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What legislation was recently enacted
as an income tax aid for commercial
fishermen?

Public Law 87-682 passed bythe 87th
Congress, September 25, 1962, This
Act amends the Internal Revenue
Code of 1954 and becomes effective
with respect to the taxable years be-
ginning after December 31, 1962.

What is the purpose of P,L, 87-6827?

The purpose of this legislation is to
extend to fishermen the same treat-
ment accorded farmers in relation
to estimated income tax,
What are the advantages of this
legislation to fishermen?

The principal advantage resulting
from P,L, 87-682 is that individuals
having income from fishing have the
privilege of filing their declarations
of estimated tax and paying such tax
by the 15th day after the end of the

taxable year, January 15, in the case
of a calendar-year taxpayer, rather
than filing the declaration by April
15 of the calendar year and making
current, quarterly payments of esti-
mated tax,

. What is the reason for the enactment

of this law?

. Probably the most important reason

was the recognition that income from
fishing (as from farming) is par-
ticularly difficult to estimate before
the end of the year or at leastbefore
the end ofthe principal fishing season
during which the taxpayer obtains the
bulk of his income, Also, the income
receipts from fishing are likelytobe
concentrated in the latter part of the
year (about two-thirds of the total
quantity of all commercially produced
fish and shellfish is caught in the
last 6 months of the calendar year).
Furthermore, record keeping 1i8
probably more of a problem in the
case of income from fishing than it
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is in the case of income from most
other types of self-employment,

In what ways are those individuals
having income from fishing treated
differently from taxpayers generally
under the system of reporting and
paying estimated tax?

First, taxpayers other than fisher-
men (and farmers) who have suffi-
cient income are required to make
an estimate on April 15 (in the case
of a calendar-year taxpayer) of tax
in excess of that withheld and to pay
this amount in four quarterly pay-
ments on April 15, June 15, Septem-
ber 15, and January 15 [sec. 6073(a)
of the Internal Revenue Code|. How-
ever, fishermen and farmers, instead
of making the estimate in April and
paying the quarterly installments,
may file an estimate by January 15
of the following year, paying the full
estimated tax at the time of filing
[secs. 6073(b) and 6153(b)].

Second, taxpayers other than farm-
ers and fishermen, instead of making
their fourth payment ofthe estimated
tax on January 15 (in the case of
calendar-year taxpayers), are per-
mitted to file their regular income
tax return and make their final tax
payment by January 31 [sec. 6015(f)].
In the case of farmers and fisher-
men, this date 1s February 15 instead
of January 31,

Third, the present law for taxpayers
other than farmers and fishermen
assesses an underpayment penalty
in the form of a 6-percent per annum
addition to tax on the excess of 70
percent of the actual tax due over the
amount paid by withholding and by
estimated tax [sec., 6654(b)]. For

farmers and fishermen this percent-
age is 66 2/3 percent instead of
70 percent,

Fourth, there are four exceptions, or
"escape valves'' as they are some-
times called [in sec, 6654(d)], which,
if any apply, mean that no 6-percent
per annum addition to tax is to be
made for underpayment of estimated
tax, One of these exceptions, or
escape valves, provides that in the
case of any installments, there is
to be no addition to tax if, inthe case
of taxpayers other than farmers and
fishermen, 70 percent of what the
tax would be (determined on an
annualized basis) for the part of the
year up to the installment due date
has been paid by that time [sec.
6654(d)(1)(C)]. For farmers and fish-
ermen this percentageis 66 2/3 per-
cent,

May all individuals having incomes
from fishing use this procedure in
filing their declarations of estimated
tax?

. No. Only those whoderive two-thirds

or more of their income from fish-
ing may use this procedure in filing
their declarations of estimated tax.

. May fishing vessel owners and op-

erators who derive two-thirds of
their income from fishing also use
this procedure infiling their declara-
tions of estimated tax?

. The eligibility of such individuals

has not yet been determined, The
Internal Revenue Service plans to
issue regulations covering the appli-
cation of P,L, 87-682, Pending publi-
cation, inquiries should be directed
to the nearest office of the Internal
Revenue Service,
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How is the estimated gross income
from fishing defined by the Internal

Revenue Service?

The definition of estimated gross

income will be found in sec.

1.6073-1(b)(3) of T.D. 6678, issued
October |, 1963, reproduced below:

[T.D. 6678]

PART 1—INCOME TAX; TAXABLE
YEARS BEGINNING AFTER DECEM-
BER 31, 1953

Extension to Fishermen of Same Treat-
ment Accorded Farmers in Relation
to Estimated Tax

On July 2, 1963, notice of proposed
rule making with respect to the amend-
ments of the Income Tax Regulations
(26 CFR Part 1) under sections 6015(f),
6073, 6153, and 6654 of the Internal Rev-
enue Code of 1954 to conform the regu-
lations to changes made by the Act of
September 25, 1962 (Pub. Law 87-682,
76 Stat. 575), was published in the FEb-
ERAL REGISTER (28 F.R. 6787). No ob-
jection to the rules proposed having been
received during the 30-day period pre-
scribed in the notice, the regulations as
proposed are hereby adopted.

This Treasury decision is issued under
the authority contained in section 7805
of the Internal Revenue Code of 1954
(68A Stat. 917; 26 U.S.C. 7805).

[SEAL] MoRTIMER M. CAPLIN,
Commissioner of Internal Revenue.

Approved: September 25, 1963.

STANLEY S. SURREY,
Assistant Secretary of the
Treasury.

In order to conform the Income Tax
Regulations (26 CFR Part 1) under sec-
tions 6015(f), 6073, 6153, and 6654 of the
Internal Revenue Code of 1954 to the
Act of September 25, 1962 (Public Law
87-682, 76 Stat. 575), such regulations
are amended as follows:

PARAGRAPH 1. Section 1.6015(f) is
amended by revising subsection (f) of
section 6015 and the historical note to
read as follows:

§ 1.6015(f) Statutory provisions; dec-
laration of estimated income tax by
individuals; return as declaration or
amendment.

SEC. 6015. Declaration of estimated income
taz by individuals. * * *

(f) Return as declaration or amendment.
If on or before January 31 (or February 15,
in the case of an individual referred to in
section 6073(b), relating to income from
farming or fishing) of the succeeding tax-
able year the taxpayer files a return, for the
taxable year for which the declaration is re-
quired, and pays in full the amount com-
puted on the return as payable, then, under
regulations prescribed by the Secretary or his
delegate—
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(1) If the declaration is not required to
be filled during the taxable year, but is re-
quired to be filed on or before January 15,
such return shall be considered as such dec-
laration: and

(2) If the tax shown on the return (re-
duced by the sum of the credits against tax
provided by part IV of subchapter A of chap-
ter 1) is greater than the estimated tax
shown in a declaration previously made, or in
the last amendment thereof, such return
shall be considered as the amendment of the
declaration permitted by subsection (e) to
be filed on or before January 15,

In the application of this subsection in the
case of a taxable year beginning on any date
other than January 1, there shall be substi-
tuted, for the 15th or last day of the months
specified in this subsection, the 15th or last
day of the months which correspond thereto.

[Sec. 6015(f) as amended by sec. 74, Techni-
cal Amendments Act 1958 (72 Stat. 1660);
sec. 1(a) (1), Act of Sept. 25, 1962 (Pub.
Law 87-682, 76 Stat. 575) |

Par. 2. Section 1.6015(f)-1 is amended
by revising subparagraph (1) of para-
graph (a) to read as follows:

§ 1.6015(f)-1 Return as declaration or

amendment.

(a) Time for filing return. (1) If the
taxpayer files his return for the calendar
year on or before January 31 (or Febru-
ary 15, in the case of an individual re-
ferred to in section 6073 (b), relating to
income from farming or, with respect to
taxable years beginning after December
31, 1962, from fishing) of the succeeding
calendar year (or if the taxpayer is on a
fiscal year basis, on or before the last
day of the first month (in the case of a
farmer or, with respect to taxable years
beginning after December 31, 1962, a
fisherman, the 15th day of the second
month) immediately succeeding the close
of such fiscal year), and pays in full the
amount computed on the return as pay-
able, then—

(i) If the declaration is not required to
be filed during the taxable year, but is re-
quired to be filed on or before January 15
of the succeeding year (or the date cor-
responding thereto in the case of a fiscal
year), such return shall be considered
as such declaration; or

(ii) If a declaration was filed during
the taxable year, such return shall be
considered as the amendment of the
declaration permitted by section 6015(e)
to be filed on or before January 15 of the
succeeding year (or the date corre-
sponding thereto in the case of a fiscal
year). Hence, for example, an individ-
ual taxpayer on the calendar year basis
who, subsequent to September 1, 1963,
first meets the requirements of section
6015(a) which necessitate the filing of a
declaration for 1963, may satisfy the re-
quirements as to the filing of such decla-
ration by filing his return for 1963 on or
before January 31, 1964 (February 15,
1964, in the case of a farmer or fisher-
man), and paying in full at the time of
such filing the tax shown thereon to be
payable. Likewise, if a taxpayer files on
or before September 15, 1963, a timely
declaration for such year and subsequent



thereto and on or before January 31,
1964, files his return for 1963, and pays
at the time of such filing the tax shown
by the return to be payable, such return
shall be treated as an amended declara-
tion timely flled.

Par. 3. Section 1.6073 is amended by
revising subsections (a) and (b) of sec-
tion 6073 and by adding a historical note.
The amended provisions read as follows:

§ 1.6073 Statutory provisions; time for
filing declarations of estimated in-
come tax by individuals.

Sec. 6073. Time jor filing declarations of
estimated income tar by individuals—(a)
Individuals other than farmers or fishermen.
Declarations of estimated tax required by
section 6015 from individuals regarded as
neither farmers nor fishermen for the purpose
of that section shall be filed on or before
April 15 of the taxable year, except that if the
requiirements of section 6015 are first met—

(1) After April 1 and before June 2 of the
taxable year, the declaration shall be filed on
or before June 15 of the taxable vear, or

(2) After June 1 and before September 2
of the taxable year, the declaration shall be
filed on or before September 15 of the taxable
year, or

(3) After September 1 of the taxable year,
the declaration shall be filed on or before
January 15 of the succeeding taxable year.

(b) Farmers or fishermen. Declarations
of estimated tax required by section 6015
from individuals whose estimated gross in-
come from farming or fishing (including
oyster farming) for the taxable year is at
least two-thirds of the total estimated gross
income from all sources for the taxable year
may, in lieu of the time prescribed in sub-
section (a), be filed at any time on or before
Januvary 15 of the succeeding taxable year.

» * »* * *

[Sec. 6073 as amended by secs. 1 (a) (2), (b),

(¢), Act of Sept. 23, 1962 (Puh. Law 87-682,

76 Stat. 575) ]

PaRr. 4. Seciion 1.6073-1 is amended by
revising paragraphs (a), (b), and (d) to
read as follows:

§1.6073-1 Time and place for filing
declarations of estimated income tax
by individuals.

(a) Individuals other than farmers or
fishermen. Declarations of estimated
tax for the calendar year shall be made
on or before April 15th of such calendar
vear by every individual whose antici-
pated income for the year meets the re-
quirements of section 6015(a). If, how-
ever, the requirements necessitating the
filing of the declaration are first met, in
the case of an individual on the calendar
vear basis, after April 1st, but before
June 2d of the calendar year, the decla-
ration must be filed on or before June
15th; if such requirements are first met
after June 1st and before September 2d,
the declaration must be filed on or be-
fore September 15th; and if such re-
quirements are first met after September
1st, the declaration must be filed on or
before January 15th of the succeeding
calendar year. In the case of an individ-
ual on the fiscal year basis, see
§ 1.6073-2.

(b) Farmers or fishermen—(1) In
general. In the case of an individual
on a calendar year basis, whose esti-
mated gross income from farming (in-
cluding oyster farming) or, with respect
to taxable years beginning after De-
cember 31, 1962, from fishing for the
calendar year is at least two-thirds of
his total estimated gross income from all
sources for such year, his declaration
may be filed on or before the 15th day
of January of the succeeding calendar
year in lieu of the time prescribed in
paragraph (a) of this section. For the
filing of a return in lieu of a declaration,
see paragraph (a) of § 1.6015(f)-1.

(2) Farmers. The estimated gross in-
come from farming is the estimated in-
come resulting from oyster farming, the
cultivation of the soil, the raising or
harvesting of any agricultural or horti-
cultural commodities, and the raising of
livestock, bees, or poultry. In other
words, the requisite gross income must
be derived from the operations of a stock,
dairy, poultry, fruit, or truck farm, or
plantation, ranch, nursery, range, or-
chard, or oyster bed. If an individual
receives for the use of his land income
in the form of a share of the crops pro-
duced thereon such income is from
farming. As to determination of income
of farmers, see sections 61 and 1€X -~ °
the regulations thereunder.

(3) Fishermen. The estimatcd gicis
income from fishing is the estimated in-
come resulting from the catching, tak-
ing, harvesting, cuitivating, or farming
of any kind of fish, shellfish (for ex-
ample, clams and mussels), crustacea
(for example, lobsters, crabs, and
shrimps), sponges, seaweeds, or other
acquatic forms of animal and vegetable
life. The estimated gross income from
fishing includes the income expeccted to
Le received by an officer or member of
the crew of a vessel while the vessel is
encgaged in any such activity, whether or
not the officer or member of the crew is
himself so engaged, and, in the case of
an individual who is engaged in any such
activity in the employ of any person, the
income expected to be received by such
individual from such employment. In
addition, income expected to be received
ior services performed as an ordinary
incident to any such activity is estimated
gross income from fishing. Similarly,
for example, the estimated gross income
from fishing includes income expected
to be received from the shore services
of an officer or member of the crew of a
vessel engaged in any such activity, if
such services are an ordinary incident to
any such activity. Services performed
as an ordinary incident to such activities
include, for example, services performed
in such cleaning, icing, and packing of
fish as are necessary for the immediate
preservation of the catch.

* * * . .



(d) Amendment of declaration. An
amended declaration of estimated tax
may be filed during any interval between
installment dates prescribed for the tax-
able year. However, no amended decla-
ration may be filed until after the in-
stallment date on or before which the
original declaration was filed and only
one amended declaration may be filed
during each interval between install-
ment dates. An amended declaration
shall be filed with the district director
g}it(t; whom the original declaration was

ed.

Par. 5. Section 1.6073-2 is amended to
read as follows:

§ 1.6073-2 Fiscal years.

(a) Individuals other than farmers or
fishermen. In the case of an individual
on the fiscal year basis, the declaration
must be filed on or before the 15th day
of the 4th month of the taxable year.
If, however, the requirements of section
6015(a) are first met after the 1st day
of the 4th month and before the 2d
day of the 6th month, the declaration
must be filed on or before the 15th day
of the 6th month of the taxable year.

If such requirements are first met after
the 1st day of the 6th month, and before
the 2d day of the 9th month, the declara-
tion must be filed on or before the 15th
day of the 9th month of the taxable
year. If such requirements are first met
after the 1st day of the 9th month, the
declaration must be filed on or before
the 15th day of the 1st month of the
succeeding fiscal year. Thus, if an in-
dividual taxpayer has a fiscal year end-
ing on June 30, 1956, his declaration
must ke filed on or before October 15,
1955, if the requirements of section 6015
(a) are met on or before October 1, 1955.
If, however, such requirements are not
met until after October 1, 1955, and be-
fore December 2, 1955, the declaraticn
need not be filed until December 15, 1955.

(b) Farmers or fisherman. An indi-
vidual on the fiscal year basis whose
estimated gross income from farming
or, with respect to taxable years begin-
ning after December 31, 1962, from fish-
_'ng (as defined in paragraph (b) of
§ 1.6973-1) is at least two-thirds of his
total estimated gross income from all
sources for such taxable year may file his
declaration on or before the 15th day of
the month immediately following the
closc of his taxable year.

PaAR. 6. Section 1.6073-3 is amended to
read as follows:

§ 1.6673-3 Short taxable years.

(a) Individuals other than farmers
or fishermen. In the case of short tax-
able years the declaration she™ he filed
on or before the 15th day of the 4th
month of such taxable year if the re-
quirements ‘of section 6015(a) are met
on or before the 1st day of the 4th

month of such year. If such require-
ments are first met after the 1st day of
the 4th month but before the 2d day of
the 6th month, the declaration must be
filed on or before the 15th day of the
6th month. If such requirements are
first met after the 1st day of the 6th
month but before the 2d day of the 9th
month, the declaration must be filed on
or before the 15th day of the 9th month.
If, however, the reriod for which the
declaration is filed is one of 4 months,
or one of 6 months and the requirements
of section 6015(a) are not met until af-
ter the 1st day of the 4th month, or
one of 9 months and such requirements
are not met until after the 1st day of
the 6th month, the declaration may be
filed on or before the 15th day of the
succeeding taxable year.

(b) Farmers or fishermen. In the
case of an individual whose estimated
gross income from farming or, with re-
spect to taxable years beginning after
December 31, 1962, from fishing (as de-
fined in paragraph (b) of § 1.6073-1) for
a short taxable year is at least two-
thirds of his total estimated gross income
from all sources for such taxable year,
his declaration may be filed on or before
the 15th day of the month immediately
following the close of such taxable year.

Par. 7. Section 1.6153 is amended by
revising subsection (b) of section 6153
and by adding a historical note. The
amended provision reads as follows:

§ 1.6153 Statutory provisions; install-
ment payments of estimated income
tax by individuals.

Sec. 6153. Installment payments of esti-
mated income tazx by individuals. * * *

(b) Farmers or fishermen. If an individ-
ual referred to in section 6073(b) (relating
to income from farming or fishing) makes
a declaration of estimated tax after Sep-
tember 15 of the taxable year and on or be-
fore January 15 of the succeeding taxable
year, the estimated tax shall be paid in full
at the time of the filing of the declaration.

* * * * *

[Sec. 6153 as amended by sec. 1 (a)(3), (c),

Act of Sept. 25, 1962 (Pub. Law 87-682, 76

Stat. 575) ]

PARr. 8. Section 1.6153-1 is amended by
revising paragraph (b) to read as fol-
lows:

§ 1.6153—1 Payment of estimated tax by
individuals.
* * * * *

(b) Farmers or fishermen. Special
provisions are made with respect to the
filing of the declaration and the payment
of the tax by an individual whose esti-
mated gross income from farming or,
with respect to taxable years beginning
after December 31, 1962, from fishing is
at least two-thirds of his total gross in-
come from all sources for the taxable
year. As to what constitutes income



from farming or fishing within the
meaning of this paragraph, see para-
graph (b) of § 1.6073-1. The declaration
of such an individual may be filed on or
before January 15 of the succeeding tax-
able year in lieu of the time prescribed
for individuals generally. Where such
an individual makes a declaration of
estimated tax after September 15 of the
taxable year, the estimated tax shall be
paid in full at the time of the filing of
the declaration.

Par. 9. Section 1.6654 is amended by
revising subsection (b) (1) of section
6654 and so much of subparagraph (C)
of subsection (d) (1) of section 6654 as
precedes clause (i), and by adding a his-
torical note. The amended provisions
read as follows:

§ 1.6654 Siatutory provisions; failure
by individual to pay estimated in-
come tax.

SEC. 6654. Failure by individual to pay esti-
mated income tax. * * *

(b) Amount of underpayment. * * *

(1) The amount of the installment which
would be required to be paid if the estimated
tax were equal to 70 percent (6624 percent
in the case of individuals referred to in sec-
tic n 6073(b), relating to income from farm-
inz or fishing) of the tax shown on the re-
turn for the taxable year or, Iif no return was
fil=d, 70 percent (6623 percent In the case of
individuals referred to in section 6073(b) re-
lating to income from farming or fishing)
of the tax for such year, over

* - - . .

(d) Ezxception. * * *

(1) U

(C) An amount equal to 70 percent (6624
percent in the case of individuals referred
to in section 6073(b), relating to income
from farming or fishing) of the tax for the
taxable year computed by placing on an
annualized basls the taxable income for the
months in the taxable year ending before
the month in which the Installment is re-
quired to be paid. For purpnses of this sub-
paragraph, the taxable income shall be placed
on an annualized basis by—

* - . . .
[Sec. 6654 as amended by sec. 1(a) (4), Act of
Sept. 25, 1962 (Pub. Law 87-682, 76 Stat.
575) |

Par. 10. Section 1.6654-1 is amended
by revising subparagraph (1) (i) of para-
graph (a) and Example (1) in paragraph
(c) to read as follows:

§ 1.6654—1 Addition to the tax in the

case of an individual.

(a) Ingeneral. (1) * * *

(i) 70 percent (6624 percent in the
case of individuals referred to in section
6073(b), relating to income from farm-
ing or, with respect to taxable years be-
ginning after December 31, 1962, from
fishing) of the tax shown on the return
for the taxable year or, if no return
was filed, 70 percent (66% percent in

the case of individuals refciicd w In
section 6073(b), relating to income from
farming or, with respect to taxable years
beginning after December 31, 1262, from
fishing) of the tax for such year, divided
by the number of installment dates pre-
scribed for such taxable year, over

(c) Examples. * * *

Ezample (1). An Individual taxpayer files
his return for the calendar year 1966 on April
15, 1956, showing a tax of $40,000. He has
pald a total of $20,000 of esiimated tax In
four equal Installments of 85,000 on each
of the four Installment dates prescribed
for such year. No other payments were made
prior to the date the return was filed. Since
the amount of each Installment pald by the
last date prescribed for payment thereof is
less than one-quarter of 70 percent of the
tax shown on the return, the addition to
the tax Is applicable in respect of the under-
payment existing as of each installment date
and is computed as follows:

(1) Amount of tax shown on re-

LT o o R 840, 000
(2) 70 percent of item (1)_-.__._._.__ 28, 000
(3) One-fourth of item (2)_..____._ 7, 000
(4) Deduct amount pald on each

Installment date__.___._______ 5, 000

(5) Amount of underpayment for
each Installment date (item
(3) minus item (4))---.=... 2, 000
(6) Addition to the tax:
1st installment—period 4-

15-55 to 4-16-56_______._ 8120
2d installment—period 6-
16-55 to 4-15-56.________ 100
3d installment—period 8-
15-55 to 4-15-56________ 70
4th installment—period 1-
15-56 to 4-15-56________ 30
TOtRl. . icsusnns 320

PAR. 11. Section 1.6654-2 is amended
by revising so much of subparagraph (3)
of paragraph (a) as precedes subdivision
(1). This amended provision reads as
follows:

§ 1.6654-2 Exceptions to imposition of
the addition to the tax in the case of
individuals.

(a) In general. * * *

(3) The amount which would have
been required to be paid on or before the
date prescribed for payment if the esti-
mated tax were an amount equal to 70
percent (6625 percent in the case of in-
dividuals referred to in section 6073(b),
relating to income from farming or, with
respect to taxable years beginning after
December 31, 1962, from fishing) of the
tax computed by placing on an annual
basis the taxable income for the calen-
dar months in the taxable year preceding
such date. The taxable income shall be
placed on an annual basis by—

[F.R. Doc. 63-10379; Filed, Sept. 30, 1963:
8:48 am.|
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