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ph applies, and the basis of the share
(#90), determined under subdivision (ii) (a)
of this subparagraph, 1is reduced by #6 to
Furthermore, since the 87 that the
M is required to include in its gross
{ncome when the share is sold for $92 ex-
ceeds by 82 the basis of the option, subdivi-
sion (11) (¢) of this subparagraph applies, and
the basis of the share (884), determined
under subdivision (i) (a) and (i) (b) of this
subparagraph, is increased by $2. Accord-
ingly, the basis is 886 and a capital gain of
4 Is realized on the disposition of the share.

Par. 6. Section 1.1014 is amended by
striking out subsection (d) of section
1014 and by adding a historical note.
This amended provision and historical
note read as follows:

§1.1014 Statutory provisions; basis of
property acquired from a decedent.

Sgc. 1014, Basis of property acquired from

o decedent, * * *
(d) [Deleted]

[Sec. 1014 as amended by sec. 2, Act of Feb-
ruary 11, 1958 (Pub. Law 85-320, 72 Stat. 5) |
Par. 7. Paragraph (¢) (2) of § 1.1014
is amended to read as follows:
§11014-1 Basis of property acquired
from a decedent.
» - - -« »

(¢) Property to which section 1014
does not apply. * * *

(2) Restricted stock options described
in section 421 which the employee has
not exercised at death if the employee
died before January 1, 1957. In the
case of employees dying after December
31, 1956, see paragraph (d)(4) of
§1421-5,

[FR. Doc. 61-441; Filed, Jan. 18,
8:49 a.m.]
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[T.D. 6531]

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

Taxation of Regulated Investment
Companies and Their Shareholders

On December 6, 1960, notice of pro-
posed rule making with respect to the
amendments of the Income Tax Regu-
latlons (26 CFR Part 1) under section
82 of the Internal Revenue Code of
1954 to reflect the amendment of section
852 made by section 39 of the Technical
Amendments Act of 1958 (72 Stat. 1638),
to provide rules for determining whether
the buyer or seller of regulated invest-
nent company stock shall be considered
the sharehqlder of such stock, and to
}nake & clarifying change, was published
Allfthe FEDE_RAL REGISTER (25 F.R. 12464) .
mt:r consideration of all such relevant
ter as was presented by interested
t)hersons regarding the rules proposed,

€ amendments of the regulations as so
?}lllbllshed are hereby adopted, subject to

€ change set forth below.
wt ?ragraph (b) (2) (iv) of § 1.852-4, as
e orth in paragraph 2 of the notice of
0posed rule making, is revised.

(Sec. 7805 of the I
nternal Revenue
1854 (684 Stat. 917; 26 U.8.C. 7805) ) v

[sEAL]

Ty DANA LATHAM,
Commissioner of Internal Revenue,
Approved: January 16, 1961,

Frep C. Scriener, Jr.,
Acting Secretary of the Treasury.

FEDERAL REGISTER

PARAGRAPH 1. Section 1.852 is amended
(A) by adding a new paragraph (4) at
the end of section 852 (b) and (B) by
revising the historical note at the end
thereof. These added and revised pro-
visions read as follows:

§ 1.852 Siatutory provisions; taxation
of regulated investment companies
and their shareholders.

Sec. 862. Tazalion of regulated invest-
ment companies and their shareholders. * * *

(b) Method of tazation of companies and
shareholders. * * *

(4) Loss on sale or exchange of stock held
less than 31 days. If—

(A) Under subparagraph (B) or (D) of
paragraph (3) a shareholder of a regulated
investment company is required, with re-
spect to any share, to treat any amount as
a long-term capital gain, and

(B) Such share is held by the taxpayer for
less than 31 days,

then any loss on the sale or exchange of
such share shall, to the extent of the amount
described in subparagraph (A) of this para-
graph, be treated as loss from the sale or
exchange of a capltal asset held for more
than 6 months. For purposes of this para-
graph, the rules of section 246(c)(3) shall
apply in determining whether any share
of stock has been held for less than 81
days; except that “30 days” shall be substi-
tuted for the number of days specified in
subparagraph (B) of section 246(c) (3).

* * * - *
[Sec. 852 as amended by sec. 2, Act of July
11, 1956 (Pub. Law 700, 84th Cong., 70 Stat.
530); secs. 39, 101, Technical Amendments
Act 1058 (72 Stat. 1638, 1674) |

Par. 2. Section 1.852-4 is amended
(A) by adding a new subdivision (iv) at
the end of paragraph (b)(2) and (B)
by adding a new paragraph (d) at the
end of such section. These added pro-
visions read as follows:

§ 1.852-4 Method of taxation of share-

holders of regulated investment
companies,
o - = = -

(b) Capital gains. * * *

(2) Undistributled capital gains, * * *

(iv) For purposes of determining
whether the purchaser or seller of a
share or regulated investment com-
pany stock is the shareholder at the
close of such company’s taxable year who
is required to include an amount of un-
distributed capital gains in gross in-
come, the amount of the undistributed
capital gains shall be treated in the same
manner as a cash dividend payable to
shareholders of record at the close of
the company’s taxable year. Thus, if a
cash dividend paid to shareholders of
record as of the close of the regulated
investment company's taxable year
would be considered income to the pur-
chaser, then the purchaser is also con-
sidered to be the shareholder of such
company at the close of its taxable year
for purposes of including an amount of
undistributed capital gains in gross in-
come. If, in such a case, notice on Form
2439 is, pursuant to paragraph (a) (1) of
§ 1.852-9, mailed by the regulated invest-
ment company to the seller, then the
seller shall be considered the nominee of
the purchaser and, as such, shall be sub-
ject to the provisions in paragraph (b)
of § 1.852-9. For rules for determining
whether a dividend is income to the pur-
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chaser or seller of a share of stock, see
paragraph (c¢) of § 1.61-9.
- - » L) .

(d) Special treatment of loss on the
sale or exchange of regulated investment
co:npany stock held less than 31 days—
(1) In general. Under section 852(b)
(4), if any person, with respect to a
share of regulated investment company
stock acquired by such person after
December 31, 1957, and held for a period
of less than 31 days, is required by sec-
tion 852(b) (3) (B) or (D) to include in
gross income as a gain from the sale or
exchange of a capital asset held for more
than six months—

(i) The amount of a capital gain div-
idend, or

(i1) An amount of undistributed capi-
tal gains,

then such person shall, to the extent of
such amount, treat any loss on the sale
or exchange of such share of stock as a
loss from the sale or exchange of a capi-
tal asset held for more than 6 months,
Such special treatment with respect to
the sale of regulated investment com-
pany stock held for a period of less than
31 days is applicable to losses for taxable
years ending after December 31, 1957.

(2) Determination of holding period.
The rules contained in section 246(c)
(3) (relating to the determination of
holding periods for purposes of the de-
duction for dividends received) shall be
applied in determining whether, for pur-
poses of section 852(b) (4) and this par-
agraph, a share of regulated investment
company stock has been held for a period
of less than 31 days. In applying those
rules, however, “30 days” shall be sub-
stituted for the number of days specified
in subparagraph (B) of section 246(¢)
(3.

(3) Ezxample. The application of sec-
tion 852(b) (4) and this paragraph may
be illustrated by the following example:

Ezample. On December 15, 1958, A pur-
chased a share of stock in the X regulated
investment company for $20. The X regu-
lated investment company declared a capl-
tal gain dividend of $2 per share to share-
holders of record on December 31, 1958. A,

~therefore, received a capital gain dividend

of $2 which, pursuant to section 852(b) (3)
(B), he must treat as a gailn from the sale
or exthange of a capital asset held for more
than 6 months. On January 6, 1959, A sold
his share of stock in the X regulated in-
vestment company for $17.60, which sale
resulted in a loss of $2.560. Under section
8562(b) (4) and this paragraph, A must treat
$2 of such loss (an amount equal to the
capital gain dividend received with respect
to such share of stock) as a loss from the
sale or exchange of & capital asset held for
more than 6 months.

Par. 3. Paragraph (a) (1) of § 1.852-9
is amended to read as follows:

§ 1.852-9 Special procedural require-
ments applicable to designation
under section 852 (b) (3) (D).

(a) Regulated investment company—
(1) Notice to shareholder. A designa-
tion of undistributed capital gains under
section 852(b) (3) (D) and paragraph
(b) (2) (1) of § 1.852-2 shall be made by
notice on Form 2439 mailed by the regu-
lated investment company to each per-
son who is a shareholder of record of
the company at the close of the com-
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pany's taxable year. The notice on Form
2439 shall show the name and address
of the regulated investment company,
the taxable year of the company for
which the designation is made, the name
and address of the shareholder, the
amount designated by the company for
inclusion by the shareholder in comput-
ing his long-term capital gains, and the
tax paid with respect thereto by the
company, which tax is deemed to have
been paid by the shareholder. Form
2439 shall be prepared in triplicate, and
copies B and C of the form shall be
mailed to the shareholder on or before
the 30th day following the close of the
company’s taxable year. Copy A of each
Form 2439 must be associated with the
undistributed capital gains tax return of
the company (Form 2438), as provided
in subparagraph (2) of this paragraph.
[FR. Doc. 61-470; Filed, Jan. 18, 1961;
8:53 aum.]

SUBCHAPTER B—ESTATE AND GIFT TAXES
[T.D. 6526]

PART 20—ESTATE TAX; ESTATES OF
DECEDENTS DYING AFTER AUGUST
16, 1954 :

Miscellaneous Amendments

On November 24, 1960, a notice of pro-
posed rule making was published in the
FEDERAL REGISTER (25 F.R. 11169) to con-
form the Estate Tax Regulations (26
CFR Part 20) to sections 23(e), 30(d),
65(a), 66(a) (1), 66(b) (1), 67, 77, 102(a),
and 102(¢) of the Technical Amend-
ments Act of 1958 (72 Stat. 1606); to
section 22(a) of the Alaska Omnibus Act
(73 Stat. 146) ; to section 18(b) of the
Hawail Omnibus Act (74 Stat. 411) ; and
to sections 4(h) and 4(c) of Public Law
86-779. No objection to the rules pro-
posed having been received during the
30-day period prescribed in the notice,
the regulations as so proposed are hereby
adopted.

(Sec. 7805 of the Internal Revenue Code of
1954 (68A Stat. 917; 26 U.S.C. T805)

[sEAL] DANA LATHAM,
Commissioner of Internal Revenue.

Approved: January 13, 1961.

FrED C. SCRIBNER, Jr.,
Acting Secretary of the Treasury.

In order to conform the Estate Tax
Regulations (26 CFR Part 20) to sections
23(e), 30(d), 65(a), 66(a) (1), 66(b) (1),
67, 77, 102(a), and 102(c) of the Tech-
nical Amendments Act of 1958 (72 Stat.
1606) ; to section 22(a) of the Alaska
Omnibus Act (73 Stat. 146); to section
18(b) of the Hawaii Omnibus Act (74
Stat. 411) ; and to sections 4(b) and 4(c)
of Public Law 86-779, such regulations
are amended as follows:

PArRAGRAPH 1. Paragraphs (a) and (b)
of § 20.0-1 are amended to read as fol-
lows:

§ 20.0-1 Introduction.

(a) In general. (1) The regulations
in this part (Part 20, Subchapter B,
Chapter I, Title 26, Code of Federal Reg-
ulations) are designated “Estate Tax
Regulations”. These regulations pertain

RULES AND REGULATIONS

to (i) the Federal estate tax imposed by
chapter 11 of subtitle B of the Internal
Revenue Code on the transfer of estates
of decedents dying after August 16, 1954,
and (ii) certain related administrative
provisions of subtitle F' of the Code. It
should be noted that the application of
many of the provisions of these regu-
lations may be affected by the provisions
of an applicable death tax convention
with a foreign country. Unless other-
wise indicated, references in the regula-
tions to the “Internal Revenue Code”
or the “Code” are references to the
Internal Revenue Code of 1954, as
amended, and references to a section or
other provision of law are references to
a section or other provision of the
Internal Revenue Code of 1954, as
amended. Unless otherwise provided,
the Estate Tax Regulations are appli-
cable to the estates of decedents dying
after August 16, 1954, and supersede the
regulations contained in Part 81, Sub-
chapter B, Chapter I, Title 26, Code of
Federal Regulations (1939) (Regulations
105, Estate Tax), as prescribed and made
applicable to the Internal Revenue Code
of 1954 by Treasury Decision 6091, signed
August 16, 1954 (19 F.R. 5167, Aug. 17,
1954).

(2)  Section 2208 makes the provisions
of chapter 11 of the Code apply to the
transfer of the estates of certain dece-
dents dying after September 2, 1958,
who were citizens of the United States
and residents of a possession thereof at
the time of death. Section 2209 makes
the provisions of chapter 11 apply to the
transfer of the estates of certain other
decedents dying after September 14,
1960, who were citizens of the United
States and residents of a possession
thereof at the time of death. See
§§ 20.2208-1 and 20.2209-1. Except as
otherwise provided in §§ 20.2208-1 and
20.2209-1, the provisions of these regu-
lations do not apply to the estates of
such decedents.

(b) Scope of regulations—(1) Estates
of citizens or residents. Subchapter A of
chapter 11 of the Code pertains to the
taxation of the estate of a person who
was a citizen or a resident of the United
States at the time of his death. The
term “resident” means a decedent who,
at the time of his death, had his domicile
in the United States. The term “United
States”, as used in the Estate Tax Reg-
ulations, includes only the States and
the District of Columbia. The term also
includes the Territories of Alaska and
Hawaii prior to their admission as States.
See section 7701(a)(9). A person ac-
quires a domicile in a place by living
there, for even s brief period of time,
with no definite present intention of
later removing therefrom. Residence
without the requisite intention to remain
indefinitely will not suffice to constitute
domicile, nor- will intention to change
domicile effect such a change unless ac-
companied by actual removal. For
meaning of the term “citizen of the
United States” as applied in a case where
the decedent was & resident of a posses-
sion of the United States, see § 20.2208-1.
The regulations pursuant to subchapter
A are set forth in §§20.2001-1 to
20.2056 (e)-3.

L - - - *+

(3) Miscellaneous substantive proyi.
sions. Subchapter C of chapter 11 of
the Code contains a number of miseel.
laneous substantive provisions, The

regulations pursuant to subchapter ¢ are
set forth in §§ 20.2201-1 to 20.2209-1,

- * *

Par. 2. Section 20.2011 is amended by
revising section 2011 (a) and (c) and the
historical note to read as follows:

§ 20.2011 Statutory provisions; i
for State death taxes, T

Sec. 2011. Credit for State death tazes—
(a) In general. The tax imposed by sec-
tion 2001 shall be credited with the amount
of any estate, Inheritance, legacy, or succes.
sion taxes actually paid to any State or
Territory or the District of Columbla, in
respect of any property included In the gross
estate (not including any such taxes paid
with respect to the estate of a person other
than the decedent).

- - . . .

(c) Period of limitations on credit. The
credit allowed by this section shall inelude
only such taxes as were actually paid and
credit therefor claimed within 4 years after
the filing of the return required by section
6018, except that—

(1) If a petition for redetermination of &
deficiency has been filed with the Tax Court
within the time prescribed In section
6213(a), then within such 4-year period o
before the expiration of 60 days after the
decision of the Tax Court becomes final.

(2) If, under section 6161, an extension
of time has been granted for payment of the
tax shown on the return, or of a deficlency,
then within such 4-year period or before the
date of the expiration of the period of the
extension.

(8) If a claim for refund or credit of an
overpayment of tax imposed by this chapter
has been filed within the time prescribed In
section 6511, then within such 4-year period
or before the expiration of 60 days from the
date of mailing by certified mall or regis
tered mall by the Secretary or his delegakt
to the taxpayer of a notice of the disallow=
ance of any part of such claim, or before the
expiration of 60 days after & decision by any
court of competent jurisdiction becomes
final with respect to a timely suit instituted
upon such claim, whichever is later,

Refund based on the credit may (despite the
provisions of section 6511 and 6512) be made
if claim therefor is filed within the
above provided. Any such refund shall b
made without interest.

. » . L
[Sec. 2011 as amended by sec. 3, Act of Feb.
20, 1956 (Pub. Law 414, 84th Cong., 0 Su‘!i
24); secs. 65(a) and 102(c) (1), Technic
Amendments Act 1958 (72 Stat. 1657, 1674)]

Par. 3. Paragraphs (a) and (c)(l)tlif
§ 20.2011-1 are amended to read 8 {ol-
lows:

§ 20.2011-1 Credit for State death taxes

i d
(a) In general. A credit is allowe
under section 2011 against the Feders!
estate tax for estate, inheritance leg:g
or succession taxes actually paid o )
State, Territory, or the District o
lumbia, or, in the case of decedents -
before September 3, 1958, any e
of the United States (hereafter refe
to as “State death taxes”). The °§eam'
however, is allowed only for Smeoperty
taxes paid (1) with respect to pr )
included in the decedent’s gl”ose-“)ce‘é‘em,5
and (2) with respect to the de e
estate. The amount of the predlltn &
ject to the limitation described e
graph (b) of this section. It Is
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to further limitations described in
$202011-2 if & deduction is allowed un-
der section 2053(d) for State death taxes
paid with respect to a charitable gift.
See paragraph (a) of §20.2014-1 as to
the allowance of a credit for death taxes
paid to a possession of the United States
in a case where the decedent died after
September 2, 1958.
2 . B » .

(¢) Miscellaneous limitations and con-
ditions to credit—(1) Period of limila-
tions. The credit for State death taxes
is limited under section 2011(¢) to those
taxes which were actually paid and for
which & credit was claimed within four
vears after the filing of the estate tax
return for the decedent’s estate. If,
however, a petition has been filed with
the Tax Court of the United States for
the redetermination of a deficiency
within the time prescribed in section
6213(a), the credit is limited to those
taxes which were actually paid and for
which a credit was claimed within four
years after the filing of the return or
within 60 days after the decision of the
Tax Court becomes fingl, whichever
period is the last to expire. Similarly,
if an extension of time has been granted
under section 6161 for payment of the
tax shown on the return, or of a de-
ficiency, the credit is limited to those
taxes which were actually paid and for
which & credit was claimed within four
years after the filing of the return, or
before the date of the expiration of the
period of the extension, whichever pe-
tiod is last to expire. If a claim for
refund or credit of an overpayment of
the Federal estate tax is filed within the
time prescribed in section 6511, the
credit for State death taxes is limited
fo such taxes as were actually paid and
eredit therefor claimed within four
years after the filing of the return or
before the expiration of 60 days from
the date of mailing by certified or reg-
istered mail by the district director to
the taxpayer of a notice of disallowance
of any part of the claim, or before the
Expiration of 60 days after a decision
by any court of competent jurisdiction
mes final with respect to a timely
suit mstgtuted upon the claim, which-
®er period is the last to expire, See
S‘;ction 2015 for the applicable period
of limitations for eredit for State death
texes On reversionary or remainder in-
mYest if an election is made under sec-
thn 6163(a) to postpone payment of
: € estate tax attributable to reversion-
!;y Or remainder interests. If a claim
. e; {;fund based on the credit for State
Deriodtgxes s filed within the applicable
S escribed in this subparagraph, a
lim taml:;wpl;e made despite the general
pgpais ovisions of sections 6511
Credit des'crit?;;y iieﬁ;‘;“se"%fe" i
Made Without, interpst ction shall be

adPluz. 4, Section 20.2014 is amended by
Subsectlzg t(l}!)! end of section 2014 new
e .and a historical note to
ows:
§20.¥0H S‘mlulory provisions:
or foreign death taxes,

Sec, 99 i
A 1.4. Credit for foreign  death

credit

FEDERAL REGISTER

(f) Possession of United States deemed a
joreign country. For purposes of the credits
authorized by this section, each possession
of the United States shall be deemed to be
a foreign country.

[Sec. 2014 as amended by sec. 102(c)(2),
Technical Amendments Act 1958 (72 Stat.
1674) |

Par. 5. Paragraph (a) (1) of § 20.2014-1
is amended to read as follows:

§ 20.2014—-1 Credit for foreign death

taxes.

(a) In general. (1) A creditisallowed
under section 2014 against the Federal
estate tax for any estate, inheritance,
legacy, or succession taxes actually paid
to any foreign country (hereinafter re-
ferred to as “foreign death taxes”). The
credit is allowed only for foreign death
taxes paid (i) with respect to property
situated within the country to which the
tax is paid, (ii) with respect to property
included in the decedent’s gross estate,
and (iii) with respect to the decedent’s
estate, The credit is allowable to the
estate of a decedent who was a citizen
of the United States at the time of his
death. The credit is also allowable to the
estate of a decedent who was a resident
but not a citizen of the United States at
the time of his death if the country of
which the decedent was a national, in
imposing death taxes, allows a similar
credit to the estates of citizens of the
United States resident in that country.
See paragraph (b) (1) of § 20.0-1 for def-
inition of the term “resident”. The
credit is not allowable to the estate of a
decedent who was neither a citizen nor a
resident of the United States at the time
of his death. The credit is allowable not
only for death taxes paid to foreign
countries which are states in the inter-
national sense, but also for death taxes
paid to possessions or political subdi-
visions of foreign states. With respect to
the estate of a decedent dying after Sep-
tember 2, 1958, the term “foreign coun-
try”, as used in this section and
§§ 20.2014-2 to 20.2014-6, includes a pos-
session of the United States. See
§§ 20.2011-1 and 20.2011-2 for the allow-
ance of a credit for death taxes paid to
a possession of the United States in the
case of a decedent dying before Septem-
ber 3, 1958. No credit is allowable for
interest or penalties paid in connection
with foreign death taxes.

PaAr. 6. Section 20.2015 is amended
and a historical note added to read as
follows:

§ 20.2015 Statutory provisions; credit
for death taxes on remainders.

Sec. 2015. Credit for death tares on re-
mainders. Where an election is made under
sectlon 6163(a) to postpone payment of the
tax imposed by section 2001 or 2101, such
part of any estate, inheritance, legacy, or
succession taxes allowable as a credit under
section 2011 or 2014, as is attributable to a
reversionary or remainder interest may be
allowed as a credit against the tax attribut-
able to such interest, subject to the limita-
tions on the amount of the credit contained
in such sections, if such part is paid, and
credit therefor claimed, at any time before
the expiration of the time for payment of the
tax imposed by section 2001 or 2101 as post-
poned and extended under section 6163,
[Sec. 2015 as amended by sec. 66(a)(1),

Technical Amendments Act 1958 (72 Stat.
1657) |
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Par. 7. Paragraph (a) and examples
(1) and (2) of paragraph (c) ~of
§ 20.2015-1 are amended to read as
follows:

§ 20.2015-1 Credit for death taxes on

remainders.

(a) * * »

(2) Within the time for payment of
the tax imposed by section 2001 or 2101
as postponed under section 6163(a) and
as extended under section 6163(b) (on
account of undue hardship) or, if the
precedent interest terminated before
July 5, 1958, within 60 days after the
termination of the preceding interest or
interests in the property,

The allowance of credit, however, is sub-
ject to the other limitations contained in
sections 2011 and 2014,

* > v - L

(c) * 3 »

Ezample (1). One-third of the Federal
estate tax was attributable to a remainder
interest In real property located in State Y,
and two-thirds of the Federal estate tax
was attributable to other property located
in State X. The payment of the tax attrib-
utable to the remainder interest was post-
poned wunder the provisions of section
6163(a). The maximum credit allowable for
State death taxes under the provisions of
section 2011 is $12,000. Therefore, of the
maximum credit allowable, $4,000 is attrib-
utable to the remainder interest and £8,000 is
attributable to the other property. Within
the 4-year period provided for in section
2011, Inheritance tax in the amount of $9,000
was paid to State X in connection with the
other property. With respect to this $9,000,
$8,000 (the maximum amount allowable) is
allowed as a credit against the Federal
estate tax attributable to the other property,
and 81,000 is allowed as a credit agalnst the
postponed tax. The life estate or other prec-
edent interest expired after July 4, 1958,
After the expiration of the 4-year period but
before the expiration of the perlod of post-
ponement elected under section 6163(a)
and of the period of extension granted
under section 6163(b) for payment of the
tax, inheritance tax in the amount of
$5,000 was paid to State Y in connection
with the remainder interest. As the max-
imum credit allowable with respect to the
remainder interest is $4,000 and $1,000 has
already been allowed as a credit, an additional
$3,000 will be credited against the Federal
estate tax attributable to the remainder in-
terest. It should be noted that if the life
estate or other precedent interest had ex-
pired after the expiration of the 4-year period
but before July 5, 1958, the same result would
be reached only if the inheritance tax had
been paid to State Y before the expiration of
60 days after the fermination of the life
estate or other precedent interest.

Example (2). The facts are the same as In
example (1), except that within the 4-year
period inheritance tax in the amount of
$2,500 was pald to State Y with respect to
the remainder interest and inheritance tax
in the amount of $7,600 was pald to State X
with respect to the other property. The
amount of $8,000 is allowed as a credit
against the Federal estate tax attributable
to the other property and the amount of
82,000 is allowed as a credit against the post-
poned tax. The life estate or other precedent
interest expired after July 4, 19568. After the
expiration of the 4-year period but before
the expiration of the period of postponement
elected under section 6163(a) and of the
period of extension granted under section
6163(b) for payment of the tax, inheritance
tax In the amount of $5,000 was paid to State
Y in connection with the remainder interest.
As the maximum credit allowable with re-
spect to the remainder interest is $4,000 and
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$2,000 already has been allowed as a credit,
an additional $2,000 will be credited against
the Federal estate tax attributable to the
remainder interest. It should be noted that
if the life estate or other precedent interest
had expired after the expiration of the 4-year
period but before July 5, 1958, the same result
would be reached only if the inheritance tax
had been pald to State Y before the expira-
tion of 60 days after the termination of the
life estate or other precedent interest.

Par. 8. Section 20.2039 is amended by
revising section 2039(c) and adding a
historical note to read as follows:

§ 20.2039 Statutory provisions: annui-
ties,

Sec. 2039, Annuities. * * *

(¢) Ezemption of annuities under certain
trusts and plans. Notwithstanding the pro-
visions of this section or of any provision of
law, there shall be excluded from the gross
estate the value of an annuity or other
payment receivable by any beneficiary (other
than the executor) under—

(1) An employees' trust (or under a con-
tract purchased by an employees’ trust)
forming part of a pension, stock bonus, or
profit-sharing plan which, at the time of
the decedent's separation from employment
(whether by death or otherwise), or at the
time of termination of the plan if earlier,
met the requirements of section 401(a);

(2) A retirement annuity contract pur-
chased by an employer (and not by an em-
ployees’ trust) pursuant to a plan which, at
the time of decedent’s separation from em-
ployment (by death or otherwise), or at the
time of termination of the plan if earlier,
met the requirements of section 401(a) (3),
(4), (5), and (6); or

(3) A retirement annuity contract pur-
chased for an employee by an. employer
which is an organization referred to in sec-
tion 6503(b) (1), (2), or (3), and which is
exempt from tax under section 501(a).

If such amounts payable after the death of
the decedent under a plan described in para-
graph (1) or (2) or under a contract de-
scribed in paragraph (8) are attributable to
any extent to payments or contributions
made by the decedent, no exclusion shall be
allowed for that part of the value of such
amounts in the proportion that the total
payments or contributions made by the de-
cedent bears to the total payments or con-
tributions made, For purposes of this sub-
section, contributions or payments made by
the decedent’s employer or former employer
under & trust or plan described in paragraph
(1) or (2) shall not be considered to be con-
tributed by the decedent, and contributions
or payments made by the decedent's em-
ployer or former employer toward the pur-
chase of an annuity contract described in
paragraph (8) shall, to the exent excludable
from gross income under section 403(b), not
be considered to be contributed by the de-
cedent. This subsection shall apply to all
decedents dying after December 81, 1953,

[Sec. 2089(c) as amended by secs. 23(e),
67(a), Technical Amendments Act 1958 (72
Stat. 1622, 1658) |

Par. 9. Paragraphs (a), (b), and (¢)
of § 20.2039-2 are amended as follows:

§ 20.2039-2 Annuities under “qualified
plans” and section 403(b) annuity
contracts,

(a) In general. Section 2039(c) ex-
cludes from a decedent’s gross estate the
value of an annuity or other payment
receivable under certain ‘‘qualified plans”
and under certain annuity contracts to
the extent provided in paragraph (¢) of
this section. Section 2039(c), other
than paragraph (3) thereof, applies to
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estates of all persons dying after Decem~
ber 31, 1953.

(b) Plans and annuity coniracts to
which section 2039(c) applies. Section
2039(e) excludes from a decedent’s gross
estate, to the extent provided in para-
graph (¢) of this section, the value of an
annuity or othér payment receivable by
any beneficiary (except the value of an
annuity or other payment receivable by
or for the benefit of the decedent’s es-
tate) under—

(1) An employees’ trust (or under a
contract purchased by an employees’
trust) forming part of a pension, stock
bonus, or profit-sharing plan which, at
the time of the decedent’s separation
from employment (whether by death or
otherwise), or at the time of the earlier
termination of the plan, met the require-
ments of section 401(a) ;

(2) A retirement annuity contract
purchased by an employer (and not by
an employees' trust) pursuant to a plan
which, at the time of decedent’s separa-
tion from employment (by death or
otherwise), or at the time of the earlier
termination of the plan, met the require-
ments of section 401(a) (3) through
(6); or

(3) In the case of a decedent dying
after December 31, 1957, a retirement
annuity contract purchased for an em-
ployee by an employer which, for its tax-
able year in which the purchase
occurred, is an organization referred to
in section 503(b) (1), (2), or (3), and is
exempt from tax under section 501(a).

For the meaning of the term “annuity
or other payment”, see paragraph (b) of
§ 20.2039-1. For the meaning of the
phrase “receivable by or for the benefit
of the decedent’s estate”, see paragraph
(b) of §20.2042-1. The application of
this paragraph may be illustrated by the
following examples in each of which it
is assumed that the amount stated to be
excludable from the decedent’s gross es-
tate is determined in accordance with
paragraph (¢) of this section:
» * L * *

Ezample (5). An employer purchased a
retirement annuity contract for an employee
which was to provide the employee, upon his
retirement at age 60, with an annuity for
life and which was to provide his wife, upon
the employee’s death after retirement, with
a similar annuity for life. The employer, for
its taxable year in which the annuity con-
tract was purchased, was an organization
referred to in section 503(b) (1), (2), or (38),
and was exempt from tax under section
501(a). The entire amount of the purchase
price of the annuity contract was excluded
from the employee’s gross income under
section 403(b). No part of the value of the
survivor annuity payable after the employee's
death 1s includible in the decedent’'s gross
estate by reason of the provisions of section
2039(¢).

(¢) Amount excludable jrom the gross
estate. (1) The amount to be excluded
from a decedent’s gross estate under sec-
tion 2039(¢) is an amount which bears
the same ratio to the value at the de-
cedent’s death of the annuity or other
payment receivable by the beneficiary as
the employer’s contribution (or a contri-
bution made on his behalf) on the em-
ployee’s account to the plan or towards
the purchase of the annuity contract
bears to the total contributions on the

employee's account to the plan or g,
wards the purchase of the annuity oop.
tract. In applying the ratio set foriy
in the preceding sentence, payments g
contributions made by the employer (g
on its behalf) toward the purchase of gy
annuity contract described in paragraph
(b) (3) of this section shall be considered
to include only such payments or contri-
butions as are, or were, excludable from
the employee's gross income under gee-
tion 403(b). In applying this ratio, the
value at the decedent’s death of the an.
nuity or other payment is determined in
accordance with the rules set forth in
§§ 20.2031-1, 20.2031-7, 20.2031-8, and
20.2031-9.

(2) In certain cases, the employer's
contribution (or a contribution made
on his behalf) to a plan on the em-
ployee’s account and thus the total con-
tributions to the plan on the employee’s
account cannot be readily ascertained.
In order to apply the ratio stated in sub-
paragraph (1) of this paragraph in such
a case, the method outlined in the follow-
ing two sentences must be used unles
a more precise method is presented. In
such a case, the total contributions fo
the plan on the employee’s account is
the value of any annuity or other pay-
ment payable to the decedent and his
survivor computed as of the time the
decedent’s rights first mature (or as of
the time the survivor’s rights first ma-
ture if the decedent's rights never ma-
ture) and computed in accordance with
the rules set forth in §§20.2031-],
20.2031-7, 20.2031-8, and 20.2031-9. By
subtracting from such value the amount
of the employee’s contribution to the
plan, the amount of the employe:r’s con-
tribution to the plan on the employees
account may be obtained. The applics-
tion of this paragraph may be illus
trated by the following example:

Ezample. Pursuant to a pension plan, the
employer and the employee contributed ©
a trust which was to provide the employee,
upon his retirement at age 60, with an an-
nuity for life, and which was to provide bis
wife, upon the employee's death after re-
tirement, with a similar annuity for life,
At the time of the employee's retirement
the pension trust formed part of & plan
meeting the requirements of section 401(a).
Assume the following: (1) That the eme
ployer's contributions to the fund Wwere nok
credited to the accounts of individual ems
ployees; (i) that the value of the &%
ployee's annuity and his wife's annulti‘v
computed as of the time of the deceden
retirement, was $40,000; (iii) that the' e
ployee contributed $10,000 to the plan; .
(iv) that the value at the decedent's des :
of the wife’s annuity was $16,000. On
basis of these facts, the total comrlbutlo:
to the fund on the employee's accmmtm
presumed to be $40,000 and the cmployee,s
contribution to the plan on the empslzg
account is presumed to be $30,000 ( 'w
less £10,000). Since the wife's annuity b
recelvable under a qualified pension []:um.
that part of the value of such an e
swhich is attributable to the employers
tributions (’30'000 % $16,000, O 9120

940; ' gross estate

is excludable from the decedent’s gr —20 o)
by reason of the provisions of secm;tn ot
Compare this result with the resu: sapn (
in the examples set forth in parsgral fo

§ tributlons
of this section in which all con o
the plans were made by the emp
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pa. 10. Section 20.2053 is amended
revising section 2053(d) (1) and the

:{swrical note to read as follows:

2053 Statutory  provisions;  ex-
ﬁmpcmuzs, indebtedness, and taxes,
Q0. 2053. Expenses, indebtedness, and
lm} re e

(d) Certain State death tazes—(1) Gen-
eral Tule. Notwithstanding the provisions
of subsection (c) (1) (B) of this section, for

es of the tax imposed by section 2001
the value of the taxable estate may be deter-
imined, 1f the executor so elects before the
apiration of the period of limitation for
wsssment provided in sectlon 6501, by
deducting from the value of the gross estate
the amount (as determined in accordance
with regulations prescribed by the Secretary
or his delegate) of any estate, successlon,
legacy of inheritance tax imposed by a State
o Territory or the District of Columbia,
upen a transfer by the decedent for public,
charitable, or religious uses described In sec-
tion 2066 or 2106(a) (2). The election shall
be exercised in accordance with regulations
prescribed by the Secretary or his delegate.

.

. » " L
|8ec. 2053 as amended by sec. 2, Act of Feb.
20, 1966 (Pub, Law 414, 84th Cong., 70 Stat.
231, sec, 102(c) (3), Technical Amendments
Act 1058 (72 Stat. 1674) |

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

§20,2053-9 Deduction for eertain State
death taxes.

(8) General rule. A deduction is al-
lowed & decedent’s estate under section
2053(d) for the amount of any estate,
suceession, legacy, or inheritance tax im-

by a State, Territory, or the Dis-

of Columbia, or, in the case of a
edent dying before September 3, 1958,
Possession of the United States upon a
er by the decedent for charitable,

it, uses described in section 2055 or
108(8) (2) (relating to the estates of
dents not citizens), but only if

1) the conditions stated in paragraph
b) of this section are met, and (2) an
ection is made in accordance with the
visions of paragraph (e) of this sec-
on. See section 2011(e) and § 20.2011-2
0r the effect which the allowance of

deduction has upon the credi .
te death taxes, G R

| g, 12, Section 20.2055 is amended by
section 2055(e) and the histori-
hote to read ag follows:

202055 Statutory provisions: trans-

f . .
ers for public, charitable, and re-
Iglous uses,

See. 2055 Transfe i

. sfers fo i
Idequious Safers /‘ T publie, charitable,
; lg:allowance of deductions in certain
e T disallowance of certain charitable,
-mul;tl:tlons otherwise allowable under

» n, s:ee sections 503 and 681,
-

L L
ed by sec. 1, Act of A %
5 (Pub, Law 1011, 84th Cong,, 70 St‘;gt,

5% 30(d), Te
» Techn
11958 (72 gtqt. Tos1) | feal Amendments

Pix, 13,

Sec. 2055 s ameng

Section 20 21086 i
3 § S amended b
Bing - section 2106 (a) (2) (B) ang

)(3) an i
ﬂd&sroll% ‘:gzdmg a historical note to
2021

elt(l'lse. Statutory Provisions: taxable

5w, 2106,
tezble geqre ' ©State—(a) Definition

FEDERAL REGISTER

(2) Transfers for public, charitable, and
religious uses * * *

(B) Disallowance of deductions in certain
cases, For disallowance of certain chari-
table, etc., deductions otherwise allowable
under this paragraph, see sections 503 and
681.

. - L] L] .

(8) Ezemption—(A) General rule. An ex-
emption of $2,000.

(B) Residents of possessions of the Uniled
States. In the case of a decedent who is
considered to be a “nonresident not a citizen
of the United States” under the provisions
of section 2209, the exemption shall be the
greater of (1) $2,000, or (1) that proportion
of the exemption authorized by section 2052
which the value of that part of the dece-
dent's gross estate which at the time of his

‘death Is situated in the United States bears

to the value of his entire gross estate wher-
ever situated.
3 » L - .

[Sec. 2106 as amended by sec. 30(d), Tech-
nical Amendments Act 1958 (72 Stat. 1631);
sec. 4(c), Act of Bept. 14, 1960 (Pub. Law
86-779, 74 Stat. 1000) ]

Par. 14, Paragraphs (a) (3) and (¢) of
§ 20.2106-1 are amended to read as
follows:

§ 20.2106-1 Estates of nonresidents not
citizens ; taxable estate ; deductions in
general.

(a) L I

(3) (1) In the case of a decedent who
is considered to be a “nonresident not a
citizen of the United States” under the
provisions of section 2209, an exemption
which is the greater of (a) $2,000 or
(b) that proportion of $60,000 (the ex-
emption authorized by section 2052)
which the value of that part of the de-
cedent’s gross estate which is situated in
the United States at the time of his death
bears to the value of the decedent’s en-
tire gross estate wherever situated.

(ii) In the case of every other dece-
dent who was a nonresident not a citizen
of the United States at the time of his
death, an exemption of $2,000, unless a
death tax convention provides for an-
other amount, such as a prorated ex-
emption similar to that described in sub-
division (i) (b) of this subparagraph.

el L] “ » "

(e) (i) The exemption deseribed in
paragraph (a) (3) (i) of this section may
be illustrated by the following example:

Ezample. The decedent, who died on Oc-
tober 1, 1960, is considered to be a nonresi-
dent not a citizen of the United States by
reason of the provisions of section 2209. He
was a resident of the Virgin Islands and his
entire gross estate wherever situated included
bonds valued at $45,000, which were situated
in the Virgin Islands, and shares of United
States corporations valued at $30,000 (prop-
erty situated in the United States under sec-
tion 2104). The amount described in para-
graph (a) (8) (1) (b) of this section is $24,000,
computed as follows:

$30,000 (value of property
in United States)

875,000 (value of entire
gross estate wherever
situated)

Since the amount so computed exceeds
82,000, the exemption to be allowed the de-
cedent’s estate is $24,000.

(ii) In connection with the provisions
of section 2106(c), see paragraph (a) (3)

X $60,000=$24,000
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of §20.2104-1 and paragraph (d) of
§ 20.2105-1,

Par. 15. Section 20.2202 is amended
and a historical note added to read as
follows:

§ 20.2202 Statutory provisions;
sionaries in foreign service.

Seo. 2202, Missionaries in foreign service.
Missionaries duly commissioned and serving
under boards of foreign missions of the
various religious denominations in the United
States, dying while in the foreign misslonary
service of such boards, shall not, by reason
merely of their intention to permanently
remain In such foreign service, be deemed
nonresidents of the United States, but shall
be presumed to be residents of the State or
the District of Columbia wherein they re-
spectively resided at the time of their com-
mission and their departure for such foreign
service.

[Sec. 2202 as amended by sec. 22(a), Alaska
Omnibus Act (73 Stat. 146); sec. 18(b), Ha-
wall Omnibus Act (74 Stat 416) )

PaAr. 16. Immediately after § 20.2207-1
insert the following new sections:

§ 20.2208 Statutory provisions; certain
residents of ions considered
citizens of the United States,

Sec. 2208. Certain residents of possessions
considered citizens of the United States. A
decedent who was a citizen of the United
States and a resident of a possession thereof
at the time of his death shall, for purposes
of the tax imposed by this chapter, be con-
sidered a “citizen” of the United States with-
in the meaning of that term wherever used
in this title unless he acquired his United
States citizenship solely by reason of (1) his
being a citizen of such possession of the
United States, or (2) his birth or residence
within such possession of the United States.

[Sec. 2208 as added by sec, 102(a), Technical
Amendments Act 1958 (72 Stat 1674) |

§ 20.2208-1 Certain residents of pos-
sessions considered citizens of the
United States.

As used in this part, the term “citizen
of the United States” is considered to
include a decedent dying after Septem-
ber 2, 1958, who, at the time of his death,
was domiciled in a possession of the
United States and was a United States
citizen, and who did not acquire his
United States citizenship solely by reason
of his being a citizen of such possession
or by reason of his birth or residence
within such possession. The estate of
such a decedent is, therefore, subject
to the tax imposed by section 2001.
See paragraph (a)(2) of §20.0-1 and
§ 20.2209-1 for further information re-
lating to"the application of the Federal
estate tax to the estates of decedents
who were residents of possessions of the
United States. The application of this
section may be illustrated by the follow-
ing example and the examples set forth
in § 20.2209-1:

Example. A, a citizen of the United States
by reason of his birth in the United States
at San Francisco, established residence in
Puerto Rico and acquired a Puerto Rican
citizenship. A died on September 4, 1958,
while a citizen and domiciliary of Puerto
Rico. A’s estate is, by reason of the pro-
visions of section 2208, subject to the tax
imposed by section 2001 inasmuch as his
United States citizenship is based on birth
in the United States and is not based solely
on being a citizen of a possession or solely
on birth or residence in a possession.

mis-
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§ 20.2209 Statutory provisions; certain
residents of possessions considered
nonresidents not citizens of the

United States.

SEc. 2200. Certain residents of possessions
considered nonresidents not citizens of the
United States. A decedent who was a citizen
of the United States and a resident of a pos-
session thereof at the time of his death shall,
for purposes of the tax imposed by this chap-
ter, be consldered & “nonresident not a citi-
zen of the United States” within the mean-
ing of that term wherever used in this title,
but only if such person acquired his United
States citizenship solely by reason of (1) his
being a citizen of such possession of the
United States, or (2) his birth or residence
within such possession of the United States.

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

§ 20.2209-1 Certain residents of pos-
sessions considered nonresidents not
citizens of the United States.

As used in this part, the term “non-
resident not a citizen of the United
States” is considered to include a dece-
dent dying after September 14, 1860, who,
at the time of his death, was domiciled
in a possession of the United States and
was a United States citizen, and who ac-
quired his United States -citizenship
solely by reason of his being a citizen of
such possession or by reason of his birth
or residence within such possession.
The estate of such a decedent is, there-
fore, subject to the tax imposed by sec-
tion 2101 which is the tax applicable in
the case of a “nonresident not a citizen
of the United States.” See paragraph
(a)(2) of §20.0-1 and § 20.2208-1 for
further information relating to the ap-
plication of the Federal estate tax to the
estates of decedents who were residents
of possessions of the United States. The
application of this section may be il-
lustrated by the following examples and
the example set forth in § 20.2208-1. In
each of the following examples the dece-
dent is deemed a “nonresident not a
citizen of the United States” and his es-
tate is subject to the tax imposed by sec-
tion 2101 since the decedent died after
September 14, 1960, but would not have
been so deemed and subject to such tax
if the decedent had died on or before
September 14, 1960.

Ezample (1), C, who acquired his United
States citizenship under section 5 of the Act
of March 2, 1917 (39 Stat. 953), by reason of
being a citizen of Puerto Rico, died in Puerto
Rico on October 1, 1960, while domiciled
therein. C is considered to have acquired his
United States citizenship solely by reason of
his being a citizen of Puerto Rico,

Example (2). E, whose parents were
United States citizens by reason. of their
birth in Boston, was born in the Virgin Is-
lands on March 1, 1927, On September 30,
1960, he died in the Virgin Islands while dom-
iciled therein. E is considered to have ac-
quired his United States citizenship solely
by reason of his birth in the Virgin Islands
(section 306 of the Immigration and Na-
tionality Act (66 Stat. 237, 8 U.S.C. 1406) ).

Ezample (3). N, who acquired United
States citizenship by reason of being a na-
tive of the Virgin Islands and a resident
thereof on June 28, 1932 (section 306 of the
Immigration and Nationality Act (66 Stat.
237, 8 U.S.C. 1406) ), died on October 1, 1960,
while domiciled in the Virgin Islands. N is
considered to have acquired his United States
citizenship solely by reason of his birth or
residence in the Virgin Islands.
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Ezample (4). P, a former Danish citizen,
who on January 17, 1817, resided in the Vir-
gin Islands, made the declaration to preserve
his Danish citizenship required by Article 6
of the treaty entered into on August 4, 1916,
between the United States and Denmark,
Subsequently P acquired United States citi-
zenship when he renouncéd such declaration
before a court of record (section 306 of the
Immigration and Nationality Act (66 Stat.
237, 8 U.S.C, 1406)). P died on October 1,
1960, wvhile domiciled in the Virgin Islands.
P is considered to have acquired his United
States citizenship solely by reason of his
birth or residence in the Virgin Islands.

Ezample (5). R, a former French citizen,
acquired his United States citizenship
through naturalization proceedings in a
court located in the Virgin Islands after
having qualified for citizenship by residing in
the Virgin Islands for 5 years. R died on
October 1, 1960, while domiciled in the Vir-
gin Islands. R is considered to have acquired
his United States citizenship solely by rea-
son of his birth or residence within the
Virgin Islands.

Par. 17. Section 20.6163 is amended
and a historical note added to read as
follows:

§ 20.6163 Swstutory provisions; exten-
sion of time for payment of estate
tax on value of reversionary or re-
mainder interest in property.

Sec. 6163. Extension of time for payment
of estate tax on value of reversionary or re-
mainder interest in property—(a) Extension
permitted. If the value of a reversionary or
remainder interest in property s included
under chapter 11 in the value of the gross
estate, the payment of the part of the tax
under chapter 11 attributable to such inter-
est may, at the election of the executor, be
postponed until 6 months after the termina-
tion of the precedent interest or interests in
the property, under such regulations as the
Secretary or his delegate may prescribe.

(b) Extension to prevent undue hardship.
If the Secretary or his delegate finds that
the payment of the tax at the expiration of
the period of postponement provided for In
subsection (a) would result in undue hard-
ship to the estate, he may extend the time
for payment for a reasonable period not in
excess of 2 years from the expiration of tich
period of postponement.

(c) Cross references—(1) Interest. For
provisions requiring the payment of interest
for the period of such extension, see section
6601(b).

(2) Security. For authority of the Secre-
tary or his delegate to require security in
the case of such extension, see section 6165.

[Sec. 6163 as amended by sec. 66(b)(1),
Technical Amendments Act 1958 (72 Stat.
1658) |

Par. 18. Paragraph (a) of § 20.6163-1
is amended to read as follows:

§ 20.6163—-1 Exiension of time for pay-
ment of estate tax on value of rever-
sionary or remainder interest in
property.

(a) In case there is included in the
gross estate a reversionary or remainder
interest in property, the payment of the
part of the tax attributable to that in-
terest may, at the election of the execu-
tor, be postponed until six months after
the termination of the precedent interest
or interests in the property. In addition,
if the precedent interest or interests ter-
minated after March 2, 1958, and if the
district director finds that the payment
of the tax at the expiration of the period
of postponement described in the pre-
ceding sentence would result in undue
hardship to the estate, he may extend

the time for payment for a reasonable
period or periods not to exceed in gl 3
years from the expiration of the periog of
postponement. See paragraph (h) of
§ 20.6161-1 for the meaning of the tery
‘“undue hardship”. An example of undge
hardship is a case where, by reason of
the time required to settle the compiey|
issues involved in a trust, the decedents
heirs or beneficiaries cannot reasonably
expect to receive the decedent’s remain.
der interest in the trust before the ex.]
piration of the period of postponement
The extension will be granted only il
the manner provided in paragraph (¢

of § 20.6161-1 (except that the applics-
tion must be filed with the district diree.
tor on or before the expiration of the
period of postponement elected undes
section 6163(a) ), and the amount of the
tax for which the extension is granted
with the additions thereto, shall be paid
on or before the expiration of the period

of extension without the necessity o
notice and demand from the district di-

rector. The provisions of this section
are limited to cases in which the rever

sionary or remainder interest is includel
in the decedent’s gross estate as suck

and does not extend to cases in which

the decedent creates future inferests b

his own testamentary act.

Par. 19. Paragraph (a) of § 20,618
is amended to read as follows:

§ 20.6165—-1 Bonds where time to pif
tax or deficiency has been extended

(a) Extensions under sections 6168
and 6163(b) of time to pay taz or d
ficiency. If an extension of fime fol
payment of tax or deficiency is granied
under section 6161 or 6163(b), the dis
trict director may, if he deems if nece
sary, require the executor to furnish
bond for the payment of the amount @
respect of which the extension is grani /
in accordance with the terms of the
tension. However, such bopd shall nt§
exceed double the amount with respec
which the extension is granted. I
other provisions relating to'bonds .
quired where extensions of time to pé
estate taxes or deficiencies are gral .
under sections 6161 and 6163(b), see e
regulations under section 7101 contain :
in Part 301 of this chapter (Regulat”
on Procedure and Administration).

Par. 20. Section 20.6325 is
and a historical note added 0 read
follows:

§ 20.6325 Statutory provisionsi frd .
of lien or partial discharge ¢t F

erty.

Src. 6325. Release of lien Of part:;l ‘
charge of property—(a) Releast
. ¢ 0 ormy

(1) Liability satisfied or u.m,;;[tm‘ ,
The Secretary or his delegate m;d fogel
Hability for the amount assess®t g
with all interest in respect thereof.”“ A
fully satisfied or has become lega ¥
forceable; or :

* . .

(¢) Estate or gift
rules or regulations as the
delegate may prescribe, the
delegate may issue &
of B%Y or all of the property um:.:e
lien imposed by section 8324 I T, oyl
or his delegate finds that the lia o
by such lien has been fully sat
vided for.

L

e

tax, Subject W g
Secretary o B4

Secretary & °4

certificate of @ "
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(d) Effect of certificate of release or dis-
charge. A certificate of release or of dis-
jssued under this section shall be held
wnolusive that the lien upon the property
aovered by the certificate is extinguished.
(¢) Cross references. (1) For single bond
complying with the requirements of both
wbsection (a) (2) and section 6165, see sec~

7102.
uo(x;' For other provisions relating to bonds,

erally chapter 73.
m;as)ﬂ;‘er pgovlsiéns relating to suits to en-
{orce llen, see section 7403.
(4) For provisions relating to suits to
dear title to realty, see section 7424,
[See. 6325 8s amended by sec. 77, Technical
imendments Act 1058 (72 Stat, 1662)]

[FR. Doc. 61-440; Filed, Jan. 18, 1961;
8:49 am.]

[T.D. 6530]
SUBCHAPTER D—MISCELLANEOUS EXCISE TAXES

PART 45—MISCELLANEOUS STAMP
TAXES

On July 16, 1960, a notice of proposed
rule making with respect to regulations
under subchapters A, B, and C of chap-
ter 36, subchapter F of chapter 38, sub-
chapters B, C, D, and F of chapter 39,
chapter 40, and certain related admin-
istrative provisions of subtitle F of the
Internal Revenue Code of 1954 as in ef-
feet July 1, 1960, was published in the
FeoEraL REGISTER (25 FL.R. 6762). After
consideration of all such relevant mat-
fer as was presented by interested per-
sons regarding the rules proposed, the
Tegulations as so published are hereby
adopted, subject to the changes set forth
below which include, among others, those
thanges required by sections 18(1) and
18()) of the Hawaii Omnibus Act (74
Stat, 416) ;

PARAGRAPH 1, Paragraph (a) of §45.-
455-1 s revised,

Pag. 2, Paragraph (c) of § 45.4822-1
i revised,

P, 3, Paragraph (c¢) of § 45.4842-1
ISrevised,

P".' 4. Paragraph (d) of §45.4901-1
I8 reviseq,

(?AR. 5. Sections 45.6011(a), 45.6011
4)-6, and 45.6011(4)-7 are stricken.
(J’AR- 6. Sections 45.6011(a)-1, 45.6011
-2, 45.6011(a)-3, 45.6011(a)-4, and
. #4051; éa)-s are redesignated §§ 45.6001—
4'56061 (;1-7, 45.6901—8, 45.6001-9, and
i’n TI Dpl;frs;)gectkafly.
. 1. graph (a) 3§ ~
% redesignateq, is revised(.)f iy s
£ :e:ie&' Paragra_ph (a) of § 45.6001-10,
Signated, is revised.
Par, 9, Sections 45.6001-11 and 45.-

300142 are add
§45.6001-10, ed immediately after

PAR. 10, Payq
15 reviseq,

P, 11 Section 45.6091 is revised by
e 12sué)sec_tion (b) of section 6091,
g 13. sectmn 45.6091-1 is revised.
: 14' Iectlon 45.7011-1 is revised.
B §45.7701, paragraphs (9)
of section 7701(a), and the his-
‘evm.note following section 7701, are

€raph (a) of § 45.6071-1

FEDERAL REGISTER

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

[SEAL] CHARLES I. Fox,
Acting Commissioner

of Internal Revenue.
Approved: January 13, 1961.

FRED C. SCRIBNER, JT.,
Acting Secretary of the Treasury.

The regulations adopted under Sub-
chapters A, B, and C of Chapter 36, Sub-
chapter F of Chapter 38, Subchapters B,
C, D, and F of Chapter 39, Chapter 40,
and certain related administrative pro-
visions of Subtitle F of the Internal
Revenue Code of 1954 as in effect July
1, 1960 read as follows:

Subpart A—Introduction
Sec,
45.0-1
45.0-2

Introduction.

General definitions and use of terms,

45.0-3 Scope of regulations.

450-4 Extent to which the regulations in
this part supersede prior regulations.

Subpart B—Playing Cards

454451 Statutory provisions; imposition of
tax.

45.4451-1 Imposition, rate and application
of tax. A

454452 Statutory provisions; definition of
manufacturer.

45.4452-1 Who is a manufacturer.

45.4453 Statutory provisions; exemption in
case of exportation.

45.4453-1 Exemption in case of exportation.

45.4453-2 Removal to foreign-trade zones.

454454 Statutory provisions; liability for
tax.

45.4454-1 Liability for tax.

45.4455 Statutory provisions; registration.

45.4455-1 Manufacturers to register.

45.4456 Statutory provisions; stamps.

45.4456-1 Stamps for payment of tax.

45.4456-2 Purchase of stamps.

45.4456-3 Affixing stamps.

45.4456-4 Abandoned or forfeited playing
cards,

45.4456-56 Cancellation of stamps.

45.4456-6 Redemption of stamps.

454457 Statutory provisions; cross refer-
ences.

45.4457-1 Cross references.

Subpart C—Occupational Tax on Coin-Operated
Devices

454461 Statutory provisions; imposition of
tax.

45.4461-1 Imposition of tax.

45.4461-2 Rates of tax.

45.4462 Statutory provisions; definition of
coin-operated amusement or gaming
device.

45.4462-1 Definition of coin-operated
amusement or gaming devices,

454463 Statutory provislons; administra-
tive provisions; trade or business.

45.4463-1 Cross references.

Subpart D—Occupational Tax on Bowling Alleys,
Billiard and Pool Tables %

45.4471 Statutory provisions; imposition of
tax.

45.4471-1 Imposition and rate of tax.

454472 Statutory provisions; definition.

45.4472-1 Definition of bowling alley, bil-
liard room, and pool room.

454473 Statutory provisions; exemptions.

45.4473-1 Exemptions.

454474 Statutory provisions;
ences.

45.4474-1 Cross references.

cross refer-

Subpart E—Oleomargarine
454591 Statutory provisions; imposition of
ta

X,
45.4591-1 Imposition, rate and payment of
and liability for tax.
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Sec.

45.4592(a) Statutory provisions; definitions.

454592(a)~1 Definition of the term “oleo-
margarine”,

45.4593(a) Statutory provisions;
tlons.

45.4593(a)-1 Exemptions.

exemp-

Subpart F—White Phos;':ho.m; Matches

45.4801 Statutory provisions; imposition of
tax.
45.4801-1 Imposition and rate of tax.

454802 Statutory provisions; definition of
white phosphorus.

45.4802-1 Definition of white phosphorus.

45.4803 Statutory provisions; stamps.

45.4803-1 Sale of stamps to qualified manu-
facturer.

454804 Statutory provisions; requirements
on manufacturers,

45.4804-1 Packing and stamping of white
phosphorus matches,

45.4804-2 Factory number.

45.4804-3 Manufacturer’s sign.

45.4804-4 Separate factories for taxable and
nontaxable matches.

45.4804-5 Factory number required on each
package.

45.4804-6 Caution label.

45.4804-7 Manufacturer’s bond.

45.4804-8 Registry by manufacturer.

45.4804-9 Inventory to be made at com-
mencement of business, on July 1 of
each year, and at the time of closing.

45.4804-10 Dally records.

45.4804-11 Quarterly return.

45.4806 Statutory provisions;
and exportation.

45.4806-1 Importation and exportation of
matches.

454806 Statutory provisions;
ences.

45.4806-1 Cross references.

importation

cross refer-

Subpart G—Adulterated and Process or Renovated
Butter

TaAx oN PropUCTS

454811 Statutory provisions; imposition of
tax.

45.4811-1 Imposition and rate of tax.

45.4812 Statutory provisions; importation
of adulterated butter.

45.4812-1 Imposition and rate of tax.

45.4812-2 Requisition for, affixing and can-
celing stamps.

45.4812-83 Packing and branding.

45.4813 Statutory provisions; stamps.

45.4813-1 Method of payment.

454814 Statutory provisions; requirements
applicable to manufacturers,

45.4814-1 Packing and branding adulter-
ated butter.

45.4814-2 Marking process or renovated
butter. .

45.4814-3 Caution notice; placement upon
packages.

45.4814-4 Factories.

45.4814-5 Bonding.

45.4815(a) Statutory provisions; require-
ments applicable to dealers; selling re-
quirements.

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

45.4815(b) Statutory provisions; require-
ments applicable to dealers; books of

! wholesale dealers.

45.4816 Statutory provisions; exportation of
adulterated butter.

45.4816-1 Exemption in case of exportation
of adulterated butter.

454817 Statutory provisions; inspection of
process or renovated butter.

45.4817-1 Inspection of process or . reno-
vated butter.

454818 Statutory provisions; administrative
decisions relating to adulterated butter,

45.4818-1 Administrative declisions relating
to adulterated butter.

45.4819 Statutory provisions;
ences.

45.4819-1

cross refer-

Cross references.
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OCCUPATIONAL TaAX

Sec.

45.4821 Statutory provisions; imposition of
tax.

454821-1 Imposition and rate of tax.

45.4821-2 Requirements with respect to
manufacturers of adulterated butter or
process or renovated butter.

454821-3 Requirement with respect to
wholesale dealers in adulterated butter.

45.4821-4 Exemptions as wholesale dealer.

45.4821-5 Requirements with respect to re-
tail dealers- in adulterated butter.

45.4821-6 Liability in particular situations.

45.4822 Statutory provisions; cross refer-
ences.

45.4822-1 Cross references.

454826 Statutory provisions; definitions.

45.4826-1 Butter defined.

45.4826-2 Adulterated butter classified.

454826-3 Preservatives.

4548264 Ladled butter.

45.4826-5 Process or renovated butter.

Subpart H—Filled Cheese
TAX ON PRODUCTS
454831 Statutory provisions; imposition of
tax

45.4831-1 Imposition and rate of tax.

45.4832 Statutory provisions; stamps.

45.4832-1 Affixing and canceling of stamps.

454832-2 Emptied packages.

454832-3 Other stamp provisions,

454833 Statutory provisions; requirements
applicable to manufacturers,

45.4833-1 Requirements applicable to manu-
facturers.

45.4833-2 Pactorles.

45.4833-3 Bonding.

454834 Statutory provisions; requirements
applicable to wholesale and retail dealers.

45.4834-1 Signs to be displayed by whole-
sale and retail dealers.

4548342 Packaging requirements.

45.4834-3 Branding requirements.

45.4836 Statutory provisions; cross refer-
ences.

45.4836-1 COross references.

OCCUPATIONAL TAX

45.4841 Statutory provisions; imposition of
tax.

454841-1 Imposition and rate of tax.

454841-2 Applicability of tax.

45.4841-3 Liability of wholesale dealers and
retail dealers for special tax.

45.4841-4 Storing filled cheese.

454842 Statutory provisions; cross refer-
ences.

45.4842-1 Cross references.

454846 Statutory provisions; definitions.

45.4846-1 Definitions.

45.4846-2 Cross reference.

Subpart I—Contracts of Sale of Cotton for Future
Delivery

45.4851 Statutory provisions; imposition of
tax.

45.4851-1 Imposition and rate of tax.

45.4851-2 Liability for tax.

454852 Statutory provisions; definition.

45.4852-1 Definitions.

454853 Statutory provisions;
validity of contracts.

45.4853-1 Form and validity of contracts.

454854 Statutory provisions; cotton stand-
ards

form and

45.4861 Statutory provisions; spot cotton.

45.4861-1 Exemption of spot cotton.

45,4862 Statutory provisions; definition of
bona fide spot markets.

45.4863 Statutory provisions; basis grade
contracts.

45.4863-1 Exemption of basis grade con-
tracts, tendered grade contracts, and
specific grade contracts.

454864 Statutory provisions;
grade contracts.

45.4864-1 Exemption of tendered grade con-
tracts.

tendered
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Sec.

45,4865 BStatutory provisions; specific grade
contracts.

45.4865-1 Exemption of specific grade con-
tracts. $

45.4871 Statutory provisions; method of
payment.

45.4871-1 Method of payment,.

454872 Statutory provisions; collection and
enforcement.

45.4872-1 Records of contracts of sale of
cotton for future delivery.

45.4872-2 Records to be kept by cotton clear-
ing assoclations.

45.4872-8 Form of record.

45.4872-4 Records to be kept in separate
books and open for inspection.

454872-5 Return to be made by persons
dealing in future contracts.

454872-6 Returns to be made by clearing
associations.
45.4872-7 Persons failing to make return,
district director authorized to do so.
454873 Statutory provisions; liability of
principal for acts of agent.

45.4874 Statutory provisions; immunity of
witnesses.

454875 Statutory provisions; operation of
State laws.

45.4876 Statutory provisions; reports of
Secretary of Agriculture.

454877 Statutory provisions; cross refer-
ences,

45.4877-1 Cross references.

Subpart J—Silver Bullion

45.4801 Statutory provisions; imposition of
tax. :

45.4801-1 Imposition of tax.

45.4891-2 Rate and application of tax.

454892 Statutory provisions; definitions.

45.4892-1 Definitions.

45.4802-2 Expired provisions.

45,4803 Statutory provislons; labllity for

tax.

45.4893-1 Liabllity for the fax.

454894 Statutory provisions; abatement or
refund.

45.4804-1 Abatement or refund of tax at-
tributable to profits realized in course
of regular business.

45.4894-2 Abatement or refund of tax at-
tributable to profits realized In connec-
tion with transactions in silver foreign
exchange.

45.4804-8 Procedure; abatement of tax paid
by stamps on memorandum.

45.4804-4 Procedure; abatement of tax
shown on return.

45.4894-5 Disallowance of claim,

454894-6 Claim for refund.

45.4894-7 Form of claim.

454805 Statutory provisions; stamps, mem-
orandum, etc.

45.4895-1 Aflixing of stamps.

45.4805-2 Sfilver tax stamps Issued.

45.4805-3 Where stamps may be purchased
and where requisition forms for the pur-
chase of stamps may be obtained.

454895-4 Use of stamps.

45.4805-6 Memorandum of transfer.

45.4895-6 Action of district director; can-
cellation of stamps.

45.4895-7 Payment by producers and reg-
istered dealers.

45.4895-8 Records.

454806 Statutory provisions; applicability
of tax,

45.4896-1 Applicability of tax.

45,4897 Statutory provisions; cross refer-

" “ences.
45.4897-1 Cross references.

Subpart K—General Provisions Relating to
Occupational Taxes

454901 Statutory provisions; payment of

tax.
45.4901-1 Payment of special tax.
45.4002 Statutory provisions; liability of

partners.
45.4002-1 Partnership lability.

Sec.

454003 BStatutory provisions; liability 1y
case of business In more than one Jooy.
tion.

454003-1 Each place taxable,

45.4904 Statutory provisions; liability fy
case of different businesses of same pyy.
ership and location,

45.4904-1 Each business taxable,

454905 Statutory provisions; Hability fn
case of death or change of location,

45.4905-1 Change of ownership,

45.4905-2 Change of address,

45.4905-3 Liabllity for fallure to reglste
change.

454006 Statutory provisions; application of
State laws.

45.4006-1 State laws applicable,

45.4807 Statutory provisions; Federal agen.
cies or instrumentalities.

45.4907-1 Federal agencles or Instrumen-
talities.

S A dvninl.
part L

ative Provisions

45.6001 Statutory provisions; notice or reg-
ulations requiring records, statements,
and special returns.

45.6001-1 Recordsin general.

45.6001-2 Records required to be kept by
manufacturers of adulterated butter,
process or renovated butter, or filled
cheese.

45.6001-3 Records required to be kept by
wholesale dealers In adulterated butler,

45.6001-4 Records required to be kept by
wholesale dealers in filled cheese,

45.6001-5 Cross references.

45.6001-8 Returns in general,

45.6001-7 Inventories required of manu
facturers.

45.6001-8 Quarterly return by manufsc
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 wholesaie
dealers in adulterated butter or filld
cheese.

45.6001-11 Returns relating to speclal tases,

45.8001-12 Cross references.

45.6061 Statutory provisions; signing of re-
turns and other documents.

45.6061-1 Signing of returns and other doe-
uments.

45,6065 Statutory provisions; verification of
returns,

45,6065-1 Verification of returns.

45.6071 Statutory provisions; time for fling
returns and other documents.
45.6071-1 Time for filing returns or other

documents.

45.6071-2 Special taxes.

45.6071-3 Last day for filing.

45,6081 (a) Statutory provisions; extension
of time for filing returns.

45.6081 (a)-1 Extension of time for filing
returns.

45.6001 Statutory provisions; place for flisk
returns or other documents. =

45.6091-1 Place for filing special tax mur“v

45.6091-2 Place for filing memorandums
returns relating to silver bullion.

456101 Statutory provisions; period 0¥
by returns or other documents.

45.6101-1 Perlod covered by returnsore
documents.

456151 Statutory provisions; tltn;re nﬂsnd puct
for tax shown on I¢ g
45.8151—?y";‘l‘gxe and place for paylng spect

taxes. . extene

45.6161 (a) (1) Statutory provisions; &K
sion of time for paying tas. {or PV

45.6161(a) (1)-1 Extension of time
ing tax shown on return. achmest

456804 Statutory provisions; 8t
and cancellation. 1ation.

45.6804-1 Attachment and cancells tion of

45,6805 Statutory provisions; emp!

stamps. 1
45.6808 Statutory provisions; postiné L
pational tax stamps. o 18 fod

45.6806-1 Speclal tax stamp
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f;c-;'o;l Statutory provisions; registration—
persons paylng a special tax.

$7011-1 Registrations—persons paying a
gpecial tax.

57011-2 Registration in case of change of
ownership or location.

G7011-8 Registration; other requirements.

47208 Statutory provisions; offenses relat-

to stamps.

45,7200 Statutory provisions; unauthorized
use or sale of stamps,

457088 Statutory provisions; fallure to pay,
or attempt fo evade payment of, tax on
cotton futures, and other violations.

457234 Statutory provisions; violations of
Jaws relating to oleomargarine or adul-
terated butter operations.

4572341 Viclatlons of laws relating to oleo-
margarine or adulterated butter opera-
tlons.

457235 Statutory provisions; violation of
laws relating to adulterated butter and
process or renovated butter.

457298 Statutory provisions; violation of
laws relating to filled cheese.

47239 Statutory provisions: violation of
laws relating to white phosphorus
matches.

47268 Statutory provisions; penalties re-
lating to cotton futures.

457264 Statutory provisions; offenses re-
lating to renovated or adulterated butter.

4571265 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.

45.71266 Statutory provisions;
lating to filled cheese.
45.1267 Statutory provisions; offenses re-
lating to white phosphorus matches.
457271 Statutory provisions; penalties for

offenses relating to stamps.

471272 Statutory provisions; penalty for
fallure to register.

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

457274 Statutory provisions; penalty for
offenses relating to white phosphorus
matches,

457308 Statutory provisions; other property

__subject to forfeiture.

57326(a) Statutory provisions: disposals of
forfeited or abandoned property in spe-
clal cases,

467328 Statutory provisions; confiseation of
matches exported,

1571492 Statutory provisions; enforceabllity
of cotton futures contracts.

457403 Statutory provisions; immunity of
Witnesses in cases relating to cotton
futures,

‘5‘75;?) Statutory provisions; exemption
: m tax of domestic goods purchased

__lor the United States.

“-“;g-lm Withdrawal of filled cheese and

!oryu Seg C]c{xards from factories, free of tax,

the United States.

510-2 Evidence re.
uired to lish
exemption. q estab!

45.7510-3 Branding,

4537?1 Statutory provisions; supervision of
perations of certain manufacturers.

g.;g;i—l Inapplicability.
it gmmmry provisions; definitions.

tat ' "
2 \llatlons.umr} provisions; rules and reg-

2805-1 Promulgation of regulations.
und‘:*!;mn': §$§45.0-1 to 45.7805-1 issued
C. 7805, LR.C. 1954; 6BA Stat. 917;

offenses re-

4.7

US.C. 7805,
Subpart A—Introduction
§45.0-1 Introduction. -
@) m general. Th
i e regulations in
e lm% (Part 45, Subchapter D, Chap-
» Title 26 (1954), Code of Federal

FEDERAL REGISTER

Regulations) are designated “Miscella-
neous Stamp Tax Regulations”. The
regulations relate to the taxes imposed
by Subchapters A, B, and C of Chapter
36, Subchapter F of Chapter 38, Sub-
chapters B, C, D, and F of Chapter 39 of
the Internal Revenue Code of 1954, as
amended, and to certain general provi-
sions relating to occupational taxes con-
tained in Chapter 40 of such Code and to
certain related administrative provi-
sions of Subtitle F of the Code. For a
reference to the various taxes to which
the regulations in this part relate, see
paragraph (b) of this section and
§ 45.0-3. References in these regula-
tions to the “Internal Revenue Code” or
the “Code” are references to the Internal
Revenue Code of 1954, as amended, un-
less otherwise indicated. References to
a section or other provision of law are
references to a section or other provi-
sion of the Internal Revenue Code, as
amended, unless otherwise indicated.

(b) Division of regulations. The reg-
ulations in this part are divided into 12
subparts. Subpart A contains provi-
sions relating to the arrangement and
numbering of the sections of the regula-
tions in this part, general definitions
and use of terms, scope of regulations,
and extent to which the regulations in
this-part supersede prior regulations re-
lating to the taxes imposed by Subchap-
ters A, B, and C of Chapter 36, Subchap-
ter F of Chapter 38, and Subchapters B,
C, D, and F of Chapter 39 of the Internal
Revenue Code. The other subparts of
the regulations in this part and the sub-
ject matter to which they relate are as
follows:

Subpart B—Playing cards.

Subpart C—Occupational tax on coin-oper-
ated devices.

Subpart D—Occupational tax on bowling al-
leys, billiard and pool tables.

Subpart E—Oleomargarine.

Subpart F—White phosphorus matches.

Subpart G—Adulterated and process or ren-
ovated butter.

Subpart H—Filled cheese.

Subpart I—Cotton futures.

Subpart J—=Silver bullion.

Subpart K—General provisions relating to
occupational taxes.

Subpart L—Administrative provisions.

(¢) Arrangement and numbering. In
general each section of the regulations
in Subparts B through L is preceded by
the section, subsection, or paragraph of
the Internal Revenue Code which it in-
terprets. The sections of the regulations
can readily be distinguished from sec-
tions of the Code since—

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

(2) The sections of the regulations are
preceded by a section symbol and the
part number, arabic numeral 45 followed
by a decimal point (§ 45.) ; and

(3) The sections of the Code are pre-
ceded by “Sec.”.

Each section of the regulations setting
forth law or regulations is designated
by a number composed of the part num-
ber followed by a decimal point (45.)
and the number of the corresponding
provision of the Internal Revenue Code.
In the case of a section setting forth
regulations, this designation is followed
by a hyphen (-) and a number identify-
ing such section.
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§ 45.0-2 General definitions and use of
terms.

As used in the regulations in this part,
unless oftherwise expressly indicated—

(a) The terms defined in the provi-
sions of law contained in the regulations
in this part shall have the meanings so
assigned to them.

(b) The Internal Revenue Code of
1954 means the Act approved August 18,
1954 (68A Stat.), entitled “An Act to re-
vise the internal revenue laws of the
United States"”, as amended.

(e) District director means district
director of internal revenue.

(d) Calendar quarter means a period
of 3 calendar months ending on March
31, June 30, September 30, or December
31.

§ 45.0-3 Scope of regulations.
cards.

The regulations in this part relate to
the taxes imposed by Subchapters A, B,
and C of Chapter 36, Subchapter F of
Chapter 38, and Subchapter B, C, D, and
F of Chapter 39 of the Code and, except
where otherwise specifically provided,
have application as provided in the fol-
lowing paragraphs:

(a) Subpart B. The regulations in
Subpart B of this part relate to playing
cards manufactured or imported, and
sold, or removed for consumption or sale,
by a manufacturer on or after July 1,
1960.

(b) Subpart C. The regulations in
Subpart C of this part relate to coin-
operated devices maintained for use by
any person on or after July 1, 1960.

(¢) Subpart D. The regulations in
Subpart D of this part relate to the op-
eration by any person of a bowling alley,
billiard room, or pool room on or after
July 1, 1960.

(d) Subpart E. The regulations in
Subpart E of this part relate to oleomar-
garine imported from foreign countries
on or after July 1, 1960.

(e) Subpart F. The regulations in
Subpart F of this part relate to white
phosphorous matches manufactured,
sold, or removed by the manufacturer
on or after July 1, 1960.

(f) Subpart G. The regulations in
Subpart G of this parf relate to (1)
adulterated and process or renovated
butter manufactured or sold or removed
for consumption or use by the manufac-
turer on or after July 1, 1960, and (2) to
the occupational tax imposed on )
manufacturers, wholesalers, and retail-
ers who deal in adulterated butter on or
after July 1, 1960, and (ii) manufac-
turers of process or renovated butter on
or after July 1, 1960.

(g) Subpart H. The regulations in
Subpart H of this part relate to filled
cheese manufactured or imported on or
after July 1, 1960, and to the occupa-
tional tax imposed on manufacturers,
wholesalers, and retailers who deal in
filled cheese on or after July 1, 1960.

(h) Subpart I. The regulations of
Subpart I of this part relate to contracts
of sale of cotton for the future delivery
entered into on or after July 1, 1960.

(i) Subpart J. The regulations in
Subpart J of this part relate to transfers
of any interest in silver bullion made on
or after July 1, 1960.
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(j) Subpart K. The regulations in
Subpart K of this part deal with the gen-
eral provisions relating to occupational
taxes contained in Chapter 40 of the
Code and are applicable on or after July
1, 1960.

(k) Subpart L. The regulations in
Subpart L of this part, which are pre-
seribed under selected provision of sub-
title F of the Code, relate to refunds
and other administrative provisions of
special application to the various taxes
covered by the regulations in this part
and have application in respect of any
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transaction within the scope of any other
subpart of the regulations in this part.

§ 45.0-4 Extent to which the regulations
in this part supersede prior regula-
tions.

The regulations in this part, with re-
spect to the subject matter within the
scope thereof, supersede the .following
regulations and such regulations as pre-
scribed and made applicable to the In-
ternal Revenue Code by Treasury Deci-
sion 6091, signed August 16, 1954 (19
F.R. 5167, August 17, 1954) :

Tax on playing cards

Special taxes with respect to coin-operated amuse-
ment and gaming devices, bowling alleys, billiard

tables, and pool tables.
Tax on white phosphorus matches

Taxes on oleomargarine, adulterated butter, and

process or renovated butter.
Tax on filled cheese

Tax on contracts of sale of cotton for future delivery.
Tax on transfers of interests in silver bullion._______

Withdrawal of filled cheese and playing cards, from
factories, free of tax, for use of the United States.
Exportation without payment of tax on tobacco

manufacturers, oleomargarine, adulterated butter,

Regulations 66, 26 CFR (1939), Part
305.

Regulations 59 (1941 edition), 26 CFR
(1939), Part 323.

Regulations 32, 26 CFR (1939), Part
300.

Regulations 9, (Revised April 1936),
26 CFR (1939), Part 310.

Regulations 22 (Revised August
1926), 26 CFR (1939), Part 801,

Regulations 36 (1916 edition), 26
CFR (1939), Part 110.

Regulations 85, 26 CFR (1939), Part
112,

Regulations 34, 26 CFR (1939), Part
450.

Regulations 73, 26 CFR (1939), Part
451,

mixed flour, and playing cards; shipments to pos-
sessions of the United States, and drawback on
tobacco manufactures and stills exported, or
shipped to Puerto Rico or Philippine Islands.

Removals of alcoholic liquors, tobacco products, and
other articles of domestic manufacture to foreign-

trade zones.

Re-gulations 31, 26 CFR (1939), Part
199, §§ 199,425 to 199.436, incl.

Subpart B—Playing Cards

§ 45.4451 Statutory provisions; imposi-
tion of tax.

SEc. 4451, Imposition of tax. There shall
be imposed a tax of 13 cents per pack upon
every pack of playing cards containing not
more than 54 cards, manufactured or im-
ported, and sold, or removed for consumption
or sale, by a manufacturer, This tax shall
be in addition to any import duties imposed
on such articles of foreign manufacture.

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

§ 45.4451-1 Tmposition, rate and appli-
cation of tax.

(a) Imposition of tax. Section 4451
imposes a tax, applicable as set forth in
paragraph (¢) of this section and at the
rates shown in paragraph (b) of this
section, on playing cards manufactured
or imported, and sold, or removed for
consumption or sale, by a manufacturer.
The tax on playing cards accrues upon
removal of the cards from the factory
or place where made, or upon the sale
thereof prior to such removal. For defi-
nition of the term “manufacturer”, see
section 4452 and § 45.4452-1., For rules
relating to duties, liabilities and respon-
sibilities in respect of the tax imposed by
section 4451, see sections 4454 to 4456,
inclusive, and the regulations thereunder
in this subpart.

(b) Rate of tax. The tax is imposed
at the rate of 13 cents per pack upon
each pack of playing cards containing
not less than 2 nor more than 54 cards.
Each additional 54 cards or fraction
thereof in a pack constitutes a new pack

on which tax must be paid at the rate of
13 cents each. For example, if a pack
contains 120 cards it must be considered
as constituting three packs, two packs
of 54 cards each and one pack of 12
cards, and each such pack is subject to
tax at the rate of 13 cents per pack or
a total of 39 cents.

(¢) Application of tax—(1) In gen-
eral. The tax applies to ordinary play-
ing cards which are used in playing
games of skill or chance such as “poker”,
“pridge”, “pinochle”, “canasta”, and the
like, and to cards that may be used in
lieu of ordinary playing cards. Cards
for the games of “old-maid”, “rook”,
“guthors”, and the like, differing wholly
from ordinary playing cards, are not
subject to tax. Miniature playing cards,
playing cards with advertising matter
printed thereon, and so-called “fortune-
telling”, “magic”, or “trick”, decks com-
posed wholly or in part of playing cards
or cards that may be used in lieu of
playing cards are all subject to the tax.

(2) Imported playing cards—(i) For-
eign manufacture. Except as set forth
in the Customs Regulations (19 CFR 8.3
and 9.6, as amended), relating to certain
importations on and after September 17,
1953, playing cards imported from for-
eign countries, must be tax-paid at the
rate of 13 cents per pack of not more
than 54 cards. Such tax is in addition
to any import duty and must be paid by
affixing the required stamps prior to re-
lease of the cards from customs custody.

(il) American goods returned. When
playing cards produced in the United
States which have been duly exported

without payment of tax are reimporteq
they are liable to customs duty equa) 1o
the tax imposed by section 4451, Qgp.
tainers of reimported domestic playing
cards shall be marked as required by
Customs Regulations (13 CFR 114)
Such packages are not required to haye
internal-revenue stamps affixed.

§ 45.4452 Statutory provisions; defini.
tion of manufacturer.

SECc. 4452. Definitlion of manujacturer
Every person who offers or exposes for sale
playing cards, whether the articles so offered
or exposed are of foreign manufacture and
imported or are of domestic manufacture
shall be deemed the manufacturer thersof
and subject to all the dutles, liabilities, and
penalties imposed by“law In regard to the
sale of domestic articles without the use of
the proper stamps denoting the tax pald
thereon.

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

§ 45.4452—-1 Who is a manufacturer,

The term “manufacturer”, when used
in any provision of the regulations in this
part having application to the tax on
playing cards, shall include the follow-
ing persons:

(a) Any person who manufactures
playing cards for sale or consumpfion;

(b) Any person who packs or repacks
playing cards for sale;

(¢) Any person who offers or exposes
for sale packs of playing cards, either
domestic or imported, without the use of
the proper stamps denoting payment of
the tax thereon;

(d) Any person who cuts playing
cards from large lithographed shefts
and finishes them;

(e) Any person who cleans, gilds, re-
assembles, or repacks playing cards pre-
viously tax paid; and

(f) Any person who resells packs of
playing cards on which the stamps have
been broken. In such case each pack s
sold must be restamped.

For requirement relating to registration
of a manufacturer of playing cards, s
section 4455 and § 45.4455-1.

§ 45.4453 Statutory provisions; exemp-
tion in case of exportation.

Sec. 4453. Exemption in case of ezporta-
tion. Playing cards may be removed from
the place of manufacture for export 0 8
foreign country or for shipment to & posses-
sion of the United States without paymest
of tax, or affixing stamps thereto, under %
rules and regulations and the flling of su
bonds as the Secretary or his delegate maf
prescribe.

[Sec. 4453 as originally enacted and in effect
July 1, 1960]

§ 45.4453-1
portation. ;
(a) Cards removed for ezportation=
(1) In general. The tax 1M !
section 4451 shall not apply in the ¢ .
of the removal of playing cards f
place of manufacture for the purp e
exportation to a foreign country Oim ted
ment to a possession of the
States and in due course so €X
shipped. Such removal in every
must be made by shipment d
the place of manufacture wit
stoppage in transit. Packs of P st
cards sent to a foreign couﬂt'Zs ity
possession of the United States

Exemption in casé of e
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ples must comply with the provisions of
this section in order to be exempt.

(2) Definition of exportation. Ex-
portation means the severance of an ar-
tiele from the mass of things belonging
within the United States with the in-
tention of uniting it with the mass of
things belonging within some foreign
country or within a possession of the
United States. The character of a ship-
ment will be determined by the inten-
tion with which it is made and it assumes
the character of an export to a foreign
country or shipment to & possession of
the United States only where destined
for, and intended for use in, a foreign
country or possession of the United
States, as the case may be.

(3) Responsibility for exportation of
playing cards. Responsibility for com-
pliance with the provisions of this sec-
tion with respect to the removal of play-
ing cards, without payment of tax, for
export, and for the proper exportation
of such playing cards shall rest upon the
. manufacturer thereof.

(4) Liability for tax on playing cards.
The manufacturer of the playing cards
(see § 45.4452-1 for definition of a man-
ufacturer) shall be liable for the tax im-
posed thereon by section 4451 if the pro-
visions of this section are not complied
with.

(5) Removal for export. (i) To ex-
empt from tax a removal of playing
cards from the place of manufacture for
export both of the following conditions
must be met: (¢) The playing cards so
removed must be identified as having
been removed from the place of manu-
facture by the manufacturer for export,
and (b) the playing cards so removed
must be exported in due course.

(i) Playing cards will be regarded as
having been removed from the place of
manufacture by the manufacturer for
export if the manufacturer has in his
Possession at the time of removal from
the place of manufacture a written order
or contract of sale showing that the
manufacturer is to ship the playing
tards to a foreign destination or to a
Possession of the United States.

(i) The written order or contract of
sale referred to in subdivision (ii) of this
Subparagraph suspends liability for pay-
ment of the tax by the manufacturer for
such removal from the place of manufac-
r}.Ire Tor export for a period of 6 months
c;:g;‘he date of removal of such playing

(G)bProoJ of exportation—(i) Other
evk? Y parcel post. Exportation may be
s ;j’;ced- by (a) a copy of the export bill
s ng 1ssued by the delivering carrier,
2 acertificate by the agent or repre-

tive of thc_e export carrier showing
. exportation of the playing cards,
Cust% a certificate of landing signed by a

mf officer of g foreign country or
the plaon of the United States to which
Vinn Yixilg cards are exported, or (d)
) such foreign country or possession

: etrUrtﬂted States has no customs ad-

cmslm\a fon, a statement of the foreign
elffe showgng receipt of the playing

vy -the&withm & period of six months
e, ate of removal of such playing

ﬁt tai ll]mmufact'.urer has not received

ed to the order or contract
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proper “proof of exportation”, then the
temporary suspension of the liability for
the payment of the tax ceases and such
liability shall become immediately due
and payable. Such tax shall be paid to
the district director for the district in
which 1is located the place of manufac-
ture from which the shipment is made,
with sufficient information to identify
the taxpayer and the nature and purpose
of the payment. However, if proof of
exportation later becomes available, a
claim for refund of any tax paid may be
filed on Form 843, but such action must
be taken within the three-year period
preseribed by section 6511.

(ii) Exportation by parcel post. If
playing cards are exported by parcel post,
the manufacturer thereof shall have a
statement prepared for use with each
package so exported on which shall be
shown such information as the destina-
tion, order or invoice number, the con-
tents of the package, the name of the
vendee, etc. Upon mailing the package
described in the statement, the manufac-
turer shall have the statement stamped

* by the local postmaster as evidence of

said package having been received by
him for exportation by parcel post. A
waiver of the manufacturer's right to
withdraw such package from the mails
shall be stamped or written on each
package and such waiver shall be signed
by the marufacturer making the ship-
ment.

(b) Bond. II the district director
deems it necessary in order to protect the
revenue, a bond may be required of any
manufacturer removing. playing cards
from the place of manufacture for ex-
port to a foreign country or for shipment
to a possession of the United States. The
penal sum of such bond shall be in an
amount specified by the district director
in a notice mailed to the manufacturer.
For other provisions relating to bonds,
see §§301.7101 and 301.7101-1 of this
chapter (Regulations on Procedure and
Admininstration) .

(¢) Miscellaneous—(1) Diversion of
shipment to another export consignee.
After removal of a shipment of playing
cards from the place of manufacture for
export in accordance with the provisions
of paragraph (a)(5) (ii) of this section,
the manufacturer of such playing cards
may divert the shipment to another con-
signee for export provided he has in his
possession a written order or contract
of sale as provided in paragraph (a) (5)
(i) of this section from such other
consgignee.

(2) Return of shipment to jfactory. In
case a consignee, for whom a manufac-
turer removes playing cards from his
place of manufacture in accordance with
a written order or contract of sale for
export, modifies or cancels his written
order or contract of sale for export, the
manufacturer may return the shipment
of such playing cards to his place of
manufacture provided he maintains ade-
quate records relating to such return.

§ 45.4453-2 Removal to foreign-trade
zones.

(a) In general. Playing cards may be
removed from the place of manufacture
without having stamps affixed thereto for
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delivery to a foreign-trade zone for ex-
portation. Such removal and delivery
thereof to & foreign-trade zone is con-
sidered an exportation.

(b) Definition of foreign-trade zone.
“Foreign-trade zone” or “zone,” as used
in this section, means a foreign-trade
zone established and operated pursuant
tothe Act of June 18, 1934 (48 Stat. 998),
as amended by Pub. Law 566, 81st Cong.
(64 Stat. 246).

(¢) Proof of delivery to a foreign-
trade zone. A manufacturer of playing
cards who removes such playing cards
from the place of manufacture for de-
livery to a foreign-trade zone without
affixing stamps thereto shall maintain
adequate records of all such removals
and shall keep sufficient written proof of
such removals and deliveries as may be
necessary to substantiate actual delivery
of the playing cards to the foreign-trade
zone. The records referred to in the pre-
ceding sentence shall be retained by
the manufacturer and made available
for inspection by any revenue officer
upon his request.

§ 45.4454 Siatatory provisions: liability
fortax.

SEec. 4454. Liability for taz. The tax im-
posed by this subchapter shall be palid by
any person who makes, sells, removes, con-
signs, or ships any playing cards, or for
whose use or benefit the same are made,
removed, consigned, or shipped.

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

§ 45.4454-1 Liability for tax.

The tax imposed under section 4451 is
payable by the person who makes, sells,
removes, consigns, or ships any playing
cards, or for whose use or benefit such
playing cards are made, removed, con-
signed, or shipped. In the case of play-
ing cards of foreign manufacture the tax
imposed by section 4451 is payable by the
importer or consignee of such playing
cards.

§ 45.4455 Statutory provisions; registra-
tion.

Sec. 4455. Registration. Every manufac-
turer of playing cards shall register with the
officlal In charge of the collection district
his name or style, place of residence, trade,

or business, and the place where such busi-
ness is to be carried on.

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

§ 45.4455-1 Manufacturers 1o regisier.

(a) In general. Every manufacturer
of playing cards, as defined in section
4452, shall register with the district direc-
tor for the district in which his factory
is located his name or style, place of
residence, trade or business, the location
of his factory, and the place where such
business is carried on. Application for
registry should be made on Form 277.
The application for registry shall be pre-
pared in accordance with the form, in-
structions, and regulations applicable
thereto. Upon approval of the applica-
tion, the district director will furnish
the applicant a certificate of registry
on Form 382 which shall be conspicu-
ously posted in his place of business.
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(b) Prior registrations or applications.
In any case in which a manufacturer of
playing cards has made application for
registry under corresponding provisions
of prior regulations, or holds a Certifi-
cate of Registry in effect under such
prior regulations, such manufacturer is
not required to make application for reg-
istry under this section, unless the dis-
trict director furnishes him with written
notification that such application is
required. In such event, the application
for registry shall be made at the time, in
the form, and in the manner prescribed
in such written notification.

§ 45.4456 Statutory provisions; stamps.

Sec. 4456, Stamps—(a) Sale. The Secre-
tary shall cause the stamps on playing cards
to be sold only to those manufacturers as
have registered as required by law, and to
importers of playing cards, who are required
to affix the stamps to imported playing cards.

(b) Accounts. The Secretary shall cause
to be kept accounts of the number and de-
nominate values of the stamps sold to each
manufacturer and importer.

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

§ 45.4456-1

Stamps have been prepared pursuant
to law for payment of the tax on play-
ing cards, and have been furnished to
district directors for sale only to such
manufacturers as have registered as re-
quired by law and to importers of playing
cards.

§ 45.4456-2 Purchase of stamps.

(a) Domestic manufacturer. Manu-
facturers must use Form 218 in ordering
playing card stamps. This form is
printed by the Government only and fur-
nished to district directors for distribu-
tion. Each such order form must be
accompanied by the proper remittance
for the full amount of the order. Unless
otherwise directed, stamps will be sent by
ordinary mail at the risk of the pur-
chaser. If ordered to be sent by certified
or registered mail, the order must be
accompanied by the requisite additional
amount to pay the fee for such service.
Stamps will also be forwarded by express
at the expense of the taxpayer.

(b) Owmner or consignee of imported
playing cards. The owner or consignee
of imported playing cards shall pur-
chase stamps for use in the payment of
the tax on such cards from the district
director for the district in which is lo-
cated the office of the collector of cus-
toms where the customs entry is filed.
Except as provided in paragraph (b) of
§ 45.4456-3 (relating to the purchase of
stamps for affixing to packages in foreign
countries), Form 923, certified by the
customs officer having custody of such
cards, shall be used in ordering such
stamps. A copy of each such order form
which has been marked paid by the dis-
trict director shall be retained by the
owner or consignee for three years fol-
lowing the close of the year in which the
stamps were purchased, and made avail-
able for inspection by any revenue offi-
cer upon his request. See paragraph
(a) of this section for details other than
the form to be used in making the order.

Stamps for payment of tax.
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§ 45.4456-3 Affixing stamps.

(a) Domestic manufacturer. (1)
Each pack of playing cards, except as
otherwise provided in this section, shall,
prior to sale, or before removal from the
place where manufactured, packed, reas-
sembled, or repacked, have securely af-
fixed thereto proper internal-revenue
stamp or stamps of such denomination
as will cover fully the tax thereon. Such
stamp or stamps shall be affixed in such
manner as to seal the pack and to neces-
sitate the stamp or stamps being torn
in two pieces when the pack is opened.

(2) Where playing cards are packed
in leather, plush, plastic, ornamental, or
metal cases, the stamps denofing pay-
ment of the tax thereon may be affixed
to inside wrappers instead of to the cases
proper, provided one of the following
methods of packing and stamping is
used:

(1) Paper bands not less than one-half
inch wide must be extended around the
entire pack of cards, both tle long and
short way, and securely fastened to-
gether with paste or mucilage at the in-
tersection on the back of the pack so
that the pack cannot be separated with-
out breaking the bands. The internal-
revenue stamp must be affixed to the
pack in such manner that it will adhere
partly to one of the bands and partly to
the back of the top card so that removal
of the bands will necessitate tearing the
stamp in two. If desired, an extra blank
card may be placed on top of the pack
for the purpose of attaching a part of the
stamp thereto.

(ii) The package of cards must be
completely wrapped with paper, cello-
phane, or other acceptable wrapper, se-
curely sealed with paste or mucilage, and
the internal-revenue stamp affixed
across the place where the wrapper is
sealed in such manner as to necessitate
tearing the stamp in two when the cards
are removed from the wrapper.

(3) Where packages of playing cards
are sent out from the factory duly
stamped and are thereafter opened and
the stamp broken, the cards cannot be
returned to the package and sold under
a broken stamp. In such case a new
stamp must be affixed to each package
and duly canceled. If cards are reas-
sembled from packs on which tax has
been paid, each deck must show the
requisite stamp.

(b) Imported playing = cards—(1)
Stamps affized in foreign countries.
Stamps for use in payment of the tax on
imported playing cards may be affixed
to such cards in the foreign country in
which manufactured, provided the laws
of such foreign country grant a like
privilege in respect of playing cards
manufactured in the United States and
exported to such country. An importer
desiring to have the stamps for use in
payment of the tax on imported playing
cards affixed to these cards in such
foreign country shall file with any dis-
trict director an order for the necessary
stamps. No particular form for such
order is prescribed, but the order shall
show (i) the name and address of the
person by whom such playing cards are
to be imported, (ii) the name of the
foreign country, ii) the quantity of

playing cards to be imported, and (y)
the number and value of the stamps, ang
the total value of all of the stamps A
copy of such order which has been
marked paid by the district director shaj
be retained by the owner or consignes
for three years following the close of
the year in which the stamps were pyr-
chased, and made available for inspec-
tion by any revenue officer upon his
request. The details with respect to the
purchase of stamps set forth in parg-
graph (a) of § 45.4456-2, other than the
form to be used, are applicable to the
orders described in this paragraph. The
method of affixing stamps prescribed in
paragraph (a) of this section is hereby
made applicable to stamps affixed in
foreign countries.

(2) Stamps not affized before im-
portation. In the case of imported play-
ing cards to which internal-revenue
stamps have not been affixed before im-
portation, such stamp shall be affixed by
the owner or consignee while the playing
cards are in the hands of the proper cus-
toms officer, and such cards shall not

+ pass out of the custody of such officer

until the requisite stamps are affixed and
canceled. The method of affixing stamps
to domestic playing cards prescribed in
paragraph (a) of this section is hereby
made applicable to stamps affixed in
accordance with the provisions of this
subparagraph.

§ 45.4456—4 Abandoned or
playing cards.

All playing cards which have been
abandoned, forfeited, or seized under
warrant of distraint, and which are sold
by order of court or of any Government
officer for the benefit of the United
States, or by a sheriff, constable, or other
municipal officer under any writ, execu-
tion, or process or order of any court,
shall, before delivery by such officer, be
properly packed and have the requisite
stamps affixed and canceled. With ref-
erence to the procurement and cancella-
tion of stamps in cases of sales referr
to in this section, instructions vqm be
given as to the procedure according 0
the facts in the individual case.

§ 45.4456—-5 Cancellation of stamps.

(a) Domestic manujacturer. Each
stamp affixed to & package of playiné
cards must be canceled by writing 0{
printing in ink across the face of the
stamp the initials of the manufacturer.

(b) Imported playing cards. &
stamp affixed to imported playiug car
must be canceled by writing or Pr .
in ink across the face of the stamp 10€
initials of the owner or consignee 8
the date on which the stamp was affixed.

§ 45.4456—6 Redemption of stamps.

Playing card stamps, properly affixed
to packs when removed from the placew
manufacture, may not be redeemed o!:h :
the cards have been removed from
premises of the manufacturer.

§ 45.4457 Statutory provisions:
references,

Sec. 4457. Cross references.
and other administrative pro
cable to this subchapter, see 5
|Sec. 4457 as originally enacted an
July 1, 1960]

forfeited

Cross

For pel:llms
visions 8ppl
ubtitle F.

d in effect
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§45.4457-1 Cross references.

(a) For penalties for offenses relating
10 stamps, see § 45.7208.

(b) For penalty for unauthorized use
or sale of stamps, see § 45.7209.

(c) For penalties for other offenses
relating to stamps, see § 45.7271.

(d) For penalty for failure to register
as required by section 4455, see § 45.7272.

(e) For other administrative provi-
sions relating to the tax imposed on
playing cards, see Subpart L.

(f) For regulations relating to exemp-
tion from tax in case of sale for use by
the United States, see §§ 45.7510-1 to
45.,7510-3, inclusive.

Subpart C—Occupational Tax on Coin-Operated
Devices

§454461 Statutory provisions; imposi-
tion of tax.

Sge, 4461, Imposition of taz—(a) In gen-
eral. There shall be Imposed a special tax to
be paid by every person who maintaing for
use or permits the use of, on any place or
premises occupied by him, a coin-operated
smusement or gaming device at the follow-
ing rates:

(1) 810 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) 810 or $250 a year, as the case may be,
for each additional device so maintained or
the use of which is so permitted. 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 of a device
which is defined in paragraph (2) of section
4462 (a) and which is commonly known as a
tlaw, crane, or digger machine, the tax im-
posed by subsection (a) shall be at the rate
0f 810 & year (in lieu of $250 a year) if—

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

(2) Buch device never dispenses a prize
other than merchandise of a maximum retail
value of 81, and with respect to such device
there is never a display or offer of any prize
O merchandise other than merchandise dis-
Pensed by such machine,

(8) Such device is actuated by a crank and
Operates solely by means of a nonelectrical
me&hnnlsm, and

) Such device is not operated other than
In connection with and as par T
O county or State fairs. B e

5%01 4461 a5 amended and_in effect July 1,

§45.4461-1 Imposition of tax.

(@) In general. Section 4461 imposes
: lil)ecial ta:f to be paid by every person
¥ 0 maintains for use oy permits the use

+ 00 any place or premises occupied by
ing .dn c;)ln~ope1~gted amusement or gam-
A &2 Ce described in section 4462 and
bt 2-1, Any agency or instrumen-

¥ of the United States such as an
liablg tfroxcha.nge, Navy exchange, etc., is
b such spec}al tax unless granted
o %t,e & specific exemption there-
Daruéra i(]cept as otherwise provided in
s %) ‘b) of this section, liability
opemtl;gred In respect of each coin-
iy amusement or gaming device
ained for yse, o permitted to be
&mﬁigu? Bgerson on his premises during
Hablllty year Or portion thereof. Tax
applies with respect to a device

e on the taxpayer’s premises even
of anotxl)lrevlously used on the premises
€' person, and even though
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special tax for the same year or period
or part thereof was paid by such other
person with respect thereto.

(b) Replacements. If a taxpayer re-
places a device with respect to which he
has paid special tax with a like device, no
additional tax is payable. For example,
a cigar store proprietor who maintains
on the premises two coin-operated
amusement devices with respect to
which he has paid special tax has these
two machines removed and replaces them
with two coin-operated amusement de-
vices of a more modern design. In this
case no additional special tax is payable.
However, if the replacing article is
placed in operation before operation of
the replaced article is discontinued, ad-
ditional tax liability is incurred. If coin-
operated amusement devices are re-
placed by coin-operated gaming devices,
or gaming devices are replaced by
amusement devices, liability to special
tax at the rate applicable to the replac-
ing machines or devices is incurred, and
no credit is allowable for the special tax
paid with respect to the replaced ma-
chines or devices.

§ 45.4461-2 Rates of tax.

(a) In general. Except as otherwise
provided in paragraph (b) of this sec-
tion, the special taxes under section 4461
are imposed at the following rates:

(1) With respect to each “coin-oper-
ated amusement or gaming device” de-
fined in section 4462(a) (1) —$10 per year
per device.

(2) With respect to each “coin-oper-
ated amusement or gaming device” de-
fined in section 4462(a) (2)—$250 per
year per device.

(b) Reduced rate. In the case of a
device which is defined in paragraph
(2) of section 4462(a) and which is
commonly known as a claw, crane, or
digger machine, the rate of tax shall
be $10 per year per device (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 maximum
retail value of $1, and with respect to
such device there is never a display or
offer of any prize or merchandise other
than merchandise dispensed by such
machine,

(3) Such device is actuated by a crank
and operates solely by means of a non-
electrical mechanism, and

(4) Such device is not operated other
than in connection with and as part of
carnivals or county or State fairs.

§ 45.4462 Statutory provisiohs; defini-
tion of coin-operated amusement or
gaming device.

Sec. 4462, Definition of coin-operated
amusement or gaming device—(a) In gen-
eral. For purposes of this subchapter, the
term ‘“coin-operated amusement or gaming
device” means—

(1) Any machine which is—

(A) A music machine operated by means
of the insertion of a coin, token, or similar
object,

(B) A vending machine operated by means
of the insertion of a one cent coin, which,
when it dispenses a prize never dispenses a
prize of -a retail value of, or entitles a per-
son to receive a prize of a retail value of,
more than 5 cents, and if the only prize dis-
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pensed is merchandise and not cash or
tokens,

(0) An amusement machine operated by
means of the insertion of a coin, token, or
similar object, but not including any device
defined in paragraph (2) of this subsection,
or

(D) A machine which is similar to ma-
chines described in subparagraph (A), (B),
or (C), and is operated without the insertion
of a coin, token, or similar object; and

(2) Any machine which is—

(A) A so-called “slot” machine which op-
erates by means of the insertion of a coin,
token, or similar object and which, by ap-
plication of the element of chance, may
deliver, or entitle the person playing or op-
‘erating the machine, to receive, cash,
premiums, merchandise, or tokens, or

(B) A machine which is simllar to ma-
chines described in subparagraph (A) and Is
operated without the Insertion of a coin,
token, or similar object. .

(b) Ezclusion. The term “coin-operated
amusement or gaming device" does not In-
clude bona fide vending machines in which
are not incorporated gaming or amusement
features.

|Sec. 4462 as amended and In effect July 1,
1860]

§ 45.4462—-1 Definition of coin-operated
amusement or gaming devices.

(a) Devices within scope of section
4462(a) (1)—(1) In general. Section
4462(a) (1) includes within its scope any
machine which is—

(i) A music machine operated by
means of the insertion of a coin, token,
or similar object,

(ii) A vending machine operated by
means of the insertion of a one cent
coin, which, when it dispenses a prize,
never dispenses a prize of a retail value
of, or entitles a person to receive a prize
of a retail value of, more than 5 cents,
and if the only prize dispensed is mer-
chandise and not cash or tokens,

(iii) An amusement machine operated
by means of the insertion of a coin, token,
or similar object, but not including any
device defined in paragraph (b) of this
section, or

(iv) A machine which is similar to
machines described in subdivisions (i),
(ii), and (iii) of this subparagraph, and
is operated without the insertion of a
coin, token, or similar object.

(2) Ezamples of machines or devices
within scope of section 4462(a) (1), The
following devices and machines illustrate
the type of machines or devices within
the scope of section 4462(a) (1) :

(1) Coin-operated athletic-type ma-
chines such as punching bags, hitting
machines, lifters, shockers and grip
machines.

(i) A mechanical horse or other simi-
lar device which is activated by the in-
sertion of a coin.

(iii) Coin-operated still or moving pic-
ture machines.

(iv) A coin-operated device which re-
sembles a billiard or pool table but which
has posts or holes in its playing surfaces
precluding its use as a billiard or pool
table.

(v) A coin-operated vending machine,
which, in addition to delivering chewing
gum balls, has incorporated therein an
amusement feature, such as a pistol and
a target.

(b) Devices within scope of section
4462(a) (2)—(1) In general. Section
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4462(a) (2) includes within its scope any
machine which is—

(1) A so-called “slot” machine which
operates by means of the insertion of a
coin, token, or similar object and which,
by application of the element of chance,
may deliver, or entitle the person play-
ing or operating the machine to receive
cash, premiums, merchandise, or tokens,
or

(i) A machine which is similar to
machines described in subdivision (1)
of this subparagraph and is operated
without the insertion of a coin, token, or
similar object.

(2) Examples of machines or devices
within scope of section 4462(a) (2), The
following devices and machines illustrate
the type of machines or devices within
the scope of section 4462(a) (2) :

(i) A machine which is operated by
means of the insertion of a coin, token,
or similar object and which, even though
it does not dispense cash or tokens, has
the features and characteristics of a
gaming device whether or not evidence
exists as to actual payoffs.

(ii) A so-called crane machine, claw,
digger or rotary merchandising type
device which is operated by the inser-
tion of a coin and adjustment of a con-
trol lever for the purpose of removing
from the machine, by gripping, pushing
or other manipulation articles such as
figurines, lighters, etc., in the machine.

(iii) A pinball machine equipped with
a push button for releasing free play and
a meter for recording the plays so re-
leased, or equipped with provisions for
multiple coin insertion for increasing the
odds.

(iv) Pinball machines in connection
with which free plays are redeemed in
ocash, tokens, or merchandise, or prizes
are offered to any person for the attain-
ment of designated scores.

(v) A coin-operated machine that de-
livers a ticket that entitles the player to
a prize if the poker hand symbolized on
the ticket constitutes a winning hand.

(¢) Ezclusion. (1) Section 4462(b)
specifically excludes from the term
“coin-operated amusement or gaming
device” a bona fide vending machine in
which are not incorporated gaming or
amusement features.

(2) Ezamples. The provisions of sub-
paragraph (1) of this paragraph may be
illustrated by the following examples:

(i) A vending machine, operated by
the insertion of a one cenft coin, which
occasionally dispenses along with gum
sold by means of the machine, toy
charms of negligible value.

(ii) A recording machine which, upon
insertion of a coin, records a person's
voice, plays the record back, and then
delivers the record to the purchaser.

§ 45.4463 Statutory provisions; admin-
istrative provisions; trade or business.

Sgc. 4463. Administrative provisions—(a)
Trade or business. An operator of a place
or premises who maintains for use or permits
the use of any coin-operated device shall be
considered, for purposes of chapter 40, to
be engaged in a trade or business in respect
of each such device.

(b) Cross reference. For penalties and
other administrative provisions applicable to
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this subchapter, see chapter 40 and subtitle
P,

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

§ 45.4463—-1 Cross references,

(a) For provisions relating to regis-
tration in case of a trade or business on
which a special tax is imposed, see
§§ 45.7011 and 45.7011-1.

(b) For requirements relating to post-
ing occupational tax stamps, see
§§ 45.6806 and 45.6806-1.

(¢) For provisions relating to penal-
ties and other administrative provisions
applicable in respect of the special tax
imposed with respect to coin-operated
amusement and gaming devices, see Sub-
part K and the applicable provisions of
Subpart L of this part.

Subpart D—Occupational Tax on
Bowling Alleys, Billiard and Pool
Tables

§ 45.4471 Statutory provisions; imposi-
tion of tax.

Sec. 4471, Imposition of taz. There shall
be imposed a speclal tax to be paid by every
person who operates & bowling alley, billiard
room, or pool room at the 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]

§ 45.4471-1

(a) Imposition of tax. Section 4471
imposes a special tax to be paid by every
person who operates a bowling alley, bil-
liard room, or pool room, If a taxpayer
replaces an alley bed, billiard table, or
pool table with respect to which he has
paid special tax with another article of
the same or different kind subject to this
tax, for example, replaces an alley bed
either with another alley bed or a billiard
or pool table, no additional tax is pay-
able. However, if the replacing article is
placed in operation before operation of
the replaced article is discontinued addi-
tiongl tax liability is incurred.

(b) Rate of tax. The rate of special
tax imposed by section 4471 is $20 per
year for each bowling alley, billiard table,
or pool table. Liability is incurred in
respect of each alley bed, billiard table,
or pool table maintained for use on the
operator’'s premises during a particular
year or portion thereof.

§ 45.4472 Statutory provisions; defini-
tion.

Sec. 4472, Definition. For the purpose of
section 4471 every building or place where
bowls are thrown or where games of billiards
or pool are played, except in private homes,
shall be regarded as a bowling alley, billiard
room, or pool room, respectively.

[Sec. 4472 as originally enacted and in effect
July 1, 1860]

§ 45.4472-1 Definition of bowling alley,
billiard room, and pool room.

For the purpose of section 4471 every
building or place where bowls are thrown
or where games of billiards or pool are
played, except a private home, shall be
regarded as & bowling alley, billiard
room, or pool room, respectively.

Imposition and rate of tax.

§45.4473 Statutory provisions; exem
tions. o

Sec. 4473. Ezemptions. The tax
by section 4471 shall not apply v.-nhu?em
to—

(1) Hospitals. Any billiard table op pool
table In a hospital if no charge is made fo
the use of such table; or

(2) Armed Forces. Any bowlin,
billiard table, or pool mmg mnlntalie:l 12.'
clusively for the use of members of the
Armed Forces on any property owned, re.
served, or used by, or otherwise acquired
for the use of, the United States if no charge
is made for their use; or

(3) Certain organizations. Any bowling
alley, billiard table, or pool table operated—

(A) By, and located on the premises of
an organization not organized for profit and'
no part of the net earnings of which fnures
to the benefit of any private shareholder or
individual, or

(B) By any agency or instrumentality of
the United States,

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

[Sec. 4473 as amended and in effect July 1,
1960]

§ 45.4473-1 Exemptions.

(a) Hospitals. The special tax im-
posed under section 4471 shall not apply
in the case of a billiard or pool table
operated in a hospital if no charge is
made for the use of such table. The
term “hospital”, as used in this section,
does not include a home for the aged
even though the home has facilities to
care for residents who become ill.

(b) Armed Forces. The special fax
imposed under section 4471 shall nof
apply with respect to any bowling alley,
billiard table, or pool table maintained
exclusively for the use of members of
the Armed Forces on any property owned,
reserved, or used by, or otherwise ac-
quired for the use of, the United States
if no charge is made for their use. The
term “Armed Forces” includes all regu-
lar and reserve components of the unl-
formed services which are subject to the
jurisdiction of the Secretary of Defens,
the Secretary of the Army, the Secretary
of the Navy, or the Secretary of the
Air Force. The term also includes the
Coast Guard.

(¢) Certain organizations. The spe-
cial tax imposed under section 4471 shall
not apply with respect to any bowiing
alley, billiard table, or pool table—

(1) Operated by, and located on the
premises of, an organization not organ-
ized for profit and no part of the net
earnings of which inures to the benefit
of any private shareholder or individual
provided no charge is made for the use
of such alley or table.

(2) Operated by any agency or instrt:
mentality of the United States provid
no charge is made for the usé of su
alley or table.

(g) Charge for use. The exempﬂ%f;
provided by section 4473 in rwpec‘fm
the tax imposed by section 4471 ;
not apply if any charge is made tox;a
use of the bowling alley, bﬂu“rdr e
or pool table, even though the othe otion
ditions are met. Thus, an exegldmon
does not exist where, 8s & CP T
precedent to using an alley o
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charge is collected from the player or

rs as, for example, where an amount
is collected from a player using a bowling
alley for payment, directly or indirectly,
{o & pin-setter.

§45.4474 Statutory provisions; cross
references.

Sro. 4474, Cross references. For penalties
und administrative provisions applicable to
this subchapter, see chapter 40 and subtitle
F.
|Gec. 4474 as originally enacted and in effect
July 1,1960]

§454474-1 Cross references.

{a) For provisions relating to regis-
tration in case of & trade or business on
which a special tax is imposed, see
$§45,7011 and 45.7011-1.

(b) For requirements relating to post-
ing occupational tax stamps, see
§5 45,6806 and 45.6806 (a)-1.

(¢) For provisions relating to penalties
and other administrative provisions ap-
plicable in respect of the special tax im-
posed with respect to bowling alleys, bil-
liard and pool tables, see Subpart K and
the applicable provisions of Subpart L of
this part,

Subpart E—Oleomargarine

§454591 Starutory provisions; imposi-
tion of tax,

8z, 4601, Imposition of taz—(a) Rate.
There is hereby imposed on all oleomargarine
imported from foreign countries, in addition
t0 any Import duty imposed on the same, an
internal revenue tax of 15 cents per pound,
such tax to be represented by coupon stamps.
The Secretary or his delegate is authorized
todecide what substances, extracts, mixtures,
0t compounds which may be submitted for
his Inspection In contested cases are to be
taxed under this subchapter; and his deci-
tion In matters of taxation under this sub-
chapter shall be final,

(b) Afizing of stamps, The stamps shall
be afixed and canceled by the owner or Im-
parter of the oleomargarine while it is in
the custody of the proper custom house
Officers; and the oleomargarine shall not pass
out of the custody of said officers until the
$umps have been so affixed and canceled,
but shall be put up in wooden packages,
:‘Ch ‘ontaining not less than 10 pounds, be~
Ore the stamps are affixed. Whenever 1t is
hecessary to take any oleomargarine so im-
l:::ed %o any place other than the public
p ‘; of the United States for the purpose
i Xing and canceling such stamps, the
u we:ltor of customs of the port where such
P Argine is entered shall designate a

ed warehouse to which it shall be taken,

‘r:snd“ the control of such customs officer
Such collector may direct.

[8ec. 4501 as origy g
July1, 190 ginally enacted and in effect

§45.4591- Imposition, rate and pay-
ment of and liability for tax.

8 Imposition qnd rate of tax ;
'lul:;;o l_4t591 imposes, in additllon to Sae:y
o ;iluty, & tax of 15 cents per pound
Biten sgomargarlne imported into the
o ates from any foreign country.
s ayment angd liability for “tax.
vk lljmposec_i under section 4591 shall
importedy the importer or owner of the
el oleomargarine by the affixing
‘l:)}.? to the backages and the can-
i) ereof while the oleomargarine
€ custody of the Bureau of Cus-

Each stamp affixed to a package
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must be cancelled by writing or printing
in ink across the face of the stamp the
initials of the owner or consignee and the
date on which the stamp was affixed.

§ 45.4592(a) Statutory provisions; defi-
nitions.

Sec. 4592, Definitions—(a) Oleomargarine.
For the purposes of section 4581, certaln
manufactured substances, certain extracts,
and certain mixtures and compounds, in-
cluding such mixtures and compounds with
butter, shall be known and designated &s
“oleomargarine”, namely: All substances
known prior to August 2, 1886, as oleomar-
garine, oleo, oleomargarine oll, butterine,
lardine, suine, and neutral; all mixtures and
compounds of oleomargarine, oleo, oleomar-
garine oll, butterine, lardine, suine, and
neutral; all lard extracts and tallow extracts;
and all mixtures and compounds of tallow,
beef fat, suet, lard, lard oil, fish oil or fish
fat, vegetable oil, annatto, and other coloring
matter, intestinal fat, and offal fat;—if (1)
made In imitation or semblance of butter,
or (2) calculated or intended to be sold as
butter or for butter, or (3) churned, emulsi-
fied, or mixed in cream, milk, water, of [or]
other liquid, and containing moisture In
excess of 1 per centum or common salt,

[Sec. 4502(a) as originally enacted and in
effect July 1, 1960]

§ 45.4592(a)-1 Definition of the term

“oleomargarine”.

For the purposes of the regulations in
this part, certain manufactured sub-
stances, certain extracts, and certain
mixtures and compounds, including such
mixtures and compounds with butter
shall be known and designated as “oleo-
margarine”, namely,

(a) All substances known prior to
August 2, 1886, as oleomargarine, oleo,
oleomargarine oil, butterine, lardine,
suine, and neutral;

(b) All mixtures and compounds of
oleomargarine, oleo, oleomargarine oil,
butterine, lardine, suine, and neutral;

(e) All lard extracts and tallow ex-
tracts; and

(d) All mixtures and compounds of
tallow, beef fat, suet, lard, lard oil, fish
oil or fish fat, vegetable oil, annatto, and
other coloring matter, intestinal fat,
and offal fat; if

(1) Made in imitation or semblance of
butter, or

(2) Calculated or intended to be sold
as butter or for butter, or

(3) Churned, emulsified, or mixed in
cream, milk, water, or other liquid, and
containing moisture in excess of 1 per
centum or common salt,

§ 45.4593(a) Statutory provisions: ex-
emplions,

Sec. 4593. Ezemplion—(a) Shkortening or
condiments. Section 4591 shall not apply to
puff-pastry shortening not churned or emul-
sified In milk or cream, and having a melting
point of 118 degrees Fahrenheit or more, nor
to any of the following containing condi-
ments and spices: salad dressings, mayon-
naise dressings, or mayonnaise products, nor
to liquid emulsion, pharmaceutical prepara-
tlons, oil meals, liquid preservatives, {llumi-
nating ofls, cleansing compeunds, or flavor-
ing compounds.

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

§ 45.4593(a)-1 Exemptions.

(a) Shortening or condiments. Sec-
tion 4591 shall not apply to puff-pastry
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shortening not churned or emulsified in
milk or cream, and having a melting
point of 118 degrees Fahrenheit or more,
nor to any of the following containing
condiments and spices: salad dressing,
mayonnaise dressing, or mayonnaise
products, nor to liguid emulsion, phar-
maceutical preparations, oil meals, liquid
preservatives, illuminating oils, cleans-
ing compounds, or flavoring compounds.

Subpart F—White Phosphorus
Matches

§ 45.4801 Statatory provisions; imposi-
tion of tax.

Sec. 4801, Imposition of taz—(a) Rate.
There shall be imposed upon white phos-
phorus matches manufactured, sold, or re-
moved & tax at the rate of 2 cents per one
hundred matches,

(b) By whom paid. The tax imposed by
subsection (a) shall be paid by the manu-
facturer.

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

§ 45.4801-1 Imposition and rate of 1ax.

Section 4801 imposes a tax upon white
phosphorus matches manufactured, sold,
or removed at the rate of 2 cents per 100
matches. The tax is payable by the
manufacturer of the white phosphorus
matches. For a definition of the term
“white phosphorus”, see section 4802 and
§ 45.4802-1.

§ 45.4802 Siatutory provisions; defini-
tion of white phosphorus.

SEc. 4802. Definition of white phosphorus.,
For the purpose of this subchapter, the
words “white phosphorus” shall be under-
stood to mean the common poisonous white
or yellow phosphorus used in the manufac-
ture of matches and not to include the non-
poisonous forms or the nonpoisonous com-
pounds of white or yellow phosphorus.

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

§ 45.4802-1 Definition of white phos-

phorus.

For the purpose of the regulations in
this part, the term “white phosphorus”
shall be understood to mean the common
poisonous white or yellow phosphorous
used in the manufacture of matches,
The term does not include the non-
poisonous forms or the nonpoisonous
compounds of white or yellow phos-
prhorus.

§ 45.4803 Statutory provisions; stamps.

Sec. 4803. Stamps—(a) Method of pay-
ment—(1) Siamps. The tax imposed by
section 4801 shall be represented by adhe-
slve stamps.

(2) Assessment. For assessment In case
of omitted taxes, see subtitle PF.

(b) Sale. The Secretary or his delegate.
shall require that stamps be sold only to
duly qualified manufacturers.

(¢) Accounts. The Secretary or his dele-
gate shall cause to be kept accounts of the
number and denominate values of the
stamps sold to each manufacturer.

(d) Other stamp provisions. All the pro-
visions and penalties of law governing the
engraving, issuing, sale, affixing, cancellation,
accountability, effacement, destruction, and
forgery of stamps provided for internal reve-
nues shall apply to stamps provided for by
this subchapter.

[Sec. 4803 as originally enacted and in effect
July 1, 1960]




428

§ 45.4803-1 Sale of stamps to qualified

manufacturer.

Documentary stamps will be used in
the payment of the tax imposed by sec-
tion 4801. Such stamps are obtainable
from any district director upon requisi-
tion and payment therefor by a manu-
facturer who has incurred liability for
the tax imposed by section 4801 and who
has registered and filed a satisfactory
bond in accordance with the regulations
in this part.

§ 45.4804 Statutory provisions; require-
ments on manufacturers.

Sec. 4804. Requirements on manufac-
turers—(a) Packing—(1) Number in pack-
ages. All white phosphorus matches shall
be packed by the manufacturer thereof In
packages containing 100, 200, 500, 1,000, or
1,500 matches each, which shall then be
packed by the manufacturer in packages
containing not less than 14,400 matches.

(2) Stamping. The manufacturer shall
affix to every package containing 100, 200,
500, 1,000, or 1,500 matches an adhesive
stamp of the required value and shall place
thereon the initials of his name and the date
on which such stamp is affixed, so that the
same may not again be used.

(8) Factory number. Every manufacturer
of matches shall mark, brand, affix, stamp,
or print, in such manner as the Secretary
or his delegate shall prescribe, on every
package of white phosphorus matches manu-
factured, sold, or removed by, him, the fac-
tory number required under subsection (b).

(4) Label. Every manufacturer of white
phosphorus matches shall securely afiix by
pasting on each original package containing
stamped packages of white phosphorus
matches manufactured by him a label, on
which shall be printed, besides the number
of the manufactory and the district in which
it is situated, these words: "Notice—The
manufacturer of the white phosphorus
matches herein contained has complied with
all the requirements of law, Every person
is cautioned not to use again the stamps on
the packages herein contained under the
penalty provided by law in such cases.”

(b) Factory mnumber and signs. Every
manufacturer of white phosphorus matches
shall put up such signs and affix such num-
ber to his factory as the Secretary or his
delegate may by regulation require,

(c) Bonds. Every manufacturer of white
phosphorus matches shall file with the offi-
clal in charge of the internal revenue dis-
trict in which his manufactory is located
such bonds as the Secretary or his delegate
may by regulation require. The bond re-
quired of such manufacturer shall be in
the penal sum of not less than $1,000; and
the sum of said bond may be increased from
time to time and additional sureties required
at the discretion of the Secretary or his
delegate.

(d) Regisiration. Every manufacturer of
white phosphorus matches shall register with
the official in charge of the internal revenue
district his name or style, place of manufac-
tory, and the place where such business is to
be carried on.

[Sec. 4804 as originally enacted and in effect

July 1, 1960]

§ 45.4804-1 Packing and stamping of
white phosphorus matches.

Section 4804 (a) requires that all white
phosphorus matches shall be packed in
packages of 100, 200, 500, 1,000, and
1,500 matches each, and these shall then
be packed in packages containing not
less than 14,400 matches. The stamp or
stamps required to be used in payment of
the tax must be securely affixed by the

.
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manufacturer so as to seal the packages
of 100, 200, 500, 1,000, and 1,500 matches
and the initials of the manufacturer and
the date when such stamp or stamps are
affixed placed thereon either by stencil
or perforation. The stenciling or per-
forating of stamps may be done before
affixing to the packages where machines
are employed for this purpose and where
the stenciling or perforating of stamps
after affixing would injure the packages.
Packages for packing 100, 200, 500, 1,000,
and 1,500 matches may be of any durable
material which will permit the affixing
and adhesion of the stamps.

§ 45.4804-2 Factory number.

Upon receipt of the notice of intention
to manufacture white phosphorus
matches, as provided by § 45.4804-8, the
district director will assign to the manu-
facturer a factory number, which applies
to the factory, and shall not thereafter
be changed. In case there is more than
one manufacturer, or a single manufac-
turer having more than one factory in
the same district, a separate and con-
secutive number shall be given each
factory.

§ 45.4804-3 Manufacturer’s sign.

The manufacturer shall, after assign-
ment of a factory number, place over the
principal entrance to the building in
which the business is carried on a sign
with letters not less than 4 inches in
length and of sufficient width, gilded or
painted in oil in colors so as to be easily
discernible, giving the name and business
and number of factory in the following

form:
John Doe,

Manufacturer of White Phosphorus Matches,
Factory No. 1

§ 45.4804-4 Separate factories for tax-
able and nontaxable matches,

If the manufacturer is also engaged in
the production of matches not taxable
under section 4801, the factory premises
where the taxable and nontaxable
matches are produced shall be entirely
separate, or if in the same . building,
separated by solid walls or partitions,
which shall extend from floor to ceiling.
The manufacture of taxable and nontax-
able matches on the same premises and
with the same machinery is not per-
missible.

§ 45.4804-5 Factory number required
on each package.

The factory number required under
section 4804 must be printed, branded, or
lithographed on every package of white
phosphorus matches removed by the
manufacturer.

§ 45.4804-6 Caution label.

In addition to the factory number re-
quired on the stamped packages of white
phosphorus matches a caution label, as
required by section 4804(a) (4), must be
affixed to the original package contain-
ing these stamped packages. This label
should be printed in black ink on white
paper, or, if other colors are used, the
printing should be in strongest contrast
to the background, so as to be distinct
and legible.

§ 45.4804-7 Manufacturer’s bond,

Every manufacturer of white phos.
phorus matches shall file such honds gg
the district director may require before
commencement of business. The pena|
sum of such bond shall be not less thay
$1,000; and the sum of said bonds may
be increased from time to time at the
discretion of the district director, This
bond is a continuing one until replageg
by a new instrument. Where there is g
discontinuance of operation for a period
a new hond will be required upon re.
sumption of business. For other pro-
visions relating to bonds, see §§ 301.7101
and 301.7101-1 of this chapter (Regula-
tions on Procedure and Administration),

§ 45.4804-8 Registry by manufacturer,

Every person proposing to manufac-
ture white phosphorus matches shall,
before commencing such manufacture,
register by giving written notice of in-
tention to manufacture white phos-
phorus mafches to the district director
for the district in which is located the
factory, and on July 1 of each year the
manufacturer shall give written notice
of intent to continue the manufacture of
white phosphorus matches. Such man-
ufacturer will also be required to file
bond and to comply with all other pro-
visions of the regulations in this part.

§ 45.4804-9 Inventory to be made at
commencement of business, on July
1 of each year, and at the time of
closing.

After registration, filing of notices and
bonds, every manufacturer of white
phosphorus matches, before commencing
business, shall file with the district di-
rector for the district in which his fac-
tory is located an inventory in letter
form appropriately marked “Opening in-
ventory”, stating the quantity of each
of the different kinds of materials used
in the manufacture of white phosphorus
matches, the number of packages and
quantity of white phosphorus matches,
stamped and unstamped, and the value
of attached and unattached stamps held
or owned in respect of such factory by
such manufacturer, on the date of the
inventory. An inventory shall there-
after be filed as of the first day of July
during continuance of operations, and
a similar inventory must be filed upol
discontinuance or suspension of the
business for a limited period, Whicl
should be marked “closing inventory.
Such letter must contain a written dec-
laration that the statements made therei
in are made under the penalties 0
perjury.

§ 45.4804-10 Daily records.

(a) In general. Every manufacturer

i show-
is required to keep a daily ;ecord
inget(ile total of each material used each

day and the total number of matches

tamped
produced and the number of s
packages and original packages %mch
packed; also the total number of cthet
packages and original packages, tog
with the total number of matehes,

osed of each day.

£ (b) Names of customers. The Eaclg:f
of customers to whom matches 31; d
signed and the gquantities 50 500 o
not be entered in the manufa®
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daily record and quarterly returns, but
the manufacturer shall, upon request of
any internal revenue officer, furnish a
record of all sales for such period as
may be desired.

§45.4804-11 Quarterly return.

Each manufacturer shall render in
duplicate to the district director a re-
turn in letter form for each calendar
quarter, which shall be a summary of
the daily record required under provi-
“dons of paragraph (a) of § 45.4804-10.

§454805 Sratutory provisions; impor-
tation and exportation.

Sec. 4805. Importation and exportation—
(8) Importation. White phosphorus match-
s, manufactured wholly or in part in any
forelgn country, shall not be entitled to
entry at any of the ports of the United
States, and the importation thereof is pro-
hibited. All matches Imported into the
United States shall be accompanied by such
certificate of officlal Inspection by the gov-
emment of the country in which such
matches were manufactured as shall satisfy
the Secretary or his delegate that they are
not white phosphorus matches.

(b) Ezportation. It shall be wunlawful
to export from the United States any white
phosphorus matches.

[Sec. 4805 es originally enacted and in effect
July 1, 1060]

§45.4805-1 Importation and exporta-
tion of matches,

(&) White phosphorus matches—(1)
Importation. The importation into the
United States of white phosphorus
maftches is prohibited.

2) Ezportation. ‘The exportation
from the United States of white phos-
phorus matches is unlawful.

(b) Matches in general. For regula-
tons relating to the importation of
matches into, or the exportation of
matches out of, the United States, see
the regulations of the Bureau of Cus-
toms, 19 CFR 12.34 and 12.35.

§454806 Statutory provisions; cross
references, <
Sk, 4808, Cross references, For penalties

;"d other general and administrative provi-
u:“:‘ ;Ppllcable to this subchapter, see sub-~
il .

[Sec. 4806 as ori
ginally enact
July 1, 1960] y ed and in effect

§45.4806-1
(8) For
45,7209, 45.7
&n:ib)(5.7328.
For penalties for failure to register
n(:quli“roerd (t))tyhg 45.4804-8, see § 45.7272.
er administr; =
slons, see Subpart L, i
Subpart G—Adulterated and Process
or Renovated Butter Tax on Prod-
Ucts
§-15.4.8ll Statut
lion of 1ax,

Seo. 4811, 1
(1) Admterate

Cross references,

benalties, see §§ 45,7208,
39, 45.7267, 45.7274, 45.7303,

ory provisions: imposi-

position of tar—(a) Rate—
ph d butter., There shall be im-
thctureg I adulterateq butter, when manu-
0 o or sold or removed for consump-

use, & tax of 10 cents per pound,

nd qn
s az:?;‘gltll;;g-al part of a pound shall be

(2
lhall) b:rt;cess O renovated butter. There
Mmposed upon Process or renovated
No.12— 5
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butter, when manufactured or sold or re-
moved for consumption or use, a tax of one~
fourth of 1 cent per pound, and any
fractional part of & pound shall be taxed as
& pound.

(b) By whom paid. The tax imposed by
subsection (a) shall be paid by the man-
ufacturer,

[Sec. 4811 as originally enacted and In effect
July 1, 1860]

§ 45.4811-1 Imposition and rate of tax.

(a) Adulterated butter. Section 4811
(a) (1) imposes a tax upon adulterated
butter, when manufactured or sold or
removed for consumption or use from
the place of manufacture, at the rate
of 10 cents per pound. A fractional part
of a pound is taxed as a pound. (For
definition of adulterated butter, see
§ 45.4826-2.)

(b) Process or renovated butler.
Section 4811(a) (2) imposes a tax upon
process or renovated butter, when man-
ufactured or sold or removed for con-
sumption or use from the place of man-
ufacture, at the rate of one-fourth of 1
cent per pound. A fractional part of
a pound is taxed as a pound. (For defi-
nition of process or renovated butter,
see § 45.4826-5.)

(¢) Liability for tax. The taxes im-
posed under section 4811 shall be paid
by the manufacturer of the adulterated
butter or the process or renovated butfer,
as the case may be. For provisions re-
lating to the method of payment of the
tax and to bonding requirements, see
§§ 45.4813-1 and 45.4814-5, respectively.

§ 454812 Siatutory provisions; impor-
tation of adulterated butter.

Sec. 4812. Importation of adulterated but-
ter. There shall be Imposed upon adulter-
ated butter imported from a foreign country,
in addition to any import duty imposed on
the same, an internal revenue tax of 15 cents
per pound, such tax to be represented by
coupon stamps as in the case of adulterated
butter manufactured in the United States.
The stamps shall be affixed and canceled by
the owner or importer of the adulterated
butter while it is in the custody of the
officers or employees designated by the Sec-
retary or his delegate; and the adulterated
butter shall not pass out of the custody of
sald officers or employees until the stamps
have been so affixed and canceled, but shall
be put up in wooden packages, each contain-
ing not less than 10 pounds, as prescribed
in this subpart for adulterated butter manu-
factured in the United States, before the
stamps are affixed; and the owner or im-
porter of such adulterated butter shall be
liable to all the penal provisions of this sub-
part prescribed for manufacturers of adulter-
ated butter manufactured in the United
States. Whenever it is necessary to take any
adulterated butter so imported to any place
other than the public stores of the United
States for the purpose of affixing and can-
celing such stamps, the Secretary or his dele-
gate shall designate a bonded warehouse to
which it shall be taken, under the control
of such officer or employee as the Secretary
or his delegate may direct.

[Sec. 4812 as originally enacted and in effect
July 1, 1960]
§ 45.4812—1 TImposition and rate of tax.

(a) In general. Section 4812 imposes
a tax upon adulterated butter imported
from a foreign country at the rate of 15
cents per pound. The tax imposed by
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section 4812 is in addition to any import
duty imposed upon adulterated butter.
(b) Liability for tax. The tax imposed
under seéction 4812 upon imported adult-
erated butter is payable by the owner
or importer of the imported adulterated
butter by the affixing of coupon stamps
while the adulterated butter is in the
custody of the Bureau of Customs.

§ 45.4812-2 Requisition for, affixing
and caneeling stamps.
(a) Requisition for stamps. Stamps

for tax payment of imported adulterated
butter will be sold to the owner or im-
porter only upon requisition on Form 923
executed by an authorized customs offi-
cer. The requisition shall be presented
to the district director for the district
in which is located the customhouse
where the entry is filed.

(b) Affizing and canceling stamps.
Before release from customs custody
stamps shall be affixed and canceled by
the owner or importer in the manner
prescribed in paragraphs (¢) and (d) of
§ 45.4813-1, except that the cancellation
shall distinetly show the name of the
owner or importer, port of entry,
customs entry number, and date.

§ 45.4812-3 Packing and branding.

Imported adulterated butter shall be
packed in wooden packages of not less
than 10 pounds each, as prescribed in
paragraph (a) of §454814-1. Before
removal from customs custody imported
packages shall be branded in accordance
with paragraph (b) of § 45.4814-1, so far
as applicable, the name of the country
of origin, and the name and address of
the importer to be substituted for the
factory number, and internal revenue
district and State. The caution notice
prescribed in § 45.4814-3 for packages of
adulterated butter of domestic manu-
facture is not required in the case of
imported adulterated butter,

§ 45.4813 Statutory provisions; stamps.

Sec. 4813. Stamps—(s) Method of pay-
ment—(1) Stamps. The tax imposed by sec-
tion 4811 shall be represented by coupon
stamps.

(2) Assessment. For assessment in case
of omitted taxes, see subtitle F.

(b) Emptied packages. Whenever any
stamped package containing adulterated
butter is emptied, it shall be the duty of
the person in whose hands the same is to
destroy utterly the stamps thereon. The
Secretary or his delegate may destroy any
emptied package of adulterated butter upon
which the tax-paid stamp is found.

(¢) Other stamp provisions. The provi-
sions of law governing the engraving, issuing,
sale, accountability, effacement, and destruc-
tion of stamps relating to tobacco and snuff,
as far as applicable, shall apply to the
stamps provided in paragraph (1) of sub-
section (a).

[Sec. 4818 as originally enacted and in effect
July 1, 1960]

§ 45.4813—-1 Method of payment.

(a) Stamps—(1) In general. The
taxes imposed under section 4811 shall
be paid by the manufacturer by affix-
ing stamps to the packages of adulter-
ated butter or process or renovated
butter, as the case may be, before the
packages are removed from the bonded
premises. If, however, the district di-




e ———

- o

e

430

rector deems it necessary, he may re-
quire the attachment of stamps at any
time after manufacture.

(2) Denomination of stamps. Stamps
for the payment of the tax on adulter-
ated butter, or process or renovated but-
ter are designated “Process or Renovated
Butter” and are issued in sheets of 20
stamps each, in denominations of 10,
20, 30, 40, 50, 60, and 100 pounds. One-
pound coupon stamps for use in connec-
tion with stamps of the foregoing de-
nominations are issued in sheets of 200
stamps each.

(b) Ordering stamps. Except as oth-
erwise provided in § 454812-2, stamps
for packages of adulterated butter or
process or renovated butter will be sold
only to registered manufacturers. They
shall be purchased from the district di-
rector for the distriet in which the fac-
tory is located. Orders for stamps shall
be prepared on Form 218. A remittance
for the total value of the stamps shall
accompany the order.

(¢c) Afizing stamps. An internal-rev-
enue stamp of a denomination that will
fully cover the tax on the net weight
of the contents shall be affixed to each
package before removal from the fac-
tory, except packages for export and for
use of the United States. A single stamp
of a denomination denoting the quantity
in the package shall be used if stamps
of such denomination are issued. If a
single stamp will not fully cover the tax
due, the least sufficient number of addi-
tional stamps shall be used.

(d) Canceling stamps. Each stamp
affixed to a package shall be canceled
before removal from the factory. The
concellation shall be legibly written or
printed in ink, or perforated, and shall
show the factory number, internal reve-
nue district, State, and date. The can-
cellation marks may be abbreviated in
the following manner, indicating, for
example, cancellation by factory No. 10,
Chicago district, Illinois, on January 15,
1958: 10-Chicago, Ill., 1-15-58.

§ 45.4814 Statutory provisions; require-
ments applicable to manufacturers.

Sec. 4814, Requirements applicable to
manufacturers—(a) Packing, stamping, and
selling requirements—(1) Adulterated but-
ter. All adulterated butter shall be packed
by the manufacturer thereof in firkins, tubs,
or other wooden, tin-plate, or paper pack-
ages not before used for that purpose, con-
taining, or encased in a manufacturer’'s
package made from any of such materials of,
not less than ten pounds, and marked,
stamped, and branded as the Secretary or
his delegate shall prescribe, and all sales
made by manufacturers of adulterated
butter shall be in original, stamped packages.
Every manufacturer of adulterated butter
shall securely affix, by pasting, on each pack-
age containing adulterated butter manufac-
tured by him a label on which shall be
printed, besides the number of the manufac-
tory and the district and State in which it is
situated, these words: “Notice.—The manu-
facturer of the adulterated butter herein
contained has complied with all the require-
ments of law. Every person is cautioned not
to use either this package again or the stamp
thereon, nor to remove the contents of this
package without destroying sald stamp,
under the penalty provided by law in such
cases."”

(2) Process or renovated butter. For
marking process or renovated butter, see sec-
tion 4817.

RULES AND REGULATIONS

(b) Factory number and signs. Every
manufacturer of process or renovated butter
or adulterated butter shall put up such signs
and afix such number to his factory as the
Secretary or his delegate may by regulation
require.

(¢) Bonds. Every manufacturer of process
or renovated butter or adulterated butter
shall file with the official in charge of the
internal revenue district in which his manu-
factory is located such bonds as the Secre-
tary or his delegate may by regulation re-
quire. The bond required of such manufac-
turer shall be in a penal sum of not less than
$500; and the sum of said bond may be in-
creased from time to time and additional
sureties required at the discretion of the
Secretary or his delegate.

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

§ 45.4814-1 Packing
adulterated butter.

(a) Packages— (1) General. (1)
Adulterated butter shall be packed by the
manufacturer thereof in statutory pack-
ages of not less than 10 pounds. A statu-
tory package is one designed to contain
only that quantity of adulterated butter
as indicated by the stamp or stamps to
be affixed therefo.

(ii) Containers of adulterated butter
must be of a durable and substantial
character and must completely cover the
contents. As to penalty for refilling con-
tainers from which adulterated butter
has been removed, see section 7234(d)
(2) (B).

(2) Additional coverings. Properly
stamped and branded packages of adul-
terated butter may be incased in addi-
tional coverings or wrappers provided
such coverings are branded as prescribed
in paragraph (b) of this section and con-
tain the following inscription legibly
printed or stenciled in letters not less
than half an inch high: “Tax has been
paid and proper stamp placed on the
original package contained herein.”

(3) Prints and rolls. Manufacturers
may subdivide a statutory package of
adulterated butter into prints or rolls,
provided such subdivisions do not con-
stitute original or statutory packages
within the meaning of the law, or weigh
less than one-quarter of a pound. Prints
and rolls shall be placed in cartons or
wrappers branded as preseribed in para-
graph (b) of this section.

(b) Branding—(1) Statutory pack-
ages. (i) Before removal from the fac-
tory the words ‘‘Adulterated Butter,”
the factory number, the internal reve-
nue district, State, and the gross, tare,
and net weights shall be legibly printed
or stenciled on one of the sides or top
of each package of adulterated butter
in the manner shown in the following
example:

ADULTERATED BUTTER
Factory No. 2, Manhattan Dist. N.Y.
64-4-60.

(ii) The words “Adulterated Butter”
shall be in boldface gothic letters not
less than three-quarters of an inch
high, and the other letters and figures
not less than one-half inch high. The
color of the brand shall be in strong con-
trast to that of the package.

(2) Cartons. The words “Adulter-
ated Butter”, the net weight of contents,
and the manufacturer’s name and ad-

and branding

dress, or the internal-revenue factory
number, internal revenue district, ang
State shall be branded on cartons, Tpe
words “Adulterated Butter” shall he i
plain gothic letters of not less than 2p.
point type, shall measure not less thap
3%s inches in length, and be of a cojoy
in strong contrast to that of the carton
Hair-line, shaded or ornate letters o
letters in outline may not be used.

(4) Wrappers—() Inside wrappers,
The manufacturer’s name and address
and the factory number, internal rey.
enue district, and State may be omitted
from cartons if printed on wrappers
used with cartons. When a manufaec-
turer operates more than one factory
he may brand cartons with the name
and address of his general office, or the
address of each factory, provided an
inside wrapper is used showing either
the name and address of the factory
where the adulterated butter was pro-
duced, or the factory number, the in-
ternal revenue district, and State.

(ii) Blank wrappers. Blank wrappers
may be used with properly branded
cartons.

(ili) Wrappers without cartons. When
used without cartons, wrappers shall be
branded in the same manner as cartons,
The words *‘Adulterated Butter” shall be
so placed on the wrapper that they wil
appear at the top and bottom of the
print or roll when wrapped.

(5) Dealer’s mname on containers,
When a dealer’s name is printed on con-
tainers a phrase such as “prepared for,"
‘“distributed by,” etc., shall be placed
before his name to show that the dealer
is not the manufacturer.

§ 45.4814-2 Marking process or reno-
vated butter.

For provisions with respect to the in-
spection and marking of process or
renovated butter, see § 45.4817-1.

§ 45.4814-3 Caution notice; placement
upon packages.

(a) Adulterated butter. Before re-
moval from the factory each statutory
package of adulterated butter must have
conspicuously printed or labeled on it
the following notice, which must measure
not less than 3 inches long by 1% inches
wide:

FACtOry NO. —cmvmmy mmmmmmmmmm District, Stal
(v : Spreter it P 1 e

Norice: The manufacturer of the adulter-
ated butter herein contained has complied
with all the requirements of Iaw. Every
person is cautioned not to use elther
package again (for adulterated butter) °:
the stamp thereon again, nor o remove th
contents of this package without desmymbz
said stamp, under the penalty provided by
law in such cases.

(b) Process or renovated butier. A
similar caution notice with approP .
changes in wording is required in
case of process or renovated butter.

§ 45.4814-4 Factories.

(a) Premises. Unless otherwise t:g;
proved by the district director, ano
factory may not be operated at the e
time within the premises described b
manufacturer’s notice. (See paragr
(d) of this section.)



Thursday, January 19, 1961

{y) Signs. Over the principal en-
trance to each building in which process
o renovated butter, or adulterated but-
ter is produced the manufacturer shall
sonsplcuously display a sign showing
the name in which the business is con-
ducted, the kind of business, and the
internal-revenue factory number, in dur-
ghle characters not less than 3 inches

igh.
m%c) Numbers. Each factory produc-
ing process or renovated butter or adul-
terated butter shall be numbered by the
district director of the district in which
the plant is located. The number as-
signed to one factory shall not be used
by another factory in the same district,
or changed without the approval of the
district director. If the factory is moved
to another part of the district the num-
ber shall be retained. If moved to an-
other district a new number will be as-
simed to the factory by the district di-
réctor of the district to which the factory
ismoved. If the business is discontinued
the number will not be assigned to an-
other factory during the balance of the
fiscal year.

(d) Manufacturer’s notice—(1) Ez-
ecution of form. Before commencing
business, and immediately on the first
day of July thereafter as long as he con-
tinues in the business, a manufacturer of
adulterated butter or process or reno-
vated butter shall file with the district
director a notice of intention to manu-
facture. This notice shall be prepared
onForm 213 which may be obtained from
the district director. The premises de-
seribed in the notice shall conform with
the requirements of this section.

{2) Notice of change. A new notice
shall be filed with the distriet director be-
fore or immediately upon making any
thange either in location or in the pre-
mises or ownership of the business as de-
seribed in the original notice.

§45.4814-5 Bonding,

(8) Requirement. Every manufac-
turer of process or renovated butter or
adulterated butter before incurring any
lighility for the tax imposed by section
4811, shall file & bond with the district
director in accordance with the provi-
sions of paragraph (b) of this section.

(b) Bond—(1) In general. The bond
;;?quired under paragraph (a) of this sec-

on shall be executed in accordance with
the form, instructions, and regulations
BDDl{cs_;ble thereto. Such bond shall be
gndxtxoned that the principal shall not
mglaxe in any attempt, by himself or by

!::éon with others, to defraud the
e t}Sltates of any tax under section
i 8t he shall render truly and

&D etely all the returns and invento-

s p;ethulred by law or regulations in
; of such tax and shall pay all such
€5 1or which he is liable; and that he

Wancé)mply with all requirements of
i regulations with respect to such

ndt 'll"he benal sum of such bond shall
el €ss than $500; and the sum of
% tlmend may be increased from time
bk at the discretion of the district
i - _Coples of the form to be used

the bond may 1
any distyict director. ¥ be obtained from
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(2) Cancellaiion clause. The bond
required under paragraph (a) of this
section may be accepted with a cancella-
tion clause incorporated therein. Such
cancellation clause shall provide that:

(1) Any surety on the bond may at
any time give notice to the principal and
the district director that he desires to
be relieved of liability under said bond
after a date named, which shall be at
least 60 days after the receipt of notice
by the district director.

(ii) If the notice is not withdrawn in
writing prior to the date named in the
notice, the rights of the principal as
supported by said bond shall be termi-
nated on such date (unless supported by
another bond or bonds), and the surety
shall be relieved from liability under said
bond for any acts done wholly subsequent
to said date. The surety shall, however,
remain liable for any unpaid tax liabil-
ity incurred by the principal before can-
cellation, in addition to penalties and
interest, unless the principal pays such
tax and penalties and interest.

(iii) Said notice may not be given by
an agent of the surety, unless it is ac-
companied by power of attorney duly ex-
ecuted by the surety authorizing the
agent to give such notice or by a verified
statement that such power of attorney is
on file with the Treasury Department.

(3) New or additional bond. The dis-
trict director may require a new or addi-
tional bond under this section in any
case where he deems it necessary or de-
sirable in order to protect the interest
of the United States.

(4) Other provisions relating to bonds.
For general provisions relating to bonds,
including such matters as the surety or
sureties required, see §§301.7101 and
301.7101-1 of this chapter (Regulations
on Procedure and -Administration).

§ 45.4815(a) Statutory provisions; re-
quirements applicable to dealers;
selling requirements.

Skc, 4815, Requirements applicable to deal-
ers—(a) Selling requirements. Dealers in
adulterated butter must sell only original or
from original stamped packages, and when
such original stamped packages are broken
the adulterated butter sold from same shall
be placed in suitable wooden, tin-plate, or
paper packages, which shall be marked and
branded as the Secretary or his delegates
shall prescribe.

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

§ 45.4815(a)—1 Selling and buying re-
quirements applicable to adulterated
butter,

(a) Factory-branded packages. Ex-
cept as may otherwise be required by
State law or local regulation, adulterated
butter packed by the manufacturer in
cartons or wrappers, branded as pre-
scribed in § 45.4814-1(b), may be sold by
a retail dealer from the original stamped
container without further branding.

(b) Branding upon sale. (1) If the
manufacturer’s package is not subdi-
vided into prints or rolls the retail dealer
shall wrap the adulterated butter at the
time of sele in a new covering, which
shall be branded with his name and ad-
dress, the words “Adulterated Butter”,
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and the net weight of the contents.
Example:
RICHARD Roe
100 Doe Street, Boston
1 pound adulterated butter

(2) The letters shall be not less than
one-quarter of an inch square and
printed in an ink which forms a strong
contrast with the color of the cover-
ing. Other marks which would obscure
the brand shall not be made. The cov-
ering shall be so placed around the
adulterated butter that the brand will
be plainly visible.

(¢c) Misbranded packages. A retail
dealer shall see that cartons and wrap-
pers are branded as prescribed in
§ 45.4814-1(b), as penalty provided in
section 7235(a) is incurred if he sells
an improperly branded package of adul-
terated butter. It will be no defense
for a retail dealer to show, in an action
for failure to properly brand, that the
product was sold in cartons or wrappers
as packed by the manufacturer. Penalty
for buying improperly branded packages
is provided by section 7265(b).

(d) Removal from package. A retail
dealer may not lawfully remove adul-
terated butter from the original stamped
packages either for repacking, cutting
into prints or rolls, or other purposes,
nor remove the sides or ends of such
packages, before disposal of the contents.

(e) Displaying packages. The top of
a manufacturer’s package may be re-
moved or folded back to display the
contents, provided the package is so
placed that the words “Adulterated But-
ter” will be plainly visible and not ob-
scured or rendered inconspicuous. (See
§ 45.4814-1(b).)

(f) Ordering. (1) When ordering or
purchasing adulterated butter a dealer
shall state his name and address as they
appear on his special-tax stamp. If a
trade name, as well as the proprietor’s
real name, appears on the special-tax
stamp, both shall be stated on the order.
Adulterated butter shall not be ordered
in a trade name that is not registered
with the district director and stated on
the dealer’s special-tax stamp.

(2) If the premises have two addresses,
because fronting on two streets or for
other reasons, the address registered with
the distriet director shall always be used.
If adulterated butter is ordered for ship-
ment to a point other than the dealer’s
registered address, the registered ad-
dress, as well as the shipping point, shall
be named in the order.

§ 45.4815(b) Statutory provisions; re-
quirements applicable to dealers:
books of wholesale dealers.

Sec. 4815. Requirements applicable to
dealers. * * *

(b) Books of wholesale dealers. Books
required by section 6001 to be kept by whole-
sale dealers in process, renovated, or adulter-
ated butter shall be open at all times to the
inspection of any officer or employee desig~
nated by the Secretary or his delegate.

[Sec. 4815(b) as originally enacted and in
effect July 1, 1860}

§ 45.4816 Statutory provisions: expor-
tation of adulterated butter.

Src. 4816, Exportation of adulterated but-
ter. Adulterated butter may be removed
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from the place of manufacture for export to
a foreign country without payment of tax or
affixing stamps thereto, under such regula-
tions and the filing of such bonds and other
security as the Secretary or his delegate may
prescribe. Every person who shall export
adulterated butter shall brand upon every
tub, firkin, or other package contalning such
article the words “Adulterated Butter”, in
plain Roman letters not less than one-half
inch square.

[Sec. 4816 as originally enacted and in effect
July 1, 1960]

§ 45.4816-1 Exemption in case of ex-
portation of adulterated butter.

(a) In general. The tax imposed by
section 4811(a) shall not apply in the
case of the removal from the place of
manufacture of adulterated butter for
the purpose of exportation to a foreign
country.

(b) Requirements—(1) Packing and
marking. Every firkin, tub, or other
package containing adulterated butter
to be exported without payment of tax,
must, before removal from the factory,
be branded with the words “Adulterated
Butter” in plain Roman letters not less
than one-half inch square.

(2) Exception. When manufactured
expressly for export in accordance with
specifications of foreign customers, a
product coming within the classification
of adulterated butter, as defined in sec-
tion 4826(b), may be branded “Preserved
Butter” in lieu of “Adulterated Butter”,
provided such labeling does not violate
the laws of the country to which the
produect is exported, or the Federal Food,
Drug, and Cosmetic Act (52 Stat. 1040;
21 U.S.C. chapter 9), or any other act,
or regulations issued under authority
thereof.

(e) Consumption aboard vessel.
Adulterated butter for consumption
aboard a vessel while in a port of the
United States or en route to a foreign
country shall be tax-paid.

(d) Cross reference. For all other re-
quirements with respect to the exporta-
tion of adulterated butter without the
payment of tax see §§ 45.4453-1 and
45.4453-2 with respect to the exporta-
tion of playing cards which so far as ap-
plicable, are hereby extended and made
to apply to the exportation of adulter-
ated butter.

(e) No exemption in case of process or
renovated butter. Part I of subchapter
C, chapter 39, makes no provision for
the exportation of process or renovated
butter free of tax.

§ 45.4817 Statutory provisions; inspec-
tion of process or renovated butter.

Sec. 4817. Inspection of process or reno-
vated butter. For the purpose of protecting
interstate and foreign commerce from proc-
ess or renovated butter which is unclean, un-
wholesome, unhealthful, or otherwise unfit
for human food—

(1) Ingredients. The Secretary of Agri-
culture shall, through inspectors appointed
by him, cause inspections to be made of all
milk, butter, butter oil, and other ingredi-
ents intended for use in the manufacture of
process or renovated butter. All ingredients
which are found to be putrid or decomposed
or which contain organic or inorganic sub-
stances which are foreign to such ingredients
when properly made, manufactured, pro-
duced, collected, stored, transported, or han-
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dled, and which organic or Inorganic sub-
stances cannot be removed by processing,
shall be deemed unfit for use in the manu-
facture of process or renovated butter, shall
be marked “US. Inspected and Condemned”,
and shall be denatured or destroyed under
the supervision of the inspector. All other
ingredients shall be marked “U.S. Inspected
and Passed”, and shall be deemed fit for use
in the manufacture of process or renovated
butter.

(2) Finished product. The Secretary of
Agriculture shall cause inspections to be
made of all process or renovated butter. If
such butter is found to be clean, wholesome,
healthful, and otherwise fit for human food,
it shall be marked “U.S. Inspected and
Passed”. Process or renovated butter that is
found to be unclean, unwholesome, un-
healthful, or otherwise unfit for human
food shall be denatured or destroyed under
the supervision of the inspector.

(8) Factories. The Secretary of Agricul-
ture shall cause inspections to be made of
all factories wherein process or renovated
butter 1s manufactured to determine the
sanitary conditions thereof, and if it is
found that the conditions existing in any
such factory do not meet the standards pre-
scribed by the Secretary in his regulations,
he shall cause inspection to be withdrawn
therefrom.

(4) Compliance by manufacturer. The
Secretary of Agriculture is authorized to
withdraw inspection from any factory
wherein process or renovated butter is made,
if the manufacturer shall fail to comply with
any of the provisions of this section or with
any of the rules and regulations prescribed
hereunder.

(5) Rules and regulations. The Secretary
of Agriculture is authorized to make such
rules and regulations as he deems neces-
sary for the efficient administration of the
provisions of this section, and all inspections
hereunder shall be made in such manner as
may be prescribed in such regulations. The
Secretary of Agriculture may, from time to
time, by regulations define the foreign sub-
stances and the extent thereof that render
the ingredients unfit for use in manufactur-
ing process or renovated butter.

(6) Statistics. The Secretary of Agricul-
ture shall cause to be ascertained, and he
shall report, from time to time, the quantity
and quality of all process or renovated but-
ter manufactured and the character and
condition of the materials from which it is
made.

(7) Forgery, etc., of stamps, etc. No per-

son, firm, or corporation shall forge, coun-
terfeit, simulate, falsely represent, detach,
or, knowingly alter, deface, or destroy, or use
without proper authority any of the marks,
stamps, labels, or tabs provided for in this
section or in any regulations prescribed
hereunder by the Secretary of Agriculture for
use on process or renovated butter or on
wrappers, packages, containers, or cases in
which the product is contained, or any cer-
tificate In relation thereto.
_ (8) Labels on -containers. All process or
renovated butter and the packages or con-
tainers thereof shall be marked with the
words “Process Butter” and by such other
marks, labels, or brands, and in such man-
ner, as may be prescribed by the Secretary
of Agriculture.

(9) False or misleading labels. No state-
ment that is false or misleading in any par-
ticular shall be placed on or affixed to any
wrapper, label, carton, or container of
process or renovated butter.

(10) Unapproved product in interstate or
foreign commerce. No person, firm or cor-
poration shall transport, or offer for trans-
portation, or sell or offer for sale, In inter-
state or foreign commerce, or in commerce
affecting commerce among the States, any
process or renovated butter that has not
been inspected and passed and marked,

labeled, and branded In accordance with
this section and the regulations 1ssued
hereunder.
(11) Administration. The admin

and enforcement of the provlslonsmz;a ‘tll;)lx;
section, other than Iits provisions relating
to revenue, but including the selzure ang
denaturing or destruction of ingredients {y.
tended to be used In the manufacturs of
process or renovated butter and the ge.
naturing or destruction of process or rens-
vated butter, are committed exclusively to
the Secretary of Agriculture: Provided, That
any powers and duties of the Food and Drug
Administration of the Department of
Health, Education, and Welfare under the
Federal Food, Drug, and Cosmetic Act, gs
amended (52 Stat. 1040; 21 USC., chapter
9), as regards such Ingredients before they
come into the possession of the manufas-
turers of process or renovated butter, or as
regards such powers and dutles in connep-
tion with process or renovated butter after it
leaves such manufacturers and comes into
the hands of wholesale or retall dealers, or
others, shall not be affected by this section.

[Sec. 4817 as originally enacted and In effect
July 1, 1960]

§ 45.4817-1 Inspection of process or
renovated butter.

For regulations issued under section
4817 by the Secretary of Agriculture re-
lating to process or renovated butter,
see 9 CFR Part 171.

§ 45.4818 Statutory provisions; admin.
istrative decisions relating to adul-
terated butter.

Sec. 4818. Administrative decisions relat-
ing to adulterated butter. The Secretary or
his delegate is authorized to declde what
substances, extracts, mixtures, or compounds
which may be submitted for his inspection
in contested cases are to be taxed as adulter-
ated butter under this subpart; and his
decision in such matters of taxation under
this subpart shall be final.

[Sec. 4818 as amended and in effect July 1,
1960]

§ 45.4818-1 Administrative decisionsre
lating to adulterated butter.

The Commissioner is authorized tode-
cide what substances, extracts, mixtures
or compounds which may be submitted
for his inspection in contested cases art
to be taxed as adulterated butter: and
his deeision in such matters of taxation
shall be final.

§ 45.4819 Statutory provisions; €%
references.

Sgc. 4819, Cross references—(8) Defint-
tions. For definitions applicable 10 this
subpart, see section 4826,

(b) Other provisions.

For penalties and

other general and administrative PI'O"‘;“’“’
applicable to this subpart see subtitle K

[Sec. 4819 as originally enacted and in effect

July 1, 1960]
§ 45.4819-1 Cross references.

(a) For definitions relating to adulter-
ated butter and process OF renog!ﬂ e
butter, see section 4826 and the I®
tions thereunder. g

(b) For penalties gc()); offenses I
to stamps, see § 45.7209.

(¢) For penalty for unauthorized U
or sale of stamps, see § 45.7208. =

(d) For penalties for other offenses
lating to stamps, see § 45.7271. i

(e) For penalty for failure to I
see § 45.7272.
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(f) For other administrative provi-
<lons relating to the tax imposed on adul-
terated butter, see subpart L.

OCCUPATIONAL TAX

§45.4821 Statutory provisions; imposi-
tion of tax.

sge. 4821, Imposition of taz—(a) Manu-
fucturers—(1) Process or renovated butter.
Manufacturers of process or renovated but-
ter shall pay a special tax of $50 a year.

(2) Adulterated butier. Manufacturers of
sdulterated butter shall pay a special tax of

$600 a year.
(b) Wholesale dealers in adulterated but-

ter. Wholesale dealers in adulterated butter
shall pay a special tax of $480 a year.

(c) Reteil dealers in adulterated butter,
Retail dealers in adulterated butter shall pay
s special tax of $48 & year.

[Sec, 4821 as originally enacted and in effect
July 1, 1960}

§45.4821-1 Imposition and rate of tax.

(a) Manufacturers—(1) Process or
renovated buiter. Section 4821(a) (1)
imposes a special tax in the case of
manufacturers of process or renovated
butter of $50 per year.

(2) Adulterated butter. Section 4821
(a)(2) imposes a special tax in the case
of manufacturers of adulterated butter
of $600 per year.

(b) Wholesale dealers. Section 4821
(b) imposes & special tax in the case of
wholesale dealers in adulterated butter
of $480 per year.

(¢) Retail dealers. Section 4821(c)
imposes a special tax in the case of retail
dealers in adulterated butter of $48 per
year.

(d) Computation of the tax. For
regulations relating to computation of
the tax, see paragraph (b) of § 45.4901-1,

§45.4821-2 Requirements with respect
to manufacturers of adulterated but-
ter or process or renovated butter.

(a) Payment of special tax. A manu-
facturer of adulterated butter or process
or renovated butter must make a return
on Formlll to the district director, pay
the special tax, and comply with the
brovisions contained in subpart K, re-
lating to special taxes,
(b) Liability as a wholesale dealer. If
& manufacturer of adulterated butter
sens'statutory packages of his own pro-
duction elsewhere than at the place of
glnnufgctpre. liability as a wholesale
(f;zler Is incurred. (See paragraph (e)
e Of. §_4.5.4821—3.) As to exemption
; m liability as a wholesale dealer, see
§45.482_1—4 and 45.4903-1.
In(c) Liability as a retail dealer. A
bznufacturer shall sell adulterated
utter in statutory packages only. (See
g;ragraph () (1) of §454814-2) A
bmrtleurtacturer. who sells " adulterated
i lnothermse than in statutory pack-
lmpﬁsecurs llab_iuty to the $1,000 penalty
bt d by section 7265 (c) . If the quan-

¥ s0ld is less than 10 pounds, liability

88(: )reéall dealer is also incurred.

7088 Teference. For the general
qugements With respect to manufac-
of adulterateq butter or process

or ren
_ 48“"_‘75%6(1 butter, see §§45.4814-1 to
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§ 45.4821-3 Requirements with respect
io wholesale dealers in adulterated
utter.

(a) Payment of special tax. A whole-
sale dealer in adulterated butter shall
make a return on Form 11 to the district
director, pay the special tax, and comply
with the provisions contained in Subpart
K, relating to special taxes.

(b) Liability for breaking package. A
wholesale dealer in-adulterated butter
shall sell original stamped packages only.
A wholesale dealer who removes and sells
adulterated butter from original stamped
packages incurs liability to the $1,000
penalty imposed by section 7265(¢). If
the quantity sold is less than 10 pounds,
liability as a retail dealer is also incurred.

(¢) Liability in particular situations—
(1) Place of sale. Liability to special
tax as either a wholesale dealer or a re-
tail dealer is incurred at each place
other than the registered premises where
adulterated butter is sold or offered for
sale. The place of actual or constructive
delivery transferring the ownership of
the adulterated butter from the vendor
to the vendee is regarded as the place of
sale for which special tax is required to
be paid. (See paragraph (b) of §45.-
4821-6 as to itinerant vendors.)

(2) Delivery orders. Sales to persons
ordering adulterated butter, including
c.0.d. orders, shall be absolutely com-
pleted at the registered place of business
of the vendor or liability is incurred at
each place where deliveries are made.
Orders must be received at the vendor’s
registered premises, where the adul-
terated butter must be addressed and
billed to, and the sales recorded in the
names of the persons ordering. The
identical package sold at the vendor's
registered place of business to the person
ordering is the only package the vendor
or his agent may deliver at another place
without incurring liability for the special
tax at the place of delivery.

(3) Sight draft orders. Where a bona
fide order is received at the registered
place of business of the vendor and the
adulterated butter is there addressed
and billed to the persons ordering, it may
be shipped with a draft for the purchase
money attached to the bill of lading.
The bill of lading shall be endorsed
specifically, and not in blank, to the
person ordering, and the draft drawn on
such person, otherwise the sale is com-
pleted and special-tax liability is in-
curred at the place of delivery.

(4) Standing orders. Deliveries of
adulterated butter may be made as speci-
fied in a standing order accepted at the
registered place of business of a manu-
facturer or dealer without incurring
special tax liability at the place of de-
livery. However, delivery of any other
quantity than that specified in the stand-
ing order, whether more or less, consti-
tutes a separate transaction not covered
by the standing order, and is subject to
subparagraph (2) of this paragraph.

(5) Agents or brokers. A broker or
agent may solicit orders for adulterated
butter, receive a commission for his serv-
ices, and make collections for the prin-
cipal without becoming liable to special

433

tax as a dealer, provided title to the
adulterated butter does not vest in the
agent or broker at any time. If the man-
ufacturer or dealer bills the adulterated
butter to the broker or agent, who in turn
bills it to others, with or without profit,
a second sale takes place and the broker
or agent incurs special-tax liability as a
dealer at each place where he makes
deliveries.

(6) Resales. Before resale of original
stamped packages of adulterated butter
they shall be actually or constructively
returned to the vendor'’s registered place
of business and the second sale there con-
summated before delivery. If the goods
are picked up at the address of one cus-
tomer and delivered to that of another
before the resale is completed at the
vendor’s registered place of business, the
resale occurs at the place of delivery and
additional special tax liability is
incurred.

(7) Delivery from warehouse. Tax-
paid packages of adulterated butter may
be stored in warehouses and delivered
therefrom without incurring special-tax
liability at the warehouse: Provided, The
sales are completed at the vendor’s reg-
istered place of business. The mere
transmittal to, and the filling of the order
at, the warehouse do not constitute a
sale at the registered place of business.
The adulterated butter must be billed to,
and the sale recorded in the name of,
the customer at the registered place of
business before the removal from the
warehouse.

(8) Chain store warehouses. An oper-
ator of chain stores may store adulter-
ated butter in warehouses operated by
him, without incurring special-tax lia-
bility at the warehouses, provided no
seles are made there and that the adul-
terated butter is distributed exclusively
to stores operated by him, and not to
stores of other operators.

(9) Ezporters. A person otherwise
liable as a wholesale dealer for the
special tax is not exempt because trans-

actions are for export only.
§ 45.4821-4 Exemptions as wholesale
dealer.

Liability for the special tax as a whole-
sale dealer is not incurred in the fol-
lowing situations:

(a) Sales at factory. Where a manu-
facturer sells adulterated butter of his
own production in statutory packages at
the place of manufacture. As to manu-
facturer’s liability as a retail dealer, see
paragraph (¢) of § 45.4821-2.

(b) Sales of lefi-over stock. Where a
manufacturer who, having discontinued
the business, directs a wholesale dealer
holding adulterated butter of his pro-
duction to consign it to another whole-
sale dealer for sale on commission for
the manufacturer’s account.

(c) Sales to secure charges. Where a
warehouse sells adulterated butter to
cover storage charges, or a transporta-
tion company to secure freight charges
or salvage damaged merchandise. The
quantity so sold and the name and ad-
dress of the buyer shall be reported to
the district director.
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(d) Sales to assignee. Where a retail
dealer sells his stock of merchandise, in-
cluding adulterated butter, to his
successor.

§ 45.4821-5 Requirements with respect
to retail dealers in adulterated butter.

(a) Payment of special tax. A retail
dealer shall make return on Form 11 to
the district director, pay special tax, and
comply with the provisions contained in
subpart K, relating to special taxes.

(b) Quantity limitation. A retail
dealer may sell adulterated butter in
quantities of less than 10 pounds at one
time taken from an original package or
packages, but if he sells an original pack-
age of 10 pounds, he will incur liability
for the special tax as a wholesale dealer,
and for the penalty imposed by section
7265(¢) for failure to pay the special tax
imposed by section 4821(b).

§ 45.4821-6 Liability in particular situ-
ations.

(a) Dealers in other products.
Dealers in butter and other persons
who, knowingly or unknowingly, sell
adulterated butter render themselves li-
able to tax as dealers in adulterated
butter.

(b) Itinerant vendors. A special-tax
stamp can be issued only for a specific
address or a fixed place of business.
Peddlers, operators of so-called rolling
stores, and other vendors who, traveling
from place to place, sell adulterated
butter incur liability to special tax as
either a wholesale or retail dealer at each
place where sales are made. (See para-
graph (c¢) (1) of § 45.4821-3 as to incur-
ring liability at place of sale.)

(¢) Nontazable situations. Special-
tax liability as a dealer is not incurred
in the following situations:

«1) Eating places. Where proprietors
of public eating places serve adulterated
butter with meals, with or without spe-
cial charge for it.

(2) Pooling funds. Where a member
of a pool formed for the purpose of pur-
chasing adulterated butter remits the
purchase money and individual orders
to the vendor and distributes the goods
to other members of the pool. (See
paragraph (c) (5) of §45.4821-3 as to
agents or brokers.)

§ 45.4822 Statutory provisions;
references.

Sec. 4822. Cross references—(a) Defini-
tions. For definitions applicable to this sub-
part, see section 4826.

(b) Other provisions. For penalties and
other general and administrative provisions
applicable to this subpart, see chapter 40 and
subtitle F.

[Sec. 4822 as originally enacted and in effect
July 1, 1960]

§ 45.4822-1 Cross references.

(a) For provisions relating to regis-
tration in case of a trade or business on
which a special tax is imposed, see
§§ 45.7011 and 45.7011-1.

(b) For requirements relating to post-
ing occupational tax stamps, see §§ 45.-
6806 and 45.6806(a)-1.

(¢c) For other administrative require-
ments relating to occupational taxes, see
Subparts K and L of this part.

Cross

RULES AND REGULATIONS

(d) For penalties, see sections 7264,
7265, 7272, and 7273.

§ 45,4826 Statutory provisions; defini-
tions.

Sec. 4826, Definitions—(a) Butter. For
the purpose of this part, the word “butter”
shall be understood to mean the food prod-
uct unusually known as butier, and made
exclusively from milk or cream, or both,
with or without common salt, and with or
without additional coloring matter.

(b) Adulterated butier. ‘‘Adulterated but-
ter” is defined to mean a grade of butter
produced by mixing, reworking, rechurning
in milk or cream, refining, or in any way pro-
ducing a uniform, purified, or improved prod-
uct from different lots or parcels of melted or
unmelted butter or butter fat, in which any
acld, alkali, chemical, or any substance what-
ever is introduced or used for the purpose or
with the effect of deodorizing or removing
therefrom rancidity, or any butter or butter
fat with which there is mixed any substance
foreign to butter as defined in subsection (a),
with intent or effect of cheapening in cost
the product, or any butter in the manufac-
ture or manipulation of which any process
or material is used with intent or effect of
causing the absorption of abnormal gquanti-
ties of water, milk or cream.

(¢) Process or renovated butter. “Process
butter” or “renovated butter" is defined to
mean butter which has been subjected to any
process by which it is melted, clarified, or
refined and made to resemble genuine butter,
always excepting “adulterated butter' as de-
fined by subsection (b).

(d) Manufacturer. Every person who en-
gages in the production of process or reno-
vated butter or adulterated butter as a
business shall be considered to be a manufac-
turer thereof.

(e) Dealer. Every person who sells adul-
terated butter shall be regarded as a dealer
in adulterated butter.

(f) Retail dealer. Every person who sells
adulterated butter in less quantities than 10
pounds at one time shall be regarded as &
retail dealer in adulterated butter.

[Sec. 4826 as originally enacted and in effect
July 1, 1960] .

§ 45.4826—1 Butter defined.

Butter churned and worked in accord-
ance with approved standards, and with
quality as a prime object, contains not
more than 16 percent moisture. As de-
fined by the Federal Food, Drug, and Cos-
metic Act of June 25, 1938 (52 Stat. 1040;
21 US.C. ch. 9), butter contains not
less than 80 percent, by weight, of milk
fat, allowance being made for all toler-
ances. When butter contains a smaller
quantity of milk fat or more than 16
percent moisture, a strong presumption
is raisedthat the product is adulterated
butter within the meaning of the statute.
§ 45.4826-2 Adulterated butter eclassi-

fied.

Adulterated bufter may be divided into
three classes, namely :

(a) Butter in any way produced from
different lots of melted or unmelted but-
ter, or butter fat, to which a substance
has been added for the purpose of re-
moving rancidity or deodorizing it, except
butter made from sour cream the acid
of which has been reduced with lime
water before churning.

(b) Butter or butter fat with which is
mixed any substance foreign to butter
as defined by law, for the purpose of
reducing the cost of the product. This

does not include mixtures properly clag.
sifiable as oleomargarine.

(c) Butter manufactured or manipy-
lated by any process or with any materia]
resulting in the absorption of abnorma]
quantities of water, milk, or cream
Emulsified or milk-blended butter comes
within this class,

§ 45.4826-3 Preservatives,

Butter to which a harmless preserva-
tive has been added solely for the pur-
pose of preservation is not subject to tax
as adulterated butter, provided the quan-
tity is not larger than is absolutely
necessary to preserve it. If the preserva-
tive is used as a bath or wash in working
or renovating it, the product will be sub-
ject to tax as adulterated butter.

§ 45.4826-4 Ladled butter,

The product commonly known as
“ladled butter” is taxable as adulterated
butter if a process within the definition
of adulterated butter (see § 45.4826-2)
is used.

§ 45.4826-5 Process or renovated butter,

The terms *‘process butter” and “reno-
vated butter” are used synonymously in
the regulations in this part and it Is
immaterial, for purposes of this parf,
whether a manufacturer designates the
product “process butter” or “renovated
butter”, Butter which falls within the
definition of adulterated bufter (see
§ 45.4826-2) is subject to tax as adulfer-
ated butter rather than as process oOr
renovated butter. The principal differ-
ence between adulterated bufter and
process or renovated butter is with re-
spect to the use of chemicals or other
substances. Butter reworked with the
use of chemicals or other substances is
adulterated. Butter which is melted,
clarified, or refined without the use of
chemicals or other substances is process
or renovated butter,

Subpart’ H—Filled Cheese Tax on
Products

§ 45.4831 Statutory provisions; imposi
tion of tax.

Sec. 4831, Imposition of taz—(a) Domes
tic. There shall be imposed upon all filld
cheese which shall be manufactured a tax of
1 cent per pound payable by the manufac:
turer thereof; and any fractional part of &
pound in a package shall be taxed as 8

ound.
i (b) Imported. There shall be 1mpose<f
upon all filled cheese imported from gfo!r
eign country, in addition to any import duuz
imposed on the same, an internal reve!:ed
tax of 8 cents per pound; and such impor
filled cheese and the packages comalning
the same shall be stamped, marked, m)
branded, as in the case of filled cheese mail-
ufactured in the United States

| Sec. 4831 as originally enacted and in effect
July 1, 1960]

§ 45.4831-1 Imposition and rate of 1%

(a) Domestic filled cheese. Sé{ct;fi;
4831(a) imposes a tax on domesncw
manufactured filled cheese at theuénal
of 1 cent per pound. AnY frac *
part of a pound in a package sha
taxed as a pound. !

(b) Liab‘i,g‘ty for tax on domestic filled
cheese. The manufacturer of meI 5
cheese is liable for the payment ¢
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d under section 4831(a). The
ﬁ:'fccmriees when the filled cheese is
manufactured and is to be paid in the
manner set forth in § 45.4832-1,

(o) Imported filled cheese, Section
31 imposes a tax on filled cheese
imported from a foreign country at the
mte of 8 cents per pound. Any frac-
tional part of a pound in a package shall
pe taxed as a pound. The tax imposed
under section 4831(b) on imported filled
cheese is in addition to any import duty
imposed on such filled cheese.

(d) Liability for tax. om imported
filled cheese—(1) Release of product.
The person importing the filled cheese
shall be liable for the tax imposed under
gection 4831(b) and the tax must be paid
by affixing the required stamps prior to
release of the product from customs
custody.

(2) Purchase of stamps. Stamps for
the tax payment of imported filled
cheese will be sold to the owner or con-
signee of such merchandise by the dis-
trict director of internal revenue for the
tistrict in which is located the office of
the collector of customs where the cus-
toms entry is filed, upon requisition
therefor duly executed by an authorized
customs officer.

(3) Afizing and cancellation of
stamps. Filled cheese imported from
foreign countries is not required to have
the internal-revenue stamps affixed to
the packages thereof and canceled unless
and until such product is to be released
from customs custody for consumption
or sale in the United States. Such
stamps shall be affixed and canceled by
the owner or consignee while the prod-
uct is in the custody of the proper cus-
toms officer, and such product shall not
pass out of the custody of said officer
until the stamps have been affixed and
canceled. The mode of affixing the
stamps to packages of domestic manu-
facturers preseribed in paragraph (b)
of § 4548321 is hereby made applicable
W imported filled cheese. Each stamp
%0 affixed shall be canceled by the owner
Orconsignee writing or imprinting on the
face thereof in distinet and legible letters
::Satﬂigl;res his name and date of can-

» hame of port,
entry number. port, and customs
®) Ezported filled cheese. There is
0 provision for the omission of the tax
Siolied cheese exported from the United
ttisxand all filled cheese exported must
Bha paid at the rate of 1 cent per

§45.4832 Statutory provisions; stamps.

SEC. 4832, Stam
o Ps—(a) Method o, -
::?i;(& Stamps, The taxes impogeg, agy
stampe, 1 shall be represented by coupon

) Assessment
5 - For assessment in case
of omitteg taxes, see subtitie P,

Whose
amps therers the same is to destroy the

(¢) oct,t:m stamp provisions, The provi-
sy AW governing the engraving, issue,
tion of 81:&mta.bulty. effacement, and destruc-
ey o Ps relating to tobacco and snuff,

&pplicable, shall apply to stampg
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provided for by paragraph (1) of subsection
(a).

[Sec, 4832 as originally enacted and in effect
July 1, 1960]

§ 45.4832-1 Affixing and canceling of

stamps,

(a8) Domestic filled cheese. The tax
imposed under section 4831(a) on filled
cheese of domestic manufacture shall
be paid by the manufacturer thereof by
the affixing of stamps to the packages
before removal from the place where
made.

(b) Affizing and cancellation of
stamps. Filled-cheese stamps have been
prepared in denominations of 1, 10, 20,
and 40 cents with 10 stamps to a sheet.
Such stamps are obtainable upon appli-
cation on Form 218 to the district di-
rector for the district in which the
factory is located. On the withdrawal
of a package of filled cheese the proper
tax-paid stamp must be securely affixed
to the side thereof and immediately can-
celed by stamping or perforating the
factory number, internal revenue dis-
trict, State, and date thereon. Illustra-
tion: “Fac. No. 12, Chicago District,
II.”, over “April 15, 1960.” For provi-
sions relating to affixing and cancella-
tion of stamps in respect of imported
filled cheese, see paragraph (d)(3) of
§ 45.4831-1.

§ 45.4832-2 Emptied packages.

Whenever any stamped package con-
taining filled cheese is emptied, the per-
son in whose hands such package is shall
destroy the stamps affixed thereon.

§ 45.4832-3 Other stamp provisions,

For regulations with respect to the en-
graving, issuing, sale, accountability,
effacement, and destruction of stamps,
see Subpart L of this part.

§ 45,4833 Statutory provisions; require-
ments applicable to manufacturers.

SEC. 4833. Requirements applicadble to man~
ufacturers—(a) Packing requirements—(1)
Marks, stamps, and packages. Fillled cheese
shall be packed by the manufacturers in
wooden packages only, not before used for
that purpose, and marked, stamped, and
branded with the words “filled cheese” in
black-faced letters not less than two Inches
in length, in a circle in the center of the
top and bottom of the cheese; and in black-
faced letters not less than two inches in
length in line from the top to the bottom
of the cheese, on the side in four places
equidistant from each other; and the pack~
age containing such cheese shall be marked
in the same manner, and in the same num-
ber of places, and in the same description
of letters as above provided for the marking
of the cheese; and all sales or consignments
made by manufacturers of filled cheese to
wholesale dealers in filled cheese or to ex-
porters of filled cheese shall be in original
stamped packages.

(2) Label. Every manufacturer of filled
cheese shall securely affix, by pasting on each
package containing filled cheese manufac-
tured by him, a label on which shall be
printed, besides the number of the manu-
factory and the district and State in which
1t is situated, these words: “Notice. The
manufacturer of the filled cheese herein con-
tained has complied with all the require-
ments of the law. Every person is cautioned
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not to use either this package again or the
stamp thereon again, nor to remove the
contents of this package without destroying
saild stamp, under the penalty provided by
law in such cases."

(b) Factory number and signs. Every
manufacturer of filled cheese shall put up
such signs and affix such number to his
factory as the Secretary or his delegate may
by regulation require.

(c) Bonds. Every manufacturer of filled
cheese shall file with the official in charge of
the internal revenue district in which his
manufactory is located such bonds as the
Secretary or his delegate may by regulation
require. The bond required of such manu-
facturer shall be in a penal sum of not less
than $5,000; and the amount of said bond
may be Increased from time to time, and
additional suretles required, at the discre-
tion of the Secretary or his delegate.

[Sec. 4833 as originally enacted and in effect
July 1, 1960]

§ 45.4833-1 Requirements applicable to
manufacturers.

(a) Packing requirements. (1) All
filled cheese shall be packed by the man-
ufacturer thereof in wooden packages
only, not before used for that purpose.
The law does not fix the size of the man-
ufacturers’ packages. The contents of
all packages must be completely covered.
Crates with openings between slats may
not be used as original packages. A
package which has once been used for
packing filled cheese may be taken apart
and the material, from which all stamps,
marks, and brands have been effectually
removed, may be used in construction of
new containers. All filled cheese sold by
manufacturers of filled cheese shall be
in original stamped packages.

(2) A package of filled cheese, to meet
all the requirements of the law and reg-
ulations must be branded (paragraph
(b) of this section), have caution notice
label affixed (paragraph (¢) of this sec-
tion), and have proper stamp or stamps
affixed and canceled (paragraph (b) of
§ 45,4832-1).

(3) Manufacturers and dealers may
incase properly stamped and branded
original packages of filled cheese in
additional coverings or wrappers, pro-
vided such additional coverings or wrap-
pers have duly impressed or stenciled
thereon the brand as prescribed in para-
graph (b) of this section, and also the
following additional inscription: “The
original package herein contained has
been duly tax paid and proper stamp is
affixed.”

(b) Branding requirements., (1)
Each cheese shall be marked, stamped,
and branded with the words “filled
cheese” in black-faced letters, not less
than 2 inches in length, in a circle in
the center of the top and bofttom of
the cheese; and in like letters, in four
different places, equidistant from each
other, on the side of the cheese, in line
from the top to the bottom thereof.
Like brands are required upon the
wooden packages containing such cheese.
Where the consistency of the filled
cheese will not permit of the brand being
applied directly thereto it will be suffi-
cient if the package is duly branded as
herein required.
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(2) The width of the letters in the
above brands shall not be less than 1
inch over all, with quarter-inch stem.
Section 4833(a) (1) prescribes that the
brands for the side of the cheese shall
be put on in line from top to bottom.
Where the cheese is not sufficiently thick
to accommodate these words in a per-
pendicular or vertical line, they may be
branded in a line running diagonally
from top to bottom.

(3) Each cheese, likewise the wooden
package therefor, shall, in addition to
the above brands required upon the top
and bottom surfaces, be branded with
words and figures indicating the factory
number, the internal revenue district,
State, and the weight of the cheese, in
the order observed in the following
example:

Factory No. 1, Chicago District, Il
30 Pounds
Filled Cheese

(4) All letters and figures in the above
brand must be in black-faced block type,
not less than 1 inch in width over all,
with quarter-inch stems in the words
“filled cheese” and not less than 1 inch
square in the remaining words.

(5) If a manufacturer desires to place
his name upon the filled cheese, or upon
the wooden package therefor, he may do
so, provided such brand in nowise over-
shadows, subordinates, or conceals the
Government brand above prescribed by
the law and the regulations in this part.

(¢) Labeling requirements. Every
manufacturer’s package of filled cheese
must, before removal from the bonded
premises where made, have printed
thereon or securely affixed on the side

. or end thereof by pasting, in such a way

as to be exposed to public view and to
be easily read, a label on which is printed
the number of the manufactory and the
internal revenue district and State in
which it is situated, and the words of
the caution notice as provided by section
4833(a) (2).

(2) The prescribed wording must be

in plain, open, and legible letfers in black
ink, and shall occupy a space not less
than 3 inches long and not less than 112
inches in width, and when in label form,
it shall be printed on plain white paper
and shall be substantially in the follow-
ing form:

FaRtorY NO. o cincii v e District.

Norice: The manufacturer of the filled
cheese herein contained has complied with
all the requirements of the law, Every per-
son is cautioned not to use either this pack-
age again or the stamp thereon again, nor
to remove the contents of this package
without destroying sald stamp, under the
penalty provided by law in such cases.

§ 45.4833-2 TFactories.

(a) Premises. Unless otherwise ap-
proved by the district director, another
factory may not be operated at the same
time within the premises described in
a manufacturer’s notice. (See paragraph
(d) of this section.)

(b) Manufacturer’s sign. Every man-
ufacturer of filled cheese shall place and
keep over the principal entrance to the
building wherein his business is carried
on, so that it can be distinctly seen, a
sign with letters thereon not less than

RULES AND REGULATIONS

3 inches in height, painted in oil colors
or gilded, giving his full name and busi-
ness and the number of his manufactory.

(¢) Factory number. Each filled-
cheese factory shall be assigned a num-
ber by the district director, which num-
ber shall not be held at the same time
by any other manufacturer of filled
cheese in his district, nor thereafter
changed except for reasons approved by
the district director. If the manufac-
turer removes to a new location in the
same district, he will retain his old num-
ber. Upon removal from one internal
revenue district to another a new num-
ber will be assigned by the district di-
rector for the district to which removed.
When a factory is closed, the number
which is released will not be reassigned
during the balance of the fiscal year.

(d) Manufacturer’s notice—(1) Exe-
cution of form. Before commencing
business, and immediately on the first
day of July thereafter as long as he
continues in the business, a manufac-
turer of filled cheese shall file with the
distriet director a notice of intention to
manufacture. This notice shall be pre-
pared on Form 213 which may be ob-
tained from the district director. The
premises described in the notice shall
conform with the requirements of this
section.

(2) Notice of change. A new notice
shall be filed with the district director
before or immediately upon making any
change either in location or in the
premises or ownership of the business
as described in the original notice.

§ 45.4833-3 Bonding.

(a) Requirement. Every manufac-
turer of filled cheese, before incurring
any liability for the tax imposed by sec-
tion 4831, shall file a bond with the
district director in accordance with the

provisions of paragraph (b) of this
section,
(b) Bond—(1) In general. The bond

required under paragraph (a) of this
section shall be executed in accordance
with the form, instructions, and regula-
tions applicable thereto. Such bond
shall be conditioned that the prineipal
shall not engage in any attempt, by him-
self or by collusion with others, to de-
fraud the United States of any tax under
section 4831; that he shall render truly
and completely all the returns and in-
ventories required by law or regulations
in respect of such tax and shall pay all
such taxes for which he is liable; and
that he shall comply with all require-
ments of law and regulations with re-
spect to such taxes. The penal sum of
such bond shall be not less than $5,000;
and the sum of said bond may be in-
creased from time to time at the dis-
cretion of the district director. Copies
of the form to be used in filing the bond
may be obtained from any district
director.

(2) Cancellation clause. The bond
required under paragraph (a) of this
section may be accepted with a cancella-
tion clause incorporated therein. Such
cancellation clause shall provide that:

(i) Any surety on the bond may at
any time give notice to the principal and
the district director that he desires to
be relieved of Hability under said bond

after a date named, which shall e g
least 60 days after the receipt of notjee
by the district director.

(i) If the notice is not withdrawn in
writing prior to the date named in the
notice, the rights of the principal gs
supported by said bond shall be ter.
minated on such date (unless supported
by another bond or bonds), and the
surety shall be relieved from liability
under said bond for any acts done wholly
subsequent to said date. The surety
shall, however, remain liable for any
unpaid tax liability incurred by the prin.
cipal before cancellation, in addition to
penalties and interest, unless the prin-
cipal pays such tax and penalties and
interest.

(iii) Said notice may not be given by
an agent of the surety, unless it is ac-
companied by a power of attorney duly
executed by the surety authorizing the
agent to give such notice or by a verified
statement that such power of attorney
is on file with the Treasury Department,

(3) New or additional bond. The dis-
trict director may require a new or addi-
tional bond under this section in any
case where he deems it necessary or de-
sirable in order to protect the inferest
of the United States.

(4) Other provisions relating to bonds,
For general provisions relating to bonds,
including such matters as the surety or
sureties required, see §§301.7101 and
301.7101-1 of this chapter (Regulations
on Procedure and Administration).

§45.4834 Statutory provisions; require-
ments applicable to wholesale and re-
tail dealers.

Szc. 4834, Requirements applicable fo
wholesale and retail dealers—(a) Signi.
Every wholesale dealer and every retail dealer
in filled cheese shall display in & conspicuous
place in his salesroom & sign bearing the
words “Filled cheese sold here” in black-faced
letters not less than six inches in length,
upon a white ground, with the name and
number of the revenue district in which his
business is conducted.

(b) Selling requirements. Retail dealers
in filled cheese shall sell only from original
stamped packages, and shall pack the filled
cheese when sold in sultable wooden Or paper
packages, which shall be marked and branded
in accordance with rules and regulations to
be prescribed by the Secretary or his delegate,

[Sec. 4834 as originally enacted and In effect
July 1, 1960}

§ 45.4834-1 Signs to be displayed by
wholesale and retail dealers.

Each retail and each wholesale dealer
in filled cheese shall display in & coi°
spicuous place in his salesroom a s1
bearing the words “Filled cheese 5
here” in black-faced letters not less ;
six inches in length, upon a white grounu;
with the name of the revenue district
which the business is conducted. C(t);;
cealment of the sign from full view OISMC
public will not be deemed & compli
with the law. If a dealer has more Vo
one salesroom, he must Dpost the redq
uisite sign in each such room.

§45.4834-2 Packaging requirement® ;
Retail dealers in filled cheese must se

: kages,
only from original stamped pac
and shall pack the filled cheesé sollg '
them in suitable wooden or Dag%fmn ded
ages which shall be marked an
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vided in § 45.4834-3. Wooden or
;:pgiopackages similar to those usually
employed in selling butter and lard at
retail may be used by the retail dealer
in filled cheese. There is no restriction
as to the quantity of filled cheese that a
retailer may sell at one sale, but he must
remove the product from the original
manufacturer’s package and repack in
another package, made of either wood
or paper, and place on such package the
required marks and brands. A retail
dealer who sells filled cheese in original
packages for resale or to another retailer
incurs additional liability to special tax
a5 & wholesale dealer. (See section
4841(h).)

§454834-3 Branding requirements.

Each retailer’s wooden or paper pack-
age must have the name and address of
the dealer marked or branded thereon,
likewise the words ‘“Pound” and “Filled
Cheese,” in letters not less than one-
quarter inch square, and the quantity
written, marked, or branded thereon in
fieures of the same size (one-quarter of
an inch square), substantially as
follows.

Richard Roe
100 Doe Street
Boston
1 pound Filled Cheese

The words “Filled Cheese” and “Pound”
which are required to be marked or
branded on retailers’ wooden or paper
packages, in letters not less than one-
quarter inch square, and the quantity
which is required to be written, marked
or branded thereon in figures of like
size, must be so placed so as to be
plainly visible to the purchaser at the
time of delivery to him. Illegible or
concealed marks and brands are not
those contemplated and required by the
aw and regulations. It will not be
deemeq a compliance with the regula-
Hons in this part if the words “Filled
Cheese” and the other required words
and figures shall be illegibly branded or
ma.rked‘ or so placed as to be concealed
from view, by being on the inside of
the package or by folding in the
stamped portion of the paper sheet used
for Wrapping, or otherwise. The re-
quired words and figures must be legi-
bly printed or branded and conspicu-
ously placed, and no other word or busi-
ness card should be placed in such juxta-
Itlosmon thereto as to divert attention
tom the fact that the contents of the
D?clxage are filled cheese. The color
of the ink with which the words are
marked or branded must be black.

§45.4836 Stalulory provisions; eross
references,

"OS:: 4836. Cross references. For defini-
.nﬁ?:;tles. and other general and ad-
ovisi
a0d subtion FI.) slons, see section 4846
[Sec. 4836 a5 oy
July 1, 1960
§40-4836—l Cross references.

®) For definit
cheese ons relating to filled
them:g:ﬁ 45.4846 and the regulations

ginally enacted and in effect

) For penait
es for offenses r
Stamps, see § 457208, i
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(¢) For penalties for unauthorized use
or sale of stamps, see § 45.7209.

(d) For penalties for other offenses re-
lating to stamps, see § 45.7271.

(e) For penalty for failure to register,
see § 45.7272,

(f) For other administrative provi-
sions relating to the tax imposed on filled
cheese, see Subpart L.

Occupational Tax

§ 45.4841 Statutory provisions; imposi-
tion of tax.

Sec. 4841. Imposition of tar—(a) Manu-
facturers, Manufacturers of filled cheese
shall pay a special tax of $400 a year for
each and every factory.

(b) Wholesale dealers—(1) In general.
Wholesale dealers in filled cheese shall pay
a special tax of $250 a year.

(2) Manufacturers selling at wholesale.
Any manufacturer of filled cheese who has
given the required bond and paid the re-
quired speclal tax, and who sells only filled
cheese of his own production, at the place
of manufacture, in the original packages, to
which the tax-paid stamps are affixed, shall
not be required to pay the special tax of a
wholesale dealer in filled cheese on account
of such sales.

(c) Retail dealers. Retail dealers in filled
cheese shall pay a special tax of $12 a year.
[Sec. 4841 as originally enacted and in effect
July 1, 1860]

§ 45.4841-1 Imposition and rate of tax.

Section 4841 imposes a special tax in
the case of manufacturers, wholesale
dealers, and retail dealers of filled cheese
at the following rates:

(&) Manufacturers.__..._ $400 per year for

each factory,
(b) Wholesale dealers..... $250 per year,
(c) Retail dealers....... 812 per year.

§ 45.4841-2 Applicability of tax,

(a) Manufacturers. Every person,
firm, or corporation who manufactures
filled cheese for sale shall be deemed a
manufacturer of filled cheese.

(b) Wholesale dealers. Every person,
firm, or corporation who sells or offers
for sale filled cheese in the original
manufacturer’s package for resale, or to
retail dealers as defined in paragraph (¢)
of this section, shall be deemed a whole-
sale dealer in filled cheese. A qualified
manufacturer who sells only tax-paid
filled cheese of his own production at the
place of manufacture is not liable as a
wholesale dealer. \

(¢) Retail dealers. Every person who
sells filled cheese at retail, not for resale
but for actual consumption, shall be re-
garded as a retail dealer in filled cheese.

(d) Payment of special taxz. Every
person liable for the special tax imposed
by section 4841 must make a return on
Form 11 to the district director, pay the
special tax, and comply with the provi-
sions contained in Subpart K, relating to
special taxes.

(e) Computation of tax. For regula-
tions relating to computation of the tax,
see § 45.4901-1(b).

§ 45.4841-3 Liability of wholesale deal-
ers and retail dealers for special tax.

(a) In general. (1) Except in the
case of a manufacturer selling filled
cheese of his own producion at the place
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of manufacture, a person is liable to
special tax as a dealer in filled cheese,
either wholesale or retail as the case may
be, at each and every place where he
sells, or offers for sale, filled cheese. The
place where the delivery, either actual
or constructive, which transfers owner-
ship from vendor to vendee, is made is
the place of sale and for which special
tax is required to be paid. A special tax
stamp can be issued to a dealer in filled
cheese only for a fixed place of business.
One who travels from place to place and
makes sales of filled cheese incurs liabil-
ity to special tax at each place where
such sales and deliveries are made.

(2) Dealers in cheese should ascertain
the true character of the article which
they sell or offer for sale. If they are
found to have sold filled cheese, though
they believed it to be genuine cheese,
they nevertheless are liable to special tax
as dealers in filled cheese.

(3) Special tax stamps are not trans-
ferrable from one person to another.
When a new member is added to a firm
a new stamp is required.

(4) Any number of persons doing
business in copartnership at any one
place are required to pay but one special
tax.

(b) Situations where special tax lia-
bility is not incurred. Special tax lia-
bility is not incurred in respect to
sales by:

(1) A receiver appointed by the court
to sell filled cheese under order of the
court.

(2) A trustee when he carries on the
business at the principal’s store and un-
der the special tax stamp issued to the
principal.

(3) A member of a firm acquiring the
interests of the other members and
carrying on the business under the
stamp issued to the firm.

(4) A qualified dealer moving from
one location to another provided he
registers the change with the district
director during the calendar month in
which it occurred.

(5) The legal representative of a de-
ceased special taxpayer carrying on the
business until the expiration of the
stamp but the change must be registered
with the district director within the
month in which it was made.

(6) An army post exchange under the
complete control of the Department of
Defense.

(7)) A keeper of a restaurant who
furnishes filled cheese merely to patrons
as a part of their meals even though a
separate charge is made for the filled
cheese served.

(8) A transportation company selling
filled cheese to secure freight charges.

§ 45.4841-4 Storing filled cheese,

Manufacturers of, and wholesale
dealers in, filled cheese may store tax-
paid packages of such product at places
other than those named in their special-
tax stamps and may make deliveries
from such places of storage without in-
curring additional special tax liability,
provided that sales of filled cheese so
stored are absolutely completed by the
manufacturers or wholesale dealers at
their registered places of business by
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constructive delivery there prior to ac-
tual removal of the goods from the place
of storage for delivery to purchasers.
Receipt of an order at the place of busi-
ness of a manufacturer or dealer and
the sending of such order to the storage
house for delivery is not a sale of goods
at said place of business. A manufac-
turer or dealer must not merely receive
the order at his place of business, but
he must make out there and deliver to
the customer ordering, or send to him
direct a bill of sale in each instance
transferring to him the ownership of the
goods before there is an actual delivery
from the place of storage.

§ 45.4842 Siwaatutory provisions; cross
references. >

SEc. 4842. Cross references—(a) Defini-
tions. For definitions applicable to this sub-
part, see section 4846.

(b) Other provisions. For penalties and
other general and administrative provisions
applicable to this subpart, see chapter 40 and
subtitle F.

| Sec. 4842 as originally enacted and in effect
July 1, 1960]

§ 45.4842-1 Cross references.

(a) For provisions relating to registra-
tion in case of a trade or business on
which a special tax is imposed, see
§§ 45.7011 and 45.7011-1.

(b) For requirements relating to post-
ing occupational tax stamps, see
§§ 45.6806 and 45.6806(a)-1.

(¢) For other administrative require-
ments relating to occupational taxes, see
Subparts K and L of this part.

(d) For penalties, see sections 7266,
7272, and 7273.

§ 45.4846 Statutory provisions; defini-
tions.

SEC. 4846. Definitions. For the purposes of
this part—(1) Cheese. The word “cheese”
shall be understood to mean the food product
known as cheese, and made from milk or
cream and without the addition of butter,
or any animal, vegetable, or other oils or fats
foreign to such milk or cream, with or with-
out additional coloring matter.

(2) Filled cheese. Certaln substances and
compounds shall be known and designated
as “filled cheese,” namely: All substances
made of milk or skimmed milk, with the ad-
mixture of butter, animal olls or fats, vege-
table or any other oils, or compounds foreign
to such milk, and made in imitation or
semblance of cheese. Substances and com-
pounds, consisting principally of cheese with
added edible oils, which are not sold as
cheese or as substitutes for cheese but are
primarily useful for imparting a natural
cheese flavor to other foods shall not be con-
sidered “filled cheese” within the meaning
of this part.

(3) Manufacturer. Every person, firm, or
corporation who manufacturers filled cheese
for sale shall be deemed & manufacturer of
filled cheese.

(4) Wholesale dealer, Every person, firm,
or corporation who sells or offers for sale
filled cheese, in the original manufacturer's
packages for resale, or to retail dealers as
defined in paragraph (5) shall be deemed a
wholesale dealer in filled cheese.

(5) Retail dealer. Every person who sells
filled cheese at retail, not for resale, and for
actual consumption, shall be regarded as a
retail dealer in filled cheese.

[Sec. 4846 as originally enacted and in effect
July 1, 1960]
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§ 45.4846-1 Definitions,

(a) Cheese. The term “cheese” shall
be understood to mean the food product
known as cheese, and made from milk or
cream and without the addition of but-
ter, or any animal, vegetable, or other
oils or fats foreign to such milk or cream,
with or without additional -coloring
matter.

(b) Filled cheese. (1) The term “filled
cheese” shall include all substances made
of milk or skimmed milk, with the ad-
mixture of butter, animal oils or fats,
vegetable or any other oils, or compounds
foreign to such milk, and made in imita-
tion or semblance of cheese. Substances
and compounds, consisting principally
of cheese with added edible oils, which
are not sold as cheese or as substitutes
for cheese but are primarily useful for
imparting a natural cheese flayor fto
other foods shall not be considered “filled
cheese” within the meaning of this
chapter.

(2) The mixture of cheese with color-
ing matter does not render it liable to tax
as filled cheese, such mixture being per-
mitted under the definition given in sec-
tion 4846(a) and paragraph (a) of this
section. If, however, the annatto or
other coloring matter is mixed with a
vegetable oil or an animal fat as a mor-
dant, resulting in a compound resem-
bling cheese, this compound would be
liable to tax as filled cheese.

(3) The manufacture of cheese from
synthetic cream which is prepared by
homogenizing a mixture of butter and
skimmed milk or a mixture of butter,
milk powder, and water results in a prod-
uct which is clearly “filled cheese” as de-
fined by statute, being a substance made
of milk or skimmed milk with an ad-
mixture of butter in imitation or sem-
blance of cheese.

§ 45.4846-2 Cross reference.

For definition and application of the
terms “manufacturer”, “wholesale deal-
er” and “retail dealer”, see section 4841
and the regulations thereunder.

Subpart I—Contracts of Sale of Cotion
for Future Delivery

§ 45.4851 Statutory provisions; imposi-
tion of tax.

Sec. 4851. Imposition of tar—(a) Rate.
Upon each contract of sale of any cotton for
future delivery made at, on, or in any ex-
change, board of trade, or similar institu-
tion or place of business, there shall be im-
posed a tax in the nature of an excise of 2
cents for egch pound of the cotton involved
in any such contract.

(b) By whom paid. The tax imposed by
subsection (a) shall be paid by the seller of
the cotton involved in the contract of sale.

[Sec. 4851 as originally enacted and in effect
July 1, 1960]

§ 45.4851-1 Imposition and rate of tax.

(a) Imposition of tar. Section 4851
imposes a tax upon each contract of sale
of cotton for future delivery made at, on,
or in any exchange, board of trade, or
similar institution or place of business,
except contracts for the sale of specific
cotton for future delivery which comply
with the provisions of the regulations in
this subpart.

(b) Rate of tax. The tax imposeq
under section 4851 shall be computed gt
the rate of 2 cents per pound for egch
pound of cotton involved in a contraet
subject to tax.

§ 45.4851-2 Liability for 1ax.

The tax imposed by section 4851 shajl
be pald by the seller of the cotton .
volved in each contract subject to tax.

§45.4:852 Statutory provisions; defini.
tion.

Sec. 4852. Definition. For the purpose of
this subchapter, the term “contract of sale”
shall be held to include sales, agreements of
sale, and agreements to sell.

[Sec. 4852 as originally enacted and in effect
July 1, 1960)

§ 45.4852—-1 Definitions.

(a) Contract of sale. The term “con-
tract of sale” shall be held to include
sales, agreements of sale, and agree-
ments to sell.

(h) Designation of contracts—(1)
Contracts subject to section 4863, The
term “contracts subject to section 4863"
shall mean basis grade contracts made in
compliance with the provisions of sec-
tion 4863 and the regulations there-
under.

(2) Contracts subject to section 4864,
The term “contracts subject to section
4864” shall mean tendered grade con-
tracts made in compliance with the
provisions of section 4864 and the regu-
lations thereunder.

(3) Contracts subject to section 4863,
The term “contracts subject to section
4865” shall mean specific grade contracts
made in compliance with section 4865
and the regulations thereunder.

§ 45.4853 Statutory provisions; form
and validity of contracts.

SEC. 4853. Form and validity of coniracts—
(a) Form. Each contract of sale of cotion
for future delivery mentioned In section 4851
(a) shall be in writing plainly stating, of
evidenced by written memorandum showing
the terms of such centract, including the
quantity of the cotton involved and the
names and addresses of the seller and buyer
in such contract, and shall be signed by the
party to be charged, or by his agent in his
behalf. If the contract or memorandum
specify in bales the quantity of the cotton
involved, without giving the welght, each
bale shall, for the purpose of this subchap-
ter, be deemed to weigh 500 pounds.

(b) Validity. No contract of sale of cot-
ton for future delivery mentioned In section
4851 (a), which does not conform to tbeurﬂ-
quirements of subsection (a) of this sec o0
and has not the necessary stamps e
thereto as required by section 487, shall b
enforceable in any court of the United St@ .
by, or on behalf of, any party to such o0
tract or his privies.

[Sec. 4853 as originally enacted and In effect
July 1, 1860]

§ 45.4853-1 Form and validity of con*
tracts,

(a) Form—(1) In general. Eve(ryf(}g;
tract mentioned in section 4851(a

the sale of cotton for future deuvezyr
shall be in writing and shall stattr'an.
shall be evidenced by written memoe
dum showing, (1) the terms of the €0
tract, () the quantity of cOUOR Ty
volved, (i) the name and ad
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the buyer, and (iv) the name and ad-
dress of the seller. The contract or
memorandum shall be signed by the per-
son to be charged or by his agent in his
pehalf. For the purpose of this subpart,
if the contract or memorandum specifies
in bales the quantity of cotton involved,
without giving the weight, each bale
shall be deemed to weigh 500 pounds.

(%) Exceptions. (1) Contracts for
sale of cotton made at, on, or in any
exchange, board of trade, or similar in-
stitution or place of business and evi-
denced by memoranda containing the
terms of such contract and the signa-
tures of the parties to be charged in the
form of punched and/or printed num-
bers, letters and symbols by the use of
machines operated by a clearing house
or & clearing association, pursuant to
. authority given to such clearing house
or association by the members to be
charged, are considered to be in com-
pliance with section 4853(a) and sub-
paragraph (1) of this paragraph.

(i) Variations in the method of op-
eration caused by sales of more than 100
bales of cotton and involving, in some
cases, more than a single buying or
gelling broker, will not result in a non-
compliance with section 4853(a) pro-
vided there are memoranda containing
the terms of the contract and the sig-
natures of the parties to be charged in
the form of punched and/or printed
numbers, letters or symbols as provided
in subdivision (i) of this subparagraph:

(b) Validity of conmtracts. No con-
tract for the sale of cotton for future
delgvery mentioned in section 4851(a)
which does not conform to the require-
ments of section 4853 and paragraph
(@) of this section and which does not
have affixed thereto the necessary
stamps required by section 4871, shall
be enforceable in any court of the
Unifed States by, or on behalf of, any
party to such contract or his privies.

(¢) Stating number of bales involved.

contract must provide that all
tenders of cotton shall be the full num-
m :rfs bales involved therein. Such var-
of the number of bales may be
{P:rmitted as is necessary to bring the
tal weight of the cotton tendered
:)mﬁn the provisions of the contract as
Weight, and necessary variations in
weight of the cotton tendered may

o bermitted not to exceed 1 percent of
€ total weight specified in the contract,

§45.4854 Statuto,
standards,

SEc. 4854, Cotton standards—(a) Source
:nd deseription, Subject to t.he( x}rovisions
s“stectlign 8 of the Act of March 4, 1923 (42

.cmls; 7 US.C. 56), the Secretary of
i g;.rl: Is authorized, from time to time,
e h and promulgate standards of
o g eé which {its quality or value may
leugmg Ior determined, including its grade,
e of staple, strength of staple, color,

uch other qualities, properties, and
rtms 85 may be standardized in prac-
Ortlen; Which, for the purpose of this
mmnpsm})sh&ll be known as the “Officlal
o Tdarcls of the United States”:
11&hed hat any standard of any cotton
Subchapter b&nd bromulgated under this
Rall ngg y the Secretary of Agriculture
g :h changed or replaced within a
S A1 one year from and after the
Promulgation thereof by the

Ty provisions; cotton
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Secretary of Agriculture: Provided further,
That no change or replacement of any stand-~
ard of any cotton established and promul-
gated under this subchapter by the Secre-
tary of Agriculture shall become effective
until after one year's public notice thereof,
which notice shall specify the date when
same is to become effective.

(b) Practical forms—(1) Preparation, cer-
tification, and distribution. The Secretary
of Agriculture is authorized and directed to
prepare practical forms of the official cotton
standards which shall be established by him,
and to furnish such practical forms from
time to time, upon request, to any person, the
cost thereof, as determined by the Secretary
of Agriculture, to be pald by the person re-
questing the same, and to certify such prac-
tical forms under the seal of the Department
of Agriculture and under the signature of
the said Secretary, thereto afixed by him-
self or by some official or employee of the
Department of Agriculture thereunto duly
authorized by the sald Secretary.

(2) Disposition of receipts from sales.
All sums collected by the Secretary of Agri-
culture for furnishing practical forms under
paragraph (1) shall be deposited and cov-
ered into the Treasury as miscellaneous
receipts.

[Sec. 4854 as originally enacted and in effect
July 1, 1960]

§ 45.4861 Statutory provisions;
cotton.
Sec. 4861. Spot cotton. This subchapter

shall not be construed to impose a tax on any
sale of spot cotton.

spot

[Sec. 4861 as originally enacted and in effect
July 1, 1860]

§45.4861-1 Exemption of spot cotton.

The tax imposed under section 4851 is
not applicable to the sale of spot cotton.

§ 45.4862 Stalutory provisions; defini-
tion of bona fide spot markets.

Sec. 4862. Definition of bona fide spot
markets—(a) Definition. For the purpose
of this subchapter, the only markets which
shall be considered bona fide spot markets
shall be those which the Secretary of Agri-
culture shall, from time to time, after in-
vestigation, determine and designate to be
such, and of which he shall give public
notice.

(b) Determination. ., In determining, pur-
suant to the provisions of this subchapter,
what markets are bona fide spot markets,
the Secretary of Agriculture is directed to
consider only markets in which spot cotton
is sold in such volume and under such con-
ditions as customarily to reflect accurately
the value of middling cotton and the differ-
ences between the prices or values of mid-
dling cotton and of other grades of cotton
for which standards shall have been estab-
lished by the Secretary of Agriculture: Pro-
vided, That if there be not sufficient places,
in the markets of which are made bona fide
sales of spot cotton of grades for which
standards are established by the Secretary
of Agriculture, to enable him to designate at
least five spot markets in accordance with
section 4863(c), he shall, from data as to
spot sales collected by him, make rules and
regulations for determining the actual com-
mercial differences In the value of spot cot-
ton of the grades established by him as
reflected by bona fide sales of spot cotton,
of the same or different grades, in the mar-
kets selected and designated by him, from
time to time, for that purpose, and in that
event differences In value of cotton of vari-
ous grades involved in contracts made pur-
suant to section 4863 (a) and (b) shall be
determined In compliance with such rules
and regulations: Provided jfurther, That it
shall be the duty of any person engaged in
the business of dealing in cotton, when re-
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quested by the Secretary of Agriculture or
any agent acting under his instructions, to
answer correctly to the best of his knowledge,
under oath or otherwise, all questions touch-
ing his knowledge of the number of bales,
the classification, the price or bona fide price
offered, and other terms of purchase or sale,
of any cotton Involved in any transaction
participated in by him, or to produce all
books, letters, papers, or documents in his
possesgion or under his control relating to
such matter.

[Sec. 4862 as originally enacted and in effect
July 1, 1960]

§ 45.4863 Statutory provisions;
grade contracts,

Sgc. 4863. Basis grade contracts—(a) Con-
ditions. No tax shall be imposed under this
subchapter on any contract of sale mentioned
in section 4851(a) if the contract comply
with each of the following conditions:

(1) Conjformity with section 4853(a) and
regulations. Conform to the requirements in
section 4853(a) and the rules and regulations
made pursuant to this subchapter, _

(2) Specification of grade, price, and dates
of sale and settlement. Specify the basis
grade for the cotton involved in the contract,
which shall be one of the grades for which
standards are established by the Secretary
of Agriculture, except grades prohibited from
being delivered on a contract made under
this section by the fifth paragraph of this
subsection, the price per pound at which the
cotton of such basls grade is contracted to
be bought or sold, the data when the pur-
chase or sale was made, and the month or
months in which the contract is to be ful-
filled or settled: Provided, That middling
shall be deemed the basis grade incorporated
into the contract If no other basis grade be
specified either in the contract or in the
memorandum evidencing the same.

(8) Provision for delivery of standard
grades only. Provide that the cotton dealt
with therein or dellvered thereunder shall
be of or within the grades for which stand-
ards are established by the Secretary of Agri-
culture except grades prohibited from being
delivered on a contract made under this sec-
tion by paragraph (5) and no other grade or
grades.

(4) Provision for settlement on basis of
actual commercial differences. Provide that
in case cotton of grade other than the basis
grade be tendered or delivered in settlement
of such contract, the differences above or be-
low the contract price which the receiver
shall pay for such grades other than the basis
grade shall be the actual commercial differ-
ences, determined as hereinafter provided.

(6) Prohibition of delivery of inferior
cotton, Provide that cotton that, because of
the presence of extraneous matter of any
character, or -irregularities or defects, is re-
duced in value below that of low middling,
or cotton that is below the grade of low
middling, or, if tinged, cotton that is below
the grade of strict middling, or, if yellow
stained, cotton that is below the grade of
good middling, the grades mentioned being
of the official cotton standards of the United
States, or cotton that is less than seven-
elghths of an inch in length of staple, or cot-
ton of perished staple, or of immature staple,
or cotton that is “gin cut” or reginned, or
cotton that is “repacked” or “false packed"
or “mixed packed” or “water packed,” shall
not be delivered on, under, or in settlement
of such contract.

(6) Provisions for tender in full, notice of
delivery date, and certificate of grade. Pro-
vide that all tenders of cotton under such
contract shall be the full number of bales
involved therein, except that such variations
of the number of bales may be permitted as
is necessary to bring the total weight of the
cotton tendered within the provisions of the
contract as to weight; that, on the fifth busi-

basis
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ness day prior to delivery, the person making
the tender shall give to the person receiving
the same written notice of the date of de-
livery, and that, on or prior to the date s0
fixed for delivery, and in advance of final
settlement of the contract, the person mak-
ing the tender shall furnish to the person
receiving the same a written notice or certifi-
cate stating the grade of each individual bale
to be delivered and, by means of marks or
numbers, identifying each bale with its
grade.

(7) Provision for tender and settlement
in accordance with Government classifica~-
tion. Provide that all tenders of cotton and
settlements therefor under such contract
shall be in accordance with the classification
thereof made under the regulations of the
Secretary of Agriculture by such officer or
officers of the Government as shall be desig-
nated for the purpose, and the costs of such
classification shall be fixed, assessed, col-
lected, and paid as provided in such regula-
tions. All moneys collected as such costs
may be used as a revolving fund for carrying
out the purposes of this paragraph. The
Secretary of Agriculture is authorized to pre-
scribe regulations for carrying out the pur-
poses of this paragraph, and the certificates
of the officers of the Government as to the
classification of any cotton for the purposes
of this paragraph shall be accepted in the
courts of the United States in all suits be-
tween the parties to such contract, or their
privies, as prima facie evidence of the true
classification of the cotton involved.

(b) Incorporation of conditions in con-
tracts. The provisions of subsection (&) (3),
(4), (6), (6), and (7) shall be deemed fully
incorporated into any such contract if there
be written or printed thereon, or on the
memoranda evidencing the same, at or prior
to the time the same is signed, the phrase
“Subject to Internal Revenue Code, section
4863."

(¢) Delivery allowances. For the purpose
of this section, the differences above or be-
low the contract price which the receiver
shall pay for cotton of grades above or below
the basis grade in the settlement of a con-
tract of sale for the future delivery of cotton
shall be determined by the actual commercial
differences in value thereof upon the sixth
business day prior to the day fixed, in accord-
ance with subsection (a) (6), for the delivery
of cotton on the contract, established by the
sale of spot cotton in the spot markets of
not less than five places designated for the
purpose from time to time by the Secretary
of Agriculture, as such values were estab-
lished by the sales of spot cotton, in such
designated five or more markets: Provided,
That for the purpose of this subsection such
values in the sald spot markets be based upon
the standards for grades of cotton estab-
lished by the Secretary of Agriculture: And
provided furthér, That whenever the value
of one grade is to be determined from the
sale or sales of spot cotton of another grade
or grades, such value shall be fixed in accord-
ance with rules and regulations which shall
be prescribed for the purpose by the Secretary
of Agriculture,

[Sec. 4863 as originally enacted*and in effect
July 1, 1960}

§ 45.4863—-1 Exemption of basis grade
contracts, tendered grade contracts,
and specific grade contracts.

(a) In general. The tax imposed
under section 4851 shall not apply to
contracts of sale of specific cotton for
future delivery made at, on, or in any
exchange, board of trade, or similar in-
stitution or place of business which meet
the requirements, and are made in com-
pliance with the conditions, of section
4863, 4864, or 4865.

RULES AND REGULATIONS

(b) Exchange rules and other matters
not to affect contracts exempt from tax
under section 4863, 4864, or 4865. No
contract shall be deemed to comply with
the conditions of section 4863, 4864, or
4865 so as to exempt it from taxation
if it contains or incorporates therein by
reference or otherwise any provision or
any by-law, rule, or custom of any ex-
change, board of trade, or similar in-
stitution or place of business, which is
inconsistent or in conflict with any re-
quirement of section 4863, 4864, or 4865,
as the case may be, nor if the parties
enter into any collateral or additional
agreement or understanding, either
verbal or written, respecting the subject
matter of such contract which is incon-
sistent or in conflict with any require-
ment of said sections,

(¢)- Provisions deemed inconsistent
and in conflict with requirements. Any
such provision, by-law, rule, custom,
agreement, or understanding which in
any manner takes away or impairs the
right of the person obligated to deliver
cotton, to tender any cotton which is of
or within the grades, of the quality, and
of the length of staple deliverable under
a contract made in compliance with sec-
tion 4863, 4864, or 4865; or which takes
away or impairs his right to prepare for
himself, or to have prepared by anyone
at his direction, the written notice or
certificate stating the grade of cotton
pursuant to section 4863, or which takes
away or impairs the right of either party
to submit a dispute as to the classifica-
tion of the cotton tendered to the Secre-
tary of Asgriculture, under a contract
subject to section 4863 or 4864; or which
contains any device, afrangement, or
agreement for the adjustment of the
price of the grade or grades of cotton
tendered under a contract subject to
section 4864, other than the basis grade
specified in the contract, by any “fixed
difference” system, or by arbitration,
shall be deemed inconsistent and in con-
flict with the requirements of such sec-
tions, as the case may be.

(d) Disputes as to classification to be
referred to Secretary of Agriculture.
Contracts subject to sections 4863 and
4864, shall provide that, in case a dispute
arises between the person making the
tender and the person receiving the same
as to the classification of any cotton
tendered under the contract, either party
may refer the question of the true classi-
fication of the cotton to the Secretary of
Agriculture for determination, and that
such dispute shall be referred and deter-
mined, and the cost thereof fixed, as-
sessed, collected and paid in such manner
and in accordance with such rules and
regulations as may be prescribed by the
Secretary of Agriculture.

§ 45.4864 Statutory provisions; tend-

ered grade contracts.

Sec. 4864, Tendered grade coniracts—(a)
Conditions, No tax shall be imposed under
this subchapter on any contract of sale men-
tioned in section 4851(a) if the contract—

(1) Compliance with section 4863. Com-=-
ply with all the terms and conditions of sec-
tion 4863 not inconsistent with this section;
and

(2) Provision for contingent specific per-
jormanece. Provide that, in case cotton of
grade or grades other than the basls grade

specified in the contract shall be tendered |y
performance of the contract, the parties 1o
such contract may agree, at the time of the
tender, as to the price of the grade or grades
so tendered, and that if they shall not they
agree as to such price, then, and In tha
event, the buyer of said contract shall hays
the right to demand the specific fulfillment
of such contract by the actual delivery of
cotton of the basis grade named therein and
at the price specified for such basis grade
in sald contract.

(b) Incorporation of conditions in con-
tract. Contracts made in compliance with
this section shall be known as “Section 4884
Contracts.” The provisions of this section
shall be deemed fully incorporated into any
such contract if there be written or printed
thereon, or on the memorandum evidencing
the same, at or prior to the time the same
is signed, the phrase “Subject to Internal
Revenue Code, section 4864."

(c) Application of section. Nothing in
this section shall be so construed as to re
lieve from the tax imposed by section 4851(a)
any contract in which, or in the settlement
of or in respect to which, any device or
arrangement whatever is resorted to, or any
agreement is made, for the determination
or adjustment of the price of the grade or
grades tendered other than the basis grade
specified in the contract by any “fixed differ-
ence” system, or by arbitration, or by any
other method not provided for by this
subchapter.

[Sec. 4864 as originally enacted and in effect
July 1, 1960]

§ 45.4864—-1 Exemption of
grade contracts.

For regulations with respect to the ex-
emption of tendered grade contracts, see
the applicable provisions of § 45.4863-1

§ 45.4865 Statutory provisions; specific
grade contracts.

Sec. 4865. Specific grade contracts—(8)
Conditions. No tax shall be imposed undet
this subchapter on any contract of sale men-
tioned in section 4851 (a) if the contract com-
ply with each of the following conditions:

(1) Conformity with rules and regulations.
Conform to the rules and regulations made
pursuant to this subchapter.

(2) Specification of grade, price, dates of
sale and delivery. Specify the grade, type.
sample, or description of the cotton involved
in the contract, the price per pound at which
such cotton is contracted to be bought of
sold, the date of the purchase or sale, and
the time when shipment or delivery of such
cotton is to be made.

(3) Prohibition of delivery of other thon
specified grade. Provide that cotton of Of
within the grade or of the type, or according
to the sample or description, specified in the
contract shall be delivered thereunder, 80
that no cotton which does not conform tothi
type, sample, or description, or which 15 0o
of or within the grade specified in the con
tract shall be tendered or delivered there
under.

(4) Provision for specific perfor "‘“"g’j
Provide that the delivery of cotton under i
contract shall not be effected by m%mm
“get-off” or “ring” settlement, but only by -
actual transfer of the specified cotton m
tioned in the contract. 3 e

(b) Incorporation of conditions )
tract. The provisions of subsection (ﬂtﬂo.'
(3), and (4) shall be deemed fully lg:“ b
rated into any such contract if © P
written or printed thereon, or OB the
ment or memorandum evidencing 1';5 i
at or prior to the time the snme&1 eventé
into, the words “Subject 10 Intern

tendered

Code, section 4865." ton
tion. This P
(c) Application Of SCCLL 0 qny con

shall not be construed t0 app:
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tract of sale made in compliance with section
4863 or 4864.
gec, 4865 as originally enacted and in effect
July 1, 1960]

545,4865—1 Exemption
grade contracts.
For regulations with respect to the ex-
emption of specific grade contracts, see
the applicable provisions of § 45.4863-1.

§454871 Statutory provisions; method
of payment.

S0, 4871, Method of payment. The tax
imposed by section 4851 (a) shall be pald
by means of stamps which shall be aflixed to
such contracts, or to the memoranda evi-
dencing the same, and canceled in compli-
ance with rules and regulations which shall
be prescribed by the Secretary or his delegate,
|8ec. 4871 &s originally enacted and in effect
July 1, 1860]

§45.4871-1 Method of payment.

{a) Stamps. Documentary stamps
issued under the internal revenue laws
shall be used for payment of the taxes
imposed by section 4851(a) and may be
obtained from (1) district directors and
other duly authorized officials; (2) post-
masters in all post offices of the first and
second classes and such post offices of
the third and fourth class as are located
in county seats; (3) designated deposi-
tarles of the United States; and (4) any
person who is duly appointed and acting
% agent of any State for the sale of
stock transfer stamps of such State, and
designated by the Secretary or his dele-
gate for the purpose,

(b) AMzing stamps. Stamps repre-
senting the tax due are to be affixed by
the seller, at the time of signing, to each
contract of sale of cotton for future
delivery mentioned in section 4851, or to
the memorandum evidencing the same,
unless the contract under the law and
regulations is not subject to tax.

(¢) Canceling stamps. The person
using or affixing a stamp shall write or
stamp thereon with ink the initials of his
hame and the date, including the year,
o0 which the same shall be attached or
Used, or shall, by cutting and canceling
e stamps with a machine or punch,
which will affix the initials and date
aforesaid, so deface the stamp as to ren-
}ier i unfit for reuse. In addition to the

regoing, stamps of the value of 10
mt& Or more shall have three parallel

SIons made by some sharp instru-
aﬁnt lengthwise through the stamp after

estamp has been attached to the doc-
umeng; Provided, This will not be re-
ot Where stamps are canceled by
methration. The cancellation by either
" od should not so deface the stamp

10 prevent its denomination and gen-

€58 from being readily determined.

$45.4872 Statutory provisions; eollec-
tion and enforcement,

“?B; 4:72. Collection and enforcement—
hlsu $ and regulations. The Secretary
mmdﬂegate Is authorized to make and
hmzate such rules ang regulations as
¥ %eem necessary to collect the tax
g ¥ this subchapter and otherwise
Ce 1ts provisions,

Records ang returns. Purther to ef-
orl;\g%ose of subsection (a), the Sec-
A elegate shall require all persons
thin its provisions to keep such

of specific
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records and statements of account, and may
require such persons to make such returns
verified under oath or otherwise, as will
fully and correctly disclose all transactions
mentioned in section 4851(a), including the
making, execution, settlement, and fulfill-
ment thereof; he may require all persons who
act in the capacity of a clearing house, clear-
ing association, or similar institution for
the purpose of clearing, settling, or adjusting
transactions mentioned in section 4851(a) to
keep such records and to make such returns
as will fully and correctly disclose all facts
In their possession relating to such trans-
actions.

(c) Employment of officers and employees.
The Secretary or his delegate may appoint
officers and employees to conduct the inspec-
tlon necessary to collect sald tax and other-
wise to enforce this subchapter and all rules
and regulations made by him in pursuance
hereof.

[Sec. 4872 as originally enacted and in effect

July 1, 1860]

§ 45.4872-1 Records of contracis of
sale of cotton for future delivery.

All persons who make contracts of
sale of cotton for future delivery at, on,
or in any exchange, board of trade, or
similar institution or place of business,
whether said contracts shall be cleared
and adjusted through a clearing associa-~
tion, or direct between seller and buyer,
or otherwise, shall keep a record thereof
showing:

(a) Name and address of contracting
person keeping record.

(b) Name and address of other party
to contract.

(e) Date contract was made.

(d) Quantity of cotton involved, in
bales or pounds.

(e) Time specified in contract for
delivery.

(f) Whether transaction is a purchase
or a sale.

(g) Whether the contraet is (1) a con-
tract subject to section 4863, (2) a con-
tract subject to section 4864, or (3) a
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contract subject to section 4865, and the
basis grade.

(h) Grade, type, sample, or desecrip-
tion of cotton, if not basis grade,

(i) Specified price per pound.

(j) Date of delivery or settlement.

(k) Method of actual fulfillment or
settlement.

(I) Amount of tax paid (or, if exempt,
so state).

§ 45.4872-2 Records to be kept by cot-

ton clearing associations,

All persons who act in the capacity of
a clearing house or clearing association
for the purpose of clearing, settling, or
adjusting transactions mentioned in sec-
tion 4851(a) shall keep a record thereof
showing:

(a) Name and address of clearing
house or clearing association keeping
record.

(b) Name and address of person for
whom contract is cleared.

(c) Date contract was made.

(d) Quantity of cotton involved, in
bales or pounds.

(e) Time specified in contract for de-
livery.

(f) Whether transaction is a purchase
or a sale.

(g) Whether the contract is (1) a con-
tract subject to section 4863, (2) a con-
tract subject to section 4864, or (3) a
contract subject to section 4865, and the
basis grade.

(h) Grade, type, sample, or desecrip-
tion of cotton, if not basis contract.

(i) Specified price per pound.

(j) Date of delivery or settlement,

(k) Method of actual fulfillment or
settlement.

§ 45.4872-3 Form of record.

(a) Forms prescribed. For the pur-
pose of uniformity and to enable the dis-
trict director to check readily such
information, the following forms of rec-
ord are prescribed:

Recorp No. 1—Contracts subject to Internal Revenue Code, section 4868

SR ek b s AL ey Sl LR e T D B T A ) e Y L delivery.
szg following transactions are made on the basis of middling and subject to section 4863, I.R.C., unless otherwise
stated:
Party or Reler- Settlement
Date | firm from | Address ence Bales * Price Cus- Tax, if
whom number ! omer ! any
| bought Date Method
.......... ’--..»--.---» B e T ----~»--.--“-..-..--->‘ B ] e T [ S ——
OBVERSE PAGE
..................................... Tl L T
(Name and address of firm keeping the record)
e e P S SO (e e S L v delivery.

8

f i
Tt:(ll) following transactions are made on the basis of middling and subject to section 4863, I.R.C., unless otherwise
tated:

Party or
Date firm to Address Refer- Bales *
whom ence
sold number !

Settlement
Price

|
|
| Date | Method

1 I
P e
desired.

ptional.
d in 100-bale lots to u line; 50 lines to the page; 100 may be printed in on each line, if so
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REcorD No. 2—Contracts subject to Internal Revenue Code, section 4864

Purchases for. ... nat

AL delivery,
The following trunsactions are made on the basis of grade specified and subject to section 4864, I R.C,, unless other-

wise stated:

P or Refer-
ﬂrmom ence Bales ?
whom

Bettlement ¥

OBVERSE PAGE

wise

........................................... delivery,

Bales Tor
Th:tgztlelgwing transactions are made on the basis of grade specified and subject to section 4864, LR, C., unless other-

Party or Refer-
firm to | Adderss | ence Bales ¥ Basls
whom number ! grade

Settlement *

Price Cus- Tax, if
tomer ! any

Method

1 Filling in of these columns optienal,
3 Transactl

ons can be entered in 100-bale lots to & line; 50 lines to the page; 100 may be printed in on each line if so

estred.
1 In case of sotual delivery, state whether basls grade or w'

hat grade 1s delivered.

REecorp No. 3—Contracts sabject to Internal Revenue Code, section 45865

The following transactions are made on the basis of grade,
1.R.C., unless otherwise stated:

type, sample, or description and subject to section 4865,

Bought from—

Date
" | Name | Address

Time of
ship- Tax pald
ment or | ref or if

The following transsetions are made on the basis of grade,
1.R.O., unless otherwise stated:

type, sample, or description and subjeet to section 4865,

Sold to—

Time of
ship- Delivery | Tax paid

ment or or if

delivery

The following contracts were cleared or adjusted for mem
sectlon 4863, LR.C.:

bers of the

Method of
settle-

Month of delivery
Oarried forward,
Name of member

Brought forward,
Contracts in 100-

Method of
settle-

Brought forward,

Carried forward,

Contracts in 100-

111 section 4864 contract or section 4865 contract, so state.

(b) Use of prescribed forms. The use
of Record No. 1 is required to give in-
formation regarding all contracts made
upon an exchange subject to section 4863,
unless otherwise stated; the use of Rec-
ord No. 2 is required to cover contracts
subject to section 4864, unless otherwise
stated; the use of Record No. 3 is re-

quired to cover contracts subject to sec-
tion 4865, unless otherwise stated; and
the use of Record No. 4 is required by
persons who act in the capacity of a
clearing house or clearing association
for the purpose of clearing, settling or
adjusting transactions mentioned in

‘section 4851. Record Nos. 1, 2, and 3

shall contain 50 lines to a page, ynjes
otherwise permitted by the Commjs.
sioner; and Record No. 4 shall contain 5
sufficient number of lines on one pag
to show all facts required to be discloseq
under subchapter D of chapter 39 of the
Code and this subpart unless otheryis
permitted by the Commissioner. Persons
who use such forms may incorporate ag.
ditional columns which would be of yg
to them, such columns to be placed in
such positions as not to interfere with
the continuity of the columns and head.-
ings prescribed. Such records will not
be supplied by the Internal Revenye
Service, but must be procured elsewhere.

§ 45.4872—4 Records to be kept in seps.
rate books and open for inspection.

(a) Records. All records required by
the regulations in this subpart shall be
kept in separate books, and not mized
with records of ether accounts or trans-
actions, and shall be open to inspection,
when demand is made therefor by officers
and agents of the Internal Revenue
Service. All entries therein must be in
writing, and the books preserved for &
period of not less than three years.

(b) Inspection by agents. Agenls
duly appointed by the Commissioner
shall have authority to examine the
books and records kept in pursuance to
§8§ 45.4872-1 to 45.4872-3, inclusive, and
may require the production of any other
books, papers, records, or statements of
account necessary to determine any lia-
bility to the tax imposed by section 4851,

§ 45.4872-5 Return to be made by per-
sons dealing in future contracts,

All persons who make contracts of sale
of cotton for future delivery at, on, orin
any exchange, board of trade, or sifi-
ilar institution or place of business
whether said contracts shall be cleared
and adjusted through a clearing associa-
tion, or direct between the seller and
buyer, or otherwise, shall render & It
turn, in letter form, to the district di-
rector for the district in which such
person’s principal place of business I
located. The return shall cover the
period of one calendar quarter,
filed on or before the last day of the
calendar month following the calendar
quarter for which it is made, and
be verified by a written declaration that
it is made under the penalties of perjury.
The return shall show the number
contracts brought forward from the pﬂt;
ceding quarter; the number of contrad
bought or sold; the number of bal'es
cotton involved in said contracts; .
month in which said cotton is to be
livered; the method of settlement of s
contract—i.e., whether by “ring e
rect,” “notice,” “actual delivery, b
fer” through & cotton-exchang® ¢
ing association, if any, or otherwise.t e
the number of contracts left open &
end of the quarter.

§ 45.4872—6 Returns 10 be ms
clearing associations.
¢ capacit

All persons who act in th
of a clearing house, clearing 88
or similar institution for th:eng DUTF““.
of clearing, settling or a»djustm51 Sl
actions mentioned in sectlon. o
render, in respect of such tr

de by
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s return, in letter form, to the district
director for the distriet in which such
association is located. The return shall
wover the period of one calendar quar-
wr, shall be filed on or before the last
day of the first calendar month fol-
Jowing the quarter for which it is made,
and shall be duly verified by the presi-
dent, vice-president, secretary, or treas-
wer of the association by a written
declaration that it is made under the
penalties of perjury. The return shall
show all facts in the possession of the
wsociation relating to such transac-
tions, including the number of contracts
bought or sold by each member of the
association; the number of bales involved
in said contracts; the month in which
aid cotton is to be delivered; the num-
ber of contracts cleared for each member
of the association; the method of settle-
ment of said contracts—i.e., whether by
“notice,” “set-off,” or by any other
method; also the monthly average clos-
ing price of cotton for each month dealt
in, named in said return.

§45.4872-7 Persons failing to make re-
turn, district director authorized 10 do
50.

If any person required to make the
rturn under the provision of section
4872(b) and the regulations in this sub-
part shall fail or refuse to make said
refurn within the time specified, then
the refurn shall be made by the district
director upon inspection of the books
and records of the person so required:
Provided, That the making of the return
by the district director shall not be con-
strued to relieve the person so required
from any penalty incurred by reason of
hisfailure to make such return.

§45.4873. Statutory provisions; liability
of principal for acts of agent.

SEC, 4878, Liability of principal for acts of
ogent, When construing and enforcing the
provisions of this subchapter, the act, omis-
slon, or failure of any official, agent, or other
Person acting for or employed by any asso-

On, partnership, or corporation within
> 860pe of his employment or office shall, in

Very case, also be deemed the act, omission,
or fallure of such association, partnership, or
“rporation, s well as that of the person.

[8ec. 4873 as o
ginally enact;
July 1, 1960 ¥ enacted and in effect

540-4!_574 Statutory provisions; immu-
nity of witnesses,

S0, 4874, Immunity of witnesses, N
. No per-
;tgl r;;hose evidence is deemed material bypthe
o Prosecuting on hehalf of the United
i ¢ ma:ly case brought under any provi-
et 8 subchapter shall withhold his
e, Ny because of complicity by him in
olation of this subchapter or of any

E?ﬁ?i’;y‘?ﬁ:g pursuant to this subchap-
person
¥h0 testifias 1 e called by such officer

from prosecy case shall be exempt
tion for an
“timony rejages. ¥ offense to which his

[Sec. 487
Julyy, 19‘30&1s originally enacted and in effect
§454875 ¢
i Statute AR SR
lion of State h"'vys.proumon,‘ operas
SEc, 487 s
Psyment, osf Operation of State laws. The

iapter a0y tax imposed by this sub-
~ penaslltmn not exempt any person from
Povideq by OF punishment now or hereafter
tOcoZ\ tt;he laws of any State for enter-

acts of gale of cotton for future
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delivery, nor shall the payment of any tax
imposed by this subchapter be held to pro-
hibit any State or municipality from impos-
ing a tax on the same transaction.

[Sec. 4875 as originally enacted and in effect
July 1, 1960]

§ 45.4876 Statatory provisions; reports
of Secretary of Agriculture.

Sec. 4876. Reports of Secretary of Agri-
culture. The Secretary of Agriculture is di-
rected to publish from time to time the
results of investigations made in pursuance
of this subchapter.

[Sec. 4876 as originally enacted and in effect
July 1, 1960]

§ 45.4877 Statutory provisions:
references,

Sec. 4877. Cross references. For penalties
and other general and administrative pro-
visions applicable to this subchapter, see
subtitle F.

|Sec. 4877 as originally enacted and in effect
July 1, 1960}

§ 45.4877-1 Cross references.

(a) For penalties for offenses relating
to stamps, see § 45.7208.

(b) For penalties for unauthorized use
or sale of stamps, see § 45.7209.

(¢) For fines for failure to pay, or at-
tempt to evade payment of, tax on cotton
futures, and other violations, see § 45.-
7233.

(d) For penalties relating to cotton
futures, see § 45.7263.

(e) For other administrative provi-
sions relating to the tax imposed on cot-
ton futures, see Subpart L.

Subpart J—Silver Bullion

§ 45.4891 Siatutory provisions; imposi-
tion of tax.

Sec. 4891, Imposition of tar, There shall
be imposed on all transfers of any interest in
silver bullion, if the price for which such
interest is or is to be transferred exceeds the
total of the cost thereof and allowed ex-
penses, a tax of 50 percent of the amount
of such excess.

[Sec. 4881 as originally enacted and in effect
July 1, 1960]

§ 45.4891-1 Imposition of tax.

(a) Transfers subject to tax. The tax
applies to all transfers, within the scope
of the tax as set forth in § 45.4896-1, of
any interest in silver bullion, if the price
for which such interest is or is to be
transferred exceeds the cost thereof and
the allowed expenses, unless the trans-
fer is specifically exempted. As to
exempt transfers, see paragraph (¢) of
§ 45.4896-1,

(b) Tax in addition to other taxes.
The tax is in addition to all other taxes
under the internal revenue laws of the
United States.

(¢) Forward sales. The tax is not
payable twice on the same transaction;
that is, when the tax is paid upon an
agreement to sell, it is not again payable
upon the sale, delivery, or transfer in
fulfillment thereof.

(d) Switching transactions. A trans-
fer of an interest in silver bullion is tax-
able if a net profit is realized, even
though the transferor simultaneously
acquires another equivalent interest in
silver bullion for the same or a different
delivery.

Cross
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§ 45.4891-2 Rate and application of tax.

(a) Rate of tax. The tax is 50 percent
of the amount by which the price for
which the interest in silver bullion is
or is to be transferred exceeds the total
of the cost thereof plus the allowed ex-
penses. For definition of “cost”, see
paragraph (a) of § 45.4892-1.

(b) Price. The price for which an
interest in silver bullion is or is to be
transferred is the amount of money
and/or the market value of any property
other than money received or to be re-
ceived by the transferor, directly or in-
directly, in consideration of the transfer.

(¢) Ezxample. The following examples
illustrate the application of this section;

Ezxample (1). 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 then sells 500
ounces to D for an article worth §460. The
tax (if any) on this transfer is 50 percent
of the amount obtained by subtracting from
the sale price ($460, the value of the article),
the sum of the cost ($455), and the allowed
expenses as to the 500 ounces. B then con-
tracts in July to deliver to E in September
400 ounces for which E agrees to pay $368.
E assigns for #380 to F his rights to receive
the silver. This Is a transfer of an interest
in sllver bullion, the cost to the transferor
(E) being $368 and the sale price $380. The
tax on this transfer is 50 percent of the
amount by which the sale price to F ($380),
exceeds the sum of the cost to E ($368), and
allowed expenses, if any. Finally B delivers
the silver to F, The tax on this transaction
(made up of the agreement to sell to E and
the delivery to F) is measured by the sale
price (8368) less the aggregate of the cost
($364) and allowed expenses, if there were
any.

Ezample (2). R contracts in June 1961
to deliver to 8 in September 1,000 ounces of
silver at 92 cents an ounce, having previously
secured Q's agreement to deliver to him (R)
1,000 ounces in September at 91 cents an
ounce. In September R assigns to S the
contract of Q which 8 accepts in fulfillment
of R's contract and 8 pays R 810 and Q
$910. The assignment to 8 of the contract
between R and Q is a taxable transfer, and
the tax is measured by the sale price ($920)
less the cost to R ($910), and less allowed
expenses.

§ 45.4892 Siatutory provisions; defini-
tions,

Sec. 4802. Definitions. For 'the purpose
of this subchapter—

(1) Cost. The term “cost” means the cost
of the interest in silver bullion to the trans-
feror, except that—

(A) In case of silver bullion produced from
materials containing silver which has not
previously entered into industrial, commer-
cial, or monetary use, the cost to a trans-
feror who is the producer shall be deemed
to be the market price at the time of produc-
tion determined in accordance with regula-
tions issued hereunder;

(B) In the case of «an interest in silver
bullion acquired by the transferor otherwise
than for valuable consideration, the cost
shall be deemed to be the cost thereof to the
last previous transferor by whom it was ac-
quired for a valuable consideration; and

(C) In the case of any interest in silver
bullion acquired by the transferor in a wash
sale, the cost shall be deemed to be the cost
to him of the interest transferred by him in
such wash sale, but with proper adjustment,
in accordance with regulations under this
subchapter, when such interests are in silver
bullion for delivery at different times.




(2) Transfer. The term “transfer” means
a sale, agreement of sale, agreement to sell,
memorandum of sale or delivery of, or trans-
fer, whether made by assignment in blank
or by any delivery, or by any paper or agree-
ment or memorandum or any other evidence
of transfer or sale; or means to make a trans-
fer as so defined.

(8) Interest in silver bullion. The term
“interest in silver bullion” means any title
or claim to, or interest in, any silyer bullion
or contract therefor. ;

(4) Allowed ezpenses. The term “allowed
expenses” means usual and necessary ex-
penses actually incurred in holding, proc-
essing, or transporting the interest in silver
bullion as to which an interest is trans-
ferred (including storage, Iinsurance, and
transportation charges but not including
interest, taxes, or charges in the nature of
overhead), determined in accordance with
regulations issued hereunder.

(6) Memorandum. The term "memor-
andum” means a bill, memorandum, agree-
ment, or other evidence of a transfer.

(8) Wash sale. The term “wash sale”
means a transaction involving the transfer
of an interest in silver bullion and, within 30
days before or after such transfer, the
acquisition by the same person of an in-
terest in silver bullion. Only so much of
the interest so acquired as does not exceed
the interest so transferred, and only so
much of the interest so transferred as does
not exceed the interest so acquired, shall be
deemed to be included in the wash sale.

(7) Silver bullion. The term “sllver
bullion” means silver which has been melted,
smelted, or refined and is In such state or
condition that its value depends primarily
upon the silver content and not upon its
form.

[Sec. 4892 as originally enacted and in effect
July 1, 10860]

§ 45.4892-1 Definitions.

(a) Cost—(1) In general. Except as
otherwise specifically provided in this
paragraph, the cost of an inferest in
silver bullion is the amount paid or
agreed to be paid therefor by the trans-
feror in money and/or the market value
of any property other than money ex-
changed or agreed to be exchanged by
him for such interest. In computing
such cost, the cost of the particular silver
bullion (or interest therein) transferred
must be used. When more than one lot
of silver bullion is acquired on the same
day, however, the cost of all lots of 1,000
ounces each, or less, may be averaged
and the average cost applied to such
lots. In the event that the transferor
elects to take advantage of any provi-
sions permitting the delivery in an ex-
empt transfer (see paragraph (c¢) of
§ 45.4896-1) of silver bullion in substi-
tution of other silver bullion eligible for
such delivery, the cost of the silver bul-
lion for which the substitution has been
made shall be deemed to be the cost of
the particular silver bullion so delivered.

(2) Silver bullion produced jfrom nat-
ural silver-bearing materials, etc. When
a producer of silver transfers silver bul-
lion produced by him from materials
containing silver which has not prior to
the transfer entered into industrial, com-
mercial, or monetary use, the cost to him
of such silver bullion shall be deemed
to be its market price at the time of pro-
duction (unless the producer shall have
elected otherwise under paragraph (f)
of § 45.4804-1). The time of production
is the time at which the last usual and
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necessary process of smelting or refining
prior to transfer is completed; or in the
event that silver bullion is delivered pur-
suant to a forward contract entered into
after the silver contained therein was
acquired by the transferor but before
the completion of the last usual and
necessary process of smelting or refining
thereof, the time of making of such
contract.

(3) Interest acquired by gift, bequest,
ete. If the transferor acquired the inter-
est in silver bullion otherwise than for
valuable consideration, he shall use, as
his cost, the cost of the last previous
transferor who acquired it for a valuable
consideration.

Ezample. If A buys silver bullion at a cost
of 90 cents an ounce and gives it to B, and B
dies and bequeaths 1t to C, who in turn trans-
fers it to D for 92 cents an ounce, C’s tax will
be based on the excess of his selling price
(92 cents) over the total of the cost to A
(90 cents) plus allowed expenses.

(4) Forward sales: In the case of a
forward sale, as defined in paragraph (k)
of this section, the agreement to sell is
a transfer, but the cost of the interest
transferred cannot be finally determined
until the eontract is closed out. If the
transferor delivers silver under the con-
tract, the cost to him of the silver de-
livered shall be used in determining the
taxability of the agreement and the
amount of the tax. In the case of a
“ring” settlement of forward contracts,
the cost to the transferor on each con-
tract so settled is deemed to be the price
he agreed to pay as transferee in his
other contract. Otherwise, (I) when the
contract is settled without delivery of
silver, upon a payment by the transferee,
the transferor shall use as his cost the
price on the basis of which settlement is
made; and (ii) when the contract is
settled upon a payment by the trans-
feror, the contract so settled is not itself
subject to tax, but the settlement is a
transfer subject to tax measured by the
amount so paid. In the latter case the
original transferee becomes the trans-
feror of an interest in silver bullion.

(b) Transfer. The term “transfer”
means any sale, agreement of sale,
agreement to sell, memorandum of sale
or delivery of, or transfer of an interest
in silver bullion whether made by as-
signment in blank or by any delivery, or
by any paper or agreement or memo-
randum or any other evidence of trans-
fer or sale, or means to make such
transfer, For regulations with respect
to the types of transfers of interest in
silver bullion which are subject to fax,
see § 45.4896-1.

(¢) Interest in silver bullion. The
term “interest in silver bullion” means
any title or claim to, or interest in, any
silver bullion or contract therefor.

(d) Allowed expenses. In determin-
ing the tax, the transferor may add to
his cost any usual and necessary ex-
pense, such as storage, insurance, and
transportation charges, actually incur-
red in holding, processing or transporf-
ing silver bullion with respect to which
an interest is transferred. Interest,
taxes, and charges in the nature of over-
head may not be included in the allowed
expenses. In the case of silver bullion

produced from materials con
silver which has not previously entereq
into industrial, commercial, or mone.
tary use, the producer-transferor mgy
include in allowed expenses only ey.
penses actually incurred subsequent g
the last usual and necessary process of
smelting or refining of the particular
silver bullion transferred. If the cost to
the transferor is deemed to be the cost
to a previous fransferor (see paragraph
(a) (3) of this section), the allowed ex-
penses may include those incurred with
respect to the silver bullion or interest
therein in question since the acquisition
by such previous transferor. The al-
lowed expenses may in no case be es-
timated, but must be subject to definite
proof as expenses actually incurred,

(e) Memorandum. The term “memo-
randum” means a bill, memorandum,
agreement, or other evidence of a trans-
fer of an interest in silver bullion. (See
§ 45.4895-5.)

(f) Silver bullion. Ores, concentrates,
and the like, containing silver which has
not been melted, smelted, or refined are
not silver bullion, whatever their siiver
content. Material containing silver
which has been melted, smelted, or re-
fined, and of which the silver content is
not less than 250 troy ounces of fine
silver per short ton is silver bullion
Thus, bar silver or crystal silver is silver
bullion; as also, is the silver contained
in dore, zinc erust, slimes, lead bullion,
blister copper, ete., except that materi-
als containing ‘ess than 250 troy ounces
of fine silver per short ton are not silver
bullion. Fabricated silver (defined in
paragraph (g) of this section) of which
not more than 80 percent of the fotsl
value is attributable to the silver con-
tent is not silver bullion. Fabricated
silver in a form eustomarily sold for in-
dustrial, professional, or artistic use at 8
stated premium per fine troy ounce above
the current market value of commercisl
bar silver, is not silver bullion, if the cur-
rent market premium with respect to
such fabricated silver is 12 cents or more.
Scrap silver is silver bullion.

(g) Fabricated silver. The term
“fabricated silver” means silver whic
has in good faith and not for the pur-
pose of evading, or enabling others 10
evade the tax, been processed or manu-
factured into such a form that it has
one or more specific and customary i
dustrial, professional, or artistic Uses.

(h) Serap silper. The term scrép
silver” includes silver sweepings,
fabricated silver or silver coin W e
no longer held for the purpose for wi .
it was processed, manufactured;
coined.

(i) Resident.

The term "residen:"
ineludes a domestic corporation or par

nership.
(j) Party to the transfer. The term

“party to the transfer” includes any per

son who by the :
acquires any ownership or i :
claim to the interest in silver
transferred. W
(k) Forward sale. The term forwt;{:
sale” means a so-called
counter contract”, or & confrac
silver bullion for spot or future
(1) Silver foreign ezchﬁnae- 28 10
“silver foreign exchange mea

elivery:
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exchange the fluctuations of which fol-
1w generally the fluctuations in the price

of silver.
§45.48‘)2—2 Expired provisions.

subparagraph (c) of paragraph (1)
and paragraph (6) of section 4892, relat-
ing to wash sales, have no application to
years as to which the Internal Revenue
Code of 1954 is effective.

§45.4893 Statutory provisions; liability
for tax.
8zo, 4803, Liability for taz. This tax im-
posed by this subchapter shall be pald by any
n who makes, slgns, 1ssues, or sells any
of the documents and instruments subject to
the tax imposed by this subchapter, or for
whose use or benefit the same are made,
signed, issued, or sold. The United States or
any sgency or instrumentality thereof shall
not be liable for the tax with respect to an
instrument to which 1t is a party, and afiixing
of stamps thereby shall not be deemed pay-
ment for the tax, which may be collected by
pssessment from any other party llable
therefar.

[8ec. 4893 as originally enacted and in effect
July 1, 1960]

§45.4893—-1 Liability for the tax.

(a) Ingeneral. Except as provided in
paragraphs (b) and (¢) of this section,
both parties to a transfer are responsible
for affixing stamps in the required
amount in payment of the tax imposed
by section 4891. Stamps shall be af-
fixed in accordance with the provisions
of §45.4805-1. 1In the case of a transfer
upon which the transferor claims that
no tax is due, he may affix a stamp of 1
cent in order to submit the same for
cancellation. 1If, at any time before the
expiration of the period of limitation,
tax is found to be due on a transfer on
Which no tax was paid, or if additional
fax is found to be due on a transfer, as-
sessment may be made against either the
trangferor or the transferee, except as
provided in paragraphs (b) and (¢) of
this section.

(b) After cancellation of stamps.
When stamps on any memorandum have
been cancelled as provided in § 45.4895-86,
the transferor and not the transferee
shall be liable ‘for any additional tax
found due or for any penalty with re-
fpect to the transfer in question.

©) Transfers to the United States
t vernment. In the case of taxable
ransfers to the United States Govern-
5;;& the transferor is liable for the tax,

ech shall be paid in accordance with
o {Jrovmons of section 4895 and the
exgelxln siions thereunder., For transfers
of Hps.g;éx_\lf.he tax, see paragraph (¢)

gg:: Lf'ability of agent or broker. An
transfm broker acting for a party to a

er is subject to penalties under
S%c:mn 7201 for delivering any silver bul-
or interest therein without the re-
i memorandum, or for delivering
uch memorandum without having

€ Proper stam fiix
s Ds affixed thereto, with
o oretxl';te tr?z evade or assist in the eva-

quirements of the law.
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Abatement or re

: fund. 'The
taul;y Or his delegate shall abate or re.
+ 1 BCcordance with regulations issued
No. 12—
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under this subchapter, such portion of any
tax Imposed by section 4891 as he finds to
be attributable to profits—

(1) Course of regular business. Realized
in the course of the transferor's regular busi-
ness of furnishing silver bullion for indus-
trial, professional, or artistlc use and—

(A) Not resulting from a change in the
market price of silver bullion, or

(B) Offset by contemporaneous losses in-
curred in transactions in interests in silver
bullion determined, in accordance with such
regulations, to have been specifically related
hedging transactions; or

(2) Silver foreign ezchange. Offset by
contemporaneous losses attributable to
changes in the market price of silver bullion
and incurred in transactions in silver foreign
exchange determined, In accordance with
such regulations, to have been hedged specif-
lcally by the interest In silver bullion
transferred.

[Sec. 4894 as originally enacted and in effect
July 1, 1960]

§ 45.4894—1 Abatement or refund of tax
attributable to profits realized in
course of regular business.

(a) Transferors engaged in business of
Jurnishing silver bullion for industrial,
professional, or artistic use—(1) Gen-
eral. Section 4894 provides for the
abatement or refund of so much of the
tax imposed by section 4891 as is found
by the district director fo be attributable
to profits realized in the course of the
transferor’s regular business of furnish-
ing silver bullion for industrial, profes-
sional, or artistic use, to the extent that
such profits (1) do not result from
changes in the market price of silver
bullion or (ii) are offset by contempo-
raneous losses incurred in transactions
in interests in silver bullion determined
in accordance with the regulations in
this part to be specifically related hedg-
ing transactions.

(2) Registration requirement. The
abatement or refund provided in sub-
paragraph (1) of this paragraph is avail-
able only to a transferor regularly
engaged in the business of furnishing sil-
ver bullion for industrial, professional, or
artistic use who has obtained from the
district director a certificate of registra-
tion on Form 1A (Silver), and with re-
spect to. transactions in the regular
course of that business. The district
director shall issue such certificate upon
application on Form 1 (Silver) if satis-
fled that the applicant is regularly en-
gaged in the business specified, The
provision for abatement or refund does
not apply fo transfers by a person not
registered and regularly engaged in the
business specified, regardless of the pur-
pose for which the silver bullion so trans-
ferred is to be used. Abatement or re-
fund under subdivisions (i) and (ii) of
subparagraph (1) of this paragraph may
be allowed with respect to the same
transfer.

(b) Profits not resulting from change
in market price. The amount of profit
not resulting from a change in the mar-
ket price of silver bullion shall be de-
termined by subtracting from the net
profit the amount attributable to a
change in the market price of silver bul-
lion. For purposes of this subpart, the
term “net profit” means gross profit less
the allowed expenses. (“Allowed ex-
penses” are deemed to be incurred in the
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course of the transferor's regular busi-
ness.)

(e) Profits atiributable to change in
market price. The amount of profit at-
tributable to a change in the market
price of .silver bullion means the rise, if
any, in the market price of an interest in
silver bullion equivalent to the interest
transferred, during the time the interest
was held by the transferor. The interest
shall be deemed to have been held by the
transferor from the date of its acquisi-
tion (or of a prior contract for its ac-
quisition) to the date of the taxable
transfer. The market price as of each
such date shall be deemed to be the
market price on that date of a similar
interest in silver bullion for delivery on
the date specified in the contract of
acquisition or the taxable transfer, as the
case may be. In all cases market prices
shall be,determined in accordance with
the prices in the nearest established ex-
change upon which interests in silver
bullion are dealt in, and the same ex-
change shall be used in determining
price as of both dates. In the absence
of transactions in an established ex-
change, the market quotations published
in the Mining and Engineering Journal,
a trade journal published in New York
City, may be used in determining price.
In the case of any transfer of an in-
terest in silver bullion in a form other
than that in which it is dealt in upon
an established exchange the market
value shall be determined on the basis of
the silver content of such silver bullion.
When the cost to a producer-transferor
is determined under paragraph (a)(2)
of §45.4892-1, the time of production
shall be deemed to be the date of acqui-
sition for purposes of this section.

(d) Profits offset by losses on hedging
iransactions. Specifically related hedg-
ing transactions are two or more trans-
actions entered into by the same person,
at least one of which has been entered
into by him for the purpose of offsetting
in whole or #n part, the profit or loss
which would. accrue to him upon the
other transaction or transactions as a
direct result of any change in the market
price of silver bullion. To the extent
that a net profit realized upon one or
more of a group of specifically related
hedging transactions, is offset by a con-
temporaneous loss upon any one or
more of the other specifically related
transactions, a transferor registered in
accordance with subparagraph (2) of
paragraph (a) of this section is entitled
to abatement or refund of the tax on
such profit; provided that the transfers
which constituted the hedge transactions
are specifically related to one or more
transfers made in the course of the
transferor’s regular business of furnish-
ing silver bullion for industrial, profes-
sional, or artistic use.

(e) When profits and losses are con-
temporaneous. The requirement that
the profit and loss, respectively, upon
specifically related hedging transactions
must be incurred contemporaneously,
means that the time between the realiza-
tion of the profit and the loss must be as
brief as is reasonably practicable under
the circumstances. For the purpose of
this requirement, a profit or loss may, in
& proper case, be deemed to be incurred
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at the time the contract is made al-
though pursuant to paragraph (a) (4) of
§ 45.4892-1 the profit may not be ascer-
tainable or the tax payable until the
contract is closed out.

(f) Hedges against sales from neces-
sary inventory—(1) Election in case of
changes in necessary inventory. In the
case of transfers of any interest in sil-
ver bullion made in the course of the
transferor’s regular business of smelt-
ing or refining silver or of furnishing
silver bullion for industrial, professional,
or artistic use, the transferor may elect
(in the manner provided in subpara-
graph (2) of this paragraph) to have:

(i) The cost of the interest in silver
bullion transferred; and

(ii) The amount of contemporaneous
losses incurred in specifically related
hedging transactions involving acqui-
sitions to be added to inventory

determined in accordance with this par-
agraph, and such election shall con-
stitute as to the transfers to which sub-
paragraph (4) of this paragraph applies
a waiver of any and all rights to have
such cost and the amount of such losses
determined in any other manner.

(2) Manner of making election—(i)
In general. Any person eligible for, and
desiring to obtain, the benefits of this
paragraph, shall file with the district
director, in accordance with the provi-
sions of §45.6091-2, an application on
Form 6 (Silver). The district director
shall, if satisfied that the applicant is
qualified, thereupon issue a certificate
on Form 7 (Silver) setting forth the find-
ings of the district director as to the
applicant’s business, the amount of his
necessary inventory, and the average of
the cost thereof determined in accord-
ance with paragraph (a) of § 45.4892-1,
and such certificate shall fix, until
amended by a subsequent certificate, the
amount of such inventory and the aver-
age cost thereof. The applicant may,
within 7 days of the issyance of such
certificate, file with the district director
an agreement on Form 8 (Silver) which
shall constitute the election above re-
ferred to. Failure to file the agreement
(Form 8 (Silver)) in proper form within
the required 7-day period (unless the
district director extends the period) shall
constitute an election not to obtain the
benefits of this paragraph, without
prejudice to the right to file application
at any time after 30 days.

(ii) Manner of amending certificate.
If the taxpayer at any time shows to the
satisfaction of the district director that
changes in his business have caused &
change in the amount of his necessary
inventory, he may make application for
the issuance of an amended certificate
and may specify the date as of which
he desires the amendment to be effective.
An amendment made under the provi-
sions of this subdivision may be retro-
active in a proper case. If satisfled that
the taxpayer is entitled to the amend-
ment, the district director shall issue an
amended certificate on Form 7 (Silver),
which shall become effective if the tax-
payer files a new agreement on Form 8
(Silver). In case of an increase of neces-
sary inventory the cost per ounce of the
necessary inventory as so increased shall
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be computed as the weighted average of
the cost per ounce of the necessary in-
ventory previously fixed and the cost per
ounce of the actual silver added thereto.
In case of a decrease of necessary in-
ventory the cost per ounce shall not be
affected thereby.

(iii) Effect of delivery to United States
mint. In case a transferor delivers to
a United States mint in an exempt trans-
fer pursuant to any Executive order (see
paragraph (¢) of § 45.4896-1) any silver
forming a part of the transferor's neces-
sary inventory, the transferor, after re-
placing the silver so transferred by other
silver not required to be delivered to a
United States mint, may make applica-
tion for the issuance of an amended cer-
tificate on Form 7 (Silver) in which the
average cost of the necessary inventory
shall be the weighted average of (a) the
cost of silver in his necessary inventory
not so delivered, and (b) the actual cost
of the silver acquired to replace silver
in his necessary inventory so delivered
to a United States mint.

(3) Definitions applicable to this
paragraph. As used in this paragraph
the term “necessary inventory” means
the amount of the necessary inventory
stated in the certificate issued under sub-
paragraph (2) of this paragraph; the
term “average cost of the necessary in-
ventory”’ means the average of the cost
of the silver in the necessary inventory
as stated in the certificate issued under
subparagraph (2) of this paragraph; and
the term “replacement silver” means sil-
ver taken into the necessary inventory to
replace silver transferred therefrom,
provided the replacement takes place
within 45 days before or after such
transfer.

(4) Special rules applicable to this
paragraph—(i) Basis of cost. Upon
every transfer by a transferor who holds
a certificate on Form 7 (Silver) and has
filed an agreement on Form 8 (Silver),
the cost shall be based upon the average
cost of the necessary inventory, except
that if replacement silver to replace the
interest so transferred is acquired at a
cost less than the average cost of the
necessary inventory, the actual cost of
such replacement silver shall be used as
the cost of the interest so transferred.

(ii) Determination of transfer. In
determining which transfers are trans-
fers from necessary inventory (so as to
enable the transferor to claim the benefit
of any offsetting loss on replacement
silver acquired within 45 days before or
after such transfer), due regard shall
be given, whenever the transferor's
actual inventory- exceeds his necessary
inventory, to the amount of such excess
and the period of its continuance, in re-
lation to the reasonable requirements of
his business. The burden shall be upon
the transferor to justify any such excess
continuously maintained for a period of
more than 45 days.

(5) Computation of cost of replace-
ment silver. The cost of replacement
silver shall be the actual purchase price
paid to the vendor, plus allowed ex-
penses, or in the case of replacement
silver taken from mines owned by the
transferor, the cost shall be the market
price of silver at the time of mining.
The loss incurred on replacement silver

may be offset against any profits resylt.
ing from transfers from necessare: uxlxi

-ventory. Such loss shall be determineq

by deducting from the cost of the ye.
placement silver the cost, as computeq
under subparagraph (4) of this parg.
graph, of the interest transferred from
necessary inventory. In lieu of adding
allowed expenses to the cost of replace-
ment silver, the transferor may add to
the cost the toll or similar charges de.
ducted from a purchase price, based
upon the market, in which case he ghall
not be entitled to abatement attributable
(under paragraph (b) of this section)
to profits taken into account in such
charges.

(6) Rules applicable to smelter and
refiner of silver. A transferor regularly
engaged in the business of smelting and
refining silver, in determining the
amount of replacement silver and the
time of acquisition thereof, may use
such estimated figures as are regularly
employed by him in preserving in good

faith and as nearly as may be practicable

a constant inventory. He may use as
the cost of replacement silver, where the
cost cannot practicably be determined
in any other manner, the market price
thereof at the time of acquisition; in
which case no allowed expenses and no
abatement on account of nonmarket
profits (under paragraph (b) of this
section) shall be claimed for any period
prior to the completion of the processing
of such silver. Any upward revision of
such an estimate of the amount of re-
placement silver acquired, on the basis
of which the transferor’s selling policy
is correspondingly revised, shall be
deemed an acquisition of further re-
placement silver and the amount and
cost thereof shall be determined as of
the date of the revision; and any such
downward revision shall constitute 8
shortage of replacement silver until the
amount, in fine troy ounces, of the short-
age has been made good. All dafa upon
which the estimates and revisions pro-
vided in this subparagraph are
shall be considered records of the tax-
payer within the meaning of § 45.4895-8.
(T) Rules applicable to foreign corpo-
rate subsidiary or affiliate. Silver owned
by a foreign corporation subsidiary toor
affiliated with the taxpayer may 8b the
option of the taxpayer (with the written
consent of such foreign corporation)
included in the inventory of the tax-
payer; in which case all transfers by
such foreign corporation shall be deem
to be transfers by the taxpayer, and 85
such shall be taxable to the taxpareh
and replacement silver acquired by Suas
foreign corporation shall be mcludegax .
replacement silver acquired by the ¥
payer, but transfers as between the 0
porations shall not be deemed ;1011011
transfers of interests in silver b i
within the meaning of “5'-4892dw
paragraph (b) of § 45.4892-1; A %
silver so transferred shall be deens‘em
have been acquired by the tra S
otherwise than for a valuable cons 0
tion, within the meaning of Dﬂrf;&
(a)(3) of §45.4892-1. .
include a foreign corporate subs
affiliate may be revoked by an ins
in writing signed by the taxpayg

andb&
such foreign corporation and Wl
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the district director, in accordance with
the provisions of § 45.6091-2, and shall
ne effective as of the close of the calendar

_ month in which it is filed. Any silver

sequired by such foreign corporation
ofter the effective date of the revocation
provided in the preceding sentence shall
not be deemed to be replacement silver.
1f, on the effective date of the revocation,
the amount of silver owned by such for-
¢ign corporation which formed a part of
the necesary inventory, does not exceed
the amount so owned by it at the time
of the election to include such foreign
corporation, transfers by the foreign cor-
poration after such revocation are tax-
able only in accordance with §§ 45.4891-1
and 45.4896-1; and if it does not exceed
the amount so owned by it at the time of
the election to include the foreign cor-
poration, the next succeeding transfers
aggregating the amount of such excess
shall be deemed to be transfers from the
inventory of the taxpayer and as such
shall be taxable to the taxpayer. In de-
termining such amounts, transfers be-
tween the taxpayer and the foreign
corporate subsidiary or affiliate, whether
for spot or future delivery, shall be con-
sidered as transfers, but the cost of silver
80 transferred shall be determined in
accordance with paragraph (a) of
§45.4892-1, :

§45.4894-2 Abatement or refund of tax
attributable to profits realized in con-
nection with transactions in silver
foreign exchange.

(8) Hedging transactions in silver
foreign exzchange—(1) In general.
Claim for abatement or refund may be
made of so much of the tax imposed by
section 4891 as is offset by a contempo-
raneous loss (i) attributable to a change
in the market price of silver bullion and
(i) incwrred in a transaction in silver
foreign exchange specifically hedged by
the interest in silver bullion transferred.
See paragraph (1) of § 45.4892-1 for def-
inition of silver foreign exchange.

(2) Rules applicable—() When profit
anfl loss are contemporaneous. The re-
qurement that the profit upon the
transfer of an interest in silver bullion
must be contemporaneous with the loss
upon the silyer foreign exchange con-

o6 means that the time between the
realization of the profit and the loss
must be as brief as is reasonably practi-
cable under the circumstances.

. ’(lﬂé When interest in silver bullion is
2 g ge. A transaction in silver foreign
;c ange is deemed to have been hedged
0 t::l mtergst in silver bullion when such
3 Test is involved in the fulfillment or
cﬁau;dation of a contract to sell or pur-
entee silver bullion which contract was
greigl1 1gto for the purpose of offset-
loss'wh'“hhme or in part, the profit or
ity Ich would accrue to the same
. on the transaction in silver for-
exchange as a direct result of any

thange in the may >
eign exChange.maI ket price of silver for-

{) Groy
Operati
Sﬁver fi

b ping transactions in one

oo Two or more transactions in

i e(:lgn exchange may be grouped,

in siives bulmore transfers of interests
Y can be show:

of Wi to have formed a part
& single hedging operation., i

lion may bhe grouped, when
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(b) Elective procedure in case of in-
terrelated hedging operations—(1) Ap-
plication of subparagraph. The provi-
sions of this subparagraph shall apply
to a taxpayer who shall have so elected,
as provided in this paragraph, and who,
in the regular course of his business,
enters into a substantial number of
transactions in silver foreign exchange
for his own account and as a hedge,
from time to time, against his position
in such silver foreign exchange buys and
sells interest in silver bullion. The mak-
ing of such election shall constitute an
agreement to the determination of the
tax upon the profits of such business in
accordance with the provisions of this
subparagraph and a waiver of any claim
to have such tax determined in any other
manner. If a taxpayer engages in such
business and also in other business in-
volving the purchase and sale of inter-
ests in silver bullion not incident to his
hedging operations, he shall be entitled
to the benefits of this paragraph only
upon showing to the satisfaction of the
district director that his hedging trans-
actions in inferests in silver bullion are
so far segregated from his other trans-
actions in such interests, that a separate
return can be made with respect to such
hedging transactions as hereinafter pro-
vided in this paragraph, and that any
profits or transactions in interests in sil-
ver bullion nof a part of such hedging
transactions and not incidental thereto,
will not be included in such return, but
will be taxed under the other provisions
of this subpart. In case of such segre-
gation the taxpayer, by making the elec-
tion under this subparagraph, agrees
that any transfer of an interest in silver
bullion from one account to the other
shall be made at the market price for a
similar interest as of the date of such
transfer, and shall be treated as though
a similar interest had been sold in the
open market from one account and a
similar interest simultaneously pur-
chased in the open market for the other
account,

(2) Manner of making election. The
election provided in this paragraph shall
be made by filing with the district direc-
tor, in accordance with the provisions of
§ 45.6091-2, an application on Form 9
(Silver). The district director may re-
quire such further proof, in the form of
affidavits or otherwise, as he deems nee-
essary. If satisfied that the applicant

is entitled to the benefits of this sub--

paragraph the district director shall is-
sue to him a certificate on Form 10
(Silver).

" (3) Election may be revoked. The
election by the taxpayer may be revoked
as of the close of any calendar month
upon giving to the district director issu-
ing the certificate on Form 10 (Silver)
60 days’ written notice of intention to
revoke. The certificate may be revoked
by the district director upon written
notice to the taxpayer and opportunity
to be heard. Among other causes, the
certificate may be revoked for failure to
comply with the regulations in this
subpart.

(4) Memorandum to be filed in case of
election. Upon any transfer of an inter-
est in silver bullion by & taxpayer hold-
ing a certificate on Form 10 (Silver),
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which transfer constitutes a part of his
hedging operations or transactions inci-
dental thereto, he shall deliver a memo-
randum in accordance with § 45.4895-5
(omitting, however, any statement of the
cost of the interest transferred, and any
computation of tax) and shall state
thereon, as a claim for abatement of the
entire amount of the tax which would
otherwise be payable, the fact that he
holds such certificate and that the trans-
fer constitutes a part of his hedging op-
erations. No claim for abatement on
Form 843 (Silver) need be attached. If
satisfied that the statements are frue,
the district director shall proceed in ac-
cordance with § 45.4895-6. Upon can-
cellation of a 1-cent stamp, if any (see
§ 45.4895-1), the transferee is relieved
of liability for any tax subsequently
found due, but the transferor remains
liable for the tax computed as herein-
after provided.

(5) Burden of proof. The burden shall
be upon the taxpayer to show, with re-
spect to any transfer of an interest in
silver bullion, that the transfer consti-
tuted a part of a hedging operation
against transactions in silver foreign ex-
change or constituted a transaction
properly incidental thereto. In deter-
mining what transactions in interests
in silver bullion are hedges against trans-
actions in silver foreign exchange or
transactions ineidental thereto, the tax-
payer shall include only transactions
within the following tolerances: The ex-
cess of the total long or short position
in interests in silver bullion and in sil-
ver foreign exchange over the total short
or long position shall not, for a period
of more than two consecutive business
days, be consistently greater than 20
percent of the lesser total, nor for any
period of more than 7 consecutive busi-
ness days consistently greater than 5 per-
cent, nor for any period of a calendar
month consistently greater than 1 per-
cent. In determining the excesses set
forth in the preceding sentence, the tax-
payer shall apply to each silver foreign
exchange the ratio to silver bullion which
is customarily applied in hedging opera-
tions against such silver foreign ex-
change. A taxpayer who is unable to
determine his actual position, by reason
of unavoidable delay in reporting trans-
actions by branch offices or agents, shall
be deemed to comply with the foregoing
tolerances if his estimated position com-
plies therewith, based on his usual vol-
ume of unreported transactions. To the
extent that a taxpayer may fail to com-
ply with either of the requirements of
this subparagraph, he shall not be en-
titled to the benefits of this subpara-
graph or to abatement under this section
with respect to transfers of interests in
silver bullion.

(6) Monthly return required. A tax-
payer who has been furnished a certifi-
cate on Form 10 (Silver) entitling him
to the benefits of this paragraph shall
file a return on Form 11 (Silver) for each
calendar month, -including therein all
transactions in interests in silver bullion
during the month constituting + part of
his hedging operations or transactions
incidental thereto. Such returns shall
be filed with the district director, in ac-
cordance with the provisions of § 45.-
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6091-2, on or before the 15th day of the
succeeding calendar month, except that
a return filed by a taxpayer’s branch
office in a foreign country shall be filed
on or before the 15th day of the second
succeeding month. The total tax shown
on the return shall be paid to the district
director at the time the return is filed.

(1) Records to be kept. The taxpayer
shall keep the records required by
§ 45.4895-8, and shall also retain and
make available for inspection for a like
period of time records of all transactions
in silver foreign exchange.

(8) Conditions for-filing Form 11A
(Silver). A taxpayer may treat a part
only of his transactions in silver foreign
exchange as hedged by his transactions
in interests in silver bullion; in which
event such part only of his transactions
in silver foreign exchange shall be in-
cluded in the schedules on Form 11A
(Silver). The taxpayer shall execute an
affidavit on the same day on which any
interest in silver bullion is either pur-
chased or sold or on the succeeding day.
Such affidavit shall refer to such pur-
chase or sale, stating that it is executed
on the same or succeeding day, and shall
describe the transactions in silver bul-
lion thereby hedged with sufficient pre-
cision to avoid the possibility of later
substitution. The affidavit shall be an-
nexed to the return (Form 11 (Silver))
for the month in which the purchase or
sale was made.

(9) Ezxception on account of foreign
branch offices. A taxpayer having
branch offices in foreign countries may
exclude from his return on Form 11 (Sil-
ver) transactions in interests in silver
bullion effected by or for the account of
such branch offices: Provided, That he
designates the branch offices concerned:
and Provided, That the accounts of each
such branch office be kept entirely sep-
arate: and Provided, That each transfer
of an interest in silver bullion by such
branch office either be reported by a sep-
arate memorandum pursuant to
§ 45.4895-5, or be included in a return to
be filed by any such branch office pursu-
ant to this paragraph. The taxpayer,
in designating the branch offices con-
cerned, shall specify which method is to
be followed. Such designation and such
specification may be changed as of the
close of any month.

(10) Computation of the tax. The tax
shall be computed as follows:

(i) The cost of a net long position or
the price of a net short position in inter-
ests in silver bullion as of the opening
of the month shall be the total cost or
the total price (less allowed expenses),
as the case may be, of the most recent
purchases or sales of interests in silver
bullion aggregating in the troy ounces
the amount of such net position. Allowed
expenses incurred prior to the effective
date of the taxpayer’s election under
this paragraph, in connection with in-
terests in silver bullion constituting his
net long position, if any, on such effec-
tive date, may be added to the cost
thereof.

(ii) All purchases of interests in silver
bullion during the month shall be re-
ported, together with the aggregate cost
thereof; and there shall be added thereto
the net long position at the opening of
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the month, if any, at the cost thereof.
All transfers of such interests during the
month shall be reported, together with
the aggregate price received therefor
(less allowed expenses) ; and there shall
be added thereto the net short position
at the opening of the month, if any, at
the price thereof.

(iii) To the extent of the smaller of
the two aggregates in subdivision (ii) of
this subparagraph, determined in fine
troy ounces, all transactions shall be
deemed to be transactions completed
within the month, and the opening net
position shall be deemed to have been
liquidated during the month, and profit
or loss thereon shall be deemed to have
been realized during the month: To the
extent that one of such aggregates ex-
ceeds the other, such excess shall con-
stitute the net long or short position, as
the case may be, at the close of the
month; and the cost or price thereof
shall be determined in accordance with
subdivision (i) of this subparagraph.

(iv) The cost or price of such net
closing position shall be deducted from
the aggregate cost or price specified in
subdivision (ii) of this subparagraph and
the balance shall be treated as the cost
or price of the purchases or sales com-
pleted during the month. After making
such deduction, the excess of the aggre-
gate price, if any, over the aggregate
cost, is the profit for the month on trans-
actions in interests in silver bullion; and,
except as offset by losses in transactions
in silver foreign exchange, or by aggre-
gate net losses carried forward from pre-
vious months, as hereinafter provided,
is subject to tax at the rate of 50 percent.

(v) A purchase or sale for future de-
livery shall be included as a transaction
effected in the month when the contract
for such delivery is made. The cost or
price thereof is the contract price, with-
out adjustment for any difference in
market price between spot and future
silver.

(vi) Allowed expenses shall be re-
ported for the month during which pay-
ments are actually made, and shall be
deducted from the aggregate selling
price for that month.

(vii) In case the taxpayer has posi-
tions in interests in silver bullion in more
than one market during the month, the
cost or price of his opening net positions
may be determined separately, and sepa-
rate schedules attached to the return for
the transactions during the month in the
various markets, and the net profit or
loss on all such schedules shown as the
net profit or loss for the month nn trans-
actions in interests in silver bullion.

(viii) There shall be attached to the
return a separate schedule on Form 11A
(Silver) for each silver foreign exchange
(see paragraph (1) of §45.4892-1 for
definition) in which the taxpayer had a
position at any time during the month.
The net profit or loss, and the cost or
price of the net position at the opening
and at the close of the month shall be
computed for each such exchange in the
same manner as in the case of interests
in silver bullion, except that no allowed
expenses shall be included.

(ix) The aggregate net profit or loss
for the month is the difference between
the total of the net profits and the total

of the net losses shown on the retym
and on the annexed schedules.

(x) An aggregate net loss for the
month may be carried forward ang ap-
plied against an aggregate net profit {or
the succeeding month, and any amount
thereof not so applied may be applied
against an aggregate net profit for the
second succeeding month. No aggregate
net loss for a month shall be carried
forward more than 2 months,

(xi) The taxable profit for the month
is the aggregate net profit minus any
aggregate net loss carried forward from
either or both of the 2 preceding months
in accordance with subdivision (x) of
this subparagraph; or the profit for the
month on transactions in interests in
silver bullion, whichever is less.

§45.4894-3 Procedure; abatement of

tax paid by stamps on memorandum,

(a) Preparation of Form 843 (Silver),
When the tax on any transfer paid by
stamps affixed to the memorandum re-
quired by § 45.4895-5 is subject to abate-
ment or refund under section 4894 and
this subpart, a claim for abatement on
Form 843 (Silver) may be prepared in
duplicate, in accordance with § 45.4894-T,
The original of the claim (Form 843
(Silver) ) shall be attached to the dupli-
cate of the memorandum and filed with
the district director, in accordance with
the provisions of § 45.6091-2. The du-
plicate shall be attached to the stamped
memorandum and the procedure out-
lined in §§ 45.4895 and 45.4896 shall be
observed.

(b) Marking and stamping memoran-
dum in case of claim. The memorandum
shall be marked “claim in abatement
filed herewith” and shall show the
amount of tax abatement of which s
claimed. Stamps need be affixed only
for the balance of the tax, but if the
district director has any reason to doubt
the correctness of the claim for abale-
ment, he may refuse to cancel the stamps
until he is satisfied of the correctness of
the claim or until the necessary addi-
tional stamps are affixed. The burden
of proof is upon the person making the
claim to establish definitely every fack
upon which it depends.

§ 45.4894—4 Procedure; abatement of

tax shown on return.

When all or any part of the tax ghownt
on any return required by the provisions
of § 45.4895-7 is subject to abatement 0F
refund under section 4894 and this sub-
part, there may be filed with the returnd
a claim for abatement on Form i
(Silver) for each such transfer. S\:h ;
form shall be filed in duplicate and N
form of the procedure seb forthThe
§ 45.4894-3 shall be observed. >
amount of the tax abatement of W e
is claimed shall be deducted from ;
total tax shown on the return, an%ﬁy
ment of the balance, if any, Sh895—7
made in accordance Wwith § 45.4890-1

§ 45.4894-5 Disallowance of claim.

If any claim for abatement isaﬁ.
allowed, in whole or in part 2119
tional tax found due must be D A
transferee is not liable for addll;lonwmch
on transfers with respect 10
stamps have been canceled.
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§45.4894-6 Claim for refund.

When tax which has been paid on any
iransfer is subject to refund under sec-
yon 4894 and this subpart, 2 claim for
wefund in duplicate, on Form 843, may be
gled by the person who paid the tax.
The claim shall be filed with the district
director who canceled the stamps, or to
whom the tax was paid. The claim must
pe filed within 3 years from the date of
payment of the tax.

£45.4894-7 Form of claim.

Each claim must be made on the pre-
wribed form and must state in detail
ull the facts necessary to establish its
worrectness. Each claim must contain
4 written declaration that it is made
uder the penalties of perjury. (See
1§ 45.6065 and 45.6065-1.)

§454895 Statutory provisions; stamps,
memorandum, etc,

gzc, 4805, Stamps—(a) Afizing of stamps.
On every transfer subject to the tax imposed
by section 4891, there shall be made and
delivered by the transferor to the trans-
feree & memorandum to which there shall
be affixed lawful stamps in value equal to the
tx thereon,

(b) Memorandum. Every such memo-
mndum shall show the date thereof, the
names and addresses of the transferor and
fansferee, the Interest In silver bullion to
which it refers, the price for which such
Interest i8 or is to be transferred, and the
cost, thereof and the allowed expenses.

(¢) Cancellation of stamps. Stamps af-
fixed under this section shall be canceled
(In lieu of the manner provided in subtitle
F) by such officers and in such manner as
regulations under this subchapter shall pre-
fribe, Such officers shall cancel such
stamps only if it appears that the proper
tax Is being pald, and, when stamps with
Tespect to any transfer are so canceled, the
trinsferor and not the transferee shall be
lisble for any additional tax found due or
penalty with respect to such transfer.

[Sec. 4895 as originally enacted and in effect
July 1, 1860]

§45.4895-1 Affixing of stamps.

If & transfer, described in paragraph
18) of § 45.4891-1, evidenced by a mem-
orandum as described in § 45.4895-5 or
thown on a return as provided by
§45.4895-17, is taxable, stamps in value
tual to the amount of the tax shall be
:th!d to the original of the memoran-
Um or return bhefore delivery to the
489‘r)_seree. except as provided in § 45.-
50 If no tax is due, a one-cent
omp May be affixed for the purpose of
tJEmlning a cancellation for the pro-
ilmxjon of the transferee. The person
Writeng the stamps shall immediately
R Or stamp in ink on the stamps, or
b OSate them, to show his initials and
&ﬂixeday' month, and year on which

§45'4895-2 Silver tax stamps issued.

Under guthorit
2 ¥y conferred upon the
m:rfgﬁﬁ lor his delegate in section 6801
mb’:‘redi g adhesive stamps have been
Cumentary sta -
th mps, overprinted b
e..‘?"vecrnment with the words “Sflver
B ooty 8ent. 2 cents, 3 cents, 4 cents,
; O cents, 10 cents, 20 cents, 25
) ‘é' 3409;15&3. 50 cents, 80 cents, $1,
”00"500'.“’0.00310. $20, $30, $50, $60,
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§ 45.4895-3 Where stamps may be pur-
chased and where requisition forms
for the purchase of stamps may be
obtained.

(a) Where stamps may be purchased.
Silver tax stamps for use in payment of
the tax imposed by section 4891 may be
purchased from district directors of
internal revenue.

(b) Requisitions. Requisitions for
the purchase of such stamps shall be
made on Form 9 (Silver). Copies of
the form may be obtained from any
district director.

§45.4895-4  Use of stamps.

Whenever feasible the tax imposed by
section 4891 shall be paid by the use of a
single stamp. If a stamp of the proper
denomination to pay the tax due on a
transfer is not readily available, the
smallest practical number of stamps
shall be used. A stamp affixed to an
instrument cannot lawfully be removed
therefrom and affixed to another instru-
ment requiring a stamp (see section
7208 (§ 45.7208), relating to penalties).
Ordinary postage stamps will not be ac-
cepted for the payment of this or any
internal revenue tax.

§ 45.4895-5 Memorandum of transfer.

(a) Data to be supplied in memoran-
dum. On every transfer of an interest
in silver bullion, whether or not subject
to tax, the transferor shall, except as
provided in paragraph (¢) of this sec-
tion and §45.4895-7, deliver to the
transferee a memorandum on Form 2
(Silver), in duplicate, showing:

(1) The date of the memorandum
and the date of the transfer covered

thereby.

(2) The name and address of the
transferor.

(3) The name and address of the
transferee.

(4) The interest in silver bullion

which is or is to be transferred.

(5) The date and manner of acquisi-
tion (or production when that is the
basic date),

(6) The price for which such interest
is or is to be transferred.

(7) The cost of such interest. The
facts upon which the cost is based shall
be stated in detail.

(8) . The allowed expenses,
itemized.

(b) Verification. For rules relating to
verification of documents generally, see
§§ 45.6065 and 45.6065-1.

(¢) Exceptions. (1) No memorandum
of transfer is required when serap silver
is transferred, in lots not exceeding in
the aggregate 300 fine troy ounces with-
in any 10-day period, to any registered
jeweler, silversmith, refiner, or other
person regularly engaged in the business
of furnishing silver for industrial, pro-
fessional or artistic use.

(2) No memorandum of transfer is re-
quired from a transfer of material which
was not considered to be silver bullion by
reason of its processed form and/or sil-
ver content when originally purchased
by such transferor for use, when and if
he returns such material in whole or in
part to any registered dealer or refiner
regularly engaged in the business of fur-
nishing silver for industrial, professional,

if any,
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or artistic use, for credit or for the pur-
pose of refining or reprocessing, provided
the refining or reprocessing charge is
equal to or in excess of the rise, if any,
in the market price of silver bullion dur-
ing the time the material was held, and
further provided, the material returned
in accordance with the provisions of this
subparagraph is identified as the same
material in whole or in part as the mate-
rial originally purchased.

(d) Delivery of memorandum to the
district director. (1) Except as provided
in subparagraph (2) of this paragraph,
the memorandum, in duplicate, shall be
delivered to the district director within
30 days from the date of the transfer.
The 30-day period runs from the date on
which the agreement to sell is made.
In the case of a forward sale the memo-
randum shall be delivered to the district
director within 30 days from the date of
delivery of the interest in fulfillment
thereof. If a forward contract is settled
without delivery of the interest, the
memorandum shall be delivered within
30 days from such settlement.

(2) In the case of transfers outside
of the United States, the memorandum,
in duplicate, together with the amount
of the tax, shall be mailed within the
applicable 30-day period to the district
director, for the affixing and cancella-
tion of stamps.

(3) For regulations relating to the
place for filing the memorandum, see
§ 45.6091-2,

§45.4895-6 Action of district director;
cancellation of stamps.

(a) Method of cancellation. Upon re-
ceipt of the memorandum in duplicate,
if no stamps are affixed, the distriet di-
rector shall, if satisfied that no tax is
due, write or stamp on the original, or
perforate it, to show his name and the
date, and return the original to the per-
son from whom received. If stamps are
affixed, he shall, if satisfied that the
stamps represent the proper amount of
tax (or that no tax is due, in case the
stamp is of the value of 1 cent), cancel
the stamps by writing or stamping on the
stamps in ink, or perforating them, to
show his name and the date, and return
the stamped memorandum to the person
from whom received. In every case the
district director shall retain the dupli-
cate, noting thereon the date of receipt
by him and the amount of stamps, if any,
affixed to the original.

(b) Investigation prior to cancellation.
The district director may, before cancel-
ling the stamps or returning an un-
stamped original, in addition to the ex-
amination of the memorandum, make
such investigation and require such in-
formation as he deems necessary to
satisfy him that the memorandum is true
and complete in every respect and that
no additional tax is due.

§ 45.4895-7 Payment by producers and
registered dealers.

In the case of any transfer (a) by a
producer of an interest in silver bullion
produced by him from materials con-
taining silver which has not previously
entered into industrial, commercial, or
monetary use, or (b) by a person regis-
tered in accordance with paragraph (a)
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(2) of § 45.4894-1, of an interest in silver
bullion transferred to him in the regular
course of his business of furnishing silver
for industrial, professional, or artistic
use, the tax, if any, may, at the option
of the parties to the transfer, be paid by
the affixing of stamps to a return to be
filed with the district director on or
before the last day of the month follow-
ing the month in which the transfer is
completed. The return shall be made in
duplicate, on Form 3 (Silver), and shall
set forth all the facts enumerated in
paragraph (a) of §45.4895-5, with re-
spect to each such transfer for which no
memorandum in accordance with
§ 45.4895-5 is delivered to the transferee,
except that upon application and proper
showing to the district director he may
generally, or in individual cases, as he
deems appropriate, waive such of the
information as he determines to be un-
necessary. If abatement is claimed of
all or any part of the tax on any trans-
fer, the amount so claimed shall be
specified, and a claim for abatement,
prepared in accordance with paragraph
(i) of § 45.4894-1, shall be attached to
the return. The taxpayer shall affix to
the return, in the manner specified in
§8 45.4895-1 and 45.4895-4, stamps in
value equal to the total amount of tax
shown on the return less the total
amount of the claims for abatement. If
the district director is satisfied that the
stamps affixed to the return represent
the proper amount of tax, he shall cancel
the stamps as provided in § 45.4895-6,
return the original and one copy of each
claim for abatement to the taxpayer, and
retain the duplicate and one copy of
each claim. No memorandum in ac-
cordance with § 45.4895-5 is required for
any transfer included in a return under
this section, but the transferee remains
liable for any tax or additional tax
found due, until the stamps on the re-
turn are canceled. For regulations re-
lating to the place for filing the return,
see § 45.6091-2.

§ 45.4895-8 Records.

Each party to every transfer of an in-
terest in silver bullion within the scope
of section 4891 shall keep an accurate and
complete record of every such transfer
whether taxable or not. The record of a
transferee shall be so kept that on a sub-
sequent transfer the actual cost to him
of the particular interest transferred can
be determined. Such records, and the
memorandum delivered to the transferee,
shall be retained for a period of at least
3 years from the date the tax became
due, and must be available for inspection
at all times by internal revenue officers.
The books of every person liable to the
tax shall be open for inspection by Gov-
erment officers at all times.

§ 45.4896 Statutory provisions; applica-
bility of tax.

Src. 4896. Applicability—(a) Territorial
eztent. The provisions of this subchapter
shall extend to all transfers in the United
States of any interest in silver bullion, and
to all such transfers outside the United States
if either party thereto is a resident of the
United States or is a citizen of the United
States who has been a resident thereof within
3 months before the date of the transfer or

RULES AND REGULATIONS

if such silver bullion or Interest therein is
situated in the United States,

(b) Transfers to the United States Gov-
ernment. The provisions of this subchapter
shall extend to transfers to the United States
Government (the tax in such cases to be pay-
able by the transferor), but shall not extend
to transfers of silver bulllon by deposit or
delivery at a United States mint under
proclamation by the President or in compli-
ance with any Executive order issued pur-
suant to section 7 of the Silver Purchase Act
of 1934 (48 Stat. 1179; 81 U.S.C. 316a).

[Sec. 4896 as originally enacted and in effect
July 1, 1960]

§ 45.4896-1 Applicability of tax.

(a) Territorial extent. The tax im-
posed by section 4891 applies (1) to every
transfer in the United States of any in-
terest in silver bullion, and (2) to every
transfer outside the United States of any
such interest (i) if either party thereto
is a resident of the United States, or (ii)
if either party to the transfer is a citi-
zen of the United States who has been
a resident of the United States at any
time during the 3 months immediately
preceding the date of the transfer, or
(iii) if the silver bullion or interest
therein which is transferred is situated
in the United States at the time the
transfer is made or agreed to be made.

(b) Transfers to the United States
Government. Transfers of silver bullion
or any interest therein to the United
States Government are taxable except
as provided in paragraph (¢) of this
section. In case of transfers to the
United States Government the tax is
payable by the transferor.

(¢c) Exempt transfers. The tax does
not apply to transfers of silver bullion
by deposit or delivery at a United States
mint (1) in compliance with any Execu-
tive order issued pursuant to section 7
of the Silver Purchase Act of 1934 (48
Stat. 1179; 31 U.S.C. 316(a)), or (2) to
transfers by the United States Govern-
ment.

§ 45.4897 Statutory provisions;
references.

SEC. 4897. Cross references. For penalties
and other general and administrative pro-
visions applicable to this subchapter, see
subtitle F.

[Sec. 4897 as originally enacted and in effect
July 1, 1960]

§ 45.4897-1 Cross references.

(a) For penalties for offenses relating
tc stamps, see § 45.7208.

(b) For penalty for unauthorized use
or sale of stamps, see § 45.7209.

(¢) For penalties for other offenses re-
lating to stamps, see § 45.7271.

(d) For penalty for failure to register
as required by paragraph (a)(2) of
§ 45.4894-1, see § 45.7272.

(e) For other administrative provi-
sions relating to the tax imposed by sec-
tion 4891, see Subpart L of this part.

Subpart K—General Provisions Re-
lating to Occupational Taxes

Cross

§ 45.4901 Siatutory provisions; payment
of tax.

Sec. 4901. Payment of tax—(a) Condition
precedent to carrying on certain business.
No person shall be engaged in or carry on
any trade or business subject to the tax

.

imposed by section * * * 4461(2) [4461(s)
(2)] (coin-operated gaming devices), * + »
until he has pald the speclal tax therefo

(b) Computation. Al special taxes shy
be imposed as of on the first day of July iy
each year, or on commencing any trade g
business on which such tax is imposed, Iy
the former case the tax shall be reckoned
for 1 year, and in the latter case it shajl by
reckoned proportionately, from the first day
of the month In which the liability to 5
special tax commenced, to and including the
30th day of June following.

(¢) How paid—(1) Stamp. Al special
taxes imposed by law shall be paid by stamps
denoting the tax.

(2) Assessment. For authority of the
Secretary or his delegate to make assessments
where the special taxes have not been duly
paid by stamp at the time and in the man-
ner provided by law, see subtitle F,

[Sec. 4901 as originally enacted and in ef
fect July 1, 1960]

§ 45.4901-1 Payment of special tax,

(a) Condition precedent to carrying
on certain business. No person shall
maintain for use or permit the use
of, on any place or premises occupled
by him, a coin-operated amusement
or gaming device defined in section
4462(a) (2) (see paragraphs (b) and
(c) of §45.4462-1) until he has filed a
return on Form 11-B and paid the special
tax imposed by section 4461(a) (2). For
other requirements relating to special
taxes imposed by sections 4461, 447,
4821, and 4841, see §§45.7011 and
45.7011-1.

(b) Computation of special tax. The
tax year begins July 1, and ends June 0
of the following calendar year, Per
sons commencing business between Au-
gust 1 and June 30 (both dates inclusive)
shall pay a proportionate part of the
annual tax. The term ‘“commencing
business” in the case of a coin-operated
amusement and gaming device means
the initial maintenance for use on the
taxpayer’s premises of such a device.
Persons in business for only & portion
of a month are liable for tax for the
full month, i.e., & person first becoming
subject to a special tax on, for exampit
the 25th day of a month, is liable for
tax for the entire month. If the busi-
ness is discontinued prior to the end df
the taxable year, the liability 15 nok
thereby reduced.

(e) Tax payment evidenced by 0 5P
cial tax stamp. (1) Upon receipt of 8
return on Form 11 or Form 11-B,
gether with remittance of the
amount of tax due, the district director
will issue a special tax stamp, or stamps
as evidence of payment of the §
tax.
(2) District directors will disﬁmtg
write or print on the stamp before &
delivered or mailed to the taxpayer -
following information: (1) the taxpay
er's registered name, (i) the ‘business
address of the taxpayer, and (i) by
other information as is called for
the form.. Special tax stamps 8
transmitted by ordinali‘ay ;nall. unless
is requested that they be
registered or certified mail in which ¢asé
the additional cost to cover fees
remitted with the refurn. -

(3) District directors and thelf zﬂ:.
tion officers are forbidden to 1ss
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ceipts in lieu of stamps representing the
payment of special taxes.

(d) Cross references. For provisions
relating to Form 11 or Form 11-B, see
§45.6001-11 (relating to returns),
§45.6071-2 (relating to time for filing
refurns), § 45.6091-1 (relating to place
for filing returns), and paragraph (g)
of §45.6151-1 (relating to time and place
for paying tax shown on returns).

§45.4902 Statutory provisions; liability
of pariners,

8gc, 4002, Liability of pariners. Any num-
ber of persons doing business in copartner-
ship at any one place shall be required to
pay but one special tax.

[8ec. 4902 as originally enacted and in effect
July 1, 1960)

§45.4902-1 Partnership liability.

Any number of persons doing business
in copartnership shall be required to
pay but one special tax. The district
director may issue a special tax stamp to
& copartnership in a firm or trade name,
provided the names and addresses of all
members of the partnership are disclosed
on Form 11 or Form 11-B.

§45.4903 Statutory provisions; liability
in case of business in more than one
location.

Sec. 4903, Liability in case of business in
more than one location. The payment of the
special tax imposed * * * shall not exempt
from an additional special tax the 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; but nothing herein
tontained shall require a special tax for the
storage of goods, wares, or merchandise in
other places than the place of business, nor,
except as provided in this subtitle, for the
sale by manufacturers or producers of their
own goods, wares, and merchandise, at the
place of production or manufacture, and at
their principal office or place of business, pro-
vided no goods, wares, or merchandise shall
be kept except as samples at sald office or
place of business,

[Bec. 4908 as originally enacted and in effect
July 1, 1960)

§45.4903-1 Each place taxable.

Speglal tax shall be paid for each place
of business, except that a manufacturer
Who pays special tax for the place of pro-
duction may, without incurring addi-
tional lability, sell products of his own
mnnufactmq at his principal office or
Place of business, provided no products
other than samples are kept there.
§45.4904 St

4 atutory provisions; liability
in case

of different businesses of
Same ownership and loeation.

. u§f° 4904, Liadility in case of different

nesses of same ownership and location.
ocmt;never more than one of the pursuits or
cam]:gtions described in this subtitle are
pikiogy c;g In the same place by the same per-
iy f same time, except as otherwise
4, eanhms subtitle, the tax shall be
Pl‘escribed‘c according to the rates severally
[Sec, 4904 o5
July 1, 1080

§45.4904—1 Each business taxable.

Where more th
is conducteq an one taxable business
same aq dress,by the same person at the

special tax for each busi-

originally enacted and in effect
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ness must be paid. But as to manufac-
turers see section 4903 and the regula-
tions thereunder. (See also §§ 45.4821-2
and 45.4841-2.)

§ 45.4905 Statutory provisions; liability
in case of death or change of loca-
tion.

Sec. 4905, Liability in case of death or
change of location — (a) Requirements.
When any person who has paid the special
tax for any trade or business dies, his wife
or child, or executors or administrators or
other legal representatives, may occupy the
house or premises, and in like manner carry
on, for the residue of the term for which the
tax is paid, the same trade or business as the
deceased before carried on, in the same house
and upon the same premises, without the
payment of any additional tax. When any
person removes from the house or premises
for which any trade or- business was taxed
to any other place, he may carry on the trade
or business specified in the register kept in
the office of the official in charge of the
internal revenue . district at the place to
which he removes, without the payment of
any additional tax: Provided, That all cases
of death, change, or removal, as aforesaid,
with the name of the successor to any
person deceased, or of the person making
such change or removal, shall be registered
with the Secretary or his delegate, under
regulations to be prescribed by the Secretary
or his delegate.

(b) Registration. (1) For registration in
case of * * * playing cards, * * * and
white phosphorus matches, see sections * * *
4455 * * *, and 4804(d), respectively.

(2) For other provisions relating to regis-
tration, see subtitle F.

[Sec. 4905 as originally enacted and in effect
July 1, 1960]

§ 45.4905-1 Change of ownership.

(a) Changes through death. When-
ever any person who has paid the special
tax imposed by section 4461, 4471, 4821
or 4841 dies, the surviving spouse or child,
or executor or administrator, or other
legal representative, may carry on such
business for the remainder of the term
for which such special tax has been paid
without any additional payment, subject
to the conditions hereinafter set forth.
If the surviving spouse or child, or
executor or administrator, or other legal
representative of the deceased taxpayer
continues the business, such person shall
within 30 days after the date of the death
of the taxpayer execute a return on Form
11 or Form 11-B, whichever is applicable.
Such return shall show the name of the
deceased taxpayer, together with all
other information required to be reported
thereon, and the stamp issued to such
taxpayer shall be submitted with the re-
turn for proper notation by the district
director.

(b) Changes jrom other causes. A
receiver or trustee in bankruptcy may
continue the business under the stamp
issued to the taxpayer at the place and
for the period for which the special tax
was paid. An assignee for the benefit
of creditors may continue business under
his assignor’s special tax stamp without
incurring additional special tax liability.
In cases such as set forth in this para-
graph the change shall be registered with
the district director in a manner similar
to that required by paragraph (a) of
this section.
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(¢) Changes in firm. When one or
more members of a firm or partnership
withdraw, the business may be continued
by the remaining partner or partners
under the same special tax stamp for the
remainder of the period for which the
stamp was issued to the firm or partner-
ship. The change, however, shall be
registered in the same manner as re-
quired in paragraph (a) of this section.
If new partners are taken into a firm,
the new firm so constituted may not
carry on business under the special tax
stamp of the old firm. The new firm
shall make a return on Form 11 or Form
11-B, whichever is applicable, and pay
the special tax imposed by the applicable
section (sections 4461, 4471, 4821 or 4841,
as the case may be) reckoned from the
first day of the month in which it be-
gan business, even though the name of
such firm be the same as that of the old.
If the members of a partnership, which
has paid the special tax, form a corpora-
tion to continue the business, a new
special tax stamp must be obtained in
the name of the corporation,

(d) Change in corporation. If a cor-
poration changes its name, no additional
tax is due, provided the change in name
is registered with the district director in
the manner required by paragraph (a)
of this section. An increase in the capi-
tal stock of a corporation does not create
a new special tax liability if the laws of
the State under which it is incorporated
permit such increase without the forma-
tion of a new corporation. A stockholder
in a corporation, who after its dissolu-
tion continues the business, incurs li-
ability for the special tax unless he al-
ready has a special tax stamp obtained
in respect of activities conducted as a
sole proprietor.

§ 45.4905-2 Change of address.

(a) Procedure by tarpayer. Whenever
a taxpayer changes his business address
to a location other than that specified
in his last return on Form 11 or Form
11-B, he shall, within 30 days after the
date of such change, register the change
with the district director from whom fhe
special tax stamp was purchased by filing
a new return, Form 11 or Form 11-B,
designated “Supplemental Return”, and
setting forth the new address and the
date of change. The taxpayer’s special
tax stamp shall accompany the supple-
mental return for proper notation by the
district director. As to liability in case
of failure to register a change of address
within 30 days, see § 45.4905-3.

(b) Procedure by district director—
(1) Removal within districi. When
registration of a change of address with-
in the same district is made by a tax-
payer in the manner specified in para-
graph (a) of this section, the distriet
director, if necessary, will enter on his
records the new address and the date
of change. If the information disclosed
on the supplemental return is such as
to require a change on the face of the
special tax stamp, the district director
will make the necessary change and re-
turn the stamp to the taxpayer for
posting as provided in § 45.6806.

(2) Removal to another district. In
case of removal of the taxpayer’'s place
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of business to another district, the dis-
trict director after noting the transfer
on his records, shall transmit the special
tax stamp to the district director for
the district to which such business was
removed. The latter will make proper
entry on his records, as in the case of
an original registration in his district,
correct the address on the stamp, if
necessary, and also note thereon his
name, title, date, and district, and then
forward the stamp to the taxpayer for
posting as provided in § 45.6806.

§ 45.4905-3 Liability for

register change.

A person succeeding to and carrying
on & business for which the special tax
has been paid, or a taxpayer who relo-
cates his business, without registering
the change as provided in §§ 45.4905-1
and 45.4905-2 will be liable to an addi-
tional tax and to the interest and addi-
tions to the tax prescribed in §§ 301.6601,
301.6601-1, 301.6651, and 301.6651-1 of
this chapter (Regulations on Procedure
and Administration).

§ 45.4906 Statutory provisions; applica-
tion of State laws.

Sec. 4008. Application of State laws. The
payment of any special tax imposed by this
subtitle for carrying on any trade or business
shall not be held to exempt any person from
any penalty or punishment provided by the
laws of any State for carrying on the same
within such State, or in any manner fo au-
thorize the commencement or continuance
of such trade or business contrary to the
laws of such State or in places prohibited
by municipal law; nor shall the payment of
any such tax be held to prohibit any State
from placing a duty or tax on the same
trade or business, for State or other purposes.

[Sec. 4906 as originally enacted and in effect
July 1, 1960]

§ 45.4906-1 State laws applicable.

Payment of special tax under Federal
law confers no right or privilege to con-
duct business contrary to State law. The
holder of a special-tax stamp issued by
the Federal Government may still be
punishable under a State law prohibit-
ing or regulating the manufacture or
sale of adulterated or process or reno-
vated butter. On the other hand, com-
pliance with State law affords no im-
munity under Federal law. Persons who
engage in business in violation of the
law of a State are, nevertheless, required
to pay special tax as imposed under the
internal revenue laws of the United
States.

§ 45.4907 Statutory provisions; Federal
agencies or instrumentalities.

Sec. 4907, Federal agencies or instrumen-
talities. Any speclal tax imposed by this
subtitle * * * shall apply to any agency or
instrumentality of the United States unless
such agency or instrumentality is granted by
statute a specific exemption from such tax.

[Sec. 4907 as originally enacted and In effect
July 1, 1960}

failure to

§ 45.4907-1 Federal agencies or instru-
mentalities.

Any agency or instrumentality of the
United States, such as an Army ex-
change, Navy exchange, etc., is liable to
a special tax unless granted by statute
a specific exemption therefrom.
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Subpart L—Administrative Provisions

§ 45.6001 Statutory provisions; notice
or regulations requiring records,
statements, and special returns.

Sec. 6001. Notice or regulations requiring
records, statements, and special returns,
Every person liable for any tax imposed by
this title, or for the collection thereof, shall
keep such records, render such statements,
make such returns, and comply with such
rules and regulations as the Secretary or his
delegate may from time to time prescribe.
Whenever in the judgment of the Secretary
or his delegate 1t is necessary, he may require
any person, by notice served upon such per-
son or by regulations, to make such returns,
render such statements, or keep such records,
as the Secretary or his delegate deems suffi-
clent to show whether or not such person is
liable for tax under this title.

[Sec. 6001 as originally enacted and in effect
July 1, 1960]

§ 45.6001-1

(a) Form of records. The records re-
quired by the regulations in this part
shall be kept accurately, but no particu-
lar form is required for keeping such
records. See, however, the requirements
in § 45.4804-10 (relating fto form for
daily record in the case of manufacturers
of white phosphorus matches) and
§§ 45.4872-1 to 45.4872-4, inclusive (re-
lating to records regarding sales of cot-
ton for future delivery). Such forms
and systems of accounting shall be used
as will enable the district director to
ascertain whether liability for tax is
incurred and, if so, the amount thereof.

(b) Copies- of returns, schedules, and
statements. Every person who is re-
quired, by the regulations in this part
or by instructions applicable to any form
prescribed thereunder, to keep any copy
of any return, schedule, statement, or
other document, shall keep such copy as
a part of his records.

(¢) Records of claimants. Any per-
son who, pursuant to the regulations in
this part, claims a refund, credit, or
abatement, shall keep a complete and
detailed record with respect to the tax,
interest, addition to the tax, additional
amount, or assessable penalty to which
the claim relates. Such record shall in-
clude any records required of the claim-
ant by paragraph (b) of this section and
by §8§45.6001-2 to 45.6001-5, inclusive,
which relate to the claim.

(d) Place and period for retention of
records. (1) All records required by the
regulations in this part shall be main-
tained, by the person required to keep
them, at one or more convenient and
safe locations accessible to internal reve-
nue officers, and shall at all times be
available for inspection by such officers.

(2) Except as otherwise provided in
the following sentence, every person re-
quired by the regulations in this part to
keep records in respect of a tax (whether
or not such person incurs liability for
such tax) shall retain such records for
at least three years after the due date
of such tax for the return period to
which the records relate, or the date
such tax is paid, whichever is the later,
The records of claimants required by
paragraph (¢) of this section shall be
retained for a period of at least three
years after the date the claim is filed.

Records in general.

(e) Microfilm reproductions. Gen-
eral books of account, such as cash
books, journals, voucher registers, ledg-
ers, etc, shall be maintained and pre-
served in their original form. However
microfilm reproductions of supporting
records of details, such as invoices
vouchers, production reports, sales rec-
ords, certificates, proofs of exportation,
ete., may be kept in lieu of the original
records provided the person required to
keep such records (1) retains such
microfilmed copies for the period speci-
fied in paragraph (d) of this section, (2)
provides adequate facilities for the pres-
ervation of such films and for the ready
inspection and location thereof, includ-
ing a projector for viewing such records
in the event inspection is necessary for
tax purposes, and (3) makes any trans-
cription which may be required of the
information contained on the microfilm.

§ 45.6001-2 Records required to be kept
by manufacturers of adulterated but.
ter, process or renovated butter, or
filled cheese.

(a) Manner of keeping. (1) A man-
ufacturer shall keep at his place of busi-
ness separate records of adulterated
butter, of process or renovated butter,
and of filled cheese. If the record is
kept as hereinafter prescribed in the
manufacturer’s own books or in other
convenient form no other record wil
be necessary. Care should be taken fo
exclude from the record any product
other than (i) adulterated butter, (D
process or renovated butter, (i) filled
cheese, and (lv) the materials or in-
gredients used in the manufacture of
each product.

(2) Entry shall be made not later than
the day following that on which each
transaction occurred. Quantities I¢-
ported shall be as indicated by the fax-
paid stamps affixed to the packages, ex-
cept that where the product is withdrawn
free of tax for export, or where the
product is returned to the factory, the
actual quantity will be recorded. A
fraction of a pound shall be accoun!
as a pound.

(b) Items. The record must show:

(1) The number of pounds of each
material or ingredient used in the pro-
duction of adulterated butter, process
or renovated butter, or filled cheese, and
the number of pounds of such materials
used for other purposes. "

(2) The number of pounds of eac

roduct produced.
o 3) Tr})e number of pounds in each lot
disposed of, the name of the consignee,
the address to which delivered, and the
date of shipment. 1ot

(4) The number of pounds in eachme
returned to the factc;ry, tl:ie rgﬁ;n; of &
person by whom returned,
from which returned, and the date of
receipt.

(5) The number of pounds I
disposed of as grease, dumped, or 0
wise destroyed. J

(6) The tyotal value of tax stamps pur
chased and used.

(¢) Transactions.
will apply: v

(1) g?zgzples. Sample packages °{_$§.
paid adulterated butter, process orxbuted
vated butter or filled cheese distr

eworked,
ther-
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tuitously shall be recorded in the

o as if the packages were

game manner

s0](‘?’..) Transfers to self. Where adulter-
ated butter, process or renovated butter,
or filled cheese is transferred by a manu-
tacturer to himself as a wholesale or re-
tail dealer, the transaction shall be re-
eorded in the same manner as & transfer
nother person.

w(as) Sales to chain stores. Where adul-
terated butter, process or renovated but-
ter, or filled cheese is shipped to one
person doing business at different places,
as in the case of chain stores, the deliv-
erles to each address shall be recorded
separately.

(4) Drop shipments., Where a manu-
facturer receives an order from one per-
son to ship adulterated butter, process
or renovated butter, or filled cheese to
another, the transaction shall be re-
corded in the name and address of the
consignee, followed by “ace’t of” and
the name and address of the person for
whose account the shipment was made.
A manufacturer shall not record con-
signments on orders in the names of
agents, solicitors, or other persons trans-
mitting an order for another party. (See
paragraph (c) (5) of § 45.4821-3 as to
liability of agents or brokers soliciting
orders for adulterated butter.)

§45.6001-3 Records required to be
kept by wholesale dealers in adulter-
ated butter,

(8) Manner of keeping. (1) A whole-
sale dealer shall keep at his place of
business records of transactions in

adulterated butter. If the record is kept

88 hereinafter prescribed in the dealer’s
own books or in other convenient form
1o other record will be necessary. Care
should be taken to exclude from the rec-
ord any product other than taxpaid and

branded adulterated butter.
(2) Entry shall be made not later than
the day_ following that on which the
action occurred. Quantities re-
ported shall be as indicated by the tax-
pald stamps affixed to the packages,
except that where goods are returned to
0r by the wholesaler the actual quantity
fhall be recorded. A fraction of a pound

be accounted as a pound.
u<b) Items. The record must show:
l) The number of pounds in each con-
Signment of adulterated butter received,
the name and address of the consignor,
ﬂn‘d the date of receipt.

. 2) The number of pounds in each lot
d of, the name of the consignee,

the address to which deli
eli
date of shipment, it b

{0) Transactions
Wi o ons.,
)(:) Samples. Sample packages of
: ispgald adulterated butter received and
w, esed of gratuitously shall be recorded
ity hsame manner as adulterated butter
: 20 Is purchased and sold.

)b Transfers to self. Where adulter-
dealerutt;elll Is transferred by a wholesale
o Imself as a retail dealer, the

¢tion shay] be recorded in the same

3 e;aals 8 sale to another person.
il tes to chain stores,

g ual ed butter is shipped to one per-

g business gt different places, as

No.12— g :
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in the case of chain stores, the deliveries
to each address shall be recorded sep-
arately.

(4) Drop shipments. A wholesale
dealer shall not record the receipt of
adulterated butter which he orders de-
livered direct to a third party. The
dealer’s connection with the transaction
shall be shown by the manufacturer as
provided in paragraph (¢) of § 45.6001-2.
Where a wholesale dealer receives an
order from one person to ship adulter-
ated butter to another, the transaction
shall be recorded in the name and ad-
dress of the consignee followed by “ace’t
of” and the name and address of the
person giving the order. A wholesale
dealer shall not record consignments in
the names of agents, solicitors, or other
persons transmitting orders for other
parties. (See paragraph (¢)(5) of
§ 45.4821-3 as to liability of agents.)

(5) Returned goods. Where adulter-
ated butter is returned by a customer to
a wholesale dealer the transaction shall
be recorded separately from other re-
ceipts, The sale of repossessed goods
shall be recorded with other disposals.
Adulterated butter returned by a whole-
sale dealer to the manufacturer or other
wholesale dealer from whom received
shall be recorded separately from other
disposals. (See paragraph (c)(6) of
§ 45.4821-3 as to resales.)

§ 45.6001-4 Records required to be
kept by wholesale dealers in" filled
cheese.

Every wholesale dealer in filled cheese
shall keep at his place of business a
daily record of (a) the number of pounds
in each consignment of filled cheese re-
ceived by him, giving the name and
address of the consignor and date of
receipt, and (b) the number of pounds
of filled cheese disposed of in each in-
stance, name of person to whom shipped
or delivered, date of shipment or de-
livery, and address to which sent.

§ 45.6001-5 Cross references.

(a) Manufacturers of white phos-
phorus matches. For record regquire-
ments, see § 45.4804-10.

(b) Cotton futures. For record re-
quirements relating to persons making,
clearing, settling or adjusting transac-
tions in contracts of sale of cotton for
future delivery, including cotton clear-
ing associations, see §§45.4872-1 to
45.4872-4, inclusive.

(¢) Silver bullion. For record require-
ments relating to transfers of interests
in silver bullion, see § 45.4895-8.

§ 45.6001-6 Returns in general.

(a) General rule. Every person sub-
jeet to any tax imposed by sections 4451,
4461, 4471, 4591, 4801, 4811, 4821, 4831,
4841, 4851, or 4891 shall make such re-
turns, statements, or memorandums as
are required by the regulations in this
part. The return, statement, or mem-
orandum shall include therein the in-
formation required by the applicable
regulations or forms.

(b) Use of prescribed forms. Except
as otherwise provided by the regulations
in this part, copies of the prescribed
forms will so far as possible be furnished
taxpayers by district directors. A tax-
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payer will not be excused from making
a return, however, by the fact that no
return form has been furnished to him,
Taxpayers not supplied with the proper
forms should make application therefor
to the district director in ample time to
have their returns prepared, verified,
and filed on or before the due date with -
the district director with whom such re-
turns are required to be filed.

(¢) Execution of returns. Each re-
turn required by the regulations in this
part, together with any preseribed copies
or supporting data, shall be filled in and
disposed of in accordance with the forms,
instructions, and regulations applicable
thereto. The return shall be carefully
prepared so as fully and accurately to
set forth the data required to be fur-
nished therein. Returns which have not
been so prepared will not be accepted as.
meeting the requirements of the regu-
lations in this part.

§ 45.6001-7 Inventories

manufacturers.

(a) Adulterated butter, process or
renovated butter, and filled cheese.
Every manufacturer of adulterated but-
ter, process or renovated butter, or filled
cheese must file with the district director
of internal revenue of the district in
which the factory is located a complete
and correct inventory, in letter form,
stating the quantity of each of the dif-
ferent kinds of materials used in the
manufacture of adulterated butter, proc-
ess or renovated butter, or filled cheese,
including all materials or products in
process of manufacture or partially
manufactured and the quantity of the
finished product, stamped and un-
stamped, and the value of attached and
unattached stamps held and owned by
him in said factory on the first day of
July of each year. An inventory -as
aforesaid must also be made and filed
with the district director at the time of
beginning business as a manufacturer,
and at the time of discontinuing such
business. Letters setting forth the in-
ventories as herein required must con-
tain a written declaration that the state-
ments made therein are made under the
penalties of perjury.

(b) White phosphorus matches. For
inventory requirements relating to white
phosphorus matches, see § 45.4804-9.

§ 45.6001-8 Quarterly return by manu-
. facturer or importer of playing
cards.

(a) Form 749. Every manufacturer or
importer of playing cards must furnish
to the distriet director for each calendar
quarter an accurate return on Form 749
of the following transactions in packs of
playing cards: The number on hand at
the beginning of the quarter; the num-
ber manufactured during the quarter;
the number removed tax-paid and for
export during the quarter; the number
on hand at the end of the quarter; and
the values of all stamps purchased and
used during the quarter.

(b) Return period. A return on Form
749 must be submitted for each calendar
quarter including the calendar quarter
in which the manufacturer or importer
ceases operations in respect of playing
cards, Any stock of playing cards on
hand when the business is discontinued

required of
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must be accounted for on quarterly re-
turns. The return for the last quarter
must be marked “Final return.”

§ 45.6001-9 Quarterly return by man-
ufacturer of adulterated butter,
process or renovated butter, or filled
cheese.

(a) Quarterly return, Form 216. Each
manufacturer of adulterated butter,
process or renovated butter, or filled
cheese shall furnish to the district direc-
tor for the district in which his factory
is located at the time provided by
§ 45.6071-1, for each calendar quarter of
the period of special-tax liability, an ac-
curate return, under the penalties of
perjury, on Forms 216 and 216a.

(b) Preparation and distribution of
copies. Quarterly returns should be pre-
pared from the manufacturer’'s records
and typewritten on Form 216, in dupli-
cate. The first page of the return should
be filled out as indicated on the form.
The original shall be forwarded to the
district director and the duplicate shall
be retained by the manufacturer at his
factory as a record and shall be available
for examination at any time by internal
revenue officers. In the execution of the
return, conformity with the special-tax
return and the special-tax stamp shall
be observed. If the special-tax return
and stamp show a trade name as well as
the real name of the proprietor, both
names shall also appear on the quarterly
returns, together with the identical ad-
dress of the premises as given on such
special-tax return and stamp.

(¢c) Separate returns. Returns re-
quired by this section shall be made
separately for each product.

(d) Supplemental sheets. Form 216a
is a supplemental sheet and shall be used
for reporting in detail disposals of new
stock and receipt and resale of stock
returned by customers. The entries
should be double spaced, as indicated
by the dotted lines on the sheet. Ap-
propriate headings should be set up in
capital letters in the center of the page.
Each page should be completely used
before beginning another page. The
order indicated in paragraphs (e) to
(n), inclusive, of this section should be
observed.

(e) Disposals during first quarter of
fiscal year or first quarter of commenc-
ing business. Disposals to wholesalers,
retailers, and consumers made in the
first quarter of each fiscal year, or the
quarter of commencing business, as the
case may be, shall be reported on sup-
plemental sheets, Form 216a, as follows:

(1) To wholesalers. Disposals to
wholesalers shall be listed under a head-
ing, Withdrawn Tax-Paid, Wholesale
Dealers, with the entries grouped in al-
phabetical order of (i) the names of
States and (i) the names of consignees
in each State group. State names
should be in capital letters centered on
the page at the head of each group,
and a line left above and below each
State subheading. The State name
should be omitted in entering the sev-
eral individual addresses since it will ap-
pear at the head of the group. Where a
wholesaler operates at more than one
place of business (whether or not within
the same State), a separate entry shall
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be made for each place of business of
such wholesaler to which consignments
are made during the quarter. The ag-
gregate quantity of adulterated butter,
process or renovated butter or filled
cheese consigned during the quarter to
each wholesaler at each place of busi-
ness shall be reported as provided for
by the form.

(2) To retailers and consumers. Fol-
lowing the listing of disposals to whole-
sale dealers the disposals to retailers
and consumers shall be listed under a
heading, Withdrawn Tax-Paid, Retailers
and Consumers, in the same manner as
specified in subparagraph (1) of this
paragraph with respect to wholesalers.

(f) Disposals during other quarters.
Disposals to wholesalers, retailers, and
consumers in each quarter other than
the first quarter of the fiscal year, or the
quarter of commencing business, shall
be reported on supplemental sheets,
Form 216a, as follows:

(1) To consignees listed on prior re-
turns of same fiscal year. The total
quantity of adulterated butter, process
or renovated butter, or filled cheese dis-
posed of during the quarter to all per-
sons, including wholesalers, retailers,
and consumers, listed on returns for
prior quarters of the same fiscal year,
shall be reported as a single amount
designated as “Disposed of to con-
signees listed on returns for previous
quarters of the same fiscal year.”

(2) To other consignees. Disposals
to wholesalers, retailers, and consumers
not listed on any return for a prior quar-
ter of the same fiscal year shall be re-
ported in detail in the manner pre-
seribed in paragraph (e) of this section.

(g) Registered names and addresses
required. Names and addresses shall be
entered as they appear on customers’
special-tax stamps. Where the shipping
address differs from the registered ad-
dress, the name of the shipping point, in
parentheses, should be entered with the
registered address. (See paragraph ()
of §454815(a)-1.) Surnames should
precede first names. County names
should be included in the addresses of
customers located in the States specified
at the head of Form 216a. This sub-
paragraph is not applicable in the case
of manufacturers of process or renovated
butter since the wholesalers and refail-
ers thereof do not obtain special-tax
stamps.

(h) Repeat shipments. Only the ag-
gregate quantity disposed of to each per-
son at one address during the quarter
shall be reported. Example: If 20 sales
of 10 pounds each were made, the name
of the purchaser and the address to
which delivered should be entered but
once with the total of 200 pounds.

(1) Chain store entries. Subject to
the provisions of paragraphs (e) and (f)
of this section, disposals to chain stores
shall be reported in alphabetical order
of the names of (1) the cities or towns
in which the stores are located and (2)
the streets on which situated. Numer-
ical order of street numbers should be
observed where more than one store is
located on the same street.

() Ezxportation. Under a heading,
Withdrawn Free of Tax for Export, there

shall be entered as to each foreign cop.
signment (1) date of invoice, (2) name
of consignee and place of consignment
and (3) quantity. The entries shaj] be
in the order prescribed in paragraph
(e) of this section for reporting disposals
to wholesale dealers, This paragraph
has no application in the case of process
or renovated butter or filled cheese, since
there is no provision for tax-free ex-
portation thereof.

(k) Returned goods. Under a head-
ing, Returned Goods, there shall he
shown in alphabetical order (1) the
name and address of each consignor,
and (2) the total quantity received dur-
ing the quarter from him. Only adulter-
ated butter, process or renovated butter,
or filled cheese of the manufacturer's
own production may be entered under
this heading. Such product received
from other manufacturers for rework-
ing shall be included in the total of re-
turned goods reworked as prescribed in
paragraph (m) of this section.

(1) Resales. Under the headings,
“Resales to wholesale dealers” and “Re-
sales to retailers and consumers”, entries
shall be made in the same manner as
disposals of new stock to such customers
as prescribed in paragraph (e) of this
section. (See paragraph (c)(6) of
§ 45.4821-3 as to resale of returned
goods.)

(m) Reworked or denatured. The
total quantity of any adulterated butter,
process or renovated butter, or filled
cheese not removed from the factory
but reworked or disposed of as grease
shall be reported in the credit column
of the summary of new stock. The total
quantity of returned goods reworked or
disposed of as grease shall be reported
in the credit column of the summary.
The combined totals of adulterated but-
ter, process or renovated butter, or filled
cheese reworked, as shown in the re-
spective summaries, shall be reported
under the heading, “Materials used
during month”, page 1, Form 216.

(n) Losses. Adulterated butter, proc-
ess or renovated butter, or filled cheesé
acidentally destroyed, lost in transit, of
unaccounted for shall be reported in
the credit column of the proper su-
mary and an appropriate explanation
inserted. »

(0) Summary. The quantities en-
tered under the respective headings 0
Form 216a shall be totaled and the
totals carried to the proper lines of the
summaries, page 1, Form 216. The a:é
tual balances of new stock and return &
goods on hand at the beginning &n
close of the quarter shall be entered in
the proper summary, which should bal&
ance. The quantities reported on ha”u
at the beginning of the quarter sha
agree with the quantities reported 0
hand at the close of the Prec
quarter. %

(p) Correcting entries. If alter “’;‘;‘
dering a return it is found that ang -
ceipts or disposals were o_mltw 3o
erroneously reported, correcting &%
shall be made on the retwn for
following quarter.

(q) Final return. If the busine® i
discontinued, the return for the g
in which business ceases ShO
marked “Final.”
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6001-10 Quarterly return by
i g‘l)n?)le.ﬂnle dealers in adulterated but-
ter or filled cheese.

(a) Quarterly return, Form 2814,
gach wholesale dealer in adulterated
putter or filled cheese shall furnish to
the district director for the district in
which his business is located at the time
provided by § 45.6071-1, for each calen-
dar quarter of the period of special-tax
liability, an accurate return, under the
penalties of perjury, on Forms 2814 and

a.
mtg) Preparation and distribution of
copies. Quarterly returns should be
prepared from the wholesale dealer's
records and typewritten on Form 2814,
in duplicate. The first page of the re-
turn should be filled out as indicated on
the form. The original shall be for-
warded to the district director and the
duplicate shall be retained. by the
wholesale dealer at his principal place
of business as a record and shall be
available for examination at any time
by internal revenue officers. In the ex-
ecution of the return, conformity with
the special-tax return and the special-
tax stamp shall be observed. If the
special-tax return and stamp show a
trade name as well as the real name of
the proprietor, both names shall also
appear on the quarterly returns, together
with the identical address of the prem-
m as given on such special-tax return
stamp.

(¢) Separate returns. Returns re-
quired by this section shall be made
separately for each product.

(d) Receipts—(1) During first quarter
of fgscal year or quarter of commencing
business. Under the heading, Adulter-
ated Butter (or Filled Cheese) Received
From Manufacturers and Wholesale
Dealers, page 1, Form 2814, each entry
shall show (1) the name and address of
each consignor, and (ii) the total quan-
tity received during the quarter from
him, Regardless of the number of con-
signments received during the quarter
from the same consignor, only a single
entry showing the aggregate of all such
tonsignments shall be made.

(2) During other quarters. Adulter-
sted butter or filled cheese received from
manufacturers and wholesale dealers in
each quarter other than the first quarter
of eac_h fiscal year, or the quarter of com-
glhealilcmli business, as the case may be,
follows: reported on Form 2814 as
lo:h From consignors listed on returns
Thel’{emous quarters of same fiscal year.
& ]otal quantity of adulterated butter
fach ured cheese received from all manu-
Wiur °r8 and wholesale dealers listed on

alns for prior quarters of the same
o vear, shall be reported as a single
conslnt des‘xgnated as “Received from
quartgnors listed on returns for previous
m)ers of the same fiscal year.”
ated b I;m’_” Other consignors. Adulter-
Yax uf‘;, tfl or filled cheese received from
ozg urers and wholesale dealers not
the sans aﬁ return for a prior quarter of
Getai] in scal year shall be reported in
Paragr he manner prescribed in sub-
o) pop (1) of this paragraph,

ror o L ed goods. - Adulterated but-

ed cheese returned by customers
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should not be entered in detail on re-
turns. Only the total quantity so re-
ceived during the quarter shall be re-
ported. The amount should be entered
in the debit column of the summary.

(f) Supplemental sheets. Form 2814a
is a supplemental sheet and shall be used
for reporting disposals in detail. The
entries should be double-spaced as indi-
cated by the dofted lines on the sheet.
Appropriate headings should be set up
in capital letters in the center of the
page., Each page should -be completely
used before beginning another page.
The order indicated in paragraphs (g)
to (m) of this section should be observed.

(g) Disposals during first quarter of
fiscal year or quarter of commencing
business. Disposals to wholesalers and
retailers and consumers in the first quar-
ter of each fiscal year, or the quarter of
commencing business, shall be reported
in full detail on supplemental sheets,
Form 2814a as follows:

(1) To wholesalers. Disposals to
wholesalers shall be listed under a head-
ing, Disposals to Wholesale Dealers, with
the entries grouped in alphabetical order
of (i) the names of States, and (ii) the
names of consignees in each State group.
State names should be in capital letters
centered on the page at the head of each
group, and a line left above and below
each State subheading. The State name
should be omitted in entering the several
individual addresses since it will appear
at the head of the group. Where a
wholesaler operates at more than one
place of business whether or not within
the same State, a separate entry shall
be made for each place of business of
such wholesaler to which consignments
are made during the quarter. The ag-
gregate quantity of adulterated butter
or filled cheese consigned during the
‘quarter to each wholesaler at each place
of business shall be reported as provided
for by the form.

(2) To retailers and consumers. Fol-
lowing the listing of disposals to whole~
sale dealers the disposals to retailers
and consumers shall be listed under a
heading, Disposals to Retailers and
Consumers, in the same manner as speci-
fied in subparagraph (1) of this para-
graph with respect to wholesalers,

(h) Disposals during other quarters.
Disposals to wholesalers, retailers, and
consumers in each quarter other than
the first quarter of the fiscal year, or the
quarter of commencing business, shall
be reported on supplemental sheets,
Form 2814a, as follows:

(1) To consignees listed on prior re-
turns of same fiscal year. The total
quantity of adulterated butter or filled
cheese disposed of during the quarter to
all persons, including wholesalers, re-
tailers, and consumers, listed on returns
for prior quarters of the same fiscal year,
shall be reported as a single amount des-
ignated as “Disposed of to consignees
listed on returns for previous months of
the same fiscal year.”

(2) To other consignees. Disposals to
wholesalers, retailers, and consumers not
listed on any return for a prior quarter
of the same fiscal year shall be reported
in detail in the manner prescribed in
paragraph (g) of this section.
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(1) Registered names and addresses
required. Names and addresses shall be
entered as they appear on customers’
special-tax stamps. Where the shipping
address differs from the registered ad-
dress, the name of the shipping point, in
parentheses, should be entered with the
registered address. (See paragraph (f)
of §45.4815(a)-1.) Surnames should
precede first names. County names
should be included in the addresses of
customers located in the States specified
at the head of Form 2814a.

(j) Repeat shipments. Only the ag-
gregate quantity disposed of to each
person at one address during the quarter
shall be reported. Example: If 20 sales
of 10 pounds each were made, the name
of the purchaser and the address to
which delivered should be entered but
once with the total of 200 pounds.

(k) Chain store entries. Subject to
the provisions of paragraphs (g) and
(h) of this section, disposals to chain
stores shall be reported in alphabetical
order of the names of (1) the cities or
towns in which the stores are located,
and (2) the streets on which situated.
Numerical order of street numbers
should be observed where more than one
store is.located on the same street,

(1) Goods returned or otherwise dis-
posed of. Under a heading, “Returned
to Shipper,” there shall be shown in al-
phabetical order (1) the name and ad-
dress of each consignor and (2) the total
quantity received during the month from
him. Similar entries, under appropriate
headings, shall be made for adulterated
butter or filled cheese disposed of as
grease, or for other inedible purposes, or
destroyed.

(m) Losses. Adulterated butter or
filled cheese accidentally destroyed, lost
in transit, or unaccounted for shall be
reported in the credit column of the
summary and an appropriate explana-
tion inserted.

(n) Swmmary. The quantities entered
under the respective headings on Form
2814a shall be totaled and the totals
carried to the proper lines of the sum-
maries, page 1, Form 2814. The actual
quantity on hand at the beginning and
close of the quarter shall be entered in
the summary, which should balance.
The quantity reported on hand at the
beginning of the quarter shall agree with
the quantity reported on hand at the
close of the preceding quarter.

(o) Correcting entries. If after rend-
ering a return it is found that any re-
ceipts or disposals were omifted or
erroneously reported, correcting entries
shall be made on the return for the
following quarter.

(p) Final return. If the business is
discontinued, the return for the quarter
in which business ceases should be
marked “Final.”

§ 45.6001-11 Returns relating to special
taxes.

(a) In general. Every person required
to pay a special tax imposed by section
4461 or 4471 shall make a return on
Form 11-B and every person required
to pay a special tax imposed by section
4821 or 4841 shall make a return on Form
11. Areturn on Form 11 or 11-B shall be
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made in accordance with the instruc-
tions applicable thereto.

(b) Separate returns. A separate re-
turn on the prescribed form shall be
made for each place of business in re-
spect of which a person incurs liability
for a special tax and if more than one
taxable business is conducted by the
same person at the same address, a
separate return shall be made by such
person in respect of each taxable busi-
ness conducted at such address. (See
§ 45.4903-1 which provides that special
tax shall be paid for each place of busi-
ness and § 45.4904-1 which provides that
special tax must be paid for each busi-
ness conducted at the same address.)

(¢c) Execution of returns, Form 11
and Form 11-B. In addition to the re-
quirements for the execution of re-
turns generally as set forth in para-
graph (¢) of §45.6001-6, it is required
that where the business is operated in
a trade name, both the real name of the
proprietor and the trade name shall be
used when executing Form 11 and Form
11-B,

§ 45.6001-12 Cross referenecs.

(a) Manufacturers of white phos-
phorus matches. For requirements for
quarterly returns, see § 45.4804-11.

(b) Cotton futures. For requirements
for quarterly returns by persons making,
clearing, settling, or adjusting transac-
tions in contracts of sale of cotton for
future delivery, including cotton clear-
ing associations, see §§45.4872-5 and
45.4872-6.

(¢) Silver bullion. For requirements
for memorandums and returns relating
to transfers of interests in silver bullion,
see §§ 45.4895-56 and 45.4895-17.

(d) Signing and verification. For pro-
visions relating to the signing of returns,
see §§ 45.6061 and 45.6061-1. For pro-
visions relating to the verifying of re-
turns, see §§ 45.6065 and 45.6065-1.

§ 45.6061 Statutory provisions; signing
of returns and other documents,

Sec. 6061. Signing of returns and other

documents. * * * any return, statement,
or other document required to be made
under any provision of the internal revenue
laws or regulations shall be signed in ac-
cordance with forms or regulations pre-
scribed by the Secretary or his delegate.

[Sec. 6081 as originally enacted and in effect
July 1, 1960]

§ 45.6061-1 Signing of returns
other documents.

and

Each return or other document re-
quired under the regulations in this sub-
part shall be signed by (a) the individual,
if the taxpayer is an individual; (b) the
president, vice president or other prin-
cipal officer, if the taxpayer is a corpo-
ration; (¢) a responsible and duly
authorized member or officer having
knowledge of its affairs, if the taxpayer
is a partnership or other unincorporated
organization; or (d) the fiduciary, if the
taxpayer is a trust or estate.. The return
may be executed by an agent in the name
of the taxpayer if an acceptable power
of attorney is filed with the district di-
rector and the return includes the total
liability of the taxpayer for the period
covered by the return.

RULES AND REGULATIONS

§ 45.6065 Statutory provisions; verifica-
tion of returns.

Sec. 6065. Verification of returns—(a)
Penalties of perjury. Except as otherwise
provided by the Secretary or his delegate, any
return, declaration, statement, or other
document required to be made under any
provision of the Internal revenue laws or
regulations shall contain or be verified by a
written declaration that it is made under the
penalties of perjury.

(b) Oath. The Secretary or his delegate
may by regulations require that any return,
statement, or other document required to
be made under any provision of the internal
revenue laws or regulations shall be verified
by an oath. This subsection shall not apply
to returns and declarations with respect fo
income taxes made by individuals.

[Sec. 6065 as originally enacted and in effect
July 1, 1960]

§ 45.6065-1 Verification of returns,

If a return, declaration, statement, or
other document made under the regula-
tions in this part is required by the reg-
ulations contained in this part, or the
form and instructions issued with respect
to such return, declaration, statement, or
other document, to contain or be verified
by a written declaration that it is made
under the penalties of perjury, such re-
turn, declaration, statement, or other
document shall be so verified by the per-
son signing it:

§ 45.6071 Statutory provisions; time for
filing returns and other documents,
Sec. 6071, Time jor filing returns and other
documents—(a) Geuneral rule. When not
otherwise provided for by this title, the Sec-
retary or his delegate shall by regulations
prescribe the time for filing any return, state-
ment, or other document required by this
title or by regulations.
(b) Special tazes. For payment of special
taxes before engaging in certain trades and
businesses, see section 4901 and * * *.

[Sec. 6071 as amended and in effect July 1,
1960]

§ 45.6071-1 Time for filing returns or
other documents,

(a) Returns or other documents. A
return required under §§ 45.6001-8 to
45.6001-10, inclusive, shall be filed on
or before the last day of the first calen-
dar month following the period for
which it is made. The inventories re-
quired by §45.6001-7 shall be filed
with the district director on the first day
of July of each year, or at the time of
commencing and at the time of conclud-
ing business, if before or after the first
day of July.

(b) Cross references—(1) Cotton fu-
tures—(i) Relurns to be made by per-
sons dealing in contracts of sale of cotton
for juture delivery. See § 45.4872-5 for
provisions relating to time for filing
returns.

(ii) Returns to be made by cotton
clearing associations. See § 45.4872-6
for provisions relating to time for filing
returns by persons who act in the capac-
ity of a clearing house, clearing associa-
tion, or similar institution for the pur-
pose of clearing, settling, or adjusting
contracts of sale of any cotton for future
delivery.

(2) Silver bullion. (i) For regulations
relating to time for filing memorandums
of transfer or monthly returns in the

case of transfers of interests in silyer bul-
lion, see paragraph (d) of § 45.4805-5
and § 45.4895-17, respectively.

(ii) For regulations relating to time
for filing returns on Form 11 (Silyer
and Form 11A (Silver), see paragraph
(b) of § 45.4894-2. -

§ 45.6071-2 Special taxes,

(a) Coin-operated gaming devices ye-
turn on Form 11-B. The first retum
required to be made on Form 11-B gha)
be filed, as provided in § 45.4901-1, ty
cover the period beginning with the first
day of the calendar month in which g
person engages in the trade or business
of maintaining for use or permitting the
use of, on any place or premises occu-
pied by him, a coin-operated gaming de-
vice and ending with the following June
30. Thereafter, each return required to
be made on Form 11-B shall be filed onor
before July 1 to cover a 1-year period
(beginning July 1 and ending June 30 of
the following calendar year) during
which the tax liability continues,

(b) Other special taxes. In the case
of persons liable for the special taxes im-
posed by sections 4461(a) (1) (relating
to coin-operated amusement devices),
4471 (relating to bowling alleys, billiard
and pool tables), 4821 (relating to adul-
terated butter and process or renovated
butter), and 4841 (relating to filled
cheese), the first return required to be
made on Form 11 or Form 11-B, as the
case may be, shall be filed before the last
day of the month in which the business
commences to cover the period beginning
with the first day of such month and
ending with the following June 30.
Thereafter, each return required to be
made on Form 11 or Form 11-B, as the
case may be, shall be filed on or before
the last day of July to cover a l-year
period (begining July 1 and ending June
30 of the following calendar year) during
which the tax liability continues.

§ 45.6071-3 Last day for filing.

For provisions relating to the time for
filing a return when the prescribed due
date falls on Saturday, Sunday, oral
holiday, see § 301.7503-1 of this chap-
ter (Regulations on Procedure and
Administration).

§ 45.6081(a) Statutory provisions; €
tension of time for filing returns
Sec. 6081. Extension of time for fling re-
turns—(a) General rule. The Secretaridf
his delegate may grant a reasonable extek
sion of time for filing any return, declamtiO:-
statement, or other document required ‘hz
this title or by regulations. Except 10
case of taxpayers who are abroad, no su
extension shall be for more than 6 months.

[Sec. 6081(a) as originally enacted 81d *
effect July 1, 1960]

§ 45.6081 (a)-1 Extension of tim
filing returns.

No extension of time will b
for filing any return or other
required in respect of the tax
the regulations in this part
application.

§ 45.6091 Statutory provisions: ml:.‘l::
for filing returns or other doct ot

Stc. 6091, Place for filing returns & T
documents—(a) General rule. Wl!me =
otherwise provided for by this ttle:

efof
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retary or his delegate shall by regulations
ribe the place for the filing of any re-
turn, declaration, statement, or other docu-
mmi. or coples thereof, required by this title
or by regulations.

gec. 6091 as originally enacted and in effect

July 1, 1960]
§45.6091-1

returns,

A return on Form 11 or 11-B required
{0 be made pursuant to the provisions
of §45.6001-11 shall be filed with the
district director for the district in which
the taxable business is conducted.

§45.6091-2 Place for filing memoran-
dums or returns relating to silver
bullion.

{a) Persons other than corporations.
Except as provided in paragraph (¢) of
this section, the memorandum of trans-
fer of an interest in silver bullion
deseribed in § 45.4895-5, the monthly re-
twn provided in § 45.4895-7, and the
forms specified in §§45.4894-1 to
45.4894-7, inclusive, shall be filed with
the district director for the district in
which is located the principal place of
business or legal residence of the party
to the transfer paying the tax on such
transfer. If such person has no prinei-
pal place of business or legal residence
in any internal revenue district, the
memorandum or monthly return shall
be filed with the District Director at
Baltimore, Maryland.

(b) Corporations. Except as provided
in paragraph (c¢) of this section, if the
party to the transfer paying the tax
thereon is a corporation, the memo-
randum, the monthly return, and the
forms specified in  §§ 45.4894-1 to
454894-7, inclusive, shall be filed with
the district director for the distriet in
Which is located the principal place of
business or principal office or agency of
such corporation.

(¢) Memorandums or returns filed by
lazpayers outside the United States. If
the party to the transfer paying the tax
theregn is a person (other than a cor-
boration) outside the United States hav-
ing o legal‘residence or principal place
of busme_:SS In any internal revenue dis-
friet, or is a corporation having no prin-
tipal place of business or principal office
O agency in any internal revenue dis-
:rict, the memorandum, the monthly re-
ium' and the forms specified in

§4m&4894-1 to 45.4894-7, inclusive, shall

oy o e
Service, Washington 25, D.C. -
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ments,
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delegate may by
Period for which
ggut? fum, state

ed b

bemade. y this t

Place for filing special tax

period
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When not otherwise pro-
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the period for which returns are re-
quired by the regulations in this part is
a calendar quarter.

(b) Silver bullion: For the period
for which returns are required in the
case of transfers of silver bullion, see
§ 45.4895-7. For alternative provisions,
see § 45.4895-5.

(¢) Special taxes. For the period for
which returns are required in the case
of special taxes, see paragraph (b) of
§ 45.4901-1.

§ 45.6151 Statutory provisions: time
and place for paying tax shown on
returns.

Sgc. 6151. Time and place for paying tax
shown on returns—(a) General rule. Ex-
cept as otherwise provided in this section,
when a return of tax is required under this
title or regulations, the person required to
make such return shall, without assessment
or notice and demand from the Secretary
or his delegate, pay such tax to the princi-
pal internal revenue officer for the internal
revenue district in which the return is re-
quired to be filed, and shall pay such tax
at the time and place fixed for filing the
return (determined without regard to any
extension of time for filing the return).

(b) Exceptions. * * *

(¢) Date fized for payment of tar. In
any case in which a tax is required to be
paid on or before a certain date, or within
a certain period, any réeference in this title
to the date fixed for payment of such tax
shall be deemed a reference to the last day
fixed for such payment (determined without
regard to any extension of time for paying
the tax).

[Sec. 6151 as originally enacted and in effect
July 1, 1860]

§ 45.6151-1 Time and place for paying
special taxes,

The special taxes required to be re-
ported on Forms 11 and 11-B are due and
payable to the district director, without
assessment or notice and demand, at the
time prescribed in § 45.6071-2 for filing
such returns. For regulations relating to
place for filing returns, see § 45.6091-1,

§ 45.6161(a) (1) Statutory provisions;
extension of time for paying tax,

Sec. 6161. Extension of time for paying
tarx—(a) Amount determined by tazpayer on
return—(1) General rule. The Secretary or
his delegate, except as otherwise provided in
this title, may extend the time for payment
of the amount of the tax shown, or required
to be shown, on any return or declaration
required under authority of this title (or any
installment thereof), for a reasonable period
not to exceed 6 months from the date fixed
Tfor payment thereof. Such extension may
exceed 6 months in the case of a taxpayer
who is abroad.

[Sec. 6161(a) as originally enacted and in
effect July 1, 1960]

§ 45.6161(a) (1)-1 Extension of time
for paying tax shown on return.

No extension of time will be granted
for payment of all or any part of the
amount of the taxes to which the regu-
lations in this part have application.

§ 45.6804 Statutory provisions; attach-
ment and cancellation.

Sec. 6804, Attachment and cancellation.
Except as otherwise expressly provided in
this title, the stamps referred to in sec-
tion 6801 shall be attached, protected, re-
moved, canceled, obliterated, and destroyed,
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In such manner and by such instruments or
other means as the Secretary or his dele-
gate may prescribe by rules or regulations,

[Sec. 6804 as originally enacted and in effect
July 1, 1960.)

§ 45.6804—-1 Attachment and cancella-

tion.

The stamps required to be used for
the payment of the taxes imposed by the
statutory provisions included in this part
shall be attached, protected, removed,
canceled, obliterated, and destroyed as
set forth in the regulations in this part.

§ 45.6805 Statutory provisions; redemp-
tion of stamps.

Sec. 6806. Redemption of stamps—(a) Au-
thorization. The Secretary or his delegate,
subject to regulations prescribed by him,
may, upon receipt of satisfactory evidence
of the facts, make allowance for or redeem
such of the stamps, issued under authority
of any internal revenue law, as may have
been spolled, destroyed, or rendered useless
or unfit for the purpose intended, or for
which the owner may have no use,

(b) Method and conditions of allowance.
Such allowance or redemption may be made,
either by giving other stamps in lieu of the
stamps so allowed for or redeemed, or by
refunding the amount or value to the owner
thereof, deducting therefrom, in case of re-
payment, the percentage, if any, allowed
to the purchaser thereof; but no allowance or
redemption shall be made in any case until
the stamps so spoiled or rendered useless
shall have been returned to the Secretary
or his delegate, or until satisfactory proof
has been made showing the reason why the
same cannot be returned; or, if so required
by the Secretary or his delegate, when the
person presenting the same cannot satisfac-
torily trace the history of sald stamps from
their issuance to the presentation of his
claim as aforesaid.

(¢) Time for filing claims. No claim for
the redemption of, or allowance for, stamps
shall be allowed under this section unless
presented within 8 years after the purchase
of such stamps from the Government.

(d) Finality of decisions. The findings of
fact In and the decision of the Secretary
or his delegate upon the merits of any claim
presented under or authorized by this sec-
tion shall, in the absence of fraud or mis-
take in mathematical calculation, be final
and not subject to revision by any account-
ing officer,

[Sec. 6806 as amended 'and in effect July 1,
1960

§ 45.6806 Statutory provisions; posting
occupational tax stamps.

Sec. 6806. Posting occupational tazx
stamps—(a) General rule. Every person en-
gaged in any business, avocation, or employ-
ment, who is thereby made liable to a special
tax, shall place and keep conspicuously in
his establishment or place of business all
stamps denoting payment of said special tax.

(b) Coin-operated amusement and gaming
devices. The Secretary or his delegate may
by regulations require that the stamps de-
noting the payment of the special tax im-
posed by section 4461 shall be posted on or
in each device in such a manner that it
will be visible to any person operating the
device.

. - - L -
[Sec. 6806 (a) and (b) as originally enacted
and in effect July 1, 1960]

§ 45.6806-1
posted.

(a) Ingeneral. The special tax stamp
issued to a taxpayer as evidence of the

Special tax stamp to be
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payment of tax imposed under section
4461 (coin-operated amusement and
gaming devices), section 4471 (bowling
alleys, billiard and pool tables), section
4821 (adulterated, process or renovated
butter), and section 4841 (filled cheese),
must be kept posted conspicuously on
the premises where the business is op-
erated. Failure to comply will subject
the taxpayer to the penalties prescribed
in § 45.7273(a).

(b) Posting of certificate in lieu of
stamp. When a special tax stamp has
been lost or destroyed, such fact should
be reported at once to the internal rev-
enue officer from whom the stamp was
obtained for the purpose of obtaining
from him a certificate of payment. Such
certificate must be posted in place of
the stamp; otherwise the penalty re-
ferred to in paragraph (a) of this section
for failure to post the stamp will be
applicable.

§ 45.7011 Statutory provisions; regis-
tration—persons paying a special
tax.

Src. 7011, Registration—persons paying a
special tax—(a) Requirement. Every person
engaged in any trade or business on which
a special tax is imposed by law shall register
with the Secretary or his delegate his name
or style, place of residence, trade or busi-
ness, and the place where such trade or
business is to be carried on. In case of a
firm or company, the names of the several
persons constituting the same, and the places
of residence, shall be so registered.

(b) Registration 1in cass of deaith or
change of location. Any person exempted
under the provisions of section 4905 from the
payment of a special tax, shall register with
the Secretary or his delegate in accordance
with regulations prescribed by the Secretary
or his delegate.

[Sec. 7011 as originally enacted and in effect
July 1, 1960]

8§ 45.7011-1 Registration—persons pay-
ing a special tax.

The registration required by section
7011 is effected by filing a return, Form
11-B, in the case of the taxes imposed
by sections 4461 and 4471, and Form 11,
in the case of the taxes imposed by sec-
tions 4821 and 4841. Such returns must
be executed, signed and verified as re-
quired by the regulations prescribed in
§§ 45.6001-11, 45.6061-1, and 45.6065-1.
See paragraph (a) of §45.4901-1 for
provisions relating to the special tax
imposed by section 4461(a) (2), relating
to coin-operated gaming devices.

§ 45.7011-2 Registration in case of
change of ownérship or location.

(a) Cross reference. See §§ 45.4905-1
to 45.4905-3, inclusive, for provisions re-
garding registration in case of change of
ownership or location,

§ 45.7011-3 Registration; other require-
ments,

(a) For requirement for registration by
manufacturers of playing cards, see
§ 45.4455-1.

(b) For requirement for registration by
manufacturers of white phosphorus
matches, see § 45.4804-8.

RULES AND REGULATIONS

§ 45.7208 Statutory provisions; offenses
relating to stamps,

Sec. T7208. Offenses relating to stamps.
Any person who—

(1) Counterfeiting. With intent to de-
fraud, alters, forges, makes, or counterfeits
any stamp, coupon, ticket, book, or other
device prescribed under authority of this
title for the collection or payment of any tax
imposed by this title, or sells, lends, or has
in his possession any such altered, forged, or
counterfeited stamp, coupon, ticket, book, or
other device, or makes, uses, sells, or has In
his possession any material in imitation of
the material used in the manufacture of such
stamp, coupon, ticket, book, or other device;

or
. (2) Mutilation or removal. Fraudulently

cuts, tears, or removes from any vellum,
parchment, paper, instrument, writing, pack-
age, or article, upon which any tax is imposed
by this title, any adhesive stamp or the im-
pression of any stamp, die, plate, or other
article provided, made, or used in pursuance
of this title; or

(8) Use of mutilated, insufficient, or
counterfeited stamps. Fraudulently uses,
joins, fixes, or places to, with, or upon any
vellum, parchment, paper, instrument, writ-
ing, package, or article, upon which any tax
is imposed by this title,

(A) Any adhesive stamp, or the impres-
sion of any stamp, dle, plate, or other article,
which has been cut, torn, or removed from
any other vellum, parchment, paper, in-
strument, writing, package, or article, upon
which any tax i1s imposed by this title; or

(B) Any adhesive stamp or the impres-
slon of any stamp, die, plate, or other article
of insufficient value; or

(C) Any forged or counterfeited stamp, or
the impression of any forged or counter-
feited stamp, dle, plate, or other article; or

(4) Reuse of stamps—(A) Preparation for
reuse, Willfully removes, or alters the can-
cellation or defacing marks of, or otherwise
prepares, any adhesive stamp, with intent to
use, or cause the same to be used, after it
has already been used; or

(B) Trafficking. Knowingly or willfully
buys, sells, offers for sale, or gives away, any
such washed or restored stamp to any person
for use, or knowingly uses the same; or

(C) Possession. Knowingly and without
lawful excuse (the burden of proof of such
excuse being on the accused) has in posses-
sion any washed, restored, or altered stamp,
which has been removed from any vellum,
parchment, paper, instrument, writing,
package, or article; or

(5) Emptied stamped packages. Commits
the offense described In section 7271 (relat-
ing to disposal and receipt of stamped pack-
ages) with intent to defraud the revenue, or
to defraud any person;

shall be guilty of a felony and, upon con-.

viction thereof, shall be fined not more than
$10,000, or imprisoned not more than 5 years,
or both.

[Sec. 7208 as originally enacted and in effect
July 1, 1960]

§ 45.7209 Sratutory provisions; un-
authorized use or sale of stamps.

SEc. 7209. Unauthorized wuse or sale of
stamps. 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 this title or in regulations
made pursuant thereto, any stamp, coupon,
ticket, book, or other device prescribed by the
Secretary or his delegate under this title
for the collection or payment of any tax im-
posed by this title, shall, upon conviction
thereof, be fined not more than 1,000, or
imprisoned not more than 6 months, or both.

[Sec. 7209 as orlginally enacted and in effect
July 1, 1960]

§ 45.7233  Statutory provisions; feilure
to pay, or attempt to evade paymen
of, tax on cotton futures, and other
violations.

Sec. 7283. Failure to pay, or attempt to
evade payment of, taz on cotton futures, ang
other violations. Any person—

(1) Nompayment or evasion of taz. Liahls
to the payment of any tax imposed by sub.
chapter D of chapter 39, who fails to pay, or
evades, or attempts to evade the paymem' of
such tax; and

(2) Other violations. Who otherwise vio.
lates any provision of subchapter D of chap.
ter 39, or any rule or regulation mads in
pursuance thereof; shall, upon convyictlon
thereof, be fined not less than $100 nor more
than 820,000, in the discretion of the court:
and, in case of natural persons, may, in ad-
dition, be punished by imprisonment for not
less than 60 days nor more than 3 years, in
the discretion of the court.

[Sec. 7233 as originally enacted and in effect
July 1, 1960]

§ 45.7234 Statutory provisions; viola
tions of laws relating to oleomar
garine or adulterated butter opera-
tions.

Sec, 7234. Violation of laws relating to
oleomargarine or adulierated butter opers-
tions—(a) False branding, selling, or pack-
ing, in violation of law. Every person who
knowingly sells or offers for sale, or delivers
or offers to deliver, any oleomargarine In any
other form than in new wooden, tin-plate,
or paper packages, as described in section
4594 (a) and (b), or who packs in any packe
age any oleomargarine in any manner con-
trary to law, or who falsely brands any
package or affixes a stamp on any package de-
noting & less amount of tax than that
required by law shall be fined for each of
fense not more than $1,000, and be impris-
oned not more than 2 years.

(b) Removal or defacement of stamps,
marks, or brands, Any person who shall
willfully 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 sub-
chapter O of chapter 89, respectively, ghall
be guilty of a misdemeanor, and shall b
punished by & fine of not less than $100 not
more than $2,000, and by imprisonment fof
not less than 80 days nor more than 8
months.

(¢) Failure of wholesale dealers to keep
or permit inspection of books, or 10 render
returns. Any person who willfully violates
any of the provisions of section 4507(&) ghall
for each such offense be fined not less tha
#50 and not exceeding 500, and imprisoned
not less than 80 days nor more than §
months.

(d) Imported oleomargarine oF adulfer
ated butter—(1) Failure of customd officer
to comply with law. Every officer or employee
of the Treasury Department having duties
under section 4591 who permits any fmported
oleomargarine or adulterated butter to pass
out of his custody or control without com-
pliance by the owner or importer th :
with the provisions of section 4501 relating
thereto, shall be fined not less than ‘l'nv .
nor more than $5,000, and imprisoned
less than 6 months nor more than 3 ymﬁc-

(2) Empty packages—(A) Failuré gnm
stroy stamps. Any person who Wl the
neglects or refuses to destroy utter ¥ o
stamps on any empty package Whlc%um_
tained oleomargarine or adulterated
or filled cheese shall for each such s
be fined not exceeding $50, and lmP:m §
not less than 10 days nor more
months; and e

(B) Traficking. Any person wholf;;‘::
lently gives away or accepts mmm oléd
or who sells, buys, or uses for pac
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margarine or adulterated butter, any such

damped package shall for each such offense

pe fined not exceeding $100, and be im-
ned not more than 1 year.

(8) Sale when improperly packed or
stamped. Every person who sells or offers
for sale any imported oleomargarine or adul-
terated butter, or oleomargarine or adulter-
ated butter purporting or claimed to have
peen imported, not put up in packages and
stamped as provided by subchapter F of
chapter 88 or subchapter C of chapter 39,
shall be fined not less than $500 nor more
than 85,000, and be imprisoned not less than
¢ months nor more than 2 years.

(4) Fraud by importer. Whenever any
person importing oleomargarine defrauds, or
attempts to defraud, the United States of
the tax on the oleomargarine imported by
him, or any part thereof, he shall be fined
not less than $500 nor more than §5,000, and
shall be Imprisoned not less than 6 months
nor more than 8 years.

[Sec. 7234 as originally enacted and in effect
July 1, 1860]

§45.7234-1 Violations of laws relating
10 oleomargarine or adulterated but-
ter operations.

Except for imported oleomargarine,
section 7234 has no application in re-
spect of any transactions involving oleo-
margarine which occurs on or after the
effective date of the regulations in this
part,

§45.7235 Statutory provisions; viola-
tion of laws relating to adulterated
butter and process or renovated
butter.

8ec, 7235. Violation of laws relating to
tdulterated butter and process or renovated
butter—(a) Adulterated butter—False
branding, sale, packing, or stamping in vio-
lation of law. Every person who knowingly
sells or offers for sale, or delivers or offers
to dellver, any adulterated butter in any
othier form than in new wooden, tin-plate,
Or paper packages as described in section
4816(n), or who packs in any package any
adulterated butter in any manner contrary
t0 law, or who falsely brands any package or
affixes a stamp on any package denoting a
less amount of tax than that required by
18w, shall be fined for each offense not more
than 81,000, and be imprisoned not more
than 2 years,

(b) Failure of wholesale dealers to keep

Or permit inspection of books, or to render”

returns. Any person who willfully violates
:ny of the provisions of section 4815(b) shall
Or each such offense be fined not less than
malx;gs n:);aexceedlng $500, and imprisoned
n 380-

ol 30* days nor more than 6
l‘“(1‘3) Failure to comply with provisions re-
- ng to the manufacture, storage, and
arking of process or renovated butter. Any

E:m&n, firm, or corporation violating any
. € Provisions of section 4817 shail be
mtl:;ed %ullty of a misdemeanor and on con-
o notn hereof shall be punished by a fine
oo more than $1,000, or by imprisonment
not more than 6 months, or by both such

fine
e czl:xgt }mprisonment, in the discretion of

(d) Deale .
A Whors in adulterated butter. Every

carries on the business of a
gmﬂ; gn fxdulterated butter without having
s she Special tax therefor, ag required by
i 0';111‘. besides being liable to the pay-
o he tax, be fined not less than $50

Ore than 8500 for each offense.

(&) Fraug by manuy

s facturer, Whenever

t::&’ ‘}l):‘r:on manufacturing adulterated but-

i Sauds, Or attempts to defraud, the

s tates of the tax on the adulterated

n“mofl!ll;xn!.uactured by him, or any part
+ e shall be fined not less than 8500
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nor more than $5,000, and shall be impris-
oned not less than 6 months nor more than
3 years.

[Sec. 7235 as originally enacted and in effect
July 1, 1960]

§ 45.7236 Statutory provisions; viola-
tion of laws relating to filled cheese.

Sec. 7236. Violation of laws relating to
filled cheese—False branding, sale, packing,
or stamping in violation of law. Every per-
son who knowingly sells or offers to sell, or
delivers or offers to deliver, filled cheese in
any other form than in new wooden or paper
packages, marked and branded as provided
for and described in section 4834(h), or who
packs in any package or packages filled cheese
in any manner contrary to law, or who falsely
brands any package or affixes a stamp on any
package denoting a less amount of tax than
that required by law, shall upon conviction
thereof be fined for each and every offense
not less than $50 and not more than $500, or
be imprisoned not less than 30 days nor more
than 1 year.

[Bec. 7236 as originally enacted and in effect
July 1, 1960]

§ 45.7239 Statutory provisions; viola-
tions of laws relating to white phos-
phorus matches.

Sec. 7239. Violations of laws relating to
white phosphorus matches—(a) Selling un-
stamped matches. Any manufacturer of
matches who manufactures, sells, removes,
distributes, or offers to sell or distribute,
white phosphorus matches without there
being affixed thereto an adhesive stamp, de-
noting the tax required by subchapter B of
chapter 39 effectually canceled as provided
by section 4804(a) (2), shall, for each offense,
be guilty of a felony and, upon conviction
thereof, shall be fined not more than $1,000,
or imprisoned not more than 2 years, or both.

(b) Use of insufficient stamps. Every per-
son who affixes a stamp on any package of
white phosphorus matches denoting a less
amount of tax than that required by law
shall, for each offense, be guilty of a felony
and, upon conviction thereof, shall be fined
not more than $1,000, or imprisoned not more
than 2 years, or both.

[Sec. 7239 as originally enacted and in effect
July 1, 1960]

§ 45.7263 Statutory provisions; penal-
ties relating to cotton futures.

Sec. 7263, Penalties relating to cotton fu-
tures—(a) Withholding information. Any
person engaged in the business of dealing
in cotton who shall, within a reasonable time
prescribed by the Secretary of Agriculture or
any agent acting under his instructions,
willfully fail or refuse to answer questions
or to produce books, letters, papers, or doc-
uments, as required under section 4862(b),
or who shall willfully give any answer that
is false or misleading, shall, upon convic-
tion thereof, be fined not more than $500.

(b) Civil penalties. In addition to the
criminal penalties provided by section 7233,
there shall be imposed, on account of each
violation of subchapter D of chapter 39,
relating to cotton futures, a penalty of
$2,000, to be recovered in a civil action
founded on subchapter D of chapter 39 in
the name of the United States as plaintiff,
and when so recovered one-half of said
amount shall be paid over to the person
giving the Information upon which such
recovery was based. It shall be the duty of
United States attorneys, to whom satisfac-
tory evidence of violations of subchapter D
of chapter 39 is furnished, to institute and
prosecute actions for the recovery of the
penalties prescribed by this subsection.

[Sec. 7263 as originally enacted and in effect
July 1, 1960]

459

§ 45.7264 Statutory provisions; offenses
;elaling to renovated or adulterated
utter.

SEcC. 7264. Offenses relating to renovated or
adulterated butter. Every person who car-
ries on the business of a manufacturer of
process or renovated butter or adulterated
butter without having pald the special tax
therefor, as required by law, shall, besides
being liable to the payment of the tax, be
fined not less than $1,000 nor more than
$5,000.

[Sec. 7264 as originally enacted and in effect
July 1, 1960]

§ 45.7265 Statutory pr(l)vinions; other
offenses relating to oleomargarine or
adulterated butter operations.

Sgc. 7265. Other offenses relating to oleo-
margarine or adulterated butter operations—
(a) Omission or removal of label. (1) * * *

(2) Every manufacturer of adulterated
butter who neglects to affix the label re-
quired under section 4814(a) (1) to any pack-
age contalning adulterated butter made by
him, or sold or offered for sale for or by
him, and every person who removes any
such label so affixed from any such package
shall be fined 850 for each package in re-
spect to which such offense is committed.

(b) Purchasing when mnot properly
branded or stamped. Every person who
knowingly purchases or receives for sale any
oleomargarine or adulterated butter which
has not been branded or stamped accord-
ing to law shell be liable to a penalty of
850 for each such offense.

(c) Other offenses. If any manufacturer
of oleomargarine or adulterated butter, any
dealer therein or any importer or exporter
thereof shall knowingly or willfully omit,
neglect, or refuse to do, or cause to be done,
any of the things required by law in the
carrying on or conducting of his business,
or shall do anything prohibited by subchap-
ter F of chapter 88 or subchapter C of chap-
ter 39, if there be no specific penalty or
punishment imposed by any other provision
of this chapter or chapter 68 for the neglect-
ihg, omitting, or refusing to do, or for the
doing or causing to be done, the things re-
quired or prohibited, He shall pay a penalty
of $1,000.

[Sec. 7265 as originally enacted and in effect
July 1, 1960]

§ 45.7265-1 Other offenses relating to
0leom§rgarine or adulterated butter
operations.

Except for imported oleomargarine,
section 7265 has no application in re-
spect of any transactions involving oleo-
margarine which occurs on or after the
effective date of the regulations in this
part.

§ 45.7266 Statutory provisions: offenses
relating to filled cheese.

Sgc. 7266. Offenses relating to filled
cheese—(a) Failure to pay special taz,
Every person, firm, or corporation—

(1) Manufacturers. Who carries on the
business of a manufacturer of fllled cheese
without having paid the special tax therefor,
as required by law, shall, besides being
liable to the payment of the tax, be fined
not less than $400 nor more than $3,000;
and

(2) Wholesale dealers. Who carries on
the business of a wholesale dealer in filled
cheese without having paid the special tax
therefor, as required by law, shall, besides
being liable to the payment of the tax, be
fined not less than $250 nor more than
$1,000; and
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(3) Retail dealers. Who carries on the
business of a retail dealer in filled cheese
without having paid the special tax there-
for, as required by law, shall, besides being
liable for the payment of the tax, be fined
not less than $40 nor more than $500 for
each and every offense.

(b) Other offenses. Any manufacturer of
filled cheese who fails to comply with the
provisions of section 4833 (b) and (c¢), or
with the regulations therein authorized,
shall be deemed guilty of a misdemeanor
and upon conviction thereof shall be fined
not less than $500 nor more than $1,000.

(¢) Failure of wholesale and retail dealers
to display signs. Any wholesale or retall
dealer in filled cheese who fails or neglects
to comply with the provisions of section
4834(a) shall be deemed guilty of a mis-
demeanor, and shall on conviction thereof be
fined for each and every offense not less
than $50 and not more than $200.

(d) Omission or removal of label. Every
manufacturer of filled cheese who neglects
to afix the label provided for in section
4833(a) (2) to any package containing filled
cheese made by him or sold or offered for
sale Dy or for him, and every person who
removes any such label so affixed from any
such package, shall be fined $50 for each
package in respect to which such offense is
committed.

(e) Purchasing when speclal tad not paid.
Every person who knowingly purchases or
recelves for sale any filled cheese from any
manufacturer or importer who has not paid
the special tax provided for in section 4841
shall be liable, for each offense, to a penalty
of $100.

(f) Purchasing when not stamped,
branded, or marked according to law. Any
person who knowingly purchases or receives
for sale any filled cheese which has not been
branded or stamped according to law, or
which is contained in packages not branded
or marked according to law, shall be llable
to a penalty of $50 for each such offense.

[Sec. 7266 as originally enacted and in effect
July 1, 1960]

§ 45.7267 Statutory provisions; offenses
relating to white phosphorus
matches.

SEo0. 7267. Offenses relating to white phos-
phorus matches—(a) Ezportation of match=-
es. Any person guilty of violation of section
4805(b) shall be fined not less than $1,000
and not more than $5,000.

(b) Offenses not specifically covered. If
any manufacturer of white phosphorus
mateches, or any importer or exporter of
matches, shall omit, neglect, or refuse to do
or cause to be done any of the things re-
quired by law in carrying on or conducting
his business, or shall do anything prohibited
by subchapter B of chapter 89, if there be no
specific penalty or punishment imposed by
any other provision of this chapter or chap-
ter 68 for the neglecting, omitting, or refus-
ing to do, or for the doing or causing to be
done, the thing required or prohibited, he
shall be fined $1,000 for each offense.

(c) Omission of label from packages. Ev-
ery manufacturer of white phosphorus
matches who neglects to affix the label re-
quired by section 4804(a) (4) to any original
package containing stamped packages of
white phosphorus matches made by him or
sold or removed by or for him, and every per-
son who removes any such label so affixed
from any such original package, shall be
fined not more than §50 for each package in
respect of which such offense i{s committed.

(d) Omission of factory number from pack-
ages. Every manufacturer of white phos-
phorus matches who omits to mark, brand,
affix, stamp, or print the factory number
required under section 4804(b) on every
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package of white phosphorus matches man-
ufactured, sold, or removed by him shall be
fined not more than $50 for each package in
respect of which such offense is committed,

[Sec. 7267 as originally enacted and in effect
July 1, 1960]

§ 45.7271 Siatutory provisions; penal-
ties for offenses relating to stamps.

Src. 7271, Penalties for offenses relating to
stamps. Any person who with respect to any
tax payable by stamps—

(1) Failure to attach or cancel stamps, ete.
Falils to comply with rules or regulations pre-
scribed pursuant to section 6804 (relating
to attachment, cancellation, ete., of stamps),
unless such failure is shown to be due to
reasonable cause and not willful neglect; or

(2) Manufacture or offer for sale. Manu-
factures or imports and sells, or offers for
sale, or causes to be manufactured or im-
ported and sold, or offered for sale, any play-
ing cards, package, or other article without
the full amount of tax being duly paid; or

(8) Instruments, Makes, signs, issues, or
accepts, or causes to be made, signed, issued,
or accepted, any instrument, document, or
paper of any kind or description whatsoever
without the full amount of tax thereon being
duly paid; or

(4) Disposal and receipt of stamped pack-
ages. In the case of any container which is
stamped, branded, or marked (whether or not
under authority of law) in such manner as
to show that the provisions of the internal
revenue laws with respect to the contents or
intended contents thereof have been com-
plied with, and which is empty or contains
any contents other than contents therein
when the container was lawfully stamped,
branded, or marked—

(A) Transfers or receives (whether by sale,
gift, or otherwise) such container knowing
it to be empty or to contain such other con-
tents; or

(B) Stamps, brands, or marks such con-
tainer, or otherwise produces such a stamped,
branded, or marked container, knowing it to
be empty or to contain such other contents;

shall be llable for each such offense to &
penalty of $50.

[Sec. 7271 as originally enacted and in effect
July 1, 1960]

§ 45.7272 Statutory provisions; penalty
for failure to register.

Sec. T272. Penalty for jallure to register—
(a) In general. Any person (other than
persons required to register under subtitle
E, or persons engaging in a trade or busi-
ness on which a special tax is imposed by
such subtitle) who fails to register with
the Secretary or his delegate as required by
this title or by regulations issued thereunder
shall be Hable to a penalty of $50.

(b) Cross references. For provisions re-
lating to persons required by this title to
register, see sections * * * 4455, * * *
4804(d), and 7011.

[Sec. 7272 as amended and in effect July 1,
1960]

§45.7273(a) Statutory provisions; pen-
alties for offenses relating to special
taxes; general rule.

Sec. 7273, Penalties for offenses relating
to special tares—(a) General rule. Any
person who shall fall to place and keep
stamps denoting the payment of the special
tax as provided in section 6808 (a) or (b)
(whichever is applicable) shall be liable to
a penalty equal to the special tax for which
his business  rendered him liable (unless
such failure is shown to be due to reason-
able cause); but in no case shall said pen-
alty be less than $10. Where the failure
to comply with the provisions of section

6806 (a) or (b) shall be through wilty
neglect or refusal, then the penalty ghay
be double the amount above preseribed,

‘Nothing in this subsection shall in any way

affect the liability of 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
speclal tax is imposed by law, without the
payment thereof.

[Bec. 7273(a) as originally enacted and in
effect July 1, 1060]

§ 45.7274 Statutory provisions; penalty
for offenses relating to white phos.
phorus matches,

BEc. 7274. Penalty for offenses relating to
white phosphorus matches, Any manufac-
turer of white phosphorus matches who
omits to mark, brand, affix, stamp, or print
the factory number required under section
4804(b) on every package of white phos.
phorus matches manufactured, sold, or re-
moved by him shall be liable to a penalty of
850 for each package in respect of which such
offense is committed.

[Sec. 7274 as originally enacted and in effect
July 1, 1860]

§ 45.7303 Statutory provisions; other
property subject to forfeiture,

Sec. 7803. Other property subject to fore
feiture, There may be seized and forfelted
to the United States the following:

(1) Counterfeit stamps. Every stamp in-
volved in the offense described in section
7208 (relating to counterfeit, reused, can-
celled, eto., stamps), and the vellum, parch.
ment, document paper, package, or article
upon which such stamp was placed or im-
pressed in connection with such offense.

[(2) Repealed.] .

(8) Offenses by manufacturer or importer
of or wholesale dealer in oleomargaring or
adulterated buiter. All oleomargarine or
adulterated butter owned by any manufac-
turer or importer of or wholesale dealer In
oleomargarine or adulterated butter, or In
which he has any interest as owner, if he
shall knowingly or willfully omit, neglect,
or refuse to do, or cause to be done, any of
the things required by law in the carrylng
on or conducting of his business, or if he
shall do anything prohibited by subchapter
F of chapter 88, or subchapter C of chapter

(4) Purchase or receipt of filled cheess or
adulterated butter, All articles of filled
cheese or adulterated butter (or the full
value thereof) knowingly purchased or ré-
celved by any person from any manufacturet
or importer who has not pald the special tn.x
provided in section 4821 or 484l

(5) Packages of oleomargarine Or filled
cheese. All packages of oleomargarine of
filled cheese subject to the tax under sub-
chapter F of chapter 38, or part 1T of sub-
chapter O of chapter 39, whichever is appil-
cable, that shall be found without the mmgﬂ
or marks provided for in the applicable sub:
chapter or part thereof. I

(6) White phosphorus matches. (A) Al
packages of white phosphorus matches Nm
ject to tax under subchapter B of clm};rcd
39 and found without the stamps req
by subchapter B of chapter 39. o

(B) All the white phosphorus &t
owned by any manufacturer of white pmr
phorus matches, or any importer or exx:gmt
of matches, or in which he has any in i
as owner if he shall omit, neglect, o :hmy
to do or cause to be done any of tmd oting
required by law in carrying on or con h‘}blted
his business, or shall do anything pro! Do 10
by subchapter B of chapter 39, if theré
specific penalty or punishment im; ¥ chap-
any other provision of subchapter Bo 3
ter 39 for the neglecting, omitting, of
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ing to do, or for the doing or causing to be
done, the thing required or prohibited.

(1) False stamping of packages. Any con-
tainer involved in the offense described in
section 7271 (relating to disposal of stamped
pockages), and of the contents of such

ner.
m!(xx! Fraudulent bonds, permits, and en-
fries. All property to which any false or
frsudulent instrument involved In the of-
fense described in section 7207 relates.

[8s¢. 7303 ns amended and in effect July 1,
1860]

45.7326(a) Statutory provisions; dis-
: posals of forfeited or abandoned

property in special cases.

Ssc, 7826, Disposal of forfeited or aban-
doned property in special cases—(a) Coin-
operated gaming devices. Any coin-operated
gaming device as defined in section 4462(a)
(2) upon which a tax is imposed by section
4481 and which has been forfeited under any
provision of this title shall be destroyed, or
otherwise disposed of, in such manner as
may be prescribed by the Secretary or his
delegate,

[8ec, 7326(a) as amended and in effect July
1,1060]

§45.7328 Siatutory provisions; confis-
cation of matches exported.

8e0, 7828. Confiscation of matches exported.
Any white phosphorus matches exported or
attempted to be exported shall be confiscated
to the United States and destroyed In such
manner as may be prescribed by the Secre-
tary or his delegate.

[Bec. 7328 as originally enacted and in effect
July 1, 1960)

§45.7492  Siatutory provisions; enforce-
ability of cotton futures contracts.

8go. 7492, Enjorceability of cotton Jutures
tontracts, No contract of sale of cotton for
futtre delivery mentioned in section 4851(a),
Which does not conform to the requirements
of section 4853 and has not the necessary
slamps affixed thereto as required by section
4871, shall be enforceable in any court of the
United States by, or on behalf of, any party
1o such-contract or his privies,

[Sec. 7402 as originally enacted and in effect
July 1, 1960]

§4S.74_l93 Sl_alulor_v provisions; immu-
nity of witnesses in cases relating to
cotton futures.

Sec, 7403, Immunity of witnesses tn cases
relating to cotton futures. No person whose
vidence s deemeq material by the officer
Prosecuting on behalf of the United States in
;&g{ cta;e brought under any provision of sub-
fquer D Of chapter 39 (relating to cotton
causeeax) shall withhold his testimony be-
e : ;Ompllcity by him in any violation of
lation pler D of chapter 39, or of any regu-
_ made pursuant to such chapter, but
tesyt uﬂiuch Person called by such officer who
Dmaece:t::nsggg case shall be exempt from
H estimony 1_emtes.nny offense to which his
[8ec, 7498 a5 or
July 1, 1960 :

§4‘a.;7_510 Statutory provisions; exemp-
nl:m from tax of domestic goods pur-
hased for the United States,

Bee,
Pood(; ;::Oh Ezemption from taz of domestio
ileps 6; ;lsed for the United States. The
ol 1x sting hy Provision of law on
Spplies o 1878, or thereafter of purchasing
Obzigg | 00ds Imported from foreign
Uty free Or the uge of the United States,
lation s;shall be extended, under such regu—'
Preortys toe Secrebary or his delegate may
» 10 all articleg of domesfic produc-

No. 12— 9

ginally enacted and in effect
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tion which are subject to tax by the pro-
visions of this title.

[Sec. 7510 as originally enacted and in effect
July 1, 1860]

§ 45.7510-1 Withdrawal of filled cheese
and playing cards from factories
free of tax, for use of -the Unileci
States.

Section 7510 provides for the with-
drawal of fllled cheese and playing
cards from factories, free of tax, for the
use of the United States. Withdrawals
for the purpose of sale by Federal
agencies are not for the use of the United
States within the meaning of the statute.
Institutions owned or controlled by the
governments of the several States or the
District of Columbia are not entitled to
make withdrawals under section 7510.

§ 45.7510-2 Evidence required to estah-
lish exemption.

(a) Exemption certificates. To estab-
lish the right to remove filled cheese or
playing cards tax free under section
7510, the manufacturer must obtain
from an authorized officer of an agency
of the United States, and retain in his
possession a properly executed exemption
certificate in the form prescribed in
paragraph (c¢) of this section.

(b) Frequency of certificates. Where
only occasional tax free removals from
the place of manufacture for use of the
United States are made, a separate ex-
emption certificate should be furnished
for each order. However, where re-
movals are regular or frequently made, a
certificate covering all orders for a
specific period not to exceed 4 calendar
quarters will be acceptable. Such cer-
tificates and proper records of invoices,
orders, ete., relative to tax-free removals
must be retained by the manufacturer
and shall at all times be readily acces-
sible for inspection by internal revenue
officers and retained as provided in para-
graph (d) of § 45.6001-1. If the records
with respect to any removal claimed to
be tax free do not include a proper
certificate, with supporting invoices and
such other evidence as may be necessary
to establish the exempt character of the
removal, the tax is payable on such
removal.

(¢) Form of certificate. The follow-
ing form of exemption certificate will be
acceptable for purposes of this section
and must be adhered to in substance:

EXEMPTION CERTIFICATE

(To support tax-free removals of filled
cheese or playing cards for the use of the
United States under provisions of section
7510 of the Internal Revenue Code of 1954,)

(Date)
e £ SRRl P RGN S of

that he is
(Agency of the United States.)

authorized to execute this certificate; and
that the article or articles specified in the
accompanying order or on the reverse side
hereof are purchased from _._._____________

for the exclusiveuse of __________________ of
(Government unit)
the United States.
It is understood that the exemption from
tax in the case of removals of articles under
this exemption certificate for the United
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States is limited to the removal of articles
for its ewxclusive use. The undersigned un-
derstands that if articles purchased tax free
under this exemption certificate are used
otherwise or are sold to employees or others,
such fact will be promptly reported to the
manufacturer, producer, or importer of the
article or articles covered by this certificate.
It is also understood that the fradulent use
of this certificate for the purpose of securing
this exemption will subject the undersigned
and all gullty parties to a fine of not more
than $10,000, or to imprisonment for not
more than 5 years, or both, together with
costs of prosecution.

(Address)
§ 45.7510-3 Branding,

(a) Each individual pack of playing
cards shall be labeled or branded, “For
use of U.S. Government”, The letters
of such printing shall be conspicuous,
in boldfaced type of not less than one-
quarter of an inch in height.

(b) Each statutory package of filled
cheese, as required by § 45.4833-1, shall,
in addition to the markings otherwise
required, have legibly and durably
marked, stamped, or branded thereon
the statement, “For use of U.S. Govern-
ment”, the letters therein to correspond
in size and style with the markings re-
quired by paragraph (b) of § 45.4833-1.

§ 45.7641 Statutory provisions; super-
vision of operations of certain manu-
facturers,

Sec. 7641. Supervision of operations of cer-
tain manufacturers. Every manufacturer of
filled cheese, oleomargarine, * * * process
or renovated butter or adulterated butter,
or white phosphorus matches shall conduct
‘his business under such surveillance of offi~
cers or employees of the Tr Depart-
ment as the Secretary or his delegate may
by regulations require.

[See. 7641 as originally enacted and in effect
July 1, 1960]

§ 45.7641-1 Inapplicability.

Section 7641 has no application in re-
spect of any transaction involving oleo-
margarine which occurs on or after the
effective date of the regulations in this
part.

§ 45.7701 Statutory provisions; defini-
tions,

Sec. 7701, Definitions. (a) When used in
this title, where not otherwise distinctly
expressed or manifestly Incompatible with
the Intent thereof—

(1) Person. The term “person” shall be
construed to mean and include an individual,
a trust, estate, partnership, association, com-
pany or corporation,

(2) Parinership and partner. The term
“partnership” includes a syndicate, group,
pool, joint venture, or other unincorporated
organization, through or by means of which
any business, financial operation, or venture
is carried on, and which is not, within the
meaning of this title, a trust or estate or
a corporation; and the term “partner” in-
cludes a member in such a syndicate, group,
pool, joint venture, or organization.

(3) Corporation. The term “corporation”
includes assoclations, joint-stock companies,
and insurance companies,

(4) Domestic. The term “domestic” when
applied to a corporation or partnership
means created or organized in the United
States or under the law of the United States
or any State or Territory.
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(5) Foreign. The term “foreign" when
applied to a corporation or partnership
means a corporation or partnership which
is not domestic.

(8) Fiduciary. The term “fiduclary”
means a guardian, trustee, executor, adminis-
trator, receiver, conservator, or any person
acting in any fiduciary capacity for any
person.

(9) United States. The term "United
States” when used in a geographical sense
includes only the States and the District of
Columbia.

(10) State. The term ‘“‘State" shall be
construed to include the District of Colum-
bia, where such construction is necessary to
carry out provisions of this title.

(11) Secretary. The term “Secretary"
means the Secretary of the Treasury.

(12) Delegate. The term “Secretary or his
delegate” means the Secretary of the
Treasury, or any officer, employee, or agency
of the Treasury Department duly authorized
by the Secretary (directly, or indirectly by
one or more redelegations of authority) to
perform the function mentioned or described
in the context, and the term “or his dele-
gate” when used in connection with any
other official of the United States shall be
similarly construed.

(18) Commissioner, The term “Commis-
sioner” means the Commissioner of Internal
Revenue.

(14) Tazpayer. The term ‘“taxpayer”
means any person subject to any internal
revenue tax,

- L - . o

(28) Other terms. Any term used in this
subtitle with respect to the application of,
or in connection with, the provisions of any
other subtitle of this title shall have the
same meaning as in such provisions,

(29) Internal Revenue Code. The term
“Internal Revenue Code of 154" means this
title, and the term “Internal Revenue Code
of 1989" means the Internal Revenue Code
enacted February 10, 1939, as amended.

(b) Includes and including. The terms
“includes” and “including” when used in a
definition contained in this title shall not
be deemed to exclude other things otherwise
within the meaning of the term defined.

(c) Commonwealth of Puerto Rico.
Where not otherwise distinctly expressed or
manifestly incompatible with the intent
thereof, references in this title to possessions
of the United States shall be treated as also
referring to the Commonwealth of Puerto
Rico.

(d) Cross references—(1) Other defini-
tions. For other definitions, see the follow-
ing sections of Title 1, of the United States
Code:

(1) Singular as including plural, section

.(2) Plural as including singular, section

(38) Masculine as including feminine, sec-
tion 1.
(4) Officer, section 1,
(5) Oath as including affirmation, section
s 54 ,
(6) County as including parish, section 2.
(7) Vessel as including all means of water
transportation, section 3,
(8) Vehicle as including all means of land
transportation, section 4.
(9) Company or assoclation as including
successors and assigns, section 5.
(2) Effect of cross references. For effect
of cross references in this title, see section
7806(a).

[Sec. 7701 as amended and in effect July 1,
1960, and as further amended by secs. 18(1)
and 18()), Hawail, Ommibus Act (74 Stat.
416)]

RULES AND REGULATIONS

§ 45.7805 Statutory provisions; rules

and regulations.

Skc. T805. Rules and regulations—(a) Au-
thorization. Except where such authority
is expressly given by this title to any person
other than an officer or employee of the
Treasury Department, the Secretary or his
delegate shall prescribe all needful rules and
regulations for the enforcement of this title
including all rules and regulations as may be
necessary by reason of any alteration of law
in relation to internal revenue.

(b) Retroactivity of regulations or rul-
ings. The Secretary or his delegate may
prescribe the extent, if any, to which any
ruling or regulations, relating to the inter-
nal revenue laws, shall be applied without
retroactive effect,

(¢) Preparation and distribution of regu-
lations, jorms, stamps, and other matters.
The Secretary or his delegate shall prepare
and distribute all the instructions, regula-
tions, directions, forms, blanks, stamps, and
other matters pertaining to the assessment
and collection of internal revenue.

|Sec. 7805 as originally enacted and in effect
July 1, 1960]

§ 45.7805-1

tions.

In pursuance of section 7805 of the
Internal Revenue Code of 1954, the fore-
going regulations are hereby prescribed.
(See § 45.0-3 relating to the scope of the
regulations.)

[F.R. Doc. 61-444; Filed, Jan. 18, 1961;
8:50 am.)

Promulgation of regula-

[T.D. 6529]
[Regulations 105]
PART 81—REGULATIONS RELATING
TO ESTATE TAX
Miscellaneous Amendments

On November 24, 1960, notice of pro-
posed rule making was published in the
FEDERAL REGISTER (25 F.R. 11157) to con-

form 26 CFR (1939), Part 81 (Regula~

tions 105), relating to the Estate Tax
to sections 1 and 4 of the Act of Febru-
ary 20, 1956 (Public Law 414 (84th Con-
gress) 70 Stat. 23), the Act of February
20, 1956 (Public Law 417 (84th Congress)
70 Stat. 26), the Act of August 1, 1956
(Public Law 901 (84th Congress) 70 Stat.
917), the Act of February 11, 1958 (Pub-
lic Law 85-318, 72 Stat. 3), and sections
65, 66, 89 and 93 of the Technical Amend-
ments Act of 1958 (72 Stat. 1606). No
objection to the rules proposed having
been received during the 30-day period
preseribed in the notice, the regulations
as so proposed are hereby adopted.

(Sec. 3791 of the Internal Revenue Code of
1939 (53 Stat. 467; 26 U.S.C. 8791))

[SEAL] DANA LATHAM,
Commissioner of Internal Revenue.

Approved: January 13, 1961.

FRED C. SCRIBNER, JT.,
Acting Secretary of the Treasury.

In order to conform 26 CFR (1939),
Part 81 (Regulations 105), relating to the
Estate Tax to sections 1 and 4 of the Act
of February 20, 1956 (Public Law 414
(84th Congress) 70 Stat. 23), the Act of
February 20, 1956 (Public Law 417 (84th
Congress) 70 Stat. 26), the Act of

August 1, 1956 (Public Law 901 (g4t
Congress) 70 Stat. 817), the Act of Fep.
ruary 11, 1958 (Public Law 85-318, 1
Stat. 3), and sections 65, 66, 39 and g3 of
the Technical Amendments Act of 1958
(72 Stat. 1606) such regulations gre
amended as follows:

§ 81.2 [Amendment]

PARAGRAPH 1. Section 81.2, as amended
by Treasury Decision 6073, approved June
11, 1954, is further amended by adding
after the sixth undesignated paragraph
of paragraph (a) (26 CFR (1939) 81.2(a)
(6) ) the following new paragraph:

A credit for Federal estate taxes paid
on certain transfers of property to the
decedent is allowable against both the
basic and additional estate taxes under
section 814. See §§81.9a to 81.91, in-
clusive,

Par. 2. There is inserted immediately
preceding § 81.8 the following:

PusLic Law 414 (EiGHTY-FOURTH CONGRESS,
SECOND SESSION), APPROVED FEBRUARY 20,
19566

. . . . B

Sec. 3. Section 2011 of the Internal Rev-
enue Code of 1954 is amended by adding
after subsection (d) a new subsectlon as
follows:

“(e) Limitation in cases involving deduc-
tion under section 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 the credit under this section shall be
subject to the following conditions and lim-
itations:

“(1) The taxes described in subsection (&)
shall not include any estate, successlon, leg-
acy, or inheritance tax for which a deduction
is allowed under section 2053(d).

“(2) The credit shall not exceed the lesser
of—

“(A) the amount stated in subsection (b)
on a taxable estate determined by allowing
the deduction authorized by section 2053(d),
or

“(B) that proportion of the amount stated
in subsection (b) on & taxable estate de
termined without regard to the deduction
authorized by section 2053(d) as (i) the
amount of the taxes described in subsection
(a), as limited by the provisions of par
graph (1) of this subsection, bears to (1)
the amount of the taxes described in sub-
section (a) before applying the 1imitation
contained in paragraph (1) of this subseo
tion. b
“(3) If the amount determined under &n
paragraph (B) of paragraph (2) is less 5
the amount determined under subparazﬁpd
(A) of that paragraph, then for Pum““be
subsection (d) such lesser amount Hion
the maximum credit provided by subsectio
(b) n

Sgc. 4. The amendments to the Inmnﬂ;
Revenue Code of 1954 made by sectlonsm
and 8 of this Act, and provisions having ¥
same effect as this amendment, W
shall be considered to be included in Ch;s%‘
ter 8 of the Internal Revenue Code eg,id}enﬂ'
shall apply to the estates of all d
dying after December 31, 1953.
Pusric Law 417 (EGHTY-FOURTH

SECOND SESSION), APPROVED FEBRU

1956 i

Be it enacted by the Senate and H‘;u of
Representatives of the United Staub
‘America in Congress assembled, That &

CONGRESS:
ARY 20,



Thursday, January 19, 1961

1 of part II of subchapter A of chapter 8 of
the Internal Revenue Code of 1939 (relating
to computation of estate tax) 1s hereby
smended by adding at the end thereof the
{ollowing new section:

vuggo. 814, CREDIT FOR TAX ON CERTAIN PRIOR
TRANSFERS.

“(a) General rule. If the executor so
elects, the tax imposed by sections 810 and
935 in the case of a decedent (but only if
the decedent was a citizen or resident of the
United States at the time of his death). dy-
ing after December 81, 1951, shall be cred-
{ted with A1l or & part of the amount of the
Federal estate tax pald with respect to the
transfer of property (including property
passing as a result of the exercise or non-
exercise of & power of appointment) to the
decedent by or from a person (herein desig-
nated 88 & ‘transferor’) who was the spouse
of the decedent at the time of such person's
death and who died within two years before
the decedent’s death. The credit shall be
the amount determined under subsections
(b) and (c).

“(b) Computation of credit. Subject to
the limitation prescribed in subsection
(c), the credit provided by this section shall
be an amount which bears the same ratio to
the estate tax paid (adjusted as indicated
hereinafter) with respect to the estate of
the transferor as the value of the property
transferred bears to the net estate of the
transferor (determined for purposes of the
tax imposed by section 935) decreased by
any death taxes pald with respect to such
estate and Increased by the exemption pro-
vided for by section 935(c) in determining
the net estate of the transferor for purposes
of the estate tax, For purposes of the pre-
ceding sentence, the estate tax pald shall be
the Federal estate tax pald increased by any
credits allowed against such estate tax under
sections 813(a) and 936(b) on account of
gift tax, and for any credits allowed agalnst
such estate tax under this section on account
of prior transfers where the transferor ac-
quired property from a person who died
within two years before the death of the
decedent,

“(¢) Limitation on credit.

“(1) In general, The credit provided in
31“1: lu]ectlon shall not exceed the amount by

Ol

“(A) the estate tax imposed by sections
810 and 935 (after deducting the credits for
State death taxes, gift tax, and foreign death
taxes provided for In sections 810, 813, and
936) computed without regard to this sec-
tion, exceeds

"(B) such tax computed by excluding from
the decedent’s gross estate the value of
fch property transferred and, if appli-

tible, by making the adjustment herein-
after indicated, $ :

If any deduction 1s otherwise allowable under
section 812(d) (relating to charitable de-
duction) then, for the purpose of the com-
E;tatlon indicated in subparagraph (B), the
» ot\‘x‘nt of such deduction shall be reduced
vzlueat‘ part of such deduction which the
o o suc? property transferred bears to
- decedents entire gross estate reduced by
mmelguctiom; allowed under section 812(b)
i g to deduction for expenses, losses,
o5l hox- Purposes of this section, the value
valuecu property transferred shall be the
i semg;?vlded for in subsection (d) of

“(2) Two or more transferors. If the credit
mﬁi Im this section relates to property
ity fom two or more transferors, the
-, tlon Provided In paragraph (1) of this
oy on shall be computed by aggregating
= decuo of the property so transferred to
dmnm!.\dent. The aggregate limitation so
e wltleld shall be apportioned in accord-
risliy the value of the property trans-

the decedent by each transferor.
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“(d) Valuation of property transferred.
The value of property transferred to the
decedent shall be the value used for the
purpose of determining the. Federal estate
tax liabllity of the estate of the transferor
but—

“(1) There shall be taken Into account the
effect of the tax imposed by sections 810
and 935, or any estate, succession, legacy, or
inheritance tax, on the net value to the
decedent of such property;

“(2) Where such property is encumbered
in any manner, or where the decedent in-
curs any obligation imposed by the trans-
feror with respect to such property, such en-
cumbrance or obligation shall be taken into
account in the same manner as if the amount
of a gift to the decedent of such property
was being determined; and

“(3) if the decedent was the spouse of
the transferor at the time of the transferor's
death, the net value of the property trans-
ferred to the decedent shall be reduced by
the amount allowed under section 812(e)
(relating to marital deductions) as a deduc-
tion from the gross estate of the transferor.

‘“(e) Property defined. ¥or purposes of
this section, the term ‘property’ includes any
beneficial interest in property, including a
general power of appointment (as defined in
section 811(f)).

*“(f) Denial of deduction for property pre-
viously taxed. If the executor elects the
credit provided by this section, the deduction
provided by section 812(c) shall not be
allowed.”

Sec. 2. No interest shall be allowed or pald
on any overpayment resulting from the
amendment made by the first section of this
Act.

Sec. 65, PErIOD oF LIMITATION FOR FILING
CratM FOR CREDIT FOR STATE DEATH TAXES
[TECENICAL AMENDMENTS ACT OF 1958, AP~
PROVED SEPTEMBER 2, 1958]

- . * - L]

(b) Period under 1939 Code. Section 813
(b) of the Internal Revenue Code of 1939
(relating to period of limitations on credit
for State death taxes) is amended by in-
serting after paragraph (2) the following
new paragraph:

“(3) I a claim for refund or credit of an
overpayment of tax imposed by this chapter
has been filed within the time prescribed in
section 910, then within such 4-year period
or before the expiration of 60 days from the
date of mailing by certified mail or registered
mail by the Secretary or his delegate to the
taxpayer of & notice of the disallowance of
any part of such claim, or before the expi-
ration of 60 days after a decislon by any
court of competent jurisdiction becomes final
with respect to a timely suit instituted upon
such claim, whichever 1s later.”

(¢c) * * * The amendment made by sub-
section (b) shall apply with respect to es-
tates of decedents dying after February 10,
1939, and on or before August 16, 1954,

§81.8 [Amendment]

Par. 3. Section 81.8(a), as amended by
Treasury Decision 6034, approved July
29, 1953, is further amended by revising
the first sentence (26 CFR (1939) 81.8
(a) (1)) to read as follows: “If the de-
cedent died after October 21, 1942, the
credits authorized against the basic es-
tate tax imposed by section 810 or section
860 are to be deducted in the following
order: First, the credit for estate, inher-
itance, legacy, or succession taxes under
§ 81.9(a), second, the credit for gift tax
under paragraph (b) of this section,
third, the credit for gift tax under para-
graph (¢) of this section, fourth, if the
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decedent died after October 20, 1951, the
credit under §81.9(b) for death taxes
paid to a foreign country, and, fifth, if
the decedent died after December 31,
1951, the credit under §§ 81.9a to 81.9f,
for Federal estate tax paid on certain
transfers of property to the decedent.”

§81.9 [Amendment]

PAR. 4. Section 81.9, as amended by
Treasury Decision 6034, is further
amended as follows:

(A) By amending the heading thereof
to read as follows: “Credit for death
taxres—(a) Taxes paid a State, Territory,
the District of Columbia or a possession
of the United States—(1) In general.”

(B) By inserting at the énd of para-
graph (a) the following:

(2) Limitation on credit if a deduc-
tion is allowed under sections 2 and 4 of
Public Law 414 (84th Cong.). If a de-
duction is allowed under sections 2 and 4
of Public Law 414 (84th Cong.), approved
February 20, 1956, for State death taxes
paid with respect to a charitable gift
(see § 81.37a), sections 3 and 4 of Public
Law 414 subject the credit for State
death taxes to special limitations.
Under these limitations the credit can-
not exceed the least of the following:

(1) The amount of State death taxes
paid other than those for which a deduc-
tion is allowed under sections 2 and 4
of Public Law 414;

(ii) The amount indicated in section
813(b) to be the maximum ecredit allow-
able with respect to the decedent’s net

- estate; or

(iii) An amount, A, which bears the
same ratio to B (the amount which would
be the maximum credit allowable under
section 813(b) if the deduction under
sections 2 and 4 of Public Law 414 were
not allowed in computing the decedent’s
net estate) as C (the amount of State
death taxes paid other than those for
which a deduction is allowed under sec-
tions 2 and 4 of Public Law 414) bears
to D (the total amount of State death
taxes paid). For the purpose of this
computation, in determining what the
decedent’s net estate would be if the de-
duction under sections 2 and 4 of Public
Law 414 were not allowed, adjustment
must be made for the decrease in the
deduction for charitable gifts under sec-
tion 812(d) or 861(a) (3) (for estates of
nonresidents not citizens) by reason of
any increase in Federal estate tax which
would be charged against the charitable
gifts.

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

Ezample. The decedent died January 1,
1954, leaving a gross estate of $925,000. Ex-
penses, indebtedness, etc, amounted to
$25,000. The decedent bequeathed $400,000
to his son with the direction that the son
bear the State death taxes on the bequest.
The residuary estate was left to a charitable
organization. Except as noted above, all
Federal and State death taxes were payable
out of the residuary estate. The State im-
posed death taxes of $60,000 on the son’'s
bequest and death taxes of $75,000 on the
bequest to charity., For purposes of deter-
mining the basic tax, the decedent's net
estate (determined without regard to the
limitation imposed by subdivision (iil) of
this subparagraph) is computed as follows:
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Gross estate
Expenses, indebtedness, etc
Exemption

Deduction under sections 2 and 4 of P.L, 414

Charitable deduction:
Gross estate
Expenses, etc
Bequest to son
State death tax pald from residue_.

RULES AND REGULATIONS

$25, 000. 00
100, 000. 00
75, 000. 00

400, 000. 00
75, 000. 00

Federal estate tax paid from residue. 122, 916.67 622,916.67 302, 083. 33 502,083.33

Net estate for the purpose of determining the basic tax

422, 916. 67

If the deduction under sections 2 and 4 of Public Law 414 were not allowed, the decedent's

net estate would be computed as follows:

Gross estate
Expenses, indebtedness, etc
Exemption
Charitable deduction:

$925, 000. 00

825, 000. 00

Bequest to son
State death tax paid from residue..

400, 000. 00
75, 000. 00

Federal estate tax paid from residue. 155, 000.00 655, 000.00 270, 000. 00 3956, 000. 00

Net estate for the purpose of determining the basic tax

530, 000. 00

On a net estate of $530,000, the maximum
credit allowable under section 813(b) would
be $15,200. Under these facts, the credit for
State death taxes is determined as follows:

(1) Amount of State death taxes
paid other than those for
which a deduction is al-
lowed under sections 2 and
4 of Public Law 414
($135,000—875,000)

(2) Amount indicated in section
813(b) to be the maximum
credit allowable with re-
spect to the decedent’s net
estate of $422,916.67

(8) Amount determined by use
of the ratio described in
subdivision (iii) of this
subparagraph

$60,000
#135,000 " 010200 )

(4) Credit for State death taxes
(least of items (1) through
(8) above) 6, 755. 66

(C) By amending paragraph (c) to
read as follows: f

(¢) Claim for credit or refund and
interest on refund. (1) In general.
The credit is limited to such taxes as
were actually paid and credit therefor
claimed within four years after the filing
of the return, except as otherwise pro-
vided in this paragraph. If a petition
is filed with the Tax Court for the re-
determination of a deficiency within the
time prescribed by section 871(a) (see
§ 81.73), the credit is limited to such
taxes as were actually paid and eredit
therefor claimed within four years after
the filing of the return or before the
expiration of 60 days after the decision
of the Tax Court becomes final, which-
ever period is the last to expire. If an
extension of time has been granted for
payment of the tax shown on the return
or of a deficiency under section 822(a) (2)
or section 871(h), the credit is limited
to such taxes as were actually paid and
credit therefor claimed within four years
after the filing of the return or before
the date of the expiration of the exten-
sion, whichever period is the last to ex-
pire. Should the executor, in accordance
with the provisions of sections 925 and
926, elect to postpone the payment of
the Federal estate tax attributable to a

$60, 000. 00

10, 916. 67

6, 765. 56

reversionary or.remainder interest, the
credit allowable against the tax at-
tributable to such interest is limited to
estate, inheritance, legacy, or succession
taxes attributable to such interest as are
actually paid and credit therefor claimed
within four years after the filing of the
return or prior to the expiration of 60
days after the termination of the
precedent interest, whichever period is
the last to expire. However, if in ac-
cordance with sections 925 and 926 there
is a postponement, or postponement and
extension, of the time for payment of
such tax and if the precedent interest did
not terminate before July 5, 1958, credit
may be allowed for such taxes as were
actually paid and credit therefor claimed
within four years after the filing of the
return or before the expiration of the
time for payment as postponed pursuant
to section 925 and as extended (on ac-
count of undue hardship) under such
section, whichever period is the last to
expire. See section 927 of the Internal
Revenue Code and § 81.79(b).

(2) Rule applicable to credit for State
death tazes only. If a claim for refund
or credit of an overpayment of the Fed-
eral estate tax is timely filed, the credit
for death taxes paid to a State, Territory,
the District of Columbia, or a possession
of the United States is limited to such
taxes as were actually paid and credit
therefor claimed (i) within four years
after the filing of the return, or (ii) be-
fore the expiration of 60 days from the
date of mailing by certified or registered
mail of a notice of disallowance of any
part of the claim, or (iil) before the
expiration of 60 days after a decision by
any court of competent jurisdiction be-
comes final with respect to a timely suit
instituted upon the claim, whichever
period is the last to expire.

(3) Refund and interest. Refund
based on the credit, despite the provi-
sions of sections 910, 911, and 912, will
be made if claim therefor is filed within
the period provided for filing claim for
credit., Such refunds will be made with-
out interest.

Par. 5. There is inserted after § 81.9
the following new sections:

§81.9a Credit for tax on prior transfers,

(a) In general. The executor of g
present decedent’s estate may elect to
have a credit allowed under section 814
against the Federal estate tax imposed
on the present decedent’s estate for Fed.
eral estate tax paid on the transfer of
property to the present decedent from a
transferor who died within two years be-
fore the present decedent’s death, pro-
vided all of the following conditions are
satisfied:

(1) The present decedent was a citi-
zen or resident of the United States at
the time of his death;

(2) The present decedent died after
December 31, 1951; and

(3) The present decedent was the
spouse of the transferor at the time of
the transferor's death.

For purposes of §§ 81.9a through 81.9f,
the term “Federal estate tax” means the
tax imposed by sections 810, 860, and
935. The word “within” as used in this
paragraph means “‘during”. Therefore,
if a death occurs on the second anniver-
sary of another death, the first death is
considered to have occurred within the
two years before the second death. See
§ 81.9e for definition of the terms “prop-
erty” and “transfer”. There is no re-
quirement that the transferred property
be identified in the estate of the pres-
ent decedent or that the property be in
existence at the time of the decedent's
death. It is sufficient that the transfer
of the property was subjected to Federal
estate tax in the estate of the transferor
and that the other conditions set forth
in this paragraph are satisfied. The ex-
ecutor must submit such proof as may
be requested by the district director in
order to establish the right of the estate
to the credit. No interest is allowed or
paid on any refund resulting from the
application of section 814. If an execu-
tor elects a credit under this paragraph,
the deduction provided by section 812(c)
(§ 81.41) shall not be allowed for pur-
poses of determining the present dece-
dent’s net estate.

(b) Limitations on credit. The credit
for tax on prior transfers is limited to
the smaller of the following amounts:

(1) The amount of the Federal estate
tax attributable to the transferred prop-
erty in the transferor’s estate, computed
as set forth in § 81.8b; or

(2) The amount of the Federal estate
tax attributable to the transferred prop-
erty in the present decedent’s estate,
computed as set forth in § 81.9¢.

Rules for valuing property for purposes
of the credit are contained in § 81.9d.

(¢) Example. For an illustration of
the application of this section, €€
example in § 81.91,

§ 81.9b First limitation.

(a) Tax attributable 1o transferred
property in tiransferor’s estate. The
amount of the Federal estate tax &
tributable to the transferred prom’;m’m_
the transferor’s estate is the "ﬁx.'st limi .
tion.” Thus, the credit is limited 0
amount, A, which bears the same raral
to B (the “transferor’s adjusted e
estate tax”, computed as descri
paragraph (b) of this section) as C
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value of the property transferred (see scribed in paragraph (c¢) of this section).
§81.9d)) bears to D (the “transferor's Stated algebraically, the “first limita-
adjusted net estate”, computed as de- tion” (A) equals

value of transferred property (C)
iTransferor's adjusted net estate” (D)

X “Transferor's adjusted Federal estate tax"” (B)

(b) Transferor’s adjusted Federal es-
tate taz. For purposes of the ratio stated
in paragraph (a) of this section, the
“ransferor's adjusted Federal estate
tax" referred to as factor “B" is the
amount of the Federal estate tax paid
with respect to the transferor's estate
lus:

; (1) Any credit allowed the transferor’s
estate for gift tax under sections 813(a)
and 936(b) ; and -

(2) Any credit allowed the trans-
feror’s estate, under section 814, for tax
on prior transfers, but only if the trans-
feror acquired property from a person
who died within two years before the
death of the present decedent.

(¢) Transferor’s adjusted net estate.
For purposes of the ratio stated in para-
graph (a) of this section, the *“trans-
feror’s adjusted net estate” referred to
as factor “D” is the amount of the trans-
feror’s net estate for purposes of the tax
imposed by section 935, decreased by the
amount of any “death taxes” paid with
respect to his gross estate and increased
by the amount of the exemption allowed
under section 935(¢c) in computing his
net estate. The amount of the trans-
feror'’s net estate is determined in ac-
cordance with the provisions of § 81.6.
The term “death taxes” means the Fed-
eral estate tax (both the basic tax and
the additional tax) plus all other estate,
inheritance, legacy, succession, or similar
death taxes imposed by and paid to any
taxing authority, whether within or
without the United States. However,
only the net amount of such taxes paid is
taken into consideration.

(d) More than one transferor. If the
credit for tax on prior transfers relates
0 property received from more than
one transferor (as might be the case if
following the death of his first wife the
decedent remarried and the second wife
also predeceased the decedent, with all
three deaths taking place within a two
ziw period), the provisions of this see-
ron are to be applied separately with

tspect to the property received from
each transferor,

(&) Ezample. For an illustration of

the application of this section, see the
€xample in § 81.9¢,

§81.9¢

@) Taz attributable to transferred
}g;merty in present decedent’s gstate.
attf'l tinnount of the Federal estate tax

1;hutixble to the transferred property
D€ Dresent decedent’s estate is the
Second limitation. Thus, the credit

@ to the difference between—
o ;e total estate tax payable (see
eedént' With respect to the present de-
i t‘,s estate, fieternuned without re-
et c:tny credit for tax on prior trans-
P gr section 814 or any credit for
i eath taxes claimed under the
and

Second limitation.

NS of a death tax convention,

(2) The total estate tax determined as
provided in subparagraph (1) of this
paragraph, but computed by subtracting
from the present decedent’s gross estate
the value of the property transferred
(see §81.9d), and by making only the
adjustment indicated in paragraph (b)
of this section if a charitable deduction
is allowable to the estate of the present
decedent.

(h) Reduction of charitable deduction.
If a charitable deduction is allowable to
the estate of the present decedent under
the provisions of section 812(d), for pur-
poses of determining the tax described in
paragraph (a)(2) of this section, the
charitable deduction otherwise allow-
able is reduced by an amount, E, which
bears the same ratio to F' (the charitable
deduction otherwise allowable) as G (the
value of the transferred property (see
§81.9d)) bears to H (the value of the
present decedent's gross estate reduced
by the amount of the deductions for ex-
penses, indebtedness, taxes, losses, etc.,
allowed under the provisions of section
812(b)).

(c) More than one transferor. If the
credit for tax on prior transfers relates
to property received from more than one
transferor, the property received from
all such transferors is aggregated in de-
termining the limitation on credit under
this section (the “second limitation”).
However, the limitation so determined is
apportioned to the property received
from each transferor in the ratio that
the property received from each trans-
feror bears to the total property received
from all transferors.

(d) Ezxample. For an illustration of
the application of this section, see the
example in § 81.9f.

§ 81.9d Valuation of property trans-
ferred.

(a) In general. For purposes of sec-
tion 814 and §§ 81.9a through 81.9f, the
value of the property transferred to the
decedent is the value at which such prop-
erty was included in the transferor’s
gross estate for the purpose of the Fed-
eral estate tax (see §§ 81.10 and 81.11)
reduced as indicated in paragraph (b)
of this section. If the decedent received
a life estate or remainder or other
limited interest in property included in
the transferor’s gross estate, the value of
the interest is determined as of the date
of the transferor’s death on the basis of
recognized valuation principles (see es-
pecially paragraphs (i) and (j) of
§ 81.10). The application of this para-
graph may be illustrated by the follow-
ing examples (in each of which H was
the husband and W was the wife) :

Ezample (1). H died on January 1, 1951,
leaving Blackacre to W. The property was
included in H's gross estate at a value of
$100,000. On December 1, 1852, W sold
Blackacre to C for $150,000. W died on Jan-
uary 1, 1853. For purposes of computing
the credit against the tax imposed on W's
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estate, the value of the property transferred
to W s $100,000.

Ezample (2). H died on July 1, 1952, leav-
ing Blackacre to W for life and, upon W's
death, remainder to C who was W's sister,
At the time of H's death, W was 56 years of
age. The property was Included In H's gross
estate at a value of $100,000. The part of
that value attributable to the life estate is
$44,688 (see paragraph (i) of section 81.10),
and the part of that value attributable to
the remainder is $55,312. W died on Jan-
uary 1, 1954, and C died on July 1, 1954,
For purposes of computing the credit against
the tax imposed on W's estate, the value of
the property transferred to W is $44,688.
It should be noted that no credit under sec-
tion 814 is allowable to C's estate in this
example since C was not married to H at the
time of H's death.

(b) Special adjustments. In arriving
at the value of the property transferred
to the decedent, the value at which the
property was included in the transferor’s
gross estate (see paragraph (a) of this
section) is reduced as follows:

(1) By the amount of the Federal

“estate tax and any other estate, inher-

itance, legacy, or succession taxes which
were payable out of the property trans-
ferred to the decedent or which were
payable by the decedent in connection
with the property transferred to him.
For example, if under the transferor’s
will or local law all death taxes are to be
paid out of other property with the result
that the decedent receives a bequest free
and clear of all death taxes, no reduction
is to be made under this subparagraph;

(2) By the amount of any marital de~
duction allowed the transferor’s estate
under section 812(e) ; and

(3) (1) By the amount of any encum-
brance on the property or by the amount
of any obligation imposed by the trans-
feror and incurred by the decedent with
respect to the property, to the extent such
charges would be taken into account if
the amount of a gift to the decedent of
such property were being determined.

(ii) For purposes of this subpara-
graph, an obligation imposed by the
transferor and incurred by the decedent
with respect to the property includes a
bequest, etc., in lieu of the interest of
the surviving spouse under community
property laws, unless the interest was,
immediately prior to the transferor’s
death, a mere expectancy. (As to the
circumstances under which the interest
of a surviving spouse is regarded as a
mere expectancy, see the provisions of
paragraph (b) of §81.47d which are
equally applicable here.) However, an
obligation imposed by the transferor and
incurred by the decedent with respect to
the property does not include a bequest,
devise, or other transfer in lieu of dower,
curtesy, or of a statutory estate created
in lieu of dower or curtesy, or of other
marital rights in the transferor’s prop-
erty or estate.

(iii) The application of this subpara-
graph may be illustrated by the follow-
ing examples:

Ezample (1). The transferor devised to
the decedent real estate subject to a mort-
gage. The value of the property transferred
to the decedent does not include the amount
of the mortgage. If, however, the trans-
feror by his will directs the executor to pay
off the mortgage, such payment constitutes
an additional amount transferred to the
decedent,
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Example (2). The transferor bequeathed
certain property to the decedent with a di-
rection that the decedent pay $1,000 to X.
The value of the property transferred to the
decedent is the value of the property reduced
by $1,000.

Ezample (3). The transferor bequeathed
certain property to his wife, the decedent, In
lieu of her interest in property held by them
as community property under the law of the
State of their residence. The wife elected to
relinquish her community property interest
and to take the bequest. The value of the
property transferred to the decedent is the
value of the property reduced by the value of
the community property interest relin-
quished by the wife.

Ezample (4). The transferor bequeathed
his entire residuary estate to the decedent,
out of which certain claims were to be satis-
fied. The entire distributable income of the
transferor's estate (during the period of its
administration) was applied toward the
satisfaction of these claims and the remain-
ing portion of the claims was satisfied by the
decedent out of her own funds. Thus, the
decedent received a larger sum upon settle-
ment of the transferor's estate than she was
actually bequeathed. The value of the prop-
erty transferred to the decedent is the value
at which such property was included in the
transferor's gross estate, reduced by the
amount of the estate income and the dece-
dent's own funds paid out in satisfaction of
the claims. :

§ 81.9¢

(a) Property. For purposes of section
814 and §§ 81.9a through 81.9f; the term
“property” means any beneficial interest
in property, including a general power of
appointment (as defined in section 811
(f)) over property. Thus, the term does
not include an interest in property con-
sisting merely of a bare legal title, such
as that of a trustee. Nor does the term
include a power of appointment over
property which is not a general power of
appointment (as defined in section 811
(f)). Examples of property, as described
in this paragraph, are annuities, life
estates, estates for terms of years, vested
or contingent remainders and other
future interests.

(b) Transfer. In order to obtain the
credit for tax on prior transfers, there
must be a transfer of property described
in paragraph (a) of this section by or
from the transferor to the decedent.
The term “transfer” of property by or
from a transferor means any passing of
property or an interest in property under
circumstances which were such that the
property or interest was included in the
gross estate of the transferor. In this
connection, if the decedent receives
property as a result of the exercise or
nonexercise of a power of appointment,
the donee of the power (and not the cre-
ator) is deemed to be the transferor of
the property if the property subject to
the power is includible in the donee’s
gross estate under section 811(f) (relat-
ing to powers of appointment). Thus,
notwithstanding the designation by local
law of the capacity in which the dece-
dent takes, property received from the
transferor includes interests in prop-
erty held by or devolving upon the dece-
dent: (1) As spouse under dower or
curtesy laws or laws creating an estate
in lieu of dower or curtesy; (2) as sur-
viving tenant of a tenancy by the
entirety or joint tenancy with survivor-
ship rights; (3) as beneficiary of the

Property and transfer defined.
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proceeds of life insurance; (4) as sur-
vivor under an annuity contract; (5) as
donee (possessor) of a general power of
appointment (as defined in section 811
(f)) ; (6) as appointee under the exercise
of a general power of appointment (as
defined in section 811(f)); or (7) as
remainderman under the release or non-
exercise of a power of appointment by
reason of which the property is included
in the gross estate of the donee of the
power under section 811(f).

(¢) Ezample. The application of this
section may be illustrated by the follow-
ing example:

Ezample. H died on July 1, 1951. He
devised Blackacre to B, as trustee with direc-
tions to pay the income therefrom to W, H's
wife, for life. Upon W’s death, Blackacre is
to be sold. W was given a general testa-
mentary power to appoint one-third of the
proceeds, and a testamentary power, which is
not & general power, to appoint the remain-
ing two-thirds of the proceeds to such of
H’s issue as she should choose. W died on
June 1, 1953. W's life estate in Elackacre
and her testamentary power over the one-
third interest in the remainder constitute
“property” received from H for purposes of
the credit in W's estate. The nongeneral
testamentary power over the remaining two-
thirds interest in the proceeds of the sale
does not constitute “property” for purposes
of the credit in W's estate.

§ 81.9f Example.

The application of §§81.9a through
81.9e may be further illustrated by the
following example:

Ezample (a) Facts. H died December 1,
1952, leaving a gross estate of $1,000,000.
Expenses, Indebtedness, etc., amounted to
§90,000. H bequeathed $200,000 to W, his
wife, $100,000 of which qualified for the
marital deduction. W died November 1,
19583, leaving a gross estate of $500,000. Ex-
penses, indebtedness, etc., amounted to
£40,000. W bequeathed $150,000 to charity.
H and W were both citizens of the United
States. The estates of H and W both pald
State death taxes equal to the maximum
credit allowable for State death taxes.
Death taxes were not a charge on the bequest
to W or on the bequest to charity. The exec-
utor of W’s estate elects to apply the credit
provided by section 814 in determining the
Federal estate tax on W's estate.

(b) “First limitation” on credit for W's
estate (§ 81.9v)—(1) H's basic estale tax.

H's gross estate---oeeeeeea o $1, 000, 000. 00
Expenses, indebtedness, etc. 90, 000. 00

H's adjusted gross estate_ ...
Marital deduc-

910, 000. 00

OB S $100, 000. 00
Exemption._... 100, 000. 00 200, 000. 00
H's net estate--cocueccnuaaa 710, 000. 00
H’s gross basic estate tax_ ... 29, 100. 00
Credit for State death taxes. 23, 280. 00
H's net basic estate tax pay-
(1) 7 Vo SR W S e o B 5, 820. 00
(2) H’s additional estate taz.
Net estate (computed in same
manner as net estate for
baslc estate tax except for
difference in specific exemp-
YoR ) e S e 750, 000. 00
H’s net additional estate tax
Payable e 204, 100. 00
[ —

(8) H'’s tolal estate tax payable,
Sum of net basic and net ad-

ditional taxes. . ... $209, 820, 00

(4) Computation of limitation,
“PFirst limitation” =$209,-
920.00 (§ 81.9b(b)) X
$200,000.00—$100,000.00
(§81.9d)
$750,000.00 — $209,920.00
—$23,280.00 +860,000.00
(§81.8b(C)) ccccmmece o 36,308.80

(¢) “Second limitation” on credit for W's
estate (§ 81.9c)—(1) W’s total estate taz pay-
able as described in § 81.9¢(a) (1) (previously

tazed transfer included)—(i) W’s basic
estate tazx.
W's gross estate_ ... $500, 000.00
Expenses, indebt-
edness, etC...-- 840, 000. 00
Charitable deduc-
p 7 To, ( RCENR T PO 150, 000. 00
Exemption. ... 100, 000, 00
290, 000. 00
Wisnet estate - cee o 210, 000. 00
W'’s gross basic estate tax___.___ 4,900.00
Credit for State death taxes.. 3, 920,00
W's net basic estate tax payable. 980, 00

(11) W’s edditional estate taz.

Net estate (computed In same
manner as net estate for basic
estate tax except for differ-
ence in specific exemption).. 250,000.00

W’s net additional estate taxr
LY ) e S o e A 60, 800. 00

(1i1) W’s total estate tax payadie.

Sum of net basic and net ad-

ditional taxes . oco-o--- 61, 780,00

(2) W’s total estate tax payable a3 de-
scribed in § 81c(a)(2) (previously texed
transfer excluded)—(1) W’s basic estate tas,

W's gross estate. - -oooooueaua- $400, 000. 00
Expenses, indebt-
edness, etc.- - $40, 000. 00
Charitable deduc-
tion (§81.9¢(b))
=$150,000.00
— ($150,000.00 X
$200,000.00
M 117, 391. 80
$500,000.00
—$40,000.00
Exemption .-~ 100, 000. 00 257, 801,30
70
"= net estate oo 142, 608.
W’s net estate .- ——--- _~=,———:—‘=;
W's gross baslc estate taX.---- 2'%%1
Credit for State death taxes-- 2,72,
555.08

W's net baslc estate tax payable- 7

(it) W’s additional estate taz.

Net estate (computed in same
manner as net estate for
basic estate tax except for
in ific exemp-

s 162,608

(1) W’s total estate 0% payable.

Sum of net basic and net addi- 43,260.00
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(8) “Second limitation”.

gubparagraph (1)- $61,780.00

Less: Subpara-
graph (2) --emmmn 43, 260. 00

$18, 520. 00
(d) Credit of W's estate for taz on prlor

transfers (§ 81.9a(c)).

Credit for tax on prior transfers=$18,520.00
(lower of paragraphs (b) and (c¢)).

Par. 6. There is inserted immediately
after section 208 of the Technical
Changes Act of 1953, and preceding sec-
tion 302(¢c) of the Revenue Act of 1926
(as originally enacted), which precede
§81.15, the following:

Pusuic Law 414 (ErGHTY-FOURTH CONGRESS,
SeconD SesSION), APPROVED FEBRUARY 20,
1066

Be it enacted by the Senate and House of
Representatives of the Unilted States of
America in Congress assembled, That (a)
section 208 (b) of the Technical Changes
Act of 1063 is amended by striking out
“1950" and inserting in lieu thereof “1947".

(b) The amendment made by subsection
(8) shall be effective as if enacted as a part
of section 208(b) of the Technical Changes
Act of 1953.

. L . . .

Pusuie Law 901 (E1cHTY-FOURTH CONGRESS,
SECOND SESSION) , APPROVED AUGUST 1, 1956

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That if, in
the case of property transferred by a dece-
dent dying after February 10, 1939, refund
or eredit of any overpayment resulting from
the application of subsections (a) and (b)
of sectlon 7 of the Act entitled “An Act to
amend certain provisions of the Internal
Revenue Code", approved October 25, 1949
(83 Stat. 891; Public Law 378, Eighty-first
Congress), was prevented on October 25,
1049, by the operation of any law or rule of
law (other than section 3760 of the Internal
Revenue Code of 1939, relating to closing
igreements, and other than section 3761 of
such Code of 1939, relating to compromises),
refund or credit of such overpayment (re-
duced as provided in section 2) may, never-
theless, be made or allowed 1if claim therefor
s filed within one year from the date of the
enactment of this Act,

. SEC. 2. The amount of the reduction re-
tex’x'ed to In the first section of this Act is
wi;e fmount of gift tax refunded (together
Sut;h Interest paid thereon) by the United

tes by reason of the inclusion in the
fross estate of the value of the property
tausing the overpayment resulting from the
::cpllcatlon of subsections (a) and (b) of
: D“;lon T of the Act approved October 25,

PilB;cc;nsim;qo interest shall be allowed or
overpaymen

pplication of \tl’xl{sJ A{:t. o o
§81.17 [Amendment]

Pag, 7, Section 81.17
( -17, as amended by
'{;;4% Decision 6078, approved July 7,
15 further amended by adding the
New paragraph at the end of

sub;
thefgggraph (2) of paragraph (c)

Au!;uut;ltic1 Law 901 (84th Cong.), approved
Tl 1956, provides that in the case
Toperty transferred by a decedent;

o credltm February 10, 1939, if refund
of Any overpayment resulting
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from the application of subsections (a)
and (b) of section 7 of Public Law 378
was prevented on October 25, 1949, by
operation of any law or rule of law (other
than section 3760, relating to closing
agreements, and section 3761, relating
to compromises), refund or eredit of such
overpayment may, nevertheless, be made
or allowed if claim therefor is filed on or
before August 1, 1957. However, the
amount of the overpayment is reduced by
the amount of any gift tax refunded (to-
gether with interest paid thereon) by
the United States by reason of the in-
clusion in the gress estate of the value
of the property causing the overpayment
resulting from the application of subsec-
tions (a) and (b) of section 7 of Public
Law 378. No interest is allowed or paid
on any overpayment resulting from the
application of Public Law 901.

§ 81.20 [Amendment]

Par. 8. Section 81.20, as amended by
Treasury Decision 6073, is further
amended by striking “1950” from the
last undesignated paragraph (26 CFR
(1939) 81.20(b) (4)) of paragraph (b),
and by substituting in lieu thereof
“1947",

Par. 9. There is inserted immediately
preceding § 81.29 the following:

PusLic Law 414 (EIGHTY-FOURTH CONGRESS,
SECOND SESSION), APPROVED FEBRUARY 20,
1956 ;

. - . - «

SEC. 2. Section 2053 of the Internal Reve-
nue Code of 1954 (relating to deductions
from the gross estate for expenses, indebted-
ness, and taxes) is hereby amended by re-
designating subsection (d) to be subsection
(e) and by adding after subsection (¢) a new
subsection as follows:

“(d) Certain State death tazes—(1) Gen-
eral rule, Notwithstanding the provisions of
subsection (¢)(1)(B) of this section, for
purposes of the tax imposed by section 2001
the value of the taxable estate may be deter-
mined, if the executor so elects before the
expiration of the period of limitation for
assessment provided in section 6501, by de-
ducting from the value of the gross estate
the amount (as determined in accordance
with regulations prescribed by the Secretary
or his delegate) of any estate, succession,
legacy or inheritance tax imposed by a State
or Territory or the District of Columbia, or
any possession of the United States, upon a
transfer by the decedent for public, chari-
table, or religlous uses described in section
2065 or 2106(a)(2). The election shall be
exercised in accordance with regulations pre-
scribed by the Secretary or his delegate.

“(2) Condition for allowance of deduction.
No deduction shall be allowed under para-
graph (1) for a State death tax specified
therein unless the decrease in the tax im-
posed by section 2001 which results from the
deduction provided for in paragraph (1) will
inure solely for the benefit of the public,
charitable, or religious transferees described
in sectlon 2055 or section 2106(a) (2). In any
case where the tax imposed by section 2001
is equitably apportioned among all the trans-
ferees of property included in the gross estate,
including those described in sections 2055
and 2106(a) (2) (taking into account any
exemptions, credits, or deductions allowed by
this chapter), in determining such decrease,
there shall be disregarded any decrease in the
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Federal estate tax which any transferees
other than those described in sections 2055
and 2106(a) (2) are required to pay.

“(38) Effect of deduction on credit for State
death tazes. See section 2011(e) for the effect
of a deduction taken under this subsection
on the credit for State death taxes.”

* L - K -

Sec. 4. The amendments to the Internal
Revenue Code of 1954 made by sections 2 and
3 of this Act, and provisions having the same
effect as this amendment, which shall be
considered to be included in chapter 3 of
the Internal Revenue Code of 1939, shall
apply to the estates of all decedents dying
after December 31, 1953.

§ 81.37 [Amendment]

PaR. 10. The last sentence of § 81.37 is
amended to read as follows: “Except as
otherwise provided in § 81.37a with re-
spect to certain death taxes paid on
charitable, ete., transfers, no estate, suc-
cession, legacy, or inheritance tax is
deductible.”

Par. 11. There is inserted after § 81.37
the following new section:

§ 81.37a Deduction for certain State
death taxes.

(a) General rule. If the decedent died
after December 31, 1953, a deduction is
allowed his estate under sections 2 and 4
of Public Law 414 (84th Cong.), approved
February 20, 1956, for the amount of
any estate, succession, legacy, or inher-
itance tax imposed by a State, Territory,
the District of Columbia, or any posses-
sion of the United States upon a transfer
by the decedent for charitable, etc., uses
described in section 812(d) or 861(a) (3)
(relating to the estates of nonresidents
not citizens), but only if (1) the condi-
tions stated in paragraph (b) of this
section are met, and (2) an election is
made in accordance with the provisions
of paragraph (c¢) of this section. See
sections 3 and 4 of Public Law 414 and
§81.9(a) (2) for the effect which the
allowance of this deduction has upon
the credit for State death taxes.

(b) Condition for allowance of deduc-
tion. (1) The deduction is not allowed
unless either—

(i) The entire decrease in the Fed-
eral estate tax resulting from the allow-
ance of the deduction inures solely to
the benefit of a charitable, etc., trans-
feree described in section 812(d) or
861(a) (3),0or

(ii) The Federal estate tax is equi-
tably apportioned among all the trans-
ferees (including the decedent’s surviv-
ing spouse and the charitable, ete.,
transferees) of property included in the
decedent’s gross estate.

For allowance of the deduction, it is suffi-
clent if either of these conditions is satis-
fied. Thus, in a case where the entire
decrease in Federal estate tax inures to
the benefit of a charitable transferee,
the deduction is allowable even though
the Federal estate tax is not equitably
apportioned among all the transferees
of property included in the decedent’s
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gross estate. Similarly, if the Federal
estate tax is equitably apportioned
among all the transferees of property in-
cluded in the decedent's gross estate, the
deduction is allowable even though a
noncharitable transferee receives some
benefit from the allowance of the
deduction.

(2) For purposes of this paragraph,
the Federal estate tax is considered to
be equitably apportioned among all the
transferees (including the decedent’s
surviving spouse and the charitable, ete.,
transferees) of property included in the
decedent’s gross estate only if each
transferee’s share of the tax is based
upon the net amount of his bequest sub-
jected to the tax (taking into account
any exemptions, credits, or deductions
allowed by chapter 3). See examples (2)
through (5) of paragraph (e) of this
section.

(e) Ezercise of election. The election
to take a deduction for a State death tax
imposed upon a transfer for charitable,
ete., uses shall be exercised by the execu-
tor by the filing of a written notification
to that effect with the district director of
internal revenue in whose district the
estate tax return for the decedent’s es-
tate was filed. The notification shall be
filed before the expiration of the period
of limitation for assessment provided in
section 874 (usually 3 years from the last
day for filing the return). The election
may be revoked by the executor by the
filing of a written notification to that
effect with the district director at any
time before the expiration of such period.

(d) Amount of State death tax im-
posed upon a transfer. If a State death
tax is imposed upon the transfer of the
decedent’s entire estate and not upon the
transfer of a particular share thereof, the
State death tax imposed upon a transfer
for charitable, etc., uses is deemed to be
an amount, E, which bears the same ratio
to F (the amount of the State death tax
imposed with respect to the transfer of
the éntire estate) as G (the value of the
charitable, ete., transfer, reduced as pro-
vided in the next sentence) bears to H
(the total value of the properties, in-
terests, and benefits subjected to the
State death tax received by all persons
interested in the estate, reduced as pro-
vided in the last sentence of this para-
graph). In arriving at amount G of the
ratio, the value of the charitable, ete.,
transfer is reduced by the amount of any

deduction or exclusion allowed with re-

spect to such property in determining
the amount of the State death tax. In
arriving at amount H of the ratio, the
total value of the properties, interests,
and benefits subjected to State death tax
received by all persons interested in the
estate is reduced by the amount of all
deductions and exclusions allowed in de-
termining the amount of the State death
tax on account of the nature of a bene-
ficiary or a beneficiary's relationship to
the decedent.

(e) Ezxamples. The application of this
section may be illustrated by the follow-
ing examples:

Ezample (1). The decedent’s gross estate
was valued at $200,000. He bequeathed
$90,000 to a nephew, $10,000 to Charity A,
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and the remainder of his estate to Charity B.
State inheritance tax in the amount of
$13,500 was imposed upon the bequest to
the nephew, $1,500 upon the bequest to
Charity A, and $15,000 upon the bequest to
Charity B. Under the will and local law,
each legatee is required to pay the State
inheritance tax on his bequest, and the Fed-
eral estate tax is to be paid out of the residu-
ary estate. Since the entire burden of paying
the Federal estate tax falls on Charity B, it
follows that the decrease in the Federal estate
tax resulting from the allowance of deduc-
tions for State death taxes in the amounts
of $1,500 and $15,000 would inure solely for
the benefit of Charity B. Therefore, deduc-
tions of $1,500 and $15,000 are allowable
under sections 2 and 4 of Public Law 414.
If, in this example, the State death taxes
as well as the Federal estate tax were to be
paid out of the residuary estate, the result
would be the same.

Ezample (2). The decedent’s gross estate
was valued at $350,000. Expenses, indebted-
ness, etc., amounted to $50,000. The entire
estate was bequeathed In equal shares to a
son, & daughter, and Charity C. State in-
heritance tax in the amount of $2,000 was
imposed upon the bequest to the son, $2,000
uppn the bequest to the daughter, and 85,000
upon the bequest to Charity C. Under the

will and lccal law, each legatee is required to

pay his own State inheritance tax and his
proportionate share of the Federal estate tax
determined by taking into consideration the
net amount of his bequest subjected to the
tax. Since each legatee's share of the Fed-
eral estate tax is based upon the net amount
of his bequest subjected to the tax (note
that the deductions under sections 2 and 4
of Public Law 414 and under section 812(d)
will have the effect of reducing Charity O’s
proportionate share of the tax), the tax is
considered to be equitably apportioned.
Thus, a deduction of $5,000 is allowable under
sections 2 and 4 of Public Law 414. This
deduction together with a deduction of
$05,000 under section 812(d) (charitable de-
duction) will mean that none of Charity C's
bequest is subjected to Fecderal estate tax.
Hence, the son and the daughter will bear
the entire estate tax.

Ezample (3). The decedent bequeathed
his property in equal shares, after payment
of all expenses, to a son, & daughter, and a
charity. State inheritance tax of 2,000 was
imposed upon the bequest to the son, $2,000
upon the bequest to the daughter, and
815,000 upon the bequest to the charity.
Under the will and local law, each beneficlary
pays the State inheritance tax on his bequest
and the Federal estate tax is to be pald out
of the estate as an administration expense.
If the deduction for State death tax on the
charitable bequest is allowed in this case,
some portion of the decrease in the Federal
estate tax would inure to the benefit of the
son and the daughter. The Federal estate
tax is not considered to be equitably ap-
portioned in this case since each legatee's
share of the Federal estate tax is not based
upon the net amount of his bequest sub-
Jected to the tax (note that the deductions
under sections 2 and 4 of Public Law 414
and under section 812(d) will not have the
effect of reducing the charity's proportion-
ate share of the tax). Inasmuch as some of
the decrease in the Federal estate tax pay-
able would inure to the benefit of the son
and the daughter, and inasmuch as there is
no equitable apportionment of the tax, no
deduction is allowable under sections 2 and
4 of Public Law 414,

Ezample (4). The decedent bequeathed
his entire residuary estate In trust to pay
the income to X for life with remainder to
charity. The State imposed inheritance
taxes of $2,000 upon the bequest to X and
$10,000 upon the bequest to charity. Under
the will and local law, all State and Federal

taxes are payable out of the residuary ¢.
tate and therefore they would reduce {ha
amount which would become the corpus of
the trust. If the deduction for the Btats
death tax on the charitable bequest i5 a.
lowed in this case, some portion of the ds.
crease in the Federal estate tax would inury
to the benefit of X since the allowance of
the deduction would Increase the giza of
the corpus from which X is to recefve the
income for life, Also, the Federal estate tax
is not considered to be equitably appor.
tioned in this case since each legatee's ghare
of the Federal estate tax is not based upon
the net amount of his bequest subjected to
the tax (note that the deductions under sec-
tions 2 and 4 of Public Law 414 and under
section 812(d) will not have the effect of
reducing the charity’s proportionate share
of the tax). Inasmuch as some of the de.
crease in the Federal estate tax payable
would inure to the benefit of X, and inas-
much as there is no equitable apportionment
of the tax, no deduction is allowable under
sections 2 and 4 of Public Law 414,
Ezample (5). The decedent's gross estate
was valued at $750,000. Expenses, indebt-
edness, etc.,, amounted to $50,000. The de-
cedent bequeathed 8350,000 of his estate to
his surviving spouse and the remainder of
his estate equally to his son and Charity
D. State inheritance tax In the amount of
$7,000 was imposed upon the bequest to
the surviving spouse, $26,250 upon the be-
quest to the son, and $26,250 upon the be-
quest to Charity D. The will was silent
concerning the payment of taxes. In such
a case, the local law provides that each
legatee shall pay his own State inheritance
tax. The local law further provides for
an apportionment of the Federal estat
tax among the legatees of the estate. Under
the apportionment provisions, the surviving
spouse is not required to bear any part of
the Federal estate tax with respect to ber
$350,000 bequest. It should be noted, how-
ever, that the marital deduction allowed 0
the decedent’s estate by reason of the be
quest to the surviving spouse 18 limited

(to $343,000 (£350,000 bequest less 87,000

State inheritance tax payable by the sur-
viving spouse). Thus, the bequest to the
surviving spouse is subjected to the Federal
estate tax in the net smount of $7,000. I
the deduction for State death tax on the
charitable bequest is allowed in this cast
some portion of the decrease in the Federal
estate tax would inure to the benefit of the
son. The Federal estate tax s not con
sldered to be equitably apportioned in this
case since each legatee's share of the Fed-
eral estate tax is not based upon fhe net
amount of his bequest subjected 10 the
tax (note that the surviving spouse is 0
pay no tax). Inasmuch as someé of ﬂ;!
decrease in the Federal estate tax payabie
would inure to the benefit of the son,
inasmuch as there is no equitable appar-
tionment of the tax, no deduction 18 allow-
able under sections 2 and 4 of Public Ia¥
414,

PaAR. 12. There is inserted in}me.distely
preceding § 81.47a the following:

PusLic Law 85-318, ApprovEp FEBRUART 1
19568

Be it enacted by the Senate and House g;
Representatives of the United Swmuc-
America in Congress assembled, That s
tion 812(e) (1) (D) of the Internal Rev®
Code of 1939 (relating to bequests o
interest to a surviving spousé cond!
on survival for a limited period) is a;:);m ;
by adding at the end thereof the f0

“For the purposes of subpara)
an event or contingency s
sidered an event or contingen
occurrence of which an fnterest pass

graph (B
hall not be &

o b
cy upd %
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the surviving spouse will terminate or fall

":Im) Within six months after the date
of the decedent’s death, such event or con-
tingency becomes impossible of occurrence;

mf(lv) The decedent was adjudged incom-
petent before April 2, 1948, and was not
nstored to competency before his death.”

8ge. 2. The amendment made by this Act
shall apply with respect to decedents dying
after April 2, 1948,

80, 8. No interest shall be allowed or paid
on any overpayment resulting from the
smendment made by this Act.

Sgc. 93. BEQUESTS, ETC., TO SURVIVING SPOUSE
|TecENICAL AMENDMENTS ACT OF 1958, Arp-
movED BEPTEMBER 2, 1958].

(a) Amendment of 1939 Code. Section
8i2(e) (1) (F) of the Internal Revenue Code
of 1939 (relating to trust with power of ap-
polntment In surviving spouse) is amended
1o read as follows:

“(F) Life estate with power of appoint-
ment in surviving spouse. In the case of an
interest in property passing from the dece-
dent, If his surviving spouse is entitled for
life to all the Income from the entire in-
terest, or all the Income from a specific por-
tion thereof, payable annually or at more
frequent intervals, with power in the surviv-
Ing spouse to appoint the entire interest, or
such specific portion (exercisable in favor of
such surviving spouse, or of the estate of
sich surviving spouse, or in favor of either,
whether or not in each case the power is
exercisable In favor of others), and with no
power in any other person to appoint any
part of the interest, or such specific portion,
W0 any person other than the surviving
$pouse—

“() The interest or such portion thereof
10 passing shall, for purposes of subpara-
graph (A), be considered as passing to the
surviving spouse, and

‘(1) No part of the interest so passing
shall, for purposes of subparagraph (B) (1),
be considered as passing to any person other
ihan the surviving spouse.

This subparagraph shall apply only if such
Power In the surviving spouse to appoint the
etire interest, or such specific portion
thereof, whether exercisable by will or during

life, 15 exercisable by such spouse alone and in
ull events, "

(b) Effective date. The amendment made
by subsection (a) shall apply with respect to
estates of decendents dying after April 1,
i e:;xd before August 17, 1054. If refund
B t of any overpayment resulting from
= ’:dppllcatlon of such amendment is pre-
Ac’: on the date of the enactment of this
mém;) at any time within one year from such
l“_-( Y the operation of any law or rule of

" nother than section 3760 of the Internal
Internléle Code of 1939 or section 7121 of the
o nRevenue Code of 1954, relating to
o gz glreements, and other than section
R e Internal Revenue Code of 1939
Bty 0 7122 of the Internal Revenue Code

; 6rrelat1ng o compromises), refund or
S ms;‘!lch Overpayment may, neverthe-
fied. gt € or allowed if claim therefor is
mactmentn One year after the date of the

oed o of this Act. No interest shall be
ing too paid on any overpayment result-
M the enactment of this section.

§81.47, [Amondment]
Par, 13, Section

, 1954, is further
: 4, amended—
A: ecl(i)y Striking the word “trusts” in
o c!}l?drR Sentence of paragraph (b)
llsefti (1939) 81.47a(b) (2) (1)) and
0g in liey thereof “life interests’,

Teadas ojlops. "¢ Peragraph () to

No. 12—
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(¢) Marital deduction; life estate with
power of appointment in surviving
spouse—(1) In general. Except as
otherwise provided in subparagraph (10)
of this paragraph (pertaining to estates
of decedents dying after December 31,
1947, and on or before April 1, 1948), if
an interest in property passes from
the decedent to his surviving spouse
(whether or not in trust) and the spouse
is entitled for life to all the income from
the entire interest or all the income from
a specific portion of the entire interest,
with a power in her to appoint the entire
interest or the specific portion, the in-
terest which passes to her is under the
provisions of section 812(e) (1) (F), as
amended by section 93(a) of the Tech-
nical Amendments Act of 1958, a deduct-
ible interest, to the extent that it satis-
fies all five of the conditions set forth
below (see subparagraph (2) of this
paragraph if one or more of the condi-
tions is satisfied as to only a portion of
the interest) :

(i) The surviving spouse must be en-
titled for life to all of the income from
the entire interest or a specific portion
of the entire interest, or to a specific
portion of all the income from the entire
interest.

(ii) The income payable to the sur-
viving spouse must be payable annually
or at more frequent intervals.

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

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

(v) The entire interest or the specific
portion must not be subject to a power
in any other person to appoint any part
to any person other than the surviving
spouse.

(2) Specific portion; deductible
amount. If either the right to income
or the power of appointment passing to
the surviving spouse pertains only to a
specific portion of a property interest
passing from the decedent, the marital
deduction is allowed only to the extent
that the rights in the surviving spouse
meet all of the five conditions described
in subparagraph (1) of this paragraph.
While the rights over the income and the
power must coexist as to the same inter-
est in property, it is not necessary that
the rights over the income or the power
as to such interest be in the same pro-
portion. However, if the rights over in-
come meeting the required conditions
set forth ir subparagraph (1) () and (i)
of this paragraph extend over a smaller
share of the property interest than the
share with respect to which the power of
appointment requirements set forth in
subparagraph (1) (i) through (v) of
this paragraph are satisfied, the deduc-
tible interest is limited to the smaller
share. Correspondingly, if a power of
appointment meeting all the require-
ments extends to a smaller portion of the
property interest than the portion over
which the income rights pertain, the de-
ductible interest cannot exceed the value
of the portion to which such power of
appointment applies. Thus, if the de-
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cedent leaves to his surviving spouse the
right to receive annually all of the in-
come from a particular property interest
and a power of appointment meeting the
specifications prescribed in subpara-
graph (1) (iil) through (v) of this para-
graph as to only one-half of the property
interest, then only one-half of the prop-
erty interest is treated as a deductible
interest. Correspondingly, if the income
interest of the spouse satisfying the re-
quirements extends to only one-fourth
of the property interest and a testamen-
tary power of appointment satisfying
the requirements extends to all of the
property interest, then only one-fourth
of the interest in the spouse qualifies as
a deductible interest. Purther, if the
surviving spouse has no right to income
from a specific portion of a property in-
terest but a testamentary power of ap-
pointment which meets the necessary
conditions over the entire interest, then
none of the interest qualifies for the
deduction. In addition, if, from the
time of the decedent’s death, the surviv-
ing spouse has a power of appointment
meeting all of the required conditions
over three-fourths of the entire property
interest and the prescribed income rights
over the entire interest, but with a power
in another person to appoint one-half
of the entire interest, the value of the
interest in the surviving spouse over
only one-half of the property interest
will qualify as a deductible interest.

(3) Definition of “specific portion”.
A partial interest in property is not
treated as a specific portion of the entire
interest unless the rights of the surviv-
ing spouse in income and as to the power
constitute a fractional or percentile
share of a property interest so that such
interest or share in the surviving spouse
reflects its proportionate share of the
increment or decline in the whole of the
property interest to which the income
rights and the power relate. Thus, if the
right of the spouse to income and the
power extend to one-half or a specified
percentage of the property, or the
equivalent, the interest is considered as a
specific portion. On the other hand, if
the annual income of the spouse is
limited to a specific sum, or if she has a
power fo appoint only a specific sum out
of a larger fund, the interest is not a
deductible interest. Even though the
rights in the surviving spouse may not, be
expressed in ferms of a definite fraction
or percentage, a deduction may be allow-
able if it is shown that the effect of local
law is to give the spouse rights which are
identical to those she would have ac-
quired if the size of the share had been
expressed in terms of a definite fraction
or percentage. The following examples
illustrate the application of this and
the preceding subparagraphs of this
paragraph:

Ezample (1). The decedent transferred to
a trustee 500 identical shares of X Company
stock. He provided that during the lifetime
of the surviving spouse the trustee should
pay her annually one-half of the frust in-
come or $6,000, whichever is the larger. The
spouse was also given a general power of
appointment, exercisable by her last will over
the sum of $160,000 or over three-fourths of
the trust corpus, whichever should be of
larger value, Since there is no certainty that
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the trust income will not vary from year to
year, for purposes of subparagraphs (1) and
(2) of this paragraph, an annual payment of
a specified sum, such as the $6,000 provided
for in this case, 18 not considered as repre-
senting the income from a definite fraction
or a specific portion of the entire interest
if that were the extent of the spouse’s inter-
est. However, since the spouse is to receive
annually at least one-half of the trust in-
come, she will, for purposes of subparagraphs
(1) and (2) of this paragraph, be considered
as receiving all of the income from one-half
of the entire interest in the stock. Inas-
much as there is no certainty that the value
of the stock will be the same on the date of
the surviving spouse’s death as it was on
the date of the decedent’s death, for purposes
of subparagraphs (1) and (2) of this para-
graph, a specified sum, such as the $160,000
provided for in this case, Is not considered
to be a definite fraction of the entire inter-
est. However, since the surviving spouse has
a general power of appointment over at least
three-fourths of the trust corpus, she is con-
sidered as having a general power of appoint-
ment over three-fourths of the entire
interest in the stock.

Erample (2). The decedent bequeathed
to a trustee an office building and 250 identi-
cal shares of ¥ Company stock. He provided
that during the lifetime of the surviving
spouse the trustee should pay her annually
three-fourths of the trust income. The
spouse was given a general power of appoint-
ment, exercisable by will, over the office
building and 100 shares of the stock. By the
terms of the decedent's will the spouse is
given all the income from a definite fraction
of the entire interest in the office building
and in the stock. She also has a general
power of appointment over the entire interest
in the office building. However, since the
amount of property represented by a single
ghare of stock would be altered if the cor-
poration split its stock, issued stock divi-
dends, made a distribution of capital, etc.,
a power to appoint 100 shares at the time of
the surviving spouse's death is not the same
necessarily as & power to appoint 100/250 of
the entire interest which the 250 shares
represented on the date of the decedent’s
death. If it is shown in this case that the
effect of local law is to give the spouse a
general power to appoint not only the 100
shares designated by the decedent but also
100/250 of any shares or amounts which are
distributed by the corporation and included
in the corpus, the requirements of this sub-
paragraph will be satisfied and the surviving
spouse will be considered as having a general
power to appoint 100/250 of the entire in-
terest in the 250 shares. 5

(4) Definition of “entire interest”.
Since a marital deduction is allowed for
each qualifying separate interest in
property passing from the decedent fo
his surviving spouse (subject to the per-
centage limitation contained in § 81.47d
concerning the aggregate amount of the
deductions), for purposes of subpara-
graphs (1) and (2) of this paragraph,
each property interest with respect to
which the surviving spouse received some
rights is considered separately in deter-
mining whether her rights extend to the
entire interest or to a specific portion of
the entire interest. A property interest
which consists of several identical units
of property (such as a block of 250 shares
of stock, whether the ownership is
evidenced by one or several certificates)
is considered one property interest, un-
less certain of the units are to be segre-
gated and accorded different treatment,
in which case each segregated group
of items is considered a separate property
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interest. The bequest of a specified sum
of money constitutes the bequest of &
separate property interest if immediately
following distribution by the executor
and thenceforth it, and the investments
made with it, must be so segregated or
accounted for as to permit its identifica-
tion as a separate item of property. The
application of this subparagraph may be
illustrated by the following examples:

Ezample (1). The decedent transferred to
a trustee three adjoining farms, Blackacre,
Whiteacre, and Greenacre. His will provided
that during the lifetime of the surviving
spouse the trustee should pay her all of the
income from the trust. Upon her death, all
of Blackacre, a one-half interest in White-
acre, and a one-third interest in Greenacre
were to be distributed to the person or per-
sons appointed by her in her will. The sur-
viving spouse is considered as being entitled
to all of the income from the entire interest
in Blackacre, all of the income from the
entire interest in Whiteacre, and all of the
income from the entire interest in Green-
acre. She also is considered as having a
power of appointment over the entire interest
in Blackacre, over one-half of the entire in-
terest in Whiteacre, and over one-third of the
entire interest in Greenacre.

Ezample (2). The decedent bequeathed
$250,000 to C, as trustee. C is to invest the
money and pay all of the income from the
investments to W, the decedent’s surviving
spouse, annually. W was given a general
power, exercisable by will, to appoint one-
half of the corpus of the trust. Here, im-
mediately following distribution by the
executor, the $250,000 will be sufficiently seg-
regated to permit its identification as a sep-
erate item, and the $250,000 will constitute
an entire property interest. Therefore, W
has a right to income and a power of ap-
pointment such that one-half of the entire
interest is a deductible interest.

Ezample (3). The decedent bequeathed
100 shares of Z Corporation stock to D, as
trustee. W, the decedent’s surviving spouse,
is to receive all of the income of the trust
annually and is given a general power, ex-
ercisable by will, to appoint out of the trust
corpus the sum of $25,000. In this case the
$25,000 is not, immediately following dis-
tribution, sufficiently segregated to permit
its identification as a separate item of prop-
erty in which the surviving spouse has the
entire interest. Therefore, the $25,000 does
not constitute the entire interest in a prop-
erty for the purpose of subparagraphs (1)
and (2) of this paragraph.

(5) Application of local law., In de-
termining whether or not the conditions
set forth in subparagraph (1) «1)
through (v) of this section are satis-
fied by the instrument of transfer, regard
is to be had to the applicable provisions
of the law of the jurisdiction under
which the interest passes and, if the
transfer is in trust, the applicable pro-
visions of the law governing the admin-
istration of the trust. For example,
silence of a trust instrument as to the
frequency of payment will not be re-
garded as a failure to satisfy the condi-
tion set forth in subparagraph (1) (ii) of
this paragraph that income must be pay-
able to the surviving spouse annually or
more frequently unless the applicable law
permits payment to be made less fre-
quently than annually. The principles
outlined in this subparagraph and sub-
paragraphs (8) and (7) of this para-
graph which are applied In determining
whether transfers in trust meet such
conditions are equally applicable in as-

certaining whether, in the case of i5.
terests not in trust, the surviving spoyse
has the equivalent in rights over income
and over the property.

(6) Right to income. (1) If an inter-
est is transferred in trust, the surviving
spouse is “entitled for life to all of the
income from the entire interest or 4
specific portion of the entire interest"
for the purpose of the condition set fom{
in subparagraph (1)) of this para-
graph, if the effect of the trust is to
give her substantially that degree of ben-
eficial enjoyment of the trust property
during her life which the principles of
the law of trusts accord to a person who
is unqualifiedly designated as the life
beneficiary of a trust. Such degree of
enjoyment is given only if it was the
decedent’s intention, as manifested by
the terms of the trust instrument and
the surrounding circumstances, that the
trust should produce for the surviving
spouse during her life such an income,
or that the spouse should have such use
of the trust property as is consistent
with the value of the trust corpus and
with its preservation. The designation
of the spouse as sole income beneficiary
for life of the entire interest or a specific
portion of the entire interest will be suf-
ficient to qualify the trust unless the
terms of the trust and the surrounding
circumstances considered as & whole évi-
dence an intention to deprive the spouse
of the requisite degree of enjoyment.
In determining whether & trust evi-
dences that intention, the treatment re-
quired or permitted with respect to in-
dividual items must be considered in
relation to the entire system provided
for the administration of the trust.

(ii) If the over-all effect of a trustis
to give to the surviving spouse such eo-
forceable rights as will preserve to her
the requisite degree of enjoyment, it I8
immaterial whether that result is ef-
fected by rules specifically stated in the
trust instrument, or, in their absence,
by the rules for the management of the
trust property and the allocation of re-
ceipts and expenditures supplied by the
State law. For example, a provision
the trust instrument for amortization of
bond premium by appropriate periodic
charges to interest will not disqualify
the interest passing in trust even thoued
there is no State law specifically 80"
thorizing amortization, or there i &
State law denying amortization which 5
applicable only in the absence of such &
provision in the trust instrument.

(iii) In the case of & trust, the nélodn
to be applied by the trustee In alloca ‘
of receipts and expenses between inoom'
and corpus must be considered in fem_
tion to the nature and e){PECted D
ductivity of the assets passing in ¥
the nature and frequency of 0CCUC,
of the expected receipts, and any Frecs
sions as to change in the form of IE
ments. If it is evident from the na sk
of the trust assets and the l'u]esz 1tzlm
vided for management of the trus o
the allocation to income of such ‘;"e
as rents, ordinary cash dwndex:h o sib-
interest will give to the spouse uired
stantial enjoyment during I ¢ such I&
by the statute, provisions th&: Tl g
ceipts as stock dividends and P
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trom the conversion of trust assets shall
pe treated as corpus will not dl_squanfy
the interest passing in trust. Similarly,
provision for a depletion charge against
income in the case of trust assets which
are subject to depletion will not dis-
qualify the interest passing in trust, un-
less the effect is to deprive the spouse
of the requisite beneficial enjoyment.
The same principle is applicable in the
case of depreciation, trustees’ commis-
sions, and other charges.

(iv) Provisions granting administra-
tive powers to the trustee will not have
the effect of disqualifying an interest
passing in trust unless the grant of pow-
ers evidences the intention to deprive
the surviving spouse of the beneficial
enjoyment required by the statute. Such
an intention will not be considered to
exist if the entire terms of the instru-
ment are such that the local courts will
impose reasonable limitations upon the
exercise of the powers. Among the
powers which if subject to reasonable
limitations will not disqualify the inter-
est passing in trust are the power to
determine the allocation or apportion-
ment of receipts and disbursements be-
tween income and corpus, the power to
apply the income or corpus for the bene-
. fit of the spouse, and the power to retain
the assets passing to the trust. For
example, a power to retain trust assets
which consist substantially of unproduc-
tive property will not disqualify the in-
terest if the applicable rules for the
administration of the trust require, or
bermit the spouse to require, that the
trustee either make the property produc-
tive or convert it within a reasonable
time. Nor will such a power disqualify
the interest if the applicable rules for

administration of the trust require the

trustee to use the degree of judgment
and care in the exercise of the power
which a prudent man would use if he
Were owner of the trust assets. Further,
4 power to retain a residence or other
broperty for the personal use of the
Spouse will not disqualify the interest
passing in trust, ;s
(V) An interest passing in trust will
Dot satisfy the condition set forth in sub-
Daragraph.u) (1) of this paragraph that
the surviving spouse be entitled to all
the income if the primary purpose of the
trust is to safeguard property without
grovidmg the spouse with the required
1eneﬁcial enjoyment. Such trusts in-
tlude not only trusts which expressly
Provide for the accumulation of the in-
‘ome but also trusts which indirectly
accomplish g similar purpose. For ex-
:glllpie, assume that the corpus of a trust
o sists substantially of property which
dunot likels.r to be income producing
mging the life of the surviving spouse
that the spouse cannot compel the
B to convert, or otherwise deal with
o Property as deseribed in subdivision
of this subparagraph. An interest
ummg to such & trust will not qualify
it the applicable rules for the ad-
m“semi‘m require, or permit the
e thto Téquire, that the trustee pro-
such a:b!;(:)uired beneficial enjoyment,
ayments to
of other assets of the trus?e kel
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(vi) If a trust is created during the
decedent’s life, it is immaterial whether
or not the interest passing in trust satis-
fied the conditions set forth in subpara-
graph (1) (1) through (v) of this para-
graph prior to the decedent's death. If
a trust may be terminated during the
life of the surviving spouse, under her
exercise of a power of appointment or by
distribution of the corpus to her, the
interest passing in trust satisfies the
condition set forth in subparagraph
(1) (1) of this paragraph (that the
spouse be entitled to all the income) it
she (a) is entitled to the income until
the trust terminates, or (b) has the
right, exercisable in all events, to have
the corpus distributed to her at any time.
during her life.

(vil) An interest passing in trust fails
to satisfy the condition set forth in sub-
paragraph (1) (1) of this paragraph, that
the spouse be entitled to all the income,
to the extent that the income is required
to be accumulated in whole or in part or
may be accumulated in the discretion of
any person other than the surviving
spouse; to the extent that the consent of
any person other than the surviving
spouse is required as a condition prece-
dent to distribution of the income; or
to the extent that any person other than
the surviving spouse has the power to
alter the terms of the trust so as to
deprive her of her right to the income.
An interest passing in trust will not fail
to satisfy the condition that the spouse
be entitled to all the income merely be-
cause its terms provide that the right
of the surviving spouse to the income
shall not be subject to assignment, alien-
ation, pledge, attachment or claims of
creditors.

(viii) In the case of an interest passing
in trust, the terms “entitled for life”
and “payable annually or at more fre-
quent intervals”, as used in the condi-
tions set forth in subparagraph (1) (i)
and (i1) of this paragraph, require that
under the terms of the trust the income
referred to must be currently (at least
annually; see subparagraph (5) of this
paragraph) distributable to the spouse
or that she must have such command
over the income that it is virtually hers.
Thus, the conditions in subparagraph
(1) (i) and (ii) of this paragraph are
satisfled in this respect if, under the
terms of the trust instrument, the spouse
has the right exercisable annually (or
more frequently) to require distribution
to herself of the trust income, and other-
wise the trust income is to be accumu-
lated and added to corpus. Similarly,
as respects the income for the period
between the last distribution date and
the date of the spouse’s death, it is suffi-
cient if that income is subject to the
spouse’s power to appoint. Thus, if the
trust instrument provides. that income
accrued or undistributed on the date of
the spouse’s death is to be disposed of
as if it had been received after her death,
and if the spouse has a power of appoint-
ment over the trust corpus, the power
necessarily extends to the undistributed
income.

(ix) An interest is not to be regarded
as failing to satisfy the conditions set
forth in subparagraph (1) () and (i)
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of this paragraph (that the spouse be
entitled to all the income and that it be
payable annually or more frequently)
merely because the spouse is not en-
titled to the income from estate assets
for the period before distribution of
those assets by the executor, unless the
executor is, by the decedent’s will, au-
thorized or directed to delay distribution
beyond the period reasonably required
for administration of the decedent’s
estate. As to the valuation of the prop-
erty interest passing to the spouse in
trust where the right to income is ex-
pressly postponed, see § 81.47c.

(T) Power of appointment in surviving
spouse, (i) The conditions set forth in
subparagraph (1) (iii) and (iv) of this
paragraph, that is, that the surviving
spouse must have a power of appoint-
ment exercisable in favor of herself or
her estate and exercisable alone and in
all events, are not met unless the power
of the surviving spouse to appoint the
entire interest or a specific portion of
it falls within one of the following cate-
gories:

(a) A power so to appoint fully exer-
cisable in her own favor at any time
following the decedent’s death (as, for
example, an unlimited power to invade) ;
or

(b) A power so to appoint exercisable
in favor of her estate. Such a power,
if exercisable during life, must be fully
exercisable at any time during life, or,
if exercisable by will, must be fully
exercisable irrespective of the time of
her death (subject in either case to the
provisions of §81.47b(d), relating to
interests conditioned on survival for a
limited period); or

(¢) A combination of the powers de-
scribed under (a) and (b) of this sub-
division, For example, the surviving
spouse may, until she attains the age
of 50 years, have a power to appoint
to herself and thereafter have a power
to appoint to her estate. However, the
condition that the spouse’s power must
be exercisable in all events is not satis-
fied unless irrespective of when the sur-
viving spouse may die the entire inter-
est or a specific portion of it will at the
time of her death be subject to one
power or the other (subject to the ex-
ception in § 81.47h(d), relating to in-
terests contingent on survival for a
limited period).

(ii) The power of the surviving spouse
must be a power to appoint the entire
interest or a specific portion of it as
unqualified owner (and free of the trust
if a trust is involved, or free of the joint
tenancy if a joint tenancy is involved)
or to appoint the entire interest or a
specific portion of it as a part of her
estate (and free of the trust if a trust
is involved), that is, in effect, to dispose
of it to whomsoever she pleases. Thus,
if the decedent devised property to a
son and the surviving spouse as joint
tenants with right of survivorship and
under local law the surviving spouse has
a power of severance exercisable with-
out consent of the other joint tenant,
and by exercising this power could ac-
quire a one-half interest in the property
as a tenant in common, her power of
severance will satisfy the condition set
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forth in subparagraph (1) (iii) of this
paragraph that she have a power of ap-
pointment in favor of herself or her
estate. However, if the surviving spouse
entered into a binding agreement with
the decedent to exercise the power only
in favor of their issue, that condition
is not met. An interest passing in trust
will not be regarded as failing to satisfy
the condition merely because takers in
default of the surviving spouse’s exer-
cise of the power are designated by the
decedent. The decedent may provide
that, in default of exercise of the power,
the trust shall continue for an additional
period.

(ili) A power is not considered to be a
power exercisable by a surviving spouse
alone and in all events as required by
subparagraph (1) (iv) of this paragraph
if the exercise of the power in the sur-
viving spouse to appoint the entire in-
terest or a specific portion of it to her-
self or to her estate requires the joinder
or consent of any other person. The
power is not “exercisable in all events”,
if it can be terminated during the life of
the surviving spouse by any event other
than her complete exercise or release of
it. Further, a power is not “exercisable
in all events’ if it may be exercised for
a limited purpose only. For example,
a power which is not exercisable in the
event of the spouse’s remarriage is not
exercisable in all events. Likewise, if
there are any restrictions, either by the
terms of the instrument or under ap-
plicable local law, on the exercise of a
power to consume property (whether or
not held in trust) for the benefit of the
spouse, the power is not exercisable in all
events. Thus, if a power of invasion is
exercisable only for the spouse’s support,
or only for her limited use, the power
is not exercisable in all events. In order
for a power of invasion to be exercisable
in all events, the surviving spouse must
have the unrestricted power exercisable
at any time during her life to use all
or any part of the property subject to
the power, and to dispose of it in any
manner, including the power to dispose
of it by gift (whether or not she has
power to dispose of it by will).

(iv) The power in the surviving spouse
is exercisable in all events only if it exists
immediately following the decedent’s
death. For example, if the power given
to the surviving spouse is exercisable
during life, but cannot be effectively ex-
ercised before distribution of the assets
by the executor, the power is not exer-
cisable in all events. Similarly, if the
power is exercisable by will, but cannot
be effectively exercised in the event the
surviving spouse dies before distribution
of the assets by the executor, the power
is not exercisable in all events. However,
an interest will not be disqualified by
the mere fact that, in the event the
power is exercised during administration
of the estate, distribution of the prop-
erty to the appointee will be delayed for
the period of administration. If the
power is in existence at all times follow-
ing the decedent’s death, limitations of a
formal nature will not disqualify an in-
terest. Examples of formal limitations
on a power exercisable during life are re-
quirements that an exercise must be in
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a particular form, that it must be filed
with a trustee during the spouse's life,
that reasonable notice must be given, or
that reasonable intervals must elapse be-
tween successive partial exercises. Ex-
amples of formal limitations on a power
exercisable by will are that it must be
exercised by a will executed by the sur-
viving spouse after the decedent’s death
or that exercise must be by specific ref-
erence to the power.

(v) If the surviving spouse has the
requisite power to appoint to herself or
her estate, it is immaterial that she also
has one or more lesser powers. Thus, if
she has a testamentary power to appoint
to her estate, she may also have a lim-
ited power of withdrawal or of appoint-
ment during her life. Similarly, if she
has an unlimited power of withdrawal,
she may have a limited testamentary
power.

(8) Requirement of survival for a lim-
ited period. A power of appointment in
the surviving spouse will not be treated
as failing to meet the requirements of
subparagraph (1) (iii) of this paragraph
even though the power may terminate, if
the only conditions which would cause
the termination are those described in
section 812(e) (1) (D), and if those con-
ditions do not in fact occur. Thus, the
entire interest or a specific portion of it
will not be disqualified by reason of the
fact that the exercise of the power in the
spouse is subject to a condition of sur-
vivorship described in section 812(e)
(1) (D) if the terms of the condition, that
is, the survivorship of the surviving
spouse, or the failure to die in a common
disaster, are fulfilled. See paragraph
(d) of § 81.47b.

(9) Eristence of a power in another.
Subparagraph (1) (v) of this paragraph
provides that a transfer deseribed in sub-
paragraph (1) is nondeductible to the
extent that the decedent created a power
in the trustee or in any other person to
appoint a part of the interest to any per-
son other than the surviving spouse.
However, only powers in other persons
which are in opposition to that of the
surviving spouse will cause a portion of
the interest to fail to satisfy the condi-
tion set forth in subparagraph (1) (v)
of this paragraph. Thus, a power in a
trustee to distribute corpus to or for the
benefit of a surviving spouse will not dis-
qualify the trust. Similarly, a power to
distribute corpus to the spouse for the
support of minor children will not dis-
qualify the trust if she is legally obli-
gated to support such children. The
application of this subparagraph may be
illustrated by the following examples:

Ezample (1). Assume that a decedent cre-
ated a trust, designating his surviving spouse
as income beneficiary for life with an un-
restricted power in the spouse to appoint the
corpus during her life. The decedent further
provided that In the event the surviving
spouse should die without having exercised
the power, the trust should continue for the
life of his son with a power in the son to
appoint the corpus. Since the power in the
son could become exercisable only after the
death of the surviving spouse, the interest
is not regarded as failing to satisfy the con-
dition set forth in subparagraph (1)(v) of
this paragraph.

Ezample (2). Assume that the decedent
created & trust, designating his surviving
spouse as Income beneficiary for life angq e
donee of a power to appoint by will the gy
tire corpus. The decedent further provided
that the trustee could distribute 30 peresn
of the corpus to the decedent's son when ke
reached the age of 35 years. Since the
trustee has a power to appoint 30 percent
of the entire interest for the benefit of 4
person other than the surviving spouse, only
70 percent of the Interest placed in tryst
satisfied the condlition set forth in subpara-
graph (1) (v) of this paragraph. If, in this
case, the surviving spouse had & power, ex-
ercisable by her will, to appoint only. ane-
half of the corpus as it was constituted a
the time of her death, it should be noted
that only 35 percent of the interest placed
in the trust would satisfy the condition set
forth ip subparagraph (1) (iil) of this pars-
graph.

(10) Estates of decedents dying after
December 31, 1947, and on or before
April 1, 1948. Except as otherwise pro-
vided in paragraph (h) of this section,
if the decedent died after December 31,
1947, and on or before April 1, 1948, an
interest in property otherwise consti-
tuting a deductible interest under the
provisions of subparagraphs (1) through
(9) of this paragraph will nevertheless
constitute a deductible interest only if
all of the following requirements are
satisfied:

(i) The property must have passed
from the decedent in trust;

(ii) The right of the surviving spouse
to income must be a right to receive the
entire income of the trust; and

(iii) The power of appointment given
to the surviving spouse must be & power
to appoint the entire corpus free of the
trust, with no power in any other person
to appoint any part of the corpus to any
person other than the surviving spouse.

(11) Retroactive operation. Where
refund or credit of any overpayment re-
sulting from the application of section
93 of the Technical Amendments Act of
1958 is prevented on September 2, 1658,
or at any time within one year from such
date, by the operation of any law or rule
of law other than section 3760 relating
to closing agreements (or the core
sponding provisions of the 1954 Code)
and other than section 3761 relating t0
compromises (or the corresponding pro*
visions of the 1954 Code), refund or
credit of such overpayment may, never
theless, be made or allowed if ¢l
therefor is filed on or before September
2, 1959. No interest shall be al}owed or
paid on any overpayment resulting from
the application of section 93.

(C) By amending the first four s
tences in the sixth undesignated paT;)
graph of paragraph (d) (26 CFR (}9§m
81.47a(d) (6)) to read as follows: s
determining whether the terms of
contract satisfy conditions (3), 4), .
(5), the prineiples provided in paragdrap‘
(¢) of this section with respect to dece
dents dying after December 31, 1947, e
on or before April 1, 1948, are applic:low-
See paragraph (c)(10) of this se€
As stated in such paragraph (c)ﬁn ls
surviving spouse’s power {0 a;:'p;)t .
‘exercisable in all events’ only lftne e
existence immediately following o
cedent’s death subject, however,
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on of section 812(e) (1) (D). See
o ph (c)(8). For examples of
formal limitations on the power which
will not disqualify the contract, see para~-
graph (¢) (T) (v)."”

(D) By amending the third sentence
of the last undesignated paragraph of
paragraph (e) (26 CFR (1939) 8147a
©(2)) to read as follows: “Where, as
s result of & disclaimer made by a per-
son other than the surviving spouse, a
property interest passes from the dece-
dent to his surviving spouse or to a trust
and where the conditions set forth in
paragraph (c) are met, the rule stated in
the preceding sentence applies, not only
with respect to the portion of such inter-
est which beneficially vests in the sur-
viving spouse, but also with respect. to
the portion over which such spouse ac-
quires a power to appoint.”

(E) By amending the last sentence of
paragraph (h) (1) to read as follows:
“The rules prescribed in § 81.47a(c) for
determining with respect to decedents
dying after December 31, 1947, and on or
before April 2, 1948, whether the sur-
viving spouse is entitled for life to all the
income from such property, payable an-
nually or at more frequent intervals,
shall be applicable in determining
whether interests specified in this para-
graph meet conditions (i) and (ii)
enumerated above,”

§8L.47b [Amendment]

Par. 14, Section 81.47h(d), as
amended by Treasury Decision 6082, ap-
proved August 2, 1954, is further
amended—

(A) By amending subdivision (ii) of
the sixth undesignated paragraph (26

CFR (1939) 81.47b(d) (6)) to read as
follows:

(if) H devised real property to W for life,
fnd created in W a power, exercisable by will,
' appoint the remainder interest to any
person. In default of appointment by W,
the remainder interest was to go to A and his
helrs, Assuming that under the local law
W did not take the real property as abso-
lute owner, nor in a manner which meets
the requirements of §81.47a(c), the interest
Which passed from H to W is a “nondeduc-
tible interest” since such interest will termi-
Date upon her death and A (or his heirs or
assigns) may thereafter possess or enjoy the
fr?‘];erty. (As to cases, in general, in which
% eductible interest” may exist where a
90:11 1tnterest is coupled with a power to ap-
& w-::: paragraphs (c) and (d) of § 81.47a.
nr ms:s In which & “deductible interest”
= where a life interest is coupled
i x;ower in the case of interests passing
3, 1041 r:glddg;eden;sfdying after December

) or before

Pamegraph (h) of 581.47&.)”'“ S
OI‘?};eBy amending the second sentence
(2 Cmnlnth undesignated paragraph
oy ‘(1939) 81.47Th(d) (9)) to read as
ki) Where such condition (unless
COmmonsdtio death as the result of a
which th 5astér or is a condition to
Vhich € next sentence applies) is one
month May occur either within such 6-
tion prpeinod or thereafter, the excep-
D) wllclw ded under section: 812(e) (1)
Dect to got apply. However, with re-
1948, i¢ tht;cfédents dying after April 2,
COmpetent befecedent was adjudged in-
iy with gp liore that date in conform-

Dlicable local law, if he was
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not restored to competency before his
death, and if the only condition which
will cause the interest taken by the sur-
viving spouse to terminate (regardless
of whether the condition may occur
within the 6-month period or thereafter)
does in fact within the 6-month period
become impossible of occurrence, the ex-
ception provided under section 812(e)
(1) (D) will, nevertheless, apply.”

§ 81.52 [Amendment]

Par. 15. The first sentence of the first
undesignated paragraph of § 81.52 (26
CFR (1939) 81.52(a)) is amended to read
as follows: “In estates of nonresidents
not citizens, deductions from the gross
estate may be taken, subject to the limi-
tations set forth in §§ 81.29 to 81.40,
inclusive, and to the limitations herein-
after stated, for the following: Funeral
expenses; administration expenses;
claims against the estate; unpaid mort-
gages; losses incurred during the settle-
ment of the estate arising from fires,
storms, shipwrecks, or other casualties,
or from theft, if such losses are not com-
pensated for by insurance or otherwise;
certain State death taxes deductible

under sections 2 and 4 of Public Law 414"

(84th Cong.), approved February 20, 1956
(see § 81.37a) ; and amounts reasonably
required and actually expended for the
support during the settlement of the
estate of those dependent upon the
decedent.”

Par. 16. There is inserted immediately
preceding § 81.73 the following:

Sec. 89. USE oF CERTIFIED MAIL [TECHNICAL
AMENDMENTS AcT OF 1958, APPROVED SEPTEM-
BER 2, 1958].

L " - * L]

(c) Provisions of Internal Revenue Code of
1939. In applying any provision of the In-
ternal Revenue Code of 1939 which requires,
or provides for, the use of registered mail
the reference to registered mail shall be
treated as including a reference to certified
mail,

(d) Effective date. 'This section shall
apply only if the mailing occurs after the
date of the enactment of this Act.

§ 81.73

Par. 17. Section 81.73, as amended by
Treasury Decision 5596, approved De-
cember 22, 1947, is further amended by
adding a new paragraph (f), as follows:

(f) Pursuant to section 89 of the
Technical Amendments Act of 1958 (72
Stat. 1665), any reference in this section
ior in section 871(a) to the use of
registered mail or registered letter shall
be treated as including a reference to
the use, after September 2, 1958, of cer-
tified mail or certified letter.

§81.74 [Amendment]

Par. 18. Section 81.74, as amended by
Treasury Decision 6126, is further
amended by adding a new paragraph (g),
as follows:

(g) Pursuant to section 89 of the
Technical Amendments Act of 1958 (72
Stat. 1665), any reference in section
871(a) to the use of registered mail shall
be treated as including a reference to
the use, after September 2, 1958, of cer-
tified mail.

[Amendment]
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Par. 19. There is inserted immediately
preceding § 81.79 the following:

SEC. 66. ESTATE TAX IN CASE OF REVERSION~
ARY OR REMAINDER INTEREST IN PROPERTY
[TECHNICAL AMENDMENTS ACT OF 1958, Ap-
PROVED SEPTEMBER 2, 1958].

(a) Credit for death taxes.

i * - - -

(2) Credit under 1939 Code. Section 027
of the Internal Revenue Code of 1939 (re-
lating to credit for death taxes) is amended
by striking out ‘60 days after the termination
of the precedent Interest or interests in the
property” and inserting in lieu thereof “the
time for payment of the tax imposed by this
subchapter as postponed and extended under
section 925",

(8) Effective date. The amendments made
by paragraphs (1) and (2) shall apply in the
case of any reversionary or remainder interest
in property only if the precedent interest or
interests in the property did not terminate
before the beginning of the 60-day period
which ends on the date of the enactment of
this Act.

(b) Extension of payment of estate tax
attributadble to future interests.

L . » - L

(2) Eziension under 1939 Code—

(A) Section 925 of the Internal Revenue
Code of 1939 (relating to period of extension
of time for paying estate tax attributable to
future interests) is amended by adding at
the end thereof the following: “If the Secre-
tary or his delegate finds that the payment
of the tax at the expiration of the period of
postponement provided for in the preceding
sentence would result in undue hardship to
the estate, he may extend the time for pay-
ment for a reasonable period not in excess
of 2 years from the expiration of such period
of postponement."

(B) Section 926 of the Internal Revenue
Code of 1889 (relating to requirements for
postponement) is amended by striking out
“interest or interests” and inserting in lieu
thereof “interest or interests (or, in the case
of an extension under section 9256, within the
period of such extension)”.

(38) Effective date. The amendments made
by paragraphs (1) and (2) shall apply in the
case of any reversionary or remainder interest
only if the precedent interest or interests in
the property did not terminate before the
beginning of the 6-month period which ends
on the date of the enactment of this Act.

§ 81.79 [Amendment]

Par. 20. Section 81.79, as amended by
Treasury Decision 6034, is further
amended as follows:

(A) By amending the second sentence
of the first undesignated paragraph (26
CFR (1939) 81.79(b) (1)) of paragraph
(b) to read as follows: “In addition,
where the precedent interest or interests
did not terminate before March 3, 1958,
if the district director finds that the pay-
ment of the tax at the expiration of the
period of postponement described in the
preceding sentence would result in undue
hardship to the estate, as such term is
described in paragraph (a) of this sec-
tion, he may, under conditions the same
as those under which extensions of time
for payment of tax are granted by the
Commissioner under paragraph (a) of
this section, extend the time for payment
for a reasonable period or periods not to
exceed in all 2 years from the expiration
of the period of postponement. The pro-
visions of this paragraph are limited to
cases in which the reversionary or re-
mainder interest is included in the de-
cedent’s gross estate as such and do not
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extend to cases in which the decedent
creates future estates by his own testa-
mentary act.”

(B) By amending the first sentence of
the third undesignated paragraph (26
CFR (1939) 81.79(b) (3)) of paragraph
(b) to read as follows: “As a prerequisite
to the postponement or extension of the
payment of the tax attributable to a re-
versionary or remainder interest, a bond
must be furnished in such an amount (at
least double the amount of the tax and
interest for the estimated duration of
the precedent interest in the case of a
postponement), and with such sureties
as the Commissioner deems necessary,
conditioned upon the payment of the tax
and interest accrued thereon within six
months after the termination of the
precedent interest in the case of post-
ponements and within the period of the
extension in the case of extensions.”

(C) By amending the fifth undesig-
nated paragraph (26 CFR (1939) 81.79
(b) (5)) of paragraph (b) to read as
follows:

If the time for payment of Federal
estate tax attributable to a reversionary
or remainder interest in property is post-
poned or extended under this paragraph,
all estate, inheritance, legacy, or succes-
sion taxes allowable as a credit under
the provisions of sections 813 (b) or (¢),
or 936(c), which are paid and for which
credit is claimed within the period pro-
vided in such sections will be allowed
(not to exceed the limitations in such sec-
tions) and the allowance will be applied
first to the respective portions of the
Federal tax attributable to the same in-
terests in property to which the estate,
inheritance, legacy, or succession taxes
are attributable. Estate, inheritance,
legacy, or succession taxes, as described
in section 813 (b) or (¢), or under sec-
tion 936(c), which are attributable to
the reversionary or remainder interest
and which are paid and for which credit
is claimed after the expiration of the
period provided in those sections will
also be allowed as a credit against the
Federal tax attributable to such interest
(not to exceed the limitations in such
sections) if such taxes are paid and
credit therefor is claimed prior to the ex-
piration of 60 days after the termination
of the preceding interest or interests in
the property or, if the preceding interest
or interests did not terminate before
July 5, 1958, within the time for payment
of the tax as postponed and extended
under section 925.

§ 81.81

Par. 21, Section 81.81 is amended—

(A) By amending the first sentence
of paragraph (b) to read as follows: “If
the time for the payment of the tax
attributable to a reversionary or re-
mainder interest is postponed or ex-
tended in accordance with the provisions
of section 925, the amount the payment
of which is so postponed or extended will
bear interest at the rate of 4 percent per
annum from the expiration of 18 months
after the date of the decedent's death
until such amount is paid.”

(B) By adding at the end of paragraph
(b) the following new sentence: “If the
time for payment of an amount of tax

[Amendment]
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is also extended in accordance with the
provisions of section 925, the portion of
such amount of tax, together with
interest accrued thereon, which is not
paid in full on or before the date of the
expiration of the period of the extension
bears interest at the rate of 6 percent per
annum from the date of the expiration
of the period of the extension unql paid.”

[F.R. Doc. 61-4438; Filed, Jan. 18, 1861;
8:49 am.]

Title 5—ADMINISTRATIVE
PERSONNEL

Chapter ll—Employment and Com-
pensation in the Canal Zone

PART 201—GENERAL

PART 204—COMPENSATION AND
ALLOWANCES

Miscellaneous Amendments

Effective upon publication in the Fep-
ERAL REGISTER, §§ 201.100(a)(5), 204.6,
204.13(d), 204.13(e) (1) and (2), 204.15
(a) and 204.18 are amended as follows:

§ 201.100 Exclusions.

" * L] * *

(a) * % S

(5) Hospital residents and interns,
and other student hospital employees in
those categories for which maximum
stipends have been prescribed by the
Civil Service Commission pursuant to
statute.

§ 204.6 Service.

Sales-type, food-service, housekeeping,
and related submanagerial positions,
firefighters, reproduction and printing
plant positions, and certain related oc-
cupations except for those which are
specifically included in the Special Cate-
gory. This category is established as a
transitional job grouping. These posi-
tions may be reassigned to the other
categories in accordance with the needs
of the departments but subject to co-
ordination for uniformity.

§ 204.13 Conversion to new schedules.

" L - L L

(d) If the employee’s existing rate is
above the maximum rate established for
the grade, pay level, and/or designation
of his position on the appropriate new
schedule, he will retain his existing rate
as a saved rate, so long as he remains
in the same position as that in which he
was serving at the time of initial con-
version, or until subsequent change is
effected to another position unless the
change is made without an increase in
pay to a position of equal or higher level,
or until he becomes entitled to a higher
rate under the normal operation of the
pay system to which he has been
changed. If the subsequent change is
made to a position of equal or higher
level and if application of the normal
pay fixing rule would result in a de-
crease in pay, the employee’s saved rate
will be preserved.

(e) For the purpose of determining en-
titlement to periodic or longevity in-

creases, service prior to conversion {g
the new pay schedules will be counteq iy
the following manner:

(1) If upon conversion the emplogee
receives an increase equivalent to the
difference between two steps on the glg
schedule, service prior to conversion il
not be counted toward an additional step
and will be forfeited.

(2) If upon conversion the employee
does not receive an increase equivalent
to the difference between two steps on
the old schedule, service without an
equivalent increase prior to conversion
will be counted toward the next step,
Any service in excess of the requirement
for the step is forfeited.

L] * - € .
§ 204.15 Periodic
creases.

» - - » .

(a) Non-manual and service catego-
ries. Employees in positions in these
categories shall be advanced successively
to the next higher scheduled or longevity
step within their grade in accordance
with Subpart A, Part 25, of this title, ex-
cept that for employees in grades NM-1
through NM-10 and S-1 through 8§
the waiting period for periodic step in-
creases will be fifty-two (52) calendar
weeks and for employees in grades
NM-11 and above the waiting period for
periodic step increases will be sevenfy-
eight (78) calendar weeks.

- " L] L L
§ 204.18 Pay saving.

Whenever the rate of basic compensa
tion of an employee established, ab any
time, in relation to rates of compens-
tion for the same or similar work in the
continental United States is converted,
on or after the effective date of the ini-
tial adjustments under section 5 of the
Act, to a rate of basic compensation s«
tablished in relation to rates in areas
other than the continental United States
under section 5(b) of the Act such
employees shall, pending transfer 0 &
position for which the rate of basic com-
pensation is established in _relation fo
rates in the continental United States
under section 5(b), continue o receive
the rate of basic compensation (but €x-
cluding additional pay assjgpments) w
which he was entitled immediately priot
to such conversion, so long as he &
mains in the same position as thath!;
which he was serving at the time
rate was converted, or until subsed!
change is effected to another poslﬁﬁ
unless the change is made withott
increase in pay to a position of
or higher level. If the Sumulor
change is made to a position of eqliﬂ
higher level and if apphcamnu‘l’m‘
normal pay fixing rule would res =
decrease in pay, the employeesnom
rate will be preserved. He shall
eligible for within-grade salary i1 oy
granted to Non-Manual or serv t: e
ployees, step increases granted ine
ual employees, or across-the-b s
creases granted to Manual emplf’gon e
so long as he remains in & post o el
salary for which is derived from e

isting 1B
S eX SW ore ot

and

longevity in-

in relation to wage rate
Republic of Panama or else '
side the continental United
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(ec. 15, 72 Stat. 405; E.O. 10749, 23 FR.
9427, 3 CFR 1958 Supp.)

‘WiLBER M. BRUCKER,
Secretary of the Army.

[FR. Doc. 61-413; Filed, Jan. 18, 1961
8:45 a.m.]

Title 7—AGRICULTURE

Chopter VIll—Commodity Stabiliza-
tion Service (Sugar), Department of
Agriculture
SUBCHAPTER B—SUGAR REQUIREMENTS AND

QUOTAS
[Sugar Reg. 815]

PART 815—ALLOTMENT OF THE DI-
RECT-CONSUMPTION PORTION OF
MAINLAND SUGAR QUOTA FOR
PUERTO RICO

Three-Month Period Ending March 31,
1961

Correction

In F.R. Document 60-12176, appearing
In the issue for Friday, December 30,
1060, at page 13948, the headings should
read as set forth above.

Chapter IX—Agricultural Marketing
Service (Marketing Agreements and
Orders), Department of Agriculture

PART 938—IRISH POTATOES GROWN
IN RED RIVER VALLEY OF NORTH
DAKOTA AND MINNESOTA

Subpart—Exemption Certificates and
Safeguards

REGISTERED HANDLERS

Notice of rule making regarding a
proposed amendment to §938.140 (7
CFR 938.140) of the rules and regula-
tions for establishment of safeguards
(Bubpart—Exemption Certificates -and

eguards) to be made effective under
Marketing Agreement No. 135, and Order
{;0. 38 (T CFR Part 938) was published

the FEDERAL REGISTER December 13,
160 (25 F.R. 12752). This program is
effective under the Agricultural Market-
‘ sec:z{efleglegg ggt of 1937, as amended

. 1-19, at, :

U%(]:.em—sm. e S

€ notice afforded interested rSons

& opportunity to file data, vié);s, or
s ents pertaining thereto not later
15 days after publication in the

ERAL REGISTER, None was filed.

Atftt:r consideration of all relevant

setrfs Presented, including the propos-

= orth in the aforesaid notice which
& Pot'at:mmended by the Red River Val-
it s to Committee, established pur-
i 0 said marketing agreement and
1938 1 wthe broposed amendment to

.re (T CFR 938.140) of the rules
mitiuations for establishment of

g im(iSubpart—Exemptlon Cer-
Woroved, Safeguards) is hereby

As
below_&mended' §938.140 is set forth

FEDERAL REGISTER

§ 938.140 Registered handlers of pota-
toes for chipping.

(a) (1) Handlers of potatoes that have
been conditioned, or are to be condi-
tioned, for special use as potato chips
may apply for registration with the com-
mittee as registered handlers of potatoes
for chipping. Handlers who apply for
registration as registered handlers of

.potatoes for chipping shall furnish the

committee with evidence of special stor-
age and other facilities for conditioning
potatoes for potato chips and shall agree
to furnish the committee with such
reports as the committee may require.
Application may be made on forms fur-
nished by the committee. Evidence re-
quired by the committee shall include the
following:

(i) Location of the applicant’s stor-
age facilities within the production area.

(ii) Size or other description of stor-
age facilities.

(iii) Facilities for control of storage,
temperature and humidity, and other
pertinent information concerning the
adequacy and effectiveness of applicant’s
facilities for conditioning potatoes for
chipping.

(iv) Evidence of a contract or other
arrangement with a manufacturer or
processor of potatoes for potato chips, or
such other evidence of regular operations
as a supplier of potatoes for potato chips
as the committee deems adequate.

(v) Such other information as the
committee may require to enable the
committee to determine the applicant’s
qualifications as & handler of potatoes
for chipping.

(2) The committee or its duly author-
ized agent shall give prompt considera-
tion to each application. Approval of
an application based upon a determina-
tion as to whether the information con-
tained therein and other information
available to the committee supports ap-
proval shall be evidenced by notification
in writing to the applicant. If an appli-
cation is denied it shall be returned to
the applicant with a brief statement in
writing of the reasons therefor.

(b) The committee from time to time
may conduct surveys of the operations
of registered handlers of potatoes for
chipping to determine whether such
handlers are complying with require-
ments applicable to the handling of
potatoes for chipping. Whenever the
committee finds that a registered handler
of potatoes for chipping has failed to
furnish reports or information requested
by the committee or is failing to comply
with requirements and regulations ap-
plicable to the handling of potatoes for
chipping, the committee may rescind the
registration of such handler. Such dis-
qualification shall apply to and not ex-
ceed a reasonable period of time as
determined by the committee but in no
event shall it extend beyond the succeed-
ing fiscal period. Any handler whose
registration as a registered handler of
potatoes for chipping is rescinded, or
whose application therefor has been
denied, may appeal to the committee in
writing for reconsideration of such dis-
qualification or denial.

-
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(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C.
601-674)

Dated: January 16, 1961, to become
effective 30 days after publication in the
FEDERAL REGISTER.

Froyop F. HEDLUND,
Deputy Director,
Fruit and Vegetable Division.,

[F.R. Doc. 61-433; Filed, Jan. 18, 1061;
8:48am.,|

PART 993—DRIED PRUNES PRO-
DUCED IN CALIFORNIA

Order, as Amended, Regulating
Handling

It is hereby ordered that on and after
the effective date hereof all handling of
dried prunes produced in California shall
be in conformity to, and in compliance
with, the Order Regulating the Han-
dling of Dried Prunes Produced in Cali-
fornia, as amended (Order No. 93, as
amended; 7 CFR Part 993), and as fur-
ther amended by this order. All of the
findings, determinations, terms, and
conditions of the “Order Amending the
Order, as Amended, Regulating the Han-
dling of Dried Prunes Produced in Cali-
fornia” which was annexed to and made
a part of the decision of the Assistant
Secretary of Agriculture, dated Novem-
ber 23, 1960 (F.R. Doc. 60-11044; 25 F.R.
12191), with respect to proposed amend-
ments to the amended marketing agree-
ment and order regulating the handling
of such dried prunes shall be, and the
same hereby are, the findings, determi-
nations, terms, and conditions of this
order as if set forth in full herein.

The aforesaid findings and determi-
nations are hereby supplemented by the
following additional determinations: A
new paragraph (c¢) is added to § 993.0.

It is further ordered that, for con-
venient reference, the texts of the codi-
fled portions of said Order No. 93, as
amended (7 CFR Part 993), and as fur-
ther amended by the aforesaid amend-
atory order shall be published in the
FEDERAL REGISTER as a single document
in revised codified form. In this connec-
tion, certain section number designations
(including intrasection references there-
to) of Order No. 93, as amended and cur-
rently in effect, and of the aforesaid
amendatory order have been revised
(i.e., renumbered or conformed, as the
case may be) to provide an orderly se-
quence of, as well as proper reference to,
the sections.

Accordingly, the order, as amended, is
hereby further amended to read as here-
inafter set forth and to become effec-
tive on August 1, 1961, except §§ 993.24,
993.26 through 993.30, 993.32, 993.34
(§ 993.33 of the revised codification), the
deletion of present §993.33, and the
amendment of present §§ 993.41, 993.42,
993.43, 993.44, and 993.45 to read as a
single section, designated § 993.41, which
shall become effective 30 days after pub-
lication in the FEDERAL REGISTER. The
provisions of this subpart currently in
effect shall continue in full force and
effect except as otherwise provided by
this order, as amended.
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993.83 Voting procedure.
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993356 Powers.
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Incoming regulation.
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993.62 Modification.

908.58 Above parity situations,
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Records.

Verification of reports.

EXPENSES AND ASSESSMENTS

Expenses.
Assessments.
Funds.

MISCELLANEOUS PROVISIONS

993.1
993.2
993.3
9934
993.5
993.6
993.7
993.8
993.9
993.10
993.11
993.12
993.13
993.14
993.15
903.16
998.17
993.18
993.19
993.20
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993.48
993.49
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993.73
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993.75
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993.82
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993.86
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993.87
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993.90
903.91
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Rights of the Secretary.

Personal liability.
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Derogation.

Duration of immunities.

Agents.

Effective time.

Termination or suspension.
Procedure upon termination.
Effect of termination or amendment.
993.93 Amendments.

©93.97 Exhibit A, minimum standards.

AvTtHORITY: §§ 993.0 to 993.97 issued under
secs. 1-19, 48 Stat. 31, as amended; 7 U.8.C.
601-674.

§ 993.0 Findings and determinations.

(a) Previous findings and determina-
tions. The findings and determinations
hereinafter set forth are supplementary,

RULES AND REGULATIONS

and in addition, to the findings and de-
terminations which were made in con-
nection with issuance of the order and of

" each previously issued amendment

thereto. Except the finding as to the
base period for parity computation, and
except insofar as such findings and de-
terminations may be in conflict with the
findings and determinations set forth
herein, all of the said previous findings
and determinations are hereby ratified
and affirmed. (For prior findings and
determinations see 14 F.R. 52564; 16 F.R.
8437; 19 F.R. 1301; 22 F.R. 8254.)

(b) Findings upon the basis of the
hearing record. Pursuant to the Agri-
cultural Marketing Agreement Act of
1937, as amended (secs. 1-19, 48 Stat.
31, as amended; 7 U.S.C. 601-674), and
the applicable rules of practice and pro-
cedure, as amended (7 CFR Part 900),
a public hearing was held in San Fran-
cisco, California, on April 18, 1960, on
proposed amendments to Marketing
Agreement No. 110, as amended, and
Order No. 93, as amended (7 CFR Part
993), regulating the handling of dried
prunes produced in California. On the
basis of the evidence adduced at the hear-
ing, and the record thereof, it is found
that:

(1) The said order, as amended and as
hereby further amended, and all of the
terms and conditions thereof, will tend
to effectuate the declared policy of the
act;

(2) The said order, as amended and as
hereby further amended, regulates the
handling of dried prunes produced in
California in the same manner as, and
is applicable only to persons in the re-
spective classes of industrial or commer-
cial activity specified in, the marketing
agreement upon which hearings have
been held;

(3) There are no differences in the
production and marketing of dried
prunes in the production area covered by
the order, as amended and as hereby fur-
ther amended, which require different
terms applicable to different parts of such
area;

(4) The said order, as amended and
as hereby further amended, is limited
in its application to the smallest regional
production area that is practicable, con-
sistently with carrying out the declared
policy of the act; and

(5) All handling of dried prunes pro-
duced in California is in the current of
interstate or foreign commerce, or di-
rectly burdens, obstructs, or affects such
commerce.

(¢) Determinations.
termined that:

(1) The “Marketing Agreement, as
Amended, Regulating the Handling of
Dried Prunes Produced in California”,
upon which a public hearing was held
April 18, 1960, in San Francisco, Cali-
fornia, has been signed by handlers (ex-
cluding cooperative associations of pro-
ducers who are not engaged in process-
ing, distributing, or shipping dried
prunes covered by the said order, as
aménded and as hereby further amend-
ed) who, during the period August 1,
1959, through July 31, 1960, handled not
less than 50 percent of the volume of
such dried prunes covered by the said

It is hereby de-

<

order, as amended and as here
amended; and by S
(2) The issuance of this amendatory
order, further amending the aforessj
order, as amended, is favored or g.
proved by at least two-thirds of the pr.
ducers who participated in a referendum
on the question of its approval and whg
during the period August 1, 195
through July 31, 1960 (which has been
determined to be a representative
period), have been engaged, within the
State of California, in the production
for market of the commodity specified in
such amendatory order, such producers
having also produced for market at least
two-thirds of the volume of such com-
modity represented in the referendum.

It is therefore ordered, That, on and
after the effective date hereof, all han-
dling of dried prunes produced in Cali-
fornia, shall be in conformity to, and in
compliance with, the terms and condi-
tions of the said order, as amended, and
as hereby further amended, as follows:

DEFINITIONS
§ 993.1

“Secretary” means the Secretary of
Agriculture of the United States, or any
other officer or employee of the United
States ‘Department of Agriculture who
is, or who may hereafter be, authorized
to exercise the powers and to perform the
duties of the Secretary under the acf,

§993.2 Acu

“Act” means Public Act No. 10, T8
Congress, as amended and reenacted and

Secretary.

_amended by the Agricultural Marketing

Agreement Act of 1937, as amended (7
U.S.C. 601 et seq.).

§993.3 Person.

“Person” means an individual, part
nership, corporation, association, or amy
other business unit.

§993.4 Area.
“Area” means the State of Californis

§ 993.5 Prunes,

“Prunes” means and includes all si*
dried or artificially dehydrated plums
of any type or variety, produced fro@
plums grown in the area, excepl: ()
Sulfur-bleached prunes which are pro:
duced from yellow varieties of plums a0é
are commonly known as silver pruné
and (b) plams which have not been
or dehydrated to a point where they aré
capable of being stored prior to packsé
ing, without material deterioration 0¢
spoilage unless refrigeration or 0
artificial means of preservation 8¢ U .
and so long as they are treated IV}
process which is in conformity with, .
generally similar to, the processes
treatment of plums of that type W
have been developed or rchmmenc egt
the Food Technology Division, Co
of Agriculture, University of Califd
for the specialty pack known 88, S
moisture content prunes, buthen pe’
ception shall not apply if and W pg
plums are dried to the point ?tgout
are capable of being stored Wi el
terial deterioration or spoilagé .ty
eration or other artificial m
preservation.
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§993.6 Non-French prunes.

“Non-French prunes” means prunes
commonly known as Imperial, Sugar,
Robe de Sargent, Burfon, Standard, Jef-
ferson, Fellenberg, Italian, President,
Glant, and Hungarian (Gross), produced
from such varieties of plums, This defi-
nition may be modified by the committee
with the approval of the Secretary.

§993.7 French prunes.

“French prunes” means: (a) Prunes
produced from plums of the following
varieties of plums: French (Prune
d'Agen, Petite Prune d’Agen), Coates
(Cox, Double X, Saratoga) ; and (b) any
other prunes which possess taste, fiesh
texture, and other characteristics similar
to those of the prunes named in this
section.

§993.8 Natural condition prunes.

“Natural condition prunes” means
prunes which have not been processed.

§993.9 Processed prunes.

“Processed prunes” means prunes
which have been cleaned, or treated with
water or steam, by a handler.

§993.10

“Standard prunes” means any lot of
natural condition prunes meeting the
applicable grade and size standards
preseribed pursuant to § 993.49.

§993.11 Standard processed prunes.

“Standard processed prunes” means
any lot of processed prunes meeting the
applicable grade and size standards pre-
scribed pursuant to § 993.50.

§993.12 Substandard prunes.

“Substandard prunes” means any lot
of processed or natural condition prunes
falling to meet the applicable grade and
sizé standards prescribed pursuant to
$§993.49 and 993.50.

§993.13 Handle.

“Handle” means to receive, package,
sell, consign, transport, or ship (except
85 a carrier of prunes owned by another
Person), or in any other way to place
prunes in the current of the commerce
Within the area or from such area to any
point outside thereof: Provided, That

term shall not include: (a) Sales or
deliveries of prunes by a producer or de-
hydrator to g producer, dehydrator, or
handler within the area; (b) the re-
geivmg of prunes by a producer or de-
ydrator from a producer or dehydrator;
and (c) receipts, sales, or shipments of
Prunes already handled by another per-
Son other than pursuant to § 993.50(f).
§993.14 Handler,

"
Handler” m
€ans any person who
handles prupes, ¥

§993.15 Dehydrator,

'DESYdrator" means any person who
= fiflﬁm by drying or dehydrat-
Artificia) hea}t’. means of sun-drying or

§993.16 Producer,
Producer” meang any person who is

en
Baged, in g broprietary capacity, in
No.12— 13

Standard prunes.
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growing plums for drying or dehydrating
into prunes.

§ 993.17 Ton.

“Ton” means a short ton of 2,000
pounds.

§ 993.18 Grade.

“Grade” means the classification of
prunes for quality and condition accord-
ing to the grading specifications estab-
lished pursuant to the provisions of this
subpart,

§ 993.19 Size. -

“Size” means the number of prunes
contained in a pound and may be re-
ferred to in terms of size ranges.

§993.20 Crop year.

“Crop year” means the 12-month
period beginning August 1 of any year
and ending July 31 of the following year.

§ 993.21 Domestic.

“Domestic” means the United States,
Canal Zone, Puerto Rico, Virgin Islands,
and Canada.

§ 993.22 Consumer package.

“Consumer package” means: (a) Any
container of prunes holding less than 10
pounds of standard processed prunes or
standard prunes; or (b) any container
holding less than 10 pounds of prunes
and other dried fruit if more than 60 per-
cent of the net weight of mixed dried
fruit in the lot consists of standard proc-
essed prunes or standard prunes.

§ 993.23 Part and subpart.

“Part” means the order regulating the
handling of dried prunes produced in
California, and all rules, regulations, and
supplementary orders issued thereunder.
This order regulating the handling of
dried prunes produced in California shall
be a “subpart” of such part.

PRUNE ADMINISTRATIVE COMMITTEE

§ 993.24 Establishment and member-
ship.

A Prune Administrative Committee
(hereinafter referred to as the ‘“com-
mittee”), consisting of 21 members, with
an alternate member for each such
member, is hereby established to admin-
ister the terms and provisions of this
part, of whom with their respective al-
ternates, 14 shall represent producers
and 7 shall represent handlers. For the
term of office beginning June 1, 1960, the
membership of the committee shall be
as selected by the Secretary for such
term in accordance with the provisions
of this part in effect on such date. The
committee membership for subsequent

. terms of office shall be allocated in ac-

cordance with the following groupings,
with the alternate member positions
identically allocated:

(a) Three handler members to rep-
resent handlers who are cooperative
marketing associations of producers
(referred to in this part as “cooperative
handlers”) ;

(b) Three handler members to repre-
sent handlers other than cooperative
handlers (referred to in this part as
“independent handlers”) ;
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(¢) One handler member to represent
handlers who are cooperative handlers
or independent handlers, whichever of
such handlers handled as first handlers
more than 50 percent of the prunes han-
dled by all handlers during the crop year
preceding the year in which nominations
are made;

(d) Fourteen producer members to be
selected from and to represent producers
who are members of cooperative mar-
keting associations (referred to in this
part as “cooperative producers”) and
producers other than “cooperative pro-
ducers” (referred to in this part as “in-
dependent producers”); the number of
the producer members for the coopera-
tive producer group or the independent
producer group, as the case may be, shall
be in the same proportion, as near as
practicable, to the total of 14, as the
tonnage of prunes handled by the re-
spective group of cooperative handlers
or independent handlers as first handlers
during the erop year preceding the year
in which nominations are made is to the
total tonnage of prunes handled by all
handlers as first handlers.

§ 993.25

The term of office of members, and
their respective alternates, shall be two
years, ending on May 31 of even num-
bered years, and any later date which
may be necessary for the selection and
qualification of their respective sue-
Cessors.

§ 993.26 Selection.

Selection of members of the commit-
tee, and their respective alternates, shall
be made in the appropriate number spec-
ified in § 993.24, by the Secretary from
nominees nominated pursuant to this
part or, in the discretion of the Secre-
tary, from other eligible persons.

§ 993.27 Eligibility.

Each producer member of the commit-
tee shall be at the time of his selection,
and during his term of office, a producer
in the group, and if to represent a district
also in the district, for which selected,
and, except for producer members repre-
senting cooperative producers, shall not
be engaged in the handling of prunes
either in a proprietary capacity or as a
director, officer, or employee. Each han-
dler member of the committee shall be a
handler in the group he represents or a
director, officer, or employee of such
handler.

§ 993.28 Nominees.

(a) For the purpose of obtaining nom-
inations for producer members to repre-
sent independent producers, the Com-
mittee shall, with the approval of the
Secretary, divide the area into districts
giving, insofar as practicable, equal
representation to numbers of independ-
ent producers and production of prune
tonnage by such producers. The number
of districts shall be equal to the number
of such producer members or seven,
whichever is the lesser. Candidates for
nomination by independent producers
from the various districts shall be ob-
tained at meetings convened by the com-
mittee. Following such meetings, the

Term of office.
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committee shall prepare a separate ballot
for each of the districts, or a joint ballot
for two or more districts, containing (1)
the names of the candidates for each
district involved and (2) provision for
write-in candidates. The ballot shall be
mailed to each independent producer of
record in each district. The voting pro-
cedure (including the casting of the
ballot by mail addressed to the commit-
tee), and tabulation of votes shall be in
accordance with rules and regulations
prescribed by the committee, with the
approval of the Secretary. Each voter
shall be entitled to cast only one vote for
a member nominee and only one vote for
an alternate member nominee in a dis-
trict in which he is a producer, and no
voter shall vote for candidates in more
than one district. In case he is a pro-
ducer in more than one district, he shall
elect in which of such,districts he will
vote and notify the committee as to his
choice. Whenever the number of pro-
ducer members to represent independent
producers during the ensuing term of of-
fice is to exceed seven, one nominee shall
be nominated by independent producers
in each of the seven districts and an
additional nominee for each member in
excess of the seven members shall be
nominated, without reference to districts,
by such seven nominees. The committee
shall recommend the establishment of
districts, or any changes therein, to the
Secretary prior to January 31 of each
year in which nominations are made.

(b) Nominations of producer members
to represent cooperative producers and
handler members to represent coopera-
tive handlers shall be submitted to the
Secretary by cooperative marketing asso-
ciations engaged in the handling of
prunes before April 16 of each year in
which nominations are made.

(¢)- In any year in which nominations
are made following a crop year during
which the tonnage of prunes handled
by independent handlers as first han-
dlers exceeded the tonnage of prunes
handled by cooperative handlers as first
handlers, nominees for member positions
to represent independent handlers shall
be nominated as follows:

(1) Each of the two independent han-
dlers who handled during such preceding
crop year, the two largest percentages
of the prune tonnage handled by all in-
dependent handlers shall nominate from
their respective organizations, one nom-
inee for a handler member and one for
an alternate member;

(2) Three independent handlers avho
handled during such preceding crop year
the next three largest percentages of
the prune tonnage handled by all inde-
pendent handlers shall nominate from
among their organizations, one nominee
for a handler member and one for an
alternate member;

(3) All other independent handlers
who handled the remaining percentage
of such prune tonnage shall nominate
from their organizations, one nominee
for a handler member and one for an
alternate member.

In any year in which nominations are
made following a crop year during which
the tonnage of prunes handled by co-
operative handlers as first handlers ex-
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ceeded the tonnage of prunes handled
by independent handlers as first han-
dlers, nominees for two member and
alternate positions to represent the in-
dependent handlers referred to in para-
graph (c¢) (1) of this section shall be
nominated in accordance with said para-
graph (¢) (1), and one nominee for the
member and one for the alternate posi-
tion to represent all other independent
handlers shall be nominated by the han-
dlers referred to in paragraph (¢) (2)
and (3) of this section and the votes of
such handlers shall be weighted by the
tonnage of prunes handled during the
preceding crop year by the respective
handlers.

(d) The committee shall establish,
with the approval of the Secretary, thé
procedures by which such nominations,
other than by cooperative marketing
associations engaged in the handling of
prunes, shall be obtained and shall sub-
mit such nominations to the Secretary
pefore April 16 of the year in which
nominations are made. In the event the
committee determines that any nomi-
nating procedure specified in this sec-
tion does not result in equitable repre-
sentation, it may establish, with the prior
approval of the Secretary, such modifica-
tions as will tend to assure such repre-
sentation.

§ 993.29 Alternates.

An alternate for a member of the com-
mittee shall act in the place and stead of
such member (a) during his absence,
and (b) in the event of his removal,
resignation, disqualification, or death,
until a successor for such member’s un-
expired term has been selected and has
qualified. Except as otherwise specifi-
cally provided in this subpart, the provi-
sions of this part applicable to members
also apply to alternate members.

§ 993.30 Failure to nominate.

If a nomination for any position on
the committee is not received by the Sec-
retary by May 1, the Secretary may select
an eligible individual without regard to
nominations.

§ 993.31

Each person selected as a member or
alternate member of the committee shall,
prior to serving on the committee,
qualify by filing with the Secretary a
written acceptance within 15 days after
receiving notice of his selection.

§ 993.32 Vacancies.

In the event of any committee vacancy
occasioned by the removal, resignation,
disqualification, or death of any member,
or in the event of the failure of any per-
son selected as a member or alternate
member to qualify, a successor for the
unexpired term shall be nominated
within 60 calendar days thereof. Such
nominations shall be made in the manner
provided for in this subpart, insofar as
applicable, except that nominations of
nominees for a producer member posi-
tion to represent independent producers
may, at the discretion of the committee,
be made to the committee by the incum-
bent producer members of the committee
who represent independent producers.

Acceptance.

§ 993.33 Voting procedure,

Decisions of the committee shall pe
by majority vote of the members present
and voting and a quorum must be pres.
ent: Provided, That decisions on market-
ing policy, grade or size regulations, or
pack specifications shall require at Jeast
11 affirmative votes. A quorum shall
consist of at least 12 members of whom
at least eight must be producer members
and at least four must be handler mem-
bers. Except in case of emergency, a
minimum of five days' advance notice
must be given with respect to any meet-
ing of the committee. In case of an
emergency, to be determined within the
discretion of the chairman of the com-
mittee, as much advance notice of a
meeting as is practicable in the circum-
stances shall be given. The committee
may vote by mail or telegram upon due
notice to all members, but any propo-
sition to be so voted upon first shall be
explained accurately, fully, and identi-
cally by mail or telegram to all members,
When any proposition is submitted to be
voted on by such method, one dissenting
vote shall prevent its adoption and at
least 11 affirmative votes shall be re-
quired for adoption.

§ 993.34 Compensation and expenses.

The members of the committee, and
their alternates when acting as members,
shall receive $10.00 per day for each day
devoted to performing their duties here-
under, plus their reasonably necessary
expenses.

§ 993.35 Powers.

The committee shall have the follow-
ing powers:

(a) To administer the terms and pro-
visions of this subpart;

(b) To make rules and regulations fo
effectuate the terms and provisions of
this subpart;

(¢) To receive, investigate, and re-
port to the Secretary complaints of vio-
lations of this subpart; and

(d) To recommend to the Secretary
amendments to this subpart.

§993.36 Duties.

The committee shall have, amons
others, the following duties:

(a) To act as intermediary between
the Secretary and any producer, de-
hydrator, or handler;

(b) To keep minutes, books, and other
records which shall clearly reflect
of its acts and transactions, and such
minutes, books, and other records shé
be subject to examination by the Secre:
tary at any time;

(¢) To make, subject to the prior 8p-
proval of the Secretary, scientific ze
other studies, and assemble data on 3
producing, handling, shipping and ma;
keting conditions relative t0 pn{:im
which are necessary in connection ¥
the performance of its official _dutiese;n.

(d) To select, from among its mmw
bers, a chairman and other approp -
officers, and to adopt such esb <
regulations for the conduct of the
ness of the committee as it may
advisable;

(e) To appoint or employ such °‘::;
persons as it may deem nec '
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to determine the salaries and define the
duties of such persons;

) To submit to the Secretary not
later than the fourth Tuesday of July
of each year, a budget of its anticipated
pxpenditures and the recommended rate
of assessment for the ensuing crop year,
and the supporting data therefor;

(g) To submit to the Secretary such
available information with respect to
prunes as the committee may deem ap-
propriate, or as the Secretary may
request;

(h) To prepare and submit to the
Secretary monthly statements of the
financial operations of the committee
and to make such statements, together
with the minutes of the meetings of said
committee, available for inspection at
the offices of the committee by pro-
ducers, dehydrators, and handlers;

(i) To cause the books of the com-
mittee to be audited by a certified public
accountant at least once each crop year,
and at such other times as the commit-
tee may deem necessary or as the Secre-
tary may request, and two copies of each
such audit report shall be submitted to
the Secretary and a copy which does not
contain confidential data shall be avail-
able for inspection at the offices of the
committee, by producers, dehydrators,
and handlers;

(j) To give the Secretary the same
notice of meetings of the committee
a8 is given to the members of the
committee;

(k) To give producers, dehydrators,
and handlers reasonable advance notice
of meetings of the committee, and to
maintain all such meetings open to such
persons;

() To investigate compliance with
the provisions of this subpart and with
any rules and regulations established
pursuant to such provisions; and

(m) To establish, with the approval of
the Secretary, such rules and procedures
relative to administration of this subpart
8 may be consistent with the provisions
contained in this subpart and as may be
necessary to accomplish the purposes of
the act and the efficient administration
of this subpart.

§993.37 Research and development.

The committee, with the approval of
the Secretary, may establish or provide
for the establishment of marketing re-
search and development projects de-

ed to assist, improve, or promote the
glarketing. distribution, and consump-
p:;; of prunes. The expense of such
) ects shall be paid from funds col-
ected pursuant to § 993.81.

MARKETING PoLICcY
§993.41 Marketing policy.

Prior to the fourth Tuesday of each
Sllllllm,).itht; committee shall prepare and
o the Secretary a report setting
ot recommended marketing policy

€ ensuing crop year. In the event
B I?em advisable to modify such
i cause of changed demand, sup-
orf other conditions, the committee
submnormmate & new policy and shall
& report thereon to the Secretary.
developing the marketing policy, the
shall give consideration to the
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handler carryover, production, probable
quality and prune sizes in the crop, de-
mands in domestic and foreign markets,
whether producer prices are likely to
exceed parity and the probable assess-
able tonnage for the purposes of § 993.81
and such other factors as may have a
bearing on the marketing of prunes or
the administration of this part. Notice
of the committee’s marketing policy, and
of any modifications thereof, shall be
given promptly by reasonable publicity,
to producers, dehydrators and handlers.

GRADE AND SI1ZE REGULATIONS
§ 993.48 Regulation.

No handler shall handle prunes except
in accordance with the provisions of this
part.

§ 993.49 Incoming regulation.

(a) No handler shall receive prunes
from producers or dehydrators, other
than substandard prunes, unless such
prunes meet the minimum standards for
natural condition prunes set forth in
§ 993.97 (Exhibit A), or as such stand-
ards may be modified, or the more re-
strictive grade regulation established
pursuant to this section, and then in
effect: Provided, That no handler shall
receive any prunes (including substand-
ard prunes) from producers or dehy-
drators unless such prunes have heen
properly dried and cured in original
natural condition, without the addition
of water, and are free from active insect
infestation, so that they are capable of
being received, stored, and packed with-
out material deterioration or spoilage.
Any “high moisture content prunes,” as
described in the exception in § 993.4(b),
in the possession of a handler, shall be
held separate and apart from any prunes
held by him. If such “high moisture
content prunes” are dried or dehydrated
to a point where they are capable of being
stored, without material deterioration or
spoilage, unrefrigerated or not otherwise
artificially preserved, they shall be
deemed, at that time, to have been re-
ceived by such handler as prunes, and
shall be subject to all of the conditions
and restrictions of this subpart.

(b) The Secretary, on the basis of a
recommendation of the committee or
other information, may establish size
regulations or more restrictive grade
regulations with respect to prunes that
may be received by a handler from pro-
ducers and dehydrators whenever he
finds that such action would tend to
effectuate the declared policy of the act.

(¢) When an inspection -certificate
shows that a lot of substandard prunes
received by a handler from a producer
or dehydrator contains prunes with de-
fects in excess of those permitted in IC
(1) or (2) of §993.97 the quantity of
prunes with such defects necessary to be
removed from the lot in order that the
balance of the lot would then be within
the tolerances for such defects shall be
determined and the handler shall dis-
pose of a like quantity of prunes affected
by such defects in non-human con-
sumption outlets: Provided, That the
committee, by its rules and regulations,
shall prescribe a maximum percentage of
such defects in any lot received by a
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handler; and any lot so received which
contains a greater percentage of such
defects shall be disposed of in its entirety
in non-human consumption outlets. In
determining the defective prunes to be
disposed of, consideration shall be given
to the size ranges of their occurrence .
and variations in their condition. With
the approval of the Secretary, the com-
mittee shall issue such rules and regula-
tions (including the prescription of a
maximum percenfage) as may be neces-
sary to administer the provisions of and
to insure compliance with, this section.

§ 993.50 Outgoing regulation.

(a) Except as otherwise specifically
provided, no handler shall ship or other-
wise make final "disposition of prunes
which fail to meet the applicable mini-
mum standards set forth in § 993.97 (Ex-
hibit A), or as such standards may be
modified, for standard prunes or stand-
ard processed prunes.

(b) The Secretary, on the basis of a
recommendation of the committee or
other information, may establish size
regulations, pack specifications, or more
restrictive grade regulations with re-
spect to prunes that may be shipped or
otherwise disposed of by a handler if
such action would tend to effectuate the
declared policy of the act. If a more
restrictive grade regulation is estab-
lished in connection with § 993.97 (Ex-
hibit A) it shall insofar as practicable
apply comparably to both natural condi-
tion prunes and processed prunes.
When pack specifications are in effect,
no handler shall ship prunes in con-
sumer packages, unless such prunes are
identified by an appropriate label, seal,
stamp, or tag affixed to such container
by the handler showing the size of
prunes in the lot from which the con-
tainer was packed. In order to effectu-
ate such orderly marketing of prunes as
will be in the public interest, whether
prices are above or below parity, no han-
dler shall use descriptive terms in & man-
ner inconsistent with that set forth in
this subpart or in any pack specifications
or other regulation issued by the Secre-
tary pursuant to this subpart.

(c) Non-French prunes: No handler
shall ship or otherwise make final dis-
position of any lot of standard prunes
or standard processed prunes of the non-
French varieties or any lot which in-
cludes non-French prunes in excess of a
tolerance to be prescribed by the Secre-
tary on recommendation of the commit-
tee, unless the average count of such
non-French prunes is 50 or less per
peund, or if of the Robe de Sargent va-
riety is 60 or less per pound. However,
under safeguards to be established by the
committee, such prunes may be shipped
to or disposed of in prune product outlets
in which they lose their form and char- .
acter as prunes by conversion prior to
consumption. A tolerance as to the per-
mitted deviation of sizes about the aver-
age count shall be prescribed by the
Secretary, upon recommendation of the
committee,

(d) French prunes: No handler shall
ship or otherwise make final disposition
of any lot of consumer packages of
French prunes unless the average count
of such prunes contained in such lot is
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100 or less per pound. In determining
whether such lot of prunes conforms to
this minimum size requirement, the fol-
lowing tolerance shall apply: In a sample
of 100 ounces, the count per pound of
10 ounces of the smallest prunes shall
not vary from the count per pound of
10 ounces of the largest prunes by more
than 45 points. The Secretary may, up-
on the basis of the recommendation and
information submitted by the committee
and other available information, modify
or change this tolerance for uniformity
of size.

(e) No handler shall ship or otherwise
make final disposition of any lot of sub-
standard prunes except for use as prune
produets in which the prunes lose their
form and character as prunes by conver-
sion prior to consumption, or for use in
non-human consumption outlets: Pro-
pided, That any such prunes which are
shipped or otherwise disposed of for hu-
man consumption shall meet the mini-
mum standards prescribed in II C (1),
(2), and (3) of § 993.97 or as such stand-
ards as may pursuant to § 993.52 be mod-
ified. The committee shall issue any
such rules and regulations as may be
necessary to insure such uses.

(f) Notwithstanding the restrictions
contained in this section, any handler
may transfer prunes from one plant
owned by him to another plant owned by
him within the area without having an
inspection made as provided for in
§ 993.51. Any handler may ship prunes
from his plant to another handler’s plant
within the area without having an in-
spection made as provided for in § 993.51,
but a report of such inter-handler trans-
fer shall be made promptly by the trans-
ferring handler to the committee. The
receiving handler shall, before shipping
or otherwise making final disposition of
such prunes, comply with the require-
ments of this section and of § 993.51.

§ 993.51 Inspection and certification.

Each handler shall at his own expense,
before or upon the receiving, and before
the shipping or disposing of prunes,
cause an inspection to be made of such
prunes to determine whether they meet
the applicable grade and size require-
ments or the pack specifications, includ-
ing labeling, effective pursuant to this
part. Such handler shall obtain a
certificate that such prunes meet the
aforementioned applicable requirements
and shall submit such certificate, or cause
it to be submitted, to the committee. Ac-
ceptable certificates shall be those issued
by inspectors of the Dried Fruit Associa-
tion of California. The Secrefary may
designate another inspection service in
the event the services of the Association
prove unsatisfactory.

§ 993.52 Modification.

Minimum standards, pack specifica-
tions or size regulations may be modified
by the Secretary, on the basis of a recom-
mendation of the committee or other in-
formation, whenever he finds that such
modification would tend to effectuate the
declared policy of the act.

§ 993.53 Above parity situations,

The minimum standards, the mini-
mum sizes, and the provisions of this part
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relating to administration shall continue
in effect irrespective of whether the
estimated season average price for
prunes is in excess of the parity level
specified in section 2(1) of the act.

REPORTS AND BOOKS AND OTHER RECORDS
§993.71 Confidential information.

All reports and records furnished or
submitted by handlers to the committee
which include data or information con-
stituting a trade secret or disclosing of
the trade position, financial condition,
or business operations of the particular
handler from whom received shall -be
received by, and at all times kept in the
custody and under the control of one
or more employees of the commitee, who
shall disclose such information to no
person except the Secretary. Nothwith-
standing the above provisions of this sec-
tion, information may be disclosed to the
committee when reasonably necessary to
enable the committee to carry out its
functions under this subpart.

§ 993.72 Reports of acquisitions, sales,
uses, and shipments,

Each handler shall file such reports of
his acquisitions, sales, uses, and ship-
ments of prunes, as may be requested by
the committee.

§ 993.73 Other reports.

Upon the request of the committee,
each handler shall furnish such other
reports and information as are needed
to enable the committee to perform its
functions under this subpart.

§ 993.74 Records.

Each handler shall maintain such
records of prunes received, held and dis-
posed of by him, as are prescribed by
the committee and needed by it to per-
form its functions under this subpart.
Such records shall be retained for at
least two years beyond the crop year of
their applicability.

§ 993.75 Verification of reports.

For the purpose of checking and veri-
fying reports filed by handlers or the
operation of handlers under the provi-
sions of this subpart, the committee,
through its duly authorized agents, shall
have access to any premises where prunes
may be held by any handler and at any
time during reasonable business hours,
shall be permitted to inspect any prunes
so held by such handler and any and all
records of such handler with respect to
the holding or disposition of all prunes
which may be held or which may have
been disposed of by him,

EXPENSES AND ASSESSMENTS
§ 993.80 Expenses.

The committee is authorized to incur
such expenses as the Secretary finds are
reasonable and likely to be incurred by
it during each crop year for the mainte-
nance and functioning of the committee
and for such other purposes as the Sec-
retary may, pursuant to the provisions
of this subpart, determine to be
appropriate,

§993.81 Assessments.

(a) Each handler shall pay to the
committee, upon demand, with respect

to all prunes received by him from pro.
ducers and dehydrators, his pro rats
share of all expenses which the Secre.
tary finds are reasonable and likely to pe
incurred by the committee during each
crop year. Each handler’s pro rata share
shall be the rate of assessment per ton
fixed by the Secretary. At any time dur.
ing or after a crop year the Secretary
may increase the rate of assessment to
cover unanticipated expenses of the
committee or a deficit in assessable
tonnage.

(b) In order to provide funds to carry
out the functions of the committee, the
committee may accept advance payments
from any handler to be credited toward
such assessments as may be levied pur-
suant to this section against the respec-
tive handler.

(c) Any money collected as assess-
ments during any crop year and not
expended in connection with the com-
mittee’s operations may be used by the
committee for a period of five months
subsequent to such crop year. At the
end of such period the committee shall,
from funds on hand, refund or credit
to handler accounts the aforesaid excess.
Each handler’s share of such exces
funds shall be the amount of assess-
ments he has paid in excess of his pro
rata share of the actual net expenses of
the committee for the preceding crop
year. Any money collected from as-
sessments hereunder and remaining un-
expended in the possession of the
committee at the termination of this
part, shall be distributed in such manner
as the Secretary may direct: Provided,
That to the extent practical, such funds
shall be returned pro rata to the persons
from whom such funds were collected

§ 993.82 Funds.

All funds received by the committes
pursuant to the provisions of this part
shall be used solely for authorized pur-
poses. The Secretary may, at any time,
require the committee or its members
and alternate members to account for all
receipts and disbursements.

MISCELLANEOUS PROVISIONS
§ 993.83 Rights of the Secretary.

The members of the committee (in-
cluding successors or alternates) and
any agent or employee appointed or em-
ployed by the committee, shall be sub-
ject to the removal or suspension by_t.he
Secretary, in his discretion, at any time.
Each and every decision, determination,
or other acts of the committee ghall be
subject to the continuing right of the
Secretary to disapprove of the same ﬂl
any time, and upon such disapprova,
shall be deemed null and void.
§993.84 Personal liability.

No member or alternate memberOf
the committee, or any employee rep
resentative, or agent thereof sh ?
held personally responsible, eitherW
dividually or jointly with others, in el
way whatsoever, to any person, for el:c .
in judgment, mistakes, or _other p
either of commission or omission, ssi 0
member, alternate member, ellgpr%m'
representative, or agent, except 10
of dishonesty.
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§993.85 Separability.

1f any provision of this subpart is de-
dared invalid, or the applicability
thereof to any person, circumstance, or
thing is held invalid, the validity of the
remainder of this subpart or the appli-
cability thereof to any other person, cir-
oumstance, or thing shall not be affected
thereby.

$993.86

Nothing contained in this subpart is,
or shall be construed to be, in derogation
or in modification of the rights of the
Secretary or of the United States to ex-
ercise any powers granted by the act or
otherwise, or, in accordance with such
powers, to act in the premises whenever
such action is deemed advisable.

§993.87 Duration of immunities.

The benefits, privileges, and immuni-
ties conferred upon any person by vir-
tue of this subpart shall cease upon the
termination of this subpart, except with
respect to acts done under and durin
the existence of this subpart. .

§993.88

(a) Authorization by Secretary. The
Secretary may, by a designation in writ-
ing, name any person, including any of-
ficer or employee of the United States
Government, or name any bureau or di-
vision in the United States Department
of Agriculture, to act as his agent or
representative in connection with any of
the provisions of this subpart.

(b) Authorization by committee. The
tommittee may authorize any person or
persons or agency to act as its agent
Or representative in connection with the
Provisions of this subpart,

§993.89 Effective time.

The provisions of this subpart, as well
s any amendments to this subpart, shall
become effective at such time as the
Secretary may declare, and shall con-
tinue in force until terminated, or during

Suspension, in one of the ways specified
In § 993.90, T

§993.90 Termination or suspension.

(@) Failure to effectuate policy of act.
€ Secretary may, at any time, ter-
Lnlnate the provisions of this subpart,
nf 8lving at least one day's notice by
maeans of & press release or in any other
Seclmer which he may determine. The
retary shall terminate or suspend
slo;gperration of any or all of the provi-
that of this suppart, whenever he finds
fectusuch Provisions do not tend to ef-
(b)abe the declared policy of the act.
temnRe/erendum. The Secretary shall
s t;aete Phe brovisions of this subpart
o fore the fifteenth day of July of
of suchp vear, to be effective at the end
Quireq ngop year, whenever he is re-
tiom ac(ls)o 50 by the provisions of sec-

(B)
1y may, g of the act. The Secre-

desirable, hojq

Derogation.

Agents.

if the Secretary
:. récommendation, adopted by
Dembes n;ajonty vote of the producer

of the committee, requesting
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the holding of such a referendum, the
Secretary shall hold such a referendum:
Provided, That the Secretary shall not
be required to hold such a referendum
upon the basis of such a request more
than once every two years.

(e) Termination of act. The provi-
sions of this subpart shall terminate, in
any event, upon the termination of the
act.

§ 993.91 Procedure upon termination.

Upon the termination of this subpart,
the members of the committee then
functioning shall continue as joint
trustees, for the purpose of liquidating
the affairs of the committee. Action
by such trustee shall require the con-
currence of a majority of the said trus-
tees. Such trustees shall continue in
such capacity until discharged by the
Secretary, and shall, from time to time,
account for all receipts and disburse-
ments and deliver all property on hand,
together with all books and records of
the committee and the joint trustees, to
such person as the Secretary may di-
rect; and shall, upon the request of the
Secretary, execute such assignments or
other instruments necessary or appro-
priate to vest in such person full title
and right to all the funds, properties,
and claims vested in the committee or
the joint trustees, pursuant to this sub-
part. Any person to whom funds, prop-
erty, or claims have been transferred or
delivered by the committee or the joint
trustees, pursuant to this section, shall
be subject to the same obligations im-
posed upon the members of the said com-
mittee and upon said joint trustees.

§ 993.92 Effect of termination or amend-
ment.

Unless otherwise expressly provided by
the Secretary, the termination of this
subpart or of any regulation issued pur-
suant to this subpart, or the issuance of
any amendment to either thereof, shall
not (a) affect or waive any right, duty,
obligation, or liability which shall have
arisen or which may thereafter arise in
connection with any provision of this
subpart or any regulation issued under
this subpart, or (b) release or extinguish
any violation of this subpart or any regu-
lation issued under this subpart, or (e¢)
affect or impair any rights or remedies
of the Secretary, or of any other person,
with respect to such violation.

§ 993.93 Amendments.

Amendments to this subpart may be
proposed from time to time, by any per-
son or by the committee, and may be
made a part of this subpart by the pro-
cedures provided under the act.

§ 993.97 Exhibit A ; minimum standards,

I. Minimum standards for natural condi-
tion prunes:

A. Defects. Defects are: (1) Off-color;
(2) inferior meat condition; (3) end cracks;
(4) fermentation; (5) skin or flesh damage;
(6) scab; (7) burned; (8) mold; (9) imbed-
ded dirt; (10) insect infestation; (11) decay.

B. Explanation of terms. (1) “Off-color”
means a dull color or ekin differing notice-
ably in appearance from that which is char-
acteristic of mature, properly handled fruit
of a given variety or type.
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(2) “Inferior meat condition” means flesh
which is fibrous, woody or otherwise inferior
due to immaturity to the extent that the
characteristic texture of the meat is sub-
stantially affected.

(3) “End cracks” means callous growth
cracks, at the blossom end of prunes, ag-
gregating more than three-eighths of one
inch (3%’’) but not more than one-half of
one inch (14’’) in length,

(4) “Fermentation” means damage to the
flesh by fermentation to the extent that the
characteristic appearance or flavor Is sub-
stantially affected.

(6) “Skin or flesh damage” means growth
cracks, splits, breaks In skin or flesh of the
following descriptions:

(a) Callous growth cracks, except end
cracks as defined in this section, aggregating
more than three-eighths of one Inch (3%;'’)
in length;

(b) Splits or skin breaks exposing flesh
and affecting materially the normal appear-
ance of the prunes;

(e) Any cracks, splits or breaks open to the
pit; ;

(d) Healed or unhealed surface or flesh
blemishes caused by insect injury and which
materially affect appearance, edibility or
keeping quality;

(e) Skin damage caused by rain or over-
dipping to the extent that the prunes cannot
be processed normally without material
sloughing of the skin.

(6) “Scab” means tough or thick scab ex-
ceeding in the aggregate the area of a circle
three-eighths of one inch (3’') in dlameter
or by unsightly scab of another character
exceeding in the aggregate the area of a circle
three-fourths of one inch (34’’) in dlameter.

(7) “Burned” means injury by sunburn or
excessive heat in dehydration to the extent
that the characteristic appearance, flavor or
edibility of the fruit is noticeably affected.

(8) “Mold"” means a characteristic fungus
growth and is self-explanatory.

(9) “Imbedded dirt” means the presence
of dirt or other extraneous material so im-
bedded in, or adhering to, the prune that it
cannot be removed in normal processing.

(10) “Insect infestation’ means the pres-
ence of insects, insect fragments or insect
remains.

C. Mazimum tolerances. Tolerance allow-
ances shall be on a weight basis and shall not
exceed the following:

(1) The tolerance allowance for decay shall
not exceed one percent (1%).

(2) The combined tolerance allowance for
mold, imbedded dirt, insect infestation, and
decay shall not exceed five percent (5%).

(3) The combined tolerance allowance for
fermentation, skin or flesh damage, scab,
burned, mold, imbedded dirt, insect infesta-
tion, and decay shall not exceed eight percent
(8%).

(4) The combined tolerance allowance for
end cracks, fermentation, skin or flesh dam-
age, scab, burned, mold, imbedded dirt, in-
sect infestation, and decay shall not exceed
ten percent (10% ), except that the first eight
percent (8%) of end cracks shall be given
one-half value and any additional percentage
of end cracks shall be given full value.

(5) The combined tolerance allowance for
off-color, inferior meat condition, end cracks,
fermentation, skin or flesh damage, scab,
burned, mold, imbedded dirt, insect infesta-
tion, and decay shall not exceed twenty per-
cent (20% ), except that the first eight per-
cent (8% ) of end cracks shall be given one-
half value and any additional percentage of
end cracks shall be given full value.

(6) Prunes showing obvious live insect
infestation shall be fumigated prior to
acceptance.

D. Natural condition prunes must be prop-
erly dried and cured in original natural con-
dition, without the addition of water, and
Iree from active infestation, so that they are
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capable of being received, stored and packed
without deterforation or spollage.

II., Minimum standards for processed
prunes:
A. Defects. Defects are: (1) Off-color; (2)

inferior meat conditions; (3) end cracks; (4)
fermentation; (5) skin or flesh damage; (6)
scab; (7) burned; (8) mold; (9) imbedded
dirt; (10) Insect infestation; (11) decay.

B. Ezplanation of terms. (1) “Off-color”
means & dull color or skin differing notice-
ably in appearance from that which is char-
acteristic of mature, properly handled frult
of a given variety or type.

(2) “Inferior meat condition"” means flesh
which is fibrous, woody or otherwise inferior
due to_immaturity to the extent that the
characteristic texture of the meat is substan-
tially affected.

(3) “End cracks” means callous growth
cracks, at the blossom end of prunes, aggre-
gating more than three-eighth of one inch
(%’’) but not more than one-half of one
inch (%'’) in length.

(4) “Fermentation” means damage to the
flesh by fermentation to the extent that the
characteristic appearance or flavor is sub-
stantially affected.

(5) “Skin or flesh damage" means growth
cracks, splits, breaks In skin or flesh of the
following descriptions:

(a) Callous growth cracks, except end
cracks as defined in this section, aggregating
more than three-eighths of one inch (3;'’)
in length;

(b) Splits or skin breaks exposing flesh
and materially affecting the normal appear-
ance of French prunes; or markedly affecting
the normal appearance of varieties other
than the French variety;

(¢) Any cracks, splits or breaks open to
the pit;

(d) Healed or unhealed surface or flesh
blemishes caused by insect Injury and which
materially affect appearance, edibility or
keeping quality.

(6) “Scab” means tough or thick scab ex-
ceeding in the aggregate the area of a circle
three-eighth of one inch (3;'’) in diameter
or by unsightly scab of another character
exceeding in the aggregate the area of a
circle three-fourths of one inch (3%'’) in
diameter,

(7) “Burned” means injury by sunburn or
excessive heat in dehydration to the extent
that the characteristic appearance, flavor or
edibllity of the fruit is noticeably affected.

(8) “Mold” means a characteristic fungus
growth and is self-explanatory.

° (9) “Imbedded dirt” means the presence
of dirt or other extraneous material so im-
bedded in, or adhering to, the prune that it
cannot be readily removed in washing the
fruit.

(10) “Insect infestation" means the pres-
ence of insects, insect fragments or insect
remains.

C. Mazimum tolerances. Tolerance allow-
ances shall be on a weight basis and shall not
exceed the following: &

(1) There shall be no tolerance allowance
for live insect infestation.

(2) The tolerance allowance for decay
shall not exceed one percent (1%).

(3) The combined tolerance allowance for
mold, imbedded dirt, insect infestation, and
decay shall not exceed five percent (5%).

(4) The combined tolerance allowance for
fermentation, skin or flesh damage, scab,
burned, mold, imbedded dirt, insect Infesta-
tion, and decay shall not exceed eight per-
cent (8%).

(5) The combined tolerance allowance for
end cracks, fermentation, skin or flesh dam-
age, scab, burned, mold, imbedded dirt, in-
sect infestation, and decay shall not exceed
ten percent (10%), except that the first eight
percent (8%) of end cracks shall be given
one-half value and any additional percent-
age of end cracks shall be given full value.

RULES AND REGULATIONS

(6) The combined tolerance allowance for
off-color, inferior meat condition, end cracks,
fermentation, skin or flesh damage, scab,
burned, mold, imbedded dirt, insect infesta~-
tion, and decay shall not exceed twenty per-
cent (20% ), except that the first eight per-
cent (8%) of end cracks shall be given one-
half value and any additional percentage of
end cracks shall be given full value.

Dated at Washington, D.C., this 13th
day of January 1961,

CLARENCE L. MILLER,
Assistant Secretary.

61-477; Filed, Jan. 18, 1861;
8:54 am.]

Title 8—ALIENS AND
NATIONALITY

Chapter l—Immigration and Naturali-
zation Service, Department of Jus-
tice

PART 211—DOCUMENTARY RE-
QUIREMENTS: IMMIGRANTS;
WAIVERS

Returning Residents

The following amendment to Chapter
I of Title 8 of the Code of Federal
Regulations is hereby prescribed:

The first sentence of § 211.1 Visas is
amended by adding the word “Cuba,”
after the word “Albania”.

(Sec. 103, 66 Stat. 173; 8 U.8.C. 1103)

This order shall become effective on
the date of its publication in the FEDERAL
REecisTER. Compliance with the pro-
visions of section 4 of the Administrative
Procedure Act (60 Stat. 238; 5 US.C.
1003) as to notice of proposed rule mak-
ing and delayed effective date is contrary
to the public interest in this instance
because the amendment prescribed by
the order affects the internal security
of the United States.

Dated: January 16, 1961.

J. M. SWING,
Commissioner of
Immigration and Naturalization.

[F.R. Doc. 61-504; Filed, Jan. 18, 1961;
8:54 am.]

Title 22—FOREIGN RELATIONS

Chapter |—Department of State
[Dept. Reg. 108.457]

PART 46—CONTROL OF ALIENS DE-
PARTING FROM THE UNITED
STATES

Amendment of Regulation

Part 46, Chapter I, Title 22 of the Code
of Federal Regulations is hereby amend-
ed in the following respect:

Paragraph (k) of § 46.3 is amended to
read as follows:

[F.R. Doc.

§ 46.3 Aliens whose departure is deemed
prejudicial to the interests of the
United States.

(k) Any alien lawfully admitted fo
permanent residence who seeks to de.
part from the United States for trayg
to, in, or through Albania, Commuynis.
controlled China (“Chinese People's Re.
public”), Cuba, North Korea (“Demg.
cratic People’s Republic of Korea”) g
North Viet-Nam (“Democratic Repubijs
of Viet-Nam").

Effective date. The regulations con-
tained in this order shall become effec-
tive upon publication in the Feoepy
REGISTER.

The provisions of section 4 of the Agd-
ministrative Procedure Act (60 Stat, 238;
5 U.S.C. 1003) relative to notice of pro-
posed rule making are inapplicable to
this order because the regulations con-
tained therein involve foreign affairs
functions of the United States,

Dated: January 14, 1961,

[SEAL] CHRISTIAN A. HERTER,
Secretary of State.

Dated: January 14, 1961,

Concurred in:

Wirriam ROGERS,
Atltorney General.

[F.R. Doc. 61-507; Filed, Jan. 18, 1861
8:54 a.m.]

[Dept. Reg. 108.456]

PART 53—TRAVEL CONTROL OF
CITIZENS AND NATIONALS IN TIME
OF WAR OR NATIONAL EMER-
GENCY

Exceptions to Regulations

Pursuant to the authority vested inme
by paragraph 126 of Execufive Order
No. 7856, dated March 31, 1938, lssued
under the authority of section 1 of the
act of Congress approved July 3, 1026
(44 Stat, 887, 22 U.S.C. 211a), and sec-
tion 4 of the act of May 26, 1040 (8
Stat. 111; 5 U.S.C. 151¢), I hereby amend
paragraph (b) of 53.3, Exceptions to
regulations in §53.2 of Title 22 of the
Code of Federal Regulations to read 8
follows:

§53.3 Exceptions to Regulations in
53.2

. . . . '

(b) When traveling between the
United States and any country, terrl
tory or island adjacent thereto in North,
Central, or South America, excludiné
Cuba: Provided, That this exception
shall not be applicable to any such W;
son when traveling to or arriving fronf!or
place outside the United smtfs
which a valid passport is requires
this part, if such travel is accomp
via any country or territory in North,
Central, or South America or any s
adjacent thereto: And provided cablé
That this section shall not be appli
to any seaman except as pr.ovid
paragraph (c¢) of this section; <>r85 A

4. 190; 8 USC. 11
é:;':.;htnulrg'o?iieft;om dated January 17, 1085
18 F.R. 489) 5

The regulation contained in tlgilf efm o
shall become effective upon pu
in the FEDERAL REGISTER. The pro



