[ 4830- 01- u]

DEPARTMENT OF THE TREASURY
I nternal Revenue Service
26 CFR Part 301

[ TD 8911]

RI'N 1545- AV92

Relief for Service in Conbat Zone and for Presidentially Declared
D saster

AGENCY: Internal Revenue Service (IRS), Treasury.

ACTION:  Final regul ations.
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t he postponenent of certain tax-related deadlines due either to
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Thi s docunent contains anmendnents to the Regul ati ons on
Procedure and Adm nistration (26 CFR part 301) under section 7508
of the Internal Revenue Code (Code), relating to postponenent of
certain acts by reason of service in a conbat zone, and section
7508A, relating to postponenent of certain tax-rel ated deadlines
by reason of a Presidentially declared disaster. Section 7508A
was added to the Code by section 911 of the Taxpayer Relief Act
of 1997, Public Law 105-34 (111 Stat. 788), effective for any
period for perform ng an act that has not expired before August
5, 1997.

A notice of proposed rul emaki ng (REG 101492-98) was
published in the Federal Register (64 FR 73444) on Decenber 30,
1999. No public hearing was requested or held. One conment
| etter was received. After consideration of the coments, the
proposed regul ati ons are adopted as nodified by this Treasury
decision. The coments are di scussed bel ow.

Summary of Comments

1. | RA and Pensi on Contri bution Deadlines

Section 301. 7508A-1(c) (1) of the proposed regulations lists
vari ous tax-rel ated deadlines that may be postponed. The
comment at or recommends that deadlines for contributions to an
i ndi vidual retirement account (IRA) or a pension plan be added to
the list. The final regul ations adopt this recommendati on and
al so add the deadline for rollover contributions.

2. Notification of IRS Wien Taxpayer Mywves Qut of D saster Area
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The conmment at or suggests that the I RS develop a sinple
procedure for taxpayers to notify the I RS when they nove out of a
Presidentially declared disaster area. The comentator believes
that the notification would ensure that relief under section
7508A w Il automatically apply to a taxpayer who has noved out of
a Presidentially declared disaster area. Such taxpayers could
al so be advised of any further relevant filing guidance regarding
t he di saster.

The final regul ations do not adopt this suggestion because
It 1s not necessary for taxpayers noving out of a disaster area
to notify the IRS to obtain relief under section 7508A. Wen a
Presidentially decl ared di saster occurs, the I RS nakes a deci sion
whether to grant relief to taxpayers affected by the disaster.
If a decision is nade to grant relief, the IRS identifies nost
affected taxpayers located in the disaster area and pl aces a
mar ker on the affected tax accounts. A subsequent change of
address will not renove the marker fromthe tax account. Thus,
an affected taxpayer who rel ocates outside a disaster area wl|l
still automatically receive disaster relief.

Because the IRS may not be able to identify all taxpayers

potentially affected by a Presidentially declared disaster, sone

t axpayers may have to identify thenselves to the IRS to receive
relief. To ensure that they receive the relief for which they

are eligible, the IRS typically issues public guidance, such as a
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news rel ease, that describes howto claimrelief. The guidance
I nstructs taxpayers how to note on their tax return that they are
affected taxpayers, and what, if any, additional information
shoul d be attached. Wen the IRS processes these tax returns, it
manual |y places the disaster relief marker on the tax account.
Subsequent changes of address will not affect the grant of
relief.

3. Definition of Affected Taxpayer

The regul ations list seven types of affected taxpayers,
I ncl udi ng “any busi ness whose principal place of business is
| ocated in a covered disaster area.” The commrentator recomrends
that this definition be expanded to include all owners of a
busi ness.
The final regulations do not adopt this recommendation. The

| RS and Treasury Departnent believe that the definition of

affected taxpayer in the proposed regulations is sufficiently
broad to cover all taxpayers within the intended scope of section
7508A. Although the final regulations do not provide a specific
rul e for business owners (other than sole proprietors), the IRS
may nonet hel ess make a determ nati on based on the facts and
circunstances in a particular case that a business owner is an

af fected taxpayer under either 8301. 7508A-1(d) (1) (iv), which
applies to an individual whose principal residence is not |ocated
In a disaster area, but whose records necessary to neet the

deadline for a specified act are maintained in a covered disaster
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area, or under 8301.7508A-1(d)(1)(vii), which applies to any

ot her person determned by the IRS to be affected by a
Presidentially declared disaster. For exanple, in the case of a
partnership, it is expected that partners whose ability to neet a
deadline is significantly affected by a Presidentially decl ared
disaster will be granted relief.

4. Deadline for Tax Deposits

The commentator al so recommends that the deadline for tax
deposits under section 6302 be added to the list. The
comment ator states that no distinction should be drawn between
tax paynents and tax deposits and that allow ng a postponenent of
deposits woul d be | ess cunbersone than waiving the section 6656
deposit penalties for reasonable cause. To the contrary, due to
the frequency with which tax deposits are due, the IRS believes
it would be nore adm nistratively cunbersone to defer those
deadl i nes. However, in cases where taxpayers are unable to nake
tinmely tax deposits under section 6302 because of a
Presidentially declared disaster, the IRS will consider a
reasonabl e cause wai ver of the section 6656 failure to deposit
penalty on a case by case basis. The IRS believes such a system
Is nore adm nistrable. Thus, this comment has not been adopted
by the final regulations.

Expl anati on of O her Revi sions
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Section 301. 7508A-1(c) (1) of the final regulations expands
the acts for which disaster relief is available to include: the
filing of generation-skipping transfer tax returns; the paynent
of generation-skipping transfer tax; and the filing of any
petition with the Tax Court.

Sections 301. 7508A-1(d)(1)(ii) and (iv) of the final

regul ati ons have been revised to clarify that affected taxpayer

I ncl udes any business entity or sole proprietor whose principal
pl ace of business is |located in a covered disaster area.

Exanple 5 of the final regulations clarifies the application
of section 7508A to the | ookback period in section 6511(b)(2)(A).
This period limts the anbunt that nmay be refunded to the
taxpayer when a tinely claimis filed under section 6511(a). In
Exanple 5, Hand Wtinely file their 2001 i ncone tax return on
April 15, 2002. Exanple 5 states that an anmended return for 2001
will be tinmely if it is filed on or before July 14, 2005. As
clarified by the final regulations, Exanple 5 further states that
the section 6511(b)(2)(A) |ookback period runs fromJuly 14,

2005, back to April 15, 2002. Thus, the taxpayers are allowed a
refund of estimated tax and tax withheld fromwages for 2001,
deened paid on April 15, 2002, under section 6513(b).

The final regulations also clarify Exanples 6 and 7. Under
8301. 7508A-1(f) of the final regulations, if there is an
extension of tinme to file income tax returns under section 6081

and to pay incone tax with respect to such returns under section
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6161, and a postponenent of tax-rel ated deadlines under section
7508A, interest on an underpaynent that arises during such period
I s abated under section 6404(h) for the period of tine

di sregarded under section 7508A. This is illustrated by Exanple
8. By contrast, in Exanples 6 and 7, extensions were not granted
under sections 6081 and 6161 and interest was not abated under
section 6404(h). Therefore, in Exanples 6 and 7, no interest
abat ement woul d be permtted regardl ess of whether the

under paynent arose before or during the extension period.

Therefore, Exanples 6 and 7 are anended by renoving the statenent
that interest is not abated “because the underpaynent arose prior
to the extension period” and clarifying that because no
extensi ons under sections 6081 and 6161 were granted, interest
was not abated under section 6404(h).
Speci al Anal yses

It has been determi ned that these final regul ations are not
a significant regulatory action as defined in Executive O der
12866. Therefore, a regulatory assessnent is not required. It
al so has been determ ned that section 553(b) of the
Adm ni strative Procedure Act (5 U.S.C chapter 5) does not apply
to these regul ati ons, and because these regul ati ons do not inpose
a collection of information on small entities, the Regul atory
Flexibility Act (5 U.S.C. chapter 6) does not apply. Pursuant to

section 7805(f) of the Code, the notice of proposed rul emaking
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precedi ng these final regulations was submtted to the Chief
Counsel for Advocacy of the Small Business Adm nistration for
coment on their inpact on small business.
Drafting Information

The principal author of these regulations is Bridget E
Fi nkenaur, O fice of Associate Chief Counsel, Procedure and
Adm ni stration (Adm nistrative Provisions and Judicial Practice
Division). However, other personnel fromthe IRS and Treasury
Departnment participated in their devel opnent.
Li st of Subjects in 26 CFR Part 301

Enpl oynent taxes, Estate taxes, Excise taxes, Gft taxes,
I ncome taxes, Penalties, Reporting and recordkeeping
requirenents.
Amendnents to the Regul ations

Accordingly, 26 CFR part 301 is anended as foll ows:
PART 301- - PROCEDURE AND ADM NI STRATI ON

Paragraph 1. The authority citation for part 301 is anmended
by adding entries in nunerical order to read in part as follows:

Authority: 26 U.S.C. 7805 * * *

Section 301.7508-1 al so i ssued under 26 U. S.C.
7508(a) (1) (K);

Section 301. 7508A-1 al so i ssued under 26 U.S.C.
7508(a) (1) (K) and 7508A(a); * * *

Par. 2. Section 301.7508-1 is added to read as foll ows:
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§301. 7508-1 Tine for performng certain acts postponed by reason

of service in a conbat zone.

(a) Ceneral rule. The period of time that may be

di sregarded for performng certain acts under section 7508
applies to acts described in section 7508(a)(1) and to other acts
specified in a revenue ruling, revenue procedure, notice, or

ot her gui dance published in the Internal Revenue Bulletin (see
§601. 601(d)(2) of this chapter).

(b) Effective date. This section applies to any period for

performng an act that has not expired before Decenber 30, 1999.
Par. 3. Section 301.7508A-1 is added to read as foll ows:

§301. 7508A-1 Postponenent of certain tax-related deadlines by

reason of Presidentially declared disaster.

(a) Scope. This section provides rules by which the
I nternal Revenue Service (IRS) may postpone deadlines for
performng certain acts with respect to taxes other than taxes
not adm ni stered by the IRS such as firearns tax (chapter 32,
section 4181); harbor maintenance tax (chapter 36, section 4461);
and al cohol and tobacco taxes (subtitle E)

(b) Postponed deadlines. For any tax, penalty, additional

anount, or addition to the tax of an affected taxpayer (as
defined in paragraph (d)(1) of this section), the IRS may
disregard a period of up to 90 days in determ ning, under the

i nternal revenue | aws--
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(1) Whether any or all of the acts described in paragraph
(c) of this section were performed within the tinme prescribed,
and

(2) The anount of any credit or refund.

(c) Acts for which a period may be disregarded--(1) Acts

perfornmed by taxpayers. Paragraph (b) of this section applies to

the follow ng acts perfornmed by affected taxpayers (as defined in
paragraph (d)(1) of this section)--

(i) Filing any return of incone tax, estate tax, gift tax,
generation-ski pping transfer tax, excise tax (other than firearns
tax (chapter 32, section 4181); harbor maintenance tax (chapter
36, section 4461); and al cohol and tobacco taxes (subtitle E)),
or enploynment tax (including income tax wthheld at source and
I ncome tax inposed by subtitle C or any | aw superseded thereby);

(ii1) Paying any incone tax, estate tax, gift tax,
generation-ski pping transfer tax, excise tax (other than firearns
tax (chapter 32, section 4181); harbor nmaintenance tax (chapter
36, section 4461); and al cohol and tobacco taxes (subtitle E)),
enpl oynent tax (including income tax withheld at source and
I ncome tax inposed by subtitle C or any | aw superseded thereby),
any installnment of those taxes (including paynent under section
6159 relating to installnment agreenents), or of any other
liability to the United States in respect thereof, but not
I ncl udi ng deposits of taxes pursuant to section 6302 and the

regul ati ons under section 6302;
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(iii1) Making contributions to a qualified retirenent plan
(within the neaning of section 4974(c)) under section 219(f)(3),
404(a)(6), 404(h)(1)(B), or 404(m(2); making distributions under
section 408(d)(4); recharacterizing contributions under section
408A(d) (6); or making a rollover under section 402(c), 403(a)(4),
403(b) (8), or 408(d)(3);

(iv) Filing a petition with the Tax Court, or for review of
a decision rendered by the Tax Court;

(v) Filing a claimfor credit or refund of any tax;

(vi) Bringing suit upon a claimfor credit or refund of any
tax; and

(vii) Any other act specified in a revenue ruling, revenue
procedure, notice, announcenent, news release, or other guidance
published in the Internal Revenue Bulletin (see §601.601(d)(2) of
this chapter).

(2) Acts perforned by the governnent. Paragraph (b) of this

section applies to the followi ng acts perforned by the
gover nnent - -

(i) Assessing any tax;

(ii) Gving or nmaking any notice or demand for the paynent
of any tax, or with respect to any liability to the United States
I n respect of any tax;

(iii) Collecting by the Secretary, by levy or otherw se, of

the amount of any liability in respect of any tax;
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(iv) Bringing suit by the United States, or any officer on
its behalf, in respect of any liability in respect of any tax;

(v) Allowing a credit or refund of any tax;
and

(vi) Any other act specified in a revenue ruling, revenue
procedure, notice, or other guidance published in the |Internal
Revenue Bulletin (see §601.601(d)(2) of this chapter).

(d) Definitions--(1) Affected taxpayer neans—

(i) Any individual whose principal residence (for purposes
of section 1033(h)(4)) is located in a covered di saster area,

(i1) Any business entity or sole proprietor whose principal
pl ace of business is |located in a covered disaster area;

(iii1) Any individual who is a relief worker affiliated with
a recogni zed governnent or philanthropic organization and who is
assisting in a covered disaster area;

(iv) Any individual whose principal residence (for purposes
of section 1033(h)(4)), or any business entity or sole proprietor
whose principal place of business is not |ocated in a covered
di saster area, but whose records necessary to neet a deadline for
an act specified in paragraph (c) of this section are maintained
In a covered disaster area;

(v) Any estate or trust that has tax records necessary to
meet a deadline for an act specified in paragraph (c) of this

section and that are maintained in a covered di saster area;
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(vi) The spouse of an affected taxpayer, solely with regard
to a joint return of the husband and wife; or
(vii) Any other person determned by the IRS to be affected
by a Presidentially declared disaster (wthin the nmeaning of
section 1033(h)(3)).

(2) Covered disaster area neans an area of a Presidentially

decl ared di saster (within the neaning of section 1033(h)(3)) to
whi ch the I RS has determ ned paragraph (b) of this section
applies.

(e) Notice of postponenent of certain acts. |[|f any tax-

rel ated deadline is postponed under section 7508A and this
section, the IRS will publish a revenue ruling, revenue
procedure, notice, announcenent, news release, or other guidance
published in the Internal Revenue Bulletin (see §601.601(d)(2) of
this chapter) describing the acts postponed, the nunber of days
di sregarded with respect to each act, the tinme period to which

t he post ponenent applies, and the | ocation of the covered

di saster area. (@uidance under this paragraph (e) will be
publ i shed as soon as practicable after the declaration of a
Presidentially decl ared di saster.

(f) Abatenent of interest under section 6404(h). 1In the

case of a Presidentially declared disaster, if there is an
extension of time to file income tax returns under section 6081

and to pay incone tax with respect to such returns under section
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6161, and, in addition, a postponenent of tax-related deadlines
under section 7508A, interest on an underpaynent of incone tax
that arises during such period will be abated under section
6404(h) for the period of tinme disregarded under section 7508A in
addition to the period of time covered by the extension of tine
to file and the extension of tinme to pay.

(g) Exanples. The rules of this section are illustrated by
the foll ow ng exanpl es:

Exanple 1. (i) Corporation M a cal endar year taxpayer, has
Its principal place of business in County Ain State X. Pursuant
toatinely filed request for extension of tine to file,
Corporation Ms 1999 Form 1120, “U.S. Corporation |Incone Tax
Return,” is due on Septenber 15, 2000. Al so due on Septenber 15,
2000, is Corporation Ms third quarter estimted tax paynent for
2000. Corporation Ms 2000 third quarter Form 720, “Quarterly
Federal Excise Tax Return,” and third quarter Form 941,
“Enpl oyer’s Quarterly Federal Tax Return,” are due on Cctober 31,
2000. In addition, Corporation Mhas an enpl oynent tax deposit
due on Septenber 15, 2000.

(ii) On Septenber 1, 2000, a hurricane strikes County A. On
Sept enber 6, 2000, the President declares a disaster within the
meani ng of section 1033(h)(3). The IRS determ nes that County A
in State X is a covered disaster area and publishes gui dance
I nform ng taxpayers that for acts described in paragraph (c) of
this section that are required to be perfornmed within the period
begi nning on Septenber 1, 2000, and endi ng on Novenber 6, 2000,
90 days will be disregarded in determ ning whether the acts are
performed tinmely.

(ii11) Because Corporation Ms principal place of business is
in County A, Corporation Mis an affected taxpayer. Accordingly,
Corporation Ms 1999 Form 1120 will be filed tinely if filed on or
bef ore Decenber 14, 2000. Corporation Ms 2000 third quarter
estimated tax paynment will be nmade tinely if paid on or before
Decenber 14, 2000. |In addition, because excise and enpl oynent
tax returns are described in paragraph (c) of this section,
Corporation Ms 2000 third quarter Form 720 and third quarter Form
941 will be filed tinely if filed on or before January 29, 2001.
However, because deposits of taxes are excluded fromthe scope of
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paragraph (c) of this section, Corporation Ms enploynent tax
deposit is due on Septenber 15, 2000. In addition, Corporation
Ms deposits relating to the third quarter Form 720 are due

W t hout extension.

Exanple 2. The facts are the sane as in Exanple 1, except
that during 2000, Corporation Ms 1996 Form 1120 i s bei ng exam ned
by the IRS. Pursuant to a tinely filed request for extension of
time to file, Corporation Mtinely filed its 1996 Form 1120 on
Sept enber 15, 1997. Wthout application of this section, the
statute of l[imtations on assessnent for 1996 incone tax wl|
expire on Septenber 15, 2000. However, pursuant to paragraph (c)
of this section, assessnent of tax is one of the governnent acts
for which up to 90 days may be disregarded. The I RS determ nes
that an extension of the statute of Iimtations is necessary and
appropriate under these circunstances. Because the Septenber 15,
2000, expiration date of the statute of limtations on assessnent
falls within the period of the disaster as described in the IRSs
publ i shed gui dance, the 90 day period di sregarded under paragraph
(b) of this section begins on Septenber 16, 2000, and ends on
Decenber 14, 2000. Accordingly, the statute of limtations on
assessnent for Corporation Ms 1996 incone tax will expire on
Decenber 14, 2000.

Exanple 3. The facts are the sane as in Exanple 2, except
that the exam nation of the 1996 taxable year was conpl eted
earlier in 2000, and on July 28, 2000, the IRS nailed a statutory
notice of deficiency to Corporation M Wthout application of
this section, Corporation Mhas 90 days (or until Cctober 26,
2000) to file a petition with the Tax Court. However, pursuant
to paragraph (c) of this section, filing a petition with the Tax
Court is one of the taxpayer acts for which up to 90 days may be
di sregarded. Because Corporation Mis an affected taxpayer,
Corporation Ms petition to the Tax Court will be filed tinely if
filed on or before January 24, 2001.

Exanple 4. (i) Hand W individual cal endar year taxpayers,
intend to file a joint Form 1040, "U.S. Individual |Incone Tax
Return,” for the 2001 taxable year and are required to file a
Schedul e H, “Househol d Enpl oynent Taxes.” The joint return is due
on April 15, 2002. Hand Wfully and tinely paid all taxes for
the 2001 taxabl e year, including donestic service enpl oynent
taxes, through w thhol ding and estimted tax paynents. H s and
Ws principal residence is in County B in State Y.

(i) On April 2, 2002, a severe ice stormstrikes County B.
On April 5, 2002, the President declares a disaster within the
meani ng of section 1033(h)(3). The IRS determ nes that County B
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in State Y is a covered disaster area and publishes gui dance

I nform ng taxpayers that for acts described in paragraph (c) of
this section that are required to be perforned within the period
begi nning on April 2, 2002, and ending on April 19, 2002, 90 days
wi |l be disregarded in determ ning whether the acts are perforned
timely.

(iii) Because Hs and Ws principal residence is in County B,
H and Ware affected taxpayers. Because April 15, 2002, the due
date of Hs and Ws 2001 Form 1040 and Schedule H, falls within
the period of the disaster as described in the IRS published
gui dance, the 90 day period disregarded under paragraph (b) of
this section begins on April 16, 2002, and ends on July 14, 2002,
a Sunday. Pursuant to section 7503, if the |ast day for
perform ng an act falls on Saturday, Sunday, or a |egal holiday,
t he performance of the act shall be considered tinely if it is
performed on the next succeeding day that is not a Saturday,
Sunday, or |legal holiday. Accordingly, Hs and Ws 2001 Form 1040
and Schedule Hwill be filed tinely if filed on or before July
15, 2002.

Exanple 5. (i) Hand W residents of County Cin State Z,
want to file an anmended return to request a refund of 2001 taxes.
Hand Wtinely filed their 2001 incone tax return on April 15,
2002. Wthout application of section 7508A, under section
6511(a), H s and Ws anmended 2001 tax return nust be filed on or
before April 15, 2005.

(i) On April 1, 2005, an earthquake strikes County C. On
April 5, 2005, the President declares a disaster within the
meani ng of section 1033(h)(3). The IRS determ nes that County C
in State Zis a covered disaster area and publishes gui dance
I nform ng taxpayers that for acts described in paragraph (c) of
this section that are required to be perforned within the period
begi nning on April 1, 2005, and ending on April 19, 2005, 90 days
wi |l be disregarded in determ ning whether the acts are perforned
tinmely.

(ii1) Under paragraph (c) of this section, filing a claim
for refund of tax is one of the taxpayer acts for which up to 90
days may be disregarded. N nety days are di sregarded under
par agraph (b)(1) of this section beginning on April 16, 2005, and
ending on July 14, 2005. Accordingly, Hs and Ws claimfor
refund for 2001 taxes will be tinmely if filed on or before July
14, 2005. Moreover, in applying the | ookback period in section
6511(b)(2) (A), which imts the anmount of the allowabl e refund,
the period fromJuly 14, 2005, back to April 16, 2005, is
di sregarded under paragraph (b)(2) of this section. Thus, if the
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claimis filed on or before July 14, 2005, anounts deened paid on
April 15, 2002, under section 6513(b), such as estimted tax and
tax withheld fromwages, wll have been paid within the | ookback
peri od of section 6511(b)(2)(A).

Exanple 6. (i) L is an unmarried, cal endar year taxpayer
whose principal residence is located in County Rin State T. L
does not tinely file a 2001 Form 1040, “U.S. Individual Inconme Tax
Return,” which is due on April 15, 2002, and does not tinely pay
tax owed on that return. Absent reasonable cause, L is subject
to the failure to file and failure to pay penalties under section
6651 begi nning on April 16, 2002.

(ii) On May 10, 2002, a tornado strikes County R On My
14, 2002, the President declares a disaster within the neani ng of
section 1033(h)(3). The IRS determ nes that County Rin State T
Is a covered disaster area and publishes gui dance inform ng
taxpayers that for acts described in paragraph (c) of this
section that are required to be perforned within the period
begi nni ng on May 10, 2002, and ending on June 27, 2002, 90 days
wi |l be disregarded in determ ning whether the acts are tinely.

(iii) On May 31, 2002, L files a 2001 Form 1040, “U.S.
I ndi vi dual I ncone Tax Return,” and pays the tax owed for 2001.

(iv) Because L’s principal residence is in County R, L is an
affected taxpayer. For purposes of penalties under section 6651,
90 days are disregarded under paragraph (b) of this section
begi nni ng on May 10, 2002. Because L files the return on May 31,
2002, the penalties under section 6651 will run from April 16,
2002, until May 10, 2002. Because there is no extension of tine
to file returns under section 6081 and no extension of tinme to
pay under section 6161, interest is not abated under section
6404(h), and L is liable for the underpaynent interest for the
entire period of April 16, 2002, through May 31, 2002.

Exanple 7. The facts are the sane as in Exanple 6, except L
does not file the 2001 Form 1040 until Novenber 25, 2002. N nety
days are di sregarded under paragraph (b) of this section
begi nni ng on May 10, 2002, and endi ng on August 8, 2002.
Therefore, the section 6651 penalties will run fromApril 16,
2002, until My 10, 2002, and from August 9, 2002, until Novenber
25, 2002. Because there is no extension of tine to file returns
under section 6081 and no extension of tinme to pay under section
6161, interest is not abated under section 6404(h), and L will
remain |iable for underpaynent interest for the entire period of
April 16, 2002, through Novenber 25, 2002.
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Exanple 8. (i) Hand W individual cal endar year taxpayers,
intend to file a joint Form 1040, “U.S. Individual |Incone Tax
Return,” for the 2001 taxable year. The joint return is due on
April 15, 2002. After credits for w thhol ding under section 31
and estimted tax paynents, H and Wowe tax for the 2001 taxable
year. H's and Ws principal residence is in County Din State Q

(i) On March 1, 2002, severe flooding strikes County D. On
March 5, 2002, the President declares a disaster within the
meani ng of section 1033(h)(3). The IRS determ nes that County D
in State Qis a covered disaster area and publishes gui dance
I nform ng taxpayers that for acts described in paragraph (c) of
this section that are required to be perforned within the period
begi nni ng on March 1, 2002, and ending on April 25, 2002, 90 days
wi |l be disregarded in determ ning whether the acts are perforned
tinmely. The guidance also grants affected taxpayers an
addi tional 6-nonth extension of tinme to file returns under
section 6081 and an additional 6-nonth extension of tine to pay
under section 6161.
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(iii) Because Hs and Ws principal residence is in County D
H and Ware affected taxpayers. Pursuant to the published
gui dance, H and Whave until January 13, 2003, to file their
return and pay the tax. This date is conputed as follows: Under
sections 6081 and 6161, H and Ww ||l have an additional 6 nonths,
until October 15, 2002, to file and pay the tax. Further, under
paragraph (f) of this section, 90 days are disregarded in
determ ning the period of the extension. Therefore, Hs and Ws
return and paynent of tax will be tinely if filed and paid on or
before January 13, 2003. In addition, under section 6404(h),
under paynent interest under section 6601 is abated for the entire
period, fromApril 16, 2002, until January 13, 2003.

(h) Effective date. This section applies to disasters

decl ared after Decenber 30, 1999.

Robert E. Wenzel
Deputy Conm ssioner of Internal Revenue
Approved: Novenber 30, 2000

Jonat han Tal i sman
Acting Assistant Secretary of the Treasury



