§1.6425-2

with the internal revenue officer des-
ignated in instructions applicable to
such form.

[T.D. 7059, 35 FR 14546, Sept. 17, 1970]

§1.6425-2 Computation of adjustment
of overpayment of estimated tax.

(a) Income tax liability defined. For
purposes of §§1.6425-1 through 1.6425-3
and 1.6655-5, relating to excessive ad-
justment, the term ‘‘income tax liabil-
ity’”’ means the excess of:

(1) The tax imposed by section 11 or
1201(a), or subchapter L of chapter 1 of
the Code, whichever is applicable, over

(2) The credits against tax provided
by part IV of subchapter A of chapter 1
of the code.

(b) Computation of adjustment. The
amount of an adjustment under section
6425 is an amount equal to the excess of
the estimated income tax paid by the
corporation during the taxable year
over the amount which, at the time of
filing Form 4466, the corporation esti-
mates as its income tax liability for
the taxable year.

[T.D. 7059, 35 FR 14547, Sept. 17, 1970]

§1.6425-3 Allowance of adjustments.

(a) Limitation. No application under
section 6425 shall be allowed unless the
amount of the adjustment is (1) at
least 10 percent of the amount which,
at the time of filing Form 4466 the cor-
poration estimates as its income tax li-
ability for the taxable year, and (2) at
least $500.

(b) Time prescribed. The Internal Rev-
enue Service shall act upon an applica-
tion for an adjustment of overpayment
of estimated income tax within a pe-
riod of 45 days from the date on which
such application is filed.

(¢) Examination. Within the 45-day pe-
riod described in paragraph (b) of this
section, the Internal Revenue Service
shall make, to the extent it deems
practicable in such period, a limited
examination of the application to dis-
cover omissions and errors therein. The
Service shall calculate the adjustment,
which calculation must be set forth in
the application for such adjustment, in
the manner provided in section
6425(c)(2) for the determination by the
corporation of such adjustment. The
Service, however, may correct any ma-
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terial error or omission that is discov-
ered upon examination of the applica-
tion. In determining the adjustment,
the Service may correct any mathe-
matical error appearing on the applica-
tion, and it may likewise make any
modification required by the law to
correct the corporation’s computation
of the adjustment. If the required
modification has not been made by the
corporation and the Service has avail-
able the mnecessary information to
make such modification within the 45-
day period, it may make such modi-
fication. The examination of the appli-
cation and the allowance of the adjust-
ment shall not prejudice any right of
the Service to claim later that the ad-
justment was improper.

(d) Disallowance in whole or in part. If
the Internal Revenue Service finds that
an application for an adjustment of
overpayment of estimated tax contains
material omissions or errors, the Serv-
ice may disallow such application in
whole or in part without further ac-
tion. If, however, the Service deems
that any omission or error can be cor-
rected by it within the 45-day period, it
may do so and allow the application in
whole or in part. In the case of a dis-
allowance or modification, the Service
shall notify the corporation of such ac-
tion. The Service’s determination as to
whether it can correct any omission or
error shall be conclusive. Similarly, its
action in disallowing, in whole or in
part, any application for an adjustment
of overpayment of estimated income
tax shall be final and may not be chal-
lenged in any proceeding. The corpora-
tion in such case, however, may file a
claim for credit or refund under section
6402, and may maintain a suit based on
such claim if it is disallowed or if the
Service does not act upon the claim
within 6 months from the date it is
filed.

(e) Application of adjustment. If the In-
ternal Revenue Service allows the ad-
justment, it may first credit the
amount of the adjustment against any
liability in respect of an internal rev-
enue tax on the part of the corporation
which is due and payable on the date of
the allowance of the adjustment before
making payment of the balance to the
corporation. In such a case, the Service
shall notify the corporation of the
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