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(1) Accumulated profits of N Cor-
poration as defined in section
902(c) (1) (A) (determined
without regard to the sec-
tion 6038(b)(1)(B) reduc-
$ION mcmrmmmmm e e maema————

Accumulated profits of N Cor-
poration as described In sec-
tion 902(a) (1) (determined
without regard to the section
6038(b) (1) (B) reduction)._.

(h) M Corporation is deemed to

have paid the same propor-
tion of foreign taxes paid
(reduced as provided under
section 6038(b) ) with respect
to the accumulated profits
(determined without regard
to the reduction provided
under section 6038(b) ) as the
amount of the dividend (de-
termined without regard to
section 78) bears to
such amount of accumu-
lated Profits - 25, 500

45,000

60,000
M Corporation must include $25,500 In gross
income as & dividend under the provisions of
section 78 of the Code. The above example
illustrates that the reductions in foreign
taxes pald by the foreign corporation pro-
vided under section 6038(b) are taken into
account in determining the amount included
in gross income of the domestic corporation
as foreign taxes deemed pald under section
78 of the Code but such reductions are not
taken into account in computing accumu-
lated profits for purposes of determining the
amount of foreign taxes deemed paid with
respect to a particular dividend.

$100, 000
(g)

60, 000

% 84,000

(5) Limitation on reduction. The

amount of the reduction under this para-
graph for each failure to furnish in-
formation with respect to a foreign cor-
poration as required under this 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 which the failure
oceurs.

For purposes of this section if a person
is required to furnish information with
respect to more than one foreign cor-
poration, controlled (within the mean-
ing of paragraph (b) of this section) by
that person, each failure to submit in-
formation for each such corporation
constitutes a separate failure.

(6) Reasonable cause. For purposes
of subsection (b) of section 6038 and
this section, the time prescribed for fur-
nishing information under this para-
graph, and the beginning of the 90-day
period after notice by the district di-
rector, shall be treated as being not
earlier than the last day on which (as
shown to the satisfaction of the district
dn.-ector) reasonable cause existed for
failure to furnish such information.

(7) Statement required. A person,
who wishes to avoid the reductions
provided in subparagraphs (2), (3), and
(4) of this paragraph for failure to
furnish information in accordance with
this section, must 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 statement contain-
Ing a declaration that it is made under
the penalties of perjury.
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(8) Penalties. The information re-
quired by section 6038 of the Code must
be furnished even though there are no
foreign taxes which would be reduced
under the provisions of this section. For
criminal 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, Noy. 30, 1962;
8:561am.]

[T.D. 6623]

PART 1—INCOME TAX; TAXABLE
YEARS BEGINNING AFTER DECEM-
BER 31, 1953

PART 301—PROCEDURE AND
ADMINISTRATION

Returns as to Organization or Reor-
ganization of Foreign Corporations
and as to Acquisitions of Their
Stock

On October 30, 1962, notice of pro-
posed rule making was published in the
FepErRAL REGIsTER (27 F.R. 10547) re-
garding the amendment of the Income
Tax Regulations (26 CFR Part 1) and
the Regulations on Procedure and Ad-
ministration (26 CFR Part 301) under
section 6046 of the Internal Revenue
Code of 1954 as amended by section 20
(b) of the Revenue Act 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 Act (76 Stat. 1062).
After consideration of all such relevant
matter as was presented by interested
persons regarding the rules proposed, the
regulations as proposed are hereby
adopted subject to the following changes:

ParaGrAPH 1. Section 1.6046-1 as set
forth in paragraph 4 to the notice of
proposed rule making is revised.

PAR. 2. Section 301.6679-1 as set forth
in paragraph 5 to the notice of proposed
rule making is changed by revising sub-
paragraph (3) of paragraph (a).

(Sec. 7805 of the Internal Revenue Code of
1954 (68A Stat. 917; 26 U.S.C. 7805))

[SEAL] BERTRAND M. HARDING,
Acting Commissioner of
Internal Revenue.

Approved: November 29, 1962.

STANLEY S. SURREY,
Assistant Secretary of the
Treasury.

In order to conform the Income Tax
Regulations (26 CFR Part 1) and the
Regulations on Procedure and Admin-
istration (26 CFR Part 301) to the
amendments made to the Internal Rev-
enue Code of 1954 by section 20 (b) and
(¢) of the Revenue Act of 1962
(76 Stat. 1061, 1062), such regulations
are amended as follows:

PARAGRAPH 1. Section 1.6046 is amended
to read as follows:

§ 1.6046 Statutory provisions; returns
as 1o organization or reorganization
of foreign corporations and as to
acquisitions of their stock.

Sec. 6046. Returns as to organization or
reorganization of foreign corporations and
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as to acquisitions of their stock—(a) Re-
quirement of return. A return complying
with the requirements of subsection (b)
shall be made by—

(1) Bach United States citizen or resident
who is on January 1, 1963, an officer or di-
rector of a foreign corporation, 5 percent or
more in value of the stock of which is owned
by a United States person (as defined in sec-
tion 7701(a) (30)), or who becomes such an
officer or director at any time after such date,

(2) Each United States person who on
January 1, 1963, owns 5 percent or more In
value of the stock of a foreign corporation, or
who, at any time after such date—

(A) Acquires stock which, when added to
any stock owned on January 1, 1963, has a
value equal to 5 percent or more of the value
of the stock of a foreign corporation, or

(B) Acquires an additional 5 percent or
more in value of the stock of a foreign cor-
poration, and

(3) Each person who at any time affer
January 1, 1963, becomes a United States
person while owning 5 percent or more. in
value of the stock of a foreign corporation.

(b) Form and contents of returns. The
returns required by subsection (a) shall be
in such form and shall set forth, in respect
of the foreign corporation, such information
as the Secretary or his delegate prescribes
by forms or regulations as necessary for
carrying out the provisions of the income tax
laws, except that in the case of persons de-
scribed only in subsection (a)(1l) the In-
formation required shall be limited to the
names and addresses of persons described in
subsection (a) (2). /

(¢) Ownership of stock. For purposes of
subsection (a), stock owned directly or in-
directly by a person (including, in the case
of an individual, stock owned by members
of his family) shall be taken into account.
For purposes of the preceding sentence, the
family of an individual shall be considered
as including only his brothers and sisters
(whether by the whole or half blood), spouse,
ancestors, and lineal descendants.

(d) Time for filing. Any return required
by subsection (a), shall be filed on or before
the 90th day after the day on which, under
any provision of subsection (a), the United
States citizen, resident, or person becomes
liable to file such return.

(e) Limitation—(1) General rule. EXx-
cept as provided in paragraph (2), no in-
formation shall be required to be furnished
under this section with respect to any for-
eign corporation unless such information
was required to be furnished under regula-
tions which have been in effect for at least
90 days before the date on which the United
States citizen, resident, or person becomes
liable to file a return required under subsec-
tion (a).

(2) Ezception. In the case of liability to
file a return under subsection (a) arising
on or after January 1, 1963, and before June
1, 1963—

(A) No information shall be required to
be furnished under this section with respect
to any foreign corporation unless such in-
formation was required to be furnished
under regulations in effect on or before
March 1, 1963, and

(B) If the date on which such regula-
tions become effective is later than the day
on which such liability arose, any return
required by subsection (a) shall (In lieu of
the time prescribed by subsection (d)) be
filed on or before the 90th day after such
date,

(f) Cross reference. For provisions re-
lating to penalties for violations of this sec-
tion, see sections 6679 and 7203.

|Sec. 6046 as amended by sec. 7(a), Act of
Sept. 14, 1960 (Public Law 86-780, 74 Stat.
1016); sec. 20(b) Revenue Act 1962 (76 Stat.
1061) |
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Par. 2. Section 1.6046-1 is redesignated
§1.6046-3 and is amended by revising
the heading and paragraphs (a), (¢),
and (e) thereof to read as follows:

§ 1.6046-3 Returns as to formation or
rcorgamunon of foreign corpora-

tions prior to September 15, 1960

(a) Requirement of returns. Every
attorney, accountant, fiduciary, bank,
trust company, financial institution, or
other person, who, on or before Septem-
ber 14, 1960, aids, assists, counsels, or
advises in, or with respect to, the forma-
tion, organization, or reorganization of
any foreign corporation shall file an in-
formation return on Form 959 (as in use
prior to the October 1960 revision). The
return must be filed in every such case
regardless of—

(e) Information required to be shown
.on return. The return required by sec-
tion 60486, prior to its amendment by sec-
tion 7(a) of the Act of September 14,
1960, and this section shall set forth the
following information to the extent the
information is within the possession or
knowledge, or under the control, of the
person filing the return:

- - - » -

(e) Time and place for filing return—
(1) Time for filing. Returns required by
section 6046, prior to its amendment by
section T(a) of the Act of September 14,
1960, and this section shall be filed with-
in 30 days after the first performance of
any of the functions referred to in para-
graph (a) of this section. If in a par-
ticular case, the aid, assistance, counsel,
or advice given by any person extends
over a period of mcre than one day, such
person; to avoid multiple filing of re-
turns, shall file a return within 30 days
after either of the following events:

Par. 3. Immediately preceding § 1.6046—
3 as redesignated there is inserted the
Tfollowing r.ew section:

§ 1.6046-2 Returns as to foreign cor-
porations which are created or or-
ganized, or reorganized, on or after
September 15, 1960, and before
January 1, 1963.

{(a) Requirement of reiurms. In the
case of any foreign corporation which is
created or organized, or reorganized, on
or after September 15, 1960, and before
January 1, 1963—

(1) Each United States citizen or res-
ident who was an officer or director of
such corporation at any time within 60
days after such creation or organization,
or reorganization, and

(2) Each United States shareholder of
such corporation by or for whom, at any
time within 60 days after such creation
or organization, or reorganization, 5 per-
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
members of his family),

shall file & return on Form 959 (Rev. Oct.
1960) , United States Information Return
With Respect to the Creation or Organi-
zation, or Reorganization, of a Foreign
Corporation.
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(b) Information required to be shown
on retwrn. The return required by sec-
tion 6046, prior to its amendment by sec-
tion 20(b) of the Revenue Act of 1962,
and this section shall set forth the fol-
lowing information:

(1) The name and address of the per-
son (or persons) filing the return, and
an indication that he is a United States
shareholder, officer, or director;

(2) The name and business address
of the foreign corporation;

(3) The name of the country under
the laws of which the foreign corpora-
tion was created or organized, or reor-
ganized;

(4) The name and address of the for-
eign corporation’'s statutory or resident
agent in the country of incorporation;

(5) The date of the foreign corpora-
tion’s creation or organization, or reor-
ganization;

(6) A statement of the manner in
which the creation or organization, or
reorganization, of the foreign corpora-
tion was effected;

(7) A complete statement of the rea-
sons for, and the purposes sought to be
accomplished by, the creation or organi-
zation, or reorganization, of the foreign
corporation;

(8) A statement showing the classes
and kinds of assets transferred to the
foreign corporation in connection with
its creation or organization, or reorgani-
zation, including a list completely de-
scribing each asset or group .of assets,
its value, date of transfer, and the name
and address of person (or persons) own-
ing such asset or group immediately prior
to the transfer;

(9) A statement showing the assets
transferred and the securities issued by
the foreign corporation in its creation or
organization or reorganization, as well
as the name and address of each person
to whom such a transfer or issuance was
made;

(10) A .statement specifying the
amount and type of any indebtedness due
from the foreign corporation to each
of its shareholders and the name of each
such shareholder;

(11) The names and addresses of the
shareholders of the foreign corporation
at the time of its creation or organiza-
tion or reorganization, and the classes of
stock and number of shares held by each:

(12) The names 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) The name and address of the
person (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.

(¢) Time and place for filing return.
The return required by section 6046,
prior to its amendment by section 20(b)
of the Revenue Act of 1962, and this
section shall be filed with the Director
of International Operations, Internal
Revenue Service, Washington 25, D.C.,
on or before the 90th day after such
foreign corporation is created or organ-
ized, or reorganized.

Par. 4. Immediately preceding § 1.6046-
2 there is inserted the following new
section:

§ 1.6046-1 Returns as te erganization
or reorganization of foreign corpora.
tions and as to acquisitions of their
stock, on or after January 1, 1963,

(a) Officers or directors—(1) When
liability arises on January 1, 1963. Each
United States 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 name, address, and identify-
ing number of.each United States per-
son (as defined in section 7701(a) (30))
who, on January 1, 1963, owns 5 percent
or more in value of the outstanding stock
of such foreign corporation.

(2) When liability arises after Jan-
uary 1, 1963—(i) Requirement of return.
Each United States citizen or resident
who is at any time after January 1, 1963,
an officer or director of a foreign corpo-
ration shall make a return on Form 959
(Rev. Jan. 1963) setting forth the infor-
mation described in subdivision (ii) of
this subparagraph with respect to each
United States person (as defined in sec-
tion 7701(a)(30)) who, during the time
such citizen or resident is such an officer
or director—

(@) Acquires (whether in one or more
transactions) outstanding stock of such
corporation which has, or which when
added to any such stock then owned by
him (excluding any stock owned by him
on January 1, 1963, if on that date he
owned 5 percent or more in value of such
stock) has, a value egnal to 5 percent
or more in value of the outstanding stock
of such 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.

(i) Injormation reguired to be shown
on return. The return required under
subdivision (i) of this subparagraph
shall contain the following information:

(a) Name, address, and identifying
number of each shareholder with respect
to whom the return is filed;

(b) A statement showing that the
shareholder is either described in sub-
division (i) (a) or @ «b) of this sub-
paragraph; and

{¢) The date on which the share-
holder became a person described in sub-
division (i) (@) or (1) (b) of this sub-
paragraph.

(3) Applicalion of rules. The pro-
visions of this paragraph may be illus-
trated by the following examples:

Ezxample (1). A, a United States citizen, is,
on January 1, 1963, a director of M, a foreign

tion. X, on January 1, 1963, is &
United States person owning § percent In
value of the outstanding stock of M Corpo-

ration, A must file a return under the
provisions of subparagraph (1) of this
paragraph.

Ezample (2). The facts are the same 2as
in Example (1) except that X owns only 2
percent in value of the outstanding stock of
M Corporation on January 1, 1963, On July
1, 1968, X acquires 2 percent in value of the
outstanding stock of M Corporation and on
September 1, 1963, he acguires an additional
2 percent in value of such stock, The July

-
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1, 1063, transaction does not give rise to
\iability to file a return; however, A must file
a return as a result of the September 1, 1963,
transaction because X's holdings now exceed

5 percent.
Ezample (3). The facts are the same as

in Example (2) and, on September 15, 1963,
X acquires an additional 4 percent in value
of the outstanding stock of M Corporation
(X's total holdings are now 10 percent).
On November 1, 1963, X acquires an addi-
tional 2 percent in value of the outstanding
stock of M Corporation. The September 15,
1963, transaction does not give rise to liabil-
ity to file & return since X has not acquired
5 percent in value of the outstanding stock
of M Corporation since A last became liable
to flle a return. However, A must file a re-
turn as a result of the November 1, 1963,
transaction because X has now acquired an
additional 5 percent in yalue of the out-
standing stock of M Corporation.

Ezample (4). The facts are the same as
in Examples (2) and (3) and, in addition,
B, a United States citizen, becomes 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 Example (2)
or as a result of the September 15, 19683,
transaction described in Example (3). How-
ever, B is required to file a return as a re-
sult of the November 1, 1963, transaction
deseribed in Example (3) because X has ac-
quired an additional 5 percent in value of
the outstanding stock of M Corporation
while B is an officer or director.

(b) Returns required of United States
persons when liability to file arises on
January 1, 1963. Each United States
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 following in-
formation:

(1) The name, address, and identify-
ing number of the shareholder (or share-
holders) filing the return, and the in-
ternal revenue distriet in which such
shareholder filed his most recent United
States income tax return;

(2) The name, business address, and
employer identification number, if any,
of the foreign corporation and the name
of the country under the laws of which 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 the outstanding stock
of such corporation;

_(4) The name 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 income tax return, or
participated in the filing of a consoli-
dated return, for any of its last three
calendar or fiscal years immediately
breceding January 1, 1963, state each
year for which a return was filed (in-
cluding, in the case of a consolidated
repurn. the name of the corporation
filing such return), the type of form
used, the internal revenue office to which

FEDERAL REGISTER

it was sent, and the amount of tax, if
any, paid;

(7) The name 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) The names, addresses, and identi-
fying numbers of all United States per-
sons who are the principal officers (for
example, president, vice president, sec-
retary, treasurer, and comptroller) or
members of the board of director of the
foreign corporation as of January 1,
1963 ;

(9) A complete description of the
principal business activities in which the
foreign corporation is actually engaged
and, if the foreign corporation is a mem-

‘ber of a group constituting a chain of

ownership with respect to each unit of
which the shareholder owns 5 percent
or more in value of the outstanding
stock, a chart showing the foreign cor-
poration’s position in the chain of own-
ership and the percentages of ownership;

(10) A copy of the following state-
ments prepared in accordance with gen-
erally accepted accounting principles and
in such form and detail as is customary
for the corporation’s accounting records:

(i) The corporation’s profit and loss
statement for the most recent complete
annual accounting period; and

(i) The corporation’s balance sheet
as of the end of the most recent com-
plete annual accounting period;

(11) A statement showing as of Jan-
uary 1, 1963, the amount and type of
any indebtedness of the foreign.  cor-
poration—

(i) To any United States person own-
ing 5 percent or more in value of its
stock, or

(ii) To any other foreign corporation
owning 5 percent or more in value of the
outstanding stock of the foreign corpora~-
tion with respect to which the return is
filed provided that the shareholder filing
the return owns 5 percent or more in
value of the outstanding stock of such
other foreign corporation,

together with the name, address, and
identifying number, if any, of each such
shareholder or entity;

(12) A statement, as of January 1,
1963, showing the name, address, and
identifying number, if any, of each per-
son who is, on January 1, 1963, a sub-
scriber to the stock of the foreign
corporation, and the number of shares
suberibed to by each;

(13) A statement showing 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
December 31, 1953, the dates of acquisi-
tion, the amounts paid or value given
therefor, the method of acquisition, i.e.,
by original issue, purchase on open
market, direct purchase, gift, inherit-
ance, ete., and from whom acquired; or

(ii) If such stock was acquired before
January 1, 1954, a statement that such
stock was acquired before such date, and
the value at which such stock is carried
on the books of such shareholder;

11883

(14) A statement showing as of Janu-
ary 1, 1963, the name, address, and iden-
tifying number of each United States
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 of shares of each class
held, including the name, address, and
identifying number, if any, of each ac-
tual owner if such péerson is different
from the shareholder of record and a
statement of the nature and amount of
the interests of each such actual owner;
and

(15) The total number of shares of
each class of outstanding stock of the
foreign corporation (or other data indi-
cating the shareholder’s percentage of
ownership).

(¢) Returns required of United Stales
persons when liability to file arises after
January 1, 1963—(1) United States per-
sons required 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 information re-
quired by subparagraph (3) of this para-
graph, shall be made by each United
States person, as defined in section 7701
(a) (30), when at any time after January
1, 1963—

(i) Such person acquires (whether in
one or more transactions) outstanding
stock of such foreign corporation which
has, or which when added to any such
stock then owned by him (excluding any
stock owned by him on January 1, 1963,
if on that 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 this section or in subdivi-
sion (i) of this subparagraph—

(a) Acquires (whether in one or more
transactions) an additional 5 percent
or more in value of the outstanding stock
of such foreign corporation,

(b) Owns 5 percent or more in value
of the outstanding stock of such foreign
corporation when such foreign corpora-
tion is reorganized (as defined in para-
graph (f)), or

(¢) Disposes of sufficient stock in such
foreign corporation to reduce his interest
to less than 5 percent in value of the
outstanding stock of such foreign cor-
poration.

The provisions of this subparagraph
may be illustrated by the following
examples:

Ezample (1). On January 15, 1963, A, a
United States person, acquires 5 percent in
value of the outstanding stock of M, a for-
elgn corporation. A must file a return under
the provisions of this subparagraph.

Ezample (2). On January 1, 1863, B, a
United States person, owns 2 percent in
value of the outstanding stock of M, a_for-
eign corporation. B is not required to file a
return under the provisions of this section
because he does not own 5 percent or more
in value of the outstanding stock of M Cor-
poration, On February 1, 1963, B acquires
an additional 3 percent in value of the
outstanding stock of M Corporation. B must
file a return under the provisions of this
subparagraph.
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Ezample (3). On January 1, 1963, C, a
United States person, owns 6 percent in
value of the outstanding stock of M, a for-
eign corporation. C must file a return under
the provisions of paragraph (b) of this sec-
tion. On February 1, 1963, C acquires an
additional 2 percent in value of the out-
standing stock of M Corporation in a trans-
action not involving a reorganization. C is
not required to file a return under the pro-
visions of this subparagraph.

Example (4). The facts are the same as
in Example (8) except that, in addition, on
April 1, 1963, C acquires 2 percent in value
of the outstanding stock of M Corporation
in a transaction not involving a reorganiza-
tion. (C’s total holdings are now 10 per-
cent.) C 1s not required to file a return
under the provisions of this subparagraph
because he has not ncquired 5 percent or
more in value of the outstanding stock of
M Corporation since he last became liable
to file a return. On May 1, 1863, C ac-
quires 1 percent in value of the outstanding
stock of M Corporation. C must file 8 re-
turn under the provisions of this subpara-
graph.

Ezample (5). On June 1, 1963, D, a United
States person, owns 12 percent in value of
the outstanding stock of M, a foreign cor-
poration. Also, on June 1, 1963, M Cor-
poration is reorganized and, as a result of
such reorganization, D owns only 8 percent
of the outstanding stock of such foreign
corporation. D must file a return under the
provisions of this subparagraph.

Example (6). The facts are the same as
in Example (5) except that, in addition, on
November 1, 1970, D donates 2 percent of
the outstanding stock of M Corporation to
& charity. Since D has disposed of sufficient
stock to reduce his interest in M Corpora-
tion to less than 5 percent In value of the
outstanding stock of such corporation, D
must file a return under the provisions of
this subparagraph.

(2) Shareholders who become United
States persons. A return on Form 959
(Reyv. Jan. 1963), relating to the orga-
nization or reorganization of a foreign
corporation and to the acquisition of its
stock, containing the information re-
quired by subparagraph (3) of this par-
agraph, shall also be made by each per-
son who at any time after January 1,
1963, becomes & United States person
while owning 5 percent or more in value
of the outstanding stock of such for-
eign corporation.

(3) Injormation reguired to be shown
on reiurn—(i) In general. The return
on Form 959 (Rev. Jan. 1963), required
to be filed by persons described in sub-
paragraphs (1) and (2) of this para-
graph, shall set forth the same informa-
tion as is required by the provisions of
parazraph (b) of this section except that
where such provisions require informa-
tion with respect to January 1, 1963, such
information shall be furnished with re-
spect to the date on which liability arises
to file the return required under this
paragraph.

(il) Additional information. In addi-
tion to the information required under
subdivision (i) of this subparagraph, the
following information shall also be fur-
nished in the return required under this
paragraph:

(a) The date on or after January 1,
1963, if any, on which such shareholder
(or shareholders) last filed a return
under this section with respect-to the
corporation;
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(b) If a return is filed by reason of
becoming a United States person, the
date the shareholder became a United
States person;

(¢) If areturn is filed by reason of the
disposition of stock, the date and method
of such disposition and the person to
whom such disposition was made; and

(d) If a return is filed by reason of the
organization or reorganization of the for-
eign corporation on or after January 1,
1963, the following information:

(1) A statement showing a detailed
list of the classes and kinds of assets
transferred to the foreign corporation in-
cluding a description of the assets (such
as a list of patents, copyrights, stock, se-
curities, etc.), the fair market value of
each asset transferred (and, if such
asset is transferred by a United States
person, its adjusted basis), the date of
transfer, the name, address, and identi-
fying number, if any, of the owner im-
mediately prior to the transfer, and the
consideration paid by the foreign corpo-
ration for such transfer;

(2) A statement showing the assets
transferred and the notes or securities
issued by the foreign corporation, the
name, address, and identifying number,
if any, of each person to whom such
transfer or issue was made, and the con-
sideration paid to the foreign corpora-
tion for such transfer or issue; and

(3) An analysis of the changes in the
corporation’s surplus accounts occurring
on or after January 1, 1963.

(iii) Ezxclusion of information prepvi-
ously furnished. In any case where any
identical item of information required to
be filed under this paragraph by a share-
holder with respect to a foreign corpora-
tion has previously been furnished by
such shareholder in any return made in
accordance with the provisions of this
section, such shareholder may satisfy the
requirements of this paragraph by filing
Form 959 (Rev. Jan. 1963), identifying
such item of information, the date fur-
nished, and stating that it is unchanged.

(d) Associations, eic. Returns are re-
quired to be filed in accordance with the
provisions of this section with respect to
any foreign association, foreign joint-
stock company, or foreign insurance
company, etc., which would be consid-
ered to be a corporation under § 301.7701-
2 of this chapter (Regulations on Pro-
cedure and Administration). Persons
who would qualify by the nature of their
functions and ownership in such associa-
tions, etc., as officers, directors, or share-
holders thereof will be treated as such
for purposes of this section without re-
gard to their designations under local
law.

(e) Return
jointly made. Any two or more persons
required under paragraph (a) of this
section to make a return with respect to
one or more shareholders of the same
corporation, or under paragraph (b) or
(e) of this section to make a return with
respect to the same corporation, may in
lieu of making several returns, jointly
make one return.

(2) Separate return for each corpora-
tion. When returns are required with
respect to more than one foreign corpo-

Special provisions—(1)

ration, a separate return must be made
for each corporation.

(3) Use of power of attorney by ofi-
cers or directors—(i) In general, Any
two or more persons required under pay-
agraph (a) of this section to make 3
return with respect to oneor more share-
holders of the same corporation may, by
means of one or more duly executed
powers of attorney, constitute one of
their number as attorney in fact for the
purposé of making such returns or for
the purpose of making a joint retum
under subparagraph (1) of this para-
graph.

(i) Nature of power of uattorney.
The power of attorney referred to in sub-
division (i) of this subparagraph shall
be limited to the making of returns re-
quired under paragraph (a) of this sec-
tion and shall be limited to a single cal-
endar year with respect $o which such
returns are required.

(iii) Muanner of execution of power of
attorney. The use of technical language
in the preparation of the power of at-
torney referred to in subdivision (i) of
this subparagraph is mnot necessary,
Such power of attorney shall be signed
by the individual United States citizen
or resident required to file a return or
returns under paragraph (a) of this see-
tion. Such power of attorney must be
acknowledge before a notary public or,
in leu thereof, witnessed by two disin-
terested persons. The mnotarial seal
must be affixed unless such seal is not re-
quired under the laws of the state or
country wherein such power of attorney
is executed.

(iv) Manner of execution of refurn
under authority of power of aitorney.
A return made under authority of one or
more powers of attorney referred to in
subdivision (i) of this 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 at a convenient and safe location
accessible to inbternal revenue officers,
and shall at all times be available for
inspection by such officers.

(v) Effect on penalties. The fact that
a return. is made under authority of a
power of attorney referred to in sub-
division (i) of this subparagraph shall
not affect the principal’s liability for
penalties provided for failure to file a
return required under paragraph (a) of
this section or for filing a false or fraud-
ulent return.

(4) Persons excepted jrom filing re-
turns. Any person required to make a
return under paragraph (b) or (¢) of
this section with respect to a foreign
corporation need not make such regurn
provided all of the following conditions
are met:

(i) Such person does not directly own
an interest in the foreign corporation;

(ii) Such person is required to furnish
the information solely by reason of at-
tribution of stock ownership from 2
United States person under paragraph
() of this section; and

(iii) The person from whom the stock
ownership is attributed furnishes all of
the information required under para-
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graph () or (e) of this section of the
person t0 whom such stock ownership is
attributed. :

(5) Persons excepted from furnishing
items of information. Any Dperson re-
quired to furnish any item of informa-
tion under paragraph (b) or (c¢) of this
section with respect to a foreign corpora-
tion, may, if such item of information is
furnished by another person having an
equal or greater stock interest (measured
in terms of value of such stock) in spch
foreign corporation, satisfy such require-
ment by filing a statement with his re-
turn on Form 959 (Rev. Jan. 1963) indi-
cating that such liability has been
satisfied and identifying the return in
which such item of information was
included.

(f) Meaning of terms.
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 completed but stock in
the corporation will not be issued within
30 days, every United States citizen or
resident who is an officer or a director of
such corporation, provided a TUnited
States person has an interest of 5 per-
cent or more in such corporation, and
every such United States person shall,
within 90 days of the date of incorpora-
tion, file the returns required under sec-
tion 6046 and this section. In the case
of a reorganization, new stock may be
acquired, depending on the type of re-
organization, whether or not any stock
certificates are surrendered or exchanged
or the designation of such stock is
altered.

(2) Reorganization. With respectto a
foreign corporation, the term “reorgani-
zation” shall mean not only a transaction
described in section 368(a) (1) and the
regulations thereunder but also any
other transaction or series of transac-
tions which has the same effect.

(g) Method of reporting. All amounts
fu;nished in returns preseribed under
this section shall be expressed in United
States currency with a statement of the
exchange rates used. All statements re-
quired to be submitted on or with returns
under this section shall be rendered in
the English language.

(h) Actual ownership of stock. If any
shareholder, referred to in this section,
is nqt the actual owner of the stock of the
foreign corporation, the information re-
qmed under this section shall be fur-
nished in the name of and by such actual
owner. For example, in the case of stock
held by a nominee, the information re-
quired under this section shall be fur-
nished by the actual owner of such stock.

(i) Constructive ownership of stock—
(1) In 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 United States person who is
a member of a nonresident foreign part-
nership which becomes a shareholder in
a foreign corporation shall be considered
to be a shareholder in such foreign cor-
poration to the extent of his proportion-
ate share in such partnership.

(2) Members of family. An individual
shall be considered as owning the stock
owned directly or indirectly by or for
his brothers and sisters (whether by the
whole or half blood), nis spouse, his an-
cestors, and his lineal descendants.
However, when stock is treated as owned
by an individual under the rule provided
in this subparagraph, it shall not be
treated as owned by him for the purpose
of again applying such rule in order to
make another the constructive owner of
such stock. The provisions of this sub-
paragraph may be illustrated by the fol-
lowing example:

Ezxample. H, W, and HF are United
States citizens. W, wife of H, owns 20 per-
cent of the value of the outstanding stock of
X, a foreign corporation. X Corporation
owns 90 percent of the value of the out-
standing stock of Y Corporation, a foreign
corporation. Y Corporation becomes the
owner of 50 percent of the value of the out-
standing stock of each of two newly or-
ganized foreign corporations, M and N. In
applying the “members of family” rule, H
is considered to own 20 percent of the value
of the outstanding stock of X Corporation,
and 18 percent of the value of the outstand-
ing stock of ¥ Corporation, and 9 percent
of M Corporation and N Corporation. How=-
ever, HF, the father of H, is not considered
to own stock of X, ¥, M, or N since his
son, H, is not treated as the owner of such
stock for purposes of again applying the
“members of family' rule.

(j) Time and place for filing return—
(1) Time for filing. Any return re-
quired by section 6046 and this section
shall be filed on or before the 90th day
after the day on which a United States
citizen, resident, or person becomes
liable to file such return under any pro-
vision of section 6046(a) and of para-
graph (a), (b), or (¢) of this section.
The Director of International Opera-
tions is authorized to grant reasonable
extensions of time for filing returns
under section 6046 and this section in
accordance with the applicable provi-
sions of section 6081(a) and § 1.6081-1,

(2) Place for filing. Returns required
by section 6046 and this section shall be
filed with the Director of International
Operations, Internal Revenue Service,
Washington 25, D.C.

(k) Penalties. (1) For criminal pen-
alties 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 information
required on a return, under this section,
see section 6679.

Par. 5. At the end of the regulations
in Part 301 relating to Additions to the
Tax, Additional Amounts, and Assessable
Penalties, there are inserted the follow-
ing new sections:
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§ 301.6679 Statutory provisions; failure
to file returns as to organization or
reorganization of foreign corpora-
tions and as to acquisitions of their
stock.

SEc. 6679. Failure to file returns as to or-
ganization or reorganization of foreign cor-
porations and as to acquisitions of their
stock—(a) Civil penally. In addition to any
criminal penalty provided by law, any per-
son required to file a return under section
6046 who fails to file such return at the time
provided in such section, or who files a
return which does not show the informa-
tion required pursuant to such section, shall
pay a penalty of $1,000, unless it is shown
that such failure is due to reasonable cause.

(b) Deficiency procedures mot to apply.
Subchapter B of chapter 63 (relating to de-
ficlency procedure for income, estate, and
gift taxes) shall not apply in respect of the
assessment or collection of any penalty im-
posed by subsection (a).

[Sec. 6679 as added by sec. 20(c), Revenue
Act 1962 (76 Stat. 1062) |

§ 301.6679-1 Failure to file returns as
to organization or reorganization of
foreign corporations and as to ac-
quisitions of their stock.

(a) Civil penalty—(1) In general. In
addition to any criminal penalty pro-
vided by law, each person required to file
a return under section 6046, and the
regulations thereunder, who fails to file
such a return within the time provided,
or who files a return which does not
show the required information, shall pay
a penalty of $1,000, unless such failure
is shown to be due to reasonable cause.

(2) Joint return. The penalty im-
posed by section 6679 and this section
shall apply to each United States citi-
zen, resident, or person filing a joint
return pursuant to the provisions of sec-
tion 6046 and § 1.6046-1, which does noft
show the required information.

(3) Showing of reasonable cause.
The penalty imposed by section 6679
shall not apply if it is established to the
satisfaction of the Director of Interna-
tional Operations that such failure was
due to a reasonable cause. An affirma-
tive showing of reasonable cause must
be made in the form of a written state-
ment, containing a declaration that it
is made under the penalties of perjury,
setting forth all the facts alleged as a
reasonable cause. If the taxpayer ex-
ercises ordinary business care and pru-
dence and is nevertheless unable to fur-
nish any item of information required
under section 6046, and the regulations
thereunder, such failure shall be con-
sidered due to a reasonable cause. In
determining the extent of a taxpayer’s
ability to obtain information, the per-
centage of stock owned by such taxpayer
and the nature of the other interests in
the foreign corporation will be con-
sidered.

(b) Deficiency procedures not to apply.
The penalty imposed by section 6679 may
be assessed and collected without regard
to the deficiency procedures provided by
subchapter B of chapter 63 of the Code.
[F.R. Doc. 62-11971; Filed, Nov. 30, 1962;

8:52 am.|
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Title 38—PENSIONS, BONUSES,
AND VETERANS' RELIEF

Chapter |—Veterans Adminisiration
PART 3—ADJUDICATION

Subpart A—Pension, Compensation,
and Dependency and Indemnity
Compensation

MISCELLANEOUS AMENDMENTS

1. In § 3.1, paragraphs (p), (@), and
(r) are added to read as follows:

§ 3.1 Definitions.
* . - * *

(p) “Claim”"—“Application” means a
formal or informal communication in
writing requesting a determination of
entitlement or evidencing a belief in en-
titlement, to a benefit.

(q) “Notice” means written notice
sent to a claimant or payee at his latest
address of record.

(r) “Date of receipt” means the date
on which a claim, information or evi-
dence was received in the Veterans Ad-
ministration, except as to specific provi-
sions for claims or evidence received in
the State Department (§ 3.108), or in the
Social Security Administration (§ 3.153,
§ 3.201), or Department of Defense as
to initial claims filed at or prior to
separation.

2. A new § 3.20 is added to read as fol-
lows:

§ 3.20 Widow’s benefit for month of
veteran’s death.

Where the veteran died on or after
December 1, 1962, the rate of death pen-
sion, death compensation or dependency
and indemnity compensation otherwise
payable for his widow for the month in
which the death occurred shall be not
less than the amount of pension or com-
pensation which would have been pay-
able to or for the veteran for that month
but for his 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 amended
and paragraph (f) is added to read as
follows:

§ 3.105 Revision of decisions.

The provisions of this section apply ex-
cept where an award was based on an act
of commission or omission by the payee,
or with his knowledge (§ 3.500(b));
there is a change in law or a Veterans
Administration issue, or a change in
interpretation of law or a Veterans
Administration issue (§3.114); or the
evidence establishes that service connec-
tion was clearly illegal. The provisions
with respect to the date of discontinu-
ance of benefits are applicable to run-
ning awards. Where the award has been
suspended, and it is determined that no
additional payments are in order, the
award will be discontinued effective date
of last payment.

(a) Error. Previous determinations
on which an action was predicated, in-
cluding decisions of service connection,
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degree of disability, age, marriage, re-
lationship, service, dependency, lineé of
duty, and other issues, will be accepted
as correct in the absence of clear and
unmistakable error. Where evidence
establishes such error, the prior decision
will be reversed or amended. For the
purpose of authorizing benefits, the rat-
ing or other adjudicative decision which
constitutes a reversal of a prior decision
on the grounds of clear and unmistak-
able error has the same effect as if the
corrected decision had been made on the
date of the reversed decision. Except as
provided in paragraphs (d) and (e) of
this section, where an award is reduced
or discontinued because of administra-
tive error or error in judgment, the pro-
visions of § 3.500(b) (2) will apply.

L3 - * * *

(d) Severance of service connection.
Subject to the limitations contained in
§§ 3.114 and 3.957, service connection
will be severed only where evidence es-
tablishes that it is clearly and unmis-
takably erroneous (the burden of proof
being upon the Government). (Where
service connection is severed because of
a change in or interpretation of a law or
Veterans Administration issue, the pro-
visions of § 3.114 are for application.)
A change in diagnosis may be accepted
as a basis for severance action if the
examining physician or physicians or
other proper medical authority certifies
that, in the light of all accumulated
evidence, the diagnosis on which service
connection was predicated is clearly
erroneous. This certification must be
accompanied by a summary of the facts,
findings, and reasons supporting the
conclusion. When severance of service
connection is considered warranted, a
rating proposing severance will be pre-
pared setting forth all material facts and
reasons, and submitted to Central Office
for review without notice to the claimant
or representative. Ratings for carious
or missing teeth, pyorrhea, or Vincent’s
disease will not be submitted. If the
proposal is approved on review by Cen-
tral Office, the claimant will be notified
at his latest address of record of fhe
contemplated action and furnished de-
tailed reasons therefor and will be given
60 days for the presentation of additional
evidence to show that service connection
should be maintained. If additional
evidence is not received within that
period, rating action will be taken and
the award will be discontinued effective
the last day of the month in which the
60-day period expired. (38 U.S.C. 3012
(b) (6) ; Public Law 87-825)

(e) Reduction in evaluation—com-
pensation. Where the reduction in
evaluation of a service-connected dis-
ability or employability status is
considered warranted and the lower
evaluation would result in a reduction
or discontinuance of compensation pay-
ments currently being made, rating
action will be taken. The reduction
will be made effective the last day of the
month in which a 60-day period from
date of notice to the payee expires. The
veteran will be notified at his latest 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 USg(,
3012(b) (6) ; Public Law 87-825)

(f) Reduction in evaluation—pension,
Where a reduction in evaluation is cop.
sidered warranted because of a change i |
non-service-connected disability or em.
ployability and the lower evaluation
would result in a reduction or discon-
tinuance of pension payments currentiy
being made, the award will be reduceq
or discontinued effective the last day of
the month in which reduction or dis.
continuance of the award is approved.
The veteran will be notified at his latest
address of record of the action taken and
furnished detailed reasons therefor, and
the conditions under which his claim
may be reopened. (38 U.S.C. 3012(h)
(5) ; Public Law 87-825)

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

§3.114 Change of law or Veterans Ad.

ministration issue.

(a) Effective date of awards. Where
pension, compensation, or dependency
and indemnity compensation is awarded
or increased pursuant to a liberalizing
law or a liberalizing Veterans Admin-
istration issue, approved by the Ad-
ministrator or by his direction, the ef-
fective date of such award or increase
shall be fixed in accordance with the
facts found, but shall not be earlier than
the effective date of the act or adminis-
trative issue.

(1) If a claim is reviewed on the
initiative of the Veterans Administration
within 1 year from the effective date of
the law or Veterans Administration issue,
or at the request of a claimant received
within 1 year from that date, benefits
may be authorized from the effective
date of the law or Veterans Administra-
tion issue.

(2) If a claim is reviewed on the initia-
tive of the Veterans Administration more
than 1 year after the effective date of
the law or Veterans Administration issue,
benefits may be authorized for a period
of 1 year prior to the date of administra-
tive determination of entitlement.

(3) If a claim is reviewed at the re-
quest of the claimant more than 1 year
after the effective date of the law or
Veterans Administration issue, benefits
may be authorized for a period of 1
year prior to the date of receipt of such
request. (38 U.S.C. 3010(g) ; Public Law
87-825)

(b) Discontinuance of benefits. Where
the 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 will be notified
at his latest address of record of the
contemplated action and furnished de-
tailed reasons therefor, and will be given
60 days for the presentation of additional
evidence. If additional evidence is not
received within that period, the award
will be reduced or discontinued effective
the last day of the month 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) Iis
amended to read as follows:

§3.152 Claims for death benefits.
-

" - * *

(¢) (1) Where a child’s entitlement to
dependency and indemnity compensa-
tion arises by reason of termination of
a widow’s right to dependency and in-
demnity compensation 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 will be considered a claim
for any accrued benefits which may be
payable.

» - . -

*

6. Immediately following §3.152, a
new cross reference is added so that the
cross references read as follows:

Cross REFERENCES: State Department as
agent of Veterans Administration. See

§ 3.108.
Change in status of dependents. See
§ 3.651.

7. Section 3.154 is revised to' read as
follows:

§3.154 Injury due to hospital treat-
ment, etc.

A formal claim for pension, compensa-
tion, dependency and indemnity com-
pensation or any statement in a com-
munication showing an intent 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 treatment, or
examination under Veterans Adminis-
tration laws may 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:

CrROSS REFERENCES:
§ 3.400.

Disability or death due to hospitalization,
etc. See § 3.800(a).

9. In § 3.156, former paragraphs (a),
(b), (e), (f), and (g) are canceled;
former paragraph (d) revised and re-
designated (a); and former paragraph
(e) redesignated (b), so that the revised
§ 3.158 reads as follows:

§3.156 New and material evidence.

(a) New and material 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 with the claim which
was pending at the beginning of the ap-
peal period.

(b) Where the new and material evi-
dence consists of a supplemental report
from the service department, received
before or after the decision has become
ﬁnal. the former decision will be recon-
sxdeyed by the adjudicating agency of
original jurisdiction. This comprehends
official service department records which
bresumably have bheen misplaced and
have now been located and forwarded to
the Veterans Administration. Also in-
cluded are corrections by the service de-
Dartmeng of former errors of commission
or omission in the preparation of the
brior report or reports and identifiéd as

Effective dates. See
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such. The retroactive evaluation of dis-
ability resulting from disease or injury
subsequently service connected on the
basis of the new evidence from the serv-
ice department must be supported ade-
quately by medical evidence. Where
such records clearly support the assign-
ment of a specific rating over a part or
the entire period of time involved, a ret-
roactive evaluation will be assigned ac~-
cordingly except as it may be affected by
the filing date of the original claim.

10. In § 3.157, the headnote, paragraph
(a) and subparagraphs (1) and (3) of
paragraph (b) are amended to read as
follows:

§ 3.157 Report of examination or hos-
pitalization as claim for increase or
to reopen.

(a) General. Effective date of pen-
sion or compensation benefits, if other-
wise in order, will be the date of receipt
of a claim or the date when entitlement
arose, whichever is the later. A report
of examination or hospitalization which
meets the requirements of this section
will be accepted as an informal claim for
benefits under an existing law or for
benefits under a liberalizing law or Vet-
erans Administration issue, if the re-
port relates to a disability which may
establish entitlement. Acceptance of a
report of examination or treatment as a
claim for increase or to reopen is subject
to the requirements of § 3.114 with re-
spect to action on Veterans Administra-
tion initiative or at the request of the
claimant and the payment of retroactive
benefits from the date of 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) Report of Veterans Administra-
tion examination or hospitalization at
Veterans Administration expense. The
date of outpatient or hospital examina-
tion or date of admission to a Veterans
Administration hospital or date of ad-
mission to a non-Veterans Administra-
tion hospital if previously authorized will
be accepted as the date of receipt of a
claim. If subsequently authorized the
date the Veterans Administration re-
ceived notice of admission to a non-Vet-
erans Administration hospital will be

accepted.
* - L > .
(3) State and other institutions.

When submitted by or on behalf of the
veteran and entitlement is shown, date
of receipt by the Veterans Administra-
tion of examination reports, clinical
records, and transcripts of records will
be accepted as the date of receipt of a
claim if received from State, county,
municipal, recognized private institu-
tions, or other Government hospitals.
These records must be authenticated by
an appropriate official of the institution.
Benefits will be granted if the records
are adequate for rating purposes; other-
wise findings will be verified by official
examination. Reports received from
private institutions not listed dy the
American Hospital Association must be
certified by the Chief Medical Officer of
the Veterans Administration or his phy-
sician designee.
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11. Section 3.158 is revised to read as
follows:

§3.158 Abandoned claims.

(a) General. Where evidence re-
quested in connection with an original
claim, a claim for increase or to reopen
or for the purpose of determining con-
tinued entitlement is not furnished
within 1 year after the date of request,
the claim will be considered abandoned.
After the expiration of 1 year, further
action will not be taken unless a new
claim is received. Should the right to
benefits be finally established, pension,
compensation, or dependency and in-
demnity compensation based on such
evidence shall commence not earlier
than the date of filing the new claim.

(b) Veterans Administration examin-
ations. Where the veteran fails without
adequate reason to respond to an order
to report for Veterans Administration
examination within 1 year from the date
of request and payments have been dis-
continued, the claim for such benefits
will be considered abandoned.

(¢) Disappearance. Where payments
of pension, compensation, or dependency
and indemnity compensation have not
been made or have been discontinued be-
cause a payee’s present whereabouts is
unknown for a period of 1 year or more,
payments will not be made for any period
prior to the date the evidence showing
the payee’s present whereabouts is re-
ceived in the Veterans Administration,
if otherwise in order.

12. Immediately following § 3.158, two
new cross references are added so that
the cross references read as follows:

Cross REFERENCES: Determinations of do-
mestic status and dependency. See §3.652.

Failure to report for Veterans Administra-
tion examination. See § 3.655.

Disappearance of veteran. See §3.656.

13. A-new § 3.160 is added to read as
follows:

§ 3.160 Status of claims.

The following definitions are applica-
ble to claims for pension, compensation,
and dependency and indemnity compen-
sation.

(a) Informalclaim. See § 3.155.

(b) Original claim. An initial formal
application on a form prescribed by the
Administrator (See §§ 3.151, 3.152).

(¢) Pending claim. An application,

formal or informal, which has not been

finally adjudicated.

(d) Finally adjudicated claim. An
application, formal or informal, which
has been allowed or disallowed by the
agency of original jurisdiction, the action
having become 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) Reopened claim. Any application
for a benefit received after final disal-
lowance of an earlier claim.

(f) Claim for increase. Any applica-
tion for an increase in rate of a benefit
being paid under a current award, or
for resumption of payments previously
discontinued.
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14, In § 3.213, paragraphs (a) and (b)
are amended to read as follows:

§ 3.213 Change of status affecting en-
titlement.

(a) General. Proof will be required
to establish a change of status which
would result in payment of a higher rate
of pension, compensation or dependency
and indemnity compensation. For the
purpose of reducing or discontinuing
such benefits, a statement by a claimant
or payee setting forth the month and
year of change of status which would re-
sult in a reduction or discontinuance of
benefits to that person will be accepted,
in the absence of contradictory informa-
tion. This includes:

(1) Veteran. A statement by the vet-
eran setting forth the month and year
of death of a wife, child, or dependent
parent.

(2) Widow. A statement by the widow
or remarried widow setting forth the
month and year of remarriage and her
present name. (An award for a child
or children who are otherwise entitled
may be made to commence the day fol-
lowing the date of discontinuance of
payments to the widow.)

(3) Child. A statement by the veteran
or widow (where an additional allow-
ance is being paid to the veteran or
widow for a child), or fiduciary, setting
forth the month and year of the child’s
death, marriage, or discontinuance of
school attendance. A similar statement
by a child who is receiving payments di-
rect will be accepted to establish his
marriage or the discontinuance of school
attendence. Where appropriate, the
month and year of discontinuance of
school attendance will be required in ad-
dition to the month and year of death or
marriage of a child.

(4) Parent. A statement by a parent
setting forth the month and year:

(i) Of marriage or remarriage;

(ii) When two parents or a parent and
spouse ceased living together;

(iii) When two parents or a parent
and spouse resumed living together fol-
lowing a period of separation;

(iv) Of divorce or death of a spouse.

(b) Date not reported. If the month
and year of the event is not reported, the
award will be reduced or discontinued,
whichever is appropriate, effective date
of last payment. The payee will be re-
quested to furnish within 60 days from
the date of request a statement setting
forth the date of the event. Where pay-
ments are continued at a4 reduced rate,
the award will be discontinued effective
date of last payment if the required
statement is not received within the 60-
day period. Payments on a discontinued
award may be resumed, if otherwise in
order, from the date of discontinuance
if the necessary information is received
within 1 year from the date of request;
otherwise from the date of receipt of a
new claim,

15. Immediately following § 3.213, two
new cross references are added so that
the cross references read as follows:

Cross REFERENCES: Abandoned claims. See
§ 3.158.

RULES AND REGULATIONS

Change in status of dependents, See
§ 3.651

l‘ute.ml change in income, net worth or
change in status. See § 3.660.

16. In § 3.400, the introductory portion
preceding paragraph (a) and paragraphs
(e), (d), (©), (g), @), (0), (p), (@), and
(r) are amended and paragraph (v) is
added to read as follows:

§ 3.400 General.

Except as otherwise provided, the ef-
fective date of an award of pension, com-
pensation or dependency and indemnity
compensation based on an original claim,
a claim reopened after final disallow-
ance, or a claim for increase will be the
date of receipt of the claim or the date
entitlement arose, whichever is the later.
The effective date of an evaluation and
award of pension or compensation for a
veteran will be the date of receipt of the
claim or the date entitlement arose,
whichever is later. (38 U.S.C. 3010(a) ;
Pub. Law 87-825)

- e * - -

(¢) Death benefits—(1) Death in serv-
ice (38 U.S.C. 3010(j); Public Law 87-
825; §§ 3.4(c), 3.5(b)). First day of the
month fixed by the Secretary concerned
as the date of actual or presumed
death, if claim is received within 1 year
after the date the initial report of ac-
tual death or finding of presumed death
was made; however, benefits based on
a report of actual death are not payable
for any period for which the claimant
has received, or is entitled to receive an
allowance, allotment, or service pay of
the veteran.

(2) Death after separation from serv-
ice (38 U.S.C. 3010(d); Public Law 87—
825; §§ 3.3(d), 3.4(¢), 3.5(b)). First day
of the month in which the veteran’s
death occurred if claim is received with-
in 1 year after the date of death; other-
wise, date of receipt of claim.

(3) Dependency and indemnity com-
pensation— (i) Deaths prior to Janu-
ary 1, 1957 (§ 3.702). Date of receipt of
election or date dependency and indem-
nity compensation becomes the greater
monthly benefit if election is received
within (generally) 120 days before that
date.

(ii) Child (38 U.S.C. 3010(e); Public
Law 87-825). First day of the month
in which entitlement arose if claim is
received within 1 year after the date of
entitlement; otherwise, date of receipt
of claim.

(d) Age; wveteran 65, widow 70
(§ 3.208). In other than original claims
date of receipt of claim or 65th (or 70th)
birthday, whichever is later, if evidence
filed within 1 year after date of request.

- - * - -

(f) Bureau of Employees’ Compensa-
tion cases (§ 3.708). Date authorized by
applicable law, subject to any payments
made by the Bureau of Employees’ Com-~
pensation over the same period of time.

(g) Correction of military records (38
U.S.C. 3010(i); Public Law 87-825).
Where entitlement is established because
of the cdbrrection, change or modification
of a military record, or of a discharge or
dismissal, by a Board established under
10 U.S.C. 1552 or 1553, or because of
other corrective action by competent

military naval, or air authority, the
award will be effective from the latest
of these dates:

(1) Date application for change, cor-
rection, or modification was filed with
the service department, in either an
original or a disallowed claim;

(2) Date of receipt of claim if claim
was disallowed; or

(3) One year prior to date of reopen-
ing of disallowed claim.

(1) Disability or death due to hospital-
tzation, etc. (38 U.S.C. 3010 (c¢), (d):
Public Law 87-825; § 3.800)—(1) Disa-
bility. Date injury or aggravation was
suffered if claim is received within 1 year
after that date; otherwise, date of receipt
of claim.

(2) Death. First day of month in
which the veteran’s death occurred if a
claim is received within 1 year following
the date of death; otherwise, date of
receipt of claim.

- » . » *

(0) Increases (38 U.S.C. 3010(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 entitlement
arose, whichever is later. A retroactive
increase or additional benefit will not be
awarded after basic entitlement has
been terminated, such as by severance of
service connection.

(p) Liberalizing laws and Velerans
Administration issues. See § 3.114,

(q) New and material evidence
(§ 3.156)—(1) Other than service de-
pariment records—(i) Received within
appeal period or prior to appellate de-
cision. The effective date will be as
though the former decision had not been
rendered. See § 3.104(c).

(i) Received ajter final disallowance.
Date of receipt of new claim or date en-
titlement arose, whichever is later.

(2) Service department records. To
agree with evaluation (since it is con-
sidered these records were lost or mis-
laid) or date of receipt of claim on which
prior evaluation was made, whichever is
later, subject to rules on original claims
filed within 1 year after separation from
service. See paragraph (g) of this sec-
tion as to correction of military records.

(r) Reopened claims (§§ 3.109, 3.156,
3.157). Date of receipt of claim or date
entitlement arose, whichever is later.

* - - - L

(v) Void or annulled marriage (or re-
marriage) (38 U.S.C. 3010(f) , Public Law
87-674; 38 U.S.C. 3010 (@), (k), Public
Law 87-825; § 3.55)—(1) Void. Date
the parties ceased to cohabit or datfe of
receipt of claim, whichever is later.

(2) Annulled. Date the decree of an-
nulment became final if claim is filed
within 1 year after that date; otherwise
date of receipt of claim.

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

are amended and paragraph (h) is added
to read as follows:

§ 3.401 Veterans.

Awards of pension or compensation
payable to or for a veteran will be ef-
fective as follows:

- L - - -
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(b) Dependents, additional compen-
sation for (§ 3.4(b)(2)). The earlier of
the following dates:

(1) commencing date of veteran’s
award if dependent shown on claim and
evidence is received within 1 year after

of request.

dafu23> For compensation, effective date
of the qualifying evaluation if basic
proof of dependents in existence on that
date is received within 1 year after date
of notification of such evaluation, and
any necessary substantiating evidence
is received within 1 year after date of
request. (38 U.S.C. 3010(f) ; Public Law
87-825) (Other increases, including dis-
ability pension, see § 3.400(0) )

* » - L] k2
(f) Service pension (§ 3.3(b)). Date
of receipt of claim.
r . » - »* *

(h) Temporary increase (Paragraph
29, “General Policy in Rating,” 1945
Schedule for Rating Disabilities). Date
of entrance into hospital, after 21 days
of continuous hospitalization for treat-
ment.

18. In § 3.402, paragraph (¢) is re-
voked. :

§3.402 Widows.

Awards of pension, compensation, or
dependency and indemnity compensa-
tion to or for a widow will be effective
as follows:

. » » - -

(¢) [Revoked]

18a. In §3.403, paragraph (a) is
amended to read as follows:

§ 3.403 Children.

Awards of pension, compensation, or
dependency and indemnity compensation
to or for a child, or to or for a veteran
or widow on behalf of such child, will
be effective as follows:

(a) Permanently incapable of self-
support (§3.57(a)(3)). In original
claims, date fixed by §§ 3.400 (b) or (¢)
or 3.401(b). In claims for continuation
of payments, 18th birthday if the condi-
tion is claimed prior to or within 1 year
after that date; otherwise from date of
receipt of claim.

s . * - .

19. In § 3.500, the introductory portion
preceding paragraph (a), paragraphs
(b), (@), (e), (g), (), ), (K), A,
(n), and (r) are amended and para-

graphs (v) and (w) are added to read
as follows:

§ 3.500 General.

The effective date of a rating which
results in the reduction or discontinu-
ance of an award will be in accordance
with the facts found except as provided
In §3.105. The effective date of reduc-
tion or discontinuance of an award of
pens;on, compensation, or dependency
and indemnity compensation for a payee
or dependent will be the earliest of the
dates stated in these paragraphs unless
otherwise provided. Where an award is
r_c«duced, the reduced rate will be effec-
tive the day following the date of dis-
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continuance of the greater benefit. (38
U.S.C. 3012(b); Public Law 87-825.)

L - - - L4

(b) Error; payee’s or administrative
(38 U.S.C. 3012(b) (9), (10) ; Public Law
87-825). (1) Effective date of award or
day preceding act, whichever is later, but
not prior to the date entitlement ceased,
on an erroneous award based on an act
of commission or omission by a payee
or with his knowledge.

(2) Except as provided in paragraph
(r) of this section, and § 3.501 (e) and
(g), date of last payment on an erro-
neous award based solely on administra-
tive error or error in judgment.

» L L i L

(d) Apportionment (§§ 3.450 series;
3.556). (1) Except as otherwise pro-
vided, date of last payment when reason
for apportionment no longer exists.

(2) Where pension was apportioned
under § 3.551(c), day preceding date of
veteran’s release from hospital, unless
overpayment would result; date of last
payment if necessary to avoid overpay-
ment,

(e) Bureau of Employees’ Compensa-
tion (§ 3.708). End of month following
the month in which therg is received
from Bureau of Employees’ Compensa-
tion notice that payee has elected bene-
fits from that agency. If children on
rolls and widow has primary title, award
to children discontinued same date as
widow’s award.

* - - * *

(g) Death (38 U.S.C. 3012 (@), (D);
Public Law 87-825)—(1) Payee. Last
day of month before death.

(2) Dependent of payee (includes ap-
portionee). Last day of month in which
death occurred.

(3) Veleran receiving retirement pay.
Date of death.

(h) Dependency of parent (38 U.S.C.
3012(b) (4) ; Public Law 87-825; §§34
(@), (b)(2), 3.250, 3.551(b), and 3.660).
Last day of month in which dependency
ceased.

(1) Election of Veterans Administra-
tion benefits (§ 3.700 series). Day pre-
ceding beginning date of award under
other law.

» - . * *

(k) Fraud (38 U.S.C. 3503(a), (d);
§§ 3.669 and 3.901). Beginning date of
award or day preceding date of fraudu-
lent act, whichever is later.

(1) Guardian, marriage or divorce of
(§ 3.856). Date of last payment (pend-
ing receipt of information as to change
of name).

- » > - *

(n) Marriage (or remarriage) (38
U.S.C. 101(3), Public Law 87-674; 38
U.S.C. 3012(b), Public Law 87-825)—(1)
Payee. Last day of month before mar-
riage.

(2) Dependent of payee (includes ap-
portionee). Last day of month in which
marriage occurred.

(3) Inferred marriage of child. Last
day of month as provided in subpara-
graph (1) or (2) of this paragraph.

(4) Conduct of widow. Last day of
month before inception of relationship.

- . * - *
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(r) Service connection (38 U.S.C.
3012(b) (6) ; Public Law 87-825; § 3.105).
Last day of month following 60 days after
notice to payee. Applies to change from
wartime to peacetime, reduced evalua-
tion, and severance of service connection.

» - . " -

(v) Change in law or Velerans Ad-
ministration issue, or interpretation,
See § 3.114.

(w) Failure to furnish evidence. Ex-
cept as otherwise provided, date of last
payment where evidence requested to es-
tablish continued entitlement is not
furnished.

20. Immediately following § 3.500, a
new cross reference is added to read as
follows:

Cross REFeERENCE: Fallure to return ques-
tlonnaire. See § 3.661(D).

21. In § 3.501, paragraphs (a), (b),
(e), (d), (e), (&), (1), (k), and (1) are
amended and paragraph (m) is added to
read as follows:

§ 3.501 Veterans,

- - - L *

(a) Active service pay (38 U.S.C. 3012
(D) (3) ; Public Law 87-825; § 3.700(a)).
Day preceding entrance on active duty.
See § 3.654.

(b) Aid and attendance—(1) § 3.552
(b) (1). Day preceding date of admis-
sion for hospitalization, institutional or
domiciliary care at Veterans Adminis-
tration expense.

(2) §3.552(b) (2). Last day of calen~-
dar month following month in which
veteran hospitalized at United States
Government expense.

(c) Disappearance of wveteran.
§ 3.656. b

(d) Divorce: (38 U.S.C. 3012(b)(2);
Public Law 87-825). Last day of month
in which divorce occurred.

(e) Employability regained (38 U.S.C.
3012(b) (5), (6); Public Law 87-825;
§ 3.105)—(1) Pension. Last day of
month in which discontinuance is
approved.

(2) Compensation. Last day of
month following 60 days after notice to
payee.

* * * * *

(g) Evaluation reduced (38 U.S.C.
3012(b) (5), (6); Public Law 87-825;
§ 3.105)—(1) Pension. Last day of
month in which reduction or discontinu-
ance is approved.

(2) Compensation. Last day of
month following 60 days after notice to
payee.

* * * o~ *

(i) Hospitalization — (1) § 3.551(b).
First day of seventh calendar month fol-
lowing admission if veteran without de-
pendents, or date of last payment if
notice is not timely received.

(2) §3.551(¢). First day of third cal-
endar month following admission if vet-
eran without wife or child or, though
married, is receiving pension at rate pro-
vided by 38 U.S.C. 521(b):

(3) §3.557. Incompetent hospital-
ized veteran, without dependents, whose
estate equals or exceeds $1,500: Date of

See
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admission or end of the month in which
any Veterans Administration office re-
ceives information that estate equals or
exceeds $1,500, whichever is later. If the
veteran was hospitalized for observation
and examination, the date treatment
began will be considered the date of
admission.

- - - - .

k) Lump-sum readjustment pay.
See § 3.700(a) (2).

(1) Retirement pay (38 U.S.C. 3012
(D) (3); Public Law 87-825; § 3.750).
Day before effective date of retirement
pay.

(m) Temporary increase (38 U.S.C.
3012(b) (8); Public Law 87-825; Para-
graph 29, “General Policy in Rating,”
1945 Schedule for Rating Disabilities).
Last day of month in which hospitaliza-
tion or treatment terminated, whichever
is earlier, where temporary increase in
compensation was authorized because of
hospitalization for treatment.

22. In § 3.502, paragraphs (a) and (b)
are amended and paragraph (d) is
added to read as follows:

§ 3.502 Widows.

(a) Additional allowance of depend-
ency and indemnity compensation for
children (§3.5(a)(3)). (1) Day pre-
ceding child’s 18th birthday or last day
of month in which child's marriage oc-
curred (see §3.500(n)(2) and (3)),
whichever is earlier.

(2) Last day of month in which in-
crease was effective, when allowance is
reduced or discontinued because of in-
crease in Old-Age and Survivor's In-
surance,

(b) Basic pay; dependency and in-
demnity compensation (38 U.S.C. 411(a),
3012(b) (10) ; Public Law 87-825). Date
of last payment when rate is reduced be-
cause of new certification of basic pay.

- . - L -
(d) Marriage. See § 3.500(n).

23. In §3.503, paragraphs (a), (b),
(¢), (d), and (h) are amended to read

as follows:
§ 3.503 Children.
Ll . » L -

(a) Age 18 (or 21) (38 U.S.C. 3012(a) ;
Public Law 87-825; § 3.57). Day before
18th (or 21st) birthday. ;

(b) Enters service (§§ 3.450(b), 3.458
(e)). Date of last payment of appor-
tioned disability benefits for child not in
custody of estranged wife. Full rate
payable to veteran. No change where
payments are being made for the child
to the veteran, his estranged wife, his
widow, or to the fiduciary of a child not
in the widow's custody.

(¢) Permanently incapable of self-
support (38 U.S.C. 3012(a), (b) (6) ; Pub-
lic Law 87-825; §§ 3.57, 3.950) —(1) Pen-
sion. Date of last payment.

(2) Compensation or dependency and
indemnity compensation. Last day of
month following 60 days after notice to
payee.

(d) Marriage. See § 3.500(n).

(h) War orphans’ educational assist-
ance (§§ 3.707, 3.807). Day preceding
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beginning date of educational assistance
allowance. 1
C e * » - *

24. In §3.651, paragraph (b) is
amended to read as follows:

§ 3.651 Change in status of dependents.

= - - - *

(b) The commencement or adjusi-
ment will be effective the day following
the reduction or discontinuance of the
award fo the other payee if the neces-
sary evidence is received in the Veterans
Administration within 1 year from the
date of request therefor; otherwise from
the date of receipt of a new claim.

* * * * L
25. In 4§3.652, paragraph (b) is
amended to read as follows:

§ 3.652 Determinations of domestic
status and dependency.

- * * B +

(b) If the required evidence is re-
ceived within 1 year from the date of
request payments may be adjusted or
resumed, if otherwise in order from the
date of reduction or discontinuance. If
the evidence is not received within 1 year
from the date of request therefor, the
adjustment or resumption will not be
authorized prior to the date of receipt
of a new claim.

26. In §3.653, paragraphs (b) and
(¢) (3) are amended to read as follows:

§3.653 Foreign residence.

* * * B *

(b) Retroactive payments. Except as
provided in paragraph (c) of this sec-
tion, any amount not paid to an -alien
under this section, together with any
amounts placed to his credit in the spe-
cial deposit account in the Treasury or
covered into the Treasury as miscel-
laneous receipts under 31 U.S.C. 123-128
will be paid to him on the filing of a new
claim. Such claim should be supported
with evidence that he has not been guilty
of mutiny, treason, sabotage or render-
ing assistance to an enemy, as provided
in §3.802(a). (38 U.S.C. 3109)

(e) “Irom Curtain Countries.”

A L - - *

(3) Counilries removed from “Iron
Curtain” list. When a country has been
removed from the list of “Iron Curtain
Countries,” and the payee is otherwise
entitled, the award will include payments
which were not made because the Vet-
erans Administration was prevented
from obtaining evidence of the continued
existence of the payee, if a claim is filed
within 1 year from the date the country
is removed from the “Iron Curtain’ list.

27. Section 3.654 is revised fo read as
follows:

§ 3.654 Active service pay.

(a) General. Pension, compensation,
or retirement pay will be discontinued
under the circumstances stated in
§ 3.700¢a) (1) for any period for which
the veteran received active service pay.
For the purposes of this section, active
service pay means pay received for active
duty, active duty for training or inactive
duty training.

(b) Active duty. (1) Where the vet.
eran returns to active duty status, the
award will be discontinued effective the
day preceding reentrance into actiye
duly status. If the exact date is not
known, payments will be discontinueg
effective date of last payment and as of
the correct date when the date of re.
entrance has been ascertained from the
service department.

(2) Payments, if otherwise in order,
will be resumed effective the day folloy-
ing release from-active duty if claim for
recommencement of payments is re.
ceived within 1 year from the date of
such release; otherwise payments wil
be resumed effective 1 year prior to the
date of receipt of a new claim. Prior de-
terminations of service connection wil
not be disturbed except as provided in
§ 3.105. Compensation will be authorizeq
based on the degree of disability foung
to exist at the time theaward is resumed,
Disability will be evaluated on the bhasis
of all facts, including records from the
service department relating to the most
recént period of active service. If g
disability is incurred or aggravated in
the second period of service, compensa-
tion for that disability cannot be paid
unless a claim therefor is filed.

(c) Training duty. Prospective ad-
justment of awards may be made where
the veteran waives his Veterans Ad-
ministration benefit covering anticipated
receipt of active service pay because of
expected periods of active duty for
training or inactive duty training.
Where readjustment is in order because
service pay was not received for expected
training duty, retroactive payments may
be authorized if a claim for readjustment
is received within 1 year after the end
of the fiscal year for which payments
were waived.

28. Section 3.655 is revised to read as
Tollows:

§ 3.655 Failure 10 report for Veterans
Administration examination.

(a) Discontinuance. When a veteran
without adequate reason fails to report
for Veterans Administration examina-
tion, including periods of hospital obser-
vation 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 this section, effective date
of last payment.

(b) Adjustment for static disabilities.
If the veteran has one or more compen-
sable static disabilities verified by a Vet-
erans Administration examination and
one or more compensable disabilities
nonstatic in nature and without gdc-
quate reason fails to report for examina-
tion, including periods of hospital
observation, the awards to the veteran
and any dependents will be amended to
pay an amount based on the degree of
disability of such static disabilities effec-
tive the day following the date of last
payment.

(¢) Resumption, mo change in evql-
uation. When payments have been dis-
continued because of failure to report
for examination, payments will be re-
sumed effective the day following the
date of last payment if the evidence
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clearly establishes that during the
period of his failure to report the dis-
ability existed in the former compensable
degree and the claim was not abandoned
and the rating agency confirms and con-
tinues the prior evaluation.

(d) Resumption; reduced evaluation.
If the examination shows a changed
condition and the disability is no longer
compensable in degree, the award will
not be reopened for the period of dis-
continuance. Except as to abandoned
claims, if a lesser compensable degree of
disability is shown the award will be re-
sumed at the lower rate.

(e) Resumption; increased evalua-
tion. Except as to abandoned claims, if
the examination shows increased dis-
ability, increased benefits will be au-
thorized from the date of examination
or the date of receipt of a claim for
such increase, whichever is earlier, with
the former rate in effect from the day
following date of last payment through
the day preceding the date of the in-
crease in rate.

(f) Abandoned claims. If the claim
was abandoned, and the veteran subse-
quently states that he is willing to report
for examination, benefits may be paid
from the date of receipt of the new claim
if he reports for such examination with-
in 1 year from date of notice to report.

29, Immediately following § 3.655, two
new cross references are added so that
the cross references read as follows:

Cross REFERENCES: Abandoned claims.
See § 8.158.

Claimants réquired to report when re-
quested. See § 8.329.

Resumption of rating when veteran sub-
sequently reports for physical examination.
See § 8.330.

Examination;
§3.501(h).

30. In § 3.656, paragraphs (a) and (b)
are amended to read as follows:

§3.656 Disappearance of veteran.

(a) When any veteran has disap-
peared for 90 days or more and his
whereabouts remain unknown to the
members of his family and the Veterans
Administration, disability compensation
which he was receiving or entitled to re-
ceive may be paid to or for his wife,
children and parents, effective the day
following the date of last payment to the
veteran if a claim is received within 1
year after that date; otherwise from the
date of receipt of a claim. The total
amount payable will be the lesser of
these amounts:

(1) Dependency and indemnity com-
pensation.

(2) Amount of compensation payable
t;c; the veteran at the time of disappear-

nce.

(b) Where a veteran’s whereabouts
becqme known to the Veterans Adminis-
tration after an award to dependents has
been made as provided in this section,
the award to the dependents will be dis-
continued effective date of last payment,
an§ appropriate action will be taken to
adjust the veteran’s award in accord-
g?scf with the facts found. (38 U.S.C.

» . . * .

failure to report. See
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31. In § 3.660, paragraphs (a) (1) and
(3) and () ()G and (2) G B,
(1i) and (iii) are amended and para-
graph (a) (4) is added to read as follows:

§ 3.660 Material change in income, net
worth or change in status.

(a) Requiring reduction or discontin-
uance—(1) Dependency and indemnity
compensation. If, after approval of an
award of dependency and indemnity
compensation or the submission of an
annual income questionnaire, the payee
begins to receive additional income at a
rate which if continued will cause his
income to exceed the income limitation
applicable to the rate of dependency and
indemnity compensation being paid or by
reason of a change in marital status he
would not be eligible to receive the rate
of dependency and indemnity compensa-
tion which was awarded, he must notify
the Veterans Administration of such
fact. The award to each payee will be
adjusted as of the last day of the month
(1962 and thereafter) in which such ad-
ditional income was received or the
change in marital status occurred.
Where parents are living together, an
overpayment will be established for each
parent who was in receipt of depend-
ency and indemnity compensation. Any
overpayment created under this sub-
paragraph will be subject to recovery if
not waived. (38 U.S.C. 415(f))

* * * * *

(3) Pension. If, after approval of an
award or the submission of an annual
income (and net worth where appli-
cable) questionnaire, the payee begins
to receive additional income at a rate
which if continued will cause his income
to exceed the income limitation appli-
cable to the rate of penson being paid,
or if by reason of a change in marital
or dependency status or increase in net
worth he is not eligible to receive the
rate of pension which was awarded he
must notify the Veterans Administration
of such fact. The award to the payee
will be adjusted as of the last day of
the month (1962 and thereafter) in
which such additional income was re-
ceived, net worth increased or the change
in marital or dependency status oc-
curred. Any overpayment created un-
der this subparagraph will be subject to
recovery if not waived.

(4) Anticipated increase. When in-
formation has been furnished by the
payee on a questionnaire or otherwise
that he anticipates receiving income
which will require reduction or discon-
tinuance of dependency and indemnity
compensation, compensation or pension,
the award will be reduced or discontinued
the date of last payment. (38 U.S.C.
3012(b) (4) ; Public Law 87-825)

- (b) Requiring award or increase—(1)
Dependency and indemnily compensa-
tion.

* * - * *

(ii) Change in marital status. Except
as provided in § 3.651, where a change in
marital status occurs which would per-
mit payment at a higher rate, the in-
creased rate will be effective the date of
receipt of notice constituting an in-
formal claim reporting the change in
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status. Income will be computed in ac-
cordance with § 3.251(g).

(2) Pension—(i) Income * * *

(b) Actual income. Where a claim
was disallowed, award deferred or made
at a lower rate based on anticipated in-
come, an award or increased award may
be made from the first of that calendar
year if evidence is received within the
same or the next calendar year showing
the income was less than the statutory
limitation or was within a lower income
increment. (38 U.S.C. 3010(h); Public
Law 87-825)

(ii) Change in marital status or status
of dependents. Except as provided in
§ 3.651, wher'e a change in marital status
or status of dependents occurs which
would permit payment at a higher rate,
the increased rate will be effective from
the date of receipt of notice constituting
an informal claim reporting the change
in status. In such cases income will be
computed in accordance with § 3.252(e).

(iii) Reduction in net worth or change
in circumstances. Where a claim has
been finally disallowed because of the
net worth provisions of 38 U.S.C. 522 or
543, or because of the corpus of estate
provisions of § 3.250(e) and evidence is
received of a reduction in net worth or
a change in circumstances such as
health, acquisition of a dependent, in-
crease in rate of depletion of “corpus
of estate”, benefits will not be paid for
any period prior to date of receipt of
the new claim.

32. In § 3.661(b), subparagraph (2) is
amended to read as follows:

§ 3.661 Income and net worth question-
naires.

- A * K -

(b) Failure to return question-
naire. * * *

(2) Resumption of benefits. Payment
may be made, if otherwise in order, from
the date of last payment if evidence of
entitlement is received within 1 year
from the date the claimant is notified
of the termination of payments; other-
wise benefits may not be paid for any
period prior to date of receipt of the
new claim.

33. Immediately following § 3.661, the
cross reference “Material change in in-
come, net worth or change in status.
See § 3.660” is deleted.

34. In §3.662, paragraph
amended to read as follows:

§ 3.662 Children, no widow entitled.

(a) When an award of death pension
to a widow with a child or children has
been discontinued for the reason that her
annual income is in excess of the stat-
utory limitation, payments to the child
or children whose annual income, de-
termined separately, does not exceed the
statutory limitation will commence effec-
tive the day following the date of last
payment to the widow. In those cases
in which an award of death pension to
a widow is discontinued retroactively in
accordance with the provisions of § 3.660
and an additional amount in behalf of a
child or children was included in the
award, an adjustment will be made in
the award to the widow. The monthly

(a) is
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rate payable to the widow for the period
from the effective date of discontinuance
to the date of last payment will be the
amount to which such child or children
would have been entitled during that
period,

35. In § 3.667, paragraphs (b) and (¢)
are amended and a citation added follow-
ing paragraph (e) to read as follows:

§ 3.667 School attendance.

L - + - -

(b) Vacation periods. A child is con-
sidered to be in school during a vacation
or other holiday period if he was attend-
ing school at the end of the preceding
school term and resumes attendance,
either in the same or a different approved
school, at the beginning of the next
term. If an award has been made cover-
ing a vacation period, and the child fails
to resume attendance, or the required
evidence of attendance is not received
within 10 days (30 days if residing out-
side the continental limits of the United
States) after the date the child expected
to commence or resume school attend-
ance, benefits will be terminated the
date of last payment or the last day of
the month preceding the date of failure
to pursue the course, whichever is the
earlier. Benefits may be paid from the
day following the date of discontinuance
only if notice is received within 1 year
from that date showing that the child
resumed attendance at the commence-
ment of the term.

(¢) Ending dates. Benefits may be
authorized prospectively through the last
day of the month in which it is expected
a course will be completed.

* * L LJ -

(88 U.S.C. 3012(b) (7); Public Law 87-825)

36. Section 3.708 is revised to read as
follows:

§3.708 Bureau of Employees’ Com-
pensation.

(a) Military service. (1) Where a per-
son is entitled to compensation from the
Bureau of Employees’ Compensation
based upon disability or death due to
service in the Armed Forces and is also
entitled based upon service in the Armed
Forces to pension, compensation, or de-
pendency and indemnity compensation
under the laws administered by the Vet-
erans Administration, he will elect which
benefit he will receive. Pension com-
pensation, or dependency and indemnity
compensation may not be paid in such
instances by the Veterans Administra-
tion concurrently with compensation
from the Bureau of Employees’ Compen-
sation. Benefits are not payable by the
Bureau of Employees’ Compensation for
disability or death incurred on or after
January 1, 1957, based on military serv-
ice.

(2) Effective September 13, 1960, an
election to receive benefits from either
agency is final. There is no right of re-
election (Public Law 86-767). Where
primary title is vested in the widow, her
election controls the rights of any of the
veteran’s children, regardless of whether
they are in the widow’s custody and re-
gardless of the fact that such children
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may not be eligible to receive benefits
under laws administered by the Bureau
of Employees’ Compensation. A child
who is eligible for dependency and in-
demnity compensation or other benefits
independent of the widow's entitlement
may receive such benefits concurrently
with payment of Bureau of Employees’
Compensation benefits to the widow.

(3) The provisions of this paragraph
are applicable also in those cases in
which disability or death occurs as a
result of having submitted to an exam-
ination, medical or surgical treatment,
hospitalization or training.

(4) Payments on an award of disa-
bility or death benefits will be discon-
tinued when there is received from the
Bureau of Employees’ Compensation no-
tice that the payee has elected to receive
benefits from that agency based upon
military service.

(b) Civilian- employment. Where a
person is entitled to compensation from
the Bureau of Employees’ Compensation
based upon civilian employment and is
also entitled to pension, compensation
or dependency and indemnity compen-
sation under laws administered by the
Veterans Administration for the same
disability or death, he will elect which
benefit he will receive. On or after Sep-

tember 13, 1960, an award cannot be.

approved for payment of pension, com-
pensation or dependency and indemnity
compensation concurrently with com-
pensation from the Bureau of Employ-
ees’ Compensation in such instances and
an election to receive benefits from
either agency is final. There is no right
of reelection (Public Law 86-767). A
child who is eligible for dependency and
indemnity compensation or other bene-
fits independent of the widow’s entitle-
ment may receive such benefits concur-
rently with payment of Bureau of Em-~
ployee's Compensation benefits to the
widow.

37. In §3.800(a), the introductory
portion preceding subparagraph (1) and
subparagraph (2) are amended to read
as follows:

§ 3.800 Disability or death due to hos-
pitalization, etc.

(a) Where disease, injury, death or
the aggravation of an existing disease or
injury occurs as a result of having sub-
mitted to an examination, medical or
surgical treatment, hospitalization or the
pursuit of a course of vocational rehabil-
itation under any law administered by
the Veterans Administration and not the
result of his own willful misconduct, dis-
ability or death compensation, or de-
pendency and indemnity compensation
will be awarded for such disease, injury,
aggravation, or death as if such condi-
tion were service connected. The com-
mencing date of benefits is subject to the
provisions of § 3.400(i). (38 U.S.C. 351;
sec. 3, Public Law 87-825)

* - » L] *

(2) Where any person is awarded a
judgment on or after December 1, 1962,
against the United States in a eivil ac-
tion brought pursuant to 28 U.S.C. 1346
(b), or enters into a settlement or com-
promise on or after December 1, 1962,
under 28 U.S.C. 2672 or 2677, by reason

of a disability, aggravation or deaty
within the purview of this section, ng
compensation or dependency and in.
demnity compensation shall be paid to
such person for any month beginning
after the date such judgment, settle.
ment, or compromise on account of such
disability, aggravation, or death becomes
final until the total amount of benefitg
which would be paid except for this pro-
vision equals the total amount includeq
in such judgment, settlement, or com-

promise. (38 U.8.C. 351; sec. 3, Public
Law 87-825)
o * * . «

38. Section 3.951 is revised to read gas
follows:

§ 3.951 Total disability.

A rating of total disability or perma-
nent total disability made for pension or
compensation purposes under laws ad-
ministered by the Veterans Administra-
tion and continuously in force for 20 or
more years will not be reduced thereafter
except upon a showing that such rating
was based on fraud. The 20-year period
will be computed from the effective date
of the Veterans Administration finding of
total or permanent total disability. (38
U.8.C. 110; sec. 6, Public Law 87-825)

39. Section 3.957 is revised to read as
follows:

§ 3.957 Service connection.

Service connection for any disability or
death granted or continued under title
38, United States Code, which has been
in effect for 10 or more years will not be
severed except upon a showing that the
original grant was based on fraud or it is
clearly shown from military records that
the person concerned did not have the
requisite service or character of dis-
charge. The 10-year period will be com-
puted from the effective date of the Vet~
erans Administration finding of service
connection. Service connection which
has been in effect less than 10 years may
not be severed under § 3.105 unless, after
compliance with the requirements of
§ 3.105(d), the 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:

§ 3.958 Bureau of Employees’ Com-
pensation cases.

Any award approved prior to Septem-
ber 13, 1960, authorizing Veterans Ad-
ministration benefits concurrently with
an award of Bureau of Employees’ Com~
pensation benefits based on a finding
that the same disability or death was due
to civilian employment is not affected by
the prohibition against future awards
contained in section 7(a), Federal Em-
ployees’ Compensation Act as amended
by Public Law 86-767.

41, In § 3.1000, paragraphs (a) intro-
duction, (1) (iii) and.(4), (b (2) and
(3), (¢) and (d) (1) and (2) are amend-
ed to read as follows:

§3.1000 Under 38 U.S.C. 3021.

(a) Basic entitlement. Except as pro-
vided in §§ 3.1001 and 3.1008, where death
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occurred on or after December 1, 1962,
periodic monetary benefits (other than
insurance and servicemen’s indemnity)
authorized under laws administered by
the Veterans Administration, to which a
payee was entitled at his death under
existing ratings or decisions, or those
pased on evidence in the file at date of
death, and due and unpaid for a period
not to exceed 1 year prior to the last 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:

L * * . -

(iii) His dependent parents (in equal
shares) or the surviving parent.

(4) In all other cases, only so much of
the accrued benefit may be paid as may
be necessary to reimburse the person who
bore the expense of last sickness or burial,
(See § 3.1002.)

(b) Apportionments. * * *

(2) Where at the date of death of
the veteran an apportioned share is be-
ing paid to or has been withheld on be-
half of another person, the apportioned
amount remaining unpaid for periods
prior to the last day of the month before
the veteran's death is payable to the
apportionee.

(3) Where the acerued death pension,
compensation or dependency and indem-
nity compensation was payable for a
child as an apportioned share of the
widow’s benefit, payment will be made
under the provisions of paragraph (a) (4)
of this section, on the expenses of such
deceased child’s last sickness or burial.

(¢) Claims and evidence. Application
for accrued benefits must be filed within
1 year after the date of death. A claim
for death pension, compensation, or de-
pendency and indemnity compensation,
by an apportionee, widow, child or parent
is deemed to include claim for any ac-
crued benefits. (See § 3.152(b).)

(1) If a claimant’s application is in-
complete, the claimant will be notified of
the evidence necessary to complete the
application. If 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 timely 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 claimant for
reimbursement; neither will such fail-
ure or waiver by a person or persons in
a joint class serve to increase the amount
payable to another or others in the class.
(38 U.S.C. 3021(c); 3012(b), Public Law
87-825)

(d) Definitions. (1) “Spouse” means
the widow or widower of the veteran,
whose marriage meets the requirements
of §3.1(j) or §3.52, Where the mar-
Tiage 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 became
bermanently incapable of self-support
prior to attaining 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 within
the meaning of § 3.57 at the time of the
payee's death. However, upon the death
of a child in receipt of death pension,
compensation, or dependency and in-
demnity compensation, any acerued will
be payable to the surviving child or chil-
dren of the veteran entitled to death
pension, compensation, or dependency
and indemnity compensation. Upon the
death of a child, another child who has
elected war orphans’ educational assist-
ance under 38 U.S.C. ch. 35 may receive
accrued death pension, compensation, or
dependency and indemnity compensa-
tion, payable on behalf of the deceased
child for periods prior to the commence-
ment of benefits under that chapter.

* * * * -

42. In §3.1001(a), subparagraph (4)
is amended to read as follows:

§ 3.1001 Hospitalized competent
erans.

(a) Basic entitlement.

(4) In all other cases, only so much of
the lump sum may be paid as may be
necessary to reimburse a person who
bore the expenses of last sickness or
burial. (See § 3.1002.)

* * * - *

43. In § 3.1003, the introductory por-
tion preceding paragraph (a) is amend-
ed to read as follows:

§ 3.1003 Returned and canceled checks.

For the purposes of §§3.1000 and
3.1008, where the payee of a check for
benefits has died on or after the last day
of the period covered by the check, and
the check is returned and canceled, the
amount represented by the check which
is payable as limited by § 3.500(g), or any
amount recovered after improper nego-
tiation of such a check will be payable to
the living person or persons in the order
of precedence listed. This does not
apply to checks for lump sums repre-
senting amounts withheld under § 3.551
(b) or §3.557 which will be subject to
the provisions of § 3.1001 or 3.1007, as
applicable. (38 U.S.C. 3022)

. - * - .

(72 Stat. 1114; 38 U.S.C. 210)

These regulations are effective Decem-
ber 1, 1962,

[SEAL]

vel.

* % 0

W. J. DRIVER,
Deputy Administrator.

[F.R. Doc. 62-11888; Filed Nov, 30, 1962;
8:49 am.]

PART 6—UNITED STATES GOVERN-
MENT LIFE INSURANCE

PART 8—NATIONAL SERVICE LIFE
INSURANCE

Miscellaneous Amendments

1. In Part 6, § 6.207 is added to read
as follows:

§ 6.207 Total or total permanent dis-
ability for twenty years or more.

Where the Disability Insurance Claims
activity has made a finding of total or
total permanent disability for insurance
purposes and it is found that such dis-
ability remained continuously in effect
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for 20 or more years, the finding will not
be discontinued thereafter, except upon
a showing that such a determination was
based on fraud. The 20-year period will
be computed from the date the con-
tinuous total or total permanent disabil-
ity commenced, as determined by the
Disability Insurance Claims activity.

2. In Part 8, a new center title and
§ 8.118 are added to read as follows:

ToTAL DISABILITY FOR TWENTY YEARS OR
MORE

§8.118 Total disability for twenty years
or more.

Where the Disability Insurance Claims
activity has made a finding of total dis-
ability for insurance purposes and it is
found that such disability remained con~
tinuously in effect for 20 or more years,
the finding will not be discontinued
thereafter, except upon a showing that
such a determination was based on fraud.
The 20-year period will be computed
from the date the continuous total dis-
ability commenced, as determined by
the Disability Insurance Claims activity.

(72 Stat. 1114; 38 U.S.C. 210)

These regulations are effective Decem~
ber 1, 1962.

[SEAL] W. J. DRIVER,
Deputy Administrator.
[F.R. Doc. 62-11889; Filed, Nov. 30, 1962;
8:49 am.]

Title 32—NATIONAL DEFENSE

Chapter |—Office of the Secretary of
Defense

SUBCHAPTER G—CIVIL DEFENSE

PART 231—CIVIL DEFENSE IDENTIFI-
CATION FOR FEDERAL EMPLOYEES,
RESERVISTS AND NON-FEDERAL
SUPPORT PERSONNEL

Correction

In F.R. Doc. 62-10891, appearing at
page 10541 of the issue for Tuesday, Oc~
tober 30, 1962, § 231.3 and its footnote
should read as follows:

§ 231.3 Description of card.

(a) A red-bordered, laminated, num-
bered identification card, overall size 2%
inches x 3%; inches has been prescribed
for this purpose. Printed on the face in
the top red-border in black type are the
words “Federal Emergency Assignee”,
The left part of the card contains a
photograph of the bearer (black and
white or color photograph is acceptable)
and, immediately under the photograph,
the bearer's name and signature appears.
The right portion of the card contains
the following: :

The person described on this card has been
assigned essential emergency duties for the
Federal Government. It is imperative that
the bearer be assisted in travel by the fastest
possible means to this emergency assignment.

1Sample of Identification Card filed with
the original document.




