
Saturday, November 15, 1958
[Lemon Reg. 765]

Part 953—Lemons Grown in  California 
and Arizona

LIMITATION OF HANDLING
§ 953.872 Lemon Regulation 765—(a) 

Findings. (1) Pursuant to the market­
ing agreement, as amended, and Order 
No. 53, as amehded (7 CFR Part 953), 
regulating the handling of lemons grown 
in California and Arizona, effective un­
der the applicable provisions of the Ag­
ricultural Marketing Agreement Act of 
1937, as amended (7 U. S. C. 601 et seq,; 
68 Stat. 906, 1047), and upon the basis 
of the recommendation and information 
submitted by the Lemon Administrative 
Committee, established under the said 
amended marketing agreement and or­
der, and upon other available informa­
tion, it is hereby found that the limita­
tion of handling of such lemons as 
hereinafter provided will tend to effec­
tuate the declared policy of the ac t..

(2) It is hereby further found that 
it is impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after publica­
tion hereof in the F ederal Register (60 
Stat. 237; 5 U. S. C. 1001 et seq.) because 
the time intervening between the date 
when information upon which this sec­
tion is based become available and the 
time when this section must become 
effective in order to effectuate the de­
clared policy of the act is insufficient, 
and a reasonable time is permitted, under 
the circumstances, for preparation for 
such effective time; and good cause exists 
lor making the provisions hereof effective 
as hereinafter set forth.-The Committee 
neid an open meeting during the current 
week, after giving due notice thereof, 
to consider supply and market conditions 
or lemons and the need for regulation; 

interested persons were afforded an op- 
E Unii L t0 submit information and 
views at this meeting; the recommenda- 
:o0a W  suPP°rting information for 
regulation during the period specified 
nerein were promptly submitted to the 
department after such meeting was held;
«_ Provisions of this section, includ- 
ng its effective time, are identical with 

p¡L aS resaid recommendation of the 
and information concerning 

K ?  Provisions and effective time has 
surh .^sseminated among handlers of 
effectifiíf j  is necessary, in order to 
to S?? declared policy of the act,
the section effective during
Pliane? °^ti?erein sPecifledI and com- 
Qufre?nvW¿ h i “ * section jff l -not re- 
of Der<5n^oPeCual Preparation on the part 
be comn?St subject.hereto which cannot
date S o ?  °«£, ?  before the effective washSw« Such committee meeting 

(hiÍ ?  November 12,1958. 
ties of (1) The respective quanti- 
Arizona V?- !  grown 1x1 California and 
the S hÍ ? 1? 1 may be bandied during

FEDERAL REGISTER
(2) As used in this section, “handled,” 

“District 1,” “District 2,” “District 3,” 
and “carton” have the same meaning as 
when used in the said amended market­
ing agreement and order.
(Sec. 5, 49 Stat. 753, as amended: 7 U. S. C. 
608c)

Dated: November 13, 1958.
[seal] s . R. S mith,

Director, Fruit and Vegetable 
Division, Agricultural Mar- 
keting Service.

[F. R. Doc. 58-9531; Filed, Nov. 14, 1958; 
9:11 a. m.]

the ¿rt-CTu uay De candled du:
P. s i  ?  beginning at 12:01 a. m., 
at 12-ni 0Veniber 16, 1958, and ending
are herebvfi-’ S' t-’ November 23, 1958, ( i^ b y  Axed as follows:

(fit ¿ 5 *  1: 9»300 cartons;
(hi) n f f 1Ct' 2: 148*800 cartons; strict 3: 27,900 cartons.

TITLE 15— COMMERCE AND 
FOREIGN TRADE

Chapter III— Bureau of Foreign Com­
merce, Department of Commerce

Subchapter B— Export Regulations 
[9th Gen. Rev. of Export Regs. Arndt. 5

iP art 370— S cope of Export Control by 
D epartment of Commerce

Part 371—General Licenses 
MISCELLANEOUS AMENDMENTS

1. Section 370.6 In-transit shipments 
without unloading is amended by delet­
ing the note at the end thereof.

2. Section 370.7 Shipments entering 
foreign trade zones is amended to read 
as follows:

§ 370.7 Shipments entering foreign 
trade zones—(a) General provisions. 
Shipments of commodities wholly of 
foreign origin for which no customs 
entry has been made and which enter 
a United States foreign trade zone may 
be exported from the foreign trade zone 
without an export license except as 
described in paragraphs (b), (c), <d), 
and (e) of this section.

(b) Hong Kong, Macao, Poland (in­
cluding Danzig), and Subgroup A des­
tinations. Shipments to Hong Kong, 
Macao, Poland (including Danzig), and 
Subgroup A destinations require a vali­
dated license if a shipment of similar 
goods of United States origin could not 
be made from the United States to such 
a destination under the provisions of a 
general license.

(c) Shipments covered by United 
States import certificates. Commodities 
shipped to the United States under a 
United States Import Certificate (Form 
FC-826) i in accordance with the proce­
dure described in § 368.1 (b) of this chap­
ter, require a  validated license.

(d) Shipments of foreign excess prop­
erty. Commodities disposed of by United 
States Government agencies under for­
eign excess property disposal programs 
require a validated license.

(e) Shipments originating in Canada. 
Shipments of commodities originating 
m Canada require a validated license only:

(1) If the shipment does not meet the 
conditions set forth in § 371.9 (b) (l) of 
this chapter; or,

1 This amendment was published in Cur­
rent Export Bulletin 806, dated November 10,
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(2) If the shipment is exported to an 
ultimate destination to which the same 
commodities could not be exported di­
rectly from the United Statesrunder Gen­
eral License GO.

3. Section 371.9 General License GIT • 
in-transit shipments is amended in thé 
following particulars:

a. The note following paragraph (a) 
(2) is amended to read as follows:

Note: 1. A commodity is not considered 
as “moving in transit” within the meaning 
of General License GIT if it is covered by a 
warehouse entry and withdrawn from ware­
house under a withdrawal-for-exportation 
customs entry or if its transit is broken by 
a warehousing or processing operation under 
another type of customs entry.

2. As used in §371.9 (b), commodities or 
stupmchts of commodities which originate 
in any foreign country means commodities 
exported from that country whether or not 
grown, produced, or manufactured there.

3. General License GIT is not applicable to 
exportations of commodities licensed by 
agencies of the United States Government 
other than the Department of Commerce.

4. See § 370.6 of this chapter regarding 
shipments moving in transit via the United 
States without unloading from the carrier.

b. Paragraph (c) Commodities ex­
cepted from the provisions of General 
License GIT Is amended to read as 
follows:

(c) Types of shipments excepted from 
the provisions of General License GIT. 
(1) Commodities shipped to the United 
States under the provisions of a United 
States Import Certificate (Form FC-826) 
may not be reexported to any destination 
under this general license.

(2) Commodities disposed of by United 
States Government agencies under for­
eign excess property disposal programs 
may not be reexported to any destina­
tion under this general license.

The note at the end thereof remains 
unchanged.

4. Section 371.18 General License 
GLR; return of certain commodities im­
ported into the United States, para­
graph (f) Exportation of commodities 
imported under bond for a temporary 
period is amended to read as follows:

^  ^ ^ o r ta t io n  of commodities im­
ported under bond for a temporary pe­
riod. Collectors of Customs are author­
ized, within their discretion, to clear for 
export under this general license com­
modities imported for a temporary pe­
riod into the United States under bond 
in compliance with the provisions of the 
Tariff Act of 1930, as amended (section 
308 and section 201, paragraphs 1607, 
1747, and 1809) ; provided:

(1) The exportation is not destined to
Hong Kong, Macao,* or a Subgroup A 
destination;

(2) The exportation does not include 
commodities excluded under paragraph
(a) - (2) of this section; and

(3) The exporter submits a written 
statement signed in person by the ex­
porter or his authorized agent, and such 
other evidence as may be required by 
the Collector to show that all commodi­
ties included in such exportation were 
imported into the United States and 
utilized for authorized purposes only in 
compliance with the terms of the bond
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and in accordance with the provisions 
of the Tariff Act of 1930.

This amendment shall become effec­
tive as of November 10, 1958.
(Sec. 3, 63 Stat. 7; 50 TJ. S. C. App. 2023.
E O 9630, 10 F. R. 12245, 3 CFR, 1945 Supp., 
E. O. 9919, 13 F. R. 59, 3 CFR, 1948 Supp.)

Loring K. Macy,
Director,

Bureau of Foreign Commerce.
[F. R. Doc. 58-9488; Filed, Nov. 14, 1958; 

8:47 a. m.]

TITLE 9— ANIMALS AND 
ANIMAL PRODUCTS

Chapter I— Agricultural R e s e a r c h  
Service, Department of Agriculture

Subchapter C— Interstate Transportation of Ani­
mals and Poultry 

[B. A. I. Order 384, Admt. 10]
Part 79—S crapie in  S heep

AREAS QUARANTINED
Pursuant to the provisions of sections 1 

and 3 of the Act of March 3,1905,33 Stat. 
1264, as amended, sections 4 and 5 of the 
Act of May 29, 1884, 23 Stat. 32, as 
amended, and sections 1 and 2 of the 
Act of February 2, 1903, 32 Stat. 791, 
as amended (21 U. S. C. 111-113, 120, 
121, 123, 125), §79.2, Part 79, Title 9, 
Codenf Federal Regulations, 1957 Supp., 
as amended, containing a notice of the 
existence In  certain areas of the disease 
of sheep known as scrapie and establish­
ing a qyarantine because of said disease, 
is hereby amended to read as follows:

§ 79.2 Notice and quarantine. Notice 
is hereby given that sheep in Illinois and 
Ohio are affected with scrapie, a conta­
gious, infectious, and communicable dis­
ease, and the following areas in said 
States are hereby quarantined because 
of said disease:

(a) Illinois. (1) La Salle County: SW 
120 acres of the SW quarter <%> of 
Section 13, Township 34 N, Range 5 E;

(2) Warren County: SW quarter <%> 
of Section 15, Township 8 N, Range 3 W ;
* (b) Ohio. (1) Pickaway C o u n t y :  

That part of Walnut Township, Range 21, 
(Section 22 (known as the J. Wright 
Noecker Farm ), bounded on the south by 
the Ashville Fairfield Road beginning at a 
point 2,350 feet eas£ of the junction of 
said road and the Circleville Winchester 
Road, continuing east along the former 
Road for a distance of 1,400 feet; 
bounded on the east by a line running 
from that point northward a distance of 
2,750 feet; bounded on the north by a line 
beginning a t that point and running 
westward parallel to the Ashville Fair- 
field Road for a distánce of 1,050 feet, 
then running south for a distance of 850 
feet, then running west for a distance of 
350 feet; and bounded on the west by a 
line running from that point southward 
for a distance of 1,880 feet to its intersec­
tion with the Ashville Fairfield Road.

(2) Crawford Coynty^ That part of 
Holmes Township (known as the Pearson 
L. Linn Farm) consisting of a rectangular 
area extending 160 rods from east to
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west and 1.2 miles from south to north, 
bounded on the south by Holmes Center 
Road No. 36 and bounded on the east by 
Temple Road; and a rectangular area ex­
tending 160 rods from west to east and 
1.5 miles from south to north, bounded 
on the south by Holmes Center Road 
No. 36 and bounded on the west by 
Temple Road. (These two areas are 
separated from south to north by Temple 
Road.)

Effective date. The foregoing amend­
ment shall become effective upon issu­
ance.

The amendment quarantines certain 
areas in Crawford and Pickaway Coun­
ties in Ohio, and La Salle and Warren 
Counties in Illinois because of Scrapie. 
Hereafter, the restrictions pertaining to 
the interstate movement of sheep from 
quarantined areas, contained in 9 CFR, 
1957 Supp., Part 79, as amended, will 
apply to such areas.

The amendment removes the quaran­
tine from areas in Green and Warren 
Counties in Ohio, previously quarantined 
because of scrapie (23 F. R. 2176). Here­
after, the restrictions pertaining to the 
interstate movement of sheep from 
quarantined areas, contained in 9 CFR, 
1957 Supp., Part 79, as amended, will 
not apply to such areas.

The amendment imposes restrictions 
necessary to prevent the spread of 
scrapie, and relieves certain restrictions 
presently imposed. It must be made 
effective immediately to accomplish its 
purpose in the public interest and to be 
of maximum benefit to persons subject to 
the restrictions which are relieved. Ac­
cordingly, under section 4 of the Ad­
ministrative Procedure Act (5 U. S. C. 
1003), it is found upon good cause that 
notice and other public procedure with 
respect to the amendment are imprac­
ticable and contrary to the public inter­
est, and good cause is found for making 
the amendment effective less than 30 
days after publication in the F ederal 
R egister.
(Secs. 4, 5, 23 Stat. 32, as amended, secs. 1, 
2, 32 Stat. 791, as amended, secs. 1, 3, 33 
Stat. 1264, as amended; 21 U. S. C. 111-113, 
120, 121, 123, 125. Interprets or applies secs. 
6, 7, 23 Stat. 32, as amended, secs. 2, 4, 33 
Stat. 1264, as amended; 21 U. S. C. 115, 117, 
124,126)

Done at Washington, D. C., this 12th 
day of November 195$.

[seal] M. R. Clarkson,
Acting Administrator, 

Agricultural Research Service.
[F. R. Doc. 58-9495; Filed, Nov. 14, 1958;

8:47 a. m.]

TITLE 26— INTERNAL REVENUE
Chapter I— Internal Revenue Service, 

Department of the Treasury
P art 86—G ift T ax U nder Chapter 4 of 

I nternal Revenue Code, As Amended

SUPERSEDURE OF PART
Cross R eference: For supersedure of 

this part, see Title 26 (1954), Chapter I, 
Part 25. § 25.01. infra.

TITLE 26— INTERNAL REVENUE, 
1954

Chapter I— Internal Revenue Service, 
Department of the Treasury 

Subchapter B— Estate and Gift Taxes 
[T. D. 6334]

-Part 25—Gift Tax; GiFts Made After 
D ecember 31, 1954

On January 3,1957, notice of proposed 
rule'' making regarding the Gift Tax 
Regulations (26 CFR Part 25) under 
chapter 12 of subtitle B of the Internal 
Revenue Code of 1954 and under certain 
sections of subtitle F  of the Internal 
Revenue Code of 1954 was published in 
the F ederal R egister (22 F. R. 53). 
After consideration of all such relevant 
matter as was presented by interested 
persons regarding the rules proposed, 
the following regulations are hereby 
adopted. The regulations are applicable 
to gifts made during the calendar year 
1955 and subsequent calendar years:

Gift  Tax
Sec.
25.0-1 Introduction.
25.2501 Statutory provisions; imposition of 

tax.
determination of tax liability

25.2501- 1 Imposition of tax.
25.2502 Statutory provisions; rate of tax.
25.2502- 1 Bate of tax.
25.2502- 2 Donor primarily liable for tax.
25.2503 Statutory provisions; taxable gifts.
25.2503- 1 General definition of “taxable 

gifts” and of “total amount of gifts.”
25.2503- 2 Exclusions from gifts.
25.2503- 3 Future iriterests in property.
25.2503- 4 Transfer for the benefit of a

minor. ...
25.2504 Statutory provisions; taxable gura 

for preceding years.
25.2504- 1 Taxable gifts for preceding years.
25.2504- 3 Valuation of certain gifts for pre­

ceding calendar years.
transfers

25.2511 Statutory provisions; transfers in 
general.

25.2511- 1 Transfers in general.
25.2511- 2 Cessation of donor’s dominion an

25.2511- 3 Transfers by nonresidents not 
citizens. ,,

25.2512 Statutory provisions; valuation

25.2512- 1 Valuation of property; in general.
25.2512- 2 Stocks and bonds.
25.2512- 3 Valuation of interests in b 

nesses.
25.2512- 4 Valuation of notes.
25.2512- 5 Valuation of annuities, 

estates, terms for years, remainders a 
reversions.

25.2512- 6 Valuation of certain life in 
ance and annuity contracts.

25.2512- 7 Effect of excise tax. ld_
25.2512- 8 Transfers for insufficient c

eration.- . h.,g.
25.2513 Statutory provisions; Sif* “Jid“ d

band or wife to third party; considered 
as made one-half by each. d

25.2513- 1 Gifts by husband or wife tojh  
party considered as made one

25.2513- 2 Manner and time of signifying
consent. .

25.2513- 3 Revocation of consent.
25.2513- 4 Joint and several llabilJ^_ f ap.
25.2514 Statutory provisions; pow 

nointment.
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25.2514- 1 Transfers under power of appoint­
ment.

25.2514- 2 Powers of appointment created 
on or before October 21, 1942.

25.2514- 3 Powers of appointment created 
after October 21, 1942-,

25.2515 Statutory provisions; tenancies by 
the entirety.

25.2515- 1 Tenancies by the entirety; in 
general.

25.2515- 2 Tenancies by the entirety; trans­
fers treated as gifts; manner of election 
and valuation.

25.2515- 3 Termination of tenancy by the 
entirety; cases in which entire value of 
gift is determined under section 2515
( b ) .

25.2515- 4 Termination of tenancy by en­
tirety; oases in which none, or a portion 
only, of value of gift is determined under 
section 2515 (b ).

25.2516 Statutory provisions; certain prop­
erty settlements.

25.2516- 1 Certain property settlements.
25.2516- 2 Transfers in settlement of sup­

port obligations.
DEDUCTIONS

25.2521 Statutory provisions; specific ex­
emption.

25.2521-1 Specific exemption.
25.2522 (a) Statutory provisions; charitable 

and similar gifts; citizens or residents.
25.2522 (a )- l Charitable and similar gifts; 

citizens or residents.
25.2522 (a)-2 Transfers not exclusively for 

charitable, etc., purposes.
25.2522 (b) Statutory provisions; charitable 

and similar gifts; nonresidents.
25.2522 (b )-l Charitable and similar gifts; 

nonresidents not citizens.
25.2522 (c) Statutory provisions; charitable 

and similar gifts; disallowance of deduc­
tions in certain cases.

25.2522 (c ) - l  Disallowance of charitable, 
etc., deductions because of prohibited 
transactions.

25.2522 (d) Statutory provisions; charitable
similar gifts; other cross references. 

•40.2523 (a) Statutory provisions; gift to
spouse; in general.;

9 '̂oKof (a)_1 Glft to sfouse; in general. 
40.Z523 (b) Statutory provisions; gift to

spouse; life estate or other terminable 
interest.

25.2523 (b)—1 Life estate or other termi­
nable interest.

25.2523 (c) Statutory provisions; gift to
interest in unidentified assets.

2R OKOQ (?)71 fnterest in unidentified assets.
• 023 (d) Statutory provisions; gift to

ok „rspouse: joint interests.
Wqkoo Joint interests.

23 (e) Statutory provisions; gift to 
spouse; life estate with power of appoint­

as 9 men  ̂in donee spouse.
Marital deduction; life estate

srJr power of appointment in donee spouse.

25 25propertyStatUt° ry provisicms; community

5 1 Marital deduction in cases in -
25 as»? *2? f mmunit.y Property.

' auctions Ut°ry pf°visions: extent of de- 
25.2524-1 Extent of deductions.

FEDERAL REGISTER
Sec.
25.6019- 2 Returns required in case of con­

sent under section 2513.
25.6019- 3 Contents of return.
25.6019- 4 Description of property listed on 

return.
25.6075 Statutory provisions; time for filing 

gift tax returns.
25.6075-1 Time for filing gift tax returns.
25.6081 Statutory provisions; extension of 

time for filing returns.
25.6081-1 Extension of time for filing re­

turns.
25.6091 Statutory provisions; place for filing 

returns or other documents.
25.6091-1 Place for filifig returns and other 

documents.
25.6151 Statutory provisions; time and place 

for paying tax shown on returns.
25.6151-1 Time and place for paying tax 

shown on return.
25.6161 Statutory provisions; extension of 

time fojr paying tax.
25.6161—1 Extension of time for paying tax 

or deficiency.
25.6165 Statutory provisions; bonds where 

time to pay tax or deficiency has been 
extended.

25.6165-1 Bonds where time to pay tax or 
deficiency has been extended.

25.6321 Statutory provisions; lien for taxes
25.6321-1 Lien for tables.
25.6322 Statutory provisions; period of lien.
25.6323 Statutory p r o v i s i o n s ;  validity 

against mortgagees, pledgees, purchasers 
and judgment creditors.

25.6323- 1 Validity against m o r t g a g e e s ,  
pledgees, purchasers, and judgment 
creditors.

25.6324 Statutory provisions; special liens 
for estate and gift taxes.

25.6324— 1 Special lien for gift tax.
25.6601 Statutory provisions; interest on 

underpayment, nonpayment, or exten­
sions of time for payment, of tax.

25.6601—1 Interest on underpayment, non­
payment, or extensions of time for nav- 
ment, of tax.

25.7101 Statutory provisions; form of bonds.
25.7101-1 Form of bonds.

 ̂ PROCEDURE and administration 

6°iatio^atUtory Provisions; notice or regu-
t t S “ 8  reCOrds’ statements and 

25.6001—1 r>25 6011 R.ecords required to be kept.

» . C ,T é “ ” ‘« e‘,ulreme"t of return’
turns ^ t°ry  provisions; gift tax re-

25.6019-1 r,
Persons required to file returns. 

No. 224___ 9

Authority: §§25.0-1 to 25.7101-1 issued 
2U6nr SSSC7788005>  ̂ ^  68A Stat. 917;

G ift Tax

§ 25.01 Introduction—(a) In general. 
The regulations in this part are desig­
nated “Gift Tax Regulations”. The reg­
ulations in this part pertain to (1) the 
gift tax imposed by chapter 12 of subtitle 
B of the Internal Revenue Code on the 
transfer of property by gift by individ­
uals in the calendar year 1955 and sub­
sequent calendar years, and (2) certain 
related administrative provisions of sub-
i i 1!  F °f the Code- ft should be noted that the application of some of the pro­
visions of the regulations in this part 
may be affected by the provisions of an 
applicable gift tax convention with a 
foreign country. Unless otherwise indi­
cated, references in the regulations in 
this part to the “Internal Revenue Code” 
or the “Code” are references to the Inter- 
nal Revenue Code of 1954, as amended 
End references to e section or other pro- 
vision of law are references to a section 
or other prbvision of the Internal Reve­
nue Code of 1954, as amended. The Gift 
Tax Regulations are applicable to the 
transfer of property by gift by individ­
uals m the calendar year 1955 and sub­
sequent calendar years, and supersede 
the regulations contained in Part 86, 
Subchapter B, Chapter I, Title 26, Code* 
of Federal Regulations (1939) (Regula-
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tions 108, Gift Tax), as prescribed and 
made applicable to the Internal Revenue 
Code of 1954 by Treasury Decision 6091 
signed August 16, 1954 (19 F. R 5167* 
Aug. 17, 1954).

(b> Nature of tax. The gift tax is not 
a property tax. I t  is a tax imposed 
upon the transfer of property by indi­
viduals. It is not applicable to trans­
fers by corporations or persons other 
than individuals. However, see* para- 
graph (h) (1) of § 25.2511-1 with respect 
to the extent to which a transfer by or to 
a corporation is considered a transfer 
by or to its shareholders.

(c) Scope of regulations—(1) Deter­
mination of tax liability. Subchapter A 

cî?apter. ^  the Code pertains to 
the determination of tax liability. The 
regulations pursuant to subchapter A 

in §§ 25.2501-1 through
¿0.2504-2.

(2) Transfer. Subchapter B of chap­
ter 12 of the Code pertains to the trans­
fers which constitute the making of gifts. 
The regulations pursuant to subchapter
S tS S i f ï  in §§ 25.2511-1 throughzo.Zolo—2.

(3) Deductions. Subchapter C of 
chapter 12 of the Code pertains to the 
deductions which are allowed in deter­
mining the amount of taxable gifts. The 
regulations pursuant to subchapter C are
25 25240- i h  “  §§ 25-2521~1 through

(4) Procedure and administration 
provisions Subtitle F of the Internal 
Revenue Code contains some sections 
which are applicable to the gift tax The 
regulations pursuant to those sections
2sG7 inei if0r«h ?  §§25 6001-1 through 
î r i r î - i  Such resulàtions do not pur­port to be all the regulations on pro­
cedure and administration which are 
pertinent to gift tax matters. For the 
remainder of the regulations on pro­
cedure and administration which are 

to gift tax matters, see Part 
301 of this chapter (Regulations on Pro­
cedure and Administration).

(d) Arrangement and numbering 
Each section of the Gift Tax Regulations 
(except this section) is préceded by the 
section or subsection of the Internal 
Revenue Code which it interprets. The 
sections of the regulations can readily 
be distinguished from sections of the Code since—

(1) The sections of the regulations are 
printed in larger type;

(2) The sections of the regulations are 
preceded by a section symbol ^nd the 
part number, arabic number 25 followed 
by a decimal point (§ 25.) ; and

(3) The sections of the Code are pre­
ceded by “Sec.”.
Each section of the regulations setting 
forth law or regulations is designated 
by a number composed of the part num­
ber followed by a decimal point (25.) 
and the number of the corresponding 
section of the Internal Revenue Code.
In the case of a section setting forth 
regulations, this designation is followed 
by a hyphen (-) and a number identify­
ing such section. By use of these desig­
nations one can ascertain the sections of 
the regulations relating to a provision 
of the Code. Thus, the section of the 
regulations setting forth section 2521
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of the Internal Revenue Code , is desig­
nated § 25.2521 and the regulations per­
taining to section 2521 are designated 
§ 25.2521-1.

DETERMINATION OF TAX LIABILITY
§ 25.2501 Statutory provisions; im­

position of tax.
Sec. 2501. Imposition of tax—(a) General 

rule. For the calendar year 1955 and each 
calendar year thereafter a tax, computed as 
provided in section 2502, is hereby imposed on 
the transfer of property by gift during such 
calendar year by any individual, resident or 
nonresident, except transfers of intangible 
property by a nonresident who is not a citi­
zen of the United States and who was not en­
gaged in business in the United States during 
such calendar year.

(b) Cross reference. For exclusion oi 
transfers of property outside the United 
States by a nonresident who is not a citizen 
of the United States, see section 2511 (a).

§ 25.2501-1 Impositio : of tax—(a) In 
general. The tax applies to all transfers 
by gift of property, wherever situated, 
by an individual who is a citizen or resi­
dent of the United States, to the extent 
the value of the transfers exceeds the 
amount of the exclusions authorized by 
section 2503 and the deductions author­
ized by sections 2521, 2522, and 2523 
The tax does not apply to a transfer of 
intangible property by a nonresident who 
is not a citizen of the United States and 
who was not engaged in business in the 
United States during the calendar year
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in which the transfer was made. For 
additional rules relating to the applica­
tion of the tax to transfers by nonresi­
dents not citizens of the United States* 
see section 2511 and § 25.2511-3.

(b)~Resident. A resident is an indi­
vidual who has his domicile in the 
United States at the time of the gift. 
For this purpose the United States in­
cludes only the States, the Territories of 
Alaska and Hawaii, and the District of 
Columbia. See section 7701 (a) (9). 
All other individuals are nonresidents. 
A person acquires a domicile in a place 
by living there, for even a brief period o f, 
time, with no definite present intention 
of moving therefrom. Residence with­
out the requisite intention to remain in­
definitely will not constitute domicile, 
nor will intention to change domicile 
effect such a change unless accompanied 
by actual removal.

§ 25.2502 
of tax. x

Sec. 2502. Rate of tax—(a) Com putation  
of tax. The tax Imposed by section 2501 for 
each calendar year shall be an amount equal 
to the excess of—

(1) A tax. computed in accordance with 
the rate schedule set forth in this subsec­
tion, on the aggregate sum of the taxable 
gifts for such calendar year and for each 
of the preceding calendar years, over

(2) A tax, computed in accordance with 
such rate schedule, on the aggregate sum of 
the taxable gifts for each of the preceding 
calendar years.

Statutory provisions; rate

sidering only those gifts made after June 
6,1932. For the meaning of this term see 
§ 25.2504-1.

(3) Third step. Ascertain the total 
amount of the taxable gifts, which is the 
sum of the amounts determined in the 
first and second steps.

(4 ) Fourth step. Compute the tax on 
the total amount of taxable gifts (as de­
termined in the third step) using the 
rate schedule set forth in paragraph (b) 
of this section.

(5) Fifth step. Compute the tax on 
“the aggregate sum of the taxable gifts 
for each of the preceding calendar years” 
(as determined in the second step), using 
the rate schedule set fortl^in paragraph 
(b) of this section.

(6) Sixth step. Subtract the amount 
determined in the fifth step from the 
amount determined in the fourth step. 
The amount remaining is the gift tax for 
the calendar year for which the return 
is being prepared.

(b) Rate of tax. The tax is computed 
in accordance with the following table.

T able fob Computing Gift Tax

(A)

A m ount of 
taxab le  gifts 
equa l to  or 

m ore th a n —

C  (B)

A m oun t of 
taxable gifts 
less th a n —

(C)

- T ax  on 
am o u n t in 

colum n (A)

(D )

Percent

B ate Schedule

--------- over »5,000.

Over *40,000 but not over *50.000-----------g.600. P¡J» ¡¡ '  over t50,000.
Over *50,000 but not over *«0,000---------- *5,250, plus 1» A ^  over $60 ,000.

§  S S I s i s I l « s E 5  « £ £  s s  • § !
o Z  S S S I  not otor Ï tSO .O O O -- *109.2*5. plus «  of =  ^ * 0 0 0 ,0 0 0 .

o l i i  ÎÎ 500 000 bSt not over $2 ,000,000—  $396,150, plus 33% % of excess over $1.500,000.
Over $2 000 000 but not over $2,500,000—  $564,900, plus 36%% of excess over $2 ,000,000.
Over $2,500,000 but not over $3,000,000----$748,650, plus % °^eig 0(J0 000.
Over S3 000 000 but not over $3,500,000----$947,400, plus 42% of » » .
S w  S S S S  Put nut a *  »4.000,000 »1,157,400, plus 44V, J  O =  m m

% Z Z  Ert Sol over Ii S S S t l  I Î S S :  g u t «oit ;  or sncsss over »5.000,000.

t z  Œ fart noi r t S S S S p i “  S 8 t f « =
^ e r » 8̂ 00o!o<W bUt not over »10,000,000-- p i^  of Txc^sllver’tloioOO.OOO,

$5,000
10,000
20,000
30.000
40.000
50.000
60.000

100,000
250.000
500.000
750.000' 1,000,000

1.250.000
1.500.000
2,000,000
2.500.000
3.000. 000
3.500.000
4.000. 000
5.000. 000
6.000. 000 
7,000,000 
8,000,00010,000,000

$112.60 
375.00 

1,200. OO 
2,250. OO
3.600.00
5.250.00
7.125.00

15.525.00
49.275.00

109.275.00
174.900.00
244.275.00
317.400.00
396.350.00
564.900.00
748.650.00
947.400.00

1.157.400.00 
1,378,650; 00
1.851.150.00
2.353.650.00
2.878.650.00
3.426.150.00
4.566.150.00

18H
21
22H

39M
42
44M
i l X
SOX
62J-2

(b) Calendar year. The term “calendar 
year” includes only the calendar year 1932 
and succeeding calendar years, and, in the 
case of the calendar year 1932, includes only 
the portion of such year after June 6 , 1932.

(c) Preceding calendar years. The term 
“preceding calendar years” means the calen­
dar year 1932 and all calendar years interven­
ing between the calendar year 1932 and the 
calendar year for'which the tax is being com­
puted.

(d) Tax to be paid by donor. The tax im­
posed by section 2501 shall be paid by the 
donor.

§ 25.2502-1 Rate of tax—(a) Compu­
tation of tax. While the gift tax is im­
posed separately for each calendar year

on the total taxable gifts made by a 
donor during such a year, the rate of tax 
is determined by the total of all gifts 
made by the donor during such a year 
and in all previous years since June 6 , 
1932. The following subparagraphs set 
forth the six steps to be followed in com­
puting the tax:

(1) First step. Ascertain the amount 
of the “taxable gifts” for the calendar 
year for which the return is being pre­
pared. For the meaning of this term see 
§ 25.2503-1.

(2) Second step. Ascertain ‘ the ag­
gregate sum of the taxable gifts for each 
of the preceding calendar years,” con­

ic) Examples. The following exam- 
pies illustrate the apphcation of tm 
section with respect to g ^ m a d e ^  
citizens or residents of the United

Example (I).  Assume .^ ^ .^ ^ d er'th e  
made taxable gifts, as ascertained ction), 
first step (paragraph (a) (1) o f _ taxable 
of $62,500 and
gifts for prior years, with the resu
amount ascertained under the third
is $62,500. Under the R%frence to
is computed on this amount. amount
the table discloses that the specifi  ̂amthan 
in column (A) nearest to ^ ^ ^ m o u n t ,  
$62,500 is $60,000. The tax on t ^
as shown in column (O - lifts exceeds 
amount by which the ta*aBle gi the tax 
the specified amount is $2,5 rateon such excess amount, computed at the r ^ 
of 21 percent as shown in Q0 jg
$525. The tax on taxable gifts of $6^  
the sum of $7,125 and $525- or $7,650^

Example (2). A donor m S property) 
than- gifts of future interests in t0
during the calendar year 1 . of $3,000
A and $33,000 to B. Two exclusi tbe
each are allowable, i n results 
provisions of section 2503 (b) . specific
in included gifts for 1955 of $57,000.
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exemption was claimed and allowed in a total 
amount of $50,000 in the donor's gift tax re- 
turns for the calendar years 1934 and 1935 so 
there remains no specific exemption available 
for the donor to claim for 1955. The total 
amount of gifts made by the donor during 
preceding years, after excluding $5,000 for 
each donee for^ach calendar year in accord- 
ance witn the provisions of section 1003 
(1) of the 1939 Code, is computed as follows:
Calendar year 1934............................ .... ooo
Calendar year 1935______________  25,000

Total amount of included 
gifts for preceding calen­
dar years--------------------- - i 45j 06o

The aggregate sum of the taxable gifts for 
preceding calendar years is $115,000, which 
is determined by deducting a specific exemp­
tion of $30,000 from $145,000, the total 
amount of included gifts for preceding cal- 

The deduction- from the 1934 
and 1935 gifts for the. specific exemption can­
not exceed $30,000 for purposes of computing 
the tax on the 1955 gifts even though a spe- 
ciflc exemption in a total amount of $50,000
,!0m ^ °W.ed in comPuting the donor’s gift tax liability for 1934 and 1935. (See Daram-anh 
£> .<* « “  -2504-1., The c o m l m J Z  S T e  
S n l  L t  ? c?ie?dar year 1955 (following the 
tw?! ft-forth  in paragraph (a) of this sec­tion) is shown below: —

FEDERAL REGISTER
Less: Deductions:

Charity --------------------------$2, 000
Marital 2 000
Specific exemption______  5 ’ 000

8907
Deductions:

C harity ...-------. . . ----------$2 . 000
Martial--------------------------  2 , 000
Specific exemption______  5 , ooo

Total deductions_____ .1____  $g( ooo

of taxable gifts forAmount
year ----- ------------ __ 12, ooo

1_ - OTt 0/  tax. The steps set
followed Paragraph <a> of this section are

Total deductions___________  $g_ goo

of taxable gifts forAmount 
year_

(b) Computation of tax.
(1) Amount of taxable gifts

14,000

(1) Amount
year. of taxable gifts for

year. for

(2) Total taxable gifts for preceding 
years________ _

$12, 000
(2 ) Total taxable gifts for preceding 

years _________
$14, 000 

50, 000

(3)

(4)

(5)

Total taxable gifts (item (1 )
Plus item (2 ) ) --------------------  82,000

Tax computed op item (3) (us­
ing rate schedule in paragraph
(b) of this section)____ 7 545

Tax computed in item (2 )"(us­
ing- rate schedule in paragraph 
(b) of this section).._______  5,250

50,000 (3) Total taxable gifts (item (1 )
plus item (2 )) — _______ 64 00Q

Tax computed on item (3 ) ___ _ 7 g65
Tax. computed on item (2 ) ____  5 , 250

(4)
(5)

( 6 )

of taxable gifts for

(6) Tax for the calendar year (item
(4) minus item (5) )______ _ 2 295

Vearl\ ^ mf n ^ ? n. 0f T S tax for calendar year 1955 (a) W s taxable gifts for year.
Total gifts of W._______ ___  *0

Less: Portion of items to he reported

Tax for year (item (4) minus
tem (5 ) ) ---------------------------  2,715

darn L ?0̂ ^ ? 11 0/ W’s tax f°r the calen­dar year 1955—{a) W s taxable gifts for year.
Total gifts of W_____  «on non

Less: portion of items to be reportedby spouse (one-half of gift to 
niece) ---------------------------------  5> 000

$57, 000 by spouse
(1) Amount

yeari.__ ___
(2) Total amount of taxable "̂gifts

for preceding years..__________H 5( 0qo

(3) Total taxable gifts____________  172 000 GiftS °f spouse to be in c lu d ed ....!  27,
(4)

Balance________ ____
Gifts of spouse to be included_____  27,25,000 

500

Balance.
500

(5)

Tax computed on item 3 (in ac­
cordance with rate schedule in
paragraph (b ) )______________  31 725
Tax computed on item 2 (using 
same rate schedule). . . _______  18,900

Total gifts for year__ _______  27 500
Less: Exclusions (two of $3,000 each

f<?r d̂augbter and charity and one of $2,500 for son)__________ ___  g qqq

Total gifts for year_________  52 500
Less: exclusions (four of $3,000 each 

for daughter, husband, niece and 
charity, and one of $2,500 for son) ________ 14,500

Total

(6) Tax for year 1955 (item 4 minus
ltem 5>.................— --------------  12,825

endar”1̂ 6 3̂) — ^  Facts- During the cal-
me io llo w in g

--------------- •« •» ?
to w, his w i f e . . : : : : : : : : : : : : ; ; : “  5 ’ SSS

0 a charitable organization_____ igj 000

S  gand * « 3  qUa!ify for the marital deduc- 
tion’25l‘?’/PUrŜ lont t0  the Provisions of sec-
to ?reft the 5;25i t 1 )’ H and W consentbeen mart« Sifts to third parties as having
amonUnT 5  S F & Z J ?  eacIf spouse-years is sŝ n non t?*able Sifts for preceding 
exemption xxr ,^ nly $35,000 of H’s specific 
ceding years a? d allowed in Pre-
tion of nnn^ S r?n?aming specific exemp-
year 1955. See f t sS sS l * £  th!  calendar durina th» s Jo.2521-1. W made no gifts 

calendar year 1955 nor during any 
W claims sufficient

Balance___ ________
Less—Deductions :

Charity--------------------------  $2,000
Marital______ _______  Q
Specific exemption______ i 7> goo

19, 000

inoluded amount of
gifts for year__ _ aa nnn

Deductions: ...................  38,000
............................ $2, 000Marital----- ----------------------10,000

specific exemption_______ 10, 000

Total

Amount
year

deductions_. . . . __ . . .  ig 000

of taxable gifts for

Total deductions.__________  22 , 000

of taxable gifts for

0
... <b) Computation of tax. Since W had no 
ttaxabie gifts’* during the year, there is no

Example (4)— (i) Facts. The facts are the 
examPle (3) except that W made 

01 .$10’000 to her niece and $20,000 to H at various times during the

Amount 
year _.

(b) Computation of tax..
(f ) Amount of taxable gifts

year____ ;_________
(2 ) Total taxable gifts for preceding 

years_______  “

16, 000

for

Preceding calenrin * y®ar 19£5 nor d^ in g  any 
tpecifle eLmn^ year- W claims sufficient 
^  Habiuty!Ptl °n her return to eliminate

endar y e S ^ g s s ^  V  tax for the cal~ year. 9 1955—(a) H s taxable gifts for
Total g 

hess: Portion 
by spouse L
° dau£hter, son and charity)!__

bv snm:;r !0f items to be reported 
t i i P?u.se (one-half of total gifts

$60, 000

£ *  amount
*20 Oifn of °alendar years Is $75,000, and only 
and »1? I  speciflc exemption was claimed
8 25-2521 r  Th?r ^feeding years. See s The remaining specific exemn-

H ™ -000 18 «aimed c S S S r
Computation of H’s tax for the cal- 

yearT 1955—^  H’S taxable Sifts for

Total gifts of H_________  ooo
Less: Portion of items to be reported 

by spouse---------------------------------  27,500

(3) Total taxable gifts.
(4)
(5)
( 6)

$16, 000 

75, 000

91,000

Les«. ®alanc e --------------
each °t Ä "
hy and one o? “  ’ Wife and char"

27, 500 

32, 500

riff« ®aIance—— ---- --------------- 32, 500Gifts of spouse to be included_____  5 , OOO-

$2,500 for son)   u ( 500

T gSte JorClyedard &m° Unt ° f " "year---------------------  21, 000

Total gifts for year............... 37 500
Less: Exclusions ($11,500 as shown in 

example (3) plus $3,000 exclusion 
for gift to niece) ----------------------- 14 500

Total included amount of gifts 
for year----------------- -------— 23, 000

Tax computed on item (3 ) ____  13 g »
Tax computed on item (2 )_____ 10," 275

Tax for year (item (4) minus”
tem (5 ) ) ---------------------------  3,360

25:2502-2 Donor 'primarily liable for 
tax. Section 2502 (d) provides that the 
donor shall .pay the tax. If the donor 
dies before the tax is paid the amount of
ffom t h f d  tS )t ?,Ue the ^ nited States from the decedents estate and his ex-
S r  ~°r adnJinistrator is responsible
s A  ai<Sa w en t^.ut of the estate- (See S 25.6151-1 for the time and place for
payii^ the tax.) if  there is no duty 
qualified executor or administrator, the 

devisees and distributees 
^ e  liable for and required to pay the tax 
to the extent of the value of their in­
heritances, bequests, devises or distribu- 
tive shares of the donor’s estate. If a 
husband and wife effectively signify con­
sent, under section 2513, to have gifts 
made to a third party during any calen-
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dar year considered as made one-half by 
each, the liability with respect to the 
gift ta i  of each spouse for that calendar 
year is joint and several (see § 25.2513- 
4). As to the personal liability of the 
donee, see paragraph (b) of § 301.6324-1 
of part 301 of this chapter (Regulations 
on Procedure and A<jministration). As 
to the personal liability of the executor 
or administrator, see section 3467 of the 
Revised Statutes (31 U. S. C. 192), which 
reads as follows:

Every executor, administrator, or assignee, 
or other person, who pays, in whole or in 
part, any debt due by the person or estate for 
whom or for which he acts before he satisfies 
and pays the debts due to the United States 
from such person or estate, shall become 
answerable in his own person and estate to 
the extent of such payments for the debts 
so due to the United States, or for so much 
thereof as may remain due and unpaid.
As used in such section 3467, the word 
“debt” includes a beneficiary’s distribu­
tive share of an estate. Thus if an exec­
utor pays a debt due by the estate which 
is being administered by him or distrib­
utes any portion of the estate before 
there is paid all of the gift tax which he 
has a duty to pay, the executor is person­
ally liable, to the extent of the payment 
or distribution, for so much of the gift 
tax as remains due and unpaid.

§ 25.2503 Statutory provisions; tax­
able gifts.

S ec . 2503. Taxable gifts— (a) General defi­
nition. The term “taxable gifts” means the 
total amount of gifts made'during the cal­
endar year, less the deductions provided in  
subchapter C (sec. 2521 and following).

(b) Exclusions from gifts ._ In the case of 
gifts (other than gifts of future interests in  
property) made to any person by the donor 
during the calendar year 1955 and subsequent 
calendar years, the first $3,000 of such gifts 
to such person shall not, for purposes of sub­
section (a), be included in the total amount 
of gifts made during such year. Where there 
has been a transfer to any person of a present 
interest in property, the possibility that such 
interest may be diminished by the exercise 
of a power shall be disregarded in applying 
this subsection, if no part of such interest 
will at any time pass to any other person.

(c) Transfer for the benefit of minor. 
No part of a gift to an individual who has 
not attained the age of 21 years on the date 
of such transfer shall be considered a gift 
of a future interest in property for purposes 
of subsection (b) if the property and the 
income therefrom—

(1) May be expended by, or for the benefit 
of, the donee before his attaining the age of 
21 years, and

(2) Will to the extent not so expended—
(A) Pass to the donee on his attaining the 

age of 21 years, and
(B) In the event the donee dies before 

attaining the age of 21 years, be payable to 
the estate of the donee or as he may appoint 
under a general power of appointment as 
defined in section 2514 (c) .

§ 25.2503-1 General definition of 
“taxable gifts” and of “total amount of 
gifts.” The term “taxable gifts” means 
the “total amount of gifts” made by the 
donor during the calendar year less the 
deductions provided for in sections 2521, 
2522, and 2523 '(specific exemption, 
charitable, etc., gifts and the marital 
deduction, respectively). The “total 
amount of gift3” means the sum of the 
values of the^ gifts made during the 
calendar year less the amounts exclud­

able under section 2503 <b). See
§ 25.2503-2.

§ 25.2503-2 Exclusions from gifts. 
Section 2503 (b) provides that the first 
$3,000 of gifts made to any one donee 
during the calendar year 1955 or any 
calendar year thereafter, except gifts of 
future interests in property as defined 
in §§ 25.2503-3 and 25.2503-4, is excluded 
in determining the total amount of gifts 
for the calendar year.- In the case of a 
gift in trust the beneficiary of the trust 

"is the donee. The entire value of any gift 
of a future interest in property must be 
included in the total amount of gifts for 
the calendar year in which the gift is 
made. ,

§ 25.2503-3 Future interests in prop­
erty. (a) No part of the value of a gift 
of a future interest may be excluded in 
determining the total amount of gifts 
made during the calendar year. “Future 
interests” is a legal term, and includes 
reversions, remainders, and other inter­
ests or estates, whether vested or con­
tingent, and whether or not supported by 
a particular interest or estate, which are 
limited to commence in use, possession or 
enjoyment at some future date or time. 
The term has no reference to such con­
tractual rights as exist in a bond, note 
(though bearing no interest until ma­
turity) , or in a policy of life insurance, 
the obligations of whieh are to be dis­
charged by payments in the future. But 
a future interest or interests in such con­
tractual obligations may be created by 
the limitations contained in a trust or 
other instrument of transfer used in ef­
fecting a gift.

(b) An unrestricted right to the im­
mediate use, possession, or enjoyment of 
property or the income from property 
(such as a life estate or term certain) is 
a present interest in property. An ex­
clusion is allowable ^with respect to a 
gift of such an interest (but not in excess' 
of the value of the interest). If a donee 
has received ~ar present interest in prop­
erty, the possibility that such interest 
may be diminished by the transfer of a 
greater interest in the same property to 
the donee through the exercise of a 
power is disregarded in computing the 
value of the present interest, ta  the ex­
tent that no part of such interest will 
at any time pass to any other-person 
(see example (4) of paragraph (c) of 
this section). For an exception to the 
rule disallowing an exclusion for gifts of 
future interests in the case of certain 
gifts to minors, see § 25,2503-4. •

(c) The operation of this section may 
be illustrated by the following examples:

Example ( I ) . Under the terms of a trust 
created by A the trustee is directed to pay 
the net income to B, so long as B shp.ll live. 
The trustee is authorized in his discretion 
to withhold payments of income during any 
period he deems advisable and add such in­
come to the trust corpus. Since B’s right 
to receive the income payments is subject to 
the trustee’s discretion, it is not a present 
interest and no exclusion is allowable with 
respect to the transfer in trust.

Example (2). C transfers certain insur­
ance policies on his own life to a trust created 
for the benefit of D. Upon C’s death the 
proceeds of the policies are to be invested 
and the net income therefrom paid to D 
during his lifetime. Since the income pay­
ments to D will not begin until after C’s 
death the transfer in trust represents a gift

of a future Interest in property against which 
no exclusion is allowable.

Example (3).  Under the terms of a trust 
created by E the net income is to be distrib­
uted to E’s three children in such shares as 
the trustee, in his uncontrolled discretion, 
deems advisable. While the terms of the 
trust provide that all of the net income is 
to be distributed, the amount of income any 
one of the three beneficiaries will receive 
rests entirely within the trustee’s discretion 
and cannot be presently ascertained. Ac­
cordingly, no exclusions are allowable with 
respect to the transfers to the trust,

Example (4).  Under the terms of a trust 
the net income is to be paid to F for life, 
with the remainder payable to G on F’s 
death. The trustee has the uncontrolled 
power to pay over the corpus to F at any 
time. Although F’s present right to receive 
the income may be terminated, no other 
person has the right to such income interest. 
Accordingly, the power in the trustee is 
disregarded in determining the value of F’s 
present interest. The power would not be 
disregarded to the extent that the trustee 
during F’s life could distribute corpus to per­
sons other than F.

Example (5). The corpus of a trust ere; 
ated by J consists of certain real property, 
subject to a mortgage. The terms of the 
trust provide that the net income from the 
property is to be used to pay the mortgage. 
After the mortgage is paid in full the net 
income is to be paid to K during his lifetime. 
Since K’s right to receive the income pay­
ments will not begin until after the mort­
gage is jpaid in full the transfer in trust rep­
resents a gift of a future interest in property 
against which no exclusion is allowable.

Example (6 ), L pays premiums on a pol­
icy of insurance on his life, dll the incidents 
of ownership in the policy (including the 
right to surrender the policy /  are vested in 
M. The payment of premiums by L consti­
tutes a gift of a present interest in property.

§ 25.2503-4 Transfer for the benefit of 
a minor, (a) Section 2503 (c) provides 
that no part of a transfer for the benefit 
of a donee who has not attained the age 
of 21 years on the date of the gift will 
be considered a gift of a future interest 
in property if the terms of the transfer 
satisfy all of the following conditions.

(1) Both the property itself and its 
income may be expended by or for the 
benefit of the donee before he attains the
age of 21 years;

(2) Any portion of the property and 
its income not disposed of under subpar­
agraph (1) of this paragraph will pass 
to the donee when he attains the age oi

L years; and ,
(3) Any portion of the property ana 

s income not disposed of under subpar- 
?raph (1) of this paragraph will be pay- 
ble either to the estate of the donee or 
3 he may appoint under a general power 
f appointment as defined in section ¿5 
ï) if he dies before attaining the age oi
1 years. . ____ l
(b) Either a power of appointment 

xercisable by the donee by will or » 
ower of appointment exercisable by 
onee during his lifetime will satisiy 
le conditions set forth m Paragraph 
a) (3 ) of this section. However’ u 
ransfer is to qualify for the exc 
nder this section, there must be nor 
trictiohs of substance (as distinguished 
rom formal restrictions of the typ 
cribed in paragraph (g) C4) of § 2 5 ^  
e )-l)  by the terms of.the “J f j f ^ e r  f transfer on the exercise ofthepower 
y the donee. However, if the minor
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able during lifetime or is given a pov/er 
of appointment exercisable by will, the. 
fact that under the local law a minor is 
under a disability to exercise an inter- 
vivos power or to execute a will does not 
cause the transfer to fail to satisfy the 
conditions of section 2503 (c). Further, 
a transfer does not fail to satisfy the 
conditions of section 2503 <c) by reason 
of the mere faot th a t—

(1) There is left to the discretion of 
a trustee the determination of the 
amounts, if any, of the income or prop­
erty to be expended for the benefit of 
tne minor and the purpose for which 
the expenditure is to be made, provided 
there are no substantial restrictions un­
der the terms of the trust instrument 
on the exercise of such discretion;

(2) The donee, upon reaching age 21 
has the right to extend the term of the trust; 0£_

(3) The governing instrument con- 
stains a disposition of the property or 
income not expended during the donee’s 
minority to persons other than the 
donee s estate in the event of the default 
of appointment by the donee.

(c) A gift to a minor which does not 
™ fy . the requirements of section 
2503 (c) may be either a present or a

uilder the general rules 
J  ® 25.2503^3. Thus, for example, a 
transfer of property in trust with income 
required to be paid annually to a minor 
beneficiary and corpus to be distributed 
to him upon his attaining the age of 25 
is a gift of a present interest with respect 
to the right to income but is a "gift of a 
tuture mterest with respect to the right
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for the calendar year 1955 and subsequent 
calendar years, be the value of such gift 
which was used in computing the tax for the 
last preceding calendar year, for which a tax 
under this chapter or under corresponding 
provisions of prior laws was assessed Or paid.

id ) Net gifts. For years before the calen­
dar year 1955, the term “net gifts” as used 
in corresponding provisions of prior laws 
shall be read as “taxable gifts” for purposes 
of this chapter.

°f Statutory provisions; tax­able gifts for preceding years.
Sec. 2504. Taxable gifts for vrecedi-nn

giftsSfor th /n 9f ne™1- In computing taxable
calenri/r l  cal®ndar year 1954 and preceding 
the tax fn &T+v.iOT tbe purpose of computing 
calendar f J  th® calendar year 1955 or any 

year hereafter, there shall be
sidered to hST® ™ch tranBferB as were con- 
appicabS Under the *« *  tax laws
iers wpii i .  J;he years ln  which th e trans- 
such d e d ,^ ? ^  and there sha11 he allowed 
such provided for under
the amount that specific exemption in
2521 shall ai?y’ allowahle under section  
respect of th* ap,ph d̂ in aU com putations in
calLdlfyea« ?ornthEJ *** 1954 and previousthe tax fnra +lf0r the PurP°se of computing 

year 1656 -
yews, irom Sifts for preceding
Person bv th* ° f gifts made to any 
year I954yand orde ^  during the calendar 
»mount calendar years, the
of g if t tS ia w !d’ lf ,?ny’ by the provisions 
which the p-mS aPPhcable to the years in 
Purposes of ^  v/ere made shall not, for
the total am on^  i ° n (&)> fae included Ssuch year. modnt of the gifts made during

ealendarlyears ° r r tr!”  f°T preced“ ^thin which 1**1' If the time has expired, 
this chapter or may be assessed under 
eions of prior dnder corresponding provi- 
erty by ¿ f t ^ aws- on the transfer of prop- 
f ar year, as definln«ring a preceding calen- 
U a tax under flth®d 2  se+ction 2502 (c>. and 
»Ponding provisioif cbapter or under corre-
assessed oipaid1?“® of prior laws has been
year> the value nr SU<Lh Preceding calendar 
Preceding c l i e n t!  ch gift made in such 
1 computing the TBar sha11, for Purposes 

T  6 tex Under this chapter

§ 25.2504-1 Taxable gifts for precede 
ing years, (a) In order to determine the 
correct gift tax liability for the calendar 
year 1955 or any calendar year there­
after it is necessary to ascertain the cor- 
rect amount, if any, of the aggregate sum 

toe taxable gifts for each of the pre-
r fw f*  CS ef « / ears# See Paragraph (a) (2) of § 25.2502—1. The wdrds “ag- 
gregg.te sum of the taxable gifts for each 
of the preceding calendar years” means 
the correct aggregate of such gifts 
not necessarily that returned for those 
years and in respect of which tax was 
paid* . An transfers which constituted 
gifts in prior calendar years under 
f , laws, including the provisions 

ot law relating to exclusions from gifts 
m effect at the time the transfers were* 
made are included in determining the 
amount of taxable gifts for preceding 
years. The deductions other than for 

S?!?liic exemption (see paragraph 
*hls. section) allowed by the laws 

m effect at the time the transfers were 
made also are taken into account in de­
termining the aggregate sum of the tax- 
a , g“ ts for Preceding years. (The 
allowable exclusion from a gift was $5,000 
for years before 1939, $4,000 for the cal-
« n n S .i,6818..1939 “ ■»•»h.1942, and $3,000 thereafter.)
nf ^.prm ining the aggregate sum 

glfts for Preceding years, the total of the amounts allowed as de­
ductions, for the specific exemption, un­
der, section 2521 and the corresponding
Snnnn0nS^ prior laws> shall not exceed $30,000. Thus, if the only preceding 
years during which the donor made gifts 

1940 and 1941 (at which time the
S n  nnn  ̂ eQX^ ? H o n  allowable was $40,000), and if in his returns for those
fo rrS ^ a aa nor claimed deductions to­taling $40,000 for the specific exemption
Jn n  nnnP? u 6d- ^ xable ^ifts totaling $110,000, then In determining the aggre-
?fte sum of the taxable gifts for preced­
ing years, the deductions for the specific 
exemption cannot exceed $30,000 and
tm <ffgregate of the donor’s taxable gifts for preceding years will be $120 000 
(instead of the $110,000 reported on his 
returns for preceding years). (The al­
lowable deduction for the specific exemp­
tion was $50,000 for calendar years be­
fore 1936, $40,000 for calendar years 1936 
through 1942, and $30,000 thereafter.)

(c) If, during any preceding calendar 
year, the donor and his spouse consented 
to have gifts made to third parties con­
sidered as made one-half by each spouse, 
pursuant to the provisions of section 2513 
or section 1000 (f) of the Internal Reve­
nue Code of 1939 (which corresponds to 
section 2513), these provisions shall be 
taken into account in determining the 
aggregate sum of the taxable gifts for 
that preceding calendar year.
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(d) If interpretations of the gift tax 

law in prior calendar years resulted in 
the erroneous inclusion of property for 
gift tax purposes which should have been 
excluded, or the erroneous exclusion of 
property which should have been in­
cluded adjustments must be made in 
order to arrive at the correct aggregate 
o f , taxable gifts for preceding years 
However, see section 1000 (e) and (g) of 
the 1939 Code relating to certain dis­
cretionary trusts and reciprocal trusts.

§ 25.2504-2 Valuation of certain gifts 
oToa p™ceding calendar years. Section 
2504 (c) provides that if the valuation of 
a teansfer for gift tax purposes with 
respect to a gift made in a preceding 
calendar year is a t issue, and if the statu­
tory period within which an assessment 
may be made with respect to the gift has 
expired and a tax has been actually as­
sessed or paid for such prior calendar 
year, then the value of the gift for pur- 
poses of arriving at the correct amount 
of the taxable gifts for preceding years 
is the value which was used in computing 
the tax for the last preceding calendar 
year for which a tax was assessed or paid 
under chapter 12 of the Internal Revenue 
Code of 1954 or the corresponding pro­
visions of prior laws; However, this rule 
will not prevent an adjustment in value 
where no tax was paid or assessed for the 
prior year Furthermore, this rule does 
not apply to adjustments involving issues
.<Seoff25n250Mat‘On' Se<i paraBraph 

transfers

§ 25.2511 Statutory provisions; trans­
fers in general.

Sac. 2511. Transfers in general— (a) Scone 
t?r,the limitatI°ns contained In this 

cSonter' .th® taX imposed by section 2501 shall apply whether the transfer is in trust or 
otherwise, whether the gift is direct or in­
direct. and whether the property is real or 
personal, tangible or intangible; but in the 
n n f nonresident not a citizen of the 
United States, shall apply to a transfer only if
Statesr°Perty iS sitUated within the United

(b) Stock in corporation. Shares of stock 
™ ned a“d held by a nonresident not a citi- 

of. theJ United States shall be deemed 
property within the United States only if 
issued by a domestic corporation.

§ 25.2511-1 Transfers in general, (a) 
he gift tax applies to a transfer 

by way of gift whether the transfer is 
m trust or otherwise, whether the gift 
is direct or indirect, and whether the 
property is real or personal, tangible or 
intangibie. For example, a taxable 
transfer may be effected by the creation 
of a trust, the forgiving of a debt, the 
assignment of a judgment, the assign­
ment of the benefits of an insurance 
policy, or the transfer of cash, certifi­
cates of deposit, or Federal, State or 
municipal bonds. Statutory provisions 
which exempt bonds, notes, bills and 
certificates of indebtedness of the Fed­
eral Government or its agencies and the 
mterest thereon from taxation are not 
applicable to the gift tax, since the gift 
tax is an excise tax on the transfer, and 
is not a tax on the subject of the gift.

(b) In the case of a nonresident alien 
who was not engaged in business in the 
united States (see § 25.2501-1) during



8910

the calendar year, the tax is imposed only 
if the gift consisted of real estate or tan­
gible personal property situated within 
the United States at the time of transfer. 
See §§ 25.2501-1 and 25-2511-3;

(c) The gift tax also applies to gifts 
indirectly made. Thus, all transactions 
whereby property or property rights'or 
interests are gratuitously passed or con­
ferred upon another, regardless pf the 
means or device employed, constitute 
gifts subject to tax. See further 
§ 25.2512-8. Where the law governing 
the administration of the decedent’s 
estate gives a beneficiary, heir, or next- 
of-kin a right to completely and un­
qualifiedly refuse to accept ownership of 
property transferred, from a decedent 
(whether the transfer is effected by the 
decedent’s will or by the law of descent 
and distribution of intestate property), 
a refusal to accept ownership does not 
constitute the making of a gift if the 
refusal is made within a reasonable time 
after knowledge of the existencè of the 
transfer\T he  refusal must be unequivo- 
cable and effective under the local law. 
There can be no refusal of ownership 
of property after its acceptance. Where 
the local law does not permit such a re­
fusal, any disposition by the beneficiary, 
heir, or next-of-kin whereby ownership 
is transferred gratuitously to another 
constitutes the making of a gift by the 
beneficiary, heir, or next-of-kin. In any 
case where a refusal is purported to 
relate to only a part of the property, 
the determination of whether or not 
there has been a complete and unquali- 
fied refusal to accept ownership will de­
pend on all of the facts and circum- 
stancesv in each particular case, taking 
into account the recognition and effec­
tiveness of such a purported refusal 
under the local law. In  the absence of 
facts to the contrary, if a person fails 
to refuse to accept a transfer to him of 
ownership of a decedent’s property 
within a reasonable time after learning 
of the existence of the transfer, he will 
be presumed to have accepted the prop­
erty. In illustration, if Blackacre was 
devised to A under the decedent’s will 
(which also provided that all lapsed leg­
acies and devises shall go to B, the resid­
uary beneficiary), and under the local 
law A could refuse to accept ownership 
in which case title would be considered 
as never having passed to A, A’s refusal' 
to accept Blackacre within a reasonable 
time of learning of the devise will not 
constitute the making of a gift by A to 
B. However, if a decedent who owned 
Greenacre died intestate with C and D 
as his only heirs, and under local law 

. the heir of an intestate cannot, by refusal 
to accept, prevent himself from becom­
ing ar> owner of intestate property, any 
gratuitous disposition by C (by whatever 
term it is known) whereby he gives up 
his ownership of a portion of Greenacre 
and D acquires the whole thereof con­
stitues the making of a gift by C to D.

(d) If a joint income tax return is 
filed by a husband and wife for a taxable 
year, the payment by one spouse of all or 
part of the income tax liability for such 
year is not treated as resulting in a trans­
fer which is subject to gift tax. The 

- same rule is applicable to the payment of
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gift tax for a calendar year in the case of 
a husband and wife who have consented 
to have the gifts made considered as 
made half by each of them in accordance 
with the provisions of section 2513.;

(e) If a donor transfers by gift less 
than his entire interest in property, the 
gift tax is applicable to the interest 
transferred. The tax is applicable, for 
example, to the transfer of an undivided 
half interest in property, or to the trans­
fer of a life estate when the grantor re­
tains the remainder interest, or vice 
versa. However, if the donor’s retained 
interest is not susceptible of measure­
ment on the basis of generally accepted 
valuation principles, the gift tax is ap­
plicable to the entire value of the prop­
erty subject to the gift. Thus, if a 
donor, aged 65 years, transfers a life 
estate in property to A, aged 25 years, - 
with remainder to A’s issue, oc in default 
of issue, with reversion to the donor, the 
gift tax will normally be applicable to 
the entire value of the property.

(f) If a donor is the owner of only a 
limited interest in property, and trans­
fers his entire interest, the interest is in 
every case to be valued by the rules set 
forth in §§ 25.2512-1 through 25.2512-7. 
If the interest is a remainder or reversion 
or other future interest, it is to be valued 
on the basis of actuarial principles set 
forth in § 25.2512-5, or if it is not suscep­
tible of valuation in that manner, in ac­
cordance with the principles set forth in 
§ 25.2512-1.

(g) (1) Donative intent on the part of 
the transferor is not an essential element 
in the application of the gift tax to the 
transfer. The application of the tax is 
based on the objective facts of the trans­
fer and the circumstances under which 
it is made, rather than on the subjective 
motives of the donor. However, there 
are certain types of transfers to which 
the tax is not applicable. It is applicable 
only to a transfer of a beneficial interest 
in property. It is not applicable to ' a 
transfer of bare legal title to a trustee. A 
transfer by a trustee of trust property 
in which he has no beneficial interest 
does not constitute a gift by the trustee 
(but such a transfer may constitute a 
gift by the creator of the trust, if until 
the transfer he had the power to change 
the beneficiaries by amending or revok­
ing the tru st). The gift tax is not ap­
plicable to a transfer for a full and 
adequate consideration in money or 
money’s worth, or to ordinary business 
transactions, described in § 25.2512-8.

(2) If a trustee has a  beneficial inter­
est in trust property, a transfer of the 
property by the trustee is not a taxable 
transfer if it is made pursuant to a 
fiduciary power the exercise or nonexer­
cise of which is limited by a reasonably 
fixed or ascertainable standard which is 
set forth in the trust instrument. A 
clearly measurable standard under which 
the holder of a power is legally account­
able is such a standard for this purpose. 
For instance, a power to distribute corpus 
for the education, support, maintenance, 
or health of the beneficiary; for his rea­
sonable support and comfort; to enable 
him to maintain his accustomed stand­
ard of living; or to meet an emergency, 
would be such a standard. However, a

power to distribute corpus for the pleas­
ure, desire, or happiness of a beneficiary 
is not such a standard.. The entire con­
text of a provision of a trust instrument 
granting a power must be considered in f 
determining whether^he power is limited 
by a reasonably definite standard. For 
example, if a trust instrument provides 
that the determination of the trustee 
shall be conclusive with respect to the 
exercise or nonexercise of a power, the 
power is not limited by a reasonably defi­
nite standard. However, the fact that 
the governing instrument is phrased in 
discretionary, terms is not in itself an 
indication m at no such standard exists.

(h) The following are examples of 
transactions resulting in taxable gifts 
and in each case it is assumed that the 
transfers were not made for an adequate - 
and full consideration in money or 
money’s worth f

( 1 )  A transfer of property by a cor­
poration to B is a gift to B from the 
stockholders of the corporation. If B 
himself is a stockholder, the transfer is 
a gift to him from the other stockholders 
but only to the extent it exceeds B’s own 
interest in such amount as r, shareholder.
A transfer of property by B to a corpo­
ration generally represents gifts by B to 
the other individual shareholders of the 
corporation to the extent of their pro­
portionate interests in the corporation. 
However, there may be an exception to 
this rule, such as a transfer made by an 
individual to a charitable, public, politi­
cal or similar organization which may 
constitute a gift to the organization as a 
single entity, depending upon the facts 
and circumstances in the particular case.

(2) The transfer of property to> B if 
thei’e is imposed upon B the obligation of 
paying a commensurate annuity to C is a
gift to C. |  ,. a

(3) The payment of money or tne
transfer of property to B in considera­
tion of B’s promise to render a service to 
C is a gift to C, or to both B and C, de­
pending on whether the service to be 
rendered to C is or is not an adequate ana 
full consideration in money or moneys 
worth for that which is received by B. 
See section 2512 (b) and the regulations 
thereunder. ,

(4) If A creates a joint bank account 
for himself and B (or a similar type o 
ownership by which A can regain the en­
tire fund without B’s consent), there i 
gift to B when B draws upon the accoun 
for his own benefit, to the extent of tn 
amount drawn without any obligation 
account for a part of the proceeds • 
Similarly, if A purchases a United State 
savings bond registered as payabi
“A or B,” there is a gift to B when B sur­
renders thè bond for cash without any 
obligation to* account for a part o 
proceeds j^ A .^  hig own funds purchases
property and has the title convey 
himself and B as joint owner , 
rights of survivorship (other than a 3 
ownership described in example. ... gr 
which rights may be deff a gift 
party severing his interest, there i f  of 
to B in the amount of half the va 
the property. However, see § 20- 
relative to the creation of a joint ^  
(or tenancy by the entirety)
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and wife in real property with 
rights of survivorship which, unless the 
donor elects otherwise is not considered 

/ as a transfer includible for Federal gift 
I tax purposes at the time of the creation 

or the joint tenancy. See § 25.2515-2 
with respect to determining the extent to 
which the creation of a tenancy by the 
entirety constitutes a taxable gift if the 
donor elects to have the creation of the 
tenancy so treated. See also § 25.2523 
Xd)-1 with respect to the marital deduc­
tion allowed in the case of the creation of 
a joint tenancy or a tenancy by the 
entirety. 9 y

(6) If A is possessed of a vested re­
mainder interest in property, subject to 
being divested only in the event he should 
fail to survive one or more individuals 
or the happening of some other event an 
lrrevocabie assignment of all or any part 
Of his interest would result in a transfer 
includible for Federal gift tax pur-
?oSceoC, ^ e.e f sPeciaHy Paragraph (e) of s 25.2512̂ -5 for the valuation of an in­
terest of this type.

(7) If A, without retaining a power to 
revoke the trust or to change the bene­
ficial interests therein, transfers property 
m trust whereby B is to receive the in­
come for life and at his death the trust is 
to terminate and the corpus is to be re­
turned to A, provided A survives, but if A 
predeceases B the corpus is to pass to C 
A has made a gift equal to the total value 
of the property less the value of his re-
sa9?liii.n cer^st' See Paragraph (e) of § 25.2512-5 for the valuation of the 
donor s retained interest.

If the insured Purchases a life nsurance policy, or pays a premium on 
^Previously issued policy, the proceeds 
or hL1C£ -are Payable to a beneficiary 
and !>a +vClaries other than /his estate, 
rotor« respect to whichvthe insured 
Sw reversionary interest in him- 
tho !! hlS e?tate and no power to revest 
^ COnT 1C benefits in himself or his 
S r  « t0 ?hange the beneficiaries or 

rod Pvrtl0nate benefits (or if the 
S n f f relm5 Ulshes ^  assignment, by 

I Wi!igato 0n °f t new beneflciary or other- 
in a nrlv^y power that was retained 

^ lssued Pohcy), the insured 
or to thp a gl+ft *f the value of the policy, 
even ?,Xx?nt of the premium paid, 

the right of the assignee or 
difinnoi y t0 receive the benefits is con- 
P?r the v T 11̂  surviving the insured, 
cies see §25.25lS-ef insurance poU~
an d liS 11« 6 pr°Pe^ty held by a husband 
to Purch?l mmUnity property is used
band^Hf Juisurance upon the hus-
designa^d^ if thli 'd.person is revocably
State and under thesidered to rJlt- hucband’s death is con- 
the wife th«?® .absolute. the transfer by 
the time a ? Z e 5? \ gift b* the w ife \t  
the S o im  of S, and's death of haK 
insurance^ f the proceeds of such

suam to wldeb1* if  pension Pian (pur- 
right to an has an un(iualified
option to takfm^2  an emPl°yee has an 
huity tor a retirement an­
nuity for h i S fnfl0I?e or a smaller an- 
annuity navahio6** i^ith a survivorship 
hie electkttflwfi!'0 hiS wife> an irrevoca-- n by the employee to take the
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reduced annuity in order that an annuity 
may be paid, after the employee’s death 
to his wife results in the making of a 
gift. However, see section 2517 and the 
regulations thereunder for the exemp- 
tion from gift tax of amounts attribut- 
a,ble to employers’ contributions under 
qualified plans and certain other con­tracts.
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§ 25.2511-2 Cessation of donor^s do­
minion and control, (a) The gift tax is 
not imposed upon the receipt of the prop­
erty by the donee, nor is it necessarily 
determined by the measure of enrich­
ment resulting to the donee from the 

.por 18 if conditioned upon 
abl“ fy f° identify the donee at the time 
of the transfer. On the contrary, the 
tax is a primary and personal liability of 
the donor, is an excise upon ¿is act of 
making the transfer, is measured by the 
value of the property passing from the 
f f 1\01Ivand attacbes regardless of the fact 
;? at ilhe, identity of the donee may not then be known or ascertainable.

(b) As to any property, or part there­
of or interest therein, of which the donor 
has so parted with dominion and control 
as to leave in him no power to change its 
disposition, whether for his own benefit 
or for the benefit of another, the gift is 
complete. But if upon a transfer of 
property (whether in trust or otherwise) 
the donor reserves any power over its 
disposition, the gift may be wholly in­
complete, or may be partially complete 
and partially incomplete, depending 
upon all the facts in the particular case 
Accordingly, in every case of a transfer 
of property subject to a reserved power 
the terms of the power must be examined* 
and its scope determined. For example 
if a donor transfers property to another 
in trust to pay the income to the donor 
or accumulate it in the discretion of the 
trustee, and the donor retains a testa­
mentary power to appoint the remainder 
among his descendants, no portion of the 
transfer is a completed gift. On the 
other hand, if the donor had not retained 
the testamentary power of appointment, 
but instead provided that the remainder 
should go to X or his heirs, the entire 
transfer would be a completed gift 
However, if the exercise of the trustee’s 
power in favor of the grantor is limited 
by a fixed or ascertainable standard (see 
paragraph (g) (2) of § 25.2511-1) en­
forceable by or on behalf of the grantor 
then the gift is incomplete to the extent 
ot the ascertainable value- of any rights 
thus retained by the grantor.

(c) A gift is incomplete in every in­
stance in which a donor reserves the 
power to revest the beneficial title to the 
property in himself. A gift is also in­
complete if and to the extent that a re­
served power gives the donor the power 
to name new beneficiaries or to change 
the interests of the beneficiaries as be­
tween themselves unless the power is a 
fiduciary power limited by a fixed or 
ascertainable standard. Thus, if  an 
estate for life is transferred but by 
an exercise of a power, the estate may 
be terminated or cut down by the donor 
to one of less value, and without restric­
tion upon the extent to which the estate 
may be so cut down, the transfer consti­
tutes an incomplete gift. If in this ex-

ample the power was confined to the 
right to cut down the estate for life to 
one for a term of five years, the certainty 
of an e|tate for not less than that term 
results in a gift to that extent complete.

(d) A gift is not considered incom­
plete, however, merely because the donor 
reserves the power to change the manner 
or time of enjoyment. Thus, the creation 
of a trust the income of which is to be 
paid annually to the donee for a period 
of years, the corpus being distributable 
to him at the end of the period, and the 
power reserved by the donor being 
limited to a right to require that, instead 
of the income being so payable, it should 
be accumulated and distributed with the 
corpus to the donee a t the termination 
giftthG penod’ constitutes a completed

(e) A donor is considered as himself 
having a power if it is exercisable by him 
in conjunction with any person not hav­
ing a substantial adverse interest in the 
disposition of the transferred property 
or the income therefrom. A trustee, as 
such, is not a person having an adverse 
interest in the disposition of the trust 
property or its income.

(f) The relinquishment or termina­
t e 11. of a power to change the benefi­
ciaries of transferred property, occurring 
otherwise than by the death of the donor 
(the statute being confined to transfers 
by living donors), is regarded as the 
event which completes the gift and 
causes the tax to apply. For example, if 
A transfers property in trust for the 
benefit of B and C but reserves the power 
as trustee to change the proportionate 
interests of B and C, and if A thereafter 
has another person appointed trustee 
in place of himself, such later relin­
quishment of the power by A to the new 
trustee completes the gift of the trans­
ferred property, whether or not the new 
trustee has a substantial adverse inter­
est. The receipt of income or of other 
enjoyment of the transferred property 
by the transferee or by the beneficiary 
(other than by the donor himself) during 
the interim between the making of the 
initial transfer and the relinquishment 
or termination of the power operates to 
free such income or other enjoyment 
from the power, and constitutes a gift 
of such income or of such other enjoy­
ment taxable as of the calendar year of 
its receipt. If property is, transferred 
in trust to pay the income to A for life

J.rema n̂der powers to dis­
tribute corpus to A, and to withhold in­
come from A for future distribution to 
B, are powers to change the beneficiaries 
of the transferred property.

(g) If a donor transfers property to 
himself as trustee (or to himself and 
some other person, not possessing a sub­
stantial adverse interest, as trustees), 
and retains no beneficial interest in the 
trust property and no power over it ex­
cept fiduciary powers, the exercise or 
nonexercise of which is limited by a fixed 
or ascertainable standard, to change the 
beneficiaries of the transferred property 
the donor has made a completed gift and 
the entire value of the transferred prop­
erty is subject to the gift tax.

(h) If a donor delivers a properly in­
dorsed stock certificate to the donee or
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the donee’s agent, the gift is completed 
for gift tax purposes on the date of de­
livery. If the donor delivers the certifi­
cate to his bank or broker as his agent, 
or to the issuing corporation or its trans­
fer agent, for transfer into the name'of 
the donee, the gift is completed on the 
date the stock is transferred on the books 
of the corporation.

(j) If the donor contends that a 
power is of such nature as to render the 
gift incomplete, and hence not subject 
to the tax as of the calendar year of 
the initial transfer, the transaction shall 
be disclosed in the return and evidence 
showing all relevant facts, including a 
copy of the instrument of transfer, 
should be submitted.

§ 25.2511-3 Transfers by nonresidents 
not citizens^-(a) in  general. Sections 
2511 and 2501 contain provisions relating 
to the taxation of transfers by nonresi­
dent alien donors. (See paragraph (b) 
of § 25.2501-1 for definition of the term 
“resident.”) As combined these rules
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a domestic corporation, irrespective of 
where the certificates are physically lo­
cated. Therefore, the tax will not under 
any circumstances apply to the transfer 
of a share of such stock by a nonresident 
alien donor. * .

§ 25.2512 Statutory provisions; valua­
tion of gifts.

Sec. 2512. Valuation of gifts, (a) If the 
gift is* made iti property, the value thereof 
at the date of the gift shall be considered 
the amount of the gift.

(b) Where property is transferred for less 
than an adequate and fuir consideration in  
money or money’s worth,, then the amount 
by which the value of the property exceeded 
the value of the consideration shall be 
deemed a gift, and.shall be included in com­
puting the amount of gifts made during the 
calendar year.

(1) i f  the nonresident alien donor was 
not engaged in business in the United 
States during the calendar year in which 
the gift was' made, the tax applies only 
to the transfer of real property and tan­
gible personal property situated in the 
United States.

(2) If the nonresident alien donor was 
engaged in business in the United States 
during the calendar year in which the 
gift was made, the tax applies to the 
transfer of all property (whether real or 
personal, tangible or intangible) situated 
in the United States.

(b) Situs of property. (1) Real prop­
erty, tangible personal property, and, 
except as otherwise provided in subpara­
graph (2) of this paragraph (relating to 
shares of stock), the written evidence of 
intangible personal property which is 
treated as being the property itself are 
within the United States if physically 
situated therein. For example, a bond 
for the payment of money is not within 
the United States unless physically sit­
uated therem. Intangible personal prop­
erty thew m ten evidence of which is not 
treated as being the property itself con­
stitutes property within the United 
States if consisting of a property right 
issuing from or enforceable against a 
resident of the United States or a domes­
tic corporation (public or private) irre­
spective of' where such written evidence 
is physically located.

(2) Shares of stock owned and held 
by a nonresident alien donor constitute 
property within the United States if is­
sued by a domestic corporation, irrespec­
tive of where the certificates are physi­
cally located. However, since a share of 
stock is intangible property, the transfer 
by a nonresident alien donor of a share 
of stock issued by a domestic corporation 
would, under the provisions of para­
graph (a) of this section, be subject to 
the tax only if the donor was engaged 
in business in the United States during 
the calendar year in which the gift was 
made. _

(3) Shares of stock owned and held 
by a nonresident alien donor do not con­
stitute property within the United States 
if issued by a corporation which is not

§ 25.2512-1 Valuatiqnof property; in 
general. Section 2512 provides that if a 
gift is made in property, its value at the 
date of the gift shall be considered the 
amount of the gift. The value of the 
property is the price at-which such prop­
erty would change hands between a will­
ing buyer and a willing seller, neither be­
ing under any compulsion to buy Or to 
sell, and both having reasonable knowl­
edge of relevant facts.' The value of a 
particular kind of property is not the 
price that a forced.sale of the property 
would produce.- The value is generally 
to be determined by ascertaining as a 
basis the fair market value at the time of 
the gift of each unit of the property. 
For example, in the case of shares of 
stocks or bonds, such unit of property is 
generally a share or a bond. Property 
shall not be returned at the value at 
which it is assessed for local tax purposes 
unless that value represents the fair mar­
ket value thereof on the date of the gift. 
All relevant faqts and elements of valine 
as of the time of the gift shall be con­
sidered. See §§ 25.2512-2 through 
25.2512-6 for further information con­
cerning the valuation of particular kinds 
of property.

§ 25.2512-2 Stocks and bonds—(a) 
In general. The value of stocks and 
bonds is the fair market value per share 
or bond on the date of the gift.

(b) Based on selling prices. If there 
is a market for stocks or bonds, on a stock 
exchange, in an over-the-counter m ar­
ket, or otherwise, the mean between the 
highest and lowest quoted selling prices 
on the date of the gift is the fair market 
value per share or bond, f If there were 
no sales on the date of the gift, but there 
were sales on dates within a reasonable 
period both before and after the date of 
the gift, the fair market value is deter­
mined by-taking a weighted average of 
the means between the highest and low­
est sales on the nearest date before and 
the nearest date after the date of the 
gift. The average is to be weighted in­
versely by the respective numbers of 
trading days between the selling dates 
and the date of the gift. For example, 
assume that sales of stock nearest the 
date of the gift (Friday, June 15) oc­
curred two trading days before (Wednes­
day, June 13) and three trading days 
after (Wednesday, June 20) and that on 
these days the mean sale prices per share 
were $10 and $15, respectively. The

price of $12 Is taken as representing 
the fair market value of a share of 
the stock as of the date of the gift 
/  (3 x  10) +  (2 X15) y  in s te p  the

mean sale prices per share on June 
13 and June 20 were $15 and $10, 
respectively, the price of $13 is taken 1 
as representing the fair market value
^ (3X15) +  (2X10)^ jf  stocks or bonds

are listed on more than one exchange, 
the records of the exchange where the 
stocks or bonds are principally dealt in 
should be employed. In valuing listed 
securities, the donor should be careful to 
consult accurate records to obtain values 
as of the date of the gift. If quotations 
of unlisted securities are obtained from 
brokers, or evidence as to their sale is 
obtained from officers of the issuing com­
panies, copies of letters furnishing such 
quotations or evidence of sale should be 
attached to the return.

(c) Based on bid and asked prices. If 
the provisions of paragraph (b) of this 
section are inapplicable because actual 
sales are not available during a reason­
able period beginning before and ending 
after the date of the gift, the fair market 
value may be determined by taking the 
mean between the bona fide bid and 
asked prices on the date of the gift, or if 
none, by taking a weighted average of the 
means between the bona fide bid and 
asked prices on the nearest trading date 
before and the nearest trading date after 
the date of the gift, if both such nearest 
dates are within a reasonable period. 
The average is to be determined in th 
manner described in paragraph (b) oi
this section. . .  »(d) Where selling prices and bid ana, 
asked prices are not available for aa 
both before and after the date of gift, i 
the provisions of paragraphs (b) and ^  
of this section are inapplicable-^cause 
no actual sale prices or quoted bona fide 
bid andrasked prices are available on a 
date within a reasonable period; befor 
the date of the gift, but such pnees^are 
available on a date within a reasonable 
period after the date of the g > . .  
versa, then the mean between the h ig_  
est and lowest available sale prices 
bid and asked prices may be taken a
the value. . anA(e) Where selling prices or bid ana,
asked prices do not represent /air mar^ 
ket value. In cases in which it is estao 
fished that the value per bonder . share 
of any security determined on the bas^ 
of the selling or bid and asked pr s ^  
provided under paragraphs » ^
(d) of this section does n 0̂ freJ L rf g0me
fair market value thereof, t 
reasonable modification r e le v a n t
termined bn that basis or o . n. 
facts and elements of value shall b e e ^  
sidered in determining date
value. Where sales at or near the aa 
of the gift are few or of a spo™ 
nature, such sales alone m ay^no^ ^  
cate fair mar-ket value. In block 0f 
ceptional cases, the size ■ h _ 
securities made the subject of eacm ^ q{ 
rate gift in relation to the _ be
shares changing hands in gelling
relevant in determining w of tbe 
prices reflect the fair mark
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block of stock to be valued. If the donor 
can sh6w that the block of stock to be 
valued, with reference to each separate 
gift, is so large in relation to the actual 
sales on the existing market that it 
could not be liquidated in a reasonable 
time without depressing the market, the 
price at which the block could be sold as 
such outside the usual market, as 
through an underwriter, may be a more 
accurate indication of value than mar­
ket quotations. . Complete data in sup­
port of any allowance claimed due to the 
size of the block of stock being valued 

■ should be submitted with the return. 
On the other hand, if the block of stock 
to be valued represents a controlling 

. interest, either actual or effective, in a 
going business, the price a t which other 
lots change hands may have little rela­
tion to its true value.

(f) Where selling prices or bid and 
asked prices are unavailable. If the pro­
visions of paragraphs (b), (c), and (d)

- of this section are inapplicable because 
actual sale prices and bona fide bid and 
asked prices are lacking, then the fair' 
market value is to be determined by tak­
ing the following factors into considera-

(1) In the case of corporate or other 
ponds, the soundness of the security, the 
interest yield, the date of maturity, and 
other relevant factors; and

(2) In the case of shares of stock, the 
company’s net worth, prospective earn-
anHP<+uer and dividend-paying capacity, and other relevant factors.
w?!»0/ the “other relevant factors” re- 
erred to in subparagraphs (1) and (2)

L i ,1f-Paragfaph are: The goodwill of 
the econ°mic outlook in the 

Ln pdustry; the company’s posi-
«. i *1 ̂ be industry and its management; 
rpspnf^u °i contr°i of the business rep- 

the block of stock to be val- 
raHA« the values of securities of corpo- 
lines nf ePga.geci in the same or similar 
2 1  °f b«siness which are listed on a 
to ho exchange- However, the weight 
other SUCh comParisons or any
the ^dentiary  factors considered in 
upon t?mation °f a value depends 
toanctoi faCi S °/ each case- Complete 
the vainiffnd- °iher data upon which 
ted with 1S based should be submit- 
reporta nfthe return’ including copies of 
p a n / L l r  lam inations of the com- 
anv tShS? accountants, engineers, or 
dateo?theg f teXPertS ^  °f °r near the

AsmesS?"3, Y aluation of interests in 
arrive at ^ are should be taken to 
interest, in « ac°urate valuation of any 
transfers _17̂ l:bu®iness which the donor 
consideSttonh°at an adequate and full 
Worth Tho f ln money or money’s 
interest i n ,  lair. market value of any 
nershin ¡5 a busmess, whether a part-
amount l iL £ roprietorship’ is the net
Whether an ^ willing purchaser, 
Would nav f ^ d+Irdual or a corporation, 
seller, neit.hll- w 6 mterest to a willing 
si°n to buv ^ bf lng nnder any compul-
^asonable k n n ^ J f11 and both having
facts. Theno? ,ledge of the relevant 
basis of f i l ia lValue is determined on the-

FEDERAL REGISTER
(1). A fair appraisal as of the date of 

the gift of all the assets of the business, 
tangible and intangible, including good
W ill; \
• The demonstrated earning capac­
ity of the business; and

(3) The other factors set forth in 
paragraph (f) of § 25.2512-2 relating 
to the valuation of corporate stock, to 
the extent applicable.
Special attention should be given to de­
termining an adequate value of the good 
will of the business. Complete financial 
and other data upon which the valuation 
is based should be submitted with the 
return, including copies of reports of ex­
aminations of the business made by ac­
countants, engineers, or any technical 
experts as of or near the date of the gift.

§ 25.2512—4 Valuation of notes. The 
fair market value of notes, secured or 
unsecured, is presumed to be the amount 
of unpaid principal, plus accruedinter- 
est to the date of the gift, unless the 
donor establishes a lower value. Unless 
returned at face value, plus accrued in­
terest, it must be shown by satisfactory 
evidence that the note is worth less than 
the unpaid amount (because of the in­
terest rate, or date of maturity, or other 
cause), or that the note is uncollectible 
m part (by reason of the insolvency of 
the party or parties liable, or for other 
cause), and that the property, if any 
pledged or mortgaged as security is 
insufficient to satisfy it.

of nil v «  ueierminea on tt
No 9?4 eJevant factors including-

§ 25.2512-5 Valuation of annuities, life 
estates, terms for years, remainders and 
reversions—(a,)-In general, (l) The fair 
market value of annuities, life estates, 
terms for years, remainders and rever­
sions is their present value, determined 
under this section, except in the case of 
annuities and life insurance under con­
tracts issued by companies regularly en­
gaged in their sale. The valuation of 
such commercial annuity contracts and 
insurance policies is determined under 
§ 25.2512-6. Where the donor transfers 
property in trust or otherwise and retains 
an interest therein, the value of the gift 
is the value of the property transferred 
less the value of the donor’s retained in­
terest. If the donor assigns or relin­
quishes an annuity, life estate, remainder 
or reversion which he holds by virtue of 
a transfer previously made by himself or 
another, the value of the gift is the value 
of the interest transferred.

(2) The present value of an annuity, 
life estate, remainder or reversion de­
termined under this section which is de­
pendent on the continuation or termina­
tion of the life of one person is computed 
by the use of Table I in paragraph (f) of 
this section. The present value of an 
annuity, term for years, remainder or 
reversion dependent on a term certain is 
computed by the use of Table n  in para­
graph (f). If the interest to be valued 
is dependent upon more than one life 
or there is a term certain concurrent 
with one or more lives, see paragraph (e) 
of this section. For purposes of the 
computations described in this section 
the age of a person is to be taken as the 
age of that person a t his nearest birth­day.

8913
(b) Annuities—  (1) Payable annually 

at end of year. If an annuity is payable 
annually at the end of each year during 
the hfe of an individual (as for example 
if the first payment is due one year after 
the date of the gift), the amount payable 
annually is multiplied by the figure in 
column 2 of Table I opposite the number 
of years in column 1 nearest the age of 
the - individual whose life measures the 
duration of the annuity. If the annuity 
is payable annually at the end of each 
year for a definite number of years, the 
amount payjible annually is multiplied 
by the figure in column 2 of Table II 
opposite the number of years in column 1 
representing the duration of the annuity. 
The application of this subparagraph 
may be illustrated by the following 
examples;

Example (1 ). The donor assigns an an- 
nuity of $10,000 a year payable annually dur­
ing his life immediately after an annual pay­
ment has been made. The age of the donor 
on the date of assignment is 40 years and 8
S®***“ ; reference to Table I, it is found 
that the figure in column 2 opposite 41 
years is 17.6853. The value of the gift is
176853 )re' $176’853 ($10-000 multiplied by

Example (2). The donor was entitled to 
receive an annuity of $10,000 a year payable 
annually at the end of annual -periods 
throughout a term of 20 years; the donor, 
when 15 years have elapsed, makes a gift 
thereof to his son. By reference to Table II 
it is found that the figure in column 2 oppo­
site 5 years, the unexpired portion of the 
20-ypar period is 4.5151. The present value 
or the annuity is, therefore, $45,151 ($10 000 
multiplied by 4.5151).

(2) Payable at the end of semiannual, 
quarterly, monthly, or weekly periods 
If an annuity is payable a t the end 
of semiannual, quarterly, monthly, or 
weekly periods during the life of ari 
individual (as for example if the first 
payment is due one month after the date 
01 •tire i 1 . ’ the aggregate amount to be 
paid within a year is first multiplied by 
the figure in column 2 of Table I opposite 
the number of years in column 1 nearest 
the age of the individual whose life 
measures the duration of the annuity. 
Tne product so obtained is then multi­
plied by whichever of the following fac­
tors is appropriate:

1.0087 for semiannual payments, !
1.0130 for quarterly payments,
1.0159 for monthly payments,
1.0171 for weekly payments.

If the annuity is payable at the end of 
semiannual, quarterly, monthly, or week­
ly periods for a definite number of years 
the aggregate amount to be paid within 
a year is first multiplied by the figure in 
column 2 of Table II opposite the number 
of years in column 1 representing the 
duration of the annuity. The product so 
obtained is then multiplied by whichever 
of the above factors is appropriate. The 
application of this subparagraph may be 
illustrated by the following example;

Example. The facts are the same as those 
contained In example (1) set forth in sub- 
paragraph (1 ) above, except that the annuity 
is payable semiannually. The aggregate an­
nual amount, $10,000, is multiplied by the 
factor 17.6853, and the product multiplied bv " 
3;0087. The value of the gift is, therefore, 
$178,391.62 ($10,000X17.6853X1.0087).
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(3) Payable at the beginning of an­
nual, semiannual, quarterly, monthly, or 
weekly periods, (i) If the first payment 
of an annuity for the life of an indi­
vidual is due at the beginning cf the 
annual or other payment period rather 
than at the end (as for example if the 
first payment is to be made immediately 
after the date of the gift), the value of 
the annuity is the sum of (a) the first 
payment plus <b) the present value of 
a similar annuity, the first payment of 
which is not to be made until the end 
of the payment period, determined as 
provided in subparagraph (1) or (2 ) of 
this paragraph. The application of this 
subdivision may be illustrated by the 
following example:

Example. The donee is made the bene­
ficiary for life of an annuity of $50 a month 
from the income of a trust, subject to the 
right reserved by the donor to cause the 
annuity to be paid for his own benefit or 
for the benefit of another. On the day a 
payment is due, the donor relinquishes his 
reserved power. The donee is then 50 years 
of age. The value of the gift is $50 plus 
the product of $50 X 12 X 14.8486 (see Table I)
X 1.0159, or $9,100.82.

(ii) If the first payment of an annuity 
for a definite number of years is due at 
the beginning of the annual or other 
payment period, the applicable factor is 
the product of the factor shown in 
Table II multiplied by whichever of the 
following factors is appropriate:

1.0350 for annual payments,
1.0262 for semiannual payments,
1.0218 for quarterly payments,
1.0189 for monthly payments, or
1.0177 for weekly payments.

The application of this subdivision may 
be illustrated by the following example:

Example. The donee is the beneficiary of 
an annuity of $50 a month, subject to a 
reserved right in the donor to cause the 
annuity or the cash value thereof to be paid 
for his own benefit or the benefit of another. 
On the day a payment is due, the donor 
relinquishes the power. There are 300 pay­
ments to be made covering a period of 25 
years, including the payment due. The value 
of the gift is the product of $50 X 12 X 16.4815 
(factor for 25 years, Table II) X 1.0189, or 
$10,075.80.

(c) Life estates and terms for years. 
If the interest, to be valued is the right 
of a person for his life,, or for the life 
of another person, to receive the income 
of certain property or to use nonincome- 
producing property, the value of the in­
terest is the value of the property multi­
plied by the figure in column 3 of Table I 
opposite the number of years nearest to 
the actual age of the measuring life. If 
the interest to be valued is the right to 
receive income of property or to use non­
income-producing property for a term 
of years, column 3 of Table II is used. 
The application of this paragraph may be 
illustrated by the following example:

Example. The donor, who during his life 
is entitled to receive the income from prop­
erty worth $50,000, makes a gift of such 
interest. The donor is 31 years old on the

date of the gift. The value of the gift is 
$35,534 ($50,000X0.71068).

(d) Remainders or reversionary in­
terests. If the interest to be valued is a 
remainder or reversionary interest sub­
ject to a life estate, the value of the in­
terest should be obtained by multiplying 
the value of the property at the date of 
the gift by the figure in column 4 of Table
I opposite the number of years nearest 
the age of the life tenant. If the remain­
der or reversion is to take effect at the 
end of a term of years, column 4 of Table
II should be used. The application of 
this paragraph may be illustrated by the 
following example:

Example. The donor transfers by gift 
property worth $50,000 which he is entitled 
to receive upon the death of his brother, to 
whom the income for life has been be­
queathed. The brother at the date of the 
gift is 31 years of age. By reference to Table 
I, it  is found that the figure in colurtin 4 
opposite age 31 is 0.28932. The value of the 
gift is, therefore, $14,466 ($50,000X0.28932).

(e) Actuarial computations by the In­
ternal Revenue Service. If the interest 
to be valued is dependent upon the con­
tinuation, or termination of more than 
one life, or there is a term certain con­
current with one or more lives, oi if the 
retained interest of the donor is condi­
tioned upon survivorship, a special factor 
is necessary. The factor is to be com­
puted upon the basis of the Makehamized 
mortality table appearing as Table 38 
of United States Life Table and Actuarial 
Tables 1939-41, published by the United 
States Department of Commerce, Bureau 
of the Census, and interest at the rate of 
3 y2 percent a year, compounded annu­
ally. Many such factors may be found 
in, or readily computed with the use of 
the tables contained in, a pamphlet en­
titled “Actuarial Values for Estate and 
Gift Tax.” This pamphlet may be pur­
chased from the Superintendent of Docu­
ments, United States Government Print­
ing Office, Washington 25, D. C. How­
ever, if a special factor is required in 
the case of an actual gift, the Commis­
sioner will furnish the factor to the donor 
upon request. The request must be ac­
companied by a statement of the date of 
birth of each person, the duration of 
whose life may affect the value of the in­
terest, and by copies of the relevant 
instruments.

(f) The following tables shall be used 
in the application of the provisions of 
this section:

T able I

T able I—Continued

(Table, single life, 3Yt percent, showing the present 
worth of an annuity, of a life interest, and of a remain­
der interest)

(1)
Age

9 ..................
10 ________________---
11...............
12 ...............
13. ............
14 ................................
15 ................................
16 ................................
17 ________________________________
18 ................................ ................................
19 ................................ ................................
20 ................................ ................................
21..............
22 ..............
23 ............
24- ' ___ :
25 ................................
26 ................................
27 ................................
28 ................................
29 ................................
30 ................................
31 ........................
32 ................................
33 ................................

' 34- . —
35.............
36 .  ________________
37,  ________________
38—
39 ................................
40 ................................
41 ................................
42 ................................
43 ................................
44—  
45. ____
46 ................................
47 ................................
48 . — .
49_____
50. . — .
51 ________________
52 ________________
53 ________________
54—
55 ________________
56 ________________
57 ________________
58 ________________
59—
60_____
61_____
62—
63 ________________
64 ________________
65 ________________
66—
67____
68^ —

(Table, single life, V/i percent, showing the present 
worth of an annuity, of a life interest, and of acemam- 
der interest)

70..
71..
72.. 
7 3 -
74..
75..
76..
77.
78. 
79- 
80. 
81- 
82.
83.
84.
85-
86-
87.
88.

(1)

A ge

(2) . 

A nnuity

(3)

Life estate

(4)

Remainder

23.9685 0.83890 b. 16110
24.9035 .87162 .12838

2 l ______________ 24.8920 .87122 .12878
24.8246 .86886 .13114
24.7378 .86582 .13418
24.6392 .86237 .13763
24.5326 .85864 .14136
24.4188 .85466 .14534

8................................. 24.2982 .85044 .14956

100-
101-
102.
103-
104- 
105.

(2) (3)

A n n u ity jife esta te  Re

24.1713 0.84600
24.0387 .84135
23.9008 .83653
23.7600 ' .83160
23.6161 .82656
23.4693 .82143
23.3194 .81618’
23.1665 .81083
23.0103 .80536
22.8511 .79979
22.6870 . 79404
22. 5179 .78813
22.3438 .78203
22.1646 .77576
21.9801 '.76930
21.7902. .76266
21.5950 .75582
21.3942 .74880
21.1878 .74157
20.9759 .73416
20.7581 .72653
20. 5345 .71871
20.3052 .71068
20.0699 .70245
19.8288 .69401
19.5816 .68536
19.3285 .67650
19.0695 .66743
18.8044 .65815
18.5334 .64867
18.2566 .63898
17.9738 .62908
17.6853 .61899

• 17.3911 .60869
17.0913 .59820
16. 7860 .58751
16.4754 .57664
16.1596 .56559
15.8388 .55436
15.5133 .54297
15.1831 .53141
14.8486 .51970
14.5101 .50785
14.1678 .49587
13.8221 .48377
13.4734 .47157
13.1218 .45926
12.7679 .44688
12.4120 .43442
12.0546 .42191
11.6960 .40936
11.3369 .39679
10.9776 .38422
10.6186 . 37165
10.2604 . 35911
9.9086 .34663
9. 5486 .33420

.32186

.30962
9.1960

• 8.8464
8.5001 — .29750 

.28552 
,27370 
.26205 
.25059 
.23934 
.22831 
.21752 
.20698 
.19670 
.18671 
.17700 
. 16759 

, - .15849 
.14970 
.14123 
.13308 
.12526 
. 11777 
.11060 
. 10377 
.09726 
.09107 
.08520 

. .07964 
.07439 
.06944 
.06477 
.06040 
.05629 
.05244 

. .04882 
.04541 
.04212 
.03877 

r  .03491 
.02911 

• .01691

8.1578
7.8200
7.4871
7.1597
6.8382
6. 5231
6.2148

- 5.9137
5.6201
5.3345
5.0572
•4.7884
4.5283
4.2771
4.0351
3.8023
3. 5789
3.3648
3.1601
2.964S
2 .778£
2.6019
2.4342
2.2754
2. 125-:
1.9839
1.8507
1.7256
1.6082
1.4982
1 .394£
1.2972
1 . 203:
1.1078
.997:
• 831S
'.4831

(4)

0.15400 
.15865 
.16347 
.16840 
.17344 
.17857 
.18382 
.18917 
.19464 , 
.20021 * 
.20596 
.21187 
.21797 
.22424 
.23070 
.23734 
.24418 
.25120 
.25843 
.26584 
.27347 
.28129 
.28932 
.29755 
.30599 , 
.31464 
.32350 
.33257 
.34185 
.35133 
.36102 
.37092 
.38101 
.39131 
.40180 
.41249 
.42336 
,43441 
.44564 
.45703 
.46859 
.48030 
.49215 
.50413 

' ,51623 
-.52843 
.54074 
.55312 
‘.56558 
.57809 
.59064 
.60321 
.61578 
.62835 
.64089 
.65337 
,66580 
.67814 
.69038 
.70250 
.71448 
.72630 
.73795 
.74941 
.76066 
.77169 
.78248 
.79302 
.80330 
.81329 
.82300 
.83241 
.84151 

-  .85030
.85877 
.86692 
.87474 
.88223

.90274

.90893

.91480

.92036

.92561

.93056

.93528

.93960

.94371

.94756

.95118

.95459

.95788

.96123

.96509
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Table II

(Table showing the present worth at 3JS percent Of an 
annuity  for a term certain, of an income interest for a 
term certain, and of a remainder interest postponed for 
a term certain) ,

(1) (2)

s A n n u ity

(3)

T erm
certain

0.9662 0.033816
1. 8997 .066489
2.8016 .098057
3.6731 .128558
4.5151 . 158027
5.3286 .186499
6.1145 . 214009

- . 6.8740 .240588 ■
7.6077 .266269
8.3166" .291081
9.0016 .315054
9.6633 .338217

10.3027 .360596
• 10.9205 .382218

11.5174 . 403109
12.0941 .423294
12.6513 .442796
13.1897 .461639
13. 7098 . 479844
14.2124 . 497434
14. 6980 . 514429
15.1671 .530849
15.6204 .546714
16.0584’ .562043
16. 4815 .576853
16.8904 .591162
17. 2854 .604988
17.6670 .618346
18.0358 .631252
18.3920 .643722

(4)

R em ainder

0.966184 
.933511 
.901943 
.871442 
.841973 
.813501 
. 785991 
.759412 
.733731 
.708919 
.684946 
.661783 
.639404 
.617782 
.596891 
. 576706 
.557204 
.538361 
.520156 
.502566 
.485571 
.469151 
.453286 
.437957 
.423147- 
.408838 
.395012 
.381654 .368748 
.356278

FEDERAL REGISTER
axe to be made to the company (e. g., a single 
premium policy or paid-up policy) makes a 
gift of the contract. The value of the gift 
is the amount which the company would 
charge for a single premium contract of the 
same specified amount on the life of a person 
of the age of the insured.

Example (4). A gift is made four months 
after the last premium due date of an ordi­
nary life insurance policy issued nine years 
and four months prior to the gift thereof by 
the insured, who was 35 years of age at date 
of issue. The gross annual premium is 
$2,811. The computation follows: .
Terminal reserve at end of tenth

year_. --------------------- - $14> 601 0o
Terminal reserve at end of ninth

year----- ------------------------------  12, 965. 00

8915
perty or estate, shall not be considered 
to any extent a consideration “in money 
or money’s worth.” See, however, sec­
tion 2516 and the regulations thereunder 
with respect to certain transfers incident 
to a divorce.

Increase----- ------------------- 1, 636. 00

One-third of such increase (the 
gift having been made four 
months following the last pre­
ceding premium due date) , is_ 545.33 

Terminal reserve at end of ninth 
year------------------------------------  12, 965 00

Interpolated terminal reserve at
date of gift-------------------------  13, 510- 33

rwo-thirds of gross premium 
($2,811)-------- ---------------------- 1,874.00

§25.2512-6 Valuation of certain life 
insurance and annuity contracts. The 
value of a life insurance contract 
or of a contract for the payment of an 

^Annuity issued by a company regularly 
engaged in the selling of contracts of 
that character is established through the 
sale of the particular contract by the 
company, or through the.sale by the 
company of comparable contracts. As 
valuation of an insurance policy through 
® , of comparable contracts is not 
readily ascertainable when the gift is of
í í ° ntf act which has been in force for 
ome time anji on which further pre­

mium payments are to be made,
adriimf *16 + Jnay be approximated by 
¡ ¡ ¡ g ? i n t e r p o l a t e d  terminal re­
tirme» to ̂  date of the gift the propojr-
DairiaífofPart °f the gross premium last 
covers th&S the date of the gift which 
date the period extending beyond that

Value of the gift--------------  15, 334. 33

§ 25.2512-7 Effect of excise tax. If 
jewelry, furs or other property, the pur­
chase of which is subject to an excise 
tax, is purchased at retail by a taxpayer 
and made the subject of gifts within a 
reasonable time after purchase, the pur­
chase price, including the excise tax is 
considered to be the fair market value of 
the property on the date of the gift, in 
the absence of evidence that the market 
price of similar articles has increased or 
decreased in the meantime. Under other 
circumstances, the excise tax is taken 
into account in determining the fair 
market value of property to the ex­
tent, and only to the extent, that it 
affects the price at which the property 
J^nuld change hands beween a willing 
buyer and a willing seller, as provided 
in § 25.2512-1.

If, however, because of the un-
proxim^H^e of the contract such ap- 
thP ls not reasonably close tofho f. n ----r  icasona
used Thp Ufe’nthi- method may not be 
as rela'Sw 50li f mg examples, so far 
are of giffc iff llfe insurance contracts, 
there nvo f Such contracts on which

or out-
A don°r Purchases from a 

another a liff .comPany for the benefit of 
tract for tv»f insurance contract or a con- 
value of the ° f an annuity. The

Example if f*  Athe cost of the contract, 
from a life iL „‘ An annuitant purchased 
mentannuitf e .company a sinSle Pay- 
he was entitled'̂ nttact by the terms of which 
annuallv fnr +1/  Jeceive Payments of $1,200 
years subsequent durat3.on °f his life. Five 
°f the age o f w !  * ch Purchase, and when 
the contract T h f8’ gratuitously assigns 
amount which iS®  ValUe of the is the 
an annuity contrQC?mpany would change for 
ment of $1 2on Pr°viding for the pay- 
person 50 years annuaUy for the life of a
ance policy on 0wnlnS a life insur-y on which no further payments

§ 25.2512-8 Transfers for insufficient 
consideration. Transfers reached by the 
gift tax are not confined to those only 
which, being without a valuable consider­
ation, accord with the common law con­
cept of gifts, but embrace as well sales 
exchanges, and other dispositions of 
Fif °Pei£y for a consideration to the extent 
that the value of the property trans­
ferred by the donor exceeds the value in 
money or money’s worth of the consider­
ation given therefor. However, a sale 
exchange, or other transfer of property 
made in the ordinary course of business 
(a transaction which is bona fide, at 
arm’s length, and free from any donative 
intent), will be considered as made for an 
adequate and full consideration in money 
or money s worth. A consideration not 
reducible tc a value in money or money’s 
worth, as love and affection, prqmise of 
marriage’ etc., is to be wholly disre­
garded, and the entire value of the prop- 
erty transferred constitutes the amount 
of the gift. Similarly, a relinquish­
ment or promised relinquishment of 
dower or curtesy, or of a statutory estate 
created in lieu of dower or curtesy, or of 
other marital rights in the spouse’s pro-

§ 25.2513 Statutory provisions; gift by 
husband or wife to third party; con­
sidered as made one-half by each.

Sec. 2513. Gift by husband or wife to third 
party—?(&) Considered as made one-half bv 
each ( l)  in  general. A gilt made by one 
BF°^Se- t0 any Person other than his spouse 
shall, for the purposes of this chapter, be 
considered as made one-half by him and one- 
h*al i by, his spouse> but only if at the time 
°* “he gift each spouse is a citizen or resident 
of the United States. This paragraph shall 
not apply with respect to a gift by a spouse 
of an interest in property if he creates in his 
spouse a general power of appointment, as 
defined in section 2514 (c) , over such interest.' 
PFr purposes of this section, an individual 
shall be considered as the spouse of another 
individual only If he is married to such in­
dividual at the time of the gift and does 
not remarry during the remainder of the 
calendar year.

(2 ) Consent of both spouses. Paragraph 
« ,®baP apply only if both spouses have 

signified (under the regulations provided for 
in subsection (b )) their consent to the ap­
plication of paragraph (1) in the case of all 
such gifts made during the calendar year by 
either while married to the other.

(b) Manner and time of signifying con­
sent ( l)  Manner. A consent under this 
section shall be signified in such manner as 
is provided under regulations prescribed bv 
the Secretary or his delegate.

(2 ) Time. Such consent may be so signi­
fied at any time after the close of the calen- 
dar year in which the gift was made, subject 
to the following limitations—
, J A, t ^ he consent may not be signified after 
the 15th day of April following the close of 
such year, unless before such 15th day no 
return has been filed for such year by either 
spouse, in which case the consent may not be 

^signified after ‘a return for such year is filed 
by either spouse;

(B) The consent may not be signified after 
a notice of deficiency with respect to the tax 
for such year has been sent to either spouse 
in accordance with section 6212 (a ) .

(c) Revocation of consent. Revocation of 
a consent previously signified shall be made 
lh such manner as is provided under regula­
tions prescribed by the Secretary or his dele- 
gate, but the right to revoke a consent 
previously signified with respect to a calendar year—
a ,Sba11 not exist after the 15th day of 
April following the close of such year if the 
consent was signified on or before such 15th day; and
. (2) Shall not exist if the consent was not 

signified until after such 15th day.
(d) Joint and several liability for tax. If 

the consent required by subsection (a) (2 ) 
is signified with respect to a gift made in 
any calendar year, the liability with respect 
to the entire tax imposed by this chapter of
severalP° USe f°r SU°h year sbaU be Joint and

§ 25.2513-1 Gifts by husband or wife 
to third party considered as made one- 
half by each, (a) a gift made by one 
spouse to a person other than his (or 
ner) spouse may, for the purpose of the 
gift tax, be considered as made one-half 
by him and one-half by his spouse but 
only if at the time of the gift each spouse 
was a citizen or resident of the United 
States. For purposes of this section, an 
individual is to be considered as the 
spouse of another individual only if he
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was married to such individual at the 
time of the gift and does not remarry 
during the remainder of the calendar 
year.

(b) The provisions of this section will 
apply to gifts made during a particular 
calendar year only if both spouses signify 
their consent to treat all gifts made to 
third parties during that calendar year 
by both spouses while married to each 
other as having been made one-half by 
each spouse. As to the manner and time 
for signifying consent, see § 25.2513-2. 
Such consent, if signified with respect to 
any calendar year, is effective with re­
spect to all gifts made to third parties 
during such year except as follows:

(1) If the consenting spouses were 
not married to each other during a por­
tion of the calendar year the consent is 
not effective with respect to any gifts 
made during such portion of the calendar 
year. Where the consent is signified by 
an executor or administrator of a de­
ceased spouse, the consent is not effec­
tive with respect to gifts made by the 
surviving spouse during the portion of 
the calendar year that his spouse was 
deceased.

(2) If either spouse was a nonresi­
dent not a citizen of the United States 
during any portion of the calendar year, 
the consent is not effective with respect 
to any gift made during that portion of 
the calendar year.

(3) The consent is not effective with 
respect to a gift by one spouse of a prop­
erty interest over which he created in 
his spouse a general power of appoint­
ment (as defined in section 2514 (c)>.

(4) If one spouse transferred property 
in part to his spouse and in part to third 
parties, the consent is effective with re­
spect to the interest transferred to third 
parties, only insofar as such interest is 
ascertainable at the time of the gift and 
hence severable from the interest trans­
ferred to his spouse. See § 25.2512-5 for 
the principles to be applied in the valua­
tion of annuities, life estates, terms for 
years, remainders and reversions.

(5) The consent applies alike to gifts 
made by one spouse alone and to gifts 
made partly by each spouse, provided 
such gifts were to third parties and do 
not fall within any of the exceptions set 
forth in subparagraphs (1) through (4) 
of this paragraph. The consent may not 
be applied only to a portion of the prop­
erty interest constituting such gifts. For 
example, a wife may not treat gifts made 
by her spouse from his separate property 
to third parties as having been made 
one-half by her if her spouse does not 
consent to treat gifts made by her to 
third parties during the same calendar 
year as having been made one-half by 
him. If the consent is effectively signi­
fied on either the husband’s return or 
the wife’s return, all gifts made by the 
spouses to third parties (except as de­
scribed in subparagraphs (1) through
(4) of this paragraph), during the cal­
endar year will be treated as having been 
made one-half by each spouse. 1

(c) If a husband and wife consent to 
have the gifts made to third party donees 
considered as made one-half by each 
spouse, and only one spouse makes gifts 
during the year, the other spouse is not

RULES AND REGULATIONS
required to file a gift tax return provided: 
(1) The total value of the gifts made to 
each third party donee is not in excess 
of $6,000, and (2 ) no portion of the prop­
erty transferred constitutes a gift of a 
future interest. If a transfer made by 
either spouse during the year to a third 
party represents a gift of a future inter­
est in property andL the spouses consent 
to have the gifts considered as made 
one-half by each, a gift tax. return for 
such year must be filed by each spouse 
regardless of the value of the transfer. 
(See § 25.2503-3 for the definition of a 
future interest.)

(d) The following examples illustrate 
the application of this section relative to 
the requirements for the filing of a re­
turn, assuming that a consent was ef­
fectively signified:

(1) A husband made gifts valued at $7,000
during the year to a third party and his wife 
made no gifts. Each spouse is required to file 
a return. ■

(2) A husband made gifts valued at $5,000 
to each of two third parties during jfche year 
and his wife made no gifts. Only the hus­
band is required to file a return. (See 
§ 25.6019-2.)

(3) A husband made gifts valued at $5,000 
to a third party, and the wife made gifts 
valued at $2,000 to the same third party dur­
ing the year. Each spouse is required to file 
a return.

(4) A husband made gifts valued at $5,000 
to a third party and his wife made gifts 
valued at $3,000 to another third party dur­
ing the year. Only the husband is required 
to file a return. (See § 25.6019-2.)

(5) A husband made gifts valued at $2,000 
during the year to third parties which repre­
sented gifts of future interests in property 
(see § 25.2503-3), and his wife made no gifts 
during such calendar year. Each spouse is 
required to file a return.

§ 25.2513-2 Manner and time of sig­
nifying consent, (a) Consent to the 
application of the provisions of section 
2513 with respect to a calendar year 
shall, tn order to be effective, be signified 
by both spouses. Ii both spouses file 
gift tax returns within the time for sig­
nifying consent, it is sufficient if—

(1) The consent of the husband is 
signified on the wife’s return, and the 
consent of the wife is signified on the 
husband’s return;

(2) The consent of each spouse is sig­
nified on his own return; or

(3) The consent of both spouses is 
signified on one of the returns.
If only one spouse files a gift tax return 
within the time provided for signifying 
consent, the consent of both spouses 
shall be signified on that return. How­
ever, wherever possible, the notice of the 
consent is to be shown on both returns 
and it is preferred that the notice be 
executed in the manner described in sub- 
paragraph (1) of this paragraph. The 
consent may be revoked only as provided 
in § 25.2513-3. If one spouse files more 
than one gift tax return for a calendar 
year on or before the 15th day of April 
following the close of the calendar year, 
the last return so filed will, for the pur­
pose of determining whether a consent 
has been signified, be considered as the 
return.

(b) The consent may be signified .at 
any time following the close .of the cal­

endar year, subject to the following limi­
tations:

(1) The consent may not be signified 
after the 15th day of April following the 
close of the calendar year, unless before 
such 15th day no return has been filed 
for the year by either spouse, in which 
case the consent may not be signified 
after a return for the year is filed by 
either spouse; and

(2) The consent inay not be signified 
for a calendar year after a notice of defi­
ciency in gift tax for that year has been 
sent to either spouse in accordance with 
the provisions of section 6212.

(c) The executor or administrator of 
a deceased spouse, or the guardian or 
committee of a legally incompetent 
spouse, as the case may be, may signify 
the consent.

(d) If the donor and spouse consent 
to the application of section 2513, the 
return or returns for the calendar year 
must set forth, to the extent provided 
thereon, information relative to the 
transfers made by each spouse.

§ 25.2513-3 Revocation of consent. 
If the consent to the application of the 
provisions of section 2513 for a calendar 
vear was effectively signified on or be­
fore the 15th day of April following the 
close of the calendar year, either spouse 
may revoke the consent by filing in du­
plicate with the district director of in­
ternal revenue a signed statement o 
revocation, but only if the statement is 
filed on or before such 15th day of Apru. 
Therefore, a consent which was not ef­
fectively signified until after the 15th 
day of April following the close of tne 
calendar year to which it applies may 
not be revoked.

§ 25.2513-4 Joint and several liability 
for tax. If consent to the application of 
the provisions of section 2513 is signified 
as provided in § 25.2513-2¡.and not re­
voked as provided in § 25.2513-3, tne 
liability with respect to the entire gil 
tax of each spouse for such calenda y 
is joint and several. See paragrapn
(d) of § 25.2511-1.

§ 25.2514 Statutory provisions; powers 
of appointment.

Sec. 2514. Powers of appointm ent--^). 
Powers created on or before October , •
An exercise of a general power o PP 
ment created on Or before October 21, 
shall be deemed a transfer of property by 
individual possessing such power, com. 
failure to exercise such a power or t ^  
plete release of such a power shall _ ° &l 
deemed an exercise thereof. If a g®gfore
power of appointment created on or e
October 21, 1942,-has been partially r e a s ^  
so that it is no longer a genera P  ̂
appointment, the subsequent exercise 
power shall not be deemed to be the 
of a general power of appointment .

(1) Such partial ^release occurred
November 1,1951, or _ „nder a

(2) The donee of such power was oQ
legal disability to release. ^ ^ ^ e i e a s e  
October 21, 1942, and such Pa.r̂ a f̂ter the 
occurred not later than six ., 
termination of such legal 1342.

(b) Powers createdMfter October 2 1 ,»  Qf 
The exercise or release of a general p ^  
appointment created after 9 °^° tv jjy the 
shall be deemed a transfer of Pr°P®rty ? dis- 
individual possessing such power. ? of 
claimer or renunciation of such a p
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appointment shall not be deemed a release 
of such power.

(c) Definition of general power of appoint­
ment. For purposes of this section, the term 
"general power of appointment” means a 
power which is exercisable in favor of the 
individual possessing the power (hereafter 
in this subsection referred to as the “posses­
sor”), his estate, his creditors, or the credi­
tors of his estate; except that—

(1) A power to consume, invade, or appro­
priate property for the benefit of the posses­
sor which is limited by an ascertainable 
standard relating to the health, education, 
support, or maintenance of the possessor 
shall not be deemed a general power of ap­
pointment.

(2) A power of appointment created on or 
before October 21, 1942, which is exercisable 
by the possessor only in conjunction with 
another person shall not be deemed a general 
power of appointment.

(3) In the case of a power of appointment 
created after October 21, 1942, which is exer­
cisable by the possessor only in conjunction 
with another person—

(A) If the power is not exercisable by the 
possessor except in conjunction with the 
creator of the power—such power shall not 
be deemed a general power of. appointment;

(B) If the power is not exercisable by the 
possessor except in conjunction with a person 
having a substantial interest, in the property 
subject to the power, which is adverse to 
exercise of the power in favor of the pos­
sessor-such power shall not be deemed a 
general power of appointment. For the pur- 
poses of this subparagraph a person who, 
arter the death of the possessor, may be

.possessed of a power of appointment (with 
respect to the property subject to the pos­
sessor s power) which he may exercise in his 
own favor shall be deemed as having an 
interest in the property and such interest 
snail be deemed adverse to such exercise of 
uie possessor’s power;

Tf . ( after the application of subpara- 
i A  ̂ and (B) ) power is a general

er °£ aPPointment and is exercisable in 
ravor of such other person—such power shall 
oe aeemed a general power of appointment 
nrJL!?' resFect of a fractional part of the 
hP s}lbJect to such power, such part to 
DronpSlmi.netl^ y dlvidinS the value of such 

by the number of such persons
such^.ing ĥe P°ssessor) in favor of whom such power is exercisable.
a subParagraphs (B) and (C), 
favorerShaU be deemed be exercisable in 
of snro? t  person if i1: 18 exercisable in favor
the cre<iitnrS0^’i,bis estate* bis creditors, orcreditors of his estate.
case? CS fation °f another power in certain 
after Oetnif p°^ er of appointment created 
in r a?nihper 21’ 1942’ is exercised by creat- 
UMer th if^  o£ appointment which,
exereiBPrf6 apP1Icable local law, can be validly 
2 K  "oas to Postpone the vesting of any 
S i c t  to t ^  the property wwch was 
solute ow n m ^ rSt P°wer> or suspend the ab- 
such property Pfnrr P° Wer, of alienation of 
without a Perlod ascertainable
the first Jfard t0  tbe date °f the creation of
Power shall tnr’t^UCh ®xercise of the first
Object to tv.p° tbe extent °f tbe property 
transfer of nr se<lond Power, be deemed a 
sessing such power! 7 by lndividual P°s-
°f(app^ntmeu Vower' y  'Fhe lapse of a power 

. i9^2, fiurine^thp created after October 21, 
sessing the^nn^. llf? ?f the individual pos- 
lease of suchP JT®r sha11 be considered a re- 
iag sentence S f '  ^  rule of the Preced- 
iapse of powerifn,11 apply with respect to the 
to the extent any calendar year only
have been apnoint^ property which could 
iapsed powers^rif • by exercise of such 
tbe following amounts “  V&IU® tbe Sreater of 

I1) $5,000, or
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(2 ) 5 percent of the aggregate value of the 

assets out of which, or the proceeds of which, 
the exercise of the lapsed powers could be 
satisfied.

(f) Date of creation of power. For pur­
poses of this section a power of appointment 
created by a will executed on or before Oc­
tober 21, 1942, shall be considered a power 
created on or before such date if the person 
executing such will dies before July 1, 1949, 
without having republished such will, by 
codicil or otherwise, after October 21, 1942.
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§ 25.2514-1 Transfers under power of 
appointment— ( a > Introductory. (l)
Section 2514 treats the exercise of a gen­
eral power of appointment created on or 
before October 21, 1942, as a transfer of 
property for purposes of the gift tax. The 
section also treats as a transfer of prop­
erty the exercise or complete release of a 
general power of appointment created 
after October 21,1942, and under certain 
circumstances the exercise of a power of 
appointment (not a general power of ap­
pointment) created after October 21 
1942, by the creation of another power of 
appointment. See paragraph (d) of 
§ 25.2514-3. Under certain circum- 
stances, also, the failure to exercise a 
power of appointment created after 
October 21, 1942, within a specified time, 
so that the power lapses, constitutes a 
transfer of property. Paragraphs (b) 
through (e) of this section contain 
definitions of certain terms used in 
§§ 25.2514-2 a n d  25.2514-3. S e e  
§ 25.2514-2 for specific rules applicable 
to certain powers created on or before 
October 21, 1942. See § 25.2514-3 for 
specific rules applicable to powers 
created after October 21, 1942.

(b)^ Definition of “power of appoint­
ment”—(l) in  general. The term 
‘power of appointment” includes all 
powers which are in substance and effect 
powers of appointment received by the 
donee of the power from another person, 
regardless of the nomenclature used in 
creating the power and regardless of lo­
cal property law connotations. For ex- 
SjiBplc, if a trust instrument provides 
that the beneficiary may appropriate or 
consume the principal of the trust, the 
power to consume or appropriate is a 
power of appointment. Similarly, a 
power given to a donee to affect the ben­
eficial enjoyment of a trust property or 
its income by altering, amending or re­
voking thè trust instrument or terminat­
ing the trust is a power of appointment.
A power in a donee to remove or dis­
charge a trustee and appoint himself 
may be a power of appointment. For 
example, if under the terms of a trust 
instrument, the trustee or his successor 
has the power to appoint the principal of 
the trust for the benefit of individuals 
including himself, and A, another person, 
has the unrestricted power to remove 
or discharge the trustee at any time and 
appoint any other person, including 
himself, A is considered as having 
a power of appointment. However, he 
would not be considered to have a power 
of appointment if he only had the power 
to appoint a'successor, including himself, 
under limited conditions which did not 
exist at the time of exercise, release or 
lapse of the trustee’s power, without an 
accompanying unrestricted power of re­
moval. Similarly, a power to amend only

the administrative provisions of a trust 
instrument, which cannot substantially 

n)affect the beneficial enjoyment of the 
trust property or income, is not a power 
of appointment. The mere power of 
management, investment, custody of as­
sets, or the power to allocate receipts 
and disbursements as between income 
and principal, exercisable in a .fiduciary 
capacity, whereby the holder has no 
power to enlarge or shift any of the bene­
ficial interests therein except as an in­
cidental consequence of the discharge of 
such fiduciary duties is not a power of ap­
pointment. Further, the right in a ben­
eficiary of a trust to assent to a periodic 
accounting, thereby relieving the trustee 
from further accountability, is not a 
power of appointment if the right of as­
sent does not consist of any power or 
right to enlarge or shift the beneficial 
interest of any beneficiary therein.

(2) Relation to other sections. For 
purposes of § § 25.2514-1 t h r o u g h
25.2514— 3, the term “power of appoint­
ment” does not include powers reserved 
by a donor to himself.' No.provision of 
section 2514 or of §§ 25.25i4—1 through
25.2514- 3 is to be construed as in any 
way limiting the application of any other 
section of the Internal Revenue Code 
or of these regulations. The power 
of the owner of a property interest al­
ready possessed by him to dispose of his 
interest, and nothing more, is not a 
power of appointment, and the interest is 
includihle in the amount of his gifts to 
the extent it would be includible under 
section 2511 or other provisions of the 
Internal Revenue Code. For example, if 
a trust created by S provides for payment 
of the income to A for life with power in 
A to appoint the> entire trust property by 
deed during her lifetime to a class con­
sisting of her children, and a further 
power to dispose of the entire corpus by 
will to anyone, including her estate, and 
A exercises the inter vivo.' power in favor 
of her children, she has necessarily made 
a transfer of her income interest which 
constitutes a taxable gift under section 
2511 (a), without regard to section 2514. 
This transfer also results in a relinquish­
ment of her general power to appoint by 
will, which constitutes a transfer under 
section 2514 if the power was created 
after October 21, 1942.

(3) Powers over a portion of property.
If a power of appointment exists as to 
part of an entire group of assets or only 
over a limited interest in property, sec­
tion 2514 applies only to such part or 
interest.

(c) Definition of “general power of 
appointment”—(l) in  general. The 
term “general power of appointment” as 
defined in section 2514 (c) means any 
power of appointment exercisable in 
favor of the person possessing the power 
(referred to as the “possessor”), his 
estate, his creditors, or the creditors of * 
his estate, except (i) joint powers, to the 
extent provided in §§ 25.2514-2 and
25.2514-3 and (ii) certain powers lim­
ited by an ascertainable standard, to the 
extent provided in subparagraph (2 ) of 
this paragraph. A power of appoint­
ment exercisable to meet the estate tax, 
or any other taxes, debts, or charges 
which are enforceable against the pos-
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sessor or his estate, is included within 
the meaning of a power of appointment 
exercisable in favor of the possessor, his 
estate, his creditors, or the creditors 
of his estate. A power of appointment 
exercisable for the purpose of discharg­
ing a legal obligation of the possessor or 
for his pecuniary benefit is considered a 
power of appointment exercisable in 
favor of the possessor or his creditors. 
However, for purposes of §§ 25.2514-1 
through 25.2514-3, a power of appoint­
ment not otherwise considered to be a 
general power of ^appointment is not 
treated as a general power of appoint­
ment merely by reason of the fact that 
an appointee may, in fact, be a creditor 
of the possessor or his estate. A power 
of appointment is not a general power if 
by its terms it is either-—

(a) Exercisable only in favor of one 
or more designated persons or classes 
other than the possessor or his creditors, 
or the possessor’s estate, or the creditors 
of his estate, or

(b) Expressly not exercisable in favor 
of the possessor or his creditors, the pos­
sessor’s estate, or the creditors x of his 
estate.,
A beneficiary may have two powers under 
the same instrument, one of which is a 
general power of appointment 'and the 
other of which is not. For example, a 
beneficiary may have a general power to 
withdraw a limited portion of trust 
corpus during his life, and a further 
power exercisable during ̂ his lifetime to 
appoint the corpus among his children. 
The latter power is not a general power 
of appointment (but its exercise may 
cause a release of the former power; see 
example in paragraph (b) (2) of this 
section).

(2) Powers limited by an ascertainable 
standard. A power to consume, invade, 
or appropriate income or corpus, or both, 
for the benefit of the possessor which is 
limited by an ascertainable standard re- 
latingvto the health, education, support, 
or maintenance of the possessor is, by 
reason of section 2514 (c) (1), not a gen­
eral power of appointment. A power is 
limited by such a standard if the extent 
of the possessor’s duty to exercise and 
not to exercise the power is reasonably 
measurable in terms of his needs for 
health, education, or support (or any 
combination of them). As used in this 
subparagraph, the words “support” and 
“maintenance” are synonymous and 
their meaning is not limited to the bare 
necessities of life. A power to use prop­
erty for the comfort, welfare, or happi­
ness of the holder of the power is not 
limited by the requisite standard. Ex­
amples of powers which are limited by 
the requisite standard are powers ex­
ercisable for the holder’s “support,” 
“support in reasonable comfort,” “main­
tenance in health and reasonable com­
fort,” “support in his accustomed man­
ner of living,” “education, including col­
lege and p r o f e s s i o n a l  education,” 
“health,” and “medical, dental, hospital 
and nursing expenses and expenses of 
invalidism.” In determining whether a 
power is limited by an ascertainable 
standard, it is immaterial whether the 
beneficiary is required to exhaust his 
other income before the power can be 
exercised.
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(3) Certain powers under wills of de­

cedents dying between January 1 and 
April 2,1948. Section 210 of the Techni­
cal Changes Act of 1953 provides that if 
a decedent died after December 31, 1947, 
but before'April 3,1948, certain property 
interests described therein may, if the 
decedent’s surviving spouse so elects, be 
accorded special treatment in the deter­
mination of the marital deduction to be 
allowed the decedent’s estate under the 
provisions of section 812 (e) of the In­
ternal Revenue Code of 1939. See para­
graph (h) of § 81.47a of Regulations 105 
(26 CFR (1939) 81.47a (h)). The section 
further provides that property affected 
by the election shall be considered prop­
erty with respect to which the surviving 
spouse has a general power of appoint­
ment. Therefore, notwithstanding any 
other provision of law or of §§ 25.2514-1 
through 25.2514-3, if the surviving spouse 
has made an election under section 210 
of the Technical Changes Act of 1953, 
the property which was the subject of 
the election shall be considered as prop­
erty with respect to which she has a gen­
eral power of appointment created after 
October 21, 1942, exercisable by deed or 
will, to the extent it was treated as an 
interest passing to the surviving spouse 
and not passing to any other person for 
the purpose of the marital deduction in 
the prior decedent’s estate.

(d) Definition of “exercise* Whether 
a power of appointment is in fact exer­
cised may depend upon local law. How- _> 
ever, regardless of local law, a power, of 
appointment is considered as exercised 
for purposes of section 2514 even though 
the exercise is in favor of the taker in 
default of appointment, and irrespective 
of whether the appointed interest and 
the interest in default of appointment 
are identical, or whether the appointee 
renounces any right to take under the 
appointment. A power of appointment 
is also considered as exercised even 
though the disposition cannot take effect 
until the occurrence of an event after 
the exercise takes place, if the exercise 
is irrevocable and, as of the time of the^ 
exercise, the condition was not impos­
sible of occurrence. For example, if 
property is left in trust to A for life, with 
a power in A to appoint the remainder 
by an instrument filed with the trustee 
during his life, and A exercises his power 
by appointing the remainder to B in the 
event that B survives A, A is considered 
to have exercised his power if the exer­
cise was irrevocable.

(e) Time of creation of power. A 
power of appointment created by will is 
in general considered as created on the 
date of the testator’s death. However, 
section 2514 (f) provides that a power of 
appointment created by a will executed 
on or before October 21, 1942, is con­
sidered a power created on or before that 
date if the testator dies before July 1, 
1949, without having republished the 
wil]., by codicil or otherwise, after 
October 21, 1942. Whether or not a 
power of appointment created by an 
inter vivos instrument executed on or 
before October 21, 1942, is considered a 
power created on or before that date 
depends upon the facts and circum­
stances of the particular case. For 
example, assume that A created a

revocable trust before October 21, 1942, 
providing for payment of income to B 
for life with remainder as B shall ap­
point by will. If A dies after October 21, 
1942, without having exercised his power 
of revocation, B ’s power of appointment 
is considered a power created after 
October 21, 1942. On the other hand, 
assume that G created a n , irrevocable , 
inter vivbs trust before October 21, 1942, 
naming T as trustee and providing for 
payment of income to D for life with re­
mainder to E. Assume further that T 
was given the power to pay corpus to D 
and the power to appoint a successor 
trustee. If T resigns after October 21, 
1942, and appoints D as successor trustee,
D is considered to have a power of ap­
pointment created before October 21, 
1942. As another example assume that 
F created an irrevocable inter vivos trust 
before October 21, 1942, providing for ' 
payment of income to G for life with re­
mainder as G shall appoint by will, but in 
default of appointment income to H for 
life with remainder as H shall appoint by 
will. If G dies after October 21, 1942, 
without having exercised his power of ap­
pointment, H’s power of appointment is 
considered a power created before Octo­
ber 21, 1942, even though it was only a 
contingent interest until G’s death. If, 
in this last example, G had exercised his 
power of appointment by creating a 
similar power in I, I ’s power of appoint­
ment would be considered a power 
created after October 21, 1942. A power 
is not considered as created after Octo­
ber, 21, 1942, merely because the power 
is not exercisable or the identity of its 
holders is not ascertained until after that 
date.

§ 25.2514-2 Powers of appointment t 
created on or before October 21, 1942 • 
(a) In general. The-exerCise of a gen­
eral power of appointment created on 
or before October 21, 1942, is deemed 
to be a transfer of property by the in­
dividual possessing the power.

(b) Joint powers created on or before 
October 21, 1942. Section 2514 (c) (2)

N provides that a power created on or be­
fore October 21, 1942, which at the tune 
of the exercise is not exercisable by tne 

'  possessor except in conjunction wit 
another person, is not deemed a genera 
power of appointment.

(c) Release or lapse. A failure to exer­
cise a general power of appointment 
created on or before October 21,
or a complete release of such a Pow . 
is not considered to be an exercise 
a general power of appointment, 
phrase “a complete release” means a 
lease of all powers over all or a portion 
of the property „.subject to a P ° ^ r ,. 
appointment, as distinguished fr0® . 
reduction of a power of appointment 
a lesser power. Thus, if the poss 
completely relinquished all powers 
one-half of the property subject to 
power of appointment, the power is 
pletely released as to that one-ha • 
a t or before the time a power of aPPOin ‘ 
ment is relinquished, the holder o 
power exercises the power *n ® ,he 
planner or to such an extent ^
relinquishment results in the r , -n_ 
enlargement, or shift in a beneficial! 
terest in property, the relmquishme
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will be considered to be an exercise and 
not a release of the power. For example, 
assume that A created a trust in 1940 
providing for payment of the income to 
B for life with the power in B to amend 
the trust, and for payment of the re­
mainder to such persons as B shall 
appoint or, upon default of appointment, 
to C. If B amended the trust in 1948 
by providing that upon his death the 
remainder was to be paid to D, and if he 

v further amended the trust in 1955 by 
deleting his power to-amend the trust, 
such relinquishment will be considered 
an exercise and not a release of a gen­
eral power of appointment. On the other 
hand, if the 1948 amendment became in­
effective before or at the time of the 
1955 amendment, or if B in 1948 merely 
amended the trust by changing the 
purely ministerial powers of the trustee, 
his relinquishment of the power in 1955 
will- be considered as release of a power 
of appointment.

(d) Partial release. If a general power 
of appointment created on or before 
October 21, .1942, is partially released so 
that it is not thereafter a general power 
of appointment, a subsequent exercise of 
the partially released power is not an ex­
ercise of a general power of appointment 
if the partial release occurs before 
whichever is the, later of the following 
dates:

(1) November 1,1951; or
(2) if the possessor was under a legal 

disability to release the power on October 
21,1942, the day after the expiration of 
o months following the termination of 
such legal disability. .
However, if a general power created on 
or before October 21, 1942, is partially 
released on or after the later of those 
oates, a subsequent exercise of the power 
will constitute an exercise of a general 
Power of appointment. The legal disa­
bility referred to in this paragraph is 
determined under local law and may 
include the disability of an  insane person, 

or an unborn child. The fact 
mat the type of general power of ap­
pointment possessed by the holder actu- 
auy was not generally releasable under 
me loeal iaw does not place the holder 
iril * legal disability within the mean- 
pvL01-*.- Paragraph. In general, how- 

f  assumed that all general powers 
Wa? i ntment are releasable, unless the 
t r a ? l laW ? n  th e  ob ject is to the con- 
mPth ^ and lt; is Presumed that the 
jc jL employed t5 release the power 
With thtlVie’ P?1685 it is not in accordance 
rebW  local iaw relating specifically to 
laweaf f . ° l ’.ln th e  absence of such i°cal 
tew’»£2K  ac?°rdance with the localrelating to similar transactions.
Power n f l ial ■ e? ercise- I f  a general 
fore appointm ent created on or be-
as to a. 2 1 , 1 9 4 2 , i s  exercised only
tothepower^the^ th? property subject be a tra rS I ’th  ̂exercise is considered to 
Portion nSfer 0nly as to the value of that
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(excent'aJll exercise> release, or lapse 
this Action) nflded ln paragraph (c) of 
Pointment^ °i a general power of ap- 

t created after October 21,1942r

is deemed to be a transfer of property by 
the individual possessing the power. 
The exercise of a power of appointment 
that is not a general power is considered 
to be a transfer if it is exercised to create 
a further power under certain circum­
stances (see paragraph (d) of this sec­
tion) . See paragraph (c) of § 25.2514-1 
for the definition of various terms used 
in this section. See paragraph (b) of 
this section for the rules applicable to 
determine the extent to which joint 
powers created after October 21, 1942, 
are to be treated as general powers of 
appointment.

(b) Joint powers created after Oc­
tober 21, 1942, The treatment of a 
power of appointment created after Oc­
tober 21, 1942, which is exercisable only 
in conjunction with another person is 
governed by section 2514 (c) (3), which 
provides as follows:

(1) Such a power is not considered as 
a general power of appointment if it is 
not exercisable by the possessor except 
with the consent or joinder of the creator 
of the power.

(2) Such power is not considered as a 
general power of appointment if it is not 
exercisable by the possessor except with 
the consent or joinder of a person having 
a substantial interest in the property 
subject to the-power which is adverse 
to the exercise of the power in favor of 
the possessor, his estate, his creditors, or 
the creditors of his estate. An interest 
adverse to the exercise of a power is con­
sidered as substantial if its value in rela­
tion to the total value of the property 
subject ta  the power is not insignificant 
For this purpose, the interest is to be 
valued in accordance with the actuarial 
principles set forth in § 25.2512-5 or, if 
it is not susceptible to valuation under 
those provisions, in accordance with the 
general principles set forth in § 25.2512-1.
A taker in default of appointment under 
a power has an interest which is adverse 
to an exercise of the power. A coholder 
of the power has no adverse interest 
merely because of his joint possession of 
the power nor merely because he is a 
permissible appointee under a power. 
However, a coholder of a power is con­
sidered as having an adverse interest 
where he may possess the power after the 
possessor’s death and may exercise it at 
that time in favor of himself, his estate 
his creditors, or the creditors of his es­
tate. Thus, for example, if X, Y, and Z 
held a power jointly to appoint among a 
group of persons which includes them­
selves and if on the death of X the power 
will pass to Y and Z jointly, then Y and Z

. are considered to have interests adverse 
to the exercise of the power in favor of X. 
Similarly, if on Y’s death the power will 
pass to Z, Z is considered to have an 
interest adverse to the exercise of the 
power in favor of Y. The application of 
this subparagraph may be further illus­
trated by the following examples in each 
of which it is assumed that the value of 
the interest in question is substantial:

Example (1). The taxpayer and R are 
trustees of a trust under which the income 
is to be paid td the taxpayer for life and then 
to M for life, and R is remainderman. The 
trustees have power to distribute corpus to 
the taxpayer. Since R’s interest is substan­
tially adverse to an exercise of the power in
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favor of the taxpayer, the latter does not 
have a general power of appointment. If 
M and the taxpayer were trustees, M’s in­
terest would likewise be adverse.

Example (2).  The taxpayer and L  are 
trustees of a trust under which the income 
is to be paid to L for life and then to M for 
life, and the taxpayer is remainderman. The 
trustees have power to distribute corpus to 
the taxpayer during L’s life. Since L’s in­
terest is adverse to an exercise of the power 
in favor of the taxpayer, the taxpayer does 
not have a general power of appointment. 
If the taxpayer and M were trustees, M’s 
interest would likewise be adverse.

Example (3).  The taxpayer and L are 
trustees of a trust under which the income is 
to be paid to L for life. The trustees can 
designate whether corpus is to be distributed 
to the taxpayer or to A after L’s death. L’s 
interest is not adverse to an exercise of the 
power in favor of the taxpayer, and the tax­
payer therefore has a general power of 
appointment.

(3) A power which is exercisable only 
in conjunction with another person, and 
which after application of the rules set 
forth in subparagraphs (1) and (2) of 
this paragraph, constitutes a general 
power of appointment, will be treated 
as though the holders of the power who 
are permissible appointees of the prop­
erty were joint owners of property sub­
ject to the power. The possessor, under 
this rule, will be treated as possessed of 
a general power of appointfhent over an 
aliquot share of the property to be de­
termined with reference to the number 
of joint holders, including the possessor, 
who (or whose estates or creditors) are 
permissible appointees. Thus, for ex­
ample, if X, Y, and Z hold an unlimited 
power jointly to appoint among a group 
of persons, including themselves, but on 
the death of X the power does not pass 
to Y and Z jointly, then Y and Z are not 
considered to have interests adverse to 
the exercise of the power in favor of X. 
In this case, X is considered to possess 
a general power of appointment as to 
one-third of the property subject to the 
power.

(c) Partial releases, lapses, and dis­
claimers of general powers created after 
October 21,1942. (1) The general prin­
ciples set forth in § 25.2511-2 for deter­
mining whether a donor of property (or 
of a property right or interest) has di­
vested himself of all or any portion of his 
interest therein to the extent necessary 
to effect a completed gift are applicable 
in determining whether a partial release 
of a power of appointment constitutes a 
taxable gift. Thus, if a general power of 
appointment is partially released so that 
thereafter the donor may still appoint 
among a limited class of persons not in­
cluding himself the partial release does 
not effect a complete gift, since the pos­
sessor of the power has retained the right 
to designate the ultimate beneficiaries 
of the property over which he holds the 
power and since it is only the termina­
tion of such control which completes a 
gift.

(2) If a general power of appointment 
created after October 21, 1942, was par­
tially released prior to June 1, 1951, so 
th^t it no longer represented a general 
power of appointment, as defined in 
paragraph (c) of § 25.2514-1, the subse­
quent exercise, release, or lapse of the 
partially released power at any time
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thereafter will n o t’constitute the exer­
cise or release of a general power of ap­
pointment. For example, assume that 
A created a trust in 1943 under which B 
possessed a general power of appoint­
ment. By an instrument executed in 
1948 such general power of appointment 
was reduced in scope by B to an excepted 
power. The inter vivos exercise in 1955, 
or in any calendar year thereafter, of 
such excepted power is not considered 
an exercise or release of a general power 
of appointment for purposes of the gift

(3) If a general power of appointment 
created after October 21, 1942, was par­
tially released after May 31, 1951, the 
subsequent exercise, release or a lapse of 
the power at any time thereafter, will 
constitute the exercise or release of a 
general power of appointment for gift 
tax purposes.

(4) A release of a power of appoint­
ment need not be formal or express in 
character. For example, the failure to 
exercise a general power of appointment 
created after October 21, 1942, within a 
specified time so that the power lapses, 
constitutes a release of the power. In 
any case where the possessor of a general 
power of appointment is incapable of 
validly exercising or releasing a power, 
by reason of minority, or otherwise, and 
the power may not be validly exercised 
or released on his behalf, the failure to 
exercise or release the power is not ̂  a 
lapse of the power. If a trustee has ii) 
his capacity as trustee a power which is 
considered as a general power of ap­
pointment, his resignation or removal 
as trustee will cause a lapse of his power. 
However, section 2514 (e) provides that 
a lapse during any calender year is 
considered as a release So as to bfe sub­
ject to the gift tax only to the extent that 
the property which could have been ap­
pointed by exercise of the lapsed power 
of appointment exceeds the greater of (i) 
$5,000, or (ii) 5 percent of the aggregate 
value, at the time of the lapse, 61 the 
assets out of Which, or the proceeds of 
which, the exercise of the lapsed power 
could be satisfied. For example, if an in­
dividual has a noncumulative right to 
withdraw $10,000 a year from the prin­
cipal of a trust fund, the failure to exer­
cise this right of withdrawal in a 
particular year will not constitute a gift 
if the fund at the end of the year equals 
or exceeds $200,000. If, however, at the 
end of the particular year the fund 
should be worth only $100,000, the fail­
ure to exercise the power will be con­
sidered a gift to the extent of $5,000, the 
excess of $10,000 over 5 percent of a fund 
of $100,000. Where the failure to exer­
cise a power, such as a right of with­
drawal, occurs in more than a single 
year, the value of the taxable transfer 
will be determined separately for each

(5) A disclaimer or renunciation of a 
general power of appointment is not con­
sidered to be a release of the power. The 
disclaimer or renunciation must be un­
equivocal and effective under local law. 
A disclaimer is a complete and unquali­
fied refusal to accept the rights to which 
one is entitled. There can be no dis­
claimer or renunciation of a power after 
its acceptance. In any case where a pow­

er is purported to be disclaimed or re­
nounced as to only a portion of the 
property subject to the power, the deter­
mination as to whether or not there has 
been a complete and unqualified refusal 
to accept the rights to which one is en­
titled will depend on all the facts and cir­
cumstances of the particular case, taking 
into account the recognition and effec­
tiveness of such a disclaimer under local 
law. Such rights refer to the incidents 
of the power and not to other interests 
of the possessor of the power in the prop­
erty. If effective under local law, the 
power may be disclaimed or renounced 
without disclaiming or renouncing such 
other interests. In the absence of facts 
to the contrary, the failure to renounce 
or disclaim within a reasonable time 
after learning of its existence will be 
presumed to constitute an acceptance of 
the power.

(d) Creation of another power in cer­
ta in  cases. Paragraph (d) of section 
2514 provides that there is a transfer for 
purposes of the gift tax of the value of 
property (or of property rights or inter­
ests) with respect to which a power of 
appointment, which is not a general 
power of appointment, created after Oc­
tober 21, 1942, is exercised by creating 
another power of appointment which, 
under the terms of the instruments 
creating and exercising the first power 
and under applicable local law, can be 
validly exercised so as to (1) postpone 
the vesting of any estate or interest in 
the property for a period ascertainable 
without regard to the date of the crea­
tion of the first power, or (2 ) (if the 
applicable rule against perpetuities is 
stated in terms of suspension of owner­
ship or of the power of alienation, rather 
than of vesting) suspend the absolute 
ownership or the power of alienation of 
the property for a period ascertainable 
without regard to the date of the crea­
tion of the first power. For the purpose 
of section 2514 (d), the value of the prop­
erty subject to the second power of ap­
pointment is considered to be its value 
unreduced by any precedent or subse­
quent interest which is not subject to 
the second power. Thus, if a donor has 
a power to appoint $100,000 among a 
group consisting of his children or grand­
children and during his lifetime exer­
cises the power by making an outright 
appointment of $75,000 and by giving 
one appointee a power to appoint $25,000, 
no more than $25,000 will be considered 
a gift under section 2514 (d). If, how­
ever, the donor appoints the income from 
the entire fund to a beneficiary for life 
with power in the beneficiary to appoint 
the remainder, the entire $100,000 will 
be considered a gift under section 2514 
(d), if the exercise of the second power 
can validly postpone the vesting of any 
estate or interest in the property or can 
suspend the absolute ownership or power 
of alienation of the property for a period 
ascertainable without regard to the date 
of the creation of the first power.

(e) Examples. The application of 
this section may be further illustrated 
by the following examples \in  each of 
which it is assumed, unless otherwise 
stated, that S has transf erred property in 
trust after October 21, 1942, with the

remainder payable to R at L’s death, and 
that neither L norR  has any interest in 
or power over the enjoyment of the trust 
property except as is indicated separately 
in each example*.

Example (1).  The income is payable to L 
for life. - L has the power to cause the income 
to be paid to R. The exercise of the right 
constitutes the making of a transfer of prop­
erty under section 2511. L’s power does not 
constitute a power of appointment since it 
is only a power to dispose of his income in­
terest, a right otherwise possessed by him.

Example (2). The income is to be accumu­
lated during L’s life. L has the power to 
have the income distributed to himself. If 
L’s power is limited by an ascertainable 
standard (relating to health, etc.) as defined 
in paragraph (c) (2) of § 25.2514—1, the lapse 
of such power will not constitute a transfer 
of property for gift tax purposes. If L’s 
power is hot so limited, its lapse or release 
during L’s lifetime may constitute a transfer 
of property for gift tax purposes. See espe­
cially paragraph (c) (4) of § 25.2514-3.

Example (3). The income is to be paid to 
L for life. L has a power, exercisable at any 
time, to cause the corpus to be distributed to 
himself. L has a general power of appoint­
ment over the remainder interest, the re­
lease of which constitutes a transfer for gift 
tax purposes of the remainder interest. If in 
this example L had a power t'o cause the 
corpus to be distributed only to X, L would 
have a power of appointment which is not 
a general power.of appointment, the exercise 
or release of which would not constitute a 
transfer of property for purposes of the gift

Example (4).  The income Is payable to L 
for life. R has the right to cause the corpus 
to be distributed to .L at any time. R’s power 
is not a power of appointment, but merely a 
right to dispose of his remainder interest, a 
right already possessed by him. In such a 
case.fch^ exercise of the right constitutes the 
making of a transfer of property under sec­
tion 2511 of the value, if any, of his remainder 
interest. See paragraph (e) of § 25.2511 -i.

Example (5). The income is to be paid to 
L. R has the right to appoint the corpus 
to himself at any time. R’s general power 
of appointment over the corpus includes 
general power to dispose of L’s income - 
terest therein. The lapse or release of Rs 
general power over the income interest fl ­
ing his life may constitute the making ox 
transfer qf property. See especially par - 
graph (c) (4) of § 25.2514-3.

§ 25.2515 Statutory provisions; tenan­
cies by the entirety.

Sec. 2515. Tenancies by the entirety (a) 
Creation. The creation of a tenancy by 
entirety in real property, either by oae sp 
alone or by both spouses, and additions 
the value thereof in the form of 
ments, reductions in the indebtedness 
thereon, or otherwise, shall not be d®e . 
transfers of property for Purposes of tms 
chapter, regardless of the proportion 
consideration furnished by each sPoa®®’tl n 
less the donor elects to have such ere 
of a tenancy by the entirety treated 
transfer, as provided in subsection (c).

(b) Termination. In the case of tn®.^ r 
mination of a tenancy by the entire y, 
than by reason of the death of a spo > 
creation of which, or additions to 
were not deemed to be transfers. y deemecj 
of subsection (a), a spouse shall b 
to have made a gift to the fur-
proportion of the total considera ^
nished by such spouse multiplied by 
ceeds of such termination (whether in 
of cash, property, or interests in pr P 
exceeds the value of such proceeds 
mination received by such ®P°US?' nro-

(o) Exercise of election. -The by
vided by subsection (a) shall be ex
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including such creation of a tenancy by the 
entirety or additions made to the value 
thereof as a transfer by gift, to the extent 
such transfer constitutes a gift, determined 
without regard to this section, in the gift tax 
return of the donor for the calendar year 
in which such tenancy by the entirety was 
created or additions made to the value 
thereof, filed Within the time prescribed by 
law, irrespective of whether or not the gift 
exceeds the exclusion provided by section 
2503 (b),

(d) Certain joint tenancies included. For 
purposes of this section, the term ^tenancy 
by the entirety” includes a Joint tenancy be­
tween husband and wife with right of 
survivorship.
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§ 25.2515-1- Tenancies by the entirety; 
in general—(a) Nature of. An estate by 
the entirety in real property is essentially 
a joint tenancy between husband and 
wife with the right of survivorship. As 
used in this section and §§ 25.2515-2 
through 25.2515-4, the term “tenancy by 
the entirety” includes a joint tenancy 
between husband and wife in real prop­
erty with right of survivorship, or a 
tenancy which accords to 4;he spouses 
rights equivalent thereto regardless of 
the term by which such a tenancy is 
described in local property law.

fb) Gift upon creation of tenancy "by 
the entirety; in general. During calen­
dar years prior to 1955 the contribution 
made by a husband or wife in thè crea­
tion of a tenancy by the entirety consti­
tuted a, gift to the extent that the con­
sideration furnished by either spouse ex­
ceeded the value of the rights retained 
by that spouse. The contribution made 
by either or both spouses in the creation 
of such a tenancy during the calendar 
year 1955, or any calendar year there­
after, is not deemed a gift by either 
spouse, regardless of the proportion of 
tne total consideration furnished by 
i her spouse, unless the donor spouse 

552«; <see § 25.2515-2) under section 
(c) to treat such transaction as a 

P ,  m t.he calendar year in which the 
is is effected. However, there
sa  gift upon the termination of such a 
tenancy °ther than by the death of a 
spouse, if the proceeds received by one 

termination of the tenancy are 
P P j  thP  the proceeds allocable to the 
t ^ e.ratlon furnished by that spouse 
l v  h ?uancy' The creation of a ten- 
husLnrtthe P t ip ty  takes place if (l) a 
anrf „nd or kfs wife purchases property 
TOM . f f - the tttle theret° be con- 
e n i w t0  themselves as tenants by the 
£ 5 * £ .  <|> both join in such a pur- 
created0 sum! either or both cause to be 
readv t  tenancy in property al-
T heiu iried by.ueither or both of them. 
to threU e, ^ eSCribed herein with respect 
tiretv a n S 1OI\ of a tenancy by the en- 
in the I ?  also to contributions made 
of s u c h T ^  °f additions to the value
Pfovements611̂ 05! (in the form of im- 
hess ntV,redl ĉtl0ns in the indebted- 
Proportiou thn /Ŵ e) ’ reP rdless of the 
nished bv po° i, consideration fur- 
for trans^06aCh spouse- See § 25.2516-1 
erty settipm made pursuan* to a prop- 
divorce 6 nt agreement incident to

The}consulfflr-ti0n— (1) In general, (i) 
s°n in the pr*o*°n furnished by a per- 
entirety or tbptl0ni°f a tenancy by the y or the making of additions to 
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the value thereof is the amount con­
tributed by him in connection therewith. 
The contribution may be made by either 
spouse or by a third party. It may be 
furnished in the form of money, other 
property, or an interest in property. If 
it is furnished in the form of other prop­
erty or an interest in property, the 
amount of the contribution is the fair 
market value of the property or interest 
at the time it was transferred to the ten­
ancy or was exchanged for the property 
Which became the subject of the tenancy. 
For example, if a decedent devised real 
property to the spouses as tenants by 
the entirety and the fair market value of 
the property was $30,000 at the time of 
the decedent’s death, the amount of the 
decedent’s contribution to the creation 
of the tenancy was $30,000. As another 
example, assume that in 1950 the hus­
band purchased real property for $25,000, 
taking it in his own name as sole owner, 
and that in 1956 when the property had 
a fair market value of $40,000 he caused 
it to be transferred to himself and his 
wife as tenants by the entirety. Hère, 
the amount of the husband’s contribu­
tion to the creation of the tenancy was 
$40,000 (the fair market value of the 
property at the time it was transferred to 
the tenancy). Similarly, assume that in 
1950 the husband purchased, as sole 
owner, corporate shares for $25,000 and 
in 1956, when the shares had a fair m ar­
ket value of $35,000, he exchanged them 
for real property which was transferred 
to the husband and his ?vife as tenants 
by the entirety. The amount of the hus­
band’s contribution to the creation of the 
tenancy was $35,000 (t^ie fair market 
value of the shares at the time he ex­
changed them for the real property 
which became the subject of the 
tenancy).

(ii) Whether consideration derived 
from third-party sources is deemed to 
have been furnished by a third party or 
to have been furnished by the spouses 
will depend upon the terms under which 
the transfer is made. If a decedent de­
vises real property to the spouses as 
tenants by the entirety, the decedent, 
and not the spouses, is the person who 
furnished the consideration for the 
creation of the tenancy. Likewise, if a 
decedent in his will directs his executor 
to discharge an indebtedness of the 
tenancy, the decedent, and not the 
spouses, is the person who furnished the 
consideration for the addition to the 
value of the tenancy. However, if the 
decedent bequeathed a general legacy 
to the husband and the wife and they 
used the legacy to discharge an indebted­
ness of the tenancy, the spouses, and not 
the decedent, are the persons who fur-* 
nished the consideration for the addition 
to the value of the tenancy. The prin­
ciples set forth in this subdivision with 
respect to transfers by decedents apply 
equally well to inter vivos transfers bv 
third parties. y

(iii) Where a tenancy is terminated 
in part Ce. g., where a portion of the 
property subject to the tenancy is sold 
to a third party, or where the original 
property is disposed of and in its place 
there is substituted other property of 
lesser value acquired through reinvest­

ment under circumstances which satisfy 
the requirements of paragraph (d) (2 ) 
(ir) of this section), the proportionate 
contribution of each person to the re­
maining tenancy is in general the same 
as his proportionate contribution to the 
original tenancy, and the character of 
his contribution remains the same. 
These proportions are applied to the cost 
of the remaining or substituted property. 
Thus, if the total contribution to the 
cost of the property was $20,000 and a 
fourth of the property was sold, the 
contribution to the remaining portion 
of the tenancy is normally $15,000. 
However, if it is shown that at the time 
of the contribution more or less than 

/)ne-fourth thereof was attributable to 
the portion sold, the contribution is di­
vided between the portion sold and the 
portion retained in the proper propor­
tion. If the portion sold was acquired 
as a separate tract, it is treated as a 
separate tenancy. As another example 
of the application of this subdivision, 
assume that in 1950 X (a third party) 
gave to H and W (H’s wife)’, as tenants 
by the entirety, real property then hav­
ing a value of $15,000. In 1955, H spent 
$5,000 thereon in improvements and 
under section 2515 (c) elected to treat 
his contribution as a gift. In 1956, W 
spent $10,000 in improving the property 
but did not elect to treat her contribu­
tion as a gift. Between 1957 and 1960 
the property appreciated in value by 
$30,000. In 1960, the property was sold 
for $60,000, and $45,000 of the proceeds 
of the sale were, under circumstances 
that satisfy the requirements of para­
graph (d) (2 ) (ii) of this section, re­
invested in other real property. Since X 
contributed one-half of the total con­
sideration for the original property and 
the additions to its value, he is consid­
ered as having furnished $22,500 (one- 
half of $45,000) toward the creation of 
the remaining portion of the tenancy 
and the making of additions to the value 
thereof. Similarly, H is considered as 
having furnished $7,500 (one-sixth of 
$45,000) which was treated as a gift in 
the year furnished, and W is considered 
as having furnished $15,000 (one-third 
of $45,000)y(vhich was not treated as a 
gift in thé year furnished.

(2 ) Proportion of consideration attrib­
utable to appreciation. Any general ap­
preciation (appreciation due to fluctua­
tions in market value) in the value of 
the property occurring between two suc­
cessive contribution dates which can 
readily be measured and which can be 
determined with reasonable certainty to 
be allocable to any particular contribu­
tion or contributions previously fur­
nished is to be treated, for the purpose 
of the computations in §§ 25.2515-3 and
25.2515-4, as though it were additional 
consideration furnished by the person 
who furnished the prior consideration. 
Any general depreciation in value is 
treated in a comparable manner. For 
the purpose of the first sentence of this 
subparagraph, successive contribution 
dates are the two consecutive dates on 
which any contributions to the tenancy 
are made, not necessarily by the same 
party. Further, appreciation allocable to 
the prior consideration falls in the same
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class as the prior consideration to which 
it relates. The application of this sub- 
paragraph may be illustrated by the fol­
lowing examples:

Example (1). In 1940, H purchased real 
property for $15,000 which he caused to be 
transferred to himself and W (his wife) as 
tenants by the entirety. In 1956 when the 
fair market value of the property was $30,000,
W made $5,000 improvements to the property. 
In 1957 the property was sold for $35,000. 
The general appreciation of $15,000 which 
occurred between the date of purchase and 
the date of W’s improvements to the property 
constitutes an additional contribution by H, 
having the same characteristics as his origi­
nal contribution of $15,000.

Example (2). In 1955 real'property was 
purchased by H and W and conveyed to them, 
as tenants by the entirety. The purchase 
price of the property was $15,000 of which H 
contributed $10,000 and W, $5,000. In 1960 
when the fair market value of the property 
is $21,000, W makes improvements thefeto of 
$5,000. The property then is sold for $26,000. 
The appreciation in value of $6,000 results 
in  an additional - contribution of $4,000 
( 10,000/15,000 X $6,000) by H, and an addi­
tional contribution by W of $2,000 (5,000/ 
15,000 X $6,000). H’s total contribution to 
the tenancy is $14,000 ($10,000+$4,000) and 
W’s total contribution is $12,000 ($5,000+ 
$2,000 +  $5,000).

Example (3). In 1956 real property was 
purchased by H and W and conveyed to them 
as tenants by the entirety. The purchase 
price of the property was $15,000, on which 
a down payment of $3,000 was made. Thè 
remaining $12,000 was to be paid in monthly 
installments over a period of 15 years. H 
furnished $2,000 of the down payment and 
W, $1,000. H paid all the monthly install­
ments. During the period 1956 to 1971 the 
property gradually appreciates in value to 
$24,000. Here, the appreciation is so gradual 
and the contributions so numerous that the 
amount allocable to any particular contribu­
tion cannot be ascertained with any reason­
able certainty. Accordingly, in  such a case 
the appreciation in value may be disregarded 
in determining the amount of consideration 
furnished in making the computations pro­
vided for in §§ 25.2515—3 and 25.2515-4.

(d) Gift upon termination of tenancy 
t y  the entirety— il) In general. Upon 
the termination of the tenancy, whether 
created before, during, or subsequent to 
the calendar year 1955, a gift may result, 
depending upon the disposition made of 
the proceeds of the termination (whether 
the proceeds be in the form of cash, prop­
erty, or interests in property). A gift 
may result notwithstanding the fact that 
the contribution of either spouse to the 
tenancy was treated as a gift. See 
§ 25.2515-3 for the method of determin­
ing the amount of any gift which may 
result from the termination of the ten­
ancy in those cases in which no portion 
of the consideration /contributed was 
treated as a gift'by the spouses in the 
year in which furnished. See § 25.2515-4 
for the method of determining the 
amount of any gift which may result 
from the termination of the tenancy in 
those cases in which all or a portion of 
the consideration contributed was 
treated as constituting a gift by the 
spouses in the year in which furnished. 
See § 25.2515-2 for the procedure to be 
followed by a donor who elects under sec­
tion 2515 (c) to treat the creation of a 
tenancy by the entirety (or the making 
of additions to its value) as a transfer 
subject to the gift tax in the year in

RULES AND REGULATIONS
which the transfer Is made, and for the 
method of determining the amount of 
the gift.

(2) Termination—(i) In g e n e r a l . 
Except as indicated in subdivision (ii) 
of this subparagraph, a termination of 
a tenancy is effected when all or a por­
tion of the property so held by thé 
spouses is sold, exchanged, or otherwise 
disposed of, by gift or in any other man­
ner, or when the spouses through any 
form of conveyance or agreement be­
come tenants in common of the property 
or otherwise alter the nature of their 
respective interests in the property for­
merly held by them as tenants by the en­
tirety. In general, any increase in the 
indebtedness on a tenancy constitutes a 
termination of the tenancy to the extent 
of the increase in the indebtedness. How­
ever, such an increase will not constitute 
a termination of the tenancy to the ex­
tent that the increase is offset by addi­
tions to the tenancy within a reasonable 
time after such increase. Such addi­
tions (to the extent of the inérease in 
the indebtedness) shall not be treated 
by the spouses as contributions within 
the meaning of paragraph (c) of this 
section.

(ii) Exchange or reinvestment. A 
termination is not considered as effected 
to the extent that the property subject to 
the tenancy is exchanged for other real 
property, the title to which is held by the 
spouses in an identical tenancy. For 
this purpose, a tenancy is considered 
identical if the proportionate values of 
the spouses’ respective rights (other than 
any change in the proportionate values 
resulting solely from the passing of time) 
are identical to those held in the prop­
erty which was sold. In addition the 
sale, exchange (other than an exchange 
described above) , or other disposition of 
property held as tenants by the entirety 
is not considered as a termination if all 
three of the following conditions are 
satisfied *

(a) There is no. division of the pro­
ceeds of the sale, exchange or other dis­
position of the property held as tenants 
by the entirety;

(b) On or before the due date for the 
filing of a gift tax return for*the calendar 
year in which the property held as ten­
ants by the entirety was sold, exchanged, 
or otherwise disposed of, the spouses 
enter into a binding contract for the pur­
chase of other real property; and

(c) After the sale, exchange, or other 
disposition of the formef property and 
within a reasonable time after the date 
of the contract referred to in subdivision
(b), such other real property actually is 
acquired by the spouses and held by them 
in an identical tenancy.
To the extent that all three of the con­
ditions set forth in this subdivision are 
not met (whether by reason of the death 
of one of the spouses or for any other 
reason), the provisions of the preceding 
sentence shall not apply, and the sale, 
exchange or other disposition of the 
property will constitute a termination of 
the tenancy. As used in subdivision (c) 
the expression “a reasonable time” 
means the time which, under the particu­
lar facts in each case, is needed for those 
matters which are incident to the ac-

quisition of the other property (i. e., per­
fecting of title, arranging for financing, 
construction, etc.). The fact that pro­
ceeds of a sale are deposited in the name 
of one tenant or of both tenants sepa­
rately or jointly as a convenience does 
not constitute a division within the 
meaning of subdivision (a) if the other 
requirements of this subdivision are met. 
The proceeds of a sale, exchange, or 
other disposition of property held as 
tenants by the entirety will be deemed 
to have been used for the purchase of 
other real property if applied to the 
purchase or construction of improve­
ments which themselves constitute real 
property and which are additions to 
other real property held by the spouses 
in a tenancy identical to that in which 
they held the property 'which was sold, 
exchanged, or otherwise disposed of.

(3) Proceeds of termination, (i) The 
proceeds of termination may be received
by a spouse in the form of money, prop­
erty, or an interest in property. Where 
the proceeds are received in the form of 
property (other than money) or an in­
terest in property, the value of the pro­
ceeds received by that spouse is the fair 
market value, on the date of termination 
of the tenancy by the entirety, of the 
property or interest received. Thus, if a 
tenancy by the entirety is terminated so 
that thereafter each spouse owns an un­
divided half interest in the property as 
tenant in common, the value of the pro­
ceeds of termination received by each 
spous6 is one-half the value of the prop­
erty at the time of the termination of the 
tenancy by the entirety. If under local 
law one spouse without the consent of 
the other, can bring about a severance of 
his or her interest in a tenancy by the 
entirety and does so by making a gift of 
his or her interest to a third party, that 
spouse is considered as having received 
proceeds of termination in the amount of 
the fair market value, at the time of the 
termination, of his severable interest de­
termined in  accordance with the rules 
prescribed in § 25.2512—5. He has in ad­
dition, made a gift to the third party oi 
the fair market value of the interest con­
veyed to the third party. In such a case, 
the other spouse also is considered as 
having received as proceeds of termina­
tion the fair market value, at the time oi 
termination, of the interest which she 
thereafter holds in the property as tenam 
in common with the third party. How­
ever, since section 2515 (b) contempla e 
that the spouses may divide the proceeds 
of termination in some proportion otn 
than that represented by the values o 
their respective legal interests m 
property, if both spouses join together 
making a gift to a third party of Pr P" 
erty held by them as tenants by the en­
tirety, the value of the proceeds of terau 
nation which will be treated 85 rec®^_ 
by each is the amount which eachrepo^s 
(on his or her gift tax return filed ior 
the calendar year in which the ter mm 
tion occurs) as the value of his or he gi 
to the third party. This amount is tne 
amount which each reports wlthou 
gard to whether the spouses elect TO * 
section 2513 to treat the gifts as maae 
one-half by each. For example, a^um 
that H and W (his wife) hold real P P 
erty as tenants by the entirety, that
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1956, when the property has a fair market 
value of $60,000, they give it to their son; 
and that on their gift tax returns for the 
calendar year 1956, H reports himself as 
having made a gift to the son of $36,000 
and W reports herself as having made a 
gift to the son of $24,000. Under these 
circumstances, H is considered as having 
received proceeds of termination valued 
at $36,000, and W is considered as having 
received proceeds of termination valued 
at $24,000.

(ii) Except as provided otherwise in 
subparagraph (2 ) (ii) -of this paragraph 
(under which certain tenancies by the 
entirety are considered not to be ter­
minated), where the proceeds of a sale,' 
exchange, or other disposition of the 
property are not actually divided be­
tween the spouses but are held (whether 
in a bank account or otherwise) in their 
joint names or in the name of one spouse 
as custodian or trustee for their joint 
interests, each spouse is presumed, in the 
absence of a showing to the contrary, 
to have received, as of the date of ter­
mination, proceeds of termination equal 
in value to the value of his or her en­
forceable property rights in respect of - 
the proceeds.

§ 25.2515-2 Tenancies by the entirety; 
transfers treated as gifts; manner of 
election and valuation. , (a) The election 

. to treat the creation of a tenancy by the 
entirety in real property, or additions 
made to its value, as constituting a 
gift in the year in which effected, shall 
be exercised by including the value of 
such gifts in the gift tax return, of the 
donor for the calendar year in which the 
tenancy was created, or the additions in 
value were made to the property. See 
section 6019 and the regulations there­
under. The election may be exercised 
only in a return filed within the time 
Prescribed by law, or before the expira­
tion of any extehtion of time granted 
Pursuant to law for the filing of the re­
turn. See section 6075 for the time for 

tax return, and section 
6081 for extensions of time for filing 
the return, together with the regula­
tions thereunder. In order to make the 
election, a gift tax return must be filed 
for the calendar year in which the ten- 
5?cy *Was created, or additions in value 
thereto made, even though the value of 
Pe gift involved does not exceed the 

«mount of the exclusion provided by 
section 2503 (b).

^  donor spouse exercises the 
election as provided in paragraph (a) of 
ms section, the amount of the gift at 

nf ,creation the tenancy is the amount 
ls contribution to the tenancy less 

. val.ue of his retained interest in it,
determined as follows:
tinn U *  ur^ er the law of the jurisdic- 
eitw °Verning the rights of the spouses, 
abnnf Ospouse’ acting alone, can bring 
in tv,» a severance of his or her interest 
retflir>cSr°Pfr ŷ’ the value of the donor’s 
of tho i! interest  is one-half the value

tiorf UPder the law of the jurisdic- 
each i«j the rights of the spouses
0? othL ntltled t0  share in the income r enjoyment of the property but

neither, acting alone, may defeat the 
right of the survivor of them to the whole 
of the property, the amount of retained 
interest of the donor is determined by 
use of the appropriate actuarial factors 
for the spouses at their respective a t­
tained ages at the time the transaction 
is effected.

(c) Factors representing the respec­
tive interests of the spouses, under a 
tenancy by the entirety, at their attained 
ages at the time of the transaction may 
be found in, or readily computed with the 
use of the tables contained in, the 
actuarial pamphlet referred to in para­
graph (e) of § 25.2512—5. State law may 
provide that the husband only is en­
titled to all of the income or other 
enjoyment of the real property held as 
tenants by the entirety, and the wife’s 
interest consists only of the right of 
survivorship with no right of severance. 
In such a case, a special factor may be 
needed to determine the value of the 
interests of the respective spouses. See 
paragraph (e) of § 25.2512-5 for the 
procedure for obtaining special factors 
from the Commissioner in cases requir­
ing their use.

(d) The application of this paragraph 
may be illustrated by the following 
example:

Example. A husband with his own funds 
acquires real property valued at $10,000 and 
has it conveyed to himself and his wife as 
tenants by the entirety. Under the law of 
the jurisdiction governing the rights of the 
parties, each spouse is entitled to share in 
the income from the property but neither 
spouse acting alone could bring about a 
severance of his or her interest. The hus­
band elects to treat the transfer as a gift in 
the year in which effected. At the time of 
transfer, the ages of the husband and wife 
are 45 and 40, respectively, on their birth­
days nearest to the date of transfer. The 
value of' the gift to the wife is $5,502.90, 
computed as follows:

Value of property transferred.» $10, 000. 00 
Less $10,000X0.44971 (factor 

for value of donor’s retained 
rights)--------------------- --------  4 , 497.10

Value of gift------------------------- 5 , 502. 90
§ 25.2515-3 Termination of tenancy 

by the entirety; cases in which entire 
value of gift is determined under section 
2515 (b). (a) In any case in which—

(1) The creation of a tenancy by the 
entirety (including additions in value 
thereto) was not treated as a gift, and

(2) The entire consideration for the 
creation of the tenancy, and any addi­
tions in value thereto, was furnished 
solely by the spouses (see paragraph (c) 
(1) (ii) of § 25.2515-1),
the termination of the tenancy (other 
than by the death of a spouse) always 
results in the making of a gift by a spouse 
who receives a smaller share of the pro­
ceeds of the termination (whether re­
ceived in cash, property or interests in 
property) than the share of the proceeds 
attributable to the total consideration 
furnished by him. See paragraph (c) of 
§ 25.2515-1 for a discussion of what con­
stitutes consideration and the value 
thereof. Thus, a gift is effected at the 
time of termination of the tenancy by

the spouse receiving less than one-half 
of the proceeds of termination if such 
spouse (regardless of age) furnished 
one-half or more of the total considera­
tion for the purchase and improvements, 
if any, of the property held in the ten­
ancy. Also, if one spouse furnished the 
entire consideration, a gift is made by 
such spduse to the extent that the other 
spouse receives any portion of the pro­
ceeds of termination. See § 25.2515-4 for 
determination of the amount of the gift, 
if any, in cases in which the creation of 
the tenancy was treated as a gift or a 
portion of the consideration was fur­
nished by a third person. See paragraph
(d) (2) of § 25.2515—1 as to the acts 
which effect a termination of the ten­
ancy.

(b) 'In  computing the value of the gift 
under the circumstances described in 
paragraph (a) of this section, it is neces­
sary to first determine the spouse’s share 
of the proceeds attributable to the con­
sideration furnished by him. This share 
is computed by multiplying the total 
value of the proceeds of the termination 
by a fraction, the riumerator of which is 
the total consideration furnished by the 
donor spouse and the denominator of 
which is the total consideration fur­
nished by both spouses. From this 
amount there is subtracted the value of 
the proceeds of termination received by 
the donor spouse. The amount remain­
ing is the value of the gift. In arriving 
at the “total consideration furnished by 
the donor spouse” and the “total con­
sideration furnished by both spouses”, 
for purposes of the computation provided 
for in this paragraph, the consideration 
furnished (see paragraph (c) of 
§ 25.2515-1) is not reduced by any 
amounts which otherwise would have 
been excludable under section 2503 (b) 
in determining the amounts of taxable 
gifts for the years in which the con­
sideration was furnished. As an ex­
ample assume that in 1955, real property 
was purchased for $30,000, the husband 
and wife each contributing $12,000 and 
the remaining $6,000 ^being obtained 
through a mortgage on the property. 
Ih each of the years 1956 and 1957, the 
husband paid $3,000 on the principal of 
the indebtedness, but did not disclose the 
value of these transfers on his gift tax 
returns for those years. The total con­
sideration furnished by the husband is 
$18,000, the total consideration fur­
nished by the wife is $12,000, and the 
total consideration furnished by both 
spouses is $30,000.

(c) The application of this section 
may be illustrated by the following ex­
amples: -

Example ( f ) .  In 1956 the husband fur­
nished $30,000 and his wife furnished $10,000 
of the consideration for the purchase and 
subsequent improvement of real property 
held by them as tenants by the entirety. The 
husband did not elect to treat the considera­
tion furnished as a gift. The property later 
is sold for $60,000, the husband receiving 
$35,000 and his wife receiving $25,000 of the 
proceeds of the termination. The termina­
tion of the tenancy results in a gift of $10,000 
by the husband to his wife, computed as 
follows:
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»80,000 (consideration ta r n U b #  * : * « » * * * )  (proceeds of termination) = $ 45,000
$40,000 (total consideration furnished by both 

spouses)
$45,000—$35,000 (proceeds received by husband) = $ 10,000 gift by husband to wife.

Example (2). In 1950 the husband purchased shares of X Company for $10,000. In 1955 
when those shares had a fair market value of $30,000* he and his wife purchased real prop­
erty from A and had it conveyed to them as tenants by the entirety, In'payment for the 
real property, the husband transferred his shares of X Company to A ah^ the wife paid A the 
sum of $10,000. They later sold the real property for $60,000, divided $24,000 (each taking 
$12,000) and reinvested the remaining $36,000 in other real property under circumstances 
that satisfied the conditions set forth in paragraph (d) (2) (ii) of § 25.2515-1. .The tenancy 
was terminated only with respect to the $24,000 divided between them. This termination 
of the tenancy resulted in a gift of $6,000 by the husband to the wife, computed as follows:
$30,000
$40,000

(consideration furnished by husband) nnn* _____ c------------ ---- $24,000 (proceeds of termination) =$18,000(total consideration furnished by both
SPOTISGS )

$18,000—$12,000 (proceeds received by husband) = $ 6,000 gift by husband to wife.
Since the tenancy was terminated only in part, with respect to the remaining portion of 
the tenancy each spouse is considered as having furnished that proportion of the total 
consideration for the remaining portion of the tenancy as the consideration furnished by 
him before the sale bears to the total consideration furnished by both spouses before the 
sale. See paragraph (c) of § 25.2515—1. The consideration furnished by the husband for 
the reduced tenancy is $27,000, computed as follows:
$30,000 (consideration furnished by

'_____husband before sale)------ _— x  $36,000 (consideration for reduced tenancy) =$27,000
$40,000 (total consideration furnished 

by both spouses before sale)
The consideration furnished by the wife is $9,000, computed in a similar manner.

§ 25.2515-4 Termination of tenancy 
by entirety; cases in which none, or a 
portion only, of value of gift is deter­
mined under section 2515 (b)—(a) In 
general. The rules provided in section 
2515 (b) (see § 25.2515-3) are not applied 
in determining whether a gift has been 
made at the termination of a tenancy to 
the extent that the consideration fur­
nished for the creation of the tenancy 
was treated as a gift or if the considera­
tion for the creation of the tenancy was 
furnished by a third party. Considera­
tion furnished for the creation of the 
tenancy was treated as a gift if it was 
furnished either <1) during calendar 
years prior to 1955, or (2) during the 
calendar year 1955 and subsequent years 
and the donor spouse exercised the elec­
tion to treat the furnishing of considera­
tion as a gift. See paragraph (b) of this 
section for the manner of computing 
the value of gifts resulting from 
the termination of the tenancy under 
these circumstances. See paragraph (c) 
of this section for the rules to be applied 
where part of the total consideration for 
the creation of the tenancy and additions 
to the value thereof was not treated as a 
gift and part either was treated as a gift 
or was furnished by a third party.

(b> Value of gift when entire^ con­
sideration is of the type described in 
paragraph (a) of this section. If the 
entire consideration for the creation of 
a tenancy by the entirety was treated 
as a gift or contributed by a third party, 
the determination of the amount, if any, 
of a gift made at the termination of the 
tenancy will be made by the application 
of the general principles set forth in 
§ 25.2511-1. Under those principles, 
when a spouse surrenders a property in­
terest in a tenancy, the creation of which 
was treated as a gift, and in return re­
ceives an amount (Whether in the form of 
cash, property, or an interest in prop­
erty) less than the "value of the property 
interest surrendered, that spouse is 
deemed to have made a gift in an amount

equal to the difference between the value, 
a t the time of termination, of the prop­
erty interest surrendered by such spouse 
and the amount received in exchange. 
Thus," if the husband’s interest in such a 
tenancy at the time of termination is 
worth $44,971 and the* wife’s interest 
therein a t the time is worth $55,029, the 
property is sold for $100,000, and each 
spouse receives $50,000 out of the pro­
ceeds of the sale, the wife has made a gift 
to the husband of $5,029. The principles 
applied in paragraph (c) of § 25.2515-2 
for the method of determining the value 
of the respective interests of the spouses 
a t the time of the creation of a tenancy 
by the entirety are equally applicable in 
determining the value of each spouse’s 
interest in the tenancy at termination, 
except that the actuarial factors to be 
applied are those for the respective 
spouses at the ages attained at the date 
of termination.

(c) Valuation of gift where both types 
of consideration are involved. If the 
consideration furnished consists in part 
of the type described in paragraph (a) 
of § 25.2515-3 (consideration furnished 
by the spouses after 1954, and not 
treated as a gift in the year furnished) 
and in part of the type described in 
paragraph (a) of this section (considera­
tion furnished by the spouses and treated 
as a gift or furnished by a third party), 
the amount of the gift is determined as 
follows:

(1) By applying the principles set 
forth in paragraph (b) of § 25.2515-3 to 
that portion of the total proceeds of 
termination which the consideration de­
scribed in paragraph (a) of § 25.2515-3 
bears to the total consideration fur­
nished ;

(2) By applying the principles set 
forth in paragraph (b) of this section 
to the remaining portion of the total pro­
ceeds of termination; qnd

(3) By subtracting the proceeds of 
termination received by the donor from

the total of the amounts which under the 
principles referred to in subparagraphs
(1) and (2) of this paragraph are to be 
compared with the proceeds of termina­
tion received by a spouse in determining 
whether a gift was made by that spouse.
For example assume that consideration 
of $30,000 was furnished by the husband 
in 1954. Assume also that on February 
1, 1955, the husband contributed $12,000 
and the wife $8,000, the husband’s con­
tribution not being treated as a gift (see 
paragraph (b) of § 25.2515—1). Assume 
further that between 1957 and 1965 the 
property appreciated in value by $40,000 
and was sold in 1965 for $90,000 (ofT 
which the husband received $40,000 and 
the wife $50,000). The principles set 
forth inparagraph (b) of § 25.2515-3 are 
applied to $36,000 (20,000/50,000 x
$90,000) in arriving at the amount which 
is compared with the proceeds of termi­
nation received by a' spouse. Applying 
the principles set forth in paragraph
(b) of § 25.2515-3, this amount in the 
case of the husband is $21,600 (12,000/ 
20,000 x $36,000). Similarly, the prin­
ciples set forth in paragraph (b) of this 
section 3i£B applied to $54,000 ($90,000-u 
36,000), the remaining portion of the 
proceeds of termination, in arriving at 
the amount which is compared with the 
proceeds of termination received by a 
spouse. If in this case either spouse, 
without the consent of the other spouse, 
can bring about a severance of his in­
terest in the tenancy, the amount deter­
mined under paragraph (b) of this sec­
tion in the case of the husband would be 
$27,000 (% of $54,000). The total of the 
two amounts which are to be compared 
with the proceeds of termination re­
ceived by the husband is $48,600 
($21,600+27,000). This sum of $48,600 
is then compared with the $40,000 pro­
ceeds received by the husband, and the 
termination of the tenancy has resulted, 
for gift tax purposes, in a transfer of 
$8,600 by the husband to his wife in 
1965. See paragraph (d) of this section 
for an additional example illustrating
the application of this paragraph.

(d) The application of paragraph (c) 
of this section may further be illustrated 
by the following example:

Example. X died in 1948 and devised real 
property to Y and Z (Y’s wife) as tenants py 
the entirety. Under the law of the jurisdic­
tion, both -spouses are entitled to share 
equally in the income from, or the enjoymen 
of, the property, but neither spouse, a0"1“!  
alone, may defeat/the right of the survJ/_ 
of them to the whole of the property, lue 
fair market value of the property at the time 
of X’s death was $100,000 and this amount is 
the consideration which X furnished towa 
the creation of the tenancy. In 1955, 
which time the fair market value of the prop­
erty was the same as at the time of X s de > 
improvements of $50,000 were made to 
property, of which Y furnished $40,000 pu 
of his own funds and Z furnished $10,000 ou 
of her own funds. Y did not elect to re 
his transfer to the tenancy as resulting 
the making of a gift in 1955. In *9 , 7
property was sold for $300,000 and Y a 
each received $150,000 of the procee J5- 
the time the property was sold Y and Z 
45 and 40 years of age, respectively^) 
birthdays nearest the date of sale. Th 
of the gift made by Y to Z is $19,D e­
puted as follows:
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Amount determined under principles set forth in § 25.2515-3: - . . .  ^. .  ,, • • § 25.2522 (a) S ta tu to ry  provisions:
$50,000 (consideration not treated as gift in year ch aritab le  and Similar g i f ts ' c itizens or

furnished) residen ts *
$150,000 (total consideration furnished)------- X $300,000 (proceeds of termination) _ _ * ■’ Sec. 2522. Charitable and similar gifts—

=$100,000 (Proceeds of termination to which principles set forth in § 25.2515—3 apply) ^  Citizens or residents. In computing tax-
$40,000 (consideration furnished by H and not treated as gift) .............  be^aifow^ as id e d ic t io n  i t t S s S L

$50,000 (total consideration not treated as gift) X $100,000=$80,000 citizen or resident the amount of all gifts
Amount determined under principles set forth in paragraph (b) of this section: (1) The United States, Tny^^te^Terr"^

$300,000 (total proceeds of termination) —$100,000 (proceeds to which principles set forth in* +?ry’ or any Political subdivision thereof, or 
§25.2515-3 apply) =$200,000 (proceeds to which principles set forth in paragraph ib l the District of Columbia, for exclusively pub- apply) r  ^ / lie purposes;

0.44971 (factor for Y’s interest) X$200,000 =  $89 942 . A corporation, or trust, or community
. ’ chest, fund, or foundation, organized and

Amount of g ift: operated exclusively for religious, charitable,
Amount determined under § 25.2515-3____________  nnn °r educa<;ional purposes!
Amount determined under narasranh .................... ......... 7 $80, 000 including the encouragement of art and theamount determined under paragraph (b) — ------------ ----------- --- --------------- —  89, 942 prevention of cruelty to children or animals,

_  , , • ----------- - no Part of the net earnings of which inures
T^=. ..............." ...............— - ......... ......... ---------------------------  169,942 to the benefit of any private shareholder or
Less. Proceeds received by Y-------------------—-----------------     150,000  individual, and no substantial part of the

-----------. activities of which is carrying on propaganda,
Amount of gift made by Y to Z— ------ —---------------- ------- - _ 19 942 or otherwise attempting, to influence legisla-

-------— ________ ~_________________;____________________ _______ ________  * tion;
c nr, „ n . _,  , . , . . .  (^) A fraternal societv* order, or assopia™
§ 25.2516 S ta tu to ry  provisions; cer- claimed and allowed as specific exemption in tion, operating under the lodge svstem but 

tain property  se ttlem en ts. v the computation of gift taxes for the calendar only if such gifts are to be used exclusively
Sec. 2516. Certain ̂ property settlements. yea5® i nterveninS for religious, charitable, scientific, literary, or

Where husband and wife enter into a written year t nd the calendar educational purposes, including the encour-
agreement relative to their marital and under the laws am fiw b iJ t bein® comPuted of art and the prevention of cruelty
property rights and divorce occurs within ' laws aPPllcable *> such years. to children or animals;
2 years thereafter (whether or not such agree- § 25.2521-1 Specific exem ption  ,,?StS °r organizations of war veterans,
ment is approved by the divorce decree), any < In  determining the am ount of tnvahlp °iLfll  illary units or societies of any such 
transfers of property or interests in property gifts for * taxal?!e postls °r organizations, if such posts, or-
made pursuant to such agreement— . . ?  f ale^dar year there may be ganizations, units, or societies are organized

(1) To either spouse in settlement of his oeaucted, if the donor was a resident or ln the United States or any of its possessions, 
or her marital or property rights, or citizen of the United States at the time f nd no Part of their net earnings inures
I (2) To provide a reasonable allowance for SiSts were made, a specific exemption °f any private shareholder or
the support of issue of the marriage during of $30,000, less the sum of the amounts mdmdual-
mmority* - claimed and allowed as an exemption in § 25.2522 (a)-1 C haritab le  and sim ilar
shall be deemed to be transfers made for a P^10r ca. endar years- The exemption, a t (lifts; citizens or residen ts, (a) In deter- 
fuii and adequate consideration in money or . e option of the donor, may be taken mining the am mint of taxable gifts for 
money’s worth. - in the full amount of $30,000 in a single the calendar year there may be deducted

§25.2516-1 C erta in  p ro p er ty  s e ttle - of ! 0 V e l a period in thccase of a donor who was a citizen 
ments. (a) Section 2516 provides that St iP *5 £  amounts as the donor or resident of the United States at the
transfers of property or interests in bu* afier the lunit has been time the Sifts were made, all gifts in-
Property made under the terms of a n° !Urth^  exemption is allow- eluded in the “total amount of gifts”

m s s s s S a T o ~ i  =  s »
i i ^ f " lereu“ der> an ^ ma<le  to  or for the

money’s worth and, therefore exempt 2f+lted States a t .the time the gift or <1> The United States, any State, 
from the gift tax (whether or not such fxemnHon made “  n0t entitled to this Territory, or any political subdivision 
agreement is approved by a divorce de- ‘ thereof, or the District of Columbia, for *
wee), if the spouses obtain a final decree ' *>N° Pa?  °f a do™rs  Uptime spe- exclusively public purposes, 
of divorce from each other within two °f , $30l000 . may be (2> Any corporation, trust, commu-
years after entering into the agreement j S f h w i i  the Va?ue of a glft attrib- mty chest, fund or foundation organized 

<b) See paragraph (b) of § 25.6019-3 a e  to his spouse where a husband and and operated exclusively for religious, 
for the circumstances under which in- Pnde^ he Provisions of sec- charitable, scientific, literary, or educa-
formation relating to pronertv settle- tlon,25i 3’ have tbe Sifts made during tlonal purposes, including the encourage­
ments must be disclosed on the trans- t  calandar year considered as made one- ment of art and the prevention of cruelty 
feror’s gift tax return for the calendar .̂alf„by ea?b °f them. “The gift-split- to children or animals, if no part of the 
f«ari in which the"agreement becomes Provisions of section 2513 do not net earnings of the organization inures
effective. v authorize the filing of a joint gift tax to the benefit of any private shareholder

§ 25 25ta 9 Vi . r^t^ n nor Permit a donor to claim any ?r individual, and no substantial part of
suvnnrt Transfers in settlement of of his spouse’s specific exemption. For *ts activities is carrying on propaganda 
vidp o r. °°ligatwns- Transfers to pro- example, if a husband has no specific or otherwise attempting, to influence 
oort a reasonable allowance for the sup- exemption remaining, available,' but his legislation.
adonf °J children (including legally wife does, and the husband makes a <3) A fraternal society, order, or as- 
uopted children) of a marriage during to which his wife consents under sociation, operating under the lodge sys- 

rnmonfy are not subject to the gift tax provislons of section 2513, the spe- tem, provided the gifts are to be used by 
CQf lade Pursuant to an agreement which exert\ptlo,n remaining available may society, order or association exclu- 
satisfies the requirements of section 2516 ?H+iaimed °n t? e retdrn of the wife f?r one or more of the purposes set' respect to one-half of the gift. The forth in subparagraph (2) of this 

deductions husband may not claim any specific ex- Paragraph.
cifio 5 2521 Statutory provisions' sve- em/P^°^uSinCe he has none available. <♦> Any post or organization of war nfl,c Eruption. J pe (c) The amount by which the specific veterans or auxiliary unit or society

Sec- 2521. Specific exemntinn r exemption claimed and allowed' in gift thereof, if organized in the United States
fatmg taxable gifts fnr Z  J  ,' l  com“ tax retdrns for Prior calendar years ex- or any of its possessions, and if no part of
*here shall be allowed a , y! f j  ?eeda $30,000 is includible in determin- lts net earnings inures to the benefit of
$3oen£ a citi2en or resident a i  exemotinn nf SSL*?® a^sregate sum of the taxable any Private shareholder or individual.

• less the aggregate of the amounts JaragraphMb) ofg§ 2^25o£iyearS’ ^  T he deduction is not limited to gifts for
ctgxctpn id ; 01 § 25.2504-1. use w ithin  the U nited S tates, or to gifts
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to or for the use of domestic corpora­
tions, trusts, community chests, funds or 
foundations, or fraternal societies, orders 
or associations operating under the lodge 
system. For the deductions for charita­
ble and similar gifts made by a non­
resident who was not a citizen of the 
United States at the time the gifts were 
made, see § 25.2522 (b) —1.

(b) The deduction under section ,2522 
is not allowed for a transfer to a corpora­
tion, trust, community chest, fund, or 
foundation unless the organization or 
trust meets the following three tests:

(1) i t  must be organized and operated 
exclusively for one or more of the speci­
fied purposes.

(2) It must not by a substantial part 
of its activities attempt to influence legis­
lation by propaganda or otherwise.

(3) Its net earnings must not inure 
in whole or in part to the benefit of pri­
vate shareholders or individuals other 
than as legitimate objects of the exempt 
purposes.
For further limitations see § 25.2522 (c)- 
1, relating to gifts to trusts and organiza­
tions which have engaged in a prohibited 
transaction described in section 681 (b) 
(2) or section 503 (c).

(c) In order to prove the right to the 
charitable, etc., deduction provided by 
section 2522 the donor must submit such 
data as may be requested by the district 
director. As to the extent the deductions 
provided by this section are allowable, see 
section 2524.

§ 25.2522-(a)-2 Transfers not exclu­
sively for charitable, etc., purposes—(a) 
Remainders and similar interests. If a 
trust is created or property is transferred 
for both a charitable and a private pur­
pose, deduction may be taken of the value 
of the charitable beneficial interest only 
insofar as that interest is presently as­
certainable, and hence severable from the 
noncharitable interest. The present 
value of a remainder or other deferred 
payment to be made for a charitable pur­
pose is to be determined in accordance 
with the rules stated in § 25.2512-5. 
Thus, if money or property is placed in 
trust to pay the income to an individual 
during his life, or for a term of years, and 
then to pay the principal to a charitable 
organization, the present value of the re­
mainder is deductible. To determine the 
present value of such remainder use the 
appropriate factor from column 4 of 
Table I or II of § 25.2512-5, whichever is 
applicable. If the interest involved is 
such that its value is to be determined by 
a special computation (see paragraph
(e) of § 25.2512-5), a request for a spe­
cific factor accompanied by a statement 
of the date , of birth of each person, the 
duration of whose life may affect the 
value of the remainder, and by copies of 
the relevant instruments may be submit­
ted by the donor to the Commissioner, 
who may, if conditions permit, supply the 
factor requested. If the Commissioner 
does not furnish the factor* the claim for 
deduction must be supported by a full 
statement of the computation of the 
present value made in accordance with 
the principles set forth in the applicable 
paragraph of § 25.2512-5.

(b) Transfers subject to a condition 
or a power. If, as of the date of the gift,

a transfer for charitable purposes is de­
pendent upon the performance of some' 
act or the happening of a precedent event 
in  order that it might become effective, 
ho deduction is allowable unless the 
possibility that the charitable transfer 
will not become effective is so remote as 
to be negligible. If an estate or interest 
passes to or is vested in charity on the 
date of the gift and the estate or interest 
would be defeated by the performance of 
some act or the happening of some event, 
the occurrence of which appeared to have 
been highly improbable, on the date of 
the gift, the deduction is allowable. If 
the donee or trustee is empowered to di­
vert the property or fund, in whole or in 
part, to a use or purpose which would 
have rendered it, to the extent that it is 
subject to such power, not deductible had 
it been directly so given by the donor, the 
deduction will be limited to that portion 
of the property or fund which is exempt 
from the exercise of the power. The de­
duction is not allowed in the case of a 
transfer in trust conveying to charity a 
present interest in income if by reason of 
all the conditions and circumstances sur­
rounding the transfer it appears that the 
charity may not receive the beneficial 
enjoyment of the interest. For example, 
assume that assets placed in trust by 
the donor consist of stock in a corpora­
tion, the fiscal policies of which are con­
trolled by the donor and his family, that 
the trustees and remaindermen are like­
wise members of the donor’s family,, and 
that the governing instrument contains 
no adequate guarantee of the requisite 
income to the charitable organization. 
Under such circumstances, no deduction 
will be allowed. Similarly, if the 
trustees are not members of the donor’s 
family but have no power to sell or other­
wise dispose of closely held stock, or 
otherwise insure the requisite enjoyment 
of income to the charitable organization, 
no deduction will be allowed.

§ 25.2522 (b) Statutory provisions; 
charitable and similar gifts; nonresi­
dents.

Sec. 2522. Charitable and similar gifts. 
* * *

(b) Nonresidents. In the case of a non­
resident not a citizen of the United States, 
 ̂there shall be allowed as a deduction the 
amount of all gifts made during such year 
to or for the use of—

(1) The United States, any State, Terri-, 
tory, or any political subdivision thereof, 
or the District of Columbia, for exclusively 
public purposes;

(2) A domestic corporation organized and 
operated exclusively for religious, charitable, 
scientific, literary, or educational purposes, 
including the encouragement of art and the 
prevention of cruelty to children or animals, 
no part of the net earnings of which inures 
to the benefit of any private shareholder or 
individual, and no substantial part of the 
activities of which is carrying on propaganda, 
or otherwise attempting, to influence 
legislation;

(3) A trust, or community chest, fund, or 
foundation, organized and operated exclu­
sively for religious, charitable, scientific, lit­
erary, or educational purposes, including the 
encouragement of art and the prevention of 
cruelty to children or animals, no substan­
tial part of the activities of which is carrying 
on propaganda, or otherwise attempting, to 
influence legislation; but only if such gifts 
are to be used within the United States ex­
clusively fpr such purposes;

(4) A fraternal society, order, or associa­
tion, operating under the lodge system, but 
only if such gifts are to be used within the 
United States exclusively for religious, char­
itable, scientific, literary, or educational pur­
poses, including the encouragement of art 
and the prevention of cruelty to children or 
animals;

(5) Posts or organizations of war veterans, 
or auxiliary units or societies of any such 
posts or organizations, if such posts, organ­
izations, units, or societies are organized in 
the United States or any of its possessions,» 
and if no part of their net earnings mures 
to the benefit of any private shareholder or 
individual.

§ 25.2522 (b )-l Charitable‘and simi­
lar gifts; nonresidents not citizens, (a) 
The deductionfor charitable and similar 
gifts, in the case of a nonresident who 
was not a citizen of the United States at 
the time lie made the gifts, is governed 
by the same rules as those applying to 
gifts by Citizens or residents, subject, 
however, to the following exceptions:

(1) If the gifts are made to or for the 
use of a corporation, the corporation 
must be one created or organized under 
the laws of the United States or of any 
State or Territory thereof.

(2) If the gifts are made to or for the 
use of a trust, community chest, fund or 
foundation, or a fraternal society, order 
or association operating under the lodge 
system, the gifts must be for use within 
the United States exclusively for reli­
gious, charitable, scientific, literary or 
educational purposes, including the en­
couragement of art and the prevention 
of cruelty to children or animals.

§ 25.2522 (c) Statutory provisions; 
charitable and similar gifts; disallow­
ance of deductions in certain cases.

S ec. 2522. Charitable and similar gifts. 
* * * * *

(c) Disallowance of deductions in certain 
cases. For disallowance of certain charitable, 
etc., deductions otherwise allowable under 
this section, see sections 504 and 681.

§ 25.2522 (c )-l Disallowance of chari­
table, etc., deductions because of pro­
hibited transactions, (a) Sections 503
(e) and 681 (b) (5) provide that no de­
duction which would otherwise be allow­
able under section 2522 for a gift for 
religious, charitable, scientific, literary 
or educational purposes, including the 
encouragement of art and the prevention 
of cruelty to children or animals, is al­
lowed if—

(1) The gift is madé in trust and, for 
income tax purposes for the taxable year 
of the trust in which the gift is made, the 
deduction otherwise allowable to the 
trust under section 642 (c) is limited by 
section 681 (b> (!) by reason of the 
trust having engaged in a prohibited 
transaction described in section 681 (b) 
(2) ; or

(2) The gift is made to any corpora­
tion, community chest, fund or founda­
tion which, for its taxable year in whic 
the gift is made is hot exempt from in­
come tax under section 501 (a) by reason 
of having engaged in a prohibited trans­
action described in section 503 (c).

(b) For purposes of section 503 ^  
and section 681 (b) (5) the term S1 
includes any gift, contribution, or trans 
fer without adequate consideration.
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(c) Regulations relating to the income 
tax contain the rules for the determina­
tion of the taxable year of the trust for 
which the deduction under section 642 
(c) is limited by section 681 (b), and foif 
the determination of the taxable year of 
the organization for which an exemption 
is denied under section 503 (a). Gen­
erally, such taxable year is a taxable 
year subsequent to the taxable year dur­
ing which the trust or organization has 
been notified by the Internal Revenue 
Service that it has engaged in a pro­
hibited transaction. However, if the 
trust or organization during or prior to 
the taxable year entered into the pro­
hibited transaction for the purpose of 
diverting its corpus or income from the 
charitable or other purposes by reason of 
which it is entitled to a deduction or 
exemption, and the transaction involves 
a substantial part of such income or 
corpus, then the deduction of the trust 
under section 642 (c) for such taxable 
year is limited by section>681 (b), or the 
exemption of the organization for such 
taxable year is denied under section 503 
(a), whether or not the organization has 
previously received notification by 'the 
Internal Revenue Service that it has en­
gaged in a prohibited transaction. In 
certain cases, the limitation of section 
503 or 681 may be removed or the exemp­
tion may be reinstated for certain subse­
quent taxable years under the rules set 
forth in the income tax regulations under 
sections 503 and 681.

(d) In cases in which prior notification 
by the Internal Revenue Service is not 
required in order to limit the deduction 
of the trust under section 681 (b), nr to 
deny exemption of the organization 
under section 503, the deduction other­
wise allowable under § 25.2522 (a )- l  is 
not disallowed with respect to gifts made 
during the same taxable year of the trust 
or organization in which a prohibited 
transaction occurred, or in a  prior tax­
able year, unless the donor or a member 
of his family was a party to the pro­
hibited transaction. For purposes of the 
preceding sentence, the members of the 
donor’s family include only his brothers 
and sisters (whether by whole or half 
blood), spouse, ancestors, and lineal 
descendants.

§ 25.2522 (d) Statutory provisions; 
charitable and similar gifts; other cross 
references.

Sec. 2522. Charitable and similar gifts. * * *
(d) Other cross references. (1) For ex­

emption of gifts to or for benefit of Library 
or Congress, see section, 5 of the Act of 
March 3, 1925, as amended (56 Stat. 765: 2 U-S. c. 161).
nf r2?uFor construction of gifts for benefit 

Library of Post Office Department as gifts 
“° ? r for the use of the United States, see 
«mT* « 2 of the Act of August 8, 1946 (60Stat. 924; 5 U. S. C. 393).
0J 3) F?T exemPtion of gifts for benefit of 

6 . ■ **ava,l Records and Library, Navy 
see section 2 of the  Act of 

1937 *50 Stat< 25' 5 U- s - c - 419b). r !  exemPtion of gifts to or for bene- 
th a 1>ational Park Service, see section 5 of 
Xj. s c  July !0. 1935 (49 Stat. 478; 16

thi5 «ŝ i'ori coris r̂uc^on ° t  gifts accepted by 
Servif»»0!6+ary of state under the Foreign e Act of 1946 as gifts to or for the use

of the United States, see section 1021 (e) 
of that Act (60 Stat. 1032; 22 U. S. C. 809).

(6 ) For construction of gifts or bequests 
of money accepted by the Attorney General 
for credit to “Commissary Funds, Federal 
Prisons” aa gifts or bequests to or for the 
use of the United States, see section 2 of the 
Act of May 15, 1952, 66 Stat. 73, as amended 
by the Act of July 9, 1952, 66 Stat. 479 (31 
U. S. C. 725s—4).

(7) For payment of tax on gifts of United 
States obligations to the United States, see 
section 24 of the Second Liberty Bond Act, 
as amended (59 Stat. 48, § 4; 31 U. S. C. 
757e).

(8 ) For construction of gifts for benefit’ 
of or use in connection with Naval Academy 
as gifts to or for the use of the United 
States, see section 3 of the Act of March 31, 
1944 (58 Stat. 135; 34 U. S. C. 1115b).

(9) For exemption of gifts for benefit of 
Naval Academy Museum, see section 4 of the 
Act of March 26, 1938 (52 Stat. 119; 34 
U. S. C. 1119).

(10) For exemption of gifts received by 
National Archives Trust Fund Board, see 
section 7 of the National, Archives Trust 
Fund Board Act (55 Stat. 582; 44 U. S. C. 
300gg).

§ 25.2523 (a) Statutory provisions; 
gift to spouse; in general.

S ec . 2523. Gift  to spouse— (a) In general. 
Where a donor who is a citizen or resident 
transfers during the calendar year by gift 
an interest in property to a donee who at 
the time of the gift is the donor’s spouse, 
there shall be allowed as a deduction in com­
puting taxable gifts for the calendar year 
an amount with respect to such interest 
equal to one-haif of its value.

§ 25.2523 (a) -1 Gift to spouse; in 
general—(a) In general. In determin­
ing the amount of taxable gifts foi the 
calendar year 1955 or any calendar year 
thereafter, in the case of a donor who 
was a citizen or resident of the United 
States a t the time the gift was made, 
there may be deducted an amount equal 
to one-half the value of any property in ­
terest (except as otherwise provided in 
paragraph (b) of this section) trans­
ferred by gift to a donee who at the time 
of the gift was the donor’s spouse. This 
deduction is referred to as the “marital 
deduction.” No marital deduction is au­
thorized with respect to a gift if the 
donor, at the time of the gift, was a non­
resident not a citizen of the United 
States. However, if 'the donor was a 
citizen or resident of the United States 
at the time the gift was made, he is not 
deprived of the right to the marital de­
duction-by reason of the fact that his 
spouse was a nonresident not a citizen. 
For convenience the donor’s spouse is 
generally referred to in the feminine 
gender, but if the donor is a woman the 
reference is to her husband. The donor 
must submit such proof as is necessary 
to establish the right to the marital 
deduction, including any evidence re­
quested by the district director.

(b) “Deductible interests” and “non- 
deductible interests.” The property in­
interests transferred by a donor to his 
spouse fall within two general catego­
ries: (1) Those with respect to which 
the marital deduction is authorized, and 
(2) those with respect to which the de­
duction is not authorized. These cate­
gories are referred to in this section and 
§§ 25.2523 (b )-l through 25.2523 (f) —1 
as “deductible interests” and “nonde­

ductible interests,” respectively (see sub­
division (ii) of this subparagraph). 
Subject to the limitations set forth in 
§§ 25.2523 ( f ) - l  (relating to gifts of 
community property) and 25.2524-1 (re­
lating to cases in which the total value of 
the gifts made to the donee spouse in any 
one year is less than $6,000), the mari­
tal deduction is equal to one-half of 
the aggregate value of the “deductible 
interests.” A property interest trans­
ferred by a donor to his spouse is a “de­
ductible interest” if it does not fall 
within one of the two following classes of 
“nondeductible interests” :

(i) A property interest transferred by 
a donor to his spouse which is a “termi­
nable interest,” as defined in § 25.2523 
'(b)-1, is a “nondeductible interest” to 
the extent specified in that section.

(ii) Any property interest transferred 
by a donor to his spouse is a “nondeducti­
ble interest” to the extent that it is not 
included in the total amount of gifts 
made during the calendar year. See 
§§ 25.2515-1 (relating to tenancies by the 
entirety) and 25.2516-1 (relating to 
property'^settlements, followed by di­
vorce) for some, but not necessarily all, 
of the situations in which property is 
transferred by a donor to his spouse and 
not included in the total amount of gifts 
made during the calendar year. If the 
total gifts made by a donor to his spouse 
during a calendar year have a value of 
$6,000 or more the amount of the mari­
tal deduction is determined without re­
gard to the amount of the exclusion, if 
any, allowable. For example, assume 
that in 1955 a donor made a cash gift of 
$10,000 to his wife. No other gifts were 
made by the donor in 1955. The amount 
of the marital deduction is one-half of 
$10,000, or $5,000; the amount of the ex­
clusion is $3,000; and the total amount 
of included gifts is $2,000. See § 25.2524-1 
with respect to the amount of the mari­
tal deduction allowable where the total 
gifts made in a calendar year by a donor 
to his spouse have a value of less than 
$6,000.

(c) Valuation. If the income from 
property is made payable to the ddhor or 
another individual for life, or for a term 
of years, with remainder absolutely to 
the donor’s spouse or to her estate, the 
marital deduction is equal to one-half 
the present value of the remainder. The 
present value of the. remainder (that is, 
its value as of the date of gift) is to be 
determined in accordance with the rules 
stated in § 25.2512-5. For example, if 
the donor’s spouse is* to receive $50,000 
upon the death of a person 31 years of 
age, the present value of the remainder 
is $14,466. See the example in paragraph
(d) of § 25.2512-5. If the remainder is 
such that its value is to be determined 
by a special computation (see § 25.2512- 
5), a request for a specific factor, accom­
panied by a statement of the dates of 
birth of each person, the duration of 
whose life may affect the value of the 
remainder, and by copies of the relevant 
instruments may be submitted by the 
donor to the Commissioner who, if con­
ditions permit, may supply the factor 
requested. If the Commissioner does 
not furnish the factor, the claim for de-
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duction must be supported by a full 
statement of the computation of the 
present value, made in accordance with 
the principles set forth in § 25.2512-5.

§ 25.2523 (b) Statutory provisions; 
gift to spouse; life estate or other ter­
minable interest. '  .?

Sec. 2523. Gift to spouse. * * *
(b) Life estate or other terminable in­

terest. Where, on the lapse of time, on the 
occurrence of an event or contingency, or 
on the failure of an event or contingency to 
occur, such interest transferred to the spouse 
will terminate or fail, no deduction shall be 
allowed with respect to such interest—

(1) If the donor retains in himself, or 
transfers or has transferred (for less than an 
adequate andfull consideration in money or 
money’s worth) to any person other =tlian 
such donee spouse (or the estate of such 
spouse), an interest in such property, and 
if by reason of such retention or transfer the 
donor (or his heirs or assigns) or such person 
(or his heirs or assigns) may possess or enjoy 
any part of such property after such termina­
tion or failure of the interest transferred 
to the donee spouse; or

(2 ) If the donor immediately after the 
transfer to the donee spouse has a power to 
appoint an interest in such property which 
he can exercise (either alone-or in conjunc­
tion with any person) in such manner that 
the appointee may possess or enjoy any part 
of such property after such termination or 
failure of the interest transferred to the 
donee spouse. For purposes of this para­
graph, the donor shall be considered as hav­
ing immediately after the transfer to the 
donee spouse such power to appoint even 
though such power cannot be exercised until 
after the lapse of time, upon the occurrence 
of an event or contingency, or on the failure 
of an event or contengency to occur.
An exercise or release at any time by the 
donor, either alone or in conjunction with 
any person, of a power to appoint an interest 
in property, even though not otherwise a 
transfer, shall, for purposes of paragraph (1), 
be considered as a transfer by him. Except as 
provided in subsection (e)} where at the 
time of the transfer it is impossible to as­
certain the particular person or persons who 
may. receive from the donor an interest in 
property so transferred by him, such interest 
shall, for purposes of paragraph (1), be con­
sidered as transferred to a person other than 
the donee spouse.

§ 25.2523 (b )-l Life estate or other 
terminable interest—(a) Ingenerai. (1) 
The provisions of section 2523 (b) gen­
erally prevent the allowance of the mari­
tal deduction with respect 7to certain 
property interests (referred to generally 
as “terminable interests,” defined in sub- 
paragraph (3) of this paragraph), trans­
ferred to the donee spouse under the 
circumstances described in subparagraph 
(2) of this paragraph, unless thè transfer 
comes within one of the exceptions set 
forth in § 25.2523 (d )-l, relating to cer­
tain joint interests, or § 25.2523 (e)-l, 
relating to certain life estates with 
powers of appointment.

(2) If a donor transfers a terminable 
interest in property to the. donee spouse, 
the marital deduction is disallowed with 
respect to the transfer if the donor 
spouse also—

(i) Transferred an interest in the same 
property to another donee (see para­
graph (b) of this section), or

(ii5 Retained an interest in the same 
property in himself (see paragraph (c) 
of this section), or

(iii) Retained a power to appoint an 
interest in the same property (see para­
graph (d) of this section).
Notwithstanding the preceding sen­
tence, the marital deduction is disallowed 
under these circumstances only if the 
other donee, the donor, or the possible 
appointee, may, by reason of the trans­
fer or retention, possess or enjoy any 
part of the property after "the termina­
tion or failure of the interest therein 
transferred to the donee spouse.

(3) For purposes of this section, a  
distinction is t&be drawn between “prop­
erty,” as such term is used in section 
2523, and an “interest in property." The 
“property” referred to is the underlying 
property in which various interests exist; 
each such interest is not, for this pur­
pose, to be considered as “property.” A 
“terminable interest” in property is an 
interest which will terminate or fail on 
the lapse of time or on the occurrence or 
failure to occur of some contingency. 
Life estates, terms for years, annuities, 
patents, and-copyrights are therefore 
terminable interests. However, a bond, 
note, or similar contractual obligation, 
the discharge of which would not have 
the effect of an annuity or term for years, 
is not a terminable interest.

(b) Interest in property which an­
other donee may possess or enjoy. (1) 
Section 2523 (b) provides that no marital 
deduction shall be allowed with respect 
to the transfer to the donee spouse of a 
“terminable interest” in property, in 
case—

(i) The donor transferred (for less 
than an adequate and full consideration 
in money or money’s worth) an interest 
in the same property to any person other 
than the donee spouse (or the estate of 
such spouse), and

(ii) By reason of such transfer, such 
person (or his heirs or assigns) may pos­
sess or enjoy any part of such property 
after the termination or failure of the 
interest therein transferred to the donee 
spouse.
- (2) In determining whether the donor 
transferred an interest in property to any 
person other than the donee spouse, it is 
immaterial whether the transfer to the 
person other than the donee spouse was 
made at the same time as the transfer to 
such spouse, or at any earlier time.

(3) Except as provided in § 25.2523
(e)-l, if at the time of the transfer it is 
impossible to ascertain the particular 
person or persons who may receive a 
property interest transferred by the 
donor, such interest is considered as 
transferred^ to a person other than the 
donee spouse for the purpose of section 
2523 (b) . This rule is particularly ap­
plicable in the case of the transfer of a 

' property interest by the donor subject 
to a reserved power. See § 25.2511-2. 
Under this rule, any property interest 
over which the donor reserved a power 
to revest the beneficial title in himself, 
or over which the donor reserved the 
power to name new beneficiaries or to 
change the interests of the beneficiaries 
as between themselves, is for the purpose 
of section 2523 (b), considered as trans­
ferred to a “person other than the donee 
spouse.” The following examples il­

lustrate the application of the provisions 
of this subparagraph:

(i) If a donor transferred property in 
trust naming his wife as the irrevocable in­
come beneficiary for 10 years, and providing 
that, upon the expiration of that term, the 
corpus should be distributed among his 
wife and children in such proportions as 
the trustee should determine, the right to 
the corpus, for the purpose of the marital 
deduction, is considered as transferred to a 
“person other than the donee spouse.”

(ii) If, in the above example, the donor 
had provided that, upon the expiration of 
the 10-year term, the corpus was to be paid 
to his wife, but also reserved the power to 
revest such corpus in himself, the right to 
corpus, for the purpose of the marital de­
duction, is considered as transferred to a 
“person other than the donee spouse.”

(4) The term “person other than the 
donee spouse” includes the possible un­
ascertained takers of a property interest, 
as, for example, the members of a class 
to be ascertained in the future. As 
another example, assume that the donor 
created a power of appointment over a 
property interest, which does not come 
within the purview of § 25.2523 (e) —1. 
In such a case, the term “person other 
than the donee spouse” refers to the pos­
sible appointees and takers in default 
(other than the spouse) of such property 
interest.

(5) An exercise or release at any time 
by the donor (either alone or in con­
junction with any person) of a power to 
appoint an interest in property, even 
though not otherwise a transfer by him 
is considered as a transfer by him in de­
termining, for the purpose of section 
2523 (b), whether he transferred an in­
terest in such property to a person other 
than the donee spouse.

(6) The following examples illustrate 
the application of this paragraph. In 
each example it is assumed that the 
property interest which the donor trans­
ferred to a person other than the donee 
spouse was not transferred for an ade­
quate and full consideration in money or 
money’s worth:

(i) H (the donor) transferred real prop­
erty to W (his wife) for life, with remainder 
to A and his heirs. No marital deduction 
may be taken with respect to the interest 
transferred to W, since it will terminate upon 
her death and A (or his heirs or assigns) will 
thereafter possess or enjoy the property.

(ii) H transferred property for the benefit 
of W and i . The income was payable to W 
for life and upon her death' the principal was 
to be distributed to A or his issue. However, 
if A should die without issue, leaving w 
surviving, the principal was then to be dis­
tributed to W. No marital deduction may be 
taken with respect* to the interest transferred 
to W, since it will terminate in the event oi 
her death if A or his issue survive* and A or 
his issue will thereafter possess or enjoy tne
property. \

(iii) H purchased for $100,000 a life ann ‘ 
ity for W. If the annuity payments 
during the life of W should be less than 
$100,000, further payments were to be ma 
to A. No marital deduction may be taKeu 
with respect to the interest transferred to • 
since A may possess or enjoy a part or 
property following the termination 01 .,  , 
interest. If, however, the contract provi 
for no continuation of payments, and P 
vided for no refund upon the death o tw . 
provided that any refund was to go »  “  
estate of W, then a marital deduction may 
taken with respect to the gift.
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(lv) H transferred property to A for life 

with remainder to W provided W survives A, 
but if W predeceases A, the property is to pass 
to B and his heirs. No marital deduction 

' may be taken with respect to the interest 
transferred to W.

(v) H transferred real property to A, re­
serving the right to the rentals of the prop­
erty for a term of 20 years. H later trans­
ferred the right to tire remaining rentals to 
W. No marital deduction may be taken with 
respect to the interest since it will terminate 
upon t h e  expiration of the balance of the 
20-year term and A will thereafter possess or 
enjoy t h e  property.
- (vi) H transferred a patent to W and A as 

te n a n ts  in common. In this case, the inter­
est of W  will terminate upon the expiration 
of th e  t e r m  of the patent, but possession and 
en jo y m e n t of tpe property by A must neces­
sarily cease at the same time. Therefore, 
since A’s  possession or enjoyment cannot out­
last th e  termination of W’s interest, the pro­
visions o f  section 2523 (b) do not disallow the 
m a rita l deduction, with respect to the inter­
est.

(c) Interest in property which the 
donor may possess or enjoy, (l) Section 
2523 (b) provides that no marital deduc­
tion is allowed with respect to the trans­
fer to the donee spouse of a “terminable 
interest” in property, if—

(i) %The donor retained in himself an 
interest in the same property, and 
-iii) By reason of such retention, the 
donor (or his heirs or assigns) may pos­
sess or enjoy any part of the property 
after the termination or failure of the 
interest transferred to the donee spouse. 
However, as to a transfer to the donee 
spouse as sole joint tenant with the 
j j0r or 35 tenant by thè entirety, see 
§25.2523 (d)-l.
, (2) *n general, the principles .illus- 
trated by the examples under paragraph 
idi of this section are applicable in de­
termining whether the marital deduc­
tion may be taken with respect to a prop­
erty interest transferred to the donee 
pouse subject to the retention by- the 

/ ,nor an interest in the same prop- 
nia! U * aPPlication of this paragraph 
®ay be further illustrated by the follow­
ing example:

fcampZe iThe donor purchased three an- 
anrt L C°ntra'?ts for the benefit of his wife 
Pavmpn+SeJf" ^ he first contract Provided for 
the^n«tS t0. the wlfe for Iife> with refund to 
madetn°Fhin «ase the aggregate payments 
th e  nnnt,th! wife were less than the cost of 
lor ,The second contract provided
to the donor f 1°r life, and then
The th^ fe fo* lif6 if ske survived the donor, 
th e  don™ COn,tract Provided for payments to 
and then and his wife for their joint lives 
No mariil, ĥe EUrvivor of them for life, 
spec? +KdedUCtion may be taken with  re- 
chases?/^6 glfts resulting from the pur- 
each c o n h S  C°/ltracts slnce> in the case of 
3°y apart of t / he d0nor may Possess or en- 
tidn  or fL  f the Property after the termina- 
th e  wifeiailUre bi the fHterest transferred to

donclr i ? / resi/ n Property over which the 
Section 2S ? 6?/* vower t0 appoint, (l) 
ital dedul5,23 proyides that no m ar­
ine w f “ n+1S f “owed with respect to 
“termin^vfier-to the donee spouse of a interest” ih property i f -
the tro /?  donor had> immediately after 
tereSt ^ r* a P™er to appoint an in- 

(ii) Same pr°Perty. and 
(either donor’s Power was exercisable-

alone or in conjunction with any 
No. 224—1-5
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person) in such manner that the ap­
pointee may possess or enjoy any part 
of the property after the termination or 
failure of the interest transferred to the 
donee spouse.

(2) For the purposes of section 2523
(b) , the donor is to be considered as hav­
ing, immediately after the transfer to the 
donee spouse, such a power to appoint 
even though the power cannot be exer­
cised until after the lapse of time, upon 
the occurrence of an event or contin­
gency, or upon the failure of an  event or 
contingency to occur. I t  is immaterial 
whether the power retained by the donor 
was a taxable power of ’appointment un­
dersection 2514,

(3) The principles illustrated by the 
examples under paragraph (b) of this 
section are generally applicable in deter­
mining whether the marital deduction 
may be taken with respect to a property 
interest transferred to the donee spouse 
subject to retention by the donor of a 
power to appoint an interest in the same 
property. The application of this para­
graph may be further illustrated by the 
following example:

Example. The donor, having a power of 
appointment over certain property, appointed 
a life estate to his spouse. No marital de­
duction may be taken with respect to such 
transfer, since, if the retained power to ap­
point the remainder interest is exercised, the 
appointee thereunder may possess or enjoy 
the.property after the termination or failure 
of the interest taken by the donee spouse.

§ 25.2523 (c) Statutory provisions; 
gift to spouse; interest in unidentified 
assets.*

Sec. 2523. Gift to spouse. * * *
(c) Interest in Unidentified assets. Where 

the assets out of which, or the proceeds of 
which, the interest transferred to the donee 
spouse may be satisfied include a particular 
asset or assets with respect to which no de­
duction would be allowed if such asset or 
assets were transferred from the donor to 
such spouse, then the value of the interest 
transferred to such spouse shall, for pur­
poses of subsection (a), be reduced by the 
aggregate value of such particular assets. *

§..25,2523 (c) —1 Interest in unidenti- 
ficd assets, (a) Section 2523 (c) provides 
that if an interest passing to a donee 
spouse may be satisfied out of a group 
of assets (or their proceeds) whifch in­
clude a particular asset that would be 
a nondeductible interest if it passed from 
the donor to his spouse, the value of the 
interest passing to the spouse is reduced 
for the purpose of the marital deduction, 
by tl\e value of the particular asset.

(b) In order for this section to apply, 
two circumstances must coexist, as 
follows:

(1) The property interest transferred 
to the donee spouse must be payable out 
of a group of assets. An example of a 
property interest payable out of a group 
of assets is a right to a share of the 
corpus of a trust upon its termination.

(2) The group of assets out of which 
the property interest is payable must in­
clude one or more particular assets 
which, if transferred by the donor to 
the donee spouse, would not qualify for 
the marital deduction. Therefore, sec­
tion 2523 (c) is not applicable merely 
because a group of assets includes a ter­
minable interest, but would only be ap-
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plicable if the terminable interest were 
nondeductible under the provisions of 
§ 25.2523 (b)-l*.

• (c) If the circumstances in the pre­
ceding paragraph are both present, the 
marital deduction with respect to such 
property interest may not exceed one- 
half of the excess, if any, of its value 
over ̂ the aggregate value of the particu­
lar asset or assets which, if transferred 
to the donee spouse, would not qualify 
for the marital deduction. The applica­
tion of this section may be illustrated by 
the following example:

Example. H was absolute owner of a rental 
property and on July 1, 1950, transferred it 
to A by gift, reserving the income for a period 
of 20 years. On July 1, 1955, he created a 
trust to last for a period of 10 years. H was 
to receive the income from the trust and at 
the termination of the trust the trustee is to 
turn over to H’s wife, W, property having a 
value of $100,000. The trustee has absolute 
discretion in deciding which properties in 
the corpus he shall turn over to W in satis­
faction of the gift to her. The trustee re­
ceived two items of property from H. Item 
(1) consisted of shares of corporate stock. 
Item (2) consisted of the right to receive the 
income from the rental property during the 
unexpired portion of the 20-year term. As­
sume that at the termination of the trust on 
July 1, 1965, the value of the right to the 
rental income for the then unexpired term 
of 5 years (item (2)) will be $30,000. Since 
item (2) is a nondeductible interest and the 
trustee can turn it over to W in partial satis­
faction of her gift, only $70,000 of the $100,- 
000 receivable by her on July 1, 1965, will be 
considered as property with respect to which 

-a marital deduction is allowable. The pres­
ent value on July 1, 1955, of the right to re­
ceive $70,000 at/ the end of 10 years is 
$49,624:33 ($70,000x0.708919, as found in 
Table II of § 25.2512-5). The value of the 
property qualifying for the marital deduc­
tion, therefore, is $49,624.33 and a marital 
deduction is allowed for one-half of that 
amount, or $24,812.17.

§ 25.2523 (d) Statutory provisions; 
gift to spouse; joint interest.

S ec . 2523. Gift to spouse. * * *
(d) Joint interest. If the interest is 

transferred to the donee spouse as sole Joint 
tenant with the donor or as tenant by the 
entirety, the interest of the donor in the 

' property which exists solely by reason of the 
possibility that the donor may survive the 
donee spouse, or that there may occur a 
severance of the tenancy, shall not be con­
sidered for purposes of subsection (b) as an 
interest retained by the donor in himself.

§ 25.2523 (d )-l Joint interests. Sec­
tion 2523 (d) provides that if a property 
interest is transferred to the donee 
spouse as sole joint tenant with the 
donor or as a tehant by the entirety, the 
interest of the donor in the property 
which exists solely by reason of the pos­
sibility that the donor may survive the 
donee spouse, or that there may occur a 
severance of the tenancy, is not for the 
purposes of section 2523 (b), to be con­
sidered as an interest retained by the 
donor in himself. Under this provision, 
the fact that the donor may, as surviving 
tenant, possess or enjoy the property 
after the termination of the interest 
transferred to the donee spouse does not 
preclude the allowance of the marital 
deduction with respect to the latter in­
terest. Thus, if the donor purchased real 
property in the name of himself and wife 
as tenants by the entirety, or as joint
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tenants with right of survivorship and, 
pursuant to the provisions of section 
2515 (c), electéd to treat such transac­
tion as a completed gift in the, palendar 
year effected, a marital deduction equal 
to one-half the value of the interest of 
the donee spouse in such property may be 
taken. See paragraph (c) of § 25.2523 
(b)-l, and section 2524.

§ 25.2523 (e) Statutory provisions; 
gift to spouse; life estate with power of 
appointment in donee spouse.

Sec. 2523. Gift to spouse. * * *
(e) Life estate with power of appointment 

in donee spouse. Where the donor transfers 
an interest in property, if by such transfer 
his spouse is entitled for life to all of the 
income from the entire interest, or all the 
income from a specific portion thereof, pay­
able annually or at more frequent intervals, 
with power in the donee spouse to appoint 
the entire interest, or Such specific portion 
(exercisable in favor of such donee spouse, 
or of the estate of such donee spouse, or in 
favor of either, whether or not in each 
case the power is exercisable in favor of 
others), and with no power-in any other 
person to appoint any part of such interest, 
or such portion, to any person' other than 
the donee spouse—

(1) The interest, or such portion, so trans­
ferred shall, for purposes of subsection (a) 
be considered as transferred to the donee 
spouse, and

(2) No part of the interest, or such por­
tion, so “transferred shall, for purposes 
of subsection (b) (1), be considered as
retained in the donor or transferred to any 
person other than the donee spouse.
This subsection shall-apply only if, by such 
transfer, such power in the donee spouse to 
appoint the interest, or such. portion, 
whether'exercisable by will or during life, is 
exercisable by such spouse alone and in all 
events.

§ 25.2523 (e )-l Marital deduction;
life estate with power of appointment in 
donee spouse—(a) In general. Section 
2523 (e) provides that if an interest in 
property is transferred by a donor to his 
spouse (whether or not in trust) and the 
spouse is entitled for life to all the in­
come from the entire interest or all the 
income from a specific portion of the en­
tire interest, with a power in her to ap­
point the entire interest or the specific 
portion, the interest transferred to her is 
a deductible interest, to the extent that 
it satisfies all five of the conditions set 
forth below (see paragraph (b) of this 
section if one or more of the conditions 
is satisfied as to only a portion of the 
in terest):

(1) The donee spouse must be entitled 
for life to all of the income from the en­
tire interest or a specific portion of the 
entire interest, or to a- specific portion of 
all the income from the entire interest.

. (2) The income payable to the donee 
spouse must be payable annually or at 
more frequent intervals.

(3) The donee spouse must have the 
power to appoint the entire interest or 
the specific portion to either herself or 
her estate.

(4) The power in the donee spouse 
must be exercisable by her alone and 
(whether exercisable by will or during 
life) must be exercisable in all events.

(5) The entire interest or the specific 
portion must not be subject to a power 
in any other person to appoint any part

to any person other than the donee 
spouse.

(b) Specific portion; d e d u c t i b l e  
amount. If either the right to income or 
the power of appointment given to the 
donee spouse pertains only to a specific 
portion of a property interest, the portion 
of the interest which qualifies as a de­
ductible interest is limited to the extent 
that the.rights in the donee spouse meet 
all of the five conditions described in 
paragraph (a) of this section. While the 
rights over the income and the power 
must coexist as to the same interest in 
property, it is not necessary that the 
rights over the income or the power as 
to such interest be in the same propor­
tion. However, if the rights over income 
meeting the required conditions set forth 
in paragraph (a) (1) and (2) of this sec­
tion extend over a smaller share of the 
property interest than the share with 
respect to which the power of appoint­
ment requirements set forth in para­
graph (a) (3) through (5) of this section 
are satisfied, the deductible interest is 
limited to the smaller share. Con­
versely, if a power of appointment 
meeting all the requirements extends to 
a smaller portion of the property interest 
than the portion over which the income 
rights pertain, thq deductible interest 
cannot exceed the value of the portion 
to which such power of appointment ap­
plies. Thus, if the donOr gives to the 
donee spouse the right to receive an­
nually all of the income from a particular 
property interest and a power of ap­
pointment meeting the specifications 
prescribed in paragraph (a) (3) through
(5) of this section as to only one-half of 
the property interest, then only one-half 
of the property interest is treated as a de­
ductible interest. Correspondingly, if 
the income interest of the spouse satis­
fying the requirements extends to only 
one-fourth of the property interest and 
a testamentary power of appointment 
satisfying the requirements extends to all 
of the property interest, then only one- 
fourth of the interest in the spouse quali­
fies as a deductible interest. Further, if 
the donee spouse has no right to income 
from a specific portion of a property in­
terest but a testamentary power of ap­
pointment which meets the necessary 
conditions over the entire interest, then 
none of the interest qualifies for the de­
duction. In addition, if, from the time of 
the transfer, the donee spouse has a 
power of appointment meeting all of the 
required conditions over three-fourths of 
the entire property interest and the pre­
scribed income rights oyer the entire in­
terest, but with a power in another per­
son to appoint one-half of the entire 

, interest, the value of the interest in the 
donee spouse over only one-half of the 
property interest Will qualify as a de­
ductible interest.

(c) Definition of "specific portion 
A partial interest in property is not 
treated as a specific portion of the entire 
interest unless the rights of the donee 
spouse in income and as to the power 
constitute a fractional or percentile 
share of a property interest so that such 
interest or share in the donee spouse re­
flects its proportionate share of the in­
crement or decline in the whole of the

property Interest to which the income 
rights and the power relate. Thus,'if 
the right of the spouse to income and 
the power extend to one-half or a speci­
fied percentage of the property, or the 
equivalent, the interest is considered as a 
specific portion. On the other hand, if 
the annual income of the spouse is lim­
ited to a specific sum, or if she has a 
power to appoint only a specific sum out 
of a larger fund, the interest is not a 
deductible interest. Even though the 
rights in the donee spouse may not be 
expressed in terms of a definite fraction 
or percentage, a deduction may be allow­
able if it is shown that the effect of local 
law is to give the spouse rights which 
are identical to those she would have 
acquired if the size of the share had been 
expressed in terms of a definite fraction 
or percentage. The following examples 
illustrate the application of this and the 
preceding paragraphs of this section:

Example ( f ) .  The/clonor transferred to a 
.trustee 500 Identical shares of X Company 
stock. He provided that during the lifetime 
of the donee spouse the trustee should pay 
her annually one-half of the trust income or 
$6,000, whichever is the larger. The spouse 
was also given a general power of appoint­
ment, exercisable by her last will over the 
sum of $160,000 or over three-fourths of the 
trust corpus, whichever should be of larger 
valufe. Since there is no certainty that the 
trust income will not vary from year to year, 
for purposes of paragraphs (a) and (b) of 
this section, an annual payment of a speci­
fied sum, such as the $6,000 provided for in 
this case, is not considered as representing 
the income from a definite fraction or a spe­
cific portion of the entire interest if that were 
the extent of the spouse’s interest. How­
ever, since the spouse is to receive annually 
at least one-half of the trust income, she 
will, for purposes.of paragraphs (a) and (b) 
of this section, be considered as receiving all 
of the income from one-half of the entire 
interest in the stock. Inasmuch as there is 
no certainty that the value of the stock will 
be the same on the date of the donee spouse s 
death as it was on the date of the transfer 
to the trustee, for purposes of paragraphs 
<a) and (b) of this section, a specified sum, 
such as the $160,000 provided for in this case, 
is not considered to be a definite fraction of 
the entire interest. However, since the donee 
spouse has a general power of appointment 
over at least three-fourths of the trust cor­
pus, she is considered as having a general 
power of appointment over three-fourths ol 
the entire interest in the stock.

Example (2). The donor transferred to a 
trustee an office building and 250 identica 
shares of Y Company stock. He provided 
that during the lifetime of the donee spouse 
the trustee should pay her annually three- 
fourths of the trust income. The spouse was 
given a general power of appointment, exer­
cisable by will, over the office building an 
100 shares of the stock. By the terms of t 
trust instrument the donee spouse is giy 
all the income from a definite fraction of 
entire interest in the office building and 
the stock. She also has a general P °fer 
appointment over the entire interest in 
office building. However, since the 
of property represented by a single shar, . n 
stock'would be altered if thq corpora _ 
split its stock, issued stock dividends, r̂ a 
a distribution of capital, etc., a P°w®* 
appoint 100 shares at the time of the done 
spouse’s death is not the same ^eces£' f e 
as a power to appoint 10%so of the en 
interest which the 250 shares represen 
the date of the gift. If it is shown in tms 
case that the effect of local law is to g 
the spouse a general power to appoi 
only the 100 shares designated by the acm
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b u t also 10%5o of any shares or amounts 
w hich  are distributed by the corporation and 
in c lu d e d  In the corpus, the requirements of 
th is paragraph will be satisfied and the donee 
spouse will be considered as having a general 
pow er to appoint 10% 5o of the entire interest 
in th e  250 shares.
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(d) Definition of “entire in terest\ 
Since a marital deduction is Allowed for 
each qualifying separate interest in prop­
erty transferred by the donor to the 
donee spouse, for purposes of paragraphs
(a) and (b) of this section, each property 

interest with respect to which the donee 
spouse received some rights is considered 
separately in determining whether her 
rights extend to the entire interest or to 
a specific portion of the entire interest. 
A property interest which consists of 
several identical units of property (such 
as a block of 250 shares of stock, whether 
the ownership is evidenced by one or 
several certificates) is considered one 
property interest; unless certain of the 
units are to be segregated and accorded 
different treatment, in which case each 
segregated group of Items is considered a 
separate property interest. The bequest 
of a specified sum of money consitutes 
the bequest of a separate property in­
terest if immediately following the trans­
fer and thenceforth it, and the invest­
ments made with it, must be so segre­
gated or accounted for 'as to permit its 
identification as a separate item of prop­
erty. The application of this paragraph 
may be illustrated by th e , following 
examples:

Example ( i ) .  The donor transferred to a 
tru s te e  three adjoining farms, Blackacre, 
W hlteac re , and Greenacre. The trust instru­
m en t provided that during the lifetime of 
tne d o n e e  spouse the trustee should pay her 
ml of t h e  income from thte trust. Upon her 
ae a th , all of Blackacre, a one-half interest in 
w m te a c re , and a one-third interest in Green-- 
acre were to be. distributed to the person or 
persons appointed by her in her will. The 
oonee spouse is considered as being entitled 
ro a n  o f  the income from the entire interest 

B la c k a c re , all of the income from the en- 
u e  in t e r e s t  in Whiteacre, and all of the in­

come f r o m  the entire interest in Greenacre.
® . s.° is considered as having a power of 

appointment over the entire interest in 
in w w  e’ over one-half of the entire interest 
in+* J!eacre’ and over one-third of the entire mterest m Greenacre.
mnVZnl6 (2 )* The donoF transferred 
mnnf00 *2 C’ ^  tru?tee. C is’ to invest the 

* 5  a?d pay a11 of the income from the in- 
W J^en*s to w > the donor’s spouse, annually.

as given a general power, exercisable by 
tru s t  ^?point one-half of the corpus of the 
lishm»v,+ r*e’ immediately following estab- 
sufflHpnii °f the trust> the $250,000 will be 
cation  tly se&regated to permit its identifl- 
wiu seParate item, and the $250,000
T h e r e f^ n ^ i an entire ProPerty interest. 
Powpp ’ W has a rlght to income and a 
the en+°it aPPpintment such that one-half of 

Exnml  ̂ interest is a deductible interest, 
shareŝ »? 7  11116 donor transferred 100
W thp rtrT ^orP°ration stock to D, as trustee, 
income n A T 8 f pouse> is tcrreceive all of the 
general trust annually and is given a
Point L t  n fiv ,eXerCisable by wlU’ to ap- $25 000 t +T., 6 trust corpus the sum of 
mediate!v f „ Case the $25,000 is not, im- 
trust .ollowing establishment of the 
itfentiflcaHon tly segregated to permit its 
111 which tv. a*.,®8 a separate item of property 
terest Th? donee spouse has the entire in­
stitute tho re*°re> the $25,000 does not con- 
the Purpose inter®st in a property for
Action; * paragraphs (a) and (b) of this

(e) 'Application of local law. In de­
termining whether or not the conditions 
set forth in paragraph (a) (1) through 
(5) of this section are satisfied by the 
instrument of transfer, regard is to be 
had to the applicable provisions of -the 

-law of the jurisdiction under which the 
interest passes and, if the transfer is in 
trust, the applicable provisions of the law 
governing.. the administration of the 
trust. For example, silence of a trust 
instrument as to the frequency of pay­
ment will not be regarded as a failure to 
satisfy the condition set forth in para­
graph (a) (2) of this section that income 
must be payable to the donee spouse an­
nually or more frequently unless the ap­
plicable law permits payment to be made 
less frequently than annually. The 
principles outlined in this paragraph and 
paragraphs (f) and (g) of this section 
which are applied in determining wheth­
er transfers in trust meet such condi­
tions are equally applicable in ascertain­
ing whether, in the case of interests not 
in trust, the donee spouse has the equiva­
lent in rights over income and over the 
property.

(f) Right to income. (1) If an inter­
est is transferred in trust, the donee 
spouse is “entitled for life to all of the 
income from the entire interest or a 
specific portion of the entire interest," 
for the purpose of the condition set forth 
in paragraph (a) (1) of this section, if 
the effect of the trust is to give her sub­
stantially that degree of beneficial en­
joyment of the trust property during her 
life which the principles of the law of 
trusts accord to a person who is unqual­
ifiedly designated as the life beneficiary 
of a trust. 'Such degree of enjoyment is 
given only if it was the donor’s intention, 
as manifested by the terms of the trust 
instrument and the surrounding circum­
stances, that the trust should produce 
for the donee spouse during her life such 
an income, or th a t.th e  spouse should 
have such use of the trust property as 
is consistent with the value of the trust 
corpus and with its preservation. The 
designation of the spouse as sole income 
beneficiary for life of the entire interest 
or a specific portion of the entire interest 
will be sufficient to qualify the trust un­
less the terms *of the trust and the sur­
rounding circumstances considered as a 
whole evidence an intention to deprive 
the spouse of the requisite degree of en­
joyment. In determining whether a 
trust evidences that intention, the treat­
ment required or permitted with respect 
to individual items must be considered 
in relation to the entire system provided 
for the administration of the trust.

(2) If the over-all effect of a trust is 
to give to the donee spouse such en­
forceable rights as will preserve to her 
the requisite degree of enjoyment, it is 
immaterial whether that result is ef­
fected by rules specifically stated in the 
trust instrument, or, in their absence, by 
the rules for the management of the 
trust property and the allocation of re­
ceipts and expenditures supplied by the 
State law." For'example, a provision in 
the trust instrument for amortization of 
bond premium by appropriate periodic 
charges to interest will not disqualify the 
interest transferred in trust even though 
there is no State law specifically au-

thorizing amortization or "there is a 
State law denying amortization which is 
applicable only in the absence of such 
a provision in the trust instrument.

(3) In the case of a trust, the rules to 
be applied by the trustee in allocation of 
receipts and expenses between income 
and corpus must be considered in rela­
tion to the nature and expected pro­
ductivity of the assets transferred in 
trust, the nature and .frequency of oc­
currence of the expected receipts, and 
any provisions as to change in the form 
of investments. If it is evident from 
the nature of the trust assets and the 
rules provided for management of the 
trust that the allocation to income of 
such receipts as rents, ordinary cash 
dividends and interest will give to the 
spouse the substantial enjoyment dur­
ing life required by the statute, provi­
sions that such receipts as stock divi­
dends and proceeds from the conversion 
of trust assets shall be treated as corpus 
will not disqualify the interest trans­
ferred in trust. Similarly, provision for 
a depletion charge afainst incoipe in the 
case of trust assets which are subject to 
depletion will not disqualify the interest 
transferred in trust, unless the effect is 
to deprive the spouse of the requisite 
beneficial enjoyment. The same prin- 
ciple is applicable in the case of depre­
ciation, trustees’ commissions, and other 
charges.

(4) Provisions granting administrative
powers to the trustees will not have the 
effect of disqualifying an interest trans­
ferred in trust unless the grant of powers 
evidences the intention to deprive the 
donee spouse of the beneficial enjoy­
ment required by the statute. Such an 
intention will not be considered to exist 
if the entire terms of the instrument are 
such that the local courts* will impose 
reasonable limitations upon the exercise 
of the powers. Among the powers which 
if subject" to reasonable limitations will 
not disqualify the interest transferred 
in trust dre the power to determine the 
allocation or apportionment of receipts 
and disbursements between Income and 
corpus, the power to apply the income or 
corpus for the benefit of the spouse, and 
the power to retain the assets transferred 
to the trust. For example, a power to 
retain trust assets which consist sub** 
stantially of unproductive property will 
not disqualify the interest if the applica­
ble rules for administration of the trust 
require, or permit the spouse to require, 
that the trustee either make the property 
productive or convert it within a reason­
able time. Nor will such a power dis­
qualify the interest if the applicable rules 
for administration of the trust require 
the trustee to use the degree of judg­
ment and care in the exercise of the 
power which a prudent man would use 
if he were owner of the trust assets. 
Further, a power to retain a residence 
for the spouse or other property for the 
personal use of the spouse will not qualify 
the interest transferred in trust.

(5) An interest transferred in trust 
will not satisfy the condition set forth 
in paragraph (a) (1) of this section that 
the donee spouse be entitled to all the 
income if the,primary purpose of the 
trust is to safeguard property without 
providing the spouse with the required
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beneficial enjoyment. Such trusts in­
clude not only trusts which expressly 
provide for the accumulation of the in­
come but also trusts which indirectly 
accomplish a similar purpose. For ex­
ample, assume that the corpus of a-trust 
consists substantially of property which 
is not likely to be income producing dur­
ing the life of the donee .spouse and that 
the spouse cannot compel the trustee to 
convert or otherwise deal with the prop­
erty as described in subparagraph (4) of 
this paragraph. An interest transferred 
to such a trust will not qualify unless the 
applicable rules for the administration 
require, or permit the spouse to require, 
that the trustee provide the required 
beneficial enjoyment, such as by pay­
ments to the spouse out of other assets 
of the trust.

(6) If a trust may be terminated dur­
ing the life of the donee spouse, under 
her exercise of a power of appointment or 
by distribution of the corpus to her, the 
interest transferred in trust satisfies the 
condition set forth in paragraph (a) (1) r 
of this section (that the spouse be en­
titled to all the income) if she (i) is 
entitled to the income until the trust 
terminates, or (ii) has -the right, exer­
cisable in all events, to have the corpus 
distributed to her at any time -during 
her life.

(7) An interest transferred in. trust 
fails to satisfy the condition set forth in 
paragraph (a) (1) of this section, that 
the spouse be entitled to all the income, 
to the extent that the income is required 
to be accumulated in whole or in part 
or may be accumulated in the discretion 
of any person other than the donee 
spouse; to the extent that the consent of 
any person other than the donee spouse 
is required as a condition precedent to 
distribution of the income; or to the ex­
tent that any person other than the 
donee spouse has the power to alter the 
terms of the trust so as to deprive her of 
her right to the income. An interest 
transferred in trust will not fail to satisfy 
the condition that the spouse be entitled 
to all the income merely because its 
terms provide that the right of the donee 
spouse to the income shall not be subject 
to assignment, alienation, pledge, a t­
tachment er claims of creditors.

(8) In the case of an interest trans­
ferred in trust, the terms “entitled for 
life” and “payable annually or at more 
frequent intervals”, as used in the con­
ditions set forth in paragraph (a) (1) 
and (2) of this section, require that un­
der the terms of the trust the income re­
ferred to must be currently (at least 
annually; see paragraph (e) of this 
section) distributable to the spouse 
or that she must have such command 
over the income that it is virtually hers. 
Thus, the conditions in paragraph (a) 
(1) and (2) of this section are satisfied 
in this respect if, under the terms of the 
trust instrument, the donee spouse has 
the right exercisable annually (or more 
frequently) to require distribution to 
herself of the trust income, and other­
wise the trust income is to be accumu­
lated and added to corpus. Similarly, as 
respects the income for the period be­
tween the last distribution date and the 
date of the spouse’s death, it is sufficient

if that income is subject to the spouse’s 
power to appoint. Thus, if tlie trust in­
strument provides that income accrued 
or undistributed on the date of the 
spouse’s death is to be disposed of as if 
it had been received after her death, and 
if the spouse has a power of appointment 
over the trust corpus, the power neces­
sarily extends to the undistributed in­
come.

(g) Power of appointment in donee 
spouse. (1) The conditions set forth in 
paragraph (a) (3) and (4) of this sec­
tion, that is, that the donee spouse must 
have a power of appointment exercisable 
in favor of herself or her estate and ex­
ercisable alone and in all events, are not 
met unless the power of the donee spouse 
to appoint the entire interest or a spe­
cific portion of it falls within one of the 
following categories;

(1) A power so to appoint fully exer­
cisable in her own favor at any time dur­
ing her life (as, for example, an un­
limited power to invade); or

(ii) A power so to appoint exercisable 
in favor of her estate. Such a power, if 
exercisable during life, must be fully 
exercisable a t any time during life, or, 
if exercisable by will, must be fully exer­
cisable irrespective of the time of her 
death; or

(iii) A combination of the powers de­
scribed under subdivisions (i) and (ii) 
of this subparagraph. For example, the 
donee spouse may, until she attains the 
age of 50 years, have a power to appoint 
to herself and thereafter have a power to 
appoint to her estate. However, the 
condition that the spouse’s power must 
be exercisable in all events is not satis­
fied unless irrespective of when the donee 
spouse may die the entire interest or a 
specific portion of it will a t the time of 
her death be subject to one power or the 
other.

(2) The power of the donee spouse 
must be a power to appoint the entire 
interest or a specific portion of it as 
unqualified owner (and free of the trust 
if a trust is involved, or free of the joint 
tenancy if a joint tenancy is involved) 
or to appoint the entire interest or a 
specific portion of it as a part of hejr 
estate (and free of the trust if a trust 
is involved), that is, in effect, to dispose 
of it to whomsoever she pleases. Thus, 
if the donor transferred property to a son 
and the donee spouse as joint tenants 
with right of survivorship and under 
local law the donee spouse has a power 
of severance exercisable without consent 
of the other joint tenant, and by exer­
cising this power could acquire a one- 
half interest in the property as a tenant 
in common, her power of severance will 
satisfy the condition set forth in para­
graph (a) (3) of this section that she 
have a power of appointment in favor 
of herself or her estate. However, if the 
donee spouse entered into a binding 
agreement with the donor to exercise the 
power only in favor of their issue, that 
condition is not met. An interest trans­
ferred in trust will not be regarded as 
failing to satisfy the condition merely 
because takers in default of the donee 
spouse’s exercise of the power are desig­
nated by the donor. The donor may 
provide that, in default of exercise of the

power, the trust shall continue for an 
additional period.

(3) A power is not considered to be a 
piower exercisable-by a donee spouseT 
alone and in a ir  events as required by 
paragraph (a) (4) of this section if the 
exercise of the power in the donee spouse 
to appoint the entire interest Or a spe­
cific portion of it to herself or to her 
estate requires the joinder or consent of 
any other person. The power is not “ex­
ercisable in all events”, if it can be ter­
minated during the life of the donee 
spouse by any event other than her com­
plete exercise or release of it. Further, 
a power is not “exercisable in all events” 
if it may be exercised for a limited pur­
pose only. For example, a power which 
is not exercisable in the event of the 
spouse’s remarriage is not exercisable in 
all events. Likewise, if there are any 
restrictions, either by the terms of the 
instrument or under applicable local law, 
on the exercise ôf a power to consume 
property (whether or not held in trust) 
for the benefit of the spouse, the power 
is not exercisable in all events. Thus, if 
a power of invasion is exercisable only 
for the spouse’s support, or only for her 
limited use, the power is not exercisable 
in all events. In order for a power of in­
vasion to be exercisable in all events, the 
donee spouse must have the unrestricted 
power exercisable at any time during her 
life to use all or any part of the property 
subject to the power, and to dispose of 
it in any manner, including the power to 
dispose of it by gift (whether or not she 
has power to dispose of it by will).

(4) If the power is in existence at all 
times following the transfer of thé inter­
est, limitations of a formal nature will 
not disqualify the interest. Examples 
of formal limitations on a power exer­
cisable during life are requirements that 
an exercise must be in a particular form, 
that it must be filed with a trustee dur­
ing the spouse’s life, that reasonable 
notice must be given, or that reasonable 
intervals must elapse between successive 
partial exercises. Examples ,pf forma 
limitations on a power exercisable by w 
are that it must be exercised by a wm 
executed by the donee spouse after tne 
making of the gift or that exercise must 
be by specific reference to the power.

(5) If the doñee spouse has tne req­
uisite power to appoint to herself or 
estate, it is immaterial that she also h 
one or more lesser powers. Thus, ii 
has a testamentary power to appoint 
her estate, she may also have a limi 
power of withdrawal or of appoint 
during her life. Similarly, if she ras ¡an 
unlimited power of withdrawal, she may 
have a limited testamentary power. .h .r

(h) Existence of a power in anotner  ̂
Paragraph (a) (5) of this sectm P 
vides that a transfer descnbedmpara^ 
graph (a) is nondeductible to the ex 
that the donor created a P°wer in tne 
trustee or in any other person to i*pP 
a part of the interest to any person other 
than the donee spouse. However, 
powers in other persons which ar 
position to that of the donee spo
cause a portion of the interest to iau 
to satisfy the condition set forth m par  ̂

 ̂ graph (a) (5) of this section. „»-«ns 
power in a trustee to distribute corpus
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to or for the benefit of the donee spouse 
will not disqualify the trust. Similarly, 
a power to distribute, corpus to the spouse 
for the support of minor children will not 
disqualify the trust if she is legally obli­
gated to support such children. The 
application of this paragraph may be 
illustrated by the following examples:

Example ( 1 ) Assume that a donor created 
a trust, designating his spouse as income 
beneficiary for life with an unrestricted 
power in the spouse to appoint the corpus 
during her life. The donor further provided 
that in the event the donee spouse should 
die without having exercised the power, the 
trust should continue for the life of his son 
with a power in the son to appoint the cor­
pus. Since the power in the son could be- 

x come exercisable only after the death of the 
donee spouse, the interest-is not regarded 
as failing to satisfy the condition set forth 
in paragraph (a) (5) of t(his section.

Example (2). Assume that the donor 
crea ted  a  trust, designating his spouse as in-: 
come b e n e f ic ia ry  for life and as donee of a 
power to  appoint by will the entire corpus. 
The d o n o r  further provided that the trustee 
could d i s t r i b u t e  30 percent of the corpus to 
th e  d o n o r ’s  son when he reached the age of 
35 years. Since the trustee has a power to 
ap p o in t 30 percent of the entire interest for 
th e  b e n e fit o f  a person other than the donee 
spouse, o n ly  70 percent of the interest placed 
in t r u s t  satisfied the condition set forth in 
p a rag ra p h  ( a )  (5) of this section. If, in-this 
case, th e  d o n e e  spouse had a power, exercis­
able by  h e r  will, to appoint only one-half of 
th e  c o rp u s  as it was constituted at the time 
ol h e r d e a th ,  it should be noted that only 35 
percen t o f  the interest placed in the trust 
would s a t i s f y  the condition set forth in para­
graph  (a) (3) of this section.

§ 25.2523 (f) Statutory provisions: 
community property. >

Sec. 2523. Gift to spouse. * * •
(f) Community property. (1) A deduction 

otherwise allowable under this section shall 
oe allowed only to the extent that the trans- \  

arV,el shown to represent a gift of prop- 
h_Z Whlcb ls not> at the time of the gift, 
of l ^ ° ™ munit7 Property under the law 
United l i ai e’ Territory, or possession of the

. d "tates, or of any foreign country.
munu,f0i  purP°ses of paragraph (1), com- 
considLfJ0perty (excePt property which is 
reason &S community property solely by 
sidererf °a ^ ragrapl1 (3) ) shall not be con- 
th e  p„+- held as community property” if 
merelv inpV̂  °f such P^perty (and not 
am o u n t o l t h e  *  t r e a t e d  M  t h e

succee^ n^ T  the calandar year 1942 or in 
such  c S n n  t n d a r  y e ^ rs> property held as 
by reasonmiinity ProPerty (unless considered 
was K h p  L Paragraph <2> as n°t so held) 
v e rte< /bv and the donee spouse con-
ac tions in+Qe transaction or a series of trans- 
and  su;.h « l f epa5ate Property of the donor 
ow nersh ip  b̂ U+h (i3acludinS any form of co- 
so a c q u ired ^  bv̂  tb p1 «i the Separate Property 
acq u ired  at JL donor and any property
change th e r p f n y  b y  the donor in ex- 
ries of exchange \ ?ne exchange or a se- 
g raph  \ Ses) shall, for purposes of para-
m u n ity  p ro p e r ty ° ’̂ S ld e r e d  &S “ h e l d  85 c o m "

c°UrstonTenfht l ValUe (at the tlme of such 
quired bv th» / “  seParate property so ac- 
®uch timel of T?nor exceeded the value (at 
quired bv seParate property so ac-
aPPly onlv witv, t?0118®’ Paragraph (3) shall 
°f such separata respect to the1 same portion 
Portion whieh !  property of the donor as the 
°f such senarJt^ value (as of such time) 
such spouse ia t® Property so acquired by 
°f the separate value (as of such time) 
donor. P ate Property so acquired by the

§ 25.2523 (f)- l  Marital deduction in 
cases involving community property—  
(a) In general. The marital deduction 
is allowable with respect to qjiy transfer 
by a donor to his spouse only to the ex­
tent that the transfer can be shown to 
represent a gift of property which was 
not, at the time of the gift, held as “com­
munity property”, as defined in para­
graph (b) of this section. The burden of 
establishing the extent to which a trans­
fer represents a gift of property not so 
held rests upon the donor.

(b) Definition of “community prop­
erty.” "(1) For the purpose of paragraph 

- (a) of this section, the term “community  
property” is considered to include—

(i) Any property held by the donor 
and his spouse as community property 
under the law of any State, Territory, 
or possession of the United States, or 
of any foreign country, except prop­
erty in which the donee spouse had at 
the time of the gift merely an expectant 
interest. The donee spouse is regarded 
as having, at any particular time, merely 
an expectant interest in property held at 
that time by the donor / and herself 
as community property under the law of 
any State, Territory, or possession of the 
United States, or of any foreign country, 
if, in case such property were transferred 
by gift into the separate property of the 
donee spouse, the entire-value of such 
property (and not merely one-half of i t ) , 
would be treated as the amount of the 
gift.

(ii) Separate property acquired by the 
donor as a result of a “conversion”, after 
December 31, 1941, of property held by 
him and the donee spouse as community 
property under the law of any State, 
Territory, or possession of the United 
States, or of any foreign country (ex­
cept such property in which the donee 
spouse had a t the time of the “conver­
sion” merely an expectant interest), into 
their separate property, subject to the 
limitation witji respect to value con­
tained in subparagraph (5) of this para­
graph.

(iii) Property acquired by the donor in 
exchange (by one exchange or a series of 
exchanges) for separate property result­
ing from such “conversion.” ,

(2) The characteristics of property 
which acquired a noncommunity instead 
of a community status by reason of an 
agreement (whether antenuptial or post­
nuptial) are such that section 2523 tf) 
classifies the property as community 
property of the donor and his spouse in 
the computation of the marital deduc­
tion. In distinguishing property which 
thus acquired a noncommunity status 
from property which acquired such a 
status solely by operation of the com­
munity property law, section 2523 (f) re­
fers to the former category of property as '  
‘ separate property” acquired as a result 
of a “conversion” of “property held as 
such community property.” As used in 
section 2523 (f) the phrase “property 
held as such community property” is used 
to denote the body of property compre­
hended within the community property 
system; the expression “separate prop­
erty” includes any noncommunity prop­
erty, whether held in joint tenancy, 
tenancy by the entirety, tenancy in com­

mon, or otherwise; and the term “con­
version” includes any transaction or 
agreement which transforms property 
from a community status into a non­
community status.

(3) The separate property which sec­
tion 2523 (f) classifies as community 
property is not limited to that which was 
in Existence at the time of the conversion. 
The following are illustrative of the scope 
of-section 2523 ( f ) :

(i) A partition of Community property 
between husband and wife, whereby a 
portion of the property became the sepa­
rate property of each, is a conversion of 
community property.

(ii) A transfer of community property 
into some other form of coownership, 
such as a joint tenancy, is a conversion 
of the property.

(iii) An agreement (whether made be­
fore or after marriage) that future earn­
ings and gains which would otherwise be 
community property shall be shared by 
the spouses as separate property effects 
a conversion of such earnings and gains.

(iv) A change in the form of owner­
ship of property which causes future 
rentals, which would otherwise have been 
acquired as community property, to be 
acquired as separate property effects a 
conversion of the rentals.

(4) The rules of section 2523 (f) are 
applicable, however, only if the conver­
sion took place after December 31, 1941, 
and only to the extent stated in this 
section.

(5) If the value of the separate prop­
erty acquired by the donor as a result 
of a conversion did not exceed the value 
of the separate property thus acquired 
by the donee spouse, the entire separate 
property thus acquired by the donor is 
to be considered, for the purposes of this 
section, as held by him and, the donee 
spouse as community property. If the 
value (at the time of conversion) of the 
separate property so acquired by the 
donor exceeded the value (at that time) 
of the separate property so acquired by 
the donee spouse, only a part of the 
separate property so acquired by the 
donor (and only the same fractional part 
of property acquired by him in ex­
change for such separate property) is to 
be considered, for purposes of this sec­
tion, as held by him and the donee spouse 
as community property. The part of 
such separate property’•(or property ac­
quired in exchange for it) which is con­
sidered as so held is the same proportion 
of it which the value (at the time of the 
conversion) of the separate property so 
acquired by the donee spouse is of the 
value (at that time) of the separate 
property so acquired by the donor. The 
following example illustrates the appli­
cation of the provisions of this para­

graph:
Example. During 1942 the donor and his 

spouse partitioned certain real property held 
by them under community property laws. 
The real property then had a value of $224,- 
000. A portion of the property, then having 
a value of 4> 160,000, was converted into the 
donor’s separate property, and the remaining 
portion, then having a value of $64,000, was 
converted into his spouse’s separate property.
In 1955' the donor made a gift to his spouse 
of the property acquired by him as a result 
of the partition, which property then had 
a value of $200,000. The portion of the prop-
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erty transferred by gift which is considered 
as community property is
$64,000 (value of property acquired by donee 

spouse)
$160,000 (value of property acquired by donor 

spouse)
X $200,000=$80,000. The marital deduction 
with respect to the gift is, therefore, limited 
to one-half of $120,000 (the difference be­
tween $200,000, the value of the gift, and 
$80,000, the portion of the gift considered to 
have been of “community property”). The 
marital deduction with respect to the gift is, 
therefore, $60,000.

§ 25.2524 Statutory provisions; extent 
of deductions.

S ec . 2524. Extent of deductions. The de­
ductions provided in sections 2522 and 2523 
shall be allowed only to the extent, that the 
gifts therein specified are included in the 
amount of gifts against which such deduc­
tions are applied.

§ 25.2524-1 E x t e n t  of deductions. 
Under the provisions of section 2524, the 
charitable deduction provided for in sec­
tion 2522 and the marital deduction pro­
vided for in section 2523 are allowable 
only to the extent that the gifts with 
respect to which those deductions are 
authorized are included in the “total 
amount of gifts” made during the calen­
dar year, computed as provided in sec­
tion 2503 and § 25.2503t-1 (i. e., the total 
gifts less exclusions). The followinê ex­
ample illustrates the application of the 
provisions of this section:

Example. The only gifts made by a donor 
to his spouse during the calendar year were 
a gift of $3,000 in May and a gift of $2,000 
in August. The first $3,000 of such gifts is 
excluded under the provisions of section 2503 
in determining the “total amount of gifts” 
made during the calendar year. The marital 
deduction of $2,500 (one-half of $3,000 plus 
one-half of $2,000) otherwise allowable is 
limited by section 2524 to $2,000.

PROCEDURE AND ADMINISTRATION
§ 25.6001 Statutory provisions; notice 

or regulations requiring records, state­
ments and special returns.

Sec. 6001. Notice or regulations requiring 
records, statements, and special returns. 
Every person liable for any tax imposed by 
this title, or for the collection thereof, shall 
keep such records, render such statements, 
make such returns, and comply with such 
rules and regulations as the Secretary or his 
delegate may from time to time prescribe. 
Whenever in the Judgment of the Secretary 
or his delegate it is necessary, he may require 
any person, by notice served upon such 
person or by regulations, to make such re­
turns, render such statements, of keep such 
records, as the Secretary or his delegate 
deems sufficient to show whether or not 
such person is liable for tax under this 
title.

§ 25.6001-1 Records required to be 
kept—(a) In general. Every person sub­
ject to taxation under chapter 12 of thu  
Internal Revenue Code of 1954 shall for 
the purpose of determining the total 
amount of his gifts, keep such permanent 
books of account or records as are neces­
sary to establish tfye amount of his total 
gifts (limited as provided by section 
2503 (b)), together with the deductions 
allowable in determining the amount of 
his taxable gifts, and the other informa­
tion required to be shown in a gift tax 
return. All documents and vouchers

used in preparing the gift tax return (see 
§ 25.6019-1) shall be retained by the 
donor so as to be available for inspection' 
whenever required.

(b) Supplemental data. In order that 
the district director may determine the 
correct tax4;he donor shall furnish such 
supplemental data as may be deemed 
necessary by the district director. I t is, 
therefore, the duty of the donor to fur­
nish, upon request, copies of all docu­
ments relating to his gift or gifts, ap­
praisal lists of any items included in the 
total amount of gifts, copies of balance 
sheets or other financial statements ob­
tainable by him relating to the value of 
stock constituting the gift, and any other 
•information obtainable by him that may 
be necessary in the determination of the 
tax.' See section 2512 and the regula­
tions issued thereunder. For every 
policy of life insurance listed on the re­
turn, the donor must procure a state­
ment from the insurance company on 
Form 938 and file it with the district 
director who receives the return. If 
specifically requested by the district di­
rector, the insurance company shall file 
this statement direct with the district 
director.

|  25.6011 Statutory provisions; gener­
al requirement of return, statement, or 
list.

S ec . 6011. General requirement of return, 
statement, <yr list■—(a) General rule. When 
required by regulations prescribed by the 
Secretary or his delegate any person made 
liable for any tax imposed by this title, or for 
the collection thereof, shall make a return or 
statement according to the forms and regu­
lations prescribed by the Secretary or his 
delegate. Every person required to make a 
return or statement shall include therein 
the information required by such forms or 
regulations...

* * * * *
(c) Income, estate, and gift taxes. For re­

quirement that returns of income, estate, and 
gift taxes be made whether or not there is 
tax liability, see sections 6012 to 6019, in­
clusive.

§ 25.6011-1 General requirement of 
return, statement, or list—(a) -General 
rule. Every person made liable for any 
tax imposed by chapter 12 of the Code 
shall make such returns or statements 
as are required by the regulations in this 

-part. The return or statement shall in­
clude therein the information required 
by the applicable regulations or forms.

(b) Use of prescribed forms. Copies 
of the forms prescribed by paragraph (b) 
of § 25.6001-1 and § 25.6019-1 may be 
obtained from district directors. The 
fact that a person required to file a form 
has not been furnished with copies of a 
form will not excuse 'him  from the 
making of a gift tax return, or from the 
furnishing of the evidence for which the 
forms are to be used. Application for a 
form should be made to the district di­
rector in ample time toenable the person 
whpse duty it is to file the form to have 
the form prepared, verified, and filed 
with the district director on or before 
the date prescribed for the filing thereof.

§ 25.6019 Statutory provisions; gift 
tax returns.

Sec. 6019. Gift tax returns—(a) In gen­
eral. Any individual who in any calendar

year makes any transfers by gift (except those 
which under section 2503 (b) are not to be 
included in the total amount of gifts for  such 
year) shall make a return with respect to 
the gift tax imposed by subtitle B.

(b) Tenancy J>y the entirety. F or pro­
visions relating to requirement of return  
in the case of election as to the treatm ent  
of gift by creation of tenancy by th e  en­
tirety, see section 2515 (c ).

§ 25.6019-1 Persons required to file 
returns—-(a) In general. Any individual 
citizen or resident of the United States 
who within the calendar year 1855, or 
within any calendar year thereafter, 
makes a transfer or transfers by gift to 
any one donee of a value or total value in 
excess of $3,000 (or regardless of value 
in the case of a gift of a future interest 
in property) must file a gift tax return 
on Form 709 for that year. A nonresi­
dent not a citizen of the. United States 
who made such a gift must also file a 
return on Form 709 if under § 25.2511-3 
the transfer is subject to the gift tax. 
The return is required even though be­
cause of the deductions authorized by 
sections 2521 (specific exemption), 2522 
(charitable, etc., deduction), and 2523 
(marital deduction) no tax may be pay­
able. Individuals only are required to 
file returns and not trusts, estates, part­
nerships or corporations. Duplicate 
copJigs of the return are not required to 
be filed. See §§ 25.6075-1 and 25-.6091-1 
for the time and place for filing the gift 
tax return. For delinquency penalty for 
failure to file return, see section 6651 and 
§ 301.6651-1 of this chapter (Regulations 
on Procedure and Administration). For 
criminal penalties for failure to file a 
return and filing a false or fraudulent 
return, see sections 7203, 7206, and 7207.

(b) Deceased donor. If the donor dies 
before filing his return, the executor of 
his will or the administrator of his es­
tate shall file the return. If the donor 
becomes legally incompetent before filing 
his return, his guardian or committee 
shall file the return.

(c) Ratification of return. The re­
turn shall not be made by an agent un­
less by reason of illness, absence, or non­
residence, the person liable for the return 
is unable to make it within the time pre­
scribed. Mere convenience is not suf­
ficient reason for authorizing an agent 
to make the return. If by reason of ill­
ness, absence or nonresidence, a
is made by an agent, the return must'be 
ratified by the donor or other person 
liable for its filing within a reasonable 
time after such person becomes able to 
do so. If the return filed by the agent is 
not so ratified, it will not be considered 
the returii required by the statute. Sup­
plemental data may be submitted at tne 
time .of ratification. The ratification 
may be in the form of a statement, exe­
cuted under the penalties of perjury an 
filed with the district director, showing 
specifically that the return made by tpe 
agent has been carefully examined a 
that the person signing ratifies the re­
turn as the donor’s. If a return is sign 
by an agent, a statement fully explain s 
the inability of the donor must acco 
pany the return.

§ 25.6019-2 Returns required in case 
of consent under section 2513. Exc P 
as otherwise provided in this section,
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provisions of § 25.6019-1 are applicable 
with respect to the filing of a gift tax 
return or returns in the case of a husband 
and wife who consent (see § 25.2513-1) to 
the application of section 2513. In such 
a case, if both of the consenting spouses 
are (without regard to the provisions of 
section 2513) required under the provi­
sions of § 25.6019-1 to file returns, returns 
must be filed by both spouses. If only one 
of the consenting spouses is (without re­
gard to the provisions of section 2513) 
required under § 25.6019-1 to file a re­
turn, a return must be filed by that 
spouse. In the latter case, if after giv­
ing effect to the provisions of section 2513 
the other spouse is considered to have 
made any gift (régardless of value) of a 
future interest in property or any gift 
or gifts to any one third-party donee ex­
ceeding $3,000 in value, then a return 
must also.be filed by such other spouse. 
Thus, if during any calendar year the 
husband made a gift of $5,000 to a son 
(the gift not being a future interest in 
property) and the wife made no gifts, 
only the husband is required to file a 
returh for such year. However, if the 
wife had made a gift of $2,000 to the same 
son, or if the gift made by the husband 
had amounted to $7,000, each spouse 
would be required to file a return if the 
consent is signified as provided in sec­
tion 2513.

§25.6019-3 Contents of return—(a) 
m  The return shall set forth:
(i) Each gift made during the calendar 
year which under sections 2511 through 
fui 13 to ^  deluded in computing tax- 

Si*}®; (2) the deductions claimed 
ana allowable under sections 2521 

rough 2524; and (3) the taxable gifts 
made for each of the preceding calendar 
years (see § 25.2504-1). m  addition the 

s^sll set forth the fair market 
°i all gifts not made in money, in- 

phQr!11̂  resulting from sales and ex- 
fi?u °i proPerty made for less than 

and adequate consideration in money 
of !?oney’s worth, giving, as of the date 
marto+Sale, or exchange, both the fair 
expho» Vf lue of the property sold or 
the anid the fair niarket value ofne consideration received by the donor.
m Z r ° r contends that his retained 
E n X er, Property renders the gift 
n o t S i V f 6 § 25.2511-2) and hence 
year tax as of the calendar
action transfer, the trans-
for theS?Uli  be disclosed in the return 
fer s,L aleniiar year of the initial trans­
facts w f Vi dence showing all relevant 
of tranQf1Udxng a copy of the instrument 
return fThPSball be submitted with the 
return instructions printed on the 
certifiel nr d l  Carefully followed. A 
ment ro«r .vei?fied copy of each docu- 
Printed o n ' t n < . by the instructions 
with the r ii16 return form shall be filed 
ments thp6̂ 11' Any additional docu- 
may b e i h S r^may desire to submit 

(b) ni<wini^:ed Wlth the return.
of t e s t e r s  coming 

tion 25lTnrn °^S °f  section 2516. Sec- 
Of properfv i ldes that certain transfers 
erty spffi y Pursuant to written prop- 
Wte .between husband a id
ana adenuaf?^ transf«'s for full
^oney-s^olth ^ i eration in money orwortn if divorce occurs within
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two years. In any case where a husband 
and wife enter into a written agreement 
of the type contemplated by section 
2516, and the final decree of divorce is 
not granted on or before the due date for 
the filing of a gift tax return for the 
calendar year in which the agreement 
became effective (see § 25.6075-1). the 
transfer shall be disclosed by the trans­
feror upon a gift tax return filed for the 
calendar year in which the agreement 
became effective and a copy of the agree­
ment shall be attached to the return. In 
addition, a certified copy of the final 
divorce decree shall be furnished the 
district director not later than 60 days 
after the divorce is granted. Pending 
receipt of evidence that the final decree 
of divorce has been granted (but in no 
event for a period ofmore than two years 
from the effective date of the agree­
ment), the transfer will tentatively be 
treated as made for a full and adequate 
consideration in money or money’s 
worth.

§ 25.6019-4 Description of property 
listed on return: The properties com­
prising the gifts made during the calen­
dar year shall be listed on the return and 
shall be described in such a manner that 
they may be readily identified. Thus, 
there should be given for each parcel of 
real estate a legal description, its area, 
a short statement of the character of 
any improvements, and, if located in a 
city, the name of the street and number. 
Description of bonds shall include the 
number transferred, principal amount, 
name of obligor, date of maturity, rate of 
interest, date or dates on which interest 
is payable, series number where there is 
more than one issue, and the principal 
exchange upon which listed, or the prin­
cipal business office of the obligor, if un­
listed. Description of stocks shall in­
clude number of shares, whether com­
mon or preferred, and, if preferred, what 
issue thereof, par value, quotation at 
which returned, exact name of corpora­
tion, and, if the stock is unlisted, the lo­
cation of the principal business office, 
the State in which incorporated and the 
date of incorporation, or if the stock is 
listed, the principal exchange upon 
which sold. Description of notes shall 
include name of maker, date on which 
given, date of maturity, amount of prin­
cipal, amount of'principal unpaid, rate 
of interest and whether simple or com­
pound, and date to which interest has 
been paid. If the gift of property in­
cludes accrued income thereon to the 
date of the gift, the amount of such ac­
crued income shall be separately set 
forth. Description of the seller’s interest 
in land contracts transferred shall in­
clude name of buyer, date of contract, 
description of property, sale price, initial 
payment, amounts of installment pay­
ments, unpaid balance of principal, in­
terest rate and date prior to gift to which 
interest has been paid. Description of 
life insurance policies shall show the 
name of the insurer and the number of 
the policy. In describing an annuity, 
the name and address of the issuing 
company shall be given, or, if payable 
out of a trust or other fund, such a de­
scription as will fully identify the trust 
or fund. If the annuity is payable for a
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term of years, the duration of the term 
and the date on which it began shall be 
given, and if payable for the life of any 
person, the date of birth of that person 
shall be stated. Judgments shall be de­
scribed by giving the title of the cause 
and the name of the court in which ren­
dered, date of judgment, name and ad­
dress of judgment debtor, amount of 
judgment, rate of interest to which sub­
ject, and by stating whether any pay­
ments have been made thereon, and, if 
so, when and in what amounts.

§ 25.6075 Statutory provisions; time 
for filing gift tax returns.

S ec . 6075. Time for filing esta te and g ift 
tax returns.

*  *  *  •  •

(b) G ift tax returns. Returns made under 
section 6019 (relating to gift taxes) shall be 
filed on or before the 15th day of April 
following the close of the calendar year.

§ 25.6075-1 Returns; time for filing 
gift tax returns. The gift tax return re­
quired by section 6019 must be filed on 
or before the due date. The due date is 
the date on or before which the return 
is required to be filed in accordance with 
the provisions of section 6075 (b) or the 
last day of the period covered by an ex­
tension of time granted by the district 
director as provided in § 25.6081-1. Un­
less an extension of time has been 
granted, the due date is the 15th day 
of April following the close of the calen­
dar year in which gifts were made. 
When the due date falls on Saturday, 
Sunday, or a legal holiday, the due date 
for filing the return is the next succeed­
ing day which is not Saturday, Sunday, 
or a legal holiday. For definition of a 
legal holiday, see section 7503 and 
§ 301.7503-1 of this chapter (Regula­
tions on Procedure and Administration). 
As to additions to the tax for failure to 
file the return within the prescribed 
time, see section 6651 and § 301.6651-1 
of this chapter (Regulations on Proce­
dure and Administration).

§ 25.6081 Statutory provisions; exten­
sion of time for filing returns.

S ec . 6081. Extension of tim e for filing re­
turns—(a) General rule. The Secretary or 
his delegate may grant a reasonable extension 

•of time for filing any return, declaration, 
statement, or other document required by 
this title or by regulations. Except fn the 
case of taxpayers who are abroad, no such 
extension shall be for more than 6 months.

* * * * *
(c) Postponem ent "by reason of war. For 

time for performing certain acts postponed 
by reason of war, see section 7508.

§ 25.6081-1 Extension of time for fil­
ing returns. I t is important that the 
donor file or before the due date a re­
turn as nearly complete and final as it is 
possible for him to prepare. However, 
the district director is authorized to 
grant a reasonable extension of time for 
filing returns. Applications for exten­
sions of time for filing gift tax returns 
shall be addressed to the district direc­
tor for the district in which the donor 
files his returns and must contain a full 
recital of the causes for delay. Except 
in the case of donors who are abroad, 
no extension for filing gift tax returns 
may be granted for more than 6 months. 
An extension of time for filing a return



RULES AND REGULATIONS8936

does not operate to extend the time for 
payment of the tax or any part thereof, 
unless so Specified in the extension. For 
extensions of time for payment of tax, 
see § 25.6161-1. No extension of time for 
filing a return may be granted unless the 
application is received by the district 
director before the expiration of the 
time within which the return must other­
wise be filed. The application should, 
when possible, be made sufficiently early 
to permit the district director to consider 
the matter and reply before what other­
wise would be the due date of the return.

§ 25.6091 Statutory provisions; place 
for filing returns or other documents.

Sec. 6091. Place for filing returns or other 
documents—(a) General rule. When not 
otherwise provided for by this title, the 
Secretary or his delégate shall by regulations 
prescribe the place for the filing of any 
return, declaration, statement, or other 
document, or copies thereof, required by this 
title or by regulations.

(b) Tax returns. In the case cf returns 
of tax required under authority of part II 
of'this subchapter—

(1) Individuals. Returns (other than cor­
poration returns) shall be'made to the Sec­
retary or his delegate in thfe internal revenue 
district in which is located the legal resi­
dence or principal place of business of the 
person making the return, or, if he has no 
legal residence or principal place of business 
in any internal revenue district, then at such 
place as the Secretary or his delegate may by 
regulations prescribe.

• *  •  *  *

§ 25.6091-1 Place for filing returns 
■ and other documents, j If the donor is a 
resident of the United States, the gift tax 
return required by section 6019 shall be 
filed with the district director for the 
district in which the legal residence or 
principal place of business of the donor 
is located. If the donor is a nonresident 
(whether or not á citizen), and his 
principal place of business is located in 
an internal revenue district, the gift tax 
return shall be filed with the district 
director for the internal revenue district 
in which the donor’s principal place of 
business is located. If the donor is a 
nonresident (whether or not a citizen), 
and he does not hare a principal place of 
business which is located in an internal 
revenue district, the gift tax return shall 
be filed with the Director of International 
Operations, Internal Revenue Service, 
Washington 25, D. C., or with such other 
official as the Commissioner may desig­
nate.

§ 25.6151 Statutory provisions; time 
and place for paying tax shown on 
returns.

Sec. 6151. Time and place for paying tax 
shown on the returns—(a) General rule. 
Except as otherwise provided in this section, 
when a return of tax is required under this 
title or regulations, the person required to 
make such return shall, without assessment 
or notice and demand from the Secretary or 
his delegate, pay such tax to the principal 
internal revenue officer for the Internal reve­
nue district in which the return is required 
to be filed, and shall pay such tax at the time 
and place fixed for filing the return (deter­
mined without regard to any extension of 
time for filing the return).

* * * • •
(c) Date fixed for payment of tax. In any 

case in which a tax is required to be paid 
on or before a certain date, or within a cer-

tain period, any reference in this title to the 
date fixed for payment of such tax shall be 
deemed a reference to the last day fixed for 
such payment (determined without regard 
to any extension of time for paying the tax).

§ 25.6151-1 Time and place for paying 
tax shown on return. The tax shown on 
the gift tax return is to be paid by the 
donor at the time and place fixed for 
filing the return (determined without re­
gard to any extension of time for filing • 
the return), unless the time for paying 
the tax is extended in accordance with 
the provisions of section 6161. However, 
for provisions relating to certain cases 
in which the time for paying the gift tax 
is postponed by reason of an individual 
serving in, or in support of, the Armed 
,Forces of the United States in a combat 
zone, see section 7508. For provisions 
relating to the time and place for filing 
the return, see §§ 25.6075-1 and 
25.6091-1.

§ 25.6161 Statutory provisions; ex­
tension of time for paying tax.

Sec. 6161. Extension of time for paying 
tax—(a) Amount determined by taxpayer on 
return—(1) General rule. The Secretary or 
his delegate, except aé otherwise provided 
in this title,' may extend the time for pay­
ment of the amount of the tax shown, or 
required to. be shown, on any return or 
declaration required under authority of this 
title (or any installment thereof), for a rea­
sonable period not to exceed 6 months from 
the date fixed for payment thereof. Such 
extension may exceed 6 months in the case 
of a taxpayer who is abroad.

* * * * *
, (b) Amount determined as deficiency. 

Under régulations prescribed by the Secre­
tary or his delegate, the Secretary or his 
delegate may extend, to the extent provided 
below, the time for payment of the amount 
determined as a deficiency:

(1) In the case of a tax imposed by chap­
ter 1 or 12, for a period not to exceed 18 
months from the date fixed for payment of 
the deficiency, and, in exceptional- cases, for 
a further period not to exceed 12 months;

* * * * *
An extension under this subsection may be 
granted only where it-is shown to the satis­
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment thereof will result in 
undue hardship to the taxpayer in the case 
of a tax imposed by chapter 1, to the estate 
in the case of a tax imposed by chapter 11, 
or to the donor in the case of a tax imposed 
by „chapter 12. No extension shall be granted 
if the deficiency is due to negligence, to 
intentional disregard of rules and regula­
tions, or to fraud with intent to evâ de tax. 

* * * * *
§ 25.6161-1 Extension of time for 

paying tax or deficiency—(a) In gen­
eral—(1) Tax shown on return. A. rea­
sonable extension of time to pay the 
amount of tax shown on the return may 
be granted by the district director at 
the request of the donor. The period of 
such extension shall not be in excess of 
six months from the date fixed for the 
payment of the tax, except that if the 
taxpayer is abroad the period of exten­
sion may be in excess of six months.

(2) Deficiency. The time for payment 
of any amount determined as a defi­
ciency, in respect of tax imposed by chap­
ter 12 of the Code, or for payment of any 
part thereof may be extended by the 
district director at the request of the

donor for a period not to exceed 18 
months from the date fixed for the pay- j 
ment of the deficiency, as shown on the i 
notice and demand from the district 
director, and, in exceptional cases, for a 
further period not in excess of 12 months. | 
No extension of time for the payment of 
a deficiency shall be granted if the de­
ficiency is due to negligence, to inten­
tional disregard of rules and regulations, 
"or to fraud with intent to evade tax.

(3) Extension of time for filing dis­
tinguished. The granting of an exten­
sion of time for filing a return does not 
operate to extend the time for the pay­
ment of the tax or any^part thereof, un­
less so specified in the extension.

(b) Undue hardship required for ex­
tension. An extension of the time for 
payment shall be granted only upon a 
satisfactory showing that payment on 
the due date of the amount with respect 
to which the extension is desired will re­
sult in an undue hardship. The exten­
sion will not be granted upon a general 
statement of hardship. The term “un­
due hardship” means more than an 
inconvenience to the taxpayer. It must 
appear that substantial financial loss, 
for example, loss due to the sale of prop­
erty at a sacrifice price, will result to the 
donut from making payment on the due 
date of the amount with respect to which 
the extension is desired. If a market 
exists, the sale of the property at the 
current market price is not ordinarily 
considered as resulting in an undue 
hardship.

(c) Application for extension. An ap­
plication for an extension of the time 
for payment of the tax shown on the 
return, or for the payment of any amount 
determined as a deficiency, shall be in 
writing and shall be accompanied by 
evidence showing the undue hardship 
that would result to the donor if the ex­
tension were refused. The application 
shall also be accompanied by a statement 
of the assets and liabilities of the donor 
and an itemized statement showing aU 
receipts and disbursements for each of 
the three months immediately preceding 
the due date of the amount to which the 
application relates. The application, 
with supporting documents, must be filed 
with the district director on or before 
the date prescribed for payment of the 
amount with respect to which the ^ten­
sion is desired. The application will be 
examined by the district director, and 
within 30 days, if possible, will be denied, 
granted, or tentatively granted subject 
to certain conditions of which the donor 
will be notified. If an additional exten­
sion is desired, the request therefor must 
be made-to the district director on or 
before the expiration of the period for 
which the prior extension is granted.

(d) Payment pursuant to extension. 
If an extension of time for payment is 
granted, the amount the time for pay­
ment of which is so extended shall be 
paid on or before the expiration of the 
period of the extension without t e 
necessity of notice and demand from 

-district director. The granting of an ex­
tension of the time for payment o 
tax or deficiency does not relieve 
donor from liability for the poyvae 
interest thereon during the perio o
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extension. See section 6601 and § 301.- 
6601-1 of this chapter (Regulations on 
Procedure and Administration).

§ 25.6165 Statutory provisions; bonds 
where time to pay tax or deficiency has 
been extended.

Sec. 6165. Bonds where time to pay tax 
or deficiency has been extended. In the 
event tlje Secretary or his delegate grants any 
extension of time within which to pay any 
tax or any deficiency therein, the Secretary 
or his delegate may require the taxpayer to 
furnish a bond in such amount (not exceed­
ing double the amount with respect to which 
the extension is granted) conditioned upon 
the payment of the amount extended in ac­
cordance with the terms of such extension.

§ 25.6165—1 Bonds where time to pay 
tax or deficiency has been extended. 
For general provisions relating to bonds 
when extensions of time to pay the gift 
tax are granted, see the regulations 
under sections 6165 and 7101 contained 
in Part 301 of this chapter (Regulations 
on Procedure and Administration).

§ 25.6321 Statutory provisions; lien 
for taxes. :

Sec. 6321. Lien for taxes. If any person 
liable to pay any tax neglects or refuses to 
pay the same after demand, the amount 
(including any interest, additional amount, 
addition to tax, or assessable penalty, to­
gether with any costs that may accrue in 
addition thereto) shall be a lien in favor of 
the United States upon all property and 
rights to property, whether real or personal, 
belonging to such person.

§ 25.6321-1 Lien for taxes. For regu­
lations concerning the lien for taxes, see 
§ 301.6321-1 of this chapter (Regulations 
on Procedure and Administration).

§ 25.6322 Statutory provisions; period 
of lien.

Sec. 6322. Period of lien. U n less another  
«ate is spécificaily fixed by law, th e  lien  im ­
posed by section 6321 shaU arise a t th e  tim e  
tne assessment is m ade and sh all con tin u e  
until the liability for th e  am oun t sct assessed  
.  satisfied o r  becom es unenforceable by 
reason of lapse o f tim e.

§ 25.6323 Statutory provisions; valid- 
ty  against mortgagees, pledgees, pur­
chasers, and judgment creditors.
n iflC' ®323, V alidity against mortgagees, 
itnr êe,s’ “Purchasers, and judgm en t cred- 

Invalidity of lien w ith ou t notice. 
ic w l  88 otherwise provided in  su bsection  
not h Uen imP°sed by section  6321 sh a ll 
DiPHcof valid as Against any m ortgagee, 
til rwV Purcbaser> or ju d gm en t creditor u n -  
t a r ^ 1̂  thereof has  been filed by th e  Secre­
tary or his delegate—
nfflni Crider State or Territorial laws. In  th e  
TerrH^esi?nated by th e  law  of th e  S tate  or 
the i i^ 7 f in  ,wh ich  th e  property su bject to  
Terriw  “L situated, w henever th é  S tate  or 
Within Z  by law  designated  an office
such noW cefo?6 01 Territory for th e  fillng of
office J T -*  clerk ° f  d istric t court. In  th e  
trict clerk of th e  U n ited  S tates d is-
the * f° r tb e  jud ic ia l d istr ict in  w hich  
whenever ^ h je c t  to  th e  lien  is situated , 
law desipna+eHS tate  or Terrltory has n o t  by 
Territorv8? 8 ! d a*  offlce w ith in  th e  S ta te  or

(31 With1 ĥe fllin g of su ch  notice; or 
trict o tcn u .0! ^  of D istri° t  Court for Dis- 
of the In  tb e  offlce o f th e  clerk
District S tates D istrict Court for th e
to the lien ^olumfeia, if  th e  property su b ject  
Columbia 19 situ a ted  in  th e  D istr ict o f

No. 224------ r

(b) Form of notice. If the notice filed 
pursuant to subsection (a) (1) is in such 
form as would be valid if filed with the clerk 
of the United States district court pursuant 
to subsection (a) (2), such notice shall be 
valid notwithstanding any law of the State 
or Territory regarding the form or content 
of a notice of lien.

(c) Exception in case of securities—(1) 
Exception. Even though notice pf a lien pro­
vided in section 6321 has been filed in the 
manner prescribed in subsection (a) of this 
section, the lien shall not be valid with re­
spect to a security, as defined in paragraph 
(2) of this subsection, as against any 
mortgagee, pledgee, or purchaser of such se­
curity, for an adequate and full considera­
tion in money or money’s worth, if at the 
time of such mortgage, pledge, or purchase 
such mortgagee, pledgee, or purchaser is 
without notice or knowledge of the existence 
of such lien.

(2) Definition of security. As used in this 
subsection, the term “security” means any 
bond, debenture, note, or certificate or other 
evidence of indebtedness, issued by any cor­
poration (including one issued by a govern­
ment or political subdivision thereof),. with 
Interest coupons or in registered form, share 
of stock, voting trust certificate, or any cer­
tificate of interest or participation in, cer­
tificate of deposit or receipt for, temporary 
or interim certificate for, or warrant or right 
to subscribe to or purchase, any of the fore­
going; negotiable instrument; or money.

(d) Disclosure of amount of outstanding 
lien. If a notice of lien has been filed under 
subsection (a) , the Secretary or his delegate 
is authorized to provide by rules or regula­
tions the extent to which, and the conditions 
under which, information as to the amount 
of the outstanding obligation secured by the 
lien may be disclosed.

§ 25.6323-1 Validity against mortga­
gees, pledgees, purchasers, and judgment 
creditors. For regulations concerning 
the validity of liens against mortgagees, 
pledgees, purchasers, and judgment 
creditors, see § 301.6323-1 of this chap­
ter (Regulations on Procedure and Ad­
ministration) .

§ 25.6324 Statutory provisions; spe­
cial liens for estate and gift taxes.

S e c . 6324. Special liens for estate and gift 
taxes—

*  *  •  *  *

(b) Lien for gift tax. Except as otherwise 
provided in subsection (c) (relating to trans­
fers of securities), the gift tax imposed by 
chapter 12 shall be a lien upon all gifts 
made during the calendar year, for 10 
years from "the time the gifts are made. If 
the tax is not paid when due, the donee of 
any gift shall be personally liable for such 
tax to the extent of the value of such gift. 
Any part of the property comprised in the 
gift transferred by the donee (or by a trans­
feree of the donee) to a bona fide purchaser, 
mortgagee, or pledgee for an adequate and 
full consideration in money or money’s 
worth shall be divested of the lien herein im­
posed and the lien, to the extent of the value 
of such gift, shall attach to all the property, 
(including after-acquired property) of the 
donee (or the transferee) except any part 
transferred to a bona fide purchaser, mort­
gagee, or pledgee for an adequate and full 
consideration in money or money’s worth.

(c) Exception in case of securities. The 
lien imposed by subsection (a) or (b) shall

not be valid with respect to a security, as 
defined in section 6323 (c) (2), as against 
any mortgagee, pledgee, or purchaser of any 
such security, for an adequate and full con­
sideration in money or money’s worth, if at 
the time of such mortgage, pledge, or pur­
chase such mortgagee, pledgee, or purchaser 
is without notice or knowledge of the exist­
ence of such lien.

§ 25.6324-1 Special lien for gift tax. 
For regulations concerning the special 
lien for the gift tax, see § 30>1.6324-1 of 
this chapter (Regulations on Procedure 
and Administration),

§ 25.6601 statutory provisions; in­
terest on underpayment, nonpayment, 
or extensions of time for payment, of tax.

S ec . 6601. Interest on underpayment, non­
payment, or extensions of time for payment, 
of tax—(a) General rule. If any amount of 
tax imposed by this title (whether required 
to be shown on a return, or to be paid by 
stamp or by some other method) is not paid 
on or before the last date prescribed for pay­
ment, interest on such amount at the rate 
of 6 percent per annum shall be paid for the 
period from such last date to the date paid. 

* »• • * *
§ 25.6601-1 Interest on underpay­

ment, nonpayment, or extensions of time 
for payment, of tax. For regulations 
concerning interest on underpayment, 
nonpayment, or extensions of time for 
payment, of tax, see § 301.6601-1 of this 
chapter (Regulations on Procedure and 
Administration).

§ 25.7101 Statutory provisions; form 
of bonds.

S ec. 7101. Form of bonds. Whenever, pur­
suant to the provisions of this title (other 
than sections 7485 and 6803 (a) (1) ), or rules 
or regulations prescribed under authority 
of this title, a person is required to furnish 
a bond or security—

(1) General rule. Such bond or security 
shall be in. such form and with such surety 
or sureties as may be prescribed by regula­
tions issued by the Secretary or his delegate.

(2) United States bonds and notes in lieu 
of surety bonds. The person required to fur­
nish such bond or security may, in lieu there­
of, deposit bonds or notes of the United 
States as provided in 6 U. S. C. 15.

§ 25.7101-1 Form of bonds. For gen­
eral provisions relating to bonds, see the 
regulations under sections 6165 and 7101 
contained in part 301 of this chapter 
(Regulations on Procedure and Adminis­
tration) .

[seal] o . Gordon Delk,
Acting Commissioner of 

Internal Revenue.
Approved: November 10,1958.

F red C. S cribner, Jr.,
Acting Secretary of the Treasury.

[F. R. Doc. 58-9462; Filed, Nov, 14, 1958;
8:45 a. m.]

TITLE 32— NATIONAL DEFENSE
Chapter I— Office of the Secretary of 

Defense
Subchapter N—Transportation

Part 209—Movement of Personnel via 
Commercial Contract and Charter Air 
T ransportation

Sec.
209.1 Authority and scope.
209.2 Background. ,
209.3 Policy.

Authority: §§209.1 to 209.3 issued under 
sec. 202, 61 Stat. 500, as amended; 5 U. S. C. 
171a.

§ 209.1 Authority and scope. This 
part prescribes policies for the move­
ment of personnel for the Department of


