
INCOME TAX REGULATIONS
 
(REGULATIONS 118) 

CODE OF FEDERAL REGULATIONS 
TITLE 26-INTERNAL REVENUE 

[1939] 

CHAPTER I-INTERNAL REVENUE SERVICE,
 
DEPARTMENT OF THE TREASURY
 

SUBCHAPTER A-INCOME AND EXCESS PROFITS
 
TAXES
 

PART 39-INCOME TAX: TAXABLE YEARS BEGINNING AFI'ER 
DECEMBER 31, 1951 

SUBPART A-INTRODUCTORY PROVISIONS 

(CHAPTER I, INTERNAL REVENUE CODE) 
Sec. 

39.1-1 Scope and applicability of regulations. 
39.3--1 Division of regulations. 
39.4-1 Application of regulations to special classes of taxpayers. 

SUBPART B-GENERAL PROVISIONS 

(CHAPTER I, INTERNAL REVENUE CODE) 

RATES OF TAX 

[NORMAL TAX ON INDIVIDUALS] 

39.11-1 Income tax on individuals.
 
39.11-2 Citizens or residents of the United States liable to tax.
 
39.11-3 Who is a citizen.
 

[SURTAX ON INDIVIDUALS] 

39.12-1 Surtax on individuals. 
39.12-2 Limitation on amount of tax. 
39.12-3 Combined normal tax and surtax in case of joint return of husband 

and wife. 
39.12-4 Surtax in case of head of household. 
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ACCOUNTING PERIODS & METHODS § 39.41-1 

(2) An employee who is entitled to (3) The amount of the special refund 
a special refund of employee tax with I allowed as a credit shall be considered 
respect to wages received during a cal­
endar year and who is also required to 
file an income tax return for such cal­
endar year (or for his last taxable year 
beg inning in such calendar year) may 
obtain the benefits of such special re­
fund only by claiming credit for such 
special refund in the same manner as if 
such special refund were an amount 
deducted and withheld as income tax 
at the source under subchapter D of 
chapter 9. The credit with respect to a 
special refund is not allowable unless 
the return, amended return, or claim 
for refund, on which the special refund 
is claimed, is filed within two years 
after the calendar year in which pay­
ment is made of the wages with respect 
to which the special refund of tax is 
claimed. See section 140l(d) (3) and 
(4) and § 408.802(c) of this chapter 
(Regulations 128) pertaining to tax un­
der subchapter A of chapter 9 (Federal 
Insurance Contributions Act). For spe­
cial provisions for claiming special re­
funds in the case of employees not re­
quired to file income tax returns, see § 
408.802(c) (3) of this chapter (Regu­
lations 128). 

as an amount deducted and withheld as 
income tax at the source under sub­
chapter D of chapter 9. If the amount 
of such special refund when added to 
amounts deducted and withheld as in­
come tax under subchapter D of chap­
ter 9 exceeds the taxes imposed by 
chapter 1, the amount of the excess 
constitutes an overpayment of income 
tax under chapter 1, and interest on 
such overpayment is allowed to the ex­
tent provided under section 3771 upon 
an overpayment of income tax resulting 
from a credit for income tax withheld 
at source. See section 322(a) (2) and 
(4). 

(b) Federal and State employees. 
The provisions of this section shall ap­
ply to the amount of a special refund 
(under section 140l(d) (4) (A) al­
lowable to an employee of a Federal 
agency or a wholly owned instrumental­
ity of the United States, and to the 
amount of a special refund (under sec­
tion 1401(d) (4) (B» allowable to an 
employee of any State or political sub­
division thereof (or any instrumentali­
ty of anyone or more of the foregoing). 

ACCOUNTING PERIODS AND METHODS OF ACCOUNTING 

§ 39.41 [Comprises Code section 41, 
see 26 U.S.C.A. § 41] 

§ 89.41-1 Computation of net 
income 

Net income must be computed with 
respect to a fixed period. Usually that 
period is 12 months and is known as the 
taxable year. Items of income and of 
expenditure which as gross income and 
deductions are elements in the compu­
tation of net income need not be in the 
form of cash. It is sufficient that such 
items, if otherwise properly included in 
the computation, can be valued in terms
?f money. The time as of which any 

item of gross income or any deduction 
is to be accounted for must be deter­
mined in the light of the fundamental 
rule that the computation shall be made 
in such a manner as clearly reflects the 
taxpayer's income. If the method of 
accounting regularly employed by him 
in keeping his books clearly reflects his 
income, it is to be followed with respect 
to the time as of which items of gross 
income and deductions are to be ac­
counted for. (See §§ 39.42-1 to 39.42-3, 
inclusive.) If the taxpayer does not 
regularly employ a method of account­
ing which clearly reflects his income 
the computation shall be made in such 
manner as in the opinion of the Com­
missioner clearly reflects it. 

Internal Revenue Code references are Identical wIth 26 U.S.C.A. (I.R.C. I939) sections 

Fed.Tax Reg. '56-43 673 

Dad
Highlight

Dad
Highlight


