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U )  Accumulated p r o f i t s  o f  N  C o r -  

' poration as defined i n  s e c t i o n  

9 0 2 ( c )  ( 1 )  ( A )  ( d e t e r m i n e d  

w ithout regard to  th e  sec ­
tion 6 0 3 8 ( b ) ( 1 ) ( B )  reduc ­
tion ___ - _______ __ ______ $1 0 0 , 0 0 0

(e) Accumulated profits of N Cor- 

' poration as described in  sec ­
tion 902(a) (1) (determ ined  

w ithout regard to  th e  section  

6 0 3 8 ( b )  (1) ( B )  reduction) __ 60, 000
(h) M Corporation is deem ed to  

' have paid th e  sam e propor­
tion of foreign taxes paid  

(reduced as provided under  

section 6038(b )) w ith  respect 

to the accum ulated profits 

(determ ined w ith ou t regard  

to  the reduction provided  

under section 6 038(b )) as the  

am ount of th e  dividend (de ­
termined w ith ou t regard to  

section 78) b ears. to  

such am ount o f accum u ­
lated profits---------------------  25, 500

M Corporation m u st in clude $25,500 in  gross 

income as a dividend under th e  provisions o f  

section 78 of the Code. The above exam ple  

illustrates th a t th e  reductions in  foreign  

taxes paid by th e  foreign corporation pro ­
vided under section 6038(b) are taken  in to  

account in  determ ining th e  am ount included  

in gross incom e of th e  dom estic corporation  

as foreign taxes deem ed paid under section  

78 of the Code b u t su ch  reductions are not  

taken into account in  com puting accum u ­
lated profits for purposes of determ ining th e  

amount of foreign taxes deem ed paid w ith  

respect to a particular dividend.

(5) L im itation  on  redu ction . The  

amount of the reduction under th is para ­
graph for each failure to  furnish  in ­
formation with respect to a  foreign cor ­
poration as required under th is  section  

shall not exceed the greater of:
(i) $10,000, or
(ii) The income of the foreign cor ­

poration for its annual accounting pe ­
riod with respect to w hich the failure  

occurs.

For purposes of th is section if  a person  

is required to furnish inform ation w ith  

respect to more th an  one foreign cor ­
poration, controlled (w ithin  th e m ean ­
ing of paragraph (b) of th is section) by 

that person, each failure to subm it in ­
formation for each such corporation  

constitutes a separate failure.
(6) R easonable cause. For purposes 

of subsection (b) of section  6038 and  

this section, the tim e prescribed for fu r ­
nishing inform ation under th is para ­
graph, and the beginning of the 90-day  

period after notice by the district d i ­
rector, shall be treated as being not  

earlier than the last day on w hich (as  

shown to the satisfaction  of the district 

director) reasonable cause existed for  

failure to furnish such inform ation.
(7) S ta tem en t required. A person, 

who wishes to avoid th e  reductions  

provided in  subparagraphs (2 ), (3 ), and
(4) of this paragraph for failure to  

furnish inform ation in accordance w ith  

this section, m ust make an affirmative 

showing under subparagraph (1) (ii) or
(6) of this paragraph of all facts alleged  

as a reasonable cause for such failure in  

the form of a written statem ent contain ­
ing a declaration th a t it  is m ade under  

the penalties of perjury.
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(8) P en alties. T he inform ation re ­
quired by section 6038 of th e  Code m ust  

be furnished even though there are no  

foreign taxes w hich would be reduced  

under the provisions of th is  section. For  

crim inal penalties for failure to  file a  

return and filing a false or fraudulent  

return, see sections 7203, 7206, and 7207 

of the Code.

[F.R. Doc. 62-11951; Filed , Nov. 30, 1962;
8:51 a.m.]

[T.D. 6623]
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P A R T  3 0 1 — P R O C E D U R E  A N D  
A D M I N I S T R A T I O N

R e t u r n s  a s  t o  O r g a n i z a t i o n  o r  R e o r ­

g a n i z a t i o n  o f  F o r e i g n  C o r p o r a t i o n s  
a n d  a s  t o  A c q u i s i t i o n s  o f  T h e i r  

S t o c k

On October 30, 1962, 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  (27 F.R. 10547) re ­
garding th e  am endm ent of the Incom e  

T ax R egulations (26 CFR P art 1) and  

the R egulations on Procedure and Ad­
m inistration  (26 CFR Part 301) under  

section 6046 of th e  Internal Revenue  

Code of 1954 as am ended by section 20 

(b) of the Revenue A ct of 1962 (Public  

Law 87-834, 76 Stat. 1061), and sec ­
tion  6679 of such Code as added by sec ­
tion  20(c) of such A ct (76 Stat. 1062). 
A fter consideration of a ll such relevant  

m atter as w as presented by interested  

persons regarding the rules proposed, the  

regulations as proposed are hereby  

adopted subject to the following changes:  

P a r a g r a p h  1. Section  1.6046-1 as set  

forth  in  paragraph 4 to the notice of 

proposed rule m aking is revised.
P a r . 2. Section  301.6679-1 as set forth  

in  paragraph 5 to the notice of proposed  

rule m aking is changed by revising sub- 

paragraph (3) of paragraph ( a ) .
(Sec. 7805 o f th e  Internal R evenue Code of  

1954 ( 6 8 A Stat. 917; 26 U.S.C. 7805))

[ s e a l ] B e r t r a n d  M. H a r d in g ,

A ctin g  C om m issioner of
In tern a l R evenue.

Approved: November 29,1962.

S t a n l e y  S . S u r r e y ,

A ssis ta n t S ecre ta ry  of th e  

T reasury.

In  order to conform  the Incom e Tax  

R egulations (26 CFR Part 1) and the  

R egulations on Procedure and Adm in ­
istration  (26 CFR Part 301) to  the  

am endm ents made to the Internal R ev ­
enue Code of 1954 by section 20 (b) and  

(c) of the Revenue Act of 1962 

(76 Stat. 1061, 1062), such regulations  

are am ended as fo llow s:
P a r a g r a ph  1. Section  1.6046 is am ended  

to read as follows:

§ 1 .6 0 4 6  S tatu tory  p r o v is io n s; re tu rn s  

as to  o rg a n iza tio n  or  reo rg a n iza tio n  

o f  fo r e ig n  co rp o ra tio n s an d  as to  

a cq u is itio n s  o f  th e ir  stock .

Se c . 6046. R etu rn s  as to  o rga n isa tio n  or  

reo rg a n isa tio n  o f fo re ign  corpora tion s an d
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as to  a cq u is itio n s  o f th e ir  s to c k — (a) R e ­
q u irem en t o f  re tu rn . A  return com plying  

w ith  th e  requirem ents o f subsection  (b )  

shall be m ade by—
(1) Bach U nited  S tates citizen  or resident  

w ho is on  January 1, 1963, an  officer or d i ­
rector of a foreign corporation, 5 percent or 

more in  value o f th e  stock o f w h ich  is  ow ned  

by a U nited  States person (as defined in  sec ­
tion  7701(a) (30) ) ,  or w ho becom es such  an  

officer or director a t any tim e after such  date,
(2) Each U nited S tates person w ho on  

January 1, 1963, ow ns 5 percent or more in  

value of th e  stock of a foreign corporation, or 

who, a t any tim e after such  date—
(A) Acquires stock w hich, w hen added to  

any stock ow ned on January 1, 1963, has a  

value equal to  5 percent or more of th e  value  

o f the stock  of a foreign corporation, or
(B) Acquires an additional 5 percent or 

more in  value of th e stock o f a foreign cor­
poration, and

(3) Each person w ho a t any tim e after  

January 1, 1963, becom es a U nited  States  

person w hile ow ning 5 percent or more- in  

value of th e  stock  of a foreign corporation.
(b ) Form  an d  c o n te n ts  o f re tu rn s. The

returns required by subsection  (a) sha ll be 

in  such  form  and shall se t forth , in  respect 

of th e  foreign corporation, such  in form ation  

as th e  Secretary or h is  delegate prescribes  

by form s or regulations as necessary for  

carrying o u t th e provisions of th e  incom e tax  

laws, except th a t in  th e  case o f persons de ­
scribed on ly  in  su b section  ( a ) ( 1 ) th e  in ­
form ation  required sh a ll be lim ited  to  th e  

nam es and addresses of persons described in  

subsection  (a) (2 ) .  ,
(c) O w n ersh ip  o f  s to ck . For purposes of  

subsection  (a ) , stock  ow ned directly  or in ­
d irectly  by a person (includ ing, in  th e  case  

of an  individual, stock  ow ned by mem bers 

of h is fam ily) sha ll be taken  in to  account. 
For purposes o f th e  preceding sen tence, th e  

fam ily of an in d ividual shall be considered  

as includ ing only h is brothers and  sisters  

(w hether by th e  w hole or ha lf b lo o d ), spouse, 
ancestors, and lineal descendants.

(d) T im e fo r filing . Any return required  

by subsection  (a ) , shall be filed on or before  

th e  90th day after th e  day on  w hich, under  

any provision o f subsection  ( a ) , th e  U nited  

States c itizen , resident, or person becom es  

liable to  file such  return.
(e) L im ita tio n — (1) G en era l ru le . Ex­

cept as provided in  paragraph (2 ) ,  n o  in ­
form ation  shall be required to  be furnished  

under th is  section  w ith  respect to  any for ­
eign  corporation un less su ch  in form ation  

was required to  be furnished  under regula ­
tio n s w hich  have been in  effect for a t  least  

90 days before th e  date on  w hich  th e  U nited  

States c itizen , resident, or person becom es  

liab le to  file  a return required under subsec ­
tio n  ( a ) .

(2) E xception . In  th e  case o f liab ility  to  

file a return under subsection  (a) arising  

on  or after January 1, 1963, and before June  

1,1963—
(A) No inform ation sha ll be required to  

be furnished  under th is  section  w ith  respect 

to  any foreign corporation un less su ch  in ­
form ation  was required to  be furnished  

under regulations in  effect on  or before  

March 1, 1963, and
(B) If th e  date on w hich  such  regula ­

tion s becom e effective is later th an  th e  day  

on w hich  such  liab ility  arose, any return  

required by subsection  (a) shall (in  lieu  o f  

th e  tim e prescribed b y  subsection  (d) ) be  

filed on or before th e  90th day after su ch  

date.
(f)  Cross reference. For provisions re­

la tin g  to  penalties for v io lations of th is  sec ­
tion , see sections 6679 and 7203.

[Sec. 6046 as am ended by sec. 7 (a ) , Act of  

Sept. 14, 1960 (Public Law 86-780, 74 Stat. 
1016); sec. 20(b ) R evenue Act 1962 (76 Stat. 
1061)]
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P a r . 2. Section 1.6046-1 is redesignated  

§ 1.6046-3 and is am ended by revising  

th e  heading and paragraphs (a ) , (c ) ,  

and (e) thereof to read as follows:

§ 1 .6 0 4 6 —3  R etu rn s as to  fo rm a tio n  o r  

r eo rg a n iz a tio n  o f  fo r e ig n  corp ora ­
t io n s  p r io r  to  S ep tem b er  1 5 , 1 9 6 0 .

<a) R equ irem en t of re tu rn s. Every 

attorney, accountant, fiduciary, bank, 
trust com pany, financial in stitution , or 

other person, who, on  or before Septem ­
ber 14, 1960, aids, assists, counsels, or 

advises in, or w ith respect to, th e  form a ­
tion, organization, or reorganization o f  

any foreign corporation shall file an in ­
form ation return on Form  959 <as in  use  

prior to the October 1960 rev ision ). The  

return m ust be filed in  every such case  

regardless of—
* * * * *

(c) In fo rm a tio n  requ ired  to  be show n  

■ on re tu rn . T he return required by sec ­
tion  6046, prior to  its am endm ent by sec ­
tion  7(a) of the Act of Septem ber 14, 
1960, and th is section shall set forth  the  

follow ing in form ation to the exten t the  

in form ation is w ith in  the possession or 

knowledge, or under the control, of the  

person filing the return:
* * * * *

(e) T im e an d  place fo r  filin g re tu rn —
(1) T im e fo r  filing. R eturns required by 

section 6046, prior to its am endm ent by  

section  7(a) o f  th e Act of Septem ber 14, 
1960, and  th is section  shall be filed w ith ­
in  30 days after the first perform ance of 

any of the functions referred to in  para ­
graph (a) of th is section. I f  in  a par ­
ticular case, the aid, assistance, counsel, 
or advice given by any person extends  

< over a period of m ere th an  one day, such  

person,- to avoid m ultip le filing o f  re ­
turns, shall file a return w ith in  30 days 

after either of the follow ing events:

Pa r . 3. Im m ediately  preceding § 1.6046- 

3 as redesignated there is inserted the  

follow ing new section:

§ 1 .6 0 4 6 —2 R etu rn s as to  fo r e ig n  cor ­
p o r a tio n s  w h ich  a re  c rea ted  or o r ­
g a n iz e d , or  reo rg a n iz ed , o n  or  a fter  

S e p te m b e r  1 5 , 1 9 6 0 , an d  b e fo r e  

J a n u a ry  1 ,1 9 6 3 .

(a ) R eq u irem en t o f  re tu rn s. In  the  

case of any foreign corporation w hich is  

created or organized, or reorganized, on  

or after Septem ber 15, 1960, and before  

January 1, 1963—
t l )  Each U nited S ta tes citizen or res ­

ident who was an officer or director of 

such corporation a t  any tim e w ithin  60 

days a fter such creation  or organization, 
or reorganization, and

(2) Each U nited S tates shareholder of  

such corporation by or for whom , at any  

tim e w ith in  60 days after such creation  

or organization, or reorganization, 5 p er ­
cent or more in  value of such corpora ­
tion’s then  outstanding stock was owned  

directly or indirectly  (including, in  the  

case of an individual stock owned by 

m em bers of h is fa m ily ) ,

shall file a  return on Form  959 (Rev. Oct. 
1960), U nited S tates Inform ation R eturn  

W ith R espect to  the Creation or O rgani­
zation, or Reorganization, of a Foreign  

Corporation.

<b) In fo rm a tio n  requ ired  to  be th o tvn  

on re tu rn . T he return required by sec ­
tion  6046, prior to its am endm ent by sec ­
tion  20(b) o f  the Revenue Act o f 1962, 
and th is section shall se t forth  the fo l ­
lowing inform ation:

(1) The nam e and address of the per ­
son (or persons) filing the return, and  

an indication that he is a U nited States  

shareholder, officer, or director;
(2) The nam e and business address 

of the foreign corporation;
(3) T he nam e of the country under  

the laws of which the foreign corpora­
tion  was created or organized, or reor­
ganized ;

(4) T he nam e and address of the for ­
eign corporation’s statutory or resident 

agent in  the country of incorporation;
(5) T he date o f  the foreign corpora­

tion ’s creation or organization, or reor­
ganization;

(6) A statem ent of the m anner in  

which the creation or organization, or 

reorganization, of the foreign corpora ­
tion  was effected;

(7) A com plete statem ent o f the rea ­
sons for, and the purposes sought to be 

accom plished by, the creation or organi­
zation, or reorganization, of the foreign  

corporation;
(8) A statem ent showing the classes  

and kinds o f assets transferred to the  

foreign corporation in  connection w ith  

its  creation or organization, or reorgani­
zation, including a lis t  com pletely de ­
scribing each asset or group of assets, 
its value, date of transfer, and the nam e  

and address of person (or persons) ow n ­
ing such asset or group im m ediately  prior 

to the transfer ;
(9) A statem ent showing the assets  

transferred and the Securities issued by  

the foreign corporation in  its creation or 

organization or reorganization, as well 

as the nam e and address of each person  

to whom  such a transfer or issuance was 

m ade;
(10) A  «statem ent specifying the  

am ount and  type of any indebtedness due 

from  th e  foreign corporation to each  

of its shareholders and the nam e of each  

such shareholder;
(11) The nam es and addresses o f  th e  

shareholders of the foreign corporation  

at the tim e of its  creation or organiza ­
tion  or reorganization, and the classes of 

stock and number of shares held  by each;
(12) The nam es and addresses of sub­

scribers to the stock of the foreign cor ­
poration, and the number of shares sub ­
scribed to by each; and

(13) T he nam e and address of the  

person (or persons) having custody of 

the books of account and records o f the  

foreign corporation, and the location of 

such books and records if  different from  

such address.
(c) T im e an d  place fo r  filing re tu rn . 

The return required by section  6046, 
prior to its am endm ent by section 20(b) 

of the Revenue Act of 1962, and th is  

section  shall be filed w ith the D irector  

of International Operations, Internal 

Revenue Service, W ashington 25, D.C., 
on or before the 90th day a fter such  

foreign corporation is created or organ ­
ized, or reorganized.

Pa r . 4. Im m ediately preceding § 1.6046- 

2 there is inserted the following new 

sec tio n :

§ 1 .6 0 4 6 —1 R etu rn s a s  to  organ ization  

o r  reo rg a n iz a tio n  o f  fo r e ig n  corpora ­
t io n s  a n d  as to  a cq u is itio n s  o f  their  

sto ck , o n  o r  a fte r  Jan u ary  1 , 1963 .

(a) Officers or d irectors— (1) When  

lia b ility  arises on Jan u ary 1, 1963l  Each 

U nited S tates citizen or resident who is 

on January 1, 1963, an officer or director 

of a foreign corporation shall make a 

return on Form  959 (Rev. Jan. 1963) 

showing the nam e, address, and identify ­
ing number o f.ea ch  U nited S tates per­
son (as defined in  section 7701(a) (30)) 

who, on January 1, 1963, owns 5 percent 

or more in  value o f  the outstanding stock 

of such foreign corporation.
(2) W hen lia b ility  arises a f te r  Jan ­

u ary  1, 1963— (i) R equ irem en t of return. 
Each U nited S tates citizen or resident 

who is at any tim e after January 1, 1963, 
an officer or director of a foreign corpo­
ration shall m ake a return on Form 959 

(Rev. Jan. 1963) setting forth  th e in for-» 

matron described in  subdivision (u) of 

th is subparagraph w ith  respect to each 

U nited S tates person (as defined in  sec­
tion  7701(a) (30) ) who, during th e  time 

such citizen  or resident is such an officer 

or director—
(a) Acquires (whether in  one or more 

transactions) outstanding stock of such 

corporation which has, or w hich when 

added to any such stock then  owned by 

him  (excluding any stock owned by him  

on January 1, 1963, if  on th a t date he  

owned 5 percent or m ore in  value of such 

stock) has, a value equal to  5 percent 

or m ore in  value of the outstanding stock 

of su ch  foreign corporation, or
(b) Acquires (whether in  one or more 

transactions) an  additional 5 percent or 

more in  value of the outstanding stock 

of such foreign corporation.
(ii) In fo rm a tio n  required to  be shown  

on r e tu r n .  T he return required under 

subdivision (i) of th is subparagraph  

shall contain  the follow ing information:
(a) Name, address, and  identifying  

number of each shareholder w ith  respect 

to whom  the return is filed;
(b) A statem ent show ing th a t the  

shareholder is either described in  sub­
division (i) (a) or (i) (b) of th is sub- 

paragraph; and
(e) T he date on w hich the share ­

holder becam e a person described in  sub ­
division (i) (a) or (t) (b) o f th is sub- 

paragraph.
(3) A pplica tion  of ru les . The pro­

visions of th is paragraph m ay be illu s ­
trated by the follow ing exam ples:

E xam ple  (1) .  A, a U nited S ta tes citizen , is, 
on  January 1, 1963, a d irector of M, a foreign  

corporation. X , on  January 1, 1963, is  a 

U nited  S tates person ow ning 5 percent in  

value o f the outstand ing stock of M Corpo­
ration. A m u st file a return under the  

provisions o f subparagraph (1 ) of th is  

paragraph.
E xam ple  (2) .  The facts are the same as 

in  Exam ple ( 1 )  except th a t X  owns only  2  

percent in  value o f th e  outstan d in g  stock of 

M Corporation on January 1, 1963. On July  

1, 1963, X  acquires 2 percent in  value of the  

outstan d in g  stock of M Corporation and on 

Septem ber l ,  1963, he acquires an  additional 

2 percent in  value of such  stock. The July
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1 1963 transaction does n o t give rise to  

liability to file a return; however, A m u st file 

a return as a result o f th e  Septem ber 1, 1963, 
transaction because X ’s hold ings now  exceed  

5 percent.
Exa m p le  (3 ) .  The facts are th e  sam e as 

in E x a m p l e  (2) and, on Septem ber 15, 1963,
X acquires an additional 4 percent in  value  

of the outstanding stock  of M Corporation  

(X’s total hold ings are now  10 p ercent). 

On November 1, 1963, X  acquires an addi­
tional 2  percent in  value of th e  ou tstand ing  

stock of M Corporation. The Septem ber 15, 
1963, transaction does n o t give rise to  liab il ­
ity to file a return since X  has n o t acquired  

5 percent in  value of th e  outstand ing  stock  

of M Corporation since A la st becam e liable  

to file a return. However, A m u st file a re ­
turn as a result o f th e  November 1, 1963, 
transaction because X  has now  acquired an  

additional 5  percent in  value o f th e  o u t ­
standing stock of M Corporation.

Example (4 ) . The facts are the sam e as  

in Examples (2) and (3) and, in  addition,
B a United States c itizen , becom es an offi­
cer of M Corporation on October 1, 1963. 
B is not required to  file a return either as a  

result of the facts set forth  in  Exam ple (2) 

or as a result of th e  Septem ber 15, 1963, 
transaction described in  Example (3 ) . How ­
ever, B is required to  file  a return  as a re ­
su lt’ of thè November 1, 1963, transaction  

described in  Example (3) because X  has ac ­
quired an additional 5 percent in  value of  

the outstanding stock o f M Corporation  

while B is an officer or director.

(b) R etu rns requ ired  of U n ited  S ta te s  

persons when lia b ility  to  file arises on  

January 1, 1963. E ach U nited S tates  

person, as defined in  section 7701(a) 

(30), who, on January 1, 1963, owns 5 

percent or more in  value of the outstand ­
ing stock of a foreign corporation, shall 

make a return on Form  959 (Rev. Jan. 
1963) with respect to such foreign cor ­
poration setting forth  the follow ing in ­
formation:

(1) The name, address, and identify ­
ing number of the shareholder (or share ­
holders) filing the return, and the in ­
ternal revenue district in  w hich such  

shareholder filed h is  m ost recent United  

States income tax  return;
(2) The name, business address, and  

employer identification number, if any, 
of the foreign corporation and the nam e  

of the country under the laws of w hich it  

is incorporated;
(3) The date of organization and, if  

any, of each reorganization of the for ­
eign corporation if such reorganization  

occurred on or after January 1, 1960, 
while the shareholder owned 5 percent 

or more in  value of th e  outstanding stock  

of such corporation;
(4) The nam e and address of the for ­

eign corporation’s statutory or resident 

agent in the country of incorporation;
(5) The name, address, and identify ­

ing number of any branch office or agent  

of the foreign corporation located in  the  

United States;
(6) If the foreign corporation has filed  

a United States incom e tax  return, or 

participated in  the filing of a consoli ­
dated return, for any of its last three  

calendar or fiscal years im m ediately  

preceding January 1, 1963, state each  

year for which a return was filed (in ­
cluding, in  the case of a consolidated  

return, the nam e of th e  corporation  

filing such retu rn ), the type of form  

used, the internal revenue office to w hich
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it was sent, and the am ount of tax, if  

any, paid;
(7) The nam e and address of the per ­

son (or persons) having custody of the  

books of account and records of the  

foreign corporation, and the location of 

such books and records if different from  

such address;
(8) T he nam es, addresses, and identi ­

fying numbers of all U nited States per ­
sons who are the principal officers (for  

exam ple, president, vice president, sec ­
retary, treasurer, and com ptroller) or 

members of the board of director of the  

foreign corporation as of January 1, 
1963;

(9) A com plete description of the  

principal business activities in  w hich the  

foreign corporation is actually engaged  

and, if  th e  foreign corporation is a m em ­
ber of a group constituting a chain of 

ownership w ith  respect to  each un it of 

w hich the shareholder owns 5 percent 

or more in  value of the outstanding  

stock, a chart showing th e  foreign cor ­
poration’s position in  the chain of own ­
ership and the percentages of ownership;

(10) A copy of the follow ing sta te ­
m ents prepared in  accordance w ith  gen ­
erally accepted accounting principles and  

in  such form  and detail as is custom ary  

for the corporation’s accounting records:
(i) T he corporation’s profit and loss 

statem ent for the m ost recent com plete  

annual accounting period; and
(11) T he corporation’s balance sheet  

as of the end of the m ost recent com ­
plete annual accounting period;

(11) A statem ent showing as of Jan ­
uary 1, 1963, the am ount and type of 

any indebtedness of th e  fo re ig n -co r ­
poration—

(i) To any U nited S tates person own ­
ing 5 percent or m ore in  value of its  

stock, or
(ii) To any other foreign corporation  

ow ning 5 percent or more in  value of the  

outstanding stock of the foreign corpora­
tion  w ith respect to w hich the return is  

filed provided th a t the shareholder filing  

the return owns 5 percent or m ore in  

value of the outstanding stock of such  

other foreign corporation,

together w ith  the nam e, address, and  

identifying num ber, if  any, of each such  

shareholder or entity;
(12) A statem ent, as of January 1, 

1963, showing the nam e, address, and  

identifying num ber, if  any, of each per ­
son who is, on  January 1, 1963, a  sub ­
scriber to  the stock of th e  foreign  

corporation, and th e  num ber of shares  

subcribed to by each;
(13) A statem ent show ing the number 

of shares of each class of stock of the  

foreign corporation owned by each  

shareholder filing the return and—
(i) If such stock was acquired after  

Decem ber 31, 1953, the dates of acquisi­
tion, the am ounts paid or value given  

therefor, the m ethod of acquisition, i.e., 
by original issue, purchase on open  

m arket, direct purchase, g ift, inherit ­
ance, etc., and from  w hom  acquired; or

(ii) I f  such stock was acquired before  

January 1, 1954, a statem ent th a t such  

stock w as acquired before such date, and  

th e  value a t w hich such stock is carried  

on the books of such shareholder;
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(14) A statem ent showing as of Janu ­
ary 1, 1963, the nam e, address, and iden ­
tify ing  number of each U nited S tates  

person who owns 5 percent or more in  

value of the outstanding stock of the for ­
eign corporation, the classes of stock  

held, the number o f shares of each class  

held, including th e  nam e, address, and  

identifying number, if# any, of each ac ­
tual owner if  such person is different 

from  the shareholder of record and a 

statem ent of th e  nature and am ount of 

the interests of each such actual owner; 

and
(15) T he tota l number of shares of 

each class of outstanding stock of the  

foreign corporation (or other data ind i­
cating the shareholder’s percentage of 

ow nersh ip ).
(c) R etu rn s requ ired  of U n ited  S ta te s  

persons w h en  lia b ility  to  file arises a f te r  

Jan u ary  1, 1963— (1) U n ited  S ta te s  p e r ­
sons requ ired  to  file. A return on Form  

959 (Rev. Jan. 1963), relating to the or ­
ganization or reorganization of a foreign  

corporation and to the acquisition of its  

stock, containing the inform ation re ­
quired by subparagraph (3) of th is para ­
graph, shall be m ade by each U nited  

States person, as defined in  section 7701
(a) (30), when a t any tim e after January  

1, 1963—
(i) Such person acquires (w hether in  

one or more transactions) outstanding  

stock of such foreign corporation w hich  

has, or w hich when added to any such  

stock then  owned by h im  (excluding any  

stock owned by him  on January 1, 1963, 
if  on th a t date he owned 5 percent or 

more in  value of such stock) has, a value  

equal to 5 percent or more in  value of 

the outstanding stock of such foreign  

corporation, or
(ii) Such person, having already  

acquired the interest referred to in  para ­
graph (b) of th is section  or in  subdivi ­
sion  (i) o f  th is  subparagraph—

(a) Acquires (w hether in  one or more 

transactions) an  additional 5 percent 

or m ore in  value of the outstanding stock  

of such foreign corporation,
(b) Owns 5 percent or m ore in  value  

of the outstanding stock of such foreign  

corporation w hen such foreign corpora ­
tion  is reorganized (as defined in  para ­
graph ( f ) ) ,  or

(c) Disposes of sufficient stock in  such  

foreign corporation to  reduce h is interest  

to less th an  5 percent in  value of the  

outstanding stock of such foreign cor ­
poration.

T he provisions of th is subparagraph  

m ay be illustrated by the follow ing  

exam ples:
E xam ple (1) .  On January 15, 1963, A, a 

U nited States person, acquires 5 percent in  

value of th e  outstand ing stock of M, a for ­
eign  corporation. A m ust file a return under  

the provisions o f th is  subparagraph.
E xam ple  (2 ) . On January 1, 1963, B, a  

U nited States person, owns 2 percent in  

value o f th e  outstand ing  stock of M, a. for ­
e ign  corporation. B is n o t required to file a  

return under th e  provisions of th is  section  

because he does n o t own 5 percent or more 

in  value of th e  outstand ing  stock  of M Cor­
poration. On February 1, 1963, B acquires  

an  additional 3  percent in  value of th e  

outstand ing stock o f M Corporation. B m ust  

file a  return under th e  provisions of th is  

subparagraph.
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E xam ple  (3 ) . On January 1, 1963, C, a 

U nited  S tates person, ow ns 6  percent in  

value o f th e  outstan d in g  stock  o f M, a for ­
e ign  corporation. C  m u st file a return under  

th e  provisions o f paragraph (b ) o f th is  sec ­
tion . On February 1, 1963, C  acquires an  

add itional 2  percent in  value o f th e  o u t ­
stan d in g  stock  o f M Corporation in  a trans ­
action  n o t involv ing a reorganization. C is  

n o t required to  file  a  return under th e  pro ­
v isions o f th is  subparagraph.

E xam ple  (4) .  The facts are th e  sam e as 

in  Exam ple (3) except th at, in  addition, on  

April 1, 1963, C acquires 2 percent in  value  

of th e  outstan d in g  stock  o f M Corporation  

in  a transaction n o t involving a reorganiza­
tion . (C ’s to ta l hold ings are now  10 per ­
cen t.) C is n o t required to  file a return  

under th e  provisions o f th is  subparagraph  

because he has n o t acquired 5 percent or 

more in  value o f th e  outstan d in g  stock  of 

M Corporation since he last becam e liable  

to  file a return. On May 1, 1963, C ac ­
quires 1 p ercent in  value o f th e  ou tstan ding  

stock  o f M Corporation. C m u st file a re­
tu rn  under th e  provisions o f th is subpara ­
graph.

E xam ple (5) .  On June 1, 1963, D, a U nited  

S ta tes person, ow ns 12  percent in  va lu e o f  

th e  ou tstan d in g  stock  o f M, a foreign cor­
poration. Also, on  June 1, 1963, M Cor­
poration is  Reorganized and, as a resu lt o f  

su ch  reorganization, D owns on ly 6  percent  

of th e  outstan d in g  sto ck  o f such  foreign  

corporation. D m u st file  a return under th e  

provisions o f th is  subparagraph.
E xam ple (6) .  The facts are th e  sam e as 

in  Exam ple (5) except th a t, in  addition, on  

Novem ber 1, 1970, D donates 2 percent o f  

th e  outstan d in g  stock of M Corporation to  

a charity. S ince D  has disposed o f sufficient 

stock  to  reduce h is  in terest in  M Corpora­
tion  to  less th an  5 percent in  value o f th e  

o u tstan d in g  stock  o f su ch  corporation, D  

m u st file a return under th é  provisions of  

th is  subparagraph.

(2) S h areh o lders w ho becom e U nited  

S ta te s  persons. A return on Form 959 

(Rev. Jan . 1963), relating to the orga ­
n ization  or reorganization of a  foreign  

corporation and to the acquisition o f its  

stock, containing the in form ation re ­
quired by subparagraph (3) of th is  par ­
agraph, shall also be m ade by each p er ­
son  who at any tim e after January 1, 
1963, becom es a U nited S ta tes person  

w hile owning 5 percent or m ore in  value  

o f the outstanding stock of such for ­
eign  corporation.

(3) In fo rm a tio n  requ ired  to  be  show n  

on  re tu rn — (i) In  general. The return  

on  Form  959 (Rev. Jan. 1963), required  

to  be filed by persons described in  sub-  

paragraphs (1) an d  (2) of th is para ­
graph, shall set forth  the sam e inform a ­
tion as is required by the provisions of 

paragraph (b) of th is section except th at  

where such provisions require in form a ­
tion  w ith  respect to January 1, 1963, such  

inform ation shall be furnished w ith T e -  

spect to th e  date on w hich liability arises  

to  file the return required under th is  

paragraph.
t tb  A d d itio n a l in form a tion . In  addi­

tion  to the inform ation required under  

subdivision (i) of th is subparagraph, the  

follow ing inform ation shall also be fur ­
n ished in  the return required under th is  

paragraph :
(a) T he date on or after January 1, 

1963, if  any, on w hich such shareholder  

(or shareholders) la st filed a  return  

under th is section w ith  resp ect-to  the  

corporation;
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(b) I f  a return is filed  by reason of 

becom ing a United S tates person, the  

date the shareholder becam e a U nited  

S tates person;
(c) I f  aT etu m  is  filed by reason of the  

disposition o f stock, th e  date and m ethod  

of such  disposition and th e  person to  

whom  such disposition was m ade; and
(d )  I f  a return is filed by reason of the  

organization or reorganization of the for ­
eign  corporation on or after January 1, 
1963, th e  follow ing inform ation:

Xt) A statem ent showing a detailed  

list o f th e classes and kinds of assets  

transferred to th e foreign corporation in ­
cluding a description of the assets (such  

as a list of patents, copyrights, stock, se ­
curities, e tc .) , the fa ir  m arket value of 

each asset transferred (and, if  such  

asset is  transferred by a  U nited S tates  

person, its  adjusted basis), th e  date of 

transfer, the nam e, address, and identi ­
fy ing num ber, if  any, of th e  owner im ­
m ediately  prior to  the transfer, and th e  

consideration paid by the foreign corpo­
ration for such transfer;

(2) A statem ent show ing the assets  

transferred and th e  notes or securities  

issued by the foreign corporation, the  

nam e, address, and identifying num ber, 
if  any, o f  each person to whom  such  

transfer or issue was m ade, and th e  con ­
sideration paid  to  th e  foreign corpora ­
tio n  for  such transfer or issue; and

(3) An analysis of the changes in  the  

corporation’s surplus accounts occurring  

o n  or after January 1, 1963.
(iii) Exclusion o f in fo rm a tio n  p re v i ­

ously  fu rn ish ed . I n  any case w here any  

identical item  of inform ation required to  

be filed under th is  paragraph by a share ­
holder w ith respect to  a foreign corpora­
tion  has previously been furnished by 

such shareholder in  any return m ade in  

accordance w ith  th e  provisions of th is  

section, such shareholder m ay satisfy  the  

requirem ents of th is paragraph by filing  

Form 959 (Rev. Jan. 1963), identifying  

such item  of inform ation, th e date fur ­
n ished, and stating  th at it  is  unchanged.

(d) A ssocia tions, etc . R eturns are r e ­
quired to be filed in  accordance w ith  th e  

provisions of th is section  w ith  respect to  

any foreign association, foreign jo in t-  

stock com pany, or foreign insurance  

com pany, etc., w hich would be consid ­
ered to be a corporation under § 301.7701- 

2 of th is chapter (R egulations on Pro ­
cedure and A dm inistration). Persons  

who would qualify by the nature of their  

functions and ow nership in  such associa ­
tions, etc., as officers, directors, or share ­
holders thereof will be treated as such  

for purposes of th is section  w ithout re ­
gard to their designations under local 

law.
<e) S pecia l provision s— (1) R etu rn  

jo in tly  m ade. Any two or more persons  

required under paragraph (a) of th is  

section  to m ake a return w ith respect, to  

one or m ore shareholders of th e  sam e  

corporation, or under paragraph (b) or
(c) o f  th is section to  m ake a return w ith  

respect to th e sam e corporation, m ay in  

lieu  of m aking several returns, jo intly  

m ake one return.
(2) S ep a ra te  re tu rn  fo r  each  corpora ­

tion . W hen returns are required w ith  

respect to m ore th an  one foreign  corpo­

ration, a separate return m ust be made 

for each corporation.
(3) U se o f pow er of a tto rn e y  by offi­

cers o r  d irec to rs— (i) In  general. Any 

tw o or more persons required under par­
agraph (a) of th is section to make a 

return w ith respect to  one or more share­
holders of the sam e corporation may, by 

m eans of one or m ore duly executed 

powers of attorney, constitute one of 

their number as attorney in  fa c t  for the 

purposé of m aking su ch  returns or for 

the purpose of m aking a joint return 

under subparagraph (1) of th is para­
graph.

(ii) N atu re  of pow er of attorney. 
The power o f attorney ref erred to in  sub­
division (D of th is subparagraph shall 
be lim ited to the m aking o f returns re­
quired under paragraph (a) of this sec­
tion  and shall be lim ited to a single cal­
endar year w ith respect to  which such 

returns are required.
(iii) M an n er of execu tion  o f pouter of 

a tto rn ey . T he use of technical language 

in  the preparation of the power of at­
torney referred to in  subdivision (i) of 

th is subparagraph is not necessary. 
Such power o f  attorney shall be signed 

by the individual U nited S tates citizen 

or resident required to file a  return or 

returns under paragraph (a) of this sec­
tion . Such power of attorney m ust be 

acknowledge before a notary public or, 
in  lieu thereof, w itnessed by two disin­
terested persons. T h e notarial seal 
m ust be affixed un less such seal is  not re­
quired under the laws of the state or 

country wherein such power of attorney 

is  executed.
(iv) M anner of execu tion  of return  

u n d er  a u th o rity  o f pow er of attorney. 
A return m ade under authority of one or 

more powers of attorney referred to in 

subdivision (i) of th is sub-paragraph  

shall be signed by  the attorney in  fact 

for each principal for which such at­
torney  in  fact is  acting. A copy of such 

one or more powers of attorney shall be 

kept a t a convenient and safe location 

accessible to  internal revenue officers, 
and shall a t a ll tim es be available for 

inspection by such officers.
(v) E ffect on  pen a lties. The fact that 

a return« is made under authority of a 

power of attorney referred to in  sub­
division (i) o f th is subparagraph shall 
not affect th e principal's liability for 

penalties provided for failure to file a 

return required under paragraph (a) of 

th is section  or for filing a false or fraud­
u lent return.

(4) Persons excep ted  from  filing re ­
tu rn s. Any person required to make a 

return under paragraph (b) or (c) of 

th is  section w ith respect to a foreign 

corporation need n o t make such return 

provided all of the follow ing conditions 

axe m et:
(i) Such person does not directly own 

an interest in  the foreign corporation;
(ii) Such  person is required to furnish  

th e  inform ation solely by reason of at ­
tribution o f stock , ownership from a 

U nited S tates person under paragraph
(i) of th is section; and

(iii) T he person from  whom the stock 

ow nership  is attributed furnishes all of 

th e  inform ation required under para-
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graph (b) or <c) of th is section of the  

person to  whom such stock ownership is

a ttr ib u ted .^  excep ted  f rom  f urn ish in g

items of in form ation . Any person re ­
a r e d  to furnish any item  of in form a ­
tion under paragraph (b) or (c) of th is  

section with respect to a  foreign corpora ­
tion may, if such item  of inform ation is  

furnished by another person having an  

equal or greater stock interest (measured  

in terms of value of such stock) in  such  

foreign corporation, satisfy  such require­
ment by filing a  statem ent w ith  h is  re ­
turn on Form 959 (Rev. Jan. 1963) ind i­
cating that such liability h as been  

satisfied and identifying th e  return in  

which such item  of inform ation was  

included.
(f) M eaning of term s. For purposes 

of this section—
(1) Acquisition. Stock in  a foreign  

corporation shall be considered acquired  

when a person has an unqualified right  

to receive such stock, even though such  

stock is not actually issued. For ex ­
ample, when under the law  of a foreign  

country, all the necessary steps for in ­
corporation are com pleted but stock in  

the corporation will not be issued w ithin  

30 days, every United S tates citizen or 

resident who is an officer or a director of  

such corporation, provided a  U nited  

States person has an interest of 5 per ­
cent or more in  such corporation, and  

every such United S tates person shall, 
within 90 days of the date of incorpora ­
tion, file the returns required under sec ­
tion 6046 and th is section. In  th e  case  

of a reorganization, new stock m ay be 

acquired, depending on th e  type of re ­
organization, whether or n ot any stock  

certificates are surrendered or exchanged  

or the designation of such stock is  

altered.
(2) Reorganization. W ith respect to  a  

foreign corporation, the term  "reorgani­
zation” shall mean not only a transaction  

described in  section 36 8 (a )(1 ) and the  

regulations thereunder but also any  

other transaction or series of transac ­
tions which has the sam e effect.

(g) M ethod of reportin g . All am ounts  

furnished in  returns prescribed under  

this section shall be expressed in  U nited  

States currency with a  statem ent of the  

exchange rates used. All statem ents re ­
quired to be subm itted on or w ith  returns  

under this section shall be rendered in  

the English language.
(h) Actual ow nership  of s tock . I f  any  

shareholder, referred to in  th is  section, 
is not the actual owner of the stock of the  

foreign corporation, the inform ation re ­
quired under th is section shall be fu r ­
nished in  the nam e of and by such actual 

owner. For example, in  the case of stock  

held by a nominee, the inform ation re ­
quired under th is section shall be fu r ­
nished by the actual owner of such stock.

(i) C onstructive ow nership  o f s tock—  

(1) Jn general. Stock owned directly or 

indirectly by or for a foreign corpora­
tion or a foreign partnership shall be 

considered as being owned proportion-
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ately by its  shareholders or partners. 
Thus, any U nited S tates person who is 

a member of a nonresident foreign part ­
nership w hich becomes a shareholder in  

a foreign corporation shall be considered  

to be a shareholder in  such foreign cor ­
poration to the extent of h is proportion ­
ate share in  such partnership.

(2) M em bers of fa m ily . An individual 

shall be considered as owning the stock  

owned directly or indirectly  by or for  

his brothers and sisters (w hether by the  

whole or half b lood ), h is spouse, h is an ­
cestors, and h is lineal descendants. 
However, w hen stock is treated as owned  

by an individual under the rule provided  

in  th is subparagraph, it  shall not be 

treated as owned by him  for the purpose 

of again applying such rule in  order to  

m ake another the constructive ow nel of 

such stock. T he provisions of th is sub- 

paragraph m ay be illustrated by the fo l ­
lowing exam ple:

E xam ple. H, W, and HP are U nited  

S tates c itizens. W, w ife o f H, ow ns 20 per ­
c en t o f th e  value o f th e  outstand ing  stock  of 

X , a  foreign corporation. X  Corporation  

ow ns 90 percent of th e  value o f th e  o u t ­
stand ing stock o f Y Corporation, a foreign  

corporation. Y Corporation becom es th e  

owner of 50 percent o f th e  value of th e  o u t ­
stan d in g  stock  of each o f tw o new ly or­
ganized foreign corporations, M and N. In  

applying th e  “m em bers o f fam ily” rule, H 

is  considered to  ow n 2 0  percent o f th e  value  

of th e  outstan d in g  stock  o f X  Corporation, 
and 18 percent o f th e  value o f th e  ou tstan d ­
in g  stock  of Y  Corporation, and  9 percent  

of M Corporation and N Corporation. How ­
ever, HP, th e  father of H, is  n o t considered  

to  ow n stock  o f X , Y, M, or N since h is  

son, H, is  n o t treated as th e  owner o f such  

stock  for purposes o f again  applying th e  

“m em bers o f fam ily” rule.

(j) T im e an d  p lace fo r filin g retu rn —  

(1) T im e fo r filing. Any return re ­
quired by section 6046 and th is section  

sh a ll be filed on or before th e  90th day  

after the day on w hich  a U nited S tates  

citizen, resident, or person becom es  

liable to file such return under any pro ­
vision  of section  6046(a) and of para ­
graph (a ) , (b ), or (c) of th is  section. 
T he D irector of International Opera­
tions is authorized to grant reasonable  

extensions of tim e for filing returns  

under section  6046 and th is  section  in  

accordance w ith  th e  applicable provi­
sions of section  6081(a) and § 1.6081-1.

(2) P lace fo r  filing. R eturns required  

by section  6046 and th is section  shall be  

filed w ith  th e  D irector of International 

Operations, Internal Revenue Service, 
W ashington 25, D.C.

(k) P en a lties. (1) For crim inal pen ­
a lties for failure to file a return and fil ­
ing a false or fraudulent return, see sec ­
tions 7203, 7206, and 7207.

(2) For civil penalty for failure to file  

return, or failure to show  inform ation  

required on a  return, under th is  section, 
see section  6679.

Pa r . 5. At the end of the regulations  

in  Part 301 relating to  Additions to  the  

T ax, A dditional Am ounts, and Assessable  

Penalties, there are inserted the follow ­
ing new sections:
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§ 3 0 1 .6 6 7 9  S tatu tory  p ro v is io n s; fa ilu r e  

to  f i le  retu rn s as to  o rg a n iza tio n  or  

reo rg a n iz a tio n  o f  fo r e ig n  co rp ora ­
t io n s  a n d  as to  a cq u is itio n s  o f  th e ir  

stock .

Se c . 6679. F ailure  to  file re tu rn s as to  o r ­
g a n iza tio n  or reorg a n iza tio n  o f fore ign  cor ­
p o ra tio n s  an d  as to  a cq u is itio n s  o f th e ir  

s to c k — (a) C iv il p e n a lty . In  addition  to  any  

crim inal penalty  provided by law, any per ­
son  required to  file a return under section  

6 0 4 6  w ho fa ils to  file such  return at th e  tim e  

provided in  su ch  section , or w ho files a  

return w hich  does n o t show  th e  in form a ­
tio n  required pursuant to  su ch  section , shall 

pay a pen alty  o f $ 1 ,0 0 0 , un less i t  is show n  

th a t  su ch  failure is due to  reasonable cause.
(b ) D eficiency p rocedu res n o t to  a p p ly . 

Subchap ter B o f chapter 63 (relating to  de ­
ficiency procedure for incom e, estate, and  

g ift taxes) sha ll n o t apply in  respect of th e  

assessm ent or co llection  o f any penalty  im ­
posed by subsection  ( a ) .

[Sec. 6679 as added by sec. 2 0 (c ) , R evenue  

A ct 1962 (76 S tat. 1062) ]

§ 3 0 1 .6 6 7 9 —1 F a ilu re  to  f i le  re tu rn s as  

to  o rg a n iza tio n  o r  reo rg a n iz a tio n  o f  

fo r e ig n  co rp o ra tio n s an d  as to  ac ­
q u is it io n s  o f  th e ir  sto ck .

(a) C ivil p e n a lty — (1) In  general. In  

addition to any crim inal penalty  pro­
vided by law, each person required to file  

a return under section  6046, and the  

regulations thereunder, who fa ils to file  

such a return w ithin  th e  tim e provided, 
or who files a return w hich does not  

show th e  required inform ation, shall pay  

a penalty  of $1,000, unless such failure  

is show n to be due to  reasonable cause.
(2) J o in t re tu rn . T he penalty  im ­

posed by section  6679 and th is section  

shall apply to each U nited S tates c it i ­
zen, resident, or person filing a jo in t  

return pursuant to the provisions of sec ­
tion  6046 and § 1.6046-1, w hich does not  

show the required inform ation.
(3) Sh ow in g of reason able  cause. 

The penalty  im posed by section 6679 

shall not apply if  it  is  established to the  

satisfaction  of the D irector of Interna ­
tional O perations th a t such failure w as  

due to a reasonable cause. An affirma­
tive show ing of reasonable cause m ust  

be m ade in  the form  of a w ritten sta te ­
m ent, containing a declaration th a t it  

is m ade under the penalties of perjury, 
setting  forth  all the facts alleged as a  

reasonable cause. I f  th e  taxpayer ex ­
ercises ordinary business care and pru ­
dence and is nevertheless unable to fu r ­
n ish  any item  of inform ation required  

under section 6046, and the regulations  

thereunder, such failure shall be con ­
sidered due to  a  reasonable cause. In  

determ ining th e exten t of a taxpayer’s  

ability to  obtain inform ation, the per ­
centage of stock owned by such taxpayer  

and the nature of the other interests in  

the foreign corporation w ill be con ­
sidered.

(b) D efic iency procedures n o t to  app ly . 
T he penalty  im posed by section 6679 m ay  

be assessed and collected w ithout regard  

to the deficiency procedures provided by  

subchapter B  of chapter 63 of the Code.
[F.R. Doc. 62-11971; F iled , Nov. 30, 1962;

8:52 a.m.]
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T it le  3 8 — P EN SIO N S, BO N U SES, 
A N D  V ET ER A N S’ R ELI EF

C h a p t e r  I— V e t e r a n s  A d m i n i s t r a t i o n  

P A R T  3 — ' A D JU D I C A T I O N

S u b p a r t  A — P e n s i o n ,  C o m p e n s a t i o n ,

a n d  D e p e n d e n c y  a n d  I n d e m n i t y

C o m p e n s a t i o n

M i s c e l l a n e o u s  Am e n d m e n t s

1. In  § 3.1, paragraphs (p ), (q ), and  

(r) are added to read as follows:

§ 3 .1  D e fin it io n s .

♦ * * * *

(p) “Claim ”— “Application” m eans a  

form al or inform al com m unication in  

w riting requesting a  determ ination of  

entitlem ent or evidencing a belief in  en ­
titlem ent, to  a benefit.

(q) “N otice” m eans w ritten  notice  

sen t to  a claim ant or payee at h is latest  

address of record.
(r) “D ate of receipt” m eans the date  

on w hich a claim , inform ation or evi ­
dence w as received in  th e  Veterans Ad­
m inistration, except as to  specific provi­
sions for claim s or evidence received in  

th e  S tate  D epartm ent (§ 3.108), or in  th e  

Social Security A dm inistration (§3.153, 
§3.201), or D epartm ent o f D efense as  

to  in itia l claim s filed a t or prior to  

separation.

2. A new § 3.20 is added to read as fo l ­
lows:

§ 3 .2 0  W idow ’s b e n e fit  fo r  m o n th  o f  

v etera n ’s d ea th .

W here th e  veteran died on or after  

Decem ber 1,1962, th e rate of death  pen ­
sion, death  com pensation or dependency  

and indem nity com pensation otherwise  

payable for h is widow for th e  m onth in  

w hich  th e death  occurred shall be not  

less th an  th e am ount of pension or com ­
pensation  w hich  would have been pay ­
able to  or for th e  veteran for th a t m onth  

but for h is death. (38 U.S.C. 3110; secs. 
4 and 7, Public Law 87-825)

3. In  § 3.105, the introductory portion  

preceding paragraph (a) and para ­
graphs (a ) , (d ) , and (e) are am ended  

and paragraph (f) is  added to read as  

follows:

§ 3 .1 0 5  R e v is io n  o f  d ec is io n s .

T he provisions of th is  section  apply ex ­
cept w here an  award was based on an  act  

of com m ission or om ission by th e  payee, 
or w ith  h is  know ledge (§ 3 .500 (b ));  

there is  a  change in  law  or a  Veterans  

A dm inistration issue, or a  change in  

in terpretation  of law  or a Veterans  

A dm inistration issue (§ 3.114) ; or the  

evidence establishes th a t service connec ­
tion  was clearly illegal. T he provisions  

w ith  respect to  th e  date of discontinu ­
ance of benefits are applicable to  run ­
n ing  awards. W here the award h as been  

suspended, and i t  is  determ ined th a t no  

additional paym ents are in  order, the  

award w ill be discontinued effective date  

of la st paym ent.
(a) E rror. Previous determ inations  

on  w hich an action  w as predicated, in ­
cluding decisions of service connection,

degree of disability, age, marriage, re ­
lationship, service, dependency, line of  

duty, and other issues, w ill be accepted  

as correct in  the absence of clear and  

unm istakable error. W here evidence  

establishes such error, the prior decision  

w ill be reversed or am ended. For the  

purpose of authorizing benefits, the ra t ­
ing or other adjudicative decision which  

constitutes a reversal of a prior decision  

on the grounds of clear and unm istak ­
able error has th e sam e effect as if  the  

corrected decision had been m ade on the  

date of the reversed decision. Except as  

provided in  paragraphs (d) and (e) of  

th is  section, where an award is reduced  

or discontinued because of adm inistra ­
tive error or error in  judgm ent, the pro­
visions of § 3.500(b) (2) w ill apply.

* ♦ * * *

(d) S everan ce of service  connection . 
Subject to the lim itations contained in  

§§3.114 and 3.957, service connection  

w ill be severed only where evidence es ­
tablishes th a t it  is  clearly and unm is ­
takably erroneous (the burden of proof 

being upon th e  G overnm ent). (W here  

service connection is severed because of  

a change in  or interpretation of a law or 

Veterans Adm inistration issue, the pro ­
visions of § 3.114 are for application.) 

A change in  diagnosis m ay be accepted  

as a basis for severance action  if  the  

exam ining physician or physicians or 

other proper m edical authority certifies  

th at, in  the light of all accum ulated  

evidence, th e  diagnosis on w hich service  

connection was predicated is clearly  

erroneous. T his certification m ust be 

accom panied by a sum m ary of the facts, 
findings, and reasons supporting th e  

conclusion. W hen severance of service  

connection is considered warranted, a  

rating proposing severance w ill be pre ­
pared setting  forth  a ll m aterial facts and  

reasons, and subm itted to  Central Office 

for review w ithout notice to the c laim ant  

or representative. R atings for carious  

or m issing teeth , pyorrhea, or V incent’s 

disease w ill not be subm itted. I f  the  

proposal is approved on review by Cen­
tral Office, th e  claim ant w ill be notified  

a t h is la test address of record of the  

contem plated action  and furnished de ­
ta iled  reasons therefor and w ill be given  

60 days for the presentation of additional 

evidence to  show th a t service connection  

should be m aintained. I f  additional 

evidence is n o t received w ithin  th a t  

period, rating  action  w ill be taken  and  

the award w ill be discontinued effective  

th e  last day of the m onth in  w hich the  

60-day period expired. (38 U.S.C. 3012
(b) (6) ; Public Law 87-825)

(e) R edu ction  in  eva lu ation— com ­
pen sa tion . W here th e  reduction in  

evaluation of a service-connected d is ­
ability or em ployability status is  

considered warranted and th e  lower 

evaluation would result in  a reduction  

or discontinuance of com pensation pay ­
m en ts  currently being m ade, rating  

action  w ill be taken. T he reduction  

w ill be m ade effective the la st day of the  

m onth  in  w hich a 60-day period from  

date of notice to the payee expires. T he  

veteran w ill be notified at h is la test ad ­
dress of record of the action  taken and

furnished detailed reasons therefor, and 

will be given 60 days for the presentation 

of additional evidence. (38 U s e  

3012(b) (6 ); Public Law 87-825)
(f) R edu ction  in  evalu ation— pension. 

W here a  reduction in  evaluation is con­
sidered warranted because of a change in 

non-service-connected disability or em­
ployability and the lower evaluation 

would result in  a reduction or discon­
tinuance of pension paym ents currently 

being made, the award w ill be reduced 

or discontinued effective the last day of 

the m onth in  w hich reduction or dis­
continuance of the award is approved 

T he veteran w ill be notified at his latest 

address o f record of the action taken and 

furnished detailed reasons therefor, and 

the conditions under w hich his claim 

m ay be reopened. (38 U.S.C. 3012(b)
(5 ); Public Law 87-825)

4. A new  § 3.114 is added to read as 
follows:

§ 3 .1 1 4  C h an ge o f  law  o r  V eterans Ad­
m in istr a tio n  is su e .

(a) E ffective d a te  of aw ards. Where 

pension, com pensation, or dependency 

and indem nity com pensation is awarded 

or increased pursuant to a liberalizing 

law  or a  liberalizing Veterans Admin­
istration  issue, approved by the Ad­
m inistrator or by h is direction, the ef­
fective date of such award or increase 

shall be fixed in  accordance with the 

facts found, but shall n o t be earlier than 

the effective date of the act or adminis­
trative issue.

(1) I f  a claim  is  reviewed on the 

in itiative of the Veterans Administration 

w ith in  1 year from  the effective date of 

th e  law or Veterans Adm inistration issue, 
or a t the request of a claim ant received 

w ith in  1 year from  th at date, benefits 

m ay be authorized from  the effective 

date of th e  law or Veterans Administra­
tion  issue.

(2) I f  a claim  is reviewed on the initia­
tive of th e  Veterans Adm inistration more 

th an  1 year after the effective date of 

th e  law or Veterans Adm inistration issue, 
benefits m ay be authorized for a period 

of 1 year prior to  the date of administra­
tive determ ination of entitlem ent.

(3) I f  a claim  is  reviewed at the re­
quest of th e  claim ant more than  1 year 

after th e  effective date of the law or 

Veterans A dm inistration issue, benefits 

m ay be authorized for  a  period of 1 

year prior to  the date of receipt of such 

request. (38 U.S.C. 3 0 1 0(g ); Public Law 

87-825)
(b) D iscon tin u an ce o f "benefits. Where 

th e  reduction or discontinuance of an 

award is in  order because of a change 

in  law  or a  Veterans Administration 

issue, or because of a change in  inter­
pretation  of a law  or Veterans Adminis­
tration  issue, the payee w ill be notified 

a t h is la test address of record of the 

contem plated action  and furnished de­
ta iled  reasons therefor, and will be given 

60 days for the presentation of additional 
evidence. I f  additional evidence is not 

received w ith in  th a t period, the award 

w ill be reduced or discontinued effective 

th e  last day of th e  m onth in  which the 

60-day period expired. (38 U.S.C. 3012
(b) (6 );  Public Law 87-825)
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5. In § 3.152, paragraph (c) (1) 

amended to read as follows:

§ 3 .152 C la im s fo r  d ea th  b en e fits .

* * * * *
(C) ( i)  Where a ch ild ’s entitlem ent to  

dependency and indem nity com pensa ­
tion arises by reason of term ination of 

a widow’s right to dependency and in ­
demnity com pensation or by reason of 

attaining the age of 18 years, a claim  

will be required. (38 U.S.C. 3010(e))  

Where the award to the widow is ter ­
minated by reason of her death, a claim  

for the child w ill be considered a claim  

for any accrued benefits w hich m ay be 

payable.
* * * * *

6. Immediately follow ing § 3.152, a 

new cross reference is added so th a t the  

cross references read as follows:

Cr o s s  Re f e r e n c e s : S tate D epartm ent as 

agent of Veterans A dm inistration. See 

§ 3.108.
Change in  status of dependents. See

§3.651. , ^

7. Section 3.154 is revised to read as 

follows:

§ 3 .1 5 4  In ju ry  d u e  to  h o sp ita l trea t ­
m ent, etc.

A formal claim for pension, com pensa ­
tion, dependency and indem nity com ­
pensation or any statem ent in  a com ­
munication showing an in ten t to file a 

claim for disability or for death benefits  

resulting from the pursuit of a course 

of vocational rehabilitation, hospitaliza ­
tion, medical or surgical treatm ent, or 

examination under Veterans Adm inis ­
tration laws m ay be accepted as a claim . 
(38 U.S.C. 351; sec. 3, Public Law 87-825)

8. Immediately following § 3.154, the  

cross references are revised to  read as  

follows:

Cr o s s  Re f e r e n c e s : Effective dates. See  

§ 3.400.
Disability or death  due to  hosp italization , 

etc. See § 3 .800(a).

9. In §3.156, former paragraphs (a ) ,  

(b>, (c ), ( f ) , and (g) are canceled; 

former paragraph (d) revised and re ­
designated ( a ) ; and former paragraph
(e) redesignated (b ) , so th a t the revised  

§ 3.156 reads as follows:

§ 3 .1 5 6  New  and  m a ter ia l ev id en ce .

(a) New and m aterial evidence re ­
ceived prior to the expiration of the ap ­
peal period, or prior to the appellate de ­
cision, will be considered as having been  

filed in connection w ith the claim  w hich  

was pending at the beginning of the ap ­
peal period.

(b) Where the new and m aterial evi ­
dence consists of a supplem ental report 

from the service departm ent, received  

before or after the decision has become  

final, the former decision w ill be recon ­
sidered by the adjudicating agency of 

original jurisdiction. This com prehends 

official service departm ent records w hich  

presumably have been m isplaced and  

have now been located and forwarded to  

the Veterans Adm inistration. Also in ­
cluded are corrections by the service de ­
partment of former errors of com m ission  

or omission in  the preparation of the  

prior report or reports and identified as

is such. T he retroactive evaluation of dis ­
ability resulting from  disease or injury  

subsequently service connected on the  

basis of the new evidence from  th e  serv ­
ice departm ent m ust be supported ade ­
quately by m edical evidence. W here  

such records clearly support the assign ­
m ent of a  specific rating over a part or 

th e entire period of tim e involved, a  ret ­
roactive evaluation w ill be assigned ac ­
cordingly except as it  m ay be affected by 

the filing date of the original claim .

10. In  § 3.157, th eh ead n ote, paragraph  

(a) and subparagraphs (1) and (3) of  

paragraph (b) are am ended to read as 

follows :

§ 3 .1 5 7  R ep o rt o f  e x a m in a tio n  or  h o s ­
p ita liza tio n  as c la im  fo r  in crea se  or  

to  reo p en .

(a) G eneral. Effective date of pen ­
sion or com pensation benefits, if  other ­
w ise in  order, w ill be the date of receipt 

of a claim  or the date w hen en titlem ent  

arose, whichever is th e later. A report 

o f exam ination or hospitalization w hich  

m eets the requirem ents of th is section  

w ill be accepted as an inform al claim  for  

benefits under an  existing law or for  

benefits under a  liberalizing law or V et ­
erans A dm inistration issue, if  th e  re ­
port relates to a  disability w hich m ay  

establish entitlem ent. Acceptance of a  

report of exam ination or treatm ent as a  

claim  for increase or to reopen is  subject 

to  th e  requirem ents of § 3.114 w ith  re ­
spect to  action  On Veterans A dm inistra ­
tion  in itiative or at the request of the  

claim ant and the paym ent of retroactive  

benefits from  th e  date o f the report or 

for a period of 1 year prior to the date of 

receipt of the report. (38 U.S.C. 
3010(a) ; Public Law 87-825)

(b) Claim . * * *
(1) R e p o r t o f V eteran s A d m in istra ­

tion  exam in a tion  or h o sp ita liza tio n  a t  

V eteran s A dm in istra tio n  expense. The  

date of outpatient or hospital exam ina ­
tion  or date of adm ission to a Veterans  

A dm inistration hospital or date of ad ­
m ission to a non-V eterans A dm inistra ­
tion  hospital if  previously authorized will 

be accepted as the date of receipt of a  

claim . If subsequently authorized the  

date the Veterans Adm inistration re ­
ceived notice of adm ission to a non-V et ­
erans Adm inistration hospital will be 

accepted.
* * * * *

(3) S ta te  and o th er in stitu tio n s.  
W hen subm itted by or on behalf of the  

veteran and en titlem ent is shown, date  

of receipt by the Veterans A dm inistra ­
tion  of exam ination reports, clinical 

records, and transcripts of records w ill 

be accepted as the date of receipt of a  

claim  if received from  State, county, 
m unicipal, recognized private in stitu ­
tions, or other Governm ent hospitals. 
These records m ust be authenticated  by 

an appropriate official o f the institution. 
B enefits w ill be granted if the records 

are adequate for rating purposes; other ­
w ise findings w ill be verified by official 
exam ination. Reports received from  

private institu tions not listed (by the  

A m erican H ospital A ssociation m ust be 

certified by the Chief M edical Officer of 

the Veterans A dm inistration or h is phy ­
sician  designee.

11. Section  3.158 is revised to read as  

follows:

§ 3 .1 5 8  A b an d on ed  c la im s.

(a) G eneral. W here evidence re ­
quested in  connection w ith an original 

claim , a  claim  for increase or to reopen  

or for the purpose of determ ining con ­
tinued en titlem ent is not furnished  

w ithin  1 year after the date of request, 
the claim  w ill be considered abandoned. 
A fter the expiration of 1 year, further  

action  w ill not be taken unless a new  

claim  is received. Should  the right to  

benefits be finally established, pension, 
com pensation, or dependency and in ­
dem nity com pensation based on such  

evidence shall com m ence n o t earlier  

th an  the date of filing the new claim .
(b) V eteran s A d m in is tra tio n  exam in ­

a tions. W here the veteran fa ils w ithout  

adequate reason to respond to  an  order 

to report for Veterans A dm inistration  

exam ination w ith in  1 year from  the date  

of request and paym ents have been dis ­
continued, the claim  for such benefits  

w ill be considered abandoned.
(c) D isappearance. W here paym ents  

of pension, com pensation, or dependency  

and indem nity com pensation have not  

been m ade or have been discontinued be ­
cause a  payee’s present whereabouts is  

unknown for a period of 1 year or more, 
paym ents w ill not be m ade for any period  

prior to the date the evidence showing  

the payee’s present whereabouts is re ­
ceived in  the Veterans Adm inistration, 
if  otherwise in  order.

12. Im m ediately  follow ing § 3.158, two  

new cross references are added so th a t  

the cross references read as follows:
Cr o s s  Re f e r e n c e s : D eterm inations of do ­

m estic sta tu s and dependency. See § 3.652.
Failure to  report for Veterans A dm inistra ­

t ion  exam ination. See § 3.655.
Disappearance of veteran. See § 3.656.

13. A new § 3.160 is added to read as  

fo llow s:

§ 3 .1 6 0  S tatus o f  c la im s.

T he following defin itions are applica ­
ble to claim s for pension, com pensation, 
and dependency and indem nity com pen ­
sation.

(a) In form al cla im . See § 3.155.
(b) O rig in al c la im . An in itia l form al 

application on a form  prescribed by the  

Adm inistrator (See §§3.151, 3.152).
(c) P ending  cla im . An application, 

form al or inform al, w hich has not been  

finally adjudicated.
(d) F in ally  a d ju d ica ted  cla im . An  

application, form al or inform al, w hich  

has been allowed or disallowed by the  

agency of original jurisdiction, the action  

having becom e final by the expiration of 

1 year after the date of notice of an  

award or disallowance, or by denial on  

appellate review, whichever is the earlier. 
See § 3.104(c).

(e) R eopen ed  cla im . Any application  

for a benefit received after final d isal ­
lowance of an  earlier claim .

(f) C la im  fo r  increase. Any applica ­
tion  for an increase in  rate of a benefit  

being paid under a current award, or 

for resum ption of paym ents previously  

discontinued.
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14. In § 3.213, paragraphs (a) and Cb) 
are am ended to read as follows:

§ 3 .2 1 3  C h an ge o f  sta tu s a ffe c tin g  e n ­
t it le m e n t.

(a) G en eral. Proof w ill be required  

to  establish a change of status which  

would result in  paym ent of a higher rate  

o f pension, com pensation or dependency  

and indem nity com pensation. For the  

purpose of reducing or discontinuing  

such benefits, a  statem ent by a claim ant  

or payee setting  forth  the m onth and  

year of change of status w hich would re ­
su lt in  a reduction or discontinuance of  

benefits to  th a t person w ill be accepted, 
in  the absence of contradictory inform a ­
tion. T his includes:

(1) V eteran . A statem ent by the vet ­
eran setting  forth the m onth and year  

of death  o f a  wife, child, or dependent 

parent.
(2) W idow . A statem ent by the widow  

or rem arried widow setting forth  the  

m onth and year of rem arriage and her  

present nam e. (An award for a child  

or children who are otherwise entitled  

m ay be m ade to com m ence the day fo l ­
lowing the date of discontinuance of  

paym ents to  the widow.)
(3) C hild . A statem ent by the veteran  

or widow (where an additional allow ­
ance is being paid to th e  veteran or 

widow for a c h ild ) , or fiduciary, setting  

forth the m onth and year of the ch ild ’s 

death, m arriage, or d iscontinuance of  

school attendance. A sim ilar statem ent  

by a child who is receiving paym ents di ­
rect w ill be accepted to establish h is  

m arriage or the discontinuance of school 

attendence. W here appropriate, the  

m onth and year of discontinuance of  

school attendance w ill be required in  ad ­
d ition  to the m onth  and year of death or 

m arriage of a child.
(4) P a ren t. A statem ent by a parent 

setting  forth  the m onth  and y ea r:
(i) Of m arriage or remarriage;
(ii) W hen two parents or a parent and  

spouse ceased living together;
(iii) W hen tw o parents or a parent  

and spouse resum ed liv ing together fo l ­
low ing a period of separation; -

(iv) Of divorce or death  of a spouse.
(b) D a te  n o t reported . I f  the m onth  

and year of the event is not reported, the  

award w ill be reduced or discontinued, 
whichever is appropriate, effective date  

of la st paym ent. T he payee w ill be re ­
quested to furnish  w ith in  60 days from  

th e  date of request a statem ent setting  

forth  the date of the event. W here pay ­
m ents are continued at a reduced rate, 
th e  award w ill be discontinued effective  

date of last paym ent if  the required  

statem ent is not received w ith in  the 60- 

day period. Paym ents on a  discontinued  

award m ay be resum ed, if  otherw ise in  

order, from  the date of d iscontinuance  

if  the necessary inform ation is  received  

w ith in  1 year from  the date of request; 

otherwise from  the date of receipt of a  

new  claim .
♦ ♦ * * *

15. Im m ediately follow ing § 3.213, two 

new cross references are added so th a t  

the cross references read as fo llow s:
Cr o s s  Re f e r e nc e s  : Abandoned cla im s. See  

$ 3.158.

Change in  sta tu s of dependents. See  

§ 3.651.
Material change in: incom e, n e t w orth or 

change in  sta tu s. See § 3.660.

16. In  § 3.400, the introductory portion  

preceding paragraph (a) and paragraphs
(c ) , (d ) , ( f ) ,  (g ) , ( i) ,  (o ) , (p ) , (q ) ,a n d  

(r) are am ended and paragraph (v) is  

added to read as follows:

§ 3 .4 0 0  G en era l.

Except as otherwise provided, the e f ­
fective date of an  award of pension, com ­
pensation  or dependency and indem nity  

com pensation based on an original claim , 
a claim  reopened after final disallow ­
ance, or a claim  for increase w ill be the  

date of receipt of the claim  or the date  

entitlem ent arose, w hichever is the later. 
The effective date of an  evaluation and  

award of pension or com pensation for a  

veteran w ill be the date of receipt of the  

claim  or the date entitlem ent arose, 
w hichever is later. (38 U.S.C. 3 0 1 0 (a ); 
Pub. Law 87-825)

*  *  *  *  *

(c) D ea th  ben efits— (1) D eath  in  serv ­
ice (38 U.S.C. 3010( j ) ; P ublic Law  87 -  

825; §§ 3 .4 (c ) , 3 .5 (b ) ) . F irst day of the  

m onth  fixed by the Secretary concerned  

as the date of actual or presum ed  

death, if  claim  is received w ith in  1 year  

after the date the in itia l report of ac ­
tual death  or finding of presumed death  

w as m ad e; however, benefits based on  

a report of actual death are not payable  

for any period for w hich the claim ant  

has received, or is entitled  to receive an  

allowance, allotm ent, or service pay of  

the veteran.
(2) D eath  a fte r  separa tion  from  serv ­

ice  (38 U.S.C. 3 0 1 0 (d ); P ublic  Law  87-  

825; §§ 3 .3 (d ) , 3 .4 (c ), 3 .5 (b ) ) .  F irst day  

of the m onth in  w hich the veteran’s  

death occurred if  claim  is received w ith ­
in  1 year after th e  date of death; other ­
wise, date of receipt of claim .

(3) D epen den cy an d  in d em n ity  com ­
pen sa tion — (i) D ea th s p rio r  to  Jan u ­
a ry  1, 1957 (§ 3.702). D ate of receipt of 

election or date dependency and indem ­
n ity  com pensation becomes the greater  

m onthly benefit if  election is received  

w ith in  (generally) 120 days before that  

date.
(ii) C hild  (38 U.S.C. 3 0 1 0 (e );  Public  

Law  87 -825). F irst day of the m onth  

in  w hich en titlem ent arose if  claim  is  

received w ith in  1 year after the date of 

entitlem ent; otherwise, date of receipt 

of claim .
(d) A ge; ve tera n  65, w idow  70 

(§ 3.208). In  other than  original claim s  

date of receipt of claim  or 65th (or 70th) 

birthday, w hichever is later, if  evidence  

filed w ith in  1 year after date of request.
*  *  *  ♦ *

(f) Bureau of E m ployees’ C om pensa ­
tio n  cases (§ 3.708).- D ate authorized by  

applicable law, subject to any paym ents  

m ade by the Bureau of Em ployees’ Com­
pensation  over the sam e period of tim e.

(g) C orrection  of m ilita ry  records (38 

U.S.C. 3010 ( i) ;  P ublic  L aw  87-825). 
W here en titlem ent is established because  

of the correction, change or m odification  

of a m ilitary record, or of a discharge or 

dism issal, by a Board established under  

10 U.S.C. 1552 or 1553, or because of  

oth er  corrective action  by com petent

m ilitary naval, or air authority, the 

award w ill be effective from  the latest 

of these d a tes:
(1) D ate application for change, cor­

rection, or m odification was filed with 

the service departm ent, in  either an 

original or a disallowed claim ;
(2) D ate  of receipt of claim  if claim  

w as disallowed; or
(3) One year prior to date of reopen­

ing of disallowed claim .
* * * * *

(1) D isa b ility  or dea th  due to  hospita l ­
iza tion , etc . (38 U.S.C. 3010 (c ) , ( d ) ; 
P ublic  Law  87-825; § 3.800)— (1) Disa ­
b ility . D ate injury or aggravation was 

suffered if  claim  is received w ithin  1 year 

after th a t date; otherwise, date of receipt 

of claim .
(2) D ea th . F irst day o f m onth in 

w hich the veteran’s death occurred if a 

claim  is received w ith in  1 year following 

the date of death; otherwise, date of 

receipt of claim .
*  *  *  *  *

(o) In creases (38 U.S.C. 3 0 1 0 (a ); Pub ­
lic  Law 87-825; §§ 3.109, 3.156, 3.157). 
Except as provided in  § 3.401(b) (2 ), date 

of receipt of claim  or date entitlem ent 

arose, w hichever is later. A retroactive 

increase or additional benefit w ill not be 

awarded after basic entitlem ent has 

been term inated, such as by severance of 

service connection.
(p) L ibera lizin g  law s an d  Veterans 

A d m in istra tio n  issues. See § 3.114.
(q) N ew an d  m a ter ia l evidence 

(§ 3.156)— (1) O th er th a n  service de ­
p a r tm e n t records— (i) R eceived  within  

a ppea l period  or p rio r to  appella te  de ­
cision. T he effective date will be as 

though the form er decision had not been 

rendered' See § 3 .104(c).
( ii)  R eceived  a fte r  fin al disallowance. 

D ate of receipt of new claim  or date en ­
titlem ent arose, w hichever is later.

(2) S erv ice  d e p a r tm e n t records. To 

agree w ith  evaluation (since it  is  con­
sidered these records were lost or mis­
laid ) or date of receipt of claim  on which 

prior evaluation w as made, whichever is 

later, subject to rules on original claims 

filed w ithin  1 year after separation from  

service. See paragraph (g) of this sec­
tion  as to correction of m ilitary records.

(r) R eopen ed  cla im s  (§§ 3.109, 3.156, 
3.157). D ate of receipt of claim  or date 

entitlem ent arose, w hichever is later.
* * * * *

(v) Void or annulled  m arriage (or re ­
m arriage) (38 U.S.C. 3 0 1 0 (f) . Public Law  

87-674; 38 U.S.C. 3010 (a ) ,  ( k ) , Public 

L aw  87-825; § 3.55)— (1) Void. Date 

the parties ceased to cohabit or date of 

receipt o f  claim , whichever is later.
(2) A nnulled. D ate the decree of an ­

nulm ent becam e final if  claim  is filed 

w ith in  1 year after th at date; otherwise 

date of receipt of claim .

17. In  § 3.401, paragraphs (b) and (f) 

are am ended and paragraph (h) is added 

to  read as follows:

§ 3 .4 0 1  V eteran s.

Awards of pension or compensation  

payable to or for a veteran will be ef ­
fective as follows:

*  * *  *  *
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(b) D ependents, a d d itio n a l com pen ­
sation for (§ 3.4(b) (2) ) .  The earlier of  

the following dates:
(1) C om m encing d a te  o f v e tera n ’s  

award if dependent sh ow n  o n  c la im  an d  

evidence is received  w ith in  1 year a fter  

date of request.
(2) For com pensation, effective date  

of the qualifying evaluation if  basic  

proof of dependents in  existence on th a t  

date is received w ithin  1 year after date  

of notification of such evaluation, and  

any necessary substantiating evidence  

is received w ithin  1 year aftér date of 

request. (38 U .S .C . 3010(f) ; Public Law  

87-825) (Other increases, including dis ­
ability pension, see § 3.400 (o) )

* * * * *
(f) Service pension  (§ 3 .3 (b )) . D ate  

of receipt of claim.
*  * *  *  *  *

(h) T em porary in crease (Paragraph  

29, “G eneral P olicy in  R a t i n g 1945 

Schedule for R a tin g  D isa b ilitie s ) . D ate  

of entrance into hospital, after 21 days  

of continuous hospitalization for treat ­
ment.

18. In .§ 3.402, paragraph (c) is re ­
voked.

§ 3 .402  W idow s.

Awards of pension, com pensation, or 

dependency and indem nity com pensa ­
tion to or for a widow will be effective  

as follows:
* * * * *

(c) [Revoked]

18a. In  § 3.403, paragraph (a) is  

amended to read as follows :

§ 3 .403  C hildren .

Awards of pension, com pensation, or 

dependency and indem nity com pensation  

to or for a child, or to or for a veteran  

or widow on behalf of such child, w ill 

be effective as follows:
(a) P erm an en tly  in capab le  of se lf-  

support (§ 3.57(a) ( 3 ) ) .  In  original 

claims, date fixed by §§ 3.400 (b) or (c)  

or 3.401(b). In  claim s for continuation  

of payments, 18th birthday if  the condi­
tion is claimed prior to or w ith in  1 year  

after that date; otherwise from  date of  

receipt of claim.
* * * * *

19. In § 3.500, the introductory portion  

preceding paragraph ( a ) , paragraphs
(b), (d ), (e ) , (g ), (h ) , ( i ) ,  (k ) , (1), 
(n), and (r) are am ended and para ­
graphs (v) and (w) are added to  read  
as follows:

§ 3 .5 0 0  G eneral.

The effective date of a rating which  

results in  the reduction or d iscontinu ­
ance of an award will be in  accordance  

with the facts found except as provided  

m § 3.105. The effective date of reduc ­
tion or discontinuance of an award of  

pension, com pensation, or dependency  

and indem nity com pensation for a payee  

or dependent will be the earliest of the  

dates stated in  these paragraphs unless  

otherwise provided. W here an  award is  

reduced, the reduced rate w ill be effec ­
tive the day following the date of d is-

continuance of the greater benefit. (38 

U.S.C. 3012(b); Public Law 87-825.)
* * * * *

(b) E rror; payee's or a d m in is tra tive  

(38 U.S.C. 3012(b) (9) ,  (10) ;  P ublic  Law  

87-825). (1) Effective date of award or
day preceding act, w hichever is later, but 

not prior to th e  date entitlem ent ceased, 
on an erroneous award based on an act  

of com m ission or om ission by a payee  

or w ith h is knowledge.
(2) Except as provided in  paragraph  

(r) of th is section, and § 3.501 (e) and
(g ), date of last paym ent on an erro­
neous award based solely on  adm inistra ­
tive error or error in judgm ent.

* * * * *
(d) A p p o rtio n m en t (§§ 3.450 series;

3 .556). (1) Except as otherw ise pro ­
vided, date of last paym ent w hen reason  

for apportionm ent no longer exists.
(2) W here pension was apportioned  

under § 3.551(c), day preceding date of 

veteran’s release from  hospital, unless  

overpaym ent would result; date of last  

paym ent if  necessary to avoid overpay ­
m ent.

(e) B ureau of E m ployees’ C om pen sa ­
tio n  (§ 3.708). End of m onth follow ing  

th e  m onth in  w hich there is received  

from  Bureau of Employees* Com pensa ­
tion  notice th a t payee has elected bene ­
fits from  th at agency. If children on  

rolls and widow has primary title , award  

to  children discontinued sam e date as  

widow’s award.
* * * * *

(g) D ea th  (38 U.S.C. 3012 ( a ) , ( b ) ; 
P ublic Law  87-825) — (1) Payee. Last 

day of m onth before death.
(2) D epen den t of p a yee  (in clu des ap -  

p o r tio n e e ) . Last day of m onth in  which  

death  occurred.
(3) V eteran  receiving  re tirem en t pay . 

D ate of death.
(h) D epen den cy of p a ren t (38 U.S.C. 

3 0 1 2 ( b ) ( 4 ) ; Public Law  87-825; §§3.4
( a ) ,  ( b ) ( 2 ) ,  3.250, 3 .551(b), an d  3.660). 
Last day of m onth in  w hich dependency  

ceased.
(i) E lection  of V eteran s A d m in istra ­

tio n  ben efits (§ 3.700 se r ie s) . Day pre ­
ceding beginning date of award under  

other law.
♦ * * * *

(k) F raud (38 U.S.C. 3503 (a ), ( d ) ; 
§§3.669 an d  3.901). Beginning date of  

award or day preceding date of fraudu ­
lent act, w hichever is later.

( l )  G u ardian , m arriage  or d ivorce of  

(§ 3.856). D ate of last paym ent (pend ­
ing receipt of inform ation as to change  

of nam e).
* * * * *

(n) M arriage (or rem arriage)  (36 

U.S.C. 101(3) ,  P ublic  L aw  87-674; 38 

U.S.C. 3012(b) ,  P ublic  Law  87 -825 )— ( 1) 

Payee. Last day of m onth before m ar ­
riage.

(2) D epen den t of payee  (inclu des ap -  

p o r tio n e e ) . Last day of m onth in  which  

m arriage occurred.
(3) In ferred  m arriage  o f ch ild . Last 

day of m onth as provided in  subpara ­
graph (1) or (2) of th is paragraph.

(4) C on du ct o f w idow . Last day of  

m onth before inception of relationship.
* * * * *

(r) S ervice  con n ection  (38 U.S.C. 
3012(b) (6 ) ;  P ublic Law  87-825; § 3.105). 
Last day of m onth follow ing 60 days after  

notice to payee. Applies to change from  

w artim e to peacetim e, reduced evalua ­
tion, and severance of service connection. 

* * * * *
(v) Change in  law  or V eterans A d ­

m in is tra tio n  issue, or in terp re ta tio n . 
See § 3.114.

(w) F ailure to  fu rn ish  evidence. E x ­
cept as otherwise provided, date of last  

paym ent where evidence requested to es ­
tablish continued entitlem ent is not 

furnished.

20. Im m ediately  follow ing § 3.500, a  

new cross reference is added to read as  

fo llow s:
Cr o s s  Re f e r e n c e : Failure to  return ques ­

tionnaire. See § 3 .661(b ).

21. In  §3.501, paragraphs (a ) , (b ),
(c ) , (d ) , (e ) , (g ) , ( i) , (k ), and (1) are 

am ended and paragraph (m ) is added to  

read as follows:

§ 3 .5 0 1  V eteran s.
♦ *  *  *  *

(a) A ctive  service  p a y  (38 U.S.C. 3012
(b) (3) ;  P u blic  L aw  87-825; § 3 .700(a) ) .  

D ay preceding entrance on active duty. 
See § 3.654.

(b) A id  and a tten d a n ce— (1) § 3.552
(b ) (1 ) . D ay preceding date of adm is ­
sion for hospitalization, institu tional or 

dom iciliary care at Veterans Adm inis ­
tration  expense.

(2) § 3.552(b) (2) .  Last day of ca len ­
dar m onth follow ing m onth in  w hich  

veteran hospitalized at U nited S tates  

Governm ent expense.
(c) D isappearan ce o f ve teran . See  

§ 3.656.
(d) D ivo rce • (38 U.S.C. 3 0 1 2 ( b ) ( 2 ) ;  

P u blic  Law  87-825). Last day of m onth  

in  w hich divorce occurred.
(e) E m p lo ya b ility  rega in ed  (38 U.S.C. 

3012(b) (5) ,  ( 6 ) ;  P ublic  Law  87-825;  

§ 3.105) — (1) Pension. Last day of  

m onth in  w hich discontinuance is  

approved.
(2) C om pen sation . Last day of  

m onth follow ing 60 days after notice to  

payee.
* * * * *

(g) E valu a tion  redu ced  (38 U.S.C. 
3012(b) (5) ,  (6 ) ;  P ublic  Law  87-825;  

§3 .105)— (1) Pension. Last day of  

m onth in  w hich reduction or discontinu ­
ance is approved.

(2) C om pensation . L a s t  day of  

m onth following 60 days after notice to  

payee.
* * * # *

(1) H o sp ita liza tio n — (1) § 3.551(b) .
First day of seventh  calendar m onth fo l ­
lowing adm ission if  veteran w ithout de ­
pendents, or date of last paym ent if  

notice is not tim ely received.
(2) § 3.551 ( c ) . F irst day of third ca l ­

endar m onth follow ing adm ission if  vet ­
eran w ithout w ife or child or, though  

married, is  receiving pension at rate pro­
vided by 38 U.S.C. 521 (b) •.

. (3) § 3.557. Incom petent hospital ­
ized veteran, w ithout dependents, whose  

estate equals or exceeds $1,500: D ate of
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adm ission or end of the m onth in  w hich  

any V eterans A dm inistration office re ­
ceives inform ation th a t estate equals or 

exceeds $1,500, whichever is later. If the  

veteran was hospitalized for observation  

and exam ination, th e  date treatm ent  

began w ill be considered the date of 

adm ission.
* • • • •

(k) L u m p-su m  re a d ju s tm en t pay. 
See § 3 .70 0 (a )(2 ).

(l) R etire m e n t p a y  (38 U.S.C. 3012
(b) (3) ; P ublic  Law  87-825; § 3.750) .  

Day before effective date of retirem ent 

pay.
(m) T em porary  in crease (38 U.S.C. 

3 0 1 2 ( b ) ( 8 ) ; P ublic  Law  87-825; P a ra ­
g raph  29, “G en era l P olicy  in  R a tin g ,”  

1945 S chedule fo r  R a tin g  D isa b ilitie s ) .  
Last day of m onth in  w hich hospitaliza ­
tion  or treatm ent term inated, whichever  

is earlier, where tem porary increase in  

com pensation was authorized because of 

hospitalization  for treatm ent.

22. In  § 3.502, paragraphs (a) and (b) 

are am ended and paragraph (d) is  

added to read as follows:

§ 3 .5 0 2  W id ow s.

* * * * *

(a) A d d itio n a l a llow ance of d epen d ­
en cy  an d  in d em n ity  com pen sa tion  fo r  

ch ild ren  ( 1 3 .5 (a ) (3 ) ) .  (1) D ay pre ­
ceding child’s 18th birthday or la st day  

of m onth in  w hich child’s m arriage oc ­
curred (see § 3.500(n) (2) and (3) ) ,  

whichever is earlier.
(2) Last day of m onth in  w hich in ­

crease was effective, w hen allowance is  

reduced or discontinued because of in ­
crease in  Old-Age and Survivor’s In ­
surance.

(b) B asic  p a y ;  depen den cy  an d  in ­
d e m n ity  com pen sa tion  (38 U.S.C. 411(a ) , 
3012(b) (10) ; P ublic  Law  87-825). D ate  

of last paym ent w hen rate is reduced be ­
cause of new certification of basic pay.

* * * * *
(d) M arriage. See § 3.500(n ).

23. In  § 3.503, paragraphs ( a ) , (b ) ,
( c )  , (d ) , and_(h) are am ended to read  

as follows :

§ 3 .5 0 3  C h ild ren .
* * * * • - 

, (a) A ge 18 (or 21) (38 U.S.C. 3012(a) ;
P u blic  Law  87—825; § 3.57). D ay before 

18th (or 21st) birthday.
(b) E n ters  service  (§§ 3.450(b) , 3.458

( e ) ) .  D ate of last paym ent of appor­
tioned disability benefits for child not in  

custody of estranged w ife. Pull rate  

payable to veteran. No change where  

paym ents are being made for the child  

to the veteran, h is estranged wife, h is  

widow, or to' the fiduciary of a child not  

in  the widow’s custody.
(c) P erm a n en tly  in capab le  o f self-  

su p p o rt (38 U.S.C. 3012 (a ) , (b) (6) ; P u b ­
lic Law  87-825; §§ 3.57, 3 .950)— (1) P en ­
sion . D ate of la st paym ent.

(2) C om pen sa tion  or depen den cy  an d  

in d e m n ity  com pen sa tion . Last day of 

m onth  follow ing 60 days after notice to  
payee.

(d) M arriage. See § 3.500 (n ).  

* * * * *
(h) W ar orph an s’ edu ca tion a l a ss is t ­

ance  (§§3.707, 3.807), D ay preceding
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. beginning date of educational assistance  

allowance.
* * $ * *

24. In  § 3.651, paragraph (b) is  

am ended to read as follows:

§ 3 .6 5 1  C h an ge in  sta tu s o f  d ep en d en ts .  

* * * * *

(b) T he com m encem ent or adjust ­
m ent w ill be effective the day follow ing  

the reduction or discontinuance of the  

award to the other payee if  the neces ­
sary evidence is received in  the Veterans  

Adm inistration w ithin  1 year from  the  

date of request therefor; otherwise from  

the date of receipt of a new claim . 
* * * * *

25. In  § 3.652, paragraph (b) is  

am ended to read as fo llow s:

§ 3 .6 5 2  D eterm in a tio n s  o f  d o m e s t i c  

sta tu s a n d  d ep en d en cy .
*  * *  *  *

(b ) I f  the required evidence is re ­
ceived w ithin  1 year from  the date of 

request paym ents m ay be adjusted or 

resum ed, if  otherw ise in  order from  the  

date of reduction or discontinuance. If  

the evidence is not received w ithin  1 year  

from  the date of request therefor, the  

adjustm ent or resum ption w ill n o t be 

authorized prior to the date o f receipt  

of a new claim .

26. In  § 3.653, paragraphs (b) and
(c) (3) are am ended to read as follows:

§ 3 .6 5 3  F o re ig n  resid en ce .
* * * * *

(b) R etro a c tive  p a y m e n ts . E xcept as
provided in  paragraph (c) of th is sec ­
tion, any am ount n o t paid to an  -alien  

under th is section, together w ith any  

am ounts placed to h is credit in  the spe ­
cial deposit account in  the Treasury or 

covered into the Treasury as m iscel ­
laneous receipts under 31 UJS.C. 123-128  

w ill be paid to him  on the filing of a new  

claim . Such claim  should be supported  

w ith  evidence th a t he has n o t been guilty  

of m utiny, treason, sabotage or render ­
ing assistance to an  enem y, as provided  

in  § 3 .902(a). (38 U.S.C. 3109)
(c) “Iron  C u rta in  C ountries.” 

* * * * *
(3) C ountries rem oved  from  “Iron  

C u rta in ” lis t. W hen a country has been  

rem oved from  the list of “Iron Curtain  

Countries,’’ and the payee is otherwise  

entitled, the award w ill include paym ents  

w hich were n o t made because the V et­
erans A dm inistration was prevented  

from  obtaining evidence of the continued  

existence of th e  payee, if  a claim  is  filed  

w ithin  1 year from  the date the country  

is  removed from  the “Iron C urtain” list. 
* * * * *

27. Section 3.654 is revised to read as 

follows:

§ 3 .6 5 4  A ctive serv ice  p ay .

(a) G eneral. Pension, com pensation, 
or retirem ent pay will be discontinued  

under th e  circum stances stated  in  

§ 3 .700(a)(1 ) for any period for w hich  

th e veteran received active service pay. 
For th e  purposes of th is section, active  

service pay m eans pay received for active  

duty, active duty for training or inactive  

duty training.

(b) A ctive  d u ty . (1) Where the vet­
eran returns to active duty status, the 

award w ill be discontinued effective the 

day preceding reentrance into a c t i v e  

duty sta tes. I f the exact date is not 

known, paym ents w ill be discontinued 

effective date of last paym ent and as of 

the correct date w hen the date of re- 

entrance has been ascertained from t h e  

service departm ent.
(2) Paym ents, if  otherwise in  o r d e r  

w iil be resumed effective the day f o l l o w ­

ing release from- active duty if  claim for 

recom m encem ent of paym ents is re­
ceived w ith in  1 year from  the date of 
such release; otherwise paym ents w ill 

be resumed effective 1 year prior t o  t h e  

date of receipt of a new claim . Prior d e ­

term inations of service connection w il l  

not be disturbed except as provided i n  

§ 3.105. Com pensation w ill be a u t h o r i z e d  

based on th e  degree of disability f o u n d  

to ex ist at the tim e th e  award is  r e s u m e d .  

D isability w ill be evaluated on the basis 

of all facts, including records from t h e  

service departm ent relating to the m o s t  

recént period of active service. I f  a  

disability is incurred or aggravated in 

the second period of service, c o m p e n s a ­

tion  for th a t disability cannot be p a id  

unless a claim  therefor is filed.
(c) T rain in g  d u ty . Prospective ad­

justm ent of awards m ay be made where 

th e  veteran waives h is  Veterans Ad­
m inistration  benefit covering anticipated 

receipt of active service pay because of 
expected periods of active duty for 

train ing or inactive dirty training. 
W here readjustm ent is in  order because 

service pay was n ot received for expected 

train ing duty, retroactive paym ents may 

be authorized if  a claim  for readjustment 

is received w ith in  1 year after the end 

of the fiscal year for which payments 

were waived.

28. Section  3.655 is revised to read as 

follows:

§ 3 .6 5 5  F a ilu re  to  rep o r t fo r  Veterans 

A d m in istra tio n  ex a m in a tio n .

(a) D iscon tinuance. W hen a veteran 

w ithout adequate reason fa ils  to report 

for Veterans Adm inistration examina­
tion, including periods of hospital obser­
va tion  requested for pension or compen­
sation  purposes, the awards to the 

veteran and any dependents will be dis­
continued, except as provided in  para­
graph (b) of th is  section, effective date 

of last paym ent.
(b) A d ju s tm e n t fo r  s ta tic  disabilities. 

I f  the veteran  has one or more compen­
sable static  disabilities verified by a Vet­
erans A dm inistration exam ination and 

one or m ore com pensable disabilities 

nonstatic in  nature and without ade­
quate reason fa ils to report for examina­
tion , including periods of hospital 
observation, th e  awards to the veteran 

and any dependents w ill be amended to 

pay an am ount based on the degree of 

disability of such static  disabilities effec­
tive the day follow ing the date of last 

paym ent.
(c) R esu m ption ; no change in eval­

u a tion . W hen paym ents have been dis­
continued because of failure to report 

for exam ination, paym ents will be re­
sum ed effective the day following the 

date of la st paym ent if  the evidence
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clearly establishes th a t during the  

neriod of his failure to report the d is ­
ability existed in  the form er com pensable  

degree and the claim  was not abandoned  

and the rating agency confirm s and con ­
tinues the prior evaluation.

(d) R esum ption; redu ced  eva luation . 
Tf the exam ination shows a changed  

condition and the disability is no longer  

compensable in  degree, the award will 

not be reopened for the period of d is ­
continuance. Except as to abandoned  

claims, if a lesser com pensable degree of 

disability is shown the award w ill be re ­
sumed at the lower rate.

(e) R esum ption; in creased  eva lu a ­
tion. Except as to abandoned claim s, if  

the examination shows increased dis ­
ability, increased benefits w ill be au ­
thorized from the date of exam ination  

or the date of receipt of a claim  for  

such increase, whichever is earlier, w ith  

the former rate in  effect from  th e  day  

following date of last paym ent through  

the day preceding the date of the in ­
crease in rate.

(f) Abandoned cla im s. I f  th e  claim  

was abandoned, and the veteran subse ­
quently states that he is w illing to report 

for examination, benefits m ay be paid  

from the date of receipt of th e new claim  

if he reports for such exam ination w ith ­
in 1 year from date of notice to report.

29. Immediately follow ing § 3 .655, two  

new cross references are added so th a t  

the cross references read as follows:

Cr o s s  Re f e r e n c e s : Abandoned claim s. 
See § 3.158.

Claimants required to  report w hen re ­
quested. See § 3.329.

Resumption of rating w hen veteran sub ­
sequently reports for physical exam ination. 
See § 3.330.

Examination: failure to  report. See
5 3.501(h).

30. In § 3.656, paragraphs (a) and (b) 

are amended to read as follows:

§ 3 .656  D isap p earan ce  o f  veteran .

(a) When any veteran has disap ­
peared for 90 days or more and h is  

whereabouts rem ain unknown to  the  

members of his fam ily and th e  Veterans  

Administration, disability com pensation  

which he was receiving or entitled  to  re ­
ceive may be paid to or for h is  w ife, 
children and parents, effective th e  day  

following the date of last paym ent to  the  

veteran if a claim  is received w ith in  1 

year after that date; otherw ise from  the  

date of receipt of a  claim . T he tota l  

amount payable will be the lesser of 

these amounts:
(1) Dependency and indem nity com ­

pensation.
(2) Amount of com pensation payable  

to the veteran at the tim e o f disappear ­
ance.

(b) Where a veteran’s whereabouts  

become known to the Veterans Adm inis ­
tration after an award to dependents has  

been made as provided in  th is  section, 
the award to the dependents w ill be dis ­
continued effective date of last paym ent, 
and appropriate action w ill be taken to  

adjust the veteran’s award in  accord ­
ance with the facts found. - (38 U.S.C.

31. In  § 3.660, paragraphs (a) (1) and
(3) and (b) (1) (ii) and (2) («(& >,
(ii) and (iii) are am ended and para ­
graph (a) (4) is added to read as follows:

§ 3 .6 6 0  M ateria l ch a n g e  in  in c o m e , n e t  

w orth  or  c h a n g e  in  sta tu s.

(a) R equ irin g  redu ction  or d isco n tin ­
uance— (1) D epen den cy an d  in d em n ity  

com pen sa tion . If, after approval of an  

award of dependency and indem nity  

com pensation or the subm ission of an  

annual incom e questionnaire, the payee  

begins to receive additional incom e a t a  

rate w hich if  continued w ill cause his  

incom e to  exceed the incom e lim itation  

applicable to  the rate o f dependency and  

indem nity com pensation being paid  or by  

reason of a change in  m arital status he  

would not be eligible to  receive the rate  

of dependency and indem nity com pensa ­
tion  w hich was awarded, he m ust notify  

th e  Veterans A dm inistration of such  

fact. T he award to  each payee w ill be 

adjusted as of th e  la st day of th e  m onth  

(1962 and thereafter) in  w hich such ad ­
ditional incom e was received or the  

change in  m arital status occurred. 
W here parents are living together, an  

overpaym ent w ill be established for each  

parent w ho was in  receipt of depend ­
ency and indem nity com pensation. Any  

overpaym ent created under th is  sub- 

paragraph w ill be subject to  recovery if  

not waived. (38 U.S.C. 4 1 5 (f))
* * * * *

(3) Pension . If, after approval of an  

award or the subm ission of an  annual 

incom e (and n et worth where appli ­
cable) questionnaire, the payee begins  

to receive additional incom e at a  rate  

w hich if  continued w ill cause h is incom e  

to  exceed the incom e lim itation  appli ­
cable to  the rate of penson being paid, 
or if  by reason of a  change in  m arital 

or dependency status or increase in  net  

worth he is n o t eligible to  receive the  

rate of pension w hich was awarded he  

m ust notify  th e  V eterans A dm inistration  

of such fact. T he award to  th e  payee  

w ill be adjusted as of the la st day of  

the m onth (1962 and thereafter) in  

w hich such additional incom e was /re ­
ceived, net worth increased or the change  

in  m arital or dependency status oc ­
curred. Any overpaym ent created un ­
der th is subparagraph w ill be subject to  

recovery if  not waived.
(4) A n tic ip a ted  increase. W hen in ­

form ation has been furnished by the  

payee on a  questionnaire or otherwise  

th a t he anticipates receiving incom e  

w hich w ill require reduction or discon ­
tinuance of dependency and indem nity  

com pensation, com pensation or pension, 
the award w ill be reduced or discontinued  

th e  date of last paym ent. (38 U.S.C. 
3012(b) (4 ); Public Law 87-825)
- (b) R equ irin g  aw ard  or in crease— (1) 

D epen den cy an d  in d em n ity  com pen sa ­
tion .

*  *  *  *  *

(ii) C hange in  m a rita l s ta tu s. Except 

as provided in  § 3.651, where a change in  

m arital status occurs w hich would per ­
m it paym ent a t a higher rate, th e  in ­
creased rate w ill be effective th e date of  

receipt of notice constituting an in ­
form al claim  reporting the change in

status. Incom e w ill be com puted in  ac ­
cordance w ith § 3 .251(g).

(2) Pension— (i) Incom e * * *
(b) A ctu a l incom e. W here a claim  

was disallowed, award deferred or m ade  

at a lower rate based on anticipated in ­
com e, an  award or increased award m ay  

be m ade from  the first of th a t calendar  

year if  evidence is received w ithin  the  

sam e or th e  n ex t calendar year show ing  

th e  incom e was less than  the statutory  

lim itation  or was w ithin  a lower incom e  

increm ent. (38 U.S.C. 3 0 1 0 (h ); Public  

Law 87-825)
(ii) C hange in  m a r ita l s ta tu s  or s ta tu s  

of depen den ts . Except as provided in  

§ 3.651, whei*e a change in  m arital status  

or status of dependents occurs w hich  

would perm it paym ent at a higher rate, 
the increased rate w ill be effective from  

the date of receipt of notice constituting  

an inform al claim  reporting th e  change  

in  status. In  such cases incom e w ill be 

com puted in  accordance w ith  § 3 .252(e).
(iii) R edu ction  in  n e t w o rth  or change  

in  circu m stan ces. W here a  claim  has  

been finally disallowed because of th e  

n et w orth provisions of 38 U.S.C. 522 or 

543, or because of th e  corpus of estate  

provisions of § 3.250(e) and evidence is  

received of a  reduction in  net worth or 

a change in  circum stances such  as  

health , acquisition of a  dependent, in ­
crease in  rate of depletion of “corpus  

of esta te”, benefits w ill not be paid  for  

any period prior to date of receipt of  

th e  new  claim .

32. In  § 3 .661(b ), subparagraph (2) is  

am ended to  read as follows:

§ 3 .6 6 1  In c o m e  an d  n e t  w orth  q u estio n ­
n a ires .

♦ * * * *

(b) F ailure to  re tu rn  qu estion ­
naire. * * *

(2) R esu m ption  of benefits. Paym ent  

m ay be m ade, if  otherw ise in  order, from  

th e  date of last paym ent if  evidence of  

entitlem ent is received w ith in  1 year  

from  the date the claim ant is notified  

of th e  term ination of paym ents; other ­
w ise benefits m ay not be paid for any  

period prior to  date of receipt of the  

new claim .

33. Im m ediately  follow ing § 3.661, the  

cross reference “M aterial change in  in ­
com e, n et worth or change in  status. 
See § 3.660” is deleted.

34. In  § 3.662, paragraph (a) is  

am ended to read as follow s:

§ 3 .6 6 2  C h ild ren , n o  w idow  en titled .

(a) W hen an  award of death  pension  

to  a  widow w ith a  child  or children has  

been discontinued for th e  reason th a t her  

annual incom e is in  excess of th e  sta t ­
utory lim itation, paym ents to  the child  

or children whose annual incom e, de ­
term ined separately, does not exceed the  

statutory lim itation  w ill com m ence effec ­
tive th e  day follow ing th e  date of last  

paym ent to the widow. In  those cases  

in  w hich an  award of death  pension to  

a widow is discontinued retroactively  in  

accordance w ith  th e  provisions of § 3.660 

and an additional am ount in  behalf of a 

child or children was included in th e  

award, an  adjustm ent w ill be m ade in  

th e  award to the widow. T he m onthly
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rate payable to th e  widow for the period  

from  th e effective date of discontinuance  

to  th e  date of last paym ent w ill be th e  

am ount to  w hich such child  or children  

would have been entitled  during th at  

period.

* * * * *

35. In  § 3.667, paragraphs (b) and (c) 

are am ended and a citation  added follow ­
in g  paragraph (e) to  read as follows:

§ 3 .6 6 7  S c h o o l a tten d an ce.

* * * * *

(b) V aca tion  periods. A child  is con ­
sidered to  be in  school during a  vacation  

or other holiday period if  he  was attend ­
in g  school at th e  end of th e  preceding  

school term  and resum es attendance, 
either in  th e  sam e or a  different approved  

school, a t th e  beginning of th e  next  

term . I f  an  award h as been m ade cover ­
in g  a  vacation  period, and  the child  fa ils  

to  resum e attendance, or th e  required  

evidence of attendance is n o t received  

w ith in  10 days (30 days if  resid ing out ­
s ide th e  continental lim its of th e U nited  

S ta tes) after the date th e  child  expected  

to  com m ence or resum e school a ttend ­
ance, benefits w ill be term inated the  

date of la st paym ent or th e  last day of  

th e  m onth  preceding th e  date of failure  

to  pursue th e  course, w hichever is  the  

earlier. Benefits m ay be paid from  th e  

day follow ing th e  date of discontinuance  

only if  n otice is  received w ith in  1 year  

from  th a t date show ing th a t th e  child  

resum ed attendance a t  th e  com m ence ­
m en t of th e  term .

(c) E n din g da tes . B enefits m ay be  

authorized prospectively through the last  

day of th e  m onth in  w hich it  is expected  

a  course w ill be com pleted.

* * * * *
(38 U.S.C. 3012(b) (7 );  Public Law 87-825)

36. Section  3.708 is revised to read as  

follow s:

§ 3 .7 0 8  B u rea u  o f  E m ployees*  C om ­
p e n sa t io n .

(a) M ilita ry  service . (1) W here a per ­
son  is entitled  to  com pensation from  th e  

Bureau of Em ployees’ Com pensation  

based upon disability or death  due to  

service in  th e  Armed Forces and is  also  

entitled  based upon service in  th e  Armed  

Farces to  pension, com pensation, or de ­
pendency and indem nity com pensation  

under th e  law s adm inistered by th e  V et ­
erans Adm inistration, h e  w ill e lect w hich  

benefit h e  w ill receive. Pension com ­
pensation, or dependency and indem nity  

com pensation m ay n o t be paid  in  such  

instances by th e  V eterans A dm inistra ­
t ion  concurrently  w ith  com pensation  

from  th e  Bureau of E m ployees’ Com pen­
sation . B enefits are n o t payable by the  

B ureau of Em ployees’ Com pensation for  

disability or death  incurred on or after  

January 1, 1957, based on m ilitary serv ­
ice.

(2) Effective Septem ber 13, 1960, an  

election  to receive benefits from  either  

agency is final. There is no right of re-  

election  (Public Law 86-767). W here  

prim ary title  is vested in  the widow, her  

election  controls the rights of any o f the  

veteran’s children, regardless of w hether  

th ey  are in  the widow’s  custody and re ­
gardless of the fa c t th a t such children
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m ay n ot be eligible to receive benefits  

under laws adm inistered by the Bureau  

of Em ployees’ Com pensation. A child  

who is eligible for dependency and in ­
dem nity com pensation or other benefits  

independent of the widow’s  entitlem ent  

m ay receive such benefits concurrently  

w ith  paym ent of Bureau of Em ployees’ 
Com pensation benefits to the widow.

(3) T he provisions of th is paragraph  

are applicable also in  those cases in  

w hich disability or death occurs as a  

result of having subm itted to  an  exam ­
ination, m edical or surgical treatm ent, 
hospitalization  or train ing.

(4) Paym ents on  an award of d isa ­
bility or death  benefits w ill be discon ­
tinued w hen there is received from  the  

Bureau of Em ployees’ Com pensation n o ­
tice  th a t th e payee has elected to receive  

benefits from  th a t agency based upon  

m ilitary service.
(b) C iv ilia n ' em p loym en t. W here a  

person is entitled  to com pensation from  

th e  Bureau of Em ployees’ Com pensation  

based upon civilian  em ploym ent and is  

also entitled  to  pension, com pensation  

or dependency and indem nity com pen ­
sation  under law s adm inistered by the  

Veterans Adm inistration for the sam e  

disability or death, h e  w ill e lect w hich  

benefit he w ill receive. On or after Sep ­
tem ber 13, 1960, an  award cannot be  

approved for paym ent of pension, com ­
pensation  or dependency and indem nity  

com pensation concurrently  w ith  com ­
pensation  from  th e  Bureau of Em ploy ­
ees’ Com pensation in  such instances and  

an  election  to  receive benefits from  

either agency is final. There is no right  

o f reelection  (Public Law 86-767) . A  

child  who is eligible for dependency and  

indem nity com pensation or other bene ­
fits independent of th e  widow’s en title ­
m ent m ay receive such  benefits concur ­
rently  w ith  paym ent of Bureau of Em ­
ployee’s Com pensation benefits to  th e  

widow.

37. In  § 3 .800(a), th e  introductory  

portion preceding subparagraph (1) and  

subparagraph (2) are am ended to  read  

as follows:

§ 3 .8 0 0  D isa b ility  o r  d ea th  d u e  to  h o s ­
p ita liz a tio n , e tc .

(a) W here disease, injury, death  or 

th e  aggravation of an  existing disease or 

injury occurs as a  result of having sub ­
m itted  to  an  exam ination, m edical or 

surgical treatm ent, hospitalization  or th e  

pursuit of a course of vocational rehabil ­
ita tion  under any law adm inistered by  

th e  Veterans A dm inistration and n o t the  

result of h is  own w illful m isconduct, d is ­
ability or death  com pensation, or de ­
pendency and indem nity com pensation  

w ill be awarded for such  disease, injury, 
aggravation, or death  as if  such  condi­
tion  were service connected. T he com ­
m encing date o f benefits is  subject to the  

provisions of § 3.400 ( i) .  (38 U.S.C. 351;
sec. 3, Public Law 87-825)

* * * * *

(2) W here any person is awarded a  

judgm ent on or after Decem ber 1, 1962, 
against th e  U nited S ta tes in  a civil ac ­
tion  brought pursuant to 28 U.S.C. 1346 

(b ) , or enters in to  a  settlem ent or com ­
prom ise on or after Decem ber 1, 1962, 
under 28 U.S.C. 2672 or 2677, by reason

of a  disability, aggravation or death 

w ithin  th e  purview of th is section, no 

com pensation or dependency and in­
dem nity com pensation shall be paid to 

such person for any m onth beginning 

after the date such judgm ent, settle ­
m ent, or comprom ise on account of such 

disability, aggravation, or death  becomes 

final until th e  tota l am ount of benefits 

w hich would be paid except for this pro­
vision equals th e tota l am ount included 

in  such judgm ent, settlem ent, or com­
promise. (38 U.S.C. 351; sec. 3, Public 

Law 87-825)
* * * * *

38. Section  3.951 is revised to read as 

follows :

§ 3 .9 5 1  T o ta l d isa b ility .

A rating of to ta l disability or perma­
n en t total disability m ade for pension or 

com pensation purposes under laws ad­
m inistered by th e  Veterans Administra­
tion  and continuously in  force for 20 or 

more years w ill not be reduced thereafter 

except upon a  show ing th a t such rating 

was based on fraud. The 20-year period 

w ill be com puted from  the effective date 

of the Veterans Adm inistration finding of 

tota l or perm anent tota l disability. (38 

U.S.C. 110; sec. 6, Public Law 87-825)

39. Section 3.957 is revised to read as 

follows:

§ 3 .9 5 7  S erv ice  co n n ec tio n .

Service connection for any disability or 

death  granted or continued under title 

38, U nited S tates Code, w hich has been 

in  effect for 10 or m ore years will not be 

severed except upon a show ing that the 

original grant was based on fraud or it is 

clearly show n from  m ilitary records that 

th e person concerned did not have the 

requisite service or character of dis­
charge. T he 10-year period will be com­
puted from  the effective date of the Vet­
erans A dm inistration finding of service 

connection. Service connection which 

has been in  effect less th an  10 years may 

n ot be severed under § 3.105 unless, after 

com pliance w ith  th e  requirements of 

§ 3.105(d), th e  rating decision terminat­
ing service connection is  signed within 

the 10-year period. (38 U.S.C. 359; sec. 
6, Public Law 87-825)

40. Section  3.958 is added to read as 

follows:

§ 3 .9 5 8  B u rea u  o f  E m ployees* Com­
p e n sa tio n  ca ses .

A ny award approved prior to  Septem­
ber 13, 1960, authorizing Veterans Ad­
m inistration  benefits concurrently with 

an  award of Bureau of Employees’ Com­
pensation benefits based on a finding 

th a t the sam e disability or death was due 

to  civilian em ploym ent is not affected by 

th e  prohibition against future awards 

contained in  section  7 (a ) , Federal Em­
p loyees’ Com pensation A ct as amended 

by Public Law 86-767.

41. In  § 3.1000, paragraphs (a) intro­
duction, (1) (iii) a n d .(4 ), (b) (2) and
(3 ) , (c) and (d) (1) and (2) are amend­
ed to  read as follows:

§ 3 .1 0 0 0  U n d er  3 8  U .S .C . 3 0 2 1 .

(a) B asic  en titlem en t. Except as pro­
vided in  §§ 3.1001 and 3.1008, where death
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occurred on or after Decem ber 1, 1962, 
periodic m onetary benefits (other than  

insurance and servicem en’s indem nity)  

authorized under laws adm inistered by  

the Veterans Adm inistration, to w hich a 

payee was entitled at h is death  under  

existing ratings or decisions, or those  

based on evidence in  the file at date of 

death, and due and unpaid for a period  

not to exceed 1 year prior to  the la st date  

of entitlement as provided in  § 3.500(g) 

will, upon the death of such person, be 

paid as follows:
(1) Upon the death  of a veteran to  the  

living person first listed as follows:

* * * * *

(iii) His dependent parents (in  equal 

shares) or the surviving parent. 

* * * * *

(4) In all other cases, only  so m uch of 

the accrued benefit m ay be paid as m ay  

be necessary to  reimburse the person who  

bore the expense of la st sickness or burial. 
(See § 3.1002.)

(b) A pportion m en ts. * * *
(2) Where a t  the date of death  of 

the veteran an apportioned share is be ­
ing paid to or has been w ithheld on be ­
half of another person, th e  apportioned  

amount rem aining unpaid for periods 

prior to the last day of the m onth before  

the veteran’s death is payable to the  

apportionee.
(3) Where the accrued death pension, 

compensation or dependency and indem ­
nity compensation was payable for a 

child as an apportioned share of the  

widow’s benefit, paym ent w ill be m ade  

under the provisions of paragraph (a) (4) 

of this section, on the expenses of such  

deceased child’s  last sickness or burial.
(c) Claims and evidence. Application  

for accrued benefits m ust be filed w ithin  

1 year after the date of death. A claim  

for death pension, com pensation, or de ­
pendency and indem nity com pensation, 
by an apportionee, widow, child  or parent  

is deemed to include claim  for any ac ­
crued benefits. (See § 3 .152(b ).)

(1) If a claim ant’s application is in ­
complete, the claim ant w ill be notified of 

the evidence necessary to  com plete the  

application. I f  such evidence is not re ­
ceived within 1 year from  the date of 

such notification, no accrued benefits  

may be paid.
(2) Failure to file tim ely claim , or a  

waiver of rights, by a preferred depend ­
ent will not serve to  vest title  in  a per ­
son in  a lower class or a claim ant for  

reimbursement; neither w ill such fa il ­
ure or waiver by a person or persons in  

a joint class serve to  increase th e  am ount  

payable to another or others in  th e  class. 
(38 U.S.C. 3021(c); 3012(b), Public Law  

87-825)
(d) D efinitions. (1) ‘‘Spouse” m eans  

the widow or widower of the veteran, 
whose marriage m eets th e  requirem ents  

of § 3.1 (j) or §3.52. W here th e  m ar ­
riage meets the requirements of § 3.1 (j)  

date of marriage and continuous cohab ­
itation are not factors.

(2) “Child” is as defined in  § 3.57 and  

includes an unmarried child  who becam e  

pennanently incapable of self-support  

prior to attain ing 18 years of age as well 

as an unmarried child over the age of 18 

but not over 21 years of age, who was  
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pursuing a course of instruction w ithin  

the m eaning of § 3.57 at th e  tim e of the  

payee’s death. However, upon the death  

of a  child in  receipt of death  pension, 
com pensation, or dependency and in ­
dem nity com pensation, any accrued w ill 

be payable to the surviving child or ch il ­
dren of th e  veteran entitled  to  death  

pension, com pensation, or dependency  

and indem nity com pensation. Upon the  

death  of a child , another child  who has  

elected war orphans’ educational assist ­
ance under 38 U.S.C. ch. 35 m ay receive  

accrued death  pension, com pensation, or 

dependency and indem nity com pensa ­
tion, payable on behalf of th e  deceased  

child for periods prior to th e  com m ence ­
m ent of benefits under th a t chapter.

* * * - * •

42. In  § 3.1001(a), subparagraph (4) 

is  am ended to read as follows:

§ 3 .1 0 0 1  H o sp ita lized  c o m p eten t v e t ­
era n s.

(a) B asic en title m e n t. * * *
(4) In  all other cases, only so m uch of 

the lum p sum  m ay be paid  as m ay be 

necessary to  reimburse a  person who  

bore th e  expenses of last sickness or 

burial. (See § 3.1002.)
# * ♦ * *

43. In  § 3.1003, th e  introductory por ­
tion  preceding paragraph (a) is am end ­
ed  to read as follows:

§ 3 .1 0 0 3  R etu rn ed  a n d  ca n ce le d  ch eck s.

For th e  purposes of §§ 3.1000 and  

3.1008, where the payee of a  check for  

benefits h as died on or after th e  la st day  

of th e  period covered by the check, and  

the check is returned and canceled, th e  

am ount represented by th e check w hich  

is payable as lim ited by § 3 .500(g), or any  

am ount recovered after improper nego ­
tia tion  of such a check w ill be payable to  

th e  living person or persons in  the order 

of precedence listed. T his does not  

apply to  checks for lum p sum s repre ­
senting am ounts w ithheld  under § 3.551 

(b) or § 3.557 w hich w ill be subject to  

th e  provisions of § 3.1001 or 3.1007, as  

applicable. (38 U.S.C. 3022 )
* * * * *

(72 S tat. 1114; 38 U.S.C. 210)

T hese regulations are effective D ecem ­
ber 1,1962.

[s e a l ] W. J. D r iv e r ,
D ep u ty  A dm in istra to r .

[F.R. Doc. 62-11888; F iled  Nov. 30, 1962; 

8:49 a.m.]

P A R T  6 — U N I T ED  S T A T ES  G O V E R N ­

M E N T  L I F E I N S U R A N C E

P A R T  8 — N A T I O N A L  S E R V I C E  L I F E  
I N S U R A N C E

M i s c e l l a n e o u s  A m e n d m e n t s

1. In  P art 6, § 6.207 is added to read  

as follows:

§ 6 .2 0 7  T o ta l o r  to ta l p erm a n en t d is ­
a b ility  fo r  tw en ty  years o r  m ore.

W here the D isability Insurance Claims 

activity has m ade a finding of to ta l or 

tota l perm anent disability for insurance  

purposes and it  is found th a t such dis ­
ability rem ained continuously  in  effect

for 20 or more years, the finding w ill not  

be discontinued thereafter, except upon  

a show ing th a t such a determ ination was 

based on fraud. T he 20-year period will 

be com puted from  the date the con ­
tinuous tota l or total perm anent disabil ­
ity  com m enced, as determ ined by the  

D isability Insurance Claims activity.

2. In  Part 8, a new center title  and  

§ 8.118 are added to read as follows:

T o t a l  D i s a b i l i t y  f o r  T w e n t y  Y e a r s  o r  

Mo r e

§  8 .1 1 8  T o ta l d isa b ility  fo r  tw en ty  years  

or m o re .

W here the D isability Insurance Claim s 

activity  has m ade a finding of tota l d is ­
ability for insurance purposes and it  is  

found th a t such disability rem ained con ­
tinuously  in  effect for 20 or m ore years, 
th e  finding w ill n ot be discontinued  

thereafter, except upon a show ing th a t  

such a determ ination was based on fraud. 
T he 20-year period w ill be com puted  

from  the date the continuous to ta l dis ­
ability com m enced, as determ ined by  

the D isability Insurance Claims activity. 

(72 S tat. 1114; 38 U.S.C. 210)

These regulations are effective D ecem ­
ber 1, 1962.

[s e a l ] W. J. Dr iv e r ,
D epu ty  A d m in istra to r .

[F.R. Doc. 62-11889; Filed, Nov. 30, 1962; 

8:49 a.m.]

T it le  3 2 — N A TIO N A L D EFEN SE
C h a p t e r  I— O f f i ce  o f  t h e  S e c r e t a r y  o f  

D e f e n s e

S U B C H A P T E R  G — C I V I L  D EF E N S E

P A R T  2 3 1 — C I V I L  D E F E N S E  I D E N T I F I ­

C A T I O N  F O R  F E D E R A L  E M P L O Y E E S ,  
R ES ER V I S T S  A N D  N O N - F E D E R A L  
S U P P O R T  P E R S O N N E L

C orrection

In  F.R. Doc. 62-10891, appearing a t  

page 10541 of th e  issue for Tuesday, Oc­
tober 30, 1962, § 231.3 and its  footnote  

should  read as follows:

§ 2 3 1 .3  D e sc r ip tio n  o f  card .1

(a) A red-bordered, lam inated, num ­
bered identification card, overall size 2% 

inches x  3% inches has been prescribed  

for th is purpose. Printed on th e  face in  

th e  top red-border in  black type are the  

words “Federal Em ergency A ssignee”. 
T he le ft  part of the card contains a  

photograph of th e  bearer (black and  

w hite or color photograph is acceptable) 

and, im m ediately  under the photograph, 
th e  bearer’s nam e and signature appears. 
T he right portion of the card contains  

the following:
T he person described on  th is card has been  

assigned essentia l em ergency d uties for th e  

Federal G overnm ent. I t  is im perative th a t  

th e  bearer be assisted  in  travel by th e  fa stest  

possib le m eans to  th is  em ergency assignm ent.

1 Sam ple of Identification  Card filed w ith  

th e  original docum ent.


