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zraph applies, and the basis o f th e  share 
(*90) determined under subdivision (ii)  (a) 
of this subparagraph, is reduced by $6 to  
«84 Furthermore, since th e  $7 th a t  th e  

js required to include in  its  gross 
income when the share is sold for $92 ex ­
ceeds by $2 the basis of th e  option, subdivi ­
sion (ii) ( C)  Of th is subparagraph applies, and  
the basis of the share ($84), determ ined  
under subdivision (ii) (a) and (ii)  (b ) o f th is  
subparagraph, is increased by $2, Accord­
ingly, the basis is $86 and a capital gain  of 
$6 is realized on the disposition o f th e  share.

Pa r . 6. Section 1.1014 is am ended  by 
striking out subsection (d) of section  
1014 and by adding a  h is to rica l note. 
This amended provision a n d  h isto rica l 
note read as follows:
§ 1.1014 Statutory provisions; basis o f  

property acquired from  a decedent.
Sec. 1014. Basis of p ro p er ty  acqu ired  from  

a decedent. * * *
(d) [Deleted]

[Sec. 1014 as amended by sec. 2, Act o f Feb ­
ruary 11,1958 (Pub. Law 85-320, 72 Stat. 5) ]

Pa r , 7. Paragraph (c) (2) of § 1.1014 
is amended to read  as follows:
§1.1014-1 Basis o f  property acquired  

from a decedent.
4 4 4 4 4

(c) Property to w hich  section  1014 
does not apply. * * *

(2) Restricted stock options described 
in section 421 w hich th e  em ployee h a s  
not exercised a t dea th  if th e  em ployee 
died before Jan u ary  1, 1957. I n  th e  
case of employees dying a f te r  D ecem ber 
31, 1956, see p a rag rap h  (d) (4) of 
§ 1.421-5.
[F.R. Doc. 61-441; Filed, Jan. 18, 1961;

8:49 a.m .j

[T.D. 6531]

PART 1— IN C O M E  T A X ;  T A X A B L E  

YEARS B E G IN N IN G  A F T E R D E C E M ­

BER 31 ,  1 9 5 3

Taxat ion o f  R e g u l a t e d  In v e st m e n t  

Com panie s a n d  T h e i r  Sh a r e h o l d e r s

On December 6, 1960, no tice  of pro 
posed rule making w ith  respect to  th  
amendments of th e  Incom e T ax  Regu 
« o f  (26 CFR P a r t  1) u n d e r sectio: 
iqL ?  the In terna l R evenue Code c 
i»54 to reflect the  am endm ent of sectio: 
«52 made by section 39 of th e  Technics 
Amendments Act of 1958 (72 S ta t. 1638) 
w provide rules for d eterm in ing  w hethe 

e buyer or seller of regu la ted  invest 
.. At company stock shall be considere 
m!u,Shar?h°ld?r  of such stock, a n d  t  
in th an ? arifying change, w as pub lishe  
m tne Fede r a l  Re g i s t e r  (25 F.R . 12464) 
m ar consideration of a ll such  re lev ar 
nprc™’. ^  was presented  by in te re ste  
thpnm ^egarding ^ e  ru les proposec 
p u b i S dmeilts of th e  regu la tions as s

‘| S e aLetS ybeafo°wP te d ' B U b l6 0 t t

s e tf< S K h (b )(2 )(iv ) of § 1-852-4, a 
p r o S 111 Paragraph 2 of th e  no tice  c 
Proposed rule making, is revised.

!954 (68A5Ste+ ̂ 1?terrial Revenue Code c 
{WA stat. 917; 26 U.S.C. 7805)) 

fSEAL] — „  _

Commissioner of In terna l R e v m u e . 
PProved: January  16,1961.

Sc r ibn e r , Jr.,
c ing Secretary o f th e  Treasuri

P a r a g r a p h  1. S ection  1.852 is am ended
(A) by add ing  a  new  p a ra g ra p h  (4) a t  
th e  end  of section  852 (b) a n d  (B) by 
revising  th e  h is to rica l n o te  a t  th e  end 
thereo f. T hese added  a n d  revised p ro ­
visions read  as fo llow s:

§ 1 .852  Statutory provisions; taxation  
o f  regulated investm ent com panies 
and their shareholders.

Se c . 852. T axa tion  o f reg u la ted  in v e s t ­
m e n t com pan ies a n d  th e ir  sh areholders. * * *

(b) M eth od  o f ta x a tio n  o f com pan ies and  
shareholders. * * *

(4) Loss on  sa le or exchange o f s to ck  h eld  
less th a n  31 days. If—

(A) Under subparagraph (B) or (D) of 
paragraph (3) a shareholder o f a regulated  
investm ent com pany is required, w ith  re­
spect to  any share, to  treat any am ount as 
a long-term  capital gain, and

(B) Such share is  held  by th e taxpayer for 
less th a n  31 days,

th en  any loss on  th e  sale or exchange o f 
such  share shall, to  th e  ex ten t o f th e  am ount 
described in  subparagraph (A) o f th is  para­
graph, be treated as loss from  th e  sale or 
exchange o f a capital asset held  for more 
th an  6 m onths. For purposes o f th is  para­
graph, th e  rules o f section  2 4 6 (c )(3 ) shall 
apply in  determ in ing w hether any share 
of stock  has been held  for less th an  31 
days; except th a t  “30 days” sha ll be su b sti ­
tu ted  for th e  num ber o f days specified in  
subparagraph (B) o f section  2 4 6 (c )(3 ) .

4 4 4 4 4

[Sec. 852 as am ended by sec. 2, Act o f July  
41, 1956 (Pub. Law 700, 84th  Cong., 70 Stat. 
530); secs. 39, 101, T echnical A m endm ents  
Act 1958 ( 72 Stat. 1638, 1674)]

P a r . 2. S ection  1.852-4 is am ended
(A) b y  add ing  a  new  subdivision (iv) a t  
th e  end  of p a ra g ra p h  (b) (2) a n d  (B) 
by ad d in g  a  new  p a ra g ra p h  (d) a t  th e  
end  of such  section. T hese ad d ed  p ro ­
visions re a d  as follows:

§ 1 .852—4  M ethod o f  taxation  o f  share ­
holders o f  regulated investm ent 
com panies.
* * * * *

(b) C apita l gains. * * *
(2) U ndistribu ted  capita l gains. * * *
(iv) F o r purposes of d e term in ing  

w h e th e r th e  p u rc h a se r o r seller of a  
sh a re  o r  reg u la ted  in v estm en t com ­
p an y  stock is th e  sh areh o ld er a t  th e  
close of such  com pany’s tax ab le  y ea r who 
is requ ired  to  include a n  am o u n t of u n ­
d is trib u ted  cap ita l gains in  gross in ­
come, th e  am o u n t of th e  u n d is trib u ted  
cap ita l gains sh a ll be tre a te d  in  th e  sam e 
m a n n e r  as a  cash  dividend payab le  to  
shareh o ld ers  of reco rd  a t  th e  close of 
th e  com pany’s tax ab le  year. T hus, if  a  
cash  dividend p a id  to  shareh o ld ers  of 
reco rd  as of th e  close of th e  reg u la ted  
in v estm en t com pany’s tax ab le  y ear 
would be considered  incom e to  th e  p u r ­
chaser, th e n  th e  p u rc h a se r  is also con ­
sidered  to  be th e  sh a reh o ld e r of such  
com pany a t  th e  close of its  ta x ab le  y ear 
fo r  purposes of inc lud ing  a n  a m o u n t of 
u n d is tr ib u ted  cap ita l gains in  gross in ­
come. If, in  such  a  case, no tice  on  F orm  
2439 is, p u rsu a n t to  p a ra g ra p h  ( a i d )  of 
§ 1.852-9, m ailed  by th e  reg u la ted  in v est ­
m e n t com pany to  th e  seller, th e n  th e  
seller sh a ll be considered  th e  nom inee of 
th e  p u rc h a se r and , as such, sh a ll be sub ­
je c t to  th e  provisions in  p a ra g ra p h  (b) 
of § 1.852-9. F o r ru les fo r  d e term in ing  
w h e th e r a  div idend is incom e to  th e  p u r ­

ch aser or seller of a  sh a re  of stock, see 
p a ra g ra p h  (c) of § 1.61-9.

*  *  *  4 4

(d) Specia l tre a tm e n t o f loss on th e  
sale or exchange o f regula ted  in v e s tm e n t  
com pany stock  h e ld  less th a n  31 days—
(1) In  general. U nder section  852(b)
(4 ), if  an y  person , w ith  respect to  a  
sh a re  of reg u la ted  investm ent- com pany 
stock  acqu ired  by such  person  a f te r  
D ecem ber 31,1957, a n d  h e ld  fo r a  period 
of less th a n  31 days, is requ ired  by sec ­
tio n  852(b) (3) (J3) or (D) to  include in  
gross incom e as a  g a in  from  th e  sale or 
exchange of a  cap ita l asse t he ld  fo r m ore 
th a n  six  m o n th s—

(1) T h e  a m o u n t of a  cap ita l g a in  d iv ­
idend, o r

(ii) A n am o u n t of u n d is tr ib u ted  cap i ­
ta l  gains,

th e n  su ch  person  shall* to  th e  e x te n t of 
such  am o u n t, t r e a t  an y  loss on  th e  sale 
o r  exchange of such  sh a re  of stock  a s  a  
loss fro m  th e  sale o r exchange of a  cap i ­
ta l  a sse t h e ld  fo r m ore th a n  6 m o n th s. 
S u ch  special tre a tm e n t w ith  resp ec t to  
th e  sa le  of reg u la ted  in v estm en t com ­
p an y  stock  h e ld  fo r  a  period  of less th a n  
31 days is app licab le  to  losses fo r  tax ab le  
years  end ing  a f te r  D ecem ber 31, 1957.

(2) D eterm ina tion  o f ho ld ing  period. 
T h e  ru les co n ta in ed  in  sec tion  246(c)
(3) (re la tin g  tp  th e  d e te rm in a tio n  of 
ho ld ing  periods fo r purposes of th e  d e ­
duc tion  fo r div idends received) sh a ll be 
app lied  in  d e te rm in in g  w h eth er, fo r  p u r ­
poses of sec tion  852(b) (4) a n d  th is  p a r ­
ag rap h , a  sh a re  of reg u la ted  in v estm en t 
com pany stock  h a s  been  h e ld  fo r a  period  
of less th a n  31 days. In  app ly ing  those  
ru les, how ever, “30 d ay s” sh a ll be sub ­
s ti tu te d  fo r  th e  n u m b er of days specified 
in  su b p a ra g ra p h  (B) of section  2 4 6 (c ) .
(3 ).

(3) E xam ple. T h e  app lica tio n  of sec ­
t io n  852(b) (4) a n d  th is  p a ra g ra p h  m ay  
be illu s tra te d  by th e  follow ing exam ple:

E xam ple. On Decem ber 15, 1958, A pur­
chased a  share of stock  in  th e  X  regulated  
investm ent com pany for $20. T he X  regu ­
la ted  in vestm en t com pany declared a cap i­
ta l gain  dividend of $2 per share to  share ­
holders o f record on  Decem ber 31, 1958. A, 

■^therefore, received a capital gain  dividend  
of $2 w hich, pursuant to  section  852(b) (3) 
(B ) , he m u st treat as a gain  from  th e  sale  
or exchange o f a capital asset held  for more 
th an  6 m onths. On January 5, 1959, A sold  
h is share o f stock  in  th e  X  regulated in ­
vestm ent com pany for $17.50, w hich sale  
resulted in  a• loss of $2.50. Under section  
852(b) (4) and th is  paragraph, A m u st treat 
$2 o f such  loss (an  am ount equal to  th e  
capital gain  dividend received w ith  respect 
to  such  share o f stock) as a loss from  the  
sale or exchange o f a capital asset held  for 
more th an  6 m onths.

P a r .  3 .  P a ra g ra p h  (a) (1) of § 1.852-9 
is am ended  to  read  as follows:

§ 1 .852—9  Special procedural require ­
m ents applicable to designation  
under section 8 5 2 (b )  ( 3 )  ( D ) .

(a) R egu la ted  in v e s tm e n t com pany—  
(1) N otice to  shareholder. A designa ­
tio n  of u n d is tr ib u ted  c ap ita l gains u n d e r 
section  852(b) (3) (D) a n d  p a ra g ra p h  
(b) (2) (i) of § 1.852-2 sh a ll be m ade by 
no tice  on  F o rm  2439 m ailed  by th e  re g u ­
la ted  in v estm en t com pany to  each  p e r ­
son  who is a  sh areh o ld er of reco rd  of 
th e  com pany a t  th e  close of th e  com -
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p a n y ’s tax ab le  year. T h e  notice on F o rm  
2439 sh a ll show th e  nam e a n d  address 
of th e  reg u la ted  inv estm en t com pany, 
th e  tax ab le  y ea r of th e  com pany  fo r 
w h ich  th e  d esignation  is m ade, th e  n am e 
a n d  address of th e  sh areh o ld er, th e  
am o u n t designated  by th e  com pany fo r 
inclusion  by th e  sh areh o ld er in  co m p u t ­
ing  h is  lo n g -te rm  c a p ita l gains, a n d  th e  
ta x  p a id  w ith  respect th e re to  by th e  
com pany, w hich  ta x  is deem ed to  h ave  
been  p a id  by th e  sh areh o ld er. F o rm  
2439 sh a ll be p rep a red  in  tr ip lica te , a n d  
copies B a n d  C of th e  fo rm  sh a ll be 
m ailed  to  th e  sh a reh o ld e r o n  o r  before 
th e  30th d ay  follow ing th e  close of th e  
com p an y ’s tax ab le  year. Copy A of each  
F o rm  2439 m u st be associa ted  w ith  th e  
u n d is tr ib u te d  c a p ita l gains ta x  re tu rn  of 
th e  com pany  (F orm  2438), as provided  
in  su b p a ra g ra p h  (2) of th is  p a ra g ra p h .
[F.R. Doc. 61-470; Filed, Jan. 18, 1961;

8:53 a in .j

SU B CH A P T ER  B— EST AT E A N D  G IF T  T A X E S 

[TX>. 6526]

P A R T  2 0 — EST A T E T A X ;  EST A T ES O F  

D E C E D E N T S D Y I N G  A F T E R  A U G U ST  

1 6 ,  1 9 5 4

M i sc e l l a n e o u s A m e n d m e n t s

O n  Novem ber 24, 1960, a  no tice  of p ro ­
posed ru le  m ak in g  w as pub lished  in  th e  
F e d e r a l  R e g i s t e r  (25 F .R . 11169) to  co n ­
fo rm  th e  E s ta te  T a x  R egu la tions (26 
C F R  P a r t  20) to  sections 2 3 (e ), 3 0 (d ), 
6 5 (a ) , 66(a) ( D , 66(b) (1) , 67, 7 7 ,1 0 2 (a ), 
a n d  102(c) of th e  T echn ica l A m end ­
m en ts  A ct of 1958 (72 S ta t .  1606) ; to  
sec tion  22(a) of th e  A laska O m nibus A ct 
(73 S ta t .  146); to  sec tion  18(b) of th e  
H aw aii O m nibus A ct (74 S ta t .  411); a n d  
to  sections 4 (b) a n d  4(c) o f  P ublic  Law 
86-779. No ob jec tio n  to  th e  ru le s  p ro ­
posed hav in g  been  received  d u rin g  th e  
30-day  period  p rescribed  in  th e  notice, 
th e  reg u la tio n s as so p roposed  a re  hereby  
adopted .
(Sec. 7805 o f  th e  Internal R evenue Code of 
1954 (68A Stat. 917; 26 U.S;C. 7805)

[ s e a l ] D a n a  La t h a m ,

C om m issioner o f  In te rn a l R evenue.

A pproved: J a n u a ry  13,1961.

F r e d  C. S c r i b n e r , J r ., ,
A ctin g  S ecre tary  o f th e  Treasury.

I n  o rd er to  conform  th e  E s ta te  T ax  
R egu la tions (26 C FR  P a r t  20) to  sections 
2 3 (e ), 3 0 (d ), 6 5 (a ), 66(a) (1 ), 6 6 (b )(1 ) , 
67, 77, 1 0 2(a), a n d  102(c) of th e  T ech ­
n ica l A m endm ents A ct of 1958 (72 S ta t .  
1606); to  sec tion  22(a) of th e  A laska 
O m nibus A ct (73 S ta t. 146); to  section  
18(b) of th e  H aw aii O m nibus A ct (74 
S ta t .  411); a n d  to  sections 4(b) a n d  4(c) 
of P ublic  Law  86-779, such  regu la tions 
a re  am ended  as follows:

P a r a g r a ph  1. P a ra g ra p h s  (a) a n d  (b )  
of § 20.0-1 a re  am ended  to  re a d  as fo l ­
lows:

§ 2 0 .0 —1 Introduction.

(a) In  general. (1) T h e  regu la tions 
in  th is  p a r t  (P a r t  20, S u b ch ap te r B, 
C h ap te r  I , T itle  26, Code of F ed era l R eg ­
u la tio n s) a re  d esignated  “E s ta te  T ax  
R eg u la tio n s”. T hese reg u la tio n s p e r ta in

to  (i) th e  F ed era l e s ta te  ta x  im posed by 
c h a p te r  11 of su b title  B  of th e  In te rn a l  
R evenue Code on  th e  tra n s fe r  of es ta te s  
of d eced en ts dy ing  a f te r  A ugust 16,1954, 
a n d  (ii) c e r ta in  re la te d  ad m in is tra tiv e  
provisions of su b title  F  of th e  Code. I t  
shou ld  be n o ted  t h a t  th e  ap p lica tio n  of 
m an y  of th è  provisions of th ese  reg u ­
la tio n s  m ay  be affected  by th e  provisions 
of a n  app licab le  d e a th  ta x  convention  
w ith  a  fo re ign  coun try . U nless o th e r ­
wise in d ica ted , references in  th e  re g u la ­
tio n s  to  th e  “In te rn a l  R evenue C ode” 
o r th e  “Code” a re  re ferences to  th e  
In te rn a l  R evenue Code of 1954, as 
am ended, a n d  references to  a  sec tion  or 
o th e r  prov ision  of law  a re  references to  
a  section  o r o th e r  p rovision  of th e  
In te rn a l  R evenue Code of 1954, as 
am ended . U nless o therw ise provided , 
th e  E s ta te  T a x  R egu la tions a re  ap p li ­
cable to  th e  e s ta te s  of deceden ts dying 
a f te r  A ugust 16, 1954, a n d  supersede th e  
reg u la tio n s con ta in ed  in  P a r t  81, S u b - 
c h a p te r  B, C h a p te r  I , T itle  26, Code of 
F e d e ra l R egu la tions (1939) (R egulations 
105, E s ta te  T a x ) , a s  prescribed  a n d  m ade 
app licab le  to  th e  In te rn a l  R evenue Code 
of 1954 by T reasu ry  D ecision 6091, signed 
A ugust 16, 1954 (19 F .R . 5167, Aug. 17, 
1954).

(2) S ec tion  2208 m akes th e  provisions 
of c h a p te r  11 of th e  Code app ly  to  th e  
t r a n s fe r  o f  th e  e sta tes  of c e r ta in  dece ­
d e n ts  dying  a f te r  S ep tem ber 2, 1958, 
w ho w ere c itizens of th e  U n ited  S ta te s  
a n d  re sid en ts  of a  possession th e re o f a t  
th e  tim e  of d e a th . S ec tion  2209 m akes 
th e  provisions of c h a p te r  11 apply  to  th e  
t r a n s fe r  of th e  e s ta te s  of c e r ta in  o th e r  
deceden ts dying  a f te r  Sep tem ber 14, 
1960, w ho w ere c itizens of th e  U n ited  
S ta te s  a n d  re sid en ts  of a  possession 
th e re o f a t  th e  tim e  of d ea th . See 
§§ 20.2208-1 a n d  20.2209-1. E xcept as 
o therw ise  p rovided  in  §§ 20.2208-1 a n d  
20.2209-1, th e  provisions of th ese  reg u ­
la tio n s  do n o t app ly  to  th e  e sta tes  of 
su ch  decedents.

(b) Scope o f regula tions— (1) E sta tes  
o f c itizens or residents. S u b ch ap te r A of 
c h a p te r  11 of th e  Code p e rta in s  to  th e  
ta x a tio n  of th e  e sta te  of a  perso n  w ho 
w as a  c itizen  o r a  re s id en t of th e  U n ited  
S ta te s  a t  th e  tim e  of h is  d ea th . T h e  
te rm  “re s id en t” m e a n s  a  deced en t who, 
a t  th e  tim e  of h is  d ea th , h a d  h is  dom icile 
in  th e  U n ited  S ta tes . T h e  te rm  “U nited  
S ta te s” , a s  u sed  in  th e  E s ta te  T a x  R eg ­
u la tio n s, includes only th e  S ta te s  a n d  
th e  D is tr ic t of C olum bia. T h e  te rm  also 
includes th e  T e rrito rie s  of A laska an d  
H aw aii p rio r to  th e ir  adm ission  a s  S ta tes . 
See sec tion  7701(a) (9 ). A p erson  a c ­
qu ires a  dom icile in  a  p lace by  living 
th e re , fo r  even a  b rie f period  of tim e, 
w ith  n o  defin ite  p re se n t in te n tio n  of 
la te r  rem oving there fro m . R esidence 
w ith o u t th e  requ isite  in te n tio n  to  rem a in  
indefin ite ly  w ill n o t suffice to  co n stitu te  
dom icile, n o r  w ill in te n tio n  to  change  
dom icile effect such  a  chan g e  un less a c ­
com panied  by a c tu a l rem oval. F o r 
m ean in g  of th e  te rm  “c itizen  of th e  
U n ited  S ta te s” a s  app lied  in  a  case w here 
th e  deceden t w as a  resid en t of a  posses ­
s ion  of th e  U n ited  S ta tes , see § 20.2208-1. 
T he  reg u la tio n s p u rsu a n t to  su b ch ap te r 
A a re  se t fo r th  in  §§ 20.2001-1 to  
20.2056 (e) -3 .

(3) M iscellaneous substantive provi­
sions. S u b ch ap te r C of chapter 11 0f 
th e  Code co n ta in s  a  num ber of miscel­
laneous su b stan tiv e  provisions. The 
reg u la tio n s p u rsu a n t to  subchapter c  are 
se t fo r th  in  §§ 20.2201-1 to 20.2209-1.

* * * * * 

Pa r . 2. S ection  20.2011 is amended by 
revising  sec tion  2011 (a) and (c) and the 
h is to rica l n o te  to  read  as follows:

§ 2 0 .2 0 1 1  Statutory provisions; credit 
for State death taxes.

S e c . 2011. C red it fo r S ta te  death taxes—
(a) In  genera l. The tax imposed by sec­
t ion  2001 shall be credited with the amount 
of any estate, inheritance, legacy, or succes­
sion  taxes actually  paid to  any State or 
Territory or th e  D istrict of Columbia, in 
respect o f any property included in the gross 
estate  (n o t including any such taxes paid 
w ith  respect to  th e  estate of a person other 
th a n  th e  d eced en t).

* * * * *
(c ) P eriod  o f  lim ita tio n s on credit. The 

credit allowed by th is section shall Include 
only  such  taxes as were actually paid and 
credit therefor claim ed within 4 years after 
th e  filing o f th e  return required by section 
6018, except th at—

(1) I f  a petition  for redetermination of a 
deficiency has been filed with the Tax Court 
w ith in  th e  tim e prescribed in section 
6213(a), th en  w ith in  such 4-year period or 
before the expiration of 60 days after the 
decision o f th e  Tax Court becomes final.

(2) If, under section 6161, an extension 
of tim e has been granted for payment of the 
tax show n on  th e  return, or of a deficiency, 
th en  w ith in  such  4-year period or before the 
date o f th e  expiration of the period of the
extension.

(3) I f  a cla im  for refund or credit of an 
overpaym ent of tax imposed by this chapter 
has been filed w ith in  the tim e prescribed in 
section  6511, th en  w ith in  such 4-year period 
or before th e  expiration of 60 days from the 
date o f m ailing by certified mail or regis­
tered m ail by th e  Secretary or his delegate 
to  th e  taxpayer o f a notice of the disallow­
ance o f any part o f such claim, or before the 
expiration of 60 days after a decision by any 
court of com petent jurisdiction becomes 
final w ith  respect to a timely suit instituted 
upon su ch  claim , whichever is later.

R efund based on  th e  credit may (despite the 
provisions of section  6511 and 6512) be ma e 
if  cla im  therefor is  filed within the peri 
above provided. Any such refund shall oe 
made w ith ou t interest.

* * »
[Sec. 2011 as am ended by sec. 3, A c t of Pel)' 
20, 1956 (Pub. Law 414, 84th C ong. 70 Stet 
24); secs. 65(a) and 102(c)(1). T eclug

P a r . 3. P a ra g ra p h s  (a) and (c) (1)' ^  
§ 20.2011-1 a re  am ended to read as 
lows:

2 0 .2 0 1 1 -1  Credit for State death tax«*

(a) In  general. A credit is 
nder section  2011 against the 
jta te  ta x  fo r esta te , inheritance,^ 
c succession taxes actually pa ^  
ta te , T errito ry , or the  D istm t of o 
im bia, or, in  th e  case of d e c e d e n ts ^  
efore Sep tem ber 3,1958, any P d 
f th e  U nited  S ta te s  0 * % * * * ^  
> a s  “S ta te  d e a th  taxes ). ^  death 
owever, is allowed only for S roperty 
ixes p a id  (1) w ith  respect to p rop^
lc lu d e d  in  th e  d e c e d e n ts g r ^ s >3
n d  (2 ) w ith  resp ect to  the d̂  £ gub-
sta te . T h e  am o u n t of thecreai 
»ct to  th e  lim ita tion  descnb .ect
ra p h  (b) of th is  section. I t  is
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to further lim itations described in  
120.2011-2 if a deduction is allowed u n ­
d e r  section 2053(d) fo r S ta te  d e a th  taxes 
naid with respect to  a  c h a ritab le  gift. 
See paragraph (a) of § 20.2014-1 as to  
the allowance of a  c red it fo r  d e a th  taxes 
paid to a possession of th e  U nited  S ta te s  
in a case where th e  decedent died a f te r  
September 2, 1958.

* * * * *

(c) M iscellaneous lim ita tions an d  con ­
ditions to  c re d it—  (1 ) Period o f lim ita ­
tions. The credit for S ta te  d e a th  tax es  
is limited under section 2011(c) to  those 
taxes which were actually  p a id  a n d  fo r 
which a credit was claim ed w ith in  fo u r 
years after the  filing of th e  e s ta te  ta x  
return for the deceden t’s es ta te . If, 
however, a petition h as  been filed w ith  
the Tax Court of th e  U nited  S ta te s  fo r 
the redetermination of a  deficiency 
within the tim e prescribed  in  section  
6213(a), the credit is lim ited  to  those 
taxes which were actually  p a id  a n d  fo r 
which a credit was claim ed w ith in  fou r 
years after the  filing of th e  r e tu rn  o r 
within 60 days a fte r th e  decision of th e  
Tax Court becomes final, w hichever 
period is the las t to  expire. S im ilarly , 
if an extension of tim e h as  been g ra n te d  
under section 6161 fo r p ay m en t of th e  
tax shown on the  re tu rn , o r  of a  de ­
ficiency, the credit is lim ited  to  those  
taxes which were actually  p a id  a n d  fo r 
which a credit was claim ed w ith in  fou r 
years after the filing of th e  re tu rn , or 
before the date of th e  ex p ira tion  of th e  
period of the extension, w hichever p e ­
riod is last to expire. I f  a  cla im  fo r 
refund or credit of a n  overpaym en t of 
the Federal estate ta x  is filed w ith in  th e  
time prescribed in  section  6511, th e  
credit for S tate dea th  taxes is lim ited  
to such taxes as were ac tua lly  p a id  an d  
credit therefor claim ed w ith in  fo u r 
years after the filing of th e  re tu rn  o r 
before the expiration of 60 days from  
the date of mailing by certified o r re g ­
istered mail by th e  d is tric t d irec to r to  
the taxpayer of a  notice of disallow ance 
or any part of the  claim , or before th e  
expiration of 60 days a f te r  a  decision 
y any court of com petent ju risd ic tio n  

Becomes final with respect to  a  tim ely  
suit instituted upon th e  claim , w hich-

pe™ d is ^ e  la s t  to  ex p ire . S e e  
for th e  a p p lica b le  p e r io d  

t v l. tatlons for cred it fo r  S ta t e  d e a th  
tproct °n,  revers*on&ry or rem a in d e r  in -  
inn f i i ? o ^ electi0n  is  m a d e  u n d er  s e c -  

theJ+at3 ?' to  P °s tP °n e  p a y m e n t  o f  
âx a ttr ib u tab le  to  r e v e r s io n -  

J r0prflire?1f nder in terests.. I f  a  c la im  

death* based on  th e  cred it  fo r  S ta te  
P e r io V S f ^ fii ed  w ith in  th e  a p p lic a b le  
refund ®scn^'8(1 in  th is  su b p a ra g ra p h , a  
limitation y  be m ade d esP ite  th e  g e n e r a l  
Z  Provisions o f se c t io n s  6511

credit dp* re*und based on the
made ^  tM s section sha ll be

aae without in terest.

¿ g 4atSS p 0 n f - 2014 15 am ended  ^  
subsection « ) Tnd  * 2014 new
re^  as follow!: h is to n ca l no te  to

for forf,tatUIOI\  provisions; credit „ 0r *ore,gn death taxes.

taxes
2014. 

* * * Credit for foreign  d ea th

(f) Possession  o f U n ited  S ta te s  d eem ed  a 
fo reign  co u n try . For purposes o f th e  credits 
authorized by th is  section, each possession  
of th e  U nited States shall be deem ed to be 
a foreign country.

[Sec. 2014 as am ended by sec. 102(c) (2 ), 
T echnical A m endm ents Act 1958 (72 Stat. 
1674)]

P a r . 5. P a ra g ra p h  (a) (1) of § 20.2014-1 
is am ended  to  re a d  as follows :

§ 2 0 .2 0 1 4 —1 Credit for foreign  death  
taxes.

(a) I n  general. (1) A c red it is allowed 
u n d e r section  2014 a g a in s t th e  F edera l 
e s ta te  ta x  fo r an y  e sta te , in h eritan ce , 
legacy, or succession tax es ac tu a lly  p a id  
to  an y  fo re ign  co u n try  (h e re in a fte r  r e ­
fe rred  to  as “fo re ign  d e a th  ta x e s” ) . T h e  
c red it is allowed only fo r fo re ign  d e a th  
tax es  p a id  (i) w ith  resp ec t to  p ro p erty  
s itu a te d  w ith in  th e  co u n try  to  w h ich  th e  
ta x  is paid , (ii) w ith  resp ec t to  p ro p erty  
included in  th e  deced en t’s gross es ta te , 
a n d  (iii) w ith  respect to  th e  d eceden t’s 
es ta te . T h e  c red it is allow able to  th e  
es ta te  of a  deceden t w ho w as a  c itizen  
of th e  U nited  S ta te s  a t  th e  tim e of h is  
d ea th . T he  c red it is also allow able to  th e  
e sta te  of a  deceden t w ho w as a  resid en t 
b u t n o t a  c itizen  of th e  U nited  S ta te s  a t  
th e  tim e of h is  d e a th  if th e  co u n try  of 
w hich  th e  deceden t w as a  n a tio n a l, in  
im posing d e a th  taxes, allows a  sim ilar 
c re d it to  th e  e sta tes  of citizens of th e  
U nited  S ta te s  re s id en t in  t h a t  coun try . 
See p a ra g ra p h  (b) (1) of § 20.0-1 fo r d e f ­
in itio n  of th e  te rm  “re s id en t” . T h e  
c re d it is n o t allow able to  th e  e sta te  of a  
deceden t w ho w as n e ith e r  a  c itizen  n o r a  
re s id e n t of th e  U n ited  S ta te s  a t  th e  tim e 
of h is  d ea th . T he  c re d it is allow able n o t 
only  fo r d e a th  tax es  p a id  to  fo reign  
co un tries w hich  a re  s ta te s  in  th e  in te r ­
n a tio n a l sense, b u t also fo r  d e a th  taxes 
p a id  to  possessions o r po litica l subd i ­
visions of fo re ign  s ta tes . W ith  resp ec t to  
th e  e sta te  o f a  deceden t dying  a f te r  S ep ­
tem b er 2, 1958, th e  te rm  “fore ign  co u n ­
t r y ”, as used in  th is  section  a n d  
§§ 20.2014-2 to  20.2014-6, includes a  pos ­
session of th e  U nited  S ta te s . See 
§§ 20.2011-1 a n d  20.2011-2 fo r  th e  allow ­
ance of a  c red it fo r  d e a th  tax es  p a id  to  
a  possession of th e  U nited  S ta te s  in  th e  
case of a  deceden t dying before S ep tem ­
b e r 3, 1958. No c re d it is allow able fo r 
in te re s t o r  pen a lties  p a id  in  connection  
w ith  fo re ign  d e a th  taxes.

P a r . 6. S ection  20.2015 is am ended  
a n d  a  h is to rica l n o te  added  to  re a d  as 
follows :
§ 2 0 .2 0 1 5  Statutory provisions; credit 

for death taxes on  rem ainders.
S e c . 2015. C red it fo r d ea th  ta x es on  re ­

m ain ders. Where an election  is m ade under  
section  6163(a) to  postpone paym ent o f the  
tax  im posed by section  2001 or 2101, such  
part o f any estate, inheritance, legacy, or 
succession taxes allowable as a credit under  
section  2011 or 2014, as is attributable to  a  
reversionary or rem ainder in terest m ay be 
allowed as a credit against th e  tax a ttr ib u t ­
able to  such  in terest, subject to  th e  lim ita ­
tion s on  th e  am ount o f th e  credit contained  
in  such  sections, if  such  part is paid, and  
credit therefor claim ed, a t any tim e before 
th e  expiration o f th e  tim e for paym ent o f the  
tax  im posed by section  2001 or 2101 as p ost ­
poned and extended under section  6163.

[Sec. 2015 as am ended by sec. 6 6 (a ) (1 ) ,  
T echnical A m endm ents A ct 1958 (72 Stat. 
1657)]

P a r . 7. P a ra g ra p h  (a) a n d  exam ples
(1) a n d  (2) of p a ra g ra p h  (c) ' of 
§ 20.2015-1 a re  am ended  to  re a d  as 
follows:

§ 2 0 .2 0 1 5 —1 Credit for death taxes on 
rem ainders.

(a )  * * *

(2) W ith in  th e  tim e  fo r p ay m en t of 
th e  ta x  im posed by sec tion  2001 o r 2101 
as postponed  u n d e r section  6163(a) a n d  
as ex tended  u n d e r section  6163(b) (on 
accoun t of u n due  h a rd sh ip )  or, if  th e  
p reced en t in te re s t te rm in a te d  before 
Ju ly  5, 1958, w ith in  60 days a f te r  th e  
te rm in a tio n  of th e  preced ing  in te re s t or 
in te re s ts  in  th e  p roperty .

T h e  allow ance of c red it, however, is su b ­
je c t to  th e  o th e r  lim ita tio n s  co n ta in ed  in  
sections 2011 an d  2014.

*  *  *  *  *

(C) * * *

E xam ple (1) .  O ne-th ird of the Federal 
estate tax was attributable to  a remainder  
in terest in  real property located in  State Y, 
and tw o-th irds of th e  Federal estate tax  
was attributable to  other property located  
in  State X. The paym ent of th e  tax a ttrib ­
u table to  th e  remainder in terest was post ­
poned under th e  provisions o f section  
6 1 63(a ). The m axim um  credit allow able for 
State death  taxes under th e  provisions of 
section  2011 is $12,000. Therefore, o f th e  
m axim um  credit allowable, $4,000 is a ttr ib ­
u tab le to  th e  rem ainder in terest and $8,000 is  
attributable to  th e  other property. W ithin  
th e  4-year period provided for in  section  
2011, inheritance tax in  th e  am ount of $9,000 
was paid to  State X  in  connection  w ith  the  
other property. W ith respect to  th is  $9,000, 
$8,000 (th e  m axim um  am ount allowable) is 
allow ed as a credit against th e  Federal 
estate tax attributable to  th e  other property, 
and $1,000 is allowed as a credit against th e  
postponed tax. The life  estate or other prec ­
edent in terest expired after July  4, 1958. 
After th e  expiration of th e  4-year period but 
before th e  expiration o f th e  period o f post ­
ponem ent elected  under section  6163(a) 
and of th e  period o f extension  granted  
under section 6163(b) for paym ent o f th e  
tax, in heritance tax in  th e am ount of 
$5,000 was paid to  S tate  Y in  connection  
w ith  the rem ainder in terestl As the m ax ­
im um  credit allowable w ith  respect to  th e  
rem ainder in terest is $4,000 and $1,000 has 
already been allowed as a credit, an additional - 
$3,000 wUl be credited against th e  Federal 
esta te  tax  attributable to  th e  rem ainder in ­
terest. I t  should  be noted  th a t if  th e  life  
estate or other precedent in terest had ex ­
pired after th e  expiration o f th e  4-year period  
b u t before July 5,1958, th e  sam e resu lt w ould  
be reached only  if  th e  inheritance tax had  
been paid to  State Y before th e  expiration of 
60 days after th e  term ination  o f th e  life  
estate  or other precedent interest.

E xam ple ( 2) .  The facts are th e  sam e as in  
exam ple (1), except th a t w ith in  th e  4-year 
period inheritance tax in  th e  am ount of 
$2,500 was paid to  S tate  Y w ith  respect to  
the rem ainder in terest and inheritance tax  
in  th e  am ount of $7,500 was paid to  State X  
w ith  respect to  th e  other property. The 
am ount of $8,000 is allowed as a credit 
against th e  Federal estate tax attributable  
to  th e  other property and th e  am ount of 
$2,000 is allowed as a credit against th e  p ost ­
poned tax. The life  estate or other precedent 
in terest expired after July 4, 1958. After the  
expiration of th e  4-year period b u t before 
th e expiration of th e  period of postponem ent 
elected under section  6163(a) and of the  
period of extension granted under section  
6163(b) for paym ent of th e  tax, inheritance  
tax in  th e  am ount of $5,000 was paid to  State  
Y in  connection  w ith  th e  rem ainder interest. 
As the m axim um  credit allowable w ith  re ­
spect to  th e  rem ainder interest is  $4,000 and
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$2,000  already has been allowed as a credit, 
an additional $2,000  w ill be credited against 
th e  Federal estate tax attributable to  th e  
rem ainder in terest. I t should  be noted  th a t  
if  th e  life  estate or other precedent in terest 
had expired after th e  expiration of th e  4-year  
period b u t before Ju ly  5,1958, th e  sam e result 
would be reached only if  th e  inheritance tax  
had been paid to  State Y before th e  expira ­
t io n  of 60 days after th e  term ination  of the  
life  estate or other precedent in terest. *

Pa r . 8. Sec tion  20.2039 is am ended  by 
revising  sec tion  2039(c) a n d  add ing  a 
h is to rica l n o te  to  re a d  as fo llow s:

§ 2 0 .2 0 3 9  Statutory provisions; annui­
ties.

Se c . 2039. A n n u itie s . * * *
(c) E x em p tio n  o f  a n n u itie s  u n d er certa in  

tr u s ts  a n d  p la n s . N otw ithstanding th e  pro ­
v isions o f th is  section  or o f any provision of 
law , there shall be excluded, from  th e  gross 
estate th e  value of an  annu ity  or other  
paym ent receivable by any beneficiary (other  
th a n  th e  executor) under—

(1) An em ployees’ tru st (or under a con ­
tract purchased by an  em ployees’ trust) 
form ing part o f  a pension, stock bonus, or 
profit-sharing p lan  w hich, a t th e  tim e of 
th e  decedent’s separation from  em ploym ent 
(w hether by death  or oth erw ise), or a t th e  
tim e o f term ination  o f th e  plan if  earlier, 
m et th e  requirem ents o f section  401(a);

(2) A retirem ent an n u ity  contract pur ­
chased by an  employer (and not by an  em ­
ployees’ trust) pursuant to  a  p lan  w hich, a t  
th e  tim e of decedent’s separation from  em ­
p loym ent (by death  or otherw ise), or a t th e  
tim e o f term ination  o f th e  plan  if  earlier, 
m et th e  requirem ents o f section  401(a) (3 ) , 
(4 ) , (5 ) , and  (6 ); or

(3) A retirem ent annu ity  contract pur­
chased for an  em ployee by an . employer  
w hich  is an  organization referred to  in  sec ­
t io n  503(b) (1 ) , (2 ) , or (3 ) ,  and w hich is 
exem pt from  tax under section  501(a).

I f such  am ounts payable after th e  d eath  of 
th e  decedent under a p lan described in  para­
graph ( 1 ) or (2 ) or under a contract de ­
scribed in  paragraph (3) are attributable to  
any exten t to  paym ents or contributions  
m ade by th e  decedent, n o  exclusion sh a ll be 
allow ed for th a t  part o f th e  value of such  
am ounts in  th e  proportion th a t  th e  to ta l 
paym ents or contributions m ade by th e  de ­
cedent bears to  th e  to ta l paym ents or con ­
tributions made. For purposes o f th is  su b ­
section , contributions or paym ents m ade by  
th e  decedent’s em ployer or former em ployer 
under a  tru st or p lan described in  paragraph
( 1 ) or (2 ) shall n o t be considered to  be con ­
tributed  by th e  decedent, and contributions  
or paym ents made by th e  decedent’s  em ­
ployer or form er employer toward th e  pur ­
chase o f an  annu ity  contract described in  
paragraph (3) shall, to  th e  exent excludable  
from  gross incom e under section  4 03 (b ), not  
be considered to  be contributed by th e  de­
cedent. T his subsection  shall apply to  all 
decedents dying after Decem ber 31, 1953.

[Sec. 2039(c) as am ended by secs. 2 3 (e ) , 
6 7(a ), T echnical A m endm ents A ct 1958 (72 
Stat. 1622,1658) ]

P a r . 9. P a ra g ra p h s  (a ) ,  (b ) , a n d  (c) 
of § 20.2039-2 a re  am ended  as follows:

§ 2 0 .2 0 3 9 —2 Annuities under “ qualified  
plans”  and section 4 0 3 (b )  annuity  
contracts.

(a) I n  general. Sec tion  2039(c) ex ­
cludes fro m  a  deced en t’s gross e s ta te  th e  
value of a n  a n n u ity  o r  o th e r p ay m en t 
receivable u n d e r ce r ta in  “qualified p la n s” 
a n d  u n d e r c e r ta in  an n u ity  c o n tra c ts  to  
th e  e x te n t p rovided  in  p a ra g ra p h  (c) of 
th is  section . S ec tion  2039(c), o th e r 
th a n  p a ra g ra p h  (3) th e reo f, applies to

es ta te s  of a ll persons dying a f te r  D ecem ­
ber 31, 1953.

(b) P lans and  a n n u ity  con tracts to  
w h ich  section  2039(c) applies. S ection  
2039(c) excludes fro m  a  deced en t’s gross 
es ta te , to  th e  e x te n t provided  in  p a r a ­
g ra p h  (c) of th is  section, th e  value of a n  
a n n u ity  o r o th e r  p ay m e n t receivable by 
an y  benefic iary  (except th e  value of a n  
an n u ity  o r o th e r p ay m en t receivable by 
o r fo r th e  benefit of th e  d eceden t’s es ­
ta te )  u n d e r—

(1) A n em ployees’ t r u s t  (or u n d e r a  
c o n tra c t p u rch ased  by a n  em ployees’ 
tru s t)  fo rm ing  p a r t  of a  pension , stock 
bonus, o r p ro fit-sh a rin g  p la n  w hich , a t  
th e  tim e of th e  d eceden t’s se p a ra tio n  
fro m  em ploym ent (w h e th er by d e a th  or 
o th e rw ise ) , o r a t  th e  tim e  of th e  ea rlie r 
te rm in a tio n  of th e  p lan , m e t th e  req u ire ­
m en ts  of sec tion  4 0 1 (a ) ;

(2) A re tire m e n t an n u ity  c o n tra c t 
p u rch ased  by a n  em ployer (an d  n o t by 
a n  em ployees’ tru s t)  p u rs u a n t to  a  p la n  
w hich, a t  th e  tim e of deceden t’s se p a ra ­
t io n  fro m  em ploym ent (by d e a th  or 
o th e rw ise ), o r a t  th e  tim e of th e  earlie r 
te rm in a tio n  of th e  p lan , m e t th e  req u ire ­
m en ts  o f  sec tion  401(a) (3) th ro u g h  
(6 ) ; or

(3) I n  th e  case of a  deceden t dying 
a f te r  D ecem ber 31, 1957, a  re tire m e n t 
an n u ity  c o n tra c t p u rch ased  fo r a n  em ­
ployee by a n  em ployer w hich , fo r  its  ta x ­
able y ear in  w hich  th e  p u rch ase  
occurred , is a n  o rg an iza tio n  re fe rred  to  
in  sec tion  503(b) (1 ) , (2 ), o r (3 ) , a n d  is 
exem pt fro m  ta x  u n d e r section  5 0 1(a).

F o r th e  m ean ing  of th e  te rm  “an n u ity  
o r o th e r  p a y m e n t” , see p a ra g ra p h  (b) of 
§ 20.2039-1. F o r th e  m ean in g  of th e  
p h ra se  “receivable by o r fo r  th e  benefit 
of th e  d eceden t’s e s ta te ” , see p a ra g ra p h  
(b) of § 20.2042-1. T h e  ap p lica tio n  of 
th is  p a ra g ra p h  m ay  be illu s tra te d  by th e  
follow ing exam ples in  each  of w hich  i t  
is  assum ed th a t  th e  am o u n t s ta te d  to  be 
excludable fro m  th e  deced en t’s gross es ­
t a te  is de te rm in ed  in  accordance w ith  
p a ra g ra p h  (c) of th is  section :

in * # * *
E xam ple  (5 ) . An employer purchased a 

retirem ent annu ity  contract for an em ployee  
w hich  was to  provide th e  em ployee, upon his  
retirem ent a t age 60, w ith  an annu ity  for 
life  and w hich  was to  provide h is w ife, upon  
th e  em ployee’s death  after retirem ent, w ith  
a sim ilar annu ity  for life. T he employer, for 
its  taxable year in  w hich  th e  annu ity  con ­
tract was purchased, was an organization  
referred to  in  section  503(b) (1 ) , (2 ) , or (3 ), 
and was exem pt from  tax under section  
501(a). The entire am ount o f th e  purchase 
price of th e  annu ity  contract was excluded  
from  the em ployee’s gross incom e under 
section  4 0 3 (b ). No part o f th e  value of the  
survivor annu ity  payable after th e  em ployee’s 
d eath  is includib le in  th e  decedent’s gross 
esta te  by reason of th e  provisions of section  
2039(c).

(c) A m o u n t excludable fro m  th e  gross 
esta te . (1) T h e  a m o u n t to  be excluded 
fro m  a  deced en t’s gross e s ta te  u n d e r sec ­
t io n  2039(c) is a n  a m o u n t w hich  bears 
th e  sam e ra tio  to  th e  value a t  th e  d e ­
ced en t’s d e a th  of th e  an n u ity  o r o th e r 
p ay m en t receivable by th e  beneficiary  as 
th e  em ployer’s co n trib u tio n  (or a  c o n tr i ­
b u tio n  m ad e  on  h is  beh a lf) on  th e  em ­
ployee’s acco u n t to  th e  p la n  o r tow ards 
th e  p u rch ase  of th e  an n u ity  c o n tra c t 
bears  to  th e  to ta l  co n trib u tio n s on  th e

em ployee’s accoun t to  the  plan or to­
w ards th e  p u rch ase  of the  annuity con­
tra c t . I n  apply ing  th e  ratio set forth 
in  th e  preced ing  sentence, payments or 
con trib u tio n s m ade by the  employer (or 
on  its  b eh a lf) tow ard  th e  purchase of an 
an n u ity  c o n tra c t described in paragraph
(b) (3) of th is  section  shall be considered 
to  include only such  paym ents or contri­
bu tio n s a s  are , o r were, excludable from 
th e  em ployee’s gross income under sec­
t io n  4 0 3 (b ). I n  applying this ratio, the 
value a t  th e  deceden t’s death of the an- 
n u ity  o r o th e r  pay m en t is determined in 
accordance w ith  th e  rules set forth in 
§§ 20.2031-1,*'20.2031-7, 20.2031-8, and
20.2031- 9.

(2) I n  c e r ta in  cases, the employer’s 
co n trib u tio n  (or a  contribution made 
on  h is  b eh a lf) to  a  p lan  on the em­
ployee’s accoun t an d  th u s the total con­
tr ib u tio n s  to  th e  p lan  on the employee’s 
accoun t ca n n o t be readily ascertained. 
I n  o rd er to  apply  th e  ra tio  stated in sub- 
p a ra g ra p h  (1) of th is  paragraph in such 
a  case, th e  m eth o d  outlined in the follow­
ing tw o sen tences m ust be used unless 
a  m ore p recise m ethod  is presented. In 
su ch  a  case, th e  to ta l contributions to 
th e  p la n  o n  th e  employee’s account is 
th e  value of an y  annuity  or other pay­
m e n t payab le  to  th e  decedent and his 
surv ivor com puted  as of the time the 
deced en t’s r ig h ts  firs t m ature (or as of 
th e  tim e  th e  surv ivor’s rights first ma­
tu re  if  th e  deceden t’s rights never ma­
tu re )  a n d  com puted  in  accordance with 
th e  ru les  se t fo r th  in  §§ 20.2031-1,
20.2031- 7, 20.2031-8, and  20.2031-9. By 
su b tra c tin g  fro m  such value the amount 
of th e  em ployee’s contribution to the 
p lan , th e  am o u n t of th e  employer’s con­
tr ib u tio n  to  th e  p la n  on the employee’s 
acco u n t m ay  be obtained. The applica­
t io n  of th is  p a rag rap h  may be illus­
t r a te d  by th e  following example:

E xam ple. P ursuant to  a pension plan, the 
employer and th e  employee contributed to 
a tru st w hich  was to  provide the employee, 
upon h is  retirem ent a t age 60, with an an­
n u ity  for life, and which was to provide ms 
w ife, upon  th e  employee’s death after re­
tirem ent, w ith  a sim ilar annuity for in • 
At th e  tim e of th e  employee’s retirement, 
th e  pension  trust formed part of â P 
m eeting th e  requirem ents of section 40i( )• 
Assume th e  follow ing: (i) That the e 
ployer’s contributions to  the fund were 
credited to  th e  accounts of individus 
ployees; (ii) th a t the value of the! em­
ployee’s annu ity  and his wife 8. ® 
com puted as of th e tim e of the decedents 
retirem ent, was $40,000; (1H) '̂ iat nd 
ployee contributed $10,000 to the p > 
(iv) th a t th e  value a t the decedent */*** 
of th e  w ife’s annuity was $16,000. _ _ _  
basis of these facts, the total con 
to  th e  fund  on  the employee’s account« 
presum ed to  be $40,000 and the e m p , B 
contribution  to  th e plan on the emp ^  
account is presumed to be $30, ^
less $10,000). Since the wife’s annuity 
receivable under a qualified pe annUity

's con-th a t part of the value of such 
»which is attributable to the emp oy

/  $30,000 v *1fift00. or $12,00° j 
tributions ( $ 4^000  X^16’000’
is excludable from the decedents 2039(c)- 
by reason o f the provisions o sec ̂  
Compare th is  result w ith th  rapn (b)
in  th e exam ples set forth in p a « ^ ^ , .  t0 
of th is section  in  which all loyer, 
the plans were made by the P
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[ Par 10. Section 20.2053 is am ended  
[by revising section 2053(d) (1) a n d  th e  
[historical note to read  as follows:

[§20.2053 Statutory provisions; ex- 
| penses, indebtedness, and taxes.
I sec . 2053. Expenses, in d eb ted n ess , and
r ¿flies * * *
I (d) Certain State dea th  ta xes— (1) G en - 
Xml rule. Notwithstanding the provisions 

of subsection (c )(1 )(B ) of th is  section , for 
purposes of the tax imposed by section  2001 

[ the value of the taxable estate m ay be deter- 
|  mined, if the executor so elects before the  
[expiration of the period o f lim ita tion  for 
[assessment provided in  section 6501, by 
[deducting from the value of th e  gross estate  
[the amount (as determined in  accordance 
I with regulations prescribed by th e  Secretary 
[or his delegate) of any estate, succession, 
[legacy or inheritance tax im posed by a State  
[or Territory or the D istrict of Columbia, 
(upon a transfer by the decedent for public, 
[charitable, or religious uses described in  sec ­
tion 2055 or 2106(a) (2 ). The election shall 
[be exercised in accordance w ith  regulations 
[prescribed by the Secretary or h is delegate.

[[Sec. 2053 as amended by sec. 2, Act o f Feb. 
[20,1956 (Pub. Law 414, 84th Cong., 70 Stat. 
23); sec. 102(c)(3), Technical A m endm ents 

[Act 1958 (72 Stat. 1674) ]

Par . 11. Paragraph (a) of § 20.2053-9 
[is amended to read as follows:

[§ 20.2053-9 Deduction for certain State 
death taxes.

■ (a) General rule. A deduction  is a l ­
lowed a decedent’s esta te  u n d e r section 
■2053(d) for the am ount o f an y  esta te , 
succession, legacy, or inh eritan ce  ta x  im - 
Iposed by a State, T erritory , o r  th e  D is- 
Itrict of Columbia, or, in  th e  case of a  
■decedent dying before Septem ber 3,1958, 
|a  possession of the U nited S ta te s  upon  a 
■transfer by the decedent fo r charitab le , 
l?«LUses described in  section 2055 or 
■¿106(a)(2) (relating to  th e  e sta tes  of 
ponresidents not citizens), b u t only if 
E m cond^ ons sta ted  in  p a ra g ra p h  
■w of this section are  m et, a n d  (2) a n  
flection is made in  accordance w ith  th e  
provisions of paragraph (c) of th is  sec-
f !  ;v,Seei ection2011(e) a n d  § 20.2011-2 
Khie efleet which th e  allow ance of 

upon th e  c red it to r

Irevkw2, i ction 20-2055 ^  am ended by 
|emmg section 2055(e) an d  th e  h is to ri ­
ca l  note to read as follows :

■ Stat“t?lT provisions; trans-

^ charitable’ and -

^ r e S u ^ s f* V r  charitab le,

loses. For d w il106 deductions in  certa in  
C  diuctionl +l nce ° f  certain Charitable, 

Phis section spp otJ\erwise allowable under 
, see sections 503 and 681.

_ * jj.
[[Sgc dark *

j6> «56 (Pub w S , b i  sec- i ’ Ac t of Aug.
I 078): iec a o S  Tp ’h 4^  C°ng- 70 S tat-

* «58 (72 Stat i6 3 i) ĥnlCal Am endm ents

levisin^3 20£ 106 is am ended by
|<a)(3)andt??- 2106 ( a ) <2HE) an d  
P ^ a s f o U o ^ 1̂  a h lstorical no te  to

l§ 20,2106 «,
| estate. a utory provisions; taxable  

\  S o S e°6esiTa<g abzf  estate (a) D efin ition

(2) Transfers fo r p u b lic , ch a rita b le , an d  
re lig iou s uses  * * *

(E) D isallow ance o f  d ed u c tio n s  in  certa in  
cases. For disallowance o f certain chari­
table, etc., deductions otherw ise allowable 
under th is  paragraph, see sections 503 and  
681.

*  *  *  *  *

(3) E xem ption — (A) G enera l ru le . An ex ­
em ption of $2,000.

(B) R esid en ts  o f  possessions o f th e  IJnited  
S ta tes . In  th e  case o f a decedent who is 
considered to  be a “nonresident n o t a citizen  
of th e  U nited S tates” under th e  provisions 
of section 2209, th e  exem ption shall be th e  
greater of (1) $2,000, or (ii)  th a t proportion  
of the exem ption authorized by section 2052 
w hich th e  value o f th a t part o f th e  dece ­
d en t’s gross estate w hich a t th e  tim e of h is  
death is situated  in  th e  U nited  States bears 
to th e  value o f h is entire gross estate wher ­
ever situated.

$  #  sfc *  aft

[Sec. 2106 as am ended by sec. 30 (d ), T ech ­
n ical Am endm ents Act 1958 (72 Stat. 1631); 
sec. 4 (c ) , Act of Sept. 14, 1960 (Pub. Law 
86-779,74 Stat. 1000) ]

Par . 14. P a ra g ra p h s  (a ) (3 )  a n d  (c) of 
§ 20.2106-1 a re  am ended  to  re a d  as 
follows:

§ 2 0 .2 1 0 6 —1 Estates o f  nonresidents not 
citizen s; taxable esta te; deductions i n . 
general.

(a) * * *
(3) (i) I n  th e  case of a  deceden t w ho 

is considered to  be a  “n o n res id en t n o t a  
c itizen  of th e  U n ited  S ta te s” u n d e r th e  
provisions of section  2209, a n  exem ption  
w hich  is th e  g re a te r  of (a ) $2,000 or
(b) th a t  p ro p o rtio n  of $60,000 (th e  ex ­
em ption  au th o rized  by sec tion  2052) 
w hich  th e  value o f th a t  p a r t  of th e  d e ­
ced en t’s  gross e s ta te  w h ich  is s itu a te d  in  
th e  U nited  S ta te s  a t  th e  tim e of h is  d e a th  
bears  to  th e  value of th e  d eceden t’s e n ­
t i re  gross e s ta te  w herever situ a ted .

(ii) I n  th e  case of every o th e r  dece ­
d e n t who w as a  n o n res id en t n o t a  c itizen  
of th e  U n ited  S ta te s  a t  th e  tim e  of h is  
d ea th , a n  exem ption  of $2,000, unless a  
d e a th  ta x  convention  provides fo r a n ­
o th e r  am oun t, such  as a  p ro ra te d  ex ­
em ption  s im ila r to  t h a t  described  in  su b ­
division (i) (b) of th is  su b p arag rap h .

* * ' * * *

(c) (i) T h e  exem ption  described in  
p a ra g ra p h  (a) (3) (i) of th is  sec tion  m ay  
be illu s tra te d  by th e  follow ing exam ple:

E xam ple. The decedent, who died on Oc­
tober 1, 1960, is considered to  be a nonresi­
d ent n ot a c itizen  o f th e  U nited States by  
reason of th e  provisions o f section  2209. He 
was a resident o f th e  Virgin Islands and h is  
entire gross estate wherever situated  included  
bonds valued a t $45,000, w hich were situated  
in  th e  Virgin Islands, and shares o f U nited  
States corporations valued a t $30,000 (prop ­
erty situated  in  th e  U nited  States under sec ­
t io n  2104). The am ount described in  para­
graph (a) (3) (i) (b ) of th is  section  is $24,000, 
com puted as fo llow s: -

$30,000 (value o f property 
in  U n ited  States)

»75.000 (value o f entire X «0 .000=»ii4 ,000
gross e s t a t e  wherever
situated )

Sinoe th e  am ount so com puted exceeds 
$2,000, th e  exem ption to  be allowed th e  de ­
cedent’s estate is $24,000.

(ii) I n  connection  w ith  th e  provisions 
of section  2106(c), see p a ra g ra p h  (a) (3)

of § 20.2104-1 a n d  p a ra g ra p h  (d) of 
§ 20.2105-1.

P a r . 15. S ection  20.2202 is am ended 
a n d  a  h is to rica l n o te  added  to  re a d  as 
follows:

§ 2 0 .2 2 0 2  Statutory provisions; m is ­
sionaries in  fore ign  service.

Se c . 2202. M issionaries in  fo reign  service . 
M issionaries duly  com m issioned and serving 
under boards of foreign m issions of the  
various religious d enom inations in  th e  U nited  
States, dying w hile In th e  foreign m issionary  
service o f such boards, shall n ot, by reason  
merely of their in ten tion  to  perm anently  
rem ain in  such  foreign service, be deem ed  
nonresidents of th e  U nited States, b u t shall 
be presum ed to  be residents o f th e  S tate  or 
th e  D istrict o f Colum bia w herein th ey  re ­
spectively  resided a t th e  tim e of their com ­
m ission and their departure for such  foreign  
service.

[Sec. 2202 as am ended by sec. 2 2 (a ), Alaska 
Om nibus A ct (73 Stat. 146); sec. 18(b ), Ha­
w aii O m nibus Act (74 S ta t 416) ]

P a r . 16. Im m ed ia te ly  a f te r  § 20.2207-1 
in se r t th e  follow ing new  sections:

§ 2 0 .2 2 0 8  Statutory provisions; certain  
residents o f  possessions considered  
citizens o f  the U nited States.

Se c , 2208. C erta in  re s id en ts  o f possessions  
con sidered  c itiz e n s  o f th e  U n ited  S ta te s . A 
decedent w ho was a citizen  of th e  U nited  
States and a resident of a possession thereof 
at th e  tim e o f h is death shall, for purposes 
of th e  tax im posed by th is  chapter, be con ­
sidered a “c itizen ” o f th e  U nited  S tates w ith ­
in  th e  m eaning o f th a t term  wherever used  
in  th is  t it le  u n less he acquired h is  U nited  
States c itizensh ip  solely  by reason o f (1) h is  
being a c itizen  o f such possession o f th e  
U nited States, or (2) h is  b irth  or residence  
w ith in  such  possession o f th e  U nited States.

[Sec. 2208 as added by sec. 102(a), T echnical 
A m endm ents Act 1958 (72 S ta t 1674) ]

§ 2 0 .2 2 0 8 —1 Certain residents o f  pos ­
sessions considered citizens o f  the  
U nited States.

As used  in  th is  p a r t ,  th e  te rm  “citizen  
of th e  U n ited  S ta te s ” is considered  to  
in c lu d e .a  d eceden t dying  a f te r  S ep tem ­
be r 2, 1958, who, a t  th e  tim e  of h is  d e a th , 
was dom iciled in  a  possession of th e  
U n ited  S ta te s  a n d  w as a  U n ited  S ta te s  
citizen, a n d  who d id  n o t acqu ire  h is  
U nited  S ta te s  c itizensh ip  solely  by reaso n  
of h is  being a  c itizen  of su ch  possession 
o r by reaso n  of h is  b ir th  o r residence 
w ith in  su ch  possession. T h e  e sta te  of 
su ch  a  deceden t is, th e re fo re , su b jec t 
to  th e  ta x  im posed by sec tion  2001. 
See p a ra g ra p h  (a) (2) of § 20.0-1 a n d  
§ 20.2209-1 fo r fu r th e r  in fo rm a tio n  r e ­
la tin g  t<f th e  app lica tio n  of th e  F ed era l 
e s ta te  ta x  to  th e  e sta te s  of deceden ts 
w ho w ere re sid en ts  of possessions of th e  
U nited  S ta tes. T h e  ap p lica tio n  of th is  
section  m ay  be illu s tra te d  by th e  follow ­
ing exam ple a n d  th e  exam ples se t fo r th  
in  § 20.2209-1:

E xam ple. A, a c itizen  of th e  U nited States 
by reason o f h is b irth  in  th e  U nited  States  
a t San Francisco, established residence in  
Puerto Rico and acquired a Puerto Rican  
citizensh ip . A died on Septem ber 4, 1958, 
w hile a  c itizen  and dom iciliary of Puerto  
Rico. A’s estate is, by reason o f the pro ­
v isions o f section  2208, subject to  th e  tax  
im posed by section  2001 inasm uch as h is 
U nited States c itizensh ip  is based on birth  
in  th e  U nited  States and is n o t based solely  
o n  being a citizen  of a possession or so lely  
on  birth  or residence in  a possession.
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§ 2 0 .2 2 0 9  Statutory provisions; certain  
residents o f  possessions considered  
nonresidents not citizens o f  the  
U nited States.

Se c . 2209. C erta in  res id en ts  o f possessions  
con sidered  n o n res id en ts  n o t c itiz e n s  Of th e  
U n ited  S ta tes . A decedent who was a c itizen  
of the U nited States and a resident of a pos ­
session thereof at th e  tim e o f h is death shall, 
for purposes o f th e  tax im posed by th is chap ­
ter, be considered a “nonresident not a c it i ­
zen  o f the U nited  States” w ith in  th e  m ean ­
ing o f th a t term  wherever used in  th is  title , 
b u t on ly if  such  person acquired h is U nited  
States citizensh ip  solely by reason o f (1) h is  
being a citizen  o f such possession of th e  
U nited States, or (2). h is b irth or residence  
w ith in  such  possession of th e  U nited States.

[Sec. 2209 as added by sec. 4 ( b ) , Act of Sept. 
14, 1960 (Pub- Law 86-779, 74 Stat. 999)]

§ 2 0 .2 2 0 9 —1 Certain residents o f  pos ­
sessions considered nonresidents not 
citizens o f  the U nited States.

As used  in  th is  p a r t, th e  te rm  “n o n ­
re s id en t n o t a  c itizen  of th e  U nited  
S ta te s” is considered  to  inc lude  a  dece ­
d e n t dying  a f te r  S ep tem ber 14,1960, who, 
a t  th e  tim e  of h is  d ea th , w as dom iciled 
in  a  possession of th e  U n ited  S ta te s  an d  
w as a  U n ited  S ta te s  citizen , a n d  w ho a c ­
qu ired  h is  U n ited  S ta te s  c itizensh ip  
solely  by reaso n  of h is  being a  c itizen  of 
such  possession o r by reaso n  of h is  b ir th  
o r  residence w ith in  such  possession. 
T h e  e s ta te  of such  a  deceden t is, th e re ­
fo re , su b jec t to  th e  ta x  im posed by sec ­
t io n  2101 w hich  is th e  ta x  app licab le  in  
th e  case of a  “n o n res id en t n o t a  c itizen  
o f th e  U n ited  S ta te s .” See p a ra g ra p h
(a ) (2 )  of §20.0-1 a n d  § 20.2208-1 fo r 
f u r th e r  in fo rm a tio n  re la tin g  to  th e  a p ­
p lica tio n  of th e  F ed e ra l e s ta te  ta x  to  th e  
e s ta te s  of deceden ts w ho w ere resid en ts  
of possessions o f th e  U n ited  S ta te s . T h e  
ap p lica tio n  of th is  sec tion  m ay  be il ­
lu s tra te d  by th e  follow ing exam ples an d  
th e  exam ple se t fo r th  in  § 20.2208-1. In  
each  of th e  follow ing exam ples th e  dece ­
d e n t is deem ed a  “n o n res id en t n o t a  
c itizen  of th e  U n ited  S ta te s” a n d  h is  es ­
t a te  is su b jec t to  th e  ta x  im posed by sec ­
t io n  2101 since th e  deceden t d ied  a f te r  
S ep tem b er 14, 1960, b u t w ould n o t have 
been  so deem ed a n d  su b jec t to  such  ta x  
i f  th e  d eceden t h a d  d ied on  o r before 
S ep tem ber 14, 1960.

E xam ple  (1 ) .  C, w ho acquired h is U nited  
S tates citizen sh ip  under section  5 o f the Act 
o f March 2, 1917 (39 Stat. 953), by reason of 
being a c itizen  o f Puerto Rico, died in  Puerto  
R ico o n  October 1, 1960, w hile dom iciled  
therein. C is considered to  have acquired h is  
U nited States citizensh ip  solely  6y reason of 
h is being a c itizen  o f Puerto R ico#

E xam ple  (2) .  E, w hose parents were 
United' S tates c itizens by reason - of th eir  
birth  in  B oston, was born in  the Virgin Is ­
lands o n  March 1, 1927. On Septem ber 30, 
1960, he died in  th e  V irgin Islands w hile dom ­
iciled  therein . E is considered to  have ac ­
quired h is  U nited  States c itizensh ip  solely  
by reason o f h is b irth  in  th e  Virgin Islands 
(section  306 o f th e  Im m igration and Na ­
tion a lity  Act (66 S ta t. 237, 8 U.S.O. 1406)).

E xam ple  (3 ) . N, who acquired U nited  
States c itizensh ip  by reason o f being a n a ­
tive  of th e  Virgin Islands and a resident 
thereof on  June 28, 1932 (section  306 of th e  
Im m igration and N ationality  A ct (66 Stat. 
237, 8 U.S.C. 1406) ) ,  died on  October 1, 1960, 
w hile dom iciled in  th e  Virgin Islands. N is  
considered to  have acquired h is U nited States 
citizensh ip  solely  by reason o f h is b irth or 
residence in  the V irgin Islands.

E xam ple  (4 ) .  P, a former D anish citizen , 
w ho on  January 17, 1917, resided in  th e  Vir­
g in  Islands, m ade th e  declaration to  preserve 
h is  D anish citizensh ip  required by Article 6 
o f th e  treaty entered in to  on  A ugust 4 ,  1916, 
betw een th e  U nited  States and Denmark. 
Subsequently P acquired U nited  States c it i ­
zensh ip  w hen  he renounced such  declaration  
before a court o f record (section  306 of the  
Im m igration arid N ationality  Act (66 Stat. 
237, 8 U.S.C. 1406)). P died on October 1, 
1960, ¿while dom iciled in  th e  Virgin Islands.
P  is considered to  have acquired h is U nited  
States c itizensh ip  solely by reason of h is  
birth  or residence in  th e Virgin Islands.

E xam ple  (5) .  R, a form er French citizen , 
acquired h is  U nited  States citizenship  
through naturalization  proceedings in  a 
court located in  th e Virgin Islands after 
having qualified for citizensh ip  by residing in  
th e  Virgin Islands for 5 years. R died on  
October 1, 1960, w hile dom iciled in  the Vir­
g in  Islands. R is considered to  have acquired 
h is U nited States citizensh ip  solely  by rea ­
son of h is  birth or residence w ith in  the  
Virgin Islands.

P a r . 17. S ection  20.6163 is am ended 
an d  a  h is to rica l n o te  added  to  read  as 
follows:

§ 2 0 .6 1 6 3  Statutory provisions; exten ­
sion  o f  tim e for paym ent o f  estate  
tax on  value o f  reversionary or re ­
m ainder interest in  property.

Se c . 6163. E xten sion  o f tim e  fo r p a y m e n t  
of e s ta te  ta x  on  va lu e  o f  reversionary or re ­
m a in d er in te re s t in  p ro p er ty— (a) E xtension  
p e rm itte d . I f th e  value o f a reversionary or 
rem ainder in terest in  property is included  
under chapter 11 in  th e  value of th e  gross 
estate, th e  paym ent of th e  part o f th e  tax  
under chapter 11 attributable to  such  in ter ­
e s t  may, a t th e  election  o f th e  executor, be 
postponed u n til 6 m onths after th e term ina ­
tion  of th e  precedent in terest or in terests in  
th e property, under such regulations as the  
Secretary or h is  delegate m ay prescribe.

(b) E xten sion  to  p re v e n t u n d u e  h ardsh ip . 
If th e  Secretary or h is delegate finds th a t  
th e  paym ent o f th e  tax a t th e  expiration of 
th e  period of postponem ent provided for in  
subsection  (a) w ould  result in  undue hard ­
sh ip  to  th e estate, he m ay extend th e  tim e  
for paym ent for a  reasonable period not in  
excess of 2 years from  th e  expiration of 4tich  
period o f postponem ent.

(c ) Cross references— (1) In te re s t. For 
provisions requiring th e  paym ent of in terest 
for th e  period of such extension, see section  
6601(b).

(2) S ecu rity . For authority  of the Secre­
tary or h is delegate to  require security in  
th e  case of such  extension, see section 6165.

[Sec. 6163 as am ended by sec. 6 6 ( b ) ( 1 ) ,  
Technical A m endm ents Act 1958 (72 Stat. 
1658)]

P a r . 18. P a ra g ra p h  (a) of § 20.6163-1 
is am ended  to  read  as follows:
§ 2 0 .6 1 6 3 -1  E xtension  o f  tim e for pay ­

m ent o f  estate tax on  value o f  rever­
sionary or rem ainder interest in  
property.

(a) I n  case th e re  is included  in  th e  
gross e s ta te  a  reversionary  o r rem a in d e r 
in te re s t in  p ro p erty , th e  p ay m en t of th e  
p a r t  of th e  ta x  a ttr ib u ta b le  to  t h a t  in ­
te re s t m ay, a t  th e  e lection  of th e  execu ­
to r , be postponed  u n til  six  m o n th s  a f te r  
th e  te rm in a tio n  of th e  p reced en t in te re s t 
o r  in te re s ts  in  th e  p ro p erty . I n  add ition , 
if  th e  p reced en t in te re s t o r in te re s ts  te r ­
m in a te d  a f te r  M arch  2, 1958, a n d  if  th e  
d is tr ic t d irec to r finds t h a t  th e  p ay m en t 
o f th e  ta x  a t  th e  ex p ira tio n  of th e  period 
of po stp o n em en t described  in  th e  p re ­
ced ing  sen tence  w ould re su lt  in  u n due  
h a rd sh ip  to  th e  e sta te , h e  m ay  ex tend

th e  tim e fo r paym en t for a reasonable 
period  o r periods n o t to exceed in all 2 
years from  th e  expiration  of the period of 
postponem ent. See paragraph (b) of 
§ 20.6161-1 fo r th e  meaning of the term! 
“u n due  h a rd sh ip ”. An example of unduel 
h a rd sh ip  is a  case where, by reason of 
th e  tim e requ ired  to  settle the complex 
issues involved in  a  tru st, the decedent’s 
he irs  o r beneficiaries cannot reasonably 
expect to  receive th e  decedent’s remain­
de r in te re s t in  th e  tru s t before the ex­
p ira tio n  of th e  period of postponement. 
T h e  ex tension  will be granted only in 
th e  m a n n e r provided in paragraph (c)j 
of § 20.6161-1 (except th a t the applica­
tio n  m u st be filed w ith  the district direc-j 
to r  on  o r before th e  expiration of the] 
period  of postponem ent elected under 
section  6 1 6 3 (a)) ,  and  the amount of the 
ta x  fo r w h ich  th e  extension is granted] 
w ith  th e  ad d itions thereto , shall be paid 
on  o r before th e  expiration of the period] 
of ex tension  w ithou t the necessity of] 
no tice  a n d  dem and  from  the district di-j 
rec to r. T h e  provisions of this section] 
a re  lim ited  to  cases in  which the rever-l 
s ionary  o r rem ainder interest is included 
in  th e  deceden t's gross estate as sued 
a n d  does n o t extend to cases in which] 
th e  deceden t crea tes future interests by 
h is  own te s tam en ta ry  act.

P a r . 19. P a ra g ra p h  (a) of § 20.6165-1 
is am ended  to  read  as follows:

§ 2 0 .6 1 6 5 —1 Bonds where lime to pay 
tax or deficiency has been extended!

(a) E xtensions under sections 
and 6163(b) o f tim e to pay tax or de-l 
ficiency. I f  a n  extension of time fori 
p ay m en t of ta x  or deficiency is granted 
u n d e r section  6161 or 6163(b), the dis-T 
tr ic t  d irec to r m ay, if he deems it neces-j 
sary , requ ire  th e  executor to furnish t 
bond fo r th e  paym ent of the amount “¡1 
respect of w hich  th e  extension is granted 
in  accordance w ith  the  terms of the eij 
tension . However, such bond shall na 
exceed double th e  am ount with respect w 
w hich  th e  extension is granted, njl 
o th e r  provisions relating to bonds re-j 
qu ired  w here extensions of time to 
e s ta te  tax es  or deficiencies are 
u n d e r sections 6161 and 6163(b) . see 
reg u la tio n s u n d er section 
in  P a r t  301 of th is  chapter (Regulation̂  
on P rocedure  an d  Administration).

P a r . 20. Section 20.6325 is amei , 
an d  a  h is to rica l note added to read aj| 
follow s:
§ 2 0 .6 3 2 5  Statutory provisions; «1^1 

o f lien  or partial discharge of P«#| 
erty. .J

S e c . 6325. Release of 
charge o f property— (a) Release / J

(1) L ia b ility  satisfied or tJ
The Secretary or b is deiegatejmd8 ^ J  
liab ility  for the amount asses ^ , beJ  
w ith  all in terest in  respect thereoi^ a 
fu lly  satisfied or has become |  
forceable; or

Subject to fed

J g a t e  m a y  t ' " ' ”------- - o f
sgate may issue a Object to aij
m y or a ll of t t o  F «  S t f H  
i im posed by section 63 bllity secur«H 
iis delegate f in d s t lia * H i satisfied or P*f 
such lien  has been fully saw
ed for.
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(d) Sfeet of certifica te o f  release  or d is -  
cluirae A certificate of release or o f d is ­
c h a r g e  is s u e d  under th is section sha ll be held  
conclusive that the lien  upon th e  property  
covered by the certificate is  extinguished.

(e) Cross references. (1) For single bond  
complying with the requirem ents of both  
subsection (a) (2) and section 6165, see sec ­
tion 7102.

(2) Por othér provisions relating to  bonds, 
see generally chapter 73.

(3) For provisions relating to su its to  en ­
force lien, see section 7403.

(4) For provisions relating to  su its to  
clear title to realty, see section 7424.

[Sec. 6325 as amended by sec. 77, Technical 
Amendments Act 1958 (72 Stat. 1662)]

[FU, Doc. 61-440; Filed, Jan. 18, 1961;
8:49 a.m .j

[T.D. 6530]

SUBCHAPTER D— M ISC E L L A N E O U S EX C ISE  T A X ES

PART 45— M ISC E L L A N E O U S ST A M P  

T A X E S

On July 16,1960, a  notice of proposed 
rule making with respect to  regu la tions 
under subchapters A, B, an d  C of c h a p ­
ter 36, subchapter F  of c h a p te r  38, su b ­
chapters B, C, D, and  P  of c h a p te r  39, 
chapter 40, and certa in  re la ted  ad m in ­
istrative provisions of sub title  P  of th e  
Internal Revenue Code of 1954 as in  e f ­
fect July 1, 1960, was published  in  th e  
Fed er a l  R e g is t e r  (25 F.R . 6762). A fter 
consideration of all such re lev an t m a t ­
ter as was presented by in te rested  p e r ­
sons regarding the rules proposed, th e  
regulations as so published a re  hereby 
adopted, subject to th e  changes se t fo r th  
below which include, am ong o thers, those 
changes required by sections 18 (i) an d  
18(j) of the Hawaii O m nibus Act (74 
Stat. 416):

Pa r a g r a ph  1. Parag raph  (a) o f  § 4 5 .-  
4455-1 is revised.

Par . 2. Paragraph (c) of § 45.4822-1 
is revised.

Par. 3. P aragraph  (c ) o f  § 45.4842  
I is revised.

Par. 4. P aragraph  (d) o f § 45.4901 
prevised.

Par. 5. Sections 45.6011(a), 45.60
. and 45.6011 (á) -7  a re  stricken . 

J ar. 6. Sections 45.6011 (a ) -1 , 45.60 
45 firm ,4^'6®11 (a)~3» 45.6011 ( a ) -4 , ai 
6 « are redesignated  §§ 45.600

560n 0?n '7’ 45-6001" 8’ 45-6001-9. a > »•6001-10 respectively.

a r  7. Paragraph (a) of § 45.6001- 
88 redesignated, is revised.

‘as Pa,r a&raph (a) of § 45.6001-1 
designated, is revised.

6001 i-, '„SeCti0nS 45.6001-11 a n d  4£

§45.6ooi-T0e added im m ediately a f t

is revised. P aragraph  (a) of § 45.6071

45,6091 is revised 1 
Par^12 q ! ! ? 10n (b) of section 60S 
Par 3' i 60? 01145-6091- 1 is revised.
Par! 14 In is  r e v ise d *

and do) of §45'7701- Paragraphs (I

N eal note fonín -77° 1(a) ’ an d  th e  h i 
revised. following section 7701, a:

(Sec. 7805, I.R.C. 68A Stat. 917; 26 U.S.C. 
7805)

[ s e a l ] C h a r l e s  I. Pox,
A ctin g  C om m issioner  

o f In te rn a l Revenue.

A pproved: J a n u a ry  13,1961.

F r e d  C. S c r i b n e r , J r .,
A ctin g  S ecre tary  o f th e  Treasury.

T he reg u la tio n s adop ted  u n d e r S ub ­
ch ap te rs  A, B, a n d  C of C h ap te r  36, S u b ­
c h a p te r  P  of C h a p te r  38, S u b ch ap te rs  B, 
C, D, an d  P  of C h a p te r  39, C h a p te r  40, 
an d  c e r ta in  re la te d  a d m in is tra tiv e  p ro ­
v isions of S u b title  P  of th e  In te rn a l 
R evenue Code of 1954 as in  effect Ju ly  
1, 1960 read  as follows:

Su b p a r t  A — In t r o d u c t io n
Sec.
45.0- 1 Introduction . ;
45.0- 2 General defin itions and use o f term s.
45.0- 3 Scope o f regulations.
45.0- 4 E xtent to  w hich th e  regulations in  

th is  part supersede prior regulations.

Su b p a r t  B— P l a y i n g C a r d s

45.4451 S tatutory provisions; im position of 
tax.

45.4451- 1 Im position, rate and application  
of tax. >

45.4452 Statutory provisions; defin ition of 
m anufacturer.

45.4452- 1 Who is a m anufacturer.
45.4453 Statutory provisions; exem ption in  

case o f exportation.
45.4453- 1 Exem ption in  case o f exportation.
45.4453- 2 Rem oval to  foreign-trade zones.
45.4454 Statutory provisions; liab ility  for 

tax.
45.4454- 1 L iability for tax.
45.4455 S tatutory provisions; registration.
45.4455- 1 M anufacturers to  register.
45.4456 Statutory  provisions; stam ps.
45.4456- 1 Stam ps for paym ent o f tax.
45.4456- 2 Purchase o f stam ps.
45.4456- 3 Affixing stam ps.
45.4456- 4 Abandoned or forfeited  playing  

cards.
45.4456- 5 C ancellation o f stam ps.
45.4456- 6 R edem ption o f stam ps.
45.4457 Statutory provisions; cross refer­

ences.
45.4457- 1 Cross references.

Su b p a r t  C— O c c u p a t io n a l  T a x  o n  C o in - O p e r a t e d  

D e v i c e s

45.4461 Statutory provisions; im position  o f 
tax.

45.4461- 1 Im position o f tax.
45.4461- 2 R ates o f tax.
45.4462 S tatutory provisions; defin ition  o f 

coin-operated am usem ent or gam ing  
device.

45.4462- 1 D efinition o f  coin-operated  
am usem ent or gam ing devices.

45.4463 Statutory provisions; adm inistra ­
tive  provisions; trade or business.

45.4463- 1 Cross references.

Su b p a r t  D — O c c u p a t io n a l  T a x  o n  B o w l i n g A l l e y s,  

Bi l l i a r d  a n d  Po o l  T a b le s *

45.4471 Statutory provisions; im position  of 
tax.

45.4471- 1 Im position  and rate o f tax.
45.4472 S tatutory provisions; definition.
45.4472- 1 D efinition o f bow ling alley, b il ­

liard room, and pool room.
45.4473 S tatutory provisions; exem ptions.
45.4473- 1 Exem ptions.
45.4474 Statutory provisions; cross refer­

ences.
45.4474- 1 Cross references.

Su b p a r t  E— O l e o m a r ga r i n e

45.4591 S tatutory provisions; im position of 
tax.

45.4591-1 Im position, Tate and paym ent o f 
and liab ility  for tax.

Sec.
45.4592(a) S tatutory provisions; defin itions.
45.4592 (a) -1  D efin ition  o f th e  term  “oleo ­

m argarine”.
45.4593(a) Statutory provisions; exem p ­

tions.
45.4593 (a ) -1  Exem ptions.

Su b p a r t  F— W h i t e  P h o sp h o r u s M a t c h e s

45.4801 Statutory provisions; Im position of 
tax.

45.4801- 1 Im position  and rate o f tax.
45.4802 S tatutory provisions; defin ition  of 

w hite  phosphorus.
45.4802- 1 D efin ition  o f w hite phosphorus.
45.4803 S tatutory provisions; stam ps.
45.4803- 1 Sale o f stam ps to  qualified m an u ­

facturer.
45.4804 S tatutory provisions; requirem ents  

on  m anufacturers.
45.4804- 1 Packing and stam ping o f w hite  

phosphorus m atches.
45.4804- 2 Factory num ber.
45.4804- 3 M anufacturer’s  sign.
45.4804- 4  Separate factories for taxable and  

nontaxable m atches.
45.4804- 5 Factory num ber required on each  

package.
45.4804- 6 C aution label.
45.4804- 7 M anufacturer’s bond.
45.4804- 8 R egistry by m anufacturer.
45.4804- 9 Inventory to  be m ade a t com ­

m encem ent o f business, on  Ju ly  1 o f  
each year, and a t th e  tim e o f closing.

45.4804- 10 D aily records.
45.4804- 11 Quarterly return.
45.4805 Statutory provisions; im portation  

and exportation.
45.4805- 1 Im portation and exportation o f  

m atches.
45.4806 S tatutory provisions; cross refer­

ences.
45.4806- 1 Cross references.

Su b p a r t  G— A d u l t e r a t e d  a n d  Pr oce ss o r  R e n o v a t e d  

Bu t t e r

T a x  o n  P r o d u c t s

45.4811 S tatutory provisions; im position  of 
tax.

45.4811- 1 Im position  and rate o f tax.
45.4812 S tatutory provisions; im portation  

of adulterated butter.
45.4812- 1 Im position  and rate o f tax.
45.4812- 2 R equ isition  for, affixing and can ­

celing  stam ps.
45.4812- 3 Packing and branding.
45.4813 Statutory provisions; stam ps.
45.4813- 1 M ethod o f paym ent.
45.4814 Statutory provisions; requirem ents  

applicable to  m anufacturers.
45.4814- 1 Packing and branding adulter ­

ated butter.
45.4814- 2 Marking process or renovated  

butter.
45.4814- 3 C aution notice; placem ent upon  

packages.
45.4814- 4 Factories.
45.4814- 5 Bonding.
45.4815(a) Statutory provisions; require ­

m ents applicable to  dealers; selling  re ­
quirem ents.

45.4815(a)-1  Selling and buying require­
m ents applicable to  adulterated butter.

45.4815(b) Statutory provisions; require­
m ents applicable to  dealers; books o f 

* w holesale dealers.
45.4816 Statutory provisions; exportation of 

adulterated butter.
45.4816- 1 Exem ption in  case o f exportation  

of adulterated butter.
45.4817 Statutory provisions; inspection  of 

process or renovated butter.
45.4817- 1 Inspection  o f process or , reno ­

vated butter.
45.4818 S tatutory provisions; adm inistrative  

decisions relating to  adulterated butter.
45.4818- 1 A dm inistrative decisions relating  

to  adulterated butter.
45.4819 Statutory provisions; cross refer­

ences.
45.4819- 1 Cross references.
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O c c u p a t i o n a l  T a x

Sec.
45.4821 Statutory provisions; im position of 

tax.
45.4821- 1 Im position and rate o f tax.
45.4821- 2 R equirem ents w ith  respect to  

m anufacturers o f adulterated butter or 
process or renovated butter.

45.4821- 3 R equirem ent w ith  respect to  
w holesale dealers in  adulterated butter.

45.4821- 4  Exem ptions as w holesale dealer.
45.4821- 5 R equirem ents w ith  respect to  re­

ta il dealers in  adulterated butter.
45.4821- 6 L iability in  particular situations.
45.4822 Statutory provisions; cross refer­

ences.
45.4822- 1 Cross references.
45.4826 Statutory provisions; definitions.
45.4826- 1 B utter defined.
45.4826- 2 A dulterated butter classified.
45.4826- 3 Preservatives.
45.4826- 4 Ladled butter.
45.4826- 5 Process or renovated butter.

Su b p a r f  H — F i l le d  Ch e e se  

T a x  o n  P r o d u c t s

45.4831 S tatutory provisions; im position of 
tax.

45.4831- 1 Im position  and rate of tax.
45.4832 Statutory provisions; stam ps.
45 .4832- 1 Affixing an d  ca n ce lin g  o f  stam p s.
45.4832- 2 Em ptied packages.
45.4832- 3 Other stam p provisions.
45.4833 Statutory  provisions; requirem ents  

applicable to  m anufacturers.
45.4833- 1 R equirem ents applicable to  m anu ­

facturers.
45.4833- 2 Factories.
45.4833- 3 Bonding.
45.4834 Statutory provisions; requirem ents  

applicable to  w holesale an d  retail dealers.
45.4834- 1 Signs to  be displayed by w hole ­

sale and retail dealers.
45.4834- 2 Packaging requirem ents.
45.4834- 3 Branding requirem ents.
45.4836 Statutory  provisions; cross refer­

ences.
45.4836-1 Cross references.

O c c u p a t i o n a l  T a x

45.4841 S tatutory provisions; im position  of 
tax.

45.4841- 1 Im position  and rate of tax.
45.4841- 2 A pplicability o f tax.
45.4841- 3 L iability o f w holesale dealers and  

retail dealers for special tax. .
45.4841- 4 Storing filled cheese.
45.4842 Statutory provisions; cross refer­

ences.
45.4842- 1 Cross references.
45.4846 Statutory provisions; definitions.
45.4846- 1 D efinitions.
45.4846- 2 Cross reference.

Su b p a r t  I— Co n t r a c t s o f  Sa l e  o f  Co t t o n  f o r  Fut ure  

D e l iv e r y

45.4851 Statutory provisions; im position of. 
tax.

45.4851- 1 Im position and rate o f tax.
45.4851- 2 L iability  for tax.
45.4852 Statutory  provisions; definition.
45.4852- 1 D efinitions.
45.4853 Statutory provisions; form  and  

valid ity  o f contracts.
45.4853- 1 Form and valid ity  o f contracts. *
45.4854 Statutory provisions; cotton  stand ­

ards.
45.4861 Statutory provisions; sp ot cotton.
45.4861-1 Exem ption of spot cotton .
45.4862 Statutory provisions; defin ition  of 

bona fide spot m arkets.
45.4863 S tatutory provisions; basis grade 

contracts.
45.4863- 1 Exem ption o f basis grade con ­

tracts, tendered grade contracts, and  
specific grade contracts.

45.4864 S tatu tory provisions; tendered  
grade contracts.

45.4864- 1 Exem ption of tendered grade con ­
tracts.

Sec.
45.4865 S tatutory provisions; specific grade 

contracts.
45.4865-1 Exem ption o f specific grade con ­

tracts.
45.4871 Statutory provisions; m ethod of 

paym ent.
45.4871- 1 M ethod of paym ent.
45.4872 S tatutory provisions; collection and  

enforcem ent.
45:4872-1 Records o f contracts o f sale of 

cotton  for future delivery.
45.4872- 2 Records to  be kept by cotton  clear­

ing associations.
45.4872- 3 Form  of record.
45.4872- 4 Records to  be kept in  separate 

books and open for inspection.
45.4872- 5 R eturn to  be made by persons 

dealing in  fu ture contracts.
45.4872- 6 R eturns to  be m ade by clearing  

associations.
45.4872- 7 Persons fa lling  to  make return, 

d istrict director authorized to  do so.
45.4873 Statutory provisions; liab ility  of 

principal for acts o f agent.
45.4874 Statutory provisions; im m unity of 

w itnesses.
45.4875 Statutory provisions; operation of 

State laws.
45.4876 S tatutory provisions; reports of 

Secretary o f Agriculture.
45.4877 Statutory provisions; cross refer­

ences.
45.4877-1 Cross references.

Su b p a r t  J— Si lv e r  Bu l l io n

45.4891 Statutory provisions; im position  of 
tax.

45.4891- 1 Im position o f tax.
45.4891- 2 R ate and application of tax.
45.4892 S tatutory provisions; definitions.
45.4892- 1 D efinitions.
45.4892- 2 Expired provisions.
45.4893 Statutory provisions; liab ility  for 

tax.
45.4893- 1 L iability  for th e  tax.
45.4894 Statutory provisions; abatem ent or 

refund.
45.4894- 1 A batem ent or refund of tax a t ­

tributable to  profits realized in  course 
of regular business.

45.4894- 2 A batem ent or refund of tax  a t ­
tributable to  profits realized in  connec ­
t io n  w ith  transactions in  silver foreign  
exchange.

45.4894- 3 Procedure; abatem ent of tax paid  
by stam ps on  mem orandum .

45.4894- 4 Procedure; abatem ent of tax  
show n on  return.

45.4894- 5 D isallow ance of claim .
45.4894- 6 Claim for refund.
45.4894- 7 Form of claim .
45.4895 S tatutory provisions; stam ps, m em ­

orandum , etc.
4 5 .4895- 1 Affixin g  o f stam p s.
45.4895- 2 Silver tax  stam ps Issued.
45.4895- 3 W here stam ps m ay be purchased  

and where requisition form s for th e  pur­
chase o f stam ps m ay be obtained.

45.4895- 4  Use of stam ps.
. 45.4895-5 M em orandum  of transfer.

45.4895- 6 A ction of d istrict director; can ­
cellation  o f stam ps.

45.4895- 7 P aym ent by producers and reg­
istered dealers.

45.4895- 8 Records.
45.4896 Statutory provisions; applicability  

of tax.
45 .4896- 1 A p p lica b ility  o f tax .
45.4897 Statutory provisions; cross refer- 

' ences.
45.4897- 1 Cross references.

Su b p a r t  K — G e n e r a l  P r o v i si o n s R e l a t in g t o  

O c c u p a t io n a l  T a x e s

45.4901 Statutory provisions; paym ent of 
tax.

45.4901- 1 Paym ent o f special tax.
45.4902 S tatutory provisions; liab ility  o f 

partners.
45.4902- 1 Partnership liab ility .

Sec.
45.4903 Statutory provisions; liability in

case o f business in  more than one loca, 
tion .

45.4903- 1 Each place taxable.
45.4904 S tatutory provisions; liability in

case o f different businesses of same own­
ership and location.

45.4904- 1 Each business taxable.
45.4905 S tatutory provisions; liability in

case o f death  or change of location.
45.4905- 1 Change of ownership.
45.4905- 2 Change of address.
45.4905- 3 L iability for failure to register 

change.
45.4906 Statutory provisions; application of 

State laws.
45.4906- 1 State laws applicable.
45.4907 S tatutory provisions; Federal agen­

cies or instrum entalities.
45.4907- 1 Federal agencies or instrumen­

ta lities.

Su b p a r t  L— A d m i n ist r a t i v e  Provisions

45.6001 Statutory provisions; notice or reg­
u lations requiring records, statements, 
and special returns.

45.6001- 1 R ecordsin  general.
45.6001- 2 Records required to be kept by 

m anufacturers of adulterated 'butter, 
process or renovated butter, or filled 
cheese.

45.6001- 3 Records required to be kept by 
w holesale dealers in  adulterated butter.

45.6001- 4  Records required to be kept by 
w holesale dealers in  filled cheese.

45.6001- 5 Cross references.
45.6001- 6 R eturns in  general.
45.6001- 7 Inventories required of manu­

facturers.
45.6001- 8 Quarterly return by manufac­

turer or importer of playing cards.
45.6001- 9 Quarterly return by manufacturer 

of adulterated butter, process or reno­
vated butter, or filled cheese.

45.6001- 10 Quarterly return by wholesale 
dealers in  adulterated butter or filled 
cheese.

45.6001- 11 R eturns relating to special taxes.
45.6001- 12 Cross references.
45.6061 Statutory provisions; signing of re­

turns and other documents.
45.6061-1 S igning o f returns and other doc­

um ents.
45,6065 S tatutory provisions; verification of 

returns.
45.6065-1 Verification of returns.
45.6071 Statutory provisions; time for filing 

returns and other documents.
4 5 .6 0 7 1 -  1 Tim e for filing returns or otner 

docum ents.
45.6071- 2 Special taxes.
45.6071- 3 Last day for filing.
45.6081 (a) Statutory provisions; extension, 

of tim e for filing returns.
45.6081 ( a ) - l  Extension of time for fin s

45.6091 S ta tu to ry  provisions; place for filing 
retu rn s or o th er  docum ents.

45.6091- 1 Place for filing special tax retur •
45.6091- 2 Place for filing memorandum 

returns relating to  silver bullion^
4 5 .6 1 0 1  S ta tu to ry  provisions; perioa

by returns or other d ocu m en ts. __
4 5 .6 1 0 1 -1  P e rio d  covered  by returns or

docum ents. x,„,0 «„d place
45.6151 Statutory provisions; time a P 

for paying tax shown °?  special
45.6151-1 Tim e and place for paying i*

taxes. exten-
4 5 .6 1 6 1  (a) ( 1 )  Statutory provisions,

sion  o f tim e for paying tax. ^y.
45.6161(a) (1 )-1  Extension of time

« r S S S *  *45.6805 Statutory provisions, red P
stam ps. ... noting occu-

45.6806 Statutory provisions, P08
patlonal tax  stamps. . posted.

45.6806-1 Special tax stamp to w ^
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gag
45.7011 Statutory provisions; r e g is t r a t io n -  

persons paying a sp ec ia l tax.
45.7011-1 R egistrations— persons p ay in g  a

special tax.
45.7011-2 Registration in  case o f  ch an ge o f  

ownership or location .
457011-3 Registration; other  req u irem en ts.
457208 Statutory provisions; offenses r e la t ­

ing to stamps.
45.7209 Statutory provisions; unauthorized  

use or sale of stam ps.
45.7233 Statutory provisions; failure to  pay, 

or attempt to  evade paym ent of, tax on  
cotton futures, and other violations.

45.7234 Statutory provisions; v io la tio n s of 
laws relating to  oleom argarine or adul­
terated butter operations.

45.7234-1 Violations of laws relating to  oleo ­
margarine or adulterated butter opera­
tions.

45.7235 Statutory provisions; vio lation of 
laws relating to adulterated butter and  
process or renovated butter.

45.7236 Statutory provisions; vio lation of 
laws relating to filled cheese.

45.7239 Statutory provisions; vio lation of 
laws relating to w hite phosphorus 
matches.

45.7268 Statutory provisions; penalties re­
lating to cotton futures.

45.7264 Statutory provisions; offenses re ­
lating to renovated or adulterated butter.

45.7265 Statutory provisions; other offenses 
relating to oleomargarine or adulterated  
butter operations.

45.7265-1 Other offenses relating to  oleo ­
margarine or adulterated butter opera­
tions.

45.7266 Statutory provisions; offenses re ­
lating to filled cheese.

45.7267 Statutory provisions; offenses re ­
lating to white phosphorus m atches.

45.7271 Statutory provisions; penalties for 
offenses relating to stamps.

45.7272 Statutory provisions; penalty for
failure to register.

45.7273(a) Statutory provisions; penalties 
for offenses relating to  special taxes; 
general rule.

45.7274 Statutory provisions; penalty ft 
offenses relating to  w hite phosphori 
matches.

45.7303 Statutory provisions; other proper! 
subject to forfeiture.

45.7326(a) Statutory provisions; disposals < 
forfeited or abandoned property in  sp< 
cial cases.

45.7328 Statutory provisions; confiscation < 
matches exported.

45.7492 Statutory provisions; enforceabilil 
°y ^tton futures contracts.

S?"® Statutory provisions; im m unity  < 
witnesses in cases relating to cotto  
futures.

45.7510 Statutory provisions; exem ptic 
from tax of domestic goods purchase

. for the United States.
*5.7510-1 Withdrawal of filled cheese an 

playing cards from factories, free of ta

45 n vL T * ™ 1 th e  U nited S ta te s- 
’ 3 vidence required to establis 

exemption.

4SVM.1-3 Branding-
nn»w«atUtory Provisions; supervision (

45 764̂  ,ati?ns of certain manufacturers. 
I X  _1 laW cubU ity .
45:7805 Provisions; definitions.

' S J E * * *  provisions: rules and re{

7805-1 P rom ulgation  o f re g u la tio n s . 

r n i d w ^ e c ^ R o l ^ t0 45-7805“1 Issue
26 U.S.C. 7805^’ I R C’ 1954: 68A S ta t- 91'

Subpar t  A — In t r o d u c t io n  

8 W'°~ 1 Introduction.

“¿ P a r t  Ô S f Ï Ï -  ^  régulât»  
ter 1 5 . Ä  4S' S ubchap ter D, 
w  !. Title 26 «854), Code o i l

R egulations) a re  d esignated  ‘‘M iscella ­
neous S ta m p  T ax  R eg u la tio n s”. T he 
reg u la tio n s re la te  to  th e  tax es  im posed 
by S u b ch ap te rs  A, B, a n d  C of C h ap te r 
36, S u b ch ap te r P  of C h ap te r 38, S ub ­
ch a p te rs  B, C, D, a n d  F  of C h ap te r 39 of 
th e  In te rn a l  R evenue Code of 1954, as 
am ended, a n d  to  c e r ta in  genera l p rov i ­
sions re la tin g  to  occupational tax es  co n ­
ta in e d  in  C h a p te r  40 of such  Code an d  to  
c e r ta in  re la te d  ad m in is tra tiv e  p rov i ­
sions of S u b title  F  of th e  Code. F o r a  
re fe ren ce  to  th e  various tax es  to  w hich  
th e  regu la tions in  th is  p a r t  re la te , see 
p a ra g ra p h  (b) of th is  section  an d  
§ 45.0-3. R eferences in  th ese  reg u la ­
tions to  th e  “In te rn a l  R evenue Code” or 
th e  “Code” a re  re ferences to  th e  In te rn a l 
R evenue Code of 1954, as am ended, u n ­
less o therw ise ind icated . R eferences to  
a  section  or o th e r  provision of law  a re  
references to  a  section  o r o th e r p rov i ­
sion of th e  In te rn a l  R evenue Code, as 
am ended, unless o therw ise  ind ica ted .

(b) D ivision o f regulations. T h e  re g ­
u la tio n s in  th is  p a r t  a re  divided in to  12 
subparts . S u b p a rt A con ta in s  p rov i ­
sions re la tin g  to  th e  a rra n g e m en t an d  
num bering  of th e  sections of th e  reg u la ­
tions in  th is  p a r t ,  g en era l defin itions 
an d  use of te rm s, scope of regu lations, 
an d  e x ten t to  w hich  th e  regu la tions in  
th is -p a r t  supersede p rio r  reg u la tio n s re ­
la tin g  to  th e  tax es  im posed by S u b ch ap ­
te rs  A, B, a n d  C of C h ap te r  36, S u b ch ap ­
te r  F  of C h ap te r 38, a n d  S u b ch ap te rs  B, 
C, D, a n d  F  of C h ap te r 39 of th e  In te rn a l 
R evenue Code. T h e  o th e r su b p a rts  of 
th e  reg u la tio n s in  th is  p a r t  a n d  th e  su b ­
je c t m a tte r  to  w hich  th ey  re la te  a re  as 
fo llow s:
Subpart B— Playing cards.
Subpart C—O ccupational tax on coin-oper ­

a ted  devices.
Subpart D—O ccupational tax on bowling a l ­

leys, billiard and pool tables.
Subpart E—Oleomargarine.
Subpart P—W hite phosphorus m atches. 
Subpart G— Adulterated and process or ren ­

ovated butter.
Subpart H—Filled  cheese.
Subpart I—C otton futures.
Subpart J—Silver bullion .
Subpart K—General provisions relating to

occupational taxes.
Subpart L—A dm inistrative provisions.

(c) A rra n g em en t an d  num bering . I n  
g enera l each  section  of th e  reg u la tio n s 
in  S u b p a rts  B th ro u g h  L is p receded by 
th e  section, subsection, o r p a ra g ra p h  of 
th e  In te rn a l  R evenue Code w hich  i t  in ­
te rp re ts . T h e  sections of th e  regu la tions 
can  read ily  be d istingu ished  from  sec ­
tions of th e  Code since—

<1) T h e  sections of th e  regu la tions 
a re  p r in te d  in  la rg e r type;

(2) T h e  sections of th e  regu la tions a re  
preceded by a  section  sym bol a n d  th e  
p a r t  num ber, a rab ic  n u m era l 45 followed 
by a  decim al p o in t (§ 45 .); an d

(3) T h e  sections of th e  Code a re  p re ­
ceded by “Sec.”.

E ach  section  of th e  regu la tions se tting  
fo r th  law  o r reg u la tio n s is designated  
by a  n u m ber com posed of th e  p a r t  n u m ­
b e r followed by a  decim al p o in t (45.) 
a n d  th e  n u m b er of th e  correspond ing  
provision  of th e  In te rn a l  R evenue Code. 
I n  th e  case of a  section  se ttin g  fo r th  
reg u la tions, th is  d esig n atio n  is followed 
by  a  h y p h en  (-)  a n d  a  n u m b er id en tify ­
in g  such  section.

§ 4 5 .0 —2 General defin itions and use o f  
term s.

As used in  th e  reg u la tio n s in  th is  p a r t, 
un less 'o therw ise expressly  in d ica ted —

(a) T h e  te rm s defined in  th e  p rov i ­
sions of law  co n ta in ed  in  th e  reg u la tio n s 
in  th is  p a r t  sh a ll h ave  th e  m ean ings so 
assigned to  th em .

(b) T h e  In te rn a l  R evenue Code of 
1954 m eans th e  Act approved  A ugust 16, 
1954 (68A S ta t . ) , e n titled  “An Act to  re ­
vise th e  in te rn a l revenue law s of th e  
U nited  S ta te s” , as am ended.

(e) D is tr ic t d irec to r m ean s d is tr ic t 
d irec to r of in te rn a l revenue.

(d) C a len d ar q u a rte r  m ean s a  period 
of 3 ca len d a r m o n th s  end ing  on  M arch  
31, Ju n e  30, S ep tem ber 30, or D ecem ber 
31.

§ 4 5 .0—3 Scope o f  regulations, 
cards.

T h e  reg u la tio n s in  th is  p a r t  re la te  to  
th e  tax es  im posed by S u b ch ap te rs  A, B, 
an d  C of C h ap te r  36, S u b ch ap te r F  of 
C h ap te r  38, a n d  S u b ch ap te r B, C, D, an d  
F  of C h ap te r 39 of th e  Code an d , except 
w here o therw ise specifically provided, 
have app lica tio n  as provided in  th e  fo l ­
low ing p a ra g ra p h s  :>

(a) S u b p a rt B . T he  reg u la tio n s in  
S u b p a rt B of th is  p a r t  re la te  to  p lay ing  
ca rd s  m a n u fa c tu red  o r im ported , a n d  
sold, or rem oved fo r consum ption  o r sale, 
by a  m a n u fa c tu re r  on  or a f te r  Ju ly  1, 
1960.

(b) S u b p a rt C. T h e  reg u la tio n s in  
S u b p a rt C of th is  p a r t  re la te  to  co in- 
op era ted  devices m a in ta in e d  fo r use by 
an y  p erson  on  o r a f te r  Ju ly  1, 1960.

(c) S u b p a rt D. T h e  reg u la tio n s in 
S u b p a rt D  of th is  p a r t  re la te  to  th e  op ­
e ra tio n  by a n y  p erson  of a  bowling alley, 
b illia rd  room , o r pool room  on  o r a f te r  
Ju ly  1, 1960.

(d) S u b p a rt E. T he reg u la tio n s in  
S u b p a rt E  of th is  p a r t  re la te  to  o leom ar ­
g a rin e  im ported  fro m  fo re ign  co u n tries  
on  or a f te r  Ju ly  1,1960.

(e) S u b p a rt F. T h e  reg u la tio n s in  
S u b p a rt F  of th is  p a r t  re la te  to  w hite  
phosphorous m a tch es  m an u fac tu red , 
sold, o r rem oved by th e  m a n u fa c tu re r  
on  or a f te r  Ju ly  1,1960.

(f) S u b p a rt G . T h e  reg u la tio n s in  
S u b p a rt G  of th is  p a r i  re la te  to  (1) 
a d u lte ra te d  a n d  process o r  ren o v a ted  
b u tte r  m a n u fa c tu red  o r sold o r rem oved 
fo r consum ption  o r use by th e  m a n u fa c ­
tu r e r  on  o r  a f te r  Ju ly  1, 1960, a n d  (2) to  
th e  occupational ta x  im posed on  (i) 
m an u fa c tu re rs , w holesalers, a n d  re ta il ­
e rs  w ho deal in  a d u lte ra te d  b u tte r  on  or 
a f te r  Ju ly  1, 1960, a n d  (ii) m a n u fa c ­
tu re rs  of process o r ren o v a ted  b u tte r  on 
or a f te r  Ju ly  1, 1960.

(g) S u b p a rt H. T he  reg u la tio n s in  
S u b p a rt H  of th is  p a r t  re la te  to  filled 
cheese m a n u fa c tu re d  or im ported  on  or 
a f te r  Ju ly  1, 1960, a n d  to  th e  occupa ­
tio n a l ta x  im posed o n  m an u fac tu re rs , 
w holesalers, a n d  re ta ile rs  who deal in  
filled cheese on  or a f te r  Ju ly  1,1960.

(h ) S u b p a rt I. T h e  reg u la tio n s of 
S u b p a rt I  of th is  p a r t  re la te  to  co n trac ts  
of sale of co tto n  fo r th e  fu tu re  delivery 
en te red  in to  on  o r a f te r  Ju ly  1,1960.

(i) S u b p a rt J . T h e  reg u la tio n s in  
S u b p a rt J  of th is  p a r t  re la te  to  tra n s fe rs  
of an y  in te re s t in  silver bullion  m ade on 
or a f te r  Ju ly  1, 1960.
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(j) S u b p a rt K . T h e  reg u la tio n s in  
S u b p a rt K  of th is  p a r t  deal w ith  th e  gen ­
e ra l provisions re la tin g  to  occupational 
tax es  co n ta in ed  in  C h ap te r 40 of th e  
Code an d  a re  app licable on o r a f te r  Ju ly  
1, 1960.

(k) S u b p a rt L. T h e  reg u la tio n s in  
S u b p a rt L  of th is  p a r t, w hich  a re  p re ­
scribed  u n d e r selected  provision  of su b ­
ti t le  P  of th e  Code, re la te  to  re fu n d s 
a n d  o th e r  ad m in is tra tiv e  provisions of 
special ap p lica tio n  to  th e  various tax es  
covered by  th e  reg u la tio n s in  th is  p a r t  
a n d  h av e  ap p lica tio n  in  resp ec t of an y

tra n sa c tio n  w ith in  th e  scope of an y  o th e r 
su b p a rt of th e  reg u la tio n s in  th is  p a r t.

§ 4 5 .0 —4 E xtent to  which the regulations 
in  th is part supersede prior regula ­
tions.

T h e  reg u la tio n s in  th is  p a r t ,  w ith  r e ­
spect to  th e  su b jec t m a tte r  w ith in  th e  
scope th ereo f, supersede th e  following 
reg u la tio n s a n d  such  reg u la tio n s as p re ­
scribed  a n d  m ade app licab le  to  th e  I n ­
te rn a l  R evenue Code by T reasu ry  D eci­
sion 6091, signed A ugust 16, 1954 (19 
P .R . 5167, A ugust 17, 1954):

Tax on playing cards-------- ~ .-------------------- -------------

Special taxes w ith  respect to  coin-operated am use ­
m ent and gam ing devices, bowling alleys, billiard  
tables, and pool tables.

Tax on w hite phosphorus m atches---------------------- - - -

Taxes on  oleom argarine, adulterated butter, and  
process or renovated butter.

Tax on filled cheese------------------ ---------------------------

Tax on contracts o f sale of cotton  for future delivery.

Tax on transfers o f in terests in  silver bu llion -----------

W ithdrawal o f filled cheese and playing cards, from  
factories, free of tax, for use of th e  U nited States.

Exportation w ith ou t paym ent of tax on  tobacco  
m anufacturers, oleom argarine, adulterated butter, 
m ixed flour, and playing cards; sh ipm ents to  pos ­
sessions o f th e  U nited States, and drawback on  
tobacco m anufactures and stills  exported, or 
shipped to  P uerto Rico or P hilippine Islands.

Rem ovals o f alcoholic liquors, tobacco products, and  
other articles of dom estic  m anufacture to  foreign- 
trade zones.

R egulations 66, 26 CPR (1939), Part 
305.

R egulations 59 (1941 ed it io n ), 26 CFR 
(1939), Part 323.

R egulations 32, 26 CPR (1939), Part 
300.

R egulations 9, (Revised April 1936), 
26 CPR (1939), Part 310.

R egulations 22 (Revised August 
1926), 26 CPR (1939), Part 301. 

R egulations 36 (1916 ed itio n ), 26 
CPR (1 9 3 9 ),Part 110.

R egulations 85, 26 CFR (1939), Part
112 .

R egulations 34, 26 CPR (1939), Part
450.

R egulations 73, 26 CPR (1939), P a rt
451.

R egulations 31, 26 CPR (1939), Part 
199, §§ 199.425 to  199.436, incl.

Su b p a r t  B— P l a y i n g  C a r d s

§ 4 5 .4 4 5 1  Statutory provisions ; im posi­
tion  o f  tax.

Se c . 4451. Im p o sitio n  o f tax . There shall 
be im posed a tax o f 13 cents per pack upon  
every pack o f p laying cards contain ing n o t  
more th a n  54 cards, m anufactured or im ­
ported, and sold, or removed for consum ption  
or sale, by a m anufacturer. T his tax  shall 
be in  addition to  any im port duties im posed  
on  su ch  articles o f foreign m anufacture.

[Sec. 4451 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .4 4 5 1 —1 Im position , rate and appli ­
cation o f  tax.

(a) Im p o sitio n  o f ta x . S ection  4451 
im poses a  ta x , app licab le  a s  se t fo r th  in  
p a ra g ra p h  (c) of th is  sec tion  a n d  a t  th e  
ra te s  show n in  p a ra g ra p h  (b) of th is  
section, o n  p lay ing  ca rd s  m a n u fa c tu red  
o r im ported , a n d  sold, o r rem ovèd fo r 
consum ption  o r sale, by a  m a n u fa c tu re r . 
T h e  ta x  on  p lay ing  ca rd s  accrues u p o n  
rem oval of th e  ca rd s  fro m  th e  fac to ry  
or p lace  w here  m ade, o r upon  th e  sale 
th e reo f p rio r  to  such  rem oval. F o r defi ­
n itio n  of th e  te rm  “m a n u fa c tu re r” , see 
section  4452 a n d  § 45.4452-1. F o r ru les 
re la tin g  to  duties, liab ilities a n d  resp o n ­
sib ilities in  resp ec t of th e  ta x  im posed by 
section  4451, see sections 4454 to  4456, 
inclusive, a n d  th e  reg u la tio n s th e re u n d e r  
in  th is  su b p a rt.

(b) R a te  o f ta x . T h e  ta x  is im posed 
a t  th e  r a te  of 13 cen ts  p e r p ack  upon  
each  p ack  of p lay ing  ca rd s  co n ta in in g  
n o t less th a n  2 n o r  m ore  th a n  54 cards. 
E ach  a d d itio n a l 54 ca rd s  o r  f ra c tio n  
th e reo f in  a  p ack  c o n s titu te s  a  new  pack

on w hich ta x  m u st be p a id  a t  th e  r a te  of 
13 cen ts  each. F o r exam ple, if  a  pack  
co n ta in s  120 ca rd s  i t  m u st be considered 
a s  co n s titu tin g  th re e  packs, tw o packs 
of 54 ca rd s  each  a n d  one pack  of 12 
cards, a n d  each  such  p ack  is su b jec t to  
ta x  a t  th e  r a te  of 13 cen ts  p e r  p ack  or 
a  to ta l  of 39 cents.

(c) A pplica tion  o f ta x — (1) In  gen ­
eral. T he  ta x  applies to  o rd in ary  p la y ­
ing  ca rd s  w h ich  a re  used in  p lay ing  
gam es of skill o r ch an ce  such  as “poker” , 
“bridge”, “p inoch le” , “c a n a s ta ” , a n d  th e  
like, a n d  to  ca rd s  t h a t  m ay  be used  in  
lieu of o rd in a ry  p laying  cards. C ards 
fo r  th e  gam es of “o ld -m aid ”, “rook” , 
“a u th o rs” , a n d  th e  like, d iffering w holly 
fro m  o rd in a ry  p lay ing  cards, a re  n o t 
sub jec t to  tax . M in ia tu re  p lay ing  cards, 
p lay ing  ca rd s  w ith  ad vertis ing  m a tte r  
p rin te d  th ereo n , a n d  so-called  “fo r tu n e ­
te llin g ”, “m agic” , o r “ tr ic k ” , decks com ­
posed w holly o r in  p a r t  of p lay ing  ca rd s  
o r ca rd s  t h a t  m ky be used  in  lieu  of 
p lay ing  ca rd s  a re  a ll su b jec t to  th e  tax .

(2) Im p o rted  p laying  cards— (i) For ­
e ign m a n u fa c tu re . E xcep t as se t  for th  
in  th e  C ustom s R egu la tions (19 C FR  8.3 
a n d  9.6, a s  a m e n d e d ) , re la tin g  to  c e r ta in  
im p o rta tio n s  o n  a n d  a f te r  Sep tem ber 7, 
1953, p lay ing  ca rd s  im ported  fro m  fo r ­
e ign countries, m u s t be ta x -p a id  a t  th e  
ra te  of 13 cen ts  p e r p ack  of n o t m ore 
th a n  54 cards. S u ch  ta x  is in  ad d itio n  
to  an y  im p o rt d u ty  a n d  m u st be p a id  by 
affixing th e  req u ired  stam p s p rio r  to  r e ­
lease of th e  ca rd s  fro m  custom s custody.

(ii) A m erican  goods re turned . W hen  
p lay ing  c a rd s  p roduced  in  th e  U n ited  
S ta te s  w hich  h av e  been  du ly  exported

w ith o u t p ay m en t of tax  are reimported 
th ey  a re  liable to  custom s duty equal to 
th e  ta x  im posed by section 4451. Con­
ta in e rs  o f re im ported  domestic playing 
ca rd s  sh a ll be m arked  as required by 
C ustom s R egulations (19 CFR 11.4) 
S uch  packages a re  n o t required to have 
in te rn a l-rev en u e  stam ps affixed.

§ 4 5 .4 4 5 2  Statutory provisions; defini­
tion  o f  m anufacturer.

Se c . 4452. D efin ition  of manufacturer. 
Every person who offers or exposes for sale 
playing cards, whether the articles so offered 
or exposed are o f foreign manufacture and 
im ported or are o f domestic manufacture, 
shall be deem ed th e manufacturer thereof, 
and subject to all th e duties, liabilities, and 
penalties im posed by* law in  regard to the 
sale o f dom estic  articles without the use of 
th e  proper stam ps denoting the tax paid 
thereon.

[Sec. 4452 as originally enacted and in effect 
July  1, 1960]

§ 4 5 .4 4 5 2 —1 W ho is a manufacturer.

T h e  te rm  “m an u fac tu rer”, when used 
in  an y  provision of th e  regulations in this 
p a r t  h av ing  app lica tion  to the tax on 
p lay ing  cards, sh a ll include the follow­
ing  persons:

(a) Any person  who manufactures 
p lay ing  ca rd s  fo r sale or consumption;

(b) A ny person  who packs or repacks 
p lay ing  ca rd s  fo r sale;

(c) Any person  who offers or exposes 
fo r  sale packs of playing cards, either 
dom estic  o r im ported, without the use of 
th e  p ro p e r s tam p s denoting payment of 
th e  ta x  th e reo n ;

(d) Any person  who cuts playing 
ca rd s  fro m  la rg e  lithographed sheets 
a n d  fin ishes th em  ;

(e) Any person  who cleans, gilds, re­
assem bles, o r  repacks playing cards pre­
viously ta x  p a id ; an d

(f) Any person  who resells packs of 
p lay ing  ca rd s  on  w hich the stamps have 
been broken. I n  such case each pack so 
sold m u st be restam ped.
F o r req u irem en t re la ting  to registration 
of a  m a n u fa c tu re r  of playing cards, see 
section  4455 an d  § 45.4455-1.

§ 4 5 .4 4 5 3  Statutory provisions; exemp­
tion  in  case o f  exportation.

Se c . 4453. E xem ption  in  case of 
tio n . P laying cards may be removed fro 
th e  place of m anufacture for export »  » 
foreign country or for shipment to a P° 
sion  of th e U nited States without pay“ ®1 
of tax, or affixing stam ps thereto, under 
rules and regulations and the filing 
bonds as th e Secretary or his delegate m 7 
prëscribe.
[Sec. 4453 as originally enacted and in effec 
July 1, 1960]

§ 4 5 .4 4 5 3 -1  E xem ption  in case of ex­
p orta tion .

(a) Cards remaned for exportation-'
(1) In  general. The tax unp case 
section  4451 shall n o t apply the 
of th e  rem oval of playing , ose 0f 
place of m an u fac tu re  for the purpose^ 
e x p o rta tio n  to  a  foreign country 
m e n t to  a  possession of tne of 
S ta te s  a n d  in  due course s° pinstance 
shipped. S uch rem ovalm everym  m g  
m u st be m ade by shipm ent any
th e  p lace of m anufactm e w th  
stoppage m  tra n s it. Pac^  mtry or a 
ca rd s  se n t to  a  foreign« î X  àssain- 
possession of th e  United Sta
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pies must comply w ith  th e  provisions of 
this section in order to  be exem pt.

(2) Definition o f exporta tion . Ex ­
portation m eans th e  severance of a n  a r ­
ticle from the m ass of th in g s  belonging 
within the United S ta te s  w ith  th e  in ­
tention of uniting  i t  w ith  th e  m ass of 
things belonging w ith in  som e foreign  
country or w ithin  a  possession of th e  
United States. T he c h a ra c te r  of a  sh ip ­
ment will be determ ined by th e  in te n ­
tion with which i t  is m ade a n d  i t  assum es 
the character of a n  export to  a  foreign  
country or shipm ent to  a  possession of 
the United S tates only w here destined  
for, and intended fo r use in , a  foreign  
country or possession of th e  U nited  
States, as the case m ay be.

(3) Responsibility fo r  exp o rta tio n  o f 
playing cards. R esponsibility fo r  com ­
pliance with the  provisions of th is  sec ­
tion with respect to  th e  rem oval of p lay ­
ing cards, w ithout p aym en t of tax , fo r 
export, and for th e  p ro p er exp o rta tio n  
of such playing cards sha ll re s t upon  th e  

.manufacturer thereof.
(4) Liability fo r ta x  on p laying  cards. 

The manufacturer of th e  p lay in g  cards 
(see § 45.4452-1 for defin ition  of a  m a n ­
ufacturer) shall be liable fo r th e  ta x  im ­
posed thereon by section 4451 if  th e  p ro ­
visions of this section a re  n o t com plied 
with.

(5) Removal for export, (i) To ex ­
empt from tax  a  rem oval of p lay ing  
cards from the place o f m a n u fa c tu re  fo r 
export both of the  following conditions 
must be met: (a) T he p laying  ca rd s  so 
removed must be identified as h av ing  
been removed from  th e  p lace o f m a n u ­
facture by the m an u fac tu rer fo r  export, 
and (b) the playing cards so rem oved 
must be exported in  due course.

(ii) Playing cards will be reg ard ed  as 
having been removed from  th e  p lace of 
manufacture by the  m a n u fa c tu re r  fo r 
exP°rt if the m an u fac tu rer h a s  in  h is  
possession a t the tim e of rem oval fro m  
the place of m anufacture a  w ritten  o rder 
or contract of sale showing t h a t  th e  
manufacturer is to  sh ip  th e  p lay ing  
cards to a foreign d estina tion  or to  a  
Possession of the U nited S ta tes .

w ritten o rder o r c o n tra c t of 
sale ref erred to in  subdivision (ii) of th is  

suspends liab ility  fo r  p ay - 
Kwh Î *x by th e  m a n u fa c tu re r  fo r

?  ^ oval from  th e  place of m a n u f ac -
E f e r t / o r  a  p e r i o d  o f  6 m o n th s
cards 6 da ê °* rem oval of such  p lay ing

t h a n h ï^ I  °J exV°rtation— ii)  O ther  
evidenr^K0^  Post. E x p orta tion  m ay  be 
oH adS oby ? u a copy of th e  export bill 
or (b?a cS?R d î.he deliverinS ca rrie r, 
sentative n î? £ ate by th e  ag e n t o r re p re ­
actual export ca rrie r  show ing
0r (c) a eprfifiatl?n  0f th e  P teym s1 cards, 
customs 0f f l S a fe ° f  land ing  signed by a  
possessionn ? « ,0[  a  foreign co u n try  or 
the playing- J*1®, ü n i ted S ta te s  to  w hich 
w h ereS S ffiJ  ds are  exP °rted , o r (d) 
of the UnitpHr<3fg+l c°u n try o r possession 
ministrationd f te+t +S has n a  custom s ad - 
consignee shnTOi«ta tem ®n t of th e  fo re ign  
cards, if  within6 rece!p t  of th e  p lay ing  
from the datp n fl.a  p e n ?d of six  m o n th s 
cards, the m anuf« !?0Vali.of such  p lay in& 
and attached f f a?uUrer h as  n o t received 

acfteo to th e  order o r c o n tra c t

p roper “proo f of e x p o rta tio n ”, th e n  th e  
tem p o rary  suspension  of th e  liab ility  fo r  
th e  p ay m en t of th e  ta x  ceases a n d  such  
liab ility  s h a ll  becom e im m ediately  due 
a n d  payable. S u ch  ta x  sh a ll be p a id  to  
th e  d is tr ic t d irec to r fo r  th e  d is tr ic t in  
w hich  is lo ca ted  th e  p lace  of m a n u fa c ­
tu re  fro m  w hich  th e  sh ip m en t is m ade, 
w ith  sufficient in fo rm a tio n  to  iden tify  
th e  ta x p a y e r a n d  th e  n a tu re  a n d  purpose 
of th e  p ay m en t. However, if  p roo f of 
e x p o rta tio n  la te r  becom es available, a  
cla im  fo r re fu n d  of an y  ta x  p a id  m ay be 
filed on  F o rm  843, b u t such  ac tio n  m u st 
be ta k e n  w ith in  th e  th re e -y e a r  period  
p rescribed  by section  6511.

(ii) E xp o rta tio n  b y  parcel post. I f  
p lay ing  c a rd s  a re  exported  by p arce l post, 
th e  m a n u fa c tu re r  th e re o f sh a ll have  a 
s ta te m e n t p re p a re d  fo r use w ith  each  
package so exported  on  w hich  sh a ll be 
show n such  in fo rm a tio n  as th e  d e s tin a ­
tion , o rd er o r  invoice num ber, th e  con ­
te n ts  of th e  package, th e  nam e of th e  
vendee, etc. U pon m ailing  th e  package 
described in  th e  s ta te m e n t, th e  m a n u fa c ­
tu re r  sh a ll h av e  th e  s ta te m e n t stam p ed  
by th e  local p o s tm aste r  as evidence of 
said  package h av in g  been  received by 
h im  fo r e x p o rta tio n  by p a rce l post. A 
w aiver of th e  m a n u fa c tu re r’s r ig h t  to  
w ith d raw  such  package fro m  th e  m ails 
sh a ll be s tam p ed  o r w ritte n  on  each  
package a n d  such  w aiver sh a ll be signed 
by th e  m a n u fa c tu re r  m ak ing  th e  sh ip ­
m en t.

(b) Bond. I f  th e  d is tr ic t d irec to r 
deem s i t  necessary  in  o rd er to  p ro te c t th e  
revenue, a  bond  m ay  be requ ired  of an y  
m a n u fa c tu re r  rem oving- p lay ing  ca rd s  
fro m  th e  p lace of m a n u fa c tu re  fo r  ex ­
p o r t to  a  fo re ign  co u n try  o r fo r sh ip m en t 
to  a  possession of th e  U nited  S ta te s . T he 
p en a l sum  of su ch  bond  sh a ll be in  a n  
a m o u n t specified by th e  d is tr ic t d irec to r 
in  a  no tice  m ailed  to  th e  m a n u fa c tu re r . 
F o r o th e r  provisions re la tin g  to  bonds, 
see §§301.7101 a n d  301.7101-1 of th is  
c h a p te r  (R egulations on  P rocedure  an d  
A d m iriin s tra tio n ).

(c) M iscellaneous— (1) D iversion o f 
sh ip m e n t to  a n o th er exp o rt consignee. 
A fte r rem oval of a  sh ip m en t of p lay ing  
ca rd s  from  th e  p lace  o f m a n u fa c tu re  fo r  
ex p o rt in  acco rdance  w ith  th e  provisions 
of p a ra g ra p h  (a) (5 ) (ii) of th is  section, 
th e  m a n u fa c tu re r  of such  p lay ing  ca rd s  
m ay  d iv ert th e  sh ip m en t to  a n o th e r  con ­
signee fo r ex p o rt provided  h e  h a s  in  h is  
possession a  w ritte n  o rd e r o r c o n tra c t 
o f sa le  a s  p rovided  in  p a ra g ra p h  (a) (5) 
(ii) of th is  sec tion  fro m  such  o th e r 
consignee.

(2) R e tu rn  o f sh ip m e n t to  fa c to ry . In  
case a  consignee, fo r  w hom  a  m a n u fa c ­
tu re r  rem oves p lay ing  ca rd s  from  h is 
p lace of m a n u fa c tu re  in  accordance w ith  
a  w ritte n  o rd er o r  c o n tra c t of sale fo r 
export, m odifies or cancels h is  w ritte n  
o rd e r or c o n tra c t of sale fo r  export, th e  
m a n u fa c tu re r  m ay  re tu rn  th e  sh ip m en t 
of such  p lay ing  ca rd s  to  h is  p lace of 
m a n u fa c tu re  provided h e  m a in ta in s  ad e ­
q u a te  records re la tin g  to  such  re tu rn .

§ 4 5 .4 4 5 3 —2 R em oval to foreign-trade 
zones.

(a) In  general. P lay ing  cards m ay  be 
rem oved fro m  th e  place of m a n u fa c tu re  
w ith o u t hav in g  s tam p s affixed th e re to  fo r

delivery to  a  fo re ig n -tra d e  zone fo r ex ­
p o rta tio n . S u ch  rem oval a n d  delivery 
th e reo f to  a  fo re ig n -tra d e  zone is con ­
s idered  a n  exp o rta tio n .

(b) D efin ition  o f  fo re ig n -tra d e  zone. 
“F o re ig n -tra d e  zone” o r “zone,” as used 
in  th is  section , m ean s a  fo re ig n -tra d e  
zone estab lished  a n d  o p era ted  p u rsu a n t 
to  th e  A ct of Ju n e  18,1934 (48 S ta t .  998), 
as am ended  by Pub. Law  566, 81st Cong. 
(64 S ta t. 246).

(c) P roof o f delivery to  a fo re ign -  
trade  zone. A m a n u fa c tu re r  of p lay ing  
ca rd s  w ho rem oves such  p lay ing  ca rd s  
fro m  th e  p lace  of m a n u fa c tu re  fo r  de ­
livery to  a  fo re ig n -tra d e  zone w ith o u t 
affixing s tam p s th e re to  sh a ll m a in ta in  
ad eq u a te  records of a ll such  rem ovals 
a n d  sh a ll keep sufficient w ritte n  p roof of 
such  rem ovals a n d  deliveries as m ay  be 
n ecessary  to  su b s ta n tia te  a c tu a l delivery 
of th e  p lay in g  ca rd s  to  th e  fo re ig n -tra d e  
zone. T h e  records re fe rred  to  in  th e  p re ­
ceding sen tence  sh a ll be re ta in e d  by 
th e  m a n u fa c tu re r  an d  m ade availab le 
fo r  in spection  by an y  revenue officer 
u p o n  h is  request.

§ 4 5 .4 4 5 4  Statutory provisions; liability  
for-tax.

S e c . 4454. L ia b ility  fo r  tax . The tax im ­
posed by th is  subchapter sha ll be paid  by 
any person w ho makes, sells, rem oves, con ­
signs, or ships any playing cards, or for 
whose u se or benefit th e  sam e are made, 
removed, consigned, or shipped.

[Sec. 4454 as originally enacted and in  effect 
July  1,1960]

§ 4 5 .4 4 5 4 —1 Liability for tax.

T h e  ta x  im posed u n d e r section  4451 is 
payab le  by th e  p erson  w ho m akes, sells, 
rem oves, consigns, o r  sh ips an y  p lay ing  
cards, o r  fo r whose use o r benefit such  
p lay ing  ca rd s  a re  m ade, rem oved, con ­
signed, o r sh ipped. I n  th e  case o f p lay ­
ing  c a rd s  of fo re ign  m a n u fa c tu re  th e  ta x  
im posed by sec tio n  4451 is payab le  by th e  
im p o rte r o r  consignee of such  p lay ing  
cards.

§ 4 5 .4 4 5 5  Statutory provisions ; registra ­
tion .

Se c . 4455. R eg istra tio n . Every m anufac ­
turer o f p laying cards shall register w ith  the  
official in  charge o f the co llection  d istrict 
h is nam e or style , place o f residence, trade, 
or business, and th e  place where such  b u si ­
ness is to  be carried on.

[Sec. 4455 as originally enacted and in  effect 
July  1,1960]

§ 4 5 .4 4 5 5 —1 M anufacturers to register.

(a) In  general. Every m a n u fa c tu re r  
of p lay in g  cards, a s defined  in  section  
4452, sh a ll reg is te r  w ith  th e  d is tr ic t d irec ­
to r  fo r th e  d is tr ic t in  w h ich  h is  fac to ry  
is loca ted  h is  nam e o r sty le, p lace  of 
residence, tra d e  o r business, th e  loca tion  
of h is  fac to ry , a n d  th e  p lace w here such  
business is c a rried  on. A pplication  fo r 
reg is try  shou ld  be m ad e  o n  F o rm  277. 
T h e  ap p lica tio n  fo r  reg is try  sh a ll be p re ­
p a re d  in  accordance  w ith  th e  fo rm , in ­
s tru c tio n s, a n d  reg u la tio n s app licab le  
th e re to . U pon ap p ro v a l of th e  ap p lica ­
tion , th e  d is tr ic t d irec to r w ill fu rn ish  
th e  ap p lic a n t a  ce rtifica te  of reg is try  
on  F o rm  382 w h ich  sh a ll be consp icu ­
ously  posted  in  h is  p lace  of business.
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(b) Prior reg istra tions or applications. 
I n  an y  case in  w hich  a  m a n u fa c tu re r  of 
p lay ing  ca rd s  h a s  m ad e  app lica tio n  fo r  
reg is try  u n d e r corresponding  provisions 
of p rio r  regu la tions, o r holds a  C ertifi ­
c a te  of R eg istry  in  effect u n d e r sych  
p rio r reg u la tions, such  m a n u fa c tu re r  is 
n o t requ ired  to  m ake a p p lica tio n  fo r re g ­
is try  u n d e r th is  section , un less th e  d is ­
t r ic t  d irec to r fu rn ish es  h im  w ith  w ritte n  
n o tifica tio n  t h a t  such  app lica tio n  is 
requ ired . I n  su ch  event, th e  ap p lica tio n  
fo r reg is try  sh a ll be m ad e  a t  th e  tim e, in  
th e  fo rm , a n d  in  th e  m a n n e r  prescribed  
in  su ch  w ritte n  no tification .

§ 4 5 .4 4 5 6  Statutory p rovisions; stam ps.
Se c . 4456. S ta m p s— (a) Sale. The Secre ­

tary sha ll cause th e  stam ps on  playing cards 
to  be sold on ly  to  those m anufacturers as 
have registered as required by law, and to  
im porters o f playing cards, w ho are required  
to  affix th e  stam ps to  im ported playing cards.

(b ) A ccou n ts. T he Secretary sha ll cause  
to  be kept accounts o f th e  num ber and de ­
nom inate values o f th e  stam ps sold to  each  
m anufacturer and importer.

[Sec. 4456 as originally enacted and in  effect 
Ju ly  1,1960]

§ 4 5 .4 4 5 6 —1 Stam ps for paym ent o f  tax.

S tam p s h av e  been  p re p a re d  p u rsu a n t 
to  law  fo r  p ay m e n t of th e  ta x  on  p lay ­
in g  ca rd s , a n d  have  been  fu rn ish e d  to  
d is tr ic t d irec to rs  fo r  sale  only to  such  
m a n u fa c tu re rs  as h ave  reg iste red  as r e ­
qu ired  by law  a n d  to  im p o rte rs  of p laying  
cards.

§ 4 5 .4 4 5 6 —2 Purchase o f  stam ps.

(a) D om estic m a n u fa c tu rer . M an u ­
fa c tu re rs  m u s t u se  F o rm  218 in  o rdering  
p lay ing  c a rd  stam p s. T h is  fo rm  is 
p r in te d  by th e  G o vernm en t only  a n d  fu r ­
n ish ed  to  d is tr ic t d irec to rs  fo r  d is tr ib u ­
tion . E ach  such  o rd er fo rm  m u s t be 
acco m p an ied  by th e  p ro p er re m itta n c e  
fo r  th e  fu ll am o u n t of th e  o rder. U nless 
o therw ise  d irec ted , s tam p s w ill be s e n t by 
o rd in a ry  m a il a t  th e  risk  of th e  p u r ­
chaser. I f  o rd ered  to  be se n t by certified  
o r reg is te red  m ail, th e  o rd e r m u s t be 
accom pan ied  by th e  requ isite  a d d itio n a l 
am o u n t to  pay  th e  fee fo r such  service. 
S tam p s w ill also be fo rw ard ed  by express 
a t  th e  expense of th e  tax p ay er.

(b) O w ner or consignee o f im ported  
p la y in g  cards. T h e  ow ner o r  consignee 
of im p o rted  p lay ing  ca rd s  sh a ll p u r ­
chase  s tam p s fo r use in  th e  p ay m en t of 
th e  ta x  on  such  ca rd s  fro m  th e  d is tr ic t 
d ire c to r fo r  th e  d is tr ic t in  w h ich  is lo ­
c a ted  th e  office of th e  co llector of cus ­
tom s w here  th e  custom s e n try  is filed. 
E xcep t a s  p rovided  in  p a ra g ra p h  (b) of 
§ 45.4456-3 (re la tin g  to  th e  p u rch ase  of 
s tam p s fo r affixing to  packages in  fo re ign  
c o u n trie s ) , F o rm  923, certified  by th e  
custom s officer hav in g  custody of such  
cards, sh a ll be used  in  o rd erin g  such  
s tam ps. A copy of each  su ch  o rd e r fo rm  
w hich  h a s  been  m ark ed  p a id  by th e  d is ­
t r ic t  d irec to r sh a ll be re ta in e d  by th e  
ow ner o r consignee fo r  th re e  y ears  fo l ­
low ing th e  close of th e  y ea r in  w hich  th e  
s ta m p s w ere pu rchased , a n d  m ad e  av a il ­
able fo r  in spection  by a n y  revenue offi­
c e r u p o n  h is  request. See p a ra g ra p h
(a) of th is  section  fo r d e ta ils  o th e r  th a n  
th e  fo rm  to  be used  in  m ak in g  th e  order.

§ 4 5 .4 4 5 6 -3  Affixing stam ps.

(a) D o m e s t i c  m an u fa c tu rer. (1) 
E ach  p ack  of p lay ing  cards, excep t as 
o therw ise  provided  in  th is  section, shall, 
p rio r  to  sale, o r before rem oval fro m  th e  
p lace  w here m an u fac tu red , packed, re a s ­
sem bled, o r repacked, have  securely  a f ­
fixed th e re to  p ro p er in te rn a l-re v en u e  
s tam p  o r s tam p s of such  d en o m in a tio n  
as will cover fu lly  th e  ta x  th ereo n . S uch 
s tam p  or s tam p s sha ll be affixed in  such  
m a n n e r as to  seal th e  p ack  a n d  to  neces ­
s i ta te  th e  s tam p  o r s tam p s being  to m  
in  tw o pieces w hen  th e  p ack  is opened.

(2) W here p lay ing  ca rd s  a re  packed 
in  lea th e r, p lush , p lastic , o rn am en ta l, or 
m e ta l cases, th e  s tam p s deno ting  p a y ­
m e n t of th e  ta x  th e re o n  m ay  be affixed 
to  inside w rappers in s tead  of to  th e  cases 
p roper, provided one of th e  following 
m ethods of pack ing  a n d  stam p in g  is 
used:

(i) P ap e r b an d s n o t less th a n  o n e -h a lf 
inch  wide m u st be ex tended  a ro u n d  th e  
en tire  pack  of cards, b o th  th e  long an d  
sh o rt way, a n d  securely  fa s ten ed  to ­
g e th e r w ith  p as te  o r m ucilage a t  th e  in - , 
te rsec tio n  on  th e  back  of th e  p ack  so 
t h a t  th e  p ack  ca n n o t be sep a ra te d  w ith ­
o u t b reak ing  th e  bands. T h e  in te rn a l-  
revenue s tam p  m u st be affixed to  th e  
pack  in  such  m a n n e r th a t  i t  w ill ad h e re  
p a r tly  to  one of th e  b an d s a n d  p a rtly  to  
th e  back  of th e  to p  c a rd  so t h a t  rem oval 
of th e  ban d s w ill necessita te  te a r in g  th e  
s tam p  in  two. I f  desired, a n  e x tra  b lan k  
ca rd  m ay  be p laced  on  top  of th e  pack  
fo r th e  pu rpose of a tta c h in g  a  p a r t  of th e  
s tam p  th e re to .

(ii) T h e  package of ca rd s  m u st be 
com pletely  w rapped  w ith  pap er, cello ­
p h an e , o r o th e r  accep tab le  w rapper, se ­
curely  sealed w ith  p as te  o r m ucilage, a n d  
th e  in te rn a l-re v en u e  s ta m p  affixed 
across th e  p lace w here th e  w rap p er is 
sealed in  such  m a n n e r  as to  n ecessita te  
te a r in g  th e  s tam p  in  tw o w hen  th e  ca rd s  
a re  rem oved fro m  th e  w rapper.

(3) W here  packages of p lay ing  ca rd s  
a re  sen t o u t fro m  th e  fac to ry  duly 
stam p ed  a n d  a re  th e re a f te r  opened an d  
th e  s tam p  broken , th e  ca rd s  c a n n o t be 
re tu rn e d  to  th e  package a n d  sold u n d e r 
a  b roken  s tam p . I n  such  case a  new 
s tam p  m u s t be affixed to  each  package 
a n d  duly  canceled. I f  ca rd s  a re  re a s ­
sem bled fro m  packs on  w hich  ta x  h a s  
been  pa id , each  deck m u st show th e  
requ isite  s tam p .

(b) Im p o rted  p laying  cards— (1)
S ta m p s a ffixed  in  fo re ign  countries. 
S tam p s fo r  use in  p a y m en t of th e  ta x  on 
im p o rted  p lay ing  ca rd s  m ay  be affixed 
to  such  ca rd s  in  th e  fo re ign  co u n try  in  
w h ich  m an u fa c tu red , provided  th e  law s 
of such  fo re ig n  c o u n try  g ra n t a  iike 
privilege in  resp ec t of p lay ing  cards 
m a n u fa c tu red  in  th e  U n ited  S ta te s  a n d  
exported  to  su ch  co u n try . A n im p o rte r 
desiring  to  have  th e  s tam p s fo r use in  
p ay m en t of th e  ta x  on  im ported  p laying  
ca rd s  affixed to  th ese  ca rd s  in  such  
fo re ign  co u n try  sh a ll file w ith  an y  d is ­
t r ic t  d irec to r a n  o rd er fo r  th e  necessary  
s tam ps. No p a r tic u la r  fo rm  fo r such  
o rd er is prescribed , b u t th e  o rd er sh a ll 
show (i) th e  n am e a n d  address of th e  
p erson  by w hom  such  p lay ing  ca rd s  a re  
to  be im ported , (ii) th e  n am e of th e  
fo re ign  co u n try , (iii) th e  q u a n tity  of

p laying  ca rd s  to  be imported, and (iv) 
th e  n u m ber an d  value of the  stamps, and 
th e  to ta l value of a ll of the  stamps, a  
copy of such  o rd er which has been 
m ark ed  p a id  by th e  d istric t director shall 
be re ta in e d  by th e  owner or consignee 
fo r th re e  years following the close of 
th e  y ea r in  w hich  th e  stam ps were pur­
chased , an d  m ade available for inspec­
tio n  by an y  revenue officer upon his 
request. T he  details w ith  respect to the 
p u rch ase  of stam p s se t forth  in para­
g ra p h  (a) of § 45.4456-2, other than the 
fo rm  to  be used, a re  applicable to the 
o rders described in  th is  paragraph. The 
m ethod  of affixing stam ps prescribed in 
p a ra g ra p h  (a) of th is  section is hereby 
m ade app licab le  to  stam ps affixed in 
fo re ign  countries.

(2) S ta m p s n o t affixed before im­
porta tion . I n  th e  case of imported play­
ing  ca rd s  to  w hich internal-revenue 
s tam p s have n o t been  affixed before im­
p o rta tio n , such  s tam p  shall be affixed by 
th e  ow ner or consignee while the playing 
ca rd s  a re  in  th e  h an d s  of the  proper cus­
tom s officer, a n d  such cards shall not 
pass o u t of th e  custody of such officer 
u n til  th e  requ isite  stam ps are affixed and 
canceled. T h e  m ethod of affixing stamps 
to  dom estic  p lay ing  cards prescribed in 
p a ra g ra p h  (a) of th is  section is hereby 
m ad e  applicable to  stam ps affixed in 
accordance w ith  th e  provisions of this 
su b p arag rap h .

§ 4 5 .4 4 5 6 —4  Abandoned or forfeited 
playing cards.

All p lay ing  cards which have been 
abandoned , forfeited , or seized under 
w a r ra n t of d is tra in t, and  which are sold 
by o rd er of c o u rt or of any Government 
officer fo r  th e  benefit of the United 
S ta tes , or by a  sheriff, constable, or other 
m u n ic ip a l officer under any writ, execu­
tion , o r process or order of any court, 
sha ll, before  delivery by such officer, be 
p roperly  packed  an d  have the requisite 
stam p s affixed an d  canceled. With ref­
e rence to  th e  procurem ent and cancella­
tio n  of s tam p s in  cases of sales referred 
to  in  th is  section, instructions will oe 
given as to  th e  procedure according to 
th e  fa c ts  in  th e  individual case.

§ 4 5 .4 4 5 6 -5  Cancellation o f stamps.

(a) D om estic manufacturer. Each 
s tam p  affixed to  a  package of playing 
ca rd s  m u st be canceled by writing 
p r in tin g  in  ink  across the face oi 
s tam p  th e  in itia ls  of the  manufact .

(b) Im p o rted  playing cards. *acn 
s tam p  affixed to  im ported plajrtJjJJ”  
m u st be canceled  by writing or P
in  in k  across th e  face of the stamp , 
in itia ls  of th e  owner or consign 
th e  d a te  on  w hich th e  stam p was
§ 4 5 .4 4 5 6 - 6  R e d e m p t io n  o f  stam ps.

P lay ing  ca rd  stam ps, p r o p e r  ^  of
to  p a ck s  w hen rem o v ed  from  the P
m an u fac tu re , m ay n o t be rede 
th e  ca rd s  have been removed from »  
prem ises of th e  m anufacturer.

• .'«tifi • cross
§ 4 5 .4 4 5 7  Statutory provisions, 

references.
Se c . 4457. Cross references. ¥<* V* ^  

and other adm inistrative Provi® le p 
cable to th is subchapter, see s u b t i t i  

[Sec. 4457 as originally enacted and 
July  1,1960]
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§ 45.4457-1 Cross references.

(a) For penalties fo r  offenses re la tin g  
to stamps, see § 45.7208.

(b) For penalty fo r u n au th o rized  use 
or sale of stamps, see § 45.7209.

(c) For penalties fo r  o th e r offenses 
relating to stamps, see § 45.7271.

(d) For penalty fo r fa ilu re  to  reg iste r 
as required by section 4455, see § 45.7272.

(e) For other ad m in is tra tiv e  p rovi ­
sions relating to th e  ta x  im posed on 
playing cards, see S u b p art L.

(f) For regulations re la tin g  to  exem p ­
tion from tax in  case of sale fo r use by 
the United States, see §§ 45.7510-1 to  
45.7510-3, inclusive.

Subpart C— Occu p a t ion a l  T a x  on  C o i n - O p e r a t e d  

De v ice s

§45.4461 Statutory provisions; im posi­
tion of tax.

Sec. 4461. Im position  o f ta x— (a) In  g en ­
eral. There shall be imposed a special tax to  
be paid by every person who m aintains for 
use or permits the use of, on any place or 
premises occupied by him , a coin-operated  
amusement or gaming device at th e  follow ­
ing rates:

(1) $10 a year, in  the case of a device de ­
fined in paragraph (1) of section 4462 (a);

(2) $250 a year, in  the case of a  device de ­
fined in paragraph (2) of section 4462 ( a ) ; 
and

(8) $10 or $250 a year, as the case may be, 
for each additional device so m aintained or 
the use of which is so perm itted. If one 
such device is replaced by another, such  
other device shall not be considered an addi­
tional device.

(b) Reduced rate. In  the case o f a device  
which is defined in paragraph (2) of section

• ^82 (a) and which is com m only know n as a  
claw, crane, or digger machine, th e  tax im ­
posed by subsection (a) shall be a t the rate  
oi $10 a year (in lieu  of $250 a year) if—

(1) The charge for each operation of such  
device is not more than 10 cents,

(2) Such device never dispenses a prize 
other than merchandise of a m axim um  retail 
value of $1, and w ith respect to  such  device 
there is never a display or offer of any prize 
r merchandise other than  m erchandise d is ­

pensed by such machine,
, ®uch device is actuated by a crank and 

operates solely by means of a  nonelectrical 
mechanism, and
tn device ^  h o t operated o th er  th a n
o r ^ f ti0n«With and as F>art of carnivals or county or State fairs.

I960]4461 as amended an d .in  effect July  1, 

§45.4461-1 Imposition o f tax.

asnerHoi T nel a\  Seotion 4461 im poses 
whom «fin paid every person
of nn1!!'!iltai1ns for use o r th e  use
him »X place or Premises occupied by 
ine d p ^ 1̂ °per?,te<i am usem en t o r gam - 
H5 4469̂ 1 deSAC n b ed  in  seotion 4462 an d

• talitv hf Jw Any agency o r in s tru m en - 
Armv pvf»tbe Uni êd S ta tes such  a s  a n  
liable tnXQha? ge’ Navy exchange, etc., is 
y t t »  spec?al tax  unless g ran ted  
from S L  specific exem ption th e re -

; Paragraoh S  as, ° i herwise provided in  
; ^ ° f th is section, liab ility
1 operated aJ , n  resPect of each  coin- 
ihaintainf^f^6131611̂  or gam ing device 

: S R ? a  n iS L u te* g .  P i t t e d  to  be 
a Particular^?11 ° n  hls prem ises during  
l i 2 & ^ o r  portion thereof. T ax
installed orfthf respecfc to  a  device 
though nretfn»JiaXpayer’s Prem ises even
of another nOO? used 011 th e  Prem ises 

Person, and  even though

special ta x  fo r th e  sam e y ea r o r  period  
o r p a r t  th e reo f w as p a id  by such  o th e r  
person  w ith  respect the re to .

(b) R eplacem ents. I f  a  ta x p a y e r r e ­
p laces a  device w ith  respect to  w hich  h e  
h a s  p a id  special ta x  w ith  a  like device, no  
ad d itio n a l ta x  is payable. F o r exam ple, 
a  c igar sto re  p ro p rie to r w ho m a in ta in s  
on th e  prem ises tw_o co in -o p era ted  
am usem en t devices w ith  resp ec t to  
w hich  h e  h a s  p a id  special ta x  h a s  th ese  
tw o m ach ines rem oved a n d  rep laces th em  
w ith  tw o co in -o p era ted  am u sem en t de ­
vices of a  m ore m odern  design. I n  th is  
case no  ad d itio n a l special ta x  is payable. 
However, if  th e  rep lac ing  a r tic le  is 
p laced  in  op era tio n  before op era tio n  of 
th e  rep laced  a rtic le  is d iscontinued, a d ­
d itio n a l ta x  liab ility  is in cu rred . I f  coin- 
op era ted  am usem en t devices a re  re ­
p laced by co in -o p era ted  gam ing  devices, 
or gam ing devices a re  rep laced  by 
am usem en t devices, liab ility  to  special 
ta x  a t  th e  r a te  app licab le  to  th e  rep lac ­
ing  m ach ines o r devices is incu rred , an d  
no  c red it is allow able fo r th e  special ta x  
p a id  w ith  resp ec t to  th e  rep laced  m a ­
ch ines o r devices.

§ 4 5 .4 4 6 1 —2 Rates o f  tax.

(a) In  general. E xcept as otherw ise 
provided in  p a ra g ra p h  (b) of th is  sec ­
tion , th e  special tax es  u n d e r  section  4461 
a re  im posed a t  th e  following ra te s :

(1) W ith  respect to  each  “co in -oper ­
a ted  am u sem en t o r gam ing device” d e ­
fined in  section  4462(a) (1) — $10 p er year 
p e r device.

(2) W ith  respect to  each  “co in -oper ­
a te d  am u sem en t o r gam ing  device” d e ­
fined in  section  4462(a) (2 )— $250 p er 
y ear p e r device.

(b) R educed  rate. In  th e  case of a  
device w hich  is defined in  p a ra g ra p h  
(2) of section  4462(a) a n d  w hich  is 
com m only know n as a  claw, c rane , or 
digger m achine, th e  ra te  of ta x  sh a ll 
be $10 p e r y ear p er device (in  lieu  of 
$250 a  y ea r) if—

(1) T h e  charge  fo r each  op era tio n  of 
su ch  device is n o t m ore th a n  10 cents,

(2) S uch  device never dispenses a  prize 
o th e r  th a n  m erchand ise  of a  m axim um  
re ta il  value of $1, a n d  w ith  respect to  
su ch  device th e re  is never a  disp lay  or 
offer of an y  prize o r m erchand ise  o th e r 
th a n  m erch an d ise  dispensed by such 
m ach ine ,

(3) S uch  device is a c tu a te d  by a  c ran k  
a n d  opera tes  solely by m eans of a  n o n ­
e lec trical m echan ism , an d

(4) S uch  device is n o t op era ted  o th e r 
th a n  in  connection  w ith  an d  as p a r t  of 
ca rn iva ls  o r coun ty  or S ta te  fa irs .

§ 4 5 .4 4 6 2  Statutory provisions; defin i ­
tion  o f  coin-operated am usem ent or 
gam ing device.

S e c . 4462. D efin ition  of co in -o p era ted  
a m u sem en t or gam in g dev ice— (a ) In  gen ­
eral. For pu rp oses o f th is  su b ch a p ter , th e  
term  “co in -o p era ted  a m u sem en t or gam in g  
d ev ice” m ea n s—

(1 ) A ny m a ch in e  w h ic h  is—
(A ) A m u sic  m a ch in e  operated  by m ea n s  

o f th e  in se r tio n  o f  a co in , to k en , or sim ilar  
ob ject,

(B ) A v en d in g  m a ch in e  operated  by m ean s  
o f th e  in ser tio n  o f  a one  c e n t  co in , w h ich , 
w h en  i t  d isp en ses a prize never d isp en ses  a 
prize o f  a  reta il v a lu e  o f, or e n t it le s  a  per ­
son  to  receive a prize o f  a  r e ta il v a lu e  of, 
m ore th a n  5 cen ts , an d  i f  th e  o n ly  prize d is ­

pensed is m erchandise and n ot cash or 
tokens,

(C) An am usem ent m achine operated by 
m eans o f th e  insertion  o f a  coin , token, or 
sim ilar object, b u t n o t includ ing any device 
defined in  paragraph (2) o f th is  subsection, 
or

(D) A m achine w hich is sim ilar to  m a ­
chines described in  subparagraph (A),  (B) ,  
or ( C ) , and is operated w ith o u t th e  insertion  
of a coin, token , or sim ilar object; and

(2) Any m achine w hich  is—
(A) A so-called  “slo t” m achine w hich  op ­

erates by m eans o f the insertion  o f a  coin, 
token, or sim ilar object and w hich, by ap ­
p lication  of th e  elem ent o f chance, may  
deliver, or en title  th e  person playing or op ­
era tin g  th e  m achine, to  receive, cash, 
prem ium s, m erchandise, or tokens, or

(B) A m achine w hich is sim ilar to  m a ­
ch ines described in  subparagraph (A) and is 
operated w ithout th e  insertion of a coin, 
token, or sim ilar object.

(b) E xclusion. The term  “coin-operated  
am usem ent or gam ing device” does n o t in ­
clude bona fide vending m achines in  which  
are n o t incorporated gam ing or am usem ent 
features.

[Sec. 4462 as am ended and in  effect July 1, 
1960]

§ 4 5 .4 4 6 2 —1 D efin ition  o f  coin-operated  
am usem ent or gam ing devices.

(a) Devices w ith in  scope o f section  
4462(a) (1) — (1) In  general. Section 
4462(a) (1) includes w ith in  its  scope any  
m ach ine  w hich  is—

(1) A m usic m ach in e  op era ted  by 
m eans of th e  in se rtio n  of a  coin, token , 
or s im ila r object,

(ii) A vending  m ach in e  op era ted  by 
m eans of th e  in se rtio n  of a  one c en t 
coin, w hich, w hen i t  d ispenses a  prize, 
never dispenses a  prize of a  re ta il  value 
of, o r  en title s  a  person  to  receive a  prize 
of a  re ta il value of, m ore th a n  5 cents, 
a n d  if  th e  only prize dispensed is m e r ­
chan d ise  a n d  n o t cash  o r tokens,

(iii) A n am u sem en t m ach in e  op era ted  
by m eans of th e  in se rtio n  of a  coin, token , 
o r s im ila r object, b u t n o t inc lud ing  any  
device defined in  p a ra g ra p h  (b) of th is  
section, o r

(iv) A m ach ine  w hich  is s im ila r to 
m ach in es described in  subdivisions ( i) , 
( i i ) , a n d  (iii) o f th is  su b p a rag rap h , an d  
is o p era ted  w ith o u t th e  in se rtio n  of a 
coin, token , o r s im ila r object.

(2) E xam ples o f m ach ines or devices 
w ith in  scope o f section  4462(a) (1).  T he 
follow ing devices a n d  m ach in es illu s tra te  
th e  type of m ach in es o r devices w ith in  
th e  scope of section  4462(a) (1 ) :
_ (i) C o in -opera ted  a th le tic - ty p e  m a ­

ch ines such  as p u n ch in g  bags, h ittin g  
m achines, lifte rs , shockers a n d  grip  
m achines.

(ii) A m ech an ical ho rse  or o th e r sim i ­
la r  device w hich  is ac tiv a ted  by th e  in ­
s e rtio n  of a  coin.

(iii) C o in -opera ted  s till o r m oving p ic ­
tu re  m achines.

(iv> A co in -o p era ted  device w hich re ­
sem bles a  b illia rd  or pool tab le  b u t w hich  
h a s  posts o r  holes in  its  p lay ing  su rfaces 
p reclud ing  its  use as a  b illia rd  or pool 
table.

(v) A co in -o p era ted  vending  m achine, 
w hich, in  ad d itio n  to  delivering  chew ing 
gum  balls, h a s  in co rp o ra ted  th e re in  a n  
am u sem en t fea tu re , such  as a  p isto l an d  
a  ta rg e t.

(b) Devices w ith in  scope o f section  
4462(a) (2)— (1) In  general. Section
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4462(a) (2) includes w ith in  its  scope any  
m ach in e  w hich  is—

(1) A so-called  “s lo t” m ach in e  w hich  
o p era tes  by m ean s of th e  in se rtio n  of a  
coin, token , o r  s im ila r ob jec t a n d  w hich, 
by app lica tio n  of th e  e lem en t of chance, 
m ay  deliver, o r e n title  th e  person  p lay ­
in g  o r o p e ra tin g  th e  m ach ine  to  receive 
cash , prem ium s, m erchand ise , o r  tokens, 
o r

(it) A m ach in e  w hich  is s im ilar to  
m ach in es described  in  subdivision (i) 
of th is  su b p a ra g ra p h  a n d  is o p era ted  
w ith o u t th e  in se rtio n  of a  coin, token , or 
s im ila r object.

(2) E xam ples o f m achines or devices 
w ith in  scope o f section  4462 (a ) (2 ). T he 
follow ing devices a n d  m ach ines illu s tra te  
th e  type  of m ach in es o r devices w ith in  
th e  scope o£ section  4462(a) (2 ) :

(1) A m ach in e  w hich  is o p era ted  by 
m ean s  of th e  in se rtio n  of a  coin, token, 
o r  s im ila r o b jec t a n d  w hich, even th o u g h  
i t  does n o t dispense cash  o r tokens, h as  
th e  fe a tu re s  a n d  ch a rac te ris tic s  of a  
gam ing device w h e th e r o r  n o t evidence 
ex ists as to  a c tu a l payoffs.

(ii) A so-called  c ra n e  m achine, claw, 
d igger o r ro ta ry  m erch an d is in g  type 
device w hich  is o p era ted  by th e  in se r ­
t io n  of a  coin a n d  a d ju s tm e n t of a  con ­
t ro l lever fo r  th e  purpose of rem oving 
fro m  th e  m ach ine , by g ripping , push ing  
o r o th e r m an ip u la tio n  a rtic les  such  as 
figurines, ligh ters, etc., in  th e  m achine.

(iii) A p in b a ll m ach in e  equipped w ith  
a  p u sh  b u tto n  fo r re leasing  free  p lay  an d  
a  m e te r  fo r  reco rd ing  th e  p lays so r e ­
leased , o r equipped w ith  provisions fo r 
m u ltip le  coin in se rtio n  fo r increasing  th e  
odds.

(iv) P in b a ll m ach ines in  connection  
w ith  w h ich  free  plays a re  redeem ed in  
oash, tokens, or m erchand ise , o r  prizes 
a re  offered to  an y  person  fo r th e  a t ta in ­
m e n t of d esignated  scores.

(v) A co in -o p era ted  m ach in e  t h a t  d e ­
livers a  tic k e t t h a t  en title s  th e  p layer to  
a  prize if  th e  poker h a n d  sym bolized on 
th e  tic k e t co n stitu tes  a  w inn ing  h an d .

(c) Exclusion. (1) S ection  4462(b) 
specifically excludes fro m  th e  te rm  
“co in -o p era ted  am u sem en t o r gam ing 
device” a  bona  fide vending  m ach in e  in  
w hich  a re  n o t in co rp o ra ted  gam ing  or 
am u sem en t fea tu res.

(2) E xam ples. T h e  provisions of sub - 
p a ra g ra p h  (1) of th is  p a ra g ra p h  m ay  be 
illu s tra te d  by th e  follow ing exam ples:

(i) A vending  m ach ine , op era ted  by 
th e  in se rtio n  of a  one c e n t coin, w hich 
occasionally  dispenses a long w ith  gum  
sold by m eans of th e  m ach ine , toy  
ch a rm s of negligible value.

(ii) A reco rd ing  m ach in e  w hich, upon  
in se rtio n  of a  coin, records a  p erson ’s 
voice, p lays th e  reco rd  back, a n d  th e n  
delivers th e  reco rd  to  th e  p u rch aser.

§ 4 5 .4 4 6 3  Statutory provisions; adm in ­
istrative p rovisions; trade or business.

S e c . 4463. A d m in is tra tiv e  provision s— (a) 
Trade or b u sin ess. An operator o f a place  
or prem ises who m aintains for use or perm its 
th e  use o f any coin-operated device shall be 
considered, for purposes o f chapter 40, to  
be engaged in  a trade or business in  respect 
o f each such  device.

(b ) C ross reference. For penalties and  
other adm inistrative provisions applicable to

th is  subchapter, see chapter 40 and subtitle  
F.

[Sec. 4463 as originally enacted and in  effect 
July  1,1960]

§ 4 5 .4 4 6 3 —1 Cross references.

(a) F o r provisions re la tin g  to  reg is ­
t r a t io n  in  case of a  tra d e  o r business on 
w hich  a  special ta x  is im posed, see 
§§ 45.7011 a n d  45.7011-1.

(b) F o r req u irem en ts  re la tin g  to  p ost ­
ing  occupational ta x  stam ps, see 
§§ 45.6806 an d  45.6806-1.

(c) F o r provisions re la tin g  to  p en a l ­
ties  a n d  o th e r ad m in is tra tiv e  provisions 
applicable in  respect of th e  special ta x  
im posed w ith  respect to  co in -opera ted  
am usem en t an d  gam ing devices, see S ub ­
p a r t  K  a n d  th e  applicable provisions of 
S u b p a rt L of th is  p a rt.

Su b p a r t  D — O c c u p a t i o n a l  T a x  o n  

B o w l i n g  A l l e y s,  B i l l i a r d  a n d  P o o l  

T a b l e s

§ 4 5 .4 4 7 1  Statutory provisions; im posi­
tion  o f  tax.

§ 45.4473 Statutory provisions; exemp. 
tions.

S e c . 4473. E xem ptions. The tax imposed 
by section  4471 shall not apply with respect 
to—

(1) H ospita ls . Any billiard table or pool 
tab le in  a hospital if  no charge is made for 
th e  use o f such  table; or

(2) A rm ed  Forces. Any bowling alley 
billiard table, or pool table maintained ex­
c lusively for th e  use of members of the 
Armed Forces on  any property owned, re­
served, or used by, or otherwise acquired 
for th e  use of, th e  U nited States if no charge 
is made for their use; or

(3) C erta in  organisations. Any bowling 
alley, billiard table, or pool table operated—

(A) By, and located on the premises of, 
an organization n o t organized for profit and 
no part of th e  net earnings of which inures 
to  th e benefit of any private shareholder or 
individual, or

(B) By any agency or instrumentality of 
th e  U nited States,

if no charge is made for the use of such alley 
or table.

[Sec. 4473 as amended and in effect July 1, 
I960]

S e c . 4471. Im p o sitio n  o f tax . There shall 
be im posed a special tax to be paid by every 
person who operates a bow ling alley, biUiard 
room, or pool room a t th e  rate of $20 a year 
for each bowling alley, billiard table, or pool 
table.

[Sec. 4471 as originally enacted and in  effect 
July 1, 1960]

§ 4 5 .4 4 7 1 —T Im position  and rate of'tax .

(a) Im p o sitio n  o f ta x . Section  4471 
im poses a  special ta x  to  be p a id  by every 
p erson  who o p era tes a  bowling alley, b il ­
lia rd  room , or pool room . I f  a  tax p ay e r 
rep laces a n  alley bed, b illia rd  tab le , or 
pool tab le  w ith  resp ec t to  w hich  h e  h a s  
p a id  special ta x  w ith  a n o th e r  a rtic le  of 
th e  sam e or d ifferen t k ind  sub jec t to  th is  
tax , fo r exam ple, rep laces a n  alley bed 
e ith e r  w ith  a n o th e r  alley bed or a  b illia rd  
o r pool tab le , no  ad d itio n a l ta x  is pay ­
able. However, if th e  rep lac ing  artic le  is 
p laced  in  op era tio n  before op era tio n  of 
th e  rep laced  a rtic le  is d iscon tinued  ad d i ­
tio n a l ta x  liab ility  is in cu rred .

(b) R a te  o f ta x . T he  ra te  of special 
ta x  im posed by section  4471 is $20 per 
y ear fo r each  bowling alley, b illia rd  tab le , 
o r pool tab le . L iability  is in cu rred  in  
resp ec t of each  alley bed, b illia rd  tab le , 
o r  pool tab le  m a in ta in e d  fo r use on  th e  
o p e ra to r’s prem ises du rin g  a  p a r tic u la r  
y ea r or p o rtio n  thereo f.

§ 4 5 .4 4 7 2  Statutory provisions; defin i ­
tion . ■

S e c . 4472. D efin ition . For th e  purpose of 
section  4471 every building' or place where 
bowls are throw n or where games o f billiards 
or pool are played, except in  private hom es, 
shall be regarded as a bow ling alley, billiard  
room, or pool room, respectively.

[Sec. 4472 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .4 4 7 2 —1 D efin ition  o f  bowling alley, 
billiard room , and p ool room .

F o r th e  pu rpose of section  4471 every 
bu ild ing  o r p lace w here bowls a re  th ro w n  
o r w here  gam es of b illiards o r  pool a re  
played, excep t a  p riv a te  hom e, sh a ll be 
reg a rd ed  as a  bowling alley, b illiard  
room , o r pool room , respectively.

§ 4 5 .4 4 7 3 —1 Exem ptions.

(a) H ospitals. T he special tax im­
posed u n d e r section  4471 shall not apply 
in  th e  case of a  billiard or pool table 
op era ted  in  a  hosp ita l if no charge is 
m ad e  fo r  th e  use of such table. The 
te rm  “h o sp ita l”, as used in this section, 
does n o t include a  hom e for the aged 
even th o u g h  th e  hom e has facilities to 
ca re  fo r residen ts who become ill.

(b) A rm ed  Forces. The special tax 
im posed u n d e r section 4471 shall not 
app ly  w ith  respect to  any bowling alley, 
b illia rd  tab le, or pool table maintained 
exclusively fo r th e  use of members of 
th e  A rm ed Forces on any property owned, 
reserved, or used by, or otherwise ac­
qu ired  fo r th e  use of, the United States 
if  no  charg e  is m ade for their use. The 
te rm  “A rm ed Forces” includes all regu­
la r  a n d  reserve components of the uni­
fo rm ed  services w hich are subject to the 
ju risd ic tio n  of th e  Secretary of Defense, 
th e  S ecre ta ry  of th e  Army, the Secretary 
of th e  Navy, or th e  Secretary of the 
A ir Force. T he  te rm  also includes the 
C oast G uard .

(c) C erta in  organizations. The spe­
c ial ta x  im posed under section 4471rshau 
n o t apply  w ith  respect to  any bowling 
alley, b illia rd  table, or pool table—

(1) O pera ted  by, and  located on tne 
prem ises of, a n  organization organ­
ized fo r p ro fit and  no p art of the 
ea rn in g s of w hich inures to the ben 
of an y  p riv a te  shareholder or m(^ lcL p 
provided no charge is made for tne

: such  alley or table.
(2) O pera ted  by any agency or instr 
en ta litv  of th e  United States prowdeu

or tab le . _
Charge fo r  use. The exemp 

ed by section 4473 in ,igP «*g  
tx im posed by section 441_
»ply if an y  charge is 
: th e  bowling aHey. b i111̂  ^
1 tab le , even though the f l g g *  

.  a re  m et. IS S
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charge is collected from  th e  p layer o r 
players as, for example, w here a n  am o u n t 
is collected from  a  p layer using  a  bow ling 
alley for payment, d irectly  o r indirectly , 
to a pin-setter.

8 45.4474 Statutory provisions; cross 
references.

Se c . 4474. Cross references. For penalties 
and A d m in is t r a t i v e  provisions applicable to  
this subchapter, see chapter 40 and subtitle  
F.
(Sec. 4474 as originally enacted and in  effect 
July 1,1960]

§ 45.4474-1 Cross references.

(a) For provisions re la tin g  to  regis ­
tration in case of a  tra d e  o r business on  
which a special ta x  is im posed, see 
§§ 45.7011 and 45.7011-1.

(b) For requirem ents re la tin g  to  p ost ­
ing occupational ta x  s tam ps, see 
{§ 45.6806 and 45.6806 (a) -1 .

(c) For provisions re la tin g  to  penalties 
and other adm inistrative provisions a p ­
plicable in respect of th e  special ta x  im ­
posed with respect to  bowling alleys, b il ­
liard and pool tables, see S u b p a rt K  an d  
the applicable provisions of S u b p a rt L  of 
this part.

Subpar t  E— O l e o m a r g a r i n e

§45.4591 Statutory provisions; im posi­
tion of tax.

Sec. 4591. Im position o f ta x— (a) R a te . 
There is hereby Imposed on all oleom argarine 
imported from foreign countries, In addition  
to any Import duty imposed on  th e  sam e, an  
internal revenue tax of 15 cents per pound, 
such tax to be represented by coupon stam ps. 
The Secretary or bis delegate is  authorized  
to decide what substances, extracts, m ixtures, 
or compounds which may be subm itted  for 
his Inspection In contested cases are to  be 
taxed under this subchapter; and h is  deci ­
sion in matters of taxation under th is  sub ­
chapter shall be final.

(b) Affixing of stam ps. The stam ps sha  
he affixed and canceled by th e  owner or hx 
porter of the oleomargarine w hile it  is 1 
the custody of the proper custom  horn 
omcers; ana the oleomargarine sh a ll n ot pas 

t of the custody of said officers u n til th 
baYe been 80 affixed and cancelei 
* ,be Put UP ln  wooden package 

w + Ci?nt .̂ining not less than  10 Pounds, be 
J ' ' t a m p s  are affixed. W henever It j 

to take any oleom argarine so inc 
L r.5*i?.any P!ace other th an  th e  pUhll 
of amyl,, *be Un*ted States for th e  purpos 
2 o llS ? 8nfand. Cancellng such stam ps, th 
oleomaiL01 cYstoms of tlle  Port where sue  

entered shall designate  
S t edr eh° ? e to which l t  sha11 be taker 
as such of such custom s office

8Uch collector may direct.

U96oT  °riSlnally enacted and in  effec

im position , rate and  pay 
ment of and hability  fo r  tax .

m te  0 f t(lX- Sec 
t a p o r td i tT a te ? o f ? s addii l0n to  an:
011 all olenmov! « f  15 Cents p er  P °u n ' 
^ te d  S ta S ffgarine p o r t e d  in to  th  

(b) pn,m,S any foreign  country 
^ e ta x h 2 S  07lf  lia h iM y  f o r - t a a  

be Paid h v i w  Under s e c tio n  4591 sha] 
nnportedniilf unpor!;er or owner of th
°f stamps to t b f gai;in e  b y  th e  afflxin i 
celling therpnf16 packages a n d  th e  c a n  
is in the th e  o leo m a rg a r in

tonas. Each ^  ° f  th e  B u rea u  o f  C us  
Aach stam p affixed to

m u st be cancelled  by w ritin g  or p rin tin g  
in  in k  across th e  face  of th e  s ta m p  th e  
in itia ls  of th e  ow ner o r  consignee a n d  th e  
d a te  o n  w hich  th e  s tam p  w as affixed.

§ 4 5 .4 5 9 2 (a )  Statutory provisions; defi ­
n itions.

S e c . 4592. D efin ition s— (a) O leom argarine. 
For th e  purposes o f section 4591, certain  
m anufactured substances, certain extracts, 
and certain m ixtures and com pounds, in ­
clud ing such m ixtures and com pounds w ith  
butter, shaU be know n and designated as 
“oleom argarine”, nam ely: All substances 
know n prior to  A ugust 2, 1880, as oleom ar­
garine, oleo, oleom argarine oil, butterine, 
lardine, suine, and neutral; a ll m ixtures and  
com pounds of oleom argarine, oleo, oleom ar­
garine oil, butterine, lardine, su ine, and  
neutral; a ll lard extracts and ta llow  extracts; 
and all m ixtures and com pounds of tallow , 
beef fat, suet, lard, lard oil, fish  o il or fish  
fat, vegetable oil, annatto, and other coloring  
m atter, in testin a l fa t, and offal fa t;—If (1) 
m ade In im ita tion  or sem blance o f butter, 
or (2) calculated or in tended  to  be so ld  as 
butter or for butter, or (3) churned, em ulsi ­
fied, or m ixed in  cream, m ilk, water, o f [or] 
other liquid , and contain ing m oisture In 
excess of 1 per cen tu m  or com m on salt.

[Sec. 4592(a) as originally enacted and in  
effect July 1,1960]

§ 4 5 .4 5 9 2 (a )—1 D efin ition  o f  the term  
“oleom argarine” .

F o r th e  purposes of th e  regu la tions in  
th is  p a r t, c e rta in  m a n u fa c tu red  sub ­
s tances, c e r ta in  ex trac ts , a n d  c e r ta in  
m ix tu res  a n d  com pounds, includ ing  such  
m ix tu res  a n d  com pounds w ith  b u tte r  
sh a ll be know n a n d  designated  as "oleo ­
m a rg a rin e ”, nam ely,

(a) All substances know n p rio r to  
A ugust 2, 1886, as o leom argarine, oleo, 
o leom argarine  oil, b u tte rin e , la rd ine , 
suine, a n d  n e u tra l;

(b) All m ix tu res  a n d  com pounds of 
o leom argarine, oleo, o leom argarine oil, 
b u tte rin e , la rd ine , suine, a n d  n e u tra l;

(c) All la rd  e x tra c ts  a n d  tallow  ex ­
t r a c ts ;  a n d

(d) All m ix tu res  a n d  com pounds of 
tallow , beef fa t, suet, la rd , la rd  oil, fish 
oil o r  fish  fa t, vegetable oil, a n n a tto , a n d  
o th e r  coloring m a tte r , in te s tin a l fa t, 
a n d  offal f a t ;  if

(1) M ade in  im ita tio n  or sem blance of 
b u tte r , o r

(2) C alcu la ted  o r in ten d ed  to  be sold 
as b u tte r  or fo r bu tte r , o r

(3) C hurned , em ulsified, or m ixed in  
cream , m ilk, w a te r, o r o th e r liquid, an d  
co n ta in in g  m o istu re  in  excess of 1 per 
cen tu m  o r com m on sa lt.

§ 4 5 .4 5 9 3 (a )  Statutory provisions; ex ­
em ptions.

S e c . 4593. E xem ption— (a) S h orten in g  or 
co n d im en ts . Section  4591 sha ll not apply to  
puff-pastry shortening not churned or em ul­
sified  In m ilk  or cream, and having a m elting  
point o f 118 degrees F ahrenheit or more, nor 
to any of th e  follow ing contain ing condi­
m ents and sp ices; salad dressings, m ayon ­
naise dressings, or m ayonnaise products, nor 
to  liqu id  em ulsion, pharm aceutical prepara­
tions, o il m eals, liqu id  preservatives, illu m i­
n ating  oils, cleansing com pounds, or flavor­
ing com pounds.

[Sec. 4593(a) as originally enacted and In 
effect July  1, 1960]

§ 4 5 .4 5 9 3 (a )—!  Exem ptions.

(a) S h o rten in g  or condim ents. S ec ­
tio n  4591 sh a ll n o t  app ly  to  p u ff-p astry

sh o rten in g  n o t c h u rn ed  or em ulsified in  
m ilk  o r  c ream , a n d  hav in g  a  m elting  
p o in t of 118 degrees F a h re n h e it o r  m ore, 
n o r  to  a n y  of th e  follow ing co n ta in in g  
cond im en ts a n d  spices: sa lad  dressing, 
m ayonnaise  d ressing , o r m ayonnaise  
p roducts, n o r to  liquid  em ulsion, p h a r ­
m aceu tica l p rep a ra tio n s , oil m eals, liquid 
preservatives, illu m in a tin g  oils, c leans ­
ing  com pounds, o r flavoring  com pounds.

Su b p a r t  F— W h i t e  P h o sp h o r u s 

M a t c h e s

§ 4 5 .4 8 0 1  Statutory provisions; im posi ­
tion  o f  tax.

S e c . 4801. Im p o sitio n  o f  t a t — (a) R ate . 
There shall be Imposed upon w hite phos ­
phorus m atches m anufactured, sold, or re ­
m oved a  tax  a t th e  rate of 2 cents per one  
hundred m atches.

(b ) B y w h om  p a id . The tax  Imposed by 
subsection  (a) shall be paid by th e  m anu ­
facturer.

[Sec. 4801 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .4 8 0 1 —1 Im position  and rate o f  tax.

Section  4801 im poses a  ta x  upon  w hite  
pho sp h o ru s m atch es m an u fac tu red , sold, 
o r  rem oved a t  th e  r a te  of 2 cen ts  p e r  100 
m atches. T h e  ta x  is payab le  by  th e  
m a n u fa c tu re r  of th e  w h ite  p hosphorus 
m atches. F o r a  d efin itio n  of th e  te rm  
“w h ite  pho sp h o ru s”, see section  4802 an d  
§ 45.4802-1.

§ 4 5 .4 8 0 2  Statutory provisions; defin i ­
tion  o f  w hite phosphorus.

Se c . 4802. D efin itio n  o f  w h ite  ph osph orus. 
For th e  purpose o f th is  subchapter, th e  
words “w h ite  phosphorus” shall be under ­
stood to  m ean th e  com m on poisonous w hite  
or yellow  phosphorus used in  th e  m anufac ­
tu re o f m atches and n ot to  Include th e  non -  
poisonous form s or th e  nonpolsonous com ­
pounds o f w hite or yellow  phosphorus.

[Sec. 4802 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .4 8 0 2 —1 D efin ition  o f  white phos ­
phorus.

F o r th e  pu rpose of th e  reg u la tio n s in  
th is  p a r t, th e  te rm  "w hite  p h o sp h o ru s” 
sh a ll be und ersto o d  to  m e a n  th e  com m on 
poisonous w h ite  o r  yellow phosphorous 
used in  th e  m a n u fa c tu re  of m atches. 
T h e  te rm  does n o t include th e  n o n - 
poisonous fo rm s o r th e  nonpoisonous 
com pounds of w hite  o r  yellow p h o s ­
phorus.

§ 4 5 .4 8 0 3  Statutory provisions; stamps.
S e c . 4803. S ta m p s— (a) M eth o d  o f p a y ­

m e n t— (1) S ta m p s. The tax im posed by 
section  4801 shall he represented by adhe ­
sive stam ps.

(2) A ssessm en t. For assessm ent in  case 
of om itted  taxes, see su b title  F.

(b ) Sale. The Secretary or h is delegate, 
sha ll require th a t stam ps be sold only  to  
duly qualified m anufacturers.

(c) A ccou n ts. The Secretary or h is dele ­
gate shall cause to  be kept accounts of the  
num ber and denom inate values of the  
stam ps sold to  each m anufacturer.

(d) O th er s ta m p  provision s. A ll the pro­
vis ions and penalties of law governing the  
engraving, issuing, sale, affixing, cancellation, 
accountability , effacem ent, destruction, and  
forgery o f stam ps provided for in ternal reve­
nues sha ll apply to  stam ps provided for by 
th is  subchapter.

[Sec. 4803 as originally enacted and in  effect 
Ju ly  1,1960]
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§ 4 5 .4 8 0 3 -1  Sale o f  stam ps to qualified  
m anufacturer.

D ocum en tary  stam p s will be used in  
th e  p ay m en t of th e  ta x  im posed by sec ­
tio n  4801. S uch  s tam p s a re  o b ta inab le  
fro m  an y  d is tr ic t d irec to r upon  requ isi ­
tio n  a n d  p ay m en t th e re fo r  by a  m a n u ­
fa c tu re r  w ho h a s  in c u rre d  liab ility  fo r  
th e  ta x  im posed by section  4801 an d  w ho 
h a s  reg iste red  a n d  filed a  sa tisfac to ry  
bond in  accordance w ith  th e  regu la tions 
in  th is  p a r t.

§ 4 5 .4 8 0 4  Statutory provisions ; require ­
m ents on  m anufacturers.

S e c . 4804. R eq u irem en ts  on  m a n u fa c ­
tu rers— (a) P ackin g— (1) N u m ber in  p a ck ­
ages. All w h ite  phosphorus m atches shall 
be packed by th e  m anufacturer thereof in  
packages contain ing 100, 200, 500, 1,000, or 
1,500 m atches each, w hich shall th en  be 
packed by th e  m anufacturer in  packages 
contain ing not less th an  14,400 m atches.

(2) S ta m p in g . The m anufacturer shall 
affix to  every package contain ing 100, 200, 
500, 1,000, or 1,500 m atches an adhesive 
stam p of th e  required value and shall place 
th ereon  th e  in itia ls  of h is  nam e and th e  date 
o n  w hich such  stam p is affixed, so th a t th e  
sam e m ay n o t again be used.

(3) F actory  n u m b er . Every m anufacturer  
of m atches shall mark, brand, affix, stam p, 
or print, in  such  m anner as th e  Secretary 
or h is  delegate sha ll prescribe, on  every 
package of w h ite  phosphorus m atches m anu ­
factured, sold, or removed b y  h im , th e  fa c ­
tory num ber required under subsection  ( b ) .

(4) L abel. Every m anufacturer o f w h ite  
phosphorus m atches shall securely affix by 
pasting on  each original package contain ing  
stam ped packages o f w h ite  phosphorus 
m atches m anufactured by h im  a label, on  
w hich  shall be printed, besides th e  number 
of th e  m anufactory and th e  d istrict in  w hich  
i t  is situated , these words: "Notice^.—The 
m anufacturer o f th e  w hite phosphorus 
m atches herein  contained has com plied w ith  
all th e  requirem ents o f law. Every person  
is  cautioned  n o t to  use again th e  stam ps on  
th e  packages herein  contained under th e  
penalty  provided by law in  such  cases.”

(b) F acto ry  n u m b er  a n d  signs. Every 
m anufacturer o f w hite phosphorus m atches 
sh a ll p u t up su ch  signs and affix such  num ­
ber to  h is  factory as th e  Secretary or h is  
delegate m ay by regulation require.

(c) B onds. Every m anufacturer o f w hite  
phosphorus m atches shall file w ith  th e  offi­
c ia l in  charge o f th e  in ternal revenue d is ­
tr ic t in  w hich  h is  m anufactory is located  
su ch  bonds as th e  Secretary or h is delegate  
m ay by regulation  require. The bond re­
quired of su ch  m anufacturer shall be in  
th e  penal sum  of n o t less th a n  $1,000; and  
th e  sum  o f said  bond m ay be increased from  
tim e to  tim e and additional sureties required  
a t th e  discretion o f th e  Secretary or h is  
delegate.

(d ) R eg is tra tio n . Every m anufacturer o f 
w hite phosphorus m atches sha ll register w ith  
th e  official in  charge o f th e  in ternal revenue 
d istrict h is nam e or style, place o f m anufac ­
tory, and th e  place where such  business is to  
b e  carried on.

[Sec. 4804 as originally enacted and in  effect 
July 1, 1960]

§ 4 5 .4 8 0 4 —1 Packing and stam ping of  
white phosphorus m atches.

S ection  4804(a) requ ires t h a t  a ll w hite  
p h osphorus m atch es sh a ll be packed  in  
packages of 100, 200, 500, 1,000, a n d  
1,500 m a tch es  each , a n d  th ese  sh a ll th e n  
be p acked  in  packages co n ta in in g  n o t 
less th a n  14,400 m atches. T h e  s tam p  o r 
s tam p s requ ired  to  be used in  p a y m en t of 
th e  ta x  m u s t be securely  affixed by  th e

m a n u fa c tu re r  so as to  seal th e  packages 
of 100, 200, 500,1,000, a n d  1,500 m atch es 
a n d  th e  in itia ls  of th e  m a n u fa c tu re r  a n d  
th e  d a te  w hen  such  s ta m p  o r s tam p s a re  
affixed p laced  th e re o n  e ith e r  by stencil 
o r p e rfo ra tio n . T h e  stenciling  or p e r ­
fo ra tin g  of s tam p s m ay  be done before 
affixing to  th e  packages w here m ach ines 
a re  em ployed fo r th is  purpose a n d  w here 
th e  stenciling  o r p erfo ra tin g  of stam p s 
a f te r  affixing would in ju re  th e  packages. 
Packages fo r pack ing  100, 200, 500,1,000, 
a n d  1,500 m a tch es  m ay  be of an y  d u rab le  
m a te r ia l w hich  will p e rm it th e  affixing 
a n d  adhesion  of th e  s tam ps.

§ 4 5 .4 8 0 4 —2 Factory num ber.

U pon rece ip t of th e  n o tice  of in te n tio n  
to  m a n u fa c tu re  w h ite  p hosphorus 
m atches, a s p rovided  by § 45.4804-8, th e  
d is tr ic t d irec to r will assign  to  th e  m a n u ­
fa c tu re r  a  fac to ry  num ber, w hich  applies 
to  th e  fac to ry , a n d  sh a ll n o t th e re a f te r  
be changed . I n  case th e re  is m ore th a n  
one m a n u fa c tu re r , o r  a  single m a n u fa c ­
tu re r  hav in g  m ore th a n  one fac to ry  in  
th e  sam e d is tr ic t, a  se p a ra te  a n d  con ­
secutive n u m b er sh a ll be given each  
fac to ry .

§ 4 5 .4 8 0 4 —3 M anufacturer’s sign .

T h e  m a n u fa c tu re r  sha ll, a f te r  assign ­
m en t of a  fac to ry  num ber, p lace over th e  
p rin c ip a l e n tra n c e  to  th e  bu ild ing  in  
w hich  th e  business is ca rrie d  o n  a  sign  
w ith  le tte rs  n o t less th a n  4 inches in  
le n g th  a n d  o f  sufficient w id th , gilded o r 
p a in te d  in  oil in  colors so as to  be easily 
discernible, giving th e  n am e a n d  business 
an d  n u m b er of fac to ry  in  th e  following 
fo rm :

John  Doe, .
M anufacturer o f W hite Phosphorus M atches, 

Factory No. 1

§ 4 5 .4 8 0 4 —4  Separate factories for tax ­
able and nontaxable m atches.

I f  th e  m a n u fa c tu re r  is  also engaged in  
th e  p ro d u c tio n  of m a tch es  n o t tax ab le  
u n d e r section  4801, th e  fac to ry  prem ises 
w here th e  ta x ab le  a n d  n o n tax ab le  
m a tch es  a re  p roduced  sh a ll be en tire ly  
sep ara te , o r if  in  th e  s a m e . building, 
sep a ra ted  by solid w alls o r  p a rtitio n s , 
w hich  sh a ll ex tend  fro m  floor to  ceiling. 
T h e  m a n u fa c tu re  of ta x ab le  a n d  n o n ta x -  
able m atch es on  th e  sam e prem ises an d  
w ith  th e  sam e m ach in ery  is n o t  p e r ­
m issible.

§ 4 5 .4 8 0 4 —5 Factory num ber required  
on  each package.

T he fac to ry  n u m b er requ ired  u n d e r 
section  4804 m u s t be p rin te d , b ran d ed , o r  
lith o g rap h ed  o n  every package of w hite 
phosphorus m atch es rem oved by th e  
m an u fac tu re r .

§ 45 .4804—6 Caution label.

I n  a d d itio n  to  th e  fac to ry  nu m b er re ­
qu ired  on  th e  s tam p ed  packages of w hite  
p h osphorus m atch es a  cau tio n  label, as 
req u ired  by sec tion  4804(a) (4 ), m u s t be 
affixed to  th e  o rig in a l package c o n ta in ­
ing  th ese  s tam p ed  packages. T h is  label 
shou ld  be p rin te d  in  b lack  in k  on  w hite 
pap er, or, if  o th e r  colors a re  used, th e  
p rin tin g  shou ld  be in  s tro n g es t c o n tra s t 
to  th e  background , so as to  be d is tin c t 
a n d  legible.

§ 4 5 .4 8 0 4 —7 M anufacturer’s bond.

Every m a n u fa c tu re r  of white phos­
ph o ru s m atch es sh a ll file such bonds as 
th e  d is tr ic t d irec to r m ay require before 
com m encem ent of business. The penal 
sum  of such  bond shall be not less than 
$1,000; an d  th e  sum  of said bonds may 
be increased  fro m  tim e to time at the 
d iscre tion  of th e  d is tric t director. This 
bond is a  con tinu ing  one until replaced 
by a  new  in s tru m en t. W here there is a 
d iscon tinuance  of operation for a period, 
a  new  bond w ill be required upon re­
sum ption  of business. For other pro­
v isions re la tin g  to  bonds, see §§ 301.7101 
a n d  301.7101-1 of th is  chapter (Regula­
tio n s  o n  P rocedure  an d  Administration).

§ 4 5 .4 8 0 4 -8  Registry by manufacturer.

Every p erson  proposing to manufac­
tu re  w h ite  phosphorus matches shall, 
before com m encing such manufacture, 
reg is te r by giving w ritten  notice of in­
te n tio n  to  m an u fac tu re  white phos­
p h o ru s m atch es to  th e  district director 
fo r  th e  d is tr ic t in  w hich is located the 
fac to ry , a n d  on  Ju ly  1 of each year the 
m a n u fa c tu re r  sh a ll give written notice 
of in te n t  to  con tinue th e  manufacture of 
w hite  phosphorus m atches. Such man­
u fa c tu re r  w ill also be required to file 
bond  a n d  to  com ply w ith  all other pro­
visions of th e  regu lations in this part.

§ 4 5 .4 8 0 4 —9  Inventory to be made at 
com m encem ent o f  business, on July 
1 o f  each year, and at the time of 
closing.

A fte r reg is tra tio n , filing of notices and 
bonds, every m anufac tu rer of white 
phosphorus m atches, before commencing 
business, sh a ll file w ith the  district di­
re c to r fo r th e  d is tric t in  which his fac­
to ry  is located  a n  inventory in letter 
fo rm  ap p ro p ria te ly  m arked “Opening in­
v en to ry ” , s ta tin g  th e  quantity of each 
of th e  d ifferen t k inds of materials used 
in  th e  m a n u fa c tu re  of white phosphorus 
m atch es, th e  num ber of packages and 
q u a n tity  of white, phosphorus matches, 
s tam p ed  a n d  unstam ped, and the value 
of a tta c h e d  a n d  u n a ttached  stamps held 
o r owned in  respect of such factory by 
such  m an u fa c tu re r , on the  date of the 
inven tory . A n inventory shall there­
a f te r  be filed as of th e  first day of July 
du rin g  co n tin u an ce  of operations, 
a  s im ila r inven tory  m ust be filed upo 
d iscon tinuance  or suspension or j 
business fo r a  lim ited period, which 
should  be m arked  “closing mventory. 
S uch  le tte r  m u st contain  a written dec­
la ra tio n  th a t  th e  statem ents madethere- 
in  a re  m ade under the  penalt 
p e rju ry .
§ 4 5 .4 8 0 4 - 1 0  D aily  records.

(a) In  general. Every
is req u ired  to  keep a  daily ^
ing  th e  to ta l  of each m aterial us 
day  a n d  th e  to ta l num ber of matches 
produced  a n d  th e  num ber (rf . ^
packages a n d  original packages
packed ; also the to ta l number ^
packages a n d  original Pack^f® ’hJ  ¿iS. 
w ith  th e  to ta l num ber of matches, a» 
posed of each  day. names

(b) N am es o f c u s to m e r s .™
of custom ers to  w hom  m atches ^  
signed a n d  th e  quantities . ^
n o t be en tered  in  th e  manufacture
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daily record and q u arte rly  re tu rn s , b u t 
the manufacturer shall, upon  req u est of 
any internal revenue officer, fu rn ish  a  
record of all sales fo r such  period as 
may be desired.

§ 45.4804—11 Quarterly return.

Each m anufacturer sh a ll re n d e r in  
duplicate to the d is tric t d irec to r a  re ­
turn in letter form  fo r each  ca len d a r 
quarter, which shall be a  sum m ary  of 
the daily record requ ired  u n d e r p rov i ­

sions of paragraph (a) of § 45.4804-10.

§45.4805 Statutory provisions; im por ­
tation and exportation.

Se c . 4805. I m p o r t a t i o n  a n d  e x p o r t a t i o n —
(a) I m p o r ta tio n .  W hite phosphorus m atch ­
es, manufactured w holly or in  part in  any 
foreign country, shall not be en titled  to  
entry at any of th e ports o f th e  U nited  
States, and the im portation thereof is pro ­
hibited. All matches Imported in to  the  
United States shall be accom panied by such  
certificate of official inspection by th e  gov ­
ernment of the country in  w hich such  
matches were manufactured as shall satisfy  
the Secretary or his delegate th a t th ey  axe 
not white phosphorus m atches.

(b) Exportation. It shall be unlaw ful 
to export from the United States any w hite  
phosphorus matches.

[Sec. 4805 as originally enacted and in  effect 
July 1, 1960]

§ 45.4805—1 Im portation and exporta ­
tion of matches.

(a) White phosphorus m a tches— (1) 
Importation. The im po rta tio n  in to  th e  
United States of w hite phosphorus 
matches is prohibited.

(2) Exportation. T he  ex p o rta tio n  
from the United S ta tes of w hite  p h o s ­
phorus matches is unlaw ful.

(b) Matches in  general. F o r reg u la ­
tions relating to  th e  im p o rta tio n  of 
matches into, or th e  ex p o rta tio n  of 
matches out of, th e  U nited  S ta tes , see 
the regulations of th e  B ureau  of C us ­
toms, 19 CFR 12.34 and  12.35.

§ 45.4806 Statutory 
references.

provisions ; , cross

■m^'.v806, Cross references. For p en a lt ie s  
S S . er„ general 811(1 ad m in istra tiv e  prov i-  
t it lfp Ppllcable to  th ls  su bchap ter , see  su b -

M y MOeO] 0riginally enacted  an<1 in  effect

§ 45.4806-1 Cross references.

457*200 ^ o ? « nalties’ see §§ 45.7208, 
and 45:7328 3 ’ 45'7267, 45,7274' 45-7303>

as « in  ̂  *or fa ilu re  to  reg is te r
(c? uvfd b.y § 45.4804-8, see § 45.7272.

* M . S s Ub p S u m ‘n l5 tr a tiV e  P r0V l-

Subport G — A d u l t e r a t e d  a n d  P r o c e ss 

*  Re n ovat e d  Bu t t e r  T a x  o n  P r o d -

§ 45 d&l l c
iionoftatx.tUt° ry p r° visions; im P °si-

(lU d « lte1ra5 Phfii i ° n  0f tax~ ( &) R a te—  
P°sed upon a d ^ u U tt e r ’ T h e re  Bha11 b e  im -  
factured or b u t t e r > w h e n  m a n u -
tlon or u s p  o + ° r  re m o v e d  i o v  c o n s u m p -  

and any f r a c t t , ^  ° f  10 c en ts per Po u n d,
tttea as a p^und&1 Part ° f  a pound sha11 be

shal/ ren°va ted  b u tte r . T here
upon process or ren ovated

No. 1 2---- 5

butter, w hen m anufactured or sold or re­
m oved for consum ption or use, a tax of one- 
fourth  o f 1 cen t per pound, and any  
fractional part of a pound sha ll be taxed as 
a pound.

(b ) B y w h om  pa id . The tax Imposed by 
subsection  (a) shall he paid by the m an ­
ufacturer.

[Sec. 4811 as originally enacted and In effect 
July  1, 1960]

§ 4 5 .4 8 1 1 —1 Im position  and rate o f  tax.

(a) A d u ltera ted  b u tter . S ection  4811
(a) (1) im poses a  ta x  upon ad u lte ra te d  
b u tte r , w hen  m a n u fa c tu red  o r so ld  o r 
rem oved fo r consum ption  o r use from  
th e  place of m an u fac tu re , a t  th e  ra te  
of 10 cen ts  p e r pound. A frac tio n a l p a r t  
of a  pound  is tax ed  as a  pound. (For 
defin ition  of ad u lte ra te d  b u tte r , see 
§ 45.4826-2.)

(b) Process or renovated  butter. 
S ection  4811(a)(2) im poses a  ta x  upon 
process o r ren o v ated  b u tte r , w hen  m a n ­
u fac tu red  o r  sold  o r rem oved fo r con ­
sum ption  o r use  fro m  th e  p lace of m a n ­
u fac tu re , a t  th e  ra te  of o n e -fo u rth  of 1 
cen t p e r pound. A fra c tio n a l p a r t  of 
a  pound  is tax ed  as a  pound. (For defi­
n itio n  of process o r ren o v ated  b u tte r, 
see § 45.4826-5.)

(c) L iab ility  fo r  tax . T he  tax es im ­
posed u n d e r section  4811 sh a ll be p a id  
by th e  m a n u fa c tu re r  of th e  ad u lte ra te d  
b u tte r  o r th e  process o r ren o v a ted  b u tte r , 
as  th e  case m ay  be. F o r provisions r e ­
la tin g  to  th e  m ethod  of p ay m en t of th e  
ta x  a n d  to  bonding  requ irem en ts, see 
§§ 45.4813-1 a n d  45.4814-5, respectively.

§ 4 5 .4 8 1 2  Statutory provisions; im por ­
tation  o f  adulterated butter.

Se c . 4812. Im p o r ta tio n  o f  a d u lte ra ted  b u t ­
te r . There shall be im posed upon adulter ­
ated butter Imported from a foreign country, 
in  addition to  any Import duty imposed, on  
th e  sam e, an internal revenue tax o f 15 cents 
per pound, such  tax to  he represented by 
coupon stam ps as In th e  case o f adulterated  
butter m anufactured In th e  U n ited  States. 
The stam ps shall be affixed and canceled by 
th e  owner or importer of th e  adulterated  
butter w hile i t  is  in  th e  custody o f th e  
officers or em ployees designated by th e  Sec ­
retary or h is  delegate; and th e  adulterated  
butter sha ll n o t pass o u t o f th e  custody of 
said officers or em ployees u n til th e stam ps 
have been  so affixed and canceled, h u t shall 
be p u t up in  wooden packages, each contain ­
in g  not less th a n  10 pounds, as prescribed 
in  th is  subpart for adulterated butter m anu ­
factured in  th e  U nited States, before the  
stam ps are affixed; and the owner or im ­
porter of such  adulterated butter sha ll be 
liab le to  all th e  penal provisions of th is  sub ­
part prescribed for m anufacturers of adulter ­
ated butter m anufactured in  th e  U nited  
States. W henever it  is necessary to  take any 
adulterated butter so im ported to  any place 
other th an  th e  public stores o f th e  U nited  
States for th e  purpose o f affixing and can ­
celing such  stam ps, th e  Secretary or h is  dele ­
gate shall designate a bonded warehouse to  
w hich  it  shall be taken, under th e  control 
of such  officer or em ployee as th e  Secretary 
or h is delegate m ay direct.

[Sec. 4812 as originally enacted and in  effect 
July  1,1960]

§ 4 5 .4 8 1 2 —1 Im position  and rate o f  tax.

(a) In  general. Section  4812 im poses 
a  ta x  upon  a d u lte ra te d  b u tte r  im ported  
fro m  a  fo reign  co u n try  a t  th e  r a te  of 15 
cen ts  p e r pound. T h e  ta x  im posed by

sec tion  4812 is in  ad d itio n  to  an y  im p o rt 
d u ty  im posed up o n  a d u lte ra te d  b u tte r .

(b) L iab ility  fa r  ta x . T h e  ta x  im posed 
u n d e r section  4812 upon  im ported  a d u lt ­
e ra te d  b u tte r  is  payab le  by th e  ow ner 
o r  im p o rte r of th e  im p o rted  a d u lte ra te d  
b u tte r  by th e  affixing of coupon stam p s 
w hile th e  a d u lte ra te d  b u tte r  is in  th e  
custody of th e  B u reau  of C ustom s.

§ 4 5 .4 8 1 2 —2 R equisition  for, affixing  
and canceling stam ps.

(a) R equisition  fo r  stam ps. S tam p s 
fo r ta x  p ay m en t of im ported  a d u lte ra te d  
b u tte r  w ill be sold  to  th e  ow ner o r im ­
p o rte r  only up o n  requ isition  on  F o rm  923 
execu ted  by a n  au th o rized  custom s offi­
cer. T h e  requ isition  sh a ll be p resen ted  
to  th e  d is tr ic t d irec to r fo r  th e  d is tr ic t 
in  w hich  is loca ted  th e  custom house 
w here th e  e n try  is filed.

(b) A ffix ing  a nd  canceling stam ps. 
B efore re lease  fro m  custom s custody 
s tam p s sh a ll be affixed a n d  canceled  by 
th e  ow ner o r im p o rte r in  th e  m a n n e r 
p rescribed  in  p a ra g ra p h s  (c) a n d  (d) of 
§ 45.4813-1, excep t t h a t  th e  can ce lla tio n  
sh a ll d istin c tly  show th e  n am e  of th e  
ow ner o r  im porter, p o r t of en try , 
custom s e n try  num ber, a n d  date .

§ 4 5 .4 8 1 2 —3 P ack ing and branding.

Im p o rted  a d u lte ra te d  b u tte r  sh a ll be 
packed  in  w ooden packages of n o t less 
th a n  10 pounds each , a s  p rescribed  in  
p a ra g ra p h  (a ) of § 45.4814-1. B efore 
rem oval fro m  custom s custody im ported  
packages sh a ll be b ra n d e d  in  accordance 
w ith  p a ra g ra p h  (b) of § 45.4814-1, so f a r  
a s  applicable, th e  n am e  o f th e  c o u n try  
of orig in , a n d  th e  n am e a n d  ad d ress of 
th e  im p o rte r  to  be su b stitu ted  fo r  th e  
fac to ry  num ber, a n d  in te rn a l revenue 
d is tr ic t a n d  S ta te . T h e  cau tio n  no tice  
p rescribed  in  § 45.4814-3 fo r packages of 
a d u lte ra te d  b u tte r  of dom estic  m a n u ­
fa c tu re  is n o t req u ired  in  th e  case of 
im p o rted  a d u lte ra te d  b u tte r .

§ 4 5 .4 8 1 3  Statutory p rov ision s; stam ps.
S e c . 4813. S ta m p s— (a) M eth o d  o f  p a y ­

m e n t— (1 ) S ta m p s. The tax Imposed by sec ­
t ion  4811 shall be represented by coupon  
stam ps.

(2) A ssessm en t. For assessm ent in  case 
of om itted  taxes, see su b title  F.

(b) E m p tied  packages. W henever any  
stam ped package contain ing adulterated  
butter Is em ptied, It sha ll be th e  d u ty  o f 
th e  person in  w hose hands th e  sam e is to  
destroy u tterly  th e  stam ps thereon. The 
Secretary or h is  delegate m ay destroy any 
em ptied package of. adulterated butter upon  
w hich th e  tax-paid  stam p Is found.

(c) O th er s ta m p  prov ision s. The provi­
sions o f law  governing th e  engraving, issuing, 
sale, accountability , effacem ent, and destruc ­
t ion  o f stam ps relating to  tobacco and snuff, 
as far as applicable, shall apply to  th e  
stam ps provided in  paragraph (1) o f su b ­
section (a ) .

[Sec. 4813 as orig inally enacted and in  effect 
July I", 1960]

§ 4 5 .4 8 1 3 —1 M ethod o f  paym ent.

(a) S ta m p s— (1) I n  general. T he 
tax es  im posed u n d e r sec tion  4811 sh a ll 
be p a id  by th e  m a n u fa c tu re r  by affix ­
ing s tam p s to  th e  packages of a d u lte r ­
a te d  b u tte r  o r  process o r  ren o v a ted  
b u tte r , a s  th e  case m ay  be, before th e  
packages a re  rem oved fro m  th e  bonded 
prem ises. If , how ever, th e  d is tr ic t d i-
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rec to r deem s i t  necessary , h e  m ay  r e ­
qu ire  th e  a tta c h m e n t of s tam p s a t  an y  
tim e  a f te r  m an u fac tu re .

(2) D enom ina tion  o f s tam ps. S tam p s 
fo r th e  p ay m en t of th e  ta x  o n  a d u lte r ­
a te d  b u tte r , o r  process o r ren o v a ted  b u t ­
te r  a re  designated  “Process o r R enovated  
B u tte r” a n d  a re  issued  in  sh ee ts  of 20 
s tam p s each , in  d en om inations of 10, 
20, 30, 40, 50, 60, a n d  100 pounds. O ne- 
p o und  coupon s tam p s fo r use in  connec ­
t io n  w ith  s tam p s of th e  foregoing de ­
n o m in a tio n s a re  issued in  sh ee ts  of 200 
s tam p s each .

(b) O rdering stam ps. E xcep t as o th ­
erw ise p rovided  in  § 45.4812-2, s tam p s 
fo r  packages of a d u lte ra te d  b u tte r  or 
process o r  ren o v a ted  b u tte r  w ill be  sold 
only to  reg is te red  m an u fa c tu re rs . T hey  
sh a ll be p u rch ased  fro m  th e  d is tr ic t d i ­
re c to r  fo r  th e  d is tr ic t in  w h ich  th e  fa c ­
to ry  is located . O rders fo r  s tam p s sh a ll 
be p re p a re d  on  F o rm  218. A rem itta n c e  
fo r  th e  to ta l value of th e  s tam p s sha ll 
accom pany  th e  order.

(c) A ffix ing  stam ps. A n in te rn a l-re v ­
enue  s ta m p  of a  d en o m in a tio n  t h a t  w ill 
f u lly  cover th e  ta x  on th e  n e t  w eight 
of th e  co n ten ts  sh a ll be affixed to  each  
p ackage  before  rem oval fro m  th e  fa c ­
to ry , excep t packages fo r ex p o rt a n d  fo r 
use  of th e  U n ited  S ta tes . A single stam p  
of a  d en o m in a tio n  d eno ting  th e  q u a n tity  
in  th e  package sh a ll be used  if  s tam p s 
of su ch  d en o m in a tio n  a re  issued. I f  a  
single  s ta m p  will n o t fu lly  cover th e  ta x  
due, th e  le a s t sufficient num ber, of a d d i ­
t io n a l s tam p s sh a ll be used.

(d) C anceling stam ps. E ach  s tam p  
affixed to  a  package sh a ll be canceled  
before  rem oval fro m  th e  fac to ry . T h e  
concella tion  sh a ll be legibly  w ritte n  o r 
p r in te d  in  ink , o r  p e rfo ra ted , a n d  sh a ll 
show  th e  fac to ry  num ber, in te rn a l  reve ­
n u e  d is tr ic t, S ta te , a n d  d a te . T h e  c a n ­
ce lla tio n  m a rk s  m ay  be ab b rev ia ted  in  
th e  follow ing m a n n e r, ind ica tin g , fo r  
exam ple, can ce lla tio n  by fac to ry  No. 10, 
C hicago d is tric t, Illinois, on  J a n u a ry  15, 
1958: 10-Chicago, 111., 1-15-58.

§ 4 5 .4 8 1 4  Statutory provisions; require ­
m ents applicab le to m anufacturers.

Se c . 4814. R eq u irem en ts  a p p lica b le  to  
m a n u fa c tu rers— (a) P ackin g , s ta m p in g , a n d  
se llin g  req u irem en ts— (1) A d u lte ra te d  b u t ­
te r . A ll adulterated butter shall be packed  
by th e  m anufacturer th ereof in  firkins, tubs, 
or other wooden, tin -p la te , or paper pack ­
ages n o t before used for th a t purpose, con ­
ta in in g , or encased in  a m anufacturer’s 
package m ade from  any o f such  m aterials of, 
n o t less th an  ten  pounds, and marked, 
stam ped, and branded as th e  Secretary or 
h is  delegate shall prescribe, and aU sales 
m ade by m anufacturers of adulterated  
butter shah  be in  original, stam ped packages. 
Every m anufacturer o f adulterated butter  
shaU securely affix, by pasting, on  each  pack ­
age contain ing adulterated butter m anufac ­
tured by h im  a label on  w hich  shall be  
printed, besides th e  num ber o f th e  m anufac ­
tory and th e  d istr ict and S tate  in  w hich  i t  is  
situated , th ese words: "Notice.— The m an u ­
facturer o f th e  adulterated butter herein  
contained  has com plied w ith  a ll th e  require ­
m ents o f law. Every person is cautioned  n o t  
to  use either th is  package again  or th e  stam p  
thereon, nor to  remove th e  con ten ts of th is  
package w ith ou t destroying said stam p, 
under th e  penalty  provided by law  in  such  
cases.”

(2 ) P rocess or ren o va ted  b u tte r .  For 
m arking process or renovated butter, see sec ­
t ion  4817.

(b) F actory  n u m b er  a n d  signs. Every 
m anufacturer o f process or renovated butter  
or adulterated butter shall p u t up  such  signs 
and affix su ch  num ber to  h is  factory as th e  
Secretary or h is  delegate m ay by regulation  
require.

(c) B onds. Every m anufacturer of process 
or renovated butter or adulterated butter  
shall file w ith  th e  official in  charge o f the  
in ternal revenue d istrict in  w hich  h is m an u ­
factory is located such  bonds as th e  Secre ­
tary or h is delegate m ay by regulation re ­
quire. The bond required o f such  m anufac ­
turer shall be in  a penal sum  o f not less th an  
$500; and th e  stun of said bond m ay be in ­
creased from  tim e to  tim e and additional 
sureties required a t the discretion o f th e  
Secretary or h is delegate.

[Sec. 4814 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .4 8 1 4 —1 P acking and branding  
adulterated butter.

(a) P a c k a g e s — (1) G eneral. (Ï) 
A d u lte ra ted  b u tte r  sh a ll be packed by th e  
m a n u fa c tu re r  th e reo f in  s ta tu to ry  p ack ­
ages of n o t less th a n  10 pounds. A s ta tu ­
to ry  package is one designed to  co n ta in  
only t h a t  q u a n tity  of a d u lte ra te d  b u tte r  
as in d ica ted  by th e  s tam p  o r s tam p s to  
be affixed th e re to .

(ii) C o n ta in ers  of a d u lte ra te d  b u tte r  
m u st be of a  du rab le  a n d  su b s ta n tia l 
c h a ra c te r  a n d  m u st com pletely  cover th e  
con ten ts. As to  p en a lty  fo r  refilling  con ­
ta in e rs  fro m  w hich  a d u lte ra te d  b u tte r  
h a s  been  rem oved, see section  7234(d) 
(2) (B ).

(2) A d d itiona l coverings. P roperly  
s tam p ed  a n d  b ran d ed  packages of a d u l ­
te ra te d  b u tte r  m ay  be incased  in  a d d i ­
t io n a l coverings o r w rappers provided 
such  coverings a re  b ran d ed  as p rescribed  
in  p a ra g ra p h  (b) of th is  section  an d  con ­
ta in  th e  follow ing in sc rip tio n  legibly 
p rin te d  o r stenciled  in  le tte rs  n o t less 
th a n  h a lf  a n  in ch  h ig h : “T ax  h a s  been  
p a id  a n d  p ro p e r s tam p  p laced  on  th e  
o rig ina l package co n ta in ed  h e re in .”

(3) P rin ts  a nd  rolls. M an u fac tu re rs  
m ay  subdivide a  s ta tu to ry  package of 
a d u lte ra te d  b u tte r  in to  p rin ts  o r rolls, 
provided  su ch  subdivisions do n o t con ­
s t i tu te  o rig in a l o r  s ta tu to ry  packages 
w ith in  th e  m ean in g  of th e  law , o r w eigh 
less th a n  o n e -q u a rte r  of a  pound. P r in ts  
a n d  ro lls sh a ll be p laced  in  ca rto n s  or 
w rappers b ran d ed  as p rescribed  in  p a ra ­
g ra p h  (b) of th is  section.

(b) B randing— (1) S ta tu to ry  p a c k ­
ages. (i) B efore rem oval fro m  th e  fa c ­
to ry  th e  w ords “A d u lte ra ted  B u tte r ,” 
th e  fac to ry  num ber, th e  in te rn a l reve ­
nu e  d is tric t, S ta te , a n d  th e  gross, ta re , 
an d  n e t w eigh ts sh a ll be legibly p rin te d  
o r stenciled  on  one of th e  sides o r top  
of each  package of a d u lte ra te d  b u tte r  
in  th e  m a n n e r  show n in  th e  following 
exam ple:

ADULTERATED BUTTER 
Factory No. 2, M anhattan D ist. N.Y.

64-4-60.

(ii) T h e  w ords “A d u lte ra ted  B u tte r” 
sh a ll be in  boldface go th ic  le tte rs  n o t 
less th a n  th re e -q u a r te rs  of a n  inch  
h igh , a n d  th e  o th e r  le tte rs  a n d  figures 
n o t less th a n  o n e -h a lf  in ch  h igh . T he 
color of th e  b ra n d  sh a ll be in  s tro n g  con ­
t r a s t  to  t h a t  of th e  package.

(2) C artons. T h e  w ords “A d u lter ­
a te d  B u tte r”, th e  n e t  w eigh t of con ten ts, 
a n d  th e  m a n u fa c tu re r ’s n am e  an d  a d ­

dress, o r th e  in ternal-revenue factory 
num ber, in te rn a l revenue district, and 
S ta te  sh a ll be b randed  on cartons. ’ The 
w ords “A d u lte ra ted  B u tte r” shall be in 
p la in  go th ic  le tte rs  of no t less than 20- 
p o in t type, sh a ll m easure not less than 
3Ya inches in  leng th , and  be of a color 
in  stro n g  c o n tra s t to  th a t  of the carton 
H air-lin e , shaded  or o rnate letters, or 
le tte rs  in  ou tline  m ay n o t be used.

(4) W rappers— (i) Inside wrappers. 
T he m a n u fa c tu re r’s nam e and address 
a n d  th e  fac to ry  num ber, internal rev­
enue d is tric t, an d  S ta te  may be omitted 
fro m  ca rto n s  if  p rin ted  on wrappers 
used  w ith  cartons. W hen a manufac­
tu re r  o p era tes m ore th a n  one factory 
h e  m ay  b ra n d  ca rto n s with the name 
a n d  address of h is  general office, or the 
add ress of each  factory, provided an 
inside w rap p er is used showing either 
th e  n am e  a n d  address of the factory 
w here th e  ad u lte ra ted  butter was pro­
duced, o r th e  fac to ry  number, the in­
te rn a l revenue d istric t, and  State.

(ii) B la n k  wrappers. Blank wrappers 
m ay  be used  w ith  properly branded 
ca rto n s.

(iii) W rappers w ith o u t cartons. When 
used w ith o u t cartons, wrappers shall be 
b ran d ed  in  th e  sam e m anner as cartons. 
T h e  w ords “A dulterated  B utter” shall be 
so p laced  on  th e  w rapper th a t they will 
ap p ea r a t  th e  top  and  bottom of the 
p r in t  o r ro ll w hen wrapped.

(5) Dealer’s nam e on containers. 
W hen  a  d ea le r’s nam e is printed on con­
ta in e rs  a  p h ra se  such  as “prepared for,” 
“d is trib u ted  by,” etc., shall be placed 
before h is  nam e to  show th a t the dealer 
is n o t th e  m an u fac tu rer.

§ 4 5 .4 8 1 4 —2 M arking process or reno­
vated butter.

F o r provisions w ith  respect to the in­
spection  a n d  m ark ing  of process or 
ren o v ated  b u tte r , see § 45.4817-1.

§ 45 .4814—3 Caution notice; placement 
upon packages.

(a) A d u ltera ted  butter. Before re­
m oval from  th e  factory  each statutory 
package of ad u lte ra ted  butter must have 
conspicuously p rin ted  or labeled on it 
th e  following notice, which must measure 
n o t less th a n  3 inches long by IV2 inches 
w ide:
Factory No. ___________ - ........ District, State

No t ic e : The manufacturer of the adulter­
ated butter herein  contained has 
w ith  all th e  requirements of law. uve y 
person is  cautioned not to use either 
package again  (for adulterated butt ' .h 
th e  stam p thereon again, nor r®m° lng 
contents o f th is package without des 7 
said  stam p, under the penalty prov

<b) Process or renovated butter. 
s im ilar cau tio n  notice with aPPr®P a 
changes in  w ording is required m 
case of process or r e n o v a t e d  b u t  e .

§ 4 5 .4 8 1 4 - 4  Factories.

(a) Prem ises. Unless otherwise

proved by th e  d istric t the same
fac to ry  m ay  n o t be operated at ^  a 
tim e  w ith in  th e  P o i s e s  d ^ c r i b ^  
m a n u fa c tu re r’s notice. (faee p  
ta \ n f th is  Hprtinn.)
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(b) Signs. Over th e  p rin c ip a l e n ­
trance to each building in  w hich  process 
or renovated bu tter, o r a d u lte ra te d  b u t ­
ter is produced th e  m a n u fa c tu re r  shall 
conspicuously display a  sign  show ing 
the name in which th e  business is con ­
ducted, the kind of business, a n d  th e  
internal-revenue fac to ry  num ber, in  d u r ­
able characters n o t less th a n  3 inches
gUgU.

(c) Numbers. E ach  fac to ry  p ro d u c ­
ing process or renovated b u tte r  o r  a d u l ­
terated butter shall be num bered  by th e  
district director of th e  d is tr ic t in  w hich  
the plant is located. T h e  n u m b er a s ­
signed to one factory  sh a ll n o t be used 
by another factory in  th e  sam e d is tric t, 
or changed w ithout th e  approval of th e  
district director. I f  th e  fac to ry  is m oved 
to another part of th e  d is tr ic t th e  n u m ­
ber shall be retained. I f  m oved to  a n ­
other district a new n u m ber w ill be a s ­
signed to the factory by th e  d is tr ic t d i ­
rector of the d istrict to  w hich th e  fac to ry  
is moved. If the  business is d iscon tinued  
the number will no t be assigned to  a n ­
other factory during th e  ba lance  of th e  
fiscal year.

(d) Manufacturer’s notice— (1) E x ­
ecution of form. Before com m encing 
business, and im m ediately  on  th e  firs t 
day of July thereafter as long as h e  con ­
tinues in the business, a  m a n u fa c tu re r  of 
adulterated butter or process o r ren o ­
vated butter shall file w ith  th e  d is tr ic t 
director a notice of in ten tio n  to  m a n u ­
facture. This notice sha ll be p rep a red  
on Form 213 which m ay be o b ta ined  from  
the district director. T h e  prem ises d e ­
scribed in the notice sh a ll conform  w ith  
the requirements of th is  section.

(2) Notice of change. A new notice 
shall be filed with th e  d is tric t d irec to r be ­
fore or immediately upon m ak ing  any  
change either in location o r in  th e  p re ­
mises or ownership of th e  business as de ­
scribed in the original notice.

§ 45.4814—5 Bonding.

(a) Requirement. Every m an u fa c ­
turer of process or renovated  b u tte r  or 
i t e r a t e d  butter before in cu rrin g  any  
¿oil1 u *or ^ax im posed by section  
wii, shall file a  bond w ith  th e  d is tr ic t 
mrector in accordance w ith  th e  provi- 
ao.^ Paras raPh (b) of th is  section. 
J D) Bond— t 1) In  general. T h e  bond 

E ^ d e r  P aragraph (a) of th is  sec- 
¡«m shall be executed in  accordance w ith  
anniin^v?’ iosfructions, an d  regu la tions 
apphcabie thereto. Such bond sh a ll be 
e S l tl T ed th a t the Principal sh a ll n o t 
colluqfJf anX  attem Pt, by h im self o r  by

? th ers’ t0  d efrau d  th e  
4811- of any ta x  u n d e r section
c ’i hat he shall ren d er tru ly  a n d  
r te g iS S , all-the re tu rn s  a n d  in ven to - 
resDectq<TJfd v,b7  law or regu la tions in
texelff t nd  sha11 pay  a11 such
shall comwuCh liable; a n d  th a t  he  
hw andrSni 7 lth  a11 requ irem en ts of 
taxes T.egulatl0ns w ith  respect to  such  
he not +®nal sum of such bond sha ll 
said bond than  $500; an d  th e  sum  of 
totime a t ï f y Î e increased from  tim e 
director * ^ ¡ 5  dlsf e t io n  of th e  d is tr ic t 
in filing th e  fo rm  to  be used

a»y district S o “ ^  be obtained  from

(2) C ancellation clause. T h e  bond 
req u ired  u n d e r p a ra g ra p h  (a) of th is  
section  m ay  be accep ted  w ith  a  can ce lla ­
t io n  clause in co rp o ra ted  th e re in . S uch  
can ce lla tio n  clause sh a ll provide th a t :

(i) Any su re ty  on  th e  bond  m ay  a t  
an y  tim e  give no tice  to  th e  p rin c ip a l a n d  
th e  d is tr ic t d irec to r t h a t  h e  desires to  
be relieved of liab ility  u n d e r sa id  bond 
a f te r  a  d a te  nam ed, w hich  sh a ll be a t  
lea s t 60 days a f te r  th e  rece ip t of notice 
by th e  d is tr ic t d irector.

(ii) I f  th e  no tice  is n o t w ith d raw n  in  
w ritin g  p rio r to  th e  d a te  n am ed  in  th e  
notice, th e  r ig h ts  of th e  p rin c ip a l as 
supported  by said  bond  sh a ll be te rm i ­
n a te d  on such  d a te  (unless supported  by 
a n o th e r  bond o r b o n d s), a n d  th e  su re ty  
sh a ll be relieved fro m  liab ility  u n d e r said  
bond fo r an y  ac ts  done w holly subsequen t 
to  said  da te . T he  su re ty  shall, however, 
rem a in  liable fo r  an y  u n p a id  ta x  liab il ­
ity  in cu rred  by th e  p rin c ip a l before c a n ­
ce lla tion , in  ad d itio n  to  p en a lties  an d  
in te re s t, unless th e  p rin c ip a l pays such 
ta x  a n d  p en a lties  a n d  in te re s t.

(iii) S a id  no tice  m ay  n o t be given by 
a n  a g e n t of th e  su re ty , unless i t  is  ac ­
com panied  by pow er o f a tto rn e y  duly ex ­
ecu ted  by th e  su re ty  au th o riz in g  th e  
a g en t to  give such  no tice  o r by a  verified 
s ta te m e n t t h a t  such  pow er of a tto rn e y  is 
on  file w ith  th e  T reasu ry  D ep artm en t.

(3) New or additiona l bond. T he  d is ­
t r ic t  d irec to r m ay  requ ire  a  new  o r a d d i ­
tio n a l bond u n d e r th is  section  in  any  
case w here h e  deem s i t  necessary  o r de ­
s irab le  in  o rd er to  p ro te c t th e  in te re s t 
of th e  U n ited  S ta tes.

(4) O ther provisions rela ting  to  bonds. 
F o r genera l provisions re la tin g  to  bonds, 
includ ing  su ch  m a tte rs  as th e  su re ty  or 
su re ties requ ired , see §§ 301.7101 an d  
301.7101-1 of th is  c h a p te r  (R egulations 
on  P rocedure  a n d -A d m in is tra tio n ) .

§ 4 5 .4 8 1 5 (a )  Statutory provisions; re ­
quirem ents applicable to dea lers; 
sellin g  requirem ents.

S e c . 4815. R eq u irem en ts  a pp licab le  to  d ea l ­
ers— (a) S ellin g  req u irem en ts . Dealers in  
adulterated butter m u st sell only  original or 
from  original stam ped packages, and w hen  
such  original stam ped packages are broken  
th e adulterated butter sold from  sam e shall 
be placed in  suitable wooden, tin -p la te , or 
paper packages, w hich shall be marked and  
branded as th e  Secretary or h is  delegates 
sh a ll prescribe.

[Sec. 4815(a) as originally enacted and in  
effect July 1,1960]

§ 4 5 .4 8 1 5 (a )—1 S elling and buying re ­
quirem ents applicable to adulterated  
butter.

(a) F actory-branded  packages. E x ­
cep t as m ay  o therw ise be requ ired  by 
S ta te  law  o r local regu la tion , ad u lte ra te d  
b u tte r  packed  by th e  m a n u fa c tu re r  in  
c a rto n s  o r w rappers, b ran d ed  as p re ­
scribed  in  § 45.4814-1 (b ), m ay  be sold by 
a  re ta il d ea ler from  th e  o rig ina l stam ped  
co n ta in e r w ith o u t fu r th e r  b rand ing .

(b) B rand ing  upon  sale. (1) I f  th e  
m a n u fa c tu re r ’s package is n o t su b d i ­
v ided in to  p r in ts  o r ro lls th e  re ta il  dea le r 
sh a ll w rap  th e  a d u lte ra te d  b u tte r  a t  th e  
tim e of sale  in  a  new  covering, w h ich  
sh a ll be b ran d ed  w ith  h is  n am e  a n d  a d ­
dress, th e  w ords “A d u lte ra ted  B u tte r”,

a n d  th e  n e t  w eigh t of th e  con ten ts. 
E xam ple:

R i c h a r d  R o e  
100 Doe Street, Boston  

1 pound adulterated butter

(2) T h e  le tte rs  sh a ll be n o t less th a n  
o n e -q u a rte r  of a n  in ch  square  an d  
p rin te d  in  a n  in k  w h ich  fo rm s a  s trong  
c o n tra s t w ith  th e  color of th e  cover ­
ing. O th e r m ark s  w h ich  w ould obscure 
th e  b ra n d  sh a ll n o t be m ade. T h e  cov ­
e ring  sh a ll be so p laced  a ro u n d  th e  
a d u lte ra te d  b u tte r  th a t  th e  b ra n d  will 
be p la in ly  visible.

(c) M isbranded packages. A re ta il 
dea ler sh a ll see th a t  ca rto n s  a n d  w rap ­
p e rs  a re  b ran d ed  as p rescribed  in  
§ 45.4814-1 (b ) , as  p en a lty  p rovided  in  
sec tion  7235(a) is in c u rre d  if  h e  sells 
a n  im properly  b ran d ed  p ackage  of a d u l ­
te ra te d  b u tte r . I t  w ill be no  defense 
fo r a  re ta il  d ea ler to  show, in  a n  ac tio n  
fo r fa ilu re  to  p roperly  b ran d , t h a t  th e  
p ro d u c t w as sold in  ca rto n s  o r w rappers 
as packed  by th e  m a n u fa c tu re r . P e n a lty  
fo r  buying im properly  b ran d ed  packages 
is p rovided  by sec tion  7265(b).

(d) R em ova l fro m  package. A  re ta il  
dea ler m ay  n o t law fully  rem ove a d u l ­
te ra te d  b u tte r  fro m  th e  o rig ina l s tam p ed  
packages e ith e r fo r  repack ing , c u ttin g  
in to  p r in ts  or rolls, o r  o th e r  purposes, 
n o r rem ove th e  sides o r ends of such  
packages, before d isposal of th e  con ten ts .

(e) D isplaying packages. T h e  to p  of 
a  m a n u fa c tu re r ’s package m ay  be r e ­
m oved o r folded back  to  d isp lay  th e  
co n ten ts, prov ided  th e  p ack ag e  is so 
p laced  th a t  th e  w ords “A d u lte ra ted  B u t ­
t e r ” w ill be p la in ly  visible a n d  n o t ob ­
scured  o r ren d e red  inconspicuous. (See 
§ 45.4814-1 (b ) .)

(f) O rdering. (1) W hen  o rd ering  or 
p u rch as in g  a d u lte ra te d  b u tte r  a  dea ler 
sh a ll s ta te  h is  nam e an d  ad d ress as th ey  
ap p e a r on  h is  sp ec ia l- tax  s tam p . I f  a  
tra d e  nam e, a s  well a s th e  p ro p rie to r’s 
re a l nam e, a p p ea rs  o n  th e  sp ec ia l- tax  
s tam p , b o th  sh a ll be s ta te d  o n  th e  o rder. 
A d u lte ra ted  b u tte r  sh a ll n o t be o rd ered  
in  a  tra d e  n am e th a t  is n o t  reg is te red  
w ith  th e  d is tr ic t d ire c to r a n d  s ta te d  on  
th e  d ea le r’s  sp ec ia l- tax  s tam p .

(2) I f  th e  prem ises h av e  tw o addresses, 
because fro n tin g  o n  tw o s tre e ts  o r  fo r  
o th e r  reasons, th e  ad d ress reg is te red  w ith  
th e  d is tr ic t d irec to r sh a ll alw ays be used. 
I f  a d u lte ra te d  b u tte r  is o rd ered  fo r  sh ip ­
m e n t to  a  p o in t o th e r  th a n  th e  d ea le r’s 
reg is te red  address, th e  reg is te red  a d ­
d ress, a s  well a s th e  sh ipp ipg  po in t, sh a ll 
be nam ed  in  th e  o rder.

§ 4 5 .4 8 1 5 (b )  Statutory provisions; re­
quirem ents applicab le to dea lers; 
books o f  w holesale dealers.

S e c . 4815 . R e q u irem en ts  a pp licab le  to  
dealers. * * *

(b) B ooks o f  w h o lesa le  dealers. Books 
required by section  6001 to  be kept by w hole ­
sale dealers in  process, renovated, or adulter ­
ated  butter sh a ll be open a t a ll tim es to  th e  
in spection  o f any officer or em ployee desig ­
nated  by th e  Secretary or h is  delegate.

[Sec. 4815(b) as originally enacted and in  
effect Ju ly 1,1960]

§ 4 5 .4 8 1 6  Statutory provisions; expor ­
tation  o f  adulterated butter.

Se c . 4816. E x p o rta tio n  o f  a d u lte ra te d  b u t ­
te r .  A dulterated butter m ay be removed
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from  the place o f m anufacture for export to  
a foreign country w ith ou t paym ent o f tax  or 
affixing stam ps thereto, under such  regula ­
tion s and th e  filing o f such bonds and other  
security as th e  Secretary or h is delegate may  
prescribe. Every person w ho shall export 
adulterated butter shall brand upon every 
tub, firkin , or other package contain ing such  
article the words “Adulterated B utter”, in  
plain  Rom an letters not less th a n  one-h a lf 
inch  square.

[Sec. 4816 as originally enacted and in  effect 
July  1,1960]

§ 4 5 .4 8 1 6 —1 E xem ption  in  case o f  ex ­
portation o f  adulterated butter.

(a) In  general. T h e  ta x  im posed by 
sec tion  4811(a) sh a ll n o t apply  in  th e  
case of th e  rem oval from  th e  p lace of 
m a n u fa c tu re  of a d u lte ra te d  b u tte r  fo r 
th e  purpose of ex p o rta tio n  to  a  fo re ign  
coun try .

(b) R equ irem en ts— (1) P acking  and  
m a rk in g . Every firk in , tu b , o r o th e r 
package co n ta in in g  a d u lte ra te d  b u tte r  
to  be ex ported  w ith o u t p ay m en t of tax , 
m u st, before rem oval from  th e  fac to ry , 
be b ran d ed  w ith  th e  w ords “A d u ltera ted  
B u tte r” in  p la in  R o m an  le tte rs  n o t less 
th a n  o n ë -h a lf  in ch  square.

(2) E xception . W hen  m an u fa c tu red  
expressly  fo r ex p o rt in  accordance w ith  
specifications of fo re ign  custom ers, a  
p ro d u c t com ing w ith in  th e  c lassification  
of a d u lte ra te d  b u tte r , a s  defined in  sec ­
tio n  4826(b ), m ay  be b ran d ed  “P reserved  
B u tte r” in  lieu of “A d u lte ra ted  B u tte r” , 
p rovided  such  labeling  does n o t vio late 
th e  law s of th e  co u n try  to  w hich  th e  
p ro d u c t is exported , o r th e  F ed era l Food, 
D rug, a n d  Cosm etic A ct (52 S ta t. 1040; 
21 U.S.C. c h a p te r  9 ), o r an y  o th e r act, 
o r  reg u la tio n s issued u n d e r a u th o rity  
th e reo f.

(c) C onsum ption  aboard vessel. 
A d u lte ra ted  b u tte r  fo r consum ption  
ab o a rd  a  vessel w hile in  a  p o rt of th e  
U n ited  S ta te s  or en  ro u te  to  a  fo re ign  
co u n try  sh a ll be ta x -p a id .

(d) Cross re ference . F o r a ll o th e r re ­
q u irem en ts w ith  respect to  th e  ex p o rta ­
t io n  of a d u lte ra te d  b u tte r  w ith o u t th e  
p ay m en t of ta x  see §§ 45.4453-1 a n d  
45.4453-2 w ith  respect to  th e  ex p o rta ­
t io n  of p lay ing  ca rd s  w hich  so fa r  a s  a p ­
p licable, a re  hereby  ex tended  a n d  m ade 
to  app ly  to  th e  ex p o rta tio n  of a d u lte r ­
a ted  b u tte r .

(e) N o exem p tio n  in  case o f process or 
renova ted  b u tter . P a r t  I  of su b ch ap te r 
C, c h a p te r  39, m akes no  provision fo r 
th e  ex p o rta tio n  of process or renovated  
b u tte r  free  of tax .

§ 4 5 .4 8 1 7  Statutory provisions; inspec ­
tion  o f  process or renovated butter.

S e c . 4817. In sp ec tio n  o f process or ren o ­
v a te d  b u t te r . For th e  purpose of protecting  
in terstate and foreign comm erce from  proc­
ess or renovated butter w hich  is unclean, u n ­
w holesom e, u n hea lth fu l, or otherwise unfit 
for hum an food—

(1) In g red ien ts . The Secretary o f Agri­
culture shall, through inspectors appointed  
by him , cause inspections to  be m ade o f all 
m ilk, butter, butter oU, and other ingredi­
en ts in tended  for use in  th e  m anufacture of 
process or renovated butter. A ll ingredients 
w hich  are found to  be putrid or decom posed  
or w hich  contain  organic or inorganic sub ­
stances w hich are foreign to  su ch  ingredients 
w hen properly made, m anufactured, pro ­
duced, collected, stored, transported, or h an ­

dled, and w hich  organic or inorganic sub ­
stances cannot be removed by processing, 
sha ll be deem ed u n fit for use in  th e  m an u ­
facture o f process or renovated butter, shall 
be marked “U B. Inspected and Condem ned”, 
and sha ll be denatured or destroyed under  
th e  supervision of the inspector. All other  
ingredients shall be marked “U B. Inspected  
and Passed”, and shall be deem ed fit for use  
in  th e  m anufacture o f process or renovated  
butter.

(2) F in ish ed  p ro d u c t. The Secretary of 
A griculture shall cause inspections to  be 
m ade of a ll process or renovated butter. If 
such  butter is found to  be clean, wholesom e, 
h ealth fu l, and otherw ise fit for hum an food, 
it  shall be marked “U B . Inspected and  
Passed”. Process or renovated butter th a t is 
found to  be unclean, unw holesom e, u n ­
health fu l, or otherwise u n fit for hum an  
food shall be denatured or destroyed under 
th e  supervision o f th e inspector.

(3) F actories. The Secretary o f Agricul­
tu re shall cause inspections to  be made of 
all factories w herein process or renovated  
butter is m anufactured to  determ ine the  
sanitary conditions thereof, and if  i t  is  
found th a t th e  conditions ex isting  in  any  
such  factory do n o t m eet th e  standards pre ­
scribed by the Secretary in  h is regulations, 
he shall cause in spection  to  be w ithdrawn  
therefrom .

(4) C om plian ce b y  m a n u fa ctu rer . The 
Secretary o f Agriculture is authorized to  
withdraw in spection  from  any factory  
w herein process or renovated butter is made, 
if  the m anufacturer shall fa il to  comply w ith  
any o f th e  provisions of th is  section or w ith  
any o f th e  rules and regulations prescribed 
hereunder.

(5) R u les a n d  regu la tion s. The Secretary 
of A griculture is authorized to  m ake such  
rules and regulations as he deem s neces ­
sary for th e  efficient adm inistration o f the  
provisions o f th is  section, and a ll inspections 
hereunder shall be made in  such  m anner as 
m ay be prescribed in  such  regulations. The 
Secretary of A griculture may, from  tim e to  
tim e, by regulations define th e  foreign sub ­
stances and th e  exten t thereof th a t render 
th e  ingredients u n fit for use in  m anufactur ­
ing  process or renovated butter.

(6) S ta tis tic s . The Secretary o f Agricul­
ture shall cause to  be ascertained, and he 
shall report, from  tim e to  tim e, th e  quantity  
and quality  o f a ll process or renovated b u t ­
ter m anufactured and th e  character and  
condition  o f th e  m aterials from  w hich it  is 
made.

(7) F orgery, e tc ., o f s ta m p s, e tc . No per­
son, firm, or corporation shall forge, cou n ­
terfeit, sim ulate, fa lsely  represent, detach, 
or, know ingly  alter, deface, or destroy, or use  
w ith ou t proper authority  any o f the marks, 
stam ps, labels, or tabs provided for in  th is  
section  or in  any regulations prescribed 
hereunder by th e  Secretary of Agriculture for 
use on process or renovated butter or on  
wrappers, packages, containers, or cases in  
w hich th e  product is contained, or any cer ­
tificate in  relation thereto.

(8) L abels  on  co n ta in ers. All process or 
renovated butter and th e  packages or con ­
tainers thereof shall be marked w ith  the  
words “Process B utter” and  by such other 
marks, labels, or brands, and in  such  m an ­
ner, as m ay be prescribed by the Secretary  
of Agriculture.

(9) False or m islea d in g  labels. No sta te ­
m en t th a t is false or m isleading in  any par­
ticu lar shall be placed on or affixed to  any 
wrapper, label, carton, or container of 
process or renovated butter.

(10) U napproved  p ro d u c t in  in te r s ta te  or 
fore ign  com m erce. No person, firm or cor­
poration shall transport, or offer for trans ­
portation, or sell or offer for sale, in  in ter ­
sta te  or foreign com merce, or in  comm erce 
affecting comm erce am ong th e  States, any  
process or renovated butter th a t has not 
been Inspected and passed and marked,

labeled, and branded in  accordance with 
th is  section  and the regulations Issued 
hereunder.

(11) A d m in istra tio n . The administration 
and enforcem ent o f the provisions of this 
section, other th an  its provisions relating 
to  revenue, b u t including the seizure and 
denaturing or destruction of ingredients in­
tended  to  be used in  the manufacture of 
process or renovated butter and the de­
naturing or destruction of process or reno­
vated butter, are comm itted exclusively to 
th e  Secretary o f Agriculture: Provided, That 
any powers and duties of the Food and Drug 
A dm inistration of the Department of 
H ealth , Education, and Welfare under the 
Federal Food, Drug, and Cosmetic Act, as 
am ended (52 Stat. 1040; 21 U.S.C., chapter 
9 ) , as regards such  ingredients before they 
com e in to  th e  possession of the manufac­
turers o f process or renovated butter, or as 
regards such  powers and duties in connec­
t ion  w ith  process or renovated butter after it 
leaves such  m anufacturers and comes into 
th e  hands o f wholesale or retail dealers, or 
others, shall not be affected by this section.

[Sec. 4817 as originally enacted and in effect 
July 1, 1960]

§ 4 5 .4 8 1 7 —1 Inspection of process or 
renovated butter.

F o r regu la tions issued under section 
4817 by th e  S ecre tary  of Agriculture re­
la tin g  to  process or renovated butter, 
see 9 C FR  P a r t  171.

§ 4 5 .4 8 1 8  Statutory provisions; admin­
istrative decisions relating to adul­
terated butter.

Se c . 4818. A d m in istra tive  decisions relat­
in g  to  a d u lte ra ted  b u tte r . The Secretary or 
h is delegate is authorized to decide what 
substances, extracts, mixtures, or compounds 
w hich may be subm itted for his inspection 
in  contested  cases are to be taxed as adulter­
ated  butter under th is subpart; and his 
decision in  such m atters of taxation under 
th is  subpart shall be final.

[Sec. 4818 as am ended and in effect July 1, 
1960]

§ 4 5 .4 8 1 8 -1  A d m in istra tive  decisions re­
la t in g  to  a d u ltera ted  butter.

T he Com m issioner is authorized to de­
cide w h a t substances, extracts, mixtures, 
o r com pounds w hich may be submitted 
fo r h is  inspection  in  contested cases are 
to  be tax ed  as adulterated butter; and 
h is  decision in  such m atters of taxation 
sh a ll be final.

4 5 .4 8 1 9  Statutory provisions; cr0SI 
references.

S e c . 4819. Cross references—(a) 
ons. For definitions applicable to 
ibpart, see section 4826. d
(b) O th er provisions. For Penalt*® tons 

;her general and administrative P 
oplicable to th is subpart see subtitle r.

3ec. 4819 as originally e n a c t e d  a n d  in  effect 

jly  1,1960]

4 5 .4 8 1 9 -1  Cross references.

(a) F o r definitions relating to aduMj 
ted b u tte r  an d  process or renov 
u tte r , see section 4826 and th
ons th e reu n d er. „„loHne
(b) F o r penalties for offenses re

) s tam ps, see § 45.7209. . ^
(c)  F or penalty  f o r  unauthorized ^  

r sale of stam ps, see § 45.72UÖ. e>
(d) F o r penalties for other offens 

itin g  to  stam ps, see§45.?2
(e) F o r penalty  for failure to regi*
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(f) For o ther ad m in is tra tiv e  p rov i ­
sions relating to  th e  ta x  im posed on  a d u l ­
terated butter, see su b p a rt L.

O c c u p a t i o n a l  T a x

§45.4821 Statutory provisions; im posi­
tion of tax.

Se c . 4821. Im position  o f ta x — (a) M anu ­
facturers—(1) Process or ren o va ted  b u tte r . 
M a n u f a c tu r e r s  of process or renovated b u t ­
ter s h a l l  pay a special tax o f $50 a year.

(2) Adulterated b u tte r . M anufacturers of 
adulterated butter shall pay a special tax of 
$600 a year.

(b ) Wholesale dea lers in  a d u lte ra ted  b u t ­
ter. Wholesale dealers in  adulterated butter  
phaii pay a special tax of $480 a year.

(c) Retail dealers in  a d u lte ra ted  b u tte r . 
Retail dealers in adulterated butter shall pay 
a special tax of $48 a year.

[Sec. 4821 as originally enacted and in  effect 
July!, 1960] :

§ 45.4821—1 Im position and rate o f  tax.

(a) Manufacturers— (1) Process or 
renovated butter. Section  4821(a)(1) 
imposes a special ta x  in  th e  case of 
manufacturers of process or renovated  
butter of $50 per year.

(2) Adulterated bu tter. S ection  4821
(a) (2) imposes a special ta x  in  th e  case 
of manufacturers of a d u lte ra ted  b u tte r  
of $600 per year.

(b) Wholesale dealers. S ection  4821
(b) imposes a special ta x  in  th e  case of 
wholesale dealers in  a d u lte ra ted  b u tte r  
of $480 per year.

(c) Retail dealers. Section  4821(c) 
imposes a special ta x  in  th e  case of re ta il 
dealers in adulterated  b u tte r  of $48 p er 
year.

(d) Computation o f th e  ta x . F o r 
regulations relating to  co m pu ta tion  of 
the tax, see paragraph  (b) of § 45.4901-1.

§ 45.4821—2 Requirem ents with respect 
to manufacturers o f  adulterated but ­
ter or process or renovated butter.

(a) Payment of special ta x . A m anu 
facturer of adulterated  b u tte r  o r proces 
or renovated bu tter m u st m ake a  retur: 
on Form 11 to the  d is tric t d irecto r, pa 
the special tax, and  com ply w ith  th  
provisions contained in  su b p a rt K , re 
latrng to special taxes.

(b) Liability as a wholesale dealer. ] 
a manufacturer of ad u lte ra te d  butte  
sens statutory packages of h is  own pro
uction elsewhere th a n  a t  th e  p lace c 

manufacture, liability as a  wholesal 
mer is incurred. (See p a ra g ra p h  (c 

fmm°v i ^ ,4821~3-) As to  exemptio: 
as a  wholesale dealer, se 

ss 45.4821—4 and 45.4903-1.

as a reta il dealer. . 
shal1 sel1 ad u lte ra te

Dara?vQnvfta^ tory packa&es on ly- (Se 
¡ E S S *  of § 45.4814-2.) ,
S R S E »  who sells a d u lte ra te  
J J S j S K r t ! ? th a n  ™ s ta tu to ry  pack

$ Y fT he quan

r e J J ^  n terence . F o r th e  geners 
t S ? ^  5 ith  "* P e c t to  m an u fac  
or renovnt ^u?terated  b u tte r  or proces 
45.481J 5 t  d bu tter’ see §§ 45.4814-1 t

§ 4 5 .4 8 2 1 —3 R equirem ents with respect 
to  w holesale dealers in  adulterated  
butter.

(a) P a ym en t o f special ta x . A w hole ­
sale d ea ler in  a d u lte ra te d  b u tte r  sha ll 
m ake  a  re tu rn  o n  F orm  11 to  th e  d is tr ic t 
d irec to r, pay  th e  special tax , a n d  com ply 
w ith  th e  provisions co n ta in ed  in  S u b p a rt 
K , re la tin g  to  special taxes.

(b) Liability  fo r  breaking  package. A 
w holesale d ea ler in- a d u lte ra te d  b u tte r  
sha ll sell o rig ina l s tam ped  packages only. 
A w holesale dealer who rem oves a n d  sells 
a d u lte ra te d  b u tte r  from  o rig ina l s tam p ed  
packages in cu rs liab ility  to  th e  $1,000 
p en a lty  im posed by section  7265(c). If  
th e  q u a n tity  sold is less th a n  10 pounds, 
liab ility  as a  re ta il dea ler is also incu rred .

(c) L iability  in  particu lar s itua tions—
(1) Place o f sale. L iability  to  special 
tape as e ith e r a  w holesale dea ler o r  a  re ­
ta il dea ler is in cu rred  a t  each  place 
o th e r th a n  th e  reg iste red  prem ises w here 
ad u lte ra te d  b u tte r  is sold  or offered fo r 
sale. T he  place of a c tu a l o r  construc tive  
delivery tra n sfe rr in g  th e  ow nership of 
th e  a d u lte ra te d  b u tte r  from  th e  vendor 
to  th e  vendee is reg ard ed  as th e  p lace of 
sale fo r w hich  special ta x  is requ ired  to  
be paid . (See p a ra g ra p h  (b) of § 45.- 
4821-6 as to  it in e ra n t vendors.)

(2) D elivery orders. Sales to  persons 
o rdering  a d u lte ra te d  b u tte r , including  
c.o.d. orders, sh a ll be absolutely  com ­
p le ted  a t  th e  reg iste red  place of business 
of th e  vendor o r liab ility  is in cu rred  a t  
each  place w here deliveries a re  m ade. 
O rders m u st be received a t  th e  vendor’s 
reg iste red  prem ises, w h ere  th e  ad u l ­
te ra te d  b u tte r  m u st be addressed  an d  
billed to, an d  th e  sales recorded  in  th e  
nam es of th e  persons ordering . T he 
id en tica l package sold a t  th e  vendor’s 
reg iste red  place of business to  th e  person  
o rd erin g  is th e  only package th e  vendor 
or h is  a g e n t m ay  deliver a t  an o th e r place 
w ith o u t in cu rrin g  liab ility  fo r th e  special 
ta x  a t  th e  place of delivery.

(3) S ig h t d ra ft orders. W here a  b ona 
fide o rd er is received a t  th e  reg iste red  
place of business of th e  vendor a n d  th e  
ad u lte ra ted  b u tte r  is th e re  addressed  
a n d  billed to  th e  persons o rdering , i t  m ay 
be sh ipped  w ith  a  d ra f t  fo r  th e  pu rch ase  
m oney a tta c h e d  to  th e  bill o f lading. 
T h e  b ill of lad ing  sh a ll be endorsed 
specifically, a n d  n o t in  b lank , to  th e  
person  o rdering , a n d  th e  d ra f t  d raw n  on 
such  person , o therw ise th e  sale  is com ­
p le ted  a n d  sp ec ia l-tax  liab ility  is in ­
cu rred  a t  th e  p lace of delivery.

(4) S ta n d in g  orders. D eliveries of 
a d u lte ra te d  b u tte r  m ay  be m ade as speci ­
fied in  a  s tan d in g  o rd er accep ted  a t  th e  
reg iste red  p lace of business of a  m a n u ­
fa c tu re r  o r  dea le r w ith o u t in cu rrin g  
special ta x  liab ility  a t  th e  p lace of de ­
livery. However, delivery of an y  o th e r 
q u a n tity  th a n  th a t  specified in  th e  s ta n d ­
ing  o rder, w h e th e r m ore o r less, co n sti ­
tu te s  a  se p a ra te  tra n sa c tio n  n o t covered 
by th e  s tan d in g  order, a n d  is su b jec t to  
su b p a ra g ra p h  (2) of th is  p a ra g ra p h .

(5) A g en ts  or brokers. A b roker o r  
a g en t m ay  so licit o rders fo r a d u lte ra te d  
b u tte r , receive a  com m ission fo r h is  serv ­
ices, a n d  m ake collections fo r th e  p r in ­
c ipa l w ith o u t becom ing liab le  to  special

ta x  as a  dealer, p rovided title  to  th e  
a d u lte ra te d  b u tte r  does n o t vest in  th e  
a g en t o r b roker a t  any  tim e. I f  th e  m a n ­
u fa c tu re r  o r  d ea ler bills th e  a d u lte ra te d  
b u tte r  to  th e  b roker o r agen t, who in  tu rn  
bills i t  to  o th ers , w ith  or w ith o u t profit, 
a  second sale  tak es  p lace a n d  th e  b roker 
or a g en t in cu rs  sp ec ia l-tax  liab ility  as a  
dea ler a t  each  place w here h e  m akes 
deliveries.

(6) Resales. B efore resale  of o rig inal 
stam ped  packages of a d u lte ra te d  b u tte r  
th ey  sha ll be ac tua lly  o r constructively  
re tu rn e d  to  th e  v endor’s reg iste red  p lace 
of business an d  th e  second sale  th e re  con ­
sum m ated  before delivery. I f  th e  goods 
a re  picked up  a t  th e  address of one cus ­
to m er a n d  delivered to  th a t  of a n o th e r  
before th e  resa le  is com pleted a t  th e  
vendor’s reg iste red  place of business, th e  
resa le  occurs a t  th e  place of delivery an d  
ad d itio n a l special ta x  liab ility  is 
incu rred .

(7) D elivery fro m  w arehouse. T ax - 
paid  packages of ad u lte ra te d  b u tte r  m ay 
be s to red  in  w arehouses a n d  delivered 
th e re fro m  w ithou t in cu rrin g  sp ec ia l-tax  
liab ility  a t  th e  w arehouse: Provided, T he 
sales a re  com pleted a t  th e  v endor’s reg ­
iste red  place of business. T he m ere 
tra n s m itta l  to, an d  th e  filling of th e  o rder 
a t, th e  w arehouse do n o t co n s titu te  a  
sale a t  th e  reg iste red  p lace of business. 
T h e  a d u lte ra te d  b u tte r  m u st be billed to , 
an d  th e  sale recorded  in  th e  nam e of, 
th e  custom er a t  th e  reg iste red  place of 
business before th e  rem oval from  th e  
w arehouse.

(8) C hain store w arehouses. A n oper ­
a to r  of c h a in  sto res m ay  s to re  a d u lte r ­
a ted  b u tte r  in  w arehouses o p era ted  by 
h im , w ith o u t in cu rrin g  sp ec ia l-tax  lia ­
b ility  a t  th e  w arehouses, provided no  
sales a re  m ade th e re  an d  th a t  th e  ad u l ­
te ra te d  b u tte r  is d is trib u ted  exclusively 
to  sto res op era ted  by h im , a n d  n o t to  
sto res of o th e r operato rs.

(9) Exporters. A person  otherw ise 
liable a s  a  w holesale d ea ler fo r th e  
special ta x  is n o t exem pt because t r a n s ­
ac tions a re  fo r  export only.

§ 4 5 .4 8 2 1 —4  E xem ptions as wholesale  
dealer.

L iability  fo r  th e  special ta x  as a  w hole ­
sa le  d ea ler is n o t in cu rred  in  th e  fo l ­
lowing situ a tio n s:

(a) Sales a t  fac tory . W here a  m a n u ­
fa c tu re r  sells ad u lte ra te d  b u tte r  of h is  
own p ro d u c tio n  in  s ta tu to ry  packages a t  
th e  p lace of m an u fac tu re . As to  m a n u ­
fa c tu re r ’s liab ility  as a  re ta il dealer, see 
p a ra g ra p h  (c) of § 45.4821-2.

(b) Sales o f le ft-o ver stock. W here a  
m a n u fa c tu re r  who, h av ing  d iscon tinued  
th e  business, d irec ts  a  w holesale dea ler 
hold ing  ad u lte ra te d  b u tte r  of h is  p ro ­
duc tion  to  consign  i t  to  a n o th e r w hole ­
sa le  d ea ler fo r  sale o n  com m ission fo r 
th e  m a n u fa c tu re r ’s account.

(c) Sales to  secure charges. W here a  
w arehouse sells a d u lte ra te d  b u tte r  to  
cover s to rage  charges, o r  a  tra n s p o r ta ­
tio n  com pany to  secure fre ig h t ch arg es 
o r salvage dam aged  m erchand ise . T h e  
q u a n tity  so sold a n d  th e  n am e  a n d  a d ­
d ress of th e  buyer sh a ll be rep o rted  to  
th e  d is tr ic t d irec to r.
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(d) Sales to  assignee. W here a  re ta il 
d ea ler sells h is  s tock  of m erchandise , in ­
c luding  a d u lte ra te d  b u tte r , to  h is  
successor.

§ 4 5 .4 8 2 1 —5 R equirem ents with respect 
to retail dealers in  adulterated butter.

(a) P a ym en t o f special tax . A re ta il  
d ea ler sh a ll m ake  re tu rn  on  F orm  11 to  
th e  d is tr ic t d irec to r, pay  special ta x , an d  
com ply w ith  th e  provisions co n ta in ed  in  
su b p a rt K , re la tin g  to  special taxes.

(b) Q u a n tity  lim ita tio n . A r e t a i l  
d ea le r m ay  sell a d u lte ra te d  b u tte r  in  
q u an titie s  of less th a n  10 p ounds a t  one 
tim e  ta k e n  fro m  a n  o rig ina l package o r 
packages, b u t if he  sells a n  o rig inal p a c k ­
age of 10 pounds, h e  w ill in cu r liab ility  
fo r  th e  special ta x  as a  w holesale dealer, 
a n d  fo r  th e  p e n a lty  im posed by section  
7265(c) fo r fa ilu re  to  p ay  th e  special ta x  
im posed by section  4821(b ).

§ 4 5 .4 8 2 1 -6  L iability in  particular situ ­
ations.

(a) Dealers in  o th er  products. 
D ealers in  b u tte r  a n d  o th e r  persons 
who, know ingly o r unknow ingly, sell 
a d u lte ra te d  b u tte r  re n d e r  them selves li ­
ab le to  ta x  as dea lers in  a d u lte ra ted  
b u tte r .

(b) I tin e r a n t vendors. A sp ec ia l-tax  
s ta m p  c a n  be issued only fo r  a  specific 
add ress o r  a  fixed p lace  of business. 
P eddlers, o p era to rs  of so -called  ro lling  
sto res, a n d  o th e r  vendors who, trav e lin g  
fro m  p lace to  p lace, sell a d u lte ra te d  
b u tte r  in cu r liab ility  to  special ta x  as 
e ith e r  a  w holesale o r  re ta il  d ea le r a t  each  
p lace  w here sales a re  m ade. (See p a r a ­
g ra p h  (c) (1) of § 45.4821-3 as to  in c u r ­
r in g  liab ility  a t  p lace o f sale.)

(c) N o n ta xa b le  situa tions. Special- 
ta x  liab ility  as a  d ea le r is  n o t  in cu rred  
in  th e  follow ing s itu a tio n s :

-(1) E a tin g  places. W here  p ro p rie to rs  
of public e a tin g  p laces serve a d u lte ra te d  
b u tte r  w ith  m eals, w ith  o r w ith o u t spe ­
c ia l ch a rg e  fo r  it.

(2) Pooling fu n d s . W here a  m em ber 
of a  pool fo rm ed  fo r th e  purpose of p u r ­
ch asing  a d u lte ra te d  b u tte r  rem its  th e  
p u rch ase  m oney a n d  ind iv idual o rders 
to  th e  vendor a n d  d is trib u tes  th e  goods 
to  o th e r m em bers of th e  pool. (See 
p a ra g ra p h  (c) (5) of § 45.4821-3 as to  
ag en ts  o r  brokers.)

§ 4 5 .4 8 2 2  Statutory provisions; cross 
references.

Se c . 4822. C ross references—-(a) D efin i­
tio n s . For defin itions applicable to  th is  sub ­
part, see section  4826.

(b) O th er provision s. For penalties and 
other general and adm inistrative provisions 
applicable to  th is  subpart, see chapter 40 and  
su b title  F.

[Sec. 4822 as originally enacted and in  effect 
Ju ly  1, 1960]

§ 4 5 .4 8 2 2 —1 Cross references.

(a) F o r provisions re la tin g  to  reg is ­
t r a t io n  in  case of a  tra d e  o r business on 
w h ich  a  special ta x  is im posed, see 
§§ 45.7011 a n d  45.7011-1.

(b) F o r req u irem en ts  re la tin g  to  p o st ­
in g  o ccupational ta x  stam ps, see §§ 45.- 
6806 a n d  4 5 .6806(a)-!.

(c) F o r o th e r  a d m in is tra tiv e  requ ire ­
m en ts  re la tin g  to  occupational taxes, see 
S u b p a rts  K  a n d  L of th is  p a r t.

(d) F o r penalties, see sections 7264, 
7265, 7272, a n d  7273.

§ 4 5 .4 8 2 6  Statutory p rovisions; defin i ­
tions.

Se c . 4826. D efin ition s— (a) B u tte r . For 
th e  purpose of th is  part, th e  word “butter” 
shall be understood to  m ean th e  food prod ­
u c t unusually  know n as butter, and made 
exclusively from  m ilk  or cream, or both, 
w ith  or w ithout com m on salt, and w ith  or 
w ith ou t additional coloring m atter.

(b ) A d u lte ra ted  b u tte r .  “Adulterated b u t ­
ter” is defined to  m ean a  grade o f butter  
produced by m ixing, reworking, rechurning  
in  m ilk  or cream, refining, or in  any way pro ­
ducing a uniform , purified, or im proved prod ­
u ct from  different lots or parcels of m elted  or 
unm elted  butter or butter fat, in  w hich any 
acid, alkali, chem ical, or any substance w hat­
ever is introduced or used for th e  purpose or 
w ith  the effect of deodorizing or rem oving  
therefrom  rancid ity , or any butter or butter  
fa t w ith  w hich there is  m ixed any substance  
foreign to  butter as defined in  subsection ( a ) , 
w ith in ten t or effect o f cheapening in  cost 
th e  product, or any butter in  th e  m anufac ­
ture or m anipulation  of w hich any process 
or m aterial is  used w ith  in ten t or effect of 
causing th e  absorption o f abnorm al q u an ti ­
tie s  o f water, m ilk  or cream.

(c) Process or ren o va ted  b u tte r . “Process 
b u tter” or “renovated b u tter” is defined to  
m ean butter w hich has been subjected to  any 
process by w hich i t  is  m elted, clarified, or 
refined and made to  resem ble genuine butter, 
always excepting “adulterated butter” as de ­
fined by subsection (b ) .

(d) M anufactu rer. Every person w ho e n ­
gages in  the production of process or reno ­
vated butter or adulterated butter as a  
business shall be considered to  be a m anufac ­
turer thereof.

(e) D ealer. Every person who sells adul­
terated butter shall be regarded as a dealer 
in  adulterated butter.

(f) R e ta il dealer. Every person who sells  
adulterated butter in  less quantities th an  10 
pounds a t one tim e shall be regarded as a  
retail dealer in  adulterated butter.

[Sec. 4826 as originally enacted and in  effect 
July  1, 1960].

does n o t include m ix tu res properly clas­
sifiable a s  o leom argarine.

(c) B u tte r  m an u fac tu red  or manipu­
la te d  by an y  process or w ith  any material 
resu ltin g  in  th e  absorp tion  of abnormal 
q u an titie s  of w ater, milk, or cream. 
Em ulsified o r m ilk-b lended butter comes 
w ith in  th is  class.

§ 4 5 .4 8 2 6 —3 Preservatives.

B u tte r  to  w hich  a  harm less preserva­
tive  h a s  been  added  solely for the pur­
pose of p rese rv a tio n  is n o t subject to tax 
as a d u lte ra te d  bu tte r , provided the quan­
t i ty  is n o t  la rg e r th a n  is absolutely 
necessary  to  p reserve it. If  the  preserva­
tive  is used as a  b a th  or wash in working 
o r renovating  it, th e  p roduct will be sub­
je c t to  ta x  as a d u lte ra ted  butter.

§ 4 5 .4 8 2 6 —4  Ladled butter.

T h e  p ro d u c t commonly known as 
“lad led  b u tte r” is taxab le  as adulterated 
b u tte r  if a  process w ith in  the definition 
of a d u lte ra te d  b u tte r  (see § 45.4826-2) 
is used.

§ 4 5 .4 8 2 6 —5 Process or renovated butter.

T h e  te rm s “‘process b u tte r” and “reno­
v a ted  b u tte r” a re  used synonymously in 
th e  reg u la tio n s in  th is  p a rt and it is 
im m ateria l, fo r  purposes of this part, 
w h e th e r a  m a n u fa c tu re r  designates the 
p ro d u c t “process b u tte r” or “renovated 
b u t te r”. B u tte r  w hich falls within the 
defin ition  of ad u lte ra ted  butter (see 
§ 45.4826-2) is sub jec t to  tax  as adulter­
a te d  b u tte r  r a th e r  th a n  as process or 
ren o v a ted  b u tte r . T h e  principal differ­
ence betw een ad u lte ra ted  butter and 
process o r ren ovated  b u tte r is with re­
spect to  th e  use of chemicals or other 
substances. B u tte r  reworked with the 
use of chem icals or o th er substances is 
a d u lte ra ted . B u tte r  which is melted, 
clarified, o r  refined  w ithout the use of 
chem icals o r  o th e r substances is process 
o r ren o v a ted  b u tte r.

§ 4 5 .4 8 2 6 —1 B utler defined..

B u tte r  ch u rn ed  a n d  w orked in  acco rd ­
ance w ith  approved  s ta n d a rd s , a n d  w ith  
q uality  as. a  p rim e object, co n ta in s  n o t 
m ore th a n  16 p e rc e n t m oistu re . As de ­
fined by th e  F ed e ra l Food, D rug, a n d  Cos­
m etic  Act of J u n e  25,1938 (52 S ta t .  1040; 
21 U.S.C. ch. 9 ) , b u tte r  co n ta in s  n o t 
less th a n  80 percen t, by w eight, of m ilk  
fa t, a llow ance being  m ad e  fo r a ll to le r ­
ances. W hen  b u tte r  co n ta in s  a  sm aller 
q u a n tity  of m ilk  f a t  o r m ore th a n  16 
p e rcen t m oisture , a  s tro n g  p resu m p tio n  
is r a is e d 'th a t1 th e  p ro d u c t is ad u lte ra te d  
b u tte r  w ith in  th e  m ean in g  of th e  s ta tu te .

§ 4 5 .4 8 2 6 —2 Adulterated butter classi­
fied.

A d u lte ra ted  b u tte r  m ay  be divided in to  
th re e  classes, n a m e ly :

(a) B u tte r  in  an y  w ay produced from  
d ifferen t lo ts of m elted  or un m elted  b u t ­
te r, o r b u tte r  fa t, to  w hich  a  substance  
h a s  been  added  fo r  th e  purpose of re ­
m oving ran c id ity  o r  deodorizing it, except 
b u tte r  m ade  from  sour c ream  th e  acid  
of w hich  h a s  been  reduced  w ith  lim e 
w a te r  before chu rn ing .

(b) B u tte r  o r b u tte r  f a t  w ith  w hich  is 
m ixed an y  su b stan ce  fo re ign  to  b u tte r  
as defined by law , fo r  th e  purpose of 
reducing  th e  cost of th e  p roduct. T h is

Su b p a r t  H — F i l le d  Ch e e se  Tax on 

Pr o d u c t s

§ 4 5 .4 8 3 1  Statutory provisions; imposi­
tion  o f  tax.

Se c . 4831. Im p o sitio n  of tax— (a.) Do^ K  
tic . There shall be imposed upon all nUM 
cheese w hich shall be manufactured a tax o 
1 cen t per pound payable by the maniua - 
turer thereof; and any fractional p a r t  o 
pound in  a  package shall be taxed as

V°^h) ’Im p o rted . There shall be imposed 
upon all filled cheese imported from a »  
eign  country, in  addition to  any mipo 
im posed on  th e  same, an interna , . 
tax  of 8 cents per pound; and such imp 
filled cheese and th e  packages contenig  
th e  sam e shall be s t a m p e d ,  marked,
branded, as in  th e  case of filled che 
ufactured in  th e United States.

[Sec. 4831 as originally enacted and in effect 
July 1, 1960]

§ 4 5 .4 8 3 1 -1  Im p osition  and rate of u *

(a) D om estic filled cheese.
4831(a) im poses a  tax  on dom estic^ 
m a n u fa c tu red  filled cheese a t, tionai 
of 1 cen t pe r pound. Any f be 
p a r t  of a  pound  in  a  packag

ta x e d  as a  pound. j nvnp<dic 0 ei
(b) L iability  fo r ta x  on domestic i

cheese. T h e  m anufacturer of tn ^
cheese is liable fo r th e  pay
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tax imposed under section  4831 ( a ) . T he 
tax accrues w hen th e  filled cheese is 
manufactured an d  is to  be p a id  in  th e  
manner set fo rth  in  § 45.4832-1.

(c) Imported filled cheese. S ection  
4831(b) imposes a  ta x  on  filled cheese 
imported from  a fo reign  co u n try  a t  th e  
rate of 8 cents per pound . A ny f ra c ­
tional part of a  pound in  a  p ackage sh a ll 
be taxed as a pound. T he  ta x  im posed 
under section 4831(b) on  im p o rted  filled 
cheese is in addition to  an y  im p o rt du ty  
imposed on such filled cheese.

(d) Liability fo r  ta x . on  im ported  
filled cheese—  (1) Release o f product. 
The person im porting th e  filled cheese 
shall be liable for th e  ta x  im posed u n d e r 
section 4831(b) an d  th e  ta x  m u st be p a id  
by affixing the required  stam p s p rio r to  
release of the p ro duct fro m  custom s 
custody.

(2) Purchase o f stam ps. S tam p s fo r 
the tax paym ent of im ported  filled 
cheese will be sold to  th e  ow ner o r  con ­
signee of such m erchandise  by th e  d is ­
trict director of in te rn a l revenue fo r th e  
district in which is located  th e  office of 
the collector of custom s w here th e  cu s ­
toms entry is filed, upon  requ isition  
therefor duly executed by a n  au tho rized  
customs officer.

(3) Affixing and cancellation o f 
stamps. Pilled cheese im ported  from  
foreign countries is n o t requ ired  to  h ave  
the internal-revenue stam p s affixed to  
the packages thereof an d  canceled  unless 
and until such product is to  be released  
from customs custody fo r consum ption  
or sale in the  U nited S ta te s . S uch  
stamps shall be affixed a n d  canceled  by 
the owner or consignee w hile th e  p ro d ­
uct is in the custody of th e  p ro p er cus ­
toms officer, and such p ro d u c t sh a ll n o t
pass out of the  custody of sa id  officer 
until the stamps have been  affixed an d  
canceled. The mode of affixing th e  
stamps to packages of dom estic m a n u - 
A f*fers prespribed in  p a ra g ra p h  (b) 
Of § 45.4832-1 is hereby m ade applicable 

imported filled cheese. E ach  s tam p  
so affixed shall be canceled by th e  ow ner 
or consignee writing or im p rin tin g  o n  th e  
o^e lhereof in distin c t an d  legible le tte rs  
noii ¡7’ures his nam e an d  d a te  of c a n -
p n ^ 1011’ ? ame of p o rt, a n d  custom s 
entry number.

Exported filled cheese. T h e re  is 
on n  for the  om ission of th e  ta x  
S tf l t r lCi e^se exported from  th e  U nited  
be taSYan<*- fihed cheese exported  m u st

PouS a t th e  ra te  of 1 c en t p e r

§45.4832 Statutory p rov ision s; i 

Method
section 1116 taxes
stamps. 831 haU be rePresented by

of o m itt+ m e n i‘ ^ °T assessm ent 
(b T Î ! f i f " S-see subtitle F. 

s t a m n e d r^tckages. W hene\ 
emptied containing filled c

st*np8 thereon. ^  S&me ** to  des

sions o f w  0iamp W e s to n s .  T h i  

Bale, account.!^nffning the engravin 
^ o t Ï Ï Ï 111̂  effacement, and  
88 ¿  ¡ S S 1“ 8  to tobacco at 

88 applicable, shall apply to

provided for by paragraph (1) o f subsection  
(a ) .

[Sec. 4832 as originally enacted and in  effect 
July 1, 1960]

§ 4 5 .4 8 3 2 —1 A ffixing and canceling o f  
stam ps.

(a) D om estic filled  cheese. T he  ta x  
im posed u n d e r sec tion  4831(a) on  filled 
cheese of dom estic  m a n u fa c tu re  sh a ll 
be p a id  by th e  m a n u fa c tu re r  th e reo f by 
th e  affixing of s tam p s to  th e  packages 
before rem oval from  th e  p lace w here 
m ade.

(b) A ffix ing  and  cancella tion  o f 
stam ps. F illed-cheese s tam p s h ave  been  
p rep a red  in  den o m in a tio n s of 1, 10, 20, 
a n d  40 cen ts  w ith  10 s tam p s to  a  sheet. 
S u ch  s tam p s a re  ob ta in ab le  upon  ap p li ­
c a tio n  on  F o rm  218 to  th e  d is tr ic t d i ­
re c to r fo r th e  d is tr ic t in  w hich  th e  
fac to ry  is located . O n  th e  w ith d raw al 
of a  package of filled cheese th e  p ro p er 
ta x -p a id  s ta m p  m u s t be securely  affixed 
to  th e  side th e reo f a n d  im m ediately  c a n ­
celed by stam p in g  o r p erfo ra tin g  th e  
fac to ry  num ber, in te rn a l revenue d is ­
tr ic t, S ta te , a n d  d a te  th e reo n . I l lu s tra ­
t io n : “Fac. No. 12, Chicago D istric t, 
111.”, over “A pril 15, 1960.” F o r p rov i ­
sions re la tin g  to  affixing a n d  can ce lla ­
t io n  of s tam p s in  resp ec t of im ported  
filled cheese, see p a ra g ra p h  (d) (3) of 
§ 45.4831-1.

§ 4 5 .4 8 3 2 —2 E m ptied packages.

W henever an y  stam p ed  package con ­
ta in in g  filled cheese is em ptied, th e  p e r ­
son in  whose h a n d s  such  package is  sha ll 
destroy  th e  s tam p s affixed th ereo n .

§ 4 5 .4 8 3 2 —3 Other stam p provisions.

F o r reg u la tio n s w ith  resp ec t to  th e  e n ­
g rav ing , issuing, sale, accountab ility , 
effacem ent, a n d  d es tru c tio n  of stam ps, 
see S u b p a rt L  of th is  p a r t.

§ 4 5 .4 8 3 3  Statutory provisions; require ­
m ents applicable to m anufacturers.

Se c . 4833. R eq u irem en ts  ap p lica b le  to  m a n ­
u fac tu rers— (a) P ackin g  req u irem en ts— (1) 
M arks, s ta m p s, a n d  packages. F illed  cheese  
sha ll be packed by th e  m anufacturers In 
wooden packages only, n o t before used for 
th a t purpose, and marked, stam ped, and  
branded w ith  th e  words “filled  cheese” in  
black-faced letters n ot less th an  tw o Inches 
in  length , in  a circle in  th e  center o f th e  
top and bottom  of th e  cheese; and in  black ­
faced letters n o t less th an  tw o in ches in  
length  in  lin e from  th e  top to  th e bottom  
of th e  oheese, on th e  side in  four places 
equ id istant from  each other; and th e  pack ­
age contain ing such  cheese shall be marked  
in  th e  sam e manner, and in  th e  sam e n u m ­
ber o f places, and in  th e  sam e description  
of letters as above provided for th e  marking 
of th e  cheese; and a ll sales or consignm ents 
m ade by m anufacturers of filled  cheese to  
w holesale dealers in  filled cheese or to  ex ­
porters o f filled cheese shall be in  original 
stam ped packages.

(2) Label. Every m anufacturer o f filled  
cheese shall securely affix, by pasting on each  
package contain ing filled cheese m anufac ­
tured by h im , a label on  w hich  shall be 
printed, besides th e  num ber o f th e  m anu ­
factory and th e  d istrict and S tate  in  w hich  
i t  is  situated , these words: "N o tice . The 
m anufacturer o f th e  filled cheese herein  con ­
ta ined  has com plied w ith  a ll th e  require­
m ents o f th e  law. Every person is  cautioned

n ot to  use either th is  package again or the  
stam p thereon again, nor to  remove the  
contents o f th is  package w ith ou t destroying  
said stam p, under th e  penalty  provided by 
law in  such  cases.”

(b ) F actory  n u m b er  a n d  signs. Every 
m anufacturer of filled cheese shall p u t up  
such  signs and affix such num ber to  h is  
factory as th e  Secretary or h is delegate may  
by regulation require.

(c) B onds. Every m anufacturer o f filled  
cheese shall file w ith  th e  official in  charge of 
th e  in ternal revenue d istrict in  w hich  h is  
m anufactory is  located such  bonds as th e  
Secretary or h is delegate m ay by regulation  
require. The bond required o f such  m an u ­
facturer sha ll be in  a penal sum  of n o t less 
th an  $5,000; and th e  am ount of said  bond  
m ay be increased from  tim e to  tim e, and  
additional sureties required, a t  th e discre­
t ion  o f th e  Secretary or h is delegate.

[Sec. 4833 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .4 8 3 3 —1 R equirem ents applicable to  
m anufacturers.

(a) Packing  requ irem ents. (1) All 
filled cheese sh a ll be packed  by th e  m a n ­
u fa c tu re r  th e reo f in  w ooden packages 
only, n o t before used  fo r t h a t  purpose. 
T he  law  does n o t fix th e  size of th e  m a n ­
u fa c tu re rs ’ packages. T h e  co n ten ts  of 
a ll packages m u st be com pletely  covered. 
C ra tes w ith  openings betw een s la ts  m ay  
n o t be used as o rig ina l packages. A 
package w hich  h a s  once been  used  fo r 
pack ing  filled cheese m ay  be ta k e n  a p a r t  
a n d  th e  m a te ria l, fro m  w hich  a ll s tam ps, 
m arks, a n d  b ra n d s  h av e  been  effectually  
rem oved, m ay  be used in  co n stru c tio n  of 
new  co n ta in ers . All filled cheese sold  by 
m a n u fa c tu re rs  of filled cheese sh a ll be 
in  o rig in a l stam p ed  packages.

(2) A package of filled cheese, to  m eet 
a ll th e  req u irem en ts  of th e  law  a n d  reg ­
u la tio n s m u s t be b ran d ed  (p a ra g ra p h
(b) of th is  s e c tio n ) , have  cau tio n  no tice  
label affixed (p a ra g ra p h  (c) of th is  sec ­
tio n ) , a n d  h ave  p ro p er s tam p  o r s tam p s 
affixed a n d  canceled  (p a ra g ra p h  (b) of 
§45.4832-1).

(3) M an u fa c tu re rs  a n d  dea lers m ay  
incase p roperly  s tam p ed  a n d  b ran d ed  
orig inal packages of filled cheese in  
ad d itio n a l coverings o r w rappers, p ro ­
v ided such  ad d itio n a l coverings o r w rap ­
p e rs h ave  duly im pressed  o r stenciled  
th e re o n  th e  b ra n d  as p rescribed  in  p a ra ­
g ra p h  (b) of th is  section , a n d  also th e  
follow ing ad d itio n a l in sc rip tio n : “T h e  
o rig ina l package h e re in  co n ta in ed  h a s  
been  duly ta x  p a id  a n d  p ro p e r s tam p  is 
affixed.”

(b) B r a n d i n g  requ irem ents. (1) 
E ach  cheese sh a ll be m arked , stam ped , 
a n d  b ran d ed  w ith  th e  w ords “filled 
cheese” in  b lack -faced  le tte rs , n o t less 
th a n  2 inches in  len g th , in  a  circle in  
th e  c en te r  of th e  to p  a n d  bo ttom  of 
th e  cheese; a n d  in  like le tte rs , in  fo u r 
d ifferen t places, e q u id is tan t fro m  each  
o ther, on  th e  side of th e  cheese, in  line  
fro m  th e  to p  to  th e  b o tto m  th ereo f. 
Like b ra n d s  a re  requ ired  u p o n  th e  
wooden packages co n ta in in g  such  cheese. 
W here th e  consistency  of th e  filled 
cheese w ill n o t  pe rm it of th e  b ra n d  being 
app lied  d irec tly  th e re to  i t  will be suffi­
c ien t if  th e  package is duly b ran d ed  a s  
h e re in  required .
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(2) T h e  w id th  of th e  le tte rs  in  th e  
above b ra n d s  sha ll n o t be less th a n  1 
in ch  over all, w ith  q u a rte r- in c h  stem . 
S ection  4833(a) (1) prescribes t h a t  th e  
b ra n d s  fo r th e  side of th e  cheese sh a ll 
be p u t on  in  line  from  to p  to  bottom . 
W here th e  cheese is n o t sufficiently th ic k  
to  accom m odate th ese  w ords in  a  p e r ­
p en d icu la r o r v e rtica l line, th ey  m ay  be 
b ran d ed  in  a  line  ru n n in g  diagonally  
fro m  to p  to  bottom .

(3) E ach  cheese, likewise th e  w ooden 
package th e re fo r, shall, in  ad d itio n  to  
th e  above b ra n d s  requ ired  upon  th e  top  
a n d  b o tto m  su rfaces, be b ran d ed  w ith  
w ords a n d  figures ind ica tin g  th e  fac to ry  
num ber, th e  in te rn a l revenue d istric t, 
S ta te , a n d  th e  w eight of th e  cheese, in  
th e  o rd er observed in  th e  following 
exam ple :

Factory No. 1, Chicago District, 111.
30 Founds 

Filled Cheese

(4) All le tte rs  a n d  figures in  th e  above 
b ra n d  m u s t be in  b lack -faced  block type, 
n o t less th a n  1 in c h  in  w id th  over all, 
w ith  q u a rte r- in c h  stem s in  th e  w ords 
“filled cheese” a n d  n o t less th a n  1 in ch  
sq u are  in  th e  rem ain in g  words.

(5) I f  a  m a n u fa c tu re r  desires to  p lace 
h is  n am e  upon  th e  filled cheese, o r upon  
th e  wooden package th e re fo r, h e  m ay  do 
so, prov ided  such  b ra n d  in  now ise over ­
shadow s, su b o rd ina tes, o r conceals th e  
G overnm en t b ra n d  above p rescribed  by 
th e  law  a n d  th e  reg u la tio n s in  th is  p a rt.

(c) Labeling requ irem ents. Every 
m a n u fa c tu re r’s package of filled cheese 
m u st, before rem oval fro m  th e  bonded 
prem ises w here m ade, have  p r in te d  
th e re o n  o r securely  affixed on  th e  side 

> o r end  th e reo f by p astin g , in  su ch  a  w ay 
as to  be exposed to  public  view a n d  to  
be easily  read , a  label on  w hich  is p rin te d  
th e  n u m b er of th e  m a n u fac to ry  a n d  th e  
in te rn a l revenue d is tr ic t a n d  S ta te  in  
w h ich  i t  is  s itu a ted , a n d  th e  w ords of 
th e  cau tio n  n o tice  as p rovided  by section  
4 8 3 3 (a )(2).

(2) T h e  p rescribed  w ording m u s t be 
in  p la in , open, a n d  legible le tte rs  in  b lack  
ink , a n d  sh a ll occupy a  space n o t less 
th a n  3 inches long a n d  n o t less th a n  1 y2 
inches in  w id th , a n d  w hen  in  label form , 
i t  sh a ll be p r in te d  on  p la in  w h ite  p ap e r 
a n d  sh a ll be su b stan tia lly  in  th e  follow ­
in g  fo rm :

Factory N o ._____ ___________ District.
State o f _________
N o t i c e : The m anufacturer of th e  filled  

cheese herein  contained has com plied w ith  
all th e  requirem ents o f th e  law. Every per ­
son  is cautioned n o t to  use either th is pack ­
age again  or th e  stam p thereon again, nor 
to  remove th e  contents o f th is package 
w ith ou t destroying said stam p, under the  
penalty provided by law in  such  cases.

§ 4 5 .4 8 3 3 —2 Factories.

(a) Prem ises. U nless o therw ise a p ­
p roved by th e  d is tr ic t d irecto r, an o th e r 
fac to ry  m ay  n o t be o p era ted  a t  th e  sam e 
tim e  w ith in  th e  prem ises described in  
a  m a n u fa c tu re r’s notice. (See p a ra g ra p h
(d) of th is  section.)

(b) M anu fa c tu rer 's  sign. Every m a n ­
u fa c tu re r  of filled cheese sh a ll p lace a n d  
keep  over th e  p rin c ip a l en tra n c e  to  th e  
bu ild ing  w h ere in  h is  business is c a rried  
on, so t h a t  i t  c a n  be d is tin c tly  seen, a  
sig n  w ith  le tte rs  th e re o n  n o t less th a n

3 in ches in  h e ig h t, p a in te d  in  oil colors 
o r gilded, giving h is  fu ll n am e a n d  b usi ­
n ess a n d  th e  n u m b er of h is  m an u fac to ry .

(c) F actory nu m b er. E ach  filled- 
cheese fac to ry  sh a ll be assigned a  n u m ­
b e r by th e  d is tr ic t d irec to r, w hich  n u m ­
b e r sh a ll n o t be  h e ld  a t  th e  sam e tim e  
by a n y  o th e r m a n u fa c tu re r  of filled 
cheese in  h is  d is tric t, n o r  th e re a f te r  
ch an g ed  except fo r reasons approved by 
th e  d is tr ic t d irecto r. I f  th e  m a n u fa c ­
tu re r  rem oves to  a  new  location  in  th e  
sam e d is tric t, h e  will re ta in  h is  old n u m ­
ber. U pon rem oval fro m  one in te rn a l 
revenue d is tr ic t to  a n o th e r  a  new  n u m ­
ber will be assigned by th e  d is tr ic t d i ­
re c to r fo r  th e  d is tr ic t to  w hich  rem oved. 
W hen  a  fac to ry  is closed, th e  n u m b er 
w hich  is re leased  w ill n o t be reassigned  
du rin g  th e  ba lance  of th e  fiscal year.

(d ) M anufacturer 's  notice— (. 1) E xe ­
cu tion  o f fo rm . B efore com m encing 
business, a n d  im m ediately  on th e  first 
day  of Ju ly  th e re a f te r  a s  long as he 
con tinues in  th e  business, a  m a n u fa c ­
tu re r  of filled cheese sh a ll file w ith  th e  
d is tr ic t d irec to r a  notice of in te n tio n  to  
m an u fac tu re . T h is  no tice  sh a ll be p re ­
p a red  on  F o rm  213 w hich  m ay  be ob ­
ta in e d  fro m  th e  d is tr ic t d irector. T h e  
prem ises described in  th e  no tice  sha ll 
conform  w ith  th e  req u irem en ts  of th is  
section.

(2) N otice o f change. A new  no tice  
sha ll be filed w ith  th e  d is tr ic t d irec to r 
before o r im m ediately  u p o n  m ak ing  any 
change  e ith e r in  location  o r in  th e  
prem ises or ow nership  of th e  business 
as described in  th e  o rig ina l notice.

§ 4 5 .4 8 3 3 —3 B onding.

(a) R eq u irem en t. Every m an u fa c ­
tu re r  of filled cheese, before in cu rrin g  
an y  liab ility  fo r th e  ta x  im posed by sec ­
tio n  4831, sh a ll file a  bond w ith  th e  
d is tr ic t d irec to r in  accordance w ith  th e  
provisions of p a ra g ra p h  (b) of th is  
section.

(b) B ond— (1) In  general. T he  bond 
req u ired  u n d e r p a ra g ra p h  (a) of th is  
section  sh a ll be executed  in  accordance 
w ith  th e  fo rm , in stru c tio n s, a n d  re g u la ­
tio n s  applicable th e re to . S uch  bond  
sh a ll be conditioned  th a t  th e  p rin c ip a l 
sh a ll n o t engage in  an y  a tte m p t, by h im ­
self o r  by  collusion w ith  o th ers , to  de ­
f ra u d  th e  U nited  S ta te s  of an y  ta x  u n d e r 
section  4831; t h a t  h e  sh a ll re n d e r  tru ly  
a n d  com pletely  a ll th e  re tu rn s  a n d  in ­
v en tories requ ired  by  law  o r reg u la tio n s 
in  respect of such  ta x  a n d  sh a ll pay  a ll 
such  tax es  fo r w hich  h e  is liab le; an d  
t h a t  h e  sh a ll com ply w ith  a ll req u ire ­
m en ts  of law  a n d  reg u la tio n s w ith  re ­
spect to  such  taxes. T h e  p en a l sum  of 
such bond  sh a ll be n o t less th a n  $5,000; 
a n d  th e  sum  of said  bond m ay  be in ­
creased  from  tim e to  tim e a t  th e  d is ­
c re tion  of th e  d is tr ic t director.^ Copies 
of th e  fo rm  to  be used in  filing th e  bond 
m ay  be ob ta ined  from  any  d is tric t 
d irecto r.

(2) C ancellation clause. T he  bond 
requ ired  u n d e r p a ra g ra p h  (a ) of th is  
section  m ay  be accep ted  w ith  a  can cella ­
t io n  clause in co rp o ra ted  th e re in . S uch  
can cella tion  clause sh a ll provide th a t :

(i) Any su re ty  on  th e  bond m ay  a t  
an y  tim e give n o tice  to  th e  p rin c ip a l an d  
th e  d is tr ic t d irec to r t h a t  h e  desires to  
be relieved of liab ility  u n d er said  bond

a f te r  a  d a te  nam ed, which shall be at 
le a s t 60 days a f te r  th e  receipt of notice 
by th e  d is tr ic t d irector.

(ii) I f  th e  no tice  is n o t withdrawn in 
w ritin g  p r io r  to  th e  d a te  named in the 
notice, th e  r ig h ts  of th e  principal as 
su p p o rted  by sa id  bond shall be ter­
m in a ted  on  such  d a te  (unless supported 
by a n o th e r  bond or bonds), and the 
su re ty  sh a ll be relieved from liability 
u n d e r said  bond fo r any  acts done wholly 
subsequen t to  said  date. The surety 
shall, how ever, rem ain  liable for any 
u n p a id  ta x  liab ility  incurred  by the prin­
c ipal before  cancellation, in  addition to 
pen a lties  a n d  in terest, unless the prin­
c ipa l pays such  ta x  and  penalties and 
in te re st.

(iii) S a id  notice m ay not be given by 
a n  a g e n t of th e  surety , unless it is ac­
com panied  by a  power of attorney duly 
executed  by th e  su re ty  authorizing the 
ag e n t to  give such  notice or by a verified 
s ta te m e n t t h a t  such  power of attorney 
is on  file w ith  th e  T reasury  Department.

(3) N ew  or additional bond. The dis­
t r ic t  d irec to r m ay require a  new or addi­
t io n a l bond u n d e r th is  section in any 
case w here h e  deem s i t  necessary or de­
s irab le  in  o rd er to  p ro tect the interest 
of th e  U nited  S tates.

(4) O ther provisions relating to bonds. 
F o r genera l provisions relating to bonds, 
inc lud ing  such  m a tte rs  as the surety or 
su re ties required , see §§ 301.7101 and 
301.7101-1 of th is  chap ter (Regulations 
on  P rocedure  a n d  Administration).

§ 4 5 .4 8 3 4  Statutory provisions; require­
m ents applicable to wholesale and re­
ta il dealers.

Se c . 4834; R equ irem en ts applicable to 
w h olesa le  a n d  re ta il dealers—(a) Signs. 
Every w holesale dealer and every retail dealer 
in  filled cheese shall display in a conspicuous 
place in  h is salesroom a sign bearing the 
words “F illed cheese sold  here” in black-faced 
letters n o t less th an  six inches in length, 
upon a  w hite ground, w ith the name and 
num ber o f th e  revenue district in which his 
business is conducted.

(b ) S ellin g  requ irem ents. Retail dealers 
in  filled cheese shall sell only from original 
stam ped packages, and shall pack the filled 
cheese w hen sold in  suitable wooden or paper 
packages, w hich shall be marked and branded 
in  accordance w ith  rules and regulations to 
be prescribed by the Secretary or his delegate.

[Sec. 4834 as originally enacted and in effect 
July  1,1960]

§ 4 5 .4 8 3 4 -1  Signs to be displayed by 
w holesale and retail dealers.

E ach  re ta il  an d  each wholesale dealer 
l filled cheese shall display m a con- 
jicuous place in  h is salesroom a 
ta rin g  th e  w ords “Filled c^ee®®than 
ere” in  b lack-faced  letters not less , 
x inches in  length , upon a white grouno,
i th  th e  nam e of th e  revenue distnctw 
h ich  th e  business is conducted, to
ja lm en t of th e  sign from  full 
ablic w ill n o t be deemed a C° ^  than 
ith  th e  law . I f  a  dealer has more 
ae salesroom , he  m ust post t 
isite sign  in  each  such room. 
4 5 .4 8 3 4 -2  Packaging requirements. _

R eta il dealers in  filled ch eese iS a» »  
nly fro m  original stamped P ^  
rid sha ll pack  th e  filled ch®®s 
tern in  su itab le  wooden or P j
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as provided in  § 45.4834-3. W ooden or 
paper packages sim ilar to  th o se  usually  
employed in selling b u tte r  a n d  la rd  a t  
retail may be used by th e  re ta il  d ea ler 
in filled cheese. T here  is no  re s tr ic tio n  
as to the quantity of filled cheese th a t  a  
retailer may sell a t  one sale, b u t h e  m u st 
remove the product fro m  th e  o rig in a l 
manufacturer’s package a n d  rep ack  x in  
another package, m ade of e ith e r wood 
or paper, and place on  such  package th e  
required m arks an d  b rands. A re ta il  
dealer who sells filled cheese in  o rig inal 
packages for resale or to  a n o th e r  re ta ile r  
incurs additional liab ility  to  special ta x  
as a wholesale dealer. (See section 
4841(b).)

§ 45.4834-3 Branding requirem ents.

Each retailer’s wooden or p ap e r pack ­
age must have th e  nam e a n d  address of 
the dealer m arked or b ran d ed  th ereo n , 
likewise the words “P o und” a n d  “Pilled 
Cheese,” in letters n o t less th a n  one- 
quarter inch square, a n d  th e  q u an tity  
written, marked, or b ran d ed  th e re o n  in  
figures of the sam e size (o n e -q u a rte r of 
an inch square), sub stan tia lly  as 
follows.

Richard Roe 
100 Doe Street 

Boston
1 pound Pilled Cheese

(c) F o r p en a ltie s  fo r  u n au th o rized  use 
o r sale of s tam ps, see § 45.7209.

(d) F o r pen a lties  fo r  o th e r  offenses re ­
la tin g  to  stam p s, see § 45.7271.

(e) F o r p en a lty  fo r  fa ilu re  to  reg iste r, 
see § 45.7272.

(f) F o r o th e r ad m in is tra tiv e  provi ­
sions re la tin g  to  th e  ta x  im posed on filled 
cheese, see S u b p a rt L.

O c c u p a t i o n a l  T a x

§ 4 5 .4 8 4 1  Statutory provisions; im posi­
tion  o f  tax.

Se c . 4841. Im p o sitio n  o f ta x — (a) M anu- 
fa c tu rers . M anufacturers o f filled cheese  
shall pay a special tax o f $400 a year for 
each and every factory.

(b) W holesa le dealers— (1) In  general. 
W holesale dealers in  filled cheese shall pay 
a special tax of $250 a year.

(2) M an u factu rers se llin g  a t  w holesa le. 
Any m anufacturer of filled cheese who has 
given the required bond and paid th e  re ­
quired special tax, and who sells only  filled  
cheese of h is ow n production, a t th e  place 
of m anufacture, in  th e  original packages, to  
w hich th e  tax-paid  stam ps are affixed, shall 
n ot be required to  pay the special tax o f a 
w holesale dealer in  filled cheese on account 
of such  sales.

(c) R eta il dealers. R etail dealers in  filled  
cheese shall pay a special tax o f $12 a year.

[Sec. 4841 as originally enacted and in  effect 
July  1,1960]

The words “Filled Cheese” a n d  “P o u n d ” 
which are required to  be m ark ed  or 
branded on retailers’ wooden o r p ap e r 
packages, in le tters n o t less th a n  one- 
quarter inch square, a n d  th e  q u a n tity  
which is required to  be w ritten , m ark ed  
or branded thereon in  figures of like 
size, must be so placed so a s  to  be 
plainly visible to th e  p u rch ase r a t  th e  
time of delivery to  him . Illegible o r 
concealed m arks an d  b ran d s  a re  n o t 
those contemplated an d  requ ired  by th e  
law and regulations. I t  will n o t be 
deemed a compliance w ith  th e  re g u la ­
tions in this p a r t if th e  w ords “Filled 
Cheese” and the  o th er requ ired  w ords 
and figures shall be illegibly b ran d ed  or 
marked or so placed as to  be concealed 
from view, by being on  th e  inside of 
the package or by folding in  th e  
stamped portion of th e  p ap e r sh ee t used 
lor wrapping, or otherw ise. T h e  re -  
qmred words and figures m u st be legi- 

or branded a n d  conspicu- 
usiy placed, and no o th e r w ord o r busi- 
ss card should be placed in  such  ju x ta -  

w T + u t^ereto d ivert a t te n tio n
ns<r>v l*16 fact th a t  th e  co n ten ts  of th e  
o f th f6« ^re ? lled cheese. T h e  color
marine ^  uWith w hich th e  w ords a re  
marked or branded m ust be black.

 ̂^^'reference8111*01̂  Prov*s*°ns; cross

tio n s ' S ; +? ro s s  references. For defini- 
* ¿ ¿ 2 2 *  other £enera-l and ad-
ahd s S S e  FPr°ViSi0nS’ See section 4846

July 1̂ 960] ° riginally enac êd  an d in  effect

§ 45.4836-1 Cross references.

cheese see re la tin g  to  filled
thereunder^ 5,4846 an<* th e  regu la tions

t° stamps, S e ? 45.7208. ° ffenses re la tin g
No. 12— e

§ 4 5 .4 8 4 1 —1 Im position  and rate o f  tax.

S ection  4841 im poses a  special ta x  in  
th e  case of m an u fa c tu re rs , w holesale 
dealers, a n d  re ta il  dea lers  of filled cheese 
a t  th e  following ra te s :

(a ) M anufacturers_____ $400 per year for
each factory.

(b) W holesale dealers___ $250 per year.
(c) R etail dealers___ __ $12 per year.

§ 4 5 .4 8 4 1 —2  A pplicability o f  tax.

(a) M anufacturers. E very person, 
firm , or co rp o ra tio n  who m an u fac tu res  
filled cheese fo r sale sh a ll be deem ed a 
m a n u fa c tu re r  of filled cheese.

(b) W holesale dealers. Every person, 
firm ,' o r co rp o ra tio n  who sells o r offers 
fo r sale filled cheese in  th e  o rig inal 
m a n u fa c tu re r’s package fo r resale, o r to  
re ta il  dea lers  as defined in  p a ra g ra p h  (c) 
of th is  section, sh a ll be deem ed a  w hole ­
sale  d ea ler in  filled cheese. A qualified 
m a n u fa c tu re r  w ho sells only ta x -p a id  
filled cheese of h is  own production  a t  th e  
p lace of m a n u fa c tu re  is n o t liab le as a  
w holesale dealer.

(c) R eta il dealers. Every person  who 
sells filled cheese a t  re ta il, n o t fo r  resale  
b u t fo r  a c tu a l consum ption , sh a ll be re ­
g arded  as a  re ta il  d ea le r in  fifled cheese.

(d) P a ym en t o f special ta x . Every 
person  liable fo r  th e  special ta x  im posed 
by sec tion  4841 m u st m ake a  r e tu rn  on 
F o rm  11 to  th e  d is tr ic t d irec to r, pay  th e  
special tax , a n d  com ply w ith  th e  p rov i ­
sions co n ta in ed  in  S u b p a rt K , re la tin g  to  
special taxes.

(e) C om puta tion  o f ta x . F o r reg u la ­
tions re la tin g  to  co m p u ta tio n  of th e  tax , 
see § 45.4901-1(b ).

§ 4 5 .4 8 4 1 —3 Liability o f  w holesale deal­
ers and retail dealers for  special tax.

(a) In  general. (1) E xcep t in  th e  
case of a  m a n u fa c tu re r  selling filled 
cheese of h is  own producion  a t  th e  place

of m a n u fa c tu re , a  person  is liab le to  
special ta x  as a  dea le r in  filled cheese, 
e ith e r w holesale o r re ta il as  th e  case m ay  
be, a t  each  a n d  every place w here he  
sells, o r offers fo r sale, filled cheese. T he  
p lace w here th e  delivery, e ith e r a c tu a l 
o r  constructive, w hich  tra n s fe rs  ow ner ­
sh ip  fro m  vendor to  vendee, is m ade  is 
th e  place of sale  a n d  fo r w hich  special 
ta x  is requ ired  to  be pa id . A special ta x  
s tam p  c a n  be issued to  a  dea le r in  filled 
cheese only fo r a  fixed p lace of business. 
O ne who trav e ls  fro m  p lace to  p lace an d  
m akes sales of filled cheese in cu rs  liab il ­
ity  to  special ta x  a t  each  p lace w here 
such  sales an d  deliveries a re  m ade.

(2) D ealers in  cheese should  a sc e rta in  
th e  tru e  c h a ra c te r  of th e  a rtic le  w hich  
th ey  sell o r offer fo r  sale. I f  th ey  a re  
fo u n d  to  h ave  sold filled cheese, th o u g h  
th ey  believed i t  to  be genuine cheese, 
th ey  nevertheless a re  liab le to  special ta x  
as dea lers in  filled cheese.

(3) Special ta x  s tam p s a re  n o t tra n s -  
fe rrab le  fro m  one p erso n  to  a n o th e r. 
W hen  a  new  m em ber is added  to  a  firm  
a  new  s tam p  is requ ired .

(4) Any n u m b er of persons doing 
business in  c o p a rtn e rsh ip  a t  a n y  one 
place a re  requ ired  to  pay  b u t one special 
tax .

(b) S itu a tio n s w here special ta x  lia ­
b ility  is n o t incurred. S pecial ta x  lia ­
b ility  is n o t in c u rre d  in  resp ec t to  
sales by:

(1) A receiver ap p o in ted  by th e  co u rt 
to  sell filled cheese u n d e r o rd er of th e  
court.

(2) A tru s te e  w hen  h e  ca rries  on  th e  
business a t  th e  p rin c ip a l’s  s to re  a n d  u n ­
d e r  th e  special ta x  s tam p  issued to  th e  
p rinc ipa l.

(3) A m em ber of a  firm  acquiring  th e  
in te re s ts  of th e  o th e r  m em bers an d  
ca rry in g  on  th e  business u n d e r th e  
s tam p  issued to  th e  firm.*

(4) A qualified d ea ler m oving fro m  
one lo ca tion  to  a n o th e r  provided he  
reg iste rs  th e  chan g e  w ith  th e  d is tr ic t 
d irec to r d u rin g  th e  ca len d a r m o n th  in  
w hich i t  occurred.

(5) T he  legal rep resen ta tiv e  of a  de ­
ceased special ta x p a y e r  ca rry in g  on  th e  
business u n til  th e  ex p ira tio n  of th e  
s tam p  b u t th e  ch an g e  m u s t be reg iste red  
w ith  th e  d is tr ic t d irec to r w ith in  th e  
m o n th  in  w hich i t  w as m ade.

(6) A n a rm y  p ost exchange u n d e r th e  
com plete con tro l of th e  D e p a rtm e n t of 
D efense.

(7) A keeper of a  r e s ta u ra n t who 
fu rn ish es  filled cheese m erely  to  p a tro n s  
as a  p a r t  of th e ir  m eals even th o u g h  a  
se p a ra te  ch a rg e  is m ade  fo r th e  filled 
cheese served.

(8) A tra n s p o r ta tio n  com pany selling 
filled cheese to  secure fre ig h t charges.

§ 4 5 .4 8 4 1 —4  Storing filled  cheese.

M an u fac tu re rs  of, a n d  w holesale 
dea lers in, filled cheese m ay  sto re  ta x -  
p a id  packages of such  p ro d u c t a t  places 
o th e r  th a n  those  n am ed  in  th e ir  special- 
ta x  s tam p s a n d  m ay  m ake deliveries 
fro m  such  p laces of sto rag e  w ith o u t in ­
cu rrin g  ad d itio n a l special ta x  liab ility , 
provided  t h a t  sales of filled cheese so 
sto red  a re  absolu tely  com pleted  by th e  
m a n u fa c tu re rs  o r w holesale dea lers a t  
th e ir  reg iste red  p laces of business by
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construc tive  delivery th e re  p rio r to  ac ­
tu a l  rem oval of th e  goods fro m  th e  p lace 
of sto rage  fo r delivery to  pu rch asers . 
R eceip t of a n  o rd er a t  th e  place of busi ­
ness of a  m a n u fa c tu re r  o r dea ler a n d  
th e  send ing  of such  o rd er to  th e  s to rage  
house fo r delivery is n o t a  sale  of goods 
a t  sa id  p lace of business. A m a n u fa c ­
tu re r  or dea ler m u st n o t m erely  receive 
th e  o rder a t  h is  p lace of business, b u t 
h e  m u st m ake o u t th e re  a n d  deliver to  
th e  custom er o rdering , o r send to  h im  
d irec t a  bill of sale in  each  in stan ce  
tra n s fe rr in g  to  h im  th e  ow nership  of th e  
goods before th e re  is a n  a c tu a l delivery 
fro m  th e  p lace of storage.

§ 4 5 .4 8 4 2  Statutory provisions; cross 
references.

Se c . 4842. Cross references— (a) D efin i­
tio n s. For defin itions applicable to  th is sub ­
part, see section  4846.

(b ) O th er provision s. For penalties and  
other general and adm inistrative provisions 
applicable t o  th is  subpart, see chapter 40 and  
su b title  F.

{Sec. 4842 as originally enacted and in effect 
July  1, 1960]

§ 4 5 .4 8 4 2 —1 Cross references.

(a ) F o r provisions re la tin g  to  re g is tra ­
t io n  in  case of a  tra d e  o r business on 
w hich  a  special ta x  is im posed, see 
§§ 45.7011 a n d  45.7011-1.

(b) F o r req u irem en ts  re la tin g  to  p o st ­
ing  occupational ta x  stam ps, see 
§§ 45.6806 a n d  45 .6806(a)-l.

(c) F o r o th e r  ad m in is tra tiv e  req u ire ­
m en ts  re la tin g  to  occupational taxes, see 
S u b p a rts  K  a n d  L  of th is  p a r t.

(d) F o r penalties, see sections 7266, 
7272, a n d  7273.

§ 4 5 .4 8 4 6  Statutory provisions; defin i ­
tions.

Se c . 4846. D efin ition s. For th e  purposes of 
th is  part— (1) C heese. The word “cheese” 
sh a ll be understood to  m ean th e  food product 
know n as cheese, and made from  m ilk  or 
cream  and w ith ou t th e  addition  o f butter, 
or any anim al, vegetable, or other oils or fats  
foreign to  such  m ilk  or cream, w ith  or w ith ­
o u t additional coloring m atter.

(2) F illed  ch eese. Certain substances and  
com pounds shall be known and designated  
as “filled cheese,” nam ely: All substances 
m ade of m ilk  or skim m ed m ilk, w ith  th e  ad ­
m ixture of butter, anim al o ils or fa ts, vege­
tab le or any other oils, or com pounds foreign  
to  such  m ilk , and m ade in  im ita tion  or 
sem blance of cheese. Substances and com ­
pounds, consisting  principally o f cheese w ith  
added edible oils, w hich are not sold  as 
cheese or as su b stitu tes for cheese b u t are 
prim arily u sefu l for im parting a natural 
cheese flavor to  other foods shall not be con ­
sidered “filled  cheese” w ith in  th e  m eaning  
of th is part.

(3) M an u factu rer. Every person, firm, or 
corporation w ho m anufacturers filled cheese  
for sale shall be deem ed a m anufacturer of 
filled cheese.

(4) W holesale dealer . Every person, firm, 
or corporation w ho sells or offers for sale  
filled cheese, in  th e  original m anufacturer’s 
packages for resale, or to  retail dealers as 
defined in  paragraph (5) shall be deem ed a 
w holesale dealer in  filled  cheese.

(5) R eta il dewier. Every person w ho sells 
filled cheese a t retail, n ot for resale, and for 
actual consum ption, shall be regarded as a 
retail dealer in  filled cheese.

[Sec. 4846 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .4 8 4 6 -1  D efin itions.

(a ) Cheese. T h e  te rm  “cheese” shall 
be u n derstood  to  m ean  th e  food p ro d u c t 
know n a s cheese, a n d  m ad e  from  m ilk  or 
c ream  a n d  w ith o u t th e  ad d itio n  of b u t ­
te r , o r an y  an im al, vegetable, o r o th e r 
oils o r  fa ts  fo reign  to  such  m ilk  o r cream , 
w ith  o r w ith o u t ad d itio n a l coloring 
m a tte r .

(b) Filled cheese. (1) T h e  te rm  “filled 
cheese” sh a ll include a ll substances m ade 
of m ilk  or skim m ed m ilk, w ith  th e  a d ­
m ix tu re  of b u tte r , an im al oils o r fa ts , 
vegetable or an y  o th e r oils, o r com pounds 
fo re ign  to  such  m ilk, a n d  m ade in  im ita ­
tio n  o r sem blance of cheese. Substances 
a n d  com pounds, consisting  p rinc ipa lly  
of cheese w ith  added edible oils, w hich  
a re  n o t sold  as cheese o r as su b stitu tes  
fo r  cheese b u t a re  p rim arily  usefu l fo r 
im p artin g  a  n a tu ra l  cheese flavor to  
o th e r foods sh a ll n o t be considered “filled 
cheese” w ith in  th e  m ean ing  of th is  
ch ap te r.

(2) T he  m ix tu re  of cheese w ith  color ­
ing m a tte r  does n o t ren d e r i t  liab le to  ta x  
as filled cheese, such  m ix tu re  being  p e r ­
m itte d  u n d e r th e  defin ition  given in  sec ­
tio n  4846(a) a n d  p a ra g ra p h  (a) of th is  
section. I f , how ever, th e  a n n a tto  o r 
o th e r co loring m a tte r  is m ixed w ith  a 
vegetable oil or a n  an im al f a t  a s a  m o r ­
d a n t, resu ltin g  in  a  com pound resem ­
b ling cheese, th is  com pound would be 
liable to  ta x  as filled cheese.

(3) T h e  m a n u fa c tu re  of cheese from  
sy n th e tic  c ream  w hich  is p rep a red  by 
hom ogenizing a  m ix tu re  of b u tte r  a n d  
sk im m ed m ilk  o r a  m ix tu re  of b u tte r , 
m ilk  pow der, a n d  w ate r re su lts  in  a  p ro d ­
u c t w hich  is c learly  “filled cheese” as d e ­
fined by s ta tu te , being  a  substance  m ade 
of m ilk  or skim m ed m ilk  w ith  a n  a d ­
m ix tu re  of b u tte r  in  im ita tio n  or sem ­
b lance of cheese.

§ 4 5 .4 8 4 6 —2 Cross reference.

F o r defin ition  a n d  ap p lica tion  of th e  
te rm s “m a n u fa c tu re r”, “w holesale d ea l ­
e r” a n d  “re ta il  d ea le r”, see section  4841 
a n d  th e  reg u la tio n s th e reu n d e r.

Su b p a r t  I— C o n t r a c t s o f  Sa l e  o f  Co t t o n  

f o r  F u t u r e  D e l i v e r y

§ 4 5 .4 8 5 1  Statutory provisions; im posi­
t ion  o f  tax.

Se c . 4851. Im p o sitio n  o f  ta x — (a) * R ate . 
Upon each  contract o f sale of any cotton  for 
fu ture delivery made at, on, or in  any ex ­
change, hoard o f trade, or sim ilar in s titu ­
tion  or place o f business, th ere shall be im ­
posed a tax in  th e  nature of an excise o f 2 
cents for e$ch pound of th e  cotton  involved  
in  any such  contract.

(b ) B y  w h om  p a id . The tax im posed by 
subsection (a) sh a ll be paid by th e  seller of 
th e  cotton  involved in  the contract of sale.

[Sec. 4851 as originally enacted and in  effect 
Ju ly  1, 1960]

§ 4 5 .4 8 5 1 —1 Im position  and rate o f  tax.

(a) Im position  o f tax . S ection  4851 
im poses a  ta x  upon  each  c o n tra c t of sale 
of co tto n  fo r fu tu re  delivery m ade a t, on, 
or in  an y  exchange, bo ard  of trad e , or 
s im ila r in s titu tio n  o r place of business, 
excep t c o n trac ts  fo r  th e  sale of specific 
co tto n  fo r fu tu re  delivery w hich  com ply 
w ith  th e  provisions of th e  reg u la tio n s in  
th is  su b p art.

(b) R a te  o f ta x . T he tax  imposed 
u n d e r sec tion  4851 sha ll be computed at 
th e  ra te  of 2 cen ts per pound for each 
pound  of co tto n  involved in a contract 
sub jec t to  tax .

§ 4 5 .4 8 5 1 —2  Liability for tax.

T he ta x  im posed by section 4851 shall 
be p a id  by th e  seller of the  cotton in­
volved in  each  c o n trac t subject to tax.

§ 4 5 .4 8 5 2  Statutory provisions; defini, 
tion.

S e c . 4852. D efin ition . For th e  purpose of 
th is  subchapter, th e  term  “contract of sale” 
shall be held  to  include sales, agreements of 
sale, and agreem ents to  sell.

[Sec. 4852 as originally enacted and in effect 
July 1,1960]

§ 4 5 .4 8 5 2 -1  D efin itions.

(a) C ontract o f sale. The term “con­
t r a c t  of sa le” sha ll be held to include 
sales, ag reem ents of sale, and agree­
m en ts  to  sell.

(b) D esignation o f contracts— (1) 
C ontracts sub jec t to  section 4863. The 
te rm  “c o n trac ts  sub jec t to section 4863” 
sh a ll m ean  basis grade contracts made in 
com pliance w ith  th e  provisions of sec­
tio n  4863 a n d  th e  regulations there­
under.

(2) C ontracts subject to section 4864. 
T he  te rm  “co n trac ts  subject to section 
4864” sh a ll  m ean  tendered grade con­
t ra c ts  m ade in  compliance with the 
provisions of section 4864 and the regu­
la tio n s th e reu n d er.

(3) C ontracts subject to section 4865. 
T he  te rm  “co n trac ts  subject to section 
4865” sh a ll m ean  specific grade contracts 
m ade in  com pliance w ith section 4865 
a n d  th e  regu la tions thereunder.

§ 4 5 .4 8 5 3  Statutory provisions; form 
and validity o f  contracts.

Se c . 4853. Form  an d va lid ity  of coniracts- 
(a) Form . Each contract of sale of cotton 
for fu ture delivery mentioned In section 4851 
(a) sha ll be In w riting plainly stating, or 
evidenced by w ritten memorandum showing, 
th e  term s o f such  contract, Including the 
quantity  o f th e  cotton  involved and the 
nam es and addresses of the seller and buyer 
in  such  contract, and shall be signed by th® 
party to  be charged, or by his agent in h 
behalf. I f th e  contract or memorandum 
specify In bales the quantity of the cotton 
involved, w ith ou t giving the weight, eacn 
bale shall, for th e purpose of this subchap­
ter, be deem ed to  weigh 500 pounds.

(b) V a lid ity . No contract of sale of cot­
ton  for fu ture delivery mentioned in sect««* 
4851(a), w hich does not conform to tne r - 
quirem ents of subsection (a) of this 
and has not th e  necessary stamps affix 
thereto as required by section 4871, shall 
enforceable in  any court of the Unit 
by, or on  behalf of, any party to such c 
tract or h is privies.

[Sec. 4853 as originally enacted and in effect  

July  1, 1960]

§ 4 5 .4 8 5 3 -1  Form and validity of con-

(a )  F orm — (1) In  general. 
t r a c t  m entioned  in  section 485 Uyery 
th e  sale o f co tton  for futur or 
sh a ll be in  w riting  and..^® Umemoran- 
sh a ll be evidenced by g j c0n-
d um  showing, (i) the^tenns of t h e ^
tra c t , (ii) th e  quantity  o of

a m  th e  nam e and adore»
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the buyer, and (iv) th e  nam e an d  a d ­
dress of the seller. T h e  c o n tra c t or 
memorandum shall be signed by th e  p e r ­
son to be charged o r by h is  ag en t in  h is  
behalf. For the  purpose of th is  su b p art, 
if the contract or m em orandum  specifies 
in bales the quan tity  of co tton  involved, 
without giving th e  w eight, each  bale 
shall be deemed to  weigh 500 pounds.

(2) Exceptions, (i) C on trac ts  fo r 
sale of cotton m ade a t, on, o r in  any  
exchange, board of trad e , o r s im ilar in ­
stitution or place of business a n d  evi­
denced by m em oranda co n ta in in g  th e  
terms of such con trac t an d  th e  signa ­
tures of the parties to  be charged  in  th e  
form of punched a n d /o r  p rin te d  n u m ­
bers, letters and symbols by th e  Use of 
machines operated by a  c learing  house 
or a clearing association, p u rsu a n t to  

-authority given to  such  clearing  house 
or association by th e  m em bers to  be 
charged, are considered to  be in  com ­
pliance with section 4853(a) a n d  sub- 
paragraph (1) of th is  p a rag rap h .

(ii) Variations in  th e  m ethod  of op ­
eration caused by sales of m ore th a n  100 
bales of cotton and  involving, in  some 
cases, more th a n  a  single buying  or 
selling broker, will n o t resu lt in  a  n o n - 
compliance with section 4853(a) p ro ­
vided there are m em oranda co n ta in ing  
the terms of the co n trac t an d  th e  sig ­
natures of the parties to  be ch arg ed  in  
the form of punched a n d /o r  p rin ted  
numbers, letters or sym bols as provided 
in subdivision (i) of th is  su b p arag rap h .

(b) Validity of contracts. No con ­
tract for the sale of co tton  fo r fu tu re  
delivery mentioned in  section  4851(a) 
which does not conform  to  th e  req u ire ­
ments of section 4853 an d  p a ra g ra p h  
(a) of this section an d  w hich  does n o t 
have affixed thereto  th e  necessary  
stamps required by section 4871, shall 
be enforceable in  any  co u rt of th e  
United States by, or on behalf of, any  
party to such con tract or h is  privies.

(c) Stating num ber o f bales involved. 
Each contract m ust provide th a t  a ll 
tenders of cotton shall be th e  fu ll n u m ­
ber of bales involved there in . S uch  v a r-  
ations of the num ber of bales m ay  be 
permitted as is necessary to  b ring  th e  
»•tt- ^ eiglît  °f th e  co tton  ten d ered  
I ™  Ï®  Provisions of th e  c o n tra c t as

iV ’, an{* necessary v aria tio n s in  
b*» cotto n  ten d ered  m ay
thoP+ ? ? tted n° t  to  exceed 1 p e rcen t of 
tne total weight specified in  th e  con trac t.

§45.4854 Statutory provisions; cotton  
standards.

a n ? 9 ° t t ° n  stan dards— (a) Source  
T J t B f f S f L  Subject to th e  Provisions 
Stat ik?o.6 the Act of March 4, 1923 (42 
Agricultural7 U1S'C‘ 56)• th e  Secretary of 
to establish18 a^thorized> from tim e to  tim e, 
cotton, bv PromulSate standards of
SjSged quality or value may
1 « 3 * 2 i ncl udi ng its  grade, 
ana such strength of staple, color,
éd itions as ma q^ allties> Properties, and  
«cal form, w S  b® standardlzed Prac- 
subchapter T han’h Î Î  ® purpose o f th ls  
cotton stL dn^ 1 be, known 88 th e “Official 
Prom ed r h ^ ^ ° \ th e  U nited States’*: 
established standard of any cotton
eubchapter b^ t*aPr00mul8ated under th is  
shall not be « w  ®®cretary o f Agriculture 
Period less th an  81186(1 o r  replaced w ith in  a  
date o! C “  T , yeai from and after th e  

promulgation thereof by the

Secretary o f Agriculture: P rovided  fu r th er, 
T hat no change or replacem ent o f any stand ­
ard of any cotton  established and prom ul­
gated under th is  subchapter by th e  Secre ­
tary o f A griculture shall becom e effective 
u n til after one year’s  public notice  thereof, 
w hich notice shall specify  th e  date w hen  
sam e is to  becom e effective.

(b ) P ra ctica l fo rm s— (1) P repara tion , cer ­
t if ica tio n , a n d  d is tr ib u tio n . The Secretary  
of Agriculture is authorized and directed to  
prepare practical form s o f th e  official cotton  
standards whiefi shall be established by him , 
and to  furn ish  such  practical form s from  
tim e to  tim e, upon request, to  any person, the  
cost thereof, as determ ined by th e  Secretary 
of Agriculture, to be paid by th e  person re ­
questing th e  sam e, and to  certify  such prac­
tical form s under th e  seal of th e  D epartm ent 
of Agriculture and under th e  signature of 
th e  said Secretary, thereto affixed by h im ­
se lf or by som e official or em ployee o f the  
D epartm ent o f Agriculture th ereunto duly  
authorized by th e  said  Secretary.

(2) D isp o sitio n  o f rece ip ts  fro m  sales. 
All sum s collected by the Secretary of Agri­
cu lture for furn ish ing practical form s under  
paragraph (1) shall be deposited and cov ­
ered in to th e  Treasury as m iscellaneous 
receipts.

[Sec. 4854 as originally enacted and in  effect 
July  1,1960]

§ 4 5 .4 8 6 1  Statutory provisions ; spot 
cotton.

Se c . 4861. S p o t co tto n . This subchapter 
shall not be construed to im pose a tax on any  
sale of spot cotton.

[Sec. 4861 as originally enacted and in  effect 
July  1, 1960]

§ 4 5 .4 8 6 1 —1 E xem ption  o f  spot cotton.

T h e  ta x  im posed u n d er section  4851 is 
n o t applicable to  th e  sale of spo t cotton.

§ 4 5 .4 8 6 2  Statutory provisions; defin i ­
tion  o f  bona fide spot m arkets.

Se c . 4862. D efin ition  o f bona fide sp o t 
m a rk e ts— (a) D efin ition . • For th e purpose 
of th is  subchapter, the only  markets w hich  
shall be considered bona fide spot markets 
sha ll be those w hich th e  Secretary of Agri­
cu lture shall, from  tim e to tim e, after in ­
vestigation, determ ine and designate to  be 
such, and o f w hich he shall give public  
notice.

(b) D eterm in a tio n . . In  determ ining, pur ­
su an t to  the provisions of th is subchapter, 
w hat markets are bona fide spot markets, 
th e  Secretary of A griculture is directed to  
consider only markets in  w hich spot cotton  
is sold in  such  volum e and under sqch  con ­
d itions as custom arily to  reflect accurately  
the valûe o f m iddling cotton  and the differ­
ences betw een th e  prices or values of m id ­
d ling cotton  and of other grades o f cotton  
for w hich  standards shall have been estab ­
lished by th e  Secretary of A griculture: Pro ­
v id ed , T hat if  th ere be n o t sufficient places, 
in  the m arkets o f w hich are m ade bona fide 
sales of spot cotton  of grades for w hich  
standards are established by th e  Secretary 
of Agriculture, to  enable h im  to  designate a t 
least five spot m arkets in  accordance w ith  
section  4 8 6 3 (0 , he shall, from  data as to  
spot sales collected by h im , make rules and  
regulations for determ in ing th e  actual com ­
mercial differences in  the value of spot co t ­
ton  o f th e  grades established by h im  as 
reflected by bona fide sales o f spot cotton , 
of th e  sam e or different grades, in  th e  m ar­
kets selected  and designated by h im , from  
tim e to  tim e, for th a t purpose, and in  th a t  
event differences in  value of cotton  o f vari­
ous grades involved in  contracts m ade pur ­
su an t to  section  4863 (a) and (b ) shall be 
determ ined in  com pliance w ith  such  rules 
and regulations: P ro vid ed  fu r th e r , T hat i t  
sha ll be th e  du ty  o f any person engaged in  
th e  business o f dealing in  cotton, w hen re ­

quested by th e  Secretary o f Agriculture or 
any agent acting under h is in structions, to  
answer correctly to  th e  b est o f h is knowledge, 
under oath  or otherw ise, a ll questions to u ch ­
ing h is  knowledge of th e  num ber of bales, 
th e  classification, th e  price or bona fide price 
offered, and other term s o f purchase or sale, 
of any cotton  involved in  any transaction  
participated in  by him , or to  produce all 
books, letters, papers, or docum ents in  h is  
possession or under h is control relating to  
such  m atter.

[Sec. 4862 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .4 8 6 3  Statutory provisions; basis 
grade contracts.

Se c . 4863. B asis grade co n tra c ts— (a) C on ­
d itio n s . No tax shall be im posed under th is  
subchapter on any contract o f sale m entioned  
in  section 4851(a) if  th e  contract cqmply 
w ith  each o f the fo llow ing conditions:

(1) C o n fo rm ity  w ith  sec tio n  4853{a) and  
regu la tion s. Conform to  th e  requirem ents in  
section 4853(a) and the rules and regulations 
made pursuant to th is  subchapter.

(2) S pecifica tion  o f grade, p rice , arid d a tes  
o f sa le a n d  se t tle m e n t. Specify the basis 
grade for th e  cotton  involved in  th e  contract, 
w hich  shall be one of the grades for w hich  
standards are established by th e  Secretary 
of Agriculture, except grades prohibited from  
being delivered on a contract m ade under  
th is section  by the fifth  paragraph of th is  
subsection, th e  price per pound at w hich th e  
cotton  o f such  basis grade is contracted to  
be bought or sold, th e  data w hen th e pur ­
chase or sale was made, and th e  m onth  or 
m onths in  w hich th e  contract is to be fu l ­
filled or settled: P rovided , T hat m iddling  
shall be deem ed th e  basis grade incorporated  
in to  th e  contract if  no other basis grade be 
specified either in  th e  contract or in  the  
m em orandum  evidencing th e  sam e.

(3) P rovis ion  fo r  d e livery  o f sta n d a rd  
grades o n ly . Provide th a t th e cotton  dealt 
w ith  therein  or delivered thereunder shall 
be o f or w ith in  th e  grades for w hich stan d ­
ards are established by th e  Secretary o f Agri­
cu lture except grades prohibited from  being  
delivered on  a contract made under th is  sec ­
t ion  by paragraph (5) and no other grade or 
grades.

(4) P rovis ion  fo r s e t tle m e n t on  basis o f  
a c tu a l com m ercia l differences. Provide th a t  
in  case cotton  of grade other th a n  the basis 
grade be tendered or delivered in  settlem en t  
of such  contract, th e  differences above or be ­
low  th e  contract price w hich th e  receiver 
shall pay for such  grades other th an  th e  basis 
grade shall be th e  actual com m ercial differ­
ences, determ ined as hereinafter provided.

(5) P ro h ib itio n  o f d e livery  o f in ferior  
co tto n . Provide th a t cotton  th at, because of 
th e  presence o f extraneous m atter of any  
character, or irregularities or defects, is re ­
duced in  value below th at o f low m iddling, 
or cotton  th a t is below  the grade of low  
m iddling, or, if  tinged, co tton  th a t  is below  
th e grade o f str ict m iddling, or, if  yellow  
stained, co tton  th a t is below the grade of 
good m iddling, the grades m entioned being  
of th e  offleiaj cotton  standards o f th e  U nited  
States, or cotton  th a t  is  less th a n  seven- 
eighths of an inch  in  length  o f staple, or co t ­
ton  o f perished staple, or o f im m ature staple, 
or cotton  th a t is “gin  cu t” or reginned, or 
cotton  th a t is “repacked” or “false packed” 
or “m ixed packed” or “water packed,” shall 
n ot be delivered on, under, or in  settlem en t  
of such  contract.

(6) P rovis ion s fo r ten d e r  in  fu ll, n o tice  o f  
d e livery  d a te , a n d  certifica te  o f grade. Pro­
vide th a t all tenders o f co tton  under such  
contract shall be th e  fu ll num ber of bales 
involved therein , except th a t  such  variations 
of th e  num ber of bales may be perm itted as 
is  necessary to  bring th e  to ta l w eight o f th e  
cotton  tendered w ith in  th e  provisions o f th e  
contract as to  w eight; th a t, on  th e  fifth  bu si-



440 RU L ES A N D  R E G U L A T IO N S

ness day prior to  delivery, th e  person m aking  
th e  tender shall give to  th e  person receiving  
th e  sam e w ritten  n otice o i th e  date o f de ­
livery, and th a t, on  or prior to  th e  date so  
fixed for delivery, and in  advance o f final 
settlem en t o f th e  contract, th e  person m ak ­
ing th e  tender sha ll furn ish  to  th e  person  
receiving th e  sam e a w r itten  notice or certifi ­
cate sta ting  th e  grade o f each individual bale 
to  be delivered and, by m eans of marks or 
num bers, identify ing each bale w ith  its  
grade.

(7) P rovis ion  for te n d e r  a n d  se t tle m e n t  
in  accordance w ith  G o vern m en t classifica ­
tio n . Provide th a t all tenders o f co tton  and  
settlem ents therefor under such  contract 
ffVtn.ii fie in  accordance w ith  the classification  
thereof m ade under the: regulations o f th e  
Secretary of Agriculture by such  officer or 
officers o f th e  Governm ent as shall be desig ­
nated  for th e  purpose, and th e costs of such  
classification shall be fixed, assessed, co l ­
lected, and paid as provided in  su ch  regula ­
tions. All m oneys collected  as such costs 
may be used as a revolving fu n d  for carrying 
o u t th e  purposes o f th is  paragraph. The 
Secretary of A griculture is authorized to  pre ­
scribe regulations for carrying ou t th e  pur ­
poses o f th is  paragraph, and th e  certificates 
of th e  officers of th e  Governm ent as to  th e  
classification o f any co tton  for th e  purposes 
of th is  paragraph shall be accepted in  th e  
courts o f th e  U nited  States in  a ll su its be ­
tw een  th e  parties to  such  contract, or their  
privies, as prim a facie  evidence o f th e  true  
classification o f th e  cotton  involved.

(b ) In co rp o ra tio n  o f  co n d itio n s  in  con ­
tra c ts . The provisions of subsection  (a) (3 ), 
(4 ) ,  (5 ) , (6 ) , and (7) shall be deem ed fu lly  
incorporated in to  any such  contract if  there  
be w ritten  or prin ted thereon, or on  th e  
m em oranda evidencing th e  sam e, a t or prior 
to  th e  tim e th e  sam e is signed, th e  phrase 
“S u bject to  Internal R evenue Code, section  
4863.”

(c) D elivery  a llow ances. For th e  purpose 
of th is  section , th e  differences above or be ­
low  th e  contract price w hich  th e  receiver 
sha ll pay for co tton  of grades above or below  
th e  basis grade in  th e  settlem en t of a con ­
tract o f sale for th e  fu ture delivery of co tton  
shall be determ ined by th e  actual com m ercial 
differences in  value thereof upon  th e  sixth  
business day prior to  th e  day fixed, in  accord ­
ance w ith  subsection  (a) (6) , for th e  delivery 
of cotton  on  th e  contract, established by th e  
sale o f spot cotton  in  th e  spot m arkets of 
not less th a n  five places designated for the  
purpose from  tim e to  tim e by th e  Secretary 
of Agriculture, as such  values were estab ­
lished  by th e  sales o f spot cotton , in  such  
designated five or more m arkets: P rovided , ■ 
T hat for th e  purpose o f th is  subsection  such  
values in  th e  said spot m arkets be based upon  
th e  standards for grades o f cotton  estab ­
lished  by th e  Secretary o f Agriculture: A nd  
p ro v id ed  fu r th e r , T hat whenever the value  
of one grade is to  be determ ined from  th e  
sale or sales of spot cotton  o f another grade 
or grades, such  value shall be fixed in  accord ­
ance w ith  rules and regulations w hich shall 
fie prescribed for th e  purpose by th e  Secretary 
of Agriculture.

[Sec. 4863 as originally enacted-and in  effect 
July 1,1960]

§ 4 5 .4 8 6 3 —1 E xem ption  o f  basis grade 
contracts, tendered grade contracts, 
and specific grade contracts.

(a ) I n  general. T h e  ta x  im posed 
u n d er sec tion  4851 sh a ll n o t app ly  to  
c o n tra c ts  of sale of specific co tto n  fo r 
fu tu re  delivery m ade a t, on, or in  any  
exchange, bo ard  of tra d e , o r s im ila r in ­
s t i tu tio n  o r p lace of business w hich  m eet 
th e  req u irem en ts , a n d  a re  m ad e  in  com ­
p lian ce  w ith  th e  conditions, of section  
4863, 4864, o r  4865.

(b) E xchange rules a nd  o ther m a tte rs  
n o t to  a ffec t con tracts e x e m p t fro m  ta x  
under section  4863, 4864, or 4865. No 
c o n tra c t sh a ll be deem ed to  com ply w ith  
th e  conditions of sec tion  4863, 4864, o r 
4865 so as to  exem pt i t  from  ta x a tio n  
if  i t  con ta in s  o r in co rp o ra tes  th e re in  by 
re fe ren ce  o r o therw ise an y  provision  or 
an y  by-law , ru le , o r custom  of an y  ex ­
change, bo ard  of tra d e , o r  s im ila r in ­
s ti tu tio n  or p lace of business, w hich  is 
in co n sis ten t o r in  conflict w ith  an y  r e ­
q u irem en t of section  4863, 4864, o r 4865, 
as th e  case m ay  be, no r if  th e  p a rtie s  
e n te r  in to  an y  co lla tera l o r ad d itio n a l 
ag reem en t or u n d erstan d in g , e ith e r 
verbal o r  w ritten , respecting  th e  sub jec t 
m a tte r  of such  c o n tra c t w hich  is  in co n ­
s is te n t or in  conflict w ith  an y  req u ire ­
m e n t of said  sections.

(c) - Provisions deem ed inconsisten t 
and  in  con flic t w ith  requ irem ents. Any 
such  provision, by-law , ru le , custom , 
ag reem en t, or u n d e rs tan d in g  w hich  in  
an y  m a n n e r tak es  aw ay or im p airs  th e  
r ig h t  of th e  perso n  ob ligated  to  deliver 
co tton , to  te n d e r an y  co tto n  w hich  is of 
o r  w ith in  th e  grades, of th e  quality , an d  
of th e  le n g th  of s tap le  deliverable u n d e r 
a  c o n tra c t m ade in  com pliance w ith  sec ­
tio n  4863, 4864, or 4865; o r w h ich  takes 
aw ay o r im p airs  h is  r ig h t  to  p re p a re  fo r 
h im self, o r  to  have p re p a re d  by anyone 
a t  h is  d irection , th e  w ritte n  no tice  or 
certificate  s ta tin g  th e  g rad e  of co tton  
p u rsu a n t to  section  4863, o r w hich  takes 
aw ay or im p airs  th e  r ig h t of e ith e r p a r ty  
to  subm it a  d ispu te  as to  th e  classifica ­
tio n  of th e  co tto n  ten d e red  to  th e  S ecre ­
ta ry  of A gricu ltu re , u n d e r a  c o n tra c t 
sub jec t to  section  4863 o r 4864; or w hich 
co n ta in s  an y  device, a rran g em en t, or 
ag reem en t fo r  th e  a d ju s tm e n t of th e  
p rice  of th e  g rad e  o r g rades of co tton  
te n d e red  u n d e r a  c o n tra c t su b jec t to  
sec tion  4864, o th e r th a n  th e  basis g rade  
specified in  th e  c o n trac t, by an y  “fixed 
d ifference” system , o r by a rb itra tio n , 
sh a ll be deem ed in co n sis ten t a n d  in  con ­
flict w ith  th e  req u irem en ts of such sec ­
tions, a s th e  case m ay. be.

(d) D isputes as to  classification to  be 
referred  to  Secre tary  o f A griculture. 
C o n trac ts  su b jec t to  sections 4863 an d  
4864, sh a ll provide th a t ,  in  case a  d ispu te  
arises betw een th e  p erson  m aking  th e  
te n d e r a n d  th e  p e rso n  receiving th e  sam e 
as to  th e  c lassification  of a n y  co tto n  
ten d e red  u n d e r th e  co n tra c t, e ith e r p a r ty  
m ay  re fe r  th e  question  of th e  t ru e  c lassi ­
f ication  of th e  co tto n  to  th e  S ecre ta ry  of 
A gricu ltu re  fo r d e te rm in a tio n , a n d  th a t  
such  d ispu te  sh a ll be re fe rred  a n d  d e te r ­
m ined , a n d  th e  cost th e reo f fixed, a s ­
sessed, collected a n d  pa id  in  such  m a n n e r 
a n d  in  acco rdance  w ith  such  ru le s  a n d  
reg u la tio n s as m ay  be p rescribed  by th e  
S ecre ta ry  of A griculture.

§ 4 5 .4 8 6 4  Statutory provisions ; tend ­
ered grade contracts.

S e c . 4864. T en dered  grade co n tra c ts— (a) 
C o n d itio n s. No tax shall be im posed under 
th is  subchapter on  any contract o f sale m en ­
tioned in  section  4851(a) if  th e  contract—

(1) C om plian ce w ith  sec tio n  4863. Com­
ply w ith  all th e  term s and conditions o f sec ­
t ion  4863 n o t incon sisten t w ith  th is  section; 
and

(2) P rovis ion  for co n tin g e n t specific  p e r ­
fo rm an ce. Provide th a t, in  casé cotton  o f 
grade or grades other th an  th e  basis grade

specified in  th e  contract shall be tendered in 
perform ance o f th e  contract, the parties to 
such  contract m ay agree, at the time of the 
tender, as to  th e  price o f the grade or grades 
so tendered, and th a t if they shall not then 
agree as to  such  price, then, and in that 
event, th e  buyer o f said  contract shall have 
th e  right to  dem and th e specific fulfillment 
of such  contract by the actual delivery of 
cotton  o f th e  basis grade named therein and 
a t th e  price specified for such basis grade 
in  said contract.

(b ) In corpora tion  of conditions in con­
tra c t. Contracts made in  compliance with 
th is  section  shall be known as “Section 4864 
Contracts.” The provisions of this section 
shall be deem ed fu lly  incorporated into any 
such  contract if  there be written or printed 
thereon, or on th e  memorandum evidencing 
th e  sam e, at or prior to  the time the same 
is  signed, th e  phrase “Subject to Internal 
Revenue ' Code, section  4864.”

(c) A p p lica tio n  o f section . Nothing in 
th is  section  shall be so construed as to re­
lieve from  th e  tax  imposed by section 4851(a) 
any contract in  w hich, or in  the settlement 
of or in  respect to . which, any device or 
arrangem ent whatever is resorted to, or any 
agreem ent is made, for the determination 
or adjustm ent o f th e  price of the grade or 
grades tendered other than the basis grade 
specified in  th e  contract by any “fixed differ­
ence” system , or by arbitration, or by any 
other m ethod  n ot provided for by this 
subchapter.,

[Sec. 4864 as originally enacted and in effect 
July 1, 1960]

§ 4 5 .4 8 6 4 -1  Exem ption of tendered 
grade contracts.

F o r regu la tions w ith  respect to the ex­
em ption  of ten d ered  grade contracts, see 
th e  app licable provisions of § 45.4863-1.

§ 4 5 .4 8 6 5  Statutory provisions; specific 
grade contracts.

Se c . 4865. Specific grade contracts—(a) 
C on dition s. No tax  shall be imposed under 
th is  subchapter on  any contract of sale men­
tioned  in  section  4851 (a) if  the contract com­
ply w ith  each o f th e  following conditions.

( 1 ) C o n fo rm ity  w ith  rules and regulations. 
Conform to  th e  rules and regulations made 
pursuant to  th is  subchapter.

(2) Specifica tion  o f grade, price, dates oj 
sale an d  de livery . Specify the grade, type.

- sam ple, or description of the cotton to™“6? 
in  th e  contract, th e  price per pound at wmcn 
such  cotton  is  contracted to be bougnt : 
sold, th e  date o f the purchase or sale, ana 
th e  tim e w hen shipm ent or delivery of sue 
cotton  is  to  be made.

(3) P ro h ib itio n  o f delivery of other m  
specified  grade. Provide that cotton o 
w ith in  th e  grade or of the type, oraccording 
to  th e  sam ple or description, specified iin 
contract shall be delivered thereun > 
th a t no cotton  w hich does not conform 
type, sam ple, or description, or whi
of or w ith in  th e  grade specified in 
tract shall be tendered or delivered

(4) P rovis ion  for specific
Provide th a t the delivery of cotton  und jr*J
contract shall not be effected y .^ 
“set-off” or “ring” settlem ent, biat only 1 ^  
actual transfer o f the specified c 
tioned  in  th e  contract. gn.

(b) Incorpora tion  of conditions 
tra c t. The provisions of subsectio {
(3 ) , and (4) shall be deemed. fiüy  « g P ,  
rated in to  any such contract * 
w ritten  or printed thereon, or on toe 
m en t or m em orandum  evidenc entered
a t or prior to  th e tim e th e S  , Revenue 

words “Subject to internal Be

section
in to, th e  words “Subject 
Code, section  4865.” hl secuv“

(c) A p p lica tio n  of seeil^ pl t0 any 
shaU n o t be construed to apply
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tract of sale made in  com pliance w ith  section  
4863 or 4864.
rgec. 4865 as originally enacted and in  effect 
July 1.1960]

§ 45.4865-1 Exem ption o f  specific  
grade contracts.

For regulations w ith  respect to  th e  ex ­
emption of specific g rade  co n trac ts , see 
the applicable provisions of § 45.4863-1.

§45.4871 Statutory provisions; m ethod  
of payment.

Se c . 4871. M ethod o f p a ym en t. The tax  
Imposed by section 4851 (a) shall be paid  
by rnAaT>g of stamps w hich sha ll be affixed to  
such contracts, or to  th e  mem oranda evi­
dencing the same, and canceled in  com pli­
ance with rules and regulations w hich shall 
be prescribed by the Secretary or h is delegate.

[Sec. 4871 as originally enacted and in  effect 
July 1,1960]

§45.4871-1 Method o f  paym ent.

(a) Stamps. D ocum entary  s tam p s 
issued under the  in te rn a l revenue law s 
shall be used for p aym en t of th e  tax es  
imposed by section 4851(a) a n d  m ay  be 
obtained from (1) d is tric t d irec to rs  a n d  
other duly authorized officials; (2) p o s t ­
masters in all post offices of th e  f irs t an d  
second classes and such  p o st offices of 
the third and fourth  class a s  a re  located  
in county seats; (3) designated  deposi ­
taries of the United S ta te s ; a n d  (4) an y  
person who is duly appoin ted  a n d  ac tin g  
as agent of any S ta te  fo r  th e  sale  of 
stock transfer stam ps of such  S ta te , a n d  
designated by the  S ecre tary  o r h is  dele ­
gate for the purpose.

(b) Affixing stam ps. S tam p s re p re ­
senting the tax due a re  to  be affixed by 
the seller, at the  tim e of signing, to  each  
contract of sale of co tto n  fo r fu tu re  
delivery mentioned in  section  4851, or to  
the memorandum evidencing th e  sam e, 
unless the contract u n d er th e  law  a n d  
regulations is not subject to  tax .

(c) Canceling stam ps. T h e  person  
using or affixing a stam p  sh a ll w rite  or 
stamp thereon with ink th e  in itia ls  of h is  
usme and the date, including  th e  year, 
on which the same shall be a tta c h e d  o r 
used, or shall, by cu tting  a n d  canceling  
Jr. stamps with a m achine o r p u nch , 
™  affix th e  in itia ls  a n d  d a te  
ioresaid, s° deface th e  s tam p  as to  re n -  

uer it unfit for reuse. In  ad d ition  to  th e  
2 ° lng’ stamPs of th e  value of 10 
inoi*L°r more sllal* h ave th re e  p a ra lle l

by som e sh a rp  in s tru -  
S « gti wise th ro u eh  th e  s tam p  a f te r  
umJLt E has been a ttach ed  to  th e  doc ­
e n t .  Provided, T his will n o t be re -
K L Where ^am p s are  canceled  by 

, J b e cancellation  by e ith e r 
as to m5 0f u  no  ̂ so ^ et ace th e  s tam p

S2 £ 2a « l“ S raP̂ * iO M ! C° l,e€-

. an d en fo rcem en t—  
°r his deleft« T.egulation s- The Secretary 
Promulgate8s ^ h 8 aYthorized to  make and 
118 may deemUCn rUles and regulations as 
imposed b v ? h ,f Cel S“ y 00116011 th e  tax  
10 eMorce itS proSv̂ apter and otherwise

tect k e 6pJrao “n<i  Teturns- Further to  e f-  
retaryorhk sul,seotion (a )> th e  Sec-
c°ming within slla11 require a ll persons 

8 within its provisions to  keep such

records and sta tem en ts o f account, and may  
require su ch  persons to  make su ch  returns 
verified under oath  or otherw ise, as w ill 
fu lly  and correctly d isclose a ll transactions 
m entioned  in  section  4851(a), includ ing the  
m aking, execution, settlem ent, and fu lfill ­
m en t thereof; he m ay require a ll persons who 
act in  th e  capacity o f a clearing house, clear­
ing association, or sim ilar in stitu tio n  for 
th e  purpose o f clearing, settlin g , or adjusting  
transactions m entioned  in  section  4851(a) to  
keep such  records and to  m ake such  returns 
as w ill fu lly  and correctly disclose a ll facts 
in  their possession relating to  such  trans ­
actions.

(c) E m p lo ym en t o f  officers a n d  em ployees. 
The Secretary or h is delegate m ay appoint 
officers and em ployees to  conduct th e  inspec ­
t io n  necessary to  co llect said tax and other ­
w ise to  enforoe th is subchapter and all rules 
and regulations made by h im  in  pursuance  
hereof.

[Sec. 4872 as originally enacted and In effect 
July 1, I960]

§ 4 5 .4 8 7 2 —1 Records o f  contracts o f  
sale o f  cotton for future delivery.

All persons w ho m ake c o n tra c ts  of 
sale of co tto n  fo r fu tu re  delivery a t ,  on, 
o r  in  an y  exchange, board  of tra d e , or 
s im ilar in s titu tio n  o r p lace ' of business, 
w h e th e r said  c o n tra c ts  sh a ll be c leared  
a n d  ad ju s ted  th ro u g h  a  c learing  associa ­
tio n , o r d irec t betw een seller a n d  buyer, 
o r otherw ise, sh a ll keep a  reco rd  th ereo f 
show ing:

(a) N am e a n d  address of co n trac tin g  
p erson  keeping  record.

(b) N am e a n d  address of o th e r p a r ty  
to  c o n trac t.

(c) D a te  c o n tra c t w as m ade.
(d) Q u an tity  of c o tto n  involved, In 

bales o r  pounds.
(e) T im e specified in  c o n tra c t fo r 

delivery.
(f) W h e th e r tra n sa c tio n  is a  p u rchase  

o r a  sale.
(g) W h e th e r th e  c o n tra c t is (1) a  co n ­

t r a c t  su b jec t to  section  4863, (2) a  con ­
t r a c t  su b jec t to  section  4864, o r (3) a

c o n tra c t su b jec t to  section  4865, a n d  th e  
basis grade.

(h ) G rade , type, sam ple, or d escrip ­
tio n  of co tton , if  n o t basis grade.

(i) Specified p rice  p e r pound.
(j)  D ate  of delivery o r se ttlem en t.
(k) M ethod  of a c tu a l fu lfillm en t or 

se ttlem en t.
(l) A m ount of ta x  p a id  (or, if  exem pt, 

so s t a t e ) .

§ 4 5 .4 8 7 2 —2 Records to be kept by cot ­
ton  clearing associations.

All persons w ho ac t in  th e  capacity  of 
a  c learing  house o r c learing  association  
fo r th e  purpose of clearing , se ttlin g , or 
a d ju s tin g  tra n sa c tio n s  m en tioned  in  sec ­
tio n  4851(a) sh a ll keep a  reco rd  th e reo f 
show ing:

(a) N am e a n d  address of c learing  
house o r c learing  association  keeping  
record .

(b) N am e a n d  address of person  fo r 
w hom  c o n tra c t is cleared.

(c) D a te  c o n tra c t w as m ade.
(d) Q u a n tity  o f co tto n  involved, in  

bales o r pounds.
(e) T im e specified in  co n tra c t fo r  de ­

livery.
(f) W h e th e r tra n sa c tio n  is a  p u rch ase  

o r a  sale.
(g) W h e th e r th e  c o n tra c t is (1) a  con ­

t r a c t  su b jec t to  sec tion  4863, (2) a  con ­
t r a c t  su b jec t to  section  4864, o r  (3) a  
c o n tra c t su b jec t to  section  4865, a n d  th e  
basis grade.

(h ) G rade, type, sam ple, o r descrip ­
tio n  of co tton , if  n o t basis co n trac t.

Ci) Specified p rice  p e r pound.
(j) D a te  o f delivery o r se ttlem en t.
(k) M ethod  of a c tu a l fu lfillm en t or 

se ttlem en t.

§ 4 5 .4 8 7 2 —3 Form  o f  record.

(a) F orm s prescribed. F o r th e  p u r ­
pose o f u n ifo rm ity  a n d  to  enab le  th e  d is ­
t r ic t  d irec to r to  check  read ily  such  
in fo rm atio n , th e  follow ing fo rm s o f re c ­
o rd  a re  p rescribed  :

R e c o r d  N o . 1— C ontracts subject to  In ternal R evenue Code, section 4863

(Nam e and  address of firm  keeping the  record)
Purchases f o r . . ............................... . . . ¿ . . . ................ ............... ............... .......... ................ .......... delivery

T he following transactions are m ade on the  basis of m iddling and subject to  section’4^"3","ï."R.C ""ûnlëss 
stated:

D ate
P a r ty  or 

firm  from 
whom  
bought

Address
Refer­
ence

num ber 1
B ales2 Price Cus­

tom er 1

Settlem ent
Tax, If 

any
D ate M ethod

O B V E R SE  P A G E

(Nam e and address of firm  keeping th e  record)
Sales f o r . . . ......... .............................. ................................ ....... ............................ ........................................... delivery.

T he  following transactions are m ade on the  basis of m iddling and subject to  section 4863,1.R .C ., unless otherwise 
stated:

D ate
P a r ty  or 
firm  to 
whom  
sold

Address Refer­
ence

n u m b e r1

B a le s2 Price Cus­
tom er 1

Settlem ent
T ax , if 

any
D ate M ethod

i F illing  In of these colum ns optional.
* Transactions can he entered In 100-bale lots to a line; 50 lines to the page; 100 m ay be prin ted  In on each Una If so 

desired.
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R e c o r d  N o . 2—C ontracts subject to In ternal Revenue Code, section 4864

(N am e an d  address of firm  keeping the  record)
Purchases for---------------- ---------------------------------- —------------ -— - - - — — — .del ivery.

T he  following transactions are m ade on th e  basis of grade specified and  subject to  section 4864,1. R . C „ unless o ther ­
wise stated:

D ate
P a r ty  or 
firm  from 

whom 
bought

Address
Refer­
ence

n u m b e r1
B a le s1 Basis

grade
Price Cus- 

to m e r1 ,

Settlem ent *
Tax, If 
any

D ate M ethod

O B V E R S E  P A G E

(Nam e and address of firm  keeping the  records)
Sales for —................... ........ ..................... ................ —________ ____— ........— ___ - .............. .... - ......... delivery.

T he  following'transactions are m ade on the  basis of grade specified and subject to  section 4864,1.R .C ., unless o ther ­
wise stated:

D ate
P a r ty  or 
firm  to 
whom  

sold

Adderss
Refer­
ence

n u m b e r1
Bales » Basis

grade
Price C us ­

tom er 1

Settlem ent *
Tax, if 

any
D ate M ethod

l F illing in  of these colum ns optional.
* Transactions can be entered in 100-bale lots to  a  line; 50 lines to th e  page; 100 m ay be p rin ted  in  on each line if so

desired.
» In  casé of actual delivery, state w hether basis grade or w h at grade is delivered.

R e c o r d  N o . 3—C ontracts subject to  In te rn a l Revenue Code, section 4865

"(N am e' and address of firm  keeping records)

T he  following transactions are m ade on the  basis of grade, type, sample, or description and subject to  section 4865, 
I .R .C ., unless otherw ise stated:

D ate
B ought from—

Bales
cotton

Descrip ­
tion

Price T a m s
Tim e of 

ship- 
m e n to r  
delivery

Delivery
reference

Tax paid 
or u  

exemptN am e Address

O B V E R S E  P A G E

........... -  - - - - —........  . - ....... "(Name and  address of firm  keeping récords)

T he  following transactions are m ade on th e  basis of grade, type, sam ple, o r description and  subject to  section 4865, 
I .R .C ., unless otherw ise stated:

D ate
Sold to—

Bales
cotton

Descrip ­
tion

Price T a m s
Tim e of 

ship- 
m e n to r  
deU vay

Delivery
reference

Tax paid 
or if 

exemptN am e Address

R e c o r d  N o . 4r—Contracts subject to  In te rn a l R evenue Code, section 48631

- -  - .............. ’(N am e and  address of association keeping record)

T h e  following contracts were cleared or adjusted for m em bers of t h e ................... .........— Cotton Exchange under
section 4863,i L R .C j

(b) Use o f prescribed fo rm s. T h e  use 
of R ecord  No. 1 is requ ired  to  give in ­
fo rm a tio n  reg ard in g  a ll c o n tra c ts  m ade 
upon  a n  exchange su b jec t to  section  4863, 
un less otherw ise s ta te d ; th e  use of R ec ­
o rd  No. 2 is requ ired  to  cover c o n trac ts  
su b jec t to  section  4864, unless otherw ise 
s ta te d ; th e  use of R ecord  No. 3 is re ­

qu ired  to  cover c o n tra c ts  su b jec t to  sec ­
tio n  4865, unless o therw ise s ta te d ; an d  
th e  use of R ecord  No. 4 is requ ired  by 
persons w ho a c t in  th e  capacity  of a  
c learing  house o r c learing  association  
fo r th e  purpose of clearing , se ttlin g  o r 
a d ju s tin g  tra n sa c tio n s  m en tioned  in  

•section 4851. R ecord  Nos. 1, 2, a n d  3

sh a ll c o n ta in  50 lines to  a page, unless I 
o therw ise  p e rm itted  by the Commis­
s io n e r; a n d  R ecord  No. 4 shall contain a 1 
sufficient n u m b er of lines on one page 
to  show a ll fa c ts  required to be disclosed 
u n d e r  su b ch ap te r D of chapter 39 of the 
Code a n d  th is  su b p a rt unless otherwise 
p e rm itte d  by th e  Commissioner. Persons 
w ho use such  fo rm s m ay incorporate ad-1 
d itio n a l colum ns w hich would be of use 
to  th em , such  colum ns to be placed in 1 
such  positions as n o t to  interfere with] 
th e  co n tin u ity  of th e  columns and head­
ings prescribed . Such records will not] 
be supplied  by th e  In ternal Revenue] 
Service, b u t m u st be procured elsewhere.]

§ 45.4872—4  Records to be kept in sepa- ] 
rate books and open for inspection.]

(a) Records. All records required by] 
th e  reg u la tio n s in  th is  subpart shall be 
k ep t in  se p a ra te  books, and not mixed] 
w ith  records of o th e r accounts or trans- ] 
actions, a n d  sha ll be open to inspection,] 
w hen  d em and  is m ade therefor by officers ] 
a n d  ag en ts  of th e  Internal Revenue] 
Service. All en tries therein must be in] 
w riting , a n d  th e  books preserved for a ] 
period  of n o t less th a n  three years.

(b) In spection  by agents. Agents] 
duly  ap p o in ted  by the  Commissioner] 
sh a ll have  a u th o r ity  to examine the] 
books a n d  records kept in pursuance to ] 
§§ 45.4872-1 to  45.4872-3, inclusive, and 
m ay  req u ire  th e  production of any other ] 
books, papers, records, or statements of ] 
acco u n t necessary  to  determine any lia-1 
b ility  to  th e  ta x  im posed by section 4851. j

§ 45.4872—5 Return to be made by per- j 
sons dealing in  future contracts.

All persons w ho m ake contracts of sale ] 
of co tto n  fo r fu tu re  delivery at, on, or in j 
an y  exchange, board  of trade, or sim-r 
ila r  in s titu tio n  or place of business,! 
w h e th e r said  co n trac ts  shall be cleared! 
a n d  a d ju s te d  th rough  a clearing associa-J 
tion , o r  d irec t between the seller and j 
buyer, or otherw ise, shall render a re­
tu rn , in  le tte r  form , to the district dl-j 
re c to r fo r  th e  d istric t in which such! 
perso n ’s p rin c ip a l place of business is 
located . T h e  re tu rn  shall cover the I 
period  of one calendar quarter, shan 
filed on  o r before th e  last day of the nr 
ca le n d a r m o n th  following the calendar 
q u a rte r  fo r  w hich it  is made, and sna j 
be verified by a  w ritten  declaration that i 
i t  is  m ade  u n d e r th e  penalties of perjui7' j 
T h e  re tu rn  shall show the nu®be 
c o n tra c ts  b ro ugh t forward from the pr 
ceding  q u a rte r; th e  number °*c * 0f 
b ough t or sold; th e  numbeT of the]
co tto n  involved in  said contract, ^  j 
m o n th  in  w hich said cot^ n{ 
livered; th e  m ethod of se g m e n t of fW 
c o n tra c t—i.e., w hether by_J ^ , g,’<trans. ] 
rec t,” “notice,” “actual delivery,  ̂ 1
fer,” th ro u g h  a cotton-exchang ^  I 
ing  association, if  any, or oth ^  
th e  n u m b er of contracts left open 
end of th e  quarter. ]
§ 45 .4 8 7 2 -6  Returns to be i»ade M

c le a r in g  a sso cia tio n s. 1

All persons who act in  ^ ^ t i o a  
of a  c learing  house, clea” ? gthe purpose ] 
or s im ilar institu tion  f0J . , ing trans-1 
of clearing , settling  or adjusti^^ ^  
ac tio n s m entioned in  section^ 
ren d er, in  respect of such tiansa
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a return, in le tte r fo rm , to  th e  d is tr ic t 
director for the  d is tric t in  w hich  such  
association is located. T h e  re tu rn  sha ll 
cover the period of one ca len d a r q u a r ­
ter, shall be filed on o r before th e  la s t 
day of the first ca len d ar m o n th  fo l ­
lowing the quarter fo r w hich  i t  is m ade, 
and shall be duly verified by th e  p re si ­
dent, vice-president, secre tary , o r tre a s ­
urer of the association by a  w ritte n  
declaration th a t i t  is m ade u n d e r th e  
penalties of perjury. T h e  r e tu rn  sh a ll 
show all facts in  th e  possession of th e  
association relating  to  such  tra n s a c ­
tions, including th e  num ber of co n trac ts  
bought or sold by each  m em ber of th e  
association; the  num ber of bales involved 
in said contracts; th e  m o n th  in  w hich  
said cotton is to be delivered; th e  n u m ­
ber of contracts cleared fo r each  m em ber 
of the association; th e  m ethod  of se ttle ­
ment of said contracts—i.e., w h e th e r by 
“notice,” “set-off,” or by an y  o th e r 
method; also the m onth ly  average clos ­
ing price of cotton fo r each  m o n th  dea lt 
in, named in said re tu rn .

§ 45.4872-7 Persons fa ilin g  to m ake re ­
turn, district director authorized to do 
so.

If any person required to  m ak e  th e  
return under the provision of section  
4872(b) and the regulations in  th is  sub ­
part shall fail or refuse to  m ake said  
return within the  tim e specified, th e n  
the return shall be m ade by th e  d is tr ic t 
director upon inspection of th e  books 
and records of the  person  so requ ired ; 
Provided, That the  m aking  of th e  re tu rn  
by the district director sha ll n o t be  con ­
strued to relieve th e  person  so requ ired  
from any penalty incurred  by reaso n  of 
his failure to make such re tu rn .

§45.4873' Statutory provisions; liability  
of principal for acts o f  agent.

Sac. 4873. Liability of p rin c ip a l for a c ts  of 
«ffent W hen c o n s t r u in g  a n d  e n f o r c in g  t h e  
provisions of th i s  s u b c h a p te r ,  t h e  a c t ,  o m is ­
sion, or fa ilu re  o f a n y  offic ia l, a g e n t ,  o r  o t h e r  
person acting  fo r  o r  e m p lo y e d  b y  a n y  a s s o -  

ation, p a r tn e rsh ip , o r  c o r p o r a t io n  w i t h i n  
™  scope of h is  e m p lo y m e n t  o r  office s h a l l ,  i n  

orf^i?,tSe’.also b e  d e e m e d  t h e  a c t ,  o m is s io n , 
cor^w îf ° f  SUCh a s s o c ia t io n , p a r t n e r s h i p ,  o r  
corporation, as w ell a s  t h a t  o f  t h e  p e r s o n .

J % U M 0] o rig in a lly  e n a c te d  a n d  i n  e f fe c t

§45.4874 Statutory provisions; im m u ­
nity oi witnesses.

®n whSI4̂ mtirifiy  of w itn esses. N o  p e r -  
°®eer wo«*™«*56ls deemed m a te r i a l  b y  t h e  
States K !  *i n g ° n behalf o f t h e  U n i t e d  
slon of ty,ic7  caf e b r o u g h t  u n d e r  a n y  p r o v i -  
testimS™ Ï  ®^b c h a p te r  sha11 w i t h h o ld  h i s  
a“y S a t t o n  c o m P 1ic i ty  b y  h i m  i n
regulation ^  t h i s  s u b c h a p t e r  o r  o f  a n y  

P u r s u a n t  t o  V i s  s u b c h a p -  
who t e s t i f i e s ? e r t ° n  c a l le d  b y  s u c h  officer 
from prose™ «« *UCb c a se  s h a l l  b e  e x e m p t  

testimo^- E la te s f0 r  &ny o ffe n se  t o  w h ic h  h i s

July I^ i9g0^ 0riginally e n a c te d  a n d  i n  e f fe c t  

§ 45.487*5 c .  .

b l*°n of State laws. *>rovi8Îons ? <*«•«-

Paym enTtf ° t  s ta te  laws. T h e
Capter shall w *  im P ° s e d  b y  t h i s  s u b -  
aQy penalty or n n n ? ^ !m p t  a n y  P e r s o n  f r o m  
provided bv t h i >iin iS b m e n t n o w  o r  h e r e a f t e r  
taglnto c 0n w w  °* a n y  S t a t e  f o r  e n t e r -  

o f s a le  o f  c o t t o n  f o r  f u t u r e

delivery, nor shall th e  paym ent o f any tax  
im posed by th is  subchapter he held  to  pro­
h ib it any S tate  or m u nicipality  from  im pos­
ing a tax on  th e  sam e transaction.

[Sec. 4875 as orig inally enacted and in  effect 
July  1, 1960]

§ 4 5 .4 8 7 6  Statutory provisions; reports 
o f  Secretary o f  Agriculture.

Se c . 4876. R ep o rts  o f  S ecre tary  o f  A gri ­
cu ltu re . The Secretary o f A griculture ls  d i ­
rected to  publish  from  tim e to  tim e th e  
resu lts o f investigations made in  pursuance  
of th is  subchapter.

[Sec. 4876 as originally enacted and in  effect 
Ju ly  1,1960]

§ 4 5 .4 8 7 7  Statutory provisions; cross 
references.

Se c . 4877. Cross referen ces. For penalties 
a n d . other general and adm inistrative pro­
v isions applicable to  th is  subchapter, see 
su b title  F.

[Sec. 4877 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .4 8 7 7 —1 ~ Cross references.

(a ) F o r p enalties fo r offenses re la tin g  
to  s tam ps, see § 45.7208.

(b) F o r pen a lties  fo r  u n au th o rized  use 
o r sale  of stam ps, see § 45.7209.

(c) F o r fines fo r  fa ilu re  to  pay , o r a t ­
te m p t to  evade p ay m en t of, ta x  on  co tton  
fu tu res , an d  o th e r v iolations, see § 45.- 
7233.

(d) F o r pen a lties  re la tin g  to  co tton  
fu tu res , see § 45.7263.

..(e) F o r o th e r ad m in is tra tiv e  provi ­
sions re la tin g  to  th e  ta x  im posed on- co t ­
to n  fu tu re s , see S u b p a rt L.

Su b p a r t  J— Si lv e r  Bu l l io n

§ 4 5 .4 8 9 1  Statutory provisions; im posi­
tion  o f  tax.

Se c . 4891. Im p o sitio n  o f  ta x . There shall 
be im posed on all transfers of any in terest in  
silver bullion , if  th e  price for w hich such  
in terest is or is to  be transferred exceeds the  
to ta l of th e  cost th ereof and allowed ex ­
penses, a tax  o f 50 percent o f th e  am ount 
of such excess.

[Sec. 4891 as originally enacted and in  effect 
July  1, 1960]

§ 4 5 .4 8 9 1 —1 im p osition  o f  tax.

(a) T ransfers sub jec t to  ta x . T h e  ta x  
applies to  a ll tran sfe rs , w ith in  th e  scope 
of th e  ta x  as se t fo r th  in  § 45.4896-1, of 
an y  in te re s t in  silver bullion, if  th e  p rice  
fo r w hich such  in te re s t is o r  is to  be 
tra n s fe rre d  exceeds th e  cost th e reo f a n d  
th e  allowed expenses, unless th e  t r a n s ­
fe r  is specifically exem pted. As to  
exem pt tra n s fe rs , see p a ra g ra p h  (c) of 
§ 45.4896-1.

(b) T a x  in  addition  to  o ther taxes. 
T h e  ta x  is in  add itio n  to  a ll o th e r tax es  
u n d e r th e  in te rn a l revenue law s of th e  
U nited  S ta tes.

(c) Forward sales. T h e  ta x  is n o t 
payab le  tw ice on  th e  sam e tra n sa c tio n ; 
t h a t  is, w hen  th e  ta x  is p a id  upon  a n  
ag reem en t to  sell, i t  is  n o t a g a in  payab le  
upon  th e  sale, delivery, o r tra n s fe r  in  
fu lfillm en t thereo f.

(d) S w itch in g  transactions. A t r a n s ­
fe r  of a n  in te re s t in  silver bullion  is ta x ­
able if  a  n e t  p ro fit is realized, even 
th o u g h  th e  tra n s fe ro r  sim ultaneously  
acqu ires a n o th e r  equ ivalen t in te re s t in  
silver bullion  fo r th e  sam e o r a  d ifferen t 
delivery.

§ 4 5 .4 8 9 1 —2 Rate and application o f  tax.

(a) R a te  o f ta x . T h e  ta x  is 50 p ercen t 
of th e  am o u n t by w hich th e  p rice fo r 
w hich  th e  in te re s t in  silver bullion is 
o r is to  be tra n s fe rre d  exceeds th e  to ta l 
of th e  cost th e reo f p lus th e  allowed ex ­
penses. F o r defin ition  of “cost”, see 
p a ra g ra p h  (a) of § 45.4892-1.

(b) Price. T h e  p rice fo r w hich  a n  
in te re s t in  silver bullion  is o r is to  be 
tra n s fe rre d  is th e  a m o u n t of m oney 
a n d /o r  th e  m a rk e t value of an y  p ro p erty  
o th e r th a n  m oney received o r to  be r e ­
ceived by th e  tra n s fe ro r, d irectly  or in ­
d irectly , in  co n sidera tion  of th e  tra n s fe r .

(c) E xam ple. T he  follow ing exam ples 
il lu s tra te  th e  ap p lica tio n  of th is  section:

E xam ple  (J ) . A transferred on  March 10, 
1961, 1,000 ounces of silver to  B, who paid  
$910; on  May 16 B sells 100 ounces to  C, who  
pays $90. There is no tax. B th en  sells 500 
ounces to D  for an article worth $460. The 
tax (if any) on th is  transfer is 50 percent 
of th e  am ount obtained by subtracting from  
th e  sale price ($460, th e  value o f the a r tic le ) , 
th e  sum  of th e  cost ($455), and the allowed  
expenses as to  th e  500 ounces. B th en  con ­
tracts in  Ju ly to  deliver to  E in  Septem ber 
400 ounces for w hich E agrees to  pay $368. 
E assigns for $380 to  F  h is rights to  receive 
th e  silver. T his is  a transfer of an in terest 
in  silver bullion , th e  cost to  th e  transferor 
(E) being $368 and th e  sale price $380. The 
tax on  th is transfer is 50 percent of th e  
am ount by w hich th e sale price to  F ($380), 
exceeds th e  sum  of th e  cost to  E ($368), and  
allowed expenses, if  any. F inally  B delivers 
th e  silver to  F, The tax on th is  transaction  
(m ade up o f th e  agreem ent to  sell to  E and  
th e  delivery to  F) is m easured by the sale 
price ($368) less th e  aggregate o f th e  cost 
($364) and allowed expenses, if  there were 
any.

E xam ple (2) .  R  contracts in  June 1961 
to  deliver to  S  in  Septem ber 1,000 ounces of 
silver a t 92 cents an  ounce, having previously  
secured Q’s agreem ent to  deliver to  h im  (R) 
1,000 ounces in  Septem ber a t 91 cents an  
ounce. In  Septem ber R  assigns to  S the  
contract o f  Q w hich S accepts in  fu lfillm ent 
of R ’s -contract and S pays R $10 and Q 
$910. The assignm ent to  S o f th e  contract 
betw een R and Q is a taxable transfer, and  
the tax is m easured by th e  sale price ($920) 
less th e  cost to  R ($910), and less allowed  
expenses.

§ 4 5 .4 8 9 2  Statutory provisions; d efin i ­
tions.

Se c . 4892. D efin ition s. For ‘th e  purpose 
of th is subchapter—

(1) C ost. The term  “cost” m eans th e  cost 
of th e  in terest in  silver bu llion  to  th e  trans ­
feror, except th at—

(A) In  case of silver bullion  produced from  
m aterials contain ing silver w hich has not  
previously entered in to  Industrial, com m er ­
cial, or m onetary use, th e  cost to  a trans ­
feror w ho is th e  producer shall be deem ed  
to  be th e  m arket price a t th e  tim e of produc­
t ion  determ ined in  accordance w ith  regula ­
tion s issued hereunder;

(B ) In  th e  case o f «an in terest in  silver  
bullion  acquired by th e  transferor otherw ise 
th an  for valuable consideration, th e  cost 
shall be deem ed to  be th e  cost thereof to  th e  
last previous transferor by w hom  i t  was ac ­
quired for a valuable consideration; and

(C) In th e  case o f any in terest in  silver 
bullion  acquired by th e  transferor in  a wash  
sale, th e  cost sh a ll be deem ed to  he th e  cost 
to  h im  of th e  in terest transferred by h im  in  
such  wash sale, b u t w ith  proper adjustm ent, 
in  accordance w ith  regulations under th is  
subchapter, w hen such  Interests are in  silver 
bullion  for delivery a t different tim es.
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(2) T ransfer. The term  "transfer” m eans 
a sale, agreem ent o f sale, agreem ent to  sell, 
m em orandum  of sale or delivery of, or trans ­
fer, w hether m ade by assignm ent in  blank  
or by any delivery, or by any paper or agree ­
m en t or m em orandum  or any other evidence  
of transfer or sale; or m eans to make a trans ­
fer as so defined.

(3) In te re s t in  s ilver  b u llio n . The term  
"interest in  silver bu llion” m eans any t it le  
or cla im  to, or in terest in , any silver bu llion  
or contract therefor.

(4) A llow ed  expen ses. The term  “allowed  
expenses” m eans usual and necessary ex ­
penses actually  incurred in  hold ing, proc­
essing, or transporting th e in terest in  silver  
bullion  as to  w h ich  an in terest is  trans ­
ferred (includ ing storage, insurance, and  
transportation charges b u t n o t including  
in terest, taxes, or charges in  th e  nature of 
overhead), determ ined in  accordance w ith  
regulations issued hereunder.

(5) M em orandum . The term  “m em or­
andum ” m eans a bill, m em orandum , agree ­
m ent, or other evidence o f a transfer.

(6) W ash sale. The term  “wash sa le” 
m eans a transaction  involving th e  transfer 
of an in terest in  silver bu llion  and, w ith in  30 
days before or after such transfer, the  
acquisition  by th e  sam e person of an in ­
terest in  silver bullion . Only so m uch of 
th e  in terest so acquired as does n o t exceed  
th e in terest so transferred, and on ly so  
m uch  of th e  in terest so  transferred as does 
n o t exceed th é  in terest so acquired, shall be 
deem ed to  be included in  th e  wash sale.

(7) S ilver  b u llio n . The term  “silver 
b u llion ” m eans silver w hich has been m elted, 
sm elted, or refined and is in  such  sta te  or 
cond ition  th a t  its  value depends prim arily  
u pon  th e  silver con ten t and not upon its  
form.

[Sec. 4892 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .4 8 9 2 —1 D efin itions.

(a) Cost— (1) In  general. E xcept as 
o therw ise  specifically p rovided  in  th is  
p a ra g ra p h , th e  cost of a n  in te re s t in  
silver bu llion  is th e  am o u n t p a id  or 
ag reed  to  be p a id  th e re fo r  by th e  t r a n s ­
fe ro r  in  m oney a n d /o r  th e  m a rk e t value 
of a n y  p ro p e rty  o th e r th a n  m oney ex ­
ch an g ed  or agreed  to  be exchanged  by 
h im  fo r  such  in te re s t. I n  com puting  
su ch  cost, th e  cost of th e  p a r tic u la r  silver 
bu llion  (or in te re s t th e re in )  tra n s fe r re d  
m u s t be used. W hen  m ore th a n  one lo t 
of silver bu llion  is acqu ired  on th e  sam e 
day , how ever, th e  cost of a ll lo ts  of 1,000 
ounces each , o r less, m ay  be averaged  
a n d  th e  average cost app lied  to  such  
lo ts. In  th e  ev en t t h a t  th e  tra n s fe ro r  
e lects to  ta k e  ad v an tag e  of an y  p rov i ­
sions p e rm ittin g  th e  delivery in  a n  ex ­
em p t tra n s fe r  (see p a ra g ra p h  (c) of 
§ 45.4896-1) of silver bullion  in  su b s ti ­
tu tio n  of o th e r  silver bullion  eligible fo r  
such  delivery, th e  cost of th e  silver b u l ­
lion  fo r w hich  th e  su b s titu tio n  h a s  been 
m ad e  sh a ll be deem ed to  be th e  cost of 
th e  p a r tic u la r  silver bullion  so delivered.

(2) Silver bullion  produced fro m  n a t ­
ura l s ilver-bearing  m ateria ls, etc . W hen  
a  p ro d u cer of silver tra n s fe rs  silver b u l ­
lion  produced  by h im  fro m  m a te ria ls  
co n ta in in g  silver w h ich  h a s  n o t p rio r  to  
th e  tra n s fe r  e n te red  in to  in d u s tr ia l, com ­
m erc ia l, o r m o n e ta ry  use, th e  cost to  h im  
of such  silver bullion  sh a ll be deem ed 
to  be its  m a rk e t p rice  a t  th e  tim e of p ro ­
d u c tio n  (unless th e  p roducer sh a ll have 
elected  o therw ise  u n d e r p a ra g ra p h  (f) 
of § 45.4894-1). T h e  tim e  of p ro d u c tio n  
is th e  tim e  a t  w h ich  th e  la s t u su a l a n d

necessary  process o f  sm elting  o r refin ing  
p r io r  to  tra n s fe r  is com pleted; or in  th e  
ev en t t h a t  silver bullion  is delivered  p u r ­
su a n t to  a  f  o rw ard  c o n tra c t  e n te re d  in to  
a f te r  th e  silver c o n ta in e d  th e re in  w as 
acqu ired  by th e  tra n s fe ro r  b u t  before 
th e  com pletion  of th e  la s t  u su a l a n d  
necessary  process of sm elting  o r refin ing  
th ereo f, th e  tim e  of m ak in g  of such  
co n trac t.

(3) In te re s t acquired by g ift, bequest, 
etc. I f  th e  tra n s fe ro r  acqu ired  th e  in te r ­
est in  silver bullion  otherw ise th a n  for 
valuable considera tion , he  sh a ll use, as 
h is  cost, th e  cost of th e  la s t previous 
tra n s fe ro r  who acqu ired  i t  fo r a  valuable 
consideration .

E xam ple. I f A buys silver bullion  at a cost 
of 90 cents an ounce and gives i t  to B, and B 
dies and bequeaths i t  to  C; who in  tu rn  trans ­
fers i t  to  D for 92 cents an ounce, C’s tax w ill 
be based on th e  excess o f h is  selling price 
(92 cen ts) over th e  to ta l of th e  cost to  A 
(90 cents) p lus allowed expenses.

(4) Forw ard sales: In  th e  case of a  
fo rw ard  sale, a s  defined in  p a ra g ra p h  (k) 
of th is  section, th e  ag reem en t to  sell is 
a  tra n s fe r , b u t th e  cost of th e  in te re s t 
tra n s fe r re d  ca n n o t be finally  de te rm in ed  
u n til th e  c o n tra c t is closed out. I f  th e  
tra n s fe ro r  delivers silver u n d e r th e  con ­
t r a c t , th e  cost to  h im  of th e  silver d e ­
livered sh a ll be used  in  de te rm in in g  th e  
tax ab ility  of th e  ag reem en t an d  th e  
am o u n t of th e  ta x . I n  th e  case of a  
“rin g ” se ttle m e n t of fo rw ard  co n trac ts , 
th e  cost to  th e  tra n s fe ro r  o n  each  co n ­
t r a c t  so se ttled  is deem ed to  be th e  p rice  
h e  agreed  to  pay  as tra n s fe re e  in  h is  
o th e r co n tra c t. O therw ise, (i) w hen  th e  
c o n tra c t is se ttled  w ith o u t delivery of 
silver, upon  a  p a y m en t by th e  tran sfe ree , 
th e  tra n s fe ro r  sh a ll use as h is  cost th e  
p rice  o n  th e  basis of w hich  se ttle m e n t is 
m ade; a n d  (ii) w hen  th e  c o n tra c t is 
se ttled  u p o n  a  p ay m en t by th e  t r a n s ­
fe ro r, th e  c o n tra c t so se ttled  is n o t itse lf 
su b jec t to  tax , b u t th e  se ttle m e n t is a  
tra n s fe r  su b jec t to  ta x  m easu red  by th e  
am o u n t so paid . In  th e  la t te r  case th e  
o rig ina l tra n s fe re e  becom es th e  t r a n s ­
fe ro r of a n  in te re s t in  silver bullion.

(b) T ransfer. T h e  te rm  “t r a n s fe r” 
m ean s an y  sale, ag reem en t of sale, 
ag reem en t to  sell, m em o ran d u m  of sale 
o r delivery of, o r tra n s fe r  of a n  in te re s t 
in  silver bullion  w h e th e r m ade by a s ­
s ig n m en t in  b lan k  o r by an y  delivery, or 
by an y  p a p e r o r ag reem en t or m em o ­
ra n d u m  or a n y  o th e r  evidence of t r a n s ­
fe r  o r sale, o r m eans to  m ake such  
tra n s fe r . F o r reg u la tio n s w ith  resp ec t 
to  th e  types of tra n s fe rs  of in te re s t in  
silver bullion  w hich  a re  su b jec t to  tax , 
see § 45.4896-1.

(c) In te re s t in  silver bullion. T he 
te rm  “in te re s t in  silver bu llion” m eans 
an y  t i t le  o r c laim  to , o r in te re s t in , any  
silver bu llion  o r c o n tra c t th e re fo r.

(d) Allow ed expenses. In  d e te rm in ­
ing  th e  ta x , th e  tra n s fe ro r  m ay  ad d  to  
h is  cost a n y  u su a l a n d  necessary  ex ­
pense, such  as sto rage, in su ran ce , an d  
tra n sp o r ta tio n  charges, ac tu a lly  in c u r ­
re d  in  hold ing , processing  o r tra n s p o r t ­
ing  silver bu llion  w ith  resp ec t to  w hich  
a n  in te re s t is tra n s fe rre d . In te re s t, 
taxes, a n d  ch arges in  th e  n a tu re  of over ­
h e a d  m ay  n o t be included  in  th e  allowed 
expenses. In  th e  case of silver bullion

produced  fro m  m aterials containing 
silver w hich  h a s  n o t previously entered 
in to  in d u s tr ia l, commercial, or mone­
ta ry  use, th e  producer-transferor may 
include in  allowed expenses only ex­
p enses ac tu a lly  incurred  subsequent to j 
th e  la s t u su a l a n d  necessary process of' 
sm elting  or refin ing  of the particular j 
silver bullion  tran sfe rred . If the cost to 
th e  tra n s fe ro r  is deemed to be the cost 
to  a  previous tra n sfe ro r (see paragraph
(a) (3) of th is  sec tion), the allowed ex­
penses m ay  include those incurred with 
resp ec t to  th e  silver bullion or interest 
th e re in  in  question  since the acquisition 
by such  previous transferor. The al­
lowed expenses m ay in  no case be es­
t im a ted , b u t m u st be subject to definite 3 
proof a s  expenses actually incurred.

(e) M em orandum . The term “memo­
ra n d u m ” m eans a  bill, memorandum, I 
agreem en t, o r o th e r evidence of a trans­
fe r  of a n  in te re s t in  silver bullion. (See 
§ 45.4895-5.)

( f ) Silver bullion. Ores, concentrates, 
a n d  th e  like, con tain ing  silver which has j 
n o t been  m elted , sm elted, or refined are 
n o t silver bullion, whatever their silver j 
co n ten t. M ate ria l containing silver j 

w hich  h a s  been  m elted, smelted, or re- j 
fined, a n d  of w hich th e  silver content is j 
n o t less th a n  250 troy ounces of fine j 
silver p e r sh o rt to n  is silver bullion, j 
T hus, b a r  silver o r crystal silver is silver 
bullion; as also, is th e  silver contained | 
in  dore, zinc crust, slimes, lead bullion, i 
b lis te r copper, etc., except that materi- j 

als  co n ta in in g  less th a n  250 troy ounces j 
of fine silver per sh o rt ton are not silver; 
bullion. F ab rica ted  silver (defined in j 
p a ra g ra p h  (g) of th is  section) of which j 
n o t m ore ’ th a n  80 percent of the total 
value is a ttr ib u ta b le  to  the silver con- 
te n t  is n o t  silver bullion. Fabricated j 

silver in  a  fo rm  custom arily sold for in- j 
d u stria l, professional, or artistic use at a j 

s ta te d  p rem ium  per fine troy ounce above 
th e  c u rre n t m a rk e t value of commercial 
b a r  silver, is n o t silver bullion, if the cur* | 
r e n t  m a rk e t prem ium  with respect to j 
such  fab rica ted  silver is 12 cents or more, j 
S crap  silver is silver bullion.

(g) F abricated silver. The torn 
“fab ric a ted  silver” m eans silver wmen 
h a s  in  good fa ith  an d  not for the p * 
pose of evading, or enabling othersi t 
evade th e  tax , been Processed or manu­
fa c tu re d  in to  such a  form that it 
one o r m ore specific and customary j  
d u stria l, professional, or artistic uses.

(h ) Scrap  silver. The term  ̂scrap 
silver” includes silver sweepings, 
fab ric a ted  silver or silver com whicn
no longer h e ld  fo r th e  purpose for whicn
it  w as processed, m anufactur >

CO(i)* 'R esiden t. T he term  “resident’’ j 
includes a  dom estic corporation or P j

“ a ?  P o rt»  to  th e  transfer. ®  « ¡ j  
“p a rty  to  th e  tra n s fe r” 
son w ho by th e  tran sfe r disp' tin0r
acquires any  ownership or i er bullioD 
c laim  to  th e  in terest in  silver
tra n sfe rre d . «forward

(k) Forward sale. The term f ^g- 
sa le” m eans a  so-called °J to sell 
co u n te r c o n tra c t”, « » ’g S g S U K 
silver bullion  fo r spot or fu tenn

(l) S ilver foreign exchange. foreign 
“ s i l v e r  f o r e i g n  e x c h a n g e  m
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exchange the  fluctuations of w hich  fo l ­
low  generally the  fluc tua tions in  th e  p rice  
of silver.
§ 45.4892-2 Expired provisions.

S u b p a r a g ra p h  (c) of p a ra g ra p h  (1) 
an d  p a r a g r a p h  (6) of section  4892, r e la t ­
ing to w a s h  sales, have no  ap p lica tio n  to  
years as to which th e  In te rn a l  R evenue 
Code of 1954 is effective.

§45.4893 Statutory provisions; liab ility  
for tax.

Se c . 4893. L iability for tax . This tax im ­
posed by this subchapter shall be paid by any 
person who makes, signs, issues, or sells any  
of the documents and in strum ents subject to  
the tax imposed by th is subchapter, or for 
whose use or benefit the sam e are made, 
signed, issued, or sold. The U nited States or 
any agency or instrum entality thereof shall 
not be liable for the tax w ith  respect to  an  
Instrument to which it  is  a party, and affixing 
of stamps thereby shall not be deem ed pay ­
ment for the tax, which may be collected by 
assessment from any other party liable  
therefor.

[Sec. 4893 as originally enacted and in  effect 
July 1,1960]

§ 45.4893-1 Liability for  the tax.

(a) In general. Except as provided in  
paragraphs (b) and  (c) of th is  section, 
both parties to a  tra n s fe r  a re  responsible 
for affixing stam ps in  th e  requ ired  
amount in paym ent of th e  ta x  im posed 
by section 4891. S tam ps sh a ll be a f ­
fixed in accordance w ith  th e  provisions 
of § 45.4895-1. In  th e  case of a  tra n s fe r  
upon which the tra n s fe ro r c laim s th a t  
no tax is due, he m ay affix a  s tam p  of 1 
cent in order to subm it th e  sam e fo r 
cancellation. If, a t  any  tim e  before th e  
expiration of the  period of lim ita tion ,, 
tax is found to  be due on a  tra n s fe r  on  
which no tax was paid, o r if  ad d itio n a l 
tax is found to be due on a  tra n s fe r , a s ­
sessment may be m ade ag a in s t e ith e r th e  
transferor or the  tran sfe ree , excep t as 
provided in paragraphs (b) an d  (c) of 
this section.

(b) After cancellation o f star 
when stamps on any m em orandum  l  
been cancelled as provided in  § 45.489 
I™, uansferor and  n o t th e  transfi 
£ 2 / 5  Uable for any  ad d itio n a l 
® d ,lluf1_or for any p en a lty  w ith  
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under th is  subchapter, such  portion o f any  
tax  Imposed by section  4891 as he finds to  
be attributable to  p rofits—

(1) C ourse o f regu lar busin ess. Realized  
in  th e  course of th e  transferor’s regular b u si ­
ness o f furn ish ing silver b u llion  for indus ­
trial, professional, or artistic u se and—

(A) N ot resu lting from  a change in  the  
m arket price o f silver bu llion , or

(B) Offset by contem poraneous losses in ­
curred in  transactions in  in terests in  silver  
buUion determ ined, in  accordance w ith  such  
regulations, to  have been specifically related  
hedging transactions; or

(2) S ilver  fore ign  exchange. Offset by 
contem poraneous losses attributable to  
changes in  th e  m arket price o f silver bu llion  
and incurred in  transactions in  silver foreign  
exchange determ ined, in  accordance w ith  
such regulations, to  have been hedged specif ­
ically  by th e  in terest in  silver bu llion  
transferred.

[Sec. 4894 as originally enacted and in  effect 
July  1,1960]

§ 4 5 .4 8 9 4 —1 A batem ent or refund o f  tax  
attributable to profits realized in- 
course o f  regular business.

(a) T ransferors engaged in  business o f 
fu rn ish in g  silver bullion fo r  industria l, 
professional, or a r tis tic  use— (. 1) G en ­
eral. S ection  4894 provides fo r th e  
a b a te m e n t o r  re fu n d  of so m u ch  of th e  
ta x  im posed by sec tion  489JL as is fo u n d  
by th e  d is tr ic t d irec to r to  be a ttr ib u ta b le  
to  p rofits realized  in  th e  course of th e  
tra n s fe ro r 's  re g u la r  business of fu rn is h ­
ing  silver bullion  fo r  in d u s tr ia l, p ro fe s ­
s ional, o r a r tis tic  use, to  th e  e x te n t th a t  
such  profits (i) do n o t re su lt  from  
ch anges in  th e  m a rk e t p rice  of silver 
bullion  o r (ii) a re  offset by con tem po ­
ran eo u s losses in cu rred  in  tra n sa c tio n s  
in  in te re s ts  in  silver bullion  d e term in ed  
in  accordance  w ith  th e  reg u la tio n s in  
th is  p a r t  to  be specifically re la te d  hed g ­
in g  tran sac tio n s.

(2) R eg istra tio n  requ irem en t. T h e  
ab a te m e n t o r re fu n d  provided  in  sub- 
p a ra g ra p h  (1)| of th is  p a ra g ra p h  is ava il ­
ab le only to  a  tra n s fe ro r  reg u la rly  
engaged in  th e  business of fu rn ish in g  s il ­
ve r bullion  fo r in d u s tr ia l, professional, o r 
a r tis tic  use w ho h a s  o b ta ined  fro m  th e  
d is tr ic t d irec to r a  ce rtificate  of re g is tra ­
t io n  on  F o rm  1A (S ilv e r) , a n d  w ith  r e ­
spect to  tra n sa c tio n s  in  th e  re g u la r  
course of t h a t  business. T h e  d is tr ic t 
d irec to r sh a ll issue such  ce rtifica te  u p o n  
ap p lica tio n  on  F o rm  1 (Silver) if  s a tis ­
fied t h a t  th e  ap p lic a n t is reg u la rly  e n ­
gaged in  th e  business specified. T h e  
provision  fo r a b a te m e n t o r re fu n d  does 
n o t app ly  to  tra n s fe rs  by a  p erson  n o t 
reg iste red  a n d  reg u la rly  engaged  in  th e  
business specified, reg ard less of th e  p u r ­
pose fo r w hich  th e  silver bullion  so t r a n s ­
fe rre d  is to  be used. A b atem en t o r r e ­
fu n d  u n d e r subdivisions (i) a n d  (ii) of 
su b p a ra g ra p h  (1) of th is  p a ra g ra p h  m ay  
be allow ed w ith  resp ec t to  th e  sam e 
tra n s fe r .

(b) Profits n o t resu lting  fro m  change  
in  m a rk e t price. T he  am o u n t of p ro fit 
n o t re su ltin g  from  a  change  in  th e  m a r ­
k e t p rice  of silver bullion  sh a ll be d e ­
te rm in ed  by su b trac tin g  fro m  th e  n e t 
p ro fit t h e , a m o u n t a ttr ib u ta b le  to  a  
ch an g e  in  th e  m a rk e t p rice  of silver b u l ­
lion. F o r purposes of th is  su b p a rt, th e  
te rm  “n e t p ro fit” m eans gross p ro fit less 
th e  allowed expenses. (“Allowed ex ­
penses” a re  deem ed to  be in cu rred  in  th e

course of th e  tra n s fe ro r ’s reg u la r  b usi ­
ness.)

(c) P rofits a ttr ib u ta b le  to  change in  
m a rk e t price. T h e  am o u n t of p ro fit a t ­
tr ib u ta b le  to  a  chan g e  in  th e  m a rk e t 
p rice  of .silver bu llion  m eans th e  rise, if 
any , in  th e  m a rk e t p rice  of a n  in te re s t in  
silver bu llion  equ iva len t to  th e  in te re s t 
tra n s fe rre d , d u rin g  th e  tim e  th e  in te re s t 
w as h e ld  by th e  tra n s fe ro r. T h e  in te re s t 
sh a ll be deem ed to  have  been  h e ld  by th e  
tra n s fe ro r  fro m  th e  d a te  of its  acqu isi ­
t io n  (or of a  p rio r  c o n tra c t fo r  its  a c ­
qu isition) to  th e  d a te  of th e  tax ab le  
tra n s fe r . T h e  m a rk e t p rice  as of each  
such  d a te  sh a ll be deem ed to  be th e  
m a rk e t p rice  on  t h a t  d a te  of a  s im ila r 
in te re s t in  silver bu llion  fo r delivery on  
th e  d a te  specified in  th e  c o n tra c t of 
acqu isition  o r th e  tax ab le  tra n s fe r , as  th e  
case m ay  b e ., I n  a ll cases m a rk e t prices 
sh a ll be* d e term in ed  in  accordance w ith  
th e  p rices in  th e  n e a re s t estab lished  ex ­
chan g e  upon  w hich  in te re s ts  in  silver 
bullion  a re  d ea lt in , a n d  th e  sam e ex ­
ch an g e  sh a ll be used in  d e te rm in in g  
p rice  as of b o th  da tes. I n  th e  absence 
of tra n sa c tio n s  in  a n  estab lished  ex ­
change, th e  m a rk e t q u o ta tio n s pub lished  
in  th e  M in ing  a n d  E ngineering  Jo u rn a l, 
a  tra d e  jo u rn a l pub lished  in  New Y ork 
C ity, m ay  be used in  d e te rm in in g  price. 
I n  th e  case of an y  tra n s fe r  of a n  in ­
te re s t in  silver bullion  in  a  fo rm  o th e r  
th a n  t h a t  in  w hich  i t  is  d ea lt in  upon 
a n  estab lished  exchange th e  m a rk e t 
value sh a ll be de te rm in ed  on  th e  basis of 
th e  silver c o n te n t of such  silver bullion. 
W hen  th e  cost to  a  p ro d u c e r- tran s fe ro r  
is de te rm in ed  u n d e r p a ra g ra p h  (a) (2) 
of § 45.4892-1, th e  tim e  of p roduction  
sh a ll be deem ed to  be th e  d a te  of acqu i ­
s ition  fo r  purposes of th is  section.

(d ) P rofits o ffset by  losses on  hedging  
transactions. Specifically re la te d  h ed g ­
in g  tra n sa c tio n s  a re  tw o or m ore t r a n s ­
ac tio n s en te red  in to  by th e  sam e person, 
a t  lea s t one of w hich  h a s  been  en tered  
in to  by h im  fo r  th e  purpose of offsetting  
in  w hole o r 4 n  p a r t ,  th e  p ro fit o r  loss 
w hich  w ould accrue to  h im  upon  th e  
o th e r tra n sa c tio n  o r tra n sa c tio n s  as a  
d irec t re su lt of an y  change  in  th e  m a rk e t 
p rice  of silver bullion. To th e  e x te n t 
t h a t  a  n e t  p ro fit realized  up o n  one o r  
m ore of a  group of specifically re la te d  
hedging  tra n sa c tio n s , is offset by a  co n ­
tem p oraneous loss up o n  an y  one or 
m ore of th e  o th e r  specifically re la te d  
tran sac tio n s , a  tra n s fe ro r  reg iste red  in  
accordance  w ith  su b p a ra g ra p h  (2) of 
p a ra g ra p h  (a) of th is  sec tion  is en titled  
to  ab a te m e n t o r re fu n d  of th e  ta x  on 
such  pro fit; p rovided  t h a t  th e  tra n s fe rs  
w hich  co n stitu ted  th e  hedge tra n sa c tio n s  
a re  specifically re la te d  to  one o r m ore 
tra n s fe rs  m ade in  th e  course of th e  
tra n s fe ro r’s reg u la r  business of fu rn is h ­
ing  silver bullion  fo r in d u s tria l, p ro fes ­
s ional, o r a r tis tic  use.

(e) W h en  pro fits a nd  losses are con ­
tem poraneous. T h e  req u irem en t th a t  
th e  p ro fit a n d  loss, respectively , upon  
specifically re la ted  hedging  tra n sa c tio n s  
m u st be in cu rred  contem poraneously , 
m ean s th a t  th e  tim e betw een th e  rea liz a ­
t io n  o f th e  p ro fit a n d  th e  loss m u st be as 
b rie f as is reasonab ly  p rac ticab le  u n d e r 
th e  c ircum stances. F o r th e  purpose of 
th is  req u irem en t, a  p ro fit o r loss m ay, in  
a  p ro p e r case, be deem ed to  be in cu rred
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a t  th e  tim e  th e  c o n tra c t is m ade  a l ­
th o u g h  p u rs u a n t to  p a ra g ra p h  (a) (4) of 
§ 45.4892-1 th e  p ro fit m ay  n o t be asce r ­
ta in a b le  o r th e  ta x  payab le  u n til  th e  
c o n tra c t is closed out.

(f) Hedges against sales fro m  neces ­
sary in ven to ry— (1) E lection  in  case o f 
changes in  necessary in ven to ry . I n  th e  
case of tra n s fe rs  of an y  in te re s t in  sil ­
v e r bu llion  m ade in  th e  c o u rse .o f th e  
tra n s fe ro r ’s  re g u la r  business of sm elt ­
ing  o r re fin ing  silver o r of fu rn ish in g  
silver bu llion  fo r  in d u s tr ia l, p rofessional, 
o r  a r tis tic  use, th e  tra n s fe ro r  m ay  elect 
(in  th e  m a n n e r  p rovided  in  su b p a ra ­
g ra p h  (2) of th is  p a ra g ra p h )  to  have:

(1) T h e  cost of th e  in te re s t in  silver 
bu llion  tra n s fe r re d ; a n d

(ii) T h e  am o u n t of con tem poraneous 
losses in c u rre d  in  specifically re la ted  
hedg ing  tra n sa c tio n s  involving acqu i ­
s itions to  be added  to  inven to ry

d e te rm in ed  in  acco rdance  w ith  th is  p a r ­
ag rap h , a n d  su ch  election  sh a ll con ­
s t i tu te  as to  th e  tra n s fe rs  to  w h ich  sub- 
p a ra g ra p h  (4) of th is  p a ra g ra p h  applies 
a  w aiver of an y  a n d  a ll r ig h ts  to  have 
such  cost a n d  th e  a m o u n t of such  losses 
de te rm in ed  in  an y  o th e r m an n er.

(2) M anner o f m a k in g  election— (i) 
In  general. Any person  eligible fo r, an d  
desiring  to  ob ta in , th e  benefits of th is  
p a ra g ra p h , sh a ll file w ith  th e  d is tr ic t 
d irec to r, in  acco rdance  w ith  th e  p rov i ­
s ions of § 45.6091-2, a n  ap p lica tio n  on 
F o rm  6 (S ilver). T h e  d is tr ic t d irec to r 
sha ll, if  sa tisfied  th a t  th e  a p p lican t is 
qualified, th e re u p o n  issue a  certificate  
on  F o rm  7 (Silver) se ttin g  fo r th  th e  f in d ­
ings of th e  d is tr ic t d irec to r as to  th e  
a p p lic a n t’s business, th e  am o u n t of h is  
necessary  inven to ry , a n d  th e  average of 
th e  cost th e reo f d e term in ed  in  acco rd ­
ance  w ith  p a ra g ra p h  (a) of ’§ 45.4892-1, 
a n d  such  certifica te  sh a ll fix, u n til 
am ended  by a  subsequen t certificate , th e  
am o u n t of such  inven to ry  a n d  th e  av e r ­
age cost th e reo f. T h e  ap p lic a n t m ay, 
w ith in  7 days of th e  is s i^ n c e  of such  
certificate , file w ith  th e  d is tr ic t d irec to r 
a n  ag reem en t on  F o rm  8 (S ilver) w hich  
sh a ll c o n s titu te  th e  election  above re ­
fe rre d  to. F a ilu re  to  file th e  ag reem en t 
(F orm  8 (S ilv e r)) in  p ro p er fo rm  w ith in  
th e  req u ired  7 -day  period  (unless th e  
d is tr ic t d irec to r ex tends th e  period) shall 
co n s titu te  a n  election  n o t to  o b ta in  th e  
benefits of t h i s . p a ra g ra p h , w ith o u t 
p re ju d ice  to  th e  r ig h t  to  file ap p lica tion  
a t  an y  tim e  a f te r  30 days.

(ii) M anner o f am end ing  certificate. 
I f  th e  ta x p a y e r a t  an y  tim e  shows to  th e  
sa tis fac tio n  of th e  d is tr ic t d irec to r th a t  
ch anges in  h is  business h ave  caused  a  
ch an g e  in  th e  am o u n t of h is  necessary  
inven tory , h e  m ay  m ak e  ap p lica tio n  for 
th e  issuance of a n  am ended  certificate  
a n d  m ay  specify th e  d a te  as of w hich  
h e  desires th e  am en d m en t to  be effective. 
A n am en d m en t m ad e  u n d e r th e  p rovi ­
sions of th is  subdivision m ay  be re tro ­
ac tive  in  a  p ro p e r case. I f  sa tisfied  th a t  
th e  ta x p a y e r is en title d  to  th e  am en d ­
m en t, th e  d is tr ic t d irec to r sh a ll issue a n  
am ended  certifica te  on  F o rm  7 (S ilver), 
w h ich  sh a ll becom e effective if  th e  ta x ­
p ay er files a  new  ag reem en t on  F o rm  8 
(S ilv e r) . I n  case of a n  increase  of neces ­
sa ry  in v en to ry  th e  cost p e r  ounce of th e  
necessary  in v en to ry  a s  so increased  sh a ll
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be com puted  as th e  w eighted  average of 
th e  cost p e r ounce of th e  necessary  in ­
v en to ry  previously  fixed a n d  th e  cost p e r  . 
ounce of th e  a c tu a l silver added  th e re to . 
I n  case of a  decrease of necessary  in ­
v en to ry  th e  cost p e r  ounce sh a ll n o t be 
affected  thereby .

(iii) E ffec t o f delivery to  U nited  S ta te s  
m in t. I n  case a  tra n s fe ro r  delivers to  
a  U n ited  S ta te s  m in t in  a n  exem pt t r a n s ­
fe r  p u rsu a n t to  an y  Executive o rd er (see 
p a ra g ra p h  (c) of § 45.4896-1) an y  silver 
fo rm ing  a  p a r t  of th e  tra n s fe ro r’s neces ­
sa ry  inven tory , th e  tra n s fe ro r , a f te r  re ­
p lac ing  th e  silver so tra n s fe r re d  by o th e r 
silver n o t req u ired  to  be delivered to  a  
U n ited  S ta te s  m in t, m ay  m ake ap p lica ­
tio n  fo r th e  issuance of a n  am ended  ce r ­
tif ica te  on  F o rm  7 (Silver) in  w hich  th e  
average cost of th e  necessary  inven to ry  
sh a ll be th e  w eighted  average of (a) th e  
cost of silver in  h is  necessary  in v en to ry  
n o t so delivered, a n d  (b) th e  a c tu a l cost 
of th e  silver acqu ired  to  rep lace  silver 
in  h is  necessary  inven to ry  so delivered 
to  a  U n ited  S ta te s  m in t.

(3) D efin itions applicable to  th is  
paragraph. As used in  th is  p a ra g ra p h  
th e  te rm  “necessary  in v en to ry ” m eans 
th e  am o u n t of th e  necessary  inven to ry  
s ta te d  in  th e  certificate  issued u n d e r sub - 
p a ra g ra p h  (2) of th is  p a ra g ra p h ; th e  
te rm  “average cost of th e  necessary  in ­
v en to ry ” m ean s th e  average of th e  cost 
of th e  silver in  th e  necessary  inven to ry  
as s ta te d  in  th e  certificate  issued u n d er 
su b p a ra g ra p h  (2) of th is  p a ra g ra p h ; an d  
th e  te rm  “rep lacem en t silver” m eans sil ­
ver ta k e n  in to  th e  necessary  inven to ry  to  
rep lace  silver tra n s fe rre d  th ere fro m , 
provided  th e  rep lacem en t tak es  p lace 
w ith in  45 days before or a f te r  such  
tra n sfe r .

(4) Special rules applicable to  th is  
paragraph— (i) Basis o f cost. U pon 
every tra n s fe r  by a  tra n s fe ro r  who holds 
a  certifica te  on  F orm  7 (Silver) a n d  h as  
filed a n  ag reem en t on  F o rm  8 (S ilver), 
th e  cost sh a ll be based  up o n  th e  average 
cost of th e  necessary  inven tory , except 
th a t  if rep lacem en t silver to  rep lace  th e  
in te re s t so tra n s fe r re d  is acqu ired  a t  a  
cost less th a n  th e  average cost of th e  
necessary  inven tory , th e  a c tu a l cost of 
such  rep lacem en t silver sh a ll be used as 
th e  cost of th e  in te re s t so tra n sfe rre d .

(ii) D eterm in a tio n  o f tra n sfer . In  
d e te rm in in g  w hich  tra n s fe rs  a re  t r a n s ­
fers fro m  necessary  inven to ry  (so as to  
enab le  th e  tra n s fe ro r  to  claim  th e  benefit 
of an y  offsetting  loss on  rep lacem en t 
silver acqu ired  w ith in  45 days before or 
a f te r  such  t r a n s fe r ) ,  due re g a rd  sha ll 
be given, w henever th e  tra n s fe ro r’s 
a c tu a l inven to ry  exceeds h is  necessary  
inven tory , to  th e  am o u n t of such  excess 
an d  th e  period  of its  con tinuance , in  r e ­
la tio n  to  th e  reasonab le  req u irem en ts  of 
h is  business. T he  b u rd en  sh a ll be upon  
th e  tra n s fe ro r  to  ju s tify  an y  such  excess 
con tinuously  m a in ta in ed  fo r a  period  of 
m ore th a n  45 days.

(5) C om puta tion  o f cost o f replace ­
m e n t silver. T h e  cost of rep lacem en t 
silver sh a ll be th e  ac tu a l p u rch ase  p rice 
p a id  to  th e  vendor, p lus allow ed ex ­
penses, o r in  th e  case of rep lacem en t 
silver ta k e n  fro m  m ines ow ned by th e  
tra n s fe ro r, th e  cost sh a ll be th e  m ark e t 
p rice  of silver a t  th e  tim e  of m ining . 
T h e  loss in cu rred  on rep lacem en t silver

m ay be offset ag a in st any profits result­
ing  fro m  tra n s fe rs  from  necessary in- 
ven tory . S uch  loss shall be determined 
by deducting  fro m  th e  cost of the re­
p lacem en t silver th e  cost, as computed 
u n d e r su b p a rag rap h  (4) of this para- 
g rap h , of th e  in te re s t transferred from 
necessary  inventory . In  lieu of adding 
allowed expenses to  th e  cost of replace­
m en t silver, th e  tran sfe ro r may add to 
th e  cost th e  to ll o r sim ilar charges de­
d uc ted  fro m  a  purchase price, based 
upon  th e  m ark e t, in  w hich case he shall 
n o t be en titled  to  abatem ent attributable 
(u n d er p a ra g ra p h  (b) of this section) 
to  p ro fits  ta k e n  in to  account in such 
charges.

(6) R ules applicable to smelter and 
refiner o f silver. A transferor regularly 
engaged in  th e  business of smelting and 
refin ing  silver, in  determining the 
am o u n t of rep lacem ent silver and the 
tim e of acquisition  thereof, may use 
such  estim ated  figures as are regularly 
em ployed by h im  in  preserving in good 
f a i th  an d  as n early  as m ay be practicable 
a  co n s ta n t inventory . He may use as 
th e  cost of rep lacem en t silver, where the 
cost ca n n o t practicably  be determined 
in  an y  o th e r  m anner, th e  market price 
th e reo f a t  th e  tim e of acquisition; in 
w hich  case no allowed expenses and no 
ab a te m e n t on  account of nonmarket 
p rofits (u n d er p arag rap h  (b) of this 
section) sh a ll be claim ed for any period 
p rio r to  th e  com pletion of the processing 
of such  silver. Any upward revision of 
such  a n  estim ate  of th e  amount of re­
p lacem en t silver acquired, on the basis 
of w hich  th e  tra n s fe ro r’s selling policy 
is correspondingly  revised, shall be 
deem ed a n  acquisition of further re­
p lacem en t silver an d  the amount and 
cost th e reo f sha ll be determined as of 
th e  d a te  of th e  revision; and any such 
dow nw ard revision shall constitute a 
sh o rtag e  of rep lacem ent silver until the 
am oun t, in  fine troy  ounces, of the short­
age h a s  been m ade good. All data upon 
w hich  th e  estim ates and revisions pro­
v ided in  th is  subparagraph are baseü 
sha ll be considered records of the tax­
p ayer w ith in  th e  m eaning of § 45.4895-0.

(7) R ules applicable to foreign corpo­
ra te  subsidiary or affiliate. Silver own 
by a  fo re ign  corporation subsidiary to or 
affiliated w ith  th e  taxpayer may attne 
op tion  of th e  taxpayer (with the written 
consen t of such  foreign corporation »« 
included in  th e  inventory of the tax 
p ayer; in  w hich case all transfers 
such  fo reign  corporation shall be de 
to  be tra n s fe rs  by th e  taxpayer, 
such  sh a ll be taxable to the taxpay. 
a n d  rep lacem en t silver acquired y ^  
fo reign  corporation  shall be me 
rep lacem en t silver acquired by 
payer, b u t tra n sfe rs  as between the cor 
po ra tio n s sh a ll n o t be d e ^ f  t g *  
tra n s fe rs  of in terests  in sflY ^
w ith in  ‘he m e a n W  of 
p a ra g ra p h  (b) of § 45.4892 , , ^
silver so tran sfe rred  shall b jeree 
have  been acquired by the t ^ dera. 
o therw ise th a n  for a  vnluab _ apjj 
tion , w ith in  th e  nieaiung of P tion ^ 
(a ) (3 )  of § 45.4892-1. « ¡ g g *
include a foreign  corporate s i ^ S e n t  
affiliate m ay be revoked by anm stn®  ^  
in  w riting  signed by the  taxpay ^  
such  fo reign  corporation and m
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the district director, in  accordance w ith  
the provisions of § 45.6091-2, a n d  sh a ll 
be effective as of th e  close of th e  ca le n d a r 
month in which i t  is filed. Any silver 
acquired by such fo re ign  co rp o ra tio n  
after the effective d a te  of th e  revocation  
provided in the preceding sen tence sh a ll 
not be deemed to  be rep lacem en t silver. 
If, on the effective da te  of th e  revocation , 
the amount of silver owned by such  fo r ­
eign corporation w hich fo rm ed  a  p a r t  of 
the necesary inventory, does n o t exceed 
the amount so owned by i t  a t  th e  tim e 
of the election to  include such  fo reign  
corporation, transfers by th e  fo re ign  co r ­
poration after such revocation  a re  ta x ­
able only in accordance w ith  §§ 45.4891-1 
and 45.4896-1; and  if i t  does n o t exceed 
the amount so owned by i t  a t  th e  tim e of 
the election to  include th e  fo re ign  co r ­
poration, the nex t succeeding tra n s fe rs  
aggregating the  am oun t of such  excess 
shall be deemed to  be tra n s fe rs  from  th e  
inventory of th e  tax p ay er an d  as such  
shall be taxable to  th e  taxpayer. In  d e ­
termining such am ounts, tra n s fe rs  b e ­
tween the taxpayer a n d  th e  fo reign  
corporate subsidiary o r affiliate, w h e th er 
for spot or future delivery, sh a ll be con ­
sidered as transfers, b u t th e  cost of silver 
so transferred shall be determ ined  in  
accordance w ith p a ra g ra p h  (a) of 
§45.4892-1.

§ 45.4894-2 Abatement or refund o f  tax  
attributable to profits realized in  con ­
nection with transactions in  silver 
foreign exchange.

(a) Hedging transactions in  silver 
foreign exchange— (1) I n  g e n e r a l .  
Claim for abatem ent o r re fu n d  m ay  be 
made of so m uch of th e  ta x  im posed by 
section 4891 as is offset by a  con tem po ­
raneous loss (i) a ttrib u tab le  to  a  change  
in the market price of silver bullion  an d  
(ii) incurred in a  tran sac tio n  in  silver 
foreign exchange specifically hedged by 
me interest in silver bullion tra n sfe rre d . 
See paragraph (1) of § 45.4892-1 fo r d ef ­
inition of silver foreign exchange.

(2) Rules applicable—  (i) W hen  p ro fit 
ana loss are contemporaneous. T h e  r e ­
quirement th a t th e  p rofit upon  th e  
transfer of an  in terest in  silver bullion 
must be contemporaneous w ith  th e  loss 
upon the silver foreign exchange con-
i w p  n?.eans ^ a t  th e  tim e betw een th e  
reahzati°n of the  profit a n d  th e  loss
m m ! 1)6 ^  as is reasonab ly  p ra c ti ­
c e  W t o  the circum stances. 
n when interes t in  silver bullion is 
pxphQ«6, <A |;ransaction  in  silver fo reign  
bv an s ? l em<rd to  have been hedged 
in terp^f r?St 111 sUver bullion w hen such  
liquidation myolve(i in  th e  fu lfillm ent or 
c E  S ?  a  con trac t to  sell o r p u r-  
entered in+r k?llion w hich c o n tra c t w as 
ting in S i ° i for th e  P ^ o s e  of offset-
S ’v S i??01® ? L h i  p a r t* th e  Pro fit ° r  
pereonhrahth !° f ld accrue to  th e  sam e 
eign exphnn«6 tra n saction in  silver fo r-
change l  ? irect re su lt of a n y
^ E x c h a n g e  Pri°e ° f  Silver fo r '

°Perit i S i 0VT ^  transactions in  one 
silver foreien^pv Sf more transactions in  
and two o f S ? ? nge be grouped, 
in silver bniiwT6 transfers of interests 
they c S K i , 11 may be grouped, when
°f a single S iT ? 1 to  have form ed a  p a r t  

gle «edging operation.

(b) Elective procedure in  case o f in ­
terrela ted  hedging  operations— (1) A p ­
p lica tion  o f subparagraph. T he  p rov i ­
sions of th is  su b p a ra g ra p h  sh a ll apply  
to  a  tax p a y e r w ho sh a ll have so elected, 
a s  provided in  th is  p a rag rap h , a n d  who, 
in  th e  reg u la r  ^course of h is  business, 
e n te rs  in to  a  su b s ta n tia l n u m b er of 
tra n sa c tio n s  in  silver fo re ign  exchange 
fo r h is  own accoun t a n d  as a  hedge, 
from  tim e to  tim e, a g a in s t h is  position  
in  such  silver fo reign  exchange buys an d  
sells in te re s t in  silver bullion. T h e  m ak ­
ing  of such  election  sh a ll co n stitu te  an  
ag reem en t to  th e  d e te rm in a tio n  of th e  
ta x  upon  th e  p ro fits  of such  business in  
accordance w ith  th e  provisions of th is  
su b p a ra g ra p h  an d  a  w aiver of an y  claim  
to  h av e  such  ta x  de te rm in ed  in  an y  o th e r  
m an n er. I f  a  ta x p a y e r  engages in  such  
business a n d  also in  o th e r business in ­
volving th e  pu rch ase  a n d  sale of in te r ­
ests in  silver bullion  n o t in c id en t to  h is 
hedg ing  operations, h e  sh a ll be en titled  
to  th e  benefits of th is  p a ra g ra p h  only 
upon  show ing to  th e  sa tis fac tio n  of th e  
d is tr ic t d irec to r t h a t  h is  hedg ing  t r a n s ­
ac tio n s in  in te re s ts  in  silver bullion  a re  
so f a r  segregated  from  h is  o th e r t r a n s ­
ac tio n s in  su ch  in te rests , th a t  a  sep a ra te  
re tu rn  c a n  be m ade w ith  resp ec t to  such  
hedging  tra n sa c tio n s  as h e re in a f te r  p ro ­
vided in  th is  p a ra g ra p h , a n d  th a t  any  
p ro fits  o r tra n sa c tio n s  in  in te re s ts  in  s il ­
ver bullion  n o t a  p a r t  of such  hedging  
tra n sa c tio n s  a n d  n o t in c id en ta l th e re to , 
w ill n o t  be included  in  such  re tu rn , b u t 
w ill be tax ed  u n d e r th e  o th e r  provisions 
of th is  su b p a rt. In  case of su ch  segre ­
g a tio n  th e  tax p ay er, by m ak in g  th e  elec ­
t io n  u n d e r th is  su b p a rag rap h , agrees 
th a t  an y  tra n s fe r  of a n  in te re s t in  silver 
bullion  from  one accoun t to  th e  o th e r 
sh a ll be m ade a t  th e  m a rk e t p rice  fo r  a  
s im ila r in te re s t as of th e  d a te  of such  
tra n sfe r , a n d  sh a ll be tre a te d  as th o u g h  
a  s im ila r in te re s t h a d  been sold in  th e  
open m a rk e t fro m  one acco u n t a n d  a  
s im ila r in te re s t s im ultaneously  p u r ­
chased  in  th e  open m a rk e t fo r th e  o th e r 
account.

(2) M anner o f m a k in g  election. T h e  
election  provided  in  th is  p a ra g ra p h  sh a ll 
be m ade by filing w ith  th e  d is tr ic t d irec ­
to r , in  accordance  w ith  th e  provisions of 
§ 45.6091-2, a n  app lica tio n  on  F o rm  9 
(S ilver). T h e  d is tr ic t d irec to r m ay  r e ­
qu ire  such  fu r th e r  proof, in  th e  fo rm  of 
affidavits o r  otherw ise, a s h e  deem s n ec ­
essary. I f  sa tisfied  th a t  th e  a p p lican t 
is  en titled  to  th e  benefits of th is  s u b ­
p a ra g ra p h  th e  d is tr ic t d irec to r sh a ll is ­
sue to  h im  a  certifica te  on  F orm  10 
(S ilver).

(3) E lection  m a y  be revoked. T h e  
election  b y  th e  tax p a y e r m ay  be revoked 
as of th e  close of an y  ca le n d a r m o n th  
up o n  giving to  th e  d is tr ic t d irec to r issu ­
ing  th e  certificate  on  F o rm  10 (Silver) 
60 d ays’ w ritte n  no tice  of in te n tio n  to  
revoke. T he  ce rtificate  m ay  be revoked 
by th e  d is tr ic t d irec to r upon  w ritten  
no tice  to  th e  tax p a y e r a n d  o p p o rtu n ity  
to  be h eard . Am ong o th e r causes, th e  
certifica te  m ay  be revoked fo r fa ilu re  to  
com ply w ith  th e  reg u la tio n s in  th is  
su b p a rt.

(4) M em orandum  to  be filed in  case o f 
election. U pon an y  tra n s fe r  of a n  in te r ­
e s t in  silver bullion  by a  tax p a y e r h o ld ­
in g  a  ce rtifica te  on  F o rm  10 (S ilver),

w hich  tra n s fe r  co n stitu tes  a  p a r t  of h is  
hedg ing  o p era tions o r tra n sa c tio n s  in c i ­
d e n ta l th e re to , he  sh a ll deliver a  m em o ­
ra n d u m  in  accordance  w ith  § 45.4895-5 
(om itting , how ever, an y  s ta te m e n t of th e  
cost of th e  in te re s t tra n s fe rre d , an d  an y  
co m p u ta tio n  of ta x )  a n d  sh a ll s ta te  
th e reo n , as a  c laim  fo r ab a te m e n t of th e  
en tire  am o u n t of th e  ta x  w hich  would 
o therw ise be payable, th e  fa c t th a t  h e  
holds such  ce rtificate  a n d  th a t  th e  t r a n s ­
fe r  co n stitu tes  a  p a r t  of h is  hedg ing  op ­
e ra tions. No claim  fo r ab a te m e n t on 
F o rm  843 (Silver) need  be a ttach ed . I f  
satisfied  th a t  th e  s ta te m e n ts  a re  tru e , 
th e  d is tr ic t d irec to r sh a ll proceed  in  ac ­
co rdance  w ith  § 45.4895-6. U pon c a n ­
ce lla tion  of a  1 -cen t stam p , if an y  (see 
§ 45.4895-1),. th e  tra n s fe re é  is relieved 
of liab ility  fo r  an y  ta x  subsequently  
found  due, b u t th e  tra n s fe ro r  rem ain s 
liab le fo r  th e  ta x  com puted  as h e re in ­
a f te r  provided.

(5) B urd en  o f p ro o f. T h e  b u rd en  sha ll 
be u p o n  th e  tax p a y e r to  show, w ith  re ­
spect to  an y  tra n s fe r  of a n  in te re s t in  
silver bullion, th a t  th e  tra n s fe r  co n s ti ­
tu te d  a  p a r t  of a  hedg ing  o p era tio n  
a g a in s t tra n sa c tio n s  in  silver fo re ign  ex ­
chan g e  o r co n s titu ted  a  tra n sa c tio n  
p roperly  in c id en ta l th e re to . I n  d e te r ­
m in in g  w h a t tra n sa c tio n s  in  in te re s ts  
in  silver bu llion  a re  hedges a g a in s t t r a n s ­
ac tions in  silver fo re ign  exchange  o r 
tra n sa c tio n s  in c id en ta l th e re to , th e  ta x ­
p ay er sh a ll include only tra n sa c tio n s  
w ith in  th e  follow ing to le ran ces: T h e  ex ­
cess of th e  to ta l long o r sh o r t position  
in  in te re s ts  in  silver bullion  a n d  in  sil ­
ve r fo re ign  exchange over th e  to ta l sh o rt 
o r  long position  sh a ll n o t, fo r  a  period  
of m ore th a n  tw o consecutive business 
days, be consisten tly  g re a te r  th a n  20 
p e rc é n t of th e  lesser to ta l, n o r  fo r  any  
period  of m ore th a n  7 consecutive b u si ­
ness days consisten tly  g re a te r  th a n  5 p e r ­
cen t, n o r  fo r  an y  period  of a  ca le n d a r 
m o n th  consisten tly  g re a te r  th a n  1 p e r ­
cen t. I n  d e te rm in in g  th e  excesses se t 
fo r th  in  th e  p reced ing  sen tence, th e  ta x ­
p ay e r sha ll app ly  to  each  silver fo re ig n  
exchange th e  ra tio  to  silver bu llion  w hich  
is custom arily  app lied  in  hedg ing  o p era ­
tio n s  a g a in s t such  silver fo re ig n  ex ­
change. A tax p a y e r who is un ab le  to  
d e te rm in e  h is  a c tu a l position , by reaso n  
of unavoidab le  delay  in  re p o rtin g  t r a n s ­
ac tio n s by b ra n c h  offices o r agen ts, sha ll 
be deem ed to  com ply w ith  th e  foregoing 
to lerances if  h is  estim ated  position  com ­
plies th e rew ith , based  on  h is  u su a l vol­
um e o f u n rep o rted  tran sac tio n s . To th e  
e x te n t th a t  a  tax p a y e r m ay  fa il to  com ­
ply  w ith  e ith e r of th e  req u irem en ts  of 
th is  su b p a rag rap h , h e  sh a ll n o t be e n ­
t itle d  to  th e  benéfits of th is  su b p a ra ­
g ra p h  or to  ab a te m e n t u n d e r th is  section  
w ith  resp ec t to  tra n s fe rs  of in te re s ts  in  
silver bullion.

(6) M o n th ly  r e tu r n  required. A  ta x ­
p ay er who h a s  been  fu rn ish ed  a  c e rtifi ­
c a te  on  F orm  10 (Silver) e n titlin g  h im  
to  th e  benefits of th is  p a ra g ra p h  sh a ll 
file a  re tu rn  on  F o rm  11 (Silver) fo r  each  
ca len d a r m o n th , includ ing  th e re in  all 
tra n sa c tio n s  in  in te re s ts  in  silver bullion  
d u rin g  th e  m o n th  c o n s titu tin g  r p a r t  of 
h is  hedg ing  o p era tions o r tra n sa c tio n s  
in c id en ta l th e re to . S uch  re tu rn s  sh a ll 
be filed w ith  th e  d is tr ic t d irec to r, in  a c ­
co rdance w ith  th e  provisions of § 45.-
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6091-2, on  or before th e  15th day  of th e  
succeeding ca len d a r m o n th , except th a t  
a  r e tu rn  filed by a  ta x p a y e r’s b ra n c h  
office in  a  fq re ign  co u n try  sh a ll be filed 
on or before th e  15th day  of th e  second 
succeeding m o n th . T h e  to ta l ta x  show n 
on th e  r e tu rn  sh a ll be  p a id  to  th e  d is tr ic t 
d irec to r a t  th e  tim e th e  re tu rn  is filed.

(7) R ecords to  be kep t. T h e  tax p a y e r 
sh a ll keep th e  records requ ired  by 
§ 45.4895-8, a n d  sh a ll also re ta in  an d  
m ake availab le fo r in spection  fo r a  like 
period  of tim e records of a ll tra n sa c tio n s  
in  silver fo re ign  exchange.

(8 ) C onditions fo r --filing  Form  11A  
(S ilver) . A tax p a y e r m ay  t r e a t  a  p a r t  
only of h is  tra n sa c tio n s  in  silver fo reign  
exchange as hedged by h is  tra n sa c tio n s  
in  in te re s ts  in  silver bullion; in  w hich  
event such  p a r t  only of h is  tra n sa c tio n s  
in  silver fo re ign  exchange sh a ll be in ­
c luded in  th e  schedules on F o rm  11A 
(S ilv e r) . T h e  tax p a y e r sh a ll execute a n  
affidavit on  th e  sam e day  on  w hich  any  
in te re s t in  silver bullion  is e ith e r p u r ­
chased  o r sold o r on  th e  succeeding day. 
S uch  affidavit sh a ll re fe r  to  such  p u r ­
chase  or sale, s ta tin g  th a t  i t  is  executed  
on  th e  sam e or succeeding day, a n d  sha ll 
describe th e  tra n sa c tio n s  in  silver b u l ­
lion  th ereb y  hedged w ith  sufficient p re ­
c ision to  avoid th e  possibility  of la te r  
su b stitu tio n . T h e  affidavit sh a ll be a n ­
nexed  to  th e  re tu rn  (F orm  11 (S ilv e r)) 
fo r th e  m o n th  in  w hich  th e  p u rch ase  or 
sale w as m ade.

(9) E xcep tion  on account o f foreign  
b ranch  offices. A ta x p a y e r hav ing  
b ra n c h  offices in  fo re ign  coun tries m ay 
exclude f ro m  h is  r e tu rn  on  F o rm  11 (S il ­
ver) tra n sa c tio n s  in  in te re s ts  in  silver 
bullion  effected by o r fo r th e  accoun t of 
such  b ra n c h  offices: Provided, T h a t  he  
designates th e  b ra n c h  offices co n ce rn ed : 
a n d  Provided, T h a t  th e  accoun ts of each  
such  b ra n c h  office be k ep t en tire ly  sep ­
a ra te :  an d  Provided, T h a t each  tra n s fe r  
of a n  in te re s t in  silver bu llion  by such  
b ra n c h  office e ith e r be rep o rted  by a  sep ­
a ra te  m em orandum  p u rs u a n t to  
§ 45.4895-5, o r be included in  a  r e tu rn  to  
be filed by any  such  b ra n c h  office p u rsu ­
a n t  to  th is  p a ra g ra p h . T h e  tax p ay e r, 
in  desig n a tin g  th e  b ra n c h  offices con ­
cerned , sh a ll specify  w hich  m eth o d  is to  
be followed. Such d esig n atio n  a n d  such  
specification  m ay  be changed  as of th e  
close of an y  m o n th .

(10) C o m puta tion  o f th e  ta x . T h e  ta x  
sh a ll be com puted  as follows:

(i) T h e  cost of a  n e t  long position  or 
th e  p rice  of a  n e t  sh o r t position  in  in te r ­
ests in  silver bullion  as of th e  opening  
of th e  m o n th  sh a ll be th e  to ta l cost or 
th e  to ta l p rice  (less allowed expenses), 
as th e  case m ay  be, of th e  m ost recen t 
p u rch ases  or sa les of in te re s ts  in  silver 
bu llion  ag g regating  in  th e  tro y  ounces 
th e  a m o u n t of such  n e t position. Allowed 
expenses in cu rred  p rio r  to  th e  effective 
d a te  of th e  ta x p a y e r’s election  u n d e r 
th is  p a ra g ra p h , in  connection  w ith  in ­
te re s ts  in  silver bullion  co n s titu tin g  h is  
n e t long position , if any , on  such  effec ­
tive da te , m ay  be added to  th e . cost 
thereo f.

(11) All pu rch ases  of in te re s ts  in  silver 
bullion  du rin g  th e  m o n th  sh a ll be re ­
po rted , to g e th e r w ith  th e  agg regate  cost 
th e re o f ; a n d  th e re  sh a ll be added  th e re to  
th e  n e t long position  a t  th e  opening  of

th e  m o n th , if  any , a t  th e  cost thereo f. 
All t ra n s fe rs  of such  in te re s ts  du rin g  th e  
m o n th  sh a ll be rep o rted , to g e th e r w ith  
th e  ag g reg ate  p rice  received th e re fo r  
(less allowed expenses) ; a n d  th e re  sh a ll 
be added  th e re to  th e  n e t  sh o rt position  
a t  th e  opening  of th e  m o n th , if any , a t  
th e  price thereo f.

(iii) To th e  e x ten t of th e  sm aller of 
th e  tw o aggregates in  subdivision (ii) of 
th is  su b p arag rap h , determ ined  in  fine 
tro y  ounces, all tra n sa c tio n s  sh a ll be 
deem ed to  be tra n sa c tio n s  com pleted 
w ith in  th e  m o n th , a n d  th e  opening  n e t 
position  sh a ll be deem ed to  h ave  been 
liqu ida ted  du rin g  th e  m o n th , a n d  pro fit 
o r loss th e re o n  sh a ll be deem ed to  have 
been realized  du rin g  th e  m onth ; To th e  
e x te n t th a t  one of such  aggregates ex ­
ceeds th e  o ther, such  excess' sh a ll con ­
s ti tu te  th e  n e t  long o r sh o r t position, as 
th e  case m ay  be, a t  th e  close of th e  
m o n th ; a n d  th e  cost o r price th e reo f 
sh a ll be d e term ined  in  accordance  w ith  
subdivision (i) of th is  su b p arag rap h .

(iv) T h e  cost o r p rice  of such  n e t 
closing position  sh a ll be deducted  from  
th e  ag g reg ate  cost o r p rice  specified in  
subdivision (ii) of th is  su b p a ra g ra p h  an d  
th e  b a lance  sh a ll be tre a te d  as th e  cost 
o r price of th e  pu rchases o r sales com ­
p le ted  du rin g  th e  m o n th . A fte r m aking  
such  deduction , th e  excess of th e  ag g re ­
g a te  price, if  any, over th e  aggregate  
cost, is th e  pro fit fo r th e  m o n th  o n  t r a n s ­
ac tions in  in te re s ts  in  silver bullion; an d , 
except as offset by losses in  tra n sa c tio n s  
in  silver fo re ig n  exchange, o r by aggre ­
g a te  n e t losses ca rried  fo rw ard  fro m  p re ­
vious m on ths, a s  h e re in a f te r  provided, 
is su b jec t to  ta x  a t  th e  r a te  of 50 percen t.

(v) A p u rch ase  o r sale fo r fu tu re  de ­
livery sh a ll be included  as a  tra n sa c tio n  
effected in  th e  m o n th  w hen  th e  c o n tra c t 
fo r  such  delivery is m ade. T h e  cost or 
p rice  th e reo f is th e  c o n tra c t price, w ith ­
o u t a d ju s tm e n t fo r an y  difference in  
m a rk e t p rice  betw een sp o t a n d  fu tu re  
silver.

(vi) Allowed expenses sh a ll be re ­
p o rted  fo r th e  m o n th  du rin g  w hich p a y ­
m en ts  a re  ac tu a lly  m ade, a n d  sh a ll be 
deducted  fro m  th e  aggregate  selling 
p rice  fo r t h a t  m on th .

(vii) In  case th e  tax p a y e r h a s  posi ­
tio n s  in  in te re s ts  in  silver bu llion  in  m ore 
th a n  one m a rk e t d u rin g  th e  m o n th , th e  
cost o r p rice  of h is  opening n e t  positions 
m ay  be d e term in ed  separa te ly , a n d  sep a ­
r a te  schedules a tta c h e d  to  th e  r e tu rn  fo r 
th e  tra n sa c tio n s  du rin g  th e  m o n th  in  th e  
various m ark e ts , a n d  th e  n e t  p ro fit o r 
loss on  all such  schedules show n as th e  
n e t p ro fit o r  loss fo r th e  m o n th  on  t r a n s ­
ac tions in  in te re s ts  in  silver bullion.

(viii) T h ere  sh a ll be a tta c h e d  to  th e  
r e tu rn  a  se p a ra te  schedule on  F o rm  11A 
(Silver) fo r each  silver fo re ign  exchange 
(see p a ra g ra p h  (1) of § 45.4892-1 fo r 
defin ition) in  w hich  th e  tax p a y e r h a d  a 
position  a t  an y  tim e d u rin g  th e  m o n th . 
T h e  n e t  p ro fit o r loss, an d  th e  cost or 
p rice  of th e  n e t position  a t  th e  opening 
a n d  a t  th e  close of th e  m o n th  sh a ll be 
com puted  fo r each  such  exchange in  th e  
sam e m a n n e r as in  th e  case of in te re s ts  
in  silver bullion, except th a t  no allowed 
expenses sh a ll be included.

(ix) T h e  ag g reg ate  n e t p ro fit o r loss 
fo r  th e  m o n th  is th e  difference betw een 
th e  to ta l of th e  n e t  p ro fits  a n d  th e  to ta l

of th e  n e t losses shown on the return 
an d  on  th e  annexed  schedules.

(x) An aggregate  n e t loss for the 
m o n th  m ay be carried  forward and ap­
p lied a g a in s t a n  aggregate net profit for 
th e  succeeding m onth , and  any amount 
th e reo f n o t so applied may be applied 
a g a in s t a n  aggregate  n e t profit for the 
second succeeding m onth. No aggregate 
n e t  loss fo r  a  m on th  shall be carried 
fo rw ard  m ore th a n  2 m onths.

(xi) T h e  tax ab le  profit for the month 
is th e  aggregate  n e t profit minus any 
aggregate  n e t loss carried  forward from 
e ith e r o r b o th  of th e  2 preceding months 
in  accordance  w ith  subdivision (x) of 
th is  su b p a rag rap h ; or th e  profit for the 
m o n th  on  tran sac tio n s in  interests in 
silver bullion, w hichever is less.

§ '45.4894—3 Procedure ; abatement of 
tax paid  by stamps on memorandum.

(a) P reparation o f Form 843 (Silver). 
W hen  th e  ta x  on any transfer paid by 
s tam p s affixed to  th e  memorandum re­
qu ired  by § 45.4895-5 is subject to abate­
m e n t o r re fu n d  un d er section 4894 and 
th is  su b p a rt, a  claim  for abatement on 
F o rm  843 (Silver) m ay be prepared in 
dup licate , in  accordance with § 45.4894-7. 
T h e  orig inal o f  th e  claim (Form 843 
(S ilv e r)) sh a ll be a ttached  to the dupli­
c a te  of th e  m em orandum  and filed with 
th e  d is tr ic t d irecto r, in  accordance with 
th e  provisions of § 45.6091-2. The du­
p lica te  sh a ll be a ttach ed  to the stamped 
m em orandum  a n d  th e  procedure out­
lined  in  §§ 45.4895 and  45.4896 shall be 
observed.

(b) M arking  and  stamping memoran­
d u m  in  case o f claim . The memorandum 
sh a ll be m arked  “claim  in abatement 
filed h e rew ith ” and  shall show the 
am o u n t of ta x  abatem ent of which is 
claim ed, s ta m p s  need be affixed only 
fo r th e  ba lance  of the  tax, but if the 
d is tr ic t d irec to r h as  any reason to doubt 
th e  co rrectness of th e  claim for abate­
m en t, he  m ay  refuse  to  cancel the stamps 
u n til  h e  is satisfied of the  correctness of 
th e  cla im  o r u n til th e  necessary addi­
tio n a l s tam p s a re  affixed. The burden 
of p roof is upon  th e  person making the 
cla im  to  estab lish  definitely every fact 
upon  w hich  i t  depends.

§ 4 5 .4 8 9 4 -4  Procedure; abatement of 
tax shown on  return.

When a ll or any  p a rt of the tax shown 
an y  re tu rn  required by the provis 
§ 45.4895-7 is subject to a b a t e m e n t  or 
u n d  u n d e r section 4894 and this sun- 
ft, th e re  m ay be filed with the r 
c la im  fo r abatem ent on Form 
ilver) fo r each such transfer.
•m sh a ll be filed in  duplicate and B 
•m of th e  procedure set forth
5.4894- 3 sha ll be observed. ™ 
loun t of th e  tax  abatem ent ^  
claim ed shall be deducted f
;al ta x  show n on the  return. be 
m t of th e  balance, if 4395-7. 
ade in  accordance with §45.

15 .4894- 5 D isa llo w a n ce  of claim.

If an y  claim  for abatement is ^ _  
owed, in  whole or in  Pa* ’ jd The 
tnal ta x  found due m ust ^ P . "ai tax 
m sferee is n o t liable for a ^  

tra n s fe rs  w ith  respect to
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8 45.4894-6 Claim for refund.

When tax which h a s  been p a id  on any  
transfer is subject to  re fu n d  u n d e r sec ­
tion 4894 and th is  su b p art, a  c la im  fo r 
refund in duplicate, on F o rm  843, m ay  be 
filed by the person who p a id  th e  tax . 
The shall be filed w ith  th e  d is tr ic t 
director who canceled th e  stam ps, o r to  
whom the tax was paid, T h e  claim  m u st 
be filed within 3 years from  th e  d a te  of 
payment of the tax.

8 45.4894-7 Form o f  claim .

Each claim m ust be m ade on  th e  p re ­
scribed form and m u st s ta te  in  d e ta il 
all the facts necessary to  estab lish  its  
correctness. Each claim  m u st co n ta in  
a written declaration th a t  i t  is m ade 
under the penalties of p e rju ry . (See 
§§ 45.6065 and 45.6065-1.)

§45.4895 Statutory provisions; stam ps, 
memorandum, etc.

Sec . 4895. Stam ps— (a) Affixing o f sta m p s. 
On every transfer subject to  th e  tax im posed  
by section 4891, there shall be m ade and  
delivered by the transferor to  th e  trans ­
feree a memorandum to  w hich there shall 
be affixed lawful stamps in  value equal to  the  
tax thereon.

(b) Memorandum. Every such m em o­
randum shall show the date thereof, th e  
names and addresses of the transferor and  
transferee, the Interest in  silver b u llion  to  
which It refers, the price for w hich  such  
Interest is or is to be transferred, and the  
cost, thereof and the allowed expenses.

(c) Cancellation of s ta m p s. Stam ps a f ­
fixed under this section shall be canceled  
(in lieu of the manner provided in  su b title  
F) by such officers and in  such  m anner as 
regulations under this subchapter sha ll pre­
scribe. Such officers shall cancel such  
stamps only if it appears th a t th e  proper 
tax is being paid, and, w hen stam ps w ith  
respect to any transfer are so canceled, the  
transferor and not the transferee shall be 
liable for any additional tax found due or 
penalty with respect to such transfer.

[Sec. 4895 as originally enacted and in  effect 
July 1, i960]

§ 45.4895—1 Affixing o f stam ps.

If a transfer, described in  p a ra g ra p h  
(a) of § 45.4891-1, evidenced by a  m em ­
orandum as described in  § 45.4895-5 or 
f.0.™ on a re tu rn  as provided by 

I * 45.4895—7, is taxable, stam ps in  value 
equal to the am ount of th e  ta x  sh a ll be
mxed to the original of th e  m em o ran -
mn or return before delivery to  th e  

sransferee except as provided in  § 45.- 
ctam,?' ^  no âx is due, a  o n e-cen t 
nhtoi«-may ke affixed for th e  purpose of 
t S S “8,  a c a te n a t io n  fo r th e  p ro - 
affiv?«„°lthe t r ansferee. T he  person  

*e stam ps shall im m ediately  
Perf in  ink on th e  stam ps, or

: the * 2 ?  themf to show h is in itia ls  a n d  
affixedy’ m°n^ ’ and  year on  w hich

§ 45.4895-2 Silver tax stamps issued.

I ^cretarvTv conferred  upon th e
; the fo lln L lhl delegate in  section 6801 
( Prepared- g adhesive stam ps have been

Sta^ P! l  o verprin ted  by 
1 tax”; 1 Wlth the  words “Silver
15 cents, 8 centsCm tS’ 3 . cen ts» 4 cents, 
cents, 4o cents ™ CeiJtSl 20 cen ts* 2{> 
?2, $3 4Ĉ  S0 cents, 80 cents, $1,

*WO,*500%1,000$ ’ $2°' *30' $60’ $60>

§ 4 5 .4 8 9 5 —3 W here stam ps m ay be pur ­
chased and w here requisition  form s 
for  the purchase o f  stam ps m ay be 
obtained.

(a) W here s ta m p s m a y  be purchased. 
S ilver ta x  s tam p s fo r use in  p ay m en t of 
th e  ta x  im posed by section  4891 m ay  be 
p u rch ased  fro m  d is tr ic t d irec to rs of 
in te rn a l revenue.

(b) R equisitions. R equisitions fo r 
th e  p u rch ase  of such  stam p s sh a ll be 
m ade on  F o rm  9 (S ilver). Copies of 
th e  fo rm  m ay  be ob ta ined  from  any  
d is tr ic t d irec to r.

§ 4 5 .4 8 9 5 —4  Use o f  stam ps.

W henever feasible th e  ta x  im posed by 
section  4891 sh a ll be p a id  by th e  use of a  
single s tam p . I f  a  s ta m p  of th e  p roper 
d en o m ination  to  pay  th e  ta x  due on  a  
tra n s fe r  is n o t read ily  available, th e  
sm allest p rac tic a l n u m b er of stam p s 
sh a ll be used. A s tam p  affixed to  a n  
in s tru m e n t can n o t law fully  be rem oved 
th e re fro m  a n d  affixed to  a n o th e r  in s tru ­
m e n t req u irin g  a  s tam p  (see section  
7208 (§ 45.7208), re la tin g  to  p en a ltie s) . 
O rd in ary  postage s tam p s w ill n o t be a c ­
cep ted  fo r th e  p ay m en t of th is  or any  
in te rn a l revenue tax .

§ 4 5 .4 8 9 5 —5 M em orandum  o f  transfer.

(a) D ata to  be supplied  in  m em o ra n ­
dum . O n every tra n s fe r  of a n  in te re s t 
in  silver bullion, w h e th e r o r n o t su b jec t 
to  tax , th e  tra n s fe ro r  shall, excep t as 
provided in  p a ra g ra p h  (c) of th is  sec ­
tio n  a n d  § 45.4895-7, deliver to  th e  
tra n sfe re e  a  m em orandum  on F o rm  2 
(S ilv er), in  dup licate , show ing:

(1) T h e  d a te  of th e  m e m o r a n d um  
a n d  th e  d a te  of th e  tra n s fe r  covered 
thereby .

(2) T he nam e an d  address of th e  
tra n sfe ro r.

(3) T h e  nam e an d  address of th e  
tran sfe ree .

(4) T h e  in te re s t in  silver bullion 
w hich  is o r  is to  be tran sfe rred .

(5) T h e  d a te  a n d  m a n n e r  of acquisi ­
tio n  (or p ro d u c tio n  w hen th a t  is th e  
basic d a te ) .

(6) T h e  price fo r w hich  such  in te re s t 
is o r is to  be tra n sfe rre d .

(7) T h e  cost of such  in te rest. T he  
fa c ts  upon  w hich  th e  cost is based  shall 
be s ta te d  in  detail.

(8) -T he allowed expenses, if any, 
item ized.

(b) Verification. F o r ru les re la tin g  to  
verification  of docum ents generally , see 
§§ 45.6065 a n d  45.6065-rl.

(c) E xceptions. (1) No m em orandum  
of tra n s fe r  is req u ired  w hen  scrap  silver 
is tra n s fe rre d , in  lo ts  n o t exceeding in  
th e  agg regate  300 fine tro y  ounces w ith ­
in  an y  10-day period, to  an y  reg iste red  
jew eler, s ilversm ith , refiner, o r o th e r 
person  reg u la rly  engaged in  th e  business 
of fu rn ish in g  silver fo r  in d u stria l, p ro ­
fessional o r a r tis tic  use.

(2) No m em orandum  of t ra n s fe r  is re ­
qu ired  fro m  a  tra n s fe r  of m a te r ia l w hich  
w as n o t considered  to  be silver bullion  by 
reaso n  of its  processed fo rm  a n d /o r  sil ­
ve r c o n te n t w hen  orig ina lly  p u rchased  
by su ch  tra n s fe ro r  fo r  use, w hen a n d  if  
h e  re tu rn s  such  m a te r ia l in  w hole o r in  
p a r t  to  a n y  reg iste red  d ea le r o r re finer 
reg u la rly  engaged  in  th e  business of f u r ­
n ish in g  silver fo r  in d u s tr ia l, professional,

o r a r tis tic  use, fo r  c re d it o r  fo r  th e  p u r ­
pose o f refin ing  or reprocessing , p rovided  
th e  refin ing  o r reprocessing  ch arg e  is 
equal to  o r  in  excess of th e  rise, if  any, 
in  th e  m a rk e t p rice  of silver bullion  d u r ­
ing  th e  tim e  th e  m a te r ia l w as held , an d  
fu r th e r  provided, th e  m a te r ia l re tu rn e d  
in  acco rdance  w ith  th e  provisions of th is  
su b p a ra g ra p h  is iden tified  as th e  sam e 
m a te r ia l in  w hole o r in  p a r t  as th e  m a te ­
r ia l  orig inally  p u rchased .

(d) D elivery o f m em o ra n d u m  to  th e  
d istr ic t director. (D  E xcep t as provided  
in  su b p a ra g ra p h  (2) of th is  p a ra g ra p h , 
th e  m em orandum , in  d up lica te , sh a ll be 
delivered to  th e  d is tr ic t d irec to r w ith in  
30 days fro m  th e  d a te  of th e  tra n s fe r . 
T h e  30-d ay  period  ru n s  fro m  th e  d a te  on  
w h ich  th e  ag reem en t to  sell is m ade. 
I n  th e  case of a  fo rw ard  sale  th e  m em o ­
ra n d u m  sh a ll be delivered to  th e  d is tr ic t 
d irec to r w ith in  30 days fro m  th e  d a te  of 
delivery of th e  in te re s t in  fu lfillm en t 
th e reo f. I f  a  fo rw ard  c o n tra c t is se ttled  
w ith o u t delivery of th e  in te re s t, th e  
m em o ran d u m  sh a ll be delivered w ith in  
30 d ays fro m  such  se ttlem en t.

(2) I n  th e  case of tra n s fe rs  outside 
of th e  U nited  S ta te s , th e  m em orandum , 
in  dup lica te , to g e th e r w ith  th e  am o u n t 
of th e  ta x , sh a ll be m ailed  w ith in  th e  
app licab le  30-day  period  to  th e  d is tr ic t 
d irec to r, fo r  th e  affixing a n d  can ce lla ­
t io n  of stam ps.

(3) F o r reg u la tio n s re la tin g  to  th e  
p lace  fo r  filing th e  m em orandum , see 
§ 45.6091-2.

§ 4 5 .4 8 9 5 —6 Action o f  district director; 
cancellation  o f  stam ps.

(a) M ethod  o f cancellation. U pon re ­
ce ip t of th e  m em o ran d u m  in  dup licate , 
if  no  s tam p s a re  affixed, th e  d is tr ic t d i ­
re c to r sha ll, if  sa tisfied  t h a t  n o  ta x  is 
due, w rite  o r  s tam p  on  th e  o rig ina l, o r 
p e rfo ra te  it, to  show h is  n am e a n d  th e  
d a te , a n d  r e tu rn  th e  o rig ina l to  th e  p e r ­
so n  fro m  w hom  received. I f  s tam p s a re  
affixed, h e  sha ll, if sa tisfied  t h a t  th e  
s tam p s re p re se n t th e  p ro p e r am o u n t of 
ta x  (or t h a t  no  ta x  is due, in  case th e  
s ta m p  is of th e  value of 1 c e n t ) , cancel 
th e  s tam p s by w ritin g  o r s tam p in g  o n  th e  
s tam p s in  ink , o r  p e rfo ra tin g  th e m , to  
show h is  n am e a n d  th e  d a te , a n d  r e tu rn  
th e  s tam p ed  m em o ran d u m  to  th e  person  
fro m  w hom  received. I n  every case th e  
d is tr ic t d ire c to r sh a ll r e ta in  th e  d u p li ­
ca te , n o tin g  th e re o n  th e  d a te  of rece ip t 
by h im  a n d  th e  am o u n t of s tam ps, if  any , 
affixed to  th e  original.

(b) In ves tig a tio n  prior to  cancellation. 
T h e  d is tr ic t d irec to r m ay , before cancel ­
ling  th e  s tam p s o r  re tu rn in g  a n  u n ­
s tam p ed  o rig inal, in  ad d itio n  to  th e  ex ­
am in a tio n  of th e  m em orandum , m ake 
such  in v estig a tio n  a n d  req u ire  such  in ­
fo rm a tio n  a s  he  deem s necessary  to  
sa tisfy  h im  th a t  th e  m em o ran d u m  is tru e  
a n d  com plete in  every respect an d  th a t  
no  ad d itio n a l ta x  is due.

§ 4 5 .4 8 9 5 —7  Paym ent by producers and 
registered dealers.

In  th e  case of an y  tra n s fe r  (a) by a 
p roducer of a n  in te re s t in  silver bullion  
p roduced by h im  fro m  m a te ria ls  con ­
ta in in g  silver w hich  h a s  n o t previously 
en te red  in to  in d u stria l, com m ercial, o r 
m o n e ta ry  use, o r (b) by a  perso n  reg is ­
te red  in  accordance  w ith  p a ra g ra p h  (a)
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(2) of § 45.4894-1, of a n  in te re s t in  silver 
bu llion  tra n s fe r re d  to  h im  in  th e  reg u la r  
course of h is  business of fu rn ish in g  silver 
fo r in d u s tr ia l, p rofessional, o r  a r tis tic  
use, th e  ta x , if  any, m ay, a t  th e  op tion  
of th e  p a rtie s  to  th e  tra n s fe r , be p a id  by 
th e  affixing of s tam p s to  a  r e tu rn  to  be 
filed w ith  th e  d is tr ic t d irec to r on  or 
before th e  la s t day  of th e  m o n th  follow ­
ing  th e  m o n th  in  w hich  th e  tra n s fe r  is 
com pleted . T h e  re tu rn  sh a ll be m ade in  
dup lica te , on  F o rm  3 (S ilv e r) , a n d  sh a ll 
se t fo r th  a ll th e  fa c ts  en u m era ted  in  
p a ra g ra p h  (a) of § 45.4895-5, w ith  r e ­
spect to  each  such  tra n s fe r  fo r  w hich  no 
m em o ran d u m  in  acco rdance  w ith  
§ 45.4895-5 is delivered to  th e  tran sfe ree , 
except th a t  upon  app lica tio n  a n d  p roper 
show ing to  th e  d is tr ic t d irec to r h e  m ay  
generally , o r  in  ind iv idual cases, as he  
deem s a p p ro p ria te , waive su ch  of th e  
in fo rm a tio n  as h e  d e term ines to  be u n ­
necessary . I f  a b a te m e n t is c la im ed  of 
a ll o r an y  p a r t  of th e  ta x  on  an y  t r a n s ­
fe r, th e  am o u n t so c la im ed  sh a ll be 
specified, a n d  a  claim  fo r. ab a tem en t, 
p re p a re d  in  acco rdance  w ith  p a ra g ra p h  
(i) of § 45.4894-1, sh a ll be a tta c h e d  to  
th e  re tu rn ; T h e  tax p a y e r sh a ll affix to  
th e  re tu rn , in  th e  m a n n e r  specified in  
§§45.4895-1 a n d  45.4895-4, s tam p s in  
value equal to  th e  to ta l  am o u n t of ta x  
show n on  th e  r e tu rn  less th e  to ta l 
am o u n t of th e  c laim s fo r ab a tem en t. I f  
th e  d is tr ic t d irec to r is sa tisfied  th a t  th e  
s tam p s affixed to  th è  r e tu rn  re p re se n t 
th e  p ro p e r a m o u n t of tax , h e  sh a ll cancel 
th e  s tam p s as provided in  § 45.4895-6, 
r e tu rn  th e  o rig ina l a n d  one copy of each  
cla im  fo r a b a te m e n t to  th e  tax p ay e r, an d  
re ta in  th e  du p lica te  a n d  one  copy of 
each  claim . No m em o ran d u m  in  a c ­
co rdance  w ith  § 45.4895-5 is requ ired  fo r 
an y  tra n s fe r  included  in  a  r e tu rn  u n d e r 
th is  section , b u t  th e  tra n s fe re e  rem a in s  
liab le  fo r  an y  ta x  o r a d d itio n a l ta x  
fo u n d  due, u n til  th e  s tam p s on  th e  r e ­
tu r n  a re  canceled. F o r reg u la tio n s r e ­
la tin g  to  th e  p lace fo r filing th e  re tu rn , 
see § 45.6091-2.

§ 4 5 .4 8 9 5 —8  Records.

E ach  p a r ty  to  every tra n s fe r  of a n  in ­
te re s t  in  silver bu llion  w ith in  th e  scope 
of sec tion  4891 sh a ll keep a n  acc u ra te  a n d  
com plete reco rd  of every su ch  tra n s fe r  
w h e th e r ta x a b le  o r  n o t. T h e  reco rd  of a  
tra n s fe re e  sh a ll be so k ep t t h a t  on  a  su b ­
seq u en t tra n s fe r  th e  a c tu a l cost to  h im  
of th e  p a r tic u la r  in te re s t tra n s fe r re d  c an  
be de term ined . S uch  records, a n d  th e  
m em o ran d u m  delivered to  th e  tra n sfe re e , 
sh a ll be re ta in e d  fo r a  period  of a t  le a s t 
3 y ears  fro m  th e  d a te  th e  ta x  becam e 
due, a n d  m u s t be availab le  fo r  in spection  
a t  all tim es by in te rn a l  revenue officers. 
T h e  books of every p erson  liab le  to  th e  
ta x  sh a ll be open  fo r in spection  by G ov- 
e rm en t officers a t  a ll tim es.

§ 4 5 .4 8 9 6  Statutory provisions; applica ­
b ility  o f  tax.

Se c . 4896. A p p lica b ility— (a ) T erritoria l 
e x te n t. The provisions o f th is subchapter  
shall extend to  a ll transfers in  th e  U nited  
S tates o f any in terest in  silver bullion , and  
to  a ll such  transfers outside th e U nited States  
if  either party thereto is a  resident o f th e  
U nited  States or is a c itizen  o f th e  U nited  
S tates w ho has been a resident thereof w ith in  
3 m onths before th e  date o f th e  transfer or

if such  silver b u llion  or in terest therein  is  
situated  in  th e  U nited  States.

(b ) T ran sfers to  th e  U n ited  S ta te s  G ov ­
e rn m en t. The provisions o f th is  subchapter  
sh a ll extend to  transfers to  th e  U nited  States  
Governm ent (th e  tax in  such  cases to  be pay ­
able by th e transferor) , bu t shall n o t extend  
to  transfers of silver b u llion  by deposit or 
delivery a t a U nited  States m in t under  
proclam ation by th e  P resident or in  com pli­
ance w ith  any E xecutive order issued pur ­
su an t to  section  7 of the Silver Purchase Act 
of 1934 (48 Stat. 1179; 31 U.S.C. 316a).

[Sec. 4896 as originally enacted and in  effect 
July  1,1960]

§ 4 5 .4 8 9 6 —1 A pplicability o f  tax.

(a) T erritorial e x te n t.  T h e  ta x  im ­
posed by sec tion  4891 applies (1) to  every 
tra n s fe r  in  th e  U n ited  S ta te s  of an y  in ­
te re s t in  silver bullion, a n d  (2) to  every 
tra n s fe rxoutside th e  U n ited  S ta te s  of an y  
such  in te re s t (1) if e ith e r p a r ty  th e re to  
is a  re s id e n t of th e  U nited  S ta tes , o r (ii) 
if  e ith e r p a r ty  to  th e  tra n s fe r  is a  c i t i ­
zen  of th e  U n ited  S ta te s  w ho h a s  been 
a  re s id e n t of th e  U n ited  S ta te s  a t  an y  
tim e  d u rin g  th e  3 m o n th s im m ediately  
preced ing  th e  d a te  of th e  tra n s fe r , or 
(iii) if  th e  silver bullion  o r in te re s t 
th e re in  w hich  is tra n s fe r re d  is s itu a te d  
in  th e  U n ited  S ta te s  a t  th e  tim e th e  
tra n s fe r  is m ad e  o r agreed  to  be m ade.

(b) T ra n sfers  to  th e  U nited  S ta te s  
G overnm en t. T ra n sfe rs  of silver bullion  
o r an y  in te re s t th e re in  to  th e  U n ited  
S ta te s  G overnm en t a re  ta x ab le  except 
as provided  in  p a ra g ra p h  (c) of th is  
section. I n  case o f tra n s fe rs  to  th e  
U n ited  S ta te s  G overnm en t th e  ta x  is 
payab le  by th e  tra n s fe ro r.

(c) E x e m p t tra n sfers . T h e  ta x  does 
n o t apply  to  tra n s fe rs  of silver bullion  
by deposit o r  delivery a t  a  U n ited  S ta te s  
m in t (1) in  com pliance w ith  a n y  E xecu ­
tiv e  o rder issued p u rsu a n t to  sec tion  7 
of th e  S ilver P u rch ase  A ct o f 1934 (48 
S ta t. 1179; 31 U.S.C. 3 1 6 (a )) , o r  (2) to  
tra n s fe rs  by th e  U nited  S ta te s  G overn ­
m en t.

§ 4 5 .4 8 9 7  Statutory provisions; cross 
references.

S e c . 4897. Cross references. For penalties  
and other general and  adm inistrative pro ­
vis ions applicable to  th is  subchapter, see 
su b title  F.

[Sec. 4897 as originally enacted and in  effect 
July  1, 1960]

§ 4 5 .4 8 9 7 —1 Cross references.

(a) F o r p en a ltie s  fo r  offenses re la tin g  
tc  s tam ps, see § 45.7208.

(b) F o r p en a lty  fo r  u n au th o rized  use 
o r sale  of s tam ps, see § 45.7209.

(c) F o r p en a lties  fo r  o th e r  offenses r e ­
la tin g  to  s tam ps, see § 45.7271.

(d) F o r p en a lty  fo r  fa ilu re  to  reg is te r 
as req u ired  by p a ra g ra p h  (a) (2) of 
§ 45.4894-1, see § 45.7272.

(e) F o r o th e r  a d m in is tra tiv e  p rov i ­
sions re la tin g  to  th e  ta x  im posed by sec ­
tio n  4891, see S u b p a rt L  of th is  p a r t.

Su b p a r t  K — G e n e r a l  P r o v i si o n s R e ­

l a t i n g  t o  O c c u p a t i o n a l  T a x e s

§ 4 5 .4 9 0 1  Statutory provisions; paym ent 
o f  tax.

S e c . 4901. P a ym en t o f ta x — (a) C o n d itio n  
p re ced en t to  carry in g  on  cer ta in  business. 
No person sh a ll be engaged in  or carry on  
any trade or business subject to  th e  tax

im posed by section  * * * 4461(2) [4461(a) 
(2 )]  (coin-operated gaming devices), * • • 
u n til he has paid  th e  special tax therefor

(b) C o m p u ta tio n . All special taxes shall 
be im posed as o f on  th e  first day of July in 
each year, or on  comm encing any trade or 
business on  w hich such tax is imposed, in ■ 
th e  form er case th e  tax shall be reckoned 
for 1 year, and in  th e  latter case it shall be 
reckoned proportionately, from the first day 
o f th e  m onth  in  which the liability to a 
special tax comm enced, to  and including the 
30th day of June following.

(c) H ow paid— (1) Stam p. All special 
taxes im posed by law  shall be paid by stamps 
denoting  th e  tax.

(2) A ssessm en t. For authority of the I 
Secretary or h is delegate to make assessments i 
where th e  special taxes have not been duly '■ 
paid  by stam p at th e  tim e and in the man- i  
ner provided by law, see subtitle P.

[Sec. 4901 as originally enacted and in ef­
fect July  1, 1960]

§ 4 5 .4 9 0 1 -1  Paym ent o f  special tax.

(a) C ondition  precedent to carrying \ 
on  certa in  business. No person shall 
m a in ta in  fo r use or perm it the use 
of, on  an y  place o r premises occupied | 
by h im , a  coin-operated  amusement 
o r gam ing  device defined in section 
4462(a)(2) (see paragraphs (b) and
(c) of § 45.4462-1) un til he has filed a 
re tu rn  on  F o rm  11-B and paid the special 
ta x  im posed by section 4461(a)(2). For 
o th e r  req u irem en ts  relating to special 
tax es  im posed by sections 4461, 4471, 
4821, a n d  4841, see §§ 45.7011 and 
45.7011-1.

(b) C om puta tion  o f special tax. Ihe 
ta x  y ea r begins Ju ly  1, and ends June 30 
of th e  following calendar year. Per­
sons com m encing business between Au­
g u st 1 a n d  Ju n e  30 (both dates inclusive) 
sh a ll p a y  a  proportionate part of the 
a n n u a l ta x . T h e  te rm  “commencing

* business” in  th e  case of a  coin-operated 
am u sem en t a n d  gam ing device means 
th e  in itia l m ain tenance  for use on the 
ta x p a y e r’s prem ises of such a device. 
P ersons in  business for only a portion 
of a  m o n th  a re  liable for tax for the 
fu ll m o n th , i.e., a  person first becoming i 
su b jec t to  a  special tax  oh, for example, j 
th e  25 th  day  of a  m onth, is liable for 
ta x  fo r  th e  e n tire  m onth. If the busi­
n ess is d iscontinued prior to the end oi 
th e  tax ab le  year, th e  liability is not 
th e reb y  reduced.

(c) T a x  p a ym en t evidenced oy a sye- 
cial ta x  s tam p . (1) Upon receipt of® 
r e tu rn  on  F orm  11 or Form 11-B, to­
g e th e r w ith  rem ittance  of the m  
am o u n t of ta x  due, th e  district direc 
w ill issue a  special tax  stamp, or stamp»' 
as evidence of paym ent of the sp

a?2) D istric t directors w i l l  distinctly 
w rite  o r  p r in t  on  th e  stamp befor 
delivered or m ailed  to  the taxpay _  
follow ing in fo rm ation : (i) toe taxpay 
e r ’s reg iste red  nam e, (ii) the bu 
ad d ress of th e  taxpayer, and (m> s 
o th e r  in fo rm atio n  as is called 
th e  form . Special tax  stamps ^
tra n sm itte d  by ordinary ®al1, itte(j]jy 
is requested  th a t  they  be transmitted w 
reg is te red  o r certified mail in ^  
th e  ad d itio n a l cost to  cover f 
re m itte d  w ith  th e  return . - C0]]ec-

(3) D istric t directors and their ^  
tio n  officers are  forbidden to
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ceipts in lieu of stam p s rep resen tin g  th e  
payment o f special taxes.

(d) Cross references. F o r provisions 
relating to Form  11 o r F o rm  11-B, see 
§45.6001-11 (re la tin g  to  re tu rn s ) ,  
§45.6071-2 (re la ting  to  tim e  fo r filing 
returns), § 45.6091-1 (re la tin g  to  place 
for fUng re tu rn s ) , a n d  p a ra g ra p h  (g) 
of § 45.6151-1 (re la ting  to  tim e  a n d  place 
for paying tax  show n on r e tu r n s ) .

§ 45.4902 Statutory p rovisions; liability  
of partners.

Se c . 4902. L iability  o f pa rtn ers . Any num ­
ber oi persons doing business In copartner ­
ship at any one place shall be required to  
pay but one special tax.

[Sec. 4902 as originally enacted and in  effect 
July 1,1960]

§ 45.4902-1 Partnership liability .

Any number of persons doing business 
in copartnership sh a ll be requ ired  to  
pay but one special tax . T h e  d is tr ic t 
director may issue a special ta x  s tam p  to  
a copartnership in  a  firm  o r tra d e  nam e, 
provided the nam es an d  addresses of a ll 
members of the  p a rtn e rsh ip  a re  disclosed 
on Form 11 or Form  11-B.

§ 45.4903 Statutory p rovisions; liab ility  
in case o f business in  m ore than one  
location.

ness m u st be pa id . B u t a s  to  m a n u fa c ­
tu re rs  see section  4903 a n d  th e  reg u la ­
tio n s  th e re u n d e r. (See also §§ 45.4821-2 
a n d  45.4841-2.)

§ 4 5 .4 9 0 5  Statutory provisions; liab ility  
in  case o f  death or change o f  loca ­
tion .

S e c . 4905. L ia b ility  in  case o f  d ea th  or  
change o f  lo ca tio n  —  (a) R eq u irem en ts . 
W hen any person who has paid th e  special 
tax  for any trade or business dies, h is w ife  
or child, or executors or adm inistrators or 
other legal representatives, m ay occupy th e  
house or prem ises, and in  like m anner carry 
on, for th e  residue of th e  term  for w hich  th e  
tax  is paid, th e  sam e trade or business as th e  
deceased before carried on, in  th e  sam e house  
and upon th e  sam e prem ises, w ith ou t th e  
paym ent of any additional tax. W hen any 
person rem oves from  th e  house or prem ises 
for w hich  any trade or business was taxed  
to  any other place, he may carry on  th e  trade 
or business specified in  th e  register k ept in  
th e  office of th e official in  charge of th e  
in ternal revenue . d istrict a t th e  place to  
w hich he removes, w ith ou t th e  paym ent of 
any additional tax: P rovided , T h at a ll cases 
of death, change, or rem oval, as aforesaid, 
w ith  th e  nam e o f th e  successor to  any  
person deceased, or o f th e  person m aking  
such  change or removal, shall be registered  
w ith  th e  Secretary or h is delegate, under 
regulations to  be prescribed by th e  Secretary 
or h is  delegate.

(c) C hanges in  firm . W hen  one or 
m ore m em bers of a  firm  o r p a r tn e rsh ip  
w ithd raw , th e  business m ay  be co n tin u ed  
by th e  rem a in in g  p a r tn e r  o r  p a r tn e rs  
u n d e r  th e  sam e special ta x  s tam p  fo r  th e  
re m a in d e r of th e  period  fo r w h ich  th e  
s tam p  w as issued to  th e  firm  o r p a r tn e r ­
sh ip . T h e  change , how ever, sh a ll be 
reg iste red  in  th e  sam e m a n n e r  as r e ­
qu ired  in  p a ra g ra p h  (a ) of th is  section. 
I f  new  p a r tn e rs  a re  ta k e n  in to  a  firm , 
th e  new  firm  so co n s titu te d  m ay  n o t 
ca rry  on  business u n d e r th e  special ta x  
s tam p  of th e  old  firm . T h e  new  firm  
sh a ll m ak e  a  r e tu rn  o n  F o rm  11 o r F o rm  
11-B, w hichever is applicable, a n d  pay  
th e  special ta x  im posed by th e  app licab le  
section  (sections 4461, 4471, 4821 o r 4841, 
as th e  case m ay  be) reckoned  fro m  th e  
f irs t day  of th e  m o n th  in  w h ich  i t  be ­
g an  business, even th o u g h  th e  n am e  o f 
such  firm  be th e  sam e a s  t h a t  o f th e  old. 
I f  th e  m em bers of a  p a rtn e rsh ip , w hich  
h a s  p a id  th e  special tax , fo rm  a  co rp o ra ­
tio n  to  co n tin u e  th e  business, a  new  
special ta x  s tam p  m u s t be o b ta in ed  in  
th e  n am e  of th e  co rpo ra tion .

(d) C hange in  corporation. I f  a  co r ­
p o ra tio n  ch anges its  nam e, no  a d d itio n a l 
ta x  is due, provided  th e  ch an g e  in  n a m e  
is reg iste red  w ith  th e  d is tr ic t d irec to r in  
th e  m a n n e r requ ired  by p a ra g ra p h  (a) 
of th is  section. A n increase  in  th e  c ap i ­
ta l  stock  of a  co rp o ra tio n  does n o t c re a te  
a  new  special ta x  liab ility  if  th e  law s of 
th e  S ta te  u n d e r  w h ich  i t  is  in co rp o ra ted  
p e rm it su ch  in crease  w ith o u t th e  fo rm a ­
t io n  of a  new  co rpora tion . A s tockholder 
in  a  co rpo ra tion , w ho a f te r  i ts  d isso lu ­
tio n  con tinues th e  business, in cu rs  li ­
ab ility  fo r  th e  special ta x  un less h e  a l ­
read y  h a s  a  special ta x  s ta m p  ob ta ined  
in  resp ec t of ac tiv ities conducted  as a  
sole p ro p rie to r.

§ 4 5 .4 9 0 5 —2 Change o f  address.

(a) Procedure b y  taxpayer. W henever 
a  ta x p a y e r changes h is  business address 
to  a  lo ca tion  o th e r  th a n  t h a t  specified 
in  h is  la s t re tu rn  o n  F o rm  11 o r F o rm  
11-B, h e  shall, w ith in  30 days a f te r  th e  
d a te  of such  change , reg is te r  th e  chan g e  
w ith  th e  d is tr ic t d irec to r fro m  w hom  th e  
special ta x  s tam p  w as p u rch ased  by filing 
a  new  re tu rn , F o rm  11 o r F o rm  11-B, 
d esignated  “ S u p p lem en ta l R e tu rn ”, an d  
se ttin g  fo r th  th e  new  address a n d  th e  
d a te  of change. T h e  ta x p a y e r’s special 
ta x  s tam p  sh a ll accom pany  th e  supple ­
m e n ta l r e tu rn  fo r p ro p er n o ta tio n  by th e  
d is tr ic t d irec to r. As to  liab ility  in  case 
of fa ilu re  to  reg is te r a  change  of address 
w ith in  30 days, see § 45.4905-3.

(b) Procedure by d is tr ic t d irector—
(1) R em o va l w ith in  d istric t. W hen 
re g is tra tio n  o f a  chan g e  of add ress w ith ­
in  th e  sam e d is tr ic t is m ad e  by a  ta x ­
p ay er in  th e  m a n n e r  specified in  p a r a ­
g ra p h  (a) of th is  section, th e  d is tr ic t 
d irecto r, if  necessary, w ill e n te r  on  h is  
records th e  new  address a n d  th e  d a te  
of change. I f  th e  in fo rm a tio n  disclosed 
on  th e  supp lem en ta l re tu rn  is  such  as 
to  req u ire  a  ch an g e  o n  th e  face  of th e  
special ta x  stam p , th e  d is tr ic t d irec to r 
w ill m ak e  th e  necessary  change  a n d  re ­
tu r n  th e  s tam p  to  th e  ta x p a y e r fo r  
posting  as provided in  § 45.6806.

(2) R em ova l to  a n o th er d istric t. In  
case  o f rem oval of th e  ta x p a y e r’s place

Sec. 4903. L iability  in  case o f bu sin ess in  
more than one location. The paym ent o f the  
special tax imposed * * * shall n o t exem pt 
from an additional special tax th e  person  
carrying on a trade or business in  any other  
place than that stated in  the register kept 
in the office of the official in  charge of the  
internal revenue district; b u t noth ing  herein  
contained shall require a special tax for the  
storage of goods, wares, or m erchandise in  
other places than the place of business, nor, 
except as provided in  th is subtitle , for the  
sale by manufacturers or producers of their  
own goods, wares, and merchandise, a t  the  
place of production or m anufacture, and a t 
their principal office or place o f business, pro­
vided no goods, wares, or m erchandise shall 
be kept except as sam ples a t said office or 
place of business.

[Sec. 4903 as originally enacted and in  effect 
July 1, i960]

§ 45.4903—1 Each place taxable.

Special tax shall be p aid  fo r each  place 
oi business, except th a t  a  m a n u fa c tu re r  
who pays special tax  fo r th e  p lace of p ro - 
««« i v w ithout in cu rrin g  ad d i- 

al liability, sell p roducts of h is  own 
manufacture a t h is p rinc ipa l office or 
.i.v e S  business, provided no products 
other than samples a re  kep t there .

§ 45.4904 Statutory provisions; liab ility  
ln case ° f  different businesses o f  
same ownership and location.

businpiteo*^ Liability  in  case o f  d ifferen t 
Whenever sa™e ow nersh ip  a n d  loca tion . 
o c c u p a t io n  th,an one of th e  Pursuits or 
carrlS on l  crlbed in  th is su b title  are 
son at the same Place by th e sam e per- 
Provlded tlm e’ excePt aa otherw ise
PaW f o i S h  ? iS S"b title- the ^ a l l  be 
Prescribed accordlnS to the rates severally

July la°96o  ̂ °riginally ena°ted and in  effect

 ̂ ®ach business taxable.

is conducted b i1« ?  °ne tax ab le  business 
same a E « y th ® sam e Person  a t  th e  

a<Wress> f e c ia l  ta x  fo r each  busi-

(b) R eg istra tio n . (1) For registration in  
case o f * * *, playing cards, * * *, and  
w hite phosphorus m atches, see sections * * * 
4455 * * *, and 4804(d ), respectively.

(2) For other provisions relating to regis ­
tration, see su b title  F.

[Sec. 4905 as originally enacted and in  effect 
July  1, 1960]

§ 4 5 .4 9 0 5 —1 Change o f  ownership.

(a) C hanges th ro u g h  dea th . W hen ­
ever a n y  p erson  w ho h a s  p a id  th e  special 
ta x  im posed by sec tion  4461, 4471, 4821 
o r 4841 dies, th e  surv iv ing  spouse o r child , 
o r execu tor o r a d m in is tra to r, o r o th e r 
legal rep resen ta tiv e , m ay  c a rry  on  such 
business fo r  th e  re m a in d e r of th e  te rm  
fo r  w hich  such  special ta x  h a s  been  p a id  
w ith o u t an y  ad d itio n a l p aym en t, sub jec t 
to  th e  conditions h e re in a f te r  se t fo rth . 
I f  th e  surv iv ing  spouse o r ch ild , or 
execu to r o r ad m in is tra to r, o r o th e r  legal 
rep resen ta tiv e  of th e  deceased tax p a y e r 
con tinues th e  business, such  p erson  sha ll 
w ith in  30 days a f te r  th e  d a te  of th e  d e a th  
of th e  tax p a y e r execute a  r e tu rn  o n  F orm  
11 o r F o rm  11-B, w hichever is applicable. 
S uch  re tu rn  sh a ll show th e  n am e of th e  
deceased tax p ay er, to g e th e r w ith  a ll 
o th e r  in fo rm a tio n  requ ired  to  be rep o rted  
th ereo n , a n d  th e  s tam p  issued to  such  
ta x p a y e r sh a ll be su b m itted  w ith  th e  r e ­
tu r n  fo r p ro p er n o ta tio n  by th e  d is tr ic t 
d irec to r.

(b) Changes fro m  o th er causes. A 
receiver o r tru s te e  in  b a n k ru p tcy  m ay  
co n tin u e  th e  business u n d e r th e  s ta m p  
issued to  th e  ta x p a y e r a t  th e  p lace an d  
fo r  th e  period fo r w hich  th e  special ta x  
w as paid . A n assignee fo r  th e  benefit 
of c red ito rs  m ay  co n tinue  business u n d e r 
h is  assignor’s special ta x  s tam p  w ith o u t 
in c u rrin g  a d d itio n a l special ta x  liability . 
I n  cases such  as se t fo r th  in  th is  p a ra ­
g ra p h  th e  chan g e  sh a ll be reg iste red  w ith  
th e  d is tr ic t d irec to r in  a  m a n n e r  s im ila r 
to  t h a t  req u ired  by p a ra g ra p h  (a) of 
th is  section.
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of business to  a n o th e r  d is tric t, th e  d is ­
t r ic t  d irec to r a f te r  no tin g  th e  tra n s fe r  
on  h is  records, sh a ll t ra n s m it th e  special 
ta x  s ta m p  to  th e  d is tr ic t d irec to r fo r  
th e  d is tr ic t to  w hich  such  business w as 
rem oved. T h e  la t te r  w ill m ak e  p roper 
e n try  on  h is  records, a s  in  th e  case of 
a n  o rig in a l re g is tra tio n  in  h is  d istric t, 
co rrec t th e  add ress o n  th e  s tam p , if  
necessary , a n d  also n o te  th e reo n  h is  
nam e, title , da te , a n d  d is tric t, a n d  th e n  
fo rw ard  th e  s ta m p  to  th e  tax p a y e r fo r 
posting  as provided  in  § 45.6806.

§ 4 5 .4 9 0 5 —3 Liability for  fa ilure to  
register change.

A person  succeeding to  a n d  carry in g  
on  a  business fo r  w hich  th e  special ta x  
h a s  been  paid , or a  ta x p a y e r who re lo ­
ca tes  h is  business, w ith o u t reg is te rin g  
th e  change  as p rovided  in  §§45.4905-1 
a n d  45.4905-2 will be liable to  a n  a d d i ­
t io n a l ta x  a n d  to  th e  in te re s t a n d  a d d i ­
tio n s  to  th e  ta x  prescribed  in  §§ 301.6601, 
301.6601-1, 301.6651, a n d  301.6651-1 of 
th is  c h a p te r  (R egulations on P rocedure  
a n d  A d m in is tra tio n ) .

§ 4 5 .4 9 0 6  Statutory provisions; applica ­
tion  o f  State laws.

S e c . 4906. A p p lica tio n  of S ta te  law s. The 
paym ent o f any special tax im posed by th is  
su b title  for carrying on  any trade or business 
shall n o t be held  to  exem pt any person from  
any p enalty  or p u n ish m en t provided by the  
laws o f any State for carrying on th e  sam e 
w ith in  such  State, or in  any m anner to  a u ­
thorize th e  com m encem ent or continuance  
of such  trade or business contrary to  th e  
law s o f such  State or in  places prohib ited  
by m unicipal law; nor shall th e paym ent of 
any such  tax be held  to  prohib it any State  
from  placing a duty or tax on th e  sam e 
trade or business, for S tate  or other purposes.

[Sec. 4906 as originally enacted and in  effect 
July  1,1960]

§ 4 5 .4 9 0 6 —1 State laws applicable.

P a y m e n t of special ta x  u n d e r F ed era l 
law  confers no  r ig h t o r privilege to  con ­
d u c t business c o n tra ry  to  S ta te  law . T h e  
h o lder of a  sp ec ia l-tax  s ta m p  issued by 
th e  F ed e ra l G overnm en t m ay  s till be 
pun ish ab le  u n d e r a  S ta te  law  p ro h ib it ­
ing  o r re g u la tin g  .th e  m a n u fa c tu re  or 
sale  of a d u lte ra te d  o r process o r re n o ­
v a ted  b u tte r . O n th e  o th e r  h a n d , com ­
p lian ce  w ith  S ta te  law  affords n o  im ­
m u n ity  u n d e r F ed era l law. P ersons w ho 
engage in  business in  v io lation  of th e  
law  of a  S ta te  a re , nevertheless, req u ired  
to  pay  special ta x  as im posed u n d e r th e  
in te rn a l  revenue law s of th e  "U nited 
S ta tes .

§ 4 5 .4 9 0 7  Statutory p rov ision s; Federal 
agencies or instrum entalities.

Se c . 4907. F ederal agencies or in s tru m e n ­
ta lit ie s . Any special tax im posed by th is  
su b title  * * * shall apply to  any agency or 
in strum enta lity  o f th e  U nited States Unless 
su ch  agency or instrum entality  is granted by 
sta tu te  a specific exem ption from  such tax.

[Sec. 4907 as originally enacted and in  effect 
July  1,1960]

§ 4 5 .4 9 0 7 —1 Federal agencies or instru ­
m entalities.

Any agency or in s tru m e n ta lity  of th e  
U n ited  S ta te s , such  as a n  A rm y ex ­
change, N avy exchange, etc., is  liab le to  
a  special ta x  unless g ra n te d  by s ta tu te  
a  specific exem ption  there fro m .

Su b p a r t  L— A d m i n i st r a t i v e  P r o v i si o n s

§ 4 5 .6 0 0 1  Statutory p rovisions) n otice  
or regulations requiring records, 
statem ents, and special returns.

S e c . 6001. N otice or reg u la tio n s req u irin g  
records, s ta te m e n ts , a n d  spec ia l re tu rn s, 
Every person liable for any tax im posed by 
th is  title , or for th e  collection  thereof, shall 
keep such records, render such  statem ents, 
m ake such  returns, and com ply w ith  such  
rules and regulations as th e Secretary or h is  
delegate m ay from  tim e to  tim e prescribe. 
W henever in  th e  judgm ent o f th e  Secretary 
or h is delegate i t  is necessary, he m ay require 
any person, by notice served upon such  per­
son or by regulations, to  make such  returns, 
render such statem ents, or keep such  records, 
as the Secretary or h is delegate deem s suffi­
c ien t to  show w hether or n o t such person is 
liable for tax under th is  title .

[Sec. 6001 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .6 0 0 1 —1 Records in  general.

(a) F orm  o f records. T he  records re ­
qu ired  by th e  reg u la tio n s in  th is  p a r t  
sh a ll be k e p t accu ra tely , b u t  no  p a r tic u ­
la r  fo rm  is req u ired  fo r keeping  such  
records. See, how ever, th e  req u irem en ts  
in  § 45.4804-10 (re la tin g  to  fo rm  fo r 
daily  reco rd  in  th e  case of m a n u fa c tu re rs  
of w hite  p hosphorus m atch es) a n d  
§§ 45.4872-1 to  45.4872-4, inclusive (re ­
la tin g  to  records reg ard in g  sales of co t ­
to n  fo r fu tu re  delivery). S uch  fo rm s 
a n d  system s of accoun ting  sh a ll be used 
a s  w ill enab le  th e  d is tr ic t d irec to r to  
a sc e r ta in  w h e th e r liab ility  fo r  ta x  is 
in cu rred  and , if so, th e  am o u n t thereo f.

(b) C opies o f re tu rn s, schedules, and  
s ta tem en ts . Every p erson  w ho is r e ­
quired, by th e  reg u la tio n s in  th is  p a r t  
o r by in s tru c tio n s  app licab le  to  an y  fo rm  
prescribed  th e re u n d e r, to  keep a n y  copy 
of an y  re tu rn , schedule, s ta te m e n t, o r  
o th e r  docum ent, sh a ll keep such  copy as 
a  p a r t  of h is  records.

(c) R ecords o f c la im ants. Any p e r ­
son who, p u rsu a n t to  th e  reg u la tio n s in  
th is  p a r t, c la im s a  re fu n d , c red it, o r 
ab a tem en t, sh a ll keep a  com plete, a n d  
de ta iled  reco rd  w ith  respect to  th e  tax , 
in te re s t, ad d itio n  to  th e  tax , ad d itio n a l 
am o u n t, o r assessable p en a lty  to  w hich  
th e  c laim  re la tes . S uch  reco rd  sh a ll in ­
clude an y  reco rds req u ired  of th e  c la im ­
a n t  by p a ra g ra p h  (b) of th is  section  an d  
by §§ 45.6001-2 to  45.6001-5, inclusive, 
w hich  re la te  to  th e  claim .

(d) P lace an d  period fo r  re ten tio n  o f 
records. (1) All records req u ired  by th e  
reg u la tio n s in  th is  p a r t  sh a ll be m a in ­
ta in ed , by th e  p erson  req u ired  to  keep 
th em , a t  one o r m ore conven ien t a n d  
sa fe  locations accessible to  in te rn a l reve ­
nu e  officers, a n d  sh a ll a t  a ll tim es be 
availab le  fo r  in spection  by such  officers.

(2) E xcep t as otherw ise provided  in  
th e  following sentence, every p erson  r e ­
qu ired  by th e  reg u la tio n s in  th is  p a r t  to  
keep records in  resp ec t of a  ta x  (w h e th er 
o r n o t such  p erson  in cu rs liab ility  fo r  
such  ta x )  sh a ll re ta in  such  reco rds fo r 
a t  lea s t th re e  years a f te r  th e  due d a te  
of such  ta x  fo r th e  r e tu r n  period  to  
w hich  th e  records re la te , o r th e  d a te  
su ch  ta x  is paid , w hichever is th e  la te r. 
T h e  reco rds of c la im an ts  requ ired  by 
p a ra g ra p h  (c) of th is  section  sh a ll be 
re ta in e d  fo r a  period  of a t  le a s t th re e  
y ears  a f te r  th e  d a te  th e  claim  is filed.

(e) M icrofilm  reproductions. Gen­
e ra l books of account, such as cash 
books, jou rn a ls , voucher registers, ledg­
ers, etc., sh a ll be m ain ta ined  and pre­
served in  th e ir  o rig inal form. However, 
m icrofilm  rep roductions of supporting 
records of details, such as invoices, 
vouchers, p ro d u c tio n  reports, sales rec­
o rds, certificates, proofs of exportation, 
etc., m ay  be k ep t in  lieu of the original 
records provided  th e  person required to 
keep such  reco rds (1) retains such 
m icrofilm ed copies fo r th e  period speci­
fied in  p a ra g ra p h  (d) of th is  section, (2) 
provides adequate  facilities for the pres­
e rv a tio n  of su ch  film s and  for the ready 
inspection  a n d  location  thereof, includ­
ing  a  p ro jec to r fo r viewing such records 
in  th e  even t inspection  is necessary for 
ta x  purposes, a n d  (3) makes any trans­
c r ip tio n  w hich  m ay  be required of the 
in fo rm a tio n  con ta ined  on the microfilm.

§ 4 5 .6 0 0 1 —2 Records required to be kept 
by m anufacturers o f adulterated but­
ter, process or renovated butter, or 
filled  cheese.

(a) M anner o f keeping. (1) A man­
u fa c tu re r  sh a ll keep a t  h is place of busi­
ness se p a ra te  records of adulterated 
b u tte r , o f process o r renovated butter, 
a n d  of filled cheese. I f  the  record is 
k ep t a s  h e re in a f te r  prescribed in the 
m a n u fa c tu re r’s own books or in other 
conven ien t fo rm  no  o ther record will 
be necessary . C are should be taken to 
exclude 'f ro m  th e  record any product 
o th e r th a n  (i) ad u lte ra ted  butter, (ii) 
p rocess o r  renovated  butter, (ill) filled 
cheese, a n d  (iv) th e  m aterials or in­
g red ien ts  used in  th e  manufacture of 
each  product.-

(2) E n try  sha ll be m ade not later than 
th e  day  follow ing th a t  on which each 
tra n sa c tio n  occurred. Quantities re­
p o rte d  sh a ll be as indicated by the tax- 
p a id  s tam p s affixed to  the  packages, ex­
cep t th a t  w here  th e  product is withdrawn 
fre e  o f ta x  fo r export, or where the 
p ro d u c t is re tu rn e d  to  th e  factory, the 
a c tu a l q u a n tity  w ill be recorded, a  
f ra c tio n  of a  pound  shall be accounted
as a  pound. * _

(b) I tem s. T he  record must snow.
(1) T h e  n u m b er of pounds of eacn

m a te r ia l o r  ingred ien t used in the pr ■ 
d u c tio n  of a d u lte ra ted  butter, process 
o r ren o v a ted  b u tte r , o r filled cheese, a 
th e  n u m b er of pounds of such materials 
used fo r  o th e r  purposes. % .

(2) T h e  n u m ber of pounds of eacn
-oduct produced. , .
(3) T h e  num ber of pounds in each! 

sposed of, th e  nam e of the  cons gn > 
îe add ress to  w hich delivered, and tne
ate of sh ipm ent. lftt.
(4) T h e  n u m ber of pounds in each lo 

‘tu rn e d  to  th e  factory, the  nam eoft 
arson by whom  returned , the a ^  
■om w hich  re tu rn ed , and the dat

(5) P T h e  num ber of pounds r®w°J®rd.’ 
isposed of as grease, dumped, or
ise destroyed. DUr-
(6) T h e  to ta l value of tax stamp P

based a n d  used. rules
(c) Transactions. The following

ill app ly : , oftax-
( 1 ) Sam ples. Sam ple packag s

aid  ad u lte ra te d  butter, process or r e ^
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gratuitously shall be  reco rded  In  th e  
same manner as if th e  packages w ere

(2) Transfers to  self. W here  a d u lte r ­
ated butter, process o r ren o v a ted  b u tte r , 
or filled cheese is tra n s fe rre d  by a  m a n u ­
facturer to him self as a  w holesale or r e ­
tail dealer, the  tra n sa c tio n  sh a ll be r e ­
corded in the sam e m a n n e r as a  tra n s fe r  
to another person.

(3) Sales to chain stores. W here  a d u l ­
terated butter, process or ren o v a ted  b u t ­
ter, or filled cheese is sh ipped  to  one 
person doing business a t  d ifferen t places, 
as in the case of ch a in  stores, th e  deliv ­
eries to each address sh a ll be recorded  
separately.

(4) Drop shipm ents. W here a  m a n u ­
facturer receives a n  o rder fro m  one p e r ­
son to ship ad u lte ra ted  b u tte r , process 
or renovated bu tte r, o r filled cheese to  
another, the tran sac tio n  sha ll be r e ­
corded in the nam e a n d  address of th e  
consignee, followed by “acc’t  o f” an d  
the name and address of th e  perso n  fo r 
whose account th e  sh ip m en t w as m ade. 
A manufacturer shall n o t reco rd  con ­
signments on orders in  th e  n am es of 
agents, solicitors, or o th e r p ersons t r a n s ­
mitting an order fo r a n o th e r p a rty . (See 
paragraph (c) (5) of § 45.4821-3 as to  
liability of agents or b rokers so liciting 
orders for adulterated  b u tte r .)

§45.6001-3 Records required to be 
kept by wholesale dealers in  adulter ­
ated butter.

(a) Manner of keeping. ( 1 ) A  w hole ­
sale dealer shall keep a t  h is  p lace  of 
business records of tra n sa c tio n s  in  
adulterated butter. I f  th e  reco rd  is k ep t 
as hereinafter prescribed in  th e  d ea le r’s 
own books or in  o ther conven ien t fo rm  
no other record will be necessary . C are 
should be taken to  exclude fro m  th e  rec ­
ord any product o ther th a n  ta x p a id  an d  
branded adulterated b u tte r.

(2) Entry shall be m ade n o t la te r  th  
the day following th a t  on  w hich  t 
transaction occurred. Q u an titie s  ] 
Ported shall be as ind icated  by th e  ta 
Paid stamps affixed to  th e  packag  
except that where goods a re  re tu rn e d  
ci « .the wholesaler th e  ac tu a l quant: 
sha be recorded. A fra c tio n  of a  pou

accounted as a  pound. 
( n r J terns- The record  m u st sho 
i™ 3heAnmnber of Pounds in  each  co 
signment of adulterated  b u tte r  receiv<
and ^  address of th e  consign 
and the date of receipt.

0* Pounds in  e a c h ! 
thePS ° f’ 4the nam e of th e  consign 
date *° which delivered, a n d  t
oate of sh ip m en t.

willĈ i ya~ S- 11116 following  r u

ta x -n n f f* fs‘ Snmple ' packages 
disposed n9f ultf a ted b u tte r  received a  
in the cam gratm tously shall be record  
wh?Ch m anner as ad u lte ra ted  butl 

(2i r  purchased and  sold.

ated butter k ?  *0 f Z/* W here adult< 
dealer to him transferred  by a wholesi
t r a S c a ^ v , 88 a  re ta il dea*er, t  
manner a<? a ̂  recorded in  th e  sai

(3) sales another Person.
Adulterated stores- Whe
s°n doing hnJfiter 1S shipped to  one pe

°ing busmess a t different places, 
No. 12---- s

in  th e  case of c h a in  sto res, th e  deliveries 
to  each  ad d ress  sh a ll be reco rded  sep ­
a ra te ly .

(4) D rop sh ip m en ts . A w holesale 
d ea le r sh a ll n o t reco rd  th e  rece ip t of 
a d u lte ra te d  b u tte r  w h ich  h e  o rd ers  de ­
livered d irec t to  a  th ird  p a rty . T h e  
d ea le r’s connection  w ith  th e  tra n sa c tio n  
sh a ll be show n by th e  m a n u fa c tu re r  a s  
provided  in  p a ra g ra p h  (c) of § 45.6001-2. 
W here  a  w holesale d ea le r receives a n  
o rd e r fro m  one p erson  to  sh ip  a d u lte r ­
a te d  b u tte r  to  an o th e r, th e  tra n sa c tio n  
sh a ll be reco rded  in  th e  n am e a n d  a d ­
d ress of th e  consignee followed by “acc’t  
o f” a n d  th e  n a m e  a n d  add ress  of th e  
perso n  giving th e  o rder. A w holesale 
dea le r sh a ll n o t reco rd  consignm en ts in  
th e  n am es of agen ts, solicitors, o r  o th e r 
persons tra n s m ittin g  o rders fo r  o th e r 
p a rtie s . (See p a ra g ra p h  (c) (5) of 
§ 45.4821-3 as to  liab ility  of agen ts.)

(5) R e tu rn e d  goods. W here  a d u lte r ­
a te d  b u tte r  is re tu rn e d  by a  cu sto m er to  
a  w holesale d ea le r th e  tra n sa c tio n  sha ll 
be reco rded  sep a ra te ly  fro m  o th e r  r e ­
ceipts. T h e  sale of repossessed goods 
sh a ll be reco rded  w ith  o th e r disposals. 
A d u lte ra ted  b u tte r  re tu rn e d  by a  w hole ­
sale  d ea ler to  th e  m a n u fa c tu re r  o r o th e r  
w holesale d ea le r fro m  w hom  received 
sh a ll be recorded  sep a ra te ly  fro m  o th e r  
disposals. (See p a ra g ra p h  (c) (6) of 
§ 45.4821-3 as to  resales.)

§ 4 5 .6 0 0 1 —4  Records required to  be  
k ep t by w holesale dealers in' filled  
cheese.

E very w holesale d ea ler in  filled cheese 
sh a ll keep a t  h is  p lace of business a  
daily  reco rd  of (a ) th e  n u m b er of pounds 
in  each  co n signm en t of filled cheese r e ­
ceived by h im , giving th e  n am e a n d  
address of th e  consignor a n d  d a te  of 
rece ip t, a n d  (b) th e  n u m b er of pounds 
of filled cheese disposed of in  each  in ­
s tance , nam e of perso n  to  w hom  sh ipped  
o r delivered, d a te  of sh ip m en t o r  d e ­
livery, a n d  address to  w h ich  sen t.

§ 4 5 .6 0 0 1 —5 Cross references.

(a) M anu fa c tu rers  .of w h ite  phos ­
phorus m a tches. F o r  reco rd  req u ire ­
m en ts, see § 45.4804-10.

(b) C otton  fu tu res . F o r reco rd  r e ­
q u irem en ts re la tin g  to  persons m aking , 
c learing , se ttlin g  o r  ad ju s tin g  tra n s a c ­
tio n s  in  c o n tra c ts  o f  , sale of co tto n  fo r 
fu tu re  delivery, inc lud ing  c o tto n  c le a r ­
in g  associations, see §§ 45.4872-1 to  
45.4872-4, inclusive.

(c) Silver bullion. F o r reco rd  req u ire ­
m en ts  re la tin g  to  tra n s fe rs  of in te re s ts  
in  silver bullion, see § 45.4895-8.

§ 4 5 .6 0 0 1 —6 Returns in  general.

(a) G eneral rule. E very person  sub ­
je c t to  an y  ta x  im posed by sections 4451, 
4461, 4471, 4591, 4801, 4811, 4821, 4831, 
4841, 4851, o r 4891 sh a ll m ake  su ch  re ­
tu rn s , s ta tem en ts , o r  m em orandum s as 
a re  req u ired  by th e  reg u la tio n s in  th is  
p a r t .  T h e  re tu rn , s ta tem en t, o r  m em ­
o ra n d u m  sh a ll include th e re in  th e  in ­
fo rm a tio n  req u ired  by th e  app licab le  
reg u la tio n s o r form s.

(b) Use o f prescribed fo rm s. E xcep t 
as otherw ise provided  by th e  reg u la tio n s 
in  th is  p a r t ,  copies of th e  p rescribed  
fo rm s w ill so f a r  as possible be fu rn ish e d  
tax p ay e rs  by d is tr ic t d irec to rs. A ta x ­

p a y e r w ill n o t  be  excused fro m  m ak in g  
a  re tu rn , how ever, by th e  f a c t  t h a t  n o  
r e tu rn  fo rm  h a s  been  fu rn ish e d  to  h im . 
T ax p ay ers  n o t supp lied  w ith  th e  p ro p e r 
fo rm s should  m ak e  ap p lica tio n  th e re fo r  
to  th e  d is tr ic t d irec to r in  am ple  tim e  to  
h av e  th e ir  re tu rn s  p rep ared , verified, 
a n d  filed on  o r before th e  du e  d a te  w ith  
th e  d is tr ic t d irec to r w ith  w hom  su ch  re ­
tu rn s  a re  req u ired  to  be filed.

(c) E xecu tion  o f re tu rn s. E ach  re ­
tu r n  req u ired  by th e  reg u la tio n s in  th is  
p a r t, to g e th e r w ith  an y  p rescribed  copies 
o r  su p p o rtin g  d a ta , sh a ll be filled in  a n d  
disposed of in  accordance  w ith  th e  form s, 
in stru c tio n s, a n d  reg u la tio n s app licab le  
th e re to . T h e  re tu rn  sh a ll be ca refu lly  
p re p a re d  so as fu lly  a n d  accu ra te ly  to  
se t fo r th  th e  d a ta  req u ired  to  be f u r ­
n ish ed  th e re in . R e tu rn s  w h ich  have  n o t 
been  so p rep a red  w ill n o t  be accep ted  a s  
m eeting  th e  req u irem en ts  of th e  regu-* 
la tio n s in  th is  p a r t.

§ 4 5 .6 0 0 1 —7  Inventories required o f  
m anufacturers.

(a) A d u ltera ted  b u tte r , process or 
renovated  b u tte r , an d  filled  cheese. 
E very m a n u fa c tu re r  of a d u lte ra te d  b u t ­
te r , process o r  ren o v a ted  b u tte r , o r filled 
cheese m u s t file w ith  th e  d is tr ic t d irec to r 
of in te rn a l  revenue of th e  d is tr ic t in  
w hich  th e  fac to ry  is loca ted  a  com plete 
a n d  co rrec t inven to ry , in  le t te r  fo rm , 
s ta tin g  th e  q u a n tity  of each  o f th e  d if ­
f e re n t  k in d s of m a te r ia ls  u sed  in  th e  
m a n u fa c tu re  of a d u lte ra te d  b u tte r , p ro c ­
ess o r  ren o v a ted  b u tte r , o r  filled cheese, 
inc lud ing  a ll m a te r ia ls  o r  p ro d u c ts  in  
process of m a n u fa c tu re  o r  p a r tia lly  
m a n u fa c tu re d  a n d  th e  q u a n tity  of th e  
fin ished  p ro d u c t, s tam p ed  a n d  u n ­
s tam ped , a n d  th e  value of a tta c h e d  a n d  
u n a tta c h e d  s tam p s h e ld  a n d  ow ned by 
h im  in  sa id  fa c to ry  o n  th e  f irs t d ay  of 
J u ly  of each  year. A n in v en to ry  as 
a fo resa id  m u s t also be m ad e  a n d  filed 
w ith  th e  d is tr ic t d irec to r a t  th e  tim e  of 
beg inn ing  business a s  a  m a n u fa c tu re r , 
a n d  a t  th e  tim e  of d iscon tinu ing  such  
business. L e tte rs  se ttin g  fo r th  th e  in ­
ven to ries a s  h e re in  requ ired  m u s t c o n ­
ta in  a  w ritte n  d ec la ra tio n  t h a t  th e  s ta te ­
m en ts  m ad e  th e re in  a re  m ad e  u n d e r  th e  
p en a ltie s  of p e rju ry .

(b) W h ite  phosphorus m a tches. F o r 
in v en to ry  req u irem en ts  re la tin g  to  w h ite  
p h osphorus m atches, see § 45.4804-9.
§ 4 5 .6 0 0 1 —8 Quarterly return by m anu-

. facturer or im porter o f  playing  
cards.

(a) F orm  749. Every m a n u fa c tu re r  or 
im p o rte r  of p lay ing  ca rd s  m u s t fu rn ish  
to  th e  d is tr ic t d irec to r fo r  each  ca le n d a r 
q u a r te r  a n  ac c u ra te  re tu rn  o n  F o rm  749 
of th e  follow ing tra n sa c tio n s  in  packs of 
p lay ing  ca rd s : T h e  n u m b er on  h a n d  a t  
th e  beg inn ing  of th e  q u a rte r ;  th e  n u m ­
be r m a n u fa c tu red  d u rin g  th e  q u a rte r ;  
th e  n u m b er rem oved ta x -p a id  a n d  fo r 
export d u rin g  th e  q u a rte r ;  th e  n u m b er 
on  h a n d  a t  th e  end  of th e  q u a rte r ;  an d  
th e  values of a ll s tam p s p u rch ased  a n d  
used  du rin g  th e  q u a rte r .

(b) R e tu rn  period. A re tu rn  on F o rm  
749 m u st be sub m itted  fo r each  ca len d a r 
q u a rte r  inc lud ing  th e  c a le n d a r q u a r te r  
in  w hich  th e  m a n u fa c tu re r  o r im p o rte r  
ceases op era tio n s in  resp ec t of p lay ing  
ca rd s . Any stock  of p lay ing  ca rd s  on  
h a n d  w hen  th e  business is d iscon tinued
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m u st be accoun ted  fo r  on  q u a rte rly  r e ­
tu rn s . T h e  re tu rn  fo r  th e  la s t  q u a rte r  
m u st be m ark ed  “P in a l r e tu rn .”

§ 4 5 .6 0 0 1 -9  Q uarterly return by m an ­
ufacturer o f  adulterated butter, 
process or renovated butter, or filled  
cheese.

(a) Q uarterly  re tu rn , F orm  216. E ach  
m a n u fa c tu re r  of a d u lte ra te d  b u tte r , 
process o r ren o v a ted  b u tte r , o r filled 
cheese sh a ll fu rn ish  to  th e  d is tr ic t d irec ­
to r  fo r  the" d is tr ic t in  w hich  h is  fac to ry  
is loca ted  a t  th e  tim e  prov ided  by 
§ 45.6071-1, fo r each  ca len d a r q u a rte r  of 
th e  period  of sp ec ia l-tax  liab ility , a n  ac ­
c u ra te  re tu rn , u n d e r th e  p en a lties  of 
p e rju ry , on  F orm s 216 a n d  216a.

(b) P repara tion  and  d istr ib u tio n  o f 
copies. Q uarte rly  re tu rn s  should  be p re ­
p a re d  fro m  th e  m a n u fa c tu re r’s records 
a n d  ty p e w ritte n  on  F orm  216, in  du p li ­
ca te . T h e  f irs t page of th e  re tu rn  should 
be filled o u t as in d ica ted  o n  th e  form . 
T h e  o rig ina l sh a ll be fo rw arded  to  th e  
d is tr ic t d irec to r a n d  th e  d u p lica te  sh a ll 
be re ta in e d  by th e  m a n u fa c tu re r  a t  h is  
fa c to ry  a s a  reco rd  a n d  sh a ll be availab le  
fo r  e x am in a tio n  a t  an y  tim e  by in te rn a l 
revenue officers. I n  th e  execu tion  of th e  
re tu rn , co n fo rm ity  w ith  th e  sp ec ia l-tax  
r e tu rn  a n d  th e  sp ec ia l- tax  s tam p  sh a ll 
be observed. I f  th e  sp ec ia l- tax  re tu rn  
a n d  s ta m p  show a  t ra d e  n am e as well as 
th e  re a l n am e  of th e  p ro p rie to r, b o th  
nam es sh a ll also ap p e a r on  th e  q u a rte rly  
re tu rn s , to g e th e r w ith  th e  id en tica l a d ­
d ress of th e  p rem ises as given on  such  
sp ec ia l- tax  r e tu rn  a n d  stam p .

(c) Sep a ra te  returns. R e tu rn s  r e ­
qu ired  by th is  section  sha ll be m ade 
sep a ra te ly  fo r each  p roduct.

(d) S u p p lem en ta l sheets. F o rm  216a 
is a  su pp lem en ta l sh ee t a n d  sh a ll be used 
fo r  re p o rtin g  in  d e ta il d isposals of new  
stock  a n d  rece ip t a n d  resa le  of stock 
re tu rn e d  by  custom ers. T h e  en trie s  
shou ld  be double spaced, as in d ica ted  
by  th e  d o tted  lines on  th e  sheet. A p ­
p ro p ria te  h ead in g s should  be se t up  in  
c a p ita l le tte rs  in  th e  c en te r  of th e  page. 
E ach  page should  be cpm pletely  used 
before  beg inn ing  a n o th e r  page. T h e  
o rd e r in d ica ted  in  p a ra g ra p h s  (e) to  
(n ) , inclusive, of th is  sec tion  should  be 
observed.

(e) Disposals during  firs t quarter o f 
fiscal year or firs t qudrter o f com m enc ­
ing  business. D isposals to  w holesalers, 
re ta ile rs , a n d  consum ers m ad e  in  th e  
f irs t q u a rte r  of each  fiscal year, o r  th e  
q u a r te r  of com m encing business, a s  th e  
case m ay  be, sha ll be rep o rted  on  su p ­
p lem en ta l sheets,' F o rm  216a, a s  follows:

(1) To wholesalers. D isposals to
w holesalers sh a ll be lis ted  u n d e r a  h e a d ­
ing, W ith d raw n  T ax -P a id , W holesale 
D ealers, w ith  th e  en trie s  grouped in  a l ­
p h ab e tica l o rd er of (i) th e  nam es of 
S ta te s  a n d  (ii) th e  n am es of consignees 
in  each  S ta te  group. S ta te  nam es
should  be in  c a p ita l le tte rs  cen te red  on  
th e  page a t  th e  h e a d  of each  group, 
a n d  a  line  le f t  above a n d  below each  
S ta te  subhead ing . T h e  S ta te  n am e 
should  be om itted  in  en te rin g  th e  sev ­
e ra l ind iv idual addresses since i t  w ill a p ­
p e a r  a t  th e  h e a d  of th e  group. W here  a  
w holesaler opera tes  a t  m ore  th a n  one 
p lace o f business (w h e th e r o r  n o t w ith in  
th e  sam e S ta te ) ,  a  se p a ra te  e n try  sh a ll

be m ad e  fo r  each  p lace of business of 
su ch  w holesaler to  w h ich  consignm ents 
a re  m ad e  du rin g  th e  q u a rte r. T h e  ag ­
g regate  q u a n tity  of a d u lte ra te d  b u tte r , 
process o r  ren o v a ted  b u tte r  or filled 
cheese consigned du rin g  th e  q u a rte r  to  
each  w holesaler a t  each  p lace of b usi ­
ness sha ll be  rep o rted  a s  provided  fo r 
by th e  form .

(2) To reta ilers and  consum ers. Fol ­
low ing th e  lis ting  of d isposals to  w hole ­
sa le  dea lers th e  d isposals to  re ta ile rs  
a n d  consum ers sh a ll be listed  u n d e r a  
head ing , W ith d raw n  T ax -P a id , R e ta ile rs  
a n d  Consum ers, in  th e  sam e m a n n e r  as 
specified in  su b p a ra g ra p h  (1) of th is  
p a ra g ra p h  w ith  respect to  w holesalers.

(f) Disposals during  o ther quarters. 
D isposals to  w holesalers, re ta ile rs , an d  
consum ers in  each  q u a rte r  o th e r  th a n  
th e  firs t q u a rte r  of th e  fiscal year, o r th e  
q u a rte r  of com m encing business, shall 
be rep o rted  on  sup p lem en ta l sheets, 
F o rm  216a, as follows:

(1) To consignees listed  on prior re ­
tu rn s  o f sam e fiscal year. T h e  to ta l 
q u a n tity  of a d u lte ra te d  b u tte r , process 
o r ren o v a ted  b u tte r , o r filled cheese d is ­
posed of du rin g  th e  q u a rte r  to  a ll p e r ­
sons, includ ing  w holesalers, re ta ile rs , 
a n d  consum ers, lis ted  on  re tu rn s  fo r 
p r io r  q u a rte rs  of th e  sam e fiscal year, 
sh a ll be rep o rted  as a  single am o u n t 
d esig n a ted  as “D isposed of to  con ­
signees lis ted  on  re tu rn s  fo r  previous 
q u a rte rs  of th e  sam e fiscal y ea r.”

(2) To j) th e r  consignees. D isposals 
to  w holesalers, re ta ile rs , a n d  consum ers 
n o t lis ted  on  an y  r e tu rn  fo r a  p r io r  q u a r ­
t e r  of th e  sam e fiscal y ear sh a ll be r e ­
p o rted  in  d e ta il in  th e  m a n n e r  p re ­
scribed, in  p a ra g ra p h  (e) of th is  section.

(g) R egistered  nam es an d  addresses 
required. N am es a n d  addresses sh a ll be 
e n te re d  as th e y  a p p e a r on  custom ers’ 
sp ec ia l-tax  stam ps. W here th e  sh ipp ing  
address differs from  th e  reg is te red  a d ­
d ress, th e  n am e of th e  sh ipp ing  p o in t, in  
paren th eses , shou ld  be en te red  w ith  th e  
reg is te red  address. (See p a ra g ra p h  (f) 
of § 45.4815 ( a ) -1 .) S u rn am es should  
p recede f irs t nam es. C ounty  nam es 
should  be included  in  th e  addresses of 
custom ers loca ted  in  th e  S ta te s  specified 
a t  th e  h e a d  of F o rm  216a. T h is  sub- 
p a ra g ra p h  is n o t applicable in  th e  case 
of m a n u fa c tu re rs  of process o r  ren o v a ted  
b u tte r  since th e  w holesalers a n d  re ta il ­
e rs  th e re o f do n o t o b ta in  sp ec ia l-tax  
stam ps.

(h ) R ep ea t sh ip m en ts . O nly th e  ag ­
g reg a te  q u a n tity  disposed of to  each  p e r ­
son  a t  one address du rin g  th e  q u a r te r  
sh a ll be repo rted . E xam ple: I f  20 sales 
of 10 pounds each  w ere m ade, th e  nam e 
of th e  p u rc h a se r a n d  th e  address to  
w h ich  delivered should  be en te re d  b u t 
once w ith  th e  to ta l of 200 pounds.

(i) C hain  store entries. S u b jec t to  
th e  provisions of p a ra g ra p h s  (e) a n d  (f) 
of th is  section, disposals to  c h a in  sto res 
sh a ll be rep o rted  in  a lp h ab e tica l o rder 
of th e  nam es of (1) th e  cities o r  tow ns 
in  w hich  th e  sto res a re  loca ted  a n d  (2) 
th e  s tre e ts  on  w h ich  s itu a ted . N um er ­
ica l o rd er of s tre e t nu m b ers  should  be 
observed w here m ore th a n  one sto re  is 
lo ca ted  on  th e  sam e s tree t.

(j ) E xp o rta tio n . U n d er a  head ing , 
W ith d raw n  F ree  of T ax  fo r E xport, th e re

sh a ll be en te red  as to  each foreign con­
s ig n m en t (1) d a te  of invoice, (2) name 
of consignee a n d  place of consignment 
a n d  (3) q u a n tity . T he entries shall be 
in  th e  o rd e r prescribed in  paragraph
(e) of th is  section  fo r reporting disposals 
to  w holesale dealers. This paragraph 
h a s  no  app lica tio n  in  th e  case of process 
o r ren o v a ted  b u tte r  o r filled cheese, since 
th e re  is no provision for tax-free ex­
p o r ta tio n  thereo f.

(k) R e tu rn e d  goods. Under a head­
ing, R e tu rn e d  Goods, there shall be 
show n in  a lp h ab etical order (1) the 
n am e a n d  address of each consignor, 
a n d  (2) th e  to ta l quan tity  received dur­
ing  th e  q u a r te r  from  him . Only adulter­
a te d  b u tte r , process or renovated butter, 
o r filled cheese of th e  manufacturer’s 
own p ro d u c tio n  m ay be entered under 
th is  head ing . Such product received 
fro m  o th e r  m an u fac tu rers  for rework­
ing  sh a ll be included in  the  total of re­
tu rn e d  goods rew orked as prescribed in 
p a ra g ra p h  (m ) of th is  section.

(l) Resales. U nder the headings, 
“R esales to  w holesale dealers” and “Re­
sales to  re ta ile rs  a n d  consumers”, entries 
sh a ll be m ade in  th e  same manner as 
d isposals of new  stock  to  such customers 
a s  p rescribed  in  parag rap h  (e) of this 
section . (See p arag rap h  (c) (6) of 
§ 45.4821-3 as to  resale of returned 
goods.)

(m ) R ew orked  or denatured. The 
to ta l  q u a n tity  of any  adulterated butter, 
process o r  renovated  butter, or filled 
cheese n o t rem oved from  the factory 
b u t rew orked or disposed of as grease 
sh a ll be rep o rted  in  th e  credit column 
of th e  sum m ary  of new stock. The total 
q u a n tity  of re tu rn e d  goods reworked or 
disposed of as grease shall be reported 
in  th e  c red it co lum n of the  summary. 
T h e  com bined to ta ls  of adulterated but­
te r , process o r  renovated  butter, or filled 
cheese rew orked, as shown in the re­
spective sum m aries, shall be reported 
u n der th e  heading , “Materials used 
d u rin g  m o n th ”, page 1, Form 216.

(n ) Losses. A dulterated butter, proc­
ess o r renovated  bu tte r, or filled cheese 
ac id en ta lly  destroyed, lost in  transit, or 
u n acco u n ted  fo r shall be reported id  
th e  c re d it co lum n of the  proper sum­
m ary  a n d  a n  appropriate explanation 
in se rted

(o) Sum m a ry . The quantities en­
te re d  u n d e r th e  respective headings o 
F o rm  216a sh a ll be totaled and the 
to ta ls  ca rrie d  to  th e  proper linssw  t 
sum m aries, page 1, Form  216. ac­
tu a l  balances of new stock and returnea 
goods on  h a n d  a t  th e  beginning 
close of th e  q u a rte r  shall be entered 
th e  p ro p er sum m ary, which s h o u ld ,  
ance. T he  quan tities reported on han 
a t  th e  beginning  of th e  Quart^  , 
ag ree  w ith  th e  quantities repor* riing 
S a n d  a t  th e  close o t the precMt*
q u arte r . rfin.

(p) C orrecting entries. If alter r
dering  a  re tu rn  i t  is found that any 
ceip ts o r disposals were pmittea 
erroneously  reported, c o r r e c t in g  _ ^

sh a ll be m ade on  th e  return 
following q u arte r. is

(q) F inal return . I f  the 
d iscontinued, th e  re tu rn  for the Q be 
in  w hich  business ceases sho 
m ark ed  “F in a l.”
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§45.6001-10 Quarterly return by  
* wholesale dealers in  adulterated but ­

ter or filled cheese.

(a) Quarterly re tu rn , F orm  2814. 
Each wholesale d ea ler in  a d u lte ra te d  
butter or filled cheese sh a ll fu rn ish  to  
the district d irector fo r th e  d is tr ic t in  
which his business is loca ted  a t  th e  tim e 
provided by § 45.6071-1, fo r each  c a len ­
dar quarter of th e  period  of sp ec ia l-tax  
liability, an accurate  re tu rn , u n d e r th e  
penalties of perjury, on F orm s 2814 an d  
2814a.

(b) Preparation a nd  d istrib u tio n  o f 
copies. Quarterly re tu rn s  shou ld  be 
prepared from  th e  w holesale dea le r’s 
records and typew ritten  on  F o rm  2814, 
in duplicate. T he firs t page of th e  r e ­
turn should be filled o u t as in d ica ted  on  
the form. The o rig inal sh a ll be fo r ­
warded to the d is tric t d irec to r a n d  th e  
duplicate shall be re ta in e d  by  th e  
wholesale dealer a t  h is  p rin c ip a l place 
of business as a  record  a n d  sh a ll be 
available for exam ination  a t  an y  tim e  
by internal revenue officers. I n  th e  ex ­
ecution of the  re tu rn , co n fo rm ity  w ith  
the special-tax re tu rn  a n d  th e  special- 
tax stamp shall be observed. I f  th e  
special-tax re tu rn  a n d  s tam p  show a  
trade name as well as th e  re a l n am e  of 
the proprietor, bo th  n am es sh a ll also 
appear on the quarterly  re tu rn s , to g e th e r 
with the identical address of th e  p rem ­
ises as given on such sp ec ia l-tax  r e tu rn  
and stamp.

(c) Separate returns. R e tu rn s  r e ­
quired by this section sh a ll be m ade 
separately for each product.

(d) Receipts— (1) D uring f ir s t quarter  
of fiscal year or quarter o f com m encing  
business. Under th e  head ing , A d u lter ­
ated Butter (or Filled Cheese) Received 
Prom M anufacturers a n d  W holesale 
Dealers, page 1, Form  2814, each  e n try  
shall show (i) th e  nam e a n d  add ress  of 
each consignor, and  (ii) th e  to ta l q u a n ­
tity received during th e  q u a r te r  fro m  
*dm- Regardless of th e  n u m b er of co n ­
signments received d u ring  th e  q u a rte r  
Iro® the same consignor, only a  single 
entry showing the aggregate of all such  
consignments shall be m ade.

. w : during other quarters. A d u lter ­
ated butter or filled cheese received from  

anufacturers and  wholesale dea lers in  
of <r SH*4® other th a n  th e  firs t q u a r te r  

fiscal year, or th e  q u a rte r  of com - 
- 2 * ?  business, as th e  case m ay  be, 

follows^ reported on P o rm  2814 as

for^nro,r-°m  cons^ n o r s  listed on re tu rn s  
y f f i r  mct rters o f sam e fiscal year. 
or filled  v?Uan^ y °* ad u lte ra ted  b u tte r  
f a c K «  ? e!fe ,received f rom  a ll m a n u - 
retum f fn d wholesale dealers listed  on 
S S I * ?  Pnor Quarters of th e  sam e
amount riPc:Sall+bl  reported  as a  single 
consignorleu ^ n ^ted as “Received fro m
quarters of 1ihped °n  r ®tu rn s  fo r Previous ar ers of the same fiscal y ear.”

ate d b u t t e ? n r S r /0u Sis,nor5* A du lter- 
^anufactni^ cheese received from
listed o n ^  retunidfWh0leSale dealers n o t 
the same S l S r l l fo r a  p n o r  q u a rte r  of 
detail in the ™ J ear sha11 be rep o rted  in  
ParagraD hnf1̂ ^  Prescribed in  sub- 

S f  P arag rap h .
ter or B S K  A dulterated  b u t-  

ese re tu rned  by custom ers

should  n o t be en te red  in  d e ta il on  r e ­
tu rn s . O nly th e  to ta l  q u a n tity  so r e ­
ceived du rin g  th e  q u a r te r  sh a ll be re ­
po rted . T h e  am o u n t shou ld  be en te red  
in  th e  deb it co lum n of th e  sum m ary .

(f) S u p p lem en ta l sheets. F o rm  2814a 
is  a  sup p lem en ta l sh ee t a n d  sh a ll be used 
fo r rep o rtin g  d isposals in  de ta il. T h e  
en trie s  should  be double-spaced  as in d i ­
c a ted  by th e  d o tted  lines on  th e  sheet. 
A ppropria te  h ead in g s should  be se t up  
in  cap ita l le tte rs  in  th e  c en te r  of th e  
page. E ach  page should  be com pletely  
used  before beg inn ing  a n o th e r  page. 
T h e  o rd er in d ica ted  in  p a ra g ra p h s  (g) 
to  (m ) of th is  section  should  be observed.

(g) Disposals during  fir s t quarter o f  
fiscal year or quarter o f com m encing  
business. D isposals to  w holesalers a n d  
re ta ile rs  a n d  consum ers in  th e  f irs t q u a r ­
te r  of each  fiscal year, o r  th e  q u a r te r  of 
com m encing business, sh a ll be rep o rted  
ip  fu ll d e ta il on  sup p lem en ta l sheets, 
F o rm  2814a as follows:

(1) To w holesalers. D isposals to  
w holesalers sh a ll be  lis ted  u n d e r a  h e a d ­
ing, D isposals to  W holesale D ealers, w ith  
th e  en trie s  g rouped in  a lp h ab e tica l o rd er 
of (i) th e  n am es of S ta te s , a n d  (ii) th e  
n am es of consignees in  each  S ta te  group. 
S ta te  n am es should  be in  cap ita l le tte rs  
cen te red  on  th e  page a t  th e  h e a d  of each  
group, a n d  a  line  le f t  above a n d  below 
each  S ta te  subheading . T h e  S ta te  n am e 
should  be om itted  in  e n te rin g  th e  several 
ind iv idual addresses since i t  w ill ap p ea r 
a t  th e  h e a d  of th e  group. W here  a  
w holesaler o p era tes a t  m ore th a n  one 
p lace of business w h e th e r o r  n o t w ith in  
th e  sam e S ta te , a  s e p a ra te  e n try  sha ll 
be m ad e  fo r each  p lace of business of 
such  w holesaler to  w hich  consignm ents 
a re  m ade du rin g  th e  q u a rte r . T h e  ag ­
g regate  q u a n tity  of a d u lte ra te d  b u tte r  
o r  filled cheese consigned d u rin g  th e  

•q u arte r to  each  w holesaler a t  each  place 
of business sh a ll be rep o rted  as provided 
fo r by th e  form .

(2) To reta ilers an d  consum ers. F o l ­
low ing th e  lis ting  of d isposals to  w hole ­
sa le  dea lers th e  d isposals to  re ta ile rs  
a n d  consum ers sh a ll be listed  u n d e r a  
head in g , D isposals to  R e ta ile rs  a n d  
Consum ers, in  th e  sam e m a n n e r  as speci ­
fied in  su b p a rag rap h  (1) of th is  p a ra ­
g ra p h  w ith  respect to  w holesalers.

(h ) Disposals during  o th er quarters. 
D isposals to  w holesalers, re ta ile rs , a n d  
consum ers in  each  q u a r te r  o th e r  th a n  
th e  f irs t q u a rte r  of th e  fiscal year, o r  th e  
q u a r te r  of com m encing business, sh a ll 
be rep o rted  on  sup p lem en ta l sheets, 
F o rm  2814a, as follows:

(1) To consignees listed  on prior re ­
tu rn s  o f sam e fiscal year. T h e  to ta l 
q u a n tity  of a d u lte ra te d  b u tte r  or filled 
cheese disposed of d u rin g  th e  q u a r te r  to  
all persons, includ ing  w holesalers, r e ­
ta ile rs , a n d  consum ers, listed  on re tu rn s  
fo r  p rio r q u a rte rs  of th e  sam e fiscal year, 
sh a ll be rep o rted  as a  single am o u n t des ­
ig n a ted  as “D isposed of to  consignees 
lis ted  on  re tu rn s  fo r  previous m o n th s of 
th e  sam e fiscal y ea r.”

(2) To b th er consignees. D isposals to  
w holesalers, re ta ile rs , a n d  consum ers n o t 
listed  on  an y  re tu rn  fo r a  p rio r  q u a r te r  
of th e  sam e fiscal y ea r sh a ll be  rep o rted  
in  d e ta il in  th e  m a n n e r  prescribed  in  
p a ra g ra p h  (g) of th is  section.

(i) R egistered  n am es an d  addresses 
required. N am es a n d  addresses sh a ll be 
en te red  as th e y  ap p e a r on  cu stom ers’ 
sp ec ia l- tax  stam ps. W here th e  sh ipp ing  
ad d ress differs fro m  th e  reg is te red  a d ­
dress, th e  n am e of th e  sh ipp ing  po in t, in  
p a ren th eses , shou ld  be en te red  w ith  th e  
reg is te red  address. (See p a ra g ra p h  (f) 
of § 45.4815(a)-1 .)  S u rn am es should  
p recede firs t nam es. C ounty  nam es 
shou ld  be included in  th e  add resses of 
custom ers located  in  th e  S ta te s  specified 
a t  th e  h e a d  of F o rm  2814a.

(j) R ep e a t sh ip m en ts . O nly th e  a g ­
g reg a te  q u a n tity  disposed of to  each  
person  a t  one ad d ress  d u rin g  th e  q u a r te r  
sh a ll be  rep o rted . E xam ple : I f  20 sales 
of 10 pounds each  w ere m ade, th e  nam e 
of th e  p u rc h a se r a n d  th e  address to  
w h ich  delivered should  be en te red  b u t 
once w ith  th e  to ta l of 200 pounds.

(k) C hain store entries. S u b jec t to  
th e  p rov isions of p a ra g ra p h s  (g) a n d  
(h ) of th is  section , d isposals to  c h a in  
sto res  sh a ll be rep o rted  in  a lp h ab e tica l 
o rd er of th e  n am es of (1) th e  cities o r 
tow ns in  w hich  th e  sto res a re  located, 
a n d  (2) th e  s tre e ts  on  w hich  situ a ted . 
N um erical o rd er of s tre e t n u m bers 
shou ld  be observed w here  m ore th a n  one 
sto re  is -lo ca ted  on  th e  sam e s tree t.

(l) Goods re tu rn ed  or o therw ise d is ­
posed of. U nder a  head in g , “R e tu rn e d  
to  S h ip p er,” th e re  sh a ll be show n in  a l ­
p h ab e tica l o rd er (1) th e  n am e  a n d  a d ­
d ress of each  consignor a n d  (2) th e  to ta l  
q u a n tity  received du rin g  th e  m o n th  fro m  
him . S im ilar en tries , u n d e r a p p ro p ria te  
head ings, sh a ll be m ade fo r  a d u lte ra te d  
b u tte r  o r  filled cheese disposed of as 
grease, o r fo r o th e r  inedib le purposes, or 
destroyed.

(m ) Losses. A d u lte ra ted  b u tte r  o r 
filled cheese acc iden tally  destroyed, lo st 
in  tra n s it ,  o r  un acco u n ted  fo r  sh a ll be 
re p o rte d  in  th e  c red it co lum n of th e  
su m m ary  a n d  a n  ap p ro p ria te  e x p lan a ­
t io n  in se rted .

(n) S u m m a ry . T h e  q u a n titie s  en te red  
u n d e r th e  respective h ead ings o n  F o rm  
2814a sh a ll be to ta led  a n d  th e  to ta ls  
ca rried  to  th e  p ro p er lines of th e  su m ­
m aries, page 1, F o rm  2814. T h e  a c tu a l 
q u a n tity  on  h a n d  a t  th e  beg inn ing  an d  
close of th e  q u a r te r  sh a ll be en te red  in  
th e  sum m ary , w h ich  should  ba lance . 
T h e  q u a n tity  rep o rted  o n  h a n d  a t  th e  
beg inn ing  of th e  q u a rte r  sh a ll agree w ith  
th e  q u a n tity  rep o rted  on  h a n d  a t  th e  
close of th e  p reced ing  q u a rte r .

(o) C orrecting en tries. I f  a f te r  re n d ­
e rin g  a  r e tu rn  i t  is fo und  t h a t  an y  r e ­
ce ip ts  o r disposals w ere om itted  o r  
e rroneously  rep o rted , co rrec ting  en trie s  
sh a ll be m ade on  th e  r e tu rn  fo r  th e  
follow ing q u a rte r.

(p) F inal re turn . I f  th e  business is 
d iscon tinued , th e  r e tu rn  fo r  th e  q u a r te r  
in  w hich  business ceases shou ld  be 
m ark ed  “F in a l.”

§ 4 5 .6 0 0 1 —11 R eturns relating to special 
taxes.

(a) In  general. Every perso n  req u ired  
to  pay  a  special ta x  im posed by section  
4461 o r 4471 sh a ll m ake  a  re tu rn  o n  
F o rm  11-B an d  every perso n  req u ired  
to  pay  a  special ta x  im posed by sec tion  
4821 o r 4841 sh a ll m ake a  re tu rn  on  F o rm  
11. A re tu rn  on  F o rm  11 or 11-B sh a ll be
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m ade in  accordance  w ith  th e  in s tru c ­
tio n s  app licab le  th e re to .

(b) Separa te  re tu rn s. A se p a ra te  r e ­
t u r n  on  th e  p rescribed  fo rm  sh a ll be 
m ade fo r each  p lace of business in  r e ­
sp ec t of w hich  a  perso n  in cu rs  liab ility  
fo r a  special ta x  a n d  if  m ore th a n  one 
tax ab le  business is conducted  by th e  
sam e person  a t  th e  sam e address, a  
s e p a ra te  re tu rn  sh a ll be m ade by such  
person  in  resp ec t of each  tax ab le  b u si ­
ness conducted  a t  such  address. (See 
§ 45.4903-1 w hich  provides th a t  special 
ta x  sh a ll be p a id  fo r  each  p lace of b usi ­
ness a n d  § 45.4904-1 w hich  provides th a t  
special ta x  m u s t be p a id  .fo r each  b usi ­
ness conducted  a t  th e  sam e address.)

(c) E xecu tion  o f re turns, F orm  11 
arid F orm  11-B. I n  ad d itio n  to  th e  r e ­
qu irem en ts  fo r  th e  execu tion  of r e ­
tu rn s  generally  as se t fo r th  in  p a ra -

. g ra p h  (c) of § 45.6001-6, i t  is  requ ired  
t h a t  w here  th e  business is o p era ted  in  
a  t r a d e  nam e, b o th  th e  re a l n am e of th e  
p ro p rie to r a n d  th e  tra d e  n am e  sh a ll be 
used  w hen  execu ting  F o rm  11 a n d  F orm  
11-B.

§ 4 5 .6 0 0 1 —12 Cross references.

(a) M anu fa c tu rers  o f w h ite  p hos ­
phorus m a tches. F o r req u irem en ts  fo r 
q u a rte rly  re tu rn s , see § 45.4804-11.

(b) C o tto n  fu tu res . F o r req u irem en ts  
fo r  q u a rte rly  re tu rn s  by persons m aking , 
c learing , se ttlin g , o r a d ju s tin g  tra n s a c ­
tio n s  in  c o n tra c ts  of sa le  of co tto n  fo r 
fu tu re  delivery, includ ing  co tto n  c le a r ­
in g  associations, see §§ 45.4872-5 an d  
45.4872-6.

(c) S ilver bullion. F o r req u irem en ts 
fo r  m em o ran d u m s a n d  re tu rn s  re la tin g  
to  tra n s fe rs  of in te re s ts  in  silver bullion, 
see §§ 45.4895-5 a n d  45.4895-7.

(d) S ig n ing  a n d  verifica tion . F o r p ro ­
visions re la tin g  to  th e  sign ing  of re tu rn s , 
see §§ 45.6061 a n d  45.6061-1. F o r p ro ­
v isions re la tin g  to  th e  verify ing  of r e ­
tu rn s , see §§ 45.6065 a n d  45.6065-1.

§ 4 5 .6 0 6 1  Statutory provisions; sign ing  
o f  returns and other docum ents.

S e c . 6061. S ig n in g  o f  re tu rn s  a n d  o th er  
d o cu m en ts . * * * any return, statem ent, 
or other docum ent required to  be made 
under any provision of th e in ternal revenue 
laws or regulations shall be signed in  ac ­
cordance w ith  form s or regulations pre­
scribed by th e  Secretary or h is delegate.

[Sec. 6061 as orig inally enacted and in  effect 
Ju ly  1,1960]

§ 4 5 .6 0 6 1 —1 S ign ing o f  returns and 
other docum ents.

E ach  re tu rn  or o th e r  docum en t r e ­
qu ired  u n d e r th e  reg u la tio n s in  th is  su b ­
p a r t  sh a ll be signed by (a) th e  indiv idual, 
if  th e  ta x p ay e r is a n  ind iv idual ; (b) th e  
p resid en t, vice p re s id en t o r o th e r  p r in ­
c ipal officer, if  th e  tax p a y e r is a  corpo ­
ra t io n ;  (c) a  responsib le a n d  duly 
au th o rized  m em ber o r officer hav in g  
know ledge of its  affairs, if th e  tax p a y e r 
is a  p a r tn e rsh ip  o r o th e r  u n in co rp o ra ted  
o rg an iza tio n ; o r (d) th e  fiduciary , if  th e  
ta x p a y e r  is a  t ru s t  o r es ta te . T h e  r e tu rn  
m ay  be executed  by a n  a g e n t in  th e  nam e 
of th e  tax p a y e r if. a n  accep tab le  pow er 
of a tto rn e y  is filed w ith  th e  d is tr ic t d i ­
re c to r a n d  th e  r e tu rn  includes th e  to ta l  
liab ility  of th e  tax p a y e r fo r  th e  period  
covered by th e  re tu rn .

§ 4 5 .6 0 6 5  Statutory p rovisions; verifica ­
tion  o f  returns.

S e c . 6065. V erifica tion  o f re tu rn s— (a) 
P en a ltie s  o f p e r ju ry . Except as otherwise 
provided by th e  Secretary or h is delegate, any 
return, declaration, sta tem en t, or other  
docum ent required to  be m ade under any 
provision of th e  in ternal revenue laws or 
regulations shall contain  or be verified by a 
w ritten  declaration th a t i t  is  m ade under the  
p enalties o f perjury.

(b) O ath . The Secretary or h is delegate 
may by regulations require th a t any return, 
statem ent, or other docum ent required to  
be m ade under any provision of th e  internal 
revenue laws or regulations shall be verified 
by an oath . T his subsection shall n o t apply 
to  returns and declarations w ith  respect to  
incom e taxes made by individuals.

[Sec. 6065 as originally enacted and in  effect 
July 1, 1960]

§ 4 5 .6 0 6 5 —1 V erification o f  returns.

I f  a  re tu rn , d ec lara tion , s ta te m e n t, or 
o th e r d ocum en t m ade u n d e r th e  reg u la ­
tio n s  in  th is  p a r t  is requ ired  by th e  reg ­
u la tio n s con ta in ed  in  th is  p a r t, o r th e  
fo rm  a n d  in s tru c tio n s  issued w ith  respect 
to  su ch  re tu rn , dec la ra tio n , s ta te m e n t, or 
o th e r  docum ent, to  c o n ta in  o r be verified 
by a  w ritte n  d ec la ra tio n  t h a t  i t  is  m ade 
u n d e r th e  pen a lties  of p e rju ry , such  re ­
tu rn , dec la ra tio n , s ta tem en t, o r o th e r 
docum en t sha ll be so verified by th e  p e r ­
son  s igning  i t ; -

§ 4 5 .6 0 7 1  Statutory p rovisions; tim e for  
filin g  returns and other docum ents.

S e c . 6071. T im e for filin g  re tu rn s  an d  o th er  
d o cu m en ts— (a) G eneral ru le . W hen not 
otherw ise provided for by th is t itle , the Sec ­
retary or h is delegate shall by regulations 
prescribe th e  tim e for filing any return, s ta te ­
m ent, or other docum ent required by th is  
t it le  or by regulations.

(b ) Specia l taxes. For paym ent o f special 
taxes before engaging in  certain trades and  
businesses, see section  4901 and * » *.

[Sec. 6071 as am ended and in  effect July  1, 
1960]

case of tra n s fe rs  of in terests in silver bul­
lion , see p a ra g ra p h  (d) of § 45.4895-5 
a n d  § 45.4895-7, respectively.

(ii) F o r regu la tions relating to time 
fo r filing re tu rn s  on  Form  11 (Silver) 
a n d  F orm  11A (S ilver), see paragraDh 
(b) Of § 45.4894-2.

§ 4 5 .6 0 7 1 —2 Special taxes.

(a) C oin-operated  gaming devices re­
tu rn  on  F orm  11-B. The first return 
requ ired  to  be m ade on  Form  11-B shall 
be filed, as provided in  § 45.4901-1, to 
cover th e  period  beginning with the first 
day  of th e  c a len d a r m onth  in which a 
p erson  engages in  th e  trade  or business 
of m a in ta in in g  fo r use or permitting the 
u s e  of, on  an y  p lace or premises occu­
p ied  by h im , a  coin-operated  gaming de­
vice a n d  end ing  w ith  th e  following June 
30. T h e re a f te r , each  re tu rn  required to 
be m ade on  F orm  11-B shall be filed on or 
before  Ju ly  1 to  cover a  1-year period 
(beginning  Ju ly  1. an d  ending June 30 of 
th e  follow ing ca lendar year) during 
w hich  th e  ta x  liab ility  continues.

(b) O ther special taxes. In  the case 
of persons liab le fo r th e  special taxes im­
posed by sections 4461(a)(1) (relating 
to  co in -o p era ted  am usem ent devices), 
4471 (re la tin g  to  bowling alleys, billiard 
a n d  pool ta b le s ) , 4821 (relating to adul­
te ra te d  b u tte r  a n d  process or renovated 
b u t te r ) ,  a n d  4841 (relating to filled 
c h e e se ), th e  first re tu rn  required to be 
m ad e  on  F o rm  11 or Form  11-B, as the 
case m ay  be, sh a ll be filed before the last 
day  of th e  m o n th  in  which the business 
com m ences to  cover th e  period beginning 
w ith  th e  f irs t day  of such month and 
end ing  w ith  th e  following June 30. 
T h e re a f te r , each  re tu rn  required to be 
m ad e  o n  F o rm  11 o r Form  11-B, as the 
case m ay  be, sh a ll be filed on or before 
th e  la s t day  of Ju ly  to  cover a 1-year 
period  (begining Ju ly  1 and ending June 
30 of th e  following calendar year) during 
w hich  th e  ta x  liab ility  continues.

§ 4 5 .6 0 7 1 —1 T im e for filin g  returns or 
other docum ents.

(a) R etu rn s  cyr o ther docum ents. A 
re tu rn  req u ired  u n d e r §§ 45.6001-8 to  
45.6001-10, inclusive, sh a ll be filed on  
o r before th e  la s t day  of th e  f irs t  ca len ­
d a r  m o n th  follow ing th e  period  fo r 
w hich  i t  is  m ade. T h e  in ven to ries r e ­
qu ired  by § 45.6001-7 sh a ll be filed 
w ith  th e  d is tr ic t d irec to r on  th e  f irs t day  
of Ju ly  of each  year, o r a t  th e  tim e  of 
com m encing a n d  a t  th e  tim e of conclud ­
ing  business, if before or a f te r  th e  f irs t 
day  of Ju ly .

(b) Cross references— (1) C otton  fu ­
tures— (i) R e tu rn s  to  be m ade by per ­
sons dealing in  con tracts o f sale o f co tton  
fo r  fu tu re  delivery. See § 45.4872-5 fo r 
provisions re la tin g  to  tim e fo r filing 
re tu rn s .

(ii) R etu rn s  to  be m ade b y  co tton  
clearing associations. See § 45.4872-6 
fo r provisions re la tin g  to  tim e  fo r filing 
re tu rn s  by persons w ho a c t in  th e  cap ac ­
i ty  of a  c learing  house, c lea rin g  associa ­
tion , o r s im ila r in s titu tio n  fo r th e  p u r ­
pose of c learing , se ttlin g , o r  ad ju s tin g  
c o n tra c ts  of sa le  of a n y  co tto n  fo r fu tu re  
delivery.

(2) Silver bullion. (.i) F o r  reg u la tio n s 
re la tin g  to  tim e fo r  filing m em orandum s 
o f tra n s fe r  o r  m o n th ly  re tu rn s  in  th e

§ 4 5 .6 0 7 1 —3  Last day for filing.

F o r provisions re la ting  to the time for 
filing a  r e tu rn  w hen th e  prescribed due 
d a te  fa lls  on  Satu rday , Sunday, or a legal 
holiday , see § 301.7503-1 of this chap­
te r  (R egulations on Procedure ana 
A d m in is tra tio n ).
§ 4 5 .6 0 8 1  (a )  Statutory provisions; ex­

tension  o f  tim e for filing returns.
S e c . 6081. E xtension  of tim e for fil*n9 re' 

tu rn s— (a) G en eral rule. The Se®ret® .̂n. 
his delegate may grant a reasonable 
sion of tim e for filing any return, dec 
statem ent, or other document require » 
th is t it le  or by regulations. Except in 
case of taxpayers who are abroad, n . 
extension  shall be for more than 6 m 

[Sec. 6081(a) as originally enacted and la 
effect July  1, 1960]

§ 45.6081 ( a ) - l  E xtension  of time for 
filing returns. ,

No ex tension  of tim e will be j 
fo r  filing an y  re tu rn  or * ^ 5  
req u ired  in  respect of the taxes to m  
th e  regu la tions in  th is part have 
app lication .

§ 4 5 .6 0 9 1  Statutory
for filing returns or other docu

Se c . 6091. Place for filing rf urnl Z n not 
do cu m en ts— (a ) G eneral ju te . sec-
«..I,«— ««at t ihoh fnr bv this tine, ^
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retary or his delegate shall by regulations 
.„scribe the place for th e filing o f any re ­
turn declaration, statem ent, or other docu ­
ment, or copies thereof, required by th is  title  
or by regulations;

[Sec. 6091 as originally enacted and in  effect 
July 1, I960]

§45.6091-1 Place for filing  special tax  
returns.

A return on Form  11 o r 11-B requ ired  
to be made pu rsu an t to  th e  provisions 
of §45.6001-11 shall be filed w ith  th e  
district director for th e  d is tr ic t in  w hich  
the taxable business is conducted.

§45.6091-2 Place for filin g  m em oran ­
dums or returns relating to silver 
bullion.

(a) Persons other th a n  corporations. 
Except as provided in  p a ra g ra p h  (c) of 
this section, the m em orandum  of t r a n s ­
fer of an in terest in  silver bullion 
described in § 45.4895-5, th e  m o n th ly  r e ­
turn provided in  § 45.4895-7, a n d  th e  
forms specified in  §§ 45.4894-1 to
45.4894- 7, inclusive, sha ll be filed w ith  
the district director fo r th e  d is tr ic t in  
which is located th e  p rin c ip a l p lace of 
business or legal residence of th e  p a r ty  
to the transfer paying th e  ta x  on such  
transfer. If such person h a s  no  p rin c i ­
pal place of business or legal residence 
in any internal revenue d is tric t, th e  
memorandum or m onth ly  re tu rn  sh a ll 
be filed with the  D istric t D irec to r a t  
Baltimore, Maryland.

(b) Corporations. E xcept as provided 
in paragraph (c) of th is  section, if  th e  
party to the tran sfe r  paying  th e  ta x  
thereon is a corporation, th e  m em o ­
randum, the m onthly re tu rn , a n d  th e  
forms specified in  §§ 45.4894-1 to
45.4894- 7, inclusive, shall be filed w ith  
the district director fo r th e  d is tr ic t in  
which is located th e  p rinc ipa l place of 
business or principal office or agency of 
such corporation.

(c) Memorandums or re turns filed by 
taxpayers outside the U nited S ta te s . I f  
the party to the tran sfe r  pay ing  th e  ta x  
thereon is a person (o ther th a n  a  co r ­
poration) outside th e  U nited S ta te s  h a v ­
ing no legal residence or p rin c ip a l place

j oi business in any in te rn a l revenue d is- 
T "; oj1 is a corporation h av ing  no  p r in ­
cipal place of business or p rin c ip a l office 
trwg«!cy *n  any in te rn a l revenue d is- 
mct, the memorandum, th e  m o n th ly  re -

§§4̂ »Q4di 4.the form s specified in  
befiii894^ ^ 45-4894- 7’ inclusive, sha ll 
O n S  wltiLthe D irector, In te rn a tio n a l
Servw m  ?*vision> In te rn a l Revenue 
service, Washington 2 5 , D .C .

Statutory provisions; period  
menud ^  retum s or other docu-

°tlu?r covered by returns or
vided for hw +*??' .When not otherwise pro-
legate mav* hv title,1 tbe Secretary or h is  
period for re8ulations prescribe the
a*  V S n ° r the date o f w hich, 
required bv th f  !!!!6111, or other docum ent 
be made. Y thlS title or by regulations, shall

: July 1̂  i960]8 °riginally euaeted and in  effect

I § 45.6101_1 p  • j

•  o th e r  d o c u m e „ r e r e d  *  m U m 8

ParagraDhflh'^' J xcept as Provided in  
■ p • (b> and (c) of th is  section,

th e  period  fo r w hich  r e tu m s  a re  r e ­
qu ired  by th e  reg u la tio n s in  th is  p a r t  is 
a  c a len d a r q u a rte r .

(b) S ilver bu llion; F o r  th e  period  
fo r w hich  re tu rn s  a re  req u ired  in  th e  
case of tra n s fe rs  of silver bullion, see 
§ 45.4895-7. F o r a lte rn a tiv e  provisions, 
see § 45.4895-5.

(c) Specia l taxes. F o r th e  period  fo r 
w hich  re tu rn s  a re  requ ired  in  th e  case 
o f special taxes, see p a ra g ra p h  (b) of 
§ 45.4901-1.

§ 4 5 .6 1 5 1  Statutory provisions; tim e  
and p lace for paying tax shown on  
returns.

S e c . 6151. T im e a n d  p lace for p a y in g  ta x  
sh o w n  on re tu rn s— (a.) G enera l ru le . Ex­
cept as otherw ise provided in  th is  section, 
w hen a return o f tax is required under th is  
tit le  or regulations, th e  person required to  
make such  return shall, w ithout assessm ent 
or notice and dem and from  th e  Secretary  
or h is delegate, pay such  tax to  th e  princi­
pal in ternal revenue officer for th e  in ternal 
revenue d istrict in  w hich  th e  return is re ­
quired to  be filed, and sha ll pay such  tax 
at th e  tim e and place fixed for filing the  
return (determ ined w ith ou t regard to  any  
extension o f tim e for filing th e  retu rn ).

(b) E xception s. * * *
(c) D ate  fixed fo r p a y m e n t o f tax . In  

any case in  w hich  a tax is required to  be 
paid on  or before a certain date, or w ith in  
a certain period, any reference in  th is  tit le  
to  the. date fixed for paym ent o f su ch  tax  
shall be deem ed a reference to  the last day 
fixed for such  paym ent (determ ined w ithout 
regard to  any extension o f tim e for paying  
th e  ta x ) . .

[Sec. 6151 as originally enacted and in  effect 
July  1, 1960]

§ 4 5 .6 1 5 1 —1 T im e and place for paying  
special taxes.

T he special taxes requ ired  to  be re ­
p o rted  on Form s 11 a n d  11-B a re  due a n d  
payab le  to  th e  d is tr ic t d irec to r, w ith o u t 
assessm ent o r no tice  a n d  dem and, a t  th e  
tim e prescribed  in  § 45.6071-2 fo r filing 
such  re tu rn s . F o r reg u la tio n s re la tin g  to  
p lace fo r filing re tu rn s , see § 45.6091-1.

§ 4 5 .6 1 6 1 (a )  ( 1 )  Statutory provisions; 
extension  o f  tim e for paying tax.

Se c . 6161. E xten sion  o f tim e  for payin g  
ta x— (a) A m o u n t d e te rm in ed  "by ta x p a yer on  
re tu rn — (1) G eneral ru le . The Secretary or 
his delegate, except as otherwise provided in  
th is title , may extend th e  tim e for paym ent 
of th e  am ount o f th e  tax shown, or required  
to  be show n, on  any return or declaration  
required under authority  of th is tit le  (or any  
in sta llm en t th ereo f), for a reasonable period 
n ot to  exceed 6 m onths from  the date fixed 
for paym ent thereof. Such extension may  
exceed 6 m onths in  the case of a taxpayer 
who is abroad.

[Sec. 6161(a) as originally enacted and in  
effect Ju ly 1, 1960]

§ 4 5 .6 1 6 1  (a )  ( 1 ) —1 E xtension  o f  tim e  
for p aying tax shown on  return.

No ex tension  of tim e will be g ran ted  
fo r p ay m en t of a ll o r an y  p a r t  of th e  
a m o u n t of th e  tax es  to  w hich  th e  reg u ­
la tio n s in  th is  p a r t  h ave  app lication .

§ 4 5 .6 8 0 4  Statutory provisions; attach ­
m ent and cancellation .

S e c . 6804. A tta c h m e n t a n d  can cella tion . 
Except as otherwise expressly provided in  
th is  title , th e  stam ps referred to In sec ­
t ion  6801 sha ll be attached, protected, re ­
moved, canceled, obliterated, and destroyed,

in  such  m anner and by such  instrum ents or 
other m eans as th e  Secretary or h is d ele ­
gate may prescribe by rules or regulations.

[Sec. 6804 as originally enacted and in  effect 
July  1, I960.]

§ 4 5 .6 8 0 4 —1 Attachm ent and cancella ­
tion .

T he s tam p s requ ired  to  be used fo r 
th e  p ay m en t of th e  tax es  im posed by th e  
s ta tu to ry  provisions included  in  th is  p a r t  
sh a ll be a tta c h e d , p ro tec ted , rem oved, 
canceled, ob lite ra ted , a n d  destroyed  as 
se t fo r th  in  th e  reg u la tio n s in  th is  p a rt.

§ 4 5 .6 8 0 5  Statutory provisions ; redem p ­
tion  o f  stam ps.

Se c . 6805. R ed em p tio n  o f  s ta m p s— (a) A u ­
th o r iza tio n . The Secretary or h is delegate, 
subject to regulations prescribed by him , 
may, upon receipt of satisfactory evidence  
of the facts, make allowance for or redeem  
such of th e  stam ps, issued under authority  
of any in ternal revenue law, as m ay have 
been spoiled , destroyed, or rendered useless 
or u n fit for th e  purpose intended, or for 
w hich th e  owner m ay have no use.

(b) M eth od  a n d  c o n d itio n s  o f  a llow ance. 
Such allowance or redem ption m ay be made, 
either by giving other stam ps in  lieu  o f the  
stam ps so allowed for or redeem ed, or by 
refunding th e  am ount or value to  th e  owner 
thereof, deducting therefrom , in  case o f re ­
paym ent, th e  percentage, if  any, allowed  
to  th e  purchaser thereof; b u t no allow ance or 
redem ption shall be made in  any case u n til 
the stam ps so spoiled or rendered useless 
shall have been returned to  th e  Secretary 
or h is delegate, or u n til satisfactory proof 
has been made show ing th e  reason w hy th e  
sam e cannot he returned; or, if  so  required 
by th e  Secretary or h is delegate, w hen th e  
person presenting th e  sam e cannot satisfac ­
torily  trace th e  history of said stam ps from  
their issuance to  th e  presentation of h is  
claim  as aforesaid.

(c) T im e for filing c la im s. No claim  for 
th e  redem ption of, or allowance for, stam ps 
sha ll be allowed under th is  section  unless 
presented w ith in  3 years after th e  purchase  
of such stam ps from  th e  Governm ent.

(d) F in a lity  o f decis ion s. T he findings o f 
fact in  and th e  decision o f th e  Secretary 
or h is delegate upon the m erits o f any claim  
presented under or authorized by th is  sec ­
t ion  shall, in  th e  absence o f fraud or m is ­
take In m athem atical calcu lation , be final 
and n o t subject to  revision by any account ­
ing officer.

[Sec. 6805 as am ended and in  effect July 1, 
1960]

§ 4 5 .6 8 0 6  Statutory provisions; posting  
occupational tax stam ps.

Se c . 6806. P o s t i n g  o ccu p a tio n a l ta x  
s ta m p s— (a) G eneral ru le . Every person en ­
gaged in  any business, avocation, or em ploy ­
m ent, w ho is thereby made liab le to  a special 
tax, shall place and keep conspicuously  in  
h is estab lishm ent or place of business all 
stam ps denoting paym ent of said  special tax.

(b ) C o in -o p era ted  a m u sem en t a n d  gam ing  
devices. The Secretary or h is  delegate may  
by regulations require th a t th e  stam ps de ­
noting  th e  paym ent of th e  special tax im ­
posed by section 4461 shall be posted on  or 
in  each device in  such a m anner th a t it  
w ill be visib le to any person operating th e  
device.

* * * * *
[Sec. 6806 (a) and (b) as originally enacted  
and in  effect Ju ly 1, 1960]

§ 4 5 .6 8 0 6 —1 Special tax stam p to be 
posted.

(a) In  general. T he  special ta x  s tam p  
issued to  a  ta x p a y e r as evidence of th e
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p ay m e n t of ta x  im posed u n d e r sec tion  
4461 (co in -o p era ted  am u sem en t a n d  
gam ing  d ev ices), sec tion  4471 (bowling 
alleys, b illia rd  a n d  pool ta b le s ) , sec tion  
4821 (ad u lte ra ted , process o r  ren o v a ted  
b u t t e r ) , a n d  sec tion  4841 (filled c h e e se ), 
m u st be k e p t posted  conspicuously on  
th e  prem ises w here th e  business is op ­
e ra ted . F a ilu re  to  com ply w ill su b jec t 
th e  tax p a y e r to  th e  p en a ltie s  p rescribed  
in  § 45.7273(a).

(b) P osting  o f certificate  in  lieu o f 
sta m p . W h en  a  special ta x  s tam p  h a s  
been  lo st o r destroyed, su ch  f a c t  should  
be re p o rte d  a t  once to  th e  in te rn a l rev ­
enue  officer fro m  w hom  th e  s tam p  w as 
o b ta in ed  fo r  th e  purpose of ob ta in in g  
fro m  h im  a  certifica te  of p ay m en t. S u ch  
ce rtifica te  m u s t be posted  in  p lace of 
th e  s ta m p ; o therw ise  th e  p e n a lty  r e ­
f e rre d  to  in  p a ra g ra p h  (a) of th is  section  
fo r  fa ilu re  to  p o st th e  s tam p  will be 
app licab le .

§ 4 5 .7 0 1 1  Statutory provisions; regis ­
tration— persons paying a special 
tax .

S e c . 7011. R eg is tra tio n — person s p a y in g  a 
sp ec ia l ta x — (a) R eq u irem en t. Every person  
engaged in  any trade or business on  w hich  
a  special tax  is  im posed by law  sha ll register 
w ith  th e  Secretary or h is delegate h is  nam e  
or style, place o f residence, trade or b u si ­
ness, and  th e  place where su ch  trade or 
business is  to  be carried on. In  case o f a  
firm or com pany, th e  nam es o f th e  several 
persons con stitu tin g  th e  sam e, and th e  places 
of residence, sha ll be so registered.

(b) R eg is tra tio n  in  case  o f  d e a th  or 
ch an ge o f  lo ca tio n . Any person exem pted  
under th e  provisions o f section  4905 from  th e  
p aym ent o f a  special tax, shall register w ith  
th e  Secretary or h is  delegate in  accordance 
w ith  regulations prescribed by th e  Secretary  
or h is  delegate.

I Sec. 7011 as orig inally enacted and in  effect 
Ju ly  1, I960]

§ 4 5 .7 0 1 1 -1  R egistration— persons pay ­
in g  a spècial tax.

T h e  re g is tra tio n  req u ired  by  sec tion  
7011 is effected by filing a  re tu rn , F o rm  
11-B , in  th e  case  o f th e  ta x e s  im posed 
by  sections 4461 a n d  4471, a n d  F o rm  11, 
in  th e  case  of th e  ta x e s  im posed by  sec ­
t io n s  4821 a n d  4841. S u ch  re tu rn s  m u s t 
be executed , signed a n d  verified as r e ­
qu ired  by th e  reg u la tio n s p rescribed  in  
§§45.6001-11, 45.6061-1, a n d  45.6065-1. 
S ee p a ra g ra p h  (a) of § 45.4901-1 fo r 
prov isions re la tin g  to  th e  special ta x  
im posed by  sec tion  4461(a) (2 ), re la tin g  
to  co in -o p e ra ted  gam ing  devices.

§ 4 5 .7 0 1 1 -2  R egistration in  case o f  
change o f  ow nership  Or location.

(a) Cross reference. See §§ 45.4905-1 
to  45.4905-3, inclusive, fo r  provisions r e ­
g a rd in g  re g is tra tio n  in  case of change  of 
ow nersh ip  o r  loca tion .

§ 4 5 .7 0 1 1 -3  R egistration; other require ­
m ents.

(a) F o r req u irem en t fo r  reg is tra tio n  by 
m a n u fa c tu re rs  of p lay ing  cards, see 
§ 45.4455-1.

(b) F o r req u irem en t fo r  re g is tra tio n  by 
m a n u fa c tu re rs  of w h ite  phosphorus 
m atches, see § 45.4804-8.

§ 4 5 .7 2 0 8  Statutory provisions ; o ffenses  
relating to stam ps.

Se c . 7208. O ffenses re la tin g  to  s ta m p s. 
Any person who—

(1) C o u n terfe itin g . W ith in ten t to  d e ­
fraud, alters, forges, makes, or counterfeits  
any stam p, coupon, ticket, book, or other  
device prescribed under authority  o f th is  
t it le  for th e  collection  or paym ent o f any tax  
im posed by th is  title , or sells, lends, or h as  
in  h is possession any such  altered, forged, or 
counterfeited  stam p, coupon, ticket, book, or 
other device, or makes, uses, sells, or has in  
h is  possession any m aterial in  Im itation of 
th e  m aterial used in  th e  m anufacture o f such  
stam p, coupon, ticket, book, or other device; 
or
. (2) M u tila tio n  or rem oval. Fraudulently
cuts, tears, or rem oves from  any vellum , 
parchm ent, paper, in strum ent, w riting, pack ­
age, or article, upon  w hich any tax  is im posed  
by th is t itle , any adhesive stam p or th e  im ­
pression o f any stam p, die, plate, or other  
article  provided, m ade, or used in  pursuance  
of th is  title; or

(3) Use o f  m u tila te d , in su ffic ien t, or 
co u n te r fe ite d  s ta m p s. Fraudulently  uses, 
joins, fixes, or places to , w ith , or upon  any  
vellum , parchm ent, paper, instrum ent, w rit ­
ing, package, or article, upon w hich  any tax  
is im posed by th is  t it le ,

(A) Any adhesive stam p, or th e  im pres­
sion  o f any stam p, die, plate, or other article, 
w hich  has been  cu t, torn, or removed from  
any other vellum , parchm ent, paper, in ­
strum ent, w riting, package, or article, upon  
w hich any tax  is im posed by th is  title; or

(B) Any adhesive stam p or th e  im pres­
sion  o f any stam p, d ie, p late, or other article 
of insufficient value; or

(O) Any forged or counterfeited  stam p, or 
th e  im pression o f any forged or counter ­
feited  stam p, die, p late, or other article; or

(4) R eu se o f  s ta m p s— (A) P repara tion  for  
reuse. W illfu lly  rem oves, or alters th e  can ­
cella tion  or defacing marks of, or otherw ise  
prepares, any adhesive stam p, w ith  in ten t to  
use, or cause th e  sam e to  be used, after i t  
has already been used; or

(B ) Trafficking. K now ingly or w illfu lly  
buys, sells, offers for sale, or gives away, any  
su ch  washed or restored stam p to  any person  
for usé, or know ingly  uses th e  same; or 

(O) P ossession . K now ingly and  w ith ou t  
law fu l excuse (th e  burden o f proof o f such  
excuse being on  the accused) has in  posses ­
sion  any washed, restored, or altered stam p, 
w hich  has been  removed from  any vellum , 
parchm ent, paper, instrum ent, . w riting, 
package, or article; or

(5) E m p tied  s ta m p e d  packages. Com mits 
th e  offense described in  section  7271 (relat ­
in g  to  disposal and receipt of stam ped pack ­
ages) w ith  in ten t to  defraud the revenue, or 
to defraud any person;

shall be gu ilty  o f a  felony and, upon con ­
v iction  thereof, shall be fined not more th an  
$10,000, or im prisoned not more th an  5 years, 
or both .

[Sec. 7208 as originally enacted and in  effect 
Ju ly  1, 1960]

§ 4 5 .7 2 0 9  Statutory provisions; un ­
authorized use or sale o f  stam ps.

Se c . 7209. U n a u th o rized  use or sa le o f  
sta m p s. Any person who buys, sells, offers 
for sale, uses, transfers, takes or gives in  ex ­
change, or pledges or gives in  pledge, except 
as authorized in  th is tit le  or in  regulations 
m ade pursuant thereto, any stam p, coupon, 
ticket, book, or other device prescribed by the  
Secretary or h is  delegate under th is  tit le  
for th e  collection  or paym ent of any tax im ­
posed by th is title , shall, upon conviction  
thereof, be fined n o t more th an  $1,000, or 
Imprisoned n o t more th an  6 m onths, o f both.

[Sec. 7209 as originally enacted and in  effect 
Ju ly  1, 1960]

§ 4 5 .7 2 3 3  Statutory provisions; failure 
to  pay, or attem pt to evade payment 
o f , tax  on  cotton futures, and ether 
violations.

S e c . 7233. F ailure to  pay, or attempt to 
evade p a y m e n t of, ta x  on co tton  futures, and 
o th e r  v io la tio n s. Any person—

( 1 ) N o n p a ym en t or evasion of tax. Liable 
to  th e  paym ent o f any tax imposed by sub- 
chapter D of chapter 39, who fails to pay, or 
evades, or attem pts to evade the payment of 
such  tax; and

(2) O th er v io la tio n s. Who otherwise vio­
lates any provision of subchapter D of nhsp. 
ter 39, or any rule or regulation made in 
pursuance thereof; shall, upon conviction 
thereof, be fined not less than $100 nor more 
th an  $20,000, in  the discretion of the court; 
and, in  case of natural persons, may, in ad­
d ition , be punished  by imprisonment for not 
less th an  60 days nor more than 3 years, in 
th e  d iscretion o f the court.

[Sec. 7233 as originally enacted and in effect 
July 1, I960]

§ 4 5 .7 2 3 4  Statutory provisions; viola- 
tions o f  laws relating to oleomar­
garine or adulterated butter opera­
tions.

Se c . 7234. V iola tion  of laws relating to 
oleom argarine or adu ltera ted  butter opera­
tio n s— (a) False brandin g, selling, or pack­
in g , in  v io la tio n  o f law. Every person who 
know ingly  sells or offers for sale, or delivers 
or offers to  deliver, any oleomargarine in any 
other form  th an  in  new wooden, tin-plate, 
or paper packages, as described in section 
4594 (a) and ( b ) , or who packs in any pack­
age any oleom argarine in  any manner con­
trary to  law, or who falsely brands any 
package or affixes a stam p on any package de­
noting  a  less am ount of tax than that 
required by law  shall be fined for each of­
fen se  n o t more than  $1,000, and be impris­
oned not more th an  2 years.

(b ) R em o va l or defacem ent of stamps, 
m arks, o r bran ds. Any person who shall 
w illfu lly  remove or deface the stamps, marks, 
or brands on  a  package containing oleomar­
garine or adulterated butter, taxed as pro­
vided by subchapter F of chapter 38, or tub- 
chapter O of chapter 39, respectively, shall 
be gu ilty  o f a  misdemeanor, and shall be 
punished  by a fine of not less than $100 nor 
more th a n  $2,000, and by imprisonment for 
n o t less th an  30 days nor more than 6 
m onths.

(c) F ailure o f wholesale dealers to keep 
or p e rm it in sp ec tio n  of books, or to render 
re tu rn s. Any person who willfully violates 
any o f th e  provisions of section 4597(a) shall 
for each su ch  offense be fined not less than 
$50 and n o t exceeding $500, and imprison 
n o t less th an  30 days nor more than
m onths. .

(d ) Im p o rted  oleom argarine or aauiter­
ated  b u tte r — (1) Failure of customs ogm  
to  co m p ly  w ith  law . Every officer or emp 1 
of th e  Treasury Department having duu 
under section  4591 who permits any top 
oleom argarine or adulterated butter P 
o u t of h is custody or control ^ h o u  
pliance by th e  owner or importer 
w ith  th e  provisions of section 4591 ^
thereto, shall be fined not less than $ - 
nor more th an  $5,000, and imprisoned 
less th an  6 m onths nor more than 3 y ■ 

(2) E m p ty  packages— (A) Fa!lf eJ m jy 
s tro y  s ta m p s. Any person ^ho j ^  
neglects or refuses to  destroy u con. 
stam ps on  any empty butter,
ta ined  oleomargarine or adulterarea 
or filled cheese shall for each such o h ^  
be fined n o t exceeding $50, topriso  ̂
n ot less th an  10 days nor m .
m onths; and fraudu-

(B) Trafficking. Any another,
len tly  gives away or accepts ^  oie0-
or who sells, buys, or uses for p
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margarine or adulterated butter, any such  
stamped package shall for each  such  offense 
be fined not exceeding $100, and be im ­
prisoned not more than  1 year.

(3) Sale when im p ro p erly  p a ck ed  or 
stamped. Every person w ho sells or offers 
for sale any imported oleom argarine or adul­
terated butter, or oleom argarine or adulter ­
ated butter purporting or claim ed to  have 
been imported, not put up in  packages and  
stamped as provided by subchapter P  of 
chapter 38 or subchapter C of chapter 39, 
shall be fined not less th an  $500 nor more 
than $5,000, and be im prisoned n o t less th an  
6 months nor more than  2 years.

(4) Fraud by im p o rter. W henever any  
person importing oleom argarine defrauds, or 
attempts to defraud, th e  U nited States of 
the tax on the oleomargarine im ported by 
him, or any part thereof, he shall be fined  
not less than $500 nor more than  $5,000, and  
«ha.ii be imprisoned not less th an  6 m onths  
nor more than 3 years.

[Sec. 7234 as originally enacted and in  effect 
July 1,1960]

§ 45.7234—1 Violations o f  laws relating  
to oleomargarine or adulterated but­
ter operations.

Except for im ported oleom argarine, 
section 7234 has no ap p lica tion  in  r e ­
spect of any transac tions involving oleo ­
margarine which occurs on  or a f te r  th e  
effective date of th e  regu la tions in  th is  
part.

§ 45.7235 Statutory provisions ; vio la ­
tion o f laws relating to adulterated  
butter and process or renovated  
butter.

Sec. 7235. Violation o f law s re la tin g  to  
adulterated bu tter and process or ren o va ted  
butter—(a) A du ltera ted  b u t t e  r—False 
branding, sate, packing, or s ta m p in g  in  v io ­
lation of law. Every person w ho know ingly  
sells or offers for sale, or delivers or offers 
to deliver, any adulterated butter in  any  
other form than in  new wooden, tin -p la te , 
or paper packages as described in  section  
4815(a), or who packs in  any package any 
adulterated butter in  any m anner contrary  
to law, or who falsely brands any package or 
affixes a stamp on any package denoting a  
less amount of tax than  th a t required by  
law, shall be fined for each offense n o t more 
nan $1,000, and be imprisoned n o t more 

than 2 years.
(b) Failure of w holesale dealers to  keep  
permit inspection  o f books, o r to  render  

Ali^ Person who w illfu lly  violates 
any of the provisions of section 4815(b) shall 
*5n S f Î  SU5h offense be fined not less than  
nnt * exceeding $500, and im prisoned
months* tlian 30 ’ days nor more th an  6

F<t ilur, t  to  com Ply w ith  provisio n s  
marM«n°nf the m anufactu re , storage, i 
DeiSl SL process or ren ova ted  b u tte r . I 
of tho’ or corporation violating s 
deemPrt « ^ 10ns of section 4817 shall 
victior? th Uty,0f a mis<*emeanor and on  c< 
of n ? J hereof sha11 be Punished by a i 
t a r n S t S  $1,000’ or by tm prisonm
fine a n ^ w tihan 6 m ontbs* °r by both  sr 
the court brisonment> in  the discretion

Person^ww5 in ,adu lte™ ted b u tte r . Ev 
dealer in arii ,c.arrif s ° n  the business oi 
Paid the sriPp!tt r+ted butter w ith ou t hav  
law, s h a l l tax therefor> as required 
meit of th i l being llable the P 
nor more tho « ’n!?6 ®ne<l  n o t less th an  : 

S f J ® 00 for each offense, 
any , m anuf™ tu rer. W hene
t6r S a u d f  “Ufaaturing ^ I t e r a t e d  b 
Suited States nt attem Pts bo defraud, i 
butter m m ,fsn+the on the adultera
C , i i S S  *  »n r  Pshall be fined not less th an  $;

nor more th an  $5,000, and shall be Impris­
oned n o t less th a n  6 m onths nor more th a n  
3 years.

[Sec. 7235 as orig inally enacted and in  effect 
July 1,1960]

§ 4 5 .7 2 3 6  Statutory provisions; viola ­
tion  o f  laws relating to filled  cheese.

Se c . 7236. V io la tion  o f  law s re la tin g  to  
filled  cheese— False bran din g , sa le, packin g , 
or s ta m p in g  in  v io la tio n  o f  law . Every per ­
son who know ingly sells or offers to  sell, or 
delivers or offers to  deliver, filled cheese in  
any other form  th an  in  new  wooden or paper 
packages, marked and branded as provided 
for and described in  section 4834(b ), or who 
packs in  any package or packages filled cheese  
in  any m anner contrary to  law, or who fa lsely  
brands any package or affixes a stam p on any 
package denoting a less am ount of tax than  
th a t required by law, shall upon conviction  
thereof be fined for each and every offense 
n ot less th an  $50 and n o t more th an  $500, or 
be im prisoned n o t less th an  30 days nor more 
th an  1 year.

[Sec. 7236 as originally enacted and in  effect 
July 1, 1960]

§ 4 5 .7 2 3 9  Statutory provisions; viola ­
tions o f  laws relating to white phos ­
phorus m atches.

S e c . 7239. V io la tion s o f  law s re la tin g  to  
w h ite  p h osph oru s m a tch es— (a) S ellin g  u n ­
s ta m p e d  m a tch es. Any m anufacturer of 
m atches who m anufactures, sells, removes, 
distributes, or offers to  sell or distribute, 
w hite phosphorus m atches w ith ou t there  
being affixed thereto an adhesive stam p, de ­
n oting  th e  tax required by subchapter B of 
chapter 39 effectually canceled as provided  
by section  4804(a) (2 ) , shall, for each offense, 
be gu ilty  of a felony and, upon  conviction  
thereof, shall be fined n o t more th an  $1,000, 
or im prisoned not more than  2 years, or both .

(b) Use o f  in su ffic ien t s ta m p s. Every per ­
son w ho affixes a stam p on  any package of 
w hite  phosphorus m atches denoting a less 
am ount o f tax th an  th a t required by law  
shall, for each offense, be gu ilty  o f a felony  
and, upon conviction  thereof, sha ll be fined  
n ot more th an  $1,000, or im prisoned n o t more 
th an  2 years, or both.

[Sec. 7239 as originally enacted and in  effect 
July  1, 1960]

§ 4 5 .7 2 6 3  Statutory provisions; penal­
ties relating to cotton futures.

S e c . 7263. P en a ltie s  re la tin g  to  c o tto n  fu ­
tu res— (a) W ith h o ld in g  in fo rm a tio n . Any 
person engaged in  th e  business o f dealing  
in  cotton  who shall, w ith in  a reasonable tim e  
prescribed by th e  Secretary of A griculture or 
any agent acting under h is instructions, 
w illfu lly  fa il or refuse to  answer questions  
or to  produce books, letters, papers, or doc­
um ents, as required under section  4862(b), 
or who sha ll w illfu lly  give any answer th a t  
is false or m isleading, shall, upon convic ­
t ion  thereof, be fined n o t more th an  $500.

(b) C ivil p en a ltie s . In  addition to  the  
crim inal penalties provided by section  7233, 
there sha ll be im posed, on  account o f each  
vio lation  o f subchapter D  of chapter 39, 
relating to  cotton  futures, a penalty of 
$2,000, to  be recovered in  a civ il action  
founded on subchapter D of chapter 39 in  
th e  nam e of th e  U nited  States as plaintiff, 
and w hen  so recovered on e-h a lf o f said  
am ount shall be paid over to  th e  person  
giving th e  Inform ation upon w hich  such  
recovery was based. I t  shall be th e  du ty  of 
U nited States attorneys, to  w hom  satisfac ­
tory evidence o f violations o f subchapter D  
of chapter 39 is furnished, to  in s titu te  and  
prosecute actions for th e  recovery o f th e  
penalties prescribed by th is subsection.

[Sec. 7263 as originally enacted and in  effect 
July 1, 1960]

§ 4 5 .7 2 6 4  Statutory provisions; offenses  
relating to renovated or adulterated  
butter.

Se c . 7264. Offenses re la tin g  to  ren o va ted  or 
a d u lte ra te d  b u tte r . Every person w ho car­
ries on  th e  business o f a  m anufacturer of 
process or renovated butter or adulterated  
butter w ith ou t having paid th e  special tax  
therefor, as required by law, shall, besides  
being liable to  th e  paym ent o f th e  tax, be 
fined n o t less th an  $1,000 nor more than  
$5,000.

[Sec. 7264 as originally enacted and in  effect 
Ju ly  1, 1960].

§ 4 5 .7 2 6 5  Statutory provisions ; other 
offenses relating to oleom argarine or 
adulterated butter operations.

S e c . 7265. O th er offenses re la tin g  to  o leo ­
m argarin e or a d u lte ra ted  b u tte r  o p era tio n s—  
(a) O m ission  or rem o va l o f  label. (1) •  * *

(2) Every m anufacturer o f adulterated  
butter who neglects to  affix th e  label re ­
quired under section  4814(a) (1) to  any pack ­
age contain ing adulterated butter m ade by 
him , or sold or offered for sale for or by 
him , and every person w ho rem oves any  
su ch  label so affixed from  any such  package  
sha ll be fined $50 for each package in  re ­
spect to  w hich  such  offense is  com m itted.

(b) P u rch asin g  w h en  n o t p ro p erly  
b ra n d ed  or s ta m p ed . Every person who 
know ingly  purchases or receives for sale any  
oleom argarine or adulterated butter w hich  
has n o t been branded or stam ped accord ­
in g  to  law sha ll be liable to  a  penalty of 
$50 for each such  offense.

(c) O th er offenses. I f  any m anufacturer  
of oleom argarine or adulterated butter, any  
dealer therein  or any im porter or exporter 
thereof sha ll know ingly  or w illfu lly  om it, 
neglect, or refuse to  do, or cause to  be done, 
any o f th e  th in gs required by law  in  the  
carrying on  or conducting o f h is  business, 
or sh a ll do anyth ing prohib ited by subchap ­
ter P  o f chapter 38 or subchapter O o f chap ­
ter 39, if  there be no specific penalty or 
pun ish m en t im posed by any other provision  
of th is  chapter or chapter 68 for th e  neg lect ­
ing, om itting , or refusing to  do, or for th e  
doing or causing to  be done, th e  thing« re ­
quired or prohibited, he shall pay a penalty  
of $1,000.

[Sec. 7265 as orig inally enacted and in  effect 
Ju ly  1, 1960]

§ 4 5 .7 2 6 5 —1 Other offenses relating to  
oleom argarine or adulterated butter 
operations.

E xcept fo r  im ported  oleom argarine, 
section  7265 h a s  no  ap p lica tio n  in  re ­
spect of an y  tra n sa c tio n s  i n v o l v i n g  oleo ­
m a rg a rin e  w hich  occurs on  o r a f te r  th e  
effective d a te  of th e  regu la tions in  th is  
p a r t.

§ 4 5 .7 2 6 6  Statutory provisions; offenses  
relating to  filled  cheese.

S e c . 7266. Offenses re la tin g  to  filled  
cheese— (a) F ailure  to  p a y  spec ia l tax . 
Every person, firm, or corporation—

(1) M an u factu rers. W ho carries on  th e  
business o f a m anufacturer o f filled cheese  
w ith ou t having paid th e  special tax therefor, 
as required by law, shall, besides being  
liable to  th e  paym ent o f th e  tax, be fined  
n ot less th a n  $400 nor more th a n  $3,000; 
and

(2) W holesale  dea lers. W ho carries on  
th e  business o f a w holesale dealer in  filled  
cheese w ith ou t having paid  th e  special tax  
therefor, as required by law, shall, besides  
being liable to  th e  paym ent o f th e  tax, be 
fined n o t less th an  $250 nor more than  
$1,000; and
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(3) R e ta il dea lers. W ho carries on th e  
business o f a  retail dealer in  filled  cheese  
w ith o u t having paid  th e  special tax  there ­
for, as required by law , shall, besides being  
liab le for th e  paym ent o f th e  tax, be fined  
n o t less th an  $40 nor more th a n  $500 for 
each and every offense.

(b) O th er offenses. Any m anufacturer of 
filled cheese w ho fa ils  to  com ply w ith  th e  
provisions o f section  4833 (b) and .(c ) , or 
w ith  th e  regulations therein  authorized, 
sh a ll be deem ed gu ilty  o f a  m isdem eanor 
and u pon  conviction  thereof sha ll be fined  
n o t less th a n  $500 nor more th a n  $1,000.

(c) F ailure o f  w h olesa le  a n d  re ta il dea lers  
to  d isp la y  signs. Any w holesale or retail 
dealer in  filled cheese w ho fa ils  or neglects 
to  com ply w ith  th e  provisions o f section  
4834(a) sh a ll be deem ed gu ilty  o f a  m is ­
dem eanor, and shall on  conviction  thereof be 
fined for each and every offense n o t less 
th a n  $50 and n o t m ore th a n  $200.

(d) O m ission  or rem o va l o f  label. Every 
m anufacturer o f filled cheese w ho neglects 
to  affix th e  label provided tor in  section  
4833(a) (2) to  any package contain ing filled  
cheese m ade by h im  or sold  or offered for  
sa le b y  or for h im , and every person w ho  
rem oves any su ch  label so affixed from  any  
su ch  package, sha ll be fined $50 for each  
package in  respect to  w hich  such  offense is 
com m itted .

(e) P u rch asin g  w h en  spec ia l ta x  n o t p a id . 
Every person w ho know ingly  purchases or 
receives for sale any filled cheese from  any  
m anufacturer or im porter w ho has n o t paid  
th e  special tax  provided for in  section  4841 
sh a ll be liable, for each offense, to  a penalty  
of $100.

( f ) P u rch asin g  w h en  n o t s t a m p e d , 
b ra n d ed , or m a rk ed  accord in g  to  law . Any 
person w ho know ingly  purchases or receives  
for sale any filled cheese w hich  has n o t been  
branded or stam ped according to  law, or 
which, is contained  in  packages n o t branded  
or m arked according to  law , shall be liable  
to  a penalty o f $50 for each su ch  offense.

[Sec. 7266 as originally enacted and in  effect 
Ju ly  %  1960]

§ 4 5 .7 2 6 7  Statutory provisions ; offenses 
r e l a t i n g  to  white phosphorus 
m atches.

Se c . 7267. Offenses re la tin g  to  w h ite  p h o s ­
p h o ru s m a tch es— (a) E x p o rta tio n  o f  m a tc h ­
es. Any person gu ilty  o f violation  o f section  
4805(b) sha ll be fined n o t less th a n  $1,000 
and n o t more th a n  $5,000.

(b) Offenses n o t  sp ec ifica lly  covered . I f  
any m anufacturer o f w hite phosphorus 
m atches, or any im porter or exporter o f 
m atches, sh a ll om it, neglect, or refuse to  do 
or cause to  be done any of th e  th in gs re ­
quired by law  in  carrying on  or conducting  
h is  business, or shall do anyth ing prohibited  
by subchapter B  of chapter 39, if  there be no  
specific penalty or pun ish m en t im posed by  
any other provision of th is  chapter or chap ­
ter 68 for th e  neglecting, om itting, or refus ­
in g  to  do, or for th e  doing or causing to  be 
done, th e  th in g  required or prohibited, h e  
Bhall be fined $1,000 for each offense.

(c) O m ission  o f la bel fro m  packages. Ev­
ery m anufacturer o f w h ite  phosphorus 
m atches w ho n eglects to  affix th e  label re ­
quired by section  4804(a) (4) to  any original 
package contain ing stam ped packages of 
w hite phosphorus m atches m ade by h im  or 
sold  or rem oved by or for h im , and every per­
son  w ho rem oves any su ch  label so  affixed 
from  any such  original package, shall be 
fined not more th an  $50 for each package in  
respect o f w hich such  offense is  com m itted.

(d) O m ission  o f  fa c to ry  n u m b er fro m  p a ck ­
ages. Every m anufacturer o f w hite phos ­
phorus m atches w ho om its to  mark, brand, 
affix, stam p, or prin t th e factory num ber  
required under section  4804(b) on  every

package o f w hite phosphorus m atches m an ­
ufactured, sold, or removed by h im  shall be 
fined not. more th a n  $50 for each package in  
respect of w hich su ch  offense is  com m itted.

[Sec. 7267 as originally enacted and in  effect 
July 1,1960]

§ 4 5 .7 2 7 1  Statutory provisions; penal­
ties for  offenses relating to  stam ps.

S e c . 7271. P en a ltie s  fo r offenses re la tin g  to  
sta m p s. Any person w ho w ith  respect to  any  
tax  payable by stam ps—

(1) F ailure to  a tta c h  or can cel s ta m p s, e tc . 
Fails to com ply w ith  rules or regulations pre­
scribed pursuant to  section  6804 (relating  
to  attachm ent, cancellation, etc., of sta m p s), 
unless such  failure is  show n to  be due to  
reasonable cause and n o t w illfu l neglect; or

(2) M an u factu re  or offer for̂ . sa le. M anu ­
factures or im ports and  sells, or offers for 
sale, or causes to  be m anufactured or im ­
ported and  sold, or offered for sale, any play ­
ing  cards, package, or other article  w ithout 
th e  fu ll am ount of tax  being duly  paid; or

(3) In s tru m e n ts . Makes, signs, issues, or 
accepts, or causes to  be made, signed, Issued, 
or accepted, any instrum ent, docum ent, or 
paper of any kind or description w hatsoever  
w ithout th e  fu ll am ount o f tax  thereon being  
duly  paid; or

(4) D isposa l a n d  rece ip t o f  s ta m p ed  p a ck ­
ages. In  th e  case of any container w hich  is  
stam ped, branded, or marked (w hether or n o t  
under authority  of law ) in  su ch  m anner as 
to  show th a t th e  provisions o f th e in ternal 
revenue laws w ith  respect to  th e  contents or 
in tended  contents thereof have been  com ­
p lied  w ith , and w hich  is em pty or contains  
any contents other th an  contents therein  
w hen th e  container was law fully  stam ped, 
branded, or marked—

(A) Transfers or receives (w hether by sale, 
gift, or otherw ise) su ch  container know ing  
i t  to  be em pty or to  contain  su ch  other con ­
tents; or

(B) Stam ps, brands, or marks such  con ­
tainer, or otherw ise produces such  a stam ped, 
branded, or marked container, know ing It to  
be em pty or to  contain  su ch  other contents;

shall be liable for each such  offense to  a  
p enalty  o f $50.

[Sec. 7271 as orig inally enacted and in  effect 
July 1,1960]

§ 4 5 .7 2 7 2  Statutory provisions; penalty  
fo r  fa ilu re to register.

S e c . 7272. P e n a lty  fo r  fa ilu re  to  reg is te r— 
(a) In  genera l. Any person (other th a n  
persons required to  register under su b title  
E, or persons engaging in  a trade or b u si ­
ness on  w hich  a special tax is Imposed by  
su ch  su b title ) w ho fa ils to  register w ith  
th e  Secretary or h is  delegate as required by  
th is  t it le  or by regulations issued thereunder  
shall be liable to  a penalty  o f $50.

(b ) Cross references. For provisions re ­
la tin g  to  persons required by th is t it le  to  
register, see s e c t i o n s  * * * 4455, * * * 
4804(d ), and 7011.

[Sec. 7272 as am ended and in  effect July 1, 
1960]

§ 4 5 .7 2 7 3 (a )  Statutory provisions; pen ­
alties for offenses relating to special 
ta x es; general ru le.

S e c . 72 73 . P en a ltie s  fo r  offenses re la tin g  
to  spec ia l ta xes— (a) G eneral ru le ;  Any 
person w ho shall fa il to  place and keep  
stam ps denoting th e  paym ent o f th e  special 
tax as provided in  section  6806 (a) or (b) 
(w hichever is applicable) shall be liable to  
a penalty  equal to  th e  special tax for w hich  
h is b usiness, rendered h im  liable (u n less 
such  fa ilure is show n to  be due to  reason ­
able ca u se ); but. in  no case shall said pen ­
a lty  be less th an  $10. Where th e  failure  
to  com ply w ith  th e  provisions o f section

6806 (a) or (b ) shall be through willful 
n eglect or refusal, th en  the penalty »hap 
be double th e  am ount above prescribed 

'N othing in  th is subsection shall in any wav 
affect th e  liab ility  o f any person for exer­
cising or carrying on any trade, business 
or profession, or doing any act for the exer- 
cising, carrying on, or doing of which a 
special tax  is im posed by law, without the 
paym ent thereof.

[Sec. 7273(a) as originally enacted and in 
effect July 1, 1960]

§ 4 5 .7 2 7 4  Statutory provisions; penalty 
for offenses relating to white phos­
phorus m atches.

Se c . 7274. P en a lty  for offenses relating to 
w h ite  p h osph oru s m atch es. Any manufac­
turer o f w h ite  phosphorus matches who 
om its to  mark, brand, affix, stamp, or print 
th e  factory num ber required under section 
4804(b) o n  every package of white phos­
phorus m atches manufactured, sold, or re­
m oved by h im  shall be liable to  a penalty of 
$50 for each package in  respect of which such 
offense is com m itted. .

[Sec. 7274 as originally enacted and in effect 
July  1,1960]

§ 4 5 .7 3 0 3  Statutory provisions; other 
property subject to forfeiture.

Se c . 7303. O th er property  subject to for­
fe itu re . There m ay be seized and forfeited 
to  th e  U nited  States th e  following:

(1) C o u n terfe it s ta m p s. Every stamp in­
volved in  th e  offense described in section 
7208 (relating to  counterfeit, reused, can­
celled, etc., sta m p s), and the vellum, parch­
m ent, docum ent paper, package, or article 
upon w h ich  su ch  stam p was placed or im­
pressed in  connection  w ith such offense.

[ (2)  Repealed.]
(3) Offenses b y  m anufacturer or importer 

o f  or w h o lesa le  dea ler in  oleomargarine or 
a d u lte ra te d  b u tte r . All oleomargarine or 
adulterated butter owned by any manufac­
turer or im porter o f or wholesale dealer in 
oleom argarine or adulterated butter, or in 
w hich  h e  h as any interest as owner, if he 
sha ll know ingly  or w illfu lly omit, neglect, 
or refuse to  do, or cause to be done, any of 
th e  th in g s required by law in  the carrying 
on  or conducting o f h is business, or if he 
sh a ll do anyth ing prohibited by subchapter 
F  o f  chapter 38, or subchapter 0  of chapter 
39.

(4) P urchase  or rece ip t o f filled cheese or 
a d u lte ra te d  b u tte r . All articles of filled 
cheese or adulterated butter (or the full 
value thereof) know ingly purchased or re­
ceived by any person from any manufacturer 
or im porter who has n ot paid the special tax 
provided in  section  4821 or 4841.

(5) Packages o f  oleomargarine or fllM
ch eese . A ll packages of oleom argarine or 
filled cheese subject to  the ta x  u n d er sub- 
chapter F  of chapter 38, or p a r t  II of su ■ 
chapter O of chapter 39, w h ich ev e r is appli­
cable, th a t shall be found w ith o u t  th e  stamps 
or marks provided for in  the applicab le s u d - 
chapter or part thereof. ...

(6) W h ite  ph osph orus matches. (A) a 
packages of w hite phosphorus matches 
ject to  ta x  under subchapter B of ch P' . 
39 and found w ithout the stamps req
by subchapter B of chapter 39.

(B) All th e  w hite phosphorus™ *?  
owned by any manufacturer of wll „vi )orter 
phorus m atches, or any importer or P . 
of m atches, or in  which he has any 
as owner if  he shall omit, neglect, .h.ngs 
to  do or cause to  be done any of t  . 
required by law  in  carrying on o ^  
h is business, or shall do anything P 
by subchapter B of chapter 39, if ^ ere be £ 
specific penalty or punishm ent P 
any other provision of subchapter ^
ter 39 for the neglecting, omitting, v
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lug to do, or for th e  doing or causing to  be 
done, the thing required or prohibited,

(7) False stam pin g  o f  packages. Any con ­
tainer involved in  th e  offense described in  
section 7271 (relating to  disposal of stam ped  
packages), and of th e  contents o f su ch  
container.

(8) Fraudulent bonds, p e rm its , a n d  en ­
tries. All property to  w h ich  any false or 
fraudulent instrum ent involved in  th e  o f ­
fense described in  section  7207 relates.

[Sec. 7303 as amended and in  effect July  1, 
1960]

§45.7326(a) Statutory provisions; d is ­
posals of forfeited  or abandoned  
property in special cases.

Se c . 7326. D isposal o f fo r fe ite d  or aban ­
doned property in  specia l cases— (a) C oin ­
aperated gaming devices. Any coin-operated  
gaining device as defined in  section  4462(a) 
(2) upon which a tax is im posed by section  
4461 and which has been forfeited  under any  
provision of th is title  shall be destroyed, or 
otherwise disposed of, in  such  m anner as 
may be prescribed by the Secretary or h is  
delegate.

[Sec. 7326(a) as amended and in  effect July  
1,1960]

§45.7328 Statutory provisions; confis ­
cation of matches exported.

Se c . 7328. Confiscation o f  m a tch es ex ported . 
Any white phosphorus m atches exported or 
attempted to be exported shall be confiscated  
to the United States and destroyed in  such  
manner as may be prescribed by th e  Secre­
tary or his delegate.

[Sec. 7328 as originally enacted and in  effect 
July 1,1960]

§ 45.7492 Statutory provisions; en force ­
ability o f cotton futures contracts.

Sec. 7492. Enforceability o f  c o tto n  fu tu re s  
contracts. No contract of sale o f cotton  for  
future delivery mentioned in  section  4851 (a ) , 
which does not conform to  the requirem ents 
of section 4853 and has n o t th e  necessary  
stamps affixed thereto as required by section  
4871, shall be enforceable in  any Court of th e  
United States by, or on behalf of, any party  
to suchvcontract or h is privies.

[Sec. 7492 as originally enacted and in  effect 
July 1,1960]

§45.7493 Statutory provisions; im m u ­
nity of witnesses in  cases relating to  
cotton futures,

Im m unity  o f w itn esses in  cases  
evident? co} ton  fu tures. No person whose  
¿ ¡ ¡ S i * del m.ed material by th e  officer 

on behalf of the U nited States in
<^Pter D of 8^  U+der Provision of sub-
futmeR̂ DB̂ Ii,Chapter 39 (relating to  cotton  
cause of T^bhold h is testim ony be- 
s u b c h a o t e r T f l^  him  in  any vio lation of 
¿ten SSL1 °f °hapter 39’ or of any regu- 
any such ne„pursuant to such chapter, but 
testifies J S 1 called by ®uch officer who 
prosecution8 fo? Case sha11 be exem pt from
testimony relays.811* ° ffense to  w h ich . b is

July 1̂ 1960̂  °ri8inally ®nact>ed and in  effect 

Uonf Statulopy P r o v is io n s ;  exem p-

S r * « «
December l 187 8̂ provisio11 o f law  on  
supplies of X , ® *  thereafter of purchasing  
countries for the imPprted from  foreign  
duty free, shallbe °J ^ i t e d  States, 
lations as the uuder such regu-

tion  w hich are subject to  tax by th e pro­
vis ions of th is  title .

[Sec. 7510 as originally enacted and in  effect 
Ju ly  1, i960]

§ 4 5 .7 5 1 0 —1 W ithdrawal o f  filled  cheese  
and p laying cards from  factories, 
free o f  tax , for use o f  -the United  
States.

S ection  7510 provides fo r th e  w ith ­
d raw al of filled cheese a n d  p laying  
ca rd s  from  facto ries, free  of tax , fo r  th e  
use of th e  U n ited  S ta tes . W ithd raw als 
fo r  th e  purpose of sale by F ed era l 
agencies a re  n o t fo r  th e  use of th e  U nited  
S ta te s  w ith in  th e  m ean in g  of th e  s ta tu te . 
In s titu tio n s  owned o r con tro lled  by th e  
governm ents of th e  several S ta te s  o r th e  
D istric t of Colum bia a re  n o t en titled  to  
m ake w ithd raw als u n d e r section  7510.

§ 4 5 .7 5 1 0 —2 Evidence required to estab ­
lish  exem ption.

(a) E xem p tio n  certificates. To e s tab ­
lish  th e  r ig h t  to  rem ove filled cheese or 
p lay ing  ca rd s  ta x  free  u n d e r section  
7510, th e  m a n u fa c tu re r  m u s t o b ta in  
fro m  a n  au th o rized  officer of a n  agency 
of th e  U n ited  S ta tes , a n d  re ta in  in  h is  
possession a  p roperly  executed  exem ption  
certifica te  in  th e  fo rm  p rescribed  in  
p a ra g ra p h  (c) of th is  section.

(b) F requency o f certificates. W here 
only occasional ta x  free  rem ovals from  
th e  p lace of m a n u fa c tu re  fo r  use  of th e  
U n ited  S ta te s  a re  m ade, a  se p a ra te  ex ­
em p tion  certifica te  shou ld  be fu rn ish ed  
fo r each  order. However, w here  r e ­
m ovals a re  reg u la r  o r  freq u en tly  m ade, a  
certifica te  covering a ll o rders fo r  a  
specific period  n o t to  exceed 4 ca len d a r 
q u a rte rs  w ill be acceptable. S u ch  c e r ­
tifica tes a n d  p ro p e r records of invoices, 
orders, etc., re la tiv e  to  ta x -f re e  rem ovals 
m u st be re ta in e d  by th e  m a n u fa c tu re r  
a n d  sh a ll a t  a ll tim es be read ily  acces ­
sible fo r  inspection  by in te rn a l  revenue 
officers a n d  re ta in e d  a s  provided in  p a ra ­
g ra p h  (d) of § 45.6001-1. I f  th e  records 
w ith  resp ec t to  an y  rem oval c la im ed  to  
be ta x  free  do n o t include a  p ro p e r 
certificate , w ith  su p p o rtin g  invoices a n d  
such  o th e r evidence as m ay  be necessary  
to  estab lish  th e  exem pt c h a ra c te r  of th e  
rem oval, th e  ta x  is payab le  on  such  
rem oval.

(c) F orm  o f certifica te. T h e  follow ­
in g  fo rm  of exem ption  ce rtificate  will be 
accep tab le  fo r purposes of th is  section  
a n d  m u st be ad h ered  to  in  su b stance:

E x e m p t i o n  Ce r t i f i c a t e

(To support tax-free rem ovals o f filled  
cheese or p laying cards for the use o f the  
U nited States under provisions o f section  
7510 of th e  Internal R evenue Code of 1954.)

.................... 19_
(D ate)

The undersigned hereby certifies th a t he
is — — ----- ------ ----------------- --------------of

(T itle  of officer)
--------------------------------- :-------- ; th a t he is
(Agency of th e U nited States.) 
authorized to  execute th is  certificate; and  
th a t th e  article or articles specified in  th e  
accom panying order or on th e  reverse side
hereof are purchased fr o m ________________

(N am e o f  vendor)
for the exclusive use o f_- __ ____________of

(G overnm ent u n it)
the U nited States.

I t  is understood th a t th e  exem ption from  
tax in  th e case o f rem ovals o f articles under 
th is  exem ption certificate for the U nited

States is lim ited  to th e  removal o f articles 
for its  exclu sive  use. The undersigned u n ­
derstands th a t if  articles purchased tax free 
under th is  exem ption certificate are used  
otherw ise or are sold  to  em ployees or others, 
such fact w ill be prom ptly reported to  th e  
m anufacturer, producer, or im porter of th e  
article or articles covered by th is certificate. 
It  is also understood th a t th e  fradu len t use  
of th is certificate for the purpose o f securing  
th is exem ption w ill subject th e undersigned  
and all gu ilty  parties to  a fine o f n o t more 
th an  $10,000, or to  im prisonm ent for n o t  
more than  5 years, or both , together w ith  
costs of prosecution.

(Signature)

(Address)

§ 4 5 .7 5 1 0 —3 Branding.

(a) E ach  ind iv idual p ack  of p lay ing  
ca rd s  sh a ll be labeled  o r b ran d ed , “F o r 
use of U.S. G o vernm en t”. T h e  le tte rs  
of such  p r in tin g  sha ll be conspicuous, 
in  boldfaced  ty p e  of n o t less th a n  o ne- 
q u a r te r  o f a n  in c h  in  h e igh t.

(b) E ach  s ta tu to ry  package  of filled 
cheese, as req u ired  by § 45.4833-1, shall, 
in  ad d itio n  to  th e  m ark in g s o therw ise  
requ ired , have  legibly a n d  du rab ly  
m arked , s tam ped , o r  b ran d ed  th e re o n  
th e  s ta te m e n t, “F o r use of U.S. G overn ­
m e n t”, th e  le tte rs  th e re in  to  co rrespond  
in  size a n d  sty le  w ith  th e  m ark in g s r e ­
qu ired  by p a ra g ra p h  (b) of § 45.4833-1’.

§ 4 5 .7 6 4 1  Statutory provisions; super ­
vision  o f  operations o f  certain  m anu ­
facturers.

Se c . 7641. S u p erv is io n  o f o p era tio n s o f cer ­
ta in  m a n u fa ctu rers. Every m anufacturer o f 
filled cheese, oleom argarine, * * • process 
or renovated butter or adulterated butter, 
or w hite  phosphorus m atches shall conduct 
•his business under such  surveillance o f offi­
cers or em ployees o f th e  Treasury Depart­
m en t as th e  Secretary or h is. delegate m ay  
by regulations require.

[Sec. 7641 as originally enacted and in  effect 
July  1, I960]

§ 4 5 .7 6 4 1 —1 Inapplicability.

S ection  7641 h a s  no  ap p lica tion  in  r e ­
spec t of an y  tra n sa c tio n  involving oleo­
m a rg a rin e  w hich  occurs on  o r a f te r  th e  
effective d a te  of th e  reg u la tio n s in  th is  
p a r t.

§ 4 5 .7 7 0 1  Statutory provisions; defin i ­
tions.

Se c . 7701. D efin ition s, (a) W hen used in  
th is  title , where n o t otherw ise d istinctly  
expressed or m anifestly  incom patib le w ith  
th e  in ten t thereof—

(1) P erson . The term  "person” shall be 
construed to  m ean and include an individual, 
a trust, estate, partnership, association, com ­
pany or corporation.

(2) P a rtn ersh ip  a n d  p a rtn er. The term  
"partnership’' includes a syndicate, group, 
pool, jo in t venture, or other unincorporated  
organization, through or by m eans of w hich  
any business, financial operation, or venture  
is  carried on, and w hich is not, w ith in  th e  
m eaning of th is  title , a tru st or estate or 
a corporation; and the term  “partner” in ­
cludes a mem ber in  such  a syndicate, group, 
pool, jo in t venture, òr organization.

(3) C orporation . The term  "corporation” 
includes associations, jo in t-stock  com panies, 
and insurance com panies.

(4) D om estic . The term  “dom estic” w hen  
applied to  a corporation or partnership  
m eans created or organized in  th e  U nited  
States or under th e  law of the U nited  States  
or any State or Territory.
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(5) F oreign. The term  “foreign” when  
applied  to  a corporation or partnership  
m eans a corporation or partnership w hich  
is n o t dom estic.

(8) F iduciary. The term  “fiduciary” 
m eans a guardian, trustee, executor, adm inis ­
trator, receiver, conservator, or any person  
acting in  any fiduciary capacity for any  
person.

* * * * *
(9) U n ited  S ta tes . The term  “U nited  

S tates” w hen used in  a geographical sense 
Includes only th e  States and the D istrict of 
Columbia.

(10) S ta te . The term  "State” shall be 
construed to  in clude the D istrict of Colum ­
bia, where such  construction  is necessary to  
carry o u t provisions of th is  title .

(11) Secretary . The term  “Secretary” 
m eans th e  Secretary of th e  Treasury.

(12) D elegate . The term  “Secretary or his  
delegate” m eans th e  Secretary of th e  
Treasury, or any officer, em ployee, or agency  
o f th e  Treasury D epartm ent duly authorized  
by th e  Secretary (directly, or indirectly by 
one or more redelegations of authority) to  
perform  th e  fu n ction  m entioned or described  
in  th e  context, and th e  term  “or h is dele ­
gate” w hen used in  connection  w ith  any 
other official of th e  U nited States shall be 
sim ilarly  construed.

(13) C om m issioner. The term  “Com mis­
sioner” m eans th e  Comm issioner o f Internal 
R evenue.

(14) Taxpayer. The term  “taxpayer” 
m eans any person subject to  any internal 
revenue tax.

* * * * *
(28) O th er te rm s. Any term  used in  th is  

su b title  w ith  respect to  th e  application of, 
or in  connection  w ith , th e provisions of any 
other su b title  of th is t it le  shall have th e  
sam e m eaning as in  such  provisions.

(29) In te rn a l R even u e C ode. The term  
“Internal Revenue Code o f 1954” m eans thte 
t it le , and th e  term  “Internal R evenue Code 
o f 1939” m eans th e  Internal Revenue Code 
enacted February 10, 1939, as am ended.

(b ) In clu d es a n d  in c lu d in g . The term s 
“in clu d es” and  "including” w hen used in  a 
defin ition  contained in  th is tit le  shall n o t  
be deem ed to  exclude other th in gs otherwise 
w ith in  th e  m eaning of the term  defined.

(c) C o m m o n w ea lth  o f  P u erto  R ico. 
W here n o t otherw ise d istinctly  expressed or 
m an ifestly  incom patible w ith  th e  in ten t  
thereof, references in  th is  t it le  to  possessions 
of th e  U nited  States shall be treated as also 
referring to  th e  C om m onwealth o f Puerto  
Rico.

(d ) Cross references— (1) Other defin i­
tions. For other defin itions, see th e  fo llow ­
in g  sections of T itle 1, of the U nited States 
Code:

' (1) Singular as including plural, section  
1.

(2) Plural as including singular, section
1.

(3) M asculine as including fem inine, sec ­
tio n  1.

(4) Officer, section  1.
(5) Oath as including affirmation, section  

1. .
(6) C ounty as in clud ing parish, section  2.
(7) Vessel as Including all m eans of water  

transportation, section  3.
(8) V ehicle as including all m eans o f land  

transportation, section  4.
(9) Com pany or association as Including  

successors and assigns, section  5.
(2) E ffect o f  cross references. For effect 

of cross references in  th is title , see section  
7806(a).

[Sec. 7701 as am ended and in  effect Ju ly  1, 
1960, and as further am ended by secs. 18(i) 
and 1 8 (j), Hawaii, Om nibus A ct (74 Stat. 
416)1

§ 4 5 .7 8 0 5  Statutory provisions; rules 
and regulations.

Se c . 7805. R u les a n d  reg u la tio n s— (a) A u ­
th o r iza tio n . Except where su ch  authority  
is expressly given by th is  t it le  to  any person  
other th an  an officer or em ployee o f th e  
Treasury D epartm ent, th e  Secretary or h is  
delegate shall prescribe a ll needfu l rules and  
regulations for th e  enforcem ent o f th is  t itle  
includ ing all rules and regulations as m ay be 
necessary by reason o f any a lteration  o f law  
in  relation to  in ternal revenue.

(b) R e tro a c tiv i ty  o f reg u la tio n s or ru l ­
in gs. The Secretary or h is delegate m ay  
prescribe th e  extent, if  any, to  w hich any  
ruling or regulations, relating to  th e  in ter ­
nal revenue laws, shall be applied w ithout 
retroactive effect.

(c) P rep a ra tio n  a n d  d is tr ib u tio n  of regu ­
la tio n s , form s, s ta m p s, a n d  o th e r  m a tte rs . 
The Secretary or h is delegate sha ll prepare 
and d istribute a ll th e  instructions, regula ­
tions, directions, form s, blanks, stam ps, and  
other m atters pertaining to  th e  assessm ent 
and collection  o f in ternal revenue.

[ Sec. 7805 as originally enacted and in  effect 
July  1, 1960]

§ 4 5 .7 8 0 5 —1 Prom ulgation o f  regula ­
tions.

A ugust 1, 1956 (Public Law 901 (84th 
Congress) 70 S ta t. 917), the  Act of Feb- 
ru a ry  11, 1958 (Public Law 85-318, 72 
S ta t. 3 ) , a n d  sections 65, 66,89 and 93 of 
th e  T ech n ica l A m endm ents Act of 1958 
(72 S ta t. 1606) such  regulations are 
am ended  as follows:

§ 8 1 .2  [A m endm ent]

P a r a g r a ph  1. Section  81.2, as amended 
by T reasu ry  Decision 6073, approved June 
11, 1954, is fu r th e r  am ended by adding 
a f te r  th e  s ix th  undesignated paragraph 
of p a ra g ra p h  (a) (26 CFR (1939) 81.2(a)
(6 )) th e  following new  paragraph:

A c re d it fo r  F edera l estate taxes paid 
on  c e r ta in  tra n s fe rs  of property to the 
deceden t is allow able against both the 
basic a n d  ad d itio n al estate taxes under 
section  814. See §§ 81.9a to 81.9f, in­
clusive.

P a r . 2. T h ere  is inserted  immediately 
p receding  § 81.8 th e  following:
P u b l i c  L a w  414 (E i g h t y -F o u r t h  Co ng r e ss ,

S e c o n d  S e s s i o n ) ,  Appr o v e d  F e br u a r y  20,

1956

In  pu rsu an ce  of section  7805 of th e  
In te rn a l  R evenue Code of 1954, th e  fo re ­
going reg u la tio n s a re  hereby  prescribed. 
(See § 45.0-3 re la tin g  to  th e  scope of th e  
regu lations.)

[F.R. Doc. 61-444; Filed, Jan. 18, 1961; 
8:50 a.m.]

[T.D .6529]

[R egulations 105]

P A RT  8 1 — R E G U L A T I O N S REL A T IN G  

T O  EST A T E T A X

M i sc e l l a n e o u s A m e n d m e n t s

O n Novem ber 24, 1960, no tice  of p ro ­
posed ru le  m ak in g  w as pub lished  in  th e  
F e d e r a l  R e g i s t e r  (25 F .R . 11157) to  co n ­
fo rm  26 C FR  (1939), P a r t  81 (R egula ­
tions 105), re la tin g  to  th e  E s ta te  T ax  
to  sections 1 a n d  4 of th e  A ct of F e b ru ­
a ry  20, 1956 (Public Law 414 (84th  C on ­
gress) 70 S ta t. 23), th e  A ct of F e b ru a ry  
20,1956 (Public Law 417 (84th  Congress) 
70 S ta t. 26), th e  A ct of A ugust 1, 1956 
(Public Law 901 (84th C ongress) 70 S ta t. 
917), th e  A ct of F eb ru a ry  11,1958 (P ub ­
lic Law 85-318, 72 S ta t. 3 ), a n d  sections 
65,66, 89 a n d  93 of th e  T ech n ica l A m end ­
m en ts  A ct of 1958 (72 S ta t .  1606). No 
ob jection  to  th e  ru les  proposed  hav in g  
been received d u rin g  th e  30-day period  
p rescribed  in  th e  notice , th e  regu la tions 
as so proposed a re  hereby  adopted .
(Sec. 3791 o f th e  Internal Revenue Code of 
1939 (53 Stat. 467; 26 U.S.C, 3791))

[s e a l ] D a n a  La t h a m ,
C om m issioner o f In te rn a l R evenue.

A pproved: Ja n u a ry  13,1961.

F r e d  C. S c r i b n e r , J r .,
A ctin g  Secre tary  o f th e  Treasury.

I n  o rd er to  con fo rm  26 CFR (1939), 
P a r t  81 (R egu la tions 105), re la tin g  to  th e  
E s ta te  T ax  to  sections 1 a n d  4 of th e  A ct 
of F eb ru a ry  20, 1956 (Public Law 414 
(84th  Congress) 70 S ta t. 23), th e  A ct of 
F e b ru a ry  20, 1956 (Public Law  417 (84th  
C ongress) 70 S ta t. 26), th e  A ct o f

S e c . 3. Section  2011 of the Internal Rev­
enue Code o f 1954 Is amended by adding 
after subsection  (d) a new subsection as 
fo llow s:

“ (e) L im ita tio n  in  cases involving deduc­
t io n  u n d er sec tio n  2053(d). In any case 
where a deduction  is allowed under section 
2053(d) for an  estate, succession, legacy, or 
inheritance tax  Imposed upon a transfer for 
public, charitable, or religious uses described 
in  section  2055 or 2106(a) (2), the allowance 
of th e  credit under th is section shall be 
subject to  th e  follow ing conditions and lim­
itations:

“ (1) The taxes described in subsection (a) 
shall not include any estate, succession, leg­
acy, or inheritance tax for which a deduction 
is  allowed under section 2053(d).

“ (2) The credit shall not exceed the lesser

“ (A) th e  am ount stated in  subsection (b) 
on  a  taxable estate determined by allowing 
th e  deduction authorized by section 2053(d),

"(B ) th a t  proportion of the amount stated 
In subsection (b) on a taxable estate de­
term ined w ithout regard to the deduction 
authorized by section 2053 (d) as (1) t e 
am ount o f th e  taxes described in subsection
( a )  , as lim ited  by the provisions of para­
graph (1) o f th is subsection, bears to (U) 
th e  am ount o f th e taxes described in su 
section  (a) before applying the limitation 
contained in  paragraph (1) of this sub

“ (3) I f  th e  am ount determined under sub- 
paragraph (B ) o f paragraph (2) is 
th e  am ount determ ined under subpar gr P 
(A) o f th a t paragraph, then for pnrP°®n 
subsection  (d) such  lesser a”a°un  ̂f 0. . tion 
th e  m axim um  credit provided by subsect
( b )  .”

Se c . 4. The amendments 
R evenue Code of 1954 made by ® tlie 
and 3 o f th is  Act, and provisions having ® 
sam e effect as th is am endm ent, wn 
sha ll be considered to  be deluded In c P 
ter 3 o f th e  Internal Revenue Cod» o ^  
sh a ll apply to  the estates of all dec 
dying after December 31, 1953.
Pu bl ic  La w  417 (Eig h t y -Fo ubt H Cc«®^-

_______ a m h o v e d  F e b r u a r y  *
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I of part II of subchapter A of chapter 3 o f 
the internal Revenue Code o f 1939 (relating  
to computation o f estate tax) Is hereby 
amended by adding a t the end thereof th e  
following new section:

“Se c . 814. Cr e d i t  f o r  T a x  o n  Ce r t a i n  P r i o r

Tr a n s f e r s .

“(a) General ru le. I f  th e  executor so 
elects, the tax imposed by sections 810 and  
935 in the case o f a decedent (b u t only if  
the decedent was a c itizen  or resident of th e  
United States at the tim e o f h is d eath ), dy ­
ing after December 31, 1951, shall be cred­
ited with i l l  or a part o f th e  am ount o f th e  
Federal estate tax paid w ith  respect to  th e  
transfer of property (including property  
passing as a result of th e  exercise or n on ­
exercise of a power o f appointm ent) to  the  
decedent by or from a person (herein  desig ­
nated as a ‘transferor’) who was th e  spouse  
of the decedent at th e tim e o f such  person’s 
death and who died w ith in  tw o years before 
the decedent’s death. The credit sha ll be 
the amount determ ined under subsections
(b) and (c).

“(b) C om putation o f  c red it. Subject to  
the limitation prescribed in  subsection
(c) , the credit provided by th is  section  shall 
be an amount which bears th e  sam e ratio t o , 
the estate tax paid (adjusted as Indicated  
hereinafter) with respect to  th e  estate of 
the transferor as the value o f th e  property 
transferred bears to  th e n e t  estate o f th e  
transferor (determined for purposes o f th e  
tax imposed by section 935) decreased by 
any death taxes paid w ith  respect to  such  
estate and increased by th e  exem ption pro ­
vided for by section 935(c) in  determ in ing  
the net estate of the transferor for purposes 
of the estate tax. For purposes o f th e  pre­
ceding sentence, the estate tax  paid shall be 
the Federal estate tax paid increased by any  
credits allowed against such  estate  tax under 
sections 813(a) and 936(b) on  account o f 
gift tax, and for any credits allow ed against 
such estate tax under th is section  on account 
of prior transfers where th é  transferor ac ­
quired property from a person w ho died  
within two years before th e  death  o f the  
decedent.

“(c) Lim itation on cred it.
“(1) In general. The credit provided in  

this section shall not exceed the am ount by 
which—

"(A) the estate tax im posed by sections 
810 and 935 (after deducting th e  credits for 
State death taxes, g ift tax, and foreign death  
o«es provlded for in  sections 810, 813, and  
936) computed w ithout regard to  th is sec ­
tion, exceeds

‘(B) such tax computed by excluding from  
the decedent’s gross estate th e  value of 
such property transferred and, if  appli ­
cable, by making the adjustm ent herein ­
after indicated.

Hany deduction is otherwise allowable under 
^ i .011,812(d) (relating to  charitable de- 

,then. for the purpose of th e com - 
adicated ln  subparagraph (B ) , the  

hv + w  sucb deduction shall be reduced  
vJiiVo ♦parfc oi such  deduction w hich the  
thi» hJ?'V0? 1 ProPerty transferred bears to  
thn entire gross estate reduced by
(reifttt!!»C+10ns allowed tinder section 812(b) 
etc \ Jf deduction for expenses, losses, 
of moh °r purP°8es ° f  th is section, the value  
valupoo pr°Pfrty transferred shall be the  

thta section°Vlded fOT ln  BUbsectlon C<1) of

provided1?» transfer°rs . I t  th e credit
received f r o m ^ 8601*011 relates to  ProPerty
llffiitatifvn or more transferors, th e

^ s e c t io n  ? h a ll  bed  111 P a r a g r a p h  (1 )  t h l s
the value1 of t b ?  comPu ted by aggregating  
the decedentth® pr°Perty so transferred to  
determine* x. Tlle aSgregate lim itation  so  
* £ ^ ? h  t £ aU ,be aPP°rtfoned in  accord- 
ferred to °f the ProPerty trans-

6 decedent by each transferor.

“ (d ) V alu a tion  o f p ro p er ty  tran sferred . 
The value of property transferred to  th e  
decedent shall be th e  value used for the  
purpose o f determ ining the Federal estate  
tax liab ility  of th e  esta te , o f th e  transferor 
b u t—

“ (1) There shall be taken  in to  account th e  
effect o f th e tax im posed by sections 810 
and 935, or any estate, succession, legacy, or 
inheritance tax, on  the n e t value to  the  
decedent o f such property:

“ (2) Where such  property is encum bered  
in  any m anner, or where th e  decedent in ­
curs any obligation im posed by th e  trans ­
feror w ith  respect to  such  property, such en ­
cum brance or obligation shall be taken in to  
account in  th e sam e m anner as if the am ount 
of a g ift to  th e  decedent o f such property 
was being determ ined: and

“ (3) if  th e  decedent was th e  spouse of 
th e  transferor a t th e  tim e of th e  transferor’s 
death, th e  n et value o f the property trans ­
ferred to  th e  decedent shall be reduced by 
the am ount allowed under section  812(e) 
(relating to  m arital deductions) as a deduc ­
t io n  from  th e  gross estate o f th e  transferor.

“ (e) P ro p erty  defined. For purposes of 
th is section, th e  term  ‘property’ in cludes any  
beneficial in terest in  property, in clud ing a 
general power of appointm ent (as defined in  
section  8 1 1 (f ) ) .

“ (f) D enia l o f d ed u c tio n  fo r p ro p er ty  p re ­
v io u s ly  taxed . If th e  executor elects the  
credit provided by th is section, th e deduction  
provided by section 812(c) shall not be 
allowed.”

S e c . 2. No interest shall be allowed or paid  
on any overpaym ent resu lting  from  th e  
am endm ent made by th e  first section o f th is  
Act.

S e c . 65. P e r i o d  o f  L i m i t a t i o n  f o r  F i l i n g  
Cl a i m  f o r  Cr e d i t  f o r  S t a t e  D e a t h  T a x e s  
[T e c h n i c a l  A m e n d m e n t s  A c t  o f  1958, Ap ­

p r o v e d  S e p t e m b e r  2, 1958]
* * * * *

(b ) P eriod u n d er 1939 Code. Section  813 
(b ) o f th e  Internal Revenue Code of 1939 
(relating to  period o f lim ita tion s on  credit 
for State d eath  taxes) is  am ended by in ­
serting after paragraph (2) th e  follow ing  
new  paragraph:

“ (3) I f  a cla im  for refund or credit of an  
overpaym ent o f tax im posed by th is chapter  
has been filed w ith in  th e  tim e prescribed in  
section  910, th en  w ith in  su ch  4-year period 
or before th e  expiration o f 60 days from  the  
date of m ailing by certified m ail or registered  
m ail by th e  Secretary or h is  delegate to  th e  
taxpayer of a notice o f th e  disallowance of 
any part of such  claim , or before th e  expi­
ration of 60 days after a decision by any  
court o f com petent jurisdiction  becom es final 
w ith  respect to  a tim ely  su it in stitu ted  upon  
su ch  claim , w hichever is later.”

(c) * * * The am endm ent made by sub ­
section  (b ) shall apply w ith  respect to  es ­
ta tes of decedents dying after February 10, 
1939, and on or before August 16, 1954.

§ 8 1 .8  [A m endm ent]

P a r . 3. Section 8 1 .8 (a ), as am ended  by 
T reasu ry  Decision 6034, approved Ju ly  
29, 1953, is fu r th e r  am ended  by revising 
th e  firs t sen tence  (26 C FR  (1939) 81.8 
( a ) ( 1 ) )  to  re a d  a s  follows: “I f  th e  de ­
ceden t d ied  a f te r  O ctober 21, 1942, th e  
cred its  au th o rized  a g a in s t „the basic es ­
t a te  ta x  im posed by section  810 o r section  
860 a re  to  be deducted  in  th e  following 
o rd e r: F irs t, th e  c red it fo r  es ta te , in h e r ­
itance , legacy, o r succession tax es u n d e r 
§ 81 .9 (a), second, th e  c red it fo r  g if t ta x  
u n d e r p a ra g ra p h  (b) of th is  section, 
th ird , th e  c red it fo r  g ift ta x  u n d e r p a ra ­
g ra p h  (c) of th is  section, fo u rth , if  th e

deceden t d ied a f te r  O ctober 20,1951, th e  
c re d it u n d e r § 81.9(b) fo r  d e a th  ta x e s  
p a id  to  a  fo re ign  country , and , fifth , if  
th e  deceden t d ied  a f te r  D ecem ber 31, 
1951, th e  c re d it u n d e r §§ 81.9a to  81.9f, 
fo r  F ed era l e s ta te  ta x  p a id  on  c e r ta in  
tra n s fe rs  of p ro p erty  to  th e  deceden t.”

§ 8 1 .9  [A m endm ent]

P a r . 4. Sec tion  81.9, as am ended  by 
T reasu ry  D ecision 6034, is f u r th e r  
am ended  as follows :

(A) By am end ing  th e  head in g  th e re o f 
to  re a d  as follows: “C redit fo r  d e a th  
taxes— (a) Taxes paid  a S ta te , Territory', 
th e  D istric t o f C olum bia or a possession  
o f th e  U nited S ta te s— (1) I n  general.”

(B) By in se rtin g  a t  th e  end  of p a r a ­
g ra p h  (a) th e  follow ing:

(2) L im ita tio n  on  cred it i f  a deduc ­
t io n  is allowed under sections 2 an d  4 o f  
Public Law  414 (84th C ong.). I f  a  de ­
du c tio n  is allowed u n d e r sections 2 a n d  4 
of Public  Law 414 (84th C ong .), approved 
F eb ru ary  20, 1956, fo r  S ta te  d e a th  tax es  
p a id  w ith  resp ec t to  a  c h a rita b le  g if t 
(see § 81.37a), sections 3 a n d  4 of P ub lic  
Law 414 su b jec t th e  c re d it fo r  S ta te  
d e a th  tax es  to  special lim ita tio n s. 
U nder these  lim ita tio n s th e  c re d it c a n ­
n o t exceed th e  lea s t of th e  follow ing:

(i) T h e  am o u n t of S ta te  d e a th  ta x e s  
p a id  o th e r  th a n  th o se  fo r  w hich  a  deduc ­
tio n  is allowed u n d e r sections 2 a n d  4 
of P ublic  Law  414;.

(ii) T h e  a m o u n t in d ica ted  in  section  
813(b) to  be th e  m ax im um  c red it allow ­
ab le w ith  resp ec t to  th e  deceden t’s n e t  
e s ta te ; o r

(iii) A n am oun t, A, w hich  bears  th e  
sam e ra tio  to  B (th e  am o u n t w h ich  w ould 
be th e  m ax im um  c red it allow able u n d e r 
section  813(b) If th e  deduction  u n d e r 
sections 2 a n d  4 of P ub lic  Law  414 w ere 
n o t allowed in  com puting  th e  d eceden t’s 
n e t  e s ta te )  as C (th e  a m o u n t o f S ta te  
d e a th  tax es  p a id  o th e r  th a n  th o se  fo r 
w h ich  a  deduction  is allowed u n d e r sec ­
tio n s  2 a n d  4 of P ublic  Law 414) bears 
to  D  (th e  to ta l am o u n t o f S ta te  d e a th  
tax es  p a id ) . F o r th e  pu rpose of th is  
com pu ta tion , in  d e te rm in in g  w h a t th e  
d eceden t’s n e t e s ta te  w ould be if  th e  d e ­
du c tio n  u n d e r sections 2 a n d  4 of P ublic  
Law  414 w ere n o t allowed, a d ju s tm e n t 
m u st be m ade fo r th e  decrease in  th e  
deduction  fo r ch a ritab le  g ifts  u n d e r sec ­
t io n  812(d) o r  861(a) (3) (fo r esta tes  of 
no n resid en ts  n o t citizens) by reaso n  of 
an y  increase  in  F ed era l e s ta te  ta x  w hich  
w ould be ch arged  ag a in s t th e  ch a rita b le  
g ifts.

T h e  ap p lica tio n  of th is  section  m ay  be 
illu s tra te d  by th e  following exam ple:

E xam ple. The decedent died January 1, 
lp54, leaving a gross estate o f $925,000. Ex­
penses, indebtedness, etc., am ounted to  
$25,000. The decedent bequeathed $400,000 
to  h is son w ith  th e  direction th a t th é  son  
bear th e S tate  death  taxes on  th e  bequest. 
The residuary estate was le f t  to  a  charitable  
organization. Except as noted above, a ll 
Federal and State death  taxes were payable 
o u t of th e  residuary estate. The S tate  im ­
posed death taxes of $60,000 on  th e  so n ’s 
bequest and death  taxes of $75,000 on  th e  
bequest to  charity. For purposes o f deter ­
m in ing th e  basic tax, th e  decedent’s n e t  
esta te  (determ ined w ith ou t regard to  th e  
lim ita tion  im posed by subdivision (iii) o f 
th is  subparagraph) is com puted as follow s:
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Gross esta te____________________________ - —---------------------- -------------------- $925, 000. 00
Expenses, indebtedness, etc-------------------------------- ----- »----------- $25,000. 00
E x e m p t io n __________________________________________________  100> 000*
D eduction under sections 2 and 4 o f P.L. 414-------------------------  75, 000. 00
Charitable deduction:

Gross esta te------ -------------------------------------------$925, 000. 00
Expenses, e tc ------------ ----------------- $25, 000. 00
B equest to  son___ __ ___________  400, 000. 00
State death  tax paid from  residue— 75, 000. 00
F ederal e s ta te  ta x  pa id  from  r e s id u e . 122,916.67 622,916.67 302,083.33 502,083.33

N et estate for th e  purpose o f determ in ing th e basic tax -------------------------------  422,916. 67

If th e deduction under sections 2 and 4 of Public Law 414 were not allowed, the decedent’s 
n et estate would be com puted as follow s:

Gross esta te------------------- -------------------------------- -------- ■------------------ —-------$925,000.00
Expenses, indebtedness, etc___------------------ -------------------------- $25,000.00
E x em p tio n _______________________________________________  1°®>
Charitable deduction:

Gross esta te----- --------------------------------------- ----- $925, 000. 00
Expenses, etc______________ _— - $25,000.00
B equest to  son --------- ----------------  400, 000. 00
State death  tax paid from  resid u e .- 75, 000. 00
Federal estate tax paid from residue. 155, 00Q. 00 655,000.00 270,000.00 395,000.00

N et estate for th e  purpose of determ ining th e  basic tax -------- -------— ------------- 530, 000.00

On a n et estate o f $530,000, th e  m axim um  
credit allowable under section 813(b) w ould  
be $15,200. Under th ese facts, th e  credit for 
S tate death  taxes is determ ined as follows:

(1) A m ount of State death taxes
paid other th an  those for 
w hich a deduction is a l ­
lowed under sections 2 and  
4 of P ublic Law 414 
($135,000—$75,000)______ $60, 000. 00

(2) A m ount indicated in  section
813(b) to  be th e  m axim um  
credit allowable w ith  re­
spect to  th e  decedent’s n et  
estate of $422,916.67—_ -—

(3) A m ount determ ined by use
of th e ratio described in  
subdivision (iii)  of th is  
subparagraph

/ J ^ o o o  o Y - - - - -V $135,000 )
(4) Credit for S tate  death  taxes

(least of item s (1 ) through
(3) ab ove)_____________

(C) By am end ing  p a ra g ra p h  (c) to  
re a d  as follows:

(c) C laim  fo r  credit or re fu n d  and  
in te re s t on  re fu n d . (1) In  general. 
T h e  c re d it- is  lim ited  to  such  tax es as 
w ere ac tu a lly  p a id  a n d  c red it th e re fo r 
c la im ed  w ith in  fo u r y ears a f te r  th e  filing 
of th e  re tu rn , excep t as o therw ise p ro ­
vided in  th is  p a ra g ra p h . I f  a  p e tition  
is filed w ith  th e  T a x  C o u rt fo r th e  re ­
d e te rm in a tio n  of a  deficiency w ith in  th e  
tim e  prescribed  by section  871(a). (see 
§81.73), th e  c re d it is lim ited  to  such 
tax es  as w ere ac tu a lly  p a id  an d  c red it 
th e re fo r  claim ed w ith in  fo u r years a f te r  
th e  filing of th e  r e tu rn  o r before th e  
ex p ira tio n  of 60 days a f te r  th e  decision 
of th e  T ax  C o u rt becom es final, w h ich ­
ever period  is th e  la s t  to  expire. I f  an  
ex tension  of tim e h a s  been  g ra n te d  fo r 
p ay m en t of th e  ta x  show n o n  th e  r e tu rn  
o r of a  deficiency u n d e r sec tion  822(a) (2) 
o r section  87 1 (h ), th e  c red it is lim ited  
to  such  tax es as w ere ac tu a lly  p a id  a n d  
c re d it th e re fo r c la im ed  w ith in  fo u r y ears 
a f te r  th e  filing of th e  r e tu rn  or before 
th e  d a te  of th e  ex p ira tio n  of th e  e x te n ­
sion, w hichever period is th e  la s t  to  ex ­
p ire . Should  th e  executor, in  accordance 
w ith  th e  provisions of sections 925 a n d  
926, elect to  postpone th e  p ay m en t of 
th e  F ed era l es ta te  ta x  a ttr ib u ta b le  to  a

reversionary  o r . rem a in d e r in te re st, th e  
c red it allow able ag a in s t th e  ta x  a t ­
tr ib u tab le  to  such  in te re s t is lim ited  to  
esta te , in h eritan ce , legacy, o r succession 
tax es a ttr ib u ta b le  to  such  in te re s t as a re  
ac tu a lly  p a id  an d  c re d it th e re fo r claim ed 
w ith in  fou r years  a f te r  th e  filing of th e  
re tu rn  or p rio r to  th e  ex p ira tio n  of 60 
days a f te r  th e  te rm in a tio n  of th e  
p reced en t in te rest, w hichever period  is 
th e  la s t to  expire. However, if  in  ac ­
co rdance  w ith  sections 925 a n d  926 th e re  
is a  postponem ent, or p ostponem en t an d  
extension, of th e  tim e  fo r p ay m en t of 
such  ta x  a n d  if th e  p reced en t in te re s t d id  
n o t te rm in a te  before Ju ly  5, 1958, c red it 
m ay  be allowed fo r such  tax es as w ere 
ac tu a lly  p a id  a n d  c red it th e re fo r  claim ed 
w ith in  fo u r years a f te r  th e  filing of th e  
re tu rn  o r before th e  ex p ira tio n  of th e  
tim e fo r p ay m en t as postponed  p u rsu a n t 
to  section  925 a n d  as ex tended  (on  a c ­
co u n t of undue  h a rd sh ip ) u n d e r such  
section, w hichever period  is th e  la s t to  
expire. See section  927 of th e  In te rn a l  
R evenue Code a n d  § 81.79(b).

(2) R u le  applicable to  credit fo r  S ta te  
d ea th  ta xes  only. I f  a  c laim  fo r re fu n d  
o r c red it of a n  overpaym en t of th e  F ed ­
e ra l e s ta te  ta x  is tim ely  filed, th e  c red it 
fo r  d e a th  tax es  p a id  to  a  S ta te , T errito ry , 
th e  D is tr ic t of C olum bia, o r a  possession 
of th e  U n ited  S ta te s  is lim ited  to  such  
tax es as w ere ac tu a lly  p a id  a n d  c red it 
th e re fo r c laim ed (i) w ith in  fo u r years 
a f te r  th e  filing of th e  re tu rn , o r (ii) be ­
fo re  th e  ex p ira tio n  of 60 days fro m  th e  
d a te  of m ailing  by certified  o r reg iste red  
m ail of a  no tice  of d isallow ance of any  
p a r t  of th e  claim , o r (iii) before th e  
ex p ira tio n  of 60 days a f te r  a  decision by 
an y  co u rt of co m peten t ju risd ic tio n  be ­
com es fina l w ith  resp ec t to  a  tim ely  su it 
in s titu te d  up o n  th e  claim , w hichever 
period  is th e  la s t to  expire.

(3) R e fu n d  an d  in terest. R efu n d  
based  on  th e  cred it, despite  th e  p rov i ­
sions of sections 910, 911, a n d  912, will 
be m ade if  cla im  th e re fo r  is filed w ith in  
th e  period  provided  fo r filing c laim  fo r 
c red it. S uch  re fu n d s  will be m ade w ith ­
o u t in te re st.

P a r . 5. T h e re  is in se rted  a f te r  § 81.9 
th e  follow ing new  sections:

10,916.67

6 . 755. 56 

6 , 755.56

§ 81 .9a  Credit for tax on prior transfers.

(a) In  general. T he executor of a 
p re se n t deceden t’s es ta te  may elect to 
have  a  c re d it allowed under section 814 
a g a in s t th e  F ed era l es ta te  tax  imposed 
on  th e  p re sen t deceden t’s estate for Fed­
e ra l e s ta te  ta x  p a id  on  the  transfer of 
p ro p e rty  to  th e  p re sen t decedent from a 
tra n s fe ro r  w ho died w ith in  two years be­
fo re  th e  p re sen t decedent’s death, pro­
v ided a ll of th e  following conditions are 
satisfied :

(1) T h e  p re se n t decedent was a citi­
zen o r re s id en t of th e  United States at 
th e  tim e of h is  d ea th ;

(2) rT h e  p re se n t decedent died after 
D ecem ber 31, 1951; an d

(3) T h e  p re sen t decedent was the 
spouse of th e  tra n s fe ro r  a t  the time of 
th e  t ra n s fe ro r’s dea th .

F o r purposes of §§ 81.9a through 81.9f, 
th e  te rm  “F ed era l e s ta te  ta x ” means the 
ta x  im posed by sections 810, 860, and 
935. T h e  w ord “w ith in ” as used in this 
p a ra g ra p h  m eans “d uring”. Therefore, 
if a  d e a th  occurs on  th e  second anniver­
sa ry  of a n o th e r  d ea th , th e  first death is 
considered  to  have occurred within the 
tw o years before th e  second death. See 
§ 81.9e fo r defin ition  of the  terms “prop­
e r ty ” a n d  “tra n s fe r” . There is no re­
q u irem en t t h a t  th e  transferred  property 
be iden tified  in  th e  esta te  of the pres­
e n t deceden t o r th a t  th e  property be in 
ex istence a t  th e  tim e of the decedent’s 
d ea th . I t  is  sufficient th a t  the transfer 
of th e  p ro p e rty  was subjected to Federal 
e s ta te  ta x  in  th e  e sta te  of the transferor 
a n d  t h a t  th e  o th e r conditions set forth 
in  th is  p a ra g ra p h  a re  satisfied. The ex­
ecu to r m u s t subm it such proof as may 
be requested  by th e  d istrict director in 
o rd er to  es tab lish  th e  rig h t of the estate 
to  th e  cred it. No in te rest is allowed or 
p a id  on an y  re fu n d  resulting from the 
app lica tio n  of section 814. If an execu­
to r  elects a  c red it un d er this paragraph, 
th e  deduction  provided by section 812(c) 
(§ 81.41) sh a ll n o t  be allowed for pur­
poses of de te rm in in g  th e  present dece­
d e n t’s n e t  esta te .

(b) L im ita tio n s on credit. The credit 
fo r  ta x  on  p rio r  tran sfe rs  is limited to 
th e  sm aller of th e  following amounts:

(1) T h e  am o u n t of th e  Federal estate
ta x  a ttr ib u ta b le  to  th e  transferred prop­
e r ty  in  th e  tra n s fe ro r’s estate, computed 
as se t fo r th  in  § 81.9b; or ' .

(2) T h e  am o u n t of th e  Federal estate 
ta x  a ttr ib u ta b le  to  th e  transferred prop­
e rty  in  th e  p resen t decedent’s estate, 
com puted  as se t fo r th  in  § 81.9c.

R ules fo r  valu ing  property  for purposes 
of th e  c red it a re  contained in § 81.3m

(c) E xam ple. For an  illustration 
th e  app lica tio n  of th is  section, see 
exam ple in  § 81.9f.

§ 8 1 .9b  First lim itation.
(a) T a x  a ttribu tab le  to  trans/erred 

p roperty  in  transferor’s estate, 
am o u n t of th e  Federal es*at® &
tr ib u ta b le  to  th e  transferred property
th e  t ra n s fe ro r’s es ta te  is the
tio n .” T hus, th e  cred it is limited to«J
am oun t, A, w hich bears the same ^
to  B  (th e  “tra n sfe ro r’s ¡ K f }
esta te  ta x ” , com puted as daim W M  
p a ra g ra p h  (b) of th is  section)
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value of the p roperty  tra n s fe r re d  (see scribed  in  p a ra g ra p h  (c) of th is  sec tio n ). 
§81.9<i)) bears to  D  (th e  “tra n s fe ro r’s S ta te d  a lgebraically , th e  “firs t lim ita -  
adjusted net e s ta te”, com puted  as d e - t io n ” (A) equals

Value of transferred property  (O) 

‘‘‘Transferor’s  a d ju sted  n e t  e s ta te ” (D)
X "Transferor’s adjusted Federal estate ta x ” (B)

(b) Transferor’s a d justed  Federal es­
tate tax. For purposes of th e  ra tio  s ta te d  
in paragraph (a) of th is  section, th e  
“transferor’s ad justed  F edera l e s ta te  
tax” referred to as fac to r “B ” is th e  
amount of the F ederal e s ta te  ta x  p a id  
with respect to th e  tra n s fe ro r’s es ta te  
plus:.

(1) Any credit allowed th e  tra n s fe ro r’s 
estate for gift tax  under sections 813(a) 
and 936(b); and

(2) Any credit allowed th e  t r a n s ­
feror’s estate, under section  814, fo r  ta x  
on prior transfers, bu t only if th e  t r a n s ­
feror acquired p roperty  from  a person  
who died within two years before th e  
death of the p resent decedent.

(c) Transferor’s ad justed  n e t estate. 
For purposes of th e  ra tio  s ta te d  in  p a ra ­
graph (a) of th is section, th e  “t r a n s ­
feror’s adjusted n e t e s ta te ” re fe rred  to  
as factor “D” is the  am oun t of th e  t r a n s ­
feror’s net estate for purposes of th e  ta x  
imposed by section 935, decreased by th e  
amount of any “dea th  ta x e s” p a id  w ith  
respect to his gross es ta te  an d  increased  
by the amount of th e  exem ption  allowed 
under section 935(c) in  com puting  h is 
net estate. The am ount of th e  t r a n s ­
feror’s net estate is de term ined  in  ac ­
cordance with the  provisions of § 81.6. 
The term “death taxes” m eans th e  F e d ­
eral estate tax  (both th e  basic ta x  an d  
the additional tax) plus a ll o th e r es ta te , 
inheritance, legacy, succession, o r s im ila r 
death taxes imposed by an d  p a id  to  an y  
taxing authority, w hether w ith in  o r 
without the United S ta tes. However, 
only the net am ount of such tax es pa id  is 
taken into consideration.

(d) More than one transferor. I f  th e  
credit for tax on p rio r tra n s fe rs  re la te s  
to property received from  m ore th a n  
one transferor (as m igh t be th e  case if 
following the death of h is firs t wife th e  
decedent rem arried and  th e  second wife 
also predeceased th e  decedent, w ith  all 
nree deaths taking place w ith in  a  tw o 

year period), the provisions of th is  sec-
on are to be applied sep ara te ly  w ith

to the Property received from  
each transferor.

(e) Example. For a n  illu s tra tio n  of 
e application of th is  section, see th e

example in § 81.9f.

§ 81.9c Second lim itation.

J ax attributable to  transfer  
Poperiy m  present decedent’s e s t

a ^ r ^  of th e  Federal e s ta te  
in u âble to the tran sfe rred  prope 
“sf™LP1ieSent decedent’s es ta te  is 
i h W , 1r tatlon’’ T h u s- th e  cr< 

m  i !  the difference b e tw e e n -  
§ si estate tax  payab le  (

cedent’̂  ?  5espect to  th e  P ^ s e n t  
gardtl o tate’ determ ined w ithou t 
fers llr.Hi,ny credit for tax  on p rio r tr£ 
foreign Z  ®®ction 814 or any  cred it 
P ro v is io n e ta x e s  claim ed u n d er 
and °* a ^ea,th  tax  convent:

(2) T h e  to ta l e s ta te  ta x  d e term ined  as 
provided  in  su b p a rag rap h  (1) of th is  
p a ra g ra p h , b u t com puted  by su b trac tin g  
fro m  th e  p re sen t deceden t’s gross e s ta te  
th e  value of th e  p ro p erty  tra n s fe rre d  
(see § 81.9d), a n d  by m aking  only th e  
a d ju s tm e n t in d ica ted  in  p a ra g ra p h  (b) 
of th is  section  if a  c h a ritab le  deduction  
is allow able to  th e  e s ta te  of th e  p re sen t 
decedent.

(b) R eduction  o f charitable deduction. 
I f  a  c h a ritab le  deduction  is allow able to  
th e  e s ta te  of th e  p re sen t deceden t u n d er 
th e  provisions of section  8 1 2 (d ), fo r p u r ­
poses of d e term in ing  th e  ta x  described in  
p a ra g ra p h  (a) (2) of th is  section, th e  
c h a ritab le  deduction  otherw ise allow ­
able is reduced  by a n  am oun t, E, w hich 
bears  th e  sam e ra tio  to  F  ( th e  c h a ritab le  
deduction  o therw ise allow able) as G  (th e  
value of th e  tra n s fe rre d  p ro p erty  (see 
§ 81.9d) ) bears to  H  (th e  value of th e  
p re sen t d eceden t’s gross e s ta te  reduced 
by th e  am o u n t of th e  deductions fo r ex ­
penses, indebtedness, taxes, losses, etc., 
allowed u n d e r th e  provisions of section  
8 1 2 (b )).

(c) M ore th a n  one transferor. I f  th e  
c red it fo r ta x  on  p rio r tra n s fe rs  re la te s  
to  p ro p erty  received from  m ore th a n  one 
tra n sfe ro r, th e  p ro p e rty  received from  
a ll such  tra n sfe ro rs  is agg regated  in  de ­
te rm in in g  th e  lim ita tio n  on c re d it u n d er 
th is  section ( th e  “second lim ita tio n ” ). 
However, th e  lim ita tio n  so d e term ined  is 
apportioned  to  th e  p ro p e rty  received 
from  each  tra n s fe ro r  in  th e  ra tio  th a t  
th e  p ro p e rty  received from  each  t r a n s ­
fe ro r bears to  th e  to ta l p ro p erty  received 
from  all tran sfe ro rs .

(d) Exam ple. F o r a n  illu s tra tio n  of 
th e  app lica tio n  of th is  section, see th e  
exam ple in  § 81.9f.

§ 8 1 .9d V aluation o f  property trans­
ferred.

(a) In  general. F o r purposes of sec ­
tion  814 an d  §§ 81.9a th ro u g h  81.9f, th e  
value of th e  p ro p erty  tra n s fe rre d  to  th e  
deceden t is th e  value a t  w hich  such  p ro p ­
e r ty  w as included  in  th e  tra n s fe ro r’s 
gross e s ta te  fo r th e  purpose of th e  F e d ­
e ra l e s ta te  ta x  (see §§ 81.10 an d  81.11) 
reduced  a s  in d ica ted  in  p a ra g ra p h  (b) 
of th is  section. I f  th e  décèden t received 
a  life e s ta te  or rem a in d e r or o th e r 
lim ited  in te re s t in  p ro p erty  included in  
th e  tra n s fe ro r’s gross es ta te , th e  value of 
th e  in te re s t is d e term ined  as of th e  d a te  
of th e  tra n s fe ro r’s d e a th  on  th e  basis of 
recognized v a lu a tio n  p rincip les (see es ­
pecially  p a ra g ra p h s  (i) a n d  (j) of 
§ 81.10). T h e  app lica tio n  of th is  p a ra ­
g ra p h  m ay  be illu s tra ted  by th e  follow ­
ing  exam ples (in  each  of w hich  H  was 
th e  h u sb an d  an d  W  w as th e  wife) :

E xam ple  (1 ) . H died on January 1, 1951, 
leaving Blackacre to  W. The property was 
included in  H ’s gross estate a t a value o f 
$100,000. On Decem ber 1, 1952, W sold  
Blackacre to  C for $150,000. W died on  Jan ­
uary 1, 1953. For purposes o f com puting  
th e  credit against th e  tax  im posed o n  W’s

estate, th e  value o f the property transferred  
to W is $100,000.

E xam ple (2) .  H died on July 1, 1952, leav ­
ing Blackacre to  W for life  and, upon W ’s 
death , rem ainder to  C who was W ’s sister. 
At th e  tim e o f H ’s death , W was 56 years of 
age. T he property was included in  H ’s gross 
estate  a t a value o f $100,000. The part of 
th a t value attributable to  th e  life  estate is  
$44,688 (see paragraph (i) o f section  81.10), 
and th e  part o f th a t value attributable to  
th e remainder is $55,312. W died on Jan ­
uary 1, 1954, and C died on Ju ly 1, 1954. 
For purposes of com puting th e  credit against 
th e  tax im posed on W’s estate, th e  value of 
th e  property transferred to  W is $44,688. 
I t  should  be noted th a t no credit under sec ­
tion  814 is allow able to  C’s estate in  th is  
exam ple since C was not married to  H at the  
tim e of H ’s death.

(b) Special ad ju stm en ts . In  a rriv in g  
a t  th e  value of th e  p ro p erty  tra n s fe rre d  
to  th e  decedent, th e  value a t  w hich  th e  
p ro p e rty  w as included in  th e  tra n s fe ro r’s 
gross e s ta te  (see p a ra g ra p h  (a) of th is  
section) is reduced as follows:

(1) By th e  am o u n t of th e  F ed era l 
e s ta te  ta x  a n d  an y  o th e r es ta te , in h e r ­
itan ce , legacy, o r succession tax es w hich  
w ere payab le  o u t of th e  p ro p e rty  t r a n s ­
fe rred  to  th e  deceden t o r w hich  w ere 
payab le  by th e  deceden t in  connection  
w ith  th e  p ro p e rty  tra n s fe rre d  to  h im . 
F o r exam ple, if  u n d e r th e  t ra n s fe ro r’s 
will o r local law  a ll d e a th  tax es  a re  to  be 
p a id  o u t of o th e r p ro p e rty  w ith  th e  re su lt 
th a t  th e  deceden t receives a  bequest free  
an d  c lea r of a ll d e a th  taxes, no  reduction  
is to  be m ade u n d e r th is  su b p a rag rap h ;

(2) By th e  am o u n t of an y  m a r ita l d e ­
du c tio n  allow ed th e  tra n s fe ro r’s e s ta te  
u n d e r section  8 1 2 (e ) ; an d

(3) (i) By th e  am o u n t of an y  encum ­
b ran ce  on  th e  p ro p e rty  o r by th e  am o u n t 
of an y  ob ligation  im posed by th e  t r a n s ­
fe ro r an d  in cu rred  by th e  d eced en t w ith  
resp ec t to  th e  p ro p erty , to  th e  e x te n t such  
charges would be ta k e n  in to  accoun t if 
th e  a m o u n t of a  g ift to  th e  deceden t of 
such  p ro p e rty  w ere being determ ined .

(ii) F o r purposes of th is  su b p a ra ­
g rap h , a n  ob ligation  im posed by th e  
tra n s fe ro r  a n d  in cu rred  by th e  deceden t 
w ith  resp ec t to  th e  p ro p e rty  includes a  
bequest, etc., in  lieu of th e  in te re s t of 
th e  surv iv ing  spouse u n d e r com m unity  
p ro p e rty  law s, unless th e  in te re s t was, 
im m ediately  p r io r  to  th e  t ra n s fe ro r’s 
d ea th , a  m ere  expectancy. (As to  th e  
c ircum stances u n d e r w hich  th e  in te re s t 
of a  surviving spouse is reg ard ed  as a  
m ere expectancy, see th e  provisions of 
p a ra g ra p h  (b) of § 81.47d w hich  a re  
equally  applicable here .) However, a n  
ob ligation  im posed by th e  tra n s fe ro r  an d  
in cu rred  by th e  deceden t w ith  resp ec t to  
th e  p ro p e rty  does n o t include a  bequest, 
devise, o r o th e r  tra n s fe r  in  lieu of dower, 
curtesy , o r  of a  s ta tu to ry  e s ta te  c rea ted  
in  lieu of dower o r curtesy , o r  of o th e r 
m a rita l r ig h ts  in  th e  tra n s fe ro r’s p ro p ­
e r ty  o r esta te .

(iii) T h e  app lica tio n  of th is  su b p a ra ­
g ra p h  m ay  be illu s tra ted  by th e  follow ­
ing  exam ples:

E xam ple  (1 ) . The transferor devised to  
th e  decedent real estate subject to  a m ort ­
gage. The value o f th e  property transferred  
to  th e decedent does not include th e  am ount 
of the mortgage. If, however, th e  trans ­
feror by h is w ill directs th e  executor to  pay 
off th e  mortgage, such  paym ent constitu tes  
an  additional am ount transferred to  th e  
decedent.
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E xam ple  (2 ) . The transferor bequeathed  
certain  property to  th e  decedent w ith  a d i ­
rection  th a t th e  decedent pay $1,000 to  X. 
The value of th e  property transferred to  th e  
decedent is the value o f th e  property reduced  
by $1 ,000 .

E xam ple ( 3) .  The transferor bequeathed  
.certain  property to  h is w ife, th e  decedent, in  
lieu  of her in terest in  property held  by them  
as com m unity property under th e law  of th e  
S tate o f their residence. The w ife elected to  
relinqu ish  her com m unity property in terest 
and to  take th e  bequest. The value of th e  
property transferred to th e  decedent is the  
value of the property reduced by th e  value of 
th e  com m unity property in terest relin ­
quished by th e w ife.

E xam ple ( 4 ) .  The transferor bequeathed  
h is entire residuary estate to  the decedent, 
o u t o f w hich certain claim s were to  be sa tis ­
fied. The entire distributable incom e of th e  
transferor’s estate (during the period of its  
adm inistration) was applied tow ard the  
satisfaction  of these claim s and th e  rem ain ­
in g  portion of th e cla im s was satisfied by th e  
decedent o u t of her ow n fu nds. Thus, the  
decedent received a larger sum  upon settle ­
m en t o f th e  transferor’s estate th an  she was 
actually  bequeathed. The value of th e  prop ­
erty transferred to  the decedent is th e  value 
a t  w hich such  property was included in  the  
transferor’s gross estate, reduced by the  
am ount o f th e  estate incom e and th e  dece ­
d en t’s ow n funds paid o u t in  satisfaction  of 
th e  claim s.

§ 8 1 .9 e  Property and transfer defined.

(a) P roperty. F o r purposes of section  
814 a n d  §§ 81.9a th ro u g h  81.9f, th e  te rm  
“p ro p e rty ” m ean s an y  beneficial in te re s t 
in  p roperty , includ ing  a  genera l pow er of 
ap p o in tm e n t (as defined in  section  811
( f ) ) over p roperty . T hus, th e  te rm  does 
n o t  include a n  in te re s t in  p ro p erty  con ­
s is tin g  m erely  of a  b are  legal title , such  
as th a t  of a  tru stee . N or does th e  te rm  
include a  pow er of ap p o in tm en t over 
p ro p e rty  w h ich  is n o t  a  gen era l pow er of 
ap p o in tm en t (as defined in  sec tion  811
( f ) ) .  E xam ples of p roperty , as described 
in  th is  p a ra g ra p h , a re  an n u ities , life  
esta tes , e s ta te s  fo r te rm s of years, vested 
o r  c o n tin g en t rem ain d ers  a n d  o th e r 
fu tu re  in te rests .

(b) T ransfer. I n  o rd er to  o b ta in  th e  
c re d it fo r  ta x  on  p rio r  tra n s fe rs , th e re  
m u s t be a  tra n s fe r  of p ro p erty  described 
in  p a ra g ra p h  (a) of th is  sec tion  by o r 
fro m  th e  tra n s fe ro r  to  th e  decedent. 
T h e  te rm  “tra n s fe r” of p ro p e rty  by or 
fro m  a  tra n s fe ro r  m eans any  passing  of 
p ro p e rty  o r a n  in te re s t in  p ro p e rty  u n d e r 
c ircu m stan ces w h ich  w ere such  th a t  th e  
p ro p e rty  o r in te re s t w as included  in  th e  
gross e s ta te  o f th e  tra n s fe ro r . I n  th is  
connection , if  th e  deceden t receives 
p ro p e rty  as a  re su lt of th e  exercise o r 
nonexercise  of a  pow er of ap p o in tm en t, 
th e  donee of th e  pow er (an d  n o t th e  c re ­
a to r)  is deem ed to  be th e  tra n s fe ro r  of 
th e  p ro p erty  if th e  p roperty , su b jec t to  
th e  pow er is includib le in  th e  donee’s 
gross e s ta te  u n d e r section  811(f) ( re la t ­
ing  to  pow ers of a p p o in tm e n t) . T hus, 
n o tw ith s ta n d in g  th e  designation  by local 
law  of th e  cap ac ity  in  w hich  th e  dece ­
d e n t takes, p ro p e rty  received from  th e  
tra n s fe ro r  includes in te re s ts  in  p ro p ­
e r ty  held  by o r devolving upon  th e  dece ­
d e n t: (1) As spouse u n d e r dow er or 
cu rtesy  law s o r law s c rea tin g  a n  e sta te  
in  lieu  of dow er o r cu rtesy ; (2) as s u r ­
v iving te n a n t  of a  ten an cy  by th e  
e n tire ty  o r jo in t ten a n c y  w ith  su rv ivo r ­
sh ip  r ig h ts ; (3) a s  beneficiary  of th e

proceeds of life in su ran ce ; (4) as s u r ­
v ivor u n d e r a n  an n u ity  c o n tra c t;  (5) as 
donee (possessor) of a  gen era l pow er of 
ap p o in tm en t (as defined in  sec tion  811 
( f ) ) ;  (6) as appo in tee  u n d e r th e  exercise 
o f a  g en era l pow er of a p p o in tm en t (as 
defined in  section  8 1 1 ( f ) ) ;  o r  (7) as 
rem a in d e rm an  u n d e r th e  release o r n o n ­
exercise of a  pow er of a p p o in tm en t by 
reaso n  of w hich th e  p ro p erty  is included 
in  th e  gross e s ta te  of th e  donee of th e  
pow er u n d e r section  8 1 1 (f) .

(c) E xam ple. T h e  ap p lica tio n  of th is  
section  m ay be illu s tra te d  by th e  follow ­
ing  exam ple:

E xam ple. H died on  July  1, 1951. He 
devised Blackacre to  B, as trustee w ith  direc ­
tions to  pay th e  incom e therefrom  to W, H’s 
w ife, for life . Upon W’s death, Blackacre is  
to  be sold. W was given a general testa ­
m entary power to  appoint one-th ird  of th e  
proceeds, and a testam entary power, w hich  is 
n o t a general power, to  appoint th e  rem ain ­
ing tw o-th irds of th e  proceeds to  such  of 
H’s issue as she should  choose. W died on  
June 1, 1953. W’s life  estate in  Blackacre 
and her testam entary power over th e  one- 
th ird in terest in  th e  rem ainder constitu te  
“property” received from  H for purposes o f 
th e  credit in  W’s estate. The nongeneral 
testam entary power over th e  rem aining tw o- 
th irds in terest in  th e  proceeds of th e  sale  
does n o t con stitu te  “property” for purposes 
o f th e  credit in  W’s estate.

§ 8 1 .9 f  E xam ple.

T h e  app lica tio n  of §§ 81.9a th ro u g h  
81.9e m ay  be fu r th e r  illu s tra ted  by th e  
following exam ple:

E xam ple  (a) F acts. H died December 1,
1952, leaving a gross estate o f $1,000 ,000 . 
Expenses, indebtedness, etc., am ounted to  
$90,000. H bequeathed $200,000 to  W, h is  
w ife, $100,000 o f w hich qualified for the  
m arital deduction. W died November 1,
1953, leaving a gross ¡estate o f $500,000. Ex­
penses, Indebtedness, etc., am ounted to  
$40,000. W bequeathed $150,000 to  charity. 
H and W were both  citizens of th e  U nited  
States. The estates o f H and W both  paid  
State death  taxes equal to  th e  m axim um  
credit allow able for S tate  death  taxes. 
D eath taxes were not a charge on th e  bequest 
to  W or on th e  bequest to  charity. The exec ­
u tor of W’s estate elects to  apply th e  credit 
provided by section  814 in  determ in ing the  
Federal estate tax on  W’s estate.

(b) “F irst lim ita tio n ” on  cre d it fo r  W’s 
es ta te  (§ 81.9b)— (1) H’s basic e s ta te  tax .

H ’s gross esta te___________ -  $1,000, 000. 00
Expenses, indebtedness, e tc - 90, 000.00

H’s adjusted gross esta te——  910,000.00
M arital deduc ­

t i o n ______ $100 , 0 00 .00
E xem ption___  100, 000. 00 200, 000.00

H’s n et esta te----- ---------------  710,000.00

H’s gross basic estate tax-----  29,100.00
Credit for State death taxes- 23, 280 .0Q

H’s n et basic estate tax pay ­
able ________ _____________ 5, 820. 00

(2) H’s a d d itio n a l e s ta te  tax .

N et estate (com puted in  sam e 
m anner as n e t  estate for 
basic estate tax except for 
difference in  specific exem p­
tion ) ________ ________ —- 750,000.00

H ’s n et additional estate  tax
payable______ ___ _______  204,100.00

(3) H’s  to ta l  e s ta te  ta x  payable.

Sum  of n et basic and n e t ad ­
d itional taxes--------- --------  $209,920.00

(4) C o m p u ta tio n  o f lim ita tion .

“First lim ita tion ” =$209,- 
920.00 (§ 81 .9 b (b )) X

$2 0 0 ,0 0 0 .0 0 - $ 100 ,000.00
(§ 81.9d)

$750,000.00—$209,920.00 
-$23,280.00 +  $60,000.00

(§ 81.9b(c) ) ......................... . 36,393.90

(c) “Second lim ita tio n ” on credit for W’s 
e s ta te  (§ 81.9c)— (1) W’s to ta l estate tax pay­
ab le  as described  in  § 81.9c(a) (1) (previously
ta x ed  tra n sfer  in c lu d ed )— (i) W’s basic
e s ta te  tax .

W’s gross esta te--------- -— ----- $500,000.00
Expenses, indebt ­

edness, etc__ _$40,000.00
Charitable deduc­

t io n —.________  150, 000.00
Exem ption______  100,000.00

'------- -------  290,000.00

W’s net esta te___ .___________  210,000.00

W’s gross basic estate tax_____  4,900.00
Credit for State death taxes— 3,920.00

W’s n et basic estate tax payable. 980.00

(ii) W’s a d d itio n a l e sta te  tax.

N et estate (com puted in  same 
m anner as net estate for basic 
estate tax except for differ­
ence in  specific exemption) — 250,000.00

W’s n e t additional estate tax
payable__________ _________ 60,800.00

(iii) W’s to ta l es ta te  tax  payable.

Sum  of net basic and net ad­
d itional taxes_____________  61,780.00

(2) W’s to ta l es ta te  ta x  payable as de­
scr ib ed  in  § 81c(a ) (2) (previously taxed 
tra n sfer  ex c lu d ed )— (i) W’s basic estate tax.

W ’s  g r o ss  e s t a t e _______________ $400,000.00
Expenses, in debt ­

edness, e tc____ $40,000.00
Charitable deduc ­

t io n  (§ 81.9c(b) )
=  $150,000.00 
— ($150,000.00 X

$ 2 0 0 ,0 0 0 . 0 0  \  

—$100,000.00  ̂
$500,000.00 1
—$40,000.00 /

E xem ption--------

117,391.30

100,000.00 257,391.30

W’s n e t e s ta te ..--------------------  ^*1
8.70

W’s gross basic estate tax-------
Credit for State death taxes—

W ’s n et basic estate tax payable.

2,778.26
2,222.61

555.65

(ii)  W’s a d d itio n a l esta te tax.

N et estate (com puted in  same 
m anner as net estate for 
basic estate tax except for 
difference in  specific exemp- 608i7o 
tion ) -------------------------------  •_— ĝs<

W’s n et additional estate tax ^  ^  35 
payable------------------------ ~~~ 1 ^ =^

1 w ’s to ta l e sta te  tax  

>f n et basic and net addi- 43.260.00
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(3) " S eco n d  l i m i t a t i o n ” .

Subparagraph ( 1 ) -  $ 0 1 ,7 8 0 .0 0
Less: Subpara­

graph (2 )______  4 8 ,2 6 0 .0 0
------------------  $ 1 8 ,5 2 0 .0 0

(d) C r e d it  o f  W ’s  e s t a t e  f o r  t a x  o n  p r i o r  
transfers (§ 8 1 . 9 a { c ) ) .

Credit for tax on  prior tr a n sfe rs=$18,520 .00  
(lower of paragraphs (b ) a n d  ( c ) ) .

Pa r . 6. There is in serted  im m ediately  
after section 208 of th e  T echn ica l 
Changes Act of 1953, a n d  preced ing  sec ­
tion 302(c) of th e  Revenue A ct of 1926 
(as originally en ac ted ), w hich precede 
§81.15, the following:
Publ ic  La w  414 (Ei g h t y -Fo u r t h  Co n g r e s s , 

Se c o n d  S e s s i o n ) ,  Appr o v e d  Fe br u a r y  20, 
1956

Be i t  e n a c te d  b y  t h e  S e n a t e  a n d  H o u s e  o f  
R ep resen ta tive s  o f  t h e  U n i t e d  S t a t e s  o f  
America in  C o n g r e s s  a s s e m b l e d ,  T h a t (a )  
section 208 (b) o f  th e  T ech n ica l C hanges 
Act of 1953 is am ended by s tr ik in g  o u t  
"1950" and insertin g in  lie u  th e r eo f “1947”.

(b) The am endm ent m ade by su b sec tio n  
(a) shall be effective as if  en a cted  as a part  
of section 208(b) o f th e  T ech n ica l C hanges 
Act of 1953.

*  *  *  *  *

Publ ic  Law 901 (E i g h t y -F o u r t h  Co n g r e s s , 
Se c o nd  Se s s i o n ) , Ap pr o v e d  Au g u s t  1,1956

Be it enacted by th e  S en a te  an d  H ouse o f  
Representatives o f th e  U n ited  S ta te s  o f  
America in Congress assem bled , T hat if, in  
the case of property transferred by a dece ­
dent dying after February 10, 1939, refund  
or credit of any overpayment resu lting  from  
the application of subsections (a) and (b) 
of section 7 of the Act entitled  “An Act to  
amend certain provisions o f th e  Internal 
Revenue Code”, approved October 25, 1949 
(63 Stat. 891; Public Law 378, E ighty-first 
Congress), was prevented on October 25, 
1949, by the operation of any law  or ru le of 
law (other than section 3760 of th e Internal 
Revenue Code of 1939, relating to  closing  
agreements, and other than section  3761 of 
such Code of 1939, relating to  com prom ises), 
refund or credit of such overpayment (re ­
duced as provided in section 2) may, never- 
L made or ^ o w e d  if  claim  therefor
is hied within one year from th e  date o f th e
enactment of t h i s  A c t.
. ?• Tk® amount of th e  reduction re-
xened to in the first section of th is  Act is  

glft tex  refunded (together  
statJnverest paid there°n ) by th e  U nited  
eroKR 2 V eason o i th e  Inclusion in  th e  

°f  the value 01 th e  Property 
a u X t S ?  °Ierpayment resulting from  th e  
Jglication of subsections (a) and (b ) o f
1949 °n 7 °f the Act aPPr°ved October 25, 

¿ S A J i  lnterest shall be allowed or

• p p u c t t S l S S ! “ * resulUn8 ,rom  tBe

® « • »  [A m endm ent]

T r m u ^ S f ? 11 8 U 7 > ^  am ended  by 
6078> approved Ju ly  7,

¿ w in g  X « am ended by add ing  th e  
^paragraph a t  th e  ®n d  0f
thereof: Pn (2) of P a rag rap h  (c)

August*lLm «  01 (84til Cong->»approved 
^  wopekv 5L Pnivides th a t  in  thQ ^ s e  
dying after p j ]ansferred by a  deceden t 
0r credit o f ^ « 1X18,17 10, 1939» ** re fu n d  

1 of any overpaym ent resu ltin g

fro m  th e  app lica tio n  of subsections (a) 
a n d  (b) of sec tion  7 of P ublic  Law 378 
w as p rev en ted  on  O ctober 25, 1949, by 
op era tio n  of an y  law  o r ru le  of law  (o th er 
th a n  section  3760, re la tin g  to  closing 
agreem ents, a n d  section  3761, re la tin g  
to  com prom ises), re fu n d  o r c red it of such  
overpaym en t m ay, nevertheless, be m ade 
o r allowed if  c laim  th e re fo r is filed on  o r 
before A ugust 1, 1957. However, th e  
a m o u n t of th e  overpaym ent is reduced  by 
th e  a m o u n t of an y  g ift ta x  re fu n d ed  (to ­
g e th e r w ith  in te re s t p a id  th e reo n ) by 
th e  U nited  S ta te s  by reaso n  of th e  in ­
clusion in  th e  gross e s ta te  of th e  value 
of th e  p ro p e rty  causing  th e  overpaym ent 
resu ltin g  fro m  th e  ap p lica tio n  of subsec ­
tio n s  (a ) a n d  (b) of section-7 of Public 
Law 378. No in te re s t is allowed o r p a id  
on  an y  overpaym ent resu ltin g  from  th e  
ap p lica tion  of P ublic  Law  901.

§ 8 1 .2 0  [A m endm ent]

P a r . 8. S ection  81.20, as am ended by 
T reasu ry  D ecision 6073, is fu r th e r  
am ended  by strik in g  “ 1950” from  th e  
la s t undesig n a ted  p a ra g ra p h  (26 C FR  
(1939) 81.20(b) (4 )) of p a ra g ra p h  (b ), 
a n d  by su b s titu tin g  in  lieu th e reo f 
“ 1947”.

P a r . 9. T h ere  is in se rted  im m ediately  
preced ing  § 81.29 th e  following:
Pu bl ic  La w  414 (Ei g h t y -Fo u r t h  Co n g r e s s ,

Se c o n d  Se s s i o n ) , Appr o v e d  Fe br u a r y  20,
1956

*  $  *  *  *

Se c . 2. S e c tio n  2053 o f  th e  In tern a l R eve ­
n u e  Code o f  1954 (re la tin g  to  d ed u ctio n s  
from  th e  gross e sta te  for  expenses. In d eb ted ­
n ess , an d  ta x es) Is hereb y am en d ed  b y  re ­
d e sig n a tin g  su b sec tio n  (d ) to  b e  su b sec tio n
(e ) a n d  b y  ad d in g  a fter  su b sec tio n  (c ) a new  
su b sec tio n  as fo llow s:

“ ( d ) ' C e r t a i n  S t a t e  d e a t h  t a x e s — (1) G e n ­
e r a l  r u l e .  N o tw ith sta n d in g  th e  prov isions o f  
su b sec tio n  ( c ) ( 1 ) ( B )  o f  th is  sec tio n , for  
pu rp oses o f  th e  ta x  im p osed  by  se c tio n  2001 
th e  v a lu e  o f  th e  ta x a b le  e s ta te  m a y  be d eter ­
m in ed , i f  th e  execu tor  so  e lec ts  before  th e  
ex p ira tio n  o f  th e  period  o f  lim ita t io n  for  
a ssessm en t provided  In se c tio n  6501, by  d e ­
d u c tin g  from  th e  v a lu e  o f  th e  gross e sta te  
th e  a m o u n t (a s d eterm in ed  in  accordance  
w ith  r eg u la tio n s p rescribed  by  th e  Secretary  
or h is  d e leg a te ) o f  a n y  e sta te , su ccessio n , 
legacy  or In h erita n ce  ta x  Im posed  by  a  S ta te  
or T erritory or th e  D istr ic t o f  C olum bia, or  
a n y  p o ssessio n  o f  th e  U n ited  S ta te s , u p o n  a 
tra n sfer  b y  th e  d eced en t fo r  p u b lic , ch a r i ­
ta b le , or re lig io u s u ses  d escrib ed  in  se c tio n  
2055 or 2 1 0 6 (a ) (2 ) .  T h e  e le c tio n  sh a ll be  
exercised  in  accordance w ith  reg u la tio n s p re ­
scr ib ed  b y  th e  S ecretary  or h is  d e legate .

“ (2 ) C o n d i t i o n  f o r  a l l o w a n c e  o f  d e d u c t i o n .  
N o d e d u ctio n  sh a ll b e  a llow ed  u n d er  para ­
graph  (1) for  a  S ta te  d e a th  ta x  sp ecified  
th e r e in  u n le ss  th e  decrease in  th e  ta x  im ­
p o sed  by  se c tio n  2001 w h ic h  r esu lts  from  th e  
d e d u ctio n  provided  for  in  paragraph (1 ) w ill  
in u re  so le ly  for  th e  b en e fit  o f  th e  p u b lic , 
ch a r ita b le , or re lig io u s transferees described  
in  se c tio n  2055 or se c tio n  2106(a ) ( 2 ) .  In  a n y  
case  w h ere  th e  ta x  im p osed  by  se c tio n  2001 
is  eq u ita b ly  ap p o rtio n ed  am ong  a ll th e  tr a n s ­
ferees o f  property  in c lu d ed  in  th e  gross e sta te , 
in c lu d in g  th o se  descr ib ed  in  se c tio n s  2055  
a n d  2 1 0 6 (a ) (2 ) (ta k in g  in to  a cco u n t an y  
ex em p tio n s, cred its, or d ed u ctio n s  a llow ed  by  
t h is  c h a p te r ), In  d e ter m in in g  su ch  decrease , 
th e r e  sh a ll b e  d isregarded  a n y  decrease In th e

Federal e sta te  ta x  w h ich  a n y  transferees  
o th er  th a n  th o se  described  in  se c tio n s  2055 
and  2106(a ) (2 ) are req u ired  to  pay.

“ (3 ) E f f e c t  o f  d e d u c t i o n  o n  c r e d i t  f o r  S t a t e  
d e a t h  t a x e s .  See se c tio n  2 011(e) for th e  effect 
o f  a  d e d u ctio n  ta k e n  u n d er  th is  su b sec tio n  
o n  th e  cred it for  S ta te  d e a th  ta x es .” 

* * * * *

Se c . 4. T h e a m en d m en ts  to  th e  In terna l. 
R even u e  Code o f  1954 m ade by se c tio n s  2 an d  
3 o f th is  A ct, and  prov isions h a v in g  th e  sam e  
effect as th is  am en d m en t, w h ich  sh a ll be  
considered  to  be in c lu d ed  in  ch ap ter  3 o f  
th e  In tern a l R ev en u e  Code o f  1939, sh a ll  
app ly to  th e  e s ta te s  o f  a ll d eced en ts dy in g  
a fter  D ecem ber 31, 1953.

§ 8 1 .3 7  [A m endm ent]

P a r . 10. T he la s t sen tence of § 81.37 is 
am ended  to  read  as follows: “E xcept as 
o therw ise provided in  § 81.37a w ith  re ­
spect to  c e r ta in  d e a th  tax es  p a id  on  
charitab le , etc., tra n s fe rs , n o  e sta te , suc ­
cession, legacy, or in h e ritan ce  ta x  is 
deductib le.”

P a r . 11. T h ere  is in se rted  a f te r  § 81.37 
th e  following new  section:

§ 81 .3 7 a  D eduction for certain State 
death taxes.

(a) G eneral rule. I f  th e  deceden t died 
a f te r  D ecem ber 31, 1953, a  deduction  is 
allowed h is  e s ta te  u n d er sections 2 a n d  4 
of Public Law 414 (84th C ong .), approved 
F e b ru a ry  20, 1956, fo r  th e  a m o u n t of 
an y  esta te , succession, legacy, or in h e r ­
i tan ce  ta x  im posed by a  S ta te , T errito ry , 
th e  D istric t of Colum bia, or an y  posses ­
sion of th e  U nited  S ta te s  up o n  a  tra n s fe r  
by th e  deceden t fo r  ch aritab le , etc., uses 
described in  section  812(d) o r 861(a) (3) 
(re la tin g  to  th e  esta tes  of nonresiden ts 
n o t c itizen s), b u t only if  (1) th e  cond i ­
tio n s  s ta te d  in  p a ra g ra p h  (b) of th is  
section  a re  m et, a n d  (2) a n  election  is 
m ade in  accordance w ith  th e  provisions 
of p a ra g ra p h  (c) of th is  section. See 
sections 3 an d  4 of Public  Law 414 a n d  
§ 81.9(a) (2) fo r  th e  effect w hich th e  
allow ance of th is  deduction  h a s  upon  
th e  c red it fo r  S ta te  d e a th  taxes.

(b) C ondition fo r  allowance o f deduc ­

tion. (1) T he deduction  is n o t allowed 
unless e ith e r—

(i) T he en tire  decrease in  th e  F ed ­
e ra l e s ta te  ta x  resu ltin g  fro m  th e  allow ­
ance of th e  deduction  in u res solely to  
th e  benefit of a  ch aritab le , etc., t r a n s ­
feree  described in  section 812(d) or 
8 6 1 (a )(3 ), o r

(ii) T h e  F edera l es ta te  ta x  is equi­
tab ly  apportioned  am ong all th e  tr a n s ­
ferees (including  th e  deceden t’s surv iv ­
in g  spouse an d  th e  ch aritab le , etc., 
tran sfe rees ) of p ro p erty  included in  th e  
deceden t’s gross estate.

F o r allow ance of th e  deduction, i t  is suffi­
c ien t if  e ith e r of these  conditions is s a tis ­
fied. T hus, in  a  case w here th e  e n tire  
decrease in  F edera l es ta te  ta x  in u res to  
th e  benefit of a  c h a ritab le  tran sfe ree , 
th e  deduction  is allow able even th o u g h  
th e  F ed era l e s ta te  ta x  is n o t equitably 
apportioned  am ong a ll th e  tran sfe rees  
o f p ro p erty  included in  th e  deceden t’s
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gross esta te . S im ilarly , if  th e  F ed era l 
e s ta te  ta x  is equitab ly  ap p o rtio n ed  
am ong a ll th e  tran sfe rees  of p ro p e rty  in ­
c luded in  th e  deceden t’s gross e s ta te , th e  
deduction  is allow able even th o u g h  a  
n o n c h a ritab le  tra n s fe re e  receives som e 
benefit from  th e  allow ance of th e  
deduction .

(2) F o r purposes of th is  p a ra g ra p h , 
th e  F ed era l e s ta te  t a x  is considered  to  
be equitab ly  apportioned  am ong a ll th e  
tra n s fe re es  (includ ing  th e  d eceden t’s 
su rv iv ing  spouse a n d  th e  c h a ritab le , etc., 
tran sfe rees )  of p ro p e rty  included  in  th e  
deced en t’s gross e s ta te  only if each  
tra n s fe re e ’s sh a re  of th e  ta x  is based 
u p o n  th e  n e t  am o u n t of h is  bequest su b ­
je c ted  to  th e  ta x  ( tak in g  in to  accoun t 
a n y  exem ptions, cred its , o r deductions 
allow ed by c h a p te r  3 ) . See exam ples (2) 
th ro u g h  (5) of p a ra g ra p h  (e) of th is  
section.

(c) E xercise o f election. T he  election  
to  tak e  a  deduction  fo r a  S ta te  d e a th  ta x  
im posed upon  a  tra n s fe r  fo r ch a ritab le , 
etc., uses sh a ll be exercised by th e  execu ­
to r  by th e  filing of a  w ritte n  n o tifica tio n  
to  th a t  effect w ith  th e  d is tr ic t d irec to r of 
in te rn a l  revenue in  whose d is tr ic t th e  
e s ta te  ta x  re tu rn  fo r  th e  deceden t's  es ­
t a te  w as filed. T h e  n o tifica tio n  sh a ll be 
filed before th e  ex p ira tio n  of th e  period 
of lim ita tio n  fo r assessm ent provided  in  
sec tion  874 (usually  3 years fro m  th e  la s t 
day  fo r  filing th e  r e tu rn ) .  T h e  election 
m ay  be revoked by th e  execu to r by th e  
filing of a  w ritte n  n o tifica tion  to  th a t  
effect w ith  th e  d is tr ic t d irec to r a t  any  
tim e  before th e  ex p ira tio n  of such  period.

(d) A m o u n t o f S ta te  d ea th  ta x  im ­
posed upon  a tra n sfer . I f  a  S ta te  d e a th  
ta x  is im posed u p o n  th e  tra n s fe r  of th e  
deced en t’s en tire  e s ta te  a n d  n o t upon  th e  
t r a n s fe r  of a  p a r tic u la r  sh a re  th e reo f, th e  
S ta te  d e a th  ta x  im posed u p o n  a  tra n s fe r  
fo r  ch a ritab le , etc., uses is deem ed to  be 
a n  am oun t, E, w hich  bears  th e  sam e ra tio  
to  F  (th e  am o u n t of th e  S ta te  d e a th  ta x  
im posed w ith  resp ec t to  th e  tra n s fe r  of 
th e  e n tire  e s ta te )  as G  (th e  value of th e  
c h a ritab le , etc., tra n s fe r , reduced  as p ro ­
vided in  th e  n e x t sen tence) bears  to  H 
( th e  to ta l  value of th e  p roperties, in ­
te re s ts , a n d  benefits sub jec ted  to  th e  
S ta te  d e a th  ta x  received by a ll persons 
in te re s te d  in  th e  e sta te , reduced  as p ro ­
v ided in  th e  la s t sen tence  of th is  p a r a ­
g ra p h ) . I n  a rriv in g  a t  am o u n t G  of th e  
ra tio , th e  value of th e  ch aritab le , etc., 
t r a n s fe r  is reduced  by th e  am o u n t of any  
d ed u c tio n  or exclusion allow ed w ith  r e ­
sp ec t to  such  p ro p e rty  in  d e term in ing  
th e  a m o u n t of th e  S ta te  d e a th  ta x . I n  
a rriv in g  a t  am o u n t H  of th e  ra tio , th e  
to ta l  value of th e  p roperties, in te re s ts , 
a n d  benefits sub jec ted  to  S ta te  d e a th  ta x  
received by all persons in te re s ted  in  th e  
e s ta te  is reduced  by th e  am o u n t of a ll 
deductions a n d  exclusions allowed in  d e ­
te rm in in g  th e  a m o u n t of th e  S ta te  d e a th  
ta x  on  accoun t of th e  n a tu re  of a  bene ­
fic iary  o r a  benefic iary’s re la tio n sh ip  to  
th e  decedent.

(e) E xam ples. T h e  app lica tio n  of th is  
sec tion  m ay  be illu s tra te d  by th e  follow ­
ing  exam ples:

E xam ple ( 1) .  The decedent’s gross estate  
was valued a t  $200,000. He bequeathed  
$90,000 to  a nephew , $10,000 to  Charity A,

and th e  remainder o f h is  estate to  Charity B. 
S tate inheritance tax in  th e  am ou n t of 
$13,500 was im posed upon th e bequest to  
th e  nephew , $1,500 upon th e  bequest to  
C harity A, and $15,000 upon th e  bequest to  
Charity B. Under th e  wiU and local law, 
each legatee is  required to  pay th e  S tate  
inheritance tax  on  h is bequest, and th e  Fed ­
eral estate tax is to be paid o u t of th e  residu ­
ary estate. Since th e  entire burden o f paying  
the Federal estate tax fa lls  on Charity B, i t  
fo llow s th a t th e  decrease in  th e  Federal estate  
tax  resu lting  from  th e  allowance of deduc ­
t ion s for State death  taxes in  th e  am ounts 
of $1,500 and $15,000 w ould  inure solely  for 
th e  benefit o f Charity B- Therefore, deduc ­
tions of $1,500 and $15,000 are allowable 
under sections 2 and 4 of P ublic Law 414. 
If, in  th is  exam ple, the State death  taxes 
as w ell as th e  Federal estate tax were to  be  
paid ou t of th e  residuary estate, th e  resu lt 
w ould be th e  sam e.

E xam ple  (2 ) . The decedent’s gross estate  
was valued a t $350,000. Expenses, in debted ­
ness, etc., am ounted to  $50,000. The entire  
estate was bequeathed in  equal shares to  a 
son, a daughter, and Charity C. S tate  in ­
heritance tax  in  th e  am ount o f $2,000 was 
im posed upon th e  bequest to  th e  son, $2,000 
uppn th e  bequest to  th e  daughter, and $5,000 
upon th e  bequest to  Charity C. Under the  
w ill and local law, each legatee is required to  
pay h is own State inheritance tax and h is  
proportionate share o f th e  Federal estate tax  
determ ined by tak ing in to  consideration th e  
n et am ount of h is  bequest subjected to  the  
tax. Since each legatee’s share o f th e  Fed ­
eral estate tax is  based upon th e  n et am ount 
of h is  bequest subjected to  th e tax (note  
th a t th e  deductions under sections 2 and 4 
of Public Law 414 and under-section 812(d) 
w ill have th e  effect of reducing Charity CPs 
proportionate share o f th e  ta x ) , th e  tax  is  
considered to  be equitably apportioned. 
Thus, a deduction  of $5,000 is allowable under  
sections 2 and 4 o f P ublic Law 414. This 
deduction together w ith  a deduction of 
$95,000 under section 812(d) (charitable de ­
duction) w ill m ean th a t none o f Charity C’s

taxes are payable o u t o f the residuary es 
ta te  and therefore they  would reduce the 
am ount w hich  w ould  become the corpus of 
th e  trust. If th e deduction for the State 
death  tax on  th e  charitable bequest Is al. 
lowed in  th is  case, some portion of the de­
crease in  th e  Federal estate tax would inure 
to  th e  benefit o f X  since the allowance of 
th e  deduction w ould increase the size of 
th e  corpus from  w hich  X  is to receive the 
incom e for life . Also, the Federal estate tax 
is  n o t considered to  be equitably appor­
tioned  in  th is  case since each legatee’s share 
of th e  Federal estate tax is not based upon 
th e  n et am ount of h is bequest subjected to 
th e  tax (note th a t the deductions under sec­
tions 2 and 4 o f Public Law 414 and under 
section  812(d) w ill not have the effect of 
reducing th e  charity’s  proportionate share 
of th e  ta x ) . Inasm uch as some of the de­
crease in  th e  Federal estate tax payable 
w ould inure to  the benefit of X, and inas­
m uch  as there is no equitable apportionment 
of th e  tax, no deduction is allowable under 
sections 2 and 4 of Public Law 414.

E xam ple  (5 ) . The decedent’s gross estate 
was valued a t $750,000. Expenses, indebt­
edness, etc., am ounted to  $50,000. The de­
cedent bequeathed $350,000 of his estate to 
h is  surviving spouse and the remainder of 
h is  estate equally to  h is son and Charity 
D. State inheritance tax in  the amount of 
$7,000 was im posed upon the bequest to 
th e  surviving spouse, $26,250 upon the be­
quest to  th e  son, and $26,250 upon the be­
quest to  Charity D. The will was silent 
concerning th e  paym ent of taxes. In such 
a case, th e  local law provides that each 
legatee shall pay h is  own State inheritance 
tax. The local law  further provides for 
an apportionm ent of the Federal estate 
tax  am ong th e  legatees of the estate, tinder 
th e  apportionm ent provisions, the surviving 
spouse is n o t required to bear any part of 
th e  Federal estate tax with respect to her 
$350,000 bequest. I t should be noted, how­
ever, th a t th e  m arital deduction allowed to 
th e  decedent’s estate by reason of the be­
q u est to  th e  surviving spouse is limited

bequest is subjected to  Federal estate tax. { to  $343,000 ($350,000 bequest less $7,000
S ta te  inheritance tax payable by the sur­
v iving sp ou se). Thus, the bequest to the 
surviving spouse is subjected to the Federal 
esta te  tax in  th e  n et amount of $7,000. If 
th e  deduction  for State death tax on the 
charitable bequest is allowed In this case, 
som e portion of th e decrease in the Federal 
estate tax w ould inure to the benefit of we 
son. T he Federal estate tax is not con- 
sidered to  be equitably apportioned in .W  
case since each legatee’s  share of the FM- * 
eral estate tax  is  not based upon the 
am ou n t o f h is bequest subjected to 
tax  (note th a t th e  surviving spouse is w 
pay no ta x ) . Inasm uch as some 0I 
decrease in  th e  Federal estate tax Pai  . 
w ould  inure to  th e  benefit of s0“’ . 
inasm uch as there is no equitable PP° 
tion m en t o f th e  tax, no deduction u  
able under sections 2 and 4 of 1
414.

P a r . 12. T h ere  is inserted immediately] 
p reced ing  § 81.47a th e  following. 1 
P u b l i c  L a w  85-318, A p p r o v e d  F e b r u a r y  m  

1958

Be i t  en a cted  b y  th e  Senate and House I 
R e p resen ta tiv e s  o f th e  United 
A m erica  in  C ongress assem bled, id * 
tion  8 1 2 (e )(1 ) (D) of 
Code o f 1939 (relating to  be^ueS“ jition8l 
in terest to  a surviving spouse ded
on  survival for a lim ited period) foUoWmg:-; 
by adding a t the end thereof the f _ |

“For th e  purposes of subpara^aph ^ . 
an  event or contingency shall n the] 
sidered an  event or J  #  ’
occurrence o f w hich an inte

Hence, th e  son  and th e  daughter w ill bear 
th e  entire estate tax.
' E xam ple (9) .  The decedent bequeathed  
h is  property in  equal shares, after paym ent 
of a ll expenses, to  a  son, a  daughter, and a  
charity. S ta te  inheritance tax o f $2,000 was 
im posed upon th e  bequest to  th e  son, $2,000 
u p on  th e  bequest to  th e  daughter, and  
$15,000 upon th e  bequest to  th e  charity. 
Under th e  wifi and local law, each beneficiary  
pays the State* inheritance tax on  h is  bequest 
and th e  Federal estate tax is to  be paid ou t  
of th e  estate as an  adm inistration  expense. 
If  th e  deduction for State death  tax on  th è  
charitable bequest is allowed in  th is  case, 
som e portion o f th e  decrease in  th e  Federal 
estate tax w ould inure to  th e  benefit o f the  
son  and th e  daughter. T he Federal estate  
tax is n o t considered to  be equitably ap ­
portioned in  th is  case since each legatee’s 
share o f th e  Federal estate tax is n o t based 
upon th e  n et am ount o f h is  bequest su b ­
jected to  the tax (note th a t the deductions  
under sections 2 and  4 o f P ublic Law 414 
and under section  812(d) w ill not have th e  
effect o f reducing th e  charity’s proportion ­
a te  share o f th e  ta x ) . Inasm uch as som e of 
th e decrease in  th e  Federal estate tax  pay ­
able w ould  Inure to  th e  benefit o f th e  son  
and th e  daughter, and inasm uch as there is 
no equitab le apportionm ent of th e  tax, n o  
deduction  is  allowable under sections 2 and  
4 o f Public Law 414.

E xam ple  (4 ). The decedent bequeathed  
h is  entire residuary estate In tru st to  pay  
th e  incom e to  X  for life  w ith  rem ainder to  
charity. The S tate  im posed inheritance  
taxes o f $2,000 upon th e  bequest to  X  and  
$10,000 upon th e  bequest to  charity. Under  
th e  w ill and local law, a ll State and  Federal
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the surviving spouse w ill term inate or fail 
lf-

“(iii) Within six m onths after th e  date  
ot the decedent’s death, such  event or con ­
tingency becomes im possible o f occurrence; 
and

«(Iv) The decedent was adjudged incom ­
petent before April 2, 1948, and was not  
restored to competency before h is death.”

Sec . 2. The amendment m ade by th is Act 
shall apply with respect to  decedents dying  
after April 2, 1948.

Sec. 3. No interest shall be allowed or paid  
on any overpayment resulting from  th e  
amendment made by th is Act.
Sec . 93. Be q u e s t s , e t c ., t o  S u r v i v i n g  S p o u s e  

[Te c h nic a l  Am e n d m e n t s  A c t  o f  1958, A p - 
peoved  Se pt e m b e r  2, 1 9 5 8 ].

(a) Amendment o f 1939 Code. Section  
812(e) (1) (P) of the Internal R evenue Code 
of 1939 (relating to trust w ith  power o f ap ­
pointment in surviving spouse) is amended  
to read as follows:

“(F) Life esta te w ith  pow er o f a p p o in t ­
ment in surviving spouse. In  th e  case o f an  
Interest in property passing from th e  dece ­
dent, if his surviving spouse is en titled  for 
life to all the income from  th e  entire in ­
terest, or all the income from a specific por­
tion thereof, payable annually or a t  more 
frequent intervals, w ith power in  th e  surviv ­
ing spouse to appoint th e entire interest, or 
such specific portion (exercisable in  favor o f 
such surviving spouse, or o f th e  estate o f 
such surviving spouse, or in  favor o f either, 
whether or not in  each case th e  power is 
exercisable in favor of others), and w ith  no  
power in any other person to  appoint any  
part of the interest, ot  such specific portion, 
to any person other th an  th e  surviving  
spouse—

"(i) The interest or such portion thereof 
so passing shall, for purposes o f subpara ­
graph (A), be considered as passing to  th e  
surviving spouse, and

(ii) No part of the interest so passing  
Mall, for purposes of subparagraph (B) ( i ) ,  
m considered as passing to  any person other  
than the surviving spouse.

TWs subparagraph shall apply only  if  su 
power in the surviving spouse to  appoint 1 
.. 0 interest, or such specific port! 
mereof, whether exercisable by w ill or duri 
X — le by such spouse alone and

I J S h f S f 1ta? d a te • a m e n d m e n t  m a d
; e s ta S  (a) Sha11 a p p ly  w i th  r e s p e c t  t  
i 1948 w C 6ndents d y in S a f t e r  A P r l l  : 
or«edhd^  0re AugUSt 17> 1954- If refun 
the am>iipi+fn y  S P W * “ ®«* r e s u l t i n g  f r o i  
ventedPn !  « i01!, ° I  s u c h  ^ e n d m e n t  i s  p re  
Act nr t h e d a t e  t h e  e n a c t m e n t  o f  t h l

date bv t h l time w ith in  one year fro m  suc 
law (othw th°Peratl(in  of any law  o r ru le  c 
¿venue% ih / ectlon 3760 of th e  In te rn s  
Internal n ! r !  ° f 1939 OT section  7121 o f th  
closing aer: r er Code o£ 1954, re la tin g  t  
3761 of thp r ^ ntS’ and  o th e r th a n  sectio: 
« • c i S y S & S 1 ? e7 enue Code of 193 
of 1954 relatin?+«he In te rn a l R evenue Cod 
credit of *la™g **> compromises), re fu n d  o 
l0«, be made °v^ aym e n t m ay, n everthe  
filed Withhf nn! 0Wed “  claim  th e re fo r i 
enactment of th iye.^ .  a fte r th e  d a te  o f th  
allowed S  p a i i L r , ^ '  N°  in te re s t sh all b 
ing from d n  any overpaym ent re s u lt 
Roi th  enaCtment of tW s section  

I '47a [Am endm ent]

J by Tre^urv^r»011- ?1-47a’ as a m e n d »
August U 9 5 4 ^ S t t ,  6082’ approve< 

I (A) By S r S  ffur th e r  am ended—
l ^ e  second ^ e n te u  *W ord “ t r u s t s ” h
|[2) (26CPR a w ? ? ,  ?£ P a rag rap h  (h  
Inserting in i K ? M 7 a? >  (2> <*>> am

(B) By thereof “life in te re s ts” 
read as follows^n<3ing PftragraPh  <c> fa 

No. 12— 10

(c) M arita l deduction; life  esta te  w ith  
pow er o f a p p o in tm en t in  surviving  
spouse— ( i)  In  general. E xcep t as 
otherw ise provided in  su b p a rag rap h  (10) 
o f th is  p a ra g ra p h  (p e rta in in g  to  esta te s  
of decedents dying  a f te r  D ecem ber 31, 
1947, an d  on  or before A pril 1, 1948), if 
a n  in te re s t in  p ro p e rty  passes from  
th e  deceden t to  h is  surviving spouse 
(w hether o r  n o t in  tru s t)  an d  th e  spouse 
is en titled  fo r life to  a ll th e  incom e from  
th e  e n tire  in te re s t o r a ll th e  incom e from  
a  specific p o rtio n  of th e  e n tire  in te rest, 
w ith  a  pow er in  h e r  to  a p p o in t th e  e n tire  
in te re s t o r th e  specific p o rtion , th e  in ­
te re s t w hich  passes to  h e r  is u n d e r th e  
provisions of sec tion  8 1 2 (e )(1 )(F ) , a s  
am ended  by section  93(a) of th e  T ech ­
n ica l A m endm ents A ct of 1958, a  d ed u c t ­
ib le in te re s t, to  th e  e x te n t th a t  i t  sa tis ­
fies a ll fine of th e  conditions se t fo r th  
below (see su b p a rag rap h  (2) of th is  
p a ra g ra p h  if  one o r m ore of th e  cond i ­
tions is satisfied  as to  only a  p o rtio n  of 
th e  in te r e s t ) :

(1) T he  surv iv ing  spouse m u st be en ­
t itle d  fo r life to  a ll o f th e  incom e from  
th e  en tire  in te re s t o r  a  specific po rtion  
of th e  en tire  in te re st, o r  to  a  specific 
p o rtio n  of a ll th e  incom e from  th e  en tire  
in te rest.

(ii) T h e  incom e payab le  to  th e  su r ­
viving spouse m u st be payable an n u a lly  
o r a t  m ore freq u en t in tervals .

(iii) T he surv iv ing  spouse m u st have 
th e  pow er to  ap p o in t th e  e n tire  in te re s t 
o r  th e  specific p o rtio n  to  e ith e r h erse lf 
o i  h e r  esta te .

(iv) T he  pow er in  th e  surviving spouse 
m u st be exercisable by h e r  a lone an d  
(w h eth er exercisable by will o r  d u rin g  
life) m u st be exercisable in  a ll events.

(v) T h e  en tire  in te re s t o r th e  specific 
p o rtio n  m u st n o t be su b jec t to  a  pow er 
in  an y  o th e r  person  to  a p p o in t an y  p a r t  
to  an y  person  o th e r th a n  th e  surviving 
spouse.

(2) Specific  portion ; deductible  
am oun t. I f  e ith e r th e  r ig h t  to  incom e 
o r th e  pow er of a p p o in tm en t passing  to  
th e  surv iv ing  spouse p e r ta in s  only to  a  
specific p o rtio n  of a  p ro p e rty  in te re s t 
passing  fro m  th e  decedent, th e  m a r ita l 
deduction  is allow ed only to  th e  e x ten t 
th a t  th e  r ig h ts  in  th e  surv iv ing  spouse 
m eet all of th e  five conditions described 
in  su b p a ra g ra p h  (1) of th is  p a ra g ra p h . 
W hile th e  r ig h ts  over th e  incom e a n d  th e  
pow er m u st coexist a s to  th e  sam e in te r ­
e st in  p roperty , i t  is n o t necessary  th a t  
th e  rig h ts  over th e  incom e o r th e  pow er 
as to  such  in te re s t be in  th e  sam e p ro ­
portion . However, if  th e  r ig h ts  over in ­
com e m eeting  th e  requ ired  conditions 
se t fo r th  in  su b p a ra g ra p h  (1) (i) a n d  (ii) 
of th is  p a ra g ra p h  ex tend  over a  sm aller 
sh a re  of th e  p ro p erty  in te re s t th a n  th e  
sh a re  w ith  respect to  w hich  th e  pow er of 
ap p o in tm en t req u irem en ts se t fo r th  in  
su b p a ra g ra p h  (1) (iii) th ro u g h  (v) of 
th is  p a ra g ra p h  a re  satisfied, th e  deduc ­
tib le  in te re s t is lim ited  to  th e  sm aller 
sh are . Correspondingly, if  a  pow er of 
ap p o in tm en t m eeting  a ll th e  req u ire ­
m en ts  ex tends to  a  sm aller po rtio n  of th e  
p ro p e rty  in te re s t th a n  th e  p o rtio n  over 
w hich  th e  incom e rig h ts  p e rta in , th e  de ­
ductib le in te re s t ca n n o t exceed th e  value 
of th e  p o rtio n  to  w hich  such  pow er of 
ap p o in tm e n t applies. T hus, if  th e  de ­

ceden t leaves to  h is  surviving spouse th e  
r ig h t to  receive an n u a lly  a ll of th e  in ­
com e from  a  p a r tic u la r  p ro p e rty  In te re s t 
an d  a  power of ap p o in tm en t m eeting  th e  
specifications prescribed  in  su b p a ra ­
g rap h  (1) (iii) th ro u g h  (v) of th is  p a ra ­
g rap h  as to  only o n e -h a lf  of th e  p ro p erty  
in te rest, th e n  only o n e -h a lf  of th e  p ro p ­
e r ty  in te re s t is tre a te d  a s  a  deductible 
in te rest. C orrespondingly, if  th e  incom e 
in te re s t of th e  spouse sa tisfy in g  th e  r e ­
qu irem en ts  ex tends to  only o n e -fo u rth  
of th e  p ro p e rty  in te re s t a n d  a  te s ta m e n ­
ta ry  pow er of a p p o in tm en t satisfy ing  
th e  req u irem en ts  ex tends to  a ll of th e  
p ro p e rty  in te re s t, th e n  only o n e -fo u rth  
of th e  in te re s t in  th e  spouse qualifies as 
a  deductib le in te re s t. F u rth e r , i f  th e  
surviving spouse h a s  n o  r ig h t to  incom e 
from  a  specific p o rtio n  of a  p ro p e rty  in ­
te re s t b u t a  te s ta m e n ta ry  pow er of a p ­
p o in tm en t w hich  m eets th e  necessary  
conditions over th e  e n tire  in te re s t, th e n  
none  of th e  in te re s t qualifies fo r  th e  
deduction . I n  add ition , if, fro m  th e  
tim e  of th e  d eceden t’s d e a th , th e  surv iv ­
in g  spouse h a s  a  pow er of a p p o in tm en t 
m eeting  a ll of th e  req u ired  conditions 
over th re e -fo u rth s  of th e  en tire  p ro p e rty  
in te re s t a n d  th e  p rescribed  incom e rig h ts  
over th e  e n tire  in te re s t, b u t w ith  a  pow er 
in  a n o th e r  p erson  to  ap p o in t o n e -h a lf  
of th e  e n tire  in te re s t, th e  value of th e  
in te re s t in  th e  surv iv ing  spouse over 
only o n e -h a lf  of th e  p ro p e rty  in te re s t 
will qualify  a s  a  deductib le  in te re s t.

(3) D efin ition  o f “specific po rtio n ”. 
A  p a r t ia l  in te re s t In  p ro p e rty  is n o t  
tre a te d  as a  specific p o rtio n  of th e  e n tire  
in te re s t unless th e  r ig h ts  of th e  surv iv ­
ing  spouse in  incom e a n d  a s  to  th e  pow er 
co n s titu te  a  fra c tio n a l o r  percen tile  
s h a re  of a  p ro p e rty  in te re s t so t h a t  such  
in te re s t o r  sh a re  in  th e  surv iv ing  spouse 
reflects its  p ro p o rtio n a te  s h a re  of th e  
in c rem en t o r  decline in  th e  whole of th e  
p ro p e rty  in te re s t to  w hich  th e  incom e 
r ig h ts  a n d  th e  pow er re la te . T hus, if  th e  
r ig h t  of th e  spouse to  Incom e a n d  th e  
pow er ex tend  to  o n e -h a lf  o r  a  specified 
p ercen tage  o f th e  p roperty , o r  th e  
equivalent, th e  in te re s t is considered  as a  
specific po rtion . O n  th e  o th e r h a n d , if 
th e  a n n u a l incom e of th e  spouse is 
lim ited  to  a  specific sum , o r  if  she h a s  a  
pow er to  a p p o in t only a  specific sum  o u t 
of a  la rg e r fund , th e  in te re s t is n o t  a  
deductib le in te re st. E ven th o u g h  th e  
r ig h ts  in  th e  surv iv ing  spouse m ay  n o t  be 
expressed in  te rm s of a  defin ite  f ra c tio n  
or percen tage, a  deduction  m ay  be allow ­
able if  i t  is  show n th a t  th e  effect of local 
law  is to  give th e  spouse r ig h ts  w hich  a re  
id en tica l to  th o se  she  would have a c ­
qu ired  if th e  size of th e  sh a re  h a d  been 
expressed in  te rm s of a  defin ite  f ra c tio n  
o r  percen tage. T h e  follow ing exam ples 
illu s tra te  th e  app lica tio n  o f th is  a n d  
th e  p reced ing  su b p a rag rap h s  of th is  
p a ra g ra p h :

E xam ple ( 1 ) .  The decedent transferred to  
a trustee 500 Identical shares o f X  Company 
stock. He provided th a t during th e  lifetim e  
of th e  surviving spouse th e  trustee should  
pay her annually  on e-h a lf o f th e  tru st in ­
com e or $6,000, w hichever is th e  larger. The 
spouse was also given a  general power o f 
appointm ent, exercisable by her la st w ill over 
th e  sum  of $160,000 or over three-fourths o f 
th e  trust corpus, w hichever should  be o f 
larger value. Since there is no certainty th a t
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th e  tru st incom e w ill n o t vary from  year to  
year, for purposes o f subparagraphs (1) and  
(2) o f th is  paragraph, an annual paym ent of 
a specified sum , such  as th e  $6,000 provided  
for in  th is case, is n o t considered as repre­
sen tin g  th e  incom e from  a defin ite fraction  
or a specific portion o f th e  entire in terest 
if  th a t were th e  exten t of th e  spouse’s in ter ­
est. However, since th e  spouse is to  receive 
annually  a t least on e-h a lf o f th e  tru st in ­
com e, she w ill, for purposes o f subparagraphs
(1) and (2) o f th is  paragraph, be considered  
as receiving a ll o f th e  incom e from  one-half 
o f th e  entire in terest in  th e  stock. Inas ­
m uch  as there is no certainty th a t th e  value  
of th e  stock w ill be th e  sam e on  th e  date of 
th e  surviving spouse’s death  as i t  was on  
th e  date o f th e  decedent’s death , for purposes 
of subparagraphs (1) and (2) o f th is  para­
graph, a specified sum , such  as th e  $160,000 
provided for in  th is  case, is  n o t considered  
to  be a defin ite fraction o f th e  entire in ter ­
est. However, since th e  surviving spouse has  
a general power of appointm ent over a t least 
th ree-fourths o f th e  tru st corpus, she is con ­
sidered as having a general power o f appoint ­
m en t over three-fourths of th e  entire  
in terest in  th e  stock.

E xam ple  (2 ) . The decedent bequeathed  
to  a trustee an office build ing and 25Q id en ti ­
cal shares of Y  Company stock. He provided 
th a t during th e  lifetim e o f th e  surviving  
spouse th e  trustee should pay her , annually  
three-fourths of th e  trust incom e. The 
spouse was given a general power of appoint ­
m ent, exercisable by w ill, over th e  office 
building and 100 shares of th e  stock. By the  
term s of the decedent’s w ill th e  spouse is 
given a ll th e  incom e from  a definite fraction  
of th e  entire in terest in  th e  office build ing  
and in  th e  stock. She also has a general 
power o f appointm ent over th e  entire in terest 
in  th e  office building. However, since th e  
am ount of property represented by a single  
share of stock w ould be altered if th e  cor­
poration sp lit its  stock, issued stock divi ­
dends, made a distribution  of capital, etc., 
a power to  appoint 100 shares a t th e  tim e of 
th e  surviving spouse’s death  is n o t th e  sam e 
necessarily as a power to  appoint 100/250 of 
th e  entire in terest w hich  th e  250 shares 
represented on  the date of th e  decedent’s 
death. If i t  is show n in  th is case th a t  th e  
effect of local law  is to  give th e  spouse a 
general power to  appoint n o t on ly th e  100 
shares designated by th e  decedent b u t also  
100/250 o f any shares or am ounts w hich  are 
distributed by th e  corporation and included  
in  th e  corpus, th e  requirem ents of th is  sub- 
paragraph w ill be satisfied and th e  surviving  
spouse w ill be considered as having a general 
power to  appoint 100/250 of th e  entire in ­
terest in  th e  250 shares.

(4) D efin ition  o f “en tire  in te res t”. 
S ince a  m a r ita l  deduction  is allowed fo r 
each  qualify ing  sep a ra te  in te re s t in  
p ro p e rty  passing  fro m  th e  deceden t to  
h is  surv iv ing  spouse (sub ject to  th e  p e r ­
cen tage  lim ita tio n  co n ta in ed  in  § 81.47d 
concern ing  th e  aggregate  am o u n t of th e  
d ed u c tio n s), fo r  purposes of su b p a ra ­
g rap h s  (1) a n d  (2) of th is  p a ra g ra p h , 
each  p ro p e rty  in te re s t w ith  resp ec t to  
w h ich  th e  surviving spouse received som e 
r ig h ts  is considered  sep a ra te ly  in  d e te r ­
m in in g  w h e th e r h e r  r ig h ts  ex tend  to  th e  
e n tire  in te re s t o r to  a  specific p o rtio n  of 
th e  e n tire  in te re s t. A p ro p e rty  in te re s t 
w h ich  consists of several id en tica l u n its  
of p ro p e rty  (such  as a  block of 250 sh ares  
of stock; w h e th e r th e  ow nersh ip  is 
evidenced by one o r several certificates) 
is considered  one p ro p e rty  in te re s t, u n ­
less c e r ta in  of th e  u n its  a re  to  be segre ­
g a ted  a n d  accorded  d ifferen t tre a tm e n t, 
in  w h ich  case  each  segregated  group 
of item s is considered a  sep a ra te  p ro p e rty

in te re s t. T h e  bequest of a  specified sum  
of m oney co n stitu tes  th e  bequest of a  

se p a ra te  p ro p e rty  in te re s t if  im m ediately  
follow ing d is trib u tio n  by th e  execu tor 
a n d  th e n c e fo rth  it, a n d  th e  in v estm en ts 
m ade w ith  it, m u s t be so segregated  o r 
accoun ted  fo r as to  p e rm it its  iden tifica ­
t io n  a s  a  se p a ra te  item  of p roperty . T h e  
ap p lica tio n  of th is  su b p a ra g ra p h  m ay  be 
illu s tra te d  by th e  follow ing exam ples:

E xam ple  ( I ) .  The decedent transferred to  
a trustee three adjoining farm s, Blackacre, 
W hiteacre, and Greenacre. His w ill provided  
th a t during the lifetim e o f th e  surviving  
spouse th e  trustee should  pay her a ll of the  
incom e from  th e  trust. Upon her death, all 
of Blackacre, a on e-h a lf in terest in  W hite- 
acre, and a one-th ird  in terest in  Greenacre 
were to  be distributed to  the person or per­
sons appointed by her in  her w ill. The sur ­
viving spouse is  considered as being en titled  
to  a ll o f th e incom e from  th e  entire in terest 
in  Blackacre, a ll o f th e  incom e from  th e  
entire in terest in  W hiteacre, and all of the  
incom e from  th e  entire in terest in  Green ­
acre. She also is considered as having a 
power of appointm ent over th e  entire in terest 
in  Blackacre, over one-h a lf of th e  entire in ­
terest in  W hiteacre, and over one-th ird  of the  
entire in terest in  Greenacre.

E xam ple  (2 ) . The decedent bequeathed  
$250,000 to C, as trustee. C is to  invest th e  
m oney and pay all o f th e  incom e from  th e  
in vestm ents to  W, th e  decedent’s surviving  
spouse, annually. W w as given a general 
power, exercisable by w ill, to  appoint one- 
h a lf of th e corpus o f the trust. Here, im ­
m ediately  follow ing distribution  by th e  
executor, th e  $250,000 w ill be sufficiently seg ­
regated to  perm it its  id entification  as a sep- 
erate item , and th e  $250,000 w ill constitu te  
an  entire property interest. Therefore, W 
has a right to  incom e and a power of ap ­
p oin tm ent such  th a t one-h a lf o f th e  entire  
in terest is  a deductible interest.

E xam ple  (3 ) . The decedent bequeathed  
100 shares o f Z Corporation stock to  D, as 
trustee. W, th e  decedent’s surviving spouse, 
is  to  receive all of th e  incom e o f th e  trust 
annually and is given a general power, ex ­
ercisable by w ill, to appoint ou t o f th e trust 
corpus th e  sum  of $25,000. In  th is  case th e  
$25,000 is not, im m ediately  follow ing d is ­
tribution , sufficiently segregated to  perm it 
its  identification as a separate item  o f  prop­
erty in  w hich th e  surviving spouse has th e  
entire interest. Therefore, th e  $25,000 does 
not con stitu te  th e  entire in terest in  a prop ­
erty for th e  purpose o f subparagraphs (1) 
and (2) o f th is  paragraph.

(5) A pplication  o f local law. I n  d e ­
te rm in in g  w h e th e r o r n o t th e  conditions 
se t fo r th  in  su b p a ra g ra p h  (1) (i)
th ro u g h  (v) o f th is  section  a re  sa tis ­
fied by th e  in s tru m e n t of tra n s fe r , reg a rd  
is to  be h a d  to  th e  app licab le  provisions 
of th e  law  of th e  ju risd ic tio n  u n d e r 
w hich  th e  in te re s t passes an d , if  th e  
tra n s fe r  is in  tru s t ,  th e  app licab le  p ro ­
v isions of th e  law  governing th e  a d m in ­
is tra tio n  of th e  tru s t .  F o r exam ple, 
silence of a  t r u s t  in s tru m e n t as to  th e  
frequency  of p ay m en t will n o t be r e ­
garded  a s  a  fa ilu re  to  sa tisfy  th e  condi ­
t io n  se t fo r th  in  su b p a ra g ra p h  (1) (ii) of 
th is  p a ra g ra p h  th a t  incom e m u s t be p a y ­
ab le to  th e  surv iv ing  spouse an n u a lly  o r 
m ore freq u en tly  unless th e  app licable law  
p erm its  p ay m en t to  be m ad e  less f re ­
qu en tly  th a n  an nually . T h e  princ ip les 
o u tlined  in  th is  su b p a ra g ra p h  a n d  sub - 
p a ra g ra p h s  (6) a n d  (7) of th is  p a ra ­
g ra p h  w h ich  a re  app lied  in  d e te rm in in g  
w h e th e r tra n s fe rs  in  t r u s t  m eet such  
conditions a re  equally  app licab le  in  a s-

c e rta in in g  w hether, in  th e  case of in­
te re s ts  n o t in  tru s t ,  th e  surviving spouse 
h a s  th e  equ iva len t in  rights over income 
a n d  over th e  p roperty .

(6) R ig h t to  incom e, (i) If an inter­
e s t is tra n s fe rre d  in  tru st, the surviving 
spouse is “en titled  fo r life to all of the 
incom e fro m  th e  en tire  interest or a 
specific p o rtio n  of th e  entire interest”, 
fo r th e  purpose of th e  condition set forth 
in  su b p a ra g ra p h  (1) (i) of this para­
g rap h , if  th e  effect of the  trust is to 
give h e r  substan tia lly  th a t  degree of ben­
eficial en joym en t of th e  trust property 
du rin g  h e r  life  w hich the principles of 
th e  law  of tru s ts  accord to a  person who 
is unqualifiedly designated as the life 
beneficiary of a  tru s t. Such degree of 
en joym en t is given only if it was the 
d eceden t’s in ten tio n , as manifested by 
th e  te rm s of th e  tru s t instrument and 
th e  su rro u n d in g  circumstances, that the 
t ru s t  should  produce for the surviving 
spouse d u rin g  h e r  life such an income, 
o r  th a t  th e  spouse should have such use 
of th e  t r u s t  p roperty  as is consistent 
w ith  th e  value of th e  tru st corpus and 
w ith  its  preservation . The designation 
of th e  spouse as sole income beneficiary 
fo r life of th e  e n tire  in terest or a specific 
p o rtio n  of th e  en tire  in terest will be suf­
f ic ien t to  qualify  th e  tru st unless the 
te rm s of th e  t ru s t  and  the surrounding 
circum stances considered as a whole evi­
dence a n  in te n tio n  to  deprive the spouse 
of th e  requ isite  degree of enjoyment 
I n  de te rm in in g  w hether a trust evi­
dences th a t  in ten tion , the  treatment re­
qu ired  o r p e rm itted  with respect to in­
d iv idual item s m ust be considered in 
re la tio n  to  th e  en tire  system provided 
fo r th e  ad m in is tra tio n  of the trust.

(ii) I f  th e  over-all effect of a trust is 
to  give to  th e  surviving spouse such en­
fo rceable r ig h ts  as will preserve to her 
th e  requ isite  degree of enjoyment, it is • 
im m ate ria l w h ether th a t  result is ef­
fec ted  by ru les specifically stated in the 
t r u s t  in s tru m en t, or, in  their absence, 
by th e  ru les fo r th e  management oftne 
t r u s t  p ro p erty  an d  th e  allocation of re­
ce ip ts a n d  expenditures supplied by 
S ta te  law . F o r example, a provision in 
th e  t r u s t  in s tru m en t for amortization!) 
bond p rem iu m  by appropriate l^ri 
charg es to  in te re s t will not disqualify 
th e  in te re s t passing in  tru st even th 
th e re  is no  S ta te  law specifically an 
th o riz in g  am ortization, .or,.th®Leh.„his 
S ta te  law  denying amortization jh icn  
app licab le  only in  th e  absence of 
provision  in  th e  tru s t instrume •

(iii) I n  th e  case of a  trust, the rules 
to  be applied  by th e  trustee in a
of receip ts a n d  expenses between mcom 
a n d  corpus m u st be considwsd 
tio n  to  th e  n a tu re  and e x i t e d  ̂  
ductiv ity  of th e  assets passi 
th e  n a tu re  a n d  frequencyof o c c u n ^  
of th e  expected receipts, J “d a W P ^  
sions as to  change in  the  fo -^  ature
m en ts. If  it  is evident from toe W
of t h e  t r u s t  assets and ^ e  r  ̂ t that 
v ided fo r m a n a g e m e n t  of t o e * ^
th e  allocation  to  income of sucn ^
as re n ts , o rd inary  cash d ^  gu)J. 
in te re s t will give to  the sp required 
s ta n tia l  en joym ent during such re- 
by th e  s ta tu te , provisions to “ ^
ceip ts  a s  stock dividends and pro
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from the conversion of t ru s t  assets sh a ll 
be treated as corpus w ill n o t disqualify  
the interest passing in  tru s t. S im ilarly , 
provision for a  depletion  ch arg e  a g a in s t 
income in the case of t r u s t  asse ts  w hich 
are subject to  depletion  w ill n o t d is ­
qualify the in terest passing  in  tru s t ,  u n ­
less the effect is to  deprive th e  spouse 
of the requisite beneficial en joym ent. 
The same principle is applicable in  th e  
case of depreciation, trustees* com m is ­
sions, and other charges.

(iv) Provisions g ra n tin g  a d m in is tra ­
tive powers to th e  tru s tee  will n o t h ave  
the effect of disqualifying a n  in te re s t 
passing in tru st unless th e  g ra n t of pow ­
ers evidences th e  in te n tio n  to  deprive 
the surviving spouse of th e  beneficial 
enjoyment required by th e  statute*. S u ch  
an intention will n o t be considered  to  
exist if the entire  te rm s of th e  in s tru ­
ment are such th a t  th e  local co u rts  will 
impose reasonable lim ita tio n s u p o n  th e  
exercise of th e  powers. A m ong th e  
powers which if su b jec t to  reasonab le  
limitations will n o t disqualify  th e  in te r ­
est passing in tru s t a re  th e  pow er to  
determine the allocation  o r a p p o rtio n ­
ment of receipts an d  d isbu rsem en ts be ­
tween income and corpus, th e  pow er to  
apply the income or corpus fo r  th e  bene ­
fit of the spouse, and  th e  pow er to  r e ta in  
the assets passing to  th e  tru s t .  F o r 
example, a power to  re ta in  t r u s t  assets 
which consist substan tia lly  of u n p ro d u c ­
tive property will n o t disqualify  th e  in ­
terest if the applicable ru les fo r  th e  
administration of th e  t ru s t  reqü ire , o r 
permit the spouse to  requ ire , t h a t  th e  
trustee either m ake th e  p ro p erty  p ro d u c ­
tive or convert i t  w ith in  a  reasonab le  
time. Nor will such a  pow er d isqualify  
the interest if th e  applicable ru le s  fo r  
administration of th e  t ru s t  req u ire  th e  
trustee to use the  degree of ju d g m en t 
and care in th e  exercise of th e  pow er 
which a prudent m an  w ould use if  h e  
were owner of th e  t ru s t  assets. F u rth e r , 
a power to re ta in  a  residence o r o th e r  
Property for th e  personal use of th e  
spouse will no t disqualify th e  in te re s t 
passing in trust.

(v) An in terest passing in  t r u s t  vs 
not satisfy the condition se t fo r th  in  su 
Paragraph (1) (i) of th is  p a ra g ra p h  th  
Jne surviving spouse be e n titled  to  i 
tne income if the prim ary  purpose of t  

w  safeguard p ro p erty  w itho 
1ilg the spouse w ith  th e  req u ir 

S f Clal  enjoymen t. S uch  tru s ts  i 
°iily t r usts w hich  express 

lor 016 ^ c u m u la tio n  of th e  i 
tru s ts  w hlch indirect 

anmu!P k*1 a sun*la r  purpose. F o r e 
c S l aSSr . e th .a t th e  corPus of a  t n  
is of P roperty  whi
during «,kelv be tocom e p ro d u c t 
a n d ^ n ^ L 1 lfe 0f th e  surv iv ing spou 
trusts t  tbe sp°use can n o t com pel t: 
the nrnn° +°nver^ or otherw ise deal wi 
(iv) nf as A scribed  in  subdivisii 
Passing ^ P a r a g r a p h .  A n inter« 

S e e t h e  SUC v a  tFUSt wiU n o t Uuali 
ministra t L PPllcable ru les fo r  th e  a 
s p o m e t e v l f quire* or P erm it t: 
vide the tb a t  th e  tru s te e  p r
such as b v T red beneficial enjoym ei
of other oy p.ayments  to  th e  spouse o 

other assets of the  tru st.

(vi) I f  a  t r u s t  is c rea ted  d u rin g  th e  
deced en t’s life, i t  is im m ate ria l w h e th e r 
o r n o t th e  in te re s t passing  in  t r u s t  sa tis ­
fied th e  conditions se t fo r th  in  su b p a ra ­
g ra p h  (1) (i) th ro u g h  (v) of th is  p a r a ­
g ra p h  p rio r  to  th e  deceden t’s d e a th . I f  
a  t r u s t  m ay  be te rm in a te d  du rin g  th e  
life  of th e  surv iv ing  spouse, u n d e r h e r 
exercise of a  power of ap p o in tm en t or by 
d is trib u tio n  of th e  corpus to  h e r, th e  
in te re s t passing  in  t ru s t  satisfies th e  
cond ition  se t fo r th  in  su b p a ra g ra p h  
(1) (i) of th is  p a ra g ra p h  ( th a t  th e  
spouse be en title d  to  a ll th e  incom e) it 
she (a) is e n titled  to  th e  incom e u n til 
th e  t ru s t  te rm in a te s , o r  (b) h a s  th e  
r ig h t, exercisable in  a ll events, to  have 
th e  corpus d is trib u ted  to  h e r  a t  an y  tim e, 
du rin g  h e r  life.

(vii) A n in te re s t passing  in  t ru s t  fa ils  
to  sa tisfy  th e  cond ition  se t fo r th  in  sub- 
p a ra g ra p h  (1) <i) of th is  p a ra g ra p h , th a t  
th e  spouse be en title d  to  a ll th e  incom e, 
to  th e  e x te n t th a t  th e  incom e is requ ired  
to  be accu m u la ted  in  w hole o r in  p a r t  o r 
m ay  be accu m u la ted  in  th e  d iscre tion  of 
an y  p erson  o th e r  th a n  th e  surviving 
spouse; to  th e  e x te n t th a t  th e  consen t of 
an y  perso n  o th e r  th a n  th e  surviving 
spouse is requ ired  as a  cond ition  p rece ­
d e n t to  d is trib u tio n  of th e  incom e; or 
to  th e  e x te n t t h a t  an y  p erson  o th e r  th a n  
th e  surv iv ing  spouse h a s  th e  pow er to  
a lte r  th e  te rm s of th e  t r u s t  so as to  
deprive h e r  of h e r  r ig h t  to  th e  incom e. 
A n in te re s t passing  in  t r u s t  w ill n o t  fa il 
to  sa tisfy  th e  cond ition  t h a t  th e  spouse 
be e n titled  to  a ll th e  incom e m erely  be ­
cause its  te rm s  provide t h a t  th e  r ig h t  
of th e  surv iv ing  spouse to  th e  incom e 
sh a ll n o t be su b jec t to  assignm en t, a lien ­
a tion , pledge, a tta c h m e n t o r c laim s of 
c red ito rs.

(viii) I n  th e  case of a n  in te re s t passing  
in  tru s t, th e  te rm s  “en title d  fo r  life” 
a n d  “payab le  an n u a lly  o r  a t  m ore f r e ­
q u en t in te rv a ls”, a s  u sed  in  th e  co n d i ­
tio n s  se t fo r th  in  su b p a ra g ra p h  (1) (i) 
a n d  (ii) of th is  p a ra g ra p h , requ ire  th a t  
u n d e r th e  te rm s of th e  t r u s t  th e  incom e 
re fe rred  to  m u s t be c u rre n tly  (a t  lea s t 
a n n u a lly ; see su b p a ra g ra p h  (5) of th is  
p a ra g ra p h )  d is trib u tab le  to  th e  spouse 
o r t h a t  she  m u st h av e  su ch  com m and 
over th e  incom e th a t  i t  is  v irtu a lly  hers. 
T hus, th e  co n d itio n s in  su b p a ra g ra p h  
(1) (i) a n d  (ii) of th is  p a ra g ra p h  a re  
satisfied  in  th is  resp ec t if, u n d e r  th e  
te rm s of th e  t ru s t  in s tru m e n t, th e  spouse 
h a s  th e  r ig h t  exercisable a n n u a lly  (or 
m ore freq u en tly ) to  requ ire  d is trib u tio n  
to  h erse lf of th e  t ru s t  incom e, a n d  o th e r ­
wise th e  t ru s t  incom e is to  be accum u ­
la te d  a n d  added  to  corpus. S im ilarly , 
as respects  th e  incom e fo r th e  period  
betw een th e  la s t d is tr ib u tio n  d a te  a n d  
th e  d a te  of th e  spouse’s d ea th , i t  is suffi­
c ien t if  t h a t  incom e is su b jec t to  th e  
spouse’s pow er to  appo in t. T hus, if  th e  
t r u s t  in s tru m e n t provides, t h a t  incom e 
accrued  o r u n d is tr ib u ted  on  th e  d a te  of 
th e  spouse’s d e a th  is to  be disposed of 
as if i t  h a d  been  received a f te r  h e r  d ea th , 
a n d  if  th e  spouse h a s  a  pow er of ap p o in t ­
m e n t over th e  t r u s t  corpus, th e  pow er 
necessarily  ex tends to  th e  u n d is tr ib u ted  
incom e.

(ix) A n in te re s t is n o t to  be reg a rd ed  
as fa ilin g  to  sa tisfy  th e  cond itions se t 
f o r th  in  su b p a ra g ra p h  (1) (i) a n d  (ii)

of th is  p a ra g ra p h  ( th a t  th e  spouse be 
en titled  to  a ll th e  incom e a n d  t h a t  i t  be 
payab le  a n n u a lly  o r  m ore freq u en tly ) 
m erely  because th e  spouse is n o t  e n ­
t i t le d  to  th e  incom e fro m  e s ta te  assets 
fo r  th e  period  before d is tr ib u tio n  of 
th o se  asse ts  by th e  executor, unless th e  
execu tor is, by th e  deced en t’s will, a u ­
th o rized  o r d irec ted  to  delay d is tr ib u tio n  
beyond th e  period  reasonab ly  requ ired  
fo r  ad m in is tra tio n  of th e  d eced en t’s 
es ta te . As to  th e  v a lu a tio n  of th e  p ro p ­
e r ty  in te re s t passing  to  th e  spouse in  
t ru s t  w here  th e  r ig h t  to  incom e is ex ­
p ressly  postponed, see § 81.47c.

(7) Power o f a p p o in tm en t in  surviving  
spouse, (i) T h e  conditions se t fo r th  in  
su b p a ra g ra p h  (1) (iii) a n d  (iv) of th is  
p a ra g ra p h , t h a t  is, t h a t  th e  surv iv ing  
spouse m u st have  a  pow er of ap p o in t ­
m e n t exercisable in  fav o r of h e rse lf o r  
h e r  e s ta te  an d  exercisable a lone a n d  in  
all events, a re  n o t m e t un less th e  pow er 
of th e  surv iv ing  spouse to  ap p o in t th e  
en tire  in te re s t o r  a  specific p o rtio n  o f 
i t  fa lls  w ith in  one of th e  follow ing c a te ­
gories :

(a) A pow er so to  a p p o in t fu lly  ex er ­
c isable in  h e r  ow n fav o r a t  a n y  tim e 
follow ing th e  d eceden t’s d e a th  (as, fo r  
exam ple, a n  u n lim ited  pow er to  in v a d e ) ; 
o r

(b) A pow er so to  ap p o in t exercisable 
in  fav o r of h e r  es ta te . S u ch  a  pow er, 
if  exercisable d u rin g  life, m u s t be fu lly  
exercisable a t  a n y  tim e  d u rin g  life, or, 
if  exercisable by will, m u s t be fu lly  
exercisable irrespective  of th e  tim e  of 
h e r  d e a th  (su b jec t in  e ith e r case  to  th e  
provisions of §81 .47b(d), re la tin g  to  
in te re s ts  cond itioned  on surv ival fo r  a  
lim ited  p e r io d ) ; o r

(c) A co m bination  of th e  pow ers d e ­
scribed  u n d e r  (a) a n d  (b) of th is  su b ­
division, F o r exam ple, th e  surv iv ing  
spouse m ay, u n til  she  a t ta in s  th e  age 
of 50 years, h av e  a  pow er to  ap p o in t 
to  h erse lf a n d  th e re a f te r  have  a  pow er 
to  a p p o in t to  h e r  es ta te . How ever, th e  
co n d itio n  t h a t  th e  spouse’s pow er m u st 
be exercisable in  a ll events is n o t s a tis ­
fied un less irrespective of w hen  th e  s u r ­
v iving spouse m ay  die th e  e n tire  in te r ­
e st o r  a  specific p o rtio n  of i t  w ill a t  th e  
tim e of h e r  d e a th  be su b jec t to  one 
pow er o r th e  o th e r  (su b jec t to  th e  ex ­
cep tion  in  § 81.47b (d ) , re la tin g  to  in ­
te re s ts  co n tin g e n t on  surv ival fo r  a  
lim ited  p e rio d ).

(ii) T h e  pow er of th e  surv iv ing  spouse 
m u st be a  pow er to  ap p o in t th e  e n tire  
in te re s t o r  a  specific p o rtio n  o f i t  as 
unqualified  ow ner (an d  free  of th e  t r u s t  
if  a  t ru s t  is involved, o r free  of th e  jo in t 
te n a n c y  if  a  jo in t te n a n c y  is  involved) 
o r  to  a p p o in t th e  e n tire  in te re s t o r  a  
specific p o rtio n  of i t  as  a  p a r t  of h e r  
e s ta te  (an d  free  of th e  t r u s t  if  a  t r u s t  
is in v o lv ed ), t h a t  is, in  effect, to  dispose 
of i t  to  w hom soever sh e  p leases. T hus, 
if  th e  deceden t devised p ro p e rty  to  a  
son  a n d  th e  surviving spouse as jo in t  
te n a n ts  w ith  r ig h t  of su rv ivorsh ip  a n d  
u n d e r  local law  th e  surv iv ing  spouse h a s  
a  pow er of severance exercisable w ith ­
o u t co n sen t of th e  o th e r  jo in t  te n a n t, 
a n d  by exercising  th is  pow er could  ac ­
qu ire  a  one-half in te re s t in  th e  p ro p e rty  
as a  te n a n t  in  com m on, h e r  pow er of 
severance w ill sa tisfy  th e  cond ition  se t
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fo r th  in  su b p a ra g ra p h  (1) (iii) of th is  
p a ra g ra p h  th a t  she h ave  a  pow er of a p ­
p o in tm e n t in  fav o r of herse lf o r h e r  
es ta te . However, if  th e  surv iv ing  spouse 
e n te red  in to  a  b ind ing  ag reem en t w ith  
th e  deceden t to  exercise th e  pow er only 
in  fav o r of th e ir  issue, th a t  cond ition  
is n o t  m et. A n in te re s t passing  in  t ru s t  
w ill n o t  be reg ard ed  as fa ilin g  to  satisfy  
th e  cond ition  m erely  because ta k e rs  in  
d e fa u lt of th e  surviving spouse’s exer ­
cise of th e  pow er a re  designated  by th e  
decedent. T h e  deceden t m ay  provide 
th a t ,  in  d e fa u lt of exercise of th e  power, 
th e  t ru s t  sh a ll co n tinue  fo r a n  ad d itio n a l 
period.

(iii) A pow er is n o t considered  to  be a  
pow er exercisable by a  surviving spouse 
a lone  a n d  in  a ll events as requ ired  by 
su b p a ra g ra p h  (1) (iv) of th is  p a ra g ra p h  
if  th e  exercise of th e  pow er in  th e  su r ­
v iving spouse to  a p p o in t th e  en tire  in ­
te re s t o r a  specific p o rtio n  of i t  to  h e r ­
self o r to  h e r  e s ta te  requ ires th e  jo in d er 
o r  con sen t of an y  o th e r person. T h e  
pow er is n o t “exercisable in  a ll even ts” , 
if  i t  c a n  be te rm in a te d  du rin g  th e  life  of 
th e  surv iv ing  spouse by an y  ev en t o th e r 
th a n  h e r  com plete exercise o r re lease  of 
it. F u r th e r , a  pow er is n o t “exercisable 
in  a ll even ts” if  i t  m ay  be exercised fo r 
a  lim ited  purpose only. F o r exam ple, 
a  pow er w hich  is n o t exercisable in  th e  
even t of th e  spouse’s rem arriag e  is n o t 
exercisable in  a ll events. Likewise, if 
th e re  a re  an y  restric tio n s, e i th e r  by th e  
te rm s  of th e  in s tru m e n t or u n d e r a p ­
p licable local law , on  th e  exercise of a  
pow er to  consum e p ro p e rty  (w h e th er or 
n o t h e ld  in  tru s t)  fo r  th e  benefit of th e  
spouse, th e  pow er is n o t  exercisable in  all 
events. T hus, if  a  pow er of invasion  is 
exercisable only fo r th e  spouse’s support, 
o r only fo r h e r  lim ited  use, th e  pow er 
is n o t exercisable in  a ll events. I n  o rd er 
fo r  a  pow er of invasion  to  be exercisable 
in  a ll events, th e  surv iv ing  spouse m u st 
h av e  th e  u n re s tr ic te d  pow er exercisable 
a t  an y  tim e du rin g  h e r  life  to  use  a ll 
o r  an y  p a r t  o f th e  p ro p e rty  su b jec t to  
th e  pow er, a n d  to  dispose of i t  in  any  
m a n n e r, includ ing  th e  pow er to  dispose 
of i t  by g if t (w h e th er o r  n o t sh e  h as  
pow er to  dispose of i t  by w ill) .

(iv) T h e  pow er in  th e  surviving spouse 
is exercisable in  a ll even ts only if  i t  ex ists 
im m ediately  follow ing th e  d eceden t’s 
d e a th . F o r exam ple, if th e  pow er given 
to  th e  surv iv ing  spouse is exercisable 
d u rin g  life, b u t ca n n o t be effectively ex ­
ercised  before d is tr ib u tio n  of th e  assets 
by  th e  executor, th e  pow er is n o t  exer ­
c isable in  a ll events. S im ilarly , if th e  
pow er is exercisable by will, b u t ca n n o t 
be effectively exercised in  th e  even t th e  
surv iv ing  spouse dies before d is trib u tio n  
of th e  asse ts  by th e  executor, th e  pow er 
is n o t exercisable in  a ll events. However, 
a n  in te re s t w ill n o t be disqualified by 
th e  m ere fa c t th a t ,  in  th e  even t th e  
pow er is exercised du rin g  ad m in is tra tio n  
of th e  e sta te , d is tr ib u tio n  of th e  p ro p ­
e r ty  to  th e  appo in tee  w ill be delayed fo r  
th e  period  o f ad m in is tra tio n . I f  th e  
pow er is in  ex istence a t  a ll tim es follow ­
ing  th e  deced en t’s d ea th , l im ita tio n s  of a  
fo rm al n a tu re  will n o t d isqualify  a n  in ­
te re s t. E xam ples of fo rm al lim ita tio n s 
on  a  pow er exercisable d u ring  life  a re  re ­
q u irem en ts th a t  a n  exercise m u st be in

a  p a r tic u la r  fo rm , th a t  i t  m u st be filed 
w ith  a  tru s te e  d u rin g  th e  spouse’s life, 
th a t  reasonab le  no tice  m u st be given, or 
th a t  reasonab le  in te rv a ls  m u st elapse be ­
tw een  successive p a r tia l exercises. E x ­
am ples of fo rm al lim ita tio n s  on  a  power 
exercisable by w ill a re  th a t  i t  m u s t be 
exercised by a  will executed  by th e  su r ­
viving spouse a f te r  th e  d eceden t’s d e a th  
or t h a t  exercise m u st be by specific re f ­
e rence to  th e  power.

(v) I f  th e  surviving spouse h a s  th e  
requ isite  pow er to  ap p o in t to  h erse lf or 
h e r  esta te , i t  is im m ate ria l th a t  she also 
h a s  one o r m ore lesser powers. T hus, if 
she h a s  a  te s ta m e n ta ry  pow er to  ap p o in t 
to  h e r  es ta te , she m ay  also have a  lim ­
ited  pow er of w ith d raw al o r of ap p o in t ­
m en t d u rin g  h e r  life. S im ilarly , if  she 
h a s  a n  u n lim ited  pow er of w ithd raw al, 
she m ay  h av e  a  lim ited  te s ta m e n ta ry  
power.

(8) R eq u irem en t o f survival fo r  a lim ­
ited  period. A pow er of ap p o in tm en t in  
th e  surviving spouse will n o t be tre a te d  
as fa iling  to  m eet th e  req u irem en ts  of 
su b p a ra g ra p h  (1) (iii) o f th is  p a ra g ra p h  
even th o u g h  th e  pow er m ay  te rm in a te , if 
th e  only conditions w hich  would cause 
th e  te rm in a tio n  a re  those described in  
section  812(e) (1) (D ), a n d  if th o se  con ­
d itions do n o t in  fa c t  occur. T hus, th e  
en tire  in te re s t o r a  specific p o rtio n  of i t  
will n o t be disqualified by reaso n  of th e  
fa c t  th a t  th e  exercise of th e  pow er in  th e  
spouse is su b jec t to  a  cond ition  of s u r ­
v ivorship  described in  section  812(e) 
(1) (D) if th e  te rm s  of th e  condition , th a t  
is, th e  surv ivorsh ip  of th e  surviving 
spouse, or th e  fa ilu re  to  die in  a  com m on 
d isaster, a re  fulfilled. See p a ra g ra p h
(d) of § 81.47b.

(9) E xistence  o f a pow er in  another. 
S u b p a ra g ra p h  (1) (V) of th is  p a ra g ra p h  
provides th a t  a  tra n s fe r  described in  sub- 
p a ra g ra p h  (1) is nondeductib le  to  th e  
e x te n t th a t  th e  deceden t c rea ted  a  power 
in  th e  tru s te e  o r in  any  o th e r  p erson  to  
ap p o in t a  p a r t  of th e  in te re s t to  an y  p e r ­
son o th e r  th a n  th e  surviving spouse. 
However, only pow ers in  o th e r  persons 
w hich  a re  in  opposition  to  t h a t  of th e  
surv iv ing  spouse w ill cause a  p o rtio n  of 
th e  in te re s t to  fa il to  sa tisfy  th e  cond i ­
t io n  se t fo r th  in  su b p a rag rap h  (l)C v) 
of th is  p a ra g ra p h . T hus, a  power in  a  
tru s te e  to  d is trib u te  corpus to  o r  fo r  th e  
benefit of a  surv iv ing  spouse will n o t d is ­
qualify  th e  tru s t. S im ilarly , a  pow er to  
d is trib u te  corpus to  th e  spouse fo r th e  
su p p o rt of m inor c h ild ren  w ill n o t d is ­
qualify  th e  t ru s t  if  she is legally  obli ­
g a ted  to  su p p o rt such  ch ild ren . T he 
ap p lica tio n  of th is  su b p a ra g ra p h  m ay  be 
illu s tra te d  by th e  follow ing exam ples:

E xam ple  (1 ) . Assum e th a t a decedent cre­
ated  a  trust, designating h is surviving spouse 
as incom e beneficiary for life  w ith  an u n ­
restricted power in  th e  spouse to  appoint th e  
corpus during her life. The decedent further  
provided th a t in  th e  event th e  surviving  
spouse should  die w ith ou t having exercised  
th e  power, the trust should  continue for the  
life  o f h is son  w ith  a power in  th e son to  
appoint the corpus. Since th e  power in  th e  
son could  becom e exercisable only after th e  
death  of th e  surviving spouse, th e in terest 
is  n o t regarded as fa ilin g  to  sa tisfy  th e  con ­
d ition  se t forth  in  subparagraph ( l ) ( v )  of 
th is paragraph.

E xam ple  (2 ) . Assume that the decedent 
created a trust, designating his surviving 
spouse as Income beneficiary for life and a? 
donee o f a power to appoint by will the en- 
tire corpus. The decedent further provided 
th a t th e  trustee could  distribute 30 percent 
of the corpus to  th e  decedent’s son when he 
reached th e  age of 35 years. Since the 
trustee has a power to appoint 30 percent 
of th e  entire in terest for the benefit of a 
person other than  th e surviving spouse, only 
70 percent o f th e  interest placed in trust 
satisfied th e  condition  set forth in subpara­
graph ( l ) ( v )  o f th is paragraph. If, in this 
case, th e  surviving spouse had a power, ex­
ercisable by* her will, to  appoint only one- 
half o f th e  corpus as it  was constituted at 
th e tim e o f her death, it  should be noted 
th a t only 35 percent of the interest placed 
in  the trust w ould satisfy the condition set 
forth  ip  subparagraph (1) (iii) of this para­
graph.

(10) E sta tes o f decedents dying after 
D ecem ber 31, 1947, and on or before 
A pril 1, 1948. E xcept as otherwise pro­
v ided in  p a ra g ra p h  (h) of this section, 
if  th e  deceden t d ied a fte r December 31, 
1947, a n d  on  o r before April 1,1948, an 
in te re s t in  p ro p erty  otherwise consti­
tu tin g  a  deductib le in terest under the 
provisions of subparagraphs (1) through
(9) of th is  p a ra g ra p h  will nevertheless 
co n s titu te  a  deductible interest only if 
a ll o f th e  following requirements are 
satisfied :

(i) T h e  p ro p erty  m ust have passed 
from  th e  deceden t in  tru s t;

(11) T h e  r ig h t of th e  surviving spouse 
to  incom e m u st be a  r ig h t to receive the 
en tire  incom e of th e  tru s t; and

(iii) T h e  pow er of appointment given 
to  th e  surv iv ing  spouse m ust be a power 
to  ap p o in t th e  en tire  corpus free of the 
tru s t ,  w ith  no  power in  any other person 
to  ap p o in t an y  p a r t  of the  corpus to any 
person  o th e r  th a n  th e  surviving spouse.

(11) R etroactive  operation. Where 
re fu n d  o r c red it of any  overpayment re­
su lting  from  th e  application of section 
93 of th e  T echnica l Amendments Act of 
1958 is p reven ted  on September 2,1958, 
o r  a t  an y  tim e w ith in  one year from such 
d a te , by th e  opera tion  of any law or rule 
of law  o th e r th a n  section 3760 relating 
to  closing agreem ents (or the cone- 
sponding  provisions of the  1954 Code) 
a n d  o th e r  th a n  section 3761 relating to 
com prom ises (or th e  corresponding pro­
visions of th e  1954 Code), refund 
c re d it of such  overpaym ent may, never­
theless, be m ade or allowed if clam 
th e re fo r  is filed on  or before September 
2, 1959. No in te re s t shall be allows or 
p a id  on  an y  overpaym ent resulting iro 
th e  app lica tio n  of section 93.

(C) By am ending  the first four^sen 
ences in  th e  six th  ’ undesignated PJjJ 
ra p h  of p a ra g ra p h  (d) <26 CFR < 
1.47a(d) (6 ))  to  read  as follows, 
leterm ining  w hether the  terms o 
o n tra c t  sa tisfy  conditions (3), w  
5 ) , th e  p rincip les provided m p ar«  p 
c) of th is  section  w ith respect Jo d 
lents dying a f te r  December 31.19"’ Ie 
>n o r before A pril 1,1948, ara aPP 
>ee p a ra g ra p h  (c) (10) of this ec the 
bs s ta te d  in  such paragraph > ^ 
urv iv ing  spouse’s power to ®PP ^ 
exercisable in  all events’ only ^e. 
¡xistence im m ediately following

„„K W . however, to
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operation of section 812(e) (1) (D ) . See 
paragraph (c )(8 ). F o r exam ples of 
formal limitations on  th e  pow er w hich  
will not disqualify th e  c o n trac t, see p a r a ­
graph (c) (7) (iv) .”

(D) By am ending th e  th ird  sen tence 
of the last undesignated p a ra g ra p h  of 
paragraph (e) (26 C FR  (1939) 81.47a
(e)(2)) to read as follows: “W here, as 
a result of a disclaim er m ade by a  p e r ­
son other than  th e  surviving spouse, a  
property interest passes from  th e  dece ­
dent to his surviving spouse o r to  a  t ru s t  
and where the conditions se t fo r th  in  
paragraph (c) are  m et, th e  ru le  s ta te d  in  
the preceding sentence applies, n o t only 
with respect to the  p o rtion  of such  in te r ­
est which beneficially vests in  th e  s u r ­
viving spouse, b u t also w ith  resp ec t to  
the portion over w hich such  spouse a c ­
quires a power to  appoin t.”

(E) By amending th e  la s t sen tence of 
paragraph ( h ) ( i )  to  read  as follows: 
“The rules prescribed in  § 81.47a(c) fo r 
determining w ith respect to  decedents 
dying after December 31,1947, an d  on  or 
before April 2, 1948, w h e th e r th e  s u r ­
viving spouse is en titled  fo r life to  all th e  
income from such property , payab le  a n ­
nually or a t m ore freq u en t in terva ls , 
shall be applicable in  d e term in ing  
whether interests specified in  th is  p a ra ­
graph meet conditions (i) an d  (ii) 
enumerated above.”

§ 81.47b [A m endm ent]

Par . 14. Section 81.47b(d), as 
amended by Treasury Decision 6082, a p ­
proved August 2, 1954, is fu r th e r  
amended—

(A) By amending subdivision (ii) of 
the sixth undesignated p a ra g ra p h  (26 
CFR (1939) 81.47b(d) (6 )) to  re a d  as 
follows:

(ii) H devised real property to W for lif  
and created in W a power, exercisable by wil 
to appoint the remainder in terest to  ar 
person, in default of appointm ent by \  
the remainder interest was to  go to  A and h  
w !L  Assuming that under the local la 
w did not take the real property as abs< 
mte owner, nor in a manner w hich m ee 
toe requirements of § 81.47a(c), the interei 

. ?assed from H to  W is a “nondedm  
uDie interest” since such interest w ill term  

her deatl1 and A (or h is heirs < 
nrJ?1* ma  ̂ thereafter possess or enjoy t l  
a°ri^ty,+.i,As to cases’ in  general, in  whic 

interest” may exist where 
Doint corest is couPled w ith a power to  aj 
Astn p!ep r̂asraphs (c) and (d ) of § 81.47 
mav e Z  l  WhiCh a ‘d eductib le  interesl 
with a vv,_Wll.ere a Itfe in terest is  couple 
by will the Case of interests passir
31 i947ir°m.decedents dying after Decemb«
ParaSh /M°n f0re before APrU 2> 1948, s< paragraph (h) of § 81.47a.)

oM hp^-a^ enc*ing second sentenc 
(26CPp7iS>sUndesignat ed p a ra g ra p  
S S M K  81-47b(d)(9)) to  read  a 
it relates Tr?!?6 +uCh condition  (unles 
common as th e  re su lt of
S b J H *  0r is a  conditio n  t
which m l nf  sentence applies) is on 
month r ^ -  jCcur either w ith in  such  6 
tion provided ° r j;h e r e a f t e r » th e  excep 
(D) wUl i n ?  under section. 812(e) (1 
spect to S r i l 51?7, However, w ith  re 
1.948, tf th e  dd6niiS dying a f te r  APril ! 
competent , decedent was ad judged  in
ity with annif°rK i^ a  ̂ da^e in  conform  

ltl aPPiicable local law, if he  wa

n o t res to red  to  com petency before h is  
d e a th , a n d  if  th e  only cond ition  w hich  
w ill cause th e  in te re s t ta k e n  by th e  su r ­
v iving spouse to  te rm in a te  (regard less 
of w h e th e r th e  cond ition  m ay  occur 
w ith in  th e  6 -m o n th  period  o r th e re a f te r )  
does in  fa c t  w ith in  th e  6 -m o n th  period 
becom e im possible of occurrence, th e  ex ­
cep tio n  provided  u n d e r section  812(e) 
(1) (D) will, nevertheless, apply.”

§ 8 1 .5 2  [A m en d m en t]

Pa r . 15. T he f irs t sen tence  of th e  f irs t 
u n d esignated  p a ra g ra p h  of § 81.52 (26 
C FR  (1939) 8 1 .5 2 (a )) is am ended  to  re a d  
as follows: “In  esta tes  of n o n residen ts 
n o t citizens, deductions from  th e  gross 
es ta te  m ay  he tak en , su b jec t to  th e  lim i ­
ta tio n s  se t fo r th  in  §§81.29 to  81.40, 
inclusive, a n d  to  th e  lim ita tio n s h e re in ­
a f te r  s ta ted , fo r th e  follow ing: F u n e ra l 
e x p e n s e s ;  a d m in is tra tio n  expenses; 
claim s a g a in s t th e  esta te ; u n p a id  m o rt ­
gages; losses in cu rred  d u ring  th e  se ttle ­
m e n t of th e  e s ta te  a rising  fro m  fires, 
sto rm s, shipw recks, or o th e r casualties, 
or fro m  th e f t, if  such  losses a re  n o t com ­
p en sa ted  fo r by in su ran ce  or o therw ise; 
c e r ta in  S ta te  d e a th  tax es  deductib le 
u n d e r sections 2 a n d  4 of Public  Law 414' 
(84th C ong .), approved F eb ru a ry  20,1956 
(see § 81 .3 7 a); a n d  am o u n ts  reasonab ly  
requ ired  an d  ac tua lly  expended fo r th e  
su p p o rt du rin g  th e  se ttlem en t of th e  
e sta te  of those  d ep enden t upon  th e  
deceden t.”

Par . 16. There is inserted imm ediately  
preceding § 81.73 the following:

S e c . 89. U s e  o f  Ce r t i f i e d  M a i l  [T e c h n i c a l  
A m e n d m e n t s  A c t  o f  1958, Ap pr o v e d  S e p t e m ­

b e r  2, 1 9 5 8 ].

* * * * *
(c) P rovis ions o f In te rn a l R even u e Code o f  

1939. In  applying any provision of th e  In ­
ternal Revenue Code of 1939 w hich requires, 
or provides for, th e  use of registered m ail 
th e  reference to  registered m ail sh a ll he 
treated as including a reference to  certified  
m ail.

(d ) E ffective d a te . This section shall 
apply only  if  th e  m ailing occurs after the  
date o f th e enactm ent o f th is  Act.

§ 8 1 .7 3  [A m en d m en t]

Par . 17. S ection  81.73, as am ended  by 
T reasu ry  D ecision 5596, approved  D e ­
cem ber 22, 1947, is fu r th e r  am ended  by 
add ing  a new p a ra g ra p h  ( f ) ,  as follows:

(f) P u rsu a n t to  section  89 of th e  
T echn ica l A m endm ents Act of 1958 (72 
S ta t. 1665), an y  reference in  th is  section  
¡or in  section  871(a) to  th e  use of 
reg iste red  m ail or reg iste red  le tte r  sh a ll 
be tre a te d  as inc lud ing  a  re ference  to  
th e  use, a f te r  S ep tem ber 2, 1958, of ce r ­
tified  m ail or certified  le tte r.

§ 8 1 .7 4  [A m en d m en t]

Pa r . 18. S ection  81.74, as am ended  by 
T reasu ry  D ecision 6126, is fu r th e r  
am ended  by add ing  a  new  p a ra g ra p h  (g ) , 
as follows:

(g) P u rsu a n t to  section  89 of th e  
T ech n ica l A m endm ents A ct of 1958 (72 
S ta t. 1665), a n y  reference  in  section  
871(a) to  th e  use of reg iste red  m ail sh a ll 
be tre a te d  as includ ing  a  re ference  to  
th e  use, a f te r  S ep tem ber 2, 1958, of ce r ­
tified  m ail.

Par . 19. T h ere  is in se rted  im m ediately  
preced ing  § 81.79 th e  follow ing:

S e c . 66. E s t a t e  T a x  i n  Ca s e  o f  R e v e r s i o n -  
a r t  o r  R e m a i n d e r  I n t e r e s t  i n  P r o p e r t y  
[T e c h n i c a l  Am e n d m e n t s  A c t  o f  1958, Ap ­

p r o v e d  S e p t e m b e r  2 ,1958].
(a) C red it fo r d e a th  taxes.

* * * * *
(2) C red it u n d er 1939 Code. Section 927 

of th e  Internal R evenue Code o f 1939 (re ­
la tin g  to  credit for death  taxes) is am ended  
by strik ing ou t “60 days after th e  term ination  
of th e  precedent in terest or Interests in  th e  
property” and inserting in  lieu  thereof "the 
tim e for paym ent of th e  tax im posed by th is  
subchapter as postponed and extended under  
section 925”.

(3) E ffective d a te . The am endm ents made 
by paragraphs (1> and (2) shall apply in  th e  
case o f any reversionary or rem ainder in terest 
in  property only  if  th e  precedent in terest or 
interests in  th e  property did n o t term inate  
before th e beginning o f th e  60-day period 
w hich  ends on th e  date o f th e  enactm ent of 
th is Act.

(b) E xten sion  o f  p a y m e n t o f e s ta te  ta x  
a ttr ib u ta b le  to  fu tu re  in teres ts .

* * * * *
(2) E xten sion  u n d er 1939 Code—
(A) Section 925 o f th e  Internal Revenue 

Code of 1939 (relating to period o f extension  
of tim e for paying estate tax attributable to  
fu ture in terests) is am ended by adding a t  
th e  end thereof the follow ing; “If th e  Secre­
tary or h is  delegate finds th a t  th e  paym ent 
of th e  tax at th e expiration o f th e  period o f 
postponem ent provided for in  th e  preceding  
sentence w ould resu lt in  undue hardship to  
th e estate, he m ay extend th e  tim e for pay ­
m ent for a reasonable period n o t  in  excess 
of 2 years from  th e  expiration o f such  period 
of postponem ent.”

(B) Section  926 o f th e  Internal R evenue 
Code o f 1989 (relating to  requirem ents for 
postponem ent) is am ended by strik ing ou t  
“in terest or in terests” and inserting in  lieu  
thereof "interest or Interests (or, in  th e  case 
of an extension under section  925, w ith in  th e  
period o f such  ex ten sio n )”.

(3) E ffective d a te . The am endm ents made 
by paragraphs (1) and (2) shall apply in  th e  
case o f any reversionary or remainder in terest 
only  if the precedent in terest or in terests in  
the property did n o t term inate before th e  
beginning o f th e  6-m onth  period w hich  ends 
on  th e  date o f th e  enactm ent o f th is  Act.

§ 8 1 .7 9  [A m en d m en t]

Pa r . 20. S ection  81.79, as am ended  by 
T reasu ry  Decision 6034, is fu r th e r  
am ended  as follows:

(A) By am end ing  th e  second sen tence 
of th e  firs t und esig n a ted  p a ra g ra p h  (26 
C FR  (1939) 8 1 .79 (b )(1 )) of p a ra g ra p h  
(b) to  re a d  a s  follow s: “I n  add ition , 
w here  th e  p reced en t in te re s t o r in te re s ts  
did  n o t te rm in a te  before M arch  3, 1958, 
if  th e  d is tr ic t d irec to r finds th a t  th e  p a y ­
m e n t of th e  ta x  a t  th e  ex p ira tio n  of th e  
period  of p o stponem en t described in  th e  
preced ing  sen tence  would re su lt in  undue  
h a rd sh ip  to  th e  esta te , a s  such  te rm  is 
described in  p a ra g ra p h  (a) of th is  sec ­
tion , h e  m ay, u n d e r conditions th e  sam e 
as those  u n d e r w hich ex tensions of tim e  
fo r p ay m en t of ta x  a re  g ra n te d  by th e  
C om m issioner u n d e r p a ra g ra p h  (a) of 
th is  section, ex tend  th e  tim e  fo r p ay m en t 
fo r a  reasonab le  period  or periods n o t to  
exceed in  a ll 2 years  fro m  th e  ex p ira tio n  
of th e  period  of postponem ent. The. p ro ­
visions of th is  p a ra g ra p h  a re  lim ited  to  
cases in  w hich  th e  reversionary  or r e ­
m a in d e r in te re s t is included  in  th e  d e ­
c ed en t’s gross es ta te  as such  a n d  do n o t
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ex ten d  to  cases in  w hich  th e  deceden t 
c rea tes  fu tu re  e s ta te s  by h is  own te s ta ­
m e n ta ry  ac t."

(B) By am end ing  th e  firs t sen tence  of 
th e  th ir d  und esig n a ted  p a ra g ra p h  (26 
C FR  (1939) 8 1 .79 (b )(3 )) of p a ra g ra p h  
(b) to  re a d  as follows: “As a  p re requ isite  
to  th e  postponem en t or ex tension  of th e  
p ay m en t of th e  ta x  a ttr ib u ta b le  to  a  r e ­
versionary  o r re m a in d e r in te re s t, a  bond  
m u st be fu rn ish e d  in  such  a n  a m o u n t (a t  
le a s t double th e  a m o u n t of th e  ta x  a n d  
in te re s t fo r  th e  es tim a ted  d u ra tio n  of 
th e  p reced en t in te re s t in  th e  case of a  
p o s tp o n e m e n t) , a n d  w ith  such  su re ties 
as th e  C om m issioner deem s necessary , 
conditioned  upon  th e  p a y m en t of th e  ta x  
a n d  in te re s t accrued  th e re o n  w ith in  six  
m o n th s  a f te r  th e  te rm in a tio n  of th e  
p reced en t in te re s t in  th e  case of p o s t ­
pon em en ts  a n d  w ith in  th e  period  of th e  
ex tension  in  th e  case of ex tensions.”

(C) By am end ing  th e  f if th  und esig ­
n a te d  p a ra g ra p h  (26 C FR  (1939) 81.79 
(b) (5 ))  of p a ra g ra p h  (b) to  re a d  as 
follow s:

I f  th e  tim e  fo r  p ay m e n t of F ed era l 
e s ta te  ta x  a ttr ib u ta b le  to  a  reversionary  
o r  re m a in d e r in te re s t in  p ro p e rty  is p o s t ­
poned  o r ex tended  u n d e r th is  p a ra g ra p h , 
a ll e s ta te , in h e ritan ce , legacy, o r  succes ­
s ion  tax es  allow able a s  a  c re d it u n d e r 
th e  provisions of sections 813 (b) o r  ( c ) , 
o r  9 3 6 (c ), w h ich  a re  p a id  a n d  fo r  w h ich  
c re d it is c la im ed  w ith in  th e  period  p ro ­
v ided in  su ch  sections w ill be allow ed 
(n o t to  exceed th e  lim ita tio n s  in  su ch  sec ­
tio n s) a n d  th e  allow ance w ill be applied  
f irs t  to  th e  respective p o rtio n s of th e  
F ed e ra l ta x  a ttr ib u ta b le  to  th e  sam e in ­
te re s ts  in  p ro p e rty  to  w hich  th e  e sta te , 
in h e ritan ce , legacy, o r  succession tax es  
a re  a ttr ib u ta b le . E s ta te , in h e ritan ce , 
legacy, o r  succession taxes, a s described  
in  sec tion  813 (b) o r  ( c ) , o r  u n d e r sec ­
t io n  936(c), w h ich  a re  a ttr ib u ta b le  to  
th e  reversio n ary  o r re m a in d e r in te re s t 
a n d  w h ich  a re  p a id  a n d  fo r  w hich  c red it 
is  c la im ed  a f te r  th e  e x p ira tio n  of th e  
period  p rovided  in  those  sections w ill 
also  be allow ed as a  c re d it a g a in s t th e  
F ed e ra l ta x  a ttr ib u ta b le  to  su ch  in te re s t 
(n o t to  exceed th e  lim ita tio n s  in  such  
sections) if  su ch  tax es  a re  p a id  a n d  
c re d it th e re fo r  is c la im ed  p rio r  to  th e  ex ­
p ira tio n  of 60 days a f te r  th e  te rm in a tio n  
o f th e  preced ing  in te re s t o r  in te re s ts  in  
th e  p ro p e rty  or, if  th e  preced ing  in te re s t 
o r  in te re s ts  d id  n o t  te rm in a te  before 
Ju ly  5 ,1958, w ith in  th e  tim e  fo r pay m en t 
o f th e  ta x  as postponed  a n d  ex tended 
u n d e r sec tion  925.

§ 8 1 .8 1  [A m endm ent]

P a r . 21. S ection  81.81 is am ended—
(A) By am end ing  th e  firs t sen tence 

of p a ra g ra p h  (b) to  re a d  a s  follow s: “I f  
th e  tim e  fo r  th e  p ay m en t of th e  ta x  
a ttr ib u ta b le  to  a  rev ersionary  o r r e ­
m a in d e r in te re s t is postponed  o r ex ­
ten d ed  in  accordance w ith  th e  provisions 
of section  925, th e  am o u n t th e  p ay m en t 
of w hich  is so postponed  o r ex tended  will 
b ea r in te re s t a t  th e  r a te  of 4 p ercen t p e r 
an n u m  fro m  th e  ex p ira tio n  of 18 m o n th s 
a f te r  th e  d a te  of th e  d eceden t’s d e a th  
u n til  such  am o u n t is p a id .”

(B) By add ing  a t  th e  end  of p a ra g ra p h  
(b) th e  follow ing new  sen tence: “I f  th e  
tim e  fo r  p ay m en t of a n  a m o u n t of ta x

is also ex ten d ed  in  accordance w ith  th e  
provisions of section  925, th e  p o rtio n  of 
such  a m o u n t of ta x , to g e th e r w ith  
in te re s t accrued  th e reo n , w h ich  is n o t 
p a id  in  fu ll o n  o r before  th e  d a te  of th e  
ex p ira tio n  of th e  period  of th e  ex tension  
b ears  in te re s t a t  th e  r a te  of 6 p e rc e n t pe r 
an n u m  fro m  th e  d a te  of th e  ex p ira tio n  
of th e  period  of th e  ex tension  u n t |l  p a id .”

[F.B. Doc. 61-443; Filed, Jan. 18, 1961;
8:49 a.m.]

Title 5— ADMINISTRATIVE 
PERSONNEL

C h a p t e r  I I— Em p l o y m e n t  a n d  C o m ­

p e n sa t i o n  i n  t h e  C a n a l  Z o n e

creases, service p rio r  to  conversion to 
th e  new  pay  schedules will be counted in 
th e  follow ing m an n er:

(1) I f  upon  conversion the employee 
receives a n  increase equivalent to the 
difference betw een tw o steps on the old 
schedule, service p rio r to  conversion will 
n o t be counted  tow ard  an  additional step 
a n d  w ill be forfeited .

(2) I f  u p o n  conversion the employee 
does n o t receive a n  increase equivalent 
to  th e  d ifference betw een two steps on 
th e  old  schedule, service without an 
equ iva len t increase  prior to conversion 
w ill be counted  tow ard  the next step. 
A ny service in  excess of th e  requirement 
fo r  th e  s tep  is forfeited.

* * * * *
§ 2 0 4 .1 5  Periodic and longevity in« 

creases.

P A RT  2 0 1  — G E N E R A L

P A RT  2 0 4 — C O M P E N SA T I O N  A N D  

A L L O W A N C E S

M i sc e l l a n e o u s  A m e n d m e n t s

Effective upon  pub lica tion  in  th e  F e d ­

e r a l  R e g i s t e r , §§ 201.100(a) (5 ) , 204.6, 
204.13(d), 204.13(e) (1) a n d  (2 ), 204.15 
(a) a n d  '204.18 a re  am ended  as follows:

§ 2 0 1 .1 0 0  E xclusions.
* * * * *

(a) * * *
(5) H o sp ita l res id en ts  a n d  in te rn s , 

a n d  o th e r  s tu d e n t h o sp ita l em ployees in  
th o se  ca tegories fo r  w h ich  m axim um , 
s tipends have  been  prescribed  h y  th e  
Civil Service Com m ission p u rs u a n t to  
s ta tu te .

§ 2 0 4 .6  Service.

S ales-type, food-service, housekeeping, 
a n d  re la te d  su b m anageria l positions, 
firefighters, rep ro d u c tio n  a n d  p r in tin g  
p la n t positions, a n d  c e r ta in  re la te d  oc ­
cu p a tio n s except fo r  th o se  w h ich  a re  
specifically included  in  th e  Special C a te ­
gory. T h is  ca tegory  is es tab lished  a s  a  
tra n s itio n a l job  grouping. T hese  posi ­
tio n s  m ay  be reassigned  to  th e  o th e r  
categories in  accordance w ith  th e  needs 
of th e  d e p a rtm e n ts  b u t sub jec t to  co ­
o rd in a tio n  fo r un ifo rm ity .

§ 2 0 4 .1 3  Conversion to new schedules. 
* * * * *

(d) I f  th e  em ployee’s ex isting  r a te  is 
above th e  m ax im um  ra te  estab lished  fo r 
th e  grade, pay  level, a n d /o r  d esignation  
of h is  position  on  th e  a p p ro p ria te  new  
schedule, h e  w ill re ta in  h is  ex isting  r a te  
as a  saved ra te , so long  as h e  rem ain s 
iii th e  sam e position  as th a t  in  w h ich  h e  
w as serv ing  a t  th e  tim e  of in itia l con ­
version, o r  u n til  subsequen t change  is 
effected to  a n o th e r  position  un less th e  
change  is m ade  w ith o u t a n  increase  in  
p ay  to  a  position  of equal o r h ig h e r  level, 
o r u n til  h e  becom es en titled  to  a  h ig h e r 
ra te  u n d e r th e  n o rm a l op era tio n  of th e  
pay  system  to  w hich  h e  h a s  been  
changed. I f  th e  subsequen t chan g e  is 
m ade  to  a  position  of equal o r h ig h e r 
level a n d  if  ap p lica tio n  of th e  n o rm al 
pay  fixing ru le  would re su lt  in  a  de ­
c rease  in  pay , th e  em ployee’s saved ra te  
will be  preserved.

(e) F o r th e  purpose of d e te rm in in g  en ­
t i t le m e n t to  periodic o r  longevity  in -

(a) N o n -m a n u a l and service catego­
ries. Em ployees in  positions in these 
categories sh a ll be advanced successively 
to  th e  n e x t h ig h e r scheduled or longevity 
s tep  w ith in  th e ir  grade in  accordance 
w ith  S u b p a rt A, P a r t  25, of this title, ex- ! 
cep t t h a t  fo r  employees in  grades NM-1 
th ro u g h  NM -10 an d  S - l  through S-9 
th e  w aiting  period  fo r periodic step in­
c reases w ill be fifty-tw o (52) calendar 
weeks a n d  fo r  employees in grades 
NM -11 a n d  above th e  waiting period for 
periodic step  increases will be seventy-1 
e ig h t (78) ca len d ar weeks.

* * * * *

§ 2 0 4 .1 8  Pay saving.

W henever th e  ra te  of basic compensa­
t io n  of a n  em ployee established, at any 
tim e, in  re la tio n  to  ra tes of compensa­
t io n  fo r th e  sam e or similar work in me 
c o n tin e n ta l U nited  S tates is converted, 
on  o r a f te r  th e  effective date of the Ini- ¡ 
t ia l  ad ju s tm en ts  under sections of the 
Act, to  a  r a te  of basic compensation es- j 
tab iish ed  in  re la tio n  to  rates in areas! 
o th e r  th a n  th e  continental United States 
u n d e r  sec tion  5(b) of the Act, su 
em ployees shall, pending transfer to aj 
position  fo r w hich  th e  ra te  of basic com- ■. 
p en sa tio n  is established in relation j 
ra te s  in  th e  con tinen ta l United S 
u n d e r sec tion  5 (b ), continue to re 
th e  r a te  of basic compensation (but ex 
e lud ing  add itional pay assignment 
w h ich  h e  w as en titled  immediately pnor 
to  such  conversion, so long as ne 
m a in s  in  th e  sam e position as tha | 
w hich  h e  w as serving 
r a te  w as converted, or mitdsul^QU ! 
ch an g e  is effected to  a n o t h ^  J  
unless th e  change is made w 0 J  
in crease  in  pay  t o  a  position of ea j 

or h ig h e r level. If  ^ 3 t t S 3  
ch an g e  is m ade to  a  position ® q 
h ig h e r  level an d  #  
n o rm a l pay  fixing rule 
decrease in  pay, th e  empl yj* t be 
r a te  w ill be preserved. J
eligible fo r  w ith in-grade s a l a r y ^  ^
g ra n te d  to  N o n - M a n u a l  or e
ployees, s tep  increases gm utedm  
u a l em ployees, or across-tli _ {or| 
creases g ran ted  to  M anual ition the j
so long as h e  rem ains m  a ^  orfixed;
sa la ry  fo r w hich is derived ^  
in  re la tio n  to  wage out-;

R epublic of .? a n ^ l an 2 tS S ta te s , side  th e  co n tinen ta l Unitea »
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(Sec. 15, 72 Stat. 405; E.O. 10740, 23 P B . § 9 3 8 .1 4 0  R egistered handlers o f  pota- 
9627,3 CFR 1958 Supp.) toes fo r  chipping.

W i l b e r  M. B r u c k e r , 
Secretary o f th e  A rm y.

IFB. Doc. 61-413; Piled, Jan. 18, 1061; 
8:45 a.m.j

Title 7— AGRICULTURE
Chapter V I I I— C o m m o d i t y  St a b i l i z a ­

t ion Ser v i ce  ( Su ga r ) ,  D e p a r t m e n t  o f  

Agr icul t ure

SUBCHAPTER B— SU G A R  R E Q U IR EM E N T S A N D  

Q U O T A S

[Sugar Beg. 815]

PART 815— A L L O T M EN T  O F  T H E D I ­

RECT - CO N SU MPT IO N  P O R T I O N  O F  

M AIN LAN D SU G A R  Q U O T A  F O R 

PUERTO RICO

Three-Mont h Pe r i o d  En d i n g  M a r c h  3 1 ,  

19 6 1

Correction

InP.R. Document 60-12176, appearing  
In the issue for F riday, D ecem ber 30, 
1960, at page 13948, th e  head ings should 
read as set forth above.

Chapt er IX— A g r i c u l t u r a l  M a r k e t i n g  

Service ( M a r k e t i n g  A g r e e m e n t s a n d  

Orders),  De p a r t m e n t  o f  A g r i c u l t u r e

PART 9 3 8 — I R I S H  P O T A T O E S  G R O W N  

IN  R E D  R I V E R  V A L L E Y  O F  N O R T H  

D A K O T A  A N D  M I N N E S O T A

Subpart — Ex e m p t i o n  Ce r t i f i c a t e s a n d  

Sa f e g u a r d s

Reg ist er ed Ha ndl e r s

Notice of rule m aking reg ard in g  
Proposed am endm ent to  § 938.140 
CFR 938.140) of th e  rules an d  regul 
»tons for establishm ent of safeguar 
(oubpart—Exemption C ertificates -a: 
u u ï £ rt*s) ^  m ade effective und 
Marketing Agreement No. 135, an d  Ord

K 8 (iLCPR Part 938) was Publish 
I R e g is t e r  D ecem ber :

2® 25 P-?- 12752>* T his p rog ram  
raective under the  A gricultural M arke

i Z f 8?®??6?* Act of 1937> as am end  

31> M am ended:

anTl!nrÏÏÎice5̂ orde(i in terested  perso: 
are„ r ? Unifcy te  hie d a ta , views,

! &  G a i n i n g  th e re to  n o t la t
FEDERArpdayS a fte r Publication in  ti 
^ eral  Reg ist er . None was filed.

' mattÏÏ»« Onsideration of ah  releva: 
I S t  fÆ enî ? ’ d e lu d in g  th e  propo
I vas reÎo2m S,Îh ^ t fo resa id  n o t ic e  w h i« 
ley p S ta S ^ T ded.?y th e  Red R iver Va 
suant to J S ? “* * *  established  pu  
order niarketing agreem ent ai 
1938 14ft (rj J?£2Posed am endm ent 

k d  ro L ( 7 ^  938.140) of th e  n i l  
^ e g u a r d w ^ î l  estab lishm en t

! aPProved. d ®a^®gu^ d s )  is here)

belowaBaended* § 938.140 is se t fori

(a ) (1) H an d le rs  of p o ta toes t h a t  h ave  
been  conditioned, o r  a re  to  be cond i ­
tioned , fo r  special use a s  p o ta to  ch ips 
m ay  app ly  fo r re g is tra tio n  w ith  th e  com ­
m itte e  as reg is te red  h a n d le rs  of p o ta toes 
fo r  ch ipping . H an d le rs  w ho ap p ly  fo r 
re g is tra tio n  as reg iste red  h a n d le rs  of 

.po ta to es  fo r  ch ipp ing  sh a ll fu rn is h  th e  
com m ittee  w ith  evidence of special s to r ­
age a n d  o th e r  fac ilities  fo r  condition ing  
po ta to es  fo r  p o ta to  ch ips a n d  sh a ll agree 
to  fu rn ish  th e . com m ittee  w ith  such  
rep o rts  as th e  com m ittee  m ay  require . 
A pplication  m ay  be m ade o n  fo rm s f u r ­
n ish ed  by th e  com m ittee . Evidence re ­
qu ired  by th e  com m ittee  sh a ll include th e  
follow ing:

(1) L ocation  of th e  a p p lic a n t’s  s to r ­
age fac ilities  w ith in  th e  p ro d u c tio n  area .

(ii) Size o r o th e r descrip tion  of s to r ­
age facilities.

(iii) F ac ilities  fo r  co n tro l of storage, 
te m p e ra tu re  a n d  hum id ity , a n d  o th e r  
p e r tin e n t in fo rm a tio n  concern ing  th e  
adequacy a n d  effectiveness of ap p lic a n t’s 
fac ilities  fo r  condition ing  po ta to es  fo r  
chipping .

(iv) Evidence of a  c o n tra c t o r o th e r 
a rra n g e m e n t w ith  a  m a n u fa c tu re r  o r 
processor o f p o ta toes fo r  p o ta to  chips, or 
such  o th e r  evidence o f reg u la r  opera tions 
a s  a  supp lie r of po ta to es  fo r  p o ta to  chips 
a s  th e  com m ittee  deem s adequate .

(v) S uch  o th e r  in fo rm a tio n  as th e  
com m ittee  m ay  requ ire  to  enable th e  
com m ittee  to  d e te rm in e  th e  ap p lic a n t’s 
qualifications as a  h a n d le r  of p o ta toes 
fo r  chipping .

(2) T h e  com m ittee or its  duly  a u th o r ­
ized a g e n t sh a ll give p ro m p t con sid era ­
tio n  to  each  app lication . A pproval of 
a n  app lica tio n  based  upon  a  d e te rm in a ­
t io n  as to  w h e th e r th e  in fo rm a tio n  con ­
ta in e d  th e re in  a n d  o th e r in fo rm a tio n  
availab le to  th e  com m ittee su p p o rts  a p ­
p roval sh a ll be evidenced by no tifica tion  
in  w ritin g  to  th e  ap p lican t. I f  a n  ap p li ­
c a tio n  is denied  i t  sh a ll be re tu rn e d  to  
th e  ap p lic a n t w ith  a  b rie f s ta te m e n t in  
w ritin g  of th e  reaso n s th e re fo r.

(b) T h e  com m ittee  fro m  tim e  to  tim e 
m ay  co n duct surveys of th e  o p era tions 
of reg iste red  h a n d le rs  of po ta to es  fo r  
ch ipp ing  to  d e te rm in e  w h e th e r such  
h a n d le rs  a re  com plying w ith  req u ire ­
m en ts  applicable to  th e  h a n d lin g  of 
p o ta to es  fo r  chipping. W henever th e  
com m ittee  finds t h a t  a  reg iste red  h a n d le r  
of po ta to es  fo r  ch ipp ing  h a s  fa iled  to  
fu rn ish  rep o rts  o r  in fo rm a tio n  requested  
by th e  com m ittee  o r is fa ilin g  to  com ply 
w ith  requ irem en ts a n d  reg u la tio n s a p ­
p licable to  th e  h a n d lin g  o f po ta to es  fo r 
ch ipping , th e  com m ittee  m ay  rescind  th e  
re g is tra tio n  of such  h an d le r. S uch  d is ­
qualification  sh a ll app ly  to  a n d  n o t ex ­
ceed a  reasonab le  period  of tim e  as 
de te rm in ed  by th e  com m ittee  b u t in  no 
even t sh a ll i t  ex tend  beyond th e  succeed ­
in g  fiscal period. A n y  h a n d le r  whose 
re g is tra tio n  a s  a  reg iste red  h a n d le r  of 
po ta to es  fo r ch ipp ing  is rescinded, o r 
whose ap p lica tio n  th e re fo r  h a s  been 
denied, m ay  ap p ea l to  th e  com m ittee  in  
w ritin g  fo r  reco n sid era tio n  of such  d is ­
qualification  o r denial.

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674)

D ated : J a n u a ry  16, 1961, to  becom e 
effective 30 days a f te r  p u b lica tion  in  th e  
F e d e r a l  R e g i s t e r .

F l o y d  F . H e d l t j n d , 
D ep u ty  D irector, 

F ru it a n d  Vegetable Division.

[P.R. Doc. 61-433; Piled, Jan. 18, 1961; 
8:48 a.m.]

P A RT  9 9 3 — D R I E D  P R U N ES P R O ­

D U C ED  I N  C A L I F O R N I A

O r d e r ,  a s  A m e n d e d ,  R e g u l a t i n g  

H a n d l i n g

I t  is hereby  o rdered  t h a t  on  a n d  a f te r  
th e  effective d a te  h ereo f a ll h a n d lin g  of 
d ried  p ru n es produced  in  C alifo rn ia  sh a ll 
be in  conform ity  to, a n d  in  com pliance 
w ith , th e  O rder R eg u la tin g  th e  H a n ­
d ling  of D ried P ru n es  P roduced  in  C ali ­
fo rn ia , a s  a m ended (O rder No. 93, as 
am ended ; 7 C FR  P a r t  993), a n d  as f u r ­
th e r  am ended  by th is  order. All of th e  
findings, de te rm in a tio n s, te rm s, a n d  
conditions of th e  “O rd er A m ending th e  
O rder, a s  A m ended, R egu la ting  th e  H a n ­
d ling  of D ried  P ru n es P roduced  in  C ali ­
fo rn ia ” w hich  w as annexed  to  a n d  m ad e  
a  p a r t  of th e  decision of th e  A ssistan t 
S ecre ta ry  of A griculture, d a ted  Novem ­
b er 23, 1960 (F J t . Doc. 60-11044; 25 F.R . 
12191), w ith  resp ec t to  proposed am en d ­
m en ts  to  th e  am ended  m a rk e tin g  ag ree ­
m e n t a n d  o rd e r reg u la tin g  th e  h a n d lin g  
of such  d ried  p ru n es sha ll be, a n d  th e  
sam e hereby  are , th e  findings, d e te rm i ­
n a tio n s, te rm s, a n d  conditions of th is  
o rd e r a s  if  se t f o r th  in  fu ll here in .

T h e  a fo resa id  find ings a n d  d e te rm i ­
n a tio n s  a re  h ereby  supp lem en ted  by th e  
follow ing ad d itio n a l d e te rm in a tio n s : A 
new  p a ra g ra p h ' (c) is added  to  § 993.0.

I t  is fu r th e r  o rdered  th a t ,  fo r  con ­
v en ien t reference , th e  te x ts  of th e  codi ­
fied p o rtions of said  O rd e r No. 93, as 
am ended  (7 C FR  P a r t  993), a n d  as f u r ­
th e r  am ended  by th e  afo resa id  am en d ­
a to ry  o rd er sh a ll be pub lished  in  th e  
F e d e r a l  R e g i s t e r  as  a  single docum ent 
in  revised codified form . I n  th is  connec ­
tion , c e r ta in  sec tion  n u m b er designations 
(includ ing  in tra se c tio n  references th e re ­
to ) of O rd e r No. 93, as am ended  a n d  c u r ­
re n tly  in  effect, a n d  of th e  aforesaid  
am en d a to ry  o rd er have  been  revised 
(i.e., renum bered  or conform ed,, as  th e  
case m ay  be) to  provide a n  o rderly  se ­
quence of, a s  well as p ro p e r re ference  to, 
th e  sections.

Accordingly, th e  order, a s  am ended, is 
hereby  fu r th e r  am en d ed  to  read  as h e re ­
in a f te r  se t fo r th  a n d  to  becom e effec ­
tive on  A ugust 1, 1961, except §§ 993.24, 
993.26 th ro u g h  993.30, 993.32, 993.34 
(§ 993.33 of th e  rev ised  co d ifica tio n ), th e  
deletion  of p re se n t § 993.33, a n d  th e  
am en d m en t of p re sen t §§ 993.41, 993.42, 
993.43, 993.44, a n d  993.45 to  re a d  as a  
single section, designated  § 993.41, w hich  
sh a ll becom e effective 30 days a f te r  p u b ­
lica tio n  in  th e  F e d e r a l  R e g i s t e r . T h e  
provisions of th is  su b p a rt cu rren tly  in  
effect sh a ll co n tinue  in  fu ll fo rce a n d  
effect excep t a s  otherw ise provided by 
th is  order, as  am ended.
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Sec.
993.0 Findings and determ inations.

993.1

,< De f in i t io ns  

Secretary.
993.2 Act.
993.3 Person.
993.4 Area.
993.5 Prunes.
993.6 N on-French prunes.
993.7 French prunes.
993.8 Natural condition  prunes.
993.9 Processed prunes.
993.10 Standard prim es.
993.11 Standard processed prunes.
993.12 Substandard prunes.
993.13 Handle.
993.14 Handler.
993.15 Dehydrator.
993.16 Producer.
993.17 Ton.
993.18 Grade.
993.19 Size.
993.20 Crop year.
993.21 D om estic.
993.22 Consumer package.
993.23 Part and subpart.

Pr une  Ad minis t r a t iv e  Co mmit t e e

993.24 E stab lishm ent and mem bership.
993.25 Term  of office.
993.26 Selection.
993.27 E ligib ility.
993.28 Nom inees.
993.29 A lternates.
993.30 Failure to  nom inate.
993.31 Acceptance.
993.32 Vacancies.
993.33 V oting procedure.
993.34 C om pensation and expenses.
993.35 Powers.
993.36' D uties.
993.37 Research and developm ent.

Mar k e t ing  Po l ic y  

993.41 M arketing policy.

Gr ade  a nd  Siz e  Re g ul a t io ns

993.48 R egulation.
993.49 Incom ing regulation.
993.50 O utgoing regulation.
993.51 Inspection  and certification.
993.52 M odification.
993.53 Above parity situations.

Re po r t s  a nd  Bo o k s  a nd  Ot h e r  Reco r ds

993.71 Confidential in form ation.
993.72 Reports o f acquisitions, sales, uses,

and shipm ents.
993.73 Other reports.
993.74 Records.
993.75 V erification of reports.

Ex pe nse s  a nd  Asse ssme nt s

993.80 Expenses.
993.81 Assessm ents.
993.82 Funds.

M is c e l l ane o us  Pr o v is io ns

993.83 R ights of th e  Secretary.
993.84 Personal liability .
993.85 Separability.
993.86 Derogation.
993.87 D uration of im m u n itie s ..
993.88 Agents.
993.89 Effective tim e.
993.90 T erm ination or suspension.
993.91 Procedure upon  term ination.
993.92 Effect o f term ination  or am endm ent.
993.93 Am endm ents.
993.97 E xhib it A, m in im um  standards.

Aut h o r i t y : §§ 993.0 to  993.97 issued under  
secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-^674.

§ 9 9 3 .0  F indings and determ inations.

(a) Previous find ings and  d e term in a ­
tions. T h e  find ings a n d  d e te rm in a tio n s 
h e re in a f te r  se t fo r th  a re  supp lem en tary ,

a n d  i n  ad d ition , to  th e  findings a n d  de ­
te rm in a tio n s  w hich  w ere m ad e  in  con ­
n ec tio n  w ith  issuance of th e  o rd er a n d  of 
each  previously  issued  am en d m en t 
th e re to . E xcep t th e  find ing  as to  th e  
base period  fo r p a r ity  com pu ta tion , a n d  
except in so fa r a s  such  findings a n d  de ­
te rm in a tio n s  m ay  be in  conflict w ith  th e  
find ings a n d  d e te rm in a tio n s  se t fo r th  
h ere in , a ll  of th e  sa id  previous findings 
a n d  d e te rm in a tio n s  a re  hereby  ra tified  
a n d  affirm ed. (F or p r io r  findings a n d  
d e te rm in a tio n s  see 14 F.R. 5254; 16 F.R. 
8437; 19 F .R . 1301; 22 F .R . 8254.)

(b) F indings upon  th e  basis o f th e  
hearing  record. P u rs u a n t to  th e  A gri ­
c u ltu ra l M ark e tin g  A greem ent A ct of 
1937, a s  am ended  (secs. 1-19, 48 S ta t. 
31, as am ended ; 7 U.S.C. 601-674), a n d  
th e  app licab le  ru les of p rac tice  a n d  p ro ­
cedure, a s  am ended  (7 C FR  P a r t  900), 
a  pub lic  h e a rin g  w as h e ld  in  S a n  F ra n ­
cisco, C alifo rn ia , o n  A pril 18, 1960, on  
p roposed  am en d m en ts  to  M arketing  
A greem ent No. 110, a s  am ended, a n d  
O rder No. 93, as am ended  (7 C FR  P a r t  
993), reg u la tin g  th e  h a n d lin g  of d ried  
p rim es p roduced  in  C aliforn ia . O n  th e  
basis of th e  evidence adduced  a t  th e  h e a r ­
ing, a n d  th e  reco rd  th ereo f, i t  is found  
th a t :

(1) T h e  sa id  order, as am ended  a n d  as 
h ereby  fu r th e r  am ended, a n d  a ll o f th e  
te rm s  a n d  conditions thereo f, w ill te n d  
to  effectuate  th e  dec lared  policy o f th e  
a c t;

(2) T he  sa id  order, as am ended  a n d  as 
hereb y  fu r th e r  am ended, reg u la te s  th e  
h a n d lin g  of d ried  p ru n es p roduced  in  
C a lifo rn ia  in  th e  sam e m a n n e r  as, a n d  
is app licab le  only  to  persons in  th e  r e ­
spective classes of in d u s tr ia l or com m er ­
c ia l ac tiv ity  specified in , th e  m ark e tin g  
ag reem en t u p o n  w hich  h ea rin g s  h ave  
been  h e ld ; '

(3) T h e re  a re  n o  differences in  th e  
p ro d u c tio n  a n d  m a rk e tin g  of d ried  
p ru n e s  in  th e  p ro d u c tio n  a re a  covered by 
th e  order, a s  am ended  a n d  a s  hereby  f u r ­
t h e r  am ended, w hich  req u ire  d ifferen t 
te rm s  app licable to  d ifferen t p a r ts  of such  
a re a ;

(4) T h e  sa id  o rder, as am ended  a n d  
as hereb y  fu r th e r  am ended , is lim ited  
in  its  ap p lica tio n  to  th e  sm allest reg ional 
p ro d u c tio n  a re a  t h a t  is p rac ticab le , con ­
s is ten tly  w ith  ca rry in g  o u t th e  declared  
policy of th e  a c t;  a n d

(5) All h an d lin g  of d ried  p ru n es p ro ­
duced in  C a lifo rn ia  is in  t h e  c u rre n t of 
in te rs ta te  o r  fo reign  com m erce, o r  d i ­
re c tly  burdens, obstructs , o r  affects such  
com m erce.

(c) D eterm inations. I t  is  hereby  d e ­
te rm in ed  th a t :

(1) T h e  “M arketing  A greem ent, as  
A m ended, R eg u la ting  th e  H an d lin g  of 
D ried  P ru n es  P roduced  in  C a lifo rn ia” , 
upon  w hich  a  public  h ea rin g  w as h e ld  
A pril 18, 1960, in  S a n  F rancisco , C ali ­
fo rn ia , h a s  b een  signed by h a n d le rs  (ex ­
c luding  cooperative associations of p ro ­
ducers w ho a re  n o t engaged in  process ­
ing, d is trib u tin g , o r  sh ipp ing  d ried  
p ru n es covered by th e  said  order, as 
am ended  a n d  as hereby  fu r th e r  am en d ­
ed) who, du rin g  th e  period  A ugust 1, 
1959, th ro u g h  Ju ly  31, 1960, h an d le d  n o t 
less th a n  50 p e rc e n t of th e  volum e of 
such  d ried  p ru n es covered by th e  sa id

o rder, a s  am ended  an d  as hereby further 
am ended; an d

(2) T h e  issuance of th is  amendatory 
order, fu r th e r  am ending  the aforesaid 
order, a s  am ended, is favored or ap­
p roved by a t  lea s t tw o-th irds of the pro- 
ducers w ho p a rtic ip a ted  in  a referendum 
on  th e  question  of its  approval and who ! 
du rin g  th e  period August 1, 1959’ | 
th ro u g h  Ju ly  31, 1960 (which has been 
d e term in ed  to  be a  representative 
p e r io d ) , h av e  been  engaged, within the! 
S ta te  of C alifo rn ia , in  the production ] 
fo r  m a rk e t of th e  commodity specified in j  
such  am en d a to ry  order, such producersi 
hav in g  also produced fo r market at least I 
tw o -th ird s  of th e  volum e of such com­
m odity  rep resen ted  in  the referendum.!

I t  is there fore  ordered, That, on and 
a f te r  th e  effective d a te  hereof, all han- ■ 
d ling  o f d ried  p ru n es produced in Cali-' 
fo rn ia , sh a ll be in  conform ity to, and in j 
com pliance w ith , th e  term s and condi- ] 
tions of th e  sa id  order, as amended, and j 
a s  hereby  fu r th e r  amended, as follows: J

D e f i n i t i o n s  

§ 99 3 .1  Secretary.

“S ec re ta ry ” m eans the  Secretary of 
A gricu ltu re  of th e  U nited States, or any 
o th e r  officer o r employee of the United 
S ta te s  D ep a rtm en t of Agriculture who: 
is, o r who m ay  h e rea fte r be, authorized | 
to  exercise th e  powers and to perform the; 
d u ties of th e  Secretary  under the act.

§ 9 9 3 .2  Act.

“A ct” m ean s Public Act No. 10,73d 
Congress, as  am ended and reenacted and 
am ended  by th e  Agricultural Marketing 
A greem ent A ct of 1937, as amended (7 
U.S.C. 601 e t seq .) .

§ 9 9 3 .3  Person.
“P erso n ” m eans a n  individual, part-! 

ne rsh ip , corporation , association, or any j 
o th e r  business un it.

§ 9 9 3 .4  Area.
“A rea” m eans th e  S tate of California. 

§ 9 9 3 .5  Prunes.
“P ru n e s” m eans an d  includes all sun* 

dried  o r artificially  dehydrated pluinSi i 
of an y  type  or variety , produced from j 
p lum s grow n in  th e  area, except: 
S u lfu r-b leach ed  prunes which are pro- j 
duced  fro m  yellow varieties of plums aiw-| 
a re  com m only know n as silver prna > 
a n d  (b) p lum s w hich have not been dn 
o r d eh y d ra ted  to  a  point where they 
capab le  of being stored prior to pacrn 1 
ing, w ith o u t m ate ria l deterioration 
spoilage unless, refrigeration 0? J
a rtific ia l m eans of preservation a ’
a n d  so long as they  are treated WM 
process w hich is in  conformity > 
generally  sim ilar ^ . f ^ ^ w h i c r  
tre a tm e n t of plum s of th a t type
have  been  developed o r  recommended ro 
th e  Food Technology Division, con^ 
of A griculture, University o i l^ain & 
fo r th e  specialty  pack known &s  ̂
m oistu re  co n ten t prunes, ”u henSlfcb 
cep tion  sha ll n o t apply if »nd ^ey 
p lum s a re  d ried  to  th e  point where ^  
a re  capab le  of being stored ^  refrig. 
te r ia l d e terio ra tion  of
e ra tio n  o r o th e r artificial mean* 
preserva tion .
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§ 993.6 Non-French prunes.

“Non-French p ru n es” m ean s p runes 
commonly known as Im p eria l, S ugar, 
Robe de Sargent, B urton , S ta n d a rd , J e f ­
ferson, Fellenberg, I ta lia n , P resid en t, 
Giant, and H ungarian  (G ro ss), produced 
from such varieties of plum s. T h is defi­
nition may be modified by th e  com m ittee  
with the approval of th e  S ecretary .

§ 993.7 French prunes.

“French prunes” m eans: (a) P ru n es  
produced from  plum s of th e  following 
varieties of plum s: F ren ch  (P ru n e  
d’Agen, Petite  P ru n e  d ’A gen), C oates 
(Cox, Double X, S a ra to g a ) ; a n d  (b) an y  
other prunes which possess ta s te , flesh 
texture, and o ther ch arac teris tics  s im ilar 
to those of the  p runes n am ed  in  th is  
section.

§993.8 Natural condition prunes.

“Natural condition p ru n e s” m eans 
prunes which have n o t been processed.

§993.9 Processed prunes.

“Processed prunes” m eans p runes 
which have been cleaned, o r  tre a te d  w ith  
water or steam, by a  han d le r. .

§ 993.10 Standard prunes.

“Standard prunes” m eans any  lo t o f 
natural condition p runes m eeting  th e  
applicable grade an d  size s ta n d a rd s  
prescribed pursuant to  § 993.49.

§ 993.11 Standard processed prunes.

“Standard processed p ru n es” m eans 
any lot of processed prunes m eeting  th e  
applicable grade and  size s ta n d a rd s  p re ­
scribed pursuant to  § 993.50.

§ 993.12 Substandard prunes.

“Substandard prim es” m eans an y  lo t 
of processed or n a tu ra l condition  p ru n es  
failing to meet the  applicable g rade  a n d  
size standards prescribed p u rsu a n t to  
§§ 993.49 and 993.50.

§993.13 Handle.

Handle” means to  receive, package, 
sell, consign, transport, o r sh ip  (except 
as a carrier of prunes owned by a n o th e r 
person), or in  any o th e r way to  place 
E ?  *n the curren t of th e  com m erce 
"jhin the area or from  such a re a  to  an y  

outside thereof: Provided, T h a t 
this term shall hot include: (a) Sales o r 
aeuverics of prunes by a p roducer or de- 

or a Producer, deh y d ra to r, o r
p S f  7 ithin  th e  a re a » (b) th e  re -
»nnw °* prunes by a  producer o r  de- 
und , or from a producer or d eh y d ra to r;' 
ninn« ,recej p ts> sates, o r sh ipm en ts of 
snn X g ? “ *  bandied by a n o th e r p e r-  

n other than  p u rsuan t to  § 993.50(f).
§ 993.14 Handler.

h a n d ^ p r u n e ^ 118 any PerSOn w ho 

§ 993.15 Dehydrator.

Pr<Suce?mim ” *?eans any  Person who 
tag plumf1̂ 68 by drying o r d e h y d ra t-
^W cialheat. ° f Sun~dry ing  o r

§ 993.16 P ro d u c e r .

engageHUCj^  m eans any person  who is 
’ m  a Proprietary capacity , in  

No. 12---- i i

grow ing p lum s fo r d ry ing  o r deh y d ra tin g  
in to  p runes.

§ 9 9 3 .1 7  T on.

“T o n ” m ean s a  sh o rt to n  of 2,000 
pounds.

§ 9 9 3 .1 8  Grade.

“G rad e” m eans th e  c lassification  of 
p ru n es  fo r q uality  a n d  condition  acco rd ­
in g  to  th e  g rad in g  specifications e s tab ­
lished  p u rsu a n t to  the' provisions of th is  
su b p art.

§ 9 9 3 .1 9  Size.

“Size” m eans th e  n u m b er of p runes 
con ta in ed  in  a  pound  an d  m ay  be re ­
fe rred  to  in  te rm s of size ranges.

§ 9 9 3 .2 0  Crop year.

“C rop y e a r” m ean s th e  12-m onth  
period  beg inn ing  A ugust 1 of an y  y ea r 
a n d  end ing  Ju ly  31 of th e  following year.

§ 9 9 3 .2 1  D om estic.

“D om estic’.’ m ean s th e  U nited  S ta tes, 
C anal Zone, P u e rto  Rico, V irgin Islands, 
a n d  C anada .

§ 9 9 3 .2 2  Consum er package.

“C onsum er pack ag e” m ean s: (a) Any 
c o n ta in e r of p rim es ho ld ing  less th a n  10 
pounds of s ta n d a rd  processed p ru n es or 
s ta n d a rd  p ru n es; o r (b) an y  co n ta in e r 
ho ld ing  less th a n  10 pounds of p ru n es  
a n d  o th e r  d ried  f ru it  if  m ore th a n  60 p e r ­
c e n t of th e  n e t  w eigh t of m ixed d ried  
f ru i t  in  th e  lo t consists o f s ta n d a rd  p roc ­
essed p ru n es  o r s ta n d a rd  prunes.

§ 9 9 3 .2 3  Part and subpart.

“P a r t” m ean s th e  o rd e r reg u la tin g  th e  
h a n d lin g  o f d ried  p ru n es  p roduced  in  
C alifo rn ia , a n d  a ll ru les, regu la tions, a n d  
sup p lem en ta ry  o rders issued  th e reu n d e r. 
T h is  o rd e r reg u la tin g  th e  h a n d lin g  of 
d ried  p ru n es p roduced  in  C alifo rn ia  sh a ll 
be a  “s u b p a r t” of such  p a rt.

P r u n e  A d m i n i s t r a t i v e  Co m m i t t e e

§ 9 9 3 .2 4  Establishm ent and m em ber ­
ship .

A P ru n e  A dm in istra tive  C om m ittee 
(h e re in a fte r  re fe rred  to  as" th e  “com ­
m itte e ” ) , consisting  of 21 m em bers, w ith  
a n  a lte rn a te  m em ber fo r  each  such  
m em ber, is hereby  estab lished  to  ad m in ­
is te r  th e  te rm s a n d  provisions of th is  
p a r t, o f w hom  w ith  th e ir  respective a l ­
te rn a te s , 14 sh a ll re p re se n t p roducers 
a n d  7 sh a ll rep resen t h an d lers. F o r th e  
te rm  of office beg inn ing  Ju n e  1,1960, th e  
m em bersh ip  of th e  com m ittee  sh a ll be 
as selected by th e  S ecre ta ry  fo r such  
te rm  in  acco rdance  w ith  th e  provisions 
of th is  p a r t  in  effect on  such  da te . T h e  
com m ittee  m em bersh ip  fo r subsequen t 
te rm s of office sh a ll be a llocated  in  ac ­
co rdance  w ith  th e  following groupings, 
w ith  th e  a lte rn a te  m em ber positions 
id en tica lly  a llo c a te d :'

(a) T h ree  h a n d le r  m em bers to  re p ­
re se n t h a n d le rs  w ho a re  cooperative 
m ark e tin g  associations of producers 
(re fe rred  to  in  th is  p a r t  as “cooperative 
h a n d le rs” ) ;

(b) T h re e  h a n d le r  m em bers to  re p re ­
sen t h a n d le rs  o th e r  th a n  cooperative 
h a n d le rs  (re fe rred  to  in  th is  p a r t  as 
“in d ep en d en t h a n d le rs” ) ;

(c) O ne h a n d le r  m em ber to  rep resen t 
h a n d le rs  w ho a re  cooperative h a n d le rs  
o r in d ep en d en t h an d le rs , w hichever of 
such  h a n d le rs  h an d led  as firs t h a n d le rs  
m ore th a n  50 p e rcen t of th e  p ru n es h a n ­
d led by a ll h a n d le rs  d u rin g  th e  crop  y ear 
p reced ing  th e  y ear in  w hich  no m in a tio n s 
a re  m ade ;

(d) F o u rteen  p roducer m em bers to  be 
selected fro m  an d  to  rep resen t p roducers 
w ho a re  m em bers of cooperative m a r ­
k e tin g  associations (re fe rred  to  in  th is  
p a r t  a s  “cooperative p ro d u cers” ) a n d  
producers o th e r  th a n  “cooperative p ro ­
d ucers” (re fe rred  to  in  th is  p a r t  a s “in ­
d ep en d en t p roducers” ) ; th e  n u m b er of 
th e  p ro d u cer m em bers fo r  th e  coopera ­
tive p ro d u cer group o r th e  in d ep en d en t 
p ro d u cer group, as th e  case m ay  be, sh a ll 
be in  th e  sam e p roportion , a s  n e a r  as 
p rac ticab le , to  th e  to ta l of 14, a s  th e  
to n n ag e  of p ru n es h an d le d  by th e  r e ­
spective g roup  of cooperative h a n d le rs  
o r in d ep en d en t h a n d le rs  as firs t h an d le rs  
d u rin g  th e  crop  y ea r p reced ing  th e  y ear 
in  w h ich  n o m in a tio n s a re  m ade is to  th e  
to ta l  to n n ag e  of p ru n es h an d led  by all 
h a n d le rs  as firs t han d le rs .

§ 9 9 3 .2 5  Term  o f  office.

T h e  te rm  of office of m em bers, an d  
th e ir  respective a lte rn a te s , sh a ll be tw o 
years, end ing  on  M ay 31 of even n u m ­
bered  years, a n d  an y  la te r  d a te  w hich  
m ay  be necessary  fo r  th e  selection  a n d  
qualification  of th e ir  respective su c ­
cessors.

§ 9 9 3 .2 6  Selection.

S election  of m em bers of th e  com m it ­
tee, a n d  th e ir  respective a lte rn a te s , sha ll 
be m ad e  in  th e  a p p ro p ria te  n u m b er spec ­
ified in  § 993.24, by th e  S ecre ta ry  from  
nom inees n o m in a ted  p u rsu a n t to  th is  
p a r t  or, in  th e  d iscre tion  of th e  S ecre ­
ta ry , fro m  o th e r  eligible persons.

§ 9 9 3 .2 7  E ligib ility .

E ach  p ro d u cer m em ber of th e  com m it ­
tee  sh a ll be a t  th e  tim e of h is  selection, 
a n d  d u rin g  h is  te rm  of office, a  p roducer 
in  th e  group, a n d  if  to  re p re se n t a  d is tr ic t 
also in  th e  d is tric t, fo r  w hich  selected, 
and , except fo r  p ro d u cer m em bers re p re ­
sen tin g  cooperative p roducers, sh a ll n o t 
be engaged in  th e  h a n d lin g  of p ru n es 
e ith e r  in  a  p ro p rie ta ry  cap ac ity  o r as a  
d irec to r, officer, o r  employee. E ach  h a n ­
d le r m em ber of th e  com m ittee  sh a ll be a  
h a n d le r  in  th e  g roup  h e  rep resen ts  o r  a  
d irec to r, officer, o r  em ployee of such 
h an d le r.

§ 9 9 3 .2 8  N om inees.

(a) F o r th e  purpose o f ob ta in in g  n o m ­
in a tio n s  fo r p ro d u cer m em bers to  re p re ­
s en t in d ep en d en t p roducers, th e  Com ­
m itte e  shall, w ith  th e  app roval of th e  
S ecre ta ry , divide th e  a re a  in to  d is tr ic ts  
giving, in so fa r as p rac ticab le , equal 
re p re se n ta tio n  to  n u m bers of in d ep en d ­
e n t p roducers a n d  p ro d u c tio n  of p ru n e  
to n n ag e  by such  producers. T h e  n u m b er 
of d is tr ic ts  sh a ll be equal to  th e  n u m b er 
of such  p ro d u cer m em bers o r  seven, 
w hichever is th e  lesser. C an d id a tes  fo r  
n o m in a tio n  by in d ep en d en t p roducers 
fro m  th e  various d is tr ic ts  sh a ll be ob ­
ta in e d  a t  m eetings convened by th e  com ­
m ittee . Follow ing such  m eetings, th e
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com m ittee  sh a ll p re p a re  a  se p a ra te  ba llo t 
fo r  each  of th e  d is tric ts , o r a  jo in t b a llo t 
fo r tw o o r m ore d is tric ts , co n ta in in g  (1) 
th e  n am es of th e  can d id a te s  fo r  each  
d is tr ic t involved a n d  (2) prov ision  fo r 
w rite - in  cand ida tes. T h e  b a llo t sh a ll be 
m ailed  to  each  in d ep en d en t p ro d u cer of 
reco rd  in  each  d is tr ic t. T h e  vo ting  p ro ­
cedure  (including  th e  castin g  of th e  
b a llo t by m ail addressed  to  th e  com m it ­
tee) , a n d  ta b u la tio n  of votes sh a ll be in  
accordance  w ith  ru les  a n d  reg u la tio n s 
p rescribed  by th e  com m ittee , w ith  th e  
app roval of th e  S ecre tary . E ach  vo ter 
sh a ll be en title d  to  ca s t only one vote fo r 
a  m em ber nom inee a n d  only one vote fo r 
a n  a lte rn a te  m em ber nom inee in  a  d is ­
t r ic t  in  w h ich  h e  is a  p roducer, a n d  no 
vo ter sh a ll vote fo r can d id a te s  in  m ore 
th a n  one d is tr ic t. I n  case h e  is a  p ro ­
ducer in  m ore  th a n  one d is tric t, h e  sh a ll 
e lect in  w h ich  of such  .d is tr ic ts  h e  will 
vote a n d  n o tify  th e  com m ittee  as to  h is  
choice. W henever th e  n u m b er of p ro ­
ducer m em bers to  re p re se n t in d ep en d en t 
p ro ducers d u rin g  th e  ensu ing  te rm  of o f ­
fice is to  exceed seven, one nom inee sha ll 
be n o m in a ted  by in d ep en d en t p roducers 
in  each  of th e  seven d is tr ic ts  a n d  a n  
a d d itio n a l nom inee fo r each  m em ber in  
excess of th e  seven m em bers sh a ll be 
n o m in a ted , w ith o u t re fe ren ce  to  d istric ts , 
by su ch  seven nom inees. T h e  com m ittee  
sh a ll recom m end th e  e s tab lish m en t of 
d is tric ts , o r  an y  ch anges th e re in , to  th e  
S ec re ta ry  p r io r  to  J a n u a ry  31 of each  
y ea r in  w h ich  n o m in a tio n s a re  m ade.

(b) N om inations of pro d u cer m em bers 
to  re p re se n t cooperative p roducers a n d  
h a n d le r  m em bers to  re p re se n t coopera ­
tive  h a n d le rs  sh a ll be su b m itted  to  th e  
S ec re ta ry  by cooperative m a rk e tin g  asso ­
c ia tions engaged in  th e  h an d lin g  of 
pru n es before A pril 16 of each  y ear in  
w hich  n o m in a tio n s a re  m ade.

(c) - I n  an y  y ea r in  w h ich  n o m inations 
a re  m ade following a  crop  y ear d u ring  
w hich  th e  to n n ag e  of p ru n es  h an d led  
by in d ep en d en t h a n d le rs  a s  firs t h a n ­
d lers exceeded th e  to n n ag e  of p ru n es 
h an d led  by cooperative h a n d le rs  as firs t 
h an d le rs , nom inees fo r m em ber positions 
to  re p re se n t in d ep en d en t h a n d le rs  sha ll 
be n o m in a ted  as fo llow s:

(1) E ach  of th e  tw o in d ep en d en t h a n ­
d le rs  w ho h an d led  d u rin g  such  preceding  
crop  y ear, th e  tw o la rg e s t p e rcen tages 
of th e  p ru n e  to n n ag e  h a n d le d  by a ll in ­
d ep en d en t h a n d le rs  sh a ll n o m in a te  fro m  
th e ir  respective o rgan izations, one n o m ­
inee fo r a  h a n d le r  m em ber a n d  one  fo r 
a n  a l te rn a te  m e m b e r;

(2) T h ree  in d ep en d en t h a n d le rs  w ho  
h an d le d  d u rin g  such  p reced ing  crop  y ear 
th e  n e x t th re e  la rg es t p e rcen tag es of 
th e  p ru n e  to n n ag e  h an d led  by a ll in d e ­
p e n d e n t h a n d le rs  sh a ll n o m in a te  fro m  
am ong th e ir  o rgan iza tions, one nom inee 
fo r a  h a n d le r  m em ber a n d  one fo r  a n  
a lte rn a te  m e m b e r;

(3) All o th e r  in d ep en d en t h an d le rs  
w ho h a n d le d  th e  rem ain in g  p ercen tage  
of su ch  p ru n e  to n n ag e  sha ll n o m in a te  
fro m  th e ir  o rgan izations, one nom inee 
fo r a  h a n d le r  m em ber a n d  one fo r a n  
a l te rn a te  m em ber.

In  an y  y ea r in  w h ich  no m in a tio n s are  
m ad e  follow ing a  crop y ea r d u rin g  w hich  
th e  to n n ag e  of p ru n es h an d led  by co ­
opera tive  h a n d le rs  as firs t h a n d le rs  ex ­

ceeded th e  to n n ag e  of p ru n e s  h an d led  
by in d ep en d en t h a n d le rs  a s  f irs t  h a n ­
d lers, nom inees fo r  tw o m em ber a n d  
a lte rn a te  positions to  re p re se n t th e  in ­
d ep en d en t h a n d le rs  re fe rre d  to  in  p a ra ­
g ra p h  (c) (1) of th is  sec tion  sh a ll be 
n o m in a ted  in  accordance  w ith  sa id  p a r a ­
g ra p h  (c) (1) , an d  one nom inee fo r  th e  
m em ber a n d  one fo r th e  a lte rn a te  posi ­
tio n  to  rep resen t a ll o th e r in d ep en d en t 
h a n d le rs  sh a ll be n o m in a ted  by th e  h a n ­
d le rs  re fe rred  to  in  p a ra g ra p h  (c) (2) 
a n d  (3) of th is  section  a n d  th e  votes of 
such  h a n d le rs  sh a ll be w eighted  by th e  
to n n ag e  of p ru n es h an d led  d u ring  th e  
preced ing  crop y ea r by th e  respective 
han d le rs .

(d) T h e  com m ittee  sh a ll estab lish , 
w ith  th e  approval of th e  S ecre tary , th é  
p rocedures by w hich  such  nom inations, 
o th e r th a n  by cooperative m ark e tin g  
associations engaged in  th e  h a n d lin g  of 
p runes, sh a ll be o b ta ined  a n d  sh a ll sub ­
m it such  no m in a tio n s to  th e  S ecre tary  
before A pril 16 of th e  y ear in  w hich  
no m in a tio n s a re  m ade. I n  th e  even t th e  
com m ittee  d e term ines t h a t  a n y  no m i ­
n a tin g  p rocedure specified in  th is  sec ­
tio n  does n o t re su lt in  equ itab le  re p re ­
sen ta tio n , i t  m ay  estab lish , w ith  th e  p rio r 
ap p roval of th e  S ecre tary , such  m odifica ­
tio n s  as w ill te n d  to  assu re  such  re p re ­
sen ta tio n .

§ 9 9 3 .2 9  Alternates.

A n a lte rn a te  fo r a  m em ber of th e  com ­
m ittee  sh a ll a c t in  th e  place a n d  s te a d  of 
such  m em ber (a) d u rin g  h is  absence, 
a n d  (b) in  th e  even t of h is  rem oval, 
res ig n a tio n , d isqualification , o r d e a th , 
u n til  a  successor fo r  such  m em b er’s u n ­
expired  te rm  h a s  been  selected  a n d  h a s  
qualified. E xcep t as o therw ise  specifi ­
cally p rovided  in  th is  su b p a rt, th e  p rov i ­
sions of th is  p a r t  app licable to  m em bers 
also app ly  to  a l te rn a te  m em bers.

§ 9 9 3 .3 0  Failure to nom inate.

I f  a  n o m in a tio n  fo r an y  position  on 
th e  com m ittee  is n o t received by th e  S ec ­
re ta ry  by M ay 1, th e  S ecre ta ry  m ay  select 
a n  eligible ind iv idual w ith o u t re g a rd  to  
nom inations.

§ 9 9 3 .3 1  Acceptance.

E ach  p erson  selected  as a  m em ber or 
a l te rn a te  m em ber of th e  com m ittee  shall, 
p rio r to  serv ing  on  th e  com m ittee, 
qualify  by filing w ith  th e  S ec re ta ry  a  
w ritte n  accep tan ce  w ith in  15 days a f te r  
receiv ing  no tice  of h is  selection.

§ 9 9 3 .3 2  Vacancies.

I n  th e  even t of an y  com m ittee  vacancy 
occasioned by th e  rem oval, res ignation , 
d isqualification , o r  d e a th  of an y  m em ber, 
o r in  th e  even t of th e  fa ilu re  of a n y  p e r ­
son  selected as a  m em ber o r a lte rn a te  
m em ber to  qualify , a  successor fo r  th e  
un ex p ired  te rm  sh a ll be n o m in a ted  
w ith in  60 ca len d a r days th e reo f. S uch  
no m in a tio n s sh a ll be m ade in  th e  m a n n e r  
provided  fo r In  th is  su b p a rt, in so fa r as 
applicable, except t h a t  no m in a tio n s of 
nom inees fo r a  p roducer m em ber posi ­
t io n  to  re p re se n t in d ep en d en t p roducers 
m ay, a t  th e  d iscre tion  of th e  com m ittee, 
be m ade to  th e  com m ittee  by  th e  in cu m ­
ben t-p roducer m em bers of th e  com m ittee  
w ho rep resen t in d ep en d en t producers.

§ 9 9 3 .3 3  V oting procedure.

D ecisions of th e  committee shall be 
by m a jo rity  vote of th e  members present 
a n d  voting  a n d  a  quorum  m ust be pres­
e n t:  Provided, T h a t  decisions on market - 
ing  policy, g rade  or size regulations, or 
p ack  specifications shall require at least 
11 affirm ative votes. A quorum shall 
consist of a t  lea s t 12 members of whom 
a t  lea s t e ig h t m u st be producer members 
a n d  a t  le a s t fou r m u st be handler mem­
bers. E xcep t in  case of emergency, a 
m in im um  of five days’ advance notice 
m u st be given w ith  respect to any meet­
ing  of th e  com m ittee. In  case of an 
em ergency, to  be determ ined within the 
d iscre tio n  of th e  chairm an  of the com­
m ittee , as m u ch  advance notice of a 
m eeting  as is p racticab le  in  the circum­
s tan ces sh a ll be given. The committee 
m ay  vote by m ail or telegram  upon due 
no tice  to  a ll m em bers, bu t any propo­
s itio n  to  be so voted upon first shall be 
exp lained  accu ra tely , fully, and identi­
cally by m ail o r te legram  to all members. 
W hen  an y  proposition  is submitted to be 
voted  on  by such  m ethod, one dissenting 
vote sh a ll p rev en t its  adoption and at 
le a s t 11 affirm ative votes shall be re­
qu ired  fo r adoption.

§ 9 9 3 ,3 4  Com pensation and expenses.

T h e  m em bers of th e  committee, and 
th e ir  a lte rn a te s  w hen acting as members, 
¿hall receive $10.00 p er day for each day 
devoted to  perform ing  their duties here­
u n d er, p lus th e ir  reasonably necessary 
expenses.

§ 9 9 3 .3 5  Powers.

T h e  com m ittee shall have the follow­
ing  pow ers:

(a) T o a dm in is te r the  terms and pro­
visions of th is  su bpart;

(b) To m ake ru les and regulations to 
effec tuate  th e  te rm s and provisions of 
th is  su b p a rt;

(c) T o  receive, investigate, and re­
p o r t to  th e  S ecre tary  complaints of vio­
la tio n s  of th is  subpart; and

(d) To recommend to the Secretary 
am endm ents to  this subpart.

9 9 3 .3 6  D uties.
T h e  com m ittee shall have, among 

th e rs , th e  following duties:
(a) To a c t  as interm ediary between 

he S ecre ta ry  an d  any producer, de- 
[ydrator, o r  h an d le r;

(b) To keep m inutes, books, and otner 
ecords w hich  shall clearly re“®ct h 
f  its  ac ts  a n d  transactions, and sucn 
lin u te s , books, an d  other records
■e su b jec t to  exam ination by the bee 
ary  a t  an y  tim e;

(c) To m ake, subject to the pn°r P 
iroval of th e  Secretary, scientific ® 
th e r  studies, an d  assemble dataon 
•roducing, hand ling , shipping, an _ _  
:eting conditions relative to JP ^  
/h ich  a re  necessary in  connection
he  perfo rm ance  of its official d >

(d) To select, from  a ^ o n g its ®  
>ers, a  ch a irm a n  and other appoP " d 
officers, a n d  to  adopt such 
egu lations fo r th e  conduct 0 deem 
less of th e  com m ittee as it may
idvisable; , „,„h 0ther

(e) To appo in t or em ploys h ^
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to determine th e  salaries a n d  define th e  
duties of such persons;

(f) To subm it to  th e  S ecre ta ry  n o t 
later than th e  fo u rth  T uesday  of Ju ly  
of each year, a  budget of its  an tic ip a ted  
expenditures and  th e  recom m ended ra te  
of assessment fo r th e  ensu ing  crop  year, 
and the supporting d a ta  th e re fo r;

(g) To subm it to  th e  S ecre ta ry  such  
available inform ation  w ith  resp ec t to  
prunes as the com m ittee m ay  deem  a p ­
propriate, or as th e  S ecre ta ry  m ay  
request;

(h) To prepare an d  subm it to  th e  
Secretary m onthly s ta te m e n ts  of th e  
financial operations of th e  com m ittee  
and to make such s ta tem en ts , to g e th e r 
with the m inutes of th e  m eetings of said  
committee, available fo r  in spection  a t  
the offices of th e  com m ittee by p ro ­
ducers, dehydrators, an d  h a n d le rs ;

(i) To cause th e  books of th e  com ­
mittee to be audited by a  certified  public 
accountant a t least once each  crop  year, 
and at such o ther tim es as th e  com m it ­
tee may deem necessary o r a s  th e  S ecre ­
tary may request, an d  two copies of each  
such audit report sha ll be sub m itted  to  
the Secretary and a  copy w hich  does n o t 
contain confidential d a ta  sh a ll be av a il ­
able for inspection a t  th e  offices of th e  
committee, by producers, d eh y d ra to rs, 
and handlers;

(j) To give th e  S ecre ta ry  th e  sam e 
notice of meetings of th e  com m ittee  
as is given to th e  m em bers of th e  
committee;

(k) To give producers, d ehydra to rs, 
and handlers reasonable advance no tice  
of meetings of th e  com m ittee, a n d  to  
maintain all such m eetings open to  such  
persons;

(l) To investigate com pliance w ith  
the provisions of th is  su b p a rt a n d  w ith  
any rules and regulations estab lished  
pursuant to such provisions; a n d

(m) To establish, w ith  th e  app roval of 
the Secretary, such rules an d  procedures 
relative to adm inistration  of th is  su b p a rt 
as may be consistent w ith  th e  provisions 
contained in th is su b p art a n d  as m ay  be 
necessary to accom plish th e  purposes of 
the act and th e  efficient ad m in is tra tio n  
of this subpart.

§ 993.37 Research and developm ent.

,, committee, w ith  th e  app roval oi 
ine Secretary, m ay estab lish  o r provide 
or the establishm ent of m ark e tin g  re-

«fSC54.and . developm ent P rojects de- 
to assist, improve, o r p rom ote th< 

marketing distribution, an d  consum p- 
«on of prunes. The exp en se o f sue! 
K f s  be paid  from  fu n d s  col­
lected pursuant to § 993.81.

Ma r k e t in g  Po l i c y  

§993.41 Marketing policy.

the fou rth  T uesday of each
subm it^ S “T ttee sha il p rePa re  anc 
f o r th u ^ J î?  Secretary a  re p o rt setting 
for th e ln eĈ >mmended m ark e tin g  policj 
i t ? op y ear- 111 t h e evem 
Policy bcM nfdV!Sa? le to  hiodify  such 
Ply or n tt! !86 °f changed dem and, sup- 
shall in™ 6? +Conditions’ th e  committe< 
subm it??111̂  a  new pollcy a n d  «hai 
In d ev e lo rv ^ Î* 161̂ 011 to  ttie  S ecre ta ry  

policy, th ,
““ Uttee shall give consideration  to  th<

h a n d le r  carryover, p roduction , p robable 
quality  a n d  p ru n e  sizes in  th e  crop , d e ­
m a n d s  in  dom estic a n d  fo reign  m ark e ts , 
w h e th e r p ro d u cer p rices a re  likely  to  

jexceed p a rity  a n d  th e  p robab le  assess ­
able to n n ag e  fo r th e  purposes of § 993.81 
a n d  such  o th e r  fa c to rs  a s  m ay  h av e  a  
b ea rin g  on  th e  m ark e tin g  of p ru n es or 
th e  ad m in is tra tio n  of th is  p a r t. Notice 
of th e  com m ittee’s m a rk e tin g  policy, a n d  
of a n y  m odifications th e reo f, sh a ll be 
given p ro m p tly  by reasonab le  publicity , 
to  p roducers, d e h y d ra to rs  a n d  han d le rs .

G r a d e  a n d  S i z e  R e g u l a t i o n s  

§ 9 9 3 .4 8  R egulation.

No h a n d le r  sh a ll h an d le  p ru n es except 
in  accordance w ith  th e  provisions of th is  
p a r t.

§ 9 9 3 .4 9  Incom ing regulation.

(a) NO h a n d le r  sh a ll receive p runes 
fro m  producers o r deh y d ra to rs , o th e r 
th a n  su b s ta n d a rd  p runes, un less such  
p ru n es m ee t th e  m in im um  s ta n d a rd s  fo r 
n a tu ra l  condition  p ru n es se t fo r th  in  
§ 993.97 (E xhib it A ), o r as such  s ta n d ­
a rd s  m ay  be m odified, or th e  m ore r e ­
s tric tive  g rad e  reg u la tio n  estab lished  
p u rsu a n t to  th is  section, a n d  th e n  in  
effect: Provided, T h a t  no  h a n d le r  sh a ll 
receive an y  p ru n es (including  su b s ta n d ­
a rd  p ru n es) fro m  producers o r  deh y ­
d ra to rs  unless such  p ru n es  h av e  been  
properly  d ried  a n d  cu red  in  o rig inal 
n a tu ra l  condition , w ith o u t th e  ad d itio n  
of w ate r, a n d  a re  free  fro m  active in sec t 
in festa tio n , so th a t  th e y  a re  capab le  of 
being  received, s to red , a n d  packed  w ith ­
o u t m a te r ia l d e te rio ra tio n  o r spoilage. 
A ny “h ig h  m oistu re  c o n te n t p rim es,’’ as 
described  in  th e  excep tion  in  § 993.4(b), 
in  th e  possession of a  h an d le r , sh a ll be 
h e ld  se p a ra te  a n d  a p a r t  fro m  a n y  p ru n es 
h e ld  by h im . I f  su ch  “h ig h  m o istu re  
c o n te n t p ru n e s” a re  d ried  o r  d eh y d ra ted  
to  a  p o in t w here th e y  a re  capab le  of being 
sto red , w ith o u t m a te r ia l d e te rio ra tio n  o r 
spoilage, u n re frig e ra te d  o r n o t otherw ise 
a rtific ia lly  preserved , th e y  sh a ll be 
deem ed, a t  th a t  tim e, to  h a v e  been  r e ­
ceived by su ch  h a n d le r  as p runes, a n d  
sh a ll be su b jec t to  a ll o f th e  conditions 
a n d  re s tr ic tio n s  of th is  su b p a rt.

(b) T h e  S ecre tary , on  th e  basis of a  
reco m m en d atio n  of th e  com m ittee  or 
o th e r in fo rm atio n , m ay  estab lish  size 
reg u la tio n s or m ore re s tr ic tiv e  g rade 
reg u la tio n s w ith  resp ec t to  p ru n es  th a t  
m ay  be received by a  h a n d le r  fro m  p ro ­
ducers a n d  d eh y d ra to rs  w henever he  
finds t h a t  such  ac tio n  would te n d  to  
e ffectuate  the. dec lared  policy of th e  act.

(c) W hen  a n  in spection  certificate  
shows th a t  a  lo t of su b s tan d a rd  p ru n es 
received by a  h a n d le r  fro m  a  p roducer 
o r d eh y d ra to r co n ta in s  p ru n es w ith  de ­
fec ts  in  excess of those  p e rm itted  in  IC  
(1) o r  (2) of § 993.97 th e  q u a n tity  of 
p ru n es  w ith  such  defects necessary  to  be 
rem oved from  th e  lo t in  o rd er th a t  th e  
ba lan ce  of th e  lo t would th e n  be w ith in  
th e  to lerances fo r such  defects sh a ll be 
de te rm in ed  a n d  th e  h a n d le r  sh a ll d is ­
pose of a  like q u a n tity  of p ru n es  affected 
by such  defects in  n o n -h u m a n  con ­
su m p tio n  o u tle ts : Provided, T h a t  th e  
com m ittee , by its  ru les  a n d  regu la tions, 
sh a ll prescribe a  m ax im um  p ercen tage  of 
su ch  defects in  a n y  lo t received by a

h a n d le r ; a n d  an y  lo t so received w hich  
co n ta in s  a  g re a te r  percen tag e  of such  
defects sh a ll be disposed of in  i ts  en tire ty  
in  n o n -h u m a n  consum ption  ou tle ts. In  
d e te rm in in g  th e  defective p ru n es to  be 
disposed of, co nsidera tion  sh a ll be given 
to  th e  size ran g es of th e ir  occurrence 
a n d  v a ria tio n s  in  th e ir  condition . W ith  
th e  approval of th e  S ecre tary , th e  com r 
m ittee  sh a ll issue such  ru les a n d  re g u la ­
tio n s  (includ ing  th e  p re sc rip tio n  of a  
m ax im um  percen tag e) as m ay  be neces ­
sa ry  to  ad m in is te r th e  provisions of an d  
to  in su re  com pliance w ith , th is  section.

§ 9 9 3 .5 0  O utgoing regulation.

(a) E xcep t as o therw ise specifically 
provided, no  h a n d le r  sh a ll sh ip  o r o th e r ­
wise m ake fina l d isposition  of p ru n es 
w hich  fa il to  m ee t th e  app licab le  m in i ­
m um  s ta n d a rd s  se t fo r th  in  § 993.97 (E x ­
h ib it  A ), o r as such  s ta n d a rd s  m ay  be 
m odified, fo r s ta n d a rd  p ru n es  or s ta n d ­
a rd  processed p runes.

(b) T h e  S ecre tary , on  th e  basis of a  
reco m m en d atio n  of th e  com m ittee  or 
o th e r  in fo rm atio n , m ay  estab lish  size 
regu la tions, pack  specifications, o r m ore 
restric tiv e  g rad e  reg u la tio n s w ith  r e ­
spect to  p ru n es  t h a t  m ay  be sh ipped  o r 
o therw ise disposed of by a  h a n d le r  if 
such  ac tio n  would te n d  to  effec tuate  th e  
declared  policy of th e  ac t. I f  a  m ore 
re s tr ic tiv e  g rade  re g u la tio n  is e s tab ­
lished  in  connection  w ith  § 993.97 (E x ­
h ib it A) i t  sh a ll in so fa r as p rac ticab le  
app ly  co m parab ly  to  b o th  n a tu ra l  cond i ­
t io n  p ru n es a n d  processed p runes. 
W hen  p ack  specifications a re  in  effect, 
n o  h a n d le r  sh a ll sh ip  p ru n es  in  con ­
sum er packages, unless such  p ru n es  a re  
iden tified  by a n  a p p ro p ria te  label, seal, 
s tam p , o r ta g  affixed to  su ch  co n ta in e r 
by th e  h a n d le r  show ing th e  size of 
p ru n es  in  th e  lo t from  w hich  th e  con ­
ta in e r  w as packed. In  o rd er to  effectu ­
a te  such  o rderly  m ark e tin g  of p ru n e s  as 
w ill be in  th e  public in te re s t, w h e th e r 
p rices a re  above or below p a rity , n o  h a n ­
d le r sh a ll use descrip tive te rm s in  a  m a n ­
n e r  in co n sis ten t w ith  t h a t  se t fo r th  in  
th is  su b p a rt o r in  an y  p ack  specifications 
o r o th e r reg u la tio n  issued by th e  S ecre ­
ta ry  p u rs u a n t to  th is  su b p art.

(c) N o n -F ren ch  p ru n e s : No h a n d le r  
sh a ll sh ip  or o therw ise  m ak e  fin a l d is ­
position  of an y  lo t of s ta n d a rd  p ru n es 
o r s ta n d a rd  processed p ru n es  of th e  n o n - 
F re n c h  v arie ties o r an y  lo t w h ich  in ­
cludes n o n -F re n c h  p ru n es in  excess of a  
to le ran ce  to  be p rescribed  by th e  S ecre ­
ta ry  on  reco m m endation  of th e  com m it ­
tee , un less th e  average c o u n t of such  
n o n -F re n c h  p ru n es is 50 o r less p er 
pound , o r  if of th e  Robe de S a rg e n t v a ­
r ie ty  is 60 o r less p e r  pound. How ever, 
u n d e r safeg u ard s to  be estab lished  by th e  
com m ittee , such  p ru n es  m ay  be sh ipped  
to  o r disposed of in  p ru n e  p ro d u c t o u tle ts  
in  w hich  th e y  lose th e ir  fo rm  a n d  c h a r ­
a c te r  as p ru n es by conversion  p r io r  to  
consum ption . A to le ran ce  as to  th e  p e r ­
m itte d  dev ia tion  of sizes a b o u t th e  av e r ­
age co un t sh a ll be  p rescribed  by  th e  
S ecre ta ry , upon  reco m m en d atio n  of th e  
com m ittee.

(d) F re n c h  p ru n es: No h a n d le r  sh a ll 
sh ip  o r o therw ise m ake fina l d isposition  
of an y  lo t of consum er packages of 
F re n c h  p ru n es  un less th e  average co u n t 
o f su ch  p rim es co n ta in ed  in  su ch  lo t is
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100 o r less p er pound. I n  d e term in in g  
w h e th e r  such  lo t of p ru n es conform s to  
th is  m in im u m  size req u irem en t, th e  fo l ­
low ing to le ran ce  sh a ll app ly : I n  a  sam ple 
of 100 ounces, th e  co u n t p e r pound  of 
10 ounces of th e  sm allest p ru n es sha ll 
n o t v ary  fro m  th e  co u n t p e r p o und  of 
10 ounces of th e  la rg e s t p ru n es  by m ore 
th a n  45 po in ts. T h e  S ecre ta ry  m ay, u p ­
on  th e  basis of th e  recom m endation  an d  
in fo rm a tio n  su b m itted  by th e  com m ittee 
a n d  o th e r availab le  in fo rm atio n , m odify 
o r chan g e  th is  to lerance  fo r un ifo rm ity  
of size.

(e) No h a n d le r  sh a ll sh ip  o r o therw ise 
m ake fina l d isposition  of an y  lo t of sub ­
s ta n d a rd  p ru n es  excep t fo r  use as p ru n e  
p ro d u c ts  in  w hich  th e  p ru n es lose th e ir  
fo rm  a n d  c h a ra c te r  a s p ru n es by conver ­
sion p rio r  to  consum ption , or fo r use in  
n o n -h u m a n  consum ption  o u tle ts : P ro ­
v ided , T h a t  an y  such  p ru n es w hich  a re  
sh ipped  or o therw ise disposed of fo r h u ­
m a n  consum ption  sh a ll m ee t th e  m in i ­
m um  s ta n d a rd s  p rescribed  in  I I  C (1 ), 
(2 ), an d  (3) of § 993.97 or as such  s ta n d ­
a rd s  as m ay  p u rsu a n t to  § 993.52 be m od ­
ified. T h e  com m ittee  sh a ll issue any  
such  ru les a n d  reg u la tio n s as m ay  be 
necessary  to  in su re  such  uses.

(f) N o tw ith stan d in g  th e  re stric tio n s 
co n ta in ed  in  th is  section, an y  h a n d le r  
m ay  tra n s fe r  p ru n es from  one p la n t 
owned by h im  to  a n o th e r  p la n t  owned by 
h im  w ith in  th e  a re a  w ith o u t hav in g  a n  
in spection  m ade as provided  fo r in  
§ 993.51. Any h a n d le r  m ay  sh ip  p ru n es 
from  h is  p la n t  to  an o th e r  h a n d le r ’s p la n t  
w ith in  th e  a re a  w ith o u t h av in g  a n  in ­
spection  m ad e  as p rovided  fo r in  § 993.51, 
b u t  a  re p o rt of such  in te r -h a n d le r  t r a n s ­
fe r  sh a ll be m ad e  p ro m p tly  by th e  t r a n s ­
fe rr in g  h a n d le r  to  th e  com m ittee. T he  
receiv ing  h a n d le r  shall, before sh ipp ing  
o r o therw ise  m ak ing  fin a l d isposition  of 
such  p runes, com ply w ith  th e  req u ire ­
m en ts  of th is  section  a n d  of § 993.51.

§ 9 9 3 .5 1  Inspection  and certification.

E ach  h a n d le r  sh a ll a t  h is  own expense, 
before o r  u p o n  th e  receiving, a n d  before 
th e  sh ipp ing  o r d isposing of p runes, 
cause a n  in sp ection  ■to be m ade of such  
p ru n es  to  d e te rm in e  w h e th e r th ey  m eet 
th e  app licab le  g rade a n d  size req u ire ­
m en ts  o r  th e  p ack  specifications, in c lu d ­
ing  labeling, effective p u rsu a n t to  th is  
p a r t. S uch  h a n d le r  sh a ll o b ta in  a  
certifica te  t h a t  such  p ru n es m ee t th e  
a fo rem en tioned  app licab le  req u irem en ts 
a n d  sh a ll su b m it such  certificate , o r cause 
i t  to  be subm itted , to  th e  com m ittee. Ac­
cep tab le  certificates sh a ll be th o se  issued 
by in specto rs of th e  D ried  F ru it  A ssocia ­
t io n  of C alifo rn ia . T h e  S ecre ta ry  m ay  
d esignate  a n o th e r  In sp ec tio n  service in  
th e  even t th e  services of th e  A ssociation 
prove u n sa tisfac to ry .

§ 9 9 3 .5 2  M odification.

M inim um  s ta n d a rd s , pack  specifica ­
tio n s  o r  size reg u la tio n s m ay  be m odified 
by th e  S ecre ta ry , on  th e  basis of a  recom ­
m en d a tio n  of th e  com m ittee  o r o th e r  in ­
fo rm atio n , w henever h e  finds th a t  such  
m odification  would te n d  to  e ffectuate  th e  
dec lared  policy of th e  ac t.

§ 9 9 3 .5 3  Above parity situations.

T h e  m in im um  sta n d a rd s , th e  m in i ­
m u m  sizes, an d  th e  p rovisions of th is  p a r t

re la tin g  to  a d m in is tra tio n  sh a ll co n tinue  
in  effect irrespective of w h e th e r th e  
e stim ated  season  average  p rice  fo r  
p ru n es  is in  excess of th e  p a r ity  level 
specified in  section  2(1) of th e  ac t.

R e po r t s  a n d  B o o k s  a n d  Ot h e r  R e c o r d s  

§ 9 9 3 .7 1  C onfidential in form ation.

All rep o rts  a n d  records fu rn ish ed  o r 
su b m itted  by h a n d le rs  to  th e  com m ittee  
w hich  include d a ta  o r  in fo rm a tio n  con ­
s ti tu tin g  a  tra d e  secre t o r  disclosing of 
th e  tra d e  position, fin an c ia l condition , 
or business o p era tions of th e  p a r tic u la r  
h a n d le r  from  w hom  received sh a ll be 
received by, a n d  a t  a ll tim es k ep t in  th e  
custody a n d  u n d e r th e  co n tro l o f . one 
o r m ore em ployees of th e  com m itee, who 
shall disclose such  in fo rm a tio n  to  no  
person  except th e  S ecre tary . N o th w ith - 
s tan d in g  th e  above provisions of th is  sec ­
tion , in fo rm a tio n  m ay  be disclosed to  th e  
com m ittee  w hen reasonab ly  necessary  to  
enable th e  com m ittee  to  ca rry  o u t its  
fu n c tio n s u n d e r th is  su b p art.

§ 9 9 3 .7 2  Reports o f  acquisitions, sales, 
uses, and shipm ents.

E ach  h a n d le r  sh a ll file such  rep o rts  of 
h is  acquisitions, sales, uses, a n d  sh ip ­
m en ts  of p runes, as m ay  be requested  by 
th e  com m ittee.

§ 9 9 3 .7 3  Other reports.

U pon th e  req u est of th e  com m ittee, 
each  h a n d le r  sh a ll fu rn ish  such  o th e r 
rep o rts  a n d  in fo rm a tio n  a s  a re  needed 
to  enab le  th e  com m ittee  to  perfo rm  its  
fu n c tio n s u n d e r th is  su b p art.

§ 9 9 3 .7 4  Records.

E ach  h a n d le r  sha ll m a in ta in  such  
records of p ru n es received, h e ld  a n d  d is ­
posed of by h im , as a re  p rescribed  by 
th e  com m ittee  a n d  needed by i t  to  p e r ­
fo rm  its  fu n c tio n s u n d e r th is  su b p a rt. 
S uch  records sh a ll be re ta in e d  fo r a t  
le a s t tw o years  beyond th e  crop  y ea r of 
th e ir  app licab ility .

§ 9 9 3 .7 5  V erification o f  reports.

F o r th e  purpose of check ing  a n d  v eri ­
fy ing  rep o rts  filed by h a n d le rs  o r th e  
o p era tio n  of h a n d le rs  u n d e r th e  p rov i ­
sions of th is  su b p a rt, th e  com m ittee, 
th ro u g h  i ts  duly au th o rized  agen ts, sh a ll 
h av e  access to  an y  prem ises w here p ru n es 
m ay  be held  by an y  h a n d le r  a n d  a t  an y  
tim e d u rin g  reasonab le  business hours, 
sh a ll be p e rm itte d  to  in sp ec t an y  p ru n es 
so h e ld  by such  h a n d le r  a n d  an y  a n d  all 
records of such  h a n d le r  w ith  respect to  
th e  ho ld ing  or d isposition  p f a ll p runes 
w hich  m ay  be h e ld  o r w hich  m ay  h ave  
been disposed of by him .

Ex p e n s e s  a n d  A s s e s s m e n t s  

§ 9 9 3 .8 0  E xpenses.

T h e  com m ittee  is au th o rized  to  in cu r 
su ch  expenses as th e  S ecre ta ry  finds a re  
reaso n ab le  a n d  likely to  be in cu rred  by 
i t  du rin g  each  crop  y ea r fo r  th e  m a in te ­
n an ce  a n d  fu n c tio n in g  of th e  com m ittee  
a n d  fo r such  o th e r  purposes as th e  S ec ­
re ta ry  m ay, p u rs u a n t to  th e  provisions 
of th is  su b p a rt, d e te rm in e  to  be 
app ro p ria te .

§ 9 9 3 .8 1  Assessm ents.

(a )  E ach  h a n d le r  sh a ll p a y  to  th e  
com m ittee , u p o n  dem and , w ith  respect

to  a ll p ru n es  received by him  from pro­
ducers a n d  dehydra to rs, his pro rata 
sh a re  of a ll expenses which the Secre­
ta ry  finds a re  reasonable and likely to be 
in c u rre d  by th e  com m ittee during each 
crop  year. E ach  h a n d le r’s pro rata share 
sh a ll be th e  r a te  of assessment per ton 
fixed by th e  S ecretary . At any time dur­
ing  or a f te r  a  crop year the Secretary 
m ay  increase  th e  ra te  of assessment to 
cover u n an tic ip a te d  expenses of the 
com m ittee  o r a  deficit in  assessable 
tonnage .

(b) In  o rder to  provide funds to carry 
o u t th e  fu n c tio n s of th e  committee, the 
com m ittee  m ay accep t advance payments 
fro m  an y  h a n d le r  to  be credited toward 
such  assessm ents as m ay be levied pur­
su a n t to  th is  section  against the respec­
tive h an d le r.

(c) Any m oney collected as assess­
m en ts  du rin g  an y  crop year and not 
expended in  connection with the com­
m itte e ’s opera tions m ay be used by the 
com m ittee  fo r a  period of five months 
subsequen t to  such  crop year. At the 
end  of such  period  th e  committee shall, 
fro m  fu n d s  on  h an d , refund or credit 
to  h a n d le r  accounts th e  aforesaid excess. 
E ach  h a n d le r’s sh are  of such excess 
fu n d s sh a ll be th e  am ount of assess­
m en ts  h e  h a s  paid  in  excess of his pro 
r a ta  sh a re  of th e  actua l net expenses of 
th e  com m ittee  fo r th e  preceding crop 
year. Any m oney collected from as­
sessm ents h ereu n d e r and  remaining un­
expended in  th e  possession of the 
com m ittee  a t  th e  term ination of this 
p a r t, sh a ll be d istribu ted  in such manner 
as th e  S ecre ta ry  m ay direct: Provided, 
T h a t  to  th e  e x te n t practical, such funds 
sh a ll be re tu rn e d  pro ra ta  to the persons 
fro m  w hom  such funds were collected.

§ 9 9 3 .8 2  Funds.

All fu n d s received by the committee 
p u rsu a n t to  th e  provisions of this part 
sh a ll be used solely for authorized pur­
poses. T h e  S ecretary  may, a t any time, 
requ ire  th e  com m ittee or its members 
a n d  a lte rn a te  m em bers to account for all 
rece ip ts  a n d  disbursem ents.

M i s c e l l a n e o u s  P r o v is io ns  

§ 9 9 3 .8 3  R ights o f  the Secretary.

T h e  m em bers of th e  committee (in­
c luding  successors or alternates) and 
an y  ag en t o r employee appointed or em­
ployed by th e  com m ittee, shall be sub­
je c t to  th e  rem oval or suspension by tn 
S ecre tary , in  h is  discretion, a t any time. 
E ach  a n d  every decision, determination, 
o r  o th e r  ac ts  of th e  committee shall 
sub jec t to  th e  continuing right of 
S ecre ta ry  to  disapprove of the same , 
an y  tim e, an d  upon such disappro . 
sh a ll be deem ed null and void.

§ 9 9 3 .8 4  Personal liability.
No m em ber or a lternate  member of 

th e  com m ittee, o r any employee, 
resen ta tiv e , o r agen t thereof sh
h eld  personally  responsible, either
d iv idually  o r jo in tly  w ith others, “  rs 
w ay w hatsoever, to  any person, i  
in  ju d g m en t, m istakes, or ot ’
e ith e r of com m ission or omission, 
m em ber, a lte rn a te  member. acts
rep resen ta tiv e , or agent, exc P 
of d ishonesty .
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§ 993.85 Separability.

If any provision of th is  su b p a rt is de ­
clared invalid, o r  th e  app licab ility  
thereof to any person, c ircum stance, or 
thing is held invalid, th e  valid ity  of th e  
remainder of th is  su b p a rt o r  th e  appli-. 
cability thereof to  any  o th e r person, c ir ­
cumstance, or th in g  sha ll n o t be affected 
thereby.
§ 993.86 Derogation.

Nothing contained in  th is  su b p a rt is, 
or shall be construed to  be, in  derogation  
or in modification of th e  r ig h ts  of th e  
Secretary or of th e  U nited  S ta te s  to  ex ­
ercise any powers g ran ted  by th e  a c t or 
otherwise, or, in  accordance w ith  such 
powers, to act in  th e  prem ises w henever 
such action is deem ed advisable.

§993.87 Duration o f  im m unities.

The benefits, privileges, a n d  im m u n i ­
ties conferred upon an y  person  by v ir ­
tue of this subpart sha ll cease upon  th e  
termination of th is  su b p art, except w ith  
respect to acts done u n d er an d  d u ring  
the existence of th is  subpart.

§ 993.88 Agents.

(a) Authorization by Secretary. T he 
Secretary may, by a designation  in  w rit ­
ing, name any person, includ ing  an y  o f ­
ficer or employee of th e  U n ited  S ta te s  
Government, or nam e any  b u reau  o r d i ­
vision in the U nited S ta te s  D ep a rtm en t 
of Agriculture, to  a c t as h is  ag e n t o r 
representative in  connection w ith  an y  of 
the provisions of th is  subpart.

(b) Authorization by com m ittee . T he  
committee may authorize an y  p erson  o r 
persons or agency to  a c t as its  ag en t 
or representative in  connection  w ith  th e  
provisions of th is  subpart.

§ 993.89 Effective tim e.

The provisions of th is  su b p art, as well 
as any amendments to  th is  su b p art, sha ll 
become effective a t  such  tim e  as th e  
secretary may declare, a n d  sh a ll con ­
tinue in force un til te rm in a ted , o r  d u rin g

tMSMso’ in °ne °f the ways specifled

§ 993.90 Termination or suspension.

(a) Failure to effectuate policy o f i

m ay* a t  any  tim e, t  
h T Z L the Provisions of th is  subpj
meanTi? a t least one day’s n o tice 

f release o r in  an y  ot]
gp .er be m ay determ ine. 'I 
the o n S f-ShaU term ina te  o r suspe
s io n S iS ®  ° i  any or a11 of th e  Prc 
t R ? i h S su? p a rt- w henever h e  fb
! e c t r l Pr,°Visions d0 n o t te n d  to

(b) n J u  d®?lared Policy of th e  act 
terminate'« S * * “ 11'. .T he Secre ta ry  s i 
on w w J h puProvisions of th is  subp
any Lon I t  hf  flfteen th  day  of Ju ly
of suchPrm tf’ t0 156 effective a t  th e  ( 
lu ired todtP yt a r ’ w henever h e  is 
tion 8c(l6wm  th e  provisions of s
^  mav ? ?  0f the. a c t- T he Sec 
desirable how &ny- tim e he  deem s 
erstodetermfe8, rf ferendum  of prodi 
N atio n  of t n t  wh®th e r  they  fav o r t  
ginning 0s.H1b p a rt- H °wever, 1
receives a r l n 19 5 1’ i f  t h e  Se c r e t !

at least a 1! ! c.°nHn e n d a tio n . a d o p te d
Members of th tlty vote of th e  ProdU( 

S of the com m ittee, request:

th e  ho ld ing  of such  a  re fe ren d u m , th e  
S ec re ta ry  sh a ll ho ld  such  a  re fe ren d u m : 
Provided, T h a t  th e  S ec re ta ry  sh a ll n o t 
be requ ired  to  h o ld  such  a  re fe ren d u m  
upon  th e  basis of such  a  request m ore 
th a n  once every tw o years.

(c) T erm in a tio n  o f act. T h e  p rov i ­
sions of th is  su b p a rt sh a ll te rm in a te , in  
an y  event, upon  th e  te rm in a tio n  of th e  
act.

§ 9 9 3 .9 1  Procedure upon term ination.

U pon th e  te rm in a tio n  of th is  su b p art, 
th e  m em bers of th e  com m ittee th e n  
fu n c tio n in g  sh a ll con tinue as jo in t 
tru stees, fo r th e  purpose of liqu ida ting  
th e  affairs of th e  com m ittee. A ction 
by such  tru s te e  sh a ll requ ire  th e  co n ­
cu rrence  of a  m a jo rity  of th e  said  t r u s ­
tees. S uch  tru s te e s  sh a ll co n tin u e  in  
such  cap ac ity  u n til  d ischarged  by th e  
S ecre tary , a n d  shall, from  tim e  to  tim e, 
accoun t fo r  a ll rece ip ts  a n d  d isbu rse ­
m en ts  a n d  deliver a ll p ro p e rty  on  h an d , 
to g e th e r w ith  a ll books a n d  records of 
th e  com m ittee  a n d  th e  jo in t tru stees , to  
such  p erson  as th e  S ecre ta ry  m ay  d i ­
re c t;  a n d  shall, upon  th e  req u est of th e  
S ecre tary , execute such  assignm en ts or 
o th e r  in s tru m e n ts  necessary  o r ap p ro ­
p r ia te  to  vest in  such  p erson  fu ll t itle  
a n d  r ig h t to  all th e  funds, p roperties, 
a n d  cla im s vested in  th e  com m ittee  o r 
th e  jo in t tru stees , p u rsu a n t to  th is  sub ­
p a rt. Any person  to  w hom  funds, p ro p ­
e rty , o r claim s have been  tra n s fe r re d  o r 
delivered by th e  com m ittee  o r th e  jo in t 
tru stees , p u rsu a n t to  th is  section, sh a ll 
be su b jec t to  th e  sam e obligations im ­
posed upon  th e  m em bers of th e  sa id  com ­
m itte e  a n d  u p o n  said  jo in t tru stees .

§ 9 9 3 .9 2  Effect o f  term ination or am end ­
m ent.

U nless o therw ise  expressly provided by 
th e  S ecre tary , th e  te rm in a tio n  of th is  
su b p a rt o r  of an y  re g u la tio n  issued p u r ­
su a n t to  th is  su b p a rt, o r th e  issuance of 
a n y  am en d m en t to  e ith e r thereo f, sh a ll 
n o t (a ) affect o r waive an y  r ig h t, du ty , 
obligation , o r  liab ility  w hich  sh a ll have 
a risen  o r w hich  m ay  th e re a f te r  a rise  in  
connection  w ith  an y  provision  of th is  
su b p a rt o r an y  reg u la tio n  issued u n d e r 
th is  su b p a rt, o r  (b) re lease  o r ex tingu ish  
an y  vio lation  of th is  su b p a rt o r a n y  re g u ­
la tio n  issued u n d e r th is  su b p art, o r  (c) 
affect o r im p a ir  an y  r ig h ts  o r rem edies 
of th e  S ecre tary , o r  o f a n y  o th e r  person, 
w ith  respect to  such  vio lation.

§ 9 9 3 .9 3  Am endm ents.

A m endm ents to  th is  su b p a rt m ay  be 
proposed  fro m  tim e  to  tim e, by an y  p e r ­
son  o r  by th e  com m ittee, a n d  m ay  be 
m ad e  a  p a r t  of th is  su b p a rt by th e  p ro ­
cedures provided u n d e r th e  ac t.

§ 9 9 3 .9 7  E xhibit A ; m inim um  standards.

I. M inim um  standards for natural condi­
t ion  prunes:

A. D efects . D efects are: (1) Off-color; 
(2) inferior m eat condition; (3) end cracks;
(4) ferm entation; (5) sk in  or flesh damage;
(6) scab; (7) burned; (8) mold; (9) im bed ­
ded dirt; (10) in sect in festation; (11) decay.

B. E xplan a tion  o f te rm s. (1) "Off-color” 
m eans a du ll color or sk in  differing n o tice ­
ably in  appearance from  th a t w h ich  is  char ­
acteristic o f m ature, properly handled fru it 
of a given variety or type.

(2) “Inferior m eat cond ition” m eans flesh  
w hich  is fibrous, woody or otherw ise inferior 
due to  im m aturity to  th e  ex ten t th a t th e  
characteristic texture o f th e  m eat is sub ­
stan tia lly  affected.

(3) “End cracks” m eans callous growth  
cracks, a t th e  blossom  end o f prunes, ag ­
gregating more th a n  three-eigh ths of one  
inch  (% ") b u t n o t more th a n  on e-h a lf of 
one inch  ( y2 " )  in  length .

(4) “Ferm entation” m eans dam age to  th e  
flesh by ferm entation to  th e  exten t th a t the  
characteristic appearance or flavor is su b ­
stan tia lly  affected.

(5) “Skin  or flesh dam age” m eans growth  
cracks, sp lits, breaks in  sk in  or flesh o f the  
follow ing descrip tions:

(a) Callous grow th cracks, except end  
cracks as defined in  th is  section , aggregating 
more th an  three-eigh ths of one inch  (% '') 
in  length;

(b) Splits or skin  breaks exposing flesh  
and affecting m aterially th e  norm al appear­
ance of th e  prunes;

(c) Any cracks, sp lits  or breaks open to  the  
pit;

(d ) Healed or unhealed  surface or flesh  
blem ishes caused by insect in jury and w hich  
m aterially affect appearance, edibility  or 
keeping quality;

(e) Skin  damage caused by rain or over ­
dipping to  th e  exten t th a t th e  prunes cannot 
be processed norm ally w ith ou t m aterial 
sloughing of th e  skin.

(6) “Scab” m eans tou gh  or th ick  scab ex ­
ceeding in  the aggregate th e  area o f a circle 
three-eigh ths of one inch  (% ") in  diam eter  
or by unsightly  scab of another character 
exceeding in  th e  aggregate th e  area o f a circle 
three-fourths o f one in ch  (% ") in  diam eter.

(7) “Burned” m eans injury by su nburn  or 
excessive heat in  dehydration to  th e  extent 
th a t th e  characteristic appearance, flavor or 
edibility  o f th e  fru it is  noticeably  affected.

(8) “M old” m eans a characteristic fungus  
grow th and is self-explanatory.

(9) “Im bedded d irt” m eans th e  presence 
of dirt or other extraneous m aterial so im ­
bedded in , or adhering to , the prune th a t it  
cannot be removed in  norm al processing.

(10) “Insect in festa tion ” m eans th e  pres­
ence of insects, in sect fragm ents or insect 
rem ains.

C. M axim um  to leran ces. Tolerance allow ­
ances shall be on  a  w eight basis and shall not 
exceed the follow ing:

(1) The tolerance allowance for decay shall 
not exceed one percent (1 % ).

(2) The com bined tolerance allow ance for 
mold, im bedded dirt, in sec t in festation , and  
decay shall n o t exceed five percent (5% ).

(3) The com bined tolerance allowance for 
ferm entation , sk in  or flesh dam age, scab, 
burned, m old, im bedded dirt, in sect in festa ­
tion , and decay shall n ot exceed eight percent 
(8% ).

(4) The com bined tolerance allowance for 
end cracks, ferm entation, sk in  or flesh dam ­
age, scab, burned, m old, im bedded dirt, in ­
sect in festation , and decay shall n o t exceed 
ten  percent (10% ), except th a t th e  first eight 
percent (8% ) o f end cracks shall be given  
on e-h a lf value and any additional percentage 
of end cracks shall be given fu ll value.

(5) The com bined to lerance allowance for 
off-color, inferior m eat condition, end cracks, 
ferm entation , sk in  or flesh dam age, scab, 
burned, mold, im bedded dirt, in sect in festa ­
tion , and decay sha ll not exceed tw enty  per­
cent (20% ), except th a t th e  first e igh t per ­
cen t (8% ) of end cracks shall be given one- 
h a lf value and any additional percentage of 
end cracks shall be given fu ll value.

(6) Prunes show ing obvious live in sect 
in festa tion  shall be fum igated prior to  
acceptance.

D. Natural condition  prunes m ust be prop ­
erly dried and cured in  original natural con ­
d ition , w ith ou t th e  addition  o f  water, and  
free from  active in festa tion , so th a t they  are
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capable o f being received, stored and packed  
w ith ou t deterioration or spoilage.

II. M inim um  standards for processed  
pru n es:

A. D efects . D efects are: (1) Off-color; (2) 
inferior m eat conditions; (3) end cracks; (4) 
ferm entation; (5) skin  or flesh damage; (6) 
scab; (7) burned; (8) mold; (9) im bedded  
dirt; (10) in sect in festation; (11) decay.

B. E xplan ation  o f te rm s. (1) “Off-color” 
m eans a dull color or sk in  differing notice ­
ably in  appearance from  th a t w hich is char­
acteristic of m ature, properly handled fru it  
of a given variety or type.

(2) “Inferior m eat cond ition” m eans flesh  
w hich is fibrous, woody or otherw ise inferior 
due to  im m aturity to  th e  extent th a t th e  
characteristic texture o f th e  m eat is  substan ­
tia lly  affected.

(3) “End cracks" m eans callous grow th  
cracks, a t th e  blossom  end of prunes, aggre­
gating more th an  th ree-eigh th  of one inch  
(% ") b u t n o t more th an  on e-h a lf o f one 
in ch  (y2" ) in  length .

(4) “Ferm entation” m eans dam age to  th e  
flesh by ferm entation  to  th e  exten t th a t  th e  
characteristic appearance or flavor is sub ­
stan tia lly  affected.

(5) "Skin or flesh dam age” m eans growth  
cracks, sp lits , breaks in  skin or flesh o f the  
fo llow ing descriptions:

(a) Callous grow th cracks, except end  
cracks as defined in  th is  section, aggregating  
more th a n  three-eigh ths of one inch  (% ") 
in  length;

(b ) S p lits or sk in  breaks exposing flesh  
and m aterially  affecting th e  norm al appear­
ance o f French prunes; or markedly affecting  
th e  norm al appearance o f varieties other  
th a n  th e  French variety;

(c) Any cracks, sp lits  or breaks open to  
th e  pit;

(d ) Healed or unhealed  surface or flesh  
blem ishes caused by Insect in jury and -which 
m aterially  affect appearance, ed ib ility  or 
keeping quality.

(6) “Scab” m eans tou gh  or th ick  scab ex ­
ceeding in  th e  aggregate th e  area of a circle 
th ree-eigh th  o f one in ch  (% ") in  diam eter  
or by u n sigh tly  scab o f another character 
exceeding in  th e  aggregate th e  area o f a  
circle three-fourths o f one in ch  (% '') in  
diam eter.

(7) “Burned” m eans in jury by sunburn or 
excessive h ea t In dehydration to  th e  exten t  
th a t the characteristic appearance, flavor or 
ed ib ility  o f th e  fru it is  noticeably affected.

(8) "Mold” m eans a  characteristic fu n gu s  
grow th and  is self-explanatory.

(9) “Im bedded d irt” m eans th e  presence  
of d irt or other extraneous m aterial so im ­
bedded in , or adhering to , th e  prune th a t it  
can n ot be readily removed in  w ashing the  
fru it.

(10) “Insect in festa tion ” m eans th e  pres ­
ence of insects, in sect fragm ents or in sect  
rem ains.

C. M axim u m  to leran ces. Tolerance allow ­
ances sh a ll be on  a w eight basis and sha ll n o t  
exceed th e  follow ing: -

(1) There shall be n o  to lerance allowance  
for live in sect in festation .

(2) T he to lerance allow ance for decay  
shall n o t exceed one percent (1% ).

(3) The com bined tolerance allow ance for 
m old, im bedded dirt, in sect in festation , and  
decay shall n o t exceed five percent (5% ) .

(4) The com bined tolerance allow ance for 
ferm entation , sk in  or flesh dam age, scab, 
burned, m old, im bedded dirt, in sect in festa ­
tion , and decay sh a ll n o t exceed eigh t per ­
cen t (8% ).

(5) T he com bined tolerance allowance for 
end cracks, ferm entation, skin or flesh dam ­
age, scab, burned, m old, im bedded dirt, in ­
sect in festa tion , and decay shall n o t exceed  
ten  percent (10 % ), except th a t  th e  first e igh t  
percent (8% ) of end cracks sha ll be given  
on e-h a lf value and an y  additional percent ­
age of end cracks shall be given fu ll value.

(6) The com bined tolerance allow ance for 
off-color, inferior m eat condition, end cracks, 
ferm entation , sk in  or flesh dam age, scab, 
burned, m old, im bedded dirt, in sect in festa ­
tion , and decay shall n o t  exceed tw enty  per­
cen t (20% ), except th a t th e  first e igh t per ­
cen t (8% ) of end cracks shall be given one- 
h a lf value and any additional percentage of 
end cracks shall be given fu ll value.

D ated  a t  W ash ing ton , D.C., th is  13th 
day  of J a n u a ry  1961,

Cl a r e n c e  L. M i l l e r ,
A ssis ta n t Secretary.

[F.R. Doc. 61-477; Filed , Jan. 18, 1961; 
8:54 a.m.]

Title 8— ALIENS AND 
NATIONALITY

C h a p t e r  I— Im m i g r a t i o n  a n d  N a t u r a l i ­

z a t i o n  Se r v i c e ,  D e p a r t m e n t  o f  J u s ­

t i ce

P A RT  2 1 1 — D O C U M E N T A R Y  RE ­

Q U I R E M E N T S:  I M M I G R A N T S ;  

W A I V E R S

Re t u r n i n g  Re si d e n t s

T h e  follow ing am en d m en t to  C h ap te r 
I  of T itle  8 of th e  Code of F ed era l 
R egu la tions is hereby  prescribed :

T h e  f irs t  sen tence  of § 211.1 Visas is  
am ended  by  add ing  th e  w ord  “C uba,” 
a f te r  th e  w ord “A lban ia”.
(Sec. 103, 66 Stat. 173; 8 U.8.C. 1103)

T h is  o rd er sh a ll becom e effective on  
th e  d a te  o f its  pu b lica tio n  in  th e  F e d e r a l  
R e g i s t e r . C om pliance w ith  th e  p ro ­
v isions of section  4 o f th e  A dm in istra tive  
P rocedure  A ct (60 S ta t .  238; 5 U.S.C. 
1003) as to  no tice  of proposed  ru le  m a k ­
ing  a n d  delayed effective d a te  is c o n tra ry  
to  th e  public  in te re s t in  th is  in s tan ce  
because th e  am en d m en t p rescribed  by 
th e  o rd er affects th e  in te rn a l security  
of th e  U n ited  S ta te s .

D ated : J a n u a ry  16, 1961.

J .  M. S w i n g , 
C om m issioner o f 

Im m ig ra tio n  an d  N atura liza tion .

[F.R. Doc. 61-504; Filed , Jan. 18, 1961; 
8:54 a.m .]

Title 22— FOREIGN RELATIONS
C h a p t e r  I— D e p a r t m e n t  o f  St a t e

[Dept. Reg. 108.457]

P A RT  4 6 — C O N T R O L  O F  A L I E N S D E ­

P A R T I N G  F R O M  T H E  U N IT ED  

ST A T ES

A m e n d m e n t  o f  R e g u l a t i o n

P a r t  46, C h ap te r  I , T itle  22 of th e  Code 
of F ed era l R egu la tions is hereby  am en d ­
ed  in  th e  follow ing resp ec t:

P a ra g ra p h  (k) of § 46.3 is am ended  to  
re a d  as follow s:

§ 4 6 .3  A liens w hose departure is deem ed  
prejudicial to  the interests o f  the  
U nited States.
* * * * *

(k) Any a lien  lawfully admitted for 
p e rm a n e n t residence who seeks to de­
p a r t  fro m  th e  U nited  S tates for travel 
to , in , o r th ro u g h  Albania, Communist- 
con tro lled  C h in a  (“Chinese People’s Re­
public” ) ,  C uba, N orth  Korea (“Demo­
c ra tic  P eople’s  R epublic of Korea”) or 
N o rth  V iet-N am  (“Democratic Republic 
of V iet-N am ”) .

E ffec tive  date. T he regulations con­
ta in e d  in  th is  o rder shall become effec­
tive  upon  publication  in  the Federal  
R e g i s t e r .

T h e  provisions of section 4 of the Ad­
m in is tra tiv e  P rocedure Act (60 Stat. 238; 
5 U.S.C. 1003) re la tive  to  notice of pro­
posed ru le  m ak ing  are  inapplicable to 
th is  o rd er because th e  regulations con­
ta in e d  th e re in  involve foreign affairs 
fu n c tio n s of th e  U nited States.

D ated : J a n u a ry  14, 1961.

[ s e a l  1 Ch r i s t i a n  A. Hert er ,
S e c r e ta r y  o f  State.

D ated : Ja n u a ry  14,1961.

" C oncurred  in :

W i l l i a m  R o g e r s ,

A tto rn e y  General.

[F.R. Doc. 61-507; FUed, Jan. 18, 1961;
8:54 a.m.]

[Dept. Reg. 108.456]

P A RT  5 3 — T RA V EL  C O N T R O L  OP 

C I T I Z E N S A N D  N A T IO N A L S IN TIME 

O F  W A R  O R  N A T IO N A L  EMER­

G E N C Y

Ex c e p t i o n s t o  Re gu l a t i o n s

P u rs u a n t to  th e  au thority  vested in me 
by p a ra g ra p h  126 of Executive Order 
No. 7856, d a ted  M arch 31, 1938, issued 
u n d e r th e  a u th o rity  of section 1 of the 
.act of C ongress approved July 3, 1926 
(44 S ta t, 8§7, 22 U.S.C. 211a), and sec­
t io n  4 o f th e  a c t  of May 26, 1949 (63 
S ta t. I l l ;  5 U.S.C. 1 5 1 0 ,1 hereby amend 
p a ra g ra p h  (b) of 53.3, Exceptions to 
reg u la tio n s in  § 53.2 of Title 22 of the 
Code of F ed era l Regulations to  read as 
follows:
§ 5 3 .3  E xceptions to Regulations m 

53 .2 .
* * * * * k 

(b) W hen  traveling between the 
U n ited  S ta te s  an d  any country, terri­
to ry  o r is lan d  ad jacen t thereto in Norta 
C en tra l, o r  S o u th  America, exclude 
C uba: Provided, T h a t this exception 
sh a ll n o t be applicable to any such P 
so n  w h en  trav e lin g  to  or arrivmgf 
p lace outside th e  United States,  
w hich  a  valid  passport is r e q u i r e ^ , ,  
th is  p a r t ,  if  such  travel is acc°“ipTJ.rtv1 
v ia  an y  co u n try  or territory in J  
C en tra l, o r  S o u th  America or anyisja 
a d ja c e n t th e re to : And  
T h a t th is  section shall n o tb e  ®pp!¿ jn  
to  a n y  seam an  except as provided m 
p a ra g ra p h  (c) of th is section» j

(Sec. 215, 60 Stat. 190; 8 19».
Executive Order 3004 dated Jan ry , 
1om .R .489) . .

■K this order


