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so long as the partner retains any in-
terest in the partnership. Also, the
privilege is not terminated by a trans-
action falling within the provisions of
section 381(a) of the Code if, under sec-
tion 5(d) of the Act, the acquiring cor-
poration is required to take into ac-
count the unpaid portion of the net in-
crease in tax. In such a case the privi-
lege may be continued by the acquiring
corporation in the same manner and
under the same conditions as though it
were the distributor or transferor cor-
poration.

(e) Redetermination of tax subsequent
to exercise of installment election. Sec-
tion 4(d) of the Act provides that where
a taxpayer has elected to pay the net
increase in tax in installments and
thereafter it becomes necessary to re-
determine the taxpayer’s tax for any
taxable year to which the election pro-
vided by section 4(a) of the Act applies,
then the net increase in tax shall be re-
determined. Where the redetermina-
tion does not involve adjustments af-
fecting the treatment of dealer reserve
income, then the net increase in tax
previously computed will not be dis-
turbed. The net increase in tax is lim-
ited to the amount of tax computed
under section 4(b)(2) of the Act as a re-
sult of the change in treatment ac-
corded dealer reserve income. If the re-
determination of tax for any taxable
year to which the election applies re-
sults in an addition to the net increase
in tax previously computed, then such
addition shall be prorated to all of the
installments whether paid or unpaid.
The part of the addition, prorated to
installments which are not yet due,
shall be collected at the same time as,
and as a part of, such installments. The
part of the addition prorated to install-
ments, the time for payment of which
has arrived, shall be paid upon notice
and demand from the district director.
Under section 4(g) of the Act, failure to
make such payment within 10 days
after issuance of notice and demand
will terminate the installment privi-
lege. The imposition of interest on the
addition to the net increase in tax as a
result of the redetermination will be
determined in the same manner as in-
terest on the previously computed net
increase in tax. Thus, no interest will
be imposed on the amount of the addi-
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tion to the net increase in tax prorated
to installments not yet due unless the
installment privilege is terminated
under subsection (f) or (g) of section 4
of the Act. If a reduction in the net in-
crease in tax results from a redeter-
mination of tax for any taxable year to
which the election applies, the entire
amount of such reduction shall, in ac-
cordance with the provisions of section
6403 of the Code (relating to overpay-
ment of installments), be prorated to
the installments which are not yet due,
resulting in a pro rata reduction in
each of such installments. Where the
redetermination does not involve ad-
justments pertaining to dealer reserve
income, then any resulting deficiency
pertaining to the year to which the
election applies will be assessed and
collected, in accordance with the appli-
cable provisions of the Code (or cor-
responding provisions of prior law)
without regard to any election made
under the Act.

(f) Periods of limitation. Section 4(h) of
the Act provides that where there is an
extension of time for payment of tax
under the provisions of section 4(b) of
the Act, the running of the periods of
limitation provided by section 6502 of
the Code (or corresponding provisions
of prior law) for collection of such tax
is suspended for the period of time for
which the extension is granted.

[T.D. 6490, 25 FR 8372, Sept. 1, 1960]

§1.9002-5 Special rules relating to in-
terest.

(@) In general. Where an election is
made under section 4(a) of the Act in-
terest is computed under section 6601 of
the Code (or corresponding provisions
of prior law) on any increase in tax at-
tributable to such election for each
taxable year involved for the period
from the last date prescribed for pay-
ment of the tax for such year (deter-
mined without regard to any exten-
sions of time for filing the return)
through the date preceding the date on
which the election is made. Where the
election under section 4(a) of the Act
results in a decrease in tax for any
year to which the election applies, in-
terest is computed in accordance with
section 6611 of the Code (or cor-
responding provisions of prior law)
from the date of overpayment through
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the date preceding the date on which
the election is made. Where there is a
net increase in tax as a result of the
election under section 4(a) of the Act,
no interest shall be imposed on any un-
derpayment (and no interest shall be
paid on any overpayment) attributable
to the dealer reserve income adjust-
ment for any year to which the elec-
tion applies for the period commencing
with the date such election is made and
ending on the date prescribed for filing
the return (determined without regard
to extensions of time) for the taxable
year in which the election is made.
This rule applies regardless of whether
the election under section 4(b) of the
Act is made. If there is no net increase
in tax, interest on any underpayment
or overpayment attributable to the
dealer reserve income adjustment for
any taxable year to which the election
applies for the period commencing with
the date of the election shall be deter-
mined in accordance with §§301.6601-1
and 301.6611-1 of this chapter (Regula-
tions on Procedure and Administra-
tion).

(b) Installment period—(1) Where pay-
ment is not accelerated. If the election
under section 4(b) of the Act is made to
pay the net increase in tax in install-
ments, no interest will be imposed on
such net increase in tax for the period
beginning with the due date fixed
under section 4(c) of the Act for the
first installment payment and ending
with the date fixed under such section
for the last installment payment un-
less payment of the unpaid install-
ments is accelerated under other provi-
sions of the Act. See subsections (f) and
(g) of section 4 of the Act.

(2) Where payment is accelerated.
Where payment of the unpaid install-
ments is accelerated because of the ter-
mination of the installment privilege,
interest will be computed under section
6601 of the Code on the entire unpaid
net increase in tax for the applicable
period set forth below:

(i) In the case of acceleration under
section 4(f) of the Act for reasons other
than nonpayment of an installment,
from the date of the notice and demand
for payment of the unpaid tax to the
date of payment; or

(i) In the case of acceleration under
section 4(g) of the Act for nonpayment
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of an installment, from the date fixed
for payment of the installment to the
date of payment.

When payment is accelerated under
section 4(f) of the Act, however, no in-
terest will be charged where payment
of the unpaid installments is made
within 10 days of issuance of the notice
and demand for such payment.

[T.D. 6490, 25 FR 8373, Sept. 1, 1960]

§1.9002-6 Acquiring corporation.

Section 5(d) of the Act provides that
for purposes of such Act in the case of
the acquisition of the assets of a cor-
poration by another corporation in a
distribution or transfer described in
section 381(a) of the Code the acquiring
corporation shall be treated as if it
were the distributor or transferor cor-
poration.

[T.D. 6490, 25 FR 8373, Sept. 1, 1960]

§1.9002-7 Statute of limitations.

(a) Extension of period for assessment
and refund or credit. Under section 5(e)
of the Act, if an election is made to
have the Act apply, and if the assess-
ment of any deficiency, or the refund
or credit of any overpayment attrib-
utable to the election, for any taxable
year to which the Act applies was not
prevented on June 21, 1959, by the oper-
ation of any law or rule of law (except
as provided in paragraph (b) of this sec-
tion, relating to closing agreements
and compromises), but would be so pre-
vented prior to September 1, 1961, the
period within which such assessment,
or such refund or credit, may be made
with respect to such taxable year shall
not expire prior to September 1, 1961.
An election under either section 3 or 4
of the Act will be considered to be a
consent to the extension of the period
of limitation for purposes of assess-
ment for any year to which the Act ap-
plies. Thus, for example, if, as the re-
sult of an election under section 4(a) of
the Act, assessment of a deficiency for
the taxable year 1955 was not prevented
by the statute of limitations, a judicial
decision that had become final, or oth-
erwise, on June 21, 1959, but would (ex-
cept for section 5(e) of the Act) be pre-
vented on a later date, as for instance
September 1, 1959, then for purposes of

623



