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respect to the accumulated earnings 
tax imposed by section 531 may be sent 
by registered mail (or by certified or 
registered mail, if the notification is 
mailed after September 2, 1958) to the 
taxpayer at any time before the mail-
ing of the notice of deficiency in the 
case of a taxable year beginning after 
December 31, 1953, and ending after Au-
gust 16, 1954. See § 1.534–4 for rules re-
lating to taxable years subject to the 
Internal Revenue Code of 1939. See sec-
tion 534(d) and § 1.534–3 with respect to 
a notification in the case of a jeopardy 
assessment. 

(d) Statement by taxpayer. (1) A tax-
payer who has received a notification, 
as provided in section 534(b) and para-
graph (c) of this section, that the pro-
posed notice of deficiency includes an 
amount with respect to the accumu-
lated earnings tax imposed by section 
531, may, under section 534(c), submit a 
statement that all or any part of the 
earnings and profits of the corporation 
have not been permitted to accumulate 
beyond the reasonable needs of the 
business. Such statement shall set 
forth the ground or grounds (together 
with facts sufficient to show the basis 
thereof) on which the taxpayer relies 
to establish that there has been no ac-
cumulation of earnings and profits be-
yond the reasonable needs of the busi-
ness. See paragraphs (a) and (b) of this 
section for rules concerning the effect 
of the statement with respect to bur-
den of proof. See §§ 1.537–1 to 1.537–3, in-
clusive, relating to reasonable needs of 
the business. 

(2) The taxpayer’s statement, under 
section 534(c) and this paragraph, must 
be submitted to the Internal Revenue 
office which issued the notification (re-
ferred to in section 534(b) and para-
graph (c) of this section) within 60 days 
after the mailing of such notification. 
If the taxpayer is unable, for good 
cause, to submit the statement within 
such 60-day period, an additional period 
not exceeding 30 days may be granted 
upon receipt in the Internal Revenue 
office concerned (before the expiration 
of the 60-day period provided herein) of 
a request from the taxpayer, setting 
forth the reasons for such request. See 
section 534(d) and § 1.534–3 with respect 
to a statement in the case of a jeop-
ardy assessment. 

§ 1.534–3 Jeopardy assessments in Tax 
Court cases. 

In the case of a jeopardy assessment, 
a notice of deficiency is required to be 
sent to the taxpayer by registered mail 
(or by certified or registered mail, if 
the notice is mailed after September 2, 
1958) within 60 days after the making of 
the assessment. See section 6861. If a 
jeopardy assessment is made before the 
mailing of the deficiency notice, then 
in the case of a proceeding in the Tax 
Court, if the deficiency notice informs 
the taxpayer that an amount of accu-
mulated earnings tax is included in the 
deficiency, such notice shall constitute 
the notification provided for in section 
534(b) and paragraph (c) of § 1.534–2. 
Under such circumstances the state-
ment described in section 534(c) and 
paragraph (d) of § 1.534–2 shall instead 
be included in the taxpayer’s petition 
to the Tax Court, if the taxpayer de-
sires to submit such statement. See 
paragraph (b) of § 1.534–2, relating to 
burden of proof on the taxpayer. 

§ 1.535–1 Definition. 

(a) The accumulated earnings tax is 
imposed by section 531 on the accumu-
lated taxable income. Accumulated 
taxable income is the taxable income 
of the corporation with the adjust-
ments prescribed by section 535(b) and 
§ 1.535–2, minus the sum of the divi-
dends paid deduction and the accumu-
lated earnings credit. See section 561 
and the regulations thereunder, relat-
ing to the definition of the deduction 
for dividends paid, and section 535(c) 
and § 1.535–3, relating to the accumu-
lated earnings credit. 

(b) In the case of a foreign corpora-
tion, whether resident or nonresident, 
which files or causes to be filed a re-
turn, the accumulated taxable income 
shall be the taxable income from 
sources within the United States with 
the adjustments prescribed by section 
535(b) and § 1.535–2 minus the sum of the 
dividends paid deduction and the accu-
mulated earnings credit. In the case of 
a foreign corporation which files no re-
turn, the accumulated taxable income 
shall be the gross income from sources 
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