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after March 14, 1974), such spouse has 
not filed a consent described in para-
graph (d)(2) of this section. 

An election by an electing small busi-
ness corporation shall be invalidated 
for all years in the presumption period 
to which it applies if a person who was 
not a shareholder on the date of elec-
tion becomes a shareholder during the 
first three (or five) years of the pre-
sumption period to which the election 
applies and does not, within 90 days 
after the date on which he becomes a 
shareholder (or, if later, 90 days after 
March 14, 1974), file a consent required 
by paragraph (d)(2) of this section. In-
validation of the election by operation 
of this paragraph will in no case affect 
the validity of the consents filed with 
such election. 

(f) Extension of time for filing election 
in hardship cases. The Commissioner 
may upon application by a taxpayer, 
consent to an extension of time pre-
scribed in this section for making an 
election if he finds that such an exten-
sion would be justified by hardship in-
curred by reason of the time at which 
this section is published. The burden 
will be on the taxpayer to establish 
that under the relevant facts the Com-
missioner should so consent. 

[T.D. 7308, 39 FR 9947, Mar. 15, 1974] 

PART 13—TEMPORARY INCOME 
TAX REGULATIONS UNDER THE 
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AUTHORITY: 26 U.S.C. 7805. 

§§ 13.0–13.9 [Reserved] 

§ 13.10 Distribution of money in lieu of 
fractional shares. 

(a) In general. (1) Under the general 
rule of section 305, as amended by sec-
tion 421(a) of the Tax Reform Act of 
1969, gross income does not include the 
amount of any distribution of the 
stock (or rights to acquire the stock) of 
a corporation made by such corpora-
tion to its shareholders with respect to 

its stock. Under an exception to the 
general rule, a distribution by a cor-
poration of its stock or rights to ac-
quire its stock is treated as a distribu-
tion of property to which section 301 
applies if the distribution (or a series 
of distributions of which such distribu-
tion is one) has the result of (i) the re-
ceipt of money or other property by 
some shareholders, and (ii) an increase 
in the proportionate interests of other 
shareholders in the assets or earnings 
and profits of the corporation. Also, 
the Secretary or his delegate is di-
rected to prescribe regulations under 
which a redemption which is treated as 
a distribution to which section 301 ap-
plies, or any other transaction having 
a similar effect on the interest of any 
shareholder, shall be treated as a dis-
tribution with respect to any share-
holder whose proportionate interest in 
the assets or earnings and profits of 
the corporation is increased by such re-
demption or transaction. 

(2) The general rule, and not the ex-
ception, applies in the case where cash 
is distributed in lieu of fractional 
shares to which the shareholders would 
otherwise be entitled, provided the pur-
pose in distributing the cash is to save 
the distributing corporation the trou-
ble, expense, and inconvenience of 
issuing and transferring fractional 
shares (or scrip representing fractional 
shares), or issuing full shares rep-
resenting the sum of fractional shares, 
and not to give any particular group of 
shareholders an increased interest in 
the assets or earnings and profits of 
the corporation. 

(b) Illustration. The application of 
paragraph (a) of this section may be il-
lustrated by the following example: 

Example. Corporation X is a large corpora-
tion whose stock is widely held by the pub-
lic, no one shareholder owning more than 10 
percent of the outstanding stock. The stock 
is listed on a recognized exchange and is cur-
rently selling at less than $75 per share. Dur-
ing the year the corporation pays a 3-percent 
stock dividend. Cash is paid to each share-
holder in lieu of a fractional share to which 
he would otherwise be entitled. The distribu-
tion of cash in lieu of fractional shares is not 
intended to give any particular group of 
shareholders an increased interest in the as-
sets or earnings and profits of the corpora-
tion, but is intended to save the corporation 
the trouble, expense, and inconvenience of 
issuing and transferring scrip representing 
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fractional shares. The general rule, and not 

the exception, applies in this situation. 

(Sec. 305(c), 83 Stat. 614; 26 U.S.C. 305(c)) 

[T.D. 7039, 35 FR 7012, May 2, 1970] 

§ 13.11 Revocation of election to report 
income on the installment basis. 

(a) In general. Under section 453(c)(4) 

taxpayers who are dealers in personal 

property and who elected installment- 

basis income reporting, subject to the 

provisions of section 453(c)(1) (relating 

to change from accrual to installment 

basis), may revoke their previously 

made election. 

(b) Time and manner of revoking elec-
tion. The revocation by a taxpayer may 

be made by filing an amended return 

on an appropriate form or forms, such 

as Form 1040X for an individual tax-

payer, for the year of change (the first 

year for which income was computed 

using the installment basis) and for 

each subsequent year for which a re-

turn was filed using the installment 

basis. The taxpayer should indicate on 

such amended returns that he is revok-

ing an election to report income on the 

installment basis. Such revocation 

must be made within 3 years from the 

last date prescribed for the filing of the 

return for the year of change including 

any extension of time granted the tax-

payer. In reporting income on the 

amended returns described in this sec-

tion, the taxpayer shall use the accrual 

method of accounting. 

[T.D. 7044, 35 FR 8823, June 6, 1970] 

PART 15—TEMPORARY INCOME 
TAX REGULATIONS RELATING TO 
EXPLORATION EXPENDITURES IN 
THE CASE OF MINING 

Sec. 

15.0–1 Scope of regulations in this part. 

15.1–1 Elections to deduct. 

15.1–2 Revocation of election to deduct. 

15.1–3 Elections as to method of recapture. 

15.1–4 Special rules. 

AUTHORITY: Sec. 7805, 68A Stat. 917; 26 

U.S.C. 7805. 

SOURCE: T.D. 6907, 31 FR 16776, Dec. 31, 1966, 

unless otherwise noted. 

§ 15.0–1 Scope of regulations in this 
part. 

The regulations in this part relate to 
expenditures of the type described in 
section 615(a) or in section 617(a)(1) 
paid or incurred after September 12, 
1966. The regulations in this part do 
not apply to the income tax treatment 
of mining exploration expenditures 
paid or incurred before September 13, 
1966, and no election made pursuant to 
the provisions of the regulations in 
this part shall have any effect on the 
income tax treatment of exploration 
expenditures paid or incurred before 
such date. See § 15.1–4 for rules relating 
to treatment of exploration expendi-
tures paid or incurred during taxable 
years beginning before September 13, 
1966, and ending after September 12, 
1966. 

§ 15.1–1 Elections to deduct. 

(a) Manner of making election—(1) 
Election to deduct under section 617(a). 
The election to deduct exploration ex-
penditures as expenses under section 
617(a) may be made by deducting such 
expenditures in the taxpayer’s income 
tax return for the first taxable year 
ending after September 12, 1966, for 
which the taxpayer desires to deduct 
exploration expenditures which are 
paid or incurred by him during such 
taxable year and after September 12, 
1966. This election may be exercised by 
deducting such expenditures either in 
the taxpayer’s return for such taxable 
year or in an amended return filed be-
fore the expiration of the period for fil-
ing a claim for credit or refund of in-
come tax for such taxable year. Where 
the election is made in an amended re-
turn for a taxable year prior to the 
most recent year for which the tax-
payer has filed a return, the taxpayer 
shall file amended income tax returns, 
reflecting any increase or decrease in 
tax attributable to the election, for all 
taxable years affected by the election. 
See section 617(a)(2)(C) for provisions 
relating to the tolling of the statute of 
limitations for the assessment of any 
deficiency for any taxable year, to the 
extent the deficiency is attributable to 
an election under section 617(a). In ap-
plying the election to the years af-
fected there shall be taken into ac-
count the effect that any adjustments 
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