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BULLETIN TO ALL MEMBERS
RE: Federal Tax
In Bulletin #221 we advised you of impending changes in the Federal Tax
.payment procedure, ‘

We now enclose the following:

1. The new regulations with respect to the tax on foreign
insurances which are effective January 1, 1966,

2. The administrative regulations incorporated by reference
in the new regulations.

3. Explanatory comment furnished us by the firm of LeBoeuf,
Lamb and Leiby of New York City.

We have called the local office of the Treasury Department and they advise
that the revised form 720 is not yet available, and will probably not be
available until some time in February.

Please do not overlook these important changes,

%{ —
A. L. Lathrop ﬁ

Assistant Manager



EXPLAITATCRY CCIUIUILHT

In general, these regulations effectuate the
amendment of Sections 4371 and 4374 of the Internal Revenue Code
with respect to the tax on foreign insurences. These regulations
govern the procedure to be followed with respect to premiums
peld on or after Januvary 1, 1966. Two main changes are accom=-
plished, Stamps will no longer_be used to pay the tax; the tax
will be paid on the basis of a quarterly return.

The second change i1s that the tax is no longer levied
or computed on the basis of the premium charged but rather on
the basis of the premium paid.

Who Must Pay the Tax, The tax must be pald by the

person in this country who remits the premium to the foreign
ingsurer or reinsurer or to the non United States resident, egent,
solicitor or broker. In other words, the last United States
resident in the chain, as it were, must pay tax whether that
United States resident be the insured, reinsured or broker.
Generally, wa would gxpect this to be the lLloyd's correspondent
broker in the United States.

Who Must File a Return. The person who is required to

pey the tax must file a return on Form 720, (Form 720 is an
existing Treasury form for the payment of excise taxes, to which
we understand will be added a single line labeled "Tax on Foreign

Insurances", and you will simply enter the gross amount of tax.)



When Does Liability for the Tax Attach. The liability

for the tax attaches at the time the premium payment is trans-
ferred to the ro:aign insurer or reinsurer or to the nonresident
agent or broker. Note that it is alsoc permissible to assume

the 1liability for the tax at the time you accrue the liability for
the premium under your norsal accounting procedures,

Basis of the Tax. The tax is computed and paid on the
basis of the premium paid, not the premium charged. Whers you
have already paid the tax on the baeis of the premium charged
prior to January 1, 1966, and the premium is paid after January 1,
1966, you have no further liability for the tax. For example,
in the case of a policy with an installment premium on which you
paid the tax on the full premium in 1965 and an installment payment
is received after January 1, 1966, you do not pay tax on that in-

stallunent payment.
Tax Rate and Meaninz of Premiuam, The tax rate remains

tﬁc same and the definition of "premium” remains the same.
Administrative Provisions Incorporated by Reference. The

regulations incorporate existing administrative provisions which

are applicable to other excise taxes. Theao'provisiona require that

the tax liability de reported on Form T20. A return on Form 720
shall be filed for a period of one calendar quarter. The return
shall be filed on or hefore the last day of the first calendar
nonth following the period for which it is made. The return shall
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be filed with the District Director for the District in which s
located the principal place of dbusiness or legal residence of an
individual or principal office or agency in the case of a corpora-

tion.
Monthly Payments. If you have a tax 1iability of more

than 8100 for a calendar month, the amount of the tax must be
deponited with a Federal Reserve Bank on or before the last day
of the next succeeding calendar month. Payment is to be accompane
10& by & Depositary Receipt for Federal Excise Taxes (Form 537).
We understand this is the same procedure followed with respect to
the payment of withholding taxeas. The Bank wreturns the validated
receipt and when you file your quarterly return you attach the '
validated receipt plua payment for the unpaid balence of the tax.
The above 1is not intended to be exhauative but merely
to cover the highlights and the esaentiala:or the change effected
by the amendment of the law and these regulations. Presunably,
all exiating regulations in this area continue in force except to
the extent inconsistent with the amendment of the law and these

new regulations,
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§ 145.5-1

Title 26—IHTERNAL REVENUE

Chapter !—Internal Revenue Service,
Depariment of the Treasury

SUBCHAPTER D—M)SCELLANEOUS EXCISE TAXES
[TD. paes)

PART 145—TEMPORARY REGULA-
TIONS IN CONNECTION WITH THE
EXCISE TAX REDUCTION ACLT OF
1965

Policles !ssved by Foreign Insurers

In order to prescribe lemporary regu-
lations, whioh shall remain in force and
effect untl]l superseded by permanent
regulations, to reflect the amendmenta
made to sections 4371 and 4374 of the
Intermal Revenue Code of 1954 (relat-
Ing to tax on policics i1ssued by forelgn
insurers) by sectlon 804 of the Exclse
Tax Reduction Act of 1065 (79 Stat. 160},
the following regulatlons are hereby
prescribed;

Imiposition and payment of
tax on policics issued by foreign in-
surers.

(n) In general. Bectlon 804 of the
Excise Tax Reductlon Act of 19465 (79
Btat. 160) amends sectlon 4374 of the
Internal Revenue Code of 1954 to provide
that the Secretary or- his dclegate may
prescribe by regulations that the tax
imposed by section 4371, relating to the
tax on policles Issucd by forelgn Insurers,
sgha!l be pald by return in lleu of by the
afiixing of documentary tax stamps. In
addition, section 804 of such Act amends
section 4371 of the Code to provide that
iIf the tax Imposed by section 4371 1s pald
by return under regulatlons prescribed
under sectlon 4374; the tax shall he com-
puted on the premlum pald In lleu of
the premium charged. This sectlon pre-
scribes regulations under sections 4371
and 4374 with respect to premjums pald
onor after January 1, 1966, .

(b) Payment of tax—(1) Duty to re-
mit tax. With respect to premiums pald
on or after January 1, 1866, the tax im-
posed by sectlon 4371 shaill be remitted
by the person who makes the payment of
the premium to a forelgn Insurer or re-
insurer or to any nonresldent agent,
golicitor, or broker. For purposes of this
subparagraph, the person who makes
payment means that resident person who
actually transfcras the money, check, or
its equivalent to the forelgn Insurer or

cinsurer (including transfers to any

ank, trust fund, or simllar reciplent,
designated by the forelgn insurer or re-
insurer}, or to any nonresldent agent,
goliclior, or broker, {(See section 4372(a)
for definition of forelgn insurer or re-
Insurer.)” For persons liable for the tax
Imposed by section 4371, see sectlon 4384
and the regulatlons thereunder,

{2) Filing of returns. Every person
required to remit under this sectlon the
tax Imposed by sectien 4371 shall make
8 return on such tax on Form 720.

(3) When Uability for tax attaches.
The llability for the tax Imposed by scc-
tion 4371 with respect to premiuma pald
on or after January 1, 196¢ shall attach

RULES AND REGULATIONS

at the time the premium payment ls
transferred to the forelgn insurer or re-
insurer (incjuding transfers to any bank,
trust fund or simllar reciplent, desig=
nated by the foreign insurer or rein-
surer), or to any nonresident agent,
golicltor, or broker. A person required
to remit tax under this section may re-
mit such tax before the time the tax
attaches !f he keeps records consistent
with such practice.

(4) Tazx paid on the basis of premlum
charged. WIith respcet to a premjum
pald on or after January 1, 1968, to the
extent that tax Imposed by section 4371
was patd on the baesis of the premium
charged before January 1, 1866, In
accordance with the provisions of
§ 4£7.4371-2 (Documentary Stamp Tax),
no further tax s due under thls sectlon.

(¢} Rate and computatlon of tax—(1)
In genreral. (1) With respect to pre-
miums pald on or after January 1, 19¢8,
the tax under sectlon 4371(1) is Imposed
at the rate of 4 cents on each dollar, or
fractional part thereof, of the premium
payment. For example, upon a premium
payment of $10.10 t.he tax amounts to
44 ccnts,

1) With respect to premiums paid
on or after January 1, 1886, the tax under
sectlion 4371 (2) and (3} 1s lmposed at
the rate of 1 cent on each dollar, or
fractional part thereof, of the premium
payment. For cxample, upon a premium
payment of $10.10 the tax amounts to
11 cents.

{2) Meaning of premium. For pur-
poses of this sectlon, the tarm “premlum™
means the agreed price or conslderation
for assuming and earrylng the risk or
obligation, and Includes any additional
assessment or charge which may be as-
sessed or charged under the contract,
whether payable in on¢ sum or Install-
ments,

(d) Administratlve provisions appli-

cabie. All the provislons of §§ 40.6011
(a)~1 through 46.6404(a)-1 (except
§ 40.6011¢(a)-3) (Mliscellaneous DExclse

Taxes Payable by Return) of thls chap-
ter shall, Insofar as not ineonsistent with
this sectlon, apply in respect of the tax
imposed by sectlon 4371 with respect to
premiums pald after December 31, 1865,
a3 though such tax were Imposed by sec-
tlon 4501¢a). For purposes of applylng
such provlsions, the person who pursuant
to paragraph (b} of thls section 13 re-
quired to remit the tax imposed by Bec-
tion 4371 shall be trealed as the person
lisble for such tax.

(@) Records required with respect to
forelgn insurance policles. (1) Each
person required under the provisions of
paragraph (b} of thls secction to remit
the tax Imposed by sectlon 4371 shall
keep or cause to be kept accurate records
of all policies or other Instruments sub-
Ject to such tax upon which premiums
have been pald. Buech records must
identify each such polley or other in-

strument in such manner so a3 to clearly
establlsh; (1) The gross premlum paid;
(11) whether such policy or other instru-
ment 13 () a policy of casualty insur-
ance or an indemnity bond subject to
tax undcr sectlon 4371(1), (b} a polley
of life, slckness, or accldent insurance
or an annulty contract subjeot to tax un-
der section 4371(2), or (¢) a policy of
reinsurance subject to tax under section
4371(3) ; (i) the identlty of the Insured
{ag defined In section 4372(d)): (1v) the
identity of the forelgn insurer or reoin-
surer (ns deflned In sectlon 4372(a))};
and (v} the total premium charged and,
if the premium s to be pald in Install-
ments, the amount and annlversary data
of each such Instaliment.

(2) The records required under the
provisions of this paragraph must be
kept on flle at the place of business or af
some other convenlent location, for a
period of at least 3 years from the date

"any part of the tax became due or the

date any part of the tax Is pald, which-
ever 13 later, In such manner as to be
readlly accessible to authorized Internal
revenue offlcers or employees.

(3) The person having control or pos-
sesslon of a policy or other instrument
subject to tax under section 4371 shall
retaln such pollcy or other Instrument
for at least 3 years from the date any
part of the tax with respect to such’

_pollcy was pald.

(I} Use of documenlary sigmps. Ex-
cept as provided in paragraph (b} (4) of
this sectlon, documentary stamps shall
not be used in payment of the tax im-
posed by scclion 4371 with respect to
rlagemlums pald on or after January 1,

a6.

(g) Penally for fallurc to flle return.
Any person who on or ai'er January 1,
1060, falls to comply with the require-
ments of paragraph (b) of this section
with Intent to evade the tax shall, In
additlon to other penaltles provided
therefor, pay a fine of double the amount
of tax. (Bee section 7270.)

Because of the need for prompt guid-
anee with respect to the procedures au-
thorized by thls Treasury declsion, Il is
found impracticable to issue It with no-
tice and public preocedure thereon under
section 4(a) of the Administrative Pro-
cedure Act, npproved June 11, 1048, or
subject to the effective date limitations
of sectlon 4{c) of that Act.

(Bec. 7603, Internnl Revenue Code of 1064;
60A Btat. 017; 20 US.Q. 7806)

[sEAL) SHELboN 8, CoHEN,
Commissioner of Inlernal Revenue.

Approved: December 17, 1665,

STANLEY S, SURREY,
Assistant Secrelary
of the Treasury.

[FPR, Doc, 05-13800; Piled, Dee’ 20, 1p85;
8:50 n.m.]
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Tho records shall show .the polariscopic test or totsl sugnrs of each
deand typo of sugar and manufectured sugar. ‘

46.6001-3 Rrcours Rrrating To Cotonr AND Pary Om.—( n)'/
Progessing rocorde—Every processor ghall minintain records and ne-
oﬁun with respect to the first domestic processing of the oil or bile
showi - e
(1) Yhe quautity of (i) all raw materinla from which oils afe pro-
dueed, (i) all crude or virgin oils, nnd (iii) all oils which were im-
rled a upou which preliminary processing had bean-:one prior

* to imporintion. ‘ - Co :
© {2) .Daily records of the quantity of oils put into p , showing
tho :;)u ozo for which used und the products produced therefrom: .

‘ “The qantity of oils put into process wider b‘:yfd for export.
b) Seurce ‘wecords.—Recorda relative to cocopnt oil or to any
ixturo containing a substantinl fuantity of coconut
»nid, must- be main.

combination or
oll, with respect\te which oil no tax has bee
tained in guch o mynnornstoshow: = - .
- (1) Separatoly,‘the quantity of eoconut o}
‘ture containing n substauntial quantity of
~ the productionof =\ - -
' . {1) ThePhilipRine Islands, -
0 U Ai) Gunn, ' e
S0 (i) American S\mon, - S .
" (iv) Al pessessiorie of the Jnited Stntes, and AR e
' v} TheTrust Terr¥ory of the PucificIslands, + ¥+ 5 3
- . Lo [T RS
of coconut oil, or.combination or mixd’
qhpntity of eoconut oil, produced wheolly
th or production o T

/ or combination or mix-
nut oil, which is wholly
Y et cad

' s

I R P

Lt :."'I.'|!‘ "

~and

.. {2) .Sepnrately, the quantj

-.ture containing n substanti

. frown materials which ave the gr

SN g:) The Philippi
il

P L A

Quam, .
0l ii1)- AmoricnyySawmon, e o
! iv) All possphsions of the Unitdd States, and ‘ g
v) The Trust Territory of the Pgific Islands. P

The records shalyalso show the conntry or Pessession in which the raw
materinls or oily'were produced, when such axticles were brought into

the United Stytes, and the name nnd nddress of the importer. .
- §46.6011 Staturory Provisions; GeNgrdy REQUIREMENT. OF ¢
Rervnn, Sfaresenr, on List Y o S

11. GENERAL: REQUIRBMDINT OF RETURN,
OR LIS S . )

?x) Qexrnar RuLte—When requlred by regulationa pregerl
retary or bis delegale any person lande lable for any tax

- BEO,

shall include thereln the Information requlred by anch forms
regulations. . .

- §46.6011{n)~1 Rerurns~{r) /n general—Linbilify for tax im-
- posed under ecction 4501(a) or 4511 shall be reported on Form 720.
xcept as provided in parngraph (b) 'of thia seclion, a return on Form

- 720 shall bo filed for a period-of ono calendar quarter. 'Kvery person .
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requited to nnlee n rebwm on Form 720 for a relnin period ended
December 31, 1954, shall muke a relurn for each snbzequent ealendar
gquarter or month {whether or not Hability was ineurred for nny tax
reportable on such return {or such return perind) until ho hrs filed
a linal return in necordance with § 40.6011(n)--2. very person not
required to make o roturn on Form 720 for a reburn perind ended De-
cember 31, 1064, shinlt mnke a rehurn for the first calensnr quarter thore-
after in which he incurs liability {or tax imposed under cection 4501 {n)
or 4611, nnd ehall make n return for ench subsequent eatendar qunrter
or month wutil he hns filed a Anal return in accordance with
8 46.6011 (a)-~2. ‘ .

{b) Monthly returns,— (3} Requirement—1If the district director
determines that any taxpayer who is required to mnko deposit of
taxes under the provisions of § 46.6302 (c)~1 has fuiled to mnlo deposits
of such taxes for the first or sccond month of any calendar quarter, such
tnxpaver shall be required, if so notified in writing hy the district
dircctor, to file o monthly return on Form 720, except that, if somo
nther form ie furnished by the district director for use in lien of
Form 720, the return shall bo mado on such other form, Fvery person
so notified by the district director shall make n veturn for the cn?endnr
month in \\'flieh the notice is received and for each ealendar month
thercafter until ho hns filed & finnl return orf is required to malkeo

unrterfy returns pursuant to notifieation ns provided in subparagraph
?2) of d;is parngraph. . However, if the notice provided Jor in this
subparagraph is received after the close of the Lrst ealendnr month
of n calendnr guarter, the fivst return under this subpneagraph shall
he made for the por'loti bryginning with the first duy of the quarter and
onding with the Inst dny of the month in which the netice 18 reccived,

{2) Terminaiion of reguirement.—The dislrict dircctor, in hiy dia-
eretion, may notify the taxpayor in writing that he shall discontinue
the filing ofmont 1]y returns under thig pavagraph. If the taxpayer
ia ro notified, the Inst month for which r return ehall be made under
thig paragraph is the last month of the calendar quarter in which such
notics of discontinuancea i received. Thereafter, the taxpayer shall
make quartevly returns as provided in paragraph (a) of this section.

(¢) Signing and verification of returna.—For provisions relating to
the signing and verification of returns, seo -§§ 40.6061-1 nnd 46.0085,
respeclively.

Jd) T'imns and place (or filing velurns—For provisions relating to
the time and place for filing returns, see £§ 46.6071{n)-1 and 16.8001-1,
respectively. : , L S

§46.0011(n)~2 Jrwar. ReTurNA—{n) In_ general—Any person
who "is required to mnke a return on Form 720 pursuant to
§ 40.0011 ;u -1, nud whe in ony relurn period ceases operutions in
respect of which he is required to make a return on such form, shall
mnl:o such return for such-period s n final return.  Each retinm made
as a (inal rotnrn shalt be marked “¥inal Relirn” by the porzon (ilin
the roturn, A person who has only temporarily censed to inenr liabil-
‘jty for tax required to be reported on Forn 720, becauso of temporary

¢ sensonnl suspension of his businese or for other rensony, slm_!l not
'mnké a Aindl retwm but shall continue to file returns. L

e



