
 

INTRO to MODIFIED Volume 1 of 13 of Part 1 Subtitle A––Income Taxes 
There are thirteen volumes in the Part 1 Subtitle A––Income Taxes.  This is an excerpt of Volume 

one of thirteen that I have modified to show that the IRS has only included part of the very important 
federal regulation 19 FR 5167 of August 17th, 1954, being promulgated one day after the passing of the 
1954 Code.   

In this Volume 1 of 13 volumes of the Part 1 Subtitle A––Income Taxes the IRS left out the last 
part of paragraph 4 of the 19 FR 5167 to hide the fact the IRS were NOT going to be incompliance with 
the Administrative Procedure Act of 1946 (60 Stat. 237-244, 4(a) and 4(c) [5 U.S.C. 553(b)(c)(d)––
informal rulemaking] today codified in 5 U.S.C. Chapters 5-9) to have “substantive regulations1” (5 
U.S.C. § 553(b)(c)(d) that have the “force and effect of law.2”   In the republished Regulations for Part 
1 Subtitle A––Income Taxes in 25 FR 11402-12162 of Nov. 26th, 1960, the compliance with the APA 
of 25 FR 11402-12162 is published almost one month later in 25 FR 14021 on Dec. 21st, 1960 
“Regulations under the 1939 Code, as made applicable to the corresponding provision of the 1954 
Code by Treasury Decision 6091, 19 F.R. 5167, Aug. 17, 1954.” If the only authority is 26 U.S.C. § 
7805, then the regulations are merely “interpretative regulations” and have no “force and effect of law.”  
These are the Part 301, i.e. 26 CFR § 301.xxxx regulation (housekeeping only.) 

Extremely important is the Federal Register Act of 1935 (49 Stat. 500-503 today codified in 44 
U.S.C. Sections 1501-1511) that mandated that the Federal Register Committee prescribe regulations3 to 
implement the Federal Register Act. 

The Federal Register Committee did prescribe the regulations and they are found in the 1 CFRs 
1.1 – 22.7.  Extreme important are the regulations of 1 CFR § 21.40 (must publish “a complete citation of 
the authority . . . General or specific authority delegated by statute”; and, 1 CFR §21.41 “Each issuing 
agency is responsible for the accuracy and integrity of the documents it issues”; and, 1 CFR § 21.43 
“[T]he agency shall place the complete authority citation directly after the table of contents and before the 
regulatory text.”  In this excerpt I have shown where the after the table of contents starts for 1 CFR § 
21.43 (after the “Authority 28 U.S.C. § 7805) and then you will see the inclusion of a specific 
regulations plus a specific statutory authority/authorities.   When Congress mandates regulations 
be promulgated in a specific statute, then the ONLY place that you can verify conclusively if that 
regulation has been promulgated has been accomplished is tying the Federal Register Act to the §§§ 
21.40, 21.41 and 21.43; and, checking behind the Table of Contents.. 

 
Attachments: 

1.  Introduction. 
2.  Excerpt from Volume 1 of 13 of the CFR Part 1 Subtitle A––Income Taxes. 
3.  19 FR 5167 of August 17th, 1954 complete – partial only in the Excerpt of Volume 1, supra. 
4.  25 FR 14021, Dec. 21st, 1960 referencing back to the 19 FR 5167. 
5.  1 CFR §§§ 21.40, 21.41 and 21.43. 
6.  One Line on the Lack of Substantive Regulations. 

                                                

1 Chrysler v. Brown, 441 U.S. 281 (1979). 
2 Production Tool Corp. v. Employment and Training Administration, U.S. Dept. of Labor, 688 F.2d 1161, 1165 (7th 
Cir. 1982) citing the holdings in Chrysler v. Brown, “Legislative rules are said to have the “force and effect of law”-
i.e., they are as binding on the courts as any statute enacted by Congress.  Chrysler, 441 U.S. at 295, 99 S.Ct. at 
1714.” 
3 49 Stat. 501 Sec. 6 -  “The committee shall prescribe, with the approval of the President, regulations for carrying 
out the provisions of this Act.” 
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Explanation

The Code of Federal Regulations is a codification of the general and permanent
rules published in the Federal Register by the Executive departments and agen-
cies of the Federal Government. The Code is divided into 50 titles which represent
broad areas subject to Federal regulation. Each title is divided into chapters
which usually bear the name of the issuing agency. Each chapter is further sub-
divided into parts covering specific regulatory areas.

Each volume of the Code is revised at least once each calendar year and issued
on a quarterly basis approximately as follows:

Title 1 through Title 16 .............................................................. as of January 1
Title 17 through Title 27 ................................................................. as of April 1
Title 28 through Title 41 .................................................................. as of July 1
Title 42 through Title 50 ............................................................. as of October 1

The appropriate revision date is printed on the cover of each volume.

LEGAL STATUS

The contents of the Federal Register are required to be judicially noticed (44
U.S.C. 1507). The Code of Federal Regulations is prima facie evidence of the text
of the original documents (44 U.S.C. 1510).

HOW TO USE THE CODE OF FEDERAL REGULATIONS

The Code of Federal Regulations is kept up to date by the individual issues
of the Federal Register. These two publications must be used together to deter-
mine the latest version of any given rule.

To determine whether a Code volume has been amended since its revision date
(in this case, April 1, 2013), consult the "List of CFR Sections Affected (LSA),"
which is issued monthly, and the "Cumulative List of Parts Affected," which
appears in the Reader Aids section of the daily Federal Register. These two lists
will identify the Federal Register page number of the latest amendment of any
given rule.

EFFECTIVE AND EXPIRATION DATES

Each volume of the Code contains amendments published in the Federal Reg-
ister since the last revision of that volume of the Code. Source citations for
the regulations are referred to by volume number and page number of the Federal
Register and date of publication. Publication dates and effective dates are usu-
ally not the same and care must be exercised by the user in determining the
actual effective date. In instances where the effective date is beyond the cut-
off date for the Code a note has been inserted to reflect the future effective
date. In those instances where a regulation published in the Federal Register
states a date certain for expiration, an appropriate note will be inserted following
the text.

OMB CONTROL NUMBERS

The Paperwork Reduction Act of 1980 (Pub. L. 96 511) requires Federal agencies
to display an OMB control number with their information collection request.



Many agencies have begun publishing numerous OMB control numbers as amend-
ments to existing regulations in the CFR. These OMB numbers are placed as
close as possible to the applicable recordkeeping or reporting requirements.

PAST PROVISIONS OF THE CODE

Provisions of the Code that are no longer in force and effect as of the revision
date stated on the cover of each volume are not carried. Code users may find
the text of provisions in effect on any given date in the past by using the appro-
priate List of CFR Sections Affected (LSA). For the convenience of the reader,
a "List of CFR Sections Affected" is published at the end of each CFR volume.
For changes to the Code prior to the LSA listings at the end of the volume,
consult previous annual editions of the LSA. For changes to the Code prior to
2001, consult the List of CFR Sections Affected compilations, published for 1949-
1963, 1964-1972, 1973-1985, and 1986-2000.

"[RESERVED]" TERMINOLOGY

The term "[Reserved]" is used as a place holder within the Code of Federal
Regulations. An agency may add regulatory information at a "[Reserved]" loca-
tion at any time. Occasionally "[Reserved]" is used editorially to indicate that
a portion of the CFR was left vacant and not accidentally dropped due to a print-
ing or computer error.

INCORPORATION BY REFERENCE

What is incorporation by reference? Incorporation by reference was established
by statute and allows Federal agencies to meet the requirement to publish regu-
lations in the Federal Register by referring to materials already published else-
where. For an incorporation to be valid, the Director of the Federal Register
must approve it. The legal effect of incorporation by reference is that the mate-
rial is treated as if it were published in full in the Federal Register (5 U.S.C.
552(a)). This material, like any other properly issued regulation, has the force
of law.

What is a proper incorporation by reference? The Director of the Federal Register
will approve an incorporation by reference only when the requirements of 1 CFR
part 51 are met. Some of the elements on which approval is based are:

(a) The incorporation will substantially reduce the volume of material pub-
lished in the Federal Register.

(b) The matter incorporated is in fact available to the extent necessary to
afford fairness and uniformity in the administrative process.

(c) The incorporating document is drafted and submitted for publication in
accordance with 1 CFR part 51.

What if the material incorporated by reference cannot be found? If you have any
problem locating or obtaining a copy of material listed as an approved incorpora-
tion by reference, please contact the agency that issued the regulation containing
that incorporation. If, after contacting the agency, you find the material is not
available, please notify the Director of the Federal Register, National Archives
and Records Administration, 8601 Adelphi Road, College Park, MD 20740-6001, or
call 202-741-6010.

CFR INDEXES AND TABULAR GUIDES

A subject index to the Code of Federal Regulations is contained in a separate
volume, revised annually as of January 1, entitled CFR INDEX AND FINDING AIDS.
This volume contains the Parallel Table of Authorities and Rules. A list of CFR
titles, chapters, subchapters, and parts and an alphabetical list of agencies pub-
lishing in the CFR are also included in this volume.



An index to the text of "Title 3-The President" is carried within that volume.

The Federal Register Index is issued monthly in cumulative form. This index
is based on a consolidation of the "Contents" entries in the daily Federal Reg-
ister.

A List of CFR Sections Affected (LSA) is published monthly, keyed to the
revision dates of the 50 CFR titles.

REPUBLICATION OF MATERIAL

There are no restrictions on the republication of material appearing in the
Code of Federal Regulations.

INQUIRIES

For a legal interpretation or explanation of any regulation in this volume,
contact the issuing agency. The issuing agency's name appears at the top of
odd-numbered pages.

For inquiries concerning CFR reference assistance, call 202-741-6000 or write
to the Director, Office of the Federal Register, National Archives and Records
Administration, 8601 Adelphi Road, College Park, MD 20740-6001 or e-mail
fedreg.info a nara.gov.

SALES

The Government Printing Office (GPO) processes all sales and distribution of
the CFR. For payment by credit card, call toll-free, 866-512-1800, or DC area, 202-
512-1800, M-F 8 a.m. to 4 p.m. e.s.t. or fax your order to 202-512-2104, 24 hours
a day. For payment by check, write to: US Government Printing Office New
Orders, P.O. Box 979050, St. Louis, MO 63197-9000.

ELECTRONIC SERVICES

The full text of the Code of Federal Regulations, the LSA (List of CFR Sections
Affected), The United States Government Manual, the Federal Register, Public
Laws, Public Papers of the Presidents of the United States, Compilation of Presi-
dential Documents and the Privacy Act Compilation are available in electronic
format via www.ofr.gov. For more information, contact the GPO Customer Con-
tact Center, U.S. Government Printing Office. Phone 202-512-1800, or 866-512-1800
(toll-free). E-mail, ContactCenter(&cgpo.gov.

The Office of the Federal Register also offers a free service on the National
Archives and Records Administration's (NARA) World Wide Web site for public
law numbers, Federal Register finding aids, and related information. Connect
to NARA's web site at www.archives.govlfederal-register.

The e-CFR is a regularly updated, unofficial editorial compilation of CFR ma-
terial and Federal Register amendments, produced by the Office of the Federal
Register and the Government Printing Office. It is available at www.ecfr.gov.

CHARLES A. BARTH,

Director,

Office of the Federal Register.

April 1, 2013.





THIS TITLE

Title 26--INTERNAL REVENUE is composed of twenty volumes. The contents of
these volumes represent all current regulations issued by the Internal Revenue
Service, Department of the Treasury, as of April 1, 2013. The first thirteen vol-
umes comprise part 1 (Subchapter A-Income Tax) and are arranged by sections
as follows: §§1.0-1.60; §§1.61 1.169; §§1.170-1.300; §§1.301 1.400; §§1.401 1.440; §§1.441
1.500; §§1.501-1.640; §§1.641-1.850; §§1.851-1.907; §§1.908-1.1000; §§1.1001-1.1400; §§1.1401-
1.1550; and §1.1551 to end of part 1. The fourteenth volume containing parts 2-
29, includes the remainder of subchapter A and all of Subchapter B Estate and
Gift Taxes. The last six volumes contain parts 30-39 (Subchapter C-Employment
Taxes and Collection of Income Tax at Source); parts 40-49; parts 50-299 (Sub-
chapter D Miscellaneous Excise Taxes); parts 3U0 499 (Subchapter F Procedure
and Administration); parts 500-599 (Subchapter G-Regulations under Tax Con-
ventions); and part 600 to end (Subchapter H-Internal Revenue Practice).

The OMB control numbers for Title 26 appear in §602.101 of this chapter. For
the convenience of the user, §602.101 appears in the Finding Aids section of the
volumes containing parts 1 to 599.

For this volume, Cheryl E. Sirofchuck was Chief Editor. The Code of Federal
Regulations publication program is under the direction of Michael L. White, as-
sisted by Ann Worley.





Title 26-Internal
Revenue

(This book contains part 1, §§ 1.0 to 1.60)

CHAPTER I-Internal Revenue Service, Department of the
T rea su ry .............................................................................





CHAPTER I-INTERNAL REVENUE SERVICE,
DEPARTMENT OF THE TREASURY

EDITORIAL NOTE: IRS published a document at 45 FR 6088, Jan. 25, 1980, deleting statutory
sections from their regulations. In chapter I cross-references to the deleted material have
been changed to the corresponding sections of the IRS Code of 1954 or to the appropriate regu-
lations sections. When either such change produced a redundancy, the cross-reference has
been deleted. For further explanation, see 45 FR 20795, Mar. 31, 1980.

SUBCHAPTER A INCOME TAX

Part Page
1 Incom e taxes ........................................................... 5
SUPPLEMENTARY PUBLICATIONS: Internal Revenue Service Looseleaf Regulations System, Alcohol

and Tobacco Tax Regulations, and Regulations Under Tax Conventions.
EDITORIAL NOTE: Treasury Decision 6091, 19 FR 5167, Aug. 17, 1954, provides in part as fol-

lows:
PARAGRAPH 1. All regulations (including all Treasury decisions) prescribed by, or under au-

thority duly delegated by, the Secretary of the Treasury, or jointly by the Secretary and the
Commissioner of Internal Revenue, or by the Commissioner of Internal Revenue with the ap-
proval of the Secretary of the Treasury, or jointly by the Commissioner of Internal Revenue
and the Commissioner of Customs or the Commissioner of Narcotics with the approval of the
Secretary of the Treasury, applicable under any provision of law in effect on the date of en-
actment of the Code, to the extent such provision of law is repealed by the Code, are hereby
prescribed under and made applicable to the provisions of the Code corresponding to the pro-
vision of law so repealed insofar as any such regulation is not inconsistent with the Code.
Such regulations shall become effective as regulations under the various provisions of the
Code as of the dates the corresponding provisions of law are repealed by the Code, until super-
seded by regulations issued under the Code.

PAR. 2. With respect to any provision of the Code which depends for its application upon
the promulgation of regulations or which is to be applied in such manner as may be pre-
scribed by regulations, all instructions or rules in effect immediately prior to the enactment
of the Code, to the extent such instructions or rules could be prescribed as regulations under
authority of such provision of the Code, shall be applied as regulations under such provision
insofar as such instructions or rules are not inconsistent with the Code. Such instructions
or rules shall be applied as regulations under the applicable provision of the Code as of the
date such provision takes effect.

PAR. 3. If any election made or other act done pursuant to any provision of the Internal
Revenue Code of 1939 or prior internal revenue laws would (except for the enactment of the
Code) be effective for any period subsequent to such enactment, and if corresponding provi-
sions are contained in the Code, such election or other act shall be given the same effect
under the corresponding provisions of the Code to the extent not inconsistent therewith. The
term "act" includes, but is not limited to, an allocation, identification, declaration, agree-
ment, option, waiver, relinquishment, or renunciation.

PAR. 4. The limits of the various internal revenue districts have not been changed by the
enactment of the Code. Furthermore, delegations of authority made pursuant to the provi-
sions of Reorganization Plan No. 26 of 1950 and Reorganization Plan No. 1 of 1952 (as well as
redelegations thereunder), including those governing the authority of the Commissioner of
Internal Revenue, the Regional Commissioners of Internal Revenue, or the District Directors
of Internal Revenue, are applicable to the provisions of the Code to the extent consistent
therewith.
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This has been added by Ralph Kermit Winterrowd 2nd - This is the rest of19 FR 5167 that has not been amended stating that the AdministrativeProcedures Act (APA) of June 11, 1946 does not apply.  The total republishingof Part 1 was done in 1960 in 25 FR 11402-12162 Nov. 26, 1960.  To hidethe non-compliance with the APA of 25 FR 11402-12162, they published another document in 25 FR 14021 in Dec. 21, 1960 almost one month later.  This regulation  then points you back to the 1954 - 19 FR 5167 above with the non-compliance with the APA left out of this document above [19 FR 5167 in part, supra].
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SUBCHAPTER A-INCOME TAX

PART 1-INCOME TAXES

Sec.
1.0 1 Internal Revenue Code of 1954 and reg-

ulations.

NORMAL TAXES AND SURTAXES

DETERMINATION OF TAX LIABILITY

TAX ON INDIVIDUALS

1.1-1 Income tax on individuals.
1.1 2 Limitation on tax.
1.1 3 Change in rates applicable to taxable

year.
1.1(h)-1 Capital gains look-through rule for

sales or exchanges of interests in a part-
nership, S corporation, or trust.

1.1(i)-iT Questions and answers relating to
the tax on unearned income certain
minor children (Temporary).

1.2 1 Tax in case of joint return of husband
and wife or the return of a surviving
spouse.

1.2 2 Definitions and special rules.
1.3 1 Application of optional tax.
1.4-1 Number of exemptions.
1.4-2 Elections.
1.4-3 Husband and wife filing separate re-

turns.
1.4-4 Short taxable year caused by death.

TAX ON CORPORATIONS

1.11 1 Tax on corporations.

CHANGES IN RATES DURING A TAXABLE YEAR

1.15-1 Changes in rate during a taxable
year.

1.21-1 Expenses for household and depend-
ent care services necessary for gainful
employment.

1.21-2 Limitations on amount creditable.
1.21-3 Special rules applicable to married

taxpayers.
1.21 4 Payments to certain related individ-

uals.
1.23-1 Residential energy credit.
1.23-2 Definitions.
1.23-3 Special rules.
1.23-4 Performance and quality standards.

[Reserved]
1.23-5 Certification procedures.
1.23-6 Procedure and criteria for additions

to the approved list of energy-conserving
components or renewable energy sources.

1.25-1T Credit for interest paid on certain
home mortgages (Temporary).

1.25-2T Amount of credit (Temporary).
1.25-3 Qualified mortgage credit certificate.
1.25-3T Qualified mortgage credit certifi-

cate (Temporary).

1.25-4T Qualified mortgage credit certifi-
cate program (Temporary).

1.25-5T Limitation on aggregate amount of
mortgage credit certificates (Tem-
porary).

1.25-6T Form of qualified mortgage credit
certificate (Temporary).

1.25-7T Public notice (Temporary).
1.25-8T Reporting requirements (Tem-

porary).
1.25A-0 Table of contents.
1.25A 1 Calculation of education tax credit

and general eligibility requirements.
1.25A-2 Definitions.
1.25A-3 Hope Scholarship Credit.
1.25A-4 Lifetime Learning Credit.
1.25A-5 Special rules relating to character-

ization and timing of payments.
1.28-0 Credit for clinical testing expenses

for certain drugs for rare diseases or con-
ditions table of contents.

1.28-1 Credit for clinical testing expenses
for certain drugs for rare diseases or con-
ditions.

CREDITS AGAINST TAX

CREDITS ALLOWABLE UNDER SECTIONS 30
THROUGH 45D

1.30-1 Definition of qualified electric vehi-
cle and recapture of credit for qualified
electric vehicle.

1.31-1 Credit for tax withheld on wages.
1.31-2 Credit for "special refunds" of em-

ployee social security tax.
1.32 2 Earned income credit for taxable

years beginning after December 31, 1978.
1.32-3 Eligibility requirements after denial

of the earned income credit.
1.34-1 Special rule for owners of certain

business entities.
1.35-1 Partially tax-exempt interest re-

ceived by individuals.
1.35-2 Taxpayers not entitled to credit.
1.36B-0 Table of contents.
1.36B-1 Premium tax credit definitions.
1.36B-2 Eligibility for premium tax credit.
1.36B-3 Computing the premium assistance

credit amount.
1.36B-4 Reconciling the premium tax credit

with advance credit payments.
1.36B 5 Information reporting by Ex-

changes.
1.37-1 General rules for the credit for the el-

derly.
1.37-2 Credit for individuals age 65 or over.
1.37-3 Credit for individuals under age 65

who have public retirement system in-
come.

1.38-1 Investment in certain depreciable
property.



26 CFR Ch. 1 (4-1-13 Edition)

1.40-1 Questions and answers relating to the
meaning of the term "qualified mixture"
in section 40(b)(1).

1.41-0 Table of contents.
1.41-1 Credit for increasing research activi-

ties.
1.41 2 Qualified research expenses.
1.41 3 Base amount for taxable years begin-

ning on or after January 3, 2001.
1.41 4 Qualified research for expenditures

paid or incurred in taxable years ending
on or after December 31, 2003.

1.41-4A Qualified research for taxable years
beginning before January 1, 1986.

1.41-5 Basic research for taxable years be-
ginning after December 31, 1986. [Re-
served]

1.41 5A Basic research for taxable years be-
ginning before January 1, 1987.

1.41 6 Aggregation of expenditures.
1.41-7 Special rules.
1.41-8 Alternative incremental credit appli-

cable for taxable years beginning on or
before December 31, 2008.

1.41 9 Alternative simplified credit.
1.42-0 Table of contents.
1.42-1 Limitation on low-income housing

credit allowed with respect to qualified
low-income buildings receiving housing
credit allocations from a State or local
housing credit agency.

1.42-1T Limitation on low-income housing
credit allowed with respect to qualified
low-income buildings receiving housing
credit allocations from a State or local
housing credit agency (temporary).

1.42-2 Waiver of requirement that an exist-
ing building eligible for the low-income
housing credit was last placed in service
more than 10 years prior to acquisition
by the taxpayer.

1.42-3 Treatment of buildings financed with
proceeds from a loan under an Affordable
Housing Program established pursuant
to section 721 of the Financial Institu-
tions Reform, Recovery, and Enforce-
ment Act of 1989 (FIRREA).

1.42 4 Application of not-for-profit rules of
section 183 to low-income housing credit
activities.

1.42-5 Monitoring compliance with low-in-
come housing credit requirements.

1.42-6 Buildings qualifying for carryover al-
locations.

1.42-7 Substantially bond-financed build-
ings. [Reserved]

1.42-8 Election of appropriate percentage
month.

1.42-9 For use by the general public.
1.42-10 Utility allowances.
1.42 11 Provision of services.
1.42 12 Effective dates and transitional

rules.
1.42 13 Rules necessary and appropriate;

housing credit agencies' correction of ad-
ministrative errors and omissions.

1.42-14 Allocation rules for post-2000 State
housing credit ceiling amount.

1.42 15 Available unit rule.
1.42-16 Eligible basis reduced by federal

grants.
1.42 17 Qualified allocation plan.
1.42A-1 General tax credit for taxable years

ending after December 31, 1975, and be-
fore January 1, 1979.

1.43-0 Table of contents.
1.43-1 The enhanced oil recovery credit

general rules.
1.43-2 Qualified enhanced oil recovery

project.
1.43-3 Certification.
1.43-4 Qualified enhanced oil recovery costs.
1.43-5 At-risk limitation. [Reserved]
1.43-6 Election out of section 43.
1.43-7 Effective date of regulations.
1.44-1 Allowance of credit for purchase of

new principal residence after March 12,
1975, and before January 1, 1977.

1.44 2 Property to which credit for purchase
of new principal residence applies.

1.44-3 Certificate by seller.
1.44 4 Recapture for certain dispositions.
1.44-5 Definitions.
1.44B 1 Credit for employment of certain

new employees.

RESEARCH CREDIT FOR TAXABLE YEARS
BEGINNING BEFORE JANUARY 1, 1990

1.41-0A Table of contents.
1.41 3A Base period research expense.

RULES FOR COMPUTING CREDIT FOR INVEST-
MENT IN CERTAIN DEPRECIABLE PROPERTY

1.45D-0 Table of contents.
1.45D-1 New markets tax credit.
1.45G-0 Table of contents for the railroad

track maintenance credit rules.
1.45G 1 Railroad track maintenance credit.
1.46-1 Determination of amount.
1.46-2 Carryback and carryover of unused

credit.
1.46-3 Qualified investment.
1.46-4 Limitations with respect to certain

persons.
1.46-5 Qualified progress expenditures.
1.46-6 Limitation in case of certain regu-

lated companies.
1.46-7 Statutory provisions plan require-

ments for taxpayers electing additional
investment credit, etc.

1.46-8 Requirements for taxpayers electing
additional one-percent investment credit
(TRASOP's).

1.46-9 Requirements for taxpayers electing
an extra one-half percent additional in-
vestment credit.

1.46-10 [Reserved]
1.46-11 Commuter highway vehicles.
1.47 1 Recomputation of credit allowed by

section 38.
1.47 2 "Disposition" and "cessation".
1.47-3 Exceptions to the application of

§ 1.47-1.
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1.47-4 Electing small business corporation.
1.47-5 Estates and trusts.
1.47-6 Partnerships.
1.48-1 Definition of section 38 property.
1.48 2 New section 38 property.
1.48 3 Used section 38 property.
1.48 4 Election of lessor of new section 38

property to treat lessee as purchaser.
1.48-5 Electing small business corporations.
1.48 6 Estates and trusts.
1.48 9 Definition of energy property.
1.48 10 Single purpose agricultural or horti-

cultural structures.
1.48-11 Qualified rehabilitated building; ex-

penditures incurred before January 1,
1982.

1.48 12 Qualified rehabilitated building; ex-
penditures incurred after December 31,
1981.

1.50-1 Restoration of credit.

RULES FOR COMPUTING CREDIT FOR EXPENSES

OF WORK INCENTIVE PROGRAMS

1.50A-1 Determination of amount.
1.50A 2 Carryback and carryover of unused

credit.
1.50A-3 Recomputation of credit allowed by

section 40.
1.50A-4 Exceptions to the application of

§ 1.50A 3.
1.50A 5 Electing small business corpora-

tions.
1.50A-6 Estates and trusts.
1.50A 7 Partnerships.
1.50B 1 Definitions of WIN expenses and

WIN employees.
1.50B-2 Electing small business corpora-

tions.
1.50B-3 Estates and trusts.
1.50B-4 Partnerships.
1.50B-5 Limitations with respect to certain

persons.
1.51-1 Amount of credit.

TAX SURCHARGE

1.52 1 Trades or businesses that are under
common control.

1.52-2 Adjustments for acquisitions and dis-
positions.

1.52 3 Limitations with respect to certain
persons.

1.53-1 Limitation based on amount of tax.
1.53-2 Carryback and carryover of unused

credit.
1.53-3 Separate rule for pass-through of jobs

credit.
1.55-1 Alternative minimum taxable in-

come.
1.56-0 Table of contents to §1.56 1, adjust-

ment for book income of corporations.
1.56-1 Adjustment for the book income of

corporations.

REGULATIONS APPLICABLE TO TAXABLE YEARS
BEGINNING IN 1969 AND ENDING IN 1970

1.56A-1 Imposition of tax.

Pt. 1

1.56A-2 Deferral of tax liability in case of
certain net operating losses.

1.56A 3 Effective date.
1.56A 4 Certain taxpayers.
1.56A-5 Tax carryovers.
1.56(g)-0 Table of contents.
1.56(g)-1 Adjusted current earnings.

TAX PREFERENCE REGULATIONS

1.57-0 Scope.
1.57 1 Items of tax preference defined.
1.57-2 1.57 3 [Reserved]
1.57 4 Limitation on amounts treated as

items of tax preference for taxable years
beginning before January 1, 1976.

1.57 5 Records to be kept.
1.58 1 Minimum tax exemption.
1.58-2 General rules for conduit entities;

partnerships and partners.
1.58 3 Estates and trusts.
1.58-3T Treatment of non-alternative tax

itemized deductions by trusts and estates
and their beneficiaries in taxable years
beginning after December 31, 1982 (tem-
porary).

1.58-4 Electing small business corporations.
1.58-5 Common trust funds.
1.58 6 Regulated investment companies;

real estate investment trusts.
1.58-7 Tax preferences attributable to for-

eign sources; preferences other than cap-
ital gains and stock options.

1.58-8 Capital gains and stock options.
1.58-9 Application of the tax benefit rule to

the minimum tax for taxable years be-
ginning prior to 1987.

1.59 1 Optional 10-year writeoff of certain
tax preferences.

1.60 [Reserved]

AUTHORITY: 26 U.S.C 7805, unless otherwise
noted.

Section 1.1(h)-1 also issued under 26 U.S.C.
1(h);

Section 1.21-1 also issued under 26 U.S.C.
21(f);

Section 1.21-2 also issued under 26 U.S.C.
21(f);

Section 1.21-3 also issued under 26 U.S.C.
21(f);

Section 1.21-4 also issued under 26 U.S.C.
21(f);

Sections 1.23 1 1.23-6 also issued under 26
U.S.C. 23;

Section 1.25-IT also issued under 26 U.S.C.
25:

Section 1.25-2T also issued under 26 U.S.C.
25:

Section 1.25 3 also issued under 26 U.S.C.
25:

Section 1.25-3T also issued under 26 U.S.C.
25:

Section 1.25-4T also issued under 26 U.S.C.
25:

Section 1.25-5T also issued under 26 U.S.C.
25:
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§ 1.0-1

Section 1.25-6T also issued under 26 U.S.C.
25;

Section 1.25-7T also issued under 26 U.S.C.
25;

Section 1.25-8T also issued under 26 U.S.C.
25;

Section 1.25A 1 also issued under section 26
U.S.C. 25A();

Section 1.25A 2 also issued under section 26
U.S.C. 25A(i);

Section 1.25A 3 also issued under section 26
U.S.C. 25A(i);

Section 1.25A-4 also issued under section 26
U.S.C. 25A(i);

Section 1.25A 5 also issued under section 26
U.S.C. 25A(i);

Section 1.28-0 also issued under 26 U.S.C.
28(d)(5);

Section 1.28-1 also issued under 26 U.S.C.
28(d)(5);

Section 1.30-1 also issued under 26 U.S.C.
30(d)(2);

Section 1.36B-4 also issued under 26 U.S.C.
36B(g);

Section 1.41-6 also issued under 26 U.S.C.
1502;

Section 1.41-8 also issued under 26 U.S.C.
41(c)(4)(B);

Section 1.41-8T also issued under 26 U.S.C.
41(c)(4)(B);

Section 1.41 9 also issued under 26 U.S.C.
41(c)(5)(C);

Section 1.41 9T also issued under 26 U.S.C.
41(c)(5)(C);

Section 1.42 1 also issued under 26 U.S.C.
42(n);

Sections 1.42 IT and 1.42 2T also issued
under 26 U.S.C. 42(m);

Section 1.42 2 also issued under 26 U.S.C.
42(m);

Section 1.42 3 also issued under 26 U.S.C.
42(n);

Section 1.42-4 also issued under 26 U.S.C.
42(n);

Section 1.42-5 also issued under 26 U.S.C.
42(n);

Sections 1.42-6, 1.42-8, 1.42-9, 1.42-10, 1.42-11,
and 1.42 12, also issued under 26 U.S.C. 42(n);

Section 1.42-13 also issued under 26 U.S.C.
42(n);

Section 1.42-14 also issued under 26 U.S.C.
42(n);

Section 1.42-15 also issued under 26 U.S.C.
42(n);

Section 1.42 16 also issued under 26 U.S.C.
42(n);

Section 1.42 17 also issued under 26 U.S.C.
42(n);

Section 1.42 18 also issued under 26 U.S.C.
42(h)(6)(F) and 42(h)(6)(K);

Sections 1.43-0 1.43-7 also issued under
section 26 U.S.C. 43;

Section 1.45D-1 also issued under 26 U.S.C.
45D(e)(2) and (i);

Section 1.46-5 also issued under 26 U.S.C.
46(d)(6) and 26 U.S.C. 47(a)(3)(C);

26 CFR Ch. 1 (4-1-13 Edition)

Section 1.46-6 also issued under 26 U.S.C.
46(f)(7);

Section 1.47 1 also issued under 26 U.S.C.
47(a);

Section 1.48-9 also issued under 26 U.S.C.
38(b) (as in effect before the amendments
made by subtitle F of the Tax Reform Act of
1984);

Sections 1.50AI.50B also issued under 85
Stat. 553 (26 U.S.C. 40(b));

Section 1.52-1 also issued under 26 U.S.C.
52(b);

Section 1.56-1 also issued under 26 U.S.C.
56(f)(2)(H);

Section 1.56(g)-1 also issued under section
7611(g)(3) of the Omnibus Budget Reconcili-
ation Act of 1989 (Pub. L. 101 239, 103 Stat.
2373); and

Section 1.58-9 also issued under 26 U.S.C.
58(h).

SOURCE: T.D. 6500, 25 FR 11402, Nov. 26, 1960;
25 FR 14021, Dec. 21, 1960, unless otherwise
noted.

§ 1.0-1 Internal Revenue Code of 1954

and regulations.

(a) Enactment of law. The Internal
Revenue Code of 1954 which became law
upon enactment of Public Law 591, 83d
Congress, approved August 16, 1954, pro-
vides in part as follows:

Be it enacted by the Senate and House of Rep-
resentatives o the United States of America in
Congress assembled, That

(a) Citation. (1) The provisions of this Act
set forth under the heading "Internal Rev-
enue Title" may be cited as the "Internal
Revenue Code of 1954"

(2) The Internal Revenue Code enacted on
February 10, 1939, as amended, may be cited
as the "Internal Revenue Code of 1939".

(b) Publication. This Act shall be published
as volume 68A of the United States Statutes
at Large, with a comprehensive table of con-
tents and an appendix; but without an index
or marginal references. The date of enact-
ment, bill number, public law number, and
chapter number, shall be printed as a head-
note.

(c) Cross reference. For saving provisions,
effective date provisions, and other related
provisions, see chapter 80 (see. 7801 and fol-
lowing) of the Internal Revenue Code of 1954.

(d) Enactment of Internal Revenue Title into
law. The Internal Revenue Title referred to
in subsection (a)(1) is as follows:

In general, the provisions of the Internal
Revenue Code of 1954 are applicable with re-
spect to taxable years beginning after De-
cember 31, 1953, and ending after August 16,
1954. Certain provisions of that Code are
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Title 26	 Page
Chapter I	  5167
Title 32
Chapter V:

Part 581 	  5188
Chapter XI:

Part 1101_ 	 	  5168
Title 32A
Chapter VI (BMA):

M-11A	  5167
Chapter XVIII (NSA):

OPR-6	  5168
Title 33
Chapter /I:

Part207 	  5170
Title 39
Chapter I:

Part 127	  5177
Title 43
Chapter I:

Part 244	  5178
Appendix C (Public land or-

ders) :
988 	  517e
989 - 	 	 5179
990 	  5179

Title 49
Chapter I;

Part 91 	  5170

(3) Definitions: As used in this sec-
tion, "handler," "shippek." "Ship," "Lodi
Lietriet," "Merin District," "bunch," and
"size" shall have the same meaning as
;when used in the amended marketing
agreement and order; and "U. S. No. 1
Table Grapes," "fairly well Colored ber-
ries," and "decay," shall have the same
meaning as when used in the United
States Standards for Table Grapes
(§§ 51.880 to 51.911 of this title).
(Sec. 5, 49 Stat. 753, as amended; '1 II. S. C.
so8c)

Dated: August 13, 1954.

[SEAL)	 S. R. Saone
Director, Fruit and Vegetable

Division, Agricultural Mar-
keting Service.

IX R. Doc. 54-6405; Filed, Aug. 16, 10c4;
8:58 a. m.1

TITLE 19—CUSTOMS DUTIES
Chapter 1—Bureau of Customs,

Department of the Treasury
[T. 71. 53553]

PART 25—Customs BONDS

GENERAL TERM BOND FOR ENTRY Or
MERCHANDISE

Section 25.3 (a) (3) of the Ch. I, ais
Regulations requires that an applica-
tion for permission to file a General
Term Bond for Entry of Merchandise on
customs Form 7595 shall be filed with
the collector and transmitted to the Bu-
reau for approval. It has been deter-
mined that approval of this bond would
be expedited with an appreciable saving
of man hours if authority to approve the
application were delegated to collectors.

For the reason stated, the word "col-
leder" is hereby substituted for the

word "Bureau" in the first sentence of
§ 25.3 (a) (3) and the second sentence
thereof is amended to read as follows:
"A principal desiring to execute this
form of bond shall file with a collector
at any headquarters port to be named
in the bond an application, in duplicate,
for permission to file the bond."
(Sees. 623, 624, 46 Stat. 759, as amended; 19
U. S. C. 1623, 1624)

[SEAL]	 RALPH KELLY,
Commissioner of Customs.

Approved: August 10. 1954.
H. CHAPMAN ROSE,

Acting Secretary of the Treasury.
tr. n. Doc. 54-6355: Filed, Aug. 16, 1954;

8:50 a. m.]

PAR. 3. If any election made or other
act done pursuant to any provision of
the Internal Revenue Code of 1939 or
prior internal revenue laws would (ex-
cept for the enactment of the Code)
be effective for any period subsequent
to such enactment, and if corresponding
provisions are contained in the Code,
such election or other act shall be given
the same effect under the correspondinr
provisions of the Code to the extent nc
inconsistent therewith. The term "act"
includes, but is not limited to, an alloca-
thin, identification, declaration, agree-
ment, option, waiver, relinquishment, or
renunciation.

PAR. 4. The limits of the various in-
ternal revenue districts have not been
changed by the enactment of the Code.
Furthermore, delegations of authority
made pursuant to the provisions of Re-
organization Plan No. 26 of 1950 and
Reorganization Plan No. 1 of 1952 (as
well as redelegations thereunder), in-
cluding those governing the authority
of the Commissioner of Internal Rev-
enue, the Regional Commissioners of
Internal Revenue, or the District Direc-
tors of Internal Revenue, are applicable
to the provisions of the Code to the
extent consistent therewith.

Because this Treasury decision merely
provides for the continuance of existing
rules pending further action, it is hereby
found that it is impracticable and con-
trary to the public interest to incur the
delay which would result if this Treas-
ury decision were issued with notice and
public procedure thereon under section
4 (a) of the Administrative Procedure
Act, approved June 11, 1946. or subject
to the effective date limitation of sec-
tion 4 (c) of said act.
(68A Stat. 917; 26 II. S. C. 7805)

[SEAL]	 M. B. FOLsOM,
Acting Secretary of the Treasury.

Atreus'. 16, 1954.
[F. R. Doc, 54-6437; Filed, Aug. 16, 1064;

12:29 p. m.]

TITLE 32A—NATIONAL DEFENSE,
APPENDIX

Chapter V1—Business and Defense
Services Administration, Depart-
ment of Commerce

[DOSA Order 1.1-11A (Formerly NPA Order
M-11A), Amdt. 6 of August 13, 1954]

M-11A—COPPER AND COPPER-BASE ALLOYS

AMOUNT OF PRODUCTION CAPACITY TO BE
RESERVED

This amendment is found necessary
eV appropriate to promote the national
defense and is issued pursuant to the
Defense Production Act of 1950, as
amended. In the formulation of this
amendment, consultation with industry
representatives has been rendered innp
practicable due to the need for immedi-
ate action.

This amendment affects BDSA Order
M-11A (formerly NPA Order M-11A),
as amended, by changing the amount of
production capacity which producers of
copper controlled materials must reserve
for the acceptance of authorized con-
trolled material orders, Paragraph (b)

TITLE 26—INTERNAL REVENUE
Chapter I—Internal Revenue Service,

Department of the. Treasury
j T, D. 6091]

PRESCRIBING STOPGAP REGULATIONS UNDER
THE INTERNAL REVENUE Cons OF 1954;
ELECTIONS OR OTHER ACTS

In order to permit a proper adminis-
tration of the Internal Revenue Code of
1954 (herein referred to as "the Code"),
it is hereby prescribed in furtherance of
the purposes of sections 7807 and 7851
(b) of the Code that--

PARAGRAPH 1. All regulations (includ-
ing all Treasury decisions) prescribed
by, or under authority duly delegated by,
the Secretary of the Treasury, or jointly
by the Secretary and the Commissioner
of Internal Revenue, or by the Commis-
sioner of Internal Revenue with the ap-
proval of the Secretary of the Treasury,
or jointly by the Commissioner of In-
ternal Revenue and the Commissioner
of Customs or the Commissioner of
Narcotics with the approval of the Sec-
retary of the Treasury, applicable under
any provision of law in effect on the
date of enactment of the Code, to the
extent such provision of law is repealed
by the Code, are hereby prescribed under
and made applicable to the provisions
of the Code corresponding to the pro-
vision of law so repealed insofar as any
such regulation is not inconsistent .vith
the Code. Such regulations shah
come effective as regulations under the
various provisions of the Code as of the
dates the corresponding provisions of
law are repealed by the Code, until
superseded by regulations issued under
the Code.

PAR, 2. With respect to any provision
of the Code which depends for its ap

-plication upon the promulgation of reg-
ulations or which is to be applied in
such manner as may be prescribed by
regulations, all instructions or rules in
effect immediately prior to the enact-
ment of the Code, to the extent such in-
structions or rules could be prescribed
as regulations under authority of such
provision of the Code, shall be applied
as regulations under such provision in-
sofar as such instructions or rules are
not inconsistent with the Code. Such
instructions or rules shall be applied as
regulations under the applicable provi-
sion of the Code as of the date such pro-
vision takes effect.
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FEDERAL REGISTER	 14021Saturday, December 31, 1960

promoted by regulating the handling of
lettuce in the manner set forth below
on and after the effective date of this
section, (iii) compliance with this sec-
tion will not require any special prepa-
ration on the part of handlers which can-
not be completed by the effective date,
tiv) reasonable time is permitted under
the circumstances for such preparation,
and (v) notice has been given of the
Limitation of Shipments set forth in
this section through publicity in the
production area and by publication in
the FEDERAL REGISTER of December 21,
1960 (25 P.R. 13142) .

§ 1034.301 Limitation of shipments.
No person shall package lettuce on any

Sunday during the period beginning
on January 8, 1961, through March 26,
1961, inclusive. During the period Janu-
ary 2, 1961, through March 31, 1961, no
person shall handle any lot of lettuce
grown in the production area unless such
lettuce meets the grade requirements of
paragraph (a). one of the sizing and
pack requirements of paragraph (b) , and
the container requirements of paragraph
(c), or unless such lettuce is handled
in accordance with the provisions of
paragraphs (d) , (e), and (f) of this
section.

(a) Grade. 70 percent U.S. No. 1, or
better grade, not to exceed an average
of 5 percent decay in any lot.

(b) Sizing and pack. Only lettuce
that meets one of the following sizing
and pack requirements may be handled:

(1) 18 heads per container;
(2) 24 heads per container; or
(3) 30 heads per container.
(c) Container. Lettuce may be han-

dled only if packed in one of the follow-
ing containers:

(1) A carton with inside dimensions of
10 inches x 14 1/4 inches x 21%0 inches
(designated as carrier container No.
7303) ;

(2) A carton with inside dimensions
of 9% inches x 14 inches x 21 inches
(designated as carrier container No.
7306).

(d) Minimum quantities. Any person
may handle up to but not to exceed 5
cartons or 250 pounds of lettuce a day
without regard to the requirements of
this section or to the inspection and
assessment requirements of this part, but
this exception shall not apply to any
portion of a shipment of over 5 cartons
or 250 pounds of lettuce,

(e) Special purpose shipments. The
requirements of paragraphs (a) , (b) ,
and (c), of this section, and the inspec-
tion and assessment requirements of this
part, shall not be applicable to lettuce
handled for the following special
purposes:

(1) Relief or charity;
(2) Experimental purposes ; and
(3) Export to Mexico.
(f) Safeguards. (1) Each handler of

lettuce which does not meet the require-
ments of paragraphs (a) , (b) , and (c) of
this section, and which is handled pur-
suant to paragraph (e) of this section for
relief or charity or experimental pur-
poses shall, prior to handling, apply for
and obtain a Certificate of Privilege from
the committee which shall require the
handler to furnish such reports and

documents as the committee may require
showing that the lettuce was handled
for the purpose specified in the Certifi-
cate of Privilege.

(2) Each person who sells or otherwise
handles lettuce which does not meet the
requirements of paragraphs (a), (b), and
(c) of this section, and which is handled
Pursuant to paragraph (e) of this sec-
tion for export to Mexico, shall maintain
the following records with respect to
such lettuce:

(I) Name and address of the pur-
chaser;

(ii) Quantity involved in each sale;
MD Date of sale; and
(iv) Identification of the vehicle of

the purchaser or trucker by make, model,
and license number.

(g) Inspection. (1) No handler shall
handle any lettuce for which an inspec-
tion certificate is required unless an ap-
propriate inspection certificate has been
issued with respect thereto.

(2) No handler shall transport or
cause the transportation of any ship-
ment of lettuce by motor vehicle for
which an inspection certificate is re-
quired unless each such shipment is ac-
companied by a copy of the inspection
certificate applicable thereto or by docu-
mentary evidence on forms furnished by
the committee identifying truck lots to
which valid inspection certificates are
applicable and a copy of such inspection
certificate or committee document, upon
request, is surrendered to authorities
designated by the committee.

(3) For purpose of operation under
this part each required inspection cer-
tificate or form required by the commit-
tee as evidence of inspection is hereby
determined to be valid for a period not
to exceed 72 hours following completion
of inspection as shown on the certificate
or the date shown on the document.

(h) Definitions. The term "U.S. No.
1" shall have the same meaning as set
forth in the U.S. Standards for Lettuce
( §§ 51.26.10 to 51.2524 of this title) , in-
cluding the tolerances set forth therein.
All other terms used in this section shall
have the same meaning as when used in
Marketing Order No. 134 (Part 1034 of
this title).
(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C.
601-674)

Effective date: Dated December 28,
1960, to become effective January 2, 1961.

S. R. GRANGE,
Acting Director,

Fruit and Vegetable Division.

F.R. Doc. 60-12208; Filed, Dec. 30, 1060;
8:51 a.m.]

containing regulations under the In-
ternal Revenue Code of 1954 (paper
bound books). Regulations under the
1939 Code, as made applicable to the cor-
responding provisions cf the 1954 Code
by Treasury Decision 6091, 19 F.R. 5167.
Aug. 17, 1954, have been systematically
superseded by regulations under the 1954
Code,

Since the greater portion of the regu-
lations under the Internal Revenue Code
of 1954 will have been issued as of Janu-
ary 1, 1961, two titles are no longer
needed. Accordingly, the title heading
as of that date is hereby designated
"Title 26-Internal Revenue". Regula-
tions under the Internal Revenue Code of
1954 will appear in the FEDERAL REGISTER
under the new heading, together with
amendatory regulations under the Inter-
al Revenue Code of 1939.

The Code of Federal Regulations vol-
umes will be revised under the new head-
ing as of January 1, 1961. The new vol-
umes will replace: (1) All volumes of the
1949 Edition of the Code, (2) the 1953
revisions of Parts 1 to 79, and Parts 183
to 299, and (3) all volumes issued as of
January 1, 1960, under the heading
"Title 26-Internal Revenue, 1954". The
full text of the 1939 Code regulations,
applicable to the 1954 Code provisions
and not completely superseded, will be
carried in the revision as appendices to
appropriate subchapters.

Regulations under tax conventions in
Part 7, appearing in Title 26-Internal
Revenue, Parts 1 to 79, Revised 1953, and
supplements, and Part 82, appearing in
Title 26-Internal Revenue, 1949 Ed.,
Parts 80 to 169, and supplements, are
hereby transferred to Subchapter CI-
Regulations Under Tax Conventions
(Part 500 et seq.), and redesignated.
Former §§ 505.201 to 505.210 are hereby
redesignated §§ 505.301 to 505.310. The
following table indicates these redesig-
nations and shows the complete new
structure of Subchapter CI:

SUBCHAPTER 0-REGULATIONS UNDER TAX
CONVENTIONS

PART 501-AUSTRALIA

SUBPART--WITHHOLDING OF TAX

§§ 501.1 to 501.11.

PART 502-GREECE

Title 26 INTERNAL REVENUE
Chapter I-Internal Revenue Service,

Department of the Treasury

EDITORAL NOTE : With the enactment
of the Internal Revenue Code of 1954 it
became necessary to carry two titles 26
in the Code of Federal Regulations: (1)
"Title 26-Internal Revenue", containing
regulations under the Internal Revenue
Code of 1939 -(cloth bound books) ; and
(2) "Title 26-Internal Revenue, 1954",

SUBPART-WITHHOLDING OF TAX

502.1 to 502.10.

PART 503-GERMANY

SUBPART-WITHHOLDING OF TAX

503.1 to 503.9.

PART 504-BELGIUM

SUBPART-WITHHOLDING OF TAX

§§ 7.1100 to 7.1109 redesignated gg 504.1 to
504.10

SUBPART-GENERAL INCOME TAX

§1 504.101 to 504.121.

SUBPART-BELGIAN CONGO AND RUANDA-URLII1TDI

§§ 504.301 to 504.310.

PART 605-NETHERLANDS

SUBPART-WITHHOLDING OF TAX

II 7.800 to 7.810 redesignated II 505.1 to
505.11.
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RULES AND REGULATIONS

[Arndt. 2]

PART 120-LOAN POLICY
STATEMENT

Business Loans; Early Maturities
Participation Plan

The Loan Policy Statement Regula-
tion (23 P.R. 10513 as amended, 24 F.R.
8325) is hereby further amended as

to follows:
1. Section 120.4-2(b) (3) is amended

to read as follows:
§ 120.4-2 Business loans.

•

(b) * * *
(3) No agreement to participate shall

establish any preferences in favor of the
bank or other lending institution partici-
pating in the loan with SBA, except in
participation agreements entered into in
accordance with the Early Maturities
Participation Plan set forth in § 120.4-6.

2. A new § 120.4-6 is added to read as
follows:

§ 120.4-6 Early Maturities Participation
Plan.

Early Maturities Participation business
loans are authorized on an immediate
Participation basis whereby the full
amount of the early scheduled principal
payments on a loan can be applied
toward reduction of the participating
financial institution's share of the total
loan subject to the following limitations:

(a) The financial institution shall
participate in an amount not less than
the greater of the following sums: (1)
the aggregate of the level amortized
principal payments due in the first two
years of the loan; (2) 25 percent of the
loan; (3) the full amount of any existing
credit the remaining term of which is
more than one year and of any credit

the remaining term of which is less than
one year upon which payments, if re-
quired, have not been made as originally
agreed.

(b) All such loans shall be amortized
on a level principal payment basis, plus
interest, and only such principal pay-
ments as are made within 60 days of due
date can be applied toward early reduc-
tion of the participating institution's
share of the total loan. Upon expiration
of 60 days after default of any payment
of principal or interest due on the loan,
unless the default is cured by payment
within that period, the proportionate
interests of the SBA and the institution
participating in the loan shall be frozen
or fixed in amounts equal to their re-
spective percentages of exposure as of
the date of the last principal payment
received prior to the default, and all fu-
ture payments on the loan from any
source shall be paid over to, or credited
to the participation of, bank and SBA
according to their respective percentages
of the frozen or fixed participation.

(c) No such agreement shall establish
any preference in favor of the lending
institution in any collateral security for
the loan and at any time during the
term of the loan while the participating
institution continues to have an interest,
regardless of whether bank's participa-
tion has been declared frozen or fixed,
the proceeds from the liquidation or sale
of any collateral or security supporting
the loan, including voluntary or de-
manded payments by guarantors, or any
other principal payments due to be ap-
plied in inverse order of maturity, shall
be paid Over to, or credited to the par-
ticipation of the institution and SBA in
amounts equal to their respective per-
centages of interest or exposure in the
loan based upon the outstanding balance
of the loan as of the date such principal
payment is received.

(d) Upon the repayment of the aggre-
gate amount of amortized payments due
the participating institution it shall be
released from the participation and SBA
will assume servicing of the loan and
sole custody and control of all collateral,
provided that at the option of the par-
ticipating institution it may purchase or
enter into a new participation in the
loan in an amount not less than its
original participation and continue to
service the loan. The new participation
shall then be liquidated in the same
manner as the original participation.
The participating institution shall have
additional options throughout the whole
term of the loan to periodically enter in-
to new participations in the loan, or
may at any time purchase or acquire the
full outstanding loan.

Effective date. This amendment shall
become effective upon publication in the
FEDERAL REGISTER.

PHILIP MCCALLUM,
Administrator.

DECEMBER 29, 1960.

[F.E. Doc. 60-12219; Filed Dec. 80, 1960;
8:53 a.m.I

SUBPART-GENERAL INCOME TAX

55 7.850 to 7.888 redesignated 11 505.101
to 505.119.

SUBPART-NETHERLANDS ANTELLIS

51 505.201 to 505.210 redesignated 11 505.801
to .505.310.

PART 506-JAPAN

SUBPART-WITHHOLDING OF TAX

11 506,1 to 506.9.
PART 507-UNITED KINGDOM

SUBPART--WITHHOLDING or TAX

H 7.500 to 7.511 redesignated 11 507.1 to
507.12.

£UBPART GENERAL INCOME TAX

117.812 to 7.532 redesignated 11 507.101
to 507.121.

SUBPART ESTATE AND GIFT TAX

11 82,101 to 82.109 redesignated 11 507.201
to 507.209.

StrIPART--UNITED KINGDOM COLONIES

11507.501 to 507.511.

PANT 509-15WITZERLAND

SUBPART-WITHHOLDING OF TAX

II 7.800 to 7.309 redesignated H 609.1 to
509.10.

SUBPART-GENERAL INCOME TAX

if 509.101 to 509.122.

PART 510-NORWAY

SUBPART-WITHHOLDING OF TAX

11 510.1 to 510.11.

SUBPART-GENERAL INCOME TAX

11 510.101 to 510.120.

PART 511-FINLAND

SUBPART-WITHHOLDING or 'TAX

117.700 to 7.710 redesignated H 511.1
511.11.

SUBPART-GENERAL INCOME TAX

PART 1519--0Alcum
!SUBPART WITHHOLDING OF TAX

111 7.45 to 7.56 redesignated 11619.1 to
519.12.

SUBPART-GENERAL INCOME TAX

H 7.20 to 7.39 redesignated 55 519.101 to
519.120.

PART 520-.SWEDEN

5UBPART-GENERAL INCOME TAX

II 7.200 to 7.218 redesignated 11 520.101
to 520.119.

PART 521-DENMARK

SUBPART-WITHHOLDING OF TAX

157.900 to 7.907 redesignated 15 521.1 to
521.8.

SUBPART-GENERAL INCOME TAX

117.960 to 7.968 redesignated 15 521.101
to 521.117.

Title 13-BUSINESS CREDIT
AND ASSISTANCE

Chapter I-Small Business
Administration

511.101 to 511.123.

PART 512-ITALY

SUBPART---wirsimotomo OF TAX

11 512.1 to 512.10.

PART 513-IRELAND

BurpART--wITRHotomo OF TAX

II 7.1000 to 7.1010 redesignated 15 513,1
to 513.11.

PART 514-FRANCE

SUBPART-WITHHOLDING OF TAX

11 514.1 to 514.10.

SUBPART-GENERAL INCOME TAX

¢17.410 to 7.426 redesignated II 514.101
to 614.117.

PART 515-HONDURAS

SUBPART-WITHHOLDING OF TAX

15 515.1 to 515.10.

PART 516-AUSTRIA

SUBPART-WITHHOLDING OF TAX

H 516.1 to 516.12.

PART 517-PAKISTAN

SUBPART--WITHHOLDING OF TAX

11 517.1 to 517.9.

PART 518--Nsw ZEALAND

SUBPART-WITHHOLDING Or TAX

II 7.600 to 7.810 redesignated I1618,1 to
518.11.
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Admin. Comm. of the Federal Register

OMB CONTROL NUMBERS

§ 21.35 OMB control numbers.

To display OMB control numbers in
agency regulations, those numbers
shall be placed parenthetically at the
end of the section or displayed in a
table or codified section.

[50 FR 12468, Mar. 28, 1985]

Subpart B-Citations of Authority

§ 21.40 General requirements: Author-
ity citations.

Each section in a document subject
to codification must include, or be cov-
ered by, a complete citation of the au-
thority under which the section is
issued, including-

(a) General or specific authority dele-
gated by statute; and

(b) Executive delegations, if any, nec-
essary to link the statutory authority
to the issuing agency.

[50 FR 12468, Mar. 28, 1985]

§ 21.41 Agency responsibility.

(a) Each issuing agency is responsible
for the accuracy and integrity of the
citations of authority in the docu-
ments it issues.

(b) Each issuing agency shall for-
mally amend the citations of authority
in its codified material to reflect any
changes therein.

§ 21.42 Exceptions.

The Director of the Federal Register
may make exceptions to the require-
ments of this subpart relating to place-
ment and form of citations of author-
ity whenever the Director determines
that strict application would impair
the practical use of the citations.

[37 FR 23611, Nov. 4, 1972, as amended at 54
FR 9682, Mar. 7, 1989]

PLACEMENT

§21.43 Placing and amending author-
ity citations.

(a) The requirements for placing au-
thority citations vary with the type of
amendment the agency is making in a
document. The agency shall set out the
full text of the authority citation for
each part affected by the document.

§ 21.52

(1) If a document sets out an entire
CFR part, the agency shall place the
complete authority citation directly
after the table of contents and before
the regulatory text.

(2) If a document amends only cer-
tain sections within a CFR part, the
agency shall present the complete au-
thority citation to this part as the first
item in the list of amendments.

(i) If the authority for issuing an
amendment is the same as the author-
ity listed for the whole CFR part, the
agency shall simply restate the author-
ity.

(ii) If the authority for issuing an
amendment changes the authority ci-
tation for the whole CFR part, the
agency shall revise the authority cita-
tion in its entirety. The agency may
specify the particular authority under
which certain sections are amended in
the revised authority citation.

(b) The agency shall present a cen-
tralized authority citation. The au-
thority citation shall appear at the end
of the table of contents for a part or
after each subpart heading within the
text of a part. Citations of authority
for particular sections may be specified
within the centralized authority cita-
tion.

[50 FR 12469, Mar. 28, 1985, as amended at 54
FR 9682, Mar. 7, 1989]

§ 21.45 Nonstatutory authority.

Citation to a nonstatutory document
as authority shall be placed after the
statutory citations. For example:

AUTHORITY: Sec. 9, Pub. L. 89-670, 80 Stat.
944 (49 U.S.C. 1657). E.O. 11222, 30 FR 6469, 3
CFR, 1965 Comp., p. 10.

[37 FR 23611, Nov. 4, 1972, as amended at 54
FR 9682, Mar. 7, 1989]

FORM

§ 21.51 General.

(a) Formal citations of authority
shall be in the shortest form compat-
ible with positive identification and
ready reference.

(b) The Office of the Federal Register
shall assist agencies in developing
model citations.

§ 21.52 Statutory material.

(a) United States Code. All citations to
statutory authority shall include a

HeinOnline  31
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Administrative State
Headless 4th Branch of Government

“The Presidents Committee on Management - 1937

NOTE: Individual Income tax 
regulations under the 1939 Code
started in Part 19, then changed 
to Part 29 in 1943 (8 FR 14882-
14979) and then changed to 
Part 39 Sept. 26, 1953 in 
18 FR 5771-6199.

18 FR 6199 (Part 39) - States IRS not doing APA of 1946
Filed September 26, 1953 (Filed 324 Days before 1954 Code)
Because the provisions of the regulations in this part are
provisions which have heretofore been prescribed pursuant
to the Administrative Procedure Act, approved June 11, 1946,
it is found unnecessary to issue such regulations with notice
and public procedure thereon under section 4 (a) of the
Administrative procedure Act or subject to the effective
date limitation of section 4 (c) of that Act.

Part 39 regulations published Sept. 26, 1953
at 18 FR 5771-6199

IRS Internal Revenue Code Passed Aug. 16, 1954

        Tuesday, August 17, 1954 - 19 FR 5167
One day after the 1954 Code it was published in 
the Federal Register that the NEW regulations 
would not be in compliance with the APA of 1946.

November 26, 1960 at 25 FR 11402 - 12162
all of the Part 1 Individual Income Tax Regs
were republished.  There was no APA statement.

December 31, 1960 - 25 FR 14021-22
Regulations under 1939 Code,
as made applicable to the cor-
responding provision of the 1954
Code by Treasury Decision 6091,
19FR 5167 Aug. 17, 1954 have been
systematically superseded by reg-
lations under the 1954 Code.

1960 - APA republishing 
non-compliance published
35 days later in Dec. Pt.1

December 21, 1960 at 25 FR 13032 - 13127
all of Part 31 Employment Taxes Regs were
republished.

June 24, 1958 at 23 FR 45209-4596 all of 
Part 20 Estates/Gift Regs were republished.

NOTE:  All of 19 FR 5167 of 1954 are published
in Vol. 1 of Part 1 MINUS the part of paragraph 4
above that states the IRS is not using the APA.  
To confirm all of the Part 1, Part 20 or Part 31 regs 
use the 25 FR 14021-22 of Dec. 31, 1960, see the
Source note in brackets after the Table of
Contents listing all of the regulations just
before the TOC authorities as mandated by 
1 CFR § 21.43 in the CFRs published each year. November 3, 1967 at 32 FR 15241-15387

all of the Part 301 regulations were
republished.  There is no APA statement
as not required for 301 regs that are only
for Federal Employees, etc.  See 6331(a).

NOTE:  The result demonstrated is that none of the IRS regulations have ever
complied with the APA to be substantive regulations and as also proven when
they were all republished in 1960, they were interpretative regulations.  All of the regulations 
since the republishing will state they are interpretative (some) and all of the rest will 
state that they are not in compliance with 5 U.S.C. § 553(b) taking exception, therefore
conclusively in the public record confirming that regulations IS NOT an “substantive
regulations in compliance with 5 U.S.C. § 553(b)(c)(d).  See the holding in Chrysler v. Brown,
441 U.S. 281 (1979).  This can ONLY be found in the publications in the Federal Register for 
the particular CFRs.   Do not be fooled when the IRS has comment periods as they still do 
not pass muster to be ”substantive regulations.”

IRS Regulations are all 
Interpretative Regulations
Having no force and effect
of law.

19 FR 5167-68 “in part” is published in  volume 1 of the 13 volumes of the CFRs for Part 1, Individual Income Taxes (Contains §§ 1.0 to 
1.60) every year leaving out Paragraph 4 (below, infra) that states the IRS is not going to do APA; and,  therefore the IRS by ADMIS-
SION conclusively confirms that all of the Pt. 1 Individual Income Tax  regulations are ALL “interpretative” and not “substantive” 
regulations, i.e., having no “force and effect of law” and creating no “known legal duty.” 

“Paragraph 4 - Because this Treasury decision merely provides for the continuance of existing rules pending action, it is hereby found that 
it is impracticable and contrary to the public interest to incur the delay which would result if this Treasury decision were issued with 
the notice and public procedurethereon under section 4 (a) of the Administrative Procedure Act, approved June 11, 1946 or subject 
to the effective date limitation of section 4 (c) of  said act.” 
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