced. The sanitary provisions of the
meat inspection act shall apply to the
sanitary inspection of process or reno-
vated butter factories. (See act of Au-
gust 10, 1912, 37 Stat. 273.)

(c) Impure ingredients. Process or
renovated butter containing any filthy,
decomposed, or putrid animal or vege-
table substance shall be deemed adul-
terated under the Food, Drug, and Cos-
metic Act.

(d) Deleterious products seizable. The
Secretary of Agriculture will determine
whether or not materials being used in
the manufacture of process or renovated
butter will be deleterious to health or
unwholesome in the finished product.
If any materials which have been so de-
termined to be deleterious to health or
unwholesome in the finished product are
found to be present in any process or
renovated butter, intended for, or in
course of, exportation or shipment in
interstate commerce, such process or
renovated butter will be confiscated.

CRoss REFERENCE: For Bureau of Dairy In-
,dustry regulations relating to the inspection

of factories where process or renovated butter
is manufactured by inspectors of the Depart-
ment of Agriculture. see 9 CFR Part 301.

§ 310.131 Exportation requirements-
(a) Stamping, branding, covering. Orig-
inal packages of process or renovated
butter for export shall be stamped and
branded as in the case of packages for
domestic use (see §§ 310.126, 310.128)
and may be covered with cloth, jute, or
burlap. The outer covering shall be con-
spicuously stenciled with the legend
"Process Butter" or "Renovated Butter,"
in boldface gothic letters not less than an
Inch square, and the words "For Export
Only" on the line beneath, in similar let-
ters not less than three-eighths of an
inch square.

(b) Inspection. Process or renovated
butter for export shall be examined by
inspectors of the Department of Agri-
culture, who will Issue a certificate as to
Its purity, quality, and grade and the
sufficiency of the stamps and brands. If
inspection is not made before the outer
coverings are placed upon thepackages,
the exporter may be required to remove
them.

§ 310.132 Reports of violations-(a)
By agricultural inspectors. Inspectors
of the Department of Agriculture who
find on the market process or renovated
butter, or butter suspected of being proc-
essed, renovated, or adulterated, without
the required tax stamps and caution no-
tice, will report the matter to the near-
est internal-revenue officer. If in doubt
as to the character of the product, the
inspector should forward samples to the
Laboratory Division, Treasury Depart-
ment, Washington, D. C., for analysis, as
provided in § 310.13 (a).

(b) By revenue officers. Internal-rev-
enue officers who discover on the market
process or renovated butter which does
not comply with the regulations in this
part will promptly notify the Chief of the
Bureau of Dairy Industry, Department
of Agriculture, Washington, D. C., as to
their findings.

§ 310.133 Authority for regulations.
The regulations in this part relating to
process or renovated butter are dual in
their scope. The provisions pertaining
to internal-revenue matters are under
the jurisdiction of the Secretary of the
Treasury and those relating to inspection
*are under the control of the Secretary of
'Agriculture. The regulations pertaining
to internal-revenue matters are made
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under the authority of section 3901,
I. R. C.

§ 310.134 Administrative jurisdiction.
The administration of §§ 310.120-310.127,
as to process or renovated butter, is un-
der the Commissioner of Internal Rev-
enue, Treasury Department, and the ad-
ministration of §§ 310.128-310.131 is
under the Chief of the Bureau of Dairy
Industry, Department of Agriculture,
Washington, D. C. Correspondence per-
taining to the subject matter of the re-
spective sections should be addressed to
the bureau having jurisdiction in the
matter.

CRoss REFErencE: For general regulations
of the Bureau of Dairy Industry, Department
of Agriculture, see 9 CFR Chapter III.

Part 312-Tax on the Manufac-
ture of Manufactured Sugar

Subpart A-Definitions
Sec.
312.100 Meaning of terms.

Subpart B-Tax on the Manufacture of
Manufactured Sugar

312.200 Effective date.
312.201 Geographical scope.
312.202 Rate of tax.
312.203 Measure of tax.
312.204 Liability for tax.
312.205 When the tax attaches.
312.206 Exemption.

312.300
312.301
312.302
312.303

Subpart C-Export Payments

Who may file the claim.
Claim for payment.
Proof of exportation or shipment.
Limitations on allowance.

Subpart D-Livestock Feed and Distillation
Payments

312.400 Filing of claim.
312.401 Proof of claim.
312.402 Period for filing claim.

Subpart E-Administrative and Other General
Provisions

312.500 Returns.
312.501 Time and place for filing returns.
312.502 Payment of tax.
312.503 Interest on delinquent taxes.
312.504 Records.
312.505 Penalties.
312.506 Refunds.

AuTHourry: §§ 312.100 to 312.504 issued
under 53 Stat. 528, 467; 26 U. S. C. 3497, 3791.

SomcE: H§ 312.100 to 312.506 contained in
Regulations 99, 2 F. R. 2677, except as noted
following sections affected. Redesignation
noted at 14 F. R. 5199.

SUBPART A-DEFINITIONS
§ 312.100 Meaning of terms. As used

in the regulations in this part:
(a) The terms defined in the appli-

cable provisions of law shall have the
meaning so assigned to them.

(b) The term "Secretary" means the
Secretary of the Treasury.

(c) The term "Commissioner" means
the Commissioner of Internal Revenue.

(d) The term "collector" means a col-
lector of internal revenue.

(e) [Reserved'].
(f) The term "tax" means the tax im-

posed by section 3490, I. R. C.
(g) The term "manufacture" means

that process of manufacturing which di-
rectly results in manufactured sugar.

(h) The term "manufacturer" means
the person who performs that process of
manufacturing which directly results in
manufactured sugar. The term also in-
cludes any person who, having acquired
any sugar which is to be manufactured
into manufactured sugar, without fur-
ther refining or improving it in quality,
sells such sugar as manufactured sugar
or uses such sugar as manufactured sugar
in the production of other articles for
sale.

(i) The terms "includes" and "includ-
ing" when used in a statement contained
in the regulations in this part, shall not
be deemed to exclude other things other-
wise within the meaning of such state-
ment.
SUBPART B-TAX ON THE MANUFACTURE OF

MANUFACTURED SUGAR
§ 312.200 Effective date. The tax is

effective with respect to the manufacture
of manufactured sugar from the first
moment of September 1, 1937, the date of
enactment of the Sugar Act of 1937. (See
§ 312.205.)

§ 312.201 Geographical scope. The
tax Is applicable to the manufacture of
manufactured sugar in the United States,
which is defined In the act to include only
the States, the Territories of Hawaii and
Alaska, the District of Columbia, and
Puerto Rico.

§ 312.202 Rate o1 tax. The rates of
tax imposed upon the manufacture of
manufactured sugar are:

(a) On all manufactured sugar testing
by the polariscope 92 sugar degrees, 0.465
cent per pound, and for each additional
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sugar degree shown by the polariscope
test, 0.00875 cent per pound additional,
and fractions of a degree in proportion;

(b) On all manufactured sugar testing
by the polariscope less than 92 sugar de-
grees, 0.5144 cent per pound of the total
sugars therein.

(See section 3507 (b), I. R. C., for defi-
nition of "manufactured sugar.")

CRoss REFERENCE: For customs regulations
relating to the interpretation of "testing by
the polariscope," see 19 CFR 13.1.

§ 312.203 Measure of tax. The meas-
ure of the tax is the number of pounds
of manufactured sugar produced by the
manufacturer. In the case of a person
considered, under section 3492, I. R. C.,
to be a manufacturer, the measure of
the tax is the number of pounds of
manufactured sugar sold, or used in the
production of other articles for sale, by
such person.

§ 312.204 Liability for tax. Liability
for the tax attaches to the manufacturer.
(See § 312.100 (h) for definition of
"manufacturer.")

§ 312.205 When the tax attaches. (a)
The tax attaches upon the completion
of that process of manufacturing the
direct result of which is manufactured
sugar. If the completion of the manu-
facturing process takes place during the
period the tax is in effect, the tax at-
taches, notwithstanding that some part
of the manufacturing process took place
before such period.

(b) If a person acquires sugar to be
manufactured into manufactured sugar,
and, without further refining or improv-
ing it In quality, sells such sugar as
manufactured sugar, or uses it as manu-
factured sugar in the production of other
articles for sale, such person Is liable for
the tax as a manufacturer. The tax at-
taches at the time of the sale of such
sugar or at the time of its use in the pro-
duction of other articles for sale, by such
person. (See § 312.502, relating to pay-
ment of tax.)

§ 312.206 Exemption. (a) No tax Is
required to be paid on the manufacture
of manufactured sugar by, or for, the
producer of the sugar beets or sugarcane
from which such manufactured sugar
was derived, for consumption by the pro-
ducer's own family, employees, or house-
hold. This exemption is applicable only
in cases where the producer in question
is an individual; it does not apply if the

producer of the sugar beets or sugarcane
is a corporation.

(b) To support the exemption from
tax under the provisions of section 402
(d) of the act with respect to that quan-
tity of manufactured sugar delivered by
the manufacturer to the producer, the
manufacturer shall obtain from each
producer an affidavit or certificate, in
duplicate, on Form 2 (Sugar). The orig-
inal affidavit or certificate shall be filed
with the return on which the exemption
is claimed, and a duplicate copy kept on
the premises where the manufacturing
was done. Such affidavit on Form 2
(Sugar) shall be executed by the pro-
ducer with respect to each lot of manu-
factured sugar delivered to him by the
manufacturer.

(c) It is not necessary that the manu-
factured sugar received by the producer
be manufactured from the identical
sugar beets or sugarcane delivered. The
manufacturer may deliver to the pro-
ducer an amount of manufactured sugar
not In excess of the amount which would
have been manufactured from the par-
ticular quantity of sugar beets or sugar-
cane the producer has delivered to the
manufacturer. All the manufactured
sugar to be delivered to a producer for
consumption by his family, employees,
or household need not be delivered to
him at one time, but a separate affidavit
or certificate on Form 2 (Sugar) must be
obtained for each withdrawal.

(d) The deduction in the manufac-
turer's return in connection with this
exemption is limited to manufactured
sugar actually delivered to the producer
during the period for which the return
is made and shall not include any quan-
tity of manufactured sugar which has
not actually been delivered to the pro-
ducer.

(e) Under the act this exemption is
applicable only to that quantity of manu-
factured sugar required by the producer
for consumption by his family, em-
ployees, or household. The manufac-
turer is required to exercise care in ac-
cepting affidavits or certificates from
producers to ascertain that no quantity
of manufactured sugar in excess of that
required for such use is delivered to the
producer under this exemption.

SUBPART C-EXPORT PAYMENTS
§ 312.300 Who may file the claim.

The person named as consignor In the
bill of lading under which the manufac-
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tured sugar, or an article processed
wholly or partly therefrom, is exported
or shipped has the primary right to claim
the export payment provided for in sec-
tion 3493 (a) of the Internal Revenue
Code, as amended. Such person may,
however, waive any claim thereto in
favor of the shipper or the manufac-
turer, in which case the shipper or the
manufacturer, as the case may be, will
be recognized as the proper claimant.

A waiver in substantially the follow-
ing form shall be used:

------ ,---------- the consignor(s) named
in the bill of lading to which this waiver is
affixed or attached, do(es) waive in favor of
--------------------- (shipper) (manufac-
turer) any claim for payment allowable un-
der the provisions of section 3493 (a) of the
Internal Revenue Code by reason of the ex-
portation or shipment of the articles de-
scribed in such bill of lading, and state(s)
that such party is the actual shipper or the
actual manufacturer of the article or articles
exported.

----------------------------------

(Consignor named in the bill of lading)
[T. D. 5021, 5 F. R. 4610]

§ 312.301 Claim for payment. Claim
for an export payment shall be executed
by the claimant on the form prescribed
by the Commissioner in accordance with
the instructions contained thereon and
in accordance with the regulations in this
part. The claim shall be filed with the
collector of internal revenue for the dis-
trict in which is located the principal
place of business of the claimant. If the
claimant has no principal place of busi-
ness in the United States, the claim shall
be filed with the collector of internal rev-
enue at Baltimore, Md.

§ 312.302 Proof of exportation or
shipment. No export payment shall be
allowed unless the claimant establishes
actual exportation to a foreign country
or shipment to a possession. Exporta-
tion to a foreign country or shipment to
a possession may be evidenced by (a) a
copy of the export bill of lading, or (b)
a certificate by an agent or representa-
tive of the carrier showing actual deliv-
ery of the manufactured sugar or ar-
ticles in a foreign country or a posses-
sion of the United States, or (c) a cer-
tificate of landing signed by a customs
officer of the foreign country to which
the manufactured sugar or articles are
delivered, or (d) if such foreign country
has no customs administration, or in
the case of shipment to a possession, a
sworn statement of the consignee show-

ing receipt of the manufactured sugar
or articles.

§ 312.303 Limitations on allowance-
(a) Time for filing claim. No export
payment shall be allowed unless claim
therefor is filed by the person entitled
thereto within 2 years from the date
the right to such payment accrued. The
right to payment accrues as of the date
the articles are exported.

(b) Drawback of duty. No export
payment is allowable with respect to any
manufactured sugar, or article manu-
factured wholly or partly from manufac-
tured sugar, upon which through substi-
tution or otherwise a drawback of any
tax paid under section 3500, I. R. C. (im-
port compensating tax) has been or Is
to be claimed under any provision of law
made applicable by section 3501, I. R. C.
[Regs. 99, 2 F. R. 2677, as amended by T. D.

5021, 5 F. R. 4610]

SUBPART D-LIVESTOCK FEED AND
DISTILLATION PAYMENTS

§ 312.400 Filing of claim. Any person
using any manufactured sugar, or an
article manufactured therefrom, with re-
spect to which a tax has been paid under
section 3490, I. R. C., as (a) livestock
feed, (b) in the production of livestock
feed, or (c) for the distillation of alcohol,
may file a claim for payment of the
amount of tax paid. The claim for pay-
ment shall be executed by the claimant
on the form prescribed by the Commis-
sioner, in accordance with the instruc-
tions contained thereon, and in accord-
ance with the regulations in this part.
The claim shall be filed with the collec-
tor for the district in which is located
the principal place of business of the
claimant. If the claimant has no prin-
cipal place of business in the United
States, the claim shall be filed with the
collector at Baltimore, Md.

§ 312.401 Proof of claim. No claim
for payment under section 3494 (a),
I. R. C., will be allowed unless the claim-
ant establishes to the satisfaction of the
Commissioner (a) that the tax with re-
spect to the manufactured sugar upon
which the claim is based was actually
paid; (b) that the manufactured sugar,
or article manufactured therefrom, was
actually used in the production of live-
stock feed, or as livestock feed, or for
the distillation of alcohol; (c) the quan-
tity and test of the manufactured sugar
upon which-the claim is based; and (d)
such other facts as may be required to
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determine the claimant's right to the
payment.

§ 312.402 Period for filing claim. No
payment under section 3494 (b), I. R. C.,
will be allowed unless claim therefor
is filed by the person entitled thereto
within 1 year from the date the right
to such payment accrued. The right to
payment accrues as of the date the man-
ufactured sugar, or article manufactured
therefrom, is used for one of the three
purposes for which payment is allowable
under the act. (See § 312.400.)

SUBPART E-ADMINISTRATIVE AND OTHER
GENERAL PROVISIONS

§ 312.500 Returns. (a) Every per-
son liable for the tax shall prepare for
each calendar month a return in dupli-
cate on Form 1 (Sugar) in accordance
with the instructions thereon and in ac-
cordance with the regulations in this
part.

(b) A separate return shall be pre-
pared for each collection district in
which the manufacturing was done or
liability for the tax incurred. That is, if
the taxpayer is engaged in the manufac-
ture of manufactured sugar (or incurs
liability for tax as a manufacturer under
section 3492, I. R. C.) in more than
one collection district, he shall prepare a
separate return with respect to the lia-
bility for the tax incurred in each such
district. (See, however, § 312.501.)

(c) If, within a collection district, the
taxpayer has more than one factory, re-
finery, or other place where he manufac-
tures manufactured sugar, there shall be
prepared and annexed to the return for
such district a separate schedule for each
such factory, refinery, or other place,
giving for each such place the informa-
tion required on Form 1 (Sugar).

(d) The return shall be under oath
and verified before an officer duly au-
thorized to administer oaths. If the
amount of the tax shown by the return
to be due is $10 or less, the return may be
signed and executed before two subscrib-
ing witnesses instead of under oath.

§ 312.501 Time and place for filing
returns. (a) The return for each cal-
endar month shall be filed in duplicate
with the collector for the district in which
the manufacturing is done, or liability
for the tax incurred, on or before the
last day of the month following the
month for which the return has been
prepared. For example, the return for

the month of October, 1937, is required to
be filed on or before November 30, 1937.
However, the due date of the first return
of tax, for the month of September, 1937,
Is fixed in the act as November 30, 1937.

(b) The Commissioner, on application
and for good cause shown, may permit a
taxpayer who is engaged in the manufac-
ture of manufactured sugar in more than
one collection district to file consolidated
returns and pay the tax to the collector
for the district in which such taxpayer
has his principal place of business.

§ 312.502 Payment of tax-(a) Gen-
eral. (1) The tax shall, without assess-
ment by the Commissioner or notice from
the collector, be due and payable to the
collector on the last day of the month
following the month in which the manu-
factured sugar was sold by the manu-
facturer, or used by him in the produc-
tion of other articles for sale. However,
an exception is made with respect to the
first return and payment of tax under
the act: The tax with respect to manu-
factured sugar manufactured in the
month of September, 1937, and sold, or
used in the production of other articles
for sale, in such month by the manu-
facturer, shall be due and payable with-
out assessment by the Commissioner or
notice from the collector, on November
30, 1937.

(2) With respect to manufactured
sugar which has not been sold, or used
in the production of other articles for
sale, by the manufacturer, within 12
months from the month in which manu-
factured, the tax shall be due and pay-
able, without assessment by the Com-
missioner or notice from the collector,
on the last day of the month following
the month in which such 12-month pe-
riod expires.

(3) For the purpose of determining
whether manufactured sugar has been
sold, or used in the production of other
articles for sale, by the manufacturer,
within 12 months after it was manufac-
tured, such sugar shall be considered
to have been sold or used in the order
in which it was manufactured.

(4) With respect to sugar which has
been acquired by a person to be manu-
factured into manufactured sugar but
which, without further refining or other
improvement-in quality, is sold as manu-
factured sugar or is used as manufac-
tured sugar in the production of other
articles for sale, the tax with respect
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thereto is due and payable without as-
sessment by the Commissioner or notice
from the collector, on the last day of the
month following the month in which
such sugar was so sold or used. How-
ever, the due date for payment of tax
liability incurred in September, 1937, is
fixed as ovember 30, 1937.

Example 1. A quantity of manufactured
sugar, manufactured in the month of Octo-
ber, 1937, is sold by the manufacturer during
the month of December, 1937. The tax with
respect to such manufactured sugar Is due
and payable on or before January 31, 1938.

Example 2. On September 30, 1938, the
manufacturer still has on hand, unsold, a
quantity of manufactured sugar manufac-
tured by him in the month of September,
1937. The tax with respect to such manu-
factured sugar is due and payable on or
before October 31, 1938.

Example 3. A quantity of manufactured
sugar manufactured in September, 1937, was
destroyed by fire in December, 1937, prior to
a sale by the manufacturer. The tax with
respect to such sugar is due and payable on
or before October 31, 1938.

(b) Date of sale. Manufactured sugar
will be considered to have been sold dur-
ing the month in which title thereto
passes from the manufacturer to a pur-
chaser. When title passes is dependent
upon the Intention of the parties, which
Is gathered from the contract of sale and
the attendant circumstances. In the ab-
sence of expressed intention or other di-
rect evidence, the legal rules of presump-
tion followed in the Jurisdiction where
the sale is made govern in determining
when title passes. Generally, for the
purposes of payment of the tax, manu-
factured sugar will be considered to have
been sold during the month in which It
was delivered to the purchaser or to a
carrier for delivery to the purchaser.

§ 312.503 Interest on delinquent taxes.
If the tax is not paid when due there
shall be added as part of the tax interest
at the rate of 6 percent per annum from
the time the tax became due until paid.

§ 312.504 Records - (a) Inventory.
Every manufacturer of manufactured
sugar shall make an itemized inventory
of all manufactured sugar held by him,
as of the first moment of September 1,
1937. A separate inventory shall be
made for each factory, refinery, or other
place where such person holds or manu-
factures manufactured sugar, and a copy
of such inventory shall be retained on the
premises.

(b) Manufacturing records. (1) Every
person who on and after September 1,
1937, manufactures manufactured sugar
shall keep an accurate record of the man-
ufacturing done by him. A separate
record shall be kept at and for each place
where the manufacturing is done.

(2) Such records shall show: The
quantity of manufactured sugar and
other sugar on hand at the beginning of
the month; the quantity received during
the month; the quantity of manufac-
tured sugar produced during the month;
the quantity sold during the month; the
quantity of manufactured sugar used
during the month in the production of
other articles for sale; and the quantity
of manufactured sugar and other sugar
on hand at the end of the month. The
records shall show the polariscopic test or
total sugars of each grade and type of
sugar and manufactured sugar.

(3) The records shall contain suffi-
cient information to enable the Commis-
sioner to determine the amount of tax
due. Records shall likewise be kept of
all transactions involved in any way in
any claim or deduction based upon an
exemption, or in connection with any
claim for payment, refund, credit, or
abatement. All records shall be open
for inspection by internal revenue offcers
and shall be maintained for a period of
at least 4 years from the date the return
is filed.

§ 312.505 Penalties. (1) A failure to
file a return as required by the regula-
tions in this part causes to accrue a
penalty of 5 percent of the amount of
the tax if such failure is for not more
than 30 days, with an additional 5 per-
cent for each additional 30 days or frac-
tion thereof during which failure con-
tinues. In no case, however, shall the
penalty exceed 25 percent in the aggre-
gate.

(2) If assessment Is made of the tax,
penalty, or interest, and payment is not
made within 10 days after the issuance
of the form for first notice and demand,
based on assessment approved by the
Commissioner, there will accrue a 5 per-
cent penalty, and interest at the rate of
6 percent a year computed upon the en-
tire assessment (including penalty and
interest, if any) from 10 days after issu-
ance of said form until date of payment.
In cases where assessment is settled by
partial payments, interest is to be com-
puted from the expiration of the first
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10-day notice through the date of the
first payment and from the next suc-
ceeding day to the date of the next pay-
ment, until the assessment is paid in
full.

(3) If a claim for abatement is filed
with the collector within 10 days after
the date of the issuance of the first notice
and demand, the 5 percent penalty does
not attach. If the assessment is not paid
within 10 days after receipt of notice of
rejection of the claim, the 5 percent pen-
alty applies. The filing of the claim does
not stay the running of interest, which
continues to run for the full period that
intervenes betwleen the date of expiration
of the first notice and demand and the
date of payment.

(4) If a false or fraudulent return be
willfully made, the penalty under sec-
tion 3612 (d) (2), I. R. C., is 50 percent
of the total tax due.

§ 312.506 Refunds. A tax (including
any penalty or interest) erroneously, il-
legally, or otherwise wrongfully collected
may be refunded by the Commissioner.
A claim for such refund shall be made
on Form 843 in accordance with the in-
structions printed on such form and in
accordance with the regulations in this
part. Copies of the prescribed forms
may be obtained from the collector.
The claim shall set forth clearly in de-
tail the reasons and facts relied upon in
support of the claim, shall be made un-
der oath, and presented within four
years next after payment of such taxes.

Part 314-Taxes on Gasoline, Lu-
bricating Oil, and Matches

Subpart A-General Provisions

Meaning of terms.
Effective period.
Liability for tax.
When tax attaches.
Sales of taxable articles by a person

other than the manufacturer
thereof.

Tax on use by manufacturer, pro-
ducer, or importer.

Registration; generally.
Registration; producers of gasoline

and lubricating oils.
Bonding.
Cancellation clause of bond.

Subpart B-General Exemptions

314.20 Tax-free sales.
314.21 Articles sold to manufacturers.
314.22 Articles sold for resale to manufac-

turers.

Sec.
314.23
314.24
314.25
314.26
314.27

314.28

314.29

Proof of right to exemptions.
Exempt sales for governmental use.
Sales for export.
Proof of exportation.
Shipments to possessions of the

United States.
Exemption of certain supplies for

certain vessels.
Exemption of certain supplies for

aircraft.

Subpart C--Gasoline
314.30 Use of terms.
314.31 Scope of tax.
314.32 Sales to producers of gasoline.
314.33 Sales of benzol, benzene, naphtha, or

other taxable liquids to nonmotor
fuel users.

314.34 Use by producer or importer.
314.35 Rate of tax.

314.40
314.41
314.42

314.43
314.44

Subpart D-Lubricating Oils
Use of terms.
Scope of tax.
Sales to manufacturers of lubricat-

ing oil for resale.
Sales of oil for nonlubricating uses.
Rate of tax.

Subpart E-Matches

314.50 Scope of tax.
314.51 Fancy wooden matches.
314.52 Rate of tax.

Subpart F-Administrative Provisions

314.60 Returns.
314.61 Payment of taxes.
314.62 Records.
314.63 Jeopardy assessment.
314.64 Credits and refunds.
314.65 Penalties and interest.

AUTHORITy: §§ 314.1 to 314.65 issued under
53 Stat. 419, 467; 26 U. S. C. 3450, 3791.

SoUncE: §§314.1 to 314.65 contained in
Regulations 44, 9 F. R. 13453, 13557, except as
noted following sections affected. Redesig-
nation noted at 14 F. R. 5200.

SUBPART A-GENERAL PROVISIONS

§ 314.1 Meaning of terms. As used in
the regulations in this part:

(a) The terms defined in the applicable
provisions of law shall have the meanings
so assigned to them.

(b) The term "manufacturer" in-
cludes producer and importer.

(c) The term "exporter" means the
person named as shipper or consignor in
the export bill of lading.

(d) The term "exportation" means
the severance of an article from the mass
of things belonging within the United
States and the landing thereof in a for-
eign country for the purpose of uniting
it with the mass of things belonging with-
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In such foreign country or within a pos-
session of the United States.

(e) The term "possession of the
United States" includes the Philippine
Islands, the Panama Canal Zone, the
Virgin Islands, Guam, Puerto Rico,
American Samoa, Wake, and the Mid-
way Islands.

(f) The term "sale" means an agree-
ment whereby the seller transfers the
property (that is, the title or the sub-
stantial Incidents of ownership) in goods
to the buyer for a consideration called
the price, which may consist of money,
services, or other things.

(g) The term "taxable article" means
any article taxable under Chapter 29,
subchapter A, of the Internal Revenue
Code, as amended.

(h) The term "lease of an article" In-
cludes any renewal or extension of a lease
or any subsequent lease of an article.

§ 314.2 Effective period. The taxes on
the sale of gasoline, lubricating oils, and
matches became effective under Title IV
of the Revenue Act of 1932 on June 21,
1932. The applicable provisions of the
Revenue Act of 1932 were superseded.
effective March 1, 1939, by provisions of
the Internal Revenue Code.

§ 314.3 Liability for tax. (a) Each
manufacturer, producer, or importer Is
liable for tax on any sale, lease, or use of a
taxable article, whether such sale, lease,
or use is made directly or through ,an
agent, except as otherwise provided. (See
Subpart C of this part and §§ 314.5,
314.32, 314.33, 314.42, and 314.43.)

(b) The tax attaches upon sale or use
by the manufacturer irrespective of when
the article was manufactured, produced,
or imported.

(c) In the case of a sale on credit, it is
immaterial whether or not the purchase
price is actually collected.

§ 314.4 When tax attaches. (a) In
general, the tax attaches when the title
to the article sold passes from the manu-
facturer to a purchaser.

(b) When title passes is dependent
upon the intention of the parties as gath-
ered from the contract of sale and the at-
tendant circumstances. In the absence
of expressed intention, the legal rules of
presumption followed in the jurisdiction
where the sale is made govern in deter-
mining when title passes. Generally,
title passes upon delivery of the article
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to the purchaser or to a carrier for the
purchaser.

(c) Where a manufacturer consigns
articles to a dealer, retaining ownership
in them until they are disposed of by the
dealer, title does not pass and the tax
does not attach until sale by the dealer.
Likewise, where the relationship between
a manufacturer and a dealer is that of
principal and agent, title passes upon
sale by the dealer, and tax thereupon
attaches.

§ 314.5 Sales of taxable articles by a
person other than the manufacturer
thereof. If the property (that is, the
title or the substantial incidents of own-
ership) in an article is transferred from
the manufacturer thereof, and, under
the law, no tax attaches to such transfer,
article by the transferee is subject to the
tax. The following paragraphs Illustrate
the application of this rule:

(a) If a manufacturer, producer, or
importer of any of the articles covered by
the regulations in this part dies, the sur-
viving spouse, child or children, execu-
tors or administrators, or other legal rep-
resentatives, as the case may be, are
liable for the tax on all such articles sold
by them.

(b) A receiver or trustee in bankruptcy
of a manufacturer, who conducts or liqui-
dates a business under a court order, is
liable for tax on all taxable articles sold
by him, regardless of whether the arti-
cles were manufactured or imported be-
fore or after he took charge of the busi-
ness.

(c) An assignee for the benefit of credi-
tors of a manufacturer is liable for tax
with respect to all taxable articles sold by
him as such assignee.

(d) If one or more members of a part-
nership withdraw, and the business is
continued by the remaining partners, or
if new partners are admitted, the new
partnership so constituted will be liable
for tax on all taxable articles sold by it re-
gardless of when they were manufactured
or imported. Likewise, a corporation
which results from a statutory consoli-
dation is liable for tax on all taxable ar-
ticles sold by it, and a stockholder who,
after dissolution of a corporation, con-
tinues the business is similarly liable with
respect to all articles which he sells.

§ 314.6 Tax on use by manufacturer,
producer, or importer. (a) If a person
manufactures, produces, or imports an
article covered by the regulations in this
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part and uses it for any purpose (other
than as material in the manufacture or
production of, or as a component part of,
another article manufactured or pro-
duced by him which will be taxable or
sold free of tax under the provisions of
§ 314.21 or § 314.22), he is liable for tax
with respect to the use of such articld in
the same manner as if it were sold by him.

(b) The use by any person, in the
operation of a business in which he is en-
gaged, of any taxable article which has
been manufactured, produced, or im-
ported by him or his agent, makes such
person liable to tax on such use. How-
ever, the tax on the use of an article will
not attach in cases where an individual
incidentally manufactures, produces, or
imports for his personal use or causes to
be manufactured, produced, or imported
for such use any taxable article.

§ 314.7 Registration; generally.
(a) Every person qualifying as a manu-
facturer of articles taxable under chapter
29, subchapter A, of the Internal Reve-
nue Code, as amended (except manufac-
turers or producers of gasoline (see § 314.-
30), lubricating oil, tires and inner tubes
and automobile radios), or as a vendee
with an established place of business re-
selling such taxable articles direct to
manufacturers for use as material in the
manufacture or production of, or as com-
ponent parts of, other such taxable ar-
ticles pursuant to section 3442 (1) and
(2), I. R. C. (see Subpart C of this part),
may be granted a certificate of registry
on Form 637 upon the filing of an appli-
cation for registry on Form 637-A with
the collector of internal revenue for the
district in which is located the principal
place of business of such person (or, if
there Is no principal place of business in
the United States, with the collector of
internal revenue at Baltimore, Md.). The
application for registry must state spe-
cifically the nature of the applicant's
business.

(b) Producers or importers of gasoline
and manufacturers or producers of lubri-
cating oil are required to register and
give bond. (See §§ 314.8 and 314.9.)

(c) Jobbers or dealers who are not
manufacturing or producing taxable arti-
cles or selling taxable articles direct to
manufacturers for use as material in the
manufacture or production of, or as com-
ponent parts of, taxable articles, and
manufacturers of tires and inner tubes

and automobile radios, are not entitled to
purchase tax free under paragraph (1)
or (2) of section 3442, and will not be
granted registration certificates.

(d) The Commissioner may cancel the
registration certificate and may deny the
right to sell or purchase articles tax free
in any case where he is satisfied that the
registrant is not a bona fide manufac-
turer of taxable articles, or is not a ven-
dee reselling direct to manufacturers of
such articles, or that tax-free sales are
being made for purposes not warranted
by the law and the regulations in this
part.

§ 314.8 Registration; producers of gas-
oline and lubricating oils. (a) Except as
provided in this section, every producer
as defined in section 3412 (c) (1), I. R. C.,
(see Subpart D of this part), or importer
of gasoline, and every manufacturer or
producer of lubricating oil, must, before
incurring any liability for tax with re-
spect to gasoline or lubricating oil, make
application for registry to the collector
for the district in which is located his
principal place of business (or, if he has
no principal place of business in the
United States, to the collector at Balti-
more, Md.). Form 637-A, Application for
Registry, which may be obtained from
the collector, shall be used for this pur-
pose. The application for registry must
describe the products, i. e., gasoline or
lubricating oils, or both, produced, and
set forth in detail the equipment and
facilities maintained for the production
thereof, the equipment actually employed
and methods used in such production,
the ingredients or materials utilized, and
the percentage that the sales of gasoline
or lubricating oils of his own production
are of his total sales of such product.

(b) Upon receipt of Form 637-A prop-
erly executed, and upon acceptance of the
bond provided for in § 314.9, the collector
will furnish to the applicant Form 637,
Certificate of Registry, bearing his reg-
Istration number. This certificate is not
transferable from one person to another.
In case of a change in the location of
the principal place of business within the
district in which registered, the collector
shall be promptly notified. If the prin-
cipal place of business is transferred
from one collection district to another,
a new application for a certificate of reg-
istry must be filed promptly with the
collector for the district in which the
new principal place of business is located.
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(c) The number of the certificate of
registry must appear on each exemption
certificate used by the registrant in pur-
chasing gasoline or lubricating oil tax
free for use, further manufacture, or
resale.

(d) Those persons holding certificates
of registry on Form 637 issued prior to the
promulgation of the regulations in this
part will not be required to reregister.

(e) In case any importer or producer of
gasoline or manufacturer or producer of
lubricating oil fails to register and give
bond in accordance with the statute, he
will be liable for the penalty imposed
thereby.

(f) If the Commissioner finds that any
importer or producer of gasoline or man-
ufacturer or producer of lubricating oil
has at any time evaded any Federal tax
on gasoline or lubricating oil, he may
revoke the registration certificate is-
sued to such person, and thereafter no
sale to, or sale for resale to, such per-
son shall be made tax free. The revo-
cation of a certificate of registry will not
relieve such person of the requirement
of giving a bond in accordance with
§ 314.9.

(g) Persons (other than refiners, com-
pounders, blenders, dealers selling exclu-
sively to producers of gasoline, or actual
producers of gasoline) who, pursuant to
section 3442 (2), I. R. C., purchase gaso-
line tax free for resale to producers of
gasoline for use by them as material in
the manufacture or production of, or as
a component part of, taxable articles will
not be required to register and give bond
as producers of the gasoline purchased
tax free unless the Commissioner finds
that, by reason of abuse of the privilege
of buying tax free, such persons are sub-
ject to tax under section 3412 of the In-
ternal Revenue Code. Such purchasers
for resale will, however, be required to
register in accordance with § 314.7.

(h) For special provisions relative to
the registration of dealers, other than
dealers selling exclusively to producers of
gasoline, permitted to purchase gasoline
or lubricating oil tax free for resale di-
rect to manufacturers of taxable articles,
see § 314.7.

(i) For special provisions relative to in-
spection of records of importers or pro-
ducers of gasoline and manufacturers
of lubricating oil by internal-revenue of-
ficers, or officers of any State or Terri-
tory, or political subdivision thereof, or
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the District of Columbia, charged with
the enforcement or collection of any tax
on gasoline or lubricating oil, see § 314.62.

(J) Every person who fails to register as
required by this section is liable for the
penalties imposed by law.

§ 314.9 Bonding. (a) Every producer
or importer of gasoline and every manu-
facturer or producer of lubricating oil
required to register in accordance with
§ 314.8 must give a bond on Form 928,
in duplicate, with his application for
certificate of registry. Such bond shall
be in a sum equivalent to the approxi-
mate amount of tax which might be in-
curred by him during an average 3-month
period at the rates of tax then in effect,
but in no case shall the bond be for less
than $2,000.

(b) If the amount of the bond so calcu-
lated would exceed $30,000, the collector
may accept a bond for not less than $30,-
000. In such cases there shall be sub-
mitted to the collector for transmittal to
the Commissioner all facts pertaining to
the ownership and value of the property
and equipment which will be of assistance
to the Commissioner in determining
whether a larger bond should be required
from the applicant. In transmitting this
data the collector shall submit his recom-
mendation as to the acceptance of the
bond.

(c) The amount of the bond shall be a
multiple of $100. Where the sum equiva-
lent to the approximate amount of tax
which could be incurred during the 3-
month period is an odd amount, the
amount of the bond shall be Increased to
the next higher multiple of $100. For
example, if the approximate amount of
tax likely to be incurred during the 3-
month period amounts to $6,666.66, the
amount of the bond shall be $6,700.

(d) Every person who falls to give a
bond as required by this section is liable
for the penalties imposed by law.

§ 314.10 Cancellation clause of bond.
Ca) Any bond filed on Treasury Depart-
ment Form 928 by a manufacturer or pro-
ducer of lubricating oil or by a producer
or importer of gasoline may be accepted
with a cancellation clause incorporated
therein, or annexed thereto, or such can-
cellation clause may be accepted after
filing of the bond if such clause provides
that:

Any surety on the bond may at any time
give notice to the principal and the Com-
missioner of Internal Revenue that he desires
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to be relieved of liability under said bond
after a date named, which shall be at least
60 days after the receipt of notice by the
Commissioner. If the notice is not with-
drawn in writing prior to the date named
in the notice, the rights of the principal as
supported by said bond shall be terminated
on such date (unless supported by another
bond or bonds), and the surety shall be re-
lieved from liability under said bond for
any acts done wholly subsequent to said date.
The surety shall, however, remain liable for
any unpaid tax liability incurred by the
principal before cancellation, in addition to
penalties and interest, unless the principal
pays such tax and penalties and interest.
Said notice may not be given by an agent
of the surety, unless it is accompanied by
power of attorney duly executed by the surety
authorizing the agent to give such notice or
by a verified statement that such power of
attorney is on file with the Treasury Depart-
ment.

(b) Where the cancellation clause is
not incorporated in the bond on Form
928, but is affixed to or associated there-
with, either at the time the bond is filed
or subsequently thereto, or any other
change in the bond is made after the
filing thereof, such cancellation clause or
other change shall be shown on Treasury
Department Form 929, which must be
executed by the principal and surety in
the same manner as the bond.

SUBPART B-GENERAL EXEMPTIONS

§ 314.20 Tax-free sales. No tax is im-
posed on any article sold:

(a) For use by the vendee as material
in the manufacture or production of, or
as a component part of, a taxable article;

(b) For resale by the vendee for such
use by his vendee if such article is in due
course so resold.

The exemption certificates required by
§§ 314.21 and 314.22 must in every case
show the registration number of the
vendee. (See § 314.7.)

§ 314.21 Articles sold to manufactur-
ers. (a) To establish the right to exemp-
tion with respect to an article sold for use
by the purchaser as material in the
manufacture or production of, or as a
component part of, a taxable article, the
manufacturer must obtain from his ven-
dee, prior to or at the time of sale, and
retain in his possession, a certificate as
outlined in this section, showing that the
vendee is a manufacturer of taxable ar-
ticles and that the article purchased is
to be used by him as material in the
manufacture or production of another

taxable article or as a component part
of such an article.

(b) A manufacturer who purchases an
article under an exemption certificate for
use in the manufacture or production of
a taxable article shall be considered the
manufacturer of the article so purchased,
and is liable for tax on his use or resale
of the article unless the exempt char-
acter of the use or resale is established.

(c) Following is the form of exemption
certificate which will be acceptable for
purposes of this section and which must
be adhered to in substance:

ExEMPTION CERTIFICATE

(Purchases for further manufacture under
section 3442 (1) of the Internal Revenue
Code)

(Date)
The undersigned hereby certifies that he

Is a manufacturer or producer of articles
taxable under Chapter 29, Subchapter A,
of the Internal Revenue Code, as amended,
and holds certificate of registry No . ---
issued by the collector of internal revenue
at ---------------- and that the article or
articles specified in the accompanying order
will be used by him as material in the
manufacture or production of, or as a com-
ponent part of. an article or articles enu-
merated In such Subchapter A, to be manu-
factured or produced by him.

It is understood that for all the purposes
of such Subchapter A the undersigned will
be considered the manufacturer or producer
of the articles purchased hereunder, and
(except as specifically provided by law) must
pay tax on resale or use, otherwise than
as specified above, of the articles purchased
hereunder. It is further understood that the
fraudulent use of this certificate to secure
exemption will subject the undersigned and
all guilty parties to revocation of the privi-
lege of purchasing tax free and to a fine
of not more than $10,000, or to imprisonment
for not more than five years, or both, to-
gether with costs of prosecution.

(Name)

(Address)

(d) If it is impracticable to furnish a
separate exemption certificate for each
order, a certificate covering all orders
between given dates (the period not to
exceed a month) will be acceptable.

(e) For special provisions with respect
to tax-free sales of gasoline or lubricating
oils to manufacturers or producers of
gasoline or lubricating oils, see §§ 314.32
and 314.42.

§ 314.22 Articles sold for resale to
manufacturers. (a) To establish the
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right to exemption from tax with respect
to an article sold by the manufacturer to
any person (either a dealer or another
manufacturer) for resale without change
in form direct to a manufacturer for use
by him as material in the manufacture
or production of a taxable article or as
a component part thereof, it is necessary
that (1) the manufacturer and the
vendee (referred to in this section as the
"dealer") each be registered with the
collector of internal revenue for his re-
spective district in accordance with the
provisions of § 314.7 or 314.8, as the case
may be, (2) the manufacturer obtain
from the dealer prior to or at the time of
sale, and retain in his possession, a cer-
tificate as outlined in this section, show-
ing that the dealer is engaged in the
business of selling direct to manufactur-
ers of taxable articles and that the ar-
ticle is to be resold by him only for use
by his vendee as material in the manu-
facture or production of a taxable article
or as a component part thereof, and
(3) the manufacturer obtain from the
dealer proof that the article has been
so resold by the dealer. Such proof shall
be either (i) a certificate obtained by the
dealer from his vendee showing that such
vendee purchased the article for use in
the manufacture or production of a tax-
able article and not for resale, or (ii) a
sworn statement by the dealer that he
has obtained from his vendee, and has in
his possession, such a certificate. The
certificate required by subparagraph (2)
of this paragraph suspends liability for
the payment of the tax by the manufac-
turer on the sale of such article for a
period of not more than two months from
the date when title passes or the date of
shipment, whichever is prior.

(b) If within two months the manu-
facturer has not received the proof re-
quired by paragraph (a) (3) of this sec-
tion, then the temporary suspension
of liability for the payment of the tax
ceases and the manufacturer shall in-
clude the tax on the sale of such article
in his return for the month in which
such 2-month period expires. If such
proof later becomes available, a claim
for refund of tax paid may be filed, or a
credit taken upon a subsequent return,
but such action must be taken within
the 4-year period of limitations pre-
scribed by section 3313, I. R. C.

(c) The exemption applies only where
there is not more than one intervening
sale between the manufacturer of the

article and the manufacturer purchasing
it for further manufacture, and the ex-
emption certificate is obtained by the
first manufacturer prior to or at the time
of his sale.

(d) Following is the form of exemption
certificate which will be acceptable for
purposes of this section and which must
be adhered 'to in substance:

EXEMPTION CERTIFICATE

(Purchases for resale under section 3442 (2) of
the Internal Revenue Code)

------ - -- - -- - ---19 .....
(Date)

The undersigned hereby certifies that he is
engaged in the bu-;iness of selling direct to
manufacturers or producers of articles tax-
able under Chapter 29, Subchapter A, of the
Internal Revenue Code, and holds certificate
of registry No_ ..... issued by the collector of
internal revenue at -------------- , and
that the article or articles specified in the
accompanying order will be resold by him
only for use by his vendee as material in the
manufacture or production of, or as a com-
ponent part of, an article or articles enumer-
ated in such Subchapter A.

It is understood that the fraudulent use of
this certificate to secure exemption will sub-
Jr-t the undersigned and all guilty parties to
cancellation of the privilege of purchasing
tax free and to a fine of not more than $10,000
or to imprisonment for not more than five
years, or both, together with costs of prose-
cution.

....................................

(Name)

(Address)

(e) If it is impracticable to furnish a
separate exemption certificate for each
order, a certificate covering all orders be-
tween given dates (the period not to ex-
ceed a month) will be acceptable.

§ 314.23 Proof of right to exemptions.
(a) Where a manufacturer or a vendee
makes a sale under exemption certificate,
he must use reasonable diligence to sat-
isfy himself that the use of the certificate
is warranted by the law and regulations.
If the original vendor has knowledge at
the time of his sale that the article sold
by him is not intended for use or resale
by the vendee as specified in the certifi-
cate given by the vendee, the original
vendor is liable for the tax and is not
relieved of liability by the exemption cer-
tificate. Where any person attempts to
defeat the tax imposed on the sale of
articles covered by these regulations by
fraudulently giving an exemption certifi-
cate, he is liable for the penalties imposed
by law. (See § 314.65)

Page 76

§ 314.23



Chapter I-Bureau of Internal Revenue

(b) Proper records, with the support-
ing orders, invoices, certificates, and
statements required by the regulations
in this part, must be maintained with re-
spect to exempt sales as provided in
§ 314.62. Such evidence must be pre-
served for a period of at least four years
from the last day of the month following
the sale, and must be readily accessible
for inspection by internal revenue of-
ficers. If any such documents are false
or fraudulent, the guilty parties are liable
to the penalties provided by law. (See
§ 314.65.)
[Regs. 44, 9 F. R. 13453, as amended by T. D.
5674, 13 F. R. 7301]

§ 314.24 Exempt sales for govern-
mental use-(a) Sales to States or politi-
cal subdivisions thereof. (1) No tax at-
taches to articles sold by the manufac-
turer direct to any State, Territory of the
United States, or any political subdivision
of the foregoing, or the District of Colum-
bia, for its exclusive use, provided the ex-
empt character of the sale is established
as required by the regulations in this
part.

(2) No sale may be made tax free by the
manufacturer to a dealer for resale to
-any State, Territory of the United States,
or any political subdivision of the fore-
going, or the District of Columbia, even
though it is known at the time of the sale
that the article will be so resold. How-
ever, where any dealer resells a tax-paid
article to any of the governmental units
named above, for its exclusive use, the
manufacturer who paid the tax to the
United States on his sale of the article
may secure a refund or credit in accord-
ance with the provisions of § 314.64.

(3) To establish the right to exemption
from tax where the sale of an article is
made by the manufacturer direct to any
State, Territory of the United States, or
any political subdivision of the foregoing,
or the District of Columbia, for its ex-
clusive use, it is necessary that (i) the
manufacturer have definite knowledge
prior to or at the time of sale, that the
article is purchased for such use, and (ii)
he obtain from an authorized officer of
the State, Territory of the United States,
political subdivision, or District of Colum-
bia, as the case may be, and retain in his
possession a properly executed exemption
certificate in the form prescribed by this
section.

(4) Where the certificate is not ob-
tained prior to the time the manufacturer
files a return covering taxes due for the

month during which the sale was made,
the manufacturer must include the tax
on such sale in such return. However, if
the certificate is later obtained a claim for
refund of tax paid may be filed on Form
843, or a credit taken upon a subsequent
return, but such action must be taken
within the 4-year period of limitations
prescribed by section 3313, I. R. C. (See
§ 314.64.)

(5) The certificate required by this sec-
tion must include an agreement that if
the articles covered thereby are used
otherwise than for the exclusive use of
the State, Territory, political subdivision,
or the District of Columbia, as the case
may be, or are resold to employees or
others, a responsible officer of the State,
Territory, or political subdivision, or the
District of Columbia, as the case may be,
will report such fact to the manufacturer.
The tax applicable to the sale of such.
articles shall be included by the manufac-
turer in his return for the month during
which such report is received by him.

(6) The certificate required by this sec-
tion shall be in substantially the follow-
ing form:

EXEMPTION CnnTrICATE

(For use by States, Territories, or political
subdivisions thereof, or the District of
Columbia)

--- 

----- --- --- , -

(Date)

The undersigned hereby certifies that he is

--------- 
* ------. of - --------------------

(Title of officer) (State, Territory, or polit-
-..................... 

---------------. an d

teal subdivision, or District of Columbia)
that he is authorized to execute this certifi-
cate and that the article or articles specified
in the accompanying order or on the reverse
side hereof, are purchased from ------------

(Name of vendor)
for the exclusive use of ------------------

(Governmental unit)

of ---------------------------------------

(State, Territory, or political subdivision, or

District of Columbia)

It is understood that the exemption from
tax in the case of sales of articles under this
exemption certificate to a State, etc., is lim-
ited to the sale of articles purchased for its
exclusive use, and it is agreed that if articles
purchased tax free under this exemption cer-
tificate are used otherwise or are sold to em-
ployees or others, such fact will be reported
by me to the manufacturer of the article or
articles covered by this certificate. It is also
.understood that the fraudulent use of this
certificate to secure exemption will subject
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the undersigned and all guilty parties to a
fine of not more than $10,000, or to Imprison-
ment for not more than five years, or both,
together with costs of prosecution.

-------------)(Signature)
(Title of officer)

(7) The articles covered by the exemp-
tion certificate must be fully identified as
to nature, quantity, and date of sale.

(8) If it is impracticable to furnish a
separate certificate for each order or con-
tract, a certificate covering all orders be-
tween given dates (the period not to ex-
ceed a month) will be acceptable. Such
certificates and proper records of in-
voices, orders, etc., relative to tax-free
sales must be retained as provided in
§ 314.62 and must be readily accessible
for inspection by internal revenue offi-
cers. If a manufacturer's records with
respect to any sale claimed to be tax free
do not include a proper certificate, as
outlined in this section, with supporting
invoices and such other evidence as may
be necessary to establish the exempt
character of the sale, tax is payable by
the manufacturer on such sale.

(b) Sales to United States. By virtue
of section 307 of the Revenue Act of 1943
the exemption from and right to refund
or credit of tax previously existing with
respect to an article covered by these
regulations sold for the exclusive use of
the United States was withdrawn with
respect to such article sold on or after
June 1, 1944, except where such article is
sold pursuant to a contract entered into
prior to such date or an agreement or
change order supplemental to such con-
tract bearing the same Government con-
tract number. The exempt character of
sales pursuant to such contracts, agree-
ments or change orders, must be sup-
ported by exemption certificates, exe-
cuted by duly authorized officers of the
United States, in the same form as the
one outlined in paragraph (a) (6) of this
section, appropriately amended.

§ 314.25 Sales for export. (a) To ex-
empt from tax a sale for export it is
necessary that two conditions be met,
namely, (1) that the article be identified
as having been sold by the manufacturer
for export and (2) that it be exported in
due course.

(b) An article will be regarded as hav-
ing been sold by the manufacturer for ex-
port if the manufacturer has in his
possession at the time title passes or at
the time of shipment (whichever is
prior), (1) a written order or contract of
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sale showing that the manufacturer is
to ship the article to a foreign destina-
tion; or (2) where delivery by the man-
ufacturer is to be made within the United
States, a statement from the purchaser
showing (i) that the article is purchased
to fill existing or future orders for de-
livery to a foreign destination; or that
the article is purchased for resale to
another person who will export the ar-
ticle, and (ii) that such article will be
transported to its foreign destination
in due course prior to use or further
manufacture and prior to any resale ex-
cept for export.

(c) The written order or contract of
sale or the statement referred to in
paragraph (b) (1) and (2) of this section
suspends liability for the payment of
the tax by the manufacturer on such
sales for export for a period of six
months from the date when title passes
or the date of shipment, whichever is
prior. If within such period the manu-
facturer has not received and attached
to the order or contract, or statement,
proper "proof of exportation" (see
§ 314.26), then the temporary suspen-
sion of the liability for the payment of
the tax ceases and the manufacturer
shall include the tax.on the sale of such
article in his return for the month in
which such 6-month period expires.

(d) The exemption provided in this
section is limited to sales by the manu-
facturer for export and is not applicable
in cases where sales of taxable articles
are made from a dealer's stock for export
even though actually exported.
[Regs. 44, 9 F. R. 13453, as amended by T. D.
5674, 13 F. R. 73011

NOTE: Treasury Decision 5536, Sept. 10,
1946, 11 F. R. 10282, provides in part as fol-
lows: On and after October 1, 1946, the pro-
cedure outlined in §§ 314.25 and 314.26 shall
be followed with respect to sales by manufac-
turers and producers of the articles enumer-
ated in Chapters 25 and 29 of the Internal
Revenue Code, when such articles are sold
to foreign governments for export.

§ 314.26 Proof of exportation. (a) Ex-
portation may be evidenced by (1) a
copy of the export bill of lading issued
by the delivering carrier, or (2) a cer-
tificate by the agent or representative
of the export carrier showing actual
exportation of the article, or (3) a cer-
tificate of landing signed by a customs
officer of the foreign country to which
the article is exported, or (4) where such
foreign country has no customs admin-
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Istration, a statement of the foreign con-
signee showing receipt of the article.

(b) In any case where the manufac-
turer is not the exporter, the manufac-
turer must have in his possession a state-
ment from the person to whom he sold
the article stating that the article was in
fact exported in due course by him or was
sold to another person who in due course
exported the article. This statement
must state what evidence is available to
show that the article was in fact exported
in due course prior to use or further man-
ufacture and prior to resale in the United
States other than for export. Such evi-
dence must be that described in para-
graph (a) of this section, and the state-
ment must show where such evidence is
readily available for inspection by Gov-
ernment officers.

(c) In any case where the manufac-
turer does not have in his possession
within the 6-month period, proof of ex-
portation as outlined herein, the manu-
facturer must pay the tax involved. If
proof of exportation later becomes avail-
able, a claim for refund of any tax paid
may be filed on Form 843, or a credit may
be taken upon any subsequent monthly
return, but such action must be taken
within the 4-year period of limitations
prescribed by section 3313, I. R. C.

(d) In all cases the sales records to-
gether with the evidence of exportation
must be preserved by the manufacturer
for a period of at least four years from
the last day of the month following the
sale, and must be readily accessible for
inspection by internal-revenue officers.
[Regs. 44, 9 F. R. 13453, as amended by T. D.
5674, 13 F. R. 7301]

NOTE: See note to § 314.25.

§ 314.27 Shipments to possessions of
the United States. (a) The same provi-
sions as relate to sales for export and
proof of exportation will apply to sales
for shipment to a possession of the
United States. (See §§ 314.1, 314.25, and
314.26.)

(b) This exemption does not apply with
respect to sales of articles for shipment
to the Territories of Alaska and Hawaii
for the reason that these Territories are
by a statutory definition included in the
term "United States." (See section
3797 (a) (9), I. R. C.)

§ 314.28 Exemption of certain sup-
plies for certain vessels. (a) No tax
attaches to the sale by the manufacturer
of an article covered by the regulations

in this part where such article is sold
by the manufacturer direct for use as fuel
supplies, ships' stores, sea stores, or legiti-
mate equipment on (1) vessels of war of
the United States or of any foreign na-
tion, (2) vessels employed in the fisheries
or in the whaling business, (3) vessels ac-
tually engaged in foreign trade, (4) ves-
sels actually engaged in trade between
the Atlantic and Pacific ports of the
United States, or (5) vessels actually
engaged in trade between the United
States and any of its possessions.

(b) The terms "fuel supplies," "ships'
stores," and "legitimate equipment" in-
clude all articles, materials, supplies,
and equipment necessary for the navi-
gation, propulsion, and upkeep of ves-
sels.

(c) The term "sea stores" includes any
article purchased for use or consumption
by the passengers or crew, or both, of
a vessel upon its voyage.

(d) The term "vessel" includes (1)
every description of watercraft or other
contrivance used, or capable of being
used, as a means of transportation on
water, (2) civil aircraft registered in the
United States and employed in foreign
trade or in trade between the United
States and any of its possessions, and (3)
civil aircraft registered in a foreign coun-
try and employed in foreign trade or in
trade between the United States and any
of its possessions.

(e) The term "vessels of war of the
United States or of any foreign nation"
includes (1) every description of water-
craft or other contrivance used, or ca-
pable of being used, as a means of trans-
portation on water and constituting a
part of the armed forces of the United
States or of a foreign nation and (2) air-
craft owned by the United States or by
any foreign nation and constituting a
part of the armed forces thereof.

(f) The term "trade" includes the
transportation of persons or property for
hire and the making of the necessary
preparation for such transportation.

(g) No sale may be made tax free to a
dealer for resale for use as fuel sup-
plies, ships' stores, sea stores, or legiti-
mate equipment for the vessels enu-
merated, even though it is known at the
time of sale that the article will be so
resold. However, where any dealer re-
sells a tax-paid article for such use the
manufacturer who paid the tax to the
United States on his sale of the article
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may secure a refund or credit in ac-
cordance with the provisions of § 314.64,

(h) Tax-free sales under this section
must be restricted to such of the articles
covered by these regulations as normally
form a part of the supplies, stores, or
equipment of the vessels enumerated.
The exemption does not apply to ar-
ticles which are for resale to passengers
or members of the crew for consump-
tion or use otherwise than during the
voyage of a vessel, or to articles which
are to be transported for the use of
others, or to those which are to be used
in any manner other than as specified in
this section. Articles may not be sold
by the manufacturer tax free direct to
passengers or crew but only to the owner,
officer, charterer, or authorized agent of
the vessel.

(i) The exemption from tax provided
for under this section is not applicable to
vessels engaged in trade between domes-
tic ports on the Pacific Ocean, or be-
tween domestic ports on the Atlantic
Ocean and Gulf of Mexico, or engaged
in trade on the inland waterways of
the United States. If a vessel is actually
engaged in a voyage from a port in the
United States to a foreign port or to a
port in one of the possessions of the
United States, or between Atlantic and
Pacific ports of the United States, the
exemption from the tax is not destroyed
because the vessel stops at an interme-
diate port of call in the United States
as a part of that voyage to the ultimate
destination.

(j) The exemption with respect to civil
aircraft is more limited than the ex-
emption with respect to other vessels in
that it extends only to civil aircraft em-
ployed in foreign trade, or in trade be-
tween the United States and any of its
possessions. Although section 3451 ex-
empts sales of articles for use as fuel
supplies, etc., on watercraft engaged in
trade between the Atlantic and the Pa-
cific ports of the United States, it does
not exempt sales of articles for use as
fuel supplies, etc., on civil aircraft en-
gaged in trade between such ports. In
the case of civil aircraft registered in a
foreign country, the exemption is fur-
ther limited in that the privilege of ex-
emption may be granted only so long as
such foreign country allows a substan-
tially reciprocal exemption with respect
to civil aircraft registercd in the United
States. If a foreign country discontinues

the allowance of such substantially re-
ciprocal exemption, the exemption al-
lowed by the United States will not apply
after the Secretary of the Treasury Is
notified by the Secretary of Commerce of
the discontinuance of the exemption al-
lowed by the foreign country.

(k) The exemption provided in the
case of articles sold for the prescribed use
on vessels employed in the fisheries or in
the whaling business is limited to articles
sold by the manufacturer for such use
on vessels while employed, and to the ex-
tent employed, exclusively in the fish-
eries or in the whaling business.

(1) To establish the right to exemption
from the tax on the sale of an article
by the manufacturer direct for use as
fuel supplies, etc., on the vessels enu-
merated above, it is necessary that (1)
the manufacturer have definite knowl-
edge prior to or at the same time o;
sale that the article was purchased for
such use, and (2) he obtain from the
owner, officer, charterer, or authorized
agent of the vessel and retain in his pos-
session a properly executed exemption
certificate in the form prescribed by
this section. If articles are sold tax free
for use on civil aircraft employed in
foreign trade or in trade between the
United States and any of its possessions,
the exemption certificate must show the
name of the country in which the air-
craft is registered.

(m) Where the certificate is not ob-
tained prior to the time the manufacturer
files a return covering taxes due for the
month during which the sale was made,
the manufacturer must include the tax
on such sale in such return. However,
if the certificate is later obtained a claim
for refund of tax paid may be filed on
Form 843, or a credit taken upon a sub-
sequent return, but such action must be
taken within the 4-year period of limita-
tions prescribed by section 3313, I. R. C.
(See § 314.64.)

(n) The certificate required by this
section must include an agreement that
if the articles covered thereby are dis-
posed of, or used, otherwise than as fuel
supplies, ships' stores, sea stores, or legiti-
mate equipment on the vessel described,
the person who signed the certificate will
report such fact to the manufacturer.
The tax applicable to the sale of such ar-
ticles shall be included by the manufac-
turer in his return for the month during
which such report is received by him.
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(o) The following form of exemption
certificate will be acceptable for the pur-
poses of this section and must be ad-
hered to in substance:

EXEMPTION CERTInCATE

(For use by purchasers of articles for use
as fuel supplies, ships' stores, sea stores, or
legitimate equipment on certain vessels (sec-
tion 3451 of the Internal Revenue Code).)

. . . . . . . .. . . . . .. . . .. . . . . .-- 19 . . . ..

(Date)
The undersigned hereby certifies that he is

((1) or (2), whichever is appropriate)
(1) --------------------------------------

(Owner, officer, or charterer)
(2) Agent of ---------------------- who is

(Name of principal)
------------------------------------------

(Owner or charterer)
of ------------------------- and that the

(Name of vessel)
article or articles specified in the accompany-
ing order, or as specified below or on the re-
verse side hereof, will be used only for fuel
supplies, ships' stores, sea stores, or legiti-
mate equipment on a vessel belonging to
the following class:

(Here state whichever of the following
classes enumerated in section 3451 is ap-
propriate:

(1) Vessels engaged in foreign trade,
(2) Vessels engaged in trade between the

Atlantic and Pacific ports of the United
States.

(3) Vessels engaged in trade between the
United States and any of its possessions,

(4) Vessels employed in the fisheries or
whaling business,

(5) Vessels of war of the United States or
a foreign nation.
If the articles are purchased for use on civil
aircraft engaged in trade as specified in (1)
or (3) above, state the name of the country
in which the aircraft is registered.)

The undersigned understands that if the
article is used for any purpose other than as
stated in this certificate, or is resold or other-
wise disposed of, he must report such fact
to the manufacturer. It is understood that
this certificate may not be used in purchasing
articles tax free for use as fuel supplies, etc.,
on pleasure vessels, or on any type of air-
craft except (a) civil aircraft employed in
foreign trade or trade between the United
States and any of its possessions, and other-
wise entitled to exemption, and (b) aircraft
owned by the United States or any foreign
country and constituting a part of the armed
forces thereof. It is also under stood that
the fraudulent use of this certificate to secure
exemption will subject the undersigned and
all guilty parties to a penalty equivalent to
the amount of tax due on the sale of the
article and upon conviction to a fine of not
more than $10,000, or to imprisonment for
not more than five years, or both, together
with costs of prosecution. The undersigned
also understands that he must be prepared

to establish by satisfactory evidence the pur-
pose for which the article was used.

(Name)

(Address)

(p) The articles covered by the exemp-

tion certificate must be fully identified as
to nature, quantity, and date of sale.

(q) If it is impracticable to furnish a
separate certificate for each order or con-
tract, a certificate covering all orders be-
tween given dates (the period not to ex-
ceed a month) will be acceptable. Such
certificates and proper records of in-
voices, orders, etc., relative to tax-free
sales must be retained as provided in
§ 314.62 and must be readily accessible
for inspection by Internal-revenue offi-
cers. If a manufacturer's records with
respect to any sale claimed to be tax

free do not include a proper certificate,
as outlined above, with supporting in-
voices and such other evidence as may

be necessary to establish the exempt
character of the sale, tax is payable by
the manufacturer on such sale.

§ 314.29 Exemption of certain sup-

plies for aircraft. (a) Articles sold for
use on foreign aircraft are, subject to cer-
tain limitations, considered to be ex-

ported and therefore subject to the same
exemption as though exported. This ex-
emption is limited to articles sold for use
as supplies (including equipment) upon,
or in the maintenance or repair of, air-
craft registered in any foreign country
and actually engaged in foreign trade or
trade between the United States and any
of its possessions. The exemption Is
further limited by the requirement that
the foreign country of registry must al-
low a substantially reciprocal exemption
in respect to aircraft registered in the
United States.

(b) To exempt from tax a sale for use
as supplies (including equipment) upon,
or in the maintenance or repair of, air-
craft registered in any foreign country
(which allows substantially reciprocal ex-
emption) and actually engaged in foreign
trade or trade between the United States

and any of its possessions, it is necessary
(1) that the article be identified as hav-
ing been sold by the manufacturer for
such use and (2) that it be so used in due
course. An article will be regarded as
having been sold for use as supplies upon,
or In the maintenance or repair of, such
aircraft If the manufacturer has in his
possession at the time title passes or at
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the time of shipment (whichever is prior)
a statement from the purchaser showing
that the article is purchased for such use.

(c) With respect to an article sold by a
manufacturer for resale for use on for-
eign aircraft, where it is desired to claim
exemption, there should be obtained a
written statement of the owner, officer,
charterer, or authorized agent of the air-
craft showing that the article is actually
purchased for use as supplies upon, or in
the maintenance or repair of such air-
craft. Such statement must show the
name of the country in which the air-
craft is registered.
[Regs. 44, 9 F. R. 13453, as amended by T. D.

5674, 13 F. R. 7300]

SUBPART C-GASOLINE

§ 314.30 Use of terms. (a) The term
"producer" includes a refiner, com-
pounder, or blender, and a dealer selling
gasoline exclusively to producers of gas-
oline, as well as an actual producer. The
term "producer" also includes any person
(not included in the preceding sentence)
to whom gasoline is sold tax free for any
purpose but such person is considered a
"producer" only with respect to gasoline
purchased tax free. The mere blending
or mixing by any person of gasoline to
adapt it for seasonal use or to meet the
requirements of particular vendees, or
blending which is not a substantial part
of the blender's regular year-round bus-
iness, does not constitute him a producer.

(b) The term "gasoline" includes:
(1) All products commonly or com-

mercially known or sold as gasoline, in-
cluding casinghead and natural gasoline,
and including any petroleum product sat-
isfying the volatility requirements (ex-
clusive of vapor pressure) of United
States motor gasoline (United States
Government Specifications No. VV-G-
101) regardless of their classifications or
uses: Provided, however, That liquefied
gases, such as propane, butane, or pen-
tane, or mixtures of the same, and any
product (i) more than 90 percent of
which is evaporated at 310' F. and having
an A. S. T. M. octane number less than 70,
or (ii) having a Reid vapor pressure at
1000 F. or more than 30 pounds, shall fall
within subparagraph (2) of this para-
graph.

(2) Benzol, benzene, naphtha, or any
other liquid of a kind prepared, adver-
tised, offered for sale, or sold for use as,
or used as, a fuel for the propulsion of

Page 82

motor vehicles, motor boats, or airplanes,
which means benzol and benzene and any
refined, partly refined, or unrefined prod-
uct, 10 percent of which has been re-
covered when the thermometer reads
3470 F. (175 ° C.) or 95 percent of which
has been recovered when the thermom-
eter reads 464' F. (240 ° C.) when sub-
Jected to distillation in accordance with
the "Standard Method of Test for Dis-
tillation of Gasoline, Naphtha, Kerosene,
and Similar Petroleum Products" (A. S.
T. M. designation: D86) of the American
Society for Testing Materials, regardless
of the trade name under which sold.
However, such products are not taxable
as "gasoline" when they are sold under
an exemption certificate, obtained prior
to or at the time of sale by the Importer
or producer, certifying that such products
are purchased for use (I) otherwise than
as a fuel for the propulsion of motor ve-
hicles, motor boats or airplanes, and (ii)
otherwise than in the manufacture or
production of such a fuel. This exception
is limited to the articles named in this
subparagraph which are not commonly or
commercially known or sold as "gaso-
line," as defined in subparagraph (1) of
this paragraph.

(c) The term "gasoline" does not in-
clude products commonly or commer-
cially known or sold as kerosene, gas oil,
or fuel oil, which means any product so
designated (1) 10 percent of which has
not been recovered when the thermom-
eter reads 3470 F. (175' C.) and (2) 95
percent of which has not been recovered
when the thermometer reads 464' F.
(240' C.), when subjected to distillation
in accordance with the "Standard Meth-
od of Test for Distillation of Gasoline,
Naphtha, Kerosene, and Similar Petro-
leum Products" (A. S. T. M. designation:
D86) of the American Society for Testing
Materials. Products sold as kerosene,
gas oil or fuel oil which do not fall within
the specificatioris of subparagraphs (1)
and (2) of this paragraph, are taxable
unless sold for use otherwise than as a
fuel for the propulsion of motor vehicles,
motor boats, or airplanes, and otherwise
than in the manufacture or production of
such fuel, under a certificate as outlined
in § 314.33.

§ 314.31 Scope of tax. (a) The tax
attaches to the sale or use of gasoline by
the producer or Importer thereof, or by
any producer of gasoline, regardless of
when or whether such gasoline was pro-
duced by him.

§ 314.30
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(b) All producers and importers of
gasoline must register and give bond to
the collector, in accordance with the pro-
visions of §§ 314.8 and 314.9.

§ 314.32 Sales to producers of gaso-
line. (a) Gasoline may be sold tax free
by a producer of gasoline to other pro-
ducers of gasoline.

(b) In the case of such sales both the
vendor and the purchaser must be regis-
tered and bonded as required by §§ 314.8
and 314.9.

(c) To establish the right to exemption
under this section the vendor must ob-
tain from the purchaser, prior to or at
the time of sale, a certificate showing
that the purchaser is a producer of gaso-
line. The certificate must bear the regis-
tration number of the purchaser and
must also show that the purchaser is
bonded as required by §§ 314.8 and 314.9.
If the records of a producer do not con-
tain proper certificates, with supporting
invoices, establishing that the sales were
exempt, such vendor-producer will be re-
quired to pay the tax.

(d) Tax-free sales of gasoline to pro-
ducers of gasoline must be made under an
exemption certificate in substantially the
following form:

EXEMPTION CERTIFICATE

(For use by producers of gasoline under sec-
tion 3412 of the Internal Revenue Code)

---------------. 19--.....
(Date)

The undersigned hereby certifies that (1)
he is a producer of gasoline, (2) he has filed
a bond, which has been accepted by the
collector of internal revenue at...........
and (3) he holds certificate of registry No.

-, issued by such collector of internal
revenue.

It is understood that the undersigned is
liable for tax as a producer of gasoline with
respect to all gasoline sold or used by him,
unless specifically exempted by law. It is also
understood that the fraudulent use of this
certificate to secure exemption will subject
the undersigned and any guilty party to the
cancellation of his certificate of registry and
to a fine of not more than $10,000, or to im-
prisonment for not more than five years, or
both, together with 'costs of prosecution.

(Name)

(Address)

(e) When gasoline is sold tax free by a
producer to another producer of gaso-
line, or, to a registered dealer in ac-
cordance with-the provisions of § 314.22
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for resale by such dealer for use by his
vendee in the further manufacture of a
taxable article, the producer making
such tax-free sale must use due diligence
to satisfy himself that the gasoline is
sold to, or for resale to, a producer of
gasoline or a manufacturer of other tax-
able articles, who has complied with the
applicable provisions of this part with
respect to registration and bonding.

(f) If a producer has reason to ques-
tion the validity of the registration shown
by any exemption certificate, application
for information should be made to the
office of the collector shown to have is-
sued the registration certificate.

(g) For special provisions with respect
to (1) tax-free sales of gasoline to reg-
istered dealers for resale direct to pro-
ducers of gasoline; (2) tax-free sales
of gasoline direct to the United States,
any State, Territory of the United States,
or any political subdivision of the fore-
going, or the District of Columbia, for its
exclusive use; (3) tax-free sales for ex-
port or for shipment to possessions of
the United States; (4) tax-free sales di-
rect for use as ships' stores, etc., and (5)
tax-free sales for use as supplies (includ-
ing equipment) upon, or in the main-
tenance or repair of, aircraft registered
in any foreign country and actually en-
gaged in foreign trade or trade between
the United States and any of its pos-
sessions, see §§ 314.22, 314.24, 314.25,
314.27, 314.28, and 314.29.

§ 314.33 Sales of benzol, benzene,
naphtha, or other taxable liquids to non-
motor fuel users. (a) No tax attaches to
benzol, benzene, naphtha, or any other
liquid specified in § 314.30 (b) (which
does not fall within the range of the
properties of products commonly or com-
mercially known or sold as gasoline, as
described in § 314.30 (a)) sold by the
manufacturer direct for use (1) other-
wise than as fuel for the propulsion of
motor vehicles, motor boats, or airplanes,
and (2) otherwise than in manufacture
or production of such fuel.

(b) No sale of benzol, benzene, naph-
tha, or other liquid within the scope
of § 314.30 (b) may be made tax free
by the producer to a dealer for resale
for nonmotor fuel uses, even though
it is known at the time of the sale that
the product will be so resold. However,
where any dealer resells a tax-paid prod-
uct for nonmotor fuel uses, the producer
who paid the tax to the United States
on his sale of the product may secure a
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refund or credit in accordance with the
provisions of § 314.64.

(c) To establish the right to exemption
from tax where the sale of the product
is made by the manufacturer direct to
a purchaser for use (1) otherwise than
as a fuel for the propulsion of motor ve-
hicles, motor boats, or airplanes and (2)
otherwise than in the manufacture or
production of such fuel it is necessary
that (i) the manufacturer have definite
knowledge prior to or at the time of
sale that the product in question is pur-
chased for such use and (ii) he obtain
from the purchaser and retain in his
possession a properly executed exemp-
tion certificate in the form prescribed
by this section.

(d) Where the certificate is not ob-
tained prior to the time the manufacturer
files a return covering taxes due for the
month during which the sale was made,
the manufacturer must include the tax
on such sale in such return. However,
if the certificate is later obtained a
claim for refund of tax paid may be
filed on Form 843, or a credit taken upon
a subsequent return, but such action
must be taken within the 4-year period
of limitations prescribed by section 3313,
I. R. C. (See § 314.64.) The articles
covered by the exemption certificate
must be fully identified as to nature,
quantity, and date of sale.

(e) Following is the form of'exemption
certificate which will be acceptable for
purposes of this section and which must
be adhered to in substance:

ExEMPnoN CERTIFIcATE

(For use by purchasers of benzol, benzene.
naphtha, or other taxable liquid, for pur-
poses other than as a fuel for the propul-
sion of motor vehicles, motor boats, or air-
planes, and otherwise than in the manu-
facture or production of such fuel under
section 3412 of the Internal Revenue Code)

(Date)
The undersigned purchaser hereby certi-

fies that he is a
(State business and article
or articles manufactured)

and that the.........................
(State whether benzol, benzene,

naphtha, or other taxable liquid)
in the order covered by this certificate will
not be used as a fuel for the propulsion of
motor vehicles, motor boats, or airplanes,
and will not be used in the manufacture
or production of such fuel, but will be used
for the following purpose:

The undersigned understands that if the
benzol, benzene, naptha, or other taxable
liquid is used, sold, or otherwise disposed
of except as above stated, he will be liable
for the tax upon such use, sale. or other
disposition of such product. It is under-
stood that the fraudulent use of this cer-
tificate to secure exemption will subject the
undersigned and all guilty parties to a fine
of not more than $10.000. or to imprison-
ment for not more than five years, or both,
together with costs of prosecution. The
undersigned also understands that he must
be prepared to establish by competent evi-
dence that the product was actually used
for the purpose or purposes for which pur-
chased as stated in this certificate.

(Name)

(Address)

(f) If it is impracticable to furnish a
separate certificate for each order or
contract, a certificate covering all orders
between given dates (the period not to
exceed a month) will be acceptable. Such
certificates and proper records of in-
voices, orders, etc., relative to tax-free
sales must be retained as provided in
§314.62 and must be readily accessible
for inspection by internal-revenue offi-
cers. Where the records of an importer
or producer with respect to any sale
claimed to be tax free do not contain
a proper certificate, as outlined in this
section, with supporting invoices and
such other evidence as may be necessary
to establish the exempt character of the
sale, tax is payable by the importer or
producer on such sale.

§ 314.34 Use by producer or im-
porter. (a) If gasoline purchased tax
free by an importer or producer is used by
him (otherwise than in the production
of gasoline), such use is considered a sale
and is taxable. Likewise, if any importer
or producer uses (otherwise than in the
production of gasoline) gasoline im-
ported or produced by him, such use is
considered a sale and is taxable.

(b) If a person purchases gasoline tax
free and uses it for any purpose for which
exemption is not provided by law, such
use is taxable.

(c) The phrase "otherwise than in the
production of gasoline" includes any use
of gasoline by a producer thereof, other
than as component material in the man-
ufacture or production of gasoline.

§ 314.35 Rate of tax. The tax is pay-
able by the importer or producer thereof,
or by any producer of gasoline, at the
rate of 1 cents a gallon.
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SUBPART D-LUBRICATING OILS

§ 314.40 Use of terms. (a) The term
"lubricating oils" as used in this subpart
includes all oils, regardless of their origin,
which are sold as lubricating oil and all
oils which are suitable for use as a
lubricant.

(b) The term "lubricating oils" does
not include products of the type com-
monly known as grease. Oleaginous sub-
stances which are classed as grease and
which contain oil are not subject to the
tax when of a worked consistency of less
than 390 penetration units, or an un-
worked consistency of less than 360 pene-
tration units, by the method of test of
the American Society for Testing Ma-
terials D-217-33-T.

(c) The term "manufacturer" includes
(1) any person who produces lubricat-
ing oil by any process of manufacturing,
refining, or compounding, or any manip-
ulation involving substantially more than
mere mixing of taxable oils, (2) any
person who produces lubricating oil by
mixing taxable oils with other sub-
stances, and (3) any person who cleans,
renovates, or refines used or waste lu-
bricating oil by any method or process
which produces an oil substantially
equivalent to new lubricating oil.

(d) The term "manufacturer" does not
include a person who merely blends or
mixes two or more taxable lubricating
oils.

§ 314.41 Scope of tax. (a) The tax at-
taches to the sale by the manufacturer of
lubricating oils. However, no tax at-
taches to the sale of lubricating oils by
the importer thereof. Lubricating oils
imported into the United States are sub-
ject to a tax of 4 cents a gallon under
section 3422, I. R. C., upon the importa-
tion thereof. This tax is administered
by the Bureau of Customs of the Treas-
ury Department.

(b) All manufacturers of lubricating
oils must register and give bond in ac-
cordance with provisions of §§ 314.8 and
314.9.

§ 314.42 Sales to manufacturers of
lubricating oil for resale. (a) No tax at-
taches to the sale of lubricating oil by
the manufacturer direct to a manufac-
turer of lubricating oil for resale by him,
but for the purposes of the tax such ven-
dee manufacturer Is considered the man-
ufacturer of such lubricating oil.

(b) No lubricating oil may be sold tax
free by one manufacturer of lubricating
oil to another for resale unless both are
registered and bonded as manufacturers
of lubricating oil in accordance with the
provisions of §§ 314.8 and 314.9.

(c) All tax-free sales of lubricating oil
to manufacturers of lubricating oils must
be made under an exemption certificate
in substantially the following form:

EXEMPTION CERTIFICATE

(For use by manufacturers of lubricating
oil under section 3413 of the Internal
Revenue Code)

(Date)
The undersigned hereby certifies that (1)

he Is a manufacturer or producer of lubri-
cating oils, (2) he has filed a bond, which has
been accepted by the collector of Internal
revenue at --------------- , (3) he holds
certificate of registry No. ____ issued by such
collector of internal revenue, and (4) the
lubricating oils purchased hereunder are
for resale by him or use by him as material
in the manufacture or production of lubri-
cating oils or as a component part of lubri-
cating oils to be manufactured or produced
by him.

It is understood that the undersigned is
liable for tax as the manufacturer or pro-
ducer upon hIls resale, or upon his use other-
wise than as specified above, of the oils pur-
chased hereunder, unless specifically ex-
empted by law. It Is also understood that
the fraudulent use of this certificate to se-
cure exemption will subject the undersigned
and any guilty party to the cancellation of
his certificate of registry and to a fine of not
more than $10,000, or to imprisonment for
not more than five years, or both, together
with costs of prosecution.

(Name)

(Address)

(d) For special provisions with respect
to (1) tax-free sales of lubricating oil to
manufacturers for use in further man-
ufacture of taxable articles and to reg-
istered dealers for resale direct to such
manufacturers; (2) tax-free sales of lu-
bricating oil direct to the United States,
any State, Territory of the United States,
or any political subdivision of the fore-
going, or the District of Columbia, for
its exclusive use; (3) tax-free sales for
export or for shipment to possessions of
the United States; (4) tax-free sales
direct for use as ships' stores, etc.; (5)
tax-free sales for use as supplies (in-
cluding equipment) upon, or in the
maintenance or repair of, aircraft reg-
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istered In any foreign country and ac-
tually engaged in foreign trade or trade
between the United States and any of its
possessions; and (6) tax-free sales of
lubricating oil direct for nonlubricating
uses by the purchaser, see §§ 314.22,
314.24, 314.25, 314.27, 314.28, 314.29, and
314.43.

§ 314.43 Sales of oil for nonlubricat-
ing uses. (a) No tax attaches where oil
is sold by the manufacturer direct to a
purchaser who uses it for nonlubricating
purposes. No sale of oil may be made
tax free by the manufacturer to a dealer
for resale for nonlubricating uses even
though it is known at the time of sale
that the oil will be so resold. However,
where any dealer resells tax-paid oil for
nonlubricating uses, the manufacturer
who paid the tax to the United States
on his sale of the oil, may secure a re-
fund or credit in accordance with the
provisions of § 314.64.

(b) To establish the right to exemption
from tax with respect to lubricating oil
sold by the manufacturer direct for non-
,lubricating purposes, it is necessary that
(1) the manufacturer have definite
knowledge, prior to or at the time of sale,
that the product is purchased for such
purposes, and (2) he obtain from the
purchaser and retain in his possession a
properly executed exemption certificate
in the form prescribed by this section.

(c) Where the certificate Is not ob-
tained prior to the time the manufac-
turer files a return covering taxes due for
the month during which the sale was
made, the manufacturer must include
the tax on such sale in such return. How-
ever, if the certificate is later obtained a
claim for refund of tax paid may be filed
on Form 843, or a credit taken upon a
subsequent return, but such action must
be taken within the 4-year period of
'limitations prescribed by section 3313,
I. R. C. (See § 314.64.)

(d) The certificate required by this
section must include an agreement that
if the oil is disposed of, or used otherwise
'than for the nonlubricating purpose for
'which purchased, the person who signed
the exemption certificate will report such
fact to the manufacturer. The tax ap-
plicable to the sale of such product shall
be included by the manufacturer in his
return for the month during which such
report is received by him.

(e) The following is a form of exemp-
tion certificate which will be acceptable

for purposes of this section and must be
adhered to in substance:

EXEMPTION CERTIFICATE

(For use by purchasers of oil for nonlubricat-
Ing purposes)

(Date)
The undersigned purchaser hereby certifies

that he is a
(State business and article or

-and 

that 

the 

oil 

cov-

articles manufactured)
ered by the accompanying order or as specified
on the reverse side hereof, will not be used or
resold for lubrication but will be used by him
for the following purposes:
..........................................

The undersigned understands that if the
oil is used for any purpose other than as
stated in this certificate, or is resold or other-
wise disposed of, he must report such fact to
the manufacturer, otherwise the privilege of
purchasing tax free may be canceled; that he
will, if a bonded and registered manufacturer
of lubricating oil be liable for the tax upon
his sale of such oil, and that whether or not
a bonded and registered manufacturer, he
will, for fraudulent use of the certificate to
secure exemption, be subject to a penalty
equivalent to the amount of tax due on the
sale of the oil and to a fine of not more than
$10,000, or imprisonment for not more than
five years, or both, together with the costs of
prosecution. The undersigned also under-
stands that he must be prepared to establish
by competent evidence the purpose for which
such oil was used.

(Name)

(Address)

(e) The articles covered by the exemp-
tion certificate must be fully identified as
to the nature, quantity, and date of sale.

(f) If it is impracticable to furnish a
separate certificate for each order or con-
tract, a certificate covering all orders be-
tween given dates (the period not to ex-
ceed a month) will be acceptable. Such
certificates and proper records of in-
voices, orders, etc., relative to tax-free
sales shall be retained as provided in
§ 314.62 and must be readily accessible
for inspection by internal-revenue offi-
cers. If a manufacturer's records with
respect to any sale claimed to be tax
free do not contain a proper certificate,
'as outlined in this section, with support-
ing invoices and such other evidence as
may be necessary to establish the exempt
character of the sale, the tax is payable
by the manufacturer on such 'sale.
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§ 314.44 Rate o! tax. The tax is pay-
able by the manufacturer at the rate of
6 cents per gallon. A manufacturer of
nonfluid lubricating oils which are sold
by weight may use 8 pounds to the gallon
as a basis for computing and reporting
the tax upon the sale or use of such oils.

SUBPART E-MATCHES

§ 314.50 Scope of tax. The tax ap-
plies to all types of matches, including
waxed matches, parlor matches, safety
matches, book matches, vestas, etc., re-
gardless of whether sold in bulk, boxes,
books, or in any other manner.

§ 314.51 Fancy wooden matches. A
fancy wooden match, within the mean-
ing of the law, is one which has a wooden
stem and which, in addition to serving
the purpose of the ordinary match, is
colored, or decorated, or manufactured
in such a manner as to be more orna-
mental or more attractive than the ordi-
nary match.

§ 314.52 Rate of tax. (a) In the case
of fancy wooden matches and wooden
matches having a stained, dyed, or col-
ored stick or stem, the tax payable by
the manufacturer is at the rate of 51/2
cents per thousand.

(b) In the case of all other matches the
tax payable by the manufacturer is at
the rate of 2 cents per thousand.

SUBPART F-ADMINISTRATIVE PROVISIONS

§ 314.60 Returns. (a) Each person
required to report a tax on the sale or use
of any of the articles covered by this
part, must prepare a return for each
calendar month in duplicate on Form 726
in accordance with the instructions
thereon. The original return must be
made under oath and must be verified
before an officer duly authorized to ad-
minister oaths. If the amount of the tax
is $10 or less, the return may be signed or
acknowledged before two witnesses in-
stead of under oath. The original return,
together with the tax, must be filed with
the collector of the district in which is
located the principal place of business of
the taxpayer (or, if he has no principal
place of business in the United States,
with the collector at Baltimore, Md.), on
or before the last day of the month suc-
ceeding that for which it Is made.

(b) When the last day of the month in
which the return is due falls on Sunday
or a legal holiday the return may be filed
with the collector of internal revenue, or

his authorized representative, on the
next secular or business day. A return
must be forwarded to the collector for
each month whether or not any liability
has been incurred for that month. If a
manufacturer ceases business the last re-
turn should be marked "Final return."

(c) The duplicate return shall be re-
tained as prescribed by § 314.62.
[Regs. 44, 9 F. R. 13453, as amended by T. D.
5674, 13 F. R. 7301]

§ 314.61 Payment of taxes. All taxes
are due and payable to the collector of
internal revenue, without assessment by
the Commissioner or notice from the col-
lector, at the time fixed for filing the re-
turn. If the tax is not paid when due
there shall be added as part of the tax in-
terest at the rate of 6 per cent per annum
from the time the tax became due to the
actual date of payment or assessment,
whichever is prior. For provisions with
respect to interest generally, including
interest on assessments, see § 314.65.

§ 314.62 Records. (a) Every person
required to file a return and pay tax on
the sale or use of any article covered by
these regulations must keep accurate and
complete records, including the duplicate
returns prescribed by § 314.60 and ac-
counts with respect to such sale or use.
Records must be maintained in such a
manner as to show:

(1) Quantity on hand at beginning of
month;

(2) Quantity produced during the
month;

(3) Quantity purchased tax free;

(4) Quantity purchased tax paid;

(5) Quantity sold tax free;

(6) Quantity sold subject to tax;

(7) Quantity used in production of
other taxable commodities;

(8) Quantity used otherwise;

(9) Actual wastage, evaporation, and
other losses, etc.; and

(10) Quantity on hand at end of
month.

(b) The records must be retained for a
period of at least four years from the
date the tax became due, or, in the case
of tax-free sales, for a period of at least
four years from the last day of the
month immediately following that in
which the sale occurs, and all such rec-
ords must be available for ready inspec-
tion by internal-revenue officers.
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(c) The records of a producer of gaso-
line or manufacturer of lubricating oil
shall be open to inspection by officers of
any State or Territory, or political subdi-
-vision thereof, or the District of Colum-
bia, who are charged with the enforce-
ment or collection of any tax on gasoline
or lubricating oils.

(d) The records maintained in the Bu-
reau and in the various collection dis-
tricts with respect to the taxes imposed
on the sale or use of gasoline or lubricat-
ing oil, including all returns, reports, and
statements with respect to such taxes,
shall be at all times open to inspection by
internal-revenue officers, or by officers of
any State or Territory, or political sub-
division thereof, or of the District of
Columbia, who are charged with the en-
forcement or collection of any tax on
gasoline or lubricating oils. Upon writ-
ten request from officers of a State or
Territory, or political subdivision thereof,
or the District of Columbia, for certified
copies of any such statements, reports,
or returns filed In the Bureau or the office
of a collector, the Commissioner or col-
lector shall furnish to any such officer
upon payment of a fee of $1 for each
100 words or fraction thereof, the copy
or ,copies requested.

(e) The books of every person liable to
tax shall at all times be open for inspec-
tion by Government officers. Every per-
son who fails to keep proper and accurate'
records as required by this section Is
liable for the penalties imposed by law.
(See § 314.65.)
[Regs. 44, 9 F. R. 13453, as amended by T. D.
5674, 13 F'. R. 7301]

§ 314.63 Jeopardy assessment. (a)
Whenever, in the opinion of the collector,
it becomes necessary to protect the inter-
ests of the Government by making an im-
mediate assessment and collection of the
tax, the case shall be promptly reported
to the Commissioner by telegram or let-
ter. The communication should state the
full name and address of the person in-
volved, the amount of taxes due, the
period involved, the collector's recom-
mendation and the reason therefor, which
will enable the Commissioner to assess
the tax Immediately, together with all
.penalties and interest due. Upon as-
sessment, such tax, penalty, and interest
shall become immediately due and pay-
able, and the collector shall forthwith

issue a notice and demand for, payment
thereof.

(b) The collection of the whole or any
part of the amount of the jeopardy as-
sessment may be'stayed by filing with the
collector a bond in such amount, not ex-
ceeding double the sum with respect to
which the stay is desired, and with such
sureties as the collector deems necessary,
conditioned upon. the payment of the
amount, collection of which is stayed, at
the time at which such amount would
normally be due. In lieu of surety or
sureties, the taxpayer may deposit with
the collector bonds or notes of the lnited
States having a par value not less than
the amount of the bond required to be
furnished, together with an agreement
authorizing the collector in case of de-
fault to collect or sell such bonds or notes
so deposited.

(c) Upon refusal to pay, or failure to
pay or give bond, the collector will pro-
ceed immediately to collect the tax, pen-
alty, and interest by distraint without
regard to the period prescribed in section
3690.

§ 314.64 Credits and refunds. (a) A
credit against the tax due on the sale
of any article covered by this part or
a refund may be allowed or made to
a manufacturer in the amount of any
tax which has been paid by any person
with respect to the sale of any article
purchased and used by such manufac-
turer as material in the manufacture or
production of, or as a component part of,
any such article with respect to which
tax has been paid, or which has been sold
free of tax in accordance with the pro-
visions of § 314.21 or 314.22. In such a
case, the credit or refund is allowable
only to the manufacturer who uses such
tax-paid articles in further manufacture,
and no credit or refund is allowable to
the person who paid the tax originally
on the articles used in such further man-
ufacture. A claim for refund must be
supported by evidence showing (1) the
name and address of the person who
paid to the United States the tax of which
refund is claimed, (2) the date of pay-
ment, (3) the amount of such tax, and
(4) that the article was so used. A credit
taken. on a return must be supported by
the same evidence. If it is impossible
to furnish such evidence with the re-
turn, a statement to that effect must be
submitted with the return. The evidence
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supporting such credit must be filed with
the collector within 30 days after the
date on which the return is filed. If
the required evidence is not so filed the
credit will be disallowed and assessment
of the tax resulting from the disallow-
ance will be made on the current assess-
ment list.

(b) If any person overpays the tax
shown to be due on a monthly return, he
may either file a claim for refund on
Form 843 or take credit for the overpay-
ment against the tax shown to be due on
any subsequent monthly return. In no
case shall credit or refund on account of
overpayment of tax with respect to an
article be allowed (except as provided in
paragraph (a) of this section), whether
in pursuance of a court decision or
otherwise, unless the taxpayer files a
statement explaining satisfactorily the
reason for claiming the credit or refund
and establishing (1) that he has not in-
cluded the tax in the price of the article
with respect to vhich it was imposed, or
collected the amount of the tax from the
vendee, or (2) that he has either repaid
the amount of the tax to the ultimate
purchaser of the article or has secured
the written consent of such ultimate pur-
chaser to the allowance of the credit or
refund. In the latter case the written
consent of the ultimate purchaser must
accompany the statement filed with the
credit or refund claim. For the urpose of
the tax the "ultimate purchaser" is a
person who purchases an article for
consumption, or for use in the manu-
facture of other articles and not for
resale in the form in which purchased.
The statement supporting the credit or
refund claim must also show whether any
previous claim for credit or refund cover-
ing the amount involved, or any part
thereof, has been filed with the collector
or Commissioner.

(c) A complete and detailed record of
each overpayment must be kept by the
taxpayer for a period of at least four
years from the date any credit is taken or
refund is claimed.

(d) Where an article sold tax paid by a
manufacturer to a dealer is resold by the
dealer or any subsequent owner for a
purpose or use specified in section 3443
(a) (3) (A), I. R. C., or Is used for such
purpose or use, the manufacturer may be
allowed a refund, or may take credit
against the tax shown to be due upon any
subsequent monthly return, in the

amount of tax paid by him with respect
to the sale of such article, provided he
can establish by satisfactory evidence
(1) that such article has been used, or
resold, for one of the uses specified in
such section, (2) the name and address
of the ultimate vendor, (3) the name
and address of the consumer, and the
use made or to be made of such article,
(4) the date the tax on his sale of such
article was paid to the United States, and
(5) that he has repaid or agreed to repay
the amount of such tax to the ultimate
vendor, or has obtained the consent of
the ultimate vendor to the allowance of
the credit or refund.

(e) The evidence required in para-
graph (d) (1), (2), and (3) of this sec-
tion may be established by the manu-
facturer securing from the ultimate
vendor (1) the original exemption certifi-
cate obtained by such ultimate vendor
from the consumer, or (2) a statement by
the ultimate vendor that he has obtained
from the consumer and has in his pos-
session such an exemption certificate.
The consent of the ultimate vendor re-
quired by paragraph (d) (5) of this sec-
tion may be indorsed on the certificate or
made a part of the statement.

f) Where a statement is furnished
by the ultimate vendor in lieu of the
original exemption certificate, the ulti-
mate vendor must Incorporate therein a
statement to the effect that the certif-
icate and supporting data (1) are re-
tained by him, (2) will be preserved for
a period of four years, and (3) will, upon
request, be forwarded to the manufac-
turer at any time within the period for
use in establishing to the satisfaction of
Internal-revenue officers that a refund
or credit is justly due.

(g) The exemption, certificates re-
quired by this section shall be in a form
substantially the same as those required
in the case of sales by manufacturers di-
rect to users.

(h) Where a tax-paid article is used by
a consumer for one or more of the pur-
poses specified above, the ultimate ven-
dor may secure from such consumer, in
lieu of the exemption certificate, a
statement showing full and complete in-
formation as to the date of the purchase
of the article, from whom purchased, the
quantity and nature of the article, the
purpose for which used, the amount of
tax involved, and that the consumer has
not previously executed any other am-
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davit of use concerning such article. The
statement referred to may be furnished
to the manufacturer by the ultimate
vendor as evidence to support the credit
or refund claimed, or the information
appearing therein may be incorporated
In the statement which the ultimate
vendor files with the manufacturer who
paid the tax to the Government on the
sale of the article.

(i) The statement of the ultimate ven-
dor shall be in substantially the follow-
ing form:

STATEMENT OF ULTIMATE VENDOR

The undersigned certifies that he himself
or the

(Name of vendor if other than under-
signed)

of which he is ----- is the ultimate vendor
(Title)

of the articles specified below or on the re-
verse side hereof:

That such articles were purchased by him
tax paid and resold for use by his vendee
for the nontaxable purposes indicated and
not for resale;

That he has in his possession all of the
exemption certificates, properly executed, re-
quired by the law and regulations, to cover
the sale of the articles specified;

That the certificates and supporting data
(1) are retained by him. (2) will be preserved
for a period of four years, and (3) will, upon
request, be forwarded to the manufacturer
any time within the period for use in estab-
lishing to the satisfaction of internal-revenue
officers that a refund or credit is justly due;
and

That he hereby consents to the allowance
of a credit or refund to the
------------------------------------------

(Name and address of manufacturer)
in the amount of the tax paid by such man-
ufacturer with respect to the sale of such
articles, and that he has not heretofore given
his consent to the allowance of a credit or
refund to any other manufacturer and has
not made application for a refund or credit
of such Federal Tax from any other source.

The undersigned understands that the
fraudulent use of this affidavit to secure
credit or refund will subject him and all
guilty parties to a fine of not more than
$10,000, or to Imprisonment for not more
than 10 years, or both, under section 35 of the
Criminal Code of the United States, as
amended by Act approved April 4, 1938 (52
Stat., 197).

------------------------------------

(Name)

(Address)

(Date)

ernal Revenue

Vendor's invoice. 3

(j) The provisions of section 3451 (see
§ 314.28), relating to aircraft, apply only
to sales by manufacturers direct to the
owners or operators of aircraft, and no
credit or refund is allowable, either under
section 3451 or under section 3443 (a) (3)
(A) (ii), I. R. C., with respect to tax paid
on articles sold by the manufacturer for
resale for use on aircraft, regardless of
the date the sale or resale occurred, and
even though it is known at the time of
the manufacturer's sale that the article
will be so resold. However, where it can
be shown that articles were sold by the
manufacturer in accordance with the
provisions of section 317 (b) of the Tariff
Act of 1930, as added by the Act ap-
proved June 25, 1938, for use as supplies
(including equipment) upon, or in the
maintenance or repair of, aircraft regis-
tered in any foreign country and actually
engaged in foreign trade or trade be-
tween the United States and any of its
possessions, the manufacturer who paid
the tax to the Government may be al-
lowed a refund or may take credit against
the tax due upon any subsequent monthly
return, provided he has in his possession
the evidence outlined in § 314.29.

(k) No credit or refund is allowable for
tax paid with respect to the sale to the
United States on or after June 1, 1944, of
an article covered by the regulations in
this part, except in a case where the tax
was paid pursuant to a sale made under a
contract entered into prior to June 1,
1944, or an agreement or change order
supplemental to such contract bearing
the same Government contract number.
(See § 314.24 (b).)

(1) No credit will be allowed against
tax due on the sale of gasoline or lubri-
cating oil for the tax paid on importation
of gasoline or lubricating oil.
[Regs. 44, 9 F. R. 13453, as amended by T. D.
5674, 13 F. R. 73011

§ 314.65 Penalties and interest. (a) In
the case of failure to file a return within
the prescribed time, a certain percentage
of the amount of the tax is added to the
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tax unless the return is later filed and
failure to file the return within the pre-
scribed time is shown to the satisfaction
of the Commissioner to be due to reason-
able cause and not to willful neglect.
The amount to be added to the tax is
5 per cent if the failure is for not more
than 30 days, with an additional 5 per
cent for each additional 30 days or frac-
tion thereof during which failure con-
tinues, not to exceed 25 per cent in the
aggregate.

(b) Failure to pay tax within the time
fixed for filing returns causes interest to
accrue automatically, without assess-
ment of the tax by the Commissioner or
notice to the taxpayer, to the actual
date of payment or assessment, which-
ever is prior. The due date of the tax
for the purpose of computing interest
is the last day of the month within which
the return is required to be filed and the
tax paid.

(c) Where assessment is made, and
payment is not made within 10 days after
the issuance of the first notice and de-
mand (Form 17), there will accrue, under
section 3655, a 5 per cent penalty and
interest at the rate of 6 per cent per
annum computed upon the entire assess-
ment from the date of issuance of Form
17 until date of payment. Where assess-
ment is settled by partial payments, in-
terest is computed at the above-pre-
scribed rate from the date of the first
10-day notice through the date of first
payment and on the balance from the
next succeeding day to the date of the
next payment until the assessment is
paid in full.

(d) If a claim for abatement is filed
with the collector within 10 days after
the date of the issuance of the first notice
and demand, the 5 per cent penalty does
not attach. If the assessment is not
paid within 10 days after receipt of notice
of rejection of the claim, the 5 per cent
penalty applies. The filing of the claim
does not stay the collection of interest,
which continues to run for the full period
that intervenes between the date of the
first notice and demand.and the date of
payment.

(e) If a false or fraudulent return is
willfully made, the penalty, under section
3612 (d) and (e), is 50 per cent of the
total tax due for the entire period in-
volved, including any tax previously
paid.

819596-49-8

(f) Any person who willfully fails to
pay any tax due, file return, or keep rec-
ords, or who attempts in any manner to
evade or defeat the tax, or who fraudu-
lently uses any exemption certificate au-
thorized by these regulations, is subject
to a fine of $10,000, or imprisonment, or
both, with costs of prosecution, and is
also liable to a penalty equal to the
amount of the tax not paid. These penal-
ties apply to an officer or employee who,
as such officer or employee, is under a
duty to perform the act in respect of
which the violation occurs, as well as to a
person who fails or refuses to perform
any of the duties imposed by the Code,
i. e., pay the tax, make returns, keep
records, supply information, etc.

(g) An internal-revenue officer dis-
covering in the course of his duty infor-
mation leading him to suspect a possible
violation of bny law with the enforce-
ment of which he is not directly con-
cerned should immediately report the
matter to the Commissioner, who is au-
thorized to communicate with the proper
department involved.

Part 315-Licensing Under the
Federal Firearms Act of Manu-
facturers of, and Dealers in,
Firearms or Ammunition

Sec.
315.1

315.2
315.3
315.4
315.5
315.6
315.7
315.8
315.9

Subpart A-Definitions

Definitions.

Subpart B-Licenses
Persons required to procure licenses.
Persons not entitled to a license.
Application for a license.
License fees.
Issuance of license.
Scope and duration of license.
Removal of licensee.
Suspension and revocation of license.

Subpart C-Records
315.10 Records.

Subpart D-Exemptions
315.11 Exemptions.

Subpart E-Miscellaneous Provisions
315.12 Relation to other provisions of law
315.13 Penalties.

AUTHORITY: §§ 315.1 to 315.13 issued under
sec. 7, 52 Stat. 1252; 15 U. S. C. 907.

SouRcE: §§ 315.1 to 315.13 contained in T. D
5646, 13 F. R. 4383. Redesignation noted at
14 F. R. 5200.
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SUBPART A-DEFINITIONS

§ 315.1 Definitions. As used in the
regulations in this part:

(a) The term "act" means the Federal
Firearms Act.

(b) The term "firearm" means (1) any
weapon, by whatever name known, which
is designed to expel a projectile or projec-
tiles by action of an explosive, (2) any
part or parts of such weapon, and (3)
a firearm muffler or firearm silencer.

(c) The term "ammunition" means
only pistol and revolver ammunition. It
does not include shotgun shells, metallic
ammunition suitable for use only in
rifles, or any .22 caliber rimfire ammuni-
tion.

(d) The term "interstate or foreign
commerce" means:

(1) Commerce between any State,
Territory, or possession of the United
States (not including the Canal Zone),
or the District of Columbia, and any place
outside thereof;

(2) Commerce between points within
the same State, Territory, or possession
of the United States (not including the
Canal Zone), or the District of Columbia,
but through any, place outside thereof;
or

(3) Commerce within any' Territory,
or possession of the United States (in-
cluding the Canal Zone), or the District
of Columbia.

(e) The term "person" includes an in-
dividual, partnership, association, or cor-
poration.

M) The term "manufacturer" means
any person engaged in the manufacture
or importation of firearms, or ammuni-
tion, for purposes of sale or distribution.

(g) The term "licensed manufacturer"
means a manufacturer licensed under
section 3 of the act.

(h) The term "dealer" means any per-
son engaged in the business of selling
firearms or ammunition at wholesale or
retail, or any person engaged in the
business of repairing such firearms or of
manufacturing or fitting special barrels,
stocks, - trigger mechanisms, or breech
mechanisms to firearms.

(i) The term "licensed dealer" means
a dealer licensed under section 3 of the
act.

.(j) The term "license" means a license
issued under authority of secti6n 3 (b)
of the act.

(k) The term "license fee" means the
annual fee payable by'a manufacturer of,
or dealer In, firearms or ammunition.

(1) The term "Secretary" means the
Secretary of the Treasury.

(in) The term "Commissioner" means
the Commissioner of Internal Revenue.

(n) The term "collector" means col-
lector of internal revenue.

(o) The terms "includes" and "in-
cluding" when used in a definition or
statement in this part shall not be
deemed to exclude other things other-
wise within the scope thereof.

SUBPART B-LICENSES
§ 315.2 Persons required to procure

licenses. (a) Under section 2 (a) of the
act, it is unlawful for any manufacturer
or dealer, except a manufacturer or
dealer having a license-issued under the
provisions of the act, to transport, ship,
or receive any firearms or ammunition in
interstate or foreign commerce. There-
fore, every manufacturer or dealer within
the meaning of the act and the regula-
tions in this part (see § 315.1. (f) and
(h)) must first procure a license under
section 3 of the act before he may, on or
after July 30. 1938, lawfully transport,
ship, or receive any firearms or ammuni-
tion in interstate or foreign commerce.

(b) It is not necessary in any case for a
person licensed as a manufacturer also
to procure a license as a dealer. The
license as manufacturer entitles the
licensee, within the limitations of the act,
to transport, ship, or receive, in inter-
state or foreign commerce, firearms or
ammunition, whether of his own produc-
tion or produced by another. However,
a person required to be licensed as a
manufacturer does not comply with the
provisions of the act by procuring a
license as dealer.

(c) A person engaged in the importa-
tion of firearms or ammunition for sale
or distribution is required to be licensed
as a manufacturer even though he may
not perform any manufacturing opera-
tions.

(d) A person-engaged in the business
of repairing firearms, or of manufactur-
ing or fitting special barrels, stocks, trig-
ger mechanisms, or breech mechanisms
to firearms, If not otherwise required to
be licensed as a manufacturer, must be
licensed as a dealer before he may, on
or after July 30, 1938, lawfully transport,
ship, or receive any firearm, including
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any part of a weapon (see § 315.1 (b)),
or ammunition in interstate or foreign
commerce.

§ 315.3 Persons not entitled to a
license. A license shall not be issued to
any person who is under indictment for,
or has been convicted of, a "crime of
violence" as defined in section 1 (6) of
the act, or who is a "fugitive from Jus-
tice" as defined in section 1 (17) of the
act. Nor shall a license be issued to
any applicant within two years after
the revocation of a previous license.

§ 315.4 Application for a license.
The application for a license shall be
made on Form 7 (Firearms), copies of
which may be procured from collectors.
The application shall be filed with the
collector for the district within which
the principal place of business of the ap-
plicant is located. The application must
contain all the information required by
the form.

§ 315.5 License lees. In the case of
a manufacturer the license fee is $25 per
annum, and in the case of a dealer the
license fee Is $1 per annum.

§ 315.6 Issuance of license. If an
application on Form 7 (Firearms) has
been filed with the collector, properly
executed by a person lawfully entitled
to a license and accompanied by the re-
quired licenses fee, there shall be issued
to the applicant a license on Form 8
(Firearms).

§ 315.7 Scope and duration of license.
(a) The license shall entitle the person to
whom issued to transport, ship, or receive
firearms or ammunition in interstate or
foreign commerce for a period of one
year from the date of issuance, subject,
however, to suspension or revocation of
the license at any time if the licensee
is convicted of violation of any of the
provisions of the act. (See § 315.9.)

(b) A license shall not be issued in any
case for a period of less than one year.
No refund of any part of the amount paid
as a license fee shall be made where, for
any reason, a licensee discontinues oper-
ations prior to the expiration of the
period covered by the license. Nor shall
any refund be made if the license is sus-
pended or revoked because of violation
by the licensee of any provision of the
act.

(c) When a license has expired, or is
about to expire, a new license, if desired,
may be obtained by filing with the collec-

tor an application on Form 7 (Firearms),
accompanied by the required license fee,
provided the applicant is otherwise en-
titled to a license. (See § 315.3.)

(d) The license under section 3 of the
act is not assignable or transferable
under any circumstances and is valid only
with respect to the operations of the
person to whom issued.

(e) The license applies to the opera-
tions of the licensee and not to any par-
ticular place at which business is carried
on. Accordingly, only one license is re-
quired, regardless of the number of places
at which the licensee operates. If the
business is carried on at more than one
location, the license shall be held avail-
able for inspection at the principal place
of business and an appropriate record
maintained at all other locations show-
ing where the license is so held.

(f) The license confers no right or
privilege to conduct business contrary to
State or other law. The holder of a license
is not, by reason of such license, immune
from punishment for dealing in firearms
or ammunition in violation of the provi-
sions of any State or other law. Simi-
larly, compliance with the provisions of
any other law affords no immunity under
the act. (See § 315.12.)

§ 315.8 Removal of licensee. A li-
censee may remove his business to a new
location without procuring a new license.
However, in every case, whether or not
the removal is from one district to an-
other, prompt notification of the new
location of the business must be given
to:

(a) The collector for the district where
the license was issued;

(b) The collector for the district from
which or within which the removal is
made; and

(c) The collector for the district to
which the removal is made.

§ 315.9 Suspension and revocation of
license. (a) Section 3 (c) of the act pro-
vides in part that the license of any per-
son convicted of violation of any provi-
sion of the act shall be suspended until
final disposition of the case, at which
time, if the conviction has not been set
aside, the license shall be revoked. Sec-
tion 3 (c) further provides that a licensee
convicted of violation of any provision of
the act may be permitted to continue in
business during the pendency of an ap-
peal from such conviction upon furnish-
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ing a bond of $1,000 acceptable to the
Secretary.

(b) Upon receipt by the Secretary of
notice of the conviction of a licensee of
violation of any provision of the act, the
license of such person shall be immedi-
ately suspended in accordance with the
provisions of section 3 (c) of the act, and
the Commissioner shall immediately no-
tify such person thereof by registered
letter addressed to his last known ad-
dress.

(c) A person whose license is sus-
pended on account of a conviction of vio-
lation of any provision of the act and who
desires permission to continue in business
during the pendency of an appeal from
such conviction shall file an application
with the Commissioner for such permis-
sion. The application shall be under
oath and fully set forth the grounds on
which the application is based. The ap-
plication shall be accompanied by a bond,
running to the United States, in the
penal sum of $1,000. The condition of
the bond shall be that, until final dis-
position of the appeal, the licensee will
comply in every respect with all the pro-
visions of the act. As soon as possible
after the receipt of the application and
bond, the Commissioner shall notify the
applicant that, by direction of the Sec-
retary, his application has been granted
or denied, as the case may be.

(d) An application for permission to
continue in business during the pendency
of an appeal from a conviction of viola-
tion of any provision of the act shall not
be granted if on the facts of the case the
applicant would not then be entitled to
a license were he applying for a license.
(See § 315.3)

(e) In every case, the suspension of a
license shall remain in effect until final
action is taken upon the application, if
made, for permission to continue in busi-
ness during the pendency of an appeal
from the conviction. If such applica-
tion is granted, the suspension is set
aside until final action upon the appeal
from the conviction, at which time the
case will be disposed of according to the
outcome of the appeal. If the applica-
tion for permission to continue in busi-
ness is denied, or if no such application
Is made, the suspension of the license
remains in effect throughout the pend-
ency of the appeal and final action will
then be taken in the case as may be re-
quired by the outcome of the appeal.

(f) The granting of an application to
continue In business during the pendency
of an appeal from a conviction of viola-
tion of any provision of the act does not
extend the term of the license. If a li-
cense expires by lapse of time before the
appeal is decided, the licensee must pro-
cure a new license if he desires to con-
tinue to transport, ship, or receive fire-
arms or ammunition in interstate or
foreign commerce. The new license shall
stand in place of, and be subject to the
same condition as, the old license, that
is, the new license shall be subject to
revocation if the conviction is not set
aside.

(g) If upon appeal the conviction of a
licensee of violation or any provisions
of the act is not set aside, or if no ap-
peal is filed, his license shall be imme-
diately revoked pursuant to the provi-
sions of section 3 (c) of the act, and the
Commissioner shall immediately notify
such person thereof by registered let-
ter addressed to his last known address.

(h) The forfeiture of a license for vio-
lation of any provision of the act is a sep-
arate and distinct penalty In addition to
any other penalties which may apply in
the case, whether imposed under section
5 of the act or under any other provision
of law.

(I) A person whose license has been
revoked for violation of any provision of
the act may, if otherwise entitled to a
license (see § 315.3), again be licensed
to transport, ship, or receive firearms or
ammunition in interstate or foreign com-
merce, but not until the expiration of
two years from the date of the revoca-
tion of the previous license. In such
case, the application for the new license
shall be filed with the collector in ac-
cordance witt the provisions of § 315.4.

SUBPART C-RECORDS

§ 315.10 Records -(a) Manufactur-
ers. Each licensed manufacturer shall
maintain complete and adequate records
of all firearms and ammunition disposed
of in the course of his business, whether
manufactured by himself or acquired
from other manufacturers or dealers, in-
cluding firearms in an unassembled con-
dition, but not including parts of fire-
arms. The records shall show and
include:

(1) The number of the firearms of
each type, together with a full and ade-
quate description thereof, including the
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serial numbers if such weapons are num-
bered;

(2) The types, and quantity of each
type, of ammunition;

(3) The name and address of each
person from whom the firearms or am-
munition, if not the manufacturer's own
product, was acquired, and the date of
acquisition; and

(4) The disposition made of the fire-
arms or ammunition, including the name
and principal address of each transferee,
the address to which delivered, and date
of disposition.

(b) Dealers. Each licensed dealer
shall maintain complete and adequate
records of all firearms (not including
parts of firearms but including firearms
in an unassembled condition) acquired
or disposed of in the course of his busi-
ness. The records shall show and in-
clude:

(1) The number of the firearms of
each type, together with a full and ade-
quate description thereof, including the
serial numbers if such weapons are num-
bered;

(2) The name and address of each
person from whom firearms are acquired,
and the date of acquisition;

(3) The disposition made of the fire-
arms, including the name and principal
address of each transferee, the address
to which delivered, and date of disposi-
tion.

(c) General. The records prescribed
by this section shall be in permanent
form and shall be retained for a period
of not less than six years from the date
of the transactions to which the records
relate. 'Such records must be held avail-
able for inspection during business hours
by any authorized officer or agent of the
United States engaged in the perform-
ance of his duties under the act.

SUBPART D-EXEMPTIONS

§ 315.11 Exemptions-(a) General.
(1) Under section 4 of the act, the provi-
sions of the act do not apply with respect
to the transportation, shipment, receipt,
or importation of any firearm, or ammu-
nition, sold or shipped to, or issued for
the use of:

(i) The United States or any depart-
ment, independent establishment, or
agency thereof;

(ii) Any State, Territory, or posses-
sion, or the District of Columbia, or any
department, independent establishment,

agency, or any political subdivision there-
of;

(iii) Any duly commissioned officer or
agent of the United States, a State, Ter-
ritory, or possession, or the District of
Columbia, or any political subdivision
thereof;

(iv) Any bank, public carrier, express,
or armored-truck company organized
and operating in good faith for the trans-
portation of money and valuables, pro-
vided exemption is granted as prescribed
in paragraph (b) of this section; and

(v) Any research laboratory designat-
ed under paragraph (c) of this section
and granted exemption thereunder.

(2) Section 4 of the act further ex-
empts from the provisions of the act:

(i) The transportation, shipment, or
receipt of any antique or unserviceable
firearms, or ammunition, possessed and
held as curios or museum pieces; and

(ii) Shipment of firearms and am-
munition to institutions, organizations,
or persons to whom such firearms and
ammunition may be lawfully delivered
by the Secretary of War, and the trans-
portation of such firearms and ammuni-
tion by their lawful possessors while
they are engaged In military training
or in competitions.

(b) Bank, public carrier, express, or
armored-truck company. Any bank,
public carrier, express, or armored-truck
company organized and operating in
good faith for the transportation of
money and valuables, may procure an
exemption under section 4 of the act
upon application to the collector for the
district within which the principal place
of business is located. Such application
shall be submitted under oath and show
the character of the business of the ap-
plicant and the purposes for which the
exemption is requested. If the applica-
tion and the purposes stated are bona
fide, the exemption shall be granted. In
all cases, as soon as possible after the
receipt of the application, the collector
shall notify the applicant by letter that,
by direction of the Secretary, the exemp-
tion is granted or denied, as the case
may be.

(c) Research laboratory. A research
laboratory desiring to procure an exemp-
tion under section 4 of the act shall file
an application with the Commissioner.
The application shall be under oath and
shall show (1) by whom and the purpose
for which the laboratory was organized,
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(2) the source of the funds expended
for the maintenance and operations of
the laboratory, (3) the services per-
formed by, and operations of, the labora-
tory, and (4) the purposes for which the
exemption is requested. The Commis-
sioner shall notify the applicant that, by
direction of the Secretary, the applica-
tion is granted, or denied, as the case
may be.

SUBPART E-MISCELLANEOUS PROVISIONS

§ 315.12 Relation to other provisions
of law. The provisions of the act and of
the regulations in this part are in addi-
tion to, and not in lieu of, any other
provision of law, or regulations, respect-
ing the manufacture or importation of.
or dealing in, firearms or ammunition.
. § 315.13 Penalties. Section 5 of the
act provides certain penalties for viola-
tion of the provisions of the act or the
regulations in this part, and for know-
ingly making any false statement in ap-
plying for a license or exemption. With
respect to transactions and dealings de-
clared unlawful and in violation of the
act, see section 2 of the act.

Part 316-Excise Taxes on Sales
by the Manufacturer
Subpart A-General Provisions

Sec.
316.1 Meaning of terms.
316.2 Effective period.
316.3 Liability for tax.
316.4 Who Is a manufacturer.
316.5 When tax attaches.
316.6 Sales of taxable articles by a person

other than the manufacturer
thereof.

316.7 Tax on use by manufacturer, pro-
ducer, or importer.

316.8 Basis of tax on sales, generally.
316.9 Basis of tax on leases, installment

sales, conditional sales, and sales
under chattel mortgage arrange-
ments.

316.10 Charges for coverings, containers,
etc., generally.

316.11 Exclusion of tax.
316.12 Exclusion of charges for transporta-
- . tion, delivery, etc., generally.

316.13 Discounts and adjustments, gener-
ally.

316.14 Exchanges, etc.
316.15 Fair market price in case of retail

sales, consignments, etc., gener.-
ally.

Subpart B-General Exemptions
316.20 Tax-free sales and registration.
316.21 Articles sold to rhanufacturers.
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Sec.
316.22

316.23
316.24

316.25
316.26
316.27

316.28

316.29

316.29a

Articles sold for resale to manufac-
turers.

Proof of right to exemption.
Sales to States or political subdi-

visions thereof and to the United
States.

Sales for export.
Proof of exportation.
Shipments to possessions of the

United States.
Exemption of certain supplies for

certain vessels.
Exemption of certain supplies for

aircraft.
Exemption of articles taxable as

jewelry.

Subpart C-Tires and Inner Tubes
316.30 Scope of tax.
316.31 Use by manufacturer.
316.32 Rate and computation of tax.

Subpart D-Toilet Preparations, Etc.
316.40 Termination of tax.
316.42 Sale price.

Subpart E-Automobiles, Etc.

316.50 Scope of tax.
316.50a Definitions.
316.51 Rate of tax.
316.52 Combinations of chassis and bodies

taxable at different rates.
316.53 Sales of bodies to manufacturers.
316.54 Credit for taxes on tires, inner tubes,

or automobile radios.
316.55 Definition of parts or accessories.
316.56 Rate of tax.
316.57 Parts and accessories sold to manu-

facturers.

Subpart F-Radio Receiving Sets, Etc.

316.60 Scope of tax.
316.61 Radios, phonographs, etc., compo-

nents.
316.62 Phonograph records.
316.63 Musical instruments.
316.64 Rate of tax.

Subpart G-Mechanical Refrigerators and
Refrigerator Components

316.70 Refrigerators, etc.
316.71 Refrigerating apparatus.
316.72 Air-conditioners, and components.
316.73 Rate of tax.

Subpart H-Firearms, Shells, and Cartridges
316.80 Scope of tax.
316.81 Exempt sales.
316.82 Rate of tax.

Subpart I-Sporting Goods
316.90 Scope of tax.
316.91 Rate of tax.

Subpart J-Luggage
316.100 Scope of tax.
316.101 Application of the tax.
316.102 Rate of tax. -
316.103 Suspension of tax.
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Subpart K-Electric, Gas, and Oil Appliances

Sec.
316.110 Scope of tax.
316.111 Rate of tax.

Subpart L-Photographic Apparatus

316.120 Scope of tax.
316.121 Unexposed motion picture films

used in making news reel motion
picture films.

316.122 Rates of tax.

Subpart O-Business and Store Machines

316.140 Scope of tax.
316.141 Rate of tax.

Subpart S-Electric Light Bulbs and Tubes

316.180 Scope of tax.
316.181 Rate of tax.

316.190
316.191
316.192
316.193
316.194

Subpart T-Electrical Energy

Scope of tax.
Sales for resale.
Rate of tax.
Exemptions.
Inapplicable administrative provi-

sions.

Subpart U-Miscellaneous Provisions
316.200 Returns.
316.201 Payment of taxes.
316.202 Records
316.203 Jeopardy assessment.
316.204 Credits and refunds.
316.205 Penalties and interest.

AuTHoRITY: §§ 316.1 to 316.205 issued un-
der 53 Stat. 419, 467; 26 U. S. C. 3450, 3791.

NOTE: Order, Acting Secretary of the Treas-
ury, June 30, 1947, 12 F. R. 4397, authorized
the exemption from the taxes imposed by
Chapters 19 and 29 of the Internal Revenue
Code (26 U. S. C., Chapters 19 and 29) with
respect' to articles sold on or after June 1,
1944, to any corporation created by act of
Congress to act in matters of relief under the
treaty of Geneva of August 22, 1864 (Ameri-
can Red Cross), for its exclusive use, at a
price not including such taxes.

NOTE: Redesignation noted at 14 F. R. 5200.

SUBPART A-GENERAL PROVISIONS
SOURCE: §§ 316.1 to 316.15 contained in

Regulations 46, 5 F. R. 142, except as noted
following sections affected.

§ 316.1 Meaning of terms. As used in
the regulations in this part:

(a) The terms defined in the applicable
provisions of law shall have the meanings
so assigned to them.

(b) The term "manufacturer" includes
"producer" and "importer." (See also
§ 316.4)

(c) The term "exporter" means the
person named as shipper or consignor
in the export bill of lading.

(d) The term "exportation" means the
severance of an article from the mass of
things belonging within the United
States with the intention of uniting it
with the mass of things belonging within
some foreign country or within a pos-
session of the United States.

(e) The term "possession of the United
States" includes the Philippine Islands,
the Panama Canal Zone, the Virgin Is-
lands, Guam, Puerto Rico, American
Samoa, Wake, Palmyra, and the Midway
Islands.

(f) The term "sale" means an agree-
ment whereby the seller transfers the
property (that is, the title or the sub-
stantial incidents of ownership) in goods
to the buyer for a consideration called
the price, which may consist of money,
services, or other things.

(g) The term "taxable article" means
any article taxable under Chapter 29,
Subchapter A, of the Internal Revenue
Code.

(h) The term "vendor" includes a
lessor.

(I) The term "purchaser" includes a
lessee.

§ 316,2 Effective period. (a) Taxes on
the manufacturer's sale of tires and in-
ner tubes; automobile truck chassis and
bodies, other automobile chassis and
bodies and motorcycles, and parts and
accessories therefor; -radio components;
household type mechanical refrigerators
and components therefor; and firearms,
shells, and cartridges became effective
under Title IV of the Revenue Act of
1932, on June 21, 1932. The tax on the
vendor's sale of electrical energy became
effective under section 6 of the act of
June 16, 1933, (Public No. 73-73d Con-
gress), amending section 616 of the Rev-
enue Act of 1932, on September 1, 1933.
The tax on the manufacturer's sale of
tractors of the kind chiefly used for high-
way transportation in combination with
a trailer or semitrailer became effective
under Title IV of the Revenue Act of
1938, on July 1, 1938. The applicable
provisions of the Revenue Act of 1932, as
amended, were superseded as of March 1,
1939, by provisions of the Internal Rev-
enue Code. The Code provisions were
amended by subsequent acts, including
the Revenue Act of 1941.

(b) The change in the basis of the tax
on automobile bus chassis, bus bodies, bus
trailer and semitrailer chassis and bodies
therefor; the tax on the manufacturer's
sales of chassis and bodies for trailers

Page 97

§ 316.2



Title 26-Internal Revenue

and semitrailers suitable for use in con-
nection with passenger automobiles and
motorcycles; the taxes on the manufac-
turer's sale of complete radio receiving
sets; phonographs, phonograph rec-
ords; musical instruments; mechanical
refrigerators (other than household type
refrigerators, and components therefor)
including commercial refrigerators, cool-
ers, etc.; refrigerating apparatus; air-
conditioners, and components therefor;
and, the new manufacturers' excise taxes
on sales of sporting goods; luggage; elec-
tric, gas, and oil appliances; photo-
graphic apparatus; electric signs! busi-
ness and store machines; rubber articles;
washing machines; optical equipment;
and electric light bulbs and tubes, be-
came effective under Title V of the Rev-
enue Act of 1941, on October 1, 1941.

(c) Under the provisions of Title VI of
the Revenue Act of 1942, effective No-
vember 1, 1942, the taxes with respect to
sales of electric signs, rubber articles,
washing machines and optical equipment
are terminated, and certain changes are
made in the taxes with respect to sales
of refrigerators, etc., and photographic
apparatus.

(d) The provision of section 302 of the
Revenue Act of 1943, relating to the in-
crease in the rate of tax on electric light
bulbs and tubes; the provision of section
302 of the Revenue Act of 1943, affecting
section 3441 (c), I. R. C., which relates to
leases, conditional sales, existing con-
tracts, etc.; the amendment by section
304 of the Revenue Act of 1943 of sec-
tion 3406 (a) (2), I. R. C., suspending the
manufacturers' excise tax on luggage;
the amendment by section 306 of the
Revenue Act of 1943 of section 3400,
I. R. C., defining the term "rubber"; and
the amendment by section 311 of the
Revenue Act of 1943.of section 3406 (a)
(3), I. R. C., repealing the tax on house-
hold type electric vacuum cleaners, be-
come effective In each case on April 1,
1944. The amendments made by section
307 of the Revenue Act of 1943 relating
to the termination of the tax exemption
with respect to articles sold for the ex-
clusive use of the United States, become
effective as to certain articles on June 1,
1944, and as to other articles on the first
day of the first month which begins six
months or more after the date of the
termination of hostilities in the present
war.
[T. D. 5099, 6 F. R. 6129, as amended by T. D.
5189, 7 F. R. 10048, T. D. 5348, 9 F. R. 30041

§ 316.3 Liability for tax. (a) Each
manufacturer, producer, or Importer is
liable for tax on any sale, lease, or use of
a taxable article, whether such sale, lease,
or use is made directly or through an
agent, except as otherwise provided (see
Subpart C of this part and § 316.6).

(b) The amendment of section 3400,
I. R. C., by section 553 (a) of the Revenue
Act of 1941 clarifies existing language.
The term "lease" includes any renewal
or extension of a lease or any subsequent
lease of an article.

(c) The purpose of section 3453, 1. R.
C., added by section 553 (b) of the Rev-
enue Act of 1941, is to shift under certain
conditions the liability for a tax, or for
an increase In existing rate of tax, im-
posed by the Revenue Act of 1941, from
the manufacturer to the vendee. The
conditions under which such liability is
shifted are as follows, First, there must
be a bona fide contract made by the
manufacturer prior to October 1, 1941,
for the sale on or after such date of an
article with respect to which a manufac-
turers' excise tax Is imposed, or the rate
of an existing manufacturers' excise tax
is increased, by the Revenue Act of 1941;
second, the contract does not provide for
the addition of such tax or increase In
tax to the amount payable thereunder;
and, third, the contract does not ex-
pressly or by implication prohibit such
addition to the contract price. Where
these conditions are present, the vendee
becomes liable for the tax or additional
tax imposed by the Revenue Act of 1941.
In all other cases, the liability remains
upon the manufacturer and the full
amount of the tax is payable by him.

(d) A contract which provides that the
tax shall be paid by the vendor, or other-
wise negatives any addition to the con-
tract price, is regarded as prohibiting an
addition of the tax to such price.

(e) A vendee who is required to pay the
tax shall make payment thereof to the
vendor at the time the sale is consum-
mated, and the tax shall be returned and
paid to the collector by the vendor. (See
§ 316.200.) In case of failure or refusal
by the vendee to pay the tax to the
vendor, the vendor shall report the facts
to the Commissioner, for direct collec-
tion of the tax from the vendee.

(f) Under section 1652 (c), I. R. C.,
added by section 302 of the Revenue Act
of 1943, the increase in the existing rate
of tax with respect to electric light bulbs
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and tubes, may, under certain conditions
be shifted from the manufacturer to the
vendee. The conditions outlined above
with respect to the increase in rates
which became effective October 1, 1941,
are applicable to the increased rate of
tax on electrictlight bulbs and tubes ef-
fective April 1, 1944.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5099, 6 F. R. 6130, T. D. 5348, 9 F. R. 3004]

§ 316.4 Who is a manufacturer. (a)
The term "manufacturer" includes a per-
son who produces a taxable article from
scrap, salvage, or junk material, as well
as from new or raw material, (1) by proc-
essing, manipulating, or changing the
form of an article, or (2) by combining
or assembling two or more articles.

(b) Under certain- circumstances, as
where a person manufactures or pro-
duces a taxable article for a person who
furnishes materials and retains title
thereto, the person for whom the taxable
article is manufactured or produced, and
not the person who actually manufac-
tures or produces it, will be considered
the manufacturer.

(c) A manufacturer who sells a tax-
able article in a knockdown condition,
but complete as to all component parts,
is liable for the tax, and not the person
who buys, and assembles a taxable article
from, such component parts.

§ 316.5 When tax attaches. (a) In
general the tax attaches when the title
to the article sold passes from the man-
ufacturer to a purchaser.

(b) When title passes is dependent
upon the intention of the parties as gath-
ered from the contract of sale and the
attendant circumstances. In the absence
of expressed intention, the legal rules of
presumption followed in the jurisdiction
where the sale is made govern in deter-
mining when title passes. Generally,
title passes upon delivery of the article
to the purchaser or to a carrier for the
purchaser.

(c) In the case of a sale on credit, it is
immaterial whether or not the purchase
price is actually collected.

(d) Where a manufacturer consigns
articles to a dealer, retaining ownership
in them until they are disposed of by the
dealer, title does not pass and the tax
does not attach until sale by the dealer.
Likewise, where the relationship between
a manufacturer and a dealer is that of
principal and agent, title passes upon

sale by the dealer, and tax thereupon
attaches.

(e) In the case of a lease, an install-
ment sale, a conditional sale, or a chattel
mortgage arrangement, a proportionate
part of the tax attaches to each payment.
(See § 316.9.) In the case of use by the
manufacturer (see § 316.7) the tax at-
taches at the time the use begins.
[Regs. 46, 5 F. B. 142, as amended by T. D.
5189, 7 F. R. 10048]

§ 316.6 Sales of taxable articles by
a person other than the manufacturer
thereof. If the property (that is, the
title or the substantial incidents of own-
ership) in an article is transferred from
the manufacturer thereof, and, under the
law, no tax attaches to such transfer,
the subsequent sale, lease, or use of the
article by the transferee is subject to the
tax. The following examples are illus-
trative of this rule:

(a) If a manufacturer, producer, or
importer of any of the articles covered by
the regulations in this part dies, the sur-
viving spouse, child or children, executors
or administrators, or other legal repre-
sentatives, as the case may be, are liable
for the tax on all such articles sold by
them.

(b) A receiver or trustee in bankruptcy
of a manufacturer, who conducts or
liquidates a business under a court order,
is liable for tax on all taxable articles
sold by him, regardless of whether the
articles were manufactured or imported
before or after he took charge of the
business.

(c) An assignee for the benefit of cred-
itors of a manufacturer is liable for tax
with respect to all taxable articles sold
by him as such assignee.

(d) If one or more members of a part-
nership withdraw, and the business is
continued by the remaining partners, or
if new partners are admitted, the new
partnership so constituted will be liable
for tax on all taxable articles sold by it
regardless of when they were manufac-
tured or imported.

(e) A corporation which results from
a statutory consolidation, or a stock-
holder in a corporation who, after its dis-
solution, continues the business, is liable
for tax on all taxable articles sold.

§ 316.7 Tax on use by manufacturer,
producer, or importer. (a) If a person
manufactures, produces, or imports an
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article covered by the regulations in this
part, except a tire or inner tube, and
uses it for any purpose (other than as
material In the manufacture or produc-
tion of, or as a component. part of, an-
other article manufactured or produced
by him which will be taxable or sold free
of tax under the provisions of § 316.21
or § 316.22), he shall be liable for tax
with respect to the use of such article in
the same manner as if it were sold by
him.

(b) If a person manufactures, pro-
duces, or imports tires and/or inner
tubes, and sells them on or in connec-
tion with, or with the sale of, automo-
biles, taxable tractors, or motorcycles,
or if he uses them for any purpose what-
ever, he shall be liable for tax in such
cases as if such tires and inner tubes
were 'sold by him as separate articles.
The tax will be computed at the rates
prescribed by section 3400. (See
§§ 316.30-316.32, and § 316.54)

(c) The use by any person, in the op-
eration of a business in which he is
engaged, of any taxable article which
has been' manufactured, produced, or
imported by him or his agent, makes such
person liable to tax on such use. Except
in the case of tires and inner tubes the
tax will be computed on the basis of the
fair market price of the article. (See
§ 316.15) However, the tax on the use
of such taxable article will not attach
in cases where an individual incidentally
manufactures, produces, or imports for
his personal use or causes to be manu-
factured, produced, or imported for his
personal use any taxable article.

§ 316.8 Basis of tax on sales, generally.
(a) The tax is imposed on the sale by
the manufacturer of any of the articles
enumerated in the regulations in this
part. The provisions of law embody the
rules for determining the sale price,
which is the basis of the tax, except in
cases covered by section 3441 (b) (see
§ 316.15). In general, this should be-the
manufacturer's actual price at the point
of distribution or sale. In determining
the sale price, for tax purposes, there
shall be Included any charge incident to
placing the article in condition packed
ready for shipment. There shall be ex-
cluded (1) the amount of the tax,
whether or not billed as a separate item,
and (2) (subject to the provisions of
§ 316.12) transportation, delivery, insur-
ance, installation, or other charges (not
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required by the preceding sentence to
be included).

(b) Where articles are sold on credit,
the tax is to be returned and paid to the
collector of internal revenue during the
month succeeding that in which the sales
are made, even though the price may
not be paid to the manufacturer until
a later date.

§ 316.9 Basis of tax on leases, install-
ment sales, conditional sales, and sales
under chattel mortgage arrangements.
(a) Special provision is made in the law
for computing taxes due in the case of
leases of articles and installment and so-
called conditional sales. The t e r m
"lease" means a continuous right to the
possession or use of a particular article
for a period of time. It does not include
the use of an article merely as occasion
demands, but the contract must give the
lessee the right to possess or use the arti-
cle, without interruption, for a period
of time.

(b) Where articles are leased by the
manufacturer, or sold under an install-
ment-payment contract with title re-
served, or under a conditional-sale con-
tract with payments to be made in In-
stallments, a proportionate part of the
total tax shall be paid upon each pay-
ment made with respect to the article.
The tax must be returned and paid to the
collector during the month following that
in which such payment is made.

(c) In the case of articles with re-
spect to which the rate of tax is increased
by the Revenue Act of 1940 or by the
Revenue Act of 1941:

(1) The tax is payable at the rate in
force on June 30, 1940, upon all payments
where the lease, contract for sale,-or con-
ditional sale, and the delivery thereunder
were made before July 1, 1940;

(2) The tax is payable at the rate in
force on September 30, 1941, upon all
payments where the lease, contract for
sale, or conditional sale, and the delivery
thereunder were made after June 30,
1940, and before October 1, 1941.

(d) In the case of articles not subject
to tax on September 30, 1941, no tax is
payable upon payments made on and
after October 1, 1941, where the lease,
contract for sale, or conditional sale, and
the delivery thereunder were made be-
fore October 1, 1941.

(e) Where articles are sold by the
manufacturer on and after November 1,
1942, under a chattel mortgage arrange-
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ment, with payments to be made in in-
stallments, a proportionate part of the
total tax shall be paid upon each pay-
ment made with respect to the articles.
The tax must be returned and paid to the
collector during the month following that
in which such payment is made.

(f) In the case'of electric light bulbs
and tubes with respect to which the rate
of tax is increased by the Revenue Act of
1943, if the lease, contract of sale, condi-
tional sale, or chattel mortgage was
made, delivery thereunder was made, and
a part of the consideration was paid, be-
fore April 1, 1944, the total tax is payable
at the rate in force on March 31, 1944.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5099, 6 F. R. 6130, T. D. 5189, 7 F. R. 10048,
T. D. 5348, 9 F. R. 3004]

§ 316.10 Charges for coverings, con-
tainers, etc., generally. Any charges for
coverings, containers, etc., incident to
placing an article in condition packed
ready for shipment shall be included as
a part of the sale price for the purpose of
computing the tax. Therefore, the
amount paid for the article and its cov-
ering or container is the basis for com-
puting the tax even though a separate
charge for such covering or container is
billed on the invoice. If there is an
agreement that the manufacturer will
refund to the purchaser a specified
amount upon return of the covering or
container, the tax nevertheless attaches
to the whole price, including the amount
agreed upon to be refunded. However,
when such coverings or containers are
returned by the purchaser, and the man-
ufacturer actually refunds the amount
agreed upon, the manufacturer may file
a claim for refund on Form 843, or take
credit on any subsequent monthly return
for that portion of the tax paid on the
part of the price actually refunded to
the purchaser. (See § 316.204)

§ 316.11 Exclusion of tax. (a) The
tax imposed on the sale of an article is
not part of the taxable price of the arti-
ticle. Therefore, if a manufacturer com-
putes the tax upon his sale price exclu-
sive of the tax, and charges the tax on
such sale price as a separate item, no tax
will be due on the tax so charged. Where
no separate charge is made as tax, it will
be presumed to be included in the price
charged for the article, and a proper
percentage of such price allocated to the
tax.

(b) If an article subject to tax at the
rate of 5 percent is sold for $100 and an
additional item of $5 is billed as tax, it
is clear that $100 is the taxable selling
price and $5 the amount of tax due there-
on. However, if the article is sold for
$100 with no separate billing or indica-
tion of the amount of the tax, it will be
presumed that the tax is included in the
$100, and computation will be necessary
to determine what portion of the total
amount represents the sale price of the
article and what pdrtion the tax. If the
tax on the article is 5 percent of the sale
price it is clear that the $100 includes a
basic sale price (100 percent) and the tax
thereon (5 percent). Consequently, in
order to determine the amount of the
tax, the $100 must be divided by 1.05,
resulting in a quotient of $95.24, which
is the sale price of the article. If the
$95.24 is either subtracted from $100 or
multiplied by .05 (the rate of tax), the
correct tax will be ascertained-4.76.
The same method of computation may be
applied where a different tax rate is in-
volved, and the tax is included in the
sale price, the amount charged the cus-
tomer being divided by 1.00 plus the tax
rate, thus ascertaining the sale price of
the article and from that the tax thereon.

(c) The above method of computing
the tax is applicable only where the basis
for the tax is the actual sale price. If
the basis for the tax is the fair market
price as determined under the provisions
of section 3441 (b), the tax is computed
at 2 percent, 3 percent, 5 percent, or 10
percent, as the case may be, of such fair
market price without excluding any of
the items enumerated in section 3441 (a).
(See § 316.15)

§ 316.12 Exclusion of charges for
transportation, delivery, etc., generally.
(a) Charges for transportation, deliv-
ery, insurance, installation, and other
charges actually incurred in connection
with the delivery of an article to a pur-
chaser pursuant to a bona fide sale, are
to be excluded in computing the tax.

(b) No other additional charge may
be excluded in computing the tax unless
it can be shown by adequate records to
the satisfaction of the Commissioner
that such charge properly is not to be
included as a manufacturing or selling
expense, or Is in no way incidental to
placing the article in condition packed
ready for shipment.
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§ 316.13 Discounts and adjustments,
generally. (a) Readjustments in sale
price (such as-allowable discounts, re-
bates, bonuses, etc.) can not be antici-
pated. The tax must be based upon the
original price unless the readjustments
have actually been made prior to the
close of the month in which the tax
upon the sale is returned. However, if
the price upon which the tax was com-
puted is subsequently readjusted, a
proper credit may be taken against the
tax due on a subsequent return, or an
appropriate claim for refund may be
filed. (See § 316.204)

(b) Where articles are sold over a
period of time under an agreement for
a quantity rebate, or an agreement for
a so-called wholesale bonus, and an ad-
justment in price is actually allowed in
accordance with such agreement, the
tax may be adjusted in the return for
the month in which the price is finally
determined, or a claim for refund may
be filed. (See § 316.204)

(c) Where articles are sold under an
agreement which provides for a rebate
in the case of a price reduction appli-
cable to articles remaining unsold in the
hands of a dealer, and a rebate is made
in accordance with such agreement, a
corresponding adjustment of tax paid
may be effected through a credit or claim
for refund. (See § 316.204)

(d) Commissions to agents, or allow-
ances, payments, or adjustments made
to persons other than the manufactur-
er's vendee are not deductible from the
sale price under any conditions for pur-
poses of computing the tax.

§ 316.14 Exchanges, etc. (a) Where
articles sold are returned to the manu-
facturer by his vendee and the original
sale is entirely rescinded by refunding
the entire amount paid, including tax, to
the vendee, no tax is payable on the
transaction and, if paid, the tax may
be credited or refunded. (See § 316.204)
Where taxable articles sold are returned
to the manufacturer by his vendee and
only a part of the original sale price is
refunded or credited to his vendee, the
manufacturer is entitled to a tax credit
computed on the portion of the sale
price he refunds or credits to his vendee.

(b) If an article is sold under a guar-
anty as to its quality or service and is
thereafter returned and a rebate made
pursuant to the guaranty, the manufac-
turer may claim credit or refund of such

portion of the tax originally paid in
respect of the article as is proportinate
to the part of the price refunded to his
vendee.

(c) Where any taxable article is re-
turned to the manufacturer thereof by
his vendee for adjustment, replacement,
or exchange, under a guaranty as to
quality or service, and a new article
given pursuant to the guaranty, free, or
at a reduced price, the tax shall be com-
puted on the actual amount, if any, to
be paid to the manufacturer for the new
article.

§ 316.15 Fair market price in case of
retail sales, consignments, etc., generally.
(a) The law provides a special basis of
tax computation where sales are at less
than the fair market price and not at
arm's length. The fair market price is
the price for which articles are sold by
manufacturers at the place of distribu-
tion or sale in the ordinary course of
trade and in the absence of special ar-
rangements. A sale is not at arm's
length when made pursuant to special
arrangements between a manufacturer
and a purchaser (as in the case of inter-
company transactions). When a sale
is not at arm's length and the price
is less than the fair market price (as
in the case of intercompany transac-
tions at cost or at a fictitious price), the
tax is to be computed upon a fair mar-
ket price to be computed by the Com-
missioner. No deduction from the fair
market price as determined by the Com-
missioner is permissible.

(b) Where a manufacturer sells ar-
ticles at retail, the tax on his retail sales
ordinarily will be computed upon a price
for which similar articles are sold by him
at wholesale. However, in such cases it
must be shown" that the manufacturer
has an established bona fide practice of
selling the same articles in substantial
quantities at wholesale. If he has no
such sales at wholesale, a fair market
price will be determined by the
Commissioner.

(c) If a manufacturer sells regularly
at wholesale at several varying but bona
fide rates of discount, ordinarily his
average selling price for the smallest
wholesale lots will be the basis of tax
with respect to retail sales. All sales at
wholesale are subject to tax on the basis
of the actual sale price of each article so
sold.
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(d) If a manufacturer delivers articles
to a dealer on consignment, retaining
ownership in them until disposed of by
the dealer, the manufacturer must pay
a tax on the basis of the fair market
price, which will ordinarily be the net
price received from the dealer.

SUBPART B-GENERAL EXEMPTIONS
SOURCE: §§ 316.20 to 316.29a contained in

Regulations 46, 5 F. R. 142, except as noted
following sections affected.

§ 316.20 Tax-free sales and registra-
tion. (a) No tax is imposed on the sale
of any article, except a tire or inner tube,
when sold:

(1) For use by the vendee as material
In the manufacture or production of, or
as a component part of, a taxable
article;

(2) For resale by the vendee for such
use by his vendee if such article is in
due course so resold.

(b) No taxable article may be sold tax
free under paragraph (1) or (2) of sec-
tion 3442, unless the vendor and the
vendee have each registered with the
collector of internal revenue for the dis-
trict in which is located his principal
place of business (or if he has no prin-
cipal place of business in the United
States, with the collector of internal
revenue at Baltimore, Md.), and unless
the exemption certificate prescribed in
this subpart shows the registration num-
ber of the vendee.

(c) Every person qualifying as a man-
ufacturer of articles taxable under
chapter 29, subchapter A, of the Inter-
nal Revenue Code (except manufacturers
of tires or inner tubes), or as a vendee
with an established place of business re-
selling direct to manufacturers of tax-
able articles, will be granted a registra-
tion certificate on Form 637, upon
application to the collector for his dis-
trict.

(d) A person making application to a
collector of internal revenue for a regis-
tration number as a vendee for resale
must attach to such application a state-
ment showing In detail the nature of his
business, and the articles handled by him
and the type of business conducted by
the manufacturers to whom the articles
purchased tax free will be resold.

(e) Collectors of internal revenue
shall issue certificates of registry and as-

sign registration numbers to all manu-
facturers located in their districts (ex-
cept manufacturers of tires or inner
tubes) whose applications are approved.

(f) Jobbers or dealers who are not
manufacturing or producing taxable ar-
ticles or selling taxable articles direct to
manufacturers for use as material in the
manufacture or production or as com-
ponent parts of taxable articles are not
entitled to purchase tax free under para-
graph (1) or (2) of section 3442 and will
not be granted registration certificates.

(g) The Commissioner is authorized
to cancel the registration certificate and
to deny the right to sell or purchase ar-
ticles tax free in any case where he is
satisfied that the registrant is not a
bona fide manufacturer of taxable ar-
ticles, or a vendee reselling direct to
manufacturers of such articles, or where
tax-free sales are being made for pur-
poses not warranted by the law and the
regulations in this part.

§ 316.21 Articles sold to manufac-
turers. (a) To establish the right to ex-
emption with respect to an article (other
than a tire or inner tube) sold for use
by the purchaser as material in the
manufacture or production of, or as a
component part of, a taxable article, the
manufacturer must obtain from his
vendee, prior to or at the time of sale,
and retain in his possession, a certificate
as outlined in this section, showing that
the vendee is a manufacturer of taxable
articles and that the article purchased is
to be used by him as material in the
manufacture or production of another
taxable article or as a component part
of such an article.

(b) A manufacturer who purchases an
article under an exemption certificate
for use in the manufacture or produc-
tion of a taxable article shall be con-
sidered the manufacturer of the article
so purchased, and is liable for tax on his
use or resale of the article unless the
exempt character of the use or resale is
established.

(c) It is to be noted that sales of tires
and inner tubes may not be made tax
free for use as material in the manu-
facture of, or as a component part of,
any article.

(d) Following is the form of exemp-
tion certificate which will be acceptable
for purposes of this section and which
must be adhered to in substance:
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EXEMPTION CERTIFICATE

(Purchases for further manufacture under
section 3442 (1) of the Internal Revenue
Code.)

------------------- , l9.
(Date.)

The undersigned hereby certifies that he
is a manufacturer or producer of articles tax-
able under Chapter 29, Subchapter A, of the
Internal Revenue Code, and holds certificate
of registry No .-.... issued by the collector
of internal revenue at --------------- , and
that the article or articles specified in the
accompanying order will be used by him as
material in the manufacture or production
of, or as a component part of, an article or
articles enumerated in such Subchapter A, to
be manufactured or produced by him.

It is understood that for all the purposes
of such Subchapter A the undersigned will
be considered the manufacturer or producer
of the articles purchased hereunder, and (ex-
cept as specifically provided by law) must
pay tax on resale or use, otherwise than as
specified above, of the articles purchased
hereunder. It is further understood that the
fraudulent use of this certificate to secure
exemption will subject the undersigned and
all guilty parties to revocation of the privi-
lege of purchasing tax free and to a fine of
not more than $10,000, or to imprisonment
for not more than five years, or both, together
with costs of prosecution.

(Name.)

(Address.)

(e) If it is impracticable to furnish a
separate exemption certificate for each
order, a certificate covering all orders be-
tween given dates (such period not to
exceed a month) will be acceptable.

§ 316.22 Articles sold for resale to
manufacturers. (a) To establish the
right to exemption from tax with re-
spect to an article sold by the manufac-
turer to any person (either a dealer or
another manufacturer) for resale with-
out change in form direct to a manu-
facturer for use by him as material in
the manufacture or production of a tax-
able article or as a component part
thereof, it is necessary that:

(1) Both the manufacturer and the
vendee (referred to in this section as the
"dealer") be registered with the col-
lectors of internal revenue for their re-
spective districts in accordance with the
provisions of § 316.20,

(2) The manufacturer obtain from the
dealer prior to or at the time of sale, and
retain in his possession, a certificate as
outlined in this section, showing that the
dealer is engaged in the business of sell-

Ing direct to manufacturers of taxable
articles and that the article is to be re-
sold by him only for use by his vendee as
material in the manufacture or produc-
tion of a taxable article or as a compo-
nent part thereof, and

(3) The manufacturer obtain from the
dealer proof that the article has been so
resold by the dealer.

(b) Such proof shall be either (1) a
certificate obtained by the dealer from
his vendee showing that such vendee
purchased the article for use in the man-
ufacture or production of a taxable ar-
ticle and not for resale, or (2) a state-
ment by the dealer that he has obtained
from his vendee, and has in his posses-
sion, such a certificate. The certificate
required by paragraph (a) (2) of this
section suspends liability for the pay-
ment of the tax by the manufacturer
on the sale of such article for a period of
not more than 2 months from the date
when title passes or the date of ship-
ment, whichever is prior.

(c) If within 2 months the manufac-
turer has not received the proof required
by paragraph (a) (3) of this section,
then the temporary suspension of lia-
bility for the payment of the tax ceases
and the manufacturer shall include the
tax on the sale of such article in his re-
turn for the month in which such
2-month period expires. If such proof
later becomes available, a claim for re-
fund of tax paid may be filed, or a credit
taken upon a subsequent return, but
such action must be taken within the
4-year period of limitation prescribed by
section 3313.

(d) The exemption applies only where
there is not more than one intervening
sale between the manufacturer of the
article and the manufacturer purchasing
it for further manufacture.

(e) Following Is the form of exemption
certificate which will be acceptable for
purposes of this section and which must
be adhered to in substance:

EXEMPTIN CERTIFICATE

(Purchases for resale under section 3442 (2)
of the Internal Revenue Code)

(Date.)
The undersigned hereby certifies that he

is engaged in the business of selling direct
to manufacturers or producers of articles
taxable under Chapter 29, Subchapter A, of
the Internal Revenue Code, and holds cer-
tificate of registry No .-.... issued by the
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collector of internal revenue at----------
and that the article or articles specified in
the accompanying order will be resold by
him only for use by his vendee as material
in the manufacture or production of, or as
a component part of, an article or articles
enumerated in such Subchapter A.

It is understood that the fraudulent use
of this certificate to secure exemption will
subject the undersigned and all guilty par-
ties to cancellation of the privilege of pur-
chasing tax free and to a fine of not more
than $10,000, or to imprisonment for not
more than five years, or both, together with
costs of prosecution.

(Name.)

(Address.)

(f) If it is impracticable to furnish a
separate exemption certificate for each
order, a certificate covering all orders
between given dates (such period not to
exceed a month) will be acceptable.

(g) Where articles are sold direct or
for resale direct for use as material in
the manufacture or production of, or as
a component part of a taxable article, it
will be necessary that the invoices Issued
covering the sale of the articles indicate
whether they are sold tax paid or tax
free under exemption certificates.
[Regs. 46, 5 F. R. 142, as amended by T. D.

5675, 13 F. R. 7302]

§ 316.23 Proof of right to exemption.
(a) Where a manufacturer or a vendee
makes a sale under exemption certificate,
he must use reasonable diligence to sat-
isfy himself that the use of the certificate
is warranted by the law and regulations.
If the original vendor has knowledge at
the time of his sale that the article sold
by him is not intended for use or resale
by such vendee as specified in the certifi-
cate given by the vendee, the original
vendor is liable for the tax and is not
relieved of liability by the exemption cer-
tificate.. Where any person attempts to
defeat the tax imposed on the sale of
articles covered by the regulations in this
part by fraudulently giving an exemption
certificate, he is liable for the penalties
imposed by law. (See § 316.205)

(b) Proper records, with the support-
ing orders, invoices, certificates, and
statements required by this part, must
be maintained with respect to exempt
sales as provided in § 316.202. If such
evidence cannot be produced on demand
of any internal-revenue officer, tax will
be assessed. If any such documents are
false or fraudulent, the guilty parties are

liable to the penalties provided by law.
(See § 316.205)
[Regs. 46, 5 F. R. 142, as amended by T. D.
5675, 13 F. R. 7302]

§ 316.24 Sales to States or political
subdivisions thereof and to the United
States. (a) Under the provisions of sec-
tion 3442 (3), I. R. C., prior to the amend-
ment thereof by section 307 (a) (5) of the
Revenue Act of 1943, no tax attaches to
articles sold by the manufacturer direct
to the United States, any State, Territory
of the United States, or any political sub-
division of the foregoing, or the District
of Columbia, for its exclusive use, pro-
vided the exempt character of the sale is
established as required by the regulations
in this part.

(b) By virtue of the provisions of sec-
tion 307 (a) (5) and (b) (1) of the Rev-
enue Act of 1943 as they affect section
3442 (3), all taxable articles (except fire-
arms, shells, and cartridges, with respect
to which see § 316.81, and except articles
subject to the tax imposed under section
3404, I. R. C.), sold on or after June 1,
1944, by the manufacturer to the United
States for its exclusive use are subject to
tax except articles sold pursuant to a con-
tract entered into prior to June 1, 1944,
or to any agreement or change order
supplemental to such contract bearing
the same Government contract number.

(c) By virtue of the provisions of sec-
tion 307 (a) (5) and (b) (2) of the Rev-
enue Act of 1943 as they affect section
3442 (3), the exemption with respect to
sales of articles subject to the tax im-
posed under section 3404, to the United
States for its exclusive use, is inapplica-
ble on and after the first day of the first
month which begins six months or more
after the date of the termination of hos-
tilities in the present war.

(d) No sale may be made tax free by
the manufacturer to a dealer for resale to
the United States, any State, Territory of
the United States, or any political sub-
division of the foregoing, or the District
of Columbia, even though it is known at
the time of sale that the article will be so
resold. However, where any dealer re-
sells a tax-paid article to any, of the gov-
ernmental units named above, for its ex-
clusive use, the manufacturer who paid
the tax to the United States on his sale
of the article may in certain cases secure
a refund or credit as provided in
§ 316.204.
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(e) To establish the right to exemp-
tion from tax where the sale of an article
is made by the manufacturer direct to
the United States, any State, Territory of
the United States, or any political sub-
division of the foregoing, or the District
of Columbia, for its exclusive use, it is
necessary that (1) the manufacturer
have definite knowledge prior to or at
the time of sale, that the article is pur-
chased for such use, and (2) he obtain
from an authorized officer of the United
States, the State, Territory of the United
States, political subdivision, or District
of Columbia, as the case may be, and re-
tain in his possession a properly exe-
cuted exemption certificate in the form
prescribed by this section.

(f) Where the certificate is obtained
subsequent to the sale but prior to the
time the manufacturer is required to file
a return covering taxes due for the
month during which the sale was made
he should include the tax on such sale in
his return for that month, in the item
"Total tax due," but may deduct an
amount equivalent to the tax applicable
to such sale and pay the net tax result-
ing, making appropriate explanation
either on the face of the return or on a
rider attached thereto. If the certificate
is not so obtained, the manufacturer
must Include the tax on such sale in his
return for the month in which the sale
was made. However, if the certificate is
later obtained a claim for refund of tax
paid may be filed on Form 843, or a credit
taken upon a subsequent return, but such
action must be taken within the 4-year
period of limitation prescribed by sec-
tion 3313, I. R. C.

(g) The certificate required by this
section must include an agreement that if
the articles covered thereby are used
otherwise than for the exclusive use of
the United States, the State, Territory,
political subdivision, or the District of
Columbia, as the case may be, or if any of
such articles are resold to employees or
others, a responsible officer of the United
States, State, Territory, or political sub-
division, or the District of Columbia, as
the case may be, will report such fact to
the manufacturer. The tax applicable
to the sale of such articles shall be in-
cluded by the manufacturer in his return
for the month during which such report
is received by him.

(h) The certificate required by this
section shall be in substantially the fol-
lowing form:

EXEMPTION CERTIFICATE

(For use by United States, States, Territories,
or political subdivisions thereof, or the Dis-
trict of Columbia.)

--------------------- 1 9 -. ...

(Date.)
The undersigned hereby certifies that he

is ---------------------------------- of
(Title of officer.)

(United States, State, Territory, or political
subdivision, or District of Columbia.)

and that he is authorized to execute this
certificate and that the article or articles
specified in the accompanying order or on
the reverse side hereof, are purchased from

-- 
- for the exclusive use

(Name of company.)
of ----------------- of...............

(Governmental unit.)

(United States, State, Territory, or political
subdivision, or District of Columbia.)
It is understood that the exemption from

tax in the case of sales or articles under this
exemption certificate to the United States,
States, etc., is limited to the sale of articles
purchased for their exclusive use, and it is
agreed that if articles purchased tax free
under this exemption certificate are used
otherwise or are sold to employees or others,
such fact will be reported by me to the man-
ufacturer of the article or articles covered by
this certificate. It is also understood that
the fraudulent use of this certificate to se-
cure exemption will subject the undersigned
and all guilty parties to a fine or not more
than $10,000, or to imprisonment for not
more than five years, or both, together with
costs of prosecution.

-(Signature).
(Title of officer.)

(i) If it is impracticable to furnish a
separate certificate for each order or con-
tract, a certificate covering all orders be-
tween given dates (such period not to
exceed a month) will be acceptable.
Such certificates and proper records of
invoices, orders, etc., relative to tax-free
sales must be retained as provided in
§ 316.202. If, upon inspection, it is dis-
covered that a manufacturer's records
with respect to any sale claimed to be
tax free do not contain a proper certifi-
cate, as outlined above, with supporting
invoices and such other evidence as may
be necessary to establish the exempt
character of the sale, tax shall be payable
by the manufacturer on such sale.

(j) The articles covered by the exemp-
tion certificate must be fully identified as
to nature, quantity, and date of sale.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5348, 9 F. R. 30041
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§ 316.25 Sales for export. (a) To ex-
empt from tax a sale for export it is
necessary that two conditions be met;
namely, (1) that the article be identi-
fied as having been sold by the manu-
facturer for export and (2) that it be
exported in due course.

(b) An article will be regarded as hav-
ing been sold by the manufacturer for
export if the manufacturer has in his
possession at the time title passes or at
the time of shipment (whichever is
prior), (1) a written order or contract
of sale showing that the manufacturer
is to ship the article to a foreign desti-
nation; or (2) where delivery by the
manufacturer is to be made within the
United States, a statement from the pur-
chaser' showing i) that the article is
purchased to fill existing or future orders
for delivery to a foreign destination; or
that the article is purchased for resale
to another person engaged in the busi-
ness of exporting who will export the
article, and (ii) that such article will be
transported to its foreign destination in
due course prior to use or further manu-
facturer and prior to any resale except
for export.

(c) The written order or contract of
sale or the statement referred to in para-
graph (b) (1) and (2) of this section
suspends liability for the payment of
the tax by the manufacturer on such
sales for export for a period of 6 months
from the date when title passes or the
date of shipment, whichever is prior., If
within such period the manufacturer
has not received and attached to the
order or contract, or statement, proper
'proof of exportation" (see § 316.26),
then the temporary suspension of the
liability for the payment of the tax
ceases and the manufacturer shall in-
clude the tax on the sale of such article
in his return for the month in which such
6-month period expires.

(d) The exemption provided in this
section is limited to sales by the manu-
facturer for export and is not applicable
in cases where sales of taxable articles
are made from a dealer's stock for export
even though actually exported.
[Regs. 46, 5 F. R. 142 as amended by T. D.
5675, 13 F. R. 7302]

NOTE: Treasury Decision 5536, Sept. 10,
1946, 11 F. R. 10282, provides in part as fol-
lows: On and after October 1, 1946, the pro-
cedure outlined in §§ 316.25 and 316.26 shall
be followed with respect to sales by manu-
factures and producers of the articles enu-
merated in chapters 25 and 29 of the Inter-

nal Revenue Code, when such articles are
sold to foreign governments for export.

§ 316.26 Proof of exportation. (a)
Exportation may be evidenced by (1) a
copy of the export bill of lading issued
by the delivering carrier, or (2) a cer-
tificate by the agent or representative of
the export carrier showing actual ex-
portation of the article, or (3) a certifi-
cate of landing signed by a customs officer
of the foreign country to which the ar-
ticle is exported, or (4) where such for-
eign country has no customs administra-
tion, a statement of the foreign consignee
showing receipt of the article.

(b) In any case where the manufac-
turer is not the exporter, such manufac-
turer must have in his possession a state-
ment from the person to whom he sold
the article stating that the article was in
fact exported in due course by him or
was sold to another person who in due
course exported the article. This state-
ment must state what evidence is avail-
able to show that the article was in fact
exported in due course prior to use or fur-
ther manufacture and prior to resale in
the United States other than for export.
Such evidence must be that described in
paragraph (a) of this section, and the
statement must show where such evi-
dence is readily available for inspection
by Government officers.

(c) In all cases the sales records to-
gether with the evidence of exportation
must be preserved by the manufacturer
for a period of at least 4 years from the
last day of the month following the sale,
and must be readily accessible for inspec-
tion by internal-revenue officers.

(d) In any case where the manufac-
turer does not have in his possession
within the 6-month period, proof of ex-
portation as outlined herein, the manu-
facturer must pay the tax involved. If
proof of exportation later becomes avail-
able, a claim for refund of any tax paid
may be filed on Form 843, or a credit may
be taken upon any subsequent monthly
return, but such action must be taken
within the 4-year period of limitation
prescribed by section 3313.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5675, 13 F. R. 73021

NOTE: See note to § 316.25.

§ 316.27 Shipments to possessions of
the United States. (a) The same provi-
sions as relate to sales for export and
proof of exportation will apply to sales
for shipment to a possession of the
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United States if the articles are in due
course so shipped. (See §§ 316.1, 316.25,
and 316.26.)

(b) This exemption does not apply
with respect to sales of articles for ship-
ment to the Territories of Alaska and
Hawaii for the reason that these Terri-
tories are by a statutory definition in-
cluded in the term "United States." (See
section 3797 (a) (9).)

§ 316.28 Exemption of certain supplies
for certain vessels. (a) No tax attaches
to the sale by the manufacturer of an
article covered by the regulations in this
part where such article is sold by the
manufacturer direct for use as fuel sup-
plies, ships' stores, sea stores, or legiti-
mate equipment on (1) vessels of war of
the United States or of any foreign na-
tion, (2) vessels employed in the fisheries
or In the whaling business, (3) vessels
actually engaged in foreign trade, (4)
vessels actually engaged in trade between
the Atlantic and Pacific ports of the
United States, or (5) vessels actually en-
gaged in trade between the United States
and any of its possessions.

(b) The terms "fuel supplies," "ship's
stores," "legitimate equipment" include
all articles, materials, supplies, and
equipment necessary for the navigation,
propulsion, and upkeep of vessels.

(c) The term "sea stores" includes any
article purchased for use or consumption
by the passengers or crew, or both, of
a vessel upon its voyage.

(d) The term "vessel" Includes (1)
every description of watercraft or other
contrivance used, or capable of being
used, as a means of transportation on
water, (2) civil aircraft registered in the
United States and employed in foreign
trade or in trade between the United
States and any of its possessions, and
(3) civil aircraft registered in a foreign
country and employed in foreign trade
or In trade between the United States and
any of Its possessions.

(e) The term "vessels of war of the
United States or of any foreign nation"
Includes (1) every description of water-
craft or other contrivance used, or capa-
ble of being used, as a means of trans-
portation on water and constituting a
part of the armed forces of the United
States or of a foreign nation and (2) air-
craft owned by the United States or by
any foreign nation and constituting a
part of the armed forces thereof.
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(f) The term "trade" includes the
transportation of persons or property for
hire and the making of the necessary
preparations for such transportation.

(g) No sale may be made tax free to
a dealer for resale for use as fuel sup-
plies, ships' stores, sea stores, or legiti-
mate equipment for the vessels enumer-
ated, even though it is known at the time
of sale that the article will be so resold.
However, where any dealer resells a tax-
paid article for such use. the manufac-
turer who paid the tax to the United
States on his sale of the article may se-
cure a refund or credit in accordance
with the provisions of § 316.204.

(h) Tax-free sales under this section
must be restricted to such of the articles
covered by the regulations in this part as
normally form a part of the supplies,
stores, or equipment of the vessels enu-
merated. The exemption does not apply
to articles which are for resale to pas-
sengers or members of the crew for con-
sumption or use otherwise than during
the voyage of a vessel, or to articles which
are to be transported for the use of oth-
ers, or to those which are to be used in
any manner other than as specified in
this section. Articles may not be sold by
the manufacturer tax free direct to pas-
sengers or crew but only to the owner,
officer, or charterer, or authorized agent
of the vessel.

(I) The exemption from tax provided
for under this section is not applicable to
vessels engaged in trade between domes-
tic ports on the Pacific Ocean, or between
domestic ports on the Atlantic Ocean and
Gulf of Mexico, or engaged In trade on
the inland waterways of the United
States. If a vessel is actually engaged in
a voyage from a port in the United States
to a foreign port or to a port in one of
the possessions of the United States, or
between Atlantic and Pacific ports of the
United States, the exemption from the
tax is not destroyed because the vessel
stops at an intermediate port of call in
the United States as a part of that voy-
age to the ultimate destination.

(j) The exemption with respect to civil
aircraft is more limited than the exemp-
tion with respect to other vessels in that
it extends only to civil aircraft employed
in foreign trade, or in trade between the
United States and any of its possessions.
Although section 3451 exempts sales of
articles for use as fuel supplies, etc., on
watercraft engaged in trade between the
Atlantic and the Pacific ports of the
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United States, it does not exempt sales of
articles for use as fuel supplies, etc., on
civil aircraft engaged in trade between
such ports. In the case of civil aircraft
registered in a foreign country, the ex-
emption is further limited in that the
privilege of exemption may be granted
only so long as such foreign country al-
lows a substantially reciprocal exemption
with respect to civil aircraft registered in
the United States. If a foreign country
discontinues the allowance of such sub-
stantially reciprocal exemption, the ex-
emption allowed by the United States will
not apply after the Secretary of the
Treasury is notified by the Secretary of
Commerce of the discontinuance of the
exemption allowed by the foreign
country.

- (k) The exemption provided in the case
of articles sold for the prescribed use on
vessels employed in the fisheries or in the
whaling business is limited to articles
sold by the manufacturer for such use
on vessels while employed, and to the
extent employed, exclusively in the fish-
eries or in the whaling business.

(1) To establish the right to exemption
from the tax on the sale of an article by
the manufacturer direct for use as fuel
supplies, etc., on the vessels enumerated
above, it is necessary that (1) the manu-
facturer have definite knowledge prior to
or at the time of sale that the article was
purchased for such use, and (2) he ob-
tain from the owner, officer, charterer,
or authorized agent of the vessel and re-
tain in his possession a properly exe-
cuted exemption certificate in the form
prescribed by this section. If articles are
sold tax free for use on civil aircraft em-
ployed in foreign trade or in trade be-
tween the United States and any of its
possessions, the exemption certificate
must show the name of the country in
which the aircraft is registered.
* (m) Where the certificate is obtained
subsequent to the sale but prior to the
time the manufacturer is required to file
a return covering taxes due for the month
during which the sale was made, he
should include the tax on such sale in
his return for that month,, in the item
"Total tax due," but may deduct an
amount equivalent to the tax applicable
to such sale and pay the net tax result-
ing, -making appropriate explanation
either on the face of the return or on
a rider attached thereto. If the cer-
tificate is not so obtained, the manu-
facturer must include the tax on such

sale in his return for the month in which
the sale was made. However, if the cer-
tificate is later obtained a claim for re-
fund of tax paid may be filed on Form
843, or a credit taken upon a subsequent
return, but such action must be taken
within the 4-year period of limitation
prescribed by section 3313, I. R. C.

(n) The certificate required by this sec-
tion must include an agreement that if
the articles covered thereby are disposed
of, or used, otherwise than as fuel sup-
plies, ships' stores, sea stores, or legiti-
mate equipment on the vessels enumer-
ated, the person who signed the certifi-
cate will report such fact to the manu-
facturer. The tax applicable to the sale
of such articles shall be included by
the manufacturer in his return for the
month during which such report is re-
ceived by him.

(o) The following form of exemption
certificate will be acceptable for the pur-
poses of this section and must be ad-
hered to in substance:

ExEMPTIoN CETIPICATE

(For use by purchasers of articles for use
as fuel supplies, ships' stores, sea stores, or
legitimate equipment on certain vessels (sec-
tion 3451 of the Internal Revenue Code).)

(Date.)
The undersigned purchaser hereby certi-

fies that he is the ------------------------
(Owner, officer, charterer,

----------- of------------
or an authorized agent) (Name of corn-

-............ and that the article or
pany and vessel.)
articles specified in the accompanying order,
or as specified below or on the reverse side
hereof, will be used only for fuel supplies,
ships' stores, sea stores, or legitimate equip-
ment on a vessel belonging to one of the
following classes enumerated in section 3451
of the Internal Revenue Code:

(Check class to which vessel belongs.)

(1) Vessels engaged in foreign trade,
- (2) Vessels engaged in trade between

the Atlantic and Pacific ports of
the United States,

(3) Vessels engaged in trade between
the United States and any of its
possessions,

.. (4) Vessels employed in the fisheries or
whaling business,

(5) Vessels of war of the United States
or a foreign nation.

If the articles are purchased for use on
civil aircraft engaged in trade as specified
in (1) or (3) above, state the name of the
country in which the aircraft is registered.
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The undersigned understands that if the
article is used for any purpose other than
as stated In this certificate, or is resold or
otherwise disposed of, he must report such
fact to the manufacturer. It is understood
that this certificate may not be used in pur-
chasing articles tax free for use as fuel sup-
plies, etc., on pleasure vessels, or on any
type of aircraft except (a) civil aircraft em-
ployed In foreign trade or trade between the
United States and any of its possessions,
and otherwise entitled to exemption, and
(b) aircraft owned by the United States or
any foreign country and constituting a part
of the armed forces thereof. It is also un-
derstood that the fraudulent use of this
certificate to secure exemption will subject
the undersigned and all guilty parties to a
penalty equivalent to the amount of tax due
on the sale of the article and upon convic-
tion to a fine of not more than $10,000,
or to imprisonment for not more than 5
years, or both, together with costs of prose-
cution. The undersigned also understands
that he must be prepared to establish by
satisfactoiy evidence the purpose for which
the article was used. -

(Name.)

(Address.)

(p) If it is Impracticable to furnish a
separate certificate for each order or con-
tract, a certificate covering all orders
between given dates (such period not to
exceed a month) will be acceptable.
Such certificates and proper records of
invoices, orders, etc., relative to tax-free
sales must be retained as provided in
§ 316.202. If, upon inspection, it Is dis-
covered that a manufacturer's records
with respect to any sale claimed to be
tax free do not include a proper certifi-
cate, as outlined above, with supporting
invoices and such other evidence as may
be 'necessary to establish the exempt
character of the sale, tax shall be pay-
able by the manufacturer on such sale.

(q) The articles covered by the exemp-
tion certificate must be fully identified
as to nature, quantity, and date of sale.

§ 316.29 Exemption of certain supplies
for aircraft. (a) Articles sold for use on
foreign aircraft are, subject to certain
limitations, considered to be exported
and therefore subject to the same exemp-
tion as though exported. This exemption
is limited to articles sold for use as sup-
plies (including equipment) upon, or in
the maintenance or repair of, aircraft
registered in any foreign country and ac-
tually engaged in foreign trade or trade
between the United States and any of
its possessions. The exemption Is fur-

ther limited by the requirement that the
foreign country of registry must allow a
substantially reciprocal exemption in re-
spect to aircraft registered in the United
States.

(b) To exempt from tax a sale for use
as supplies (including equipment) upon,
or in the maintenance or repair of, air-
craft registered in any foreign country
(which allows substantially reciprocal
exemption) and actually engaged in for-
eign trade or trade between the United
States and any of its possessions, it is
necessary (1) that the article be iden-
tified as having been sold by the manu-
facturer for such use and (2) that it be
so used in.due course. An article will
be regarded as having been sold for use
as supplies upon, or in the maintenance
or repair of, such aircraft if the manu-
facturer has in his possession at the time
title passes or at the time of shipment
(whichever is prior) a statement from
the purchaser showing that the article is
purchased for such use.

(c) With respect to an article sold by
a manufacturer for resale for use on for-
eign aircraft, where it is desired to claim
exemption, there should be obtained from
the owner, officer, charterer, or author-
ized agent of the aircraft a written state-
ment showing that the article is actually
purchased for use as supplies upon, or
in the maintenance or repair of such
aircraft. Such statement must show the
name of the country in which the air-
craft is registered.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5675, 13 F. R. 73021

§ 316.29a Exemption of articles tax-
able as jewelry. The manufacturers' ex-
cise taxes imposed by section 3406 of the
Internal Revenue Code, as added by sec-
tion 551 of the Revenue Act of 1941, do
not apply with respect to any article the
sale of which at retail is subject to the
tax (relating to jewelry) imposed by sec-
tion 2400 of the Code, as added by section
552 of the Revenue Act of 1941.
[T. D. 5099, 6 F. R. 6130]

SUBPART C-TIRES AND INNER TUBES
§ 316.30 Scope of tax. (a) The tax is

imposed upon the sale or use by the
manufacturer of (1) tires made wholly
or in part of rubber and (2) inner tubes
(for tires) made wholly or in part of rub-
ber. The term "rubber" Includes syn-
thetic and substitute rubber.

(b) Tires which are constructed by in-
serting a wire into a length of rubber
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tiring so that the ends may be fastened
together are considered as being com-
pletely manufactured when the wire is
inserted. The person who produces tires
by so combining the wire and tiring is the
manufacturer of the tire and liable for
tax upon his sale or use thereof.

(c) The term "tires" includes rubber
casings, rubber hoops, and rubber strips
or bands, of all kinds, designed and
shaped or built to form the tread of of
to fit a vehicle wheel. Tires of either
the pneumatic or solid type which fit or
form the tread for the wheels of any
article which is capable of use as a means
of transporting a person or burden, are
taxable as tires. Examples of such ar-
ticles are a toy so constructed that it will
carry a child, wheel chairs, tea tables,
doll carriages, scooters, velocipedes, tri-
cycles, baby walkers, bassinets, industrial
trucks of either the push or motor-driven
type, boys' wagons, wheelbarrows, and
similar articles. However, tires attached
to imitations of such articles such as
miniature toys of cast iron, tin, wood, or
other materials, are not subject to tax.

(d) The term "inner tubes" includes
inner tubes or air containers of all types
made wholly or in part of rubber and
designed and manufactured for use in
,pneumatic tires.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5348, 9 F. R. 3004]

§ 316.31 Use by manufacturer. The
tax on use attaches when completely
manufactured tires made wholly or in
part of rubber are placed by the tire
manufacturer on a vehicle. (See
§ 316.7.)
[Regs. 46, 5 F. R. 1421

§ 316.32 Rate and computation of tax.
(a) The tax is payable by the manufac-
turer at the following rates: (1) tires, 5
cents a pound on total weight (exclusive
of metal rims or rim bases); and (2)
inner tubes (for tires), 9 cents a pound
on total weight.

(b) In the case of tires the tax is com-
puted on the total weight of the tire,
excluding metal rims or rim bases, but
including any wire, staples, darts, clips,
or other material or fastening device
which forms a part of the tire or is re-
quired for its use. The tax will be com-
puted upon the total weight of a tire or
tube, and fractional parts of a pound
must be included.

(c) Where tires are sold attached to
metal rims or rim bases, the manufac-

turer will be required to submit satis-
factory evidence showing what portion
of the total weight of the finished prod-
uct represents the tire and what portion
the metal rim or base.

(d) The tax on inner tubes shall be
computed upon the total weight, includ-
ing the air valve and stem or any other
mechanism attached thereto which may
be used for inflating the tube or main-
taining air pressure.
[Regs. 46, 5 F. R. 142 as amended by T. D.
5099, 6 F. R. 61301

SUBPART D-TOILET PREPARATIONS, ETC.

§ 316:40 Termination of tax. (a) The
tax imposed by section 3401, I. R. C., as
amended upon sales of toilet preparations
by the manufacturer does not apply to
sales made on and after October 1, 1941.

(b) See §§ 320.50-320.52 of this chap-
ter. relative to the tax on sales of toilet
preparations by retailers imposed by sec-
tion 2402 as added to the Code by section
552 of the Revenue Act of 1941, effective
as of October 1, 1941.
[T. D. 5099, 6 F. R. 61311

§ 316.42 Sale price. (a) Subject to
the qualifications and additional exclu-
sions specified in this section with re-
spect to sales made after June 29, 1939,
the sale price for purposes of the tax on
all sales -other than sales coming within-
the purview of section 3441 (b) of the
Internal Revenue Code shall be deter-
mined in accordance with the provisions
of section 3441 (a) of the Internal Reve-
nue Code and §§ 316.8-316.14.

(b), In determining the sale price for
purposes of the tax on sales made after
.June 29, 1939:

(1) Any charge for coverings and con-
tainers of whatever nature shall be in-
cluded in the price only if furnished by
the actual manufacturer of the article;

(2) Any charge incident to placing
the article in condition packed ready for
shipment shall be included in the price
only if performed by the actual manu-
facturer of the article; and

(3) The wholesaler's salesmen's com-
missions and costs and expenses of ad-
vertising and selling shall be excluded
from the price only if the amount there-
of is established to the satisfaction of
the Commissioner, in accordance with
-the regulations in this part. (See
§ 316.202.)
[Regs. 46, 5 F. R. 1421
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SUBPART E-AUTOMOBILES, ETC.

§ 316.50 Scope of tax. (a) The tax is
imposed on the sale by the manufac-
turer of (1) automobile truck chassis and
bodies, (2) other automobile chassis and
bodies, (3) tractors, and (4) motorcycles.

(b) Motor-driven machines designed
and adapted for use in pulling or draw-
ing vehicles around the premises of fac-
tories and railway stations, and small
trucks for handling baggage and trunks
at railway stations, as distinguished from
automotive vehicles, including tractors,
used on highways and roads, are not sub-
ject to tax.

(c) The sale of an automobile truck or
other automobile shall be treated for the
purpose of computing the tax, as the sale
of a chassis and a body. If the purchaser
of a tax-paid chassis attaches thereto a
bodF manufactured by him and sells the
completed vehicle, he is liable for tax on
the sale price of the body. However, if
the completed vehicle is sold for a lump
sum, the tax attaches to such lump sum,
unless the sale price of the body is stated
as a separate item on the invoice to the
customer, or unless such sale price can be
established by adequate records to the
satisfaction of the Commissioner. A like
rule applies where the manufacturer of a
chassis installs thereon a tax-paid body
and sells the completed vehicle.

(d) The tax does not apply with re-
spect to sales of bodies by the manufac-
turer thereof to manufacturers of auto-
mobile trucks or other automobiles as
provided In § 316.53. A chassis manufac-
turer who purchases a body tax free un-
der certificate, as provided in § 316.53, is
required to pay tax on his sale of the com-
pleted vehicle as the manufacturer of
both chassis and body.

(e) The tax applies to the sale of all
motorcycles. Side cars are considered
parts of motorcycles.

(f) Any parts or accessories for auto-
mobile truck chassis and bodies, other
automobile chassis and bodies, tractors,
and motorcycles, sold on or in connection
therewith, or with the sale thereof, are
taxable at the rate applicable to the sale
price of the complete articles. A manu-
facturer cannot lessen his sale price of
chassis, body or taxable tractor, or mo-
torcycle by billing separately parts and
accessories which are considered equip-
ment for the particular article. If, for
example, a manufacturer sells to any per-
son a chassis and a set of bumpers, or a
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taxable tractor and a fifth wheel and at-
tachments, he must pay tax on the parts
or accessories at the same rate as on the
chassis or tractor regardless of the
method of billing.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5099, 6 F. R. 61301

§ 316.50a Definitions. As used in this
subpart, unless from the context it is clear
that a different meaning is intended:

(a) The term "automobile truck" shall
include automobile trucks, automobile
busses, and truck and bus trailers and
semitrailers.

(b) The term "other automobile" shall
mean all automobiles other than auto-
mobile trucks, and shall include trailers
and semitrailers suitable for use In con-
nection with passenger automobiles.

(c) The term "tractor" shall mean the
kind of tractors chiefly used for highway
transportation in combination with a
trailer or semitrailer.

(d) The term "motorcycle" shall mean
all types of motorcycles and shall include
side cars as parts of motorcycles.
[T. D. 5099, 6 F. R. 61311

§ 316.51 Rate of tax. The tax is pay-
able by the manufacturer at the rate of
5 percent of the sale price of automobile
truck chassis, bodies, or tractors, and at
the rate of 7 percent of the sale price of
other automobile chassis or bodies or mo-
torcycles as determined under §§ 316.8 to
316.15, inclusive.
[T. D. 5099, 6 F. R. 6131]

§ 316.52 Combinations of chassis and
bodies taxable at different rates. If the
manufacturer of a truck body installs it
on an "other automobile chassis" manu-
factured by him, he must record and bill
the sale of the body and chassis sepa-
rately, and pay tax on the sale price at
the rates of 5 percent and 7 percent, re-
spectively. In case a passenger body is
installed by the manufacturer thereof on
an automobile truck chassis manufac-
tured by him, the transaction must be
handled in a similar manner, and tax
paid on the body and chassis at the rates
of 7 percent and 5 percent, respectively.
The respective selling prices of the body
and chassis must include all instruments,
parts, and accessories made a part
thereof, or attached to, or sold in con-
nection therewith. Where doubt exists
as to whether a part or accessory should
be included in the sale price of the body
or of the chassis, the custom of selling
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such part or accessory with either bodies
or chassis, when sold separately, will de-
termine the rate of tax.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5099, 6 F. R. 61311

§ 316.53 Sales of bodies to manufac-
turers. (a) Bodies are exempt frorm tax
when sold by the manufacturer to a
manufacturer of automobile trucks or
other automobiles to be sold by the pur-
chaser. In order to obtain this exemp-
tion, the vendor must secure from the
purchaser and retain in his possession a
certificate of the purchaser establishing
that the purchaser is a manufacturer of
automobile trucks or other automobiles
to be sold by him and that the bodies so
purchased are to be used in the manu-
facture or production of automobile
trucks or other automobiles to be sold
by him.

(b) Under the specific provisions of
section 3403 (d), I. R. C., a manufac-
turer of automobile truck bodies or other
automobile bodies is permitted to sell
such bodies tax free to manufacturers of
automobile truck chassis or other auto-
mobile chassis; however, there is no such
provision with respect to the sale of
automobile truck or other automobile
chassis to body manufacturers.
[Regs. 46, 5 F. R. 142]

§ 316.54 Credit for taxes on tires, inner
tubes, or automobile radios. (a) Under
the specific provisions of the Code, tires,
inner tubes, and automobile radios may
not be purchased tax free for use as ma-
terial in the manufacture of, or as a
component part of, other taxable arti-
cles manufactured by the purchaser.

(b) Where a manufacturer sells tax-
paid tires, inner tubes, and automobile
radios on, or in connection with, or with
the sale of automobile trucks, other auto-
mobiles, taxable tractors, or motorcycles,
he may take credit against the tax due on
his sale in an amount determined by ap-
plying to the purchase price of the tires,
inner tubes, automobile radios, the per-
centage rate of tax applicable to such
automobile trucks, other automobiles,
taxable tractors, or motorcycles, but the
part of the purchase price of tires at-
tributable to any metal rims or rim bases
shall be excluded. For example, if the
sale price of an automobile is $1,000, the
tax payable thereon $70.00, and the cost
to the automobile manufacturer of the
tires, inner tubes or automobile radios,
sold on or in connection therewith Is

$40.00, the manufacturer will be per-
mitted to take a credit against the tax
payable on the selling price of the auto-
mobile in an amount equal to 7 percent
of $40.00, or $2.80.

(c) In the event that the manufac-
turer of an automobile also manufactures
or imports tires and inner tubes, and
sells the automobile and the tires and
tubes in a single transaction, he will be
liable for tax on the sale price of the au-
tomobile (including the tires and tubes)
at the rate of 7 percent, and he will also
be liable for tax on the tires and tubes at
.the rates of 5 cents and 9 cents per
pound, respectively. He will, however,
be permitted to take a credit against the
tax on the automobile on the same basis
as if he had purchased the tires and
tubes so sold. The same rule applies in
the case of motorcycles and, except for
the difference in the rate of tax, in the
case of automobile truck chassis and
taxable tractors.

(d) Sales of automobile trucks, taxable
tractors, other automobiles and motor-
cycles, originally equipped with tax-paid
tires, inner tubes, or automobile radios,
to an exempt governmental agency for
its exclusive use are not properly to be
regarded resales of tires and inner tubes,
as such, so as to entitle the manufac-
turer of such tires and inner tubes to a
credit or refund of the amount of tax
paid by him thereon.
[T. D. 5099, 6 F. R. 6131]

§ 316.55 Definition of parts or acces-
sories. (a) The term "parts or acces-
sories" for an automobile truck or other
automobile chassis or body, taxable
tractor, or motorcycle, includes (1) any
article the primary use of which is to
improve, repair, replace, or serve as a
component part of such vehicle or ar-
ticle, (2) any article designed to be at-
tached to or used in connection with such
vehicle or article to add to its utility or
ornamentation, and (3) any article the
primary use of which is in connection
with such vehicle or article whether or
not essential to Its operation or use.
However, such term does not include
tires, inner tubes, and automobile radios,
since these articles are expressly ex-
cluded by the statute from the tax on
parts or accessories. With respect to
fare registers and fare boxes for use on
busses and automobiles, see § 316.140.

(b) The term "parts and accessories"
shall be understood to embrace all such
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articles as have reached such a stage of
manufacture that they are commonly or
commercially known as parts and acces-
sories whether or not fitting operations
are required in connection with installa-
tion. The term shall not be understood
to embrace raw materials used in the
manufacture of such articles.

(c) Spark plugs, storage batteries,
leaf springs, coils, timers, and tire
chains which are suitable for use on or
in connection with, or as component
parts of, automobile truck or other auto-
mobile chassis, taxable tractors, or
motorcycles, are considered parts of or
accessories for such articles whether of
not primarily designed or adapted for
such use.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5099, 6 F. R. 61321

§ 316.56 Rate of tax. The tax is pay-
able by the manufacturer at the rate of
5 percent of the sale price as determined
under §§ 316.8 to 316.15, inclusive.
[T. D. 5099, 6 F. R. 6132]

§ 316.57 Parts and accessories sold to
manufacturers. (a) No tax will be im-
posed upon parts or accessories sold to a
manufacturer of automobile truck or
other automobile chassis, bodies, taxable
'tractors, or motorcycles, provided the
vendor obtains from the purchaser, and
retains in his possession as provided in
§ 316.21, a certificate of the purchaser
establishing that the purchaser is a
manufacturer of such articles.

(b) Under section 3442, I. R. C., sales
of parts or accessories to another manu-
facturer of parts or accessories for use
in the manufacture or production of
parts or accessories are likewise exempt,
when supported by exemption certificate
as provided in § 316.21.

(c) If the purchaser uses or resells
parts or accessories purchased by him
tax free, he shall be considered the man-
ufacturer, and must pay the tax thereon
or in the case of resale establish by ex-
emption certificate on file that his sale
was tax free.

(d) Jobbers or dealers and others who
are not manufacturers of taxable ar-
ticles are not entitled to purchase tax
free. In case a manufacturer of both
,taxable and nontaxable articles uses
parts or accessories purchased tax free
under certificate in the manufacture of
,a nontaxable article, he is liable for tax
on the parts or accessories so used based
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on the fair market price determined as
provided in § 316.15.
[Regs. 46, 5 F. R. 1421

SUBPART F-RADIO RECEIVING SETS, ETC.
§ 316.60 Scope of tax. (a) The tax

attaches to the sale by the manufacturer
of ?l) radio receiving sets, automobile
radio receiving sets, combination radio
and phonograph sets, and phonographs;
(2) chassis, cabinets, tubes, reproducing
units, power packs, antennae of the
"built-in" type, and phonograph mecha-
nisms, which are suitable for use on or
in connection with; or as component
parts of, radio receiving sets, automobile
radio receiving sets, combination radio
and phonograph sets, and phonographs,
regardless of whether such components
are primarily adapted for such use; (3)
phonograph records; and (4) musical
Instruments. Parts and accessories for
such articles (except musical instru-
ments) are subject to the tax when sold
on or in connection with the sale thereof.

(b) Automobile radio receiving sets
may not be sold tax free to manufac-
turers of automobiles under the provi-
sions of either section 3442 or section
3403 (c), I. R. C., as amended.

(c) Automatic devices for playing or
repeating records, phonograph pick-ups,
home recording apparatus, and similar
devices are subject to the tax if sold on
or in connection with or with the sale
of radio receiving sets, combination radio
and phonograph sets, or phonographs.
[T. D. 5099, 6 F. R. 61321

§ 316.61 Radios, phonographs, etc.,
components. (a) The term "chassis" in-
cludes radio receiving apparatus of all
types.

(b) The term "cabinets" includes con-
tainers suitable for housing radio re-
ceiving sets, automobile radio receiving
sets, combination radio and phonograph
sets, and phonographs.

(c) The term "tubes" includes vacuum
tubes of all types suitable for use in con-
nection with or as part of radio receiving
sets, automobile radio receiving sets,
combination radio and phonographs sets,
or phonographs.

(d) The term "reproducing units" in-
cludes all apparatus for the amplification
or reproduction of sound which are suit-
able for use in connection with or as
parts of radio receiving sets, automobile
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radio receiving sets, combination radio
and phonographs sets, or phonographs.

(e) The term "power packs" includes
all devices which are suitable for use on
or in connection with or as part of radio
receiving sets, automobile radio receiv-
ing sets, combination radio and phono-
graphs sets, or phonographs, which con-
vert electric current of ordinary com-
mercial or domestic voltages into elec-
tric current of voltages suitable for
operating such articles.

(f) The term "antennae of the 'built-
in' type" includes all types of aerials of
the kind completely contained in a radio
receiving set, automobile radio receiving
set, or combination radio and phono-
graph set.

(g) The term "phonograph mecha-
nisms" includes devices which are suita-
ble for use in combination radio and
phonograph sets, or phonographs for the
purpose of playing records.

(h) The articles defined in this section
are subject to the tax regardless of
whether such articles are primarily
adapted for use in connection with radio
receiving sets, automobile radio receiving
sets, combination radio and phonograph
sets, and phonograph.
[T. D. 5099, 6 F. R. 61321

§ 316.62 Phonograph records. The
term "phonograph records" means all
disks, cylinders, or other articles, re-
gardless of the material from which they
are made, and upon which are recorded
or may be recorded human speech or
other sounds for reproduction by means
of a phonograph or combination radio
and phonograph.
[T. D. 5099, 6 F. R. 6132]

§ 316.63 Musical instruments. (a)
The term "musical instruments" includes
pianos and organs of all types, trombones,
saxophones, violins, drums, xylophones,
chimes, cymbals, etc., and all string,
wind, reed, or percussion instruments
used in producing music, or in reproduc-
ing it, except radios and phonographs,
for which see § 316.61.

(b) The tax does not apply to an organ
sold under a bona fide written contract
entered into before October 1, 1941. In
any case where tax has been paid with
respect to the sale of an organ under
such a contract, the person who paid the
tax to the United States may take a
credit or be allowed a refund in the
amount of the tax paid on such article

in accordance with the provisions of
§ 316.204.
[T. D. 5099, 6 F. R. 6132, as amended by T. D.
5189, 7 F. R. 100481

§ 316.64 Rate of tax. The tax is pay-
able by the manufacturer at the rate of
10 percent of the sale price as deter-
mined by §§ 316.8 to 316.15, inclusive.
[T. D. 5099, 6 F. R. 6132]

SUBPART G-MECHANICAL REFRIGERATORS

AND REFRIGERATOR COMPONENTS

§ 316.70 Refrigerators, etc.-(a) For
the period October 1, 1941 to October
31, 1942, inclusive. (1) Subsection (a) of
section 3405, I. R. C., as amended by sec-
tion 546 of the Revenue Act of 1941, im-
poses a tax on sales by the manufac-
turer of refrigerators, beverage coolers,
ice cream cabinets, water coolers, food
and beverage display cases, food and bev-
erage storage cabinets, Ice making ma-
chines, and milk cooler cabinets, each
such article having, or being primarily
designed for use with, a mechanical re-
frigerating unit operated by electricity,
gas, kerosene, or gasoline, and including
in each case parts or accessories therefor
sold on or in connection with the sale
of the article.

(2) The tax applies to all the above-
enumerated articles without regard to
their size, whether single or multiple
cabinet installation, or whether designed
for household, commercial, or industrial
use.

(3) The tax applies to all the above-
enumerated articles, if primarily de-
signed for use with a mechanical refrig-
erating unit operated by electricity, gas,
kerosene, or gasoline; it is not necessary
that such a mechanical refrigerating unit
be sold on or in connection with the sale
of the article.

(4) A manufacturer of an article tax-
able under section 3405 (a), as amended
by section 546 of the Revenue Act of 1941,
may purchase tax free for use as a com-
ponent in ihe manufacture of such article
any of the refrigerating apparatus speci-
fied in section 3405 (b), as amended by
section 546 of the Revenue Act of 1941.
(See § 316.71.) However, if any of the
refrigerating apparatus specified in sec-
tion 3405 (b) as so amended, Is pur-
chased tax paid and used as a component
in the manufacture of an article taxable
under such section 3405 (a) as amended,
the manufacturer of the article may be
allowed a credit to the extent of the tax
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paid on the refrigerating apparatus so
used as a component. (See § 316.204.)

(5) The tax does not apply to refrig-
erator cabinets which are primarily de-
signed for use without a mechanical re-
frigerating unit.

(b) For the period beginning Novem-
ber 1, 1942. (1) Subsection (a) of sec-
tion 3405, I. R. C., as amended by section
614 of the Revenue Act of 1942, imposes
a tax on sales by the manufacturer of
household type refrigerators (for single
or multiple cabinet installations) having,
or being primarily designed for use with,
a mechanical refrigerating unit operated
by electricity, gas, kerosene, or gasoline,
and including in each case parts or ac-
cessories therefor sold on or in connec-
tion with the sale of the article.

(2) The term "household type refrig-
erator" includes refrigerators for single
or multiple cabinet installations, which
(i) are designed for domestic use, (ii) are
arranged to provide refrigerated storage
space for the preservation of food prod-
ucts or low temperature space for mak-
ing ice cubes and frozen desserts, (iii)
have a net storage space not exceeding
20 cubic feet, and (iv) have, or are pri-
marily designed for use with, a mechan-
ical refrigerating unit operated by elec-
tricity, gas, kerosene, or gasoline.

(3) The tax applies to all household
type refrigerators, if primarily designed
for use with a mechanical refrigerating
unit operated by electricity, gas, kero-
sene, or gasoline; it is not necessary that
such a mechanical refrigerating unit be
sold on or in connection with the sale of
the refrigerator.

(4) A manufacturer of household type
refrigerators taxable under section 3405
(a), as amended by section 614 of the
Revenue Act of 1942, or other refriger-
ators, or refrigerating or cooling appara-
tus may purchase tax free for use as a
component in the manufacture of such
articles any of the refrigerating appa-
ratus specified in section 3405 (b), as
amended by section 614 of the Revenue
Act of 1942. (See § 316.71.) However, if
any of the refrigerating apparatus speci-
fied in such section 3405 (b) as amended,
is purchased tax paid and used as a
component in the manufacture of a
household type refrigerator taxable un-
der section 3405 (a) as amended, the
manufacturer of such household type re-
frigerator may be allowed a credit to the
extent of the tax paid on the refrigerat-

ing apparatus so used as a component.
(See § 316.204.)

(5) The tax does not apply to refriger-
ator cabinets which are primarily de-
isigned for use without a mechanical
refrigerating unit.
[T. D. 5099, 6 P. R. 6133 as amended by T. D.
5189, 7 F. R. 10049]

§ 316.71 Refrigerating apparatus-
(a) For the period October 1, 1941, to
October 31, 1942, inclusive. Subsection
(b) of section 3405, I. R. C., as amended
by section 546 of the Revenue Act of 1941,
imposes a tax on sales by the manufac-
turer of compressors, condensers, evap-
orators, expansion units, absorbers, and
controls, for, or suitable for use as part
of, or with, a refrigerating plant, refrig-
erating system, refrigerating equipment
or unit, or any of the articles enumerated
in section 3405 (a), as amended, and in-
cluding in each case parts or accessories
therefor sold on or In connection with
the sale of the specified refrigerating
apparatus.

(b) For the period beginning Novem-
ber 1, 1942. Subsection (b) of section
3405 as amended by section 614 of the
Revenue Act of 1942, imposes a tax on
sales by the manufacturer of cabinets,
compressors, condensers, evaporators, ex-
pansion units, absorbers and controls
for, or suitable for use as parts of or
with, household type refrigerators of
the kind described in section 3405 (a),
as amended by section 614 of the Reve-
nue Act of 1942, Including in each case
parts or accessories therefor sold on or
in connection with the sale of the speci-
fied refrigerating apparatus. Sales of
such refrigerating apparatus as compo-
nent parts of complete refrigerators, or
refrigerating or cooling apparatus are
not subject to the tax.
IT. D. 5099, 6 P. R. 6133, as amended by T. D.
5189, 7 V. R. 10049]

§ 316.72 Air-conditioners, and com-
ponents-(a) For the period October 1,
1941, to October 31, 1942, inclusive. Sub-
sections (c) and (d) of section 3405,
as added by section 546 of the Revenue
Act of 1941, impose taxes on sales by
the manufacturer of self-contained air-
conditioning units, as well as separate
sales of cabinets, compressors, con-
densers, fans, blowers, heating coils,
cooling coils, filters, humidifiers, and
controls for or suitable for use as part
of, or with, self-contained air-condition-
ing units, and including in each case
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parts or accessories therefor sold on or
in connection with the sale of the speci-
fied articles.

(b) For the period beginning Novem-
ber 1, 1942. Subsection (c) of section
3405, as amended by section 614 of the
Revenue Act of 1942, imposes a tax on
sales by the manufacturer of self-con-
tained air-conditioning units, Including
parts or accessories therefor sold on or
in connection with the sale of such units.
[T. D. 5099, 6 F. R. 6133, as amended by T. D.
5189, 7 F. R. 100491

§ 316.73 Rate of tax. The tax Is pay-
able by the manufacturer at the rate of
10 percent of ,the sale price as deter-
mined by H9 316.8 to 316.15, inclusive.
[T. D. 5099, 6 F. R. 6133]

SUBPART H-FIREARMS, SHELLS, AND
CARTRIDGES

§ 316.80 Scope of tax. (a) The tax is
imposed on the sale by the manufacturer
of (1) firearms and (2) shells and
cartridges.

(b) The term "firearms" includes all
portable weapons, such as rifles, carbines,
machine guns, shotguns, and the fowling
pieces, from which a shot, bullet or pro-
jectile may be discharged by an explosive.

(c) The terms "shells" and "cart-
ridges" include all combinations of pro-
jectile, explosive, and container which
are designed, assembled, and ready for
use without further manufacture in
portable firearms, including pistols and
revolvers.
[Regs. 46, 5 F. R. 1421

§ 316.81 Exempt sales. (a) Under the
provisions of section 3407, I. R. C., prior
to the amendment thereof by section 307
(a) (3) of the Revenue Act of 1943, no
tax attaches to firearms, shells, and car-
tridges sold by the manufacturer for the
use of the United States, any State, Ter-
ritory, or possession of the United States,
any political subdivision thereof, or the
District of Columbia: Provided, The
exempt character of the sale is estab-
lished as required by this part.

(b) By virtue of the amendment made
by section 307 (a) (3) of the Revenue Act
of 1943 of section 3407, and the applica-
tion of section 307 (b) (2) to such
amendment, the exemption with respect
to sales of firearms, shells, and cartridges
by the manufacturer for the use of the
United States, or possession of the United

.States is inapplicable on and after the
first day of the first month which begins

six months or more after the date of the
termination of hostilities in the present
war, unless the sale is madepursuant to
a contract entered into prior to such
date, or to any agreement or change or-
der supplemental to such contract bear-
ing the same Government contract
number.

(c) To be exempt from the tax the ar-
ticles must be sold for the use of a Gov-
ernment or governmental agency. Fire-
arms, shells, and cartridges sold to
officers of a State or municipality in their
private capacity or for their private use
are not exempt from the tax.

(d) Sales of pistols and revolvers are
specifically exempt from the tax imposed
under section 3407 of the Code, as
amended, but are subject to the tax
Imposed under section 2700 (a), as
amended, and (b) of the Code, which
remains in effect. (See Part 302 of this
chapter, as amended, relating to excise
taxes on sales by the manufacturer of
pistols and revolvers.)

(e) The tax imposed under section
3407 also does not apply in the case of
the sale by the manufacturer, producer,
or importer of any firearm of a type cov-
ered by section 2720, I. R. C., if the tax
under section 2720 has been paid by such
manufacturer, producer, or importer on
such sale.

(f) Any manufacturer claiming ex-
emption from the tax imposed by section
3407 on sales of firearms, shells, and
cartridges, (1) for the use of the United
States, etc., or (2) on which he has paid
tax under section 2720, must maintain
such records (see § 316.202), and be pre-
pared to produce such evidence as will
clearly establish the right to exemption.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5099, 6 F. R. 6133, T. D. 5348, 9 F. R. 30061

§ 316.82 Rate of tax. The tax Is pay-
able by the manufacturer at the rate of
11 percent of the sale price as deter-
mined under §§ 316.8 to 316.15, inclusive.
[T. D. 5099, 6 F. R. 6133]

SUBPART I-SPORTING GOODS
SOURCE: §§ 816.90 and 316.91 contained in

Treasury Decision 5099, 6 F. R. 6133.

§ 316.90 Scope of tax. (a) Subsection
(a) (1) of section 3406, I. R. C., as added
by section 551 of the Revenue Act of 1941,
imposes a tax on sales by the manufac-
turer of the specified articles, equipment,
and apparatus, including In each case
parts or accessories therefor sold on or
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in connection therewith, or with the sale
thereof.

(b) The term "fencing equipment"
includes foils, sabres, blades, dueling
swords, masks, guards, plastrons, and all
other equipment used in the sport of
fencing.

(c) The term "gymnasium equipment
and apparatus" includes all equipment
or apparatus of the type used in con-
nection with any variety of indoor exer-
cise for developing or exhibiting the
strength, activity, or control of the body.
The following is descriptive but not all-
inclusive of the type of equipment or
apparatus intended to be included in the
above-mentioned term: indian clubs,
dumbbells, exercising rings, stall bars,
gymnasium ladders, parallel bars, vault-
ing horses, horizontal bars, striking or
punching bags, pulley weights, rowing
machines, etc.

(d) The tax does not attach (unless
otherwise indicated in subsection 3406
(a) (1)) to articles which, in view of
their size, quality, or the substance of
their material, are not capable of being
used in the playing of any game, ath-
letic event, sport, or as gymnasium
equipment.

§ 316.91 Rate of tax. The tax is pay-
able by the manufacture at the rate of 10
per cent of the sale price as determined
by §§ 316.8 to 316.15, inclusive.

SUBPART J-LUGGAGE
SouRCE: §§ 316.100 to 316.103 contained in

Treasury Decision 5099, 6 F. R. 6134, except
as noted following section affected.

§ 316.100 Scope of tax. (a) Subsec-
tion (a) (2) of section 3406, I. R. C., as
added by section 551 of the Revenue Act
of 1941, imposes a tax on the sale by the
manufacturer of trunks, valises, travel-
ing bags, suitcases, hat boxes for use by
travelers, fitted toilet cases (not includ-
ing contents), other traveler's luggage,
and leather and imitation leather brief
cases, including in each case (except
contents of fitted toilet cases) parts or
accessories therefor sold on or in con-
nection therewith, or with the sale
thereof.

(b) The term "trunks" includes all
receptacles which are commonly or com-
mercially designated as trunks, and
which are designed for the purpose of
carrying or conveying the effects of a
traveler.

(c) The terms "valises", "traveling
bags" and "suitcases", include all recep-
tacles which are commonly or commer-
cially designated as valises, traveling
bags, and suitcases and which are de-
signed to be used for the purpose of carry-
ing or conveying by hand the effects of a
traveler.

(d) The term "other traveler's lug-
gage" includes all other receptacles com-
monly or commercially designated as
luggage and which are designed for the
purpose of carrying or conveying by
hand or otherwise the effects of a
traveler.

(e) The term "hat boxes for use by
travelers" includes all receptacles com-
monly or commercially designated as hat
boxes and which are designed for the
purpose of conveying or carrying hats by
hand or otherwise in traveling.

(f) The term "leather or imitation
leather brief cases" includes all recepta-
cles commonly or commercially desig-
nated as brief cases which are made of
any leather or imitations thereof, and
which are designed for the purpose of
carrying or conveying documents, etc., of
any size or shape.

(g) The term "fitted toliet cases" in-
cludes all receptacles of any form what-
soever designed or fitted to contain toilet
articles or other effects of a traveler, or
both, exclusive of the toilet article con-
tents thereof.

(h) Articles commonly or commer-
cially designated as salesmen's trunks,
valises, utility bags, etc., designed for the
purpose of carrying or conveying sam-
ples of any kind are subject to the tax
even though not specifically used to carry
or convey the usual effects of a traveler.

§ 316.101 Application of the tax. (a)
In the case of articles taxable under sec-
tion 3406 (a) (2), which contain fixtures
such as hangers, trays, drawers, etc., the
tax attaches to the price for which the
entire assembly is sold.

(b) Fittings such as bottles, phials,
jars, combs, brushes, mirrors, etc., con-
tained in fitted toilet cases, are not tax-
able when sold as a part thereof and the
sale price of such fittings may be ex-
cluded in determining the sale price of
the taxable fitted toilet case, provided
the sale price of such fittings is sep-
arately invoiced by the manufacturer or
that such sale price can be established
by adequate records to the satisfaction of-
the Commissioner.
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(c) If an article taxable under section
3406 (a) (2) is sold at retail by the man-
ufacturer, and such article contains fit-
tings that are subject to the retailers'
excise tax imposed by section 2400,
I. R. C. (relating to jewelry, etc.), or
section 2402 (relating to toilet prepara-
tions), the manufacturer, in addition to
the manufacturers' excise tax, incurs lia-
bility for the retailers' excise tax with re-
spect to the sale which must be returned
and paid as required by Part 320 of this
chapter. However, where the fittings are
subject to the tax imposed by section
2400, the sale thereof by the manufac-
turer, whether at wholesale or retail,
does not subject him to a liability under
section 3406 (a) (2). (See § 316.29a.)

§ 316.102 Rate of tax. The tax is pay-
able by the manufacturer at the rate of
10 percent of the sale price as deter-
mined by §§ 316.8 to 316.15, inclusive.

§ 316.103 Suspension of tax. Effec-
tive April 1, 1944, and for the period dur-
ing which the retailers' excise tax im-
posed on luggage, etc., by section 1651,
I. R. C., as added by section 302 of the
Revenue Act of 1943 is in effect, no tax
is imposed on the sale of such luggage,
etc., by the manufacturer.
IT. D. 5348, 9 F. R. 3005]

SUBPART K-ELECTRIC, GAS, AND OIL
APPLIANCES

§ 316.110 Scope of tax. (a) Subsec-
tion (a) (3) of section 3406, I. R. C., as
added by section 551 of the Revenue Act
of 1941, imposes a tax on sales by the
manufacturer of electric direct motor-
driven fans and air circulators, electric,
gas, or oil water heaters, electric fiat
irons, electric air heaters (not including
furnaces), electric immersion heaters,
electric heating pads and blankets, elec-
tric, gas, or oil appliances of the type
used for cooking, warming, or keeping
warm food or beverages for consumption
on the premises, electric mixers, whip-
pers, and juicers, household type electric
vacuum cleaners, and combinations of
two or more of such appliances, including
in each case parts and accessories there-
for sold on or in connection therewith,
or with the sale thereof.

(b) The term "electric direct motor-
driven fans and air circulators" includes
appliances of the type primarily de-
signed and adapted to be operated as in-
dependent units. It includes so-called
"exhaust" fans but does not include so-
called "blowers." With respect to fans

and blowers for, or suitable for use as
part of, or with, self-contained air-con-
ditioning units, see § 316.72.

(c) The phrase "electric, gas, or oil
appliances of the type used for cooking,
warming, or keeping warm food or bev-
erages for consumption on the premises"
includes any type of appliance operated
by, or for which the heat is generated by,
electricity, gas, or oil, which is used, com-
mercially or domestically, to cook, warm,
or keep warm food or beverages for con-
sumption on the premises. The follow-
ing are descriptive but not all inclusive
of the types of article subject to tax un-
der this classification: coffee makers,
ranges, roasters, toasters, waffle irons,
griddles, hot plates, casseroles, steam
tables, etc.

(d) The tax does not apply to house-
hold type electric vacuum cleaners sold
on and after April 1, 1944.
IT. D. 5099, 6 F. R. 6134, as amended by T. D.
5348, 9 F. R. 3005]

§ 316.111 Rate of tax. The tax is pay-
able by the manufacturer at the rate of
10 percent of the sale price as determined
by §§ 316.8 to 316.15, inclusive.
[T. D. 5099, 6 F. R. 6134]

SUBPART L-PHOTOGRAPHIC APPARATUS

§ 316.120 Scope of tax. (a) Subsec-
tion (a) (4) of section 3406, I. R. C., as
added by section 551 of the Revenue Act
of 1941, imposes a tax on sales by the
manufacturer of cameras, lenses for
cameras, all unexposed still or motion
picture films (except X-ray films), pho-
tographic plates, photographic sensitized
paper, photographic apparatus, photo-
graphic equipment, and any apparatus or
equipment designed especially for use in
the taking of photographs or motion pic-
tures, or in the developing, printing, or
enlarging of photographs or motion pic-
ture films, including in each case parts
or accessories therefor sold on or in con-
nection therewith, or with the sale
thereof. Under section 3406 (a) (4), as
amended by section 607 of the Revenue
Act of 1942, increased rates of tax are
imposed (see § 316.122), and the tax in
the case of cameras is restricted to cam-
eras weighing 4 pounds or less, exclusive
of the lens and accessories. In all other
respects, the scope of the tax under sec-
tion 3406 (a) (4), as amended by section
607 of the Revenue Act of 1942, is identi-
cal to the scope of the tax as originally
imposed under section 3406 (a) (4), as
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added by section 551 of the Revenue Act
of 1941.
(b) The term "cameras" includes the

entire assembly which is used for, or ca-
pable of use in, the taking of still or
motion pictures. For the period prior to
November 1, 1942, the tax applies to all
cameras regardless of weight; for the
period beginning with November 1, 1942,
cameras weighing more than 4 pounds
exclusive of lens and accessories are spe-
cifically excluded by law from the scope
of the tax.

(c) The term "lenses" includes the
glass and also the frame or cell in which
such glass Is mounted. Where a lens is
sold In combination with a barrel, shut-
ter, diffusing device, etc., the tax at-
taches to the total amount paid for the
assembly.
(d) The term "unexposed photo-

graphic films" includes all films for use in
any type of still or motion picture cam-
era whether in rolls, reels, or packs, but
does not include X-ray films.
(e) The term "photographic plates"

includes any plate used in any type cam-
era In the taking of a picture.
(f) The term "sensitized paper" in-

cludes any type of paper, regardless of
size, used in producing prints or enlarge-
ments from any type of photographic
negative.
(g) The term "photographic appara-

tus and equipment" includes any article
used on or in connection with a camera
or lens in the taking of a still or motion
picture. The following are descriptive
but not all-inclusive of such articles:
range finders, view finders, lens exten-
sion tubes, filters, diffusers, tripods, fo-
cusing finders, etc.

(h) The phrase "any apparatus or
equipment designed especially for use in
the taking of photographs or motion pic-
tures or in the developing, printing, or
enlarging of photographs or motion pic-
ture films" includes the following articles
which are descriptive but not all-
inclusive: exposure meters, enlargers,
lenses and other attachments for en-
largers, tanks or pans designed for de-
veloping films, printing frames, photo-
flood lamps and reflectors, flash bulbs,
etc.
[T. D. 5099, 6 F. R. 6135, as amended by T. D.
5189, 7 F. R. 10049]

§ 316.121 Unexposed motion picture
films used in making news reel motion
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picture films. (a) Under the provisions
of the Code, where unexposed motion
picture films are used or are resold for
use in the making of "news reel motion
picture films" the manufacturer of such
unexposed motion picture films is en-
titled to a refund or credit of the tax
paid on the sale of such unexposed films.

(b) The term "making of news reel
motion picture films" means the produc-
tion of news reel motion pictures cover-
ing current news events for Immediate
release for public exhibition.

(c) The tax attaches to the manu-
facturer's sale of all unexposed motion
picture films even though it is known at
the time of the sale that such unexposed
films will be used or resold for use in the
making of news reel motion picture films.

(d) In order to establish the right to
a credit or refund of the tax paid on the
sale of unexposed motion picture films
used or resold for use in the making of
news reel motion picture films, it is nec-
essary that, (1) the manufacturer have
definite knowledge that the film in ques-
tion was used for such purposes, and (2)
he obtain from the purchaser and retain
in his possession a properly executed
certificate in the form prescribed by this
section.

(e) Where the certificate is obtained
prior to the time the manufacturer is
required to file a return covering taxes
due for the month in which the sale was
made, he must include the tax on such
sale in his return for that month, In the
item "Total tax due", but he may deduct
an amount equivalent to the tax ap-
plicable to such sale and pay the net tax
resulting, making appropriate explana-
tion on a rider attached to the return.
If the certificate is not so obtained, the
manufacturer must include the tax on
such sale in his return for the month in
which the sale was made, and when the
certificate is obtained later he may file
a claim for refund on Form 843, or take
a credit upon any subsequent return,
but such action must be taken within
the 4-year period of limitation prescribed
by section 3313, I. R. C.

(f) For regulations relating to the
claiming of credits or refunds, see
§ 316.204.

(g) The following is a form of exemp-
tion certificate which will be acceptable
for the purpose of this section and must
be adhered to in substance:
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CREDrT OR REFUND CERTIFICATE

(For use by purchasers of unexposed mo-
tion picture films for use in the making of
news reel motion pictures.)

------------ ,

The undersigned hereby certifies that the
unexposed motion picture films covered by
this certificate were used in the making of
news reel motion picture films.

The undersigned understands that a fraud-
ulent use of this certificate to secure a credit
or refund may subject him (1) to a penalty
equivalent to the amount of tax due on the
sale of the unexposed motion picture film,
and (2) to a fine of not more than $10,000,
or imprisonment of not more than five years,
or both, together with costs of prosecution.

(Name)

(Address)

(h) If it is impracticable to furnish a
separate certificate for each order or con-
tract, a certificate covering all orders be-
tween given dates (such period not to
exceed a month) will be acceptable.
Such certificate and proper records of
invoices, orders, etc., relative to tax-free
use shall be retained as provided in
§ 316.202. If, upon inspection, it is dis-
covered that a manufacturer's records
with respect to any use claimed to be
tax free do not contain a proper cer-
tificate, as outlined above, with support-
ing invoices and such other evidence as
may be necessary to establish the exempt
character of the use, the tax shall be
payable by the manufacturer on such
sale.

(I) The unexposed motion picture
films covered by the certificate must be
fully identified as to the nature of its use,
the quantity used, the date of sale, and
the amount of tax paid thereon.
[T. D. 5099, 6 F. R. 6135]

§ 316.122 Rates of tax. (a) For the
period prior to November 1, 1942, the tax
is payable by the manufacturer at the
rate of 10 percent of the sale price.

(b) For the period beginning with No-
vember 1, 1942, the tax is payable by the
manufacturer at the following rates:

25 percent of the sale price. Cameras;
lenses; photographic apparatus and equip-
ment; and any apparatus or equipment de-
signed especially for use in the taking of
photographs or motion pictures, or in de-
veloping, printing, or enlarging photographs
or motion pictures.

15 percent of the sale price. Unexposed
photographic films (including motion picture

films but not including X-ray film); photo-
graphic plates;' and sensitized paper.

(c) In each case, the taxable sale price
shall be determined in accordance with
the provisions of § 316.8 to 316.15,
inclusive.
[T. D. 5189, 7 F. R. 100491

SUBPART O-BUSINESS AND STORE MACHINES

§ 316.140 Scope of tax. (a) Subsec-
tion (a) (6) of section 3406, I. R. C., as
added by section 551 of the Revenue Act
of 1941, imposes a tax on sales by the
manufacturer of all business and store
machines of the types enumerated in
such subsection, and to sales by the man-
ufacturer of any combination of two or
more of such machines, including parts
and accessories sold on or in connection
therewith, or with the sale thereof.

(b) Where any taxable business or
store machine is leased (including any
renewal or any extension of a lease or
any subsequent lease of such article) by
the manufacturer, such lease shall, for
the purpose of this section, be considered
as the sale thereof. For computation of
tax on leases or rentals see § 316.9.

(c) Fare registers and fare boxes for
use in streetcars, busses, and other ve-
hicles are taxable as business machines
under section 3406 (a) (6) and not as
automobile accessories under section 3403
(c), I. R. C., as amended.

(d) The tax does not apply to sales on
and after November 1, 1942, of cash reg-
isters of the type used in registering
over-the-counter retail sales.
[T. D. 5099, 6 F. R. 6136, as amended by T. D.
5189, 7 F. R. 10050]

§ 316.141 Rate of tax. The tax is pay-
able by the manufacturer at the rate of
10 per cent of the sale price as determined
by §§ 316.8 to 316.15, inclusive.
[T. D. 5099, 6 F. R. 61361

SUBPART S-ELECTRIC LIGHT BULBS AND

TUBES

§ 316.180 Scope of tax. (a) Subsection
(a) (10) of section 3406, 1. R. C., as added
by section 551 of the Revenue Act of 1941,
imposes a tax on the sale by the manu-
facturer of electric light bulbs and tubes.

(b) An electric light bulb or tube is any
device designed for the diffusion of arti-
ficial light for illuminative or decorative
purposes through the use of electricity.
iT. D. 5099, 6 F. R. 6136]
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§ 316.181 Rate of tax. In the case of
electric light bulbs and tubes sold on or
after April 1, 1944, the tax is payable
by the manufacturer at the rate of 20
percent of the sale price. In the case of
electric light bulbs and tubes sold during
the period October 1, 1941, through
March 31, 1944, the tax was payable by
the manufacturer at the rate of 5 per-
cent of the sale price. The sale price
shall be determined in accordance with
the provisions of §§ 316.8 to 316.15, in-
clusive.
[T. D. 5563, 12 F. R. 3320]

SUBPART T-ELECTRICAL ENERGY
SoURcE: §§ 316.190 to 316.194 contained in

Treasury Decision 5099, 6 F. R. 6137, except as
noted following section affected.

§ 316.190 Scope of tax. (a) The tax
imposed by section 3411 (a) of the In-
ternal Revenue Code, as amended, ap-
plies, except as provided in this subpart,
to all electrical energy sold for domestic
or commercial consumption and not for
resale.

(b) The term "electrical energy sold
for domestic or commercial consump-
tion" does not include (1) electrical
energy sold for industrial consumption,
e. g., for use in manufacturing, mining,
refining, shipbuilding, building construc-
tion, irrigation, etc., or (2) that sold for
other uses which likewise can not be
classed as domestic or commercial, such
as the electrical energy used by electric
and gas companies, waterworks, tele-
graph, telephone, and radio communica-
tion companies, railroads, other similar
common carriers, educational institu-
tions not operated for private profit,
churches, and charitable institutions in
their operations as such. However, elec-
trical energy is subject to tax if sold for
consumption in commercial phases of in-
dustrial or other businesses, such as in
office buildings, sales and display rooms,
retail stores, etc., or in domestic phases,
such as in dormitories or living quarters
maintained by educational institutions,
churches, charitable institutions, or
others.

(c) Where electrical energy is sold to a
consumer for two or more purposes,
through separate meters, the specific use
for which the energy is sold through each
meter, i. e., whether for domestic or com-
mercial consumption, or for other use,
shall determine its taxable status.
Where the consumer has all the electrical
energy consumed at a given location

furnished through one meter, the pre-
dominant character of the business car-
ried on at such location shall determine
the classification of consumption for the
purposes of this tax.

(d) The tax attaches to electrical
energy sold for domestic or commercial
consumption, irrespective of whether any
of the energy sold is actually used or
the charges therefor actually collected.
The tax is due on all such sales whether
the charge therefor is billed as a mini-
mum charge, a fiat charge, a service
charge, or otherwise.

(e) Where a discount is allowable
from the gross charge for electrical
energy if payment therefor is made by
the consumer within a prescribed period,
or where an additional amount is added
for failure to make payment within a
prescribed period, the tax shall be based
on the amount due.

§ 316.191 Sales for resale. Ca) The
tax does not apply to sales of electrical
energy for resale, except where the elec-
trical energy is sold to an owner or lessee
of a building for resale to the tenants
therein. The statute provides that sales
of electrical energy to an owner or lessee
of a building for resale to the tenants
therein shall be considered a sale for
consumption; accordingly, the sales to
such owner or lessee are subject to the
tax. However, in such case the resale
of the electrical energy by the owner or
lessee of the building to the tenants is
not taxable. In determining the tax
payable with respect to the electrical en-
ergy sold to an owner or lessee of a build-
ing for resale to tenants therein, such
portion of the electrical energy as can
be shown to have been resold to the ten-
ants for other than domestic or commer-
cial consumption may be excluded.

(b) Every person who purchases elec-
trical energy for resale (except resale by
the owner or lessee of a building to the
tenants therein) must register with the
collector for the district in which is lo-
cated the principal place of business of
such person (or, if he has no principal
place of business in the United States,
with the collector at Baltimore, Md.).
The application for registry must show
the name and place, or places, of busi-
ness of the applicant. The collector will
issue registration numbers in a separate
series, beginning with number 1, for the
district. Electrical energy so furnished
for resale shall be exempt from tax only
when the vendee furnishes to the vendor
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a certificate showing the vendee's regis-
tration number and that the electrical
energy is to be resold by him.

(c) Where electrical energy is sold to
a person registered under the provisions
of paragraph (b) of this section, a por-
tion of which is for domestic or com-
mercial consumption by the vendee and
a portion of which is for resale, the cer-
tificate furnished by such vendee must
show the amount of such electrical en-
ergy purchased for domestic or com-
mercial consumption by him, and the
amount purchased by him for resale.
The vendor must pay tax on the portion
of such electrical energy sold to the
vendee for domestic or commercial con-
sumption by such vendee. Such vendee
must in turn pay tax on the portion of
such electrical energy resold by him for
domestic or commercial consumption.
The tax in each case is based on the
price for which the electrical energy is
sold to the consumer thereof.

§ 316.192 Rate of tax. The tax is
payable by the vendor at the rate of 313
per cent of the sale price.

§ 316.193 Exemptions. (a) Under the
provision of section 3411 (c), I. R. C.',
prior to the amendment thereof by sec-
tion 307 (a) (4) of the Revenue Act of
1943, no tax attaches to electrical energy
sold direct to the United States, any
State, Territory of the United States, or
any political subdivision of the forego-
ing, or the District of Columbia, for its
exclusive use, provided the exempt char-
acter of the sale is established as re-
quired by the regulations in this part.
By virtue of the provisions of section 307
(a) (4) and (b) (1) of the Revenue Act
of 1943, sales of electrical energy to the
United States on or after June 1, 1944,
are not exempt from tax, unless the sale
is made pursuant to a contract entered
into prior to such date, or to any agree-
ment or change order supplemental to
such contract bearing the same Govern-
ment contract number.

(b) Sales of electrical energy by electric
and power plants owned by the United
States, or any State or Territory, or
political subdivision thereof, or the Dis-
trict of Columbia, are exempt from the
tax.

(c) Sales of electrical energy by electric
and power plants or systems owned and
operated by cooperative or nonprofit
corporations engaged in rural electrifi-
cation are exempt from the tax.

819596--49-10

(d) In every case, the exemption speci-
fied in this section must be established
by an official ruling. Where not so es-
tablished, any corporation claiming the
right to such exemption must submit
for ruling by the Commissioner, (1) a
copy of its charter, (2) a copy of its
by-laws, and (3) adequate and sufficiently
detailed evidence of the area served by
its operations.
[T. D. 5099, 6 F. R. 6137, as amended by T. D.
5348, 9 F. R. 3006]

§ 316.194 Inapplicable administrative
provisions. The provisions of sections
3441, 3444, and 3447 of the Internal Rev-
enue Code, relating to sale price, use by
manufacturers, and contracts prior to
May 1, 1932, respectively, do not apply
to the tax imposed on sales of electrical
energy.

SUBPART U-MISCELLANEOUS PROVISIONS
Souncn: §§ 316.200 to 316.205 contained in

Regulations 46, 5 F. R. 142, redesignated by
T. D. 5099, 6 F. R. 6137. Exceptions are noted
following sections affected.

§ 316.200 Returns. (a) Each person
required to report a tax on the sale or use
of any of the articles covered by the regu-
lations in this part must prepare a return
for each calendar month in duplicate
on Form 728 in accordance with the in-
structions thereon. The original return
must be made under oath and must be
verified before an officer duly authorized
to administer oaths. If the amount of
the tax is $10 or less, the return may be
signed or acknowledged before two wit-
nesses Instead of under oath. The origi-
nal return, together with the tax, must
be filed with the collector of the district
in which is located the principal place
of business of the taxpayer (or, if he
has no principal place of business in
the United States, with the collector at
Baltimore, Md.), on or before the last
day of the month following that for
which it is made.

(b) When the last day of the month in
which the return is due falls on Sun-
day or a legal holiday the return may
be filed with the collector of internal
revenue, or his authorized representative,
on the next secular or business day. A
return must be forwarded to the col-
lector for each month whether or not
any liability has been incurred for that
month. If a manufacturer ceases busi-
ness the last return should be marked
"Final return."
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(c) Returns covering taxes collected
from vendees under section 3447 (b), or
section 3453, I. R. C., as added by sec-
tion 553 (b) of the Revenue Act of 1941,
should be prepared as prescribed above
on Form 728. If a vendee, liable for tax,
refuses to pay to the vendor the tax due,
the vendor should report to the collector
the name and address of such person,
the nature of the transaction, the
amount involved in the contract, and
the date of the payment of such amount.
Upon receipt of such information the
collector will report the item to the
Bureau for direct assessment against
such person.

(d) The duplicate return shall be re-
tained as prescribed by § 316.202.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5675, 13 F. R. 7302]

§ 316.201 Payment of taxes. All taxes
are due and payable to the collector of
internal revenue, without assessment by
the Commissioner or notice from the
collector, at the time fixed for filing the
return. If the tax is not paid when due
there shall be added as part of the tax
interest at the rate of 6 percent per
annum from the time the tax became
due to the actual date of payment or
assessment, whichever is prior. For
provisions with respect to interest gen-
erally, including interest on assessments,
see § 316.205.

§ 316.202 Records. (a) Every person
required to file a return and pay tax on
the sale or use of an article, shall keep
on file at his principal place of business,
or some other convenient or safe loca-
tion, accurate records, including the du-
plicate returns prescribed by § 316.200
and accounts of all transactions. Man-
ufacturers of taxable articles who are
permitted under section 3442, I. R. C., to
dispose of their products to other manu-
facturers free of tax must maintain ac-
curate records of all such transactions,
Including certificates from purchasers
certifying to the fact that the products
are purchased for further manufacture
of taxable articles, with supporting in-
voices, etc. Evidence with respect to
sales for export, or shipment to a posses-
sion of the United States, and sales to
States or political subdivisions thereof,
upon which no tax is due, must also be
maintained. (See §§ 316.24, 316.25,
316.26, and 316.27.)

(b) The records shall contain suffl-
cient information to enable the Commis-

sioner to determine whether the correct
amount of tax has been paid. Such rec-
ords shall at all times be open for in-
spection by internal-revenue officers, and
shall be maintained for a period of at
least 4 years from the date the tax be-
came due or, in the case of tax-free
sales, for a period of at least 4 years from
the last day of the month following the
month in which the sale was made.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5675, 13 F. R. 73021

§ 316.203 Jeopardy assessment. (a)
Whenever in the opinion of the collector
it becomes necessary to protect the in-
terests of the Government by requiring
an immediate return and collection of
the tax, the matter shall be promptly re-
ported to the Commissioner by telegram
or letter showing the reasons therefor.
The communication must state the full
name and address of the person involved,
the kind and amount of taxes due and
the period involved, so that the Commis-
sioner can immediately assess the tax
together with all penalties and interest
due. Such tax, penalties, and interest
will, upon assessment, become immedi-
ately due and payable, and the collector
shall, without delay, issue a notice and
demand for payment thereof in full.

(b) If a taxpayer is not actually in
default in filing returns or in paying any
tax under the internal-revenue laws, the
collection of the whole or any part of
the amount of such Jeopardy assessment
may be stayed by filing with the col-
lector a bond in such amount, not ex-
ceeding double the amount with respect
to which the stay is desired, and with
such sureties as the collector deems nec-
essary, conditioned upon the payment of
the amount, collection of which is stayed,
at the time at which such amount would
normally be due.

(c) Upon refusal to pay, or failure to
pay or give bond, the collector shall pro-
ceed immediately to collect the tax,
penalty, and interest by distraint, with-
out regard to the 10-day period after
notice and demand prescribed in sec-
tion 3690, I. R. C.

§ 316.204 Credits and refunds. (a) A
credit against the tax due on the sale of
any article covered by the regulations in
this part or a refund may be allowed or
made to a manufacturer in the amount
of any tax which has been paid by any
person with respect to the sale of any ar-
ticle (other than a tire, inner tube, or
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automobile radio taxable under section
3404, I. R. C.) purchased and used by
such manufacturer as material in the
manufacture or production of, or as a
component part of, any such article with
respect to which tax has been paid, or
which has been sold free of tax in ac-
cordance with the provisions of § 316.21
or § 316.22. A claim for refund must be
supported by evidence showing (1) the
name and address of the person who paid
to the United States the tax of which re-
fund is claimed, (2) the date of payment,
(3) the amount of such tax, and (4) that
the article was so used. A credit taken
on a return must be supported by evi-
dence of the same character. If it is im-
possible to furnish such evidence at the
time when the credit is taken, a state-
ment to that effect must be submitted
with the return in which the credit is
taken. The evidence supporting such
credit must be filed with the collector
within 30 days after the date on which
the return is filed. If the required evi-
dence Is not so filed within that period,
the amount of the credit will be disal-
lowed and assessment of the tax result-
ing from the disallowance will be made
on the current assessment list.

(b) In the case of a readjustment of
price to the manufacturer's vendee by
reason of the return or repossession of
an article or a covering or container, or
by a bona fide discount, rebate, or allow-
ance, the manufacturer who paid the tax
based upon the original price may file a
claim for refund or take credit against
the tax due upon any subsequent
monthly return in the amount of that.
part of the tax proportionate to the part
of the sale price which is refunded or
credited to the purchaser. In no case
shall such a refund or credit be allowed
to the taxpayer in connection with an
article or a covering or container sold
prior to June 21, 1932. The refund or
credit of the tax shall be allowed only if
a statement is furnished showing that
the readjustment of price has actually
been made. (See § 316.13.)

(c) If any person overpays the tax
shown to be due on a monthly return, he
may either file a claim for refund on
Form 843 or take credit for the overpay-
ment against the tax shown to be due on
any subsequent monthly return. In
all cases where a person overpays tax,
no credit or refund shall be allowed (ex-
cept as provided in the preceding para-
graphs), whether in pursuance of a court

decision or otherwise, unless the tax-
payer files a sworn statement explaining
satisfactorily the reason for claiming the
credit or refund and establishing (1)
that he has not included the tax in the
price of the article with respect to which
it was imposed, or collected the amount
of tax from the vendee, or (2) that he
has either repaid the amount of tax to
the ultimate purchaser of the article or
has secured the written consent of such
ultimate purchaser to the allowance of
the credit or refund. In the latter case
the written consent of the ultimate pur-
chaser must accompany the statement
filed with the credit or refund claim.
For the purpose of the tax the "ultimate
purchaser" is a person who purchases an
article for consumption, or for use in the
manufacture of other articles and not
for resale in the form in which pur-
chased. The statement supporting the
credit or refund claim must also show
whether any previous claim for credit or
refund covering the amount involved, or
any part thereof, has been filed with the
collector or Commissioner.

(d) A complete and detailed record of
each overpayment must be kept by the
taxpayer for a period of at least 4 years
from the date any credit is taken or
refund is claimed.

(e) In the case of a sale of a taxable
article by a manufacturer to a dealer,
where title passes through one or more
persons in a chain of sales from the
manufacturer to a consumer, and such
article is used, or resold for a purpose or
use specified In section 3443 (a) (3)
(A), I. R. C.-the manufacturer who paid
the tax to the United States may be al-
lowed a refund or may take credit against
the tax shown to be due upon any subse-
quent monthly return, in the amount of
tax paid by him with respect to the sale
of such article, provided he can establish
by satisfactory evidence (1) that such
article has been used, or resold, for one
of the uses specified in such section, (2)
the name and address of the ultimate
vendor, (3) the name and address of the
consumer, and the use made or to be
made of such article, (4) the date the
tax on his sale of such article was paid
to the United States, and (5) that he has
repaid or agreed to repay the amount of
such tax to the ultimate vendor, or has
obtained the consent of the ultimate
vendor to the allowance of the credit or
refund.
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(f) The evidence required in para-
graph (e) (1), (2), and (3) of this sec-
tion may be established by the manu-
facturer securing from the ultimate ven-
dor (1) the original exemption certifi-
cate obtained by such ultimate vendor
from the consumer, or (2) a statement
by the ultimate vendor that he has ob-
tained from the consumer and has in
his possession such an exemption certif-
icate. The consent of the ultimate ven-
dor required by paragraph (e) (5) of
this section may be indorsed on the cer-
tificate or made a part of the statement.

(g) Where a statement Is furnished
by the ultimate vendor in lieu of the
original exemption certificate, the ulti-
mate vendor must incorporate therein a
statement to the effect that the certifi-
cate and supporting data (1) are re-
tained by him, (2) will be preserved for
a period of 4 years, and (3) Will, up-
on request, be forwarded to the manu-
facturer at any time within the period
for use In establishing to the satisfaction
of internal-revenue officers that a re-
fund or credit is justly due.

(h) The exemption certificates re-
quired by this section shall be In a form
substantially the same as those re-
quired in the case of sales by the manu-
facturers direct to users.

(i) Where a tax-paid article Is used by
a consumer for one or more of the pur-
poses specified above, the ultimate ven-
dor may secure from such consumer, in
lieu of the exemption certificate, a
statement showing full and complete in-
formation as to the date of the purchase
of the article, from whom purchased,
the quantity and nature of the article,
the purpose for which used, the amount
of tax involved, and that the consumer
has not previously executed any other
affidavit of use concerning such article.
The statement referred to may be fur-
nished to the manufacturer by the ulti-
mate vendor as evidence to support the
credit or refund claimed, or the infor-
mation apearing therein may be incor-
porated in the statement which the ulti-
mate vendor files with the manufacturer
who paid the tax to the Government on
the sale of the article.

(j) The statement of the ultimate
vendor shall be in substantially the fol-
lowing form:

STATEMENeT OF ULT7MATE VENDOR

The undersigned certifies that he himself,
or the ------------------------------ of
(Name of vendor if other than undersigned)

,rnal Revenue

which he is -, is
(Title)

the ultimate vendor of the article specified
below or on the reverse side hereof;

That the articles specified below were pur-
chased by him tax paid and resold for use
by his vendee for the nontaxable purposes
Indicated and not for resale;

That he has in his possession, all of the
exemption certificates properly executed, re-
quired by the law and regulations, to cover
the sale of the articles specified herein;

That the certificates and supporting data
(1) are retained by him, (2) will be preserved
for a period of four years, and (3) will, upon
request, be forwarded to the manufacturer
any time within the period for use in estab-
lishing to the satisfaction of internal-revenue
officers that a refund or credit is justly due;
and

That he hereby consents to the allowance
of a credit or refund to the ----------------

(Name and address of manufacturer.)
in the amount of the tax paid by such
manufacturer with respect to the sale of
such articles and that he has not heretofore
given his consent to the allowance of a
credit or refund to any other manufacturer
and has not made application for a refund
or credit of such Federal tax from any other
source.

The undersigned understands that the
fraudulent use of this affidavit to secure
credit or refund will subject him and all
guilty parties to a fine of not more than
$10,000, or to Imprisonment for not more
than 10 years, or both, under section 35 of
the Criminal Code of the United States, as
amended by Act approved April 4, 1938 (52
Stat., 197).

(Name.)

(Address.)

(Date)

Ven. Date Quan Pur- Tax
dor's Articles of pose

invoice resale tlty or use claimed

(k) The provisions of section 3451, I.
B. C. (see § 316.29), relating to aircraft,
apply only to sales by manufacturers
direct to the owners or operators of air-
craft, and no credit or refund is allow-
able, either under section 3451 or under
section 3443 (a) (3) (A) (ii) with respect
to tax paid on articles sold by the manu-
facturer for resale for use on aircraft,
regardless of the date the sale or resale
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occurred, and even though it is known at
the time of the manufacturer's sale that
the article will be so resold. However,
where it can be shown that articles were
sold by the manufacturer in accordance
with the provisions of section 317 (b) of
the Tariff Act of 1930, as added by the
Act approved June 25, 1938, for use as
supplies (including equipment upon, or
in the maintenance or repair of, aircraft,
registered in any foreigh country and
actually engaged in foreign trade or
trade between the United States and any
of its possessions, the manufacturer who
paid the tax to the Government may be
allowed a refund or may take credit
against the tax due upon any subsequent
monthly return, provided he has in his
possession the evidence outlined in
§ 316.29.

(1) No credit or refund is allowable for
tax paid with respect to the sale of any
article on or after June 1, 1944, to the
United States, except in those cases
where tax has been paid on sales made
pursuant to a contract entered into prior
to June 1, 1944, or to any agreement or
change order supplemental to such con-
tract bearing the same Government con-
tract number.
[Regs. 46, 5 F. R. 142, as amended by T. D.
5348, 9 F. R. 3006, T. D. 5675, 13 F. R. 73021

§ 316.205 Penalties and interest. (a)
In the case of failure to file a return
within the prescribed time, a certain per-
centage of the amount of the tax is added
to the tax unless the return is later filed
and failure to file the return within the
prescribed time is shown to the satisfac-
tion of the Commissioner to be due to rea-
sonable cause and not to willful neglect.
The amount to be added to the tax is 5
percent if the failure is for not more than
30 days, with an additional 5 percent for
each additional 30 days or fraction there-
of during which failure continues, not to
exceed 25 percent in the aggregate.

(b) Failure to pay tax within the time
fixed for filing returns causes interest to
accrue automatically, without assess-
ment of the tax by the Commissioner or
notice to the taxpayer, to the actual date
of payment or assessment, whichever is
prior. The due date of the tax for the
purpose of computing interest is the last
day of the month within which the re-
turn is required to be filed and the tax
paid.

(c) Where assessment is made, and
payment is not made within 10 days after

the issuance of the first notice and de-
mand (Form 17), there will accrue, under
section 3655, I. R. C., a 5 percent penalty
and interest at the rate of 6 percent per
annum computed upon the entire as-
sessment from the date of issuance of
Form 17 until date of payment. Where
assessment is settled by partial payments,
interest is computed at the above-pre-
scribed rates from the date of the first
10-day notice through the date of first
payment and on the balance from the
next succeeding day to the date of the
next payment until the assessment is
paid in full.

(d) If a claim for abatement is filed
with the collector within 10 days after
the date of the issuance of the first notice
and demand, the 5 percent penalty does
not attach. If the assessment is not paid
within 10 days after receipt of notice of
rejection of the claim, the 5 percent pen-
alty applies. The filing of the claim does
not stay the collection of interest, which
continues to run for the full period that
intervenes between the date of the first
notice and demand and the date of
payment.

(e) If a false or fraudulent return is
willfully made, the penalty under section
3612 (d) and (e), I. R. C., is 50 percent
of the total tax due for the entire period
involved, including any tax previously
paid.

Cf) Any person who willfully fails to
pay any tax due, file return, or keep rec-
ords, or who. attempts in any manner to
evade or defeat the tax, or who fraudu-
lently uses any exemption certificate au-
thorized by the regulations in this part, is
subject to a fine of $10,000, or imprison-
ment, or both, with costs of prosecution,
and is also liable to a penalty equal to
the amount of the tax not paid. These
penalties apply to an officer or employee
who, as such officer or employee, is un-
der a duty to perform the act in respect
of which the violation occurs, as well as
to a person who fails or refuses to per-
form any of the duties imposed by the
Code, i. e., pay the tax, make return, keep
records, supply information, etc.

(g) An internal-revenue officer dis-
covering in the course of his duty infor-
mation leading him to suspect a possi-
ble violation of any law with the enforce-
ment of which he is not directly con-
cerned should immediately report the
matter to the Commissioner, who Is au-
thorized to communicate with the proper
department involved.
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Part 317-Tax Imposed by the
Act Approved March 1, 1893,
As Amended, With Respect to
Certain Hydraulic Mining

Sec.
317.2 Definitions.
317.3 Rates of tax.
317.4 Liability for the tax.
317.5 Ascertainment of quantity mined.
317.6 Returns.
317.7 Due date and place for filing returns

and paying tax.
317.8 Penalties and interest.

AuTHonrry: §§ 317.2 to 817.8 issued under
sec. 23, 27 Stat. 510, as amended; 33 U. S. C.
683.

SouRcx: §§ 317.2 to 317.8 contained in
Treasury Decision 4952, 4 F. R. 4244.

§ 317.2 Definitions. As used in the
regulations in this part:

(a) The term "act" means "An Act
to create the California Debris Commis-
sion and regulate hydraulic mining in
the State of California" approved March
1, 1893, as amended (27 Stat. 507, 34
Stat. 1001, 48 Stat. 1118, 52 Stat. 1040;
33 U. S. C. 661-687).

(b) The term "person" means an in-
dividual, a trust, estate, partnership,
company or corporation.

(c) The term "Secretary" means the
Secretary of the Treasury.

(d) The term "Commissioner" means
the Commissioner of Internal Revenue.

(e) The term "collector" means the
collector of internal revenue.

(f) The terms "hydraulic mining" and
"mining by the hydraulic process" shall
have the meaning and application given
said terms In the State of California.

(g) The term "taxable year" means
the 12-month period ending on August
31st of each year for which the tax im-
posed by the act is payable.

§ 317.3 Rates of tax. (a) Under the
act the California Debris Commission
will determine and prescribe with respect
to each debris dam or other works the
rate of tax payable in the area served by
the particular debris dam or works.
The Secretary of the Army will notify
the Secretary of the Treasury of the rate
of tax fixed with respect to each debris
dam or works as such rate becomes
known.

(b) The tax is payable annually on the
basis of the number of cubic yards mined
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from the natural bank by the hydraulic
process during the taxable year.

§ 317.4 Liability for the tax. Liabil-
ity for tax attaches to any person en-
gaged at any time during the taxable
year in hydraulic mining in an area
served by any of the debris dams or other
works identified in § 317.1 if the debris
from such mining operations is in whole
or in part restrained by any of such de-
bris dams or works.

§ 317.5 Ascertainment of quantity
mined. Each person engaged in hy-
draulic mining operations within the
scope of the tax shall make or cause to
be made appropriate surveys of the
premises on which such hydraulic min-
ing operations are conducted for the
purpose of determining the cubic yard-
age mined from the natural bank. Such
surveys shall be made at the beginning
and end of hydraulic mining operations
in each taxable year by a licensed engi-
neer or other qualified agency having
prior approval of the California Debris
Commission, and shall conform to re-
quirements prescribed by the California
Debris Commission.

§ 3117.6 Returns. (a) Every person
liable for tax for any taxable year shall
prepare for such year a return in tripli-
cate on Form 1 (California Debris) in ac-
ordance with the instructions thereon
and in accordance with the regulations
in this part.

(b) The return shall show the identity
of the particular dam or other works re-
straining debris from the mine; the
name and location of the mine; the
name and address of the person to
whom the California Debris Commission
has issued a license to operate the mine;
the number and date of the license; the
name and address of the owner of the
mine; the dates on which hydraulic
mining operations began and ended
during the taxable year for which the
return is made; the number of cubic
yards mined by the hydraulic process
at the mine during the taxable year;
the rate of tax per cubic yard deter-
mined by the California Debris Com-
mission applicable to the particular
mine; the amount of tax due and pay-
able (cubic yards mined multiplied by
the rate of tax per cubic yard).

(c) With each return there must be
submitted a supporting affidavit of the
person who made the surveys at the mine
for the mining season covered by the

§ 317.2
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return (see § 317.5), stating that such
surveys were made in accordance with
requirements prescribed by the Califor-
nia Debris Commission.

(b) The return shall be made under
oath and verified before an officer duly
authorized to administer oaths.

§ 317.7 Due date and place for filing
returns and paying tax. The return for
each taxable year shall be filed in trip-
licate with, and the tax shall be paid to,
the collector at San Francisco, Cali-
fornia, on or before September 30th of
each year. The tax is due and payable
on such date without assessment by the
Commissioner or notice from the col-
lector.

§ 317.8 Penalties and interest. (a) In
the case of failure to file a return within
the prescribed time, a certain percentage
of the amount of the tax is added to the
tax unless the return is later filed and
failure to file the return within the pre-
scribed time is shown to the satisfaction
of the Commissioner to be due to reason-
able cause and not to willful neglect.
The amount to be added to the tax is 5
percent If the failure is for not more
than 30 days, with an additional 5 per-
cent for each additional 30 days or frac-
tion thereof during which failure con-
tinues, not to exceed 25 percent In the
aggregate.

(b) Where assessment is made, and
payment is not made within 10 days after
the issuance of the first notice and de-
mand (Form 17), there will accrue un-
der section 3655 of the Internal Revenue
Code a 5 percent penalty and interest
at the rate of 6 percent per annum com-
puted upon the entire assessment from
the date of issuance of Form 17 until
date of payment.

(c) If a claim for abatement is filed
with the collector within 10 days after
the date of the Issuance of the first notice
and demand, the 5 percent penalty does
not attach. If the assessment is not
paid within 10 days after receipt of no-
tice of rejection of the claim, the 5 per-
cent penalty applies. The filing of the
claim does not stay the running of in-
terest, which continues to run for the
full period that intervenes between the
date of the first notice and demand and
the date of payment.

(d) If a false or fraudulent return be
willfully made, the penalty under sec-
tion 3612 of the Internal Revenue Code is
50 percent of the total tax due. For

other penalties see section 3616 of the
Internal Revenue Code.
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Sec.
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319.46 Jeopardy assessment.
319.47 Stamps rendered useless, affixed in

error, or for which the owner has
no use.

319.48 Claims.
319.49 Refunds.

AUTHoRrrY: § § 319.1 to 319.49 issued under
53 Stat. 294, 467; 26 U. S. C. 2732, 3791.

SoURcE: §§319.1 to 319.49 contained in
Regulations 88, 6 P. R. 4935, except as noted
following sections affected. Redesignation
noted at 14 P. It. 5200.

SUBPART A-DEFINITIONS
§ 319.1 Meaning of terms. As used

in the regulations in this part:
(a) The terms defined in the pro-

visions of the Internal Revenue Code
shall have the meanings so assigned to
them.

(b) The term "muffler" or "silencer"
includes any device for silencing or di-
minishing the report of any portable
weapon, such as a rifle, carbine, pistol,
revolver, machine gun, submachine gun,
shotgun, fowling piece, or other device
from which a shot, bullet, or projectile
may be discharged by an explosive, and
is not limited to mufflers or silencers for
"firearms" as defined.

(c) The term "insular possessions"
Includes the Panama Canal Zone, the
Philippine Islands, the Virgin Islands,
Guam, Puerto Rico, American Samoa,
Wake, the Midway Islands, and Palmyra,
but does not include the Territory of
Hawaii.

(d) The term "Importation" means
the bringing of a "firearm" within the
limits of the "continental United States"
or of any Territory or "Insular posses-
sion" of the United States, from a place
outside thereof (whether such place be
a foreign country or territory subject to
the jurisdiction of the United States),
with Intent to unlade.

SUBPART B--SPECIAL TAXES
§ 319.3 Effective date of special taxes.

The special taxes on importers and man-
ufacturers, dealers other than pawn-
brokers, and pawnbrokers, became effec-
tive under the National Firearms Act on
July 26, 1934. The provisions of the
National Firearms Act were superseded,
effective February 11, 1939, by provisions
of the Internal Revenue Code.
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§319.4 Geographical scope of tax.
The special taxes imposed by the provi-
sions of law quoted are applicable only to
persons engaged in business within the
States of the United States and the Dis-
trict of Columbia. Liability to the spe-
cial taxes Is therefore not incurred by
persons doing business in the Territories
of Alaska and Hawaii, or the insular pos-
sessions.

§ 319.5 Rates of tax. (a) The special
taxes are as follows:

Per
yearClass 1. Importers or manufacturers of

"firearms" as defined (see § 319.1
(a)), except manufacturers in class2------------------------------- $500

Class 2. Prior to July 1, 1945, manu-
facturers Whose production of "fire-
arms" (see § 319.1 (a)) is limited
to guns with two attached barrels.
twelve inches or more in length,
from which only a single discharge
can be made from either bar-
rel without manual reloading, and
on and after July 1, 1945, man-
ufacturers of "firearms" whose pro-
duction is limited to guns with two
attached barrels, twelve inches or
more In length from which only a
single discharge can be made from
either barrel without manual re-
loading, or guns designed to be held
in one hand when fired and having
a barrel twelve Inches or more In
length from which only a single dis-
charge can be made without manual
reloading, or guns of both types--- $25

Class 3. Pawnbrokers, except those In
class 5 --------------------- 00

Class 4. Dealers, other than pawn-
brokers, except those in class 5.... 200

Class 5. Prior to July 1, 1945, dealers,
including pawnbrokers, whose deal-
Ing in "firearms" (see § 319.1 (a)
Is limited to guns with two attached
barrels, twelve inches or more In
length, from which only a single
discharge can be made from either
barrel without manual reloading,
and, on and after JUly 1, 1945, deal-
ers, Including pawnbrokers, whose
dealing in "firearms" Is limited to
guns with two attached barrels,
twelve inches or more In length,
from which only a single discharge
can be made from either barrel with-
out manual reloading, or guns de-
signed to be held in one hand when
fired, and having a barrel twelve
inches or more in length from which
only a single discharge can be made
without manual reloading, or guns
of both types --------------------- I

(b) The tax year begins July 1 and
ends June 30. Persons commencing busi-
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ness between August 1 and June 30 (both
dates inclusive) of any tax year must pay
a proportionate part of the annual tax.
Persons in business for only a portion of
a month are liable to tax for the entire
month. For example, a person com-
mencing business October 21 must pay
tax for nine months, or three-fourths of
the yearly rate.
[Regs. 88, 6 F. R. 4935, as amended by T. D.
5481, 10 F. R. 12549]

§ 319.6 Registry, return, and payment
o tax. Every person first engaging in
any business mentioned in this part must,
prior to commencing business, separately
for each place of business, register and
file return on Form 11-A (Firearms)
with, and pay the tax to, the collector
for the district in which such place is
located. Thereafter, such person must
register, file return, and pay the tax on
or before the 1st day of July of each year.
The collector will furnish the proper
form, which must be filled out, sub-
scribed, and attested as indicated therein.
Each return must show an individual's
full name. A person doing business un-
der a style or trade name must give his
own name, followed by his style or trade
name. In the case of a copartnership,
association, firm, or company, other than
a corporation, its style or trade name
must be given, also the name of each
member and his place of residence. In
the case of a corporation, the name and
title of each officer and his place of resi-
dence must be shown. The exact type
of business, whether manufacturer, im-
porter, pawnbroker, or dealer other than
pawnbroker, and the period for which
special tax is due, must be stated.

§ 319.7 Tax payment evidenced by
special tax stamp. (a) Upon receipt of
a return on Form 11-A (Firearms), ac-
companied by remittance of the full
amount due, the collector will issue a
special tax stamp as evidence of payment
of the special tax. Such payment must
be made in the form of cash, certified
check, or post office money order.

(b) Collectors will distinctly write or
print the taxpayer's registered name (see
§ 319.6), and the address of the particu-
lar place of business designated by street
and number, on the stamp before it is
delivered or mailed to the taxpayer.
Special tax stamps will be transmitted
by ordinary mail, unless it is desired that
they be transmitted by registered mail,
In which case 15 cents additional to pay

registry fee should be remitted with the
return.

(c) Immediately upon issuance of a
special tax stamp each collector should
forward to the Bureau a statement
showing the name and address of the
taxpayer, the kind and serial number of
the special tax stamp issued, the taxable
period covered thereby, and the amount
of tax paid.

(d) Collectors and their deputies are
forbidden to issue receipts in lieu of
stamps representing the payment of
special taxes.

§ 319.8 Special tax stamp to be posted.
Every special tax stamp issued to a tax-
payer must be kept posted conspicuously
on the premises where the business is
operated. One who falls so to post a
stamp thereby incurs liability to a pen-
alty, equal and in addition to the tax,
plus the costs of prosecution; but in no
case shall the penalty (not including the
costs of prosecution) be less than $10.
Where the failure is willful the penalty
is doubled. This liability is additional to
any and all liability otherwise Incurred.
(See § 319.10)

§ 319.9 Certificates in lieu of stamps
lost or destroyed. When a special tax
stamp has been lost or destroyed, such
fact should be reported to the collector
at once for the purpose of obtaining from
him a certificate of payment. Such cer-
tificate will be on Form 785, and must
be posted in place of the stamp; other-
wise liability as above indicated for fail-
ure to post the stamp will be incurred.
(See § 319.8)

§ 319.10 Several places of business.
Generally a taxpayer must pay as many
special taxes as he has places of business.
However, a manufacturer upon a single
payment of special tax may sell products
of his own manufacture at both the place
of manufacture and his principal office
or place of business, provided no prod-
ucts, except samples, are kept at said
office or place of business. Removal of
a business to a new location creates a
new liability unless the change of loca-
tion is registered with the collector, as
provided in § 319.16.

§ 319.11 Dual occupations incur dual
liability. In any case where more than
one taxable business is carried on by the
same person at the same location at the
same time, special tax in respect to each
must be paid.
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§ 319.12 Partnership liability. Any
number of persons doing business in co-
partnership at any one location shall be
required to pay but one special tax. The
firm name is the only name required on
a special tax stamp issued to a part-
nership.

§ 319.13 Change o1 ownership---(a)
Changes through death. Whenever any
person who has paid special tax dies, the
surviving spouse or child, or executors
or administrators, or other legal repre-
sentatives, may carry on such business
for the remainder of the term for which
tax has been paid without any additional
payment, subject to the conditions stated
in this part. If the surviving spouse or
child, or executors or administrators, or
other legal representatives of the de-
ceased taxpayer continue the business,
such person must within 30 days after
the date of the death of the taxpayer
execute a new Form 11-A (Firearms).
The return thus executed must show the
name of the original taxpayer, together
with all other data required. (As to
liability in case of failure to register, see
§ 319.16.)

(b) Changes from other causes. A
receiver or referee in bankruptcy may
continue the business under the stamp
issued to the taxpayer at the place and
for the period for which the tax was
paid. An assignee for the benefit of
creditors may continue business under
his assignor's special tax stamp without
incurring additional special tax liability.
In such cases the change must be regis-
tered with the collector in a manner sim-
ilar to that required by paragraph (a) of
this section.

(c) Changes in firm. When one or
more members of a firm or partnership
withdraw, the business may be continued
by the remaining partner or partners
under the same special tax stamp for the
remainder of the period for which the
stamp was issued to the old firm. The
change shall, however, be registered ir
the same manner as required in para-
graph (a) of this section. Where new
partners are taken into a firm, the new
firm so constituted may not carry on
business under the special tax stamp of
the old firm. The new firm must make
return and pay its own special tax reck-
oned from the 1st day of the month in
which it began business, even though the
name of such firm be the same as that of
the old. Where the members of a part-
nership which has paid special tax form

Page 732

a corporation to continue the business,
a new special tax stamp must be taken
out in the name of the corporation.

(d) Change in corporation. A corpo-
ration may, upon application to the col-
lector, change its name without creating
a new special tax liability, if the stamp
is forwarded to the collector for proper
notation within 30 days. An increase
in the capital stock of the corporation
does not create a new special tax liability
if the laws of the State under which it
is incorporated permit such increase
without the formation of a new corpora-
tion. A stockholder in a corporation who
after its dissolution continues the busi-
ness incurs new special-tax liability.

§ 319.14 Change of business loca-
tlon-(a) Procedure by taxpayer.
Whenever a special-tax payer removes
his business to a location other than
specified in his last special tax return
(see § 319.6), he shall, within 30 days
after the date of removal, register the
change of location with the collector of
the district within which the old place
of business is located, by filing another
return, Form 11-A (Firearms), and des-
Ignated "removal registry," setting forth
the time of removal. The taxpayer's
special tax stamp must accompany the
return for notation by the collector of
the change of location. As to liability
in case of failure to register a change of
location within 30 days, see § 319.16.

(b) Procedure by collector: Removal
within district. When registration is
made by a special-tax payer in the man-
ner specified in paragraph (a) of this
section, of the removal of his business
to a new location in the same district,
the collector will enter on his Record
10 (see § 319.19) the place to which such
removal was made and the date of the
removal. The same information shall
also be entered plainly on the face of
the special tax stamp, which will be re-
turned to the taxpayer, by the collector,
for posting.

(c) Procedure by collector: Removal
to another district. In case of removal
to another collection district, the col-
lector will note the transfer on his
Record 10, stating the location to which
the business was removed, and shall
then transmit the special tax stamp to
the collector for the district to which
said business was removed. The latter
will make an entry on his Record 10
as in the case of original registration in
his district, correct the location shown
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on the stamp, and note also thereon his
name, title, date, and district, and then
forward the stamp to the taxpayer.

§ 319.15 Penalty for failure to pay
special tax. Persons carrying on a busi-
ness within the scope of section 3260,
I. R. C., without payment of special tax
within the time prescribed (see § 319.6)
are liable, in addition to the amount of
the tax and other penalties, to fine and
imprisonment as provided In section
2729, I. R. C.

§ 319.16 Liability for failure to register
change or removal. Any person succeed-
Ing to and carrying on a business for
which special tax has been paid and any
taxpayer removing his business, with
respect to which special tax has been
paid, to a place other than that for which
tax was paid, without registering such
change or removal within 30 days there-
after, will be liable to the additional tax
and penalty prescribed in section 3612
(d), I. R. C. for failure to make return
(see § 319.17), as well as to fine and im-
prisonment for carrying on business
without payment of special tax. (See
§ 319.15.)

§ 319.17 Penalties for delinquency and
fraudulent return. (a) In case of fail-
ure to file a return within the prescribed
time, a certain percentage of the amount
of the tax is added to the tax unless the
return is later filed and failure to file the
return within the prescribed time is
shown to the satisfaction of the Com-
missioner to be due to reasonable cause
and not to willful neglect. The amount
to be added to the tax is 5 percent if
the failure is not for more than 30 days,
with an additional 5 percent for each
additional 30 days or fraction thereof
during which failure continues, not to
exceed 25 percent in the aggregate.

(b) If a false or fraudulent return is
filed, the taxpayer is liable to an addi-
tional amount equal to 50 percent of the
total tax. If a person liable to tax for
an entire year falsely states in his re-
turn that he is liable for a portion only
of the year, the return is false not only
as to the portion of the year not covered
but as to the portion falsely represented
as the actual period of liability.

§ 319.18 State regulations. Special
tax stamps are merely receipts for the
tax. Payment of tax under Federal law
confers no privilege to act contrary to
State law. One to whom a special tax
stamp has been issued may still be pun-

ishable under a State law prohibiting or
controlling the manufacture or transfer
of firearms. On the other hand, com-
pliance with State law confers no im-
munity under Federal law. Persons who
engage in the manufacture, or transfer,
of firearms, in violation of the law of a
State, are nevertheless required to pay
special tax as imposedunder the internal
revenue laws of the United States.

§ 319.19 Public record of special-tax
payers. The list required by section 3275,
I. R. C., shall be kept on Record 10 (see
§ 319.14), and may be inspected in the
collector's office at reasonable and proper
times.

SUBPART C-TRANSFER TAX

§ 319.21 Effective date. The tax on
the transfer of firearms became effective
under the National Firearms Act on July
26, 1934. The applicable provisions of the
National Firearms Act were superseded,
effective February 11, 1939, by provisions
of the Internal Revenue Code.

§ 319.22 Scope of tax. Except as
otherwise provided (see §§ 319.28 and
319.29), each transfer of a firearm within
the continental United States is subject
to tax to be represented by an adhesive
stamp bearing the words "Firearms Act"
to be affixed to the order for the firearm.
(See §§ 319.25 and 319.42.)

§ 319.23 Rate of tax. The transfer
tax to be levied, collected, and paid
with respect to all articles within the
term "firearm" (see § 319.1 (a)) trans-
ferred in the continental United States
is at the rate of $200 for each firearm,
except that prior to July 1, 1945, the rate
of tax is $1 upon the transfer of any gun
with two attached barrels, twelve inches
or more but less than 18 (16 in the case
of rifles of .22 caliber or less) inches in
length, from which only a single dis-
charge can be made from either barrel
without manual reloading, and, on and
after July 1, 1945, the rate of tax is $1
upon the transfer of any gun with two
attached barrels, twelve inches or more
but less than 18 (16 in the case of rifles
of .22 caliber or less) inches in length,
from which only a single discharge can
be made from either barrel without man-
ual reloading, or any gun designed to be
held in one hand when fired and having
a barrel twelve inches or more but less
than 18 (16 in the case of rifles of .22
caliber or less) inches in length, from
which only a single discharge can be
made without manual reloading. In

Page 133

§ 319.23



Title 26-Internal Revenue

every case the tax shall be paid by the
transferor.
IT. D. 5481, 10 P'. R. 12549]

§ 319.24 Transfer tax in addition to
import duty. The transfer tax imposed
by section 2720 (a) is in addition to any
import duty. (See § 319.33.)

§ 319.25 Written order required for
transfer of firearm. (a) Except as other-
wise provided, every person seeking to ob-
tain a firearm must make an application
in duplicate to the transferor on order
Form 4 (Firearms). The application
shall show (1) the name and address of
the applicant, and, if the applicant is
other than a natural person, the name
and address of the principal officer or
authorized representative thereof; and
(2) the place where the firearm will
usually be kept.

(b) If the applicant is an individual,
he shall attach to each copy of the appli-
cation an individual photograph of him-
self taken within 90 days prior to the
date of such application, affix his finger-
prints, and furnish such other data as
Form 4 (Firearms) requires. The finger-
prints must be clear for accurate classi-
fication and should be taken before some-
one properly equipped to take them. The
application must be supported by a cer-
tificate of the local chief of police, sheriff
of the county, United States attorney,
United States marshal, or such other per-
son whose certificate may in a particular
case be acceptable to the Commissioner,
that he is satisfied that the fingerprints
and photograph appearing on the appli-
cation are those of the applicant and that
the firearm is intended by the applicant
for lawful purposes.

(c) The transferor must furnish the
information called for on the form relat-
ing to the serial number, model, trade
name, and other marks identifying the
firearm.

(d) The application for transfer (order
Form 4 (Firearms)) must be forwarded,
in duplicate, by the transferor direct to
the Commissioner of Internal Revenue,
Washington, D. C. A "Firearms Act"
stamp of the proper denomination ($200
or $1) must be affixed to the original
order form and properly canceled (see
§ 319.26) prior to forwarding. The Com-
missioner, if satisfied that the forms have
been correctly prepared, and that the
original bears the required stamp, prop-
erly canceled, will return the original to
the transferor for delivery to the appli-

cant, and will retain the duplicate. No
order forms will be approved If the fin-
gerprints are smudged. Upon receipt of
the approved order form, the transferor
may deliver the firearm to the applicant,
together with the original order form
with the "Firearms Act" stamp attached
thereto.

(e) Where a firearm transferred.on or
after July 26, 1934, is to be subsequently
transferred, a new order form covering
such proposed transfer must, when filed
with the Commissioner, be accompanied
by the previously approved order form
for each prior transfer. Such order
forms will be returned by the Commis-
sioner to the present transferor for de-
livery to the applicant.

(f) In the event that an order form is
executed and stamp affixed without the
transfer of the firearm being made, the
transferor may file a claim on Form
843 (see § 319.48) for redemption of the
stamp.

§ 319.26 Cancellation. The person af-
fixing a "Firearms Act" stamp shall can-
cel it by writing or stamping thereon,
in ink, his initials, and the day, month,
and year, or shall, by cutting with a
machine or punch, affix his initials and
the date as aforesaid, in such manner as
to render it unfit for reuse. The can-
cellation shall not so deface the stamp
as to prevent its denomination and gen-
uineness from being readily determined.

§ 319.27 Stolen or lost firearms or
documents-(a) Firearms. Whenever
any firearm is stolen or lost, the person
losing possession thereof shall, immedi-
ately upon discovery of such theft
or loss, make a report under oath to
the Commissioner of Internal Revenue,
Washington, D. C., showing the follow-
ing: (1) Name and address of the person
in whose name the firearm is registered,
(2) kind of firearm, (3) serial number,
(4) model, (5) caliber, (6) manufacturer
of firearm, (7) date and place of theft or
loss, and (8) complete facts and circum-
stances surrounding such theft or loss.

(b) Documents. When any order
form, certificate of registry, exemption
certificate, or other document evidencing
possession of a firearm is stolen, lost, or
destroyed, the person losing possession
shall immediately upon discovery of the
theft, loss, or destruction report the mat-
ter to the Commissioner of Internal Rev-
enue, Washington 25, D. C. The report
shall be under oath showing in detail
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the circumstances of the theft, loss, or
destruction and shall include all known
facts which may serve to identify the
document. Upon receipt of the report,
the Commissioner shall make such in-
vestigation as appears appropriate and
may issue a duplicate document upon
such conditions as the circumstances
warrant.

§ 319.28 Special-tax payers. (a) The
transfer tax and the requirements as to
use of order forms (see § 319.25) are not
applicable where importers, manufactur-
ers, and dealers who have registered and
paid special tax transfer to other manu-
facturers or dealers who have registered
and paid special tax. However, such im-
porters, manufacturers, and dealers must
keep the records required by § 319.38, and
make the returns required by § 319.39.

(b) Before a tax-free transfer is made,
the transferor must satisfy himself that
the transferee is a registered special-tax
payer. If not fully satisfied, he should
communicate with the collector of the
district in which the transferee is located.
Where tax-free transfers to unauthorized
persons are made, tax and penal liability
will be incurred.

§ 319.29 Peace officers and Federal
officers. (a) The following are hereby
designated as officers entitled to receive
firearms without order forms (see
§ 319.25).: Sheriffs, chiefs of police, com-
missioners of police, superintendents or
other chief officers of State police units,
including State highway patrols, and di-
rectors of public safety. Additional offi-
cers may be designated by the Commis-
sioner from time to time as in his
judgment seems proper. Order forms
are not required for procurement of fire-
arms by Federal law enforcement agen-
cies. A peace officer or Federal officer
obtaining firearms for official use should
do so through or in the name of the or-
ganization with which he is connected.

(b) Transfers under section 2721 (a),
I. R. C., may be made prior to forwarding
Form 5 (Firearms) to the Commissioner,
but see § 319.30.

§ 319.30 Application for exemption.
(a) Where a transfer is claimed to be
exempt from tax under section 2721 (a),
I. R. C. (see § 319.29), an application for
exemption must be immediately executed
by the transferor in triplicate on Form 5
(Firearms), and the original forwarded
to the Commissioner of Internal Rev-
enue, Washington 25, D. C., the duplicate

retained by the transferor, and the trip-
licate furnished to the transferee. The
application must be supported by the
evidence required thereby and any addi-
tional evidence relied upon by the trans-
feror or which may be required by the
Commissioner.

(b) Before a tax-free transfer is made,
the transferor should satisfy himself of
the exempt status of the transferee and
the bona fides of the transaction. If not
fully satisfied, he should communicate
with the Commissioner and report all the
circumstances and await the Commis-
sioner's advice before making the trans-
fer.

(c) If transfers to unauthorized per-
sons, or transfers otherwise unwar-
ranted, are made, tax and penal liability
will be incurred.
[Regs. 88, 6 F. R. 4935, as amended by T. D.

5832, 13 F. R. 3734]

SUBPART D-REGISTRATION AND INDENTIFI-
CATION OF FIREARMS

§ 319.31 Registration of firearms.
Under section 3261 (b), I. R. C., every
person having in the continental United
States a firearm (a) possessed by him on
July 26, 1934 (the effective date of the Na-
tional Firearms Act), not already regis-
tered, or (b) acquired since that date not
in conformity with the provisions of part
VIII, subchapter A, chapter 27, and sub-
chapter B, chapter 25, of the Internal
Revenue Code, must register such fire-
arm on Form 1 (Firearms), in duplicate,
with the collector for the district in
which such person resides. The dupli-
cate form, after proper endorsement, will
be returned to the registrant by the col-
lector and the original forwarded to the
Commissioner.

§ 319.32 Identification of firearms.
Each manufacturer and importer of a
firearm shall identify it by stamping, or
otherwise conspicuously placing or caus-
ing to be stamped or placed thereon, in a
manner not susceptible of being readily
obliterated or altered, the name and loca-
tion of the manufacturer or importer;
and the serial number, caliber, and model
of the firearm. None of the data indi-
cated may be omitted except with the
approval of the Commissioner.

SUBPART E-IMPORTATION AND EXPORTATION
§ 319.33 Importation. (a) The burden

of proof is affirmatively on any person
importing or bringing a firearm into the'
continental United States, or, on or after
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March 15, 1946, Puerto Rico, the Virgin
Islands, Hawaii, or Alaska, to show to the
satisfaction of the Secretary, prior to im-
portation (see § 319.1 (a)), that the fire-
arm is to be lawfully used and is unique
or of a type unobtainable within the
United States or such Territory or pos-
session. One desiring to import or bring
a firearm into the continental United
States, or, on or after March 15, 1946,
Puerto Rico, the Virgin Islands, Hawaii,
or Alaska shall file application in dupli-
cate on Form 6 (Firearms) with the
Commissioner of Internal Revenue. The
application shall show the intended port
or place of importation and describe the
firearm intended for importation accu-
rately and in detail, including, as far as
practicable, the data indicated by
§ 319.32. The reasons for the proposed
importation and the purposes for which
the firearm is intended must be clearly
shown. To justify importation it must
be satisfactorily demonstrated that the
desired firearm is unique or of a type un-
obtainable without importation. If
uniqueness is claimed, it must be specifi-
cally indicated in what particulars the
firearm is unique. If the application is
based on alleged unobtainability, the dif-
ferences between the desired firearm and
other firearms of the same general char-
acter obtainable without importation
must be clearly shown. The applicant
will be notified of the approval or dis-
approval of the application. If it is ap-
proved, the certificate will be returned
to the applicant to be filed with the col-
lector of customs at the port of impor-
tation. Collectors of customs will not
permit release of the firearm from cus-
toms custody, except for exportation,
unless covered by an approved applica-
tion.

(b) The importation of firearms into
a Territory or possessions of the United
States other than continental United
States, and, on and after March 15, 1946,
Puerto Rico, the Virgin Islands, Hawaii,
and Alaska will be under the control of
the governing authorities of such Terri-
tory or possessions. (See § 319.36.)

(c) Any person importing or bringing
a firearm into the continental United
States is subject to tax upon the subse-
quent transfer of such firearm, which tax
is additional to any duty upon the impor-
tation of the firearm. An importer (see
section 2733 (d), I. R. C.) of firearms is
subject to the requirements as to forms

and records, the same as a domestic man-
ufacturer.
[T. D. 5501, 11 F. R. 2770]

§ 319.34 Exemption from tax. (a)
One desiring to export a firearm free of
transfer tax must file with the Commis-
sioner an application for exemption cer-
tificate in duplicate on Form 5 (Fire-
arms). The application shall be sup-
ported by a certified copy of a written
order or contract of sale showing that
the firearm is to be shipped to a for-
eign destination, and such other satis-
factory evidence of intended exportation
as may be required by the Commissioner.
Where there is no order or contract of
sale a statement of the circumstances
which establish the right of exemption
from transfer tax shall be included.

(b) Where it is desired that a transfer
to the exporter shall be tax free the
transferor shall likewise file an applica-
tion for a certificate of exemption sup-
ported by evidence that the transfer will
start the firearm in course of exportation.

(c) If the application is approved, the
Commissioner will execute the exemption
certificate and return the duplicate to
the applicant. Shipment shall not be
made without payment of transfer tax
until the approved certificate is received.

(d) Issuance of the certificate will sus-
pend assertion of tax liability for a pe-
riod of six months from the date of is-
suance. Within this 6-month period
there must be furnished to the Commis-
sioner satisfactory evidence of exporta-
tion consisting of (1) a copy of the
export bill of lading, or (2) a certifi-
cate by the agent or representative of
the export carrier showing actual ex-
portation of the article; and (3) a cer-
tificate of landing signed by a customs
officer of the foreign country to which
the article is exported, or (4) where
such foreign country has no customs
administration, a sworn statement of
the foreign consignee covering the re-
ceipt of the article. Issuance of exemp-
tion certificates and furnishing of the
required evidence will relieve from lia-
bility the actual exporter and one selling
to the exporter for export. Where sat-
isfactory evidence of actual exportation
is not furnished within the stated period
the tax will be assessed.

(e) The procedure indicated will not
be necessary in the case of transfers for
export between registered taxpayers.
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NOTE: Treasury Decision 5536, Sept. 10,
1946, 11 F. R. 10282, provides in part as fol-
lows: On and after October 1, 1946, the pro-
cedure outlined in § 319.34 shall be followed
with respect to sale by manufacturers and
producers of the articles enumerated in chap-
ters 25 and 29 of the Internal Revenue Code,
when such articles are sold to foreign gov-
ernments for export.
[Regs. 88, 6 F. R. 4935, as amended by T. D.

5536, 11 F. R. 10282]

§ 319.35 Refunds. (a) Where, after
payment of tax by the manufacturer, a
firearm is exported, a claim for refund
on Form 843 may be submitted.

(b) If a manufacturer waives all claim
for refund of tax paid on a firearm which
is exported, refund may be made to the
exporter. A claim for refund by an ex-
porter of tax paid by a manufacturer
should be accompanied by waiver of the
manufacturer and proof of tax payment
by the latter.

§ 319.36 Territories and insular pos-
sessions. (a) Transfers of firearms to
persons in the Territories and Insular
possessions of the United States are ex-
empt from transfer tax, provided title
in cases involving change of title (and
custody or control, in cases not involving
change of title) does not pass to the
transferee or his agent in the continental
United States. However, such exempt
transactions must be covered by ap-
proved exemption certificates and sup-
porting documents corresponding to
those required in the case of firearms
exported to foreign countries, except that
the Commissioner may vary the require-
ments set forth in this part in accord-
ance with the requirements of the gov-
erning authority of a Territory or insular
possession. Exemption certificates cov-
ering shipments to Territories and in-
sular possessions will not be approved
without compliance with the require-
ments of the governing authorities
thereof.

(b) In the case of a nontaxable con-
signment to a person In a Territory or
possession of the United States, the
exemption extends only to such consign-
ment and not to prior transfers. A trans-
fer to the person making such consign-
ment is taxable.

SUBPART F-ADMINISTRATIVE PROVISIONS

§ 319.38 Records. (a) Every manu-
facturer, importer, and dealer (including
pawnbroker) shall make and keep at his
place of business a record showing (1)
the manufacture, receipt, transfer, or

other disposition of all firearms taxable
under the Code, (2) the date of such
manufacture, receipt, transfer, or dis-
position, (3) the number, model, and
trade name or other mark Identifying
each firearm, and (4) the name and ad-
dress of the person to whom any firearm
is transferred or otherwise conveyed.

(b) This record must be preserved for
a period of at least four years from the
date of disposition of the firearm, and be
at all times readily accessible for inspec-
tion.

§ 319.39 Returns. (a) Immediately
upon the manufacture, receipt, transfer,
or other disposition of any firearm every
manufacturer, importer, dealer other
than pawnbroker, and pawnbroker, shall
execute an .accurate return under oath
on either Form 2 (Firearms) or Form 3
(Firearms), in triplicate, setting forth
the Information called for in § 319.38,
above. All transactions occurring dur-
ing a single day may be included in one
return filed at the close of that business
day. These returns shall be filed in du-
plicate with the collector of the district
wherein the business of the person mak-
ing the return is located. The original
will be forwarded to the Commissioner,
and the duplicate retained by the col-
lector. The triplicate will be retained by
the person making the return for a period
of four years and be at all times readily
accessible for inspection.

(b) Return forms will be supplied by
collectors of internal revenue upon appli-
cation.

§ 319.40 Failure to make returns;
substitute returns. (a) If any person
required by the regulations in this part
to make returns shall fail or refuse to
make any such return within the time
prescribed by the regulations in this part
or designated by the Commissioner, then
the return shall be made by an internal
revenue officer upon inspection of the
books, but the making of such return by
an Internal revenue officer shall not re-
lieve the person from any default or
penalty incurred by reason of failure to
make such return.

(b) Any officer designated by the
Commissioner shall have authority to
examine the books, papers, and records
kept pursuant to the regulations in this
part, and may require the production of
any books, records, papers, or statements
of account necessary to determine any
liability to the tax or the observance of
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the provisions of the regulations In this
part.

(c) Any person failing to keep records
or make returns is liable to fine and im-
prisonment as provided In section 2729,
I. R. C.

(d) Any person assisting in the prepa-
ration of fraudulent returns is liable to
fine and imprisonment as provided in
section 3793 (b) (1), I. R. C.

§ 319.41 Orders for stamps. (a) Each
order for stamps to be used under the
regulations in this part shall be made in
writing to the collector or duly author-
ized deputy collector in the Internal rev-
enue district in which the stamps are to
be used, showing the date of the order,
the number of firearms stamps applied
for, and the name and address of the
purchaser, and shall be signed In ink by
the purchaser.

(b) The collector shall preserve the
orders for stamps sold by him for at
least four years.

§ 319.42 Stamps authorized. $1 and
$200 adhesive stamps bearing the words
"Firearms Act" have been prepared and
distributed, and only such stamps shall
be used for the payment of the transfer
tax.

§ 319.43 Reuse of stamps prohibited.
A stamp once affixed to one instrument
can not lawfully be removed and affixed
to another.

§ 319.44 Assessment of taxes not paid
by stamp. (a) In cases where the trans-
fer tax has not been paid and the tax-
payer refuses to execute Form 4
(Firearms) and affix the stamp, the
transfer tax shall be reported for assess-
ment. When an assessment is paid a
receipt on Form 1 will be issued. In
those instances where stamps are pur-
chased and affixed to the order, receipt
on Form 1 will not be issued. (See
§ 319.25.)

(b) Special tax which the taxpayer
refuses or fails to pay may likewise be
reported for assessment.

§ 319.45 Notice and demand for tax:
Penalty and interest. (a) Where assess-
ment Is made, and payment is not made
within 10 days after the issuance of the
first notice and demand (Form 17), there
will accrue under section 3655, I. R. C., a
5 percent penalty and interest at the rate
of 6 percent per annum computed upon
the entire assessment from the date of is-
suance of Form 17 until date of payment.
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Where assessment Is settled by partial
payments, interest is computed at the
above-prescribed rates from the date of
the first 10-day notice through the date
of first payment and on the balance
from the next succeeding day to the date
of the next payment until the assesss-
ment is paid In full.

(b) If a claim for abatement is filed
with the collector within 10 days after
the date of the issuance of the first notice
and demand, the 5 percent penalty does
not attach. If the assessment Is not
paid within 10 days after receipt of no-
tice of rejection of the claim, the 5 per-
cent penalty applies. The filing of the
claim does not stay the collection of
interest, which continues to run for the
full period that intervenes between the
date of the first notice and demand and
the date of payment.

§ 319.46 Jeopardy a s s e s s m e n t.
(a) Whenever, In the opinion of the
collector, it becomes necessary to protect
the interests of the Government by ef-
fecting immediate collection of tax, the
matter shall be promptly reported to the
Commissioner by telegram or letter
showing the reasons therefor. The com-
munication must state the full name and
address of the person involved, the kind
and amount of tax due, and the period
involved, so that the Commissioner can
Immediately assess the tax, together
with all penalties and interest due. Such
tax, penalties, and interest will, upon
assessment, become immediately due and
payable, and the collector shall, without
delay, issue a notice and demand for
payment thereof in full.

(b) The collection of the whole or any
part of the amount of such assessment
may be stayed by filing with the col-
lector a bond in such amount, not ex-
ceeding double the amount with respect
to which the stay is desired, and with
such sureties as the collector deems nec-
essary, conditioned upon the payment
of the amount, collection of which is
stayed, at the time at which such amount
would normally be due.

(c) Upon refusal to pay, or failure
to pay or give bond, the collector shall
proceed immediately to collect the tax,
penalty, and interest, by distraint, with-
out regard to the 10-pay period after
notice and demand prescribed in section
3690. (See § 319.45.)

§ 319.47 Stamps rendered useless, af-
fixed in error, or for which the owner
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has no use. Where a purchaser receives
stamps from the Government which
have been rendered useless by gumming
or sticking together, they may be ex-
changed by a collector for other stamps
of exactly the same quantity and denom-
ination. Amounts paid for stamps ren-
dered useless by gumming or sticking
together after receipt by the purchaser,
or used in excess, or on instruments not
actually effective, or on instruments not
subject to tax, or for which the owner
has no use, may be refunded, upon claim
properly presented to the collector.

§ 319.48 Claims. All claims for the
redemption of or allowance for stamps
must be presented to the collector on
Form 843 within four years after the pur-
chase of said stamps from the Govern-
ment. In filing a claim for the redemp-
tion of or allowance for stamps, the
stamps involved should be submitted
therewith, or if it is impracticable to
remove the stamps from the instruments
to which they are attached, they should
be presented to a deputy collector or
other internal revenue representative,
who shall write on the face of the stamps
the words "Claim for refund filed" and
attach to the claim a statement showing
that such indorsement has been made.
In any case where the actual date of
purchase of the stamps from the Gov-
ernment can not be given, it must be
definitely shown in the claim whether
they were so purchased from the Gov-
ernment within four years prior to the
date of filing of the claim.

§ 319.49 Refunds. As indicated in
this part, the transfer tax is ordinarily
paid by the purchase and affixing of
stamps, while special tax stamps are is-
sued in payment of special taxes. How-
ever, in exceptional cases, such taxes may
be paid pursuant to assessment. (See
§ 319.44.) Claims for refund of amounts
so paid must be presented to the collector
on Form 843 within four years next after
payment of the taxes.

Part 320-Retailers' Excise
Taxes

Sec.
320.1
320.2
320.3

-320.4
320.5
320.6

Subpart A-General Provisions

Meaning of terms.
Effective period.
Liability for tax.
When tax attaches.
Basis of tax on sales, generally.
Charges for coverings, containers,

etc., generally.

Sec.
320.7
320.8

320.9

320.10

Exclusion of tax.
Exclusion of charges for transporta-

tion, delivery, etc., generally.
Discounts and adjustments, gener-

ally.
Basis of tax on leases, installment

sales, conditional sales, and sales
under chattel mortgage arrange-
ments.

Subpart B-General Exemptions

320.20 Sales to States or political subdivi-
sions thereof and to the United
States.

320.21 Sales for export.
320.22 Shipments to possessions of the

United States.
320.23 Sales for resale.

Subpart C-Jewelry, Etc.

320.30 Scope of tax.
320.31 Jewelry.
320.32 Pearls, precious and semiprecioUs

stones, and imitations thereof.
320.33 Articles made of, or ornamented,

mounted or fitted with, precious
metals or imitations thereof.

320.34 Watches and clocks.
320.35 Gold, gold-plated, silver, or sterling

flatware, or hollow ware, and silver-
plated hollow ware.

320.36 Opera glasses, lorgnettes, marine
glasses, etc.

320.37 Exemptions.
320.38 Rate of tax.

Subpart D-Furs

320.40 Scope of tax.
320.41 Fur articles made from pelts fur-

nished by customers.
320.42 Rate of tax.

Subpart E-Toilet Preparations, Etc.

320.50 Scope of tax.
320.51 Rate of tax.
320.52 Sales to beauty parlors, etc.

Subpart F-Luggage

320.60 Scope of tax.
320.61 Rate of tax.

Subpart G-Miscellaneaus Provisions

320.70 Returns.
320.71 Payment of taxes.
320.72 Records.
320.73 Jeopardy assessment.
320.74 Returned goods; price adjustments.
320.75 Sales by beauty parlors, etc.
320.76 Credits and refunds generally.
320.77 Penalties and interest.

AUTHoRITy: §§ 320.1 to 320.77 issued under
53 Stat. 467, 55 Stat. 720; 26 U. S. C. 2410,
3791.

NoTE: Order, Acting Secretary of the Treas-
ury, June 30, 1947, 12 F. R. 4397, authorized
the exemption from the taxes imposed by
chapters 19 and 29 of the Internal Revenue
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Code (26 U. S. C., Chapters 19 and 29), with
respect to articles sold on or after June 1,
1944, to any corporation created by act of
Congress to act in matters of relief under the
treaty of Geneva of August 22, 1864 (Ameri-
can Red Cross), for its exclusive use, at a
price not including such taxes.

Nom: Redesignation noted at 14 F. R. 5200.

SUBPART A-GENERAL PROVISIONS

§ 320.1 Meaning of terms. As used
in the regulations in this part:

(a) The terms defined in the ap-
plicable provisions of law shall have the
meanings so assigned to them.

(b) The phrase "every person who sells
at retail" means any person engaged in
the business of selling articles to a pur-
chaser at retail.

(c) The term "exporter" means the
person named as shipper or consignor in
the export bill of lading.

(d) The term "exportation" means the
severance of an article from the mass of
things belonging within the United States
with the intention of uniting it with the
mass of things belonging within some
foreign country or within a possession of
the United States.

(e) The term "possession of the United
States" includes the Philippine Islands,
the Panama Canal Zone, the Virgin
Islands, Guam, Puerto Rico, American
Samoa, Wake, Palmyra, and the Midway
Islands.

(f) The term "sale" means an agree-
ment whereby the seller transfers the
property (that is, the title or the sub-
stantial incidents of ownership) in goods
to the buyer for a consideration called
the price, which may consist of money,
services, or other things.

(g) The term "taxable article" means
any article taxable under chapter 19
of the Internal Revenue Code.

(h) The term "vendor" includes a
lessor.

(i) The term "purchaser" includes
a lessee.

(j) The term "armed forces of the
United States" means the "military or
naval forces of the United States" as
defined by section 3797 (a) (15) of the
Code, as amended by section 511 of the
Revenue Act of 1942.
[Regs. 51, 6 F. R. 4965, as amended by T. D.

5191, 7 F. R. 10129]

§ 320.2 Effective period. (a) The
taxes imposed under chapter 19 of the
Internal Revenue Code are applicable to

articles sold or leased on and after Octo-
ber 1, 1941. The amendment by section
613 of the Revenue Act of 1942 of section
2400, I. R. C., relating to the tax on
jewelry, etc.; the amendment by section
623 of the Revenue Act of 1942 of section
2402 (b), I. R. C., relating to the sale and
use of toilet preparations by beauty par-
lors, etc., and the amendment by section
618 of the Revenue Act of 1942 of section
2405, I. R. C., relating to leases, condi-
tional sales, etc., became effective in each
case on November 1, 1942.

(b) The provisions of section 302 of
the Revenue Act of 1943, relating to the
increases in the rates of tax on jewelry,
etc., fur articles, and toilet preparations,
the imposition of the retailers' excise tax
on luggage, etc.; the amendment by sec-
tion 303 of the Revenue Act of 1943 of
section 2401, I. R. C., relating to persons
making fur articles from pelts furnished
by customers; the amendment by section
302 of the Revenue Act of 1943 affecting
section 2405, relating to leases, condi-
tional sales, existing contracts, etc.; and
the amendment by section 310 of the
Revenue Act of 1943 of section 2400, ex-
empting silver-plated flatware from the
tax on jewelry, etc., become effective in
each case on April 1, 1944. The amend-
ment made by section 307 of the Revenue
Act of 1943 of section 2406 (a), I. R. C.,
terminating the exemption with respect
to the sale of articles for the exclusive
use of the United States, becomes effec-
tive on June 1, 1944.
[Regs. 51, 6 F. R. 4965, as amended by T. D.
5191, 7 F. R. 10129, T. D. 5353, 9 F. R. 3540]

§ 320.3 Liability for tax. (a) Every
person who sells at retail any article cov-
ered by the regulations in this part, or
leases such article, is liable for tax
whether such sale or lease is made di-
rectly or through an agent.

(b) Under section 1652 (c), I. R. C., as
added by section 302 of the Revenue Act
of 1943, if certain conditions exist, the
liability for the retailer's tax on luggage,
etc., and the increases in existing re-
tailers' taxes, imposed by the Revenue
Act of 1943, Is shifted from the retailer to
the vendee. (See § 320.10.)

(c) The conditions under which such
liability is shifted are as follows: first,
there must be a bona fide contract made
by a retailer prior to April 1, 1944, for the
sale on or after such date of an article
with respect to which a retailers' excise
tax is imposed, or the rate of an 'ex-
isting retailers' excise tax is increased,
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by the Revenue Act of 1943; second, the
contract must not provide for the addi-
tion of such tax or increase in tax to
the amount payable under such con-
tract; and third, the contract must not
expressly, or by implication, prohibit
such addition to the contract price.
Where these conditions are present the
vendee becomes liable for the tax or
additional tax imposed by the Revenue
Act of 1943. In all other cases, the lia-
bility remains upon the retailer and the
full amount of the tax is payable by him.

(d) A contract which provides that the
tax shall be paid by the vendor, or other-
wise negatives any addition to the con-
tract price, is regarded as prohibiting
an addition of the tax to such price.

(e) A vendee who is required to pay the
tax shall make payment thereof to the
vendor at the time the sale is consum-
mated, and the tax shall be returned and
paid to the collector by the vendor.
(See § 320.70.) In case of a failure or
refusal by the vendee to pay the tax to
the vendor, the vendor shall report the
facts to the Commissioner for direct col-
lection of the tax from the vendee.
[Regs. 51, 6 F. R. 4965, as amended by T. D.
5353, 9 F. R. 35411

§ 320.4 When tax attaches. (a) In
general, the tax attaches when the title
to the article sold passes from the retailer
to a purchaser.

(b) When title passes is dependent
upon the intention of the parties as gath-
ered from the contract of sale and the
attendant circumstances. In the absence
of expressed intention, the legal rules
of presumption followed in the jurisdic-
tion where the sale is made govern In
determining when title passes. Gen-
erally, title passes upon delivery of the
article to the purchaser or to a carrier
for the purchaser.

(c) In the case of a sale on credit, it
is immaterial whether or not the pur-
chase price is actually collected.

(d) Where an article is consigned to
any person for sale at retail and the
consignor maintains control over the
terms and prices for which the article
may be sold by the consignee, the con-
signor is considered to be the "person
who sells at retail" when the consignee
sells the taxable article.

(e) Where an article is consigned to
any person for sale at retail and the con-
signor maintains no control over the
terms and prices for which the article

may be sold at retail by the consignee,
such consignee is considered the "person
who sells at retail" when such article is
sold by him.

(f) In the case of an installment sale,
where title does not pass until a future
date, a conditional sale, or a lease, a pro-
portionate part of the tax attaches on
each payment. See § 320.10.
[Regs. 51, 6 F. R. 4965]

§ 320.5 Basis of tax on sales, gener-
ally. (a) The tax is imposed on the sale
by the retailer of any of the articles enu-
merated in the regulations in this part.
The provisions of law quoted above em-
body the rules for determining the sale
price, which is the basis of the tax. In
general, this should be the retailer's ac-
tual price at the point of distribution or
sale. In determining the sale price, for
tax purposes, there shall be included any
charge incident to.placing the article in
condition packed ready for shipment.
There shall be excluded (1) the amount
of the tax, whether or not billed as a
separate item, and (2) (subject to the
provisions of § 320.8) transportation, de-
livery, insurance, installation, or other
charges (not required by the preceding
sentence to be included). There may
also be excluded the amount of any retail
sales tax imposed by any State or Terri-
tory or political subdivision of the fore-
going, or the District of Columbia,
whether the liability for such tax is im-
posed on the vendor or vendee, but such
amount shall be excluded only if stated
as a separate charge (and in the exact
amount of tax) on the invoice, bill, or
other memorandum of sale rendered to
the purchaser.

(b) Where articles are sold on credit,
the tax is to be returned and paid to the
collector of internal revenue during the
month succeeding that in which the sales
are made, even though the price may not
be paid to the retailer until a later date.

(c) The sale price of any article cov-
ered by the regulations in this part may
be payable in whole or in part in property
Thus, where a dealer accepts an article
in trade as partial or full payment for
the purchase price of any taxable article,
the amount allowed for the article ac-
cepted in trade but not less than the
fair market value thereof, must be in-
cluded in the determination of the tax
due on such sale. If the article accepted
in such a "trade-in" transaction is one
covered by the regulations in this part,
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the resale thereof will be subject to the
tax.

(d) The giving of a premium in con-
sideration of the return of wrappers,
labels, coupons, trading stamps, or other
scrip, delivered or sold in connection
with the sale of a commodity, constitutes
a taxable transaction, and the person so
giving the premium is considered to be
one who sells at retail.
[Regs. 51, 6 F. R. 4965]

§ 320.6 Charges for coverings, con-
tainers, etc., generally. Any charges for
coverings, containers, etc., incident to
placing an article in condition packed
ready for shipment shall be included as
a part of the sale price for the purpose
of computing the tax. Therefore, the
amount paid for the article and its cov-
ering or container is the basis for com-
puting the tax even though a separate
charge for such covering or container is
billed on the invoice.'
[Regs. 51, 6 F. R. 4966]

§ 320.7 Exclusion of tax-(a) Federal
tax. (1) The tax Imposed by chapter 19
of the Internal Revenue Code on the re-
tailer's sale of an article is by statute not
a part of the taxable price of the article.
Where the Federal tax is billed as a sep-
arate item, the amount thereof should
be excluded in determining the sale price
upon which the tax is to be computed.
Where the Federal tax is not billed as a
separate item, It will be presumed that
the amount of the tax Is included in the
price charged for the article, and such
amount will be excluded by an appropri-
ate computation in determining the tax-
able sale price.

(2) Thus, where an article is sold for
$100 and an additional sum of $10 is
billed as tax, it is clear that $100 is the
taxable sale price and $10 the amount of
tax due thereon at the prescribed rate of
10 percent. Where the article is sold
for $100 with no separate billing or in-
dication of the amount of the tax, it will
be presumed that the tax is included in
the $100, and the tax computed accord-
ingly on the basis of a sales price ex-
clusive of the tax. Since the rate of tax
is 10 percent, the billed price of $100
represents the taxable sales price (100
percent) plus the tax due thereon (10
percent), or 110 percent. Since 10 per-
cent is 'A of 110. percent, the tax
may be computed on the basis of a sales
price exclusive of the tax by taking 'A,
of the billed price.

(b) State and local taxes. (1) A re-
tail sales tax imposed by a State, or Ter-
ritory, or political subdivision of the
foregoing, or by the District of Columbia,
may be excluded from the taxable price
of an article only when billed as a sep-
arate item; if not so billed, the amount
of such tax must be included in the tax-
able sales price.

(2) This exclusion relates to State or
local taxes imposed with respect to the
sale of the article, regardless of whether
the vendor or vendee is liable for pay-
ment of the tax. However, it does not
include other levies, as, for example, a
State income tax payable by a retailer
upon the net profits derived from his
operations.

(3) Where the amount of any State
or local retail sales tax is excluded from
the taxable sales price of an article, the
taxpayer must retain a copy of the in-
voice, bill, or other memorandum of sale
rendered the purchaser or other evi-
dence satisfactory to the Commissioner
to show that the amount of the retail
sales tax so excluded was stated as a sep-
arate charge.
[Regs. 51, 6 F. R. 4966]

§ 320.8 Exclusion of charges for trans-
portation, delivery, etc., generally.
Charges for transportation, delivery, in-
surance, installation, and other charges
actually incurred in connection with the
delivery of an article to a purchaser pur-
suant to a bona fide sale, are to be ex-
cluded in computing the tax.
[Regs. 51, 6 F. R. 4966]

§ 320.9 Discounts and adjustments.
generally. (a) Readjustments in sale
price (such as allowable discounts, re-
bates, bonuses, etc.) can not be an-
ticipated. The tax must be based upon
the original price unless the readjust-
ments have actually been made prior to
the close of the month in which the tax
upon the sale is returned. However, if
the price upon which the tax was com-
puted is subsequently readjusted, a
proper credit may be taken against the
tax due on a subsequent return, or an
appropriate claim for refund may be
filed. (See § 320.76.)

(b) Commissions to agents, or allow-
ances, payments, or adjustments made
to persons other than the retailer's ven-
dee, are not deductible from the sale
price under any conditions for purposes
of computing the tax.
[Regs. 51, 6 F. R. 4966]

Page 142

§ 320.6



Chapter I-Bureau of Internal Revenue

§ 320.10 Basis of tax on leases, install-
ment sales, conditional sales, and sales
under chattel mortgage arrangements.
(a) Special provision is made in the law
for computing taxes due in the case of
leases of articles, installment sales, so-
called conditional sales and sales made
on and after November 1, 1942 (see
§ 320.2) under chattel mortgage arrange-
ments. The term "lease" means a con-
tinuous right to the possession or use of
a particular article for a period of time.
It does not include the use of an article
merely as occasion demands, but the
contract must give the lessee the right
to possess or use the article, without in-
terruption, for a period of time.

(b) Where an article is (1) leased by
the retailer, (2) sold under an install-
ment-payment contract with title re-
served, (3) sold under a conditional-sale
contract with payments to be made in in-
stallments, or (4) sold on or after No-
vember 1, 1942 under a chattel mortgage
arrangement, with payments to be made
in installments, a proportionate part of
the total tax shall be paid upon each
payment made with respect to the article.
The tax Is to be returned and paid to
the collector during the month following
that in which the payment is made.

(c) In the case of an article taxable
under sections 2400, I. R. C. (relating to
jewelry, etc.), and 2401, I. R. C. (relating
to furs), the tax does not apply when (1)
the lease, or installment sale, or condi-
tional sale contract, (2) delivery of the
article under the contract, and (3) pay-
ment of a part of the consideration, were
made prior to October 1, 1941. In the
case of an article sold prior to November
1, 1942, under a chattel mortgage ar-
rangement, the tax is payable upon the
full sales price at the time the sale was
made, regardless of whether provision is
made for the payment of the sales price
in installments.

(d) If (1) the lease, installment sale,
conditional sale, or chattel mortgage ar-
rangement, (2) delivery of the article
under the contract, and (3) payment of a
part of the consideration, were made
prior to April 1, 1944, the tax due is at
the rate in force on March 31, 1944, and
not at the increased rate provided for
in section 1650 of the Internal Revenue
Code, as amended by section 302 of the
Revenue Act of 1943.

(e) In the case of articles taxable
under section 1651 of the Internal Reve-
nue Code, as added by section 302 of the

Revenue Act of 1943, (relating to luggage,
etc), the tax does not apply if (1) the
lease; or installment sale, or conditional
sale contract, or chattel mortgage ar-
rangement, (2) delivery of the article
under the contract, and (3) payment of
a part of the consideration, were made
prior to April 1, 1944.
[T. D. 5191, 7 F. R. 10130 as amended by
T. D. 5353, 9 F. R. 3541]

SUBPART B-GENERAL EXEMPTIONS
§ 320.20 Sales to States or political

subdivisions thereof and to the United
States. (a) Under section 2406 (a), I. R.
C., prior to the amendment thereof by
section 307 (a) (1) of the Revenue Act of
1943, no tax attaches to articles sold by
the retailer direct to the United States,
any State, Territory of the United States,
or any political subdivision of the fore-
going, or the District of Columbia, for
its exclusive use, provided the exempt
character of the sale is established as
required by the regulations in this part.
By virtue of the amendment of section
2406 (a), sales of articles by the retailer
to the United States on or after June 1,
1944, are not exempt from tax, unless the
sale' is made pursuant to a contract
entered into prior to such date, or to any
agreement or change order supplemental
to such contract bearing the same Gov-
ernment contract number.

(b) To establish the right to exemp-
tion from tax where the sale of an arti-
cle is made by the retailer direct to the
United States, any State, Territory of
the United States, or any political sub-
division of the foregoing, or the District
of Columbia, for its exclusive use, it Is
necessary that (1) the retailer have defi-
nite knowledge prior to or at the time
of sale, that the article is purchased for
such use, and (2) he obtain from an
authorized officer of the United States,
the State, Territory of the United States,
political subdivision, or District of Co-
lumbia, as the case may be, and retain
in his possession a properly executed
exemption certificate in the form pre-
scribed by this section.

(c) Where the certificate is obtained
subsequent to the sale but prior to the
time the retailer is required to file a re-
turn covering taxes due for the month
during which the sale was made he
should include the tax on such sale in
his return for that month, in the item
"Total tax due," but may deduct an
amount equivalent to the tax applica-
ble to such sale and pay the net tax re-
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sulting, making appropriate explanation
either on the face of the return or on a
rider attached thereto. If the certificate
Is not so obtained, the retailer must in-
clude the tax on such sale In his return
for the month In which the sale was
made. However, If the certificate is later
obtained a claim for refund of tax paid
may be filed on Form 843, or a credit
taken upon a subsequent return, but such
action must be taken within the 4-year
period of limitation prescribed by sec-
tion 3313, I. R. C.

(d) The certificate required by this
section must include an agreement that
if the articles covered thereby are used
otherwise than for the exclusive use of
the United States, the State, Territory,
political subdivision, or the District of
Columbia, as the case may be, or if any
of such articles are resold to employees or
others, a responsible officer of the United
States, State, Territory, or political sub-
division, or the District of Columbia, as
the case may be, will report and pay the
tax on such sales to the collector for the
district in which the sale is made.

(e) The certificate required by this
section shall be in substantially the, fol-
lowing form:

EXEMPTON CERITCATE

(For use by United States, States, Terri-
tories, or political subdivisions thereof, or
the District of Columbia.)

--------------------- , 19_.
(Date)

The undersigned hereby certifies that he
Is...................................

(Title of officer)
o f --- ----- -- ---- --- --- ------ --- -------- -- -

(United States, State, Territory, or politi-

cal subdivision, or District of Columbia)
- - and that he is authorized to

execute this certificate and that the article
or articles specified in the accompanying
order or on the reverse side hereof, are pur-
chased from ------------------ for the ex-

(Name of company)
clusive use of ------------ of

(Government unit) (United States,

State, Territory, or political subdivision, or

District of Columbia)
It is understood that the exemption from

tax in the case of sales of articles under this
exemption certificate to the United States,
States, etc., is limited to the sale of articles
purchased for their exclusive use, and it Is
agreed that if articles purchased tax free
under this exemption certificate are used
otherwise or are sold to employees or others,
such fact will be reported and tax paid by

me to the collector of internal revenue for
the district in which the sale was made. It
is also understood that the fraudulent use
of this certificate to secure exemption will
subject the undersigned and all guilty parties
to a fine of not more than $10,000, or to im-
prisonment for not more than five years, or
both, together with costs of prosecution.

-(Signature)
(Title of officer)

(f) If it is impracticable to furnish a
separate certificate for each order or
contract, a certificate covering all orders
between given dates (such period not to
exceed a month) will be acceptable.
Such certificates and proper records of
invoices, orders, etc., relative to tax-free
sales must be retained as provided in
§ 320.72. If, upon inspection, it is dis-
covered that a retailer's records with re-
spect to any sale claimed to be tax free
do not contain a proper certificate, as
outlined above, with supporting invoices
and such other evidence as may be nec-
essary to establish the exempt character
of the sale, tax shall be payable by the
retailer on such sale.

(g) The articles covered by the exemp-
tion certificate must be fully identified
as to nature, quantity, and date of sale.
[Regs. 51, 6 F. R. 4967, as amended by T. D.
5353, 9 P. R. 3541]

§ 320.21 Sales for export. (a) To ex-
empt from tax a sale for export it is nec-
essary that two conditions be met,
namely, (1) that the article be identified
as having been sold by the retailer for
export and (2) that it be exported in due
course.

(b) In order to establish exemption
from tax in the case of the sale of a tax-
able article for export it is necessary that
the retailer maintain adequate records
and have in his possession documentary
evidence showing that the article was so
sold.
[Regs. 51, 6 F. R. 4967]

§ 320.22 Shipments to possessions of
the United States. (a) The same provi-
sions as relate to sales for export and
proof of exportation will apply to sales
for shipment to a possession of the United
States if the articles are in due course
so shipped. (See §§ 320.1 and 320.21.)

(5) This exemption does not apply
with respect to sales of articles for ship-
ment to the Territories of Alaska and
Hawaii for the reason that these Terri-
tories are by a statutory definition in-
cluded in the term "United States."
[Regs. 51, 6 F. R. 49671
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§ 320.23 Sales for resale. (a) All sales
of taxable articles by persons engaged in
the business of selling such articles at
retail are presumed to be sales at retail,
unless the character of a sale as a sale
for resale is evidenced either (1) by a
"retailers' exemption certificate" fur-
nished by the purchaser in the form out-
lined in this section, or (2) by equivalent
proof of exemption.

(b) The following is the prescribed
form of retailers' exemption certificate:

RETAms' EXEMPTION CERTIFIcATE

(Date)
The undersigned purchaser hereby certifies

that he is engaged under the name of

(Name under which purchaser operates)
located at ------------- in selling at retail

(Address)
articles subject to retailers' excise tax; that
the article or articles specified and fully iden-
tified in the accompanying order, or on the
reverse side hereof, are purchased from
----------------------- for resale; and that

(Name of vendor)
the retailers' excise tax payable in respect of
retail sales of luggage, etc., under section
1651 of the Internal Revenue Code, and in
respect of retail sales of jewelry, etc., furs,
and toilet preparations under sections 2400,
2401 and 2402, respectively, and for the war
period under section 1650, will be reported
in returns filed by the undersigned with the
Collector of Internal Revenue at

The undersigned understands that he must
be prepared to establish by competent evi-
dence that the articles were actually pur-
chased for the purpose stated and that the
tax due thereon was paid to the Government.

It is also understood that the fraudulent
use of this certificate to secure exemption will
subject the undersigned and all guilty parties
to a fine of not more than $10,000.00, or to
imprisonment for not more than five years,
or both, together with costs of prosecution.

(Name)

(Address)

(c) The proof of exemption.considered
equivalent to a "retailers' exemption cer-
tificate" is not restricted to any particular
form, but must be in writing and show
the name under which the purchaser is
engaged in business, his business address,
his intention to resell the articles at
retail and pay tax thereon, and the
Collector of Internal Revenue to whom
the tax will be paid.

(d) Where the certificate of exemption
or equivalent proof, as outlined in this
section, is not procured by the retailer

from the purchaser prior to or at the
time the retailer files his return for the
month in which the sale for resale is
made, the retailer must include the tax
on such sale in such return. However, if
the certificate or equivalent proof is later
obtained, a claim on Form 843 for refund
of the tax may be filed by the retailer or
he may take credit upon a subsequent re-
turn, but such action must be taken
within the 4-year period of limitation
prescribed by section 3313, I. R. C. (See
§ 320.76.)

(e) If it is impracticable to furnish a
separate certificate or equivalent proof
for each purchase order, a single certifi-
cate, or equivalent proof, covering all
sales between given dates (the period not
to exceed a month) will be acceptable.

(f) The certificates of exemption or
equivalent proof and proper records of
invoices, orders, etc., relative to tax-free
sales must be retained by the vendor sell-
ing for resale as provided in § 320.72 and
must be readily accessible for inspection
by internal revenue officers.

(g) Notwithstanding that an exemp-
tion certificate or equivalent proof with
respect to any sale Is obtained by the
vendor, the latter shall be liable for the
tax if in fact the sale is at retail.

(h) The provisions of this section apply
to sales of toilet preparations in all cases
except sales to operators of beauty par-
lors, etc. For special provisions relating
to tax-free sales of toilet preparations to
operators of beauty parlors, etc. see
§ 320.52.
[T. D. 5475, 10 F. R. 11343)

SUBPART C--JEWELRY, ETC.

§ 320.30 Scope of tax. The tax at-
taches to the sale by the retailer of:

(a) All articles commonly or commer-
cially known as jewelry, whether real or
Imitation, regardless of the substance of
which made, Including articles to be car-
ried in the hand, or hung on the arm,
or carried or worn on the person, which
are made of, ornamented, mounted or
fitted with, pearls, precious or semi-
precious stones, or imitations thereof;

(b) Pearls, precious and semiprecious
stones and imitations thereof;

(c) All other articles made of, orna-
mented, mounted or fitted with, precious
metals or imitations thereof;

(d) Articles specifically mentioned in
section 2400, I. R. C., such as watches,
clocks, cases and movements therefor,
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gold, gold-plated, silver, or sterling flat-
ware or hollow ware, and silver-plated
hollow ware; opera glasses; lorgnettes;
marine glasses; field glasses; and binocu-
lars.
[Regs. 51, 6 F. R. 4965, as amended by T. D.
6353, 9 F. R. 3542]

§ 320.31 Jewelry. (a) Jewelry in gen-
eral includes articles designed to be worn
on the person or apparel for the purpose
of adornment and which in accordance
with custom or ordinary usage are worn
so as to be displayed, such as rings,
chains, brooches, bracelets, cuff buttons,
necklaces, earrings, beads, etc. The tax
Is imposed on the sale of any of such
articles at retail, regardless of the sub-
stance of which made and without ref-
erence to their utilitarian value or pur-
pose, unless for a purpose specifically ex-
empted by law.

(b) Jewelry also includes articles to be
carried in the hand, or hung on the arm,
or carried or worn on the person, whether
in pocket or bag or under the outer gar-
ments, such as cigarette cases, eyeglass
cases, pencils, powder boxes, garter
buckles, canes, purses or handbags, if
made of, or ornamented, mounted or
fitted with, pearls, precious or semi-
precious stones, or Imitations thereof.
Such articles are likewise subject to tax
without regard to their utilitarian value
or purpose. (But see § 320.33 as to the
taxability of articles where made of, or
ornamented, mounted or fitted with,
precious metals or imitations thereof, and
§ 320.61 relating to the taxability of
purses, handbags, pocketbooks, etc.).

(c) For purposes of the tax, it Is im-
material whether jewelry Is real or imita-
tion.
[T. D. 5102, 6 F. R. 6349, as amended by T. D.
5353, 9 F. R. 3542]

§ 320.32 Pearls, precious and semi-
precious stones, and imitations thereof.
The tax Is imposed on the sale at retail
of all pearls and precious or semipre-
cious stones, regardless of whether such
pearls, precious or semiprecious stones
are real or imitations, cut or uncut,
whether drilled, mounted, or matched,
and whether temporarily or permanently
strung and whether with or without
clasps. Beads are subject to the tax as
jewelry If the beads are strung ready for
use. The sale of loose beads is not sub-
ject to the tax unless such beads are
pearls, precious or semiprecious stones,
or Imitations thereof. (But see § 320.31
for the taxability of certain articles
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where made of, or ornamented, mounted
or fitted with, pearls, precious or semi-
precious stones, or imitations thereof.)
[Regs. 51, 6 F. R. 4968, as amended by T. D.
5102, 6 F. R. 6350]

§ 320.33 Articles made of, or orna-
mented, mounted or fitted with, precious
metals or imitations thereof. (a) The
tax is imposed on the sale at retail of any
article, as distinguished from those ar-
ticles commonly or commercially known
as jewelry as described in § 320.31, which
are made of, or ornamented, mounted or
fitted with, precious metals or imitations
thereof. The term "precious metals" in-
cludes platinum, gold, silver, and other
metals of similar or greater value. The
term "imitations thereof" Includes plat-
ings and alloys of such metals. Any
article, for example, photograph frames,
book ends, ash trays, vanity cases, mesh
bags, cigarette cases, etc., glassware,
china, pottery, and like articles, which is
ornamented with gold, silver, or other
precious metals or imitations thereof, is
subject to the tax.

(b) Examples of other articles which
become subject to the tax when orna-
mented, mounted or fitted with, precious
metals or imitations thereof are um-
brellas, walking sticks, cigarette lighters,
shoe buckles, etc. If, in the case of a
fountain pen sold on or after October 1,
1941, a smokers' pipe sold on or after
November 1, 1942, or a mechanical pencil
sold on or after September 1, 1945, the
only parts which consist of precious
metals are essential parts not used for
ornamental purposes, such fountain
pen, smokers' pipe, or mechanical pencil
is not subject to the tax. Such essential
parts of a fountain pen are the pen point,
lever clip, and the plain narrow band or
bands placed on the cap for the purpose
of preventing the cap from splitting or
expanding. Such essential part of a
smokers' pipe is the plain narrow band or
bands placed on the shank of the pipe to
prevent the shank from splitting. Such
essential parts of a mechanical pencil are
the tapered point holding the lead for
writing, the clip, and the plain narrow
band or bands placed on the barrel or
cap, or both, for the purpose of prevent-
ing such part or parts from splitting or
expanding. The tax will attach if the
band or bands on a fountain pen, me-
chanical pencil, or smokers' pipe consist
of precious metals or imitations thereof
and have a combined width of more than
% of an inch, or if the fountain pen,
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mechanical pencil, or smokers' pipe has
any parts other than the essential parts
enumerated above which are made of,
or ornamented, mounted or fitted with,
precious metals or imitations thereof.
[Regs. 51, 6 F. R. 4968, as amended by T. D.

5191, 7 F. R. 10129, T. D. 6353, 9 F. R. 3542;
T. D. 5479, 10 F. R. 121151

§ 320.34 Watches and clocks. The
tax is imposed on the sale at retail of
watches and clocks or cases and move-
ments therefor. The term "watches
and clocks" includes all time-measuring
devices whether actuated by weights,
springs, or electrical energy, except
watches sold on and after November 1,
1942, which are designated especially for
use by the blind. (See § 320.2.)
[Regs. 51, 6 F. R. 4968, as amended by T. D.
5191, 7 F. R. 10129]

§ 320.35 Gold, gold-plated, silver, or
sterling flatware or hollow ware, and sil-
ver-plated hollow ware. (a) The tax is
imposed on the sale at retail of any gold,
gold-plated, silver, or sterling flatware
or hollow ware, and any silver-plated
hollow ware. The terms "flatware and
hollow ware" include all articles com-
monly or commercially known and sold
as such in the trade. Any gold, gold-
plated, silver, silver-plated, or sterling
article which is not so known or sold in
the trade as flatware or hollow ware, is
subject to the tax as an article made of,
ornamented, mounted or fitted with
precious metals or imitations thereof.

(b) No tax attaches to the sale at re-
tail of any article commonly or commer-
cially known or sold in the trade as
"silver-plated flatware".
[T. D. 5353, 9 F. R. 3542]

§ 320.36 Opera glasses, lorgnettes,
marine glasses, etc. The tax is imposed
on the sale at retail of opera glasses,
lorgnettes, marine glasses, field glasses,
or binoculars. These articles are specifi-
cally enumerated in the Code and the
terms used are held to include only those
which are portable instruments. Arti-
cles known as marine glasses, field
glasses, and similar optical instruments
which by reason of their size or weight
are ordinarily mounted upon tripods or
other bases, are not subject to the pro-
visions of section 2400, I. R. C.
[Regs. 51, 6 F. R. 4968, as amended by T. D.
5353, 9 F. R. 35421

§ 320.37 Exemptions. (a) Under the
specific provisions of the Code the tax
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does not attach to the sale on and after
October 1, 1941, of surgical instruments,
frames or mountings for spectacles or
eye-glasses, or articles used for religious
purposes; nor does the tax attach to the
sale on and after November 1, 1942, of
buttons, insignia, cap devices, chin
straps, and other devices prescribed for
use in connection with the uniforms of
the armed forces of the United States.
(See § 320.2.) For definition of "armed
forces of the United States," see
§ 320.1 (j). For exemptions in the case
of certain kinds of fountain pens, me-
chanical pencils, smokers' pipes, and
watches, see §§ 320.33 and 320.34.

(b) The phrase "articles used for re-
ligious purposes" means articles of a
description ordinarily taxable but which
are commonly used in religious devotion.
However, an article commonly used for
non-religious purposes may be sold tax
free if purchased from the retailer for
use exclusively for religious purposes.

(c) Where an article otherwise tax-
table is sold for religious purposes and
the article is of such nature as to be us-
able for non-religious as well as religious
purposes, for example, crosses, candle-
sticks, vases, etc., the retailer must have
in his possession a statement from the
consumer certifying that the article was
purchased solely for religious purposes in
order to establish his right to exemption
from the tax on the sale. However, if the
article is of such nature as to be usable
only for religious purposes, for example,
a crucifix, rosary, chalice, etc., a state-
ment from the purchaser or consumer
will not be required to establish the tax
exemption.
[Regs. 51, 6 F. R. 4968, as amended by T. D.
5353, 9 F. R. 3542, T. D. 5479, 10 F. R. 121151

§ 320.38 Rate of tax. With respect to
articles sold during the period October 1,
1941, through March 31, 1944, both dates
inclusive, the tax is payable by the re-
tailer at the rate of 10 percent of the
price for which sold. With respect to
articles sold on or after April 1, 1944,
the tax is payable by the retailer at the
rate of 20 percent of the price for which
sold, except that in the case of watches
selling at retail for $65 or less, and alarm
clocks selling at retail for $5 or less, the
tax is at the rate of 10 percent of the
price for which sold. The price for which
an article is sold shall be determined in
accordance with the provisions of
§§ 320.5 to 320.10, inclusive, and § 320.74.
[T. D. 5558, 12 F. R. 2559]
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SUBPART D-FURS

§ 320.40 Scope of tax. (a) The tax at-
taches to the sale by the retailer of cer-
tain articles as follows:

(1) Articles made of fur on the hide
or pelt sold on or after October 1, 1941;

(2) Articles of which fur on the hide
or pelt is the component material of
chief value sold during the period Octo-
ber 1, 1941, through March 31, 1947,
both dates inclusive; and

(3) Articles of which fur on the hide
or pelt is a component material, the
value of which is more than three times
the value of the next most valuable com-
ponent material, sold on or after April 1,
1947.

(b) The tax does not apply to sales of
raw fur.

(c) The tax is not confined to the sale
of fur articles used as wearing apparel
but applies to sales of any fur article suit-
able for any use, such as fur rugs, fur
robes, etc.

(d) In determining, for the purposes of
paragraph (a) (2) and (3) of this section
whether the sale of an article of which
fur is a component material is subject to
tax, the value of such fur at the time of
assemblage of the article must be com-
pared to the value of each other single
component at such time.

(e) Where fur is a component material
of an article and exemption with respect
to the sale of such article is claimed on
the ground that the value of the fur as
compared with that of the most valuable
of the other component materials is not
such as to render the sale taxable under
paragraph (a) (2) or (3) of this section,
the retailer must maintain adequate rec-
ords or have in his possession proper doc-
umentary evidence to establish that fact
to the satisfaction of the Commissioner.
In the absence of such records or docu-
mentary evidence, the tax must be paid
with respect to the sale of such article at
retail.
[T. D. 5558, 12 F. R. 25591

§ 320.41 Fur articles made from pelts
furnished by customers. (a) On and after
April 1, 1944, where a person, who is
engaged in the business of dressing or
dyeing fur skins or of manufacturing,
selling, or repairing fur articles, produces
a taxable fur article from fur on the hide
or pelt furnished, directly or indirectly,
by a customer, and the article is for the
use of, and not for resale by, such cus-

tomer, the transaction shall be deemed to
be a sale at retail and the person produc-
ing the article shall be deemed to be the
person selling such article at retail for
the purposes of the tax.

(b) The tax applicable to such trans-
actions is to be computed upon the fair
retail market value of the finished article,
as determined by the Commissioner.
Generally the fair retail market value
may be considered as the retail sales price
for which the same or a similar finished
article is sold by retailers generally in the
ordinary course of the retail trade.
[T. D. 5353, 9 F. R. 3542]

§ 320.42 Rate of tax. With respect to
articles sold during the period October 1,
1941, through March 31, 1944, both dates
Inclusive, the tax is payable by the re-
tailer at the rate of 10 percent of the
price for which sold. With respect to
articles sold on or after April 1, 1944,
the tax is payable by the retailer at the
rate of 20 percent of the price for which
sold. The price for which an article is
sold shall be determined in accordance
with the provisions of §§ 320.5 to 320.10,
inclusive, and § 320.74.
[T. D. 5558, 12 F. R. 25591

SUBPART E-TOILET PREPARATIONS, ETC.
§ 320.50 Scope of tax. (a) The tax

attaches to the sale by the retailer of the
articles enumerated in section 2402, I. R.
C., and similar articles commonly or com-
mercially known as toilet articles, which
are used or applied, or intended to be used
or applied, for toilet purposes. Any arti-
cle advertised or held out for toilet pur-
poses, or for any purpose for which the
articles enumerated in the law are cus-
tomarily used, will be subject to the tax
regardless of the name by which it may
be known or distinguished. The tax at-
taches to the sale by the retailer of any
preparation which is used or applied or
intended to be used or applied for toilet
purposes or used in connection with the
bath or care of the body, or applied to the
clothing as a perfume or to the body as a
toilet article. The fact that any particu-
lar product, preparation, or substance
coming within the scope of this law may
have, or be held out to have, a medicinal,
stimulating, remedial, or curative value
does not exempt it from the tax, if it is
used, or held out for use, as an adjunct to
the toilet or for toilet purposes.

(b) Shampoo oils and liquids of the
so-called "soapless" variety are taxable
as toilet preparations. Witch hazel; bay
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rum; bath crystals and salts; deodorants
for personal use; hair and scalp lotions
for treatment of falling hair, dandruff,
etc.; foot powder; face creams and lo-
tions; hand lotions; lipsticks; rouges,
face powders; eyebrow and eyelash mas-
cara; eye shadow creams; eau de cologne;
brilliantine and hair oils; baby oils and
baby powders; oils, creams, etc., for the
prevention of sunburn; rose water and
glycerine; breath sweetening pellets
other than chewing gum or. candy;
sachets; stain removers for use in re-
moving ink, berry, and other stains from
the body; nail lacquers, cuticle remov-
ers and softeners, polish removers, etc.;
depilatories; eye washes; after shav-
ing lotions; theatrical make-up; hair
bleaches and dyes; permanent waving
solutions; toilet pumice; styptics; pore
cleansers; and suntan oils, are examples
of the type of article taxable under this
section, but the exclusion from this list
of an article otherwise within the scope
of the articles enumerated in section
2402 will not operate to exclude such
article from the taxable class.
fRegs. 51, 6 F. R. 4968, as amended by T. D.
5353, 9 F. R. 35421

§ 320.51 Rate of tax. With respect to
articles sold during the period October
1, 1941, through March 31, 1944, both
dates inclusive, the tax is payable by
the retailer at the rate of 10 percent of
the price for which sold. With respect
to articles sold on or after April 1, 1944,
the tax is payable by the retailer at the
rate of 20 percent of the price for which
sold. The price for which an article is
sold shall be determined in accordance
with the provisions of §§ 320.5 to 320.10,
Inclusive, and § 320.74.
[T. D. 5558, 12 F. R. 2559]

§ 320.52 Sales to beauty parlors, etc.-
(a) Sales made during the period Octo-
ber 1, 1941, through October 31, 1942,
both dates inclusive. Any person who,
during the period October 1, 1941,
through October 31, 1942, both dates in-
clusive, sells toilet preparations taxable
under section 2402 (a), I. R. C., to another
person operating a barber shop, beauty
parlor, or similar establishment, whether
for use in the operation thereof or for re-
sale purposes, shall be deemed to have
sold such articles at retail and must make
a return and pay tax on all such sales as
provided in §§ 320.70 and 320.71. Where
the operator of a barber shop, beauty
parlor, or. similar establishment resells

such articles at retail, he is liable on the
resale for the tax imposed by section
2402 (a). However, in determining the
tax to be paid by the operator on such
resales before November 1, 1942, a credit
may be taken in the amount of the tax
paid by the operator's vendor under sec-
tIon 2402 (a). (See § 320.15.)

(b) Sales made on and after November
1, 1942. (1) Any person who, on and
after November 1, 1942 (see § 320.2), sells
toilet preparations taxable under section
2402 (a) to another person operating a
barber shop, beauty parlor, or similar es-
tablishment for use In the operation
thereof and not for resale, shall be
deemed to have sold such articles at re-
tail and must make a return and pay tax
on all such sales as provided in § 320.70.
No tax attaches to the sale of such arti-
cles on and after November 1, 1942, to
any person operating a barber shop,
beauty parlor, or similar establishment
for the express purpose of resale.

(2) The sale of any article described
In section 2402 (a) to any person oper-
ating a barber shop, beauty parlor, or
similar establishment shall be presumed
to be made for use in the operation
thereof, unless (I) at the time of sale,
the vendor Is furnished by the vendee
with a "certificate of purchase for re-
sale" substantially in the form as out-
lined in this section, or (i1) (if such cer-
tificate Is not furnished at that time) the
vendor has written evidence at the time
of sale showing that the sale is made
for resale and the vendor Is subsequently
furnished with a "certificate of purchase
for resale". Where the "certificate of
purchase for resale" is not furnished at
the time of sale, the evidence required to
be had by the vendor is not restricted to
any particular form of document, so long
as such evidence is in writing and shows
that the sale is made for resale and not
for use in the operation of the barber
shop, beauty parlor, or similar establish-
ment.

(3) Where a sale Is made for resale
purposes and the "certificate of purchase
for resale" is obtained prior to the time
the retailer makes his return for the
month in which the sale Is made, no tax
on such sale should be included in his
return. If the "certificate of purchase
for resale" Is not so obtained, the retailer
must Include the tax on such sale in his
return for the month in which the sale
is made. However, if the "certificate of
purchase for resale" Is later obtained, a
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claim for refund of the tax paid may be
filed on Form 843, or a credit taken upon
a subsequent return, but such action
must be taken within the four-year period
of limitation prescribed by section 3313
of the Internal Revenue Code.

(4) The articles covered by the "cer-
tificate of purchase for resale" must be
fully identified as to nature, quantity
and date of sale.

(5) Following is the form of "certifi-
cate of purchase for resale" which shall
be adhered to in substance:

CERTMICATE OF PURCHASE FOR RESALE

(For use by operators of barber shops,
beauty parlors, or similar establishments in
purchasing for resale purposes articles de-
scribed in section 2402 (a) of the Internal
Revenue Code).

. .19...
Date

The undersigned purchaser hereby certi-
fies that he is an operator of .....

(State business in
-------------- and that thewhich engaged)
---------- in the order cov-

(State article purchased)
ered by this certificate or on the reverse side
hereof will be resold by him and not used
in the operation of his business.

The undersigned understands that if the
articles are used by him In the operation of
his barber shop, beauty parlor, or similar es-
tablishment, or resold by him at retail, he will
be liable for tax on such use or resale. It
is understood that the fraudulent use of this
certificate to secure exemption will subject
the undersigned and all guilty parties to a
fine of not more than $10,000 or to imprison-
ment for not more than five years or both,
together with costs of prosecution. The
undersigned also understands that he must
be prepared to establish by competent evi-
dence that the article was actually purchased
for the purpose for which stated in this
certificate.

------------------------------

(Name)

(Address)

(6) If it is impracticable to furnish a
separate certificate for each order or con-
tract, a certificate covering all orders be-
tween given dates (such period not to
exceed a month) will be acceptable.
Such certificate and proper records of
invoices, orders, etc., relative to tax-free
sales must be retained as provided in
§ 320.72. Where, upon inspection, it is
discovered that the records of a retailer
with respect to any sale claimed to be
tax-free do not contain a proper certifi-
cate, as outlined in this section, with sup-
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porting invoices and such other evidence
as may be necessary to establish the ex-
empt character of the sale, the tax shall
be payable by the retailer on such sale.

(7) In any case where the operator of
a barber shop, beauty parlor, or similar
establishment uses in the operation of
his business any article which was pur-
chased by him on or after November 1,
1942, for resale purposes, such use shall
be considered a sale at retail by such
operator at the time the article is first
set apart for such use. The tax shall
be computed at a price equivalent to the
amount paid by such person for the
article. Where the operator of a barber
shop, beauty parlor, or similar establish-
ment resells at retail on or after Novem-
ber 1, 1942, any article previously pur-
chased by him, such operator will be
liable for the tax imposed under section
2402 (a) on such resale Irrespective of
the purpose for which such article was
purchased. In determining the amount
of tax to be paid by the operator on such
resale on or after November 1, 1942, no
credit or refund will be allowable for any
amount which might previously have
been paid as tax to the United States
with respect to any prior sale of such
article.
[T. D. 5191, 7 F. R. 101301

SUBPART F-LUGGAGE
SOURCE: § 320.60 and 320.61 contained in

T. D. 5353, 9 F. R. 3542.

§ 320.60 Scope of tax. (a) The tax
imposed by section 1651, 1. R. C., as added
by section 302 of the Revenue Act of 1943,
attaches to the sale by the retailer on
and after April 1, 1944, of all articles
commonly and commercially known or
sold as:

(1) Trunks. valises, traveling bags,
suitcases, satchels, overnight bags, hat
boxes for use by travelers, beach bags,
bathing suit bags, brief cases made of
leather or imitation leather, and sales-
men's sample and display cases;

(2) Purses, handbags, pocketbooks,
wallets, billfolds, and card, pass, and key
cases; and,

(3) Toilet cases and other cases, bags,
and kits (without regard to size, shape,
construction, or material from which
made) for use in carrying toilet articles
or articles of wearing apparel.

(b) The terms "trunks", "valises",
"traveling bags", "suitcases", "satchels",
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"overnight bags", "beach bags", "bathing
suit bags", and "salesmen's sample and
display cases", include all receptacles
which are commonly and commercially
known and sold as such regardless of
their design, size, materials from which
made, or the purpose for which they are
to be used.

(c) The term "hat boxes for use by
travelers" includes all receptacles com-
monly and commercially known and sold
as such, which are designed for the pur-
pose of conveying or carrying hats by
hand or otherwise in traveling.

(d) The term "brief cases made of
leather or imitation leather" includes all
receptacles commonly or commercially
known and sold as such, which are made
of leather or imitation leather, regardless
of size or the purpose for which pur-
chased. This term also Includes so-called
"ring binders", "portfolios", "envelopes",
etc., which are made of leather or imita-
tion leather, regardless of size, provided
such articles are capable of being closed
on all four sides by means of a zipper,
lock, snap fastener, or some other such
device.

(e) The terms "purses", "handbags",
"pocketbooks", "wallets", "billfolds", and
"card, pass, and key cases" include re-
ceptacles commonly and commercially
known and sold as such, regardless of de-
sign, size, or materials from which made,
or the purpose for which they are to be
used.

(f) The terms "toilet cases", and
"other cases, bags, and kits", include all
receptacles commonly and commercially
known and sold for use in carrying toilet
articles or articles of wearing apparel,
regardless of their size, shape, construc-
tion, or materials from which made.
These terms also include so-called "util-
ity bags", "furlough bags" and similar
articles.

§ 320.61 Rate of tax. (a) The tax is
payable by the retailer. The tax rate is
20 percent of the price for which the ar-
ticles are sold. The tax applies to all sales
made on and after April 1, 1944, as de-
termined under J§ 320.5 to 320.10, inclu-
sive, and § 320.74.

(b) No credit or refund shall be al-
lowed against the retailer's tax due on
luggage, etc., for any tax previously paid
by the manufacturer on his sale thereof
under the provisions of section 3406 (a)
(2) of the Code.

SUBPART G--MISCELLANEOUS PROVISIONS

§ 320.70 Returns. (a) Each person re-
quired to report a tax on the sale of
any of the articles covered by the regu-
lations in this part must prepare a return
for each calendar month in duplicate
on Form 728A in accordance with the in-
structions thereon. The original return
must be under oath and must be verified
before an officer duly authorized to ad-
minister oaths. If the amount of the
tax is $10 or less, the return may be
signed or acknowledged before two wit-
nesses instead of under oath. The orig-
inal return, together with the tax, must
be filed with the collector of the district
in which is located the principal place of
business of the taxpayer (or, if he has no
principal place of business in ihe United
States, with the collector at Baltimore,
Md.), on or before the last day of the
month following that for which it is
made.

(b) When the last day of the month in
which the return is due falls on Sun-
day or a legal holiday the return may
be filed with the collector of internal
revenue, or his authorized representa-
tive, on the next secular or business day.
A return must be forwarded to the col-
lector for each month whether or not any
liability has been incurred for that
month. If a retailer ceases business the
last return should be marked "Final re-
turn".

(c) The taxes collected and paid under
section 1652 (c), I. R. C., as added by sec-
tion 302 of the Revenue Act of 1943 (see
§ 320.3), should be included in the regular
monthly return on Form 728A filed by the
vendor as prescribed in this section. If a
vendee, liable for the tax, refuses to pay
to the vendor the tax due, the vendor
should report to the Commissioner the
name and address of such vendee, the
nature of the transaction, the amount
involved in the contract, and the date of
the payment of such amount. A copy of
the contract involved should also be fur-
nished.
[Regs. 51, 6 F. R. 4970, as amended by T. D.
5353, 9 F. R. 3543, T. D. 6677, 13 F. R. 73021

§ 320.71 Payment of taxes. All taxes
are due and payable to the collector of
internal revenue, without assessment by
the Commissioner or notice from the col-
lector, at the time fixed for filing the
return. If the tax is not paid when due
there shall be added as part of the tax
interest at the rate of 6 percent per
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annum from the time the tax became due
to the actual date of payment or assess-
ment, whichever is prior. For provisions
with respect to interest generally, includ-
ing interest on assessments, see § 320.77.
[Regs. 51, 6 F. R. 4970, as amended by T. D.
5353, 9 P. R. 35431

§ 320.72 Records. (a) Every person
required to file a return and pay tax on
the sale of an article at retail, shall keep
on file at his principal place of business,
or some other convenient or safe loca-
tion, accurate records, including the du-
plicate copy of each return as prescribed
by § 320.70 and accounts of all transac-
tions. Evidence with respect to sales at
retail for export, or shipment to a posses-
sion of the United States, and sales at
retail to States or political subdivisions
thereof, upon which no tax is due, must
be maintained. (See §§ 320.20, 320.21,
and 320.22.)

(b) The records shall contain suffi-
clent information to enable the Commis-
sioner to determine whether the correct
amount of tax has been paid. Such rec-
ords shall at all times be open for in-
spection by internal-revenue officers, and
shall be maintained for a period of at
least four years from the date the tax
became due or, in the case of tax-free
sales, for a period of at least four years
from the last day of the month following
the month in which the sale was made.
[Regs. 51, 6 F. R. 4970, as amended by T. D.
5353, 9 P. R. 3543, T. D. 5677, 13 P. R. 73021

§ 320.73 Jeopardy assessment. (a)
Whenever in the opinion of the collector
It becomes necessary to protect the in-
terests of the Government by requiring
an immediate return and' collection of
the tax, the matter shall be promptly re-
ported to the Commissioner by telegram
or letter showing the reasons therefor.
The communication must state the full
name and address of the person involved,
the kind and amount of taxes due, and
the period involved, so that the Commis-
sioner can immediately assess the tax to-
gether with all penalties and interest due.
Such tax, penalties, and Interest will,
upon. assessment, become immediately
due and payable, and the collector shall,
without delay, issue a notice and demand
for payment thereof In full.

(b) If a taxpayer Is not actually in
default in filing returns or in paying any
tax under the internal-revenue laws, the
collection of the whole or any part of the

amount of such jeopardy assessment may
be stayed by filing with the collector a
bond In such amount, not exceeding
double the amount with respect to which
the stay is desired, and with such sureties
as the collector deems necessary, condi-
tioned upon the payment of the amount,
collection of which is stayed, at the time
at which such amount would normally
be due.

(c) Upon refusal to pay, or failure to
pay or give bond, the collector shall pro-
ceed immediately to collect the tax, pen-
alty, and interest by distraint, without
regard to the 10-day period after notice
and demand prescribed in section 3690,
I. R. C.
[Regs. 51, 6 F. R. 4970, as amended by T. D.
5353, 9 F. R. 3543]

§ 320.74 Returned goods; price ad-
justments. (a) A retailer may be al-
lowed a credit or refund of tax under
section 2407 (a), I. R. C., with respect to
any article where the price on which the
tax was based is readjusted by reason of
return or repossession of the article, or by
a bona fide discount, rebate, or allow-
ance. The allowable credit or refund is
limited in amount to that part of the tax
which is proportionate to the part of the
sale price refunded or credited by the
retailer to the purchaser.

(b) Where an article is sold and before
use, the sale is rescinded by a return of
the article to the retailer and by a refund
or credit of the full amount of the pur-
chase price, including tax, to the pur-
chaser, no tax is payable with respect
to the transaction. In such case, if a
tax was paid by the retailer, the amount
thereof may be applied as a credit upon a
subsequent monthly return, or may be
made the subject of a claim for refund.

(c) Where an article is sold and before
use, the sale is rescinded by a return of
the article to the retailer, and the pur-
chaser receives credit for the full amount
of the purchase price, including tax, in an
exchange of the article for another arti-
cle, with appropriate adjustment for the
difference, if any, in the values of both
articles, the tax applies to the second
article, if taxable, without regard to the
time when the sale of the first article
occurred, whether before, on, or after
October 1, 1941. If a tax was paid by
the retailer with respect to the first arti-
cle, the amount thereof may be applied
as a credit upon a subsequent monthly
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return or may be made the subject of a
claim for refund.

(d) Where an article sold under a
guaranty contract is returned to the re-
tailer from whom purchased, whether be-
fore or after use, by reason of a defect
or a failure under the warranty, and a
new article of the same kind is given
without charge in exchange therefor, no
tax is payable with respect to the trans-
action. In such case, there is no adjust-
ment within the meaning of section 2407
(a), I. R. C., of the price at which the first
article was sold; accordingly, no credit or
refund of the tax, if any, paid with re-
spect to the returned article is allowable.
Where the purchaser receives an article,
whether of the same kind or of a differ-
ent kind, and is required to make some
payment for the second article in addi-
tion to whatever amount is allowed as
an adjustment for the returned defective
article, the tax Is payable with respect
to the second article, If taxable, on the
basis of the amount paid therefor, plus
the amount allowed for the returned
article. In that case, the amount allowed
for the returned article is an adjustment
within the meaning of section 2407 (a)
of the price at which such article was
sold, and the retailer may be allowed a
refund or credit of that part of the tax,
if any, paid with respect to such article
which is proportionate to the part of the
sales price allowed as an adjustment.

(e) A credit or refund of tax is not al-
lowable with respect to an article re-
turned as a "trade-in" in the purchase of
another article. In such case, there is
no adjustment within the meaning of
section 2407 (a) of the price at which
the first article was sold. Instead, the
sale of the second article is a separate
and distinct transaction in which the
first article is merely applied in part
payment of the purchase price. Accord-
ingly, the full amount of the tax due
upon the sale of the second article is pay-
able without any allowance or offset for
the tax paid on the sale of the first ar-
ticle. (See § 320.5.)
[Regs. 51, 6 P. R. 4971, as amended by

T. D. 5102, 6 F. R. 6350, T. D. 5353, 9 F. R.
3543]

§ 320.75 Sales by beauty parlors, etc.
Whenever any person operating a barber
shop, beauty parlor, or similar establish-
ment becomes liable for tax under sec-
tion 2402 (a), I. R. C., by reason of his re-
sale prior to November 1, 1942, of toilet

preparations purchased by him tax-paid
under such section at any time during
the period October 1, 1941, through Octo-
ber 31, 1942, both dates inclusive, a credit
against the tax due on the resale may
be allowed in the amount of the tax
paid by the operator's vendor under sec-
tion 2402 (a), except that in no case
shall the amount of the credit exceed
the amount of tax payable by the opera-
tor. (For procedure in the case of
articles purchased on and after Novem-
ber 1, 1942, see § 30.52 (b).) If an
article is purchased tax-paid prior to No-
vember 1, 1942, and resold by the opera-
tor on or after that date, tax attaches
to the full selling price and no credit may
be taken for the tax paid on the sale to
such operator.
IT. D. 5191, 7 P. R. 10129, as amended by
T. D. 5353, 9 F. R. 3543]

§ 320.76 Credits and refunds gener-
ally. (a) If a person overpays the tax
due he may either file a claim for refund
on Form 843 or take credit for such over-
payment against the tax due the Gov-
ernment on a subsequent monthly re-
turn. A complete statement of the facts
involving the overpayment must be at-
tached either to the claim or to the re-
turn on which the credit is claimed.

(b) Every claim for refund must be
supported by evidence showing (1) the
name and address of the person who paid
to the United States the tax of which re-
fund is claimed, (2) the date of payment,
and (3) the amount of such tax. A
credit taken on a return must be sup-
ported by evidence of the same character.
If it is impossible to furnish such evi-
dence at the time when the credit is
taken, a statement to that effect must be
submitted with the return in which the
credit is taken. The evidence supporting
such credit must be filed with the col-
lector within 30 days after the date on
which the return is filed. If the required
evidence is not so filed within that period,
the amount of the credit will be dis-
allowed and assessment of the tax result-
ing from the disallowance will be made
on the current assessment list.

(c) No credit or refund shall be al-
lowed whether in pursuance of a court
decision or otherwise unless the tax-
payer files a statement explaining
satisfactorily the reason for claiming the
credit or refund and establishing (1)
that he has not included the tax in the
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price of the article with respect to which
it was imposed, or collected the amount
of tax from the vendee, or (2) that he
has either repaid the amount of tax to
the purchaser of the article or has se-
cured the written consent of such pur-
chaser to the allowance of the credit or
refund. In the latter case the written
consent of the purchaser must accom-
pany the statement filed with the
credit or refund claim. For the purpose
of the tax the "purchaser" is a person
who purchases an article for consump-
tion and not for resale. The statement
supporting the credit or refund claim
must also show whether any previous
claim for credit or refund covering the
amount involved, or any part thereof,
has been filed with the collector or Com-
missioner.

(d) A complete and detailed record of
each overpayment must be kept by the
taxpayer for a period of at least four
years from the date any credit is taken
or refund is claimed.
[Regs. 51, 6 F. R. 4971, as amended by T. D.
5353, 9 F. R. 3543, T. D. 5677, 13 r. R. 7302]

§ 320.77 Penalties and interest. (a)
In the case of failure to file a return
within the prescribed time, a certain per-
centage of the amount of the tax is added
to the tax unless the return is later filed
and failure to file the return within the
prescribed time is shown to the satis-
faction of the Commissioner to be due
to reasonable cause and not to willful
neglect. The amount to be added to the
tax is 5 percent if the failure is for not
more than 30 days, with an additional 5
percent for each additional 30 days or
fraction thereof during which failure
continues, not to exceed 25 percent in
the aggregate.

(b) Failure to pay tax within the time
fixed for filing returns causes interest
to accrue automatically, without assess-
ment of the tax by the Commissioner
or notice to the taxpayer, to the actual
date of payment or assessment, which-
ever is prior. The due date of the tax
for the purpose of computing interest is
the last day of the month within which
the return is required to be filed and the
tax paid.

(c) Where assessment is made, and
payment is not made within 10 days after
the issuance of the first notice and de-
mand (Form 17), there will accrue, un-
der section 3655, a 5 percent penalty
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and interest at the rate of 6 percent
per annum computed upon the entire
assessment from the date of issuance
of Form 17 until date of payment.
Where assessment is settled by partial
payments, interest is computed at the
above-prescribed rates from the date
of the first 10-day notice through the
date of first payment and on the balance
from the next succeeding day to the date
of the next payment until the assess-
ment is paid in full.

(d) If a claim for abatement is filed
with the collector within 10 days after the
date of the issuance of the first notice
and demand, the 5 percent penalty does
not attach. If the assessment is not
paid within 10 days after receipt of no-
tice of rejection of the claim, the 5 per-
cent penalty applies. The filing of the
claim does not stay the collection of
interest, which continues to run for the
full period that intervenes between the
date of the first notice and demand and
the date of payment.

(e) If a false or fraudulent return is
willfully made, the penalty under section
3612 (d) and (e), I. R. C., is 50 percent of
the total tax due for the entire period in-
volved, including any tax previously
paid.

(f) Any person who willfully fails to
pay any tax due, file return, or keep
records, or who attempts in any manner
to evade or defeat the tax, or who fraudu-
lently uses any exemption certificate au-
thorized by the regulations in this part,
is subject to a fine of $10,000, or impris-
ment, or both, with costs of prosecution,
and is also liable to a penalty equal to the
amount of the tax not paid. These pen-
alties apply to an officer or employee who,
as such officer or employee, is under a
duty to perform the act in respect of
which the violation occurs, as well as to
a person who fails or refuses to perform
any of the duties imposed by the Code,
i. e., pay the tax, make return, keep rec-
ords, supply information, etc.

(g) An internal-revenue officer dis-
covering in the course of his duty infor-
mation leading him to suspect a possible
violation of any law with the enforce-
ment of which he is not directly con-
cerned should immediately report the
matter to the Commissioner, who is au-
thorized to communicate with the proper
department involved.
[Regs. 51, 6 F. R. 4972, as amended by T. D.
5353, 9 F. R. 35431
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Part 323-Special Taxes With
R e s p e c t to Coin-Operated
Amusement and Gaming De-
vices, Bowling Alleys, Billiard
Tables and Pool Tables

Subpart A-Definitions
Sec.
323.1 Meaning of terms.

Subpart B-Coin-Operated Amusement and
Gaming Devices

323.20 Effective date of tax.
323.21 Persons liable for tax.
323.22 Rates and computation of tax.

Subpart C-Bowling Alleys and Billiard and
Pool Tables

323.30 Effective date of tax.
323.31 Persons liable for tax.
323.32 Rate and computation of tax.

Subpart D-Administrative Provisions

323.40 Registry, return, and payment of tax.
323.41 Tax payment evidenced by special tax

stamp.
323.42 Special tax stamp to be posted.
323.43 Certificates in lieu of stamps lost or

destroyed.
323.44 Tax payable for each business at same

location.
323.45 Partnership liability.
323.46 Change of ownership.
323.47 Change of business location.
323.48 Liability for failure to register

change or removal.
323.49 Penalties for delinquency and fraud-

ulent return.
323.50 Doing business in violation of State

law.
323.51 Public record of special-tax payers.
323.52 Assessment of taxes not paid by

stamp.
323.53 Notice and demand for tax; penalty

and interest.
323.54 Jeopardy assessment.
323.55 Claims.

AuTnoRTY: §§ 323.1 to 323.55 issued under
53 Stat. 467; 26 U. S. C. 3791.

SouRCE: §§ 323.1 to 323.55 Issued under
Regulations 59, 6 F. R. 6298, except as noted
following sections affected. Redesignation
noted at 14 F. R. 5200.

SUBPART A-DEFINITIONS
§ 323.1 Meaning of terms. As used

in the regulations in this part the terms
defined in the applicable provisions of
law shall have the meanings so assigned
to them.

SUBPART B-COIN-OPERATED AMUSEMENT
AND GAMING DEVICES

§ 323.20 Effective date of tax. The
special taxes with respect to coin-op-

819596-49- 12

erated amusement and gaming devices
imposed by section 3267, added to the
Internal Revenue Code by section 555
of the Revenue Act of 1941, became
effective October 1, 1941. The effective
dates of changes made in such section
3267 by the Revenue Act of 1942 are as
follows:

(a) Effective July 1, 1943, except as
indicated by paragraph (c) of this sec-
tion, the rate of tax applicable with re-
spect to gaming devices operated by
means of the insertion of a coin, token,
or similar object is increased from $50
to $100 per annum.

(b) Effective November 1, 1942, any
amusement or music machine operated
by means of the insertion of a coin,
token, or similar object, not within the
scope of section 3267 as originally en-
acted, is subject to tax.

(c) Effective July 1, 1942, the tax on
a vending machine, operated by means
of the insertion of a 1-cent coin, which
dispenses, or entitles a person to receive,
a prize of a value of not more than 5
cents consisting of merchandise only,
and never of cash or tokens, is reduced
from $50 to $10.
[T. D. 5203, 7 F. R. 108351

§ 323.21 Persons liable for tax. Every
person who maintains for use or permits
the use of a coin-operated amusement
or gaming device on any place or prem-
ises occupied by him, is liable to special
tax. An operator of such place or prem-
ises is considered, for the purposes of
the law, to become engaged in a trade or
business in respect of each such device
as of the day the device is placed on his
premises for use thereon.

§ 323.22 Rates and computation of
tax. (a) Special taxes are imposed as
follows:

(1) Effective October 1, 1941, and con-
tinuing through October 31, 1942, $10
per year in the case of each so-called
"pin-ball" or other similar amusement
machine operated by means of the inser-
tion of a coin, token, or other similar
object.

(2) Effective November 1, 1942, $10
per year in the case of any amusement
or music machine operated by means of
the insertion of a coin, token, or similar
object, including machines within the
scope of paragraph (a) (1) of this sec-
tion, except that where, prior to Novem-
ber 1, 1942, tax for any period has been
paid with respect to a machine within
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the scope of such paragraph (a) (1) of
this section, no further tax with respect
to such machine for the same period will
be due.

(3) Effective July 1, 1942, $10 per year
In the case of each vending machine op-
erated by means of the insertion of a 1-
cent coin, which dispenses a prize of a
retail value of, or entitles a person to
receive a prize of a retail value of not
more than 5 cents, consisting of mer-
chandise only and never of cash or
tokens.

(4) (i) Effective October 1, 1941, and
continuing through June 30, 1943, $50,
and effective July 1, 1943, $100, per year
in the case of each so-called "slot" ma-
chine which operates by means of the
insertion of a coin, token, or similar ob-
ject and which, by application of the ele-
ment of chance, may deliver, or entitle
the person playing or operating the ma-
chine to receive, cash, premiums, mer-
chandise, or tokens; except that this
paragraph shall not be applicable for any
period after June 30, 1942, with respect
to any machine covered by paragraph
(c) of this section.

(ii) The tax year begins July 1 and
ends June 30. Persons commencing busi-
ness between August 1 and June 30 (both
dates inclusive) must pay a proportion-
ate part of the annual tax. "Commenc-
ing business" in the case of a coin-oper-
ated amusement and gaming device
means the initial maintenance for use
on the taxpayer's premises of such a
device. Persons in business for only a
portion of a month are liable for tax for
the full month, i. e., a person installing
a coin-operated amusement or gaming
device on his premises for use on, for
example, the 15th day of a month, is
liable for tax for the entire month.

(i1) As the tax became effective on Oc-
tober 1, 1941, persons in business on that
date or commencing business during the
month (that is, having such devices on
their premises for use) are liable for tax
for the nine months of the tax year
ending the following June 30.

(iv) The amount of tax liability is com-
puted on the basis of the number of de-
vices of each particular type maintained
for use, or permitted to be used on his
premises, by the taxpayer. For eaph
additional device subsequently during the
same period brought on to the premises
for use additional tax liability Is in-
curred. Tax liability applies with re-
spect to a device installed on the tax-

payer's premises even though previously
used on the premises of another person,
and even though special tax for the same
year or period or part thereof was paid
by such other person with respect
thereto.

(v) If a taxpayer replaces a device
with respect to which he has paid special
tax with a like device, no additional tax
is payable. For example: a cigar store
proprietor who maintains on the prem-
ises two "pin-ball" machines with respect
to which he has paid special tax has these
two machines removed and replaces
them with two "pin-ball" machines of a
more modern design. In this case no ad-
ditional special tax Is payable. How-
ever, if the replacing article is placed in
operation before operation of the re-
placed article is discontinued, additional
tax liability is incurred. If "pin-ball"
machines are replaced by coin-operated
gaming devices, or gaming devices are
replaced by "pin-ball" machines, liabil-
ity to special tax at the rate applicable to
the replacing machines or devices is In-
curred, and no credit is allowable for the
special tax paid with respect to the re-
placed machines or devices.

(b) Examples of machines which, when
operated by means of the insertion of a
coin, token, or similar object, are re-
garded as gaming devices for purposes
of this part are:

(1) A "pin-ball" machine with respect
to which unused "free plays" are re-
deemed in cash, tokens, or merchandise,
or with respect to which prizes are of-
fered to any person for the attainment
of designated scores.

(2) A machine which, even though it
does not dispense cash or tokens, has
incorporated gaming features In the
form of combinations of insignia on reels
or drums.
[Regs. 59, 6 F. R. 6298, as amended by T. D.
5203, 7 F. R. 108351

SUBPART C-BOWLING ALLEYS AND BILLIARD
AND POOL TABLES

§ 323.30 Effective date of tax. The
special tax with respect to bowling al-
leys, and billiard and pool tables, imposed
by section 3268 of the Internal Revenue
Code is effective on and after October 1,
1941.

§ 323.31 Persons liable for tax. Every
person who operates a bowling alley, bil-
liard room, or pool room is liable for a
special tax with respect to each bowling
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alley, billiard table, oi pool table. For
the purposes of the tax every building
or 'place where bowls are thrown, or
where games of billiards or pool are
played, except in private homes, is re-
garded as a bowling alley, billiard room,
or pool room, respectively. No tax is
incurred with respect to a billiard or
pool table in a hospital if no charge is
made for the use of such table.
[Regs. 59, 6 F. R. 6298, as amended by T. D.
5344, 9 F. R. 28481

§ 323.32 Rate and computation of tax.
(a) The rate of tax is $20 per year for
each bowling alley, billiard table, or pool
table operated by the taxpayer. Prior to
July 1, 1944, the rate of tax tvas $10 per
year for each such alley or table. The
tax year begins July 1 and ends June 30.
Persons commencing business between
August 1 and June 30 (both dates in-
clusive) must pay a proportionate part
of the annual tax. Persons in business
for only a portion of a month are liable
for tax for the full month, I. e., a person
beginning the operation of a bowling
alley, billiard table, or pool table on his
premises on, for example, the 15th day
of a month, Is liable for tax for the entire
month.

(b) As the tax became effective on
October 1, 1941, persons in business on
that date or commencing business dur-
ing the month (that is, operating bowling
alleys, billard tables, or pool tables), are
liable for tax for the nine months of the
tax year ending the following June 30.

(c) The amount of tax liability is com-
puted on the basis of the number of
alley beds, billiard tables, and pool tables
maintained for use on the operator's
premises. For each additional alley bed,
billiard table, or pool table subsequently
during the same period installed on the
premises for operation, additional tax
liability is incurred.

(d) If a taxpayer replaces an alley bed,
billiard table, or pool table with respect
to which he has paid special tax with
another article of the same or different
kind subject to this tax, for example, re-
places an alley bed either with another
alley bed or a billiard or pool table, no
additional tax is payable. However, if
the replacing article is placed in opera-
tion before operation of the replaced
article is discontinued additional tax
liability is incurred.
[Regs. 59, 6 F. R. 6298, as amended by T. D.
5561, 12 F. R. 32201

SUBPART D-ADMINISTRATIVE PROVISIONS

§ 323.40 Registry, return, and pay-
ment of tax. (a) Every person first en-
gaging in any business subject to the
regulations in this part shall on or before
the last day of the month In which busi-
ness is commenced file, separately for
each place of business, a return on Form
ill-B. The collector will furnish the
proper forms which must be filled out,
subscribed and attested as indicated
therein.

(b) Every person engaged on October
1, 1941, in any business mentioned
herein, or first engaging in such a busi-
ness during the month of October 1941,
must register and file return on Form
11-B and pay the tax on or before Octo-
ber 31, 1941. Thereafter, such person
must register, file return, and pay the
tax on or before the last day of July of
each year.

(c) Where before the end of the tax-
able year an additional article of a type
covered by the regulations in this part
is maintained or operated on the tax-
payer's premises, a return covering such
additional article shall be filed and addi-
tional special tax paid for the remaining
portion of the taxable year. Payment
of the additional tax will be evidenced by
special tax stamps. (See § 323.41.)

(d) Each return must show the tax-
payer's full name. A person doing busi-
ness under a style or trade name must
give his own name, followed by his style
or trade name. In the case of a co-
partnership, association, firm, or com-
pany, other than a corporation, its style
or trade name must be given, also the
name of each member and his place of
residence. In the case of a corporation,
the name and title of each officer and
his place of residence must be shown.

§ 323.41 Tax payment evidenced by
special tax stamp. (a) Upon receipt of a
return, on Form 11-B, together with re-
mittance of the full amount of tax due,
the collector will issue a special tax stamp
as evidence of payment of the special
tax. Such payment must be made in the
form of cash, certified check, or post
office money order.

(b) Collectors will distinctly write or
print the taxpayer's registered name
(see § 323.40), and the address of the
particular place of business designated
by street and number, on the stamp be-
fore it is delivered or mailed to the tax-
payer. Special tax stamps will be
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transmitted by ordinary mail, unless it
is desired that they be transmitted by
registered mail, in which case 15 cents
additional to pay registry fee should bp
remitted with the return.

(c) Collectors and their deputies are
forbidden to issue receipts in lieu of
stamps representing the payment of spe-
cial taxes.

§ 323.42 Special tax stamp to be
posted. Every special tax stamp issued
to a taxpayer must be kept posted con-
spicuously on the premises where the
business Is operated. One who fails so
to post a stamp thereby Incurs liability
to a penalty, equal and in addition to the
tax, plus the costs of prosecution; but in
no case shall the penalty (not Including
the costs of prosecution) be less than
$10. Where the failure is willful the
penalty is doubled. This liability is ad-
ditional to any and all liability otherwise
incurred.

§ 323.43 Certificates in lieu of stamps
lost or destroyed. When a special tax
stamp has been lost or destroyed, such
fact should be reported to the collector at
once for the purpose of obtaining from
him a certificate of payment. Such cer-
tificate will be on Form 785, and must be
posted in place of the stamp; otherwise
liability as above indicated for failure
to post the stamp will be incurred. (See
§ 323.42.)

§ 323.44 Tax payable for each busi-
ness at same location. Where more than
one taxable business is carried on by the
same person at the same location at the
same time, special tax in respect to each
must be paid.

§ 323.45 Partnership liability. Any
number of persons doing business in co-
partnership at any one location shall be
required to pay but one special tax. The
firm name is the only name required on
a special tax stamp issued to a part-
nership.

§ 323.46 Change of ownership--(a)
Changes through death. Whenever any
person who has paid special tax dies, the
surviving spouse or child, or executors or
administrators, or other legal representa-
tives, may carry on such business for the
remainder of the term for which tax has
been paid without any additional pay-
ment, subject to the conditions herein-
after stated. If the surviving spouse or
child, or executors or administrators, or
other legal representatives of the de-

ceased taxpayer dontinue the business,
such person must within 30 days after
the date of the death of the taxpayer
execute a new Form 11-B. The return
thus executed must show the name of
the original taxpayer, together with all
other data required.

(b) Changes from other causes. A re-
ceiver or referee in bankruptcy may con-
tinue the business under the stamp is-
sued to the taxpayer at the place and
for the period for which the tax was
paid. An assignee for the benefit of
creditors may continue business under
his assignor's special tax stamp without
incurring additional special tax liability.
In such cases the change must be reg-
istered with the collector in a manner
similar to that required by paragraph
(a) of this section.

(c) Changes in firm. When one or
more members of a firm or partnership
withdraw, the business may be continued
by the remaining partner or partners un-
der the same special tax stamp for the
remainder of the period for which the
stamp was issued to the old firm. The
change shall, however, be registered In
the same manner as required in para-
graph (a) of this section. Where new
partners are taken into a firm, the new
firm so constituted may not carry on
business under the special tax stamp of
the old firm. The new firm must make
return and pay its own special tax reck-
oned from the first day of the month in
which it began business, even though the
name of such firm be the same as that
of the old. Where the members of a
partnership which has paid special tax
form a corporation to continue the busi-
ness, a new special tax stamp must be
taken out in the name of the corpora-
tion.

(d) Change in corporation. A corpo-
ration may, upon application to the col-
lector, change its name without creating
a new special tax liability, If the stamp
is forwarded to the collector for proper
notation within 30 days. An increase in
the capital stock of a corporation does
not create a new special tax liability if
the laws of the State under which it is
incorporated permit such increase with-
out the formation of a new corporation.
A stockholder in a corporation who after
its dissolution continues the business in-
curs new special tax liability.

§ 323.47 Change of business location-
(a) Procedure by taxpayer. Whenever a
special taxpayer removes his business
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to a location other than specified in his
last special tax return (see § 323.40), he
shall, within 30 days after the date of
removal, register the change of location
with the collector of the district within
which the old place of business Is lo-
cated, by filing another return, Form
11-B, and designated "removal registry,"
setting forth the time of removal. The
taxpayer's special tax stamp must ac-
company the return for notation by the
collector of the change of location. As
to liability in case of failure to register a
change of location within 30 days, see
§ 323.48.

(b) Procedure by collector; removal
within district. When registration is
made by a special taxpayer in the man-
ner specified in paragraph (a) of this
section, of the removal of his business to
a new location in the same district, the
collector will enter on his Record 10 (see
§ 323.51) the place to which such re-
moval was made and the date of the
removal. The same information shall
also be entered plainly on the face of
the special tax stamp, which will be re-
turned to the taxpayer, by the collector,
for posting.

(c) Procedure by collector; removal to
another district. In case of removal to
another collection district, the collector
will note the transfer on his Record 10,
stating the location to which the busi-
ness was removed, and shall then trans-
mit the special tax stamp to the collector
for the district to which said business
was removed. The latter will make an
entry on his Record 10 as in the case of
original registration in his district, cor-
rect the location shown on the stamp,
and note also thereon his name, title,
date, and district, and then forward the
stamp to the taxpayer.

§ 323.48 Liability for failure to regis-
ter change or removal. Any person suc-
ceeding to and carrying on a business for
which special tax has been paid and any
taxpayer removing his business, with re-
spect to which special tax has been paid,
to a place other than that for which tax
was paid, without registering such
change or removal within 30 days there-
after, will be liable to the additional tax
and penalty prescribed In section 3612
(d) for failure to make return. (See
§ 323.49.)

§ 323.49 Penal-ties for delinquency
and fraudulent return. (a) In case of
failure to file a return within the pre-

scribed time a certain percentage of the
amount of the tax is added to the tax
unless the return Is later filed and failure
to file the return within the prescribed
time is shown to the satisfaction of the
Commissioner to be due to reasonable
cause and not to willful neglect. The
amount to be added to the tax is 5 per-
cent of the failure is for not more than
30 days, with an additional 5 percent for
each additional 30 days or fraction
thereof during which failure continues,
not to exceed 25 percent in the aggregate.

(b) If a false or fraudulent return is
filed, the taxpayer is liable to an addi-
tional amount equal to 50 percent of the
total tax. If a person liable to tax for an
entire year falsely states in his return
that he is liable for a portion only of the
year, the return is false not only as to
the portion of the year not covered but
as to the portion falsely represented as
the actual period of liability.

§ 323.50 Doing business in violation of
State law. Payment of any special tax
within the scope of the regulations in
this part in nowise authorizes the carry-
ing on of any business in violation of the
law of any State. The special tax stamp
is not a license or permit and affords no
protection from prosecution for violation
of State law.

§ 323.51 Public record of special-tax
payers. The list required by section 3275,
I. R. C., shall be kept on Record 10, and
may be inspected in the collector's office
at reasonable and proper times.

§ 323.52 Assessment of taxes not paid
by stamp. In case special taxes within
the scope of the regulations in this part
have not been paid and the taxpayer re-
fuses or fails to make payment, the tax
will be assessed. No stamp will be issued
for an expired period; the tax in such
case will be assessed.

§ 323.53 Notice and demand for tax;
penalty and interest. (a) Where assess-
ment is made, and payment is not made
within 10 days after the issuance of the
first notice and demand (Form 17), there
will accrue under section 3655, a 5 per-
cent penalty and interest at the rate of
6 percent per annum computed upon the
entire assessment from the date of is-
suance of Form 17 until date of pay-
ment. Where assessment is settled by
partial payments, interest Is computed
at the above-prescribed rate from the

.date of the first 10-day notice through
the date of the first payment and on the
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balance from the next succeeding day to
the date of the next payment until the
assessment is paid in full.

(b) If a claim for abatement is filed
with the collector within 10 days after
the date of the issuance of the first no-
tice and demand, the 5 percent penalty
does not attach. If the assessment is
not paid within 10 days after receipt of
notice of rejection of the claim, the 5
percent penalty applies. The filing of
the claim does not stay the collection of
interest, which continues to run for the
full period that intervenes between the
date of the first notice and demand and
the date of payment.

§ 323.54 Jeopardy assessment. (a)
Whenever, in the opinion of the collector,
it becomes necessary to protect the inter-
ests of the Government by effecting im-
mediate collection of tax, the matter
shall be promptly reported to the Com-
missioner by telegram or letter showing
the reasons therefor. The communica-
tion must state the full name and ad-
dress of the person involved, the kind
and amount of tax due, and the period
Involved, so that the Commissioner can
Immediately assess the tax, together with
all penalties and interest due. Such tax,
penalties, and interest will, upon assess-
ment, become immediately due and
payable, and the collector shall, without
delay, issue a notice and demand for pay-
ment thereof in full.

(b) The collection of the whole or any
part of the amount of such assessment
may be stayed by filing with the collector
a bond in such amount, not exceeding

double the amount with respect to which
the stay Is desired., and with such sure-
ties as the collector deems necessary,
conditioned upon the payment of the
amount, collection of which is stayed, at
the time at which such amount would
normally be due.

(c) Upon refusal to pay, or failure to
pay or give bond, the collector shall pro-
ceed Immediately to collect the tax,
penalty, and interest, by distraint, with-
out regard to the 10-day period after
notice and demand prescribed In section
3690, I. R. C. (See § 323.53.)

§ 323.55 Claims. (a) Cl aims for
abatement or refund of special taxes and
ad valorem penalties erroneously or il-
legally assessed or collected, and claims
for the redemption of special tax stamps
shall be filed on Form 843 with the col-
lector. The claim must set forth in de-
tail and under oath each ground upon
which it is made, and facts sufficient to
apprise the Commissioner of the exact
basis thereof. If the claim is for re-
demption of a special tax stamp, such
stamp shall be attached to and made a
part of the claim.

(b) No claim for the refund of a spe-
cial tax or penalty or for the redemp-
tion of a special tax stamp shall be al-
lowed unless presented within four years
next after the payment of such tax or
penalty or the purchase of such stamp.

(c) A special-tax payer who for any
reason discontinues business is not en-
titled to any refund for the unexpired
portion of the fiscal year for which the
special tax stamp was issued.

SUBCHAPTER D-EMPLOYMENT TAXES

Part 402-Employees' Tax and
the Employers' Tax Under the
Federal Insurance Contribu-
tions Act

INTRODUCTORY
Sec.
402.1 Chronological description of perti-

nent statutes and regulations.

Subpart A-Scope of Part
402.101 Scope of part.
402.102 Extent to which the regulations in

this part supersede Regulations
91 and Treasury Decision 4704.

Subpart B-Deflnitions
402.201 General definitions and use of
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Sec.
402.202

402.203

402.204
402.205
402.206
402.207
402.208
402.209
402.210

402.211
402.212
402.213

402.214

Employment prior to January 1,
1940.

Employment after December 31,
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Who are employers.
Excepted services in general.
Included and excluded services.
Agricultural labor.
Domestic service.
Casual labor not in the course of

employer's trade or business.
Family employment.
Vessel not an American vessel.
United States and instrumentalities

thereof.
States and their political subdivi-

sions and instrumentalities.
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Sec.
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tions and community chests.

402.216 Railroad industry; employees and
employee representatives under
section 1532 of the Internal Rev-
enue Code.

402.217 Organizations exempt from income
tax.

402.218 Agricultural and horticultural or-
ganizations exempt from income
tax.

402.219 Voluntary employees' beneficiary
associations.

402.220 Federal employees' beneficiary as-
sociations.

402.221 Students employed by schools, col-
leges, or universities not exempt
from Income tax.

402.222 Foreign governments.
402.223 Wholly owned instrumentalities of

a foreign government.
402.224 Student nurses and hospital in-

ternes.
402.225 Fishing.
402.226 Delivery and distribution of news-

papers and shopping news, and
magazines.

402.226a International organizations.
402.227 Wages.
402.228 Exclusions from wages.

Subpart C-Employees' Tax
402.301 Measure of employees' tax.
402.302 Rates and computation of em-

ployees' tax.
402.303 When employees' tax attaches.
402.304 Collection of, and liability for, em-

ployees' tax.
402.305 Manner and time of payment of

employees' tax.
402.306 Statements for employees.

Subpart D-Employers' Tax
402.401 Measure of employers' tax.
402.402 Rates and computation of employ-

ers' tax.
402.403 When employers' tax attaches.
402.404 Liability for employers' tax.
402.405 Manner and time of payment of

employers' tax.

Subpart E-Identification of Taxpayers
402.501 Employers' identificatioi numbers.
402.502 Employees' account numbers.
402.503 Duties of employee with respect to

his account number.
402.504 Duties of employer with respect to

employees' account numbers.

Subpart F-Returns, Payment of Tax, and
Records

402.601 Tax and information returns.
402.602 When t6 report wages.
402.603 Final returns.
402.604 Execution of returns.
402.605 Use of prescribed forms.
402.606 Place and time for filing returns.

Sec.
402.607 Payment of tax.
402.608 When fractional part of cent may be

disregarded.
402.609 Records.

Subpart G-Adjustments, Claims, and
Assessments

402.701 Adjustments in general.
402.702 Adjustment of employees' tax.
402.703 Adjustment of employers' tax.
402.704 Refund or credit of overpayments

which are not adjustable; abate-
ment of overassessments.

402.705 Special refunds of employees' tax on
wages over $3,000.

402.706 Credit and refund of taxes paid for
period during which liability ex-
isted under subchapter B of
chapter 9 of the Internal Revenue
Code.

402.707 Assessment of underpayments.

Subpart H-Miscellaneous Provisions
402.801 Jeopardy asessments.
402.802 Interest.
402.803 Addition to tax for failure to pay an

assessment after notice and de-
mand.

402.804 Additions to tax for delinquent or
false returns.

402.804a Acts to be performed by agents.
AuTHoRrrY: §§ 402.1 to 402.804a issued un-

der 53 Stat. 178, 188, 467; 26 U. S. C. 1429,
1609, 3791.

SoURCE: §§ 402.1 to 402.804a contained in
Regulations 106, 5 F. R. 774, except as noted
following sections affected.

INTRODUCTORY

§ 402.1 Chronological description of
pertinent statutes and regulations-(a)
Title VIII of the Social Security Act and
regulations thereunder-(1) Statutes.
(i) Title VIII of the Social Security Act,
approved August 14, 1935 (49 Stat. 636;
42 U. S. C. 1001-1011) imposes an ex-
cise tax on employers of one or more
employees, and an income tax on em-
ployees, measured by wages paid and
received after December 31, 1936, with
respect to employment after such date.
(Title VIII of the Social Security Act
has been superseded as indicated in para-
graph (b) (1).)

(ii) Section 9 (a) of the Carriers Tax-
ing Act of 1937, approved June 29, 1937
(50 Stat. 439; 45 U. S. C. 269 (a)), ex-
cludes the services of employees and em-
ployee representatives, as defined in such
act, from employment with respect to
which the taxes under such Title VIII
apply.

(iii) Section 902 (f) of the Social Se-
curity Act Amendments of 1939, approved
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August 10, 1939 (53 Stat. 1400), provides,
in part, that no tax shall be collected
under such Title VIII with respect to
services performed in the employ of for-
eign governments and certain of their
instrumentalities.

(Iv) Section 2 of the Act of August 11,
1939 (53 Stat. 1420), provides, in part,
that no tax shall be collected under such
Title VIII with respect to certain services
performed in salvaging timber and clear-
ing debris left by a hurricane.

(2) Regulations. Regulations relating
to the taxes under Title VIII of the Social
Security Act are set forth in:

(i) Treasury Decision 4704 (26 CFR,
1938 ed., Part 401, Subpart G), approved
November 5, 1936, as amended, entitled
"Identification of Taxpayers under Title
VIII of the Social Security Act-Assign-
ment of Identification Numbers to Em-
ployers and Account Numbers to Em-
ployees";

(Ii) Regulations 91 (26 CFR, 1938 ed.,
Supps., Part 401, Subparts A-F), ap-
proved November 9, 1936, as amended,
entitled "Regulations 91 Relating to the
Employees' Tax and the Employers' Tax
under Title VIII of the Social Security
Act"; and

(iii) Treasury Decision 4739 (2 F. R.
1069) approved May 24, 1937, making
returns under Title VIII of the Social
Security Act available to the Social
Security Board.

(b) Federal Insurance Contributions
Act and regulations thereunder-(1)
Statutes. (I) Effective April 1, 1939, the
provisions of Title VIII of the Social Se-
curity Act were reenacted in the Internal
Revenue Code, approved February 10,
1939, as subchapter A of chapter 9 there-
of (53 Stat. 175). Such subchapter,
which supersedes Title VIII of the Social
Security Act, may be cited as the "Federal
Insurance Contributions Act," under the
authority contained in section 1432 of
such subchapter, as added by section 607
of the Social Security Act Amendments
of 1939 (53 Stat. 1387). The Federal
Insurance Contributions Act Imposes an
excise tax on employers of one or more
employees, and an Income tax on em-
ployees, measured by wages paid and re-
ceived on and after April 1, 1939, with
respect to employment after December
31, 1936; except that, in the case of wages
for services performed by individuals
after they have attained age 65, such act
(as amended by section 905 of the Social

Security Act Amendments of 1939 (53
Stat. 1400)) imposes such taxes with re-
spect to wages paid and received after
December 31, 1938, with respect to em-
ployment after such date.

(ii) Substantial changes in the provi-
sions of the Federal Insurance Contribu-
butions Act are effected by amendments
thereto contained in sections 601 to 607,
inclusive, and 903 to 905, inclusive, of the
Social Security Act Amendments of 1939
(53 Stat. 1381, 1400). In addition, the
application of the act is modified by sec-
tion 902 (f) of the Social Security Act
Amendments of 1939 (53 Stat. 1400)
and by section 2 of the act of August
11, 1939 (53 Stat. 1420), in the same
manner as such sections 902 (f) and
2 modify the application of Title VIII
of the Social Security Act (see para-
graph (a) (1)). The applicable provi-
sions of the Federal Insurance Contribu-
tions Act, as so amended, and the provi-
sions making such modifications, as well
as certain applicable provisions of inter-
nal revenue laws of particular impor-
tance, have been inserted in the appro-
priate places in, and are to be read in
connection with, the regulations In this
part.

(2) Regulations. The regulations con-
tained In Treasury Decision 4704, as
amended, Regulations 91, as amended,
and Treasury Decision 4739 are pre-
scribed under, and made applicable to,
the Federal Insurance Contributions Act
and other provisions of the Internal Rev-
enue Code, by Treasury Decision 4885,
approved February 11, 1939. (For
amendments to Regulations 91, as so
made applicable to the Internal Reve-
nue Code, see Treasury Decision 4934,
approved September 6, 1939; Treasury
Decision 4935, approved September 6,
1939; and Treasury Decision 4941, ap-
proved September 20, 1939. For the ex-
tent to which Treasury Decision 4704
and Regulations 91, as so made appli-
cable to the Internal Revenue Code, are
superseded by the regulations in this
part, see § 402.102. See also § 402.101,
relating to the scope of the regulations
in this part.)

SUBPART A-SCOPE OF PART
§ 402.101 Scope of part-(a) Taxes

with respect to wages paid after 1939.
The regulations in this part relate to the
employees' tax and employers' tax with
respect to wages paid and received on or
after January 1, 1940, imposed by the
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Federal Insurance Contributions Act
(subchapter A of chapter 9 of the In-
ternal Revenue Code), as amended and
modified by the Social Security Act
Amendments of 1939 and other provi-
sions of law.

(b) Additional subjects covered-(1)
Adjustments, settlements, and claims.
In addition to adjustments, settlements,
and claims made in conection with the
taxes with respect to wages paid and re-
ceived on or after January 1, 1940, the
regulations in this part also relate to ad-
justments, settlements, and claims made
on or after such date in connection with
the taxes under Title VIII of the Social
Security Act or under the Federal In-
surance Contributions Act in force prior
to January 1, 1940, with respect to wages
paid and received prior to such date, but
not to any adjustment reported in whole
or in part on any return (except an ad-
justment reported by means of a supple-
mental return) for a tax-return period
ended prior to such date.

(2) Identification of taxpayers. The
regulations in this part also relate to the
use after December 31, 1939, of account
numbers and identification numbers as-
signed to employees and employers under
Title VIII of the Social Security Act or
the Federal Insurance Contributions Act
in force before or after the first moment
of January 1, 1940, and to applications
for and assignment of such numbers
under the Federal Insurance Contribu-
tions Act in force after December 31,
1939.

(3) Employment. In addition to em-
ployment In the case of remuneration
therefor paid and received on or after
January 1, 1940, the regulations in this
part also relate to employment per-
formed on or after such date in the case
of remuneration therefor paid and re-
ceived prior to such date.
[Regs. 106, 5 F. R. 774, as amended by T. D.
5519, 11 F. R. 6757]

§ 402.102 Extent to which the regula-
tions in this part supersede Regulations
91 and Treasury Decision 4704. The reg-
ulations in this part with respect to the
subjects to which they relate, supersede:

(1) Regulations 91, approved Novem-
ber 9, 1936, as amended, as made appli-
cable to the Federal Insurance Contribu-
tions Act and other provisions of the
Internal Revenue Code by Treasury De-
cision 4885, approved February 11, 1939,
together with any amendments to such

regulations as so made applicable to the
Internal Revenue Code; and

(2) Treasury Decision 4704, approved
November 5, 1936, as amended, as made
applicable to the Federal Insurance Con-
tributions Act and other provisions of the
Internal Revenue Code by such Treasury
Decision 4885, together with any amend-
ments to such Treasury Decision 4704 as
so made applicable to the Internal Rev-
enue Code.

SUBPART B-DEFINITIONS

§ 402.201 General definitions and use
of terms. As used in the regulations in
this part:

(a) The terms defined in the provi-
sions of law shall have the meanings so
assigned to them.

(b) "Social Security Act" means the
act approved August 14, 1935 (49 Stat.
620).

(c) "Internal Revenue Code" means
the act approved February 10, 1939 (53
Stat. Part 1), entitled "An act to con-
solidate and codify the internal revenue
laws of the United States," as amended.

(d) "Social Security Act Amendments
of 1939" means the act approved August
10, 1939 (53 Stat. 1360).

(e) "Federal Insurance Contributions
Act" means subchapter A of chapter 9 of
the Internal Revenue Code, as amended.

f) "Act" means the Federal Insur-
ance Contributions Act, as defined in this
section.

(g) "Regulations 91" means the regu-
lations approved November 9, 1936, as
amended, relating to the employees' tax
and the employers' tax under Title VI
of the Social Security Act, and such reg-
ulations, as made applicable to subchap-
ter'A of chapter 9 and other provisions
of the Internal Revenue Code by Treas-
ury Decision 4885, approved February
11, 1939, together with any amendments
to such regulations as so made applicable
to the Internal Revenue Code.

(h) "Person" Includes an individual, a
corporation, a partnership, a trust or es-
tate, a joint-stock company, an associa-
tion, or a syndicate, group, pool, jbint
venture or other unincorporated organi-
zation or group, through or by means of
which any business, financial operation,
or venture Is carried on. It includes a
guardian, committee, trustee, executor,
administrator, trustee in bankruptcy, re-
ceiver, assignee for the benefit of cred-
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itors, conservator, or any person acting
in a fiduciary capacity.

(i) "Tax" means the employees' tax or
the employers' tax as respectively defined
in this section, or both.

(j) "Employees' tax" means the tax
imposed by section 1400 of the act, except
that such term when used in Subpart G
of this part includes also the tax imposed
by section 1400 of the Federal Insurance
Contributions Act in force prior to Au-
gust 10, 1939, and the tax imposed by
section 801 of the Social Security Act.

(W) "Employers' tax" means the tax
imposed by section 1410 of the act, except
that such term when used in Subpart G
of this part includes also the tax imposed
by section 1410 of the Federal Insurance
Contributions Act in force prior to August
10, 1939, and the tax imposed by section
804 of the Social Security Act.

(1) "Identification number" means the
identifying number of an employer as-
signed, as the case may be, under the act,
or the Federal Insurance Contributions
Act in force prior to August 10, 1939, or
Title VIII of the Social Security Act.

(m) "Account number" means the
identifying number of an employee as-
signed, as the case may be, under the act,
or the Federal Insurance Contributions
Act in force prior to August 10, 1939, or
Title VIII of the Social Security Act.

(n) "Social Security Board" means the
board established pursuant to Title VII
of the Social Security Act.

(o) The cross references in the regu-
lations in this part to other portions of
the regulations, when the word "see" is
used, are made only for convenience, and
shall be given no legal effect.

(p) "Social Security Act Amendments
of 1946" means the act approved August
10, 1946 (Pub. Law 719, 79th Cong., 60
Stat. 978).

(q) "Social Security Act Amendments
of 1947" means the act approved August
6, 1947 (Pub. Law 379, 80th Cong., 61
Stat. 793).
[Regs. 106, 5 F. R. 774, as amended by T. D.
5566, 12 F. R. 4176, T. D. 5592, 12 F. R. 7941]

§ 402.202 Employment prior to Janu-
ary 1, 1940. (a) Under the provisions of
section 1426 (b) of the Federal Insurance
Contributions Act, as amended, effective
January 1, 1940, by section 606 of the
Social Security Act Amendments of 1939,
services performed prior to January 1,
1940, constitute employment if they were
employment as defined in section 1426

Page 764

(b) prior to such date. Thus, services
performed prior to January 1, 1940, with-
in the United States by an employee for
the person employing him, constitute em-
ployment within the meaning of the Fed-
eral Insurance Contributions Act in force
on and after such date, unless the services
are excepted by section 1426 (b) of the
Federal Insurance Contributions Act in
force prior to such date. The services so
excepted are the services excepted by the
section (as originally enacted February
10, 1939), as amended by section 905 (a)
of the Social Security Act Amendments
of 1939. Such section 905 (a) repealed,
with respect only to services performed
on or after January 1, 1939, the exception
of services performed by an individual
after his attainment of age 65.

(b) The collection of tax under the act
with respect to certain services is pro-
hibited although such services are not
excepted by section 1426 (b) of the Fed-
eral Insurance Contributions Act in force
prior to January 1, 1940. Section 902 (f)
of the Social Security Act Amendments of
1939 provides that no tax shall be col-
lected under the act with respect to serv-
ices rendered prior to January 1, 1940,
which are described in paragraph (11),
relating to services in the employ of
foreign governments, and in paragraph
(12), relating to services in the employ
of certain instrumentalities of foreign
governments, of section 1426 (b) of the
Federal Insurance Contributions Act in
force on and after January 1, 1940; and
section 2 of the Act of August 11, 1939
(53 Stat. 1420), provides that no tax shall
be collected under the Federal Insurance
Contributions Act with respect to serv-
ices rendered prior to January 1, 1940,
in the employ of the owner or tenant of
land, in salvaging timber on such land,
or clearing such land of brush and other
debris, left by a hurricane. Section 5 (b)
of the International Organizations Im-
munities Act provides, in effect, that no
tax shall be collected under the Federal
Insurance Contributions Act with re-
spect to services rendered prior to
January 1, 1940, which are described
in paragraph (16) of section 1426 (b)
of the Federal Insurance Contributions
Act in force on and after January 1,
1946, relating to services in the employ
of an international organization. (For
provisions relating to services rendered
after December 31, 1939, and prior to
January 1, 1946, with respect to which
the collection of tax is prohibited by such
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section 5 (b), see § 402.206.) The exemp-
tion from taxation provided under such
section 5 (b) is subject to the provisions
of section 1 of the International Or-
ganizations Immunities Act (see provi-
sions of such section quoted immediately
preceding § 402.226a). Notwithstand-
ing the provisions of § 402.201 (a) and
of this section, the term "employment",
as used in this part, shall be deemed
not to include services with respect to
which the collection of tax is prohibited
by such section 902 f), such section 2,
or such section 5 (b), as the application
of the last-mentioned section may be
modified pursuant to such section 1.

(c) The taxes to which the regulations
in this part relate apply with respect to
remuneration paid on or after January
1, 1940, for services performed prior to
such date, to the extent that the remun-
eration and services constitute wages
and employment. (See §§ 402.227 and
402.228, relating to wages.)

(d) Whether services performed prior
to January 1, 1940, constitute employ-
ment within the meaning of the regula-
tions in this part shall be determined in
accordance with the applicable provi-
sions of Regulations 91, as amended.
[Regs. 106, 5 F. R. 774, as amended by T. D.
5519, 11 F. R. 67571

§ 402.203 Employment after Decem-
ber 31, 1939-(a) In general. Whether
services performed on or after January
1, 1940, constitute employment is deter-
mined under section 1426 (b) of the act,
that is, section 1426 (b), as amended,
effective January 1, 1940, by section 606
of the Social Security Act Amendments
of 1939, and as amended, effective Janu-
ary 1, 1946, by section 4 (c) of the Inter-
national Organizations Immunities Act,
and as further amended, effective Janu-
ary 1, 1940, by section 1 of Public Law
492, 80th Congress, relating to certain
vendors of newspapers and magazines.
This section and §§ 402.204 and 402.205
(relating to who are employees and em-
ployers), § 402.206 (relating to excepted
services in general), § 402.207 (relating
to included and excluded services), and
§§ 402.208-402.226 (relating to certain
classes of excepted services), apply with
respect only to services performed on or
after January 1, 1940. Section 402.226a,
relating to an additional class of ex-
cepted services, applies with respect only
to services performed on or after Janu-
ary 1, 1946. (For provisions relating to

the circumstances under which services
which do not constitute employment are
nevertheless deemed to be employment,
and relating to the circumstances under
which services which constitute employ-
ment are nevertheless deemed not to be
employment, see § 402.207. For provi-
sions relating to the circumstances under
which certain services with respect to
which the collection of tax is prohibited
are deemed not to be included within the
term, "employment" as used in this part,
see § 402.206. For provisions relating to
services performed prior to January 1,
1940, see § 402.202.)

(b) Services performed within the
United States. (1) Services performed
on or after January 1, 1940, within the
United States, that is, within any of the
several States, the District of Columbia,
or the Territory of Alaska or Hawaii,
by an employee for the person employ-
ing him, unless specifically excepted by
section 1426 (b) of the act, constitute
employment within the meaning of the
act. Services performed outside the
United States, that is, outside the sev-
eral States, the District of Columbia,
and the Territories of Alaska and Ha-
waii (except certain services performed
on or in connection with an American
vessel-see paragraph (c) of this sec-
tion), do not constitute employment.

(2) With respect to services per-
formed within the United States, the
place where the contract of service is
entered into and the citizenship or resi-
dence of the employee or of the person
employing him are immaterial. Thus,
the employee and the person employing
him may be citizens and residents of a
foreign country and the contract of
service may be entered into in a foreign
country, and yet, if the employee under
such contract actually performs services
within the United States, there may be
to that extent employment within the
meaning of the act.

(c) Services performed outside the
United States. (1) Services performed
on or after January 1, 1940, by an em-
ployee for the person employing him "on
or in connection with" an American ves-
sel outside the United States constitute
employment provided:

(1) The employee is also employed "on
and in connection with" such vessel when
outside the United States; and

(ii) The services are performed under
a contract of service, between the em-
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ployee and the person employing him,
which is entered into within the United
States, or during the performance of
which the vessel touches at a port within
the United States; and

(iII) The services are not excepted un-
der section 1426 (b) of the act. (See
particularly § 402.225, r e 1 a t I n g to
fishing.)

(2) An employee performs services on
and in connection with the vessel if he
performs services on the vessel which
are also in connection with the vessel.
Services performed on the vessel as
officers or members of the crew, or as
employees of concessionaires, of the ves-
sel, for example, are performed under
such circumstances, since such services
are also connected with the vessel.
Services may be performed on the vessel,
however, which have no connection with
it, as in the case of services performed
by an employee while on the vessel
merely as a passenger in the general
sense. For example, the services of a
buyer in the employ of a department
store while he is a passenger on a vessel
are not in connection with the vessel.

(3) If services are performed by an
employee "on and in connection with" an
American vessel when outside the United
States and subparagraph (1) (i) and
(iii) of this paragraph are met, then the
services of that employee performed on
or in connection with the vessel consti-
tute employment. The expression "on or
in connection with" refers not only to
services performed on the vessel but also
to services connected with the vessel
which are not actually performed on It
(for example, shore services performed
as officers or members of the crew, or as
employees of concessionaires, of the
vessel).

(4) Services performed by a member
of the crew or other employee whose
contract of service is not entered into
within the United States, and during the
performance of which the vessel does not
touch at a port within the United States,
do not constitute employment, notwith-
standing similar services performed by
others on or in connection with the
vessel may constitute employment.

(5) The word "vessel" includes every
description of watercraft, or other con-
trivance, used as a means of transporta-
tion on water. It does not include any
type of aircraft.

(6) The term "American vessel" means
any vessel which is documented (that is,
registered, enrolled, or licensed) or num-
bered in conformity with the laws of
the United States. It also includes any
vessel which Is neither documented nor
numbered under the laws of the United
States, nor documented under the laws
of any foreign country, if the crew of
such vessel is employed solely by one or
more citizens or residents of the United
States or corporations organized under
the laws of the United States or of any
State (including the District of Colum-
bia or the Territory of Alaska or Hawaii).

(7) With respect to services performed
outside the United States, the citizen-
ship or residence of the employee is im-
material, and the citizenship or resi-
dence of the person employing him is
material only in case it has a bearing in
determining whether a vessel is an
American vessel.

(d) Services performed for War Ship-
ping Administration or Bonneville Power
Administrator. Notwithstanding any
other provision of this part, such services
as constitute employment under section
1426 (i) or (j) of the act shall constitute
employment within the meaning of the
act and of this part. Section 1426 (i)
of the act relates to certain services per-
formed after September 30, 1941, and
prior to the termination of title I of the
First War Powers Act, 1941, on or in con-
nection with a vessel by an officer or
member of the crew as an employee of
the United States employed through the
War Shipping Administration or, in re-
spect of such services performed before
February 11, 1942, the United States
Maritime Commission. Section 1426 (J)
of the act relates to services performed
after December 31, 1945, by certain la-
borers, mechanics, or workmen, In con-
nection with construction work or the
operation and maintenance of electrical
facilities, as employees of the United
States employed through the Bonneville
Power Administrator.
[Regs. 106, 5 F. R. 774, as amended by T. D.

5502, 11 F. R. 2920, T. D. 5519, 11 F. R. 6757,
T. D. 5665, 13 F. R. 66031

§ 402.204 Who are employees. (a)
Every individual is an employee If the
relationship between him and the person
for whom he performs services is the
legal relationship of employer and em-
ployee.

(b) Generally such relationship exists
when the person for whom services are
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performed has the right to control and
direct the individual who performs the
services, not only as to the result to be
accomplished by the work but also as to
the details and means by which that re-
sult is accomplished. That is, an em-
ployee is subject to the will and control
of the employer not only as to what
shall be done but how it shall be done.
In this connection, it is not necessary
that the employer actually direct or con-
trol the manner in which the services are
performed; it is sufficient if he has the
right to do so. The right to discharge is
also an important factor indicating that
the person possessing that right is an
employer. Other factors characteristic
of an employer, but not necessarily pres-
ent in every case, are the furnishing of
tools and the furnishing of a place to
work, to the individual who performs the
services. In general, If an individual is
subject to the control or direction of
another merely as to the result to be ac-
complished by the work and not as to the
means and methods for accomplishing
the result, he is an independent con-
tractor. An individual performing serv-
ices as an independent contractor is not
as to such services an employee.

(c) Generally, physicians, lawyers,
dentists, veterinarians, contractors, sub-
contractors, public stenographers, auc-
tioneers, and others who follow an inde-
pendent trade, business, or profession, In
which they offer their services to the
public, are independent contractors and
not employees.

(d) Whether the relationship of em-
ployer and employee exists will in doubt-
ful cases be determined upon an exami-
nation of the particular facts of each
case.

(e) If the relationship of employer
and employee exists, the designation or
description of the relationship by the
parties as anything other than that of
employer and employee is immaterial.
Thus, if such relationship exists, it is of
no consequence that the employee is
designated as a partner, coadventurer,
agent, or independent contractor.

(f) The measurement, method, or
designation of compensation is also im-
material, if the relationship of employer
and employee in fact exists.

(g) No distinction is made between
classes or grades of employees. Thus,
superintendents, managers, and other
superior employees are employees. An
officer of a corporation is an employee of

the corporation but a director as such is
not. A director may be an employee of
the corporation, however, if he performs
services for the corporation other than
those required by attendance at and
participation In meetings of the board
of directors.

(h) Although an individual may be
an employee under this section, his serv-
ices may be of such a nature, or per-
formed under such circumstances, as not
to constitute employment within the
meaning of the act. (See § 402.203)

§ 402.205 Who are employers. (a)
Every person is an employer if he em-
ploys one or more employees. Neither
the number of employees employed nor
the period during which any such em-
ployee is employed is material.

(b) An employer may be an individ-
ual, a corporation, a partnership, a trust,
an estate, a joint-stock company, an as-
sociation, or a syndicate, group, pool,
joint venture, or other unincorporated
organization, group, or entry. A trust
or estate, rather than the fiduciary act-
ing for or on behalf of the trust or es-
tate, is generally the employer.

(c) Although a person may be an em-
ployer under this section, services per-
formed in his employ may be of such a
nature, or performed under such cir-
cumstances, as not to constitute employ-
ment within the meaning of the act.
(See § 402.203)

§ 402.206 Excepted services in gen-
eral. (a) Services performed on or after
January 1, 1940, by an employee for the
person employing him do not constitute
employment for purposes of the tax if
they are specifically excepted by any
of the numbered paragraphs of section
1426 (b) of the act, that is, section
1426 (b), as amended, effective January
1, 1940, by section 606 of the Social Se-
curity Act Amendments of 1939, and as
amended, effective January 1, 1946, by
section 4 (c) of the International Organi-
zations Immunities Act, and as further
amended, effective January 1, 1940, by
section 1 of Public Law 492, 80th Con-
gress, relating to certain vendors of news-
papers and magazines. Such services do
not constitute employment for purposes
of the tax even though they are per-
formed within the United States, or are
performed outside the United States on
or in connection with an American vessel.

(b) The exception attaches to the
services performed by the employee and
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not to the employee as an individual; that
is, the exception applies only to the serv-
ices rendered by the employee In an ex-
cepted class.

Example. A is an individual who is em-
ployed part time by B to perform services
which constitute "agricultural labor." (See
§ 402.208.) A is also employed by C part time
to perform services as a grocery clerk in a
store owned by him. While no tax liability
is incurred with respect to A's remuneration
for services performed in the employ of B
(the services being excepted as agricultural
labor), the exception does not embrace the
services performed by A In the employ of C
which constitute employment and the tax
attaches with respect to the wages (see
§ 402.227) for such services.

This section, § 402.207 (relating to in-
cluded and excluded services), and
§§ 402.208 to 402.226, inclusive (relating
to certain classes of excepted services),
apply with respect only to services per-
formed on or after January 1, 1940.
Section 402.226a, relating to an addi-
tional class of excepted services, applies
with respect only to services performed
on or after January 1, 1946. (For pro-
visions relating to the circumstances
under which services which are excepted
are nevertheless deemed to be employ-
ment, and relating to the circumstances
under which services which are not ex-
cepted are nevertheless deemed not to be
employment, see § 402.207. For provi-
sions relating to services performed prior
to January 1, 1940, see § 402.202.)

(c) The collection of tax under the act
with respect to certain services rendered
prior to January 1, 1946, is prohibited al-
though such services are not excepted by
section 1426 (b) of the act in force prior
to such date. Section 5 (b) of the Inter-
national Organizations Immunities Act
provides that no tax shall be collected
under the Federal Insurance Contribu-
tions Act with respect to services ren-
dered prior to January 1, 1946, which
are described in paragraph (16) of sec-
tion 1426 (b) of the Federal Insurance
Contributions Act in force on and after
such date, relating to services in the
employ of an international organization.
The exemption from taxation provided
under such section 5 (b) is subject to
the provisions of section 1 of the Interna-
tional Organizations Immunities Act (see
provisions of such section quoted imme-
diately preceding § 402.226a). Notwith-
standing any other provision of this part
services with respect to which the col-
lection of tax is prohibited by such see-

Page 168

tion 5 (b), as the application of such
section may be modified pursuant to such
section 1, shall be deemed not to be In-
cluded within the term "employment" as
used in this part.
[Regs. 106, 5 F. R. 774, as amended by T. D.
5519, 11 F. R. 6757, T. D. 5665, 13 F. R. 6603]

§ 402.207 Included and excluded serv-
ices. (a) If a portion of the services
performed by an employee for the person
employing him during a pay period con-
stitutes employment, and the remainder
does not constitute employment, all the
services of the employee during the pe-
riod shall for purposes of the tax be
treated alike, that is, either all as in-
cluded or all as excluded. The time dur-
ing which the employee performs services
which under section 1426 (b) of the act
constitute employment, and the time
during which he performs services which
under such section do not constitute em-
ployment, within the pay period, deter-
mine whether all the services during the
pay period shall be deemed to be included
or excluded.

(b) If one-half or more of the em-
ployee's time in the employ of a particu-
lar person in a pay period is spent in
performing services which constitute
employment, then all the services of that
employee for that person in that pay
period shall be deemed to be employment.

(c) If less than one-half of the em-
ployee's time in the employ of a particu-
lar person in a pay period is spent in
performing services which constitute
employment, then none of the services
of that employee for that person in that
pay period shall be deemed to be
employment.

Example 1. Employee A is employed by B
who operates a farm and a store. A's serv-
ices on the farm are such that they are
excepted as agricultural labor and do not
constitute employment, and his services in
the store constitute employment. He is paid
at the end of each month. During a partic-
ular month A works 120 hours on the farm
and 80 hours in the store. None of A's
services during the month are deemed to be
employment, since less than one-half of his
services during the month constitutes em-
ployment.

During another month A works 75 hours
on the farm and 120 hours in the store. All
of A's services during the month are deemed
to be employment, since one-half or more of
his services during the month constitutes
empl6yment.

Example 2. Employee C is employed'as
a maid by D, a medical doctor, whose home
and office are located in the same building.
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C's services in the home are excepted as do-
mestic service and do not constitute employ-
ment, and her services in the office constitute
employment. She is paid each week. During
a particular week C works 20 hours in the
home and 20 hours in the office. All of C's
services during that week are deemed to be
employment, since one-half or more of her
services during the week constitutes employ-
ment.

During another week C works 22 hours in
the home and 15 hours in the office. None
of C's services during that week are deemed
to be employment, since less than one-half
of her services during the week constitutes
employment.

(d) For purposes of this section, a "pay
period" is the period (of not more than
31 consecutive calendar days) for which
a payment of remuneration is ordinarily
made to the employee by the person em-
ploying him. Thus, if the periods for
which payments of remuneration are
made to the employee by such person are
of uniform duration, each such period
constitutes a "pay period." If, however,
the periods occasionally vary in duration,
the "pay period" is the period for which
a payment of remuneration is ordinarily
made to the employee by such person,
even though that period does not coin-
cide with the actual period for which a
particular payment of remuneration is
made. For example, if a person ordi-
narily pays a particular employee for
each calendar week at the end of the
week, but the employee receives a pay-
ment in the middle of the week for the
portion of the week already elapsed and
receives the remainder at the end of the
week, the "pay period" is still the cal-
endar week; or if, instead, that employee
is sent on a trip by such person and
receives at the end of the third week a
single remuneration payment for 3
weeks' services, the "pay period" is still
the calendar week.

(e) If there is only one period (and
such period does not exceed 31 consecu-
tive calendar days) for which a payment
of remuneration is made to the employee
by the person employing him, such period
is deemed to be a "pay period" for pur-
poses of this section.

(f) The rules set forth in this section
do not apply (1) with respect to any
services performed by the employee for
the person employing him if the periods
for which such person makes payments
of remuneration to the employee vary to
the extent that there is no period "for
which a payment of remuneration is or-
dinarily made to the employee," or (2)

with respect to any services performed
by the employee for the person employing
him if the period for which a payment
of remuneration is ordinarily made to
the employee by such person exceeds 31
consecutive calendar days, or (3) with
respect to any service performed by the
employee for the person employing him
during a pay period if any of such serv-
ice is excepted by section 1426 (b) (9)
of the act . (See § 402.216.)

(g) If during any period for which a
person makes a payment of remunera-
tion to an employee only a portion of the
employee's services constitutes employ-
ment, but the rules prescribed herein are
not applicable, the tax attaches with re-
spect to such services as constitute em-
ployment as defined in section 1426 (b)
of the act.

§ 402.208 Agricultural labor-(a) In
general. (1) Services performed by an
employee for the person employing him
which constitute "agricultural labor" as
defined in section 1426 (h) of the act are
excepted. The term as so defined in-
cludes services of the character described
in paragraphs (b), (c), (d), and (e) of
this section.

(2) In general, however, the term does
not include services performed in con-
nection with forestry, lumbering, or land-
scaping.

(b) Services described in section 1426
Ch) (1) of the act. (1) Services per-
formed on a farm by an employee of any
person in connection with any of the
following activities are excepted as agri-
cultural labor:

(i) The cultivation of the soil;
(ii) The raising, shearing, feeding,

caring for, training, or management of
livestock, bees, poultry, fur-bearing ani-
mals, or wildlife; or

(iii) The raising or harvesting of any
other agricultural or horticultural com-
modity.

(2) The term "farm" as used in this
section includes stock, dairy, poultry,
fruit, fur-bearing animal, and truck
farms, plantations, ranches, nurseries,
ranges, orchards, and such greenhouses
and other similar structures as are used
primarily for the raising of agricultural
or horticultural commodities. Green-
houses and other similar structures used
primarily for other purposes (for exam-
ple, display, storage, and fabrication of
wreaths, corsages, and bouquets), do not
constitute "farms."
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(c) Services described in section 1426
(h) (2) of the act. (1) The following
services performed by an employee in the
employ of the owner or tenant or other
operator of one or more farms are ex-
cepted as agricultural labor, provided the
major part of such services is per-
formed on a farm:

(I) Services performed in connection
with the operation, management, con-
servation, improvement, or maintenance
of any of such farms or its tools or
equipment; or

(ii) Services performed in salvaging
timber, or clearing land of brush and
other debris, left by a hurricane.

(2) The services described in subpara-
graph (1) (i) of this paragraph may in-
clude, for example, services performed
by carpenters, painters, mechanics, farm
supervisors, irrigation engineers, book-
keepers, and other skilled or semiskilled
workers, which contribute in any way to
the conduct of the farm or farms, as such,
operated by the person employing them,
as distinguished from any other enter-
prise in which such person may be en-
gaged.

(3) Since the services, described in
this paragraph must be performed in the
employ of the owner or tenant or other
operator of the farm, the exception does
not extend to services performed by em-
ployees of a commercial painting con-
cern, for example, which contracts with
a farmer to renovate his farm properties.

(d) Services described in section 1426
(h) (3) of the act. Services performed
by an employee in the employ of any
person in connection with any of the
following operations are excepted as ag-
ricultural labor without regard to the
place where such services are performed:

(1) The ginning of cotton;
(2) The hatching of poultry;
(3) The raising or harvesting of mush-

rooms;
(4) The operation or maintenance of

ditches, canals, reservoirs, or waterways
used exclusively for supplying or storing
water for farming purposes;

(5) The production or harvesting of
maple sap or the processing of maple
sap into maple sirup or maple sugar (but
not the subsequent blending or other
processing of such sirup or sugar with
other products); or

(6) The production or harvesting of
crude gum (oleoresin) from a living tree
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or the processing of such crude gum Into
gum spirits of turpentine and gum rosin,
provided such processing is carried on
by the original producer of such crude
gum.

(e) Services described in section 1426
(h) (4) of the act. (1) (1) Services per-
formed by an employee in the employ
of a farmer or a farmers' cooperative or-
ganization or group in the handling,
planting, drying, packing, packaging,
processing, freezing, grading, storing, or
delivering to storage or to market or to
a carrier for transportation to market,
of any agricultural or horticultural com-
modity, other than fruits and vegetables
(see subparagraph (2) of this para-
graph), produced by such farmer or
farmer-members of such organization or
group of farmers are excepted, provided
such services are performed as an inci-
dent to ordinary farming operations.

(iQ) Generally services are performed
"as an incident to ordinary farming op-
erations" within the meaning of this
paragraph if they are services of the
character ordinarily performed by the
employees of a farmer or of a farmers'
cooperative organization or group as a
prerequisite to the marketing, in its un-
manufactured state, of any agricultural
or horticultural commodity produced by
such farmer or by the members of such
farmers' organization or group. Services
performed by employees of such farmer
or farmers' organization or group in the
handling, planting, drying, packing,
packaging, processing, freezing, grading,
storing, or delivering to storage or to
market or to a carrier for transportation
to market, of commodities produced by
persons other than such farmer or mem-
bers of such farmers' organization or
group are not performed "as an incident
to ordinary farming operations."

(2) Services performed by an employee
in the employ of any person in the han-
dling, planting, drying, packing, packag-
ing, processing, freezing, grading, stor-
ing, or delivering to storage or to market
or to a carrier for transportation to mar-
ket, of fruits and vegetables, whether or
not of a perishable nature, are excepted
as agricultural labor, provided such serv-
ices are performed as an incident to the
preparation of such fruits and vegetables
for market. For example, if services In
the sorting, grading, or storing of fruits,
or in the cleaning of beans, are performed
as an incident to their preparation for
market, such services may be excepted
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whether performed in the employ of a
farmer, a farmers' cooperative, or a com-
mercial handler of such commodities.

(3) The services described in subpara-
graphs (1) and (2) of this paragraph,
do not include services performed in con-
nection with commercial canning or
commercial freezing or in connection
with any commodity after its delivery to
a terminal market for distribution for
consumption. Moreover, since the ex-
cepted services described In such sub-
paragraphs must be rendered In the ac-
tual handling, planting, drying, packing,
packaging, processing, freezing, grading,
storing, or delivering to storage or to
market or to a carrier for transportation
to market, of the commodity, such serv-
ices do not, for example, include services
performed as stenographers, bookkeep-
ers, clerks, and other office employees,
even though such services may be in
connection with such activities. How-
ever, to the extent that the services of
such individuals are performed in the
employ of the owner or tenant or other
operator of a farm and are rendered in
major part on a farm, they may be
within the provisions of paragraph (c)
of this section.

§ 402.209 Domestic service. (a) Serv-
ices of a household nature performed by
an employee in or about the private home
of the person by whom he is employed,
or performed in or about the club rooms
or house of a local college club or local
chapter of a college fraternity or sorority
by which he is employed, are included
within the exception stated in section
1426 (b) (2).

(b) A private home is the fixed place
of abode of an individual or family.

(c) A local college club or local chapter
of a college fraternity or sorority does
not include an alumni club or chapter.

(d) If the home is utilized primarily
for the purpose of supplying board or
lodging to the public as a business enter-
prise, it ceases to be a private home and
the services performed therein are not
excepted. Likewise, If the club rooms or
house of a local college club or local
chapter of a college fraternity or sorority
is used primarily for such purpose, the
services performed therein are not within
the exception.

(e) In general, services of a household
nature in or about a private home include
services rendered by cooks, maids, but-
lers, valets, laundresses, furnacemen,

gardeners, footmen, grooms, and chauf-
feurs of automobiles for family use. In
general, services of a household nature
in or about the club rooms or house of a
local college club or local chapter of a
college fraternity or sorority include
services rendered by cooks, maids, but-
lers, laundresses, furn~cemen, waiters,
and housemothers.

(f) The services above enumerated are
not within the exception if performed in
or about rooming or lodging houses,
boarding houses, clubs (except local col-
lege clubs), hotels, or commercial offices
or establishments.

(g) Services performed as a private
secretary, even though performed in the
employer's home, are not within the ex-
ceptin.

§ 402.210 Casual labor not in the
course of employer's trade or business.
(a) The term "casual labor" includes
labor which is occasional, incidental, or
irregular.

(b) The expression "not in the course
of the employer's trade or business" in-
cludes labor that does not promote or
advance the trade or business of the em-
ployer.

(c) Thus, labor which Is occasional,
incidental, or Irregular, and does not
promote or advance the employer's trade
or business, is excepted.

Example 1. A's business is that of oper-
ating a sawmill. He employs B, a carpenter,
at an hourly wage to repair his home. B
works irregularly and spends the greater part
of 2 days in completing the work. Since
B's labor is casual and is not in the course
of A's trade or business, such services are
excepted.

(d) Casual labor, that is, labor which
is occasional, incidental, or irregular,
but which is in the course of the em-
ployer's trade or business, does not come
within the exception stated in paragraph
(c) of this section.

Example 2. C's business is that of operat-
ing a sawmill. He employs D for 2 hours, at
an hourly wage, to remove sawdust from his
mill. D's labor is casual since it is occa-
sional, incidental, or irregular, but it is in
the course of C's trade or business and is not
excepted.

Example 3. E is engaged in the business
of operating a department store. He em-
ploys additional clerks for short periods.
While the services of the clerks may be cas-
ual, they are in the course of the employer's
trade or business and, therefore, not ex-
cepted.
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(e) Casual labor performed for a cor-
poration does not come within this ex-
ception.

§ 402.211 Family employment. (a)
Certain services are excepted because of
the existence of a family relationship be-
tween the employee and the individual
employing him. The exceptions are as
follows:

(1) Services performed by an individ-
ual in the employ of his or her spouse;

(2) Services performed by a father or
mother in the employ of his or her son
or daughter; and

(3) Services performed by a son or
daughter under the age of 21 in the em-
ploy of his or her father or mother.

(b) Under paragraph (a) (1) arid (2)
of this section, the exception is condi-
tioned solely upon the family relation-
ship between the employee and the
Individual employing him. Under para-
graph (a) (3) of this section, in addition
to the family relationship, there is a
further requirement that the son or
daughter shall be under the age of 21,
and the exception continues only during
the time that such son or daughter is
under the age of 21.

(c) Services performed in the employ
of a corporation are not within the ex-
ception. Services performed In the em-
ploy of a partnership are not within the
exception unless the requisite family re-
lationship exists between the employee
and each of the partners comprising the
partnership.
[Regs. 106, 5 F. R. 774, as amended by T. D.
5062, 6 F. R. 36931

§ 402.212 (a) Vessel not an American
vessel. Certain services performed with-
in the United States "on or in connection
with" a vessel not an American vessel are
excepted. In order to be excepted, the
services must be performed by an em-
ployee who is also employed "on and in
connection with" the vessel when outside
the United States.

(b) An employee performs services on
and in connection with the vessel if he
performs services on the vessel when out-
side the United States which are also in
connection with the vessel. Services
performed on the vessel outside the
United States as officers or members of
the crew, or as employees of concession-
aires, of the vessel, for example, are per-
formed under such circumstances, since
such services are also connected with the
vessel. Services may be performed on

the vessel, however, which have no con-
nection with it, as in the case of services
performed by an employee while on the
vessel merely as a passenger in the gen-
eral sense. For example, the services of
a buyer in the employ of a department
store while he is a passenger on a vessel
are not in connection with the vessel.

(c) The expression "on or in connec-
tion with" refers not only to services per-
formed on the vessel but also to services
connected with the vessel which are not
actually performed on it (for example,
shore services performed as officers or
members of the crew, or as employees
of concessionaires, of the vessel).

(d) The citizenship or residence of the
employee and the place where the con-
tract of service is entered into are im-
material for purposes of this exception.
and the citizenship or residence of the
person employing him is material only
in case it has a bearing in determining
whether the vessel is an American ves-
sel. (For definitions of "vessel" and
"American vessel," see § 402.203 (c).)

(e) Since the only services performed
outside the United States which consti-
tute employment are those described in
§ 402.203 (c) (relating to services per-
formed outside the United States on or
in connection with an American vessel),
services performed outside the United
States on or in connection with a vessel
not an American vessel in any event do
not constitute employment.

§ 402.213 United States and instru-
mentalities thereof. (a) Services per-
formed in the employ of the United
States Government, except as provided
in section 1426 (i) or CQ) of the act (see
§ 402.203 (d) ), are excepted. Services
performed in the employ of an instru-
mentality of the United States are also
excepted if the instrumentality is either
wholly owned by the United States, or
exempt from the employers' tax by virtue
of any other provision of law.

(b) Services performed In the employ
of an instrumentality of the United
States which is neither wholly owned by
the United States nor exempt from the
employers' tax by virtue of any other
provision of law are not within the
exception.

(c) Services performed in the employ
of a national bank or a State member
bank of the F~deral Reserve System, for
example, are not within the exception.
[Regs. 106, 5 F. R. 774, as amended by T. D.
5502, 11 F. R. 2920]
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§ 402.214 States and their political
subdivisions and instrumentalities. (a)
Services performed in the employ of any
State, or of any political subdivision
thereof, are excepted. Services per-
formed in the employ of an instrumen-
tality of one or more States or political
subdivisions thereof are excepted if the
Instrumentality is wholly owned by one
or more of the foregoing. Services per-
formed in the employ of an instrumen-
tality of one or more of the several States
or political subdivisions thereof which is
not wholly owned by one or more of the
foregoing are excepted only to the extent
that the instrumentality is with respect
to such services immune under the Con-
stitution of the United States from the
employers' tax.

(b) The term "State" includes the Dis-
trict of Columbia and the Territories of
Alaska and Hawaii.

§ 402.215 Religious, charitable, scien-
tific, literary, and educational organiza-
tions and community chests. (a) Serv-
ices performed by an employee in the
employ of an organization of the class
specified In section 1426 (b) (8) of the
act are excepted.

(b) For purposes of this exception
the nature of the services performed is
immaterial; the statutory test is the
character of the organization for which
the services are performed.

(c) In all cases, in order to establish
its status under the statutory classifica-
tion, the organization must meet the fol-
lowinj three tests:

(1) It must be organized and operated
exclusively for one or more of the speci-
fied purposes;

(2) Its net income must not inure in
whole or in part to the benefit of private
shareholders or Individuals; and

(3) It must not by any substantial part
of its activities attempt to influence leg-
islation by propaganda or otherwise.

(d) Corporations or other institutions
organized and operated exclusively for
charitable purposes comprise, in general,
organizations for the relief of the poor.
The fact that an organization established
for the relief of indigent persons may re-
ceive voluntary contributions from the
persons intended to be relieved will not
necessarily affect status under the law.

(e) An educational organization with-
in the meaning of section 1426 (b)
(8) of the act is one designed primarily

for the improvement or development of
the capabilities of the Individual, but,
under exceptional circumstances, may
include an association whose sole purpose
is the instruction of the public, or an
association whose primary purpose is to
give lectures on subjects useful to the
individual and beneficial to the commun-
ity, even though an association of either
class has incidental amusement features.
An organization formed, or availed of,
to disseminate controversial or parti-
san propaganda is not an educational
organization. However, the publication
of books or the giving of lectures advo-
cating cause of a controversial nature
shall not of itself be sufficient to deny
an organization the exemption, If car-
rying on propaganda, or otherwise at-
tempting, to Influence legislation form
no substantial part of its activities, its
principal purpose and substantially all
of its activities being clearly of a non-
partisan, noncontroversial, and educa-
tional nature.

(f) Since a corporation or other insti-
tution to be within the prescribed class
must be organized and operated exclu-
sively for one or more of the specified
purposes, an organization which has
certain religious purposes and which
also manufactures and sells articles to
the public for profit is not within the
statutory class even though its property
is held in common and its profits do
not inure to the benefit of individual
members of the organization.

(g) An organization otherwise within
the statutory class does not lose its status
as such by receiving income such as rent,
dividends, and interest from invest-
ments, provided such income is devoted
exclusively to one or more of the speci-
fied purposes.

(h) If an organization has established
its status under section 1426 (b) (8) of
the act, it need not thereafter make a
return or any further showing with re-
spect to its status under the act unless
it changes the character of its organiza-
tion or operations or the purpose for
which it was originally created.

§ 402.216 Railroad industry; employ-
ees and employee representatives under
section 1532 of the Internal Revenue
Code. Services performed by an indi-
vidual as an "employee" or as an "em-
ployee representative," as those terms
are defined in section 1532 of subchapter
B of chapter 9 of the Internal Revenue
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Code (which subchapter corresponds to
and, effective April 1, 1939, superseded
the Carriers Taxing Act of 1937), are ex-
cepted. (For definitions of employee and
employee representative, see such sec-
tion and the regulations issued pursuant
to such subchapter B.)

§ 402.217 Organizations exempt from
income tax-(a) In general. This sec-
tion deals with the exception of services
performed in the employ of certain or-
ganizations exempt from income tax un-
der section 101 of the Internal Revenue
Code. If the services meet the tests set
forth in paragraph (b), (c), or d) of
this section, such services are excepted.

(See also § 402.215 for provisions re-
lating to the exception of services per-
formed in the employ of religious, chari-
table, scientific, literary, and educational
organizations and community chests of
the type described in section 101 (6) of
the Internal Revenue Code; § 402.218 for
provisions relating to the exception of
services performed in the employ of ag-
ricultural and horticultural organiza-
tions exempt from income tax under
section 101 (1) of the Code; § 402.219 for
provisions relating to the exception of
services performed in the employ of vol-
untary employees' beneficiary associa-
tions of the type described in section 101
(16) of the Code; and § 402.220 for pro-
visions relating to the exception of serv-
ices performed in the employ of Federal
employees' beneficiary associations of
the type described in section 101 (19) of
the Code.)

(b) Remuneration not in excess of $45
for calendar quarter. Services per-
formed by an employee in a calendar
quarter in the employ of an organization
exempt from income tax under section
101 of the Internal Revenue Code are
excepted, if the remuneration for the
services does not exceed $45. The ex-
ception applies separately with respect
to each organization for which the em-
ployee renders services in a calendar
quarter. A calendar quarter is a period
of 3 calendar months ending on March
31, June 30, September 30, or December
31. The type of services performed by
the employee and the place where the
services are performed are immaterial;
the statutory tests are the character of
the organization in whose employ the
services are performed and the amount
of the remuneration for services per-
formed by the employee in the calendar
quarter.

Example 1. X is a local lodge of a fraternal
organization and is exempt from income tax
under section 101 (3) of the Internal Rev-
enue Code. X has two paid employees, A,
who serves exclusively as recording secre-
tary for the lodge, and B, who performs serv-
ices for the lodge as Janitor of its clubhouse.
For services performed during the first cal-
endar quarter of 1940 (that is, Janudry 1,
1940, through March 31, 1940, both dates
inclusive) A earns a total of $30. For serv-
ices performed during the same calendar
quarter B earns $180. Since the remunera-
tion for the services performed by A during
such quarter does not exceed $45, all of such
services are excepted, and the tax does not
attach with respect to any of the remunera-
tion for such services. Since the remunera-
tion for the services performed by B during
such quarter, however, does exceed $45, none
of such services are excepted, and the tax
attaches with respect to all of the remunera-
tion for such services (that is, $180) as and
when paid.

Example 2. The facts are the same as in
Example 1, above, except that on April 1,
1940, A's salary is increased and, for services
performed during the calendar quarter be-
ginning on that date (that is, April 1, 1940,
through June 30, 1940, both dates inclusive),
A earns a total of $60. Although all of the
services performed by A during the first quar-
ter were excepted, none of A's services per-
formed during the second quarter are ex-
cepted since the remuneration for such serv-
ices exceeds $45. The tax attaches with re-
spect to all of the remuneration for services
performed during the second quarter (that
is, $60) as and when paid.

Example 3. The facts are the same as In
Example 1, above, except that A earns $120
for services performed during the year 1940,
and such amount is paid to him in a lump
sum at the end of the year. The services
performed by A in any calendar quarter dur-
ing the year are excepted if the portion of
the $120 attributable to services performed
in that quarter does not exceed $45. If, how-
ever, the portion of the $120 attributable to
services performed in any calendar quarter
during the year does exceed $45, the services
during that quarter are not excepted, and
the tax attaches with respect to that portion
of the remuneration attributable to his serv-
ices in that quarter.

(c) Collection of dues or premiums for
fraternal beneficiary societies, and ritu-
alistic services in connection with such
societies. The following services per-
formed by an employee in the employ
of a fraternal beneficiary society, order,
or association exempt from income tax
under section 101 of the Internal Reve-
nue Code are excepted:

(1) Services performed away from the
home office of such a society, order, or
association in connection with the col-
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lection of dues or premiums for such
society, order, or association; and

(2) Ritualistic services (wherever per-
formed) in connection with such a so-
ciety, order, or association.

For purposes of this paragraph the
amount of the remuneration for services
performed by the employee in the calen-
dar quarter is immaterial; the statutory
tests are the character of the organiza-
tion in whose employ the services are
performed, the type of services, and, in
the case of collection of dues or premi-
ums, the place where the services are
performed.

(d) Students employed by organiza-
tions exempt from income tax. Services
performed in the employ of an organi-
zation exempt from income tax under
section 101 of the Internal Revenue Code
by a student who is enrolled and is regu-
larly attending classes at a school, col-
lege, or university, are excepted. For
purposes of this paragraph, the amount
of remuneration for services performed
by the employee in the calendar quarter,
the type of services, and the place where
such services are performed are immate-
rial; the statutory tests are the char-
acter of the organization in whose em-
ploy the services are performed and the
status of the employee as a student en-
rolled and regularly attending classes at
a school, college, or university.

The term "school, college, or univer-
sity" within the meaning of this excep-
tion is to be taken in its commonly or
generally accepted sense.

(For provisions relating to services per-
formed by a student enrolled and reg-
ularly attending classes at a school,
college, or university not exempt from
income tax in the employ of such school,
college, or university, see § 402.221.)

§ 402.218 Agricultural and horticul-
tural organizations exempt from income
tax. (a) Services performed by an em-
ployee in the employ of an agricultural or
horticultural organization exempt from
income tax under section 101 (1) of the
Internal Revenue Code are excepted.

(b) For purposes of this exception, the
type of services performed by the em-
ployee, the amount of remuneration for
such services, and the place where
such services are performed are imma-
terial; the statutory test is the character
of the organization in whose employ the
services are performed.

§ 402.219 Voluntary employees' bene-
ficiary associations. (a) Services per-
formed by an employee in the employ of
an organization of the character de-
scribed in section 1426 (b) (10) (C) of
the act are excepted.

(b) For purposes of this exception, the
type of services performed by the em-
ployee, the amount of remuneration for
such services, and the place where such
services are performed are Immaterial;
the statutory test is the character of the
organization in whose employ the services
are performed.

§ 402.220 Federal employees' benefici-
ary associations. (a) Services performed
by an employee in the employ of an or-
ganization of the character described in
section 1426 (b) (10) (D) are excepted.

(b) For purposes of this exception, the
type of services performed by the em-
ployee, the amount of remuneration for
such services, and the place where such
services are performed are immaterial;
the statutory test is the character of the
organization in whose employ the serv-
ices are performed.

§ 402.221 Students employed by
schools, colleges, or universities not ex-
empt from income tax. (a) Services
performed in a calendar quarter by a stu-
dent in the employ of a school, college, or
university not exempt from income tax
under section 101 of the Internal Reve-
nue Code are excepted, provided:

(1) The services are performed by a
student who is enrolled and is regularly
attending classes at such school, college,
or university; and

(2) The remuneration for such serv-
ices performed in such calendar quarter
does not exceed $45, exclusive of room,
board, and tuition furnished by the
school, college, or university.

(b) A calendar quarter is a period of
3 calendar months ending on March 31,
June 30, September 30, or December 31.

(c) For purposes of this exception, the
type of services performed by the em-
ployee and the place where the services
are performed are immaterial; the statu-
tory tests are the character of the or-
ganization in whose employ the services
are performed, the amount of remunera-
tion for services performed by the em-
ployee in the calendar quarter, and the
status of the employee as a student en-
rolled and regularly attending classes at
the school, college, or university in whose
employ he performs the services.
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(d) The term "school, college, or uni-
versity" within the meaning of this ex-
ception is to be taken in its commonly or
generally accepted sense.

(For provisions relating to services per-
formed by a student in the employ of an
organization exempt from income tax,
see § 402.217 (d).)

§ 402.222 Foreign governments. (a)
Services performed by an employee in
the employ of a foreign government are
excepted. The exception includes not
only services performed by ambassadors,
ministers, and other diplomatic officers
and employees but also services per-
formed as a consular or other officer or
employee of a foreign government, or as
a nondiplomatic representative thereof.

(b) For purposes of this exception, the
citizenship or residence of the employee
Is immaterial. It is also immaterial
whether the foreign government grants
an equivalent exemption with respect
to similar services performed in the for-
eign country by citizens of the United
States.

§ 402.223 Wholly owned instrumen-
talities of a foreign government. Serv-
ices performed by an employee in the
employ of certain instrumentalities of a
foreign government are excepted. The
exception includes all services performed
in the employ of an instrumentality of
the government of a foreign country,
provided:

(a) The instrumentality is w h o I l y
owned by the foreign government;

(b) The services are of a character
similar to those performed in foreign
countries by employees of the United
States Government or of an instrumen-
tality thereof; and

(c) The Secretary of State certifies to
the Secretary of the Treasury that the
foreign government, with respect to
whose instrumentality and employees
thereof exemption is claimed, grants an
equivalent exemption with respect to
services performed in the foreign coun-
try by employees of the United States
Government and of instrumentalities
thereof.

For purposes of this exception, the
citizenship or resident of the employee is
immaterial.

§ 402.224 Student nurses and hospital
internes. (a) Services performed as a
student nurse in the employ of a hospital
or a nurses' training school are excepted

provided the student nurse is enrolled
and regularly attending classes in a
nurses' training school, and such nurses'
training school is chartered or approved
pursuant to State law.

(b) Services performed as an interne
(as distinguished from a resident doctor)
in the employ of a hospital are excepted
provided the interne has completed a
four years' course in a medical school
chartered or approved pursuant to State
law.

§ 402.225 Fishing-(a) In general.
Subject to the limitations prescribed in
paragraphs (b) and (c) of this section,
the services described in this paragraph
are excepted. Services performed by an
individual in the catching, taking, har-
vesting, cultivating, or farming of any
kind of fish, shellfish (for example,
oysters, clams, and mussels), crustacea
(for example, lobsters, crabs, and
shrimps), sponges, seaweeds, or other
aquatic forms of animal and vegetable
life are excepted. The exception ex-
tends to services performed as an officer
or member of the crew of a vessel while
the vessel is engaged in any such activ-
ity whether or not the officer or member
of the crew is himself so engaged. In
the case of an individual who is engaged
in any such activity in the employ of any
person, the services performed, by such
individual in the employ of such person,
as an ordinary Incident to any such ac-
tivity are also excepted. Similarly, for
example, the shore services of an officer
or member of the crew of a vessel engaged
in any such activity are excepted if such
services are an ordinary Incident to any
such activity. Services performed as an
ordinary incident to any such activity
may include, for example, services per-
formed in such cleaning, icing, and pack-
ing of fish as are necessary for the imme-
diate preservation of the catch.

(b) Salmon and halibut fishing.
Services performed in connection with
the catching or taking of salmon or hali-
but, for commercial purposes, are not
within the exception. Thus, neither the
services of an officer or member of the
crew of a vessel (irrespective of Its ton-
nage) which is engaged in the catching
or taking of salmon or halibut, for com-
mercial purposes, nor the services of any
other individual in connection with such
activity, are within the exception.

(c) Vessels of more than 10 net tons.
Services described in paragraph (a) of
this section performed on or in connec-
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tion with a vessel of more than 10 net
tons are not within the exception. For
purposes of the exception, the tonnage of
the vessel shall be determined in the
manner provided for determining the
register tonnage of merchant vessels un-
der the laws of the United States.

§ 402.226 Delivery and distribution o
newspapers, shopping news, and maga-
zines-(a) In general. • Subparagraph
(A) of section 1426 (b) (15) of the act,
as amended by section 1 of Public Law
492, 80th Congress, enacted April 20, 1948,
excepts certain services performed by an
employee under the age of 18 in the de-
livery or distribution of newspapers or
shopping news. This exception, which
is dealt with in paragraph (b) of this
section, continues without change the
exception contained in section 1426 (b)
(15), as added by section 606 of the So-
cial Security Act Amendments of 1939.
Subparagraph (B) of section 1426 (b)
(15), added by section 1 of Public Law
492, excepts certain services in the sale
of newspapers and magazines without re-
gard to the age of the individual per-
forming the services. Such exception is
dealt with in paragraph (c) of this sec-
tion. The exceptions in subparagraph
(A) and subparagraph (B) are both ap-
plicable with respect to services per-
formed after December 31, 1939.

(b) Services of individuals under age
18. Services performed by an employee
under the age of 18 in the delivery or
distribution of newspapers or shopping
news, not including delivery or distribu-
tion (as, for example, by a regional dis-
tributor) to any point for subsequent
delivery or distribution, are excepted.
Thus, the services performed by an em-
ployee under the age of 18 in making
house-to-house delivery or sale of news-
papers or shopping news, Including
handbills and other similar types of ad-
vertising material, are excepted. The
services are excepted irrespective of the
form or method of compensation. Inci-
dental services by the employee who
makes the house-to-house delivery, such
as services in assembling newspapers,
are considered to be within the excep-
tion. The exception continues only dur-
Ing the time that the employee Is under
the age of 18.

(c) Services of individuals of any age.
Services performed by an employee in,
and at the time of, the sale of news-
papers or magazines to ultimate con-
sumers under an arrangement under

which the newspapers or magazines are
to be sold by him at a fixed price, his
compensation being based on the reten-
tion of the excess of such price over
the amount at which the newspapers or
magazines are charged to him, are ex-
cepted. The services are excepted
whether or not the employee is guar-
anteed a minimum amount of compensa-
tion for such services, or is entitled to
be credited with the unsold newspapers
or magazines turned back. Moreover,
the services are excepted without regard
to the age of the employee. Services
performed other than at the time of sale
to the ultimate consumer are not within
the exception. Thus, the services of a
regional distributor which are anteced-
ent to but not immediately part of the
sale to the ultimate consumer are not
within the exception. However, inciden-
tal services by the employee who makes
the sale to the ultimate consumer, such
as services In assembling newspapers or
in taking newspapers or magazines to the
place of sale, are considered to be within
the exception.
[T. D. 5665, 13 F. R. 66031

§ 402.226a International organiza-
tions. Subject to the provisions of sec-
tion 1 of the International Organizations
Immunities Act, services performed on or
after January 1, 1946, in the employ of an
international organization as defined In
section 3797 (a) (18) of the Internal
Revenue Code are excepted. For provi-
sions relating to the circumstances under
which services rendered prior to January,
1, 1946, in the employ of an international
organization are deemed not to be in-
cluded within the term "employment" as
used in this part, see § 402.206.
[T. D. 5519, 11 F. R. 67571

§ 402.227 Wages-(a) In general. (1)
Whether remuneration paid on or after
January 1, 1940, for employment per-
formed after December 31, 1936, consti-
tutes wages is determined under section
1426 (a) of the act, that is, section 1426
(a), as amended, effective January 1,
1940, by section 606 of the Social Se-
curity Act Amendments of 1939, and as
further amended by section 412 (a) of
the Social Security Act Amendments of
1946. This section and § 402.228 (relat-
ing to exclusions from wages) apply with
respect only to remuneration paid on or
after January 1, 1940, for employment
performed after December 31, 1936.
Whether remuneration paid prior to
January 1, 1940, for employment per-
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formed after December 31, 1936, con-
stitutes wages shall be determined in
accordance with the applicable provi-
sions of Part 401 of this chapter.

(2) The term "wages" means all re-
muneration for employment unless spe-
cifically excepted under section 1426 (a)
of the act. (See § 402.228)

(3) The name by which the remunera-
tion for employment is designated is im-
material. Thus, salaries, fees, bonuses,
and commissions on sales or on insur-
ance premiums, are wages within the
meaning of the act if paid as compensa-
tion for employment.

(4) The basis upon which the re-
muneration is paid is immaterial in de-
termining whether the remuneration
constitutes wages. Thus, it may be paid
on the basis of piecework, or a percent-
age of profits; and it may be paid hourly,
daily, weekly, monthly, or annually.

(5) The medium in which the remu-
neration is paid is also immaterial. It
may be paid in cash or in something
other than cash, as for example, goods,
lodging, food, or clothing. Remunera-
tion paid in items other than cash shall
be computed on the basis of the fair
value of such items at the time of pay-
ment.

(6) Ordinarily, facilities or privileges
(such as entertainment, medical services,
or so-called "courtesy" discounts on pur-
chases), furnished or offered by an em-
ployer to his employees generally, are not
considered as remuneration for employ-
ment if such facilities or privileges are
of relatively small value and are offered
or furnished by the employer merely as
a means of promoting the health, good
will, contentment, or efficiency of his
employees. The term "facilities or priv-
ileges," however, does not ordinarily in-
clude the value of meals or lodgings fur-
nished, for example, to restaurant or
hotel employees, or to seamen or other
employees abroad vessels, since generally
these items constitute an appreciable
part of the total remuneration of such
employees.

(7) Remuneration for employment,
unless such remuneration is specifically
excepted under section 1426 (a), consti-
tutes wages even though at the time paid
the relationship of employer and em-
ployee no longer exists between the per-
son in whose employ the services were
performed and the individual who per-
formed them.

Example. A is employed by B during the
month of January 1940 in employment and
is entitled to receive remuneration of $100
for the services performed for B, the em-
ployer, during the month. A leaves the em-
ploy of B at the close of business on January
31, 1940. On February 15, 1940 (when A is
no longer an employee of ,B), B pays A the
remuneration of $100 which was earned for
the services performed in January. The $100
is wages within the meaning of the act, and
the tax is payable with respect thereto.

(b) Certain items included as wages-
(1) Vacation allowances. Amounts of
so-called "vacation allowances" paid to
an employee constitute wages. Thus, the
salary of an employee on vacation, paid
notwithstanding his absence from work,
constitutes wages.

(2) Traveling expenses. Am o un t s
paid to traveling salesmen or other em-
ployees as allowance or reimbursement
for traveling or other expenses incurred
in the business of the employer consti-
tute wages only to the extent of the ex-
cess of such amounts over such expenses
actually incurred and accounted for by
the employee to the employer. Thus,
the wages of a salesman, who Is em-
ployed on a straight salary basis with
an allowance to cover all necessary ex-
penses incurred in the employer's busi-
ness, are computed by adding to the
salary the amount of the excess, if any,
of the expense allowance over the ex-
penses actually incurred and accounted
for by the employee to the employer.

(3) Deductions by an employer from
wages of an employee. The amount of
any tax which is required by section
1401 (a) of the act to be deducted by
the employer from the wages of an em-
ployee is considered to be a part of the
employee's wages, and is deemed to be
paid to the employee as wages at the
time that the deduction is made. Other
amounts deducted from the wages of an
employee by an employer also constitute
wages paid to the employee at the time
of the deduction. It is immaterial that
the act, or any act of Congress, or the
law of any State, requires or permits
such deductions and the payment of the
amount thereof to the United States, a
State, or any political subdivision
thereof.

(4) Remuneration for certain services
performed for War Shipping Adminis-
tration or Bonneville Power Adminis-
trator. Notwithstanding any other
provision of this part, such remuneration
for employment as constitutes wages un-
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der section 1426 (1) or (j) of the act shall
constitute wages within the meaning of
the act and of this part. See § 402.203
(d), relating to services which constitute
employment under section 1426 (i)
and (Q).
[Regs. 106, 5 F. R. 774, as amended by T. D.
5502, 11 F. R. 2921, T. D. 5566, 12 F. R. 41761

§ 402.228 Exclusions from wages-(a)
$3,000 limitation-C() In general. Sec-
tion 1426 (a) (1) of the act provides an
annual $3,000 limitation on the amount
of remuneration that may constitute
wages, by excepting from the term
'"wages" remuneration paid after $3,000
has been paid. Under such section as
amended by section 412 Ca) of the Social
Security Act Amendments of 1946, the
amount first to be included in wages,
after which the exception operates, is
measured in two ways, depending on
whether the remuneration is paid before
1947 or is paid after 1946. In the case of
remuneration paid before 1947, the
amount first to be included in wages is
remuneration paid up to and including
$3,000 for employment performed by an
employee for his employer during each
calendar year regardless of when paid
(before 1947); and additional amounts
for employment performed in such cal-
endar year by such employee for such
employer are excluded regardless of
when paid (before 1947). In the case of
remuneration paid after 1946, the
amount first to be Included in wages in
each calendar year is remuneration up
to and including $3,000 paid in the cal-
endar year by an employer to an em-
ployee for employment performed at any
time after December 31, 1936; and addi-
tional amounts paid In such calendar
year by such employer to such employee
are excluded regardless of when earned.
In general, the change is from an
''earned within the calendar year basis"
to a "paid within the calendar year
basis." For a more complete explana-
tion of the limitation, see subparagraphs
(2) and (3) of this paragraph.

(2) Remuneration paid before 1947.
(i) This subparagraph (ending with Ex-
ample 3) applies only with respect to
remuneration paid before January 1,
1947.

(1i) The term "wages" does not Include
that part of the remuneration paid before
January 1, 1947, by an employer to an
employee for employment performed for
him during any calendar year which ex-
ceeds the first $3,000 paid by such em-
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ployer to such employee for employment
performed during such calendar year.

(iii) In the case of remuneration paid
before 1947, the $3,000 limitation applies
only if the remuneration received by an
employee from the same employer for
employment during any one calendar
year exceeds $3,000. The limitation in
such case relates to remuneration for
employment during any one calendar
year and not to the amount of remuner-
ation (irrespective of the year of em-
ployment) which is paid or received in
any one calendar year.

Example 1. Employee A, In 1940, receives
$2,500 from employer B on account of $3,000
due him for employment performed in 1940.
In 1941 A receives from employer B the bal-
ance of $500 due him for employment per-
formed in the prior year (1940) and also
$3,000 for employment performed in 1941.
Although A actually receives total remunera-
tion of $3,500 during the calendar year 1941,
that entire amount is subject to tax, that is,
$3,000 with respect to employment during
1941 and $500 with respect to employment
during 1940 (this $500 added to the $2,500
paid in 1940 constitutes the maximum wages
which could be received before January 1,
1947, from any one employer by A with re-
spect to employment during the calendar
year 1940).

(iv) In the case of remuneration paid
before 1947, if the employee has more
than one employer during a calendar
year, the limitation of wages to the first
$3,000 of remuneration received applies,
not to the aggregate remuneration re-
ceived from all employers with respect
to employment during that year, but
instead to the remuneration received
from each employer with respect to em-
ployment during that year. In such
case the first $3,000 received from each
employer constitutes wages and is sub-
ject to the tax, even though, under sec-
tion 1401 (d) of the act, the employee
may be entitled to a refund of any
amount of employees' tax deducted from
his wages and paid to the collector which
exceeds the employees', tax with respect
to the first $3,000 of wages received for
services performed during such year.
(In this connection and in connection
with the two examples immediately fol-
lowing, see § 402.705, relating to special
refunds of employees' tax on wages over
$3,000.)

Example 2. During 1940 employee C re-
ceives from employer D a salary of $600 a
month for employment by D during the first
seven months of 1940, or total remuneration
of $4,200. At the end of the fifth month C
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has received $3,000 from employer D, and only

that part of his total remuneration from D
constitutes wages subject to the tax. The

$600 received by employee C from employer
D for employment during the sixth month,

and the like amount received for employ-
ment during the seventh month, are not

included as wages and are not subject to the

tax. At the end of the seventh month C

leaves the employ of D and enters the employ

of E. During 1940 C receives remuneration
of $600 a month from employer E for the

remaining five months of 1940, or total re-

muneration of $3,000 from employer E. The

entire $3,000 received by C from employer E

constitutes wages and is subject to the tax.

Thus, the first $3,000 received from employer

D and the entire $3,000 received from em-
ployer E constitute wages.

Example 3. F is simultaneously an officer
(an employee) of the X Corporation, the Y

Corporation, and the Z Corporation during

the calendar year 1940 and during such year
receives a salary of $3,000 from each corpora-
tion. Each $3,000 received by F from each

of the corporations X, Y, and Z. (whether or

not such corporations are related) consti-

tutes wages and Is subject to the tax.

(3) Remuneration paid alter 1946.

() This subparagraph applies only with

respect to remuneration paid after De-

cember 31, 1946.

(il) The term "wages" does not include

that part of the remuneration paid with-

In any calendar year beginning after De-

cember 21, 146, by an employer to an

employee which exceeds the first $3,000
paid within such calendar year by such

employer to such employee for employ-
ment performed for him at any time
after December 31, 1936.

(M11) In the case of remuneration paid

after 1946, the $3,000 limitation applies

only if the remuneration received during

any one calendar year by an employee

from the same employer for employment

performed after 1936 exceeds $3,000. The

limitation in such case relates to the

amount of remuneration received during
any one calendar year for employment

after 1936 and not to the amount of re-

muneration for employment performed
in any one calendar year.

Example 1. Lmployee 0. in 191'7, receives

$2,500 from employer H on account of

$3,000 due him for employment performed
in 1947. In 1948 G receives from employer
H the balance of $500 due him for employ-
ment performed in the prior year (1941),
and thereafter in 1948 also receives $3,000
for employment performed in 1948 for em-

ployer H. The $2,600 received in 1947 is

subject to tax in 194'?. The balance of $500
received in 1948 for employment during 1947
is subject to tax in 1948, as is also the first
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$2,500 paid of the $3,000 for employment
during 1948 (this $500 for 1947 employment
added to the first $2,500 paid for 1948 em-
ployment constitutes the maximum wages
which could be received by 0 in 1948 from
any one employer). The final $500 received
by G from H In 1948 Is not included as wages
and is not subject to the tax.

Example 2. Employee I, in 1946, receives

$3,000 from employer 3 on account of $6,000
due him for employment performed In 1946.
in 1947, before receiving any remuneration
for employment performed in 1947, em-
ployee I receives the balance of $3,000 due
him from J on account of employment per-
formed In 1946. The $3,000 received in 1946
constitutes wages In 1946 and Is subject to
the tax, in accordance with the provisions set

forth in subparagraph (2) of this paragraph.
The balance of $3,000 received in 194? on ac-

count of employment in 1946 constitutes
wages and is subject to the tax in 1947, In
accordance with the provisions set forth in
subparagraph (3) of this paragraph. The
$3,000 received in 1947 for 1946 employment
constitutes the maximum wages which could
be received by I from J in 1947. Any further
remuneration received in 1947 by employee
I for services performed for J is not included
as wages and is not subject to the tax,
whether for services performed before, dur-
ing, or after 1947. (Assuming the same
amounts of remuneration and times of pay-
ment, the same result would be reached if
employee I had left the employ of J and per-
formed no further services for J after 1946.)

(iv) If during a calendar year (after

1946) the employee receives remunera-
tion from more than one employer, the

limitation of wages to the first $3,000 of

remuneration received applies, not to the

aggregate remuneration received from all

employers with respect to employment
performed after 1936, but instead to the
remuneration received during such cal-

endar year from each employer with

respect to employment performed after

1936. In such case the first $3,000 re-

ceived during the calendar year from

each employer constitutes wages and Is
subject to the tax, even though, under

section 1401 (d) of the act, the employee
may be entitled to a refund of any

amount of employees' tax deducted from

his wages which exceeds the employees'

tax with respect to the first $3,000 of

wages received during the calendar year

from all employers. (In this connection

and in connection with the two examples
immediately following, see § 402.705, re-
lating to special refunds of employees'
tax on wages over $3,000.)

Example 3. During 1947 employee K re-
ceives from employer L a salary of $600 a
month for employment performed for L dur-
ing the first seven months of 1947, or total
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remuneration of $4,200. At the end of the
fifth month K has received $3,000 from em-
ployer L, and only that part of his total re-
muneration from L constitutes wages subject
to the tax. The $600 received by employee K
from employer L in the sixth month, and
the like amount received In the seventh
month, are not included as wages and are
not subject to the tax. At the end of the
seventh month K leaves the employ of L and
enters the employ of M. K receives remuner-
ation of $600 a month from employer M in
each of the remaining five months of 1947,
or total remuneration of $3,000 from em-
ployer M. The entire $3,000 received by K
from employer M constitutes wages and is
subject to the tax. Thus, the first $3,000 re-
ceived from employer L and the entire $3,000
received from employer M constitute wages.

Example 4. During the calendar year 1947
N is simultaneously an officer (an employee)
of the 0 Corporation, the P Corporation, and
the Q Corporation and during such year re-
ceives a salary of $3,000 from each corpora-
tion. Each $3,000 received by N from each
of the corporations 0, P, and Q (whether or
not such corporations are related) constitutes
wages and is subject to the tax.

(b) Employers' plans providing for
payments on account of retirement, sick-
ness or accident disability, medical and
hospitalization expenses, or death. (1)
Under section 1426 (a) (2) of the act,
the term "wages" does not include the
amount of any payment made to, or on
behalf of, an employee under a plan or
system established by an employer which
makes provision for his employees gen-
erally or for a class or classes of his em-
ployees (including any amount paid by
an employer for insurance or annuities,
or Into a fund, to provide for any such
payment), on account of:

(i) Retirement,
(ii) Sickness or accident disability.
(Ill) Medical and hospitalization ex-

penses in connection with sickness or
accident disability, or

(iv) Death, provided the employee has
not the option to receive, instead of pro-
vision for such death benefit, any part
of such payment or, if such death benefit
is Insured, any part of the premiums (or
contributions to premiums) paid by his
employer, and has not the right, under
the provisions of the plan or system or
policy of insurance providing for such
death benefit, to assign such benefit, or
to receive a cash consideration in lieu of
such benefit either upon his withdrawal
from the plan or system providing for
such benefit or upon termination of such
plan or system or policy of insurance or
of his employment with such employer.

(2) The plan or system established by
an employer need not provide for pay-
ments on account of all of the specified
items, but such plan or system may pro-
vide for any one or more of such items.

(3) It is immaterial for purposes of
this exclusion whether the amount or
possibility of such benefit payments is
taken into consideration in fixing the
amount of an employee's remuneration
or whether such payments are required,
expressly or impliedly, by the contract of
service.

(c) Payment by an employer of em-
ployees' tax or employees' contributions
under a State law. The term "wages"
does not include the amount of any pay-
ment by an employer (without deduction
from the remuneration of, or other re-
imbursement from, the employee) of
either (1) the employees' tax imposed by
section 1400 of the act, or (2) any pay-
ment required from an employee under a
State unemployment compensation law.

(d) Dismissal payments. Any pay-
ments made by an employer to an em-
ployee on account of dismissal, that is,
involuntary separation from the service
of the employer, are excluded from
"wages," provided the employer is not
legally bound by contract, statute, or
otherwise, to make such payments.

(e) Miscellaneous. In addition to the
exclusions specified in paragraphs (a),
(b), (c), and (d) of this section, the
following types of payments are excluded
from wages:

(1) Remuneration for services which
do not constitute employment under
section 1426 (b) of the act.

(2) Remuneration for services which
are not deemed to be employment under
section 1426 (c) of the act.

(3) Tips or gratuities paid directly to
an employee by a customer of an em-
ployer, and not accounted for by the em-
ployee to the employer.
[Regs. 106, 5 F. R. 774, as amended by T. D.5566, 12 F. R. 4176]

SUBPART C-EMPLOYEES' TAX
§ 402.301 Measure of employees' tax.

The employees' tax Is measured by the
amount of wages actually or construc-
tively received on or after January 1,
1940, with respect to employment on or
after January 1, 1937. (See §§ 402.202
and 402.203, relating to employment, and
§§ 402.227 and 402.228, relating to wages)
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§ 402.302 Rates and computation of
employees' tax. The rates of employees'
tax applicable for the respective calendar
years are as follows:

Percent
For the calendar years 1940 to 1949, both

inclusive ---------------------- 1
For the calendar years 1950 and 1951 .... 1/2
For the calendar year 1952 and subse-

quent calendar years --------------- 2

The employees' tax is computed by ap-
plying to the wages received by the em-
ployee the rate in effect at the time such
wages are received.

Example. During 1949 A is an employee of
B and is engaged in the performance of serv-
ices which constitute employment (see
§ 402.203). In the following year, 1950, A
receives from B $1,000 as remuneration for
services performed by A in the preceding
year. The tax is payable at the 11/2 percent
rate in effect -for the calendar year 1950 (the
year in which the wages are received) and
not at the 1 percent rate which is in effect
for the calendar year 1949 (the year in which
the services are performed).
IT. D. 5592, 12 F. R. 7941]

§ 402.303 When employees' tax at-
taches. The employees' tax attaches at
the time that the wages are either ac-
tually or constructively received by the
employee. Wages are constructively re-
ceived when they are credited to the ac-
count of or set apart for an employee so
that they may be drawn upon by him 'at
any time although not then actually
reduced to possession. To constitute re-
ceipt in such a case the wages must be
credited or set apart to the employee
without any substantial limitation or re-
striction as to the time or manner of
payment or condition upon which pay-
ment is to be made, and must be made
available to him so that they may be
drawn at any time, and their receipt
brought within his own control and dis-
position. (See § 402.403, relating to the
time the employers' tax attaches)

§ 402.304 Collection of, and liability
for, employees' tax. (a) The employer
shall collect from each of his employees
the employees' tax with respect to wages
for employment performed for the em-
ployer by the employee. The employer
shall make the collection by deducting
or causing to be deducted the amount of
the employees' tax from such wages as
and when paid, either actually or con-
structively. The employer Is required to
collect the tax, notwithstanding the
wages are paid in something other than
money (for example, wages paid in stock,
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board, lodging; see § 402.227) and to pay
the tax to the collector in money. In
collecting employees' tax, the employer
shall disregard any fractional part of a
cent of such tax unless it amounts to
one-half cent or more, in which case it
shall be increased to 1 cent. The em-
ployer is liable for the employees' tax
with respect to all wages paid by him to
each of his employees whether or not
It is collected from the employee. If,
for example, the employer deducts less
than the correct amount of tax, or if
he fails to deduct any part of the tax,
he is nevertheless liable for the correct
amount of the tax. Until collected from
him the employee is also liable for the
employees' tax with respect to all the
wages received by him. Any employees'
tax collected by or on behalf of an em-
ployer is a special fund In trust for the
United States. The employer is indem-
nified against the claims and demands of
any person for the amount of any pay-
ment of such tax made by the employer
to the collector.

(b) Section 2707 of the Internal Reve-
nue Code (see quotation following
§ 402.804) provides severe penalties for
a willful failure to pay, collect, or truth-
fully account for any pay over, the em-
ployees' tax or for a willful attempt in
any manner to evade or defeat the tax.
Such penalties may be incurred by any
person, including the employer, and any
officer or employee of a corporate em-
ployer, or member or employee of any
other employer, who as such employer,
officer, employee, or member is under a
duty to perform the act in respect of
which the violation occurs.

§ 402.305 Manner and time of pay-
ment of employees' tax. The employees'
tax is payable to the collector in the
manner and at the time prescribed in
§ 402.607.

§ 402.306 Statements for employees.
(a) Every employer shall furnish to each
of his employees a written statement or
statements, in a form suitable for reten-
tion by the employee, showing with re-
spect to wages paid by him to the
employee on or after January 1, 1940,
for employment on or after January 1,
1937, (1) the name of the employer, (2)
the name of the employee, (3) the period
covered by the statement, (4) the total
amount of wages paid during such period,
and (5) the amount of employees' tax
with respect to such wages. Each state-
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ment' shall cover a calendar year, or one,
two, three, or four calendar quarters,
whether or not within the same calendar
year. A calendar quarter is a period of
3 calendar months ending on March
31, June 30, September 30, or December
31. The statement shall be furnished to
the employee not later than the last day
of the second calendar month following
the period covered by the statement, ex-
cept that, if the employee leaves the em-
ploy of the employer, the final statement
shall be furnished on the day on which
the last payment of wages is made to
the employee. The employer may, at his
option, furnish such a statement to any
employee at the time of each payment
of wages to the employee during any cal-
endar quarter, in lieu of a statement
covering such quarter; and, in such case,
the statement may show the date of pay-
ment of the wages in lieu of the period
covered by the statement. No particular
form is prescribed for the statement re-
quired to be furnished to employees
under this section.

(b) Section 1403 (b) of the act pre-
scribes a civil penalty of not more than
$5 for each willful failure of an employer
to furnish the required statement to an
employee.

SUBPART D-EMPLOYERS' TAX
§ 402.401 Measure of employers' tax.

The employers' tax Is measured by the
amount of wages actually or construc-
tively paid on or after January 1, 1940,
with respect to employment on or after
January 1, 1937. (See §§ 402.202 and
402.203, relating to employment, and
§§ 402.227 and 402.228, relating to wages)

§ 402.402 Rates and computation of
employers' tax. (a) The rates of em-
ployers' tax applicable for the respective
calendar years are as follows:

Percent
For the calendar years 1940 to 1949, both

Inclusive ---------------------- 1
For the calendar years 1950 and 1951_-- 11/2
For the calendar year 1952 and subse-

quent calendar years -------------- 2

(b) The employers' tax is computed by
applying to the wages paid by the em-
ployer the rate in effect at the time such
wages are paid.
[T. D. 5592, 12 F. R. 79411

§ 402.403 When employers' tax at-
taches. The employers' tax attaches at
the time that the wages are either actu-
ally or constructively paid by the em-
ployer. Wages are constructively paid

when they are credited to the account
of or set apart for an employee so that
they may be drawn upon by him at any
time although not then actually reduced
to possession. To constitute payment in
such a case the wages must be credited
or set apart to the employee without any
substantial limitation or restriction as to
the time or manner of payment or con-
dition upon which payment is to be
made, and must be made available to
him so that they may be drawn at any
time, and their payment brought within
his own control and disposition. (See
§ 402.303, relating to the time the em-
ployees' tax attaches.)

§ 402.404 Liability for employers' tax.
The employer is liable for the employers'
tax with respect to the wages paid to his
employees for employment performed
for him.

§ 402.405 Manner and time of pay-
ment of employeis' tax. The employers'
tax is payable to the collector in the
manner and at the time prescribed in
§ 402.607.

SUBPART E-IENTIFICATION OF TAXPAYERS

§ 402.501 Employers' identification
numbers. Every person who on or after
January 1, 1940, has in his employ one
or more individuals in employment for
wages, but who prior to such date has
neither secured an identification num-
ber nor made application therefor, shall
make an application, In duplicate, on
Form SS-4 for an identification num-
ber. Each application, together with
any supplementary statement, shall be
prepared in accordance with the instruc-
tions and regulations applicable thereto,
and shall set forth fully and clearly the
data therein called for. Such employer
shall file the application either with the
nearest field office of the Social Security
Board in the State in which his princi-
pal place of business Is located or with
the collector for the district in which
such place of business is located, or, if
the employer has no principal place of
business within the United States, with
the office of the Social Security Board
at Baltimore, Md. The application
shall be filed on or before the seventh
day after the date on which employ-
ment for wages for such employer first
occurs. Copies of Form SS-4 may be
obtained from any field office of the
Social Security Board or from any col-
lector. Each application shall be signed
by (a) the individual, if the employer Is
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an individual; (b) the president, vice
president, or other principal officer, if
the employer is a corporation; (C) a re-
sponsible and duly authorized member
or officer having knowledge of its af-
fairs, if the employer is a partnership or
other unincorporated organization; or
(d) the fiduciary, if the employer is a
trust or estate. An identification num-
ber will be assigned to the employer in
due course upon the basis of information
reported on the application required un-
der this section. Identification numbers
assigned to employers shall be shown in
their records, returns, and claims to the
extent required by §§ 402.605 and 402.609,
by the instructions relating to Form
SS-la, and by § 402.704.

§ 402.502 Employees' account num-
bers. (a) Every individual who on or
after January 1, 1940, is in employment
for wages, but who prior to such date
has neither secured an account number
nor made application therefor, shall
make an application on Form SS-5 for an
account number. Each application shall
be prepared in accordance with the in-
structions and regulations applicable
thereto, and shall set forth fully and
clearly the date therein called for. Such
employee shall file the application with
the field office of the Social Security
Board nearest his place of employment,
or, if the employee is not working within
the United States, with the office of the
Social Security Board at Baltimore, Md.
The application shall be filed on or be-
fore the seventh day after the date on
which the employee first performs em-
ployment for wages, except that the ap-
plication shall be filed on or before the
date the employee leaves the employ of
his employer if such date precedes such
seventh day. Copies of Form SS-5 may
be obtained from any field office of the
Social Security Board or from any col-
lector. An account number will be as-
signed to the employee by the Social Se-
curity Board in due course upon the
basis of information reported on the ap-
plication required under this section.

(b) Any employee may have his ac-
count number changed at any time by
applying to a field office of the Social
Security Board and showing good reasons
for a change. With that exception, only
one account number will be assigned to
an employee. Any employee whose name
is changed by marriage or otherwise, or
who has stated incorrect information on
Form SS-5, should report such change

or correction to a field office of the Social
Security Board. Copies of the form for
making such reports may be obtained
from any field office of the Board.

§ 402.503 Duties of employee with re-
spect to his account number-(a) Em-
ployee required to advise each employer
of account number. Every employee
shall advise every employer for whom he
performs employment for wages what
his account number is, and what his
name is, exactly as shown on the account
number card issued to him by the Social
Security Board. Care must be exercised
that the employer is correctly advised of
such number and name. Such advice
shall be furnished to the employer as
soon as the employee is notified of the as-
signment of an account number and
thereafter as soon as the employee enters
the employ of any other employer. Such
advice shall be furnished by the em-
ployee, if possible, by showing his account
number card to the employer. The ac-
count number originally assigned to an
employee (or the number as changed in
accordance with § 402.502) shall be used
by him even though he enters the employ
of other employers.

(b) Duties if account number not as-
signed to or known by employee when
hired. (1) If, when an employee enters
the employ of any employer for wages,
the employee for any reason does not
know what his name or account number
is as shown on an account number card,
he shall in every case advise that em-
ployer what his name and account num-
ber are in acccordance with paragraph
(a) of this section as soon as they are
known to him, whether or not at that
time he is still in the employ of that em-
ployer.

(2) In any case where the employee
has not previously advised the employer
what his name and account number are
as shown on his account number card,
the employee shall, on the fourteenth
day after the date on which the employee
first performs employment for wages for
the employer, or on the day on which he
leaves the employ of the employer, which-
ever is the earlier, comply with subdivi-
sion (i) or (ii) of this subparagraph:

(1) If the employee has available a
receipt issued to him by an office of the
Social Security Board acknowledging
that an application for an account
number has been received, the employee
shall show such receipt to the employer.

Page 184

§ 402.502



Chapter I-Bureau of Internal Revenue

(For provisions relating to the duties
of an employer when an employee shows
him such a receipt, see § 402.504.)

(ii) If the employee does not have
available a receipt issued to him by an
office of the Social Security Board ac-
knowledging that an application for an
account number has been received, the
employee shall furnish to the employer
an application on Form SS-5, complete-
ly filled in and signed by the employee.
If a copy of Form SS-5 is not available,
the employee shall in lieu thereof fur-
nish to the employer a statement in
writing, signed by the employee, setting
forth the date of the statement, the
employee's full name, present address,
date and place of birth, father's full
name, mother's full name before mar-
riage, and the employee's sex and color,
including a statement as to whether the
employee has previously filed an applica-
tion on Form SS-5 and, if so, the date
and place of such filing. The furnish-
ing of an executed Form SS-5, or state-
ment in lieu thereof, by the employee
to the employer does not relieve the em-
ployee of his obligation to make an ap-
plication on Form SS-5 and file it with
the field office of the Social Security
Board as required by § 402.502. (For pro-
visions relating to the disposition to be
made by the employer of an executed
Form SS-5 or a statement in lieu thereof
furnished to him by the employee under
this subdivision, see § 402.504.)

§ 402.504 Duties o1 employer with re-
spect to employees' account numbers-
(a) When individual has entered his em-
ploy. (1) Upon being advised of the
name and account number of an em-
ployee, the employer shall enter such
name and number in his records, returns,
and claims to the extent required by
§ § 402.605 and 402.609, by the instructions
relating to Form SS-la, and by § 402.704.
Upon failure of an employee to advise his
employer of his account number when he
enters the employ of the employer, the
employer shall request the employee to
advise him of such number. If the em-
ployee has not been assigned a number
and has not filed an application therefor
with a field office of the Social Security
Board, the employer shall, when the em-
ployee enters his employ, inform the em-
ployee of the provisions of § § 402.502 and
402.503.

(2) If the employee has not advised the
employer what his account number is

within a period of 14 days after the date
the employee first performs employment
for wages for the employer, or before the
employee leaves his employ if such event
occurs within such period, the employer
shall immediately request the employee
to comply with the provisions of § 402.503
(b) (1) or (2).

(3) If the employee shows to the em-
ployer, as provided in § 402.503 (b) (1),
a receipt issued by the Social Security
Board acknowledging that an application
for an account number has been received
from the employee, the employer shall
enter in his records with respect to such
employee the date of issue of the receipt,
its termination date, the address of the
issuing office, and the name and address
of the employee exactly as shown in the
receipt. The receipt shall be retained by
the employee.

(4) If, however, the employee fur-
nishes to the employer, as provided in
§ 402.503 (b) (2), an executed Form SS-5
or statement in lieu thereof, the employer
shall retain the form or statement for
disposition as provided below.

(5) In any case in which the em-
ployee's account number is for any reason
unknown to the employer at the time the
employer's return on Form SS-la is filed
for any quarter during which the em-
ployee receives wages from such em-
ployer:

(i) If the employee has shown to the
employer, as provided in § 402.503 (b)
(1), a receipt of the Social Security
Board acknowledging that an applica-
tion for an account number has been re-
ceived from the employee, the employer
shall enter on the return, with the entry
with respect to the employee, the name
and address of the employee exactly as
shown in the receipt, the date of issue of
the receipt and the address of the issuing
office; or

(ii) If the employee has furnished to
the employer, as provided in § 402.503 (b)
(2), an executed Form SS-5 or statement
in lieu thereof, the employer shall attach
such form or statement to the return; or

(iii) If neither subdivision (i) nor (ii)
of this subparagraph is applicable, the
employer shall attach to the return a
Form SS-5 or statement, signed by the
employer, setting forth as fully and
clearly as practicable the employee's full
name, his present or last known address,
date and place of birth, father's full
name, mother's full name before mar-
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riage, the employee's sex and color, and
a statement as to whether an application
for an account number has previously
been filed by the employee and, If so, the
date and place of such filing. The em-
ployer shall also insert in such Form SS-5
or statement an explanation of why he
has not secured from the employee a
Form SS-5 or statement signed by the
employee as provided in § 402.503 (b)
(2), and shall insert the word "Employer"
as part of his signature.

(6) If the employee advises his em-
ployer what his name and account num-
ber are as shown on his account number
card prior to the time the employer's re-
turn on Form SS-la is filed and the em-
ployer enters such name and number on
the return, the employer shall return to
the employee any executed Form SS-5
or statement in lieu thereof furnished by
the employee to the employer In accord-
ance with § 402.503 (b) (2).

(b) Prospective employees. While not
mandatory, it is suggested that the em-
ployer advise any prospective employee
who does not have an account number
what the requirements of §§ 402.502 and
402.503 are.

SUBPART F-RETURNS, PAYMENT OF TAX, AND
RECORDS

§ 402.601 Tax and information re-
turns. Every employer shall make a tax
and information return on Form SS-la
for the first quarter after December 31,
1939, within which wages are paid to his
employee or employees, and for each sub-
sequent quarter (whether or not wages
are paid therein) until he files a final re-
turn as required by the provisions of
§ 402.603. One original return shall be
filed with the collector. For purposes
of returns under the act, the quarters
shall each be 3 calendar months as fol-
lows: (a) from January 1 to March 31,
both dates inclusive; (b) from April 1
to June 30, both dates inclusive; (c) from
July 1 to September 30, both dates in-
clusive; and (d) from October 1 to De-
cember 31, both dates inclusive.

§ 402.602 When to report wages.
Wages shall be reported in the tax return
for the period in which they are actually
paid unless they were constructively paid
In a prior tax-return period, in which
case such wages shall be reported only in
the return for such prior period; except
that if wages actually or constructively
paid before January 1, 1943, for a pay-
roll period ending within a tax-return
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period prior to October 1, 1942, are so
paid after such return period but before
the return for such period is filed, the
employer may report such wages in the
return for such period.

§ 402.603 Final returns. The last re-
turn on Form SS-la for any employer
who ceases to pay wages shall be marked
"Final return" by the employer or the
person filing the return. Such final re-
turn shall be filed with the collector on
or before the thirtieth day after the date
on which the final payment of wages is
made for services performed for the em-
ployer, and shall plainly show the period
covered and also the date of the last
payment of wages. There shall be exe-
cuted as part of each final return a
statement, in duplicate, giving the ad-
dress at which the records required by
§ 402.609 will be kept, the name of the
person keeping such records, and, if the
business has been sold or otherwise
transferred to another person, the name
and address of such person and the date
on which such sale or other transfer took
effect. If no such sale or transfer oc-
curred or the employer does not know
the name of the person to whom the bus-
iness was sold or transferred, that fact
should be included in the statement. An
employer who has only temporarily
ceased to pay wages, including an em-
ployer engaged in seasonal activities,
shall continue to file returns, but shall
enter on the face of any return on which
no wages are required to be reported the
date of the last payment of wages and
the date when he expects to resume pay-
ing wages to one or more employees.

§ 402.604 Execution of returns. (a)
Except as provided in this section, each
return shall be signed and verified under
oath or affirmation by (1) the individual,
if the employer is an Individual; (2)
the president, vice president, or other
principal officer, if the employer is a cor-
poration; (3) a responsible and duly au-
thorized member or officer having knowl-
edge of its affairs, if the employer is a
partnership or other unincorporated or-
ganization; or (4) the fiduciary, if the
employer is a trust or estate. The em-
ployer's return may be executed by an
agent In the name of the employer if an
acceptable power of attorney is filed with
the collector and if such return includes
the wages paid to all employees of the
employer for the period covered by the
return.
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(b) The oath or affirmation may be ad-
ministered by any person duly author-
ized to administer oaths for general
purposes by the law of the United
States, or of any State, Territory, or
possession of the United States, or of
the District of Columbia, wherein such
oath or affirmation is administered, or
by any consular officer of the United
States. Returns executed abroad may
be attested free of charge before a
United States consular officer. If a for-
eign notary or other official having no
seal acts as attesting officer, the author-
ity of such attesting officer should be
certified to by some judicial officer or
other proper officer having knowledge
of the appointment and official char-
acter of the attesting officer. This
sectioh is not an exclusive enumeration
of the persons who may administer oaths
or affirmations.

(c) If the sum of the employees' tax
and the employers' tax shown to be pay-
able by any return ori Form SS-la is $10
or less, the return may be signed or ac-
knowledged before two witnesses instead
of under oath.

(d) Each return for a period beginning
after December 31, 1943, shall contain or
be verified by a written declaration that
it is made under the penalties of per-
jury, and such declaration shall be in lieu
of the oath or affirmation, or the signing
or acknowledgment before two wit-
nesses, otherwise required.
[Regs. 106, 5 F. R. 774, as amended by T. D.

5302, 8 F. F. 14000]

§ 402.605 Use of prescribed forms. (a)
Copies of the prescribed return forms
will so far as possible be regularly fur-
nished employers by collectors without
application therefor. An employer will
not be excused from making a return,
however, by the fact that no return form
has been furnished to him. Employers
not supplied with the proper forms
should make application therefor to the
collector in ample time to have their re-
turns prepared, verified, and filed with
the collector on or before the due date.
(See § 402.606, relating to the place and
time for filing returns; see also § 402.603,
relating to final returns.) If the pre-
scribed form is not available, a statement
made by -the employer disclosing the
amount of wages paid during the period
for which a return is required and the
amount of taxes due may be accepted as
a tentative return. If filed within the
prescribed time the statement so made
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will relieve the employer from liability for
the addition to tax Imposed for the de-
linquent filing of the return by section
3612 (d) (1) of the Internal Revenue
Code (see § 402.804 (a)), provided that
without unnecessary delay such tentative
return is supplemented by a return made
on the proper form.

(b) Each return, together with a copy
thereof and any supporting data, shall
be filled in and disposed of in accordance
with the instructions and regulations ap-
plicable thereto. (See § 402.606, relating
to the place and time for filing returns,
and § 402.609 (c) and (e), relating to
copies of returns, schedules, and state-
ments, and to the place and period for
keeping records.) The return shall be
carefully prepared so as fully and
accurately to set forth the data therein
called for. Returns which have not been
so prepared will not be accepted as meet-
ing the requirements of the act. Only
one return for a tax-return period shall
be filed by or for an employer. Any sup-
plemental return filed for such period in
accordance with § 402.702 or § 402.703
shall constitute a part of such return.
Consolidated returns of parent and sub-
sidiary corporations are not permitted.

(c) If in a return, or in any other man-
ner, the employer fails to report, or in-
correctly reports, to the collector, the
name, account number, or wages of an
employee, the employer shall fully advise
the collector of the omission or error by
letter; except that such letter is not re-
quired if the omission or error is cor-
rected by adjustment, supplemental re-
turn, credit, refund, or abatement, within
7 months after the date the correct
data are ascertained. The employer shall
include in such letter his identification
number, each tax-return period for which
the data were omitted or for which the
incorrect data were furnished, the data
incorrectly reported for each period, and
the data which should have been re-
ported. A copy of such letter shall be
retained by the employer as a part of his
records.

§ 402.606 Place and time for filing
returns. Each return shall be filed with
the collector for the district in which
is located the principal place of business
of the employer, or if the employer has
no principal place of business in the
United States, with the collector at
Baltimore, Md. Except as provided in
§ 402.603, each return shall be filed
on or before the last day of the first

Page 187

§ 402.606



Title 26-Internal Revenue

month following the period for which it
is made. If the last day for filing any
return falls on Sunday or a legal holi-
day, the return may be filed on the next
following business day. If placed in the
mails, the return shall be posted in am-
ple time to reach the collector's office,
under ordinary handling of the mails,
on or before the due date. As to addi-
tions to tax for failure to file a return
within the prescribed time, see § 402.804.
See also section 2707 of the Internal
Revenue Code, relating to penalties.

§ 402.607 Payment of tax. The em-
ployees' tax and the employers' tax re-
quired to be reported on each return on
Form SS-la are due and payable to the
collector, without assessment by the
Commissioner or notice by the collector,
at the time fixed for filing such return.
For provisions relating to interest, addi-
tions to tax, and penalties, see §§ 402.802,
402.803, and 402.804 and section 2707 of
the Internal Revenue Code.

§ 402.608 When fractional part of
cent may be disregarded. In the pay-
ment of taxes to the collector a frac-
tional part of a cent shall be disregarded
unless it amounts to one-half cent or
more, In which case it shall be increased
to 1 cent. Fractional parts of a cent
shall not be disregarded in the computa-
tion of taxes. See § 402.304 for provi-
sions relating to fractional parts of a
cent in connection with the deduction
of employees' tax from wages.

§ 402.609 Records-(a) Records of
employers. (1) Every employer liable
for tax shall keep accurate records of all
remuneration (whether in cash or in a
medium other than cash) paid to his
employees after December 31, 1939 for
services performed for him after Decem-
ber 31, 1936. Such records shall show
with respect to each employee:

(i) The name, address, and account
number of the employee (see § 402.504,
relating to account numbers), and such
additional information with respect to
the employee as is required by § 402.504
(a) when the employee does not advise
the employer what his account number
and name are as shown on an account
number card issued to the employee by
the Social Security Board.

(ii) The total amount (including any
sum withheld therefrom as tax or for
any other reason) and date of each re-
muneration payment and the period of
services covered by such payment,
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(iiI) The amount of such remuneration
payment which constitutes wages sub-
ject to tax (see H9 402.227 and 402.228),
and

(iv) The amount of employees' tax
withheld or collected with respect to
such payment, and, if collected at a
time other than the time such payment
was made, the date collected.

(2) If the total remuneration pay-
ment (subparagraph (1) (ii) of this
paragraph), and the amount thereof
which is taxable (subparagraph (1) (iii)
of this paragraph) are not equal, the
reason therefor shall be made a matter
of record. Accurate records of the de-
tails of each adjustment or settlement
made pursuant to § 402.702 or § 402.703
shall also be kept.

(3) No particular form Is prescribed
for keeping the records required by this
paragraph. Each employer shall use
such forms and systems of accounting as
will enable the Commissioner to ascer-
tain whether the taxes for which the em-
ployer is liable are correctly computed
and paid.

(b) Records of employees. While not
mandatory, it is advisable for each em-
ployee to keep permanent, accurate
records showing the name and address
of each employer for whom he performs
services as an employee, the dates of
beginning and termination of such serv-
ices, the information with respect to
himself which Is required by paragraph
(a) of this section to be kept by em-
ployers, and the receipts furnished in ac-
cordance with the provisions of § 402.306.
(See, however, paragraph (d) of this
section, relating to records of claimants.)

(c) Copies of returns, schedules, and
statements. Every employer who is re-
quired, by the regulations in this part or
by instructions applicable to any form
prescribed under the regulations in this
part, to keep any copy of any return,
schedule, statement, or other document,
shall keep such copy as part of his rec-
ords.

(d) Records of claimants. Any per-
son (including an employee) claiming
refund, credit, or abatement of any tax,
penalty, or interest shall keep a complete
and detailed record with respect to such
tax, penalty, or interest.

(e) Place and period for keeping rec-
ords. (1) All records required by the
regulations in this part shall be kept, by
the person required to keep them, at one
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or more convenient and safe locations
accessible to internal revenue officers.
Such records shall at all times be open
for inspection by such officers. If the
employer has a principal place of busi-
ness in the United States, the records
required by paragraphs c) and (d) of
this section shall be kept at such place
of business.

(2) Records required by paragraphs
(a) and (c) of this section shall be main-
tained for a period of at least 4 years
after the date the tax to which they re-
late becomes due, or the date the tax is
paid, whichever is the later. Records
required by paragraph (d) of this section
(including any record required by para-
graph (a) or c) of this section which
relates to a claim) shall be maintained
for a period of at least 4 years after the
date the claim is filed.

SUBPART G-ADJUSTMENTS, CLAIMS, AND
ASSESSMENTS

§ 402.701 Adjustments in general.
Errors in the payment of employees' tax
and employers' tax must be adjusted in
certain cases without interest. Not all
corrections of erroneous collections or
payments of tax, however, constitute ad-
justments within the meaning of the reg-
ulations in this part. The various situ-
ations under which such adjustments
shall be made are set forth in § § 402.702
and 402.703, the provisions of which also
relate to settlement other than by ad-
justment under certain circumstances set
forth therein. No underpayment of em-
ployees' tax or employers' tax shall be
reported pursuant to such sections after
receipt from the collector of notice and
demand for payment thereof based upon
an assessment, but the amount shall be
paid in accordance with such notice and
demand. Every return on which an ad-
justment or settlement is reported pur-
suant to § 402.702 or § 402.703 must have
securely attached as a part thereof a
statement, In duplicate, explaining the
adjustment or settlement, designating
the tax-return period in which the error
was ascertained and setting forth such
other Information as may be required by
the regulations in this part and by the
instructions relating to the return. If
an adjustment of an overcollection of
employees' tax which an employer has
repaid to an employee is reported on a
return, such statement shall include the
fact that such tax was repaid to the em-
ployee. (See § 402.702 (b) (2).)

§ 402.702 Adjustment of employees'
tax-(a) Undercollections-(1) Prior to
filing of return. If no employees' tax or
less than the correct amount of em-
ployees' tax is deducted from any pay-
ment of wages to an employee and the
error is ascertained prior to the time the
return on Form SS-la is filed with the
collector for the period in which such
wages are paid, the employer shall never-
theless report on such return and pay to
the collector the correct amount of em-
ployees' tax. However, the reporting and
payment by the employer of the correct
amount of such tax in accordance with
this subparagraph do not constitute an
adjustment, and the amount shall not
be reported as an adjustment on the
return.

(2) After return is filed. (i) If no em-
ployees' tax or less than the correct
amount of employees' tax with respect
to a payment of wages to an employee
is reported on a return and paid to the
collector, the employer shall adjust the
underpayment by reporting the addi-
tional amount due by reason of such
underpayment as an adjustment on a
return on Form SS-la filed on or before
the last day of the first calendar month
following the tax-return period in which
the error is ascertained, or reporting such
additional amount on a supplemental
return on Form SS-1 or Form SS-la for
the tax-return period in which such pay-
ment of wages is made. The reporting
of such an underpayment on a supple-
mental return constitutes an adjustment
within the meaning of this subparagraph
only when the supplemental return is
filed on or before the last day of the first
calendar month following the tax-return
period in which the error is ascertained.
(See § 402.605, relating in part to sup-
lemental returns) The amount of each
underpayment adjusted in accordance
with this subparagraph shall be paid to
the collector, without interest, at the
time fixed for reporting the adjustment.
If an adjustment is reported pursuant to
this subparagraph but the amount
thereof is not paid when due, interest
thereafter accrues.

(ii) If no employees' tax or less than
the correct amount of employees' tax
with respect to a payment of wages to
an employee is reported on a return and
paid to the collector and such underpay-
ment is not reported as an adjustment
within the time prescribed by this sub-
paragraph, the amount of such under-
payment shall be reported on the em-
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ployer's next return on Form SS-la, or
reported immediately on a supplemental
return on Form SS-1 or Form SS-la.
(For interest accruing on amounts so re-
ported, see § 402.802)

(3) Deductions from employee. If an
employer collects no employees' tax or
less than the correct amount of em-
ployees' tax from an employee with re-
spect to wages received by the employee,
the employer shall collect the amount of
the undercollection by deducting such
amount from remuneration of the em-
ployee, if any, under his control after he
ascertains the error. Such deductions
may be made even though the remuner-
ation, for any reason, does not consti-
tute wages. (See H§ 402.227 and 402.228,
relating to wages.) If the employer as-
certains the error prior to the time the
return Is required to be filed for the
period in which such wages are paid, or
If the employer ascertains the error sub-
sequent to such time and the error is
subject to adjustment under the pro-
visions of subparagraph (2) of this para-
graph, the deduction of the amount of
the undercollection in correction of such
error shall be made without Interest.
The obligation of the employee to the
employer with respect to an undercollec-
tion of employees' tax from the employee
not subsequently corrected by a deduc-
tion made as prescribed In the foregoing
provisions of this subparagraph Is a
matter for settlement between the em-
ployee and the employer. The amount
of the employees' tax, in the case of a
prior undercollection thereof from the
employee, shall be reported and paid as
provided in subparagraphs (1) and (2)
of this paragraph. Amounts deducted
from remuneration of the employee and
other settlements between the employee
and the employer, In correction of an
undercollection of employees' tax, shall
be shown on statements furnished by the
employer to the employee in accordance
with § 402.306. If an employer makes an
erroneous collection of employees' tax
from two or more of his employees, a
separate settlement must be made with
respect to each employee. Thus, an
overcollection of employees' tax from one
employee may not be used to offset an
undercollection of such tax from another.

(b) Overcolletions-M(1) Prior to filing
of return. If an employer (i) during
any tax-return period collects more than
the correct amount of employees' tax
from any employee, and (ii) repays the
amount of the overcollection to the em-
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ployee prior to the time the return on
Form SS-la for such period is filed with
the collector, and (iii) obtains and keeps
as part of his records the written receipt
of the employee, showing the date and
amount of the repayment, the employer
shall not report on any return or pay to
the collector the amount of the overcol-
lection. However, every overcollection
not repaid to and receipted for by the
employee as provided in this subpara-
graph must be reported and paid to the
collector with the return on Form SS-la
for the period in which the overcollec-
tion was made.

(2) After return is filed. (I) If an em-
ployer collects from any employee and
pays to the collector more than the cor-
rect amount of employees' tax, the em-
ployer shall adjust the overcollection by
repaying or reimbursing the employee
in the amount thereof.

(ii) If the amount of the overcollection
Is repaid, the employer shall obtain and
keep as part of his records the written
receipt of the employee, showing the date
and amount of the repayment. (See
§ 402.701, relating in part to statements
required in explanation of adjustments
of overcollections of employees' tax)

(iii) If the employer does not repay
the employee, the employer shall reim-
burse the employee by applying the
amount of the overcollection against the
employees' tax which attaches to wages
paid to the employee prior to the expira-
tion of the tax-return period following
the tax-return period in which the error
is ascertained. If the amount of the
overcollection exceeds the amount so ap-
plied against such employees' tax, the ex-
cess amount shall be repaid to the em-
ployee as required by this subparagraph.

(iv) An overcollection is adjustable
under this subparagraph only if it is com-
pleted prior to the expiration of the tax-
return period following the tax-return
period in which the error is ascertained
by the employer, and then only if the
adjustment is reported on a return filed
within the 4-year period after the date
the overpayment was made to the col-
lector. A claim for credit or refund (in
accordance with § 402.704) may be filed
within such 4-year period for any over-
collection which cannot be adjusted un-
der this subparagraph.

§ 402.703 Adjustment of employers'
tax-(a) Underpayments. (1) If no em-
ployers' tax or less than the correct

§ 402.703



Chapter I-Bureau of Internal Revenue

amount of employers' tax with respect
to a payment of wages to an employee is
reported on a return and paid to the
collector, the employer shall adjust the
underpayment by (i) reporting the addi-
tional amount due by reason of such un-
derpayment as an adjustment on a re-
turn on Form SS-la filed on or before
the last day of the first calendar month
following the tax-return period in which
the error is ascertained, or (ii) reporting
such additional amount on a supple-
mental return on Form SS-1 or Form
SS-la for the tax-return period in which
such payment of wages is made. The
reporting of such an underpayment on
a supplemental return constitutes an ad-
justment within the meaning of this
paragraph only when the supplemental
return is filed on or before the last day
of the first calendar month following
the tax-return period in which the er-
ror is ascertained. (See § 402.605, relat-
Ing in part to supplemental returns)
The amount of each underpayment ad-
justed in accordance with this paragraph
shall be paid to the collector, without
interest, at the time fixed for reporting
the adjustment. If an adjustment is re-
ported pursuant to this subparagraph but
the amount thereof is not paid when due,
interest thereafter accrues.

(2) If no employers' tax or less than
the correct amount of employers' tax
with respect to a payment of wages to an
employee Is reported on a return and
paid to the collector and such underpay-
ment is not adjusted in accordance with
the provisions of this paragraph, the
amount of such underpayment shall be
(i) reported on the employer's next re-
turn on Form SS-la, or (ii) reported
immediately on a supplemental return
on Form SS-1 or Form SS-la. (For
interest accruing on amounts so reported,
see § 402.802)

(b) Overpayments. If (1) an em-
ployer pays more than the correct
amount of employers' tax with respect
to any payment of remuneration, and
(2) the employer is required under
§ 402.702 (b) to adjust a corresponding
overpayment of employees' tax with
respect to the same payment of remuner-
ation to the employee, the employer shall
adjust the overpayment of employers'
tax to the same extent and on the same
return or returns on which the adjust-
ment of employees' tax is reported. The
adjustment of employers' tax shall be
made by deducting the amount of the

overpayment from the amount of em-
ployees' tax reported on such return or
returns. No overpayment shall be ad-
justed under this paragraph after the
expiration of the 4-year period after the
date the overpayment was made to the
collector. If an overpayment of em-
ployers' tax is made with respect to a
payment of remuneration to an employee,
but no corresponding overpayment of
employees' tax is made with respect to
the same payment of remuneration, the
overpayment of employers' tax is not ad-
justable under this paragraph. (See
§ 402.704, relating to refunds and credits)

§ 402.704 Refund or credit of over-
payments which are not adjustable;
abatement of overassessments-(a) Who
may make claims. If more than the
correct amount of tax, penalty, or in-
terest is paid to the collector, the per-
son who paid such tax, penalty, or in-
terest to the collector may file a claim
for refund of such overpayment or such
person may take credit for the ,overpay-
ment on any return on Form SS-la
which he subsequently files. (See para-
graph (e) of this section, relating In part
to overpayments which are adjustable.)
If more than the correct amount of tax,
penalty, or interest. is assessed but not
paid to the collector, the person against
whom the assessment is made may fie
a claim for abatement of such overas-
sessment. (See also paragraph (c) of
this section, relating to claims by em-
ployees.)

(b) Statements supporting employers'
claims for employees' tax. Every claim
filed by an employer for refund, credit,
or abatement of employees' tax collected
from an employee shall include a state-
ment that the employer has repaid the
tax to the employee or has secured the
written consent of such employee to al-
lowance of -the refund, credit, or abate-
ment. In every such case, the employer
shall maintain as part of his records the
written receipt of the employee, showing
the date and amount of the repayment,
or the written consent of the employee,
whichever is used in support of the claim.
(See paragraph (d) of this section, re-
lating to form of claims.)

(c) Refund claims made by employees.
If (1) more than the correct amount of
employees' tax is collected by an em-
ployer from an employee and paid to
the collector, and (2) such overcollection
is not adjustable under § 402.702, and
(3) the employee does not receive reim-
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bursement in any manner from such em-
ployer and does not authorize the
employer to file a claim and receive re-
fund or credit, such employee may file
a claim for refund of such overpayment.
The employee shall submit with the claim
a statement setting forth the extent, if
any, to which the employer has reim-
bursed the employee in any manner for
the overcollection, the amount, if any,
of credit or refund of such overpay-
ment claimed by the employer or au-
thorized by the employee to be claimed
by the employer and such facts as will
establish that the overpayment is not
adjustable under § 402.702. The em-
ployee shall obtain such statement, if
possible, from the employer, who should
include in such statement the fact that
it is made in support of a claim against
the United States to be filed by the em-
ployee for refund of employees' tax paid
by such employer to the collector of in-
ternal revenue. If the employer's state-
ment is not submitted with the claim,
the employee shall make the statement
to the best of his knowledge and belief,
and shall include therein an explanation
of his Inability to obtain the statement
from the employer. (For provisions re-
lating to special refunds of employees' tax
on wages over $3,000, see § 402.705)

(d) Form of claims. (1) Each claim
for refund or abatement under this sec-
tion shall be made on Form 843 in ac-
cordance with the regulations in this
part and with the instructions relating
to such form, and shall designate the
tax-return period in which the error was
ascertained. Copies of Form 843 may
be obtained from any collector. If credit
is taken under this section, a claim on
Form 843 is not required, but the return
on which such credit is claimed shall
have securely attached as a part thereof
a statement which shall constitute the
claim for credit, setting forth in detail
the grounds and facts relied upon in sup-
port of the credit, designating the tax-
return period in which the error was as-
certained, and showing such other in-
formation as is required by the regula-
tions in this part or by the instructions
relating to the return.

(2) Whenever a claim for refund,
credit, or abatement is made with re-
spect to remuneration which was errone-
ously reported on Form SS-2a or on
Schedule A of Form SS-la, such claim
shall include a statement showing (1)
the identification number of the em-
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ployer, (Ii) the name and account num-
ber of the employee for whom such re-
muneration was so reported, (iii) the
period covered by such Form SS-2a or
such Schedule A of Form SS-la, (iv) the
amount of remuneration actually re-
ported as wages for such employee, and
(v) the amount of wages which should
have been reported for such employee.

(e) Limitations on claims. No refund
or credit will be allowed after the expira-
tion of 4 years after the payment to
the collector of the tax, penalty, or in-
terest, except upon one or more of the
grounds set forth in a claim filed prior
to the expiration of such 4-year period.
No refund or credit of an overpayment
will be allowed if such overpayment is
adjustable under § 402.702 or § 402.703.

(f) Claims improperly made. Any
claim which does not comply with the
requirements of this section will not be
considered for any purpose as a claim
for refund, credit, or abatement.

(g) Proof of representative capacity.
If a return is made by an individual who
thereafter dies and a refund claim is
made by a legal representative of the
deceased, certified copies of the letters
testamentary, letters of administration,
or other similar evidence must be an-
nexed to the claim, to show the authority
of the executor, administrator, or other
fiduciary by whom the claim is made.
If an executor, administrator, guardian,
trustee, receiver, or other fiduciary
makes a return and thereafter a refund
claim is made by the same fiduciary,
documentary evidence to establish the
legal authority of the fiduciary need not
accompany the claim, provided a state-
ment is made in the claim showing that
the return was made by the fiduciary
and that the latter is still acting. In
such cases, if a refund or interest is to
be paid, letters testamentary, letters of
administration, or other evidence may be
required, but should be submitted only
upon the receipt of a specific request
therefor. If a claim is made by a fidu-
ciary other than the one by whom the
return was made, the necessary docu-
mentary evidence should accompany the
claim. The affidavit may be made by the
agent of the person assessed, but in such
case a power of attorney must accom-
pany the claim.

(h) Refunds under section 902 (1) of
the Social Security Act amendments of
1939, section 2 of the act of August 11,
1939, and section 5 (b) of the Interna-
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tional Organizations Immunities Act.
The provisions of this section shall apply
in the case of claims for refund with
respect to services described by section
902 (f) of the Social Security Act amend-
ments of 1939, section 2 of the act of
August 11, 1939 (53 Stat. 1420), and sec-
tion 5 (b) of the International Organiza-
tions Immunities Act. (For provisions
relating to such services, see §§ 402.202
and 402.206.)

(1) Prohibition of refund or credit.
No refund or credit is allowable with re-
spect to any amount paid prior to Aprl
20, 1948, the date of the enactment of
Public Law 492, 80th Congress (relating
to the exception of certain services per,
formed by vendors of newspapers and
magazines), which constitutes an over-
payment of tax solely by reason of an
amendment made by such law. (For
provisions relating to services excepted
from employment by Public Law 492,
80th Congress, see § 402.226 (c).)
[Regs. 106, 5 F. R. 774, as amended by T. D.
5519, 11 F. R. 6758, T. D. 5665, 13 F. R. 66041

§ 402.705 Special refunds of em-
ployees' tax on wages over $3,000-(a)
In general. If an employee receives
wages from more than one employer, his
aggregate wages from all employers may
exceed the annual $3,000 limitation on
wages from a single employer provided by
section 1426 (a) (1) of the act. (See
§ 402.228 (a), relating to the $3,000 limi-
tation.) Section 1401 (d) of the act pro-
vides in certain cases for refund to an
employee of a portion of the employees'
tax in event of such an excess. By reason
of the amendment of such section by
section 413 of the Social Security Act
Amendments of 1946, the conditions and
limitations upon the refunds differ in
certain respects, depending upon whether
the tax, refund of which is claimed, is
imposed with respect to wages received
before 1947 or with respect to wages re-
ceived after 1946.

(b) Wages received before 1947. This
paragraph relates only to refunds, under
section 1401 (d) (1) of the act, of em-
ployees' tax with respect to wages re-
ceived before January 1, 1947. If, prior
to 1947, an employee receives wages in
excess of $3,000 from two or more em-
ployers for services performed during the
calendar year 1940 or any subsequent
calendar year, the employee may file a
claim for refund of the amount, if any,
by which the employees' tax deducted

and paid to a collector with respect to
such wages exceeds the employees' tax
with respect to the first $3,000 of such
wages. (See §§ 402.227 and 402.228,
relating to wages.) Each such claim
shall be made with respect to wages for
services performed within one calendar
year. The employee shall submit with
the claim the best available informa-
tion establishing, with respect to each
employer for whom he performed serv-
ices during the calendar year, (1) the
name and address of such employer, (2)
the account number of the employee and
the employee's name as reported by the
employer on his returns, (3) the amount
of wages paid during the calendar year
to which the claim relates for services
performed by the employee during that
year, (4) the amount of wages, if any,
paid during each subsequent calendar
year prior to 1947 for services performed
by the employee during the year to which
the claim relates, (5) the amount of em-
ployees' tax, if any, deducted from such
wages during each of such years and
paid to the collector, and (6) the ad-
dress of the collector to whom such tax
was paid. Such information shall be
furnished, if possible, in the form of
statements made by the employers, each
of whom should Include in his state-
ment the fact that it is made in support
of a claim against the United States to
be filed by the employee for refund of
employees' tax. If the statement of any
employer is not submitted with the claim,
the employee shall include in the claim
an explanation of his inability to submit
such statement.. Other information may
be required, but should be submitted only
upon the receipt of a specific request
therefor. The employee's claim shall
be made on Form 843, in accordance with
the regulations in this part and the in-
structions relating to such form, and
shall be filed with the collector for the
district in which the employee resides.
No interest will be allowed or paid by
the Government on the amount of any
refund under this paragraph. No re-
fund will be made under this paragraph
unless (1) the employee files a claim,
establishing his right thereto, after the
calendar year in which the employment
was performed with respect to which re-
fund of tax is claimed, and (2) such
claim is filed within 2 years after the
calendar year in which the wages are
paid with respect to which refund of tax
is claimed.
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Example 1. Employee A in the calendar
year 1946 receives taxable wages in the
amount of $2,000 from each of his employ-
ers, B, C, and D, for services performed during
such year, or a total of $6,000. Employees'
tax is deducted from A's wages and paid to
the collector, in the amount of $20 by B and
$20 by C, or a total of $40. Employer D pays
employees' tax in the amount of $20 to the
collector without deducting such tax from
A's wages. The employees' tax with respect
to the first $3,000 of such wages is $30. A
may file a claim for refund of $10.

Example 2. Employee E in the calendar
year 1946 performs employment for employers
F and G, for which E is entitled to remunera-
tion of $3,000 from each employer, or a total
of $6,000. On account of such employment E
in 1946 receives wages in the amount of $3,000
fromP and $2,000 from G; and on January
1, 1947, E receives the remaining $1,000 of
wages from G. Employees' tax was deducted
and paid to the collector as follows: in 1946,
by employer F, $30, and by employer G, $20;
and in 1947, by employer G. $10. Thus E,
prior to January 1, 1947, received $5,000 in
wages for services performed during the
calendar year 1946, with respect to which
wages $50 of employees' tax was deducted and
paid to the collector. The amount of em-
ployees' tax with respect to the first $3,000 of
such wages is $30. E may file a claim for
refund of $20. (The $1,000 of wages received
on January 1, 1947, and $10 of employees' tax
with respect thereto, have no bearing on this
claim because the wages were received after
December 31, 1946; but if in 1947 E receives
wages from one or more employers in addi-
tion to employer G, and the total wages re-
ceived in such year from all employers ex-
ceeds $3,000, E may be entitled to another
special refund of employees' tax. The deter-
mination in such case would include con-
sideration of the $1,000 wages received on
January 1, 1947, and the $10 of employees'
tax with respect thereto, and such determi-
nation would be made under section 1401 (d)
(2) of the act, which is dealt with in para-
graph (c) of this section.)

(c) Wages received after 1946. This
paragraph relates only to refunds, under
section 1401 (d) (2) of the act, of em-
ployees' tax with respect to wages re-
ceived after December 31, 1946. If,
during any calendar year beginning after
December 31, 1946, an employee receives
Wages in excess of $3,000 from two or
more employers, the employee may file
a claim for refund of the amount, if any,
by which the employees' tax imposed
with respect to such wages and deducted
therefrom exceeds the employees' tax
with respect to the first $3,000 of such
wages. (See §§ 402.227 and 402.228, re-
lating to wages.) Each such claim shall
be made with respect to wages received
within one calendar year (regardless of

the year or years after 1936 during which
the services are performed for which
such wages are received). The employee
shall submit with the claim, as a part
thereof, a statement setting forth the
following information, with respect to
each employer from whom he received
wages during the calendar year: (1)
The name and address of such employer,
(2) the account number of the employee
and the employee's name as reported by
the employer on his returns, (3) the
amount of wages received during the
calendar year to which the claim relates,
(4) the amount of employees' tax, If any,
deducted from such wages, and (5) the
amount of such tax, if any, which has
been refunded or otherwise returned to
the employee. Other information may
be required, but should be submitted
only upon the receipt of a specific re-
quest therefor. The employee's claim
shall be made on Form 843, in accord-
ance with the regulations of this part and
the Instructions relating to such form,
and shall be filed with the collector for
the district In which the employee re-
sides. No Interest will be allowed or paid
by the Government on the amount of any
refund to which this paragraph relates.

No refund to which this paragraph re-
lates will be made unless the em-
pl6yee files a claim, establishing his right
thereto, after the calendar year in which
the wages are received with respect to
which refund of tax is claimed, and
such claim is flied within two years after
the calendar year in which such wages
are received.

Example 1. Employee H in the calendar
year 1947 receives taxable wages In the
amount of $2,000 from each of his employers
I, J, and K, for services performed during
such year (or at any time after December
31, 1936), or a total of $6,000. Employees'
tax is deducted from H's wages, in the
amount of $20 by I and $20 by J, or a total
of $40. Employer K pays employees' tax in
the amount of $20 to the collector without
deducting such tax from H's wages. The
employees' tax with respect to the first $3,000
of such wages is $30. H may file a claim for
refund of $10.

Example 2. Employee L in the calendar
year 1947 performs employment for employ-
ers M and N, for which L is entitled to re-
muneration of $3,000 from each employer,
or a total of $6,000. On account of such em-
ployment L in 1946 received an advance pay-
ment of $1,000 in wages from M; and in 1947
receives wages in the amount of $2,000 from
M, and $3,000 from N. Employees' tax was
deducted as follows: In 1946, $10 by employer
M; and in 1947, $20 by employer M, and $30
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by employer N. Thus L in the calendar year
1947 received $5,000 in wages, from which $50
of employees' tax was deducted. The amount
of employees' tax with respect to the first
$3,000 of such wages received in 1947 is $30.
L may file a claim for refund of $20. (The
$1,000 advance of wages received in 1946 from
M, and $10 of employees' tax with respect
thereto, have no bearing on this claim, be-
cause the wages were not received in 1947;
and such amounts could not form the basis
for a refund unless L prior to 1947 received
from M and at least one more employer ad-
vance wages totaling more than $3,000 for
employment to be performed during 1947, in
which case L's right to refund would be deter-
mined under section 1401 (d) (1) of the act,
which is dealt with in paragraph (b) of this
section.)
[Regs. 106, 5 F. R. 774, as amended by T, D.
5566, 13 F. R. 4178]

§ 402.706 Credit and refund of taxes
paid for period during which liability
existed under subchapter B of chapter 9
of the Internal Revenue Code. If any
person pays any amount as tax under
the Federal Insurance Contributions Act
with respect to any period for which he
is not liable for such tax and such per-
son is liable for a tax imposed by sub-
chapter B of chapter 9 of the Internal
Revenue Code (which subehapter corre-
sponds to and, effective April 1, 1939,
superseded the Carriers Taxing Act of
1937), the amount paid as tax under the
Federal Insurance Contributions Act
shall be credited against the tax for
which the person is liable under such
subchapter and the balance, if any,
shall be refunded. Each claim for re-
fund under this section shall be made
in accordance with § 402.704. Each
claim for credit under this section shall
be made on Form 843 in accordance with
the instructions relating to such form
and the applicable provisions of § 402.704.
See section 1531 of subchapter B of chap-
ter 9 of the Internal Revenue Code for
credit on refund of amounts paid as tax
under such subchapter for any period
during which liability existed under the
Federal Insurance Contributions Act.

§ 402.707 Assessment of underpay-
ments. If any tax is not paid to the col-
lector when due, the Commissioner may,
as the circumstances warrant, assess the
tax (whether or not the underpayment is
otherwise adjustable) or afford the em-
ployer opportunity to adjust the under-
payment pursuant to § 402.702 or
§ 402.703. Unpaid employers' tax or em-
ployees' tax may be assessed against the
employer. Employees' tax not collected

by the employer may also be assessed
against the employee. The unpaid
amount, together with interest and pen-
alty, if any, will be collected, pursuant to
section 3655 of the Internal Revenue
Code and other applicable provisions of
law, from the person against whom the
assessment is made. If an employer pays
employees' tax pursuant to an assessment
against him without an adjustment hav-
ing been made pursuant to § 402.702, re-
imbursement is a matter to be settled
between the employer and the employee.
(See § 402.802, relating to interest, and
§ 402.803, relating to penalty for failure
to pay an assessment after notice and de-
mand. See also § 402.801, relating to
jeopardy assessments.)

SUBPART H-MISCELLANEOUS PROVISIONS

§ 402.801 Jeopardy assessments. (a)
Whenever, in the opinion of the collector,
the collection of the tax will be jeopar-
dized by delay, he should report the case
promptly to the Commissioner by tele-
gram or letter. The communication
should recite the full name and address
of the person involved, the tax-return
period or periods involved, the amount
of tax due for each period, the date any
return was filed by or for the taxpayer
for such period, a reference to any prior
assessment made for such period against
the taxpayer, and a statement as to the
reason for the recommendation, which
will enable the Commissioner to assess
the tax, together with all penalties and
interest due. Upon assessment such tax,
penalty, and interest shall become imme-
diately due and payable, whereupon the
collector will issue immediately a notice
and demand for payment of the tax,
penalty, and interest.

(b) The collection of the whole or any
part of the amount of the jeopardy as-
sessment may be stayed by filing with
the collector a bond in such amount, not
exceeding double the amount with re-
spect to which the stay is desired and
with such sureties as the collector deems
necessary. Such bond shall be condi-
tioned upon the payment of the amount,
collection of which is stayed, at the time
at which, but for the jeopardy assess-
ment, such amount would be due. In
lieu of surety or sureties the taxpayer
may deposit with the collector bonds or
notes of the United States, or bonds or
notes fully guaranteed by the United
States, having a par value not less than
the amount of the bond required to be
furnished, together with an agreement
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authorizing the collector in case of de-
fault to collect or sell such bonds or notes
so deposited.

(c) Upon refusal to pay, or failure to
pay or give bond, the collector will pro-
ceed immediately to collect the tax, pen-
alty, and interest by distraint without
regard to the period prescribed in section
3690 of the Internal Revenue Code.

Mnoss REFERENCE: For regulations govern-
ing acceptance of United States bonds or
notes in lieu of sureties, see 31 CFR Part 225.

§ 402.802 Interest. If the tax is not
paid to the collector when due and is not
adjusted under § 402.702 or § 402.703, in-
terest accrues at the rate of 6 percent
per annum.

§ 402.803 Addition to tax for failure
to pay an assessment alter notice and
demand. (a) If tax, penalty, or interest
is assessed and the entire amount thereof
is not paid within 10 days after the date
of issuance of notice and demand for
payment thereof, based on such assess-
ment, there accrues under section 3655
of the Internal Revenue Code (except as
provided in paragraph (b) of this sec-
tion) a penalty of 5 percent of the assess-
ment remaining unpaid at the expiration
of such period.

(b) If, within 10 days after the date of
issuance of notice and demand, a claim
for abatement of any amount of the as-
sessment is filed with the collector, the
5 percent penalty does not attach with
respect to such amount. If the claim is
rejected in whole or in part and the
amount rejected is not paid, the collector
shall issue notice and demand for such
amount. If payment is not made within
10 days after the date the collector issues
the notice and demand, the 5 percent
penalty attaches with respect to the
amount rejected. The filing of the claim
does not stay the running of interest.

§ 402.804 Additions to tax for delin-
quent or false returns-(a) Delinquent
returns. (1) If a person fails to make
and file a return required by the regula-
tions in this part within the prescribed
time, a certain percent of the amount of
the tax is added to the tax unless the
return is later filed and failure to file the
return within the prescribed time is
shown to be due to reasonable cause and
not to willful neglect. The amount to be
added to the tax is 5 percent if the failure
is for not more than 30 days, with an
additional 5 percent for each additional
30 days or fraction thereof during which

failure continues, not to exceed 25 per-
cent in the aggregate. In computing the
period of delinquency all Sundays and
holidays after the due date are counted.
Two classes of delinquents are subject
to this addition to the tax:

(1) Those who do not file returns and
for whom returns are made by a col-
lector, a deputy collector, or the Com-
missioner; and

ii) Those who file tardy returns and
are unable to show reasonable cause for
the delay.

(2) A person who files a tardy return
and wishes to avoid the addition to the
tax for delinquency must make an
affirmative showing of all facts alleged
as a reasonable cause for failure to file
the return on time in the form of a state-
ment which should be attached to the
return as a part thereof.

(b) False returns. If a false or fraud-
ulent return is willfully made, the addi-
tion to tax under section 3612 (d) (2)
of the Internal Revenue Code, is 50 per-
cent of the total tax due for the entire
period involved including any tax pre-
viously paid.

§ 402.804a Acts to be performed by
agents. If an employer pays wages to
an employee or group of employees
through a fiduciary, agent, or other per-
son who also has the control, receipt,
custody, or disposal of, or pays the wages
payable by another employer to such
employee or group of employees, the
Commissioner may, subject to such
terms and conditions as he deems
proper, authorize such fiduciary, agent.
or other person to perform such acts as
are required of employers under the act
and these regulations. Application for
authorization to perform such acts,
signed by such fiduciary, agent, or other
person, should be filed with the Com-
missioner of Internal Revenue, Wash-

*ington, D. C. If the fiduciary, agent, or
other person is authorized by the Com-
missioner to perform such acts as are
required of employers under the act ind
the regulations in this part, all provisions
of law (including penalties) and of the
regulations prescribed in pursuance of
law applicable in respect of an employer
shall be applicable to such fiduciary,
agent, or other person. However, each
employer for whom such fiduciary,
agent, or other person acts shall remain
subject to all provisions of law (includ-
ing penalties) and of the regulations
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prescribed in pursuance of law appli-
cable in respect of employers.
[T. D. 5324, 9 F. R. 3681

Part 403-Excise Tax on Employ-
ers Under the Federal Unem-
ployment Tax Act

INTRODUCTORY
Sec.
403.1 Chronological description of perti-

nent statutes and regulations.

Subpart A-Scope of Part
403.101 Scope of part.

Subpart B-Definitions
403.201 General definitions and use of

terms.
403.202 Employment prior to January 1,

1940.
403.203 Employment after December 31,

1939.
403.204 Who are employees.
403.205 Who are employers.
403.206 Excepted services in general.
403.207 Included and excluded services.
403.208 Agricultural labor.
403.209 Domestic service.
403.210 Casual labor not in the course of

employer's trade or business.
403.211 Maritime services.
403.212 Family employment.
403.213 United States and instrumentalities

thereof.
403.214 States and their political subdivi-

sions and instrumentalities.
403.215 Religious, charitable, scientific, lit-

erary, and educational organiza-
tions and community chests.

403.216 Railroad industry; employees and
employee representatives under
the Railroad unemployment In-
surance Act.

403.217 Organizations exempt from income
tax.

403.218 Agricultural and horticultural or-
ganzations exempt from income
tax.

403.219 Voluntary employees' beneficiary
associations.

403.220 Federal employees' beneficiary as-
sociations.

403.221 Students employed by schools, col-
leges, or universities not exempt
from income tax.

403.222 Foreign governments.
403.223 Wholly owned instrumentalities of

a foreign government.
403.224 Student nurses and hospital In-

ternes.
403.225 Insurance agents and solicitors.
403.228 Delivery and distribution of news-

papers, shopping news, and maga-
zines.

403226a International organizations.
403.226b Fishing.

Sec.
403.227 Wages.
403.228 Exclusion from wages.

Subpart C-Measure and Computation of Tax
403.301 Persons liable for tax.
403.302 Measure of tax.
403.303 Rate and computation of tax.
403.304 When wages are paid.

Subpart D-Credits Against Tax
403.401 Credit agaihst tax for contributions

paid.
403.402 Additional credit against tax.
403.403 Proof of credit.

Subpart E-Returns, Payment of Tax, and
Records

403.501 Returns.
403.502 When to report wages.
403.503 Termination of business.
403.504 Execution of returns.
403.505 Use of prescribed forms.
403.506 Place and time for filing returns.
403.507 Extension of time for filing returns.
403.508 Payment of tax.
403.509 Extension of time for payment of

the tax or installment thereof.
403.510 Fractional part of a cent.
403.511 Records.

Subpart F-Miscellaneous Provisions
403.601 Jeopardy assessments.
403.602 Refund or credit of overpayments;

abatement of overassessments.
403.603 Interest.
403.604 Addition to tax for failure to pay an

assessment after n o t i c e and
demand.

403.605 Additions to tax for delinquent or
false returns.

AUTHORITY: § § 403.1 to 403.605 issued under
53 Stat. 178, 188, 467; 26 U. S. C. 1429, 1609,
3791.

SouCE: §§ 403.1 to 403.605 contained in
Regulations 107, 5 F. R. 3705, except as noted
following sections affected.

INTRODUCTORY

§ 403.1 Chronological description of
pertinent statutes and regulations-(a)
Title IX of the Social Security Act and
regulations thereunder; calendar years
1936, 1937, and 1938-(1) Statutes. (i)
Title IX of the Social Security Act, ap-
proved August 14, 1935 (49 Stat. 639;
42 U. S. C. 1101-1110), imposes, for each
of the 3 calendar years 1936, 1937, and
1938, an excise tax on employers of eight
or more employees, measured by wages
payable with respect to employment per-
formed during the calendar year. (Title
IX of the Social Security Act has been
superseded, with respect to the calendar
year 1939 and subsequent calendar years,
as indicated in paragraph (b) (1) of this
section.)
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Cii) Section 902 (a), (b), (c), (d), and
(h) of the Social Security Act Amend-
ments of 1939, approved August 10, 1939
(53 Stat. 1399), provides for certain
credits against, and refunds of, the tax
imposed under Title IX of the Social
Security Act for the calendar years 1936,
1937, and 1938. Section 810 of the Rev-
enue Act of 1938, enacted May 28, 1938
(52 Stat. 576), contained an earlier pro-
vision for credits against, and refunds
of, such tax for the calendar year 1936.

(iii) Section 902 (f) of the Social Se-
curity Act Amendments of 1939 (53 Stat.
1400) provides, in part, that no tax shall
be collected under Title IX of the Social
Security Act with respect to services
performed in the employ of foreign gov-
ernments and certain of their instru-
mentalities.

(iv) Section 2 of the act of August 11,
1939 (53 Stat. 1420), provides, in part,
that no tax shall be collected under Title
IX of the Social Security Act with re-
spect to certain services performed in
salvaging timber and clearing debris left
by a hurricane.

(2) Regulations. Regulations relating
to the tax for the calendar years 1936,
1937, and 1938 under Title IX of the
Social Security Act are set forth in:

(I) Regulations 90, approved February
17, 1936, as amended, entitled "Regula-
tions 90 Relating to the Excise Tax on
Employers under Title IX of the Social
Security Act." (Treasury Decision 4616,
approved December 20, 1935, relating to
the records to be maintained with re-
spect to the tax under Title IX of the
Social Security Act, was superseded by
article 307 of such Regulations 90.)

(ii) Treasury Decision 4726, approved
January 21, 1937, extending the time for
filing returns and paying tax under Title
IX of the Social Security Act for the cal-
endar year 1936.

(Iii) Treasury Decision 4873, approved
November 12, 1938, and Treasury Deci-
sion 4878, approved January 4, 1939, both
relating to the inspection of returns, In-
cluding returns made under Title IX of
the Social Security Act. (Treasury De-
cision 4797, approved March 25, 1938,
and Treasury Decision 4798, approved
March 25, 1938, both relating to the in-
spection of returns, including returns
made under Title IX of the Social Se-
curity Act, were superseded by Treasury
Decisions 4873 and 4878, respectively.)

(b) Federal Unemployment Tax Act
and regulations thereunder; calendar
year 1939 and subsequent years-(l)
Statutes. (i) The provisions of Title IX
of the Social Security Act were reenacted
in the Internal Revenue Code, approved
February 10, 1939, as subchapter C of
chapter 9 thereof (53 Stat. 183). Under
the authority contained in section 1611
of subchapter C of chapter 9 of the Code,
as added by section 615 of the Social Se-
curity Act Amendments of 1939 (53 Stat.
1396), such subchapter may be cited as
the "Federal Unemployment Tax Act."
Section 1600 of the Federal Unemploy-
ment Tax Act, as amended by section
608 of the Social Security Act Amend-
ments of 1939, imposes an excise tax for
the calendar year 1939 and each calendar
year thereafter on employers of eight or
more employees, measured by the wages
paid during the calendar year with re-
spect to employment after December 31,
1938.

(ii) Sections 608 to 613, Inclusive, and
615 of the Social Security Act Amend-
ments of 1939 (53 Stat. 1387, 1396) ef-
fected substantial changes in the provi-
sions of the Federal Unemployment Tax
Act with respect to the tax for the cal-
endar year 1939 and subsequent calendar
years. Section 614 of the Social Security
Act Amendments of 1939 (53 Stat. 1392)
amended, effective January 1, 1940, sec-
tion 1607 of the Federal Unemployment
Tax Act with respect to the tax for the
calendar year 1940 and subsequent calen-
dar years. In addition, the application
of the Federal Unemployment Tax Act
Is modified by section 13 (a) of the Rail-
road Unemployment Insurance Act, ap-
proved June 25, 1938 (52 Stat. 1110) ; by
section 902 (e) and (f) of the Social Se-
curity Act Amendments of 1939 (53 Stat.
1400); and by section 2 of the Act of
August 11, 1939 (53 Stat. 1420). The ap-
plicable provisions of the Federal Unem-
ployment Tax Act, as so amended, and
the provisions making such modifica-
tions, as well as certain applicable pro-
visions of the internal revenue laws of
particular importance, have been inserted
in the appropriate places in, and are
to be read in connection with, the regula-
tions in this part.

(2) Regulations. Regulations relating
to the tax under the Federal Unemploy-
ment Tax Act are set forth in:

(i) Regulations 90, as amended, as
made applicable to the Federal Unem-
ployment Tax Act and other provisions
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of the Internal Revenue Code by Treas-
ury Decision 4885, approved February 11,
1939. Regulations 90, as so made appli-
cable to the Internal Revenue Code, re-
lates only to the tax for the calendar
year 1939.

(ii) Treasury Decision 4929, approved
August 28, 1939, and Treasury Decision
4945, approved September 20, 1939, both
relating to the inspection of returns, in-
cluding returns Inade under the Fed-
eral Unemployment Tax Act.

SUBPART A-SCOPE OF PART

§ 403.101 Scope of part-(a) Tax with
respect to wages paid after 1939. The
regulations in this part relate to the
excise tax for the calendar year 1940
and subsequent calendar years with re-
spect to wages paid after December 31,
1939, imposed on employers of eight or
more employees by the Federal Unem-
ployment Tax Act (subchapter C of
chapter 9 of the Internal Revenue Code),
as amended and modified by the Social
Security Act Amendments of 1939 and
other provisions of law.

(b) Employment. In addition to em-
ployment in the case of remuneration
therefor paid on or after January 1, 1940,
the regulations In this part also relate to
employment performed on or after such
date in the case of remuneration
therefor paid prior to such date.
[Regs. 107, 5 F. R. 3705, as amended by T. D.
5383, 9 F. R. 7303]

SUBPART B-DEFINITIONS

§ 403.201 General definitions and use
of terms. As used in the regulations in
this part:

(a) The terms defined in the provi-
sions of law shall have the meanings so
assigned to them.

(b) "Social Security Act" means the
act approved August 14, 1935 (49 Stat.
620).

(c) "Internal Revenue Code" means
the act approved February 10, 1939 (53
Stat. Part 1), entitled "An Act To con-
solidate and codify the internal revenue
laws of the United States," as amended.

(d) "Social Security Act Amendments
of 1939" means the act approved August
10, 19,39 (53 Stat. 1360).

(e) "Federal Unemployment Tax Act"
means subchapter C of chapter 9 of the
Internal Revenue Code, as amended.

(f) "Act" means the Federal Unem-
ployment Tax Act, as defined in this
section.

(g) "Federal Insurance Contributions
Act" means subchapter A of chapter 9 of
the Internal Revenue Code, as amended.

(h) "Railroad Unemployment Insur-
ance Act" means the act approved June
25, 1938 (52 Stat. 1094), as amended.

(i) "Regulations 90" means "Regula-
tions 90 Relating to the Excise Tax on
Employers under Title IX of the Social
Security Act," approved February 17,
1936, as amended, as made applicable to
subchapter C of chapter 9 and other pro-
visions of the Internal Revenue Code by
Treasury Decision 4885, approved Feb-
ruary 11, 1939, together with any amend-
ments to such regulations as so made
applicable to the Internal Revenue Code.

(j) "Person" Includes an individual, a
corporation, a partnership, a trust or
estate, a joint-stock company, an asso-
ciation, or a syndicate, group, pool, joint
venture or other unincorporated organi-
zation or group, through or by means of
which any business, financial operation,
or venture is carried on. It includes a
guardian, committee, trustee, executor,
administrator, trustee in bankruptcy,
receiver, assignee for the benefit of cred-
itors, conservator, or any person acting
in a fiduciary capacity.

(k) "Tax" means the tax imposed by
section 1600 of the act.
-() "Social Security Board" means the

board established pursuant to Title VII
of the Social Security Act.
(m) The cross references in the regu-

lations in this part to other portions of
the regulations, when the word "see" is
used, are made only for convenience, and
shall be given no legal effect.

(n) "Social Security Act Amendments
of 1946" means the act approved August
10, 1946 (Pub Law 719, 79th Cong.; 60
Stat. 978).
[Regs. 107, 5 F. R. 3705, as amended by T. D.
5566, 12 F. R. 4179]

§ 403.202 Employment prior to Janu-
ary 1, 1940. (a) Under the provisions of
section 1607 (c) of the Federal Unem-
ployment Tax Act, as amended, effective
July 1, 1946, by section 302 of the Social
Security Act Amendments of 1946, serv-
ices performed prior to July 1, 1946, con-
stitute employment if they were employ-
ment as defined in section 1607 (c) as in
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effect at the time the service was per-
formed. The provision in effect prior to
January 1, 1940, and therefore applicable
to services performed prior to such date,
is section 1607 (c) of the Federal Unem-
ployment Tax Act as originally enacted
February 10, 1939, as modified by section
13 (a) of the Railroad Unemployment
Insurance Act. Thus, services per-
formed prior to January 1, 1940, within
the United States by an employee for the
person employing him, constitute em-
ployment within the meaning of the
Federal Unemployment Tax Act in force
on and after January 1, 1940, unless the
services are excepted by section 1607 (c)
as originally enacted, as modified by such
section 13 (a). Such section 13 (a) ex-
cepted from employment, effective July
1, 1939, services performed in the employ
of an employer as defined in the Railroad
Unemployment Insurance Act and serv-
ices performed as an employee represent-
ative as defined in such act.

(b) The collection of tax under the
Federal Unemployment Tax Act with
respect to certain services performed
prior to January 1, 1940, is prohibited
although such services are not excepted
by section 1607 (c) of the Federal Un-
employment Tax Act in force prior to
such date. Section 902 (f). of the Social
Security Act Amendments of 1939 pro-
vides that no tax shall be collected under
the act with respect to services rendered
prior to January 1, 1940, which are de-
scribed in paragraph (11), relating to
services in the employ of foreign govern-
ments, and in paragraph (12), relating
to services in the employ of certain in-
strumentalities of foreign governments,
of section 1607 (c) of the Federal Un-
employment Tax Act in force on and
after January 1, 1940; and section 2 of
the act of August 11, 1939 (53 Stat. 1420),
provides that no tax shall be collected
under the Federal Unemployment Tax
Act with respect to services rendered
prior to January 1, 1940, in the employ of
the owner or tenant of land, in salvaging
timber on such land, or clearing such
land of brush and other debris, left by a
hurricane. Section 5 (b) of the Inter-
national Organizations Immunities Act
provides, in effect, that no tax shall be
collected under the Federal Unemploy-
ment Tax Act with respect to services
rendered prior to January 1, 1940,
which are described in paragraph (16)
of section 1607 (c) of the Federal Un-
employment Tax Act in force on and
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after January 1, 1946, relating to serv-
ices in the employ of an international
organization. (For provisions relating
to services rendered after December 31,
1939, and prior to January 1, 1946, with
respect to which the collection of tax is
prohibited by such section 5 (b), see
§ 403.206.) The exemption from taxa-
tion provided under such section 5 (b)
is subject to the provisions of section 1
of the International Organizations Im-
munities Act (see provisions of such sec-
tion quoted immediately preceding
§ 403.226a). Notwithstanding the pro-
visions of § 403.201 (a) and of this sec-
tion, the term "employment", as used in
this part, shall be deemed not to include
services with respect to which the col-
lection of tax is prohibited by such sec-
tion 902 (f), such section 2, or such sec-
tion 5 (b), as the application of the last-
mentioned section may be modified pur-
suant to such section 1.

(c) The tax to which the regulations
in this part relate applies with respect to
remuneration paid by an employer on or
after January 1, 1940, for services per-
formed during the calendar year 1939, to
the extent that the remuneration and
services constitute wages and employ-
ment. (See §§ 403.227 and 403.228, re-
lating to wages.)

(d) Whether services performed prior
to January 1, 1940, constitute employ-
ment within the meaning of the regula-
tions in this part shall be. determined in
accordance with the applicable provi-
sions of 26 CFR, 1938 ed., Supps., Part 400.
[Regs. 107, 5 F. R. 3705, as amended by T. D.
5519, 11 F. R. 6758, T. D. 5566, 12 F. R. 41791

§ 403.203 Employment after Decem-
ber 31, 1939-(a) In general. Whether
services performed on or after January
1, 1940, constitute employment is deter-
mined under section 1607 (c) of the act,
that is, section 1607 (c), as amended,
effective January 1, 1940, by section 614
of the Social Security Act Amendments
of 1939, and as amended, effective Janu-
ary 1, 1946, by section 4 (d) of the
International Organizations Immuni-
ties Act, and as amended, effective July
1, 1946, by sections 302, 303, and 304
of the Social Security Act Amendments
of 1946, and as further amended, effec-
tive January 1, 1940, by section 2 of
Public Law 492, 80th Congress, relating
to certain vendors of newspapers and
magazines. This section, and all sec-
tions of this subpart which follow (ex-
cept §§ 403.227 and 403.228, relating
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to wages), apply with respect only to
services performed after December 31,
1939. Such sections apply with respect
to services performed at any time after
such date, except those provisions there-
of in which a different period of appli-
cation is expressly stated. (For provi-
sions relating to the circumstances un-
der which services which do not consti-
tute employment are nevertheless
deemed to be employment, and relating
to the circumstances under which serv-
ices which constitute employment are
nevertheless deemed not to be employ-
ment, see § 403.207. For provisions re-
lating to the circumstances under which
certain services with respect to which
the collection of tax is prohibited are
deemed not to be included within the
term "employment" as used in the reg-
ulations in this part, see § 403.206. For
provisions relating to services performed
prior to January 1, 1940, see § 403.202.

(b) Services performed within the
United States. (1) Services performed
on or after January 1, 1940, within the
United States, that is, within any of the
several States, the District of Columbia,
or the Territory of Alaska or Hawaii, by
an employee for the person employing
him, unless specifically excepted by sec-
tion 1607 (c) of the act, constitute em-
ployment within the meaning of the act.
Services performed outside the United
States, that is, outside the several States,
the District of Columbia, and the Terri-
tories of Alaska and Hawaii (except cer-
tain services performed after June 30,
1946, on or in connection with an Ameri-
can vessel--see paragraph (c) of this
section), do not constitute employment.

(2) With respect to services performed
within the United States, the place where
the contract of service is entered into and
the citizenship or residence of the em-
ployee or of the person employing him
are immaterial. Thus, the employee and
the person employing him may be citi-
zens and residents of a foreign country
and the contract of service may be en-
tered into in a foreign country, and yet,
if the employee under such contract
actually performs services within the
United States, there may be to that ex-
tent employment within the meaning of
the act.

(c) Services performed outside the
United States. (1) Services performed
on or after July 1, 1946, by an employee
for the person employing him "on or in
connection with" an American vessel

outside the United States constitute em-
ployment provided:

(1) The employee is also employed
"on and in connection with" such vessel
when outside the United States; and

(ii) The services are performed under
a contract of service, between the em-
ployee and the person employing him,
which is entered into within the United
States, or during the performance of
which the vessel touches at a port within
the United States; and

(il) The services are not excepted
under section 1607 (c) of the act.
(See particularly § 403.226b, relating to
fishing.)

(2) An employee performs services on
and in connection with the vessel if he
performs services on the vessel which are
also in connection with the vessel. Serv-
ices performed on the vessel as officers
or members of the crew, or as employees
of concessionaires, of the vessel, for ex-
ample, are performed under such cir-
cumstances, since such services are also
connected with the vessel. Services
may be performed on the vessel, how-
ever, which have no connection with it,
as in the case of services performed by
an employee while on the vessel merely
as a passenger in the general sense. For
example, the services of a buyer in the
employ of a department store while he is
a passenger on a vessel are not in con-
nection with the vessel.

(3) If services are performed by an
employee "on and in connection with" an
American vessel when outside the United
States and conditions in subparagraph
(1) (ii) and (iii) of this paragraph are
met, then the services of that employee
performed on or in connection with the
vessel constitute employment. The ex-
pression "on or in connection with" re-
fers not only to services performed on
the vessel but also to services connected
with the vessel which are not actually
performed on it (for example, shore
services performed as officers or mem-
bers of the crew, or as employees of con-
cessionaires, of the vessel).

(4) Services performed by a member
of the crew or other employee whose con-
tract of service is not entered into within
the United States, and during the per-
formance of which the vessel does not
touch at a port within the United States,
do not constitute employment, notwith-
standing similar services performed by
others on or in connection with the ves-
sel may constitute employment.
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(5) The word "vessel" includes every
description of watercraft, or other con-
trivance, used as a means of transporta-
tion on water. It does not include any
type of aircraft.

(6) The term "American vessel"
means any vessel which is documented
(that is, registered, enrolled, or licensed)
or numbered in conformity with the laws
of the United States. It also includes
any vessel which is neither documented
nor numbered under the laws of the
United States, nor documented under the
laws of any foreign country, if the crew
of such vessel is employed solely by one
or more citizens or residents of the
United States or corporations organized
under the laws of the United States or
of any State (including the District of
Columbia or the Territory of Alaska or
Hawaii).

(7) With respect to services performed
outside the United States, the citizenship
or residence of the employee is Immate-
rial, and the citizenship or residence of
the person employing him Is material
only In case it has a bearing In determin-
ing whether a vessel is an American
vessel.

(d) Services performed for Bonneville
Power Administrator. Notwithstanding
any other provision of the regulations In
this part, such services as constitute em-
ployment under section 1607 (m) of the
act shall constitute employment within
the meaning of the act and of this sub-
part (including § 403.205 relating to who
are employers). Section 1607 (m) of
the act relates to services performed
'after December 31, 1945, by a laborer,
mechanic, or workman, in connection
with construction work or the operation
and maintenance of electrical facilities,
as an employee of the United States em-
ployed through the Bonneville Power
Administrator.
[T. D. 5566. 12 F, R. 4179, as amended by
T. D. 5665, 13 F. R. 6004]

§ 403.204 Who are employees. (a)
Every individual is an employee if the
relationship between him and the person
for whom he performs services is the legal
relationship of employer and employee.
(The word "employer" as used in this
section only, notwithstanding the provi-
sions of § 403.201 (a), includes a person
who employs one or more employees.)

(b) Generally such relationship exists
when the person for whom services are
performed has the right to control and
direct the individual who performs the
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services, not only as to the result to be
accomplished by the work but also as to
the details and means by which that re-
sult is accomplished. That is, an em-
ployee is subject to the will and control
of the employer not only as to what shall
be done but how it shall be done. In this
connection, it is not necessary that the
employer actually direct or control the
manner in which the services are per-
formed; it is sufficient if he has the right
to do so. The right to discharge is also
an important factor indicating that the
person possessing that right is an em-
ployer. Other factors characteristic of
an employer, but not necessarily present
in every case, are the furnishing of tools
and the furnishing of a place to work, to
the individual who performs the services.
In general, if an individual is subject to
the control or direction of another merely
as to the result to be accomplished by
the work and not as to the means and
methods for accomplishing the result, he
is an independent contractor. An indi-
vidual performing services as an inde-
pendent contractor is not as to such
services an employee.

(c) Generally, physicians, lawyers,
dentists, veterinarians, contractors, sub-
contractors, public stenographers, auc-
tioneers, and others who follow an inde-
pendent trade, business, or profession, in
which they offer their services to the
public, are independent contractors and
not employees.

(d) Whether the relationship of em-
ployer and employee exists will in doubt-
ful cases be determined upon an exami-
nation of the particular facts of each
case.

(e) If the relationship of employer and
employee exists, the designation or de-
scription of the relationship by the par-
ties as anything other than that of em-
ployer and employee is immaterial.
Thus, if such relationship exists, it is of
no consequence that the employee is des-
ignated as a partner, coadventurer, agent,
or independent contractor.

f) The measurement, method, or des-
ignation of compensation is also imma-
terial, if the relationship of employer and
employee in fact exists.

(g) No distinction is made between
classes or grades of employees. Thus,
superintendents, managers, and other
superior employees are employees. An
officer of a corporation is an employee of
the corporation but a director as such is
not. A director may be an employee of
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the corporation, however, if he performs
services for the corporation other than
those required by attendance at and par-
ticipation in meetings of the board of
directors.

(h) Although an individual may be an
employee under this section, his services
may be of such a nature, or performed
under such circumstances, as not to con-
stitute employment within the meaning
of the act (see § 403.203).

§ 403.205 Who are employers. (a)
Every person who employs eight or more
employees in employment within the
meaning of section 1607 (c) and (d) of
the act on a total of 20 or more calendar
days during a calendar year, each such
day being in a different calendar week,
is with respect to such year an employer
subject to the tax.

(b) The several weeks in each of which
occurs a day on which eight or more em-
ployees are employed need not be con-
secutive weeks. It is not necessary that
the employees so employed be the same
individuals; they may be different indi-
viduals on each day. Neither is it neces-
sary that the eight or more employees be
employed at the same moment of time or
for any particular length of time or on
any particular basis of compensation. It
is sufficient if the total number of em-
ployees employed during the 24 hours of
a calendar day is eight or more.

(c) In determining whether a person
employs a sufficient number of employees
to be an employer subject to the tax, each
employee is counted with respect to serv-
ices which constitute employment as de-
fined in section 1607 (c) of the act (see
§ 403.203). No employee is counted,
however, with respect to services which
do not constitute employment as so de-
fined.

(d) The provisions of paragraph (c)
of this section are subject to the provi-
sions of section 1607 (d) of the act, re-
lating to services which do not constitute
employment but which are deemed to be
employment, and relating to services
which constitute employment but which
are deemed not to be employment (see
§ 403.207). For example, if the services
of an employee during a pay period are
deemed to be employment under section
1607 (d) of the act, even though a portion
thereof does not constitute employment
under section 1607 (c), the employee is
counted with respect to all services dur-
ing the pay period. On the other hand,

if the services of an employee during a
pay period are deemed not to be employ-
ment, even though a portion thereof con-
stitutes employment, the employee is
not counted with respect to any services
during the pay period.

§ 403.206 Excepted services in general.
(a) Services performed on or after Janu-
ary 1, 1940, by an employee for the person
employing him do not constitute employ-
ment for purposes of the tax if they are
specifically excepted by any of the num-
bered paragraphs of section 1607 (c) of
the act, that is, section 1607 (c), as
amended, effective January 1, 1940, by
section 614 of the Social Security Act
Amendments of 1939, and as amended,
effective January 1, 1946, by section 4 (d)
of the International Organizations Im-
munities Act, and as amended, effective
July 1, 1946, by sections 302, 303, and 304
of the Social Security Act Amendments
of 1946, and as further amended, effec-
tive January 1, 1940, by section 2 of Pub-
lic Law 492, 80th Congress, relating to
certain vendors of newspapers and mag-
azines.

(b) The exception attaches to the
services performed by the employee and
not to the employee as an individual;
that is, the exception applies only to the
services rendered by the employee in an
excepted class.

Example. A is an individual who is em-
ployed part time by B to perform services
which constitute "agricultural labor" (see
§ 403.208). A is also employed by C part time
to perform services as a grocery clerk in a
store owned by him. While A's services which
constitute "agricultural labor" are excepted,
the exception does not embrace the services
performed by A as a grocery clerk in the em-
ploy of C and the latter services are not ex-
cepted from employment.

(c) This section, and the sections
which follow it relating to included and
excluded services and the several classes
of excepted services, apply with respect
to services performed at any time after
December 31, 1939, except where a dif-
ferent period of application is expressly
stated. (For provisions relating to the
circumstances under which services
which are excepted are nevertheless
deemed to be employment, and relating
to the circumstances under which serv-
ices which are not excepted are never-
theless deemed not to be employment, see
§ 403.207. For provisions relating to
services performed prior to January 1,
1940, see § 403.202.)
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(d) The collection of tax under the act
with respect to certain services rendered
prior to January 1, 1946, is prohibited
although such services are not excepted
by section 1607 (c) of the act in force
prior to such date. Section 5 (b) of
the International Organizations Immu-
nities Act provides that no tax shall be
collected under the Federal Unemploy-
ment Tax Act with respect to services
rendered prior to January 1, 1946, which
are described in paragraph (16) of sec-
tion 1607 (c) of the Federal Unemploy-
ment Tax Act in force on and after such
date, relating to services in the employ of
an international organization. The ex-
emption from taxation provided under
such section 5 (b) is subject to the provi-
sions of section 1 of the International
Organizations Immunities Act (see pro-
visions of such section quoted immedi-
ately preceding § 403.226a). Notwith-
standing any other provision of this part,
services with respect to which the collec-
tion of tax is prohibited by such section
5 (b), as the application of such section
may be modified pursuant to such section
1, shall be deemed not to be included
within the term "employment" as used
in this part (including § 403.205, relat-
ing to who are employers).

[Regs. 107, 5 F. R. 3705, as amended by T. D.
5519, 11 F. R. 6758, T. D. 5566, 12 F. R. 4179,
T. D. 5665, 13 F. R. 66041

§ 403.207 Included and excluded serv-
ices. (a) If a portion of the services
performed by an employee for the person
employing him during a pay period con-
stitutes employment, and the remainder
does not constitute employment, all the
services of the employee during the pe-
riod shall for purposes of the tax be
treated alike, that is, either all as in-
cluded or all as excluded. The time
during which the employee performs
services which under section 1607 (c) of
the act constitute employment, and the
time during which he performs services
which under such section do not con-
stitute employment, within the pay pe-
riod, determine whether all the services
during the pay period shall be deemed
to be Included or excluded.

(b) If one-half or more of the em-
ployee's time in the employ of a particu-
lar person in a pay period Is spent in
performing services which constitute em-
ployment, then all the services of that
employee for that person in that pay
period shall be deemed to be employment.

(c) If less than one-half of the em-
ployee's time in the employ of a particu-
lar person in a pay period is spent In
performing services which constitute
employment, then none of the services
of that employee for that person in that
pay period shall be deemed to be
employment.

Example 1. Employee A is employed by B
who operates a farm and a store. A's serv-
ices on the farm are such that they are ex-
cepted as agricultural labor and do not
constitute employment, and his services in
the store constitute employment. He is paid
at the end of each month. During a partic-
ular month A works 120 hours on the farm
and 80 hours in the store. None of A's serv-
ices during the month are deemed to be em-
ployment, since less than one-half of his
services during the month constitutes em-
ployment.

During another month A works 75 hours
-on the farm and 120 hours in the store. All
of A's services during the month are deemed
to be employment, since one-half or more of
his services during the month constitutes
employment.

Example 2. Employee C is employed as a
maid by D, a medical doctor, whose home
and office are located in the same building.
C's services in the home are excepted as do-
mestic service and do not constitute em-
ployment, and her services in the office con-
stitute employment. She is paid each week.
During a particular week C works 20 hours in
the home and 20 hours in the office. All of C's
services during that week are deemed to be
employment, since one-half or more of her
services during the week constitutes
employment.

During another week C works 22 hours in
the home and 15 hours in the office. None
of C's services during that week are deemed
to be employment, since less than one-half
of her services during the week constitutes
employment.

(d) For purposes of this section, a
"pay period" is the period (of not more
than 31 consecutive calendar days) for
which a payment of remuneration is or-
dinarily made to the employee by the
person employing him. Thus, if the pe-
riods for Which payments of remunera-
tion are made to the employee by such
person are of uniform duration, each
such period constitutes a "pay period."
If, however, the periods occasionally vary
in duration, the "pay period" is the pe-
riod for which a payment of remunera-
tion is ordinarily made to the employee
by such person, even though that period
does not coincide with the actual period
for which a particular payment of re-
muneration is made. For example, if a
person ordinarily pays a particular em-
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ployee for each calendar week at the end
of the week, but the employee receives
a payment in the middle of the week for
the portion of the week already elapsed
and receives the remainder at the end of
the week, the "pay period" is still the
calendar week; or, if instead, that em-
ployee is sent on a trip by such person
and receives at the end of the third week
a single remuneration payment for 3
weeks' services, the "pay period" is still
the calendar week.

(e) If there is only one period (and
such period does not exceed 31 consecu-
tive calendar days) for which a payment
of remuneration is made to the employee
by the person employing him, such period
is deemed to be a "pay period" for pur-
poses of this section.

(f) The rules set forth in this section
do not apply (1) with respect to any
services performed by the employee for
the person employing him if the periods
for which such person makes payments
of remuneration to the employee vary to
the extent that there is no period "for
which a payment of remuneration is
ordinarily made to the employee," or
(2) with respect to any services per-
formed by the employee for the person
employing him if the period for which
a payment of remuneration is ordinarily
made to the employee by such person ex-
ceeds 31 consecutive calendar days, or
(3) with respect to any service performed
by the employee for the person employing
him during a pay period if any of such
service is excepted by section 1607 (c) (9)
of the act (see § 403.216).

(g) If during any period for which a
person makes a payment of remunera-
tion to an employee only a portion of the
employee's services constitutes employ-
ment, but the rules prescribed herein are
not applicable, the tax attaches with re-
spect to such services as constitute em-
ployment as defined in section 1607 (c)
of the act (provided such person is an
employer as defined In section 1607 (a)
of the act and § 403.205).

§ 403.208 Agricultural labor-(a) In
general. (1) Services performed by an
employee for the person employing him
which constitute "agricultural labor" as
defined in section 1607 (1) of the act are
excepted. The term as so defined in-
cludes services of the character described
in paragraphs (b), (c), (d), and (e) of
this section.

(2) In general, however, the term does
not include services performed in con-
nection with forestry, lumbering, or
landscaping.

(b) Services described in section 1607
(1) (1) of the act. (1) Services per-
formed on a farm by an employee of any
person in connection with any of the
following activities are excepted as agri-
cultural labor:

(i) The cultivation of the soil;
(ii) The raising, shearing, feeding,

caring for, training, or management of
livestock, bees, poultry, fur-bearing ani-
mals, or wildlife; or

(iii) The raising or harvesting of any
other agricultural or horticultural com-
modity.

(2) The term "farm" as used in this
section includes stock, dairy, poultry,
fruit, fur-bearing animal, and truck
farms, plantations, ranches, nurseries,
ranges, orchards, and such greenhouses
and other similar structures as are used
primarily for the raising of agricultural
or horticultural commodities. Green-
houses and other similar structures used
primarily for other purposes (for exam-
ple, display, storage, and fabrication of
wreaths, corsages, and bouquets), do not
constitute "farms."

(c) Services described in section 1607
(1) (2) of the act. (1) The following
services performed by an employee in the
employ of the owner or tenant or other
operator of one or more farms are ex-
cepted as agricultural labor, provided the
major part of such services is performed
on a farm:

(1) Services performed in connection
with the operation, management, conser-
vation, improvement, or maintenance of
any of such farms or its tools or equip-
ment; or

(ii) Services performed in salvaging
timber, or clearing land of brush and
other debris, left by a hurricane.

(2) The services described in subpara-
graph (1) (1) of this paragraph may in-
clude, for example, services performed
by carpenters, painters, mechanics, farm
supervisors, irrigation engineers, book-
keepers, and other skilled or semiskilled
workers, which contribute in any way to
the conduct of the farm or farms, as
such, operated by the person employing
them, as distinguished from any other
enterprise in which such person may be
engaged.
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(3) Since the services described in this
paragraph must be performed in the em-
ploy of the owner or tenant or other op-
erator of the farm, the exception does
not extend to services performed by em-
ployees of a commercial painting con-
cern, for example, which contracts with
a farmer to renovate his farm properties.

(d) Services described in section 1607
(1) (3) of the act. Services performed
by an employee in the employ of any
person in connection with any of the fol-
lowing operations are excepted as agri-
cultural labor without regard to the place
where such services are performed:

(1) The ginning of cotton;
(2) The hatching of poultry;
(3) The raising or harvesting of mush-

rooms;
(4) The operation or maintenance of

ditches, canals, reservoirs, or waterways
used exclusively for supplying or storing
water for farming purposes;

(5) The production or harvesting of
maple sap or the processing of maple
sap into maple sirup or maple sugar (but
not the subsequent blending or other
processing of such sirup or sugar with
other products) ; or

(6) The production or harvesting of
crude gum (oleoresin) from a living tree
or the processing of such crude gum into
gum ,spirits of turpentine and gum rosin,
provided such processing Is carried on by
the original producer of such crude gum.

(e) Services described in section 1607
(1) (4) of the act. (1) (1) Services per-
formed by an employee in the employ
of a farmer or a farmers' cooperative
organization or group in the handling,
planting, drying, packing, packaging,
processing, freezing, grading, storing, or
delivering to storage or to market or to a
carrier for transportation to market, of
any agricultural or horticultural com-
modity, other than fruits and vegetables
(see subparagraph (2) of this para-
graph), produced by such farmer or
farmer-members of such organization or
group of farmers are excepted, provided
such services are performed as an inci-
dent to ordinary farming operations.

(ii) Generally services are performed
"as an incident to ordinary farming oper-
ations" within the meaning of this
paragraph if they are services of the
character ordinarily performed by the
employees of a farmer or of a farmers'
cooperative organization or group as a

prerequisite to the marketing, in its un-
manufactured state, of any agricultural
or horticultural commodity produced by
such farmer or by the members of such
farmers' organization or group. Serv-
ices performed by employees of such
farmer or farmers' organization or group
in the handling, planting, drying, pack-
ing, packaging, processing, freezing,
grading, storing, or delivering to storage
or to market or to a carrier for transpor-
tation to market, of commodities pro-
duced by persons other than such farm-
er or members of such farmers' organ-
ization or group are not performed "as
an incident to ordinary farming opera-
tions."

(2) Services performed by an em-
ployee in the employ of any person in
the handling, planting, drying, packing,
packaging, processing, freezing, grading,
storing, or delivering to storage or to
market or to a carrier for transportation
to market, of fruits and vegetables,
whether or not of a perishable nature,
are excepted as agricultural labor, pro-
vided such services are performed as an
incident to the preparation of such fruits
and vegetables for market. For exam-
ple, if services in the sorting, grading, or
storing of fruits, or in the cleaning of
beans, are performed as an incident to
their preparation for market, such serv-
ices may be excepted whether performed
in the employ of a farmer, a farmers' co-
operative, or a commercial handler of
such commodities.

(3) The services described in subpara-
graphs (1) and (2) of this paragraph,
do not include services performed in con-
nection with commercial canning or com-
mercial freezing or in connection with
any commodity after its delivery to a
terminal market for distribution for con-
sumption. Moreover, since the excepted
services described in such subparagraphs
must be rendered in the actual handling,
planting, drying, packing, packaging,
processing, freezing, grading, storing, or
delivering to storage or to market or to a
carrier for transportation to market, of
the commodity, such services do not, for
example, include services performed as
stenographers, bookkeepers, clerks, and
other office employees, even though such
services may be in connection with such
activities. However, to the extent that
the services of such individuals are per-
formed in the employ of the owner or
tenant or other operator of a farm and
are rendered in major part on a farm,
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they may be within the provisions of

paragraph (c) of this section.

§ 403.209 Domestic service. (a)
Services of a household nature performed
by an employee in or about the private
home of the person by whom he is em-
ployed, or performed in or about the club
rooms or house of a local college club or
local chapter of a college fraternity or
sorority by which he is employed, are in-
cluded within the exception stated in sec-
tion 1607 (c) (2).

(b) A private home is the fixed place
of abode of an individual or family.

(c) A local college club or local chap-
ter of a college fraternity or sorority does
not include an alumni club or chapter.

(d) If the home is utilized primarily
for the purpose of supplying board or
lodging to the public as a business enter-
prise, it ceases to be a private home and
the services performed therein are not
excepted. Likewise, if the club rooms or
house of a local college club or local
chapter of a college fraternity or sorority
is used primarily for such purpose, the
services performed therein are not with-
in the exception.

(e) In general, services of a household
nature in or about a private home in-
clude services rendered by cooks, maids,
butlers, valets, laundresses, furnacemen,
gardeners, footmen, grooms, and chauf-
feurs of automobiles for family use. In
general, services of a household nature
in or about the club rooms or house of a
local college club or local chapter of a
college fraternity or sorority include
services rendered by cooks, maids, but-
lers, laundresses, furnacemen, waiters,
and housemothers.

(f) The services enumerated in para-
graph (e) of this section are not within
the exception if performed in or about
rooming or lodging houses, boarding
houses, clubs (except local college clubs),
hotels, or commercial offices or estab-
lishments.

(g) Services performed as a private
secretary, even though performed in the
employer's home, are not within the ex-
ception.

§ 403.210 Casual labor not in the
course of employer's trade or business.
(a) The term "casual labor" includes
labor which is occasional, incidental, or
irregular.

(b) The expression "not in the course
of the employer's trade or business" in-

cludes labor that does not promote or
advance the trade or business of the
employer.

(c) Thus, labor which is occasional,
incidental, or irregular, and does not pro-
mote or advance the employer's trade or
business is excepted.

Example 1. A's business is that of oper-
ating a sawmill. He employs B, a carpenter,
at an hourly wage to repair his home. B
works irregularly and spends the greater part
of two days in completing the work. Since
B's labor is casual and is not in the course
of A's trade or business, such services are
excepted.

(d) Casual labor, that is, labor which
is occasional, incidental, or.irregular, but
which is in the course of the employer's
trade or business, does not come within
the exception in paragraph (c) of this
section.

Example 2. C's business is that of oper-
ating a sawmill. He employs D for 2 hours,
at an hourly wage, to remove sawdust from
his mill. D's labor is casual since it is oc-
casional, incidental, or Irregular, but it is in
the course of C's trade or business and is
not excepted.

Example 3. E is engaged in the business
of operating a department store. He em-
ploys additional clerks for short periods.
While the services of the clerks may be cas-
ual, they are in the course of the employer's
trade or business and, therefore, not excepted.

(e) Casual labor performed for a cor-
poration does not come within this ex-
ception.

§ 403.211 Maritime services-(a) In
general. Section 1607 (c) (4) of the act,
as amended, effective January 1, 1940,
by section 614 of the Social Security Act
Amendments of 1939, excepts service per-
formed within the United States as an
officer or member of the crew of a vessel
on the navigable waters of the United
States. Such exception, which is dealt
with in paragraph (b) of this section,
applies only with respect to services per-
formed before July 1, 1946. Section 1607
(c) (4) of the act, as amended, effective
July 1, 1946, by section 303 of the Social
Security Act Amendments of 1946, ex-
cepts service performed within the
United States on or in connection with a
vessel not an American vessel by an em-
ployee, if the employee is employed on
and in connection with such vessel when
outside the United States. Such excep-
tion, which is dealt with in paragraph
(c) of this section applies only with re-
spect to services performed on or after
July 1, 1946. (For definitions of "vessel"
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and "American vessel," see § 403.203
(c).)

(b) Services performed prior to July
1, 1946. (1) The expression "navigable
waters of the United States" means such
waters as are navigable in fact and which
by themselves or their connection with
other waters form a continuous channel
for commerce with foreign countries or
among the States.

(2) The expression "officer or member
of the crew" includes the master or offi-
cer in charge of the vessel, however des-
ignated, and every individual, subject to
his authority, serving on board and con-
tributing in any way to the operation
and welfare of the vessel. The excep-
tion extends, for example, to services
rendered by the master, mates, pilots,
pursers, surgeons, stewards, engineers,
firemen, cooks, clerks, carpenters, deck
hands, porters, and chambermaids, and
by seal hunters and fishermen on seal-
ing and fishing vessels.

(c) Services performed after June 30,
1946. (1) In order for services per-
formed after June 30, 1946, within the
United States "on or in connection with"
a vessel not an American vessel to be ex-
cepted, the services must be performed
by an employee who is also employed "on
and in connection with" the vessel when
outside the United States.

(2) An employee performs services on
and in connection with the vessel if he
performs services on the vessel when out-
side the United States which are also in
connection with the vessel. Services
performed on the vessel outside the
United States as officers or members of
the crew, or as employees of concession-
aires, of the vessel, for example, are
performed under such circumstances,
since such services are also connected
with the vessel. Services may be per-
formed on the vessel, however, which
have no connection with it, as in the
case of services performed by an em-
ployee while on the vessel merely as a
passenger in the general sense. For ex-
ample, the services of a buyer in the
employ of a department store while he
is a passenger on a vessel are not in con-
nection with the vessel.

(3) The expression "on or in connec-
tion with" refers not only to services per-
formed on the vessel but also to services
connected with the vessel which are not
actually performed on it (for example,
shore services performed as officers or
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members of the crew, or as employees of
concessionaires, of the vessel).

(4) The citizenship or residence of the
employee and the place where the con-
tract of service is entered into are Imma-
terial for purposes of this exception, and
the citizenship or residence of the person
employing him is material only in case it
has a bearing in determining whether the
vessel is an American vessel.

(5) Since the only services performed
outside the United States which consti-
tute employment are those described In
§ 403.203 (c) (relating to services per-
formed outside the United States on or
in connection with an American vessel),
services performed outside the United
States on or in connection with a vessel
not an American vessel in any event do
not constitute employment.

§ 403.212 Family employment. (a)
Certain services are excepted because of
the existence of a family relationship be-
tween the employee and the individual
employing him. The exceptions are as
follows:

(1) Services performed by an individ-
ual in the employ of his or her spouse;

(2) Services performed by a father or
mother in the employ of his or her son
or daughter; and

(3) Services performed by a son or
daughter under the age of 21 in the em-
ploy of his or her father or mother.

(b) Under paragraph (a) (1) and (2)
of this section, the exception is condi-
tioned solely upon the family relation-
ship between the employee and the
individual employing him. Under para-
graph (a) (3) of this section, in addi-
tion to the family relationship, there is
a further requirement that the son or
daughter shall be under the age of 21,
and the exception continues only during
the time that such son or daughter is
under the age of 21.

(c) Services performed in the employ
of a corporation are not within the ex-
ception. Services performed in the em-
ploy of a partnership are not within the
exception unless the requisite family re-
lationship exists between the employee
and each of the partners comprising the
partnership.
[Regs. 107, 5 F. R. 3705, as amended by T. D.
5062, 6 F. R. 3693]

§ 403.213 United States and instru-
mentalities thereof. (a) Services per-
formed in the employ of the United
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States Government, except as provided
in section 1607 (m) of the act (see
§ 403.203 (d)), are excepted. Services
performed in the employ of an instru-
mentality of the United States are also
excepted if the instrumentality is either
wholly owned by the United States, or
exempt from the tax imposed by section
1600 of the act -by virtue of any other
provision of law.

(b) Services performed in the employ
of an instrumentality of the United
States which is neither wholly owned by
the United States nor exempt from the
tax imposed by section 1600 of the act
by virtue of any other provision of law
are not within the exception.

(c) Services performed in the employ
of a national bank or a State member
bank of the Federal Reserve System, for
example, are not within the exception.
[Regs. 107, 5 F. R. 3705, as amended by T. D.
5502, 11 F. R. 2921, T. D. 5566, 12 F. R. 4181]

§ 403.214 States and their political
subdivisions and instrumentalities. (a)
Services performed in the employ of any
State, or of any political subdivision
thereof, are excepted. Services per-
formed in the employ of an instrumen-
tality of one or more States or political
subdivisions thereof are excepted if the
instrumentality is wholly owned by one
or more of the foregoing. Services per-
formed in the employ of an instrumen-
tality of one or more of the several States
or political subdivisions thereof which is
not wholly owned by one or more of the
foregoing are excepted only to the extent
that the instrumentality Is with respect
to such services immune under the Con-
stitution of the United States from the
tax imposed by section 1600 of the act.

(b) The term "State" includes the
District of Columbia and the Territories
of Alaska and Hawaii.

§ 403.215 Religious, charitable, scien-
tific, literary, and educational organiza-
tions and community chests. (a) Serv-
Ices performed by an employee in the
employ of an organization of the class
specified in section 1607 (c) (8) of the act
are excepted.

(b) For purposes of this exception the
nature of the services performed is im-
material; the statutory test is the char-
acter of the organization for which the
services are performed.

(c) In all cases, in order to establish
its status under the statutory classifica-

tion, the organization must meet the
following three tests:

(1) It must be organized and operated
exclusively for one or more of the speci-
fied purposes;

(2) Its net income must not inure In
whole or in part to the benefit of private
shareholders or individuals; and

(3) It must not by any substantial
part of its activities attempt to influence
legislation by propaganda or otherwise.

(d) Corporations or other institutions
organized and operated exclusively for
charitable purposes comprise, in general,
organizations for the relief of the poor.
The fact that an organization estab-
lished for the relief of indigent persons
may receive voluntary contributions
from the persons Intended to be relieved
will not necessarily affect its status under
the law.

(e) An educational organization within
the meaning of section 1607 (c) (8) of
the act is one designed primarily for the
Improvement or development of the
capabilities of the individual, but, under
exceptional circumstances, may include
an association whose sole purpose is the
instruction of the public, or an associa-
tion whose primary purpose is to give
lectures on subjects useful to the indi-
vidual and beneficial to the community,
even though an association of either
class has incidental amusement features.
An organization formed, or availed of,
to disseminate controversial or partisan
propaganda is not an educational organi-
zation. However, the publication of
books or the giving of lectures advocating
a cause of a controversial nature shall
not of itself be sufficient to deny an
organization the exemption, if carrying
on propaganda, or otherwise attempting,
to influence legislation form no substan:
tial part of its activities, its principal
purpose and substantially all of its ac-
tivities being clearly of a nonpartisan,
noncontroversial, and educational na-
ture.

f) Since a corporation or other insti-
tution to be within the prescribed class
must be organized and operated exclu-
sively for one or more of the specified
purposes, an organization which has cer-
tain religious purposes and which also
manufactures and sells articles to the
public for profit is not within the statu-
tory class even though its property is
held in common and its profits do not
inure to the benefit of individual mem-
bers of the organization.
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(g) An organization otherwise within
the statutory class does not lose its status
as such by receiving income such as rent,
dividends, and interest from invest-
ments, provided such income is devoted
exclusively to one or more of the speci-
fied purposes.

(h) If an organization has established
its status under section 1607 (c) (8) of
the act, it need not thereafter make a re-
turn or any further showing with respect
to its status under the act unless it
changes the character of its organization
or operations or the purpose for which
it was originally created. See, however,
section 3312 (b) of the Internal Revenue
Code relating to the statute of limitations
in case no return is filed.

§ 403.216 Railroad industry; employ-
ees and employee representatives under
the Railroad Unemployment Insurance
Act. Services performed by an Individ-
ual as an "employee" or as an "employee
representative," as those terms are de-
fined in section 1 of the Railroad Unem-
ployment Insurance Act, as amended, are
excepted.

§ 403.217 Organizations exempt from
income tax-(a) In general. This sec-
tion deals with the exception of services
performed in the employ of certain or-
ganizations exempt from income tax
under section 101 of the Internal Reve-
nue Code. If the services meet the tests
set forth in paragraph (b), (c), or (d)
of this section such services are excepted.
(See also § 403.215 for provisions relating
to the exception of services performed in
the employ of religious, charitable, scien-
tific, literary, and educational organiza-
tions and community chests of the type
described in section 101 (6) of the In-
ternal Revenue Code; § 403.218 for pro-
visions relating to the exception of
services performed in the employ of ag-
ricultural and horticultural organizations
exempt from income tax under section
101 (1) of the Code; § 403.219 for pro-
visions relating to the exception of
services performed in the employ of
voluntary employees' beneficiary associa-
tions of the type described in section 101
(16) of the Code; and § 403.220 for pro-
visions relating to the exception of serv-
ices performed in the employ of Federal
employees' beneficiary associations of the
type described in section 101 (19) of the
Code.)

(b) Remuneration not in excess of
$45 for calendar quarter. Services per-

formed by an employee in a calendar
quarter in the employ of an organiza-
tion exempt from income tax under sec-
tion 101 of the Internal Revenue Code
are excepted, if the remuneration for the
services does not exceed $45. The excep-
tion applies separately with respect to
each organization for which the em-
ployee renders services in a calendar
quarter. A calendar quarter is a period
of 3 calendar months ending on March
31, June 30, September 30, or Decem-
ber 31. The type of services per-
formed by the employee and the place
where the services are performed are
immaterial; the statutory tests are the
character of the organization in whose
employ the services are performed and
the amount of the remuneration for
services performed by the employee in
the calendar quarter.

Example 1. X is a local lodge of a fraternal
organization and is exempt from income tax
under section 101 (3) of the Internal Revenue
Code. X has a number of paid employees,
among them being A who serves exclusively
as recording secretary for the lodge, and B
who performs services for the lodge as janitor
of its clubhouse. For services performed dur-
ing the first calendar quarter of 1940 (that
is, January 1, 1940, through March 31, 1940,
both dates inclusive) A earns a total of $30.
For services performed during the same cal-
endar quarter B earns $180. Since the remu-
neration for the services performed by A dur-
ing such quarter does not exceed $45, all of
such services are excepted. Thus, A is not
counted as an employee in employment on
any of the days during such quarter for pur-
poses of determining whether the X organi-
zation is an employer (see § 403.205). Even
though it is subsequently determined that X
is an employer, A's remuneration of $30 for
services performed during the first calendar
quarter of such year is not subject to tax.
B's services, however, are not excepted during
such quarter since the remuneration therefor
does exceed $45. Thus, B is counted as an
employee in employment during all of such
quarter for purposes of determining whether
the X organization is an employer. If it is
determined that the X organization is an
employer, B's remuneration of $180 for serv-
ices performed during the first calendar quar-
ter is included in computing the tax.

Example 2. The facts are the same as In
Example 1, above, except that on April 1, 1940,
A's salary Is increased and, for services per-
formed during the calendar quarter begin-
ning on that date (that is, April 1, 1940,
through June 30, 1940, both dates inclusive),
A earns $60. Since A's remuneration for serv-
ices during such quarter does exceed $45,
such services are not excepted. A, therefore,
is counted as an employee in employment
during all of such quarter for purposes of de-

Page 210

§ 403.216



Chapter I-Bureau of Internal Revenue

termining whether the X organization is an
employer. If it is determined that the X
organization is an employer, A's remunera-
tion of $60 for services performed during the
second calendar quarter is included in com-
puting the tax.

Example 3. The facts are the same as in
Example 1, above, except that A earns $120
for services performed during the year 1940,
and such amount is paid to him in a lump
sum at the end of the year. The services per-
formed by A in any calendar quarter during
the year are excepted if the portion of the
$120 attributable to services performed in
that quarter does not exceed $45. In such
case, A is not counted as an employee in em-
ployment on any of the days during such
quarter for purposes of determining whether
the X organization is an employer. If, how-
ever, the portion of the $120 attributable to
services performed in any calendar quarter
during the year does exceed $45, the services
during that quarter are not excepted. In the
latter case, A is counted as an employee in
employment during all of such quarter and, if
the X organization is determined to be an
employer, that portion of the $120 attribut-
able to services performed In such quarter
is included in computing the tax.

(c) Collection of dues or premiums for
fraternal beneficiary societies, and ritu-
alistic services in connection with such
societies. The following services per-
formed by an employee in the employ of
a fraternal beneficiary society, order, or
association exempt from income tax un-
der section 101 of the Internal Revenue
Code are excepted:

(1) Services performed away from the
home office of such a society, order, or
association in connection with the col-
lection of dues or premiums for such so-
ciety, order, or association; and

(2) Ritualistic services (wherever per-
formed) in connection with such a so-
ciety, order, or association.
For purposes of this paragraph the
amount of the remuneration for services
performed by the employee in the cal-
endar quarter is immaterial; the statu-
tory tests are the character of the organ-
ization in whose employ the services are
performed, the type of services, and, in
the case of collection of dues or premi-
ums, the place where the services are
performed.

(d) Students employed by organiza-
"tions exempt from income tax. (1)
,Services performed in the employ of an
organization exempt from income tax
-under section 101 of the Internal Revenue
Code by a student who is enrolled and is
regularly attending classes at a school,
.college, or university, are expected. For
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purposes of this paragraph, the amount
of remuneration for services performed
by the employee in the calendar quarter,
the type of services, and the place where
such services are performed are imma-
terial; the statutory tests are the charac-
ter of the organization in whose employ
the services are performed and the status
of the employee as a student enrolled and
regularly attending classes at a school,
college, or university.

(2) The term "school, college, or uni-
versity" within the meaning of this ex-
ception is to be taken in its commonly or
generally accepted sense. (For provi-
sions relating to services performed by a
student enrolled and regularly attending
classes at a school, college, or university
not exempt from income tax in the em-
ploy of such school, college, or university,
see § 403.221.)

§ 403.218 Agricultural and horticul-
tural organizations exempt from income
tax. (a) Services performed by an em-
ployee in the employ of an agricultural
or horticultural organization exempt
from income tax under section 101 (1)
of the Internal Revenue Code are ex-
cepted.

(b) For purposes of this exception, the
type of services performed by the em-
ployee, the amount of remuneration for
such services, and the place where such
services are performed are immaterial;
the statutory test is the character of the
organization in whose employ the serv-
ices are performed.

§ 403.219 Voluntary employees' bene-
ficiary associations. (a) Services per-
formed by an employee in the employ of
.an organization of the character de-
scribed in section 1607 (c) (10) (C) of
the act are excepted.

(b) For purposes of this exception,
the type of services performed by the
employee, the amount of remuneration
for such services, and the place where
such services are performed are imma-
terial; the statutory test is the character
of the organization in whose employ the
services are performed.

§ 403.220 Federal employees' benefici-
ary associations. (a) Services performed
by an employee in the employ of an or-
ganization of the character described in
section 1607 (c) (10) (D) are excepted.

(b) For purposes of this exception, the
type of services performed by the em-
ployee, the amount of remuneration for
such services, and the place where such
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services are performed are immaterial;
the statutory test is the character of the
organization in whose employ the serv-
ices are performed.

§ 403.221 Students employed by
schools, colleges, or universities not ex-
empt from income tax. (a) Services
performed in a calendar quarter by a
student in the employ of a school, col-
lege, or university not exempt from in-
come tax under section 101 of the In-
ternal Revenue Code are excepted, pro-
vided:

(1) The services are performed by a
student who is enrolled and is regularly
attending classes at such school, college,
or university; and

(2) The remuneration for such serv-
Ices performed in such calendar quarter
does not exceed $45, exclusive of room,
board, and tuition furnished by the
school, college, or university.

(b) A calendar quarter is a period of 3
calendar months ending on March 31,
June 30, September 30, or December 31.

(c) For purposes of this exception, the
type of services performed by the em-
ployee and the place where the services
are performed are immaterial; the stat-
utory tests are the character .of the or-
ganization In whose employ the services
are performed, the amount of remunera-
tion for services performed by the em-
ployee In the calendar quarter, and the
status of the employee as a student en-
rolled and regularly attending classes
at the school, college, or university in
whose employ he performs the services.

(d) The term "school, college, or uni-
versity" within the meaning of this ex-
ception is to be taken in its commonly or
generally accepted sense. (For provi-
sions relating to services performed by
a student in the employ of an organiza-
tion exempt from income, tax, see
§ 403.217 (d).)

§ 403.222 Foreign governments. (a)
Services performed by an employee in
the employ of a foreign government are
excepted. The exception includes not
only services performed by ambassadors,
ministers, and other diplomatic officers
and employees but also services per-
formed as a consular or other officer or
employee of a foreign government, or as
a nondiplomatic representative thereof.

(b) For purposes of this exception,
the citizenship or residence of the em-
ployee is Immaterial. It Is also imma-
terial whether the foreign government

grants an equivalent exemption with
respect to similar services performed in
the foreign country by citizens of the
United States.

§ 403.223 Wholly owned instrumen-
talities of a foreign government. (a)
Services performed by an employee in
the employ of certain Instrumentalities
of a foreign government are excepted.
The exception includes all services per-
formed in the employ of an instrumen-
tality of the government of a foreign
country provided:

(1) The instrumentality is wholly
owned by the foreign government;

(2) The services are of a character
similar to those performed in foreign
countries by employees of the United
States Government or of an Instrumen-
tality thereof; and

(3) The Secretary of State certifies
to the Secretary of the Treasury that
the foreign government, with respect to
whose instrumentality exemption Is
claimed, grants an equivalent exemption
with respect to services performed in the
foreign country by employees of the
United States Government and of in-
strumentalities thereof.

(b) For purposes of this exception,
the citizenship or residence of the em-
ployee is immaterial.

§ 403.224 Student nurses and hospital
internes. (a) Services performed as a
student nurse In the employ of a hospital
or a nurses' training school are excepted
provided the student nurse is enrolled
and regularly attending classes In a
nurses' training school, and such nurses'
training school is chartered or approved
pursuant to State law.

(b) Services performed as an interne
(as distinguished from a resident doctor)
in the employ of a hospital are excepted
provided the interne has completed a
four years' course in a medical school
chartered or approved pursuant to State
law.

§ 403.225 Insurance agents and solici-
tors. (a) Services performed by an em-
ployee as an insurance agent or insur-
ance solicitor are excepted provided such
services are performed solely for com-
missions.

(b) If all or any part of the remunera-
tion of an employee for services per-
formed as an Insurance agent or insur-
ance solicitor is a salary, none of his
services are excepted and his total remu-'
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neration (for example, salary, or salary
and commissions) is included for pur-
poses of computing the tax.

§ 403.226 Delivery and distribution of
newspapers, shopping news, and maga-
zines-(a) In general. Subparagraph
(A) of section 1607 (c) (15) of the act,
as amended by section 2 of Public Law
492, 80th Congress, enacted April 20,
1948, excepts certain services performed
by an employee under the age of 18 in
the delivery or distribution of newspapers
or shopping news. This exception,
which is dealt with in paragraph (b)
of this section, continues without change
the exception contained in section 1607
(c) (15), as added by section 614 of the
Social Security Act Amendments of 1939.
Subparagraph (B) of section 1607 (c)
(15), added by section 2 of Public Law
492, excepts certain services in the sale
of newspapers and magazines without
regard to the age of the individual per-
forming the services. Such exception is
dealt with in paragraph (c) of this sec-
tion. The exceptions in subparagraph
(A) and subparagraph (B) are both ap-
plicable with respect to services per-
formed after December 31, 1939.

(b) Services of individuals under age
18. Services performed by an employee
under the age of 18 in the delivery or
distribution of newspapers or shopping
news, not including delivery or distribu-
tion (as, for example, by a regional dis-
tributor) to any point for subsequent de-
livery or distribution, are excepted.
Thus, the services performed by an em-
ployee under the age of 18 in making
house-to-house delivery or sale of news-
papers or shopping* news, including
handbills and other similar types of ad-
vertising material, are excepted. The
services are excepted irrespective of the
form or method of compensation. Inci-
dental services by the employee who
makes the house-to-house delivery, such
as services in assembling newspapers,
are considered to be within the excep-
tion. The exception continues only dur-
ing the time that the employee is under
the age of 18.

(c) Services of individuals of any age.
Services performed by an employee in,
and at the time of, the sale of newspapers
or magazines to ultimate consumers un-
der an arrangement under which the
newspapers or magazines are to be sold
by him at a fixed price, his compensa-
tion being based on the retention of the
excess of such price over the amount at

which the newspapers or magazines are
charged to him, are excepted. The serv-
ices are excepted whether or not the em-
ployee is guaranteed a minimum amount
oi compensation for such services, or is
entitled to be credited with the unsold
newspapers or magazines turned back.
Moreover, the services are excepted with-
out regard to the age of the employee.
Services performed other than at the
time of sale to the ultimate consumer
are not within the exception. Thus, the
services of a regional distributor which
are antecedent to but not immediately
part of the sale to the ultimate consum-
er are not within the exception. How-
ever, incidental services by the employee
who makes the sale to the ultimate con-
sumer, such as services in assembling
newspapers or in taking newspapers or
magazines to the place of sale, are con-
sidered to be within the exception.
[T. D. 5665, 13 F. R. 6604]

§ 403.226a International organiza-
tions. Subject to the provisions of sec-
tion 1 of the International Organiza-
tions Immunities Act, services performed
on or after January 1, 1946, in the em-
ploy of an international organization as
defined In section 3797 (a) (18) of the
Internal Revenue Code are excepted.
For provisions relating to the circum-
stances under which services rendered
prior to January 1, 1946, In the employ
of an international organization are
deemed not to be included within the
term "employment" as used in this part,
see § 403.206.

§ 403.226b Fishing-(a) In general.
Subject to the limitations prescribed in
paragraphs (b) and (c) of this section,
the services performed on or after July
1, 1946, as described in this paragraph
are excepted. Services performed by an
individual in the catching, taking, har-
vesting, cultivating, or farming of any
kind of fish, shellfish (for example,
oysters, clams, and mussels), crustacea
(for example, lobsters, crabs, and
shrimps), sponges, seaweeds, or other
aquatic forms of animal and vegetable
life are excepted. The exception extends
to services performed as an officer or
member of the crew of a vessel while the
vessel Is engaged in any such activity
whether or not the officer or member of
the crew is himself so engaged. In the
case of an individual who is engaged In
any such activity in the employ of any
person, the services performed, by such
individual in the employ of such person,
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as an ordinary incident to any such activ-
ity are also excepted. Similarly, for ex-
ample, the shore services of an officer
or member of the crew of a vessel en-
gaged in any such activity are excepted
if such services are an ordinary incident
to any such activity. Services performed
as an ordinary incident to any such ac-
tivity may include, for example, services
performed in such cleaning, icing, and
packing of fish as are necessary for the
immediate preservation of the catch.

(b) Salmon and halibut ftshing. Serv-
ices performed in connection with the
catching or taking of salmon or halibut,
for commercial purposes, are not within
the exception. Thus, neither the services
of an officer or member of the crew of a
vessel (irrespective of its tonnage) which
is engaged In the catching or taking of
salmon or halibut, for commercial pur-
poses, nor the services of any other in-
dividual in connection with such activity,
are within the exception.

(c) Vessels of more than 10 net tons.
Services described in paragraph (a) of
this section performed on or in connec-
tion with a vessel of more than 10 net tons
are not within the exception. For pur-
poses of the exception, the tonnage of the
vessel shall be determined in the manner
provided for determining the register
tonnage of merchant vessels under the
laws of the United States.

§ 403.227 Wages-(a) In general. (1)
Whether remuneration paid on or after
January 1, 1940, for employment per-
formed after December 31, 1938, consti-
tutes wages is determined under section
1607 (b) of the act, that is, section 1607
(b), as amended, effective January 1,
1940, by section 614 of the Social Se-
curity Act Amendments of 1939, and as
further amended by section 412 (b) of
the Social Security Act Amendments of
1946. This section and § 403.228 (re-
lating to exclusions from wages) apply
with respect only to remuneration paid
on or after January 1, 1940, for employ-
ment performed after December 31, 1938.

(2) The term "wages" means all re-
muneration for employment unless spe-
cifically excepted under section 1607 (b)
of the act (see § 403.228).

(3) The name by which the remuner-
ation for employment is designated is
immaterial Thus, salaries, fees, bonuses,
and commissions are wages within the
meaning of the act if paid as compensa-
tion for employment.
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(4) The basis upon which the remu-
neration is paid is immaterial in deter-
mining whether the remuneration
constitutes wages. Thus, it may be paid
on the basis of piecework or a percent-
age of profits; and it may be paid hourly,
daily, weekly, monthly, or annually.

(5) The medium in which the remu-
neration is paid is also immaterial. It
may be paid in cash or in something
other than cash, as for example, goods,
lodging, food, or clothing. Remunera-
tion paid in items other than cash shall
be computed on the basis of the fair
value of such items at the time of pay-
ment.

(6) Ordinarily, facilities or privileges
(such as entertainment, medical services,
or so-called "courtesy" discounts on pur-
chases), furnished or offered by an em-
ployer to his employees generally, are
not considered as remuneration for em-
ployment if such facilities or privileges
are of relatively small value and are
offered or furnished by the employer
merely as a means of promoting the
health, good will, contentment, or effi-
ciency of his employees. The term
"facilities or privileges," however, does
not ordinarily include the value of meals
or lodging furnished, for example, to
restaurant or hotel employees since gen-
erally these items constitute an appre-
ciable part of the total remuneration of
such employees.

(7) Remuneration paid by an em-
ployer to an individual for employment,
unless such remuneration Is specifically
excepted under section 1607 (b) of the
act, constitutes wages even though at
the time paid the individual is no longer
an employee.

Example. B, an employer, employs A dur-
ing the month of June 1940 in employment
at a salary of $100 per month. A leaves the
employ of B at the close of business on June
30, 1940. On July 15, 1940 (when A is no
longer an employee of B), B pays A the re-
muneration of $100 which was earned for
the services performed in June. The $100
is wages within the meaning of the Act, and
the tax is payable with respect thereto.

(b) Certain items included as wages-
(1) Vacation allowances. Amounts of
so-called "vacation allowances" paid to
an employee constitute wages. Thus, the
salary of an employee on vacation, paid
notwithstanding his absence from work,
constitutes wages.

(2) Traveling expenses. Amounts paid
to traveling salesmen or other employees
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as allowance or reimbursement for trav-
eling or other expenses incurred in the
business of the employer constitute wages
only to the extent of the excess of such
amounts over such expenses actually in-
curred and accounted for by the em-
ployee to the employer. Thus, the wages
of a salesman, who is employed on a
straight salary basis with an allowance
to cover all necessary expenses incurred
in the employer's business, are computed
by adding to the salary the amount of
the excess, if any, of the expense allow-
ance over the expenses actually incurred
and accounted for by the employee to
the employer.

(3) Deductions by an employer from
wages of an employee. The amount of
any tax which is required by section 1401
(a) of the Federal Insurance Contribu-
tions Act to be deducted by the employer
from the wages of an employee is con-
sidered to be a part of the employee's
wages, and is deemed to be paid to the
employee as wages at the time that the
deduction is made. Other amounts de-
ducted from the wages of an employee by
an employer also constitute wages paid to
the employee at the time of the deduc-
tion. It is immaterial that the Federal
Insurance Contributions Act, or any act
of Congress, or the law of any State, re-
quires or permits such deductions and
the payment of the amount thereof to
the United States, a State, or any politi-
cal subdivision thereof.

(4) Remuneration for certain serv-
ices performed for Bonneville Power Ad-
ministrator. Notwithstanding any other
provision of this part, such remunera-
tion for employment as constitutes wages
under section 1607 (m) of the act shall
constitute wages within the meaning of
the act and of this part. See § 403.203
(b), relating to services which consti-
tute employment under section 1607 (in).
[Regs. 107, 5 F. R. 3705, as amended by T. D.
5502, 11 F. R. 2921, T. D. 5566, 12 F. R. 41821

§ 403.228 Exclusions from wages- (a)
$3,000 limitation-(1) In general. Sec-
tion 1607 (b) (1) of the act provides an
annual $3,000 limitation on the amount
of remuneration that may constitute
wages, by excepting from the term
"wages" remuneration paid after $3,000
has been paid. Under such section as
amended by section 412 (b) of the Social
Security Act Amendments of 1946, the
amount first to be included in wages,
after which the exception operates, is
measured in two ways, depending on

whether the remuneration is paid before
1947 or is paid after 1946. In the case
of remuneration paid before 1947, the
amount first to be included in wages Is
remuneration paid up to and including
$3,000 for employment performed by an
employee for his employer during each
calendar year regardless of when paid
(before 1947); and additional amounts
for employment performed in such cal-
endar year by such employee for such
employer are excluded regardless of
when paid (before 1947). In the case of
remuneration paid after 1946, the
amount first to be Included In wages In
each calendar year is remuneration up
to and including $3,000 paid in the cal-
endar year by an employer to an em-
ployee for employment performed at any
time after December 31, 1938; and ad-
ditional amounts paid in such calendar
year by such employer to such employee
are excluded regardless of when earned.
In general, the change is from an "earned
within the calendar year basis" to a "paid
within the calendar year basis." For a
more complete explanation of the limita-
tion, see subparagraphs (2) and (3) of
this paragraph.

(2) Remuneration paid before 1947.
(i) This subparagraph applies only
with respect to remuneration paid before
January 1, 1947.

(ii) The term "wages" does not include
that part of the remuneration paid be-
fore January 1, 1947, by an employer to
an employee for employment performed
for him during any calendar year which
exceeds the first $3,000 paid by such
employer to such employee for employ-
ment performed during such calendar
year.

(iii) In the case of remuneration paid
before 1947, the $3,000 limitation applies
only if the remuneration paid to an
employee by the same employer for em-
ployment during any one calendar year
exceeds $3,000. The limitation in such
case relates to remuneration for em-
ployment during any one calendar year
and not to the amount of remuneration
(irrespective of the year of employment)
which is paid in any one calendar year.

Example 1. Employer B, in 1940, pays em-
ployee A $2,500 on account of $3,000 due him
for employment performed in 1940. In 1941
employer B pays employee A the balance of
$500 due him for employment performed in
the prior year (1940) and also $3,000 for em-
ployment performed in 1941. Although A is
actually paid remuneration of $3,500 during
the calendar year 1941, that entire amount is
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subject to tax, that is, $3,000 with respect to
employment during 1941 and $500 with re-
spect to employment during 1940 (this $500
added to the $2,500 paid in 1940 constitutes
the maximum wages which could be paid
before January 1, 1947, to employee A by em-
ployer B with respect to employment during
the calendar year 1940).

(iv) In the case of remuneration paid
before 1947, if an employee has more than
one employer during a calendar year, the
limitation of wages to the first $3,000
of remuneration paid to such employee
applies, not to the aggregate remunera-
tion paid by all employers with respect
to employment during that year, but
instead to the remuneration paid by
each employer with respect to employ-
ment during that year. In such case
the first $3,000 paid by each employer
to such employee constitutes wages and
is subject to the tax.

Example 2. During 1940 employer D pays
employee C a salary of $600 a month for em-
ployment during the first seven months of
1940 or total remuneration of $4,200. At the
end of the fifth month employer D has paid
employee C $3,000, and only that part of the
total remuneration constitutes wages subject
to the'tax. The $600 paid by employer D to
employee C for employment during the sixth
month, and the like amount paid for em-
ployment during the seventh month, are not
included as wages and are not subject to the
tax. At the end of the seventh month C
leaves the employ of D and enters the employ
of E. During 1940 employer E pays employee
C $600 a month for the remaining five months
of 1940, or total remuneration of $3,000.
The entire $3,000 paid by employer E consti-
tutes wages and is subject to the tax. Thus,
the first $3,000 paid by employer D and the
entire $3,000 paid by employer E constitute
wages.

Example 3. F is simultaneously an officer'
(an employee) of the X Corporation, the Y
Corporation, and the Z Corporation during
the calendar year 1940, each such corpora-
tion being an employer for such year. Dur-
ing such year F is paid a salary of $3,000 by
each such corporation. Each $3,000 paid to
F by each of the corporations X, Y, Z
(whether or not such corporations are re-
lated) constitutes wages and is subject to
the tax.

(3) Remuneration Paid after 1946.
(I) This subparagraph applies only with
respect to remuneration paid after De-
cember 31, 1946.

(ii) The term "wages" does not include
that part of the remuneration paid within
any calendar year beginning after De-
cember 31, 1946, by an employer to an
employee which exceeds the first $3,000
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paid within such calendar year by such
employer to such employee for employ-
ment performed for him at any time after
December 31, 1938.

(iii) In the case of remuneration paid
after 1946, the $3,000 limitation applies
only if the remuneration paid during any
one calendar year by an employer to the
same employee for employment per-
formed after 1938 exceeds $3,000. The
limitation in such case relates to the
amount of remuneration paid during any
one calendar year for employment after
1938 and not to the amount of remunera-
tion for employment performed in any
one calendar year.

Example 1. Employer H, in 1947, pays em-
ployee G $2,500 on account of $3,000 due him
for employment performed in 1947. In 1948
employer H pays employee G the balance of
$500 due.him for employment performed in
the prior year (1947), and thereafter in 1948
also pays G $3,000 for employment performed
in 1948. The $2,500 paid in 1947 is subject
to tax in 1947. The balance of $500 paid in
1948 for employment during 1947 is subject
to tax in 1948, as is also the first $2,500 paid
of the $3,000 for employment during 1948
(this $500 for 1947 employment added to the
first $2,500 paid for 1948 employment consti-
tutes the maximum wages which could be
paid in 1948 by H to 0). The final $500 paid
by H to G in 1948 is not included as wages
and is not subject to the tax.

Example 2. Employer J, in 1946, pays
$3,000 to employee I on account of $6,000 due
him for employment performed in 1946. In
1947 before paying any remuneration for
employment performed in 1947 employer J
pays to I the balance of $3,000 due employee
I on account of employment performed in
1946. The $3,000 paid in 1946 constitutes
wages in 1946 and is subject to the tax, in
accordance with the provisions set forth in
subparagraph (2) of this paragraph. The
balance of $3,000 paid in 1947 on account of
employment In 1946 constitutes wages and is
subject to the tax in 1947 in accordance with
the provisions set forth in this subparagraph
(3). The $3,000 paid in 1947 for 1946 employ-
ment constitutes the maximum wages which
could be paid by J to I in 1947. Any further
remuneration paid in 1947 to employee I for
services performed for J is not included as
wages and is not subject to the tax, whether
for services performed before, during, or after
1947. (Assuming the same amounts of re-
muneration and times of payment, the same
result would be reached if employee I had
left the employ of J and performed no further
services for J after 1946.)

(iv) If during a calendar year (after
1946) an employee is paid remuneration
by more than one employer, the limita-
tion of wages to the first $3,000 of remu-
neration paid applies, not to the aggre-
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gate remuneration paid by all employers
with respect to employment performed
after 1938, but instead to the remunera-
tion paid during such calendar year by
each employer with respect to employ-
ment performed after 1938. In such
case the first $3,000 paid during the cal-
endar year by each employer constitutes
wages and is subject to the tax.

Example 3. During 1947 employer L pays
to employee K a salary of $600 a month for
employment performed for L during the first
seven months of 1947, or total remuneration
of $4,200. At the end of the fifth month K
has been paid $3,000 by employer L, and only
that part of his total remuneration from L
constitutes wages subject to the tax. The
$600 paid to employee K by employer L in the
sixth month, and the like amount paid in
the seventh month, are not included as wages
and are not subject to the tax. At the end of
the seventh month K leaves the employ of L
and enters the employ of M. Employer M
pays to K remuneration of $600 a month in
each of the remaining five months of 1947, or
total remuneration of $3,000. The entire
$3,000 paid by M to employee K constitutes
wages and is subject to the tax. Thus, the
first $3,000 paid by employer L and the entire
$3,000 paid by employer M constitute wages.

Example 4. During the calendar year 1947
N is simultaneously an officer (an employee)
of the 0 Corporation, the P Corporation, and
the Q Corporation, each such corporation be-
ing an employer for such year. During such
year N is paid a salary of $3,000 by each cor-
poration. Each $3,000 paid to N by each of
the corporations 0, P, and Q (whether or not
such corporations are related) constitutes
wages and is subject to the tax.

(b) Employers' plans providing for
payments on account of retirement, sick-
ness or accident disability, medical and
hospitalization expenses, or death. (1)
Under section 1607 (b) (2) of the act, the
term "wages" does not include the
amount of any payment made to, or on
behalf of, an employee under a plan or
system established by an employer which
makes provision for his employees gen-
erally or for a class or classes of his
employees (including any amount paid by
an employer for insurance or annuities,
or into a fund, to provide for any such
payment), on account of:

(I) Retirement,
(Ii) Sickness or accident disability,
(iii) Medical and hospitalization ex-

penses in connection with sickness or
accident disability, or

(iv) Death, provided the employee (i)
has not the option to receive, instead of
provision for such death benefit, any part
of such payment or, if such death benefit

is insured, any part of the premiums (or
contributions to premiums) paid by his
employer, and (ii) has not the right,
under the provisions of the plan or sys-
tem or policy of insurance providing for
such death benefit, to assign such benefit,
or to receive a cash consideration in lieu
of such benefit either upon his with-
drawal from the plan or system provid-
ing for such benefit or upon termination
of such plan or system or policy of insur-
ance or of his employment with such
employer.

(2) The plan or system established by
an employer need not provide for pay-
ments on account of all of the specified
items, but such plan or system may pro-
vide for any one or more of such items.

(3) It is immaterial for purposes of
this exclusion whether the amount or
possibility of such benefit payments is
taken into consideration in fixing the
amount of an employee's remuneration
or whether such payments are required,
expressly or impliedly, by the contract of
service.

(c) Payment by an employer of em-
ployees' tax or employees' contributions
under a State law. The term "wages"
does not include the amount of any pay-
ment by an employer (without deduction
from the remuneration of, or other re-
imbursement from, the employee) of
either (1) the employees' tax imposed by
section 1400 of the Federal Insurance
Contributions Act, or (2) any payment
required from an employee under a State
unemployment compensation law.

(d) Dismissal payments. Any pay-
ments made by an employer to an em-
ployee on account of dismissal, that is,
involuntary separation from the service
of the employer, are excluded from
"wages," provided the employer is not
legally bound by contract, statute, or
otherwise, to make such payments.

(e) Miscellaneous. In addition to the
exclusions specified In paragraphs (a),
(b), (c), and (d) of this section, the fol-
lowing types of payments are excluded
from wages:

(1) Remuneration for services which
do not constitute employment under
section 1607 (c) of the act.

(2) Remuneration for services which
are deemed not to be employment
under section 1607 (d) of the act.

(3) Tips or gratuities paid directly to
an employee by a customer of an em-
ployer, and not accounted for by the
employee to the employer.
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SUBPART C-MEASURE AND COMPUTATION
OF TAX

§ 403.301 Persons liable for tax. Ev-
ery person who is an employer as defined
in section 1607 (a) of the act (see
§ 403.205) is liable for the tax. Even if
an employer is not subject to any State
unemployment compensation law, he is
nevertheless liable for the tax. How-
ever, if he is subject to such a State law,
he may be entitled to certain credits
against the tax (see Subpart D of this
part). (For provisions relating to pay-
ment of the tax, see § 403.508.)

§ 403.302 Measure of tax. The tax
for any calendar year is measured by
the amount of wages paid by the em-
ployer during such year with respect to
employment after December 31, 1938.
(See §§ 403.202 and 403.203, relating to
employment, and § 403.227 and 403.228,
relating to wages.)

§ 403.303 Rate and computation of
tax. The rate of tax is 3 percent. The
tax is computed by applying the 3 per-
cent rate to the wages paid during the
calendar year with respect to employ-
ment after December 31, 1938.

§ 403.304 When wages are paid.
Wages are paid for purposes of the tax
when actually or constructively paid.
Wages are constructively paid when they
are credited to the account of or set apart
for an employee so that they may be
drawn upon by him at any time although
not then actually reduced to possession.
To constitute payment in such a case the
wages must be credited or set apart to
the employee without any substantial
limitation or restriction as to the time or
manner of payment or condition upon
which payment is to be made, and must
be made available to him so that they
may be drawn at any time, and their pay-
ment brought within his own control
and disposition. (See § 403.502, relating
to the return on which wages are to be
reported.)

SUBPART D-CREDITS AGAINST TAX

§ 403.401 Credit against tax for con-
tributions paid-(a) In general. Sub-
ject to the provisions of paragraphs (b),
(c), (d), and (e) of this section, the tax-
payer may credit against the tax for any
taxable year the total amount of contri-
butions paid by him into an unemploy-
ment fund maintained during such year
under a State law which has been found
by the Social Security Board to contain

Page 218

the provisions specified in section 1603
(a) of the act, provided that no credit
may be taken for contributions under a
State law if such State has not been duly
certified for the calendar year to the Sec-
retary by the Social Security Board. The
contributions may be credited against
the tax whether or not they are paid with
respect to employment as defined in sec-
tion 1607 (c) of the act.

(b) Limitation on total credit allow-
able. The total credit allowable to any
taxpayer for contributions paid to State
unemployment funds shall not exceed 90
percent of the tax against which such
credit is applied.

Example. The Federal return of the 0
Company for the calendar year 1940 discloses
a total tax of $10,000. The company is en-
titled to a credit against the tax by reason of
contributions paid to State unemployment
funds. The total amount of such credit,
however, may in no event exceed $9,000 (90
percent of the Federal tax of $10,000), even
though the 0 Company pays contributions in
excess of $9,000.

(See § 403.402 (d), relating to the ag-
gregate limitation in case an additional
credit is taken under section 1601 (b) of
the act.)

(c) Limitation on amount of credit al-
lowable based on time when contribu-
tions are paid-(1) In general. Contri-
butions paid into a State unemployment
fund at any time may be credited against
the tax, but the amount of the credit is
dependent upon the time when the con-
tributions are paid. The amount of the
credit shall be determined in accordance
with subparagraph (2), (3), (4), or (5),
of this paragraph, whichever is appli-
cable, subject, however, to the limita-
tion on the total credit set forth in para-
graph (b) of this section. Although
contributions paid at any time may be
credited against the tax, no refund or
credit of the tax based on credit for con-
tributions paid will be allowed unless
the contributions are paid prior to the
expiration of four years after the pay-
ment of the tax. For provisions re-
lating to the statutory period of limita-
tions applicable to refund or credit of
the tax, see § 403.602 (c).

(2) Amount of credit allowable when
contributions are paid on or before last
day for filing return. Contributions paid
into a State uncmployment fund on or
before the last day upon which the re-
turn for the taxable year is required to
be filed may be credited against the tax
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in an amount equal to such contribu-
tions, but not, however, to exceed 90 per-
cent of such tax. (The last day for filing
the return is January 31 next following
the close of the taxable year unless the
time for filing the return is extended.
See §§ 403.506 and 403.507.)

(3) Amount of credit allowable when
contributions are paid alter last day for
filing return. Contributions paid into a
State unemployment fund after the last
day upon which the return for the tax-
able year is required to be filed may be
credited against the tax in an amount
not to exceed 90 percent of the amount
which would have been allowable as
credit on account of such contributions
had they been paid into a State unem-
ployment fund on or before such last
day. See, however, subparagraph (5),
of this paragraph, for special provisions
relating to credit, against the tax for the
taxable year 1940, 1941, or 1942 only, for
contributions paid where taxpayers' as-
sets were in the custody or control of
certain fiduciaries. See also subpara-
graph (4), of this paragraph relating
to the payment of contributions to the
wrong State. For provisions relating to
refund, credit, or abatement of the
tax based on credit with respect to con-
tributions, see § 403.602.

Example (1). The Federal return of the
M Company for the calendar year 1940 dis-
closes a total tax of $12,000. The company
is liable for total State contributions of
$8,000 for such year. The due date of the
company's Federal return is January 31, 1941,
no extension of time for filing the return
having been granted. The contributions are
not paid until February 1, 1941. If the con-
tributions had been paid on or before Janu-
ary 31, 1941, the entire amount could have
been credited against the tax (such amount
not exceeding 90 percent of the Federal tax
of $12,000). Since the contributions were
paid after January 31, 1941, the M Company
is entitled to a credit of 90 percent of the
amount of the contributions ($8,000), or
$7,200, the net liability for Federal tax being
$4,800 ($12,000 minus $7,200).

Example (2). The facts are the same as
in example (1), except that the M Company
is liable for and pays total State contribu-
tions of $12,000, instead of $8,000. If the
contributions had been paid on or before
January 31, 1941, the amount allowable as
credit would have been $10,800 (90 percent of
the Federal tax of $12,000). Since the con-
tributions were paid after January 31, 1941,
the M Company is entitled to a credit of 90
percent of $10,800, or $9,720, the net liability
for Federal tax being $2,280 ($12,000 minus
$9,720).
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Example (3). The Federal return of the
R Company for the calendar year 1940 dis-
closes a total tax of $10,000. The company
is liable for total State contributions of
$9,000 for such year. The due date of the
company's Federal return Is January 31, 1941,
no extension of time for filing the return
having been granted. The R Company pays
$8,000 of the total State contributions on or
before such date, and the remaining $1,000
on February 1, 1941. If the $1,000 had been
paid on or before January 31, 1941, that
amount could have been credited against the
tax (such amount plus the $8,000 paid on
or before January 31, 1941, not exceeding
90 percent of the Federal tax of $10,000).
Since the $1,000 was paid after January 31,
1941, the R Company is entitled to a credit
of 90 percent of this amount or $900, plus
the credit of $8,000 allowable for the contri-
butions paid on or before January 31, 1941.
The net liability for Federal tax is thus $1,100
($10,000 minus $8.900).

(4) Amount of credit allowable when
contributions are paid to wrong State.
Contributions for the taxable year paid
into a State unemployment fund which
are required under the unemployment
compensation law of that State, but
which are paid with respect to remu-
neration on the basis of which the tax-
payer had, prior to such payment, er-
roneously paid an amount as contribu-
tions under another unemployment com-
pensation law, shall be deemed for pur-
poses of the credit to have been paid at
the time of the erroneous payment. If,
by reason of such other law, the tax-
payer was entitled to cease paying con-
tributions for such taxable year with
respect to services subject to such other
law, the payment into the proper fund
shall be deemed for purposes of credit
to have been made on the date the re-
turn for such year was actually filed
under section 1604 of the act.

Example. Employer N, whose Federal re-
turn for the calendar year 1940 discloses a
total tax of $1,000, employs individuals in
State X and State Y during the calendar
year 1940. N assumes in good faith that the
services of his employees are covered by the
unemployment compensation law of State
Y, and pays as contributions to State Y the
amount of $900 based upon the remunera-
tion of the employees. All of the services
were in fact covered by the unemployment
compensation law of State X, and none by
the law of State Y. The payment to State
Y was made on January 31, 1941. When the
error was discovered thereafter, N paid to
State X contributions In the amount of
$900 based upon such remuneration. Since
the contributions were paid to State Y on
January 31, 1941, the contributions to State
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X are, for purposes of the credit, deemed
to have been paid on such date. N is en-
titled to a credit of $900 against the Federal
tax of $1,000, the net liability for Federal
tax being $100 ($1,000 minus $900).

(5) Amount of credit allowable,
against tax for taxable year 1940, 1941,
or 1942 only, when taxpayers' assets are
in custody or control of certain fiduci-
aries. This subparagraph applies only
to credit against the tax for the taxable
year 1940, 1941, or 1942 in those cases
where the assets of the taxpayer were, at
any time during the period from the last
day upon which the taxpayer was re-
quired to file a return of the tax against
which credit is claimed to June 30 next
following such last day, both dates in-
clusive, or, in the case of credit against
the tax for the taxable year 1940, the pe-
riod September 21, 1941, to November 18,
1941, both dates inclusive, in the custody
or control of a receiver, trustee, or other
fiduciary appointed by, or under the con-
trol of, a court of competent Jurisdiction.
In such cases contributions paid into a
State unemployment fund at any time
may, notwithstanding the provisions of
subparagraph (3) of this paragraph, be
credited, against the tax for the taxable
year 1940, 1941, or 1942, in the same
amount that would have been allowable
as credit had the contributions been paid
on or before the last day upon which the
return for the taxable year was required
to be filed.

(d) Limitation on the taxable year
with respect to which contributions are
allowable. In order to be allowable as
credit against the tax for any taxable
year, the contributions must have been
paid with respect to such year. (See,
however, paragraph (e) of this section.)

Example 1. Under the unemployment
compensation law of State X, employer M
is required to report in his contribution re-
turn for the quarter ended December 31,
1940, all remuneration payable for services
rendered in such quarter. A portion of such
remuneration is not paid to his employees
until February 1, 1941. On January 20, 1941,
M pays to the State the total amount of con-
tributions due with respect to all remunera-
tion so required to be reported. Such con-
tributions, including those with respect to
the remuneration paid on February 1, 1941,
may be included in computing the credit
against the tax for the calendar year 1940.
ThIs is true even though the remuneration
paid on February 1, 1941 (if it. constitutes
"wages") is required to be reported in the
Federal return for 1941 and not in the Fed-
eral return for 1940.

Example 2. Under the unemployment
compensation law of State Y, employer N is
required to include in his contribution re-
turn for the quarter ended December 31,
1940, certain remuneration paid on Decem-
ber 30, 1940, to an employee for services to
be rendered after December 31. On Janu-
ary 20, 1941, N pays to the State the total
amount of contributions due with respect
to all remuneration required to be reported
on the contribution return. Such contri-
butions, including those with respect to the
remuneration paid on December 30, 1940, may
be included in computing the credit against
the tax for the calendar year 1940.

(e) Special credit under section 902
(e) of the Social Security Act Amend-
ments of 1939 against tax for the taxable
years 1940, 1941, and 1942. Notwith-
standing the limitation set forth in para-
graph (d) of this section (but subect
to the limitations of paragraphs (a), (b),
and (c) of this section), credit is allow-
able against the tax for the taxable year
in which remuneration Is paid for serv-
ices performed during a prior year for
such contributions paid into a State un-
employment fund with respect to such re-
muneration as have not been credited
against the tax for any prior taxable
year, provided that:

(1) The contributions are paid with
respect to remuneration for services per-
formed after December 31, 1938; and

(2) The contributions shall be allow-
able as credit only against the tax for
the taxable year 1940, 1941, or 1942.

Example. Employer M employs individuals
in State Y during the calendar years 1939
and 1940. M's employees are paid $300,000
during 1939 for services rendered during
such year. All of such amount is subject
to the tax for such year. Under the unem-
ployment compensation law of State Y, con-
tributions are imposed at the rate of 2.7
percent of the remuneration payable for
services performed in such year. In addition
to the $300,000 paid in the calendar year
1939 for services rendered in such year, M
is required under such law to report in his
contribution returns for the year 1939, re-
muneration in the amount of $12,500 pay-
able for services rendered in 1939 but not
paid until 1940. On or before January 31,
1940, M pays contributions to the State for
the calendar year 1939 in the amount of
$8,437.50 (2.7 percent of $312,500). Since
the credit for contributions paid to the State
may not exceed 90 percent of the tax against
which It is applied, the M Company may
credit against the total tax of $9,000 (3 per-
cent of $300,000), contributions in the
amount of $8,100 (90 percent of $9,000).
Thus, the contributions in the amount of
$337.50 ($8,437.50 minus $8,100) based upon
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remuneration payable during 1939 but not
paid until the calendar year 1940, for serv-
ices performed during 1939, are not credit-
able against the tax for the year 1939.

During the calendar year 1940, M's em-
ployees are paid $300,000 for services ren-
dered in the years 1939 and 1940. All of
such amount is subject to the tax for the
calendar year 1940. Effective January 1,
1940, the unemployment compensation law
of State Y is amended to provide for con-
tributions at the rate of 2.7 percent based on
the remuneration paid (as distinguished from
payable) for services performed after De-
cember 31, 1939. Under such law M is re-
quired to report on his contribution re-
turns for the year 1940, remuneration In the
amount of $287,500 paid to employees for
services rendered after December 31, 1939
($300,000 minus $12,500 paid In 1940 for
services rendered in 1939). On or before
January 31, 1941, M pays to the State con-
tributions in the amount of $7,762.50 (2.7
percent of $287,500). Against the total tax
of $9,000 for the calendar year 1940 (3 per-
cent of $300,000), the M Company may
credit the contributions in the amount of
$7,762.50 paid with respect to the year 1940;
and, under section 902 (e) of the Social Se-
curity Act Amendments of 1939, may also
credit the contributions in the amount of
$337.50 reported in the contribution returns
for the year 1939 (such amount having been
paid with respect to remuneration paid dur-
Ing the calendar year 1940 for services per-
formed during the year 1939 and not cred-
ited against the tax for the year 1939).

(f) Refund of State contributions.
If, subsequent to the filing of the return,
a refund is made by a State to the tax-
payer of any part of his contribution
credited against the tax, the taxpayer
Is required to advise the Commissioner
under oath of the date and amount of
such refund and the reason therefor, and
to pay the tax, If any, due as a result
of such refund, together with interest
from the date when the tax was due.

[Regs. 107, 5 F. R. 3705, as amended by T. D.
5383, 9 F. R. 78031

§ 403.402 Additional credit against
tax-(a) In general. In addition to the
credit against the tax allowable for con-
tributions actually paid to State unem-
ployment funds (see § 403.401), the tax-
payer may be entitled to a further credit
under section 1601 (b) of the act. This
further or additional credit is allowable
to the taxpayer with respect to the
amount of contributions which he is re-
lieved from paying to an unemployment
fund under the provisions of a State law
which have been certified for the taxable
year as provided in section 1602 of the
act. Generally, an additional credit is

available to an employer, if under the
provisions of a State law which have
been so certified he is permitted to pay
contributions to such State for the tax-
able year, or portion thereof, at a rate
which is both lower than the highest
rate applied under such law in such year
and lower than 2.7 percent. No addi-
tional credit is allowable except with
respect to a State law certified by the
Social Security Board for the taxable
year as provided in section 1602 of the
act (or with respect to any provisions
thereof so certified).

(b) Method of computing amount of
additional credit allowable with respect
to a State law--(1) Certification of a
State law as a whole. In ascertaining
the additional credit for any taxable year
with respect to a particular State law
which the Social Security Board certi-
fies as a whole to the Secretary in ac-
cordance with the provisions of section
1602 of the act, the taxpayer must first
compute the following amounts:

(i) The amount of contributions
(whether or not with respect to employ-
ment as defined in section 1607 (c) of
the act) which the taxpayer would have
been required to pay under the State
law for such year if throughout the year
he had been subject to the highest rate
applied under such law in such year, or
to a rate of 2.7 percent, whichever rate
is lower.

(ii) The amount of contributions
(whether or not with respect to employ-
ment as defined in section 1607 (c) of
the act) he was required to pay under
the State law with respect to such year,
whether or not paid.
The amount computed under subdivi-
sion (11) of this subparagraph should
then be subtracted from the amount
computed under subdivision (i) of this
subparagraph and the result will be the
additional credit for the taxable year
with respect to the law of that State.

Example. A employs individuals only in
State X during the calendar year 1940. The
unemployment compensation law of State
X has been certified In its entirety to the
Secretary by the Social Security Board for
such year. The highest rate applied in such
year under such State law to any taxpayer
was 3 percent. However, A had obtained a
rate of 1 percent under the law of such State
and was required to pay his entire year's
contributions at that rate. The amount of
remuneration of A's employees subject to
contributions under such Stiate law was $25,-
000. The amount of wages paid by A during
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that year with respect to employment under tion 602 (b) of the Revenue Act of 1943.
the Federal law likewise was $25,000, the Fed- Credit against the tax for any calendar
eral tax at the 3 percent rate being $750. A's year for contributions paid into State un-
additional credit under section 1601 (b) of
the act is $425, computed as follows: employment funds shall not be allowed

unless there is submitted to the Corn-
Remuneration subject to contribu- missioner:

tions ------------------------- $25, 000
Contributions at 2.7 percent rate -. 675 (1) A certificate of the proper officer of
Less: each State (the laws of which required

Contributions required to be paid . the contributions to be paid) showing, for
at 1 percent rate -------------- 250 the taxpayer:

(i) The total amount of contributions
required under the State law with respect

Since the 2.7 percent rate is less than the to such calendar year (exclusive of pen-
highest rate applied (3 percent), the 2.7 alties and interest) actually paid on or
percent rate is used in computing the amount before the date the Federal return is re-
($675) from which the amount of contribu-
tions required to be paid at the 1 percent quired to be filed; and
rate ($250) is deducted in order to ascertain (ii) The amounts and dates of such
the additional credit ($425). Thus, A is en- required payments (exclusive of penalties
titled to an additional credit under section and interest) actually paid after the date
1601 (b) of the act of $426. the Federal return is required to be filed.

(2) Certification with respect to par- (2) An affidavit by the taxpayer that
ticular provisions of a State law. If the no part of any payment made by him
Social Security Board makes a certifica- into a State unemployment fund for such
tion to the Secretary with respect to par- calendar year, which is claimed as a
ticular provisions of a State law for any credit against the tax, was deducted or
taxable year pursuant to section 1602 of is to be deducted from the remuneration
the act, the additional credit of the tax- of individuals in his employ. With re-
payer for such year with respect to such spect to a credit against the tax for any
law shall be computed in such manner taxable year beginning after December
as the Commissioner shall determine. 31, 1943, a statement by the taxpayer

(c) Amount of additional credit allow- setting forth the information called for
able to taxpayer with respect to more in this subparagraph, which statement
than one State law. If the taxpayer is shall contain or be verified by a written
entitled to additional credit with respect declaration that it is made under the
to more than one State law in any tax- penalties of perjury, shall be submitted
able year, the additional credit allow- in lieu of the affidavit otherwise required.
able with respect to each State law shall (3) Such other or additional proof as
be computed separately (in accordance the Commissioner may deem necessary
with paragraph (b) of this section) and to establish the right to the credit pro-
the total additional credit allowable vided for under section 1601 (a) of the
against the tax for such year shall be act or section 602 (b) of the Revenue
the aggregate of the additional credits Act of 1943.
allowable with respect to such State (b) Special credit under section 902
laws. (e) of the Social Security Act Amend-

(d) Ninety-percent limitation on ments of 1939. Special credit under sec-
credits. The aggregate of the additional tion 902 (e) of the Social Security Act
credit under section 1601 (b)'of the act, Amendments of 1939 against the tax for
the credit under section 1601 (a) of the the calendar year 1940, 19.41, or 1942 shall
act, the credit under section 701 (b) of not be allowed unless there is submitted
the Revenue Act of 1941, the credit under to the Commissioner:
section 602 (b) of the Revenue Act of (1) A statement by the taxpayer set-
1943, and the special credit under section ting forth:
902 (e) of the Social Security Act Amend- i) The calendar year in which the re-
ments of 1939 shall not exceed 90 per- muneration was paid upon which the
cent of the tax against which credit is contributions claimed as special credit
taken. were based;
[Regs. 107, 5 F. R. 3705, as amended by T. D. (ii) The total amount of such remu-
5383, 9 F. R. 7304] neration;

§ 403.403 Proof of credit-(a) Credit (iii) The calendar year (or each cal-
under section 1601 (a) of the act or see- endar year, if more than one) in whicb
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the services were performed for which
such remuneration was paid;

(iv) The amount and date of payment
of contributions based upon such re-
muneration; and

(v) The amount of such contributions
which was not credited against the tax
for any prior calendar year.

(2) Such other or additional proof as
the Commissioner may deem necessary
to establish the right to the special credit
provided for under section 902 (e) of the
Social Security Act Amendments of 1939.

(c) Additional credit under section
1601 (b) of the act. Additional credit
under section 1601 (b) of the act shall
not be allowed against the tax for any
calendar year unless there is submitted
to the Commissioner:

(1) A certificate of the proper officer
of each State (with respect to the law of
which the additional credit Is claimed)
showing for the taxpayer:

(I) The total remuneration with re-
spect to which contributions were re-
quired to be paid by the taxpayers under
the State law with respect to such cal-
endar year;

(ii) The rate of contributions applied
to the taxpayer under the State law with
respect to such calendar year;

(Iii) The total amount of contributions
the taxpayer was required to pay under
the State law with respect to such calen-
dar year, whether or not paid; and

(iv) The highest rate of contributions
applied under the State law in such cal-
endar year to any person having indi-
viduals in his employ.

If under the law of such State different
rates of contributions were applied to the
taxpayer during particular periods of
such calendar year, the certificate shall
set forth the information called for in
subdivisions (I), (i), and (iii) of this sub-
paragraph with respect to each such pe-
riod, as well as the total amount of con-
tributions the taxpayer was required to
pay under such law, whether or not paid,
and the information called for In sub-
division (iv) of this subparagraph.

(2) Such other or additional proof as

the Commissioner may deem necessary
to establish the right to the additional
credit provided for under section 1601
(b) of the act.
[Regs. 107, 5 F. R. 3705, as amended by T. D.
5302, 8 F. R. 14000, T. D. 5383, 9 F. R. 7304]

SUBPART E-RETURNS, PAYMENT OF TAX,
AND RECORDS

§ 403.501 Returns. Every employer
(see § 403.205) shall make a return on
Form 940 for each calendar year in ac-
cordance with the instructions and regu-
lations applicable thereto. Copies of the
prescribed form may be obtained from
collectors.

§ 403.502 When to r e po r t wages.
Wages shall be reported in the tax return
for the calendar year in which they were
actually paid unless they were construc-
tively paid in a prior calendar year, in
which case such wages shall be reported
only in the return for such prior year.

§ 403.503 Termination of business-
(a) Final returns. The last return on
Form 940 filed by a person who has
ceased to be an employer by reason of
the discontinuance, sale, or other trans-
fer of his business shall be marked "Final
return" by such person or the person
filing the return.

(b) Statements. Each person who has
ceased to be an employer by reason
of the discontinuance, sale, or other
transfer of his business shall promptly
submit to the collector for the district in
which such person filed his last return
a statement, in writing, giving the ad-
dress at which the records required by
§ 403.511 will be kept, the name of the
person keeping such records, and, if the
business has been sold or otherwise trans-
ferred to another person, the name and
address of such person and the date on
which such sale or other transfer took
effect. If no such sale or transfer oc-
curred or the employer does not know
the name of the person to whom the
business was sold or transferred, that
fact should be included in the statement.

§ 403.504 Execution of returns. (a)
Except as provided in this section, each
return shall be signed and verified under
oath or affirmation by (1) the individual,
if the employer is an individual; (2) the
president, vice president, or other prin-
cipal officer, if the employer is a corpo-
ration; (3) a responsible and duly
authorized member or officer having
knowledge of its affairs, if the employer
is a partnership or other unincorporated
organization; or (4) the fiduciary, if the
employer is a trust or estate. The em-
ployer's return may be executed by an
agent in the name of the employer if an
acceptable power of attorney Is filed with
the collector and if such return includes
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the wages paid to all employees of the
employer for the period covered by the
return.

(b) The oath or affirmation may be
administered by any person duly author-
ized to administer oaths for general pur-
poses by the law of the United States, or
of any State, Territory, or possession of
the United States, or of the District of
Columbia, wherein such oath or affirma-
tion is administered, or by any consular
officer of the United States. Returns
executed abroad may be attested free of
charge before a United States consular
officer. If a foreign notary or other offi-
cial having no seal acts as attesting offi-
cer, the authority of such attesting officer
should be certified to by some judicial
officer or other proper officer having
knowledge of the appointment and offi-
cial character of the attesting officer.
This section is not an exclusive enumera-
tion of the persons who may administer
oaths or affirmation.

(c) If the tax shown to be payable by
any return on Form 940 is $10 or less, the
return may be signed or acknowledged
before two witnesses instead of under
oath.

d) Each return for a period beginning
after December 31, 1943, shall contain
or be verified by a written declaration
that it is made under the penalties of
perjury, and such declaration shall be In
lieu of the oath or affirmation, or the
signing or acknowledgment before two
witnesses, otherwise required.
[Regs. 107, 5 F. R. 3705, as amended by T. D.
5302, 8 F. R. 140001

§ 403.505 Use of prescribed forms.
(a) Copies of the prescribed return form
will so far as possible be furnished em-
ployers by collectors without application
therefor. An employer will not be ex-
cused from making a return, however,
by the fact that no return form has been
furnished to him. Employers not sup-
plied with the proper form should make
application therefor to the collector in
ample time to have their returns pre-
pared, verified, and filed with the collec-
tor on or before the due date. (See
§ 403.506, relating to the place and time
for filing returns; see also § 403.503, re-
lating to final returns.) If the pre-
scribed form is not available, a statement
made by the employer disclosing the
amount of wages paid during the calen-
dar year for which a return is required
and the amount of tax due may be ac-
cepted as a tentative return. If filed

within the prescribed time the statement
so made will relieve the employer from
liability for the addition to tax imposed
for the delinquent filing of the return by
section 3612 (d) (1) of the Internal Rev-
enue Code (see § 403.605 (a)) provided
that, without unnecessary delay, such
tentative return is supplemented by a
return made on the proper form.

(b) Each return, together with a copy
thereof and any supporting data, shall be
filled in and disposed of in accordance
with the instructions and regulations
applicable thereto. (See § 403.506, re-
lating to the place and time for filing
returns, and § 403.511 (c) and (e), re-
lating to copies of returns, schedules, and
statements, and to the place and period
for keeping records.) The return shall
be carefully prepared so as fully and
accurately to set forth the data therein
called for. Returns which have not been
so prepared will not be accepted as meet-
ing the requirements of the act. Con-
solidated returns of two or more em-
ployers are not permitted, as for example,
returns of a parent and a subsidiary cor-
poration or of a business operated by two
different employers during the year.

§ 403.506 Place and time for filing
returns. Each return shall be filed with
the collector for the district in which Is
located the principal place of business
of the employer, or if the employer has
no principal place of business In the
United States, with the collector at Bal-
timore, Md. Except as provided in
§ 403.507, each return shall be filed on
or before January 31 next following the
calendar year for which it is made. If
the last day for filing any return falls
on Sunday or a legal holiday, the return
may be filed on the next following busi-
ness day. If placed in the mails, the
return shall be posted in ample time to
reach the collector's office, under ordi-
nary handling of the mails, on or before
the due date. As to additions to the tax
for failure to file a return within the
prescribed time, see § 403.605 (a). See
also section 2707 of the Internal Revenue
Code relating to penalties.

§ 403.507 Extension of time for filing
returns. It is important that every em-
ployer render on or before January 31,
next following the close of the calendar
year, a return for such year as nearly
complete as It is possible for him to pre-
pare. However, the Commissioner Is au-
thorized to grant an extension of time
for not more than 90 days for filing
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returns, under such rules and regulations
as he may prescribe with the approval
of the Secretary. Accordingly, authority
for granting extensions of time for filing
returns is hereby delegated to the several
collectors of internal revenue. Applica-
tion for extension of time for filing a
return shall be addressed to the collector
for the district In which the employer
Is required to file his return, and shall
contain a full recital of the causes for
the delay. The application shall be made
in writing, and shall be filed with the
collector on or before January 31 next
following the close of the calendar year,
or the date prescribed for filing the re-
turn in any prior extension granted.
An extension of time for filing a return
does not operate to extend the time for
the payment of the tax or any part
thereof. (For extensions of time for
payment of tax, see § 403.509.)

§ 403.508 Payment o/tax. The tax is
due and payable to the collector for the
district in which the employer is required
to file his return, without assessment by
the Commissioner or notice by the col-
lector, on the date fixed by law for filing
the return, that is, on the thirty-first day
of January next following the close of the
calendar year for which the tax is due.
The tax may, at the option of the tax-
payer, be paid in four equal installments
instead of in a single payment, in which
case the first installment is to be paid on
or before January 31, the second install-
ment on or before April 30, the third
installment on or before July 31, and the
fourth Installment on or before October
31. If the taxpayer elects to pay the tax
in four installments, each installment
must be equal in amount; but any in-
stallment may be paid, at the election
of the taxpayer, prior to the date pre-
scribed for its payment. If the tax or
any installment thereof is not paid in
full on or before the date fixed for its
payment either by the act or by the
Commissioner in accordance with the
terms of an extension of time granted for
the payment of the tax or installment,
the whole amount of the tax unpaid shall
be paid upon notice and demand from
the collector. For provisions relating to
interest, additions to tax, and penalties,
see §§ 403.603, 403.604, and 403.605 and
section 2707 of the Internal Revenue
Code.

§ 403.509 Extension of time for pay-
ment of the tax or installment thereof.
<a) If it Is shown to the satisfaction of

the Commissioner that the payment of
the tax or any part or installment thereof
upon the date or dates prescribed for the
payment thereof will result In undue
hardship to the taxpayer, the Commis-
sioner, at the request of the taxpayer,
may grant an extension of time for the
payment for a period not to exceed 6
months from the date prescribed for the
payment of such amount, part, or in-
stallment. The extension will not be
granted upon a general statement of
hardship. The term "undue hardship"
means more than an inconvenience to
the taxpayer. It must appear that sub-
stantial financial loss, for example, due
to the sale of property at a sacrifice price,
will result to the taxpayer from making
payment of the amount on the due date.
If a market exists, the sale of property
at the current market price is not ordi-
narily considered as resulting in an undue
hardship.

(b) An application for an extension of
time for the payment of such tax, part,
or installment, should be made under
oath on the prescribed form, and must
be accompanied or supported by evidence
showing the undue hardship that would
result to the taxpayer if the extension
were refused. A sworn statement of as-
sets and liabilities of the taxpayer is re-
quired and should accompany the appli-
cation. An itemized statement showing
all receipts and disbursements for each
of the 3 months preceding the due date
of the tax or installment shall also be
submitted. The application with the evi-
dence must be filed with the collector,
who will at once transmit It to the Com-
missioner with his recommendations as
to the extension. When It is received by
the Commissioner it will be examined
immediately and, if possible, within 30
days will be rejected, approved, or ten-
tatively approved, subject to certain
conditions of which the taxpayer will
be immediately notified. The Commis-
sioner will not consider an application
for an extension of time for the payment
of the tax or installment unless such
application is made in writing, and is
made to the collector on or before the
due date of the tax or installment there-
of for which the extension is desired, or
on or before the date or dates prescribed
for payment in any prior extension
granted.

(c) As a condition to the granting of
such an extension, the Commissioner will
usually require the taxpayer to furnish a
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bond on the prescribed form in an
amount not exceeding double the amount
of the tax or installment or to furnish
other security satisfactory to the Com-
missioner for the payment of the tax or
installment thereof, on the date pre-
scribed for payment in the extension, so
that the risk of loss to the Government
will not be greater at the end of the .ex-
tension period than it was at the begin-
ning of the period. If a bond is required
it shall be conditioned upon the payment
of the tax or installment, the interest,
and additional amounts assessed in con-
nection therewith in accordance with the
terms of the extension granted, and shall
be executed by a surety company holding
a certificate of authority from the Secre-
tary of the Treasury as an acceptable
surety on Federal bonds, and shall be
subject to the approval of the Commis-
sioner. In lieu of such a bond, the tax-
payer may file a bond secured by deposit
of bonds or notes of the United States,
or bonds or notes fully guaranteed by the
United States, equal in their total par
value to an amount not exceeding double
the amount of the tax or installment
thereof, together with an agreement
authorizing, in case of default, the col-
lection or sale of such bdnds or notes so
deposited. A request by the taxpayer for
an extension of time for the payment of
one installment does not operate to pro-
cure an extension of time for payment of
subsequent installments. If an exten-
sion of time for payment of the tax or
any installment is granted, the amount,
time for payment of which is so ex-
tended, shall be paid on or before the
expiration of the period of the extension,
together with interest at the prescribed
rate on such amount from the date when
the payment should have been made if
no extension had been granted until the
expiration of the period of the extension.
(See section 1605 (d) of the act.)

CRoss REFERENCE: For regulations govern-
ing acceptance of United States bonds or
notes in lieu of surety, see 31 CFR Part 225.

§ 403.510 Fractional part of a cent.
In the payment of the tax or any install-
ment thereof to the collector, a fractional
part of a cent shall be disregarded unless
it amounts to one-half cent or more, in
which case it shall be increased to 1 cent.
Fractional parts of a cent shall not be
disregarded in the computation of the
tax or any installment thereof.

§ 403.511 Records-(a) Records of
employers. (1) Every employer subject

to the tax for any calendar year shall,
with respect to each such year, keep such
permanent records as are necessary to
establish:

(i) The total amount of remuneration
whether in cash or in a medium other
than cash (including amounts deducted
from such remuneration) paid to his
employees during the calendar year for
services performed after December 31,
1938;

(ii) The amount of such remuneration
which constitutes wages subject to the
tax (see §§ 403.227 and 403.228) ;

(iII) The amount of contributions paid
by him into each State unemployment
fund, with respect to services subject to
the law of such State, showing sepa-
rately (a) payments made and not de-
ducted (or to be deducted) from the
remuneration of his employees, and (b)
payments made and deducted (or to be
deducted) from the remuneration of his
employees; and

(iv) The information required to be
shown on the prescribed return and the
extent to which the employer is liable for
the tax.

(2) If the total remuneration paid
(subparagraph (1) (i) of this paragraph)
and the amount thereof which is subject
to the tax (subparagraph (1) (ii) of this
paragraph) are not equal, the reason
therefor shall be made a matter of record.

(3) No particular form is prescribed
for keeping the records required by this
paragraph. Each employer shall use
such forms and systems of accounting as
will enable the Commissioner to ascertain
whether the tax for which the employer
is liable is correctly computed and paid.

(b) Records of persons who are not
employers. Any person who employs in-
dividuals in employment (see § 403.203)
during any calendar year but who con-
siders that he is not an employer subject
to the tax (see § 403.205) shall, with re-
spect to each such year, be prepared to
establish by proper records (including,
where necessary, records of the number
of employees employed each day) that
he is not an employer subject to the tax.
No particular form is prescribed for
keeping the records required by this
paragraph.

(c) Copies of returns, schedules, and
statements. Every person who is re-
quired, by the regulations In this part or
by instructions applicable to any form
prescribed under the regulations in this
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part, to keep any copy of any return,
schedule, statement, or other document,
shall keep such copy as part of his
records.

(d) Records of claimants. Any per-
son claiming refund, credit, or abate-
ment of any tax, penalty, or interest shall
keep a complete and detailed record with
respect to such tax, penalty, or interest.

(e) Place and period for keeping rec-
ords. (1) All records required by the
regulations in this part shall be kept, by
the person required to keep them, at one
or more convenient and safe locations
accessible to internal revenue officers.
Such records shall at all times be open
for inspection by such officers. If the
employer has a principal place of busi-
ness in the United States, the records
required by paragraphs (c) and (d) of
this section shall be kept at such place
of business.

(2) Records required by paragraphs
(a) and (c) of this section shall be main-
tained for a period of at least 4 years
after the date the tax to which they
relate becomes due, or the date the tax is
paid, whichever is the later. Records
required by paragraph (b) of this section
shall be maintained for a period of at
least 4 years after the due date of the
tax for the calendar year to which they
relate. Records required by paragraph
(d) of this section (including any record
required by paragraph (a) or (c) of this
section which relates to a claim) shall
be maintained for a period of at least 4
years after the date the claim is filed.

SUBPART F-MISCELLANEOUS PROVISIONS

§ 403.601 Jeopardy assessments. (a)
Whenever, in the opinion of the collector,
the collection of the tax will be jeopard-
ized by delay, he should report the case
promptly to the Commissioner by tele-
gram or letter. The communication
should recite the full name and address
of the person involved, the tax-return
period or periods involved, the amount of
tax due for each period, the date any re-
turn was filed by or for the taxpayer for
such period, a reference to any prior
assessment made for such period against
the taxpayer, and a statement as to the
reason for the recommendation, which
will enable the Commissioner to assess
the tax, together with all penalties and
Interest due. Upon assessment such tax,
penalty, and interest shall become imme-
diately due and payable, whereupon the
collector will issue immediately a notice

and demand for payment of the tax,
penalty, and interest.

(b) The collection of the whole or any
part of the amount of the jeopardy as-
sessment may be stayed by filing with
the collector a bond in such amount, not
exceeding double the amount with re-
spect to which the stay is desired and
with such sureties as the collector deems
necessary. Such bond shall be condi-
tioned upon the payment of the amount,
collection of which is stayed, at the time
at which, but for the jeopardy assess-
ment, such amount would be due. In
lieu of surety or sureties the taxpayer
may deposit with the collector bonds or
notes of the United States, or bonds or
notes fully guaranteed by the United
States, having a par value not less than
the amount of the bond required to be
furnished, together with an agreement
authorizing the collector in case of de-
fault to collect or sell such bonds or notes
so deposited.

(c) Upon refusal to pay, or failure to
pay or give bond, the collector will pro-
ceed immediately to collect the tax,
penalty, and interest by distraint with-
out regard to the period prescribed in
section 3690 of the Internal Revenue
Code.

CROSS REFR.NCE: For regulations govern-
ing acceptance of United States bonds or
notes in lieu of surety, see 31 CFR Part 225.

§ 403.602 Refund or credit of over-
payments; abatement of overassess-
ments-(a) Who may make claims. If
more than the correct amount of tax,
penalty, or interest is paid to the col-
lector, the person who paid such tax,
penalty, or interest to the collector may
file a claim for refund of such overpay-
ment or may file a claim for credit of
such overpayment against the tax shown
to be due on any return on Form 940
which he files. If more than the correct
amount of tax, penalty, or interest is
assessed but not paid to the collector,
the person against whom the assessment
is made may file a claim for abatement
of such overassessment.

(b) Form of claims. Each claim for
refund, credit, or abatement under this
section shall be made on Form 843 in
accordance with the regulations in this
part and the instructions relating to
such form. Copies of Form 843 may be
obtained from any collector. A separate
claim on such form shall be made for
each taxable year. All grounds in de-
tail and all facts alleged in support of the
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claim must be clearly set forth under
oath. The claim shall be filed with the
collector for the district in which the tax
was assessed or paid.

(c) Limitations on claims. No refund
or credit will be allowed after the expi-
ration of four years after the payment to
the collector of the tax, penalty, or in-
terest, except upon one or more of the
grounds set forth in a claim filed prior to
the expiration of such four-year period.
A claim based on credit for contributions
paid into a State unemployment fund
shall not be considered as setting forth
a sufficient ground within the meaning
of this section unless the contributions,
with respect to which credit is claimed,
are paid prior to the filing of the claim.
The amount of the refund or credit shall
not exceed the portion of the tax, penalty,
or interest paid during the four years im-
mediately preceding the ffiing of the
claim for refund or credit, or if no claim
was filed, then during the four years
Immediately preceding the allowance of
the refund or credit.

(d) Claims improperly made. Any
claim which does not comply with the
requirements of this section will not be
considered for any purpose as a claim
for refund, credit, or abatement.

(e) Proof of representative capacity.
If a return is made by an individual who
thereafter dies and a refund claim is
made by a legal representative of the de-
ceased, certified copies of the letters
testamentary, letters of administration,
or other similar evidence must be an-
nexed to the claim, to show the authority
of the executor, administrator, or other
fiduciary by whom the claim is made.
If an executor, administrator, guardian,
trustee, receiver, or other fiduciary
makes a return and thereafter a refund
claim is made by the same fiduciary,
documentary evidence to establish the
legal authority of the fiduciary need not
accompany the claim, provided a state-
ment is made in the claim showing that
the return was made by the fiduciary
and that the latter is still acting. In
such cases, if a refund or interest is to
be paid, letters testamentary, letters of
administration, or other evidence may be
required, but should be submitted only
upon the receipt of a specific request
therefor. If a claim is made by a fiduci-
ary other than the one by whom the
return was made, the necessary docu-
mentary evidence should accompany the
claim. The affidavit may be made by

the agent of the person assessed, but in
such case a power of attorney must ac-
company the claim.

(f) Refunds or credits under section
1601 (d) of the act. The provisions of
this section of these regulations shall
apply in the case of claims for refund or
credit of the tax (including penalty and
interest collected with respect thereto,
if any) based upon credit allowable under
section 1601 of the act (see Subpart D
of this part). No interest shall be al-
lowed or paid by the Government on the
amount of such refund or credit.

(g) Refunds or credits, under section
602 (c) (1) of Revenue Act of 1943, of
tax for taxable year 1940, 1941 or 1942.
The provisions of this section shall apply
in the case of claims for refund or credit
of the tax (including penalty and inter-
est collected with respect thereto, if any)
for the taxable year 1940, 1941, or 1942,
based on credit, for contributions paid,
allowable under section 602 (b) of the
Revenue Act of 1943. No interest shall
be allowed or paid by the Government
on the amount of any such refund or
credit.

(h) Refund or credit if claim therefor
disallowed prior to February 25, 1944.
Section 602 c) (2) of the Revenue Act
of 1943 provides that, even though re-
fund or credit, with respect to the tax
(including penalty and interest collected
with respect thereto, if any), based on
credit for contributions, would be con-
sidered erroneous under section 3774 (b)
of the Internal Revenue Code (in case of
a claim for refund) or under section 3775
(b) of the Internal Revenue Code (in case
of a claim for credit) by reason of the
disallowance by the Commissioner of the
claim for such refund or credit and the
failure of the claimant to bring suit for
the recovery of the tax prior to the ex-
piration of the statutory period of limi-
tation for bringing suit therefor, the
Commissioner may nevertheless allow
such refund or credit if (1) the claim
therefor was filed prior to the expiration
of the statutory period of limitation for
filing the claim, (2) such claim was dis-
allowed prior to February 25, 1944, and
(3) such refund or credit is otherwise
allowable under section 1601 of the Fed-
eral Unemployment Tax Act or section
602 of the Revenue Act of 1943. The
allowance of any such refund or credit
shall be subject to the provisions of this
section of these regulations. No interest
shall be allowed or paid by the Govern-
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ment on the amount of any such refund
or credit.

(I) Refund, credit, or abatement if
liability compromised prior to February
25, 1944. Section 602 (c) (3) of the
Revenue Act of 1943 provides that, not-
withstanding the acceptance of an offer
in compromise prior to February 25, 1944,
with respect to the tax (or penalty or
interest in connection therewith), the
Commissioner may nevertheless allow
any refund, credit, or abatement with
respect to such tax (including penalty
and interest collected with respect
thereto, if any), based on credit for con-
tributions, if such refund, credit, or
abatement is otherwise allowable under
section 1601 of the Federal Unemploy-
ment Tax Act or section 602 of the
Revenue Act of 1943. In such case the
amount of the refund, credit, or abate-
ment shall be determined as though an
offer in compromise had not been ac-
cepted, except that any amount paid by
the taxpayer under the compromise
agreement shall be treated as a payment
on account of the tax (including penalty
and interest In connection therewith, if
any). The allowance of any such re-
fund, credit, or abatement shall be sub-
ject to the provisions of this section.
No interest shall be allowed or paid by
the Government on the amount of any
such refund or credit.

(j) Refund, credit, or abatement based
on credit allowable under section 701 of
the Revenue Act of 1941 barred.. On and
after February 25, 1944, no refund, credit,
or abatement of the tax (including
penalty and interest collected with re-
spect thereto, if any) for the taxable
year 1940 shall be allowed based on any
credit allowable under section 701 of
the Revenue Act of 1941.

(k) Refunds under section 5 (b) of
the Intertnational Organizations Immu-
nities Act. The provisions of this section
of this part shall apply in the case of
claims for refund with respect to serv-
ices described by section 5 (b) of the In-
ternational Organizations Immunities
Act. (For provisions relating to such
services, see §§ 403.202 and 403.206.) No
interest shall be allowed or paid by the
Government on the amount of any such
refund.

(1) Prohibition of refund or credit.
No refund or credit is allowable with
respect to any amount paid prior to April
20, 1948, the date of the enactment of
Public Law 4P2, 80th Congress (relating

to the exception of certain services per-
formed by vendors of newspapers and
magazines), which constitutes an over-
payment of tax solely by reason of an
amendment made by such law. (For
provisions relating to services excepted
from employment by Public Law 492,
80th Congress, see § 403.226 (c).)
[Regs. 107, 5 F. R. 3705, as amended by T. D.
5383, 9 F. R. 7304, T. D. 5519, 11 F. R. 6759.
T. D. 5665, 13 F. R. 66051

§ 403.603 Interest. If the tax is not
paid to the collector when due, Interest
accrues at the rate of 6 percent per
annum.

§ 403.604 Addition to tax for failure to
pay an assessment after notice and de-
mand. (a) If tax, penalty, or interest is
assessed and the entire amount thereof
is not paid within 10 days after the date
of issuance of notice and demand for
payment thereof, based on such assess-
ment, there accrues under section 3655
of the Internal Revenue Code (except as
provided in paragraph (b) of this sec-
tion) a penalty of 5 percent of the assess-
ment remaining unpaid at the expiration
of such period.

(b) If, within 10 days after the date of
issuance of notice and demand, a claim
for abatement of any amount of the as-
sessment is filed with the collector, the 5
percent penalty does not attach with
respect to such amount. If the claim is
rejected in whole or in part and the
amount rejected is not paid, the collector
shall issue notice and demand for such
amount. If payment is not made within
10 days after the date the collector issues
the notice and demand, the 5 percent
penalty attaches with respect to the
amount rejected. The filing of the claim
does not stay the running of interest.

§ 403.605 Additions to tax for delin-
quent or false returns-(a) Delinquent
returns. (1) If a person fails to make
and file a return within the prescribed
time, a certain percent of the amount of
the tax Is added to the tax unless the re-
turn is later filed and failure to file the
return within the prescribed time is
shown to be due to reasonable cause
and not to willful neglect. The amount
to be added to the tax is 5 percent if
the failure is for not more than 30
days, with an additional 5 percent for
each additional 30 days or fraction
thereof during which failure continues,
not to exceed 25 percent in the aggre-
gate. In computing the period of de-
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linquency all Sundays and holidays after
the due date are counted. Two classes
of delinquents are subject to this addi-
tion to the tax:

() Those who do not file returns
and for whom returns are made by a
collector, a deputy collector, or the
Commissioner; and

(ii) Those who file tardy returns and
are unable to show reasonable cause
for the delay.

.(2) A person who files a tardy return
and wishes to avoid the addition to the
tax for delinquency must make an af-
firmative showing of all facts alleged
as a reasonable cause for failure to file
the return on time in the form of a
statement which should be attached to
the return as a part thereof.

(b) False returns. If a false or
fraudulent return is willfully made, the
addition to tax under section 3612 (d)
(2) of the Internal Revenue Code is 50
percent of the total tax due for the
entire period involved including any
tax previously paid.

Part 405-Collection of Income
Tax at Source on or After Janu-
ary 1, 1945

Subpart A-introductory Provisions
Sec.
405.1 Wages paid on or after January 1,

1945.

Subpart B-Definitions
405.101 Wages.
405.102 Exclusions from wages.
406.103 Payroll period.
405.104 Employee.
405.105 Employer.
405.106 Number of withholding exemptions

claimed.
405.107 General definitions and use of

terms.

Subpart C-Determination of Tax
405.201 Requirement of withholding.
405.202 Application of withholding exemp-

tions.
405.203 Wage bracket withholding.
405.204 Included and excluded wages.
405.205 Rights to claim withholding exemp-

tions.
405.206 Withholding exemption certificates.
405.207 When withholding exemption cer-

tificates effective.
405.209 Supplemental wage payments.
405.210 Wages paid for payroll period of

more than one year.
405.211 Wages paid on behalf of two or more

employers.

Sec.
405.212 Withholding on basis of average

wages.

Subpart D--Liability of Tax
405.301 Liability for tax.

Subpart E-Credlit for Tax Withheld
405.401 Nondeductibility of tax and credit

for tax withheld.

Subpart F-Receipts
405.501 Receipts for tax withheld at source

on wages.

Subpart G-Returns and Payment of Tax
405.601 Return and payment of income tax

withheld on wages.
405.602 FInal returns.
405.603 Use of prescribed forms.
405.604 Penalties for false returns.
405.605 Use of Government depositaries in

connection with payment of
taxes.

Subpart H-Adustments and Refunds
405.701 Quarterly adjustments.
405.702 Refunds or credits.

Subpart I-Miscellaneous Provisions
405.801 Jeopardy assessments.
405.802 Interest.
405.803 Addition to tax for failure to Day an

assessment after notice and de-
mand.

405.804 Additions to tax for delinquent or
false returns.

405.805 Minimum addition to the tax.
AuTHoarrY: §§ 405.1 to 405.805 issued un-

der 53 Stat. 32, 178, 467; 26 U. S. C. 62, 1429,
3791.

SouRcE: § 405.1 to 405.805 contained in
Regulations 116, 9 F. R. 14573, 14669, 15039,
except as noted following sections affected.

SUBPART A-INTRODUCTORY PROVISIONS

§ 405.1 Wages paid on or after Janu-
ary 1, 1945. (a) The regulations in this
part apply to all wages (as defined in sec-
tion 1621, I. R. C.) paid on or after Janu-
ary 1, 1945, regardless of when such
wages were earned. Thus, if an employee
is paid wages on January 1, 1945, for
services performed during 1944 or any
preceding year, withholding of the tax
at source on such wages shall be subject
to the regulations in this part.

(b) Wages are constructively paid
within the meaning of the regulations in
this part when they are credited to the
account of or set apart for an employee
so that they may be drawn upon by him
at any time although not then actually
reduced to possession. To constitute
payment in such a case, the wages must
be credited or set apart to the employee
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without any substantial limitation or re-
striction as to the time or manner of pay-
ment or condition upon which payment is
to be made, and must be made available to
him so that they may be drawn upon at
any time, and their payment brought
within his control and disposition.

SUBPART B-DEFINITIONS

§ 405.101 Wages-(a) In general.
(1) The term "wages" means all remu-
neration for services performed by an
employee for his employer unless specifi-
cally excepted under section 1621 (a) or
section 1622 (g), I. R. C. See §§ 405.102
and 405.204.

(2) The name by which the remuner-
ation for services is designated is imma-
terial. Thus, salaries, fees, bonuses, com-
missions on sales or on Insurance pre-
miums, pensions, and retired pay are
wages within the meaning of the statute
if paid as compensation for services per-
formed by the employee for his employer.

(3) The basis upon which the remu-
neration is paid is immaterial in deter-
mining whether the remuneration con-
stitutes wages. Thus it may be paid on
the basis of piecework, or a percentage
of profits; and may be paid hourly, daily,
weekly, monthly, or annually.

(4) Wages may be paid in money or
In some medium other than money, as,
for example, stocks, bonds, or other
forms of property. If services are paid
for in a medium other than money, the
fair market value of the thing taken in
payment is the amount to be included as
wages subject to withholding. If the
services were rendered at a stipulated
price, in the absence of evidence to the
contrary such price will be presumed
to be the fair value of the remuneration
received. If a corporation transfers to
its employees its own stock as remunera-
tion for services rendered by the em-
ployee, the amount of such remunera-
tion is the fair market value of the stock
at the time of the transfer. If a person
receives as remuneration for services
rendered a salary and in addition there-
to living quarters or meals, the value to
such person of the quarters and meals so
furnished shall be added to the remu-
neration otherwise paid for the purpose
of determining the amount of wages sub-
ject to withholding. If, however, living
quarters or meals are furnished to an
employee for the convenience of the em-
ployer, the value thereof need not be
included as wages subject to withholding.

(5) Ordinarily, facilities or privileges
(such as entertainment, medical serv-
ices, or so-called "courtesy" discounts
on purchases), furnished or offered by
an employer to his employees generally,
are not considered as wages subject to
withholding if such facilities or privileges
are of relatively small value and are
offered or furnished by the employer
merely as a means of promoting the
health, good will, contentment, or effi-
ciency of his employees.

(6) Where wages are paid In property
other than money, the employer should
make necessary arrangements to insure
that the amount of the tax required to be
withheld is available for payment to the
collector.

(7) Tips or gratuities paid directly to
an employee by a customer of an em-
ployer, and not accounted for by the em-
ployee to the employer, are not subject
to withholding.

(8) Remuneration for services, unless
such remuneration is specifically ex-
cepted by the statute, constitutes wages
even though at the time paid the rela-
tionship of employer and employee no
longer exists between the person in whose
employe the services were performed and
the individual who performed them.

Example. A is employed by B during the
month of January 1945 and is entitled to
receive remuneration of $100 for the serv-
ices performed for B, the employer, during
the month. A leaves the employ of B at
the close of business on January 31, 1945.
On February 15, 1945 (when A is no longer
an employee of B), B pays A the remunera-
tion of $100 which was earned for the serv-
ices performed in January. The $100 is
wages within the meaning of the statute.

(b) Pensions, retired pay, and em-
ployees' trusts. (1) In general, pensions
and retired pay are wages subject to
withholding. However, no withholding
is required with respect to amounts paid
to an employee upon retirement which
are taxable as annuities under the provi-
sions of section 22 (b) (2), I. R. C. So-
called pensions awarded by one to whom
no services have been rendered are mere
gifts or gratuities and do not consti-
tute wages.

(2) No withholding Is required with
respect to an employer's contributions
to, or with respect to distributions under,
a pension, stock bonus, profit-sharing,
annuity plan, or other plan deferring the
receipt of compensation by the employee,
including amounts paid or contributed
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by an employer in conjunction with such
a plan in respect of life insurance or
death benefits, if the contributions of the
employer to such plan are of the charac-
ter for which a deduction is allowable
under section 23 (p), I. R. C. As to In-
formation at the source with respect to
payments referred to in this paragraph,
see section 147, I. R. C., and the regula-
tions thereunder.

(3) Wages representing retired pay for
service in the military or naval forces
of the United States are subject tc with-
holding unless the individual receiving
such pay has been retired because of
personal injuries or sickness resulting
from active service with such forces.
Where such retired pay is paid to a non-
resident alien individual no withholding is
required. See section 1621 (a) (6), I. R.
C. Payments of pensions or other bene-
fits under the War Risk Insurance Act, as
amended, the World War Veterans' Act,
1924, as amended, the Emergency Offi-
cers' Retirement Act, as amended, the
World War Adjusted Compensation Act,
as amended, the pension laws In effect
prior to March 20, 1933, Public Law Num-
bered 2, Seventy-third Congress, as
amended, Public Law Numbered 484,
Seventy-third Congress, and any act or
acts amendatory of such acts, are not
Includible In gross income under chapter
1 of the Internal Revenue Code and
hence are not subject to withholding.

(c) Traveling and other expenses.
Amounts paid specifically-either as ad-
vances or reimbursements-for traveling
or other bona fide ordinary and necessary
expenses incurred or reasonably ex-
pected to be incurred in the business of
the employer are not wages and are not
subject to withholding. Traveling and
other reimbursed expenses must be iden-
tified either by making a separate pay-
ment or by specifically indicating the
separate amounts where both wages and
expense allowances are combined in a
single payment.

(d) Vacation allowances. Amounts of
so-called "vacation allowances" paid to
an employee constitute wages. Thus.
the salary of an employee on vacation
paid notwithstanding his absence from
work, constitutes wages.

(e) Dismissal payments. Any pay-
ments made by an employer to any em-
ployee on account of dismissal, that is,
involuntary separation from the service
of the employer, constitute wages re-
gardless of whether the employer is
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legally bound by contract, statute, or
otherwise to make such payments.

(f) Deductions by employer from
wages of employee. The amount of any
tax which is required by law to be de-
ducted by the employer from the wages
of an employee is considered to be a part
of the employee's wages and is deemed to
be paid to the employee as wages at the
time the deduction is made. Other
amounts deducted from the wages of an
employee by an employer also constitute
wages paid to the employee at the time
of the deduction. It is immaterial that
the Internal Revenue Code, or any act of
Congress, or the law of any State, re-
quires or permits such deductions and
the payment of the amounts thereof to
the United States, a State, a Territory, or
the District of Columbia, or any political
subdivision of any one or more of the
foregoing.

(g) Payment by an employer of em-
ployee's tax, or employee's contributions
under a State law. The term "wages"
includes the amount paid by an employer
on behalf of an employee (without de-
duction from the remuneration of, or
other reimbursements from, the em-
ployee) on account of any payment re-
quired from an employee under a State
unemployment compensation law, or on
account of any tax imposed upon the
employee by any taxing authority, in-
cluding the taxes imposed by sections
1400 and 1500, I. R. C.

(h) Remuneration for services as em-
ployee of nonresident alien individual or
foreign entity. The term "wages" in-
cludes remuneration for services per-
formed by a citizen or resident of the
United States as an employee of a non-
resident alien individual, foreign part-
nership, or foreign corporation whether
or not such alien individual or foreign
entity is engaged in trade or business
within the United States. Any pernon
paying wages on behalf of a nonresident
alien individual, foreign partnership, or
foreign corporation, not engaged in trEde
or business within the United States, is
subject to all the provisions of law and
regulations applicable with respect to an
employer. (See § 405.105.)

§ 405.102 Exclusions f r o m wage,--
(a) Fees paid to a public official. Au-
thorized fees paid to public officials st.ch
as notaries public, clerks of courts, sh,3r-
iffs, etc., for services rendered in the
performance of their official duties are
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excepted from the definition of the term
"wages" and hence are not subject to
withholding. However, salaries paid
such officials by the Government, or Gov-
ernment agency or instrumentality, are
subject to withholding.

(b) Compensation of military and na-
val forces paid before January 1, 1949.
Remuneration paid before January 1,
1949, for services performed as a mem-
ber of the military or naval forces of the
United States is excepted from the defi-
nition of the term "wages," but remu-
neration paid on or after January 1,
1949, for such services constitutes wages
subject to withholding. Pensions and
retired pay, if includible in gross income
under chapter 1 of the Internal Revenue
Code, are not within the exception and
hence constitute wages subject to with-
holding. For the purpose of the excep-
tion, the military and naval forces of the
United States Include (but are not neces-
sarily limited to) the Army, the Navy,
the Marine Corps, the Coast Guard, the
Army Nurse Corps, Female, the Navy
Nurse Corps, Female, the Women's Army
Corps (the "WACS"), the Women's Re-
serve Branch of the Naval Reserve (the
"WAVES"), the Women's Reserve
Branch of the Coast Guard Reserve (the
"SPARS"), and the Marine Corps
Women's Reserve.

(c) Remuneration paid for agricul-
tural labor-(1) In general. The term
"wages" does not include remuneration
for services which constitute agricul-
tural labor as defined in section 1426 (h).
The term "agricultural labor" as so de-
fined includes services of a character
described in subparagraphs (2), (3), (4),
and (5) of this paragraph. In general,
however, the term "agricultural labor"
does not include services performed In
connection with forestry, lumbering, or
landscaping..

(2) Services described in section 1426
(h) (1). Remuneration paid for serv-
ices performed on a farm by an em-
ployee of any person in connection with
any of the following activities is excepted
as remuneration for agricultural labor:

(i) The cultivation of the soil;
(ii) The raising, shearing, feeding,

caring for, training, or management of
livestock, bees, poultry, fur-bearing ani-
mals, or wildlife; or

(III) The raising or harvesting of any
other agricultural or horticultural com-
modity.

The term "farm" as used in this para-
graph includes stock, dairy, poultry, fruit,
fur-bearing animal, and truck farms,
plantations, ranches, nurseries, ranges,
orchards, and such greenhouses and
other similar structures as are used pri-
marily for the raising of agricultural or
horticultural commodities. Greenhouses
and other similar structures used pri-
marily for other purposes (for example,
display, storage, and fabrication of
wreaths, corsages, and bouquets), do not
constitute "farms."

(3) Services described in section 1426
(h) (2). The remuneration paid for the
following services performed by an em-
ployee in the employ of the owner or
tenant or other operator of one or more
farms is excepted as remuneration for
agricultural labor, provided the major
part of such services is performed on a
farm:

(i) Services performed in connection
with the operation, management, conser-
vation, Improvement, or maintenance of
any such farms or its tools or equipment;
or

(ii) Services performed in salvaging
timber, or clearing land of brush and
other debris, left by a hurricane.
The services described In subdivision
(I) of this subparagraph may include,
for example, services performed by
carpenters, painters, mechanics, farm
supervisors, irrigation engineers, book-
keepers, and other skilled or semiskilled
workers, which contribute in any way
to the conduct of the farm or farms,
as such, operated by the person employ-
ing them, as distinguished from any
other enterprise in which such person
may be engaged. Since the services de-
scribed in this subparagraph must be
performed in the employ of the owner
or tenant or other operator of the farm,
the exception does not extend to remu-
neration paid for services performed by
employees of a commercial painting con-
cern, for example, which contracts with
a farmer to renovate his farm properties.

(4) Services described in section 1426
(h) (3). Remuneration paid for serv-
ices performed by an employee in the
employ of any person in conection with
any of the following operations is ex-
cepted as remuneration for agricultural
labor without regard to the place where
such services are performed:

(I) The ginning of cotton;
(ii) The hatching of poultry;
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(iii) The raising or harvesting of
mushrooms;

(iv) The operation or maintenance of
ditches, canals, reservoirs, or waterways
used exclusively for supplying or storing
water for farming purposes;

(v) The production or harvesting of
maple sap or the processing of maple sap
into maple sirup or maple sugar (but not
the subsequent blending or other proc-
essing of such sirup or sugar with other
products) ; or

(vi) The production or harvesting of
crude gum (oleoresin) from a living tree
or the processing of such crude gum into
gum spirits of turpentine and gum rosin,
provided such processing is carried on
by the original producer of such crude
gum.

(5) Services described in section 1426
(h) (4). (i) Remuneration paid for
services performed by an employee in the
employ of a farmer or a farmers' co-
operative organization or group in the
handling, planting, drying, packing,
packaging, processing, freezing, grading,
storing, or delivering to storage or to
market or to a carrier for transportation
to market, of any agricultural or horti-
cultural commodity, other than fruits
and vegetables (see subdivision (ii) of
this subparagraph), produced by such
farmer or farmer-members of such or-
ganization or group of farmers is ex-
cepted, provided such services are per-
formed as an incident to ordinary farm-
ing operations. Generally services are
performed "as an incident to ordinary
farming operations" within the meaning
of this paragraph if they are services of
the character ordinarily performed by
the employees of a farmer or of a farm-
ers' cooperative organization or group as
a prerequisite to the marketing, in its
unmanufactured state, of any agricul-
tural or horticultural commodity pro-
duced by such farmer or by the members
of such farmers' organization or group.
Services performed by employees of such
farmer or farmers' organization or group
in the handling, planting, drying, pack-
ing, packaging, processing, freezing,
grading, storing, or delivering to storage
or to market or to a carrier for transpor-
tation to market, of commodities pro-
duced by persons other than such farm-
er or members of such farmers' organiza-
tion or group are not performed "as an
incident to ordinary farming operations."

(ii) Remuneration paid for services
performed by an employee in the employ
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of any person in the handling, planting,
drying, packing, packaging, processing,
freezing, grading, storing, or delivering to
storage or to market or to a carrier for
transportation to market, of fruits Lnd
vegetables, whether or not of a perishEble
nature, is excepted as remuneration for
agricultural labor, provided such serv-
ices are performed as an incident to the
preparation of such fruits and vegetal tes
for market. For example, if service, in
sorting, grading, or storing of fruits or
in the cleaning of beans, are perforried
as an incident to their preparation for
market, remuneration paid for such sE rv-
ices may be excepted whether the sErv-
ices are performed in the employ cf a
farmer, a farmers' cooperative, or a com-
mercial handler of such commoditie3.

(iii) The services described in subdi-
visions (I) and (ii), of this subpara-
graph, do not include services per-
formed in connection with comr.er-
cial canning or commercial freez:ng,
or in connection with any commod-
ity after its delivery to a terminal mar-
ket for distribution for consumpt.on.
Moreover, since the services described in
such subdivisions must be rendered in the
actual handling, planting, drying, pack-
ing, packaging, processing, freez:ng,
grading, storing, or delivering to storage
or to market or to a carrier for transr or-
tation to market, of the commodity, sich
services do not, for example, Include sErv-
ices performed as stenographers, book-
keepers, clerks, and other office em-
ployees, even though such services riay
be in connection with such activities.
However, to the extent that the serv:ces
of such individuals are performed in the
employ of the owner or tenant or other
operator of a farm and are rendere. in
major part on a farm, they may be
within the provisions of subparagraph
(3) of this paragraph.

(d) Remuneration paid for dome3tic
service. (1) Remuneration paid for
services of a household nature perforried
by an employee in or about the private
home of the person by whom he Is um-
ployed, or performed in or about the club
rooms or house of a local college club or
local chapter of a college fraternity or
sorority by which he is employed, is ex-
cepted from the term "wages."

(2) A private home is the fixed place
of abode of an individual or family.

(3) A local college club or local chap-
ter of a college fraternity or soro::ity
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does not include an alumni club or
chapter.

(4) If the home is utilized primarily
for the purpose of supplying board or
lodging to the public as a business enter-
prise, it ceases to be a private home and
the remuneration paid for services per-
formed therein is not excepted. Like-
wise, if the club rooms or house of a local
college club or local chapter of a college
fraternity or sorority is used primarily
for such purpose, the remuneration paid
for services performed therein is not
within the exception.

(5) In general, services of a household
nature in or about a private home in-
clude services rendered by cooks, maids,
butlers, valets, laundresses, furnacemen,
gardeners, footmen, grooms, and chauf-
feurs of automobiles for family use. In
general, services of a household nature
in or about the club rooms or house of
a local college club or local chapter of a
college fraternity or sorority include serv-
ices rendered by cooks, maids, butlers,
laundresses, furnacemen, waiters, and
housemothers.

(6) The remuneration paid for the
services above enumerated is not within
the exception if performed in or about
rooming or lodging houses, boarding
houses, clubs (except local college clubs),
hotels, hospitals, eleemosynary institu-
tions, or commercial offices or estab-
lishments.

(7) Remuneration paid for services
performed as a private secretary, even
though performed in the employer's
home, is not within the exception.

(e) Remuneration for casual labor not
in the course of employer's trade or busi-
ness. (1) The term "casual labor" in-
cludes labor which is occasional, inci-
dental, or irregular.

(2) The expression "not In the course
of the employer's trade or business" in-
cludes labor that does not promote or
advance the trade or business of the
employer.

(3) Thus remuneration paid for labor
which is occasional, incidental, or irregu-
lar, and does not promote or advance
the employer's trade or business, is ex-
cepted.

Example. A's business is that of operat-
ing a sawmill. He employs B, a carpenter, at
an hourly wage to repair his home. B works
irregularly and spends the greater part of
two days in completing the work. Since
B's labor is casual and is not in the course

of A's trade or business, the remuneration
paid for such services is excepted.

(4) The remuneration paid for casual
labor, that is, labor which is occasional,
incidental, or irregular, but which in the
course of the employer's trade or busi-
ness, does not come within the above
exception.

Example (1). C's business is that of oper-
ating a sawmill. He employs D for two hours,
at an hourly wage, to remove sawdust from
his mill. D's labor is casual since it is oc-
casional, incidental, or irregular, but It is in
the course of C's trade or business and the
remuneration paid for such labor is not
excepted.

Example (2). E is engaged in the busi-
ness of operating a department store. He
employs additional clerks for short periods.
While the services of the clerks may be cas-
ual, they are in the course of the employer's
trade or business and, therefore, the remu-
neration paid for such services is not ex-
cepted.

(5) Remuneration paid for casual la-
for performed for a corporation does not
come within this exception.

(f) Compensation paid by foreign gov-
ernment or international organization-
(1) Services for foreign government.
(i) Remuneration paid for services
performed as an employee of a for-
eign government or the government of
the Commonwealth of the Philippines, is
excepted. The exception includes not
only remuneration paid for services per-
formed by ambassadors, ministers, and
other diplomatic officers and employees
but also remuneration paid for services
performed as a consular or other officer or
employee of a foreign government, or the
government of the Commonwealth of the
Philipipnes, or as a nondiplomatic repre-
sentative of such a government. How-
ever, the exception does not include re-
muneration for services performed for a
corporation created or organized in the
United States or under the laws of the
United States or of any State (including
the District of Columbia or the Territory
of Alaska or Hawaii) even though such
corporation is wholly owned by such a
government.

(ii) The citizenship or residence of
the employee and the place where the
services are performed are immaterial
for purposes of the exception.

(2) Services for international organi-
zation. Subject to the provisions of sec-
tion 1 of the International Organizations
Immunities Act, remuneration paid for
services performed within or without the
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United States by an employee for an in-
ternational organization as defined in
section 3797 (a) (18), I. R. C., is excepted
from the term "wages". The term "em-
ployee" as used in the preceding sentence
Includes not only an employee who is a
citizen or resident of the United States
but also an employee who is a nonresi-
dent alien individual. The term "em-
ployee" also includes an officer. An or-
ganization designated by the President
through appropriate Executive order as
entitled to enjoy the privileges, exemp-
tions, and immunities provided in the
International Organizations Immunities
Act may enjoy the benefits of the exclu-
sion from wages with respect to remu-
neration paid for services performed for
such organization prior to the date of the
issuance of such Executive order, if (I)
the Executive order does not provide
otherwise and (ii) the organization is a
public international organization in
which the United States participates,
pursuant to a treaty or under the au-
thority of an act of Congress authoriz-
ing such participation or making an ap-
propriation for such participation, at the
time such services are performed. The
exclusion from wages is effective only
with respect to remuneration of the pre-
scribed character paid on or after De-
cember 29, 1945.

(g) Compensation paid to nonresident
alien individuals. (1) Except in the case
of certain nonresident alien individuals
who are residents of Canada and Mexico,
remuneration for services performed by
nonresident alien individuals does not
constitute wages subject to withhold-
ing under section 1622, I. R. C. For with-
holding of income tax on wages paid for
services performed within the United
States in the case of nonresident alien
Individuals generally, see section 143,
I. R. C., and regulations thereunder.

(2) Withholding is required in the
case of wages paid to nonresident aliens
who are residents of a contiguous coun-
try (Canada or Mexico) and who enter
and leave the United States at frequent
intervals, except such aliens who, in the
performance of their duties in transpor-
tation service between points in the
United States and points in a contiguous
country, enter and leave the United
States at frequent intervals. This ex-
ception applies to personnel engaged in
railroad, ferry, steamboat, and aircraft
services and applies alike whether the
employer Is a domestic or foreign entity.
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Thus, the wages of a nonresident a)ien
individual who is a resident of Canada
and an employee of a domestic railroad,
for services as a member of the crew of a
train operating between points in C_%n-
ada and points in the United States, shall
not be subject to withholding under ec-
tion 1622. The exemption, however, :aas
no application to a resident of Cane.da,
who, for example, is employed at a fli.ed
point in the United States, such as a fac-
tory, store, or office, and Who commutes
from his home in Canada in the pur:;uit
of his employment within the United
States; nor does it apply to an alien fm-
ployee of a railroad corporation who is
on duty within the United States, e~en
though he enters and leaves the United
States in reaching his place of employ-
ment from his home in a contiguous
country.

(3) In order for the exemption to ip-
ply, the nonresident alien employee must
file with his employer a certificate con-
taining the following: The employee's
name and address, and a statement t.aat
he is not a citizen of the United States,
and that he is a resident of the named
contiguous country and the approximate
period of time during which he has oc-
cupied such status. Such certificate
shall contain, or be verified by, a written
declaration that it is made under 'he
penalties of perjury. Although the fcrm
is not prescribed, the certificate must
contain all the information required by
this paragraph.

(h) Remuneration for services per-
formed outside the United States-(1)
Remuneration paid be/ore January 1,
1948. (i) The remuneration paid bef3re
January 1, 1948, by an employer for serv-
ices performed outside the United States
does not constitute wages and hence! Is
not subject to withholding if the major
part of the services performed by ;he
employee for such employer during ";he
calendar year is to be performed outside
the United States. The term "Uni ;ed
States" includes the several States, ;he
Territories of Alaska and Hawaii, end
the District of Columbia.

(ii) The exception relates only to 'he
remuneration paid for the services per-
formed outside the United States. Thus,
if an employee performs services outside
the United States for more than six
months of the calendar year, the remu-
neration paid for such services does ilot
constitute wages and hence is not subject
to withholding, but the remunerat.on
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paid for services performed within the
United States for such employer during
the remainder of the calendar year con-
stitutes wages and is subject to with-
holding.

(iII) If, however, an employee is ab-
sent from the United States on business
of his employer for less than six months
of the calendar year and performs serv-
ices for such employer within the United
States during the remainder of the cal-
endar year, the entire amount of the re-
muneration paid for services performed
during the calendar year constitutes
wages and is subject to withholding.

(iv) However, it is recognized that in
the case of an employee performing, out-
side the United States, services of indefi-
nite duration, it may be impossible for
the employer to determine whether the
major portion of the employee's services
during the calendar year is to be per-
formed within the United States or out-
side the United States. In such case it
may be presumed that such performance
will continue throughout the calendar
year and the liability of the employer to
withhold tax on the compensation paid
for such services performed outside the
United States shall be determined in the
light of such presumption. Thus, if an
employee undertakes for his employer
the performance of services abroad of in-
definite duration, or for a term extending
beyond the end of the calendar year, and
such employee has not already with-
in the calendar year performed services
within the United States for a length of
time which would constitute, in any cir-
cumstances, the major part of the year's
services for such employer, no tax is re-
quired to be withheld on the compen-
sation paid for services performed by such
employee outside the United States.

Example (1). A has been regularly em-
ployed by B, and is sent abroad under such
conditions that it is not possible to know
when he will return: (a) If A goes abroad
on January 1, no tax is required to be with-
held on compensation paid to A for services
performed abroad, but on the compensation
paid for services performed after his return
to the United States tax should be with-
held; (b) if A goes abroad on June 29, the
same rules are applicable, and therefore no
tax is required to be withheld on the com-
pensation for services performed abroad but
on compensation for services performed after
his return to the United States tax should be
withheld; (c) if A goes abroad on August
1, tax should be withheld on the compensa-
tion paid A for all services performed during
the calendar year, since under no circum-

stances could the major part of the services
performed during such year be performed out-
side the United States.

Example (2). A begins his employment
with B on July 1, and on September 1 is sent
abroad under the circumstances described in
example (1). No tax is required to be with-
held on the compensation paid A for the
services performed abroad.

Example (3). A begins his employment
with B on July 1, and on November 1 is sent
abroad under the circumstances described in
example (1). Tax is required to be withheld
on the compensation paid A for the services
performed abroad, as well as on compensation
paid for services performed within the United
States for the reasons set forth In example
(1) (c).

(v) For the purposes of this paragraph,
services performed on or in connection
with (a) an American vessel under a con-
tract of service which is entered into
within the United States or during the
performance of which the vessel touches
at a port in the United States or (b) any
vessel as an employee of the United
States employed through the War Ship-
ping Administration are not considered
as services performed outside the United
States. Hence, the remuneration paid
for such services constitutes wages sub-
ject to withholding within the meaning
of section 1621 (a), I. R. C., and the regu-
lations in this part unless the employee
performing such services is a nonresident
alien.

(vi) The word "vessel" includes every
description of watercraft, or other con-
trivance, used as a means of transporta-
tion on water. It does not include any
type of aircraft.

(vii) The term "American vessel"
means any vessel which is documented
(that is, registered, enrolled, or licensed)
or numbered in conformity with the laws
of the United States. It also includes
any vessel which is neither documented
or numbered under the laws of the
United States, nor documented under the
laws of any foreign country, if the crew
of such vessel is employed solely by one
or more citizens or residents of the
United States or corporations organized
under the laws of the United States or of
any State (including the District of Co-
lumbia or the Territory of Alaska or
Hawaii).

(2) Remuneration paid on or alter
January 1, 1948. (i) Remuneration paid
on or after January 1, 1948, by an em-
ployer (other than the United States or
any agency thereof) for services per-
formed outside the United States by a
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citizen of the United States, is not subject
to withholding if it is reasonable to be-
lieve that during the entire calendar
year the employee will be a bona fide
resident of a foreign country or coun-
tries.

(ii) The reasonable belief with respect
to an employee's bona fide residence in a
foreign country mentioned in section
1621 (a) (8) may be based on any evi-
dence (including the statement with
respect to residence hereinafter pre-
scribed) reasonably sufficient to induce
such belief even though such evidence
might be insufficient, upon closer exami-
nation by the Commissioner or the
courts, finally to establish such bona fide
residence in a foreign country so as to
justify the exemption from tax provided
for in section 116 (a), I. R. C.

(iii) The employer may presume that
an employee will be a bona fide resident
of a foreign country during the entire
calendar year in any case where such
employee, who is a citizen of the United
States, claims to be a bona fide resident
of a foreign country and files with such
employer, for transmission to the collec-
tor with the employer's return on Form
W-1 required for the first quarter of the
calendar year involved (or third quarter
of 1948) by § 405.601, a statement with
respect to his residence as hereinafter
provided, unless such employer otherwise
has reasonable belief that the employee
will not be a bona fide resident of such
foreign country. The statement with re-
spect to the employee's residence shall be
verified before an officer duly authorized
to administer oaths, or signed in the
presence of two subscribing witnesses and
the employee shall set forth therein the
following:

(a) That he was living on January 1st
of the current calendar year in a foreign
country (name the country) and expects
to live in such foreign country or in some
other foreign country (name the coun-
try) during the entire calendar year;

(b) That the purpose or business re-
quiring his presence in the foreign coun-
try or countries is such that an extended
stay or a stay of indefinite duration will
be necessary for its accomplishment;

(c) That he understands that any
exemption from withholding of tax per-
mitted by reason of the filing of such
statement is not a determination by the
Commissioner of Internal Revenue that
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he is exempt from tax under section 116
(a), Internal Revenue Code;

(d) All the facts with respect to such
foreign service, including:

(1) His name and last address (in the
United States) and the collection dis-
trict in which-his last income tax return
was filed;

(2) Nature of the services to be zen-
dered during the calendar year and rate
of compensation;

(3) Terms of the agreement with the
employer with respect to such foreign
services, particularly whether or not such
services are to be rendered for any sp.ci-
fled period of time;

(4) His marital status; if married
whether his immediate family will live
with him in the foreign country duiing
the period of his foreign service.

(iv) In the case of an employee who
has been deemed under section 1621 (a)
(8) (A) to be a bona fide resident of a I or-
eign country or countries for two con-
secutive calendar years immediately pire-
ceding the current calendar year and who
is residing in such foreign country or
countries on the first day of January of
the current calendar year, the emplcyer
may, in the absence at that time of clear
and definite knowledge to the contrary,
presume that such employee will c)n-
tinue to be a bona fide resident of such
foreign country or countries for the cur-
rent calendar year.

(v) Remuneration paid on or after
January 1, 1948, for services for an Em-
ployer performed within a possessior of
the United States by a citizen of the
United States is not subject to withhc ld-
ing, if it is reasonable to believe thai at
least 80 percent of the remuneration to
be paid by such employer to the employee
during the calendar year will be for such
services.

(vi) The term "United States" In-
cludes the several States, the Territories
of Alaska and Hawaii, and the District
of Columbia.

(i) Compensation for services p~r-
formed as a minister of the gospel.
Compensation for services performed as
a minister of the gospel is not subject to
withholding under section 1622, I. R. C.
The exception is extended to remune::a-
tion of ministers of the gospel for servizes
which are ordinarily the duties of a min-
ister of the gospel. The duties of a min-
ister of the gospel include the minist::a-
tion of sacerdotal functions and conduct
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of religious worship, and the control,
conduct, and maintenance of religious
organizations (including the religious
boards, societies, and other integral
agencies of such organizations), under
the authority of a religious body consti-
tuting a church or church denomination.
[Regs. 116, 9 F. R. 14573, as amended by

T. D. 5522, 11 F. R. 6765, T. D. 5645, 13 F. R.
4259]

§ 405.103 Payroll period. (a) The
term "payroll period" means the period
of service for which a payment of wages
is ordinarily made to an employee by his
employer. It is immaterial that the
wages are not always paid at regular in-
tervals. For example, if an employer or-
dinarily pays a particular employee for
each calendar week at the end of the
week, but if for some reason the employee
in a given week receives a payment in the
middle of the week for the portion of the
week already elapsed and receives the
remainder at the end of the week, the
payroll period is still the calendar week;
or if, instead, that employee is sent on a
3-week trip by his employer and receives
at the end of the trip a single wage pay-
ment for three weeks' services, the pay-
roll period is still the calendar week,
and the wage payment shall be treated as
though it were three separate weekly
wage payments.

(b) For the purpose of section 1622,
I. R. C., an employee can have but one
payroll period with respect to wages paid
by any one employer. Thus, it an em-
ployee is paid a regular wage for a weekly
payroll period and in addition thereto is
paid supplemental wages (for example,
bonuses) determined with respect to a
difference period, the payroll period is the
weekly payroll period. For computation
of tax on supplemental wage payments
see § 405.209.

(c) The term "miscellaneous payroll
period" means a payroll period other
than a daily, weekly, biweekly, semi-
monthly, monthly, quarterly, semian-
nual, or annual payroll period.

§ 405.104 Employee. (a) The term
"employee" includes every individual
performing services if the relationship
between him and the person for whom he
performs such services is the legal rela-
tionship of employer and employee. The
term specifically includes officers and em-
ployees, whether elected or appointed, of
the United States, a State, Territory, or

any political subdivision thereof, or the
District of Columbia, or any agency or
instrumentality of any one or more of
the foregoing.

(b) Generally the relationship of em-
ployer and employee exists when the per-
son for whom services are performed has
the right to control and direct the indi-
vidual who performs the services, not
only as to the result to be accomplished
by the work but also as to the details and
means by which that result is accom-
plished. That is, an employee is sub-
ject to the will and control of the em-
ployer not only as to what shall be done
but how it shall be done. In this con-
nection, it is not necessary that the
employer actually direct or control the
manner in which the services are per-
formed; it is sufficient if he has the
right to do so. The right to discharge
is also an important factor indi-
cating that the person possessing that
right is an employer. Other factors
characteristic of an employer, but not
necessarily present in every case, are the
furnishing of tools and the furnishing of
a place to work, to the individual who
performs the services. In general, if an
individual is subject to the control or di-
rection of another merely as to the result
to be accomplished by the work and not
as to the means and methods for accom-
plishing the result, he is not an em-
ployee.

(c) Generally, physicians, lawyers,
dentists, veterinarians, contractors, sub-
contractors, public stenographers, auc-
tioneers, and others who follow an inde-
pendent trade, business, or profession,
in which they offer their services to the
public, are not employees.

(d) Whether the relationship of em-
ployer and employee exists will in doubt-
ful cases be determined upon an exami-
nation of the particular facts of each
case.

(e) If the relationship of employer and
employee exists, the designation or de-
scription of the relationship by the par-
ties as anything other than that of em-
ployer and employee is immaterial.
Thus, if such relationship exists, it is of
no consequence that the employee is des-
ignated as a partner, coadventurer,
agent, or independent contractor.

(f) The measurement, method, or des-
ignation of compensation is also imma-
terial, if the relationship of employer and
employee in fact exists.
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(g) No distinction is made between
classes or grades of employees. Thus
superintendents, managers, and other
superior employees are employees. An
officer of a corporation is an employee of
the corporation but a director as such is
not. If, however, a director performs
services for the corporation other than
those required by attendance at and par-
ticipation in meetings of the board of
directors, he may or may not be an em-
ployee of the corporation. Whether or
not such services are performed as an
employee of the corporation must be de-
termined upon the basis of the facts in
the particular case.

(h) Although an individual may be an
employee under the statute, his services
may be of such a nature, or performed
under such circumstances, that the re-
muneration paid for such services does
not constitute wages within the mean-
Ing of section 1621 (a), I. R. C.

§ 405.105 Employer. (a) The term
"employer" means any person for whom
an individual performs or performed any
service, of whatever nature, as the em-
ployee of such person.

(b) It is not necessary that the serv-
ices be continuing at the time the wages
are paid in order that the status of em-
ployer exist. Thus, for purposes of with-
holding a person for whom an individ-
ual has performed past services for
which he is still receiving wages from
such person is an "employer."

(c) If the person for whom the serv-
ices are or were performed does not have
legal control of the payment of the
wages for such services, the term "em-
ployer" means (except for the purpose
of the definition of "wages") the person
having such control. For example,
where wages, such as certain types of
pensions or retired pay, are paid by a
trust and the person for whom the serv-
ices were performed has no legal control
over the payment of such wages, the
trust is the "employer."
(d) The term "employer" also means

(except for the purpose of the definition
of "wages") any person paying wages on
behalf of a nonresident alien individual,
foreign partnership, or foreign corpora-
tion, not engaged in trade or business
within the United States.

(e) It is a basic purpose to centralize
in the employer the responsibility for
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withholding, returning, and paying the
tax and furnishing the statements re-
quired under section 1625, I. R. C. '."he
foregoing two special definitions of the
term "employer" are designed solely to
meet unusual situations. They are :aot
intended as a departure from the bvasic
purpose.

(f) As a matter of business admiis-
tration, certain of the mechanical de-
tails of the withholding process may be
handled by representatives of the em-
ployer. Thus, in the case of a cor: o-
rate employer having branch offices, the
branch manager or other representa-
tive may actually, as a matter of internal
administration, withhold the tax or pre-
pare the statements required under
section 1625, I. R. C. Nevertheless, the
legal responsibility for withholding, piy-
ing, and returning the tax and furnishing
such statements rests with the coro-
rate employer.

(g) An employer may be an Individual,
a corporation, a partnership, a trust, an
estate, a joint-stock company, an asso-
ciation, or a syndicate, group, pool, Joint
venture, or other unincorporated organ-
ization, group, or entity. A trust or es-
tate, rather than the fiduciary acting for
or on behalf of the trust or estate, is
generally the employer.

(h) The term "employer" embraces
not only individuals and organizatins
engaged in trade or business, but organi-
zations exempt from income tax, sucl as
religious and charitable organizations,
educational institutions, clubs, social or-
ganizations and societies, as well as the
governments of the United States, the
States, Territories, and the District of
Columbia, including their agencies, in-
strumentalities, and political sut di-
visions.

§ 405.106 Number of withholding ex-
emptions claimed. (a) The term "num-
ber of withholding exemptions claimed"
is defined in section 1621 (e), I. R. C. "he
number of withholding exemptions
claimed must be taken into account in
determining the amount of tax to be
deducted and withheld under section
1622, 1. R. C., whether the employer cc m-
putes the tax in accordance with the pro-
visions of subsection (a) or subsection
(c) of section 1622.

(b) The employer is not required to
ascertain whether or not the number of
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withholding exemptions claimed is
greater than the number of withholding
exemptions to which the employee is
entitled. If, however, the employer has
reason to believe that the number of
withholding exemptions claimed by an
employee is greater than the number
to which such employee is entitled, the
collector should be so advised.

(c) As to the number of withholding
exemptions to which an employee is en-
titled, see § 405.205.

§ 405.107 General definition and use
of terms. As used in the regulations in
this part:

(a) The terms defined in sections
3797 (a) and (b) of the Internal Reve-
nue Code shall have the meanings so
assigned to them.

(b) Internal Revenue Code means the
act approved February 10, 1939 (53 Stat.,
Part 1), entitled "An Act To consolidate
and codify the internal revenue laws of
the United States," as amended.

(W) Person includes an individual, a
corporation, a partnership, a trust or es-
tate, a joint-stock company, an associa-
tion, or a syndicate, group, pool, joint
venture or other unincorporated organi-
zation or group, through or by means of
which any, business, financial operation,
or venture is carried on. It includes a
guardian, committee, trustee, executor,
administrator, trustee in bankruptcy, re-
ceiver, assignee for the benefit of credi-
tors, conservator, or any person acting
in a fidiciary capacity.

(d) The cross references in the regu-
lations in this part to other portions of
the regulations, when the word "see" is
used, are made only for convenience, and
shall be given no legal effect.

SUBPART C-DETERMINATION OF TAX

§ 405.201 Requirement of withhold-
ing. (a) Section 1622, I. R. C., provides,
at the election of the employer, alterna-
tive methods for computing the Income
tax collected at source on wages. Under
the first method (hereinafter referred to
as "the percentage method") the em-
ployer is required to deduct and withhold
a tax computed in accordance with the
provisions of section 1622 (a). Under the
secofid method (hereinafter referred to
as "the wage bracket method") the em-
ployer is required to deduct and withhold
a tax determined in accordance with the

tables provided in subsection (c) of sec-
tion 1622. For the withholding exemp-
tion see § 405.202; for the wage bracket
method see §405.203; for constructive
payment of wages see § 405.1.

(b) The percentage method involves
several calculations. In using this meth-
od with respect to wages paid before Jan-
uary 1, 1946, reference must be made to
the percentage method withholding table
in section 1622 (b) (1) prior to Its
amendment by the Revenue Act of 1945.
The steps in computing the tax under
such method with respect to wages paid
before January 1, 1946, are summarized
as follows:

Step 1. Subtract the amount of one with-
holding exemption (see percentage method
withholding table) from the employee's
wages. Multiply the remainder, if any, by
0.027.

Step 2. Multiply the amount of one with-
holding exemption by the number of exemp-
tions claimed by the employee.

Step 3. Subtract the amount determined
in step 2 from the employee's wages. Com-
pare the remainder, if any, with the figure
shown in the last column of the percentage
method withholding table. Take the smaller
of the two amounts and multiply it by 0.18.

Step 4. Add the amount determined in
step 2 and the figure in the last column of
the percentage method withholding table.
Subtract the sum of those two figures from
the employee's wages. Multiply the remain-
der, if any, by 0.198.

Step 5. To determine the amount required
to be withheld, add the amounts determined
in steps 1, 3, and 4.

Example. During 1945 an employee has a
weekly payroll period, for which he is paid
$82, and has in effect a withholding exemp-
tion certificate claiming three exemptions.
His employer, using the percentage method,
computes the tax to be withheld as follows:

Step 1
Total wage payment ----------- $82
Less amount of one withholding

exemption ------------------ 11

Balance subject to 2.7 percent
rate ------------------------ 71

X 0. 027

Portion of tax to be withheld -------- $1.92

Step 2
Amount of one withholding ex-

emption -------------------- $11
Multiplied by number of exemp-

tions claimed on Form W-4_- X3

Total withholding exemptions-- 33
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Step 3
Total wage payment ----------- $82
Less amount determined in step
2 --------------------------- 33

(a) Balance ------------------- 49
(b) Amount shown in last col-

umn of table for weekly pay-
roll period ........ 44

Smaller of (a) or (b) subject to
18 percent rate -------------- 44

x0. 18

Portion of tax to be withheld -------- 7.92

Step 4
Total wage payment ---------- $82
Amount determined in

step 2 ----------------- $33
Amount shown in last

column of table for
weekly payroll period-- 44

Total --------------------- 77

Balance subject to 19.8 percent
rate ------------------------ 5

X 0. 198

Portion of tax to be withheld --------. 99

Step 5
Total tax to be withheld ----------- 10.83

(c) In the case of any employee who
has no withholding exemption certifi-
cate in effect, or an employee who has
claimed no exemption, the amount of
one withholding exemption is to be used
for the purpose of step 1, but no with-
holding exemptions are allowed for pur-
poses of steps 2, 3, and 4.

(d) In using the percentage method
with respect to wages paid on or after
January 1, 1946, reference must be made
to the percentage method withholding
table in section 1622 (b) (1), I. R. C., as
amended by the Revenue Act of 1945.
The steps in computing the tax under
such method with respect to wages paid
on or after January 1, 1946, are sum-
marized as follows:

Step 1. Multiply the amount of one with-
holding exemption by the number of exemp-
tions claimed by the employee.

Step 2. Subtract the amount determined
in step 1 from the employee's waged. Com-
pare the remainder, if any, with the figure in
the last column of the percentage method
withholding table. Take the smaller of the
two amounts and multiply it by 0.17.

Step 3. Add the amount determined in
step 1 and the figure in the last column of the
percentage method withholding table. Sub-
tract the sum of these two figures from the
employee's Wages. Multiply the remainder,
if any, by 0.19.
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Step 4. To determine the amount reqv ired
to be withheld, add the amounts determined
in steps 2 and 3.

Example. During 1946 an employee has a
weekly payroll period, for which he is paid
$82, and has in effect a withholding exemp-
tion certificate claiming three exemptions.
His employer, using the percentage method,
computes the tax to be withheld as follows:

Step 1
Amount of one withholding exemption-- $11
Multiplied by number of exemptions

claimed on Form W-4 ---------------- X 3

Total withholding exemptions --------- 33

Step 2
Total wage payment ------------------ $82
Less amount determined in step 1 -- 33

(a) Balance -------------------------- 49
(b) Amount shown in last column of

table for weekly payroll period ------- 44
Smaller of (a) or (b) subject to 17 per-

cent rate --------------------------- 44
X,). 17

Portion of tax to be withheld -------. 48

Step 3
Total wage payment ----------------- $82
Amount determined in step 1 ----- $33
Amount shown in last column of

table for weekly payroll period_-- 44

Total --------------------------- 77

Balance subject to 19 percent rate ------ 5
XI). 19

Portion of tax to be withheld ---------.-. 95

Step 4
Total tax to be withheld ------------ II. 43

(e) Where the withholding is com-
puted under the rules applicable to a mis-
cellaneous payroll period, the wages and
the amounts shown in the percentage
method withholding table must be placed
in a comparable basis. This may be
accomplished by either of the following
methods:

(1) Adjust the percentage metiod
withholding table to accord with the
number of days in the period by multi-
plying the amounts shown in the tible
as applicable per day of a miscellaneous
payroll period by the number of day,, in
such period. Using the table so adjusted
compute the tax on the total wages paid
for the period by the method outlined
in the above examples.

(2) Reduce the wages paid for the
period to a daily basis by dividing the
total wages by the number of days in the
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period. Compute the tax on the daily
basis using the steps indicated in the
above examples and multiply the amount
so computed by the number of days in
the period.
[Regs. 116, 9 F. R. 14573, as amended by
T. D. 5492, 11 F. R. 1277]

§ 405.202 Application of withholding
exemptions- (a) In general. (1) Under
the percentage method with respect to
wages paid before January 1, 1946, the
portion of the tax at the 2.7 percent rate
is computed on the amount by which
the wages paid exceed the amount of
one withholding exemption, regard-
less of the number of withholding
exemptions claimed. In the computa-
tion of the portions of the tax with re-
spect to such wages at the 18 percent
rate and the 19.8 percent rate, the
amount allowed as the withholding ex-
emption depends upon the number of
withholding exemptions claimed. Under
the percentage method with respect to
wages paid on or after January 1, 1946,
the amount allowed as the withholding
exemption depends upon the number
of withholding exemptions claimed.
The amount of the withholding exemp-
tion is determined in accordance with
the percentage method withholding table
contained in section 1622 (b) (1), I. R. C.

(2) If the employee has an established
payroll period, the amount of the with-
holding exemption is determined by ref-
erence to the line applicable to such pay-
roll period in the percentage method
withholding table and without regard to
the time the employee is actually engaged
in the performance of service during
such payroll period.

Example (1). During 1945 employee A has
a semimonthly payroll period. The number
of withholding exemptions claimed by A is
two. A's wages are determined at the rate of
$1.20 per hour. During a particular payroll
period he works only 40 hours and earns $48.
In computing the amount of the tax at the
2.7 percent rate, the amount of one with-
holding exemption, or $23, is allowable. In
computing the amount of the tax at the 18
percent rate the amount of two withholding
exemptions, or $46 is allowable. The 19.8
percent rate is not applicable in this instance,
since the amount of the wages paid for the
payroll period is less than the maximum
amount shown in the last column of the
percentage method withholding table.

Example (2). During 1945 employee B has
a weekly payroll period. The number of
withholding exemptions claimed by B is zero.
B's wages are determined at the rate of $10
per day. During a particular week B worked

A19 5A--49--17

only two days. and resigned. The amount of
the tax at the 2.7 percent rate is computed on
the excess of $20 over $11, the latter amount
being the amount of one withholding ex-
emption for a weekly payroll period. The
amount of the tax at the 18 percent rate is
computed on the entire amount of $20, which
amount is less than the maximum amount
subject to the 18 percent rate as shown in
the percentage method withholding table.
The 19.8 percent rate is not applicable in this
instance, since the amount received is less
than the amount shown in the last column
of the percentage method withholding table.

Example (3). During 1946 employee C has
a semimonthly payroll period. The number
of withholding exemptions claimed by C is
two. C's wages are determined at the rate
of $1.20 per hour. During a certain payroll
period he works only 40 hours and earns $48.
In computing the amount of the tax at the
17 percent rate, the amount of two with-
holding exemptions, or $46, is allowable.
The 19 percent rate is not applicable in this
instance, since the amount of the wages paid
for the payroll period is less than the amount
shown in the last column of the percentage
method withholding table.

Example (4). During 1946 employee D has
a weekly payroll period. The number of with-
holding exemptions claimed by D is zero.
D's wages are determined at the rate of $10
per day. During a certain week D worked
only two days and resigned. The amount of
the tax at the 17 percent rate is computed
on the entire amount of $20, which amount
is less than the maximum amount subject to
the 17 percent rate as shown in the percentage
method withholding table. The 19 percent
rate is not applicable in this instance, since
the amount received is less than the amount
shown in the last column of the percentage
method withholding table.

(b) Period not a payroll period. If
wages are paid for a period which is not
a payroll period, the withholding exemp-
tion allowable with respect to each pay-
ment of such wages shall be the exemp-
tion allowed for a miscellaneous payroll
period containing a number of days (in-
cluding Sundays and holidays) equal to
the number of days in the period with re-
spect to which such wages are paid.

Example. An individual is hired by a con-
tractor to perform services in connection with
a building project. The number of withhold-
ing exemptions claimed by such individual is
two. Wages were fixed at the rate of $9 per
day, to be paid upon completion of the proj-
ect. The project was completed during 1945
in 12 consecutive days, at the end of which
period the individual is paid wages of $90 for
10 days' services performed during the period.
For the purpose of computing the tax at the
2.7 percent rate, the amount of the withhold-
ing exemption allowable for the 12-day period
is $18 (12x$1.50). The amount of the with-
holding exemption allowable for the 12-day
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period, in computing the tax at the 18 per-
cent rate, is $36 (12X (2X$1.50)). The 19.8

The 19.8 percent rate is not applicable,
since the wages paid for the period of 12
days are less than the amount of two with-
holding exemptions plus the maximum
amount subject to the 18 percent rate for
such period. If, however, the wages were
paid in 1946 or a subsequent year, the amount
of the withholding exemption allovzable for
the 12-day period, in computing the tax to
be withheld, namely, at the 17 percent rate,
is $36 (12 X (2X$1.50)). The 19 percent rate
would not be applicable, since the wages paid
for the period of 12 days would be less than
the amount of two withholding exemptions
plus the maximum amount subject to the 17
percent rate for such period.

(c) Wages paid without regard to any
period. In the case of wages paid with-
out regard to any particular period, as,
for instance, commissions paid to a sales-
man upon completion of a sale, the with-
holding exemption is measured by the
number of days elapsed (including Sun-
days and holidays) since the date of the
last payment of wages to such employee
by such employer during the calendar
year, or the date on which employment
with such employer began during the cal-
endar year, or January 1 of such calendar
year, whichever is the latest.

Example (1). On April 2, 1945, A was em-
ployed by the X Real Estate Co. to sell real
estate on a commission basis, commissions to
be paid only upon consummation of sales.
The number of withholding exemptions
claimed by A is one. On May 21, 1945, A re-
ceived a commission of $300. Again, on June
16, 1945, A received a commission of $400.
The amount of the withholding exemption in
respect of the commission paid on May 21 for
the purpose of computing the tax at the 2.7
percent rate and the 18 percent rate is $75
($1.50 X 50). The amount of the wages is in-
sufficient for the 19.8 percent rate to be ap-
plicable in this instance. In respect of the
commission paid on June 16, the amount of
the withholding exemption for the purpose of
computing the tax at the 2.7 percent rate is
$39 ($1.50 X 26); for the purpose of computing
the tax at the 18 percent rate, the maximum
amount subject to tax at such rate, $156
($6X26), is the amount to be used; and the
amount of the wages subject to withholding
at the 19.8 percent rate is the excess of the
wages ($400) over $195 ($39 plus $156).

Example (2). On April 1, 1946, B was em-
ployed by the Y Real Estate Co. to sell real
estate on a commission basis, commissions
to be paid only upon consummation of sales.
The number of withholding exemptions
claimed by B is one. On May 20, 1946, B re-
ceived a commission of $300. Again on June
15, 1946, B received a commission of $400.
The amount of the withholding exemption
in respect of the commission paid on May 20

for the purpose of computing the tax at the
17 percent rate Is $75 ($1.50X50). The
amount of the wages is insufficient for the
19 percent rate to be applicable In thiE in-
stance. In respect of the commission paid
on June 15, the maximum amount subject
to tax at the 17 percent rate, $156 ($6>:26)
Is the amount to be used for the purpom.e of
computing the tax at such rate, and the
amount of the wages subject to withhol ling
at the 19 percent rate is the excess of the
wages ($400) over $195 ($39 plus $156).

(d) Period or elapsed time less than
one week. (1) It is the general rule i;hat
if wages are paid for a payroll perioi or
other period of less than one week, the
withholding exemption allowable sha'l be
the exemption allowable for a daily pay-
roll period, or a miscellaneous payroll
period containing the same numbe . of
days (including Sundays and holidtys)
as the payroll period or other period for
which such wages are paid. The s ime
rule is applicable in the case of waiges
paid without regard to a payroll period
or other period, where the elapsed lime
as determined in accordance with the
rule prescribed in § 405.202 (c) is less
than one week.

Example (1). During 1945 an employee
having a daily payroll period is paid wagos of
$12 per day. The number of withholdini; ex-
emptions claimed by such employee is one.
The amount of the withholding exemr tion
allowable against the daily wage paymen for
the purpose of computing the tax at the
2.7 percent rate is $1.50. The amount of 3ach
such daily wage payment subject to the tax
at the 18 percent rate is $6. The amour.t of
the wages subject to withholding at the
19.8 percent rate is the excess of the wages
($12) over $7.50 ($1.50 plus $6).
Example (2). An employee works for a par-

ticular employer for four days for which he
is paid $36. The number of withholling
exemptions claimed by the employee is two.
The amount of the withholding exemption
allowable for the purpose of computing the
tax at the 2.7 percent rate is $6 (4x$1.50).
The amount of the withholding exemption
allowable for the purpose of computing the
tax at the 18 percent rate is $12 (4>$3).
The amount of the wages is insufficieni for
the 19.8 percent rate to be applicable.

Example (3). During 1946 an empl:yee
having a daily payroll period is paid wages
of $12 per day. The number of withholding
exemptions claimed by such employee Is one.
The amount of each such daily wage ?ay-
ment subject to the tax at the 17 per,,ent
rate is $6. The amount of the wages jmb-
ject to withholding at the 19 percent rate
is the excess of the wages ($12) over 4t7.50
($1.50 plus $6).

Example (4). During 1946 an empl yee
works for a certain employer for four lays
for which he is paid $36. The number of
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withholding exemptions claimed by the em-
ployee is two. The amount of the withhold-
ing exemption allowable for the purpose of
computing the tax at the 17 percent rate is
$12 (4 X $3). The amount of the wages is
insufficient for the 19 percent rate to be ap-
plicable.

(2) Under certain conditions, however,
if the payroll period, other period, or
elapsed time where wages are paid with-
out regard to any period, is less than one
week, the employer may, at his election,
deduct and withhold the tax computed
as if the aggregate of the wages paid to
the employee during the calendar week
were paid for a weekly payroll period.
Such election by the employer is limited
to the case of an employee who works for
wages only for such employer dur-
ing the calendar week. Any employer
electing to compute the tax upon the
excess of the wages paid during the cal-
endar week over the weekly exemption
must secure a statement in writing from
the employee, stating that he works for
wages only for such employer, and that
if he should thereafter secure additional
employment for wages, he will within 10
days after the beginning of such addi-
tional employment, notify such employer
of that fact. Such statement shall be
signed by the employee and shall con-
tain or be verified by a written declara-
tion that It is made under the penalties
of perjury. No form of statement is
specified, but any form used must include
the contents specified above. An em-
ployer electing to compute the tax in
accordance with the provisions of this
paragraph should withhold from each
wage payment an amount sufficient to
insure withholding of the correct amount
of tax.

(3) If such employee secures addition-
al employment for wages, such employer
may not thereafter use the weekly ex-
emption in computing the amount of tax
to be withheld from the wages of such
employee. In such event the daily or
miscellaneous exemption will take effect
as of the beginning of the first payroll
period ending, or the first payment of
wages made without regard to a payroll
period, on or after 30 days from the date
on which such employee notifies such
employer that he has secured additional
employment for wages.

(4) To illustrate the use of the weekly
exemption in such a case: Assume the
facts stated in example (2) above, except
that the employer elects to use the
weekly withholding exemption after

securing the proper statement from the
employee. In such case, the amount of
the withholding exemption allowable for
the purpose of computing the tax at the
2.7 percent rate is $11, the amount of one
withholding exemption for a weekly pay-
roll period. The amount of the with-
holding exemption allowable for the
purpose of computing the tax at the 18
percent rate is $22 (2X$11). The amount
of the wages is insufficient for the 19.8
percent rate to apply. Under the same
state of facts, if the wages are paid on
or after January 1, 1946, the amount of
the withholding exemption allowable for
the purpose of computing the tax at the
17 percent rate is $22 (2X$11). The
amount of the wages is insufficient for
the 19 percent rate to apply.

(5) As used in this paragraph the term"calendar week" means a period of seven
consecutive days beginning with Sunday
and ending with Saturday.

(e) Rounding off of wage payment.
In determining the amount of tax to be
deducted and withheld under the per-
centage method, the last digit of the
wage amount may, at the election of
the employer, be reduced to zero, or the
wage amount may be computed to the
nearest dollar. Thus, if the weekly wage
is $45.37, the employer may, in determin-
ing the amount of tax to be deducted
and withheld, eliminate the last digit
and determine the tax on the basis of
a wage payment of $45.30 or he may de-
termine the tax on the basis of a wage
payment of $45.
[Regs. 116, 9 P. R. 14573, as amended by T. D.
5492, 11 F. R. 1278]

§ 405.203 Wage bracket withholding-
(a) In general. (1) The employer may
elect to use the wage bracket method pro-
vided in section 1622 (c), I. R. C., instead
of the percentage method with respect to
any employee. The tax computed under
the wage bracket method shall be in lieu
of the tax required to be deducted and
withheld under section 1622 (a). The
employer may elect to use the wage
bracket method in the case of one group
of employees and the percentage method
in the case of another group of
employees.

(2) With respect to wages paid before
January 1, 1946, the wage bracket tables
contained in section 1622 (c) prior to its
amendment by the Revenue Act of 1945
are to be used. With respect to wages
paid on or after January 1, 1946, the wage
bracket tables contained in section 1622
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(c) as amended by the Revenue Act of
1945 are to be used.

(b) Daily or miscellaneous period. The
table applicable to a daily or miscellane-
ous payroll period shows the tax on
the amount of wages for one day.
Where the withholding is computed
under the rules applicable to a miscel-
laneous payroll period, the wages and
the amounts shown in the table must be
placed on a comparable basis. This may
be accomplished by either of the follow-
ing methods:

(1) Adjust the amounts shown in the
table to accord with the number of days
in the period by multiplying such
amounts by the number of days in such
period. The amount of the tax required
to be withheld is determined by applying
the table as adjusted to the total wages
paid for the period.

(2) Reduce the wages paid for the
period to a daily basis by dividing the
total wages by the number of days in
the period. Apply the table to the wages
so determined and multiply the result
by the number of days in the period.

(c) Period not a payroll period. If
wages are paid for a period which is not
a payroll period, the amount to be de-
ducted and withheld under the wage
bracket method shall be the amount ap-
plicable in the case of a miscellaneous
payroll period containing a number of
days (including Sundays and holidays)
equal to the number of days in the period
with respect to which such wages are
paid.

Example. An individual is hired by a con-
tractor to perform services in connection with
a construction project. The number of
withholding exemptions claimed by the in-
dividual is two. Wages were fixed at the
rate of $9 per day, to be paid upon comple-
tion of the project. The project was com-
pleted during 1945 in 12 days, at the end of
which period the individual was paid $90,
representing wages for 10 days' services per-
formed during the period. Under the wage
bracket method the amount to be deducted
and withheld from such wages is determined
by dividing the amount of the wages ($90)
by the number of days in the period (12), the
result being $7.50. The amount of tax re-
quired to be withheld is determined under
the table applicable to a miscellaneous pay-
roll period. Under this table it will be found
that the tax required to be withheld is $1
multiplied by the number of days in such
period, or $12 for the 12-day period.

If, however, the wages were paid In 1946
or a subsequent year, the tax required to be
withheld under the table applicable to a

miscellaneous payroll period to be used for
such years would be $0.80 multiplied by the
number of days in such period, or $9.6C for
the 12-day period.

(d) Wages paid without regard to 2ny
period. If wages are paid without regard
to any period, as, for instance, comris-
sions paid to a salesman upon consum-
mation of a sale, the amount of ta: to
be deducted and withheld shall be de-
termined in the same manner as in the
case of a miscellaneous payroll period
containing a number of days equal to the
number of days (including Sundays and
holidays) which have elapsed since the
date of the last payment of wages by
such employer during the calendar ym ar,
or the date of commencement of employ-
ment with such employer during sach
year, or January 1 of such year, which-
ever is the latest.

Example (1). On April 2, 1945, A is hired by
the X Real Estate Co. to sell real estat on
a commission basis, commissions to be paid
only upon consummation of sales. The
number of withholding exemptions claimed
by A is one. On May 21, 1945, A rece:.ved
a commission of $300. Again, on June 16,
1945, A received a commission of $400. Under
the wage bracket method, the amount of tax
to be deducted and withheld in respec; of
the commission paid on May 21 is $411.50,
which amount is obtained by multiplyring
$0.95 (tax under wage bracket table for a
daily or miscellaneous payroll period where
wages are at least $6 but less than $6.25 a
day) by 50 (number of days elapsed); and
the amount of tax to be withheld with re-
spect to the commission paid on June 16 is
$78, which amount is obtained by multi-
plying $3 (tax under wage bracket table for
a daily or miscellaneous payroll period where
wages are at least $15 but less than $15.50 a
day) by 26 (number of days elapsed).

Example (2). On April 1, 1946, B is hired
by the Y Real Estate Co. to sell real es hate
on a commission basis, commissions tc be
paid only upon consummation of sales. The
number of withholding exemptions claied
by B is one. On May 20, 1946, B received a
commission of $300. Again, on June 15,
1946, B received a commission of $400. Uin-
der the wage bracket method, the amount of
tax to be deducted and withheld in respect
of the commission paid on May 20 is t40,
which amount is obtained by .multiplying
$0.80 (tax under wage bracket table fcr a
daily or miscellaneous payroll period where
wages are at least $6 but less than $6.25
a day) by 50 (number of days elapsed); and
the amount of tax to be withheld with re-
spect to the commission paid on June 15 is
$65, which amount is obtained by multi.tly-
ing $2.50 (tax under wage bracket table for a
daily or miscellaneous payroll period where
wages are at least $15 but less than $15.50
a day) by 26 (number of days elapsed).

Page 246

§ 405.203



Chapter I-Bureau of Internal Revenue

(e) Period or elapsed time less than
one week. (1) It is the general rule that
if wages are paid for a payroll period or
other period of less than one week, the
tax to be deducted and withheld under
the wage bracket method shall be the
amount computed for a daily payroll
period, or for a miscellaneous payroll
period containing the same number of
days (including Sundays and holidays) as
the payroll period, or other period, for
which such wages are paid. In the case
of wages paid without regard to any pe-
riod, if the elapsed time computed as
provided in paragraph (d) of this sec-
tion is less than one week, the same rule
is applicable.

Example (1). During 1945 an employee
having a daily payroll period is paid wages
of $7 per day. The number of withholding
exemptions claimed by the employee is one.
Under the table applicable to a daily payroll
period, the amount of tax to be deducted and
withheld from each such payment of wages
is $1.15.

Example (2). During 1945 an individual
is hired for four days, for which he is paid
wages of $36. The number of withholding
exemptions claimed by him is two. The
amount of tax to be deducted and withheld
under the wage bracket method is $5.20
(4 x $1.30).

Example (3). During 1946 an employee
having a daily payroll period is paid wages of
$7 per day. The number of withholding
exemptions claimed by the employee is one.
Under the table applicable to a daily payroll
period, the amount of tax to be deducted
and withheld from each such payment of
wages is $0.95.

Example (4). During 1946 an individual
is hired for four days, for which he is paid
wages of $36. The number of withholding
exemptions claimed by him is two. The
amount of tax to be deducted and withheld
under the wage bracket method is $4.20 (4 X
$1.05).

(2) If the payroll period, other period,
or elapsed time where wages are paid
without regard to any period, is less than
one week, the employer may, under cer-
tain conditions, elect to deduct and with-
hold the tax determined by the applica-
tion of the wage table for a weekly payroll
period to the aggregate of the wages paid
to the employee during the calendar
week. The election to use the weekly
wage table in such cases is subject to the
limitations and conditions prescribed in
§ 405.202 (d) with respect to employers
using the percentage method in similar
cases.

(f) Rounding off of wage payment.
In determining the amount to be de-

ducted and withheld under the wage
bracket method the wage amount may,
at the election of the employer, be com-
puted to the nearest dollar, Provided,
Such amount is in excess of the highest
wage bracket of the applicable table.
Thus, with respect to wages paid on or
after January 1, 1946, if the payroll pe-
riod of an employee is weekly and the
wage payment of such employee is
$255.25, the employer may compute the

- 19 percent of the excess over $200 as if
the excess were $55 instead of $55.25.
[Regs. 116, 9 F. R. 14573, as amended by T. D.
5492, 11 F. R. 1278]

§ 405.204 Included and excluded
wages. (a) If a portion of the remuner-
ation paid by an employer to his em-
ployee for services performed during a
payroll period constitutes wages, and the
remainder does not constitute wages, all
the remuneration paid the employee for
services performed during such period
shall for purposes of withholding be
treated alike, that is, either all included
as wages or all excluded. The time dur-
ing which the employee performs serv-
ices, the remuneration for which under
section 1621 (a), I. R. C., constitutes
wages, and the time during which he per-
forms services, the remuneration for
which under such section does not con-
stitute wages, determine whether all the
remuneration for services performed
during the payroll period shall be deemed
to be included or excluded.

(b) If one-half or more of the em-
ployee's time in the employ of a particu-
lar person in a payroll period is spent in
performing services the remuneration for
which constitutes wages, then all the re-
muneration paid the employee for serv-
ices performed in that payroll period
shall be deemed to be wages.

(c) If less than one-half of the em-
ployee's time in the employ of a particu-
lar person in a payroll period is spent in
performing services the remuneration for
which constitutes wages, then none of the
remuneration paid the employee for
services performed In that payroll period
shall be deemed to be wages.

Example (1). Employee A is employed by
B who operates a farm and a store. The
remuneration paid A for services on the farm
is excepted as remuneration for agricul-
tural labor, and the remuneration for services
performed In the store constitutes wages.
Employee A is paid on a monthly basis. Dur-
ing a particular month, A works 120 hours on
the farm and 80 hours in the store. None of
the remuneration paid A for services per-
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formed during the month is deemed to be
wages, since the remuneration paid for less
than one-half of the services performed dur-
ing the month constitutes wages.

During another month A works 75 hours
on the farm and 120 hours in the store. All
of the remuneration paid A for services per-
formed during the month is deemed to be
wages since the remuneration paid for one-
half or more of the services performed during
the month constitutes wages.

Example (2). Employee C is employed as a
maid by D, a physician, whose home and of-.
fice are located in the same building. The
remuneration paid C for services in the home
is excepted as remuneration for domestic
service, and the remuneration paid for her
services in the office constitute wages. C is
paid on a weekly basis. During a particular
week C works 20 hours in the home and 20
hours in the office. All of the remuneration
paid C for services performed during that
week is deemed to be wages, since the remu-
neration paid for one-half or more of the
services performed during the week consti-
tutes wages.

During another week C works 22 hours In
the home and 15 hours in the office. None
of the remuneration paid C for services per-
formed during that week is deemed to be
wages, since the remuneration paid for less
than one-half of the services performed dur-
ing the week constitutes wages.

(d) The rules set forth in this section
do not apply (1) with respect to any re-
muneration paid for services performed
by an employee for his employer if the
periods for which remuneration is paid
by the employer vary to the extent that
there is no period which constitutes a
payroll period within the meaning of
section 1621 (b), or (2) with respect to
any remuneration paid for services per-
formed by an employee for his employer
if the payroll period for which remunera-
tion is paid exceeds 31 consecutive days.
In any such case withholding is required
with respect to that portion of such
remuneration which constitutes wages.

§ 405.205 Rights to claim withhold-
ing exemptions. (a) An employee receiv-
ing wages shall on any day be entitled to
withholding exemptions as provided in
section 1622 (h) (1), I. R. C. In order to
receive the benefit of such exemptions,
the employee must file with his employer
a withholding exemption certificate as
provided in section 1622 (h) (2). See
§ 405.206.

(b) The number of exemptions to
which an employee is entitled on any day
depends upon his status as single or mar-
ried, upon the number of his dependents,
and if married, upon the number of ex-
emptions claimed by his spouse.

(c) A single person is entitled to one
withholding exemption for himself.

(d) A married person is entitled to one
withholding exemption for himself and
one for his spouse, unless his spous-, is
employed and claims the withholding
exemption for herself. Thus, a mar-
ried couple is entitled to one withhold-
ing exemption for each spouse and t hey
each may claim one exemption, bu- if
one spouse does not claim his exempt ion
the other spouse may claim both.

(e) For the purpose of determining the
number of withholding exemptions to
which an employee is entitled for h: m-
self or his spouse on any day, the (M-
ployee's status as a single person or a
married persori and, if married, whether
a withholding exemption is claimed by
his spouse, shall be determined as of
such day. For example, a married cm-
ployee having no dependents has in ef-
fect a withholding exemption certificate
claiming one exemption for himself and
one for his wife. On February 5, 1945,
his wife dies. On February 6, 1945, the
employee has the status of a single per-
son and hence is entitled to a withhcld-
ing exemption for himself only. Ac-
cordingly, he is required to file a r.ew
withholding exemption certificate with-
in 10 days from the date of death of his
wife claiming not more than one wiuh-
holding exemption.

(f) Subect to the limitations stated
below, an employee shall also be entitled
on any day to a withholding exemption
for each individual who may be reason-
ably expected to be his dependent for
the taxable year beginning in the cal-
endar year in which such day falls.
For the purposes of the withholding ex-
emption for an individual who may be
reasonably expected to be a dependent,
the following subparagraphs (1) to 3)
of this section shall apply:

(1) The determination that an In-
dividual may or may not be reasonaly
expected to be a dependent shall be
made on the basis of facts existing at
the beginning of the day for whicL a
withholding exemption for such Inil-
vidual is to be claimed. The individual
in respect of whom an exemption is
claimed must be in existence and bear
the required relationship to the e:n-
ployee on the day in question.

(2) The determination that an inii-
vidual may or may not be reasonably
expected to be a dependent shall be
made for the taxable year of the em-
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ployee under chapter 1 of the Internal
Revenue Code in respect of which
amounts deducted and withheld under
subchapter D of chapter 9 of such Code
in the calendar year in which the day in
question falls are allowed as a credit.
In general, amounts deducted and with-
held under subchapter D of chapter 9
during any calendar year are allowed as
a credit against the tax imposed by
chapter 1 for the taxable year which be-
gins in, or with, such calendar year.
For example, in order for an employee to
be able to claim for the calendar year
1945 a withholding exemption with re-
spect to a particular individual (other
than the employee's spouse) there must
be a reasonable expectation that the
employee will be allowed a surtax ex-
emption with respect to such individual
under section 25 (b), I. R. C., for his in-
come tax taxable year 1945. Similarly,
in order for an employee to be able to
claim for the calendar year 1946 a with-
holding exemption with respect to a par-
ticular individual (other than the em-
ployee's spouse) there must be a reason-
able expectation that the employee will
be allowed an exemption with respect to
such individual under section 25 (b) for
his income tax taxable year 1946.

(3) For the employee to be entitled on
any day of the calendar year to a with-
holding exemption for an individual as
a dependent, such individual must on
such day be reasonably expected to re-
ceive less than $500 of gross income for
such calendar year, receive over half of
his support from the employee during
such calendar year, and be related to the
employee in one of the relationships spec-
ified in section 25 (b) (3).

(g) If an employee undertakes the
support of an individual before July 1 of
any calendar year and intends to support
such individual for the rest of such year,
it will be considered reasonable for such
employee to claim for the purposes of the
withholding exemption that he expects
to furnish more than half the support of
such individual for such calendar year.

(h) An employee is not entitled to
claim a withholding exemption for an
individual otherwise reasonably expected
to be a dependent of the employee if such
individual is a citizen of a foreign coun-
try, unless such individual is at any time
during the calendar year a resident of the
United States, Canada, or Mexico.
[Regs. 116, 9 F. P. 14573, as amended by
T. D. 5492, 11 F. R. 12791

§ 405.206 Withholding exemption cer-
tificates. (a) Except as hereinafter pro-
vided, every employee receiving wages
shall furnish his employer a signed with-
holding exemption certificate, on Form
W-4, relating to the number of with-
holding exemptions which he claims,
which shall in no event exceed the num-
ber to which he is entitled. The employer
is required to request a withholding ex-
emption certificate from each employee,
but if the employee fails to furnish such
certificate, such employee shall be con-
sidered as claiming no withholding ex-
emptions. Forms of certificate (Form
W-4) will be supplied employers upon
request to the collector for the district.
In lieu of the prescribed form of certifi-
cate, employers may prepare and use
a form which includes contents identical
with the prescribed form. The certifi-
cates must be retained by the employer
as a supporting record of the withhold-
ing exemption allowed.

(b) Except as hereinafter provided, a
withholding exemption certificate shall
be furnished the employer by the em-
ployee on or before the date of the com-
mencement of employment with the
employer.

(c) Section 1622 (h) (2) (B), I. R. C.,
provides for the filing of new withholding
exemption certificates when any change
occurs which affects the number of with-
holding exemptions to which an em-
ployee is entitled. If, on any day during
the calendar year, such number is more
than the number of withholding exemp-
tions claimed by the employee on the
withholding exemption certificate then
in effect, the employee may furnish the
employer with a new withholding exemp-
tion certificate on which the employee
must in no event claim more than the
number of withholding exemptions to
which he is entitled on such day.

(d) If, however, on any day during the
calendar year, the number of withhold-
ing exemptions to which the employee is
entitled is less than the number of with-
holding exemptions claimed by the em-
ployee on the withholding exemption
certificate then in effect, the employee
must within 10 days after the change
occurs furnish the employer with a new
withholding exemption certificate relat-
ing to the number of withholding ex-
emptions which the employee then
claims, which must in no event exceed
the number to which he is entitled on
such day. The number of withholding
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exemptions claimed on a withholding ex-
emption certificate previously filed may
exceed the number to which the em-
ployee is entitled because of the fol-
lowing:

(1) The employee's wife (or husband)
for whom the employee has been claim-
ing a withholding exemption dies, is di-
vorced, or claims her (or his) own with-
holding exemption on a separate cer-
tificate.

(2) The support of an individual for
whom the employee has been claiming a
withholding exemption is taken over by
someone else, so that it can no longer be
reasonably expected that the employee
will furnish over half of the support of
such individual for the particular cal-
endar year.

(3) The employee finds that an in-
dividual claimed as a dependent on a
withholding exemption certificate will
receive $500 or more of gross income of
his or her own during the current cal-
endar year.

(e) Before December 1 of each year,
every employer should request his em-
ployees to file amended withholding
exemption certificates for the ensuing
year, in the event of change in their
exemption status since the filing of their
latest certificates.

(f) If on any day during the calendar
year the number of withholding exemp-
tions to which the employee will be, or
may be reasonably expected to be, en-
titled at the beginning of his next taxable
year under chapter 1 of the Internal
Revenue Code is different from the num-
ber to which the employee is entitled on
such day, the following rules shall be
applicable:

(1) If such number is greater than
the number of withholding exemptions
claimed in a withholding exemption cer-
tificate in effect on such day, the em-
ployee may, on or before December 1 of
the year in which such change occurs,
unless such change occurs in December,
furnish his employer with a new with-
holding exemption certificate reflecting
the increase in the number of withhold-
ing exemptions. If the change occurs in
December, the certificate may be fur-
nished on or after the date on which the
change occurs.

(2) If such number is less than the
number of withholding exemptions
claimed in a withholding exemption cer-

tificate In effect on such day, the 3m-
ployee must, on or before December I of
the year in which the change occurs, un-
less such change occurs in December,
furnish his employer with a new with-
holding exemption certificate refiec';ing
the decrease In the number of withhold-
Ing exemptions. If the change occurs in
December, the new certificate must be
furnished within 10 days of the datE on
which the change occurs.

(g) Thus, for example, a decrease In
the number of withholding exemptions to
which an employee is entitled at the be-
ginning of the next taxable year urder
chapter 1 of the Internal Revenue Code
results when a dependent of the om-
ployee dies; when the employee ceases
late in the year to support an indivic ual
so that it is not reasonable to expect that
more than half of the individual's sup-
port will be received from the emplcyee
during the ensuing year; when a de-
pendent of the employee begins to re-
ceive income late In the year so that it
is reasonable to expect that the de-
pendent will have a gross income of $500
or more for the ensuing year.

(h) No withholding exemption certifi-
cate Is required to be furnished to his em-
ployer by an individual under 16 year of
age performing services in the delivery or
distribution of newspapers or shoplping
news unless such individual is paid wages
by such employer in an amount in excess
of the amount of one withholding exerip-
tion applicable in respect of such wages.

(i) Section 1626 (d), I. R. C., proviles
criminal penalties applicable with respect
to individuals who are required under
section 1622 (h) to furnish to their em-
ployers information relating to the num-
ber of withholding exemptions claimed.
The penalties are imposed upon any such
individual (1) who willfully supplies fe Ise
or fraudulent information, or (2) who
willfully fails to supply information
which would increase the tax requi::ed
to be withheld at the source on his
wages. The penalty in each instance is a
fine of not more than $500 or imprison-
ment for not more than one year, or
both. Such penalties are in lieu of Eny
penalties otherwise provided by law for
failure to furnish the information re-
quired by section 1622 (h) or for the fur-
nishing of false or fraudulent inforn-.a-
tion under such section.
[Regs. 116, 9 F. R. 14573, as amended by T. D.
5492, 11 F. R. 12791
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§ 405.207 When withholding exemp-
tion certificates effective. (a) A with-
holding exemption certificate furnished
the employer in cases in which no previ-
ous withholding exemption certificate is
in effect with respect to such employer,
shall take effect as of the beginning of
the first payroll period ending, or the first
payment of wages made without regard
to a payroll period, on or after the date
on which such certificate is so furnished.

(b) A withholding exemption certifi-
cate furnished the employer in cases in
which a previous withholding exemption
certificate is in effect with respect to such
employer shall, except as hereinafter
provided, take effect with respect to the
first payment of wages made on or after
the first status determination date which
occurs at least 30 days from the date on
which such certificate is so furnished.
However, at the election of the employer,
except as hereinafter provided, such cer-
tificate may be made effective with re-
spect to any payment of wages made on
or after the date on which such certifi-
cate Is so furnished.

(c) A withholding exemption certifi-
cate furnished the employer pursuant to
section 1622 (h) (2) (C), I. R. C., that is,
where the change affects only the next
year, shall not take effect, and may not be
made effective, with respect to the calen-
dar year in which the certificate is
furnished.

(d) For the purposes of this section
the term "status determination date"
means January 1 and July 1 of each year.

(e) A withholding exemption certifi-
cate which takes effect under section 1622
(h) shall continue in effect with respect
to the employee until another withhold-
ing exemption certificate takes effect
under such section.

§ 405.209 Supplemental wage pay-
ments-(a) In general. (1) An em-
ployee's remuneration may consist of
wages paid for a payroll period and sup-
plemental wages, such as bonuses, com-
missions, and overtime pay, paid for the
same or a different period, or without re-
gard to a particular period. When such
supplemental wages are paid (whether or
not at the same time as the regular
wages) the amount of the tax required to
be withheld under section 1622 (a), I. R.
C. (the percentage method), or under
section 1622 (c) (the wage bracket
method) shall be determined as follows:

819596-49-18

(2) The supplemental wages shall be
aggregated with the wages paid for the
payroll period, or, if not paid concur-
rently, shall be aggregated with the
wages paid for the last preceding payroll
period within the same calendar year or
the current payroll period, and the
amount of tax to be withheld shall be de-
termined as if the aggregate of the sup-
plemental wages and the regular wages
constituted a single wage payment for
the regular payroll period.

Example (1). A is employed as a sales-
man at a monthly salary of $100 plus com-
missions on sales made during the month.
The number of withholding exemptions
claimed is one. During January 1945 A
earned $275 in commissions, which together
with the salary of $100 was paid on February
10, 1945. Under the wage bracket method
the amount of the tax required to be with-
held is shown in the table applicable to a
monthly payroll period. Under this table
it will be found that the amount of tax
required to be withheld is $70.

Example (2). B is employed at a salary
of $3,000 per anum paid semimonthly on the
15th day and the last day of each month,
plus a bonus and commission determined at
the end of each 3-month period. The num-
ber of withholding exemptions claimed is
four. The bonus and commission for the
3-month period ending on March 31, 1945,
amount to $250, which was paid on April 10,
1945. Under the wage bracket method, the
amount of tax required to be withheld on the
aggregate of the bonus of $250 and the last
preceding semimonthly wage payment of
$125, or $375, is $62.60. Since tax in the
amount of $8.80 was withheld on the semi-
monthly wage payment of $125, the amount
to be withheld on April 10, 1945, is $53.80.

Example (3). C is employed as a salesman
at a monthly salary of $100 plus commissions
on sales made during the month. The
number of withholding exemptions claimed
is one. During January 1946 C earned $275
in commissions, which together with the sal-
ary of $100 was paid on February 9, 1946.
Under the wage bracket method the amount
of the tax required to be withheld is shown
in the table applicable to a monthly payroll
period. Under this table it will be found
that the amount of tax required to be with-
held is $58.10.

Example (4). D is employed at a salary
of $3,000 per anum paid semimonthly on the
15th day and the last day of each month,
plus a bonus and commission determined
at the end of each 3-month period. The
number of withholding exemptions claimed
is four. The bonus and commission for the
3-month period ending on March 31, 1946,
amount to $250, which was paid on April 10,
1946. Under the wage bracket method, the
amount of tax required to be withheld on the
aggregate of the bonus of $250 and the last
preceding semimonthly wage payment of
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$125, or $375, is $50.60. Since tax in the
amount of $5.70 was witheld on the semi-
monthly wage payment of $125, the amount
to be withheld on April 10, 1946, is $44.90.

(b) Special rule where aggregate with-
holding exemption exceeds wages paid.
If supplemental wages are paid to an
employee during a calendar year for a
period which involves two or more con-
secutive payroll periods the wages for
which are also paid during such calen-
dar year and the aggregate of the wages
paid for such payroll periods is less than
the aggregate of the amounts determined
under the table provided in section 1622
(b) (1), I. R. C., as the withholding ex-
emptions applicable for such payroll
periods, the amount of the tax required
to be withheld on the supplemental wages
shall be computed as follows:

(1) Determine an average wage for
each of such payroll periods by dividing
the sum of the supplemental wages and
the wages paid for such payroll periods
by the number of such payroll periods.

(2) Determine a tax for each pay-
roll period as if the amount of the av-
erage wage constituted the wages paid
for such payroll period.

(3) From the sum of the taxes com-
puted on the basis of the average wage
per payroll period subtract the sum of
the taxes previously withheld for such
payroll periods and the remainder, if
any, shall constitute the amount of the

tax to be withheld upon the supple-
mental wages.

The rules prescribed in this paragraph
shall, at the election of the employer,
be applied in lieu of the rules prescribed
in paragraph (a) of this section except
that this paragraph shall not be applica-
ble in any case in which the payroll
period of the employee is less than one
week.

Example (1). An employee has a weekly
payroll period ending on Saturday of each
week, the wages for which are paid on Tues-
day of the succeeding week. On the 10th day
of each month he is paid a bonus based upon
production during the payroll periods for
which wages were paid in the preceding
month. The employee was paid a weekly
wage of $35 on each of the five Tuesdays
occurring on January 1945. On February
10, 1945, the employee was paid a bonus of
$125 based upon production during the five
payroll periods covered by the wages paid in
.January. On the date of payment of the
bonus, the employee, who is married and has
two children, has a withholding exemption
certificate in effect claiming four withholding

exemptions. The amount of the tax 'o be
withheld from the bonus paid on February
10, 1945, is computed as follows:

Wages paid in January 1945 for five
payroll periods (5X$35) -------- $15.00

Bonus paid February 10, 1945 ------- 125.00

Aggregate of wages and bonus- -_ 300.00
Average wage per payroll period

($3005) --------------------- 30.00

Computation of tax under percent-
age method:

Tax at 2.7 percent on ($60-
$11) ------------------- $1.32

Tax at 18 percent on ($60-
$44) ------------------- 2.88

Tax at 19.8 percent -------- None

Tax on average wage for one
week -------------------- 4.20

Tax on average wage for five weeks-- 21.00
Less: Tax previously withheld on

weekly wage payments of $35-
$0.65 per week for five weeks ------ 3.25

Tax to be withheld on supplemental
wages -------------------------- 7.75

Computation of tax under wage
bracket method:

Tax on $60 wage under weekly
wage table--4.60 per week for
five weeks -----------------

Less: Tax previously withheld on
weekly wage payments of $35-

23.00

$0.70 per week for five weeks ----- 3.50

Tax to be withheld on supplemental
wages -------------------------- 9.50

Example (2). An employee has a weekly
payroll period ending on Saturday of each
week, the wages for which are paid on 'Wed-
nesday of the succeeding week. On the 11th
day of each month he is paid a bonus based
upon production during the payroll periods
for which wages were paid in the precoding
month. The employee was paid a weekly
wage of $35 on each of the five Wedne,;days
occurring in January 1946. On February 11,
1946, the employee was paid a bonus of $125
based upon production during the five pay-
roll periods covered by the wages pa.d in
January. On the date of payment o: the
bonus, the employee, who is married an I has
two children, has a withholding exemltion
certificate in effect claiming four withholding
exemptions. The amount of the tax ,;o be
withheld from the bonus paid on Feb:.uaxy
11, 1946, is computed as follows:

Wages paid in January 1946 for five
payroll periods (5X$35) -------- $115.00

Bonus paid February 11, 1946 ---- 1:15.00

Aggregate of wages and bonus--- 300.00
Average wage per payroll period ,

($300 5) ----------------------- 30.00
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Computation of tax under percentage
method:

Tax at 17 percent on ($60-$44) --- $2.72
Tax at 19 percent --------------- None

Tax on average wage for one week. 2.72

Tax on average wage for five weeks 13.60
Less: Tax previously withheld on

weekly wage payments of $35..- None

Tax to be withheld on supplemental
wages -------------------------- 13.60

Computation of tax under wage
bracket method:

Tax on $60 wage under weekly
wage table-$3.10 per week for
five weeks -------------------- 15.50

Less: Tax previously withheld on
weekly payments of $35 ----------- None

Tax to be withheld on supplemental

wages -------------------------- 15.50

(c) Vacation allowances. Amounts of
so-called "vacation allowances" shall be
subject to withholding as though they
were regular wage payments made for
the period covered by the vacation. If
the vacation allowance is paid in addi-
tion to the regular wage payment for
such period, the rules applicable with
respect to supplemental wage payments
shall apply to such vacation allowance.
[Regs. 116, 9 F. R. 14573, as amended by T. D.
5431, 10 F. R. 812, T. D. 5492, 11 F. R. 1279]

§ 405.210 Wages paid for payroll
period of more than one year. If wages
are paid to an employee for a payroll
period of more than one year, for the
purpose of determining the amount of
tax required to be deducted and with-
held in respect of such wages:

(a) Under the percentage method, the
amount of the tax shall be determined as
if such payroll period constituted an
annual payroll period, and

(b) Under the wage bracket method,
the amount of the tax shall be deter-
mined as if such payroll period con-
stituted a miscellaneous payroll period of
365 days.

§ 405.211 Wages paid on behalf of
two or more employers. (a) If a pay-
ment of wages is made to an employee by
an employer through an agent, fiduciary,
or other person who also has the control,
receipt, custody, or disposal of, or pays
the wages payable by another employer
to such employee, the amount of the tax
required to be withheld on each wage
payment made through such agent, fidu-
ciary, or person shall, whether the wages

are paid separately on behalf of each
employer or paid in a lump sum on be-
half of all such employers, be deter-
mined upon the aggregate amount of
such wage payment or payments in the
same manner as if such aggregate
amount had been paid by one employer.
Hence, under either the percentage
method or the wage bracket method the
tax shall be determined upon the aggre-
gate amount of the wage payment.

(b) In any such case, each employer
shall be liable for the return and payment
of a pro rata portion of the tax so de-
termined, such portion to be determined
in the ratio which the amount contrib-
uted by the particular employer bears to
the aggregate of such wages.

For example, three companies maintain a
central management agency which carries on
the administrative work of the several com-
panies. The central agency organization con-
sists of a staff of clerks, bookkeepers, stenog-
raphers, etc., who are the common employees
of the three companies. The expenses of
the central agency, including wages paid to
the foregoing employees, are borne by the
several companies in certain agreed propor-
tions. Companies X and Y each pay 40 per-
cent and Company Z pays 20 percent. The
amount of the tax required to be withheld
on the wages paid to persons employed in the
central agency should be determined in ac-
cordance with the provisions of this section.
In such event, Companies X and Y are each
liable as employers for the return and pay-
ment of 40 percent of the tax required to be
withheld and Company Z is liable for the re-
turn and payment of 20 percent of the tax.

(c) A fiduciary, agent, or other person
acting for two or more employers may be
authorized to withhold the tax under
section 1622, I. R. C., with respect to the
wages of the employees of such em-
ployers. Such fiduciary, agent, or other
person may also be authorized to make
and file returns of the tax withheld at
source on such wages and to furnish the
receipts required under section 1625. Ap-
plication for authorization to perform
such acts should be addressed to the
Commissioner of Internal Revenue,
Washington 25, D. C. If such authority
is granted by the Commissioner, all pro-
visions of law (including penalties) and
regulations prescribed in pursuance of
law applicable in respect of an employer
shall be applicable to such fiduciary,
agent, or other person. However, the
employer for whom such fiduciary, agent,
or other person acts shall remain subject
to all provisions of law (including penal-
ties) and regulations prescribed In pur-
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suance of law applicable in respect of
employers.

§ 405.212 Withholding on basis of
average wages. The Commissioner may
authorize the employer to withhold the
tax under section 1622, I. R. C., on the
basis of the employee's average estimated
wages, with necessary adjustments, for
any quarter. Before using such method
the employer must receive authorization
from the Commissioner. Applications
to use such method must be accompanied
by evidence establishing the need for the
use of such method.

SUBPART D-LIABILITY FOR TAX

§ 405.301 Liability for tax. (a) The
employer is required to collect the tax by
deducting and withholding the amount
thereof from the employee's wages as and
when paid, either actually or construc-
tively. As to when wages are construc-
tively paid, see § 405.1. An employer is
required to deduct and withhold the tax
notwithstanding the wages are paid in
something other than money (for ex-
ample, wages paid in stocks or bonds;
see § 405.101) and to pay the tax to the
collector or duly designated depositary of
the United States, as the case may be, in
money. If wages are paid in property
other than money, the employer should
make necessary arrangements to insure
that the amount of the tax required to
be withheld is available for payment to
the collector.

(b) Every person required to deduct
and withhold the tax under section 1622,
I. R. C., from the wages of an employee
is liable for the payment of such tax
whether or not it is collected from the
employee. If, for example, the employer
deducts less than the correct amount of
tax, or if he fails to deduct any part of
the tax, he is nevertheless liable for the
correct amount of the tax. However, if
the employer in violation of the provi-
sions of section 1622 fails to deduct and
withhold the tax, and thereafter the in-
come tax against which the tax under
section 1622 may be credited is paid, the
tax under section 1622 shall not be 'col-
lected from the employer. Such payment
does not, however, operate to relieve the
employer from liability for penalties or
additions to the tax for failure to deduct
and withhold within the time prescribed
by law or regulations made in pursuance
of law. The employer will not be relieved
of his liability for payment of the tax re-
quired to be withheld unless he can show

that the tax against which the tax under
section 1622 may be credited has been
paid.

(c) The amount of any tax with:aeld
and collected by the employer is a special
fund in trust for the United States.

(d) The employer or other person re-
quired to deduct and withhold the tax
under section 1622 is relieved of liability
to any other person for the amount of
any such tax withheld and paid to the
collector or deposited with a duly desig-
nated depositary of the United States.

(e) Section 2707, I. R. C., provides
severe penalties for a willful failur3 to
pay, collect, or truthfully account for and
pay over, the tax imposed by section 1622,
or for a willful attempt in any manner to
evade or defeat the tax. Such penalties
may be incurred by any person, including
the employer, and any officer or employee
of a corporate employer, or member or
employee of any other employer, who as
such employer, officer, employee, or
member is under a duty to perform the
act in respect of which the violation
occurs.

SUBPART E-CREDIT FOR TAX WITHHELD

§ 405.401 Nondeductibility of tax and
credit for tax withheld. (a) The taN de-
ducted and withheld at the source upon
wages shall not be allowed as a deduction
either to the employer or the recir ient
of the income in computing net income
under chapter 1 of the Internal Revenue
Code. The entire amount of the wiges
from which the tax is withheld sha: 1 be
included in gross income in the rel;urn
required to be made by the recipient of
the income without deductions for :;uch
tax. The tax withheld at source, l*ow-
ever, is allowable as a credit against the
tax imposed by chapter 1 of the Internal
Revenue Code upon the recipient of the
income. If the tax has actually been
withheld at the source, credit or refund
shall be made to the recipient of the in-
come even though such tax has not been
paid over to the Government by the em-
ployer. See section 322, I. R. C. For the
purpose of the credit, the recipient of the
income is the person subject to tax im-
posed under chapter 1 of the Internal
Revenue Code upon the wages from
which the tax was withheld. For in-
stance, if a husband and wife domiciled
in a community property State make
separate returns, each reporting for in-
come tax purposes one-half of the wges
received by the husband, each spou:;e is
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entitled to one-half of the credit allow-
able for the tax withheld at source with
respect to such wages.

(b) The credit for tax withheld at
source during a calendar year shall be
allowed against the tax imposed by chap-
ter 1 of the Internal Revenue Code for
the taxable year of the recipient of the
income which begins in such calendar
year. If such recipient has more than
one taxable year beginning in such cal-
endar year, the credit shall be allowed
against the tax for the last taxable year
so beginning.

SUBPART F-RECEIPTS

§ 405.501 Receipts for tax withheld
at source on wages- (a) In general. (1)
With respect to wages paid before Jan-
uary 1, 1946, every employer or other
person required to deduct and withhold
tax shall furnish to each employee from
whose wages taxes are withheld the orig-
inal and duplicate of Form W-2, showing
the name and address of the employer,
the name and address of the employee,
the wages paid, and the amount of tax
withheld during the calendar year. With
respect to wages paid on or after Janu-
ary 1, 1946, every employer or other per-
son making payment of wages is required
to furnish to each employee from whose
wages taxes are withheld, or would be
withheld if such employee had claimed
no more than one withholding exemp-
tion, the original and duplicate of Form
W-2, showing the name and address of
the employer, the name and address of
the employee, the wages paid, the
amount of tax withheld, if any, during
the calendar year, even though no tax
is required to be deducted and withheld
with respect to such employee's wages.
For example, if the table method is used,
a withholding statement must be fur-
nished each employee whose earnings
during any payroll period are equal to or
in excess of the smallest wage for which
tax must be withheld from employees
claiming one exemption. If the percent-
age computation method is used, a with-
holding statement must be furnished
each employee whose wages during any
payroll period are in excess of one with-
holding exemption for such payroll
period as shown in the percentage
method withholding table contained in
section 1622 (b) (1), I. R. C. Such re-
ceipt on Form W-2 shall not show re-
muneration which does not constitute
wages within the meaning of section
1621, I. R. C. Receipts prepared in sub-

stantially like form and size as Form
W-2, but in no case larger than 8 by
3% inches, will be acceptable if approved
by the Commissioner.

(2) The statement on Form W-2 shall
be furnished to the employee on or
before January 31 of the succeeding cal-
endar year, or if his employment is ter-
minated before the close of such calendar
year, on the day on which the last pay-
ment of wages is made.

(b) Extension of time for furnishing
statements to employees. An extension
of time, not exceeding 30 days, within
which to furnish the Withholding Re-
ceipt (Form W-2)) required by section
1625 (a) upon termination of em-
ployment is hereby granted to any em-
ployer with respect to any employee
whose employment is terminated during
the calendar year. In the case of inter-
mittent or interrupted employment
where there is reasonable expectation
on the part of both employer and em-
ployee of further employment, there is
no requirement that a Withholding Re-
ceipt be immediately furnished the em-
ployee; but when such expectation ceases
to exist, the statement must be furnished
within 30 days from that time.

(c) Form 1099 information returns.
The making of information returns,
Form 1099, will not be required with re-
spect to any wages from which the tax
has been withheld, provided the tripli-
cates of the Withholding Receipts (Form
W-2a) are submitted with the last quar-
terly return (Form W-1) for the year.

(d) Penalties for fraudulent receipt
or failure to furnish receipt. Section
1626 imposes criminal and civil penalties
for the willful failure to furnish a receipt
in the manner, at the time, and showing
the information required under section
1625, I. R. C., or regulations prescribed
thereunder or for willfully furnishing a
false or fraudulent receipt. The crim-
inal penalty is a fine of not more than
$1,000 or imprisonment for not more than
one year, or both, and the civil penalty is
a fine of not more than $50 for each such
violation. Such penalties are in lieu of
any other penalties provided by law re-
specting the failure to furnish a receipt
or the furnishing of a false or fraudu-
lent receipt.
[Regs. 116, 9 F. R. 14573, as amended by T. D.
5492, 11 F. R. 1279]

NOTE: Treasury Decision 5650, Aug. 25,
1948, appearing at 13 F. R. 5049, provides as
follows:
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Section 405.501 of Regulations 116 as
amended by Treasury Decision 5492, approved
January 30, 1946 (26 CPR 405.501), provides
that employers and other persons required to
deduct and withhold Federal Income tax shall
furnish to employees a receipt on Form W-2
for tax withheld at the source on wages.
Form W-2 has been revised and the revised
form is identified as "Form W-2 (Revised
July 1948) ". In view of the date of such re-
vision of Form W-2, such § 405.501 will not
be construed to require the use of Form W-2
(Revised July 1948) prior to the first day of
the third month following the month in
which this Treasury decision becomes effec-
tive. Where an employer, with the approval
of the Commissioner of Internal Revenue, has
had printed a substantial supply of Form
W-2 for use for the calendar year 1948, per-
mission will be granted for him to use such
Form W-2 for taxes deducted and withheld
during the entire calendar year 1948, pro-
vided such Form W-2 is overstamped or
otherwise changed to conform substantially
to Form W-2 (Revised July 1948). Applica-
tion for such permission should be addressed
to the Commissioner of Internal Revenue,
Washington 25, D. C.

SUBPART G-RETURNS AND PAYMENT OF TAX

§ 405.601 Return and payment of in-
come tax withheld on wages. (a) Every
person required, under the provisions of
section 1622, I. R. C., to deduct and with-
hold the tax on wages shall make a re-
turn and pay such tax on or before the
last day of the month following the close
of each of the quarters ending March 31,
June 30, September 30, and December 31.
Such return is to be made on Form W-1,
Return of Income Tax Withheld on
Wages, and must be filed with the col-
lector of internal revenue for the district
in which is located the principal place of
business or office of the employer, or if
he has no principal place of business or
office, then in the district in which is
located his legal residence. There shall
be included with the return filed for the
fourth quarter of the calendar year or
with the employer's final return, if filed
at an earlier date, the triplicate of each
withholding tax receipt (Form W-2a)
furnished employees.

(b) The triplicate Forms W-2a, when
filed with the collector, must be accom-
panied by Form W-3 and a list (prefer-
ably in the form of an adding machine
tape) of the amounts shown on Forms
W-2. If an employer's total payroll con-
sists of a number of separate units or
establishments, the triplicate Forms
W-2a may be assembled accordingly and
a separate list of tape submitted for each
unit. In such case, a summary list or

tape should be submitted, the total of
which will agree with the correspond-
ing entry to be made on Form VT-3.
Where the number of triplicate receipts
is large, they may be forwarded in
packages of convenient size. When this
is done, the packages should be iden-
tified with the name of the emplcyer
and consecutively numbered and Form
W-3 should be placed In package
No. 1. The number of packages shculd
be indicated immediately after the em-
ployer's name on Form W-3. The tax
return, Form W-1, and remittance in
cases of this kind should be filed in the
usual manner, accompanied by a brief
statement that Forms W-2a and W-3 are
in separate packages.

(c) Every person required to withtold
and pay any tax under section 1622 shall
keep such records as will indicate the
names and addresses of the persons em-
ployed during the year payments to
whom are subject to withholding, the pe-
riods of employment, and the amounts
and dates of payment to such persons.
No specific form for such records has been
prescribed. Such records shall be kept at
all times available for inspection by in-
ternal revenue officers.

(d) The return must be signed by the
employer or other person required to
withhold and pay the tax and shall con-
tain or be verified by a written declara-
tion that it is made under the penal;les
of perjury.

(e) If the person required to withhold
and pay the tax under section 1622 is a
corporation, the return shall be made In
the name of the corporation and shall
be signed and verified by the president,
vice president, or other principal offi'er.

(f) With respect to any tax required to
be withheld under section 1622 by a fidu-
ciary, the return shall be made in the
name of the individual, estate, or trust
for which such fiduciary acts, and shall be
signed and verified by such fiduciary. In
the case of two or more joint flduciaries
the return shall be signed and veribled
by one of such fiduciaries.

(g) If the United States, a State, Ter-
ritory, or political subdivision, or the Dis-
trict of Columbia, or any agency on in-
strumentality of any one or more of the
foregoing, is the employer, the returr. of
the tax may be made by the officer or em-
ployee having control of the payment of
wages or other officer or employee ap-
propriately designated for that purpose.
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(h) Preaddressed Forms W-1 mailed
by collectors to employers should be used
in filing returns. If the preaddressed
form is lost, a new one should be request-
ed if sufficient time remains before the
filing date. Should it be necessary to use
a blank form not preaddressed, care
should be exercised to show the employ-
er's name exactly as it appeared on
previous returns.

(i) Except in the case of quarterly ad-
justments, as explained in § 405.701, a re-
turn on Form W-1 may not be made for
more than one calendar quarter of the
year, nor may a portion of one calendar
quarter be included with a portion of an-
other calendar quarter in a single return
on Form W-1 even though the entire
period does not exceed three months.

§ 405.602 Final returns. The last re-
turn on Form W-1 for any employer re-
quired to withhold and pay any tax under
section 1622, I. R. C., who during the cal-
endar year either goes out of business or
otherwise ceases to pay wages, shall be
marked "final return" by such employer.
Such final return shall be filed with the
collector on or before the thirtieth day
after the date on which the final payment
of wages is made for services performed
for such employer, and shall plainly show
the period covered and also the date of
the last payment of wages. There shall
be executed as part of each final return
a statement giving the address at which
the records required by this section will
be kept, the name of the person keeping
such records, and, if the business has
been sold or otherwise transferred to an-
other person, the name and address of
such person and the date on which such
sale or other transfer took effect. If no
such sale or transfer occurred or the em-
ployer does not know the name of the
person to whom the business was sold or
transferred, that fact should be included
in the statement. An employer who has
only temporarily ceased to pay wages, in-
cluding an employer engaged in seasonal
activities, shall continue to file returns,
but shall enter on the face of any return
on which no tax is required to be re-
ported a statement showing the date of
the last payment of wages and the date
when he expects to resume paying wages.

§ 405.603 Use of prescribed forms.
Copies of the prescribed return forms will
so far as possible be regularly furnished
employers by collectors without applica-
tion therefor. An employer will not be
excused from making a return, however,

by the fact that no return form has been
furnished to him. Employers not sup-
plied with the proper forms should make
application therefor to the collector in
ample time to have their returns pre-
pared, verified, and filed with the collec-
tor on or before the due date. If the
prescribed form Is not available, a state-
ment made by the employer disclosing
the amount of taxes due may be accepted
as a tentative return. If filed within the
prescribed time the statement so made
will relieve the employer from liability
for the addition to tax imposed for the
delinquent filing of the return by section
3612 (d) (1), I. R. C. (see § 405.804):
Provided, That without unnecessary de-
lay such tentative return is supple-
mented by a return made on the proper
form.

§ 405.604 Penalties for false returns.
Subsection (b) of section 1630 provides
for penalties in the case of any person
who willfully makes and subscribes any
return, statement, or other document,
which contains or Is verified by a written
declaration that it is made under the
penalties of perjury, and which he does
not believe to be true and correct as to
every material matter. Such person
shall be guilty of a felony, and, upon
conviction, shall be subject to the penal-
ties prescribed for perjury in section 125
of the Criminal Code.

§ 405.605 Use of Government deposi-
taries in connection with payment of
taxes. It will be the duty of every em-
ployer who withheld more than $100
during the month to pay, within 15 days
after the close of each calendar month, to
a depositary and financial agent au-
thorized by the Secretary of the Treasury
to receive deposits of withheld taxes, pur-
suant to section 1631, I. R. C., all funds
withheld as taxes during that calendar
month. (All banks insured by the Federal
Deposit Insurance Corporation are eligi-
ble to qualify as depositaries and finan-
cial agents.) On or before the last day of
the month following the close of each
quarter of each calendar year, every em-
ployer shall make a return on Form W-1
to the collector of his district, covering
the aggregate amount of taxes withheld
during that quarter, and attach to such
return, as payment for the taxes shown
thereon, receipts in the form approved
by the Secretary of the Treasury, issued
by the authorized depositary and finan-
cial agent evidencing the payment of
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funds withheld as taxes; Provided, how-
ever, That for taxes withheld during the
last month of the quarter the employer
may either include with his return direct
remittance to the collector for the
amount of the taxes withheld during
such last month of the quarter or attach
to such return a receipt evidencing the
payment of the taxes withheld during
such last month to a depositary on or
before the last day of the month follow-
ing the close of the quarter. The em-
ployer may obtain from his local bank
the names and locations of the nearby
depositaries and financial agents author-
ized to receive deposits of withheld taxes.
A list of the depositaries and financial
agents will be furnished each bank by the
Federal reserve bank of the district. See
Treasury Department Circular No. 714,
dated June 25, 1943.
[Regs. 116, 9 F. R. 14573, as amended by
T. D. 5644, 13 F. R. 41211

SUBPART H-ADJUSTMENTS AND REFUNDS

§ 405.701 Quarterly adjustments-
(a) In general. If, for any quarter of
the calendar year, more or less than the
correct amount of the tax is withheld,
or more or less than the correct amount
of the tax is paid to the collector, proper
adjustment, without interest, may be
made in any subsequent quarter of the
same calendar year. No adjustment,
however, under the provisions of this
section shall be made in respect of an
underpayment for any quarter after re-
ceipt from the collector of notice and
demand for payment thereof based upon
an assessment, but the amount shall be
paid in accordance with such notice and
demand; nor shall any adjustment un-
der the provisions of this section be
made in respect of an overpayment for
any quarter after the filing of a claim
for refund thereof. Every return on
which an adjustment for a preceding
quarter is reported must have securely
attached as a part thereof a statement
explaining the adjustment, and desig-
nating the quarterly return period in
which the error occurred. If an adjust-
ment of an overcollection of tax which
the employer has repaid to an employee
is reported on a return, such statement
shall include the fact that such tax was
repaid to the employee.

(b) Less than correct amount of tax
withheld. (1) If none, or less than the
correct amount, of the tax is deducted
from any wage payment and the error is

ascertained prior to the making of the
return on Form W-1 for the quarter in
which such wages are paid, the employer
shall nevertheless report on such return
and pay to the collector the cor,:ect
amount of the tax required to be wth-
held. If the error is not ascertained un-
til after the making of the return on
Form W-1 for the quarter in which such
wages are paid, the undercollection inay
be corrected by an adjustment on the
return for any subsequent quarter of the
same calendar year, subject, however, to
the limitations noted in paragraph (a)
of this section. The amount of any
undercollection adjusted in accordnce
with this paragraph shall be paid to the
collector, without interest, at the time
prescribed for payment of the .tax for the
quarter in which such adjustmem; is
made. If an adjustment is made p'ur-
suant to this paragraph but the amcunt
thereof is not paid when due, inter-
est thereafter accrues. (See secaion
1420 (b), I. R. C.)

(2) If none, or less than the correct
amount, of the tax is withheld from any
wage payment, the employer may cor-
rect the error by deducting the amount
of the undercollection from remunera-
tion of the employee, if any, under his
control after he ascertains the error.
Such deduction may be made even
though the remuneration, for any iea-
son, does not constitute wages. The ob-
ligation of an employee to the emplcyer
with respect to an undercollection of tax
from the employee's wages not subse-
quently corrected by a deduction made
as prescribed herein is a matter for
settlement between the employee and
the employer. In this connection, see
section 1622 (d), I. R. C., relieving the
employer from liability for the tax if the
tax imposed by chapter 1 of the Internal
Revenue Code against which the tax
withheld at source is allowable as a
credit, has been paid by the employee or
other person liable therefor.

(c) More than correct amount of tax
withheld. (1) If, in any quarter, more
than the correct amount of tax is de-
ducted from any wage payment, the
overcollection may be repaid to the em-
ployee in any quarter of the sme
calendar year. If the amount of the
overcollection is repaid, the emplcyer
shall obtain and keep as part of his iec-
ords the written receipt of the employee
showing the date and amount of the
repayment.
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(2) If an overcollection in any quarter
is repaid and receipted for by the em-
ployee prior to the time the return on
Form W-1 for such quarter is filed with
the collector, the amount of such over-
collection shall not be included in the
return for such quarter.

(3) Subject to the limitations provided
In paragraph (a) of this section, if an
overcollection in any quarter is repaid
and receipted for by the employee after
the time the return on Form W-1 for
such quarter is filed and the tax is paid
to the collector, the overcollection may
be corrected by an adjustment on the
return for any subsequent quarter of the
same calendar year.

(4) Every overcollection not repaid
and receipted for by the employee as pro-
vided in this paragraph must be reported
and paid to the collector with the return
on Form W-1 for the quarter in which
the overcollection is made.

(5) For information as to the manner
of correcting errors in withholding which
cannot be adjusted in a return for a sub-
sequent quarter of the same calendar
year, employers should consult the local
collector of internal revenue.

§ 405.702 Refunds or credits. Where
there has been an overpayment of tax
under subchapter D, chapter 9, Internal
Revenue Code, refund or credit shall be
made to the employer only to the extent
that the amount of the overpayment was
not deducted and withheld under such
subchapter by the employer.

SUBPART I-MISCELLANEOUS PROVISIONS

§ 405.801 Jeopardy assessments. (a)
Whenever, in the opinion of the collec-
tor, the collection of the tax will be
jeopardized by delay, he should report the
case promptly to the Commissioner by
telegram or letter. The communication
should recite the full name and address
of the person involved, the tax-return
period or periods involved, the amount of
tax due for each period, the date any
return was filed by or for the taxpayer
for such period, a reference to any prior
assessment made for such period against
the taxpayer, and a statement as to the
reason for the recommendation, which
will enable the Commissioner to assess
the tax, together with all penalties and
interest due. Upon assessment such
tax, penalty, and interest shall become
immediately due and payable, where-
upon the collector will issue immediately

a notice and demand for payment of the
tax, penalty, and interest.

(b) The collection of the whole or any
part of the amount of the jeopardy as-
sessment may be stayed by filing with
the collector a bond in such amount, not
exceeding double the amount with re-
spect to which the stay is desired, and
with such sureties as the collector
deems necessary. Such bond shall be
conditioned upon the payment of the
amount, collection of which is stayed, at
the time at which, but for the jeopardy
assessment, such amount would be due.
In lieu of surety or sureties the taxpayer
may deposit with the collector negotia-
ble bonds or notes of the United States,
or negotiable bonds or notes fully guar-
anteed by the United States, having a
par value not less than the amount of
the bond required to be furnished, to-
gether with an agreement authorizing
the collector in case of default to collect
or sell such bonds or notes so deposited.

(c) Upon refusal to pay, or failure to
pay or give bond, the collector will pro-
ceed immediately to collect the tax,
penalty, and interest by distraint with-
out regard to the period prescribed in
section 3690, I. R. C.

§ 405.802 Interest. If the tax is not
paid to the collector on or before the
date prescribed in § 405.601 and is not
adjusted under § 405.701, interest ac-
crues at the rate of 6 percent per an-
num, subject to the minimum addition
to the tax provided by section 1626 (c),
I. R. C. (See § 405.805.)

§ 405.803 Addition to tax for failure
to pay an assessment after notice and
demand. (a) If tax, penalty, or inter-
est is assessed and the entire amount
thereof is not paid within 10 days after
the date of issuance of notice and de-
mand for payment thereof, based on
such assessment, there accrues under
section 3655, I. R. C. (except as provided
in paragraph (b) of this section), a
penalty of 5 percent of the assessment
remaining unpaid at the expiration of
such period.

(b) If, within 10 days after the date
of issuance of notice and demand, a
claim for abatement of any amount of
the assessment is filed with the collector,
the 5 percent penalty does not attach
with respect to such amount. If the
claim is rejected in whole or in part and
the amount rejected is not paid, the
collector shall issue notice and demand
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for such amount. If payment is not
made within 10 days after the date the
collector issues the notice and demand,
the 5 percent penalty attaches with re-
spect to the amount rejected. The fil-
ing of the claim does not stay the run-
ning of interest.

§ 405.804 Additions to tax for delin-
quent or false returns-(a) Delinquent
returns. (1) If a person fails to make
and file a return required by the regula-
tions In this part within the prescribed
time, a certain percent of the amount of
the tax Is added to the tax unless the re-
turn is later filed and failure to file the
return within the prescribed time is
shown to be due to reasonable cause and
not to willful neglect. The amount to be
added to the tax is 5 percent if the failure
Is for not more than 30 days, with an ad-
ditional 5 percent for each additional 30
days or fraction thereof during which
failure continues, but not exceeding in
the aggregate 25 percent of the tax, sub-
ject, however, to the minimum addition
to the tax provided by section 1626 (c),
I. R. C. (See § 405.805.) In computing
the period of delinquency all Sundays
and holidays after the due date are
counted. Two classes of delinquents are
subject to this addition to the tax:

(i) Those who do not file returns and
for whom returns are made by a collec-
tor, a deputy collector, or the Commis-
sioner; and

(ii) Those who file tardy returns and
are unable to show reasonable cause for
the delay.

(2) A person who files a tardy return
and wishes to avoid the addition to the
tax for delinquency must make an affirm-
ative showing of all facts alleged as a
reasonable cause for failure to file the
return on time in the form of a statement
which should be attached to the return
as a part thereof.

(b) False returns. If a false or fraud-
ulent return is willfully made, the addi-
tion to tax under section 3612 (d) (2),
I. R. C., is 50 percent of the total tax due
for the entire period involved, including
any tax previously paid.

§ 405.805 Minimum addition to the
tax. If an employer fails to file a return
or pay the tax required to be withheld
within the time prescribed in §§ 405.601
and 405.602, unless it is shown that the
failure is due to reasonable cause and not
to willful neglect, the addition to the tax

shall not be less than $10. This proii-
slon Is to be applied in accordance with
paragraphs (a) to (c) of this section.

(a) In the case of failure to file a ]Re-
turn of Income Tax Withheld on WaE:es
(Form W-1) within the prescribed time,
the addition to the tax shall be coa-
puted as provided by section 3612 (d),
I. R. C., and if less than $10 shall be
Increased to that amount.

(b) In the case of failure to pay tae
tax when due, the addition to the tax
shall be computed as provided by section
1420 (b), I. R. C., and if less than $10
shall be increased to that amount.

(c) In case of concurrent failure to file
the return and pay the tax within t ie
prescribed time, the ad valorem penalhy
provided by section 3612 (d) and the in-
terest provided by section 1420 (b) shill
be aggregated and if less than $10 shll
be increased to that amount.

Part 410--Employers' Tax, Enl-
ployees' Tax, and Employee
Representatives' Tax Under the
Carriers Taxing Act of 1937
and Subchapter B of Chapter 9
of the Internal Revenue Code

Sec.
410.1

410.2
410.3
410.4
410.5
410.6
410.7
410.8

410.201

410.202

410.203

Subpart A-Introductory

Definitions of miscellaneous term3;
applicability of provisions of In-
ternal Revenue Code.

Who are employers.
Who are employees.
Who are employee representatives.
Definition of "compensation."
Items included as compensation.
Compensation; when earned.
Compensation; payment.

Subpart B-Employees' Tax

Measure of employees' tax.
Rates and computation of ex -

ployees' tax.
Collection of, and liability for, em-

ployees' tax.

Subpart C-Employers' Tax
410.301 Measure of employers' tax.
410.302 Rates and computation of employ-

ers' tax.

Subpart D-Employee Representatives' Tax
410.401 Measure of employee representa-

tives' tax.
410.402 Rates and computation of employe)

representatives' tax.
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Subpart E-Returns and Payment of Tax

Sec.
410.501
410.502
410.503
410.504
410.505
410.506
410.507

Initial and quarterly returns of tax.
Final returns.
Execution of returns.
Use of prescribed forms.
Place and time for filing returns.
Payment of tax.
When fractional part of cent may be

disregarded.

Subpart F-Adjustment of Employees' Tax and
Employers' Tax

410.601 Adjustments in general.
410.602 Adjustment of employees' tax.
410.603 Adjustment of employers' tax.

Subpart G-Credits and Refunds

410.701 Credit or refund in general.
410.702 Credit or refund of overpayments

of tax under this act which are
not adjustable.

410.703 Credit and refund of taxes paid
under Title VIII of the Social Se-
curity Act for period during which
liability existed under this act.

410.704 Credit and refund of taxes paid
under this act for period during
which liability existed under Title
VIII of the Social Security Act.

410.705 Credit and refund of taxes imposed
under the act of August 29, 1935,
which were paid to the collector.

410.706 Employees' tax deducted from re-
muneration under the act of Au-
gust 29, 1935, and not paid to
collector.

410.707 Treatment under section 4 (b) of
the act approved August 13, 1940,
of taxes with respect to certain
services performed in the employ
of carriers by railroad.

Subpart H-Miscellaneous Provisions

410.801 Assessment and collection of under-
payments.

410.802 Jeopardy assessment.
410.803 Interest.
410.804 Penalty for failure to pay an assess-

ment after notice and demand.
410.805 Penalties for delinquent or false

returns.
410.806 Records.

AUT'ORiTy: § 410.1 to 410.806 issued un-
der 53 Stat. 178, 183, 188, 467; 26 U. S. C. 1429,
1535, 1609, 3791.

Cnoss REFjxENcEs: For employees' tax and
the employers' tax under the Federal Insur-
ance Contributions Act, see Part 402 of this
chapter. For Interstate Commerce Com-
mission regulations relating to employees,
see 49 CFR Parts 60, 61. For Railroad Re-
tirement Board, see 20 CFR Chapter II. For
Bureau of Old Age and Survivors Insurance,
see 20 CFR Chapter III. For Bureau of Em-
ployees' Compensation, see 20 CFR Chap-
ter I.

SUBPART A-INTRODUCTORY

§ 410.1 Definitions of miscellaneous
terms; applicability o1 provisions of In-
ternal Revenue Code. As used In the
regulations in this part:

(a) The terms defined in the act shall
have the meanings so assigned to them.

(b) "Act" means the Carriers Taxing
Act of 1937 (Public Law 174, Seventy-
fifth Congress).

(c) "Act of August 29, 1935," means
the act entitled "An act to levy an excise
tax upon carriers and an Income tax
upon their employees, and for other pur-
poses" (Public Law 400, Seventy-fourth
Congress; 49 Stat. 974), as amended by
Public Resolution No. 9, Seventy-fifth
Congress, approved February 27, 1937
(50 Stat. 23).

(d) "Railway Labor Act" means the
act approved May 20, 1926 (44 Stat. 577),
as originally adopted and any amend-
ments thereto.

(e) "Social Security Act" means the
act approved August 14, 1935 (Public Law
271, Seventy-fourth Congress; 49 Stat.
620).

(f) "Tax" means the employers' tax,
the employees' tax, or the employee rep-
resentatives' tax unless otherwise speci-
fied.

(g) "Employers' tax" means the tax
imposed by section 3 of the act.

(h) "Employees' tax" means the tax
imposed by section 2 of the act.

(i) "Employee representatives' tax"
means the tax imposed by section 5 of
the act.

(j) "Secretary" means the Secretary
of the Treasury.

(k) "Commissioner" means the Com-
missioner of Internal Revenue.

(1) "Collector" means the collector of
Internal revenue.
(m) "Railroad Retirement Tax Act"

means subchapter B of chapter 9 of the
Internal Revenue Code, as amended.

(n) "Internal Revenue Code" means
the act approved February 10, 1939 (53
Stat., Part 1), entitled "An Act To Con-
solidate and Codify the Internal Revenue
Laws of the United States", as amended.
Subchapter 8 of chapter 9 of the In-
ternal Revenue Code corresponds to and,
effective April 1, 1939, superseded the
Carriers Taxing Act of 1937. Such sub-
chapter comprises certain sections num-
bered from 1500 to 1538, both inclusive.
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All provisions of, or references to, the
Carriers Taxing Act of 1937 or other
laws of the United States which have
been codified in the Internal Revenue
Code, but which remain in the regula-
tions in this part as made applicable to
the Code, shall be deemed to be, and shall
be read as if they were, the correspond-
ing provisions of the Internal Revenue
Code or references thereto.
[Regs. 100, 2 P. R. 2559, as amended by T. D.
5574, 12 F. R. 5327]

§ 410.2 Who are employers. Each of

the following persons is an employer
within the meaning of the act:

(a) Any carrier, that is, any express
company, sleeping-car company, or car-
rier by railroad, subject to part I of the
Interstate Commerce Act.

(b) Any company which:

(1) Is directly or indirectly owned or
controlled by one or more employers as
defined in paragraph (a) of this section,
ir under common control therewith, and

(2) Operates any equipment or fa-
cility or performs any service (except
trucking service, casual service, and the

casual operation of equipment or facili-
ties) In connection with:

(I) The transportation of passengers
or property by railroad, or

(ii) The receipt, delivery, elevation,
transfer in transit, refrigeration or icing,
storage, or handling of property trans-
ported by railroad.

(3) As used in paragraphs (a) and
(b) of this section:

() The term "controlled" includes di-
rect or indirect control, whether legally
enforceable and however exercisable or
exercised. The control may be by means
of stock ownership, or by agreements,
licenses, or any other devices which in-

sure that the operation of the company
is in the interest of one or more carriers.
It is the reality of the control, however,
which is decisive, not its form nor the
mode of its exercise.

(ii) The term "employer" does not in-
clude any street, interurban, or suburban
electric railway, unless such railway is
operating as a part of a general steam-
railroad system of transportation, but
shall not exclude any part of the general
steam-railroad system of transportation
which on January 1, 1937, or thereafter,
is operated by any other motive power.
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(c) Any receiver, trustee, or other in-
dividual or body, judicial or otherw:.se,
when in the possession of the property
or operating all or any part of the bt si-
ness of any employer as defined in pa::a-
graph (a) or (b) of this section.

(d) Any railroad association, traffic
association, tariff bureau, demurrage bu-
reau, weighing and inspection bureau,
collection agency, and other association,
bureau, agency, or organization con-
trolled and maintained wholly or pr..n-
cipally by two or more employers as de-
fined in paragraph (a), (b), or (c) of
this section and engaged In the perform-
ance of services in connection with or
incidental to railroad transportation.

(e) Any railway labor organizatin,
national in scope, which has been or iay
be organized in accordance with the pro-
visions of the Railway Labor Act. :44
Stat. 577; 45 U. S. C. Chapter 8)

(f) Any subordinate unit of a national
railway-I a b or-organization employer,
that is, any State or National legislat :ve
committee, general committee, insurance
department, or local lodge or division,
of an employer as defined in paragraph
(e) of this section, established pursuant
to the constitution and bylaws of such
employer.
The term "employer" does not include
any company by reason of its being en-
gaged in the mining of coal, the supply-
Ing of coal to an employer where delivE ry
is not beyond the mine tipple, and the
operation of equipment or facilities Ior
such mining or supplying of coal, or in
any of such activities.
[Regs. 100, 2 F. R. 2559, as amended by T. D.
5017, 5 F. R. 4268 T. D. 5574, 12 F. I. 53'17]

§ 410.3 Who are employees-(a) Gen-
eral. (1) Within the meaning of the
act, any person is an employee if he is in
the service of one or more employers (as
defined in section 1 (a) of the Carriers
Taxing Act of 1937) for compensation.
An individual is in the service of an em-
ployer if he is subject to the continuiig
authority of the employer to supervise
and direct the manner in which he ren-
ders services for compensation. It is not
necessary that the employer actualy
direct or control the manner in which t ae
services are performed; it is sufficient if
the employer has the right to do so. Tne
right of an employer to discharge an in-
dividual is also an important factor ia-
dicating that the individual Is an era-
ployee. Other factors indicating that an
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individual is an employee are the fur-
nishing of tools and the furnishing of a
place to work by the employer to the
individual who performs the services.
In general, if an individual is subject to
the control or direction of an employer
merely as to the result to be accomplished
by the work and not as to the means and
methods for accomplishing the result, he
is an independent contractor. An indi-
vidual performing services as an inde-
pendent contractor is rbt subject to the
continuing authority of the employer to
supervise and direct the manner of ren-
dition of such services.

(2) An individual rendering profes-
sional or technical services or other per-
sonal services prior to January 1, 1947, to
an employer for compensation is in the
service of the employer if he is subject
to the continuing authority of the em-
ployer to supervise and direct the manner
of rendition of such services. The fact
that an individual rendering professional
or technical services prior to January 1,
1947, is integrated into the staff of an
employer is an important factor indi-
cating that such individual is subject to
the continuing authority of the employer
to supervise and direct the manner of
rendition of such services. With respect
to other personal services rendered prior
to January 1, 1947, the fact that such
services are rendered on the property
used in the employer's operations and
that the rendition of such services is
integrated into the employer's operations
are important factors indicating that the
individual rendering such services is sub-
ject to the continuing authority of the
employer to supervise and direct the
manner of rendition of such services.
However, with respect to professional or
technical services or other personal serv-
ices rendered after December 31, 1946,
the aforementioned factors are not
merely indicia of the continuing author-
ity of the employer to supervise and
direct the manner of rendition of such
services but instead constitute independ-
ent tests for determining whether the
individual rendering such services is in
the service of the employer with respect
to the rendition of such services. Thus,
an individual rendering professional or
technical services to an employer for
compensation is in the service of the
employer with respect to such services
rendered after December 31, 1946, if he
is integrated into the staff of the em-
ployer. Likewise, an individual render-
ing other personal services to an em-

ployer for compensation is in the service
of the employer with respect to such
services rendered after December 31,
1946, if the services are rendered on the
property used in the employer's opera-
tions and the rendition of such services
is integrated into the employer's opera-
tions. Under the two tests last men-
tioned, an individual rendering profes-
sional or technical services or other per-
sonal services after December 31, 1946,
as an independent contractor may be, as
to such services, in the service of an
employer.

(3) Whether or not an Individual is
an employee will be determined upon an
examination of the particular facts of
the case.

(4) If an Individual is an employee,
it is of no consequence that he is desig-
nated as a partner, coadventurer, agent,
independent contractor, or otherwise, or
that he performs services on a part-time
basis. The age of the individual, or the
measurement, method, or designation of
the remuneration, is immaterial, if he is
in fact an employee.

(5) The act makes no distinction be-
tween classes or grades" of employees.
Thus, superintendents, managers, and
other superior employees are employees
within the meaning of the act. An offi-
cer of an employer is an employee. A
director is not an employee unless he
performs services other than those re-
quired by attendance at and participa-
tion in meetings of the board of directors.

(6) In determining whether an indi-
vidual is an employee with respect to
services rendered within the United
States, the citizenship or residence of the
individual, or the place where the con-
tract of service was entered into is im-
material.

(7) If an individual performs services
for an employer (other than a local lodge
or division or a general committee of
a railway-labor-organization employer)
which does not conduct the principal
part of its business within the United
States, such individual shall be deemed
to be in the service of such employer
only to the extent that he performs serv-
ices for it in the United States. Thus,
with respect to services rendered for
such employer outside the United States,
such individual is not in the service of
an employer.

(8) If an individual performs services
for an employer (other than a local lodge
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or division or a general committee of
a railway-labor-organization employer)
which conducts the principal part of its
business within the United States, he is
in the service of such employer whether
his services are rendered within or with-
out the United States. In the case of an
Individual, not a citizen or resident of
the United States, rendering services in
a place outside the United States to an
employer which is required under the
laws applicable in such place to employ,
in whole or in part, citizens or residents
thereof, such individual shall not be
deemed to be in the service of an em-
ployer with respect to services so ren-
dered.

(9) The term "employee" does not in-
clude any individual while he is engaged
in the physical operations consisting of
the mining of coal, the preparation of
coal, the handling (other than movement
by rail with standard railroad locomo-
tives) of coal not beyond the mine tipple,
or the loading of coal at the tipple.

(b) Employees o1 local lodges or divi-
sions of railway labor organizations.
(1) An individual is in the service of a
local lodge or clivision of a railway-labor-
organization employer (see § 410.2 (f)),
only if:

(i) All, or substantially all, the indi-
viduals constituting the membership of
such local lodge or division are employ-
ees of an employer conducting the prin-
cipal part of its business in the United
States; or

(ii) The headquarters of such local
lodge or division is located in the United
States.

(2) An individual in the service of a
local lodge or division is not an employee
within the meaning of the law and the
regulations in this part unless he was,
on or after August 29, 1935, in the service
of a carrier (see paragraph (a) of this
section) or he was, on August 29, 1935,
in the "employment relation" to a car-
rier.

With respect to services rendered prior
to January 1, 1947, an individual was
in the employment relation to a carrier
on August 29, 1935, if on that date he
was, in accordance with the established
rules and practices in effect on the car-
rier, on furlough subject to call for serv-
Ice within or without the United States
and ready and willing to serve, or on
leave of absence, or absent on account of
sickness or disability. However, an in-
dividual shall not be deemed to have

been in the employment relation to a
carrier on August 29, 1935, unless during
the last pay-roll period before August
29, 1935, in which he rendered service to
it, he was, with respect to that service,
in the service of an employer (see para-
graph (a) of this section).

With respect to services rendered after
December 31, 1946, an individual shall be
deemed to have been in the employmnt
relation to a carrier on August 29, 135,
if (i) he was oft that date on leave of
absence from his employment, expre sly
granted to him by the carrier by whom
he was employed, or by a duly auth)r-
ized representative of such carrier, end
the grant of such leave of absence will
have been established to the satisfact:on
of the Railroad Retirement Board before
July 1947; or (Ii) he was in the service
of a carrier after August 29, 1935, and be-
fore January 1946 in each of six calendar
months, whether or not consecutive; or
(iII) before August 29, 1935, he did not
retire and was not retired or discharEied
from the service of the last carrier by
whom he was employed or its corporate
or operating successor, but (a) solely by
reason of his physical or mental dia-
bility he ceased before August 29, 1935,
to be in the service of such carrier and
thereafter remained continuously dis-
abled until he attained age sixty-five or
until August 1945, or (b) solely for such
last stated reason a carrier by whom he
was employed before August 29, 1935, or
a carrier who is its successor did not on
or after August 29, 1935, and before
August 1945 call him to return to servi e,
or (c) if he was so called he was solely
for such reason unable to render service
in six calendar months as provided in
subdivision (ii) of this subparagraph; or
(iv) he was on August 29, 1935, absent
from the service of a carrier by reasn
of a discharge which, within one year
after the effective date thereof, was pro-
tested, to an appropriate labor repre-
sentative or to the carrier, as wrongful,
and which was followed within ten years
of the effective date thereof by his re-
instatement in good faith to his former
service with all his seniority righ;s.
However, an individual shall not ',e
deemed to have been in the employme:at
relation to a carrier on August 29, 19125,
if before that date he was granted a pen-
sion or gratuity on the basis of which a
pension was awarded to him pursuant to
section 6 of the Railroad Retireme:at
Act of 1937, or if during the last pay-roll
period before August 29, 1935, in which
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he rendered service to a carrier he was
not, with respect to any service in such
pay-roll period, in the service of an em-
ployer (see paragraph (a) of this sec-
tion).

(For definition of carrier, see § 410.2
(a).)

(c) Employees of general committees
of railway labor organizations. An in-
dividual is in the service of a general
committee of a railway-labor-organiza-
tion employer (see § 410.2 (f)), only if:

(1) He is representing a local lodge or
division described in § 410.3 (b) (1); or

(2) All, or substantially all, the indi-
viduals represented by such general
committee are employees of an employer
conducting the principal part of its busi-
ness in the United States; or

(3) He acts in the capacity of a gen-
eral chairman or an assistant general
chairman of a general committee which
represents individuals rendering service
in the United States to an employer. In
such case, if his office or headquarters
is not located in the United States and
the individuals represented by such gen-
eral committee are employees of an em-
ployer not conducting the principal part
of Its business in the United States, only
a part of his remuneration for such
service shall be regarded as compensa-
tion. (See § 410.5.) The part of his re-
muneration regarded as compensation
shall be in the same proportion to his
total remuneration as the mileage in the
United States under the jurisdiction of
such general committee bears to the
total mileage under its jurisdiction, un-
less such mileage formula is inapplicable,
in which case such other formula as the
Railroad Retirement Board may have
prescribed pursuant to section 1 (c) of
the Railroad Retirement Act of 1937, as
amended, shall be applicable. However,
no part of his remuneration for such
service rendered after December 31, 1946,
shall be regarded as compensation if the
application of such mileage formula, or
such other formula as the Railroad Re-
tirement Board may have prescribed,
would result in his compensation for the
service being less than 10 percent of his
remuneration for such service.
[Regs. 100, 2 F. R. 2560, as amended by T. D.
5161, 7 F. R. 5212, T. D. 5574, 12 F. R. 5328]

§ 410.4 Who are employee represent-
atives. An employee representative
within the meaning of the act is:

(a) Any officer or official represent-
ative of a railway labor organization
which is not included as an employer
under section 1 (a) of the act who:

(1) Was in the service of an employer
either before or after June 29, 1937, and

(2) Is duly authorized and designated
to represent employees in accordance
with the Railway Labor Act, as amended.

(For railway labor organizations
which are employers under section 1 (a)
of the act, see § 410.2 (e), (f).)

(b) Any individual who is regularly
assigned to or regularly employed by an
employee representative as defined in
paragraph (a) of this section in con-
nection with the duties of such employee
representative's office.
In determining whether an individual
is an employee representative, his citi-
zenship or residence is material only
in so far as those factors may affect the
determination of whether he was "in the
service of an employer" (see § 410.3 (a)).
The age of the individual is immaterial.
[Regs. 100, 2 F. R. 2561, as amended by T. D.
5017, 5 F. R. 4267]

§ 410.5 Definition of "compensation."
(a) The term "compensation" means all
remuneration in money, or in something
which may be used in lieu of money (for
example, scrip and merchandise orders),
which is earned by an individual for
services rendered as an employee to one
or more employers, or as an employee
representative. A payment for services
rendered after December 31, 1946, which
is made by an employer to an individual
through the employer's pay roll shall be
presumed, in the absence of evidence to
the contrary, to be compensation for
services rendered by such individual as
an employee of the employer. Likewise,
a payment for services rendered after
December 31, 1946, which is made by an
employee organization (that is, a rail-
way labor organization which is not in-
cluded as an employer under the act) to
an employee representative through the
organization's pay roll shall be presumed,
in the absence of evidence to the con-
trary, to be compensation for services
rendered by the employee representative
as such.

(b) The term "compensation" is not
confined to amounts earned or paid for
active service, but includes amounts
earned or paid for an identifiable period
during which the employee is absent
from the active service of the employer
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and, in the case of an employee repre-
sentative, amounts earned or paid for an
identifiable period during which the em-
ployee representative is absent from the
active service of the employee organiza-
tion. Amounts paid to an employee for
an identifiable period of absence from
the active service of the employer on
account of personal injury are Included
within the term "compensation". Like
payments made to an employee repre-
sentative on account of personal injury
also constitute compensation. If a pay-
ment is made to an employee or em-
ployee representative with respect to a
personal injury and includes pay for an
identifiable period of absence from ac-
tive service, the total payment shall be
deemed to be paid for such period of
absence from active service unless, at
the time of payment, a part of such pay-
ment is specifically apportioned to fac-
tors other than absence from active
service, in which event only such part of
the payment as is not so apportioned
shall be deemed to be paid for such
period of absence from active service.
The presumption set forth in the pre-
ceding sentence is applicable only with
respect to an identifiable period of ab-
sence from active service after Decem-
ber 31, 1946. Amounts paid to an em-
ployee or employee representative for
loss of earnings during an identifiable
period as the result of the displacement
of the employee or employee represen-
tative to a less remunerative position or
occupation shall be deemed to be paid
for absence from active service during
such period. Such amounts are also in-
cluded within the term "compensation".

(c) The term "compensation" does not
include tips, or the voluntary payment by
an employer of the employees' tax, with-
out the deduction of such tax from the
remuneration of the employee.

(See § 410.7, relating to when compen-
sation is earned. See also §§ 410.201,
410.301, and 410.401, relating to the
amount of compensation included for the
purpose of determining the employees'
tax, the employers' tax, and the employee
representatives' tax, respectively. For
special provisions relating to the com-
pensation of certain general chair-
men or assistant general chairmen of a
general committee of a railway-labor-
organization employer, see § 410.3 (c)
of this chapter.)

§ 410.6 Items included as compensa-
tion. The following items are included
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in compensation with respect to employ-
ees and in analogous situations with re-
spect to employee representatives:

(a) Salaries, wages, commissions, f,!es,
bonuses, and any other remuneratior. in
money or in something which may be
used in lieu of money. The name by
which remuneration is designated, the
amount, and the basis upon which i; is
paid are immaterial. It may be paid
upon the basis of piece work, a percent-
age of profits, or on a daily, hourly,
weekly, monthly, annual, or other basis.

(b) Sick pay, vacation allowances, or
back pay upon reinstatement after
.wrongful discharge.

(c) Allowance or reimbursement for
traveling or other expenses incurred in
the business of the employer to the .x-
tent of the excess of such amount, if any,
over such expenses actually incurred and
accounted for by the employee.

(d) Generally, premiums paid by an
employer on a policy of life insurance
covering the life of an employee if the
employer is not a beneficiary under the
policy. However, premiums paid by an
employer on policies of group life insitr-
ance covering the lives of his employ es
are not compensation if the employee has
no option to take the amount of the p:.e-
miums instead of accepting the insuir-
ance and has no equity in the policy (such
as the right of assignment or the right
to the surrender value on termination of
his employment).

"(e) Amounts deducted from the :'e-
muneration of an employee, including
the amount of the employees' tax de-
ducted pursuant to section 2 (b) of the
Carriers Taxing Act of 1937, constitute
compensation paid to the employee.

(f) Payments made by an employer
into a stock bonus, pension, or profit-
sharing fund if such payments inure to
the exclusive benefit of the employee and
may be withdrawn by the employee at
any time, or upon resignation or dismis-
sal or if the contract for services re-
quires such payment as part of the re-
muneration. Whether or not unc.er
other circumstances such payments con-
stitute compensation depends upon the
particular facts of each case. For pzo-
visions relating to payments for personal
injury or for loss of earnings resultiag
from displacement to a less remunerative
position or occupation, see § 410.5.
[Regs. 100, 2 F. R. 2561, as amended by T. D.
5574, 12 F. R. 53301
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§ 410.7 Compensation; when earned.
Compensation is earned when and as an
employee or employee representative, as
such, performs services for which he is
paid or for which there is a present or
future obligation to pay, regardless of the
time at which payment is made or is to
be made. Remuneration paid for any
period of absence from active service
shall be deemed to have been earned in
the month in which such absence from
service occurred. A payment made by
an employer or employee organization
(that is, a railway labor organiza-
tion which is not included as an employ-
er under the act) to an individual
through the pay roll of the employer or
employee organization for a period com-
mencing after December 31, 1946, shall
be presumed, in the absence of evidence
to the contrary, to be for services ren-
dered by such individual in the period
covered by the pay roll and, thus, to have
been earned in such period. (See
§§ 410.5 and 410.6).
[Regs. 100, 2 F. R. 2561, as amended by T. D.
5574, 12 F. R. 5330]

§ 410.8 Compensation; payment.
Compensation is deemed to be paid:

(a) When it is actually paid; or
(b) When it is constructively paid,

that is, credited to the account of or set
apart for an employee without any sub-
stantial limitation or restriction as to
the time or manner of payment or condi-
tion upon which payment is to be made,
and made available to him so that it may
be drawn upon at any time and its pay-
ment brought within his own control and
disposition; or

(c) Within the period for which a re-
turn of tax is required to be made if the
compensation was earned during such
period and is payable during the calendar
month following such period. (See
§ 410.501, relating to periods for which
a return of tax is required.)

Examples: (1) During September, 1938
(which falls in a period for which a return
of tax is required to be made), A is employed
by employer B at a monthly salary of $150,
half of which is payable on the 25th of the
month in which the services are performed
and the other half on the 10th of the follow-
ing month. Thueon October 10, A is paid $75
which was earned during September. That
$75 is deemed to have been paid to A In
September and should be included in B's
return for the quarter July, August, and
September.

(2) During December, 1937 (which falls in
a period for which a return of tax is required

to be made), A is employed by employer B
on the basis of a 6-day week at a weekly sal-
ary of $60 payable on Saturday of each week.
Thus on Saturday, January 1, 1938, A is paid
$60 for services performed during the week
December 27, 1937, to January 1, 1938, inclu-
sive. In such case five-sixths of that amount
or $50 Is deemed to have been paid in Decem-
ber and should be included in B's return filed
for the period in which December falls. The
balance of A's salary for that week ($10)
should be included in the return filed for the
period in which January, 1938, falls. (But
see § 410.501 (b), relating to period covered
by return where employer pays on a weekly
basis. See § 410.7 as to when compensation
is deemed earned; also § 410.202 relating to
applicable rate of employees' tax.
[Regs. 100, 2 F. R. 2561]

SUBPART B-EMPLOYEES' TAX

SOURCE: §§ 410.201 to 410.203 contained in
T. D. 5574, 12 F. R. 5330, except as noted
following section affected.

§ 410.201 Measure of employees'
tax-(a) General rule-(1) Compensa-
tion earned or paid prior to January 1,
1947. Except as provided in paragraph
(b) of this section:

(i) The employees' tax with respect to
compensation earned prior to January
1, 1947, is measured by the amount of
compensation earned prior to such date
by an individual as an employee for
services rendered to one or more em-
ployers after March 31, 1939, excluding,
however, the amount of such compensa-
tion In excess of $300 which is earned by
the employee for services rendered dur-
ing any one calendar month;

(ii) The employees' tax with respect to
compensation paid prior to January 1,
1947, for services rendered after Decem-
ber 31, 1940, is measured by the amount
of compensation paid prior to January 1,
1947, to an individual for services ren-
dered as an employee to one or more em-
ployers after December 31, 1946, exclud-
ing, however, the amount of such
compensation in excess of $300 which is
paid prior to January 1, 1947, to the
employee for services rendered during
any one calendar month after 1946.
(For the purposes of the regulations in
§§ 410.201 to 410.203, see §§ 410.5, 410.6,
410.7, and 410.8, relating to compen-
sation.)

(2) Compensation paid alter Decem-
ber 31, 1946, for services rendered alter
such date. Except as provided in para-
graph (b) of this section, the employees'
tax with respect to compensation paid
after December 31, 1946, for services
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rendered after such date is measured by
the amount of compensation paid after
December 31, 1946, to an individual for
services rendered as an employee to one
or more employers after such date, ex-
cluding, however, the amount of such
compensation In excess of $300 which is
paid after December 31, 1946, to the em-
ployee for services rendered during any
one calendar month after 1946.

(b) Exception; employee of local lodge
or division of railway-labor-organization
employer. If the amount of compensa-
tion earned in any calendar month by an
individual as an employee in the service
of a local lodge or division of a railway-
labor-organization employer is less than
$3, such amount shall be disregarded for
the purpose of determining the em-
ployees' tax, provided:

(1) Such compensation is earned be-
fore April 1, 1940, and the taxes thereon
are not paid to the collector before July
1, 1940, or

(2) Such compensation is earned after
March 31, 1940.

§ 410.202 Rates and computation of
employees' t a x - (a) Compensation
earned or paid prior to January 1, 1947.
(1) The rates of employees' tax applicable
for the respective calendar years with re-
spect to compensation either earned or
paid prior to January 1, 1947, are as
follows:

Percent
Compensation earned during the calen-

dar year 1939 ----------------------- 2/
Compensation earned during the calen-

dar years 1940, 1941. 1942 ------------ 3
Compensation earned during the calen-

dar years 1943, 1944, 1945 ------- 3--
Compensation earned during the calen-

dar years 1946, 1947, 1948 --------
Compensation earned during the calen-

dar year 1949 and subsequent calen-
dar years -------------------------- 33/

(2) The employees' tax with respect to
compensation either earned or paid prior
to January 1, 1947, is computed by apply-
ing to the amount of the employee's com-
pensation with respect to which the em-
ployees' tax is imposed the rate for the
calendar year in which the compensa-
tion is earned.

(b) Compensation paid after Decem-
ber 31, 1946, for services rendered after
such date. (1) The rates of employees'
tax applicable for the respective calendar
years with respect to compensation paid
after December 31, 1946, for services
rendered after such date are as follows:
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Peroent
Compensation paid during the calendar

years 1947, 1948 --------------------- 5%
Compensation paid during the calendar

years 1949, 1950, 1951 ------------- 6
Compensation paid during the calendar

year 1952 and subsequent calendar
years ---.------------------------- 614

(2) The employees' tax with respect to
compensation paid after December 31,
1946, for services rendered after sach
date is computed by applying to the
amount of the employee's compensation
with respect to which the employees' tax
is imposed the rate for the calendar 5 ear
in which the compensation is paid.

§ 410.203 Collection of, and liability
for, employees' tax-(a) Collection; gen-
eral rule. The employer shall collect
from each of his employees the em-
ployees' tax imposed with respect to the
compensation of the employee by deduct-
Ing or causing to be deducted the amount
of such tax from the compensation sub-
ject to the tax as and when such com-
pensation is paid. (As to the measure
of the employees' tax, see § 410.201.)

(b) Collection; aggregate monthly
compensation in excess of $300 paid by
two or more employers-(1) Compensa-
tion earned or paid prior to Januaryi 1,
1947. If during any one calendar month
before 1947 an employee earns comp m-
sation from two or more employers and
if the aggregate of such compensation
paid is in excess of $300, each employer
shall deduct, from the compensation as
and when paid by him to the employee,
the employees' tax with respect to t aat
proportion of $300 of compensation
which the compensation paid by such
employer to the employee for the month
bears to the total compensation paid to
such employee by all employers for that
month. If an employee is paid compen-
sation prior to January 1, 1947, by Iwo
or more employers for services rende:red
during any one calendar month alter
1946, and if the aggregate compensation
paid to such employee prior to January
1, 1947, by all'employers for services ron-
dered during such month is in excess of
$300, each employer shall deduct, from
the compensation as and when paid by
him to the employee, thd employees' ;ax
with respect to that proportion of $30( of
compensation which the compensation
paid by such employer prior to January
1, 1947, to the employee for the month
bears to the total compensation piid
prior to January 1, 1947, to such em-
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ployee by all employers for that month.
(See § 410.201 (b), which provides that
for the purpose of determining the em-
ployees' tax certain nominal compensa-
tion earned by an employee of a local
lodge or division of a railway-labor-or-
ganization employer shall be disre-
garded.)

(2) Compensation paid after Decem-
ber 31, 1946, for services rendered after
such date. If an employee is paid com-
pensation after December 31, 1946, by two
or more employers for services rendered
during any one calendar month after
1946, and if the aggregate compensation
paid to such employee after December
31, 1946, by all employers for services
rendered during such month is in ex-
cess of $300, the employees' tax to be de-
ducted by each employer from the com-
pensation as and when paid by him to
the employee shall be determined as
follows:

(i) If such compensation is paid by
two or more employers, none of whom
is a subordinate unit of a national rail-
way-labor-organization employer (see
§ 410.2 (f)), each employer shall deduct
the employees' tax with respect to that
proportion of $300 of compensation
which the compensation paid after De-
cember 31, 1946, by such employer to the
employee for the month bears to the
total compensation paid after December
31, 1946, to such employee by all employ-
ers for that month (see Example 1 of
this paragraph) ;

(ii) If such compensation is paid by
two or more employers, each of which is
a subordinate unit of a national railway-
labor-organization employer, each sub-
ordinate unit shall deduct the employees'
tax with respect to that proportion of
$300 of compensation which the compen-
sation paid after December 31, 1946, by
such subordinate unit to the employee
for the month bears to the total compen-
sation paid after December 31, 1946,
to such employee by all such subordinate
units for that month;

(Iii) If such compensation is paid by
two or more employers, only one of whom
is an employer other than a subordinate
unit of a national railway-labor-organi-
zation employer, and if the compensation
paid after December 31, 1946, to the em-
ployee by the employer other than a sub-
ordinate unit equals or exceeds $300 for
the month, then no employees' tax shall
be deducted by any such subordinate unit
from the compensation paid by it after

December 31, 1946, to such employee for
that month, and the employer other than
a subordinate unit shall deduct the em-
ployees' tax with respect to $300 of com-
pensation paid by him after December 31,
1946, to such employee for that month
(see Example 2 of this paragraph);

(lv) If such compensation is paid by
two or more employers other than a sub-
ordinate unit of a national railway-labor-
organization employer and by one or
more subordinate units of a national
r a I 1 w a y-labor-organization employer,
and if the total compensation paid after
December 31, 1946, to the employee by the
employers other than a subordinate unit
equals or exceeds $300 for the month,
then no employees' tax shall be deducted
by any such subordinate unit from the
compensation paid by it after December
31, 1946, to such employee for that
month, and each employer other than a
subordinate unit shall deduct the em-
ployees' tax with respect to that propor-
tion of $300 of compensation which the
compensation paid after December 31,
1946, by such employer to the employee
for the month bears to the total compen-
sation paid after December 31, 1946, to
such employee by all such employers
other than a subordinate unit for that
month (see Example 3 of this para-
graph) ;

(v) If such compensation is paid by
two or more employers, only one of whom
is a subordinate unit of a national rail-
way-labor-organization employer, and if
the total compensation paid after De-
cember 31, 1946, to the employee by all
employers other than the subordinate
unit is less than $300 for the month, then
each employer other than the subordi-
nate unit shall deduct the employees' tax
with respect to the full amount of com-
pensation paid by him after December
31, 1946, to such employee for that month,
and the subordinate unit of a national
railway - labor - organization employer
shall deduct the employees' tax with re-
spect to the remainder of $300 of com-
pensation less the total compensation
paid after December 31, 1946, to such
employee for that month by all other em-
ployers (see Example 4 of this para-
graph) ; or

(vi) If such compensation is paid by
one or more employers other than a sub-
ordinate unit of a national railway-
labor-organization employer and by two
or more subordinate units of a national
railway - labor - organization employer,
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and if the total compensation paid after
December 31, 1946, to the employee by all
employers other than the subordinate
units is less than $300 for the month, then
each employer other than the subordi-
nate units shall deduct the employees'
tax with respect to the full amount of
compensation paid by him after Decem-
ber 31, 1946, to such employee for that
month, and each subordinate unit of a
national railway-labor-organization em-
ployer shall deduct the employees' tax
with respect to that proportion of the
remainder of $300 of compensation less
the total compensation paid after De-
cember 31, 1946, to such employee for the
month by all employers other than the
subordinate units which the compensa-
tion paid after December 31, 1946, by such
subordinate unit to the employee for that
month bears to the total compensation
paid after December 31, 1946, to such em-
ployee by all such subordinate units for
that month (see Example 5 of this para-
graph).

(See § 410.201 (b), which provides that
for the purpose of determining the em-
ployees' tax certain nominal compensa-
tion earned by an employee of a local
lodge or division of a railway-labor-
organization employer shall be disre-
garded.)

(vii) The application of certain of the
foregoing principles may be illustrated
by the following examples:

Example 1. A, an employee, renders serv-
ices during January 1947, for employers X, Y,
and Z, none of whom is a subordinate unit of
a national railway-labor-organization em-
ployer. After December 31, 1946, A is paid for
the month compensation of $100 by X, $100
by Y, and $200 by Z, or an aggregate of $400
for the month. In such case X pays one-
fourth of A's aggregate compensation for the
month, Y pays one-fourth, and Z pays one-
half. X and Y, therefore, are each required
to deduct the employees' tax with respect to
one-fourth of $300, or $75, and Z is required
to deduct the employees' tax with respect to
one-half of $300, or $150.

Example 2. A, an employee, renders serv-
Ices during January 1947, for employer X,
an employer other than a subordinate unit
of a national railway-labor-organization em-
ployer, and for employers Y and Z, each of
which is a subordinate unit of a national
railway-labor-organization employer. After
December 31, 1946, A is paid for the month
compensation of $300 by X, $50 by Y, and $25
by Z. Since the compensation paid A for the
month by X equals $300, neither Y nor Z is
required to deduct any employees' tax from
the compensation paid by them to A for the
month; and X Is required to deduct the em-

ployees' tax with respect to the full $300
paid by him to A for the month.

Example 3. A, an employee, renders Eerv-
ices during January 1947, for employers W
and X, each of whom is an employer other
than a subordinate unit of a national call-
way-labor-organization employer, and for
employers Y and Z, each of which is a :jub-
ordinate unit of a national railway-labor-
organization employer. After Decembei 31,
1946, A is paid for the month compensation
of $200 by W and $200 by X, or an aggregate
of $400 for the month, and compensation of
$50 by Y and $50 by Z. Since the aggregate
compensation paid A for the month b:; W
and X is in excess of $300, neither Y nor Z
is required to deduct any employees' tax
from the compensation paid by them to A
for the month. Of the aggregate compeasa-
tion of $400 paid A for the month by W and
X, W pays one-half and X pays one-half.
W and X, therefore, are each required to
deduct the employees' tax with respec: to
one-half of $300, or $150.

Example 4. A, an employee, renders serv-
ices during January 1947, for employer X, an
employer other than a subordinate unit of
a national railway-labor-organization em-
ployer, and for employer Y, a subordinate i mit
of a national railway-labor-organization em-
ployer. After December 31, 1946, A is paid
for the month compensation of $250 b,' X
and $100 by Y. In such case X M. required
to deduct the employees' tax with respect to
the full $250 paid by him to A for the month;
and Y is required to deduct the emploees'
tax only with respect to $50 ($300 minus
$250 paid by X).

Example 5. A, an employee, renders
services during January 1947, for employers
W and X, each of whom is an employer o;her
than a subordinate unit of a national rail-
way-labor-organization employer, and for
employers Y and Z, each of which is a ,ub-
ordinate unit of a national railway-labor-or-
ganization employer. After December 31,
1946. A is paid for the month compensa;lon
of $140 by W, $100 by X, $50 by Y, and M100
by Z. In such case W and X are each re-
quired to deduct the employees' tax w;ith
respect to the full amount paid by them to A
for the month, that is, W with respect to
$140 and X with respect to $100; and Y ar d Z
are each required to deduct the employees'
tax with respect to their proportionate share
of $60 ($300 minus $240 paid by W and X).
Of the aggregate compensation of $150 paid
by Y and Z, $50, or one-third, was paid by Y,
and $100, or two-thirds, was paid by Z. In
such case Y is required to deduct the em-
ployees' tax with respect to one-third of $60,
or $20, and Z is required to deduct the ,;m-
ployees' tax with respect to two-thirds of
$60, or $40.

(3) Undercollections or overcollec-
tions. Any undercollection or overcollec-
tion of employees' tax resulting from the
employer's inability to determine, at the
time compensation is paid, the correct
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amount of compensation with respect to
which the deduction should be made
shall be corrected in accordance with the
provisions of subpart F, relating to an
adjustment of employees' tax and em-
ployers' tax, and subpart G, relating to
credits and refunds.

(c) When fractional part of cent may
be disregarded. In collecting the em-
ployees' tax, the employer shall disre-
gard any fractional part of a cent of
such tax unless it amounts to one-half
cent or more, in which case it shall be
increased to 1 cent.

(d) Employer's liability. (1) The em-
ployer is liable for the employees' tax
with respect to compensation paid by
him subsequent to June 28, 1937, whether
or not collected from the employee. If
at any time subsequent to that date the
employer deducts less than the correct
amount of employees' tax or fails to de-
duct any part of the tax, he is neverthe-
less liable for the correct amount of the
tax. With respect to compensation
earned by any employee for the period
from January 1, 1937, to June 28, 1937,
inclusive, the employer shall be liable
for the employees' tax only to the extent
that the employer has under his control
at any time subsequent to June 28, 1937,
amounts of compensation earned at any
time by the employee, or amounts de-
ducted by the employer from the com-
pensation of the employee under the act
of August 29,1935 (49 Stat. 974; 45 U. S. C.,
Chapter 10). Until collected from him,
the employee is also liable for the em-
ployees' tax. Any employees' tax col-
lected by or on behalf of an employer is
a special fund in trust for the United
States. An employer is not liable to
any person for the amount of the em-
ployees' tax deducted by him and paid
to the collector.

(2) See Subpart E, relating to returns
and payment of employees' tax; Subpart
F, relating to adjustment of employees'
tax; Subpart G, relating to interest and
penalties.
[Regs. 100, 2 F. R. 2562, as amended by T. D.
5574, 12 F. R. 53301

SUBPART C-EMPLOYERS' TAX

SouRcE: §§ 410.301 and 410.302 contained
in T. D. 5574, 12 F. R. 5332.

§ 410.301 Measure of employers' tax-
(a) General rule-(1) Compensation
paid prior to January 1, 1947. Except
as provided in paragraphs (b) (1) and
(c) of this section, the employers' tax

with respect to compensation paid prior
to January 1, 1947, is measured by the
amount of compensation paid prior to
such date by an employer to his em-
ployees for services rendered after De-
cember 31, 1936, excluding, however, the
amount of compensation in excess of $300
which Is paid prior to January 1, 1947,
by the employer to any employee for
services rendered during any one calen-
dar month. (For the purposes of this
subpart, see §§ 410.5, 410.6, and 410.7,
relating to compensation, and particu-
larly § 410.8, relating to the time when
compensation is deemed to be paid.)

(2) Compensation paid after Decem-
ber 31, 1946. Except as provided in para-
graphs (b) (2) and (c) of this section,
the employers' tax with respect to com-
pensation paid after December 31, 1946,
is measured by the amount of compensa-
tion paid after such date by an employer
to his employees for services rendered
after December 31, 1936, excluding, how-
ever, the amount of compensation in ex-
cess of $300 which Is paid after Decem-
ber 31, 1946, by the employer to any em-
ployee for services rendered during any
one calendar month.

(b) Aggregate monthly compensation
in excess of $300 paid by two or more em-
ployers-(1) Compensation paid prior to
January 1, 1947. If an employee is paid
compensation prior to January 1, 1947,
by two or more employers for services
rendered during any one calendar month
after 1936, and if the aggregate compen-
sation paid to such employee prior to
January 1, 1947, by all employers for
services rendered during such month is
in excess of $300, then there is included
in the measure of the employers' tax of
each employer with respect to the com-
pensation paid by him prior to January
1, 1947, to the employee for the month
only that proportion of $300 which the
compensation paid to the employee prior
to January 1, 1947, by such employer for
the month bears to the total compensa-
tion paid prior to January 1, 1947, to such
employee by all employers for that
month. (See paragraph (c) of this sec-
tion, which provides that for the purpose
of determining the employers' tax cer-
tain nominal compensation earned by an
employee of a local lodge or division of a
railway-1 a b o r-organization employer
shall be disregarded.)

(2) Compensation paid after Decem-
ber 31, 1946. If an employee is paid com-
pensation after December 31, 1946, by

Page 271

§ 410.301



Title 26-Internal Revenue

two or more employers for services ren-
dered during any one calendar month
after 1936, and if the aggregate compen-
sation paid to such employee after De-
cember 31, 1946, by all employers for serv-
ices rendered during such month is in
excess of $300, the measure of the em-
ployers' tax of each employer with re-
spect to the compensation paid by him
after December 31, 1946, to the employee
for the month shall be determined as fol-
lows:

(I) If such compensation is paid by two
or more employers, none of whom is a
subordinate unit of a national railway-
labor-organization employer (see § 410.2
(f)), the measure of the employers' tax
of each employer shall be that proportion
of $300 which the compensation paid
after December 31, 1946, by such em-
ployer to the employee for the month
bears to the total compensation paid
after December 31, 1946, to such em-
ployee by all employers for that month
(see Example 1 of this paragraph);

(it) If such compensation is paid by
'two or more employers, each of which
is a subordinate unit of a national rail-
way-labor-organization employer, the
measure of the employers' tax of each
subordinate unit shall be that proportion
of $300 which the compensation paid af-
ter December 31, 1946, by such subordi-
nate unit to the employee for the month
bears to the total compensation paid af-
ter December 31, 1946, to such employee
by all such subordinate units for that
month;

(iii) If such compensation is paid by
two or more employers, only one of whom
is an employer other than a subordinate
unit of a national railway-labor-organ-
ization employer, and if the compensa-
tion paid after December 31, 1946, to the
employee by the employer other than a
subordinate unit equals or exceeds $300
for the month, then no subordinate unit
shall be liable for any employers' tax
with respect to the compensation paid
by it after December 31, 1946, to such em-
ployee for that month, and the measure
of the employers' tax of the employer
other than a subordinate unit with re-
spect to the compensation paid by him
after December 31, 1946, to such em-
ployee for that month shall be $300 (see
Example 2 of this paragraph);

(iv) If such compensation is paid by
two or more employers other than a sub-
ordinate unit of a national railway-
labor-organization employer and by one
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or more subordinate units of a national
railway - labor - organization emplcyer,
and if the total compensation paid after
December 31, 1946, to the employee by
the employers other than a subordinate
unit equals or exceeds $300 for the
month, then no subordinate unit sha 1 be
liable for any employers' tax with respect
to the compensation paid by it after De-
cember 31, 1946, to such employee for
that month, and the measure of the em-
ployers' tax of each employer other than
a subordinate unit shall be that propor-
tion of $300 which the compensation paid
after December 31, 1946, by such .3m-
ployer to the employee for the month
bears to the total compensation paid
after December 31, 1946, to such i m-
ployee by all such employers other tian
a subordinate unit for that month (see
Example 3 of this paragraph);

(v) If such compensation is paid by
two or more employers, only one of
whom is a subordinate unit of a na-
tional railway-labor-organization em-
ployer, and if the total compensation
paid after December 31, 1946, to the em-
ployee by all employers other than the
subordinate unit is less than $300 for the
month, then the measure of the em-
ployers' tax of each employer other than
the subordinate unit shall be the 'ull
amount of compensation paid by him
after December 31, 1946, to such em-
ployee for that month, and the measure
of the employers' tax of the subordinate
unit of a national railway-labor-organi-
zation employer shall be the remainder
of $300 less the total compensation paid
after December 31, 1946, to such Em-
ployee for that month by all other em-
ployers (see Example 4 of this para-
graph) ; or

(vi) If such compensation is paid by
one or more employers other than a sub-
ordinate unit of a national railway-
labor-organization employer and by two
or more subordinate units of a na-
tional railway-labor-organization em-
ployer, and if the total compensat:'on
paid after December 31, 1946, to the em-
ployee by all employers other than the
subordinate units is less than $300 for
the month, then the measure of the em-
ployers' tax of each employer other tlhan
the subordinate units shall be the full
amount of compensation paid by lhim
after December 31, 1946, to such em-
ployee for that month, and the measure
of the employers' tax of each subordinaite
unit of a national railway-labor-orgen-
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Ization employer shall be that propor-
tion of the remainder of $300 less the
total compensation paid after December
31, 1946, to such employee for the month
by all employers other than the subordi-
nate units which the compensation paid
after December 31, 1946, by such sub-
ordinate unit to the employee for that
month bears to the total compensation
paid after December 31, 1946, to such
employee by all such subordinate units-
for that month (see Example 5 of this
paragraph).
(See paragraph (c) of this section, which
provides that for the purpose of deter-
mining the employers' tax certain nomi-
nal compensation earned by an employee
of a local lodge or division of a railway-
labor-organization employer shall be
disregarded.)

(vii) The application of certain of the
foregoing principles may be illustrated
by the following examples:

Example 1. A, an employee, renders serv-
ices during January 1947, for employers X
and Y, neither of whom is a subordinate unit
of a national railway-labor-organization em-
ployer. After December 31, 1946, A is paid
for the month compensation of $200 by X
and $300 by Y, or an aggregate of $500 for the
month. In such case X pays two-fifths of A's
aggregate compensation for the month, and
Y pays three-fifths. X, therefore, is liable
for the employers' tax with respect to two-
fifths of $300, or $120, and Y is liable for the
employers' tax with respect to three-fifths of
$300, or $180.

Example 2. A, an employee, renders serv-
ices during January 1947, for employer X, an
employer other than a subordinate unit of a
national railway-1 a b o r-organization em-
ployer, and for employer Y, a subordinate
unit of a national railway-labor-organiza-
tion employer. After December 31, 1946, A
is paid for the month compensation of $350
by X and $50 by Y. Since the compensation
paid A for the month by X exceeds $300, Y
is not liable for any employers' tax with re-
spect to the compensation paid A for the
month; and X is liable for the employers' tax
with respect to $300 of the compensation paid
by him to A for the month.

Example 3. A, an employee, renders serv-
ices during January 1947, for employers W
and X, each of whom Is an employer other
than a subordinate unit of a national rail-
way-labor-organization employer, and for
employers Y and Z, each of which is a sub-
ordinate unit of a national railway-labor-
organization employer. After December 31,
1946, A is paid for the month compensation
of $150 by W and $8300 by X, or an aggregate
of $450 for the month, and compensation of
$100 by Y and $50 by Z. Since the aggregate
compensation paid A for the month by W
and X is in excess of $300, neither Y nor Z

is liable for any employers' tax with respect
to the compensation paid by them to A for
the month. Of the aggregate compensation
of $450 paid A for the month by W and X,
W pays one-third and X pays two-thirds. W,
therefore, is liable for the employers' tax with
respect to one-third of $300, or $100, and
X is liable for the employers' tax with re-
spect to two-thirds of $300, or $200.

Example 4. A, an employee, renders serv-
ices during January 1947, for employer X, an
employer other than a subordinate unit of a
national railway-labor-organization em-
ployer, and for employer Y, a subordinate
unit of a national railway-labor-organization
employer. After December 31, 1946, A is
paid for the month compensation of $250 by
X and $100 by Y. In such case X is liable
for the employers' tax with respect to the
full $250 paid by him to A for the month;
and Y is liable for the employers' tax with
respect to $50 ($300 minus $250 paid by X).

Example 5. A, an employee, renders serv-
ices during January 1947, for employers W
and X, each of whom is an employer other
than a subordinate unit of a national rail-
way-labor-organization employer, and for
employers Y and Z. each of which is a subor-
dinate unit of a national railway-labor-or-
ganization employer. After December 31,
1946, A is paid for the month compensation
of $140 by W, $100 by X, $50 by Y, and $100
by Z. In such case W and X are each liable
for the employers' tax with respect to the full
amount paid by them to A for the month,
that is, W with respect to $140 and X with
respect to $100; and Y and Z are each liable
for the employers' tax with respect to their
proportionate share of $60 ($300 minus $240
paid by W and X). Of the aggregate com-
pensation of $150 paid by Y and Z, $50, or
one-third, was paid by Y, and $100, or two-
thirds, was paid by Z. In such case Y is
liable for the employers' tax with respect to
one-third of $60, or $20, and Z is liable for
the employers' tax with respect to two-thirds
of $60, or $40.

(c) Nominal monthly compensation
earned by employee of local lodge or divi-
sion of railway-labor-organization em-
ployer. If the amount of compensation
earned In any calendar month by an in-
dividual as an employee in the service of
a local lodge or division of a railway-
labor-organization employer is less than
$3, such amount shall be disregarded for
the purpose of determining the employ-
ers' tax, provided:

(1) Such compensation is earned be-
fore April 1, 1940, and the taxes thereon
are not paid to the collector before July
1, 1940, or

(2) Such compensation is earned after
March 31, 1940.

(d) Underpayments or overpayments.
Any underpayment or overpayment of
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employers' tax resulting from the em-
ployer's inability to determine, at the
time such tax is paid, the correct amount
of compensation with respect to which
the tax should be paid shall be corrected
in accordance with the provisions of
§ 410.603, relating to adjustment of em-
ployers' tax, and Subpart G relating to
credits and refunds.

§ 410.302 Rates and computation of
employers' tax-(a) Compensation paid
prior to January 1, 1947. (1) The rates
of employers' tax applicable for the re-
spective calendar years with respect to
compensation paid prior to January 1,
1947, are as follows:

Percent
Compensation earned during the cal-

endar year 1939 -------------------- 2%
Compensation earned during the cal-

endar years 1940, 1941, 1942 -------- 3
Compensation earned during the cal-

endar years 1943, 1944, 1945 -------- 32/4
Compensation earned during the cal-

endar years 1946, 1947, 1948 ------- 3 2
Compensation earned during the cal-

endar year 1949 and subsequent cal-
andar years ------------------------- 3%

(2) The employers' tax with respect to
compensation paid prior to January 1,
1947, is computed by applying to the
amount of compensation with respect to
which the employers' tax is imposed the
rate for the calendar year in which the
compensation is earned. •

(b) Compensation paid after Decem-
ber 31, 1946. (1) The rates of employers'
tax applicable for the respective calendar
years with respect to compensation paid
after December 31, 1946, are as follows:

Percent
Compensation paid during the calendar

years 1947, 1948 --------------------- 5%
Compensation paid during the calendar

years 1949, 1950, 1951 --------------- 6
Compensation paid during the calendar

year 1952 and subsequent calendar
years ------------------------------ 6

(2) The employers' tax with respect to
compensation paid after December 31,
1946, is computed by applying to the
amount of compensation with respect to
which the employers' tax is imposed the
rate for the calendar year in which the
compensation is paid.

SUBPART D-EMPLOYEE REPRESENTATIVES' TAX

§ 410.401 Measure of employee repre-
s e n t a t i v e s" tax-(a) Compensation
earned or paid prior to January 1, 1947.
The employee representatives' tax with
respect to compensation earned prior to

January 1, 1947, is measured by so m'ich
of the compensation earned prior to sich
date by an individual for services ren-
dered after March 31, 1939, as an em-
ployee representative, as does not exceed
$300 for any one calendar month. The
employee representatives' tax with re-
spect to compensation paid prior to J.n-
uary 1, 1947, for services rendered after
December 31, 1946, is measured by so
'much of the compensation paid prior to
January 1, 1947, to an individual for
services rendered after December 31,
1946, as an employee representative, as
does not exceed $300 for any one calen-
dar month. (For the purposes of
this subpart, see §§ 410.5, 410.6, 410.7, und
410.8, relating to compensation.)

(b) Compensation paid alter Decem-
ber 31, 1946, for services rendered ajter
such date. The employee representa-
tives' tax with respect to compensation
paid after December 31, 1946, for services
rendered after such date is measured by
so much of the compensation paid alter
December 31, 1946, to an individual for
services rendered after such date, as an
employee representative, as does not 3x-
ceed $300 for any one calendar month.
[T. D. 5574, 12 F. R. 5334]

§ 410.402 Rates and computation of
employee representatives' tax-(a) Ccm-
pensation earned or paid prior to Jin-
uary 1, 1947. (1) The rates of employee
representatives' tax applicable for the re-
spective calendar years with respect to
compensation either earned or paid piior
to January 1, 1947, are as follows:

Perc nt
Compensation earned during the calen-

dar year 1939 ------------------- 31/2
Compensation earned during the calen-

dar years 1940, 1941, 1942 ------------ 3
Compensation earned during the calen-

dar years 1943, 1944, 1945 ---------- 1/2

Compensation earned during the calen-
dar years 1946, 1947, 1948 ----------- I

Compensation earned during the calen-
dar year 1949 and subsequent calen-
dar years -----------------------

(2) The employee representatives' lax
with respect to compensation either
earned or paid prior to January 1, 1947,
is computed by applying to the amount
of compensation with respect to wh:ch
the employee representatives' tax is i:n-
posed the rate for the calendar year in
which the compensation is earned.

(b) Compensation paid after Decein-
ber 31, 1946, for services rendered af:!er
such date. (1) The rates of employee
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representatives' tax applicable for the
respective calendar years with respect to
compensation paid after December 31,
1946, for services rendered after such
date are as follows:

Percent
Compensation paid during the calen-

dar years 1947, 1948 --------------- 111/2
Compensation paid during the calen-

dar years 1949, 1950, 1951 ----------- 12
Compensation paid during the calen-

dar year 1952 and subsequent calen-
dar years ------------------------- 121

(2) The employee representatives' tax
with respect to compensation paid after
December 31, 1946, for services rendered
after such date is computed by applying
to the amount of compensation with re-
spect to which the employee representa-
tives' tax is imposed the rate for the
calendar year in which the compensation
is paid.
[T. D. 5574, 12 F. R. 53341

SUBPART E-RETURNS AND PAYMENT OF TAX
§ 410.501 Initial and quarterly re-

turns of tax-(a) General. For the pe-
riod beginning January 1, 1937, and end-
ing September 30, 1937, and for each
subsequent period of three calendar
months ending December 31, March 31,
June 30, and September 30, each em-
ployer shall prepare a return of tax, in
triplicate, on Form CT-1, and each em-
ployee representative shall prepare a re-
turn of tax, in triplicate, on Form CT-2.
Each employer and employee represen-
tative is required to file his own return.
Consolidated returns of parent and sub-
sidiary corporations are not permitted.

(b) Returns of employers required by
State law to pay compensation on weekly
basis. If any employer is required by the
laws of any State to pay compensation
weekly, the return of tax with respect to
such compensation may, at the election
of such employer, cover all pay-roll
weeks which, or the major part of which,
fall within the period for which a return
of tax is required by paragraph (a) of
this section. This provision shall not
apply, however, to any pay-roll week
which falls in 2 calendar years. Any em-
ployer who elects to file a return as pro-
vided in this paragraph shall notify the
Commissioner in writing of such election
and shall include therein a statement
setting forth the facts which entitle him
to make the election. Such notice shall
be in duplicate and shall be attached to
the return for the first period to which
such election applies. Any election so
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made shall be binding upon the taxpayer
with respect to all returns subsequently
made by him until the Commissioner au-
thorizes or directs the taxpayer to make
a return on a different basis. For the
purpose of determining the time when
compensation is paid in accordance with
§ 410.8 (c), and of determining the due
date of a return in accordance with
§ 410.505, the calendar month following
the period covered by the return of an
employer making such election is the
same calendar month which would be
determinative for such purposes if the
employer had not made the election.

Example: Employer A is required by State
law to pay his employees within 6 days after
the compensation is earned. In compliance
with the State law, Employer A, for services
rendered to him for the period September
27 to October 2, 1937, pays his employees on
the last-named date. September, 1937, is
the last month of a period for which a return
of tax is required to be filed. Employer A
may elect to include in the return required
under paragraph (a) of this section for the
period January 1 to September 30, 1937, the
compensation paid to his employees for the
week of September 27 to October 2, 1937, in-
clusive, although the compensation for Oc-
tober 1 and 2 falls within another period
for which a return is required under para-
graph (a) of this section. If, in this exam-
ple, the pay-roll week ended on October 5,
1937, the compensation paid for the pay-roll
week September 29 to October 5 would be
included In the return period in which Oc-
tober falls although the compensation earned
for September 29 and 30 fell in a prior return
period under the general rule.
[Regs. 100, 2 F. R. 2563, as amended by T. D.
4859, 3 F. R. 2179J

§ 410.502 Final returns. (a) The last
return on Form CT-1 for any person who
ceases to be an employer, shall be marked
"Final return." Such return shall be
filed with the collector on or before the
sixtieth day after the date of the final
payment of compensation with respect to
which the tax is imposed, except that if
such final payment was made prior to
April 1, 1939, the return shall be filed on
or before the thirtieth day after the date
of such payment. The period covered by
each such return shall be plainly written
on the return, indicating the date of the
final payment of compensation.

(b) The last return on Form CT-2 for
any person who ceases to be an employee
representative shall be marked "Final
return."

(c) There shall be executed as part of
each final return a statement giving the
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address at which the records required
by § 410.806 will be kept and the name
of the person keeping the records.
[Regs. 100, 2 F. R. 2564, as amended by T. D.

4891, 4 F. R. 1391]

§ 410.503 Execution of returns. (a)
Each return on Form CT-1 shall be
signed and (except as provided in this
section) verified under oath or affirma-
tion by (1) the individual, if the em-
ployer is an individual; (2) the president,
vice president, or other principal officer,
if the employer is a corporation; or (3)
a responsible and duly authorized mem-
ber or officer having knowledge of its
affairs, if the employer is a partnership
or other unincorporated organization.
Each return on Form CT-2 shall be
signed and (except as provided in this
section) verified under oath or affirma-
tion by the employee representative.

(b) The oath or affirmation may be
administered by any officer duly au-
thorized to administer oaths for general
purposes by the law of the United States
or of any State or Territory, wherein
such oath is administered, or by a con-

•sular officer of the United States. Re-
turns executed abroad may be attested
free of charge before a United States
consular officer. If a foreign notary or
other official having no seal acts as at-
testing officer, the authority of such at-
testing officer should be certified to by
some judicial officer or other proper of-
ficer having knowledge of the appoint-
ment and official character of the at-
testing officer. If the tax shown to be
payable by any return is $10 or less, the
return may be signed or acknowledged
before two witnesses instead of under
oath.

(C) Each return for a period begin-
ning after December 31, 1943, shall con-
tain or be verified by a written declara-
tion that it is made under the penalties
of perjury, and such declaration shall be
in lieu of the oath or affirmation, or the
signing or acknowledgment before two
witnesses, otherwise required.
[Regs. 100, 2 F. R. 2564, as amended by T. D.
5302, 8 F. R. 14000]

§ 410.504 Use of prescribed forms.
Each return, together with any pre-
scribed copies and supporting data, shall
be filled out in accordance with the in-
structions contained thereon and the
regulations applicable thereto. The pre-
scribed forms may be obtained from
collectors. A taxpayer will not be ex-
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cused from making a return for the rea-
son that no form has been furnshed
to him. Application should be male to
the collector for the prescribed forms in
ample time to have the return prepared,
verified, and filed with the collector on
or before the due date. Returns shall
be carefully prepared so as fully and
clearly to set forth the data therein
called for. Returns which have not been
so prepared will not be accepted as
meeting the requirements of the act. In
case the prescribed form is not available,
a statement made by the taxpayer dis-
closing for the period for which a return
is required the amount of compens ation
with respect to which the tax is imposed,
together with the amount of tax due,
may be accepted as a tentative return.
If filed within the prescribed time the
statement so made will relieve the tax-
payer from liability to the penalty im-
posed for the delinquent filing of the
return by section 3176 of the United
States Revised Statutes (26 U. S. C. 1512,
1524), as amended, and section 4)6 of
the Revenue Act of 1935 (49 Stat. t027;
26 U. S. C., Sup., 1525) (see § 410.805),
provided that without unnecessary de-
lay such tentative return is supgple-
mented by a return made on the proper
form.
[Regs. 100, 2 F. R. 2564]

§ 410.505 Place and time for Jtlino re-
turns. (a) Each return on Form CT-1
shall be filed with the collector for the
district in which is located the principal
place of business of the employer. :Each
return on Form CT-2 shall be filed with
the collector for the district in which is
located the legal residence or principal
place of business of the employee repre-
sentative. If the employer has no prin-
cipal place of business in the United
States or if the employee representative
has no legal residence or principal place
of business in the United States, the re-
turn shall be filed with the collector at
Baltimore, Md.

(b) The return for the period Janu-
ary 1, 1937, to September 30, 1937, inclu-
sive, shall be filed on or before Nove:nber
30, 1937; the return for each quarterly
period thereafter up to and inclt.ding
the period ended December 31, 1938, shall
be filed on or before the last day o:L the
first calendar month following the pe-
riod for which it is made; and thi. re-
turn for each quarterly period subse-
quent to December 31, 1938, shall be
filed on or before the last day of the
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second calendar month following the
period for which it is made. If such last
day falls on Sunday or a legal holiday,
the return may be filed on the next fol-
lowing business day. If placed in the
mails, the return shall be posted in ample
time to reach the collector's office under
ordinary handling of the mails, on or
before the date on which the return is
required to be filed. As to additions to
the tax In the case of failure to file the
return within the prescribed time, see
§ 410.805.
[Regs. 100, 2 F. R. 2564, as amended by T. D.
4891, 4 F. R. 1391]

§ 410.506 Payment of tax. The tax
required to be reported on any return is
due and payable to the collector without
assessment by the Commissioner or no-
tice by the collector, at the time fixed for
filing the return. For provisions relating
to interest, see § 410.803 and for provi-
sions relating to penalties, see §§ 410.804,
410.805; also section 1114 of the Revenue
Act of 1926 (44 Stat. 116), made appli-
cable by section 7 (c) of the act.
[Regs. 100, 2 F. R. 2564]

§ 410.507 When fractional part of cent
may be disregarded. In the payment of
taxes to the collector a fractional part
of a cent shall be disregarded unless it
amounts to one-half cent or more, in
which case it shall be increased to 1 cent.
Fractional parts of a cent shall not be
disregarded In the computation of taxes.
See § 410.203 (c) for provisions relative to
fractional parts of a cent in connection
with the deduction of employees' tax
from compensation.
[Regs. 100, 2 F. R. 25641

SUBPART F-ADJUSTMENT OF EMPLOYEES'
TAX AND EMPLOYERS' TAX

SoURCE: §§ 410.601 to 410.603 contained in
Regulations 100, 2 F. R. 2565.

§ 410.601 Adjustments in general.
Sections 2 (c) and 3 (b) of the act pro-
vide in certain cases for the adjustment
of errors in the payment of employees'
tax and employers' tax without the for-
mality of a claim being filed for refund
or credit of an overpayment or without
formal demand being made by the col-
lector for payment of any additional
amount due by reason of an underpay-
ment. Not all corrections of erroneous
collections or payments of tax, however,
constitute "adjustments" within the
meaning of the act and the regulations in

this part. The various situations under
which such adjustments shall be made
are set forth in §§ 410.602, 410.603. Such
sections also contain provisions relating
to settlement other than by adjustment
under certain circumstances set forth
therein. Subpart G deals further with
settlement other than by adjustment.
If an employer makes an erroneous col-
lection of employees' tax from two or
more of his employees, a separate adjust-
ment must be made with respect to each
employee. Thus, an overcollection of
employees' tax from one employee may
not be used to offset an undercollection
of such tax from another. No interest
shall be allowed or collected with respect
to any erroneous collection or payment
adjusted pursuant to § 410.602 or
§ 410.603.

§ 410.602 Adjustment of employees'
tax-(a) Undercollections-(1) Prior to
filing of return. If no employees' tax
or less than the correct amount of em-
ployees' tax is deducted from any pay-
ment of compensation to an employee
and the error is discovered prior to the
time the return of tax with respect to
such compensation is filed with the col-
lector, the employer shall nevertheless
report on such return and pay to the col-
lector the correct amount of employees'
tax. While, in such case, the employer
may reimburse himself by deductions
from subsequent remuneration of the
employee, such deductions do not con-
stitute adjustments within the meaning
of this section, and shall not be reported
as adjustments on any return.

(2) After return is filed. If no em-
ployees' tax or less than the correct
amount of employees' tax is deducted
from any payment of compensation to
an employee, and the correct amount of
such tax is not reported and paid pur-
suant to subparagraph (1) of this para-
graph, the employer shall adjust the
undercollection by deducting the amount
thereof from the first payment of com-
pensation made to such employee after
the error Is discovered. Amounts so
deducted shall be reported as adjust-
ments on the return for the quarter In
which deducted. The undercollection
shall be deducted from such first pay-
ment of compensation in addition to the
employees' tax imposed with respect to
such compensation. If the individual
whose employees' tax was undercollected
leaves the employ of the employer who
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failed to make the deduction and is en-
titled to no further remuneration from
such employer, the undercollection is not
adjustable under this section. In such
case if the undercollection has not been
reported and paid pursuant to subpara-
graph (1) of this paragraph, the em-
ployer shall report and pay the tax with
the next quarterly return filed after dis-
covery of the error. No undercollection
of employees' tax shall be adjusted after
receipt from the collector of formal no-
tice and demand for payment thereof
based upon assessment approved by the
Commissioner, but the amount shall be
paid pursuant to such notice and de-
mand. While in such case the employer
may reimburse himself by deductions
from remuneration of the employee, such
deductions do not constitute adjustments
within the meaning of this section and
shall not be reported as adjustments on
any return.

(b) Overcollections-(1) Prior to fil-
ing of return. If an employer (1) col-
lects more than the correct amount of
employees' tax from any employee with
respect to any quarterly period, and (ii)
reimburses the employee in the amount
of the overcollection prior to the time the
return for such period is filed with the
collector, then the employer shall not
report or pay to the collector the amount
of the overcollection. Such reimburse-
ment does not constitute an adjustment
within the meaning of this section and
shall not be reported as an adjustment
on any return. However, every overcol-
lection not repaid to the employee as
provided in this subparagraph must be
reported and paid to the collector with
the return for the quarter In which the
overcollection took place.

(2) Alter return is filed. If an em-
ployer collects from any employee and
pays to the collector more than the cor-
rect amount of employees' tax, the em-
ployer shall adjust the overcollection
when the first payment of compensation
is made to the employee after discovery
of the error. The adjustment shall be
made by applying the overcollection
against the employees' tax which is im-
posed with respect to such first payment
of compensation, and by deducting the
remainder, if any, of the tax from such
compensation. In case the overcollec-
tion is greater in amount than the em-
ployees' tax imposed with respect to such
first payment of compensation, the bal-
ance shall be applied against the em-

ployees' tax imposed with respect to the
next consecutive payments of compensa-
tion until the adjustment is comp.eted.
No adjustment shall be made under this
subparagraph after the expiration of four
years after the overcollection was paid to
the collector. A claim for credit cr re-
fund (in accordance with §§ 411.701,
410.702) may be filed within such 4 .year
period for such part of any overcolle ction
as can not be adjusted within such pe-
riod. After the employee leaves the em-
ploy of the employer who made an over-
collection and is entitled to no further
compensation from such employer, ad-
justments under this section are not per-
mitted. In such case the employer may
pay the amount of the overcollection, or
such part thereof as remains unadj asted
under this section, to the employee, and
file a claim for credit or refund ini ac-
cordance with §§ 410.701, 410.702. In
lieu of paying such amount prior to filing
a claim, the employer may obtain the
employee's written consent to allowance
of the claim.

§ 410.603 Adjustment of employers'
tax-Ca) Underpayments. If no em-
ployers' tax or less than the correct
amount of employers' tax is paid with
respect to any payment of compensation,
the employer shall adjust the error by
(1) reporting the additional amount due
by reason of the underpayment as addi-
tional tax on his next return filed after
the discovery of the error and (2) p iying
the amount thereof to the collector at
the time such return is filed. However,
no underpayment shall be adjusted un-
der this section after receipt from the
collector of formal notice and demand
for payment thereof based upon an as-
sessment approved by the Commiss: oner,
but the amount thereof shall be pid to
the collector pursuant to such notic and
demand.

(b) Overpayments. If an employer
pays more than the correct amount of
employers' tax, the employer shall ad-
just the error by applying the excess
payment as a credit against the tax due
upon his next return filed after tho dis-
covery of the error. No overpayment
shall be adjusted under this section
after the expiration of 4 years after the
date the overpayment was made to the
collector.

SUBPART G-CREDITS AND REFUNDS
SouRcE: §§ 410.701 to 410.707 contained In

Regulations 100, 2 F. R. 2566, except as noted
following section affected.
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§ 410.701 Credit or refund in general.
(a) A claim for credit or refund shall
be made on Form 843 in accordance with
the instructions printed on such form
and in accordance with the regulations
in this part. It should be clearly in-
dicated on the form whether the claim
is for credit or refund. Each claim for
credit must be attached to the return on
which the credit Is claimed. The pre-
scribed form may be obtained from any
collector. There shall be set forth un-
der oath all grounds in detail and all
facts alleged in support of the claim in-
cluding the amount and date of each
payment to the collector of the tax for
which credit or refund is claimed, the
name and address of the person who paid
the tax to the collector, and the period
covered by the return on which such tax
was reported.

(b) If any tax is paid by or on behalf
of an Individual who thereafter dies and
a claim for refund or credit is filed by
a legal representative of the deceased,
certified copies of the letters testamen-
tary, letters of administration, or other
similar evidence shall be annexed to the
claim, to show the authority of the ex-
ecutor, administrator, or other fiduciary
by whom the claim is filed. If an ex-
ecutor, administrator, guardian, trustee,
receiver, or other fiduciary pays any tax
and thereafter a claim for refund or
credit is filed by the same fiduciary, doc-
umentary evidence to establish the legal
authority of the fiduciary need not ac-
company the claim, provided a statement
is made in the claim showing that the
tax was paid by the fiduciary and that
the latter is still acting. In such cases,
if a refund or interest is to be paid, let-
ters testamentary, letters of administra-
tion, or other evidence may be required,
but should be submitted only upon the
receipt of a specific request therefor. If
a claim Is filed by a fiduciary other than
the one by whom the tax was paid, the
necessary documentary evidence shall
accompany the claim. The affidavit on
the claim form may be made by the
agent of the person assessed, but in such
case a power of attorney shall accom-
pany the claim.

(c) No credit or refund will be allowed
for any tax (including interest or pen-
alty, if any) which has been erroneously,
illegally, or otherwise wrongfully col-
lected, after the expiration of 4 years
after the payment to the collector of tax,
penalty, or Interest, except upon one or

more of the grounds set forth in a claim
filed prior to the expiration of such 4-
year period.

§ 410.702 Credit or refund of overpay-
ments of tax under this act which are
not adjustable. (a) If more than the
correct amount of tax (including interest
or penalty, If any) is paid to the collec-
tor and if the overpayment can not be
adjusted pursuant to § 410.602 or
§ 410.603, the person paying such tax to
the collector may take a credit for such
overpayment upon any return of tax sub-
sequently filed or may file a claim for
refund of such overpayment. In case a
credit is taken under this section, a claim
on Form 843 is not required, but the
return on which such credit is taken shall
have securely attached thereto a state-
ment under oath, setting forth in detail
the grounds and facts relied upon In sup-
port of the credit.

(b) In case a credit is taken on any
return or a claim is filed by an employer
for refund of employees' tax as provided
by paragraph (a) of this section, the
employer shall attach to the return on
which a credit is taken, or shall Include
In the claim, a statement that he has
repaid the tax to the employee or has
secured the written consent of such
employee to allowance of the refund or
credit. In every such case the employer
shall keep as part of his records the
written receipt of the employee acknowl-
edging payment or the written consent of
the employee, whichever is used in sup-
port of the credit or refund.

(c) If (1) more than the correct
amount of employees' tax is collected by
an employer from an employee and paid
to the collector; and (2) the employee
leaves the employ of such employer; and
(3) the employee does not receive reim-
bursement by way of adjustment or
otherwise from such employer and does
not authorize the employer to file a
claim and receive refund or credit, then
such employee may file a claim for a re-
fund of such overpayment. (For claims
filed by a legal representative, see
§ 410.701 (b).)

(d) In case a claim for refund is filed
by an employee as provided by para-
graph (c) of this section, the claimant
shall attach to the claim a statement
of a responsible officer of the employer
giving the complete details of the over-
collection, including the date and amount
and a statement by such officer showing
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that the employer has not reimbursed
the employee in the amount of the over-
collection and showing the amount, if
any, of any credit or refund of such over-
collection claimed or to be claimed by
such employer.

§ 410.703 Credit and refund of taxes
paid under title VIII of the Social Se-
curity Act for period during which lia-
bility existed under this act. If any per-
son pays any tax imposed by title VIII
of the Social Security Act with respect
to any period for which he was not liable
for such tax but was liable with respect
to such period for a tax imposed under
the Carriers Taxing Act of 1937, the
amount paid as tax under title VIII of
the Social Security Act (49 Stat. 636-639;
42 U. S. C., 1001-1011) shall be credited
against the amount of tax for which
such person is liable under the Carriers
Taxing Act of 1937 and the balance, if
any, shall be refunded. Each person
claiming a credit or refund of any such
tax shall file a claim in accordance with
§ 410.701.

§ 410.704 Credit and refund of taxes
paid under this act for period during
which liability existed under title VIII of
the Social Security Act. If any person
pays any tax imposed by this act with
respect to any period for which he was
not liable for such tax but was liable with
respect to such period for a tax imposed
under title VIII of the Social Security
Act, the amount paid as tax under this
act shall be credited against the tax for
which such person is liable under title
VIII of the Social Security Act and the
balance, if any, shall be refunded. Each
person claiming any such refund shall
file a claim therefor in accordance with
§ 410.701.

§ 410.705 Credit and refund of taxes
imposed under the act of August 29, 1935,
which were paid to the collector-(a)
General. Every claim for refund or credit
under the provisions of this section shall
be made on Form 843 in accordance
with the provisions of this section and
§ 410.701. A claim which does not comply
with these requirements will not be con-
sidered for any purpose as a claim for
refund or credit. No interest shall be
allowed with respect to any refunds or
credits provided for by this section.

(b) Representatives' tax. Every in-
dividual who as a representative, as de-
fined in section 1 (b) of the act of
August 29, 1935 (49 Stat. 974,; 45 U. S. C.,
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Sup. I, 241 (b)), paid to the collector
any representatives' tax under such act
with respect to remuneration esrned
prior to January 1, 1937, may obtain a
refund of the amount of such tax. Every
individual who as a representative, as
defined in section 1 (b) of the at of
August 29, 1935, paid to the collector
any representatives' tax under such act
with respect to remuneration earned dur-
ing the period January 1, 1937, to June
28, 1937, inclusive, may obtain a rcfund
of the amount of such tax if he estab-
lishes to the satisfaction of the Conmis-
sioner that the employees' tax or em-
ployee representatives' tax for such pe-
riod, if any, for which he is liable under
the Carriers Taxing Act of 1937 has been
paid to the collector. If the employees'
tax or the employee representative;' tax
for which an individual is liable uder
the Carriers Taxing Act of 1937 for the
period January 1, 1937, to June 28, 1937,
inclusive, has not been paid, then so nuch
of the representatives' tax paid by such
individual under the act of Augu,.t 29,
1935, with respect to remuneration
earned during such period as is not in
excess of the tax for which the indi-
vidual is liable under the Carriers Taxing
Act of 1937 for the same period shall be
credited against such tax under the Car-
riers Taxing Act of 1937. Such incivid-
ual may obtain a refund of so mu, h of
the tax paid under the-act of August 29,
1935, as is in excess of the amount ,red-
ited against his liability under the Car-
riers Taxing Act of 1937. Any p, rson
claiming a refund or crediting any
amount under this paragraph sha I file
a claim in accordance with paraE:raph
(a) of this section.

(c) Carriers' tax period for March 2,
1936, to December 31, 1936. Every car-
rier, as defined in section 1 (a) of tl e act
of August 29, 1935, which paid any car-
riers' tax imposed by that act wit i re-
spect to remuneration earned pri)r to
January 1, 1937, may obtain a refuad of
such tax, or may obtain a credit for the
amount thereof aaginst the employers'
tax imposed upon such carrier as an
employer under the Carriers' Taxin- Act
of 1937, by filing a claim pursua:it to
paragraph (a) of this section.

(d) Carriers' tax for period Janu4ry 1,
1937, to June 28, 1937. Every carrier as
defined in section 1 (a) of the act of Au-
gust 29, 1935, which paid any carriers'
tax imposed by that act with respoct to
remuneration earned during the j eriod
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January 1, 1937, to June 28, 1937, inclu-
sive, shall credit against the amount of
the employers' tax imposed for the same
period upon such carrier as an employer
under the Carriers Taxing Act of 1937,
an equal amount of carriers' tax so paid
under the act of August 29, 1935. Each
carrier required to credit any such tax
shall file a claim therefor in accordance
with paragraph (a) of this section. The
carrier may obtain a refund of any bal-
ance of the carriers' tax paid under the
act of August 29, 1935, which remains
after the allowance of the foregoing
credit, or may obtain a credit for the
amount of such balance against its em-
ployers' tax for any period subsequent to
June 28, 1937, by filing a claim pursuant
to paragraph (a) of this section.

(e) Employees' tax for period March
2, 1936, to December 31, 1936. Every
carrier as defined in section 1 (a) of the
act of August 29, 1935, which paid to the
collector any employees' tax imposed by
that act upon its employees with respect
to remuneration earned prior to January
1, 1937, may obtain a refund of such tax,
or may obtain a credit for the amount
thereof against the employees' tax im-
posed under the Carriers Taxing Act of
1937, by filing a claim pursuant to para-
graphs (a) and (g) of this section.

(f) Employees' tax for period January
1, 1937, to June 28, 1937. Every carrier
as defined in section 1 (a) of the act of
August 29, 1935, which paid to the col-
lector any employees' tax imposed by
that act upon its employees with respect
to remuneration earned during the pe-
riod January 1, 1937, to June 28, 1937,
inclusive, shall credit against the amount
of employees' tax imposed for the same
period upon the same employees by the
Carriers Taxing Act of 1937, an equal
amount of the employees' tax so paid
with respect to such employees under
the act of August 29, 1935. Each carrier
required to credit the amount of any
such tax shall file a claim covering the
amount thereof in accordance with par-
agraphs (a) and (g) of this section.
The carrier may obtain a refund of any
balance of employees' tax paid under the
act of August 29, 1935, which remains
after the allowance of the foregoing
credit, or may obtain a credit for the
amount of such balance against the em-
ployees' tax imposed for any period sub-
sequent to June 28, 1937, by filing a claim
pursuant to paragraphs (a) and (g) of
this section.

(g) Statements required in connec-
tion with claims for refund or credit of
employees' tax. (1) Every carrier as de-
fined in section 1 (a) of the act of August
29, 1935, which files a claim for refund
or credit of any employees' tax paid un-
der such act shall include in the claim a
statement that it has either repaid the
tax to the employee and has the em-
ployees' written receipt acknowledging
payment, or has secured the written con-
sent of the employee to allowance of the
claim. If the claim is made with respect
to a deceased employee, the carrier shall
set out in such statement that he has
repaid the tax to the legal representative
of the deceased employee and has such
representative's written receipt acknowl-
edging payment, or has secured his writ-
ten consent to allowance of the claim.
(See § 410.806 (e).)

(2) If any individual whose employees'
tax was paid to the collector under the
act of August 29, 1935, desires to file a
claim for refund, there shall be attached
to such claim a statement of a responsi-
ble officer of the carrier which employed
him showing the amount, if any, of any
credit taken or to be taken by such car-
rier against any employees' tax imposed
by the Carriers Taxing Act of 1937 upon
such employee. If the claim for such
refund is filed by the legal representative
of a deceased individual, there shall be
attached thereto a statement of a re-
sponsible officer of the carrier showing
the amount, if any, of any credits taken
or to be taken by such carrier against any
employees' tax imposed by the Carriers
Taxing Act of 1937 upon such deceased
individual, and the evidence required by
§ 410.701 (b) of his authority to act as
such legal representative. -

§ 410.706 Employees' tax deducted
from remuneration under the act of Au-
gust 29, 1935, and not paid to collector-
(a) For period March 2, 1936, to Decem-
ber 31, 1936. Every carrier, as defined in
section 1 (a) of the act of August 29,
1935, which deducted the employees' tax
imposed by such act from remuneration
earned by any individual prior to Jan-
uary 1, 1937, and which has not paid such
tax to the collector, shall repay the tax
to the individual from whom collected
(or in the case of a deceased individual,
to his legal representative). Each such
carrier shall maintain records showing
the amount of the tax thus repaid and
the dates on which such amounts were
repaid.
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(b) For period subsequent to December
31, 1936. (1) Every carrier, as defined
in section 1 (a) of the act of August 29,
1935, which deducted the employees' tax
imposed by such act froni remuneration
earned by any individual during any'pe-
riod subsequent to December 31, 1936,
and which has not paid such tax to the
collector, shall repay to the individual
from whom collected (or In the case of a
deceased individual, to his legal repre-
sentative), any amount of such tax in
excess of the employees' tax imposed by
the Carriers Taxing Act of 1937 upon
such individual for the same period.
Each such carrier shall maintain records
showing the amount of the tax thus re-
paid and the dates on' which such
amounts were repaid.

(2) So much of the sums not paid to
the collector, which were deducted as
tax from the compensation of an em-
ployee under the act of August 29, 1935,
with respect to compensation earned
subsequent to December 31, 1936, as is
not in excess of the employees' tax Im-
posed by the Carriers Taxing Act of 1937
upon such employee for the same period,
shall be paid to the collector the same as
though such amounts had been deducted
as and for employees' tax with respect to
such compensation under the Carriers
Taxing Act of 1937.

§ 410.707 Treatment under section 4
(b) of the act approved August 13, 1940,
of taxes with respect to certain services
performed in the employ of carriers by
railroad. Section 4 (b) of the act ap-
proved August 13, 1940 (54 Stat. 786),
provides that' no person shall be en-
titled, by reason of. the provisions of
such act, to a refund of, or relief from
liability for, taxes paid or accrued prior
to August 13, 1940, pursuant to the Car-
riers Taxing Act of 1937 or subchapter
B of chapter 9 of the Internal Revenue
Code, with respect to employment in the
service of any carrier by railroad subject
to part I of the Interstate Commerce Act.
(See sections 3 and 4 of the act of Au-
gust 13, 1940; and see § 410.3 (a).)
However, under further provisions of
such section 4 (b) the amount of such
taxes paid to the collector may in ac-
cordance with such section be applied in
reduction of the tax liability, under Title
VIII of the Social Security Act or under
the Federal Insurance Contributions Act
(subchapter A of *chapter 9 of the In-
ternal Revenue Code), incurred by rea-
son of the provisions of the act of August
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13, 1940. In any such case, a claim for
credit shall be made on Form 843 ilL ac-
cordance with the instructions relE.ting
to such form and the applicable p::ovi-
sions of § 410.701. There shall be set
forth under oath all grounds in de-
tail and all facts alleged in support of
the claim including the amount and
date of each payment to the collector of
the tax for which credit is claimed the
name and address of the person who
paid the tax to the collector, and the
period covered by the return on which
such tax was reported. Such othtr or
additional proof as the Commissioner
may deem necessary to establish the
right to the credit shall be submitted.

(See, however, section 14 of the act
approved April 8, 1942 (56 Stat. 20; 26
U. S. C. 1532 (d) for special provi,;ions
relating to interest and penalties in the
case of certain local lodges and divi,',ions
and general committees of railway-
labor-organization employers.)
[T. D. 5017, 5 F. R. 42691

SUBPART H-MISCELLANEOUS PROVISICNS

§ 410.801 Assessment and collection
of underpayments. (a) If any employ-
ees' tax or employers' tax is not pa'd to
the collector when due, the Commis, ion-
er may, as the circumstances warrant,
assess the tax (whether or not the under-
payment is adjustable) or afford the em-
ployer opportunity to adjust the under-
payment pursuant to § 410.602 or
§ 410.603. . Unpaid employers' taN or
employees' tax may be assessed against
the employer. Employees' tax not col-
lected by the employer may also be as-
sessed against the employee. If any em-
ployee representatives' tax is not paid
when due, it shall be assessed against
the employee representative.

(b)' The amount of any underpay-
ment, together with interest and pen alty,
if any, will be collected, pursuant to sec-
tion 3184 of the United States Revised
Statutes (26 U. S. C. 1545) and other ap-
plicable provisions of law, from the per-
son against whom assessment is made.
If any amount of an assessment has been
previously reported and paid to the col-
lector as an adjustment or otherwise the
person against whom the assessment is
made is privileged to file with the co.lec-
tor a claim on Form 843 for abatement of
such amount, together with interest and
penalties thereon if included in the as-
sessment.

§ 410.707



Chapter I-Bureau of Internal Revenue

(c) If an employer pays employees' tax
pursuant to an assessment against him
without an adjustment having been
made pursuant to § 410.602, reimburse-
ment with respect to such payment is a
matter to be settled between the em-
ployer and the employee. See § 410.803,
relating to interest, and § 410.804, relat-
ing to penalty for failure to pay an as-
sessment after notice and demand. See
also § 410.802, relative to jeopardy as-
sessment.
[Regs. 100, 2 F. R. 2568]

§ 410.802 Jeopardy assessment. (a)
Whenever, in the opinion of the collector,
it becomes necessary to protect the in-
terests of the Government by effecting an
immediate return and collection of the
tax, the case should be promptly reported
to the Commissioner by telegram or
letter. The communication should re-
cite the full name and address of the
person involved, the amount of taxes
due, the period involved, and a statement
as to the reason for the recommendation,
which will enable the Commissioner to
assess the tax, together with all penalties
and interest due. Upon assessment,
such tax, penalty, and interest shall be-
come immediately due and pgyable,
whereupon the collector will issue imme-
diately a notice and demand for payment
of the tax, penalty, and interest.

(b) The collection of the whole or any
part of the amount of the jeopardy as-
sessment may be stayed by filing with the
collector a bond in such amount, not ex-
ceeding double the amount with respect
to which the stay is desired and with
such sureties as the collector may deem
necessary. Such bond shall be condi-
tioned upon the payment of the amount,
collection of which is stayed, at the time
at which, but for the jeopardy assess-
ment, such amount would be due. In lieu
of surety or sureties the taxpayer may
deposit with the collector bonds or notes
of the United States, or bonds or notes
fully guaranteed by the United States,
having a par value not less than the
amount of the bond required to be fur-
nished, together with an agreement au-
thorizing the collector in case of default
to collect or sell such bonds or notes so
deposited.

(c) Upon refusal to pay, or failure to
pay or give bond, the collector will pro-
ceed immediately to collect the tax,
penalty, and interest by distraint with-
out regard to the period prescribed in
section 3187 of the United States Revised

819596-49------20

Statutes (26 U. S. C. 1580, 1581), as
amended.

CRoss REFERENcES: For Department of the
Treasury regulations relating to the accept-
ance of bonds, notes, or other obligations
issued or guaranteed by the United States as
security in lieu of surety or sureties on penal
bonds, see 31 CFR Part 225. For general reg-
ulations of the Public Debt Service concern-
ing United States bonds and notes, see 31
C R Chapter II.

§ 410.803 Interest. If the tax is not
paid to the collector when due and is not
adjusted under § 410.602 or § 410.603, in-
terest accrues at the rate of 6 percent
per annum.

(See, however, section 14 of the act
approved April 8, 1942 (56 Stat. 209; 26
U. S. C. 1532 (d) for special provisions
relating to interest and penalties in the
case of certain local lodges and divisions
and general committees of railway-labor-
organization employers.)
[Regs. 100, 2 F. R. 2569, as amended by T. D.

5161, 7 F. R. 5212]

§ 410.804 Penalty for failure to pay an
assessment after notice and demand.
(a) In case the taxpayer fails to pay to
the collector the entire amount of any
assessment of tax, penalty, or interest
within a period of 10 days after the date
of issuance of the form for first notice
and demand, based on such assessment,
there accrues under section 3184 of the
United States Revised Statutes (except
as provided in paragraph (b) 6f this
section) a penalty of 5 percent of the
amount of such assessment remaining
unpaid at the expiration of such period.

(b) If, within 10 days after the date
of issuance of the first notice and de-
mand, a claim for abatement of any
amount of the assessment is filed with
the collector who issued the form, the 5
percent penalty does not attach with
respect to such amount. If the claim
is rejected in whole or in part and the
amount rejected is not paid, the collector
shall issue notice and demand for such
amount. If payment is not made within
10 days after the date the collector issues
the notice and demand, the 5 percent
penalty attaches with respect to the
amount rejected. The filing of the claim
does not stay the running of interest.

(See, however, section 14 of the act
approved April 8, 1942 (56 Stat. 209; 26
U. S. C. 1532 (d) for special provisions
relating to interest and penalties in the
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case of certain local lodges and divisions
and general committees of railway-labor-
organization employers.)
[Regs. 100, 2 F. R. 2569, as amended by T. D.
5161, 7 F. R. 5212]

§ 410.805 Penalties for delinquent or
false returns-(a) Delinquent returns.
(1) Unless the person required to file a
return establishes to the satisfaction of
the Commissioner that a reasonable
cause exists for the delinquency, the
failure to file such return on or before
the due date causes to accrue a penalty
equal to the following percentage of the
taxes required to be reported thereon:

(i) 5 percent, if the return is filed on
or before the thirtieth day after the due
date;

(ii) 10 percent, if the return is filed
after such thirtieth day and on or be-
fore the sixtieth day after the due date;

(iii) 15 percent, if the return is filed
after such sixtieth day and on or before
the ninetieth day after the due date;

(iv) 20 percent, if the return is filed
after such ninetieth day and on or be-
fore the one hundred and twentieth day
after the due date; or

(v) 25 percent, if the return is filed
after such one hundred and twentieth
day or if the return is never filed by the
person required to file it.

(2) In computing the period of delin-
quency all Sundays and holidays after
the due date are counted.

(3) Every person filing a return after
the due date shall securely attach tb the
return his statement under oath setting
out in detail the reason for his delin-
quency. The collector shall forward the
statement to the Commissioner with the
return. The Commissioner will deter-
mine whether a penalty has been in-
curred and, if so, make the assessment.

(See, however, section 14 of the act
approved April 8, 1942 (56 Stat. 209; 26
U. S. C. 1532 (d) for special provisions
relating to Interest and penalties in the
case of certain local lodges and divisions
and general committees of railway-labor-
organization employers.)

(b) False returns. If a false or fraud-
ulent return is wilfully made, the pen-
alty under section 3176 of the United
States Revised Statutes (26 U. S. C. 1512,
1524), as amended, Is 50 percent of the
total taxes due for the entire period in-
volved, Including any tax previously paid.
[Regs. 100, 2 F. R. 2569, as amended by T. D.
5161, 7 F. R. 5212]
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§ 410.806 Records-(a) Records of
employees. While not mandatory, it is
advisable for each employee to keep per-
manent accurate records showing the
name of each employer for which he per-
forms services as an employee, the d ira-
tion of employment by each, the amount
of each payment of remuneration, the
date of its receipt, and the amount of
employees' tax deducted from each :;uch
payment.

(b) Records of employers. The rec-
ords of each employer shall show with
respect to each employee, beginning vith
January 1, 1937:

(1) the name and address of the em-
ployee,

(2) the total amount and date of each
payment of compensation to the em-
ployee (including any sum withaeld
therefrom as tax or for any other reaE on)
and the period of services covered by ,uch
payment,

(3) the amount of such payment of
compensation with respect to which the
tax is imposed, and

(4) the amount of employees' tax
withheld or collected with respect to E uch
payment of compensation, and, if col-
lected at a time other than the time E uch
payment was made, the date collected.

If the total payment of compensation
(subparagraph (2) of this paragraph)
and the amount thereof with respect to
which the tax is imposed (subparagraph
(3) of this paragraph) are not equal, the
reason therefor shall be made a matter
of record. Accurate records of the de-
tails of every adjustment of employees'
tax or employers' tax shall also be k ept,
including the date and- amount of (ach
adjustment. (See subpart F, relating to
adjustments.)

(c) Records of employee represe:ata-
tires. The records of each Individual
liable for employee representatives' tax
shall show, beginning with January 1,
1937:

(1) The name of each employee orEan-
ization and each employer employing
him, and

(2) The amount of compensation
earned as an employee representative
and as an employee, and the period for
which earned. With respect to services
rendered after December 31, 1946, the
records of each individual liable for em-
ployee representatives' tax shall show, in
lieu of the information required by ;ub-
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paragraph (2), of this paragraph the
amount and date of each payment of
compensation (including any sum with-
held therefrom) earned as an employee
representative and as an employee and
the period of services covered by such
payment.

(d) Records of payments under the act
of August 29, 1935, and of overpayments
under this act. Every person claiming
refund or credit of any payment of tax
under the act of August 29, 1935, or of any
overpayment of tax, penalty, or interest,
under this act, shall keep a complete and
detailed record of the alleged payment or
overpayment. If claim is made under
§ 410.702 (a) for refund or credit of em-
ployees' tax, there shall also be kept as
part of the records the evidence of repay-
ment of the tax to the employee or the
written consent of the employee obtained
pursuant to the provisions of § 410.702
(b).

(e) Records with respect to claims for
refund of employees' tax imposed by the
act of August 29, 1935, and paid to col-
lector. Every employer who files a claim
for refund under § 410.705 (e), (f) shall
keep as part of his records the written
receipts or written consents of employees

obtained pursuant to the provisions of
§ 410.705 (g) (1).

(f) Form of records. No particular
form is prescribed for keeping the records
required by this section. Each person
required to keep records shall use such
forms and systems of accounting as will
enable the Commissioner to ascertain
whether the taxes for which such person
is liable are correctly computed and paid.

(g) Place and period for keeping rec-
ords. All records required by the regu-
lations in this part shall be kept, by the
person required to keep them, at some
convenient and safe location accessible
to internal revenue officers. Such rec-
ords shall at all times be open for inspec-
tion by such officers. Records required
by paragraphs (b) and (c) of this section
shall be maintained for a period of at
least 4 years after the date the tax to
which they relate becomes due, or the
date the tax is paid, whichever is later.
Records required by paragraphs (d) and
(e) of this section relating to a claim
shall be maintained for a period of at
least 4 years after the date the claim is
filed.
[Regs. 100, 2 F. R. 2570, as amended by T. D.

5574, 12 F. R. 5334]

SUBCHAPTER E-ADMINISTRATIVE PROVISIONS COMMON TO
VARIOUS TAXES

Part 450-Withdrawal of Oleo-
margarine, Filled Cheese, Play-
ing Cards, Tobacco, Snuff,
Cigars, and Cigarettes, From
Factories, Free of Tax, for Use
of the United States

Sec.
450.0 Promulgation of regulations.
450.1 Departmental requisition.
450.2 Bond.
450.3 Manufacturer's application.
450.4 Permit to withdraw.
450.5 Packing, branding, or canceling.
450.6 Entries in manufacturer's records and

reports.
450.7 Bills of lading.
450.8 Certificate of receipt by Government

officer.
AUToaRTY: § § 450.0 to 450.8 issued under

53 Stat. 467; 26 U. S. C. 3791. Interpret or
apply 53 Stat. 403; 26 U. S. C. 3331.

SouRcE: § § 450.0 to 450.8 contained in Reg-
ulations 34, Feb. 2, 1928, except as noted fol-
lowing sections affected.

CROSS REmF'RNcEs: For shipment or de-
livery of manufactured tobacco, snuff, cigars,
or cigarettes for use as sea stores without
payment of internal revenue tax under Tar-
iff Act of 1930, see Part 141 of this chapter.
For tax on playing cards, see Part 305 of this
chapter. For taxes on oleomargarine, adul-
terated butter, and process or renovated but-
ter, see Part 310 of this chapter. For taxes
on tobacco, snuff, cigars, cigarettes, cigarette
papers and tubes, and purchase and sale of
leaf tobacco, see Part 140 of this chapter.

§ 450.0 Promulgation of regulations.
Pursuant to this provision of law, the
regulations in this part are prescribed for
the withdrawal of oleomargarine, filled
cheese, playing cards, tobacco, snuff,
cigars, and cigarettes from factories, free
of tax, for the use of the United States.
Withdrawals for the purpose of sale by
Federal agencies are not for the use of
the United States within the meaning of
the statute. Institutions owned or con-
trolled by the governments of the several
States, Territories, or the District of Co-
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lumbia are not entitled to make with-
drawals under this law.
[Regs. 34, Feb. 2, 1928, as amended by T. D.
5440, 10 F. R. 2347]

§ 450.1 Departmental requisi-
tion. Whenever a product within the
scope of the regulations in this part is
purchased for the use of the United
States and it is proposed to make with-
drawals, tax free, from the place of man-
ufacture, a requisition in duplicate on
Form 663, approved by the head of the
institution or organization desiring the
product, must be filed with the Commis-
sioner of Internal Revenue. The requisi-
tion must specify the total quantity of
the product contracted for at a price not
including the tax thereon, the name of
the manufacturer, his factory number,
district, and State, the location of the
factory from which the product pur-
chased or contracted for Is to be with-
drawn and the Institution or the name of
the person or officer to whom, and the
address to which, shipment or delivery is
to be made. One copy of the requisition
will be forwarded by the commissioner to
the collector of internal revenue for the
district in which is located the factory
designated to furnish the product.

§ 450.2 Bond. Hereafter transporta-
tion and delivery bonds will not be re-
quired for the withdrawal free of tax of
oleomargarine, filled cheese, tobacco,
snuff, cigars, and cigarettes, for use of
the United States. The manufacturers'
bond of manufacturers making such
withdrawals will be held responsible for
any tax liability Incurred under the regu-
lations in this part. A manufacturer of
playing cards is not required to file a
manufacturer's bond and before with-
drawing playing cards under the regula-
tions in this part must furnish a trans-
portation and delivery bond in duplicate
on Form 665 with satisfactory sureties
and in a penal sum of not less than the
tax on the total quantity specified in the
requisition. The bond, which shall state
the quantity of playing cards requisi-
tioned, the number of the factory and its
location, including the district and State,
from which withdrawal is to be made,
and the institution or the name of the
person or officer to whom, and the ad-
dress to which, shipment or delivery is
to be made, may be executed by corporate
surety or individual sureties. If given
with individual sureties, each Individual
surety will be required to show qualiflca-

tion on Form 33 executed in duplicate.
The original and duplicate bond must be
filed with the collector for the district in
which the factory furnishing the plEying
cards Is located, who will, if the bond
meets his approval, enter an indorseinent
to that effect on both the original and
duplicate, and forward the duplicate im-
mediately to the Commissioner ol In-
ternal Revenue. In case the bolLd is
given with personal sureties, the dupli-
cate Form 33 shall be attached tc the
duplicate bond.
[Regs. 34, Feb. 2, 1928, as amended by T. D.
5440, 10 F. R. 2347]

§450.3 Manufacturer's application.
The manufacturer must also file appli-
cation in duplicate on Form 664 for per-
mit to make withdrawal of the prodt ct in
specific lots from his factory. In addi-
tion to giving the number of the factory,
district and State, the number of jrig-
inal or statutory packages and con;ents
of each, and in the case of oleomargarine,
the number of inner packages, if any, and
weight of each, shall be set forth in each
application, as well as the total quaatity
covered by the application, the rat;e of
tax applicable, and amount of tax ;o be
remitted, also the institution or the rname
of the person or officer to whom, and
the address to which, shipment ox de-
livery is to be made. These applica "Ions
may be forwarded direct to the Cornmis-
sioner of Internal Revenue or filed with
the collector for the district. In the first
case, the duplicate application will be
forwarded by the commissioner tc the
collector, and in the latter case, the col-
lector must forward the original appl[ica-
tion immediately to the commissio mer.
Applications on Form 664 should be filed
a sufficient time in advance of the date
upon which withdrawal is contemp ated
to be made to allow of receipt and Issu-
ance of the permit (see § 450.4) by the
commissioner and receipt thereof by the
manufacturer prior to that date.

§ 450.4 Permit to withdraw. The
requisition (and in the case of playing
cards, also a transportation and delvery
bond) having been filed, permit in d apli-
cate on Form 666 for each withdrawal,
for which application is made and ap-
proved, will be issued by the Commis-
sioner of Internal Revenue. The c rigi-
nal permit will be forwarded direct to the
manufacturer and should be retainc d by
him as his authority for making the
withdrawal. The duplicate will be for-
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warded to the collector of internal reve-
nue. No more than the quantity named
in the permit may be withdrawn there-
under. No withdrawal shall be made in
advance of the receipt by the manufac-
turer of a permit. When it is desired to
withdraw an amount different from the
amount specified in the permit, applica-
tion must be made for a new permit, and
the original permit must be returned to
the commissioner for cancellation. The
product must not be withdrawn until the
new permit is received. When immedi-
ate delivery of a product is desired by
an institution, an informal permit au-
thorizing release of the same will be tele-
graphed to the manufacturer upon his
request and at his expense and a formal
permit will be later sent to him. With-
drawals for which permits have been is-
sued must be made within a reasonable
time after receipt of permit or else re-
quest should be made for cancellation of
the permit. All products withdrawn in
advance of the receipt by the manufac-
turer of a permit will be held subject to
tax, and a manufacturer who violates the
law by withdrawing products on which
the tax has not been paid without permit
will be liable also to the penalties de-
nounced by the statutes.

§ 450.5 Packing, branding, or cancel-
ing. (a) Oleomargarine, put up in car-
tons or other packages of less than 10
pounds each, must be inclosed in pack-
ages of not less than 10 pounds each, as
the statute requires. (Section 2302 (b)
(1), I. R. C.) Each such statutory pack-
age shall, in addition to the branding
and stenciling required by other regula-
tions, have legibly and durably branded
or stenciled thereon the statement, "For
use of U. S. Government," together with
the number of permit and the date
thereof, the letters and figures therein
to correspond in size and style with other
stenciling required by such other regu-
lations to be on the package.

(b) Each individual pack of playing
cards shall be labeled or branded, "For
use of U. S. Government," together with
the number of permit and the date
thereof. The letters and figures of such
printing shall be conspicuous, in bold-
face type of not less than one-quarter
of an inch in height.

(c) Tobacco manufactures intended
to be withdrawn free of tax for use of the
United States must be put up in packages

of the sizes prescribed by statute. Each
individual package of tobacco, snuff,
cigars, or cigarettes, must comply with
the statutes in respect to caution notice
label and factory brand. There shall be
affixed to each such package a label or
sticker of white paper corresponding to
the Internal Revenue stamp in dimen-
sions and method of affixture, on which
shall be printed in legible letters and fig-
ures the words, "Free of Tax-Use of
U. S.", and date to include the month
and year.

(d) Filled cheese withdrawn free of
tax for use of the United States must be
packed and labelled as the statute re-
quires. (Sec. 2352 (b), Internal Revenue
Code.) Each statutory package shall, in
addition to the markings otherwise re-
quired, have legibly and durably marked,
stamped, or branded thereon the state-
ment "For use of U. S. Government", to-
gether with the number of permit and
the date thereof, the letters and figures
therein to correspond in size and style
with the markings required by section
2352 (b) (1) of the Internal Revenue
Code.

CROSS Rsz=sEEcrs: For requirements con-
cerning caution notices for tobacco, see
§ 140.84 of this chapter. For classification
labels, see § 140.86 of this chapter. For pack-
ing and branding requirements for oleomar-
garine, see §§ 310.28-310.33 of this chapter.
For Bureau of Customs regulations relating
to classification labels, internal revenue
stamps, and other markings for tobacco, see
19 CFR 11.1 to 11.3. For Bureau of Customs
regulations relating to the detention, stamp-
ing, and reporting of oleomargarine, see 19
CFR 11.5.
[Regs. 34, Feb. 2, 1928, as amended, by T. D.
5440, 10 F. R. 2347]

§ 450.6 Entries in manufacturer's rec-
ords and reports. Each withdrawal of a
product from the factory under the pro-
visions of the regulations in this part
shall be entered by the manufacturer In
his revenue book or other Government
record on the day withdrawal is made
and shall be included in his monthly or
annual report under an appropriate
heading and carried into the recapitu-
lation as a special credit.

§ 450.7 Bills of lading. Where the
product withdrawn free of tax under the
regulations in this part is transported by
common carrier, the manufacturer must
file, with the collector of the district in
which the factory making withdrawal is
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located, bills of lading in duplicate cov-
ering each shipment from the factory to
the point of final destination. These
bills of lading must be filed promptly
after withdrawal is made. One of the
bills of lading will be filed with the copy
of the application and permit which it
covers in the collector's office and the
other shall be forwarded as provided in
§ 450.8 (b).

§ 450.8 Certificate of receipt by Gov-
ernment officer. (a) (1) The Govern-
ment receiving officer at the place of de-
livery should inspect each shipment of a
tax-free product received by him in order
that he may certify as to the quantity
received and the date of receipt. The
certificate of such officer will be made on
Form 667 in duplicate and forwarded
promptly to the manufacturer from
whose factory the withdrawal was made.
The manufacturer must file both copies
of the certificate of receipt with the col-
lector of internal revenue for the district
within 30 days from the date of with-
drawal from the factory or must file a
satisfactory statement explaining his
failure to do so, otherwise assessment of
the tax on the product withdrawn will
be made.

(2) Where there is a loss of goods in
transit, the receipt should specify the
number of statutory packages, the num-
ber of inner packages, if any, and the
total quantity so lost. The amount re-
ported lost or any difference between the
quantity withdrawn under a permit and
that certified to by the receiving officer
will remain as a charge against the man-
ufacturer's bond in the case of oleomar-
garine, filled cheese and tobacco manu-
factures and against the transportation
bond in the case of playing cards, and
assessment of the tax thereon will be
made against the manufacturer in the
absence of evidence showing that the
goods not covered by the receiving offi-
cer's certificate were actually destroyed.

(b) The collector will forward the
original certificate of receipt (or, if none
has been filed, the statement required by
paragraph (a) of this section) with one
copy of bill of lading, to the commis-
sioner immediately after the certificate
of receipt (or statement) is received by
him. Credit on the transportation bond
for playing cards will be allowed in the
commissioner's office.
[Regs. 34, Feb. 2, 1928, as amended by T. D.
5440, 10 F. R. 2347]
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Part 451-Exportation Without
Payment of Tax of Tobincco
Manufactures, Oleomargarine,
Adulterated Butter, M ix e d
Flour, and Playing Cards; Ship-
ments to Possessions of the
United States, and Drawback
on Tobacco Manufactures and
Stills Exported, or Shipped to
Puerto Rico or Philippine
Islands

Subpart A-Exportation Without the Payment
of Tax

Sec.
451.1 Scope of this subpart.
451.2 Exportation; definition; when not

bona fide.
451.3 Export bond.
451.4 Requirements as to packing and

marking, or branding; exemptions.
451.5 Shipping cases.
451.6 Application for withdrawal and en-

try for exportation, Form 55), re-
vised.

451.7 "Deputy's inspection.
451.8 Deputy's report.
451.9 Delivery of shipments; bills of lad-

ing.
451.10 Copies of Form 550, revised.
451.10a Penalties.

Subpart B-Customs Procedure at Ports of
Exportation

451.11 Delay in lading at the port cf ex-
portation.

451.12 Inspection and lading.
451.13 Certificate of exportation.
451.14 Credit for exportation in acoount

kept with each bond.
451.15 Procedure in case of noninspection

by customs.
451.16 Penalty for fraudulent relanding of

tobacco.

Subpart C-Drawback of Tax On Tobacco,
Snuff, Cigars, and Cigarettes Exported

451.17 Scope of this subpart.
451.18 Drawback claim.
451.19 Deputy's examination.
451.20 Stenciling the shipping cases.
451.21 Schedule of stamps in entry.
451.22 Deputy's report.
451.23 Delivery of shipment.
451.24 Customs procedure.
451.25 Drawback bond.
451.26 Approval and submission of cla m.
451.27 Penalty for fraudulently cla:ming

drawback.
451.28 Landing certificate.
451.29 Proof of loss at sea.
451.30 Extension of time for presentat' on of

proof required.
451.31 Collateral evidence as to land'ng.
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Subpart D-Drawback of Tax on Stills
Exported

Sec.
451.32
451.33

451.34

451.35

Branding or stamping.
Notice to collector of intention to

export.
Payment of tax; inspection by dep-

uty; certificate.
Procedure.

Subpart E-Reimportation of Domestic Articles

451.36 American manufactures returned;
consignee to file affidavit with en-
try; identification as of domestic
manufacture.

451.37 American tobacco manufactures re-
turned.

451.38 Returned oleomargarine, adulterated
butter. etc.

Subpart F-Bonded Internal Revenue

Tobacco Export Warehouses

451.40 Tobacco export warehouses.
451.41 Application to establish warehouse.
451.42 Warehouse bond.
451.43 Sign.
451.44 Requirements in regard to operation.
451.45 Proprietor's account.
451.46 Deliveries to warehouses by manu-

facturers.
451.47 Receipts in warehouse.
451.48 Credit for shipment by a manufac-

turer.
451.49 Withdrawals from warehouse.
451.50 Inspection and report by deputy.
451.51 Delay in removal; cancellation of

shipment.
451.52 Change in consignee.
451.53 Removal and delivery of shipment.
451.54 Disposition of copies of Form 550 by

proprietor of warehouse.
451.55 Return of shipment to warehouse.
451.56 Tax liability.
451.57 Credit for shipment.
451.58 Penalties.

AuTHORIrr: §§ 451.1 to 451.58 issued under
53 Stat. 467; 26 U. S. C. 3791.

Caoss REFERENCES: For shipment or deliv-
ery of manufactured tobacco, snuff, cigars, or
cigarettes for use as sea stores without pay-
ment of internal revenue tax under Tariff
Act of 1930, see Part 141 of this chapter.
For tax on playing cards, see Part 305 of this
chapter. For taxes on oleomargarine, adul-
terated butter, and process or renovated but-
ter, see Part 310 of this chapter. For taxes on
tobacco, snuff, cigars, cigarettes, cigarette pa-
pers and tubes, and purchase and sale of
leaf tobacco, see Part 140 of this chapter.

SUBPART A-EXPORTATION WITHOUT THE

PAYMENT OF TAX
So tReE: §§451.1 to 451.10 contained in

Regulations 73, June 14, 1928, except as noted
following sections affected.

§ 451.1 Scope of this subpart. The
regulations in this subpart are made to
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§ 451.2

govern the removal of tobacco, snuff,
cigars and cigarettes, oleomargarine,
adulterated butter, mixed flour, and
playing cards, without the payment of
tax, for export to a foreign country.
Shipments to the Panama Canal Zone
have the same status as exportations to
foreign countries. Where reference is
made in the regulations in this part, and
in the forms prescribed, to exportation
to a foreign country, their provisions will
apply to like removals and shipments to
the Philippine Islands, Puerto Rico, or
Virgin Islands, also, to removal of to-
bacco manufactures and playing cards,
without the payment of tax for shipment
to other possessions of the United States,
which include Guam, American Samoa
(Tutuila), Wake, and other small Pa-
cific islands, the same as though such
removals and shipments were expressly
mentioned. The law makes no provision
for removal of oleomargarine or adulter-
ated butter without the payment of tax
for shipment to the Territories of Alaska
and Hawaii, or to possessions other than
the Philippine Islands, Puerto Rico, or
Virgin Islands. Under the amendment
made by section 508 of the Revenue Act
of 1943, playing cards may, beginning
January 1, 1942, and continuing indefi-
nitely, be removed without payment of
tax for shipment to a possession of the
United States. By the same amendment,
the privilege is granted of removing play-
ing cards without payment of tax for
shipment to a territory of the United
States for the use of members of the
military or naval forces of the United
States. However, this privilege, and the
amendments of the regulations in this
part pursuant thereto, are effective only
during the period January 1, 1942, to the
date on which the President proclaims
that hostilities in the present war have
terminated.
Regs. 73, June 14, 1928, as amended by T. D.

5352, 9 F. R. 3480]

§ 451.2 Exportation; definition; when
not bona fide. (a) An exportation is a
severance of goods from the mass of
things belonging to this country with the
intention of uniting them to the mass of
things belonging to some foreign coun-
try. The export character of a ship-
ment will be determined by the inten-
tion with which it is made and it assumes
an export character only where destined
for, and intended for use in, a foreign
country. (b) Proof of landing in a for-
eign country, as provided in § 451.28,.will



Title 26-Internal Revenue

be required where there is reason to be-
lieve a shipment is not a bona fide ex-
portation. In case any product which
has been removed without the payment
of tax under the regulations in this part
is used on the exporting vessel as ship's
stores or on the exporting vehicle the
shipment will not be regarded as a bona
fide exportation. In every case where a
shipment is made which is not a bona
fide exportation, the tax due thereon will
be assessed.

§ 451.3 Export bond. (a) The manu-
facturer of any of the products within
the scope of the regulations in this part,
who desires to export the same without
the payment of tax, will be required,
either before or at the time of filing his
first application for withdrawal (and en-
try for exportation) on Form 550, revised,
to furnish to the collector of the district
in which the place of manufacture is lo-
cated, a bond, in duplicate, on Form 549,
with surety satisfactory to that officer.
Parcel post as well as other shipments
may be made under Form 549, revised
May, 1928. A separate bond must be
filed to cover exportation of "large
cigars," "small cigars," "small cigarettes,"
"large cigarettes," and each other prod-
uct except tobacco and snuff, both of
which will be covered by one bond. The
penal sum of the bond must be sufficient
to cover the estimated amount of tax
which will at any time constitute a charge
against the bond, and in no case less than
$500. The liability under such bond will
be a continuing one, subject to increase
as successive withdrawals are made
thereunder and to decrease as evidence of
exportation, hereinafter required, Is re-
ceived by the collector. When the limit of
liability under any such bond has been
reached, no further withdrawals may be
made thereunder; a new bond In dupli-
cate must be filed under which subsequent
withdrawals will be made. When an ex-
port bond, in duplicate, is submitted to
the collector, he will, If the bond meets
his approval, make indorsement to that
effect on both the original and duplicate
copies and forward the duplicate bond
immediately to the commissioner. The
bonds may be executed by corporate
surety or individual sureties; if given with
individual s u r e t i e s, each Individual
surety will be required to furnish affidavit
in duplicate on Form 33, which will be
attached to the original and duplicate
bond, respectively.

(b) Before removal of playing cards
without the payment of tax for us 3 of
members of the military or naval forces
of the United States in Alaska or Hawaii,
the manufacturer shall submit to the
collector for his district the consent of
the surety on his bond to such removal.
Such consent shall be executed in dt.pli-
cate. No particular form has been :)ro-
vided for this purpose; any form may be
used so long as it is adequate to accom-
plish the intended purpose. The col-
lector shall forward to the Commissioner
the duplicate consent of surety to bc at-
tached to the duplicate bond in forcE.
[Regs. 73, June 14, 1928, as amended by 'r. D.
5352, 9 F. R. 3480]

§ 451.4 Requirements as to pac.'cing
and marking, or branding; exemptions.
(a) Tobacco and snuff may be put up for
export in packages of any desired site or
description. Section 2100 (c), I. R. C.,
provides that its limitations and descrip-
tions of packages shall not apply to
tobacco and snuff transported in bond
for exportation and actually exported.
Cigars (including cigarettes) packed ex-
pressly for export and which shall be
exported to a foreign country under the
regulations in this part are by section
2111 (a) (3), I. R. C., exempt from the
provisions relating to factory brand and
also from the provisions of section 2111
(d), I. R. C., requiring a label to be
affixed to each box, and may be packed in
such quantity and in such kind of p ack-
ages as may be desired. (T. D. 19124.)
Any label used to seal a package for ex-
port must be readily distinguishable I rom
an internal-revenue stamp.

(b) Every tub, firkin, or other paccage
containing oleomargarine to be expcrted
without payment of tax, must, before
removal from the factory, be branded
with the word "Oleomargarine" in plain
Roman letters not less than one-half
inch square. Inner containers, which
may be of wood, metal, paper, or cther
material, shall have the word "oleoinar-
garine" legibly branded thereon. Me-
tallic inner containers may have the word
"Oleomargarine" lithographed thereon
or printed on a label affixed thereto.

(c) Every firkin, tub, or other package
containing adulterated butter to beI ex-
ported without payment of tax, rust,
before removal from the factory, be
branded with the words "Adulterated
butter" in plain Roman letters not less
than one-half inch square. A prcduct
coming within the classification of cdul-
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terated butter as defined in section 2320
(b), I. R. C., when manufactured for ex-
port to a foreign country, on orders or
specifications received from foreign cus-
tomers, may be labeled, marked, or
branded "Preserved Butter" in lieu of
"Adulterated Butter" when not in viola-
tion of or in conflict with the laws
of the country to which exported, or the
provisions of the pure food law, act of
June 30, 1906, as amended, and regula-
tions made under authority thereof by
the Department of Agriculture. (T. D.
1970.)

(d) Packages containing mixed flour
shall have plainly marked thereon the
words "Mixed Flour," the name and in-
gredients composing the same, the name
of the maker or packer, and the place
where made or packed. Such packages
must not contain more than 196 pounds
each.

(e) Playing cards must be put up in
packs the same as for domestic use. Each
pack of playing cards intended to be
removed from the factory for use of
members of the military or naval forces
of the United States in Alaska or Hawaii
shall have affixed in place of the internal
revenue stamp a label, which label shall
be readily distinguishable from the inter-
nal revenue stamp and shall bear the
following legend:

Free of tax-for use only of U. S. military
and naval forces in Alaska or Hawaii, or for
use outside the jurisdiction of the internal
revenue laws of the United States.
[Regs. 73, June 14, 1928, as amended by T. D.
4249, Nov. 24, 1928, T. D. 5382, 9 F. R. 3480]

CROSS REFERENCES: For requirements con-
cerning caution notices for tobacco, see
§ 140.84. For classification labels for to-
bacco, see § 140.86. For packing and brand-
ing requirements for oleomargarine, see
§§ 310.28-310.33. For Bueau of Customs
regulations relating to classification labels,
internal revenue stamps, and other markings
for tobacco, see 19 CFR 11.1 to 11.3. For
Bureau of Customs regulations relating to
the detention, stamping, and reporting of
oleomargarine, see 19 CFR 11.5.

§ 451.5 Shipping cases. (a) Each
shipping case, crate, or other package
containing an article to be exported
without the payment of tax under the
regulations in this part must be sten-
ciled or plainly marked by the manufac-
turer as follows:

(1) Consignment. Each case, etc.,
should be consigned to the collector of
customs at the port of exportation, notify
agent of shipper there, except shipments

to foreign contiguous territory, or for
export by parcel post, which must be
consigned to the foreign consignee at
destination; shipments to foreign con-
tiguous territory must be stenciled in the
care of the collector or deputy collector
of customs at the border port of exit.
However, where playing cards are re-
moved without payment of tax for ship-
ment to Alaska or Hawaii for the use
of military or naval forces of the United
States, the case, etc., shall, if the ship-
ment is direct, be consigned to the con-
signee in Alaska or Hawaii, or, if the
shipment is to an Army port of embarka-
tion or Navy supply depot, to the Army
port transportation officer or Navy sup-
ply officer.

(2) Shipping marks and number.
Each case, etc., must show the shipper's
marks and number, such number to be
a consecutive one of a series adopted
by the person ordering the goods for ex-
port, or in the absence of such serial
number the manufacturer will assign a
consecutive number beginning with No.
1 and beginning again with No. 1 on
July 1 of each year.

(3) Legend. Each case, etc., must
show the legend herewith (with the first
three lines properly filled in) in letters
and figures not less than three-fourths
of an inch in length. A manufacturer
who exports goods in behalf of another
person or firm may, if desired, substitute
on the second line of the legend, in lieu
of his own name, the name of the person
or firm for whom the exportation is
made. In case of such substitution the
first two lines of the legend should be
separated from the matter below by con-
spicuous black horizontal line. The dep-
uty detailed by the collector (§ 451.7) to
inspect articles offered for export and
to verify the quantity thereof, will fill
in the last two lines of the legend on
each case, crate, or other package In
letters and figures of the same length.
In the case of small packages to be ex-
ported by parcel post, a corresponding
reduction may be made in the length of
the letters and figures in the legend.

--- 

- - - - - -- - - - - - -for export

(Name of article)

Fac. No. --------------- Dist ..........
Inspected -------------------- 19

---D. C.

(b) When one or more packages which
bear marks or brands required by § 451.4
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(b), (c), or (d) are crated, such marks
and brands must be plainly visible.

(c) The shipping cases should in no
instance be fastened until their contents
have been inspected and verified by the
deputy detailed for that purpose. (See
§ 451.7.)
[Regs. 73, June 14, 1928, as amended by T. D.
4273, Oct. 30, 1929, T. D. 5352, 9 F. R. 34801

§ 451.6 Application for withdrawal
and entry for exportation, Form 550, re-
vised. (a) After acceptance of the pre-
scribed bond by the collector (§ 451.3),
the principal named therein shall file
with the collector of the district in which
the place of manufacture is located, for
each intended withdrawal, an applica-
tion for withdrawal (and entry for expor-
tation) on Form 550, revised. Such ap-
plication shall be executed and filed in
triplicate except for shipments by parcel
post. Applications will be filed in dupli-
cate for parcel-post shipments, except
where the amount of tax involved is not
in excess of $10, in which case one copy
only will be filed.

(b) When the contents of the ship-
ping cases (packages) are not uniform,
the manufacturer shall specify on appli-
cation on Form 550, revised, by marks
and numbers the contents of each such
package. The "name of carrier'-that
is, vessel or vehicle on which shipment
will be carried from the exterior limits of
the United States-unless known to the
manufacturer, will be filled in by the
agent of the manufacturer at the port of
exportation, who will sign the entry as
exporter. All copies of each application
on Form 550, revised, must be clearly
legible, completely filled in, and be given
a serial number by the manufacturer,
beginning with No. 1, and commencing
again with No. 1 on July 1 of each year.

(c) In the case of shipments (other
than by parcel post) of playing cards to
Alaska and Hawaii without payment of
tax for the use of military or naval forces
of the United States, the application on
Form 550 shall be modified as set forth
in § 451.10 (a) (3), and shall be executed
and filed in duplicate. The port of lad-
ing, name of vessel, and the port of desti-
nation need not be entered on the appli-
cation Form 550, but in all other respects
the preparation, execution, and filing of
such application form shall be in accord-
ance with the provisions of this section.
[Regs. 73, June 14, 1928, as amended by T. D.
5352, 9 F. R. 3480]

§ 451.7 Deputy's inspection. Upon
receipt of each application the collec;or
will, if the tax liability thereon will not
Increase the outstanding liability beyond
the penal sum of the export bond, i:n-
mediately after signing each copy of
Form 550, revised, detail a deputy col-
lector to make the inspections and veri-
fications.

(a) It will be the duty of the deputy
to determine definitely that the ship-
ment contains the exact kind and quan-
tity of goods specified in the application
and meets the requirements of § 451.4.
He shall supervise the packing and affix
his signature, also the dates of inspection
in the legend to be stenciled or branded
on each shipping case.

(b) Where the amount of tax involved
in a parcel-post shipment does not ex-
ceed $10, the inspection of such articles
by a deputy collector will be waived.

(c) Articles which have been inspected
for export may be removed from the p~l ce
of manufacture only for immediate ex-
portation; any such articles found stored
elsewhere except as provided In § 451.11
will be liable to seizure for forfeiture,

(d) (1) In case shipment is not re-
moved from the place of manufacture
for exportation within 10 days after in-
spection by the deputy, the manufac-
turer must advise the collector by lett er
as to the probable date of removal or
export; if the order for the shipment has
been canceled he will so state and re-
quest permission to return the article to
stock.

(2) Where, after inspection of an ex-
port shipment by a deputy, but before
removal, the manufacturer, for good and
sufficient reasons, desires to change the
name and address of the consignee
thereon, he will forward both copies of
Form 550, revised, left with him by the
deputy with letter to the collector fDr
correction, indorsement, and return.
Any other change in respect to an export
shipment must be approved by the Com-
missioner of Internal Revenue.

(3) A manufacturer who desires to
return an export shipment to the plaze
of manufacture must make application
to the commissioner for permission so to
do and identify the shipment, recite
where it has been since It left the man-
ufactory, where then held and in who e
custody, and reasons for return. The
commissioner will then issue appropriate
instructions.

Page 292

§ 451.6--



Chapter I-Bureau of Internal Revenue

§ 451.8 Deputy's report. After in-
spection and verification of the articles
by the deputy have been completed and
the shipping cases have been made ready
for delivery, the deputy will fill in and
sign his report on each copy of applica-
tion on Form 550, revised, and certify on
each that he has compared them and
that they agree In every respect. The
shipment will then be released by the
deputy to the manufacturer for delivery
to carrier or into customs custody. (See
§ 451.9.) The deputy will then return
one copy of Form 550, revised, to the
collector of internal revenue for the dis-
trict and deliver the other copies to the
manufacturer for disposition as provided
in § 451.10.

§ 451.9 Delivery of shipments; bills of
lading. With the exception (1) of ship-
ments of playing cards to Alaska or
Hawaii without payment of tax for use
of members of the military or naval
forces of the United States, as to which
see § 451.10 (a) (3); and (2) parcel
post shipments, as to which see § 451.10
(b); the manufacturer, upon release
of a shipment for export (§ 451.8) will
deliver such shipment either to the car-
rier or directly for customs inspection,
as follows:

(a) If the place of manufacture is lo-
cated at the port of exportation, he will
deliver the shipment directly for customs
inspection and supervision of lading. A
copy of the export bill of lading shall be
procured and filed with the collector of
customs. (See § 451.10 (a) (1).)

(b) If the place of manufacture Is lo-
cated elsewhere than at the port of ex-
portation, he will deliver the shipment to
the common carrier for transportation to
the port of exportation. He shall pro-
cure two copies of the bill of lading cov-
ering such transportation. In case of
exportation through a border port to f or-
eign contiguous territory, the bill of lad-
ing will cover transportation to destina-
tion, and must show the routing, partic-
ularly the carrier which will deliver the
shipment for customs inspection at the
border; also that shipment was sent In
care of the collector or deputy collector
of customs at the border port. He will
dispose of one copy of the bill of lading
as provided in § 451.10 (a) (2), and trans-
mit the other immediately by letter to
the Collector of Internal Revenue for
attachment to the copy of application

and entry on Form 550, revised, returned
by the deputy.
[Regs. 73, June 14, 1928, as amended by T. D.
6352, 9 P. R. 3480]

§ 451.10 Copies of Form 550, revised-
(a) Disposition by manufacturer. The
several copies of application for with-
drawal and entry for exportation, Form
550, revised, executed and delivered by
the deputy to the manufacturer as pro-
vided in § 451.8, shall be filled in by the
manufacturer, reporting the date of re-
moval of shipment from the factory, and
be disposed of as follows:

(1) If the place of manufacture Is
located at the port of exportation, the
manufacturer shall file with the collector
of customs of said port, at least 6 hours
prior to lading, two copies of the appli-
cation and entry on Form 550, revised.
One copy will be treated as the customs
entry in accordance with §§ 451.12,
451.13, and the other copy will be disposed
of as provided in the section last re-
ferred to.

(2) If the place of manufacture is
located elsewhere than at the port of
exportation the manufacturer shall, if
shipment is to be exported by vessel,
immediately after delivery of the mer-
chandise to the common carrier and ob-
taining the two copies of bill of lading
required (§ 451.9 (b)), forward to his
agent at the port of exportation two
copies of application and entry on Form
550, revised, and one copy of the bill of
lading. Such papers must reach the
agent in sufficient time for him to file
them with the collector of customs of the
port at least 6 hours prior to lading. The
agent will see that the "Name of carrier"
or exporting vessel Is properly filled in,
give location of pier where it will be
laden, and subscribe his name as ex-
porter. In case of exportation to foreign
contiguous territory by rail through a
border port, the manufacturer will for-
ward the two copies of Form 550, revised,
and bill of lading immediately to the col-
lector of customs of the border port
through which the shipment will be
routed for exportation. (§ 451.9 (b).)

(3) In the case of shipments of play-
ing cards to Alaska or Hawaii without
payment of tax for use of members of
the military or naval forces of the United
States the Form 550 shall be modified
and disposed of as follows:

(i) The manufacturer shall insert on
the original Form 550 immediately pre-
ceding the "Certificate of Mailing by
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Parcel Post", a "Certificate of Receipt"
as follows:

CERTIFICATE OF RECEIPT

I certify that the playing cards herein de-
scribed, except for the discrepancies as listed
below, were delivered to me on ------------
19-....- and that said playing cards are in-
tended for shipment or delivery only for
consumption or use outside the jurisdiction
of the internal revenue laws of the United
States, or for delivery to a territory of the
United States for the use of military or naval
forces of the United States therein.

Discrepancies --------------------------
..........................................

................................

(Name)
--------------------------------

(Title)

(Qi) If the shipment is to be made from
the factory direct to the consignee in
Alaska or Hawaii, the original Form 550,
and the case, etc., containing the playing
cards, shall be forwarded by the manu-
facturer to the consignee.

(ii) If the shipment is made to an
Army port of embarkation or Navy sup-
ply depot for transshipment to Alaska
or Hawaii, the original Form 550, and
the case, etc., containing the playing
cards, shall be forwarded by the manu-
facturer to the Army port transportation
officer, or Navy supply officer, as the case
may be.

(iv) Upon receipt and verification of
the shipment, the consignee in the terri-
tory or the Army or Navy officer in the
continental United States to whom the
original Form 550 had been forwarded
by the manufacturer shall execute the
"Certificate of Receipt" appearing on
such Form 550, note thereon any dis-
crepancies in the shipment, and return
the executed form to the manufacturer.
Such executed form shall then be for-
warded promptly by the manufacturer
to the appropriate collector.
[Regs. 73, June 14, 1928, as amended by T. D.
5352, 9 F. R. 3481]

(b) Parcel-post shipments. The orig-
inal copy of application and entry on
Form 550, revised, covering shipments
intended for exportation by parcel post,
or shipments of playing cards by parcel
post to Alaska or Hawaii for use of mem-
bers of the military or naval forces of
the United States showing date of re-
moval of shipment from the factory,
should be presented, together with the
packages containing the goods, at the
post office. Waiver of the right to with-
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draw such packages from the mails must
be indorsed on each package and sign,d
by the manufacturer, who will request
the postmaster or his agent to execute
the certificate of mailing on the back of
said form. Immediately thereafter such
form should be forwarded by the mani-
facturer to the collector of internal rev3-
nue for the district. In case the tax on
the shipment to be exported by parcel
post is in excess of $10, inspection antd
verification by a deputy collector will be
made prior to removal and reported on
Form 550, revised (§451.7).
[Regs. 73, June 14, 1928, as amended by T. D.

5352, 9 F. R. 34811

§ 451.10a Penalties. Section 1820 (b)
and 3320 (a) of the Internal Revenue
Code impose severe penalties for dealing
in, within the United States, playing
cards upon which the tax properly dile
has not been paid, or for possessing pla:7-
ing cards with design to avoid paymeiit
of the tax thereon. This subpart appli as
to playing cards removed without pa:1-
ment of tax under the regulations in this
part, and accordingly, any person po,-
sessing, using, or dealing in, such playirtg
cards otherwise than as authorized by
these regulations may be subject i;o
penalties prescribed therein.
[T. D. 5352, 9 V. R. 3481]

SUBPART B-CUSTOMS PROCEDURE AT PORTS OF
EXPORTATION

SouRcE: H 451.11 to 451.16 contained n
Regulations 73, June 14, 1928.

§ 451.11 Delay in lading at the port of
exportation. (a) If, on arrival at the
port of exportation of the articles di.-
scribed in an export entry, the vessel
from any cause be not prepared to receile
the same, such goods may be permitted
with the consent of the transportaticn
company, to remain in its custody for a
period not exceeding 15 days, until re:-
leased by permit issued by the collector
of customs. Storage elsewhere for like
cause and not exceeding the same pe-
riod must be approved by the collector
of customs.

(b) In the event of any further delay,
the facts will be reported to the Com-
missioner of Internal Revenue. Unles
he approves an extension, he will reque st
the collector of customs to release the
goods for immediate return to the place
of manufacture.

§ 451.12 Inspection and lading. The
collector of customs with whom entry on
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Form 550, revised, must be filed will fill in
on the back of each copy of said form the
order for inspection and lading. The in-
spector of customs will carefully examine
the packages of the articles described in
the entry. He will examine the contents
of such packages as are found broken or
tampered with or which he is led to
suspect do not contain the merchandise
originally packed therein, and make a
special report thereon. The inspector of
customs will make note in his report of
any deficiency in quantity or discrepancy
between the article inspected and that
described in the entry. After having
complied with the order of inspection and
after the goods have been duly laden on
board the exporting vessel or car, the in-
spector will complete and sign the cer-
tificate of inspection and lading on the
back of each copy of the entry on Form
550, revised. If the inspector discovers
any evidence of fraud, he will detain the
goods and notify the collector of customs
who will inform the collector of internal
reveniie of the district in which said port
is located. The collector of internal
revenue will see that seizure Is made and
report immediately to the Commissioner
of Internal Revenue.

§ 451.13 Certificate of exportation.
After inspection and lading (§ 451.12)
and clearance for a foreign port of the
vessel or car on which the articles de-
scribed in the entry are laden, and after
receipt of the export or through bill of
lading (§ 451.9), the collector of customs
will execute certificate of exportation on
the back of each copy of the entry on
Form 550, revised. Said collector will
retain one copy for his entry record and
transmit the other copy of the applica-
tion and entry on Form 550, revised, fully
executed, to the collector of internal rev-
enue for the district from which the
goods were shipped.

§ 451.14 Credit for exportation in ac-
count kept with each bond. The collector
of internal revenue receiving the exe-
cuted application and entry on Form 550,
revised, from the collector of customs at
the port of exportation, and finding no
discrepancy or shortage reported, and
inspection, lading, and clearance for a
foreign port properly certified, will enter
the appropriate credit in the account
kept with the export bond. In case a
shortage is reported, said collector will
enter credit for the actual quantity ex-
ported and advise the manufacturer to

tender at once remittance of the amount
of tax due on the shortage reported.

§ 451.15 Procedure in case of nonin-
spection by customs. Where, for any
reason, a shipment which should be in-
spected by customs is laden on board the
exporting vessel or car without such in-
spection and supervision, the manufac-
turer will be required to furnish to the
collector of internal revenue for the dis-
trict from which the goods were shipped
a landing certificate in accordance with
the provisions of § 451.28, or "Proof of
loss at sea," in accordance with the pro-
visions of § 451.29, and if necessary, com-
ply with § 451.30, relative to "Extension
of time for presentation of proof," and
with § 451.31, concerning "collateral evi-
dence as to landing."

§ 451.16 Penalty for fraudulent re-
landing of tobacco. Every person who
relands or causes to be relanded in the
United States any tobacco manufactures
which have been shipped for exportation
under the regulations in this part with-
out filing customs entry therefor and
without the payment of duty thereon,
with intent to defraud the revenue laws
of the United States, or who receives such
relanded manufactures, and every person
who aids and abets any such relanding or
receiving, is liable upon conviction to be
fined not exceeding $5,000 or imprisoned
not more than 3 years, and all such man-
ufactures so relanded are forfeitable to
the United States.

SUBPART C-DRAWBACK OF TAX ON TOBACCO,
SNUFF, CIGARS, AND CIGARETTES EXPORTED
SouRcE: §§451.17 to 451.31 contained in

Regulations 73, June 14, 1928, except as noted
following sections affected.

§ 451.17 Scope of this subpart. The
regulations in this subpart, which follow,
are established pursuant to the laws in
respect to allowance of drawback on to-
bacco, snuff, and cigars, also cigarettes
(under sec. 2136, I. R. C.), on which the
tax has been paid by suitable stamps
affixed thereto before removal from the
place of manufacture, when the same are
exported to a foreign country, equal In
amount to the value of the stamps found
to have been so affixed. Where reference
is made in the regulations in this part,
and in the forms prescribed, to exporta-
tion to a foreign country their provisions
will apply to like shipments to Puerto
Rico or to the Philippine Islands, the
same as though such shipments were
expressly mentioned.
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§ 451.18 Drawback claim. Claim for
allowance of drawback of internal-reve-
nue tax paid on tobacco manufactures
exported must be filed by the exporter on
Form 901 with the collector of internal
revenue for the district in which such
manufactures are held. The place where
such manufactures are held must be else-
where than the bonded premises of a
manufacturer of tobacco, snuff, cigars, or
cigarettes. No claim for allowance of
drawback of such tax will be entertained
or allowed until, in addition to other pro-
visions, evidence satisfactory to the Com-
missioner of Internal Revenue has been
furnished that the stamps affixed to the
packages were totally destroyed before
clearance for export. Therefore, claim
must be filed as above provided, In suf-
ficient time to permit of compliance with
the regulations in this part. Such claim
must be filed in quadruplicate and must
set forth where the goods are held, in or-
der that a deputy, to be detailed by the
collector, may make the required exami-
nation, and supervise the destruction of
the stamps.

§ 451.19 Deputy's examination. The
collector of internal revenue receiving a
claim on Form 901 will immediately
(after signing order on each copy of such
claim) direct a deputy to proceed to the
place where the merchandise is held and
there make the examinations, inspec-
tions, and verifications hereinafter re-
quired.

(a) The deputy detailed by the collec-
tor will first examine the packages and
satisfy himself that the contents of each
package have been properly tax paid and
that the stamps thereon are genuine and
have not been reused. Since the date of
cancelation of each stamp determines
the rate of tax paid and value of the
stamp, the deputy will satisfy himself
that the dates have not been changed
and will keep a memonrandum of the
stamps, by act of series, classes, denom-
inations, and dates of cancelation, for
the purpose of comparison with and veri-
fication of the schedule to be made of
same in the entry on Form 901. In case
the deputy discovers that the stamps af-
fixed to the packages do not show that
the full amount of tax due has been paid,
or he has reason to suspect that any of
the stamps are counterfeit or have been
reused or in any way tampered with, or
that any of the packages have been re-
filled, he will seize the merchandise and
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make report immediately to the collector
of internal revenue.

(b) The deputy will supervise the d2-
struction of the stamps. Any omission
on the part of the exporter and false cer-
tification by the deputy in this respect
will not only vitiate the claim but sub-
ject the deputy to immediate dismissal
from the service. No particular mode if
destroying the stamps is prescribed, bit
the use of any indelible preparation
which will render the stamps illegible is
approved.

(c) He will supervise also the packing
of the packages in each shipping case int-
mediately after the stamps thereon have
been destroyed. (See also § 451.20.)
Where a large number of packages of
tobacco, snuff, cigars, or cigarettes are
offered for export, a sufficient number of
persons should be employed in destroying
the stamps and packing the merchandi:;e
under the supervision of the deputy as
will assure accomplishment in the lea3t
possible time.

§ 451.20 Stenciling the shipping cases.
Each shipping case containing tobacco
manufactures to be exported with bene-
fit of drawback, packed under superv:-
sion of the deputy (§ 451.19 (c)) the re(-
ord of whose contents must be shown in
entry on Form 901 (§ 451.21), must te
stenciled or plainly marked by the e i-
porter in the same manner as provided
in § 451.5 (a), except the legend, which
will be as shown herewith, the first, third,
and fourth lines of which must be filled
in by the exporter and the last two by
the deputy detailed by the collectcr
(§ 451.19). The deputy will then im-
mediately release them for delivery to
carrier for transportation to the port cf
exportation or into customs custody
(§ 451.23).

-for 

export

(Name of article)
Drawback of tax claimed by

Int. Rev. Dist....................
Inspected -------------------- .19.

-D.C.

[T. D. 4225, Oct. 4, 1928]

§ 451.21 Schedule of stamps in entr,.
The memorandum or schedule required
to be made of the stamps ( 451.19)
must be transcribed accurately in entry
on Form 901. Such entry must show in
respect to each shipping case the data
of packing, the marks and number, Its
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gross, tare, and net weight, and in re-
spect to the stamps found affixed to the
packages and destroyed, the kind thereof,
act or series, class, the date of cancella-
tion, and the factory number, district
and state shown by the cancelations of
the stamps or caution notice labels on
the packages, the number of stamps and
denominations thereof, the quantity of
the article tax paid, the rate of tax, and
the total value of the stamps. The ex-
porter must complete the entry, re-
capitulation, and affidavit, and execute
oath required.
IT. D. 4225, Oct. 4, 1928]

§ 451.22 Deputy's report. The deputy
will, upon the conclusion of the work and
the execution of customs entry
(§ 451.21), execute his report on each
copy of claim, Form 901, certifying also
that he has compared all copies and
found them to agree in every respect.
The merchandise will then be released
by the deputy to the exporter for delivery
to carrier or into customs custody
(§ 451.23) ; the deputy will mail or deliver
three copies (one of them the original)
of Form 901, claim for allowance of draw-
back of internal-revenue tax paid on
tobacco manufactures exported, and
entry for exportation thereof, each com-
pleted identically, immediately to the col-
lector of customs (§ 451.23), and forward
the other copy to the collector of In-
ternal revenue.
iT. D. 4225, Oct. 4, 19281

§ 451.23 Delivery of shipment. (a)
Shipments of tax-paid tobacco manu-
factures for export, after release by the
deputy (§ 451.20), will be delivered by
the exporter for customs inspection, etc.,
in accordance with the provisions of
§ 451.9, wherein reference to "the place
of manufacture" will be understood to
mean the place where the merchandise
to be exported with benefit of drawback
is held in these cases.

(b) In case the merchandise Is held
elsewhere than at the port of exporta-
tion, instead of forwarding one copy of
the bill of lading to the agent at the port
of exportation as provided in § 451.9,
the exporter shall forward same direct
to the collector of customs of the port.
It will be necessary for an agent to repre-
sent the exporter at the port in respect
to transfer of the shipment from the car-
rier terminal to the dock, arranging
ocean transportation, etc. Such repre-
sentation Is not necessary in case of a

shipment on through bill of lading
through a border port for exportation to
contiguous foreign territory.

§ 451.24 Customs procedure. In the
case of shipments of tobacco manufac-
tures for export with benefit of draw-
back, the procedure by customs in re-
spect to inspection, lading, export bill of
lading, and certificate of exportation will
be practically the same as provided in
§§ 451.12, 451.13 in the case of shipments
for export without the payment of tax,
except that the collector of customs will
retain one copy as customs entry and
transmit two copies (one of them the
original) of claim and entry on Form
901, fully executed, to the collector of in-
ternal revenue for the district from
which the goods were shipped.

§ 451.25 Drawback bond. No claim
for an allowance of drawback of tax on
tobacco manufactures exported under
the statute may be allowed until the
claimant has filed a bond with good and
sufficient sureties, to be approved by the
collector of the district from which the
goods are shipped, in a penal sum double
the amount of tax for which claim for
drawback is made, conditioned that he
will procure, within a reasonable time,
evidence satisfactory to the Commis-
sioner of Internal Revenue that said to-
bacco, snuff, or cigars (or cigarettes)
have been landed at some port without
the jurisdiction of the United States or
that after shipment the same were lost
at sea and have not been relanded within
the limits of the United States. Such
bond may be executed with corporate
surety or with individual sureties; if
given with individual sureties, each in-
dividual surety will be required to fur-
nish affidavit on Form 33 in duplicate.
When drawback bond in duplicate is
submitted to the collector, he will, if the
bond meets with his approval, make in-
dorsement to that effect on both the
original and duplicate copies and hold
them until the collector of customs re-
turns two copies of claim and entry on
Form 901, properly certified as to in-
spection, lading and clearance for ex-
port. (Q 451.24.) Forms 33 shall be at-
tached to the respective copies of bond
Form 902, executed with individual
sureties.

§ 451.26 Approval and submission of
claim. (a) The collector of internal
revenue will immediately examine the
two copies of the claim for drawback on
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Form 901 received from the collector of
customs (§ 451.24), and if satisfied that
the claim Is a valid one, he will indorse
his approval thereon, attach one copy to
the duplicate bond on Form 902 (§ 451.25)
and forward same together with the
other (original) copy of the claim to
the Commissioner of Internal Revenue.

(b) Upon a review of the claim by the
Commissioner of Internal Revenue, ap-
propriate action will be taken, and the
amount of allowance of drawback due
will be certified for payment by warrant
on the Treasurer of the United1 States.
The draft in settlement of such claim
will be sent to claimant at the address
given on the claim.

§ 451.27 P e n a l t y for fraudulently
claiming drawback. One who fraudu-
lently claims or seeks to obtain an allow-
ance of drawback on merchandise on
which no tax has been paid, or a greater
allowance of drawback than the tax ac-
tually paid, is liable to forfeiture of triple
the amount claimed or $500, at the elec-
tion of the Secretary of the Treasury.

§ 451.28 Landing certificate. (a) Each
claimant for drawback of tax paid on
tobacco, snuff, cigars, or cigarettes ex-
ported agrees in the bond that he is re-
quired to execute (§ 451.25) that he will
procure within a reasonable time evi-
dence satisfactory to the Commissioner
of Internal Revenue that said tobacco,
snuff, or cigars (or cigarettes) have been
landed at some port without the jurisdic-
tion of the United States, or after ship-
ment the same were lost at sea, and have
not been relanded within the limits of
the United States. The landing certifi-
cate must give such description of the
merchandise as will readily identify the
drawback bond to which it relates and
show the entry number.

(b) Such landing certificate shall be
signed by a revenue officer of the foreign
country to which the merchandise is ex-
ported unless it is shown that said coun-
try has no customs administration, in
which case the certificate should be
signed by the consignee or by the ves-
sel's agent at the place of landing and
sworn to before a notary public or other
officer authorized to administer oaths and
having an official seal. The certificate
must be filed within 6 months from the
date of exportation of the merchandise.

(c) One landing certificate may cover
several consignments made by the same
shipper to the same consignee or to a
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general agent on the same date by the
same vessel or car and to the same for-
eign port, provided each consignment is
specifically and separately described In
the certificate. A certificate in a foreign
language must be accompanied by a
sworn translation thereof.

(d) The landing certificate shall be
filed with the collector of internal rev-
enue with whom the drawback claim was
filed, who shall forward it immediately
to the Commissioner of Internal Rev-
enue, attention Tobacco Division.

§ 451.29 Proof of loss at sea. Wlien
the exporter Is unable to procure any
landing certificate in consequence of ss
at sea he shall fie with the collector with
whom he filed the drawback bond an ap-
plication for relief, setting forth the ex-
tent of the loss and, if possible, the loca-
tion and manner of shipwreck or other
casualty at sea and the time of Its occur-
rence. Such application must be accom-
panied by the affidavits of two or more
creditable and disinterested persons aE to
the loss aforesaid. If the goods have been
insured the exporter shall also file certft-
cates by officers of the insurance com-
panies or board of underwriters that the
insurance has been paid, and that, to the
best of their knowledge and belief the
goods were actually destroyed at sea, a:id,
when obtainable, affidavits of the master
and mate of the vessel detailing the mE,n-
ner and extent of the loss and the time
and location of the disaster. The afo::e-
said proof should be furnished to the col-
lector within 6 months from the date of
exportation.

§ 451,30 Extension of time for presen-
tation of proof required. In case the ex-
porter, from causes beyond his control, is
unable to furnish the required proof of
landing (§ 451.28) or loss at sea (§ 451.-
29) within the time prescribed he may
make an application to the collector ;?or
an extension of time for production of
the evidence. Such application must
state specifically the cause of failure to
produce the evidence and be verif.ed
under oath. One extension of 3 months
will be granted, and, if necessary, upon a
second application an additional 3
months will be granted, provided the
sureties on the bond in respect to each
application assent in writing under sal
thereto and the collector of internal rev-
enue upon forwarding such applicaticns
and assents of the sureties will indorse
his opinion thereon as to the propriety of
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granting the same and will certify as to
the sufficiency of the bond.

§ 451.31 Collateral evidence as to
landing. (a) In case of inability to pro-
duce the,prescribed evidence of landing,
application for relief will be made to the
Commissioner of Internal Revenue,
through the collector of the district from
which the goods were shipped.

(b) Such application must be made
under oath and recite the facts connected
with the alleged exportation, setting
forth the date of shipment, the kind,
quantity, and value of the merchandise
shipped, the name of the consignee, and
the name of the vessel by and the port to
which the shipment was made, and the
date and amount of the bond covering
such shipment, also state in which par-
ticular the regulations respecting the
proofs of landing have not been complied
with, and the cause of failure to produce
such proofs; that such failure was not
occasioned by any lack of diligence on his
part or that of his agents; and that he is
unable to procure any other or better
evidence than that submitted with his
application.

(c) Each such application should be
supported by such collateral evidence as
the exporter may be able to submit. The
evidence may embrace original or veri-
fied copies of letters from consignees
advising the shipper of the arrival or sale
of the goods, with such other statements
respecting the failure to furnish the pre-
scribed evidence of landing as may be
obtained from the consignee or other
persons having knowledge thereof. Let-
ters and other documents in a foreign
language must be accompanied by sworn
translations, and when the letters fail to
identify sufficiently the goods the orig-
inal sales account must be produced.

(d) The collector receiving such ap-
plication and evidence will indorse there-
on his opinion as to its validity and for-
ward the same to the commimissioner.

SUBPART D-DRAWBACK OF TAX ON STILLS
EXPORTED

SoURCE: H§ 451.32 to 451.35 contained in
Regulations 73, June 14, 1928.

§ 451.32 Branding or stamping. Al-
lowance of drawback is restricted to stills
"manufactured for export and actually
exported." Every manufacturer of stills
Intended for exportation will brand or
stamp upon each still, and in a con-
spicuous place, the words "for export."

When such stills are manufactured from
metal plates the words "For Export" will
be stamped thereon with a suitable die
(the letters of which must in no case be
less than one-half inch in length), and
directly under the manufacturer's name,
which must also be stamped or otherwise
permanently affixed to each still. Where
the still is constructed of or encased in
wood, the manufacturer's name, as also
the words "For Export," will be branded
thereon.

§ 451.33 Notice to collector of inten-
tion to export. After the completion of
the stills, and before the same are re-
moved from the place of manufacture,
the manufacturer will forward to the
collector of his district the following
notice:

------- -...... 19_.
SiR: You are hereby notified that the fol-

lowing-described stills manufactured by me
[or us] on or about the ------ day of

----, 19_, are now in my [or our]
manufactory at ----------- from which they
have never been removed, and that the same
are intended to be exported to-----------
by -------------- I
[Here describe the number, kind, and ca-
pacity of each.]

§ 451.34 Payment of tax; inspection by
deputy; certificate. Upon the receipt of
such notice, and upon the payment of
the tax due, the collector will, by him-
self or deputy, proceed to the place of
manufacture, and will, if the stills are
found to agree with those described in
the notice, and are properly stamped or
branded as here required, indorse upon
such notice the following certificate,
which notice and certificate will be re-
tained by the collector and forwarded
to the Commissioner of Internal Reve-
nue with the claim on Form 901.

------ I ------I 19_.
I hereby certify that the stills herein de-

scribed were duly inspected by me; that the
tax due thereon has been paid, and that
stamps Nos. -, -, - were issued therefor
on the ---- day of ---------- 19_.

Collector.

§ 451.35 Procedure. The manufac-
turer or exporter of stills will file claim
for allowance of drawback of internal-
revenue tax paid on stills exported on
Form 901 (§ 451.18) modified for the
purpose. The provisions of Subpart C of
this part, relating to drawback of in-

'Here describe mode of conveyance.
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ternal-revenue tax on tax-paid tobacco
manufactures exported, so far as appli-
cable, except bond and landing certifi-
cate, will apply to exportation of stills
with benefit of drawback. No bond is
required in case of tax-paid stills ex-
ported. The stamps denoting the pay-
ment of the tax on stills on which draw-
back is claimed must be attached to the
claim on Form 901 before such claim and
entry is forwarded or delivered by the
deputy to the collector of customs at the
port of exportation.

SUBPART E-REIMPORTATION OF DOMESTIC
ARTICLES

SOURCE: §§ 451.36 to 451.38 contained in
Regulations 73, June 14, 1928.

§ 451.36 American manufactures re-
turned; consignee to file affidavit with
entry; identification as of domestic man-
ufacture. When articles which have been
exported are returned to the United
States, the collector of customs will in
every case, without regard to the time
the articles have remained abroad, re-
quire the consignee to file with his decla-
ration and entry an affidavit on Customs
Form 3311. Such affidavit shall clearly
set forth the circumstances under which
the articles were shipped from and re-
turned to the United States, and that
such shipment and subsequent return
were made in good faith and not for the
purpose of evading the internal-revenue
tax on said articles. Unless such affidavit
or other satisfactory proof of the actual
bona fide exportation is furnished, the
articles so returned will be detained by
the collector and the case reported to the
Secretary of the Treasury. Where arti-
cles exported under internal-revenue
laws, either in bond or with benefit of
drawback, are returned to the United
States in the original packages and can
be fully identified as of domestic manu-
facture, the same, unless manufactured
in a bonded warehouse, will be admitted
to entry as reimported domestic articles,
and a duty equal to the Internal-revenue
tax imposed thereon will be collected.
Unless so identified, or if manufactured
in a bonded warehouse, the same will be
treated as imported articles, subject to
the same rate of duty as if originally
imported.

§ 451.37 American tobacco manufac-
tures returned. When manufactured to-
bacco, snuff, cigars, or cigarettes, pro-
duced In factories operated under the
internal revenue laws of the United
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States, which have been exported, and
upon which no internal-revenue tax t as
been paid or upon which such tax I as
been paid and refunded by allowance or
drawback, are returned, they are liable
to customs duty equal to the tax imposed
by the internal-revenue laws upon such
articles.

(a) All returned American cigars,
cheroots, and cigarettes produced in ftc-
tories operated under the internal-rev-
enue laws must have customs inspection
stamps affixed to denote payment of duty
thereon, but need not have internal rE:v-
enue stamps affixed. Customs Regula-
tions (19 CFR 11.1), in respect to cigars
and cigarettes, provide that inspectors
shall write across the face of the customs
inspection stamp, in red ink, "American
goods returned," and their initials.

(b) All returned American manufac-
tured tobacco produced in factories cp-
erated under the internal-revenue laws
must have the proper internal revenue
stamps, in payment of the duty, affixed
and canceled before release from ciis-
toms custody. Customs Regulations 119
CPR 11.2) provide that no customs in-
spection stamp need be affixed to re-
turned American manufactured tobaczo,
but the packages of such tobacco shall be
marked or stamped, preferably over the
internal revenue stamp, with the inscrip-
tion, "American goods returned."

(c) Tobacco products produced in
customs bonded manufacturing ware-
houses, Class 6, and exported pursuant
to law, are, upon their return to the
United States, subject to the same rate
of duty as if originally imported and to
the same internal revenue tax as simi*.ar
articles of foreign production. There-
fore internal revenue stamps in payment
of the legal tax shall be affixed to such
articles in addition to customs stamps de-
noting the payment of duty thereon.

(d) Returned American tobacco man-
ufactures after release by customs itay
not be received on the bonded premi;es
of any internal revenue cigar or tobacco
factory, except as provided in § 140.108.
(§ 140.133.)

§ 451.38 R e t u r n e d oleomargarine,
adulterated butter, etc. Oleomargari:.e,
adulterated butter, mixed flour, or play-
ing cards produced in the United States
and exported without the payment of tax
will, upon reimportation, be liable to cits-
toms duty equal to the tax imposed by
the internal revenue laws upon s.ch
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products. All packages of reimported
oleomargarine, adulterated butter, mixed
flour, or playing cards must have customs
inspection stamps affixed to denote pay-
ment of duty thereon. Such packages
are not required to have Internal revenue
stamps affixed.

SUBPART F-BONDED INTERNAL REVENUE
TOBACCO EXPORT WAREHOUSES

SoURcE: §§ 451.40 to 451.58 contained in
T. D. 5549, 12 F. R. 792.

§ 451.40 Tobacco export warehouses.
Subject to the approval of the Commis-
sioner of Internal Revenue, bonded inter-
nal revenue warehouses may be estab-
lished for the purpose of exporting in
accordance with the regulations in this
subpart, unstamped (non-taxpaid) to-
bacco products received from factories
bonded and registered under the internal
revenue laws and regulations.

§ 451.41 Application to e s t a b lis h
warehouse. (a) Any person desiring to
establish a bonded tobacco export ware-
house under the regulations in this sub-
part must make application in writing
to the collector of internal revenue of
the district in which the warehouse will
be located, giving the location and a de-
tailed description of the premises to be
bonded and used.

(b) The collector shall detail one of
his deputies to make an inspection of the
particular premises intended to be used
as the bonded tobacco export warehouse.
The deputy shall furnish a report show-
ing the particulars relating to the loca-
tion, construction, and dimensions of the
building in which it Is proposed to estab-
lish the bonded tobacco export ware-
house. If less than the entire building
will be used, the deputy should show
what room or rooms are intended to be
used as the tobacco export warehouse
premises, the location of all doors, win-
dows, and other openings in the space
to be used, and report any other facts
to show the suitability of the premises
for the purpose intended.

(c) The application, as well as the re-
port of the deputy making the inspection
of the premises of the proposed tobacco
export warehouse, shall be forwarded to
the Commissioner with the recommen-
dation of the collector who will state
whether in his opinion'there is justifica-
tion for the establishment of such a
warehouse.

§ 451.42 Warehouse bond. (a) When
an application to establish a bonded to-
bacco export warehouse is approved by
the Commissioner, the applicant must
furnish to the collector a bond on Form
549 appropriately modified. The bond
shall be executed in duplicate in a penal
sum sufficient to cover the amount of tax
which may at any time constitute a
charge against the bond and in no case
less than $1,000.00. A bond may be exe-
cuted in anticipation of approval of the
application and be transmitted to the
collector with the application.

(b) When the bond, in duplicate, is
submitted to the collector, he shall, if the
bond meets with his approval, make en-
dorsement to that effect on both the
original and duplicate of the bond and
forward the duplicate copy to the Com-
missioner. Bonds required under the
regulations in this subpart may be ex-
ecuted with corporate surety or with at
least two individual sureties. If given
with individual sureties, each such surety
shall be required to furnish affidavit in
duplicate on Form 33, which shall be
attached to the original and duplicate of
the bond, respectively.

(c) If the principal on the bond is an
incorporated company, there shall be
submitted in duplicate with the bond,
copies of the by-laws or resolutions show-
ing what officer or officers are authorized
to sign the corporate name and affix the
corporate seal, also transcripts in dupli-
cate showing the election of officers, or a
statement in duplicate showing that such
documents have been filed previously in
connection with another bond, a full de-
scription of which bond shall be given.
The copies required must be authenti-
cated by an officer of the corporation
under seal.

(d) The collector of internal revenue
for the district in which the bonded to-
bacco export warehouse is located shall
promptly notify the Commissioner of In-
ternal Revenue of the death, financial
irresponsibility, insolvency, or with-
Crawal of any of the parties to the bond,
or of any circumstances requiring a new
bond to protect the interest of the Gov-
ernment.

(e) The liability under a bond fur-
nished under the regulations in this sub-
part shall be a continuing one, subject to
increase upon receipt in the warehouse
of unstamped tobacco products from
bonded internal revenue factories and to
decrease as proof of exportation herein-
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after required is received by the collector
of Internal revenue for the district in
which the warehouse is located. When
the limit of liability under any bond has
been reached, no further shipments of
unstamped tobacco products shall be re-
ceived into or withdrawn from the ware-
house until the liability has been reduced
sufficiently by credits for withdrawals for
which satisfactory proof of exportation
Is furnished or until a new bond has
been filed. Alterations in the premises
of a bonded internal revenue tobacco
export warehouse may be made only
upon the approval of the collector, and
with the consent of the surety on the
bond. The collector shall assign a num-
ber to each warehouse in his district,
beginning with No. 1.

§ 451.43 Sign. (a) A conspicuous sign
in the English language must be placed at
the main entrance to each warehouse, in
form as follows:

Bonded Internal Revenue Tobacco Export
Warehouse No. ---- ------------ district
of -------------

(b) The sign must show clearly the
number of the warehouse and internal
revenue district.

(c) Neglect to keep this sign posted
shall be sufficient ground for the with-
drawal of the right to continue the
operation of the warehouse.

§ 451.44 Requirements in regard to
operation. (a) No warehouse shall be
used until the application to establish has
been approved by the Commissioner and
the warehouse bond has been approved
by the collector. All the doors, windows,
and other openings of a bonded Internal
revenue tobacco export warehouse must
be secured by satisfactory locks or fas-
tenings when the warehouse is not In op-
eration. The warehouse premises may
be Inspected by an Internal revenue of-
ficer at any time. No shipment of non-
taxpaid tobacco products consigned to
the warehouse shall be received into the
warehouse until the collector has been
notified and a deputy is detailed by him
to supervise receipt of the shipment into
the bonded premises of the warehouse
and to execute the necessary certificate
of receipt on the application, Form 550,
appropriately modified by the manufac-
turer to cover the shipment. No ship-
ment of non-taxpaid tobacco products
may be withdrawn from the warehouse
for export unless approved by the col-
lector and inspected and released by one
of his deputies as hereafter required by
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the regulations In this subpart. The pro-
prietor shall see to it that all non-taxpa id
tobacco products received are properly
and conveniently stored within t'.-e
bonded premises of his tobacco expcrt
warehouse and see that no articles other
than tobacco products intended for ex-
port are kept in such warehouse. An in-
ventory of the tobacco products on hand
in such warehouse may be taken at a:iy
time at the direction of the collecter or
of the Commissioner. Unstamped to-
bacco products delivered to the export
warehouse, which are found stored ovt-
side of the bonded premises of the ware-
house without the approval of the Com-
missioner shall be subject to seizure for
forfeiture to the United States. Tae
deputies detailed to supervise receipts of
shipments into the warehouse and to ia-
spect and release any shipments to be
withdrawn therefrom, shall report any jr-
regularity to the collector.

(b) A bonded internal revenue tobacco
export warehouse may be discontinued
upon application of the proprietor or its
right to operate may be terminated by
the Commissioner for reasonable cau;e.

§ 451.45 Proprietor's account. The
proprietor of a bonded internal revenue
tobacco export warehouse must keep :n
accurate account, which will show with
respect to each month all tobacco manu-
factures on hand at the beginning of the
month, received, withdrawn for export,
or returned to manufacturers during the
month, and on hand at the close of the
month. The proprietor shall render a
statement, in duplicate, to the collector
for the district on or before the tenth day
of each month, showing the above infor-
mation for the preceding month.

§ 451.46 Deliveries to warehouses by
manufacturers. (a) The provisions of
Subpart A of this part except as modified
by the provisions of this subpart apply to
shipments of tobacco, snuff, cigars, or
cigarettes, without payment of tax, from
a factory to a bonded internal revenue
tobacco export warehouse for subsequc nt
exportation. A manufacturer desiring to
make such shipments shall first furnish
to the collector of the district In which
his factory is located consent of the
surety on his factory export bond, Form
549, to make such shipments. The con-
sent of the surety must be filed in dupli-
cate on Form 542, appropriately modified
in accordance with instructions from the
collector. Each such withdrawal must
be made under an application on Form
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550, modified in conformity with instruc-
tions from the collector. The manufac-
turer shall prepare the modified applica-
tion, Form 550, in triplicate and shall
type on the reverse side thereof or attach
thereto a certificate reading as follows:

CERTIFICATE OF RECEIPT

I certify that the tobacco manufactures
herein described, except as listed below have
this ---- day of --------- 19._, been re-
ceived in bonded internal revenue tobacco
export warehouse No.
district of --------- , under my supervision
for subsequent exportation.

Discrepancies: ---------------------------

(Name)

(Title)

(b) The manufacturer shall file his
application with the collector of internal
revenue for his district. If the collector
approves of the application he will ex-
ecute the "Collector's Order to Deputy"
on each copy and detail a deputy to in-
spect the shipment. The deputy at the
conclusion of his inspection shall execute
the "Deputy's Report" on each copy of
the application, Form 550, and shall re-
turn one copy of the application to the
collector and deliver the other two copies
to the manufacturer.

(c) The manufacturer shall complete
the copies of the application, Form 550,
delivered to him by the deputy, to show
date of removal of the shipment and shall
transmit both copies of the completed
form to the proprietor of the warehouse
to which the shipment is made.

(d) The responsibility for the delivery
to a bonded internal revenue export
warehouse of a shipment removed from
the factory under the regulations in this
subpart shall rest upon the manufacturer
making the withdrawal, who will be liable
for the internal revenue tax on tobacco
products shipped or delivered otherwise
than in accordance with the regulations
in this subpart.

§ 451.47 Receipts in warehouse. The
collector of internal revenue for the dis-
trict in which the warehouse is located
must be notified immediately by the
proprietor upon arrival of each ship-
ment of tobacco products at the ware-
house in order that the collector may
detail one of his deputies to check the
shipment and supervise receipt into the
bonded premises of the warehouse. At
the conclusion of his detail the deputy

shall execute the certificate of receipt
on each copy of the appropriately modi-
fied Form 550 received by the proprietor
of the warehouse from the manufacturer
and deliver both completed copies to his
collector. One copy of the Form 550 shall
then be forwarded promptly by the col-
lector of the district in which the ware-
house is located to the collector of in-
ternal revenue for the district from which
the shipment was made.

§ 451.48 Credit for shipment by a
manufacturer. Upon receipt of a copy of
Form 550 executed to show receipt of
the shipment in the warehouse and where
no discrepancy or shortage is reported,
the collector of internal revenue for the
district from which the shipment origi-
nated, will enter the appropriate credit
in his account kept with the manufac-
turer's export bond, Form 549. In case
a shortage is reported, the collector will
enter credit for the actual quantity re-
ceived into the warehouse and advise the
manufacturer to tender at once re-
mittance of the tax due on the shortage
reported.

§ 451.49 Withdrawals from warehouse.
The proprietor shall file for each in-
tended withdrawal from his bonded in-
ternal revenue tobacco export warehouse,
an application on Form 550 appropri-
ately modified in conformity with in-
structions from the collector for his dis-
trict. For shipments other than by par-
cel post Form 550 shall be filed in tripli-
cate and for shipments by parcel post in
duplicate. A number of separate parcel
post packages may be included under one
application, provided a list containing a
description of each separate parcel cov-
ered by the application is submitted with
each copy of the application. To facili-
tate the inspection of such a parcel post
shipment by the deputy, the parcels
should be grouped according to their size
and contents. Each application shall be
given a serial number by the proprietor,
beginning with No. 1 and commencing
again with No. 1 on July 1 of each year.
The copies of each application must bear
the same serial number as the original,
and the original and all copies must be
completely and legibly filled in to show
the information as required on the form.
The collector, if he approves of the ap-
plication, shall execute his order to his
deputy on all copies and deliver the cop-
ies to the deputy detailed to inspect the
shipment and release it for export.

Page 303

§ 451.49



Title 26-Internal Revenue "

§ 451.50 Inspection and report by
deputy-(a) Inspection. The deputy,
upon receipt of the copies of the applica-
tion on modified Form 550, with the col-
lector's order executed thereon, shall in-
spect the shipment to determine that it
consists of the class and quantity of mer-
chandise as specified in the application
and shall permit only the containers or
articles described to be withdrawn there-
under. Shipping containers shall not be
closed and fastened until after their con-
tents have been inspected and verified by
the deputy.

(b) Report. After inspection and
verification of the shipment have been
completed, and the shipping containers
have been made ready for removal, the
deputy shall fill in and sign his report
on each copy of the application, Form
550. The shipment shall then be re-
leased by the deputy for removal from
the warehouse for export. The deputy
shall return one copy of the Form 550
to the collector of the district at once,
and deliver the other copies to the pro-
prietor or his agent to be disposed of as
hereinafter required.

§ 451.51 Delay in removal; cancella-
tion of shipment. In case a shipment
is not removed from the bonded internal
revenue tobacco export warehouse with-
in ten days after being Inspected and
released by the deputy for that purpose,
the proprietor must advise the collector
of internal revenue for the district in
which the warehouse is located as to the
probable date of removal. If the order
for the shipment has been canceled, the
proprietor should so state and request
permission to cancel his application and
retain the merchandise in the stock in
his warehouse.

§ 451.52 Change in consignee. If,
after inspection and release by the dep-
uty, but before removal of the shipment,
the proprietor for good and sufficient
reasons desires to change the name and
address of the consignee, the proprietor
shall forward to the collector for correc-
tion and endorsement the copies of the
Form 550 left with him by the deputy,
accompanied by a letter setting forth his
reasons for the change. Any other
change with respect to the shipment
must be approved by the Commissioner.

§ 451.53 Removal and delivery of
shipment. After the shipment has been
released by the inspecting deputy for ex-

port, the shipment shall be handled by
the proprietor or his agent as follows:

(a) If shipped other than by pareel
post. (1) If the warehouse is located at
the port of exportation, the shipment
shall be delivered directly into the cus-
tody of the proper customs officer at the
port for customs inspection, supervisihn
of lading, and exportation.

(2) If the warehouse is located el';e-
where than at the port of exportation, the
shipment shall be consigned to the col-
lector of customs at the port of export a-
tion and shall be delivered to the carr:.er
for transportation to the port.

(b) Parcel post shipments. Shipments
intended for exportation by parcel post
shall be presented directly to the post
office by the proprietor or his agent.

§ 451.54 Disposition of copies of Form
550 by proprietor of warehouse-(a) If
shipped other than by parcel post. The
several copies of the modified applica-
tion, Form 550, delivered by the dept.ty
to the proprietor of the warehouse shill
be disposed of as follows:

(1) If the warehouse is located at the
port of exportation, the proprietor shill
file with the collector of customs or cus-
toms officer in charge, at least six hours
prior to lading, two copies of the Form
550. One copy completed by the custoins
authorities at the port to show inspecti on
and lading, and clearance or exporta-
tion of the related shipment shall be
filed with the collector of internal reve-
nue for the district in which is located
the tobacco export warehouse from which
the shipment was made for export. The
other copy of the Form 550 will be re-
tained by customs.

(2) If the warehouse is located eh e-
where than at the port of exportation,
the proprietor shall, after delivery of the
shipment to the common carrier, forward
to his agent at the port of exportation
the two copies of the related Form 550,
which must reach the agent in sufficient
time for him to file them with the col-
lector of customs or the customs officer
in charge at the port at least six hours
prior to lading. The agent will see th at
Form 550 is filled in to show the name of
the exporting vessel and the place or p er
where the shipment is to be laden and v ill
subscribe his name as exporter. In the
case of exportation to a contiguous for-
eign country by rail or air through a bor-
der port, the proprietor of the warehouse
will forward the two copies of Form 550 to
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the collector of customs or customs officer
in charge of the border port through
which the shipment will clear the United
States.

(b) Shipments by parcel post. If the
shipment is to be made by parcel post,
the proprietor shall execute on each
package in the shipment a waiver of his
right to withdraw the package from the
mails and then, at the time of mailing,
present the original Form 550, with the
list attached if a number of parcels are
covered by the Form 550 (see § 451.49),
to the postmaster or his agent for execu-
tion of the certificate of mailing, as pro-
vided for on the back of the Form 550.
The original Form 550 shall be forwarded
promptly thereafter by the proprietor to
the collector of internal revenue for the
district in which the warehouse is lo-
cated.

§ 451.55 Return of shipment to ware-
house. If, after removal the proprietor
desires to return a shipment to the
bonded premises of his tobacco export
warehouse, he must make application to
the Commissioner for permission to do so.
The proprietor must identify the ship-
ment, set forth where it has been since
it left the warehouse, where held, and in
whose custody it is at the time of making
application, and the reasons for return.
Permission and appropriate instructions
must be received from the Commissioner
before the merchandise is returned.

§ 451.56 Tax liability. Responsibility
for the proper exportation of tobacco
products withdrawn from the warehouse
under the regulations in this subpart
shall rest upon the proprietor of the
warehouse making the withdrawal, and
he will be liable for the internal revenue
tax on the tobacco products shipped or
delivered otherwise than in accordance
with the regulations in this subpart.

§ 451.57 Credit for shipment. Upon
receipt of a copy of the application, mod-
ified Form 550, showing inspection, la-
ding, and exportation of a shipment
under customs supervision, with no dis-
crepancy or shortage reported, or in the
case of a shipment made for export by
parcel post, upon receipt of a copy of
Form 550 with certificate of mailing
properly executed, the collector of inter-
nal revenue shall enter the proper credit
in his account, Form 94, kept with the
bond of the proprietor of the warehouse
under which the shipment was with-
drawn. In case a shortage is reported,

the collector shall enter credit for the
actual quantity of tobacco products ex-
ported and require the proprietor to pay
the amount of tax due on the shortage
reported.

§ 451.58 Penalties. Sections 2160 and
2173 of the Internal Revenue Code im-
pose severe penalties for the possession,
use, or dealing in, within the United
States (including its Territories), of
manufactured tobacco, snuff, cigars, and
cigarettes upon which the tax properly
due has not been paid. These provisions
of law apply to tobacco products removed
without payment of tax under the
regulations in this subpart, and accord-
ingly, any person possessing, using, or
dealing in, such products otherwise than
as authorized by the regulations, in this
subpart, may be subject to the penalties
prescribed in such provisions of law.

Part 452-Taxes Under the Trad-
ing With the Enemy Act

SUBPART B-PROPERTY VESTED IN THE ATTOR-
NEY GENERAL ON AND AFTER DECEMBER 18,
1941

Sec.
452.21
452.22
452.23

452.24
452.25
452.26
452.27

Definitions.
Application of part.
Protection of internal revenue prior

to tax determination.
Computation of taxes.
Payment of taxes.
Interest and penalties.
Claims for refund or credit.

Au'rHorry: §§ 452.21 to 452.27 issued under
53 Stat. 467, sec. 1, 60 Stat. 925; 26 U. S. C.
3791, 50 U. S. C. App. 36.

SouRCE: § § 452.21 to 452.27 contained in
Treasury Decision 5612, 13 F. P. 2039. Re-
designation noted at 14 F. R. 5200.

§ 452.21 Definitions. When used in
this part:

(a) The term "Attorney General" in-
cludes the Alien Property Custodian
whose functions were transferred to the
Attorney General pursuant to Executive
Order 9788, 11 F. R. 11981; 3 CFR, 1946
Supp., and any other officers and agen-
cies to which such functions are trans-
ferred or assigned pursuant to such
Executive order, or otherwise.

(b) The term "Commissioner" means
the Commissioner of Internal Revenue.

(c) The term "person" includes an in-
dividual, a trust, estate, partnership,
company, or corporation, and any entity
having or claiming an interest in vested
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property or liable or charged with liabil-
ity to internal revenue tax in connection
with such property.

(d) The term "former owner" means
the owner immediately prior to vesting
and any successor in interest by inheri-
tance, devise, bequest, or operation of law,
of such owner.

(e) The term "Trading With the En-
emy Act" includes all amendments of
such act, and all orders, rules, and regu-
lations issued or prescribed under such
act or any such amendment.

(f) The term "property" includes
money, the proceeds of property, income,
dividends, interest, annuities, and other
earnings, but does not include any prop-
erty or interest or any of the foregoing
which vested in the Attorney General or
was otherwise acquired by the United
States prior to December 18, 1941.

(g) The terms "property vested by the
Attorney General" and "property vested
in the Attorney General" include prop-
erty conveyed, transferred, assigned, de-
livered, or paid to or held or controlled
by or vested in the Attorney General,
under the Trading With the Enemy Act.

(h) The term "engaged in trade or
business in the United States" includes
the managing and renting of real estate
in the United States by an agent of the
Custodian or of the former owner duly
authorized to execute rental agreements
and to pay all taxes and charges incident
to the repair and maintenance of such
property, but does not include the mere
renting or leasing of property under
agreement requiring the lessee or occu-
pant to pay taxes and to make repairs
or improvements.

(i) The term "tax" has the meaning
stated in section 36 (d) of the Trading
With the Enemy Act as added by the act
of August 8, 1946.

(j) A term not defined in this section
shall have the meaning, if compatible
with the context, imputed thereto under
the Internal Revenue Code.

§ 452.22 Application of part - (a)
Property covered. This part is applicable
in connection with property vested in the
Attorney General on and after December
18, 1941. It is not applicable in connec-
tion with property or interest in property
so vested or acquired by the United
States prior to December 18, 1941, which
property or interest is governed by
Treasury Decision 4168, as amended by
Treasury Decision 4254, January 7, 1929,
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and Treasury Decision 4514, approved
January 18, 1935 (26 CFR, 1938, ed., 45.2.1-
452.10).

(b) Taxes covered. Except as other-
wise provided by specific exemption ap-
plicable with respect to the Alien Prop-
erty Custodian, this part applies, in ;he
circumstances therein indicated, to Eny
Internal revenue tax applicable In respect
of (1) property vested in the Attorney
General or any action or transaction In-
cidental to such property, or (2) any par-
son whose property is so vested or .ny
action or transaction of such person,
whether the tax is applicable in resp3ct
of the period of vesting or any other
period. Federal employment taxes are
applicable with respect to wages paid to
a person not a regular Government em-
ployee, permanent or temporary, Cor
services immediately connected with the
operation of an enterprise under control
of the Attorney General such as might be
rendered to a private operator.

§ 452.23 Protection of internal rev-
enue prior to tax determination-i a)
Suits and claims for return of vesi:ed
property-(1) General. The provisions
of this paragraph apply in cases whore
there has been no final or tentative de-
termination of internal revenue tax La-
bility. In such cases vested prope:'ty
shall not be returned except in accoi d-
ance with this paragraph.

(2) Notice to Commissioner-(i) Suits
for recovery. Where suit for the return
of vested property has been instituted
under section 9 of the act, within a rc a-
sonable time after answer has been filed
or after beginning of the trial of the case,
the Attorney General shall in writing
notify the Commissioner of the property
involved and the name, address, citizen-
ship, residence, and business organi2a-
tion of the claimant, and any other pC!r-
tinent information.

(ii) Return without suit. At leLst
ninety (90) days prior to any return of
vested property pursuant to section 32
of the act the Attorney General shall in
writing notify the Commissioner in the
manner prescribed in subdivision (i) of
this subparagraph.

(3) Return of property-l) Without
security. Vested property, the subject of
a suit or proceeding pursuant to t ie
Trading With the Enemy Act, may be
returned without security prior to de-
termination of applicable internal reve-
nue taxes and prior to the judgment of
the court or publication of the order of
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the Attorney General directing such re-
turn, to the following described claim-
ants under the conditions hereinafter
stated:

(a) Residents and domestic enter-
prises. In the case of claimants who at
the time of return are (1) individuals
permanently resident in the United
States since December 7, 1941, or (2)
corporations or other business enter-
prises organized under the laws of the
United States, or any State, Territory,
or possession thereof, or the District of
Columbia, or doing business in the
United States, the Attorney General may
return the property at any time without
notice to the Commissioner of such re-
turn.

(b) Nonresidents, etc. In the case of
claimants who at the time of return are
(1) individuals not permanently resi-
dent in the United States since December
7, 1941, or (2) nondomestic corporations
or other nondomestic business enter-
prises not doing business within the
United States, the property may be re-
turned not less than ninety (90) days
after notice by the Attorney General to
the Commissioner in a case within sub-
paragraph (2) (1) of this paragraph, or
not less than sixty (60) days after notice
in a case within subparagraph (2) (ii)
of this paragraph, unless within such
time the Attorney General is advised
otherwise by the Commissioner.

(ii) When security required. Except
as provided In subdivision (i) of this
shbparagraph vested property shall not
be released prior to determination of
tax liability without security satisfactory
to the Commissioner, but determination
of tax liability will be expedited in order
that release of the property or of the
security shall not be unnecessarily de-
layed.

(4) Security. Security when required
shall be such of the following as shall,
In the judgment of the Commissioner, be
appropriate:

(I) Bond. A bond of the claimant
conditioned upon payment of the full
amount of Internal revenue taxes deter-
mined to be due, filed with the collector
In such amount, and with such sureties,
as the Commissioner deems necessary.
The sureties may be only surety com-
panies certified by the Secretary of the
Treasury as acceptable.

(Ii) Collateral security. Collateral au-
thorized by law deposited by the claimant

819596-49----21

in lieu of surety conditioned upon the
payment of the full amount of internal
revenue tax determined to be due.

(Iii) Reservation of assets. Monies, or
if the monies are insufficient, so much of
the other property involved, to be re-
served by the Attorney General, as will
be sufficient In the judgment of the At-
torney General to cover any internal
revenue tax liability determined by the
Commissioner.

(b) Vested property subject to debt
claims-(1) Notice to Commissioner.
With respect to vested property available
for the payment of debt claims under
section 34 of the act, and with respect to
which debt claims have been filed, prior
to the allowance of any such claims the
Attorney General shall in writing notify
the Commissioner of the property in-
volved, the citizenship, residence, busi-
ness organization and other necessary
information concerning the debtor and
the aggregate of debt claims filed In
respect thereof.

(2) Action by Commissioner. Upon
receipt of the notice provided In sub-
paragraph (1) of this paragraph the
Commissioner shall, as soon as practi-
cable and not later than 120 days after
receipt of notice, unless the time is ex-
tended by the Commissioner after notice
to the Attorney General: (I) Determine
the taxes payable by the Attorney Gen-
eral in respect of the debtor, or (it) ad-
vise the Attorney General of the provi-
sion, if any, to be made by him for pay-
ment of taxes in respect of the debtor.

§ 452.24 Computation o1 taxes-
(a) Detail of employees of the Bureau of
Internal Revenue. The Commissioner
will detail for the assistance of the At-
torney General such employees of the
Bureau of Internal Revenue as may be
necessary to make the computations un-
der this part promptly and accurately.

(b) Relationship of Attorney General
and former owner. In the computation
of tax liability under this part, except as
otherwise provided in this part, the vest-
ing of property shall be considered as not
affecting the ownership thereof; and any
act of the Attorney General in respect of
such property (including the collection
or operation thereof and any investment,
sale, or other disposition and any pay-
ment or other expenditure) shall be con-
sidered as the act of the owner. Never-
theless, except as otherwise provided in
the act or this part, Insofar as taxes are
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incident to vested property during the
period of vesting, they shall be payable
by the Attorney General, except that to
the extent of the value oi any of the
property returned to the former owner
the latter shall be liable for such tax not
paid by the Attorney General. While
tax incident to nonvested property is
collectible out of both vested and non-
vested property, the nonvested property
will be regarded as the primary source of
collection of such tax. In determining
the amount of the liability to be paid out
of property not vested by the Attorney
General a computation shall be made
covering the taxpayer's full period of lia-
bility, but without regard to the vested
property, or the income received by, or
the operations of, the Attorney General.
The amount so computed shall be first
asserted against and collected so far as
practicable from the taxpayer or out of
his property which is not vested. Such
part of the total tax liability as is not
paid by the taxpayer or iollected out of
property not vested shall be asserted
against the vested property. (See
§§ 452.25 and 452.27 (b).)

(c) Laws applicable to computation.
Except as otherwise specifically provided
in this part, the computation under this
part of any internal revenue tax liability
shall be in accordance with the internal
revenue law and regulations applicable
thereto, including all amendments of
such law or regulations enacted or pro-
mulgated prior to determination of the
tax.

(d) Periods for which computations
made. The amount of income, declared
value excess profits, excess profits, capi-
tal stock, employment, and excise taxes
under the internal revenue laws will be
computed for each taxable year or period
during all or part of which property is
vested prior to the return of the prop-
erty. (As to return of property prior to
computation of tax see 1 452.23.)
Where vesting occurs during a taxable
year or taxable period, any return filed
or computation made covering vested or
nonvested property should nevertheless
be for the entire year or period. (See
paragraph (b) of this section.) Unless
facts are available indicating a liability
for taxes for a taxable year or period oc-
curring wholly prior or subsequent to
the period of vesting of the property by
the Attorney General, the computations
under this part, both tentative and final,
will be made only in respect of years and
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periods during all or part of which the
property is held by the Attorney Gene cal.

(e) Tentative computation. In order
that the return of property or other ap-
propriate action may not be dela ,ed
until the amount of taxes payable is
finally computed and paid, a tentative
computation of such amount will be
made in every case, unless there are (ir-
cumstances appearing to make such ac-
tion inappropriate. Such circumstances
would include (1) return of the property
In accordance with § 452.23, (2) nof~ce
to the Commissioner of Internal Revenue
by the person to whom the property is
returnable or by the Attorney General
that such person or the Attorney Gan-
eral, as the case may be, prefers that
the return of the property be postponied
until the amount of such taxes can be
finally computed, or (3) belief on the
part of the Commissioner that a final
computation will not unduly delay the
return of the property or other apr ro-
priate action. In making any such ten-
tative computation of income, pro.ts,
or estate tax, the gross income or the
gross estate, as the case may be, as
shown by the records of the Attorney
General (excluding therefrom items ex-
empt from taxation) shall be considered
as the net income or net estate, respec-
tively, unless a tax return has been
filed or facts are available upon wlich
a more accurate computation can be
made. In any case in which a c.uly
authorized officer or employee of the
Bureau of Internal Revenue has other-
wise computed the amount of taxes ray-
able in respect of any period, such com-
putation will be accepted as a tentative
computation, unless the facts clearly in-
dicate that a more accurate computalion
can be made.

(f) Final computation-(I) General.
A final computation of the amouni, of
taxes payable by the person to whom
property is returnable, or out of property
to be returned, will be made as soort as
practicable in every case. In any case in
which the amount shown by a tentative
computation has been paid, refund or
credit of any amount paid in exces:; of
the amount properly due will be made
in accordance with the final computa-
tion, even though a claim therefor has
not been filed, if the period of limital;ion
applicable to the filing of such claim has
not expired. flowever, if it is desired to
protect the right to any credit or refind
determined to be due, a claim for cradit
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or refund should be filed. (See § 452.27.)
The sufficiency of any such claim in re-
spect of an amount paid in accordance
with a tentative computation under this
part will not be questioned solely because
facts upon which a more accurate com-
putation could be made are not available
or cannot be established at the time such
claim is filed. Any such claim in respect
of an amount paid in accordance with a
final computation must, however, clearly
set forth in detail under oath all the
facts relied upon in support of the claim
and must conform to the regulations ap-
plicable to an ordinary claim for refund
or credit. (See, for example, § 29.322-2
(Regulations 111) and see § 452.27.)

(2) Information required-(l) Income
and profits taxes. The following infor-
mation submitted under oath by or for
the taxpayer Is necessary in each case
for a final computation, for each taxable
year for which the computation is to be
made:

(a) All income (other than income re-
ceived by the Attorney General) from
sources within the United States, or if no
such Income has been received, then a
statement to that effect, except that In
the case of a citizen or resident of the
United States, income from sources with-
out as well as within the United States
must be shown.

(b) If a return of such income has been
made, then the following data In respect
of such return:

(1) The taxable year for which the
return was made and the tax (whether
income, declared value excess profits, or
excess profits tax) paid;

(2) The name of the taxpayer for
whom the return was made;

(3) The name of the agent or other
person (if any) by whom such return was
made;

(4) The office of the collector in which
such return was filed.

(c) Such other facts as may be re-
quired, from time to time, by the Com-
missioner of Internal Revenue.

(ii) Other taxes. Except as otherwise
provided in subdivision (1) of this
subparagraph, in order to make a final
computation of the amount of any in-
ternal revenue tax payable by return In
any case, the usual return should be filed,
together with the supporting documents
required by the regulations pertaining to
the tax.

(g) Tax returns-(l) General. In
many cases allowance of deductions and
credits is contingent upon the making of
a return In accordance with the appli-
cable Internal revenue law. The submis-
sion of evidence relative to income or
profits tax in accordance with paragraph
(f) (2) (1) (a) and (c) of this section
will be considered as the making of the
return required by any such law, only (I)
for any taxable period, ending on or
before December 31, 1946, during all or
part of which all or part of the property
of the taxpayer was held by the Attorney
General, or (Qi) for any taxable period
ending within one year from the date of
the first return to the taxpayer, of any
part of the property held by the Attor-
ney General, whichever period ends later.
In all other cases a return will be re-
quired in accordance with the applicable
internal revenue law and regulations.
(As to returns where property Is vested
during a taxable year or period. (See
paragraph (d) of this section.)

(2) Estates and trusts. In the case of
estates and trusts the fiduciaries shall
file returns, including information re-
turns as required by section 147 of the
Internal Revenue Code.

(3) Income tax forms to be used. In
the case of taxpayers engaged in trade
or business in the United States Forms
1040-B and 1120, as may be appropriate,
shall be used. Where the taxpayer is
not engaged in trade or business in the
United States Form 797-M may be used
in lieu of Forms 1040-NB and 1120-NB.

§ 452.25 Payment of taxes-(a) Pur-
suant to tentative computations. The
amount of taxes shown by a tentative
computation shall be paid by the Attor-
ney General or the taxpayer, as the case
may be, to the collector of internal rev-
enue as soon as practicable after the ten-
tative computation has been made. It
will not be necessary, however, for the
payment by the Attorney General to be
made prior to the return of property if
an amount sufficient to cover all internal
revenue taxes is retained therefrom by
the Attorney General.

(b) Pursuant to final computations.
Upon a final computation of internal rev-
enue taxes properly payable, the amount
thereof remaining unpaid shall be paid
by the Attorney General to the collector
of Internal revenue as soon as practicable
after the final computation has been
made, or, in case the property has been
returned to the former owner, by such
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owner. If the final computation shows
that the full amount of internal revenue
taxes properly payable is less than the
amount previously paid, the difference
shall be credited or refunded in accord-
ance with the provisions of these and
other applicable regulations. A final
computation will not prohibit a subse-
quent recomputation if it is determined
that the amount shown by the final com-
putation is erroneous.

(c) Deficiency procedure. The Attor-
ney General shall pay internal revenue
taxes without regard to the provisions
of law relating to the sending of a de-
ficiency notice by registered mail, or to
notice and demand.

§ 452.26 Interest and penalties-(a)
Liability for interest and civil penalties.
Under subsection (d) of section 36 of
the Trading With the Enemy Act there
is no liability for interest or penalty on
account of any act or failure of the At-
torney General. Such subsection is
not applicable to interest or penalties
payable in respect of any act or failure
during the period prior to the vesting of
the property by the Attorney General,
or after the return of the property, or
during the period during which the prop-
erty was vested by the Attorney General
on account of an act or omission of any
person other than the Attorney General.

(b) Adjustment. In case of any as-
sessment or collection, or credit or refund
of interest or a civil penalty contrary to
the provisions of section 36 (c) or (d),
proper adjustment shall be made.

§ 452.27 Claims for refund or credit.
(a) Claims for refund or credit must be
filed within the period prescribed by sec-
tion 322 of the Internal Revenue Code
as modified by section 36 (c) of the
Trade With the Enemy Act. Any such
claim must contain a detailed statement
under oath of all the facts relied upon
in support of the claim and should be
filed with the collector of internal reve-
nue of the district in which the tax was
paid. (See § 452.24 f) (1).)

(b) Any act of the Attorney General
for, or on behalf of, a taxpayer in re-
spect of any claim under this part will
be considered as the act of such tax-
payer, unless such taxpayer notifies the
Commissioner of Internal Revenue in
writing, by the filing of a claim for re-
fund or credit or otherwise, that he does
not ratify such act. (See also § 452.24
(b).)

(c) All refund of taxes paid by the
Attorney General shall be made directly
to that official.

Part 453-Release of Federal "'ax
Liens'

Sec.
453.1 Conditions precedent to issuance of

certificate of release.
453.2 Issuance of certificate of release upon

acceptance of bond.
453.3 Partial discharge of property; nar-

ket value double amount of llbi-
ity.

453.4 Single bond covering release of lien
and payment of income tax defi-
ciency.

453.5 Partial discharge of property on part
payment.

453.6 Written application and proof of mar-
ket value required.

453.7 Report of collector.
453.8 Issuance of certificate of discharge.

AT Oarrr: §§ 453.1 to 453.8 issued under
53 Stat. 467; 26 U. S. C. 3791.

§ 453.1 Conditions precedent to issu-
ance of certificate of release. The col-
lector of internal revenue to who:n is
charged an assessment in respect of any
internal-revenue tax shall issue a ce: 'tifi-
cate of release of the tax lien wherever
he finds that the liability for the amount
assessed (together with all interest in
respect thereof) has been satisfied or has
become unenforceable. The word "un-
enforceable" as here used means unen-
forceable as a matter of law, and not
merely uncollectible or unenforceable as
a matter of fact. Tax liabilities fre-
quently are uneforceable in fact for the
time being, due to the temporary non-
possession by the taxpayer of discover-
able property or property rights. In all
cases the liability for the payment of the
tax continues until satisfaction of the tax
in full or until the expiration oI the
statutory period for collection, including
such period as the taxpayer by consent
in writing may agree with the Conmis-
sioner shall constitute the time within
which the tax assessed may lawfully be
collected. Collectors should continue to
investigate carefully all cases of delin-
quent taxpayers where notice of lien has
been filed, with a view of obtaining', be-
fore the expiration of the collection
period, such written consent for the ex-
tension of the collection period, when-
ever it is reasonably possible tha; the
taxpayer may, In the future, acquire
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property rights from which the tax
liability may be satisfied.
IT. D. 4275, Nov. 13, 1929]

§ 453.2 Issuance of certificate of re-
lease upon acceptance of bond. The col-
lector may in his discretion issue a cer-
tificate of release of the tax lien if he is
furnished and accepts a bond that is con-
ditioned upon the payment of the
amount assessed (together with all inter-
est in respect thereof) within the time
agreed upon in the bond, but not later
than 6 months prior to the expiration of
the statutory period for collection, in-
cluding any period for collection agreed
upon in writing by the Commissioner and
the taxpayer. The form of any bond so
furnished shall be the standard form
(Form 1131), entitled "Bond for release of
Federal tax lien." Such bond shall be
executed by a surety company holding a
certificate of authority from the Secre-
tary of the Treasury as an acceptable
surety on Federal bonds, except that,
when specifically authorized by the Com-
missioner, such bond may be executed
by a surety or sureties, individual or cor-
porate, other than a surety company.
IT. D. 4275, Nov. 13, 1929, as amended by T. D.
4591, Oct. 11, 1935]

§ 453.3 Partial discharge of property;
market value double amount o1 liability.
The collector may also in his discretion
Issue a certificate of dicharge of any part
of the property subject to the tax lien If
he finds that the fair market value of the
part of the property not released from
such lien is at least double the amount
of the existing liability in respect of such
tax plus double the amount of all liens
prior to that of the tax lien. In general,
fair market value is that amount which
one ready and willing but not compelled
to buy would pay to another ready and
willing but not compelled to sell the
property. Collectors must be conserva-
tive in determining property values and
should make careful inquiry with respect
thereto.
IT. D. 4275, Nov. 13, 1929]

§ 453.4 Single bond covering release
of lien and payment o1 income tax de-
ficiency. In cases where the collector
issues a certificate to release of tax lien
and at the same time an extension of
time is granted for the payment of the
deficiency in tax pursuant to the provi-
sions of section 272, 871 (h), 890 (b),
893 (b) (3), or 3655 (b), I. R. C., a single
bond may be accepted by the collector

conditioned upon the payment of the
amount assessed (together with all in-
terest in respect thereof) in accordance
with the terms of the extension and not
later than 6 months prior to the expira-
tion of the statutory period for collection,
including any period for collection agreed
upon in writing by the Commissioner and
the taxpayer. Form 1131, mentioned in
§ 453.2, shall be used in these cases and
shall be modified to meet the circum-
stances. Where a certificate of release
of the tax lien has been issued by the
collector, and the bond furnished to and
accepted by the collector fully protects
the interests of the United States with
respect to the tax assessed, no additional
bond will be required by the Commis-
sioner as a condition to the granting of
an extension of time for the payment
of the deficiency in tax under the pro-
visions of section 272, 871 (h), 890 (b),
893 (b) (3), or 3655 (b), I. R. C.
[T. D. 4275, Nov. 13, 19291

§ 453.5 Partial discharge of property
on part payment. In no case shall a cer-
tificate discharging property from a Fed-
eral tax lien be issued under the pro-
visions of section 3674 (b), I. R. C., unless
there is first a payment in such amount
as the Commissioner has determined, to
be applied towards satisfaction of the
tax liability which gave rise to the Fed-
eral lien. In determining the amount
to be paid the Commissioner will take
into consideration all the facts and cir-
cumstances of the case, including the
expenses to which the Government has
been put in the matter. In no case shall
the amount to be paid be less than the
value of the interest of the United States
in the property with respect to which the
certificate of discharge is issued, as such
value has been determined by the Com-
mission in the light of the fair market
value of the property and the amount of
all liens and encumbrances thereon hav-
ing priority over the Federal tax lien.
IT. D. 4446, July 10, 1934]

§ 453.6 Written application and proof
of market value required. Any person
desiring that a certificate discharging
property from a Federal tax lien be is-
sued under the provisions of section 3674
(b), should present to the collector of
internal revenue charged with the assess-
ment in respect to the tax, a written ap-
plication requesting that the certificate
be issued. Such application should give
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the reasons for the request, and should
clearly describe the property with re-
spect to which the discharge is desired.
In support of the request, the applicant
must furnish the collector with proof
sufficient to establish satisfactorily the
fair market value of the property, the
amounts, character, and dates (both of
execution and of record) of all encum-
brances of record prior to the Federal
lien, as well as the amount and character
of any unrecorded encumbrances be-
lieved to be prior to the Federal lien (in-
cluding information as to how and when
all such encumbrances arose). Appro-
priate references must be made to the
pages and volumes of the recording
books in which any such encumbrances
have been recorded.
[T. D. 4446, July 10, 1934]

§ 453.7 Report o1 collector. (a) The
collector should review the proof, check
the accuracy of all material statements
made, and forward to the Commissioner
a report of the case together with his
recommendation. The collector's report
should Include a statement of the ex-
penses of his office Incident to the placing
and discharging of the lien as well as his
conclusions with respect to the fair mar-
ket value of the property Involved and
the value of the Government's Interest
therein, viewed In the light of such fair
market value and the amount of liens
and encumbrances on the property be-
lieved to have priority over the lien of
the United States. Information as to the
nature and amount of such encum-
brances sufficient to enable a determina-
tion to be made whether, as a matter of
law, they actually have priority over the
Government's lien, should be included
In the report.

(b) The report of the collector should
also show the year or years and the dates
of all assessments involved, the lists on
which such assessments appear and the
amounts thereof, the office or offices in
which, and the dates when, notices of the
Federal tax lien or liens were filed, and
any payments made In partial satisfac-
tion of the tax liability. In his discre-
tion, the collector may submit with his
report whatever documentary evidence
he deems to be relevant. Upon receipt
of the collector's report and recommen-

dation, the question whether a certificate
of discharge may be issued and the
amount to be paid as a prerequisite to
its issuance, will be considered.
[T. D. 4446, July 10, 19341

§ 453.8 Issuance of certificate of dis-
charge. When so authorized by the
Commissioner, the collector may issue a
certificate discharging from the Federal
tax lien such property as the Commis-
sioner has authorized to be discharged,
provided the amount determined bN the
Commissioner as a prerequisite to the
Issuance of the certificate is first pa:.d to
the collector to be applied by him towards
satisfaction of the tax.
[T. D. 4446, July 10, 19341

Part 454-Resale of Perscnal
Property Obtained by Gove;rn-
ment Under Distraint Proceed-
ings

Sec.
454.1 Sale of personal property seized itnder

distraint.
4,54.2 Resale after purchase for the United

States.

SouRE: §§454.1 and 454.2 containid in
T. D. 4480, Oct. 8. 1934.

§ 454.1 Sale of personal property
seized under distraint. (a) When per-
sonal property is seized by an int,..rnal
revenue officer under a warrant of dis-
traint, and is to be offered for sate at
public auction, such officer shall :fix a
minimum price for the property, lnilud-
Ing the expenses of levy and the cc st of
advertising, and shall not accept a i Id at
such sale less than such minimum price.
If the amount bid for the proper ;y at
the sale is not equal to such minimum
price, the officer conducting the sale may,
In his discretion, declare the propeity to
be purchased for the United Stat 3s at
such minimum price, or may adjoura the
sale in accordance with section 3693,
I. R. C. If at such sale, or adjourned
sale, the property be neither sold to a
bidder, nor purchased for the United
States, it may again be offered for sale in
accordance with the procedure outlined
in section 3693, in which event the c fficer
holding the sale may fix a new mini mum
price for the property.

(b) In fixing the minimum price, the
officer charged with this duty must exer-
cise the greatest care in order that % loss
may be avoided if the property shoild be
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purchased for the United States and re-
sold. The officer making the sale should
likewise use extreme caution in declaring
the property purchased for the United
States. Only such property as appears
to have a resale value at or above the
minimum price fixed should be bid in for
the United States.
(53 Stat. 467; 26 U. S. C. 3791. Interprets or
applies 53 Stat. 452; 26 U. S. C. 3695)

§ 454.2 Resale after purchase for the
United States. (a) When such personal
property has been declared purchased
for the United States, the collector of the
district in which the property was seized
should make every effort to sell it at pub-
lic sale. Tentative and informal bids
from prospective purchasers may be pro-
cured. When the property is offered for
resale, the highest of such bids should be
used as an opening bid at the sale. If no
such tentative bid can be procured, it is
unlikely that the property would find a
purchaser at a public sale. Whether
under such circumstances the sale should
be made rests in the discretion of the
collector. If the property purchased for
the United States consists of bonds or
other securities of the Federal Govern-
ment, these securities should not be sold
but must be transmitted to the Commis-
sioner of Internal Revenue for proper
disposition immediately after they have
been purchased for the United States.

(b) Ordinarily the resale of personal
property so purchased for the United
States should be advertised merely by
public posting, that is, by display of noitce
at the collector's office; at the post office
nearest the place where the resale is to
take place, and at the place of resale.
If the property is purchased for the
United States at a price considerably less
than its real market value, the collector
may in his discretion Insert an advertise-
ment of resale in a newspaper. The se-
lection of the place for such resale rests
with the collector. If the place selected
by the collector for resale is outside of
the collection district where the prop-
erty was seized the approval of the Com-
missioner of Internal Revenue must first
be obtained. In making the request for
the Commissioner's approval in such case
the collector should state, with full de-
tails, the reasons for his request, and the
procedure he expects to follow if the ap-
proval of the Commissioner be obtained.
If it appears for the best interests of the
United States, the Commissioner may ap-

prove the selection of the place for re-
sale, but may alter or modify the pro-
posed procedure.
(53 Stat. 467; 26 U. S. C. 3791. Interprets or
applies 53 Stat. 452; 26 U. S. C. 3695)

Part 455-Rewards for Informa-
tion Leading to the Detection
and Punishment of Persons
Violating Internal Revenue
Laws

§ 455.1 Rewards for information. (a)
Under and by virtue of the provisions of
section 3792 of the Internal Revenue
Code, the Commissioner of Internal Rev-
enue, with the approval of the Secretary
of the Treasury, does hereby offer for
information that shall lead to the de-
tection and punishment of persons guilty
of violating the internal revenue laws,
or conniving at the same, such reward
as the Commissioner of Internal Rev-
enue, with the approval of the Secretary
of the Treasury, shall deem suitable.
Any person furnishing such information
shall be eligible for reward under this
Treasury decision unless he was an offi-
cer or employee of the Department of the
Treasury at the time he came Into pos-
session of his information or at the time
he divulged It.

(b) The rewards hereby offered are
limited in their aggregate to the sum ap-
propriated therefor and shall be paid
only in cases not otherwise provided for
by law. The amount paid as a reward
under the provisions of this Treasury de-
cision is determined from the value of
the Information furnished. Payment of
rewards will be made as promptly as the
circumstances of the case permit.

(c) Information relative to violations
of the internal revenue laws, furnished by
persons desiring to claim rewards under
the provisions of this Treasury decision,
may be submitted in writing to the Com-
missioner of Internal Revenue, Washing-
ton 25, D. C., or 'to the Office of the
Intelligence Unit, the Technical Staff, the
Internal Revenue Agent In Charge or the
Collector of Internal Revenue, in the lo-
cality in which the informant resides, or
it may be given In person to the Office of
the Chief of the Intelligence Unit In
Washington, D. C., or to any of the above-
mentioned field offices.

(d) If the information is given in per-
son, either orally or in writing, the name
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and official title of the person to whom
it is given should be ascertained, as these
data, together with the date on which
the information was given, must be in-
cluded in the formal claim for reward
when filed.

(e) An informant who intends to claim
a reward should notify the person to
whom he gives his information of such
intention, and should file formal claim
therefor as soon thereafter as practicable.
Claims for reward under the provisions
hereof shall be made on Form 211, which
may be obtained from Collectors of In-
ternal Revenue or from the Bureau at
Washington 25, D. C. Such claims for
reward should be executed before a no-
tary public or other officer duly author-
ized by law to administer oaths, and
should be transmitted to the Commis-
sioner of Internal Revenue, Washington
25, D. C., for the attention of the Chief
Counsel.
(53 Stat. 467; 26 U. S. C. 3791. Interprets or
applies 53 Stat. 467; 26 U. S. C. 3792) [T. D.
5661, 13 F. R. 60181

Part 457-Restamping Cases
Sec.
457.1
457.2
457.3
457.4
457.5
457.6

457.7
457.8
457.9
457.10
457.11
457.12
457.13
457.14
457.15

457.16

457.17
457.18
457.19
457.20
457.21

Statutory authority; liquor, tobacco.
Statutory authority; oleomargarine.
Regulations prescribed.
Applications.
Loss or destruction in transit.
Loss or destruction before or after

shipment.
Inspection of packages.
Inspection of spirits in barrels.
Expense.
Additional evidence.
Bottled spirits.
Procedure.
Investigation.
Fermented malt liquors.
Failure to file application for re-

stamping liquors.
Report where repackaging is re-

quired.
Authorization.
Repacking and restamping.
Issuance of stamps.
Credit for stamps issued.
Receipt.

AuTHoarry: §§ 457.1 to 457. 21 issued under
53 Stat. 467; 26 U. S. C. 3791. Interpret or
apply 53 Stat. 252; 26 U. S. C. 2313.

SouRCE: § § 457.1 to 457.21 contained In
Treasury Decision 4744, 2 F. R. 1105.

§ 457.1 Statutory authority; liquor,
tobacco. Sections 2103 (b), 2112 (b),
2802 (b), 3030 (b) (1), and 3152 (d),
I. R. C., provide that the Commissioner
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of Internal Revenue may, under regula-
tions prescribed by him with the ap-
proval of the Secretary of the Treasury,
issue stamps for restamping package ; of
tobacco, snuff, cigarettes, cigars, disti led
spirits, wines, and fermented liqu)rs,
which have been duly stamped, but fi om
which the stamps have been lost or de-
stroyed by unavoidable accident.

CROSS REFERENCES: For Bureau of Cust.)ms
regulations relating to the marking and
stamping of spirits, wines, malt liquors, and
alcoholic fruit juices in casks and simiilar
containers, see 19 CFR 11.7. For the re-
striction of importation regulations, and
the marking requirements for liquors, see
19 CFR 12.37, 12.38.

§ 457.2 Statutory authority; oi'eo-
margarine. Section 2313, I. R. C., rro-
vides with respect to oleomargarine
stamps that "the provisions of existing
law governing the engraving, 'Issue, sale,
accountability, effacement, and destruc-
tion of stamps relating to tobacco and
snuff, as far as applicable, are hereby
made to apply to stamps provided for by
this section."

CRoss REFERE CES: For treatment. of oleo-
margarine when imported by mail under the
Bureau of Customs regulations, see 19 GFR
9.8. For regulations relating to detenion
and reporting of imported oleomargazine,
see 19 CFR 11.5.

§ 457.3 Regulations prescribed. '['he
regulations In this part are prescribed
in conformity with the provisions of law
above cited.

§ 457.4 Applications. Applications for
restamping should be made in writing to
the collector of internal revenue for the
district in which the packages to be re-
stamped are situated. With respect to
containers of distilled spirits required to
bear strip stamps by section 2803 *.b),
I. R. C., the procedure outlined in
§§ 457.11-457.13 hereof should be ob-
served. The applicants should state in
detail the number of packages, descrip-
tion of the contents, where the packEges
are located, the kind and denomination
of the stamps lost or destroyed, and the
nature of the applicant's interest in the
property.

§ 457.5 Loss or destruction in tramsit.
If the stamps were lost or destroyed in
transit, the application should be accom-
panied by an affidavit of the consignor
that the packages were properly stamped
when shipped and, if possible, the affi-
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davit of some one having knowledge of
the facts attending their loss or de-
struction en route.

§ 457.8 Loss or destruction before or
after shipment. In the event the stamps
were lost or destroyed either before or
after shipment and while in the posses-
sion of the applicant, the application
should be accompanied by an affidavit
of the applicant or some one in his em-
ploy stating that the packages were once
duly stamped or properly stamped when
received, as the case may be, and detail-
ing all the circumstances connected with
the destruction of the stamps.

§457.7 Inspection of packages.
When an application is received, the col-
lector will examine it and the support-
ing affidavits for the purpose of deter-
mining whether all of the papers have
been correctly prepared. If so, the col-
lector will order an immediate inspection
of the packages by one of his deputy col-
lectors, who will make a written report
to the collector of the number of pack-
ages which need restamping, the condi-
tion and contents of each, and the kind
of stamps or fragments of stamps still
attached thereto.

§ 457.8 Inspection of spirits in barrels.
In the case of spirits in barrels, the in-
spection should be made by a store-
keeper-gauger, if possible, or by some
other representative of the district super-
visor's office. A full report of regauge
on the prescribed gauging form and a
statement of the marks and brands found
upon the bung stave and stamp head of
the packages must be made.

§ 457.9 Expense. If this inspection
can not be made without substantial ex-
pense to the Government, the collector
will, before expenses are Incurred, for-
ward to the Commissioner of Internal
Revenue for consideration the applica-
tion and accompanying papers as well
as an estimate of the cost of completing
the examination.

§ 457.10 Additional evidence. In the
following cases where stamps for spirits
and wine have been lost or destroyed,
collectors of internal revenue will pro-
cure and forward to the Commissioner
of Internal Revenue with the application,
report of Inspection, and report of re-
gauge, additional evidence as follows, ac-
cording to the nature of the case:

(a) For tax-paid spirits in original
packages. Certified copy of the report
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on the prescribed gauging form showing
the contents of the packages at the time
they were gauged for tax payment. Cer-
tificate of the collector in whose district
the missing or mutiliated stamps were
purchased, which should contain all of
the information shown on the stubs from
which the original stamps were detached.

(b) For rectified spirits in bulk pack-
ages. Certified copy of the rectifier's
"Notice of completion of rectification and
return of rectified spirits, wines, or other
liquors gauged, marked, and stamped."
Certificate of the collector In whose dis-
trict the missing or mutilated stamps
were purchased, which should contain
all of the information shown on the stubs
from which the original stamps were
detached.

(c)' For export spirits in bulk packages.
Certified copy of the prescribed gauging
form showing the contents of the pack-
ages at the time they were gauged for
withdrawal and exportation. This cer-
tificate should contain all of the infor-
mation shown on the stubs from which
the original stamps were detached.

(d) For wholesale liquor dealer's
packages of spirits. Certified copy of
the application for the stamps on the
prescribed form.

(e) For wine. Affidavit from the tax-
payer showing the contents of the cases
or packages when stamped, value of
stamps affixed to the cases or packages,
taxable grade of wine, serial numbers of
the cases or packages, and date on which
the stamps were affixed to the packages.

(f) For rectified products required to
bear wine stamps. Affidavit of the tax-
payer and a certified copy of the pre-
scribed form showing the serial numbers
and the contents of the cases or pack-
ages when stamped, value of stamps af-
fixed to the cases or packages, and the
date of affixing.

§ 457.11 Bottled spirits. Applications
under oath for restamping containers of
distilled spirits required to be stamped
by section 2803 (b), . R. C., from
which the original strip stamps have been
lost or destroyed, shall be made to the
local collector of internal revenue. The
applicant in every case will state the
cause of the loss or destruction of the
original stamps, and submit evidence
that the spirits have been tax-paid.
Such evidence may consist of the invoices
covering the purchase of the spirits, in
addition to other available documents.
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Where the stamps, which it is claimed
have been destroyed, or any portion ther-
of, have become detached from the con-
tainers and recovered, they shall be sub-
mitted with the application.

§ 457.12 Procedure. Each applica-
tion for new stamps, without cost, to re-
place those which have been lost or
destroyed by unavoidable accident, shall
be executed in duplicate and addressed
to the local collector of internal revenue.
It will be forwarded to the collector
through the office of the appropriate
district supervisor. If the evidence pre-
sented shows conclusively that the tax
on the spirits has been paid and if the
loss or destruction of the strip stamps
has been satisfactorily explained, the
district supervisor will approve the ap-
plication and forward the original copy,
together with supporting papers, to the
local collector of internal revenue. The
duplicate copy of the application shall
be retained by the district supervisor for
record purposes. The collector will
transmit the application and accom-
panying evidence to the Bureau for con-
sideration as required by § 457.19 hereof.
If the Bureau approves the application,
an appropriate authorization on Form
7706 will be mailed to the collector to
cover the issuance of the duplicate strip
stamps. Such stamps will then be sent
to the district supervisor, who, after
making suitable notations on the dupli-
cate copy of the application filed in his
office, will deliver the stamps to the ap-
plicant, either by mail or by a representa-
tive of his office, together with instruc-
tions in regard to marking and affixing
them to the containers.

§ 457.13 Investigation. If in connec-
tion with any application for duplicate
strip stamps to be affixed to containers
of distilled spirits, the district supervisor
has doubt, from the evidence submitted,
as to whether the tax on the spirits has
been paid or if the loss or destruction of
the strip stamps has not been satisfac-
torily explained, he will cause the neces-
sary investigation to be made before ap-
proving and forwarding such application
to the collector.

§ 457.14 Fermented malt liquors.
With respect to fermented malt liquors,
upon receipt of an application, sup-
ported by an affidavit of tax payment
and loss of stamps, and after report of
inspection by a deputy collector, the

collector may, If the evidence is satislac-
tory, issue the stamps necessary to
replace those lost or destroyed without se-
curing formal authorization so to do from
the Bureau. Such stamps will be affixed
to containers under the direct super-
vision of a deputy collector. These re-
ports by deputy collectors are requ'.red
in all cases of application for restamp-
Ing packages, except where an officer
working under the Jurisdiction of the
district supervisor of the Alcohol [ax
Unit discovers an unstamped package.
The collector may act upon the report
and recommendation of such officer
without requiring a further investigation
by a deputy collector. The collector
should transmit all the papers in each
case, including a signed report on Form
7706-A in duplicate, to the Bureau with
his monthly stamp report, in order that
credit may be allowed in his stamp ac-
count.

§ 457.15 Failure to file apPlication for
restamping liquors. Where an Lin-
stamped container of distilled spirits,
fermented malt liquor, or wine, from
which the original stamp has been lost or
destroyed; is discovered and it is asc(er-
tained that no application for the re-
stamping thereof has been made, sich
container will be detained pending ap-
propriate action. If, upon investigat.on,
it develops that the container has been
tax-paid, the officer who made the Iis-
covery shall secure an affidavit from the
proper party, setting forth the reason for
the loss or destruction of the stamp as
well as documentary evidence, if any, in
support thereof. He shall then reqire
the party Involved to execute a suitfble
restamping application to be submitted
through the office of the district surer-
visor to the local collector of internal
revenue, accompanied by a statemen'; of
the facts and the officer's recommenda-
tion. Such officer will inform the r os-
sessor of the unstamped container of liq-
uor that it is his privilege to submit an
offer in compromise. In the event a sitit-
able offer in compromise is tendered, the
procedure shall thereafter conform with
the procedure governing cases in wich
an application for restamping was m .de
without the intervention of a Govern-
ment officer. When received, the stamp
may be issued and affixed, and the cmn-
tainer of liquor may be released from de-
tention without awaiting action on the
offer In compromise. Where no offer in
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compromise is submitted, the container
of liquor shall be seized for forfeiture.

§ 457.16 Report where repackaging is
required. Where packages of tobacco,
cigars, snuff, cigarettes, or oleomar-
garine are found to be in such condition
that they require repacking before new
stamps can be attached, the deputy col-
lector will in such cases include in his
report of inspection the exact number,
denomination, and class of stamps to be
used.

§ 457.17 Authorization. If the collec-
tor is satisfied that the packages were
once duly stamped and there appears to
be no evidence of fraud, he will authorize
their immediate repacking in new pack-
ages not before used for that purpose
and of a size to contain a statutory
quantity or number of articles, under
the supervision of a deputy collector.
The packages will then be held until the
collector is authorized to issue the re-
quired stamps, which must be attached
to the packages under the supervision
of a deputy collector.

§ 457.18 Repacking and restamping.
The work of repacking and restamping
these packages must not be done within
the factory premises of any manufac-
turer of articles subject to internal rev-
enue taxes.

§ 457.19 Issuance of stamps. With
the exception of applications for the re-
stamping of containers of fermented
malt liquors, as set forth in § 457.14, the
collector will forward all applications,
together with supporting evidence, to
the Accounts and Collections Unit of the
Bureau for consideration and an ap-
propriate authorization on Form 7706,
prior to issuing any duplicate stamps.

§ 457.20 Credit for stamps issued.
The issuance of all stamps under the
regulations in this part should be re-
flected in the appropriate monthly rec-
ord of stamps received, issued, etc., in
column headed "Issued by order of the
Commissioner," and credit for the
stamps should be taken on the proper
line of the collector's monthly stamp
report.

§ 457.21 Receipt. In every case, the
collector should obtain a receipt from
the party receiving duplicate stamps
and transmit such receipt to the Bureau
with his stamp report for the month in
which the stamps were issued.

Part 458-Inspection of Returns
Subpart A-inspection Under Regulations of

General Application

INCOME, PROFITS, AND CAPITAL STOCK TAX RE-
TURNS AND RETURNS UNDER TITLE IX OF THE
SOCIAL SECURITY ACT

Sec.
458.1
458.2
458.3
458.4
458.5
458.6
458.7
458.8
458.9
458.10

Return.
Corporation.
Partnership.
Stock.
Return of individual.
Joint return of husband and wife.
Partnership return.
Estates.
Trusts.
Corporations.

ESTATE AND GIFT TAX RETURNS FILED AFTER JUNE
16, 1933, UNDER THE REVENUE ACT OF 1932,

OR UNDER THE REVENUE ACT OF 1932, AS

AMENDED

458.20 General.
458.21 Application for inspection.
458.22 Disclosure for investigation pur-

poses.
458.23 Inspection by State officials.
458.24 Inspection discretionary in Commis-

sioner in certain cases.

GENERAL PROVISIONS APPLICABLE TO
§§ 458.1-458.24

458.30
458.31
458.32

458.33

458.34
458.35
458.36
458.37
458.38

Scope.
Permission to inspect.
Treasury Department officials and

employees.
Inspection by branch of Government

other than Treasury Department.
Inspection by Government attorneys.
Information returns.
Place of inspection.
Applications for inspection.
Penalties.

INCOME RETURNS (INCLUDING PERSONAL HOLD-
ING COMPANY AND UNJUST ENRICHMENT RE-
TURNS), AND EXCESS-PROFITS AND CAPITAL
STOCK TAX RETURNS, AND RETURNS OF EMPLOY-
MENT TAX ON EMPLOYERS UNDER SUBCHAPTER

C OF CHAPTER 9 OF THE INTERNAL REVENUE
CODE

458.50 Introductory.
458.51 Terms used.
458.52 Return of individual.
458.53 Joint return of husband and wife.
458.54 Partnership return.
458.55 Estates.
458.56 Trusts.
458.57 Corporations.

ESTATE AND UT TAX RETURNS UNDER THE
INTERNAL REVENUE CODE

458.58 General.
458.59 Application for inspection.
458.60 Disclosures for investigation pur-

poses.
458.61 Inspection by State officials.
458.62 Inspection discretionary with Com-

missioner in certain cases.
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GENERAL PROVISIONS APPLICABLE TO
§§ 468.51-458.62

Sec.
458.63 Scope.
458.64 Permission to inspect.
458.65 Treasury Department officials and

employees.
458.66 Inspection by branch of Government

other than Treasury Department.
458.67 Inspection by Government attorneys.
458.68 Information returns.
458.69 Place of inspection.
458.70 Applications for inspection.
458.71 Penalties.

INCOME AND EXCESS-PROFITS TAX RETURNS, EX-
CEPT RETURNS UNDER TITLE III OF THE REVE-
NUE ACT OF 1936, CAPITAL STOCK TAX RETURNS,
AND RETURNS UNDER TITLE IX OF THE SOCIAL
SECURITY ACT

458.80 Introductory.
458.81 Definitions.
458.82 Access to returns by State officers.
458.83 Examination of returns by share-

holder.
458.84 Penalties for disclosure of returns.

RETURNS UNDER TITLE n OF THE REVENUE ACT
OF 1936

458.90 Inspection of returns by State taxing
officials.

458.91 Examination of returns by share-
holder.

ESTATE AND GIFT TAX RETURNS FILED ON OR BEFORE
JUNE 16, 1933

458.100 General.
458.101 Inspection by executor or donor.
458.102 Disclosure of information by reve-

nue officer.
458.103 Inspection by State officers.
458.104 Inspection by person having mate-

rial interest,
458.105 Inspection by Government attor-

neys.
458.106 Returns in custody of collector or

revenue agent in charge.

GENERAL PROVISIONS

458.110 Use of returns in litigation.
458.111 Furnishing of copies of returns.
458.112 Supplemental documents, records

and reports.

EXCISE TAX RETURNS

458.120 Introductory.
458.121 Inspection of excise tax returns.

Subpart B-Use of Original Returns Open to
Inspection in Accordance With §1 458.50-
458.71; Furnishing of Copies of Returns; In-
spection of Returns of Corporations by State
Officers and Shareholders

INTRODUCTORY

458.200 Introductory.

SPECIAL PROVISIONS
Sec.
458.201 Access to returns by State officers.
458.202 Inspection of returns by Stato tax-

ing officials.
458.203 Examination of returns by share-

holder.

GENERAL PROVISIONS

458.204 Use of returns in litigation.
458.205 Furnishing of copies of returns.
458.206 Supplemental documents, rc cords

and reports.
458.207 Penalties for disclosure of returns.
458.208 Terms used.
458.209 Prior regulations under Code super-

seded.

Subpart C-Inspection Under Special Exiccutive
Orders

458.300 Inspection of returns by Dcpart-
ment of Commerce.

458.301 Inspection of statistical tran:icript
punch cards by the Federal Se-
curity Agency.

458.302 Inspection of income, excess-profits,
and declared value excess-profits
tax returns by the War Con;racts
Price Adjustment Board.

458.303 Inspection of returns by Ftderal
Trade Commission.

NOTE: Part 458 was reorganized and re-
numbered at 13 F. R. 7709.

AUTHORITY: §§ 458.1 to 458.303 issued nder
53 Stat. 467; 26 U. S. C. 3791.

SUBPART A-INSPECTION UNDER REGULA-
TIONS OF GENERAL APPLICATION

SOURCE: § 458.1 to 458.10 containod in
Treasury Decision 4873, 3 F. R. 2689. Eccep-
tions are noted in brackets following sec-
tions affected.

INCOME, PROFITS, AND CAPITAL STOCK TAX
RETURNS UNDER TITLE IX OF THE SOCIAL
SECURITY ACT

§ 458.1 Return. The word "return"
when used in §§ 458.1. to 458.10, itclu-
sive, shall include only income and p1 ofits
tax returns; special excise tax returns of
corporations made pursuant to se:tion
1000 of Title X of each of the Rev mue
Acts of 1918 and 1921 and section 710 of
Title VII of the Revenue Act of 3924;
capital stock tax returns made pursiant
to section 215 of Title II of the National
Industrial Recovery Act, section 7(1 of
Title V of the Revenue Act of 1934, sec-
tion 105 of the Revenue Act of 1935, and
section 601 of the Revenue Act of 1938;
and returns under Title ]X of the Social
Security Act. Any other word or i;erm
used in this subpart which is defined by
the Revenue Acts, the National Indus-
trial Recovery Act, or the Social Security
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Act, shall be given the respective defini-
tion contained in the Act under which
the particular return is made.

§ 458.2 Corporation. The word "cor-
poration" when used in this subpart In-
cludes associations, joint-stock com-
panies, and insurance companies.

§ 458.3 Partnership. The word "part-
nership" when used in this subpart in-
cludes a syndicate, group, pool, joint
venture, or other unincorporated organ-
ization, through or by means of which
any business, financial operation, or ven-
ture is carried on, and which is not,
within the meaning of the income tax
laws, a trust or estate or a corporation.

§ 458.4 Stock. The word "stock" in-
cludes the shares in an association,
joint-stock company, or insurance com-
pany; and the word "shareholder" in-
cludes a member in an association, joint-
stock company or insurance company.

§ 458.5 Return of individual. The re-
turn of an individual shall be open to
inspection (a) by the person who made
the return, or by his duly constituted at-
torney in fact; (b) if the maker of the
return has died, or become legally in-
competent, by the administrator, execu-
tor, trustee, or guardian of his estate, or
by the duly constituted attorney in fact
of such administrator, executor, trustee,
or guardian; (c) in the discretion of the
Commissioner of Internal Revenue, by
any heir at law, next of kin, or benefi-
ciary under the will, of such deceased
person, or by the duly constituted attor-
ney in fact of such heir at law, next of
kin, or beneficiary, upon a showing that
such heir at law, next of kin, or benefi-
ciary, has a material interest which will
be affected by information contained in
the return; (d) as to returns under Title
IX of the Social Security Act in the dis-
cretion of the Commissioner and at such
time and in such manner as the Com-
missioner may prescribe for the inspec-
tion, by an officer of any State having a
law certified to the Secretary of the
Treasury by the Social Security Board
as having been approved In accordance
with section 903 of the Social Security
Act, upon written application signed by
the governor of such State under the seal
of the State, designating the officer to
make the inspection and showing that
such inspection is solely for purposes of
administering such State law; and (e) as
to returns for any taxable year begun
prior to January 1, 1935, in the discretion

of the Commissioner of Internal Reve-
nue, and at such time and in such man-
ner as the Commissioner may prescribe
for the inspection, by an officer or em-
ployee of any State having a law impos-
ing an income tax upon the individual, or
a tax upon intangible property owned by
the individual, measured by the income
derived therefrom, upon written applica-
tion signed by the governor of such State
under the seal of the State, designating
the person to make the inspection and
showing that the Inspection is solely for
such State income or intangible property
tax purposes. If the property of the per-
son who made the return is in the hands
of a receiver, or trustee in bankruptcy,
the return of such person shall be open to
inspection by such receiver or trustee, or
by the duly constituted attorney in fact
of such receiver or trustee. With re-
spect to inspection on behalf of States
or political subdivisions thereof, of in-
come returns for taxable years beginning
on or after January 1, 1935, see articles
55 (b)-1 to 55 (b)-4, inclusive, of Regu-
lations 86, as substituted by Treasury
Decision 4626 (C. B. XV-1, 61, '1), and
amended by Treasury Decision 4732
(C. B. 1937-1, 145), and section 55 of the
Revenue Act of 1938.
fT. D. 4873, 3 P. R. 2689 as amended by T. D.
5019, 5 F. R. 44551

§ 458.6 Joint return of husband and
wile. Joint return of a husband and wife
shall be open to inspection (a) by either
spouse for whom the return was made,
upon satisfactory evidence of such rela-
tionship being furnished, or by his or her
duly constituted attorney In fact; (b) if
either spouse has died, or become legally
incompetent, by the administrator, exec-
utor, trustee, or guardian of his or her
estate, or by the duly constituted attor-
ney in fact of such administrator, execu-
tor, trustee, or guardian; (c) in the dis-
cretion of the Commissioner of Internal
Revenue, by any heir at law, next of kin,
or beneficiary under the will, of such de-
ceased spouse, or by the duly constituted
attorney in fact of such heir at law, next
of kin, or beneficiary, upon a showing
that such heir at law, next of kin, or
beneficiary has a material interest which
will be affected by information contained
in the return; and (d) for any taxable
year begun prior to January 1, 1935, in
the discretion of the Commissioner of
Internal Revenue, and at such time and
in such manner as the Commissioner
may prescribe for the inspection, by an
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officer or employee of any State having a
law imposing an income tax upon either
spouse or a tax upon intangible property
owned by either spouse, measured by the
income derived therefrom, upon written
application signed by the governor of
such State under the seal of the State,
designating the person to make the in-
spection and showing that the inspection
is solely for such State income or in-
tangible property tax purposes. With
respect to inspection on behalf of States
or political subdivisions thereof of in-
come returns for taxable years beginning
on or after January 1, 1935, see articles
55 (b)-1 to 55 (b)-4, inclusive, of Regu-
lations 86, as substituted by Treasury De-
cision 4626 (C. B. XV-1, 61, 71), and
amended by Treasury Decision 4732
(C. B. 1937-1, 145), and section 55 of the
Revenue Act of 1938.

§ 458.7 Partnership return. The re-
turn of a partnership shall be open to
inspection (a) by any individual who was
a member of such partnership during
any part of the time covered by the re-
turn, or by his duly constituted attorney
in fact, upon satisfactory evidence of
such fact being furnished; (b) if a
member of such partnership during any
part of the time covered by the return
has died, or become legally Incompe-
tent, by the administrator, executor,
trustee, or guardian, of his estate, or
by the duly constituted attorney in fact
of such administrator, executor, trustee,
or guardian; (c) in the discretion of
the Commissioner of Internal Revenue,
by any heir at law, next of kin, or bene-
ficiary under the will, of such deceased
person, or by the duly constituted at-
torney in fact of such heir at law, next
of kin, or beneficiary, upon a showing
that such heir at law, next of kin, or
beneficiary has a material interest
which will be affected by information
contained In the return; (d) as to re-
turns under Title IX of the Social Se-
curity Act in the discretion of the Com-
missioner and at such time and in such
manner as the Commissioner may pre-
scribe for the inspection, by an officer
of any State having a law certified to
the Secretary of the Treasury by the
Social Security Board as having been
approved in accordance with section
903 of the Social Security Act, upon
written application signed by the gov-
ernor of such State under the seal of the
State, designating the officer to make
the inspection and showing that such
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inspection is solely for purposes o' ad-
ministering such State law; and 0) as
to returns for any taxable year begun
prior to January 1, 1935, in the discre-
tion of the Commissioner of Internal
Revenue, and at such time and in such
manner as the Commissioner may pre-
scribe for the inspection, by an cmcer
or employee of any State having i law
imposing an income tax upon the :)art-
nership or upon any member thereof in
respect of Income therefrom or E, tax
upon intangible property owned br the
partnership, measured by the in zome
derived therefrom, upon written appli-
cation signed by the governor of such
State under the seal of the State, desig-
nating the person to make the in:;pec-
tion and showing that the inspection
is solely for such State Income o:: in-
tangible property tax purposes. I' the
property of the partnership Is in the
hands of a receiver, or truste3 in
bankruptcy, the return of the parner-
ship shall be open to inspection by such
receiver or trustee, or by the duly con-
stituted attorney in fact of such receiver
or trustee. With respect to inspection
on behalf of States or political sutdivi-
sions thereof of income returns for tax-
able years beginning on or after Janu-
ary 1, 1935, see articles 55 (b)- );o 55
(b)-4, inclusive, of Regulations 83, as
substituted by Treasury Decision 4626
(C. B. XV-1, 61, 71), and amended by
Treasury Decision 4732 (C. B. 1937-1,
145, and section 55 of the Reienue
Act of 1938.
IT. D. 4873, 3 F. R. 4873, as amended by T. D.
5019, 5 F. R. 4455]

§ 458.8 Estates. The return of an
estate shall be open to inspection (a)
by the administrator, executor, or trus-
tee of such estate, or by his duly cc nsti-
tuted attorney in fact; (b) in the dis-
cretion of the Commissioner of Intornal
Revenue, by any heir at law, ne,:t of
kin, or beneficiary under the will, of the
deceased person for whose estate the
return is made, or by the duly consti-
tuted attorney in fact of such heir at
law, next of kin, or beneficiary, :r if
any such heir at law, next of kin or
beneficiary has died or become legally
incompetent, by his administrator, ex-
ecutor, trustee, or guardian of hi,; es-
tate, or by the duly constituted attor-
ney in fact of such administrator, ex-
ecutor, trustee, or guardian, upon a
showing of material interest whict. will
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be affected by information contained
in the return; (c) as to returns under
Title IX of the Social Security Act in
the discretion of the Commissioner and
at such time and in such manner as
the Commissioner may prescribe for
the inspection, by an officer of any
State having a law certified to the Sec-
retary of the Treasury by the Social
Security Board as having been ap-
proved in accordance with section 903
of the Social Security Act, upon written
application signed by the governor of
such State under the seal of the State,
designating the officer to make the in-
spection and showing that such inspec-
tion is solely for purposes of adminis-
tering such State Law; and (d) as to
returns for any taxable year begun
prior to January 1, 1935, in the discre-
tion of the Commissioner of Internal
Revenue, and at such time and in such
manner as the Commissioner may pre-
scribe for the inspection, by an officer
or employee of any State having a law
imposing an income tax upon the es-
tate or upon any beneficiary of the es-
tate in respect of income therefrom,
or a tax upon intangible property
owned by the estate, measured by the
income derived therefrom, upon writ-
ten application signed by the governor
of such State under the seal of the
State, designating the person to make
the inspection and showing that the in-
spection is solely for such State income
or intangible property tax purposes.
With respect to inspection on behalf of
States or political subdivisions thereof
of income returns for taxable years be-
ginning on or after January 1, 1935,
see articles 55 (b)-I to 55 (b)-4, inclu-
sive, of Regulations 86, as substituted
by Treasury Decision 4626 (C. B. XV-1,
61, 71 (1936)), and articles 55 (b)- to
55 (b)-4, inclusive, of Regulations 94,
both as amended by Treasury De-
cision 4732 (C. B. 1937-1, 145), and sec-
tion 55 of the Revenue Act of 1938.

§ 458.9 Trusts. The return of a trust
shall be open to inspection (a) by the
trustee or trustees, jointly or severally,
or the duly constituted attorney in fact
of such trustee or trustees; (b) by any
individual who was a beneficiary of
such trust during any part of the time
covered by the return, or by his duly
constituted attorney in fact, upon satis-
factory evidence of such fact being fur-
nished; (c) if any individual who was a

beneficiary of such trust during any part
of the time covered by the return has
died, or become legally incompetent, by
the administrator, executor, trustee, or
guardian, of his estate, or by the duly
constituted attorney in fact of such ad-
ministrator, executor, trustee, or guard-
ian; (d) in the discretion of the Com-
missioner of Internal Revenue, by any
heir at law, next of kin or beneficiary
under the will, of such deceased person,
or by the duly constituted attorney in
fact of such heir at law, next of kin, or
beneficiary, upon a showing that such
heir at law, next of kin, or beneficiary
has a material interest which will be
affected by information contained in the
return; (e) as to returns under Title iX
of the Social Security Act in the discre-
tion of the Commisioner and at such
time and in such manner as the Com-
missioner may prescribe for the inspec-
tion, by an officer of any State having a
law certified to the Secretary of the
Treasury by the Social Security Board as
having been approved in accordance
with section 903 of the Social Security
Act, upon written application signed by
the governor of such State under the seal
of the -State, designating the officer to
make the inspection and showing that
such inspection is solely for purposes of
administering such State law; and (f) as
to returns for any taxable year begun
prior to January 1, 1935, in the discretion
of the Commissioner of Internal Reve-
nue, and at such time and in such man-
ner as the Commissioner may prescribe
for the inspection, by an officer or em-
ployee of any State having a law impos-
ing an income tax upon the trust or upon
any beneficiary of the trust in respect of
income therefrom, or a tax upon intan-
gible property owned by the trust, meas-
ured by the income derived therefrom
upon written application signed by the
governor of such State under the seal of
the State, designating the person to make
the inspection and showing that the In-
spection is solely for such State income
or intangible property tax purposes.
With respect to inspection on behalf of
States or political subdivisions thereof of
income returns for taxable years begin-
ning on or after January 1, 1935, see
articles 55 (b)-1 to 55 (b)-4, inclusive,
of Regulations 86, as substituted by
Treasury Decision 4626 (C.B. XV-1, 61,
71 (1936)), and articles 55 (b)-1 to 55
(b)-4, inclusive, of Regulations 94, both
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as amended by Treasury Decision 4732
(C. B. 1937-1, 145), and section 55 of the
Revenue Act of 1938.

§ 458.10 Corporations. The return of
a corporation shall be open to inspection
(a) by any person designated by action
of its board of directors, or other similar
governing body, upon submission of sat-
isfactory evidence of such action, or (b)
by any officer or employee of such cor-
poration upon written request to the
Commissioner of Internal Revenue
signed by any principal officer and at-
tested by the secretary, or other officer
under the corporate seal, if any, or (c)
by the duly constituted attorney in fact
of such corporation. The return of a
corporation which has since been dis-
solved, shall, In the discretion of the
Commissioner of Internal Revenue, be
open to inspection by any person who
under this subpart might have inspected
the return at the date of dissolution.
If the property of the corporation is in
the hands of a receiver, or trustee in
bankruptcy, the return of such corpora-
tion shall be open to Inspection by such
receiver or trustee, or by the duly con-
stituted attorney in fact of such receiver
or trustee.

Returns of corporations under Title
IX of the Social Security Act, in the
discretion of the Commissioner, and at
such time and in such manner as the
Commissioner may prescribe, shall be
open to inspection by an officer of any
State having a law certified to the Sec-
retary of the Treasury by the Social
Security Board as having been approved
in accordance with section 903 of the
Social Security Act, upon written appli-
cation signed by the governor of such
State under the seal of the State, desig-
nating the officer to make the inspection
and showing that such inspection is
solely for purposes of administering such
State law.
[T. D. 4873, 3 F. R. 2689, as amended by T. D.
5019, 5 F. R. 44551

ESTATE AND GIFT TAX RETURNS FILED AFTER
JUNE 16, 1933, UNDER THE REVENUE ACT
OF 1932, OR UNDER THE REVENUE ACT OF
1932, AS AMENDED

SouRCE: §§ 458.20 to 458.24 contained in
Treasury Decision 4873, 3 F. R. 2689.

§ 458.20 General. Estate tax returns
and notices, and gift tax returns, shall
be treated as privileged communications
and shall not be inspected nor their con-

tents disclosed, except as hereinafter
provided.

§ 458.21 Application for inspection.
Upon application to the collector, In;er-
nal revenue agent in charge, or Comriis-
sioner, an estate tax return or notice
may be inspected by the executor, or
his successor in office, or by his duly
authorized attorney in fact. Upon like
application a gift tax return may be In-
spected by the donor or his duly author-
ized attorney in fact.

§ 458.22 Disclosure for investiga'oon
purposes. An internal revenue officer
engaged in an official investigation of an
estate tax or gift tax liability may fis-
close the returned value of any itent or
the amount of any specific deduction,
or other limited information, if such ,dis-
closure is necessary in order to verify the
same or to arrive at a correct determina-
tion of the tax. This right of discloslire,
however, is limited to the purposes of the
investigation, and in no case extend;; to
such information as the amount of the
estate, the amount of tax, or other gen-
eral data.

§ 458.23 Inspection by State officials.
A return or notice may be exhibi'led,
or information contained therein may
be disclosed, to an officer of any Stite,
for official use in connection with an
estate, Inheritance, legacy, success',on,
gift, or other tax of the State, provided
a like cooperation is given by the State
to the Commissioner of Internal Reve aue
or his representatives for use in the ad-
ministration of the Federal tax lews.
Such officer may also be permitted to In-
spect schedules, lists, and other state-
ments designed to be supplemental to or
to become a part of, the original return,
and other records and reports which con-
tain information included or requirec. by
statute to be included in the return.

§ 458.24 Inspection discretionary in
Commissioner in certain cases. If iny
other person has a material interesi, In
ascertaining any fact disclosed by the
return, or in obtaining information a,, to
the payment of the tax, he may mak e a
written application to the Commissioner
of Internal Revenue for such informna-
tion, setting forth the nature of his in-
terest and the purpose of the applicat:.on.
Thereupon, the Commissioner may rer-
mit an Inspection of, or furnish a c py
of the return, or may furnish such in-
formation as he deems advisable.
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GENERAL PROVISIONS APPLICABLE TO
H§ 458.1-458.24

SOURCE: §§ 458.30 to 458.38 contained in
Treasury Decision 4873, 3 F. R. 2689, except
as noted following section affected.

§ 458.30 Scope. The provisions of
§§ 458.30 to 458.38, unless otherwise
stated, are applicable to all returns re-
ferred to in §§ 458.1 to 458.24 of these
regulations.

§ 458.31 Permission to inspect. The
Commissioner of Internal Revenue, upon
written application setting forth fully
the reason for the request, may grant
permission for the inspection of returns
in accordance with this subpart.

§ 458.32 Treasury Department of-
ficials and employees. The officers and
employees of the Treasury Department
whose official duties require inspection
of returns may inspect any such returns
without making such written applica-
tion. If the head of a bureau or office
in the Treasury Department, not a part
of the Internal Revenue Bureau, desires
to inspect, or to have an employee in his
bureau or office inspect a return, in con-
nection with some matter officially be-
fore him, for reasons other than tax
administration purposes, the inspection
may, in the discretion of the Secretary,
be permitted upon written application to
him by the head of such bureau or of-
fice, showing in detail why the inspec-
tion is desired.

§ 458.33 Inspection by branch of
Government other than Treasury De-
partment-(a) General. Except as pro-
vided in § 458.34, if the head of an exec-
utive department (other than the Treas-
ury Department), or of any other estab-
lishment of the United States Govern-
ment, desires to inspect or to have some
other officer or employee of his branch
of the service inspect a return in con-
nection with some matter officially be-
fore him, the inspection may, in the
discretion of the Secretary of the Treas-
ury, be permitted upon written applica-
tion to him by the head of such execu-
tive department or other Government
establishment. The application shall be
signed by such head and shall show in
detail why the inspection is desired, the
name and address of the taxpayer who
made the return, and the name and of-
ficial designation of the person it is de-
sired shall inspect the return. The in-
formation obtained under this section

and § 458.32 may be used as evidence in
any proceeding, conducted by or before
any department or establishment of the
United States, or to which the United
States is a party.

(b) Inspection by District of Colum-
bia, Alaska, Hawaii, the Philippine Is-
lands, and Puerto Rico. Any official,
body, or commission, lawfully charged
with the administration of any tax law
of the District of Columbia, Alaska, Ha-
waii, the Philippine Islands, or Puerto
Rico, or any representative or represent-
atives of such official, body, or com-
mission, may, in the discretion of the
Commissioner of Internal Revenue, be
permitted to inspect original income re-
turns, for any taxable year, for the pur-
pose of such administration.

Requests for permission to inspect
original returns shall be in writing signed
by the executive head of the government
on whose behalf the inspection is to be
made and shall be addressed to the Com-
missioner of Internal Revenue, Records
Division, Washington 25, D. C. The re-
quest shall state (1) the kind of returns it
is desired to inspect, (2) the taxable year
or years covered by the returns it is de-
sired to inspect, (3) the name of the
official, body, or commission, by whom or
which the inspection is to be made, (4)
the name of the representative of such
official, body, or commission, designated
to make the inspection, (5) by specific
references, the tax law which such of-
ficial, body, or commission, is charged
with administering and the law under
which he, she, or it is so charged, and
(6) the purpose for which the inspection
is to be made.
[T. D. 4873, 3 F. R. 2689, as amended by T. D.
4991, 5 F. R. 26461

§ 458.34 Inspection by Government
attorneys. Any return shall be open to
inspection by a United States attorney
or by an attorney of the Department of
Justice where necessary in the perform-
ance of his official duties. The request
for inspection shall be in writing and,
except as provided in § 458.37, shall be
addressed to the Commissioner, and shall
state the purpose for which inspection
is desired. It may be signed by the At-
torney General, the Assistant to the At-
torney General, an Assistant Attorney
General, or a United States attorney.

§ 458.35 Information returns. Infor-
mation returns, schedules, lists, and
other statements designed to be supple-
mental to, or to become a part of, the
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returns shall be subject to the same
rules and regulations as to inspection as
are the returns themselves. In any case
where inspection of the return is author-
ized by this part, the Commissioner may,
in his discretion, permit inspection of
other records and reports which contain
information included or required by
statute to be included In the return.

§ 458.36 Place of inspection. Gen-
erally, returns may be inspected only in
the Bureau of Internal Revenue, Wash-
ington, D. C., unless such returns are in
the custody of a collector of internal
revenue or internal revenue agent in
charge, in which event the returns may
be inspected in the office of such collec-
tor or agent in charge, but only in the
presence of an internal revenue officer.
designated by the collector or agent for
that purpose.

§ 458.37 Applications for inspection.
Except as provided in § 458.33, and as
hereinafter provided, all applications for
permission to inspect returns must be
made in writing to the Commissioner of
Internal Revenue. When a return is in
the custody of a collector of Internal
revenue or internal revenue agent in
charge, such collector or revenue agent
in charge, upon written application to
him, is authorized to permit the Inspec-
tion of such return by a United States
attorney, or an attorney in the Depart-
ment of Justice, or by the taxpayer or
his duly authorized attorney in fact, in
accordance with this subpart.

§ 458.38 Penalties. Section 3167, Re-
vised Statutes, as amended by the Reve-
nue Act of 1918, and reenacted without
change by section 1115 of the Revenue
Act of 1926, makes it a misdemeanor,
punishable by fine not exceeding $1,000,
or by imprisonment not exceeding one
year, or both, at the discretion of the
court, for any person to print or publish
in any manner whatever not provided by
law information contained in any in-
come return, and further provides that
if the offender be an officer or employee
of the United States he shall be dis-
missed from office or discharged from
employment. The penalties provided in
section 3167, Revised Statutes, are appli-
cable also to disclosure of information
contained in excess-profits and capital
stock tax returns and returns made
under Title IX of the Social Security
Act.

INCOME RETURNS (INCLUDING PERSONAL
HOLDING COMPANY AND UNJUST ENRI-H-
MENT RETURNS), AND EXCESS-PROI7TS
AND CAPITAL STOCK TAX RETURNS, AND RE-
TURNS OF EMPLOYMENT TAX ON EMPLOYERS
UNDER SUBCHAPTER C OF CHAPTER 9 OF THE
INTERNAL REVENUE CODE
SouncE: HI 458.50 to 458.57 contained In

Treasury Decision 4929, 4 F. R. 3779. Excep-
tions are noted in brackets following viec-
tions affected.

§ 458.50 Introductory. Certain re-
turns of individuals, partnerships, es-
tates, trusts, corporations, associaticns,
joint-stock companies, and insurance
companies made pursuant to the re-
quirements of the Internal Revenue
Code, shall be open to inspection in ac-
cordance and upon compliance with
§§ 458.51-458.71.

§ 458.51 Terms used. The word "re-
turn" when used in §§ 458.50-458.57 stall
include only Income returns (includ' ng
personal holding company and unj'ist
enrichment returns), and excess-proAts
and capital stock tax returns; and ::e-
turns of employment tax on employ3rs
under subchapter C of chapter 9 of the
Internal Revenue Code. Any other word
or term used in the regulations in t.iis
part which is defined in any chapter of
the Internal Revenue Code shall be given
the definition contained in the chap,;er
which is applicable with respect to the
particular return made.

§ 458.52 Return of individual. Ihe
return of an Individual shall be open to
inspection (a) by the person who made
the return, or by his duly constituted
attorney in fact; (b) if the maker of
the return has died, or become legally
incompetent, by the administrator, ex-
ecutor, trustee, or guardian of his estate,
or by the duly constituted attorney in
fact of such administrator, executor,
trustee, or guardian; (c) in the discie-
tion of the Commissioner, by any heir at
law, next of kin, or beneficiary under
the will, of such deceased person, or by
the duly constituted attorney in fact of
such heir at law, next of kin, or bene-
ficiary, upon a showing that such heir
at law, next of kin, or beneficiary has
a material interest which will be affect 3d
by information contained in the retura;
and (d) as to returns under subchapter
C of chapter 9 of the Internal Reveniae
Code (relating to employment tax on
employers), In the discretion of the
Commissioner and at such time and In
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such manner as the Commissioner may
prescribe for the inspection, by an officer
of any State having a law certified to
the Secretary of the Treasury by the
Social Security Board as having been
approved in accordance with section
1603 of the Internal Revenue Code, upon
written application signed by the gover-
nor of such State under the seal of the
State, designating the officer to make the
inspection and showing that such in-
spection is solely for purposes of admin-
istering such State law. If the property
of the person who made the return is in
the hands of a receiver, or trustee in
bankruptcy, the return of such person
shall be open to inspection by such re-
ceiver or trustee, or by the duly consti-
tuted attorney in fact of such receiver
or trustee. With respect to inspection
on behalf of States or political subdivi-
sions thereof, see further section 55 of
the Internal Revenue Code.
[T. D. 4929, 4 F. R. 3779, as amended by T. D.
5019, 5 F. R. 4455]

§ 458.53 Joint return of husband and
wile. A Joint return of a husband and
wife shall be open to inspection (a) by
either spouse for whom the return was
made, upon satisfactory evidence of such
relationship being furnished, or by his
or her duly constituted attorney in fact;
(b) if either spouse has died, or become
legally incompetent, by the administra-
tor, executor, trustee, or guardian of his
or her estate, or by the duly constituted
attorney in fact of such administrator,
executor, trustee, or guardian; and (c)
in the discretion of the Commissioner by
any heir at law, next of kin, or benefi-
ciary under the will, of such deceased
spouse, or by the duly constituted attor-
ney in fact of such heir at law, next of
kin, or beneficiary, upon a showing that
such heir at law, next of kin, or benefi-
ciary has a material interest which will
be affected by information contained in
the return. With respect to inspection
on behalf of States or political subdivi-
sions thereof, see section 55 of the In-
ternal Revenue Code.

§ 458.54 Partnership return. The
return of a partnership shall be open to
inspection (a) by any individual who
was a member of such partnership dur-
ing any part of the time covered by the
return, or by his duly constituted attor-
ney in fact, upon satisfactory evidence
of such membership in the partnership
being furnished; (b) if a member of such
partnership during any part of the time

covered by the return has died, or be-
come legally incompetent, by the admin-
istrator, executor, trustee, or guardian,
of his estate, or by the duly constituted
attorney in fact of such administrator,
executor, trustee, or guardian; (c) in
the discretion of the Commissioner, by
any heir at law, next of kin, or benefi-
ciary under the will, of such deceased
person, or by the duly constituted attor-
ney in fact of such heir at law, next of
kin, or beneficiary, upon a showing that
such heir at law, next of kin, or benefi-
ciary has a material Interest which will
be affected by information contained in
the return; and (d) as to returns under
Subchapter C of Chapter 9 of the Inter-
nal Revenue Code (relating to employ-
ment tax on employers), in the discre-
tion of the Commissioner and at such
time and In such manner as the Com-
missioner may prescribe for the inspec-
tion, by an officer of any State having a
law certified to the Secretary of the
Treasury by the Social Security Board as
having been approved in accordance
with section 1603 of the Internal Revenue
Code, upon written application signed
by the governor of such State under the
seal of the State, designating the officer
to make the inspection and showing that
such Inspection is solely for purposes of
administering such State law. If the
property of the partnership is in the
hands of a receiver, or trustee in bank-
ruptcy, the return of the partnership
shall be open to inspection by such re-
ceiver or trustee, or by the duly consti-
tuted attorney in fact of such receiver
or trustee. With respect to inspection
on behalf of States or political subdivi-
sions thereof, see further section 55 of
the Internal Revenue Code.
IT. D. 4929, 4 F. R. 3779, as amended by T. D.
5019, 5 F. R. 4455]

§ 458.55 Estates. The return of an
estate shall be open to inspection (a) by
the administrator, executor, or trustee
of such estate, or by his duly constituted
attorney in fact; (b) in the discretion of
the Commissioner, by any heir at law,
next of kin, or beneficiary under the will,
of the deceased person for whose estate
the return is made, or by the duly consti-
tuted attorney in fact of such heir at
law, next of kin, or beneficiary, or if any
such heir at law, next of kin, or bene-
ficiary has died or become legally incom-
petent, by his administrator, executor,
trustee, or guardian of his estate, or by
the duly constituted attorney in fact of
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such administrator, executor, trustee, or
guardian, upon a showing of material in-
terest which will be affected by informa-
tion contained in the return; and (c) as
to returns under subchapter C of chap-
ter 9 of the Internal Revenue Code (re-
lating to employment tax on employers),
in the discretion of the Commissioner
and at such time and in such manner as
the Commissioner may prescribe for in-
spection, by an officer of any State hav-
ing a law certified to the Secretary of
the Treasury by the Social Security
Board as having been approved in ac-
cordance with section 1603 of the In-
ternal Revenue Code, upon written appli-
cation signed by the governor of such
State under the seal of the State, desig-
nating the officer to make the inspection
and showing that such inspection is
solely for purposes of administering such
State law. With respect to inspection on
behalf of States or political subdivisions
thereof, see further section 55 of the In-
ternal Revenue Code.

§ 458.56 Trusts. The return of a
trust shall be open to inspection (a) by
the trustee or trustees, jointly or sev-
erally, or the duly constituted attorney
in fact of such trustee or trustees; (b)
by any individual who was a beneficiary
of such trust during any part of the
time covered by the return, or by his
duly constituted attorney in fact, upon
satisfactory evidence being furnished
that the individual was such beneficiary;
(c) if any individual who was a bene-
ficiary of such trust during any part of
the time covered by the return has died,
or become legally incompetent, by the
administrator, executor, trustee, or
guardian, of his estate, or by the duly
constituted attorney in fact of such ad-
ministrator, executor, trustee, or guard-
ian; (d) in the discretion of the Commis-
sioner, by any heir at law, next of kin,
or beneficiary under the will, of such
deceased person, or by the duly consti-
tuted attorney in fact of such heir at
law, next of kin, or beneficiary, upon a
showing that such heir at law, next of
kin, or beneficiary has a material inter-
est which will be affected by information
contained in the return; and (e) as to
returns under subchapter C of chapter
9 of the Internal Revenue Code (relating
to employment tax on employers), in the
discretion of the Commissioner and at
such time and in such manner as the
Commissioner may prescribe for the in-

spection, by an officer of any State ha',-
Ing a law certified to the Secretary of
the Treasury by the Social Securi';y
Board as having been approved in ai-
cordance with section 1603 of tiLe
Internal Revenue Code, upon written
application signed by the governor of
such State under the seal of the State,
designating the officer to make the in-
spection and showing that such inspeo;-
tion is solely for purposes of administer-
ing such State law. With respect to in-
spection on behalf of States or political
subdivisions thereof, see further section
55 of the Internal Revenue Code.

§ 458.57 Corporations. The return (if
a corporation shall be open to inspec-
tion (a) by any person designated by
action of its board of directors, or other
similar governing body, upon submissioa
of satisfactory evidence of such actioM,
or (b) by any officer or employee of such
corporation upon written request to the
Commissioner signed by any princip,l
officer and attested by the Secretary, er
other officer under the corporate seal,
if any, or (c) by the duly constitutel
attorney in fact of such corporatiorn.
The return of a corporation which has
since been dissolved, shall, in the dis-
cretion of the Commissioner, be open t0
inspection by any person who under the
regulations in this subpart might have
Inspected the return at the date of dis-
solution. Returns of corporations under
subchapter C of chapter 9 of the In-
ternal Revenue Code (relating to em-
ployment tax on employers), in the dis.
cretion of the Commissioner, and at such
time and in such manner as the Commis.-
sloner may prescribe, shall be open to
inspection by an officer of any State hay..
ing a law certified to the Secretary of
the Treasury by the Social Security
Board as having been approved in ac..
cordance with section 1603 of the Inter..
nal Revenue Code, upon written applica..
tion signed by the governor of such
State under the seal of the State, desig-
nating the officer to make the inspectior.
and showing that such inspection is sole-
ly for purposes of administering such
State law. If the property of the cor-
poration is in the hands of a receiver, or
trustee In bankruptcy, the return of suct.
corporation shall be open to inspection
by such receiver or trustee, or by the
duly constituted attorney in fact of such
receiver or trustee. With respect to in-
spection on behalf of States or political
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subdivisions thereof, see further section
55 of the Internal Revenue Code.
[T. D. 4929, 4 F. R. 3779, as amended by
T. D. 5019, 5 F. R. 4455]

ESTATE AND GIFT TAX RETURNS UNDER THE
INTERNAL REVENUE CODE

SoURCE: §§ 458.58 to 458.62 contained In
Treasury Decision 4929, 4 F. R. 3779.

§ 458.58 General. Estate tax returns
and notices and gift tax returns, filed
under the Internal Revenue Code, shall
be treated as privileged communications
and shall not be inspected nor their con-
tents disclosed except as hereinafter
provided.

§ 458.59 Application for inspection.
Upon application to the collector, inter-
nal revenue agent in charge, or Commis-
sioner, an estate tax return or notice may
be inspected by the executor, or his suc-
cessor In office, or by his duly authorized
attorney in fact. Upon like application
a gift tax return may be inspected by the
donor or his duly authorized attorney in
fact.

§ 458.60 Disclosures for investigation
purposes. An internal revenue officer en-
gaged in an official investigation of an
estate tax or gift tax liability may dis-
close the returned value of any item or
the amount of any specific deduction, or
other limited information, if such dis-
closure is necessary in order to verify the
same or to arrive at a correct determina-
tion of the tax. This right of disclosure,
however, is limited to the purposes of the
investigation, and in no case extends to
such information as the amount of the
estate, the amount of tax, or other gen-
eral data.

§ 458.61 Inspection by State offcials.
A return or notice may be exhibited, or
information contained therein may be
disclosed, to an officer of any State, for
official use in connection with an estate,
inheritance, legacy, succession, gift, or
other tax of the State, provided a like
cooperation is given by the State to the
Commissioner or his representatives for
use in the administration of the Federal
tax laws. Such officer may also be per-
mitted to inspect schedules, lists, and
other statements designed to be supple-
mental to or to become a part of, the
original return, and other records and
reports which contain information in-
cluded or required by statute to be in-
cluded in the return.

§ 458.62 Inspection discretionary with
Commissioner in certain cases. If any
other person has a material interest in
ascertaining any fact disclosed by the re-
turn, or in obtaining information as to
the payment of the tax, he may make
a written application to the Commis-
sioner for such information, setting forth
the nature of his interest and the pur-
pose of the application. Thereupon, the
Commissioner may permit an inspection
of, or furnish a copy of the return, or
may furnish such information as he
deems advisable.

GENERAL PROVISIONS APPLICABLE TO
§§ 458.51-458.62

SouRcE: §§ 458.63 to 458.71 contained in
Treasury Decision 4929, 4 F. R. 3779. Excep-
tions are noted in brackets following sections
affected.

§ 458.63 Scope. The following provi-
sions, unless otherwise stated, are appli-
cable to all returns referred to in § § 458.-
51-458.62

§ 458.64 Permission to inspect. The
Commissioner, upon written application
setting forth fully the reason for the re-
quest, may grant permission for the in-
spection of returns in accordance with
this subpart.

§ 458.65 Treasury Department offi-
cials and employees. The officers and
employees of the Treasury Department
whose official duties require inspection
of returns may inspect any such returns
without making such written applica-
tion. If the head of a bureau or office
in the Treasury Department, not a part
of the Internal Revenue Bureau, de-
sires to inspect, or to have an employee
in his bureau or office inspect a return,
in connection with some matter officially
before him, for reasons other than tax
administration purposes, the inspection
may, in the discretion of the Secretary,
be permitted upon written application
to him by the head of such bureau or
office, showing in detail why the inspec-
tion is desired.

§ 458.66 Inspection by branch of Gov-
ernment other than Treasury Depart-
ment-(a) General. Except as provided
in § 458.67, if the head of an executive
department (other than the Treasury
Department), or of any other establish-
ment of the United States Government,
desires to inspect or to have some other
officer or employee of his branch of the
service inspect a return in connection
with some matter officially before him,
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the inspection may, in the discretion of
the Secretary of the Treasury, be per-
mitted upon written application to him
by the head of such executive depart-
ment or other Government establish-
ment. The application shall be signed
by such head and shall show in detail
why the inspection is desired, the name
and address of the taxpayer who made
the return, and the name and official
designation of the person It Is desired
shall inspect the return. The informa-
tion obtained under this section and
§ 458.65 may be used as evidence In any
proceeding, conducted by or before any
department or establishment of the
United States, or to which the United
States is a party.

(b) Inspection by District of Colum-
bia, Alaska, Hawaii, the Philippine
Islands, and Puerto Rico. Any official,
body, or commission, lawfully charged
with the administration of any tax law
of the District of Columbia, Alaska, Ha-
waii, the Philippine Islands, or Puerto
Rico, or any representative or represent-
atives of such official, body, or commis-
sion, may, in the discretion of the Com-
missioner of Internal Revenue, be per-
mitted to inspect original income re-
turns, for any taxable year ending on or
after July 31, 1939, for the purpose of
such administration.

Requests for permission to inspect
original returns shall be in writing signed
by the executive head of the government
on whose behalf the Inspection is to be
made and shall be addressed to the Com-
missioner of Internal Revenue, Records
Division, Washington 25. D. C. The re-
quest shall state (1) the kind of returns it
is desired to inspect, (2) the taxable year
or years covered by the returns It is
desired to inspect, (3) the name of the
official, body, or commission, by whom or
which the Inspection is to be made, (4)
the name of the representative of such
official, body, or commission, designated
to make the inspection, (5) by specific
reference, the tax law which such offi-
cial, body, or commission, is charged with
administering and the law under which
he, she, or it Is so charged, and (6) the
purpose for which the Inspection is to be
made.

Within a reasonable time after the re-
turns are filed the copies thereof (includ-
ing photostats and photographs), under
such procedure as may be prescribed by
the Commissioner, shall be made avail-
able for inspection In the office of the
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collector of internal revenue In which tie
returns are filed, by any official, body, :r
commission, lawfully charged with the
administration of any tax law of the Dis-
trict of Columbia, Alaska, Hawaii, the
Philippine Islands, or Puerto Rico, or by
the properly designated representatives
of such official, body, or commission, f-3r
the purpose of such administration. The
respective heads of the above-designated
governments shall be notified by the
Commissioner of the date the copies 3f
the' returns are available for inspection
and Inspection thereof shall not be per-
mitted after 1 year from such date.
Requests for inspection of copies of r,-
turns shall conform with the requlr,3-
ments relating to requests for permission
to Inspect original returns as prescribed
by this paragraph.
[T. D. 4929, 4 F. R. 3779, as amended by T. D.
4991, 5 F. R. 26461

§ 458.67 Inspection by Government
attorneys. Any return shall be open ;o
inspection by a United States attorney
or by an attorney of the Department of
Justice where necessary in the perfornt-
ance of his official duties. The reque.t
for inspection shall be in writing and,
except as provided In § 458.70, shall be
addressed to the Commissioner, and
shall state the purpose for which inspec-
tion is desired. It may be signed by the
Attorney General, the Assistant to the
Attorney General, an Assistant Attorncy
General, or a United States attorney.

§ 458.68 Information returns. Infor-
mation returns, schedules, lists, and
other statements designed to be supple-
mental to, or to become a part of, the
returns shall be subject to the same rules
and regulations as to Inspection as are
the returns themselves. In any ca,,e
where inspection of the return is author-
ized by the regulations in this subpart,
the Commissioner may, In his discretion,
permit inspection of other records and
reports which contain information ir.-
cluded or required by statute to be in-
cluded in the return.

§ 458.69 Place of inspection. Get.-
erally, returns may be inspected only
in the Bureau of Internal Revenu,
Washington, D. C., unless such returts
are in the custody of a collector of in-
ternal revenue or Internal revenue ager.t
In charge or the head of a field division
of the Technical Staff, in which ever.t
the returns may be inspected in tl e
office of such collector or agent in charge
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or head of division, but only in the pres-
ence of an internal revenue officer, desig-
nated by the collector or agent or head
of division for that purpose.

§ 458.70 Applications for inspection.
Except as provided in § 458.66, and as
hereinafter provided, all applications for
permission to inspect returns must be
made in writing to the Commissioner of
Internal Revenue. When a return Is in
the custody of a collector of internal reve-
nue or internal revenue agent in charge
or the head of a field division of the
Technical Staff, such collector or reve-
nue agent in charge or head of division,
upon written application to him, is au-
thorized to permit the inspection of such
return by a United States attorney, or
an attorney in the Department of Justice,
or by the taxpayer or his duly authorized
attorney in fact, in accordance with this
subpart.

§ 458.71 Penalties. Section 55 (f)
(1) of the Internal Revenue Code makes
It a misdemeanor, punishable by a fine
not exceeding $1,000, or by imprison-
ment not exceeding 1 year, or both, at
the discretion of the court, for any per-
son to print or publish in any manner
whatever not provided by law informa-
tion contained in any income return,
and further provides that if the offender
be an officer or employee of the United
States he shall be dismissed from office
or discharged from employment. The
penalties provided in section 55 (f) (1)
of the Internal Revenue Code are ap-
plicable also to disclosure of Informa-
tion contained in excess-profits, unjust
enrichment, and capital stock tax re-
turns and returns made under subchap-
ter C of chapter 9 of the Internal Rev-
enue Code.

INCOME AND EXCESS-PROFITS TAX RETURNS,

EXCEPT RETURNS UNDER TITLE II OF THE
REVENUE ACT OF 1936, CAPITAL STOCK TAX
RETURNS, AND RETURNS UNDER TITLE IX
OF THE SOCIAL SECURITY ACT
SoURCE: H§ 458.80 to 458.84 contained in

Treasury Decision 4878, 4 F. R. 76.

§ 458.80 Introductory. By Executive
Order 8005 dated November 12, 1938, the
President ordered that income, excess-
profits, and capital stock tax returns,
estate and gift tax returns made under
the Revenue Act of 1932 and filed after
June 16, 1933, and returns made under
Title IX of the Social Security Act, shall
be open to inspection in accordance and

upon compliance with the rules and
regulations promulgated in Subpart A of
this part approved by the President on
the same date. That subpart deals with
the inspection of returns in so far as in-
spection Is permissible only upon order
of the President and under regulations
approved by the President. Under au-
thority of law, and without action by
the President, returns of corporations,
except income and excess-profits tax re-
turns and returns for the purpose of
surtax on personal holding companies
for years beginning after December 31,
1934, are open to inspection by the
proper officers of any State; all returns
of corporations are open to inspection
by bona fide shareholders of record
owning 1 percent or more of the out-
standing stock; and all returns under
Title III of the Revenue Act of 1936 (or
copies thereof) are open to inspection
by any official, body, or commission, law-
fully charged with the administration
of any State tax law, if the inspection
is for the purpose of such administration
or for the purpose of obtaining informa-
tion to be furnished to local taxing au-
thorities.

Pursuant to sections 62, 409, 601 (e),
and 602 (c) of the Revenue Act of 1938,
sections 62, 351 (c), and 503 (a) of the
Revenue Act of 1936, sections 105 (d)
and 106 (c) of the Revenue Act of 1935,
sections 62, 351 (c), 701 (d), and 702 (b)
of the Revenue Act of 1934, sections 62,
403, and 530 of the Revenue Act of 1932,
section 62 of the Revenue Act of 1938,
sections 257 and 1101 of the Revenue
Act of 1926, section 905 (c) of the So-
cial Security Act, and sections 215 (e)
and 216 (b) of the National Industrial
Recovery Act, the following regulations
are hereby prescribed with respect to
the use of original, and the furnishing
of copies of, returns open to inspection
in accordance with Subpart A of this
part, or otherwise; with respect to ex-
aminations by shareholders of the re-
turns of corporations; by State officers
of returns of corporations made under
the income, capital stock, or excess-
profits tax provisions of the Revenue
Act of 1926, the Revenue Act of 1928,
the Revenue Act of 1932, sections 215
and 216 of the National Industrial Re-
covery Act, the Revenue Act of 1934,
the Revenue Act of 1935, the Revenue
Act of 1936, the Revenue Act of 1938,
and under Title IX of the Social Se-
curity Act, except income and excess-
profits tax returns and returns for the
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purpose of surtax on personal holding
companies for years beginning after De-
cember 31, 1934; with respect to the in-
spection of returns under Title III of
the Revenue Act of 1936 by any official,
body, or commission, lawfully charged
with the administration of any State tax
law; and with respect to the inspection
of estate and gift tax returns made
under the Revenue Act of 1932 and filed
prior to June 17, 1933, and made under
the Revenue Act of 1926 and under prior
Revenue Acts. For inspection by State
taxing officials of income returns other
than returns under Title III of the Rev-
enue Act of 1936, for any taxable year
beginning after Dcember 31, 1934, see
articles 55 (b)-1 to 55 (b)-4, inclusive,
of Regulations 86, as substituted by
Treasury Decision 4626, C. B. XV-1,
61, 71 (1936), and articles 55 (b)-1 to
55 (b) -4, inclusive, of Regulations 94
both as amended by Treasury Decision
4732, C. B. 1937-1, p. 145, and section
55 of the Revenue Act of 1938.

§ 458.81 Definitions. When used in
§§ 458.81-458.84:

(a) The term "return" means the
original return (except a return under
Title III of the Revenue Act of 1936)
made for income, excess-profits, or capi-
tal stock tax purposes, or for purposes
of the tax imposed by Title IX of the
Social Security Act;

(b) The term "corporation" includes
associations, Joint-stock companies, and
insurance companies;

(c) The term "partnership" includes
a syndicate, group, pool, Joint venture,
or other unincorporated organization,
through or by means of which any busi-
ness, financial operation, or venture is
carried on, and which is not, within the
meaning of the Federal tax laws, a trust
or estate or a corporation;

(d) The term "stock" includes shares
In an association, Joint-stock company,
or insurance company; and the term
"shareholder" includes a member in an
association, joint-stock company, or in-
surance company.

§ 458.82 Access to returns by State
officers. (a) The proper officers of a
State are entitled as of right upon the
request of its governor to have access to
the returns of a corporation or to an ab-
stract thereof, showing its name and in-
come.

(b) The request or application of the
governor must be in writing, signed by

him under the seal of his State, and
must show why access is desired, and
the names and official positions of the
officers designated to have the access.
The request or application should be
addressed to the Commissioner, who will
set a convenient time and place for the
access to the returns (or to an absti act
thereof as he may determine).

(c) Access shall be given only in the
office of the Commissioner, unless s'ich
returns are in the custody of a collector
of internal revenue or internal reve:aue
agent in charge, in which event the re-
turn may be inspected in the office of
such collector or agent, but only in the
presence of an internal revenue officer
designated by the collector or agent for
that purpose.

§ 458.83 Examination of returns by
shareholder. A bona fide shareholder of
record owning 1 percent or more of the
outstanding stock of a corporation shal
be entitled as of right, upon making re-
quest of the Commissioner, to examine
the returns of such corporation and of
its subsidiaries. His request for per-
mission to examine such returns must
be made in writing, verified by affidavit,
and shall show his address, the nam( of
the corporation, the period of time c )v-
ered by the return he desires to insp oct,
the amount of the corporation's out-
standing capital stock, the number of
shares owned by him, the date when he
acquired them, and whether he has the
beneficial as well as the record title to
such shares. It shall also show that he
has not acquired his shares for the pir-
pose of the examination of the returns
of the corporation. If he has acqui.:ed
them for such purpose, he is not a bona
fide shareholder within the meaning of
the statute. The application shall be
supported by satisfactory evidence
showing that the applicant is a bina
fide shareholder of record of the re-
quired amount of stock of the corpo.:a-
tion. The supporting evidence may be
in the form of a certificate signed by -;he
president or vice president of the corlpo-
ration and countersigned by the secre-
tary under the corporate seal. Upon
being satisfied from the evidence P::e-
sented that the applicant has fully raet
these conditions, the Commissioner will
grant the permission to examine the re-
turns and set a convenient time and
place for the examination. This privi-
lege is personal and will be granted only
to the shareholder, who cannot deleg:ate
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it to another. In the case of a corpora-
tion which has been dissolved, the re-
turns may be examined by any person
who would have been entitled to ex-
amine them at the date of dissolution.

§ 458.84 Penalties for disclosure of
returns. Section 3167, Revised Statutes,
as amended by the Revenue Act of 1918
and reenacted without change by sec-
tion 1115 of the Revenue Act of 1926,
makes it a misdemeanor punishable by
a fine not exceeding $1,000 or by im-
prisonment not exceeding 1 year, or
both, at the discretion of the court, for
any person to print or publish in any
manner whatever not provided by law
information contained in any income
return, and further provides that if the
offender be an officer or employee of
the United States he shall be dismissed
from office or discharged from employ-
ment. The penalties provided in sec-
tion 3167, Revised Statutes, are applica-
ble also to disclosure of information
contained in excess-profits and capital
stock tax returns and returns made
under Title IX of the Social Security
Act.

RETURNS UNDER TITLE III OF THE REVENUE

ACT OF 1936

SOURCE: §§ 458.90 and 458.91 contained in
Treasury Decision 4878, 4 F. R. 76.

§ 458.90 Inspection of returns by
State taxing officials. Original returns
of taxes imposed by Title MI shall be
open to inspection, at convenient times
and places, by any official, body, or com-
mission lawfully charged with the ad-
ministration of any State tax law, or by
the representatives of such official, body,
or commission designated In writing by
the governor of the State, for the pur-
pose of such administration, or for the
purpose of obtaining information to be
furnished to local taxing authorities, as
provided in section 55 (b) (1) and (2)
of the Revenue Act of 1936. Requests
for permission to inspect the returns
must be in writing signed by the gov-
ernor under the seal of his State, and
must be addressed to the Commissioner
of Internal Revenue, Records Division,
Washington 25, D. C. The request shall
state (a) the kind of returns it is de-
sired to inspect, (b) the taxable year
or years covered by the returns it is
desired to inspect, (c) the name of the
official, body, or commission by whom
or which the inspection is to be made,
(d) the name of the representative of

such official, body, or commission, des-
ignated to make the inspection, (e) by
specific references, the State tax law
which such official, body, or commission
is charged with administering and the
law under which he, she, or it is so
charged, (f) the purpose for which the
inspection is to be made, and (g) if the
inspection is for the purpose of obtain-
ing information to be furnished to local
taxing authorities, (1) the name of the
official, body, or commission of any polit-
ical subdivision of the State, lawfully
charged with the administration of the
tax laws of such political subdivision, if
any, to whom, or to which the informa-
tion secured by the inspection is to be
furnished, and (2) the purpose for which
the information is to be used by such
official, body, or commission.

§ 458.91 Examination of returns by
shareholder. A bona fide shareholder of
record owning 1 percent or more of the
outstanding stock of a corporation shall
be entitled as of right, upon making
request of the Commissioner, to examine
the returns of such corporation and of
its subsidiaries. His request for permis-
sion to examine such returns shall be
made in writing, verified by affidavit,
and shall show his address, the name of
the corporation, the period of time cov-
ered by the return he desires to inspect,
the amount of the corporation's out-
standing capital stock, the number of
shares owned by him, the date when he
acquired -them, and whether he has the
beneficial as well as the record title to
such shares. It shall also show that he
has not acquired his shares for the pur-
pose of the examination of the returns of
the corporation. If he has acquired
them for such purpose, he is not a bona
fide shareholder within the meaning of
the statute. The application shall be
supported by satisfactory evidence
showing that the applicant is a bona fide
shareholder of record of the required
amount of stock of the corporation. The
supporting evidence may be 'in the form
of a certificate signed by the president
or vice president of the corporation and
countersigned by the secretary under the
corporate seal. Upon being satisfied
from the evidence presented that the
applicant has fully met these conditions,
the Commissioner will grant the per-
mission to examine the returns and set
a convenient time and place for the ex-
amination. This privilege is personal
and will be granted only to the share-
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holder, who cannot delegate it to an-
other. In the case of a corporation
which has been dissolved, the returns
may be examined by any person who
would have been entitled to examine
them at the date of dissolution.

ESTATE AND GIFT TAX RETURNS FILED ON OR
BEFORE JUNE 16, 1933

SouRcE: H§ 458.100 to 458.106 contained in
Treasury Decision 4878, 4 F. R. 76.

§ 458.100 General. Estate tax re-
turns and notices, and gift tax returns,
shall be treated as privileged communi-
cations and shall not be inspected nor
their contents disclosed, except as in
§§ 458.101-458.106.

§ 458.101 Inspection by executor or
donor. Upon application to the Com-
missioner an estate tax return or notice
may be inspected by the executor, or his
successor in office, or by his duly author-
ized attorney in fact. Upon like applica-
tion a gift tax return may be inspected
by the donor or by his duly authorized
attorney in fact.

§ 458.102 Disclosure of information by
revenue officer. An internal revenue of-
ficer engaged in an official investigation
of an estate tax or gift tax liability may
disclose the returned value of any item
or the amount of any specific deduction
or other limited information, if such dis-
closure is necessary in order to verify
the same or to arrive at a correct deter-
mination of the tax. This right of dis-
closure, however, is limited to the pur-
poses of the investigation, and no case
extends to such information as the
amount of the estate, the amount of tax,
or other general data.

§ 458.103 Inspection by State officers.
Upon written application to the Com-
missioner, a return or notice may be
exhibited, or information contained
therein may be disclosed, to an officer of
any State, for official use in connection
with an estate, inheritance, legacy, suc-
cession, gift, or other tax of the State,
provided a like cooperation is given by
the State to the Commissioner of Inter-
nal Revenue or his representatives for
use in the administration of the Federal
tax laws. Such officer may also be per-
mitted to inspect schedules, lists, and
other statements designed to be supple-
mental to, or to become a part of, the
original return, and other records and
reports which contain information in-

cluded or required by statute to be In-
cluded in the return.

§ 458.104 Inspection by person having
material interest. If any other pe::son
has a material interest in ascertaining
any fact disclosed by the return, or in
obtaining information as to the pay-
ment of the tax, he may make a written
application to the Commissioner of In-
ternal Revenue for such information,
setting forth the nature of his intErest
and the purpose of the applicalion.
Thereupon, the Commissioner may :er-
mit an inspection of, or furnish a copy
of, the return, or may furnish such In-
formation as he deems advisable.

§ 458.105 Inspection by Government
attorneys. Returns shall be open to in-
spection by a United States Attorne: or
by an attorney of the Departmen'; of
Justice in the course of his official duties.
The request for inspection shall bo in
writing and, except as provided in
§ 458.106, shall be addressed to the Cam-
missioner, and shall state the purposE for
which inspection Is desired. 'It may be
signed by the Attorney General, the As-
sistant to the Attorney General, an As-
sistant Attorney General, or a United
States Attorney.

§ 458.106 Returns in custody of coilee-
tor or revenue agent in charge. If thE, re-
turn is in the custody of a collector oi in-
ternal revenue agent in charge, such col-
lector or agent in charge may, upon like
written request made to him, permit In-
spection thereof by a United States At-
torney or an attorney of the Department
of Justice. Upon written application to
him such collector or agent in charge
may also permit inspection by the execu-
tor or his successor in office, or his duly
authorized attorney In fact, in case of
estate tax returns, or the donor or his
duly authorized attorney in fact in case
of gift tax returns, in accordance with
the regulations in this subpart.

GENERAL PROVISIONS
SounCE: §§ 458.110 to 458.112 containel in

Treasury Decision 4878, 4 P. R. 76.

§ 458.110 Use of returns in litigation.
The return of an individual partnership,
corporation, or fiduciary, or a copy th,)re-
of, may be furnished to a United States
Attorney for official use in proceedings
before a United States grand Jurs or
In litigation in any court, If the United
States is interested in the result, or for
use in preparation for such proceedings
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or litigation; or to an attorney of the
Department of Justice, for like use, upon
written request of the Attorney General,
the Assistant to the Attorney General, or
an Assistant Attorney General. If a re-
turn or copy is thus furnished, it shall be
limited in use to the purpose for which it
is furnished and is under no condition to
be made public except to the extent that
publicity necessarily results from such
use. The original return will be fur-
nished only in exceptional cases, and
then only if it is made to appear that the
ends of justice may otherwise be de-
feated. Neither the original nor a copy
of a return desired for use in litigation
in court will be furnished if the United
States Government is not interested in
the result, but this provision is not a lim-
itation on the use of copies of returns by
the persons entitled thereto.

§ 458.111 Furnishing o1 copies of re-
turns. A copy of a return may be fur-
nished to any person who is entitled to
inspect such return upon written ap-
plication therefor and the submission
of evidence satisfactory to the Commis-
sioner of his right to receive the same
except that if a return is in the custody
of a collector or of an internal revenue
agent in charge, such collector or agent
in charge may furnish a copy of such
return to a United States Attorney, or
an attorney of the Department of Justice,
or to the taxpayer or his duly authorized
attorney in fact, in accordance with the
regulations in this subpart. Certified
copies will be furnished only upon spe-
cific request therefor sent to the Com-
missioner at Washington.

The Commissioner may prescribe a
reasonable fee for furnishing copies of
returns.

§ 458.112 Supplemental documents,
records and reports. Persons entitled
to inspect returns may have access to
information returns, schedules, lists,
and other statements designed to be
supplemental to, or to become a part of,
the returns to which they are given ac-
cess, and the Commissioner may, in his
discretion, permit such persons to in-
spect other records and reports which
contain information included or re-
quired by statute to be included in the
return.

EXCISE TAX RETURNS

SotmcE: §§ 458.120 and 458.121 contained in
Treasury Decision 5138, 7 F. R. 2991.

§ 458.120 Introductory. (a) Section
55 (a) (2) of the Internal Revenue Code
as amended, provides:

And all returns made under this chapter,
subchapters A, B, D, and E of chapter 2,
subchapter B of chapter 3, chapters 4, 7, 12,
and 21, subchapter A of chapter 29 and chap-
ter 30, shall constitute public records and
shall be open to public examination and
Inspection to such extent as shall be author-
ized in rules and regulations promulgated by
the President.

(b) Section 55 (Title I) of the Revenue
Act of 1932, as amended by section 218
(h), Title II, of the National Industrial
Recovery Act, approved June 16, 1933 (48
Stat. 195, 209), provides:

Returns made under this title shall be open
to inspection in the same manner, to the
same extent, and subject to the same pro-
visions of law, including penalties, as returns
made under Title II of the Revenue Act of
1926; and all returns made under this Act
after the date of enactment of the National
Industrial Recovery Act shall constitute pub-
lic records and shall be open to public exam-
ination and inspection to such extent as
shall be authorized in rules and regulations
promulgated by the President.

(c) Section 55 (a) (Title I) of the
Revenue Act of 1934, provides:

Returns made under this title shall be open
to inspection in the same manner, to the
same extent, and subject to the same pro-
visions of law, including penalties, as re-
turns made under Title II of the Revenue
Act of 1926; and all returns made under this
Act shall -constitute public records and shall
be open to public examination and inspec-
tion to such extent as shall be authorized in
rules and regulations promulgated by the
President.

§ 458.121 Inspection of excise tax re-
turns. Pursuant to the above-mentioned
provisions of law excise tax returns filed
with respect to any tax imposed by chap-
ter 7 or 12 or 21, or subchapter A of
chapter 29, or chapter 30, of the Internal
Revenue Code, or filed after June 16,
1933, with respect to any tax imposed by
Title IV, V, or VII of the Revenue Act of
1932, or filed with respect to the tax im-
.posed by Title IV of the Revenue Act
of 1934, or by any of the above-mentioned
provisions as amended, shall be open to
inspection to the same extent as pro-
vided with respect to income tax returns
in Executive Order No. 7849, approved
March 25, 1938, and §§ 458.51 to 458.57,
inclusive, and §§ 458.64 to 458.70, Inclu-
sive, of this part.
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SUBPART B-USE OF ORIGINAL RETURNS OPEN
TO INSPECTION IN ACCORDANCE WITH
§§ 458.50-458.71; FURNISHING OF COPIES
OF RETURNS; INSPECTION OF RETURNS OF
CORPORATIONS BY STATE OFFICERS AND
SHAREHOLDERS

SoURcE: § § 458.200 to 458.209 contained in
Treasury Decision 4945, 4 F. R. 4037.

INTRODUCTORY

§ 458.200 Introductory. By Executive
Order 8320 dated August 28, 1939, the
President ordered that returns made
under chapter 1, subchapters A, B, and
D of chapter 2, chapters 3, 4, and 6, and
subchapter C of chapter 9 of the In-
ternal Revenue Code, shall be open to
inspection In accordance and upon com-
pliance with the rules and regulations
promulgated In §§ 458.50-458.71 ap-
proved by the President on the same
date. Those sections deal with the in-
spection of returns in so far as inspec-
tion is permissible only upon order of the
President and under regulations ap-
proved by the President. Under au-
thority of law, and without action by the
President, returns of corporations under
chapter 1 (income tax), subchapters A
(surtax on personal holding companies),
B (excess-profits tax), and D (unjust en-
richment tax), of chapter 2, chapter 6
(capital stock tax), and subchapter C
of chapter 9 (employment tax on em-
ployers), of the Internal Revenue Code,
are open to inspection by the proper
offices of any State; all returns under
chapter 1, and subchapters A, B, and
D, of chapter 2 of the Internal Revenue
Code (or copies thereof) are open to
inspection by any official, body, or com-
mission, lawfully charged with the ad-
ministration of any State tax law, if the
inspection Is for the purpose of such
administration or for the purpose of ob-
taining information to be furnished to
local taxing authorities; and all returns
of corporations are open to inspection by
bona fide shareholders of record owning
1 percent or more of the outstanding
stock.

Pursuant to sections 55, 62, 508, 603,
702 (a), 1204, 1207, 1604 (c), and 3791
of the Internal Revenue Code, the fol-
lowing rules and regulations are hereby
prescribed with respect to the use of
original, and the furnishing of copies of,
returns open to inspection in accordance
with §§ 458.50-458.71, or otherwise; with
respect to examinations by shareholders
of the returns of corporations; with re-
spect to inspection of returns of corpora-
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tions under chapter 1, subchapters A,
B, and D of chapter 2, chapter 6, 2,nd
subchapter C of chapter 9 of the In-
ternal Revenue Code, by the proper offi-
cers of any State; and with respect to
the inspection of returns under chapter
1, and subchapters B and D of chapter
2 of the Internal Revenue Code by Eny
official, body, or commission, lawfully
charged with the administration of tny
State tax law. For inspection by State
taxing officials of income returns other
than returns under subchapters B and D
of chapter 2 of the Internal Revenue
Code, see section 55 (b) of the Internal
Revenue Code and the regulations with
respect thereto.

SPECIAL PROVISIONS

§ 458.201 Access to returns by State
offlicers. (a) The proper officers of a
State are entitled as of right upon the
request of its governor to have access to
the following returns of a corporatJon
(or abstracts thereof): Income returns
(including personal holding company
and unjust enrichment returns), and
excess-profits and capital stock tax re-
turns, and returns of employment tax by
employers under subchapter C of chip-
ter 9 of the Internal Revenue Code.

(b) The request or application of the
governor must be In writing, signed by
him under the seal of his State, and must
show why access is desired, and the
names and official positions of the ofI-
cers designated to have the access. The
request or application should be ad-
dressed to the Commissioner, who will
set a convenient time and place for the
access to the returns (or to an abstract
thereof as he may determine).

(c) Access shall be given only in the
office of the Commissioner, unless such
returns are in the custody of a collector
of internal revenue or an internal reve-
nue agent in charge or the head of a field
division of the Technical Staff, in which
event the return may be inspected in the
office of such collector or agent or head
of division, but only in the presence of
an internal revenue officer designated by
such collector or agent or head of divi-
sion for that purpose.

§ 458.202 Inspection of returns by
State taxing officials. Original returns
of taxes imposed by subchapters B a:ad
D of chapter 2 of the Internal Revenue
Code shall be open to inspection, at con-
venient times and places, by any official,
body, or commission lawfully charged

§ 458.200



Chapter I-Bureau of Internal Revenue

with the administration of any State tax
law, or by the representatives of such of-
ficial, body, or commission designated
in writing by the governor of the State,
for the purpose of such administration,
or for the purpose of obtaining Informa-
tion to be furnished to local taxing au-
thorities, as provided in section 55 (b)
(2) of the Internal Revenue Code. Re-
quests for permission to inspect the re-
turns must be in writing signed by the
governor under the seal of his State, and
must be addressed to the Commissioner
of Internal Revenue, Records Division,
Washington, D. C. The request shall
state (a) the kind of returns it is desired
to inspect, (b) the taxable year or years
covered by the returns it is desired to
inspect, (c) the name of the official, body,
or commission by whom or which the in-
spection is to be made, (d) the name of
the representative of such official, body,
or commission, designated to make the
inspection, (e) by specific references, the
State tax law which such official, body,
or commission is charged with adminis-
tering and the law under which he, she,
or it Is so charged, (f) the purpose for
which the inspection is to be made, and
(g) if the inspection is for the purpose
of obtaining information to be furnished
to local taxing authorities, (1) the name
of the official, body, or commission of any
political subdivision of the State, law-
fully charged with the administration of
the tax laws of such political subdivision,
if any, to whom or to which the informa-
tion secured by the Inspection Is to be
furnished, and (2) the purpose for which
the information is to be used by such
official, body, or commission.

§ 458.203 Examination of returns by
shareholder. A bona fide shareholder of
record owning 1 percent or more of the
outstanding stock of a corporation shall
be entitled as of right, upon making re-
quest of the Commissioner, to examine
the returns of such corporation and of
its subsidiaries. His request for permis-
sion to examine such returns shall be
made in writing, verified by affidavit, and
shall show his address, the name of the
corporation, the period of time covered
by the return he desires to Inspect, the
amount of the corporation's outstanding
capital stock, the number of shares
owned by him, the date when he ac-
quired them, and whether he has the
beneficial as well as the record title to
such shares. It shall also show that he
has not acquired his shares for the pur-
pose of the examination of the returns

of the corporation. If he has acquired
them for such purpose, he is not a bona
fide shareholder within the meaning of
the statute. The application shall be
supported by satisfactory evidence show-
ing that the applicant is a bona fide
shareholder of record of the required
amount of stock of the corporation. The
supporting evidence may be in the form
of a certificate signed by the president
or vice president of the corporation and
countersigned by the secretary under
the corporate seal. Upon being satisfied
from the evidence presented that the ap-
plicant has fully met these conditions,
the Commissioner will grant the permis-
sion to examine the returns and set a
convenient time and place for the ex-
amination. This privilege is personal
and will be granted only to the share-
holder, who cannot delegate it to an-
other. In the case of a corporation
which has been dissolved, the returns
may be examined by any person who
would have been entitled to examine
them at the date of dissolution.

GENERAL PROVISIONS

§ 458.204 Use of returns in litigation.
The return of an Individual, partner-
ship, corporation, or fiduciary, or a copy
thereof, may be furnished to a United
States attorney for official use in pro-
ceedings before a United States grand
jury or in litigation in any court, if the
United States is interested in the result,
or for use in preparation for such pro-
ceedings or litigation; or to an attorney
of the Department of Justice, for like
use, upon written request of the Attorney
General, the Assistant to the Attorney
General, or an Assistant Attorney Gen-
eral. If a return or copy is thus fur-
nished, it shall be limited in use to the
purpose for which it is furnished and is
under no condition to be made public
except to the extent that publicity neces-
sarily results from such use. The orig-
inal return will be furnished only in
exceptional cases, and then only if it is
made to appear that the ends of justice
may otherwise be defeated. Neither the
original nor a copy of a return desired for
use in litigation in court will be furnished
if the United States Government is not
interested in the result, but this provi-
sion is not a limitation on the use of
copies of returns by the persons entitled
thereto.

§ 458.205 Furnishing of copies of re-
turns. A copy of a return may be fur-
nished to any person who is entitled to
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inspect such return upon written appli-
cation therefor and the submission of
evidence satisfactory to the Commis-
sioner of his right to receive the same,
except that if a return is in the custody of
a collector or an internal revenue agent
in charge or the head of a field division of
the Technical Staff, such collector or
agent in charge or head of division may
furnish a copy of such return to a United
States attorney or an attorney of the
Department of Justice, or to the taxpayer
or his duly authorized attorney in fact,
in accordance with the regulations in this
part. Certified copies will be furnished
only upon specific request therefor sent
to the Commissioner at Washington.

The Commissioner may prescribe a
reasonable fee for furnishing copies of
returns.

§ 458.206 Supplemental documents,
records and reports. Persons entitled to
inspect returns may have access to in-
formation returns, schedules, lists, and
other statements designed to be supple-
mental to, or to become a part of, the
returns to which they are given access,
and the Commissioner may, in his dis-
cretion, permit such persons to inspect
other records and reports which contain
information included or required by
statute to be included in the return.

§ 458.207 Penalties for disclosure of
returns. Section 55 (f) (1) of the In-
ternal Revenue Code makes it a misde-
meanor punishable by a fine not exceed-
ing $1,000 or by imprisonment not ex-
ceeding 1 year, or both, at the discretion
of the court, for any person to print or
publish in any manner whatever not pro-
vided by law information contained In
any income return, and further provides
that if the offender be an officer or em-
ployee of the United States he shall be
dismissed from office or discharged from
employment. The penalties provided in
section 55 (f) (1) of the Internal Reve-
nue Code are applicable also to disclosure
of information contained in excess-prof-
its, unjust enrichment and capital stock
tax returns, and returns made under
subchapter C of chapter 9 of the In-
ternal Revenue Code.

§ 458.208 Terms used. Any word or
term used in §§ 458.200-458.209 which is
defined in any chapter of the Internal
Revenue Code shall be given the defini-
tion contained in the chapter which is
applicable with respect to the particular
return made.

§ 458.209 Prior regulations under
Code superseded. This Treasury deci-
sion supersedes §§ 458.80-458.112, up-
proved January 4, 1939, only insofar as
such sections were made applicable by
the Treasury Decision 4885, approved
February 11, 1939, to returns made under
the Internal Revenue Code.

SUBPART C-INSPECTION UNDER SPECIAL
EXECUTIVE ORDERS

§ 458.300 Inspection of returns by
Department of Commerce. Pursuant
to the provisions of sections 55 (a),
508, 603, 729 (a), and 1204 of ;he
Internal Revenue Code, income, excess
profits, declared value excess profits, Emd
capital stock tax returns made under "he
Internal Revenue Code, as amended, for
the year 1941 and subsequent years, shall
be open to inspection by the Department
of Commerce. The inspection of such re-
turns herein authorized may be made by
any officer or employee of the Depart-
ment of Commerce duly authorized by
the Secretary of Commerce to make such
inspection. Upon written notice by i;he
Secretary of Commerce to the Secre-
tary of the Treasury stating the classes
of returns which it is desired to inspect,
the Secretary of the Treasury and Fny
officer or employee of the Treasury I)e-
partment, with the approval of the S c-
retary of the Treasury, may furnish t:he
Department of Commerce with any data
on such returns or make the returns, or
any of them, available in the Office of
the Commissioner of Internal Revenue
for Inspection, and taking of such data
as the Secretary of Commerce may desig-
nate. The information so obtained may
be published or disclosed in statistical
form, provided such publication does
not disclose, directly or indirectly, the
name or address of any taxpayer.
[T. D. 5417, 9 F. R. 13557]

§ 458.301 Inspection of statistical tran-
script punch cards by the Federal Secu-
rityAgency. Statistical transcript punch
cards prepared by the Bureau of Inter-
nal Revenue from individual income tax
returns made under the Internal Reve-
nue Code, as amended, for taxable years
beginning in 1944 and ending on or be-
fore June 30, 1945, may be open to in-
spection by the Federal Security Agency.
The inspection of such transcript cards
herein authorized may be made by any
officer or employee of the Agency duly
authorized by the Administrator of the
Agency to make such inspection. Upon
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written notice by such Administrator to
the Secretary of the Treasury giving the
classes of selected transcript cards it is
desired to inspect, the Secretary and any
officer or employee of the Treasury De-
partment, with the approval of the Sec-
retary, may furnish such Agency with
any data on such cards or may make the
cards, or any of them, available in the
office of the Commissioner of Internal
Revenue for inspection and copying by
the Agency or by such examiners or
agents as the Administrator thereof may
designate. The information so obtained
may be published or disclosed in statis-
tical form provided such publication
does not disclose, directly or indirectly,
the name or address of any taxpayer.
IT. D. 5453, 10 F. R. 4789]

§ 458.302 Inspection of income,
excess-profits, and declared value ex-
cess-profits tax returns by the War
Contracts Price Adjustment Board.
Pursuant to the provisions of sections
55 (a), 508, 603, and 729 (a) of the In-
ternal Revenue Code, income, excess-
profits, and declared value excess-profits
tax returns made under the Internal
Revenue Code, as amended, for the year
1939 and subsequent years, shall be open
to inspection by the War Contracts Price
Adjustment Board. The inspection of
such returns herein authorized may be
made by any officer or employee of such
Board duly authorized by the Chairman
of the Board to make such inspection.
Upon written notice by the Chairman to
the Secretary of the Treasury stating
the classes of returns which it is de-
sired to inspect, the Secretary of the
Treasury and any officer or employee of
the Treasury Department, with the ap-
proval of the Secretary of the Treasury,
may furnish the Board with any data
on such returns or make the returns, or
any of them, available in the Office of
the Commissioner of Internal Revenue
for inspection, and taking of such data
as the Chairman may designate. The
information so obtained may be pub-
lished or disclosed in statistical form,
provided such publication does not dis-
close, directly or indirectly, the name or
address of any taxpayer.
IT. D. 5493, 11 F. R. 14321

§ 458.303 Inspection of returns by
Federal Trade Commission. (a) Pursu-
ant to the provisions of sections 55 (a),
508,603,729 (a), and 1204 of the Internal
Revenue Code (53 Stat. 29, 111, 171; 54

Stat. 989, 1008; 55 Stat. 722; 26 U. S. C.
55 (a), 508, 603, 729 (a), and 1204), and
in the Interest of the internal manage-
ment of the Government, corporation
income, excess-profits, declared value
excess-profits, and capital stock tax re-
turns made for the calendar year 1943
and fiscal years ended in the calendar
year 1943, and statistical transcript
cards prepared by the Bureau of Internal
Revenue from the returns included in
such classes made for any taxable year
ending after June 30, 1943, and before
July 1, 1944, shall be open to inspection
by the Federal Trade Commission as an
aid In executing the powers conferred
upon such Commission by the Federal
Trade Commission Act of September 26,
1914, 38 Stat. 717. The inspection of
such returns and cards authorized in
this section may be made by any officer
or employee of the Federal Trade Com-
mission duly authorized by the Chairman
of the Federal Trade Commission to make
such inspection. Upon written notice by
the Chairman of the Federal Trade
Commission to the Secretary of the
Treasury stating the classes of corpora-
tions the returns or transcript cards of
which it is desired to inspect, the Sec-
retary and any officer or employee of
the Treasury Department, with the ap-
proval of the Secretary of the Treasury,
may furnish the, Federal Trade Com-
mission with any data on such returns
or cards or may make the returns or
cards available in the office of the Com-
missioner of Internal Revenue for the
taking of such data as the Chairman of
the Federal Trade Commission may
designate. Any information thus ob-
tained shall be held confidential except
to the extent that it shall be published
or disclosed in statistical form, provided
such publication shall not disclose, di-
rectly or indirectly, the name or address
of any taxpayer.

(b) This section shall be effective
upon its filing for publication in the
Federal Register (March 7, 1947).
[T. D. 5552, 12 F. R. 16551

Part 459-Claims for Payment of
Judgments Against the United
States

§ 459.1 Claims for judgments. Claims
for the payment of judgments rendered
by United States district courts and the
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United States Court of Claims against
the United States representing taxes,
penalties or other sums, should be ex-
ecuted on Form 843 in duplicate and filed
directly with the Commissioner of Inter-
nal Revenue, Washington, D. C. The
claimant should state the grounds of his
claim under oath, giving the names of all
parties to the suit, the cause of action,
the date of its commencement, the date
of the judgment, the court in which it
was recovered, and its amount. To this
affidavit there should be annexed two
certified copies of the final judgment,
and an itemized bill of the costs paid, re-
ceipted by the clerk or other proper offi-
cer of the court. In the case of a Judg-
ment rendered by the Court of Claims,
there may be submitted in lieu of a certi-
fied copy of the final judgment, a certifi-
cate of judgment issued by the clerk of
the court and two copies of the court's
opinion, if any was rendered.
(53 Stat. 467, 477; 26 U. S. C. 3791, 3901)
[T. D. 4262, Mar. 28, 1929]

Part 462-Closing Agreements
§ 462.1 Closing agreements relating

to tax liability in respect o internal-rev-
enue taxes. (a) Closing agreements pro-
vided for in section 3760, I. R. C., may re-
late to any taxable period ending prior or
subsequent to the date of the agreement.
With respect to taxable periods ending
prior to the date of the agreement, the
matter agreed upon may relate to the
total tax liability of the taxpayer or it
may relate to one or more separate items
affecting the tax liability of the tax-
payer, as for example, the amount of
gross income, deductions for losses, de-
preciation or depletion, or the year for
which an item of income is to be in-
cluded in gross income or the year for
which an item of loss is to be deducted,
or the value of property on a specified
date. A closing agreement may also be
entered into in order to provide a "de-
termination under the income tax laws"
as defined in section 3801 (a) (1) (A),
I. R. C. With respect to taxable periods
ending subsequent to the date of the
agreement, the matter agreed upon may
relate only to one or more separate
items affecting the tax liability of the
taxpayer. The following, among others,
are examples of the latter type of

closing agreement: (1) A taxpayer :may
sell a portion of his holdings in a p)ar-
ticular stock. A closing agreement
may be entered into fixing the cost
or other legal factor determining the
basis for computing gain or loss on
such sale, and, at the same time fixing
the cost or other legal factor deternain-
ing the basis (unless or until the statute
is changed to require the use of some
other factor to determine basis) of the
remaining portion of the stock still *aeld
by the taxpayer upon which gain or loss
will be computed when the taxpayer :ells
such stock In a later year; (2) if the
taxpayer is undecided whether to sell
property or hold it, or as to the rrice
to which to sell it, a closing agreement
may be entered into determining the
market value of the property as of
March 1, 1913, for future taxable peri-
ods, prior to the consummation of the
sale by the taxpayer. A closing agree-
ment with respect to any taxable period
ending subsequent to the date of the
agreement is subject to any change in
or modification of the law enacted ,;ub-
sequent to the date of the agreement
and applicable to such taxable peiiod,
and each closing agreement shall so re-
cite. Closing agreements may be exe-
cuted even though under the agreement
the taxpayer is not liable for any tax for
the period to which the agreement re-
lates. There may be a series of ag::ee-
ments relating to the tax liability for a
single period. Any tax or deficienc:y in
tax determined pursuant to a clo:ning
agreement shall be assessed and col-
lected, and any overpayment determined
pursuant thereto shall be credited or re-
funded in accordance with the applica-
ble provisions of law.

(b) The procedure in the Bureau of
Internal Revenue with respect to appli-
cations for entering into closing ag:ee-
ments in accordance with these regula-
tions will be under such rules as may be
prescribed from time to time by the
Commissioner.

(c) This part applies to any cloning
agreement entered into on and after May
28, 1938, the date of the enactmen; of
the lRevenue Act of 1938.
(53 Stat. 467; 26 U. S. C. 3791. Interprets or
applies 53 Stat. 442, 462; 26 U. S. C. ,:644,
3760) [T. D. 4855, 3 F. R. 20641
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Part 464-Assessment and Col-
lection of Taxes of Insolvent
Banks and Trust Companies

Sec.
464.1 Effect of statutory amendments.
464.2 Banks and trust companies covered.
464.3 Definitions.
464.4 Scope of section, generally.
464.5 Segregated or transferred assets.
464.6 Unsegregated assets.
464.7 Earnings.
464.8 Abatement and refund.
464.9 Establishment of immunity.
464.10 Procedure during immunity.
464.11 Termination of immunity.
464.12 Collection of tax under termination

of immunity.
464.13 Social Security taxes.

AuTORITY: § § 464.1 to 464.13 issued under
53 Stat. 467; 26 U. S. C. 3791. Interpret or
apply 53 Stat. 470; 26 U. S. C. 3798.

SoURcE: §§ 464.1 to 464.13 contained in
Treasury Decision 4958, 4 F. R. 4970, except
as noted following sections affected.

§ 464.1 Effect of statutory amend-
ments. The amendment of section 22 of
the act of March 1, 1879, made by sec-
tion 818 of the Revenue Act of 1938, was
effective on May 28, 1938, the date of en-
actment of the Revenue Act of 1938.
Section 406 of the Revenue Act of 1939
in substance makes identical amend-
ments of subsection (c) of section 22, as
amended by the Revenue Act of 1938,
and section 3789 (c) of the Internal
Revenue Code. The amendments made
by section 406 of the Revenue Act of
1939 are effective as of May 28, 1938.
Therefore section 22, as amended, of the
Act of March 1, 1879, and section 3798
of the Internal Revenue Code, as
amended by section 406 of the Revenue
Act of 1939, in substance constitute a
continuous section effective on May 28,
1938.

§ 464.2 Banks and trust companies
covered. Section 22 (as amended) of
the act of March 1, 1879, and section
3798 of the Internal Revenue Code, both
as amended by section 406 of the Reve-
nue Act of 1939, in substance apply as a
continuous section to any national bank,
or bank or trust company organized un-
der State law, a substantial portion of
the business of which consists of receiv-
ing deposits and making loans and dis-
counts, and which has:

(a) Ceased to do business by reason
of insolvency or bankruptcy, or

819596-49-23

(b) Been released or discharged from
its liability to its depositors for any part
of their deposit claims, and the depos-
tors have accepted in lieu thereof a lien
upon its subsequent earnings or claims
against its assets either (1) segregated
and held by it for benefit of the deposi-
tors or (2) transferred to an individual
or corporate trustee or agent who liqui-
dates, holds or operates the assets for
the benefit of the depositors.

§ 464.3 Definitions. As used in the
regulations in this part:

(a) (1) The term "section", unless
otherwise indicated by the context,
means section 22 (as amended) of the
act of March 1, 1879, section 3798 of the
Internal Revenue Code (reenacting such
section 22), and section 3798 of the Code
as amended by section 406 of the Reve-
nue Act of 1939, such sections in sub-
stance constituting a continuous section
in effect on and after May 28, 1938. (See
§ 464.1.)

(2) Unless otherwise indicated, the
term "subsection" means a subdivision
of the "section" as defined in subpara-
graph (1) of this paragraph.

(b) The term "bank", unless other-
wise indicated by the context, means any
national bank, or bank or trust com-
pany organized under State law, within
the scope of the section. See § 464.2.

(c) The terms "statute of limitations"
and "limitations" mean all applicable
provisions of law (including the section
as herein defined) which impose, change,
or affect limitations, conditions, or re-
quirements relative to the allowance of
refunds and abatements, or the assess-
ment or collection of tax, as the case
may be.

(d) The term "segregated assets" in-
cludes transferred or trusteed assets, or
assets set aside or earmarked, and to

,all or a portion of which, or the proceeds
of which, the depositors are absolutely
or conditionally entitled.

(e) The term "effective date" means
May 28, 1938.

(f) The term "Commissioner" means
the Commissioner of Internal Revenue.

(g) The term "collector" means col-
lector of internal revenue.

§ 464.4 Scope of section, generally-
(a) Purpose. The s e c t i0 n prior to
amendment by the Revenue Act of 1938,
was intended to assist depositors of a
bank which had ceased to do business
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by reason of insolvency to recover thlr
deposits, by prohibiting collection of
,taxes of the bank which would diminish
the assets necessary for payment of its
depositors. By the amendments like as-
sistance is given to depositors of banks
which are in financial difficulties but
which, In certain conditions, continue in
business.

(b) Requisites of application. In or-
der that the section shall operate in a
case where the bank continues business
it is necessary that the depositors shall
agree to accept, in lieu of all or a part
of their deposit claims as such, claims
against segregated assets, or a lien upon
subsequent earnings of the bank, or both.
When such an agreement exists, no tax
diminishing such assets or earnings, or
both, otherwise available and necessary
for payment of depositors, may be col-
lected therefrom. If, under such an
agreement, the depositors have the right
also to look to the unsegregated assets
of the bank for recovery, in whole or
part, the unsegregated assets are like-
wise, until they exceed the amount of the
depositors' claims chargeable thereto,
unavailable for tax collection. Any tax
of such a bank, or part of any tax, which
is once uncollectible under the section,
cannot thereafter be collected except
from any residue of segregated assets
remaining after claims of depositors
against such assets have been paid.

(c) Interest. For the purposes of the
section, depositors' claims include bona
fide interest, either on the deposits as
such, or on the claims accepted In lieu of
deposits as such.

(d) Limitations on immunity. The
section is not primarily intended for the
relief of banks as such. It does not pre-
vent tax collection, from assets not nec-
essary, or not available, for payment of
depositors, from a bank within subsec-
tion (a), at any time within the statute
of limitations. In other words the im-
munity of such a bank is not complete,
but ceases whenever, within the statu-
tory period for collection, it becomes pos-
sible to make collection without dimin-
ishing assets necessary for payment of
depositors. In the case of a bank within
subsection (b), any immunity to which
the bank is entitled is absolute except as
to segregated assets. Any tax coming
within such immunity may never be col-
lected. With respect to segregated as-
sets, such a bank is subject to the same
rule as a bank within subsection (a),
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that Is to say, after claims of depositors
against segregated assets have been paid,
any surplus is subject, within the statute
of limitations, to collection of any t ax,
due at any time, the collection of wh'.ch
was suspended by the section. The sec-
tion is not for the relief of creditors other
than depositors, although It may inci-
dentally operate for their benefit. iiee
§§ 464.6 and 464.11 (b).

§ 464.5 Segregated or transferred as-
sets-(a) General. In a case involv-
ing segregated or transferred assets, it
is not necessary, for application of the
section, that the assets shall techniclly
constitute a trust fund. It Is sufficient
that segregated assets be definitely sepa-
rated from other assets of the bank and
that transferred assets be definitely
separated both from other assets of the
bank and from other assets held or
owned by the trustee or agent to whom
assets of the bank have been tranis-
ferred; that the bank be wholly or
partially released from liability for re-
payment of deposits as such; and that
the depositors have claims against the
separated assets. Any excess of sepa-
rated assets over the amount necessary
for payment of such depositors will be
available for tax collection after full
payment of depositors' claims under ;;he
agreement against such assets. But see
§ 464.11 (a).

(b) Corporate transferees. Where the
segregated assets are transferred to a
separate corporate trustee or corporate
agent, the assets and earnings therefrom
are within the protection of the section,
until full payment of depositors' claims
against such assets and earnings, no
matter by whom the stock of such cor-
poration is held, and no matter whethaer
the assets be liquidated or operated or
held for benefit of the depositors.
IT. D. 4958, 4 F. R. 4970, as amended by
T. D. 5018, 5 F. R. 4318]

§ 464.6 Unsegregated assets-(a) De-
positors' claims against assets. (1)
Claims of depositors, to the extent that
they are to be satisfied out of segregated
assets, will not be considered in deterrin-
ing the availability of unsegregated as-
sets for tax collection. If depositors
have agreed to accept payment out of
segregated assets only, collection of tax
from unsegregated assets will not di-
minish the assets available and neces-
sary for payment of the depositors'
claims. Thus, it may be possible to col-
lect taxes from the unsegregated assets
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of a bank although the segregated assets
are immune under the section.

(2) If the unsegregated assets of the
bank are subject to any portion of the
depositors' claims, such unsegregated
assets will be within the immunity of the
section only to the extent necessary to
satisfy the claims to which such assets
are subject. Taxes will still be collecti-
ble from the unsegregated assets to the
extent of the amount by which the total
value of such assets exceeds the liability
to depositors to be satisfied therefrom.
Therefore, if for example, In the case
of a bank having a tax liability, not
previously immune under the section, of
$50,000, the deposit claims against the
bank are in the amount of $75,000, and
the assets available for satisfaction of
deposit claims amount to $100,000, the
$50,000 tax Is collectible to the extent
of the $25,000 excess of assets over de-
posit claims. Collection is not to be
postponed until the full amount of the
tax is collectible.

(b) Depositors' claims against earn-
ings. Even though under a bona fide
agreement a bank has been released
from depositors' claims as to unsegre-
gated assets, if all or a portion of its
earnings are subject to depositors'
claims, all assets the earnings from
which, in whole or part, are charged
with the payment of depositors' claims,
will be immune from tax collection.
But see § 464.7 (a).

§ 464.7 Earnings-(a) Availability
for tax collection. Earnings of a bank
within subsection (b), whether from
segregated or unsegregated assets,
which are necessary for, applicable to,
and actually used for, payment of de-
positors' claims under an agreement,
are within the immunity of the section.
If only a portion or percentage of in-
come from segregated or unsegregated
assets is available and necessary for
payment of depositors' claims, the re-
maining income is available for tax col-
lection. Earnings of the bank's first fis-
cal year ending after the making of the
agreement not applicable to payment
of depositors will be assumed to be ap-
plicable for collection of any tax due
prior or subsequent to execution of the
agreement. Earnings of subsequent fis-
cal periods from unsegregated assets
not applicable to depositors' claims will
be assumed to be applicable to payment
of taxes as to which immunity under
the section has not previously attached.

Earnings from segregated assets are
available for collection of tax, whether
previously uncollectible under the sec-
tion or not, after depositors' claims
against such assets have been paid in
full. See §§ 464.5 (a) and 464.11 (a).

(b) Tax computation. The fact that
earnings of a given year may be wholly
or partly unavailable under the section
for collection of taxes does not exempt
the income for that year, or any part
thereof, from tax liability. The sec-
tion affects collectibility only, and is not
concerned with taxability. Accordingly,
the taxpayer's income tax return shall
correctly compute the tax liability, even
though in the opinion of the taxpayer
it is immune from tax collection under
the section. The tax shall be deter-
mined with respect to the entire taxable
Income and not merely with respect to
the portion of the earnings out of which
tax may be collected. As to establish-
ment of immunity from tax collection
see § 464.9.

(c) Example. An agreement, executed
in the year 1938 between a bank subject
to tax under section 14 (d) of the Reve-
nue Act of 1938 and its depositors, pro-
vides (1) that certain assets are to be
segregated for the benefit of the de-
positors who have waived (as claims
against unsegregated assets of the bank)
a percentage of their deposits; (2) that
60 percent of the bank's net earnings for
fiscal years beginning with the fiscal year
ending December 31, 1938, from unsegre-
gated assets, shall be paid to the de-
positors until the portion of their claims
waived with respect to unsegregated as-
sets of the bank has been paid; and (3)
that the unsegregated assets shall not be
subject to depositors' claims. The spe-
cial class net Income of the bank for the
calendar year 1938 is $10,000, $4,000 pro-
duced by the segregated, and $6,000 pro-
duced by the unsegregated assets, and
that amount, $10,000 also constitutes its
net earnings for that year before deduct-
ing Federal Income taxes. Such amount
shall be considered the net earnings for
the purpose of the regulations In this part
in computing the portion of the earnings
to be paid to depositors. The bank has
an outstanding tax liability for prior
years of $7,000. The Income tax liability
of the bank for 1938 is 161 percent of
$10,000, or $1,650, making a total out-
standing tax liability of $8,650. The por-
tion of the earnings of the bank for 1938
remaining after provision for depositors
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is $2,400 ($6,000 less 60 percent thereof,
or $3,600). It will be assumed that of
the total outstanding tax liability of
$3,650, $2,400 may be assessed and col-
lected, leaving $6,250 to be collected from
any excess of the segregated assets after
claims of depositors against such segre-
gated assets have been paid in full. No
part of the $6,250 immune from collec-
tion from 1938 earnings may be collected
thereafter from unsegregated assets of
the bank or earnings therefrom, so that
except for any possible surplus of the
segregated assets the $6,250 is uncol-
lectible.

In the year 1939 the earnings are again
$10,000, $4,000 from segregated and
$6,000 from unsegregated assets, as in
the previous year. However, the return
filed shows income of $5,000 and a tax
liability of $900. An investigation shows
the true income to be $10,000, on which
the tax is $1,800. The full $1,800 will be
assumed to be collectible. The $600 dif-
ference between $2,400 (the excess of
earnings from unsegregated assets over
the amount going to the depositors), and
the $1,800 tax for 1939, is not available
for collection of the tax for prior years,
which became immune as described
above, but may be available for collection
of tax for subsequent years.

No significance attaches to the selec-
tion of the years 1938 and 1939 for the
example. The rules indicated by the
example are equally applicable to subse-
quent or prior years not excluded by lim-
itations.

§ 464.8 Abatement and refund. (a)
An assessment or collection, no matter
when made, if contrary to the section as
amended by the Revenue Act of 1938 and
the Revenue Act of 1939, is subject to
abatement or refund within the appli-
cable statutory period of limitations.

(b) An abatement or refund after May
28, 1938, the effective date of the amend-
ments, is equally allowable whether as-
sessment or collection was erroneous be-
cause contrary to the amended section,
or because, in the case of a bank within
subsection (a), the same tax had been
properly abated or refunded, or in the
case of a bank within subsection (b),
had been properly refunded, on or be-
fore the effective date of the amend-
ments, and reassessed or collected after
such date. See § 464.12 (b). If there
was a prior proper abatement or refund
in the case of a bank within subsection
(a), or a proper refund in the case of a

bank within subsection (b), on or before
the effective date of the amendments,
a claim for abatement or refund of the
same tax reassessed or recollected after
the effective date of the amendments
may be allowed even though the second
assessment or collection was otherwise
in accordance with the amended section.
However, in the absence of abatement or
refund in the case of a bank within
subsection (a), or of a refund in the
case of a bank within subsection (b),
on or before the effective date of the
amendments, the mere fact that the tax
was due before the effective date of the
amendments will not be ground for al-
lowance of a claim.

(c) Collection from a bank within sub-
section (b) which diminished assets
necessary for payment of depositors, if
made prior to agreement with depositors,
is not contrary to the amended section,
and affords no ground for refund.

(d) Any abatement or refund is sub-
ject to existing statutory periods of limi-
tation, which periods are not suspended
or extended by the amended section. In
order to secure refund of any taxes paid
for any taxable year during the period
of immunity the bank must file claim
therefor.

§ 464.9 Establishment of immunity.
(a) The mere allegation of insolvency, or
that depositors have claims against seg-
regated or other assets or earnings will
not of itself secure immunity from tax
collection. It must be affirmatt.vely
established to the satisfaction of the
Commissioner that collection of tax will
be contrary to the amended section.
(See also § 464.10)

(b) Any claim, by a bank, of immunity
under subsection (b), shall be suppcrted
by a statement, under oath or affirma-
tion, which shall show: (1) the total of
depositors' claims outstanding, and (2)
separately and in detail, the amount of
each of the following, and the amount
of depositors' claims properly chargeable
against each; (i) segregated or tra.ns-
ferred assets; (ii) unsegregated assets;
(iii) estimated future average annual
earnings and profits; (iv) amount col'tect-
ible from shareholders; and (v) any
other resources available for payment of
depositors' claims. The detail shall show
the full amount of depositors' claims
chargeable against each of the i';ems
mentioned in subsections (i) to (v), in-
clusive, of this subparagraph, even
though part or all of the amount charge-
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able against a particular item is also
chargeable against some other item or
items. There shall also be filed a copy
of any agreement between the bank and
its depositors, and any other agreement
or document bearing on the claim of im-
munity under the section. The state-
ment shall show the basis, as "book",
"market", etc., of valuation of the
assets.

§ 464.10 Procedure during immu-
nity-(a) Statements to be filed. As long
as, pursuant to the section complete or
partial immunity is claimed, a bank
within subsection (b) shall file with each
income tax return a statement as re-
quired by § 464.9, in duplicate, and shall
also file such additional statements as
the Commissioner may require. Whether
or not additional statements shall be re-
quired, and the frequency thereof, will
depend on the circumstances, including
the financial status and apparent pros-
pects of the bank, and the time which is
available, for assessment and collection.
If a copy of an agreement or document
has once been filed, a copy of the same
agreement or document need not again
be filed with a subsequent statement, if
it is shown by the subsequent statement,
when and where and with what return
the copy was filed. In case of amend-
ment a copy of the amendment must be
filed with the return for the taxable year
in which the amendment is made.

(b) Failure to file. Failure of a bank
to file any required statement will be
treated as indicating that the bank is not
entitled to immunity under the section.

§ 464.11 Termination of immunity-
(a) General. In the case of a bank
within subsection (a) immunity will end
whenever, and to the extent that, taxes
may be assessed and collected, within
the applicable limitation periods as ex-
tended by the section, without diminish-
ing the assets available and necessary
for payment of depositors. Immunity of
a bank within subsection (b) is termi-
nated, as to segregated assets, whenever
claims of depositors against such assets
have been paid in full. See § 464.5. As
to segregated assets, the termination of
immunity is complete, and any balance
remaining after payment of depositors Is
available, within statutory limitations,
for collection of tax due at any time.
However, taxes of the bank will be col-
lectible from segregated assets only to
the extent that the bank has a legal or

equitable interest therein. Assets as to
which there has been a complete convey-
ance for benefit of depositors, and the
bank has bona fide been divested of all
legal and equitable interest, are not
available for collection of the bank's tax
liability.

As to unsegregated assets of a bank
within subsection (b), Immunity termi-
nates only as to taxes thereafter becom-
ing due. When taxes are once Immune
from collection, the immunity as to un-
segregated assets is absolute. But see the
second paragraph of § 464.6 (a).

(b) General creditors. While the im-
munity from tax collection is for protec-
tion of depositors, and not for benefit of
general creditors, in some cases the im-
munity will not end until the assets are
sufficient to cover Indebtedness of cred-
itors generally. This situation will exist
where under applicable law the claims of
general creditors are on a parity with
those of depositors, so that to pay depos-
itors in full it is necessary to pay all cred-
itors in full.

(c) Shareholder liability. In deter-
mining the sufficiency of the assets to
satisfy the depositors' claims, share-
holders' liability to the extent collectible
shall be treated as available assets. See
§ 464.9.

(d) Deposit insurance. Deposit insur-
ance payable to depositors shall not be
treated as an asset of the bank and shall
be disregarded in determining the suffi-
ciency of the assets to meet the claims
of depositors.

(e) Notice by bank. A bank within
subsection (b), upon termination of im-
munity with respect to (1) earnings, (2)
segregated or transferred assets, or (3)
unsegregated assets, shall immediately
notify the collector for the district in
which the taxpayer's returns were filed
of such termination of immunity. See
§ 464.10 (b).

(f) Payment by bank. As immunity
terminates with respect to any assets, It
will be the duty of the bank, without
notice from the collector, to make pay-
ment of taxes collectible from such
assets.

§ 464.12 Collection of tax under ter-
mination of immunity-(a) General. If,
in the case of a bank within subsection
(b), segregated assets (including earn-
ings therefrom), in excess of those nec-
essary for payment of outstanding de-
posits become available, such excess of
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segregated assets shall be applied toward
satisfaction of accumulated outstanding
taxes previously immune under the sec-
tion, and not barred by the statute of
limitations. (But see § 464.5.) Where
sufficient segregated assets or unsegre-
gated assets are available, statutory in-
terest shall be collected with the tax.
When unsegregated assets or earnings
therefrom previously immune become
available for tax collection, they will be
available only for collection of taxes
(including interest and other additions)
becoming due after immunity ceases.
See example in § 464.7 (c).

(b) Tax due belore the effective date
of the amendments. In the case of a
bank within subsection (a), the section
does not permit assessment or reassess-
ment or collection of tax abated or re-
funded, if the abatement or refund was
in accordance with the section prior to
the amendments by the Revenue Acts of
1938 and 1939.

In the case of a bank within subsec-
tion (b) the section does not permit as-
sessment or reassessment of collection,
from segregated or unsegregated assets,
of tax refunded on or before May 28,
1938, if the refund was in accordance
with the section prior to the amend-
ments by the Revenue Acts of 1938 and
1939.

With the exceptions indicated by the
preceding two paragraphs, tax due on or
before May 28, 1938, and still outstand-
ing on the said date, is within the pro-
visions of the amended section and
collectibility is determinable in accord-
ance with the amended section the same
as In the case of tax due after such date.
Accordingly, a tax due prior to the ef-
fective date of the amendments and then
collectible under the section may not be
assessed or collected thereafter if such
assessment or collection would be con-
trary to the section as amended. See
§ 464.8.

If the statutory period for assessment
or collection had expired before the ef-
fective date of the amendments, the sec-
tion does not revive it. Accordingly, in
such situation the tax is not collectible
under the amended section, regardless of
other circumstances.

§ 464.13 Social Security taxes. The
regulations in this part do not relate to
Social Security taxes, since the immu-
nity granted by the amended section
does not apply to taxes imposed by the
Social Security Act.
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Part 466-Seizure, Forfeiture, cnd
Disposition of Vessels, Vehicles,
and Aircraft Under the Act of
August 9, 1939

Sec.
466.1 Officers who will make seizures.
466.2 Custody.
466.3 Other duties.

AUTHORITY: §§ 466.1 to 466.3 issued under
sec. 8, 53 Stat. 1293; 49 U. S. C. 788. Interpret
or apply secs. 3, 4, 53 Stat. 1292; 49 U. 8'. C.
783, 784.

SOURCE: §§ 466.1 to 466.3 contained in
Treasury Decision 31, 4 F. R. 3840.

§ 466.1 Officers who will make sei-
zures. For the purpose of carrying out
the provisions of the act of Congress ap-
proved August 9, 1939 (53 Stat. 1291;
49 U. S. C. 781-788), the following per-
sons are hereby authorized and de.3ig-
nated to seize such vessels, vehicles, and
aircraft as may be subject to seizure by
virtue of the provisions of the said act:

(a) All officers engaged in the en-
forcement of the Federal narcotic drug
laws and the Marihuana Tax Act of
1937; and

(b) The Commissioner of Internal
Revenue, and all persons authorized by
or pursuant to any provisions of law re-
lating to internal revenue to make
seizures.

§ 466.2 Custody. The following offl-
cers are hereby authorized and de sig-
nated to hold in custody, awaiting dis-
position pursuant to the provisions of the
said act of August 9, 1939, and any regu-
lations issued thereunder, vessels, ve-
hicles, and aircraft seized pursuant to the
said act:

(a) The narcotic district supervisor
for the district in which the seizure is
made, when the seizure is made in con-
nection with a violation involving a con-
traband article covered by section 1 (b)
(1) of the said act; and

(b) The collectoi of internal reveaue
for the district in which the seizure is
made, when the seizure is made -in con-
nection with a violation involving a con-
traband article covered by section 1 (b)
(2) of the said act:
Provided, That in the case of any seizure
involving contraband articles covered. by
two or more of the subsections (b) ,:1),
(b) (2) and (b) (3) of section 1 of the
said act, custody shall be in the apl ro-
priate officer (as above indicated in this

§ 464.13



Chapter I-Bureau of Internal Revenue

section or in the order relating to sei-
zures involving subsection (b) (3) of the
branch of the Treasury service to which
the seizing officer belongs.

§ 466.3 Other duties. The respective
officers authorized and designated in
§ 466.1 to hold in custody seized vessels,
vehicles, and aircraft under this act are
hereby authorized and designated to per-
form such other duties with respect to
seizures and forfeitures of vessels, ve-
hicles, and aircraft under this act, as
are imposed upon the collectors of cus-
toms and appraisers with respect to sei-
zures and forfeitures of vessels and
vehicles under the customs laws.

Part 468-Seizures of Vessels,
Vehicles, and Aircraft in Con-
nection With Contraband Fire-
arms Covered by Section 1 (b)
(2), Act of August 9, 1939

Sec.
468.1
468.2
468.3
468.4
468.5
468.6
468.7
468.8
468.9

468.10
468.11
468.12
468.13

468.14
468.15
468.16

Definitions.
Reports of seizure.
Custody and storage.
Appraisement.
Advertisement.
Requirements as to claim and bond.
Summary forfeiture.
Presentation for judicial action.
Petitions for remission or mitigation

of forfeiture.
Time for filing petition.
Handling of petition.
Expenses; disposition of proceeds.
Release on payment of appraised

value.
Awards.
Payments to officers prohibited.
Procedural details.

AUTrHORIT: §§ 468.1 to 468.16 issued under
53 Stat. 294, 467, sec. 8, 53 Stat. 1293; 26
U. S. C. 2732, 3791, 49 U. S. C. 788.

SouRcz: §§468.1 to 468.16 contained in
Treasury Decision 5066, 6 F. R. 4565, except
as noted following sections affected.

§ 468.1 Definitions. As used in the
regulations in this part, except as other-
wise indicated by the context:

(a) "Conveyance" means a vessel, ve-
hicle, or aircraft within the scope of the
act of August 9, 1939, and the regulations
In this part.

(b) "Seizing officer," "officer seizing,"
etc., mean the Deputy Commissioner of
Internal Revenue in charge of the Alco-
hol Tax Unit, the district supervisor, in-
vestigator in charge, investigator, or in-
spector of the proper district, or such

other officer of internal revenue as may
be specially authorized by the Commis-
sioner pursuant to section 3720 of the
Internal Revenue Code to seize property
legally subject to seizure and who has
made or adopted a seizure within the
scope of the regulations in this part.

(c) "Secretary" means the Secretary
of the Treasury.

(d) "Commissioner" means the Com-
missioner of Internal Revenue.

(e) "Deputy Commissioner" means the
Deputy Commissioner of Internal Reve-
nue in charge of the Alcohol Tax Unit.

(f) "District supervisor" means the
person having charge of a supervisory
district of the Alcohol Tax Unit of the
Bureau of Internal Revenue.

(g) "Investigator in charge" means
the person having charge of a subdivision
of a supervisory district of the Alcohol
Tax Unit of the Bureau of Internal Reve-
nue.

(h) "Collector" means the collector of
internal revenue.

(i) The terms defined in the act of
August 9, 1939, shall have the meanings
thereby ascribed to them.

§ 468.2 Reports of seizure. An officer
seizing or adopting the seizure of a con-
veyance or contraband firearm shall
promptly make a complete written re-
port to the district supervisor for the dis-
trict In which the seizure was made. The
report shall be in such form and sub-
mitted in such manner as the Deputy
Commissioner may require.

§ 468.3 Custody and storage. Any
conveyance or contraband firearm seized
under the law and the regulations in this
part shall be in the custody of the dis-
trict supervisor or investigator in charge
for the district in which the seizure is
made. The seizing officer shall store the
conveyance or contraband firearm in a
place designated, either generally or in
the particular case, by the district super-
visor or investigator In charge. The
place of storage shall be in the judicial
district in which the seizure occurred.
Government storage facilities shall be
utilized if practicable. If the convey-
ance is stored on private premises there
shall be secured from the proprietor
thereof and forwarded with the report
to the district supervisor a receipt for
the conveyance coinciding with the de-
scription in the report to the district su-
pervisor. Conveyances or contraband
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firearms may not be used prior to for-
feiture and award for official use.

§ 468.4 Appraisement. The district
supervisor or investigator in charge shall
appraise the conveyance or firearm to
determine the value at the time and place
of appraisement, or if there is no market
for the conveyance or firearm at the
place of appraisement, the value in the
principal market nearest the place of
appraisement. The appraisal may be
based upon the report of the seizing of-
ficer and any other information which
may be acquired.

§ 468.5 Advertisement. If the ap-
praised value does not exceed $1,000 the
district supervisor shall cause a notice of
the seizure and of the intention to for-
feit and sell Or otherwise dispose of the
property to be published once a week for
at least three successive weeks in a news-
paper of general circulation in the judi-
cial district in which the seizure occurred.
The notice shall not be inserted oftener
than three times, unless the district su-
pervisor is of the opinion that, because
of circumstances peculiar to the par-
ticular case, a greater number of inser-
tions will be to the advantage of the gov-
ernment. The notice shall:

(a) Describe the conveyance or fire-
arm seized, and show the registration,
motor and serial numbers of the con-
veyance and the number or other identi-
fying mark of the flrearm, if any;

(b) Show the reason for, and time and
place of, seizure; and

(c) State that any person desiring to
claim the conveyance or firearm may,
within 20 days from the date of first
publication of the notice in the case of
a conveyance and within 30 days from
the date of first publication of the notice
in the case of a firearm, file with the
investigator in charge a claim for the
conveyance or firearm and a bond for
costs of judicial condemnation with sat-
isfactory sureties in the sum of $250;
and that unless such claim and bond are
filed within the stated time the convey-
ance or firearm will be disposed of in ac-
cordance with law. The form of notice
used in seizures under other laws by the
Alcohol Tax Unit will, as far as appli-
cable, be followed.

§ 468.6 Requirements as to claim and
bond. The bond and claim shall be in
triplicate. The bond shall sufficiently
identify the conveyance or firearm, shall
run to the United States of America,
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have sureties approved by the district
supervisor, and be conditioned that in
case of condemnation of the conveyanze
or firearm the obligor shall pay all the
costs and expenses of the proceeding to
obtain the condemnation. Bond, Form
175, may be adapted for the purposes Of
the regulations in this part. When a
claim and bond are received in proper
form and the sureties are satisfactory,
the district supervisor and the investiga-
tor in charge shall proceed in accordance
with § 468.8. If the documents are not
in satisfactory form when first received
by the district supervisor or investigator
in charge, a reasonable time for corre,-
tion may be allowed. If correction is not
made within a reasonable time the docu-
ments may be treated as nugatory, ard
the case may proceed as though they had
not been tendered. The filing in proper
form of the claim and bond does not en-
title the claimant to possession of the
conveyance or firearm but stops the
summary proceedings.

§ 468.7 Summary forfeiture. If the
appraised value does not exceed $1,000,
and the claim and bond mentioned in
§ 468.6 are not filed within the time re-
quired, the investigator in charge shall
execute, In quadruplicate, a declaration
of forfeiture, one copy of which will tie
retained and the original and two copies
forwarded to the district supervisor.
The declaration should state that it is
made in accordance with section 609 (f
the Tariff Act of 1930 in the case of a
conveyance and with section 3724 of the
Internal Revenue Code in the case of a
firearm, and should follow, with nece,;-
sary modifications, Form 1570. There-
after the conveyance shall be disposed of
in accordance with official instructior.s
duly received by the district superviso:.
No notice of public sale of any such foi -
feited firearm shall be given and no such
firearm shall be sold at public sale. Any
such firearm forfeited as provided in
this section shall be delivered by the dis-
trict supervisor to the Director of Pro-
curement for appropriate disposition.

§ 468.8 Presentation for judicial ac-
tion. If the appraised value is greater
than $1,000, or if the appraised value Is
not more than $1,000 but a claim and
satisfactory bond have been received
(see § 468.6), the investigator in charge
shall transmit a copy of the report of
the seizing officer, and a supplemental
report of any pertinent facts and circum-
stances additional to those disclosed by
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the seizing officer's report (see § 468.2),
to the United States Attorney for the
judicial district in which the seizure was
made for Institution of condemnation
proceedings. If the seizure has been ad-
vertised the report shall include copies
of the newspapers containing the ad-
vertistment. Immediately upon refer-
ence of a case to the United States At-
torney, the district supervisor shall no-
tify the Deputy Commissioner. If
deemed appropriate, the Commissioner
will, in the case of a conveyance, request
the Director of Procurement to petition
the court for delivery of the same for
official use. See Treasury Decision 4625
(section 3), Cumulative Bulletin XV-1
(1936), page 492.

§ 468.9 Petitions for remission or mit-
igation of forfeiture. (a) Any person
interested in any conveyance or firearm
within the scope of the regulations in
this part which has been forfeited by
summary or administrative proceedings,
or which is held for summary or admin-
istrative forfeiture, may within the time
prescribed (see § 468.10) petition the
Secretary for remission or mitigation of
the forfeiture, and, If the conveyance or
firearm has been sold, or delivered to a
governmental agency for official use, for
restoration of the proceeds of sale or
such part thereof as may be claimed by
the petitioner. The petition shall be
filed in triplicate with the district super-
visor or the Investigator in charge.

(b) The petition shall be addressed to
the Secretary and shall be executed and
sworn to by the petitioner. The petition
shall state in clear and concise terms
the following:

(1) A complete description of the con-
veyance or firearm, including registra-
tion number and motor and serial num-
bers of the conveyance and the number
or other identifying mark of the firearm,
if any, the name of the owner, and of
the person from whom seized, as well as
the date and place of seizure.

(2) The interest of the petitioner In
the conveyance or firearm, which shall
be established by bills of sale, contracts,
mortgages, or other satisfactory docu-
mentary evidence filed with the petition.

(3) The circumstances, to be estab-
lished by satisfactory proof, relied upon
by the petitioner to Justify remission or
mitigation.

(c) Where the forfeiture and sale
have already occurred (see § 468.10), it
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must be established by satisfactory proof
that the petitioner did not know of the
seizure prior to the forfeiture, and was in
such circumstances as prevented him
from knowing thereof.

(d) Where the petitioner is not the
one who in person committed the act
which caused the forfeiture, the petition
should show how the property came Into
the possession of such other person, and
what investigation, if any, was made of
such person prior to parting with the
conveyance or firearm. If such inves-
tigation was not made, the reason for
not making it should be stated.

§ 468.10 Time for tling petition. A
petition for remission or mitigation of a
forfeiture must be seasonably filed.
Where the petition is for restoration of
the proceeds of sale, it must be filed
within three months after the date of
sale. In the case of a conveyance or
firearm which is retained or awarded for
official use, the retention or delivery shall
be regarded as a sale for the purposes of
the regulations in this part.

§ 468.11 Handling of petition. Where
the petition Is In proper form, the dis-
trict supervisor shall, upon completion of
any investigation necessary to determine
the merits of the petition, forward to the
Deputy Commissioner the original of the
petition (including all supporting docu-
ments), together with the original of the
investigation report, a copy of the case
report, a copy of the appraisement list,
and the district supervisor's recommen-
dation. One copy of the petition will
be retained by the district supervisor
and one copy by the Investigator in
charge.

§ 468.12 Expenses; disposition of pro-
ceeds. (a) Expenses in connection with
a seizure and forfeiture within the scope
of the regulations in this part shall be
paid from the internal revenue appro-
priation. Where a conveyance is for-
feited and sold through summary or
administrative proceedings, the investi-
gator in charge shall transmit to the
collector with the gross proceeds of the
sale a statement of all expenses incurred
in connection with the seizure and for-
feiture. The collector shall, after reim-
bursing the internal revenue appropri-
ation for all such expenses, deposit the
net proceeds as other internal revenue
receipts.

(b) Where a forfeited conveyance Is
transferred to another Federal agency
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such agency shall reimburse the internal
revenue appropriation for the costs of
hauling, transporting, towing and stor-
age from the date of seizure to the date
of delivery.

(c) If the forfeiture and sale be by
court proceedings, the sum recovered
after deducting all appropriate charges
for marshal's fees, court costs (where no
bond was given therefor), etc., is payable
to the collector. When such sum Is re-
ceived, the collector shall, after reim-
bursing the internal revenue appropri-
ation for all expenses incurred in
connection with the seizure before de-
livery of the conveyance to the marshal,
deposit the net proceeds as other in-
ternal revenue receipts. The investiga-
tor in charge shall transmit to the
collector immediately the conveyance is
delivered to the marshal a statement of
such expenses.

§ 468.13 Release on payment of ap-
praised value. (a) If any person claim-
ing an interest in any conveyance within
the scope of the regulations in this part
offers to pay the appraised value thereof
(see § 468.4), and it appears that the
claimant has in fact a substantial inter-
est in the conveyance, the Commissioner
may, subject to the approval of the Sec-
retary, accept the offer and release the
conveyance upon payment of the money,
which shall be distributed in accordance
with § 468.12.

(b) The offer must be in writing, ad-
dressed to the Secretary, signed by the
claimant, and submitted in triplicate to
the district supervisor or investigator in
charge. It must express assent to for-
feiture of the conveyance and waive fur-
ther proceedings. The offer shall be sup-
ported by such proof of ownership as in
the opinion of the district supervisor
Is necessary. The district supervisor
shall forward the offer to the Deputy
Commissioner and retain custody of the
conveyance pending action on the offer
and payment of the amount of the offer
if it Is approved.

§ 468.14 Awards. (a) Any person not
an officer of the United States who takes
and seizes any conveyance within the
scope of the regulations in this part, and
reports the matter to an officer of inter-
nal revenue or who furnishes informa-
tion leading to the forfeiture of such a
conveyance, may be awarded compensa-
tion of 25 percent of the net amount
realized, but not exceeding $50,000 in any
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case which shall be paid out of the in-
ternal revenue appropriation. If a for-
feited conveyance is destroyed in lieu of
sale, or devoted to official use, comp en-
sation of 25 percent of the appraised
value, not to exceed $50,000 in any case,
may be awarded and paid. Awards may
not be paid out of the proceeds of sale.

(b) When information of the exist-
ence of legal basis for seizure is fur-
nished to an internal revenue officer in
writing, the original will be forwarded
immediately to the Commissioner. The
officer shall retain a copy. If the infor-
mation is furnished orally, a memoran-
dum thereof will be made and likewise
forwarded. However, appropriate ac'ion
shall be taken in the case without await-
ing instructions from the Commissioner.

(c) The claim of an informer, or of a
detector and seizor, shall be executed
in triplicate on Form No. 211, appro-
priately amended. The original of the
claim for compensation shall contain
the signatures of the respective parties
to the claim. Any number of additional
copies necessary to complete the district
supervisor's files may be required. The
claim must show the date when, and the
circumstances under which, the infor-
mation was furnished or the conveyance
was detected and seized, and fairly state
all the pertinent facts of the case.

(d) The district supervisor of the dis-
trict in which the claim originated will
attach a statement showing the follow-
ing facts: (1) The place of seizure; (2)
the date of seizure; (3) the statutes on
the violation of which the seizure was
based; (4) a full description of the con-
veyance and any other property seized;
(5) the names of the persons involved in
the violation; (6) the net amount real-
Ized from the foreitures; (7) the date
when the amount realized was deposited,
and the amount of the certificate ol de-
posit; (8) the amount paid in compro-
mise, if any, and the date of payment;
(9) the amount of expenses payable from
the internal revenue appropriation; and
(10) if the conveyance was released upon
payment of the appraised value, or the
conveyance was devoted to official use,
the appraised value, as well as costs and
expenses incurred, or that would properly
have been incurred had the ordinary
procedure been followed.

(e) The district supervisor shall tndi-
cate his approval or disapproval of the
claim and shall certify whether or not the
claimant was an officer of the United
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States, and if an informer, whether he
furnished the original information in the
case, and if a detector and seizor, whether
the claimant actually detected and seized
the conveyance, and in either case
whether any person other than the claim-
ant gave original information in the
case.

(f) Claims will be transmitted by the
district supervisor to the Commissioner
In duplicate. Where there is a decree or
order of court designating the informer
a copy thereof shall also be forwarded.
In a contested case the district super-
visor shall forward the applications of all
claimants and furnish a statement of the
facts bearing on the merits of the several
claims together with his recommenda-
tion.

§ 468.15 Payments to officers pro-
hibited. If any officer of the United
States directly or indirectly receives, ac-
cepts, or contracts for the receipt of, any
portion of any award which may accrue
to any person detecting and seizing, or
furnishing information in a case within
the scope of the regulations in this part,
he will be guilty of a felony, and upon
conviction will be liable to a fine of not
more than $10,000, or imprisonment for
not more than 2 years, or both fine and
imprisonment, and shall be thereafter
ineligible to any office. Any money or
property so paid may be recovered.
IT. D. 4961, 5 F. R. 107]

§ 468.16 Procedural details. With re-
spect to procedural details not expressly
covered by the regulations in this part,
district supervisors and other officers will
follow the procedure governing the for-
feiture and disposition of personal prop-
erty seized under other laws adminis-
tered by the Alcohol Tax Unit, in so far
as applicable and not Inconsistent with
these or any other regulations or any
statutory provision, with such variations
as may be appropriate in the circum-
stances.

Part 471 -Acceptance of Treas-
ury Notes in Payment of In-
come, Estate, and Gift Taxes

Sec.
471.1 Acceptance of Treasury Notes of Tax

Series A-1943, B-1943, A-1944, B-
1944, A-1945, Treasury Notes of Tax
Series C, and Treasury Savings
Notes, Series C, in payment of in-
come (including excess profits),
estate and gift taxes.

Sec.
471.2 Procedure with respect to Treasury

Notes of Tax Series A-1943, B-1943,
A-1944, B-1944, A-1945, Treasury
Notes of Tax Series C, and Treasury
Savings Notes, Series C.

§ 471.1 Acceptance of Treasury Notes
of Tax Series A-1943, B-1943, A-1944,
B-1944, A-1945, Treasury Notes of Tax
Series C, and Treasury Savings Notes,
Series C, in payment of income (includ-
ing excess profits), estate and gilt taxes.
(a) Notes of the United States desig-
nated as Treasury Notes of Tax Series
A-1943, B-1943, A-1944, B-1944, A-1945,
Treasury Notes of Tax Series C, and
Treasury Savings Notes, Series C, may
be accepted in payment of income taxes
(current and back personal and corpora-
tion taxes, and excess profits taxes) and
estate and gift taxes (current and back),
at par and interest accrued to the month,
inclusive, in which presented (but no
accrual beyond the maturity date). Col-
lectors of internal revenue are author-
ized and directed to accept such notes
during and after the second calendar
month after the month of purchase (as
shown by the issuing agent's dating
stamp on each note). For example, a
note of Tax Series A-1945 purchased in
September 1942 may be accepted in No-
vember 1942 but such a note purchased
in October 1942 may not be accepted until
December 1942.

(b) Such notes may be accepted only
in payment of income (including excess
profits), estate, and gift taxes (current
and back) due from the original pur-
chaser thereof or his estate. Such notes
shall be in the name of the taxpayer
(individual, corporation, or other entity)
and may be presented for tax payment
by only the taxpayer, his agent, or his
estate. There is no limit upon the
amount of such notes which may be ac-
cepted in payment of income (including
excess profits), estate or gift taxes.

(c) Such notes; inscribed in the name
of a taxpayer, may be accepted in pay-
ment of income tax withheld at the
source by such taxpayer, and such notes
inscribed in the name of a taxpayer may
be accepted in payment of transferee
liability assessed against such taxpayer
for income (including excess profits),
estate, or gift taxes.

(d) Collectors of internal revenue
shall not in any case allow credit to a
taxpayer on account of such notes, or ac-
cept such notes, for an amount greater,
than their principal amount plus accrued
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interest, nor shall such notes be accepted
in an amount (including accrued inter-
est) greater than the unpaid liability of
the taxpayer. Such notes shall be for-
warded to the collector of internal reve-
nue with whom the tax return is filed, at
the risk and expense of the taxpayer,
and, for the taxpayer's protection, should
be forwarded by registered mail, if not
presented in person.
(53 Stat. 467, sec. 1, 40 Stat. 1309, as amended;
26 U. S. C. 3791, 31 U. S. C. 753. Interprets or
applies 53 btat. 447; 26 U. S. C. 3657) [T. D.
5308, 8 P. R. 163181

§ 471.2 Procedure with respect to
Treasury Notes o1 Tax Series A-1943,
B-1943, A-1944, B-1944, A-1945, Treas-
ury Notes of Tax Series C, and Treasury
Savings Notes, Series C. Deposits of
Treasury Notes of Tax Series A-1943,
B-1943, A-1944, B-1944, A-1945, Treas-
ury Notes of Tax Series C, and Treasury
Savings Notes, Series C, received in pay-
ment 6f taxes shall be made by the col-
lector of internal revenue in a Federal
Reserve Bank or a branch Federal Re-
serve Bank. Prior to deposit the col-
lector of internal revenue will certify on
the reverse side of the notes that they
were received in payment of income (in-
cluding excess profits), estate, or gift tax,
as the case may be, and will show in the
endorsement stamp the date of deposit.
(53 Stat. 467, sec. 1, 40 Stat. 1309, as amended;
26 U. S. C. 3791, 31 U. S. C. 753. Interprets
or applies 53 Stat. 447; 26 U. S. C. 3657)
fT. D. 5308, 8 F. R. 163181

Part 472-Regulations U n d e r
Section 3804 of the Internal
Revenue Code

Subpart A-Introductory Provisions
Sec.
472.0 Scope of part.
472.1 Introductory provisions.

Subpart B-General Provisions
472.101 Definitions and use of terms.
472.102 Acts postponed.
472.103 Computation of time.
472.104 Exceptions.
472.105 Notices to Commissioner under sec-

tion 3804 (e) (2) and (3).
472.106 Different periods of time disregarded

with respect to same matter.
472.107 Computation of amount of credit

or refund and of interest thereon.

Subpart C-Tax of Member of Armed Forces
472.201 Application of Subpart C.
472.202 Income tax due dates for taxable

years beginning after December
81. 1940.

Sec.
472.203 Tax liability in general.

Subpart D-Joint Return if Husband or Wife Is
Member of Armed Forces

472.301 Joint return if husband or wife is
member of armed forces.

Subpart E-Income Tax of Spouse of Member
of Armed Forces

472.401 Application of Subpart E.
472.402 Return and tax payment if spcuse's

gross income is $1,200 or ovcr.
472.403 Income tax due dates postponed if

spouse's gross income is less than
$1,200.

472.404 Matters other than due dates.
472.405 Income of spouse under commu-

nity property law.

Subpart F-Tax of Individual Not Membr of
Armed Forces

472.501 Application of Subpart F.
472.502 Circumstances under which parlod

of time is disregarded.
472.503 Period of time disregarded.

Subpart G-Joint Return If Neither Huskand
nor Wife Is Member of Armed Forces

472.601. Joint return if neither husband nor
wife is member of armed forces.

Subpart H-Income Tax of Spouse of Individual
Not Member of Armed Forces

472.701 Application of Subpart H.
472.702 Return and tax payment if spcuse's

gross income is $1,200 or ovel.
472.703 Income tax due dates postponed if

spouse's gross income is less than
$1,200.

472.704 Matters other than due dates.
472.705 Income of spouse under community

property law.

Subpart I-Tax of Corporations, Trusts, and
Estates

472.801 Application of Subpart I.
472.802 Circumstances under which p eriod

of time is disregarded.
472.803 Period of time disregarded.
472.804 Inspection of determinations made

by the Commissioner.
472.805 Interest payable by foreign corpo-

rations subject to section 231 (a),
I. R. C.

472.806 China Trade Act corporations.

Subpart J-Tax of Individual in Extraordinary
Circumstances

472.901 Application of Subpart J.
472.902 Circumstances under which period

of time is disregarded.
472.903 Period of time disregarded.
472.904 Inspection of determinations made

by the Commissioner.

AuTHORITY: § 472.0 to 472.904 issued tunder
53 Stat. 467; 26 U. S. C. 3791. Interpret or
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apply sec. 507 (a), 56 Stat. 961; 26 U. S. C.
3805.

SOURCE: §§ 472.0 to 472.904 contained in
Treasury Decision 5279, 8 F. R. 9602, except
as noted following sections affected.

SUBPART A-INTRODUCTORY PROVISIONS

§ 472.0 Scope of part-(a) Subjects
covered. The regulations in this part
relate to the provisions of sections 3804
and 3805 of the Internal Revenue Code,
added by section 507 of the Revenue Act
of 1942, enacted October 21, 1942, con-
cerning the postponement, by reason of
the present war, of the time for per-
forming certain acts. They deal with:

(1) The acts (with respect to which
periods of time may be disregarded)
specified in section 3804 and these regu-
lations. For a list of such acts, see
section 3804 (a) (1) and § 472.102.

(2) The circumstances under which
periods of time are disregarded under
section 3804 (a) and section 3804 (b) in
determining whether the acts referred
to above are timely performed, and in
determining amounts of interest and of
refunds and credits.

(3) The duration of the period of
time to be disregarded under section
3804 in each case, expressed in some
cases In terms of a postponed due date
and in others in terms of a period of
days to be excluded, in determining
whether an act is timely performed and
In determining amounts of interest and
of refunds and credits.

(4) General limitations and excep-
tions under section 3804.

(5) Postponement under section 3805
of certain income tax due dates of
China Trade Act corporations.

(b) Treasury Decision 5216 super-
seded. The preliminary regulations un-
der section 3804 (relating to certain no-
tices to the Commissioner of Internal
Revenue under section 3804 (e) (2) and
(3)), prescribed by Treasury Decision
5216, approved January 19, 1943, are
hereby superseded. For provisions now
In force relating to such notices to the
Commissioner, see § 472.105.

§ 472.1 Introductory provisions-(a)
Taxes to which section 3804 is applica-
ble. Section 3804 is applicable only in
the case of Federal taxes. But the sec-
tion is applicable to all Federal taxes,
whether income tax, manufacturers' ex-
cise tax, or any other tax, and whether
imposed by the Internal Revenue Code

or by any other internal revenue law.
While the section is applicable to all
Federal taxes, it is not applicable to all
acts with respect to each tax. For a list
of the acts to which the section has ap-
plication, see § 472.102.

(b) General purpose of section 3804.
Section 3804 has for its purpose the post-
ponement of the time for performing
acts affecting Federal tax liabilities and
rights in the cases specified in the sec-
tion in which timely performance is im-
possible or impracticable by reason of
the war. Such cases include those in
which individuals are outside the Amer-
icas, or in which members of the mili-
tary or naval forces of the United States
are serving outside the continental
United States (including cases in which
such members are serving on sea duty).
Impairment or stoppage of transporta--
tion and communications in the forego-
ing cases makes clear the necessity for
the suspension of time limitations, both
In the case of acts to be performed by
the taxpayer (for example, making a
return and payment of income tax, or
filing a claim for refund or credit of
any tax) and in the case of acts to be
performed by the Government (for ex-
ample, the assessment or collection of
any tax). In some cases assets and es-
sential records of taxpayers (including
taxpayers other than individuals) are in
an enemy country or enemy controlled
territory; and in such cases, depending
upon the circumstances, a period of time
may be disregarded under section 3804
(see Subparts I and J of this part).

(c) Outline of section 3804. Section
3804 (a) relates only to the tax liability
of individuals outside the Americas, but
is applicable whether or not the indi-
vidual is a citizen or resident of the
United States.

Section 3804 (b) relates to the tax
liability of corporations, trusts, and es-
tates, and, in cases in which no period
of time Is disregarded under section 3804
(a) or with respect to which a different
or additional period of time Is to be dis-
regarded, to the tax liability of individ-
uals. Section 3804 (b) is operative only
as provided by these regulations.

Section 3804 (c) contains an over-all
limitation on the period of time to be
disregarded under section 3804. Section
3804 (c), as amended by section 13 of
the act approved August 8, 1947 (Public
Law 384, 80th Congress), provides that
the period of time disregarded under
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section 3804 in respect of any tax liabil-
ity shall in no event extend beyond the
date specified in subparagraphs (1) or
(2.) of this paragraph, whichever is the
earlier:

(1) December 31, 1947, or such date
later than December 31, 1947, as the
Commissioner of Internal Revenue may
fix in any case in which he makes a de-
termination under section 3804 (b), if
such determination is made after August
8, 1947, and is based on the existence
prior to January 1, 1948, of one or more of
the circumstances specified in paragraph
(1), (2), or (3) of section 3804 (b); or

(2) In the case of an individual with
respect to whom a period of time is dis-
regarded under section 3804, the 15th day
of the third month following the month
in which an executor, administrator, or
a conservator of the estate of such indi-
vidual qualifies.

Section 3804 (d) contains exceptions
to the general rules under section 3804
for postponing the time for performing
certain acts.

Section 3804 (e) contains definitions.
(d) Provisions of section 507 (b) of

Revenue Act of 1942-(1) Public Law 490
(77th Congress). Sections 13 and 14 of
the Act approved March 7, 1942 (Public
Law 490, 77th Congress) postpone the
due dates for filing income tax returns
and paying income tax (for taxable years
beginning after December 31, 1940) in
case of certain members of the military
or naval forces of the United States serv-
ing on sea duty or serving outside the
continental United States, and in case
of certain civilian employees of the
United States detained by enemy govern-
ments or besieged by enemy forces. Un-
der the provisions of section 507 (b) (1)
of the Revenue Act of 1942, the time for
filing the returns and paying the tax in
such cases may not be shortened under
any provision of section 3804, except sec-
.tion 3804 (d) (1) (relating to tax in
jeopardy, bankruptcy and receiverships,
and transferred assets).

The postponed due date under these
regulations in every case to which sec-
tions 13 and 14 of Public Law 490 apply
is the same date as for a later date than
that provided under such sections, ex-
cept as provided in section 3804 (d) (1).
The due dates fixed under these regula-
tions therefore govern in all such cases.
(See § 472.202, 472.502, and 472.503.)

(2) Soldiers' and Sailors' Civil Relief
Act of 1940. Section 513 of the Soldiers'

and Sailors' Civil Relief Act of 1940 au-
thorizes the deferment of collection of
income tax from any person in the ill-
tary service (as defined in such act)
whose ability to pay the tax is materially
Impaired by reason of such service.
Under the provisions of section 507 (b)
(2) of the Revenue Act of 1942, if such
a deferment for any taxable year is
granted such person, the time for paying
the tax for such year may not be short-
ened under any provision of section :3804
except section 3804 (d) (1) (relating to
tax in jeopardy, bankruptcy and re-
ceiverships, and transferred assets).
Except in cases to which section 3804
(d) (1) applies, no provision of these
regulations shall be construed to shorten
the time which is allowed under section
513 with respect to any taxable year for
paying the income tax for such yerr.

(e) Provisions of section 507 (c) o) the
Revenue Act of 1942. Section 507 (c)
of the Revenue Act of 1942 provides , in
part, that section 3804 shall be effective
as if it were enacted on December 7,
1941; except that the phrase "date of
enactment of this section", when used
in sections 3804 (d) (3) and 3804 (e) (2)
and (3) means the date of enactment
of the act, that is, October 21, 1942. 3ec-
tion 507 (c) also provides for the relund
or credit of any amount of interest, pen-
alty, additional amount, or addition to
the tax collected at any time (whether
before, on, or after October 21, 1942)
with respect to any period required to be
disregarded under section 3804. Nc in-
terest is payable by the United States
upon the amount of any such refund or
credit.
[T. D. 5279, 8 F. R. 9602, as amended by
T. D. 5610, 13 F. R. 1477]

SUBPART B-GENERAL PROVISIONS
§ 472.101 DefinitIons and use of terms.

As used in the regulations in this part:
(a) The terms defined in the app~ica-

ble laws shall have the meanings so as-
signed to them.

(b) The term "member of the military
or naval forces of the United Sta tes"
includes any individual in the Army of
the United States, the United States
Navy, the Marine Corps, the Coast Guard,
the Army Nurse Corps, Female, the Wom-
en's Army Auxiliary Corps, the Women's
Army Corps, the Navy Nurse Corps, Fe-
male, the Women's Reserve branch of
the Naval Reserve, the Women's Reserve
branch of the Coast Guard Reserve, and
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the Women's Reserve branch of the Ma-
rine Corps Reserve (Marine Corps Wom-
en's Reserve), and any commissioned
officer of the Coast and Geodetic Survey
or of the Public Health Service.

(c) The term "active duty" includes
active service in any branch of the mili-
tary or naval forces of the United States
mentioned in paragraph (b) of this sec-
tion, as well as the period during which a
member of the military or naval forces
of the United States on active duty is ab-
sent therefrom on account of sickness,
wounds, leave, or other lawful cause.

(d) The term "continental United
States" means the States of the Union
and the District of Columbia.

(e) The term "Americas" means
North, Central, and South America (in-
cluding the West Indies, Bermuda, New-
foundland, and the Aleutian Islands, but
not Greenland or Iceland), and the Ha-
waiian Islands.

(f) The term "tax" or "tax liability"
means any tax due the United States
under any internal revenue law (includ-
ing any interest, penalty, additional
amount, or addition to the tax) or any
other liability to the United States in
respect thereof.

(g) The term "Commissioner" means
the Commissioner of Internal Revenue.

(h) The term "collector" means col-
lector of internal revenue.
[T. D. 5279, 8 F. R. 9602, as amended by T. D.
5610, 13 F. R. 14781

§ 472.102 Acts postponed-(a) Acts
specified in section 3804 (a) (1) (G),
(H), (I), and (J). The acts specified in
subsection (a) (1) (G), (H), (I), and (J)
of section 3804 with respect to which a
period of time may be disregarded under
such section in determining whether
such acts are timely performed are:

(1) Assessment of any tax.
(2) Giving any notice with respect to,

or making any demand for the payment
of, any tax.

(3) Collection, by the Commissioner
or the collector, by distraint or any other
proceeding, of any tax.

(4) Bringing suit by the United
States, or any officer on its behalf, for
any tax.

(b) Other acts. The other acts with
respect to which a period of time may be
disregarded under section 3804 in de-
termining whether such acts are timely
performed are:

(1) Filing any return of income, es-
tate, or gift tax (except the return by a
withholding agent of income tax re-
quired to be withheld at source and the
return by an employer of income tax
imposed by chapter 9 of the Internal
Revenue Code or any law' superseded
thereby).

(2) Payment of any income, estate, or
gift tax (except payment by a withhold-
ing agent of income tax required to be
withheld at source and payment by an
employer of income tax imposed by
chapter 9 of the Internal Revenue Code
or any law superseded thereby) or any
installment of such tax.

(3) Filing a petition with the Board
of Tax Appeals or The Tax Court of the
United States for redetermination of a
deficiency, or for review of a decision
rendered by such Board or Tax Court.

(4) Allowance of a credit or refund of
any tax.

(5) Filing a claim for credit or refund
of any tax.

(6) Bringing a suit upon a claim for
credit or refund of any tax.

(7) Release of a power of appointment,
as defined in section 811 (f) (2), I. R. C.,
which was created on or before October
21, 1942, except in the case of a release by
a person under a legal disability who
by reason thereof is granted a longer
period under any provision of the inter-
nal revenue laws than under these reg-
ulations within which to effect such
release.

(8) Release of a power of appointment,
as defined in section 1000 (c), I. R. C.,
which was created on or before October
21, 1942, except in the case of a release
by a person under a legal disability who
by reason thereof is granted a longer
period under any provision of the inter-
nal revenue laws than under these reg-
ulations within which to effect such
release.

(9) Filing any return of capital stock
tax for any year ending on or after June
30, 1942.

(10) Payment of any capital stock tax
for any year ending on or after June 30,
1942.

(11) Relinquishment by the grantor,
as provided in section 1000 (e), I. R. C., of
power to change the disposition of the
property in certain trusts described in
such section or the income therefrom.
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(12) In the case of the written election
of the shareholder (other than a corpo-
ration), the filing required by section
112 (b) (7) (D), I. R. C., within 30 days
after the adoption of the plan of liquida-
tion, but only if the 80 percent require-
ment of section 112 (b) (7) (C) (I) Is
satisfied by the filing of elections which
are timely without regard to this provi-
sion of the regulations in this part.
[T. D. 5279, 8 F. R. 9602, as amended by T. D.
5293, 8 F. R. 12083, T. D. 5429, 10 F. R. 697,
T. D. 5444, 10 F. R. 2574]

§ 472.103 Computation of time. For
the purposes of the regulations in this
part, in determining the duration of any
period of time during which a member of
the military or naval forces of the
United States is serving on sea duty or
outside the continental United States,
the period shall be deemed to commence
at the first moment of the day following
the date on which the member com-
mences to serve on sea duty or at the
first moment of the day following the
date of departure of the member from
the continental United States, as the
case may be, and shall be deemed to ter-
minate at the last moment of the date on
which the member ceases to serve on sea
duty or the date of return of the member
to the continental United States, as the
case may be. A similar rule is applica-
ble to the determination of the duration
of any period of time during which an
individual is outside the Americas.

§ 472.104 Exceptions-(a) Tax in
jeopardy; bankruptcy and receiverships;
transferred assets. Section 3804 (d) (1)
contains exceptions in certain cases
under which collection of tax and action
preliminary thereto may be effected not-
withstanding the fact that in such cases
such collection or action would other-
wise be stayed because a period of time
Is or would be disregarded under the
provisions of section 3804. Such excep-
tions are applicable to cases relating to
tax in jeopardy, bankruptcy and re-
ceivership, and transferred assets.

For example, if the 90-day or 150-day
period after the mailing of notice of a
deficiency of income tax of an individual
(before the expiration of which the as-
sessment of the deficiency is prohibited
under section 272 (a), I. R. C.) is ex-
tended under the terms of section 3804
(a) by reason of the individual being out-
side the Americas for more than 90 days,
the deficiency may nevertheless by reason
of section 3804 (d) (1) be assessed before

the expiration of such extended period if
the Commissioner believes that the as-
sessment or collection of the deficiency
will be jeopardized by delay. Similarly,
for example, if the 10-day period after
notice and demand under section 3690,
I. R. C. (before the expiration of which
collection of certain taxes by distraint
and sale is prohibited under section 3690)
is extended under the terms of sect:on
3804 (a) by reason of an Individual be: ng
outside the Americas for more than 90
days, collection by distraint and sale may
nevertheless by reason of section 3804 1 d)
(1) be effected before the expiration of
such extended period if the tax is in
jeopardy.

If under any provision of law the Com-
missioner or the collector is, in any case
to which section 3804 (d) (1) is applied,
required to give any notice to or make
any demand upon any person, and If
the address of such person last known to
the Commissioner or collector is in an
area for which United States post offices
under instructions of the Postmaster
General are not, by reason of the var,
accepting mail for delivery at the time
the notice or demand is signed, the re-
quirement for giving notice or making
demand is deemed to be satisfied If ;he
notice or demand is prepared and signed.
In such case, the notice or demand is
deemed to have been given or made upon
the date it is signed. In each such case
a record, available for inspection by ny
person, relating to the notice or demand,
shall be maintained in the Office of the
Commissioner. There shall be set foth
in such record the name and last known
address of the taxpayer, a statement of
the character of the notice or demand
or a reference to the provision of law
under which it is issued, the date on
which the notice or demand was signed,
and the taxable period and kind of tax
involved.

(b) Action taken before ascertain-
ment of right to benefits. Section 3:304
(d) (2) contains an exception which has
the effect of validating action taken,
without regard to a period of time re-
quired to be disregarded under sectt.on
3804 but otherwise pursuant to law, in
collecting tax or taking action prelim-
inary thereto if such action is taken
prior to the time it Is ascertained that
the person concerned is entitled to the
benefits of section 3804. Section 3804
(d) (2) applies to cases in which the
action taken would, except for such sec-
tion 3804 (d) (2), be prohibited. Thus,

Page 354

§ 472.103



Chapter I-Bureau of Internal Revenue

for example, if the facts of a case are
such that a period of time is disregarded,
thereby extending the 10-day period un-
der section 3690, I. R. C., after notice and
demand before the expiration of which
distraint and sale is prohibited, but prop-
erty of the taxpayer Is distrained upon
and sold before the expiration of such ex-
tended period, the collector not being
aware of the extension of the period, the
distraint and sale are nevertheless valid.
See, however, section 507 (c) of the Rev-
enue Act of 1942 under which the tax-
payer may obtain a refund or credit
(without interest) of the amount col-
lected from him, if any, of interest,
penalty, additional amount, or addition
to the tax (but not of the tax itself)
which is attributable to any period re-
quired to be disregarded.

Section 3804 (d) (2) does not apply to
cases in which a lapse of time is not,
under the law pursuant to which action
is taken, a condition precedent to the
taking of such action, and in which
therefore neither section 3804 (a) nor
section 3804 (b) may operate to preclude
the taking of such action prior to the ex-
piration of an extended period of time.
Thus, for example, an investigation to
determine liability for any tax may be
made, or an assessment of manufac-
turers' excise tax or alcohol tax may be
made, even after it is ascertained that
the taxpayer is entitled to the benefits of
section 3804 (a) or (b), since under the
law pursuant to which such investiga-
tion or assessment is made no lapse of
time is prescribed as a condition prec-
edent to the taking of such action.

(c) Expiration of period of limitations
prior to October 21, 1942. Section 3804
(d) (3) provides that section 3804 shall
not operate to extend the time for per-
forming any act specified in section 3804
(a) (1) (G), (H), (I), or (J) (see
§ 472.102 (a) if such time under the law
in force prior to October 21, 1942 (the
date of enactment of the Revenue Act of
1942), expired prior to such date.

§ 472.105 Notices to Commissioner un-
der section 3804 (e) (2) and (3)-(a)
Requirement. If a period of time is dis-
regarded under any provision of section
3804, the time within which the acts
specified in section 3804(a) (1) (G), (H),
(I), or (J) (see § 472.102 (a)) may be
performed by or on behalf of the Gov-
ernment may be extended indefinitely
(subject to the limitations provided in
section 3804 (c) (1) and (d) (3)) unless

the notice provided for in section 3804
(e) (2) or (3) Is given to the Commis-
sioner. For purposes of determining
whether such acts are timely performed,
the event fixing the date of termination
of the period to be disregarded, if such
event occurred after October 21, 1942
(the date of the enactment of the Reve-
nue Act of 1942), shall not be deemed to
have occurred until the notice (described
In paragraph (b) of this section) of such
event is received by the Commissioner.

The notice provided for In section 3804
(e) (2) or (3) should be furnished by
the person concerned to the Commis-
sioner of Internal Revenue, Washington,
D. C., after the occurrence of one of the
following enumerated events, in' case a
period of time is disregarded under sec-
tion 3804 (including cases in which a
period of time is disregarded under Sub-
part I or J of this part) and the date of
termination of such period is dependent
upon the time when:

(1) An individual (whether or not the
taxpayer) returns to the Americas; or

(2) An individual (whether or not the
taxpayer) in the military or naval forces
of the United States returns to the con-
tinental United States or ceases to serve
on sea duty; or

(3) An individual (whether or not the
taxpayer) leaves an area of enemy ac-
tion or control; or

(4) A person qualifies as executor, ad-
ministrator, or conservator of the estate
of an individual with respect to whom a
period of time is disregarded under sec-
tion 3804.

In order that periods of time within
which acts may be performed, and inter-
est or penalty, if any, may be properly
computed, notice should be furnished to

* the Commissiofier in every case in which
the termination of a period disregarded
under section 3804 is dependent upon the
time when an individual returns to the
Americas or to the continental United
States, or upon the time when an indi-
vidual ceases to serve on sea duty, or
upon the time when an individual leaves
an area of enemy action or control, or
upon the time when an executor, admin-
istrator, or conservator qualifies as such.
Thus, the notice should be furnished in
those cases in which the event (fixing
the date of termination of the period to
be disregarded) occurred on or before
October 21, 1942, although in such cases
failure to furnish the notice does not
under the provisions of section 3804 (e)
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(2) or (3) extend the period within
which the Government may perform the
acts specified in section 3804 (a) (1)
(G), (H), (I), or (J).

With the exception noted in the last
preceding sentence, the consequence of
failure to furnish the information called
for in paragraph (b) is the extension
in favor of the Government of the time
within which the acts specified in sec-
tion 3804 (a) (1) (G), (H), (I), and (J)
may be performed. Such failure cannot
operate to extend the time within which
other acts specified in section 3804 (see
§ 472.102 (b)) may be performed. While
no time is prescribed for furnishing the
information, it is to the advantage of
the taxpayer that the information be
furnished as promptly as possible for
each period disregarded under section
3804.

(b) Form and contents of notice. No
particular form is prescribed for giving
the notice provided for in section 3804
(e) (2) or (3). The notice shall be filed,
in duplicate, with the Commissioner of
Internal Revenue, Washington, D. C.,
and it shall be stated therein that the
notice is filed pursuafit to section 3804
of the Internal Revenue Code.

Each such notice shall be signed and
dated by the person filing it, and shall
contain the following information:

(1) Name and present address of the
taxpayer.

(2) Name and present address of the
person furnishing the information, if not
furnished by the taxpayer.

(3) Kind and amount of tax or taxes
which are believed to be involved (for
example, income, estate, or gift tax).

(4) Address of each collector with
whom returns of the tax or taxes in-
volved have been or are intended to be
filed.

(5) Each taxable year or period be-
lieved to be involved.

(6) For the period, if any, during
which the individual was a member of
the military or naval forces of the
United States, (I) if outside the conti-
nental United States or serving on sea
duty on December 7, 1941, the last date
prior to December 7, 1941, on which the
individual left the continental United
States or commenced to serve on sea
duty; (ii) each date after December 6,
1941, on which the individual left the
continental United States or commenced
to serve on sea duty; and (iII) each date

after December 6, 1941, on which the
individual returned to the continerLtal
United States or ceased to serve on sea
duty.

(7) For the period, if any, during
which the individual was not a member
of the military or naval forces of the
United States, (1) if outside the Americas
on December 7, 1941, the last date prior
to December 7, 1941, on which the in-
dividual left the Americas and the name
of the port of departure; (i) each date
after December 6, 1941, on which the in-
dividual left the Americas and the name
of each port of departure; and (iii) each
date after December 6. 1941, on which
the individual returned to the Americas
and the name of each port of entry.

(8) If any period of time is disre-
garded under section 3804 by reason of
an individual being in a locality which is
an area of enemy action or control (see
Subparts I and J), the beginning and
ending dates of each period after D)e-
cember 6, 1941, during which the in-
dividual was within such a locality md
the name of the locality.

(9) In the case of a person who has
qualified as an executor, administrator,
or conservator of the estate of an indi-
vidual with respect to whom a period of
time is disregarded under section 3E04,
the date on which, and the name End
location of the court in which, such per-
son qualified as such, together with the
information called for in subparagraphs
(1) to (8) of this paragraph.

In case more than one period of time
is disregarded under section 3804 with
respect to a taxpayer, Information previ-
ously furnished in such case to the Com-
missioner in notices given under this
section of the regulations in this part
need not be included In subsequent no-
tices to the Commissioner thereunder.

In case a person, having the intent of
giving notice pursuant to the provisions
of section 3804, furnishes the notice prior
to the receipt by such person of advise
as to the requirements of this sectLon
of the regulations in this part (whether
before or after the promulgation there-
of), such notice will be considered as
satisfying such provisions as of the date
of actual receipt thereof in Washington,
D. C., by the Commissioner, if in the
opinion of the Commissioner there has
been substantial compliance with this
section. A notice furnished to a col-
lector will not be considered as a notice
to the Commissioner.
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§ 472.106 Different periods of time
disregarded with respect to same matter.
This section applies to the case of any
person with respect to whom under one
provision of the regulations in this part a
specified period of time is disregarded in
the determination of any matter, and
under another provision of the regula-
tions in this part a longer period of time
is disregarded in the determination of
the same matter. Unless a contrary in-
tent is expressly indicated in the regula-
tions in this part or in a determination
by the Commissioner with respect to such
person, the longer period of time shall be
the one disregarded in determining
whether the act is timely performed.
For example, If a member of the military
forces of the United States who is serv-
ing on active duty outside the continental
United States on March 15; 1943, returns
to the continental United States on May
29, 1943, and does not again serve outside
the continental United States until after
September 15, 1943, under § 472.202 the
due date for filing the separate income
tax return of the member and paying the
tax for the taxable year beginning on
January 1, 1942, is September 15, 1943.
If the spouse of such member has gross
income of less than $1,200 for the taxable
year beginning on January 1, 1942, under
§ 472.403 the due date for filing the sepa-
rate income tax return of the spouse and
paying the tax for such taxable year is
likewise September 15, 1943. If, how-
ever, the spouse leaves the Americas on
December 1, 1942, and returns thereto on
November 2, 1943, under § 472.503 the due
date for filing the separate income tax
return of the spouse and paying the tax
for the taxable year beginning on Janu-
ary 1, 1942, is January 31, 1944 (the 90th
day after the date of the return of the
spouse to the Americas). Inasmuch as
the longer period of time is to be disre-
garded under the provisions of this sec-
tion, the due date for filing the income
tax return of the spouse and paying the
tax for the taxable year is January 31,
1944, instead of September 15, 1943. (In
the foregoing example it is assumed that
the member had for the taxable year
gross Income of $1,200 or more. For that
reason the due date of the member for
filing a separate income tax return and
paying the tax for the taxable year is not
postponed under § 472.702 or § 472.703 by
reason of the spouse of the member being
outside the Americas.)

This section also applies in case under
one provision no period of time is disre-

garded and under another provision a
period of time is disregarded, and in such
case a similar rule shall be applied, that
is, unless a contrary intent is expressly
indicated in these regulations or In a
determination by the Commissioner, the
disregarded period of time is applicable
In determining whether the act is timely
performed. For example, if a wife's
gross income is $1,200 or more for the
taxable year beginning on January 1,
1942, the due date of her separate income
tax return and of payment of the tax for
such taxable year is not postponed under
§ 472.402, even though the due date of
her husband's return and tax payment
for such year is postponed under § 472.-
202 by reason of his being a member of
the naval forces of the United States
serving on sea duty. But if her due date
for such taxable year is postponed under
§ 472.502, by reason of her being outside
the Americas, the disregarded period of
time prescribed in § 472.503 is applicable
in determining whether her return is
timely filed and her tax is timely paid.

§ 472.107 Computation of amount of
credit or refund and of i n t e r e s t
thereon-(a) Application of section.
This section applies to the determina-
tion of the period of time, if any, which
shall be disregarded under the regula-
tions in this part for the purpose of de-
termining under the internal revenue
laws the amount of any credit or refund
and the amount of interest upon any
credit or refund.

(b) General rule. If any period of
time is disregarded under the regulations
in this part with respect to any tax-
payer in determining whether any act
specified in § 472.102 is timely performed,
such period of time shall also be disre-
garded for the purpose specified in para-
graph (a), except In the cases specified
in paragraph (c) (2), (3), and (4) of
this section.

(c) Exception when amount of credit
or refund would not be affected-l)
Application of paragraph. This para-
graph applies only to cases in which the
disregarding of the period of time pre-
scribed in paragraph (b) of this section
would not result:

(i) In a credit or refund being allow-
able where a credit or refund would not
otherwise be allowable, or

(ii) In a greater amount of credit or
refund being allowable than would
otherwise be allowable.
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(2) When taxpayer is an individual
and section 3804 (a) is applicable. In
case the taxpayer is an individual, if:

(i) The facts of the particular case
are such that the conditions specified in
paragraph (c) (1) of this section is met,
and

(ii) A period of time is required to be
disregarded under section 3804 (a) by
reason of such individual being outside
the Americas continuously for 91 or
more days after December 6, 1941, and

(iii) The period of time required to be
disregarded under section 3804 (a) is
different from the period of time re-
quired to be disregarded under para-
graph (b) of this section,

then only the period of time required to
be disregarded under section 3804 (a)
shall be disregarded for the purpose
specified in paragraph (a) of this sec-
tion.

(3) When taxpayer is an individual
and section 3804 (a) is not applicable.
In case the taxpayer is an individual, if:

(i) The facts of the particular case are
such that the condition specified in par-
agraph (c) (1) of this section is met, and

(ii) No period of time is required to
be disregarded under section 3804 (a),
then no period of time shall be disre-
garded for the purpose specified in par-
agraph (a) of this section.

(4) When taxpayer is not an indi-
vidual. In the case of a taxpayer other
than an individual, no period of time
shall be disregarded for the purpose
specified in paragraph (a) of this section
if the facts of the particular case are
such that the condition specified in para-
graph (c) (1) of this section is met.

SUBPART C-TAX OF MEMBER OF ARMED
FORCES

§ 472.201 Application of Subpart C.
This subpart applies to the cases in
which a period of time is disregarded
in respect of the tax liability of a mem-
ber of the military or naval forces of the
United States on active duty. Section
472.202 relates to the due date for filing
income tax returns and the due date for
paying income tax, in the case of tax-
able years beginning after December 31,
1940. Section 472.203 relates to (a) in-
come tax liability (other than due dates
of returns and payments) with respect
to taxable years beginning after Decem-
ber 31, 1940, (b) income tax liability
with respect to taxable years beginning
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before January 1, 1941, and (c) tax
liability with respect to all taxes other
than income tax.

§ 472.202 Income tax due dates d'or
taxable years beginning after December
31, 1940-(a) Application of section.
This section applies only to the due daites
of returns and of payments of income
tax for taxable years beginning after
December 31, 1940.

(b) Circumstances under which due
date is postponed. The due date for any
income tax return and for any pay-
ment (including any installment pay-
ment) of Income tax is, subject to the
limitations prescribed in paragraph (c)
of this section, postponed in the case of
any individual In the military or naval
forces of the United States serving on sea
duty or outside the continental United
States after December 6, 1941, and prior
to January 1, 1948, in case:

(1) At any time on the day on which
the return or payment would otherw'.se
become due (such day being after De-
cember 6, 1941, and prior to January 1,
1948) the individual is serving on sea
duty or outside the continental United
States; or

(2) The date on which the return or
payment would otherwise become due
falls prior to the 90th day after the lEst
day of a period of 91 days or more of
continuous service by the individual on
sea duty or outside the continental
United States if such last day occurred
prior to January 1, 1945 (for provisions
relative to computing duration of serv-
ice on sea duty or outside the continental
United States, see § 472.103); or

(3) The date on which the return or
payment would otherwise become due
falls prior to the 15th day of the sixth
month following the month in which
falls the last day of a period of 91 days
or more of continuous service by the ia-
dividual on sea duty or outside the co;a-
tinental United States, if such last day
occurs after December 31, 1944, and such
91st day occurs prior to January 1, 194:8.

(4) The date on which the return or
payment would otherwise become due
occurs after the individual, while serv-
ing outside the continental United States
or on sea duty after December 6, 194:1,
and prior to January 1, 1948 (irrespec-
tive of the duration of such service),
dies or becomes incompetent.

See section 53 for provisions relating
to the date when an income tax return
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would otherwise (that Is, but for this
section of these regulations) become due.
See section 56 for provisions relating to
the date when an income tax payment
would otherwise become due.

(c) New due date. The new due date,
in the case of any postponement re-
quired by paragraph (b), is the earliest
of the following dates (except in the
case of certain installment payments as
prescribed in paragraph (e) of this sec-
tion) :
In the application of this paragraph,
if the individual ceases (except by rea-
son of death or incompetency) to be a
member of the military or naval forces
of the United States serving on sea duty
or outside the continental United States
after December 31, 1944, the 15th day of
the sixth month shall be substituted for
the 15th day of the fourth month in
subparagraph (1) of this paragraph.

(1) The 15th day of the fourth month
following the month in which the indi-
vidual cases (except by reason of death
or incompetency) to be a member of the
military or naval forces of the United
States serving on sea duty or outside the
continental United States, unless prior
to the expiration of such 15th day he is
again a member of the military or naval
forces serving on sea duty or outside the
continental United States; or

(2) June 15, 1948; or
(3) The 15th day of the third month

following the month in which an execu-
tor, administrator, or a conservator of
the estate of the taxpayer qualifies.

(d) Installment privilege where due
date for payment of tax is postponed.
In case the due date for paying the tax
(as distinguished from the due date of
an installment of the tax) is postponed
under the provisions of paragraph (b) of
this section, the tax may, at the option
of the taxpayer, be paid in accordance
with the provisions of section 56 (b) in
four equal installments instead of in a
single payment. In such case the first
installment is to be paid on or before the
new due date prescribed by paragraph
(c) of this section, the second install-
ment on or before the 15th day of the
third month, the third installment on or
before the 15th day of the sixth month,
and the fourth installment on or before
the 15th day of the ninth month, after
such new due date. This is true even
though the date on or before which the
second, third, or fourth installment is

to be paid falls after the date prescribed
in paragraph (c) (2) or (3) of this
section.

(e) Installment privilege where due
dates for paying installments are post-
poned. In any case In which the tax-
payer has exercised the installment priv-
ilege, In accordance with section 56 (b),
I. R. C., for paying the tax for any tax-
able year, if the due dates of more than
one installment (but not the first in-
stallment) of the tax for such year are
postponed under the provisions of para-
graph (b) of this section, the new due
dates for such postponed installments
shall be as follows:

(1) The new due date of the first post-
poned installment shall be the new due
date prescribed in paragraph (c) of this
section;

(2) The new due date of the second
postponed installment shall be the 15th
day of the third month after the new
due date of the first postponed install-
ment; and

(3) The new due date of the third
postponed installment, if any, shall be
the 15th day of the sixth month after
the new due date of the first postponed
installment.

However, in no event shall the new due
date of the second or third such post-
poned Installment be later than the ear-
lier of the dates prescribed in paragraph
(c) (2) and (3) of this section.
IT. D. 5279, 8 F. R. 9602, as amended by T. D.
5456, 10 F. R. 7039, T. D. 5610, 13 F. R. 14781

§ 472.203 Tax liability in general-
(a) Application of section. This section
shall apply, in the case of a member of
the military or naval forces of the United
States, to:

(1) Income tax liability with respect
to taxable years beginning after Decem-
ber 31, 1940, other than in the case of
due dates of returns and payments (as
to such dates, see § 472.202); and

(2) Income tax liability with respect to
taxable years beginning before January
1, 1941; and

(3) Tax liability with respect to all
taxes other than income tax.

If the circumstances are such that a
period of time is required to be disre-
garded under paragraph (b) of this sec-
tion, the period of time prescribed in
paragraph (c) of this section shall be
disregarded, in the above cases of tax
liability to which this section applies, in
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determining, under the internal revenue
laws, whether any act specified in
§ 472.102 was performed within the time
prescribed therefor.

(b) Circumstances under which period
of time is disregarded. In the cases
specified In paragraph (a) of this section,
the period of time prescribed in para-
graph (c) of this section shall be disre-
garded if the member of the military or
naval forces of the United States serves,
after December 6, 1941, and prior to
January 1, 1948, on sea duty or outside
the continental United States:

(1) Continuously for 91 days or more
(for provisions relative to computing
duration of service on sea duty or out-
side the continental United States, see
§ 472.103; or

(2) For any period (irrespective of the
duration of such period) if, while on sea
duty or outside the continental United
States, he dies or becomes incompetent.

(c) Period of time disregarded. If a
period of time is required to be disre-
garded under paragraph (b) of this sec-
tion, the period of time disregarded shall
commence at the first moment of the day
following the date on which the taxpayer
commences to serve on sea duty or at the
first moment of the day following the
date of departure of the taxpayer from
the continental United States, whichever
is the earlier. It shall terminate at the
last moment of whichever of the follow-
ing dates Is the earliest:

(1) The 15th day of the fourth month
following the month in which the tax-
payer ceases (except by reason of death
or incompetency) to be a member of the
military or naval forces of the United
States serving on sea duty or outside the
continental United States, unless prior to
the expiration of such 15th day the tax-
payer is again a member of the military
or naval forces serving on sea duty or
outside the continental United States; or

(2) June 15, 1948; or
(3) The 15th day of the third month

following the month in which an execu-
tor, administrator, or a conservator of
the estate of the taxpayer qualifies. In
the application of this paragraph, if the
individual ceases (except by reason of
death or incompetency) to be a member
of the military or naval forces of the
United States serving on sea duty or out-
side the continental United States after
December 31, 1944, the 15th day of the
sixth month shall be substituted for the

15th day of the fourth month in (1) here-
of.The application of § 472.203 (c) (1)
may be illustrated by the following
example:

Example. On April 1, 1943, the Commis-
sioner duly mailed to A, a member of the
military forces of the United States, a notice
of deficiency in respect of A's income tax :!or
the taxable year beginning on January 1, 19 11.
Under the provisions of section 272, I. R. C.,
A has 90 days after the notice is maied
within which to file a petition with The Tax
Court of the United States for a redetor-
mination of the deficiency. A leaves the
continental United States on May 1, 1943, and
serves on active duty outside the continen-
tal United States until he returns thereto on
April 30, 1944. A does not again serve out-
side the continental United States until af;er
October 14, 1944. Under the provisions of
this section the last day on which A may
timely file a petition with The Tax Court
of the United States for a redetermination
of the deficiency is October 14, 1944. This
date is determined as follows: the day on
which the notice of deficiency was mallrd,
that is, April 1, 1943, is excluded and the day
of A's departure from the continental United
States, that Is, May 1, 1943, is Included in
determining that portion of the 90-day period
which had expired on A's departure from the
continental United States, which is 30 days;
the period of time which Is disregarded com-
mences at the first moment of May 2, 1943,
the day following A's departure from the
continental United States, and terminates at
the last moment of August 15, 1944, the 15th
day of the fourth month following the month
in which A ceases to serve outside the con-
tinental United States; and the 60th day
thereafter (the 90 days for filing a petitln
with The Tax Court less 30 days thereof
which had expired on A's departure from the
continental United States) is October 14,
1944.
[T. D. 5279, 8 F. R. 9602, as amended by T. D.
5456, 10 F. R. 7039, T. D. 5610, 13 F. R. 1418]

SUBPART D-JOINT RETURN IF HUSBAND OR
WIFE IS MEMBER OF ARMED FORCES

§ 472.301 Joint return if husband or
wife is member of armed forces. This
subpart applies to the election of hus-
band and wife to make a joint return (or
separate returns) of income for any tax-
able year beginning after December .21,
1940 in case:

(a) Either the husband or wife is a
member of the military or naval forces
of the United States; and

(b) The due date for filing the retum
of the member for such taxable year is
postponed under the provisions of
§ 472.202; and
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(c) The spouse and the member would
be entitled to file a joint return for such
taxable year if an election to file such
a return is timely made. (For provisions
relating to joint returns, see sections 51
(b) and 400 and regulations promulgated
thereunder.)

In such a case the election to file a Joint
return (or separate returns) for such
taxable year may be made on or before
the last day on which a return of the
member may be timely filed under
§ 472.202. That is, an election may be
made to file a joint return where a sep-
arate return or returns have previously
been filed, or where neither the spouse
nor the member has filed a return; or an
election may be made to file separate
returns where a joint return has previ-
ously been filed. In any such case the
due date of the joint return and tax
thereunder is the date on or before which
the election may be timely made under
this section. However, where separate
returns are made, the due date of the
return and tax of neither taxpayer is
affected by this section, but is governed
by the provisions of the regulations in
this part applicable to the due date of
the separate return and tax of the re-
spective taxpayer. In any case in which
the due dates of the returns of both
spouses are postponed under the regula-
tions in this part and one of such post-
poned due dates is later than the other
(as, for example, where both spouses are
members of the military or naval forces
of the United States serving outside the
continental United States and one of the
spouses returns later than the other),
the election may be made on or before
the later due date of the two. But see
§ 472.402 for provisions under which a
spouse is required to make an income tax
return and pay the tax due thereunder
on the normal due date.

In case the member is not required un-
der section 51, I. R. C., to make a return
for a taxable year (as, for example, where
the member does not have any gross in-
come for the taxable year by reason of the
exclusion from gross income provided in
section 22 (b) (13) I. R. C.) but the facts
are such that the due date would be post-
poned if he were required to make a
return for such year, this subpart shall
nevertheless have application in the same
manner and to the same extent as though
the member were required to make a re-
turn for such year and the due date
thereof were postponed.

SUBPART E-INCOME TAX OF SPOUSE OF
MEMBER OF ARMED FORCES

§ 472.401 Application of Subpart E.
This subpart applies to the income tax
liability, with respect to any taxable year
beginning after December 31, 1940, of
the spouse of a member of the mili-
tary or naval forces of the United States
in case:

(a) The due date for filing the return
of the member for such taxable year is
postponed under the provisions of
§ 472.202; and

(b) The spouse and the member would
be entitled to file a Joint return for such
taxable year If an election to file such
a return is timely made. (For provisions
relating to joint returns, see sections 51
(b) and 400, I. R. C., and §§ 29.51-1 (b)
and 29.400-1 of this chapter.

In case the member is not required under
section 51 to make a return for a taxable
year (as, for example, where the mem-
ber does not have any gross income for
the taxable year by reason of the exclu-
sion from gross Income provided in sec-
tion 22 (b) (13), I. R. C.) but the facts
are such that the due date would be post-
poned if he were required to make a re-
turn for such year, this subpart shall
nevertheless have application in the same
manner and to the same extent as though
the member were required to make a
return for such year and the due date
thereof were postponed.

§ 472.402 Return and tax payment if
spouse's gross income is $1,200 or over. If
the spouse of the member of the military
or naval forces of the United States has
for the taxable year gross income of
$1,200 or more (or $1,500 or more, In the
case of a taxable year beginning in 1941),
the due date of the income tax return
and of payment of the tax of the spouse
for such year is not postponed under the
provisions of this subpart. Such due
date of the spouse may, however, be
postponed under provisions of the regu-
lations in this part other than this sub-
part if the spouse is also a member of the
military or naval forces of the United
States serving on sea duty or outside the
continental United States (see Subpart
C of this part), or if the spouse is outside
the Americas (see Subpart F of this
part), or if the circumstances are such
as to fall within the provisions of Sub-
part J. The filing of a return by the
spouse does not preclude the making of
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a joint return subsequently by the hus-
band and wife (see § 472.301).

§ 472.403 Income tax due dates post-
poned if spouse's gross income is less
than $1,200. If the spouse of the mem-
ber of the military or naval forces of the
United States has for the taxable year
gross income of less than $1,200 (or less
than $1,500, in the case of a taxable year
beginning In 1941), the income tax re-
turn and tax of the spouse for such year
shall be due at the same time as the
return and tax of the member for such
year are due under the provisions of
§ 472.202. If the due date for paying the
tax is postponed under this section, the
tax may, at the option of the taxpayer,
be paid in four equal installments, as
provided in § 472.202 (d).

§ 472.404 Matters other than due
dates. In the case of the income tax
liability for a taxable year of a spouse
of a member of the military or naval
forces of the United States, the disre-
garded period of time under § 472.203 in
the case of tax liability of the member
shall also be disregarded with respect to
the income tax liability for such year of
the spouse in determining whether any
act specified in section 3804 (a) (1) (D),
(E), (F), (G), (H), (I), or (J) was per-
formed within the time prescribed there-
for. Thus, for example, in the case of
the Income tax of the spouse for such
year, the time within which the spouse
may file a claim for refund is thereby
extended, and the time within which the
United States may enforce collection
against the spouse is thereby extended.
In no event, however, shall this section
operate to extend any period prescribed
in Subchapter C of Chapter 36 of the
Internal Revenue Code (relating to dis-
traint) before the expiration of which
distraint or sale for the collection of in-
come tax may not be made.

§ 472.405 Income of spouse under
community property law. This section
applies to the income tax liability, with
respect to any taxable year beginning
after December 31, 1940, of the spouse of
a member of the military or naval forces
of the United States in case:

(a) The due date for filing the return
of the member for such taxable year
is postponed under the provisions of
§ 472.202; and

(b) The spouse and member are domi-
ciled in a so-called community property
state; and
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(c) Community income Is derive. by
the spouse during the taxable year but
is neither actually nor constructively re-
ceived by the spouse during such year.

In such case the inclusion, In a return
made by the spouse for the taxable
year, of such community income shall be
deemed to be timely for all purposes if
so included in a return filed on or before
the due date, under § 472.202, of a return
of the member for such taxable year.
The tax with respect to such community
income shall be deemed to be timely
paid for all purposes if paid at or belore
the time or times fixed by § 472.202 for
the payment of tax by the member for
such year. The provisions of this ,sec-
tion do not postpone the due date of the
spouse for filing a return of, or paying
the tax with respect to, income other
than such community income. In cases
in which a return for any taxable year
is filed from which such community in-
come has been excluded, such community
income shall be included in an amended
return for such taxable year flied orL or
before the due date, under § 472.202, of a
return of the member for such year.

For the purpose of determining
whether the due date of the income tax
return and of payment of the tax fcr a
taxable year is postponed under the lro-
visions of §§ 472.402 and 472.403, ccm-
munity income neither actually nor con-
structively received by the spouse during
such year shall be excluded In ascertain-
ing the amount of the gross income of
the spouse for such year.

For purposes of determining any due
date under this subpart, receipt of ccm-
munity income by the member of the
military or naval forces of the United
States shall not be deemed to constitute
constructive receipt of such income by
the spouse of such member.

SUBPART F-TAX OF INDIVIDUAL NOT
MEMBER OF ARMED FORCES

§ 472.501 Application of Subpart 17'-
(a) Individuals to whom applicacle.
This subpart applies to the tax liabiity
of any individual other than a member
of the military or naval forces of "he
United States. (For provisions relating
to different periods of time disre-
garded with respect to same matter, see
§ 472.106.)

(b) Acts with respect to which period
o1 time is disregarded. If a period of
time is required to be disregarded under
§ 472.502, the period of time prescribed
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in § 472.503 shall be disregarded, in the
above cases of tax liability to which this
subpart applies, in determining, under
the internal revenue laws, whether any
act specified in § 472.102 was performed
within the time prescribed therefor.

§ 472.502 Circumstances under which
period of time is disregarded. In the
cases specified in § 472.501, the period of
time prescribed in § 472.503 shall be dis-
regarded if the individual is, after De-
cember 6, 1941, and prior to January
1, 1948, outside the Americas:

(a) For a period of 91 or more days
continuously; or

(b) For any period (irrespective of the
duration of such period) if, while out-
side the Americas, he dies or becomes
incompetent; or

(c) For any period (irrespective of the
duration of such period) if the individual
makes a voyage or departs upon a voyage
from (or to) a point of land in the Amer-
icas to (or from) a point of land outside
the Americas, on which voyage while en
route a point or points of land within
the Americas are touched, and

(1) The period during which the in-
dividual is outside the Americas plus
the period of the stopover or stopovers
within the Americas equals or exceeds
91 days, or

(2) The individual dies or becomes in-
competent during the period of a stop-
over within the Americas while en route
on the voyage.

For purposes of paragraph (c) of this
section, the term "voyage" means a voy-
age by vessel or aircraft (whether or not
continuously on the same vessel or air-
craft), if in case of a stopover en route
at a point of land within the Americas
the voyage is resumed not later than the
30th day after the date of arrival at the
point within the Americas.

The due date for any income tax re-
turn and for any payment (including
any installment payment) of income tax,
for any taxable year beginning after
December 31, 1940, is postponed in the
case of any civilian officer or employee
of any executive department, independ-
ent establishment, or agency (including
corporations) in the executive branch of
the Federal Government who, at the
time the return or payment would other-
wise become due, is detained by any
foreign government with which the
United States is at war, or is beleagured
or besieged by enemy forces. For the

postponed due date in such case, see
§ 472.503.
[T. D. 5279, 8 F. R. 9602, as amended by T. D.
5610, 13 F. R. 1478]

§ 472.503 Period of time disregarded-
(a) General rule. If a period of time
is required to be disregarded under
§ 472.502, the period of time disregarded
is the aggregate of the following periods:

(1) The period during which the indi-
vidual is continuously outside the Amer-
icas, prior to January 1, 1948, including,
if § 472.502 (c) is applicable, the period
or periods of any stopovers while en route
on a voyage; plus

(2) The next 90 days after the period
referred to in subparagraph (1) of this
paragraph; or, if the last day of such
90-day period falls after December 30,
1947, the period beginning immediately
after the period referred to in subpara-
graph (1) of this paragraph and ending
on the 15th day of the sixth month fol-
lowing the month in which the period
referred to in subparagraph (1) of this
paragraph terminates.

However, in case an income tax due
date of a civilian employee of the United
States is postponed under § 472.502 by
reason of the employee being detained
for a foreign government with which the
United States is at war or by reason of
the employee being beleaguered or be-
sieged by enemy forces, the new due date
is the 15th day of the fourth month
following the month in which the em-
ployee returns to the continental United
States (or, if such 15th day falls after
either date prescribed in paragraph (c)
of this section, then the new due date is
the earlier of the dates prescribed in
paragraph (c) of this section). In the
application of the preceding sentence, if
the 15th day of the fourth month follow-
ing the month in which the employee re-
turns to the continental United States
falls after December 30, 1947, the 15th
day of the sixth month shall be substi-
tuted for the 15th day of the fourth
month in such sentence.

(b) Death or incompetency of indi-
vidual. If the individual dies or becomes
incompetent while outside the Americas
or, if § 472,502 (c) is applicable, while
on a stopover within the Americas, the
period of time disregarded is the aggre-
gate of the following periods:

(1) The period during which the in-
dividual is continuously outside the
Americas plus (if § 472.502 (c) is ap-
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plicable) the period of the stopover or
stopovers within the Americas; and

(2) The period, after the period pre-
scribed in subparagraph (1) of this para-
graph terminating at the last moment of
the earlier of the two dates prescribed in
paragraph (c) of this paragraph.

(c) Limitation on time to be disre-
garded. The period of time disregarded
with respect to the tax liability of an in-
dividual shall not extend beyond which-
ever of the following dates is the earlier:

(1) June 15, 1948; or
(2) The 15th day of the third month

following the month in which an exec-
utor, administrator, or a conservator
of the estate of the individual qualifies.

(d) Installment privilege where due
date for payment of income tax is post-
poned. In case the due date for paying
income tax (as distinguished from the
due date of an installment of the tax)
is postponed under the provisions of
§ 472.502, the tax may, at the option of
the taxpayer, be paid in accordance with
the provisions of section 56 (b), I. R. C.,
in four equal installments instead of in a
single payment. For example, if the
postponed due date for paying income
tax is June 29, 1944, as determined in ac-
cordance with the provisions of para-
graphs (a), (b), and (c) of this section,
the tax may be paid in four equal install-
ments, the first on June 29, 1944, the
second on September 15, 1944, the third
on December 15, 1944, and the fourth on
March 15, 1945. This is true even though
the date on or before which the second,
third, or fourth installment is to be paid
falls after the date prescribed in para-
graph (c) (1) or (2) of this section.

(e) Installment privilege where due
dates for paying income tax installments
are postponed. In any case in which the
taxpayer has exercised the installment
privilege, in accordance with section 56
(b), for paying income tax for any taxa-
ble year, if the due dates of more than
one installment (but not the first in-
stallment) of the tax for such year are
postponed under the provisions of
§ 472.502, the new due dates for such
postponed installments shall be as fol-
lows:

(1) The new due date for the first
postponed installment shall be the new
due date determined in accordance with
the provisions of paragraphs (a), (b),
and (c), of this section;

(2) The new due date of the setond
postponed installment shall be the 15th
day of the third month after the new
due date of the first postponed install-
ment; and

(3) The new due date of the third post-
poned installment, if any, shall be the
15th day of the sixth month after the
new due date of the first postponed in-
stallment.
However, in no event shall the new due
date of the second or third such post-
poned installment be later than the
earlier of the dates prescribed in para-
graph (c) (1) and (2) of this section.
[T. D. 5279, 8 F. R. 9602, as amended by T. D.
5610, 13 F. R. 1478]

SUBPART G-JOINT RETURN IF NEITHER HUS-
BAND NOR WIFE IS MEMBER OF ARMED
FORCES

§ 472.601 Joint returnif neither .kus-
band nor wife is member of armed forces.
This subpart applies to the election of
husband and wife to make a joint re-
turn (or separate returns) of income
for any taxable year beginning after
December 31, 1940, in case:

(a) The due date for filing the return
of either of the individuals of such tax-
able year is postponed under the pro-
visions of § 472.502 by reason of the in-
dividual being outside the Americas; and

(b) Such individual and spouse would
be entitled to file a joint return for such
taxable year if an election to file such a
return is timely made. (For prov, ;ions
relating to joint returns, see sections 51
(b) and 400, I. R. C., and §§ 29.51-1 (b)
and 29.400-1 of this chapter.)
In such a case the election to file a :Ioint
return (or separate returns) for such
taxable year may be made on or before
the last day on which a return of the
individual (whose due date is postponed
by reason of being outside the Americas)
may be timely filed under § 472.503.
That is, an election may be made to file
a joint return where a separate return or
returns have previously been fileei, or
where neither spouse has filed a return;
or an election may be made to file sepa-
rate returns where a joint return has
previously been filed. In any such case
the due date of the joint return and tax
thereunder is the date on or before
which the election may be timely made
under this section. However, where sep-
arate returns are made, the due date
of the return and tax of neither tax-
payer is affected by this section, but is
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governed by the provisions of these reg-
ulations applicable to the due date of
the separate return and tax of the re-
spective taxpayer. In any case in which
the due dates of the returns of both
spouses are postponed under these reg-
ulations and one of such postponed due
dates is later than the other (as, for ex-
ample, where both husband and wife
have been outside the Americas and one
of the spouses returns to the Americas
later than the other), the election may
be made on or before the later due date
of the two. But see § 472.702 for pro-
visions under which a spouse is required
to make an income tax return and pay
the tax due thereunder on the normal
due date.

In case the individual who is outside
the Americas is not required under sec-
tion 51 to make a return for a taxable
year (as, for example, where the individ-
ual does not have any gross income for
the taxable year) but the facts are such
that the due date would be postponed if
he were required to make a return for
such year, this subpart shall nevertheless
have application in the same manner and
to the same extent as though such indi-
vidual were required to make a return
for such year and the due date thereof
were postponed.

SUBPART H-INCOME TAX OF SPOUSE OF INDI-
VIDUAL NOT MEMBER OF ARMED FORCES

§ 472.701 Application of Subpart H.
This subpart applies to the income tax
liability, with respect to any taxable year
beginning after December 31, 1940 of the
spouse of an individual not a member of
the military or naval forces of the United
States in case:

(a) The due date for filing the return
of such individual for such taxable year
is postponed under the provisions of
§ 472.502 by reason of the individual be-
ing outside the Americas; and

(b) Such individual and spouse would
be entitled to file a joint return for such
taxable year if an election to file such a
return is timely made. (For provisions
relating to joint returns, see sections 51
(b) and 400, I. R. C., and §§ 29.51-1 (b)
and 29.400-1 of this chapter.)
In case the individual who is outside
the Americas is not required under sec-
tion 51 to make a return for a taxable
year (as, for example, where the indi-
vidual does not have any gross income
for the taxable year) but the facts are
such that the due date would be post-

poned if he were required to make a re-
turn for such year, this subpart shall
nevertheless have application in the
same manner and to the same extent as
though such individual were required to
make a return for such year and the due
date thereof were postponed.

§ 472.702 Return and tax payment if
spouse's gross income is $1,200 or over.
In the case of the spouse of an individual
whose income tax return and payment
due date is postponed under § 472.502, if
such spouse has for the taxable year
gross income of $1,200 or more (or $1,500
or more, in the case of a taxable year
beginning in 1941), the due date of the
income tax return and of payment of
the tax of the spouse for such year is
not postponed under the provisions of
this subpart. Such due date of the
spouse may, however, be postponed under
provisions of these regulations other
than this subpart if such spouse is also
outside the Americas (see Subpart F of
this part), or is a member of the military
or naval forces of the United States serv-
ing on sea duty or outside the conti-
nental United States (see Subpart C of
this part), or if the circumstances are
such as to fall within the provisions of
Subpart J of this part. The filing of a
return by the spouse does not preclude
the making of a joint return subse-
quently by the husband and wife (see
§ 472.601).

§ 472.703 Income tax due dates post-
poned if spouse's gross income is less
than $1,200. In the case of the spouse
of an individual whose income tax return
and payment due date for a taxable
year is postponed under § 472.502, if
such spouse has for such year gross in-
come of less than $1,200 (or less than
$1,500, in the case of a taxable year be-
ginning in 1941), the income tax return
and tax of the spouse for such year shall
be due at the same time as the return
and tax of such individual for such year
are due under the provisions of § 472.503.
If the due date for paying the tax is
postponed under this section, the tax
may, at the option of the taxpayer, be
paid in four equal installments as pro-
vided in § 472.503 d).

§ 472.704 Matters other than due
dates. In the case of the income tax
liability for a taxable year of the spouse
of an individual whose income tax return
and payment due date for a taxable year
is postponed under § 472.502, the disre-
garded period of time under § 472.503 in
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the case of tax liability of such individ-
ual shall also be disregarded with respect
to the income tax liability for such year
of the spouse in determining whether
any act specified in section 3804 (a) (1)
(D), (E), (F), (G), (H), (I), or (J) was
performed within the time prescribed
therefor. Thus, for example, in the case
of the income tax of the spouse for such
year, the time within which the spouse
may file a claim for refund is thereby ex-
tended, and the time within which the
United States may enforce collection
against the spouse is thereby extended.
In no event, however, shall this section
operate to extend any period prescribed
in Subchapter C of Chapter 36 of the
Internal Revenue Code (relating to dis-
traint) before the expiration of which
distraint or sale for the collection of In-
come tax may not be made.

§ 472.705 Income of spouse under
community property law. This section
applies to the income tax liability, with
respect to any taxable year beginning
after December 31, 1940, of the spouse
of an individual not a member of the
military or naval forces of the United
States in case:

(a) The due date for filing the return
of such individual for such taxable year
is postponed under the provisions of
§ 472.502; and

(b) The spouse and such individual
are domiciled in a so-called community
property state; and

(c) Community income is derived by
the spouse during the taxable year but
Is neither actually nor constructively re-
ceived by the spouse during such year.
In such case the inclusion, in a return
made by the spouse for the taxable year,
of such community income shall be
deemed to be timely for all purposes if so
included in a return filed on or before
the due date, under § 472.503, of a return
of such individual for such taxable year.
The tax with respect to such community
income shall be deemed to be timely paid
for all purposes if paid at or before the
time or times fixed by § 472.503 for the
payment of tax by such individual for
such year. The provisions of this section
do not postpone the due date of the
spouse for filing a return of, or paying
the tax with respect to, income other
than such community income. In cases
in which a return for any taxable year
Is filed from which such community in-
come has been excluded, such commu-
nity income shall be included In an

amended return for such taxable year
filed on or before the due date, under
§ 472.503, of a return for such year of ihe
Individual who is outside the Americas.

For the purpose of determining
whether the due date of the income ;'ax
return and of payment of the tax for a
taxable year is postponed under the pro-
visions of §§ 472.702 and 472.703, com-
munity income neither actually nor con-
structively received by the spouse dur:ing
such year shall be excluded in ascertain-
ing the amount of the gross income of i;he
spouse for such year.

For purposes of determining any (lue
date under this subpart, receipt of com-
munity income by the individual who Is
outside the Americas shall not be deemed
to constitute constructive receipt of such
income by the spouse of such individual.

SUBPART I-TAX OF CORPORATIONS, TRUSTS,
AND ESTATES

§ 472.801 Application of Subpart .-
(a) Persons to whom applicable. This
subpart applies to the tax liability of
corporations, trusts, and estates. Pa: a-
graph (b) of this section and §§ 472.802,
472.803, and 472.804 apply to all corpo-
rations, trusts, and estates, except that
such sections shall not apply with respect
to the determination, in the cases to
which § 472.805 applies, of the amount of
interest payable by foreign corporations
subject to section 231 (a), I. R. C. Except
to the extent provided in § 472.805 and in
§ 472.806 (relating to China Trade Act
corporations), no period of time is dis-
regarded with respect to any corpora-
tion, trust, or estate unless the Commis-
sioner determines under the regulations
in this part that a period of time shall be
disregarded with respect to such cor-
poration, trust, or estate.

Such determinations may be made by
the Commissioner upon his own initia-
tive based upon the facts available to
him, or upon application by any :in-
terested person. Applications for such
determinations shall be filed with the
Commissioner of Internal Revenue,
Washington, D. C. Notice of each de-
termination under this subpart shall, if
practicable, be furnished to the taxpayer
or taxpayers whose tax liability is
affected thereby.

(b) Acts with respect to which period
of time is disregarded. If the circum-
stances are such that a period of time
is required to be disregarded under
§ 472.802 in determining whether any act
specified in § 472.102 was perfornted
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within the time prescribed therefor, the
period of time prescribed under § 472.803
shall be disregarded, in the above cases
to which this subpart applies, in deter-
mining, under the internal revenue
laws, whether such act was performed
within the time prescribed therefor.
Thus, under this subpart a period of
time may be disregarded with respect
only to such act or acts as are specified
in the determination of the Commis-
sioner.

§ 472.802 Circumstances under which
period of time is disregarded. In the
cases specified in § 472.801, the period
of time prescribed under § 472.803 shall
be disregarded in any case in which
timely performance of any act specified
in § 472.102 is determined by the Com-
missioner to be impossible or impracti-
cable:

(a) By reason of any individual be-
ing outside the Americas; or

(b) By reason of any locality being
an area of enemy action or control, as
determined by the Commissioner; or

(c) By reason of any member of the
military or naval forces of the United
States serving on sea duty or outside the
continental United States.

Whether or not the circumstances of
a particular case are such that a period
of time shall be disregarded Is dependent
upon the facts of the particular case. In
general, consideration will be given to
the fact of absence, as indicated above,
of individuals who are directors or offi-
cers of the corporation or fiduciaries or
beneficiaries of the trust or estate, and
to the fact that assets and essential rec-
ords are in an area of enemy action or
control.

§ 472.803 Period of time disregarded.
If the Commissioner determines under
§ 472.802 that the circumstances of a
particular case are such that a period of
time shall be disregarded with respect
to any corporation, trust, or estate, or
class of corporations, trusts, or estates,
the Commissioner shall also determine
the duration of such period. The Com-
missioner may subsequently modify the
duration of such period if in his opinion
such action Is necessary or desirable in
order to carry out the purpose and intent
of section 3804. No period prior to De-
cember 7, 1941, shall be disregarded, nor,
in case the Commissioner's determina-
tion was made on or before August 8,
1947 (the date of the enactment of Pub-

lic Law 384, 80th Congress), shall a pe-
riod after December 31, 1947, be disre-
garded. Such period after December 31,
1947, as the Commissioner may fix shall
be disregarded In any case in which the
Commissioner makes a determination
under this subpart after August 8, 1947,
provided such determination is based on
the existence prior to January 1, 1948,
of one or more of the circumstances spec-
ified In § 472.802 (a), (b), or (c). The
duration of the period which shall be dis-
Iregarded under this subpart shall be
stated in the determination or determi-
nations by the Commissioner with respect
to the taxpayer or taxpayers affected.
[T. D. 5279, 8 F. R. 9602, as amended by T. D.
5610, 13 F. R. 1478]

§ 472.804 Inspection of determina-
tions made by the Commissioner. Each
determination made by the Commissioner
under this subpart with respect to a tax-
payer shall be available for inspection
by the same persons as are entitled to
inspect the return of the taxpayer (or
would be so entitled if the return were
filed). Such inspection shall be sub-
ject to the same conditions as in the case
of inspection of the return of the tax-
payer.

§ 472.805 Interest payable by foreign
corporations subject to section 231 (a), I.
R. C. In determining the amount of in-
terest payable by any foreign corporation
with respect to income tax imposed by
section 231 (a) for any taxable year be-
ginning after December 31, 1939, there
shall be disregarded the period beginning
with December 7, 1941, and ending with
December 31, 1947; except that there
shall be included in the period disre-
garded only that portion thereof during
which payment of such tax by the cor-
poration was prevented due to restric-
tions imposed with respect to the cor-
poration by any foreign government with
which the United States is at war or by
the government of any country under the
control of the enemy.
IT. D. 5279, 8 F. R. 9602, as amended by T. D.
5610, 13 F. R. 1478]

§ 472.806 China Trade Act corpora-
tions-(a) Income tax. Section 3805, I.
R. C., provides that in the case of any
taxable year beginning after December
31, 1940, no Federal income tax return of,
or payment of any Federal income tax by,
any corporation organized under the
China Trade Act, 1922, shall become due
until December 31, 1947. Section 3805
further provides that such due date is
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prescribed subject to the power of the
Commissioner to extend the time for fil-
ing such return or paying such tax, as in
other cases.

(b) Capital stock tax. In the case of
the capital stock tax, for any year ending
on or after June 30, 1942, of any corpo-
ration organized under the China Trade
Act, 1922, no return or payment of such
tax shall become due until December 31,
1947.
IT. D. 5279, 8 F. R. 9602, as amended by T. D.
5610, 13 F. R. 14781

SUBPART J-TAX OF INDIVIDUAL IN
EXTRAORDINARY CIRCUMSTANCES

§ 472.901 Application of Subpart J-
(a) Individuals to whom applicable.
This subpart applies to any tax liability
of an individual or class of individuals
with respect to which no period of time
is disregarded under Subparts C to H,
inclusive, or with respect to which a
period of time is disregarded under such
subparts but with respect to which a dif-
ferent or additional period of time is to
be disregarded. No period of time is
disregarded under this subpart with re-
spect to any tax liability unless the Com-
missioner determines under this part
that a period of time shall be disre-
garded with respect to such tax liability.

Such determinations may be made by
the Commissioner upon his own initia-
tive based upon the facts available to
him, or upon application by the individ-
ual. Applications for such determina-
tions shall be filed with the Commis-
sioner of Internal Revenue, Washington,
D. C. Notice of each determination un-
der this subpart shall, if practicable, be
furnished to the individual or individ-
uals whose tax liability is affected
thereby.

(b) Acts with respect to which period
o1 time is disregarded. If the circum-
stances are such that a period of time is
required to be disregarded under
§ 472.902 in determining whether any act
specified in § 472.102 was performed
within the time prescribed therefor, the
period of time prescribed under § 472.903
shall be disregarded, in the above cases
to which this subpart applies, in deter-
mining under the internal revenue laws,
whether such act was performed within
the time prescribed therefor. Thus un-
der this subpart a period of time may be
disregarded with respect only to such
act or acts as are specified in the de-
termination of the Commissioner.

§ 472.902 Circumstances under which
period of time is disregarded. In the
cases specified in § 472.901, the period of
time prescribed under § 472.903 shall be
disregarded in any case In which no pe-
riod of time is disregarded under any
other subpart of the regulations in this
part or in which the period of time (is-
regarded under any other subpart Is con-
sidered by the Commissioner to be in-
adequate to carry out the purpose and
intent of section 3804, if in such case the
timely performance of any act specified
in § 472.102 is determined by the Ccm-
missioner to be impossible or imprac-
ticable:

(a) By reason of any individual
(whether or not the taxpayer) being out-
side the Americas; or

(b) By reason of any locality being an
area of enemy action or control, as de-
termined by the Commissioner; or

(c) By reason of any member
(whether or not the taxpayer) of the
military or naval forces of the United
States serving on sea duty or outside
the continental United States.

Whether or not the circumstances of
a particular case are such that a period
of time shall be disregarded is depend-
ent upon the facts of the particular case.

§ 472.903 Period of time disregarded.
If the Commissioner determines under
§ 472.902 that the circumstances of a
particular case are such that a period of
time shall be disregarded under this sub-
part with respect to any individual or
class of individuals, the Commissioner
shall also determine the duration of such
period. The Commissioner may subse-
quently modify the duration of such
period if In his opinion such action is
necessary or desirable in order to carry
out the purpose and intent of section 3804,
I. R. C. No period prior to December 7,
1941, shall be disregarded, nor, in case
the Commissioner's determination was
made on or before August 8, 1947 (;he
date of the enactment of Public Law
384, 80th Congress), shall a period after
December 31, 1947, be disregarded. Such
period after December 31, 1947, as the
Commissioner may fix shall be disre-
garded in any case in which the Com-
missioner makes a determination under
this subpart after August 8, 1947, pro-
vided such determination is based on
the existence prior to January 1, 1q48,
of one or more of the circumstances
specified in § 472.902 (a), (b), or (c).
In no event, however, shall the period
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disregarded extend beyond the 15th day
of the third month following the month
in which an executor, administrator, or
a conservator of the estate of the indi-
vidual qualifies as such. The duration
of the period which shall be disregarded
under this subpart shall be stated in the
determination or determinations by the
Commissioner with respect to the indi-
vidual or class of individuals.
[T. D. 5279, 8 F. R. 9602, as amended by T. D.
5610, 13 F. R. 14781

§ 472.904 Inspection of determina-
tions made by the Commissioner. Each
determination made by the Commis-
sioner under this subpart with respect
to a taxpayer shall be available for in-
spection by the same persons as are
entitled to inspect the return of the tax-
payer (or would be so entitled if the
return were filed). Such inspection shall
be subject to the same conditions as in
the case of inspection of the return of
the taxpayer.

Part 473-Period of Limitations in
Case of Related Taxes Under
Chapter 1 and Chapter 2 of the
Internal Revenue Code

Sec.
473.1 Purpose and scope of section 3807,

I. R. C.
473.2 Tax previously determined.
473.3 The same taxable year.
4,73.4 Extension of period of limitations.
473.5 Types of adjustments permissible

under section 3807, I. R. C.
473.6 Ascertainment of amount of increase

or decrease.
473.7 Application to affiliated groups.

AUTHORITY: §§ 473.1 to 473.7 issued under
53 Stat. 467; 26 U. S. C. 3791.

SouRcE: §§ 473.1 to 473.7 contained in
Treasury Decision 5409, 9 F. R. 12712.

§ 473.1 Purpose and scope of section
3807, I. R. C. Section 3807 provides for
an adjustment under the circumstances
specified in section 3807 (b) with respect
to any tax imposed by chapter 1 or chap-
ter 2 when one or more provisions of law,
such as the statute of limitations, or one
or more rules of law, such as res judicata,
would otherwise prevent such adjust-
ment. Section 3807 and this part are
applicable to taxable years beginning
after December 31, 1939.

§ 473.2 Tax previously determined.
For purposes of section 3807, the term
"tax previously determined" shall have

the meaning assigned to such term by
section 3801 (d), I. R. C.

§ 473.3 The same taxable year. For
purposes of section 3807, the term "the
same taxable year" includes any taxable
year which coincides in whole or in part
with the taxable year for which the
determination specified in section 3807
(b) is made.

§ 473.4 Extension of period of limita-
tions. (a) If as a result of a determina-
tion (including a determination under
section 124, 3801, 3806, or 3807 itself)
in respect of any tax imposed by chap-
ter 1 or chapter 2 referred to as "the
first tax") a deficiency is assessed or
a credit or refund of an overpayment
of such tax is allowed, within the period
of limitations properly applicable there-
to, certain adjustments described in
§ 473.5 may be made in certain instances
for the same taxable year in respect of
any other tax of the same taxpayer im-
posed by chapter 1 or chapter 2. If (1)
the application of the law or facts which
were the subject of such determination
to any other tax imposed by chapter 1 or
chapter 2 of the same taxpayer for the
same taxable year would result in an in-
crease or decrease in the amount of such
other tax as previously determined, and
if (2) on the date such deficiency in re-
spect of the first tax was assessed, or
credit or refund allowed, or at any time
within one year from such date, the as-
sessment of a deficiency, or the allow-
ance of a credit or refund, as the case
may be, in respect of such other tax is
prevented (except for the provisions of
section 3801 or 734, I. R. C.) by the oper-
ation' of any provision of law or rule of
law (other than section 3807 or section
3761, I. R. C., relating to compromises),
then upon the date the deficiency was
assessed, or credit or refund allowed, in
respect of the first tax the increase or
decrease specified in this sentence in such
other tax shall be considered a deficiency
or any overpayment, as the case may be,
in respect of such other tax. Such defici-
ency may be assessed and collected, or
credit or refund of such overpayment
allowed, as if on the date the deficiency
is assessed, or credit or refund allowed,
in respect of the first tax one year re-
mained before the expiration of the
period of limitations upon assessment, or
filing claim for refund of overpayment,
of the tax in respect of which the in-
crease or decrease is determined.

Page 369

§ 473.4



Title 26-internal Revenue

(b) All provisions of law, for example,
the suspension of the running of the stat-
ute of limitations under the provisions of
section 277, I. R. C., in case a statutory
.notice of deficiency is sent to the tax-
payer, not inconsistent with the provi-
sions of section 3807, will be applicable
to the assessment of such increase or the
refunding of such decrease. Such in-
crease may be assessed, or decrease re-
funded, notwithstanding any provision of
law, such as section 272 (f) or 322 (c),
I. R. C., or any rule of law, e. g., res judi-
cata, other than section 3807 Itself or
section 3761, relating to compromises.

(c) Any increase determined under
section 3807 may be assessed and col-
lected, or any decrease may be credited
or refunded, even though no deficiency,
as defined in section 271, I. R. C.,
or no overpayment, as the case may
be, in respect of the given tax for
the given taxable year would be found
to exist were consideration permitted
of all the factors which enter into the
computation of the tax liability for the
given taxable year, including those items
in which no change may be made under
the provisions of section 3807 (c). If an
assessment or a refund, as the case may
be, is permissible during all or part of the
above one-year period without regard to
section 3807, then on any date during
such period on which an assessment or a
refund could be made or allowed without
regard to section 3807 only such an
amount may be assessed as a deficiency
or allowed as a credit or refund as could
be assessed or allowed without regard to
the provisions of section 3807. If an as-
sessment or refund could be made or
allowed without regard to section 3807
during part of such one-year period and
not during the remainder of such period,
any increase or decrease determined un-
der section 3807 may be assessed or cred-
ited or refunded during such remainder
of the one-year period without regard to
whether or not any deficiency, as defined
in section 271, or any overpayment, as
the case may be, in respect of the given
tax for the given taxable year would be
found to exist were consideration permit-
ted of all the factors which enter into
the computation of the tax liability for
the given taxable year, including those
items in which no change may be made
under the provisions of section 3807 (c).

(d) If a deficiency has been assessed,
or a credit or refund allowed, in respect of
any tax imposed by chapter 1 or chapter
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2, the adjustments permitted under sec-
tion 3807 may be made even though such
assessment or such credit or refund is
made or allowed pursuant to a determi-
nation prior to the time such determi-
nation becomes final.

(e) The extension of the period of lim-
itations upon making an assessment, or
allowing a refund, under the provisions
of section 3807 may be illustrated by the
following example:

Example. Corporation X on Marchi 15,
1941 filed a return and paid a tax as a personal
holding company for the calendar year 1940.
The period of limitations provided in section
322, I. R. C., upon filing a claim for refund of
such personal holding company tax expired
on March 15, 1944. The Commissioner within
the applicable period of limitations asrerted
a deficiency against Corporation X Li re-
spect of the excess profits tax for such taxable
year. On March 1, 1946, it was deterrained
under a decision of The Tax Court of the
United States that Corporation X was not a
personal holding company and was therefore
subject to excess profits tax. Such Excess
profits tax was assessed on May 1, 1946.
Under the provisions of section 3807 C:rpo-
ration X may file a claim for refund of the
personal holding company tax which It paid,
or credit or refund may be allowed or made
if no claim is filed, as if the period of limi-
tations upon filing claim for credit or re-rund,
or the allowing of credit or refund if no claim
is filed, did not expire until May 1, 194:7.

§ 473.5 Types of adjustments per-
missible under section 3807, 1. R. C. If as
a result of a determination in respect of
any tax imposed by chapter 1 or chapter 2
referred to as "the first tax") a deficiency
is assessed, or a credit or refund of an
overpayment of such tax is allowed,
within the period of limitations properly
applicable thereto, adjustments which
may be made for the same taxable year
in respect of any other tax (hereinafter
referred to as "the second tax") of the
same taxpayer imposed by chapter 1 or
chapter 2 include the following:

(a) The item, or items, which was the
subject of the determination in respect
of the first tax shall be treated in con-
formity with such determination in com-
puting the amount of income subject to
the second tax;

(b) If the first tax is allowable as a
deduction in computing the amount of
income subject to the second tax, or if
the income subject to the first tax is a
credit against net income for purposes
of computing the amount of income s;ub-
ject to the second tax, the amount which
may be deducted or credited, as the case
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may be, shall be the amount of the first
tax paid or accrued, or the amount of
income subject to the first tax, as the
case may be, determined after making
the adjustments in the first tax resulting
from the determination specified in para-
graph (a) of this section; and

(c) In computing any deduction or
credit which is limited to or by net in-
come or the amount of income from
property, the amount to or by which
such deduction or credit is limited shall
be the net income or the amount of in-
come from property computed after
making the adjustments specified in par-
agraphs (a) and (b) of this section.

(d) The adjustments permissible un-
der section 3807 may be illustrated by the
following example:

Example. Assume that Corporation X,
which makes its income and excess profits
tax returns on the calendar year basis, filed
returns on March 15, 1842 for the year 1941
showing a net income of $1,500,000 before
taking into account the deduction for contri-
butions, a net income of $1,425,000 after tak-
ing such deduction into account, and an
excess profits tax of $1,000,000. Corporation
X made charitable contributions of $100,000
in 1941, and deducted 5 percent of $1,500,000,
or $75,000, in respect of such contributions in
computing its normal tax net income and its
surtax net income. On March 1, 1944 a de-
ficiency in income tax due to an adjustment
in respect of long-term capital gains was
assessed pursuant to a decision of The Tax
Court of the United States which had become
final. This adjustment did not affect the
excess profits tax since long-term capital
gains are not subject to such tax.

In computing its net income, Corporation
X deducted from gross income an amount of
$100,000 as depreciation on a given property.
It was later determined that the correct
amount which should have been deducted
for such depreciation is $50,000. A defi-
ciency of $30,000 in excess profits tax was
assessed pursuant to such determination on
March 1, 1945. The following adjustments
may be made under section 3807 in respect
of Corporation X's income tax, I. e., normal
tax and surtax, for the year 1941:

(1) $50,000 instead of $100,000 shall be
allowed as a deduction for depreciation in
computing normal tax net income and sur-
tax net income;

(2) $1,030,000 instead of $1,000,000 shall be
allowed as a deduction for excess profits tax
paid or accrued in computing normal tax net
income and surtax net income; and

(3) $76,000, or 5 percent of $1,520,000, shall
be allowed as a deduction for contributions.

Corporation X's normal tax net income and
surtax net income each is therefore to be in-
creased by $19,000 (i. e., $50,000 less $30,000
less $1,000), and the increase in normal tax
and surtax computed on the basis of such
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increased normal tax net income and surtax
net income over the amount of normal tax
and surtax previously determined is to be
considered a deficiency under the provisions
of section 3807. The amount of such increase
shall be determined and shall be assessed in
accordance with the provisions of section
3807 (b) and (c) and of §§ 473.4 and 473.6.

(e) Section 3807 may operate several
times upon the same tax and, likewise,
may operate simultaneously upon several
taxes. However, an adjustment under
the provisions of section 3807 in respect
of any tax for a given taxable year does
not of itself authorize an adjustment in
any tax for any prior or subsequent tax-
able year by reason of a carry-over or a
carry-back of a net operating loss or of
an unused excess profits credit or a
carry-over of a net capital loss from the
given taxable year to such prior or subse-
quent taxable year. Adjustments In such
prior or subsequent taxable year may be
made only if the assessment of a de-
ficiency or the allowing of a credit or
refund, as the case may be, in the case of
such prior or subsequent taxable year, is
not prevented by the operation of any
law or rule of law.

§ 473.6 Ascertainment of amount of
increase or decrease. (a) The tax pre-
viously determined must be recomputed
to ascertain the increase or decrease in
tax, if any, resulting from the adjust-
ments specified in section 3807 (b) and
In § 473.5. The difference between the
tax previously determined and the tax
as recomputed after such adjustments
have been made will be the amount of
the increase or decrease. In recomput-
ing the tax previously determined to
ascertain whether any increase or de-
crease in the amount of the tax previ-
ously determined shall be considered to
result from the adjustment specified in
section 3807 (b) and in § 473.5, only those
items which were the subject of the de-
termination specified in section 3807 (b)
(1) and in § 473.4 or which were affected
by such determination, and no other
items, shall be considered in making
such recomputation. If the treatment
of any item upon which the tax previ-
ously determined was based, or if the
application of any provision of the in-
ternal revenue laws with respect to such
tax depends upon the amount of income
or the amount of income from property(e. g., charitable contributions, deple-
tion, or foreign tax credit), readjust-
ments must be made in such Items as
part of the recomputation in conformity
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with the change in the amount of in-
come or the amount of income from
property which results from the correct
treatment of the item or items in respect
of which the above determination was
made. Interest on any increase or de-
crease shall be assessed or allowed un-
der the general rule applicable to the
assessment of interest in connection with
amounts determined as deficiencies and
to the allowance of interest in connec-
tion with amounts determined as over-
payments.

(b) The amount of any increase or de-
crease determined under section 3807 and
under these regulations shall not be di-
minished by any credit or set-off based
upon any item which was not the
subject of the determination specified in
section 3807 (b) (1) and in § 473.4, or
was not affected by such determination.
For example, if the Commissioner asserts
a deficiency in respect to any tax im-
posed by chapter 1 or chapter 2 under
the provisions of section 3807, no question
relating to a deficiency or an overpay-
ment of tax, unless based upon an item
which was the subject of the deter-
mination specified In section 3807 (b)
(1) and in § 473.4, or was affected by
such determination, may be raised either
by the Commissioner or by the taxpayer
in a proceeding before The Tax Court
of the United States. The fact that an
adjustment is made in a given tax for a
given taxable year under the provisions
of section 3807 shall not mean, however,
that any deficiency which could other-
wise be assessed, or any refund which
could otherwise be allowed, without re-
gard to section 3807 cannot be assessed
or allowed either simultaneously with or
on some date after the adjustment in
such tax is made under the provisions of
section 3807. Thus, if the taxpayer peti-
tions The Tax Court for a redetermina-
tion of a deficiency which the Commis-
sioner has asserted under the provisions
of section 3807, the decision of The Tax
Court shall not be res judicata as to the
taxpayer's liability in respect of the given
tax for the taxable year in question, and
neither such decision of The Tax Court
nor section 322 (c), I. R. C., shall prevent
the taxpayer from being allowed a credit
or refund otherwise allowable in respect
of such tax for such taxable year or from
instituting suit in any court for the re-
covery of any part of such tax, except in
respect of items which were the subject
of the determination specified in section

3807 (b) (1) and in § 473.4 or which ware
affected by such determination.

(c) If the Commissioner has assess;ed
and collected the amount of any increase
under section 3807, no part thereof may
be recovered by the taxpayer in any suit
for refund (except in connection with
the subsequent application of sect:.on
3807) based upon any Item other than
the one which was the subject of the de-
termination specified in section 3807 (b)
(1) and in § 473.4 or was affected by such
determination. If the Commissionier
has refunded the amount of any decrease
under section 3807, the amount so re-
funded may not subsequently be recov-
ered by the Commissioner in a suit for
erroneous refund (except in connection
with a subsequent application of section
3807) based upon any item other than
the one which was the subject of the de-
termination specified in section 3807 (b)
(1) and in § 473.4 or was affected by
such determination.

(d) If any decrease in tax is deter-
mined under the provisions of sect.on
3807, it may be credited, under the up-
plicable law and regulations thereunc.er,
against any tax imposed by chapter 1 or
chapter 2, including the tax in respect of
which the decrease was determined, on
installment thereof, due from the tax-
payer. Likewise, if any increase in taic is
determined under the provisions of sec-
tion 3807, any overpayment by the tax-
payer of any tax imposed by chapter 1 or
chapter 2, including the tax in respect of
which the increase was determined, mnay
be credited against the amount of such
increase in accordance with the appli-
cable law and regulations thereuncler.
(See section 322, I. R. C. and §§ 29.322-1
to 29.322-8 of this chapter.) Accordingly,
it may be possible for the Commissioner
and the taxpayer to settle at one time the
taxpayer's tax liability with respect to
all the taxes imposed by chapter 1 end
chapter 2 for the taxable year for which
the determination specified in section
3807 (b) (1) and in § 473.4 was made.

(e) Adjustments permitted by section
3807 are in addition to and do not affect
other adjustments in the tax increasec. or
decreased which are permissible under
any other law or rule of law. Thus, if
any decrease in tax determined under
section 3807 is to be credited against an
amount due from the taxpayer in respect
of the same tax, or if any overpayment, of
tax is to be credited against an increase
in respect of the same tax determined
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under section 3807, such decrease or such
overpayment shall not be so credited until
all other items, including barred defi-
ciences and barred overpayments, have
been taken into account in determining
the amount of such tax due from the tax-
payer or the amount of overpayment in
respect of such tax. The rule that ad-
justments made under section 3807 In
the tax previously determined do not
affect other adjustments to such tax
which may be made under any other law
or rule of law is illustrated by the fol-
lowing example:

Example. Corporation X filed its income
tax return for the calendar year 1940 on March
15, 1941 and on that date paid the full amount
of tax shown on such return. The Commis-
sioner granted Corporation X an extension of
six months for filing its excess profits tax
return for the calendar year 1940. Corpora-
tion X filed its excess profits tax return for
1940 on September 15, 1941 and on that date
paid the full amount shown on such return.
On March 1, 1943 Corporation X paid a de-
ficiency of $1,500 in respect of its income tax
for 1940.

It was determined on June 1, 1944 that
there was a deficiency in respect of excess
profits tax, and such deficiency was assessed
on September 15, 1944. Adjustments which
could be made In the Income tax for 1940
under the provisions of section 3807 as a re-
sult of such assessment of excess profits tax
would produce an increase of $750 In such
income tax as previously determined. On
October 1, 1944 Corporation X filed a claim
for refund of $1,000 in respect of its income
tax for 1940 based upon an adjustment in
respect of long-term capital gains, and the
Commissioner agreed that such adjustment
would be a proper one. The Commissioner
asserts, however, and Corporation X agrees,
that Corporation X claimed a deduction for
interest on Its income tax return for 1940 to
which it was not entitled and that Corpora-
tion X's income tax for 1940 would properly
be increased by $400 if such deduction were
eliminated. This $400 cannot be assessed in-
asmuch as the ordinary period of limitations
upon assessment of income tax for 1940 ex-
pired on March 15, 1944. However, such $400
can be used to offset the $1,000 which Cor-
poration X claims Is an overpayment of in-
come tax. There is, therefore, an overpay-
ment of $600 In income tax for 1940. The
$750 increase in income tax for 1940 which
was determined under section 3807 may be
assessed as If on September 15, 1944 one
year remained before the expiration of the
period of limitations upon assessment of in-
come tax for 1940. The $600 overpayment
of income tax for 1940 may then be credited
against the assessment of $750 increase in
income tax for 1940. The remaining $150
of such increase in income tax may be col-

lected under the law and regulations applica-
ble to the collection of such tax.

The crediting of the above $600 overpay-
ment of income tax against the above $750
increase In income tax is, moreover, the al-
lowance of a credit under a determination In
respect of a tax Imposed by chapter 1 within
the meaning of section 3807 (b) (1) so as
to serve as the basis for a further adjustment
in excess profits tax for 1940 under the pro-
visions of section 3807.

§ 473.7 Application to affiliated groups.
(a) Section 3807, I. R. C., is applicable to
affiliated groups which filed consolidated
returns, and operates whether the deter-
mination specified In section 3807 (b) (1)
and in § 473.4 is made In respect of a tax
reported on the basis of a consolidated
return or in respect of a tax reported on
the basis of a separate return. In the
case of a member of an affiliated group,
the words "any other tax of the taxpayer"
are to Include any other tax imposed by
chapter 1 or chapter 2 upon any other
member of the group, whether such tax is
reported on the basis of a consolidated
return or on the basis of a separate re-
turn. Thus, if a deficiency is assessed,
or a refund allowed, in respect of a tax
reported on the basis of a consolidated
return, adjustments under section 3807
may be made In respect of the other taxes
of the affiliated group reported on the
basis of a consolidated return and also
in respect of the taxes of all the members
of such group not reported upon the basis
of such a consolidated return. Similarly,
if the deficiency or refund is in respect
of a tax of a member of an affiliated group
not reported on the basis of a consol-
idated return, adjustments may be made
not only in other taxes of such member,
but also in any tax which such group re-
ported upon the basis of a consolidated
return and in any tax of any other mem-
ber of the group which was reported on
the basis of a separate return. These ad-
justments may be made even though the
several taxable periods involved are not
the same if the taxable year for which the
adjustments are made coincides in whole
or in part with the taxable year for which
the deficiency was assessed or the refund
allowed.

(b) The application of section 3807 to
affiliated groups may be illustrated by the
following example:

Example: Corporation X, which makes its
tax returns upon the basis of the calendar
year, becomes a member of an affiliated group
on July 1, 1940. Such group likewise makes
Its returns on the basis of the calendar year.
A consolidated excess profits tax return was
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filed for the group for the year 1940 on
March 15, 1941. Likewise, Corporation X
filed an excess profits tax return for the
short taxable year January 1 through June
30, 1940, and an income tax return for the
calendar year 1940. On December 1, 1945
Corporation X is allowed a refund of income
tax for 1940 attributable to a casualty loss,
Proper adjustments, though barred under
other provisions of law or rules of law, may
be made under section 3807 in the consoli-
dated excess profits tax (1) to reflect such
loss, (2) to reflect any other deductions, cred-
its, allowances, or adjustments which are
limited to or by net income or the amount
of income from property, and (3) to reflect
the proper deduction for Corporation X's in-
come tax in computing consolidated excess
profits net income. Similarly, such adjust-
ments may be made in Corporation X's sep-
arate excess profits tax return for the short
taxable year January 1 through June 30, 1940.
Adjustments may likewise be made in the
taxes of other members of the group which
were reported on the basis of separate re-
turns. Any adjustment to taxes of other
members of the affiliated group reported on
the basis of separate returns which flow from
the adjustments made in the consolidated
excess profits tax, or from adjustments made
to Corporation X's taxes reported on the
basis of separate returns, may likewise be
made. All such adjustments may be made
as if the period of limitations upon assess-
ment or upon allowance of refunds, as the
case may be, did not expire until December
1, 1948.

(c) If a deficiency or refund is assessed
or allowed in respect of a tax reported
on the basis of a consolidated return, ap-
propriate adjustments can be made in
any tax of the affiliated group reported
on the basis of a consolidated return, or
in any tax of any member of such group
reported on the basis of a separate re-
turn.

Part 474-Extensions of Time for
Payment of Taxes By Corpora-
tions Expecting Carry-backs,
and Tentative Carry-back Ad-
justments

Sec.
474.1 Extensions of time for payment of

taxes by corporations expecting
carry-backs.

474.2 Contents of statement.
474.3 Amount of tax the time for payment

of which may be extended.
474.4 Payment of remainder of tax where

extension relates to only part of
the tax.

474.5 Period of extension.
474.6 Revised statements.

Sec.
474.7 Termination by Commissioner.
474.8 Payments on termination.
474.9 Interest.
474.10 Tentative carry-back adjustmentL.
474.11 Computation of increase or decrease

in prior years' taxes affected by the
carry-back.

474.12 Allowance of adjustments.
474.13 Assessment of erroneous allowanoes.

AUTHORITY: §§ 474.1 to 4.74.13 issued undier
53 Stat. 467; 26 U. S. C. 3791. Interpret or
apply sec. 4 (a), 59 Stat. 519, 521, 523; 26
U. S. C. 3779-3781.

SOURcE: § §474.1 to 474.13 contained in
Treasury Decision 5498, 11 F. R. 2161.

§ 474.1 Extensions o1 time for pay-
ment of taxes by corporations expecting
carry-backs. If a corporation files a
statement with respect to an expected
net operating loss carry-back or unused
excess profits credit carry-back from any
taxable year ending on or after Septem-
ber 30, 1945, such corporation may ex-
tend the time for the payment of all or
any part of certain taxes to the extent
and subject to the limitations provided
in section 3779, I. R. C. A corporation
may extend the time for payment with
respect to only such taxes as meet the
following three requirements:

(a) The tax must be one imposed by
chapter 1 or chapter 2;

(b) The tax must be for the taxable
year immediately preceding the taxable
year of the expected net operating loss
or unused excess profits credit;

(c) The tax must be shown on the
return or must be assessed within the
taxable year of the expected net oper-
ating loss or unused excess profits credit;
and

(d) The tax must not have been paid
or required to have been paid prior to the
filing of the statement.
The time for payment of the tax is
automatically extended under section
3779 upon the filing of a statement by
the corporation with the collector of in-
ternal revenue where the tax is payable
with respect to the expected net operat-
ing loss carry-back or unused excess
profits credit carry-back. The period of
extension is that provided in section 3779
(d) unless sooner terminated by action
of either the Commissioner of Internal
Revenue (referred to in this part as the
Commissioner) or the corporation.

§ 474.2 Contents of statement. (a)
The statement with respect to an Ux-
pected carry-back which must be filled by
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a corporation in order to extend the time
for payment of tax under section 3779 is
to be filed on Form 1138. The statement
must be filled out in accordance with the
instructions accompanying the form, and
all information required by the form and
the instructions must be furnished by the
taxpayer. The statement must be sworn
to in the manner prescribed in section 52
in the case of a corporation income tax
return. The collector, upon request, will
furnish a receipt for any statement filed.
Such receipt will show the date the state-
ment was filed.

(b) The reduction, attributable to the
expected carry-back, in the aggregate of
the taxes previously determined for all
taxable years, affected by the carry-back,
prior to the taxable year of the expected
net operating loss or unused excess prof-
its credit will be the excess of the de-
creases over the increases, attributable to
the expected carry-back or any related
adjustments, in such taxes as previously
determined. The tax previously deter-
mined is to be ascertained in accordance
with the method prescribed in section
3801 (d), I. R. C. In general, therefore,
the tax previously determined will be the
tax shown by the taxpayer on its return,
increased by any amounts assessed (or
collected without assessment) as de-
ficiencies prior to the date of the filing of
the statement, and decreased by any
amounts abated, credited, refunded, or
otherwise repaid prior to such date. Any
items as to which the Commissioner and
the taxpayer are in disagreement at the
time of the filing of the statement shall
be taken into account in ascertaining the
tax previously determined only if, and to
the extent that, they were reported in the
return, or were reflected in any amounts
assessed (or collected without assess-
ment) as deficiencies, or in any amounts
abated, credited, refunded, or otherwise
repaid, prior to the date of the filing of
the statement. The tax previously de-
termined will reflect the foreign tax
credit, the credit for tax withheld at
source provided in section 32, I. R. C., the
credit for debt retirement provided in
section 783, I. R. C., and the 10-percent
credit against the excess profits tax pro-
vided in section 784, I. R. C., but will
not reflect the postwar credit provided
in section 780, I. R. C. In the case of
any taxable year beginning in 1944 for
which the credit provided in section 784
is not claimed on the return, the tax
shown on the return, for purposes of
this subsection, shall be the tax shown

on the return as filed reduced by the ex-
cess of (1) the credit under section 784
to the extent that an amount has not
been abated, credited, refunded, or oth-
erwise repaid in respect of such credit
prior to the date of filing the statement,
over (2) any amount claimed on the re-
turn as a credit for debt retirement un-
der section 783. In the case of any tax-
able year beginning prior to January 1,
1944, any amount abated, credited, re-
funded, or otherwise repaid in connection
with the postwar credit under section
780, and the amount of any bonds issued
as prescribed in sections 780 and 781 in
connection with the excess profits tax
for such taxable year, whether or not
such bonds have been redeemed, shall
not be considered an amount abated,
credited, refunded, or otherwise repaid
in respect of the excess profits tax for
such taxable year.

(c) The increase or decrease, attribut-
able to the expected carry-back or any
related adjustments, in any tax previ-
ously determined is to be ascertained, ex-
cept for such carry-back and related
adjustments, on the basis of the items
which entered into the* computation of
such tax as previously determined. Ac-
cordingly, as in ascertaining the tax pre-
viously determined, items must be taken
Into account only to the extent that such
items were included in the return, or were
reflected in amounts assessed (or col-
lected without assessment) as deficien-
cies, or in amounts abated, credited, re-
funded, or otherwise repaid, prior to the
date of the filing of the statement. Thus,
for example, if the taxpayer claimed a de-
duction for depreciation of $10,000 in its
return and the Commissioner asserts that
only $4,000 is properly deductible, no
change is to be made in the $10,000 de-
preciation deduction as shown by the
taxpayer on his return unless a deficiency
has been assessed, or an amount collected
without assessment, prior to the date of
the filing of the statement as a result of
a change in the depreciation deduction,
or unless such change in the depreciation
deduction was reflected in an amount
abated, credited, refunded, or otherwise
repaid prior to such date. In determining
the increase or decrease in any tax pre-
viously determined, any items which are
affected by the carry-back must be ad-
justed to reflect such carry-back. Thus,
any deduction limited, for example, by
net income, such as the deduction for
charitable contributions, is to be re-
computed on the basis of the net income
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as affected by the carry-back. Similarly,
in any case where one tax is allowable
as a deduction in computing a second
tax, or where the income subject to one
tax is a credit in computing the income
subject to the second tax, such deduction
or credit must be adjusted to reflect such
carry-back. In determining the decrease
in excess profits tax for any taxable year
beginning prior to January 1, 1944, the
tax as recomputed by taking into account
the carry-back and any related adjust-
ments is not to be decreased by the
amount of the postwar credit under sec-
tion 780, whether or not any amount has
been abated, credited, refunded, or other-
wise repaid in connection with such
credit, or by the amount of any bonds,
whether or not such bonds have been
redeemed, issued as provided in sections
780 and 781 in connection with the excess
profits tax for such taxable year. In de-
termining the net operating loss deduc-
tion, the adjustments required by sections
122 (c), 711 (a) (1) (J), and 711 (a) (2)
(L), I. R. C., are likewise to be made.

(d) The reduction in the aggregate of
the taxes previously determined is a net
reduction. That is, in determining such
reduction, a decrease, attributable to a
carry-back, in any one tax, e. g., the ex-
cess profits tax, will be offset by an in-
crease in any other tax, e. g., the normal
tax and surtax, resulting from such
decrease.

(e) A decrease in excess profits tax at-
tributable to an unused excess profits
credit carry-back which itself results
from, or is increased in amount by, a
net operating loss carry-back will be
considered to be attributable to such net
operating loss carry-back. Thus, if a
corporation has a net operating loss in
the calendar year 1945 which when car-
ried back to 1943 results in an unused
excess profits credit for 1943, the de-
crease in excess profits tax for 1941 re-
sulting from the unused excess profits
credit carry-back from 1943 will be con-
sidered to be attributable to both the
unused excess profits credit carry-back
from 1943 and to the net operating loss
carry-back from 1945. The decrease in
the excess profits tax for 1941, however,
will be considered to be attributable to
the net operating loss carry-back from
1945 only to the extent that such de-
crease results from such net operating
loss carry-back.

§ 474.3 Amount of tax the time for
payment of which may be extended--(a)

Total amount to which extension ,ay
relate. The total amount of one or more
taxes the time for payment of which
may be extended under section 3179,
I. R. C., may not exceed the amoumt
shown in item 4 (c) of Form 1138.

(b) Amount of any one tax to which
extension may relate. The taxpayer is
to specify in item 5 (j) of Form 1138 the
tax or taxes and the amount thereof :;he
time for payment of which is to be ex-
tended. In case of any one tax 1;he
amount to which an extension may re-
late may not exceed the amount of such
tax shown on the return as filed, In-
creased by any amount assessed as a de-
ficiency (or as interest or additions to
the tax) prior to the date of filing the
statement and decreased by any amount
paid or required to be paid prior to such
date. For taxable years beginning in
1944, the amount of tax to which an ex-
tension may relate is to be further re-
duced by any amount which is to be
abated, credited, refunded, or otherwise
repaid in connection with the credit p ro-
vided in section 784, I. R. C., without ::e-
gard to the date on which such abate-
ment, credit, refund, or other repayment
is in fact allowed or made. In determn-
ing the amount of tax required to be paid
prior to the date of filing the statement,
only the following amounts shall be taken
into consideration:

(1) The amount of the tax shown on
the return as filed; and

(2) Any amount assessed as a de-
ficiency (or as interest or additions to
the tax) if the tenth day after notice
and demand for its payment occurs prior
to the date of the filing of the statement.

Delinquent installments are to be con-
sidered amounts required to be paid prior
to the date of filing the statement. In
the case of any authorized extension of
time under section 56 (c), I. R. C., the
amount of tax the time for payment of
which is so extended is not to be con-
sidered required to be paid prior to the
end of such extension. Similarly, any
amount assessed as a deficiency (or as
interest or additions to the tax) is not to
be considered required to be paid prior to
the date of the filing of the statement
unless the tenth day after notice and
demand for its payment falls prior to the
date of the filing of the statement.

The taxpayer may choose to extend the
time for payment of all of one or more
taxes, or it may choose to extend the
time for payment of portions of several
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taxes. The taxes chosen by the taxpayer
need not be those taxes which are af-
fected by the carry-back. The amount
to which an extension may relate in the
case of any one tax may not exceed the
amount specified in section 3779 (c),
I. R. C., and shown in item 5 (i)
of Form 1138, and the total amount of
all taxes the time for payment of
which may be extended may not exceed
the amount specified in section 3779
(c) and shown on item 4 (c) of
Form 1138. Such amounts represent
the maximum amounts the time for pay-
ment of which may be extended; the
amount the time for payment of which
Is extended in the case of any one tax,
or the total of such amounts, may be less
than the maximum amounts specified in
section 3779 (c) and shown in items 5 (1)
and 4 (c), respectively, of Form 1138.

§ 474.4 Payment of remainder of tax
where extension relates to only part of
the tax. If an extension of time relates
to only part of the tax, the time for
payment of the remainder of the tax
shall be considered to be the dates on
which payments would have been re-
quired if such remainder had been the
tax and the taxpayer had elected to pay
the tax in four equal installments.

The provisions of this section may be
illustrated by the following example:

Example. Corporation A, which keeps its
books and makes its tax returns on the
calendar year basis, filed its income tax
return for 1945 on March 15, 1946. The cor-
poration showed a tax of $1,000 on its re-
turn and paid one-fourth of such tax, or
$250, on March 15, 1946. On June 1, 1946,
Corporation A, pursuant to the provisions
of section 3779 and these regulations, ex-
tended the time for payment of $600 of
such tax. The remainder of the tax the
time for payment of which was not so ex-
tended, I. e., $400, is to be considered the
tax for purposes of determining when it is
to be paid. Such remainder is to be paid
in four equal installments on each of the
normal installment dates. Since the cor-
poration has already paid $250 on March 15,
1946, it will have nothing to pay on June
15, 1946, It will pay $50 on September 15,
1946, and $100 on December 15, 1946.

§ 474.5 Period of extension. If the
time for the payment of any tax has been
extended pursuant to section 3779, I. R.
C., such extension shall expire:

(a) On the last day of the month in
which falls the last date prescribed by
law (including any extension of time
granted the taxpayer) for the filing of

the return for the taxable year of the
expected net operating loss or unused ex-
cess profits credit; or

(b) If an application for a tentative
carry-back adjustment provided in sec-
tion 3780, I. R. C., with respect to such
loss or unused" credit Is filed before the
expiration of the period specified in para-
graph (a) of this section, on the date on
which notice is mailed by registered mail
to the taxpayer that such application Is
allowed or disallowed in whole or in part.

§ 474.6 Revised statements. A cor-
poration may file more than one state-
ment under section 3779 with respect to
any one taxable year. Each statement
is to be considered a new statement and
not an amendment of any prior state-
ment. Each such new statement Is to be
in lieu of the last statement previously
filed with respect to the taxable year of
the statement and may extend the time
for payment of a greater or lesser
amount of tax than was extended under
the prior statement. The extension may
not relate to any amount of tax which
was paid or required to be paid prior to
the date of filing the new statement.
Any amount of tax the time for payment
of which was extended under a prior
statement, however, may continue to be
extended under the new statement. If
the amount the time for payment of
which is extended under the new state-
ment is less than the amount so extended
under the last statement previously filed,
the extension of time shall be terminated
on the date the new statement Is filed as
to the difference between the two
amounts. See section 3779 (g) for the
dates on which such difference must be
paid. If a corporation pays any amount
of tax, the time for payment of which
was extended, prior to the date the ex-
tension would otherwise terminate, the
extension with respect to such amount
shall be deemed terminated, without re-
gard to whether a new statement is
filed, on the date such amount is paid.
The corporation shall Indicate on each
new statement filed that it has already
filed one or more prior statements with
respect to the taxable year of the state-
ment. The corporation shall likewise
indicate the dates each prior statement
was filed and the amount of each tax the
time for payment of which was extended
under each prior statement.

The provisions of this section may be
illustrated by the following example:
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Example. Corporation B, which keeps its
books and makes its tax returns on the
calendar year basis, filed Its income tax
return for 1945, showing a tax of $100,000,
on March 15, 1946. At the same time it filed
a statement under section 3779 in which it
stated that it expected to have a net op-
erating loss of $75,000 in 1946 and that the
reduction in the aggregate of all taxes previ-
ously determined for taxable years prior to
1946, attributable to the expected net op-
erating loss carry-back resulting from such
expected loss, would be $30,000. The cor-
poration accordingly extended the time for
payment of $30,000 of its income tax for
1945, and paid $17,600 of such tax on March
15, 1946 (see sections 3779 (c) and § 474.4).
As a result of its operations during the next
several months, the corporation filed a sec-
ond statement on June 1, 1946, in which it
stated that its expected net operating loss
for 1946 would amount to $300,000 and that
the corresponding reduction in the aggregate
of all taxes previously determined for tax-
able years prior to 1946 would amount to
$120,000. Corporation B under the new
statement may extend the time for payment
of the three installments of $17,500 due on
June 15, 1946, September 15, 1946, and De-
cember 15, 1946, and the time for payment
of the $30,000 extended under the first state-
ment filed on March 15, 1946, may continue
to be extended under the second statement.
The $17,500 which was paid on March 15,
1946, will not be affected by the second state-
ment filed on June 1, 1946. If the corpora-
tion had failed to pay the $17,500 on March
15, 1946, and had not secured an extension
of time under section 56 (c) until at least
June 1, 1946, with respect to such amount,
the time for payment of such $17,500 could
not be extended under the second state-
ment filed on June 1, 1946.

Corporation B might file a second state-
ment to show that it had overestimated the
amount of its expected net operating loss
and accordingly to terminate the extension
with respect to part or all of the tax. The
corporation might file a second statement
even though its estimate of its expected net
operating loss had not changed since it filed
its first statement. For example, the corpo-
ration might have computed incorrectly the
reduction, attributable to the expected net
operating loss carry-back from 1946, in the
aggregate of its taxes previously Cetermined
for all taxable years prior to 1946. In such
case, the corporation might file a second
statement showing the correct computation
of such reduction and increasing or de-
creasing the amount of tax the time for pay-
ment of which was extended to correspond
to the correct computation. The corpora-
tion might file a second statement in order
to change the kind of tax the time for pay-
ment of which is to be extended even though
the total amount of tax the time for pay-
ment of which was extended is not to be
changed.

§ 474.7 Termination by Commis-
sioner-(a) After an examination of the
statement filed by the corporation is
made. The Commissioner is authorized
to make such examination of the state-
ments filed as he deems necessary and
practicable. If upon such examination
as he may make, the Commissioner be-
lieves that, as of the time he makes the
examination, all or any part of the state-
ment is in a material respect errone us
or unreasonable, he will terminate the
extension as to any part of the amount
to which such extension relates which he
deems should be terminated.

(b) Jeopardy. If the Commissloner
believes that the collection of any amount
to which an extension under section 3779,
I. R. C., relates is in jeopardy, he will im-
mediately terminate the extension. In
the case of such a termination, notice Fnd
demand is to be made by the collector for
payment of such amount, and there may
be no further extension of time under
section 3779 with respect to such amount.

§ 474.8 Payments on termination. If
an extension of time under section 3779
is terminated with respect to any amount
either (1) by the filing of a new state-
ment by the taxpayer under section 3779
(e) extending the time for payment of a
lesser amount than was extended in a
prior statement or (2) by action of L;he
Commissioner under section 3779 (f)
after making an examination of the
statement filed by the corporation, no
further extension of time may be made
under section 3779 with respect to such
amount. The time for payment of such
amount shall be the dates on which pay-
ments would have been required if there
had been no extension with respect to
such amount and the taxpayer 1had
elected under section 56 (b), I. R. C., to
pay the tax in four equal installments.

The provisions of this section may be
illustrated by the following examples:

Example (1). Corporation C, which keaps
its books and makes its tax returns OIL a
calendar year basis, filed its 1945 income 'tax
return, showing a tax of $1,000, on March 15,
1946. At the same time the corporation filed
a statement under section 3779 and this
part extending the time for payment
of the entire $1,000 on the basis of an ex-
pected unused excess profits credit carry-back
from 1946. On July 1, 1946. the corporat'.on
filed a new statement indicating that ';he
reduction, attributable to the expected in-
used excess profits credit carry-back fram
1946, in the aggregate of its taxes for years
prior to 1946 would be only $800, and thus
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terminated the above extension to the ex-
tent of $400. The time for payment of such
$400 may not be extended again, and such
$400 is payable as if it were the tax for 1945
and Corporation C had elected to pay such
tax in four equal installments. That is, $100
Is payable on March 15, 1946, $100 on June
15, 1946, $100 on September 15, 1946, and
$100 on December 15, 1946. Interest is pay-
able under section 3779 (1) (2) on such
amounts at the rate of 6 percent per annum
and is to be computed from the respective
dates on which such amounts were payable.
Inasmuch as the March 15 and June 15 dates
had already passed when Corporation C ter-
minated the extension with respect to the
$400, $200 is payable immediately upon such
termination, and $100 is payable on Septem-
ber' 15, 1946, and $100 on December 15, 1946.
The fact that the corporation did not pay
the $100 on March 15, 1946, and the $100
on June 15, 1946, is not to be considered such
a failure to pay an installment on or before
the date fixed for its payment as would make
the entire tax become due under the provi-
sions of section 56 (b). Interest, however,
will be computed upon the first $100 from
March 15, 1946, and upon the second $100
from June 15, 1946. See section 3779 (1)
and § 474.9.

Example (2). If Corporation C in example
(1) had shown a tax of $1,200 on Its return
and accordingly had paid $50 on March 15,
1946, and $50 on June 15, 1946, the other
facts being the same as in example (1), then
upon the termination as to the $400, $200
would be payable immediately (I. e., $100
which in the light of the termination should
have been paid on March 15, 1946, and $100
which should have been paid on June 15,
1946), and two installments of $150 each
would be payable on September 15, 1946, and
on December 15, 1946. Interest would be
computed from the same dates as In example
(1).

The above examples would also apply
if the extension of time for the payment
of the $400 were terminated by the Com-
missioner under section 3779 (f) because
he believed that the statement filed by
Corporation C under section 3779 ex-
tending the time for payment of tax was
clearly erroneous or unreasonable in a
material respect. If, however, the Com-
missioner on July 1, 1946, terminated the

extension with respect to such $400 un-
der section 3779 (h) because he believed
the collection of such amount was in
jeopardy, the entire $400 would be pay-

able immediately upon notice and de-
mand by the collector. In such case in-
terest would be computed on $100 from
March 15, 1946, on $100 from June 15,
1946, and on the remaining $200 from
July 1, 1946. See section 3779 (1) and

§ 474.9.

819596-49- 26

§ 474.9 Interest. Interest is payable
on any amount the time for payment of
which is extended under section 3779.
The interest, which is to be collected as
part of such amount, is to be computed
from the dates on which payments
would have been required if there had
been no extension, and the taxpayer had
elected under section 56 (b) to pay the
tax in four equal installments, at the
following rates:

(a) At the rate of 3 percent per an-
num on so much of such amount as is
satisfied by applying or crediting
thereto, within the period of extension
(see section 3779 (d)), a decrease in tax
determined in respect of an application
for a tentative carry-back adjustment,
as provided in section 3780 (a), I. R. C., to
the date of such satisfaction, except that
the rate is to be 6 percent per annum
upon so much of the satisfied amount as
does not exceed the amount of the de-
ficiencies assessed under section 3780 (b)
in respect of such application which is
not so satisfied; and

(b) At the rate of 6 percent per an-
num upon the remainder of the amount
the time for payment of which was ex-
tended to the date such amount is paid.
Interest thus will be payable at the
rate of 3 percent per annum upon any
amount the time for payment of which
has been extended under section 3779 to
the extent that such amount is satisfied
by applying or crediting thereto, within
the period of extension, a decrease in tax
determined in respect of an application
for a tentative carry-back adjustment
under section 3780 (a). The application
for the tentative carry-back adjustment
must be with respect to the same taxable
year as that of the expected net operat-
ing loss or unused excess profits credit.
In determining whether an amount has
been so satisfied, however, the net effect
of the carry-back, including any result-
ing deficiencies, must be taken into ac-
count. Interest upon any amount not
so satisfied will be payable at the rate of
6 percent per annum.

The provisions of this section may be
illustrated by the following example:

Example. Corporation D, which came into
existence on January 1, 1945 and which
keeps its books and makes its tax returns
on the calendar year basis, extended the
time for payment of $855 of its excess profits
tax for 1945 on the basis of an expected un-
used excess profits credit carry-back from
1946. The corporation in fact had an unused
excess profits credit in 1946 and it filed an
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application for a tentative carry-back ad-
justment under section 3780 (a) on March
31, 1947. Such application showed a de-
crease in excess profits tax for 1945 of $855
and a resulting increase in income tax for
1945 of $400. Corporation D's application
was allowed in full on June 29, 1947, and
the resulting decrease of $855 in excess
profits tax for 1945 was applied against the
$855 of excess profits tax for 1945 the time
for payment of which had been extended
(see section 3780 (b)). The Commissioner,
however, simultaneously assessed, and no-
tice and demand was made for, the $400 in-
crease in Corporation D's income tax for
1945. Inasmuch as the entire decrease in
its excess profits tax for 1945 had been ap-
plied against the unpaid amount of its ex-
cess profits tax for 1945, the corporation
paid such $400 increase in income tax in
cash within ten days after notice and de-
mand. The reduction in the aggregate of
the corporation's taxes as previously deter-
mined for 1945, attributable to the unused
excess profits credit carry-back from 1946,
was only $455, and the corporation there-
fore should not have extended the time for
payment of more than $455 of Its 1945 taxes.
Inasmuch as in effect only $455 of the
amount the time for payment of
which had been extended was satisfied by
reason of the carry-back, interest is to be
collected at the rate of 3 percent per annum
on the $455 and at the rate of 6 percent per
annum on the remaining $400. The interest
will be computed on the $455 and on the
$400 at the rates of 3 percent and 6 percent
per annum, respectively, as if one-fourth
of each such amount were payable on March
15, 1946, one-fourth on June 15, 1946, one-
fourth on September 15, 1946, and one-fourth
on December 15, 1946. Interest on the $455
will run until the date the reduction in ex-
cess profits tax for 1945, determined in re-
spect of the above application for a tenta-
tive carry-back adjustment, is applied
against the excess profits tax for 1945 the
time for payment of which was extended, and
interest on the $400 will run until the date
such $400 is paid. No interest will be pay-
able in this case on the above $400 increase
in income tax for 1945 resulting from the
decrease in excess profits tax for 1945. See
section 292 (c). The corporation, however,
will be liable for a penalty of 5 percent of
$286.25, or $14.31, for extending the time for
payment of an amount substantially in
excess of an amount the time for payment of
which might properly have been extended.
See section 294 (e) and § 29.294-2 of this
chapter.

If an extension of time under section
8779 is terminated either by action of the
taxpayer (by paying an amount the time
for payment of which had been extended
or by filing a new statement extending the
time for payment of a lesser amount than
was extended in a prior statement) or by
the Commissioner (because he believes the
statement filed was erroneous or unreason-

able in a material respect or because he be-
lieves that the collection of an amount to
which the extension relates is in jeopardy),
interest Is payable on the amount to which
such termination relates at the rate of 6
percent per annum to the date of payment.
Likewise, if the taxpayer fails to file an ap-
plication for a tentative carry-back adjst-
ment prior to the last day of the month
in which falls the last date prescribed by
law (including any extension of time granted
the taxpayer) for filing the return for the
taxable year of the expected net opera'ing
loss or unused excess profits credit, interest
is payable on the amount to which the ex-
tension relates at the rate of 6 percent per
annum to the date of payment. In such
case interest will be payable at the rate of
6 percent per annum without regard to
whether the taxpayer could have filed an
application for a tentative carry-back ad-
justment, which would have been allowed
by the Commissioner, prior to such last
date and without regard to whether the tax-
payer in fact does file such an application at
some time after such last date. If par; of
an amount the time for payment of wiich
has been extended is satisfied by applying
or crediting thereto, within the period of
extension, a decrease in tax determined in
respect of an application for a tentative
carry-back adjustment and part Is not so
satisfied, interest will be payable on the
first part at the rate of 3 percent per annum
and on the second part at the rate of 6 per-
cent per annum.

The action of the Commissioner in allow-
ing or disallowing an application for a terLta-
tive carry-back adjustment determines the
interest payable on amounts the time for
payment of which has been extended urder
section 3779; such interest is not to be af-
fected by a later determination by the Com-
missioner or any court, including The Tax
Court of the United States. If, however, the
Commissioner determines, either at the time
of the termination of the extension or at
some time thereafter, that during the period
of extension a credit or refund of an over-
payment has been allowed or made, or a defi-
ciency assessed, affecting the amount to
which the extension under section 3779 re-
lates and that the corporation could not
have taken such overpayment or deficiency
into account in the statement or in a revised
statement, an appropriate adjustment will
be made in determining what part of s'ich
amount shall bear interest at the rate of 3
percent and what part at the rate of 6 per-
cent per annum.

§ 474.10 Tentative carry-back adjust-
ments-(a) In general. (1) Any tax-
payer who claims a net operating loss or
unused excess profits credit for any taxa-
ble year ending on or after September
30, 1945 may file an application under
section 3780 for a tentative carry-back
adjustment of the taxes for all taxable
years prior to the taxable year of the
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loss or unused credit which are affected
by the net operating loss carry-back or
the unused excess profits credit carry-
back resulting from such loss or unused
credit. The right to file an application
for a tentative carry-back adjustment
is not limited to corporations, but is
available to any taxpayer who has a
carry-back from a taxable year ending
on or after September 30, 1945. A cor-
poration may file an application for a
tentative carry-back adjustment even
though it has not extended the time for
payment of tax under section 3779. If
a corporation has both a net operating
loss and an unused excess profits credit
in any taxable year ending on or after
September 30, 1945, it may file an appli-
cation for a tentative carry-back adjust-
ment in respect of both the net operat-
ing loss carry-back and the unused ex-
cess profits credit carry-back resulting
from such loss and unused credit.

(2) A decrease in excess profits tax at-
tributable to an unused excess profits
credit carry-back which itself results
from, or is increased in amount by, a net
operating loss carry-back will be consid-
ered to be attributable to both the unused
excess profits credit carry-back and the
net operating loss carry-back. If a cor-
poration has, e. g., a net operating loss in
the calendar year 1945 which when car-
ried back to 1943 results in an unused ex-
cess profits credit for 1943, the decrease in
excess profits tax for 1941 resulting from
the unused excess profits credit carry-
back from 1943 will be considered to be
attributable to both the unused excess
profits credit carry-back from 1943 and
to the net operating loss carry-back from
1945. The decrease in excess profits tax
for 1941, therefore, will be taken into ac-
count in determining the effect on prior
years' taxes of the net operating loss
carry-back from 1945 if the corporation
files an application for a tentative carry-
back adjustment with respect to the net
operating loss carry-back from 1945.
The decrease in the excess profits tax for
1941 will be taken into account, however,
only to the extent that it resulted from
the net operating loss carry-back from
1945.

(b) Contents of application. (1) The
application for a tentative carry-back
adjustment in the case of a corporation is
to be filed on Form 1139, and in the case
of taxpayers other than corporations on
Form 1045. The applications are to be
filled out in accordance with the instruc-

tions accompanying such forms, and all
information required by the forms and
the instructions must be furnished by the
taxpayer. The application in the case of
a corporation is to be sworn to in the
manner provided in section 52, I. R. C., in
the case of a corporation income tax re-
turn. The application in the case of a
taxpayer other than a corporation is to
be verified in the manner provided in
sections 51 and 142, I. R. C., in the case
of an income tax return of such taxpayer.

(2) An application for a tentative
carry-back adjustment does not consti-
tute a claim for credit or refund. If such
application is disallowed by the Commis-
sioner in whole or in part, no suit may be
maintained in any court for the recovery
of any tax based on such application.
The taxpayer, however, may file a regular
claim for credit or refund under section
322, I. R. C., at any time prior to the ex-
piration of the applicable period of limi-
tation, and may maintain a suit based on
such claim if it is disallowed or if the
Commissioner does not act on the claim
within six months from the date it is filed.
Such regular claim may be filed before,
simultaneously with, or after the filing of
the application for a tentative carry-back
adjustment. The filing of an applica-
tion for a tentative carry-back adjust-
ment will not constitute the filing of a
claim for credit or refund within the
meaning of section 322 (b) for purposes
of determining whether a claim for credit
or refund was filed prior to the expiration
of the applicable period of limitation. A
regular claim for credit or refund under
section 322 filed after the filing of an
application for a tentative carry-back
adjustment is not to be considered an
amendment of such application but is to
be considered a new claim. Such regular
claim, however, in proper cases may con-
stitute an amendment to a prior regular
claim filed under section 322.

(c) Time and place of filing applica-
tion. The application for a tentative
carry-back adjustment is to be filed on or
after the date of the filing of the return
for the taxable year of the net operating
loss or the unused excess profits credit,
and must be filed within a period of 12
months from the end of such taxable
year. Any application filed prior to the
date the return for the taxable year of
the loss or unused credit is filed shall be
considered to have been filed on the date
such return is filed. The application is
to be filed with the collector of internal
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revenue where the tax was paid or the
assessment was made.

§ 474.11 Computation of increase or
decrease in prior years' taxes affected by
the carry-back. (a) The taxpayer is to
determine the amount of increase or de-
crease, attributable to the carry-back, in
each tax previously determined, which
is affected by such carry-back, for each
taxable year prior to the taxable year of
the net operating loss or unused excess
profits credit. The tax previously deter-
mined is to be ascertained in accordance
with the method prescribed in section
3801 (d), I. R. C. In general, therefore,
the tax previously determined will be the
tax shown on the return as filed, in-
creased by any amounts assessed (or col-
lected without assessment) as deficien-
cies prior to the date of the filing of the
application for a tentative carry-back
adjustment, and decreased by any
amounts abated, credited, refunded, or
otherwise repaid prior to such date. Any
Items as to which the Commissioner and
the taxpayer are in disagreement at the
time of the filing of the application shall
be taken into account in ascertaining the
tax previously determined only if, and to
the extent that, they were reported in
the return, or were reflected in any
amounts assessed (or collected without
assessment) as deficiencies, or in any
amounts abated, credited, refunded, or
otherwise repaid, prior to the date of fil-
ing the application. The tax previously
determined, therefore, will reflect the
foreign tax credit, the credit for tax
withheld at source provided in section 32,
I. R. C., the credit for debt retirement
provided in section 783, I. R. C., and the
10-percent credit against excess profits
tax provided in section 784, I. R. C., but
will not reflect the postwar credit pro-
vided in section 780, I. R. C. In the case
of any taxable year beginning in 1944
for which the credit provided in section
784 is not claimed on the return, the
tax shown on the return, for pur-
poses of this section, shall be the tax
shown on the return as filed reduced by
the excess of (a) the credit under section
784 to the extent that an amount has not
been abated, credited, refunded, or other-
wise repaid in respect of such credit prior
to the date of filing the application, over
(b) any amount claimed on the return as
a credit for debt retirement under section
783. In the case of any taxable year be-
ginning prior to January' 1, 1944, any
amount abated, credited, refunded, or

otherwise repaid, prior to the date (f
filing the application, In connection with
the postwar credit provided in section
780, and the amount of any bonds issued
as provided in sections 780 and 781 in
connection with the excess profits tax fcr
such taxable year, whether or not such
bonds have been redeemed, shall be con.-
sidered an amount abated, credited, rc-
funded, or otherwise repaid in respect of
the excess profits tax for such taxab:.e

* year prior to the date of filing the appl.-
cation.

(b) The increase or decrease in each
tax previously determined which is aJ'-
fected by the carry-back or any related
adjustments, is to be determined, except
for such carry-back and related adjust-
ments, on the basis of the items which
entered into the computation of such tax
as previously determined; the tax pre-
viously determined being ascertained In
the manner described in this section. In
determining any such increase or de-
crease, accordingly, items shall be taken
into account only to the extent that they
were reported in the return, or were re-
flected in amounts assessed (or collected
without assessment) as deficiencies, or
in amounts abated, credited, refunde1,
or otherwise repaid, prior to the date of
filing the application for a tentative
carry-back adjustment. If the Commi:;-
sioner and the taxpayer are in disagrei.-
ment as to the proper treatment of arty
item, it shall be assumed for purposes of
determining the increase or decrease In
the tax previously determined that such
item was correctly reported by the ta:c-
payer unless, and to the extent that, the
disagreement has resulted in the asses:,-
ment of a deficiency (or the collection of
an amount without an assessment), or
the allowing or making of an abatement,
credit, refund, or other repayment, prior
to the date of filing the application.
Thus, if the taxpayer claimed a deduc-
tion on its return of $50,000 for salaries
paid its officers but the Commissioner
asserts that such deduction should not
exceed $20,000, and the Commissioner
and the taxpayer have not agreed on the
amount properly deductible prior to the
date the application for a tentative
carry-back adjustment is filed, $50,000
shall be considered as the amount prop-
erly deductible for purposes of determin-
ing the increase or decrease in each tax
previously determined in respect of the
application for a tentative carryback ad-
justment. In determining the increa3e
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or decrease in any tax previously deter-
mined, any items which are affected by
the carry-back must be adjusted to re-
flect such carry-back. Thus, any deduc-
tion limited, for example, by net income
or adjusted gross income, such as the
deduction for charitable contributions,
is to be recomputed on the basis of the
net income or adjusted gross income as
affected by the carry-back. Similarly,
in any case where one tax is allowable
as a deduction in computing a second tax,
or where the income subject to one tax is
a credit in computing the income subject
to the second tax, such deduction or
credit must be adjusted to reflect such
carry-back. In determining the decrease
in excess profits tax for any taxable year
beginning prior to January 1, 1944, the
tax as recomputed by taking into account
the carry-back and any related adjust-
ments is to be decreased by any amount
which has been abated, credited, re-
funded, or otherwise repaid, prior to the
date of filing the application, in connec-
tion with the postwar credit under sec-
tion 780, and by the amount of any bonds,
whether or not such bonds have been re-
deemed, issued as provided in sections
780 and 781 In connection- with the excess
profits tax for such taxable year, to the
extent that such amounts are properly
allocable to such tax as recomputed. In
computing the net operating loss deduc-
tion for purposes of determining any
such increase or decrease, proper adjust-
ments as required by sections 122 (c),
711 (a) (1) (J), and 711 (a) (2) (L),
I. R. C., are to be made.

(c) In determining the increase or de-
crease in any tax previously determined
which is affected by the carry-back, the
tax previously determined is to be In-
creased or decreased by the amount of
any increase or decrease in such tax
shown on an application filed under sec-
tion 124 (j), I. R. C., relating to applica-
tions for tentative adjustments with re-
spect to the amortization deduction, to
the extent that such Increase or decrease
shown in the application filed under sec-
tion 124 (j) has not been assessed or
allowed prior to the date of filing the
application for the tentative carry-back
adjustment. The items which enter into
the computation of the tax previously
determined are to be adjusted in con-
formity with such increase or decrease
shown on the application filed under sec-
tion 124 (j) for a tentative adjustment
with respect to the amortization deduc-
tion. The provisions of this paragraph

with respect to an application filed under
section 124 CQ) are not to apply in any
case in which such application has been
disallowed prior to the date the applica-
tion for a tentative carry-back adjust-
ment is filed.

§ 474.12 Allowance o adjustments.
(a) The Commissioner is to act upon any
application for a tentative carry-back ad-
justment filed under section 3780 (a),
I. R. C., within a period of 90 days from
whichever of the following two dates is
the later:

(1) The date the application is filed;
or

(2) The last day of the month in
which falls the last date prescribed by
law (including any extension of time
granted the taxpayer) for filing the re-
turn for the taxable year of the net
operating loss or unused excess profits
credit from which the carry-back results.

(b) Within the above 90-day period the
Commissioner will make, to the extent
he deems practicable in such period, an
examination of the application to dis-
cover omissions and errors of computa-
tion. He is to determine within such pe-
riod the increase or decrease In any tax
previously determined, affected by the
carry-back or any related adjustments,
upon the basis of the application and
such examination. Such increases and
decreases are to be determined in the
same manner as that provided in section
3780 (a) for the determination by the
taxpayer of the increases and decreases
in taxes previously determined which
must be set forth in the application for a
tentative carry-back adjustment. The
Commissioner, however, may correct any
errors of computation or omissions he
may discover upon examination of the
application. In determining the in-
crease or decrease in each tax previously
determined which is affected by the
carry-back or any related adjustments,
he accordingly may correct any mathe-
matical error appearing on the applica-
tion and he may likewise correct any
adjustment required by the law and in-
correctly made by the taxpayer in com-
puting its net operating loss, its unused
excess profits credit, the resulting carry-
backs, or its net operating loss deduction
or unused excess profits credit adjust-
ment. If the required adjustment has
not been made by the taxpayer and the
Commissioner has available the neces-
sary information to make such adjust-
ment within the above 90-day period, he
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may, in his discretion, make such ad-
justment. Thus, if the taxpayer's ap-
plication fails to take into account cer-
tain tax-free interest which he received
in the year of the net operating loss, or
in a prior year the taxes for which are
affected by the resulting net operating
loss carry-back, the Commissioner, if he
knows the amount of such tax-free in-
terest received by the taxpayer in such
year, may take such tax-free Interest
into account in determining the in-
creases and decreases in the taxes previ-
ously, determined which are affected by
the carry-back. In determining such
increases and decreases, however, the
Commissioner will not, for example,
change the amount claimed on the re-
turn as a deduction for depreciation be-
cause he believes that the taxpayer has
claimed an excessive amount; likewise,
he will not include in gross income any
amount not so included by the taxpayer
even though the Commissioner believes
that such amount is subject to tax and
properly should be included in gross
income.

(c) If the Commissioner finds that an
application for a tentative carry-back
adjustment contains material omissions
or errors of computation, he may dis-
allow such application in whole or in part
without further action. If, however, he
deems that any error of computation can
be corrected by him within the above
90-day period, he may do so and allow
the application in whole or in part. The
Commissioner's determination as to
whether he can correct any error of com-
putation within the above 90-day period
shall be conclusive. Similarly, his ac-
tion in disallowing, in whole or in part,
any application for a tentative carry-
back adjustment shall be final and may
not be challenged in any proceeding.
The taxpayer in such case, however, may
file a regular claim for credit or refund
under section 322, I. R. C., and may
maintain a suit based on such claim if it
is disallowed or if the Commissioner does
not act upon the claim within six months
from the date it is filed.

In the case of any application for a
tentative carry-back adjustment which
the Commissioner allows in whole or in
part, any increase determined by the
Commissioner in any tax previously de-
termined which is affected by the carry-
back or any related adjustments shall be
deemed to have been determined as a de-
ficiency and shall be assessed without
regard to the restrictions on assessment

provided in section 272, I. R. C. Such in-
crease may be assessed, for example,
without regard to whether a notice of
deficiency in respect of such increase is
sent to the taxpayer and without regard
to whether a prior notice of deficiency
has been mailed to the taxpayer. Tae
taxpayer will not have the right to coa-
test the assessment before The Tax Court
of the United States whether or not tae
Commissioner sends him a notice in re-
spect of such increase.

(d) Each decrease determined by the
Commissioner in any tax previously de-
termined which is affected by the carry-
back or any related adjustments shall
first be applied against any unpid
amount of the tax with respect to which
such decrease was determined. Such
unpaid amount of tax may include one
or more of the following:

(1) An amount with respect to which
the taxpayer is delinquent;

(2) An amount the time for payment
of which has been extended under sec-
tion 3779, I. R. C., which is due and pay-
able on or after the date on which the
decrease is allowed; and

(3) An amount (including an amount
the time for payment of which has been
extended under section 56 (c), I. R. C.,
but not including an amount the time for
payment of which has been extended un-
der section 3779) which is due and pay.-
able on or after the date on which the
decrease is allowed.

(e) In case the unpaid amount of tax
includes more than one of such amounts,
the Commissioner, in his discretion, shall
determine against which amount or
amounts, and in what proportion, the
decrease is to be applied. In general,
however, the decrease will be applied
against any amounts described in para-
graph (d) (1), (2), and (3) of this sec-
tion in the order named. If there are
several amounts of the type described :in
subparagraph (3) of this paragraph, any
amount of the decrease which is to be ap-
plied against such amounts will be ap-
plied by assuming that the tax previously
determined minus the amount of the de-
crease to be so applied is "the tax" ard
the taxpayer had elected to pay such
tax in four equal installments. The un-
paid amount of tax against which a de-
crease may be applied may not include
any amount of tax for any taxable year
other than the year of the decrease.
After making such application, the Corin-
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missioner will credit any remainder of
the decrease as follows:

(1) Against any increase (including
additions to the tax) determined in any
tax which is attributable to the carry-
back or any related adjustments and
which has been assessed under section
3780 (b), I. R. C.; and then

(2) Against any unsatisfied amount of
any tax for the taxable year immediately
preceding the taxable year of the net
operating loss or the unused excess prof-
its credit the time for payment of which
has been extended under section 3779.

(f) Any remainder of the decrease
after such application and credits may,
within the above 90-day period, in the
discretion of the Commissioner, be cred-
ited against any income, war profits, or
excess profits tax or installment thereof
then due from the taxpayer, and, if not
so credited, is to be refunded to the tax-
payer within such 90-day period.

(g) The application, credit, or refund
of a decrease in tax determined under
section 3780 shall constitute a credit or
refund of an overpayment within the
meaning of sections 781 (b) and 3807 (b)
(1), relating, respectively, to postwar
credits or postwar bonds in the case of
credits or refunds and to the period of
limitations in the case of related taxes
under chapter 1 and chapter 2.

§ 474.13 Assessment of erroneous al-
lowances. (a) If the Commissioner de-
termines that any amount applied, cred-
ited, or refunded under section 3780 (b)
with respect to an application for a ten-
tative carry-back adjustment is in excess
of the overassessment properly attribu-
table to the carry-back upon which such
application was based, he may assess the
amount of the excess as a deficiency as
if such deficiency were due to a mathe-
matical error appearing on the face of
the return. That is, the Commissioner
may assess an amount equal to the ex-
cess, and such amount may be collected,
without regard to the restrictions on as-
sessment and collection imposed by sec-
tion 272,I. R.C. Thus, the Commissioner,
for example, may assess such amount
without regard to whether he has mailed
the taxpayer a prior notice of deficiency.
Either before or after assessing such an
amount, the Commissioner will notify
the taxpayer that he has made, or will
make, such assessment. Such notice will
not constitute a notice of deficiency, and
the taxpayer may not file a petition with

The Tax Court of the United States
based on such notice. The taxpayer,
however, within the applicable period
of limitation may file a regular claim
for credit or refund under section 322
based on the carry-back, if he has not
already filed such a claim, and may
maintain a suit based on such claim
If it is disallowed or if it is not acted
upon by the Commissioner within six
months from the date the claim was
filed.

(b) Upon assessing any deficiency un-
der section 3780 (c), the Commissioner
will schedule as an overassessment the
decrease in any other tax resulting from
the adjustments reflected in the compu-
tation of the deficiency so assessed.
Thus, if the Commissioner determines
that $855 of excess profits tax for 1944
was applied, credited, or refunded in
respect of an application for a tentative
carry-back adjustment in excess of the
amount which properly should have been
so applied, credited, or refunded, the
Commissioner may assess such $855 as a
deficiency without regard to the restric-
tions on assessment imposed by section
272. Generally, however, such deficiency
will result in a decrease of income tax
for 1944 in the amount of $400. Upon
assessing the $855 of excess profits tax
for 1944, the Commissioner accordingly
will schedule such decrease of $400 in
income tax for 1944 as an overassess-
ment, and such $400 overassessment of
income tax will be credited against the
$855 deficiency in excess profits tax.
The taxpayer, therefore, will be required
to pay only the difference between the
two amounts, or $455, in satisfaction of
the deflclenc .

(c) The method provided in section
3780 (c) to recover any amount applied,
credited, or refunded in respect of an
application for a tentative carry-back
adjustment which the Commissioner
later determines should not have been
so applied, credited, or refunded is not
an exclusive method. Two other meth-
ods are available to recover such amount:
(1) by way of a deficiency notice under
section 272 (a) ; or (2) by a suit to re-
cover an erroneous refund under section
3746, I. R. C. The Commissioner, in his
discretion, may proceed by way of any one
or more of the three available methods
to recover any amount which he deter-
mines was improperly applied, credited,
or refunded in respect of an application
for a tentative carry-back adjustment.
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SUBCHAPTER F-RECORDS AND PROCEDURE

Part 600--Records
See.
600.1 Classification.
600.2 Publication and public inspection.

§ 600.1 Classification. M a t t e r s of
official record in the Bureau of Internal
Revenue include:

(a) Documents submitted by members
of the public pursuant to the internal
revenue laws or regulations, such as tax
returns, information returns, statements
required by statute or regulation, claims
for credit, refund, or abatement, offers in
compromise, bonds, applications for reg-
istration, and waivers 'of statutes of
limitation.

(b) Final opinions and orders under
the internal revenue laws and regulations
in tax matters, such as assessment lists,
certificates of overassessment, and statu-
tory deficiency letters, and documents
evidencing determinations of such mat-
ters as claims for abatement, credit, or
refund, offers in compromise, applica-
tions for excess profits tax relief, regis-
tration applications, closing agreements,
and distraints and seizures.
(R. S. 161; 5 U. S. C. 22) [11 F. R. 177A-22,
14261; redesignated at 13 F. R. 77101

§ 600.2 Publication and public inspec-
tion. (a) General. Sections 55, 2556,
2557, 2595, 3275, and 4047 of the Internal
Revenue Code contain broad prohibitive
and penal provisions against the disclo-
sure of certain information described
therein obtained by the Bureau of Inter-
nal Revenue from members of the public
in the performance of its functions: The
above provisions necessitate severe limi-
tations by the Bureau of Internal Reve-
nue upon publication and public inspec-
tion of its official records, Including final
opinions or orders in particular cases.
The extent to which public disclosure
may be made of matters of official record
to persons properly and directly con-
cerned is set forth in this section.

(1) Inspection of tax returns. The
inspection of returns is governed by the
provisions of the internal revenue laws
and rules promulgated by the President
or by the Secretary of the Treasury pur-
suant to such provisions. See Treasury
Decision 4873, approved by the President
November 12, 1938, as amended; Treas-
ury Decision 4878, approved by the Sec-
retary January 4, 1939; Treasury Decision

4929, approved by the President August
28, 1939, as amended; Treasury Decision
5138, approved by the President April
20, 1942 (Subpart A of Part 458 of this
chapter); Treasury Decision 4945, ap-
proved by the Secretary September 20,
1939 (Subpart B of Part 458 of this chap-
ter).

(2) Public lists of persons making in-
come tax returns. Lists of persons mak-
ing income tax returns in each year are
available to public inspection in the
offices of collectors of internal revenue.
See section 55 (e) of the Code.

(3) Public lists o1 persons paying ocu-
pational taxes. Lists of persons paying
occupational taxes under Chapter 27 of
the Code are available for public inspec-
tion in the offices of collectors of internal
revenue pursuant to the provisions and
limitations of section 3275 of the Code.
See Regulations 20 cited In § 601.66 (c)
and regulations cited in § 601.93 of this
chapter.

(4) Record of seizure and sale of real
estate. Record 21 "Record of seizure
and sale of real estate" is open for public
inspection in offices of collectors of inter-
nal revenue and copies are furnished on
application. See Treasury Decision 5428,
10 F. R. 622.

(5) State liquor cases. If the inter-
ests of the United States will not; be
jeopardized thereby, and If information
will not be divulged contrary to section
4047 (a) (1), Internal Revenue Code,
District Supervisors of the Alcohol Tax
Unit may upon receipt of subpoenas or
requests of State authorities, and at the
expense of the State, authorize investi-
gators and other employees under their
supervision to attend trials and adrmin-
isttative hearings in liquor cases in which
the State is a party, produce records and
testify as to facts coming to their knowl-
edge in their official capacities.

(6) Public lists of employers maicing
returns under the Federal Unemployment
Tax Act. Lists of employers of eight or
more making annual returns on Form
940 under the Federal Unemployment
Tax Act (subchapter C of chapter ! of
the Code) are available for public inspec-
tion In the offices of collectors of inter-
nal revenue. See sections 55 (e) and
1604 (c) of the Code.

(b) Final opinions and orders. In
conformity with the policy of the provi-
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sions of law referred to in paragraph
(a) of this section, final opinions and
orders in the adjudication of cases aris-
ing under the internal revenue laws are,
with limited exceptions, treated by the
Bureau as confidential and are not pub-
lished nor made available for public in-
spection. The exceptions are:

(1) Excess profits tax relief; publica-
tion of allowances. Pursuant to the
provisions of section 722 (g) of the Code,
there is published from time to time in
the FEDERAL REGISTER the information
specified in such section relative to ex-
cess profits tax relief allowed particular
taxpayers.

(2) Publication of decisions. Rulings
and decisions on matters arising under
the internal revenue laws which because
they announce a ruling or decision upon
a novel question or upon a question in
regard to which there exists no previ-
ously published ruling or decision, or for
other reasons, are of such importance
to be of general interest, or which re-
voke, amend or affect in any manner
a published ruling or decision are, after
rephrasing to eliminate any confidential
information relating to a particular case,
including identity of persons, regularly
published in the Internal Revenue Bulle-
tin. No unpublished ruling or decision
will be cited or relied upon by any officer
or employee of the Bureau of Internal
Revenue as a precedent in the disposition
of other cases.

(c) Rules. All rules relating to the
functions of the Bureau of Internal Rev-
enue other than those dealing solely with
internal management will, to the extent
consistent with the limitations contained
in the provisions of law referred to in
paragraph (a) of this section, be made
available to public inspection. As to
rules generally and their publication see
§ 601.13 of this chapter.

(d) Requests. Requests for Informa-
tion in connection with matters of offi-
cial record in which the procedure for
inspection is not set out in rules re-
ferred to in subparagraphs above should
be submitted to the Commissioner of
Internal Revenue, Washington 25, D. C.
The request should clearly state the in-
formation desired and must set forth
the interest of the applicant in the sub-
ject matter and purpose for which the
information is desired. If the applicant
is an agent or attorney acting for an-
other he will attach to the application
evidence of his authority to act for his

principal. If such evidence is satisfac-
tory such agent or attorney will be given
access to any record to which his prin-
cipal would be given access. The deter-
mination as to whether the information
requested is available for disclosure in
any particular case will be made by the
Commissioner of Internal Revenue or
such other officer authorized under the
provisions of law referred to in paragraph
(a) of this section.

Whenever it is determined that a mat-
ter of official record is available for dis-
closure in a particular case, a copy of
said official record will be furnished the
party requesting the same or the officer
passing upon the request may in his dis-
cretion allow a personal inspection of the
official record In question at the place
where the document is normally kept. A
reasonable fee may in the discretion of
the determining officer be charged for
furnishing copies of official records.
(R. S. 161; 50 U. S. C. 22) [11 F. R. 177A-22,
14261, as amended at 12 F. R. 3220, 13 F. R.
4122, redesignated at 13 F. R. 77101

Part 601-Procedure

Sec.
601.1
601.2

601.3
601.4
601.5
601.6

Subpart A--General Procedure

Introductory.
Classification of taxes collected by

the Bureau.
Collection procedure.
Disputed liability.
Legal review.
Description of forms.

Subpart B-income and Excess Profits Taxes
601.11
601.12
601.13

601.14
601.15
601.16

601.17

General.
Tax collection.
Examination of returns and deter-

mination of correct liability.
Claims for credit or refund.
Rulings.
Administrative procedures for col-

lection.
Forms.

Subpart C-Technical Staff

601.21 Appellate functions and procedures
in the determination of income,
profits, estate or gift tax liability.

601.22 Practice and procedure require-
ments.

601.23 Offers in compromise.

Subpart D-Estate and Gift Taxes

601.26 General.
601.27 Tax collection.
601.28 Examination of estate and gift tax

returns and determination of cor-
rect tax liability.

601.29 Claims for credit or refund.
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Sec.
601.30 Post audit review of determinations

of estate and gift tax liabilities
made in field divisions by internal
revenue agents in charge.

601.31 Rulings.
601.32 Administrative provisions relating

to extensions of time to file re-
turns and pay taxes; issuance of
releases of liens and transfer cer-
tificates, etc.

601.33 Description of forms.

Subpart E-Employment Taxes
601.41 General.
601.42 General procedure.
601.43 Forms.

Subpart F-Sales Taxes Collected by Assessment
601.46 General.
601.47 Procedure.
601.48 Proposed assessments of additional

or delinquent taxes.
601.49 Administrative remedies available

to taxpayers after assessment
and/or payment of sales taxes
alleged to have been erroneously
or illegally assessed or collected.

601.50 Offers in compromise.
601.51 Registration and bonding require-

ments special to certain of the
taxes on sales by manufacturers,
producers, and importers.

601.52 Forms.

Subpart G-Miscellaneous Excise Taxes
Collected by Assessment

601.56 General.
601.57 General procedure.
601.58 Proposed assessments of additional

or delinquent tax.
601.59 Administrative remedies available

to taxpayers after assessment
and/or payment of miscellaneous
excise taxes alleged to have been
erroneously or illegally assessed
or collected.

601.60 Offers in compromise.
601.61 Provisions special to taxes on ad-

missions, etc., hydraulic mining,
and the transportation of prop-
erty.

601.62 Description of forms.

Subpart H-Alcohol Tax Unit Procedure
601.66 General.
601.67 Procedure.
601.68 Offers in compromise.
601.69 Additional claims procedure.
601.70 Rulings.
601.71 Conferences.
601.72 Attorneys and agents.
601.73 Forms.

Subpart I-Tobacco Taxes
601.81
601.82

601.83
601.84

Introductory.
Special registration and bonding re-

quirements.
Tax collection.
Rulings.

Sec.
601.85 Proposed assessments of additional

or delinquent taxes.
601.86 Administrative remedies avalleble

to taxpayers after the purchase of
tobacco tax stamps or after assess-
ment or payment of tobacco taxes.

601.87 Offers in compromise.
601.88 Forms.

Subpart J-Miscellaneous Excise Taxes Colle,:ted
by Sale of Revenue Stamps

601.91 Introductory.
601.92 Documentary stamp taxes.
601.93 Commodity stamp taxes.
601.94 Occupational stamp taxes.
601.95 General procedure.
601.96 Liability for additional or delin-

quent tax.
601.97 Administrative remedies available

to taxpayers after purchase of
documentary, commodity, or oc-
cupational tax stamps or after
assessment and/or payment of
tax.

601.98 Offers in compromise.
601.99 Provisions special to the documon-

tary, commodity, and occulpa-
tional stamp taxes.

601.100 Description of forms.

Subpart K-Excess Profits Tax Council; Appellate
Functions and Procedures Under Section 722
of the Internal Revenue Code

601.106 General.
601.107 Procedure.

Subpart L-Rules
601.116 Formulation.
601.117 Petition to change rules.
601.118 Publication.
601.119 Executive orders.

AUTHORITY: §§ 601.1 to 601.119 issued tin-
der R. S. 161; 50 U. S. C. 22.

SUBPART A-GENERAL PROCEDURE
SOURCE: §§ 601.1 to 601.6 appear at 11 F. R.

177A-34, 14262, as amended at 12 F. R. 050,
13 F. R. 4123, 7710. Redesignation noted at
14 F. R. 5200.

§ 601.1 Introductory. The general
function of the Bureau of Internal Reve-
nue is collection of internal revenue
taxes. Certain other miscellaneous furic-
tions are described below in Subpart H
of this part. Generally, the taxes c 1l-
lected currently are imposed by, and
the procedures of the Internal Revenue
Bureau are based on the Internal Reve-
nue Code, sometimes referred to in this
part as the Code. As to rules and rule
making see subpart L of this part.

§ 601.2 Classification of taxes collect-
ed by the Bureau. (a) Internal revenue
taxes fall generally into the following
principal divisions:
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(1) Taxes collected by assessment;
(2) Taxes collected by means of reve-

nue stamps.
(b) Taxes in paragraph (a) (2) of this

section may in special circumstances be
collected by assessment, but references
hereinafter to the assessment process do
not contemplate taxes ordinarily collect-
ible by means of stamps, except as spe-
cially stated. Taxes collectible by assess-
ment may be collected by suit without
assessment, but this is practically never
done.

(c) Taxes collected principally by as-
sessment fall into the following two main
classes:

(1). Taxes within the jurisdiction of
The Tax Court of the United States.
These include:

(i) Income and excess profits taxes,
(ii) Estate taxes,

(i) The gift tax;
(2) Taxes not within the Jurisdiction

of The Tax Court of the United States.
These include:

(I) Employment taxes,
(ii) Various sales taxes collected by

assessment, and
(iii) Miscellaneous excise taxes col-

lected by assessment.

(d) The difference between these two
main classes is that only taxes in para-
graph (c) (1) of this section, i. e., those
within the jurisdiction of The Tax Court,
may be contested before an independent
tribunal prior to payment. Taxes of
both classes may be contested by first
making payment and then bringing suit
to recover. As to other means of con-
testing disputed tax liability, see § 601.4.

§ 601.3 Collection procedure-(a) Re-
turns. (1) In regular course an internal
revenue tax assessment is based upon a
return required by law to be filed by the
taxpayer upon which he himself com-
putes the tax in the manner indicated by
the return. Forms for the making of re-
turns are prescribed and supplied by the
Bureau. Forms are obtainable at the
principal and branch offices of collectors
of internal revenue. Collectors common-
ly mail forms to persons whom the col-
lectors have reason to believe may be
subject to tax, but failure to receive a
form from the collector does not serve to
excuse failure to comply with the legal
duty to make a required return. Supple-
mental returns or statements and the

time for filing them may sometimes be
prescribed by regulations issued under
authority of law by the Commissioner
with the approval of the Secretary of the
Treasury. They may, in some circum-
stances, be required by the Commissioner
of his own volition. See sections 54, 3603,
3604, and 3611 of the Code.

(2) The time for filing returns is gener-
ally fixed by law. The time varies in the
case of particular taxes. See sections
hereinafter dealing specially with par-
ticular taxes. While the time for filing
the returns is generally prescribed by
law, statutory authority to extend the
time for a limited period is commonly
granted to the Commissioner of Internal
Revenue or to the collector. The Com-
missioner's authority in such regard is
commonly delegated to the collectors.
Generally, a return is required to be
filed with the collector of internal reve-
nue in which the taxpayer's principal of-
fice, or if he has none, his residence, is
located.

(b) Enforcement procedure. (1) If a
taxpayer fails to make a return it may be
made by the Commissioner or by the col-
lector or deputy collector. Section 3612
of the Code. The return is either audited
by the collector by whom it is received,
or forwarded by him to another branch
of the internal revenue service for audit.
Authority to examine books and papers
is conferred by law. Sections 3614 and
3615 of the Code. Revenue officers visit
taxpayers at their places of business to
make examinations to determine the ac-
curacy of returns or whether all required
returns have been made. Section 3792
of the Code authorizes the Commissioner,
with the approval of the Secretary, to
make payments for detecting and bring-
ing to trial and punishment persons
guilty of violating the internal revenue
laws. Under this section rewards to in-
formers are made. See Treasury Deci-
sion 5661, Part 455 of this chapter.
Claims for rewards should be made on
Form 211. Relevant facts should be
stated on the form, which after execu-
tion should be forwarded to the Chief
Counsel for the Bureau of Internal
Revenue.

(2) If any person neglects or refuses to
pay a tax for which he is liable, it is law-
ful for the collector or his deputy to make
collection by distraint on his property.
Section 3690 of the Code. Except where
liability is before The Tax Court, no suit
for the purpose of restraining collection
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of internal revenue tax may be made.
Section 3653 of the Code. Property taken
under authority of any revenue law of
the United States is irrepleviable. United
States Revised Statutes, section 934;
28 U. S. C. 747. The United States' claim
for taxes is a lien on the taxpayer's prop-
erty. Such lien is not valid as against
any mortgagee, pledgee, purchaser, or
judgment creditor until notice has been
filed by the collector. Despite such fil-
ing, the lien is not valid with respect to
certain securities as against any mort-
gagee, pledgee or purchaser, of such se-
curity, for an adequate and full consid-
eration in money or money's worth, who
is without notice or knowledge of the
existence of such lien. A valid lien, gen-
erally, continues until the liability is sat-
isfied or becomes unenforceable by rea-
son of lapse of time. A certificate of
release of lien may be issued upon the
taxpayer furnishing proper bond in lieu
of the lien, or when the liability is satis-
fied or becomes unenforceable by reason
of lapse of time. See, generally, Chap-
ter 36, subchapter B, of the Code.

(c) Penalties-(1) Imposition. In case
of failure to file a return within the pre-
scribed time, a certain percentage of the
amount of the tax is, pursuant to statute,
added to the tax unless the return Is later
filed and failure to file the return within
the prescribed time is shown to the satis-
faction of the Commissioner to be due to
reasonable cause and not to willful neg-
lect. The amount to be added to the tax
is 5 percent if the failure is for not more
than 30 days, with an additional 5 per-
cent for each additional 30 days or frac-
tion thereof during which failure con-
tinues, not to exceed 25 percent in the
aggregate. If a false or fraudulent return
is willfully made, the penalty is 50 per-
cent of the total tax due for the entire
period involved, including any tax pre-
viously paid. Section 3612 (d) of the
Code. Other severe ad valorem (not
percentage) penalties are imposed for
willful failure to pay, collect, or truth-
fully account for and pay over tax, at-
tempting to evade or defeat tax or the
payment thereof, or make returns, keep
records, supply information, etc. See
sections 3601, 3604, and 3116 of the Code.

(2) Mitigation of penalties. The
severity of the ad valorem penalties may
be mitigated through exercise of the com-
promise authority (see § 601.4 (c). Only
in very exceptional cases is there any
compromise of the percentage penalties.

§ 601.4 Disputed liability-(a) Gen-
eral. (1) Except as to taxes within the
jurisdiction of The Tax Court the tax-
payer may, after an assessment has been
made, file a claim in abatement. Section
3770 of the Code. Form 843 is used in
executing the claim and may be obtained
from the collector. The claim is filed
with the collector. Filing of an abate-
ment claim does not stop the application
of the 5 percent penalty nor Interest
which, by section 3655 (b) of the Code, Is
imposed for delinquent payment, iI the
claim is rejected. The collector may de-
mand a bond to insure against pos;sible
failure of collection due to postponement
of collection while the claim is under con-
sideration.

(2) After payment of the tax a tax-
payer may contest the assessment by fil-
ing a claim for refund of all or any part
of the amount paid. A claim for refund
is made on Form 843, which is obtainable
from the collector. A claim once filed
may not be amended after the period
allowed for filing the claim unles,; the
Commissioner fails to consider it within
that period. If the claim is allowed, an
appropriate notice of allowance w:.th a
check for the amount of the refund, and
allowable interest is forwarded tc, the
collector of internal revenue. The col-
lector forwards the check to the tax-
payer, unless he finds that there are other
unpaid taxes outstanding against the
taxpayer, in which event, delivery of the
refund check to the taxpayer, is held in
abeyance pending payment of the un-
paid taxes. If the claim is rejected, the
taxpayer is notified of the rejection by
registered mail, and he may then bring
suit in the United States District Court
or the Court of Claims for recover'y of
the tax. Such suits must be filed within
two years from the date of the rejeztion
notice. Suit without limitation Fs to
amount may be brought in the District
Court against the collector of internal
revenue or in the Court of Claims against
the United States. Suit may be brought
in the District Court sitting as a Court
of Claims against the United States for
not more than $10,000, except that i;here
is no limitation as to the amount where
the collector to whom the tax was paid is
dead or out of office as collector. The
suit may not be begun before the ex-
piration of six months from the date of
filing of the claim unless the Commis-
sioner renders a decision thereon within
that time, nor after the expiration of
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2 years from the date of mailing by
registered mail by the Commissioner to
the taxpayer of a notice of the disallow-
ance of the part of the claim to which the
suit refers. Section 3772 of the Code.

(b) Closing agreements. (1) The
Commissioner is authorized to enter into
a written agreement with a taxpayer in
order to make conclusive the determina-
tion of tax liability for a preceding tax-
able period (Form 866), or the determi-
nation of one or more separate items af-
fecting the tax liability of the taxpayer
for any taxable period (Form 906).
Such an agreement, called a "closing
agreement", Is provided for in section
3760 of the Code. Form 866 is used
primarily for Income and profits taxes,
although it is sometimes also availed of
with respect to estate and gift taxes.
The use of Form 906 is confined almost
entirely to income and profits taxes.
The Commissioner has not authorized
any field or other officers to enter into
such agreements, although officers re-
ceiving taxpayers' requests for such
agreements are authorized to make
recommendations as to acceptance
thereof'

(2) When Form 866 is used for a clos-
ing agreement, the agreement clears
through the Special Deputy Commis-
sioner. After approval by the Special
Deputy Commissioner, the proposed
agreement is forwarded to the Commis-
sioner and the Chief Counsel for ap-
proval and then to the Secretary's Office
for final approval. Closing agreements
on Form 906 are prepared (after re-
quest by the taxpayer) in the Income
Tax Unit, and if they cover future
transactions are considered by the
Closing Agreement Committee, composed
of representatives of the Chief Counsel's
Office and of the Income Tax Unit. Clos-
ing agreements on Form 906 which refer
to past transactions are not considered
by the Closing Agreement Committee,
but are reviewed by the Chief Counsel's
Committee. The proposed agreement is
then referred to the Chief Counsel who
recommends to the Commissioner
whether it should be executed. The
Commissioner informs the taxpayer by
letter whether he will approve the pro-
posed agreement, and, if he will approve,
encloses the agreement for the tax-
payer's signature. Upon return of the
agreement signed by the taxpayer, it is
routed for approval of the Commissioner
and Chief Counsel and then trans-

mitted to the Secretary's Office for final
approval.

(3) Except as otherwise expressly pro-
vided by statute, as, for example, in sec-
tions 3801, 3806, and 3807 of the Code,
where a closing agreement is approved by
the Secretary, Under Secretary, or an
Assistant Secretary of the Treasury, it is
final and conclusive and the case may not
be reopened or modified or set aside ex-
cept upon a showing of fraud or mal-
feasance, or misrepresentation of a ma-
terial fact.

(4) Another type of agreement as to
the extent of liability for internal revenue
tax may be made by the taxpayer and
the internal revenue agent. This is con-
cluded by the taxpayer's consent to
assessment and collection of the defici-
ency in tax agreed upon. For this pur-
pose Form 870 is used for the income tax
(see Subpart B of this part) and Forms
890 and 890A are used for the estate and
gift taxes, respectively (see § 601.28).
While this procedure is not common in
the case of miscellaneous excise and sales
taxes, where so used Form 870 may be
altered for the purpose. The agreement
referred to in this paragraph may be
submitted by the taxpayer conditioned
upon thie approval of a final closing
agreement.

(c) Compromises. (1) Under section
3761 of the Internal Revenue Code the
Commissioner, with the approval of the
Secretary, the Under Secretary, or an
Assistant Secretary, may compromise
any civil or criminal case arising under
the internal revenuelaws prior to refer-
ence to the Department of Justice for
prosecution or defense. Instructions as
to the preparation and filing of an offer
in compromise may be secured from the
appropriate collector of internal revenue.
Offers in compromise are submitted on
Form 656 (Form 656C in case of install-
ment offers) to the offices of collectors
of internal revenue. In addition, the
taxpayer must submit a financial state-
ment on Form 433 with the offer. Such
offers are channeled to the Bureau office,
etc., handling the case (such as, the
Technical Staff, the Income or Miscel-
laneous Tax Unit, or one of the divisions
of the Chief Counsel's office, as the case
may be). When a case is covered by the
report of a revenue agent or has been
referred to the United States attorney,
or where both such situations exist, the
collector will procure from either such
agent or such United States attorney, or
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both, as the case may be, statements in
regard to the advisability of accepting
the offer and will forward the originals
of such statements with the offer.

(2) After an offer of compromise has
been approved by the head of the unit,
office, etc., it Is considered in the office of
the Special Deputy Commissioner. Tax-
payers may request conferences in the
office of the Special Deputy Commis-
sioner for the purpose of exploring the
possibilities of compromising unpaid
Federal tax liability before filing a formal
offer in compromise or they may request
conferences after all investigations have
been made for the purpose of determining
the amount which may be acceptable as
a compromise, if it is determined that
there is a compromisable case. If a com-
promise is approved by the Special Dep-
uty Commissioner, the Commissioner,
and the Chief Counsel, it is forwarded
to the Secretary's office for final ap-
proval. When the offer is acted upon,
the collector is notified, and the col-
lector in turn notifies the proponent.
If the offer is rejected, the sum submitted
to the collector is returned to the pro-
ponent and forfeiture, prosecution, or
collection proceedings are resumed. If
the offer Is accepted the case Is closed.
Acceptance of an offer in compromise of
civil liabilities does not remit criminal
liabilities, nor does acceptance of an offer
in compromise of criminal liabilities
remit civil liabilities.

(d) Conferences. The Bureau has a
liberal policy relative to discussion of dis-
puted tax liability. Opportunity for
conference Is generally accorded either
in the office of the collector or one of
the other Bureau offices. Application for
such a hearing should be made In per-
son, or preferably by letter. The rules
governing conferences are set forth in
"Conference and Practice Requirements,
Bureau of Internal Revenue, Revised
February, 1942.", published In the In-
ternal Revenue Bulletin, 1942-1, page
384. Such Conference and Practice Re-
quirements read as follows:
CONFERECE AND PRACTICE REQUIEMENTS,

BUREAU OF INTERNAL REvENuE; REVISED
FEBRUARY 1942

QUALIFICATIONS FOR CONFERENCE

I. Conferences may be accorded only to
taxpayers or their duly authorized repre-
sentatives. Any Individual taxpayer may
appear on his own behalf or in behalf of a
member of his immediate family if such
appearance is without compensation; and

a member of a partnership, executor oz ad-
ministrator of an estate, trustee of a trust,
officer of a corporation, receiver, or guardian,
or a fully authorized regular employee cf an
individual, partnership, estate, trust, or cor-
poration may appear for himself or for .3uch
individual, partnership, estate, trust, cor-
poration, receivership, or guardian;hlp,
solely upon adequate identification. This
rule also applies to an individual, a partner-
ship, an estate or trust, or a corporation with
respect to the liability of the individual,
partnership, estate or trust, or corporation
as a transferee of property of a taxpayer and
to a fiduciary with respect to the liability of
the fiduciary under section 3467 of the Re-
vised Statutes, as amended (U. S. C., Title 31,
section 192). In cases where the appearance
is on behalf of a member of the individual's
immediate family, as above authorized, ap-
propriate requirements, herein provided, re-
specting the filing of powers of attorney, will
not be waived. All other persons appearing
as attorneys or agents, including attorneys
or agents of transferees or fiduciaries, rmust
exhibit evidence that the requirement3 of
Department Circular No. 230 (revised), w:aich
contains the statutes and regulations gov-
erning practice before the Treasury Derart-
ment, have been complied with and raust
also conform with the following require-
ments:

POWER OF ATTORNEY TO BE FILED AND EVIDINCE
OF ENROLLMENT TO BE SUBMITTED BEeORE
RECOGNITION IS ACCORDED

II. No attorney or agent representing a
claimant or other person before any of the
offices of the Bureau of Internal Revenue
shall appear or be recognized in any (ase,
matter, claim, or other proceeding or busi-
ness pending in such office unless the at-
torney or agent representing the claimiant
presents and files a power of attorney, or a
certified copy thereof, from his principat in
proper form authorizing him to prosecute the
case, claim, or matter in question. Such
power of attorney shall always be filed and
evidence of enrollment submitted before such
attorney or agent is recognized. In the event,
however, that an attorney or agent presents
himself for conference who is not familiar
with this requirement, or who can show i hat
he has not had reasonable opportunity to ob-
who has not applied for enrollment, but is
able to produce such evidence as will reason-
ably convince the Bureau's representative
that he has authority to represent the tax-
payer, such attorney or agent may be heard
with the understanding that a power of at-
torney in proper form and evidence of en-
rollment will be promptly forwarded to the
Bureau, and that until such power of at-
torney and evidence of enrollment shall l.ave
been filed information will not be disclosed
to such attorney or agent relative to the
Bureau's attitude in respect of the ismues
raised or to any other matter relating to the
taxpayer's case.
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POWER OF ATTORNEY TO BE FILED PRIOR TO FINAL
DETERMINATION OF TAX LIABILITY

I. No power of attorney will be accepted
which is filed after final determination of
the tax liability, unless the power of at-
torney recites that the principal is cognizant
of such settlement and of the amount of de-
ficiency or overassessment determined. (See
also title "Checks In payment of refunds,"
paragraph XXI herein.)

POWER OF ATTORNEY NOT REQUIRED IN CERTAIN

CASES PENDING BEFORE THE UNITED STATES

BOARD OF TAX APPEALS (NOW KNOWN AS THE
TAX COURT OF THE UNITED STATES)

IV. In a docketed petition before the
Board, it is considered that the petitioner
and the Commissioner stand in the position
of parties litigant before a quasi judicial body.
The Board of Tax Appeals has its own rules
of practice and procedure, and Its own rules
respecting admission to practice before It.
A Staff division In the decentralized areas is
authorized to deal with the counsel of record
before the Board in a petition docketed by
the Board. Therefore, correspondence in
connection with Board dockets will, ordi-
narily, be addressed to counsel of record be-
fore the Board; and in any event the position
of the Bureau is that such counsel of record
shall receive copies of any correspondence,
or be advised as to the general nature of any
communications, which for good and suffi-
cient reason may be addressed direct to the
taxpayer.

In all cases handled by the decentralized
offices of the Technical Staff, other than cases
docketed before the Board, the customary
power of attorney will be required.

POWER OF ATTORNEY REQUIREMENTS

V. Any power of attorney offered in evi-
dence in any case will be accepted only if it
is in regular form. Only one power of attor-
ney shall be in effect in any case and there
shall be included In such power of attor-
ney the names and addresses of all attorneys
or agents to whom the taxpayer has dele-
gated authority to represent him.

A. Technical language unnecessary. It is
considered necessary in all cases that the
power of attorney contain language to con-
vey the principal's intention, though not
necessarily in strictly legal form.

B. Attestation of execution of instrument
or witnesses thereto. The power of attorney
must be executed before a notary public, or,
in lieu thereof, witnessed by two disinter-
ested individuals. The notarial seal must
be affixed unless such seal Is not required un-
der the laws of the State wherein the power
of attorney Is executed. No attorney or
agent as notary public shall take acknowl-
edgments, administer oaths, certify papers,
or perform any official act in connection with
matters pending before the Bureau in which
he s employed as counsel, attorney, or agent,
or in which he may be in any way Interested.
(See Act of June 29, 1906, 34 Stat. 622.)

C. Extent of authority delegated. The au-
thority delegated to an attorney or agent In
a power of attorney enumerating certain
specific acts which may be done will be con-
sidered limited to those acts.

(A) Express authority required for certain
acts. Express authority to do the following
acts must be granted and shown in the power
of attorney or such acts will be considered
beyond the scope of the agent's authority:

1. To receive but not to indorse and col-
lect checks in settlement of any refund. (See
section 3477 of Revised Statutes, which pro-
hibits assignments of claims or portions
thereof, and title "Checks In payment of
refunds," paragraph XXI herein.)

2. To delegate authority or to substitute
another agent or attorney.

3. To execute consents agreeing to a later
determination and assessment of taxes than
is provided by statute of limitations.

4. To execute closing agreements relative
to the tax liability.

D. Signature of grantor. The power of at-
torney should be signed as follows:

a. In the case of an individual taxpayer,
by such individual.

b. In the case of any taxable year for
which a joint return was made by a husband
and wife, by both husband and wife, except
that either spouse may sign for the other if
duly authorized In writing so to act.

c. In the case of a partnership, either by
all members or In the name of the partner-
ship by one of the partners duly authorized
to act.

d. In the case of a corporation by an
officer of the corporation having authority
to bind same and be attested by the secre-
tary of the corporation over the corporate
seal.

1. A power of attorney granted by a cor-
poration should state whether or not the
corporation has a seal, and the seal should
be affixed to the power in all cases where
one is used by the corporation. If the power
of attorney shows that the corporation has
no seal, a certified copy of a resolution duly
passed by the board of directors of the cor-
poration giving Its officers authority to
sign the same should be submitted.

2. If the officer who signs the power of
attorney is also secretary, another officer of
the corporation, preferably the president,
vice president, or treasurer, must also sign
the instrument so that two different indi-
viduals' signatures will appear thereon.

e. In the case of an association, the same
requirements shall apply as In the case of
a corporation.

f. Special cases:
If the taxpayer Is dissolved, Insolvent, de-

ceased, or has a similar status, the additional
requirements beginning with paragraph XV
herein should be followed.

E. Certification of copies of powers of at-
torney and evidence filed in connection
therewith. The certification of copies of
powers of attorney or papers or documents
filed In connection therewith must be made
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by a notary public, or other proper official,
who should state that he has personally
compared the copy with the original and
finds it to be a true and correct copy. This
certification applies to all copies of powers
of attorney and related papers, including
printed and photostatic copies.

F. Certain powers of attorney to be filed
in field offlces. Powers of attorney cover-
ing Income, profits, estate, and gift tax cases,
also Vinson Act cases, shall be filed in the
office of the internal revenue agent in charge
in which the case is under consideration,
accompanied by sufficient authenticated
copies thereof for attachment to the return
for each tax year under consideration.

Free statements respecting contingent or
partially contingent fee agreements required
to be filed by attorneys and agents under
the provisions of paragraph (y), section 2,
Department Circular No. 230, revised, effec-
tive October 1, 1936, as amended (see C. B.
1937-2, page 645) (31 CFR Part 10), should
be signed only by the attorney or agent and
filed with the internal revenue agent having
the case under consideration.

SU1BSTITUTION OF ATTORNEYS OR AGENTS

VI. Substitution of attorneys or agents
may be effected only where the power of
attorney, under which the attorney or agent
Is acting, expressly confers the right of sub-
stitution. Such attorney or agent, If in
good standing before the Department, may,
by a duly executed substitute power of at-
torney, substitute another or others in his
stead. The Bureau reserves the right to
refuse recognition to a substituted attorney
or agent where, in its opinion, such substitu-
tion will only delay the final adjustment of
the case. Furthermore, the Bureau will not
accept a substitute power of attorney granted
by an attorney or agent, who is acting under
a substitute power of attorney from the at-
torney or agent, unless specific authority is
granted In the principal's power of attorney
to the attorney or agent to pass on to his
substitute the right of substitution. (See
also title "Checks In payment of refunds,"
paragraph XXI herein.)

NEW POWER OF ATTORNEY REQUIRED WHEN NEW
OR ADDITIONAL ATTORNEYS OR AGENTS RE-

TAINED

VII. In any case in which a power of attor-
ney has been filed and the taxpayer subse-
quently desires to authorize other or addi-
tional attorneys or agents to represent him
before the Bureau with respect to the same
case, a new power of attorney must be filed,
which shall include the names of all attor-
neys or agents who are authorized to act for
such taxpayer. Such new power of attorney
shall contain a clause specifically revoking
any and all powers of attorney previously
filed with respect to the same case. The
revocation of an authority to prosecute a
matter before the Bureau shall in no case
be effective, so far as the Bureau is con-
cerned, before due notice in writing has been

given the Bureau, and the filing of eviderce
of notification of the revocation to the attor-
ney or agent whose power has been revoked.
Where consideration of a matter has been
held in abeyance awaiting the furnishing of
evidence for which a call has been made an
an attorney or agent, failure on his part to
take action thereon within three months
from the date on which consideration of the
matter was suspended may be deemed by the
administrative officer before whom the cf.se
is pending cause for refusal to further reccg-
nize the authority of the attorney or agent.
Such administrative officer shall, however,
give written notice of such refusal to the
client of such attorney or agent, and shall
state briefly the reason such action has been
taken.

EVIDENCE REQUIRED TO SUBSTANTIATE FACTS
ALLEGED IN CONFE".NCES

VIII. No reduction in taxes proposed ror
increases In allowance of claims shall be
made unless the evidence upon which such
action is taken Is submitted In writing aad
In verified form. All evidence except that
of a supplementary or Incidental characlter
shall be submitted over the sworn signature
of the taxpayer.

The sworn statement of facts must be sub-
mitted at least five days before the confor-
ence date except as hereinafter provided, a:ad
must meet all the issues raised by the Bureau
which the taxpayer desires to contest. If
the sworn statement of facts is not submitted
at least five days before the conference, then
it must be accompanied by a sworn state-
ment setting out specifically the reasons for
not having complied with the 5-day rule.
Nothing herein shall preclude the taxpayer
from submitting additional or supporting
evidence within a reasonable time after the
conference.

Every affidavit, agreement, brief, or state-
ment of facts prepared or filed by an attor-
ney or agent as argument or evidence in the
matter of a claim or tax matter pending
before the Bureau shall have thereon a stale-
ment signed by such attorney or agent show-
ing whether or not he prepared such docu-
ment and whether or not the attorney or
agent knows of his own knowledge that the
facts contained therein are true.

CONFERENCE TO BE PREARRANGED

IX. Conferences with taxpayers or their
representatives will not ordinarily be hold
without previous arrangement. Cases In
which taxpayers or their representatives can
submit some unusual reason for requesting
an Immediate conference without previous
arrangement will be given consideration by
Bureau officials charged with the arranE:e-
ment of conferences, who may, if the circuin-
stances warrant, make an exception to the
rule.

In order that the case under consideration
may be closed at one conference, if at All
possible, the requirements of paragraph V[II
of this circular to the effect that the brief
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submitted in advance of conference must
meet all issues raised will be strictly enforced,
and another conference will not be granted
on the same case except to meet new issues
raised by the Bureau in the course of the first
conference which could not have been an-
ticipated prior to such conference.

RECOGNITION OF UNENROLLED EMPLOYEES OF

QUALIFIED ATTORNEYS OR AGENTS

X. Unenrolled employees of enrolled at-
torneys or agents will not be recognized in
any matter by offices of the Bureau except
for the purpose of filing papers or securing
information as to the status of cases. Recog-
nition for the latter purpose will be given
only when the employee presents in each
case written authority from his employer to
act as the latter's substitute in obtaining the
information desired regarding status and
when the power of attorney of his employer
in each case provides for the substitution
of such employee. To facilitate recognition
of such employees, it is requested that the
employee present at the time of making in-
quiry concerning any case the receipt for the
power of attorney issued to his employer by
the taxpayer in that case and the receipt for
the substitute power of attorney issued to
him. (These receipts are furnished if re-
quested when the powers of attorney are
filed.)

POWERS OF ATTORNEY AND ENROLLMENT RE-

QUIRED OF AGENTS AND ATTORNEYS HANDLING

MATTERS BY CORRESPONDENCE

XI. Where recognition is desired through
correspondence with the Department, enroll-
ment and power of attorney requirements
must be met by attorneys or agents even
though no actual appearance is made before
the Department. If a proper power of at-
torney is filed authorizing only one of the
following acts by the attorney or agent, en-
rollment will not be required:

Authority to sign but not to prosecute any
claim of the taxpayer.

Authority to inspect or receive copies of
returns where Executive order or regulations
permit such action by agent.

The Commissioner reserves the right to
withhold making the above exceptions in any
specific case.

If the power of attorney authorizes the at-
torney or agent to do one or both of the above
acts and some other acts or acts, enrollment
will be considered necessary, notwithstanding
that the agent or attorney does not expect
to use all of the power conferred upon him.

SPECIFIC AUTHORITY REQUIRED IN VINSON ACT

CASES

A power of attorney authorizing an at-
torney or agent to represent a taxpayer before
the Bureau of Internal Revenue in connection
with income tax matters will not be recog-
nized by the Bureau as evidence of an at-
torney's or agent's authority to act as repre-
sentative for a contractor or subcontractor in

connection with excess profit liability under
section 3 of the Vinson Act (48 Stat., 503), as
amended, as applied to Navy contracts and
contracts for aircraft for the Army, and to
subcontracts made with respect to such con-
tracts. In such cases a separate power of
attorney must be secured specifically author-
izing the attorney or agent to appear in be-
half of his client.

LETTERS ARRANGING CONFERENCES TO ADVISE OF

REQUIREMENTS

XII. Letters arranging conferences will
apprise the taxpayer or his representative
of the requirements as to powers of attorney,
the necessity of being enrolled to practice
before the Department, and to whom he
should apply for enrollment, unless it is
known that the addressee is aware of the
requirements. Owing to the expense in-
volved, it will not be the practice, except in
rare cases, to incorporate the above require-
ments in telegrams. Where sufficient time
intervenes between the date of the telegram
and the conference the telegram will be
confirmed by letter and conference require-
ments stated.

PRACTITIONERS MUST CONDUCT THEMSELVES IN
AN ETHICAL MANNER

XIII. Attorneys or agents representing tax-
payers before the Bureau are expected at all
times to conduct themselves in an ethical
manner, and will be held strictly accountable
for the withholding of known material in-
formation or for any deliberately false or mis-
leading statement.

. * 0 whoever shall knowingly and
willfully falsify or conceal or cover up by
any trick, scheme, or device a material fact,
or make or cause to be made any false or
fraudulent statements or representations, or
make or use or cause to be made or used any
false bill, receipt, voucher, roll, account,
claim, certificate, affidavit, or deposition,
knowing the same to contain any fraudulent
or fictitious statement or entry, in any mat-
ter within the Jurisdiction of any depart-
ment or agency of the United States or of
any corporation in which the United States
of America is a stockholder shall be fined
not more than $10,000 or imprisoned not
more than ten years, or both." (Section 80,
Title 18, United States Code.)

"Any person who willfully aids or assists
in, or procures, counsels, or advises the prep-
aration or presentation under, or in connec-
tion with any matter arising under, the in-
ternal revenue laws, of a false or fraudulent
return, affidavit, claim, or document, shall
(whether or not such falsity or fraud is with

,the knowledge or consent of the person au-
thorized or required to present such return,
affidavit, claim, or document) be guilty of a
felony, and, upon conviction thereof, be fined
not more than $10,000, or imprisoned for not
more than five years, or both, together with
the costs of prosecution." (Section 3793 (b)
1 of the Internal Revenue Code.)
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For gross misconduct the Commissioner
may refuse to recognize any person as an
attorney or agent in any particular case.

Attempting to influence the conduct of
any official or employee of the Bureau in any
case or other proceeding pending before the
Bureau by the use of threats, false accusa-
tions, duress, or by the offer of any special
inducement or promise of advantage, or by
the bestowing of gifts or favors upon officials
or employees before whom an attorney or
agent is appearing is considered grounds for
disbarment from practice before the Treas-
ury Department.

"Whosoever shall promise, offer, or give,
or cause or procure to be promised, offered, or
given, any money or other thing of value, or
shall make or tender any contract, under-
taking, obligation, gratuity, or security for
the payment of money, or for the delivery or
conveyance of anything of value, to any
officer of the United States, or to any person
acting for or on behalf of the United States
in any official function, * 0 *, with in-
tent to influence his decision or action on
any question, matter, cause, or proceeding
which may at any time be pending, or which
may by law be brought before him in his
official capacity, or in his place of trust or
profit, or with intent to influence him to
commit or aid in committing, or to collude
In, or allow, any fraud, or make opportunity
for the commission of any fraud, on the
United States, or to induce him to do or omit
to do any act in violation of his lawful duty,
shall be fined not more than three times the
amount of money or value of the thing so
offered, promised, given, made, or tendered,
or caused or procured to be so offered, prom-
ised, given, made or tendered, and im-
prisoned not more than three years." (Sec-
tion 91, Title 18, United States Code.)

EFFECT or PREVIOUS CONNECTION WITH THE
UNITED STATES GOVERNMENT

XIV. No enrolled person or other person
authorized to appear before the Treasury
Department without enrollment shall repre-
sent a claimant before the Treasury Depart-
ment in any matter to which such person, as
officer or employee of the United States, gave
personal consideration or as to the facts of
which he gained knowledge while in the Gov-
ernment service.

No former officer, clerk, or employee of the
Treasury Department shall act as attorney or
agent, or as the employee of an attorney or
agent, within two years after the termina-
tion of such Treasury employment, in any
matter pending in such Department during
the period of his employment therein, unless
he shall first obtain the written consent
thereto of the Secretary of the Treasury, or
his duly authorized representative. This
consent will not be granted unless it appears
(1) that the applicant was not, during the
period of two years immediately preceding
the date of application, employed in the par-
ticular departmental or field section in which
was pending the matter to handle which con-

sent is sought, provided that this reqluire-
ment shall not apply to persons employed in
an administrative capacity such as head of
a unit, division, or section, or employed as a
reviewer or conferee or in an advisory ca-
pacity, and (2) that employment as an agent
or attorney is not prohibited by title 5, sec-
tion 99, United States Code, or other law, or
by the regulations of the Treasury Depart-
ment. Such applicant shall be required to
file an affidavit to the effect that he gave no
personal consideration to such matter and
had no knowledge of the facts involved in
such matter while he was employed in the
Department, and that he is not now associ-
ated with, and will not be associated with,
any former employee who has gained knowl-
edge of the case while employed by the Mileas-
ury Department, and that his employment
is not prohibited by title 5, section 99, United
States Code, or other law, or by the regula-
tions of the Treasury Department. The
statements contained in such affidavit shall
not be sufficient If disproved by an examina-
tion of the files and records pertaining to the
case. Applications for consent should ba di-
rected to the Committee on Practice on lMrm
901 and should state the former connection
with the Department of the applicant and
identify the matter in which the applicant
desires to appear. The applicant shall be
promptly advised as to his privilege to appear
in the particular matter, and this notice
shall be filed by him in the record of the case.

Nor shall any enrolled person knowingly
(1) assist a person who has been employed

by a client to represent him before the Tr'eas-
ury Department in connection with any mat-
ter to which such person gave personal con-
sideration or as to the facts of which such
person gained personal knowledge whi)e in
the Government service, or (2) accept assist-
ance from any such person in connection
with any such matter, or (3) share fees with
any such person in connection with any such
matter.

INSTRUCTIONS FOR EXECUTION OF POWER 03 AT-

TORNEY IN SPECIAL CASES WHICH MUST BE MEr

IN ADDITION TO GENERAL REQUIREMENTS

XV. Dissolved partnershfp. A power of at-
torney to act with respect to matters nvolv-
Ing the affairs of a dissolved partnership must
be signed by all of the former partners. In
case some of the partners are dead, their legal
representatives must sign in their stead.
(See paragraph XVIII.) If however, under
the laws of the particular State, the surv:.ving
partners at the time of the execution o:' the
power of attorney have exclusive right to the
control and possession of the firm's assets
for the purpose of winding up its affairs,
their signatures alone will be sufficient. If
only the surviving partners sign the power of
attorney, a copy of the pertinent provhions
of the State law under which they claim au-
thority, exclusive of the legal representatives
of the deceased partners, should be note. and
citation given thereto.
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XVI. Dissolved corporation. If a liqui-
dating trustee, or trustee under dissolution,
has been appointed, or if a trustee derives
authority under a statute of the State in
which the corporation was organized the
power of attorney should be executed by such
trustee. If there is more than one trustee,
all must join unless it is established that
less than all have authority to act in the
premises. The power of attorney must be
accompanied by a copy of the Instrument
under which the trustee derives his author-
ity, properly authenticated, or if the author-
ity is derived under a State statute, the
statute should be cited and quoted, and an
affidavit by a third party, setting forth the
facts required by the statute as a precedent
to the vesting of the authority in said trustee
must be furnished. It must also appear in
the case of any trustee that his authority has
not been terminated. If there is no trustee,
then a power of attorney executed before a
notary public by a sufficient number of in-
dividuals to make up a representation of a
majority in the voting stock of the corpora-
tion at the date of dissolution will be ac-
cepted for purposes of conference and cor-
respondence relating to the tax liability in
the particular case. Such instrument must
show the total number of outstanding shares
of voting stock at the date of dissolution and
the number held by each signatory to the
power of attorney. The instrument must
also contain positive averments as to the
nonexistence of any trustee, and the date of
dissolution must appear.

XVII. Insolvent taxpayer. A certificate
from the court having jurisdiction over the
insolvent should be furnished showing the
appointment and qualification of the trustee
or receiver, and it should appear that the
authority has not terminated. In cases
pending before a district court of the United
States an authenticated copy of the order
approving the bond of the trustee will meet
this requirement. If an attorney has been
appointed under authority of court for the
trustee or receiver, a copy of the court order
appointing such attorney (where he is to
represent the trustee) should be furnished.
If no attorney has been appointed, the trus-
tee or receiver should execute the power of
attorney, the acknowledgment or witness-
ing thereof to be the same as in the case
of an individual, and the above-described
evidence showing the appointment of the
trustee or receiver furnished therewith. If
the trustee or receiver does not wish to
appoint an attorney, he will be recognized
upon establishing his authority in the man-
ner above described.

XVIII. Deceased taxpayer. The executor
or administrator should execute the power
of attorney, which must be accompanied by
a short-form certificate (or authenticated
copies of letters testamentary or letters of
administration) showing that his authority
is in full force and effect at the time such
evidence is submitted. The executor or ad-

ministrator will be recognized in his own
right if he does not wish to appoint an at-
torney or agent, upon submission of the
above-described court certificate, and such
executor or administrator is not required to
be enrolled to practice. In the event that
the executor has been discharged and a trus-
tee under the will is acting, the power of
attorney must come from the trustee, and
evidence of the discharge of the executor
and of the appointment of the trustee must
be submitted with the power of attorney.
In such cases, where the executor is dis-
charged and the estate is distributed to the
residuary legatees, the power of attorney
must come from the residuary legatee or
legatees, and be accompanied by a statement
from the court certifying to the discharge
of the executor and naming the residuary
legatees and indicating the proper share to
which each is entitled. In the event that
the decedent died intestate and the admin-
istrator had been discharged or none was
ever appointed, the power of attorney must
come from the distributees and be accom-
panied by evidence of the discharge of the
administrator, if one had been appointed,
and affidavits and such other evidence as
can be adduced tending to show the rela-
tionship to the deceased of the signatories
to the power of attorney and the right of
each of them to the respective shares claimed
under the law of the domicile of the
deceased.

XIX. Guardians and other fiduciaries ap-
pointed by a court of record. The power of
attorney should be executed by the fiduciary
and must be accompanied by a court certifi-
cate or court order showing that such fidu-
ciary has been appointed and that his ap-
pointment has not been terminated.

XX. Trustee under deed, declaration, etc.
Powers of attorney must be executed by the
trustee and be accompanied by documentary
evidence of the authority of the trustee to
act. Such evidence may be either a copy of
the trust instrument, properly certified, or
a certified copy of extracts from the trust
instrument, showing-

a. Date of instrument.
b. That it is or is not of record in any

court.
c. The beneficiaries.
d. The appointment of the trustee, the

authority granted, and such other informa-
tion as may be necessary to show that such
authority extends to Federal tax matters.

e. That the trust has not been terminated,
and that the trustee appointed thereby is
still acting.

Self-serving affidavits by the trustee in this
connection are not acceptable. In the event
that the trustee appointed in the original
trust instrument is no longer acting and has
been replaced by another trustee, documen-
tary evidence of the appointment of the new
trustee must be submitted. In cases where
there are more than one trustee appointed,
all must join, unless it is shown that less
than all have authority to act.
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XXI. Checks in payment of refunds. The
Bureau is not bound to deliver any check in
payment of refund of internal-revenue taxes,
penalties, or interest to a representative of
any taxpayer acting under authority evi-
denced by a power of attorney. However, it
will be the general policy of the Bureau to
mail such checks in care of an enrolled attor-
ney or agent who has filed power of attorney
from the principal, specifically authorizing
him to receive but not to indorse such check,
provided that such power of attorney shall
have been filed in sufficient time for the sec-
tion or division preparing the certificate of
overassessment to show thereon the mailing
address as "care of" the attorney or agent.
Where an attorney or agent has more than
one address, request to mail the check to
another address than is shown in the power
of attorney will not be granted unless the
address shown in the power of attorney is
no longer that of the attorney or agent. In
the event that a power of attorney is filed
specifically authorizing more than one attor-
ney or agent to receive checks on the tax-
payer's behalf, and such attorneys or agents
have different addresses, the Bureau will not
mail the check in care of any of the attorneys
or agents named in the power of attorney
but will mail the check direct to the tax-
payer, unless a statement is furnished, signed
by all of the attorneys or agents named in
the power of attorney, requesting that the
check be mailed in care of one of their num-
ber. Furthermore, it will be the policy of
the Bureau not to mail checks in payment of
refunds to an attorney or agent who holds
authority to receive such check by reason of
a substitute power of attorney obtained from
the attorney or agent designated by the
taxpayer.

Where there is a contest between members
of a dissolved firm or between two or more
attorneys or agents acting under the same
power of attorney as to which one is entitled
to prosecute a matter pending before the
Bureau or to receive a draft, warrant, or
check, the client only shall thereafter be
recognized, unless the members or survivors
of the dissolved firm, or the contesting attor-
neys or agents, file an agreement signed by all
designating which of them shall be entitled
to prosecute such matter or to receive the
said draft, warrant, or check. In no case
shall the delivery of a final draft, warrant, or
check to the client be delayed more than 60
days by reason of failure to file such agree-
ment. Deliveries of all checks in payment of
refunds will be made by or through the office
of the collector to whom the tax was paid.

REQUIREIMENTS APPLICABLE TO FIELD OFFICES

XXII. The foregoing conference and prac-
tice requirements apply to all offices in the
Internal Revenue Service.

As to conference practice relative to
taxes within the jurisdiction of The Tax
Court, see also sections dealing specially
with such taxes.

(e) Rulings. (1) Rulings are mac:e on
prospective transactions only where the
law or regulations provide for a determi-
nation by the Commissioner of the ef-
fect of a proposed transaction for tax
purposes, as in the case of a transfer
under the provisions of sections 12.O0 to
1253 of the Internal Revenue Code, or
an exchange under the provisions of sec-
tion 112 (i) of the Internal Revenue
Code, or in connection with the execu-
tion of a closing agreement under the
provisions of section 3760 of the Internal
Revenue Code with respect to a ta:able
period ending subsequent to the da':e of
the agreement. The established policy
of the Bureau is not to comply with re-
quests for rulings on prospective trarsac-
tions, except in the instances hereinabove
provided.

(2) A request received from a taxpayer
or his representative for a ruling on a
question involving an issue in a return or
returns filed for a year or years with re-
spect to which the period of limitation
on assessment or refund of income or
excess-profits taxes has not expired is
referred to the internal revenue agent in
charge having jurisdiction of the return
or returns, for appropriate action on the
request and consideration in conneotion
with the examination of such return or
returns. It is not intended, however, in
such cases to prevent the internal reve-
nue agent in charge from seeking advice
or information from Washington before
taking action.

(3) The established policy is to give
advice upon request of taxpayers or their
representatives on questions relating to
the character and extent of tax liabLities
resulting from consummated trarsac-
tions affecting a return to be filed, under
the following circumstances:

(i) The complete facts relative to the
transaction, together with a copy of each
contract, or other document, necessary
to present the question are given.

(ii) The names of all the real parties
interested are stated regardless of who
presents the question, whether an in-
terested party, attorney, accountant, or
other representative.

(iiI) The request is signed by the tax-
payer, or in case he is represented by an
attorney or agent, the request is accom-
panied by properly executed power of
attorney.

(4) A copy of a letter addressed to a
taxpayer is not furnished to his attorney
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or agent unless the Bureau is specifically
authorized to do so by the taxpayer.

(5) As to rules issued for the guidance
of the general public, see Subpart M of
this part.

§ 601.5 Legal review. Many matters
are referred to the Office of the Chief
Counsel for legal review or advice before
final action. It is the function of the Of-
fice of the Chief Counsel to furnish legal
advice to the administrative units of the
Bureau and to handle the legal aspects of
all matters pertaining to the assessment
and collection of Federal taxes. The
Office of the Chief Counsel reviews cases
involving, and makes recommendations
relative to, the imposition of penalties
and institution of criminal proceedings
for fraud and violations of tax laws. The
Chief Counsel's Office also reviews claims
for refund, credit, or abatement of taxes
proposed for allowance in all cases in
which the amount involved exceeds
$75,000; reviews and makes recommenda-
tions relative to the acceptance of offers
in compromise and the entering into of
closing agreements; and supervises the
collection of taxes from individuals and
corporations involved In reorganization,
bankruptcy, receivership, and other in-
solvency or liquidation proceedings, and
from decedents' estates.

§ 601.6 Description of forms. The
forms of special application in connec-
tion with particular taxes are covered in
the sections specially devoted to those
taxes. A few of the forms used in proce-
dures of the Bureau which are of general
application are as follows:

Form 211. Claim for reward for informa-
tion leading to the detection and punish-
ment of persons guilty of violating the in-
ternal revenue laws. See paragraph (c) (2).

Form 433. Statement of financial condi-
tion and other information. Required to
be submitted by proponents when tendering
offers In compromise in lieu of liabilities In
certain cases.

Form 656. Offer in compromise and col-
lector's recommendation. This form is to be
used by taxpayers in all cases except offers
submitted on installment basis in submit-
ting offers in compromise of liability in-
curred because of violation of law. The re-
verse side of the form is to be filled in by the
collector, giving a brief history of the case
and his recommendation as to the acceptance
or rejection of the offer.

Form 656-C. Offer In compromise (de-
ferred installment payments). This form
is used where amount tendered as offer in
compromise is to be paid by deferred pay-
ment or payments.

Form 843. Claim for abatement, or re-
fund. Claim for the abatement of taxes
erroneously or illegally assessed; claim for
refund of taxes erroneously or illegally col-
lected; and claim for the refund of amounts
paid for stamps used in error or excess, will
be made upon this form.

Form 866. Agreement to final determina-
tion and assessment of tax. This form pro-
vides for an agreement between the taxpayer
and the Commissioner that determination
and assessment of tax shall be final and con-
clusive.

Form 900. Tax collection waiver. This
form is used to extend the statutory period
within which to collect outstanding assess-
ments by agreement between the taxpayer
and the Commissioner.

Form 906. Closing agreement as to final
determination covering specific matters.
This form is used by a taxpayer for a closing
agreement as to final determination cover-
ing specific matters In pursuance of section
3760, Internal Revenue Code.

Form 907. Agreement to suspend running
of statute of limitations. This form is used
by a taxpayer to enter Into an agreement
with the Commissioner to suspend running
of statute of limitations for filing suit for
recovery of taxes overpaid until a final de-
cision of similar cases before the courts is
rendered.

Form 927. Proof of worthlessness of
mineral rights. Questionnaire to be filed by
all persons asserting a value or absence of
value of oil and gas rights in land at any
specific date, whether for income tax, estate
tax, or gift tax purposes. The schedules call
for descriptive data, development statistics,
and a map. A separate form must be filed
for each property.

Form 1131. Bond for release of Federal
tax lien. To be used where a taxpayer de-
sires to have a tax lien removed under the
provisions of section 3673 (b), Internal
Revenue Code, and where the tax liability
has not been satisfied.

Form 1171. Statement relative to fees to
be filed with power of attorney.

SUBPART B-INCOME AND EXCESS PROFITS
TAXES

SOURCE: § 601.11 to 601.17 appear at 11
F. R. 177A-34, 14262, as amended at 12 F. R.
953, 2560, 5485, 13 F. R. 2195, 4123, 4870, 7710.
Redesignation noted at 14 F. R. 5200.

§ 601.11 General. (a) Individual and
corporation income taxes are imposed by
Chapter 1 of the Internal Revenue Code.
Additional income taxes are imposed
under chapter 2 of the Code as follows:
subchapter A-personal holding com-
panies; subchapter C-excess profits on
Navy contracts; subchapter D-unjust
enrichment. Subchapter B of chapter 2,
imposing the declared value excess prof-
its tax, was repealed by section 202 of
the Revenue Act of 1945, effective with
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respect to income tax taxable years end-
ing after June 30, 1946. Subchapter E of
chapter 2, Imposing the wartime excess
profits tax, was made inapplicable by
section 122 of the Revenue Act of 1945 to
any taxable year beginning after Decem-
ber 31, 1945, except for the purpose of
computing certain "carry-backs" ap-
plicable to the determination of taxes
imposed by such subchapter for taxable
years beginning before January 1, 1946.

(b) Current rules bearing upon the
functioning of the Bureau, the forms
used, etc., in connection with the taxes in
paragraph (a) of this section are con-
tained in the following regulations pro-
mulgated by the Commissioner, with the
approval of the Secretary:

(1) Regulations 111 (Part 29 of this
chapter), relating to taxes imposed by
chapter 1 and subehapter A of chapter
2 of the Internal Revenue Code;

(2) [Reserved]
(3) Regulations 104 (Part 23 of this

chapter), relating to consolidated income
tax returns of amliated corporations;

(4) Regulations 110 (26 CFR, 1938 Ed.
and Supps., Part 33), relating to consoli-
dated excess profits tax returns of affili-
ated corporations;

(5) Regulations 116 (Part 405 of this
chapter), relating to collection of income
tax at source on wages under subchapter
D and subchapter E of Chapter 9 of the
Internal Revenue Code;

(6) [Reserved]
(7) [Reserved]
(8) Treasury Decision 4906 (Part 17 of

this chapter), relating to excess profits
on contracts for Army aircraft;
craft;

(9) Treasury Decision 4909 (Part 16
of this chapter), relating to excess profits
on contracts for Army aircraft;

(10) Treasury Decision 5409 (Part 473
of this chapter), relating to periods of
limitation In cases of related taxes under
chapter 1 and chapter 2 of the Internal
Revenue Code;

(11) Treasury Decision 5498 (Part 474
of this chapter), relating to extensions of
time for payment of taxes by corpora-
tions expecting carry-backs, and tenta-
tive carry-back adjustments; and

(12) Treasury Decision 5330 (Part 32
of this chapter), relating to the estab-
lishment of construction reserve funds
under the Merchant Marine Act, 1936, as
amended.

(13) Treasury Decision 4917 (26 CFR,
1943 Cum. Supp., Part 20) relating to re-
turns of Information with respect to
foreign corporations under section :3604
of the Code.

(14) Treasury Decision 4958 (Part 464
of this chapter), relating to taxes of in-
solvent banks and trust companies.

(15) Treasury Decision 4975 (Part 7,
Subpart-Sweden, of this chapter) relat-
ing to taxation under Tax Convention
between United States and Sweden.

(16) Treasury Decisions 5157 and 5206
(Part 7, Subpart-Canada, of this c.ap-
ter) relating to taxation under Tax
Convention between United States and
Canada.

(17) Treasury Decision 5499 (Part 7,
Subpart-France, of this chapter) relat-
Ing to taxation under Tax Convention
between United States and France.

(18) Treasury Decision 5532 (§§ 7.500-
7.511 of this chapter) relating to taxation
under Tax Convention between United
States and United Kingdom.

(19) Treasury Decision 5279 (Part 472
of this chapter), relating to time for )er-
forming certain acts postponed because
of War under section 3804 of the Code.

(20) Treasury Decision 5300 (26 CFR,
1938 Ed., 1943 and 1944 Supps., Part 36),
relating to relief from double paymert of
tax for 1943 under section 6 of Current
Tax Payment Act of 1943.

(21) Treasury Decision 5569 (Q§ 7.512-
7.532 of this chapter) relating to the tax-
ation of nonresident aliens who are iesi-
dents of the United Kingdom and foreign
corporations managed and controlledi in
the United Kingdom, under the income
tax convention and protocol between the
United States and the United Kingc.om,
proclaimed, by the President of the
United States on July 30, 1946.

(22) Treasury Decision 4168 (26 CFR,
1938 Ed., 452.1-452.10) and Treasury De-
cision 5612 (Part 452, Subpart B, of this
chapter), relating to taxes under the
Trading With the Enemy Act, as
amended.

§ 601.12 Tax collection-(a) General.
Income and profits taxes are collected by
means of returns, in the case of corpora-
tions, estates and trusts, and by means of
returns, declarations of estimated tax,
and withholding at the source, in the ase
of Individuals. Returns and other forms
especially" applicable to income and prof-
its taxes are described in § 601.17 (a).

Page 400

§ 601.12



Chapter I-Bureau of Internal Revenue

(b) Withholding at the source on
wages. In the case of wage earners, the
tax is collected in large part through the
withholding by employers of taxes on
wages paid to their employees. The tax
withheld by the employer is required to
be paid quarterly to the collector of in-
ternal revenue or may be deposited
monthly in a depositary bank authorized
by the Secretary of the Treasury to re-
ceive such deposits. The tax withheld at
the source on wages is applied in pay-
ment of the individual's income tax
liability for the taxable year.

(c) Declarations of estimated tax.
Declarations of estimated tax are re-
quired of every citizen or resident of the
United States whose gross income for the
taxable year from all sources or from
wages only is expected to exceed a speci-
fied amount. Under existing law a dec-
laration is required if the expected gross
income from wages exceeds $4,500 plus
$600 for each exemption, or the expected
gross income from sources other than
wages exceeds $100 and the expected
total gross income equals or exceeds $600.
The time for filing declarations is deter-
mined by reference to the time during the
taxable year when the facts and circum-
stances first become such as to indicate
that the expected gross income for the
taxable year will meet the requirements
of the statute. In the case of a calendar
year taxpayer, the filing dates prescribed
are March 15, June 15, September 15 of
the calendar year and January 15 of the
succeeding year. If a declaration of esti-
mated tax has been filed, an amended
declaration may be filed on any of the
specified dates. In the case of a tax-
payer who makes his return on a fiscal
year basis, the filing dates for declara-
tions of estimated tax will be the 15th
day of the last month of the first, second,
and third quarters of his fiscal year and
the 15th day of tne first month of his
next fiscal year. The estimated tax may
be paid in full with the declaration or
In as many equal installments as there
are quarters remaining in the taxable
year beginning with the quarter in which
the declaration is filed. The installment
dates are the same as the dates pre-
scribed for the filing of declarations or
amended declarations and the first in-
stallment must accompany the declara-
tion. If an amended declaration is filed,
the remaining installments of estimated
tax are adjusted accordingly. Payments
of estimated tax are applied in payment

of the tax for the taxable year. A hus-
band and wife neither of whom is a non-
resident alien, may make a single decla-
ration jointly and the amount of the
estimated tax paid may be applied in
payment of the income tax liability of
either spouse in any proportion they may
specify.

(d) Individual returns. Every indi-
vidual having for the taxable year a gross
income of $600 or more is required to
make a return setting forth the informa-
tion necessary to determine the tax lia-
bility and, except in the case of certain
wage earners, the amount of such tax
liability. The balance of the tax, if any,
after deducting any estimated tax pay-
ments and tax withheld at the source is
payable on or before the 15th day of
the third month following the close of
the taxable year. In the case of wage
earners whose gross income is less than
$5,000 and consists entirely of wages
subject to withholding plus dividends
and interest of not more than $100, the
withholding tax statement may be used
as a return, In which event the collector
computes the tax And mails to the tax-
payer a notice and demand for payment.
A husband and wife may make a single
return jointly, provided neither Is at any
time during the taxable year a nonresi-
dent alien.

(e) Corporation returns. A corpora-
tion income tax return is required to be
filed with the collector by every corpora-
tion taxable under chapter 1 of the Code.
Certain corporations may file consoli-
dated returns under section 141 of the
Code and the applicable regulations (see
§ 601.11). Corporation returns should
be filed on or before the 15th day of the
third month following the close of the
taxable year and the tax Is required to
be paid on or before the 15th day of such
third month unless the taxpayer elects to
pay the tax in four equal installments, in
which event the first installment shall be
paid on the 15th day of such third month
and the remaining Installments on the
15th day of the sixth, ninth, and twelfth
months following the close of the taxable
year.

(f) Returns for estates and trusts. A
return is required for every estate hav-
ing a gross income for the taxable year
of $600 or more and for every trust hav-
ing a gross income of $600 or more or a
net income of $100 or more. The return
in such case must be filed by the fiduciary
acting for the estate or trust on or before
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the 15th day of the third month fol-
lowing the close of the taxable year and
the tax is required to be paid on such
date. The fiduciary may, however, elect
to pay the tax in four equal installments
in which event the first installment shall
be paid on the 15th day of such third
month and the remaining installments
on the 15th day of the sixth, ninth, and
twelfth months following the close of the
taxable year.

(g) Extensions of time. Under cer-
tain circumstances, the Commissioner is
authorized to grant a reasonable exten-
sion of time for filing an income tax re-
turn or a declaration of estimated tax.
This authority has been delegated to the
several collectors. The total period for
extensions with respect to a return or
declaration in the case of a taxpayer
cannot be In excess of 6 months, ex-
cept in the case of taxpayers who are
abroad. Written application for exten-
sion must be received by the collector
on or before the date prescribed by law
for filing the return or declaration, as
the case may be. Generally, in the case
of corporations, one-fourth of an esti-
mated tax on a tentative return must be
paid on or before the date prescribed by
law for filing the return as a condition
precedent to the granting of an exten-
sion of time for filing the return. An
extension of time for filing the declara-
tion of estimated tax automatically ex-
tends the time for paying the estimated
tax (without interest) for the same
period.

§ 601.13 Examination of returns and
determination of correct liability-(a)
General. (1) Section 57 of the Code pro-
vides that as soon as practicable after
the tax return is filed the Commissioner
shall examine it and shall determine the
correct amount of tax. Authorization is
contained in section 3614 of the Internal
Revenue Code for the Commissioner, by
any officer or employee of the Bureau, in-
cluding the field service, designated by
him, to examine any books, papers,
records, or memoranda bearing upon the
matters required to be included in Fed-
eral tax returns and to take testimony
relative thereto and to administer oaths.

(2) A preliminary examination is first
made of income tax returns in the col-
lectors' offices for mathematical errors.
A correction notice of any such mathe-
matical error is sent to the taxpayer.
Demand is made for any deficiency so
resulting, or credit or refund is made of
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any overpayment of $1,000 or less. If
the overpayment exceeds $1,000, the re-
turn is referred to the Washington of-
fice.

(3) Individual returns on Form W-2
(the withholding tax statement) are re-
tained for audit In the collector's office.
Collectors also retain for audit individual
returns on Form 1040 reporting adjusted
gross income under $7,000 and total re-
ceipts from business under $25,000. All
other Individual returns and all corpora-
tion returns are sent to Washington
where they are examined and classifted
and referred to the appropriate field of-
fices for consideration.

(4) Field audits and investigations are
made by Internal revenue agents, under
the supervision of the internal revenue
agent in charge, in the case of inccme
tax returns of individuals (except those
audited by collectors) and corporate in-
come and profits tax returns.

(5) When any adjustment in a return
filed by a taxpayer is proposed as a res;ult
of an Investigation (or a claim for refiud
or credit filed by a taxpayer is to be dLal-
lowed in whole or in part as a result of
an investigation), the internal revenue
agent in charge issues to the taxpayer a
preliminary (30-day) letter, and (except
in certain fraud cases) furnishes the tax-
payer a copy of the report of the exam in-
ing officer showing the adjustments pro-
posed. Where the circumstances permait,
the taxpayer is usually accorded 30 days
in which to protest in writing any action
proposed in the case with which he is in
disagreement, and is afforded an oppor-
tunity to file a brief and supporting E vi-
dence to sustain the protest, and an op-
portunity for an oral hearing before a
representative of the conference staff
of the field office if he desires. No
particular form of protest has been pre-
scribed but it is required to be made un-
der oath and must set forth all issues
raised by the taxpayer. If an agreemnt
is reached in the case, the necessary
forms are executed consenting to 'the
immediate assessment and collection of
any deficiency in taxes involved as wel' as
consenting to any overassessment (re-
fund) that may be agreed upon. These
conferences are held In accordance with
provisions of the published Conference
and Practice Requirements, Revised Feb-
ruary 1942 (C. B. 1942-1, 184). The case
record then moves to the appropriate
Audit Review Division of the Income Tax
Unit in Washington for post-review.
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(6) In any case in which the closing
action in the field is agreed to by the tax-
payer, but is disapproved upon post re-
view in Washington, and the internal
revenue agent in charge and the taxpayer
or his representative are unable to reach
an agreement with respect to the issue,
the taxpayer or his representative may, if
he so desires, be granted a hearing in the
office of the internal revenue agent in
charge before a representative of the In-
come Tax Unit in Washington.

(b) Deficiencies. (1) If a deficiency in
tax is involved in a case in which a pre-
liminary notice was sent and no agree-
ment in respect thereof is reached, before
the Commissioner is authorized to assess
the deficiency he must, under the provi-
sions of section 272 (a) (1) of the In-
ternal Revenue Code, issue to the tax-
payer by registered mail a notice of the
deficiency. Thereafter, the taxpayer has
ninety days after such mailing (or one
hundred and fifty days, if the letter was
addressed to a person outside the States
of the Union and the District of Colum-
bia) not counting Saturday, Sunday, or
a legal holiday in the District of Colum-
bia as the last day, to file his petition
with the United States Tax Court for a
redetermination of the deficiency.
Assessment of the deficiency or steps to
enforce its collection (except in jeopardy
cases falling within the provisions of sec-
tion 273 of the Internal Revenue Code)
are prohibited until the notice of de-
ficiency is mailed and until the expira-
tion of the ninety-day period (or one-
hundred-and-fifty-day period, as the
case may be) if no petition is filed, or, If
such a petition is filed, until the decision
of The Tax Court has become final.
Statutory notices of deficiency under au-
thority delegated by the Commissioner
are issued by internal revenue agents in
charge.

(2) If the taxpayer indicates his agree-
ment to a deficiency by submitting a
waiver notice consenting to the assess-
ment and collection of the amount due,
together with interest, or by making pay-
ment direct to the collector, either before
or after the mailing of the statutory no-
tice, the internal revenue agent in charge
will transmit the case to the appropriate
collector who will list the tax and inter-
est, if any, for assessment.

(3) Under established procedure, be-
fore the issuance of a statutory notice of
deficiency by the internal revenue agent
in charge, the taxpayer may request
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transfer of the case to a field division of
the Technical Staff for its consideration.
A request may be submitted for such a
transfer while the case is in the ninety-
day status if the request is not made
prior to issuance of the statutory notice.
When such a case is referred to the Staff
division, the internal revenue agent in
charge thereafter takes such action
thereon as the Staff may direct. As to
the Staff division procedure, see Subpart
C of this part.

§ 601.14 Claims for credit or rrejund.
(a) In the event of overpayment of in-
come or profits taxes, the taxpayer may
file a claim for credit or refund with the
collector. Generally, claim for refund or
credit should be filed on Form 543 (see
§ 601.6), within 3 years from the time
the return was filed or within two
years from the time the tax was paid,
whichever period expires the later. Spe-
cial procedure is provided with respect
to overpayment occasioned by deduc-
tions for bad debts and worthless securi-
ties (section 322 (b) (5) of the Code), by
net operating loss and unused excess
profits credit carry-backs (section 322
(b) (6) and (g)), and by amortization
deductions (section 124). In the case of
individuals, a properly executed return
may, if the taxpayer so elects, operate as
a claim for credit or refund of the amount
of the overpayment disclosed by such re-
turn. If the taxpayer elects to use the
withholding statement as a return, such
return operates automatically as a claim
for refund for the amount of the over-
payment shown by the collector's com-
putation of the tax on the basis of the
return.

(b) Claims for credit or refund (ex-
cept those involving individual returns
audited by collectors) are investigated
and considered under the supervision of
the internal revenue agents in charge.
The taxpayer may have a hearing with a
representative of the agent in charge,
and, if agreement is not reached, may
request review by a Staff division of the
action proposed by the agent in charge.
As to Staff division procedure, see Sub-
part C of this part. If a credit or refund
is allowed, a certificate of overassessment
is issued by the Commissioner. In the
event of the disallowance in whole or in
part of a claim for refund, the Commis-
sioner notifies the taxpayer of his de-
cision by registered mail (section 3772
(a) (2) of the Code). Such notices are
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issued in the central office of the Income
Tax Unit of the Bureau.

(c) As to suits for credit or refund and
compromises and closing agreements with
respect to disputed liability, see § 601.4.

(d) A special procedure is applicable
to claims for excess profits tax relief (in-
cluding credit or refund) under section
722 of the Code. See section 732 of the
Code for provisions respecting the is-
suance of registered notices of disallow-
ances of claims for relief filed under sec-
tion 722. These notices are under au-
thority delegated by the Commissioner
issued by internal revenue agents in
charge. Action proposed by an internal
revenue agent in charge on the claim
of a taxpayer for relief under section 722
of the Internal Revenue Code is review-
able by the Excess Profits Tax Council,
Bureau of Internal Revenue, Washing-
ton, D. C.

(e) There is also a special procedure
applicable to applications for tentative
adjustment with respect to amortization
deductions under section 124 of the Code
(see Forms 1046 and 1140 under § 601.17
(a)) and applications for tentative
carry-back adjustments under section
3780 of the Code (see Forms 1045 and

- 1139 under § 601.17 (a)).

§ 601.15 Rulings: A taxpayer may re-
quest rulings from the Bureau as to the
application of the income and profits tax
laws to the facts of his situation. A re-
quest for a ruling upon an issue involved
in a return filed for a year with respect
to which the period of limitations on
assessment or refund has not expired
should be addressed to the internal rev-
enue agent in charge having jurisdiction
of such return. In other cases, the in-
quiry may be directed to the Deputy
Commissioner, Income Tax Unit, Wash-
ington 25, D. C. (Mim. 4963, C. B. 1939-2,
459). As to authorization of attorneys
seeking rulings and the policy of the Bu-
reau generally in making rulings, see
§ 601.4 (e).

§ 601.16 Administrative procedures
for collection-(a) Periods of limitation
on deficiencies. (1) In general, the
statutory period of limitation for assess-
ment of Income and profits taxes is three
years after the return is filed. Excep-
tions in certain unusual cases are pro-
vided in sections 275 and 276 of the Code.
In case of a false or fraudulent return
with Intent to evade tax or of a failure to
file a return no time limitation on as-

sessment or on a proceeding in court for
collection applies. As indicated in
§ 601.13, the statutory period is sus-
pended (except in jeopardy cases) for
the period during which the Commis-
sioner is prohibited from making the
assessment or beginning a proceeding in
court (and if a proceeding is placed upon
the docket of The Tax Court, until the
decision of the Court becomes final), and
for sixty days thereafter. An additional
period of assessment is provided for
transferees and fiduciaries under section
311 of the Code.

(2) The period for assessment of a de-
ficiency may be extended by an agree-
ment (called a consent, Form 872) !n-
tered into by the taxpayer (or trans-
feree or fiduciary) and the Commis-
sioner prior to the expiration of the time
otherwise provided for assessment. (See
sections 275 (b) and 311 (b) (4), I. R. C.)
Such a consent extends, with respect to
the taxpayer, the period for claimng
credit or refund for the agreed time of
extension of the assessment period plus
six months. (Section 322 (b) (3), I.
R. C.)

(3) Special rules for mitigation of the
effect of statutes of limitations are pro-
vided where a determination is made
inconsistent with an earlier treatment of
an item in the case of the taxpayer, or
certain related taxpayers (section 31301
of the Code), or where an adjustment
is made in a tax imposed under chapters
1 and 2 of the Code which effects a re-
lated tax under such chapters (section
3807 of the Code).

(b) General procedwre for enforce-
ment. For general procedure applicable
to income and profits taxes with respect
to distraint, liens, and penalties, see
§ 601.3 (b) and (c).

§ 601.17 Forms-(a) Description. "he
following described forms which are pre-
scribed and furnished by the Bureau for
use in connection with the taxes im-
posed under chapters 1 and 2 of the Coxde
may be obtained at the principal and
branch offices of collectors of internal
revenue:

Form D. Schedules for substantiatio. of
valuations and depletion based on cost or
value metal mines. Questionnaire. Tax-
payers engaged in the metal industries
should use this form in furnishing, upon
request of the Commissioner, detailed in:or-
matlon necessary in auditing their returns.

Form E. Schedule for valuation of :oal
properties. Questionnaire to be filed upon
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request of the Commissioner by taxpayers
owning or leasing coal properties.

Form F. Schedules for substantiation of
cost or value claimed for depletion of non-
metallic mineral properties. Questionnaire
to be filed upon request of the Commis-
sioner by taxpayers engaged in the non-
metallic mineral industries for use in the
audit of their returns.

Form 0. Oil and gas depletion data.
Questionnaire to be filed by oil and gas pro-
ducers and all persons claiming depletion of
oil and gas properties. The schedules call
for information necessary to determine de-
pletion of cost or other basis, and percent-
age depletion, as well as depreciation at the
rate of production.

Form P. Schedule for substantiation of
valuations, depletion, and depreciation in
royalty interests in metal mines. Question-
naire to be filed by owners of royalty inter-
ests in metal mines in substantiation of
valuations in depletion and depreciation.

Form T-P. Special forest industries ques-
tionnaire for the pulp and paper industry.
Questionnaire. This questionnaire is In-
tended for those individuals, partnerships,
corporations, or other "persons" subject to
United States income or profits tax liability
during the period 1912 to date who either
owned or operated some kind of pulp, paper,
or paperboard making plant, regardless of
location, with or without standing timber as
auxiliary property.

Form T (Timber). Forest industries
schedule. Questionnaire to be filed, upon
request of the Commissioner, by taxpayers
operating, buying, leasing, or selling timber-
lands as a supplement to their income-tax
returns.

Form E-1. Schedule for valuation of coal
properties, Information required to sub-
stantiate depletion allowances under Reve-
nue Acts.

Form F-1. Schedule of information by
corporations of compensation of officers and
employees in excess of $75,000. To be filed
by corporations with and as part of Form
1120, if the aggregate amount paid as com-
pensation to any officer or employee is in
excess of $75,000.

Form W-1. Return of Income tax with-
held on wages. This Is the quarterly tax
return made by each employer who with-
holds income tax upon the wages of his
employees under Subchapter D, Chapter 9,
I. R. C.

Form W-2. Withholding statement. This
is a statement of wages paid during the
calendar year and the amount of income
tax withheld on such wages, if any. The
original and duplicate are furnished by the
employer to the employee at the close of
the calendar year or upon termination of
his status as an employee. The original is
used as an optional income tax return by
the employee in lieu of Form 1040.

Form W-2a. This is the triplicate copy of
the withholding statement, Form W-2, to be
filed by the employer with the collector of

internal revenue at the same time as the
withholding tax return (Form W-1) for the
fourth quarter of the calendar year.

Form W-2b. Withholding statement of
wages paid and income tax withheld on
wages. This form is provided for use of em-
ployers where extra copies of Form W-2 are
required for their files.

Form W-3. Reconciliation of quarterly re-
turns of income tax withheld on wages
(Forms W-l), with income tax withholding
statements (Forms W-2a). This is an annual
return filed by the employer as a reconcilia-
tion form at the same time Forms W-2a are
filed.

Form W-4. Employee's withholding ex-
emption certificate. This is an exemption
certificate to be filed by the employee with
the employer at commencement of employ-
ment or to reflect change in withholding
exemption status.

Form E-3. Schedule for valuation of coal
properties.

Form 56. Notice to the Commissioner of
Internal Revenue of fiduciary relationship.

Form 851. Affiliation schedule. List of
companies to be considered for consolida-
tion. To be filed with return on Form 1120
by the parent corporation.

Form 870. Waiver of restrictions on assess-
ment and collection of deficiency in tax.
This form Is forwarded to taxpayers with
copy of agents' reports. Its execution by a
taxpayer secures immediate assessment of
the deficiency and interest on such defi-
ciency ceases 30 days after this waiver is
filed.

Form 870-C. Waiver of restrictions on
assessment and collection. This form is for-
warded to taxpayers filing consolidated re-
turns with copy of agents' reports. Its ex-
ecution by a taxpayer secures immediate
assessment of the deficiency and interest
on such deficiency ceases 30 days after this
waiver is filed.

Form 870-D. Waiver of restrictions on
assessment and collection of deficiency in
excess profit on Navy contracts and subcon-
tracts. This form is used in connection with
excess profit on Navy contracts or subcon-
tracts completed prior to first Income-taxable
year beginning after December 31, 1935.

Form 870-E. Waiver of restrictions on
assessment and collection of deficiency in
excess profit on Navy contracts and subcon-
tracts. This form is used in connection with
excess profit on Navy contracts or subcon-
tracts completed within income-taxable
years beginning after Dec. 31, 1935.

Form 870-TS. Waiver of restrictions on
assessment and collection of deficiency in tax.
This form is used by field divisions of the
Technical Staff for settlements of non-
docketed income-tax cases. It is similar to
Form 870 in providing for prompt assess-
ment of deficiencies but by its terms is not
effective until approved by the head of divi-
sion. It evidences a finality of settlement
which Is not accomplished by use of Form
870.
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Form 872. Consent fixing period of limi-
tation upon assessment of income and profits
tax. This form is to be used by taxpayer
when he consents to have an assessment
of tax made after the expiration of the stat-
utory period prescribed by law.

Form 872-D. Consent fixing period of lim-
itation upon assessment of excess profit on
Navy contracts or subcontracts. This form
is used in connection with excess profit on
Navy contracts or subcontracts completed
prior to first income-taxable year beginning
after Dec. 31, 1935.

Form 873. Acceptance of proposed over-
assessment. This form is furnished tax-
payers with a revenue agent's report in case
the report indicates overassessments for years
covered. Its execution by a taxpayer author-
izes the agent in charge to forward his recom-
mendation to the Bureau without affording
the taxpayer further opportunity for discus-
sion of the agent's findings.

Form 873-D. Acceptance of-proposed over-
assessment inexcess profit on Navy contracts
and subcontracts. This form is used In con-
nection with excess profit on Navy contracts
or subcontracts completed prior to first in-
come-taxable year beginning after Dec. 31,
1935.

Form 873-9. Acceptance'of proposed over-
assessment in excess profit on Navy contracts
and subcontracts. This form is used In con-
nection with excess profit on Navy contracts
or subcontracts completed within income-
taxable years beginning after Dec. 31, 1935.

Form 874. Waiver of restrictions on assess-
ment and collection of deficiency in tax and
acceptance of overassessment. This form
combines Forms 870 and 873.

Form 874-D.- Waiver of restrictions on as-
sessment and collection of deficiency and ac-
ceptance of overassessment in excess profit
on Navy contracts and subcontracts. This
form is used in connection with excess profit
on Navy contracts or subcontracts completed
prior to first income-taxable year beginning
after Dec. 31. 1935;

Form 874-E. Waiver of restrictions on as-
sessment and collection of deficiency and
acceptance of overassessment In excess profit
on Navy contracts and subcontracts, This
form is used by a taxpayer to enter into an
agreement with the Commissioner to suspend
the runing of the statute of limitations for
filing suit for recovery of processing taxes.

Form 875. Acceptance of revenue agent's
findings by a partnership or fiduciary. This
form acknowledged receipt of a revenue
agent's report by a partnership or fiduciary
and accepts. as correct the findings of the
examining officer.

Form 903. Waiver of restrictions upon the
assessment and collection of a deficiency.
Waiver of restrictions upon the assessment
and collection of a deficiency determined by
the collector.

Form 903-A. Acceptance of proposed over-
assessment. Acceptance of proposed over-
assessment determined by the collector.
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Form 906. Closing agreement as to final
determination covering specific matters.
This form is used by a taxpayer for a closing
agreement as to final determination covering
specific matters in pursuance of section 3760,
I. R. C..Form 921. Consent fixing period of limit;a-
tion upon assessment of income and profits
tax. This form is used in connection wth
the tentative allowance for income-tax pur-
poses of estimated future expense liabilities
under contract for sale of real estate.

Form 921-A. Consent fixing period of lim-
itation upon assessment. Same as Form 921,
except for use only of trust beneficiaries end
partnership members.

Form 934. Power of attorney-departing
alien-income tax. This form is used by
aliens who intend to depart from the Unilted
States and whose taxable year has not been
terminated by the Commissioner. The tax-
payer should file it with Form 1040-D wth
the collector or revenue agent in charge for
the district in which he resides.

Form 935. Power of attorney-individual
return or declaration-income tax. Tals
form Is filed by the attorney in fact with
the income tax return or declaration execu :ed
by him as such attorney. in fact.

Form 936. Income tax-authorization joint
returns or declarations. This form is flied
with the Joint income tax return or declara-
tion of a husband and wife signed by one
spouse for the other.

Form 949. Annual report of profit on Navy
contracts. This form of report is requit:ed
under the provisions of the Vinson Act, as
amended, to be filed by every contractt.ng
party completing within its taxable yea" a
Navy contract or subcontract for the con-
struction or manufacture of any completed
Naval vessel or aircraft or any portion thereof
entered into (a) after December 31, 16.45,
in the case of a contracting party making
its income tax return on the calendar year
basis, or (b) after the close of the con-
tracting party's taxable year ending in 146,
in the case of a contracting party making
Its Income tax return on a fiscal year basis.

Form 949-A. Annual report of profit on
Army contracts. This form of report is re-
quired under the provisions of the Vinon
Act, as amended, to be filed by every con-
tractor or subcontractor completing witAin
its taxable year an Army contract for the
construction or manufacture of any ccm-
pleted Army aircraft or any portion theroof,
entered into (a) after December 31, 1945,
in the case of a contracting party making
its income tax return on the calendar year
basis, or (b) after the close of the cn-
tracting party's taxable year ending in 1946,
in the caseof a contracting party making
its income tax return on a fiscal year bssis.

Form 952. Consent fixing period of limit-
ation upon assessment of income and profits
tax. This form of waiver is required to be
filed by the corporation receiving property
distributed in complete liquidation of an-
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other corporation, such liquidation covering
more than one year.

Form 953. Power of attorney and agree-
ment. Form for use in connection with
waiver Form 952.

Form 954. Income and profits tax bond
under section 112 (b) (6), I. R. C. Form for
use in connection with waiver Form 962.

Form 955. Income and profits tax bond
under section 112 (b) (6), I. R. C. Form for
use in connection with waiver Form 952.

Form 957. United States information re-
turn by an officer, director, or United States
shareholder with respect to foreign personal
holding company. This form is to be used
(1) by officers, directors, or United States
shareholders in making monthly informa-
tion returns with respect to foreign personal
holding companies; and (2) by such share-
holders In making annual returns with re-
spect to such foreign personal holding com-
panies.

Form 958. United States annual infor-
mation return by an officer or director with
respect to foreign personal holding com-
pany. This form is to be used by officers and
directors of foreign personal holding com-
panies in making annual information re-
turns respecting such_ companies.

Form 962. Statement of net worth, This
form is required to be prepared and submit-
ted In duplicate by the taxpayer for the pur-
pose of assisting internal revenue agents in
charge In obtaining certain desired informa-
tion with respect to individual taxpayers
having a net income of $100,000 or over for
1936 and subsequent years.

Form 964. Election of shareholder under
see. 112 (b) (7), I. R. C.

Form 966. Return of information under
sec. 148 (d), I. R. C., to be filed by corpora-
tions within 30 days after adoption of reso-
lution or plan of distribution or liquidation.
This form Is to be used by corporations con-
templating dissolution or liquidation.

Form 969. Election of taxpayer respecting
basis of deductions for depreciation or amor-
tization of improvements to leaseholds or
capital expenditures incurred in acquiring
leaseholds, where the lease contains an op-
tion for renewal. Used where taxpayer, who
for any taxable year ended prior to Dec. 31,
1939, has been allowed depreciation or amor-
tization through spreanlng cost or other ba-
sis of a lease or improvements over the pe-
riod of the lease, including any exercised or
unexercised renewal period, and such taxable
year has been closed on that basis and the
tax for that year cannot be redetermined,
elects to make deductions on such basis for
subsequent taxable years.

Form 970. Election under section 22 (d)
I. R. C., relating to inventories in certain In-
dustries. This form is to be used by tax-
payers electing to have the method provided
in sec. 22 (d), I. R. C., applied in taking in-
ventories of raw materials coming within the
provisions of such subsection.

Form 972. Consent of shareholder to In-
clude specific amount in gross income under

sec. 28, I. R. C., or sec. 28 of the Revenue
Act of 1938, as amended. This form is to be
used by shareholders of a corporation agree-
Ing to include in their gross income for their
taxable year in which falls the last day of the
taxable year of the corporation a specific
amount as a taxable dividend, as the basis for
the availability to the corporation of a con-
sent dividends credit under such sections.

Form 973. Return of information to be
filed by corporations claiming consent divi-
dends credit under sec. 28, I. R. C., or sec. 28
of the Revenue Act of 1938, as amended. This
form is to be used by a corporation claiming
a consent dividends credit; accompanied by
filed consents on Form 972.

Form 973-A. Return of information to be
filed by personal holding companies claiming
consent dividends credit.

Form 975. Notice of intention to claim a
deficiency dividend credit under sec. 506, I.
R. C. This form is required to be filed by
corporations to notify of intention to have
dividends considered as deficiency dividends
for the purpose of allowance of credit under
sec. 506. (See Form 976.)

Form 976. Claim for deficiency dividends
credit, or credit or refund under sec. 506,
I. R. C. This form of claim for a deficiency
dividend credit under sec. 407 (a), relating
to credit against unpaid deficiency, and under
sec. 407 (b), relating to credit or refund of
deficiency paid, is required to be filed after
filing of notice of intention on Form 975.

Form 977. Consent fixing period of limita-
tion upon assessment of liability at law or in
equity for income and profits tax against a
transferee. This form is to be used by a trans-
feree when he consents to have assessment of
his transferee liability made after the expira-
tion of the statutory period prescribed by
law.

Form 982. Consent of corporation to ad-
justment of basis of Its property under sec.
113 (b) (3), I. R. C. This form is used by a
corporation excluding from gross income any
amounts of income attributable to the dis-
charge, within the taxable year, of its indebt-
edness or for which It Is liable evidenced by
a security as defined in sec. 22 (b) (9), I. R. C.

Form 982-A. Consent of corporation to
have the basis of its property adjusted under
section 372 (a) (2), I. R. C.

Form 985. Cost depletion schedule. This
schedule provides for the computation of al-
lowances for depletion of oil reserves.

Form 985A. Depreciation schedule. This
schedule Is used for the computation of de-
preciation involving oil reserves on thb basis
of unit of production computation.

Form 990. Information return of organ-
ization exempt or claiming exemption from
Income tax.

Form 991. Application for relief under
sec. 722, I. R. C. This form to be used by a
corporation claiming the benefits of sec. 722,
I. R. C., with respect to adjustment of average
base period net income.

Form 1000. Ownership certificate-inter-
est on bonds of domestic and resident corpo-
rations. This form to be used by a citizen
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or resident individual, fiduciary, or partner-
ship in connection with interest on bonds of
a domestic or resident corporation whether
or not containing a tax-free covenant when
(1) no tax is to be paid by corporation or
(2) 2 percent tax is to be paid by corpora-
tion.

Form 1001. Ownership certificate-inter-
est on bonds of domestic and resident corpo-
rations. This form is used by (1) nonresi-
dent alien individual, fiduciary, or partner-
ship, (2) corporation having no office or place
of business in the United States, or (3) where
the owner is unknown, when presenting for
payment interest coupons on bonds of do-
mestic and resident corporations with or
without a tax-free covenant clause.

Form 1001-UK. Ownership certificate.
This form is to be used by a nonresident
alien individual, foreign fiduciary, partner-
ship, or corporation in connection with in-
terest on coupon obligations of the United
States or any agency or instrumentality
thereof or bonds of a domestic or resident
corporation exempt under the Tax Conven-
tion between the United States and the
United Kingdom, signed April 16, 1945.

Form O01A-UK. Exemption certificate.
This form is to be used by a nonresident alien
individual, foreign fiduciary, partnership, or
corporation claiming exemption from, or re-
duction in rate of, United States tax under
the Tax Convention between the United
States and the United Kingdom signed April
16, 1945.

Form 1010. License for the collection of
foreign income. When banks or agents col-
lecting foreign items have filed with the
Commissioner application for license on
Form 1017, he is authorized to issue to the
applicant a license on Form 1010.

Form 1012. Quarterly return of ownership
certificates and income tax to be paid at
source on interest derived from bonds and
similar obligations of domestic and resident
corporations. Quarterly statement to the
Commissioner of Internal Revenue showing
the number of Forms 1000 transmitted on
which no tax is to be paid at source and
names and addresses of owners of bonds and
similar obligations of domestic and resident
corporations, the amount of interest paid to
each owner as reported on Forms 1000 and/or
1001, and the amount of tax withheld on such
interest payments.

Form 1012-A. Continuation sheet for
Form 1012. To be used in case additional
sheett; are required when preparing Form
1012.

Form 1013. Annual return of income tax
to be paid at source on interest derived from
'bonds and similar obligations of domestic
and resident corporations. Revised an-
nually. Annual statement to the Commis-
sioner of Internal Revenue showing by
months the totals of Interest paid and the
tax deducted thereon as reported on Form
1012.

Form 1017. Application for license for
collection of income from foreign countries.

rnal Revenue

Banks or agents, collecting foreign items, to
make returns of information with respect
thereto, must obtain a license from the Com-
missioner to engage in such business. Ap-
plication for such license should be made
on Form 1017 and the license, which is issued
without cost, will be on Form 1010. See see.
150, I. R. C.

Form 1023. Exemption Affidavit for re-
ligious, charitable, scientific, literary, or edu-
cational organizations. This form is uset, by
the organizations claiming exemption f:'om
tax.

Form 1024. Exemption Affidavit for la'oor,
agricultural, horticultural organizations;
fraternal beneficiary societies; business
leagues, chambers of commerce; civic leagues;
social welfare organizations and local a3so-
clations of employees. This form Is usee. by
the organizations claiming exemption f::om
tax.

Form 1025. Exemption Affidavit for sccial
clubs. This form is used by social clubs
claiming exemption from tax.

Form 1026. Exemption Affidavit for 1 ,cal
benevolent life insurance associations and
mutual irrigations, etc.; companies and cor-
porations holding title to property for ex-
empt organizations and voluntary em-
ployees' beneficiary associations. This form
is used by the organizations claiming ex-
emption from tax.

Form 1027. Exemption Affidavit for build-
ing and loan associations. This form is used
by building and loan associations, coopera-
tive banks, and credit unions claiming ex-
emption from tax.

Form 1028. Exemption Affidavit for farm-
ers', fruit growers', or like associations. ' his
form to be used by farmers', fruit growers',
or like associations claiming exemption.from
tax.

Form 1040. Individual income tax return
for net incomes from salaries, wages, 'divi-
dends, interest, annuities, and incomes f:om
other sources regardless of amounts, for cal-
endar or fiscal year. A return must be erade
on this form, unless Form W-2 is filed, by
every citizen of the United States whe;her
residing at home or abroad, and every person
residing in the United States, though not a
citizen thereof, having for the calendar or
fiscal year a gross income equal to oi in
excess of the amount prescribed In the reve-
nue act applicable to the year involved.

Form 1040-B. Nonresident alien iric:me
tax return. A return shall be made on this
form by every nonresident alien who, Is in
receipt of taxable income, regardless of the
amount, from sources within the United
States, unless the tax on such income has
been fully paid at the source.

Form 1040-C. Individual income tax re-
turn to be used by departing aliens. This
form is used by resident and nonresident
aliens who intend to depart from the United
States, for the purpose of reporting income
received up to and including the date of their
intended departure. The taxpayer should
present the return for certification to the
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collector or revenue agent in charge for the
district in which he resides.

Form 1040-D. Information income tax re-
turns to be used by departing aliens. This
form is used by aliens who intend to depart
from the United States, and whose taxable
year has not been terminated by the Com-
missioner.

Form 1040-E. Schedule for citizens en-
titled to benefits of sec. 251, I. R. C. This
schedule should be filled in by citizens who
claim the benefits of sec. 251, I. R. C., and filed
with the collector, attached to the return on
Form 1040.

Form 1040-ES. Declaration of estimated
tax. To be used for reporting estimated tax
by citizens and resident aliens under the
provisions of sec. 58, I. R. C.

Form 1040-F. Schedule of farm income
and expenses. This schedule is used by
farmers who keep their accounts on a cash
basis, and if desired may be used when the
books of account are kept on the accrual
basis. The schedule should be attached to
the income tax return and filed with the col-
lector.

Form 1040FY. Computation of income tax
under section 108 of the Code for taxable
years beginning in 1947 and ending in 1948.
This form must be filed with and as a part
of the individual Income tax return Form
1040 (1947) only in case the taxpayer's tax-
able year begins in 1947 and ends in 1948.

Form 1040-NB. Nonresident alien income-
tax return. This form is used by a nonresi-
dent alien (other than a resident of Canada)
not engaged in trade or business within the
United States and having a gross income of
not more than $15,400 received from sources
within the United States, and by a nonresi-
dent alien (a resident of Canada) not en-
gaged in trade or business within the United
States and having gross income from sources
within the United States, regardless of the
amount.

Form 1040-NB-a. Nonresident alien in-
come-tax return. This form (rather than
Form 1040-NB) Is used by a nonresident
alien (other than a resident of Canada) not
engaged in trade or business within the
United States and having a gross income of
more than $15,400 from sources within the
United States.

Form 1040-NB (United Kingdom). Non-
resident alien income tax return. This form
is used by a resident of the United Kingdom
with no permanent establishment in the
United States and subject to United Kingdom
tax with respect to income from sources
within the United States, as provided In the
Tax Convention between the United States
and the United Kingdom, signed April 16,
1945.

Form 1041. Fiduciary income tax return
for calendar or fiscal year. This form Is
used by a fiduciary if the gross Income for
the taxable year of the estate or trust for
which he acts is $500 or over, or the net
income for the trust is $100 or over, or if
any beneficiary is a nonresident alien.

f Internal Revenue § 601.17

Form 1042. Annual return of income tax
to be paid at source on income, paid to non-
resident alien individuals, or to foreign part-
nerships and foreign corporations not en-
gaged in trade or business within the United
States. Annual return to the collector of
internal revenue showing the names and
addresses of nonresident aliens, foreign part-
nerships, or nonresident foreign corporations
to which income other than corporate bond
interest was paid during the previous tax-
able year, the nature and amount of such
income paid and the amount of tax withheld

Form 1042-A. Continuation sheet for
Form 1042. To be used in case additional
sheets are required when preparing Form
1042.

Form 1042-B. United States annual re-
turn of income tax withheld from Canadian
addressees. This return, In duplicate, is re-
quired to be made by all United States with-
holding agents who withheld 5 percent and
15 percent tax from Canadian addressees.
Reported on this return are not only items
of income listed on Form 1042, but also items
of interest listed on monthly returns, Forms
1012, including items of interest Where the
liability for withholding is only 2 percent.

Form 1042-C. Annual return of income
tax withheld from French addressees. This
return (in duplicate) is required to be made
by all United States withholding agents who
have paid to persons whose addresses of
record are in France any fixed or deter-
minable annual or periodical income. There
shall be reported on this return, not only
items of income listed on Form 1042, but
also items of Interest listed on quarterly re-
turns, Form 1012, including items of inter-
est where the liability for withholding is
only 2 percent.

Form 1042-D. Annual return of Income
tax withheld from United Kingdom ad-
dressees. This return (in duplicate) is re-
quired to be made by all United States with-
holding agents who have paid to residents
of the United Kingdom or corporations man-
aged and cohtrolled in the United Kingdom
any fixed or determinable annual or peri-
odical income. There shall be reported on
this return not only items of income listed
on Form 1042, but also items of income ex-
empt from tax under the United States-
United Kingdom income tax Convention.
However, items of interest need not be listed
where Form 1001-UK (in duplicate), or sub-
stitute Form 1001-UK (in duplicate), has
been filed.

Form 1044. Alien's questionnaire. To be
filled in by aliens who, while present in the
United States, derived profits from trans-
actions in the United States since January 1,
1940. in commodities, or in stock or secu-
rities, and claim to be nonresident aliens
not engaged, in trade or business in the
United States and, therefore, exempt from
Federal income tax on such profits.

Form 1045. Application for tentative
carry-back adjustment. For use by tax-
payers other than corporations who (1) have
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a net operating loss carry-back; and (2) de-
sire a tentative carry-back adjustment.

Form 1046. Application for tentative ad-
justment with respect to amortization de-
duction. For use by taxpayers other than
corporations who (1) have elected to termi-
nate the amortization period with respect
to an emergency facility; and (2) desire a
tentative adjustment with respect to the
amortization deduction.

Form 1065. Partnership return of income
for calendar or fiscal year. A return shall
be made on this form by every domestic
partnership and every foreign partnership
doing business within the United States or
in receipt of income from sources therein, re-
gardless of the amount of its gross or net
income. This form is to be filed also by
syndicates, pools, joint ventures, etc.

Form 1078. Certificate of alien claiming
residence in the United States. To be filed
with the withholding agent by an alien re-
siding in the United States for the purpose
of claiming the benefit of such residence for
income-tax purposes.
Form 1087. Ownership certificate-divi-

dends on stock. For use in disclosing actual
ownership of stock issued by domestic and
resident corporations.

Form 1090. Statement of income and
profit and loss .accounts for the year. To be
compiled for each railroad company included
in the income-tax return on Form 1120 and
filed therewith.

Form 1096. Annual information return.
This form contains a statement showing the
number of information returns filed on Form
1099, and is used as a letter of transmittal
when forwarding such forms to the Com-
missioner.

Form 1099. Information return for cal-
endar year of income payments. Annual In-
formation return filed by an individual,
partnership, fiduciary, or corporation with the
Commissioner, giving the name and address
of each individual, partnership, or fiduciary
to whom income as described on the form was
paid during the calendar year.

Form 1099-L. Information return-Distri-
butions in liquidation for calendar year. To
be used by every corporation making any dis-
tribution of the whole or any part of its capi-
tal stock, with respect to each shareholder to
whom such distibution was made during the
calendar year.

Form 1114. Application to establish a re-
placement fund. To be used in case a tax-
payer elects to establish a replacement fund
for the purpose of restoring property which
he has been compulsorily or involuntarily de-
prived of as a result of fire, shipwreck, theft,
condemnation, or similar causes.

Form 1116. Statement to support claim
for credit on individual income-tax return
for taxes paid or accrued to foreign coun-
tries and possessions of the United States.
When credit is sought for income, war-
profits, or excess profits taxes paid other than
to the United States, the income-tax return
of the individual must be accompanied by

'this form.
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Form 1117. Income-tax bond (for foreign
taxes claimed by individuals). When claim
for credit is made by an individual on Fcrm
1116 for a tax accrued to a foreign govern-
ment but not paid, the Commissioner may
require this bond from the taxpayer at; a
condition precedent to the allowance of such
credit.

Form 1118. Statement to support claim
for credit on a domestic corporation income-
tax return for taxes paid or accrued to a Ior-
eign country or a possession of the United
States. To be filed by a domestic corpora-
tion. When credit is sought for income, war-
profits, or excess-profits taxes paid other than
to the United States, the income and profits
tax return of the corporation must be ac-
companied by this form.

Form 1119. Income-tax bond (for foreign
taxes claimed by domestic corporations).
When claim for credit is made by a corpcra-
tion on Form 1118 for a tax accrued to a or-
eign government but not paid, the Commis-
sioner may require bond from the taxpayer as
a condition precedent to the allowance of
such credit.

Form 1120. Corporation income tax ret'irn
for calendar or fiscal year. A return shall be
made on this form by every domestic corpora-
tion, Joint-stock company, association, or in-
surance company (other than life insurance
company and certain forms of mutual inour-
ance companies), and every foreign corpora-
tion engaged in trade or business within the
United States or having an office or place of
business therein, and not specifically exempt.

Form 1120-H. Income return of perscnal
holding companies for surtax purposes. A
return shall be made on this form by every
domestic or foreign corporation classifie as
a personal holding company.

Form 1120-L. Life insurance company in-
come-tax return. To be filed by every do-
mestic life'insurance company and every 3:or-
eign life insurance company doing business
within the United States or holding reserve
funds upon business transacted within the
United States, therein issuing life insurance
and annuity contracts (including contracts
of combined life, health, and accident lnour-
ance), the reserve funds of which held for the
fulfillment of such contracts comprise more
than 50 percent of its total reserve funds.

Form 1120-M. Mutual insurance company
income tax return. To be filed by a mutual
insurance company other than a life or
marine insurance company or a fire insur-
ance company issuing perpetual policies,

Form 1120-NB. Nonresident foreign ,or-
poration income tax return. Form of return
to be used by foreign corporations not en-
gaged in trade or business within the Un .ted
States and not having an office or place of
business therein at any time within the ;ax-
able year.

Form 1120-NB (United Kingdom). 1on-
'resident foreign corporation income tax re-
turn. To be used by a corporation mansged
and controlled in the United Kingdom with
no permanent establishment In the United
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States and chargeable to United Kingdom
tax with respect to income from sources
within the United States, as provided by the
Tax Convention between the United States
and the United Kingdom, effective January 1,
1945.

Form 1122. Return of Information and au-
thorization and consent of subsidiary cor-
poration Included in a consolidated income-
tax return. To be filed by every subsidiary
corporation in case its net income is included
in a consolidated return filed by the parent
corporation for income-tax purposes.

Form 1127. Application for an extension
of time for payment of a deficiency in tax or
installment of tax. To be filed by a taxpayer
In case an extension in time is desired for the
payment of a deficiency in income tax or in-
stallment of tax when the payment of such
deficiency would result In an undue hard-
ship.

Form 1127-B. Income and profits tax bond.
To be used when a bond is required in con-
nection with extension granted for payment
of a deficiency in tax.

Form 1128. Application for change in ac-
counting period. To be filed by the taxpayer
in case it is desired to make a change in the
basis of the accounting period.

Form 1129. Income and profits tax bond.
To be used by taxpayer when an extension of
time Is desired in the case of a jeopardy as-
sessment.

Form 1130. Income and profits tax bond.
To be used in connection with granting an
extension of time for payment of tax deter-
mined by taxpayer or an installment thereof.

Form 1132. Income tax bond. To be used
where gain upon transmission at death of
installment obligations is not reported in
decedent's return.

Form 1133. Income tax bond--departing
alien. For certificate of compliance by de-
parting alien.

Form 1138. Statement for the purpose of
extending time for payment of taxes by cor-
porations expecting carry-backs. Applicable
to taxes imposed by Chapters 1 and 2 of the
Internal Revenue Code, which in general in-
clude all income and profits taxes.

Form 1139. Application for tentative car-
ry-back adjustment. For use by corporations
which (1) have a net operating loss carry-
back or an unused excess profits credit
carry-back: and (2) desire a tentative carry-
back adjustment.

Form 1140. Application for tentative ad-
justment with respect to amortization deduc-
tion. For use by corporations which (1)
have elected to terminate the amortization
period with respect to an emergency facility;
and (2) desire a tentative adjustment with
respect to the amortization deductions.

Form 1285. Waiver of restrictions on the
assessment and collection of deficiency tax.
Its execution by taxpayer secures assessment
of the portion of a deficiency not in con-
troversy

Form 1289. Election and consent relative
to recovery of unconstitutional Federal taxes.

819596-49- 28

Form 1289A. Consent fixing period of lim-
itation upon assessment of deficiency under
section 128 of the I. R. C.

Form 1291. Receipt of taxpayer for copy
of revenue agent's report.

Form 1297. Agreement-husband and
wife agreeing to offset an overassessment
against a deficiency in tax.

Form 1310. Statement of claimant to re-
fund due on behalf of deceased taxpayer.

Form 7494. Annual statement oi insur-
ance companies, life and accident. Insur-
ance schedule filed by assessment, life, and
accident associations supplemental to re-
turns of annual net Income.

Form 7495. Annual statement of insur-
ance companies--miscellaneous stock. In-
surance schedule filed by miscellaneous stock
companies supplemental to returns of annual
net income.

Form 7495A. Underwriting and invest-
ment exhibit. Insurance schedule to accom-
pany Form 7495.

Form 7496. Annual statement of life in-
surance companies. Insurance schedule filed
by life insurance companies supplemental to
returns of annual net income.

Form 7497. Annual statement of stock,
fire and marine insurance companies. Insur-
ance schedule filed by stock, fire, and ma-
rine companies supplemental to returns of
annual net Income.

Form 7497A. Underwriting and invest-
ment exhibit. Annual statement-insur-
ance schedule, to accompany 7497, annual
statement--stock, fire, and marine com-
panies.

(b) Additional forms applicable gen-
erally. For a list and description of
additional forms prescribed by the Bu-
reau for use in connection with internal
revenue taxes generally, see § 601.6.

SUBPART C-TECHNICAL STAFF
SouRcE: §§ 601.21 to 601.23 appear at 11

F. R. 177A-34, 14263, as amended at 12 F. R.
953, 13 F. R. 7710. Redesignation noted at
14 F. R. 5200.

§ 601.21 Appellate functions and pro-
cedures in the determination of income,
pyjofits, estate or gift tax liability. (a)
Under existing procedure the Internal
Revenue Agent in Charge, or other mem-
bers of his office advise the taxpayer of
his opportunity of appeal from positions
taken by that office in a tax matter to the
field division of the Technical Staff, and
upon the taxpayer's oral or written re-
quest to the internal revenue agent in
charge the case and its administrative
record is thereupon referred to the staff

-field division. Also a taxpayer, if he so
desires may make written request to a
Staff field division for consideration of a
case remaining unsettled after proceed-
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ings had in the office of an internal reve-
nue agent in charge. There are no pre-
scribed forms or procedures to be used or
followed in requesting the Staff division
to take jurisdiction of such a case.

(b) No taxpayer is required to submit
his case to a Staff division for considera-
tion. Appeal is at the optioni of the tax-
payer. In order, however, to encourage
the proper settlement of tax disputes in
the offices of the internal revenue agents
in charge and to insure the fullest de-
velopment of the issues in unsettled
cases, the submission of disputed liabili-
ties to a Staff division without first filing
a petition to The Tax Court of the United
States is restricted to taxpayers who
have tried in good faith to reach agree-
ments with the internal revenue agents
in charge. However, if a taxpayer asks
for immediate consideration by a Staff
division without prior conference or
other proceedings in the office of the in-
ternal revenue agent in charge, that offi-
cial may, in the exercise of his reasonable
discretion, grant that request.

(c) Proceedings before the Technical
Staff are informal. Testimony under
oath is not taken, although matters al-
leged as fact may be required to be sub-
mitted in the form of affidavits. Tax-
payers may appear In person or by or
with a representative duly enrolled for
practice before the Treasury Depart-
ment and whose appearance must be
under a proper power of attorney au-
thorizing him to act for the taxpayer.
See § 601.22. The taxpayer is free to
present whatever he desires by way of
asserted fact or argument, orally or by
brief, in support of his contentions.
However, any material matter of fact
originally presented to the Staff will be
subject, at the option of the Division
Head, to reference to the local internal
revenue agent in charge for investiga-
tion and report.

(d) The determinations of the Staff
are governed by the law applicable to the
particular case with which the Staff is
dealing. The administrative settlement
of disputed tax liabilities comprehends
the mutual concession of debatable Is-
sues on the part of both the taxpayer
and the Government and with each party
weighing for itself the litigating possi-
bilities of the case. The Technical Staff
endeavors to avoid discrimination be-
tween taxpayers in the practical han-
dling of cases. However, its action in

disposing of a specific case is not intended
to constitute a precedent to be cited or
regarded as a stare decisis.

(e) Where the case settled is not one
pending before The Tax Court, disposal
is by administrative procedure under
which the taxpayer consents to the as-
sessment of such, if any, deficiency as
has been agreed upon or agrees to accept
such, if any, overassessment as may re-
sult under the agreed settlement. As an
Incident to such settlements the taxpayer
is ordinarily required to execute an
agreement to make prompt payment of
the agreed deficiency and statutory in-
terest thereon; not to file any offer in
compromise in respect to the agreed tax
liability; and. upon request by the Coin-
missioner, to execute at any time a final
closing agreement (see § 601.4 (0)
under the provisions of section 3760 of
the Internal Revenue Code in respect to
the tax liabilities determined under the
agreed basis of settlement.

(f) Where the proceedings involve the
agreed settlement of a case pending be-
fore The Tax Court, disposition is Ef-
fected by a stipulation of agreed de:fl-
ciency or overassessment to be filed with
The Tax Court and in conformity with
which the Court will enter its final order.

(g) Cases not filed with The Tax
Court and which remain unsettled after
proceedings before the Technical Stuff
are returned to the internal revenue
agent in charge under an Action Memo-
randum directing, as the tax liabilities
determined by the Division Head may
disclose as proper, either the issuance of
a statutory notice of deficiency, a statu-
tory notice of disallowance of a claim in
whole or in part, the preparation of a
certificate of overassessment, or other
appropriate action.

(h) Cases pending before The Tax
Court and unsettled after proceedings
had before the Technical Staff are re-
turned to the Division Counsel for prep-
aration of defense of such tax liability
as the Division Head may have deter-
mined as a result of his consideration of
the case.

§ 601.22 Practice and procedure re-
quirements. (a) Commissioner's Mime-
ograph 4960, approved by the Secretai y,
effective October 1, 1939 (Report of the
Commissioner of Internal Revenue, 194:0,
page 39), provides in part as follows:
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Procedure in Pre-90-Day Cases

(In which statutory notice of deficiency has
not issued)

4. Each Staff Division will accord hearings
upon protested cases referred to it in ac-
cordance with prescribed procedure by the
Internal Revenue Agent in Charge situated
within the territorial jurisdiction of the Di-
vision. It will not, however, consider before
the issuance of the statutory notice of de-
ficiency any case in which no protest has
been filed with the Internal Revenue Agent
in Charge. In any case in which protest has
been filed with the Internal Revenue .Agent
in Charge, it will not be required to consider
prior to the issuance of the statutory notice
new contentions or new evidence that may
be decisive with respect to any major issue,
but upon the presentation of such conten-
tiong or evidence, may refer the issues in-
vo'lved to the Internal Revenue Agent in
Charge for further consideration and for
conference with the taxpayer if advisable.

5. When the Head of a Staff Division has
reached a final conclusion with respect to
any case, he will prepare a memorandum
thereof setting forth the exact grounds upon
which his conclusion rests. This memoran-
dum will be transmitted with all the papers
in the case to the proper internal revenue
agent in charge, who will-

(a) Certify a deficiency to the Collector in
accordance with Mimeograph 3552 (procura-
ble from collectors);

(b) Issue a statutory notice of deficiency;
or

(c) Transmit the case to the Bureau for
the preparation of a certificate of over-
assessment, or other appropriate action.

Jurisdiction After Statutory Notice

6. The Staff Divisions will have complete
jurisdiction of all cases after the issuance
of the statutory notice. Upon the taxpayer's
request, the Head of a Staff Division may
take up for settlement any case in which a
statutory notice has been issued, and may
grant the taxpayer a hearing thereon. Ex-
cept in unusual circumstances, however, he
will not grant a hearing in such a case prior
to the filing of the petition if a hearing has
been had in the office of the Internal Revenue
Agent in Charge, or if the taxpayer has re-
fused an opportunity to be heard there.

7. After the filing of the petition in any
case, the Head of the proper Staff Division
will continue to have sole authority, subject
to the provisions of paragraph 2 above
[quoted in § 600.53 (b) (2)], for the settle-
ment of the case, and will have the custody
of all files, papers, and documents relating to
the case, which will, however, at all times
be available to the Division Counsel for the
preparation of the answer to the petition and
for the defense before the Board [Tax Court]
of the Commissioner's determination.

Hearings

8. At any hearing granted by a Staff Divi-
sion, whether at a local or branch office or
on circuit, the Internal Revenue Agent in
Charge will be represented if he so desires, or
if the Head of the Staff Division, or the
Technical Adviser in Charge of a local of-
fice, as the case may be, deems it advisable;
and at any such hearing on a case involving
the ad valorem fraud or negligence penalty,
the Special Agent in Charge will be repre-
sented if he so desires. Except as may be
otherwise directed by the Commissioner,
through the head of the Technical Staff, the
conduct of hearings and other proceedings
by the Staff Division will be in accordance
with the procedure customarily followed by
the Technical Staff.

* S * *

(b) In general the practice and con-
ference procedure before the Technical
Staff is governed by Treasury Depart-
ment Circular 230 (31 CFR Part 10), and
the Bureau of Internal Revenue Confer-
ence and Practice Requirements (see
§ 601.4 (d). In addition to such rules,
but not in modification of them, the fol-
lowing rules applicable to practice before
the Technical Staff were promulgated
February 17, 1942:

Rule I. The Staff conferee shall bear in
mind that an exaction by the United States
Government, which is not based upon law,
statutory or otherwise, is a taking of prop-
erty without due process of law, in violation
of the Fifth Amendment to the United
States Constitution. The conferee, in his
conclusions of fact or application of the law,
shall hew to the law and the recognized
standards of legal construction. It shall be
the duty of the conferee to determine the
correct amount of the tax, with strict impar-
tiality as between the taxpayer and the Gov-
ernment, and without favoritism or discrim-
ination as between taxpayers.

Rule II. Settlement Policy. In recogni-
tion of the difference between abstract
theory and practical administration, where
substantial uncertainties exist either in law
or in fact, or both, as to the correct applica-
tion of the law to the whole record of a con-
troversy, the Staff will give serious considera-
tion to an offer of settlement of the dispute
on a basis which fairly reflects the strength or
weakness of the opposing views. However, no
settlement will be countenanced based upon
nuisance value of the case to either party.

Rule III. Conference Policy. Where the
Staff conferee, or a majority of the conferees
who conducted the hearing in a case, recom-
mended acceptance of the taxpayer's propos-
al of settlement, or, in the absence of a pro-
posal, recommend action favorable to the
taxpayer, and said recommendation is disap-
proved in whole or in part by a reviewing
officer in the Staff Division, the taxpayer shall
be so advised by such reviewing officer and
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upon written request shall be accorded a re-
hearing before such reviewing officer. The
Staff disregards this rule where the interests
of the Government would be injured by de-
lay, as for example, a case involving the im-
minent expiration of the statute of limita-
tions, dissipation of assets, etc.

Rule IV. Where the Head of a Staff field
division deems it advisable to secure advice
from the Headquarters office of the Staff in
Washington, D. C., respecting determination
of tax liability in a case, the taxpayer shall
be so advised and given an opportunity to
transmit his own statement respecting the
case along with the request made by the Di-
vision Head. The Division Head shall clearly
state his own position or recommendation
on the question submitted. No conference
will be held on the case in Washington.
Where the Head, Technical Staff, Washington,
D. C., disagrees with the recommendation of
the Division Head, and the recommendation
of thu Division Head was favorable to the
taxpayer, then before making reply to the
request for advice, the Head or a Coordinator,
with full authority to represent the Head-
quarters office in rendering advice, will pro-
ceed to the local office where the case origin-
ated and conduct a conference on the case
with the taxpayer. Where the recommenda-
tion of the Division Head was adverse to the
taxpayer, then a conference in the field will
be held only in case the Head, Technical Staff,
considers it desirable under the circum-
stances.

Rule V. Any taxpayer who considers that
a case pending before the Technical Staff
should be handled before the Bureau in
Washington, D. C., may so request in a com-
munication addressed to the Commissioner
of Internal Revenue, Washington, D. C., At-
tention Head, Technical Staff, setting forth
in detail the reasons therefor. The request
so made will receive prompt consideration,
and may be discussed with the Head. The
Staff policy in acting upon such requests is
that no case will be withdrawn from the
Jurisdiction of a Staff field division, where
adequate technical facilities are available or
can be made available, for the determina-
tion of the case in such field division. In a
case docketed with the Board of Tax Appeals,
the joint action of the Chief Counsel for the
Bureau of Internal Revenue and the Commhis-
sioner is required to withdraw a case from
the Jurisdiction of a Staff field division.

Rule VI. Where the Division Head or the
Technical Adviser in Charge of a local Staff
office, as the case may be, deems it advisable,
whether or not upon request of the tax-
payer, the Internal Revenue Agent in Charge
will be requested to be represented at any
Staff conference on the case, in which event
such representative (or representatives) will
be Invited and expected to enter into the
discussion and oral argument at the confer-
ence on an equal footing with the taxpayer.

Rule VII. In order to bring a case before
the Technical Staff in pre-statutory notice
status, the taxpayer must first file with the
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Internal Revenue Agent in Charge a writ ;en
protest setting forth specifically the reasons
for his refusal to accept the Agent's prelim-
inary findings. The Agent in Charge may
also, in the reasonable exercise of his discre-
tion, require a conference on the case in his
office before complying with the taxpayt.r's
request that the case be referred to the Tech-
nical Staff.

Rule VIII. A taxpayer cannot withhold
evidence from the Internal Revenue Agent in
Charge and expect to introduce it for ,he
first time before the Technical Staff, a:; a
conference in pre-statutory notice status,
without being subject to having the case re-
turned" for reconsideration to the Agent in
Charge. Where newly discovered evidenco is
submitted for the first time to the Staff, in
a case pending in pre-statutory notice status,
that office, in the reasonable exercise of its
discretion, may transmit same to the Internal
Revenue Agent in Charge for his considera-
tion and comment.

Rule IX. Where the taxpayer has had ;he
benefit of a conference either before the of-
fice of the Internal Revenue Agent in Chargp
or before the Technical Staff, as the case
may be, in the pre-statutory notice status,
or where the opportunity for such a con-
ference was accorded but not availed of, there
will be no conference granted before i;he
Technical Staff in the 90-day status after .;he
mailing of the statutory notice of deficiency,
in the absence of unusual circumstances.

Rule X. In any case docketed before the
United States Board of Tax Appeals [now
The Tax Court of the United States I on wh Lch
a conference is being conducted before a
Staff conferee, the Division Counsel is priv-
ileged to be represented and to particip)ate
in the discussion. In cases not docketed be-
fore the United States Board of Tax Appeals
[Tax Court] on which the conference is
being conducted before a Staff conferee, t;he
Division Counsel or his representative may
be requested to attend and to give legal
advice in the more difficult cases, or on mat-
ters of legal or litigating policy.

Rule XI. A taxpayer may request the re-
opening or resumption of settlement con-
ferences in a docketed case, before the )i-
vision Head or the Technical Advisor in
Charge of a local Staff office, and whenever
such request is granted, the Staff conferee
who originally heard the case shall ordi-
narily be present and participate in any con-
ference thereon.

Rule XII. In cases of exceptional difficulty
and complexity, or where serious matters of
policy are involved, there may be a confer-
ence arranged before a Group of Three to be
presided over by the Division Head or ;he
Technical Advisor in Charge; a second mem-
ber of the Group shall be the Staff conferee
to whom the case is assigned; and the third
member of the Group may be an attorney of
the Chief Counsel's office or any employee
of the Bureau of Internal Revenue at laige,
who is qualified as regards the question pre-
sented.
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(c) Commissioner's Mimeograph, R. A.
940, T. S. No. 5, approved by the Secretary
on October 8, 1938, provides in part as
follows:

(1) It will be the policy of the Department
not to reopen cases closed as the result of
action by a field division of the Technical
Staff, unless the disposition involves fraud,
malfeasance, concealment or misrepresenta-
tion of material fact, or an important mistake
in mathematical calculations, and then only
by appropriate action through the Head of
the Technical Staff. * * *

§ 601.23 Offers in compromise. (a)
The classes of offers in compromise over
which the Technical Staff has jurisdic-
tion are required to be submitted upon a
properly executed Treasury Department
Form 656 or 656C, attached to which
there must be a properly executed
Treasury Department Form 433. These
forms are available and can be had at
the offices of collectors of internal rev-
enue. When executed, the documents are
customarily filed with the collector
charged with the duty of collecting the
tax sought to be compromised. The doc-
uments may, however, be submitted to a
field division office of the Technical Staff
for transmittal to and filing with the
appropriate collector.

(b) Offers in compromise are first con-
sidered by the collector with whom filed.
After examination that officer makes a
written recommendation for acceptance
or rejection. Under regular administra-
tive procedure the case record is trans-
mitted to the appropriate field division of
the Technical Staff. There a conference
may be had at the instance of either the
taxpayer or the Staff Division.

(c) Within the class of compromise
cases under Technical Staff jurisdiction,
the Head of each field division is author-
ized to reject, in the name of the Com-
missioner, any offer in compromise re-
ferred for his consideration. He may not,
however, reject any offer in which re-
jection has not been recommended by the
collector without first calling upon that
officer for a statement of his views and
affording him an opportunity to be heard
with respect to the proposed rejection.

(d) If the head of a Staff division con-
siders an offer to be acceptable, a memo-
randum recommending acceptance is
prepared, submitted to the Division
Counsel for approval or adverse com-
ment, and the case is then transmitted
to the Technical Staff headquarters of-
fice in Washington. At Staff headquar-

ters the recommendation for approval is
reviewed, and if considered acceptable it
is submitted to the Special Deputy Com-
missioner (see Subpart B of this part) for
his review and submission to the Com-
missioner.

(e) If the head of a Staff division de-
cides that an offer in compromise is un-
acceptable, he promptly notifies the tax-
payer of his decision. If, however, the
Division Head recommends acceptance,
the taxpayer is not notified of such action
until the recommendation is accepted by
the Commissioner and the Secretary.

SUBPART D-ESTATE AND GIFT TAXES
SOURCE: H§ 601.26 to 601.33 appear at 11

F. R. 177A-34, as amended at 12 F. R. 5485,
13 F. R. 4121, 7710. Redesignatlon noted at
14 F. R. 5200.

§ 601.26 General. (a) The estate tax
is imposed by chapter 3 of the Internal
Revenue Code on the transfer of net es-
tates of decedents. The gift tax is im-
posed by chapter 4 of the Code with re-
spect to transfers of property by gift
during the calendar year.

(b) Rules bearing upon the function-
ing of the Bureau, the forms used, etc.,
in connection with the estate tax are con-
tained in Regulations 105 (Part 81 of this
chapter), and in the regulations promul-
gated pursuant to the Death Duty Con-
vention between the United States and
Canada set forth in T. D. 5455 (Part 82
of this chapter), and the Death Duty
Convention between the United States
and United Kingdom set forth in T. D.
5565 (Part 82 of this chapter).

(c) Rules bearing upon the function-
ing of the Bureau, the forms used, etc., in
connection with the gift tax are con-
tained in Regulations 108 (Part 86 of
this chapter).

§ 601.27 Tax collection-(a) Estate
tax. (1) Estate taxes are collected by
means of returns. The estate tax return
on Form 706 of every decedent whose
gross estate exceeds the applicable spe-
cific exemption provided by the Code
must be filed in duplicate within 15
months after date of death with the col-
lector of internal revenue. The tax is
payable to the collector at the time the
return is required to be filed. Upon re-
ceipt of the return, the collector will
conduct a preliminary examination
thereof for mathematical accuracy and
proper execution. The tax shown on
the return as computed by the executor
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or administrator, or as corrected and
agreed to by him will be listed for assess-
ment. Thereafter the collector will refer
one copy of the return to the appropriate
field division of the Bureau for examina-
tion and determination of the correct
tax liability, under the procedure de-
scribed in § 601.28.

(2) Under certain circumstances the
collector is authorized to grant an exten-
sion of time for filing the estate tax re-
turn for a period not in excess of 30 days
from the due date. Written application
therefor must be received by the col-
lector prior to the expiration of the pe-
riod for which the extension is requested
and authorized. For extensions granted
by the Commissioner see § 601.32. Ap-
plication for an extension of time for
payment of the tax shown on the return
must be filed with the collector. Such
application will be transmitted to the
Bureau at Washington, for the attention
of the Deputy Commissioner, Miscel-
laneous Tax Unit, for disposition.

(3) If it is determined upon the dece-
dent's death that his estate will be subject
to the estate tax, the Code requires that
written notice be filed for the estate with
the collector within 2 months after
death or within 2 months after the
executor has qualified. Form 704 should
be used in the case of a citizen or resident
of the United States, and Form 705 in the
case of a nonresident not a citizen.

(4) Detailed information as to the re-
turn, and all other forms, prescribed for
use in connection with the estate tax are
contained in the regulations referred to
in § 601.26. Copies of the regulations,
together with copies of all necessary
forms and instructions as to their prep-
aration and filing, may be obtained from
the collector.

(b) Gift tax. (1) Gift taxes are col-
lected by means of returns. The tax is
payable to the collector at the time the
return is required to be filed. The gift
tax return on Form 709 of any Individual
who makes a transfer or transfers by gift
to any one donee within the calendar year
1940, or any calendar year thereafter,
of a total value in excess of the applicable
exclusion must be filed with the collector
of internal revenue for the district in
which the donor has his legal residence.
The return must be filed in duplicate on
or before the 15th day of March follow-
ing the close of the calendar year in
which gifts were made. Upon receipt of
the return, the collector will conduct a
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preliminary examination thereof for
mathematical accuracy and proper exe-
cution. The tax shown on the return as
computed by the donor, or as corrected
and agreed to by the donor, will be listed
for assessment.

(2) Upon receipt of the donor's gift tax
return in Washington it will be examiaed
and the correct tax determined under
the procedure described in § 601.28.

(3) Under certain circumstances the
collector is authorized to grant an exten-
sion of time for filing the gift tax ret jrn
for a period not in excess of 30 days from
the due date. Written application thEre-
for must be received by the collector
prior to the expiration of the period for
which the extension is requested and
authorized.

(4) Every donee or trustee (except ex-
empt charitable, etc., organizations) re-
ceiving property by gift from a donor
must file an information return or notice,
if the value of such gift is in exces,; of
$3,000 (or regardless of value in the case
of a gift of a future interest in proper-y).

(5) Detailed information as to the re-
turn form, and all other forms, prescribed
for use in connection with gift taxes are
contained In § 601.26. Copies of these
regulations, together with all necessary
forms and instructions as to their prepa-
ration and filling, may be obtained from
the collector.

§ 601.28 Examination of estate and
gift tax returns and determination of
correct tax liability. (a) The internal
revenue agents in charge have jurisdic-
tion in the initial determination of esi;ate
tax liabilities of decedents' estates.

(b) The examination of gift tax re-
turns is generally made in Washington
In the Miscellaneous Tax Unit of the
Bureau. If the examination in any such
case discloses a deficiency in tax, the
Miscellaneous Tax Unit will advise the
donor of the proposed deficiency in a pre-
liminary (30-day) letter in which he will
be accorded an opportunity to file protest
and request a conference in the appro-
priate field division. If the Miscellaneous
Tax Unit determines that an examina-
tion should be made by an internal rev-
enue agent in a field division, the return
will be referred to the appropriate field
office. Accordingly, under the foregoing
procedure the donor is privileged to qub-
mit a protest against a proposed de-
ficiency and request a hearing in the ap-
propriate field division, whether the ex-
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amination is conducted in Washington
or in the field office.

(c) As soon as practicable after an es-
tate or gift tax return Is received by the
Internal revenue agent In charge of a field
division, it will be examined and the
amount of the tax determined. If the
examination results in the acceptance of
the return as filed without change In tax
liability, the case will be transmitted to
Washington for post audit review in the
Miscellaneous Tax Unit, and for Issuance
of the closing letter to the taxpayer. If,
on the other hand, the examination re-
sults in a proposed deficiency in tax, and
the internal revenue agent making the
examination is unable to secure the tax-
payer's agreement to the proposed ad-
justment, a preliminary (30-day) letter
advising of the proposed adjustment in
tax liability, together with a copy of the
nonconfidential report, will be sent to
the taxpayer. The taxpayer is accorded
the opportunity in such letter to submit
a protest and to request a conference in
regard to the proposed deficiency.

(d) If the case involves a deficiency
and no protest is submitted within the
30-day period, or during an additional
period allowed upon the taxpayer's re-
quest, the Internal revenue agent in
charge will close the case and send the
taxpayer a statutory (90-day) letter by
registered mail as provided by law.

(e) If a protest is filed but the taxpayer
declines a conference, the internal reve-
nue agent in charge will reconsider the
case in conjunction with the protest and
advise the taxpayer of his conclusions.
If an agreement is not reached with the
taxpayer, the internal revenue agent in
charge will ordinarily thereafter Issue
the statuory (90-day) letter, but he may
advise the taxpayer that on request the
case will be referred to the appropriate
division of the Technical Staff for hear-
ing. See Subpart C of this part for
Technical Staff procedure.

(f) If a protest is filed and a conference
is held, but without agreement, the inter-
nal revenue agent in charge will notify
the taxpayer of his conclusions, advis-
ing him that upon request the case will
be referred to the appropriate Staff di-
vision for hearing, but in the absence of
such request the statutory (90-day) let-
ter will be mailed at the expiration of
a specified period.

(g) In any estate or gift tax case in-
volving an overassessment the taxpayer

may, after receiving the preliminary (30-
day) letter, file a protest (against deter-
minations reducing the overassessment),
in which case the procedure to be fol-
lowed will be substantially the same as
that described above with respect to de-
ficiency cases. The taxpayer will be ad-
vised of the conclusions reached after
consideration of the protest, and, in the
absence of a request to have the case re-
ferred to a Staff division, the internal
revenue agent in charge will recommend
to the Commissioner the issuance of a
certificate of overassessment. If the tax-
payer requests that his protest be referred
to a Staff division, the internal revenue
agent in charge will transmit the case to
the appropriate Technical Staff division.

(h) In all cases in which a deficiency
in respect of a tax is determined, and a
statutory (90-day) letter is sent to the
taxpayer by registered mail covering.
such deficiency, the taxpayer may file a
petition with The Tax Court for a re-
determination of the deficiency, other
than a deficiency resulting from the cor-
rection of a mathematical error appear-
ing upon the return. The petition must
be filed within 90 days after the mailing
of the statutory letter (or within 150 days
after such mailing where such letter is
addressed to a person outside the States
of the Union and the District of Colum-
bia) not counting Saturday, Sunday, or
a legal holiday in the District of Co-
lumbia as the last day.

(I) If the taxpayer indicates his agree-
ment to a deficiency by submitting a
waiver notice consenting to the assess-
ment and collection of the amount due
together with interest, or by making pay-
ment direct to the collector, either before
or after the mailing of the statutory
notice, the internal revenue agent in
charge will transmit the case to the ap-
propriate collector who will list the tax
and interest, if any, for assessment. The
report of examination will be submitted
to Washington for post audit review in
the Miscellaneous Tax Unit of the
Bureau.

(j) If a field determination to which
the taxpayer has agreed is disapproved
upon post review In Washington and the
taxpayer or his representative and the In-
ternal revenue agent in charge are un-
able to reach an agreement with respect
to the issue, the taxpayer or his repre-
sentative may, if he so desires, be granted
a hearing in the office of the internal
revenue agent In charge before a repre-
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sentative of the Miscellaneous Tax Unit
in Washington.

(k) With respect to cases referred to
Technical Staff divisions for considera-
tion, at the request of the taxpayers, see
Subpart C of this part. As to closing
agreements, compromises, and court pro-
ceedings, see § 601.4.

§ 601.29 Claims for credit or refund.
(a) In the case of collection of estate tax,
interest, or penalties believed by the exec-
utor of the estate to be erroneous or Il-
legal, such executor is privileged to file
a claim for refund. A claim for refund
of estate tax imposed by the Code must
be filed within three years after the pay-
ment of the amount sought to be re-
funded.

(b) A donor is likewise privileged to file
a claim for credit or refund of gift tax,
interest, or penalties which he considers

- to have been erroneously or illegally col-
lected. Such claim must be filed within
three years after the payment of the
tax sought to be credited or refunded.
A separate claim should be made for each
taxable year.

(c) Claims for credit or refund with
respect to estate and gift taxes should be
executed on Form 843, copies of which
may be obtained from collectors' offices.
The claim should be filed with the col-
lector to whom the tax, credit or refund
of which is claimed, was paid. After list-
ing of tax payments by the collector on
the back of the claim form, it is trans-
mitted to the Bureau in Washington for
consideration and action.

(d) If the claim is acted upon in
Washington, the taxpayer will be ad-
vised as to the conclusions reached. If
the claim is referred to a field division for
examination, the internal revenue agent
in charge will handle the claim in the
same manner as in the case of an initial
examination of an estate or gift tax re-
turn. See procedure described under
§ 601.28. For court proceedings, see
§ 601.4; for Technical Staff procedure,
see Subpart C of this part.

§ 601.30 Post audit Teview of deter-
minations of estate and gift tax liabilities
made in field divisions by internal revenue
agents in charge. (a) The determina-
tions of estate and gift tax liabilities by
internal revenue agents in charge of field
divisions, as setforth in revenue agents'
reports of examination, under the pro-
cedure described in § 601.28 are subject
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to technical review by the Bureau, in the
Miscellaneous Tax Unit.

(b) If upon review of a case in which
no change in tax liability has been
recommended, the Bureau agrees vith
the conclusions of the internal revenue
agent in charge, it will close the case, and
in estate tax cases will issue a closing let-
ter addressed to the executor. In gift
tax cases a closing letter will be issued
only when such a letter is requested by
the donor. If, however, the Bureau dis-
agrees with conclusions of the internal
revenue agent in charge in any such
case, it will refer the case to that officer
for reconsideration upon the basis of
the exceptions noted. Any adjustment
in tax liability made thereafter by the
internal revenue agent in charge will be
brought to the attention of the taxpay-
er, and he will be accorded the same
privilege of filing a protest and request-
ing a hearing with respect to such :ad-
justment as in the case of an initial ex-
amination under the procedure de-
scribed in § 601.28.

(c) In the review of cases in which the
internal revenue agent in charge has ob-
tained the taxpayer's agreement to an
adjustment in tax, it is the policy of the
Bureau not to revise the determination
made by the internal revenue agent in
charge unless a material error has been
made or a substantial difference in tax
is involved, and then only after the in-
ternal revenue agent in charge has baen
given an opportunity to consider the flu-

'reau's exceptions. If the Bureau agiees
with the conclusion of the internal reve-
nue agent in charge in any such cast, it
will take appropriate action to close the
case. In any' estate or gift tax case in-
volving a deficiency in tax, the closing
letter will be issued to the taxpayer. If
an overassessment is involved, a cerlifl-
cate of overassessment will be issued
to the taxpayer. If, however, the 13u-
reau disagrees with the conclusions of
the internal revenue agent in charge in
any such case, and an adjustment in tax
liability is thereafter proposed by the
internal revenue agent in charge, the
taxpayer will be afforded the same prvi-
lege of filing a protest and requesting a
hearing with respect to such adjustment
as was extended to him during the ini-
tial examination of the return, under the
procedure described in § 601.28.

(d) While a review is also conducted
by the Bureau of every case closed by
.statutory (90-day) letter, it is the policy
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of the Bureau not to revise such deter-
minations made by the internal revenue
agent in charge except in cases where a
material error has been made or other
special circumstances require a revision.

§ 601.31 Rulings. (a) Any executor
of an estate, or donor, who is in doubt as
to the application of the tax to the par-
ticular facts in his case, may address a
letter to the Deputy Commissioner, Mis-
cellaneous Tax Unit, Washington 25,
D. C., requesting advice. Where infor-
mation is sought regarding an estate or
gift tax return which is being considered
by a field division of the Bureau, under
the procedure described in § 601.28, the
request for information should be ad-
dressed to the internal revenue agent in
charge in whose office the case is under
consideration.

(b) If an attorney or other person asks
a ruling on a question of law arising in a
specific case, the Commissioner will re-
quire satisfactory evidence of the right to
obtain such ruling. Hypothetical ques-
tions relating to the application of the
estate and gift taxes cannot be answered.

(c) Powers of attorney authorizing an
attorney or agent to represent the exec-
utor of an estate, or the donor in a gift
tax case, should accompany the request
for information or ruling.

(d) As to the policy of the Bureau
generally relative to rulings, see
§ 601.4 (e).

§ 601.32 Administrative provisions re-
lating to extensions of time to file returns
and pay taxes; issuance of releases of
liens and transfer certificates, etc. (a)
Under certain circumstances an -exten-
sion of time for filing an estate tax re-
turn for a decedent's estate, not to ex-
ceed three months from the due date,
may be granted by the Commissioner.
Written application for such extension
should be filed with the Commissioner on
or prior to the due date of the return.

(b) In any estate or gift tax case in
which an extension of time is desired for
the payment of tax shown on the return
or of a deficiency in tax, a written appli-
cation for such extension under oath and
accompanied or supported by the required
evidence must be timely filed with the
collector, who will transmit it to the Com-
missioner with his recommendation as to
the extension. When it is received by
the Commissioner, it will be examined,
and, if possible, within 30 days will be
denied, granted, or. tentatively granted

subject to certain conditions of which the
executor, or donor, as the case may be,
will be notified.

(c) In addition to the general provi-
sions for liens for taxes (see § 601.3 (b)),
section 827 (a) of the Code specially pro-
vides in connection with the estate tax
for a lien upon the gross estate and sec-
tion 1009 provides a similar lien in con-
nection with the gift tax upon all gifts.
Under certain circumstances releases of
the estate and gift tax liens imposed by
the Code with respect to property in-
cluded in the returns will be granted by
the Commissioner. Applications for such
releases should be addressed to the
Deputy Commissioner, Miscellaneous Tax
Unit, Washington 25, D. C. If granted,
certificates releasing the property in-
volved will be furnished.

(d) In any estate tax case in which the
executor desires that a prompt determi-
nation be made of the amount of the
estate tax due from the decedent's estate
and that he be discharged from personal
liability therefor, such request should be
made by written application to the Com-
missioner.

(e) Certificates permitting the trans-
fer of property of nonresident decedents,
regardless of citizenship, without liability
will be issued by the Commissioner when
he is satisfied that the tax imposed upon
the estate, if any, has been fully dis-
charged or provided for. Requests for
such certificates should be addressed to
the Deputy Commissioner, Miscellaneous
Tax Unit, Washington 25, D. C.

(f) Under certain circumstances estate
and gift tax returns may be inspected
pursuant to the Code and regulations.

§ 601.33 Description of forms-(a)
Estate and gift tax forms. The following
described forms which are prescribed
and furnished by the Bureau for use in
connection with estate and gift taxes
may be obtained at the principal and
branch offices of collectors of internal
revenue:

ESTATE TAX

Form 704. Preliminary Notice, Estate of
Citizen or Resident of the United States.
This form is for use of the executor or ad-
ministrator of the estate of a deceased citi-
zen or resident of the United States in re-
porting the estimated values of the various
classes of property belonging to the decedent,
and .must be filed with the collector within
.two months after the date of death or with-
in two months after qualification of such
executor or. administrator.
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Form 705. Preliminary Notice, Estate of
Nonresident Not a Citizen of the United
States. This form is for use of the executor
or administrator of the estate of a deceased
nonresident not a citizen of the United States
In reporting the estimated values of the
various classes of the decedent's property
having a situs In the United States, and must
be filed with the collector of internal revenue
within two months after the date of death
or within two months after qualification of
such executor or administrator.

Form 706. Estate Tax Return. This form
is for the use of the executor or administra-
tor of a deceased citizen or resident of the
United States, and of a nonresident de-
cedent not a citizen, in reporting the estate
tax due and setting forth an itemized in-
ventory by schedule of the decedent's prop-
erty and lists of the deductions under the
appropriate schedules. This return must be
filed with the appropriate collector of Inter-
nal revenue.

Form 706NA. Nonresident alien estate tax
return. Form 706NA is a simplified form of
return for use of the executor or administra-
tor of a nonresident decedent, not a citizen
of the United States. This form must be
filed with the appropriate collector of inter-
nal revenue.

Form 706b. Supplemental Schedule R (1)
(Estate Tax Return), Computations of Net
Estates for Estate of Decedent Domiciled
in Canada and not a Citizen of the United
States. This form Is for use of the executor
or administrator of the estate of a decedent
domiciled in Canada, not a citizen of the
United States, in computing the net estate
of the decedent pursuant to the Death Duty
Convention between the United States and
Canada. This schedule is a substitute for
Schedule R of Estate Tax Return, Form 706.
Form 706c. Computation of Estate Tax

With Credit for Canadian Succession Duties,
for Estate of Decedent Domiciled in or a
Citizen of the United States. This form Is
for use of the executor or administrator of the
estate of a decedent domiciled in or a citizen
of the United States, in computing credit
against the Federal estate tax for Canadian
succession duties paid with respect to prop-
erty situated in Canada and subjected to such
taxes by both countries, pursuant to the
Death Duty Convention between the United
States and Canada. This form is supple-
mental to the "Computation of Tax"
schedule In the estate tax return, Form 706.

Form 706d. Certification of Dominion
Succession Duties for Credit Against Federal
Estate Taxes. This form Is for use of the
executor or administrator of a decedent
domiciled in or a citizen of the United States,
In securing, a certification from Canadian
officials with respect to succession duties
paid in order that credit therefor may be
allowed against the Federal estate tax.

Form 706e. Computation of estate tax with
credit for United Kingdom estate duties, for
estate of decedent domiciled in or a citizen
of the United States. This form Is for use

of the executor or administrator of the eE tate
of a decedent domiciled in or a citizens of
the United States, in computing credit
against the Federal estate tax for United
Kingdom estate duties paid with respect to
property situated in the United Kingloin
and subjected to such taxes by both coun-
tries, pursuant to the Death Duty Convention
between the United States and the United
Kingdom. This form is supplemental to the
"Computation of Tax" schedule in the estate
tax return, Form 706.

Form 706f. Certification of United King-
dom estate duties for credit against Federal
estate taxes. This form Is for use of the
executor or administrator of a decedent dom-
iciled In or a citizen of the United States3, in
securing a certification from United Kingdom
officials with respect to estate duties paid in
order that credit therefor may be allowed
against the Federal estate tax.
Form 711. Estate Tax Power of Attortey.

This form is provided for the use of attorneys
who represent decedents' estates in estate tax
matters.

Form 712. Life Insurance Statement,
Estate Tax. This form is for use of the exc cu-
tor or administrator of a decedent's es;ate
in securing information from the insurance
company with respect to a policy of insurance
on the decedent's life. A form should be
prepared for each policy of insurance held
by the decedent. All such completed forms
should be associated with the decedent's
estate tax return, Form 706, and filed with
the appropriate collector of internal revenue.

Form 890. Waiver of Restrictions Aganst
Assessment and Collection of Deficiency in
Estate Tax. This form is for the use of the
executor in waiving the statutory restrictions
against the Immediate assessment and col-
lection of a deficiency in estate tax. The form
is enclosed with the notice of deficienc5 to
the executor and when signed should be
returned to the Internal revenue agent In
charge who forwarded the notice.

Form 896. Application for Extension of
Time for Payment of Deficiency in Estate Vax.
This form is for use of the executor in apply-
Ing for an extension of time for payment; of
a deficiency due from the decedent's estate
and must be filed with the appropriate col-
lector of Internal revenue.

OIUT TAX

Form 709. Gift Tax Return. This form Is
for use of the donor in reporting the gift
tax due for the calendar year involved and in
setting forth every transfer by gift to any
one donee during such year exceeding the
applicable exclusion. The return must be
filed in duplicate with the collector of in-
ternal revenue for the district in which the
donor has his legal residence.
Form 710. Donee's or Trustee's Informa-

tion Return of Gifts. This form Is for use
of the donee or trustee in reporting property
received by gift from the donor, if the value
of such gift is in excess of the applicable ex-
clusion. This return should be filed In
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duplicate with the appropriate collector of
internal revenue or with the Commissioner
of Internal Revenue at Washington, D. C.
Public, charitable, etc., organizations coming
under the Code are not required to file such
information return.

Form 890A. Waiver of Restrictions Against
Assessment and Collection of Deficiency in
Gift Tax. This form is for the use of the
donor in waiving the statutory restrictions
against the immediate assessment and col-
lection of a deficiency in gift tax. It is sent
to the taxpayer with the notice of deficiency
and when signed should be returned to the
Bureau or to the agent in charge who sent
the notice.

Form 938. Life Insurance Statement, Gift
Tax. This form is for Use of the donor in
securing information from the insurance
company with respect to an insurance policy
transferred by gift. When completed such
forms should be associated with the gift tax
return, Form 709, and filed with the appro-
priate collector of internal revenue.

(b) Additional forms applicable gen-
erally. For a list and description of ad-
ditional forms prescribed by the Bureau
for use In connection with internal
revenue taxes generally, see § 601.6.

SUBPART E-EMPLOYMENT TAXES
SouRcE: Hi 601.41 to 601.43 appear at 11

F. R. 177A-34, 14263, as amended at 13 F. R.
4123. Redesignation noted at 14 F. R. 5200.

§ 601.41 General. (a) The internal
revenue employment taxes are Imposed
by chapter 9, subchapter A, of the In-
ternal Revenue Code (Federal Insurance
Contributions Act); chapter 9, sub-
chapter C, of the Code (Federal Unem-
ployment Tax Act); and chapter 9, sub-
chapter B, of the Code (Railroad Retire-
ment Tax Act).

(b) Rules bearing upon the function-
ing of the Bureau, the forms used, and
other information relative to the em-
ployment taxes, are as follows:

(1) Federal Insurance Contributions
Act. Regulations 106 (Part 402 of this
chapter).

(2) Federal Unemployment Tax Act.
Regulations 107 (Part 403 of this
chapter).

(3) Railroad Retirement Tax Act.
Regulations 100 (Part 410 of this
chapter).

§ 601.42 General procedure-(a) Tax
collection. (1) Employment taxes are
collected by means of returns, required
to be filed by persons liable for tax (ex-
cept employees) with collectors of in-
ternal revenue. The tax is payable at
the time the return is required to be filed.

However, the Federal unemployment tax
may be paid in four equal installments.
Upon receipt by collectors a preliminary
examination is made of the returns, the
payments of tax deposited in due course,
and the tax, penalty, and interest liabil-
ities, if any, listed for assessment. The
returns under the Federal Insurance
Contributions Act and the Railroad Re-
tirement Tax Act are retained in the
collectors' offices where they are audited.
Returns under the Federal Unemploy-
ment Tax Act are forwarded to Wash-
ington 25, D. C., for audit and disposition.

(2) The Federal Insurance Contribu-
tions Act imposes a tax on employers of
one or more individuals engaged in "em-
ployment" as defined in the act. Em-
ployees covered by the act are also
required to pay a tax which is deducted
by the employer from their "wages" as
defined in the act. A return must be filed
by each employer for each quarter of the
year on Form SS-la in accordance with
the instructions on the form, reporting
thereon the employers' tax and the em-
ployees' tax with respect to wages paid
during the quarter covered by the return.

(3) The Federal Unemployment Tax
Act imposes a tax on employers of eight
or more individuals engaged in "employ-
ment" as defined in the act. The returns
are required to be filed annually on Form
940 in accordance with the instructions
on the form with respect to "wages"
paid during the calendar year.

(4) The Railroad Retirement Tax Act'
imposes a tax on employers and their em-
ployees with respect to "service" ren-
dered as defined in the act. It also im-
poses a tax on employee representatives
with respect to "service" rendered as de-
fined in the act. A return on Form CT-1
must be filed for each quarter by each
employer in accordance with the instruc-
tions on the form, and a return on Form
CT-2 must be filed for each quarter by
each employee representative in accord-
ance with the Instructions on such form,

(5) Tax return forms and all instruc-
tions necessary in connection with the
preparation and filing thereof may be
obtained from the collector of Internal
revenue for the district in which the tax-
payer is located.

(b) Rulings. Any taxpayer who is in
doubt as to his liability under any of the
several employment tax laws, to a partic-
ular item of coverage, wage item, or
other related matter, may address a
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letter to the Commissioner of Internal
Revenue, Washington 25, D. C., request-
ing advice. Such letter should disclose
the complete facts involved and, if a
contract or agreement is involved, in-
clude an executed copy thereof. Any
oral agreement involved should be ac-
curately stated in the letter. Upon
receipt of such letter disclosing the com-
plete facts the taxpayer is advised by
letter as to the Bureau's views.

(c) Conferences. A taxpayer who de-
sires a conference in the Bureau of In-
ternal Revenue regarding a situation in-
volving any of the employment taxes
may secure such conference by address-
ing a letter to the Commissioner of In-
ternal Revenue, Washington 25, D. C.
If a conference is desired in a collector's
office, the letter should be addressed to
the collector. There are no formal re-
quirements if the conference is to be held
with the taxpayer. If a representative
of the taxpayer desires to appear, the
representative must be enrolled to prac-
tice before the Treasury Department and
be authorized by appropriate power of
attorney to represent the particular tax-
payer concerned. See § 601.4 (d).

(d) Claims for refund, credit and
abatement. In the case of an assessment
or collection of any kind of employment
tax referred to herein, believed by the
taxpayer to be erroneous, he Is privileged
to file a claim for refund, credit, or
abatement. See § 601.4 (a). Such
claim should be executed on Form 843,
and filed with the collector to whom the
tax was paid or from whom notice of
assessment was received. Instructions
for preparing a claim are contained on
Form 843 and any necessary additional
instructions may be obtained from the
collector. In the case of a claim for
abatement, the collector may require the
taxpayer to furnish bond in double the
amount of the tax involved to secure
postponement of collection while the
claim is pending. A claim for refund or
credit must be filed within four years
from the date the tax was paid, except
in the case of special refunds under sec-
tion 1401 (d) -of the-Federal Insurance
Contributions Act, discussed in para-
graph (f) (1) and (2) of this section.
Where a claim for refund is rejected, an
official notice of rejection is mailed to
the taxpayer by registered mail. The
taxpayer may bring suit for recovery in
the appropriate court within two years
from the date of mailing of the rejection

notice. See § 601.4 (a). An appea'. to
The Tax Court may not be filed in con-
nection with employment taxes. See
§ 601.2.
(e) Offers in compromise. A taxpayer

may, in certain circumstances, submit
an offer to compromise the taxes, penal-
ties, or interest imposed by any of the
several employment tax laws. Form 656
must be used in submitting a cash offer
and Form 656-C in case of an install-
ment offer. The taxpayer must submit
a financial statement on Form 433-B
with the offer. Any necessary instruc-
tions with regard to the preparation and
filing of such offer are obtainable from
the appropriate collector of internal
revenue.
(f) Provisions special to the Federal

Insurance Contributions Act-l) Iden-
tification and account numbers. (i)
Under the Federal Insurance Contribu-
tions Act each employer must have an
Identification number. Any employer
who does not have an identification
number must secure a Form SS-4 from
the collector of internal revenue or from
a field office of the Social Security Ad-
ministration and, after executing the
form in accordance with the instructions
contained thereon, file it with the col-
lector or the field office. At a subsequent
date the collector will furnish the em-
ployer with a number which must app ar
in the appropriate space on each tax re-
turn, Form SS-la, filed thereafter.

(ii) Each employee who does not have
an account number must file an appli-
cation on Form SS-5, a copy of which
may be obtained from any field office of
the Social Security Administration or
from a collector of internal revenue. The
form, after execution in accordance with
the Instructions thereon, must be flied
with the field office of the Social Security
Administration, and at a later date the
employee will be furnished an account
number. Such number must be given
to each employer for whom an employee
works in order that such number may
be entered on each tax return filed
thereafter by the employer.

(iii) Form SS-la requires as a part of
the return that the wages of each em-
ployee paid during the quarter be re-
ported thereon. It is necessary at times
that employers correct wage information

'previously reported. A special form,
Form SS-1c, has been adopted for use In
correcting erroneous wage" information
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or omissions of such wage information in
Schedules A of Form SS-la. Instruc-
tions on Form SS-la and on Form SS-1c
explain the manner of preparing and
filing the forms. Any further instruc-
tions should be obtained from the col-
lector for the district in which the re-
turns are filed.

(2) Special refunds of employees' tax
on wages over $3,000 received before
1947. Under section 1401 (d) (1) of the
Federal Insurance Contributions Act
(section 1401 (d) (1) of the Internal
Revenue Code) an employee, who re-
ceived wages prior to January 1, 1947, in
excess of $3,000 from two or more em-
ployers for services performed during the
calendar year 1940 or any subsequent
calendar year, my file a claim for re-
fund of the amount by which the em-
ployees' tax deducted and paid to a col-
lector with respect to such wages exceeds
the employees' tax with respect to the
first $3,000 of such wages.

(i) A separate claim shall be made
with respect to wages for services per-
formed within each calendar year.

ii) The employee shall submit with
the claim a statement from each em-
ployer (on Form SS-9) for whom he per-
formed services during the calendar
year. If the statement of any employer
cannot be submitted with the claim, the
employee shall include in the claim an
explanation of his inability to submit
such statement.

(iii) The employee's claim shall be
made on Form 843 and shall be filed
with the collector for the district in
which the employee resides.

(iv) No refund will be made under
section 1401 (d) (1) of the Federal In-
surance Contributions Act unless (a) the
employee files a claim, establishing his
right thereto, after the calendar year in
which the employment was performed
with respect to which refund of tax is
claimed, and (b) such claim is filed
within two years after the calendar year
in which the wages are paid with respect
to which refund of tax is claimed.

(3) Special refunds of employees' tax
on wages over $3,000 received alter 1946.
Under section 1401 (d) (2) of the Fed-
eral Insurance Contributions Act (sec-
tion 1401 (d) (2) of the Internal Rev-
enue Code) an employee, who receives
wages in excess of $3,000 from two or
more employers in any calendar year be-
ginning after December 31, 1946, may

file a claim for refund of the amount, if
any, by which the employees' tax im-
posed with respect to such wages and
deducted therefrom exceeds the employ-
ees' tax with respect to the first $3,000
of such wages. The necessary forms and
instructions may be obtained from the
collector's office. With respect to such
special refund claims, the following
applies:

(i) A separate claim shall be made
with respect to wages received within
one calendar year (regardless of the year
or years after 1936 during which the
services are performed for which such
wages are received).

Cii) The employee shall submit with
the claim, as a part thereof, a statement
executed by him on Form SS-9a.

(iii) The employee's claim shall be
made on Form 843 and shall be filed with
the collector for the district in which the
employee resides.

(iv) No refund will be made under sec-
tion 1401 (d) (2) of the Federal Insur-
ance Contributions Act unless Ca) the
employee files a claim, establishing his
right thereto, after the calendar year in
which the wages are received with re-
spect to which refund of tax is claimed,
and (b) such claim is filed within 2
years after the calendar year in which
such wages are received.

§ 601.43 Forms-(a) Description. The
forms specially applicable in connection
with the employment taxes, copies of
which may be secured from collectors of
internal revenue, are as follows:

FEERAL INSURANCE CONTRIBUTIONS ACT

Form SS-la. Employer's Tax Return
under Federal Insurance Contributions Act.
This form is required to be filed on a quar-
terly basis by each employer of one or more
individuals. The information required to be
shown on the form includes the number of
employees listed on Schedule A of the form,
the total taxable wages paid, any credits or
adjustments, the amount of employers' and
employees' tax, and the name and address
of the employer and his identification num-
ber. It is required on Schedule A of the
form that the employee's Social Security Ac-
count number be shown, his name, wages
paid, and the State in which employed.

Form SS-ib. Continuation sheet of Sched-
ule A of Form SS-la, Employer's Tax Return
under the Federal Insurance Contributions
Act. This form should be used if there is
not sufficient space on Form SS-la for the
listing of employees.

Form SS-lc. Statement to correct informa-
tion previously reported under the Federal
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Insurance Contributions Act. If the account
number, name, or wages of one or more em-
ployees were omitted from or erroneously
reported in Schedule A of one or more re-
turns on Form SS-la, each such error should
be corrected on this form.

Form SS-4. Employer's Application for
Identification Number. This form is required
to be filed by each employer of one or more
Individuals. The information required to be
shown on the form Includes the employer's
name, trade name, form of operation, princi-
pal place of business, number of employees,
date business established, first date after
December 31, 1936, on which employer had
one or more employees, name and identifica-
tion number of previous owner, reason for
filing application, whether employer had
previously filed application, whether em-
ployer operates more than one place of em-
ployment, and if so, the name, address,
nature of business, and number of em-
ployees, exact nature of business carried on,
and if primarily engaged in manufacturing,
the principal products manufactured and
percentage of total value of all products
which each represents.

Form SS-5. Application for Social Security
Account Number. This form is required to
be filed by each employee. The information
required to be shown on the form Includes
the employee's name, address, age, date and
place of birth, father's name, mother's
maiden name, sex, race, whether previous ap-
plication for number has been filed, and if
so, the State in which applied and date, and
account number issued.

Form SS-9. Employer's Statement to Sup-
port Employee's Claim for Special Refund
of Employees' Tax. This form, which is to be
executed by the employer, is filed in sup-
port of the special refund claim on Form
843 of an employee who received wages prior
to January 1, 1947, in excess of $3,000 from
two or more employers for services per-
formed during a calendar year. The in-
formation required to be shown on the form
includes the name, address, and Identifica-
tion number of the employer, name and ac-
count number of employee, the year involved,
address of collector to whom employer paidi
tax. calendar year of wage payment, amount
of wages paid to employee during year, and
the amount of employees' tax collected and
paid to collector.

Form SS-9a. Employee's statement to sup-
port claim on Form 843 for special refund of
employees' tax under the Federal Insurance
Contributions Act. This form is executed
and filed by the employee in support of his
claim on Form 843 for special refund of em-
ployees' tax with respect to wages received
by him in any calendar year after 1946. The
information required to be shown on the
form with respect to each employer from
whom wages were received during the cal-
endar year includes the name and address
of the employer, the amount of wages re-
ceived, and the amount of employees' tax
deducted.

FEDERAL UNEMPLOYMENT TAX ACT

Form 940. Annual Return of Excise i'ax
on Employers of Eight or More Individuals.
This form is required to be filed annually by
each employer of eight or more individuals.
The information required to be shown on i;he
form includes the name and address of ;he
taxpayer, nature of business, form of organi-
zation, date of organization, total remunera-
tion paid during year for services of em-
ployees, total nontaxable remuneration paid,
amount of credit for contributions paid into
State funds, and the amount of tax.

Form 1135. Application for extension of
time for payment of the excise tax or rony
part thereof imposed by the Federal Unem-
ployment Tax Act. This form is filed under
oath by taxpayers to show that the payment
of the tax or any part thereof at the time
prescribed for payment would result in n-
due hardship. The information required to
be shown on the form and to be submitted in
support of the application includes the ox-
tended date, the amount of tax, the year fn-
volved, reasons why extension is necessary,
sworn statement of assets and liabilities,
itemized list of receipts and disbursements
for three months prior to prescribed date :or
payment, reasons why taxpayer is unable to
borrow money to pay tax, and a list of the
security to be posted.

RAILROAD RETIREMENT TAX ACT

Form CT-1. Employer's tax return under
the Railroad Retirement Tax Act (Chapter 9,
Subchapter B, of the Internal Revenue Code).
This form is required to be filed on a quar-
terly basis by each employer. The inforna-
tion required to be shown on the form in-
cludes the number of employees to whom
taxable compensation was paid during the
quarter, the amount of such compensation,
credits or adjustments, and the amounts of
employers' tax and employees' tax.

Form CT-2. Employee representative's re-
turn under the Railroad Retirement Tax Lct
(Chapter 9, Subchapter B, Internal Revenue
Code). This form is required to be filed an
a quarterly basis by each employee repre-
sentative. The information required to be
shown on the form includes the total taxable
compensation paid to the taxpayer during
the quarter for services rendered as employee
representative, credits, and total tax due.

FORM COMMON TO FEDERAL INSURANCE CONTIU-
BUTIONS ACT AND FEDERAL UNEMPLOYMENT
TAX ACT

Form SS-8. Information for Use in Ob-
taining Ruling From Bureau of Internal Rev-
enue on Status of Salesmen Under Fede'al
Insurance Contributions Act and Federal Un-
employment Tax Act. This form gives an
outline of the information to be submitted to
the Bureau in doubtful cases in order to ob-
tain a ruling whether a salesman is an em-
ployee.
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FORMS COMMON TO FEDERAL INSURANCE CON-

TRIBUTIONS ACT, FEDERAL UNEMPLOYMENT

TAX ACT, AND RAILROAD RETIREMENT TAX ACT

Form SS-10. Consent Fixing Period of
Limitatton Upon Assessment of Taxes Under
Titles VIII and IX of the Social Security Act,
the Federal Insurance Contributions Act, the
Federal Unemployment Tax Act, the Carriers
Taxing Act of 1937, and Subchapter B, Chap-
ter 9, of the Internal Revenue Code. This
form Is used by a taxpayer to enter into an
agreement with the Commissioner to suspend
running of statute of limitations for making
assessment of taxes. The information re-
quired to be shown on the form includes the
name and address of taxpayer, the periods
involved, and the extended date to which
the taxes may be assessed.

(b) Additional forms applicable gen-
erally. For a list and description of ad-
ditional forms prescribed by the Bureau
for use in connection with internal reve-
nue taxes generally, see § 601.6.

SUBPART F-SALES TAXES COLLECTED BY
ASSESSMENT

SOURCE: §§ 601.46 to 601.52 appear at 11
F. R. 177A-34, 14263, as amended at 13 F. R.
4121, 7710. Redesignation noted at 14 F. R.
5201.

§ 601.46 General. (a) Chapter 29, sub-
chapter A, of the Internal Revenue Code
imposes certain taxes on sales by manu-
facturers, producers, and importers of
the following articles and commodities: 1

Automobiles, trucks, tractors, buses, trailers,
motorcycles, etc., and parts and accessories
therefor.

Business and store machines.
Electric, gas, and oil appliances.
Electric light bulbs and tubes.
Electrical energy for domestic and commer-

cial consumption.,
Firearms, shells, and cartridges.
Photographic apparatus, cameras, lenses,

film, and sensitized paper.
Radio receiving sets and components, phono-

graphs, phonograph records, and musical
instruments.

Refrigerators, air conditioning units, and
components.

Sporting goods.
Tires and inner tubes.

(b) Rules bearing upon the function-
ing of the Bureau, the forms used, etc., in
connection with these taxes are con-

I The descriptive terms used to designate
the various articles and commodities sub-
ject to tax are intended only to indicate their
general classes. For specific Information as
to the scope of each tax, reference should be
had to the applicable regulations.

I The tax on electrical energy applies to
sales by "vendors".

tained in Regulations 46 and Order May
31, 1944, and Order June 27, 1944 (Part
316 of this chapter).

(c) Chapter 29, subchapter A, of the
Code also imposes certain taxes on sales
by manufacturers, producers, and im-
porters of gasoline and matches, and on
sales by manufacturers and producers
of lubricating oils. Rules bearing upon
the functioning of the Bureau, the forms
used, etc., in connection with these taxes
are contained in Regulations 44 (Part
314 of this chapter).

(d) Section 2700 of chapter 25 of the
Code imposes certain taxes on sales by
manufacturers, producers, and importers
of pistols and revolvers. Rules bearing
upon the functioning of the Bureau, the
forms used, etc., in connection with
these taxes are contained in Regulations
47 (Part 302 of this chapter).

(e) Chapters 9A and 19 of the Code
impose certain taxes on sales by retailers
of the following articles:
Fur articles.
Jewelry, watches and clocks, etc.
Luggage, handbags, wallets, and certain other

related articles.
Toilet preparations.

(f) Rules bearing upon the function-
ing of the Bureau, the forms used, etc.,
in connection with these taxes are con-
tained in Regulations 51 and Order June
27, 1944 (Part 320 of this chapter).

§ 601.47 Procedure-(a) Tax collec-
tion. (1) The sales taxes are collected
by means of returns required to be filed
monthly by persons liable for tax with
collectors of internal revenue for the dis-
trict in which their principal place of
business is located. The return is due not
later than the last day of the month fol-
lowing the month for which it is made
and the tax is payable, without notice
from the collector, at that time.

(2) Upon receipt by collectors, the re-
turns are given a preliminary examina-
tion, all remittances accompanying them
are deposited, and the tax, together with
any applicable interest, is entered on an
assessment list. A copy of the assess-
ment list, together with the original
copies of the returns, is then forwarded
to the Bureau in Washington where the
list and returns are compared and all
necessary corrections are appropriate
additions to the list, including any appli-
cable penalties or Interest, are made,
after which the copy of the list is for-
mally approved by the Commissioner and
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a certificate of such approval returned to
the collector. This approval of the list
by the Commissioner constitutes the
"assessment" of the taxes, penalties, and
interest listed thereon. Under the law,
this assessment is prima facie correct for
all legal purposes, the.burden to disprove
its correctness being upon the taxpayer.
The receipt by the collector of the assess-
ment list also makes it possible for him
to take any forcible action (such as the
issuance of warrants for distraint or
notices of levy) necessary to' effect col-
lection of any liabilities shown on the
list which remain due and unpaid after
notice and demand for their payment
has been served upon the taxpayer.

(3) Detailed information as to the re-
turn forms, and all other forms, pre-
scribed for use in connection with the
sales taxes, are contained in the regula-
tions referred to in § 601.46. Copies of
these regulations, together with copies
of all necessary forms and instructions
as to their preparation and filing, may
be obtained from the office of the col-
lector of internal revenue for the district
in which the taxpayer is located.

(b) R~ulings. (1) Any person who is in
doubt as to his liability for any of the
manufacturers' or retailers' sales taxes,
or as to the taxability of any particular
article or commodity, may address a let-
ter to the Deputy Commissioner, Miscel-
laneous Tax Unit, Bureau of Internal
Revenue, Washington 25, D. C., request-
ing advice. Such letter should com-
pletely disclose all of the pertinent facts
involved and, if advice as to the tax-
ability of a particular article or com-
modity is requested, should describe the
article or commodity in sufficient detail
to permit of a proper determination as
to its taxable status. Where the article
or commodity is of such nature as not to
lend itself readily to a written descrip-
tion, and it is feasible to submit a sample,
this should be done. Upon receipt of
such an inquiry disclosing the complete
facts involved, the taxpayer is advised
by letter of the Bureau's views as to his
liability for the tax. This letter will be
signed either by the Commissioner of
Internal Revenue or the Deputy Com-
missioner in charge of the Miscellaneous
Tax Unit, or, in some cases, by the Sec-
retary of the Treasury or an Assistant
Secretary. A copy of this letter is also
forwarded to the local collector of in-
ternal revenue.

(2) Where a sales tax ruling has been
issued with which the taxpayer is no'; in
agreement, the taxpayer is privileged to
request reconsideration of the ruling by
addressing a letter to the official who
signed the ruling setting forth in full
detail the basis for his request. If de-
sired, a conference in the matter ray
also be requested. In such event, a cDn-
ference will be accorded the taxpayer
either in the Miscellaneous Tax Unit in
Washington or, if the taxpayer so de-
sires, with a representative of the local
collector or, in the case of taxpayers
located in or near New York, Chicgo,
or Los Angeles, with an internal revenue
agent attached to one of the three feld
offices of the Miscellaneous Tax t'nit
located in those cities.

(3) Where a ruling or a conferenc3 is
requested by the taxpayer himself, no
formal requirements are prescribed.
Where, however, the taxpayer desire,,; to
be represented by an attorney or agent,
the attorney or agent must be enrolled to
practice before the Treasury Department
and be authorized by appropriate power
of attorney, either already on file with
the Bureau or submitted with the re-
quest for the ruling or at the conference,
to represent the taxpayer concerned.
(See § 601.4 (d).)

§ 601.48 Proposed assessments of ad-
ditional or delinquent taxes. a)
Assessments of additional tax proposed
to be made by the Bureau may arise In
one of two ways, i. e., either as the reult
of the audit of the taxpayer's return in
Washington, or as the result of an exam-
ination of the taxpayer's books and rec-
ords by an internal revenue agent at-
tached to the Miscellaneous Tax Field
Force, or by a deputy collector at-
tached to one of the collectors' offices.
Assessments of delinquent taxes (I. e.,
taxes asserted against taxpayers who
have filed no returns) ordinarily arise as
the result of investigations conducted by
internal revenue agents or deputy collec-
tors as the result of information obtained
in the field.

(b) When the occasion for an addi-
tional assessment arises as the result of
an audit of the taxpayer's return (cnd
except in cases where delay may jeop-
ardize collection of the tax, or where ,;he
amount involved is nominal or the result
of an evident mathematical error), a pre-
liminary letter is addressed to the tax-
payer advising him briefly of the basis
and amount of the proposed assessment
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and according him a period of at least
fifteen days from the date of the letter
to submit a protest with supporting facts,
or to request a conference. If no reply is
received from the taxpayer within the
stated period, the assessment is made.
If, however, the taxpayer submits a pro-
test or requests a conference within the
stated period, assessment of the addi-
tional tax is deferred until such facts and
arguments as are submitted by the tax-
payer in his protest or at the conference
have been considered, unless it appears
that the taxpayer is merely endeavoring
to delay assessment without good cause
or that further delay may jeopardize col-
lection of the tax. The foregoing pro-
cedure is followed in all cases involving
proposed assessments of additional tax
arising as the result of an audit of the
taxpayer's return except in cases where,
as the result of conferences in or corre-
spondence with the Bureau, the taxpayer
has already agreed to the proposed
assessment.

(c) When the occasion for the pro-
posed assessment of additional or delin-
quent tax arises as the result of an exam-
ination of the taxpayer's books and
records conducted by an internal revenue
agent assigned to the Miscellaneous Tax
field force or by a deputy collector of
internal revenue, the taxpayer is fur-
nished with a copy of the investigator's
report (except in situations where the
report contains information of a confi-
dential nature, such as a case involving
fraud) and is given an opportunity to
confer with the investigator and, if de-
sired with the internal revenue agent
in charge of the Miscellaneous Tax
field force for that area, in the case
of an investigation conducted by an
agent attached to that force, or with the
chief field deputy attached to the office
of the collector of internal revenue for
the taxpayer's district, in a case where
the investigation was conducted by a
deputy collector. If, as the result of
such a conference, the taxpayer agrees to
the investigating officer's findings, he is
advised to make remittance of the addi-
tional tax due to the collector's office, to
whom appropriate notice of the addi-
tional liability, together with a copy of
the report of the investigation is for-
warded. (Agreements as to additional
or delinquent tax in these cases are not
evidenced by any special form of written
instrument, the amount of the addi-

tional or delinquent tax being reported by
way of an amended or original return.)
The original of the investigating officer's
report is forwarded to the Washington
office of the Miscellaneous Tax Unit for
review. Should this review disclose any
errors In the assertion or computation
of the tax, the matter is taken up with
the field office involved for any adjust-
ment which appears to be in order.

(d) In cases where no agreement can
be reached in the field as to the amount
and payment of any additional or delin-
quent tax disclosed by the investigation,
the original of the investigating officer's
report, as approved by the internal reve-
nue agent in charge or the collector of in-
ternal revenue, as the case may be, to-
gether with any protest or submission the
taxpayer may have made while the case
was in the field, is forwarded to the
Washington office of the Miscellaneous
Tax Unit. A copy of such report Is also
given to the taxpayer. If, after review of
the report in Washington, it is consid-
ered that no additional or delinquent tax
is due, the investigating officer is so noti-
fied and no further action on the part
of the taxpayer is necessary. If, how-
ever, it is concluded that assessment of
the tax is in order, the taxpayer is ad-
vised that he is privileged to submit a
protest or request a conference in re-
gard to the proposed assessment within
a period of fifteen days or such other
longer period as may be appropriate un-
der the circumstances. If, after consid-
eration has been given to the tax payer's
contentions as to why the tax should
not be assessed, it is concluded that no
assessment should be made, the investi-
gating officer is so notified and the case is
then closed without further action. If,
however, no protest or request for a con-
ference is received from the taxpayer
within the stated period or, if after con-
sideration has been given to any pro-
test submitted, it is concluded that assess-
ment of the additional or delinquent tax
is in order, the amount of tax (together
with any applicable penalties and inter-
est) is entered on an assessment list for
collection in the usual manner. See S. T.
915, Internal Revenue Bulletin, 1941-1,
page 455.

(e) Conferences regarding proposed
assessments of additional or delinquent
taxes are subject to the same general
rules as are conferences on rulings, as
described in § 601.47.
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§ 601.49 Administrative remedies
available to taxpayers alter assessment
and/or payment of sales taxes alleged
to have been erroneously or illegally as-
sessed or collected-(a) Before payment
has been made. (1) After a sales tax,
which the taxpayer considers is not due,
has been assessed but not yet paid, he is
privileged to file a claim for the abate-
ment of such tax. See § 601.4. The
form prescribed for use in filing an
abatement claim is Form 843, copies of
which may be obtained from collectors
of internal revenue. The claim should
be prepared in accordance with the in-
structions contained on the form and
filed with the collector from whom no-
tice of assessment of the tax was re-
ceived. After appropriate certification
of the claim by the collector, the claim
is forwarded to the Bureau in Washing-
ton for consideration and action. No-
tice as to the allowance or disallowance
of the claim is then forwarded both
to the taxpayer and to the collector con-
cerned. If the claim Is allowed, no fur-
ther action on the part of the taxpayer
Is necessary. If, however, the claim is
rejected, the collector is instructed to
proceed with the collection of the re-
jected amount.

(2) In the case of a claim for abate-
ment, the collector may require the tax-
payer to furnish bond in double the
amount of the tax involved so that the
interests of the Government will be pro-
tected while the claim is pending.

(b) After payment has been made.
(1) After a sales tax, which the taxpayer
considers is not due, has been assessed
and paid, he Is privileged either to file
a claim for the refund of such tax or
to take a credit for the amount paid on
a sales tax return, covering the same
kind of tax, filed by him after the al-
leged erroneous payment has been made.
Under the law, however, the- claim for
refund must be filed, or the credit taken,
within four years from the date the tax
was paid. -The form prescribed for filing
a claim for refund is Form 843, copies
of which may be obtained from collec-
tors' offices. The claim should be pre-
pared in accordance with the Instruc-
tions shown thereon and should be filed
with the collector of Internal revenue to
whom the tax, refund of which is
claimed, was paid. After appropriate
certification of the claim by the collector,
the claim follows the same general course
as does a claim for abatement referred
to in paragraph (a) of this section.
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(2) If the claim for refund is rejected,
the taxpayer is notified of the rejection
by registered mail and, in such a case,
the taxpayer may bring suit for recovery
of the tax in the appropriate court within
two years from the date of the rejection
notice. See § 601.4. The Tax Court
has no jurisdiction over sales tax cases
and, consequently, this forum is not
available for the adjudication of disputes
as to sales tax liability. See § 601.4.

(3) When a claim for refund is allowed,
an appropriate notice of allowance, to-
gether with a check in the amount of the
refund and any allowable interest, is for-
warded by the Bureau in Washington to
the collector of internal revenue to whom
the tax was originally paid. If the col-
lector finds that there is no other due
and unpaid tax indebtedness outstand-
ing against the claimant, the check, ac-
companied by the notice of allowance, is
mailed by the collector to the claimant.
If any due and unpaid indebtedness is
found to be outstanding, however, the
refund check Is not released until such
indebtedness is discharged.

(4) In the case of a credit claimed for
an amount of tax alleged to have been er-
roneously paid, no particular forms for
the claiming of such a credit are pre-
scribed. The procedure to be followed in
such a case is for the taxpayer to enter
on the line provided for credits on the
return form the amount claimed to have
been erroneously paid and to accompany
the return, when filed, with a supporting
statement, executed under oath, which
should set out clearly and fully the basis
on which the credit is claimed. These
statements accompany the returns when
they are forwarded by the collectors to
the Bureau in Washington where they
are examined in the course of the regular
audit of the returns. Notice as to the
disallowance of any credit is forwarded
to the taxpayer and the amount of the
credit Is then entered on an assessment
list for collection in the usual manner.

(5) Detailed Instructions as to the
manner In which claims for refund or
credit should be prepared are contained
in § 601.46.

§ 601.50 Offers in compromise. Under
certain special circumstances, a taxpayer
against whom sales tax liability (includ-
ing any applicable penalties and inter-
est) has been assessed, may submit an
offer in compromise of such liability. See
section 3761 of the Code and § 601.4 (c).
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The circumstances under which the
compromise authority may be exercised
are very restricted. The forms pre-
scribed for use in the submission of an
offer in compromise are Form 656, which
is used in the case of a cash offer, and
Form 656 (c) which is required in the
case of an installment offer. In addition,
the taxpayer must submit a financial
statement on Form 433 with the offer.
Instructions as to the preparation and
filing of an offer in compromise may be
secured from the appropriate collector of
internal revenue.

§ 601.51 Registration and bonding re-
quirements special to certain of the taxes
on sales by manufacturers, producers,
and importers. (a) Every producer or
importer of gasoline, every producer of
lubricating oils, and every person desir-
ing to purchase taxable article tax free
for use in further manufacture of other
taxable articles, who qualifies as a manu-
facturer of articles taxable under chapter
29, subchapter A, of the Internal Revenue
Code (except manufacturers of tires or
inner tubes), or as a vendee with an es-
tablished place of business reselling di-
rect to manufacturers of taxable articles,
must make application for registry to the
collector of internal revenue for the dis-
trict in which his principal place of
business is located (or, if he has no prin-
cipal place of business in the United
States to the collector at Baltimore,
Maryland). The form provided for this
purpose is Form 637-A, Application for
Registry, copies of which may be obtained
from the collector. The form should be
prepared in accordance with the instruc-
tions shown thereon and the provisions
of the applicable regulations referred to
in § 601.46. In the case of producers
and importers of gasoline and pro-
ducers of lubricating oil, the application
must also be accompanied by a bond
on Form 928 in a sum equivalent to the
approximate amount of tax which might
be incurred by the taxpayer during an
average three-month period at the rates
of the tax then in effect, but in no case
shall the bond be for less than $2,000.

(b) Upon receipt by the collector of the
application for registry and, in the case
of gasoline and lubricating oil, upon ac-
ceptance of the bond required, the col-
lector will furnish to the applicant Form
637, Certificate of Registry, which will
bear the applicant's registration number.
Detailed instructions as to the use of this
number and as to the requirements

necessary to be complied with in connec-
tion with the filing of applications for
registry and the submission of bonds are
set forth in the applicable regulations
referred to in § 601.46.

§ 601.52 Forms-(a) Description. The
forms specially applicable in connection
with the manufacturers' and retailers'
sales taxes are as follows:

Form 726. Return form for use by manu-
facturers, producers, and importers in report-
ing the taxes on gasoline, lubricating oils, and
matches. The information required to be
shown on the form includes the month cov-
ered by the return, the amount of tax due
for each month, any applicable credits, the
name and address of the taxpayer, and the
signature and title of the person making the
return. If the amount of tax reported on the
return Is more than $10, the return must be
executed under oath. If the amount is $10
or less, the return may be signed or acknowl-
edged before two subscribing witnesses.

Form 728. Return form for use by manu-
facturers, producers, and importers in re-
porting the taxes on: automobiles, trucks,
tractors, buses, trailers, motorcycles, etc., and
parts and accessories therefor; business and
store machines; electric, gas, and oil appli-
ances; electric light bulbs and tubes; electri-
cal energy for domestic and commercial con-
sumption; firearms, shells, and cartridges;
mechanical refrigerators, air conditioning
units and components; photographic appa-
ratus and sensitized paper; pistols and re-
volvers; radio receiving sets and components,
phonographs, phonograph records, and
musical instruments; sporting goods; and
tires and inner tubes. The information re-
quired to be shown on the form includes the
amount of tax due for such month, any ap-
plicable credits, the name and address of the
taxpayers, and the signature and title of the
person making the return. If the amount
of tax reported on the return is more than
$10, the return must be executed under
oath. If the amount is $10 or less, the return
may be signed or acknowledged before two
subscribing witnesses.

Form 728-A. Return form for use by retail
dealers in reporting the taxes on: fur articles;
fewelry, watches and clocks, etc.; luggage,
handbags, wallets, and certain other related
articles; and toilet preparations. The infor-
mation required to be shown on the form
includes the month covered by the return,
the amount ol tax due for such month, any
applicable credits, the same and address of
the taxpayer, and the signature and title of
the person making the return. If the amount
of tax reported on the return is more than
$10, 'he return must be executed under oath.
If the amount is $10 or less, the return may
be signed or acknowledged before two sub-
scribing witnesses.

Form 637-A. Application for Registry to
be filed by certain manufacturers, producers,
importers, and vendees. The information
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required to be shown on the form includes
the name, trade name, and address of the
applicant, the nature of his business, and the
signature and title of the person making the
application. The form must be executed un-
der oath.

Form 928. Form of bond furnished by pro-
ducers and importers of gasoline and manu-
facturers and producers of lubricating oil.

(b) Forms generally applicable. For
a list of forms of general application, see
Subpart A of this part. Forms are ob-
tainable from collectors.
SUBPART G-MISCELLANEOUS EXCISE TAXES

COLLECTED BY ASSESSMENT
SOURCE: §§ 601.56 to 601.62 appear at 11

F. R. 177A-34, 14263, as amended at 13 F. R.
4121. Redesignation noted at 14 P. R. 5201.

§ 601.56 General-(a) Classification.
These taxes may be grouped into the
following four general classes: (1) the
taxes on admissions, cabaret, dues and
initiation fees; (2) the communications
taxes; (3) the transportation taxes; and
(4) other miscellaneous excise taxes.
Each class is discussed briefly in the
paragraphs which follow.'

(1) Admissions, etc. Chapter 10, sub-
chapter A, of the Internal Revenue Code
imposes certain taxes on admissions
(including certain taxes on amounts
charged by ticket brokers, box office em-
ployees, etc., in excess of the established
price), and on charges made by cabarets,
roof gardens, etc. Subchapter B of this
chapter imposes certain taxes on
amounts paid as dues or initiation fees
to any social, athletic, or sporting club
or organization. Rules bearing upon the
functioning of the Bureau, the forms
used, etc., in connection with these taxes
are contained in Regulations 43 (Part
101 of this chapter).

(2) Communications. Chapter 30,
subchapter B, of the Internal Revenue
Code imposes certain taxes on amounts
paid for local telephone service; long
distance telephone messages, etc., tele-
graph, cable, or radio dispatches, or mes-
sages; leased wires, etc.; and wire and
equipment service. Rules bearing upon
the functioning of the Bureau, the forms
used, etc., in connection with these taxes
are conatined in Regulations 42 (Part
130 of this chapter).

'The descriptive terms used to designate
the various classes of taxes are intended only
to indicate their general character. For spe-
cific Information as to the scope of each tax,
reference should be had to the applicable
regulations.

(3) Transportation. Chapter 30 of
the Internal Revenue Code imposes cer-
tain taxes with respect to various kinds
of transportation services as follows:
Subchapter A of the chapter imposes a
tax on amounts paid for the transporta-
tion of oil by pipe line; subchapter C im-
poses a tax on amounts paid for the
transportation of persons and for seating
or sleeping accommodations furnished in
connection with such transportation; and
subchapter E imposes a tax on the
transportation of property. Rules bear-
ing upon the functioning of the Bureau,
the forms used, etc., in connection with
these taxes are contained in Regulations
42 (applicable to the taxes on the trans-
portation of persons and the transporta-
tion of oil by pipe line) (Part 130 of this
chapter), and Regulations 113 (appli-
cable to the tax on the transportation
of property) (Part 143 of this chapter).

(4) Miscellaneous- (l) Coconut and
other vegetable oils. Chapter 21 of the
Internal Revenue Code imposes a tax
upon the first domestic processing of
coconut oil, palm oil, palm-kernel oil,
fatty acids derived from any of the fore-
going oils, salts from any of the fore-
going or any combination or mixture
containing a substantial quantity of any
one or more of such oils, fatty acids or
salts. Rules bearing upon the function-
ing of the Bureau, the forms used, etc., in
connection with this tax are contained in
Regulations 48 (Part 306 of this
chapter).

(ii) Hydraulic mining. The act en-
titled "An Act to create the California
Debris Commission and regulate hydrau-
lic mining in the State of California,"
approved March 1, 1893, as amended (27
Stat. 507; 34 Stat. 1001; 48 Stat. 1118,
imposes a tax with respect to certain hy-
draulic gold mining in the State of Cali-
fornia. Rules bearing upon the func-
tioning of the Bureau, the forms used,
etc., In connection with this tax are con-
tained in T. D. 4952 (Part 317 of this
chapter).

(ili) Sale deposit boxes. Chapter 12
of the Internal Revenue Code imposes a
tax on the amount collected for the use
of a safe deposit box. The rules bear-
ing upon the functioning of the Bureau,
the forms used, etc., in connection with
this tax are contained in the same regu-
lations referred to In paragraph (a) (2)
of this section relating to the communi-
cations taxes.
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(iv) Sugar. Chapter 32 of the In-
ternal Revenue Code imposes a tax upon
manufactured sugar manufactured in
the United States. Rules bearing upon
the functioning of the Bureau, the forms
used, etc., in connection with this tax are
contained in Regulations 99, as amended
(Part 312 of this chapter).

(v) Circulation other than of national
banks. Chapter 13 of the Internal
Revenue Code imposes certain taxes with
respect to (a) the average circulation
outstanding of any bank, association,
corporation, company or person, and (b)
the circulation paid out by every per-
son, firm, association other than na-
tional bank associations, and every corp-
oration, state bank, or state banking as-
sociation. Rules bearing upon the
functioning of the Bureau, the forms
used, etc., in connection with these taxes
are contained in Part 135 of this chapter.

(b) Other rules. Other rules of par-
ticular application to certain of these
taxes are the authorization of the Secre-
tary of the Treasury with respect to the
nonapplicability of the taxes on the
transportation of persons and property
in the case of passenger transportation
furnished to the United States upon a
United States Government transporta-
tion request and property shipped to or
from the Government of the United
States on a United States Government
bill of lading (9 F. R. 4615; and Executive
Orders Nos. 9698, 9751, 9823, 9863, 9887,
and 9911 issued by the President desig-
nating certain international organiza-
tions as being entitled to enjoy the privi-
lege, exemptions, and immunities con-
ferred by the International Organiza-
tions Immunities Act (3 CFR 1946, 1947
Supps.)).

§ 601.57 General procedure-(a) Tax
collection. (1) The tax on charges made
by cabarets, roof gardens, etc., the taxes
on admission charges in excess of the es-
tablished price, the tax on the transpor-
tation of oil by pipe line, the tax on the
first domestic processing of certain
vegetable oils, and the tax on the manu-
facture of sugar, are all collected in
the same manner as are the manufac-
turers' and retailers' sales taxes, as set
forth in § 601.47. The tax on hydrau-
lic mining and the tax on circulation
other than of national banks are collect-
ed in the same manner also, except that
the return of the former tax is filed an-
nually and the latter on the first day of

June and the first day of December of
each calendar year.

(2) The other miscellaneous excise
taxes described in § 601.56 are imposed
on the person making the payment for
the admission, telephone service, trans-
portation, etc., involved and are required
to be collected by the theater, telephone
company, railroad, etc., receiving the
payment. All taxes so collected are held
by the collecting agent in trust for the
United States until paid over to the col-
lector of internal revenue. The collect-
ing agencies are required to file monthly
returns which are due not later than
the last day of the month following the
month for which the return is made
and the tax is payable, without notice
from the collector, at that time. If
the person from whom the tax is re-
quired to be collected refuses to pay it or,
if for any reason it is impossible for the
collecting agency to collect the tax from
such person, the collecting agency is re-
quired to report to the collector of in-
ternal revenue for the district in which
its returns are filed the name and address
of such person, the nature of the service
or facility rendered, the amount paid
therefor, and the date on which paid.
Upon receipt of this information, the
collector will report the item to the
Commissioner of Internal Revenue for
direct assessment.

(b) Rulings. The procedure to be fol-
lowed in procuring a ruling with respect
to any miscellaneous excise tax collected
by assessment is the same as that set
forth in § 601.47 (b) concerning sales
taxes.

§ 601.58 Proposed assessments of ad-
ditional or delinquent tax. Assessment
of additional or delinquent miscellaneous
taxes is made in the same manner as are
assessments of additional or delinquent
sales taxes, as set forth in § 601.48,
except that where the proposed assess-
ment results from the bona fide inability
of a collection agency to collect the tax
from the person legally liable for it, the
Bureau's dealings are then had directly
with such person rather than with the
collecting agency. If the failure of the
collecting agency to collect the tax, how-
ever, was willful, a penalty in the full
amount of the tax not collected may be
imposed upon the collecting agency.
Such a penalty may also be imposed in
case of failure on the part of a collecting
agency to truthfully account for and pay
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over any tax collected, or an attempt in
any manner to evade or defeat the tax.

§ 601.59 Administrative remedies avail-
able to taxpayers after assessment and/or
payment of miscellaneous excise taxes al-
leged to have been erroneously or illegally
assessed or collected. The administra-
tive remedies available to taxpayers in
the case of the miscellaneous excise taxes
collected by assessment are the same as
those available in the case of sales taxes,
as set forth in § 601.49.

§ 601.60 Offers in compromise. The
procedure in the case of offers in com-
promise of liability for miscellaneous
excise taxes collected by assessment is
the same as that set forth in § 601.50,
applicable to sales taxes.

§ 601.61 Provisions special to taxes on
admissions, etc., hydraulic mining, and
the transportation of property-(a) Ad-
missions. Every person (1) required by
any provisions of law to collect any tax
on admissions, or (2) being the owner or
lessee of any place which he ordinarily or
at times leases or subleases to other per-
sons who impose charges for admissions
to It, or (3) required to pay any tax on
charges in excess of established prices, or
(4) required to pay tax on charges for
admission, refreshment, service and
merchandise at any roof garden, cab-
aret, or other similar place furnishing a
public performance for profit, is re-
quired to make application for registry.
The form provided for this purpose is
Form 752, Application for Registry,
which may be obtained from collectors
of Internal revenue. The form should be
prepared in accordance with the instruc-
tions shown thereon and the provisions
of the applicable regulations, Regula-
tions 43 (Part 101 of this chapter), re-
ferred to in § 601.56 (a) (1). The col-
lector, If satisfied that all statements
made in the application for registry are
correct, will issue a certificate of registry
on Form 753 to the person who made the
application. This certificate of registry
must be kept conspicuously posted in the
principal place of business of the regis-
trant, or be carried about with him if he
has no fixed place of business. This cer-
tificate is not transferable from one per-
son or firm to another.

(b) Hydraulic mining. Every person
who desires to engage in hydraulic min-
ing operations in the State of California
within the scope of the act must procure
a license to operate the mine from the

California Debris Commission before be-
ginning operations, in accordance with
the rules and regulations promulgated by
that Commission.

(c) Transportation of property. Every
person engaged in the business of trans-
porting property for hire shall, within
sixty days after first engaging in such
business, register his name and his place
of business with the collector of internal
revenue for the district in which is
located his principal place of business.
The form provided for this purpose Is
Form 800, Application for Registry,
which may be obtained from the collec-
tor. The form should be prepared in
accordance with the Instructions shown
thereon and the provisions of the ap-
plicable regulations, Regulations 113
(Part 143 of this chapter), referred to
in § 601.56 (a) (3). The collector re-
ceiving the application for registry will
issue Certificate of Registry, Form 800A,
which must be posted in the registered
place of business.

§ 601.62 Description of forms. The
forms specially applicable in connection
with the miscellaneous excise taxes col-
lected by assessment covered by this sec-
tion are as follows:

Form 727. Monthly return for use in re-
porting the communications and transporta-
tion taxes, and the tax on the use of safe
deposit boxes. The information required
to be shown on the form includes the month
covered by the return; the character of tax;
the amount of each class of tax due for such
month; the total tax due; any applicable
credits; the name and address of the party
making the return; and the signature and
title of the individual by whom it was
executed. If the amount of tax reported on
the return is more than $10, the return must
be executed under oath. If the amount is
$10 or less, the return may be signed or
acknowledged before two subscribing wit-
nesses.

Form 729. Monthly return for use in re-
porting tax on admissions, dues and initia-
tion fees, and cabaret charges. The informa-
tion required to be shown on the form is the
same as that indicated with respect to Form
727, above.

Form 932. Monthly return for use in re-
porting tax on the first domestic processing or
first use oj coconut oil, palm oil, palm-kernel
oil, or of any combination or mixture con-
taining a substantial quantity of any one or
more of such oils. The information required
to be shown on the form is the same as that
indicated with respect to Form 727, above.

Form 1 (California Debris). Annual return
for use in reporting tax on certain hydraulic
mining in California. The information re-
quired to be shown on the form includes the
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year covered by the return; the name and
address of the mine operator; the name and
address of the mine owner; the name and
location of the mine; the name of the dam
restraining the debris; the date of issue and
the number of license issued by the California
Debris Commission; the dates mining opera-
tion began and ended; the amount of tax
due; an affidavit of the licensed engineer or
other qualified person conducting a survey as
to the cubic yardage mined during the tax-
able year; and the signature and title of the
person executing the return. The return is
required to be executed under oath.

Form I (Sugar). Monthly return for use
in reporting the tax on the manufacture of
sugar into manufactured sugar. The infor-
mation required to be shown on the form,
includes the month covered by the return;
the name and principal office of the taxpayer;
the location of the plant; the raw sugar
account; manufactured sugar account; the
amount of tax due; and the signature and
title of the person executing the return. If
the amount of tax reported on the return is
more than $10, the return must be executed
under oath. If the amount is $10 or less,
the return may be signed or acknowledged
before two subscribing witnesses.

Form 729-A. Information return of bro-
ker's sales of admission tickets. The in-
formation required to be shown on the form
includes the month covered by the return;
the name and address of the broker; the
name and address of the theatre or other
place admissions to which were sold; the
established price of the ticket including tax;
the broker's selling price; whether evening
or matinee performance; the total number
of tickets sold at excess charges; and the
total tax due.

Form 731. Exemption certificate filed by
the officers and employees of a State or ter-
ritory, or political subdivision thereof, or
the District of Columbia, for exemption from
tax on the transportation of persons in con-
nection with travel in performance of official
duties. The Information to be shown on the
return includes the date and place of issue
of ticket; the name of issuing carrier; the
class of transportation (I. e., seat, berth or
stateroom); the places from and to which
transportation is desired; name of the State,
etc., for account of which exemption is au-
thorized; and the signature and title of the
person signing the certificate.

Form 752. Application for Registry to be
filed by every person (1) required by any
provision of law to collect any tax on ad-
missions, or (2) being the owner or lessee
of any place which he ordinarily or at times
leases or subleases to other persons who
impose charges for admissions to it, or (3)
required to pay any tax on charges in excess
of established prices, or (4) required to
pay tax on charges for admission, refresh-
ment, service and merchandise at any roof
garden, cabaret, or other similar place fur-
nishing a public performance for profit.
The information to be shown on the form

includes the name and trade name, if used,
and address of the applicant; the type of
business; the date business was commenced;
the name and address of each person inter-
ested in the business or, if a corporation,
the names, addresses and titles of the offi-
cers; and the signature, under oath, of the
applicant.

Form 754. Notification to collector by
lessor where lessee is responsible for collection
of tax on admissions. This form must be
forwarded to the collector o* internal revenue
for the district where the place covered
therein is located, before or at the time the
lease is made. The information to be shown
on the form includes the name and address
of the lessee; the character of amusement
or entertainment; the place where the amuse-
ment or entertainment will be given; the
date thereof; and the name, registry number,
and address of the lessor.

Form 798. Temporary exemption certifi-
cate filed with carriers by persons claiming
exemption from tax on amounts paid for the
transportation of property which is to be
exported, or shipped to a possession of the
United States. The information to be shown
on the form includes the name and address
of the shipper or consignee who paid the
transportation charges; the name of the car-
rier; the commodity shipped and the weight
thereof; the point of origin of the shipment;
the date shipped from such point; the port
of exportation; the date the transportation
charges were paid; and the amount of such
charges.

Form 799. Certificate of Exportation to be
filed with the Bureau by the shipper or con-
signee who paid transportation charges in
connection with the transportation of prop-
erty which is exported, or shipped to a pos-
session of the United States, upon receipt of
documentary evidence of exportation. The
information required to be shown on this
form is the same as that required to be shown
on Form 798, above.

Form 800. Application for Registry of a
person engaged in the business of transport-
ing property for hire to be filed within sixty
days after first engaging in such business.
The information required to be shown in
this form includes the name and address of
the applicant; the class of transportation
furnished, I. e. rail, motor vehicle, water, or
air; the collector to whom application is
made; and the signature of the applicant.

Form 827. Advance report to collector by
the owner or lessee who operates any theatre,
hall, park, ballroom or other place for a term
not exceeding ten days and collects taxable
admission charges. The information re-
quired to be shown includes the nature of
the entertainment given; by whom given;
the date given; the name of the theatre, etc.;
the address thereof; the number of admis-
sions sold; established price exclusive of tax;
the amount of tax collected; and the signa-
ture and permanent address of the owner-
operator or lessee.
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Form 933. Form of export bond furnished
by processors of vegetable, oils subject to tax
under Chapter 21 of the Internal Revenue
Code with respect to the processing of such
oils for export without payment of tax.

Form 2 (Sugar). Affidavit or certificate of
producer of sugar beets or sugercane to be
filed in support of exemptions claimed by
manufacturers on Form 1 (Sugar) with re-
spect to sugar delivered to such producers.
The information required to be shown on
such form Includes the name and address
of the producer; the name and address of
the sugar manufacturer; the number of
pounds of sugar beets or sugarcane delivered
and the date of delivery; the test of the
sugars received in return; the number of
pounds received and the date of receipt; the
number of persons for whom such sugar Is to
be used; and the signature of the producer.

SUBPART H-ALCOHOL TAX UNIT PROCEDURE

SouRcE: §§ 601.66 to 601.73 appear at 11
F. R. 177A-34, 14263, as amended at 13 F. R.
2427, 4124. Redesignation noted at 14 F. R.
5201.

§ 601.66 General-(a) Taxes on liq-
uors. Chapter 26, subchapters A, B, C,
and D, of the Internal Revenue Code im-
poses taxes on distilled spirits (including
alcohol), wine (including champagne and
vermouth, and cordials and liqueurs
made with fortified wine), and fermented
malt liquors. Additional taxes are im-
posed when distilled spirits and wines are
rectified by blending, compounding, etc.
Chapter 27, subchapter A, of the Inter-
nal Revenue Code imposes taxes on stills,
worms, and condensers used to manu-
facture spirits and occupational taxes are
imposed upon still manufacturers, brew-
ers, rectifiers, dealers in liquors, and
manufacturers of nonbeverage products
as prerequisite for drawback under sec-
tion 3250 (1), Internal Revenue Code.

(b) Licensing. Distillers, winemakers,
brewers, warehousemen. rectifiers, bot-
tlers, liquor bottle manufacturers, users
and transporters of tax-free and spe-
cially denatured alcohol, and wholesalers
and importers of liquors, are required to
qualify with the Bureau, usually by filing
notice or application and bond with, and
procuring permit from, the District Su-
pervisor of the Alcohol Tax Unit of the
district in which operations are to be
conducted. Detailed information re-
specting such qualification, including the
forms to be used and the procedure to
be followed, is contained in the respec-
tive regulations described in paragraph
(c) of this section.

(c) Previously published rules. The
procedural requirements with respect to
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matters within the Jurisdiction of the
Alcohol Tax Unit are published in the
regulations cited below. These regula-
tions contain full information as to the
general course and method by which the
functions of the Alcohol Tax Unit are
channeled and determined, including
the nature and requirements of formal
and informal procedures, the forms and
other documents required and the con-
tents of applications, notices, registra-
tions, permits, bonds, and other docu-
ments. Copies of prescribed forms may
be obtained from the offices of district
supervisors, excepting Forms 45, 52-A,
'52-B, 52-C, 52-D, 52-E, 122, 230, 237,
and 338 and Records 52 and 64, which
may be purchased from the Superin-
tendent of Documents, Washington 25,
D. C., or from commercial printers, who
may procure specimen copies of the
forms from district supervisors. The
following is a brief description of the
several regulations:

(1) Treasury Order No. 30, (Part 171
of this chapter), Miscellaneous Reg-
ulations Related to Liquor. These reg-
ulations prescribe the duties of the
Alcohol Tax Unit, and contain dele-
gations of authority to the Unit and
its officers, and deal with other mis-
cellaneous matters, including basic per-
mit procedure and violations under the
Federal Alcohol Administration Act, re-
mission or mitigation of forfeitures,
seizures in connection with contraband
firearms, floor stocks taxes on liquors;
and production, redistillation, with-
drawal, transportation, etc., of high
proof spirits and denatured alcohol dur-
ing the unlimited national emergency
proclaimed by the President on May 27,
1941, not contained in the regulations
cited below.

(2) Gauging Manual (Part 186 of this
chapter). This manual contains the pro-
cedural and substantive requirements
relative to the gauging of spirits, includ-
ing alcohol, the marking and stamping of
packages, allowances for losses, compu-
tation of tax, etc.

(3) Regulations 3 and appendix (Part
182 of this chapter), Industrial Alco-
hol. These regulations contain the pro-
cedural and substantive requirements
relative to the production, disposition,
and use of industrial alcohol, Including
denatured alcohol. The regulations cover
the establishment and operation of in-
dustrial alcohol plants, bonded ware-
houses, and denaturing plants, the tax
payment, transfer, exportation, and de-
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naturation of alcohol, formulas for de-
naturation, the use of alcohol free of tax,
the sale and use of denatured alcohol,
the transportation of tax-free and spe-
cially denatured alcohol, the packaging,
labeling, and sale of articles containing
denatured alcohol, and the bringing into
this country of alcohol and articles con-
taining alcohol from abroad. The regu-
lations also cover the issuance and revo-
cation of permits covering the production
of alcohol and denatured alcohol and
the transportation and use of tax-free
and specially denatured alcohol.

(4) Regulations 4 (Part 183 of this
chapter), Production of Distilled Spirits.
These regulations contain the pro-
cedural and substantive requirements
relative to the production of distilled
spirits, other than brandy and alcohol,
and the removal of such spirits from the
distillery. The regulations cover the es-
tablishment and operation of distilleries,
Including the location, construction,
equipment, and qualifying documents for
such distilleries.

(5) Regulations 5 (Part 184 of this
chapter), Production of Brandy. These
regulations contain the procedural
and substantive requirements relative to
the production of brandy and its re-
moval from the distillery. The regula-
tions cover the establishment and opera-
tion of fruit brandy distilleries, including
the location, construction, equipment,
and qualifying documents for such dis-
tilleries.

(6) Regulations 6 (Part 188 of this
chapter), Bottling of Distilled Spirits in
Bond. These regulations contain the
procedural and substantive requirements
relative to the bottling of distilled spirits
in bond at internal revenue bonded
warehouses, including the establishment,
use, construction, equipment of, and
qualifying documents for, the bottling in
bond premises, and the stamping and
marking of bottles and cases.

(7) Regulations 7 (Part 178 of this
chapter), Wine. These regulations con-
tain the procedural and substantive re-
quirements relative to the production
and removal of wine, including vermouth
or other aperitif wine, and champagne,
from the winery. The regulations cover
the establishment and operation of
bonded wineries, storerooms, and field
warehouses for the production, cellar
treatment, and storage of wines, includ-
ing amelioration, blending, fortification,
and other cellar treatment, tax payment,
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exportation, and use for distilling mate-
rial and manufacture of vinegar.

(8) Regulations 10 (Part 185 of this
chapter), Warehousing of Distilled
Spirits. These regulations contain the
procedural and substantive requirements
relative to the warehousing of distilled
spirits, other than alcohol, and the
withdrawal of such spirits from ware-
house. The regulations cover the estab-
lishment and operation of internal reve-
nue bonded warehouses, including the
location, construction, equipment of, and
qualifying documents for, such ware-
houses, the blending of beverage bran-
dies, and the withdrawal of distilled
spirits from the warehouses upon tax-
payment, or for exportation, fortification
of wine, denaturation (rum), use of
United States, or transfer to other
bonded warehouses.

(9) Regulations 11 (Part 189 of this
chapter), Bottling of Tax-Paid Distilled
Spirits. These regulations contain the
procedural and substantive requirements
relative to the bottling of tax-paid dis-
tilled spirits after withdrawal from bond,
including the establishment, location,
use, construction, equipment, and quali-
fying documents for tax-paid bottling
houses, and the stamping and marking
of bottles and cases.

(10) Regulations 13 (Part 175 of this
chapter), Traffic in Containers of Dis-
tilled Spirits. These regulations contain
the procedural and substantive require-
ments relative to the manufacture, sale,
and use for packaging distilled spirits for
sale at retail of containers of one-half
pint capacity or greater, including the
issuance and revocation of permits for
the manufacture of such containers, and
the marking, possession, importation,
and exportation thereof.

(11) Regulations 15 (Part 190 of this
chapter), Rectification of Spirits and
Wines. These regulations contain the
procedural and substantive requirements
relative to the rectification of spirits and
wines, including the location, use, con-
struction, equipment, and qualifying
documents of rectifying plants, the pay-
ment of rectification tax, and the bot-
tling, stamping, and marking of con-
tainers.

(12) Regulations 16 (Part 187 of this
chapter), Denaturation of Rum. These
regulations contain the procedural and
substantive requirements relative to the
denaturation of rum and its withdrawal
from the denaturing bonded warehouse.
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The regulations cover the establishment
and operation of denaturing bonded
warehouses, including the location, con-
struction, equipment, and qualifying doc-
uments for such warehouses, and the ex-
portation of denatured rum.

(13) Regulations 17 (Part 173 of this
chapter), Disposition of Substances Used
in the Manufacture of Distilled Spirits.
These regulations contain the procedural
and substantive requirements relative to
the disposition of substances used in the
manufacture of distilled spirits.

(14) Regulations 18 (Part 192 of this
chapter), Fermented Malt Liquor.
These regulations contain the procedural
and substantive requirements relative to
the manufacture and tax payment of fer-
mented malt liquor, including the manu-
facture of cereal beverages, and the lo-
cation, use, construction, equipment, and
qualifying documents for breweries and
bottling houses, the exportation of fer-
mented malt liquor, and the filing of
claims for refund of tax on beer spoiled
or lost in bottling house after payment of
tax.

(15) Regulations 19 (Part 195 of this
chapter), Production of Vinegar by the
Vaporizing Process. These regulations
contain the procedural and substantive
requirements relative to the production
of vinegar by the vaporizing process (fer-
mentation and distillation of alcoholic
liquid) including the location, use, con-
struction, equipment, process used, and
records of vinegar plants using such
process.

(16) Regulations 20 (Part 194 of this
chapter), Wholesale and Retail Deal-
ers in Liquors. These regulations con-
tain the procedural and substantive re-
quirements, relative to the payment of
occupational taxes, maintenance of rec-
ords, destruction of stamps and marks
on containers, and packaging of alcohol
for industrial purposes.

(17) Regulations 21 (Part 191 of this
chapter), Importation of Distilled Spirits
and Wines. These regulations con-
tain the procedural and substantive re-
quirements relative to the importation
into this country of distilled spirits and
wines, and perfumes containing distilled
spirits, from foreign countries, the taxes
levied thereon and the stamping of con-
tainers (bottles) of distilled spirits.

(18) Regulations 23 (Part 181 of this
chapter), Stills and Distilling Appa-
ratus. These regulations contain the
procedural and substantive requirements
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relative to the manufacture, tax-pay-
ment, removal, use, and registration of
stills and worms or condensers, and the
exportation of stills with benefit of draw-
back of internal revenue tax and the ex-
portation free of tax of distilling appara-
tus not intended for use in distilling
spirits.

(19) Regulations 24 (Part 180 of this
chapter), Articles from Puerto Rico and
Virgin Islands. These regulations con-
tain the procedural and substantive re-
quirements relative to the collection of
internal revenue taxes on alcoholic prod-
ucts coming into the United States from
Puerto Rico and the Virgin Islands, in-
cluding procedure in those countries in
connection with shipment of the prod-
ucts to the continental United States,
the submission of formulas, and the
stamping and marking of containers.
(The application of the provisions in
these regulations relative to the Philip-
pine Islands has been modified by the
recent independence of the Islands.)

(20) Regulations 28 (Part 176 of this
chapter), Drawback of Internal-Revenue
Tax on Distilled Spirits and Wines.
These regulations contain the procedural
and substantive requirements relative to
the allowance of drawback of internal
revenue tax on (i) domestic alcohol used
in the manufacture or production of
flavoring extracts, and medicinal or toi-
let preparations (including perfumery),
upon the exportation of such products,
(ii) distilled spirits and wines bottled or
packaged especially for export, upon the
exportation thereof, and (iii) distilled
spirits exported in distillers' original
packages containing not less than 20
wine gallons each.

(21) Regulations 29 (Part 197 of this
chapter), Drawback of Tax on Distilled
Spirits Used in the Manufacture of
Nonbeverage Products. These regula-
tions contain the procedural and sub-
stantive requirements relative to the
allowance, of drawback of internal
revenue tax on tax-paid domestic dis-
tilled spirits used In the manufacture or
production of medicine, medicinal prep-
arations, food products, flavors, or flavor-
ing extracts which are unfit for beverage
purposes, Including payment of occupa-
tional tax, maintenance of records, and
filing of claims for drawback.

(22) Regulations 92 (Part 174 of this
chapter), Disposition of Denatured Alco-
hol, Denatured Rum, and Substances or
Preparations Containing Denatured Al-
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cohol or Denatured Rum. These regula-
tions contain the procedural and sub-
stantive requirements relative to keeping
of records and making returns covering
the disposition, by sale or otherwise, of
denatured alcohol, denatured rum, and
substances or preparations containing
denatured alcohol or denatured rum.

(23) Treasury Decision 4961, as
amended by Treasury Decisions 5066, and
5067 (Part 171 and Part 468 of this
chapter), Regulations relating to sei-
zures of vessels, vehicles, and aircraft
in connection with contraband fire-
arms covered by section 1 (b) (2), act of
August 9, 1939, 53 Stat. 1291, 49 U. S. C.
1281. These regulations contain the
procedural and substantive requirements
relative to the seizure of vessels, vehicles,
and aircraft in connection with contra-
band firearms, including forfeitures of
such conveyances or firearms, the filing
of claims therefor and petitions for re-
mission or mitigation of forfeiture, and
awards for seizures or furnishing infor-
mation leading to forfeiture by persons
not officers of the United States.

(24) Regulations No. 1 (27 CFR Part
1) (Part 171 of this chapter), Basic
Permits: Issuance and Proceedings to
Rescind or Suspend, issued under the
Federal Alcohol Administration Act, as
amended. These regulations contain
the procedural and substantive require-
ments relative to procuring basic per-
mits by importers, producers, rectifiers,
blenders, bottlers, warehousemen, and
wholesalers of distilled spirits, wines,
or malt beverages, including issuance,
revocation, suspension, and annulment
proceedings.

NoTr: The procedure prescribed by Regu-
lations 3 (Part 182 of this chapter) for the is-
suance, amendment, denial, and revocation
of industrial alcohol permits has been ex-
tended, so far as applicable (§ 171.4d of this
chapter), to the issuance, amendment, de-
nial, revocation, suspension, and annulment
of permits under the Federal Alcohol Ad-
ministration Act.

(25) Regulations No. 2 (27 CFR Part
2), Non-Industrial Use of Distilled Spirits
and Wine, issued under the Federal Alco-
hol Administration Act, as amended.
These regulations contain the substan-
tive requirements relative to the non-
industrial use of distilled spirits and wine
under the Federal Alcohol Administra-
tion Act, including distilled spirits in
containers of a capacity of one gallon or
less. No procedural requirements are
prescribed.

(26) Regulations No. 3 (27 CFR Part
3), Bulk Sales and Bottling of Distilled
Spirits, issued under the Federal Alcohol
Administration Act, as amended. These
regulations contain the substantive re-
quirements relative to bulk sales and bot-
tling of distilled spirits under the Federal
Alcohol Administration Act, including
the terms of warehouse receipts for dis-
tilled spirits in bulk. No procedural re-
quirements are prescribed.

(27) Regulations No. 4 (27 CFR Part
4), Labeling and Advertising of Wine,
issued under the Federal Alcohol Ad-
ministration Act, as amended. These
regulations contain the procedural
and substantive requirements relative to
the labeling and advertising of wine
under the Federal Alcohol Administra-
tion Act, Including standards of identity
for wine, standards of fill for containers
of wine, and the issuance of certificates
of label approval and certificates of ex-
emption from label approval.

(28) Regulations No. 5 (27 CFR Part
5), Labeling and Advertising of Dis-
tilled Spirits, issued under the Fed-
eral Alcohol Administration Act, as
amended. These regulations contain the
procedural and substantive requirements
relative to the labeling and advertising of
distilled spirits, including standards of
identity for distilled spirits, standards of
fill for bottled distilled spirits, and the
issuance of certificates of label approval
and certificates of exemption from label
approval.

(29) Regulations No. 6 (27 CFR Part
6), Inducements Furnished to Retailers,
issued under the Federal Alcohol Admin-
istration Act, as amended. These regula-
tions contain the substantive require-
ments relative to the furnishing of
equipment, fixtures, signs, supplies,
money, services, or other things of value
to retailers of distilled spirits, wine, and
malt beverages, by other members of the
liquor industry (principally venders), in-
cluding the furnishing of samples and
advertising cuts. No procedural re-
quirements are prescribed.

(30) Regulations No. 7 (27 CFR Part
7), Labeling and Advertising of Malt
Beverages, issued under the Federal
Alcohol Administration Act, as amended.
These regulations contain the pro-
cedural and substantive requirements
relative to the labeling and advertising
of malt beverages, including the with-
drawal of imported malt beverages from
customs custody and the issuance of cer-
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tificates of label approval and release for
imported malt beverages, and certificates
of approval of labels for malt beverages
domestically bottled or packed.

(31) Regulations No. 8 (27 CFR Part
8), Credit Period to be Extended to
Retailers of Alcoholic Beverages, issued
under the Federal Alcohol Administra-
tion Act, as amended. These regulations
contain the substantive requirements
relative to the credit period which may
be extended to retailers of alcoholic bev-
erages under the Federal Alcohol Ad-
ministration Act. No procedural re-
quirements are prescribed.

§ 601.67 Procedure-(a) Collection of
tax. Taxes on liquors are paid princi-
pally by stamp. The stamps are pur-
chased from the collector of internal
revenue of the district and are attached
to the containers of the liquors. In some
cases the collector certifies to the pay-
ment of the tax or issues certificates of
tax-payment in lieu of stamps. Such
certifications are presented to the Gov-
ernment officer or are attached to the
containers of the liquors. When the tax
on liquors is not paid in the pre-
scribed time and manner, the unpaid
taxes are assessed against the tax-
payer. Special tax stamps are issued
to denote the payment of occupational
taxes by liquor dealers and others. Such
stamps are required to be posted in the
taxpayer's place of business as evidence
of tax payment. Detailed information
respecting the payment of taxes on
liquors and the payment of occupational
taxes by still manufacturers, brewers,
rectifiers, dealers in liquors, and manu-
facturers of nonbeverage products as
prerequisite for drawback under section
3250 (1), Internal Revenue Code, includ-
ing the forms to be used and the pro-
cedure to be followed, is contained in the
respective regulations described in
§ 601.66 (c).

(b) Claims for remission. When the
taxpayer claims that liquors on which
tax has not been paid have been lost, and
the tax thereon may be remitted, he may
file claim for remission, setting out all the
facts surrounding the loss, with the dis-
trict supervisor of the Alcohol Tax Unit
of the district. Upon receipt of the
claim, the district supervisor makes a
factual determination and forwards the
claim to the Commissioner for considera-
tion. The Deputy Commissioner of the
Alcohol Tax Unit notifies the district
supervisor of the allowance or rejection

of the claim, and he in turn notifies the
taxpayer. If the claim is rejected, the
tax is assessed, and the collector of in-
ternal revenue issues to the taxpayer a
notice and demand for payment of the
tax.

(c) Claims for abatement. When the
tax Is assessed and the taxpayer thinks
that the tax is not due under the law,
he may file a claim in abatement of the
tax on Form 843 with the collector of
internal revenue of the district. Forms
843 may be procured from such collec-
tor. The collector forwards the claim to
the Commissioner for consideration, and
the collector may call upon the taxpayer
to file a bond in double the amount of
the tax in order to insure collection of
the tax if the claim is rejected. When
the claim is acted upon, both the tax-
payer and the collector are notified of
the allowance or rejection of the claim.
If the claim is :rejected, the collector
again makes demand on the taxpayer for
payment of the tax. See § 601.4 (a).

(d) Claims for refund. The taxpayer
may, after payment of the tax, file a
claim for refund on Form 843 with the
collector of internal revenue to whom the
tax is paid. Such claim must be filed
within four years after the date of pay-
ment of the tax. The collector forwards
the claim to the Commissioner for con-
sideration. If the claim is rejected, the
taxpayer is notified of the rejection by
registered mail, and he may then bring
suit in the United States District Court
or the Court of Claims for recovery of the
tax. Such suits must be fied within two
years from the date of the rejection no-
tice. If the claim is allowed, an appro-
priate notice of allowance with a check
for the amount of the refund and allow-
able interest is forwarded to the collec-
tor of internal revenue. The collector
forwards the check to the taxpayer, un-
less he finds that there are other unpaid
taxes outstanding against the taxpayer,
in which event, delivery of the refund
check to the taxpayer is held in abey-
ance pending payment of the unpaid
taxes. See § 601.4 (a).

(e) Tort claims. Claims for property
loss or damage, personal injury or death
caused by the negligent or wrongful act
or omission of any Bureau employee,
acting within the scope of his office or
employment, filed under the Federal Tort
Claims Act, must be prepared and filed
in accordance with Treasury Department
regulations (31 CFR Parts 1 and 3)
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entitled respectively "Central Office
Procedures" and "Claims Regulations."
The regulations In this part contain
the procedural and substantive re-
quirements relative to such claims, and
set forth the manner in which they are
handled. The claims should be filed with
the district supervisor of the district in
which the accident or incident occurred,
and must be filed within one year there-
after.

(f) Application for approval of inter-
locking directors and officers under sec-
tion 8 of the Federal Alcohol Adminis-
tration Act. Any person who is an offi-
cer or director of a corporation now en-
gaged in business as a distiller, rectifier
or blender of distilled spirits, or of an
affiliate thereof, who desires to take office
in other companies similarly engaged,
must obtain permission to do so from
the Deputy Commissioner of Internal
Revenue in charge of the Alcohol Tax
Unit. Applications for such permission
to take office shall be prepared and filed
in accordance with AT Circular 956,
copies of which have been furnished to
distillers, rectifiers, and blenders of dis-
tilled spirits, and additional copies of
which may be procured from district
supervisors or the Deputy Commissioner
in charge of the Alcohol Tax Unit.

§ 601.68 Offers in compromise. The
statutes provide forfeitures and penal-
ties for violation of the statutory re-
quirements relative to liquors, and au-
thorize the Commissioner, with the ap-
proval of the Secretary of the Treasury,
to ccmpromise such liabilities. The
Commissioner is also authorized to com-
promise tax liabilities where there is
substantial doubt as to the taxpayer's
liability or his ability to pay the tax.
Persons desiring to submit offers in com-
promise of such liabilities, in order to
avoid forfeiture or prosecution proceed-
ings, and taxpayers who disclaim liability
for taxes assessed, or claim inability to
pay the taxes in full, may submit offers
in compromise on Form 656 to the collec-
tor of internal revenue, or to a deputy
collector, of the district. Form 656-C
is used when the offer is payable in in-
stallments. Such offers are forwarded
by the collector to the district super-
visor or the Commissioner for consid-
eration. When the offer is acted upon,
the collector and the district super-
visor -are notified of the acceptance or
rejection of the offer, and the district
supervisor in turn notifies the proponent.

If the offer Is rejected, the sum submit-
ted to the collector is returned to the
proponent and forfeiture, prosecution, or
collection proceedings are resumed. If
the offer is accepted, the taxpayer is
notified and the case is closed. Accept-
ance of an offer in compromise of civil
liabilities does not remit criminal lia-
bilities, nor does acceptance of an offer
in compromise of criminal liabilities re-
mit civil liabilities. See § 601.4 (c).

§ 601.69 Additional claims procedure.
(a) Claims for remission of tax on alco-
hol lost at industrial alcohol plants,
bonded warehouses, and denaturing
plants, and for losses of tax-free and
specially denatured alcohol at denatur-
ing plants and at dealers and users'
premises, must be prepared and filed in
accordance with Regulations 3, (Part 182
of this chapter). See § 601.66 (c).
These regulations contain full informa-
tion in respect to the procedure in the
verification and examination of such
claims.

(b) Claims for remission of tax on
distilled spirits lost at distilleries must
be prepared and filed in accordance with
Regulations 4 and 5 (Parts 183, 184 of
this chapter) (see § 601.66 (c)), which
contain complete information respecting
the procedure followed in verifying and
examining such claims.

(c) Claims for redemption or refund of
bottled-in-bond stamps must be pre-
pared and filed in accordance with Reg-
ulations 6 (Part 188 of this chapter)
(see § 601.66 (c)), which contain full in-
formation in respect thereto. Such
claims must be for an amount of $5.00
or more and must be filed within two
years after the date of purchase of the
stamps. The stamps for which redemp-
tion is claimed must be surrendered
with the claim, or proof of destruction
must be submitted.

(d) Claims for remission of tax on
wines lost at wineries and bonded store-
rooms and for the redemption of wine
stamps must be fied in accordance with
Regulations 7 (Part 178 of this chapter).
See § 601.66 (c). These regulations con-
tain the procedure respecting such
claims.

(e) Claims for losses of spirits at
bonded warehouses, other than by leak-
age and evaporation, and for losses of
spirits withdrawn free of tax for expor-
tation, etc., must be prepared and filed
in accordance with Regulations 10 (Part
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185 of this chapter). See § 601.66 (c).
These regulations contain full informa-
tion relative to the investigation and
consideration of such claims.

(f) Claims for redemption of red strip
stamps for bottles of tax-paid spirits
must be prepared and filed in accordance
with Regulations 11 (Part 189 of this
chapter). See § 601.66 (c). Such claims
must be filed with the collector of in-
ternal revenue within two years from
the date the stamps were purchased, and
the stamps must be surrendered with the
claim or proof of destruction must be
submitted. Regulations 11 contain the
procedure respecting the filing and han-
dling of such claims. Procedure re-
specting the exchange or refund of such
stamps purchased by rectifiers is con-
tained in Regulations 15 (Part 190 of this
chapter). See § 601.66 (c).

(g) Claims for losses of rum and spe-
cially denatured rum at denaturing
bonded warehouses and in transit after
removal from the warehouse must be
prepared and filed In accordance with
Regulations 16 (Part 187 of this chapter)
(see § 601.66 (c)), which set out the pro-
cedure followed in the handling and
consideration of such claims.

(h) Claims for refund of tax paid on
spoiled beer destroyed in the brewery
bottling house must be prepared and
filed in accordance with Regulations 18
(Part 192 of this chapter). See § 601.66
(c). Such claims must be filed within
ninety days after the destruction of the
beer or Its return to the brewery for re-
conditioning.

(I) Claims for remission of tax on low
wines (distilled spirits) lost at vinegar
plants producing vinegar by the vapor-
izing process must be prepared and filed
in accordance with Regulations 19 (Part
195 of this chapter) (see § 601.66 (c)),
which regulations set forth the procedure
In the handling of such claims.

(j) Claims for abatement or refund of
occupational taxes and penalties errone-
ously assessed or collected, and claims for
redemption of special tax stamps for
occupational taxes, must be prepared and
filed in accordance with Regulations
20 (Part 194 of this chapter). See
§ 601.66 (c). When claim for redemp-
tion of a special tax stamp is filed, the
stamp must be surrendered with the
claim and the claim must be submitted
within four years from the date of pay-
ment of the tax.

(k) Claims for drawback of tax paid
on stills manufactured for export and
actually exported must be prepared and
filed in accordance with Regulations 23
(Part 181 of this chapter) (see § 601.66
(c) ), which regulations set forth the pro-
cedure to be followed and the forms to be
used.

(1) Claims for drawback of taxes paid
on (1) domestic alcohol used In the man-
ufacture of flavoring extracts, medicinal
Or toilet preparations which are ex-
ported, (2) distilled spirits and wines
bottled especially for export and actually
exported, and (3) distilled spirits ex-
ported In distillers' original packages,
must be prepared and filed in accordance
with Regulations 28 (Part 176 of this
chapter). See § 601.66 (c). These reg-
ulations contain full information in re-
spect to the procedure to be followed,
the forms to be used, the time within
which the claims -must be filed, and the
supporting documents which must be
submitted with the claims.

(m) Claims for drawback of tax on do-
mestic distilled spirits used in the manu-
facture or production of medicine, medic-
inal preparations, food products, flavors,
Or flavoring extracts, which are unfit for
beverage purposes, must be prepared and
filed in accordance with Regulations 29
(Part 197 of this chapter). See § 601.66
(c). Such claims must be filed within
the three months next succeeding the
quarter In which the spirits are used.
Regulations 29 contain full information
respecting the preparation of such
claims, the supporting documents to be
filed therewith, the verification of the
claims by the district supervisor, and the
action on the claims by the Commis-
sioner.

§ 601.70 Rulings. Any person who Is
In doubt as to any matter arising in con-
nection with his operations or transac-
tions with respect to liquors may secure
a ruling thereon by addressing a letter
to the Deputy Commissioner, Alcohol Tax
Unit, Bureau of Internal Revenue, Wash-
ington 25, D. C., or to the district super-
visor of the district In which his busi-
ness is located. Requests for such rul-
ings may also be made by telegraph or
telephone, or In person, at the offices of
these officials.

§ 601.71 Conferences. Any person
desiring a conference in the office of the
district supervisor of his district or of the
Deputy Commissioner, Alcohol Tax Unit,
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in Washington, relative to any matter
arising in connection with his operations
will be accorded such a conference upon
request. No formal requirements are
prescribed for such conference.

§ 601.72 Attorneys and agents. At-
torneys and agents representing tax-
payers before the Bureau, in the office of
the Deputy Commissioner in charge of
the Alcohol Tax Unit, or in the offices of
district supervisors or investigators in
charge, must be enrolled to practice be-
fore the Treasury Department and be
authorized by power of attorney, filed
with the Bureau, to represent the tax-
payer in the matter under discussion.

§ 601.73 Forms. For forms to be
used, see § 601.66 (c).

SUBPART I-TOBACCO TAXES
SOURCE: H§ 601.81 to 601.88 appear at 11

F. R. 177A-34, 14263, as amended at 13 F. R.
4121, 7710. Redeslgnation noted at 14
F. R. 5201.

§ 601.81 Introductory-(a) Imposi-
tion o1 tax. Chapter 15, subchapter A,
of the Internal Revenue Code imposes
certain taxes on cigars, cigarettes, to-
bacco, and snuff manufactured in or im-
ported into the United States, and upon
cigarette papers and cigarette tubes sold
by the manufacturer or importer.

(b) Rules. Rules bearing upon the
function of the Bureau, the forms used,
etc., In connection with these taxes are
contained in the following regulations:

(1) Regulations 8, relating generally
to the taxes on tobacco, snuff, cigars and
cigarettes, cigarette papers and tubes,
and to the purchase and sale of leaf
tobacco (Part 140 of this chapter).

(2) Regulations 34, relating in part
to the withdrawal of tobacco, snuff,
cigars and cigarettes from factories, free
of tax, for use of the United States (Part
450 of this chapter).

(3) Regulations 73, relating in part
to the exportation of tobacco products
without payment of tax, to shipments of
such products to possessions of the
United States, and to drawback of tax
paid on tobacco products exported to
foreign countries or shipped to posses-
sions of the United States (Part 451 of
this chapter).

(4) Regulations 76, relating to ship-
ment or delivery of manufactured tobac-
co, snuff, cigars, or cigarettes for use as

sea stores without payment of tax (Part
141 of this chapter).

§ 601.82 Special registration and
bonding requirements. (a) On com-
mencing business and thereafter on the
first day of July of each year, every
dealer in leaf tobacco, manufacturer of
tobacco, snuff, cigars, or cigarettes, and
peddler of tobacco must register with the
collector of the district his name or style,
place of residence, and place where the
business is carried on. The form pre-
scribed for registration is Form 277,
copies of which may be obtained from
collectors of internal revenue. Every
person required to so register must, at
the time of commencing business, exe-
cute a bond, in duplicate, on the pre-
scribed form and in such amount as is
required by Regulations 8 (Part 140 of
this chapter), referred to in § 601.81 (b)
(1). When the application for registra-
tion and the bond are received and ap-
proved by the collector, the collector will
issue to the person named In the applica-
tion a certificate of registry. This cer-
tificate of registry must be posted in ac-
cordance with the requirements of Reg-
ulations 8.

(b) Proprietors of internal revenue
tobacco sea stores and export warehouses
are also required to furnish bonds to the
collectors of their districts to cover the
operation of such warehouses and to pro-
tect the Government with respect to any
liability incurred in connection with un-
stamped (non-tax-paid) tobacco prod-
ucts received in such warehouses for tem-
porary storage and subsequent with-
drawal for purposes of export to foreign
countries and shipment to possessions of
the United States and for delivery to
vessels for use as sea stores on the high
seas beyond the jurisdiction of the in-
ternal revenue laws of the United
States.

§ 601.83 Tax collection. (a) The
taxes on cigars, cigarettes, tobacco, and
snuff are paid by stamps affixed to the
box or package, and are due upon with-
drawal of domestic products from the
factory and withdrawal of imported
products from customs custody, or upon
sale prior to withdrawal. Information
returns are required to be filed with the
collector of internal revenue of the dis-
trict in which the taxpayer is located, on
or before the 10th day of the month fol-
lowing the month in which domestic
products are withdrawn from the fac-
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tory. Such returns show the quantities
of tobacco, tobacco products, leaf to-
bacco, and internal revenue tobacco
stamps handled. In addition to the
monthly information returns, each man-
ufacturer and leaf tobacco leader is re-
quired to prepare on the prescribed form
and submit to the collector a true in-
ventory of the materials on hand, fin-
ished and unfinished, at commencement
of business, on January 1 of each year,
and at the time of discontinuing busi-
ness. The collector, after abstracting
for his record the information contained
on the returns and the inventories, for-
wards them to Washington, D. C., for
examination and audit.

(b) The taxes on cigarette papers and
tubes, unlike the taxes on tobacco and
tobacco products (see § 601.81 (a)), are
sales taxes payable by the manufac-
turer or importer upon sale to any
person, other than to a manufacturer of
cigarettes for use by him in the manu-
facture of cigarettes. The tax due on
sales by manufacturers of cigarette pa-
pers is payable on the basis of monthly
returns filed on Form 734 on or before
the 10th day of the month following that
in which the sales occur, while the tax
on sales by manufacturers of cigarette
tubes is payable by stamp affixed at the
time of sale to each package of cigarette
tubes. Form 734 is also filed by manu-
facturers of tubes as an information re-
turn disclosing all sales during the pre-
ceding month. With respect to cigarette
papers imported into the United States,
importers are required to file a return on
Form 735, covering each importation, ac-
companied by remittance of the amount
nf the tax. This form is also submitted
as an information return covering each
importation of cigarette tubes, showing
the number of packages of tubes im-
ported and the value of stamps affixed to
the packages.

(c) Detailed information as to the
return forms, and all other forms, pre-
scribed for use in connection with to-
bacco taxes are contained in the regu-
lations referred to in § 601.81 (b).
Copies of these regulations, together with
copies of all necessary forms and in-
structions as to their preparation and
filing, may be obtained from the office
of the collector of internal revenue for
the district in which the taxpayer is
located.

§ 601.84 Rulings. The procedure to
be followed in securing a ruling on any
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question arising in connection with the
tobacco taxes is the same as that set
forth in § 601.47 (b).

§ 601.85 Proposed assessments of ad-
ditional or delinquent taxes. When ad-
ditional or delinquent tobacco tax liabil-
ity is discovered, the procedure followed
Is the same as that applicable in the
case of sales taxes. (See § 601.48.)'

§ 601.86 Administrative r e m e di e s
available to taxpayers after the purchase
of tobacco tax stamps or after assess-
ment or payment of tobacco taxes-(a)
Redemption of stamps. Tobacco tax
stamps which have been spoiled, de-
stroyed, or rendered useless or unflit for
the purpose intended, or for which the
owner may have no use, or which through
mistake may have been improperly or
unnecessarily used, or have been used
in excess of the amount of tax actually
due, or affixed to tobacco products with-
drawn from the market, may be re-
deemed by the owner upon proper claim
filed with the collector. Such claims
must be prepared on Form 843 in accord-
ance with the instructions shown on the
form and in Regulations 8 (Part 140 of
this chapter), referred to in § 601.81 (b)
(1). Copies of Form 843 are obtainable
from offices of collectors of internal reve-
nue.

(b) Drawback claims. Section 2136
of the Internal Revenue Code permits
the filing by exporters of claims for
drawback of internal revenue taxes paid
by stamp on tobacco, snuff, cigars and
cigarettes which are exported. The
form used for this purpose is Form 901,
copies of which are obtainable from col-
lectors' offices. As a condition precedent
to the allowance of any such drawback
claim, the exporter is required to file a
bond in a penal sum double the amount
for which the claim is made conditioned
that he will furnish satisfactory evidence
that the tobacco products have been
landed at a port outside the jurisdiction
of the United Stat.s, or that the ship-
ment was lost at sea, and has not been
relanded within the limits of the United
States.

(c) Claims for abatement or refund.
(1) Where a tobacco stamp tax is not
paid by stamp but the amount thereof Is

I Unlike the sales taxes, however, the no-
tice of the proposed additional assessment
forwarded to the taxpayer in the case of the
tobacco taxes is required by specific statu-
tory provision. (See sections 2002 (b) (1)
and 2060 of the Internal Revenue Code.)
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assessed, the person against whom the
assessment is made may file a claim for
abatement of the tax or a claim for re-
fund for any part of the assessment
which has been paid. In either case, the
procedure to be followed by the claimant
is the same as that set forth in the case'
of claims for abatement or refund of
sales taxes, as described in § 601.49. All
claims for refund of tobacco taxes paid
pursuant to an assessment must be filed
within four years after payment of the
tax.

(2) Detailed Instructions as to the re-
quirements necessary to be complied with
in connection with the filing of claims
for redemption, drawback, and refund
are fully set forth in the regulations re-
ferred to in § 601.81 (b).

§ 601.87 Offers in compromise. The
procedure in the case of offers in com-
promise of liability for tobacco taxes is
the same as that set forth in § 601.50, ap-
plicable to sales taxes.

§ 601.88 F o r m s-(a) Description.
The forms prescribed and furnished by
the Bureau for use in connection with
tobacco taxes are as follows:

Form 33. Affidavit of Individual Surety on
Bond. Personal sureties on bonds (for
which there must be two) must qualify by
executing affidavit on this form, in triplicate.

Form 36. Tobacco and Snuff Manufac-
turer's Statement. Rendered in duplicate
to collector by manufacturer before com-
mencing business and in case of removal or
change in bonded premises of factory, show-
ing complete description of premises and
equipment to be used.

Form 361/2. Cigar and Cigarette Manufac-
turer's Statement. Rendered In duplicate to
collector by manufacturer before commenc-
ing business and in case of removal or change
in bonded premises of the factory, showing
precise description of manufactory; also
number of cigar makers, make and number
of machines, and for whom cigars are to be
manufactured.

Form 40. Tobacco and Snuff Manufac-
turer's Bond. Executed by manufacturer
and submitted to collector in duplicate, be-
fore commencing business, or when factory
is transferred to another district.

Form 59. Record of Dealer in Leaf Tobacco.
Record in which dealer shall report all leaf
tobacco received and shipped each day by
the dealer. To be kept at dealer's registered
and bonded place of business and open to
inspection by revenue officers at all times.

Form 62. Tobacco and Snuff Manufac-
turer's Monthly Return. Return on which
manufacturer shall report tobacco materials
of all classes received and shipped each day
during month, total manufactured tobacco
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of each class and snuff on hand at the be-
ginning and close of the preceding month,
manufactured and removed, both tax-paid
and tax-free, during the month, also to-
bacco and snuff stamps on hand, purchased
and used during the month. The return is
an abstract of the manufacturer's revenue
book, Form 74.

Form 62- A. "Quasi" Tobacco Manufac-
turer's Monthly Return. Abstract of Form
74. Used by manufacturers of tobacco who
do not produce a taxable product, for re-
porting tobacco materials of all classes re-
ceived and shipped each day.

Form 70-A. Inventory-Manufacturer of
Tobacco and Snuff. Made annually on Jan-
uary 1, or at time of commencing and at
time of concluding business, and when new
bond is filed by manufacturer and submitted
to collector.

Form 70-B. Inventory-Manufacturer of
Cigars and Cigarettes. Made annually on
January 1, or at time of commencing and
at time of concluding business, and when
new bond is filed by manufacturer and
submitted to collector.

Form 72-Part 1. Cigar Manufacturer's
Monthly Return. Rendered on or before the
10th day of succeeding month by manufac-
turer to collector. Shows tobacco materials
of all classes received and shipped, large ci-
gars manufactured and removed (tax-paid
and tax-free) each day during preceding
month, also total cigars and value of stamps
on hand beginning and close of month and
value of stamps purchased and used during
month. Return is abstract of manufac-
turer's revenue book, Form 73, Part 1.

Form 72-Part 2. Cigar Manufacturer's
Monthly Return. Rendered In same manner
as Form 72, Part 1, and shows similar infor-
mation on small cigars, large and small cig-
arettes when such articles are produced.
This return is abstract of manufacturer's
revenue book, Form 73, Part 2.

Form 73-Part 1. Book To Be Kept by
Manufacturer of Large Cigars. Daily account
of all material received in and removed from
factory; large cigars and large cigar stamps
on band beginning of each month, large ci-
gars manufactured and removed (tax-paid
and tax-free), large cigar stamps purchased
and used each day, also a recapitulation of
the large cigars and stamps for the month.

Form 73-Part 2. Book to be kept by
manufacturer of small cigars, large and small
cigarettes, in a manner similar to Form 73,
Part 1.

Form 74. Book To Be Kept by Manufac-
turers of Tobacco and Snuff. Daily account
of all classes of materials received into and
removed from factory; tobacco and snuff
manufactured and removed and stamps pur-
chased and used.

Form 95. Tobacco Peddler's Statement.
Rendered by peddler to collector before com-
mencing business. Should set forth his place
of residence, States through which he in-
tends to travel, and persons for whom he
sells.
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Form 111. Tobacco Peddler's Bond. To be
executed by every peddler of tobacco before
commencing business. Bond forfeited if
principal sells manufactured tobacco pro-
ducts, except in original and full packages
as put up by the manufacturer.

Form 152. Cigarette Manufacturer's Rec-
ord of Nontaxpaid Cigarette Tubes Received,
on Hand, and Used. Kept by manufacturer
showing date of receipt of tubes, persons
from whom purchased, number of tubes -on
hand at beginning and close of each month,
and number used each day.

Form 168. Order for Stamps--Cigars-
Large-Various Classes. Executed by manu-
facturer for stamps desired, and submitted
with remittance to collector.

Form 172. Order for Stamps-Tobacco.
Executed by manufacturer for stamps desired,
and submitted with remittance to collector.

Form 173. Order for Stamps-Snuff. Ex-
ecuted by manufacturer for stamps desired,
and submitted with remittance to collector.

Form 177. Schedule of Stamps. To be
used to report stamps affixed to packages of
manufactured tobacco products withdrawn
from the market after removal from factory
or customhouse, removed and presented for
redemption or destroyed under internal
revenue supervision.

Form 178. Statement of Stamps Returned
for Redemption-Tobacco, etc. This form to
be used for reporting unused or spoiled stamps
returned for redemption.

Form 277. Return for Registry, Manu-
facturers of Tobacco Products, Dealers in
Leaf Tobacco, and Peddlers of Tobacco.
Shows name and address, place of business.
Is required to be filed on commencing busi-
ness, annually in month of July thereafter
and whenever any change in ownership or
location is made.

Form 485. Order for Stamps; cigarette and
small cigar. Executed by manufacturer for
stamps desired and submitted with remit-
tance to collector.

Form 542. Consent of Sureties on Bonds
of Cigar, Cigarette, Tobacco or Snuff Manu-
facturers or Dealers in Leaf Tobacco. To
cover changes in factory premises or leaf stor-
age places, trade name, or to removal of fac-
tory or place of business. Executed in dupli-
cate by sureties and submitted by manufac-
turers and dealers with new statements on
Form 36, 361/2, or 772, where factories or
storage places are changed, closed, or opened.

Form 549. Export Bond. Filed in dupli-
cate by manufacturer with collector. Covers
exportation of tobacco products without
payment of tax.

Form 549-A. Tobacco Sea Stores Bond.
Filed in duplicate by manufacturer with col-
lector. Covers shipment or delivery of to-
bacco sea stores without payment of tax.

Form 549-B. Tobacco Sea Stores Ware-
house Bond. Filed In duplicate by proprietor
of the warehouse with collector. Covers
storage of tobacco products removed from
factories without payment of tax and with-
drawal for consumption beyond the jurisdic-
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tion of the internal revenue laws of the
United States.

Form 550. Application for Withdrawal and
Entry for Exportation. Submitted In tripli-
cate by manufacturer to collector showing
description of artictes to be exported.

Form 550-A. Application for Withdrawal
of Tobacco Products From Factory for Use as
Sea Stores. Submitted in quadruplicate by
manufacturer to collector, showing full de-
scription of articles to be withdrawn.

Form 550-B. Application for Withdrawal
of Tobacco Products From Bonded Warehouse
for Use as Sea Stores. Submitted in quin-
tuplicate by the proprietor of the bonded sea
stores warehouse to collector, showing de-
scription of articles to be withdrawn.

Form 550-C. Monthly Report of Proprietor
of Tobacco Sea Stores Warehouse. Report
rendered monthly by the proprietor of the
bonded sea stores warehouse, in duplicate,
to the collector, showing tobacco manufac-
tures received. in and withdrawn from
bonded warehouse during month and on hand
at beginning and close of month.

Form 664. Application for Withdrawal of
Articles From Factory, Free of Tax, for Use
of the United States. Executed in dupli-
cate by manufacturer and submitted to col-
lector for each intended withdrawal.

Form 667. Certificate of Receipt of Articles
Withdrawn From Factory, Free of Tax, for
Use of the United States. Executed in dupli-
cate by Government receiving officer to man-
ufacturer after inspection of each shipment
of tax-free products. Manufacturer must file
both copies with collector within 30 days
from date of withdrawal.

Form 688. Application for Permit to Re-
move Tobacco, etc., from factory and Col-
lector's Permit for such removal. Filed In
duplicate with collector by manufacturer,
approved by collector and original as permit
returned to manufacturer.

Form 734. Monthly Return of Manufac-
turer of Cigarette Paper and Tubes. Monthly
return of tax paid on cigarette paper made up
into packages, books, and sets and sold by the
manufacturer; cigarette tubes removed tax-
free and tax-paid by stamp, filed with col-
lector by each manufacturer, on or before the
10th day of the succeeding month.

Form 735. Return by importer of tax paid
on cigarette paper and cigarette tubes Im-
ported into the United States. Return is filed
with collector by the Importer covering each
importation.

Form 771. Bond of Dealer in Leaf Tobacco.
Executed in duplicate by dealer in leaf
tobacco with surety satisfactory to collector
before commencing business, upon change
in principal, or when increase in penal sum
is required due to Increased liability.

Form 772. Statement of Dealer in Leaf
Tobacco. Executed in duplicate by dealer in
leaf tobacco before commencing business or
when changes are made in places of storage
and submitted to collector, showing address
of place of business and exact location of
each place of storage of tobacco.
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Form 774. Tobacco Invoice. Executed by
dealers in leaf tobacco and manufacturers of
tobacco products for each shipment or im-
portation of tobacco or tobacco received from
farmers.

Form 775. Monthly Report of Dealer in
Leaf Tobacco. Rendered at close of each
month by dealer in leaf tobacco, reporting
transactions, in leaf tobacco, shown by in-
voices on Form 774 attached. Original of
entries In record, Form 59.

Form 776. Inventory of Dealer in Leaf
Tobacco. Rendered to collector Yanuary 1,
each year, or at time of commencing and at
time of concluding business by dealer in leaf
tobacco.

Form 777. Bond for use of Cigarette Tubes
by Cigarette Manufacturer. Executed in
duplicate by manufacturer of cigarettes re-
ceiving tax-free cigarette tubes for use in
manufacturing cigarettes and submitted to
collector.

Form 778. Cigarette Manufacturer's Cigar-
ette Tube Monthly Return. Rendered at close
of each month by manufacturer of cigarettes
receiving and using tax-free cigarette tubes,
showing all tubes received, and on hand, and
used during the month.

Form 901. Claim for Allowance of Draw-
back of Internal Revenue Tax Paid on Tobac-
co, Snuff, Cigars, or Cigarettes Exported, and
Entry for Exportation Thereof. Filed in
quadruplicate by claimant with collector;
deputy supervises destruction of stamps.

Form 902. Bond for Drawback of Internal
Revenue Tax Paid on Tobacco, Snuff, Cigars
or Cigarettes Exported. Filed in duplicate
with collector.

Form 923. Order for Stamps-Imported
Manufactures. Executed by Customs officer,
delivered to importer who tenders to collector
with remittance for stamps to be affixed to
packages of imported tobacco manufactures.

(b) Additional forms applicable gen-
erally. For a list and description of ad-
ditional forms prescribed by the Bureau
for use in connection with internal rev-
enue taxes generally, see § 601.6.

SUBPART J-MISCELLANEOUS EXCISE TAXES
COLLECTED BY SALE OF REVENUE STAMPS

SouRcE.: §§ 601.91 to 601.100 appear at 11
F. R. 177A-34, 14263, as amended at 13 F. R.
4121, 7710. Redesignation noted at 14
F. R. 5201.

§ 601.91 Introductory. The miscel-
laneous excise taxes collected by the sale
of revenue stamps may be grouped into
the following three general classes: (a)
documentary stamp taxes, (b) commod-
ity stamp taxes, and (c) occupational
stamp taxes. A brief description of each
of these three classes, together with a
reference to the applicable rules bearing
upon the functioning of the Bureau, the

forms used, etc., in the case of each tax,
is set forth in the sections which follow.1

§ 601.92 Documentary stamp taxes-
(a) Capital stock, bonds, deeds of con-
veyance, and foreign insurance policies.
Chapter 11, subchapter A, of the Internal
Revenue Code imposes certain taxes on
issues of corporate bonds, debentures,
certificates of indebtedness, capital stock
and similar interests; on sales and trans-
fers of capital stock and similar interests,
and on foreign insurance policies.
Chapter 31 of the Internal Revenue Code
also imposes a tax on all sales or trans-
fers of corporate bonds, debentures, and
certificates of indebtedness, and on deeds
of conveyance of realty sold. See Regu-
lations 71 (Part 113 of this chapter).

(b) Silver bullion. Chapter 11, sub-
chapter A, section 1805 of the Internal
Revenue Code also imposes a tax on the
net profit realized on the transfer of any
interests in silver bullion, subject to cer-
tain exemptions and abatements to reg-
istered dealers and producers. See Reg-
ulations 85 (Part 112 of this chapter), as
prescribed and made applicable to the
Code by Treasury Decision 4887 (Part
112 of this chapter), approved by the
President February 11, 1939.

(c) Cotton futures. Chapter 14 of the
Internal Revenue Code imposes a tax on
each contract of sale of any cotton for
future delivery. See Regulations 36
(Part 110 of this chapter).

§ 601.93 Commodity stamp taxes -

(a) Oleomargarine, etc. Chapter 16 of
the Internal Revenue Code imposes cer-
tain taxes with respect to oleomargarine
and adulterated and process or renovated
butter. Chapter 27, subchapter A, of
the Code also imposes certain occupa-
tional taxes on manufacturers of, and
wholesale and retail dealers in oleomar-
garine and adulterated and process or

I The descriptive terms used to designate
the various transactions, commodities, occu-
pations, etc., subject to tax are intended only
to indicate their general classes. For spe-
cific information as to the scope of each tax,
reference should be had to the applicable
regulations.

2 In a number of instances, where a stamp
tax has been imposed with respect to a par-
ticular commodity, an occupational tax has
also been levied on manufacturers, dealers,
etc., in such commodity. In these cases, for
the sake of brevity, and because the occupa-
tional tax is treated in the same regulations
with the commodity tax, both taxes are de-
scribed under the "commodity stamp tax"
classification.
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renovated butter. See Regulations 9
(Part 310 of this chapter).

(b) Filled cheese. Chapter 17 of the
Internal Revenue Code imposes a tax
with respect to filled cheese. Chapter 27,
subchapter A, section 3210 of the Code
also imposes an occupational tax on
manufacturers of, and wholesale and re-
tail dealers in, filled cheese. See Regula-
tions 22 (Part 301 of this chapter).

(c) Opium, etc. Chapter 23, sub-
chapter A, of the Internal Revenue Code
imposes a tax upon opium, etc., produced
in or Imported into the United States,
and sold, or removed for consumption or
sale. Chapter 27, subchapter A, section
3220 of the Code also imposes an occupa-
tional tax on (1) importers, manufactur-
ers, or producers of opium, etc.; (2)
wholesale and retail dealers in such nar-
cotics; (3) physicians, dentists, veteri-
nary surgeons and other practitioners
dispensing them; and (4) persons en-
gaged in research, instruction, or analysis
and persons not otherwise taxed dis-
pensing preparations containing such
narcotics. See Regulations 5 (Part 151 of
this chapter).'

(d) Opium for smoking purposes.
Chapter 23, subchapter B, of the Inter-
nal Revenue Code Imposes i tax upon all
opium manufactured in the United
States for smoking purposes. See Reg-
ulations 3 (Part 150 of this chapter).'

(e) Marihuana. Chapter 23, sub-
chapter C, of the Internal Revenue Code
imposes a tax upon all transfers of mari-
huana. Chapter 27, subchapter A, sec-
tion 3230 of the Code also Imposes an oc-
cupational tax with respect to marihuana
on similar classes of persons as those
enumerated above in connection with
opium, etc. See Regulation 1 (Part 152
of this chapter).'

(f) Machine guns and short-barrelled
firearms. Chapter 25, subchapter B, of
the Internal Revenue Code imposes a
tax upon machine guns and certain
types of short-barrelled firearms trans-
ferred In the continental United States.
Chapter 27, subchapter A, section 3260
of the Code also imposes an occupational
tax upon every importer, manufacturer,
dealer, and pawnbroker in such guns

8 These regulations are issued jointly by
the Bureau of Internal Revenue and the
Bureau of Narcotics, which agencies share
responsibility for the administration and
enforcement of the narcotic taxes.

and firearms. See Regulations 88 (Part
319 of this chapter) .'

(g) Playing cards. Chapter 11, sub-
chapter A, of the Internal Revenue Code
imposes a tax on playing cards manu-
factured or imported, and sold, or re-
moved for consumption or sale. See
Regulations 66 (Part 305 of this chapter).

(h) White phosphorus m a t c h e s.
Chapter 24 of the Internal Revenue Code
imposes a tax upon white phosphorus
matches. See Regulations 32 (Part 300
of this chapter).

§ 601.94 Occupational stamp taxes.
Chapter 27, subchapter A, Sections 3267
and 3268 of the Internal Revenue Code
impose certain occupational taxes with
respect to coin-operated amusement or
gaming devices and bowling alleys, bil-
liard and pool tables. See Regulations
59 (Part 323 of this chapter).

§ 601.95 General procedure-(a) Tax
collection. (1) The documentary and
commodity stamp taxes are paid by hav-
ing affixed to the document, memoran-
dum of sale, policy, package, container,
etc., an internal revenue adhesive stamp
or stamps in an amount equal to the tax
due and by thereafter cancelling such
stamps in the manner prescribed. Pay-
ment of occupational taxes is evidenced
by the posting or displaying of a special
occupational tax stamp on the premises
where the business is operated. The
stamps used for such purposes are pre-
pared and distriibuted by the Bureau
through collector, of internal revenue.

AIn addition to the administration of the
taxes with respect to machine guns and cer-
tain types of short-barrelled firearms, the
Bureau of Internal Revenue is also charged
with the administration of the Federal Fire-
arms Act (52 Stat. 1250). This act Is not
a revenue measure but is a licensing statute
and its provisions are not codified in the
Internal Revenue Code. The act makes it
unlawful for any manufacturer or dealer,
except a manufacturer or dealer having a
license issued under the provisions of the
act, to transport, 3hip, or receive any fire-
arms or ammunition in interstate or foreign
commerce. Rules bearing upon the func-
tioning of the Bureau, the forms used, etc.,
in connection with this act are contained in
Treasury Decision 4898, as amended (Part 315
of this chapter). The procedure to be fol-
lowed In making application for a license and
all other requirements imposed under the act
upon manufacturers and dealers in firearms
and ammunition are set forth in such Treas-
ury decisions.
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(2) Documentary taxes are payable
with respect to every transaction, I. e.,
each issue, sale, transfer, etc., of the in-
strument subject to tax. Commodity
taxes are payable with respect to the
manufacture, importation, or transfer,
as the case may be, of the contents of
each package or container. Occupa-
tional taxes are payable annually for the
privilege of doing business beginning
with July 1 of each year, when the tax-
payer is in business on that date, or from
the beginning of the month in which the
business is commenced on a pro rata
basis.

(3) Documentary stamps may be pur-
chased from (i) collectors of internal
revenue and duly authorized deputy col-
lectors; (ii) postmaster in all post offices
in the first and second classes and such
post offices of the third and fourth classes
as are located in county seats; and (lii)
designated depositaries 'of the United
States. Commodity and occupational
tax stamps may be purchased only from
collectors and duly authorized deputy
collectors. Such purchases may be made
only upon the filing of the prescribed
requisition, application, or other form
and from an official authorized by law to
sell such stamps.

(4) Payment for such stamps must be
made by means of cash, post office money
order or certified check. In situations
(i) where the instruments, documents,
commodities, etc., subject to stamp tax
are no longer In existence or (i) where,
for other reasons, such instruments, doc-
uments, etc., cannot be stamped, or (3)
where it is discovered that occupational
tax stamps are due for prior taxable
years, or (iv) where a taxpayer, after
being advised of his liability, refuses to
affix stamps, the tax is collected by as-
sessment. (See § 601.2)

(5) Detailed information as to the
persons liable for tax, the forms of
stamps, the prescribed applications or
requisitions, and all other forms required
in connection with miscellaneous excise
taxes payable by revenue stamps is con-
tained In the regulations referred to In
previous subsections. Copies of these
regulations, together with copies of all
necessary forms and Instructions as to
their preparation and filing, may be ob-
tained from the office of the collector of
internal revenue for the district in which
the taxpayer Is located.

(b) Rulings. The procedure to be fol-
lowed In securing a ruling with respect

to any miscellaneous excise tax collected
by means of a revenue stamp is the same
as that set forth in § 601.47 (b) relating
to sales taxes.

§ 601.96 Liability for additional or de-
linquent tax. When liability for addi-
tional or delinquent tax Is disclosed by
the taxpayer or is discovered as a result
of an examination of the taxpayer's
books and records, payment thereof Is
evidenced by means of the prescribed
stamp If the document, commodity, etc.,
Is still In existence or, In the case of an
occupational tax, if the liability is for the
current period. Where the documents,
commodities, etc., are no longer in exist-
ence, or where the taxpayer refuses to
affix or purchase the stamps or where, In
the case of an occupational tax, the liabil-
ity Is for a prior taxable period, the ad-
ditional or delinquent tax is assessed In
the same manner as sales taxes, as set
forth in § 601.48. Whether the liability is
proposed to be asserted by requiring the
taxpayer to affix or purchase stamps or by
making an assessment of the tax, the
same opportunity for protest or confer-
ence Is accorded him.

§ 601.97 Administrative r e m e dies
available to taxpayers after purchase of
documentary, commodity, or occupa-
tional tax stamps or after assessment
and/or payment of tax-(a) Redemption
of stamps. Where stamps have been ren-
dered useless by gumming or sticking to-
gether In transit or otherwise without
fault of the purchaser, they may be ex-
changed by a collector of internal revenue
for other stamps of the same quantity
and denomination. Stamps which have
been spoiled, destroyed, or rendered use-
less or unfit for the purpose intended, or
for which the owner may have no use, or
which through mistake have been Im-
properly or unnecessarily used, or have
been used In excess of the amount of tax
actually due, may be redeemed upon
proper claim filed with the collector. All
such claims must be prepared on Form
843 (see § 601.6) and must be filed with
the collector for the district In which
is located the principal office of the claim-
ant, or if he has no such office, with the
collector for the district in which he re-
sides. The claim must be filed within
four years after the date of purchase of
the stamps from the Government. The
stamps either must be submitted with
the claim, or If it is Impracticable to
remove them from the instruments, docu-
ments, etc., to which they are attached
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they must be presented to a deputy col-
lector or other internal revenue repre-
sentative who will write on the face of
the stamps the words "Claim for refund
filed," and attach to the claim a state-
ment showing that such endorsement has
been made. In any case where the ac-
tual date of purchase of the stamps from
the Government cannot be given, it must
be definitely shown in the claim whether
they were so purchased within four years
prior to the date of filing of the claim.
Once filed, a claim for redemption follows
the same channels as do claims for re-
fund of sales taxes, as set forth in
§ 601.49 (b).

(b) Claims for abatement or refund.
Where a stamp tax is not paid by stamp
but the amount thereof is assessed, the
person against whom the assessment is
made may file a claim in abatement of
the tax or a claim for refund for any part
of the assessment which has been paid.
In either case, the procedure to be fol-
lowed by the claimant is the same as set
forth in the case of claims for abatement
or refund of sales taxes, as described in
§ 601.49. All claims for refund of stamp
tax paid pursuant to an assessment must
be filed within four years next after pay-
ment of the tax.

(c) Instructions. Detailed Instruc-
tions as to the manner in which claims
for redemption of stamps and for abate-
ment or refund of stamp taxes should be
prepared and filed are contained in the
various regulations listed in §§ 601.92,
601.93 and 601.94.

§ 601.98 Offers in compromise. The
procedure in the case of offers in com-
promise of liability for miscellaneous
excise taxes collected by stamp Is the
same as that set forth in § 601.50, ap-
plicable to sales taxes.

§ 601.99 Provisions special to the
documentary, commodity, and occupa-
tional stamp taxes-(a) Documentary
stamp taxes. (1) Every person engaged
in any of the following businesses or ac-
tivities is required to register with the col-
lector of internal revenue for each dis-
trict in which such business or activity is
conducted: (1) Negotiating, making, or
recording sales or transfers of stock,
bonds, etc.; (ii) conducting or transact-
Ing a stock or bond brokerage business;
(Iii) accepting or procuring the transmis-
sion of orders for the purchase or sale or
transfer of stocks, etc., to be executed at
a stock or bond brokerage office or an
exchange or similar place; (iv) transfer-
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ring stock, bonds, etc., other than his
own; and (v) conducting an exchange or
clearing house, or clearing association,
for the clearing, adjusting and settling
of transactions made on exchanges or
similar places.

(2) A statement for such registration is
required to be made under oath on Form
741 procurable from collectors of internal
revenue. The statement must set forth
specifically the character of the business,
the name under which it is operated, and
the exact location. A concern having
branches or agercies must fie a state-
ment In the district in which Its principal
office is located, showing the address of
each branch office or agency and the
name of the manager or agent thereof.
A separate statement must also be filed
in each of the other districts in which
branches or agencies are maintained.
The data shown in a statement covering
a branch or agency must relate to such
branch or agency rather than the prin-
cipal office. For further information as
to the proper execution of Form 741, see
Regulations 71 (Part 113 of this chapter)
referred to in § 601.92.

(3) Any person conducting a stock bro-
kerage business who has registered with
the collector as provided above may ap-
point some person to act as nominee in
holding stock on his behalf. Also, any
person acting in the capacity of a cus-
todian may appoint some person to act
as nominee In holding stocks or bonds on
his behalf. The name of the person ap-
pointed as nominee of a broker or a cus-
todian shall be registered with the col-
lector for the district in which the prin-
cipal place of business of the broker or
the custodian is located. Substitution
of a nominee may be effected by likewise
registering the name of the successor
nominee. No special form is prescribed
for use In registering a nominee.

(4) Where proper registration state-
ments have been filed, the collector will
issue to such person a certificate of regis-
tration signed by him and setting forth
the date of Issue, the name of the person
conducting the business and the nature
of the business for which the certificate
is issued. Such certificate must be kept
at the place of business located within
the district of the collector by whom the
certificate is issued.

(b) Commodity stamp taxes. (1) Pro-
vision is made for the withdrawal of
oleomargarine, filled cheese, and playing
cards from factories, free of tax, for the
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use of the United States. The procedure
to be followed, the forms to be used, etc.,
in the case of such withdrawals are con-
tained in Regulations 34 (Part 450 of
this chapter). Provision is also made
for the exportation without payment
of tax of oleomargarine, adulterated
butter, and playing cards. The pro-
cedure to be followed, and the forms to
be used, etc., in the case of such exporta-
tion are contained in Regulations 73
(Part 451 of this chapter).

(2) Every manufacturer of opium
manufactured in the United States for
smoking purposes must, before com-
mencing business, furnish to the collector
of the district in which his place of manu-
facture is located a notice on Form 268
and a bond on Form 269 with sureties
satisfactory to the collector and in a
penal sum of not less than $100,000.
There shall not be less than three per-
sonal sureties, each of whom shall qualify
in the full amount of the bond. The col-
lector on approving the bond will issue to
the manufacturer a certificate on Form
270 which will specify the penal sum of
the bond furnished. This certificate
shall contain a transcript from the
manufacturer's notice, Form 268, giving
an accurate description of the factory
premises. This certificate must be
posted by the manufacturer in a con-
spicuous place within his manufactory.
(See Regulations 3 (Part 150 of this chap-
ter) referred to in § 601.93 (d).)

§ 601.100 Description of forms. (a)
The forms prescribed and furnished by
the Bureau for use in connectiton with
the miscellaneous excise taxes collected
by sale of revenue stamps are as follows:

Form 11. Special-tax return for use in
making application for special tax stamps in
connection with the carrying on of the busi-
ness of a manufacturer of, or a retail or
wholesale dealer in, oleomargarine, adulter-
ated, process or renovated butter, and filled
cheese. The return is to be filed annually
for the fiscal year beginning with July 1 of
each year or, where business is begun after
the month of July. from the first day of the
month in which such business is begun. The
information required to be shown on the
form includes the name and address of the
taxpayer; the trade name if used; the kind of
tax involved; the period involved; the nature
of the application; and the signature and
title of the person making the return. If
the amount of tax involved is more than $10,
the return must be executed under oath. If
the amount is $10 or less, the return may be
signed or acknowledged before two subscrib-
ing witnesses.

Form 11-B. Special-tax return for use in
applying for special tax stamps for the oper-
ation of coin-operated amusement and gam-
ing devices, bowling alleys, and billiard and
pool tables. The requirements as to filing.
the information to be shown on the form,
and the manner of execution are the same
as those with respect to Form 11, above.

Form 33. Affidavit of individual surety on
bond. Personal sureties on bonds (of which
there must be two) must qualify by executing
affidavit on this form in triplicate.

Form 213. Form of notice for use by a
manufacturer in giving notice to the collector
before engaging in the business of manufac-
turing oleomargarine, adulterated and proc-
ess or renovated butter, filled cheese, or white
phosphorus matches. This notice must also
be filed on the first day of July of each year
thereafter by those continuing in business.
The information required to be shown on the
form includes the name of the product to be
manufactured; the date; the name and ad-
dress of the manufacturer; the site of the
factory; a description of the land where the
factory is located; a full description of the
building or portion of the building to be used
for the factory; the capacity of production
for each twenty-four hours; and the signa-
ture of the applicant.

Form 214. Form of manufacturer's bond
furnished by every manufacturer before
commencing the business of manufacturing
oleomargarine, adulterated and process or
renovated butter, filled cheese and white
phosphorus matches.

Form 215. Inventory to be filed by every
manufacturer of oleomargarine, adulterated
and process or renovated butter, filled cheese,
and white phosphorus matches. This form
is to be filed on the first day of July of each
year, or at the time of commencing and at
the time of concluding business, if before
or after the first day of July. The infor-
mation required to be shown on the form
includes the name of the product to be man-
ufactured; the name of the manufacturer;
the factory number assigned by the col-
lector; the internal revenue district; the lo-
cation of the factory; the date of the inven-
tory; the name of and the quantity of
pounds of each of the different kinds of
material held for use in manufacturing;
the kind of product to be manufactured;
the number and net weight of packages of
the product on hand, both stamped and un-
stamped; the value of the stamps, both at-
tached and unattached; the signature of the
taxpayer; and a certificate as to the cor-
rectness of the inventory as verified by a
deputy collector from a personal examina-
tion.

Form 216. Monthly return for use by
manufacturer of oleomargarine, adulterated
and process or renovated butter, and filled
cheese. The Information required to be
shown on the return includes the name of
the product to be manufactured; the name
and place of business of the manufacturer;
the month for which the return is filed; the
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new stock or manufactured account; the
materials used during the month; the re-
turned stock account; the stamp account and
the signature of the taxpayer. The return
is required to be made under oath.

Form 216a. Supplemental sheet to Form
216 to be used in listing the names and ad-
dresses of the consignees to whom the tax-
able product is being shipped and the quan-
tity in pounds.

Form 217. Monthly return of wholesale
dealer in oleomargarine, adulterated and
process or renovated butter, and filled
cheese. The information required to be
shown on this form includes the name and
place of business of the wholescale dealer;
the month for which the return is filed; the
total quantity of the commodity on hand at
the beginning of the month, received during
the month and returned goods received; the
total quantity of the commodity disposed of
during the month and the balance on hand
at the end of the month; a transcript of the
individual receipts showing date of invoice,
name and address of consignor, whether
manufacturer or wholesale dealer, and the
quantity in pounds; and the signature of the
dealer. This form must be executed under
oath.

Form 217a. Supplemental sheet to Form
217 to be used in reporting disposals of the
commodity dealt in. The information re-
quired to be shown includes the date of in-
voice; the name and address of the con-
signee; and the quantity shipped.

Form 218. Stamp order form for use in
ordering oleomargine, adulterated and proc-
ess or renovated butter, filled cheese and
playing cards commodity tax stamps. The
information required to be shown on the
form includes kind of stamp desired; the
factory number assigned by the collector; the
address of the collector of internal revenue;
the date of the order; how the stamps are
to be sent; to whom, and the address to
which, the stamps are to be sent; the de-
nomination of the stamp; the number and
value of the stamps and the total amount
involved.

Form 268. Form of notice for use by a
manufacturer in giving notice to the collec-
tor before engaging in the business of manu-
facturing opium for smoking purposes. This
form also must be filed upon any change in
location. The information required to be
shown on the form includes the name and
address of the manufacturer; the number
and description of the place where the opium
will be manufactured; the number and kind
of utensils, machines or other apparatus kept
on the premises for use in the manufacture
of the opium; and the signature of the person
filing the notice. This form is required to be
executed under oath.

Form 269. Form of manufacturer's bond
furnished by every manufacturer of smoking
opium before commencing business.

Form 270. Form of certificate issued by
the collector after receiving the notice on
Form 268 and approving the bond on Form

269 of a manufacturer of smoking opium.
The certificate is required to contain a tran-
script from the manufacturer's notice on
Form 268, giving an accurate description of
the factory premises. The certificate must
be posted by the manufacturer in a con-
spicuous place within his manufactory.

Form 271. Form of book to be kept by a
manufacturer of smoking opium. The infor-
mation required to be shown on the form
includes a record of the materials on hand,
as per inventory, on the first day of Janu-
ary of each year, or at the time of commenc-
ing or concluding business; materials and
smoking opium purchased or received into
the factory; materials sold or returned; pre-
pared smoking opium manufactured, sold or
removed; smoking opium stamps purchased
and used; and the name, factory number
and Internal revenue collection district of
the manufacturer.

Form 272. Inventory of manufacturer of
smoking opium to be filed with the collector
on the first day of January of each year, or
at the time of commencing or concluding
business, if before or after the first of Jan-
uary. The information required to be shown
on the form includes the quantity of opium,
crude or gum, on hand; the quantity of other
materials on hand; the quantity of manu-
factured smoking opium on hand; and the
number and value of stamps on hand. The
form must be executed under oath and must
also contain a sworn verification of a deputy
collector who has made a personal exami-
nation of the inventory.

Form 273. Monthly return of manufac-
turer of smoking oplfum. The information
required to be shown on the form includes
the name, address and registry number of
the taxpayer, the month for which the re-
turn is filed; all opium in crude form and
other materials purchased, and smoking
opium and other materials sold, with the
name, address and business of the persons
from whom purchased and to whom sales
were made; the total quantity of opium suit-
able for smoking purposes and the size of the
packages and the number of packages of
each size manufactured and removed tax-
paid; the number of packages of each size
sold to each recipient; and the value of
stamps purchased and used. The return Is
required to be executed under oath.

Form 277. Form of return for registry to
be used by every manufacturer of playing
cards in registering wi!th the collector for the
district in which his factory is located. The
information required to be shown on the re-
turn includes the name and address of the
manufacturer; the type of business to be
engaged In; the place where the business is
to be carried on; and the signature of the
manufacturer. The form Is required to be
executed under oath.

Form 382. Certificate of registry issued by
collectors of internal revenue after receipt
of return for registry filed on Form 277 by a
manufacturer of playing cards. The Infor-
mation shown on the form Includes the pe-
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rlod covered thereby; the certification of the
issuing collector; and the name and address
of the registrant. This form is required to
be kept conspicuously posted in the regis-
trant's place of business.

Form 396. Form of book to be kept by
manufacturers of filled cheese. The infor-
mation required to be shown on this form
includes a daily record of (1) the quantity
in pounds of each material used in manu-
facture; (2) the number of taxable pounds
of filled cheese produced; (3) the number of
taxable pounds of filled cheese disposed of
in each instance, name of person to whom
shipped or delivered, date of shipment or
delivery, and the address to which sent; (4)
the number of taxable pounds of filled cheese
returned to the factory, the name of person
by whom returned, date of receipt, and ad-
dress from which returned; (5) the number
of taxable pounds of filled cheese reworked,
dumped or destroyed; and (6) the total values
of stamps purchased and used.

Form 397. Form of book to be kept by
wholesale dealer in filled cheese. The in-
formation required to be shown on the form
is a daily record of the number of pounds
of each consignment of filled cheese received,
showing the name and address of the con-
signor and the date of receipt; and the num-
ber of pounds of filled cheese disposed of
showing the name of the person to whom
shipped or delivered, date of shipment, and
address to which sent.

Form 427. Stamp order form for use in
ordering documentary stamps. The infor-
mation required to be shown on the form in-
cludes the address of the collector; the date
of the order; how the stamps are to be sent;
to whom and the address to which the stamps
are to be sent; the number of each denomina-
tion of stamps and the value thereof; and the
total value of all stamps ordered.

Form 549. Form of bond furnished by
manufacturers of oleomargarine, adulterated
butter and playing cards who desire to export
such products without the payment of tax.

Form 550. Application for withdrawal and
entry for exportation filed by every manu-
facturer of oleomargarine, adulterated butter
and playing cards who desires to withdraw
products for exportation to a foreign country
or shipment to certain possessions of the
United States without payment of tax. The
information required to be shown on the
return includes the internal revenue dis-
trict in which filed; the date of the appli-
cation; the factory number; the Internal
Revenue serial number; the kind of product
manufactured; the location of the factory;
to whom consigned; the port where the prod-
uct is to be laden, the name of the vessel
and the port of destination; the marks and
numbers on the shipping cases; the contents
thereof and the total quantity involved; the
amount of tax liability; the signature of the
manufacturer; and the signature of the ex-
porter.

Form 660. Form of monthly return for
use by manufacturers of white phosphorus
matches. The information required to be
shown on this return is a transcript of the
daily record on Form 662, shown immediately
below. The return is required to be executed
under oath before a deputy collector.

Form 662. Form of book to be kept by
manufacturers of white phosphorus matches.
The information required to be entered in
the book is a record of the quantity of each
material used each day; the total number of
matches produced; the number of stamped
packages and original packages in which
packed; the total number of stamped pack-
ages and original packages, together with
the total number of matches, disposed of
each day.

Form 663. Form of requisition to be filed
by governmental agency for withdrawal of
oleomargarine, filled cheese and playing cards
from factory, free of tax, for use of the United
States. The information required to be
shown on the form includes the name of
the department making the requisition; the
date of such requisition; the total quantity
and the name of the article desired to be
withdrawn; by whom manufactured; the fac-
tory number and the district in which such
factory is located; to whom to be shipped;
the address to which shipped; and the sig-
nature and title of the officer preparing the
requisition.

Form 664. Form of application to be used
by manufacturers for withdrawal of articles
from factory, free of tax, for use of the United
States. The Information required to be shown
on the form Includes the date of the form;
the name of the article to be withdrawn; the
factory number and the district where the
factory is located; the date the shipment is
to be made; the name of the department or
agency and the place to which the shipment
is to be made; the number of statutory pack-
ages; the contents of such package, by
weight or number; the total taxable quanti-
ty; the rate of tax Involved; the amount of
tax remitted; and the signature of the man-
ufacturer making the withdrawal.

Form 665. Form of bond for transporta-
tion and delivery of playing cards from fac-
tory, free of tax, for use of the United States,
to be executed by manufacturers of playing
cards.

Form 666. Permit for withdrawal of arti-
cles from factory, free of tax, for use of the
United States. This permit is issued by the
Bureau after approval of the requisition on
Form 663 and the application on Form 664
The information required to be shown on the
form is the same as that shown on Form 664,
above, except that it is signed by the Deputy
Commissioner in charge of the Miscellaneous
Tax Unit.

Form 667. Certificate of receipt of oleo-
margarine, filled cheese, or playing cards
withdrawn from factory, free of tax, for use
of the United States, to be executed by the
receiving agency. The information required
to be shown on the return includes the date
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of the certificate; the kind of articles re-
ceived; the name of the manufacturer; the
number of the factory; the district where
the factory is located; the date of withdrawal;
the date of receipt; the number of packages
received; the contents of such packages, by
weight or number; the total taxable quan-
tity received; the rate of tax involved; the
amount of tax remitted; a statement as to
any shortages; and the signature and title
of the receiving officer.

Form 678. Form of application for re-
registry and special tax stamp, to be filed by
any person who is registered in one or more
of the classes of occupations specified in sec-
tion 3220 of the Internal Revenue Code
(relating to the occupational taxes with re-
spect to opium, etc.) and who desires to re-
register for an ensuing period. The infor-
mation required to be shown on the form
includes the period for which application is
made; the name and address of the appli-
cant; the class or classes of occupations for
which application is being made: a descrip-
tion of the occupation to be engaged in;
the State professional license or certificate
number Issued and date issued, or the State
store or business registration number and
date issued; and the signature of the ap-
plicant. If the amount of tax covered by the
application Is not In excess of $10, It may
be signed or acknowledged before two wit-
nesses. Otherwise it must be executed under
oath. (This application must also be sup-
ported by an affidavit showing the applicant
to be legally qualified or permitted under
the laws of the jurisdiction in which he is
engaged, or proposes to engage, in any busi-
ness or occupation within the scope of exist-
ing narcotic regulations, to engage in such
business or occupation.)

Form 678-A. Form of application for
registry and special tax stamp, to be filed by
any person who has not previously qualified
in any of the classes of occupations specified
in section 3220 of the Internal Revenue Code
(relating to the occupational taxes with re-
spect to opium, etc.) The information re-
quired to be shown on the form is the same
as that required to be shown on Form 678,
above, with the addition of the previous oc-
cupation of the applicant and the name and
address of his former employer.

Form 678-C. Form of application for
registry and special tax stamp to be filed by
every person who imports, manufactures,
produces, compounds, sells, deals in, dis-
penses, prescribes, administers, or gives away
marihuana. The information required on
this form is the same as that required to be
shown on Form 678-A, above.

Form 679. Form of requisition for blank
order forms to be used in connection with
opium, etc. The information required to be
shown on the form includes the date of the
requisition; the taxpayer's name, address,
registry number and class; the number of
books of order forms desired; the number
of unused forms on hand, Including the

serial numbers and the date issued; and the
signature of the purchaser.

Form 679a. Form of requisition for blank
marihuana order forms. The information
required to be shown on this form includes
the date of the requisition; the collector to
whom addressed; the transferee's name,
address, and if registered, the registry num-
ber and class; the name and address of the
transferer; a description, including quanti-
ties, of the desired articles or materials to
be transferred; and the signature of the
applicant.

Form 713. Inventory of opium, coca
leaves, marhuana, etc., to be filed annually
by persons subject to tax under sections 3220
and 3230 of the Internal Revenue Code.
The information required to be shown on the
form includes the name and address of the
taxpayer; the class under which taxed; the
date of the inventory; the name and descrip-
tion of the articles inventoried and the
quantities thereof; and the signature and
title of the person executing the form. 'ihe
form is required to be executed under oath.

Form 741. Form of statement for registra-
tion to be filed by every person engaged in
any of the following businesses or activities:
(1) negotiating, making or recording sales or
transfers of stocks, bonds, etc.; (2) conduct-
ing or transacting a stock or bond brokerage
business; (3) accepting or procuring the
transmission of orders for the purchase or
sale or transfer of stocks, etc., to be executed
at a stock or bond brokerage office or an
exchange or similar place; (4) transferring
stock, bonds, etc., other than his own;
and (5) conducting an exchange or clearing
house, or clearing association, for the clear-
ing, adjusting and settling of transactions
made on exchanges or similar places. The
information required to be shown on the
form includes the name and address of the
applicant; the name under which the busi-
ness is operated; the period covered by the
application; character of the business; in-
formation concerning the organization of the
firm or corporation; the date and place of
issue of other licenses under state or federal
laws; and the signature and title of the
person making the application, together with
his residence address. The application is
required to be made under oath.

Form 742. Certificate of registry issued
by the collector of internal revenue after
approval of the application for registry on
Form 741. The information required to be
shown on the form :includes the registrant's
number; the district of the issuing collector;
the date issued; the full name and address
of the registrant; the period covered by the
certificate; and the signature of the col-
lector.

Form 743. Stamp order form for use in
ordering stock transfer stamps. The Infor-
mation required to be shown on this form
is the same as that required to be shown on
Form 427 for use in ordering documentary
stamps.
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Form 749. Monthly return of manufac-
turer or importer of playing cards. The
information required to be shown on the
form includes the name and address of the
manufacturer or importer; the factory num-
ber; the district In which filed; the month
for which the return is filed; the production
account by number or packs; the stamp ac-
count, setting forth the value of stamps on
hand at the beginning of the month, pur-
chased during the month, used during the
month and on hand at the end of the month;
and the signature of the taxpayer. The
form is required to be executed under oath.

Form 786. Stamp order form for use in
ordering stamps for affixing to packages or
containers of narcotics. The information re-
quired to be shown on the form includes
the class and registry number of the person
ordering; the collector with whom the order
is being ified; the date of the order; the
name and address of the person making the
order; how the stamps are to be sent; the
number and value of each denomination of
stamps; and the total value of the stamps
ordered.

Form 802. Manufacturer's quarterly re-
turn of exempt narcotic preparations, to be
executed by all manufacturers of exempt
narcotic preparations unless they are also
registered as manufacturers of taxable nar-
cotic drugs. The information required to
be shown on the return Includes the name,
registry number and address of the manufac-
turer; the district in which registered; period
for which the return Is filed; a summary of
the purchase quota granted, and a report of
all purchases since the beginning of the
year for each kind of taxable narcotic; a
summary of exempt preparations produced,
used and on hand; a complete accounting
for taxable narcotics purchased, used and
on hand; and the signature and title of the
person making the return.

Form 810. Monthly return of importer,
manufacturer, producer or compounder of
taxable narcotic drugs and preparations.
The information required to be shown on the
return Includes the name, registry number
and address of the person making the return;
the district in which the return is filed; the
month covered by the return; a summary
accounting In detail for all stocks on hand
at the beginning and end of the month and
for receipts, dispositions, manufacture and
packaging of taxable narcotics during the
month; an accounting for stamps on hand
at the beginning of the month, purchased
during the month, affixed during the month
and on hand at the end of the month; and
the signature and title of the person filing
the return. The form is required to be exe-
cuted under oath.

Forms 810A, 810B, 810C, and 810D. Sup-
plements to Form 810 showing in detail the
information summarized in that form.

Form 810E. Semi-annual inventory return
to be filed by manufacturers, producers, and
compounders covering taxable narcotic drugs
and preparations on hand as of June 30 and
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December 31 of each year. The Information
required to be shown on the return includes
the name, address, and registry number of
the person maling the return; the district
In which the return Is filed; the closing date
of the period; and complete datE as to the raw
materials, goods In process, finished process
goods, finished goods in marketable packages,
and miscellaneous stock on hand on the date
shown.

Form 811. Monthly return of wholesale
dealer in taxable narcotic drugs and prepara-
tions. The Information required to be shown
on the return includes the name, registry
number, and address of the person making
the return; the district in which the return
Is filed; the month covered by the return; a
summary showing the number of Individual
stamped packages on hand at the beginning
of the month, received during the month,
disposed of during the month, and on hand
at the close of the nonth; and the signature
and title of the person filing the return. The
return is required to be executed under oath.

Forms 811A and 811B. Supplements to
Form 811 showing in detail th." taxable nar-
cotic drugs and preparations received and dis-
posed of during th., month as summarized on
Form 811.

Form 8110. Semi-annual inventory return
to be filed by wholesale dealers of taxable
narcotic drugs and preparations on hand June
30 and December 31 of each year. The Infor-
mation required to be shown on the return
includes the name, address, and registry num-
ber of the person making the return; the
district in which the return Is filed; closing
date of the period covered thereby; and com-
plete data as to the name, quantity and nar-
cotic contents of the drug or preparation, the
size of the Individual package, the number of
packages, and the total content of all the
packages covered by each entry, classified ac-
cording to the kind of narcotic contained in
the drug or preparation.

Form 838. Form of monthly return re-
quired to be filed by brokers, dealers, etc.,
covering their documentary and stock trans-
fer stamp account. The information re-
quired to be shown on the return includes
the month covered by the return; the name
and address of the person making the re-
turn; the value of the stamps on hand at
the beginning of the month, purchased dur-
Ing the month, used during the month, and
on hand at the end of the month; and the
signature and title of the person making the
return. This return Is required to be made
under oath.

Form 923. Form of order for stamps cov-
ering imported oleomargarine and playing
cards. The information required to be
shown on the form includes the name and
address of the owner or importer of the mer-
chandise; the address of the collector; the
date of the order; the description of the
article subject to tax; the number and de-
nomination of stamps desired; the rate of
tax applicable; the value of the stamps; and
a certificate of the collector of customs show-
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ing from where imported and in what man-
ner the products were imported.

Form 960. Form of annual return of pro-
ducer of marihuana. The Information re-
quired to be shown on the return Includes
the name, registry number and address of
the person making the return; the district
in which such return Is filed; the period
covered by the return; a summary concern-
ing the cultivation and harvesting of mari-
huana; a summary concerning the produc-
tion and disposition of bulk marihuana, and
the purchase or receipt of seeds for planting;
a detailed statement of all seeds received
from outside sources for planting, and of all
marihuana exported, sold or otherwise dis-
posed of, and the signature and title of the
person making the return. The return is
required to be executed under oath.

Form 961. Form of quarterly return of
importer, manufacturer, or compounder o,
or dealer in, nonmedictnal marihuana prod-
ucts. Tlhe information required to be shown
on the form includes the name, registry
number, and address of the person making
the return; the district in which the return
Is filed; the closing date of the period cov-
ered by the return; a summary of the im-
portation, purchase and disposition of the
bulk marihuana; a summary of the manu-
facture of nonmedicinal marihuana prod-
ucts; a summary of the production, impor-
tation, purchase and disposition of non-
medicinal marihuana products; and the
signature and title of the person making
the return. The return is required to be
executed under oath.

Form 961A. Form of supplemental state-
ment to be attached to Form 961 showing
in detail certain of the information sum-
marized in Form 961.

Form I (Firearms). Form for use in the
registration of firearms in conformity with
the provisions of Part VIII, Subehapter A,
Chapter 27, and Subehapter B, Chapter 25,
of the Internal Revenue Code. The infor-
mation required to be shown on the form
includes the date thereof; the address of the
collector; the name, home address and place
of business or employment of the person pos-
sessing the firearm; the date of acquisition
of the firearms; the address where the fire-
arm is usually kept; the kind of firearm;
serial number, model, caliber and length of
barrel; the name and address of the manu-
facturer; and the signature of the owner.
This form is required to be executed under
oath.

Form 2 (Firearms). Form of return of
firearms manufactured, imported, or received
by manufacturer, importer, dealer (other
than pawnbroker), and pawnbroker, under
Chapter 25, Subehapter B, of the Internal
Revenue Code. This return is required to
be filed immediately upon the manufacture,
Importation or receipt of any firearm. The
Information required to be shown on the re-
turn includes the date on which the fire-
arm was manufactured, imported or re-
ceived; the name and address of the manu-
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facturer or the person for whom received;
the place where the firearm is usually kept;
the kind of firearms; the serial number,
model and caliber of such firearm; the name
and address of the person making the re-
turn; and the special tax stamp number is-
sued to the person making the return. This
return is required to be executed under oath.

Form 3 (Firearms). Form of return of
firearms transferred or otherwise disposid of
by manufacturer, importer, dealer (other
than pawnbroker) and pawnbroker under
Chapter 25, Subehapter B, of the Internal
Revenue Code. This return is required to be
filed immediately upon the transfer or other
disposal of the firearm. The information re-
quired to be shown on this form includes the
date on which the firearm was transferred
or otherwise disposed of; the authority for
the transfer; the name and address of the
purchaser or the person to whom transferred;
the kind of firearm; the serial number, model
and caliber of the firearm; the signature and
address of the person making the return; and
the number of the special tax stamp issued
to the person making the return. The re-
turn is required to be executed under oath.

Form 4 (Firearms). Form of application
and order form for transfer of firearms.
Every person seeking to obtain a firearm
must make application on this form, in du-
plicate, to the transferor. The information
required to be shown on the form by the
applicant includes the name and address of
the applicant; the address where the firearm
will usually be kept; the object in seeking to
obtain the firearm; the use to be made of the
firearm; the provisions which will be made
for the storage of the firearm; the person or
persons who will be authorized to use it; a
list of all places of residence of the applicant
during the preceding live years; the present
occupation of the applicant; the name and
address of his employer; a record of any
military service performed; a description of
any defect of limb or other physical deformi-
ties; the weight and height of the applicant;
a complete set of finger prints; details con-
cerning any arrests; the photograph of the
applicant; and the signature of the applicant.
The applicant is required to execute this form
under oath.

In addition, the transferor of the firearms
must show the kind, serial number, model,
caliber and other marts of identification of
such firearm; the name and address of the
manufacturer; and the signature and address
of the transferor. The transferor must also
attach the proper stamp to the form.

Form 5 (Firearms). Application for ex-
emption frot payment of transfer tax on
firearms under Chapter 25, Subehapter B, of
the Internal Revenue Code. The informa-
tion required to be shown on the form In-
cludes the date of the application; the name
and address of the transferee; the kind, serial
number, model, caliber, length of barrel in
inches, and other marks of identification of
the firearm; the name and address of the
manufacturer of the firearm; a statement as
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to the basis for the exemption; the date of
the transfer; the name of the transferor; and
the signature and address of the transferee.
This application Is required to be executed
under oath.

Form 6 (Firearms). Application for im-
portation of firearms under Chapter 25, Sub-
chapter B, of the Internal Revenue Code. The
information required to be shown on this
form includes the date of the application;
name and address of the importer; the kind,
serial number, model, caliber, length of bar-
rel in inches, and other marks of identifica-
tion of the firearm; the name and address of
the manufacturer of the firearm; purpose for
which the firearm is to be used; whether the
applicant is a duly qualified importer; wheth-
er special tax has been paid for the current
year; whether aD attempt has been made to
obtain a similar firearm in the United States;
a detailed statement of the reasons why the
firearm described is unique or of a type which
cannot be obtained within the United States
or any territory under its control or juris-
diction; and the signature of the applicant.
The application is required to be executed
under oath.

Form 7 (Firearms). Form of application
for license under the Federal Firearms Act
(52 Stat. 1250). The information required
to be shown on this form includes the date
of the application; the name, trade name
if used, and address of the applicant; wheth-
er a manufacturer or dealer In firearms; post
office addresses of any additional places of
business; and the signature of the person
making the application .

Form 8 (Firearms). Form of license un-
der the Federal F'rearms Act. This form is
issued by the collector after approval of the
application on Form 7 (Firearms). The in-
mation required to be shown on the form
includes the district of the collector issuing
the license; the number of the license; the
name, trade name if used, and address of the
licensee; the class of license; the period cov-
ered by the license; and the signature of the
collector.

Form 11A (Firearms). Special tax return
and application for registry to be filed by
manufacturers and importers of, and deal-
ers in, and pawnbrokers handling, firearms.
The information required to be shown on
the form includes the name, trade name if
used, and address of the applicant; the kind
of business being conducted; the period for
which application is made; and the signature
of the person making the application. The
application is required to be executed under
oath.

Form I (Silver). Application for certifi-
cate of registration as a transferor regularly
engaged in the business of furnishing silver
bullion for industrial, professional or artistic
use. The information required to be shown
on the form includes the address of the col-
lector to whom application is made; the
name and address of the applicant; data con-
cerning the applicant's use of silver; the
quantity of silver actually used; the trade

name of the applicant; and the signature of
the applicant under oath.

Form 1-A (Silver). Form of certtficate
issued by the collector evidencing the right
of the person to whom issued to claim the
benefits of the abatement or refund provi-
sions of section 1805 of the Internal Revenue
Code which imposes a tax on transfers of
interests in silver bullion. The information
required to be shown on the form includes
the registry number of the person to whom
the certificate is issued; the address of the
collector; the date of the certificate; the
name and address of the person to whom the
certificate is issued; whether such person is
a manufacturer, producer or vendor; and the
signature of the collector.

Form 2 (Silver). Memorandum of trans-
fer of an interest in silver bullion to be filed
by the transferor of the bullion. The in-
formation required to be shown on the re-
turn includes the date of the transfer; the
name and address of the transferor; the
name and address of the transferee; the in-
terests in silver bullion transferred in fine
troy ounces; data concerning the acquisition
and sale of the silver interest; the amount
on which tax is computed; the amount of tax
covered by any claim for abatement attached
to the Form 2 (Silver); the amount of tax
due; and the signature under oath of the
person filing the form.

Form 3 (Silver). Form of monthly re-
turn of tax on transfer of interests in silver.
bullion to be filed by producers or regis-
tered dealers. The information required to
be shown on the return includes the date
of the return; the name and address of the
producer or registered dealer; the month for
which the return is being filed; a summary
of sales of silver during the month; a sum-
mary of purchases of silver during the month;
an inventory of silver on hand at the close
of the month; the total amount of tax pay-
able; and the signature of the taxpayer.
The return is required to be executed under
oath.

Form 3A (Silver). Supplemental sheet to
be attached to the monthly return on Form
3 (Silver). The information required to be
shown on the form is the detailed data con-
cerning the transfer of silver interests and
the computation of the tax as summarized
on Form 3 (Silver).

Form 3B (Silver). Form of special monthly
return which may be used only upon special
authorization of the Commissioner. The in-
formation required to be shown on this re-
turn is similar to that shown on Form 3
(Silver) except that it shows daily transac-
tions instead of monthly totals. This return
also is required to be executed under oath.

Form 3C (Silver). Form of supplemental
sheet to be attached to the monthly return
on Form 3 (Silver) but only upon special au-
thorization of the Commissioner. The in-
formation required to be shown on this form
relates to each transaction in silver sep-
arately and contains detailed data which are
summarized on Form 3 (Silver).
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Form 6 (Silver). Form of application for
inventory determination filed by a transferor
of silver interests for a certificate of registry
under the provisions of Article 85 of Rlegula-
tions 85 referred to in paragraph (a) above.
The information required to be shown on
this form includes the name, principal place
of business and address of the applicant; data
concerning the applicant's type of business;
the names of the principal purchasers of the
silver; the basis for the amount claimed as
necessary inventory; the average cost of the
necessary inventory and how determined; and
the signature of the applicant. This form
must be executed under oath.

Form 7 (Silver). The form of certificate
issued by the collector upon approval of the
application on Form 6 (Silver). The infor-
mation required to be shown on this form
includes the certificate number; the district
where issued: the date of the certificate; the
name and address of the person to whom the
certificate is issued; the quantity in fine troy
ounces of the necessary inventory; the
average cost per fine troy ounce; and the
signature of the collector.

Form 8 (Silver). Form of agreement
executed by a person who has filed applica-
tion on Form 6 (Silver) and has had issued
the certificate on Form 7 (Silver). The in-
formation required to be shown on the form
includes the address of the collector who
issued the certificate; the number and date
of the certificate; the type of business being
engaged in by the applicant; and the signa-
ture of the person executing the agreement.
This agreement must be executed under oath.

Form 9 (Silver). Form of order for silver
tax stamps. The information required to be
shown on the return includes the address
of the collector; the date of the order; how
the stamps are to be sent; to whom, and the
address to which, the stamps are to be sent;
the number of each denomination of stamp
and the value thereof; and the total value of
all stamps ordered.

Form 9a (Silver). Form of application for
elective benefits of a person engaged in trans-
actions in silver foreign exchange. The in-
formation required to be shown on this form
includes the name and principal place of
business of the applicant; data concerning
the silver foreign exchange purchases and
sales; whether transactions of branch offices
located in foreign countries are excluded;
and the signature of the applicant. The
form must be executed under oath.

Form 10 (Silver). Form of certificate Is-
sued by collector upon approval of applica-
tion on Form 9 (Silver), above. The in-
formation required to be shown on the form
includes the certificate number; the district
of the collector issuing the certificate; the
date of the certificate; the name of the person
to whom the certificate is issued; and the
signature of the collector Issuing the cer-
tificate.

Form 11 (Silver). Form of monthly re-
turn of a person who luzs been furnished a
certificate on Form 10 (Silver), above. The
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Information required to be shown on the
form includes the name of the taxpayer; the
month for which the return Is filed; detailed
data concerning the transactions in silver
foreign exchange; the amount of tax deter-
mined to be due; and the signature of the
taxpayer. The return is required to be ex-
ecuted under oath.

Form la (Silver). Form of schedule to be
attached to the monthly return on Form 11
(Silver), above. The information required to
be shown on this schedule includes the name
of the taxpayer; the month for which the
schedule is prepared; and certain detailed
data which is summarized in Form 11.

Form 843 (Silver). Form of claim for
abatement exemption filed in support of ex-
emptions claimed on Forms 2 and 3 (Silver).
The information required to be shown on the
form includes the name and the business and
residence addresses of the claimant; the
number of the return form on which the ex-
emption is claimed; the date of such return
form; the basis upon which the claim is
made; and the signature of the claimant.
The form is required to be executed under
oath.

(b) For forms of general application,
see § 601.6.

SUBPART K-EXCESS PiOFITS TAX COUNCIl.;
APPELLATE FUNCTIONS AND PROCEDURES
UNDER SECTION 722 OF THE INTERNAL REV-
ENUE CODE

SouncE: H 601.106 and 601.107 appear at
11 F. R. 177A-34. 14263, as amended at 12
F. R. 953, 13 F. R. 7710. Redesignation noted
at 14 F. R. 5201.

§ 601.106 General. (a) Subchapter E
of Chapter II of the Code imposed on cor-
porations an excess profits tax based on
their "excess profits tax net income" as
defined in section 711. of the Code. This
tax was effective as to taxable years be-
ginning after December 31, 1939 and was
repealed by the Revenue Act of 1945, as
of January 1, 1946. Section 722 of the
Code provides that If the taxpayer, pur-
suant to certain rules and standards in

such section, establishes that the tax
computed under subehapter E is exces-
sive and discriminatory, relief under limi-

tations contained in section 722 will be
granted. The appellate functions of the
Excess Profits Tax Council are limited to

considering cases arising under section
722. The Council has no jurisdiction of
issues respecting excess profits tax liabil-
ity which do not fall. under section 722.
Such Issues are handled under established
procedures by the field divisions of the
Income Tax Unit and field divisions of
the Technical Staff.
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(b) The rules bearing upon the pro-
cedure applicable with respect to section
722 of the Code are found in Regulations
109 and Regulations 112 (26 CFR, 1938
Ed. and Supps., Part 35) (see Subpart B
of this part). There has also been pub-
lished a "Bulletin on Section 722 of the
Internal Revenue Code", copies of which
may be obtained from the Superintend-
ent of Documents, Government Printing
Office, Washington 25, D. C. The author-
ity, functions, and procedures of the Ex-
cess Profits Tax Council are shown in
Commissioner's Mimeograph No. 6044,
approved by the Secretary of the Treas-
ury July 30, 1946. The Council has pro-
mulgated statements on organization
and procedure, E. P. C. 1 and 2. Copies
of Mimeograph No. 6044 and E. P. C. 1
and 2 may be obtained from the Council
or a Field Committee. Practice and con-
ference procedure before the Council is
also governed by Treasury Department
Circular 230 (31 CFR Part 10), and the
Bureau of Internal Revenue Conference
and Practice Requirements (see § 601.4
(d)).

§ 601.107 Procedure. (a) To secure
excess profits tax relief under section 722
of the Code an application therefor must
be filed with the Commissioner of Inter-
nal Revenue, Washington 25, D. C. Gen-
erally, such application must be filed
within three years from the date the ex-
cess profits tax return was filed or within
two years from the date the tax was paid,
whichever is the later. See sections 722
(d) and 322 of the Code. The applica-
tion is required to be filed in duplicate on
Form 991, copies of which are obtainable
at collectors' offices. The regulations
promulgated under section 722 (see
§ 601.106) provide that an applica-
tion must be filed for each year for
which the benefits of section 722 are
claimed and that only one section 722
application for each year may be filed.
Such applications are required to be so
framed as to adequately disclose the
essential facts and issues involved.

(b) Applications for relief under sec-
tion 722 are referred for investigation and
consideration to section 722 field com-
mittees established at the offices of in-
ternal revenue agents in charge. After
completion of investigation and consid-
eration of an application for relief by a
section 722 field committee the taxpayer
is afforded opportunity for a conference
for the consideration of the committee's
findings. After field committee consid-

eration and conference with the tax-
payer, the recommendations of the field
committee are certified to the Excess
Profits Tax Council for review. In the
event that the taxpayer and the field
committee cannot reach an agreement
on the application or where an agree-
ment between the taxpayer and the field
committee is not approved by the Coun-
cil, the taxpayer will be afforded an ade-
quate opportunity to have its case heard
before the Council.

(c) Hearing rules of the Council will
be published when promulgated.

(d) Determinations of the Council are
subject to appeal to The Tax Court of the
United States under the provisions of sec-
tion 732 of the Code.

SUBPART L-RULES

SoU.cE: §§ 601.116 to 601.119 appear at 11
F. R. 177A-34, 14263, as amended at 13 F. R.
2195. Redesignatlon noted at 14 F. R. 5201.

§ 601.116 Formulation. Internal
revenue rules take various forms. The
most Important rules are Issued as regu-
lations and Treasury decisions, pre-
scribed by the Commissioner and ap-
proved by the Secretary. Less im-
portant rules may be issued over the
signature of the Commissioner only.
The channeling of rules varies with the
circumstances. Regulations and Treas-
ury decisions are prepared in the Bureau
by representatives of the appropriate
Deputy Commissioner and the Chief
Counsel for the Bureau. After consid-
eration by the Deputy Commissioner, the
Chief Counsel, and the Commissioner,
they are forwarded to the office of the
General Counsel for the Treasury De-
partment for further consideration.
After being considered by the Tax Legis-
lative Counsel and the General Counsel,
they are submitted to the Secretary or to
an Assistant Secretary for further con-
sideration and final approval. General
notice where required by section 4 of the
Administrative Procedure Act (60 Stat.
237), and in such other instances as may
be desirable is published in the EDERAL
REGISTER of proposed rules (unless all
persons subject thereto are named and
either personally served or otherwise
have actual notice thereof in accordance
with law) and includes (a) a statement
of the time, place, and nature of public
rule-making provisions; (b) reference to
the authority under which the rule is
proposed; and (c) either the terms or
substance of the proposed rule or a de-
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scription of the subjects and issues in-
volved.

§ 601.117 Petition to change rules.
Interested persons are privileged to peti-
tion for the issuance, amendment, or re-
peal of a rule and such petitions will be
given careful consideration. Petitions
should be addressed to the Commissioner
of Internal Revenue, Washington 25,
D.C.

§ 601.118 Publication. All internal
revenue regulations and Treasury deci-
sions (whether interpretative or sub-
stantive) are published in the FEDERAL
REGISTER and in the Code of Federal
Regulations. The Treasury decisions are
also published in the semimonthly In-
ternal Revenue Bulletin and the semi-
annual Cumulative Bulletin. In addi-
tion, it is the policy of the Bureau to

publish all rulings and decisions, includ-
ing opinions of the Chief Counsel, which
because they announce a ruling or deci-
sion upon a novel question or upon a
question in regard to which there exists
no previously published ruling or deci-
sion, or for other reasons, are of such
importance as to be of general interest.
It is also the policy of the Bureau to
publish all rulings or decisions which
revoke, modify, amend, or affect in any
manner whatever any published ruling
or decision.

§ 601.119 Executive orders. Executive
orders on matters arising under the in-
ternal revenue laws such as, for example,
inspection of tax returns (see § 600.2 (a)
(1) of this chapter) are ordinarily pre-
pared in the office of the Chief Counsel
for the approval of the President.
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Rules of practice.
Forms.

Part 701-Rules of Practice
Sec.
701.1 .Business hours, time.
701.2 Admission to practice.
701.3 Personal representation in lieu of

counsel.
701.4 Form and style of papers.
701.5 Filing of all documents.
701.6 Proper parties.
701.7 Initiation of a proceeding; petition;

filing; fee; form.
701.11 Docket.
701.12 Service of the petition.
701.14 Answer.
701.15 Reply.
701.16 Joinder of Issue.
701.17 Amended and supplemental plead-

ings.
701.18 Pleadings; general.
701.19 Motions.
701.20 Extensions of time.
701.21 Dismissal.
701.22 Service.
701.23 Substitution of parties; change of

names.
701.24 Counsel; appearance; withdrawal;

substitution; changed address.
701.26 Place of hearing on merits; requests

and designation.
701.27 Hearings; calendars; place, time, no-

tice, attendance, continuances.
701.30 Submission without hearing or ap-

pearance.
701.31 Evidence and the submission of evi-

dence.
701.32 Burden of proof.
701.35 Briefs.
701.40 Transcripts of proceedings.
701.44 Subpenas.
701.45 Depositions.
701.46 Depositions upon written interroga-

tories.

Sec.
701.47 Tender of and objections to deposi-

tions.
701.48 Commissioners of the Tax Court.
701.50 Computations by parties for entry of

decision.
701.51 Estate tax deduction developing after

trial.
701.52 Preparation of record on review;

costs.
701.53 Copies of records; fees for furnishing.
701.60 Fees and mileage.
701.61 Computation of time; Saturdays,

Sundays, and holidays.
701.63 Proceedings based upon disallowance

of claims for refund or relief.
701.64 Renegotiation of war contracts cases.

AUTHORITY: §§ 701.1 to 701.64 issued under
53 Stat. 160, as amended; 26 U. S. C. 1111.

§ 701.1 Business h o u r s, time. (a)
The office of the Clerk of the Court at
Washington, D. C., shall be open during
business hours on all days, except Satur-
days, Sundays, and legal holidays, for
the purpose of receiving petitions, plead-
ings, motions, and the like. "Business
hours" are from 8:45 o'clock a. m. to 5:15
o'clock p. m.

(b) Time, as provided in this and
other sections and in orders and notices
of the Court, means standard time in the
city mentioned except when advanced
time is substituted therefor by law. (See
§ 701.61.)
[10 F. R. 13489, as amended at 13 F. R. 6971]

§ 701.2 Admission to practice. (a)
Applicants who establish to the satisfac-
tion of the Court that they are citizens
of the United States, of good moral char-
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acter and repute, and possessed of the
requisite qualifications to represent
others in the preparation and trial of
cases, may be admitted to practice be-
fore the Court.

(b) All applicants, before being ad-
mitted to practice, must take a written
examination or examinations given by
the Court: Provided, however, That a
current certificate from the Clerk of the
appropriate court, showing that the ap-
plicant is an attorney-at-law who has
been admitted to practice before and is
a member, in good standing of the bar
of the Supreme Court of the United
States or of the highest court of any
State or Territory or of the District of
Columbia, may be accepted in lieu of
examination. The Court, before admit-
ting an applicant to practice, may re-
quire him to take an oral examination
in addition to the written examination.
Any person who has thrice failed a writ-
ten examination given by the Court shall
not thereafter be eligible for admission
to practice before the Court.

(c) An application to be filed must be
on the form provided by the Court. Ap-
plication blanks and other necessary in-
formation will be furnished by the Clerk
of the Court upon request.

(d) An applicant for admission by ex-
amination must be sponsored by at least
three persons theretofore enrolled to
practice before this Court, each of whom
must send his letter of recommenda-
l'ion directly to the Court where it will
be treated as a confidential communica-
tion. The sponsor shall state in his letter
fully and frankly the extent of his ac-
quaintance with the applicant, his opin-
ion of the moral character and repute
of the applicant, and his opinion of the
qualifications of the applicant to prac-
tice before this Court. The Court may
in its discretion accept an applicant with
less than three such sponsors.

(e) The Court will hold an examina-
tion for applicants at its offices in Wash-
ington, D. C., on the second Wednesday
in September of each year and at such
other times and places as it may desig-
nate. The Court will notify each appli-
cant, whose application is in order, of the
time and place at which he is to present
himself for examination, and the appli-
cant must present that notice to the ex-
aminer as his authority for taking an ex-
amination. An applicant seeking to
qualify by examination must accompany
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his application with a fee of $10. (For
name of payee, see § 701.7 (b).)

(f) Corporations and firms will not be
admitted or recognized.

(g) Practitioners before this Court
shall carry on their practice in accord-
ance with the letter and spirit of the
canons of professional ethics as adopted
by the American Bar Association.

(h) The Court may deny admission
to, suspend or disbar any person who in
its judgment does not possess the requi-
site qualifications to represent others,
or who is lacking in character, integrity,
or proper professional conduct. No per-
son shall be suspended for more than 60
days or disbarred until he has been af-
forded an opportunity to be heard. A
Division may immediately suspend any
person for not more than 60 days for
contempt or misconduct during the
course of any proceeding.

(i) The Court may require any practi-
tioner before it to furnish a statement
under oath of the terms and circum-
stances of his employment in any pro-
ceeding. (See § 701.24.)

(j) All persons on the roll of practi-
tioners on January 1, 1943, are enrolled
to practice without further showing or
examination.
[8 F. R. 1781, as amended at 11 F. R. 5441,
13 F. R. 6971]

§ 701.3 Personal representation in lieu
of counsel. Any individual taxpayer or
member of a taxpayer partnership may
appear for himself or such partnership
upon adequate identification to the
Court. A taxpayer corporation may be
represented by a bona fide officer of the
corporation upon permission granted, in
its discretion, by the Court or the Di-
vision sitting.
[2 F. R. 3407]

§ 701.4 Form and style of papers.
(a) All papers filed with the Court shall
be either printed or typewritten, and
shall be fastened on the left side only,
and shall have a caption and a signa-
ture, and copies, as specified in this
section.

(b) Printed papers shall be printed in
10- or 12-point type, on good unglazed
paper, 5/ inches wide by 9 inches long,
with inside margin not less than 1 inch
wide, and with double-leaded text and
single-leaded quotations.

(c) Typewritten papers shall be typed
on only one side of plain white paper,

§ 701.3



Chapter II-The Tax Court of the United States

81/2 inches wide by 11 inches long, and
weighing not less than 16 pounds to the
ream, and shall have no backs or covers.

(d) Citations shall be in italics when
printed and shall be underscored when
typewritten.

(e) The proper caption omitting all
prefixes and titles shall be placed on all
papers filed. The full given name and
surname of each individual petitioner
shall be set forth in the caption, but
without any prefix or title, such as
"Mrs.," "Dr.," etc. The name of the
estate, the trust, or the other person for
whom he acts, shall be given first by each
petitioner who is a fiduciary, followed
then by his own name and pertinent
title, thus: "Estate of John Doe, de-
ceased, Richard Roe, Executor." (See
§§ 701.6 and 701.7 (c) (4) (1) and § 702.2
of this chapter.)

(f) The signature, either of the peti-
tioner or of his counsel, shall be sub-
scribed in writing to the original of all
pleadings, motions, and briefs, and shall
be in individual and not in firm name,
except that the signature of a petitioner
corporation shall be in the name of the
corporation by one of its active officers,
thus: "John Doe, Inc., by Richard Roe,
President." The name and the mailing
address of the petitioner or counsel
actually signing shall be typed or printed
immediately beneath the written signa-
ture.

(g) Four conformed copies shall be
filed with the signed original of every
paper filed, except as otherwise provided
in the regulations in this part. Papers
to be filed in more than one proceeding
(as a motion to consolidate, or in pro-
ceedings already consolidated) shall in-
clude one additional copy for each such
additional proceeding.

(h) All copies shall be clear and legi-
ble, but they may be on any weight paper.
[12 V. R. 7112, as amended at 13 F. R. 69711

§ 701.5 Filing of all documents. Any
document to be filed with the Court, must
be filed in the office of the Clerk of the
Court in Washington, D. C., during busi-
ness hours (see § 701.1): Provided, That
a Division hearing a proceeding may
permit documents pertaining thereto to
be filed at the hearing.
[7 F. R. 4131, as amended at 13 F. R. 6971]

§ 701.6 Proper parties. (a) The pro-
ceeding shall be brought by and in the
name of the person against whom the

Commissioner determined the deficiency
(or liability, as the case may be), or by
and in the full descriptive name of the
fiduciary legally entitled to institute a
proceeding on behalf of such person.

(b) In the event of a variance between
the name set forth in the notice of defi-
ciency or liability and the correct name,
a statement of the reasons for such
variance shall be set forth in the petition.
(See §§ 701.4, 701.7, 701.23.)
[2 F. R. 8407, as amended at 13 F. R. 6971]

§ 701.7 Initiation of a proceeding; pe-
tition; filing; fee; form-(a) Petition-
(1) Filing. A proceeding shall be initi-
ated by filing with the Court a petition
consisting of an original and four com-
plete, accurately conformed, clear copies,
either printed or typed. (See §§ 701.4
and 701.6.)

(2) Improper petition; dismissal. Fail-
ure of a petition to comply with this
section and with §§ 701.4 and 701.6 shall
be ground for dismissal of the proceeding
for failure properly to prosecute.

(See also section 272 (a) and (c), In-
ternal Revenue Code, in regard to abso-
lute statutory time limit on filing.)

(b) Fee for ftling petition. The fee
for filing a petition with the Court shall
be $10, payable at the time of filing.
Make checks, money-orders, etc., payable
to The Treasurer of the United States.

(c) Form of petition. (1) The peti-
tion shall be substantially in accordance
with § 702.2 of this chapter.

(2) It shall be complete in itself so as
fully to state the Issues.

(3) No telegram, cablegram, radio-
gram, telephone call or similar communi-
cation will be recognized as a petition.

(4) The petition shall contain:
(1) A caption in the following form:

TH'E TAX COURT OF TFE UNITED STATES

Docket No. _-

Petitioner

V.

Commissioner of Internal Revenue,
Respondent

PETITION

(ii) Proper allegations showing juris-
diction in the Court.

(iii) A statement of the amount of the
deficiency (or liability, as the case may
be), determined by the Commissioner,
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the nature of the tax, the period for
which determined, and the collection dis-
trict in which the return was filed.

(iv) Clear and concise assignments of
each and every error which the peti-
tioner alleges to have been committed by
the Commissioner in the determination
of the deficiency. Issues in respect of
which the burden of proof Is by statute
placed upon the Commissioner will not
be deemed to be raised by the petitioner
in the absence of assignments of error
in respect thereof. Each assignment of
error shall be numbered.

(v) Clear and concise numbered state-
ments of the facts upon which the peti-
tioner relies as sustaining the assign-
ments of error, except those aSsignments
of error in respect of which the burden
of proof is by statute placed upon the
Commissioner.

(vi) A Prayer, setting forth relief
sought by the petitioner.

(vii) The signature of the petitioner
or that of his counsel. (See § 701.4.)

(viii) A verification by the petitioner:
Provided, That where the petitioner is
sojourning outside the United States or
is a nonresident alien, the petition may
be verified by a duly appointed attorney
in fact, who shall attach to the petition
a copy of the power of attorney under
which he acts and who shall state in his
verification that he acts pursuant to
such power, that such power has not
been revoked, that petitioner is absent
from the United States, and the grounds
of his knowledge of the facts alleged in
the petition. As used herein the term
"United States" includes only the States
and the District of Columbia. A notary
public Is not authorized to administer
oaths, etc., in matters in which he is
employed as counsel. (See Title 1, ch.
5, D. C. Code 1940, and 26 Op. A. G. 236.)

The verification shall contain a state-
ment that the fiduciaries signing and
verifying have authority to act for the
taxpayer.

Where the petitioner is a corporation,
the person verifying shall state In his
verification that he has authority to act
for the corporation.

The signature and the verification to
the petition shall be considered the cer-
tificate of those performing these acts
that there is good ground for the peti-
tion, the proceeding has not been insti-
tuted merely for delay, and it Is not
frivolous.
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(ix) A copy of the notice of deficiency
(or liability, as the case may be), shall be
appended to the petition. If a statement
has accompanied the notice of deficiency,
so much thereof as is material to the is-
sues set out in the assignments of error
likewise shall be appended. If the notice
of deficiency refers to prior notices from
the Bureau, which are necessary to eluci-
date the determination, such parts there-
of as are material to the issues set out
in the assignments of error shall likewise
be appended. (See § 702.2 of this chap-
ter.)
f13 F. R. 6971]

§ 701.11 Docket. Upon receipt of the
petition, the proceeding will be entered
upon the docket and assigned a number
and the parties notified thereof. This
docket number shall be placed by the par-
ties on all papers thereafter filed in the
proceeding and referred to in all corre-
spondence with the Court.
[13 F. R. 6971]

§ 701.12 Service of the petition. Up-
on filing of a petition and the copies, as
prescribed in § 701.7, the Clerk will serve
a copy upon the Commissioner.
[2 F. R. 3408]

§ 701.14 Answer. After service upon
him of a copy of the petition, the Com-
missioner shall have 60 days within which
to file an answer or 45 days within which
to move in respect of the petition. The
answer shall be so drawn as fully and
completely to advise the petitioner and
the Court of the nature of the defense.
It shall contain a specific admission or
denial of each material allegation of fact
contained in the petition and a state-
ment of any facts upon which the Com-
missioner relies for defense or for
affirmative relief or to sustain any issue
raised in the petition in respect of which
issue the burden of proof is, by statute,
placed upon the Commissioner. Para-
graphs of the answer shall be numbered
to correspond to those of the petition to
which they relate. An original and
three copies of the answer shall be filed,
of which the original shall be signed by
the Commissioner or his counsel and the
copies conformed by him. The Clerk
will serve one copy of the answer upon
the petitioner or his counsel of record
by registered mail.
[2 F. R. 3408, as amended by 11 F. R. 5441,
60751

§ 701.15 Reply. (a) If the answer of
the Commissioner sets forth facts upon
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which he relies for affirmative relief, or
contains a statement of the facts upon
which he relies to sustain an issue in re-
spect of which the burden of proof is
placed upon him by statute, the peti-
tioner shall, within 45 days after a copy
of such answer is mailed to him or his
counsel of record by registered mail, file
a reply which shall contain a specific
admission or denial of each material
allegation of fact contained in the answer
and shall set forth any facts upon which
he relies for defense. Each paragraph
contained in the reply shall be numbered
to correspond with the paragraphs of the
answer. An original and four copies of
the reply shall be filed, of which the orig-
inal shall be signed by the petitioner or
his counsel and the copies conformed by
him.

(b) The Court upon motion of the
respondent in which good cause is shown,
or upon its own motion, may require the
verification of any reply.

(c) The Clerk will serve one copy of
the reply upon the Commissioner.
[2 F. R. 3408]

§ 701.16 Joinder o1 issue. A pro-
ceeding shall be deemed at issue upon the
filing of the answer unless a reply is re-
quired under § 701.15, in which event the
proceeding shall be deemed at issue upon
the filing of the reply.
[2 F. R. 3408]

§ 701.17 Amended and supplemental
pleadings. (a) The petitioner may, as
of course, amend his petition at any time
before answer is filed. After answer is
filed, a petition may be amended only by
consent of the Commissioner or on leave
of the Court.

(b) All motions to amend, made prior
to the hearing, must be accompanied by
the proposed amendments or amended
pleading.

(c) Upon motion made, the Court
may, in its discretion, at any time before
the conclusion of the hearing, permit a
party to a proceeding to amend the
pleadings in stated particulars to con-
form to the proof.

(d) When motions to amend are
granted at the hearing, the amendment
or amended pleading shall be filed at the
hearing or with the Court within such
time as the Division may fix. (See
§§ 701.4, 701.19.)
[2 F. R. 3408, as amended at 13 F. R. 6971]

§ 701.18 Pleadings; general. (a) The
Court, upon motion of either party in
which good cause is shown, or upon its
own motion, may order a further and
better statement of the nature of the
claim or defense, or of any matter stated
in any pleading.. Such a motion filed by
a party shall point out the defects com-
plained of and the details desired. If
such order of the Court is not obeyed
within 15 days or within such other time
as the Court may fix, the Court may
strike the pleading to which the motion
was directed or may make such other
order as it deems just.

(b) If no reply is required by this part,
each and every material allegation of
fact set out in the answer shall be deemed
to be denied. Any new or affirmative
matter contained in the reply shall be
deemed to be denied.

(c) Where an answer has been filed,
each and every material allegation of
fact set out in the petition and not ex-
pressly admitted or denied in the answer,
shall be deemed to be admitted. Where a
reply is required by this part and a reply
has been filed, each and every material
allegation of fact set out in the answer
and not expressly admitted or denied in
the reply shall be deemed to be admitted.

(d) Where no answer is filed or where
a reply is required by this part, but no
reply is filed, the adverse party, within
45 days after the expiration of the time
fixed by this part for filing the answer
admission or renial of each material
or the reply, as the case may be, may file
a motion with the Court calling attention
to the fact that the pleading has not been
filed within the specified time and certain
material allegations of fact have not been
denied, and requesting the Court to enter
its order that those particular undenied
allegations shall be deemed to be ad-
mitted. The Court will serve a copy of
this motion upon the other party and is-
sue an order to show cause, returnable
on or before a day certain. If the above
described motion is not filed within the
prescribed time, the allegations of the
pleading to which there was no response
shall be deemed to be denied.
[2 F. R. 34081

§ 701.19 Motions. (a) Motions must
be timely, must fully set forth the alleged
reasons for the action sought and must
be prepared in the form and style pre-
scribed by § 701.4.
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(b) Motions will be acted upon as jus-
tice may require and may, in the discre-
tion of the Court, be placed upon the
motion calendar for argument. (See
§ 701.27 (a) and (c), and § 701.30 (b).)
The Clerk will serve a copy of each mo-
tion upon the opposite party. (See
§ 701.22.)

(c) The filing of a motion shall not
constitute cause for postponement of a
hearing from the date set. (See also
§ 701.27 (c) on motions for continuance.)

(d) If a motion, other than one relat-
ing to the receipt of evidence during trial,
is made orally during trial, the maker
thereof shall promptly reduce it to writ-
ing and file it with the Court unless the
Division sitting directs otherwise.

(e) No motion for rehearing, further
hearing, or reconsideration may, except
by special leave, be filed more than 30
days after the opinion has been served;
and no motion to vacate or revise a de-
cision may, except by special leave, be
filed more than 30 days after the deci-
sion has been entered. Motions covered
by this paragraph shall be separate and
not joined to or made a part of any other
motion.
[13 F. R. 69711

§ 701.20 Extensions of time. (a) An
extension of time (except for the abso-
lute time limit on filing of the petition,
see section 272 (a) and (c), Internal
Revenue Code, and except as otherwise
provided in the rules in this part) may
be granted by the Court within its dis-
cretion upon a timely motion filed in
accordance with the rules in this part
setting forth good and sufficient cause
therefor or may be ordered by the Court
upon its own motion.

(b) If a motion is filed or an order is-
sued in respect to the adequacy of any
petition, the time prescribed in § 701.14
shall begin to run from the date upon
which the Court takes final action with
respect to the motion or the order unless
the Court orders otherwise. The time
for reply shall be similarly extended in
the case of a motion or an order with
respect to the adequacy of an answer
unless the Court orders otherwise.

(c) Any extension of time for filing a
brief shall correspondingly extend the
time for filing all other briefs yet to be
filed in that proceeding unless the Court
orders otherwise. (See §§ 701.19, 701.22
and 701.35.)

(d) For continuances see § 701.27 (c).
[13 P. R. 69721

§ 701.21 Dismissal. A proceeding may
be dismissed for cause upon motion
of either party or of the Court. (See
§ 701.7 (a) (2).)
[2 F. R. 3409, as amended at 13 F. R. 6972]

§ 701.22 Service--(a) Upon petitioner.
If there is no counsel of record, service
will be made upon the petitioner.

(b) Upon first counsel of record. Serv-
ice upon any counsel of record will be
deemed service upon the party, but,
where there are more than one, service
will be made only upon counsel for peti-
tioner whose appearance was first en-
tered of record-unless the first counsel
of record, by writing filed with the Court,
designates other counsel to receive serv-
ice, in which event service will be so
made.

(c) Upon respondent. Service may be
made upon any named respondent in
person, upon deputies duly designated
by him to accept service, or upon counsel
appearing for the respondent in the pro-
ceeding. (See §§ 701.12, 701.14, and
701.15.)
[12 F. R. 7112]

§ 701.23 Substitution o1 parties;
change of names-(a) Successor fiduci-
aries; certificate needed. A motion shall
be filed to substitute parties who are suc-
cessor fiduciaries and shall be supported
by a certificate of the proper court or
official showing the appointment and
qualification of the party who seeks to
be substituted. (See §§ 701.4 and 701.19.)

(b) Change in name; certificate
needed. A motion shall be filed to amend
the pleadings to show a change in the
names of a corporation or other party
and shall be supported by a proper of-
ficial certificate or copy of the decree or
other document by which the change was
effected, duly certified by the official hav-
ingits custody. (See §§ 701.4 and 707.19.)
(c) Waiver of certificate. No certifi-

cate need be filed, unless required by
Court order, if the respondent consents
to a change as described in paragraphs
(a) and (b) of this section.

(d) Court order. The Court, on mo-
tion of a party or upon its own motion,
may order the substitution of proper par-
ties upon the death of a petitioner, where
a mistake in the name or title of a party
appears, or for other cause.
[13 P. R. 6972]

§ 701.24 Counsel; appearance; with-
drawal; substitution; changed address-
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(a) Entry of appearance. (1) Counsel
enrolled to practice before this Court
may enter his appearance by subscrib-
ing the initial petition.

(2) Counsel may later enter his ap-
pearance only by filing in duplicate, an
entry of appearance which shall be
signed by counsel individually, shall
show his mailing address, and shall state
that he is enrolled to practice before this
Court. Form 305 should be obtained
from the Court and used.

(3) Counsel not properly enrolled to
practice before this Court will not be
recognized except by special leave of the
Court granted at a hearing and then
only where it appears that counsel can
and will promptly become enrolled.
(See §§ 701.2, 701.4 (f) and 701.7 (c) (4)
(vii).)

(b) Withdrawal o1 counsel. Counsel
of record in any proceeding desiring to
withdraw, or any petitioner desiring to
withdraw counsel of record, must file a
motion with the Court requesting leave
therefor reciting that notice thereof has
been given to the client or to the counsel
being withdrawn, as the case may be.
The Court may, in its discretion, deny
such motion.

(c) Substitution of counsel. New
counsel may be substituted by conform-
ing to the provisions of paragraphs (a)
(2) and (b) of this section. (See
§§ 701.2, 701.4, 701.19 and 701.27 (c).)
(See § 701.22 (b) in regard to substitu-
tion of "first counsel of record" for pur-
poses of service.)

(d) Change of address. Notice of any
change in the mailing address of either
counsel or petitioner shall be filed
promptly with the Court, in duplicate.
Separate notices shall be filed for each
proceeding.

Counsel may not act also as notary.
(See § 701.7 (c) (4) (viii).)
[13 F. R. 69721

§ 701.26 Place of hearing on merits;
requests and designation. (a) The peti-
tioner at the time of filing the petition
shall also file a request showing the name
of the place where he would prefer the
hearing on the merits to be held. A copy
of this request will be served upon the
Commissioner by the Clerk of the Court.

(b) If the petitioner has filed no re-
quest the respondent shall file at the time
he files his answer, a request showing the
name of the place preferred by him. A

copy will be served upon the petitioner
by the Clerk of the Court.

(c) These requests shall not be bound
as a part of the petition or answer but
shall be separate therefrom and shall
consist of an original and two copies.

(d) The Court will designate the place
of hearing in accordance with the statu-
tory provision that the time and place of
trial shall be fixed "with as little incon-
venience and expense to taxpayers as is
practicable," and, in all cases, will notify
the parties of the place at which or in the
vicinity of which the hearing on the mer-
its will be held.

(e) If either party desires a change in
designation of the place of hearing he
must file a motion to that effect, stating
fully his reasons therefor. Such motions,
made after the notice of the time of the
hearing has been mailed, will not be
deemed to have been timely filed.

NoTE: The Court will fix the times and
places for its hearings in order to secure
reasonable opportunity to taxpayers to be
heard with as little inconvenience and ex-
pense to taxpayers as is practicable. (Sec-
tion 1105, I. R. C.) Hearings may be held at
any place requested if suitable accommoda-
tions are available and a sufficient number
of cases are ready for hearing there. A par-
tial list of cities where a combination of
these circumstances has Justified a calendar
of hearings recently appears below. It is
published here merely to assist parties in
making requests under this section. The
grouping of certain cities in the list indicates
that if one of those cities is requested, it
may be necessary to hold the hearing at the
other city in order to make up a sufficient
calendar of hearings. Likewise, if sufficient
cases are not ready for hearing in any par-
ticular city requested by taxpayers, or if suit-
able quarters are not available there, the
Court may find it necessary to combine the
hearings requested for that city and hold
them along with the hearings requested for
some other city in the vicinity.

LIST

Alabama: Birmingham; Mobile.
Arkansas: Little Rock (alternative, Memphis,

Tenn.).
California: Los Angeles; San Francisco.
Colorado: Denver.
District of Columbia: Washington.
Florida: Jacksonville; Miami; Tampa (alter-

native, Miami).
Georgia: Atlanta.
Hawaii: Honolulu (alternative, Los Angeles

or San Francisco, Calif.).
Illinois: Chicago.
Indiana: Indianapolis.
Iowa: Des Moines.
Kentucky: Louisville.
Louisiana: New Orleans; Shreveport.
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Maine: Portland (alternative, Boston, Mass.).
Massachusetts: Boston.
Michigan: Detroit; Grand Rapids.
Minnesota: St. Paul.
Missouri: Kansas City; St. Louis.
Montana: Helena.
Nebraska: Omaha.
New Jersey: Newark.
New York: Buffalo; New York City.
North Carolina: Greensboro; Raleigh.
Ohio: Cincinnati (alternative, Columbus);

Cleveland; Columbus (alternative, Cin-
cinnati).

Oklahoma: Oklahoma City (alternative,
Tulsa); Tulsa (alternative, Oklahoma
City).

Oregon: Portland.
Pennsylvania: Philadelphia (alternative,

Washington, D. C., or New York, N. Y.);
Pittsburgh.

South Carolina: Charleston, Columbia.
Tennessee: Knoxville (alternative, Atlanta,

Ga.); Memphis; Nashville.
Texas: Dallas; Houston.
Utah: Salt Lake City.
Washington: Seattle; Spokane.
West Virginia: Charleston.
Wisconsin: Madison (alternative, Milwau-

kee); Milwaukee.
(53 Stat. 160; 26 U. S. C. 1111) [8 P. R. 1781,
as amended at 13 F. R. 6972]

§ 701.27 Hearings; calendars; place,
time, notice, attendance, continuances-
(a) Calendars of hearings on motions
and other procedural and subsidiary
matters. (1) If it is necessary for the
Court to hear the parties on matters
other than the merits, the proceeding
will be listed for such hearing on a mo-
tion. calendar which is called in Wash-
ington, D. C., unless good cause for hold-
ing the hearing elsewhere is shown in a
timely motion to the Court. Ordinarily
such calendars will be set for call at
9:30 a. m. (see § 701.1) on Wednesdays
throughout the year, but due notice of
the time and place in each case will be
given to the parties by the Clerk. (See
§ 701.22.)

(2) Attendance at hearings on motion
calendar. If a party fails to appear at
the call of the motion calendar, the Court
will hear the proceeding ex parte. How-
ever, a memorandum or brief stating the
position of the petitioner upon the pend-
ing motion will be accepted, when the
failure of the petitioner to appear is
justified by distance, shortness of time,
or other good reason stated in such
memorandum or brief.

(3) Where the motion or order is di-
rected to defects in a pleading, prompt
filing of a proper pleading correcting the
defects may obviate the necessity of a
hearing thereon.

(b) Calendars of hearings on the
merits. (1) Each proceeding, when at
issue, will be placed upon a calendar for
hearing on the merits in accordance with
§ 701.26 and the Clerk, not less than 30
days in advance, will notify the parties
of the place where and the date and time
when it will be called.

(2) Each proceeding appearing on such
a calendar will be called at the time and
place scheduled. The cases will be called
usually in the order listed, and counsel or
the parties will state their estimate of the
time required for trial or file stipulations
in lieu of' trial. The proceedings for
trial will thereupon be heard in due
course, but not necessarily in the order
listed.

(3) The unexcused absence of a party
or his counsel when a proceeding is called
for hearing on the merits will not be the
occasion for delay. The proceeding may
be dismissed for failure properly to
prosecute or the hearing may proceed
and the case be regarded as submitted on
the part of the absent party or parties.

(4) The Court may require appear-
ance for argument or it may accept briefs
in lieu of personal appearance.

(c) Continuances; motions; merits.
(1) Court action on proceedings set for
hearing on motions or merits will not be
delayed by a motion for continuance un-
less it is timely, sets forth gocd and
sufficient cause and complies with all
applicable rules in this part.

(2) Conflicting engagements of coun-
sel or the employment of new counsel will
never be regarded as good ground for a
continuance unless set forth in a motion
filed promptly after the notice of hearing
has been mailed or unless extenuating
circumstances are shown which the Court
deems adequate. (See § 701.20.)

(d) Reserve calendar. A proceeding
once at issue may, upon motion, be
placed on an inactive list called the
reserve calendar. Good cause must be
shown, as, for example, that the proceed-
ing will be governed by the decision in a
case pending in a higher court. The
proceeding may be placed later on a
hearing calendar by motion of either
party or by the Court on its own motion
when the reason for inaction no longer
exists.
[13 F. R. 69721

. § 701.30 Submission without hearing
or appearance-(a) Submission of cases
without hearing where facts are uncon-
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tested. Any case not requiring a hearing
for the submission of evidence (as, for
example, where sufficient facts have been
admitted, stipulated, or included in the
record in some other way), may be sub-
mitted at any time by notice of the
parties filed with the Court. The parties
need not wait for the proceeding to be
calendared and need not appear in per-
son. The Chairman will then assign the
proceeding to a division for report, which
division, upon request of the parties, will
fix a time for filing briefs or for oral
argument.

(b) Where facts are contested. A
contested motion, not predicated upon
an issue of fact, may be submitted in
the same way. (See, however, § § 701.27a,
701.31.)
[2 F. R. 3409, as amended at 13 F. R. 6972]

§ 701.31 Evidence and the submission
of evidence-(a) Rules applicable. The
proceedings of the Court and its Divi-
sions will be conducted in accordance
with the rules of evidence applicable in
the courts of the District of Columbia in
the type of proceedings which prior to
September 16, 1938, were within the ju-
risdiction of the courts of equity of said
District.

(b) Stipulations. (1) The parties by
stipulation in writing filed with the Court
or presented at the hearing, may agree
upon any facts involved in a proceeding.
Stipulations filed need not be formally
offered to be considered in evidence.
Written stipulations shall be filed in du-
plicate. Duplicates of exhibits appended
to the stipulation need not be provided
unless requested.

(2) Both parties shall endeavor to
stipulate evidence to the fullest extent
to which either complete or qualified
agreement can be reached. If all evi-
dence lending itself to stipulation, as,
for example, entries or summaries from
books of account and other records, has
not been stipulated at the time the
notice of the date of the hearing is
mailed, then the party desiring to in-
troduce such evidence shall confer
with his adversary or opposing counsel
promptly after receipt of the hearing
notice, in an effort to stipulate such
facts. Any objection to the relevancy
of a particular part or all of a stipula-
tion should be noted in the stipulation,
but the Court will give consideration to
any objection to the relevancy of stipu-
lated facts made at the hearing. The

819596-49-31

Court may set aside a stipulation where
justice requires, but will not receive
evidence tending to qualify, change, or
contradict any fact properly introduced
into the record by stipulation.

(c) Depositions must be offered. Tes-
timony taken by deposition will not be
considered until offered and received in
evidence.

(d) Exhibits. Exhibits attached to a
stipulation or a deposition shall be num-
bered serially, i. e., 1, 2, 3, etc., if offered
by the petitioner; shall be lettered seri-
ally, i. e., A, B, C, etc., if offered by the
respondent; and shall be marked serially,
i. e., 1-A, 2-B, 3-C, etc., if offered as a
joint exhibit.

(e) Documentary evidence. (1) When
books, records, papers, or documents have
been received in evidence, a copy there-
of or of so much thereof as may be mate-
rial or relevant may, in the discretion of
the Division holding the hearing, be sub-
stituted therefor.

(2) After the decision of the Court in
any proceeding has become final, the
Court may, upon motion, permit the
withdrawal by the party entitled thereto
of original exhibits, or the Court may, on
its own motion, make such other disposi-
tion thereof as it deems advisable.

(f) Not evidence. Statements in the
petition, ex parte affidavits and briefs
do not constitute evidence.

(g) Failure of proof. Failure to ad-
duce evidence in support of the material
facts alleged in the petition and denied
by the Commissioner in his answer will
be ground for dismissal. Where there is
a joinder of issue on questions of fact, the
provisions of § 701.30 do not relieve the
party upon whom rests the burden of
proof from properly producing evidence
to support the issues.
[2 F. R. 3409, as amended at 6 P. R. 1684, 8
F. R. 1781, 10 F. R. 13489]

§ 701.32 Burden of proof. The bur-
den of proof shall be upon the petitioner,
except as otherwise provided by statute
and except that in respect of any new
matter pleaded in his answer, it shall be
upon the respondent.
[3 F. R. 97]

§ 701.35 Briefs. (a) The parties
should be .prepared to make oral argu-
ments at the conclusion of the hearing
or to file written citations of authorities
at that time if the Division so directs.
The filing of briefs and the making of
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oral arguments shall be In accordance
with the directions of the Judge presid-
ing at the hearing. If the Division does
not direct otherwise, each party shall
have 45 days after the day on which the
hearing was concluded within which to
file a brief and either party may file a
reply brief within 15 days after the filing
of the original brief by his opponent.
After a brief has been filed, the Clerk will
serve a copy upon the opposite party,
unless the brief bears a notation that a
copy has already been served. (See
§ 701.20 (c).)
(b) If briefs are typewritten, an origi-

nal and two copies shall be filed; if
printed, 20 copies. Each brief shall con-
tain on its front flyleaf a table of con-
tents with page references, supplemented
by a list of all citations, alphabetically
arranged as to cases cited, together with
references to pages. Citations shall be
in italics, when printed, and underscored,
when typewritten. Briefs must be signed.
(See § 701.4 f).)
(c) The form of all briefs shall be as

follows:
(1) A statement of the nature of the

controversy, the tax involved, and the
issues to be decided.

(2) (1) The party having the burden
of proof shall set forth complete state-
ments of the facts based upon the evi-
dence. Each statement shall be num-
bered, shall be complete in itself, and
shall consist of a concise statement of
the essential fact and not a discussion
or argument relating to the evidence or
the law. Reference to the pages of the
transcript or the exhibits relied upon in
support thereof shall be inserted after
each separate statement.

(II) If the other party disagrees with
any or all of the statements of fact, he
shall set forth each correction which he
believes the evidence requires and shall
give the same numbers to his statement
of fact as appear in his opponent's brief.
His statement of fact shall be set forth in
accordance with the requirements of this
section.

(3) A concise statement of the points
upon which the party relies.

(4) The argument shall set forth the
points of law relied upon and any dis-
cussion of the evidence deemed neces-
sary to support the statement of fact.
(See § 701.4.)
[2 F. R. 3410, as amended at 4 F. R. 471, 8
F. R. 1781, 12 F. R. 7112, 13 F. R. 6972]

§ 701.40 Transcripts o proceedings.
Hearings before the Court or its divi-
sions shall be stenographically reported
and a transcript thereof shall be made
If, in the opinion of the Court or of the
Division holding the hearing, a perma-
nent record of the hearing is deemed
necessary. Transcripts shall be supplied
to the parties and to the public by the
official reporter at such rates as may be
fixed by contract between the Court and
the reporter.
[2 F. R. 3410]

§ 701.44 Subpenas-(a) How issued.
The party desiring a subpena must make
a timely application therefor, in writing.

(b) Application. The application shall
state the name and address of each wit-
ness required, the time and place at
which and the officer before whom he is
to appear, and whether he may designate
some one to appear in his place. Only
the original of the application need be
filed. (See § 702.3 of this chapter.)

(c) For production of documents. If
evidence other than oral testimony is
required, such as documents or written
data, the application shall set forth in
tabular form the specific matter to be
produced and sufficient facts to indicate
that each item is. reasonably necessary
to establish the cause of action or de-
fense of the applicant.

(d) Service and proof. The Court
will not serve subpenas, but will leave
service to be procured by the party mak-
ing the applicat'lon. Service may be
made by any citizen of the United States
over the age of 21 years and competent
to be a witness, and not a party to or in
any way interested in the proceeding.
Proof of service may be made by affi-
davit.
[2 F. R. 3410, as amended at 9 F. R. 7046,
13 F. R. 6972]

§ 701.45 Depositions-(a) Applica-
tion to take. When either party desires
to take a deposition, he shall file with the
Court a verified application and two con-
formed copies, together with an addi-
tional copy for each additional docket
number involved. The Court upon re-
quest will furnish forms for this purpose.
If the space in the form furnished by the
Court is Inadequate for setting forth the
reasons in support of the application in
any particular case, a substitute form
may be used, but the substitute must
contain all of the information called for
on the Court's form. (See § 702.5.)
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(b) Limitation on time for application
to take. Applications to take depositions
must be filed at least 30 days prior to the
date set for the hearing of the proceed-
ing, and such depositions must be com-
pleted and filed with the Court at least
10 days prior to the hearing: Provided,
Such applications will not be regarded as
sufficient ground for the granting of a
continuance from the date or place of
the hearing theretofore set, unless the
proceeding shall have been at issue less
than 60 days and the motion for con-
tinuance shall have been filed not less
than 20 days prior to said date of hear-
ing: Provided further, That under spe-
cial circumstances, and for good cause
shown, the Court may otherwise order.

(c) Qualilication of officer. The offi-
cer before whom depositions are taken
must be authorized to administer oaths.
(Sec. 3632, I. R. C.) In no case shall a
deposition be taken before any person
who has any office connection or business
employment with either party or his
counsel except by consent of the parties
and when no other officer is available,
and in his certificate of return to such
deposition such officer shall so certify.

(d) Order for taking. Upon receipt of
such application, the Clerk will serve a
copy thereof on the opposite party, and
allow a reasonable time for objection
thereto. Thereafter, the Court will, in
its discretion, make an order, a copy of
which will be mailed or delivered to the
parties or their counsel, wherein the
Court will name the witness whose dep-
osition is to be taken and specify the
time when, the place where, and the offi-
cer before whom the witness is to testify,
but such time, place, and officer specified
in the Court's order may or may not be
the same as set forth in the application.
The applicant shall thereupon make all
necessary arrangements for the taking of
each deposition and shall furnish the
officer before whom it is to be taken with
a copy of the order above mentioned.

(e) By stipulation. At any time after
issue is joined, the parties or their coun-
sel may, by stipulation duly signed and
filed, take depositions. In such cases,
the stipulation shall state the name and
address of each witness, the time when
and the place where such depositions will
be taken, and the name, address, and
official title of the officer before whom
it is proposed to take the depositions.
In such cases, no order to take deposi-
tions will be issued, but they shall be

taken and returned by the officer in ac-
cordance with the rules of the Court.

(f) Manner of taking. (1) Each wit-
ness must first take the oath or affirm.
The questions propounded to him and
his answers must be recorded verbatim.

(2) Objections to questions or answers
shall be explicitly but briefly and con-
cisely stated and recorded without any
unnecessary comment, explanation, or
argument by counsel for either party.

(g) Other witnesses to be excluded.
At the request of either party, a person
whom either expects or intends to call
as a witness in the same or any related
proceeding shall be excluded from the
room where the testimony of a witness is
being taken. If such person remains in
the room or within hearing of the exam-
ination after such request has been made,
he shall not thereafter be permitted to
testify except by the consent of the party
who requested his exclusion.

(h) Depositions to be signed. The
testimony of the witness when tran-
scribed shall be read to or by him and
shall be signed by him. (See § 702.6 of
this chapter.)

(1) Form in which depositions must
be returned to the Court. (1) When a
deposition is returned to the Court it
must show the docket number and the
caption (the names of the parties) of
the proceeding as appears in the Court's
records, the place and date of taking,
the name of the witness, the party by
whom called, the names of counsel pres-
ent, indicating which party each counsel
represents, and (in the body of the dep-
osition) the name of counsel examining
or cross-examining the witness.

(2) The officer must so fasten the
sheets of the deposition that they can-
not be tampered with. He must spare
no pains to return to the Court the exact
testimony he has taken. All exhibits
must be carefully marked so as to be
capable of identification, and when prac-
ticable must be attached to the deposi-
tion.

(3) The officer must properly execute
and attach to the deposition a certificate
of return in the form prescribed. (See
§ 702.6.)

(j) Return. The officer must enclose
the original depositions and exhibits, to-
gether with two copies of the depositions,
in a sealed packet, with postage or other
transportation charges prepaid, and di-
rect and forward the same to The Tax
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Court of the United States, Washington
4, D. C. In each case, the original of
the depositions must be directed and for-
warded to the Court. The officer may,
however, upon written request, deliver
a copy of the depositions to either or to
both of the parties, or to their represen-
tatives, in lieu of sending such copies to
the Court as provided in this paragraph.
If one or both of the required copies are
delivered by the officer taking the depo-
sitions, he shall attach to his return the
written request of the party or parties,
or of their counsel to whom such copy or
copies were delivered, and shall state
in his certificate of return the fact of
delivery by him of such copy or copies.
If copies of the depositions are delivered
by the officer taking the same, no service
of copies of such depositions upon the
party or his counsel of record will be
made by the Court.
[2 F. R. 3410, as amended at 6 F. R. 1684, 8
F. R. 1781]

§ 701.46 Depositions upon written in-
terrogatories. (a) Depositions may be
taken in the discretion of the Court upon
written interrogatories in substantially
the same manner as provided in § 701.45
for depositions upon oral examination.
An original and five copies of the inter-
rogatories must be filed with the appli-
cation. The Clerk will serve one copy of
the application and of the interroga-
tories upon the opposite party. If the
opposite party desires to file objections
or cross-interrogatories, he must do so
within 15 days after the application and
interrogatories have been served upon
him. Cross-interrogatories must consist
of an original and five copies. The Clerk
will serve one copy thereof upon the
opposite party who, If he has any objec-
tion thereto, must file his objections
within 15 days thereafter. The applica-
tion and the interrogatories must be filed
in sufficient time to allow for objections,
cross-interrogatories, and objections
thereto as provided above, and for filing
of the complete depositions at least 10
days prior to the hearing.

(b) No person other than the witness,
a stenographic reporter, and the officer
taking the deposition upon written in-
terrogatories and cross-interrogatories
shall be present at the examination of
the witness. This fact shall be certified
by the officer taking the deposition.
That officer shall propound the inter-
rogatories and cross-interrogatories to

the witness in their order and cause the
testimony to be reduced to writing in
the witness' own words.

(c) Depositions obtained in foreign
countries must be taken upon written
interrogatories, except as otherwise di-
rected by the Court for cause shown.
[2 F. R. 3411, as amended at 8 F. R. 1781,
10 F. R. 13490]

§ 701.47 Tender of and objections to
depositions. (a) The deposition of any
witness whether taken upon oral exami-
nation or upon written interrogatories
shall not constitute a part of the record
until offered and received in evidence
(see § 701.31), but the consideration of
any objections to the receipt of a deposi-
tion or any part thereof will be limited
as set forth in this section.

(b) Where depositions are taken upon
oral examination objections to the com-
petency of a witness or to the compe-
tency, relevancy or materialty of testi-
mony may be made at the hearing, even
though not noted at or before the taking
of the deposition, unless the ground
for the objection is one which might
have been obviated or removed if pre-
sented at or before the time of the
taking of the deposition. Objections di-
rected to errors and irregularities in the
manner of taking the deposition, in the
form of any question or answer, In the
oath or affirmation, or in the conduct
of parties, and errors of any kind which
might have been obviated, removed or
cured if promptly presented will not be
considered unless made at the taking of
the deposition. (See § 701.45 (f).)

(c) No objections to written interroga-
tories or cross-interrogatories will be
considered subsequent to the taking of
the deposition unless they have been
made in the manner and within the
time prescribed therefor by § 701.46.

(d) Errors or irregularities in the
manner in which the testimony is trans-
scribed or the deposition is prepared,
signed, certified, sealed, endorsed, trans-
rmitted, filed or otherwise dealt with by
the officer under §§ 701.45 and 701.46
shall not form the basis for objections
but questions in respect thereto shall be
raised on a motion to suppress the de-
position in whole or in part made with
reasonable promptness after such defect
is or with due diligence might have been
ascertained.
[8 F. R. 1781]
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§ 701.48 Commissioners of the Tax
Court. (a) The term "commissioner" as
used in this section applies to any attor-
ney on the legal staff of this Court who
shall have been designated by the Pre-
siding Judge as a "commissioner in a
particular case" pursuant to section 1114
of the Internal Revenue Code, as
amended by section 503 of the Revenue
Act of 1943.

(b) The commissioner shall conduct
the hearing in such case in accordance
with the Court's rules of practice. He
shall rule upon objections and other evi-
dentiary matters in accordance with the
rules of evidence as provided in section
1111, and shall exercise such further and
incidental authority, including the issu-
ance of subpoenas, as may be necessary
for the conduct of the hearing.

(c) (1) Unless otherwise directed the
parties shall have 30 days from the clos-
ing of proof in the case for filing pro-
posed findings of fact. Such findings of
fact shall be prepared in the manner and
form prescribed in § 701.35 (c) (2) (i).

(2) Upon the filing by the parties of
their proposed findings of fact, the com-
missioner shall prepare and file a report
of his findings of fact based upon the evi-
dence in the case, and a copy thereof
shall be served upon each party.

(3) Within 20 days from the filing of
the commissioner's proposed findings of
fact the parties shall file exceptions to all
findings to which they object, which ex-
ceptions will be considered by the Divi-
sion to which the case is assigned.

(d) Unless otherwise directed by the
Court, the parties shall have 45 days
from the date of the filing of the com-
missioner's proposed findings of fact
within which to file briefs, and 15 days
additional within which to file reply
briefs. Each brief shall be prepared in
the manner and form prescribed in
§ 701.35.

(e) Upon motion of either party made
not later than at the time of filing the
final brief, or upon its own motion, the
Division to which the case is assigned
may in its discretion direct oral argu-
ment and set a date therefor.
[9 F. R. 7046, as amended at 13 F. R. 6973]

§ 701.50 Computations by parties for
entry of decision. (a) Where the Court
has promulgated or entered its opinion
determining the issues in a proceeding,
it may withhold entry of its decision for
the purpose of permitting the parties to

submit computations pursuant to the
Court's determination of the issues,
showing the correct amount of the defi-
ciency or overpayment to be entered as
the decision. If the parties are in agree-
ment as to the amount of the deficiency
or overpayment to be entered as the de-
cision pursuant to the report of the
Court, they or either of them shall file
promptly with the Court an original and
two copies of a computation showing the
amount of the deficiency or overpayment
and that there is no disagreement that
the figures shown are in accordance with
the report of the Court. The Court
will then enter its decision. If, however,
the parties are not in agreement as to the
amount of the deficiency or overpayment
to be entered as the decision, in accord-
ance with the report of the Court, either
of them may file with the Court a com-
putation of the deficiency or overpay-
ment believed by him to be in accord-
ance with the report of the Court. The
Clerk will serve a copy thereof upon the
opposite party, will place the matter
upon a motion calendar for argument in
due course, and will serve notice of the
argument upon both parties. If the
opposite party fails to file objection, ac-
companied by an alternative computa-
tion, at least 5 days prior to the date of
such argument, or any continuance
thereof, the Court may enter decision in
accordance with the computation already
submitted. If in accordance with this
section computations are submitted by
the parties which differ as to the amount
to be entered as the decision of the
Court, the parties will be afforded an
opportunity to be heard in argument
thereon on the date fixed, and the Court
will determine the correct deficiency or
overpayment and enter its decision.

(b) Any argument under this section
will be confined strictly to the consider-
ation of the correct computation of the
deficiency or overpayment resulting from
the report already made, and no argu-
ment will be heard upon or consideration
given to the issues or matters already dis-
posed of by such report or of any new
issues. This section is not to be regarded
as affording an opportunity for rehear-
ing or reconsideration.
[2 F. R. 3411, as amended at 13 F. R. 6973]

§ 701.51 Estate tax deduction develop-
ing alter trial. If the parties in an estate
tax proceeding are unable to agree under
§ 701.50 or under a remand upon a de-
duction involving expenses incurred at
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or after the trial, the petitioner may
move to reopen the case for further hear-
ing on that issue provided it is raised in
the petition or by amendment thereto.
[13 F. R. 6973]

§ 701.52 Preparation of record on re-
view; costs. (a) Immediately after the
contents of a record on review have been
settled or agreed to, the Clerk will notify
the petitioner of the costs and charges
for the preparation, comparison, and
certification of said records; such charges
to be determined in accordance with the
provisions of Section 1133, Internal Rev-
enue Code, and the act of September 27,
1944, 58 Stat. 743.

(b) No transcript will be certified and
transmitted to the appellate court until
the costs and charges therefor have been
paid. (For name of payee, see § 701.7
(b).)

(c) A petitioner for review who re-
quests the Clerk to certify but not to
prepare documents for transmission to a
United States Court of Appeals shall fur-
nish the Clerk with the copies of the doc-
uments to be certified, if duplicates are
not already in the record. (See §§ 701.4
(g) and 701.31 (b).) (For statutory pro-
visions relating -to Court Review of Tax
Court decisions see Subchapter B, Sec-
tion 1140 et seq., I. R. C. For forms of
bonds, see § § 702.7 and 702.8 of this chap-
ter. The rules of the appellate court to
which the appeal Is being taken should
be consulted.)
[13 F. R. 6973]

§ 701.53 Copies of records; lees fot
furnishing. A plain or a certified copy
of any document, record, entry, or other
paper pertaining to a proceeding before
this Court may be had upon application
to the Clerk, the fee to be charged and
collected therefor to be determined in
accordance with the provisions of sec-
tion 1133, Internal Revenue Code, and
the act of September 27, 1944, 58 Stat.
743.
[11 F. R. 5441]

§ 701.60 Fees and mileage. (a) Sec-
tion 1115 of the Internal Revenue Code
provides:

(a) Amount. Any witness summoned or
whose deposition is taken under section 1114
shall receive the same fees and mileage as
witnesses in courts of the United States.

(b) Payment. Such fees and mileage and
the expenses of taking any such deposition
shall be paid as follows:

(1) Witnesses for Commissioner. In the

case of witnesses for the Commissioner, such
payments shall be made by the Secretary out
of any moneys appropriated for the collec-
tion of internal-revenue taxes, and may be
made in advance.

(2) Other witnesses. In the case of any
other witnesses, such payments shall be
madp, subject to rules prescribed by the Tax
Court, by the party at whose instance the
witness appears or the deposition is taken.

(b) No witness, other than one for
the Commissioner, shall be required to
testify in any proceeding before the
Court until he shall have been tendered
the fees and mileage to which he is en-
titled in accordance with the provision of
law in this section.
[2 F. R. 3412]

§ 701.61 Computation of time; Satur-
days, Sundays, and holidays. (a) The
day of the act, event, or default starting
any period of time prescribed or allowed
by the regulations: in this part or by an
order of this Court shall not be counted
as a part of the ;period, but Saturdays,
and Sundays, and, legal holidays in the
District of Columbia shall count Jusb as
any other days, except that when the pe-
riod would expire on a Saturday, Sunday,
or legal holiday in the District of Co-
lumbia, it shall extend to and include the
next succeeding day that is not a Satur-
day, Sunday or such legal holiday.

(b) The following-named days are
legal holidays within the District of
Columbia:

New Year's Day, January 1 (28 Stat. 96; 5
U. S. C. 87).

Washington's Birthday, February 22 (5
U. S. C. 87).

Inauguration Day, every fourth year (48
Stat. 879; 3 U. S. C. 41. D. C. Code, Title 22,
sec. 126).

Decoration Day, May 30 (5 U. S. C. 87).
Fourth of July (5 U. S. C. 87).
Labor Day, first Monday in September (5

U. S. C. 87).
Armistice Day, November 11 (Act of May

13, 1938, 52 Stat. 351).
Thanksgiving Day, fourth Thursday of

November, Joint Resolution approved Decem-
ber 26, 1941 (55 Stat. 862; 5 U. S. C. 87).

Christmas Day, December 25 (5 U. S. C. 87).

When legal holidays fall on Sunday
the next day shall be a holiday (D. C.
Code, Title 22, sec., 126).
[2 F. R. 3412, as amended at 7 F. R. 4131, 11
F. R. 5441]

§ 701.63 Proceedings based upon dis-
allowance of claims for refund or relief.
All of the rules of practice, with appro-
priate changes in wording wherever nec-
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essary, shall apply to proceedings involv-
ing the disallowance of claims for refund
or relief over which this Court has juris-
diction. Petitions in such cases shall
have attached to them a copy of the no-
tice of disallowance, together with what-
ever statements may accompany that no-
tice, and shall also have attached to them
a copy of the claim or application for
refund or relief. In cases where no ap-
peal lies from the decision of the Tax
Court a copy of the claim or application
need be attached only to the original and
first copy of the petition.
[11 F. R. 5441, as amended at 11 F. R. 60751

§ 701.64 Renegotiation of war con-
tracts cases. (a) Except as otherwise
prescribed by this section, proceedings
for the redetermination of excessive
profits under the Renegotiation Act'
shall be governed by the existing regu-
lations in this part. Where any of the
existing regulations or the matter con-
tained in the appendix thereto refer to
the Commissioner, such regulations and
the matter in the appendix, when ap-
plied to a proceeding for the redetermi-
nation of excessive profits under the
Renegotiation Act, shall refer to the War
Contracts Price Adjustment Board or
to the Secretary as defined and used in
that act. Similarly references to the tax-
payer shall refer to the contractor or
subcontractor; references to tax shall re-
fer to profits under a contract or sub-
contract subject to renegotiation, or to
excessive profits thereunder, dependent
upon context; and references to the de-
termination of a deficiency, or a notice
of such determination, shall refer to the
order of the Board or the Secretary de-
termining the amount of excessive
profits.

(b) (1) A proceeding for the redeter-
ruination of excessive profits under the
Renegotiation Act shall be initiated by
the filing of a petition, as provided In
§§ 701.4, 701.6 and the pertinent parts of
§ 701.7. (See § 702.2 of this chapter.)

(2) In proceedings initiated under sec-
tion 403 (e) (1) of the act, the War Con-
tracts Price Adjustment Board shall be
shown as the respondent. In proceedings
initiated under section 403 (e) (2) of the
act, the Secretary as referred to in that
section shall be shown as the respondent.

(3) The petition shall be complete in

I Section 403 of the Sixth Supplemental
National Defense Appropriation Act, 1942, as
amended by section 701, Revenue Act of 1943.

itself so as fully to state the issues. It
shall contain:

(i) A caption in the following form:
THE TAX CouaT OF THE UNITED STATES

Petitioner

V. Docket No.

Respondent

PETITION

(ii) Proper allegations showing Juris-
diction in the Court.

(iii) A statement of the amount of ex-
cessive profits determined by the Board
or the Secretary, as the case may be, the
period for which determined and the
amount thereof in controversy. If the
determination of excessive profits was
made on the basis of a specific contract
or contracts, the petition shall identify
the contract or contracts and shall state
the period covered thereby.

(iv) Clear and concise assignments of
each and every error which the petitioner
alleges to have been committed by the
Board or the Secretary in the determina-
tion of excessive profits. Each assign-
ment of error shall be numbered.

(v) Clear and concise numbered state-
ments of the facts upon which the peti-
tioner relies as sustaining the assign-
ments of error. The allegations of fact
shall contain a statement of the amount
received or accrued during the period in
question under the contracts or subcon-
tracts subject to renegotiation, the costs
paid or incurred with respect thereto and
the profits derived therefrom, the type
and character of business done, and any
other facts pertinent to a determination
of the errors alleged.

(vi) A prayer, setting forth relief
sought by the petitioner.

(vii) The signature of the petitioner or
that of his counsel. (See § 701.4.)

(viii) A verification by the petitioner
in accordance with the applicable provi-
sion of § 701.7 (c) (4) (viii).

(ix) A copy of the notice by the Board,
and a copy of the order of the Board, or
of its delegate, as the case may be, de-
termining the amount.of excessive prof-
its, which notice and order form the
basis for the initiation of the proceeding
under section 403 (e) (1) of the act, or
a copy of the order by the Secretary de-
termining the amount of excessive prof-
its, which order forms the basis for the
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initiation of the proceeding under section
403 (e) (2) of the act, shall be appended
to the petition. If a statement has been
furnished to the petitioner by the Board
or the Secretary setting forth the facts
upon which the determination of exces-
sive profits was based and the reasons
for such determination, a copy of such
statement shall also be appended to the
petition.

(c) Any claim for the redetermination
of an amount of excessive profits greater
than the amount shown in the notice of
determination shall be made by the re-
spondent in his answer filed under
§ 701.14, or in an amendment thereto
filed under § 701.17 at or before the time
of the hearing.

(d) With respect to the matter covered
by § 701.60, attention is directed to sec-
tion 403 (e) (1) of the Renegotiation
Act.
[9 F. R. 3286, as amended at 10 F. R. 8686, 13
F. R. 6973]

Part 702-Forms
See.
702.2 No. 2. Petition.
702.3 No. 3. Application for subpena.
702.5 No. 5. Application for order to take

depositions.
702.6 No. 6. Certificate on return of deposi-

tion.
702.7 Bond with corporate surety.
702.8 Bond; approved collateral.
702.8a Power of attorney and agreement by

corporate appellants.
702.8b Power of attorney and agreement by

individual appellants.

AUTHORITY: §§ 702.2 to 702.8b issued under
53 Stat. 160, as amended; 26 U. S. C. 1111.

§ 702.2 No. 2. Petition. (See §§ 701.4,
701.5, 701.6 and 701.7 of this chapter.)

THE TAX COURT OF THE UNITED STATES
Docket No. ...

--------------------- Petitioner

V.
Commissioner of Internal Revenue,

Respondent
Petition

The above-named petitioner hereby peti-
tions for a redetermination of the deficiency
set forth by the Commissioner of Internal
Revenue in his notice of deficiency (bureau
symbols) dated ----------- , 19_, and as a
basis of his proceeding alleges as follows:

1. The petitioner is (set forth whether
individual, corporation, fiduciary, etc., as
provided in § 701.7) with principal office (or
residence) at -------------------------

(Street) (City)
-- *The return for the period

(State)
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rnal Revenue

here involved was filed with the collector
for the ---- district of----------------

2. The notice of deficiency (a copy of
which is attached and marked Exhibit A) was
mailed to the petitioner on --------- , 19_..

3. The taxes in controversy are (income,
profits, estate, or gift) taxes for the (cal-
endar or fiscal year) year 19-- and in the
amount of -------- dollars (state as exactly
as possible the amount in dispute).

4. The determination of tax set forth in
the said notice of deficiency is based upon
the following errors: (Enumerate specifically
the assignments of error in a concise man-
ner and avoid pleading facts which properly
belong in the succeeding paragraph.)

5. The facts upon which the petitioner
relies as the basis of this proceeding are as
follows: (Here set forth allegations of the
facts relied upon-but not the evidence-in
orderly and logical sequence, with sub-para-
graphs lettered, so as fully to inform the
Court of the issues to be presented and to
enable the Commissioner to admit or deny
each specific allegation.)

Wherefore, the petitioner prays that this
Court may hear the proceeding and (Here
state the relief desired).

(Signed) ..------------------
(Petitioner or counsel)

(Post-office address)
State of-----------------

County of -------------------- ss:
---------------------, being duly sworn,

says that he is the petitioner (if a corpora-
tion, or fiduciary, state title of office or trust
of person verifying and that he is duly au-
thorized to verify the foregoing petition)
above named: that he has read the foregoing
petition, or had the same read to him, and
is familiar with the statements contained
therein, and that the statements contained
therein are true, except those stated to be
upon information and belief, and that those
he believes to be true.

(Signed) --------------------
Subscribed and sworn to before me this

.... day of ----------- 19_
(Signed)------------------

(Official title)
[sEALI

[2 P. R. 3412, as amended at 13 F. R. 6973.
Redesignated at 13 F. R. 6971]

§ 702.3 No. 3. .4pplication for sub-
pena.1

The Tax Court of the United States

ApplicatioL for Subpena

Docket No. -
--------------- , PETITIONER

V.
COMMIsSIONER O1v INTERNAL REVENME,

RESPONDENT
'Application for a subpoena duces tecum

shall be so identified in its title, and shall
be in form similar to the above, and shall
set forth the additional information required
by § 701.44 (c) of this chapter.
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To The Tax Court of the United States
Application is hereby made for the issu-

ance of a subpena for the attendance before
----------------------- at .............
(The Tax Court of the

United States or the
name and official title
of the person author-
ized to take deposi-
tions)

on --------------- at ----------- o'clock
- I m. of the following persons whose oral
testimony is desired on behalf of the

----------------------------- in(Petitioner or respondent)

the above-entitled proceeding:
NAME ADDRESS

Dated ----------- , 19._.

(Signed)
(Post-office address)............

[2 F. R. 3413, as amended at 13 F. R. 6973.
Redesignated at 13 F. R. 6971]

§ 702.5 No. 5. Application for order to
take depositions (See §§ 701.45,701.46.)

The Tax Court of the United States
Docket No. -

-------------- , PETITIONER

V.
COMMISSIONER OF INTERNAL REVENUE,

RESPONDENT

APPLICATION FOR ORDER TO TAKE DEPOSITIONS

To The Tax Court of the United States:
1. Application is hereby made by the above-

named...............................
(Petitioner or respondent)

for an order to take the deposition ..- of the
following-named person --------------

NAME OF WITNESS POST-OFFICE ADDRESS
(a)..................................
(b)..................................
(c).................
(d) .................................

2. It is desired to take the depositions of
the persons above named and each of them
for the following reasons:

2 When the applicant seeks to take deposi-
tions upon written interrogatories the title
of the application shall so indicate and the
application shall be accompanied by an orig-
inal and five copies of the proposed interroga-
tories. The taking of depositions upon writ-
ten interrogatories is not favored, except
when the depositions are to be taken in for-
eign countries, In which latter case any depo-
sitions taken must be upon written inter-
rogatories, except as otherwise directed by the
Court for cause shown. (See § 701.46 of this
chapter.)

819596-49-32

(a) ------------------------------ will
testify to the following material matters:
..........................................

(set forth briefly the matter upon which said
witness will be called to testify)

(b) ------------------------------- will
testify to the following material matters:
..........................................

..........................................

(c) ------------------------------- will
testify to the following material matters:
..........................................

..........................................

(d) ----------------------------- will
testify to the following material matters:
..........................................

..........................................

3. The reasons why
(Petitioner or respondent)

desires to take the testimony of the above-
named persons rather than have them ap-
pear personally and testify before the Court
are as follows: (State specifically reasons for
each witness.)

4. It Is desired to take the testimony of
------------------------------------------

(Names of witnesses)
..........................................

..........................................

on the ---------- day of---------------
19.... at the hour of -------- o'clock ---- m.
(A date sufficiently In advance of the day set
for hearing of the proceedings to enable the
deposition to be completed and filed with the
Court at least 10 days prior to the hearing)
before -------------------------- in the

(State name and title of official)
City of --------------------------- State
of---------------------
at room ..................................

(Give number of room,

street number, and name of building)
5. That .................................

(Name of official before whom

depositions are to be taken)
is a ------------- ------ ,who has no office

(Give official title)
connection or business employment with the
petitioner or his counsel.

Dated ------------------------ 19
(Signed)

(Petitioner or counsel)

(Post-office address)
STATE of.. ........................ ss:

County of ---------------------- ss:
-, 

being

(Petitioner or counsel)
duly sworn, says that the foregoing applica-
tion for order to take depositions 'is made
In good faith and for the reasons therein
stated and that the same is not made for
purposes of delay.

(Signed)
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Subscribed and sworn to before me this
-day of -------------------- 19_.

(Signed) -------------------------------
(Official title)

(SHAL]

[2 F. R. 3413, as amended at 13 F. R. 6973.
Redesignated at 13 F. R. 6971]

§ 702.6 No. 6. Certificate on return of
deposition.
To The Tax Court of the United States:
I; --------------------------. the person

named in the foregoing order to take deposi-
tions, hereby certify:

1. That I proceeded, on the ---- day of
--------------------- A. D. 19.., at the office
of ------------ , in the City of ------------
State of -------------- , at ---- o'clock,
-- m., under the said order and In the presence
of ------------- and ---------------- the
counsel for the respective parties, to take the
following depositions, viz:
--------------------- a witness produced on
behalf of the ----------------------------

(Petitioner or respondent)
--------------- , a witness produced on
behalf of the ----------------------------

(Petitioner or respondent)
-. , a witness produced on

behalf of the -----------------------------
(Petitioner or respondent)

2. That each witness was examined under
oath at such times and places as conditions
of adjournment required, and that the testi-
mony of each witness (or his answers to the
interrogatories filed) was taken stenographi-
cally and reduced to typewriting by me or
under my direction.

3. That after the testimony of each witness
had been reduced to writing the transcript of
the testimony was read and signed by the
witness in my presence, and that each wit-
ness acknowledged before me that his testi-
mony was in all respects truly and correctly
transcribed.

4. That, after the signing of the deposition
in my presence, no alterations or changes
were made therein.

5. That I have no office connection or busi-
ness employment with the petitioner or his
attorney except that of -------------------

(State connection)
objection to which was waived by both parties
to the proceeding.

[SEAL] - - - - - - - - - - - - -
Signature of person taking

deposition)

Official title)

(Post-office address)

NoTE: This form when properly executed
should be attached to and bound with the
transcript preceding the first page thereof.
It should then be enclosed in a sealed enve-
lope, with postage or other transportation
charges prepaid, and addressed to The Tax
Court of the United States, Washington 4,
D.C.
[2 F. R. 3413, asr redesignated at 13 F. R.
6971]
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§ 702.7 Bond with corporate surety.
The following is a satisfactory form of
bond for use in case bond with a corpo-
rate surety approved by the Treasury
Department is to be furnished to stay
the assessment and collection of tax in-
volved In an appeal from a decision of
the Tax Court.

THE TAX COURT OF THE UNITED STATES

Washington, D. C.
Docket No. __

----------------------------------

Petitioner
V.

Commissioner of Internal Revenue,
Respondent

BOND

Know all men by these presents that we
-as 

principal,

and ------------------------- , as surety,
are held and firmly bound unto the above-
named Commissioner of Internal Revenue
and/or the United States of America, in the
sum of $ ----------- (double the deficiency
or such sum as the Tax Court has fixed
upon petitioner's prior motion), to be paid
to the said Comm.sioner of Internal Rev-
enue and/or the United States of America
for the payment of which well and truly to
be made we bind ourselves and each of us and
our successors and assigns Jointly and sev-
erally firmly by these presents. Sealed with
our seals and dated the ---------- day of

-------------, in the Year of our Lord One
Thousand Nine Hundred and-----------

Whereas, the above named
Is filing or is about to file with The Tax
Court of the United States, a petition for
review of the said Court's decision in respect
of the tax liability of the above petitioner for
the taxable year or years -----------------
by the United States Court of Appeals for the

--- Circuit to reverse the de-
cision rendered in the above-entitled cause.

Now, therefore, the condition of this Obli-
gation is such, that if the above-named

-shall file its petition for review
and shall prosecute said petition for review to
effect and shall pay the deficiency as finally
determined, together with any interest, addi-
tional amounts or additions to the tax pro-
vided for by law, then this obligation shall be
void, otherwise the same shall be and remain
in full force and virtue.

-----------------------

By--------------------
(Title)

Attest:
[CORPORATE SEAL- .-----------------------

(Secretary)

By ------------------
(Title)

Attest:
[cORPORATE sAL] ---------------------

(Secretary)
[13 F. R. 69731
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§ 702.8 Bond; approved collateral. A
satisfactory form of bond for use in case
an appellant desires to furnish approved
collateral (Treasury Department Circu-
lar #154), instead of furnishing a cor-
porate surety bond, and also forms of
powers of attorney covering the pledged
collateral are shown below:

THE TAX COURT OF THE UNITED STATES

Washington, D. C.

Docket No. __
------------------------------

Petitioner
v.

Commissioner of Internal Revenue,
Respondent

BOND

Know all men by these presents that
----------------------------- is held and
firmly bound unto the above-named Com-
missioner of Internal Revenue and/or the
United States of America in the sum of

---------------- - --------- )
Dollars, to be paid to the said Commissioner
of Internal Revenue and/or the United States
of America, for the payment of which, well
and truly to be made, the ------------------
------------------- binds itself and its suc-
cessors, firmly by these presents. Sealed
with our seal and dated the ---- day of
--------------------- , in the year of our
Lord One Thousand Nine Hundred and -----

Whereas, the above-named-_
is filing or is about to file with The Tax
Court of the United States, a petition for
review of the said Court's decision in respect
to the tax liability of the above petitioner
for the taxable year or years ----------------
by the United States Court of Appeals for
the ----------- Circuit to reverse the deci-
sion rendered in the above-entitled cause.

Now, therefore, the condition of this obli-
gation is such that if the above-nam ed ------
------------ shall file its petition for review
and shall prosecute said petition for review
to effect and shall pay the deficiency as
finally determined, together with any in-
terest, additional amounts or additions to
the tax provided for by law, then this obli-
gation shall be void, otherwise the same
shall be and remain in full force and virtue.

The above-bounden obligor, in order the
more fully to secure the Commissioner of
Internal Revenue and/or the United States

rt of the United States § 702.8a

in the payment of the aforementioned
sum, hereby pledges as security therefore
bonds/notes of the United States in a sum
equal at their par value to the aforemen-
tioned sum, to wit:.....................
dollars ($ --------------- ), which said
bonds/notes are numbered serially and are
in the denominations and amounts, and are
otherwise more particularly described as fol-
lows:

-which said bonds/notes
have this day been deposited with the Clerk
of The Tax Court of the United States and
his receipt taken therefor.

Contemporaneously herewith the under-
signed has also executed and delivered an
irrevocable power of attorney and agreement
in favor of the Clerk of The Tax Court of the
United States, authorizing and empowering
him, as such attorney to collect or sell or
transfer or assign the above-described
bonds/notes so deposited, or any part thereof,
in case of any default in the performance of
any of the above-named conditions or stipu-
lations.

[CORPORATE SEAL] ......................
By

(Title)

(Secretary)
Approved by....................

(Judge, The Tax Court of
the United States)

Date:

[13 F. R. 6973]

§ 702.8a Power of attorney and agree-

ment by corporate appellants.
Know all men by these presents, that

................. a corporation duly incor-
porated under the laws of the State of
----------------- and having its principal

office In the city of ----------------- State
of ----------------- in pursuance of a reso-
lution of the Board of Directors of said cor-
poration, passed on the -------- day of

-, 19 _ , a duly certified copy
of which resolution is hereto attached, does
hereby constitute and appoint the Clerk of
The Tax Court of the United States as at-
torney for said corporation, for and in the
name of said corporation to collect or to sell,
assign, and transfer certain United States
Liberty bonds, Treasury notes, or other United
States bonds/notes, the property of said cor-
poration, described as follows:
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Title of coupon bonds/notes Total face amount Denomination Serial No. Interest dates

- ---- ---- ----. -----. ------------. -. -------------- ------. -. ------ -- ------. I. . -..- -. ------ ---- -------.- -. ----------------

------------------.-------------.-.--------------------.-.------------------.-.------------------.-.------------------

-------------------.------------.-.--------------------.-.------------------.-.------------------.-.------------------

--------------------------------.-.--------------------.-.------------------.-.------------------.-.------------------

---------. ----------------------. --. ----- ----------- --.I. -. -. -- ------ --------. I.- -. -. --------------. I. ----. -. ------------



Title 26-Internal Revenue

Title of bonds/notes registered
in name of and assigned in Total face amount Denomination Serial No. Interest dates
blank

-- - - -. -- -- - - --. - - -- --- --- - - --- - -. -.- --- -- - -- -- -- -- -- --- .- . - -- - -- -- - -- -- - - - -. -- - . - -- - -- - - - -- -- -- - .-- - .- -- - - -- - -- -- -- -

... . . . . . . .. . . .. .. . . .. . ... .-- --- -- -. . .. . . . . . . .. . . . . . . .-- - - - - -- - - - - .. . . . .. . .... . .. .. ... .-- - - - -- - - - - -- -- --- -- -- ------ -- -

----------- -------------- ------- . .. .. .... .. . ..-- -- ----. .... ... .... .... ... .. .. .... ... .... ...

................................ ...................... .................... ..................... ....................-----

such bonds/notes having been deposited by
it, pursuant to authority conferred by Sec-
tion 1126 of the Revenue Act of 1926, approved
Feb. 26, 1926, and subject to the provisions
thereof, as security for the faithful perform-
ance of any and all of the conditions or stip-
ulations of a certain obligation entered into
by It with the Commissioner of Internal
Revenue and/or the United States under date
of ----------- , which is hereby made a part
thereof, and the undersigned agrees that, in
case of any default in the performance of any
of the conditions and stipulations of such
undertaking, its said attorney shall have full
power to collect said bonds/notes or any part
thereof, or to sell, assign, and transfer said
bonds/notes or any part thereof without
notice, at public or private sale, or to trans-
fer or assign to another for the purpose of
effecting either public or private sale, free
from any equity of redemption and without
appraisement or valuation, notice and right
to redeem being waived, and the proceeds of
such sale or collection, in whole or in part
to be applied to the satisfaction of any dam-
ages, demands, or deficiency arising by reason
of such default, as may be deemed best, and
the undersigned further agrees that the au-
thority herein granted is irrevocable.

And said corporation hereby for itself, its
successors and assigns, ratifies and confirms
whatever its said attorney shall do by virtue
of these presents.

In witness whereof, the ----------------
the corporation hereinabove named, by

(Name and title of officer)
duly authorized to act in the premises, has
executed this instrument and caused the
seal of the corporation to be hereto affixed
this ------------ day of ----------- , 19_.

[CORPORATE SEAL]
By--------------------

Before me, the undersigned, a notary pub-
lic within and for the county of---------
in the State of ---------------------- per-
sonally appeared ------------------------

(Name and title of officer)
and for and in behalf of said------------
corporation, acknowledged the execution of
the foregoing power of attorney.

Witness my hand and notarial seal this
------ 

day of -------------- ,

[NOTARIAL SEAL] ------------------------

(Notary Public)
My commission expires.............

[13 F. R. 6974]

§ 702.8b Power of attorney and agree-
ment by individual appellants.

Know All Men by, These Presents, that I,
(we) --------------------- do hereby con-
stitute and appoint the Clerk of The Tax
Court of The United States as attorney for
me (us), and in my (our) name to collect
or to sell, assign and transfer certain United
States Liberty bonds, Treasury notes, or
other United States bonds/notes, being my
(our) property described as follows:

Title of coupon bonds/notes Total face amount Denomination. Serial No. Interest dates

- - - - . ..-- - - - - - - - - - - - - - - - - - - . . . . . . . . . . . . . . . .-- -- -- - -- - - - - - - - - - - -.-- - - -.-- - - - - - - -- -.. . . . . . . . . . .. . . . . . . . . . . . . . . . . . ..-- - - -

Title of bonds/notes registered
in name of and assigned in Total face amount Denomination Serial No. Interest dates
blank
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such bonds/notes having been deposited by
me (us) pursuant to authority conferred by
Section 1126 of the Revenue Act of 1926, ap-
proved Feb. 26, 1926, and subject to the pro-
visions thereof, as security for the faithful
performance of any and all of the conditions
or stipulations of a certain obligation entered
into by me (us) with the Commissioner of
Internal Revenue and/or the United States
under date of --------------- ,- which Is
hereby made a part thereof, and I (we) agree
that, in case of any default in the perform-
ance of any of the conditions and stipula-
tions of such undertaking, my (our) said
attorney shall have full power to collect said
bonds/notes or any part thereof, or to sell,
assign, and transfer said bonds/notes or any
part thereof without notice, at public or
private sale, or to transfer or assign to an-
other for the purpose of effecting either pub-
lic or private sale, free from any equity of
redemption and without appraisement or
valuation, notice and right to redeem being
waived, and the proceeds of such sale or col-
lection, in whole or in part to be applied to
the satisfaction of any damages, demands,

or deficiency arising by reason of such de-
fault, as may be deemed best, and I (we)
further agree that the authority herein
granted is irrevocable.

And for myself (ourselves), my (our sev-
eral) administrators, executors, and assigns,
I (we) hereby ratify and confirm whatever
my (our) said attorney shall do by virtue
of these presents.

In witness whereof, I (we) hereinabove
named, have executed this instrument and
affixed my (our) seal this ---------- day of
----------------- , 19_.

[sEL]
Before me, the undersigned, a notary pub-

lic within and for the county of
------- in the State of---------------

personally appeared ----------------------
(Name of appellant)

and acknowledged the execution of the fore-
going power of attorney.

Witness my hand and notarial seal this
.... day of ---------------- 19----.

[NOTARIA SEAL] --------------------
(Notary Public)

My commission expires
[13 F. R. 6974]
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CHAPTER I-BUREAU OF INTERNAL REVENUE

DEPARTMENT OF THE TREASURY

Part

1 Basic permits; issuance and proceedings to revoke, suspend or annul.
2 Nonindustrial use of distilled spirits and wine.
3 Bulk sales and bottling of distilled spirits.
4 Labeling and advertising of wine.
5 Labeling and advertising of distilled spirits.
6 Inducements furnished to retailers.
7 Labeling and advertising of malt beverages.
8 Credit period to be extended to retailers of alcoholic beverages.

GROSS REFERENCES: Alcohol Tax Unit: See 26 CFR Part 171.
Bureau of Customs, Department of the Treasury: See 19 CFR Chapter I.
Bureau of Internal Revenue, Department of the Treasury: See 26 CFR Chapter I.
Department of the Army liquor regulations: See 34 CFR 631.1.
Federal Trade Commission: See 16 CFR Chapter I.
Food and Drug Administration, Federal Security Agency: See 21 CFR Chapter I.
Foreign Trade Statistics, Bureau of the Census, Department of Commerce: See 15 CFR

Part 30.
Panama Canal Zone liquor regulations: See 35 CFR Part 6.

NOTE 1: Other regulations issued by the Department of the Treasury appear in Title 19
Chapter I, Title 21 Chapter II, Title 26 Chapter I, Title 31, Title 33 Chapter I, Title 41
Chapter I, Title 46 Chapter I.

NOTE 2: The regulations appearing in this title were originally issued by the Federal Alcohol
Administration which was abolished by Reorganization Plan No. III, Apr. 2, 1940, 5 F. R.
2107, 3 CFR, 1940 Supp. Treasury Order 30, June 12, 1940, 5 F. R. 2212, issued under
sections 2 and 8 of Reorganization Plan No. III (54 Stat. 1232) provided that these regulations
continue in effect as regulations of the Alcohol Tax Unit of the Bureau of Internal Revenue
(26 CFR Part 171).

ABBREVIATIONS: The following abbreviations are used in this chapter:
AT=Alcohol Tax. ATU-Alcohol Tax Unit. TD=Treasury Decision. Fed. Alc.
Adm.=Federal Alcohol Administration.
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Part 1-Basic Permits; Issuance
and Proceedings to Revoke,
Suspend or Annul

Sec.
1.1 Definitions.

BASIC PERMITS

1.20 When required.
1.21 Applications for permits.
1.22 Authorization.
1.23 Recalling permits for correction.
1.24 Duration of permits.
1.25 Changes in ownership, management, or

control of business.
1.26 Denial of permit application.

REVOCATION, SUSPENSION, OR ANNULMENT OF

BASIC PERMITS

1.30 Institution of proceedings.
1.33 Time and place of hearing.
1.35 Orders.

HEARINGS

1.44 Reconsideration of orders.
MISCELLANEOUs

1.50 Service of orders and notices.
1.56 Procedure.
1.57 Subpoenas.
1.58 Depositions.

AUTHORITY: §§ 1.1 to 1.58 issued under 53
Stat. 375; 26 U. S. C. 3176. Statutory pro-
visions Interpreted or applied are cited to
text in parentheses.

CROSS REFERENCES: For modification of the
procedure prescribed in this part, see 26
CFR 171.2. For filing of permits, see 26
CFR 182.230.

§ 1.1 Definitions. In this part the
following words and phrases, unless
otherwise stated, shall be considered as
having the meaning defined In this sec-
tion.

(a) "Act" shall mean the Federal Al-
cohol Administration Act.

(b) "Deputy Commissioner" shall
mean the Deputy Commissioner of In-
ternal Revenue in charge of the Alcohol
Tax Unit.

(c) "District Supervisor", unless
otherwise indicated, shall mean the dis-
trict supervisor of the Alcohol Tax Unit
for that district in which the plant or
premises in question are located.

(d) "Basic permit" shall mean a writ-
ten authorization in the form prescribed
by the Deputy Commissioner setting
forth specifically therein the acts au-
thorized and permitted.

(e) "Permittee" shall mean any per-
son holding a basic permit issued under
the act.

(f) "Respondent" shall mean any per-
son holding a basic permit against which
proceedings for revocation, suspension,
or annulment have been instituted.

(g) "Applicant" shall mean any per-
son who has filed with the district su-
pervisor an application for a basic per-
mit under the act.

(h) "Resale at wholesale" shall mean
a sale to any trade buyer.

(i) Any other term defined In the Fed-
eral Alcohol Administration Act and used
in this section, shall have the same
meaning assigned to it by such act.
[Regs. No. 1, Fed. Al:. Adm., Oct. 9, 1935, as
amended by Treasury Order 30, 5 F. R. 22121

BASIC PERMITS

§ 1.20 When required-(a) Import-
ers of distilled spirits, wine, and malt
beverages. On and after November 23,
1935, no person, except pursuant to a
basic permit Issued under the act, shall:

(1) Engage in the business of im-
porting into the United States distilled
spirits, wine, or malt beverages; or,

(2) While so engaged, sell, offer or
deliver for sale, contract to sell, or ship,
in interstate or foreign commerce, di-
rectly or indirectly or through an affili-
ate, distilled spirits, wine, or malt bev-
erages so imported.

(b) Domestic producers, rectifiers,
blenders, and warehousemen. On and
after November 23, 1935, no person, ex-
cept pursuant to a basic permit issued
under the act, shall:

(1) Engage in the business of distilling
distilled spirits, producing wine, recti-
fying or blending distilled spirits or wine,
or bottling, or warehousing and bottling,
distilled spirits; or,

(2) While so engaged, sell, offer or
deliver for sale, contract to sell, or ship,
in Interstate or foreign commerce, di-
rectly or indirectly or through an affili-
ate, distilled spirits or wine so distilled,
produced, rectified, blended, or bottled,
or warehoused and bottled.

(c) Wholesalers. On and after July
1, 1936, no person, except pursuant to a
basic permit issued under the act shall:

(1) Engage in the business of pur-
chasing for resale at wholesale distilled
spirits, wine, or malt beverages; or,

(2) While so engaged, receive, sell,
offer or deliver for sale, contract to sell,
or ship in interstate or foreign con-
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merce, directly or indirectly or through
an affiliate, distilled spirits, wine, or malt
beverages so purchased.

(d) State agencies. This section shall
not apply to any agency of a State or
political subdivision thereof or to any
officer or employee of any such agency,
and no such agency or officer or em-
ployee thereof shall be required to ob-
tain a basic permit under this section.
(Sec. 3, 49 Stat. 978, as amended; 27 U. S. C.
203) [Regs. No. 1, Fed. Ale. Adm., Oct. 9, 1935,
as amended Feb. 29, 1936, and by Treasury
Order 30, 5 F. R. 2212]

§ 1.21 Applications for permits. (a)
Applications for basic permits to engage
in any of the operations set forth in § 1.20
shall be made on the appropriate form
prescribed by the Deputy Commissioner,
in triplicate, signed and sworn to, and
shall be accompanied by such affidavits,
documents, and other supporting data,
in triplicate, as the Deputy Commis-
sioner shall require. All data, written
statements, affidavits, documents, or
other evidence submitted in support of
the application, or upon hearing thereon,
shall be deemed to be a part of the ap-
plication. All applications shall be filed
by mailing or delivering the same to the
office of the district supervisor. Incom-
plete or incorrectly executed applica-
tions will not be acted upon, but the
applicant shall be entitled to file a new
application, without prejudice, or to com-
plete the application already filed. In
the event of any change in the owner-
ship, management, or control of the
applicant (in case of a corporation, any
change in the officers, directors, or per-
sons holding more than 10 percent of
the corporate stock), after the date of
filing of any application for a basic per-
mit and prior to the issuance of such
permit, the applicant shall notify the
district supervisor immediately of such
change. Copies of the appropriate ap-
plication forms and instructions to ap-
plicants may be secured from the dis-
trict supervisor's office on request.

(b)' An application for basic permit
must be filed, and permit issued to cover
each individual plant or premises where
any of the businesses specified In section
3 of the act is engaged in, such appli-
cation to be filed with and permit issued
by the district supervisor for the district

'Subparagraph (b) also codified as 26
CFR 171.2 (a).

wherein such plant or premises is lo-
cated.
(Sec. 4, 49 Stat. 979; 27 U. S. C. 204) [Regs.
No. 1, Fed. Alc. Adm., Oct. 9, 1935, as amended
by Treasury Order 30, 5 F. R. 2212, T. D. 5411,
9 F. R. 12953]

§ 1.22 Authorization-(a) By whom
issued, amended, denied, suspended, re-
voked, or annulled. (1) The Commis-
sioner of Internal Revenue may issue,
amend, deny, suspend, revoke, and annul
basic permits;

(2) Any Assistant Commissioner of
Internal Revenue, when designated to do
so by the Commissioner, upon consider-
ation of appeals and petitions for review,
may order the district supervisor to
issue, deny, suspend, revoke, and annul
basic permits;

(3) The Deputy Commissioner, upon
consideration of appeals and petitions
for review, may order the district super-
visor to issue, deny, suspend, revoke and
annul basic permits;

(4) District supervisors may: (i) issue,
and amend except as to agency-initiated
curtailment, basic permits, and (ii) deny
applications for initial (original) basic
permits and amendments of such per-
mits;

(5) Hearing Examiners may: (i) make
recommended decisions granting or
denying applications for initial (orig-
inal) basic permits and amendments of
such permits, and (Ii) render decisions
suspending, revoking (in whole or in
part), and annulling basic permits.

(b) Persons entitled to basic permits.
Any person, who on May 25, 1935, held
a basic permit issued by the Federal
Alcohol Control Administration, author-
izing him to engage in business as a dis-
tiller, rectifier, wine producer, or im-
porter, shall be entitled upon application
therefor to a basic permit as distiller,
rectifier, wine producer, or importer,
respectively, conforming to the act and
this part. The application of any other
person for a basic permit shall be
granted and the permit issued by the
district supervisor if the applicant
proves to the satisfaction of the district
supervisor that:

(1) Such person (or in case of a cor-
poration, any of its officers, directors, or
principal stockholders) has not, within
5 years prior to the date of application,
been convicted of a felony under Federal
or State law, and has not, within 3
years prior to date of application, been
convicted of a misdemeanor under any
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Federal law relating to liquor, including
the taxation thereof;

(2) Such person, by reason of his
business experience, financial standing,
and trade connections, is likely to com-
mence operations as a distiller, ware-
houseman and bottler, rectifier, wine
producer, wine blender, importer, or
wholesaler, as the case may be, within a
reasonable period and to maintain such
operations in conformity with Federal
law; and

(3) The operations proposed to be
conducted by such person are not in
violation of the law of the State in which
they are to be conducted.
(Sec. 4, 49 Stat. 979; 27 U. S. C. 204) [Regs.
No. 1, Fed. Alc. Adm., Oct. 9, 1935, as amended
by Treasury Order 30, 5 F. R. 2212, T. D. 5550,
12 F. R. 16491

§ 1.23 Recalling permits for correc-
tion. Whenever it shall be discovered
that any basic permit has been issued
authorizing acts, or combinations of acts,
which may not properly, under the law
and regulations, as now or hereafter in
force, be authorized, or that any material
mistake has occurred in the issuance
thereof, the holder of such permit shall
forthwith surrender the same for cor-
rection or amendment upon demand of
the district supervisor.
(Sec. 4, 49 Stat. 979; 27 U. S. C. 204) [Regs.

No. 1, Fed. Alc. Adm., Oct. 9, 1935, as amended
by Treasury Order 30, 5 F. R. 22121

§ 1.24 Duration of permits. (a) A
basic permit shall continue in effect until
suspended, revoked, annulled, voluntarily
surrendered, or automatically termi-
nated, as provided in the act and in this
part.

(b) No basic permit shall be leased,
sold, or otherwise voluntarily transferred,
and, in the event of such lease, sale, or
other voluntary transfer, the said basic
permit shall be automatically terminated
thereupon.

(c) If any basic permit is transferred
by operation of law or if actual or legal
control of the permittee is acquired, di-
rectly or indirectly, whether by stock
ownership or in any other manner, by any
person, then such permit shall be auto-
matically terminated at the expiration
of 30 days thereafter: Provided, That if
within such 30-day period application
for k new basic permit is made by the
transferee or permittee, respectively,
then the outstanding basic permit shall

continue in effect until such time as the
application is finally acted upon.
(See. 4, 49 Stat. 979; :27 U. S. C. 204) [Regs.
No. 1, Fed. Alc. Adm., Oct. 9, 1935, as amended
by Treasury Order 30, 5 F. R. 2212]

§ 1.25 Changes in ownership, manage-
ment, or control o/ business. In the
event of any change in the ownership.
management, or control of any business
operated pursuant to a basic permit (if
the permittee is a corporation, if any
change occurs in the officers, directors, or
persons owning or controlling more than
10 percent of the voting stock of said
corporation) the permittee shall imme-
diately notify the district supervisor of
such change, giving the names and ad-
dresses of all new persons participating
in the ownership, management, or con-
trol of such business, or in the case of a
corporation, the names and addresses of
such new officers, directors, or persons
owning or controlling more than 10 per-
cent of the voting stock. Notice to the
district supervisor of any such change
shall be accompanied or supplemented
by such data in reference to the personal
or business history of such persons as
the district supervisor may require.
(Sec. 4, 49 Stat. 979; 27 U. S. C. 204) [Regs.
No. 1, Fed. Alc. Adm., Oct. 9, 1935, as amended
by Treasury Order 30, 5 F. R. 2212]

§ 1.26 Denial of permit applications.
If upon examination of any application
for a basic permit the district supervisor
has reason to believe that the applicant
is not entitled to such permit he shall
serve notice upon the applicant, setting
forth the grounds upon which denial of
such application is contemplated. (See
26 CFR 182.220-182.225.)
(See. 4, 49 Stat. 979; 27 U. S. C. 204) [Regs.
No. 1, Fed Alc. Adm., Oct. 9, 1935, as amended
by Treasury Order 30, 5 F. R. 2212, T. D. 5039,
6 F. R. 950]

REVOCATION, SUSPENSION, OR ANNULMENT
OF BASIC PERMITS

§ 1.30 Institution of proceedings. (a)
Whenever the district supervisor has
reason to believe that any permittee has
wilfully violated any of the conditions of
his basic permit or has not engaged in
the operations authorized by the permit
for a period of more than two years, he
shall by order institute proceedings for
the revocation or suspension of such per-
mit.

(b) Whenever the district supervisor
has reason to believe that any basic per-
mit was procured through fraud, or mis-
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representation or concealment of mate-
rial fact, he shall, by order, institute
proceedings for the annulment of such
permit.
(See. 4, 49 Stat. 979; 27 U. S. C. 204) [Regs. 1,
Fed. Ale. Adm., Oct. 9, 1935, as amended by
Treasury Order 30, 5 F. R. 2212]

§ 1.33 Time and place of hearing. The
time and place of the hearing shall be
fixed by the Commissioner or the dis-
trict supervisor, without regard to the
limitations specified in Regulations 3
(26 CFR Part 182), but with due regard
to the convenience and necessity of the
parties or their representatives. Such
time and place may for good cause be
changed thereafter by the examiner.
(See also 26 CFR 171.2.)
(See. 4, 49 Stat. 979; 27 U. S. C. 204) iT. D.
5550, 12 F. R. 1649]

§ 1.35 Orders. If the order is for sus-
pension of any basic permit, it may be
conditioned upon such action by the re-
spondent as will thereafter insure con-
formity with the act and the regulations
thereunder. If the order is for revocation
or annulment of any basic permit, it may
authorize, in conformity with internal
revenue or other laws, the disposition of
stocks of distilled spirits, wines or malt
beverages held by the respondent on the
effective date of the order, upon such
conditions as may be considered proper.
(Sec. 4, 49 Stat. 979: 27 U. S. C. 204) [Regs.
No. 1, Fed. Ale. Adm., Oct. 9, 1935]

CROss REFERENCE: For Bureau of Internal
Revenue regulations relating to the disposi-
tion of substances used in the manufacture
of distilled spirits, and denatured alcohol,
denatured rum, and substances or prepara.
titions containing denatured alcohol or de-
natured rum, see 26 CFR Parts 173, 174.

HEARINGS
§ 1.44 Reconsideration of orders. (a)

Appeals to the Commissioner from
orders denying permits shall be taken In
conformity with the procedure applicable
to appeals from orders revoking basic
permits. (See also 26 CFR 171.2.)

(b) Where, upon appeal, the decision
of an examiner denying, suspending, re-
voking, or annulling a basic permit, is
affirmed, such action shall not supersede
the decision of the examiner and such
examiner's decision shall be the final de-
cision.
(Sec. 4, 49 Stat. 979; 27 U. S. C. 204) iT. D.
5550, 12 F. R. 164,9]

MISCELLANEOUS
§ 1.50 Service of orders and notices.

Citations, notices of disapproval of ap-

plications, notices of hearing, orders, and
all documents, other than subpoenas,
served in proceedings, shall be served in
person by any officer, employee or agent
of the Treasury Department, or by regis-
tered mail (with request for registry re-
turn receipt card, post-office Form 3811)
to the last known address in the records
of the Alcohol Tax Unit. A certificate
of mailing and the registry return card
(Post-office Form 3811), or a certificate
of personal service, shall be filed as part
of the record in each case. Subpoenas
shall be served in person, and, when
issued on behalf of the United States,
service shall be made by an officer, em-
ployee or agent of the Treasury Depart-
ment. (See also 26 CPR 171.2 (f).)
(Sec. 4, 49 Stat. 979; 27 U. S. C. 204) IT. D.
5039, 6 F. R. 950]

§ 1.53 Oaths and affirmations. Any
document required by regulations or in-
structions of the Deputy Commissioner
to be verified, shall be so verified upon
oath or affirmation taken before a per-
son authorized by the laws of the United
States or by State or local law to admin-
ister oaths or affirmations in the State,
Territory, or District wherein such docu-
ment is to be executed. (See Secs. 9,
10, 38 Stat. 722, 723; 15 U. S. C. 49, 50.)
[Regs. No. 1, Fed. Alc. Adm., Oct. 9, 1935,
as amended by Treasury Order 30, 5 F. R.
22121

§ 1.56 Procedure. Except as other-
wise provided in this part, the procedure
prescribed by Regulations 3, Industrial
Alcohol, as amended (26 CFR Part 182),
for the issuance, amendment, and de-
nial of permits, issuance of citations,
holding of hearings, revocation of per-
mits, and appeals to the Commissioner
under part II of subchapter C of chapter
26 of the Internal Revenue Code, is here-
by extended to the issuance, amendment,
denial, revocation, suspension, and an-
nulment of basic permits under the Fed-
eral Alcohol Administration Act, in so
far as applicable and in so far as such
procedure is not in conflict with the pro-
visions of such act. (See also 26 CFR
171.2.)
IT. D. 5550, 12 F. R. 16491

§ 1.57 Subpoenas. Upon written ap-
plication, the attendance and testimony
of any person, or the production of docu-
mentary evidence, in proceedings insti-
tuted under this section may be required
by personal subpoena (Form 1644) or by
subpoena duces tecum (Form 1645).
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Subpoenas may be issued by the Com-
missioner. or the hearing examiner, or
any person designated by them. Both
the application and the subpoena shall
set forth the title of the proceedings,
the name and address of the person
whose attendance is required, the date
and place of his attendance, and, if docu-
ments are required to be produced, a
description thereof; and the application
shall set forth sufficient facts to show
the relevancy of the testimony and docu-
ments. (With respect to subsequent im-
munity of witnesses and expenses and
mileage of witnesses testifying under
subpoena see AT Circular 762, May 10,
1944.) (See also 26 CFR 171.2 (d).)
[T. D. 5550, 12 F. R. 1649]

§ 1.58 Depositions. The Commis-
sioner or the hearing examiner may order
the taking of depositions In the proceed-
Ings at such time and place as he may
designate before a person having the
power to administer oaths. The testi-
mony shall be reduced to writing by the
person taking the deposition, or under
his direction, and the deposition shall be
subscribed by the deponent unless sub-
scribing thereof is waived In writing by
the parties. Any person may be sub-
poenaed to appear and depost and to
produce documentary evidence In the
same manner as witnesses at hearings.
(See also 26 CFR 171.2 (e).)
[T. D. 5550, 12 F. R. 1649]

Part 2-Nonindustrial Use of
Distilled Spirits and Wine

Sec.
2.1 Statutory definitions of "distilled spir-

its" and "wine".
2.2 Application of the term "non-industrial

use."
2.3 Distilled spirits In containers of a ca-

pacity of one gallon or less.

AUTHORrTY: § 2.1 to 2.3 issued under 53
Stat. 375; 26 U. S. C. 3176.

SOURCE: §§ 2.1 to 2.3 contained in Regula-
tions No. 2. Federal Alcohol Administration,
Dec. 20, 1935.

§ 2.1 Statutory definitions o1 "dis-
tilled spirits" and "wine." Section 17
(a) of the Federal Alcohol Administra-
tion Act (49 Stat. 989; 27 U. S. C., 211),
for the purposes of that act, defines the
terms "distilled spirits" and "wine" as
follows:

(5) The term "distilled spirits" means
ethyl alcohol, hydrated oxide of ethyl, spirits
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of wine, whisky, rum, brandy, gin, and other
distilled spirits, including all dilutions and
mixtures thereof, for non-industrial use.

(6) The term "wine" means (1) wine as
defined In section 610 and section 617 of the
Revenue Act of 1918 (26 U. S. C. 3036, 3044,
3045) as now In force or hereafter amended,
and (2) other alcoholic beverages not so de-
fined, but made in the manner of wine, In-
cluding sparkling and carbonated wine, wine
made from condensed grape must, wine made
from other agricultural products than the
juice of sound, ripe grapes, imitation wine,
compounds sold as wine, vermouth, cider,
perry and sake; In each Instance only if con-
taining not less than 7 per centum and not
more than 24 per centum of alcohol by vol-
ume, and if for non-Industrial use.

§ 2.2 Application o1 the term "non-
industrial use." (a) The following uses
of distilled spirits and wine are regarded
as "industrial" and therefore will be ex-
cluded from any application of the term
"nonindustrial use":

(1) Uses of tax-free alcohol by any
governmental agency, State or Federal,
or any scientific university or college of
learning, or by any laboratory exclusively
in scientific research, or by any hospital
or sanitorium.

(2) Uses of alcohol or other distilled
spirits or wine which has been lawfully
denatured or otherwise rendered unfit
for beverage use.

(3) Uses of distilled spirits or wine for
experimental purposes, and in the manu-
facture (I) of medicinal, pharmaceutical,
or antiseptic products, Including pre-
scriptions compounded by retail drug-
gists; (ii) of toilet products; (ill) of fla-
voring extracts, sirups, or food products;
or (iv) of scientific, chemical, mechani-
cal, or industrial products; provided such
products are unfit for beverage use.

(b) All other uses are regarded as
"nonindustrial." Among the "nonindus-
trial" uses are the following: Uses for
beverage purposes; or in the manufac-
ture, rectifying or blending of alcoholic
beverages; or In the preparation of food
or drink by hotel, restaurant, tavern, or
similar establishment; or for sacra-
mental purposes; or as a medicine.

CRoss REFERENCE: For United States phar-
macopoeia and national formulary alcoholic
preparations, see 26 CFR 171.6, 171.7.

§ 2.3 Distilled spirits in containers of
a capacity of 1 gallon or less. Distilled
spirits In containers of a capacity of 1
wine gallon or less, except anhydrous
alcohol and alcohol which may be with-
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drawn tax free under the Internal Reve-
nue laws, will be deemed to be for non-
industrial use.

Part 3-Bulk Sales and Bottling
of Distilled Spirits

Sec.
3.1 Sales of distilled spirits in bulk.
3.2 Acquiring or receiving distilled spirits

in bulk.
3.3 Warehouse receipts.
3.4 Sales by permittees of distilled spirits

for industrial use.
AurHosrry: §§ 3.1 to 3.4 issued under 53

Stat. 375; 26 U. S. C. 3176. Interpret or ap-
ply sec. 6, 49 Stat. 985; 27 U. S. C. 206.

SOURCE: §§ 3.1 to 3.4 contained in Regula-
tions No. 3, Federal Alcohol Administration,
Dec. 20, 1935.

§ 3.1 Sales of distilled spirits in bulk.
(a) It is unlawful for any person to sell,
offer to sell, contract to sell, or otherwise
dispose of distilled spirits in bulk, for
nonindustrial use, except for export or
to the classes of. persons enumerated in
§ 3.2.

(b) It is unlawful for any person to
Import distilled spirits in bulk, for non-
Industrial use, except for sale to or for
use by the classes of persons enumerated
In § 3.2.

(c) As used in this part the term "in
bulk" means in containers having a ca-
pacity in excess of 1 wine gallon.

§ 3.2 Acquiring or receiving distilled
spirits in bulk. (a) Persons holding
warehousing and bottling permits may,
pursuant to such permits, acquire or re-
ceive in bulk, and warehouse and bottle,
distilled spirits as follows:

(1) If the permittee is a distiller or
other person operating an internal-rev-
enue bonded warehouse, he may acquire
or receive in bulk, and warehouse and
bottle in his bonded premises domestic
untax-paid distilled spirits, so far as per-
mitted by the internal-revenue laws. He
may also acquire or receive in bulk, and
warehouse and bottle, in his tax-paid
warehouse, tax-paid domestic and im-
ported distilled spirits.

(2) If the permttee is a rectifier, he
may acquire or receive in bulk, and ware-
house and bottle, tax-paid domestic and
Imported distilled spirits.

(3) If the permittee operates a class
8 customs-bonded warehouse, he may
acquire or receive in bulk, and ware-
house and bottle, imported distilled

spirits, so far as permitted by the cus-
toms laws.

(b) Persons holding permits as recti-
fiers of distilled spirits, or as producers
and blenders of wine, may, pursuant to
such permits, acquire, or receive distilled
spirits in bulk for the following uses:

(1) A rectifier may acquire or receive
in bulk tax-paid imported or domestic
distilled spirits for use in rectifying and
blending.

(2) A winemaker may acquire or re-
ceive in bulk alcohol or brandy for the
fortification of wines.

(c) Any agency of the United States,
or of any State or political subdivision
thereof, may acquire or receive in bulk,
and warehouse and bottle, imported and
domestic distilled spirits in conformity
with the Internal-revenue laws.

CRoss RE'ERmcE: For customs ware-
houses, see 19 CFR Part 19.

§ 3.3 Warehouse receipts. (a) By the
terms of the Federal Alcohol Adminis-
tration Act, all warehbuse receipts for
distilled spirits in bulk issued on and
after August 29, 1935, must require that
the warehouseman shall:

(1) Package such distilled spirits, be-
fore delivery, in bottles labeled and
marked in accordance with law, or

(2) Deliver such distilled spirits in
bulk only to persons to whom It is lawful
to sell or otherwise dispose of distilled
spirits in bulk.

(b) Warehouse receipts for distilled
spirits, In bulk, Issued prior to August 29,
1935, may not be transferred unless they
contain one or both of the conditions
enumerated in paragraph (a) of this sec-
tion, but any warehouse receipt for dis-
tilled spirits in bulk issued prior to
August 29, 1935, which does not contain
either of the above conditions, may be
exchanged for a receipt conforming to
the act.

(c) The provisions of the Federal Al-
cohol Administration Act, which forbid
any person to sell, offer to sell, contract
to sell or otherwise dispose of warehouse
receipts for distilled spirits in bulk, do
not apply to warehouse receipts for bot-
tled distilled spirits.

CROSS REFEENCE: For labeling of distilled
spirits, see Part 5 of this chapter.

§ 3.4 Sales by permittees of distilled
spirits'for industrial use. Distillers, rec-
tifiers, and other permittees engaged in
the sale or other disposition of distilled
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spirits for nonindustrial use shall not
sell or otherwise dispose of distilled spir-
its in bulk (other than alcohol) for in-
dustrial use, unless such distilled spirits
are shipped or delivered directly to the
industrial user thereof.

Part 4-Labeling and Advertis-
ing of Wine

Sec.
4.1 Definitions.

STANDARDS OF IDENTITY FOR WINE

4.20 Application of standards.
4.21 The standards of Identity.
4.22 Blends, cellar treatment, alteration of

class or type.
4.23 Grape type designations.
4.24 Generic, semi-generic, and non-generic

designations of geographic signifi-
cance.

4.25 Appellations of origin.

LABELING REQUIREMENTS FOR WINE

4.30 General.
4.31 Misbranding.
4.32 Mandatory lgbel information.
4.33 Brand names.
4.34 Class and type.
4.35 Name and address.
4.36 Alcoholic content.
4.37 Net contents.
4.38 General requirements.
4.39 Prohibited practices.
REQUIREMENTS FOR WITHDRAWAL OF WINE FROM

CUSTOMS CUSTODY
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4.70 Application.
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4.72 Standards of fill.

GENERAL PROVISIONS

4.80 Exports.

AUTHORITY: §§ 4.1 to 4.80 issued under 53
Stat. 375; 26 U. S. C. 3176. Interpret or apply
sec. 5, 49 Stat. 981, as amended; 27 U. S. C.
205.

CROSS REFERENCES: For regulations relating
to the labeling and advertising of distilled

spirits, see Part 5 of this chapter. For regula-
tions relating to the labeling and advertising
of malt beverages, see Part 7 of this chapter.
For production, fortification, and tax pay-
ment of wine, see 26 CFR Part 178.

§ 4.1 Definitions. As used in this
part:

(a) The term "act" means the Federal
Alcohol Administration Act.

(b) The term "Deputy Commissioner"
means the Deputy Commissioner of In-
ternal Revenue in charge of the Alcohol
Tax Unit.

(c) The term "district supervisor"
means the district supervisor of the Alco-
hol Tax Unit for that district in which
the permittee maintains Its plant or
premises.

(d) The term "permittee" means any
person holding a basic permit under the
Federal Alcohol Administration Act.

(e) The term "wine" means: (1) wine
as defined in section 610 and section 617
of the Revenue Act of 1918 (26 U. S. C.
3036, 3044, 3045) and (2) other alcoholic
beverages not so defined, but made In
the manner of wine, including sparkling
and carbonated wine, wine made from
condensed grape must, wine made from
other agricultural products than the
juice of sound, ripe grapes, imitation
wine, compounds so] d as wine, vermouth,
cider, perry, and sake; in each instance
only if containing not less than 7 percent,
and not more than :24 percent of alcohol
by volume, and if for nonindustrial use.

(f) The term "pure condensed must"
means the dehydrated juice or must of
sound, ripe grapes, or other fruit or ag-
ricultural products, concentrated to not
more that 800 (Balling), the composi-
tion thereof remaining unaltered except
for removal of water; the term "restored
pure condensed must" means pure con-
densed must to which has been added
an amount of water not exceeding the
amount removed in the dehydration
process; and the term "sugar" means
pure cane, beet, or dextrose sugar in dry
form containing, respectively, not less
than 95 per cent of actual sugar calcu-
lated on a dry basis.

(g) As used in the phrase "added
brandy or alcohol" the term "brandy"
means brandy or wine spirits for use in
the fortification of wine as permitted by
internal revenue law. The term "alco-
hol" means ethyl alcohol distilled at or
above 190* proof.
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(h) The term "vintage wine" means a
wine made wholly from grapes gathered
in the same calendar year and grown
and fermented in the same viticultural
area, and conforming to the standards
prescribed in Classes 1 and 2 of § 4.21.

(i) The term "container" means any
bottle, barrel, cask or other closed re-
ceptacle irrespective of size or of the
material from which made for use for
the sale of wine at retail. The term
"bottler" means any person who places
wine in containers of a capacity of 1
gallon or less; and the term "packer"
means any person who places wine in
containers of a capacity in excess of
1 gallon.

(j) The term "gallon" means United
States gallon of 231 cubic inches of alco-
holic beverage at 600 F. All other liquid
measures used are subdivisions of the
gallon as so defined.

(k) The term "brand label" means
the label carrying, in the usual distinc-
tive design, the brand name of the wine.

(1) The term "United States" means
the several States and Territories and
the District of Columbia; the term
"State" includes a Territory and the
District of Columbia; and the term "Ter-
ritory" means Alaska, Hawaii, and
Puerto Rico.

(mn) The term "interstate or foreign
commerce" means commerce between
any State and any place outside thereof,
or commerce within any Territory or the
District of Columbia, or between points
within the same State but through any
place outside thereof.

(n) The term "person" means any in-
dividual, partnership, joint-stock com-
pany, business trust, association, cor-
poration, or other form of business en-
terprise, including a receiver, trustee, or
liquidating agent, and including an offi-
cer or employee of any agency of a
State or political subdivision thereof;
and the term "trade buyer" means any
person who is a wholesaler or retailer.

(0) Any other term defined in the
Federal Alcohol Administration Act and
used in this part shall have the same
meaning assigned to it by such act.
[Regs. No. 4, 1 F. R. 103, as amended by Amdt.
2, 3 F. R. 2093, Treasury Order 30, 5 F. R. 2212,
T. D. 5618, 13 F. R. 3017]

STANDARDS OF IDENTITY FOR WINE

§4.20 Application of standards.
The standards of identity for the sev-

eral classes and types of wine set forth
herein shall be applicable to all regula-
tions and permits issued under the act.
Whenever any term for which a stand-
ard of identity has been established
herein is used in any such regulation
or permit, such term shall have the
meaning assigned to it by such standard
of identity.
[Regs. No. 4, Amdt. 2, 3 F. R. 20931

§ 4.21 The standards ofi d e n t i t y.
Standards of identity for the several
classes and types of wine set forth in
this part shall be as follows:

(a) Class 1; grape wine. (1) "Grape
wine" is wine produced by the normal
alcoholic fermentation of the juice of
sound, ripe grapes (including restored or
unrestored pure condensed grape must),
with or without the addition, after fer-
mentation, of pure condensed grape
must, and with or without added grape
brandy or alcohol, but without other ad-
dition or abstraction except as may occur
in cellar treatment: Provided, That the
product may be ameliorated before, dur-
ing or after fermentation by either of the
following methods:

(1) By adding, separately or in com-
bination, dry sugar, or such an amount
of sugar and water solution as will not
increase the volume of the resulting
product more than 35 percent; but In no
event shall any product so ameliorated
have an alcoholic content, derived by
fermentation, of more than 13 percent
by volume, or a natural acid content, if
water has been added, of less than 5 parts
per thousand, or an unfermented resid-
ual sugar content, derived from added
sugar, of more than 15 percent by weight.

(ii) By adding, separately or in com-
bination, not more than 15 percent by
weight of dry sugar, or not more than
10 percent by weight of water.

The maximum volatile acidity, calcu-
lated as acetic acid and exclusive of sul-
phur dioxide, shall not be, for natural
red wine, more than 0.14 gram, and for
other grape wine, more than 0.12 gram,
per 100 cubic centimeters (20* C.).

Grape wine deriving its characteristic
color or lack of color from the presence
or absence of the red coloring matter of
the skins, juice, or pulp of grapes may be
designated as "red wine," "pink (or rose)
wine," "amber wine," or "white wine" as
the case may be.

Any grape wine containing no added
grape brandy or alcohol may be further
designated as "natural".
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(2) "Table wine" is grape wine having
an alcoholic content not in excess of 14
percent by volume. Such wine may also
be designated as "light wine," "red table
wine," "light white wine," "sweet table
wine," etc., as the case may be.

(3) "Dessert wine" is grape wine hav-
ing an alcoholic content in excess of 14
percent but not in excess of 24 percent
by volume. Dessert wine having the
taste, aroma and characteristics gen-
erally attributed to sherry and an alco-
holic content, derived in part from added
grape brandy or alcohol, of not less than
17 percent by volume, may be designated
as "sherry". Dessert wines having the
taste, aroma and characteristics gen-
erally attributed to angelica, madeira;
muscatel and port and an alcoholic con-
tent, derived in part from added grape
brandy or alcohol, of not less than 18
percent by volume, may be designated as
"angelica," "madeira," "muscatel," or
"port" respectively. Dessert wines hav-
ing the taste, aroma, and characteristics
generally attributed to any of the above
products and an alcoholic content, de-
rived in part from added grape brandy
or alcohol, in excess of 14 percent by vol-
ume but, in the case of sherry, less than
17 percent, or, in other cases, less than
18 percent by volume, may be designated
as "light sherry," "light angelica," "light
madeira," "light muscatel" or "light
port," respectively.

(b) Class 2; sparkling grape wine.
(1) "Sparkling grape wine" (including
"sparkling wine," "sparkling red wine"
and "sparkling white wine") is grape
wine made effervescent with carbon di-
oxide resulting solely from the secondary
fermentation of the wine within a closed
container, tank or bottle.

(2) "Champagne" is a type of spar-
kling light white wine which derives its
effervescence solely from the secondary
fermentation of the wine within glass
containers of not greater than one gallon
capacity, and which possesses the taste,
aroma, and other characteristics at-
tributed to champagne as made in the
champagne district of France.

(3) A sparkling light white wine hav-
ing the taste, aroma, and characteristics
generally attributed to champagne but
not otherwise conforming to the stand-
ard for "champagne" may, in addition to
but not in lieu of the class designation
"sparkling wine" be further designated
as "champagne style" or "champagne
type" or "American (or New York State,

California, etc.) champagne-bulk
process"; all the words in any such fur-
ther designation shall be equally con-
spicuous and shall appear in direct con-
junction with and in lettering approxi-
mately one-half the size of the words
"sparkling wine".

(c) Class 3; carbonated grape wine.
"Carbonated grape wine" (including
"carbonated wine" "carbonated red
wine", and "carbonated white wine") is
grape wine made effervescent with car-
bon dioxide other than that resulting
solely from the secondary fermentation
of the wine within a closed container,
tank or bottle.

(d) Class 4; citrus wine. (1) (1) "Cit-
rus wine" or "citrus fruit wine" is wine
produced by the normal alcoholic fer-
mentation of the juice of sound, ripe
citrus fruit (including restored or unre-
stored pure condensed citrus must), with
or without the addition, after fermenta-
tion, of pure condensed citrus must, and
with or without added citrus brandy or
alcohol, but without any other addition
or abstraction except as may occur in cel-
lar treatment: Provided, That the prod-
uct may be ameliorated before, during, or
after fermentation by adding, separately
or in combination, dry sugar, or such an
amount of sugar and water solution as
will not increase the volume of the result-
ing product more than 35 percent, but in
no event shall any product so ameliorated
have an alcoholic content, derived by fer-
mentation, of more than 13 percent by
volume, or a natural acid content, If wa-
ter has been added, of less than 5 parts
per thousand, or an unfermented resid-
ual sugar content, derived from added
sugar, of more than 15 percent by weight.

(1i) The maximum volatile acidity,
calculated as acetic acid and exclusive of
sulphur dioxide, shall not be, for natural
citrus wine, more than 0.14 gram, and
for other citrus wine, more than 0.12
gram, per 100 cubic centimeters (200 C.).

(iiI) Any citrus wine containing no
added brandy or alcohol may be further
designated as "natural."

(2) "Citrus table wine" or "citrus fruit
table wine" Is citrus wine having an alco-
holic content not In excess of 14 percent
by volume. Such wine may also be des-
ignated "light citrus wine," "light citrus
fruit wine," "light sweet citrus fruit
wine," etc., as the case may be.

(3) "Citrus dessert wine" or "citrus
fruit dessert wine" is citrus wine having
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an alcoholic content in excess of 14 per-
cent but not in excess of 24 percent by
volume.

(4) Citrus wine derived wholly (ex-
cept for sugar, water, or added alcohol)
from one kind of citrus fruit, shall be
designated by the word "wine" qualified
by the name of such citrus fruit, e. g.,
"orange wine," "grapefruit wine." Citrus
wine not derived wholly from one kind
of citrus fruit shall be designated as
"citrus wine" or "citrus fruit wine" qual-
ified by a truthful and adequate state-
ment of composition appearing in direct
conjunction therewith. Citrus wine ren-
dered effervescent by carbon dioxide re-
sulting solely from the secondary fer-
mentation of the wine within a closed
container, tank, or bottle shall be fur-
ther designated as "sparkling"; and cit-
rus wine rendered effervescent by car-
bon dioxide otherwise derived shall be
further designated as "carbonated."

(e) Class 5; fruit wine. (1) (1) "Fruit
wine" is wine (other than grape wine or
citrus wine) produced by the normal
alcoholic fermentation of the juice of
sound, ripe fruit (including restored or
unrestored pure condensed fruit must),
with or without the addition, after fer-
mentation, of pure condensed fruit must,
and with or without added fruit brandy
or alcohol, but without other addition or
abstraction except as may occur in cellar
treatment: Provided, That the product
may be ameliorated before, during, or
after fermentation by adding, separately
or in combination, dry sugar, or such an
amount of sugar and water solution as
will increase the volume of the resulting
product, in the case of wines produced
from loganberries, currants or gooseber-
ries, having a normal acidity of 20 parts
or more per thousand, not more than 60
percent, and in the case of other fruit
wines, not more than 35 percent, but in
no event shall any product so amelio-
rated have an alcoholic content, derived
by fermentation, of more than 13 per-
cent by volume, or a natural acid con-
tent, if water has been added, of less than
5 parts per thousand, or an unfermented
residual sugar content, derived from
added sugar, of more than 1,5 percent by
weight.

(ii) The maximum volatile acidity,
calculated as acetic acid and exclusive of
sulphur dioxide, shall not be, for natural
fruit wine, more than 0.14 gram, and for
other fruit wine, more than 0.12 gram,
per 100 cubic centimeters (200 C.).

(iii) Any fruit wine containing no
added brandy or alcohol may be further
designated as "natural."

(2) "Berry wine" is fruit wine pro-
duced from berries.

(3) "Fruit table wine" or "berry table
wine" is fruit or berry wine having an
alcoholic content not in excess of 14
percent by volume. Such wine may also
be designated "light fruit wine," or "light
berry wine."

(4) "Fruit dessert wine" or "berry des-
sert wine" is fruit or berry wine having
an alcoholic content in excess of 14 per-
cent but not in excess of 24 percent by
volume.

(5) Fruit wine derived wholly (ex-
cept for sugar, water, or added alcohol)
from one kind of fruit shall be desig-
nated by the word "wine" qualified by
the name of such fruit, e. g., "peach
wine," "blackberry wine." Fruit wine
not derived wholly from one kind of
fruit shall be designated as "fruit wine"
or "berry wine," as the case may be,
qualified by a truthful and adequate
statement of composition appearing in
direct conjunction therewith. Fruit
wines which are derived wholly (except
for sugar, water, or added alcohol) from
apples or pears may be designated
"cider" and "perry," respectively, and
shall be so designated if lacking in
vinous taste, aroma, and characteristics.
Fruit wine rendered effervescent by
carbon dioxide resulting solely from the
secondary fermentation of the wine
within a closed container, tank, or bot-
tle shall be further designated as "spark-
ling"; and fruit wine rendered effer-
vescent by carbon dioxide otherwise de-
rived shall be further designated as
"carbonated."

(f) Class 6; wine from other agricul-
tural products. (1) (1) Wine of this class
is wine (other than grape wine, citrus
wine, or fruit wine) made by the normal
alcoholic fermentation of sound ferment-
able agricultural products, either fresh
or dried, or of the restored or unrestored
pure condensed must thereof, with the
addition before or during fermentation
of a volume of water not greater than
the minimum necessary to correct nat-
ural moisture deficiencies in such prod-
ucts, with or without the addition, after
fermentation, of pure condensed must,
and with or without added alcohol or
such other spirits as will not alter the
character of the product, but without
other addition or abstraction except as

Page 493

§ 4.21



Title 27-Intoxicating Liquors

may occur in cellar treatment: Provided,
That the product may be ameliorated be-
fore, during, or after fermentation by
adding, separately or in combination, dry
sugar, or such an amount of sugar and
water solution as will not increase the
volume of the resulting product more
than 35 percent, but in no event shall
any product so ameliorated have an al-
coholic content, derived by fermenta-
tion, of more than 13 percent by volume,
or a natural acid content, if water has
been added, of less than 5 parts per
thousand, or an unfermented residual
sugar content, derived from added sugar,
of more than 15 percent by weight.

(ii) The maximum volatile acidity,
calculated as acetic acid and exclusive of
sulphur dioxide, shall not be, for natural
wine of this class, more than 0.14 gram,
and for other wine of this class, more
than 0.12 gram, per 100 cubic centimeters
(200 C.).

(iii) Wine of this class containing no
added alcohol or other spirits may be fur-
ther designated as "natural".

(2) "Table wine" of this class is wine
having an alcoholic content not in excess
of 14 percent by volume. Such wine may
also be designated as "light".

(3) "Dessert wine" of this class is wine
having an alcoholic content in excess of
14 percent but not in excess of 24 per-
cent by volume.

(4) "Raisin wine" is wine of this class
made from dried grapes.

(5) "Sake" is wine of this class pro-
duced from rice in accordance with the
commonly accepted method of manufac-
ture of such product.

(6) Wine of this class derived wholly
(except for sugar, water, or added alco-
hol) from one kind of agricultural prod-
uct shall, except in the case of "sake," be
designated by the word "wine" qualified
by the name of such agricultural product,
e. g., "honey wine," "raisin wine," "dried
blackberry wine." Wine of this class not
derived wholly from one kind of agricul-
tural product shall be designated as
"wine" qualified by a truthful and ade-
quate statement of composition appear-
ing in direct conjunction therewith.
Wine of this class rendered effervescent
by carbon dioxide resulting solely from
the secondary fermentation of wine
within a closed container, tank, or bottle
shall be further designated as "spark-
ling"; and wine of this class rendered
effervescent by carbon dioxide otherwise
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derived shall be further designated as
"carbonated."

(g) Class 7; aperitif wine. (1) "Ape-
ritif wine" is wine having an alcoholic
content of not less than 15 percent by
volume, compounded from grape wine
containing added brandy or alcohol, fla-
vored with herbs and other natural aro-
matic flavoring materials, with or with-
out the addition of caramel for coloring
purposes, and possessing the taste,
aroma, and characteristics generally at-
tributed to aperitif wine and shall be so
designated unless designated as "ver-
mouth" under paragraph (b) of this
section.

(2) "Vermouth" is a type of aperitif
wine compounded from grape wine, hav-
ing the taste, aroma, and characteristics
generally attributed to vermouth, and
shall be so designated.

(h) Class 8; imitation and substand-
ard wine. (1) "Imitation wine" shall
bear as a part of its designation the word
"imitation," and shall include:

(i) Any wine containing synthetic ma-
terials.

Cii) Any wine made from a mixture of
water with residue :remaining after thor-
ough pressing of grapes, fruit, or other
agricultural products.

(iii) Any class or type of wine the
taste, aroma, color, or other character-
istics of which have been acquired, in
whole or in part, by treatment with
methods or materials of any kind, if the
taste, aroma, color, or other characteris-
tics of normal wines of such class or type
are acquired without such treatment.

iv) Any wine made from must con-
centrated at any time to more than 800
(Balling).

(2) "Substandard wine" shall bear as
a part of its designation the word "sub-
standard," and shall include:

(i) Any wine having a volatile acidity
in excess of the :maximum prescribed
therefor in §§ 4.20 to 4.25.

(ii) Any wine for which no maximum
volatile acidity is prescribed in §§ 4.20 to
4.25, inclusive, having a volatile acidity,
calculated as acetic acid and exclusive
of sulphur dioxide, in excess of 0.14 gram
per 100 cubic centimeters (200 C.).

(iii) Any wine for which a standard of
identity is prescribed in this §§ 4.20 to
4.25, inclusive, which, through disease,
decomposition, or otherwise, fails to have
the composition, color, and clean vinous
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taste and aroma of normal wines con-
forming to such standard.

(v) Any "grape wine," "citrus wine,"
"fruit wine," or "wine from other agri-
cultural products" to which has been
added sugar and water solution in an
amount which is in excess of the limi-
tations prescribed in the standards of
identity for these products, unless, in
the case of "citrus wine," "fruit wine"
and "wine from other agricultural prod-
ucts" the normal acidity of the material
from which such wine is produced is 20
parts or more per thousand and the vol-
ume of the resulting product has not been
increased more than 60 percent by such
addition.
[Regs. No. 4, Amdt. 2, 3 F. R. 2093, as
amended by T. D. 5618, 13 F. R. 3018]

CROSS Rn'ENcz: For Internal Revenue
regulations relating to fortified wine, see 26
CPR 178.227-178.316, 178.344-178.346.

§ 4.22 Blends, cellar treatment, alter-
ation of class or type. (a) If the class
or type of any wine shall be altered, and
If the product as so altered does not fall
within any other class or type either
specified in §§ 4.20-4.25 or known to the
trade, then such wine shall, unless other-
wise specified in this section, be desig-
nated with a truthful and adequate state-
ment of composition in accordance with
§ 4.34.

(b) Alteration of class or type shall be
deemed to result from any of the follow-
ing occurring before, during, or after
production.

(1) Treatment of any class or type of
wine with substances foreign to such
wine which remain therein: Provided,
That the presence in finished wine of
not more than 350 parts per million of
total sulphur dioxide, or sulphites ex-
pressed as sulphur dioxide, shall not be
precluded under this paragraph.

(2) Treatment of any class or type of
wine with substances not foreign to such
wine but which remain therein in larger
quantities than are naturally and nor-
mally present in other wines of the same
class or type not so treated.

(3) Treatment of any class or type of
wine with methods or materials of any
kind to such an extent or in such manner
as to affect the basic composition of the
wine so treated by altering any of its
characteristic elements.

(4) Blending of wine of one class with
wine of another class or the blending of

wines of different types within the same
class.

(5) Treatment of any class or type of
wine for which a standard of Identity is
prescribed In this article with sugar or
water in excess of the quantities specif-
ically authorized by such standard: Pro-
vided, That the class or type thereof
shall not be deemed to be altered (1)
where such wine (other than grape wine)
is derived from fruit, or other agricul-
tural products, having a high normal
acidity, if the unfermented residual
sugar content, derived from added sugar,
is not more than 20 percent by weight,
and the content of natural acid is not
less than 7.5 parts per thousand and (il)
where such wine is derived exclusively
from fruit, or other agricultural prod-
ucts, the normal acidity of which is 20
parts or more per thousand, if the vol-
ume of the resulting product has been
increased not more than 60 percent by
the addition of sugar and water solution,
for the sole purpose of correcting natural
deficiencies due to such acidity, and (ex-
cept In the case of such wines when pro-
duced from loganberries, currants, or
gooseberries) there Is stated as a part
of the class and type designation the
phrase "Made with over 35 percent sugar
solution".

(c) Nothing in this section shall pre-
clude the treatment of wine of any class
or type in the manner hereinafter speci-
fied, provided such treatment does not
result in the alteration of the class or
type of the wine under the provisions of
paragraph (b) of this section.

(1) Treatment with filtering equip-
ment, and with fining or sterilizing
agents.

(2) Treatment with pasteurization as
necessary to perfect the wines to com-
mercial standards in accordance with
acceptable cellar practice but only in
such a manner and to such an extent as
not to change the basic composition of
the wine nor to eliminate any of its char-
acteristic elements.

(3) Treatment with refrigeration as
necessary to perfect the wine to commer-
cial standards in accordance with ac-
ceptable cellar practice but only in such
a manner and to such an extent as not to
change the basic composition of the wine
nor to eliminate any of its characteristic
elements.

(4) Treatment with methods and ma-
terials to the minimum extent necessary
to correct cloudiness, precipitation, or
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abnormal color, odor, or flavor develop-
ing in wine.

(5) Treatment with constituents nat-
urally present in the kind of fruit or
other agricultural product from which
the wine is produced for the purpose of
correcting deficiencies of these constitu-
ents, but only to the extent that such
constituents would be present in normal
wines of the same class or type not so
treated.
[Regs. No. 4, Amdt. 2, 3 F. R. 2093, as amended
by T. D. 5618, 13 F. R. 3019]

§ 4.23 Grape type designations. A
name indicative of a variety of grape
may be employed as the type designa-
tion of a grape wine if the wine derives
its predominant taste, aroma, and char-
acteristics, and at least 51 per cent of
its volume, from that variety of grape.
If such type designation is not known
to the consumer as the name of a grape
variety, there shall appear in direct con-
junction therewith an explanatory state-
ment as to the significance thereof.
[Regs. No. 4, Amdt. 2, 3 F. R. 20951

§ 4.24 Generic, semi-generic, and non-
generic designations of geographic sig-
nificance. (a) (1) A name of geographic
significance which is also the designa-
tion of a class or type of wine, shall be
deemed to have become generic only if
so found by the Deputy Commissioner.

(2) Examples of generic names, orig-
inally having geographic significance,
which are designations for a class or
type of wine are: Vermouth, Sake.

(b) (1) A name of geographic signifi-
cance, which is also the designation of a
class or type of wine, shall be deemed to
have become semi-generic only if so
found by the Deputy Commissioner.
Semi-generic designations may be used
to designate wines of an origin other
than that Indicated by such name only
if there appears In direct conjunction
therewith an appropriate appellation of
origin disclosing the true place of origin
of the wine, and If the wine so designated
conforms to the standard of Identity, If
any, for such wine contained in the reg-
ulations In this part or, if there be no
such standard, to the trade understand-
ing of such class or type.

(2) Examples of semi-generic names
which are also type designations for
grape wine are Angelica, Burgundy,
Claret, Chablis, Champagne, Chianti,
Malaga, Marsala, Madeira, Moselle, Port,
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Rhine Wine (syn. Hock), Sauterne, Haut
Sauterne, Sherry, Tokay.

(c) (1) A name of geographic signifi-
cance, which has not been found by the
Deputy Commissioner to be generic or
semi-generic may be used only to desig-
nate wines of the origin indicated by
such name, but such name shall not be
deemed to be the distinctive designation
of a wine unless the Deputy Commis-
sioner finds that It is known to the con-
sumer and to the trade as the designa-
tion of a specific wine of a particular
place or region, distinguishable from all
other wines.

(2) Examples of non-generic names
which are not distinctive designations
of specific wines are: American, Cali-
fornia, Lake Erie :Islands, Napa Valley,
New York State, French, Spanish.

(3) Examples of non-generic names
which are also distinctive designations
of specific grape wines are: Bordeaux
Blanc, Bordeaux Rouge, Graves, Medoc,
St. Julien, Chateau Yquem, Chateau
Margaux, Chateau Laflte, Pommard,
Chambertin, Montrachet, Rhone, Lieb-
fraumilch, Rudesheimer, Forster Deide-
sheimer, Schloss Johannisberger, La-
grima, Lacryma Christi.
[Regs. No. 4, Amdt. 2, 3 F. R. 2095, as amended
by Treasury Order 30, 5 F. R. 2212, T. D. 5618,
13 F. R. 3019[

NoTE: These examples appeared in Circu-
lar Letter PA-167, Feb. 24, 1939, 4 F. R. 1014:

Examples of names, not generic or semi-
generic, which are distinctive designations
of specific natural tEible wines, when quali-
fied by the word "wine," or its French or
German equivalent: Bordeaux, Medoc, St.
Julien, Margaux, Graves, Barsac, Pomerol, St.
Emilion; Bourgogne, Grand Chablis or Bour-
gogne des Environs de Chablis, Cote de Nuits,
Gevrey-Chambertin, Morey, Chambolle-Mu-
signy, Flagey-Echezeaux, Vosne-Romanee,
Nuits or Nuits-St. Georges, Cote de Beaune,
Aloxe-Corton, Savigny, Beaune, Pommard,
Volnay, Santenay, Meursault, Puligny-Mont-
rachet, Chassagne-Montrachet, Cote Macon-
naise or Maconnais, Macon, Cote Beaujolaise,
Beaujolais; Rhone or Cote du Rhone, Cote
Rotie, Hermitage, Chateauneuf-du-Pape, Ta-
vel; Loire, Anjou, Coteaux du Layon, Coteaux
re la Loise, Saumur, Anjou-Saumur, Tou-
raine, Vouvray; Alsace or Alsatian; Mosel-
Saar-Ruwer, Mosel; Swiss or Suisse.

§ 4.25 Appellations o origin. (a) A
wine shall be entitled to an appellation
of origin if (1) at ]east 75 percent of its
volume is derived from fruit or other
agricultural products both grown and
fermented in the :place or region indi-
cated by such appellation, (2) it has
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been fully manufactured and finished
within such place or region, and (3) it
conforms to the requirements of the laws
and regulations of such place or region
governing the composition, method of
manufacture and designation of wines
for home consumption.

(b) Wines subjected to cellar treat-
ment outside the place or region of origin
under the provisions of § 4.22 (c), and
blends of wines of the same origin
blended together outside the place or re-
gion of origin (if all the wines in the
blend have a common class, type or other
designation which is employed as the
designation of the blend) shall be en-
titled to the same appellation of origin
to which they would be entitled if such
cellar treatment or blending took place
within the place or region of origin.
[Regs. No. 4, Amdt. 2, 3 F. R. 2096]

LABELING REQUIREMENTS FOR WINE

§ 4.30 General-(a) Application. No
person engaged in business as a producer,
rectifier, blender, importer, or whole-
saler, directly or indirectly or through
an affiliate, shall sell or ship or deliver
for sale or shipment, or otherwise intro-
duce in interstate or foreign commerce,
or receive therein, or remove from cus-
toms custody, any wine in containers un-
less such wine is packaged, and such
packages are marked, branded, and la-
beled in conformity with this article.
Wine domestically bottled or packed
prior to Dec. 15, 1936, and imported
wine entered in customs bond in con-
tainers prior to that date shall be re-
garded as being packaged, marked,
branded and labeled in accordance with
this article, if the labels on such wine
(1) bear all the mandatory label infor-
mation required by § 4.32, even though
such information is not set forth in the
manner and form as required by § 4.32
and other sections of this title referred
to therein, and (2) bear no statements,
designs, or devices Which are false or
misleading.

(b) Alternation of labels. (1) It shall
be unlawful for any person to alter, mu-
tilate, destroy, obliterate or remove any
mark, brand, or label upon wine held
for sale in interstate or foreign com-
merce or after shipment therein, except
as authorized by Federal law, or except
as provided in subparagraph (2) of this
paragraph: Provided, That the District
Supervisors of the Alcohol Tax Unit may,
upon written application, permit addi-

tional labeling or relabeling of wine for
purposes of compliance with the require-
ments of this part or of State law.

(2) No application for permission to
relabel wine need be made in any case
where there is added to the container,
after removal from customs custody or
from the premises where bottled or
packed, a label identifying the wholesale
or retail distributor thereof, and con-
taining no reference whatever to the
characteristics of the product.
[Regs. No. 4, 1 F. R. 103, as amended by T. D.
5051, 6 F. R. 2874]

CRoss REFERENCE: For customs warehouses
and control of merchandise therein, see 19
CFR Part 19.

§ 4.31 Misbranding. Wine in con-
tainers shall be deemed to be mis-
branded:

(a) If the container fails to bear on
it a brand label (or a brand label and
other permitted labels) containing the
mandatory label information as required
by this part and conforming to the gen-
eral requirements specified in this part.

(b) If the container or any label on
the container or any individual covering,
carton, or other wrapper of the container
used for sale at retail (other than a ship-
ping carton, covering or wrapper of the
container) or any written, printed,
graphic, or other matter accompanying
the container to the consumer buyer con-
tains any statement, design, device, or
graphic, pictorial or emblematic repre-
sentation that is prohibited by this
article.

(c) If the container is in an individual
carton, covering, or other wrapper used
for sale at retail (other than a shipping
carton, covering, or wrapper of the con-
tainer) displaying thereon any written,
printed, graphic, or other matter, other
than the name and address of the pro-
ducer, importer, or person by whom bot-
tled or packed (and in addition the name
and address of the person for whom bot-
tled or packed), and such individual cov-
ering, carton, or other wrapper obscures
the mandatory label information re-
quired to be stated, and such individual
covering, carton or other wrapper fails
to reproduce on it, in the same manner,
all information so obscured; or if any
statement required by this section to
appear upon the label, or upon such in-
dividual covering, carton, or other wrap-
per, is obscured in any other manner or
is modified in any manner.
[Regs. No. 4, 1 F. R. 103]
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§ 4.32 Mandatory label information.
(a) Except as otherwise provided in par-
agraph (c) of this section, there shall
be stated on the brand label:

(1) Brand name, in accordance with
§ 4.33.

(2) Class, type, or other designation,
in accordance with § 4.34.

(3) Name and address, in accordance
with § 4.35.

(4) On blends consisting of foreign
and domestic wines, if any reference to
the presence of foreign wine is made,
the exact percentage by volume of for-
eign wine.

(b) There shall be stated on the brand
label, or on a separate label affixed in
immediate proximity thereto on the
same side of the container:

(1) Alcoholic content, or type desig-
nation in lieu thereof, in accordance with
§ 4.36.

(2) Net contents, in accordance with
§ 4.37.

(c) In the case of imported wine, the
name and address of the importer need
not be stated upon the brand label if
it is stated upon any other label affixed
to the container. In the case of domes-
tic wine, bottled or packed for a retailer
or other person under his private brand,
the name and address of the bottler or
packer need not be stated upon the
brand label if the name and address of
the person for whom bottled or packed
appears upon the brand label, and the
name and address of the bottler or
packer Is stated upon any other label
affixed to the container.
[T. D. 5098, 6 F. R. 5828, as amended by T. D.
6618, 13 F. R. 3020]

§ 4.33 Brand names-(a) General.
The product shall bear a brand name,
except that if not sold under a brand
name, then the name of the person re-
quired to appear on the brand label shall
be deemed a brand name for the purpose
of this part.

(b) Misleading brand names. No la-
bel shall contain any brand name, which,
standing alone, or in association with
other printed or graphic matter, creates
any impression or inference as to the
age, origin, identity, or other character-
istics of the product unless the Deputy
Commissioner finds that such brand
name, either when qualified by the word
"brand" or when not so qualified, con-
veys no erroneous impressions as to the

age, origin, identity, or other character-
istics of the product.

(c) Trade name of foreign origin.
This section shall not operate to prohibit
the use by any person of any trade name
or brand of foreign origin not effec-
tively registered in the United States
Patent Office on August 29, 1935, which
has been used by such person or his
predecessors in the United States for
a period of at least five years imme-
diately preceding August 29, 1935: Pro-
vided, That if such trade name or brand
is used, the designation of the product
shall be qualified by the name of the
locality in the United States In which
produced, and such qualifications shall
be in script, type, or printing as conspicu-
ous as the trade name or brand.
[T. D. 5051, 6 F. R. 28741

§ 4.34 Class and: type. (a) The class
of the wine shall be stated and such
statement shall be in conformity with
§§ 4.20 to 4.25 if the wine is defined
therein, except that "table" ("light")
and "dessert" wines need not be desig-
nated as such. In the case of still grape
wine there may appear, in lieu of the
class designation, any grape-type des-
ignation, semi-generic geographic type
designation, or geographic distinctive
designation to which the wine may be
entitled. In the case of champagne, the
type designation "champagne" may ap-
pear in lieu of the class designation
"sparkling wine". If the class of the
wine is not defined in §4.20-4.25, a
truthful and adequate statement of com-
position shall appear upon the brand
label of the product in lieu of a class
designation. In addition to the man-
datory designation for the wine, there
may be stated a distinctive or fanciful
name, or a designation in accordance
with trade understanding. All parts of
the designation of the wine, whether
mandatory or optional, shall be in direct
conjunction and in lettering substan-
tially of the same size and kind.

(b) An application of origin such as
"American", "California", "Chilean",
"New York State" or "Spanish", disclos-
ing the true place of origin of the wine,
shall appear in direct conjunction with
and in lettering substantially as con-
spicuous as the class and type designa-
tion, (1) if a grape variety name having
geographic significance is employed as
the type designation of the wine pursu-
ant to § 4.23, (2) if a semi-generic type
designation of geographic significance is

Page 498

§ 4.32



Chapter I-Bureau of Internal Revenue

employed as the type designation of the
wine pursuant to § 4.24 (b), or (3) if the
label bears any statement, design, device,
or representation which indicates or in-
fers origin.
[Regs. No. 4, Amdt. 2, 3 F. R. 2093, as
amended by T. D. 5618, 13 F. R. 30191

§4.35 Name and address-(a) Do-
mestic wine. On labels of containers of
domestic wine, there shall be stated the
name of the bottler or packer and the
place where bottled or packed (or in lieu
of such place, the principal place of busi-
ness of the bottler or packer if in the
same State where the wine was bottled or
packed, and, if bottled or packed on in-
ternal revenue bonded premises, the in-
ternal revenue registry number of such
premises) immediately preceded by the
words "Bottled by" or "Packed by" except
that:

(1) If the bottler or packer is also the
person who made not less than 75 percent
of such wine by crushing the grapes or
other materials, fermenting the must
and clarifying the resulting wine, or if
such person treated the wine in such
manner as to change the class thereof,
there may be stated, in lieu of the words
"Bottled by" or "Packed by", the words
"Produced and bottled by" or "Produced
and packed by".

(2) If the bottler or packer has also
either made or treated the wine, other-
wise than as described in subparagraph
(1) of this paragraph, there may be
stated, in lieu of the words "Bottled by"
or "Packed by", the phrases "Blended
and bottled (packed) by," "Rectified and
bottled (packed) by," "Prepared and bot-
tled (packed) by," "Made and bottled
(packed) by," as the case may be, or,
in the case of imitation wine only, "Man-
ufactured and bottled (packed) by."

(3) In addition to the name of the bot-
tler or packer and the place where bot-
tled or packed (but not in lieu thereof)
there may be stated the name and ad-
dress of any other person for whom such
wine is bottled or packed, immediately
preceded by the words "Bottled for" or
"Packed for" or "Distributed by" or other
similar statement; or the name and prin-
cipal place of business of the rectifier,
blender, or maker, immediately preceded
by the words "Rectified by," "Blended
by," or "Made by," respectively, or, in the
case of imitation wine only, "Manufac-
tured by."

(b) Imported wine. On labels of con-
tainers of imported wine, there shall be

819596-49-----33

stated the words "Imported by" or a
similar appropriate phrase, and imme-
diately thereafter the name of the per-
mittee who is the importer, agent, sole
distributor, or other person responsible
for the importation, together with the
principal place of business in the United
States of such person. In addition, but
not in lieu thereof, there may be stated
the name and principal place of business
of the foreign producer, blender, rectifier,
maker, bottler, packer, or shipper, pre-
ceded by the phrases "Produced by,"
"Blended by," "Rectified by," "Made by,"
"Bottled by .... Packed by," "Shipped by,"
respectively, or, in the case of Imitation
wine only, "Manufactured by."

(1) If the wine is bottled or packed in
the United States, there shall be stated,
in addition, the name of the bottler or
packer and the place where bottled or
packed immediately preceded by the
words "Bottled by" or "Packed by." If,
however, the wine is bottled or packed
in the United States by the person re-
sponsible for the importation there may
be stated, in lieu of the abovw required
statements, the name and principal
place of business in the United States
of such person, immediately preceded by
the phrase "Imported and bottled
(packed) by" or a similar appropriate
phrase.

(2) If the wine is blended, bottled, or
packed in a foreign country other than
the country of origin and the country of
origin is stated or otherwise indicated
on the label, there shall also be stated
the name of the bottler, packer, or
blender, and the place where bottled,
packed, or blended, immediately pre-
ceded by the words "Bottled by", "Packed
by", "Blended by", or other appropriate
statement.

(c) Form of address. The "place"
stated shall be the post-office address,
except that the street address may be
omitted. No additional places or ad-
dresses shall be stated for the same per-
son unless (1) such person is actively
engaged in the conduct of an additional
bona fide and actual alcoholic beverage
business at such additional place or ad-
dress, and (2) the label also contains in
direct conjunction therewith, appropri-
ate descriptive material Indicating the
function occurring at such additional
place or address in connection with the
particular product.

(d) Trade names. The trade name of
any permittee appearing upon any label
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shall be identical with the name in which
his basic permit is issued by the district
supervisor.
[Regs. No. 4, 1 F. R. 103, as amended by
Treasury Order 30, 5 F. R. 2212, T. D. 5618, 13
F. R. 3019]

§ 4.36 Alcoholic content. (a) Alco-
holic content shall be stated In the case
of wines containing more than 14 per-
cent of alcohol by volume, and, in the
case of wine containing 14 percent or
less of alcohol by volume, either the type
designation "table" wine ("light" wine)
or the alcoholic content shall be stated.
Any statement of alcoholic content shall
be made as prescribed in paragraph (b)
of this section.

(b) Alcoholic content shall be stated
In terms of percentage of alcohol by vol-
ume, and not otherwise, as provided in
either subparagraph (1) or (2) of this
paragraph:

(1) "Alcohol ... % by volume." Ex-
cept as provided in paragraph (c) of this
section, a tolerance of 1 percent, in the
case of wines containing more than 14
percent of alcohol by volume, and of 1.5
percent, in the case of wines containing
14 percent or less of alcohol by volume,
will be permitted either above or below
the stated percentage.

(2) "Alcohol -% to .% by vol-
ume." Except as provided in paragraph
(c) of this section, a range of not more
than 2 percent, in the case of wines con-
taining more than 14 percent of alcohol
by volume, and of not more than 3 per-
cent, in the case of wines containing 14
percent or less of alcohol by volume, will
be permitted between the minimum and
maximum percentages stated, and no
tolerances will be permitted either below
such minimum or above such maximum.

(c) Regardless of the type of statement
used and regardless of tolerances nor-
mally permitted in direct statements and
ranges normally permitted in maximum
and minimum statements, alcoholic con-
tent statements, whether required or
optional, shall definitely and correctly
indicate the class, type and taxable grade
of the wine so labelel and nothing in this
section shall be construed as authorizing
the appearance upon the labels of any
wine of an alcoholic content statement in
terms of maximum and minimum per-
centages which overlaps a prescribed lim-
itation on the alcoholic content of any
class, type, or taxable grade of wine, or
a direct statement of alcoholic content
which indicates that the alcoholic con-

tent of the wine is within such a limi-
tation when in fact it is not.
[T. D. 5618, 13 F. R. 30201

§ 4.37 Net contents. (a) The net con-
tents of wine for which a standard of
fill is prescribed in §§ 4.70-4.72 shall be
stated in the same manner and form in
which such standard of fill is set forth
in said article.

(b) The net contents of wine for which
no standard of fill is prescribed in
§§ 4.70-4.72 shall be stated as follows,
except that net contents may be ex-
pressed in the metric system of measure
for containers of 1, liter, 1 liter and 11/2
liter:

(1) If 1 pint, 1 quart, or 1 gallon, the
net contents shall be so stated.

(2) If less than a pint, the net con-
tents shall be stated in fractions of a
pint, or in fluid ounces.

(3) If more than a pint, but less than
a quart, the net contents shall be stated
in fractions of a quart, or In pints and
fluid ounces.

(4) If more than a quart, but less than
a gallon, the net contents shall be stated
In fractions of a gallon, or in quarts,
pints, and fluid ounces.

(5) If more than a gallon, the net con-
tents shall be stated in gallons and frac-
tions thereof.

(c) All fractions shall be expressed in
their lowest denomination.

(d) The net contents need not be
stated on any label if the net contents
are displayed by having the same blown
or branded in the container on the same
side of the container as the brand label, in
letters or figures in such manner as to be
plainly legible under ordinary circum-
stances, and such statement is not ob-
scured In any manner in whole or in part.

(e) Statement of net contents shall
indicate exactly the volume of wine
within the container, except that the fol-
lowing tolerances shall be allowed:

(1) Discrepancies due exclusively to
errors in measuring which occur in fill-
ing conducted in compliance with good
commercial practice.

(2) Discrepancies due exclusively to
differences in the capacity of containers,
resulting solely from unavoidable diffi-
culties in manufacturing such containers
so as to be of uniform capacity: Provided,
That no greater tolerance shall be al-
lowed in case of containers which, be-
cause of their design, cannot be made of

Page- 500

§ 4.36



Chapter I-Bureau of Internal Revenue

approximately uniform capacity than is
allowed in case of containers which can
be manufactured so as to be of approxi-
mately uniform capacity.

(3) Discrepancies in measure due to
differences in atmospheric conditions in
various places and which unavoidably
result from the ordinary and customary
exposure of alcoholic beverages in con-
tainers to evaporation. The reasonable-
ness of discrepancies under this para-
graph shall be determined on the facts in
each case.

f) Unreasonable shortages in certain
of the containers in any shipment shall
not be compensated by overages in other
containers in the same shipment.
[Regs. No. 4, 1 F. R. 103, as amended by
T. D. 5093, 6 F. R. 5465]

§ 4.38 General requirements-(a)
Contrasting background. All labels shall
be so designed that all the statements
thereon required by §§ 4.30-4.39 are
readily legible under ordinary conditions,
and all such statements shall be on a
contrasting background.

(b) Size of type. All statements (other
than alcoholic content statements upon
labels of containers having a capacity of
1 gallon or less) required on labels by
this article, shall be in readily legible
script, type, or printing not smaller than
8-point gothic caps except that if con-
tained among other descriptive or ex-
planatory reading matter, the script,
type, or printing of all required material
shall be of a size substantially more con-
spicuous than such other descriptive or
explanatory reading matter: Provided,
That in the case of labels of containers
having a capacity of less than one-half
pint, such script, type, or printing
thereon need not be In 8-point' gothic
caps, but shall be readily legible under
ordinary conditions. Alcoholic content
statements, whether required or optional,
on labels on containers having a capac-
ity of 1 gallon or less shall be readily
legible under ordinary conditions but
shall not appear in script, type, or print-
ing larger or more conspicuous than
8-point gothic caps.

(c) English language. All mandatory
label information shall be stated on
labels in the English language: Provided,
That the brand name, the place of pro-
duction, and the name of the manufac-
turer, producer, blender, rectifier, maker,
bottler, packer, or shipper appearing on
the label need not be in the English lan-

guage if the words "Product of" imme-
diately precede the name of the country
of origin stated in accordance with cus-
toms' requirements. Additional state-
ments in foreign languages may be made
on labels, if no such statements in any
way conflict with, or are contradictory to,
the requirements of § § 4.30-4.39.

(d) Location of label. No label, other
than stamps authorized or required by
the United States Government or any
State or foreign government, shall be
affixed over the mouths of containers of
wine, and no label shall obscure any such
stamps or be obscured thereby.

(e) Labels firmly aflixed. All labels
shall be affixed to containers of wine in
such manner that they cannot be re-
moved without thorough application of
water or other solvents.

(f) Additional information on labels.
Labels may contain information other
than the mandatory label information
required by §§ 4.30-4.39, provided such
information complies with the require-
ments of such sections and does not con-
flict with, nor in any manner qualify
statements required by, any regulations
promulgated under the act.

(g) Representations as to materials.
If any representation (other than repre-
sentations or information required by
§§ 4.30-4.39) is made as to the presence,
excellence, or other characteristic of any
ingredient in any wine, or used in the
production thereof, the label containing
such representation shall state, in print,
type, or script, substantially as conspicu-
ous as such representation, the name and
amount in percent by volume of each
such ingredient.

• (h) Statement of contents of contain-
ers. Upon request of the Deputy Com-
missioner, there shall be submitted to
him a full and accurate statement of the.
contents of the containers to which labels
are to be or have been affixed.
[Regs. No: 4, 1 F. R. 103, as amended by
Treasury Order 30, 5 P. R. 2212, T. D. 5618,
13 F. R. 30201

§4.39 Prohibited practices-(a)
Statements on labels. Containers of
wine, or any label on such containers, or
any individual covering, carton, or other
wrapper of such container, or any writ-
ten, printed, graphic, or other matter
accompanying such container to the con-
sumer shall not contain:

(1) Any statement that is false or un-
true in any particular, or that, irrespec-
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tive of falsity, directly or by ambiguity,
omission, or inference, or by the addition
of irrelevant, scientific, or technical mat-
ter, tends to create a misleading impres-
sion.

(2) Any statement that is disparaging
of a competitor's products.

(3) Any statement, design, device, or
representation which is obscene or in-
decent.

(4) Any statement, design, device, or
representation of or relating to analyses,
standards, or tests, irrespective of falsity,
which the Deputy Commissioner finds to
be likely to mislead the consumer.

(5) Any statement, design, device, or
representation of or relating to any guar-
anty, irrespective of falsity, which the
Deputy Commissioner finds to be likely to
mislead the consumer.

(6) A trade or brand name that is the
name of any living individual of public
prominence, or existing private or public
organization, or is a name that is in sim-
ulation or is an abbreviation thereof, or
any graphic, pictorial, or emblematic
representation of any such individual or
organization, if the use of such name or
representation is likely falsely to lead the
consumer to believe that the product has
been endorsed, made, or used by, or pro-
duced for, or under the supervision of,
or in accordance with the specifications
of, such individual or organization; Pro-
vided, That this paragraph shall not ap-
ply to the use of the name of any person
engaged in business as a producer, blend-
er, rectifier, importer, wholesaler, re-
tailer, bottler, or warehouseman of wine,
nor to the use by any person of a trade
or brand name that is the name of any
living individual of public prominence
or existing private or public organization,
provided such trade or brand name was
used by him or his predecessors in inter-
est prior to August 29, 1935.'

(7) Any statement, design, device, or
representation (other than a statement
of alcoholic content in conformity with
§ 4.36) which tends to create the impres-
sion that the wine has been "fortified",
or contains distilled spirits, or has in-

'Under subparagraph (5) the Deputy Com-
missioner has permitted the use of state-
ments in substantially the following form:
"We will refund the purchase price to the
purchaser if he Is in any manner dissatisfied
with the contents of this package.

(Name of permittee making statement)

toxicating qualities, except that a state-
ment of composition, if required to ap-
pear as the designation of a product not
defined in §§ 4.20-4.25, may include a
reference to the type of distilled spirits
employed therein.

(8) Any coined word or name in the
brand name or class and type designa-
tion which simulates, imitates, or which
tends to create the impression that the
wine so labeled is entitled to bear, any
class, type, or permitted designation rec-
ognized by the regulations in this part
unless such wine conforms to the require-
ments prescribed with respect to such
designation and is in fact so designated
on its labels.

(b) Statement of age. No statement
of age or representation relative to age
(including words or devices in any brand
name or mark) shall be made, except
that:

(1) In the case of domestic vintage
wine bottled or packed in containers by
the permittee who crushed the grapes,
fermented the must, and clarified such
wine, the year of vintage may be stated
but only If there Is likewise stated on
the brand label, in direct conjunction
with the class, type, or distinctive desig-
nation, and in lettering substantially as
conspicuous as such designation, the
name of the viticultural area in which
the grapes were grown and the wine
fermented.

(2) In the case of domestic vintage
wine rebottled in containers of a capacity
of 1 gallon or less by a person other than
the producer thereof, the year of vintage
may be stated but only if the container
from which such wine is bottled is the
original container of the permittee who
produced such wine, and such container
bears upon the brand label thereof a
vintage date. If the year of vintage is
stated upon the brand label of wine so
rebottled, there shall also be stated the
name of the viticultural area, and the
class, type, or distinctive designation of
the wine, in the same manner and form
as such statements appear on the brand
label of the original container.

(3) In the case of Imported vintage
wine, the year of vintage may be stated
if such wine was bottled prior to Im-
portation in containers of 1 gallon or
less.

(4) Truthful references of a general
and Informative nature relating to meth-
ods of wine production involving storage
or aging, such as "'This wine has been
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mellowed In oak casks," "Stored in small
barrels" or "Matured at regulated tem-
peratures in our cellars," may appear but
only in an inconspicuous manner and
then only on back labels or on other
matter accompanying the container.

(c) Statement of bottling dates. The
statement of any bottling date shall not
be deemed to be a representation rela-
tive to age, if such statement appears in
lettering not greater than 8-point gothic
caps and in the following form: "Bottled
in . " (inserting the year in which the
wine was bottled).

(d) Use of the word "old." The use
of the word "old" or other word denot-
ing age, as part 'of the brand name,
shall not be deemed to be a representa-
tion relative to age, if the word "brand"
appears In direct conjunction with such
brand name, in letters of equally con-
spicuous color and at least one-half the
size of the lettering in which such brand
name is printed.

(e) Statement of miscellaneous dates.
No date, except as provided in para-
graphs (b) and (c) of this section with
respect to statement of vintage year and
bottling date, shall be stated on any label
unless in addition thereto and in direct
conjunction therewith, in the same size
and kind of printing, there shall be stated
an explanation of the significance of such
date: Provided, That if any date refers
to the date of establishment of any busi-
ness, such date shall not be stated In the
case of containers of a capacity of 1
gallon or less in any printing, type, or
script, larger than 8-point gothic caps,
and shall only be stated in direct con-
junction wtth the name of the person
to whom It refers.

(f) Simulation of Government stamps.
(1) No labels shall be of such design as
to resemble or simulate a stamp of the
United States Government or any State
or foreign government. No label, other
than stamps authorized or required by
the United States Government or any
State or foreign government, shall state
or indicate that the wine contained in
the labeled container is produced,
blended, bottled, packed, or sold under,
or in accordance with, any municipal,
State or Federal Government authoriza-
tion, law, or regulation, unless such state-
ment is required or specifically author-
ized by Federal, State or municipal law
or regulation, or is required or specifically
authorized by the laws or regulations of a
foreign country. If the municipal, State,

or Federal Government permit number is
stated upon a label, it shall not be accom-
panied by any additional statement re-
lating thereto.

(2) Bonded winery and storeroom
numbers may be stated but only in di-
rect conjunction with the name and ad-
dress of the person operating such winery
or storeroom. Statement of bonded win-
ery or storeroom numbers may be made
in the following form: "Bonded Winery
No. " "B. W. No. ', "Bonded
Storeroom No. ", "B. S. No. "
No additional reference thereto shall be
made, nor shall any use be made of such
statement that may convey the impres-
sion that the wine has been made or ma-
tured under Government supervision or
in accordance with Government specifi-
cations or standards.

(g) Use of the word "Importer", or
similar words. The word "Importer", or
similar words, shall not be stated on la-
bels on containers of domestic wine ex-
cept as part of the bona fide name of a
permittee for or by whom, or of a re-
tailer for whom, such wine is bottled or
packed: Provided, That in all cases where
such words are used as part of such
name, there shall be stated on the same
label the words "Product of the United
States", or similar words to negative any
impression that the product is im-
ported, and such negative statements
shall appear in the same size and kind
of printing as such name.

(h) Flags, seals, coats of arms, crests,
and other insignia. Labels shall not con-
tain, in the brand name or otherwise, any
statement, design, device, or pictorial
representation which the Deputy Com-
missioner finds relates to, or is capable
of being construed as relating to, the
armed forces of the United States, or
the American flag, or any emblem, seal,
insignia, or decoration associated with
such flag or armed forces; nor shall any
label contain any statement, design, de-
vice, or pictorial representation of or
concerning any flag, seal, coat of arms,
crest or other insignia, likely to mislead
the consumer to believe that the product
has been endorsed, made, or used by,
or produced for, or under the supervision
of, or in accordance with the specifica-
tions of the government, organization,
family, or individual with whom such
flag, seal, coat of arms, crest, or insignia
is associated.

(I) Curative and therapeutic effects.
Labels shall not contain any statement,
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design, or device representing that the
.use of any wine has curative or thera-
peutic effects if such statement is untrue
in any particular or tends to create a
misleading impression.

(j) Individual coverings and cartons.
Individual coverings, cartons, or other
wrappers of containers of wine, or any
written, printed, graphic, or other mat-
ter accompanying the container, shall
not contain any statement or any graphic
pictorial, or emblematic representation or
other matter which is prohibited from
appearing on any label or container of
wine.
[Regs. No. 4, 1 F. R. 103, as amended by
Amdt. 2, 3 F. R. 2096, Treasury Order 30, 5
F. R. 2212, T. D. 5051, 6 F. R. 2874, T. D. 5618,
13 F. R. 3020]

REQUIREMENTS FOR WITHDRAWAL OF WINE
FROM CUSTOMS CUSTODY

§ 4.40 Label approval and release-
(a) Application. On or after December
15, 1936, imported wine shall not be re-
leased from customs custody for con-
sumption, except pursuant to procedure
and forms prescribed by this section.

(b) Affidavit. No Imported wine shall
be released from customs custody unless
there shall have been deposited with the
appropriate customs officer at the port
of entry an "Affidavit for release of dis-
tilled spirits, wine or malt beverages un-
der the Federal Alcohol Administration
Act" (Form 1652), which document shall
be properly filled out and sworn to by
the importer or transferee in bond, cov-
ering the particular brand or lot of wine
sought to be released, and which docu-
ment shall be accompanied by the orig-
inal or a photostatic copy firmly at-
tached thereto of a "Certificate of label
approval under the Federal Alcohol Ad-
ministration Act" (Form 1649).

Such certificate shall be issued by the
Deputy Commissioner upon application
made on the form designated "Applica-
tion for certificate of label approval un-
der the Federal Alcohol Administration
Act" (Form 1647), properly filled out
and certified to by the importer or trans-
feree in bond.

(c) Release. If the "Affidavit for re-
lease of distilled spirits, wine or malt
beverages under the Federal Alcohol Ad-
ministration Act" (Form 1652), is ac-
companied by the original or a photo-
static copy of the "Certificate of label
approval under the Federal Alcohol Ad-
ministration Act" (Form 1649), the cer-
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tificate of which bears the signature of
the officer designated by the Deputy
Commissioner, then the brand or lot of
imported wine bearing labels identical
with those shown on the original or a
photostatic copy may be released from
customs custody.

(d) Relabeling. Imported wine in
customs custody which is not labeled in
conformity with certificates of label ap-
proval issued by the Deputy Commis-
sioner must be relabeled prior to release,
under the supervision and direction of
the customs officers of the port at which
such wine is located.
[Regs. No. 4, 1 F. R. 103, as amended by Ardt.
1, 1 F. R. 110, Treasury Order 30, 5 F. R.
22121

REQUIREMENTS FOR APPROVAL OF LABELS OF
WINE DOMESTICALLY BOTTLED OR PACKED

§ 4.50 Certificates of label approval.
(a) No person shall bottle or pack wine,
other than wine bottled or packed In cus-
toms custody, or remove such wine from
the plant where bottled or packed, unless
upon application to the Deputy Commis-
sioner he has obtained and has In his
possession a "Certificate of label ap-
proval under the Federal Alcohol Ad-
ministration Act" (Form 1649), covering
such wine. Such certificate of label ap-
proval shall be Issued by the Deputy
Commissioner upon application made
upon the form designated "Application
for certificate of label approval under the
Federal Alcohol Administration Act"
(Form 1647), properly filled out and cer-
tified to by the applicant.

(b) Any bottler or packer of wine shall
be exempt from the requirements of this
section and §§ 4.51, 4.52 if upon applica-
tion he shows to the satisfaction of the
Deputy Commissioner that the wine to
be bottled or packed by him is not to be
sold, offered for sale, or shipped or deliv-
ered for shipment, or otherwise Intro-
duced in interstate or foreign commerce.
A "Certificate of exemption from label
approval under the Federal Alcohol Ad-
ministration Act" (Form 1650) shall be
issued by the Deputy Commissioner upon
application upon the form designated
"Application for certificate of exemption
from label approval under the Federal
Alcohol Administration Act" (Form

2 Copies of Form 1647 may be secured from
the district supervisors of the Alcohol Tax
Unit on request; copies of Form 1652 may
be secured from the local Customs office.
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1648), properly filled out and certified to
by the applicant!a

[Regs. No. 4, 1 F. R. 103, as amended by
Treasury Order 30, 5 F. R. 2212]

§ 4.51 Exhibiting certificates to Gov-
ernment officials. Any bottler or packer
holding an original or duplicate original
of a certificate of label approval or a cer-
tificate of exemption shall, upon de-
mand, exhibit such certificate to a duly
authorized representative of the United
States Government.
[Regs. No. 4, 1 F. R. 103]

§ 4.52 Photoprints. Photoprints or
other reproductions of certificates of la-
bel approval or certificates of exemption
are not acceptable, for the purposes of
§ § 4.50-4.52, as substitutes for an original
or duplicate original of a certificate of
label approval, or a certificate of exemp-
tion. The Deputy Commissioner will,
upon the request of the bottler or packer,
issue duplicate originals of certificates
of label approval or of certificates of
exemption if wine under the same brand
is bottled or packed at more than one
plant by the same person, and if the
necessity for the duplicate original is
shown and there is listed with the Deputy
Commissioner the name and address of
the additional bottling or packing plant
where the particular label is to be used.
[Regs. No. 4, 1 F. R. 103, as amended by
Treasury Order 30, 5 F. R. 2212]

ADVERTISING OF WINE

§ 4.60 Application. No person en-
gaged in business as a producer, recti-
fier, blender, importer, or wholesaler of
wine, directly or indirectly or through
an affiliate, shall publish or disseminate
or cause to be published or disseminated
by radio broadcast, or in any newspaper,
periodical, or other publication, or by
any sign or outdoor advertisement, or
any other printed or graphic matter any
advertisement of wine, if such adver-
tisement is in, or is calculated to induce
sales in, interstate or foreign commerce,
or is disseminated by mail, unless such
advertisement is in conformity with
§§ 4.60-4.64: Provided, That such sec-
tions shall not apply to outdoor adver-

I Copies of Forms 1647 and 1648 may be se-
cured from the district supervisors of the
Alcohol Tax Unit on request. For formula
wines see AT Circular 879, May 20, 1946, with
respect to submission of a copy of the ap-
proved formula on Form 698--Supplemental
and a copy of the approved statement of
process, in addition to Forms 1647 and 1648.

tising in place on June 18, 1935, but shall
apply upon replacement, restoration, or
renovation of any such advertising: And
provided further, That such sections
shall not apply to the publisher of any
newspaper, periodical, or other publi-
cation, or radio broadcaster, unless such
publisher or radio broadcaster is en-
gaged in business as a producer, rectifier,
blender, importer, or wholesaler of wine,
directly or indirectly, or through an af-
filiate.
[Regs. No. 4, 1 F. R. 1031

§ 4.61 Definitions. As used in §§ 4.60-
4.64 the term "advertisement" includes
any advertisement of wine through the
medium of radio broadcast; or of news-
papers, periodicals, or other publications;
or of any sign or outdoor advertisement;
or of any other printed or graphic mat-
ter, including trade booklets, menus, and
wine cards-if such advertisement is in,
or is calculated to induce sales in, in-
terstate or foreign commerce; or is dis-
seminated by mail; except that such
term shall not include:

(a) Any label affixed to any container
of wine; or any individual covering, car-
ton, or other wrapper of such container
or any written, printed, graphic, or other
matter accompanying the container
which constitutes a part of the labeling
under §§ 4.30-4.39.

(b) Any editorial or other reading
matter in any periodical or publication
or newspaper for the publication of which
no money or other valuable consideration
is paid or promised, directly or indi-
rectly, by any permittee.
[Regs. No. 4, 1 F. R. 1031

§ 4.62 Mandatory statements - (a)
Responsible advertiser. The advertise-
ment shall state the name and address
of the permittee responsible for its pub-
lication or broadcast. Street number
and name may be omitted in the address.

(b) Class, type, and distinctive desig-
nation. The advertisement shall con-
tain a conspicuous statement of the class,
type, or distinctive designation to which
the product belongs, corresponding with
the statement of class, type, or distinc-
tive designation which is required to ap-
pear on the label of the product.
[Regs. No. 4, 1 F. R. 103, as amended by T. D.
5150, 7 F. R. 36591

§ 4.63 Legibility of requirements.
Statements required under § § 4.60-4.64 to
appear in any written, printed, or
graphic advertisement shall be in let-
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tering or type of a size sufficient to ren-
der them both conspicuous and readily
legible.
[Regs. No. 4, 1 F. R. 103]

NoTr: A circular letter concerning state-
ments of mandatory information in ad-
vertisements, dated June 5, 1939, appearing
at 4 F. R. 2305 and provided in part as
follows:

Required statements as to neutral spirits
content should ordinarily appear in direct
conjunction with the most prominent ref-
erence in the advertisement to the class and
type of the advertised product.

Mandatory information should be stated
at least in type or lettering which is the
equivalent of eight-point type. The size of
the type should be increased proportionately
with the size of the advertisement, and
should not be smaller or less conspicuous
than promotional copy or other unrequired
descriptive matter appearing in the adver-
tisement. In the case of signs, billboards,
and displays, the mandatory information
should be conspicuous and readily legible
from the distance at which the advertise-
ment is intended to be and is customarily
viewed.

Mandatory information should be so stated
as to be clearly a part of the advertisement
and should not be separated in any manner
from the remainder of the advertisement.

Mandatory information for two products
should not be stated in direct conjunction
unless clearly distinguished.

Mandatory information should not be
buried or concealed by including it in unre-
quired descriptive matter.

In every case mandatory information
should be stated so that it will come to the
attention of persons viewing the advertise-
ment.

§ 4.64 Prohibited statements. (a)
Restrictions. The advertisement of wine
shall not contain:

(1) Any statement that is false or mis-
leading in any material particular.

(2) Any statement that is disparaging
of a competitor's products.

(3) Any statement, design, device, or
representation which is obscene or in-
decent.

(4) Any statement, design, device, or
representation of or relating to analyses,
standards, or tests, irrespective of falsity,
which the Deputy Commissioner finds to
be likely to mislead the consumer.

(5) Any statement, design, device, or
representation of or relating to any guar-
anty, irrespective of falsity, which the
Deputy Commissioner finds to be likely
to mislead the consumer. "

(6) Any statement that the wine is
produced, blended, bottled, packed, or
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sold under, or in accordance with, any
municipal, State, or Federal Government
authorization, law, or regulations; and if
a municipal, State, or Federal permit
number is stated, the permit number
shall not be accompanied by any addi-
tional statement relating thereto.

(7) Any statement of bonded winery
and storeroom numbers unless stated in
direct conjunction with the name and
address of the person operating such
winery or storeroom. Statement of
bonded winery or storeroom numbers
may be made in the following form:
"Bonded Winery No. ___" "B. W.
No .. ", "Bonded storeroom No. "
"B. S. No. ". No additional refer-
ence thereto shall be made, nor shall any
use be made of such statement that may
convey the impression that the wine has
been made or matured under Govern-
ment supervision or in accordance with
Government specifications or standards.

(8) Any statement, design, device, or
representation which relates to alcoholic
content, or which tends to create the
impression that the wine has been forti-
fied, or contains distilled spirits, or has
intoxicating qualities, except that a
statement of composition, if required to
appear as a designation of a product not
defined in §§ 4.20-4.25, may include a
reference to the type of distilled spirits
employed therein.

(b) Statements inconsistent with la-
beling. The advertisement shall not
contain any statement concerning a
brand or lot of wine that is inconsistent
with any statement on the labeling
thereof. This requirement shall become
effective December 15, 1936.

(c) Statement of age. No statement
of age or representation relative to age
(including words or devices in any brand
name or mark) shall be made, except
that:

(1) In the case of domestic vintage
wine bottled or packed and labeled in
accordance with the provisions of § 4.39
(b) (1), (2), the year of vintage may be
stated but only if there is likewise stated,
in direct conjunction with the class, type,
or distinctive designation of the wine, in
lettering substantially as conspicuous as
such designation and in the same man-
ner and form as such statements appear
on the brand label of the container, the
name of the viticultural area in which the
grapes were grown and the wine fer-
mented.
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(2) In the case of Imported vintage
wine bottled and labeled in accordance
with the provisions of § 4.39 (b) (3) the
year of vintage may be stated.

(3) Truthful references of a general
and informative nature relating to meth-
ods of wine production involving storage
or aging, such as "This wine has been
mellowed in oak casks." "Stored in small
barrels" or "Matured at regulated tem-
peratures in our cellars" may be made.

(d) Statement of bottling dates. The
statement of any bottling date shall not
be deemed to be a representation relative
to age, if such statement appears with-
out undue emphasis in the following
form: "Bottled in ---- " (inserting the
year In which the wine was bottled).

(e) Use of the word "old." The use of
the word "old" or other word denoting
age, as part of the brand name, shall not
be deemed to be a representation relative
to age, if the word "brand" appears in
direct conjunction with such brand
name, in letters of equally conspicuous
color and at least one-half the size of the
lettering in which such brand name ap-
pears.

(f) Statement of miscellaneous dates.
No date, except as provided in para-
graphs (c) and (d) of this section, with
respect to statement of vintage year and
bottling date, shall be stated unless, In
addition thereto, and In direct conjunc-
tion therewith, in the same size and kind
of printing there shall be stated an ex-
planation of the significance of such
date: Provided, That if any date refers
to the date of establishment of any busi-
ness, such date shall be stated without
undue emphasis and in direct conjunc-
tion with the name of the person to whom
it refers.

(g) Flags, seals, coats of arms, crests,
and other insignia. No advertisement
shall contain any statement, design, de-
vice, or pictorial representation of or re-
lating to, or capable of being construed as
relating to, the armed forces of the
United States, or of the American flag,
or of any emblem, seal, insignia, or dec-
oration associated with such flag or
armed forces; nor shall any advertise-
ment contain any statement, device, de-
sign, or pictorial representation of or
concerning any flag, seal, coat of arms,
crest, or other Insignia, likely to mislead
the consumer to believe that the product
has been endorsed, made, or used by, or
produced for, or under the supervision of,

819596-49-34

or in accordance with the specifications
of the government, organization, family,
or individual with whom such flag, seal,
coat of arms, crests, or insignia is asso-
ciated.

(h) Statements indicative of origin.
No statement, design, device, or repre-
sentation which tends to create the im-
pression that the wine originated In a
particular place or region, shall appear
in any advertisement unless the label of
the advertised product bears an appella-
tion of origin, and such appellation of
origin appears in the advertisement in
direct conjunction with the class and
type designation.

(i) Use of the word "importer" or
similar words. The word "importer" or
similar words shall not appear in ad-
vertisements of domestic wine except as
part of the bona fide name of the per-
mittee by or for whom, or of a retailer
for whom, such wine is bottled or packed:
Provided, That in all cases where such
words are used as part of such name,
there shall be stated the words "Prod-
uct of the United States" or similar words
to negate any Impression that the prod-
uct is imported, and such negating state-
ments shall appear in the same size and
kind of printing as such name.

(j) Curative and therapeutic effects.
The advertisement shall not contain any
statement, design, or device representing
that the use of any wine has curative or
therapeutic effects, if such statement is
untrue in any particular, or tends to
create a misleading impression.

(k) Confusion of brands. Two or more
different brands or lots of wine shall not
be advertised in one advertisement (or
in two or more advertisements In one
issue of a periodical or newspaper, or in
one piece of other written, printed, or
graphic matter) if the advertisement
tends to create the impression that rep-
resentations made as to one brand or lot
apply to the other or others, and if as to
such latter the representations contra-
vene any provision of §§ 4.60-4.64 or are
in any respect untrue.
[Regs. No. 4, 1 F. R. 103, as amended by Amdt.
1, 1 F. R. 110, Amdt. 2, 3 F. R. 2096, Treasury
Order 30, 5 F. R. 2212, T. D. 5051, 6 F. R.
2874, T. D. 5150, 7 F. R. 3659, T. D. 5618, 13
F. R. 30211

STANDARDS OF FILL FOR WINE

§ 4.70 Application. (a) Except as
provided In paragraph (b) of this sec-
tion, no person engaged in business as

Page 507

§. 4.70



Title 27-Intoxicating Liquors

a producer, rectifier, blender, importer.
or wholesaler of wine, directly or indi-
rectly or through an affiliate, shall sell or
ship or deliver for sale or shipment, or
otherwise introduce in interstate or for-
eign commerce, or receive therein, or
remove from customs custody, any wine
unless such wine is bottled or packed In,
the standard wine containers herein pre-
scribed.

(b) Sections 4.70-4.72 shall not apply
(1) to sake, or (2) to wine packed in
containers of 5 gallons or more, or (3) to
imported wine in the original containers
in which entered in customs custody, or
(4) to wine domestically bottled or
packed, either in or out of customs cus-
tody, prior to the effective date of this
article, if the container, or the label on
the container, bears a conspicuous state-
ment of the net contents thereof, and if
the actual capacity of the container is
not substantially less than the apparent
capacity upon visual examination under
ordinary conditions of purchase or use.
[T. D. 5093, 6 F. R. 54651

§ 4.71 Standard wine containers. (a)
A standard wine container shall be made,
formed and filled to meet the following
specifications:

(1) Design. It shall be so made and
formed as not to mislead the purchaser.
Wine containers shall be held (irrespec-
tive of the correctness of the net con-
tents specified on the label) to be so made
and formed as to mislead the purchaser
if the actual capacity is substantially less
than the apparent capacity upon visual
examination under ordinary conditions
of purchase or use; and

(2) Fill. It shall be so filled as to con-
tain the quantity of wine specified in one
of the standards of fill prescribed in
§ 4.72; and

(3) Headspace. It shall be so made
and filled as to have a headspace not in
excess of 6 percent of its total capacity
after closure if the net contents of the
container is % pint or more, and a head-
space not in excess of 10 percent of such
capacity in the case of all other con-
tainers.
[T. D. 5093, 6 F. R. 54651

§ 4.72 Standards of fill. (a) The
standards of fill for wine shall be the
following, subject to the tolerances here-
inafter allowed:

(1) For all wines:

Page 508

4.9 gallons.
3 gallons.
1 gallon.
/ gallon.

1 quart.
% quart.

I pint.
4/5 pint.
% pint.
4 ounces.
3 ounces.
2 ounces.

(2) In addition, for sparkling and car-
bonated wines only: 2/5 gallon.

(3) In addition, for aperitif wines
only: '5A6 quart.

(b) The tolerances in fill shall be the
same as are allowed by § 4.37 in respect
to statement of net contents upon labels.
[T. D. 5093, 6 F. R. 5465, as amended by T. D.
5618, 13 F. R. 3021]

GENERAL PROVISIONS

§ 4.80 Exports. The regulations In
this part shall not apply to wine ex-
ported in bond.
IT. D. 5093, 6 F. R. 5465]

Part 5-Labeling and Advertis-
ing of Distilled Spirits

Sec.
51 Definitions.

STANDARDS OF IDENTITY FOR DISTILLED SPIRITS

5.20 Application of standards.
5.21 The standards of identity.
5.22 Alteration of class and type; harmless

coloring, flavoring and blending
materials.

LABELING REQUIREMENS FOR DISTILLED SPIRITS

5.30 General.
5.31 Misbranding.
5,32 Mandatory label information.
5.33 Brand names.
5.34 Class and type.
5.35 Name and address.
5.36 Alcoholic content.
5.37 Net contents.
5.38 Presence of neutral spirits and color-

ing, flavoring, and blending materials.
5.39 Statements of age and percentage.
5.40 General requirements.
5.41 Prohibited practices.

REQUIREMENTS FOR WITHDRAWAL FROM CUSTOMS
CUSTODY OF BOTTLED IMPORTED DISTILLED
SPIRITS

5,45 Label approval and release.
5.46 Certificates of age and origin.

REQUIREMENTS FOR APPROVAL OF LABELS OF
DOMESTICALLY BOTTLED DISTILLED SPIRITS

5.50 Certificates of label approval.
5.51 Certificates of age and origin.
5.52 Exhibiting certificates to Government

officials.
5.53 Photoprints.
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ADVERTISING OF DISTILLED SPIRITS

Sec.
5.60 Application.
5.61 Definitions.
5.62 Mandatory statements.
5.63 Lettering.
5.64 Prohibited statements.

STANDARDS OF FILL FOR BOTTLED DISTILLED

SPIRITS

5.70 Application.
5.71 Misbranding.
5.72 Standard liquor bottles.
5.73 Standards of fill.
5.74 Vintage spirits.

GENERAL PROVISIONS

5.80 Exports.
5.81 Applicability of other regulations.

AUTrroRTy: §§ 5.1 to 5.81 Issued under 53
Stat. 375; 26 U. S. 0. 3176. Interpret or apply
sec. 5, 49 Stat. 981, as amended; 27 U. S. C.
205.

CROSS REFERENCES: For regulations relating
to the labeling and advertising of wine, see
Part 4 of this chapter. For regulations re-
lating to the labeling and advertising of malt
beverages, see Part 7 of this chapter. For
collection of internal revenue tax on intoxi-
cating liquors, denatured alcohol, and articles
containing denatured alcohol, coming into
the United States from the Virgin Islands
and Puerto Rico, see 26 CFR Part 180. For
disposition of substances used in the manu-
facture of distilled spirits, denatured alcohol,
denatured rum, and substances or prepara-
tions containing denatured rum, or de-
natured alcohol, see 26 CFR Parts 173, 174.
For drawback on distilled spirits bottled es-
pecially for export, see 26 CFR Part 176.
For traffic In containers of distilled spirits, see
26 CFR Part 175. For transfer of or succes-
sion to special tax stamps under the internal
revenue laws pertaining to alcoholic liquors,
see 26 CR Part 179.

§ 5.1 Definitions. As used In this
part: (a) The term "act" means the Fed-
eral Alcohol Administration Act.

(b) The term "Deputy Commissioner"
means the Deputy Commissioner of In-
ternal Revenue in charge of the Alcohol
Tax Unit.

(c) The term "district supervisor"
means the district supervisor of the Al-
cohol Tax Unit for that district in which
the permittee maintains its plant or
premises.

(d) The term "permittee" means any
person holding a basic permit under the
Federal Alcohol Administration Act.

(e) The term "distilled spirits" means
ethyl alcohol, hydrated oxide of ethyl,
spirits of wine, whisky, rum, brandy, gin,
and other distilled spirits, including all

dilutions and mixtures thereof, for non-
industrial use.

(f) The term "bottle" means any con-
tainer, Irrespective of the material from
which made, used for the sale of distilled
spirits at retail.

(g) The term "in bulk" means in con-
tainers having a capacity in excess of one
wine gallon.

(h) The term "gallon" means United
States gallon of 231 cubic Inches of
alcoholic beverage at 600 F. All other
liquid measures used are subdivisions of
the gallon as so defined.

(i) The term "brand label" means the
label carrying, in the usual distinctive
design, the brand name of the distilled
spirits.

(j) The term "age" means the period
during which, after distillation and be-
fore bottling, distilled spirits have been
kept in oak containers, charred if for a
whisky of American type other than
corn whisky, straight corn whisky,
blended corn whisky, or a blend of
straight corn whiskies. In the case of
American type whiskies produced on or
after July 1, 1936, other than corn whisky,
straight corn whiskies, blended corn
whisky, and blends of straight corn
whisky "age" means the period during
which the whisky has been kept in
charred new oak containers.

(k) The term "United States" means
the several States and Territories and
the District of Columbia; the term
"State" includes a Territory and the
District of Columbia; and the term "Ter-
ritory" means Alaska, Hawaii, and Puerto
Rico.

(1) The term "interstate or foreign
commerce" means commerce between
any State and any place outside thereof,
or commerce within any Territory or the
District of Columbia, or between points
within the same State but through any
place outside thereof.

(m) The term "person" means any in-
dividual, partnership, joint stock com-
pany, business trust, association, corpo-
ration, or other form of business enter-
prise, including a receiver, trustee, or
liquidating agent and including an officer
or employee of any agency of a State or
political subdivision thereof; and the
term "trade buyer" means any person
who is a wholesaler or retailer.

(n) Any other term defined In the
Federal Alcohol Administration Act and
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used in this part shall have the same
meaning assigned to it by such act.
[Regs. No. 5, 1 F. R. 113, as amended by Amdt.
2, 1 F. R. 887, Treasury Order 30, 5 F. R. 2212,
T. D. 5617, 13 F. R. 3021]

STANDARDS OF IDENTITY FOR DISTILLED
SPIRITS

§ 5.20 Application of standards. The
standards of identity for the several
classes and types of distilled spirits set
forth in this part shall be applicable only
to distilled spirits for beverage or other
non-industrial purposes. Nothing con-
tained in these standards of identity
shall be construed as authorizing the
non-industrial use of any distilled spirits
produced In an industrial alcohol plant,
except that "alcohol" or "neutral spir-
its," as defined in this part, may be so
used if produced pursuant to the basic
permit requirements of the Federal Alco-
hol Administration Act.
[T. D. 5051, 6 F. R. 2874]

§ 5.21 The standards of identity.
Standards of identity for the several
classes and types of distilled spirits set
forth in this part shall be as follows:

(a) Class 1; Neutral spirits or alcohol.
"Neutral spirits" or "alcohol" are dis-
tilled spirits distilled from any material
at or above 1900 proof, whether or not
such proof is subsequently reduced.
During the period of the unlimited na-
tional emergency proclaimed by the
President on May 27, 1941, the term
"neutral spirits" shall also include any
spirits distilled at less than 1900 proof,
which are so distilled, or so treated in
the process of distillation, or so refined
by other processes after distillation, as
to lack the taste, aroma and other char-
acteristics of whiskies, brandy, rum or
other potable beverage spirits, but the
containers of such product shall not be
labeled as "alcohol."

(b) Class 2; Whisky. "Whisky" is an
alcoholic distillate from a fermented
mash of grain distilled at less than 1900
proof in such manner that the distillate
possesses the taste, aroma, and charac-
teristics generally attributed to whisky,
and withdrawn from the cistern room of
the distillery at not more than 1100 and
not less than 800 proof, whether or not
such proof is further reduced prior to
bottling to not less than 800 proof; and
also includes mixtures of the foregoing
distillates for which no specific stand-
ards of identity are prescribed in this
part. Those types of whisky specified in
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subparagraphs (1) to (10) of this para-
graph shall be deemed "American type"
whiskies.

(1) "Rye whisky", "bourbon whisky",
"wheat whisky", "malt whisky", or "rye
malt whisky" is whisky which has been
distilled at not exceeding 1600 proof from
a fermented mash of not less than 51
percent rye grain, corn grain, wheat
grain, malted barley grain or malted rye
grain, respectively, and, if produced on
or after March 1, 1938, stored in charred
new oak containers, and also Includes
mixtures of such whiskies where the mix-
ture consists exclusively of whiskies of
the same type. "Corn whisky" is whisky
which has been distilled at not exceeding
1600 proof from a fermented mash of
not less than 80 percent corn grain,
stored in uncharred oak containers, or
reused charred oak containers, and not
subjected, in the process of distillation
or otherwise, to treatment with charred
wood, and also includes mixtures of such
whisky.

(2) "Straight whisky" is an alcoholic
distillate from a fermented mash of
grain at not exceeding 1600 proof and
withdrawn from the cistern room at the
distillery at not more than 1100 and not
less than 800 proof, whether or not such
proof is further reduced prior to bottling
to not less than 800 proof, and is:
() Aged for not less than 12 calendar

months if bottled on or after July 1, 1936,
and before July 1, 1937; or

(i) Aged for not less than 18 calendar
months if bottled on or after July 1,
1937, and before July 1, 1938; or

(iii) Aged for not less than 24 calen-
dar months if bottled on or after July
1, 1938.

The term "straight whisky" also in-
cludes mixtures of straight whisky which,
by reason of being homogeneous, are not
subject to the rectification tax under the
internal-revenue laws.

(3) "Straight rye whisky" is straight
whisky distilled from a fermented mash
of grain of which not less than 51 per-
cent is rye grain.

(4) (i) "Straight bourbon whisky" is
straight whisky distilled from a fer-
mented mash of grain of which not less
than 51 percent is corn grain.

(ii) "Straight corn whisky" is straight
whisky distilled from a fermented mash
of grain of which not less than 80 per-
cent is corn grain, aged for the required
period in uncharred oak containers or
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reused charred oak containers, and not
subjected, in the process of distillation,
or otherwise, to treatment with charred
wood.

(5) "Straight w h e a t whisky" is
straight whisky distilled from a fer-
mented mash of grain of which not less
than 51 percent Is wheat grain.

(65 "Straight m a 1 t whisky" and
"straight rye malt whisky" are straight
whisky distilled from a fermented mash
of grain of which not less than 51 percent
of the grain is malted barley or malted
rye, respectively.

(7) "Blended whisky" (whisky - a
blend) is a mixture which contains at
least 20 percent by volume of 1000 proof
straight whisky and, separately or in
combination, whisky or neutral spirits,
if such mixture at the time of bottling
is not less than 800 proof.

(8) "Blended rye whisky" (rye
whisky-a blend), "blended bourbon
whisky" (bourbon whisky-a blend),
"blended corn whisky" (corn whisky-a
blend), "blended wheat whisky" (wheat
whisky - a blend), "blended malt
whisky" (malt whsky-a blend) or
"blended rye malt whisky" (rye malt
whisky-a blend) Is blended whisky
which contains not less than 51 percent
by volume of straight rye whisky,
straight bourbon whisky, straight corn
whisky, straight wheat whisky, straight
malt whisky, or straight rye malt whisky,
respectively.

(9) "A blend of straight whiskies"
(blended straight whiskies), "A blend of
straight rye whiskies" (blended straight
rye whiskies), "A blend of straight bour-
bon whiskies" (blended straight bourbon
whiskies), "A blend of straight corn whis-
kies" (blended straight corn whiskies),
"A blend of straight wheat whiskies"
(blended straight wheat whiskies), "A
blend of straight malt whiskies" (blended
straight malt whiskies), and "A blend of
straight rye malt whiskies" (blended
straight rye malt whiskies) are mixtures
of only straight whiskies, straight rye
whiskies, straight bourbon whiskies,
straight corn whiskies, straight wheat
whiskies, straight malt whiskies, or
straight rye malt whiskies, respectively.

(10) "Spirit whisky" Is a mixture (I)
of neutral spirits and not less than 5 per-
cent by volume of whisky, or (ii) of neu-
tral spirits and less than 20 percent by
volume of straight whisky, but not less
than 5 percent by volume of straight

whisky, or of straight whisky and whisky,
If the resulting product at the time of
bottling be not less than 800 proof.

(11) "Scotch whisky" Is a distinctive
product of Scotland, manufactured in
Scotland in compliance with the laws of
Great Britain regulating the manufac-
ture of Scotch whisky for consumption in
Great Britain, and containing no dis-
tilled spirits less than 3 years old: Pro-
vided, That if In fact such product as so
manufactured is a mixture of distilled
spirits, such mixture is "blended Scotch
whisky" (Scotch whisky - a blend).
"Scotch whisky" shall not be designated
as "straight."

(12) "Irish whisky" Is a distinctive
product of Ireland, manufactured either
in the Irish Free State or in Northern
Ireland, in compliance with the laws of
those respective territories regulating
the manufacture of Irish whisky for con-
sumption In such territories, and con-
taining no distilled spirits less than 3
years old: Provided, That if In fact such
product as so manufactured is a mixture
of distilled spirits, such whisky is "blend-
ed Irish whisky" (Irish whisky - a
blend). "Irish whisky" shall not be des-
ignated as "straight."

(13) "Canadian whisky" is a distinc-
tive product of Canada, manufactured
in Canada in compliance with the laws of
the Dominion of Canada regulating the
manufacture of whisky for consumption
in Canada, and containing no distilled
spirits less than 2 years old: Provided,
That if in fact such product as so manu-
factured is a mixture of distilled spirits,
such whisky is "blended Canadian
whisky" (Canadian whisky-a blend).
"Canadian whisky" shall not be desig-
nated as "straight."

(14) "Blended Scotch type whisky"
(Scotch type whisky-a blend) Is a mix-
ture made outside Great Britain and
composed of:

(i) Not less than 20 percent by vol-
ume of 1000 proof malt whisky or whis-
kys distilled in pot stills at not more than
1600 proof, from a fermented mash of
malted barley dried over peat fire,
whether or not such proof is subse-
quently reduced prior to bottling to not
less than 800 proof, and

(ii) Not more than 80 percent by vol-
ume of neutral spirits, or whisky distilled
at more than 1800 proof, whether or not
such proof is subsequently reduced prior
to bottling to not less than 80 ° proof.
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(15) "Blended Irish type whisky"
(Irish type whisky-a blend) is a prod-
uct made outside Great Britain or the
Irish Free State and composed of:

(I) A mixture of distilled spirits dis-
tilled in pot stills at not more than 1710
proof, from a fermented mash of small
cereal grains of which not less than 50
percent is dried malted barley, and un-
malted barley, wheat, oats, or rye grains,
whether or not such proof Is subse-
quently reduced prior to bottling to not
less than 800 proof; or

(ii) A mixture consisting of not less
than 20 percent by volume of 1000 proof
malt whisky or whiskies distilled in pot
stills at approximately 1710 proof, from a
fermented mash of dried malted barley,
whether or not such proof is subse-
quently reduced prior to bottling to not
less than 800 proof; and

(iii) Not more than 80 percent by vol-
ume of neutral spirits, or whisky distilled
at more than 1800 proof, whether or not
such proof is subsequently reduced prior
to bottling to not less than 800 proof.

(c) Class 3, gins. (1) "Distilled gin"
is a distillate obtained by original dis-
tillation from mash, or by the redistilla-
tion of distilled spirits, over or with
juniper berries and other aromatics cus-
tomarily used In the production of gin,
and deriving its main characteristic
flavor from juniper berries and reduced
at time of bottling to not less than 800
proof; and includes mixtures solely of
such distillates.
. (2) "Compound gin" is the product

obtained by mixing neutral spirits with
distilled gin or gin essence or other fla-
voring materials customarily used in the
production of gin, and deriving its main
characteristic flavor from juniper ber-
ries and reduced at time of bottling to
not less than 800 proof; and includes
mixtures of such products.

(3) "Dry gin", "London dry gin",
"Hollands gin", "Geneva gin", "Old Tom
gin", "Tom gin", and "Buchu gin" are
the types of gin known under such desig-
nations, and shall be further designated
as "distilled" or "compound", as the case
may be.

(d) Class 4; brandies. "Brandy" is a
distillate, or a mixture of distillates, ob-
tained solely from the fermented juice,
mash or wine of fruit, or from the residue
thereof, distilled at less than 1900 proof
in such manner as to possess the taste,
aroma and characteristics generally at-
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tributed to the product, and bottled at
not less than 800 proof; and shall also
include such distillates, aged for a period
of not less than 50 years, and bottled
at not less than 720 proof, in cases where
the reduction in proof below 800 is due
solely to losses resulting from natural
causes during the period of aging.
Brandy, or mixtures thereof, not con-
forming to any of the following stand-
ards shall be designated as "brandy,"
and such designation shall be qualified
by a truthful and adequate statement of
composition in direct conjunction
therewith.

(1) "Fruit brandy" is brandy dis-
tilled solely from the Juice or mash of
whole, sound, ripe fruit, or from standard
grape, citrus, or other fruit wine, hav-
ing a volatile acidity, calculated as
acetic acid and exclusive of sul-
phur dioxide, not in excess of 0.20
gram per 100 cubic centimeters (200
C.), with or without the addition of not
more than 20 percent by weight of the
pomace of such juice or wine, or 30 per-
cent by volume of the lees of such wine,
or both (calculated prior to the addition
of water to facilitate fermentation or
distillation), and shall include mixtures
of such brandy with not more than 30
percent (calculated on a proof basis)
of lees brandy. Fruit brandy, derived
exclusively from grapes, shall be desig-
nated as "grape brandy" or "brandy."
Fruit brandy, other than grape brandy,
derived exclusively from one variety of
fruit, shall be designated by the word
"brandy" qualified by the name of such
fruit (e. g., "peach brandy," "apple
brandy," "orange brandy"), except that
"apple brandy" may be designated "ap-
plejack." Fruit brandy derived from
more than one variety of fruit shall be
designated as "fruit brandy," qualified
by a truthful and adequate statement of
composition (e. g., "fruit brandy-a
blend of 90 percent grape brandy and
10 percent blackberry brandy").

(2) "Cognac" or "Cognac (grape)
brandy," is grape brandy distilled in the
Cognac region of France, which is en-
titled to be so designated by the laws
and regulations of the French govern-
ment.

(3) "Dried fruit brandy," is brandy
that conforms to the standard for fruit
brandy except that it has been derived
from sound, dried fruit, or from the
standard wine of such fruit. Brandy de-
rived from raisins, or from raisin wine,
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shall be designated as "raisin brandy."
Other brandies defined in this paragraph
shall be designated in the same manner
as fruit brandy from the corresponding
variety or varieties of fruit except that
the name of the fruit shall be qualified
by the word "dried."

(4) "Lees brandy" is brandy distilled
from the lees of standard grape, citrus,
or other fruit wine, and shall be desig-
nated as "lees brandy," qualified by the
name of the fruit from which such lees
are derived.

(5) "Pomace brandy," or "marc
brandy," is brandy distilled from the
skin and pulp of sound, ripe grapes, citrus
or other fruit, after the withdrawal of
the juice or wine therefrom, and shall be
designated as "pomace brandy," or "marc
brandy," qualified by the name of the
fruit from which derived. Grape pomace
brandy may be designated as "grappa" or
"grappa brandy."

(6) "Residue brandy" is brandy dis-
tilled wholly or in part from the residue
of fruit or wine, and shall be designated
as "residue brandy" qualified by the
name of the fruit from which derived.
Brandy distilled wholly or in part from
residue materials which conforms to any
of the standards set forth in subpara-
graphs (1), (3), (4) and (5) of this
paragraph, may, regardless of such fact,
be designated "residue brandy" by the
distiller thereof; but the use of this
designation shall be conclusive, preclud-
ing any later change of designation.

(7) "Neutral brandy" is any brandy
distilled on or after July 1, 1941 at more
than 1700 proof. Brandy so distilled
shall be designated in the same manner
as if distilled at a lower proof, except that
the designation shall be qualified by the
word "neutral" in the same size and kind
of type, e. g., "neutral brandy," "neutral
grape lees brandy," or "neutral grape
pomace brandy."

(8) "Substandard" brandy shall bear
as a part of its designation the word
"substandard," and shall include:

(i) Any brandy distilled from juice,
mash, or wine having a volatile acidity,
calculated as acetic acid and exclusive of
sulphur dioxide, in excess of 0.20 gram
per 100 cubic centimeters (20 ° C.);
measurements of volatile acidity under
this paragraph shall be calculated exclu-
sive of water addded to facilitate distilla-
tion.

(ii) Any brandy which has been dis-
tilled from unsound, moldy, diseased, or
decomposed juice, mash, wine, lees, pom-
ace or residue, or which shows in the
finished product any taste, aroma, or
characteristic associated with products
distilled from such material.

(e) Class 5; rum. (1) "Rum" Is any
alcoholic distillate from the fermented
juice of sugarcane, sugarcane sirup,
sugarcane molasses, or other sugarcane
byproducts distilled at less than 190O
proof (whether or not such proof is
further reduced prior to bottling to not
less than 800 proof) in such manner that
the distillate possesses the taste, aroma,
and characteristics generally attributed
to rum; and includes mixtures solely of
such distillates.

(2) "New England rum" is rum as
above defined, except that it is produced
in the United States, is distilled at less
than 1600 proof, and is a straight rum
and not a mixture of rums.

(3) Puerto Rico, Cuba, Demerara,
Barbados, St. Croix, St. Thomas, Virgin
Islands, Jamaica, Martinique, Trinidad,
Haiti, and San Domingo rum are not dis-
tinctive types of rum. Such names are
not generic but retain their geographic
significance. They may not be applied
to rum produced in any other place than
the particular region indicated in the
name, and may not be used as a designa-
tion of a product as rum, unless such
product is rum as defined in subpara-
graph (1) of this paragraph.

(f) Class 6; cordials and liqueurs. (1)
Cordials and liqueurs are products ob-
tained by mixing or redistilling neutral
spirits, brandy, gin, or other distilled
spirits with or over fruits, flowers,
plants, or pure juices therefrom, or other
natural flavoring materials, or with ex-
tracts derived from infusions, percola-
tions, or maceration of such materials,
and to which sugar or dextrose or both
have been added in the amount not less
than 21/2 percent by weight of the fin-
ished product. Synthetic or imitation
flavoring materials shall not be included.

(2) "Sloe gin" is a cordial or liqueur
with the main characteristic flavoring
derived from sloe berries.

(3) Cordials and liqueurs shall not be
designated as "distilled" or "compound."

(4) The designation of a cordial or
liqueur may include the word "dry" if
the added sugar and dextrose are less
than 10 percent by weight of the fin-
ished product.
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(g) Class 7; imitations. Imitations
shall bear, as a part of the designation
thereof, the word "imitation" and shall
include the following:

(1) Any class or type of distilled
spirits to which has been added color-
ing or flavoring material of such nature
as to cause the resultant product to sim-
ulate any other class or type of distilled
spirits;

(2) Any class or type of distilled spir-
its (other than distilled spirits required
under § 5.34 to bear a distinctive or fan-
ciful name and a truthful and adequate
statement of composition) to which has
been added synthetic flavoring material;

(3) Any class or type of distilled spir-
its (other than distilled spirits required
under § 5.34 to bear a distinctive or
fanciful name and a truthful and ade-
quate statement of composition) to
which has been added a natural flavor-
ing material which simulates or en-
hances, or is used by the trade or in the
particular product to simulate or en-
hance, the characteristics of any other
flavoring material, if the labeling of such
distilled spirits creates the Impression
that such other flavoring material has
been employed in the manufacture of
the product;

(4) *Any class or type of distilled spir-
its (except cordials, liqueurs and special-
ties marketed under labels which do not
Indicate, or Infer, that a particular class
or type of distilled spirits was used in
the manufacture thereof) to which has
been added any whisky essence, brandy
essence, rum essence or similar essence
or extract which simulates or enhances,
or is used by the trade or in the particu-
lar product to simulate or enhance, the
characteristics of any class or type of
distilled spirits;

(5) Any type of rum to which neutral
spirits or other distilled spirits than rum
have been added;

(6) Any type of brandy to which
neutral spirits or other distilled spirits
than brandy have been added; and

(7) Any brandy to the distilling ma-
terial for which has been added any
amount of sugar other than the kind
and amount of sugar expressly author-
ized for the amelioration of standard
wine.

(h) Class 8, geographical designations.
(1) Geographical names for distinctive
types of distilled spirits (other than
names found by the Deputy Commis-

sioner under subparagraph (2) of this
paragraph to have become generic) shall
not be applied to distilled spirits pro-
duced In any other place than the par-
ticular region indicated by the name,
unless (i) in direct conjunction with the
name there appears the word "type" or
the word "American" or some other ad-
jective indicating the true place of pro-
duction, in lettering substantially as con-
spicuous as such name, and (ii) the dis-
tilled spirits to which the name is applied
conform to the distilled spirits of that
particular region. The following are ex-
amples of distinctive types of distilled
spirits with geographical names that
have not become generic: Eau de Vie
de Dantzig (Danziger Goldwasser), Ojen,
Swedish punch, blended Scotch whisky,
blended Irish whisky, blended Canadian
whisky. Geographical names for distinc-
tive types of distilled spirits shall be
used to designate only distilled spirits
conforming to the standard of identity,
if any, for such type specified in §§ 5.20-
5.21, or if no such standard is so specified,
then in accordance with the trade un-
derstanding of that distinctive type.
Such geographical names for distinctive
types of distilled spirits shall not be used
as the name or a part of the name for
distilled spirits not of that distinctive
type.

(2) Only such geographical names for
distilled spirits as the Deputy Commis-
sioner finds have by usage and common
knowledge lost their geographical sig-
nificance to such extent that they have
become generic, shall be deemed to have
become generic. The following are ex-
amples of distinctive types of distilled
spirits with geographical names that
have become generic: London dry gin,
Geneva gin, Hollands gin, Tequila.

(3) Geographical names that are not
names for distinctive types of distilled
spirits, and that have not become generic,
shall not be applied to distilled spirits
produced in any other place than the
particular place or region indicated in
the name. The following are examples
of geographical names for distilled spir-
its that are not generic and are not
names for distinctive types of distilled
spirits: Cognac, Armagnac, G r e e k
brandy, Pisco brandy, Jamaica rum,
Kentucky straight bourbon whisky,
Maryland straight rye whisky.

(1) Class 9; products without geo-
graphical designations but distinctive o1
a particular place. (1) The whiskies of
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the types specified in paragraph (b)
(1)-(10) of this section are distinctive
products of the United States, and if
produced in a foreign country, shall be
designated by the applicable designa-
tion prescribed in such paragraph, to-
gether with the words "American type"
or the words "produced (distilled,
blended) In ------------- ", the blank
to be filled in with the name of the for-
eign country.

(2) The name for other distilled spir-
its which are distinctive products of a
particular place or country shall not be
given to the product of any other place
or country unless the designation for
such product Includes the word "type"
or an adjective such as "American" or
the like, clearly indicating the true place
of production. This paragraph shall not
apply to designations which by usage
and common knowledge have lost their
geographical significance to such an ex-
tent that they have become generic, pro-
vided the approval of the Deputy Com-
missioner is obtained prior to using such
designation. An example of a product
which is a distinctive product of a par-
ticular place or country and which has
not become generic is the following:
Habanero. Examples of products which
have lost their geographical significance
to such an extent that they are no longer
distinctive products of a particular place
or country, but have become generic,
are the following: Vodka, Slivovitz,
Zubrovka, Aquavit, Arrack, and Kirsch-
wasser.
[Reg. No. 5, 1 F. R. 113, as amended by Aradt.
2, 1 F. R. 887, Amdt. 3, 1 F. R. 1009, Amdt. 5,
3 F. R. 561, Amdt. 6, 3 F. R. 1394, Treasury
Order 30, 5 F. R. 2212, T. D. 5050, 6 F. R. 2787,
T. D. 5134, 7 F. R. 2577, T. D. 5617, 13 F. R.
3021]

CROSS REFERENCE: For rectification tax
under the Internal Revenue regulations, see
26 CFR 176.12-176.14.

§ 5.22 Alteration of class and type;
harmless coloring, flavoring and blend-
ing materials. (a) Except as otherwise
provided in this section, the addition of
any coloring, flavoring or blending mate-
rials whatsoever, to any class or type of
distilled spirits shall be deemed to alter
the class and type thereof. If the class or
type of any distilled spirits shall be so
altered, and if there is no class or type
designation for the product as so altered,
either specified in §§ 5.20 and 5.21 or in
accordance with trade understanding,
such distilled spirits shall be designated

with a distinctive or fanciful name to-
gether with a truthful and adequate
statement of composition in accordance
with § 5.34. There may be added to any
class or type of distilled spirits, without
changing the class or type thereof, (1)
such harmless coloring, flavoring or
blending materials as are an essential
component part of the particular class or
type of distilled spirits to which added,
and (2) harmless coloring, flavoring or
blending materials such as caramel,
straight malt or straight rye malt whis-
kies, fruit juices, sugar or wine, which
are not an essential component part of
the particular distilled spirits to which
added, but which are customarily em-
ployed therein in accordance with estab-
lished trade usage, If such coloring, fla-
voring or blending materials do not total
more than 21/2 percent by volume of the
finished product.

(b) "Harmless coloring, flavoring and
blending materials" shall not include (1)
any material which would render the
product to which it is added an imita-
tion, or (2) any material whatsoever In
the case of straight whisky or in the
case of neutral spirits, or (3) any ma-
terial, other than caramel and sugar, In
the case of cognac brandy.

c) Nothing in this section shall be
construed as in any manner modifying
the standards of identity for cordials
and liqueurs, or as authorizing any prod-
uct which is defined in Class 7 as an imi-
tation to be otherwise designated.
[Regs. No. 5, Amdt. 6; 3 F. R. 1394]

CROSS REFERENCES: For standards of iden-
tity for cordials and liqueurs, see § 5.21 (f).
For products classified in Class 7 as imita-
tions, see § 5.21 (g).

LABELING REQUIREMENTS FOR DISTILLED
SPIRITS

§ 5.30 General-(a) Application. No
person engaged in business as a distiller,
rectifier, importer, wholesaler, or ware-
houseman and bottler, directly or indi-
rectly, or through an affiliate, shall sell
or ship or deliver for sale or shipment or
otherwise introduce in interstate or for-
eign commerce, or receive therein, or re-
move from customs custody, any distilled
spirits in bottles, unless such distilled
spirits are packaged, and such packages
are marked, branded, or labeled in con-
formity with § § 5.30-5.41. Distilled spir-
its domestically bottled prior to August
15, 1936, and imported distilled spirits
entered In customs bond in bottles prior
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to that date shall be regarded as being
packaged, marked, branded, and labeled
in accordance with §§ 5.30-5.41, if the
labels on such distilled spirits (1) bear all
the mandatory label information re-
quired by § 5.32, even though such infor-
mation is not set forth in the manner and
form as required by such section and the
other sections referred to therein, and (2)
bear no statements, designs, or devices
which are false or misleading.

(b) Alteration of labels. (1) It shall
be unlawful for any person to alter,
mutilate, destroy, obliterate or remove
any mark, brand, or label upon distilled
spirits held for sale in interstate or for-
eign commerce or after shipment therein,
except as authorized by Federal law, or
except as provided in subparagraph (2)
of this paragraph: Provided, That the
district supervisors of the Alcohol Tax
Unit may upon written application, per-
mit additional labeling or relabeling of
bottled distilled spirits for purposes of
compliance with the requirements of
§5.30-5.41 or of State law.

(2) No application for permission to
relabel bottled distilled spirits need be
made in any case where there Is added
to the bottle, after removal from customs
custody or from the bottling premises, a
label identifying the wholesale or retail
distributor thereof, and containing no
references whatever to the characteris-
tics of the product.1

Regs. No. 5, 1 F. R. 113, as amended by Amdt.
1, 1 F. R. 124, T. D. 5009, 5 F. R. 38111

§ 5.31 Misbranding. Distilled spirits
in bottles shall be deemed to be mis-
branded:

1 No forms of application for permission
to relabel distilled spirits have been pre-
scribed. The former Federal Alcohol Ad-
ministrator ruled that such applications
need not be filed to cover the relabeling on
bottler's premises, under supervision of
Government officers, of distilled spirits
which have never left the bottler's premises,
providing that the new labels are covered by
certificates of label approval (FA 69); that
bottled distilled spirits may be rebottled in
containers bearing approved labels without
securing permission to relabel (FA 91); and
that bottled distilled spirits may be removed
from the bottling plant under approved back
labels conforming in all respects to the re-
quirements of this part and the brand label
may later be applied at the bottling plant at
the point of destination if covered by cer-
tificate of label approval covering the com-
plete set of labels (FA-123).

(a) If the bottle fails to bear on it
a brand label (or a brand label and other
permitted labels) containing the man-
datory label information as required by
§ 5.30-5.41 and conforming to the gen-

eral requirements specified herein.

(b) If the bottle or any label on the
bottle, or any individual covering, car-
ton, or other container of the bottle used
for sale at retail, other than a shipping
container, or any written, printed,
graphic, or other matter accompanying
the bottle to the consumer buyer con-
tains any statement, design, device, or
graphic, pictorial, or emblematic repre-
sentation that is prohibited by §§ 5.30-
5.41.

(c) If the bottle is in' an individual
covering, carton, or other container used
for sale at retail, other than a shipping
container, displaying thereon any writ-
ten, printed, graphic, or other matter,
other than the name and address of the
manufacturer, importer, or person by
whom bottled (and in addition the name
and address of the person for whom
bottled), and such individual covering,
carton, or other container obscures the
mandatory label information required to
be stated and such individual covering,
carton, or other container fails to re-
produce on it, in the same manner, all
information so obscured; or if any state-
ment required by §§ 5.30-5.41 to appear
upon the label, or upon such individual
covering, carton, or other container of
the bottle, is obscured in any other man-
ner or is modified in any manner.
[Regs. No. 5, 1 F. R. 113]

§ 5.32 Mandatory label information.
There shall be stated:

(a) On the brand label:
(1) Brand name, in accordance with

§ 5.33.
(2) Class and type, in accordance with

§ 5.34.
(3) Name and address, in accordance

with § 5.35, except as provided in para-
graph (b) of this section.

(b) On the brand label or on a sep-
arate label (back or front) :

(1) In case of imported distilled
spirits, name and address of importer,
in accordance with § 5.35.

(2) In the case of distilled spirits bot-
tled for the holder of a permit or a re-
tailer, the name and address of the dis-
tiller, blender, or bottler, in accordance
with § 5.35.
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(c) On a separate label (for the pur-
pose of this part to be known as the
Government label), in such manner and
form as shall be prescribed by the Dep-
uty Commissioner:

(1) Alcoholic content, in accordance
with § 5.36.

(2) Net contents, in accordance with
§ 5.37.

(3) Artificial or excessive coloring or
flavoring, in accordance with § 5.38.

(4) Percentage of neutral spirits and
name of commodity from which distilled,
or in case of continuously distilled neu-
tral spirits or gin the name of the com-
modity only, in accordance with § 5.38.

(5) Age of whisky and straight whisky,
respective percentages of whisky, straight
whisky and neutral spirits, and type of
cooperage, in accordance with § 5.39:
Provided, That no label shall bear any
statement relative to age or period of
storage for any American whisky (other
than corn whisky, straight corn whisky,
blended corn whisky, and blends of
straight corn whisky) produced on and
after July 1, 1936, and prior to March 1,
1938, unless such whisky has been stored
in a charred new oak container.

(6) State of distillation of domestic
types of whisky and straight whisky, ex-
cept blends, in accordance with §-5.35.

The mandatory information required
by any of the subparagraphs of para-
graph (c) of this section to be stated on
a separate label may, if desired, re-
appear or be restated on the brand label,
in which event there shall also reappear
or be restated all information required
to be stated in conjunction therewith by
such separate subparagraph and the sec-
tion to which such subparagraph refers.
If it is desired, all of the mandatory in-
formation required by paragraph (c) of
this section may appear on the brand
label in lieu of a separate label.
[Regs. No. 5, 1 F. R. 113, as amended by
Amdt. 5, 3 F. R. 561, Treasury Order 30, 5
P. R. 2212]

NoTE: A circular letter prescribing the
form of Government label for distilled spirits
was issued Feb. 11, 1939, and appeared at
4 F. R. 880.

§ 5.33 Brand names-(a) General.
The product shall bear a brand name,
except that if not sold under a brand
name, then the name of the person re-
quired to appear on the brand label shall
be deemed a brand name for the purpose
of this part.

(b) Misleading brand names. No label
shall contain any brand name, which,
standing alone, or in association with
other printed or graphic matter, creates
any impression or inference as to the
age, origin, identity, or other character-
istics of the product unless the Deputy
Commissioner finds that such brand
name, either when qualified by the word
"brand" or when not so qualified, con-
veys no erroneous impressions as to the
age, origin, identity, or other character-
istics of the product.

(c) Trade name of foreign origin.
This section shall not operate to prohibit
the use by any person of any trade name
or brand of foreign origin not effectively
registered in the United States Patent
Office on August 29, 1935, which has been
used by such person or his predecessors
in the United States for a period of at
least five years immediately preceding
August 29, 1935; Provided, That if such
trade name or brand is used, the desig-
nation of the product shall be qualified
by the name of the locality in the United
States in which produced, and such qual-
ification shall be in script, type, or print-
ing as conspicuous as the trade name or
brand.
[T. D. 5051, 6 F. R. 2874]

§ 5.34 Class and type. (a) The class
and the type of the distilled spirits shall
be stated in conformity with §§ 5.20-5.22
if defined in those sections. If the class
is not so defined, then the class shall be
stated in conformity with the trade un-
derstanding thereof, and if the type is
not so defined, any reference to type shall
be similarly stated, but no product shall
be regarded as having a designation in
conformity with trade understanding un-
less through established usage such
product has become known to the trade
and to the public under such designa-
tion. If the class is not defined in
§§ 5.20-5.22, and there is no trade un-
derstanding as to the designation of the
product, a distinctive or fanciful name,
which shall be deemed the class desig-
nation for the purpose of these regula-
tions, shall be stated on the brand label
of the product. Notwithstanding the
foregoing provisions of this section, the
word "cordial" or "liqueur" need not be
stated to indicate the class of distilled
spirits which in fact are cordials or
liqueurs, unless the Deputy Commission6r
finds that, without a designation of the
class, the type designation is one which
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does not clearly indicate to the consumer
that the product is a cordial or liqueur.

(b) Except as otherwise provided in
this part a truthful and adequate state-
ment of composition shall appear upon
the brand label of any product which,
in conformity with paragraph (a) of
this section, bears a distinctive or fanci-
ful name or a designation in accordance
with trade understanding. In the case of
products such as highballs, cocktails, and
similar prepared specialties, bearing, in
conformity with paragraph (a) of this
section, trade designations which ade-
quately indicate to the consumer the gen-
eral character of the product, a state-
ment of the classes and types of distilled
spirits used in the manufacture thereof
shall be deemed a sufficient statement of
composition. No statement of composi-
tion is required to appear upon products
bearing designations in accordance with
trade understanding if such designation,
through general and established usage,
in itself adequately indicates to the con-
sumer the composition of the product.

(c) On labels of cordials and liqueurs,
the type of distilled spirits used for mix-
ing or redistillation, and the percent-
age of each type thereof, may, but need
not, be stated. Any such statement shall
be substantially in accordance with the
following examples: apricot liqueur,
the distilled spirits used are all apricot
brandy; cherry cordial, the distilled
spirits used are all grape brandy; pine-
apple liqueur, the distilled spirits used
are 30 percent distilled London dry gin,
70 percent neutral spirits.

(d) In the case of whisky (as defined
in § 5.21 (b)) and American type whisky
produced on or after March 1, 1938, and
in the case of brandy produced on or
after July 1, 1941, which, in whole or in
part, is treated with wood chips through
percolation or otherwise, during distilla-
tion, rectification, or storage, there shall
be stated in direct conjunction with the
class and type designation the phrase
"colored and flavored with wood chips":
Provided, That this paragraph shall not
be construed as authorizing the treat-
ment of any of the types of corn whisky
with charred wood chips.

(e) In the case of whisky (as defined in
§ 5.21, Class 2) produced in the United
States on or after March 1, 1938, and
stored in reused cooperage, which has
been distilled at not exceeding 1600 proof
from a fermented mash of not less than
51 percent rye grain, corn grain, wheat
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grain, malted barley grain, or malted
rye grain, respectively, there shall be
stated in direct conjunction with the
class and type designation, in uniform
lettering not greater than one-half the
size of such designation, "Distilled from
rye (or bourbon, wheat, malt or rye malt)
mash", as the case may be: Provided,
however, That any product conforming
to the standard of identity prescribed for
one of the types of corn whisky (§ 5.21 (b)
(1), (4) (ii), (8), (9)) shall, notwith-
standing the provisions of this para-
graph, be designated in accordance with
such standard.

(f) All distillates (other than neutral
spirits) produced in a foreign country
from a fermented mash of grain, and
possessing the taste, aroma and charac-
teristics generally attributed to whisky,
and all mixtures thereof, bottled at not
less than 800 proof, which are not of a
type defined in Class 2, § 5.21 shall be
deemed to be "whisky" and shall be so
designated. In the case of mixtures of
whisky, the component parts of which
were distilled in more than one country,
there shall be stated in direct conjunc-
tion with the class designation "whisky"
a truthful and adequate statement of the
composition of the product. All whisky
(other than American type whiskies,
blended Scotch type whisky, and blend-
ed Irish type whisky) manufactured in
Scotland, Ireland or Canada, shall be
deemed to be Scotch, Irish or Canadian
whisky, and shall be so designated, in
conformity with § 5.21 (b) (11), {12) and
(13), unless the application of such
designation to the particular product will
result in consumer deception, or unless
such product is not entitled to such
designation under the laws of the country
in which manufactured.
[Regs. No. 5, 1 F. R. 113, as amended by
Amdt. 5, 3 F. R. 661, Amdt. 6, 3 F. R. 1394,
T. D. 6050, 6 F. R. 2787, T. D. 5617, 13 F. R.
3022]

§ 5.35 Name and address-(a) "Dis-
tilled by." On labels of domestic distilled
spirits bottled by or for the actual dis-
tiller thereof, there shall be stated the
words "distilled by,". and immediately
thereafter the name of such distiller and
the place where distilled. If the distiller
is the actual bona fide operator of more
than one distillery distilling the same
brand of whisky or spirits, there may be
stated immediately following the name
of such distiller, the addresses of the dis-
tilleries at which such brand is distilled:
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Provided, That the State of distillation
or State where distilled is specifically set
forth upon the package, as provided by
paragraph (g) of this section.

(b) "Blended by," "Made by," "Pre-
pared by," "Manufactured by," or "Pro-
duced by." On labels of domestic dis-
tilled spirits bottled by or for the actual
rectifier thereof, there shall be stated
the words "blended by," "made by,"
"prepared by," "manufactured by," or
"produced by," whichever may be appli-
cable, and immediately thereafter the
name of the rectifier and the place
where blended, made, or prepared. If
the rectifier is the actual bona fide oper-
ator of more than one rectifying plant
blending, making, preparing, manufac-
turing, or producing the same brand of
whisky or spirits, there may be stated
immediately following the name of such
rectifier the addresses of the rectifying
plants so processing such brand: Pro-
vided, That there is stated upon a sepa-
rate label on the front or back of the
package the words "blended by," "made
by," "prepared by," "manufactured by,"
or "produced by" and immediately
thereafter the name of the rectifier and
the place where blended, made, or pre-
pared.

(c) "Imported by." (1) On labels of
imported distilled spirits, bottled prior to
importation, there shall be stated the
words "imported by", "imported exclu-
sively by", or a similar appropriate
phrase, and immediately thereafter the
name of the importer, or exclusive agent,
or sole distributor, or other person re-
sponsible for the importation, together
with the principal place of business in
the United States of such person.

(2) On labels of imported distilled
spirits bottled after importation by a per-
son other than the person responsible for
the importation, there shall be stated, in
the manner and form prescribed above,
the name and address of the person re-
sponsible for the importation, and In
addition thereto the words "bottled by",
and immediately thereafter, the name of
the bottler and the place where bottled.

(3) On labels of Imported distilled
spirits bottled after Importation by the
person responsible for the importation,
there shall be stated the words "imported
and bottled by," "imported and bottled
exclusively by," or a similar appropriate
phrase, and immediately thereafter the
name of such person and the address of

the place where bottled or the address of
such person's principal place of business.

(4) The statements provided for do-
mestic distilled spirits by paragraphs (a)
and (b) of this section, if applicable, may,
but need not, appear on labels of im-
ported bottled distilled spirits, unless re-
quired by State or foreign law or regula-
tion. If required by State or foreign law
or regulation, they shall appear in ac-
cordance with the requirements thereof.

(d) "Bottled by." On labels of do-
mestic distilled spirits bottled without
taxable rectification by the holder of a
warehousing and bottling permit, or by
any State or political subdivision there-
of, who is not the actual distiller or recti-
fier of such distilled spirits, there shall be
stated the words "bottled by," and im-
mediately thereafter the name of the
bottler and the place where bottled. If
such bottler is the actual bona fide oper-
ator of more than one bottling plant
engaged in bottling the same brand of
whisky or spirits, there may be stated
immediately following the name of such
bottler the addresses of the bottling
plants at which such brand is bottled:
Provided, That the State of distillation or
State where the product is distilled is
specifically set forth upon the package,
as provided by paragraph (g) of this sec-
tion.

(e) "Bottled for." In addition to the
requirements of paragraphs (a), (b), (c),
and (d) of this section, on labels of dis-
tilled spirits bottled for the holder of a
permit, or a retailer, who is not the actual
distiller or rectifier of such distilled
spirits, there may be stated the name
and address of the permittee or retailer
for whom such distilled spirits are so
bottled, immediately preceded by the
words "bottled for", or "distributed by",
or other similar statement.

(f) Post-office address. The "place"
stated shall be the post-office address,
except that the street address may be
omitted. No additional places or ad-
dresses shall be stated for the same per-
son, firm, or corporation, unless (1) such
person or retailer is actively engaged In
the conduct of an additional bona fide
and actual alcoholic beverage business at
such additional place or address, and (2)
the label also contains, in direct con-
Junction therewith, appropriate descrip-
tive material indicating the function oc-
curring at such additional place or ad-
dress in connection with the particular
product.
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(g) State of distillation. On labels of
whisky and straight whisky there shall
be stated the State of distillation of such
whisky, if such whisky is not distilled in
the State given in the address on the
brand label. Notwithstanding the pro-
visions of § 5.32 (c), the statement of the
State of distillation shall appear on the
brand label in all cases where the Deputy
Commissioner finds that without such
statement the label is misleading as to
the State of actual distillation.

(h) Trade names. The trade name of
any permittee appearing upon any label
shall be identical with the name in which
his basic permit is issued by the Deputy
Commissioner.
[Regs. No. 5, 1 F. R. 113, as amended by Amdt.
2, 1 F. R. 887, Amdt. 8, 3 F. R. 1395, Treasury
Order 30, 5 F. R. 2212, T. D. 5617, 13 F. R.
3022]

§ 5.36 Alcoholic content. (a) The al-
coholic content by proof shall be stated
for distilled spirits except as provided in
paragraph (b) of this section.

(b) The alcoholic content in percent-
age by volume or by proof shall be stated
for cordials and liqueurs, and gin fizzes,
cocktails, highballs, bitters, and such
other specialties as may be specified by
the Deputy Commissioner from time to
time.
[Regs. No. 5, 1 F. R. 113, as amended by
Treasury Order 30, 5 F. R. 22121

§ 5.37 Net contents. (a) The net con-
tents shall be stated as follows:

(1) If 1 pint, 1 quart, or 1 gal-
lon, the net contents shall be so stated.

(2) If less than a pint, the net con-
tents shall be stated In fractions of a
pint.

(3) If more than a pint, but less than
a quart, the net contents shall be stated
in fractions of a quart.

(4) If more than a quart, but less than
a gallon, the net contents shall be stated
in fractions of a gallon.

(b) All fractions shall be expressed in
their lowest denomination.

(c) The net contents need not be
stated on any label if the net contents
are displayed by having the same blown
in the bottle on the same side of the
bottle as the brand label, in letters and
figures in such manner as to be plainly
legible under ordinary circumstances,
and such statement is riot obscured in
any manner in whole or In part. The
letters and figures shall be not less than

one-quarter inch in height, except in case
of bottles having a capacity of less than
one-half pint, in which case the letters
and figures shall be of such size as to be
readily legible under ordinary conditions.
[Regs. No. 5, 1 F. R. 113]

§ 5.38 Presence of neutral spirits and
coloring, flavoring, and blending mate-
rials. (a) In the case of distilled spirits
(other than cordials, liqueurs, and spe-
cialties) produced by blending or rectifi-
cation, if neutral spirits have been used
in the production thereof, there shall be
stated the percentage of neutral spirits
so used and the name of the commodity
from which such neutral spirits have
been distilled. The statement of per-
centage and the name of the commodity
shall be made in substantially the follow-
ing form: "----% neutral spirits distilled
from grain"; or "---% neutral spirits
distilled from cane products"; or "...%
neutral spirits distilled from fruit"; or
"----% grain (cane products), (fruit)
neutral spirits."

(b) In the case of neutral spirits or
of gin produced by a process of contin-
uous distillation, there shall be stated the
name of the commodity from which such
neutral spirits or gin has been distilled.
The statement of the name of the com-
modity shall be made in substantially the
following form: "Distilled from grain",
or "Distilled from cane products", or
"Distilled from fruit."

(c) If the aggregate amount of color-
ing, blending, smoothing, or flavoring
materials in any distilled spirits other
than cordials, liqueurs, gin, gin fizzes,
highballs, bitters, and such other special-
ties as may be specified by the Deputy
Commissioner from time to time, is in
excess of 21/2 percent by volume of the
distilled spirits contained in the bottle,
then the name and amount in percent by
volume of each of such materials shall
be stated.

(d) There shall be stated the words
"artificially colored" on the label of any
distilled spirits containing synthetic
coloring materials, or natural materials,
other than caramel, the primary contri-
bution of which is color, as well as upon
the label of any distilled spirits, the
labeling of which Is such as to convey
the impression that the color of the prod-
uct is derived from a given source, if such
color is, In whole or in part, not so de-
rived. In the case of distilled spirits to
which no coloring material other than
caramel has been added the words
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"colored with caramel" or a substantially
similar statement may appear in lieu of
the words "artificially colored": Pro-
vided, That no such statement shall be
required by reason of the use of caramel
in any brandy or rum or in any type of
whisky other than straight whisky:
And provided further, That where such
statement would be required by reason
of the use of natural flavoring mate-
rials solely, there may be stated in lieu
of "artificially colored" a truthful and
adequate statement of the source of the
color, such as "color derived from (name
of fruit, plant, etc., the name of which
the product bears) and other fruits
(plants, herbs, etc., or the name of such
other fruits, plants, or herbs)."

(e) The presence of beading oil in any
type of whisky shall be stated.
[Regs. No. 5, 1 F. R. 113, as amended by Treas-
ury Order 30, 5 F. R. 2212, T. D. 561'7, 13 F. R.
30221

§ 5.39 Statements of age and percent-
age-(a) Statements of age and percent-
age for whisky. Except in the case of
straight whisky bottled under the Bot-
tling in Bond Act of the United States
and foreign or domestic whisky (whether
or not mixed or blended but containing
no neutral spirits) all of which is four
years or more old, there shall be stated
the following:

(1) In the case of whisky defined in
§ 5.21 (b) (1), (11), (12), (13), if not
mixed, the age of the whisky; if mixed,
the age of the youngest whisky. The
statement of age in both cases under
this paragraph shall be substantially as
follows: "This whisky is ------ (years
and/or months) old."

(2) In the case of any of the types of
straight whisky the age of the straight
whisky. The statement of age in cases
under this paragraph shall be substan-
tially as follows: 'This whisky is __ (years
and/or months) old."

(3) (i) In case of any of the types of
blended whisky as defined in § 5.21 (b)
(7), (8), the age of the straight whisky
(or if there be two or more straight
whiskies, then of the youngest thereof)
and the age of the other whisky (or if
there be two or more other whiskies, then
of the youngest of such other whiskies)
together with the percentage by volume
of straight whisky, other whisky, and
neutral spirits therein.

(ii) The statement of age in cases un-
der this paragraph shall be as follows,

in accordance with the ingredients used.
If only one straight whisky and one
other whisky is in the blend, the state-
ment of the age shall read "The straight
whisky in this product is ------ (years
and/or months) old; ------ % straight
whisky ----- % other whisky --------
(years and/or months) old." The age
blanks shall be filled in with the respec-
tive ages of the straight whisky and the
other whisky. If more than one straight
whisky and more than one other whisky
is in the blend, the statement of age
shall read "The straight whiskies in this
product are --- (years and/or months)
or more old; ----- % straight whisky,

------ % other whisky ------- (years
and/or months) or more old." The age
blanks shall be filled in with the ages of
the youngest straight whisky and the
youngest of the other whiskies. If neu-
tral spirits have been used in the blend,
the statement thereof shall appear in
immediate conjunction with the state-
ment of age and percentage amounts of
straight whisky and other whisky (if
any) and shall be in the form required
by § 5.38 (a).

(iii) In addition (but not as a sub-
stitute for the foregoing required state-
ments) a statement may be made of the
ages and percentages of all of the straight
whiskies in the blend. Such statements,
if made, shall read "-----% straight
whisky, -------- years old ------- %
straight whisky ------- years old, and

------ % straight whisky ------- years
old." The age and percentage blanks
shall be filled in with the respective ages
and percentages of all of the straight
whiskies in the blend.

(4) If the product is a blend of straight
whiskies, the age of the youngest straight
whisky. The statement of age under this
paragraph shall be as follows: "The
straight whiskies in this product are -----
(years and/or months) or more old."
The blank shall be filled in with the age
of the youngest straight whisky in the
blend. In addition (but not as a sub-
stitute for the foregoing required state-
ment) a statement may be made of the
ages and percentages of all of the
straight whiskies in the blend. Such
statements, if made, shall read: "--- %
straight whisky ,--- years old ,--- %
straight whisky ------ years old, and

----- % straight whisky ,--- years old."
The age and percentage blanks shall be
filled in with the respective ages and
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percentages of all of the straight whiskies
in the blend.

(5) In the case of spirit whisky, the
age of the whisky or straight whisky (or,
if there be two or more whiskies or
straight whiskies, then the age of the
youngest whisky or straight whisky, or,
if there be both whisky and straight
whisky, then the age of the youngest
whisky) together with the percentage by
volume of the whisky or straight whisky
and the percentage by volume of neutral
spirits. Such statements shall be as fol-
lows: "The whisky (straight whisky) in
this product is __ (years and/or months)
old; ---- percent whisky (or ---- percent
straight whisky and, if there be other
whisky or whiskies, ____ percent whisky)
and ---- percent neutral spirits" (con-
tinuing in accordance with the require-
ments of § 5.38 (a) to state the commod-
ity from which the neutral spirits is
derived). If there be more than one
whisky or (if there be no whisky) more
than one straight whisky in the product,
the statement of age shall read: "The
whiskies (straight whiskies) in this prod-
uct are .... (years and/or months) or
more old" followed by the statement of
percentages and of the commodity from
which the neutral spirits is derived. In
addition (but not as a substitute for the
foregoing required statements) a state-
ment may be made of the ages and per-
centages of all of the whiskies and
straight whiskies in the product. Such
statement, if made, shall be in the fol-
lowing form: " percent straight
whisky, years old, percent
straight whisky, ____ years old, ____ per-
cent whisky, ____ years old and ---- per-
cent whisky, ____ years old." The age
and percentage blanks shall be filled with
the respective ages and percentages of
each of the straight whiskies and whis-
kies in the product.

(6) In the case of imported American
type whiskies (as defined in § 5.21, Class
9) the labels shall state the ages and
percentages in the same manner and
form as is required for the same type
of whisky produced in the United States.

(7) In the case of straight whisky bot-
tled under the Bottling in Bond Act of
the United States and foreign or domes-
tic whisky (whether or not mixed or
blended but containing no neutral
spirits) all of which is four years or more
old, statements of age shall be optional
but, if made, shall appear in the form

specified for the appropriate class and
type.

Notwithstanding the foregoing provi-
sions of this paragraph, in the case of
whisky (as defined in § 5.21 (b), Class
2), produced in the United States on and
after March 1, 1938, and stored in reused
cooperage, there shall be stated in lieu
of the words " * * is ------ (years
and/or months) old", the words "* * *
stored ------ (years and/or months) in
reused cooperage", and in lieu of the
words "* * * --- (years and/or
months) or more old", the words"* * *
stored ------ (years and/or months) or
more in reused cooperage".

(b) Statements of age for rum and
brandy. (1) Age may, but need not, be
stated on labels of rums and brandies:
Provided, That an appropriate statement
with respect to age shall appear on the
brand label in the case of any brandy
not aged for a period of at least 2 years.

(2) If age is stated, it shall be sub-
stantially as follows: "This rum is ----
years old;" "This brandy is ---- years
old;" the blanks to be filled in with the
age of the youngest distilled spirits in
the product.

(c) Statements of age and percentage
for blended Scotch type whisky and
blended Irish type whisky. (1) In the
case of blended Scotch type of whisky,
there shall be stated the age of the
youngest malt whisky and the age of the
youngest other whisky, together with the
percentages by volume of the malt whisky
and of the other whisky therein. The
statement of age and percentage shall
be in the following form: "The malt
whisky in this product is ------ (years
and/or months) old; ------ % malt
whisky, - % other whisky,
(years and/or months) old." If the prod-
uct is composed of malt whisky and neu-
tral spirits, there shall be stated the
age of the youngest malt whisky, to-
gether with the percentage by volume of
malt whisky and the percentage by
volume of neutral spirits. Such state-
ment shall be in the following form:
"The malt whisky in this product is
(years and/or months) old; ----- %
malt whisky .------ % neutral spirits
(continuing in accordance with the re-
quirements of § 5.38 (a) to state the
commodity from which the neutral
spirits is derived)."

(2) In the case of blended Irish type
whisky, as defined in § 5.21 (b) (15) (i),
there shall be stated the age of the young-
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est whisky. The statement of age shall
be as follows: "This whisky is ------
(years and/or months) old."

(3) In the case of blended Irish type
whisky, as defined in § 5.21 (b) (15) (ii),
there shall be stated the age of the
youngest malt whisky and the age of
the youngest other whisky, together with
the percentages by volume of the malt
whisky and of the other whisky therein.
The statement of age and percentage
shall be in the following form: "The malt
whisky in this product is ------ (years
and/or months) old; ---- % malt whis-
ky ,---- % other whisky ------ (years
and/or months) old." If the product
is composed of malt whisky and neutral
spirits, there shall be stated the age of
the youngest malt whisky, together with
the percentage by volume of malt whisky
and the percentage by volume of neutral
spirits. Such statement shall be in the
following form: "The malt whisky in this
product is ---- (years and/or months)
old; ---- % malt whisky ,--- % neutral
spirits (continuing in accordance with
the requirements of § 5.38 (a) to state
the commodity from which the neutral
spirits is derived)."

(d) Other distilled spirits. Age, ma-
turity, or similar statements or repre-
sentations as to neutral spirits, gin,
liqueurs, cordials, vodka, cocktails, gin
fizzes, highballs, bitters, and specialties
are misleading and are prohibited from
being stated on any label.

(e) Miscellaneous age representations.
(1) If the age of any product for which
age is required to be stated is in excess
of 1 year, months in excess of a year may
be omitted, and if the age is less than 1
month, the age shall be stated as "Less
than one month" in lieu of " (years
and/or months)."

(2) Age may be understated but may
not be overstated.

(3) Any permissive additional state-
ments as to age shall appear on the same
labels as the required statements and
only in direct conjunction therewith and
in substantially the same size and kind
of print. Any such additional permis-
sive statements as to age not in direct
conjunction with the required statements
are prohibited, and all statements as to
age other than the required statements,
the additional permissive statements,
and the optional statements for distilled
spirits are prohibited. Additional per-
missive age and percentage statements
shall not be given prominence, either by

position or color over required age and
percentage statements.

(4) Variations in the form of the re-
quired statements or the additional
permissive statements as to age and per-
centages are prohibited.

(5) If any age, maturity, or similar
representation (including words or de-
vices in any brand name or mark) is
made relative to any distilled spirits (ex-
cept neutral spirits, gin, liqueurs, cordials,
vodka, cocktails, gin fizzes, highballs, and
bitters), the age shall also be stated on
all labels where such representation ap-
pears, and in script, type, or printing sub-
stantially as conspicuous as such repre-
sentation. Age, maturity, or similar
representations as to neutral spirits, gin,
liqueurs, cordials, vodka, cocktails, gin
fizzes, highballs, and bitters, are mislead-
ing, and shall not appear upon any label,
except that the use of the word "old"
or other word denoting age, appearing as
part of the brand name, shall not be
deemed to be an age representation in
the case of such distilled spirits, or in the
case of distilled spirits bottled in bond
under the Bottling in Bond Act of the
United States. As to all other distilled
spirits the word "old" or other word
denoting age, appearing as part of the
brand name, shall be deemed to be an
age representation unless the word
"brand" appears in direct conjunction
with such brand name in letters of
equally conspicuous color and at least
one-half the size of the type in which
such brand name is printed.
[Regs. No. 5, 1 F. R. 113, as amended by Amdt.
3, 1 F. R. 1009, Amdt. 5, 38 F. R. 561, T. D.
5617, 13 F. R. 3022]

§ 5.40 General requirements-(a)
Contrasting background. All labels shall
be so designed that all the statements
thereon required by §§ 5.30-5.41 are
readily legible under ordinary conditions,
and all such statements shall be on a
contrasting background.

(b) Size of type. All statements re-
quired on labels by §§ 5.30-5.41 shall be
in readily legible script, type, or print-
ing not smaller than 8-point gothic
caps, except that if contained among
other descriptive or explanatory read-
ing matter, the script, type, or printing
of all required material shall be of a size
substantially more conspicuous than
such other descriptive or explanatory
reading matter: Provided, That in the
case of labels on bottles having a capacity
of less than one-half pint, such script,
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type, or printing thereon need not be in
8-point gothic caps, but shall be read-
ily legible under ordinary conditions.
All statements of the type of distilled
spirits shall be in script, type, or print-
ing substantially as conspicuous as the
statement of the class to which it refers,
and in direct conjunction therewith.

(c) English language. All the require-
ments of §§ 5.30-5.41 shall be stated on
all labels in the English language: Pro-
vided, That the brand name, the place
of production, and the name of the pro-
ducer appearing on labels need not be
in the English language if the words
"product of" immediately precede the
name of the country in which the distilled
spirits were produced in accordance with
customs requirements. Additional state-
ments in foreign languages may be made
on labels, if no such statements conflict
with, or are contradictory to, the require-
ments of § 5.30-5.41. Labels on bottles
of distilled spirits bottled for consump-
tion within Puerto Rico may, if desired,
state the information required by
§§ 5.30-5.41 solely in the Spanish lan-
guage in lieu of the English language, ex-
cept that the net contents, and, if an
imitation, the word "imitation" shall
also be stated in the English language.

(d) Location of label. No label other
than stamps authorized or required by
the United States Government or any
other government, shall be affixed over
the mouths of bottles of distilled spirits,
and no label shall obscure any govern-
ment stamp or be obscured thereby, or
obscure any markings or information re-
quired to be blown in the bottle by regu-
lations of the Secretary of the Treasury.

(e) Labels firmly affixed. All labels
shall be affixed to bottles of distilled spir-
its in such manner that they cannot be
removed without thorough application
of water or other solvents.

f) Additional information on labels.
Labels (other than the label to be known
for the purposes of this part as the gov-
ernment label) may contain information
other than the mandatory label Infor-
mation required by §§ 5.30-5.41, provided
such information complies with the re-
quirements of §§ 5.30-5.41, and does not
conflict with, nor in any manner qualify,
statements required by any regulations
promulgated under the act.

(g) Representations as to materials.
If any representation (other than rep-
resentations or information required by
§§ 5.30-5.41) Is made as to the presence,

excellence, or other characteristic of any
Ingredient in any distilled spirits, or used
in the production thereof, the label con-
taining such representation shall state
in print, type, or script, substantially as
conspicuous as such representation, the
name and amount in percent by volume
of each such ingredient, except that
percentages of whisky, where stated,
shall be stated as provided in § 5.39: Pro-
vided, That no statement shall appear on
any label with reference to the use of
selected or choice grain, fruit, herbs, or
other materials in the distilled spirits, or
in the production thereof, unless such
materials are of a higher grade than that
customarily used in the industry, and
then only if the Deputy Commissioner
has previously found on the basis of evi-
dence submitted to him, that such ma-
terials are of such higher grade. If only
a portion of the materials used is of such
higher grade, then the percentage there-
of that is of such higher grade shall be
stated in direct conjunction with such
statement, in print, type, or script, sub-
stantially as conspicuous as that used
in connection with such statement.

(h) Contents of bottles. Upon request
of the Deputy Commissioner or district
supervisor there shall be submitted to
him a full and accurate statement of the
contents of the bottles to which labels
are to be or have been affixed.
[Regs. No. 5, 1 F. R. 113, Treasury Order 30, 5
F. R. 22121

§5.41 Prohibited practices-a)
Statements on labels. Bottles contain-
ing distilled spirits, or any labels on such
bottles, or any individual covering, car-
ton, or other container of such bottles
used for sale at retail, or any written,
printed, graphic, or other matter accom-
panying such bottles to the consumer
shall not contain:

(1) Any statement that is false or un-
true in any particular or that, irrespec-
tive of falsity, directly or by ambiguity,
omission, or inference, or by the addition
of Irrelevant, scientific, or technical mat-
ter, tends to create a misleading impres-
sion. Examples of such prohibited
statements are:

(i) Reproductions of medals or fac-
similes of awards, when no medals or
awards have been given for the par-
ticular product.

(ii) The statement that the product
Is "100% straight whiskies," when In fact
the product is less than 100 proof.
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(iii) The statement that "Fine fla-
vored, genuine bourbon whisky is made
only in Kentucky."

(iv) Domestic products containing
the statement "Furnished to His Majesty,
the King of -

(v) "Due to our method of storage,
this product ages in half the time."

(vi) "This whisky is two months old.
Due to our special aging process, how-
ever, it has the taste and characteristics
of a much older whisky."

(vii) "This whisky is four months old.
Due to our special manufacturing proc-
esses, this whisky has all the character-
istics of a one year old whisky."

(viii) "Distilled from a scientifically
controlled fermentation under labora-
tory control."

(2) Any statement that is disparaging
of a competitor's products. Examples
of such prohibited statements are:

(I) "Contains no neutral spirits or
alcohol."

(ii) "Matured naturally-not heat
treated."

(iii) "Not a compound, but a delicious
distilled dry gin."

(iv) "Should not be confused with im-
itations that are made from neutral
spirits."

(v) "Contains no headaches."
(3) Any statement, design, device, or

representation which is obscene or in-
decent.

(4) Any statement, design, device, or
representation of or relating to analyses,
standards, or tests, irrespective of falsity,
which the Deputy Commissioner finds to
be likely to mislead the consumer.
Examples of such statements are:

(i) "From 20 to 30 scientific deter-
minations are required for each bottle
tested."

(ii) "Analyzed by State laboratories
and found to be pure and free from
deleterious ingredients."

(iii) "Chemical analysis shows this
whisky to contain the flavoring, aroma,
and other characteristics 6f four year old
whisky," when in fact such whisky is
less than 4 years old.

(iv) "Before bottling it is subjected
to the most rigid tests for its taste, bou-
quet, and aroma, by our technical staff,
signed --------- , B. Ch. E."

(v) The statement that "The --------
Laboratories, recognized expert au-

thority, tests and judges
products."

(vi) The statement "Tested and ap-
proved," signed by The ---------- Re-
search Institute.

(vii) The statement "Tasted and
tested to assure the highest quality
flavoring and freedom from deleterious
ingredients."

(5) Any statement, design, device, or
representation of or relating to any
guaranty, irrespective of falsity, which
the Deputy Commissioner finds to be
likely to mislead the consumer. Nothing
in -this part shall prohibit the use of an
enforceable guaranty in substantially the
following form: "We will refund the pur-
chase price to the purchaser if he is in
any manner dissatisfied with the con-
tents of this package.

(Blank to be filled in with the name of
the permittee making guaranty)

Examples of such statements are:
(i) "Guaranteed to consumer by

(ii) "Warranted to be the best prod-
uct in its price range."

(ii) "Certified to be pure and free from
deleterious matter."

(iv) "Guaranteed to be ten years old."
(v) "Guaranteed to be distilled in the

State of --------
(vi) "Attested to be made by modern,

scientific manufacturing processes."
(6) A trade or brand name that is the

name of any living individual of public
prominence, or existing private or public
organization, or is a name that is in sim-
ulation or is an abbreviation thereof, or
any graphic, pictorial, or emblematic
representation of any such Individual
or organization, if the use of such name
or representation is likely falsely to lead
the consumer to believe that the product
has been endorsed, made, or used by, or
produced for, or under the supervision
of, or in accordance with the specifica-
tions of, such individual or organization:
Provided, That this subparagraph shall
not apply to the use of the name of any
person engaged in business as a distiller,
rectifier, blender, or other producer, or
as an importer, wholesaler, retailer, bot-
tler, or warehouseman, of distilled spir-
its, nor to the use by any person of a
trade or brand name that is the name of
any living individual of public promi-
nence or existing private or public organ-
ization, provided such trade or brand
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name was used by him or his predeces-
sors in interest prior to August 29, 1935.

(b) Simulation o1 Government
stamps, etc. (1) No label shall be of
such design as to resemble or simulate a
stamp of the United States Government
or any State or foreign Government. No
label, other than stamps authorized or
required by this or any other Govern-
ment, shall state or Indicate that the
distilled spirits contained in the labeled
bottle are distilled, blended, made, bot-
tled, or sold under, or in accordance with,
any municipal, State, or Federal author-
ization, law, or regulations, unless such
statement is required or specifically au-
thorized by Federal, State, or municipal
law or regulations, or Is required or speci-
fically authorized by the laws or regula-
tions of a foreign country. If the mu-
nicipal, State, or Federal government
permit number is stated upon a label, it
shall not be accompanied by any addi-
tional statement relating thereto.

(2) If Imported distilled spirits are
labeled Scotch whisky, blended Scotch
whisky, Irish whisky, blended Irish
whisky, Canadian whisky, blended Ca-
nadian whisky, rum, brandy, or Cognac,
or are labeled as whisky of an American
type, and such distilled spirits are cov-
ered by a certificate of origin or of age
issued by a duly authorized official of the
appropriate foreign government, the la-
bel, except where prohibited by the for-
eign government, may refer to such cer-
tificate or the fact of such certification,
but shall not be accompanied by any
additional statement relating thereto.
The reference to such certificate or cer-
tification shall, in the case of Cognac, be
substantially in the following form: "This
product accompanied at the time of im-
portation by an 'Acquit Regional Jaune
d'Or' issued by the French Government,
indicating that this grape brandy was
distilled in the Cognac Region of
France"; and in the case of the other dis-
tilled spirits, substantially in the fol-
lowing form: "This product accompanied
at time of importation by a certificate
Issued by the ------------ government
(name of government) indicating that
the product is ------------ (class and
type as required to be stated on the la-
bel), and (if label claims age) that none
of the distilled spirits are of an age less
than stated on this label."

(3) The words "bond", "bonded", "bot-
tled In bond," "aged In bond," or phrases
containing these or synonymous terms,
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shall not be used on any label or as part
of the brand name of domestic distilled
spirits unless such distilled spirits were
in fact bottled in bond under the Bot-
tling in Bond Act of the United States.

(4) The words "bond," "bonded,"
"bottled in bond," "aged in bond," or
phrases containing these or synonymous
terms, shall not be used on any label or
as part of the brand name of imported
distilled spirits unless such distilled spir-
its, as to proof and age, and in all other
respects, meet the requirements appli-
cable to distilled spirits bottled for do-
mestic consumption, under the Bottling
in Bond Act of the United States (26
U. S. C. 2903, 2904) and unless the laws
and regulations of the country in which
such distilled spirits are produced au-
thorize the bottling of distilled spirits in
bond and require or specifically authorize
such distilled spirits to be so labeled.
All spirits labeled as "bonded," "bottled
In bond," or "aged in bond" pursuant to
the provisions of this subparagraph shall
bear In direct conjunction with such
stdtement and in script, type or printing
substantially as conspicuous as that used
on such statement, the name of the coun-
try under whose laws and regulations
such distilled spirits were so bottled.

(c) Use of word "pure." The word
"pure" shall not be stated in any man-
ner on any labels, except as part of the
bona fide name of a permittee or re-
tailer for whom the distilled spirits are
bottled.
S(d) Use of "double distilled" or similar
terms. No gin or other distilled spirits
shall be labeled as "double distilled" or
"triple distilled," or any similar term.
. (e) Flags, seals, coats of arms, crests,

and other insignia. Labels shall not con-
tain, in the brand name or otherwise, any
statement, design, device, or pictorial
representation which the Deputy Com-
missioner finds relates to, or is capable
of being construed as relating to, the
armed forces of the United States, or the
American flag, or any emblem, seal, in-
signia, or decoration associated with such
flag or armed forces; nor shall any label
contain any statement, design, device, or
pictoral representation of or concerning
any flag, seal, coat of arms, crest or other
insignia, likely to mislead the consumer
to believe that the product has been en-
dorsed, made, or used by, or produced
for, or under the supervision of, or in
accordance with the specifications of the
government, organization, family, or in-

§ 5.41



Chapter I-Bureau of Internal Revenue

dividual with whom such flag, seal, coat
of arms, crest, or insignia is associated.

(f) Curative and therapeutic effects.
Labels shall not contain any statement,
design, or device representing that the
use of any distilled spirits has curative
or therapeutic effects if such statement
is untrue in any particular or tends to
create a misleading impression.

(g) Individual coverings and cartons.
Individual coverings, cartons, or other
containers of bottled distilled spirits, or
any written, printed, graphic, or other
matter accompanying the bottle shall
not contain any statement or any
graphic, pictorial, or emblematic repre-
sentation or other matter which is pro-
hibited from appearing on any label or
bottle of distilled spirits.
[Regs. No. 5, 1 F. R. 113, as amended by Amdt.
4, 1 F. R. 1222, Treasury Order 30, 5 F. R. 2212.
T. D. 5051, 6 F. R. 2874]

REQUIREMENTS FOR WITHDRAWAL FROM
CUSTOMS CUSTODY OF BOTTLED IMPORTED
DISTILLED SPIRITS

§ 5.45 Label approval and release-
(a) Application. On or after August 15,
1936, bottled distilled spirits shall not be
released from customs custody for con-
sumption, except pursuant to procedure
and form prescribed by §§ 5.45, 5.46.

(b) Affidavit. No bottled distilled
spirits shall be released from customs
custody unless there shall have been de-
posited with the appropriate customs
officer at the port of entry an "Affidavit
for Release of Distilled Spirits, Wine and
Malt Beverages under the Federal Alco-
hol Administration Act" (Form 1652),
which document shall be properly filled
out and sworn to by the importer or
transferee in bond, covering the particu-
lar brand or lot of distilled spirits sought
to be released and which document shall
be accompanied by the original or a
photostatic copy firmly attached thereto
of a "Certificate of Label Approval under
the Federal Alcohol Administration Act"
(Form 1649). Such certificate shall be
issued by the Deputy Commissioner upon
application made on the form designated
"Application for Certificate of Label Ap-
proval under the Federal Alcohol Ad-
ministration Act" (Form 1647), properly
filled out and certified to by the importer
or transferee in bond.

(c) Release. If the "Affidavit for Re-
lease of Distilled Spirits, Wine and Malt
Beverages under the Federal Alcohol Ad-
ministration Act" (Form 1652) is accom-

panied by the original or a photostatic
copy of the "Certificate of Label Ap-
proval under the Federal Alcohol Admin-
istration Act" (Form 1649) the certifi-
cate of which bears the signature of the
officer designated by the Deputy Com-
missioner, then the brand or lot of bot-
tled distilled spirits bearing labels identi-
cal with those shown on the original or
a photostatic copy may be released from
customs custody.

(d) Relabeling. Distilled spirits in
customs custody which are not labeled
in conformity with certificates of label
approval issued by the Deputy Commis-
sioner must be relabeled prior to release,
under the supervision and direction of
the customs officers of the port at which
such distilled spirits are located.'
[Regs. No. 5, 1 F. R. 113, as amended by
Amdt. 1, 1 F. R. 124, Treasury Order 30, 5 F. R.
22121

§ 5.46 Certificates of age and origin.
(a) Scotch, Irish, and Canadian whiskies,
In bottles, whether blended or unblended,
Imported on or after August 15, 1936,
shall not be released from customs cus-
tory for consumption unless the invoice
is accompanied by a certificate of origin
issued by a duly authorized official of the
British, Irish, or Canadian Governments,
certifying (1) that the particular dis-
tilled spirits are Scotch, Irish, or Ca-
nadian whisky, as the case may be, (2)
that the distilled spirits have been manu-
factured in compliance with the laws of
the respective foreign governments regu-
lating the manufacture of the whisky for
home consumption, and (3) that the
product conforms to the requirements of
the Immature Spirits Act of such foreign
government for spirits intended for home
consumption.

(b) If the label of any Scotch, Irish,
or Canadian whisky, whether blended or
unblended, imported in bottles on or after
August 15, 1936, contains any statement
of age for Scotch or Irish whisky in ex-
cess of 3 years, or Canadian whisky in
excess of 2 years, the whisky shall not
be released from customs custody unless
accompanied by a certificate issued by
a duly authorized official of the appro-
priate foreign government certifying that
none of the distilled spirits in the bottle
are of an age less than that stated on
the label. The age certified shall be the

2 Copies of Form 1647 may be secured from
the district supervisors of the Alcohol Tax
Unit on request. Copies of Form 1652 may
be secured from the local Customs office.
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period during which, after distillation
and before bottling, the distilled spirits
have been kept in oak containers.

(c) If the label of any rum, brandy, or
cognac, imported in bottles on or after
August 15, 1936, contains any statement
of age, the rum, brandy, or cognac shall
not be released from customs custody
unless accompanied by a certificate is-
sued by a duly authorized official of the
government of the foreign country in
which the rum, brandy, or cognac was
produced, certifying that none of the
distilled spirits in the product are of an
age less than that stated on the label.
The age certified shall be the period dur-
ing which, after distillation and before
bottling, the distilled spirits have been
kept in oak containers. Cognac in bot-
tles, imported on or after August 15,
1936, shall not be released from customs
custody unless the invoice is accompa-
nied by a certificate issued by a duly
authorized official of the appropriate
foreign government, certifying that the
product is grape brandy distilled in the
Cognac region of France and entitled to
be designated as "Cognac" by the laws
and regulations of the French Govern-
ment.

(d) Whisky (as defined in § 5.21 (b))
and American type whiskies, imported on
or after August 15, 1936, shall not be re-
leased from customs custody in bottles
unless there is presented at the time of
entry or at the time of request for re-
lease, a certificate issued by a duly au-
thorized official of the appropriate foreign
government certifying:

(1) In case of straight whisky, (i) the
class and type (such as straight whisky,
straight rye whisky, straight bourbon
whisky, etc.) thereof, (i) the American
proof. at which distilled, (ili) that no
neutral spirits or other whisky has been
added as a part thereof or included
therein, whether or not for the purpose
of replacing outage, (iv) the age of the
whisky, and (v) the type of container
in which such age was acquired (whether
new or re-used, also whether charred or
uncharred) ;

(2) In case of whisky and the distinc-
tive types of whisky, (i) the class and
type (such as whisky, rye whisky, bour-
bon whisky, etc.), (ii) the American
proof at which distilled, (iii) that no
neutral spirits has been added as a part
thereof or Included therein, whether or
not, for the purpose of replacing outage,
(v) the age of the whisky, and (v) the
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type of container in which such age was
acquired (whether new or re-used, also
whether charred or uncharred);

(3) In case of blended whisky, (I) the
class and type (such as blended whisky,
blended rye whisky, blended bourbon
whisky, etc.), (ii) the percentage of
straight whisky, or any distinctive type
thereof, used in the blend, (Ili) the Amer-
ican proof at which the straight whisky
was distilled, (iv) the percentage of other
whisky, if any, in the blend, (v) the per-
centage of neutral spirits, if any, in the
blend, and the name of the commodity
from which distilled, (vi) the age of the
straight whisky and the age of the other
whisky, if any, in the blend, and (vii)
the type of containers in which such age
or ages were acquired (whether new or
re-used, also whether charred or un-
charred).
[Regs. No. 5, 1 F. R. 113, as amended by Amdt.
1, 1 F. R. 124, Amdt. 5, 3 F. R. 4611

REQUIREMENTS FOR APPROVAL OF LABELS OF
DOMESTICALLY BOTTLED DISTILLED SPIRITS

§ 5.50 Certificates of label approval.
(a) No person shall bottle distilled
spirits, other than distilled spirits in
customs custody, or remove such spirits
from his bottling plant unless upon
application to the Deputy Commis-
sioner he has obtained, and has in
his possession, a "Certificate of Label
Approval under the Federal Alcohol Ad-
ministration Act" (Form 1649), covering
such distilled spirits. Such certificate of
label approval shall be issued by the
Deputy Commissioner upon application
made on the form designated "Applica-
tion for Certificate of Label Approval
under the Federal Alcohol Administra-
tion Act" (Form 1647), properly filled
out and certified to by the permittee.

(b) Any bottler of distilled spirits
shall be exempt from the requirements
of §§ 5.50-5.53 if upon application he
shows to the satisfaction of the Deputy
Commissioner that the distilled spirits to
be bottled by him are not to be sold,
offered for sale, or shipped or delivered
for shipment, or otherwise introduced
in interstate or foreign commerce. A
"Certificate of Exemption from Label
Approval under the Federal Alcohol Ad-
ministration Act" (Form 1650) shall be
issued by the Deputy Commissioner upon
application made on the form designated
"Application for Certificate of Exemp-
tion from Label Approval under the Fed-
eral Alcohol Administration Act" (Form
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1648), properly filled out and certified
to by the permittee.'
[Regs. No. 6, 1 F. R. 113, as amended by
Treasury Order 30, 5 F. R. 22121

§ 5.51 Certificates of age and origin.
(a) Scotch, Irish, and Canadian whiskies,
whether blended or unblended, imported
in bulk on or after August 15, 1936, and

bottled in the United States, shall not be
labeled as Scotch, Irish, or Canadiani
whiskies respectively, unless the bottler
possesses a certificate of origin issued by
a duly authorized official of the British,
Irish, or Canadian governments, certify-
ing (1) that the particular distilled spir-
its are Scotch, Irish, or Canadian whisky,
as the case may be, (2) that the distilled
spirits have been manufactured in com-
pliance with the laws of the respective
foreign governments regulating the
manufacture of the whisky for home

consumption, and (3) that the product
conforms to the requirements of the Im-

mature Spirits Act of such foreign gov-
ernment for spirits intended for home
consumption.

(b) If any Scotch, Irish, or Canadian
whisky, whether blended or unblended,
is imported in bulk on or after August 15,

1936, and bottled in the United States, no

statement shall appear on the label
thereof representing the age of such
Scotch or Irish whisky to be in excess of

3 years, or Canadian whisky in excess of

2 years, unless the permittee authorized
to bottle such distilled spirits possesses a
certificate for such distilled spirits issued
by a duly authorized official of the ap-
propriate foreign government certifying
as to age of such whisky. The age certi-
fied shall be the period during which,
after distillation and before bottling, the

'Copies of Forms 1647 and 1648 may be
secured from the district supervisors of the
Alcohol Tax Unit on request. The former
Federal Alcohol Administrator issued blanket
approvals covering strip labels, containing
only the mandatory age statement, for use
in connection with approved brand labels
(FA-102), and covering identification stamps
required by State law to appear on distilled
spirits sold at retail in that State, if such
stamps contain no material prohibited by
this part (FA-103). Forms 1648 and 1650
provide that products covered by Certificates
of Exemption from Label Approval must
bear the statement "For Sale in
only", the blank to contain the name of the
state in which the bottler is located. See
also AT Circular 772, July 7. 1944 with ref er-
ence to attaching copy of approved formula
on Form 27B-Supplemental to Forms 1647
and 1648 in case of rectified spirits.

distilled spirits have been kept in oak
containers.

(c) If any rum or brandy is imported
in bulk on or after August 15, 1936, and
bottled in the United States, no state-
ment of age shall appear on the labels of
such rum or brandy, unless the permittee
authorized to bottle such distilled spirits
possesses a certificate issued by a duly
authorized official of the government of
the foreign country in which the rum or
brandy was produced, certifying as to
the age of such rum or brandy. The age
certified shall be the period during which,
after distillation and before bottling, the
distilled spirits have been kept In oak
containers. Brandy imported in bulk on
or after August 15, 1936, and bottled in
the United States, shall not be labeled as
"Cognac" unless the permittee author-
ized to bottle such distilled spirits pos-
sesses a certificate issued by a duly au-
thorized official of the appropriate
foreign government, certifying that the
product is grape brandy distilled in the
Cognac region of France and entitled
to be designated as "Cognac" by the laws
and regulations of the French Govern-
ment.

(d) Distilled spirits imported in bulk
on or after August 15, 1936, and bottled
in the United States with or without
taxable rectification, shall not be labeled
as whisky (as defined in § 5.21 (b) ), or as
any type of American whisky, unless the
permittee authorized to bottle such dis-
tilled spirits possesses a certificate for
such whisky Issued by a duly authorized
official of the appropriate foreign gov-
ernment certifying:

(1) In case of straight whisky: (1) the
class and type (such as straight whisky,
straight rye whisky, straight bourbon
whisky, etc.) thereof; (if) the American
proof at which distilled; (i) that no
neutral spirits or other whisky has been
added as a part thereof or included
therein, whether or not for the purpose of
replacing outage; (v) the age of the
whisky; and (v) the type of container in
which such age was acquired (whether
new or re-used, also whether charred or
uncharred);

(2) In case of whisky and the distinc-
tive types of whisky: (i) the class and
type (such as whisky, rye whisky, bour-
bon whisky, etc.); (if) the American
proof at which distilled; (lit) that no
neutral spirits has been added as a part
thereof or included therein, whether or
not for the purpose of replacing outage;
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(iv) the age of the whisky; and (v) the
type of container in which such age was
acquired (whether new or re-used, also
whether charred or uncharred);

(3) In case of blended whisky: (i) the
class and type (such as blended whisky,
blended rye whisky, blended bourbon
whisky, etc.); (ii) the percentage of
straight whisky, or any distinctive type
thereof, used in the blend; (iII) the
American proof at which the straight
whisky was distilled; (iv) the percentage
of other whisky, if any, in the blend; (v)
the percentage of neutral spirits, if any,
in the blend, and the name of the com-
modity from which distilled; (vi) the age
of the straight whisky and the age of the
other whisky, if any, in the blend; and
(vii) the type of containers in which such
age or ages were acquired (whether new
or re-used, also whether charred or un-
charred); and unless the labels are in
all particulars consistent with the facts
stated in the certificate.
[Regs. No. 5, 1 F. R. 113, as amended by Amdt.
1, 1 F. R. 124, Amdt. 5, 3 F. R. 5611

§ 5.52 Exhibiting certificates to Gov-
ernment officials. Any bottler holding
an original or duplicate original of a
certificate of label approval or a certifi-
cate of exemption, shall, upon demand,
exhibit such certificate to a duly author-
ized representative of the United States
Government.
[Regs. No. 5, 1 F. R. 1131

§ 5.53 Photoprints. Photoprints or
other reproductions of certificates of
label approval or certificates of exemp-
tion are not acceptable, for the purposes
of this article, as substitutes for an origi-
nal or duplicate original of a certificate of
label approval, or a certificate of exemp-
tion. The Deputy Commissioner will,
upon request of the bottler, issue dupli-
cate originals of certificates of label
approval or certificates of exemption if
distilled spirits under the same brand are
bottled at more than one plant by the
same permittee, and if the necessity for
the duplicate original is shown and there
is listed with the Deputy Commissioner
the name and address of the additional
bottling plant where the particular label
is to be used.
[Regs. No. 5, 1 F. R. 113, as amended by
Treasury Order 30, 5 F. R. 22121

ADVERTISING OF DISTILLED SPIRITS

§ 5.60 Application. No person en-
gaged in business as a distiller, rectifier,

importer, wholesaler, or warehouseman
and bottler of distilled spirits, directly
or indirectly, or through an affiliate, shall
publish or disseminate or cause to be
published or disseminated by radio
broadcast, or in any newspaper, periodi-
cal, or other publication, or by any sign
or outdoor advertisement, or any other
printed or graphic matter, any adver-
tisement of distilled spirits if such ad-
vertisement is in, or is calculated to in-
duce sales in, interstate or foreign com-
merce, or is disseminated by mail, unless
such advertisement is in conformity with
§§ 5.60-5.64: Provided, That such sec-
tions shall not apply to outdoor adver-
tising in place on June 18, 1935, but shall
apply upon replacement, restoration, or
renovation of any such advertising: And
provided further, That §§ 5.60-5.64 shall
not apply to the publisher of any news-
paper, periodical or other publication, or
radio broadcaster, unless such publisher
or radio broadcaster is engaged in busi-
ness as a distiller, rectifier, importer,
wholesaler, or warehouseman and bottler
of distilled spirits, directly or Indirectly,
or through an affiliate.
[Regs. No. 5, 1 F. R. 1131

§ 5.61 Definitions. As used in §§ 5.60-
5.64, the term "advertisement" includes
any advertisement of distilled spirits
through the medium of radio broadcast;
or of newspapers, periodicals, or other
publications; or of any sign or outdoor
advertisement; or of any other printed
or graphic matter, including trade book-
lets, menus, and wine cards, if such ad-
vertisement is in, or is calculated to in-
duce sales in, interstate or foreign com-
merce, or is disseminated by mail; ex-
cept that such term shall not include:

(a) Any label affixed to any bottle of
distilled spirits; or any individual cover-
ing, carton, or other container of the
bottle, or any written, printed, graphic,
or other matter accompanying the bot-
tle, which constitutes a part of the label-
ing under §§ 5.30-5.41.

(b) Any editorial or other reading
matter in any periodical or newspaper
for the publication of which no money
or other valuable consideration is paid
or promised, directly or indirectly, by
any permittee.
[Regs. No. 5, 1 F. R. 113]

§ 5.62 Mandatory statements-(a)
Responsible advertiser. The advertise-
ment shall state the name and address of
the permittee responsible for its publica-
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tion or broadcast. Street number and
name may be omitted in the address.

(b) Class and type. The advertise-
ment shall contain a conspicuout state-
ment of the class to which the product
belongs and the type thereof correspond-
ing with the statement of class and type
which is required to appear on the label
of the product.

(c) Alcoholic content. (1) The alco-
holic content by proof shall be stated for
distilled spirits except as otherwise pro-
vided in subparagraph (2) of this para-
graph.

(2) The alcoholic content in percent-
age by volume or by proof shall be stated
for cordials and liqueurs, and gin fizzes,
cocktails, highbal!s, bitters, and such
other specialties as may be specified by
the Deputy Commissioner from time to
time.

(d) Percentage of neutral spirits and
name of commodity. (1) In the case of
distilled spirits (other than cordials, li-
queurs, and specialties) produced by
blending or rectification, if neutral spir-
its have been used in the production
thereof, there shall be stated the percent-
age of neutral spirits so used and the
name of the commodity from which such
neutral spirits have been distilled. The
statement of percentage and the name of
the commodity shall be made in substan-
tially the following form: "----% neu-
tral spirits distilled from grain"; or
"----% neutral spirits distilled from cane
products"; or "----% neutral spirits dis-
tilled from fruit"; or "--__% grain (cane
products), (fruit), neutral spirits."

(2) In the case of neutral spirits or of
gin produced by a process of continuous
distillation, there shall be stated the
name of the commodity from which such
neutral spirits or gin has been distilled.
The statement of the name of the com-
modity shall be made in substantially the
following form: "Distilled from grain",
or "Distilled from cane products", or
"Distilled from fruit."
[Regs. No. 5, 1 F. R. 113, as amended by
Treasury Order 30, 5 F. R. 2212]

§ 5.63 Lettering. Statements required
under §§ 5.60-5.64 to appear in any writ-
ten, printed, or graphic advertisement
shall be in lettering or type of a size
sufficient to render them both conspicu-
ous and readily legible.
[Regs. No. 5, 1 P. R. 1131

NoTz: On June 5, 1939, the former Federal
Alcohol Administrator issued a circular let-

ter, appearing at 4 F. R. 2305, which set forth
certain guiding principles to be followed in
determining whether information was so
stated in advertisements as to be "both con-
spicuous and readily legible".

§ 5.64 Prohibited statements-(a)
Restrictions. An advertisement of dis-
tilled spirits shall not contain:

(1) Any statement that is false or mis-
leading in any material particular.

(2) Any statement that is disparaging
of a competitor's products.

(3) Any statement, design, device, or
representation which is obscene or in-
decent.

(4) Any statement, design, device, or
representation of or relating to analyses,
standards or tests, irrespective of falsity,
which the Deputy Commissioner finds to
be likely to mislead the consumer.
(5) Any statement, design, device, or

representation of or relating to any guar-
anty, irrespective of falsity, which the
Deputy Commissioner finds to be likely to
mislead the consumer. Nothing in this
section shall prohibit the use of an en-
forceable guaranty in substantially the
following form: "We will refund the pur-
chase price to the purchaser if he is in
any manner dissatisfied with the con-
tents of this package.

(Blank to be filled in with name of the
permittee making guaranty.)

(6) Any statement that the distilled
spirits are distilled, blended, made, bot-
tled, or sold under or in accordance with
any municipal, State or Federal authori-
zation, law, or regulation; and if a mu-
nicipal, State or Federal permit number
is stated, such permit number shall not
be accompanied by any additional state-
ment relating thereto.

(7) The words "bond", "bonded", "bot-
tled in bond", "aged in bond", or phrases
containing these or synonymous terms,
unless such words or phrases appear,
pursuant to §§ 5.30-5.41 upon the labels
of the distilled spirits advertised, and
are stated in the advertisement in the
manner and form in which they are re-
quired to appear upon the label.

(8) The word "pure" except as part of
the bona fide name of a permittee or a
retailer for whom the distilled spirits are
bottled.

(9) The terms "double distilled",
"triple distilled", or any similar term.

(b) Statements inconsistent uith la-
beling. The advertisement shall not
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contain any statement concerning a
brand or lot of distilled spirits that is
inconsistent with any statement on the
labeling thereof. This requirement shall
become effective August 15, 1936.

(c) Statements of age. The advertise-
ment shall not contain any statement,
design, or device directly or by implica-
tion concerning age or maturity of any
brand or lot of distilled spirits unless a
statement of age appears on the label of
the advertised product. When any such
statement, design, or device concerning
age or maturity is contained in any ad-
vertisement, it shall include (in direct
conjunction therewith and with substan-
tially equal conspicuousness) all parts of
the statement, if any, concerning age
and percentages required to be made on
the label under the provisions of § § 5.30-
5.41.

(d) Curative and therapeutic effects.
The advertisement shall not contain any
statement, design, or device representing
that the use of any distilled spirits has
curative or therapeutic effects, if such
statement is untrue in any particular, or
tends to create a misleading impression.

(e) Place of origin. The advertise-
ment shall not represent that the dis-
tilled spirits were manufactured in or
imported from a place or country other
than that of their actual origin, or were
produced or processed by one who was
not in fact the actual producer or
processor.

(f) Confusion of brands. Two or more
different brands or lots of distilled spirits
shall not be advertised in one advertise-
ment (or in two or more advertisements
in one issue of a periodical or newspa-

.per, or in one piece of other written,
printed, or graphic matter) if the adver-
tisement tends to create the impression
that representations made as to one
brand or lot apply to the other or others,
and if as to such latter the representa-
tions contravene any provision of this
article or are in any respect untrue.

(g) Flags, seals, coats of arms, crests,
and other insignia. No advertisement
shall contain any statement, design, de-
vice, or pictorial representation of or
rclating to, or capable of being construed
as relating to the armed forces of the
United States, or of the American flag,
or of any emblem, seal, insignia, or deco-
ration. associated with such: flag - or
armed forces; nor shall any advertise-
ment contain any statement, device, de-
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sign, or pictorial representation of or
concerning any flag, seal, coat of arms,
crest, or other insignia, likely to mis-
lead the consumer to believe that the
product has been endorsed, made, or
used by, or produced for, or under the
supervision of, or in accordance with the
specifications of the government, organ-
ization, family, or individual with whom
such flag, seal, coat of arms, crest, or
insignia is associated.
[Regs. No. 5, 1 F. R. 113, as amended by
Amdt. 1, 1 F. R. 124, Amdt. 4, 1 F. R. 1222,
Treasury Order 30, 5 F. R. 2212, T. D. 5051,
6 F. R. 28741

STANDARDS OF FILL FOR BOTTLED DISTILLED
SPIRITS

§ 5.70 Application. No person en-
gaged in business as a distiller, rectifier,
importer, wholesaler, or warehouseman
and bottler, directly or indirectly, or
through an affiliate, shall sell or ship or
deliver for sale or shipment, or otherwise
introduce in interstate or foreign com-
merce, or receive therein or remove from
customs custody any distilled spirits in
bottles unless such distilled spirits are
bottled in conformity with §§ 5.70-5.74.
Distilled spirits domestically bottled prior
to January 1, 1935, and imported distilled
spirits entered in customs bond in bottles
prior to March 1, 1935, shall be regarded
as being in conformity with §§ 5.70-5.74,
(a) if the bottle, or the label on the
bottle, contains a conspicuous statement
of the net contents thereof, and (b) if
the actual capacity of the bottle is not
substantially less than the capacity it
appears to have upon visual examination
under ordinary conditions of purchase
or use.
[Regs. No. 5, 1 F. R. 113]

§ 5.71 Misbranding. Distilled spirits
shall be deemed to be misbranded:

(a) If the bottle is not a standard
liquor bottle as prescribed by § 5.72 for
such distilled spirits.

(b) If the amount of the distilled
spirits contained in the bottle does not
conform to one of the standards of fill
in effect therefor under § 5.73.

(c) If the bottle is in an individual
carton or other container, and the carton
or other container is so made or formed
as to mislead purchasers as to the size
of the bottle.
[Regs. No. 5, 1 F. R. 113]

§ 5.72 Standard liquor bottles-(a)
General. A standard liquor bottle shall
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be one so made, formed and filled as not
to mislead the purchaser.

(b) Size. A liquor bottle shall be held
to be so filled as to mislead the purchaser
if the bottle holds distilled spirits in an
amount other than one of the standards
of fill in effect therefor under § 5.73.

(c) Headspace. A liquor bottle of a
capacity of one-half pint or more shall
be held to be so filled as to mislead the
purchaser if it has a headspace in excess
of 8 percent of the total capacity of the
bottle after closure.

(d) Design. A liquor bottle shall be
held (irrespective of the correctness of
the net contents specified on the label)
to be so made and formed as to mislead
the purchaser, if its actual capacity is
substantially less than the capacity it
appears to have upon visual examination
under ordinary conditions of purchase or
use.
[Regs. No. 5, 1 F. R. 113]

§ 5.73 Standards of fill. (a) The
standards of fill for distilled spirits in
liquor bottles shall be the following, sub-
ject to the tolerances allowed in this sec-
tion:

(1) For all distilled spirits, whether
domestically manufactured, domestically
bottled, or imported:

1 gallon 1 pint
1/2 gallon Y pint
1 quart 1/ pint

4s quart 'Ao pint

(2) In addition, for brandy, whether
domestically manufactured, domestically
bottled, or imported: Y6 pint.

(3) In addition, for Scotch and Irish
whisky and Scotch and Irish type whisky,
and for brandy and rum: 4/5 pint.

(b) The following tolerances shall be
allowed:

(1) Discrepancies due exclusively to
errors in measuring which occur in fill-
ing conducted in compliance with good
commercial practice.

(2) Discrepancies due exclusively to
differences in the capacity of bottles, re-
sulting solely from unavoidable difficul-
ties in manufacturing such bottles so as
to be of uniform capacity: Provided,
That no greater tolerance shall be al-
lowed in case of bottles which, because
of their design, cannot be made of ap-
proximately uniform capacity than is
allowed in case of bottles which can be
manufactured so as to be of approxi-
mately uniform capacity.

819596-49-----36

(3) Discrepancies in measure due ex-
clusively to differences in atmospheric
conditions in various places and which
unavoidably result from the ordinary
and customary exposure of alcoholic bev-
erages in bottles to evaporation. The
reasonableness of discrepancies under
this paragraph shall be determined on
the facts in each case.

(c) Unreasonable shortages in certain
of the bottles in any shipment shall not
be compensated by overages in other
bottles in the same shipment.
[Regs. No. 5, 1 F. R. 1131

§ 5.74 Vintage spirits. Sections 5.70-
5.74 shall not apply to:

(a) Distilled spirits imported as vin-
tage spirits under permit issued by a
district supervisor pursuant to 26 CFR
Part 175.

(b) Cordials and liqueurs, and cock-
tails, highballs, gin fizzes, bitters, and
such other specialties as are specified
from time to time by the Deputy Com-
missioner.
[Regs. No. 5, 1 F. R. 113, as amended by
Treasury Order 30, 5 F. R. 2212]

GENERAL PROVISIONS

§ 5.80 Exports. The regulations in
this part shall not apply to distilled spir-
its for export.
[Regs. No. 5, Amdt. 5, 3 F. R. 4861
• § 5.81 Applicability of other regula-
tions. Nothing contained in this part
shall be construed as, in any manner,
relieving any persoft from conforming
with the requirements of 26 CFR Part
1755
[Regs. No. 5, 1 F. R. 1131

Part 6-Inducements Furnished
to Retailers

Sec.
6.1 Definitions.
6.2 Application.
6.3 Exceptions.

AUtrmor: §§ 6.1 to 6.3 issued under 53
Stat. 375; 26 U. S. C. 3176. Interpret or apply
sec. 5, 49 Stat. 981, as amended; 27 U. S. C.
205.

SoURCE: §§ 6.1 to 6.3 contained in Regula-
tions No. 6, Federal Alcohol Administration,
Mar. 9, 1936.

Bureau of Internal Revenue Regulations
13 "Traffic in Containers of Distilled Spirits"
issued by the Secretary of the Treasury pur-
suant to Joint Resolution of June 18, 1934,
48 Stat. 1020; 26 U. S. C. 2871.
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§ 6.1 Definitions. As used in this
part:

(a) The term "retailer" means any per-
son engaged in the sale of distilled spirits,
wine or malt beverages to consumers.

(b) The term "retail establishment"
means any premises where distilled
spirits, wine or malt beverages are sold
or offered for sale to consumers, whether
for consumption on or off the premises
where sold.

(c) The term "industry member"
means any person engaged in business
as a distiller, brewer, rectifier, blender,
or other producer, or as an importer or
wholesaler, of distilled spirits, wine or
malt beverages, or as a bottler, or ware-
houseman and bottler, of distilled spirits,
but shall not include an agency of a State
or political subdivision thereof, or an
officer or employee of such agency.

(d) The term "product" means dis-
tilled spirits, wine or malt beverages, as
defined in the Federal Alcohol Adminis-
tration Act.

(e) Any other term defined in the Fed-
eral Alcohol Administration Act and used
in this part shall have the meaning as-
signed to it by such act.

§ 6.2 Application. Except as pro-
vided in this part it is unlawful for any
industry member to induce, by furnish-
ing, giving, renting, lending, or selling
any equipment, fixtures, signs, supplies,
money, services, or other thing of value,
directly or indirectly or through an af-
filiate, any retailer to purchase any
products from such industry member to
the exclusion in whole or in part of such
products sold or offered for sale by other
industry members in interstate or for-
eign commerce, if such inducement is
made in the course of interstate or for-
eign commerce, or if such industry mem-
ber engages in the practice of using such
means to such an extent as substantially
to restrain or prevent transactions in
interstate or foreign commerce in any
such products, or if the direct effect of
such inducement is to prevent, deter,
hinder, or restrict other industry mem-
bers from selling or offering for sale any
such products to such retailer in inter-
state or foreign commerce: Provided,
That in the case of malt beverages, this
part shall apply to transactions between
a retailer in any State and a brewer, im-
porter, or wholesaler of malt beverages
outside such State only to the extent'
that the law of such State imposes re-
quirements similar to the requirements

of section 5 (b) of the Federal Alcohol
Administration Act (49 Stat. 981; 27
U. S. C. 205 (b)) with respect to similar
transactions between a retailer in such
State and a brewer, importer, or whole-
saler of malt beverages in such State, as
the case may be: Provided further, That
this part shall not operate to exempt
any person from the requirements of any
State law or regulation.

§ 6.3 Exceptions. An industry mem-
ber may furnish to a retailer, under the
conditions and within the limitations
prescribed, the equipment, signs, sup-
plies, services, or other things of value
specified herein: Provided, That such
furnishing is not conditioned directly or
indirectly on the purchase of distilled
spirits, wine, or malt beverages.

(a) Equipment. Tapping accessories,
such as rods, vents, taps, hoses, washers,
couplings, vent tongues, and check valves
may be sold to a retailer and installed in
his establishment if such tapping acces-
sories are sold at a price not less than the
cost thereof to the industry member sell-
ing the same, and if the price thereof
is collected within 30 days of the date of
sale.

(b) Signs. Signs, posters, placards,
designs, devices, decorations or graphic
displays, bearing advertising matter and
for use inside a retail establishment, may
be furnished, given, rented, loaned, or
sold to a retailer if they have no value
to the retailer except as advertisements
and if the total value of all such ma-
terials furnished by any industry mem-
ber and in use at any one time in any
retail establishment does not exceed $10:
Provided, That the industry member shall
not directly or indirectly pay or credit
the retailer for displaying such materials
or for any expense incidental to their
operation. The value of such materials
shall include all expenses incurred di-
rectly or indirectly by any industry mem-
ber in connection with the purchase,
manufacture, transportation, assembly,
and installation of such materials and of
accessories thereto.

(c) Supplies. Carbonic acid gas or ice
may be sold to a retailer, if sold in ac-
cordance with the reasonable open mar-
ket price thereof in the locality where
sold, and if the price thereof is collected
within 30 days of the date of sale.

(d) Services. (1) Coil cleaning serv-
ice may be furnished, given, or sold to a
retailer of malt beverages.
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(2) The names and address of retail-
ers selling the products of any industry
member may be listed in an advertise-
ment of such industry member, if such
listing is the only reference to any re-
tailer in the advertisement and is rela-
tively inconspicuous in relation to the
advertisement as a whole.

(e) Other things of value-() Con-
sumer advertising specialties. Consumer
advertising specialties, such as ash trays,
bottle or can openers, corkscrews, paper
shopping bags, matches, printed recipes,
wine lists, leaflets, blotters, post cards,
and pencils, which bear advertising mat-
ter, may be furnished, given, or sold to a
retailer for unconditional distribution by
him to the general public, if the retailer
is not paid or credited in any manner
directly or indirectly for such distribu-
tion service.

(2) Retailer advertising specialties.
Retailer advertising specialties, such as
trays, coasters, beer mats, menu cards,
meal checks, paper napkins, foam scrap-
ers, back bar mats, tap markers, ther-
mometers, clocks, and calendars, which
bear advertising matter, and which are
primarily valuable to the retailer as point
of sale advertising media, may be fur-
nished, given, or sold to a retailer if the
aggregate cost to any industry member
of such retailer advertising specialties
furnished, given, or sold in connection
with any one retail establishment in any
one calendar year does not exceed $10.

(3) Samples. Not more than 2 gallons
of any brand of malt beverages, and not
more than 1 pint of any brand of distilled
spirits or wine, may be furnished or given
as a sample to a retailer who has not
previously purchased that particular
product: Provided, That 2 quarts of any
brand of distilled spirits or wine, may be
furnished or given as a sample to any
agency of a State or political subdivision
thereof which has not purchased that
particular product.

(4) Newspaper cuts. Newspaper cuts,
mats, or engraved blocks for use in re-
tailers' advertisements, may be furnished,
given, rented, loaned, or sold by an in-
dustry member to a retailer selling his
products.

(5) Merchandise. Merchandise, such
as groceries and drugs, may be sold to a
retailer, without limit as to quantity or
value, by an industry member who is also
engaged in business as a bona fide vendor
of such merchandise, if such merchan-
dise is sold in accordance with the rea-

sonable open market price thereof In the
locality where sold, and if such merchan-
dise is not sold in combination with dis-
tilled spirits, wine, or malt beverages and
Is itemized separately on the Industry
members' invoices and other records:
Provided, That equipment, fixtures, signs,
supplies, and consumer and retailer ad-
vertising specialties may be furnished
only as provided elsewhere in this part.

Part 7-Labeling and Advertis-
ing of Malt Beverages

Sec.
7.1 Definitions.
LABELING REQUIREMENTS FOR MALT BEVERAGES

7.20 General.
7.21 Misbranding.
'7.22 Mandatory label information.
7.23 Brand names.
7.24 Class and type.
7.25 Name and address.
7.26 Alcoholic content.
7.27 Net contents.
7.28 General requirements.
7.29 Prohibited practices.

REQUIREMENTS FOR WITHDRAWAL OF IMPORTED
MALT BEVERAGES FROM CUSTOMS CUSTODY

7.30 Application.
7.31 Label approval and release.
REQUIREMENTS FOR APPROVAL OF LABELS OF MALT

BEVERAGES DOMESTICALLY BOTTLED OR PACKED

7.40 Application.
7.41 Certificates of label approval.
7.42 Exhibiting certificates to Government

officials.

ADVERTISING OF MALT BEVERAGES
7.50 Application.
7.51 Definitions.
7.52 Mandatory statements.
7.53 Legibility of requirements.
7.54 Prohibited statements.

GENERAL PROVISIONS
7.60 Exports.

AUTHORITY: Hi 7.1 to 7.60 issued under 53
Stat. 375; 26 U. S. C. 3176. Interpret or ap-
ply sec. 5, 49 Stat. 981, as amended; 20 U. S. C.
205.

SOURCE: §§ '7.1 to 7.60 contained in Regu-
lations No. 7, 1 F. R. 2315, except as noted fol-
lowing sections affected.

CROSS REFERENCES: For regulations relating
to the labeling and advertising of wine, see
Part 4 of this chapter. For regulations re-
lating to the labeling and advertising of dis-
tilled spirits, see Part 5 of this chapter.

§ 7.1 Definitions. As used in this
part:

(a) The term "act" means the Federal
Alcohol Administration Act.
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(b) The term "Deputy Commissioner"
means the Deputy Commissioner of In-
ternal Revenue in charge of the Alcohol
Tax Unit.

(c) The term "district supervisor"
means the district supervisor of the Al-
cohol Tax Unit for that district in which
the plant or premises are located.

d) The term "malt beverage" means
a beverage made by the alcoholic fer-
mentation of an infusion or decoction, or
combination of both, in potable brewing
water, of malted barley with hops, or
their parts, or their products, and with or
without other malted cereals, and with
or without the addition of unmalted or
prepared cereals, other carbohydrates or
products prepared therefrom, and with
or without the addition of carbon dioxide,
and with or without other wholesome
products suitable for human food con-
sumption.

(e) The term "container" means any
can, bottle, barrel, keg, or other closed
receptacle, irrespective of size or of the
material from which made, for use for
the sale of malt beverages at retail. The
term "bottler" means any person who
places malt beverages in containers of a
capacity of 1 gallon or less; and the term
"packer" means any person who places
malt beverages in containers of a capac-
ity in excess of 1 gallon.

(f) The term "gallon" means United
States gallon of 231 cubic inches of malt
beverages at 39.20 F. (40 C.). All other
liquid measures used are subdivisions of
the gallon as so defined.

(g) The term "brand label" means the
label carrying, in the usual distinctive
design, the brand name of the malt
beverage.

(h) The term "United States" means
the several States and Territories and
the District of Columbia; the term
"State" includes a Territory and the Dis-
trict of Columbia; and the term "Terri-
tory" means Alaska, Hawaii, and Puerto
Rico.

(i) The term "interstate or foreign
commerce" means commerce between
any State and any place outside thereof,
or commerce within any Territory or the
District of Columbia, or between points
within the same State but through any
place outside thereof.

(j) The term "person" means any in-
dividual, partnership, joint-stock com-
pany, business trust, association, corpo-
ration, or other form of business enter-

prise, including a receiver, trustee, or
liquidating agent, and including an offi-
cer or employee of any agency of a State
or political subdivision thereof.

(k) Any other term defined in the
Federal Alcohol Administration Act and
used in thii part shall have the same
meaning assigned to it by such act.
[Regs. No. 7, 1 F. R. 2315, as amended by
Treasury Order 30, 5 F. R. 22121

LABELING REQUIREMENTS FOR MALT
BEVERAGES

§ 7.20 General-a) Application. Sec-
tions 7.20-7.29 shall apply to malt bev-
erages sold or shipped or delivered for
shipment, or otherwise introduced into
or received in any State from any place
outside thereof, only to the extent that
the law of such State imposes similar re-
quirements with respect to the labeling
of malt beverages not sold or shipped or
delivered for shipment or otherwise in-
troduced into or received in such State
from any place outside thereof.

(b) Marking, branding, and labeling.
No person engaged in business as a
brewer, wholesaler, or importer of malt
beverages, directly or indirectly, or
through an affiliate, shall sell or ship, or
deliver for sale or shipment, or otherwise
introduce in interstate or foreign com-
merce, or receive therein, or remove from
customs custody any malt beverages in
containers unless such malt beverages
are packaged, and such packages are
marked, branded, and labeled in con-
formity with § § 7.20-7.29. Malt beverages
domestically bottled or packed prior to
December 15, 1936, and imported malt
beverages entered in customs bond in
containers prior to that date shall be
regarded as being packaged, marked,
branded, and labeled in accordance with
§§ 7.20-7.29, if the labels on such malt
beverages (1) bear all the mandatory
label information required by § 7.22, even
though such information is not set forth
in the manner and form as required by
§ 7.22 and other sections of this part
referred to therein, and (2) bear no state-
ments, designs, or devices which are false
or misleading.

Cc) Alteration of labels. (1) It shall
be unlawful for any person to alter, muti-
late, destroy, obliterate, or remove any
mark, brand, or label upon malt bever-
ages held for sale in interstate or foreign
commerce or after shipment therein, ex-
cept as authorized by Federal law: Pro-
vided, That the district supervisor may,
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upon written application, permit addi-
tional labeling or relabeling of malt bev-
erages in containers if, in his judgment,
the facts show that such additional la-
beling or relabeling is for the purpose
of compliance with the requirements of
§§ 7.20-7.29 or of State law.

(2) Application for permission to re-
label shall be accompanied by two com-
plete sets of the old labels and two com-
plete sets of any proposed labels, together
with a statement of the reasons for re-
labeling, the quantity and the location of
the malt beverages, and the name and
address of the person by whom they will
be relabeled.1

[Regs. No. 7, 1 F. R. 2315, as amended by
Treasury Order 30, 5 F. R. 2212]

§ 7.21 Misbranding. Malt beverages
in containers shall be deemed to be mis-
branded:

(a) If the container fails to bear on it
a brand label (or a brand label and other
permitted labels) containing the manda-
tory label information as required by
§§ 7.20-7.29 and conforming to the gen-
eral requirements specified in this part.

(b) If the container, cap, or any label
on the container, or any carton, case, or
other covering of the container used for
sale at retail, or any written, printed,
graphic, or other matter accompanying
the container to the consumer buyer con-
tains any statement, design, device, or
graphic, pictorial, or emblematic repre-
sentation that is prohibited by §§ 7.20-
7.29.

(c) If the container has blown, brand-
ed, or burned therein the name or other
distinguishing mark of any person en-
gaged in business as a brewer, whole-
saler, bottler, or importer, of malt bev-
erages, or of any other person, except the
person whose name is required to appear
on the brand label.

§ 7.22 Mandatory label information.
There shall be stated:

(a) On the brand label:
(1) Brand name, in accordance with

§ 7.23.
(2) Class, in accordance with § 7.24.
(3) Name and address (except when

branded or burned in the container) in
accordance with § 7.25, except as pro-
vided in paragraph (b) of this section.

j(4) In the case of domestic malt bev-
erages containing one-half of 1 percent

INo forms of application for permission to
relabel have been prescribed.

or more of alcohol by volume the state-
ment "Tax paid at the rate prescribed by
internal revenue law" or "Internal reve-
nue tax paid" (except where the con-
tainer bears a revenue stamp indicating
tax payment).

(5) Net contents (except when blown,
branded, or burned, in the container) in
accordance with § 7.27.

(b) On the brand label or on a sepa-
rate label (back or front) :

(1) In the case of imported malt bev-
erages, name and address of importer,
in accordance with § 7.25.

(2) In the case of malt beverages
bottled or packed for the holder of a per-
mit or a retailer, the name and address
of the bottler or packer, in accordance
with § 7.25.

(3) Alcoholic content, when required
by State law, in accordance with § 7.26.

§ 7.23 Brand names-(a) General.
The product shall bear a brand name,
except that if not sold under a brand
name, then the name of the person re-
quired to appear on the brand label shall
be deemed a brand name for the purpose
of this part.

(b) Misleading brand names. No
label shall contain any brand name,
which, standing alone, or in association
with other printed or graphic matter,
creates any impression or inference as
to the age, origin, identity, or other char-
acteristics of the product unless the Dep-
uty Commissioner finds that such brand
name, either when qualified by the word
"brand" or when not so qualified, conveys
no erroneous impressions as to the age,
origin, identity, or other characteristics
of the product.

(c) Trade name of foreign origin. This
section shall not operate to prohibit the
use by any person of any trade name or
brand of foreign origin not effectively
registered in the United States Patent
Office on August 29, 1935, which has been
used by such person or his predecessors
in the United States for a period of at
least 5 years immediately preceding
August 29, 1935: Provided, That if such
trade name or brand is used, the desig-
nation of the product shall be qualified
by the name of the locality in the United
States in which produced, and such qual-
ification shall be in script, type, or print-
ing as conspicuous as the trade name or
brand.
[T. D. 5051, 6 F. R. 2874]
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§ 7.24 Class and type. (a) The class
of the malt beverage shall be stated and,
if desired, the type thereof may be
stated. Statements of class and type
shall conform to the designation of the
product as known to the trade. If the
product is not known to the trade under
a particular designation, a distinctive or
fanciful name, together with an ade-
quate and truthful statement of the
composition of the product, shall be
stated, and such statement shall be
deemed to be a statement of class and
type for the purposes of this part.

(b) No product shall be designated as
"half and half" unless It is in fact com-
posed of equal parts of two classes of malt
beverages the names of which are con-
spicuously stated in conjunction with the
designation "half and half".

(c) No product containing less than
one-half of 1 percent of alcohol by
volume shall bear the class designations
"beer", "lager beer", "lager", "ale",
"porter", or "stout", or any other class
or type designation commonly applied to
malt beverages containing one-half of 1
percent or more of alcohol by volume.

(d) No product other than a malt
beverage fermented at comparatively
high temperature, possessing the char-
acteristics generally attributed to "ale,"
"porter," or "stout" and produced with-
out the use of coloring or flavoring ma-
terials (other than those recognized In
standard brewing practices) shall bear
any of these class designations.

(e) Geographical names for distinc-
tive types of malt beverages (other than
names found by the Deputy Commis-
sioner under paragraph (f) of this sec-
tion to have become generic)) shall not
be applied to malt beverages produced in
any place other than the particular
region Indicated by the name unless (1)
in direct conjunction with the name
there appears the word "type" or the
word "American," or some other state-
ment Indicating the true place of produc-
tion in lettering substantially as conspic-
uous as such name, and (2) the malt
beverages to which the name is applied
conform to the type so designated. The
following are examples of distinctive
types of beer with geographical names
that have not become generic: Dort-
mund, Dortmunder, Vienna, Wien,
Wiener, Bavarian, Munich, Munchner,
Salvator, Kulmbacher, Wurzburger, Pil-
sen (Pilsener and Pilsner): Provided,
That notwithstanding the foregoing
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provisions of this section, beer which is
produced in the United States may be
designated as "Pilsen," "Pilsener," or
"Pilsner" without further modification,
If it conforms to such type.

(f) Only such geographical names
for distinctive types of malt beverages
as the Deputy Commissioner finds have
by usage and common knowledge lost
their geographical significance to such
an extent that they have become generic
shall be deemed to have become generic,
e. g. India Pale Ale.

(g) Except as provided in § 7.23 (b),
geographical names that are not names
for distinctive types of malt beverages
shall not be applied to malt beverages
produced in any place other than the
particular place or region indicated In
the name.
[Regs. No. 7, 1 F. R. 2315, as amended by
Amdt. 1, 3 F. R. 1515, Treasury Order 30, 5
F. R. 2212]

§ 7.25 Name and address-(a) Do-
mestic malt beverages. On labels of con-
tainers of domestic malt beverages there
shall be stated the name of the bottler
or packer and the place where bottled
or packed. If such malt beverages are
bottled or packed for a person other than
the actual bottler or packer there may
be stated in addition to the name and
address of the bottler or packer (but not
in lieu thereof), the name and address
of such other person immediately pre-
ceded by the words "bottled for," "dis-
tributed by," or some other similar
appropriate phrase.

(b) Imported malt beverages. On la-
bels of containers of imported malt bev-
erages, there shall be stated the words
"imported by," or a similar appropriate
phrase, and Immediately thereafter the
name of the permittee who is the im-
porter, or exclusive agent, or sole dis-
tributor, or other person responsible for
the importation, together with the prin-
cipal place of business In the United
States of such person. In addition there
may, but need not, be stated unless re-
quired by State or foreign law or regula-
tion the name and principal place of
business of the foreign manufacturer,
bottler, packer, or shipper.

(c) Post-office address. The "place"
stated shall be the post-office address,
except that the street address may be
omitted. No additional places or ad-
dresses shall be stated for the same per-
son, unless, (1) such person is actively
engaged in the conduct of an additional
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bona fide and actual malt beverage busi-
ness at such additional place or address,
and (2) the label also contains, in direct
conjunction therewith, appropriate de-
scriptive material indicating the func-
tion occurring at such additional place
or address in connection with the partic-
ular malt beverage.

§ 7.26 Alcoholic content. The alco-
holic content and the percentage and
quantity of the original extract shall not
be stated unless required by State law.
When alcoholic content is required to be
stated, but the manner of statement is
not specified in the State law, it shall be
stated in percentage of alcohol by weight
or by volume, and not by proof or by
maximums or minimums. Otherwise
the manner of statement shall be as
specified in the State law.

§ 7.27 Net contents. (a) Net con-
tents shall be stated as follows:

(1) If less than 1 pint, in fluid ounces,
or fractions of a pint.

(2) If 1 pint, 1 quart, or 1 gallon, the
net contents shall be so stated.

(3) If more than 1 pint, but less than
1 quart, the net contents shall be stated
In fractions of a quart, or In pints and
fluid ounces.

(4) If more than 1 quart, but less than
1 gallon, the net contents shall be stated
in fractions of a gallon, or in quarts,
pints, and fluid ounces.

(5) If more than 1 gallon, the net con-
tents shall be stated in gallons and frac-
tions thereof.

(b) All fractions shall be expressed in
their lowest denominations.

(c) The net contents need not be
stated on any label if the net contents are
displayed by having the same blown,
branded, or burned in the container in
letters or figures in such manner as to be
plainly legible under ordinary circum-
stances and such statement is not ob-
scured in any manner in whole or In part.

§ 7.28 General requirements-(a)
Contrasting background. All labels shall
be so designed that all statements there-
on required by §§ 7.20-7.29 are readily
legible under ordinary conditions, and all
such statements shall be on a contrasting
background.

(b) Size of type. Except as to state-
ments of alcoholic content, all state-
ments required on labels by §§ 7.20-7.29
shall be in readily legible script, type,
or printing not smaller than 8-point

gothic caps. If contained among other
descriptive or explanatory reading mat-
ter, the script, type, or printing of all
required material shall be of a size sub-
stantially more conspicuous than such
other descriptive or explanatory reading
matter. All portions of any statement
of alcoholic content shall be of the same
size and kind of lettering and of equally
conspicuous color, and such lettering
shall not be larger than 8-point gothic
caps, except when otherwise required by
State law.

(c) English language. All informa-
tion, other than the brand name, re-
quired by §§ 7.20-7.29 to be stated on
labels shall be in the English language.
Additional statements in foreign lan-
guages may be made, If no such state-
ments In any way conflict with, or are
contradictory to, the requirements of
§§ 7.20-7.29. Labels on containers of
malt beverages packaged for consump-
tion within Puerto Rico may, If desired,
state the information required by
§§ 7.20-7.29 solely in the Spanish lan-
guage, in lieu of the English language,
except that the net contents shall also be
stated in the English language.

(d) Labels firmly affixed. All labels
shall be affixed to containers of malt
beverages in such manner that they can-
not be removed without thorough appli-
cation of water or other solvents.

(e) Additional information. Labels
may contain Information other than the
mandatory label information required by
§§ 7.20-7.29, provided such information
complies with the requirements of
§§ 7.20-7.29, and does not conflict with,
nor in any manner qualify, statements
required by any regulation promulgated
under the act.

§ 7.29 Prohibited practices-(a) State-
ments on labels. Containers of malt bev-
erages, or any labels on such containers,
or any carton, case, or individual cover-
ing of such containers, used for sale at
retail, or any written, printed, graphic,
or other matter accompanying such con-
tainers to the consumer shall not con-
tain:

(1) Any statement that is false or un-
true In any particular, or that, irrespec-
tive of falsity, directly or by ambiguity,
omission, or inference, or by the addition
of Irrelevant, scientific, or technical mat-
ter tends to create a misleading impres-
sion.
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NOTE: In circular dated Nov. 1, 1937, the
former Federal Alcohol Administrator set
forth the conditions under which trade markd
of can manufacturers could be reproduced on
cans used for the marketing of beer so as not
to create a misleading impression (FA-126).

(2) Any statement that Is disparag-
ing of a competitor's products.

(3) Any statement, design, device, or
representation which is obscene or
Indecent.

(4) Any statement, design, device, or
representation of or relating to analyses,
standards, or tests, irrespective of falsity,
which the Deputy Commissioner finds
to be likely to mislead the consumer.

(5) Any statement, design, device, or
representation of or relating to any
guaranty, irrespective of falsity, which
the Deputy Commissioner finds to be
likely to mislead the consumer.'

(6) A trade or brand name that is the
name of any living individual of public
prominence, or existing private or pub-
lic organization, or is a name that is in
simulation or is an abbreviation thereof,
or any graphic, pictorial, or emblematic
representation of any such Individual or
organization, if the use of such name or
representation is likely falsely to lead
the consumer to believe that the product
has been endorsed, made, or used by, or
produced for, or under the supervision
of, or in accordance with the specifica-
tions of, such individual or organization:
Provided, That this paragraph shall not
apply to the use of the name of any per-
son engaged in business as a producer,
importer, bottler, packer, wholesaler, re-
tailer, or warehouseman, of malt bever-
ages, nor to the use by any person of
a trade or brand name that is the name
of any living individual of public promi-
nence, or existing private or public or-
ganization, provided such trade or brand
name was used by him or his predeces-
sors In interest prior to August 29, 1935.

(b) Simulation of Government stamps.
No label shall be of such design as to
resemble or simulate a stamp of the
United States Government or of any
State or foreign government. No label,
other than stamps authorized or re-
quired by the United States Government

2 Under (5) the Deputy Commissioner has
permitted the use of statements in substan-
tially the following form: "We will refund
the purchase price to the purchaser if he is
in any manner dissatisfied with the contents
of this package.

(Name of the permittee making statement)"
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or any State or foreign government, shall
state or indicate that the malt beverage
contained in the labeled container is
brewed, made, bottled, packed, labeled,
or sold under, or in accordance with, any
municipal, State, Federal, or foreign gov-
ernment authorization, law, or regula-
tion, unless such statement is required
or specifically authorized by Federal,
State, or municipal, law or regulation,
or is required or specifically authorized
by the laws or regulations of the foreign
country in which such malt beverages
were produced. If the municipal or
State government permit number is
stated upon a label, it shall not be ac-
companied by any additional statement
relating thereto, unless required by State
law.

(c) Use of word "bonded", etc. The
words "bonded", "bottled in bond", "aged
in bond", "bonded age", "bottled under
customs supervision", or phrases contain-
ing these or synonymous terms which
imply governmental supervision over pro-
duction, bottling, or packing, shall not
be used on any label for malt beverages.

(d) Flags, seals, coats of arms, crests,
and other insignia. Labels shall not con-
tain, in the brand name or otherwise, any
statement, design, device, or pictorial
representation which the Deputy Com-
missioner finds relates to, or is capable
of being construed as relating to, the
armed forces of the United States, or the
American flag, or any emblem, seal, in-
signia, or decoration associated with such
flag or armed forces; nor shall any label
contain any statement, design, device, or
pictorial representation of or concerning
any flag, seal, coat of arms, crest or other
insignia, likely to mislead the consumer
to believe that the product has been en-
dorsed, made, or used by, or produced for,
or under the supervision of, or in accord-
ance with the specifications of the gov-
ernment, organization, family, or indi-
vidual with whom such flag, seal, coat of
arms, crest, or insignia is associated.

(e) Curative and therapeutic effects.
Labels shall not contain any statement,
design, or device representing that tle
use of any malt beverage has curative or
therapeutic effects, if such statement is
untrue in any particular or tends to
create a misleading impression.

(f) Use of words "strong", "full
strength", and similar words. Labels shall
not contain the words "strong", "full
strength", "extra strength", "high test",
"high proof", "pre-war strength", "full
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oldtime alcoholic strength", or similar
words or statements, likely to be con-
sidered as statements of alcoholic con-
tent, except where required by State law.

(g) Use of numerals. Labels shall not
contain any statements, designs, or de-
vices whether in the form of numerals,
letters, characters, figures, or otherwise,
which are likely to be considered as state-
ments of alcoholic content, unless re-
quired by State law.

(h) Coverings, cartons, or cases. In-
dividual coverings, cartons, cases, or
other wrappers of containers of malt
beverages, used for sale at retail, or any
written, printed, graphic, or other matter
accompanying the container shall not
contain any statement or any graphic
pictorial, or emblematic representation,
or other matter, which is prohibited from
appearing on any label or container of
malt beverages.
[Regs. No. 7, 1 F. R. 2315, as amended by
Treasury Order 30, 5 F. R. 2212, T. D. 5051,
6 F. R. 28741

REQUIREMENTS FOR WITHDRAWAL OF IM-

PORTED MALT BEVERAGES FROM CUSTOMS
CUSTODY

§ 7.30 Application. Sections 7.30 and
7.31 shall apply to withdrawals of malt
beverages from customs custody only in
the event that the laws or regulations of
the State in which such malt beverages
are withdrawn for consumption require
that all malt beverages sold or otherwise
disposed of in such State be labeled in
conformity with the requirements of
§§ 7.20-7.29.

§ 7.31 Label approval and release-
(a) Application. On or after December
15, 1936, imported malt beverages shall
not be released from customs custody for
consumption, except pursuant to the
procedure and forms prescribed by
§9 7.30 and 7.31.

(b) Affidavit. No imported malt bev-
erages shall be released from customs
custody unless there shall have been de-
posited with the appropriate customs
officer at the port of entry an "Affidavit
for Release of Distilled Spirits, Wine or
Malt Beverages under the Federal Alco-
hol Administration Act" (Form 1652),
which document shall be properly filled
out and sworn to by the Importer or
transferee in bond, covering the partic-
ular brand or lot of malt beverages
sought to be released, and which docu-
ment shall be accompanied by the orig-
inal or a photostatic copy firmly attached

819596-49- 237

thereto of a "Certificate of Label Ap-
proval under the Federal Alcohol Admin-
istration Act" (Form 1649). Such cer-
tificate shall be issued by the Deputy
Commissioner upon application made on
the form designated "Application for
Certificate of Label Approval under the
Federal Alcohol Administration Act"
(Form 1647), properly filled out and cer-
tified to by the importer or transferee in
bond.

(c) Release. If the "Affidavit for Re-
lease of Distilled Spirits, Wine or Malt
Beverages under the Federal Alcohol
Administration Act" (Form 1652) is ac-
companied by the original or a photo-
static copy of the "Certificate of Label
Approval under the Federal Alcohol Ad-
ministration Act" (Form 1649), the cer-
tificate of which bears the signature of
the Deputy Commissioner, then the
brand or lot of malt beverages bearing
labels identical with those shown on the
original or a photostatic copy may be
released from customs custody.

(d) Relabeling. Imported malt bev-
erages in customs custody, which are not
labeled in conformity with certificates
of label approval issued by the Deputy
Commissioner,. must be relabeled, prior
to release, under the supervision and di-
rection of the customs officers of the
port at which such malt beverages are
located
[Regs. No. 7, 1 F. R. 2315, as amended by
Treasury Order 30, 5 F. R. 2212]

REQUIREMENTS FOR APPROVAL OF LABELS OF
MALT BEVERAGES DOMESTICALLY BOTTLED
OR PACKED

§ 7.40 Application. Sections 7.40-
7.42 shall apply only to persons bottling
or packing malt beverages (other than
malt beverages in customs custody) for
shipment, or delivery for sale'or ship-
ment, into a State, the laws or regulations
of which require that all malt beverages
sold or otherwise disposed of in such
State be labeled in conformity with the
requirements of §§ 7.20-7.29.

§ 7.41 Certificates of label approval.
No person shall bottle or pack malt bev-
erages, or remove such malt beverages
from the plant where bottled or packed,
unless upon application to the Deputy
Commissioner, he has obtained, and has

8 Copies of Form 1647 may be secured from
the district supervisors of the Alcohol Tax
Unit on request. Copies of Form 1652 may
be secured from the local Customs office.
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in his possession, a "Certificate of Label
Approval under the Federal Alcohol Act"
(Form 1649) covering such malt bever-
ages. Such certificate of label approval
shall be issued by the Deputy Commis-
sioner upon application made on the
form designated "Application for Certi-
ficate of Label Approval under the Fed-
eral Alcohol Administration Act" (Form
1647), properly filled out and certified to
by the applicant.'
[Regs. No. 7, 1 F. R. 2315, as amended by
Treasury Order 30, 5 F. R. 2212]

§ 7.42 Exhibiting certificates to Gov-
ernment officials. Any bottler or packer
holding an original or duplicate original
of a certificate of label approval shall,
upon demand, exhibit such certificate to
a duly authorized representative of the
United States Government or any duly
authorized representative of a State or
political subdivision thereof.

ADVERTISING OF MALT BEVERAGES

§ 7.50 Application. No person en-
gaged in business as a brewer, wholesaler,
or importer, of malt beverages, directly
or indirectly, or through an affiliate, shall
publish or disseminate, or cause to be
published or disseminated by radio
broadcast, or in any newspaper, periodi-
cal, or other publication, or by any sign
or outdoor advertisement, or any other
printed or graphic matter any advertise-
ment of malt beverages if such advertise-
ment is in, or is calculated to induce sales
in interstate or foreign commerce, or is
disseminated by mail, unless such adver-
tisement is in conformity with §§ 7.50-
7.54: Provided, That § § 7.50-7.54 shall not
apply to outdoor advertising in place on
June 18, 1935, but shall apply upon re-
placement, restoration, or renovation of
any such advertising: And provided fur-
ther, That §§ 7.50-7.54 shall apply to ad-
vertisements of malt beverages intended
to be sold or shipped or delivered for
shipment, or otherwise introduced into or
received in any State from any place
outside thereof, only to the extent that
the laws of such State impose similar
requirements with respect to advertise-
ments of malt beverages manufactured
and sold or otherwise disposed of in such
State: And provided further, That
§§ 7.50-7.54 shall not apply to the pub-
lisher of any newspaper, periodical, or

4Copies of Form 1647 may be obtained
from the district supervisors of the Alcohol
Tax Unit.
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other publication, or radio broadcaster,
unless such publisher or radio broad-
caster is engaged in business as a brewer,
wholesaler, bottler, or importer, of malt
beverages, directly or indirectly, or
through an affiliate.

§ 7.51 Definitions. As used in §§ 7.50-
7.54 the term "advertisement" includes
any advertisement of malt beverages
through the medium of radio broadcast;
or of newspapers, periodicals, or other
publications; or of any sign or outdoor
advertisement; or of any other printed or
graphic matter, including trade booklets,
menus, and wine cards, if such advertise-
ment is in, or is calculated to induce sales
in, interstate or foreign commerce; or is
disseminated by mail; except that such
term shall not include:

(a) Any label affixed to any container
of malt beverages; or any coverings, car-
tons or cases of containers of malt bev-
erages used for sale at retail, or any writ-
ten, printed, graphic, or other matter
accompanying the container which con-
stitutes a part of the labeling under
§ § 7.20-7.29.

(b) Any editorial or other reading
matter in any periodical or publication
or newspaper for the publication of which
no money or other valuable consideration
is paid or promised, directly or indirectly,
by any person engaged in business as a
brewer, wholesaler, or importer, of malt
beverages.

§ 7.52 Mandatory statements-(a)
Responsible advertiser. The advertise-
ment shall state the name and address
of the brewer, bottler, packer, wholesaler,
or importer responsible for its publica-
tion or broadcast. Street number and
name may be omitted in the address.

(b) Class. The advertisement shall
contain a conspicuous statement of the
class to which the product belongs, corre-
sponding to the statement of class which
is required to appear on the label of the
product.

§ 7.53 Legibility of requirements.
Statements required under §§ 7.50-7.54
to appear in any written, printed, or
graphic advertisement shall be in letter-
ing or type of a size sufficient to render
them both conspicuous and readily
legible.

NOTE: On June 5, 1939, the former Federal
Alcohol Administrator issued a circular let-
ter, appearing at 4 F. R. 2305, which set forth
certain guiding principles to be followed in
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determining whether information was so
stated in advertisements as to be "both con-
spicuous and readily. legible."

§ 7.54 Prohibited statements-(a)
General prohibition. An advertisement
of malt beverages shall not contain:

(1) Any statement that is false or mis-
leading in any material particular.

(2) Any statement that Is disparaging
of a competitor's products.

(3) Any statement, design, device, or
representation which is obscene or In-
decent.

(4) Any statement, design, device, or
representation of or relating to analyses,
standards, or tests, irrespective of falsity,
which the Deputy Commissioner finds to
be likely to mislead the consumer.

(5) Any statement, design, device, or
representation of or relating to any guar-
anty, irrespective of falsity, which the
Deputy Commissioner finds to be likely
to mislead the consumer.

(6) Any statement that the malt bev-
erages are brewed, made, bottled, packed,
labeled, or sold under, or in accordance
with, any municipal, State, or Federal
authorization, law, or regulation; and if
a municipal or State permit number is
stated, the permit number shall not be
accompanied by any additional state-
ment relating thereto.

(7) The words "bonded", "bottled in
bond", "aged in bond", "bonded age",
"bottled under customs supervision", or
phrases containing these or synony-
mous terms which imply governmental
supervision over production, bottling, or
packing.

(b) Statements inconsistent with lab-
eling. The advertisement shall not con-
tain any statement concerning a brand
or lot of malt beverages that Is incon-
sistent with any statement on the label-
ing thereof.

(c) Alcoholic content. The advertise-
ment shall not contain any statement of
alcoholic content, or any statement of the
percentage and quantity of the original
extract, or any numerals, letters, char-
acters, or figures, likely to be considered
as designations of alcoholic content.

(d) Class. (1) No product containing
less than one-half of 1 per centum of
alcohol by volume shall be designated in
any advertisement as "beer", "lager
beer", "lager", "ale", "porter", or "stout",
or by any other class or type designation

commonly applied to fermented malt
beverages containing one-half of 1 per
centum or more of alcohol by volume.

(2) No product other than a malt bev-
erage fermented at comparatively high
temperature, possessing the character-
Istics generally attributed to "ale," "por-
ter," or "stout" and produced without
the use of coloring or flavoring materials
(other than those recognized in standard
brewing practices) shall be designated in
any advertisement by any of these class
designations.

(e) Curative and therapeutic effects.
The advertisement shall not contain any
statement, design, or device represent-
ing that the use of any malt beverage
has curative or therapeutic effects, If
such statement is untrue in any particu-
lar, or tends to create a misleading Im-
pression.

(f) Confusion of brands. Two or
more different brands or lots of malt
beverages shall not be advertised in one
advertisement (or in two or more adver-
tisements in one issue of a periodical or
a newspaper or in one piece of other
written, printed, or graphic matter) if
the advertisement tends to create the
impression that representations made as
to one brand or lot apply to the other or
others, and if as to such latter the rep-
resentations contravene any provision
of §§ 7.50-7.54 or are in any respect
untrue.

(g) Flags, seals, coats of arms, crests,
and other insignia. No advertisement
shall contain any statement, design, de-
vice, or pictorial representation of or
relating to, or capable of being construed
as relating to the armed forces of the
United States, or of the American flag,
or of any emblem, seal, insignia, or deco-
ration associated with such flag or armed
forces; nor shall any advertisement con-
tain any statement, device, design, or
pictorial representation of or concerning
any flag, seal, coat of arms, crest, or
other insignia, likely to mislead the con-
sumer to believe that the product has
been endorsed, made, or used by, or pro-
duced for, or under the supervision of, or
in accordance with the specifications of
the government, organization, family, or
individual with whom such flag, seal,
coat of arms, crest, or insignia is asso-
ciated.
[Regs. No. 7, 1 V. R. 2315, as amended by
Amdt. 1, 3 F. R. 1515, Treasury Order 30, 5
P. R. 2212, T. D. 5051, 6 V. R. 2874]
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GENERAL PROVISIONS

§ 7.60 Exports. This part shall not
apply to malt beverages exported in
bond.

Part 8-Credit Period To Be Ex-
tended to Retailers of Alcoholic
Beverages

See.
8.1 Statutory provision.
8.2 Circumstances in which extension pro-

hibited.
8.3 Calculation of period.

AuHoRrry: H§ 8.1 to 8.3 issued under 53
Stat. 375; 26 U. S. C. 3176. Interpret or apply
sec. 5, 49 Stat. 981, as amended; 27 U. S. C.
205.

SouRcE: §§ 8.1 to 8.3 contained in Regula-
tions No. 8, 3 F. R. 2809.

Nom: The former Federal Alcohol Admin-
istrator issued a digest of interpretations of
the regulations in this part, May 5, 1939,
4 F. R. 1950.

§ 8.1 Statutory provision. Pursuant
to clause 6, subsection (b), section 5,
Federal Alcohol Administration Act, the
credit period usual and customary to the
industry is hereby ascertained to be
thirty days from date of delivery in the
case of all sales of distilled spirits, wine,
and malt beverages.

§ 8.2 Circumstances in which exten-
sion prohibited. The extension of credit
to a retailer, by any person engaged in

business as a distiller, brewer, rectifier,
blender, or other producer, or as an im-
porter or wholesaler, of distilled spirits,
wine, or malt beverages, or as a bottler,
or warehouseman and bottler, of dis-
tilled spirits, for a period of time in ex-
cess of thirty days from date of delivery,
is prohibited when the extension of such
credit induces any retailer engaged in
the sale of distilled spirits, wine, or malt
beverages to purchase any such prod-
ucts from such person to the exclusion
in whole or in part of distilled spirits,
wine, or malt beverages sold or offered
for sale by other persons in interstate or
foreign commerce, if such inducement is
made in the course of interstate or for-
eign commerce, or if such person en-
gages in the practice of using such means
to such an extent as to substantially re-
strict or prevent transactions in inter-
state or foreign commerce in any such
products, or if the direct effect of such
inducement is to prevent, deter, hinder
or restrict other persons from selling or
offering for sale any such products to
such retailer in interstate or foreign
commerce.

§ 8.3 Calculation of period. For the
purpose of the regulations in this part,
the period of credit shall be calculated
as the time elapsing between the date of
delivery of the merchandise and the date
of full legal discharge of the retailer,
through the payment of cash or its
equivalent, from all indebtedness aris-
ing from the transaction.
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A
Admissions, dues, etc.; excise tax regulations. See Internal Revenue Bureau.
Air conditioning units and components; excise tax regulations. See Internal Rev-

enue Bureau.
Aircraft transporting contraband articles (firearms, narcotics), seizure of; admin-

istrative provisions respecting. See Internal Revenue Bureau.
Alien property vested in Attorney General, taxation under Trading with Enemy Act;

administrative provisions respecting. See Internal Revenue Bureau.
Ammunition for firearms; excise tax regulations. See Internal Revenue Bureau.
Appliances, electric, gas and oil; excise tax regulations. See Internal Revenue

Bureau.
Armed forces, members of, postponement by reason of war of time for performing

acts affecting Federal tax liabilities; administrative provisions respecting. See
Internal Revenue Bureau.

Athletic goods; excise tax regulations. See Internal Revenue Bureau.
Automobiles, trucks, etc.; excise tax regulations. See Internal Revenue Bureau.

B
Banks:

Assessment and collection of taxes from Insolvent banks, where collection would
diminish assets necessary for payment of depositors; administrative provi-
sions respecting. See Internal Revenue Bureau.

Circulation (notes and checks) of banks other than national banks; excise tax
regulations. See Internal Revenue Bureau.

Billiard and pool tables; excise tax regulations. See Internal Revenue Bureau.
Binoculars; excise tax regulations. See Internal Revenue Bureau.
Bowling alleys; excise tax regulations. See Internal Revenue Bureau.
Business, store, and office machines; excise tax regulations. See .Internal Revenue

Bpreau.
Butter, adulterated, processed or renovated; excise tax regulations. See Internal

Revenue Bureau.

C
Cable communication; excise tax regulations. See Internal Revenue Bureau.
California Debris Commission; tax imposed by act of March 1, 1893, authorizing

Commission to prescribe rates of tax, etc., on debris from hydraulic mining
in California, 26 §§ 317.2-317.8

Collection of tax; procedure, 26 §§ 601.56-601.62
Cameras, etc.; excise tax regulations. See Internal Revenue Bureau.
Carriers' Taxing Act of 1937, employers' tax, employees' tax, and employee repre-

sentatives' tax under; employment tax regulations. See Internal Revenue
Bureau.

Carry-back adjustments, extensions of time for payment of taxes by corporations
expecting; administrative provisions respecting. See Internal Revenue Bureau.

Cartridges, ammunition for firearms; excise tax regulations. See Internal Revenue
Bureau.

Cheese, filled; excise tax regulations. See Internal Revenue Bureau.
China Trade Act corporations, postponement of due dates for tax on income or

capital stock; administrative provisions respecting. See Internal Revenue
Bureau.

Cigars and cigarettes; excise tax regulations. See Internal Revenue Bureau.
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Circulation (notes and checks) of banks other than national banks; excise tax regu-
lations. See Internal Revenue Bureau.

Claims, for payment of judgments against United States (representing taxes, pen-
alties, etc.); administrative provisions respecting. See Internal Revenue Bu-
reau.

Clocks and watches; excise tax regulations. See Internal Revenue Bureau.
Closing agreements relating to internal revenue tax liabilities; administrative pro-

visions respecting. See Internal Revenue Bureau.
Coin-operated amusement and gaming devices; excise tax regulations. See Internal

Revenue Bureau.
Collection of taxes:

Excise taxes, collection of. See Internal Revenue Bureau.
Income taxes, collection at source on wages. See Internal Revenue Bureau.

Commerce Department:
Inspection of income, profits, and capital stock tax returns; regulations of

Internal Revenue Bureau respecting, 26 § 458.300
Communication services, telephone, telegraph, radio, and cable; excise tax regula-

tions. See Internal Revenue Bureau.
Contraband firearms and narcotics, seizure of vessels, vehicles and aircraft trans-

porting; administrative provisions respecting. See Internal Revenue Bureau.
Corporations:

Carry-back adjustments, extensions of time for payment of taxes by corpora-
tions expecting; administrative provisions respecting. See Internal Rev-
enue Bureau.

Inspection of tax returns of; administrative provisions respecting. See Internal
Revenue Bureau.

Period of limitation in case of related income tax; administrative provisions
respecting. See Internal Revenue Bureau.

Postponement by reason of war of time for performing acts affecting Federal
tax liabilities; administrative provisions respecting. See Internal Revenue
Bureau.

Customs procedure, in connection with exportation of certain articles without pay-
ment of excise tax; administrative provisions respecting. See Internal Revenue
Bureau.

D
Distilled spirits, etc.:

Intoxicating liquors; regulations administered by Alcohol Tax Unit. See
Internal Revenue Bureau.

Restamping regulations; administrative provisions respecting. See Internal
Revenue Bureau.

Distraint proceedings, sale or resale of personal property obtained by Government
under; administrative provisions respecting. See Internal Revenue Bureau.

Drawback of excise tax on certain exports; administrative provisions respecting.
See Internal Revenue Bureau.

Dues, initiation fees, etc.; excise tax regulations. See Internal Revenue Bureau.

E•

Electric appliances, electric light bulbs and tubes; 'excise tax regulations. See In-
ternal Revenue Bureau.

Electrical energy; excise tax regulations. See Internal Revenue Bureau.
Employment tax regulations. See Internal Revenue Bureau.
Estate and gift tax, regulations respecting. See Internal Revenue Bureau.
Estates, postponement for, by reason of war, of time for performing acts affecting

Federal tax liabilities; administrative provisions respecting. See Internal Rev-
enue Bureau.

Excise tax regulations. See Internal Revenue Bureau.
Exportation, without payment of excise tax, of tobacco manufactures,. oleomar-

garine, adulterated butter, mixed flour, playing cards, and stills; administrative
provisions respecting. See Internal Revenue Bureau.

Extraordinary. circumstances, postponement by reason of war of time for perform-
ing acts affecting Federal tax liabilities of individuals in; administrative pro-
visions respecting. See Internal Revenue Bureau.

Page 546



Index

F
Federal Insurance Contributions Act, employees' tax and employers' tax under; em-

ployment tax regulations. See Internal Revenue Bureau.

Federal Security Agency:
Inspection of statistical transcript cards prepared from individual incometax

returns; regulations of Internal Revenue Bureau, 26 § 458.301

Federal Trade Commission:
Inspection of tax returns of corporations; regulations of Internal Revenue

Bureau, 26 § 458.303
Federal Unemployment Tax Act, excise tax on employers under; employment tax

regulations. See Internal Revenue Bureau.
Field glasses; excise tax regulations. See Internal Revenue Bureau.
Film (still or motion picture), unexposed; excise tax regulations. See Internal Rev-

enue Bureau.
Firearms:

Contraband, seizure of vessels, vehicles and aircraft transporting; adminis-
trative provisions respecting. See Internal Revenue Bureau.

Excise tax regulations. See Internal Revenue Bureau.
Flour, mixed, exportation without payment of tax; administrative provisions re-

specting. See Internal Revenue Bureau.
Furs; excise tax regulations. See Internal Revenue Bureau.

G
Gaming devices, coin-operated; excise tax regulations. See Internal Revenue Bu-

reau.
Gas appliances; excise tax regulations. See Internal Revenue Bureau.
Gasoline; excise tax regulations. See Internal Revenue Bureau.
Gold or silver flatware or hollow ware; excise tax regulations. See Internal Revenue

Bureau.
H

Husband and wife, postponement for, by reason of war, of time for performing
acts affecting Federal tax liabilities; administrative provisions respecting. See
Internal Revenue Bureau.

Hydraulic mining in California; tax on debris. See California Debris Commission.

I
Importation of domestic articles (previously exported without payment of excise

tax); administrative provisions respecting. See Internal Revenue Bureau.
Income and excess profits taxes; regulations respecting. See Internal Revenue

Bureau.
Information leading to detection of persons violating internal revenue laws, re-

wards for; regulations respecting. See Internal Revenue Bureau.
Inner tubes; excise tax regulations. See Internal Revenue Bureau.
Insolvent banks and trust companies, assessment and collection of taxes of, where

collection would diminish assets necessary for payment of depositors; admin-
istrative provisions respecting. See Internal Revenue Bureau.

Inspection of tax returns; administrative provisions respecting. See Internal Reve-
nue Bureau.

Internal Revenue Bureau:
Administrative provisions common to various taxes:

Agreements, closing. See Closing agreements.
Aircraft transporting contraband articles, seizure of. See Seizure of vessels,

vehicles, and aircraft.
Alien property vested in Attorney General, taxation of. See Trading with

the Enemy Act.
Armed forces, members of; postponement by reason of war of time for

performing acts affecting Federal tax liailities. See Postponement.
Assessment and collection of taxes of insolvent banks. See Insolvent banks.
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Internal Revenue Bureau-Continued
Administrative provisions common to various taxes--Continued

Banks, insolvent; assessment and collection of taxes of. See Insolvent banks
and trust companies.

Butter, adulterated; exportation without payment of tax. See Exportation
without payment of tax.

Carry-back adjustments; extensions of time for payment of taxes by corpo-
rations expecting carry-backs and tentative carry-back adjust-
ments, 26 §§ 474.1-474.13

Allowance of adjustments, 26 § 474.12
Amount of tax time for payment of which may be extended, 26 § 474.3
Assessment of erroneous allowances, 26 § 474.13
Computation of increase or decrease in prior years' taxes affected by

carry-back, 26 § 474.11
Interest, 26 § 474.9
Payments:

Payment of remainder of tax where extension relates to only part
of tax, 26 § 474.4

Payments on termination, 26 § 474.8
Period of extension, 26 § 474.5
Statements:

Contents of, 26 § 474.2
Revised statements, 26 § 474.6

Tentative carry-back adjustments, 26 § 474.10
Termination by Commissioner, 26 § 474.7

Cheese, filled; withdrawal from factories, free of tax, for use of United
States. See Withdrawal.

China Trade Act corporations; postponement of due dates for tax on
income or capital stock. See Postponement.

Cigars and cigarettes. See Tobacco and tobacco manufactures.
Claims for payment of judgments against United States, representing taxes,

penalties, etc., 26 § 459.1
Closing agreements under section 606 of Revenue Act of 1928, as amended,

relating to tax liability, 26 § 462.1
Procedures and forms, 26 § 601.4

Contraband firearms and narcotics; seizure of vessels, vehicles, and aircraft
transporting. See Seizure of vessels, vehicles, and aircraft.

Corporations:
Carry-back adjustments, extensions of time for payment of taxes by

corporations expecting. See Carry-back adjustments.
Period of limitation, in case of related income taxes. See Limitations.
Postponement, by reason of war, of time for performing acts affecting

Federal tax liability. See Postponement.
Distilled spirits, fermented liquors, etc.; restamping regulations. See Re-

stamping cases.
Distraint proceedings; sale or resale of personal property obtained by Gov-

ernment under, 26 §§ 454.1, 454.2
Drawback of tax on certain exports. See Exportation without payment of

tax.
Estates; postponement, by reason of war, of time for performing acts af-

. fecting Federal tax liability. See Postponement.
Exportation without payment of tax, etc., of tobacco manufactures, oleo-

margarine, adulterated butter, mixed flour, and playing cards, and
stills, 26 §§ 451.1-451.58

Customs procedure at ports of exportation; inspection and lading,
certificate, etc., 26 §§ 451.11-451.16

Drawback of tax; procedure, etc.:
Stills, 26 §§ 451.32-451.35
Tobacco and manufactures (snuff, cigars, and cigarettes), 26

§§ 451.17-451.31
General provisions; bonds, packing and marking, inspections and re-

ports, etc., 26 §§ 451.1-451.1a
Reimportation of domestic articles (tobacco manufactures, oleomar-

garine, adulterated butter, etc.) ; identification, affidavits, etc., 26
§§ 451.36-451.38
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Internal Revenue Bureau-Continued
Administrative provisions common to various taxes-Continued

Exportation without payment of tax, etc., of tobacco manufactures, oleo-
margarine, adulterated butter, mixed flour, and playing cards, and
stills, 26 §§ 451.1-451.58--Continued

Warehouses, bonded internal revenue tobacco export; operation, re-
ceipts, withdrawals, etc., 26 §§ 451.40-451.58

Extraordinary circumstances; postponement by reason of war of time for
performing acts affecting Federal tax liability of individuals in extraor-
dinary circumstances. See Postponement.

Firearms, contraband; seizure, custody and disposition of vessels, vehicles,
and aircraft transporting, 26 §§ 466.1-466.3, 468.1-468.16

Flour, mixed; exportation without payment of tax. See Exportation with-
out payment of tax.

Husband and wife; postponement, by reason of war, of time for performing
acts affecting Federal tax liability. See Postponement.

Imports; reimportation of domestic articles (certain articles exported with-
out payment of tax). See Exportation without payment of tax.

Information leading to detection and punishment of persons violating
internal revenue laws, rewards for, 26 § 455. 1

Insolvent banks and trust companies; assessment and collection of taxes
of, where collection would diminish assets necessary for payment
of depositors, 26 §§ 464.1-464.13

Abatement or refund of assessment or collection, 26 § 464.8
Assets, collection of tax from:

Segregated or transferred, 26 § 464.5
Unsegregated assets, 26 § 464.6

Collection.of tax under termination of immunity, 26 § 464.12
Earnings, 26 § 464.7
Immunity:

Establishment of, 26 § 464.9
Procedure during, 26 § 464.10
Termination of, 26 § 464.11

Collection of tax upon termination, 26 § 464.12
Social Security taxes, 26 § 464.13

Inspection of returns (income, excess profits, capital stock, employment,
estate, gift, and excise tax returns), 26 Part 458

Inspection by Government agencies under special Executive orders:
Commerce Department; inspection of income, profits, and capital

stock tax returns, 26 § 458.300
Federal Security Agency; inspection of statistical transcript punch

cards prepared from individual income tax returns, 26 § 458.301
Federal Trade Commission; inspection of Income, profits and capi-

tal stock tax returns of corporations, 26 § 458.303
War Contracts Price Adjustment Board; inspection of income,

excess profits and declared value excess-profits tax returns, 26
§ 458.302

Inspection under regulations of general application:
Capital stock tax returns. See Income, profits, capital stock and

employment tax returns.
Employment tax returns. See Income, profits, capital stock and

employment tax returns.
Estate and gift tax returns:

See also General provisions, below.
Filed after June 16, 1933, under Revenue Act of 1932, 26

§§ 458.20-458.24
General provisions applicable to, 26 § § 458.30-458.38

Filed on or before June 16, 1933, 26 §§ 458.100-458.106
Filed under Internal Revenue Code, 26 §§ 458.58-458.71

General provisions applicable to, 26 §§ 458.63-458.71
Excise tax returns:

See also General provisions, below.
Inspection, 26 §§ 458.120, 458.121
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Internal Revenue Bureau-Continued
Administrative provisions common to various taxes-Continued

Inspection of returns (income, excess profits, capital stock, employment,
estate, gift, and excise tax returns), 26 Part 458-Continued

Inspection under regulations of general application-Continued
General provisions:

Furnishing of copies of returns, 26 § 458.111
Supplemental documents, records, reports, 26 § 458.112
Use of returns in litigation, 26 § 458.110

Income, profits, capital stock and employment tax returns:
See also General provisions, above.
Inspection of returns under Internal Revenue Code, 26

§§ 458.50-458.57, 458.63-458.71
General provisions applicable to, 26 §§ 458.63-458.71
Various returns:

Corporations, 26 § 458.57
Estates, 26 § 458.55
Husband and wife, joint returns, 26 § 458.53
Individual, 26 § 458.52Partnership, 26 § 458.54
Trusts, 26 § 458.56

Inspection of returns under Revenue Acts, National Industrial
Recovery Act, and Social Security Act, 26 §§ 458.1-
458.10, 458.30-458.38

Definitions, 26 § 458.1-458.4
General provisions, 26 §§ 458.30-458.38
Various returns:

Corporations, 26. § 458.10
Estates, 26 § 458.8
Husband and wife, Joint return's, 26 § 458.6
Individual, 26 § 458.5
Partnership, 26 88 458.3-458.7
Trusts, 26 § 458.9

Use of original returns and furnishing of copies of returns open
to inspection by order of President or under authority
of law:

Income and excess-profits tax returns, capital stock tax
returns, and returns under Title IX of Social
Security Act, 26 §§ 458.80-458.84

Penalties for disclosure of returns, 26 § 458.84
Shareholders of corporations, examination of returns

by, 26 § 458.83
State officers, access to returns by, 26 § 458.82

Returns under Title III of Revenue Act of 1936:
Shareholders of corporations, examination of returns

by, 26 § 458.91
State taxing officials, inspection of returns by, 26

§ 458.90
Use of originals and furnishing of copies of certain returns open to

inspection under order of President or under authority of law
(income returns including personal. holding company and un-
just enrichment returns, excess profits returns, capital stock
returns, and returns of employment tax on employers), 26
§§ 458.200-458.209

Copies, furnishing of, 26 § 458.205
Corporation returns; special provisions respecting inspection by

shareholders and certain State officials, 26 §§ 458.201-458.203
Litigation, use of returns in, 26 § 458.204
Penalties for disclosure of returns, 26 § 458.207

Judgments against United States, representing taxes, penalties, etc.; claims
for payment of, 26 § 459.1

Liability of taxpayers:
Closing agreements relating to, 26 § 462.1
Postponement, by reason of war, of time for performing acts affecting.

See Postponement.
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Liens, Federal tax, release of; conditions precedent to and issuance of cer-
tificates of release, certificates of discharge, etc., 26 §H 453.1-453.8

Limitations, period of, in case of related income taxes; types of adjustments
permissible, ascertainment of amount of increase or decrease, applica-
tion to affiliated groups, etc., 26 §§ 473.1-473.7

Liquors, fermented; restamping regulations. See Restamping cases.
Motor vehicles transporting contraband articles (firearms, narcotics);

seizure of. See Seizure of vessels, vehicles, and aircraft.
Narcotics, contraband; seizure, custody and disposition of vessels, vehicles,

and aircraft transporting, 26 §§ 466.1-466.3
Notes, Treasury. See Treasury notes.
Oleomargarine:

Exportation without payment of tax. See Exportation without pay-
ment of tax.

Restamping regulations. See Restamping cases.
Withdrawal from factories, free of tax, for use of United States. See

Withdrawal.
Period of limitations. See Limitations.
Personal property obtained by Government under distraint proceedings, sale

or resale of, 26 §§ 454.1, 454.2
Playing cards:

Exportation without payment of tax. See Exportation without pay-
ment of tax.

Withdrawal from factories, free of tax, for use of United States. See
Withdrawal.

Postponement, by reason of war, of time for performing acts affecting Fed-
eral tax liabilities; regulations under section 3804 of Internal Rev-
enue Code, 26 H9 472.0-472.904

Armed forces, members of; returns and tax, 26 §§ 472.201-472.203,
472.301, 472.401-472.405

China Trade Act corporations; due dates for tax on income or capital
stock, 26 § 472.806

Corporations, trusts, and estates; period of time disregarded, interest
payable by certain foreign corporations, inspection of determina-
tions made by Commissioner, etc., 26 §§ 472.801-472.806

Estates. See Corporations, trusts, and estates,
Extraordinary circumstances; tax on individuals or class of individuals,

26 §§ 472.901-472.904
General provisions; acts postponed, computation of time, of credit or

refund, notices to Commissioner, etc., 26 §§ 472.0, 472.1, 472.101-
472.107

Husband and wife; joint returns, etc.:
Where neither is member of armed forces, 26 §§ 472.601, 472.701-

472.705
Where one is member of armed forces, 26 §§ 472.301, 472.401-472.405

Individuals other than members of armed forces; returns, tax, etc.,
26 §§ 472.501-472.503, 472.601, 472.701-472.705, 472.901-472.904

Trusts. See Corporations, trusts, and estates.
Related income taxes; period of limitation on. See Limitations.
Restamping cases; inspection, procedure, authorization, etc., for restamping

packages of tobacco and products, distilled spirits, wines, and fermented
liquors, and oleomargarine, 26 § § 457.1-457.21

Returns:
Inspection of. See Inspection of returns.
Postponement, by reason of war, of time for making certain returns of

members of armed forces, husband and wife, etc. See Postpone-
ment.

Rewards for information leading to detection and punishment of persons
violating internal revenue laws, 26 § 455.1

Sale or resale of personal property obtained by Government under distraint
proceedings:

Resale, 26 § 454.2
Sale, 26 § 454.1
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Seizure of vessels, vehicles, and aircraft transporting contraband articles;
seizure, custody, disposition, etc.:

Firearms, 26 §§ 466.1-466.3, 468.1-468.16
Narcotics, etc., 26 §§ 466.1-466.3

Snuff. See Tobacco and tobacco manufactures.
Stills; drawback of tax on stills exported. See under Exportation without

payment of tax.
Tax liability:

Closing agreements relating to, 26 § 462.1
Postponement, by reason of war, of time for performing acts affecting.

See Postponement.
Tax liens. See Liens.
Tax returns, inspection of. See Inspection of returns.
Tobacco and tobacco manufactures:

Exportation without payment of tax. See Exportation without pay-
ment of tax.

Restamping regulations. See Restamping cases.
Withdrawal from factories, free of tax, for use of United States. See

Withdrawal.
Trading with Enemy Act, taxes under, on alien property vested in Attorney

General on and after December 18, 1941; computation of tax, payment,
penalties, claims for refund or credit, etc., 26 §§ 452.21-452.27

Treasury notes; acceptance of, in payment of income, estate, and gift taxes,
26 §§ 471.1, 471.2

Trust companies:
Insolvent; assessment and collection of taxes of. See Insolvent banks

and trust companies.
Postponement, by reason of war, of time for performing acts affecting

Federal tax liabilities. See Postponement.
Vessels or vehicles transporting contraband articles, seizure of. See Seizure

of vessels, vehicles, and aircraft.
Violations of internal revenue law; rewards for information leading to de-

tection and punishment of persons violating internal revenue law, 26
§ 455.1

War (World War II); postponement by reason of, of time for performing
certain acts relating to Federal tax liability. See Postponement.

Warehouses, bonded internal revenue tobacco export; operation, receipts,
withdrawals, etc., 26 §§ 451.40-451.58

Wines, liquors, etc.; restamping regulations. See Restamping cases.
Withdrawal from factories free of tax, for use of United States, of oleomar-

garine, filled cheese, playing cards, tobacco, snuff, cigars, and cigarettes;
bond, permit, records and reports, etc., 26 § § 450.0-450.8

Alcohol Tax Unit:
Procedure. See Records and procedure.
Regulations administered by. See Liquors.

Alien property vested in Attorney General, taxation of, under Trading with'
Enemy Act; administrative provisions respecting. See Administrative pro-
visions common to various taxes.

Armed forces, members of, postponement by reason of war of time for performing
acts affecting Federal tax liabilities; administrative provisions respecting.
See Administrative provisions common to various taxes.

Banks:
Circulation (notes and checks) of banks other than national banks; collec-

tion of taxes. See Excise tax regulations.
Insolvent; administrative provisions respecting assessment and collection

of taxes, where collection would diminish assets necessary for payment
of depositors. See Administrative provisions common to various taxes.

Carriers Taxing Act of 1937; employers' tax, employees' tax, and employee rep-
resentatives' tax under. See Employment tax regulations.

Carry-backs; extensions of time for payment of taxes by corporations expecting
carry-backs and tentative carry-back adjustments, administrative provi-
sions respecting. See Administrative provisions common to various taxes.
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Claims for payment of judgments against United States; administrative provi-

sions respecting. See Administrative provisions common to various taxes.
Closing agreements:

Administrative provisions respecting. See Administrative provisions com-
mon to various taxes.

Procedure respecting. See Records and procedure.
Collection of income tax at source on wages. See Employment tax regulations.
Contraband firearms and narcotics, seizure of vessels, vehicles or aircraft trans-

porting; administrative provisions respecting. See Administrative provi-
sons common to various taxes.

Corporations; administrative provisions respecting carry-back adjustments,
postponement by reason of war of time for performing certain acts, etc.
See Administrative provisions common to various taxes.

Distilled spirits. See Liquors, distilled spirits, etc.
Distraint proceedings; administrative provisions respecting sale of personal

property obtained by Government under. See Administrative provisions
common to various taxes.

Drawback of tax on certain exports; administrative provisions respecting. See
Administrative provisions common to various taxes.

Employment tax regulations:
Carriers Taxing Act 1937; employers' tax, employees' tax, and employee

representatives' tax under, 26 §§ 410.1-410.806
Adjustments, of employees' tax and employers' tax, 26 §§ 410.601-

410.603
Assessments:

Jeopardy assessments, 26 § 410.802
Penalty for failure to pay, 26 § 410.804
Underpayments, assessment and collection of, 26 § 410.801

Credits and refunds, 26 §§ 410.701-410.707
Definitions; employees, employers, compensation, etc., 26 §§ 410.1-410.8
Employee representatives' tax:

See also Miscellaneous provisions.
Credits and refunds. See Credits and refunds.
Measure of, rates, and computation of tax, 26 §§ 410.401, 410.402

Employees' tax:
See also Miscellaneous provisions.
Adjustment of, 26 §§ 410.601, 410.602
Collection of, 26 § 410.203
Credits and refunds. See Credits and refunds.
Liability for, 26 § 410.203
Measure of, 26 § 410.201
Rates and computation of, 26 § 410.202

Employers' tax:
See also Miscellaneous provisions.
Adjustments, 26 §§ 410.601, 410.603
Credits and refunds. See Credits and refunds.
Measure of, 26 § 410.301
Rates and computation of, 26 § 410.302

Interest on unpaid tax, 26 § 410.803
Miscellaneous provisions; assessments, interest, penalties, records, 26

§§ 410.801-410.806
Assessments:

Jeopardy assessments, 26 § 410.802
Penalty for failure to pay, 26 § 410.804
Underpayments, assessment and collection of, 26 § 410.801

Interest on unpaid tax, 26 § 410.803
Penalties:

For delinquent or false returns, 26 § 410.805
For failure to pay assessment, 26 § 410.804

Records, 26 § 410.806
Underpayments, assessments and collection of, 26 § § 410.801, 410.802

Payment of tax, 26 §§ 410.506, 410.507
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Carriers Taxing Act 1937; employers' tax, employees' tax, and employee
representatives' tax under, 26 §§ 410.1-410.806--Continued

Penalties:
For delinquent or false returns, 26 § 410.805
For failure to pay assessment, 26 § 410.804

Records, 26 § 410.806
Refunds and credits, 26 §§ 410.701-410.707
Returns and payment of tax, 26 §§ 410.501-410.507
Underpayments, assessment and collection of, 26 §§ 410.801, 410.802

Collection of income tax at source on wages, on or after January 1, 1945,
26 §§ 405.1-405.805

Additions to tax:
For delinquent or false returns, 26 § 405.804
For failure to pay assessment, 26 § 405.803
Minimum addition, 26 § 405.805

Adjustments, quarterly, 26 § 405.701
Assessments:

Failure to pay; additions to tax, 26 §§ 405.803, 405.805
Jeopardy assessments, 26 § 405.801

Credit:
For overpayment, 26 § 405.702
For tax withheld, 26 § 405.401

Definitions; wages, exclusions, exemptions, etc., 26 §§ 405.1, 405.101-
405.107

Determination of tax; withholding exemptions, included and excluded
wages, etc., 26 H9 405.201-405.212

Interest on unpaid tax, 26 § 405.802
Liability for tax, 26 § 405.301
Miscellaneous provisions; assessments, interest, etc., 26 H 405.801-

405.805
Additions to tax:

For delinquent or false returns, 26 § 405.804
For failure to pay assessment, 26 § 405.803
Minimum addition, 26 § 405.805

Interest on unpaid tax, 26 § 405.802
Jeopardy assessments, 26 § 405.801

Payment of tax, 26 §§ 405.601, 405.605
Receipts for withheld tax, 26 § 405.501
Refunds of overpayments, 26 § 405.702
Returns and payment of tax, 26 §§ 405.601-405.605

Employee representatives, tax on. See Carriers Taxing Act.
Employees, tax on. See Carriers Taxing Act; and Federal Insurance Con-

tributions Act.
Employers, tax on. See Carriers Taxing Act; Federal Insurance Contribu-

tions Act; and Federal Unemployment Tax Act.
Excise tax on employers. See Federal Unemployment Tax Act.
Federal Insurance Contributions Act; employees' tax and employers' tax

under, 26 §§ 402.1-402.804a
Additions to tax:

For delinquent or false returns, 26 § 402.804
For failure to pay assessment, 26 § 402.803

Adjustments, claims, and assessments, 26 88 402.701-402.707
Adjustments, 26 §§ 402.701-402.703
Assessment of underpayments, 26 § 402.707
Refunds or credits of overpayments, 26 §§ 402.704-402.706

Agents of employers, acts to be performed by, 26 § 402.804a
Assessments:

Failure to pay; addition to tax, 26 § 402.803
Jeopardy assessments, 26 § 402.801
Overpayments, abatement of, 26 § 402.704
Underpayments, assessment of, 26 § 402.707

Claims. See Adjustments, claims, and assessment.
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Federal Insurance Contributions Act; employees' tax and employers' tax
under, 26 §§ 402.1-402.804a--Continued

Definitions; included and excluded or excepted services, etc., 26
§§ 402.201-402.228

Employees' tax; measure, rates, etc., 26 §§ 402.301-402.306
Employers' tax; measure, rates, etc., 26 §§ 402.401-402.405
Identification of taxpayers; employees' account numbers and em-

ployers' identification numbers, 26 §§ 402.501-402.504
Interest on unpaid tax, accrual at 6% per annum, 26 § 402.802
Miscellaneous provisions, 26 §§ 402.801-402.804a

Additions to tax:
For delinquent or false returns, 26 § 402.804
For failure to pay assessment, 26 § 402.803

Agents of employers, acts to be performed by, 26 § 402.804a
Interest on unpaid tax, 26 § 402.802
Jeopardy assessments, 26 § 402.801

Numbers, identifying; employees' account numbers and employers'
identification numbers, 26 §§ 402.501-402.504

Overpayments. See Adjustments.
Payment of tax, 26 §§ 402.607, 402.608
Records, 26 § 402.609
Refunds or credits of overpayments, 26 §§ 402,704-402.706
Returns and payment of tax, and records, 26 §§ 402.601-402.609
Underpayments. See Adjustments.

Federal Unemployment Tax Act; excise tax under, on employers of eight
or more employees, 26 §§ 403.1-403.605

Additions to tax:
For delinquent or false returns, 26 § 403.605
For failure to pay assessment, 26 § 403.604

Assessments:
Failure to pay; addition to tax, 26 § 403.604
Jeopardy assessments, 26 § 403.601
Overassessments, abatement of, 26 § 403.602

Computation of tax, 26 §§ 403.301-403.304
Credits against tax for contributions paid, etc., 26 §§ 403.401-403.403
Definitions; included and excluded or excepted services, etc., 26

§§ 403.201-403.228
Interest on unpaid tax; accrual at 6% per annum, 26 § 403.603
Measure and computation of tax, 26 §§ 403.301-403.304
Miscellaneous provisions, 26 §§ 403.601-403.605

Abatement of overassessments, 26 § 403.602
Additions to tax:

For delinquent or false returns, 26 § 403.605
For failure to pay assessment, 26 § 403.604

Interest on unpaid tax, 26 § 403.603
Jeopardy assessments, 26 § 403.601
Refunds or credits of overpayments, 26 § 403.602

Payment of tax, 26 § 403.508-403.510
Records, 26 § 403.511
Returns and payment of tax, and records, 26 §§ 403.501-403.511

Procedures and forms. See under Records and procedure, below.
Withholding income tax at source on wages. See Collection of income tax

at source.
Estate and gift taxes:

Estates; postponement by reason of war of time for performing acts affecting
Federal tax liabilities, administrative provisions respecting. See Ad-
ministrative provisions common to various taxes.

Procedure for collecton, etc. See Records and procedure.
Tax Court rules of practice in proceedings involving deficiencies, overpay-

ments, etc. See main heading Tax Court of United States.
Excess Profits Tax Council; functions and procedure. See Records and pro-

cedure.
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Excess profits taxes. See Income and excess profits taxes.
Excise tax regulations:

Administrative provisions respecting excise tax on various articles. See
Administrative provisions common to various taxes, above.

Admissions, dues, etc.; collection of tax on, procedure, 26 §§ 601.56-601.62
Air-conditioning units and components; tax on sales by manufacturers.

See Manufacturers' sales.
Ammunition, for firearms. See Firearms.
Amusement devices, coin-operated. See Coin-operated amusement and

gaming devices.
Appliances, electric, gas, and oil; tax on sales by manufacturers. See

Manufacturers' sales.
Athletic goods; tax on sales by manufacturers. See Manufacturers' sales.
Automobiles, trucks, etc.; tax on sales by manufacturers. See Manu-facturers' sales.
Billiard and pool tables; special taxes with respect to, 26 §§ 323.1, 323.30-

323.32, 323.40-323.55
Binoculars; tax on sales by retailers. See Retailers' sales.
Bowling alleys; special taxes with respect to, 26 §§ 323.1, 323.30-323.32,

323.40-323.55
Business, store, and office machines; tax on sales by manufacturers. See

Manufacturers' sales.
Butter; adulterated, process or renovated:

Exportation of adulterated butter without payment of tax; administra-
tive provisions respecting. See Administrative provisions common
to various taxes.

Regulations respecting manufacturers, wholesale and retail dealers,
imports, exports, etc., 26 §§ 310.1, 310.100-310.134

Cable communications. See Communications services.
California Debris Commission, rates of tax prescribed by, on debris in con-

nection with hydraulic mining. See Mining, hydraulic, in California.
Cameras, etc.; tax on sales by manufacturers. See Manufacturers' sales.
Cartridges; ammunition for firearms. See Firearms.
Cheese, filled:

Regulations respecting manufacturers, wholesale and retail dealers,
etc., 26 §§ 301.1-301.38

Withdrawal from factories, free of tax, for use of United States; ad-
ministrative provisions respecting. See Administrative provisions
common to various taxes.

Cigars, cigarettes. See Tobacco and manufactures.
Circulation (notes and checks) of banks other than national banks; col-

lection of tax, procedure, 26 §§ 601.56-601.62
Clocks and watches; tax on sales by retailers. See Retailers' sales.
Coin-operated amusement and gaming devices; special taxes with respect

to, 26 §§ 323.1-323.22, 323.40-323.55
Collection of taxes by assessment or by revenue stamps; procedure respect-

ing. See Records and procedure.
Communications services; collection of tax on, procedure, 26 §§ 601.56-

601.62
Contraband articles (firearms, narcotics), seizure of vessels, vehicles or

aircraft transporting; administrative provisions respecting. See Ad-
ministrative provisions common to various taxes.

Debris from hydraulic mining in California; tax on. See Mining, hydraulic.
Drawback of tax on certain exports (tobacco manufactures, oleomargarine,

adulterated butter, mixed flour, playing cards, and stills); adminis-
trative provisions respecting. See Administrative provisions common
to various taxes.

Dues, initiation fees, etc.; collection of tax on, procedure, 26 §§ 601.56-601.62
Electric appliances; tax on sales by manufacturers. See Manufacturers'

sales.
Electric light bulbs and tubes; tax on sales by manufacturers. See Manu-

facturers' sales.
Electrical energy; tax on sales by manufacturers. See Manufacturers' sales.
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Exportation without payment of tar, etc., of tobacco manufactures, oleo-
margarine, adulterated butter, mixed flour, and playing cards, and
stills; administrative provisions respecting. See Administrative provi-
sions common to various taxes.

Field glasses; tax on sales by retailers. See Retailers' sales.
Film (still or motion picture), unexposed; tax on sales by manufacturers.

See Manufacturers' sales.
Firearms and ammunition:

Ammunition:
Licensing of manufacturers and dealers. See Licensing.
Manufacturers' sales tax on shells and cartridges. See Manufac-

turers' sales tax.
Contraband firearms, seizures of vessels, vehicles, and aircraft trans-

porting; administrative provisions respecting. See Administrative
provisions common to various taxes.

Firearms:
See also Pistols and revolvers.
Licensing of manufacturers and dealers. See Licensing.
Manufacturers' sales, tax on. See Manufacturers' sales.
Special taxes under National Firearms Act on machine guns and

other firearms (rifles, pistols, etc.) ; special taxes on importers,
manufacturers, and dealers, transfer tax, registration, identi-
fication, administrative provisions, etc., 26 §§ 319.1-319.49

Licensing under Federal Firearms Act of manufacturers of, and dealers
in, firearms or ammunition for pistols and revolvers; regulations
respecting licenses, records, exemptions, etc., 26 §§ 315.1-315.13

Machine guns. See Firearms.
Manufacturers' sales, of firearms and ammunition (shells and cart-

ridges); tax on, 26 §§ 316.1-316.29a, 316.80-316.82, 316.200-316.205
Pistols and revolvers:

Ammunition for:
Licensing of manufacturers and dealers. See Licensing.
Manufacturers' sales of. See Manufacturers' sales.

Licensing of manufacturers and dealers. See Licensing.
Sale of; administrative and general provisions, etc., 26 §§ 302.1-

302.23
Special taxes, etc., on, under National Firearms Act. See Firearms.

Revolvers. See Pistols and revolvers.
Rifles. See Firearms.

Flour, mixed, exportation without payment of tax; administrative provi-
sions respecting. See Administrative provisions common to various
taxes.

Furs; tax on sales by retailers. See Retailers' sales.
Gaming devices, coin-operated. See Coin-operated amusement and gaming

devices.
Gas appliances; tax on sales by manufacturers. See Manufacturers' sales.
Gasoline, tax on sale or use of; administrative and general provisions, ex-

emptions, etc., respecting, 26 §§ 314.1-314.35, 314.60-314.65
Gold or silver flatware or hollow ware; tax on sales by retailers. See Re-

tailers' sales.
Hydraulic mining in California; tax on debris. See Mining, hydraulic, in

California.
Inner tubes; tax on sales by manufacturers. See Manufacturers' sales.
Jewelry, etc.; tax on sales by retailers. See Retailers' sales.
Light bulbs and tubes, electric; tax on sales by manufacturers. See Manu-

facturers' sales.
Liquors, distilled spirits, etc.; restamping cases, administrative provisions re-

specting. See Administrative provisions common to various taxes.
Lubricating oils. See Oils.
Luggage; tax on sales by manufacturers or retailers. See Manufacturers'

sales; and Retailers' sales.
Machine guns. See Firearms.
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Machines, business, office, and store; tax on sales by manufacturers. See
Manufacturers' sales.

Manufacturers' sales, tax on:
Collection of tax; procedure, 26 §§ 601.46-601.52
Various products, 26 §§ 316.1-316.205

Appliances; electric, gas, and oil, 26 §§ 316.110, 316.111
Automobiles, trucks, tractors, motorcycles, etc., 26 §§ 316.50-316.57
Business and store machines (office machines, fare boxes, cash

registers, etc.), 26 §§ 316.140, 316.141
Electric light bulbs and tubes, 26 §§ 316.180, 316.181
Electrical energy, 26 §§ 316.190-316.194
Exemptions, 26 §§ 316.20-316.29a
Firearms and ammunition (shells and cartridges), 26 §§ 316.80-

316.82
General provisions, 26 §§ 316.1-316,15, 316.200-316.205
Luggage, 26 §§ 316.100-316.103
Photographic apparatus (cameras, lenses, film, paper, etc.), 26

§§ 316.120-316.122
Radios, phonographs, musical instruments, records, etc., 26

§§ 316.60-316.64
Refrigerators, air-conditioners, components, etc., 26 §§ 316.70-

316.73
Sporting goods (gymnasium equipment, etc.), 26 §§ 316.90, 316.91
Tires and innertubes, 26 §§ 316.30-316.32
Toilet preparations, 26 §§ 316.40, 316.42

Marine glasses; tax on sales by retailers. See Retailers' sales.
Matches:

Various types (book, parlor, fancy, safety, etc.); administrative and
general provisions, exemptions, etc., respecting, 26 §§ 314.1-314.29,
314.50-314.65

White phosphorus, 26 §§ 300.2-300.25
Mining, hydraulic, in California; tax imposed by act of March 1, 1893, au-

thorizing California Debris Commission to prescribe rates of tax on
debris, etc., 26 §§ 317.2-317.8

Collection of tax; procedure, 26 §§ 601.56-601.62
Motor vehicles; tax on sales by manufacturers. See Manufacturers' sales.
Motorcycles; tax on sales by manufacturers. See Manufacturers' sales.
Musical instruments; tax on sales by manufacturers. See Manufacturers'

sales.
Narcotics, contraband, seizure of vessels, vehicles, or aircraft transporting;

administrative provisions respecting. See Administrative provisions
common to various taxes.

Office, business, and store machines; tax on sales by manufacturers. See
Manufacturers' sales.

Oil appliances; tax on sales by manufacturers. See Manufacturers' sales.
Oils:

Lubricating oils, tax on sales by manufacturer; administrative and
general provisions, exemptions, etc., 26 §§ 314.1-314.29, 314.40-
314.44, 314.60-314.65

Vegetable oils:
Collection of tax on; procedure, 26 §§ 601.56-601.62
Processing tax on, 26 §§ 306.1-306.24

Contracts; existing contracts, 26 §§ 306.16-306.18
Exportation; processing for export, refund on articles ex-

ported, etc., 26 §§ 306.13-306.15
General provisions; measure, rate, liability, records, returns,

payment, interest, etc., 26 §§ 306.2-306.12
Miscellaneous provisions; credit, refunds, penalties, assess-

ments, etc., 26 §§ 306.19-306.24
Oleomargarine:

Exportation without payment of tax; administrative provisions respect-
ing. See Administrative provisions common to various taxes.
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Oleomargarine-Continued
Regulations respecting manufacturers, wholesale and retail dealers,

imports, exports, commodity tax, etc., 26 §§ 310.1, 310.10-310.99
Restamping cases; administrative provisions respecting. See Admin-

Istrative provisions common to various taxes.
Withdrawal from factories, free of tax, for use of United States; ad-

ministrative provisions respecting. See Administrative provisions
common to various taxes.

Opera glasses, lorgnettes, etc.; tax on sales by retailers. See Retailers'
sales.

Pearls, precious and semiprecious stones, etc.; tax on sales by retailers. See
Retailers' sales.

Petroleum products. See Gasoline; and Oils.
Phonographs, and records; tax on sales by manufacturers. See Manufac-

turers' sales.
Photographic apparatus, cameras, film, paper, etc.; tax on sales by manu-

facturers. See Manufacturers' sales.
Pistols. See Firearms.
Playing cards:

Exportation without payment of tax; administrative provisions re-
specting. See Administrative provisions common to various taxes.

Regulations respecting manufacturers, import, reimport, export, and
tax-free withdrawal for use of United States, 26 H8 305.1-305.22

Withdrawal from factories, free of tax, for use of United States; admin-
istrative provisions respecting. See Administrative provisions com-
mon to various taxes.

Pool tables. See Billiard and pool tables.
Precious and semiprecious stones; tax on sales by retailers. See Retailers'

sales.
Radio communications. See Communications services.
Radios, phonographs, etc.; tax on sales by manufacturers. See Manufac-

turers' sales.
Records and procedure, with respect to collection of excise taxes. See

Records and procedure, below.
Refrigerators and refrigerating apparatus; tax on sales by manufacturers.

See Manufacturers' sales.
Restamping cases; administrative provisions respecting cases involving

packages of tobacco and products, liquors, and oleomargarine. See
Administrative provisions common to various taxes.

Retailers' sales, tax on:
Collection of tax; procedure, 26 §§ 601.46-601.52
Various products, 26 §§ 320.1-320.77

Exemptions, 26 §§ 320.20-320.23
Furs, 26 §§ 320.40-320.42
General provisions, 26 § 320.1-320.10, 320.70-320.77
Jewelry, pearls, precious and semiprecious stones, watches and

clocks, gold or silver flatware and hollow ware or silver-plated
hollow ware, opera glasses, lorgnettes, marine glasses, field
glasses, binoculars, etc., 26 §§ 320.30-320.38

Luggage, 26 H8 320.60, 320.61
Toilet preparations, 26 §§ 320.50-320.52

Returns, inspection of; administrative provisions respecting. See Admin-
istrative provisions common to various taxes.

Revolvers. See Firearms.
Rifles. See Firearms.
Safe deposit boxes; collection of tax on, procedure, 26 §§ 601.56-601.62
Sales of various products, by manufacturers and retailers; tax on. See

Manufacturers' sales, and Retailers' sales.
Shells; ammunition for firearms. See Firearms.
Silver flatware or hollow ware, or silver-plated hollow ware; tax on sales

by retailers. See Retailers' sales.
Slot-machines. See Coin-operated amusement and gaming devices.
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Excise tax regulations-Continued

Snuff. See Tobacco and manufactures.
Sporting goods; tax on sales by manufacturers. See Manufacturers' sales.
Stills, exported, drawback of tax on; administrative provisions respecting.

See Administrative provisions common to various taxes.
Store, business, and office machines; tax on sales by manufacturers. See

Manufacturers' sales.
Sugar, manufactured:

Collection of tax on; procedure, 26 §§ 601.56-601.62
Tax on manufacture of, 26 §§ 312.100-312.506

Administrative and general provisions, 26 §§ 312.500-312.506
Claims for taxes previously paid:

Distillation of alcohol, 26 §§ 312.400-312.402
Livestock feed, 26 §§ 312.400-312.402

Export payments, claims for, 26 § 312.300
Tax on manufacture, 26 §§ 312.200-312.206

Telephone and telegraph communications. See Communications services.
Tires and inner tubes; tax on sales by manufacturers. See Manufacturers'

sales.
Tobacco and manufactures (cigars, cigarettes, snuff):

Collection of taxes, by assessment or by revenue stamps; procedure re-
specting, 26 §§ 601.81-601.88

Exportation without payment of tax; administrative provisions re-
specting. See Administrative provisions common to various taxes.

Restamping cases; administrative provisions' respecting. See Admin-
istrative provisions common to various taxes.

Withdrawal from factories free of tax, for use of United States; admin-
istrative provisions respecting. See Administrative provisions com-
mon to various taxes.

Toilet preparations; tax on sales by manufacturers or retailers. See Man-
ufacturers' sales; and Retailers' sales.

Tractors; tax on sales by manufacturers. See Manufacturers' sales.
Transportation services; collection of tax on, procedure, 26 §§ 601.56-601.62
Trucks; tax on sales by manufacturers. See Manufacturers' sales.
Vegetable oils. See Oils.
Warehouses, tobacco export, operation of; administrative provisions respect-

ing. See Administrative provisions common to various taxes.
Watches; tax on sales by retailers. See Retailers' sales.
Withdrawals from factories free of tax of certain articles (oleomargarine,

filled cheese, playing cards, tobacco, snuff, cigars, and cigarettes) for
use of United States; administrative provisions respecting. See Ad-
ministrative provisions common to various taxes.

Exportation without payment of tax, of tobacco manufactures, oleomargarine,
adulterated butter, mixed flour, playing cards, and stills; administrative
provisions respecting. See Administrative provisions common to various
taxes.

Federal Insurance Contributions Act; employees' tax and employers' tax under.
See Employment taxes.

Federal Unemployment Tax Act; excise tax under, on employers of eight or
more persons. See Employment taxes.

Gift taxes. See Estate and gift taxes.
Income and excess profits-taxes:

Administrative provisions respecting. See Administrative provisions com-
mon to various taxes.

Collection of income tax at source on wages. See Employment taxes.
Procedure. See Records and procedure.
Tax Court rules of practice for proceedings involving deficiencies, overpay-

ments, excess profits, etc. See main heading Tax Court of United
States.

Information respecting violations of internal revenue laws; rewards for:
Administrative provisions respecting. See Administrative provisions com-

mon to various taxes.
Procedure respecting claims. See Records and procedure.

Page 560



Index

Internal Revenue Bureau-Continued
Insolvent banks and trust companies; administrative provisions respecting as-

sessment and collection of taxes. See Administrative provisions common
to various taxes.

Inspection of tax returns:
Administrative provisions respecting. See Administrative provisions com-

mon to various taxes.
Public inspection of records, provisions governing. See Records and pro-

cedure.
Judgments against United States, claims for payment of; administrative pro-

visions respecting. See Administrative provisions common to various taxes.
Liens, Federal tax, release of; administrative provisions respecting. See Ad-

ministrative provisions common to various taxes.
Limitations, period of, in case of related income taxes; administrative provi-

sions respecting. See Administrative provisions common to various taxes.
Liquors, distilled spirits, etc.:

Intoxicating liquors; regulations administered by Alcohol Tax Unit:
Advertising. See Labeling and advertising.
Basic permits, issuance of, and proceedings to revoke, suspend, and

annul; procurement of permits by importers, producers, rectifiers,
blenders, bottlers, warehousemen, and wholesalers of distilled
spirits, wines, or malt beverages, 27 §§ 1.1-1.58

Distilled spirits, bulk sales and bottling of; regulations under Federal
Alcohol Administration Act, including terms of warehouse receipts
for distilled spirits in bulk, 26 §§ 3.1-3.4

Distilled spirits and wine, nonindustrial use of; regulations under
Federal Alcohol Administration Act, including distilled spirits in
containers of capacity of one gallon or less, 27 §§ 2.1-2.3

Labeling and advertising:
Distilled spirits, standards of identity, standards of fill, issuance

of certificates of, and certificates of exemption from, label ap-
proval, etc., 27 §§ 5.1-5.81

Malt beverages; withdrawal of imported malt beverages from cus-
toms custody and issuance of certificates of label approval and
release and issuance of certificates of approval for malt bev-
erages domestically bottled or packed, 27 §§ 7.1-7.60

Wine; standards of fill for containers, issuance of certificates of,
and certificates of exemption from, label approval, etc., 27
§§ 4.1-4.80

Retailers, inducements furnished to; regulations respecting furnishing
of equipment, fixtures, signs, supplies, money, services, or other
things of value to retailers of distilled spirits, wine, and malt
beverages, by other members of liquor industry (principally
venders), including furnishing of samples and advertising cuts,
27 §§ 6.1-6.3

Credit period to be extended to retailers of alcoholic beverages, 27
§§ 8.1-8.3

Restamping cases; administrative provisions respecting. See Administra-
tive provisions common to various taxes.

Malt beverages. See Liquors, distilled spirits, etc.
Personal property obtained by Government under distraint proceedings, sale of;

administrative provisions respecting. See Administrative provisions com-
mon to various taxes.

Postponement, by reason of war, of time for performing acts affecting Federal
tax liabilities; regulations under section 3804 of Internal Revenue Code.
See Administrative provisions common to various taxes.

Procedure. See Records and procedure.
Records and procedure:

Procedure:
Alcohol Tax Unit, 26 §§ 601.66-601.73

Attorneys and agents, 26 § 601.72
Claims for remission, abatement, refund, etc., of tax, 26 §§ 601.67,

601.69
Collection of tax; procedure, 26 § 601.67
Compromise, offers in, 26 § 601.68
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Internal Revenue Bureau-Continued
Records and procedure-Continued

Procedure-Continued
Alcohol Tax Unit, 26 § § 601.66-601.73-Continued

Conferences, 26 § 601.71
Forms, 26 § 601.73
Rulings, 26 § 601.70

Closing agreements, compromises, etc.; procedure respecting, 26 § 601.4
Employment taxes; general procedure and forms, etc., 26 §§ 601.41-

601.43
Estate and gift taxes:

Appellate functions and procedures in determination of tax liabil-
ity. See Technical staff.

Procedures respecting collection, determination of tax liability,
claims for credit or refund, etc., 26 §§ 601.26-601.33

Excess Profits Tax Council; appellate functions and procedures to se-
cure relief under limitations contained in section 722 of Internal
Revenue Code, 26 §§ 601.106, 601.107

Excess profits taxes:
General procedure provisions. See Income and excess profits taxes.
Relief under limitations in section 722 of Internal Revenue Code;

functions and procedures of Excess Profits Tax Council. See
Excess Profits Tax Council.

Excise taxes, collection of:
Assessment, collection by:

See also Tobacco taxes.
Miscellaneous excise taxes, on admissions, dues, communica-

tions, transportation, vegetable oils, hydraulic mining, safe
deposit boxes, manufactured sugar, and circulation of
other than national banks, 26 §§ 601.56-601.62

Sales taxes, on sales of certain articles by manufacturers,
producers or importers, or by retailers, 26 §§ 601.46-601.52

Revenue stamps, collection by:
See also Tobacco taxes.
General provisions respecting commodity, documentary, and

occupational stamp taxes, remedies to taxpayers, offers in
compromise, etc., 26 §§ 601.91-601.100

Tobacco taxes, collection by stamps and assessment; registration,
bonding, offers in compromise, etc., 26 §§ 601.81-601.88

General provisions, 26 §§ 601.1-601.6
Classification of taxes collected by Bureau, 26 § 601.2
Collection and enforcement procedure, 26 § 601.3
Disputed liability; contest of assessment, closing agreements, com-

promises, etc., 26 § 601.4
Forms, description of, 26 § 601.6
Legal review, 26 § 601.5

Gift taxes. See Estate and gift taxes.
Income and excess profits taxes:

Appellate functions and procedures, in determination of tax lia-
bility. See Technical Staff.

Procedure respecting collection, determination of tax llability4
claims for credit or refund, etc., 26 §§ 601.11-601.17

Rules; formulation, changes, publication, etc., 26 §§ 601.116-601.119
Technical Staff:

Appellate functions and procedures in determination of income,
profits, estate or gift tax liability, 26 § 601.21

Compromise, offers in, 26 § 601.23
Practice and procedure requirements, 26 § 601.22

Violations of internal revenue laws; claims for rewards for information
respecting, 26 § 601.3

Records:
Classification; matters of record, 26 § 600.1
Inspection, public; official records and final opinions and orders, 26

§ 600.2
Publication of official records, etc., 26 § 600.2
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Returns, inspection of;

Administrative provisions respecting. See Administrative provisions com-
mon to various taxes.

Public inspection of records, provisions governing. See Records and pro-
cedure.

Rewards for information leading to detection and punishment of persons
violating internal revenue laws:

Administrative provisions respecting. See Administrative provisions com-
mon to various taxes.

Procedure respecting claims. See Records and procedure.
Seizures of vessels, vehicles, and aircraft transporting contraband articles;

administrative provisions respecting. See Administrative provisions com-
mon to various taxes.

Technical Staff; functions and procedure. See Records and procedure.
Trading with Enemy Act, taxation of alien property vested in Attorney General

under; administrative provisions respecting. See Administrative provisions
common to various taxes.

Treasury notes, acceptance of, in payment of income, estate, and gift taxes;
administrative provisions respecting. See Administrative provisions com-
mon to various taxes.

Trust companies and banks, insolvent; administrative provisions respecting
assessment and collection of taxes. See Administrative provisions common
to various taxes.

Unemployment insurance; excise tax on employers under Federal Unemploy-
ment Tax Act. See Employment taxes.

Violation of internal revenue laws; rewards for information leading to detection
and punishment of persons:

Administrative regulations respecting. See Administrative provisions
common to various taxes.

Procedure respecting claims. See Records and procedure.
Wages, collection of income tax on, at source. See Employment taxes.
Wine. See Liquors, distilled spirits, etc.
Withholding income tax at source on wages. See Employment taxes.

Intoxicating liquors; regulations administered by Alcohol Tax Unit. See Internal
Revenue Bureau.

J

Jewelry, etc., excise tax regulations. See Internal Revenue Bureau.
Judgments against United States representing taxes, penalties, etc., claims for

payment of; administrative provisions respecting. See Internal Revenue Bureau.

L
Liens, Federal tax, release of; administrative provisions respecting. See Internal

Revenue Bureau.
Light bulbs and tubes, electric; excise tax regulations. See Internal Revenue Bureau.
Limitations, period of, in case of related income taxes; administrative provisions

respecting. See Internal Revenue Bureau.
Liquors, distilled spirits, etc.:

Intoxicating liquors; regulations administered by Alcohol Tax Unit. See In-
ternal Revenue Bureau.

Restamping regulations; administrative provisions respecting. See Internal
Revenue Bureau.

Luggage; excise tax regulations. See Internal Revenue Bureau.

M
Machine guns; excise tax regulations. See Internal Revenue Bureau.
Machines, business, office, and store; excise tax regulations. See Internal Reve-

nue Bureau.
Malt beverages. See Liquors, distilled spirits, etc.
Manufacturers' sales, tax on; excise tax regulations. See Internal Revenue Bureau.
Marine glasses; excise tax regulations. See Internal Revenue Bureau.
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Matches; excise tax regulations. See Internal Revenue Bureau.
Mining, hydraulic, in California, tax on debris; excise tax regulations. See Internal

Revenue Bureau.
Motor vehicles:

Excise tax regulations. See Internal Revenue Bureau.
Transporting contraband articles (firearms, narcotics), seizure of; administra-

tive provisions respecting. See Internal Revenue Bureau.
Motorcycles; excise tax regulations. See Internal Revenue Bureau.
Musical instruments; excise tax regulations. See Internal Revenue Bureau.

N
Narcotics, contraband, seizure of vessels, vehicles and aircraft transporting; admin-

istrative provisions respecting. See Internal Revenue Bureau.
Notes, Treasury, acceptance of, in payment of income, estate, and gift taxes; admin-

istrative provisions respecting. See Internal Revenue Bureau.

0
Office, business, and store machines; excise tax regulations. See Internal Revenue

Bureau.
Oil appliances; excise tax regulations. See Internal Revenue Bureau.
Oils; excise tax regulations. See Internal Revenue Bureau.
Oleomargarine; excise tax regulations. See Internal Revenue Bureau.
Opera glasses, lorgnettes, etc.; excise tax regulations. See Internal Revenue Bureau.

P
Pearls, precious and semiprecious stones; excise tax regulations. See Internal Reve-

nue Bureau.
Personal property obtained by Government under distraint proceedings, sale or re-

sale of; administrative provisions respecting. See Internal Revenue Bureau.
Petroleum products; excise tax regulations. See Internal Revenue Bureau.
Phonographs and records; excise tax regulations. See Internal Revenue Bureau.
Photographic apparatus, cameras, film, paper, etc.; excise tax regulations. See

Internal Revenue Bureau.
Pistols and revolvers; excise tax regulations. See Internal Revenue Bureau.
Playing cards; excise tax regulations. See Internal Revenue Bureau.

Pool and billiard tables; excise tax regulations. See Internal Revenue Bureau.
Postponement, by reason of war, of time for performing acts affecting Federal

tax liabilities; administrative provisions respecting. See Internal Revenue
Bureau.

Precious and semiprecious stones; excise tax regulations. See Internal Revenue
Bureau.

Property, personal, obtained by Government under distraint proceedings, sale or
resale; administrative provisions respecting. See Internal Revenue Bureau.

R
Radio communication; excise tax regulations. See Internal Revenue Bureau.
Radios, phonographs, etc.; excise tax regulations. See Internal Revenue Bureau.
Refrigerators and refrigerating apparatus; excise tax regulations. See Internal

Revenue Bureau.
Related income taxes, period of limitation on; administrative provisions respecting.

See Internal Revenue Bureau.
Restamping packages of tobacco and products, oleomargarine, and liquors, distilled

spirits, etc.; administrative provisions respecting. See Internal Revenue Bureau.
Retailers' sales, of furs, luggage, toilet preparations, jewelry, etc.; excise tax regula-

tions. See Internal Revenue Bureau.
Returns, tax; administrative provisions respecting inspection of returns or postpone-

ment by reason of war of time for making certain returns. See Internal Reve-
nue Bureau.

Revolvers and pistols; excise tax regulations. See Internal Revenue Bureau.
Rewards for information leading to detection of persons violating internal revenue

laws; regulations respecting. See Internal Revenue Bureau.
Rifles; excise tax regulations. See Internal Revenue Bureau.
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S
Safe deposit boxes; excise tax regulations. See Internal Revenue Bureau.
Sale or resale of personal property obtained by Government under distraint proceed-

ings; administrative provisions respecting. See Internal Revenue Bureau.
Seizure of vessels, vehicles and aircraft transporting contraband articles (firearms,

narcotics) ; administrative provisions respecting. See Internal Revenue Bureau.
Shells, ammunition for firearms; excise tax regulations. See Internal Revenue

Bureau.
Silver flatware or hollow ware, or silver-plated hollow ware; excise tax regulations.

See Internal Revenue Bureau.
Slot machines; excise tax regulations. See Internal Revenue Bureau.
Snuff; excise tax regulations. See Internal Revenue Bureau.
Sporting goods; excise tax regulations. See Internal Revenue Bureau.
Store, business, or office machines; excise tax regulations. See Internal Revenue

Bureau.
Sugar, manufactured; excise tax regulations. See Internal Revenue Bureau.

T
Tax Court of United States:

Forms:
Application for order to take depositions, 26 § 702.5
Application for subpena, 26 § 702.3
Bonds:

Approved collateral, 26 § 702.8
Bond with corporate surety, 26 § 702.7

Certificate on return of deposition, 26 § 702.6
Petition, 26 § 702.2
Power of attorney and agreement, 26 § 702.8a

Power of attorney and agreement by individual appellants, 26 § 702.8b
Rules of practice; rules prescribed for proceedings of Court and its divisions in

income, excess profits, estate, gift, etc., tax cases, and renegotiation cases,
26 §§ 701.1-701.64

Tax liens, Federal, release of; administrative provisions respecting. See Internal
Revenue Bureau.

Taxes, internal revenue (employment, estate and gift, income, excise, etc.); regula-
tions of Internal Revenue Bureau. See Internal Revenue Bureau.

Telephone and telegraph communications; excise tax regulations. See Internal
Revenue Bureau.

Tires and inner tubes; excise tax regulations. See Internal Revenue Bureau.
Tobacco and manufactures (cigars, cigarettes, snuff); excise tax regulations. See

Internal Revenue Bureau.
Toilet preparations; excise tax regulations. See Internal Revenue Bureau.
Tractors; excise tax regulations. See Internal Revenue Bureau.
Trading with the Enemy Act, taxes under, on alien property vested in Attorney

General; administrative provisions respecting. See Internal Revenue Bureau.
Transportation services; excise tax regulations. See Internal Revenue Bureau.
Treasury notes, acceptance of, in payment of income, estate, and gift taxes; admin-

istrative provisions respecting. See Internal Revenue Bureau.
Trucks; excise tax regulations. See Internal Revenue Bureau.
Trust companies:

Insolvent companies, assessment and collection of taxes of, where collection
would diminish assets necessary for payment of depositors; administrative
provisions respecting. See Internal Revenue Bureau.

Postponement, by reason of war, of time for performing acts affecting Federal
tax liabilities; administrative provisions respecting. See Internal Revenue
Bureau.

U
Unemployment Tax Act, Federal, excise tax on employers under; employment tax

regulations. See Internal Revenue Bureau.
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V
Vegetable oils; excise tax regulations. See Internal Revenue Bureau.
Vessels or vehicles transporting contraband articles (firearms, narcotics), seizure

of; administrative provisions respecting. See Internal Revenue Bureau.
Violations of internal revenue laws, rewards for information in connection with;

regulations respecting. See Internal Revenue Bureau.

W
Wages, income tax on, collection at source; employment tax regulations. See Internal

Revenue Bureau.

War Contracts Price Adjustment Board:
Inspection of income, excess profits and declared value excess profits tax re-

turns; regulations of Internal Revenue Bureau, 26 § 458.302
War (World War II), postponement by reason of, of time for performing certain

acts relating to Federal tax liabilities; administrative provisions respecting.
See Internal Revenue Bureau.

Warehouses, tobacco export, operation of; administrative provisions respecting.
See Internal Revenue Bureau.

Watches; excise tax regulations. See Internal Revenue Bureau.
Wines, liquors, etc.:

Intoxicating liquors; regulations administered by Alcohol Tax Unit respecting
basic permits, bulk sales and bottling, labeling, etc. See Internal Revenue
Bureau.

Restamping regulations; administrative provisions respecting. See Internal
Revenue Bureau.

Withdrawals from factories free of excise tax for use of United States, of oleomar-
garine, filled cheese, playing cards, tobacco and products; administrative pro-
visions respecting. See Internal Revenue Bureau.

Withholding income tax at source on wages; employment tax regulations. See
Internal Revenue Bureau.
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