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Example. A owns 500 shares of stock in the
XYZ Corporation which he purchased prior
to March 1, 1913. A is considering selling 200
shares of such stock but is uncertain as to
the basis of the stock for the purpose of com-
puting gain. Either prior or subsequent to
the sale, a closing agreement may be entered
into determining the market value of such
stock as of March 1, 1913, which represents
the basis for determining gain if it exceeds
the adjusted basis otherwise determined as
of such date. Not only may the closing agree-
ment determine the basis for computing gain
on the sale of the 200 shares of stock, but
such an agreement may also determine the
basis (unless or until the law is changed to
require the use of some other factor to deter-
mine basis) of the remaining 300 shares of
stock upon which gain will be computed in a
subsequent sale.

(c) Finality. A closing agreement
which is approved within such time as
may be stated in such agreement, or
later agreed to, shall be final and con-
clusive, and, except upon a showing of
fraud or malfeasance, or misrepresen-
tation of a material fact:

(1) The case shall not be reopened as
to the matters agreed upon or the
agreement modified by any officer, em-
ployee, or agent of the United States,
and

(2) In any suit, action, or proceeding,
such agreement, or any determination,
assessment, collection, payment,
abatement, refund, or credit made in
accordance therewith, shall not be an-
nulled, modified, set aside, or dis-
regarded.

However, a closing agreement with re-
spect to a taxable period ending subse-
quent to the date of the agreement is
subject to any change in, or modifica-
tion of, the law enacted subsequent to
the date of the agreement and made ap-
plicable to such taxable period, and
each closing agreement shall so recite.

(d) Procedure with respect to closing
agreements—(1) Submission of request. A
request for a closing agreement which
relates to a prior taxable period may be
submitted at any time before a case
with respect to the tax liability in-
volved is docketed in the Tax Court of
the United States. All closing agree-
ments shall be executed on forms pre-
scribed by the Internal Revenue Serv-
ice. The procedure with respect to re-
quests for closing agreements shall be
under such rules as may be prescribed
from time to time by the Commis-
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sioner in accordance with the regula-
tions under this section.

(2) Collection, credit, or refund. Any
tax or deficiency in tax determined
pursuant to a closing agreement shall
be assessed and collected, and any
overpayment determined pursuant
thereto shall be credited or refunded,
in accordance with the applicable pro-
visions of law.
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§301.7122-1 Compromises.

(a) In general—(1) If the Secretary de-
termines that there are grounds for
compromise under this section, the
Secretary may, at the Secretary’s dis-
cretion, compromise any civil or crimi-
nal liability arising under the internal
revenue laws prior to reference of a
case involving such a liability to the
Department of Justice for prosecution
or defense.

(2) An agreement to compromise may
relate to a civil or criminal liability
for taxes, interest, or penalties. Unless
the terms of the offer and acceptance
expressly provide otherwise, accept-
ance of an offer to compromise a civil
liability does not remit a criminal li-
ability, nor does acceptance of an offer
to compromise a criminal liability
remit a civil liability.

(b) Grounds for compromise—(1) Doubt
as to liability. Doubt as to liability ex-
ists where there is a genuine dispute as
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