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Internal Revenue Service, Treasury 

(ii) He must have property subject to 
execution of a current market value, 
above all encumbrances, equal to at 
least the penalty of the bond; 

(iii) All real property which he offers 
as security must be located in the 
State in which the principal place of 
business or legal residence of the pri
mary obligor is located; 

(iv) He must agree not to mortgage, 
or otherwise encumber, any property 
offered as security while the bond con
tinues in effect without first securing 
the permission of the district director; 
and 

(v) He must file with the bond, and 
annually thereafter so long as the bond 
continues in effect, an affidavit as to 
the adequacy of his security, executed 
on the appropriate form furnished by 
the district director. 
Partners may not act as sureties upon 
bonds of their partnership. Stock
holders of a corporate principal may be 
accepted as sureties provided their 
qualifications as such are independent 
of their holdings of the stock of the 
corporation. 

(4) Adequacy of surety. No surety or 
security shall be accepted if it does not 
adequately protect the interest of the 
United States. 

(c) Bonds required by Internal Revenue 
Code of 1939. This section shall also 
apply in the case of bonds required 
under the Internal Revenue Code of 
1939 (other than sections 1423(b) and 
1145) or under the regulations under 
such Code. 

(d) Bonds required under subtitle E and 
chapter 75 of the Internal Revenue Code 
of 1954. Bonds required under subtitle E 
and chapter 75, subtitle F, of the Inter
nal Revenue Code of 1954 (or under the 
corresponding provisions of the Inter
nal Revenue Code of 1939) shall be in 
such form and with such surety or 
sureties as are prescribed in the regula
tions in subchapter E of this chapter 
(Alcohol, Tobacco, and Other Excise 
Taxes). 

[32 FR 15241, Nov. 3, 1967, as amended by T.D. 
7239, 37 FR 28628, Dec. 28, 1972] 

§ 301.7102–1 Single bond in lieu of mul
tiple bonds. 

(a) In general. Except as provided in 
paragraph (b) of this section, a person 
who is required, or authorized, under 

§ 301.7121–1 

the Code (other than sections 6803(a)(1) 
and 7485), or under any rules or regula
tions under the Code, to execute two or 
more bonds may, in the discretion of 
the district director, furnish a single 
bond in lieu of such two or more bonds 
but only if such single bond meets all 
the conditions and requirements pre
scribed for each of the separate bonds 
which it replaces. This section shall 
also apply in the case of bonds required 
or authorized under the Internal Rev
enue Code of 1939 (other than sections 
1423(b) and 1145) or under the regula
tions under such Code. 

(b) Bonds required under subtitle E and 
chapter 75 of the Internal Revenue Code 
of 1954. In the case of bonds required 
under subtitle E and chapter 75, sub
title F, of the Internal Revenue Code of 
1954 (or under the corresponding provi
sions of the Internal Revenue Code of 
1939), a single bond will not be accepted 
in lieu of two or more bonds except as 
provided in the regulations in sub
chapter E of this chapter (Alcohol, To
bacco, and Other Excise Taxes). 

Closing Agreements and

Compromises 


§ 301.7121–1 Closing agreements. 

(a) In general. The Commissioner may 
enter into a written agreement with 
any person relating to the liability of 
such person (or of the person or estate 
for whom he acts) in respect of any in
ternal revenue tax for any taxable pe
riod ending prior or subsequent to the 
date of such agreement. A closing 
agreement may be entered into in any 
case in which there appears to be an 
advantage in having the case perma
nently and conclusively closed, or if 
good and sufficient reasons are shown 
by the taxpayer for desiring a closing 
agreement and it is determined by the 
Commissioner that the United States 
will sustain no disadvantage through 
consummation of such an agreement. 

(b) Scope of closing agreement—(1) In 
general. A closing agreement may be 
executed even though under the agree
ment the taxpayer is not liable for any 
tax for the period to which the agree
ment relates. There may be a series of 
closing agreements relating to the tax 
liability for a single period. 

495 




VerDate Aug<31>2005 09:20 May 23, 2007 Jkt 211100 PO 00000 Frm 00506 Fmt 8010 Sfmt 8010 Y:\SGML\211100.XXX 211100

§ 301.7122–0 

(2) Taxable periods ended prior to date 
of closing agreement. Closing agree
ments with respect to taxable periods 
ended prior to the date of the agree
ment may relate to the total tax liabil
ity of the taxpayer or to one or more 
separate items affecting the tax liabil
ity of the taxpayer, as, for example, 
the amount of gross income, deduction 
for losses, depreciation, depletion, the 
year in which an item of income is to 
be included in gross income, the year 
in which an item of loss is to be de
ducted, or the value of property on a 
specific date. A closing agreement may 
also be entered into for the purpose of 
allowing a deficiency dividend deduc
tion under section 547. In addition, a 
closing agreement constitutes a deter
mination as defined by section 1313. 

(3) Taxable periods ending subsequent 
to date of closing agreement. Closing 
agreements with respect to taxable pe
riods ending subsequent to the date of 
the agreement may relate to one or 
more separate items affecting the tax 
liability of the taxpayer. 

(4) Illustration. The provisions of this 
paragraph may be illustrated by the 
following example: 

Example. A owns 500 shares of stock in the 
XYZ Corporation which he purchased prior 
to March 1, 1913. A is considering selling 200 
shares of such stock but is uncertain as to 
the basis of the stock for the purpose of com
puting gain. Either prior or subsequent to 
the sale, a closing agreement may be entered 
into determining the market value of such 
stock as of March 1, 1913, which represents 
the basis for determining gain if it exceeds 
the adjusted basis otherwise determined as 
of such date. Not only may the closing agree
ment determine the basis for computing gain 
on the sale of the 200 shares of stock, but 
such an agreement may also determine the 
basis (unless or until the law is changed to 
require the use of some other factor to deter
mine basis) of the remaining 300 shares of 
stock upon which gain will be computed in a 
subsequent sale. 

(c) Finality. A closing agreement 
which is approved within such time as 
may be stated in such agreement, or 
later agreed to, shall be final and con
clusive, and, except upon a showing of 
fraud or malfeasance, or misrepresen
tation of a material fact: 

(1) The case shall not be reopened as 
to the matters agreed upon or the 
agreement modified by any officer, em
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ployee, or agent of the United States, 
and 

(2) In any suit, action, or proceeding, 
such agreement, or any determination, 
assessment, collection, payment, 
abatement, refund, or credit made in 
accordance therewith, shall not be an
nulled, modified, set aside, or dis
regarded. 
However, a closing agreement with re
spect to a taxable period ending subse
quent to the date of the agreement is 
subject to any change in, or modifica
tion of, the law enacted subsequent to 
the date of the agreement and made ap
plicable to such taxable period, and 
each closing agreement shall so recite. 

(d) Procedure with respect to closing 
agreements—(1) Submission of request. A 
request for a closing agreement which 
relates to a prior taxable period may be 
submitted at any time before a case 
with respect to the tax liability in
volved is docketed in the Tax Court of 
the United States. All closing agree
ments shall be executed on forms pre
scribed by the Internal Revenue Serv
ice. The procedure with respect to re
quests for closing agreements shall be 
under such rules as may be prescribed 
from time to time by the Commis
sioner in accordance with the regula
tions under this section. 

(2) Collection, credit, or refund. Any 
tax or deficiency in tax determined 
pursuant to a closing agreement shall 
be assessed and collected, and any 
overpayment determined pursuant 
thereto shall be credited or refunded, 
in accordance with the applicable pro
visions of law. 
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