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S course extending from  th e  Abilene 
M unicipal A irport 5-mile rad iu s zone to  
th e  ILS OM; w ith in  2 miles e ither side 
of th e  N course of th e  Abilene R R  ex ­
tending from  th e  Abilene M unicipal A ir­
po rt 5-mile rad ius zone to  12 miles N 
of th e  R R; w ith in  2 miles e ither side of 
th e  112° T rue  rad ia l of th e  Abilene VOR 
extending from  th e  Abilene M unicipal 
A irport 5-m ile rad ius zone to  th e  Abilene 
VOR; w ith in  a  5-mile rad ius of Dyess 
AFB (Lat. 32°25'10" N., Long. 99°51'15" 
W.) ; w ith in  2 miles either side of th e  
354° T rue rad ia l of th e  Abilene VOR 
extending from  th e  Dyess APB 5-mile 
rad ius zone to  12 miles N of th e  VOR 
and  w ith in  2 miles either side of th e  
168° and  348° T rue bearings of th e  Dyess 
APB RBN extending from  th e  Dyess 
APB 5-mile rad ius zone to  12 miles S 
of th e  RBN.

T his am endm ent shall become effective 
0001 e.s.t., February  9, 1961.
(Sec. 8 0 7 (a ) , 72 S ta t. 749; 49 U.S.C. 1348)

Issued in  W ashington, D.C., on De­
cember 21, 1960.

D . D . T h o m a s , 
D ire c to r , B u r e a u  o f  

A ir  T ra ff ic  M a n a g e m e n t.

[F.R. Doc. 60-12044; F iled , Dec. 28, 1960;
8:45 a.m.]

[Airspace D ocket No. 60-W A-270]

P A R T  6 0 1  — D ESI G N A T I O N  O F T H E 

C O N T I N EN T A L C O N T R O L A R EA ,  

C O N T R O L A R E A S ,  C O N T R O L 

Z O N ES,  R EP O R T I N G  P O I N T S, P O SI ­

T I V E C O N T R O L R O U T E SEG M EN T S, 

A N D  P O SI T I V E C O N T R O L A R EA S

M o d if ica t io n  a n d  R e v o ca t io n  o f  

R e p o r t in g  P o in t s

T he purpose of these am endm ents to  
§§ 601.4020 and  601.7001 of th e  regula ­
tions of th e  A dm inistrator is to  revoke 
designated reporting  points th a t  th e  
Federal Aviation Agency h as determ ined 
a re  no longer required fo r a ir traffic 
m anagem ent purposes and  m odify  th e  
location of a n  existing designated re ­
porting point. P ligh t progress reports 
over designated locations, autom atically 
in itia ted  by pilots, will facilitate  a ir 
traffic m anagem ent and  assist th e  con ­
tro ller in  th e  perform ance of h is duties. 
However, due to  th e  continuous m odern ­
ization of th e  airw ay stru c tu re  of th e  
U nited S tates, th e  need fo r reporting  
points a t  particu la r locations is con ­
s tan tly  being revised. T hus the  actions 
taken  herein  reflect th is  changing need 
on th e  p a r t of a ir  traffic control.

Since these am endm ents are of a  p ro ­
cedural n a tu re  and  do no t assign or re ­
a lign  th e  use of navigable airspace, 
compliance w ith th e  notice and  public 
procedure of th e  A dm inistrative P ro ­
cedure Act is unnecessary. However, 
since i t  is necessary th a t  sufficient tim e 
be allowed to  perm it appropriate  
changes to  be m ade on aeronautical 
charts, these am endm ents will become 
effective m ore th a n  30 days a fte r 
publication.

In  consideration of th e  foregoing, and 
p u rsuan t to  th e  au th o rity  delegated to

m e by th e  A dm inistrator (24 P.R. 4530), 
th e  following actions a re  taken:

1. In  th e  tex t of § 601.4020 (14 CFR 
601.4020) “Gooding, Idaho  nondirec- 
tional radio  beacon;” is  deleted.

2. In  th e  tex t of § 601.7001 (14 CPR 
601.7001; 25 F.R. 7489) th e  following 
changes are m ade:

(a) “Eagle IN T: The INT of th e  
Therm al, Calif., VORTAC 069° T rue and 
th e  Blythe, Calif., VOR 288°- T rue r a ­
diais.” is deleted and  “Eagle INT: The 
IN T of th e  Twentynine Palm s, Calif., 
VORTAC 154° T rue and th e  Blythe, 
Calif., VOR 288° T rue radiais.” is substi ­
tu ted  therefor.

(b) “Petersburg, IN T: The INT of the  
Elkins, W. Va., VOR 077° and  the  
G rantsville, Md., VOR 191° radiais.” is 
deleted.

These am endm ents shall become ef ­
fective 0001 e.s.t. February 9,1961.
(Sec. 3 0 7 (a ) , 72 S tat. 749; 49 U.S.C. 1348)

Issued in  W ashington, D.C., on D e ­
cember 21,1960.

D . D . T h o m a s , 
D ire c to r , B u r e a u  o f  

A ir  T ra ffic  M a n a g e m e n t.

[F.R. Doc. 60-12045; Filed, Dec. 28, 1960; 
8:45 a.m.]

[Airspace D ocket No. 60-LA-82 ]

P A R T  6 0 8 — R EST R I CT ED  A R EA S  

M o d if ica t io n

T he purpose of th is  am endm ent to  
§ 608.20 of th e  regulations of th e  Ad­
m in is tra to r is to  modify th e  Arco, Idaho, 
R estricted Area (R-500) (Pocatello 
C h art).

T he Arco R estricted Area is designated 
fo r use by th e  Atomic Energy Commis­
sion (AEC) from  th e  surface to  unlim ­
ited. T he AEC has advised th a t  the  
ceiling of R-500 can  be safely lowered 
from  unlim ited to  20,000 feet MSL. 
Therefore, th e  Federal Aviation Agency 
(PAA) is modifying R-500 herein  to  re ­
flect th is  change.

Since th is  am endm ent reduces a  bur ­
den on th e  public, compliance w ith th e  
notice, public procedure, and  effective 
date  requirem ents of section 4 of th e  Ad­
m in istra tive Procedure Act is unneces ­
sary, an d  it  m ay be m ade effective 
im mediately.

In  consideration of th e  foregoing, an d  
pu rsu an t to  th e  au tho rity  delegated to  
m e by th e  A dm inistrator (25 P R . 8005), 
th e  following action is taken :

In  § 608-20 Id a h o ,  th e  Arco, Idaho, R e ­
stricted  Area (R-500) (Pocatello C hart) 
(23 P.R. 8580), “Surface to  unlim ited.” 
is deleted an d  “Surface to  20,000 feet 
MSL.” is substitu ted  therefor.

T his am endm ent shall become, effec­
tive upon th e  date of publication in  th e  
F e d e r a l  R e g i s t e r .

(Sec. 3 0 7 (a ) , 72 S tat. 749; 49 U.S.C. 1348)

Issued in  W ashington, D.C., on Decem ­
ber 21, 1960.

D. D. T h o m a s , 
D ire c to r , B u r e a u  o f  

A ir  T ra ff ic  M a n a g e m e n t.

[F.R. Doc. 60-12046; F iled , Dec. 28, I960;
8:45 a.m.]

Title 18— CONSERVATION 
OF POWER

C h a p t e r  I— Fe d e r a l  P o w e r  

C o m m issio n

SUBCHAPTER G— APPROVED FORMS, NATURAL 
GAS ACT

[Order No. 231; D ocket No. R-191]

P A R T  2 6 0 — FO R M S

St a t e m e n t  o f  S a le s a n d  Re v e n u e s of 

I n d e p e n d e n t  P ro d u ce rs

In  th is  proceeding th e  Commission has 
under consideration the  amendment of 
P a r t  260, entitled  “Statem ents and Re­
ports (Schedules)” of Subchapter G, 
Approved Form s, N atural Gas Act, 
C hapter I—Federal Power Commission, 
T itle  18—Conservation of Power, Code 
of Federal Regulations (18 CFR, Part 
260), by th e  revision of § 260.5 (18 CFR 
260.5) and  th e  addition  of a  new sec­
tion, § 260.6, so as to  prescribe FPC 
Form s No. 301-A and  No. 301-B,1 both 
en titled  Independent Producers Report.

Section 260.5 an d  th e  reporting re­
quirem ents thereof were first prescribed 
by Commission O rder No. 187, Docket 
No. R-152, issued May 11, 1956, 21 FR 
3146, 15 FPC 802, prescribing FPC Form 
No. 301, Independent Producers Report 
of N a tu ral G as T ransactions for the year 
ending December 31, 1955. By Order 
No. 198, Docket No. R-162, issued No­
vem ber 19, 1957, 22 FR  9385, 18 FPC 
662, § 260.5 was am ended to  prescribe a 
Form  301 fo r th e  year 1956 with some­
w ha t enlarged reporting requirements. 
By O rder No. 214, Docket No. R-176, 
issued Ju ly  15, 1959, 24 FR  5755, 22 
FPC 81, § 260.5 was fu rthe r amended to 
prescribe simplified and  slightly revised 
Form s Nos. 301 fo r 1957 and 1958. The 
form s prescribed herein  are essentially 
th e  sam e as Form  No. 301-1957 or Form 
No. 301-1958. Proposed Form No. 301-A 
corresponds to  P a r t  I  of the 1957 or 1958 
form, w ith  a  m inor revision of format. 
Form  No. 301-B corresponds to Parts 
I I  and II I  of th e  1957 or 1958 form.

Form s Nos. 301-A and 301-B are pre­
scribed hereinafter to  be filed annually. 
Form s Nos. 301-1957 and 301-1958 were 
intended fo r use in  reporting f°r 
years 1957 and  1958, respectively. The 
report form s fo r th e  years 1955 and isoo 
were sim ilarly intended to  cover tne 
years 1955 a n d  1956, respectively.

The Commission’s  regulations exempt 
independent producers from compliance 
w ith the  comprehensive accou n tin g  ana 
reporting  requirem ents o f  the Commis­
sion’s regulations under the  N atural 
Act. T his exemption is still continuea, 
bu t th e  Commission’s experience m• t 
regulation of producers con v in ces it o 
th e  necessity for continuing to  . 
a t  least the  minim um data  called i 
the  form s prescribed herein in. order 
th e  regulatory responsibilities of 
Commission m ay be viewed ^  relati . 
th e  relative im portance a n d , 
effects of such regulation on tne reg 
la ted  producers. .. W pin.

G eneral public notice of the h 
a f te r  ordered am endm ent was gi

1 TPilori oe «ort. o f original document.
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publication of Notice of Proposed Rule- 
jmqiHng in  the  F e d e r a l  R e g i s t e r  on 
October 28, 1960 (25 F.R. 10358) and  
by the m ailing of copies of th e  Notice 
of Proposed Rulem aking to  interested 
parties including S ta te  and  Federal regu ­
latory agencies; th a t  Notice being ac ­
com panied by co p ies 'o f the  form s as 
proposed. In  giving notice of th e  p ro ­
posed am endm ent, the Commission in ­
vited all interested parties to  subm it 
data, views, or com m ents no t la te r th a n  
November 14, 1960. T he several re ­
sponses to th a t  invita tion  included in  
principal p a rt: various suggestions for 
revision of the  form ats of the  form s; 
allegations th a t  there  is a n  undue re ­
porting burden on ce rta in  signatory p ro ­
ducers; objection to  requirem ent th a t 
residue gas and  liquid hydrocarbons be 
reported separately for sales under s tan d ­
ard casinghead agreem ents; objection 
to the furnishing of inform ation about 
liquid hydrocarbons; objection to  re ­
quiring certain  sm all producers to  file 
the proposed form s; suggestion th a t  
small operators be required to  repo rt 
in less detail; requests for m ore tim e 
to file for reporting year 1959. All re ­
sponses have been considered by the 
Commission.

The Commission finds:
(1) In view of the  foregoing and  upon 

consideration of all relevant m atters  
presented, the am endm ent of th e  regu ­
lations under the N atu ral Gas Act h ere ­
inafter adopted and  prom ulgated, in ­
cluding the forms approved and  p re ­
scribed therein (as a ttached  h ere to ), is 
necessary and appropriate to  ca rry  out 
the provisions of the  N atural Gas Act; 
all in the m anner as hereinafter 
provided.

(2) Good cause exists th a t  the  am end ­
ment of the Regulations under the  N at ­
ural Gas Act as here inafter adopted 
and promulgated including th e  form s ap ­
proved and prescribed therein, shall be ­
come effective as here inafter provided.

The Commission, acting  p u rsuan t to  
authority granted by the  N atural Gas 
Act, particularly sections 10 and  16 
thereof (52 S tat. 826, 830; 15 U.S.C. 
717i, 717o) orders:

(A) Part 260 of th e  Commission’s 
regulations entitled “S tatem ents and 
Reports (Schedules) ” of S ubchapter G, 
Approved Forms, N atu ral G as Act (18 

PR, Part 260), is hereby am ended by 
«te amendment of § 260.5 thereof (18 

K 260.5) and the  addition of a  new 
^  thereto, § 260.6, both  to  read as

§ 260.5 Form No. 3 0 1 —A, Statem ent o f  
sales and revenues o f  in d ep en d en t  
producers.

Pri!LPPC\ r orm No- 301" A Independei 
sa]p„u^ rs Report, being a  s ta tem en t <
renor+i« natural gas m a d e  during t t  
year year (calen d ar year or fiscs 
year ending prior to  July  1 nex t folio*
schedmL calendar year) under ral 
PursnanT Commissio
c f i S V ° ,  §i 154-92 or 154-94 ° f th
schediiwn+uUding the  instructions an 
approve? th ®rein contained, is herefc 

811(1 Prescribed.
fin e d in f .^ d e p e n d e n t  producer as d< 

§ 154.91 of th is chap ter who ha 
No. 252----- n

a  ra te  schedule on file w ith th e  Commis­
sion, p u rsuan t to  §§ 154.92 o r 154.94 of 
th is  chapter, as of th e  end of th e  rep o rt ­
ing year, shall (1) beginning w ith  re ­
porting  year 1960 hereafte r annually  
prepare and  file w ith the  Commission on 
or before th e  las t day of th e  six th  m onth  
following the  close of the  reporting  year 
one copy of such FPC Form  No. 301-A; 
and (2) fo r th e  reporting  year 1959 p re ­
p are  and file w ith th e  Commission on or 
before M arch 31, 1961, one copy of such 
FPC Form  No. 301-A.

§ 2 6 0 .6  Form  N o. 3 0 1 —B, Statem ent o f  
sales and revenues o f  in depend en t  
producers.

(a) FPC Form  No. 301-B Independent 
Producers Report, being a  s ta tem en t of 
sales of n a tu ra l gas to taling  two m illion 
or m ore Mcf m ade during th e  reporting  
year (calander year or fiscal year end ­
ing prio r to  Ju ly  1 next following th e  
calendar year) under ra te  schedules filed 
w ith th e  Commission p u rsuan t to  
§§ 154.92 or 154.94 of th is chapter, in ­
cluding th e  instructions and  schedules 
th ere in  contained, is hereby approved 
and  prescribed.

(b) In  addition  to  complying w ith the  
provisions of § 260.5 of th is chapter, each 
independent producer as defined in 
§ 154.91 of th is chap te r who h ad  a  ra te  
schedule on file w ith th e  Commission, 
pu rsuan t to  §§ 154.92 o r 154.94 of th is 
chap ter, as of th e  end of th e  reporting  
year and  whose sales of n a tu ra l gas to ­
ta led  two m illion or m ore Mcf during the  
reporting  year shall (1) beginning w ith 
reporting  year 1960 h ereafte r annually  
p repare and  file w ith th e  Commission on 
or before th e  las t day of th e  six th  m onth  
following th e  close of th e  reporting  year 
two copies of such FPC Form  No. 301-B; 
and (2) fo r the  reporting  year 1959 p re ­
pare and  file w ith the  Commission on or 
before M arch 31,1961, two copies of such 
FPC Form  No. 301-B.

(B) Form s Nos. 301-A and  301-B, as 
approved and  prescribed in  parag raph  
(A) above, are a ttached  hereto.

(C) T he am endm ent of th e  regula ­
tions under th e  N atu ral Gas Act as 
adopted and  prom ulgated herein, includ ­
ing th e  form s approved and  prescribed 
therein , shall become effective 30 days 
a fte r the  issuance of th is  order.

Issued: December 21, 1960.

By the  Commission.

[ s e a l ] J o s e p h  H . G u t r i d e ,
S e c r e ta r y .

[P.R. Doc. 60-12048; F iled , Dec. 28, 1960;
8:46 a.m.J

Title 39— POSTAL SERVICE
C h a p t e r  I— P o st  O f f ice  D e p a r t m e n t

P A R T  1 6 8 — D I R EC T O R Y  O F  I N T ER ­

N A T I O N A L M A I L

N ica r a g u a  I m p o r t  P r o h ib it io n s

In  § 168.5 In d iv id u a l  c o u n tr y  re g u la ­

t io n s , th e  country “Nicaragua", under 
Parcel Post, is revised by am ending th e  
last parag rap h  of the  item  P ro h ib itio n s ,  
as added by Federal R egister Document

60-11601,25 F.R. 12884-12885, by deleting 
“boots” w here it  appears therein . As 
so am ended, th e  last p a rag rap h  reads 
as follows:

P r o h ib itio n s . * * *

Footwear, including shoes, slippers, 
and  rubbers, except when sent as per ­
sonal gifts.
(R.S. 161, as am ended, secs. 501, 505, 74 Stat. 
580, 581, (Pub. Law 86-682); 5 U.S.C. 22 39 
U.S.C. 501, 505)

[ s e a l ] H e r b e r t  B. W a r b u r t o n , 
G e n e ra l C o un sel.

[F.R. Doc. 60-12056; F iled , Dec. 28, 1960;
8:46 a.m.]_

Title 26— INTERNAL REVENUE, 

1954
C h a p t e r  I— I n t e r n a l  R e v e n u e  Se r v ice , 

D e p a r t m e n t  o f  t h e  T r e a su r y

[T.D. 6523]

SUBCHAPTER A— INCOME TAX

P A R T  1— I N C O M E T A X ;  T A X A B LE 

Y EA R S  B EG I N N I N G  A FT ER  D E­

CEM B ER  3 1 ,  1 9 5 3

Fo r e ig n  C o r p o r a t io n s a n d  Est im a t e d  

I n co m e  T a x  Fi l in g  R e q u ir e m e n t s f o r  

I n d iv id u a ls

In  order to  m ake provision in  the  In ­
come T ax R egulations (26 CFR P a r t  1) 
for th e  use of Form  1120F by foreign cor ­
porations, and  in  order to  conform  such 
regulations to  the  am endm ents m ade to 
section 6015(a) of th e  In te rn a l Revenue 
Code of 1954 by section 5 of th e  Act of 
Septem ber 14, 1960 (Public Law 86-779, 
74 S ta t. 1000), th e  regulations are 
am ended as follows:

P a r a g r a ph  1. S ubparagraphs (1 )  and
(2) of § -1.6012-2(g), a re  am ended to 
read  as follows:

§ 1 .6 0 1 2 —2 C orporations required  to  
m ake returns o f  incom e.
*  *  *  *  .*

(g) R e tu r n s  b y  fo r e ig n  c o rp o r a tio n s—
(1) N o n r e s id e n t  fo r e ig n  c o rp o ra tio n s—
(i) I n  g e n e ra l. A nonresident foreign 
corporation  is no t required to  m ake a 
re tu rn  of income if th e  tax  liability of 
th e  corporation  is fully satisfied a t the 
source. A nonresident foreign corpora ­
tion  shall, however, m ake or have m ade 
a  re tu rn  w ith respect to  th a t  portion  of 
its income described in  § 1.881-2 upon 
which th e  ta x  h as no t been fully satis ­
fied a t  th e  source, including such income 
upon which th e  tax  is lim ited by tax  con ­
vention. Such re tu rn  shall be m ade on 
Form  1120NB fo r taxable years ending 
before December 31, 1960, and on Form  
1120F fo r taxable years ending on or 
a f te r  December 31, 1960. The tax  lia ­
bility of a  nonresident foreign corpora ­
tion  is n o t fully satisfied a t  the  source in 
any case where, if i t  were no t fo r the  
allowance of deductions to  such corpora ­
tion, i t  would be liable fo r tax . F or ex ­
am ple, th e  tax  liability of a  nonresident 
foreign corporation  which is a  personal 
holding com pany (as defined in  section 
542) is no t fully satisfied a t  the  source
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if such corporation would be liable for 
th e  personal holding company ta x  im ­
posed by section 541 if i t  were no t fo r th e  
fac t th a t  it  m ay be allowed a  deduction 
for dividends paid  (as defined in  section 
561). See sectipn 545, re la ting  to  th e  
definition o f ' undistributed  personal 
holding com pany income, and  section 882
(c) (1), re la ting  to  allowance of deduc ­
tions only if a  re tu rn  is filed.

(ii) C la im  fo r  r e fu n d .  N otw ithstand ­
ing th e  provisions of subdivision (i) of 
th is  subparagraph, a  nonresident foreign 
corporation shall include on its re tu rn  its 
en tire  incom e described in  § 1.881-2, 
w hether or no t th e  tax  h as  been fully 
satisfied a t  th e  source upon a portion 
thereof, if a  claim  fo r refund  of an  over­
paym ent of ta x  is m ade in  accordance 
w ith section 6402 and  §§ 301.6402-2 and 
301.6402-3 of th is  chap te r (Regulations 
on Procedure and  A dm in istra tion). 
However, if th e  overpaym ent to be re ­
funded consists solely Of tax  deemed to 
have been paid  under section 852(b) (3)
(D ), re la ting  to  undistribu ted  capital 
gains of a  regulated  investm ent com ­
pany, i t  is no t necessary to  include on 
th e  re tu rn  th e  en tire  incom e described in 
§ 1.881-2.

(iii) I n c o n s is te n t  re g u la tio n s .  All reg ­
u lations inconsistent w ith  th e  provisions 
of th is  parag rap h  shall be deemed to 
have been modified accordingly.

(2) R e s id e n t  fo r e ig n  c o rp o ra tio n s . 
Every resident foreign corporation shall 
m ake or have m ade a  re tu rn  of all its 
incom e described in  § 1.882-i, including 
such incom e upon which the  tax  is lim ­
ited by tax  convention. Such re tu rn  
shall be m ade on Form  1120 for taxable 
years ending before December 31, 1960, 
and on Form  1120F for taxable years 
ending on or a fte r December 31,1960.

P a r . 2. Section 1.6015(a) is am ended 
to  read  as follows:
§ 1 .6 0 1 5 (a )  Statutory p rov ision s; decla ­

ration  o f  estim ated  in com e tax by 
in d ividu als; requirem ent o f  declara ­
tion .

S e c . 6015 D e c la r a tio n  o f  e s t im a te d  in c o m e  
ta x  b y  in d iv id u a l s — (a) R e q u ir e m e n t  o f  d e c ­

la r a t io n .  Every in d iv id u al (o ther th a n  a 
n on resid en t a lien  w ith  respect to  whose 
wages, as defined in  section  3401 (a ), w ith ­
hold in g under chapter 24 is  n o t m ade ap ­
p licable, b u t in c lu d in g  every a lien  in d iv id ­
u a l w ho is  a resid en t of P uerto  R ico during  
th e  en tire  taxab le year) sh a ll m ake a decla ­
ration  o f h is estim ated  tax for th e  taxable  
year if—

(1) T he gross in com e for th e  taxable  
year can reasonably be expected to  exceed—

(A) $5,000, in  th e  case of—
(i) A sin g le  in d iv id u al other th an  a head  

of a household  (as defined  in  section  
1 (b ) (2 ) )  or a survivin g spouse (as defined  
in  section  2 ( b ) ) ;

(ii) A married ind iv idual n o t en titled  u n ­
der su b section  (b) to  file a jo in t declaration  
w ith  h is spouse; or

(iii) A m arried in d iv id u al en titled  under  
su b section  (b ) to  file a Joint declaration  
w ith  h is  spouse, b u t on ly  i f  th e  aggregate  
gross incom e o f su ch  in d iv id u al and h is  
spouse for th e  taxable year can reasonably  
be expected to  exceed $10,000; or

(B ) $10,000, in  th e  case of—
(i) A head o f a h ou seh o ld  (as defined in  

section  1 (b ) ( 2 ) ) ;  or
(ii) A surviving spouse (as defined in  sec ­

t ion  2 ( b ) ); or

(2) T he gross incom e can reasonably be  
expected to  in clu d e m ore th a n  $200 from  
sources other th a n  wages (as defined in  sec ­
t io n  3 4 0 1 (a )) .

N otw ith stan d in g  th e  provisions o f th is  
su b section , n o  declaration is  required if  th e  
estim ated  tax (as defined in  su b section  
( c ) ) can reasonably be expected to  be less 
th a n  $40.

[Sec. 6015(a) as am ended  by sec. 5, Act of 
Sept. 14, 1960 (Pub. Law 86-779, 74 Stat. 
1 0 0 0 )]

P a r . 3. P aragrap h  (a ) o f § 1.6015
( a ) - l  is  am en d ed  to  read  a s  fo llow s:

§ 1 .6 0 1 5 (a ) —1 D eclaration  o f  estim ated  
in com e tax by individuals.

(a) R e q u ir e m e n t— ( 1) T a x a b le  y e a rs  
b e g in n in g  a f te r  D e c e m b e r  31, 1960. 
W ith respect to  taxable years beginning 
a fte r December 31, 1960, a  declaration 
of estim ated income tax  by an  individual 
is no t required if th e  estim ated ta x  (as 
defined in  section 6015(c)) can reason ­
ably be expected to be less th a n  $40. In  

- all o ther cases a  declaration  shall be 
m ade by every citizen of th e  United 
S tates, w hether residing a t  home or 
abroad, every individual residing in  th e  
U nited S tates though not a  citizen th e re ­
of, every nonresident alien who is a 
resident of Canada, Mexico, or Puerto  
Rico and  who has wages subject to  w ith ­
holding a t  th e  source under section 3402, 
and  every nonresident alien who has 
been, or expects to be, a resident of 
Puerto Rico during the  entire taxable 
year, if— ‘ ,

(i) The gross income for the  taxable 
year can reasonably be expected to  
exceed—

(a )  $5,000, in the  case of—
(1) A single individual o ther th a n  a 

head of a household (as defined in  sec ­
tion  1 (b )(2 )) or a  surviving spouse (as 
defined in  section 2 (b ) ) ;

(2) A m arried  individual no t entitled 
under section 6015(b) to  file a jo in t 
declaration  w ith h is spouse; or

(3) A m arried  individual entitled  u n ­
der section 6015(b) to file a jo in t dec ­
la ra tion  w ith his spouse, bu t only if the 
aggregate gross income of such ind i ­
vidual and his spouse for th e  taxable 
year can  reasonably be expected to  ex ­
ceed $10,000; or

(b )  $10,000, in  the  case of—
(1) A head  of a  household (as defined 

in  section 1(b) (2 ) ) ;  or
(2) A surviving spouse (as defined in 

section 2 (b ) ) ;  or
(ii) T he gross income can reasonably 

be expected to  include more th a n  $200 
from  sources o ther th a n  wages (as de ­
fined in section 3401(a)).

(2) T a x a b le  y e a r s  b e g in n in g  b e fo re  
J a n u a r y  1, 1961. W ith  respect to  ta x ­
able years beginning before Jan u a ry  1, 
1961, a  declaration  of estim ated tax  shall 
be m ade by every citizen of th e  United 
States, w hether residing a t  home or 
abroad, every individual residing in  the 
U nited S ta tes though no t a  citizen 
thereof, every nonresident alien who is 
a  resident of C anada, Mexico, or Puerto 
Rico and  who has wages subject to  
w ithholding a t  th e  source under section 
3402, and  every nonresident alien who 
h as been, or expects to  be, a  resident of 
P uerto  Rico during th e  entire taxable 
year, if—

(i) The gross income for the  taxable 
year can reasonably be expected to con­
sist of wages (as defined in  section 
3401(a)) and of no t m ore th an  $ioo 
from  sources o ther th a n  such wages, 
and  can  reasonably be expected to 
exceed—

(a) $5,000, in  th e  case of a single in­
dividual o ther th a n  a head  of a house­
hold (as defined in section 1(b)(2)) or 
a surviving spouse (as defined in section 
2 (b )) or in  th e  case of a  m arried individ­
ual no t en titled  to  file a  jo in t declara­
tion  w ith his spouse;

(b) $10,000, in  th e  case of a head of 
a household (as defined in section 
1 (b )(2 )) or a  surviving spouse (as de­
fined in  section 2(b) ) ; or

(c) $5,000, in  th e  case of a  married 
individual entitled  under section 6015(b) 
to file a  jo in t declaration  w ith his spouse, 
and the  aggregate gross income of such 
individual and  h is spouse for the taxable 
year can reasonably be. expected to ex­
ceed $10,000; or

(ii) T he gross income can  reasonably 
be expected to  include m ore than  $100 
from  sources o ther th a n  wages (as de­
fined in  section 3401(a)) and can rea­
sonably be expected to  exceed the sum 
of—

(a) The am ount obtained by multi­
plying $600 by th e  num ber of exemp­
tions to which he is entitled under 
section 151 plus

(b) $400.

Because th is  Treasury decision makes 
only technical and  procedural changes, 
i t  is hereby found th a t  i t  is unnecessary 
to  issue th is  T reasury  decision with 
notice and public procedure thereon 
under section 4(a) of th e  Administrative 
Procedure Act, approved June 11, 1946, 
or subject to the  effective date limitation 
of section 4(c) of th a t  Act.
(68A S tat. 917; 26 U.S.C. 7805)

[Se a l ] Ch a r l e s  I . Fox,
A c tin g  C o m m issio ne r of 

I n te r n a l  Revenue.

Approved: December 23, 1960.

D a v i d  A. L i n d s a y ,
A c tin g  S e c r e ta r y  o f  th e  Treasury.

[F.R. Doc. 60-12083; Filed , Dec. 28, 1960;
8:49 a.m.]

SUBCHAPTER B— EST A T E A N D  GIFT TAXES 

[T.D. 6522]

P A R T  2 0 — EST A T E T A X ; ESTA TES OF 

D EC ED EN T S D Y I N G  A FT ER A U ­

G U ST  1 6 , 1 9 5 4

M isce l la n e o u s A m e n d m e n t s

O n October 1, 1960, a  notice of pro­
posed rule m aking was published in the 
F e d e r a l  R e g i s t e r  (25 F.R. 9408), with re­
spect to  conform ing th e  Estate ia  
R egulations (26 CFR P a rt 20) to sections 
66(c) and  206 (a ), (c), and (e) of Fuo- 
lic Law 85-866, approved September 
1958, relative to  th e  ra te  a t  which inter­
est is to  be paid on estate tax  ano 
the  paym ent in  installm ents of theesta 
tax  a ttribu tab le  to  inclusion in  the g 
estate of an  in terest in  a  closely

A fte r  c o n s id e r a t io n  o f a ll sucn
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terested persons regarding th e  ru les pro ­
posed, the regulations as so published are 
hereby adopted, subject to  th e  changes 
set forth below. Such regulations super ­
sede the tem porary regulations in  P a r t  
24 relating to  C ertain  E sta te  T ax M at­
ters under Small Business T ax Revision 
Act of 1958 (26 CPR 24.1-1).

P a r a g r a p h  T. Section 20.6166-1 is re ­
vised by changing paragraphs (a) and
(d) and by inserting a  new parag raph
(e) (3).

Pa r . 2. Section 20.6166-4 is revised by 
changing paragraphs (a) and  (b ) .
(68A Stat. 917; 26 U.S.C. 7805)

[ s e a l ] C h a r l e s  I. Pox,
A c t in g  C o m m iss io n e r  o f  

I n te r n a l  R e v e n u e .

Approved: December 23, 1960.

D a v id  A. L i n d s a y ,

A c tin g  S e c r e ta r y  o f  th e  T re a su ry .

In order to  conform  th e  E state  T ax 
Regulations (26 CFR P a r t  20) to  sections 
66(c) and 206 (a ), (c), and  (e) o f Public 
Law 85-866, approved Septem ber 2,1958, 
relative to the  ra te  a t  which in terest is 
to be paid on estate tax  and to  th e  pay ­
ment in installm ents of the  estate  tax  
attributable to inclusion in  th e  gross 
estate of an  in terest in  a  closely held 
business, such regulations are  am ended 
as follows:

Pa r a g r a ph  1. P arag rap h  (b )  of 
§ 20.6151-1 is amended b y  inserting  new 
subparagraph (3) to  read  as follows:

§ 20.6151—1 T im e and p lace fo r  paying  
lax shown on  the return.
* * * * *

(b) E x te n s io n  o f  t im e  fo r  p a y ­
ing. * * *

(3) In te r e s t in  a  c lo se ly  h e ld  b u s in ess . 
For provisions re la ting  to  paym ent in  
installments of the  estate tax  attribu tab le  
to inclusion in  th e  gross estate  of an  in ­
terest in a closely held business, see 
§§ 20.6166-1 through 20.6166-4.

Pa r . 2. Section 20.6161 is am ended b y  
revising subsection (a) (2 )  of section 6161  
and by adding a historical note to  read 
as follows:

§20.6161 Statutory provisions; ex ten ­
sion o f  tim e for p aying tax.

Se c . 6161. E x te n s io n  o f  t im e  f o r  p a y in g  
tax (a) A m o u n t d e te r m in e d  b y  ta x p a y e r  o n  
return. * * * _

(2) E sta te  ta x . I f th e  Secretary or h is  
delegate finds—

(A) That the paym ent, on  th e  due date,
^  ° i  th e  am ount determ ined by th e  

r 88 âx im posed by chapter 11, 
fnr+L That tlie  Paym ent, on  th e  date fixed 

e Payment of any in sta llm en t under  
iineiurti6166’ 0f any Part ° f  su ch  in sta llm en t 
to nr. i ”?  ?®y Part o f a deficiency prorated  
whiov. ° s*allm ent th e  date for paym ent of 
which had not arrived), or

dermLJh *t  th e Paym ent upon  n otice  and  
under « 5  any ^art of a deficiency prorated  
stalime^6 ?rovlsions of section  6166 to  in -  
h a d S r h ^ the d&te for Paym ent of w hich

1Xj  undue hardship to  th e  estate, 
reasonahut6n<! tlle  tim e for paym ent for a 
from the rin̂ 6rl0d n o t ln  excess o f 10 years

t o  nm'ToFZIZ? "y ’ ec tlo n  6151(a)

[Sec. 6161 as amended by sec. 206(c), Small 
Business Tax Revision Act 1958 (72 Stat. 
1684)]

P a r . 3. P arag rap h  (a) an d  (c) of 
§ 20.6161-1 are  am ended to  read  as 
follows:

§ 2 0 .6 1 6 1 —1 E xten sion  o f  tim e fo r  pay ­
in g  tax show n o n  th e return.

(a) In  any case w here th e  d istric t d i ­
rector finds th a t  paym ent on th e  due 
date of any p a r t  of the  tax  shown on th e  
re tu rn , o r paym ent of any p a r t of an  
installm ent under section 6166 (includ ­
ing any p a r t  of a  deficiency p rorated  to 
an  installm ent th e  da te  for paym ent of 
w hich had  no t arrived) on th e  date fixed 
for paym ent thereof, would impose u n ­
due hardsh ip  upon th e  estate, he m ay 
extend the  tim e fo r paym ent for a period 
or periods no t to exceed one year for any 
one period and  for all periods no t to 
exceed m ore th a n  10 years from  th e  date 
prescribed in  section 6151(a) for pay ­
m ent of th e  tax . See p arag raph  (a) of 
§ 20.6151-1. In  addition, if the  d istrict 
d irector finds th a t  paym ent upon notice 
and dem and of any p a r t  of a  deficiency 
p rorated  under th e  provisions of section 
6166 to installm ents th e  date  fo r pay ­
m en t of which had  arrived would impose 
undue hardsh ip  upon th e  estate, he m ay 
extend th e  tim e fo r paym ent for a sim i­
la r period or periods. *

* * * * *
(c) An application for such an  ex ten ­

sion m ust be in  w riting and m ust con ­
ta in , or be supported by, inform ation in 
a  w ritten  s ta tem ent declaring th a t  it  is 
m ade under penalties of perjury, showing 
th e  undue hardsh ip  th a t  would result to 
the  estate  if  th e  requested extension 
were refused. T he application, w ith th e  
supporting inform ation, m ust be filed 
w ith  th e  d istric t director. W hen re ­
ceived, i t  will be examined, and, if pos ­
sible, w ithin 30 days will be denied, 
granted , or ten tatively  g ran ted  subject 
to  ce rta in  conditions of which th e  execu ­
to r will be notified. The d istric t d irector 
will no t consider a n  application for such 
an  extension of tim e for paym ent of the  
tax  or of an  installm ent under section 
6166 (including any p a r t of a  deficiency 
prorated  to a n  installm ent the  date for 
paym ent of which had  no t arrived) u n ­
less th e  extension is applied fo r on or 
before th e  date fixed for paym ent of the 
tax  or the  installm ent. Sim ilarly, the  
d istric t d irector will no t consider an  ap ­
plication for such an  extension of tim e 
for paym ent of any p a r t of a  deficiency 
pro rated  under the  provisions of section 
6166 to installm ents the  date  for pay ­
m en t of which had  arrived, unless the 
extension is applied for on or before the  
date prescribed for paym ent of the  defi­
ciency as shown by th e  notice and  de ­
m and from  th e  d istric t director. I f  the 
executor desires to obtain  an  additional 
extension of tim e for paym ent of any 
p a r t of th e  tax  shown on the  re tu rn , or 
any p a r t  of an  installm ent under section 
6166 (including any  p a r t of a  deficiency 
p ro rated  to  an  in sta llm en t), i t  m ust be 
applied for on or before th e  da te  of the 
expiration  of th e  previous extension. 
The g ran ting  of th e  extension of tim e 
fo r paying th e  tax  is discretionary w ith

th e  d istric t director and  h is au thority  
will be exercised under such conditions 
as he  m ay deem  advisable. If, in  the  
m istaken belief th a t  an  esta te  satisfies 
th e  requirem ents of section 6166, th e  ex ­
ecutor, w ith in  th e  tim e prescribed in 
p arag raph  (e) of § 20.6166-1, files a  n o ti ­
fication of election to pay estate  tax  in  
installm ents, th e  notification of election 
to  pay tax  in  installm ents will be trea ted  
as a  timely filed application for an  ex ­
tension, under section 6161, of tim e for 
paym ent of th e  tax  if th e  executor so 
requests, in  writing, w ith in  a  reasonable 
tim e a fte r being notified by th e  d istric t 
director th a t  th e  estate  does no t satisfy 
th e  requirem ents of section 6166. A re ­
quest th a t  th e  election under section 
6166 be trea ted  as a  tim ely filed appli ­
cation  for an  extension under section 
6i61 m ust contain, or be supported by, 
inform ation in  a  w ritten  s ta tem ent de ­
claring th a t  i t  is m ade under penalties 
of perjury , setting  fo rth  th e  period of 
th e  extension requested, and  showing 
the  undue hardsh ip  th a t  would result 
if the  requested extension were refused.

P a r . 4. P arag rap h  (a) of § 20.6161-2 
is am ended to  read  as follows:

§ 2 0 .6 1 6 1 —2  E xten sion  o f  tim e for pay ­
in g  d eficien cy  in  tax.

(a) In  any case in  which the  d istrict 
d irector finds th a t  paym ent, on th e  date 
prescribed therefor, of any  p a r t  of a  
deficiency would impose undue hardship  
upon th e  estate , he m ay extend the  tim e 
for paym ent for a  period or periods no t 
to  exceed one year fo r any  one period 
an d  fo r all periods no t to  exceed four 
years from  th e  date prescribed fo r pay ­
m ent thereof. However, see § 20.6161-1 
for extensions of tim e fo r paym ent of th e  
p a r t of a  deficiency which is p rorated  to  
installm ents under th e  provisions of 
section 6166.

P a r . 5. Im m ediately a fte r § 20.6165-1 
the  following new  sections are  in serted :

§ 2 0 .6 1 6 6  Statutory p rovisions; ex ten ­
sion  o f  tim e fo r  p aym ent o f  estate  
tax  w here esta te  consists largely  o f  
in terest in  closely  h eld  business.

Se c . 6166. E x te n s io n  o f  t im e  f o r  p a y m e n t  
o f  e s ta te  ta x  w h e r e  e s t a t e  c o n s is t s  la r g e ly  o f  
i n t e r e s t  i n  c lo s e ly  h e ld  b u s in e s s — (a) E x te n ­

s io n  p e r m i t t e d .  I f  th e  value of an  in terest 
in  a closely  held  b usiness w h ich  is  included  
in  d eterm in ing th e  gross esta te  of a dece ­
d ent w ho was (a t th e  d ate  o f h is  d eath) a 
citizen  or resid en t o f th e  U n ited  S tates  
exceeds either—

(1) 35 percent of th e  value o f th e  gross 
esta te  o f su ch  decedent, or

(2) 50 percent o f th e  taxable estate of 
su ch  decedent,

th e  executor m ay elect to  pay part or all of 
th e  tax im posed by section  2001 in  tw o or 
more (b u t n o t exceeding 10) equal in s ta ll ­
m ents. Any su ch  e lection  sh a ll be made  
n ot later th a n  th e  tim e prescribed by section  
6075(a) for filin g  th e  return  o f su ch  tax  
(in c lu d in g  extensions th ereo f), and sh a ll be 
m ade in  su ch  m anner as th e  Secretary or h is  
d elegate sh a ll by regu lations prescribe. If 
an elec tion  under th is  sec tio n  is  m ade, th e  
provisions o f th is  su b title  shall apply  as 
th ou gh  th e  Secretary or h is  delegate were 
extending th e  tim e for p aym en t o f th e  tax. 
For purposes o f th is  section , value shall be 
value determ ined for Federal esta te  tax ' 
purposes.
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(b) L im i ta t io n .  The m axim um  am ou n t 
of tax  w hich  m ay be paid  in  in sta llm en ts  
as provided in  th is  sec tion  sh a ll be an  
am ou n t w h ich  bears th e  sam e ratio  to  th e  
tax  im posed b y section  2001 (reduced b y th e  
credits against su ch  tax ) as th e  value o f th e  
in terest In  a  closely  h e ld  b u sin ess w h ich  
qualifies under su b section  (a) bears to  th e  
va lu e of th e  gross esta te .

(c) C lo se ly  h e ld  "business. For purposes 
of th is  section , th e  term  “in terest in  a closely  

h eld  b u sin ess” m eans—
(1) An in terest as a proprietor in  a trade  

or b u sin ess carried on  as a  proprietorship.
(2) An in terest as a partner in  a partner ­

sh ip  carrying on  a trade or business, if—
(A) 20 p ercen t or more o f th e  to ta l cap i ­

ta l in terest in  su ch  partnership  is  included  
in  determ in in g th e  gross esta te  of th e  de ­
cedent, or

(B ) Such  partnership  had 10 or less  

partners,
(3) S tock  in  a  corporation carrying on  a  

trade or business, if—
(A) 20 percent or m ore in  value of th e  

votin g  stock  o f su ch  corporation is  included  
in  d eterm in in g  th e  gross esta te  o f th e  d ece ­
d en t, or

(B) Such  corporation had 10 or less 

shareholders.

For purposes o f th is  sub section , determ ina ­
t io n s sh a ll be m ade as o f th e  tim e  im m e ­
d ia tely  before th e  d eced en t’s  death .

(d ) S p e c ia l  r u le  f o r  in te r e s t s  i n  t w o  o r  

m o r e  c lo s e ly  h e ld  b u s in e s s e s .  For purposes  
of su b section s (a ) ,  (b ) , and ( h ) ( 1 ) ,  in ter ­
e sts in  tw o or more closely  held  businesses, 
w ith  resp ect to  each  o f w hich  th ere is  in ­
c lu ded  in  determ in in g th e  value o f th e  dece ­
d e n t’s gross esta te  more th a n  50 percent of 
th e  to ta l value o f  each  su ch  business, sh a ll 
be treated as an  in terest in  a sin gle  closely  
h eld  busin ess. For purposes o f th e  50-per ­
c en t requirem ent o f th e  preced ing sentence, 
an  in terest in  a closely  h eld  b u sin ess w hich  
represents th e  surviv ing spouse’s  in terest in  
property held  by th e  decedent and th e  sur ­
v iv in g  spouse as com m u n ity  property sh a ll 
be treated  as hav in g  been  included  in  deter ­
m in in g  th e  value o f th e  d eced en t’s gross 

estate.
(e) D a te  f o r  p a y m e n t  o f  in s ta l lm e n t s .  If 

an  elec tion  is  m ade under su b section  (a ) ,  
th e  first in sta llm en t sh a ll be paid  on  or 
before th e  date prescribed b y section  6151(a) 
for p aym en t o f th e  tax, and each  su cceed ing  
in s ta llm en t shall be paid  on  or before th e  
d ate w h ich  is  on e year after th e  date pre­
scribed by th is  su b section  for paym ent of 
th e  preceding in sta llm en t.

( f ) P r o r a t io n  o f  d e f ic ie n c y  t o  in s ta l lm e n t s .  

If an  e lec tion  is  m ade under su b section  (a ) 
to  pay any part o f th e  tax im posed by sec ­
t io n  2001 in  in sta llm en ts and a deficiency  
h as b een  assessed, th e  deficiency sh a ll (su b ­
jec t to  th e  lim ita tio n  provided by subsection  
( b ) ) be prorated to  su ch  in sta llm en ts. The  
part o f th e  deficiency so prorated to  any  
in sta llm en t th e  date for p aym en t o f w hich  
h as n o t arrived sh a ll be collected  a t th e  sam e 
tim e  as, and as a part o f, su ch  in sta llm en t. 
T he part o f th e  deficiency so prorated to  any  
in s ta llm en t th e  date for paym ent o f w hich  
has arrived sh a ll be paid  u p on  n otice  and  
dem and from  th e  Secretary or h is  delegate. 
T his su b section  sh a ll n o t  apply  if  th e  defi­
c iency  is  due to  n egligence, to  in ten tion a l 
disregard o f ru les and regu lations, or to  fraud  
w ith  in te n t to  evade tax.

(g) T im e  f o r  p a y m e n t  o f  in te r e s t .  If th e  
tim e for p aym en t of any am ou n t of tax has  
been extended  under th is  section , in terest 
payable under section  6601 on any unpaid  
portion o f su ch  a m ou n t sh a ll be paid  an ­
n u a lly  a t th e  sam e tim e as, and as a part 
of, each in sta llm en t paym ent of th e  tax. 
In terest, on  th a t  part o f a deficiency prorated 
under th is  section  to  any in sta llm en t the  
d ate for p aym en t of w h ich  has n o t arrived, 
for th e  period before th e  date fixed for th e  
la st in sta llm en t preceding th e  assessm ent of

th e  deficiency, sh a ll b e  paid  u p on  n o tice  and  
dem and from  th e  Secretary or h is  delegate. 
In  apply ing section  6601(b ) (rela tin g  to  th e  
ap p lication  o f th e  4-p ercen t rate o f in terest 
in  th e  case o f certa in  exten sion s o f t im e  to  
p ay esta te  tax ) in  th e  case o f a  deficiency, 
th e  en tire am ou n t w h ich  is  prorated to  in ­
s ta llm en ts under th is  section  sh a ll be treated  
as an  am ou n t o f tax  th e  p aym en t o f w hich  
is  extended  under th is  section .

(h ) A c c e le r a t io n  o f  p a y m e n t— (1) W i t h ­

d r a w a l o f  f u n d s  f r o m  b u s in e s s ; d is p o s i t io n  

o f  i n t e r e s t - ( A )  If—
(i) Aggregate w ithdraw als o f m oney and  

oth er property from  th e  trade or business, 
an  in terest in  w h ich  qualifies under su b sec ­
t io n  ( a ) , m ade w ith  respect to  su ch  in terest, 
equal or exceed 50 p ercen t o f th e  value of 
su ch  trade or business, or

(il)  50 percent or more in  value of an  
in terest in  a  c losely  h eld  b u sin ess w hich  
qualifies under su b section  (a ) is  d istributed, 
sold, exchanged, or otherw ise disposed of,

th en  th e  exten sion  o f tim e for paym ent of 
ta x  provided in  th is  section  sh a ll cease to  
apply, and any u n p aid  portion  o f th e  tax  
payable in  in sta llm en ts sh a ll be paid  upon  
n otice  and dem and from  th e  Secretary or h is  

delegate.
(B ) In  th e  case o f a d istrib u tion  in  

redem ption of stock  to  w h ich  section  303 (or 
so m u ch  of section  304 as rela tes to  section  

303) applies—
(i) Subparagraph (A) ( i)  does n o t apply 

w ith  respect to  w ithdraw als of m oney and  
other property d istributed; an d  for purposes 
of su ch  subparagraph th e  value of th e  trade 
or b usiness sh a ll be considered  to  be su ch  
value reduced by th e  a m ou n t of m oney and  
other property d istrib uted , and

(ii)  Subparagraph (A) ( i i)  does n o t apply 
w ith  respect to  th e  stock  redeemed; and for 
purposes o f su ch  subparagraph th e  in terest  
in  th e  closely  held  b u sin ess sh a ll be con ­
sidered to  be su ch  in terest reduced by the  
valu e o f th e  stock  redeemed.

T his subparagraph sh a ll apply on ly  if , on  
or before th e  d ate prescribed b y subsection
(e ) for p aym en t o f th e  first in sta llm en t  
w h ich  becom es due a fter th e  date o f th e  
d istrib u tion , th ere is  paid  an am ou n t o f th e  
ta x  im posed by section  2001 n o t less th a n  
th e  am ou n t of m oney and other property  

d istributed .
(C) Subparagraph (A) (i i)  does n o t apply  

to  an  exchange of stock  p u rsu an t to  a p lan  
of reorganization described in  subparagraph
(D ), (E ), or (F ) of section  3 6 8 (a )(1 )  nor  
to  an  exchange to  w h ich  section  355 (or so 
m u ch  of section  356 as rela tes to  sec tion  355) 
applies; b u t any stock  received  in  su ch  an  
exchange sh a ll be treated  for purposes of 
su ch  subparagraph as an  in terest qu alify in g  

under su b section  (a ) .
(D ) Subparagraph (A) ( i i)  does n o t apply  

to  a transfer o f property o f th e  d eced en t by  
th e  executor to  a person en titled  to  receive  
su ch  property under th e  deced en t’s  w ill or 
under th e  applicable law  o f d escen t and  
distrib u tion .

(2) U n d is tr ib u te d  in c o m e  o f  e s ta te .  (A) 
I f  an  elec tion  is  m ade under th is  section  and  
th e  esta te  has u n d istrib u ted  n e t in com e for  
any taxable year after its  fou rth  taxable  
year, th e  executor shall, o n  or before th e  
date prescribed by law  for filing th e  incom e  
tax  return for su ch  taxable year (in clu d in g  
exten sion s th ereo f), pay an  am ou n t equal 
to  su ch  u n d istrib u ted  n e t  incom e in  liq u id a ­
t io n  of th e  un p aid  portion o f th e  tax  payable  

in  in sta llm en ts.
(B) For purposes o f subparagraph (A ) , th e  

u n d istrib u ted  n e t  in com e of th e  esta te  for  
any taxable year is  th e  am ou n t b y  w h ich  th e  
distributab le n e t in com e o f th e  esta te  for  
such  taxable year (as defined in  section  643) 
exceeds th e  su m  of—

(i) T he am ou n ts for su ch  taxable year 
sp ec ified  in  paragraphs (1) and (2) o f section  
661(a) (relating  to  d ed u ction  for d istrib u ­
tion s, e tc .) ;

(i i)  T he a m ou n t o f  tax  im posed for the 
taxable year o n  th e  esta te  under chapter 1; 
an d

(iii)  T he am ou n t o f th e  Federal estate tax 
(in c lu d in g  in terest) paid  b y th e  executor 
d u rin g  th e  taxable year (other th an  any 
am ou n t paid  p u rsu an t to  th is  paragraph).

(3) F a ilu re  t o  p a y  in s ta l lm e n t .  I f any in­
s ta llm en t un d er th is  section  is n o t paid on 
or before th e  d ate fixed for its  payment by 
th is  section  (in clu d in g  any extension of time 
for th e  p aym en t o f su ch  in sta llm en t), the 
unpaid  portion o f th e  tax  payable in  install­
m en ts  sh a ll be paid  u p on  n otice  and demand 
from  th e  Secretary or h is delegate.

( i)  T r a n s it io n a l  r u le s— (1) I n  general 

If—
(A) A deficiency in  th e  tax Imposed by 

section  2001 is  assessed after th e  date of the 
en actm en t o f th is  section , and

(B ) T he esta te  qualifies under paragraph 
(1 ) or (2) o f su b section  (a) ,

th e  executor m ay e lec t to  pay th e  deficiency 
in  in sta llm en ts. T h is subsection  shall not 
apply  if  th e  deficiency is  due to  negligence, 
to  in ten tio n a l disregard o f rules and regula­
tion s, or to  fraud w ith  in te n t to  evade tax.

(2) T im e  o f  e le c t io n .  An election under 
th is  su b section  sh a ll be m ade n o t later than 
60 days a fter issu an ce o f notice and demand 
by th e  Secretary or h is  delegate for the pay­
m en t o f th e  deficiency, and shall be made in 
su ch  m anner as th e  Secretary or h is delegate 
sh a ll by regu lations prescribe.

(3 ) E ffe c t o f  e le c t io n  o n  p a y m e n t .  If an 
election  is  m ade under th is  subsection, the 
deficiency sh a ll (su b ject to  th e  limitation 
provided by su b section  ( b ) ) be prorated to 
th e  in sta llm en ts w h ich  w ould have been due 
if  an  e lec tion  had  been  tim ely  made under 
th is  sec tion  a t  th e  tim e th e  estate tax return 
w as filed . T he part o f th e  deficiency so 
prorated to  any in sta llm en t th e date for 
p aym en t o f w h ich  w ould  have arrived shall 
be paid  a t  th e  t im e  o f th e  making of the 
elec tion  under th is  subsection . The portion 
of th e  deficiency so prorated to  installments 
th e  d a te  for p aym en t o f which would not 
have so  arrived sh a ll be paid a t the time 
su ch  in sta llm en ts w ould  have been due if 
su ch  an  elec tion  had been made.

(4) A p p l ic a t io n  o f  s u b s e c t io n  ( h ) ( 2 ) .  In 
th e  case o f an  e lection  under th is subsection, 
su b section  (h ) (2) sh a ll n o t apply with re­
sp ect to  un d istrib u ted  n et'in co m e for any 
taxable year ending before January 1, 1960.

(J) R e g u la tio n s .  The Secretary or h is  
delegate sh a ll prescribe su ch  regulations as 
m ay be necessary  to  th e  application of this 
section .

(k ) C ro ss  re fe r e n c e s— (1) In te r e s t .  For 
provisions requiring th e  paym ent of interest 
a t th e  rate o f  4 percent per annum  for the 
period o f an  extension , see section  6601(b).

(2) S e c u r i ty .  For au th ority  of the Secre­
tary or h is  delegate to  require security in 
th e  case o f an  exten sion  under th is section, 
see section  6165.

(3) P e r io d  o f  l im i ta t io n .  For extension 
o f th e  period of lim ita tion  in  the case of 
an  exten sion  under th is  section, see section
6503(d ).

[Sec. 6166 as added by sec. 206(a) S m all 
B usiness Tax R evision Act 1958 (72  S ta t. 

1681) ]

§ 2 0 .6 1 6 6 -1  E xtension  o f tim e for pay­
m en t o f  estate tax where estate con­
sists largely  o f  in terest in closely he 
business.
) I n  g e n e ra l. Section 6166 provides 
where th e  value of an  interest io 

Losely held business, which is in" 
ed in  th e  gross estate of a deceden 

was a  citizen or resident of tne 
,ed S tates a t  th e  tim e of his death, 
>eds either (1) 35 percent °f J z .  
e of th e  gross estate, or (2) 50 P
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may elect to pay p a r t or all of th e  Fed ­
eral estate tax  in  installm ents. The 
election to pay th e  ta x  in  installm ents 
applies to  deficiencies in  tax  as well as 
to the tax  shown on th e  re tu rn , unless 
the deficiency is due to  negligence, to 
intentional disregard of rules and regu ­
lations, or to  fraud  w ith  in ten t to  evade 
tax. Except as otherw ise provided in 
section 6166 (i) and  § 20.6166-4, the  pro ­
visions of section 6166 and  th is  section 
apply only if th e  due date  of th e  re tu rn  
is after Septem ber 2, 1958. See
§20.6166-4 for special rules applicable 
where the decedent died a fte r August 
16, 1954, and th e  due date of th e  re tu rn  
was on or before Septem ber 2, 1958. See 
also § 20.6075-1 for th e  due da te  of the  
return, and § 20.6166-2 for definition of 
thé term “in terest in  a  closely held busi­
ness”. Since th e  election m ust be m ade 
on or before th e  due date  of th e  re tu rn , 
the provisions of section 6166 will not 
apply to a  deficiency in  a  case where, 
for whatever reason, no election was 
made to pay in  installm ents th e  tax  
shown on the re turn . However, see p a ra ­

graph (e) (3) of th is section concerning 
a protective election. T he general ad ­
m in istra tive provisions of subtitle F  of 
th e  Code are  applicable in  connection 
w ith an  election by th e  executor to  pay 
th e  estate  tax  in  installm ents in  the 
sam e m anner in  which they are  applied 
in  a  case w here an  extension of tim e 
under section 6161 is g ran ted  fo r pay ­
m en t of th e  tax. See parag raph  (a) of 
§ 20.6165-1 for provisions requiring the  
furnishing of security for th e  paym ent 
of the  tax  in  cases w here an  extension 
is gran ted  under section 6161.

(b) L im i ta t io n  o n  a m o u n t  o f  t a x  p a y ­

a b le  in  in s ta llm e n ts .  The am ount of 
estate tax  which th e  executor m ay elect 
to  pay in installm ents is lim ited to  an  
am ount A, which bears th e  sam e ra tio  to 
B (the gross Federal esta te  tax, reduced 
by th e  credits authorized by sections 
2011 through 2014 and any death  tax  
convention) as C (the value of th e  in ­
te rest in  a  closely held business which is 
included in  th e  gross estate) bears to 
D (the value of th é  gross e s ta te ) . S ta ted  
algebraically, th e  lim itation  (A) equals

Value of interest in  a closely  h eld  business
which is  included in  th e  gross esta te  (C) . . . .  . . .  ,. . ..

________________ ______ - — ——------- ------x  Gross Federal estate  tax  reduced by th e  credits
Value of gross estate (D ) authorized by section s 2011 th rou gh  2014 and

any d eath  ta x  con ven tion  ( B ) .

The executor m ay elect to  pay in  in ­
stallments an  am ount less th a n  th e  
amount computed under th e  lim itation 
in this paragraph. F or example, if the  
total estate tax  payable is $100,000 and  
the amount computed under th e  lim ita ­
tion in this paragraph  is $60,000, th e  
executor may elect to  pay in  installm ents 
some lesser sum such as $30,000, in  which 
event the executor m ust pay $73,000 to  
the district director on or before th e  date 
prescribed by section 6151(a) fo r pay ­
ment of the tax . Of such paym ent, 
$70,000 represents tax  which th e  exec ­
utor either could no t elect to  pay in  in ­
stallments or did no t choose to  so elect, 
and $3,000 represents a  paym ent of th e  
first installment of th e  tax  which th e  
executor elected to  pay in  installm ents.

(c) Number of installments and dates 
for payment. The executor m ay elect to  
pay part or all of th e  tax  (determ ined 
after application of th e  lim itation  con ­
tained in paragraph (b) of th is section) 
in two or more, bu t no t exceeding 10, 
equal annual installm ents. T he first in ­
stallment shall be paid on or before the 
date prescribed by section 6151(a) for 
payment of the tax  (see parag raph  (a) 
of §20.6151-1) , and each succeeding in ­
stallment shall be paid on or before the  
date which is one year a fte r th e  date 
Prescribed for the paym ent of th e  p re ­
ceding installment. See § 20.6166-3 for 
the circumstances under which th e  
privilege of paying th e  tax  in  in sta ll ­
ments will term inate.

(d) Deficiencies. The am ount of a  de ­
ficiency which m ay be paid in  in sta ll ­
ments shall not exceed th e  difference be ­
tween the am ount of tax  which the 
a ^ u to r  elected to  pay in  installm ents 
ana the maximum am ount of tax  (deter ­
mined under paragraph  (b) of th is  sec- 
p w  JY*1*0*1 the  executor could have 

ected to pay in  installm ents on th e  basis 
a return which reflects th e  ad ju s t ­

m ents which resulted in  th e  deficiency. 
T his am ount is th en  pro rated  to  th e  in ­
stallm ents in  which th e  executor elected 
to  pay th e  tax. T he p a r t  of th e  deficiency 
pro rated  to  installm ents no t yet due shall 
be paid  a t  th e  sam e tim e as, and  as a 
p a r t  of, such installm ents. T he p a r t  of 
th e  deficiency p ro rated  to installm ents 
already paid  or due shall be paid  upon 
notice and  dem and from  th e  d istric t di ­
rector. A t th e  tim e th e  executor re ­
ceives such notice and dem and he  may, 
of course, prepay th e  portions of th e  de ­
ficiency w hich have been pro rated  to 
installm ents no t yet due. See paragraph
(h) of th is section.

(e) N o tic e  o f  e le c tio n — (1) F ilin g  o f  
n o tic e . T he notice of election to  pay the  
estate ta x  in  installm ents shall be filed 
w ith th e  d istric t d irector on or before 
th e  due date of the  re tu rn . However, if 
th e  due date  of th e  re tu rn  is a fte r Sep ­
tem ber 2, 1958, bu t before November 3, 
1958, th e  election will be considered as 
tim ely m ade if th e  notice is filed w ith 
the  d istric t d irector on or before Novem­
ber 3, 1958. See § 20.6075-1 fo r th e  due 
date of th e  re tu rn .

(2) F o rm  o f  n o tic e . The notice of 
election to pay th e  estate  tax  in  insta ll ­
m ents m ay be in th e  form  of a le tter 
addressed to th e  d istrict director. The 
executor shall s ta te  in  th e  notice the 
am ount of tax  which he elects to  pay in 
installm ents, and  th e  to ta l num ber of 
installm ents (including th e  installm ent 
due 15 m onths a fte r the  date of the  de ­
cedent’s death) in  which he elects to  pay 
the  tax. The properties in  th e  gross 
esta te  which constitu te th e  decedent’s 
in terest in  a closely held  business should 
be listed in  the  notice,, and  identified by 
th e  schedule and  item  num ber a t which 
they  appear on th e  esta te  tax  re turn . 
T he notice should set fo rth  the  facts 
which form ed the  basis fo r th e  executor’s 
conclusion th a t  th e  estate qualifies for

th e  paym ent of th e  estate tax  in 
installm ents.

(3) P r o te c tiv e  e le c tio n . In  a  case 
where th e  esta te  does no t qualify under 
section 6166(a) on th e  basis of th e  values 
as re turned, or w here th e  re tu rn  shows 
no tax  as due, an  election m ay be made, 
contingent upon th e  values as finally de ­
term ined m eeting th e  percentage re ­
quirem ents set fo rth  in  section 6166(a), 
to  pay in  installm ents any portion  of the 
estate  tax , including a  deficiency, which 
m ay be unpaid a t  th e  tim e of such final 
determ ination and  which does no t ex ­
ceed the  lim itation  provided in  section 
6166(b). T he protective election m ust 
be m ade on or before th e  due date  of the 
re tu rn  and  should s ta te  th a t  i t  is a pro ­
tective election. In  th e  absence of a 
s ta tem en t in  the protective election as 
to  th e  am ount of tax  to  be paid in  in ­
stallm ents and  th e  num ber of in sta ll ­
m ents, th e  election will be presum ed to 
be m ade fo r th e  m axim um  am ount so 
payable and  fo r th e  paym ent thereof in 
10 equal annual installm ents, th e  first 
of w hich would have been due on the 
da te  prescribed in  section 6151(a) for 
paym ent of th e  tax . T he unpaid  portion 
of th e  tax  which m ay be paid in  in sta ll ­
m ents is p ro rated  to  th e  installm ents 
which would have been due if  th e  p ro ­
visions of section 6166(a) h a d  applied 
to  th e  tax , if any, shown on th e  re tu rn . 
T he p a r t of th e  unpaid  portion  of th e  tax  
so pro rated  to  installm ents th e  da te  for 
paym ent of which would no t have a r ­
rived before th e  deficiency is assessed 
shall be paid a t  th e  tim e such in sta ll ­
m ents would have been due. T he p a r t 
of the  unpaid  portion  of th e  tax  so p ro ­
ra ted  to  any  installm ent th e  date for 
paym ent of which would have arrived 
before th e  deficiency is assessed shall be 
paid upon receipt of notice and  dem and 
from  th e  d istric t director. A t th e  tim e 
th e  executor receives such notice and 
dem and he  may, of course, prepay the  
unpaid  portions of th e  tax  which have 
been pro rated  to  installm ents no t yet 
due. See parag rap h  (h) of th is  section.

(f) T im e  fo r  p a y in g  in te r e s t .  Under 
the provisions of section 6601, in terest 
a t the  ra te  of 4 percent per annum  shall 
be paid on th e  unpaid  balance of the  
estate  tax  which th e  executor h as elected 
to pay in  installm ents, and on th e  unpaid 
balance of any deficiency p rorated  to the 
installm ents. In te res t on such unpaid 
balance of esta te  tax  shall be paid a n ­
nually a t  th e  sam e tim e as, and  as a p a rt 
of, each installm ent of th e  tax . Accord ­
ingly, in terest is com puted on th e  en tire  
unpaid  balance fo r th e  period from  the 
preceding installm ent date  to the  cu rren t 
installm ent date, and is paid w ith the 
cu rren t installm ent. In  m aking such a 
com putation, proper ad justm en t shall be 
m ade for any advance paym ents made 
during the  period, w hether the  advance 
paym ents are voluntary or are brought 
about by the  operation of section 
6166(h)(2). In  com puting the  annual 
in terest paym ent, th e  portion  of any de ­
ficiency which is p ro rated  to installm ents 
the  date for paym ent of which has not 
arrived shall be added to  th e  unpaid 
balance a t th e  beginning of th e  annual 
period during which th e  assessm ent of 
the  deficiency occurs. In te res t on such
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portion  of the deficiency for th e  period 
from  the original due date of the  tax  
to the  date fixed for the  paym ent of th e  
last installm ent preceding th e  date  of 
assessm ent of a deficiency shall be paid 
upon notice and dem and from  the  
d istrict director. Any extension of tim e 
under section 6161(a) (2) (on account of 
undue hardsh ip  to  the  estate) for pay ­
m en t of an  installm ent will no t extend 
the  tim e for paym ent of th e  in terest 
which is due on th e  installm ent date;

(g) E x te n s io n s  o f  t im e  fo r  p a y m e n t  in  
h a r d s h ip  cases. The provisions of sec ­
tion  6161, under which extensions of 
tim e m ay be g ran ted  for paym ent of 
estate tax  in  cases involving undue h a rd ­
ship, apply to  both th e  portion  of th e  tax  
which m ay be paid  in  installm ents under 
section 6166 and th e  portion  of the  tax  
which is no t so payable. Therefore, in 
a  case involving undue hardship , the 
executor m ay elect under section 6166 
to  pay in  installm ents th e  portion of th e  
tax  which is a ttribu tab le  to  the  in terest 
in  th e  closely held business and, in  addi ­
tion, m ay file an  application under sec ­
tion  6161 fo r a n  extension of tim e to  pay 
both th e  portion  of th e  tax  which is no t 
a ttribu tab le  to th e  in terest in  the 
closely held business and  such of th e  
installm ents as are payable w ith in  the  
period of th e  requested extension. If 
an  executor files a  notice of election to 
pay th e  tax  in  installm ents and  th e re ­
a f te r i t  is determ ined th a t  the  estate 
does no t qualify fo r th e  privilege of pay ­
ing th e  tax  in  installm ents, th e  executor 
is no t deprived of the  rig h t to request an  
extension under section 6161 of tim e 
for paym ent of th e  tax  to  which the 
purported  e l e c t i o n  applied. See 
§ 20.6161-1 for th e  circum stances under 
which a  timely filed election to  pay the  
tax  in  installm ents will be trea ted  as a 
tim ely filed application fo r an  extension 
of tim e to  pay th e  tax  on account of 
undue hardsh ip  to th e  estate.

(h) P r e p a y m e n ts .  V oluntary p r e ­
paym ent m ay be m ade a t  any tim e of 
all, or of any p art, of th e  unpaid portion 
of th e  tax  (including deficiencies) pay ­
able in  installm ents. V oluntary p re ­
paym ents shall be applied in . paym ent 
of such installm ents, installm ent, or 
p a r t of an  installm ent as th e  person 
m aking the  prepaym ent shall designate. 
For purposes of th is  paragraph , a  pay ­
m en t described in  parag raph  (d)(2) of 
§ 20.6166-3 of tax  in  an  am ount no t less 
th a n  th e  am ount of money o r o ther 
property distributed  in  a  section 303 
redem ption is considered to  be a volun ­
ta ry  prepaym ent to th e  ex ten t paid be ­
fore th e  date prescribed for paym ent of 
th e  first installm ent a fte r th e  redem p ­
tion  or, if paid on th e  date  prescribed 
for paym ent of such installm ent, to the 
ex ten t it exceeds the  am ount due on the 
installm ent. See parag raph  (b) (3) of 
§ 20.6166-3 for th e  application to be 
m ade of the  prepaym ent required by 
section 6166(h) (2).

§ 2 0 .6 1 6 6 —2 D efin ition  o f  an in terest in  
a closely  held  busin ess.

(a) I n  g en e ra l. For purposes of 
§§ 20.6166-1, 20.6166-3, and  20.6166-4, 
the  term  “in terest in  a closely held busi­
ness” m eans

(1) An in terest as a p roprietor in  a 
trad e  or business carried  on as a  
proprietorship.

(2) An in terest as a  p a rtn e r in  a p a r t ­
nership carrying on a  trad e  or business 
if 20 percent or m ore of the  to ta l capital 
in terest in  th e  partnersh ip  is included 
in  determ ining th e  decedent’s gross 
estate or if the  partnersh ip  had  10 or 
less partners.

(3) Stock in a  corporation carrying 
on a trad e  or business if 20 percent or 
more in  value of th e  voting stock of the 
corporation is included in  determ ining 
the  decedent’s gross estate  or if th e  cor ­
poration  had  10 or less shareholders.

(b) N u m b e r  o f  p a r tn e r s  o r  s h a r e ­

h o ld e r s . T he num ber of p artn e rs  of the 
partnersh ip  or shareholders of the  cor ­
poration  is determ ined as of th e  tim e 
im m ediately before th e  decedent’s death. 
W here an  in terest in  a  partnersh ip , or 
stock in  a  corporation, is th e  commu­
n ity  property  of husband and  wife, both 
th e  husband and  th e  wife are counted 
as p artn e rs  or shareholders in  arriving 
a t th e  num ber of partners  or sharehold ­
ers. Sim ilarly, if stock is held by co­
owners, ten an ts  in  common, tenan ts  by 
the  entirety , or jo in t tenan ts, each co­
owner, ten an t in  common, te n a n t by the  
entirety , or jo in t te n a n t is counted as a 
shareholder.

(c) C a rry in g  o n  a  tr a d e  o r  b u s in ess . 
(1) In  order for th e  in terest in  a  p a r t ­
nership  or th e  stock of a corporation 
to  qualify as an  in terest in  a closely 
held business it  is necessary th a t  the  
partnersh ip  or th e  corporation be en ­
gaged in  carrying on a  trad e  or business 
a t  the  tim e of th e  decedent’s death. 
However, it is no t necessary th a t  all th e  
assets of the partnersh ip  or th e  corpora ­
tion  be utilized in  th e  carrying on of 
th e  trad e  or business.

(2) In  the  case of a  trade  or business 
carried on as a proprietorship, the  in te r ­
est in  th e  closely held business includes 
only those assets of the  decedent which 
were actually  utilized by him  in  th e  trad e  
or business. Thus, if a  building was used 
by th e  decedent in  p a r t  as a  personal 
residence and in  p a r t for the  carrying 
on of a  m ercantile business, th e  p a r t of 
th e  building used as a residence does not 
form  any p a r t of th e  in terest in  the 
closely held business. W hether an  asset 
will be considered as used in  th e  trad e  or 
business will depend on the  facts and 
circum stances of th e  particu la r case. 
For example-, if a bank account was held 
by th e  decedent in  his individual nam e 
(as distinguished from  the  trad e  or busi­
ness nam e) and it can  be clearly shown 
th a t  th e  am ount on deposit represents 
working capital of the  business as well 
as nonbusiness funds (e.g., receipts from  
investm ents, such as dividends and in ­
terest) , th en  th a t  p a r t of the am ount on 
deposit which represents working capital 
of the  business will constitu te a  p a r t of 
th e  in terest in  the  closely held business. 
On th e  o ther hand , if a bank account is 
held by th e  decedent in  the  trad e  or 
business nam e and i t  can  be shown th a t  
the  am ount represents nonbusiness funds 
as well as working capital, th e n  only th a t  
p a r t of th e  am ount on deposit which 
represents working capita l of th e  business 
will constitu te a  p a r t  of th e  in terest in

th e  closely held business. In  a  case 
w here an  in terest in  a  partnership or 
stock of a  corporation qualifies as an in ­
te rest in  a  closely held business, the 
decedent’s en tire  in terest in  the  partner ­
ship, or th e  decedent’s entire holding of 
stock in th e  corporation, constitutes an 
in terest in  a  closely held business even 
though a  portion  of the  partnership or 
corporate assets is used for a purpose 
o ther th a n  th e  carrying on of a trade 
or business.

(d) I n te r e s ts  in  tw o  or m o re  closely 
h e ld  b u s in esse s . For purposes of para ­
g raphs (a) and  (b) of § 20.6166-1 and 
paragraphs (d) and (e) of § 20.6166-3, 
in terests in  two or m ore closely held 
businesses shall be trea ted  as an  interest 
in  a  single closely held business if more 
th a n  50 percent of th e  to ta l value of each 
such business is included in  determining 
th e  value of th e  decedent’s gross estate. 
For th e  purpose of th e  50 percent re ­
quirem ent set fo rth  in  the  preceding 
sentence, an  in terest in  a  closely held 
business which represents the  surviving 
spouse’s in terest in  community property 
shall be considered as having been in­
cluded in  determ ining th e  value of the 
decedent’s gross estate.

§ 2 0 .6 1 6 6 —3 A cceleration  o f  payment.

(a) I n  g e n e ra l. Under the circum­
stances described in  th is section all or a 
p a r t of th e  tax  which the  executor has 
elected to  pay in  installm ents shall be 
paid before the  dates fixed for payment 
of the  installm ents. Upon an estate’s 
having undistributed  ne t income de­
scribed in  p arag raph  (b) of this section 
for any taxable year afte r its fourth  tax­
able year, th e  executor shall pay an 
am ount equal to  such undistributed net 
income in  liquidation of the unpaid por­
tion  of the  tax  payable in  installments. 
Upon th e  happening of any of the events 
described in  paragraphs (c), (d), and
(e) of th is section, any unpaid portion 
of th e  tax  payable in  installm ents shall 
be paid upon notice and demand from 
th e  d istric t director.

(b ) U n d is tr ib u te d  n e t  in co m e  o f es ­

ta te .  (1) I f  a n  e s t a te  h a s  u n distributed
net income for any taxable year after 
its fou rth  taxable year, the executor 
shall pay an  am ount equal to such un­
d istributed ne t income in liquidation of 
th e  unpaid  portion of the tax  payable 
in  installm ents. The am ount shall be 
paid to th e  d istrict director on or before 
th e  tim e prescribed for th e  filing of the 
esta te’s income tax  re tu rn  for such tax­
able year. For th is purpose extensions 
of tim e gran ted  for the  filing of the in­
come tax  re tu rn  are taken into consid­
eration  in  determ ining the time pre­
scribed for filing the  re tu rn  and mak­
ing such paym ent. In  determining tne 
num ber of taxable years, a short taxao e 
year is counted as if it were a full tax 
able year. .

(2) The term  “undistributed net in­
come” of th e  estate for any taxable yea 
for purposes of th is section is the amo 
by which the  distributable net income o 
th e  estate, as defined in section 643,
ceeds the  sum of— ' 4

(i) The am ount for such y ea r  speci
fled in  section 661(a) (1) aI^  ^

(ii) T he am ount of the Federal _m- 
nnmp t.n.x imnosed on the estate for
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taxable year under chap te r 1 of the  
Code, and

dii) The am ount of th e  Federal estate 
tax, including in terest thereon, paid  for 
the estate during such taxable year 
(other th an  any am ount paid  by reason 
of the application of th is  acceleration 
rule).

(3) The paym ent described in  sub- 
paragraph (1) of th is p a rag raph  shall 
be applied against th e  to ta l unpaid  po r ­
tion of the tax  w hich th e  executor elect­
ed to pay in installm ents, and  shall be 
divided equally am ong th e  installm ents 
due after th a d a te  of such paym ent. T he 
application of th is subparagraph  m ay be 
illustrated by th e  following example:

E xam ple. The d ecedent d ied  on  January  
1, 1959. The executor elects under section  
6166 to  pay tax in  th e  am ou n t o f $100,000 
in 10 insta llm ents o f $10,000. T he first in ­
stallment is  due on April 1, 1960. The esta te  
files its Income tax  returns on  a calendar  
year basis. For its  fifth  taxable year (ca len ­
dar year 1963) i t  has u n d istr ib u ted  n e t  in ­
come of $6,000. I f  th e  prepaym ent o f $6,000 
required by section  6166(h) (2) (A) ,  and  due  
on or before April 15, 1964, is  paid  before th e  
fifth Installment (due April 1, 1964), th e  
$6,000 is apportioned eq u ally  am ong in ­
stallments 5 through  10, leaving $9,000 as 
the amount due on  each  o f  su ch  in s ta ll ­
ments. However, i f  th e  prepaym ent o f $6,000 
is paid after th e  fifth  in sta llm en t, i t  is  ap ­
portioned equally am ong In sta llm en ts 6 
through 10, leaving $8,800 as th e  am ou n t due  
on each of such  in sta llm en ts.

(c) F ailure to  p a y  in s ta l lm e n t  o n  o r  
before due d a te . I f  any installm ent of 
tax is not paid on or before th e  date 
fixed for its paym ent (including any ex ­
tension of tim e for th e  paym ent th e re o f), 
the whole of th e  unpaid  portion  of th e  
tax which is payable in  installm ents be ­
comes due and shall be paid  upon notice 
and demand from  th e  d istric t director. 
See paragraph (c) of § 20.6166-1 fo r th e  
dates fixed for th e  paym ent of in sta ll ­
ments. See also § 20.6161-1 fo r th e  c ir ­
cumstances under which an  extension 
of time for the paym ent of an  installm ent 
will be granted.

(d) W ith d ra w a l o f  f u n d s  f r o m  b u s i-. 
ness, (l) in  any case w here money or 
other property is w ithdraw n from  the  
trade or business and  th e  aggregate 
withdrawals of money o r o ther property 
equal or exceed 50 percent of th e  value 
of the trade or business, th e  privilege 
of paying the tax  in  installm ents te rm i ­
nates and the whole of th e  unpaid  po r ­
tion of the tax  which is payable in  in ­
stallments becomes due and  shall be 
Paid upon notice and  dem and from  the 
district director. T he w ithdraw als of 
nioney or other property from  th e  trade  
or business m ust be in  connection w ith 
tne interest therein included in  th e  gross 
estate, and m ust equal or exceed 50 per- 
ent of the value of the  en tire  trad e  or 
usmess (and not ju s t 50 percent of the  
aiue of the in terest there in  included in

h. esta te ). The w ithdraw al m ust 
prtw ^rawal °* money or o ther prop- 
pih- » » constitutes “included prop- 

within the m eaning of th a t  term
s used in paragraph (d) of § 2 0 .2 0 3 2 -1 

annit,P+OV̂ ons th is section do not 
n fw  the w ithdraw al of money oi 
clnrtorfi)r0per ŷ which constitutes “ex- 
that t  Property” w ithin th e  m eaning oi 

cim as used in such paragraph  ( d ) ,

(2) I f  a  distribution in  redem ption of 
stock is (by reason of th e  provisions of 
section 303 or so m uch of section 304 
as re la tes to  section 303) trea ted  fo r in ­
come tax  purposes as a  distribution in  
fu ll paym ent in  exchange fo r th e  stock 
so redeemed, th e  am ount of such d is tri ­
bu tion is no t counted as a  w ithdraw al of 
money or o ther property m ade w ith re ­
spect to  th e  decedent’s in terest in  the  
trad e  or business fo r purposes of d e ter ­
m ining w hether th e  w ithdraw als of 
money or o ther property  m ade w ith re ­
spect to  th e  decedent’s in terest in  the  
trad e  or business equal or exceed 50 p e r ­
cen t of th e  value of th e  trad e  or business. 
However, in  th e  case described in  the  
preceding sentence the  value of the  trade  
or business fo r purposes of applying the 
ru le se t fo rth  in  subparagraph  (1) of 
th is  p a rag raph  is th e  value thereof re ­
duced by th e  proportionate p a r t thereof 
which such d istribution represents. The 
proportionate p a r t  of th e  value of the 
trad e  or business which th e  distribution 
represents is determ ined a t  th e  tim e of 
th e  distribution, bu t th e  reduction in  the  
value of th e  trad e  o r business represented 
by i t  re la tes back to  th e  tim e of th e  de ­
cedent’s death , o r th e  a lte rn a te  valua ­
tion  date  if a n  election is m ade under 
section 2032, fo r purposes of determ ining 
w hether o ther w ithdraw als w ith  respect 
to th e  decedent’s in terest in  th e  trad e  or 
business constitu te w ithdraw als equaling 
or exceeding 50 percent of th e  value of 
th e  trad e  or business. See example (3) 
of p a rag raph  (e) (6) of th is section for 
illustra tion  of th is  principle. The ru le 
s ta ted  in  th e  first sentence of th is sub- 
parag raph  does no t apply unless a f te r  the  
redem ption, bu t on o r before th e  date

prescribed fo r paym ent of th e  first in ­
s ta llm en t which becomes due a f te r  the  
redem ption, th e re  is paid  a n  am ount of 
esta te  tax  no t less th a n  th e  am ount of 
money or o ther property  distributed. 
W here there  are a  series of section 303 
redem ptions, each redem ption is trea ted  
separately  and  th e  fa ilu re of one re ­
dem ption to  qualify under th e  rule 
sta ted  in  the  first sentence of th is  sub- 
parag raph  does no t necessarily m ean 
th a t  ano ther redem ption will no t qualify.

(3) The application of th is  paragraph  
m ay be illustra ted  by th e  following ex ­
amples, in  each of which th e  executor 
elected to. pay th e  estate tax  in in sta ll ­
m ents :

E x a m p le  ( 1 ) . A, w ho died  on  Ju ly  1, 1957, 
owned an 80 percent in terest in  a  partner ­
sh ip  w hich  qualified as an  in terest in  a 
closely  h eld  business. B  ow ned th e  other 20 
percent in terest in  th e  partnership . On the  
date o f A’s d ea th  th e 'v a lu e  o f th e  business  
was $200,000 and th e  value o f A’s in terest 
th erein  was in cluded  in  h is  gross esta te  at 
$160,000. On October 1 ,1958, w hen th e  value  
of th e  b usiness was th e  sam e as a t A’s death , 
th e  executor w ithdrew  $80,000 from  th e  b u si ­
ness. On D ecember 1, 1958, w h en  th e  value  
o f th e  rem ain in g portion  o f  th e  b u sin ess was 
$160,000, th e  executor w ithdrew  $20,000 from  
th e  business and B w ithdrew  $10,000. On 
February 1, 1959, w h en  th e  value o f th e  th en  
rem ain in g portion  o f th e  business wafe 
$150,000 th e  executor w ithdrew  $15,000. The  
w ithdraw als o f m oney or other property from  
th e  trade or b u sin ess w ith  respect to  the  
in terest th erein  in cluded  in  th e  gross estate  
are considered as n o t h avin g equaled or ex ­
ceeded 50 percent o f  th e  value o f th e  trade  
or bu sin ess u n t i l February 1, 1959. The 
executor is  considered  as h av in g  w ithdraw n  
40 percent of th e  value o f th e  trade or b u si ­
ness on  October 1, 1958, com puted  as fo llo w s:

$80,000 (w ithdraw al)
$200,000 (value o f trade or b u sin ess a t tim e o f w ithdraw al) p ercen t—40 percent

Im m ediately  fo llow in g  th e  October w ith - h avin g w ithdraw n 7.5 p ercen t o f th e  value  
drawal th e  rem ain ing portion o f th e  b usiness o f th e  trade or b u sin ess on  Decem ber 1, 
represents 60 p ercen t o f th e  value o f th e  1958, and B as h avin g w ithdraw n 3.75 percent 
trade or b usiness in  ex istence a t th e  tim e  of th e  value th ereof a t  th a t  tim e, com puted  
of A’s d ea th  (100 percent less 40 percent as fo llow s: 
w ith d raw n ). T he executor is  considered  as

Executor’s w ithdraw al—

$20,000 (w ithdraw al)
$160,000 (value of trade or b u sin ess at tim e o f w ithdraw al) p ercen t—7.5 percent 

B ’s w ithdraw al—

$10,000 (w ithdraw al)
$160,000 (value of trade or bu sin ess a t  tim e of w ithdraw al) X ' °  P ercen t= 3 .75  percent

Im m ediately  fo llow ing th e  Decem ber w ith ­
drawal th e  th en  rem ain in g portion o f th e  
b usiness represented  48.75 percent o f th e  
value o f th e  trade or b usiness in  existence  
a t th e  tim e o f A’s d eath  (100 percent le ss  
40 percent w ithdraw n by executor in  October, 
7.5 percent w ithdraw n by executor in  D ecem ­
ber, and 3.75 percent w ithdraw n by B in  
D ecem ber). I t  should  be noted  th a t w hile  
a t  th is  p o in t th e  to ta l w ithdraw als by th e  
executor and B from  th e  trade or business 
exceed 50 percent of th e  value thereof, th e

aggregate of th e  w ithdraw als by th e  execu ­
tor were less th a n  50 percent o f th e  value  
of th e  trade or business. A lso i t  should  be 
n oted  th a t  w h ile  th e  to ta l w ithdraw als by 
th e  executor exceeded 50 percent of th e  
value of A’s in terest in  th e  trade or business, 
th ey  did  n o t exceed 50 percent o f th e  value  
of th e  en tire  trade or b usiness. T h e executor  
is  considered as h av in g  w ithdraw n 4.875 
percent o f th e  value o f  th e  trade or b usiness 
on  February 1, 1959, com puted as fo llow s:

$15,000 (w ithdraw al)
$150,000 (value o f trade or b usiness a t tim e o f w ithdraw al) x  48,75 p ercen t=4 .875  percent

As o f February 1, 1959, th e  to ta l w ithdraw als E x a m p le  ( 2 ) .  The d eced en t’s  40-percent 
from th e  trade or b usiness m ade w ith  re- in terest in  th e  XYZ partnership  con stitu ted  
sp ect to  A’s in terest th erein  was 52.375 per- an  in terest in  a  c losely  h eld  business. Since  
cen t o f th e value o f th e  trade or business. th e  d eced en t’s  in terest in  th e  closely  held
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b usiness am ounted  to  less th a n  50 percent o f  
th e  value o f th e  busin ess, m oney or other  
property equaling or exceeding 50 percent o f  
th e  value of th e  bu sin ess cou ld  n o t be w ith ­
drawn from  th e  d ecedent’s  in terest in  th e  
business. Therefore, w ithdraw als o f m oney  
or other property from  th is  trade or b usiness  
never w ould accelerate th e  p aym en t o f th e  
tax under th e  provisions o f th is  paragraph.

E x a m p le  ( 3 ) .  The decedent d ied  on  Sep ­
tem ber 1, 1957. He ow ned 100 shares o f B  
Corporation (th e  to ta l num ber of shares o u t ­
s tan d in g  a t  th e  tim e o f h is  d eath) and a 75 
percent in terest in  a partnership  of w h ich  C 
was th e  other partner. T he B Corporation  
stock  and th e  in terest in  th e  partnership  to ­
gether m ake u p  th e  in terest in  th e  closely  
held  business w h ich  was in cluded  in  th e  d e ­
ced en t’s gross esta te . T he B  Corporation  
stock was in cluded  in  th e  gross esta te  a t  a  
value of $400,000 and th e  in terest in  th e  
partnership  w as in cluded  a t a value of 
$300,000. On November 1,1957, a t w h ich  tim e  
th e  value o f th e  corporation’s  assets had n o t  
changed , in  a  section  303 redem ption th e  
executor surrendered 26 shares of B Corpora ­
t io n  stock  for $104,000. On Decem ber 1,1957, 
a t w hich  tim e  th e  value o f th e  partnership ’s 
assets had n o t changed , th e  partners w ith ­
drew 90 percent of th e  assets o f th e  partner ­
sh ip , w ith  th e  executor receiving $270,000 and  
C receiving $90,000. The esta te  tax  am ounts  
to  $240,000, o f w h ich  th e  executor elected  
under section  6166 to  pay $140,000 in  10 in ­
sta llm en ts o f $14,000 each. On December 1, 
1958, th e  due date for paying th e  esta te  tax  
w hich  was n o t payable in  in sta llm en ts and  
for payin g th e  first in sta llm en t under sec ­
t io n  6166, th e  executor paid  esta te  tax  of 
$114,000, o f w hich $100,000 represented  th e  
tax  n o t payable in  In sta llm en ts and $14,000 
represented  th e  first in sta llm en t. Inasm uch  
as after th e  section  303 d istrib u tion  and on  
or before th e  due date o f th e  first in sta llm en t 
(December 1, 1958) after th e  section  303 d is ­
tr ib u tion  th e  executor paid  as estate tax an  
am ount n o t less th a n  th e  am ou n t o f th e  d is ­
tr ib u tion , th e  section  303 d istrib u tion  does 
n o t co n stitu te  a w ithdraw al of m oney or 
other property from  th e  bu sin ess for purposes 
of section  6166(h ) (1) .  Therefore, th e  value  
of th e  trade or bu sin ess is  reduced by th e  
am ou n t of th e  section  303 d istrib u tion . Ac­
cordingly, th e  value of th e  entire trade or 
b usiness is $696,000, o f w h ich  $400,000 repre­
sen ts th e  value of th e  partnership and  
$296,000 represents th e  value o f th e  B Cor­
poration stock. S ince th e  executor is  con ­
sidered as having w ithdraw n on ly  $270,000 
(th e  w ithdraw al from  th e  partnership ) from  
th e  trade or business, th e  w ithdraw al of 
m oney or oth er property from  th e  trade or 
b usiness m ade w ith  respect to  th e  decedent’s 
in terest th erein  was 270,oo%96,ooo o f th e  value  
of th e  entire trade or business, or less th an  
50 percent thereof.

(e) D isp o s i tio n  o f  in te r e s t  in  b u s in ess . 
(1) In  any case where in  th e  aggregate 
50 percent or m ore of the  decedent’s in ­
te rest in  a  closely held business has been 
distributed, sold, exchanged, or o ther ­
wise disposed of, th e  privilege of paying 
the tax  in  installm ents term inates and  
the whole of the  unpaid  portion of th e  
tax  which is payable in  installm ents be­
comes due and  shall be paid upon notice 
and dem and from  the d istrict director. 
A tran sfer by th e  executor of an  in terest 
in  the closely held business to  a benefi­
ciary or trustee nam ed in  th e  decedent’s 
will or to an  heir who is entitled to  re ­
ceive it  under th e  applicable intestacy 
law does no t constitu te a d istribution 
thereof for purposes of determ ining 
w hether 50 percent or m ore of an  in ­
te rest in  a closely held business has been 
distributed, sold, exchanged, or otherw ise 
disposed of. However, a  subsequent

tran sfe r of th e  in terest by th e  bene ­
ficiary, trustee, o r heir will constitu te  
a  distribution, sale, exchange, o r o ther 
disposition thereof fo r such purposes. 
The disposition m ust be a  disposition of 
a n  in terest which constitu tes “included 
property” w ith in  th e  m eaning of th a t  
te rm  as used in  parag raph  (d) of 
§ 20.2032-1. T he provisions of th is  sec ­
tion  do no t apply to  th e  disposition of 
a n  in terest which constitutes “excluded 
property” w ith in  the  m eaning of th a t  
term  as used in  such p arag raph  (d ) .

(2) T he phrase “distributed, sold, ex ­
changed, or otherw ise disposed of” com ­
prehends all possible ways by which an  
in terest in  a  closely held business ceases 
to  form  a p a r t of th e  gross estate. The 
te rm  includes th e  su rrender of a  stock 
certificate fo r corporate assets in  com ­
plete or p a rtia l liquidation of a  corpo ­
ra tio n  pu rsuan t to  section 331. The 
term  also includes th e  surrender of stock 
for stock pu rsuan t to  a  transaction  
described in  subparagraphs (A), (B), 
or (C) of section 368(a)(1). In  gen ­
eral th e  te rm  does not, however, extend 
to  transactions which are  m ere changes 
in  form. I t  does no t include a tran sfe r 
of assets to  a  corporation in  exchange 
fo r its stock in  a  transaction  w ith respect 
to  which no gain or loss would be rec ­
ognizable for income tax  purposes under 
section 351. I t  does no t include an  
exchange of stock in  a  corporation for 
stock in  th e  sam e corporation or ano ther 
corporation pu rsuan t to  a  plan  of re ­
organization described in  subparagraphs 
(D),  (E),  or (P) of section 368(a)(1), 
nor to an  exchange to  which section 355 
(or so m uch of section 356 as relates 
to  section 355) applies. However, any 
stock received in  an  exchange to  w hich 
the  two preceding sentences apply shall 
for purposes of th is paragraph  be 
trea ted  as a n  in terest in  a  closely held 
business.

(3) An in terest in  a closely held busi­
ness m ay be “distributed” by either a 
trustee who received it  from  th e  execu ­
tor, o r a  trustee of an  in terest which 
is included in  th e  gross estate under 
sections 2035 through 2038, or section 
2041. See subparagraph (1) of th is 
parag raph  relative to  th e  d istribution 
of an  in terest by th e  executor to  th e  p er ­
son en titled  to  receive it under the  dece­
d en t’s will or an  intestacy law.

(4) An in terest in  a  closely held busi ­
ness m ay be “sold, exchanged, or o ther ­
wise disposed of” by (i) th e  executor; 
(ii) a trustee or o ther donee to  whom 
the decedent in  his lifetim e transferred  
th e  in terest included in  h is gross estate 
under section 2035 through  2038, or 
section 2041; (iii) a beneficiary, trustee, 
or h e ir  entitled  to  receive the .p roperty  
from  the  executor under th e  decedent’s 
will or under th e  applicable law of 
descent and  distribution, or to  whom title  
to  th e  in terest passed directly under lo ­
cal law; Civ) a  surviving jo in t ten an t or 
ten an t by the  en tire ty ; or (v) any o ther 
person.

j(5) If  a  distribution in  redem ption 
of stock is (by reason of th e  provisions 
of section 303 or so m uch of section 304 
as re la tes to  section 303) trea ted  for 
income tax  purposes as a d istribution 
in  full paym ent in  exchange fo r th e

stock redeemed, th e  stock so redeemed 
is no t counted as distributed, sold, ex­
changed, or otherw ise disposed of for 
purposes of determ ining whether 50 
percent or m ore of th e  decedent’s inter ­
est in  a  closely held business has been 
distributed, sold, exchanged, or other­
wise disposed of. However, in  the case 
described in  th e  preceding sentence the 
in terest in  th e  closely held business for 
purposes of applying th e  rule set forth 
in  subparagraph (1) of th is paragraph 
is such in terest reduced by the  propor­
tionate p a r t  thereof which the re­
deemed stock represents. The propor­
tionate  p a r t of th e  in terest which the 
redeem ed stock represents is determined 
a t th e  tim e of th e  redemption, but the 
reduction in  th e  in terest represented 
by it  re la tes back to  th e  time of the 
decedent’s death , or th e  alternate valu­
ation  date if an  election is made under 
section 2032, fo r purposes of deter­
m ining w hether o ther distributions, 
sales, exchanges, and  dispositions of 
th e  decedent’s in terest in  the closely 
held business equal o r exceed in the 
aggregate 50 percent of such interest. 
See example (3) of subparagraph (6) 
of th is paragraph  fo r illustration of 
th is  principle. T he ru le stated in the 
first sentence of th is subparagraph does 
no t apply unless a fte r th e  redemption, 
bu t on or before th e  date prescribed 
for paym ent of th e  first installment 
which becomes due afte r the  redemp­
tion, there  is paid an  am ount of estate 
tax  no t less th a n  th e  am ount of money 
or o ther property distributed. Where 
there  are a series of section 303 redemp­
tions, each redem ption is treated 
separately and  th e  failure of one re­
dem ption to  qualify under the rule stated 
in  th e  first sentence of th is subparagraph 
does no t necessarily m ean th a t another 
redem ption will no t qualify.

(6) The application of this paragraph  
m ay be illustra ted  by the following ex­
amples, in  each of which the executor 
elected to  pay th e  tax  in  installments:

E x a m p le  ( 1 ) . T he decedent died on Octo­
ber 1, 1957. He owned 8,000 of the 12,000 
shares o f D Corporation outstanding at the 
tim e of h is  death  and 3,000 of th e 5,000 shares 
of E Corporation ou tstan d in g at that time. 
The D Corporation stock was included in the 
gross esta te  a t $50 per share, or a total of 
$400,000. The E Corporation stock was in­
cluded in  th e  gross estate at $100 per share, 
or a to ta l o f $300,000. On November 1, 1958, 
the executor sold  th e  3,000 shares of E Cor­
poration and on February 1, 1959, he sola 
1,000 shares of D Corporation. Since the de­
cedent’s shares of D  Corporation and E Cor­
poration together con stitu ted  the interest n 
a closely held  business, th e  value of sucn 
in terest was $700,000 ($400,000 plus $300,000) 
and th e  D Corporation stock represented 
4oo,oo%00,000 thereof and the E Corporation 
stock represented 300>00<ftoo.ooo thereof. W ® 
the sale of 3,000 shares of E Corporation on 
November 1,1958, was a sa le of the decedent s 
entire in terest in  E Corporation and a saie 
of more th a n  50 percent of the outstanding 
stock  of E Corporation, nevertheless it con­
stitu ted  a sa le o f only  3oo,oo<ft00,ooo of the in­
terest in  th e  closely  held  business. The sa 
of 1,000 shares o f D Corporation stock on 
February 1, 1959, represented a sale o 
5o,oo%00,000 o f th e  in terest in  th e  closely e 
business. T he num erator of $50,000 is
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1,000 (shares so ld)

8,000 (shares ow ned)
X $400,000 (value o f shares ow ned, as in cluded  in  gross esta te)

Taken together th e  tw o sa les represented  a

sale of 50 percent ( T tio o o o )  of th e  in terest
in the closely h eld  business. Therefore, as 
of February 1, 1959 (th e  date o f th e  sa le o f
1,000 shares of E C orporation), 50 percent 
or more In value o f th e  in terest in  th e  closely  
held business is considered  as d istrib uted , 
sold, exchanged, or otherw ise disposed of.

E xam ple ( 2 ) .  T he deced en t d ied  on  Sep ­
tember 1, 1958. T he in terest ow ned by h im  
in a closely h eld  b usiness con sisted  o f 100 
shares o f th e M Corporation. On February 1, 
1959, in  a section  303 redem ption, 20 shares 
were redeemed for cash  an d  an  am ou n t 
equivalent to  th e  proceeds was paid  on  th e  
Federal estate tax  before th e  date o f th e  n ext 
installment. On J u ly  1, 1959, th e  executor  
sold 40 of th e  rem ain in g shares o f th e  stock. 
The section 303 redem ption is  n o t considered  
to be a distribution, sa le, exchange, or other  
disposition o f th e  p ortion  o f th e  Interest 
represented by th e  20 shares redeem ed. As 
a result of th e  section  303 redem ption  th e  
remaining 80 shares represent th e  decedent's 
entire Interest in  th e  closely  h e ld  b usiness 
for purposes o f d eterm ining w hether in  th e  
aggregate 50 percent or m ore o f th e  in terest 
in the closely h eld  b u sin ess h as been d is ­
tributed, sold, exchanged, or otherw ise d is ­
posed of. The sale on  J u ly  1, 1959, o f  th e  
40 shares represents a sale o f  50 percent of 
the interest in  th e  closely  h eld  business.

. Exam ple ( 3 ) .  T he fa cts  are th e  sam e as 
in example (2) except th a t  th e  40 shares 
were sold on December 1, 1958 (before th e  
section 303 redem ption w as m ade) Instead  
of on July 1, 1959 (a fter th e  sec tio n  303 
redemption was m a d e). T he sa le of th e  40 
shares in  December represents, as o f th a t  
date, a sale of 40 percent o f th e  Interest in  
the closely held  busin ess. However, th e  
section 303 redem ption o f 20 shares does 
not count as a d istrib u tion , sale, exchange, 
or other disposition o f th e  in terest, b u t  i t  
does reduce th e in terest to  80 shares (1 0 0  
shares less 20  shares redeem ed) for purposes  
of determining w hether other d istributions, 
sales, exchanges, an d  d isp osition s in  th e  
aggregate equal or exceed 50 percent o f  th e  
interest in  the closely  h eld  business. S ince  
the reduction of th e  in terest to  80 shares 
relates back to  th e  tim e  o f  th e  d eced en t’s 
death, or the alternate va lu ation  d ate i f  an  
t+ u  is made under section  2032, th e  sale  

of the 40 shares, as recom puted represents 
a sale of 50 percent of th e  in terest. How- 
ajer, since th e sale of th e  40 shares did  n o t  

a sale of 50 percent o f  th e  in terest 
until the section 303 d istrib u tion  was made, 
Fatouary l ,  1059 (th e  date o f th e  section  303 
distribution) is  considered th e  date on w hich  
0 percent of th e  in terest w as d istrib uted ,

80 ^changed, or otherw ise disposed of.

(f) Information to be furnished by 
executor. (i)  i f  th e  executor acquires 

owledge of th e  happening of any
ansaction described in  p arag raph  (d)

nn- < °f thls section which, in  his 
s ân<bng alone or when taken  

ogether with other transactions of which 
ae has knowledge, would resu lt in  
n_  ̂ Assregate w ithdraw als of m oney 
ne«? n!r  P,roperty from  th e trad e  or busi- 
thA , , T al to exceeding 50 percent of 
or ue °* the entire trad e  or business,

c h ln L Aggre,g a te  distributions, sales, ex- 
or ° th e r dispositions equal to  ,
in 50 percent of th e  in terest
included ?Se£  held business which was 
included in the gross estate,
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the  executor shall so notify  th e  d istrict 
director, in  writing, w ith in  30 days of 
acquiring such knowledge.

(2) On th e  date  fixed for paym ent of 
each installm ent of ta x  (determ ined 
w ithout regard  to  any extension of tim e 
fo r th e  paym ent th e re o f), o ther th a n  the  
final installm ent, th e  executor shall fu r ­
n ish th e  district director, in  w riting, w ith 
either

(i) A com plete disclosure of all tra n s ­
actions described in  paragraphs (d) and
(e) of th is  section of which he has 
knowledge and  which have no t previously 
been m ade known by him  to  th e  d istrict 
director, or

(ii) A sta tem ent th a t  to  th e  best 
knowledge of th e  executor all tran sa c ­
tions described in  paragraphs (d) and  
(e) of th is  section which have occurred 
have n o t produced a  result described in  
subparagraph  (1) (i) o r (ii) of th is 
paragraph .

(3 ) T he d istrict d irector m ay require 
th e  submission of such additional in fo r ­
m ation  as is deemed necessary to  estab ­
lish  th e  esta te’s rig h t to  continue 
paym ent of the  ta x  in  installm ents.

§ 2 0 .6 1 6 6 -4  Specia l ru les applicab le  
w here d u e d a le  o f  return was b efore  
Septem ber 3 , 1 9 5 8 .

(a) I n  g e n e ra l. Section 206(f) of the  
Sm all Business T ax Revision Act of 1958 
(72 S ta t. 1685) provides th a t  section 
6166(i) of th e  Code shall apply in  cases 
where th e  decedent died a fte r August 16, 
1954, bu t only if th e  d a te  fo r filing, th e  
estate  tax  re tu rn  (including extensions 
thereof) expired before Septem ber 3, 
1958. Therefore, th e  privilege of paying 
th e  estate  ta x  in  installm ents as de ­
scribed in  §§ 20.6166-1 th rough  20.6166-3 
is available also in  cases w here th e  due 
date  of th e  re tu rn  is before Septem ber 3, 
1958, bu t under som ewhat different c ir ­
cum stances. These differences are ex ­
plained in  paragraphs (b) th rough  (e) 
of th is  section. Therefore, except as. 
otherw ise provided in  parag raphs (b) 
th rough  (e) of th is  section, th e  regula ­
tions contained in  §§ 20.6166-1 th rough  
20.6166-3 apply also in  cases w here the  
due da te  of th e  re tu rn  is before Sep ­
tem ber 3, 1958. See § 20.6075-1 for th e  
due date  of th e  re tu rn . T he value of th e  
gross estate  as determ ined fo r purposes 
of a  deficiency in  tax  assessed a fte r Sep ­
tem ber 2, 1958, and the  value a t  which 
th e  in terest in  th e  closely held business, 
to  which th e  election applies, is included 
in  such value of th e  gross estate  are  used 
in  ascertaining w hether a n  esta te  coming 
w ithin th e  purview of section 6166(i) and  
th is  section satisfies th e  percentage re ­
quirem ents as to  qualification set fo rth  
in  section 6166(a).

(b) T a x  to  w h ic h  e le c tio n  a p p lies . In  
a  case w here th e  due date  of th e  re tu rn  
was before Septem ber 3, 1958, an  elec­
tion  to  pay esta te  tax  in  installm ents 
does no t apply to  th e  tax  shown on th e  
re tu rn  nor to  a deficiency in  tax  assessed 
before th a t  date. I t  does apply to  a  
deficiency in  tax  assessed a f te r  Septem ­
ber 2, 1958, unless th e  deficiency is due 
to  negligence, to  in ten tional disregard

of rules and  regulations, or to  fraud  w ith 
in te n t to  evade tax . T he am ount of th e  
deficiency which m ay be paid in  in sta ll ­
m ents shall no t exceed th a t  proportion 
of th e  to ta l ta x  (including th e  defi­
ciency) which is determ ined by applying 
there to  th e  ra tio  set fo rth  in  parag raph
(b) of § 20.6166-1. See parag rap h  (c) 
of th is  section fo r th e  m ethod of p ro ­
ra tin g  the  deficiency to  th e  installm ents.

(c) P ro ra tio n  o f  d e f ic ie n c y  to  in s ta l l ­

m e n ts .  T he deficiency in  tax  which m ay 
be paid  in  installm ents is p ro rated  to  
th e  installm ents which would have been 
due if th e  provisions of section 6166(a) 
had  applied to  th e  tax  shown on th e  re ­
tu rn  and  if an  election h ad  been tim ely 
m ade a t  th e  tim e th e  esta te  tax  re tu rn  
was filed. T he p a r t  of th e  deficiency 
so pro rated  to  any installm ent th e  date 
fo r paym ent of w hich would have arrived 
before th e  election is m ade shall be paid 
a t  th e  tim e th e  election is  m ade. T he 
portion  of th e  deficiency so p ro rated  to  
installm ents th e  da te  fo r paym ent of 
which would n o t have arrived before th e  
election is m ade shall be paid  a t  th e  tim e 
such installm ents would have been due 
if such an  election had  been m ade.

(d) N o tic e  o f  e le c tio n . T he notice of 
election to  pay th e  deficiency in  in sta ll ­
m ents shall be filed w ith th e  d istric t 
director no t la te r  th a n  60 days a f te r  
issuance of notice and dem and by the  
d istric t d irector fo r paym ent of th e  de ­
ficiency. T he num ber of installm ents 
in  which th e  executor elects to  pay th e  
deficiency includes those installm ents 
th e  dates for paym ent of which would 
have arrived w ith in  th e  m eaning of p a ra ­
g raph  (c) of th is  section. See p arag raph
(c) (2) of § 20.6166-1 fo r fu r th e r in fo r ­
m ation  relative to  th e  notice of election.

(e) U n d is tr ib u te d  in c o m e  o f  e s ta te . 
In  any case w here th e  due da te  of the  
esta te  tax  re tu rn  w as before Septem ­
ber 3, 1958, th e  provisions of parag raph
(b) of § 20.6166-3 (providing for accel­
eration  of paym ent of esta te  tax  by 
am ount of esta te’s undistributed  n e t in ­
come fo r any taxable year a f te r  its fou rth  
taxable year) shall no t apply w ith re ­
spect to  th e  esta te’s undistributed  net 
income fo r any taxab le  year ending be ­
fore Jan u a ry  1, 1960.

P a r . 6 . Section 20.6601 is am ended by 
revising subsection (b) of section 6601 
and  by adding a  historical no te to  read  
as follows:

§ 2 0 .6 6 0 1  Statutory p rovisions; in terest 
on  underpaym ent, nonp aym ent, or  
exten sion s o f  tim e for paym ent, o f  
tax.

S e c . 6 6 0 1 . I n te r e s t  o n  u n d e r p a y m e n t ,  n o n ­

p a y m e n t ,  o r  e x te n s io n s  o f  t im e  f o r  p a y m e n t ,  
o f  ta x .  * * *

(b ) E x te n s io n s  o f  t im e  f o r  p a y m e n t  o f  
e s t a te  ta x . I f th e  tim e for p aym en t o f an  
am ou n t o f tax  im posed by chapter 11 is  
extended  as provided in  section  6 1 6 1 (a )(2 )  
or 6166, or i f  th e  tim e  for p aym en t o f an  
am ou n t o f su ch  tax  is  postponed or extended  
as provided by section  6163, in terest sh a ll be  
paid  a t  th e  rate o f 4  percent, in  lieu  o f 6 
percent as provided in  su b section  (a ) . 

* * * * *
[Sec. 6601 as am ended by sec. 6 6 ( c ) ,  T ech n i­
ca l A m endm ents A ct 1958 (72 S tat. 1658); 
sec. 2 0 6 (e ) , Sm all B u sin ess Tax R evision  Act 
1958 (72 S ta t. 1685)]

[F.R. Doc. 60-12082; F iled , Dec. 28, 1960;
8:49 a.m.]


