§1.164-7

real property. Under the provisions of sec-
tion 164(d), only 180/365 (January 1-June 29,
1955) of the real property tax for the 1955 real
property tax year is treated as imposed on A,
and the excess of the amount of real prop-
erty tax for 1955 deducted by A, on his 1954
income tax return, over the 180/365 portion of
such tax treated as imposed on him under
section 164(d), must be included in gross in-
come in A’s 19556 income tax return, subject
to the provisions of section 111.

Example (2). In County Z the real property
tax year is the calendar year. The real prop-
erty tax becomes a personal liability of the
owner of real property on January 1 of the
current real property tax year, and is pay-
able on July 1 of the current real property
tax year. On May 1, 1955, A, the owner of real
property in County Z on January 1, 1955,
sells the real property to B. On November 1,
1955, B sells the same real property to C. B
uses the cash receipts and disbursements
method of accounting and reports his income
on the basis of a fiscal year ending July 31.
B, on July 1, 1955, pays the entire real prop-
erty tax for the real property tax year end-
ing December 31, 1955. Under the provisions
of section 164(d), only 184/365 (May 1-October
31, 1955) of the real property tax for the 1955
real property tax year is treated as imposed
on B, and the excess of the amount of real
property tax for 1955 deducted by B on his in-
come tax return for the fiscal year ending
July 31, 1955, over the 184/365 portion of such
tax treated as imposed on him under section
164(d), must be included in gross income in
B’s income tax return for his fiscal year end-
ing July 31, 1956, subject to the provisions of
section 111.

(6) Persons using an accrual method of
accounting. Where real property is sold
and the seller or the purchaser com-
putes his taxable income (for the tax-
able year during which the sale occurs)
on an accrual method of accounting
then, if the seller or the purchaser has
not made the election provided in sec-
tion 461(c) (relating to the accrual of
real property taxes), the portion of any
real property tax which is treated as
imposed on him and which may not be
deducted by him for any taxable year
by reason of his method of accounting
shall be treated as having accrued on
the date of sale. The provisions of this
subparagraph may be illustrated as fol-
lows:

Example. In County X the real property tax
becomes a lien on property and is assessed on
November 30 for the current calendar year,
which is also the real property tax year.
There is no personal liability for the real
property tax imposed by County X. A owns,
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on January 1, 1955, real property in County
X. A uses an accrual method of accounting
and has not made any election under section
461(c) to accrue ratably real property taxes.
A sells real property on June 30, 1955. By rea-
son of A’s method of accounting, he could
not deduct any part of the real property tax
for 1955 on the real property since he sold the
real property prior to November 30, 1955, the
accrual date. Under section 164(d)(1), 180/365
(January 1-June 29, 1955) of the real property
tax for the 1955 real property tax year is
treated as imposed on A, and under section
164(d)(2)(D) that portion is treated as having
accrued on June 30, 1955, and may be de-
ducted by A for his taxable year in which
such date falls. B, the purchaser from A, who
uses an accrual method of accounting, has
likewise not made an election under section
461(c) to accrue real property taxes ratably.
Under section 164(d)(1), 185/365 of the real
property taxes may be accrued by B on No-
vember 30, 1955, and deducted for his taxable
year in which such date falls.

(7) Cross references. For determination
of amount realized on a sale of real
property, see section 1001(b) and the
regulations thereunder. For determina-
tion of basis of real property acquired
by purchase, see section 1012 and the
regulations thereunder.

(8) Effective dates. Section 164(d) ap-
plies to taxable years ending after De-
cember 31, 1953, but only in the case of
sales made after December 31, 1953.
However, section 164(d) does not apply
to any real property tax to the extent
that such tax was allowable as a deduc-
tion under the Internal Revenue Code
of 1939 to the seller for any taxable
year which ended before January 1,
1954.

§1.164-7 Taxes of shareholder paid by
corporation.

Banks and other corporations paying
taxes assessed against their share-
holders on account of their ownership
of the shares of stock issued by such
corporations without reimbursement
from such shareholders may deduct the
amount of taxes so paid. In such cases
no deduction shall be allowed to the
shareholders for such taxes. The
amount so paid should not be included
in the gross income of the shareholder.

§1.164-8 Payments for municipal serv-
ices in atomic energy communities.

(a) General. For taxable years begin-
ning after December 31, 1957, amounts
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