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in California from the areas quarantined
because of exotic Newcastle disease,
Therefore, the restrictions pertaining to
the interstate movement of pouliry,
mynah and psittacine birds, and birds of
all other species under any form of con-
finement, and their carcasses and parts
thereof, and certain other articles from
quarantined areas, as contained in 9 CFR
Part 82, as amended, will not apply to the
excluded areas.

The amendments imposé certain re-
strietions necessary to prevent the inter-
state spread of exotic Newcastle disease,
a communicable disease of pouliry, and
must be made effective immediately to
accomplish their purpose in the public
interest. The amendments relieve certain
restrictions presently imposed but no
longer deemed necessary to prevent the
spread of exotic Newcastle disease, and
must be made effective immediately to
be of maximum benefit to the affected
persons. It does not appear that public
participation in this rule making pro-
ceeding would make additional relevant
information available to the Department.

Accordingly, under the administrative
procedure provisions in 5 U.S.C. 553, it
is found upon good cause that notice and
other public procedure with respect to
the amendments are impracticable, un-
necessary and contrary to the public in-
terest, and good cause is found for mak-
ing them effective less than 30 days after
publication in the FEDERAL REGISTER.

Done at Washington, D.C., this 22d day
of December 1972,
' G. H. WisE,
Acting Administrator, Animal
and Plant Health Inspection
Service.

[FR Doc.72-22403 Filed 12-28-72;8:50 am]

PART 82—EXOTIC NEWCASTLE DIS-
EASE; AND PSITTACOSIS OR ORNI-
THOSIS IN POULTRY

Relief of Restrictions

On November 1, 1972, there was pub-
lished in the FEpERAL REGISTER (37 F.R.

23275), a notice of proposed rule making

with respect to proposed relief of re-
strictions on the interstate movement of
birds under the regulations contained in
Part 82, Title 9, Code of Federal Regu-
lations. After due consideration of all
relevant material, including that sub-
mitted in connection with such notice,
and pursuant to the provisions of sections
1, 2, 3, and 4 of the Act of March 3, 1905,
as amended, sections 1. and 2 of the Act
of February 2, 1903, as amended, sections
4, 5, 6, and 7 of the Act of May 29, 1884,
as amended, and sections 3 and 11 of the
Act of July 2, 1962 (21 U.8.C. 111, 112,
113, 115, 117, 120, 123, 124, 125, 126, 134b,
134f) said Part 82 is hereby amended in
the following respects:

In § 82.4, paragraph (¢) isredesignated
as paragraph (d), and a new paragraph
(c) is added toread: :

§ 82.4 Restrictions on intersiate move-
ment from gquarantined areas.

(¢) A lot consisting of no more than
two psittacine or mynah birds or birds

FEDERAL REGISTER, VOL. 37, NO. 251—FRIDAY, DECEMBER

RULES AND REGULATIONS

of any other species, which are nob
known to be affected with or exposed to
any communicable disease of poultry,
which are caged and are personal pets
may be moved interstate by the owner
thereof from any quarantined area, if
(1) prior to such movement, the owner
of such birds signs and furnishes to a
Federal inspector in the State of origin
of the movement® a notarized declara-
tion under oath or affirmation stating
that the birds have been in his posses-
sion for a minimum of 90 days preceding
the interstate movement, that such birds
have not shown any signs of illness dur-
ing that period, and that such birds have
not been in contact with poultry or other
birds (including association with any
other birds at exhibitions or in aviaries)
in the gquarantined area during that pe-
riod; (2) prior to such movement, the
owner signs an agreement® on a form
obtainable from a Federal inspector in
the State of origin of the movement*
stating that the birds will be maintained
in his personal possession separate and
apart from all poultry or other birds, in
a place approved by the Deputy Admin-
istrator, at destination, for a minimum
of 30 days following such interstate
movement and until released by a Fed-
eral or State inspector of the State of
destination; ® that the birds will be made
available for health inspection by a Fed-
eral or State inspector, or both, upon re-
quest until so released, and that Federal
or State officials of the State of destina-
tion * will be immediately notified if any
signs of disease are noted in any of the
birds or any of the birds die during that
period; and (3) there is compliance with
the terms of such agreement.

- - - - -
(Secs. 4-7, 23 Stat. 32, as amended; secs. 1
and 2, 82 Stat. 791-792, as amended; secs, 1-4,
33 Stat. 1264, 1265, as amended; secs. 3 and
11, 76 Stat. 130, 132; 21 U.8.C. 111-113, 115,
117, 120, 121, 123-126, 134b, 134f; 29 F.R.
16210, as amended, 368 F.R. 20707, 21529,
21530, 87 F.R. 6327, 6505)

Effective date. The amendments shall
become effective upon publication in the
FEDERAL REGISTER (12-29-72).

The amendments permit the interstate
movement of not more than two personal
pet birds from quarantined areas under
conditions specified to prevent the spread
of poultry disease, including the require-
ment of no contact with poultry or other
birds for 90 days preceding movement
interstate and the requirement of isola-
tion for 30 days following such move-
ment. The amendments set forth above

2 Information as to the location of such in=
spectors can be obtained from the Deputy
Administrator, Veterinary Services, Animal
and Plant Health Inspection Service, U.S.
Department of Agriculture, Washington, D.C.
20250.

s Owners will be provided a copy of the
agreement containing the name and address
of the appropriate Federal and State officials
of the State of destination. Animal Health
officials in States of destination of pet birds
to be moved from a quarantined area will be
immediately notified by the Federal official in
the originating State when such movement
into the particular State is made under a
declaration furnished to such Federal official,

are the same as those proposed in the
notice of proposed rule making,

The amendments relieve certain re-
strictions presently imposed but no
longer deemed necessary to prevent the
spread of exotic Newcastle disease, and
must be made effective immediately to be
of maximum benefit to affected persons.
Accordingly, under the administrative
procedure provisions in 5 U.8.C. 553, good
cause is found for making them effective
less than 30 days after publication in the
FEDERAL REGISTER.

Done at Washington, D.C., this 21st
day of December, 1972,

G. H. WisE,
Acting Administrator, Animal
and Plant Health Inspection Service.

[FR Doc.72-22404 Filed 12-28-72;8:49 am.]

Title 10—ATOMIC ENERGY

Chapter |—Atomic Energy
Commission

PART 2—RULES OF PRACTICE

Authority of Atomic Safety and Licens-
ing Board to Rule on Certain Petitions

Section 191 of the Atomic Energy Act
of 1954, as amended (42 U.S.C. section
2011 et seq.) provides for the establish-
ment of atomic safety and licensing
boards to conduct hearings and make
initial decisions with respect to the
granting, suspending, revoking, or
amending of licenses or authorizations
under the Atomic Energy Act and other
law. This includes proceedings to con-
sider applications for construction per-
mits or operating licenses for production
or utilization facilities. )

Under the existing rules of practice
(10 CFR Part 2), a proceeding for a
construction permit for a faeility is ini-
tiated by the issuance of a notice of hear-
ing signed by the Secretary of the
Commission, after the application has
been docketed. Any petitions for inter-
vention or limited appearance filed \\'1‘:11
the Commission are ruled on by the
atomic safety and licensing bqard (1951’3‘,‘ -
nated to preside over the hearing, gener
ally at a special prehearing conference
held® within sixty (60) days after ihe
notice of hearing has been published. I
contrast, a proceeding for an’ operating
license for a facility starts with a nouce
of consideration of issuance of facillty
operating license and opportunity 10
hearing. In such proceedings, any b
tions for intervention and hearing @
yuled on by the Commission. Where War-
ranted, the Commission orders a learing
and issues a notice of hearing. =

The Commission has amended its ru e
of practice to permit atomic safety 'U]Li
licensing boards to assume the rgm;;: ;
of ruling on petitions for 1nter\vcn‘f‘~_v;_
and hearing in operating license D}'O‘C‘(‘;\;ri
ings. This function may be exerc™’
either by a board designated for & P¥
ticular operating license proceedn;., )e:
by a board designated to rule on suc lﬂl #
titions. If the board orders & hearl_x'x?i.n:;
will issue an appropriate notice SEUEE
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the nature of the hearing, the issues to
be considered, and any other matter
which the board considers to be appro-
yriate.

: Appeals from licensing board rulings
on petitions for intervention and/or
hearing in construction permit or operat-
ing license proceedings are permitted in
specified circumstances. Any board order
wholly denying a petition for interven-
tion and/or hearing is appealable by the
petitioner on the question whether the
petition and/or hearing request should
have been granted in whole or in part.
Any board order granting a petifion for
intervention and/or hearing is appeal-
able by a party other than the petitioner
on the question whether the petition
and/or request for a hearing should have
been wholly denied. Any appeal must be
made within 5 days of the appealable
order.

Since the amendments which follow
relate solely to matters of internal man-
agement, and are procedural rather
than substantive, general notice of pro-
posed rule making and public procedure
thereon are not required by section 553
of title 5 of the United States Code.

Pursuant to the Atomic Energy Act of
1954, as amended, and sections 552 and
553 of title 5 of the United States Code,
the following revisions to Title 10, Chap-
ter 1, Code of Federal Regulations, Part
2, are published as a document subject to
codification, to be effective upon publica-
tion in the FEDERAL REGISTER (12-29-72).

1. The second sentence of § 2.105(e) is
amended to read as follows: .

§2.105 Notice of proposed action.

* - * - -

(e) * * * If a request for a hearing
and/or a petition for leave to intervene
Is filed within the time prescribed in the
notice, the Commission or an atomic
safety and licensing board designated by
the Commission or by the Chairman of
the Atomic Safety and Licensing Board
Pax}e.l will rule on the request and/or
petition and the Secretary or the desig-
hated atomic safety and licensing board
will issue a notice of hearing or an
appropriate order,

s * * * *

. 2 Section 2.700 is amended to read as
Iollows: ~

§2.700

Scope of subpart.

_The general rules in this subpart gov-
ém procedure in all adjudications ini-
taled by the issuance of an order to
7.0W cause, an order pursuant to § 2.205
-¢), a notice of hearing, or a notice of
;’!:flll)gfsed action issued pursuant to
“. Q.

_ - The first sentence of §2.702 is
amended to read as follows:

§2.702 Docket.
The Secretary will maintain a docket

lor each proceeding subject to this part,
“ommencing with the issuance of the ini-

ujﬂ, hotice of hearing, notice of consid-
fration of issuance of facility operating
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license or other proposed actiomn specified
in § 2.105, or order to show cause.

4. In §2.714, the introductory lan-
guage in paragraphs (a) and (d), and
the language of paragraph (e) are
amended to read as follows:

§ 2,714 Intervention.

(a) Any person whose interest may be
affected by a proceeding and who de-
sires to participate as a party shall file
a written petition under oath or affirma-
tion for leave to intervene. In a proceed-
ing noticed pursuant to § 2.105, any per-
son whose interest may be affected may
also request a hearing. Any petition and/
or request shall be accompanied by a
supporting affidavit identifying the spe-
cific aspect or aspects of the subject
matter of the proceeding as to which he
wishes to intervene and/or on which he
bases his request for a hearing, and set-
ting forth with particularity both the
facts pertaining to his interest and the
basis for his contentions with regard to
each aspect on which he desires to inter-
vene. The petition and/or request shail
be filed not later than the time specified
in the notice of hearing, or as provided
by the Commission, the presiding officer,
or the atomic safety and licensing board
designated to rule on the petition and/
or request, except as provided in § 2.102
(d) (3). Nontimely filings will not be en-
tertained absent a determination by the
Commission, the presiding officer or the
atomic safety and licensing board desig-
nated to rule on the petition and/or re-
quest that the petitioner has made a
substantial showing of good cause for
failure to file on time, and with particu-
lar reference to the following factors in
addition to those set out in paragraph
(d) of this section:

* * * * -

(d) The Commission, the presiding of-
ficer or the atomic safety and licensing
board designated to rule on petitions to
intervene and/or requests for hearing
shall, in ruling on a petition for leave to
intervene, consider the following factors,
among other things:

. - - ~ »

(e) An order permitting intervention
and/or directing a hearing may be
conditioned on such terms as the Com-
mission, presiding officer or the desig-
nated atomic safety and licensing board
may direct in the interests of: (1) Re-
stricting irrelevant, duplicative, or re-
petitive evidence and argument, (2) hay-
ing common interests represented by a
spokesman, and (3) retaining authority
to determine priorities and control the
compass of the hearing. /

> - * > - L

5. A new §2.7T14a is added to read as
follows:

§2.714a  Appeals from certain rulings
on petitions for leave to intervene
and/or requests for hearing.

(a) Notwithstanding the provisions of

§ 2.730(D), an order of the presiding of-
ficer or the atomic safety and licensing
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board designated to rule on petitions for
leave to intervene and/or requests for
hearing may be appealed, in accordance
with the provisions of this section, to the
Atomic Safety and Licensing Appeal
Board within five (5) days after service
of the order. The appeal shall be as-
serted by the filing of a notice of appeal
and accompanying supporting brief. Any
other party may file a brief in support
of or in opposition to the appeal within
five (5) days after service of the appeal.
No other appeals from rulings on peti-
tions and/or requests for hearing shall
be allowed,

(b) An order wholly denying a peti-
tion for leave to intervene and/or re-
quest for a hearing is appealable by the
petitioner on the question whether the
petition and/or hearing request should
have been granted in whole or in part.

(c) An order granting a petition for
leave to intervene and/or request for a
hearing is appealable by a party other
than the petitioner on the question
whether the petition and/or the request
for a hearing should have been wholly
denied.

6. The third sentence of § 2.717(a) is
amended to read as follows:

§ 2,717 Commencement and termination
of jurisdiction of presiding officer.

(a) * * * A proceeding is deemed to
commence when a notice of hearing or a
notice of proposed action pursuant to
§ 2.105 is issued.

» 4 . * -

7. Section 2.721(a) is amended to read
as follows:

§ 2,721 Atomic

boards.

(a) The Commission or the Chairman
of the Atomic Safety and Licensing
Board Panel may from time to time es-
tablish one or more atomic safety and
licensing boards, each comprised of three
members, one of whom will be qualified
in the conduct of administrative proceed-
ings and two of whom shall have such
technical or other qualifications as the
Commission or the Chairman of the
Atomic Safety and Licensing Board
Panel deems appropriate to the issues to
be decided, to preside in such proceed-
ings for granting, suspending, revoking,
or amending licenses or authorizations as
the Commission may designate, and to
perform such other adjudicatory func-
tions as the Commission deems appropri -
ate. The members of an atomic safety
and licensing board shall be designated
from the Atomic Safety and Licensing
Board Panel established by the Commis-
sion.

(Sec. 161, 68 Stat. 048, 42 U.8.C. 2201)

Dated at Germantown, Md., this 19Lh
day of December, 1972.

For the Atomic Energy Commission.

PauL C. BENDER,
Secretary of the Commission,

[FR Doc.72-22335 Filed 12-28-72;8:47 am]

safety and licensing
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Title 21—FO0OD AND DRUGS

Chapter Il—Bureau of Narcotics and
Dangerous Drugs, Depariment of
Justice

PART 301—REGISTRATION OF MAN-
UFACTURERS, DISTRIBUTORS, AND
DISPENSERS OF CONTROLLED SUB-
STANCES

Schedule | Substances; Research
Applications and Protocols

A notice was published in the FEDERAL
REGISTER of November 9, 1972 (37 F.R.
93842) proposing new regulations gov-
erning the procedures for submitting
and processing applications to conduct
yesearch with Schedule I controlled sub-
stances. One comment was received,
from three professors of microbiology at
the University of Montana, who urged
the deletion of the words “and indicafion
of an approved funded grant” from the
material to be included in the research
protocol (§301.33(a) (3) (iv)). They ar-
gue that much research is funded by
other than direct grants and interpret the
language as forbidding such research.
The Bureau did not intend this inter-
pretation; rather, the proposal language
was designed to notify BNDD and the
FDA when a grant was involved. To
clarify this, the words “if any” have
been added at the end of the language
cited.

Through oversight, one element was
omitted from the framework of the pro-
tocol. Section 301.22(b) (3) permits a
person registered to conduct research as
a Schedule I controlled substance to
manufacture or import that substance
“if and to the extent that such manu-
facture is set forth in the research proto-
col.” To provide a proper location for
jneluding this information, §301.33(a)
(2) is revised by the addition of a para-
graph (vii) which reads: “(vii) If the
investigator desires to manufacture or
import any controlled substance listed
in paragraph (iii), a statement of the
quantity to be manufactured or imported
and the sources of the chemicals to be
used or the substance to be imported.”

Under the authority vested in the At-
torney General by sections 301, 302(f)
and 501(b) of the Comprehensive Drug
Abuse Prevention and Control Act of 1970
(21 U.S.C. 821, 822(f), and 871(b)), and
redelegated to the Director of the Bureau
of Narcotics and Dangerous Drugs by
§ 0.100 of Title 28 of the Code of Federal
Regulations, the Director hereby orders
that Part 301 of Title 21 of the Code of
Federal Regulations be amended as fol-
lows:

1. By amending § 301.32(a) (6) to read
as follows:

§301.32 Application forms;
signature.

(a) * * ®

(6) To conduct research with con-
trolled substances listed in schedule T,

he shall apply on BNDD Form 225, with
three copies of a research protocol as

described in § 301.33(a) attached to the
form, or, in the case of a clinical investi-

contents
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gation, with three copies of a certificate
of submission of an IND as described in
§ 301.33(b) attached to the form (the re-
searcher also submitting to the Food and
Drug Administration three copies of a
Notice of Claimed Investigational Ex-
emption for a New Drug as required in
§301.33(b));

- - - . bl

2. By adopting a new § 301.33 to read
as follows:

§301.33 Research protocols.

(a) A protocol to conduct research
with controlled substances listed in
Schedule I shall be in the following form
and contain the following information
where applicable:

(1) Investigator:

(i) Name, address, and BNDD regis-
tration number; if any.

(ii) Institutional affiliation.

(iii) Qualifications, including a cur-
riculum vitae and an appropriate bib-
liography (list of publications).

(2) Research project:

(i) Title of project.

(ii) Statement of the purpose.

(iii) Name of the controlled sub-
stances or substances involved and the
amount of each needed.

(iv) Description of the research to be
conducted, including the number and
species of research subjects, the dosage
to be administered, the route and method
of administration, and the duration of
the project.

(v) Location where the research will
be conducted,

(vi) Statement of the security provi-
sions for storing the controlled sub-
stances (in accordance with §301.75)
and for dispensing the controlled sub-
stances in order to prevent diversion.

(vii) If the investigator desires to
manufacture or import any controlled
substance listed in subdivision @ii) of
this subparagraph, a statement of the
quantity to be manufactured or imported
and the sources of the chemicals to be
used or the substance to be imported.

(3) Authority:

(i) Institutional approval.

(ii) Approval of a Human Research
Committee for human studies.

(iii) Indication of an approved active
Notice of Claimed Investigational

‘Exemption for a New Drug (number).

(iv) Indication of an approved funded
grant (number), if any.

(b) In the case of a clinical investiga-
tion with controlled substances listed in
Schedule I, the applicant shall submit
three copies of a Notice of Claimed In-
vestigational Exemption for a New Drug
(IND) together with a statement of the
security provisions (as presceribed in
paragraph (a) (2)(v) of this section for
a research protocol) to, and have such
submission approved by, the Food and
Drug Administration as required in 21
U.S.C. 355(1) and §130.3 of this title.
Submission of this Notice and statement
to the Food and Drug Administration
shall be in lieu of a research protocol
to the Bureau as required in paragraph
(a) of this section. The applicant, when
applying for registration with the Bu-
reau, shall indicate that such notice has

been submitted to the Food and Drug
Administration by submitting to the Bu-
reau with his BND Form 225 three copies
of the following certificate:

I hereby certify thaton ... , pursuant
(Date)
to 21 US.C. 855(1) and 21 CFR

(Name and Address of IND Sponsor)
submitted a Notice of Clalmed Investiga-
tional Exemption for a New Drug (IND) to
the Food and Drug Administration for:

Signature of Applicant

(¢) In the event that the registrant
desires to increase the quantity of a con-
trolled substance used for an approved
research project, he shall submit a re-
quest to the Registration Branch, Bureau
of Narcotics and Dangerous Drugs, Post
Office Box 28083, Central Station, Wash-
ington, D.C. 20005, by registered mail,
return receipt requested. The request
shall contain the following information:
BNDD registration number; name of the
controlled substance or substances and
the quantity of each authorized in the
approved protocol; and the additional
quantity of each desired. Upon return of
the receipt, the registrant shall be au-
thorized to purchase the additional quan-
tity of the controlled substance or sub-
stances specified in the request. The Bu-
reau shall review the letter and forward
it to the Food and Drug Administration
together with the Bureau comments. The
Food and Drug Administration shall ap-
prove or deny the request as an amend-
ment to the protocol and so notify the
registrant. Approval of the letter by the
Food and Drug Administration shall au-
thorize the registrant to use the addi-
tional quantity of the controlled sub-
stance in the research project.

(d) In the event the registrant desires
to conduct research beyond the varia-
tions provided in the registrant’s ap-
proved protocol (excluding any increase
in the quantity of the controlled sub-
stance requested for his research x{rOJect
as outlined in paragraph (c) of this sec-
tion), he shall submit three copies of a
supplemental protocol in accordance with
paragraph (a) of this section dgscrlbmg
the new research and omitting informa-
tion in the supplemental protocol which
has been stated in the original protocol.
Supplemental protocols shall be proc
essed and approved or denied in the
same manner as original research proto-
cols.

3. By deleting §301.42 in its entirety
and replacing it with the following:

§301.42 Action on applications for-re-
search in Schedule I substances.

(a) In the case of an application for
registration to conduct reset_arch \\'13 1
controlled substances listed in Sched-
ule I, the Director shall process the ﬂl)l)h"
eation and protocol and forward & copy
of each to the Secrefary within 7 days
after receipt. The Secretary shall deter-
mine the qualifications and competel},ctf's
of the applicant, as well as the mﬂt;e
of the protocol (and shall notify
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Director of his determination) within
21 days after receipt of the application
and complete protocol, except that in the
case of a clinical investigation, the Sec-
retary shall have 30 days to make such
determination and notify the Director.
The Secretary, in determining the merits
of the protocol, shall consult with the
Director as to effective procedures to
safeguard adequately against diversion
of such controlled substances from legiti-
mate medical or scientific use.

(b) An applicant whose protocol is de-
fective shall be notified by the Secretary
within 21 days after receipt of such pro-
tocol from the Director (or in the case
of a clinical investigation within 30
days), and he shall be requested to cor-
rect the existing defects before consid-
eration shall be given to his submission.

(c) If the Secretary determines the
applicant qualified and competent and
the research protocol meritorious, he
shall notify the Director in writing of
such determination. The Director shall
issue a certificate of registration within
10 days after receipt of this notice, un-
less he determines that the certificate of
registration should be denied on a ground
specified in section 304(a) of the Act (21
US.C. 824(a)), In the case of a supple-
mental protocol, a replacement certifi-
cate of registration shall be issued by the
Director.

(d) If the Secretary determines that
the protocol is not meritorious and/or
the applicant is not qualified or compe-
tent, he shall notify the Director in writ-
ing setting forth the reasons for such
determination. If the Director deter-
mines that grounds exist for the denial
of the application, he shall within 10
days issue an order to show cause pur-
suant to § 301.48 and, if requested by the
applicant, hold a hearing on the appli-
cation pursuant fto §30151. If the
grounds for denial of the application in-
clude a determination by the Secretary,
the Secretary or his duly authorized
agent shall furnish testimony and docu-
ments pertaining to his determination at
such hearing,

(e) Supplemental protocols will be
Processed in the same manner as original
research protocols. If the processing of
an application or research protocol is
delayed beyond the time limits imposed
by this section,. the applicant shall be
50 notified in writing,

Effective date. This order is effective
upon the date of ifs publication in the
FEDERAL REGISTER (12-29-72).

Dated: December 22, 1972.

JOHN E. INGERSOLL,
_ Director, Bureau of
Narcotics and Dangerous Drugs.

(FR Doc.72-22387 Filed 12-28-72;8:51 am]

PART 304—RECORDS AND REPORTS
OF REGISTRANTS

Information Regarding Controlled
Substance Transactions

The Bureau of Narcotics and D.
: anger-
g;arsi Drugs has responsibility for moni-
g the production and distribution
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of controlled substances in the United
States, and for establishing quotas on
the quantities of controlled substances
listed in Schedules I and II of the Com-~
prehensive Drug Abuse Prevention and
Control Act of 1970. In order to do this,
the Bureau must collect considerable in-
formation on the fiow of controlled sub-
stances among registrants.

At the present time, the Bureau relies
on summarized reports filed by manu-
facturers and distributors of narcotic
drugs, a system established in the former
Federal Bureau of Narcotics. No data is
collected regularly regarding nonnar-
cotic controlled substances. In March
1971, the Bureau proposed extending the
narcotic reporting system to nonnarcotic
drugs (36 F.R. 4928, March 13, 1971).
Various associations of manufacturers
and distributors objected to this pro-
posal and the Bureau did not make the
change. In reaching this decision, how-
ever, it was said (36 F.R. 7776, April 24,
1971) :

The Director wishes to point out that
these requirements are intended to continue
existing reporting requirements until a new
system of reporting that more fully accords
with the Act can be designed and imple-
mented. It is anticipated that this will
require 9 to 12 months and at that time
§§ 304.31-35 will be replaced.

Soon thereaffer the Bureau began an
ambitious project that would provide
BNDD with detailed information regard-
ing every transaction in a controlled sub-
stance. This required extensive study of
the feasibility of collecting and process-
ing this data, as well as the various uses
to which it could be put. Thus, the re-
placement of the narcotics reporting sys-
tem was delayed beyond the 9 to 12
months originally anticipated.

In the summer of 1972, the Bureau had
sufficiently outlined its new program to
begin discussions with affected regis-
trants, The Pharmaceutical Manufac-
turers’ Association and the National
Association of Pharmaceutical Manufac-
turers jointly sponsored a series of
seminars with selected members, repre-
sentatives of various pharmaceutical
wholesaler groups, and BNDD to discuss
the project. On September 18, 1972, the
Bureau directly mailed to each registrant
who might be affected by the new system
a detailed explanation of the program,
how it- would work, and how it might
affect them. Further meetings were held,
and on November 13, 1972, a second
mailing was made by BNDD. In that
mailing was included a draft of the pro-
posed regulations which would imple-
ment the new system. Comments were
solicited at that time. .

The Director has determined, in light
of the discussions with affected regis-
trants, that the new system should be
implemented, but on a gradual basis
during 1973. Each affected registrant will
be contacted during the next 12 months
and advised as to the date on which he
shall commence reporting under the new
system. Until a registrant is incorporated
into the new system, he shall continue
to file information on narcotic substances
which he now files.
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The new system will require reports
from manufacturers regarding produc-~
tion, distributions, and annual inven-
tories of controlled substances listed in
Schedules I and II and narcotic con-
trolled substances in Schedules IIT and
V, and reports from repackers, relabelers,
importers, exporters, and distributors
regarding receipts, distributions, and
annual inventories of controlled sub-
stances in Schedules I and II and nar-
cotic controlled substances in Schedule
III. The Director finds that reports on
each sale, delivery, or other disposal
made by a manufacturer of any con-
trolled substance may be required under
section 307(d) of the Act (21 US.C.
826(d)); at this time, however, the Di-
rector finds that the Bureau cannot proc-
ess data on such transactions on nonnar-
cotic controlled substances in Schedules
IIT, IV, and V. The Director finds that re-
ports on each sale, delivery, or other dis-
posal of any narcotic controlled sub-
stance made by a distributor may be re-
quired under section 307(d) of the Act
(21 U.S.C. 827(d)) but that such trans-
actions involving Schedule V narcotics
are not necessary at this time. The Di-
rector further finds that reports by man-
ufacturers regarding production and an-
nual inventories of controlled substances
in Schedules I and II (and narcotic sub-
stances in Schedules IIT and V) and re-
ports by distributors regarding sales,
deliveries, and other disposals of non-
narcotic controlled substances listed in
Schedules I and IT and regarding receipts
and annual inventories of all controlled
substances in Schedules I and IT and nar-
cotics substances in Schedule III, are
necessary and appropriate for the effi-
cient execution of his functions under
the Act in establishing quotas on the fu-
ture production of these substances, in
filing annual statistical returns regarding
narcotic substances required under Ar-
ticle 20(1) of the Single Convention on
Narcotic Drugs 1961, and is filing annual
statistical reports required under Article
16(4) of the Convention on Psychotropic
Substances, 1971 (which the United
States has agreed to submit voluntarily
in advance of ratification), and may
therefore be required under section 501
(b) of the Act (21 U.S.C. 871(b)). The
Director also finds that reports from im-
porters and exporters regarding imports,
exports, receipts, distributions, and an-
nual inventories of controlled substances
in Schedules I and IT and narcotic con-
trolled substances in Schedule IIT are
similarly necessary and appropriate and
may be required under sections 1008(d),
1015, and 501(b) of the Act (21 US.C.
958(d), 965, and 871(b) ).

Therefore, under the authority vested
in the Attorney General pursuant to sec-
tions 307(d), 501(b), 1008(d), and 1015
of the Comprehensive Drug Abuse Pre-
vention and Control Act of 1970 (21
U.S.C. 827(d), 871(b), 958(d), and 965),
and delegated to the Director of the
Bureau of Narcotics and Dangerous
Drugs by § 0.100 of Title 28 of the Code
of Federal Regulations, the Director
hereby orders that Part 304 of Title 21
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of the Code of Federal Regulations be
amended as follows:

1. By adopting a new § 304.36 to read
as follows:

§ 304.36 'Transitional regulations.

(2) It is the intent of the Bureau to
shift use of BND Forms 233, 234, and 235
under §§ 304.31-304.32 to BND Form 333
under §§ 304.37-304.41 in stages during
the calendar year 1973, and to have total
utilization of the new reporting forms
by January 1, 1974. Individual regis-
trants will be contacted by the Bureau
as to the date each registrant will shift
in the forms used and the data reported.

(b) On the date on which the regis-
trant transfers from BND Form 234 or
235 to BND Form 333, he shall take and
file on BND Form 333 a complete in-
ventory of all controlled substances on
which he is required to report.

(c) References to BND Form 234 in
§8 304.33 and 304.34 shall be deemed
to refer equally to BND Form 333.

2. By adopting a new § 304.37 to read
as follows: g

§ 304.37 Reporis generally.

(a) All reports required by §§ 304.38-
304.41 shall be filed with the Distribution
Audit Branch, Bureau of Narcotics and
Dangerous Drugs; Department of Jus-
tice, Washington, D.C. 20537.

(b) Reports required by §§304.38-
304.41 shall be filed on BND Form 333,
or on media which contains the data
required by BND Form 333 and which is
acceptable to the Distribution Audit
Branch.

3. By adopting a new § 304.38 to read
as follows:

§ 304.38 Reports from manufacturers
of bulk materials or dosage units,

Each person who is registered to manu-
facture controlled substances and who
manufactures such substances in bulk or
dosage form shall report as follows:

(a) Substances covered. Reports shall
include data on each controlled substance
listed in Schedule I and II and on each
narcotic controlled substance listed in
Schedules III and V (but not on any
madterial, compound, mixture, or prepara-
tions containing a quantity of a sub-
stance having a stimulant effect on the
central neryous system, which material,
compound, mixture or preparation is
listed in Schedule III). Data shall be
presented in such a manner as to identify
the particular form, strength, and trade
name, if any, of the product containing
the controlled substance for which the
report is being made. For this purpose,
persons filing reports shall utilize the
National Drug Code Number assigned to
the product under the National Drug
Code System of the Food and Drug
Administration.

(b) Transactions reported. Reports
shall provide data on each acquisition to
inventory (identifying whether it is, e.g.,
by purchase or transfer, return from &
customer, recovery of waste material,
manufacture from other materials, or
supplied by the Federal Government)
and each reduction from inventory
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(identifying whether it is, e.g., by sale or
transfer, sampling, use in production, loss
through nonrecoverable waste, theft, de-
struction, or seizure by Government
agencies). These reports shall be filed
every month not later than the 15th day
of the month succeeding the month for
which it is submitted; except that a regis-
trant may be given permission to file
more frequently or less frequently (but
not less than quarterly), depending on
the number of transactions being re-
ported each time by that registrant.

(e) Inventories reported. Reports shall
provide data on the stocks of each re-
ported controlled substance on hand as
of the close of business on December 31
of each year, indicating whether the sub-
stance is in storage or in process of man-
ufacturing. These reports shall be filed no
later than January 15 of the following
year.

4. By adopting a new § 304.39 to read
as follows:

§ 304.39 Reports from packagers and
lahelers.

Each person who is registered to man-
ufacture controlled substances and who
only packages, repackages, labels, or re-
labels such substances shall report as
follows:

(a) Substdnces covered, Reports shall
include data on each controlled sub-
stance listed in Schedule I and IT and on
each narcotic controlled substance listed
in Schedule IIT (but not on any mate-
rial, compound, mixture, or preparation
containing a quantity of a substance hav-
ing a stimulant effect on the central
nervous system, which material, com-
pound, mixture, or preparation is listed
in Schedule III or on any narcotic con-
trolled substance listed in Schedule V).
Data shall be presented in such a man-
ner as to identify the particular form,
strength, and trade name, if any, of the
product containing the controlled sub-
stance for which the report is being
made. For this purpose, persons filing re-
ports shall utilize the National Drug
Code Number assigned to the product
under the National Drug Code System of
the Food and Drug Administration.

(b) Transactions reported. Reports
shall provide data on each acquisition to
inventory (identifying whether it is, e.g.,
by purchase or transfer, return from a
customer, recovery of waste material,
manufacture from other materials, or
supply by the Federal Government) and
each reduction from inventory (identi-
fying whether it is, e.g., by sale or trans-
fer, sampling loss through nonrecover-
able waste, destruction, or seizure by
Government agencies), These reports
shall be filed every month not later than
the 15th day of the month succeeding the
month for which it is submitted; except
that a registrant may be given permission
to file more frequently or less frequently
(but not less than quarterly), depending
on the number of transactions being re-
ported each time by that registrant.

(¢) Imventories reported. Reports shall
provide data on the stocks of each re-
ported controlled substance on hand each
year as of the close of business on the

inventory date selected by the registrant
pursuant to § 304.13. These reports shall
be filed not later than the 15th day of
the month succeeding the inventory date.

(d) Exceptions. A registered institu-
tional practitioner who repackages or
relabels exclusively for distribution to
and dispensing by agents, employees, or
affiliated institutional practitioners of the
registrant may be exempted from filing
reports under this section by applying to
the Distribution Audit Branch of the
Bureau.

5. By adopting a new § 304.40 to read
as follows:

§ 304.40 Reporis from importers and
exporters.

Each person who is registered fo im-
port or export controlled substances shall
report as follows:

(a) Substances covered. Reports shall
include data on each controlled sub-
stance listed in Schedule I and II and
on each narcotic controlled substance
listed in Schedule IIT (but not on any
material, compound, mixture or prepa-
ration containing a quantity of a sub-
stance having a stimulant effect on the
central nervous system, which material,
compound, mixture or preparation is
listed in Schedule III or on any narcotic
controlled substance listed in Schedule
V). Data shall be presented in such a
manner as to identify the particular
form, strength, and substance for which
the report is being made, For this pur-
pose, persons filing reports shall utilize
the National Drug Code Number assigned
to the product under the National Drug
Code System of the Food and Drug Ad-
ministration. :

(b) Transactions reported. Reports
shall provide data on each acquisition to
inventory (identifying whether it is, eg.
by importation, by purchase or transfer,
return from a customer, or supply by fhe
Federal Government) and each reduc-
tion from inventory (identifying whether
it is, e.g., by exportation, by sale or trans-
fer, sampling, theft, destruction, or seiz-
ure by Government agencies) . These re-
ports shall be filed every month not later
than the 15th day of the month sucpecd-
ing the month for which it is submitted:
except that a registrant may be given
permission to file more frequently or less
frequently (but not less than quarterly ),
depending on the number of transactions
being reported each time by that regis-
trant. i

(o) Impentories reported. Reports shell
provide data on the stocks of each con-
trolled substance covered on hand eactl
year as of the close of business on the
inventory date selected by the registrant
pursuant to § 304.13. These reports sha’
be filed no later than the 15th day ¢
the month succeeding the inventory
date.

6. By adopting a new
as follows:

§304.41 Reporis from distributors.

Each person who is registered to dis-
tribute controlled substances shall report
as follows: hall

(a) Substances covered. Reports s “1‘
include data on each controlled sub-

§304.41 to read
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stance listed in Schedule I and II and
on each narcotic controlled substance
listed in Schedule III (but not on any
material, compound, mixture or prepara-
tion containing a quantity of a sub-
stance having a stimulant effect on the
central nervous system, which material,
compound, mixture or preparation is
listed in Schedule III or on any nar-
cotic controlled substance listed in
Schedule V). Data shall be presented in
such & manner as fto identify the par-
ticular form, strength, and trade name,
if any, of the product containing the
controlled substance for which the re-
port is being made. For this purpose,
persons filing reports shall utilize the
National Drug Code Number assigned to
the product under the National Drug
Code System of the Food and Drug
Administration.

(b) Transactions reported. Reports
shall provide data on each acquisition to
inventory (identifying whether it is,
e.g., by purchase or transfer, return from
a customer, or supply by the Federal
Government) and each reduction from
inventory (identifying whether it is, e.g.,
by sale or transfer, sampling, theft, de-
struction, or seizure by Government
agencies). These reports shall be filed
every month not later than the 15th day
of the month succeeding the month for
which it is submitted; except that a
registrant may be given permission to
file more frequently or less frequently
(but not less than quarterly), depending
on the number of transactions being re-
vorted each time by that registrant.

(¢) Inventories reported. Reports shall’

provide data on the stocks of each con-
irolled substance covered on hand each
vear as of the close of business on the
Inventory date selected by the registrant
pursuant to § 304.13. These reports shall
be filed no later than the 15th day of the
month succeeding the inventory date.
(@) Ezceptions. A registered institu-
txou_al bractitioner which distributes ex-
clusively to (for dispensing by) agents,
eémployees, or affiliated institutional
bractitioners of the registrant may be
éxempted from filing reports under this
section by applying to the Distribution
Audit Branch of the Bureau.
Eflective date, Because every registrant
affected by the changes ordered above
has previously been given a copy of the
thanges and permitted to comment, be-
fause the implementation of the Sys-
iﬁlll 1s scheduled to commence J anuary 1,
ng‘t& and because implementation will
1(0" be completed until December 31,
973 ( tl}e‘reby allowing considerable time
(;}r revisions, if necessary), this order
;r}ﬂl{ be effective on December 31, 1972,
: rnex} efore, the Director finds that waiver
ob‘“e‘ usual period for comments and
Jections is consistent with the public
¢alth and safety, with the interests of
Zfr‘g\cltgd bersons, and with the need to
eq
g ac;)&i.ﬂed set of regulations to
(.OH 0y Interested person desires to
chnlxxxexlt On or object to any of the
“_‘f";nges made in this order, the Director
til Consider such comments and objec-
O0s for purposes of amending or re-
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voking any of these changes. All inter-
ested persons are invited to submit their
comments and objections in writing with
five copies to the Hearing Clerk, Office
of Chief Counsel, Bureau of Narcotics
and Dangerous Drugs, Department of
Justice, Room 611, 1405 I Street NW.,
Washington, DC 20537,

Dated: December 22, 1972.

JOHN E. INGERSOLL,
Director, Bureau of Narcotics
and Dangerous Drugs.

[FR Doc.72-22388 Filed 12-28-72;8:51 am]

Title 26—INTERNAL REVENUE

Chapter I—Internal Revenue Service,
Department of the Treasury

[T.D. 7238]

ACCELERATION OF COLLECTION OF
ESTATE AND GIFT TAXES

On August 25, 1972, notice of proposed
rule making to conform the Income Tax
Regulations (26 CFR Part 1), the Estate
Tax Regulations (26 CFR Part 20), the
Gift Tax Regulations (26 CFR Part 25),
and the Regulations on Procedure and
Administration (26 CFR Part 301) , to the
amendments of the Internal Revenue
Code of 1954 made by sections 101 and
102 of the Excise, Estate, and Gift Tax
Adjustment Act of 1970 (84 Stat. 1836),
was published in the FeperaL REGISTER
(37 F.R. 19179) . After consideration of all
such relevant matter as was presented by
interested persons regarding the rules
proposed, the amendment of the regula-
tions as proposed is hereby adopted, sub-
ject to the changes set forth below.

1. Paragraph (a) of § 20.2204-2, as set
forth in paragraph 16 of the notice of
proposed rule making, is changed to read
as set forth below.

2. Paragraphs (a) and (b) of § 20.6161—
1, as set forth in paragraph 30 of the ap-
pendix to the notice of proposed rule
making, are changed to read as set forth
below.

3. Subparagraph (1) and example (1)
of subparagraph (3) of § 25.6019-1 (b),
as set forth in paragraph 77 of the ap-
pendix to ‘the notice of proposed rule
making, are changed to read as set forth
below.

4. Section 301.6601-1 is amended by re-
vising paragraph (b)(2) to read as set
forth below.

(Secs, 2204(b), 2513, 6001, 6011, 6036, 6071,
6091(b), 6166(j), 6905(a), and 7805 of the
Internal Revenue Code of 1954 (84 Stat. 1838,
26 US.C. 2204(b); 68A Stat. 406, 26 U.S.C.
2513; 68A Btat. 731, 26 U.S.C 6001; 68A Stat
732, 26 U.S.C. 6011; 68A Stat., 744, 26 U.S.C.
6036; 68A Stat. 749, 26 U,S.C 6071; 84 Stat
1837, 26 U.S.C. 6091(b); 72 Stat. 1684, 26
U.S.C. 6166(]); 84 Stat. 1838, 26 U.S.C. 6905
(a); 68A Stat 917, 26 U.S.C. 7805)

[SEAL] JOHNNIE M, WALTERS,
Commissioner of Internal Revenue.

Approved: December 21, 1972.

FrEDERIC W. HICKMAN,
Assistant Secretary
of the Treasury.
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PART 1—INCOME TAX; TAXABLE
YEARS BEGINNING AFTER DE-
CEMBER 31, 1953

PARAGRAPH 1. Section 1.1015 is amended
by revising section 1015(d) (2) and the
historical note to read as follows:

§ 1.1015 Statutory provisions; basis of
property acquired by gifts and trans-
fers in trust,

Sec. 1015. Basis of property acquired by
gijts and transfers in trust. * *

(d) Increased basis for gift tar paid. * * *

(2) Amount of tar paid with respect to
gijt. For purposes of paragraph (1), the
amount of gift tax paid with respect to any
gift Is an amount which bears the same ratio
to the amount of gift tax pald under chapter
12 with respect to all gifts made by the
donor for the calendar quarter (or calendar
year if the gift was made before January 1,
1971) in which such gift is made as the
amount of such gift bears to the taxable gifts
(as defined in section 2503(a) but computed
without the deduction allowed by section
2521) made by the donor during such cal«’
endar quarter or year. For purposes of the
preceding sentence, the amount of any gift
shall be the amount included with respect to
such gift in determining (for the purposes
of section 2503(a)) the total amount of gifts
made during the calendar quarter or year,
reduced by the amount of any deduction al-
lowed with respect to such gift under sec-
tion 2522 (relating to charitable deduction)
or under section 2523 (relating to marital
deduction),

- L - * -
[Sec. 1015 as amended by sec. 43(a), Tech-
nical Amendments Act 1958 (Public Law 85—
866, 72 Stat. 1640); sec. 102(d) (1), Excise,
Estate, and Gift Tax Adjustment Act 1970
(84 Stat.1841)]

PaR. 2. Paragraph (b) of § 1.1015-5 is
amended by revising subparagraphs
(1) (1), (1) 3D, (2), and (4) to read as
follows:

§ 1.1015-5 1Increased basis for gift tax
paide
- - - * -

(b) Amount of gift tax paid with re-
spect to a gift of property. (1) (i) If only
one gift was made during a certain cal-
endar quarter (or calendar year if the
gift was made before January 1, 1971),
the entire amount of the gift tax paid
under chapter 12 or the corresponding
provisions of prior revenue laws for that
calendar quarter (or calendar year) is
the amount of the gift tax paid with re-
spect to the gift.

(ii) If more than one gift was made
during a certain calendar quarter (or
calendar year if the gifts were made
before January 1, 1971), the amount of
gift tax paid under chapter 12 or the
corresponding provisions of prior reve-
nue laws with respect to any specified
gift made during that calendar quarter
(or calendar year) is an amount, A,
which bears the same ratio to B (the
total gift tax paid for that calendar
quarter or calendar year) as C (the
“amount of the gift,” computed as de-
scribed in this subdivision) bears to D
(the total taxable gifts for the calendar
quarter or calendar year, computed with-
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out deduction for the gift tax specific nue laws). Stated algebraically, the

exemption under section 2521 or the
corresponding provisions of prior reve-

amount of the gift tax paid with respect
to a gift equals:

“Amount of the gift” (C)

X Total gift tax pald (B)

Total taxable gifts, plus specific exemption allowed (D)

For purposes of the ratio stated in the
preceding sertence, the “amount of the
gift” referred to as factor “C” is the value
of the gift reduced by any portion ex-
cluded or deducted under section 2503(b)

(annual exclusion), 2522 (charitable de-
duction), or 2523 (marital deduction) of
the Code or the corresponding provisions
of prior revenue laws. In making the
computations described in this para-
graph, the values to be used are those
finally determined for purposes of the
gift tax.

. L * - -

(2) For purposes of this paragraph, it
is immaterial whether the gift tax is
paid by the donor or the donee. Where
more than one gift of a present interest
in property is made to the same donee
during a calendar quarter or calendar
year, the annual exclusion shall apply
to the earliest of such gifts in point of
time.

* * - - -

(4) The method described in section
1015(d) (2) and this paragraph for com-
puting the amount of gift tax paid in
respect of a gift may be illustrated by the
following examples:

made by either during 1956 treated as made

one-half by A and one-half by B. Pursuant

to that election, A and B each filed a gift tax

return for 1966. A paid gift tax of $11325

::l‘llon paid gift tax of $5,260, computed as
WS &

A B
Value of land given to N. ______._ . $#3,000  $43 000
Less: exclusi 3,000 3,000
Included amount of gift.. ... 40,000 40,000
Value of securities given to N...... T 2,00 2,00
Less: Jusi one N‘uun
Included amount of gift. ... 20, 000 20, 000
emgs o Am
Included amount of gift. ..... 20, 000 20, 000
Total incloded gifts_ . ... 80,000 50,00
Less: specific exemption............ None 30, 000
Taxable gifts for 1956. .. .. .... 80, 000 50, 000
Gift tax for 1056_ ...« m,as 6,20

Ezample (1). Prior to 1959 H made no taxable gifts. On July 1, 1959, he made a gift to
his wife, W, of land having a value for gift purposes of $60,000 and gave to his son, S,

certain securities valued at $60,000. During the year 1959, H also contributed $5,000 in cash
to a charitable organization described in section 2522. H filed a timely gift tax return for
1959 with respect to which he paid gift tax in the amount of $6,000, computed as follows:

Value of land given to W.

Less: Annual exclusion. e
Marital deduction . e e

Included amount of gift. e

Value of securities given 10 So o cmcaeaan
Less: Annual exclusion. v cccccmme e

Included amount of gift e
Gift to charitable organization. . . v ceean-
Less: Annual exclusion. o e
Charitable deduction. « o cmc e

Included amount of giTt -

Total included gifts.
Less: Specific exemption allowed. - ceoee-a

Taxable gifts for 1959 —c e

Gift tax on $54,000. v o

.................................. $27, 000
......................... 60, 000
......................... 3,000
rogos o st e e 57, 000
15 STk > 5, 000
................. 3, 000
................. 2,000 5, 000
............ 0
84, 000
. e et s 30, 000
.................................. 54, 000
8, 000

In determining the gift tax paid with respect
to the land given to W, amount C of the ratio
set forth in subparagraph (1) (i) of this
paragraph is $60,000, value of property given
to W, less $33,000 (the sum of $3,000, the
amount excluded under section 2503 (b), and
$30,000, the amount deducted under section
2523), or $27,000. Amount D of the ratio is
$84,000 (the amount of taxable gifts, $54,000,
plus the gift tax specific exemption, $30,000).
The gift tax pald with respect to the land
given to W Is $1,928.57, computed as follows:

$27,000 (C)
— X $6,000 (B)
$84,000 (D)

Example (2).The facts are the same as in
example (1) except that H made his gifts
to W and S on July 1, 1971, and that prior
to 1971, H made no taxable gifts. Further-
more, H made his charitable contribution on

August 12, 1971. These were the only gifts

made by H during 1971. H filed his gift tax
return for the third quarter of 1971 on
November 15, 1971, as required by section
6075(b). With respect to the above gifts,
H paid a gift tax in the amount of $6,000,
on total taxable gifts of $54,000 for the third
quarter of 1971. The gift tax paid with re-
spect to the land given to W is $1,928.67. The
computations for these figures are identical
to those used in example (1).

Example (3). On January 15, 1956, A made

a gift to his nephew, N, of land valued at.

$86,000, and on June 30, 1856, gave N securi-
ties yvalued at $40,000. On July 1, 1856, A gave
to his sister, S, $46,000 in cash. A and his
wife, B, were married during the entire calen-
dar year 1956. The amount of A's taxable gifts
for prior years was zero although in arriving
at that amount A had used in full the specific
exemption authorized by section 2521, B did
not make any gifts before 1956. A and B
elected under section 2513 to have all gifts

The amount of the gift tax pald
respect to the land given to N is computed
as follows:

$40,000(C)
$80,000(D)

The amount of the gift tax paid by B with
respect to the land given to N is computed
as follows:
$40,000(C)
$80,000(D) X $5,250(B) =$2,625

The amount of the gift tax paid with respect
to the land is $5,662.50 plus 82,625, or
$8,287.50. Computed in a similar manner, the
amount of gift tax pald by A with respect 10
the securities given to N is $2,831.25, and the
amount of gift tax paid by B with respect
thereto is $1,312.50, or a total of $4,143.75.

Example (4). The facts are the same as in
example (3) except that A gave the land to
N on January 15, 1972, the securities to N
on February 3, 1972, and the cash to S on
March 7, 1972. As in example (3),the amount
of A’s taxable gifts for taxable years prior i0
1972 was zero, although in arriving at that
amount A had used in full the specific ex-
emption authorized by section 2521. B did
not make any gifts before 1972. Pursuant Lo
the election under section 2613, A and ”B
treated all gifts made by either during 1972
as made one-half by A and one-half by B. ‘\
and B each filed a gift tax return for the Grst
quarter of 1972 on May 15, 1972, as reqm'rfr.
by section 6075(b). A paid gift tax of $11,320
on taxable gifts of $80,000 and B paid gift
tax of $5,250 on tazable gifts of $560,000. Ttxe
amount of the gift tax paid by A and B \\1:11
respect to the land given to N 1is $5,662.50 s;:«:
$2,625, respectively. The computations”w‘-.
these figures are identical to those used in
example (3).

% 811,325 (B) =$5,662.50

-

Par. 3. Section 1.1223 is t;.mended}_).V
redesignating subsection {10) of section
1223 as (12), by inserting new subsec-
tions (10) and (11) immediately aiter
subsection (9), and by adding a histori-
cal note. These redesignated and added
provisions read as follows:
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§1.1223 Stwatutory provisions; holding
period of property.

sec. 1223, Holding period of property.* * *

(10) In dessrmining the period for which
the taxpayer bas held trust certificates of a
trust to which subsection (d) of section 1246
applies, or the period for which the taxpayer
has held stock in a corporation to which sub-
sectlon (d) of section 1246 applies, there
shall be included the period for which the
trust or corporation (as the case may be)
nheld the stock of foreign investment com-

anies.
g (11) In the case of a person acquiring

property from & decedent or to whom prop-
erty passed from & decedent (within the
meaning of section 1014(b)), if—

(A) The basis of such property in the
hands of such person is determined under
section 1014, and

(B) Such property is sold or otherwise dis-
posed of by such person within 6 months
after the decedent’s death,
then such person shall be considered to have
held such property for more than 6 months.

(12) Cross reference, * * *

[Sec. 1223 as amended by sec. 14(Db), Rev, Act
1962 (76 Stat. 1041); see. 101(g), Excise,
Estate, and Gift Tax Adjustment Act 1970
(84 Stat. 1838) |

Par, 4, Section 1.1223-1 is amended by
redesignating paragraph (j) as (k) and
inserting a new paragraph (j) imme-
diately after paragraph (i), These re-
designated and added provisions read as
follows:

§ 1.1223-1 Determination of period for
which capital assets are held.

. = * - -

(i) In the case of a person acquiring
property, or to whom property passed,
from a decedent (within the meaning of
section 1014(b)) dying after Decem-
ber 31, 1970, such person shall be con-
Sidered to have held the property for
more than 6 months if the property—

(1) Has a basis in the hands of such
Person which is determined in whole or
In part under section 1014, and

(2) Is sold or otherwise disposed of by
Such person within 6 months after the
tecedent’s death.

The provisions of this paragraph apply
to sales of such property included in the
Gecedent’s gross estate for the purposes
of_the estate tax by the executor or ad-
Ministrator of the estate and to sales of
Such property by other persons who have
acquired property from the decedent.
The provisions of this paragraph may
also be applicable to cases involving joint
tenancies, community property, and
Properties transferred in contemplation
Oi death. Thus, if g surviving joint ten-
ant, who acquired property by right of
Survivorship, sells or otherwise disposes
?kf such property within 6 months after
bze.mte of the decedent’s death, and the
tms. of t.x}e broperty in his hands is de-
tf‘r:xxnx)ed In whole or in part under sec-
e}0:3 1014, the broperty shall be consid-

¢G to have been held by the surviving
Jsti'l'np, tenant for more than 6 months,
arly, a surviving spouse’s share of
f;”;l?}}lmty broperty shall be considered
¢ m&-e. been held by her for more than
I)meo‘ntm If it is sold or otherwise dis-
S uu of within 6 months after the date

* We decedent’s death, regardless of
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when the property was actually acquired
by the marital community. For the pur-
poses of this paragraph, it is immaterial
that the sale or other disposition pro-
duces gain or loss. If property is consid~
ered to have been held for more than
6 moriths by reason of this paragraph,
it also is considered to have been held
for that period for purposes of section
1231 (if that section is otherwise ap-
plicable).

(k) Any reference in section 1223 or
this section to another provision of the
Internal Revenue Code of 1954 is,
where applicable, to be deemed a refer-
ence to the corresponding provision of
the Internal Revenue Code of 1939, or
prior internal revenue laws. The provi-
sions of prior internal revenue laws here
intended are the sections referred to in
the sections of the Internal Revenue
Code of 1939 which correspond to the
sections of the Internal Revenue Code
of 1954 referred to in section 1223. Thus,
the sections corresponding to section
1081(c) are section 371(c) of the Reve-
nue Act of 1938 (52 Stat. 553) and section
371(c) of the Internal Revenue Code of
1939. The sections corresponding to sec-
tion 1091 are section 118 of each of the
following: The Revenue Acts of 1928 (45
Stat. 826), 1932 (47 Stat. 208), 1934 (48
Stat. 715), 1936 (49 Stat. 1692), 1938 (52
Stat. 503), and the Internal Revenue
Code of 1939.

Par. 5. Section 1.6161 is amended by
revising section 6161(a) (1), by revising
section 6161(b), and by adding a his-
torical note. These revised and added
provisions read as follows:

§ 1.6161 Statutory provisions: extension
of time for paying tax.

Sec. 6161. Eztension of time for paying
taz—(a) Amount determined tarpay
on return—(1) General rule. The Secretary
or his delegate, except as otherwise provided
in this title, may extend the time for pay-
ment of the amount of the tax shown, or
required to be shown, on any return or dec-
laration required under authority of this
title (or any instaliment thereof), for a rea-
sonable period not to exceed 6 months (* * *)
from the date fixed for payment thereof.
Such extension may exceed 6 months in the
case of a taxpayer who is abroad.

- - - - -

(b) Amount determined as deficiency.
Under regulations prescribed by the Secre-
tary or his delegate, the Secretary or his dele~
gate may extend, to the extent provided
below, the time for payment of the amount
determined as a deficiency:

(1) In the case of a tax imposed by chap-
ter 1, 12, or 42, for a period not to exceed 18
months from the date fixed for payment of
the deficiency, and, in exceptional cases, for
a further period not to exceed 12 months;

An extension under this subsection may be
granted only where it is shown to the satis-
faction of the Secretary or his delegate that
the payment of a deficiency upon the date
fixed for the payment thereof will resuit in
undue bardship to the taxpayer in the case
of a tax imposed by chapter 1 or 42, to the
estate In the case of a tax imposed by chap-
fer 11, or to the donor in the case of a tax
imposed by chapter 12. No extension shall be
granted if the deficiency is due to negli-
gence, to Intentional disregard of rules and
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regulations, or to fraud with intent to evade
tax.

- - - - .

[Sec. 6161 as amended by sec. 101(J), Tax
Reform Act 1069 (83 Stat. 530); sec. 101(h),
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1838)]

PART 20—ESTATE TAX; ESTATES OF
DECEDENTS DYING AFTER AU-
GUST 16, 1954

Par. 6. Section 20.0-1 is amended by
revising paragraph (a)(1) to read as
follows:

§ 20.0-1 Introduetion.

(a) Im general. (1) The regulations in
this part (Part 20, Subchapter B, Chap-
ter I, Title 26, Code of Federal Regula-
tions) are designated “Estate Tax Reg-
ulations.” These regulations pertain to
(1) 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 regula-
tions may be affected by the provisions
of an applicable death tax convention
with a foreign country. Unless otherwise
indicated, references in the regulations
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 provi-
sion of law are references to a section or
other provision of the Internal Revenue
Code of 1954, as amended. Unless other-
wise provided, the Estate Tax Regula-
tions are applicable to the estates of de-
cedents dying after August 16, 1954, and
supersede the regulations contained in
Part 81, Subchapter B, Chapter 1, Title
26, Code of Federal Regulations (1939)
(Regulations 105, Estate Tax), as pre-
scribed and made applicable to the In-
ternal Revenue Code of 1954 by Treasury
Decision 6091, signed August 16, 1954
(19 F.R. 5167, Aug. 17, 1954). The regu-
lations in this part do not reflect the
amendments made by the Foreign In-
vestors Tax Act of 1966 (80 Stat. 1539).

Par. 7. Section 20.2012 is amended by
revising section 2012(b) (1), by revising
section 2012(d), and by adding a his-
torical note. These revised and added
provisions read. as follows:

§20.2012 Statutory provisions; eredit
for gift tax,

Sec. 2012, Credit for gift tax, * * *

(b) In applying, with respect to any gift,
the ratio stated in subsection (a), the value
at the time of the gift or at the time of the
death referred to In such ratio, shall be
reduced—

(1) By such amount as will properly re-
flect the amount of such gift which was ex-
cluded in determining (for purposes of sec-
tion 2503(a) ), or of corresponding provisions
of prior laws, the total amount of gifts made
during the calendar quarter (or calendar year
if the gift was made before January 1, 1971)
in which the gift was made;
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(d) (1) For purposes of subsection (a), the
amount of tax paid on a gift under chapter
12, or under corresponding proyisions of prior
laws, with respect to any gift shall be an
amount which bears the same ratio to the
total tax pald for the calendar quarter (or
calendar year if the gift was made before
January 1, 1971) in which the gift was made
as the amount of such gift bears to the total
amount of taxable gifts (computed without
deduction of the specific exemption) for such
quarter or year.

(2) For purposes of paragraph. (1), the
“amount of such gift” shall be the amount
included with respect to such gift in deter-
mining (for the purposes of section 2503(a),
or of corresponding provisions of prior laws)
the total amount of gifts made during such
quarter or year, reduced by the amount of
any deduction allowed with respect to such
gift under section 2522, or under correspond«
ing provisions of prior laws (relating to
charitable deduction), or under section 2523
(relating to marital deduction).

[Sec. 2012 as amended by sec. 102(d) (2),
Excise, Estate, and Gift Tax Adjustment Act
1070 (84 Stat. 1841) ]

Par. 8. Section 20.2012-1 is amended by
revising so much of paragraph (c) as
precedes the example to read as follows:

RULES AND REGULATIONS
§20.2012-1 Credit for gift tax.

(e) “First limitation”. The amount of
the gift tax paid on the gift is the “first
limitation”. Thus, if only one gift was
made during a certain calendar quarter,
or calendar year if the gift was made
before January 1, 1971, and the gift is
wholly included in the decedent’s gross
estate for the purpose of the estate tax,
the credit with respect to the gift is lim-
ited to the amount of the gift tax paid
for that calendar quarter or calendar
year. On the other hand, if more than
one gift was made during a certain cal-
endar quarter or calendar year, the
credit with respect to any such gift
which is included in the decedent’s gross
estate is limited under section 2012(d)
to an amount, A, which bears the same
ratio to B (the total gift tax paid for
that calendar quarter or calendar year)
as C (the “amount of the gift,” computed
as described below) bears to D (the total
taxable gifts for the calendar quarter or
the calendar year, computed without de~
duction of the gift tax specific exemp-
tion) . Stated algebraically, the “first lim-

itation” (A) equals

“Amount of the gift” (C)

X Total gift tax pald (B).

Total taxable gifts, plus specific exemption allowed (D)

For purposes of the ratio stated above,
the “amount of the gift” referred to as
factor “C” is the value of the gift reduced
by any portion exluded or deducted
under sections 2503(b) (annual exclu-
sion), 2522 (charitable deduction), or
2523 (marital deduction) of the Internal
Revenue Code or corresponding provi-
sions of prior law. In making the compu-
tations described in this paragraph, the
values to be used are those finally deter-
mined for the purpose of the gift tax, ir-
respective of the values determined for
the purpose of the estate tax. A similar
computation is made in case only a por=
tion of any gift is included in the dece~
dent's gross estate. The application of
this paragraph may be illustrated by the
following example:

= * L4 - *

Par. 9. Section 20.2032 is amended by
revising sections 2032(a) (1) and (2),
by revising section 2032(b) and by add-
ing a historical note. These revised and
added provisions read as follows:

§ 20.2032 Statutory provisions;
nate valuation.

Sec. 2032. Alternate valuation—(a) Gen=
ergr.-® 2

(1) In the case of property distributed,
sold, exchanged, or otherwise disposed of,
within 6 months after the decedent’s death
such property shall be valued as of the date
of distribution, sale, exchange, or other dis-
position.

(2) In the case of property not distributed,
sold, exchanged, or otherwise disposed of,
within 8 months after the decedent’s death
such property shall be valued as of the date
6 months after the decedent’s death.

- - - - -
(b) Special rules. No deduction wunder
this chapter of any item shall be allowed
if allowance for such item is in effect given

alter-
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by the alternate valuation provided by this
section, Wherever in any other subsection or
section of this chapter reference is made to
the value of property at the time of the de-
cedent’s death, such reference shall be
deemed to refer to the value of such prop=
erty used in determining the value of the
gross estate. In case of an election made by
the executor under this section, then—

(1) For purposes of the charitable deduc~
tion under section 2055 or 2106(a) (2), any
bequest, legacy, devise, or transfer enumer-
ated therein, and

(2) For the purpose of the marital deduc-
tion under section 2056, any interest in prop=-
erty passing to the surviving spouse,

shall be valued as of the date of the de-
cedent's death with sdjustment for any dif-
ference in value (not due to mere lapse of
time or the occurrence or nonoccurrence of
a contingency) of the property as of the
date 6 months after the decedent’s death
(substituting, in the case of property dis-
tributed by the executor or trustee, or sold,
exchanged, or otherwlise disposed of, during
such 6-month period, the date thereof),

- - . L -
[Sec. 2032 as amended by sec. 101(a), Ex=
cise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat, 1836) ]

Par. 10, Section 20.2032-1 is amended
by revising paragraphs (a) (1), (a)(2),
(a)(3), (b, () (1), and (g) to read as
follows:

§ 20.2032-1 Alternate valuation.

(a) Ingeneral. * * *

(1) Any property distributed, sold, ex-
changed, or otherwise disposed of within
6 months (1 year, if the decedent died on
or before December 31, 1970) after the
decedent’s death is valued as of the date
on which it is first distributed, sold, ex-
changed, or otherwise disposed of;

(2) Any property not distributed, sold,
exchanged, or otherwise disposed of

within 6 months (1 year, if the decedent
died on or before December 31, 1970)
after the decedent’s death is valued as of
the date 6 months (1 year, if the decedent
died on or before December 31, 1970)
after the date of the decedent’s death:

(3) Any property, interest, or estate
which is affected by mere lapse of time
is valued as of the date of the decedent’s
death, but adjusted for any difference
in its value not due to mere lapse of
time as of the date 6 months (1 year,
if the decedent died on or before Decem-
ber 31, 1970) after the decedent’s death,
or as of the date of its distribution, sale,
exchange, or other disposition, which-
ever date first occurs. ’

(b) Method and effect of election. (1)
While it is the purpose of section 2032 to
permit a reduction in the amount of tax
that would otherwise be payable if the
gross estate has suffered a shrinkage in
its aggregate value in the 6 months (1
year, if the decedent died on or before
December 31, 1970) following the dece-
dent’s death, the alternate valuation
method is not automatic but must be
elected. Purthermore, the alternate valu-
ation method may be elected whether or
not there has been a shrinkage in the
aggregate value of the estate. However,
the election is not effective for any pur-
pose unless the value of the gross estate
at the time of the decedent’s death ex-
ceeded $60,000, so that an estate tax re-
2\3111; is required to be filed under section

(2) If the alternate valuation method
under section 2032 is to be used, section
2032(c) requires that the executor must
so elect on the estate tax return required
under section 6018, filed within 9 months
(15 months, if the decedent died on or
before December 31, 1970) from the
date of the decedent’s death or within
the period of any extension of time
granfed by the district director under
section 6081. In no case may the election
be exercised, or a previous election
changed, after the expiration of such
time. If the election is made, it applies 0
all the property included in the gross
estate, and cannot be applied to only &
portion of the property.

L - * » ’

(f) Mere lapse of time. * * *

(1) Life estates, remainders, and sim-
ilar interests. The values of life estalcs
remainders, and similar interests are 10
be obtained by applying the me}hods pI f‘:
seribed in § 20.2031-7, using (1) the age
of each person, the duration of whose ln_ez_
may affect the value of the interest, as ot
the date of the decedent’s death, and (1
the value of the property as of the alter”
nate date. For example, assume that t°
decedent or his estate was entitled 10
receive property upon the death of {yi
elder brother who was entitled to recev’
the income therefrom for life. At the da'®
of the decedent’s death, the property Was
worth $50,000 and the elder brother Wi0
31 years old. The value of the decea_onlfl‘_;
remainder interest at the date 0% 2
death would, as explained in pa!‘af_ﬂlo-‘-[‘)‘o
(d) of §20.2031-7, be $14,466 (550077
%0.28932) . If, because of econonmic }Q}‘e
ditions, the property declined in vail
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and was worth only $40,000, 6 months (1
year if the decedent died on or before
December 31, 1970) after the date of the
decedent’s death, the value of the re-
mainder interest as of the alternate date
would be $11,572.80 ($40,000 <0.28932),
even though the elder brother may be 32
years old on the alternate date.

. * . * *

(g) Effect of election on deductions. If
the executor elects the alternate valua-
tion method under section 2032, any
deduction for administration expenses
under secfion 2053(b) (pertaining to
property not subject to claims) or losses
under section 2054 (or section 2106(a)
(1), relating to estates of nonresidents
not citizens) is allowed only to the extent
that it is not otherwise in effect allowed
in determining the value of the gross
estate. Furthermore, the amount of any
charitable deduction under section 2055
(or section 2106(a) (2), relating to the
estates of nonresidents not citizens) or
the amount of any marital deduction un-
der section 2056 is determined by the
value of the property with respect to
which the deduction is allowed as of the
date of the decedent’s death, adjusted,
however, for any difference in its value
as of the date 6 months (1 year, if the
decedent died on or before December 31,
1970) after death, or as of the date of
its distribution, sale, exchange, or other
disposition, whicheyer first occurs. How-
ever, no such adjustment may take into
account any differenee in value due to
lapse of time or to the occurrence or
nonoceurrence of a contingency.

Par, 11. Section 20.2053-1 is amended
l_)y“revising paragraph (c) (2) to read as
follows:

§20.2053-1 Deduetions for expenses,
indebtedness, and taxes; in general.
* . £ Ll -

(¢) Provision applicable to first cate-
goryonly. * * *

(2) Amounts paid, out of property not
subject to claims against the decedent’s
Estate, within 9 months (15 months in
mg case of the estate of a decedent dying
beA‘OI'e January 1, 1971) affer the de-
Cedent’s death (the period within which
the estate tax return must be’filed under
Section 6075) , or within any extension of
time for filing the return granted under
section 6081,

s . - * -

» ?Agt. 12. Section 20.2055 is amended by
Ievising section 2055(a) (2) and (3), by
cvising section 2055(b) (2) (C), by re-
Vising section 2055(e), and by revising
“ie historical note. These revised Provi-
slons read as follows:
§20.2055
fl’r!

Statutory provisions; trans-
for publie, charitable, and reli-

gious uses,

G"SE(n 2055. Transfers for publie, charitable,
.-fl"r('lzg:ous uses—(a) In general. * * *

m!':v)v_’”fo or for the use of any corporation
o oanized and operated exclusively for reli-
e ’«"lharltable, sclentific, literary, or edu-
= m-' burposes, ineluding the encourage-
o C : lm At and the prevention of cruelty
em:-) lc{ren Or animals, no part of the net
HDgs of which Insures to the benefit of
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any private stockholder or individual, no
substantial part of the activities of which
is carrying on propaganda, or otherwise at-
tempting, to influence legislation, and which
does not participate in, or intervene in (in-
cluding the publishing or distributing of
statements), any political campaign on be-
half of any candidate for public office;

(3) To a trustee or trustees, or a fraternal
society, order, or association operating under
the lodge system, but only if such contribu-
tions or gifts are to be used by such trustee
or trustees, or by such fraternal society, or-
der, or association, exclusively for religious,
charitable, scientific, literary, or educational
purposes, or for the prevention of cruelty to
children or animals, no substantial part of
the activities of such trustee or trustees, or
of such fraternal society, order, or associa-
tion, is carrying on propaganda, or otherwise
attempting, to influence legislation, and such
trustee or trustees, or such fraternal society,
order, or association, does not participate in,
or intervene in (including the publishing
or distributing of statements), any political
campaign on behalf of any candidate for
public office; or

- - - - -

(b) Powers of appointment * * *

(2) Special rule for certain bequests sub-
jeet to power of appoiniment. * * *

(C) Such surviving spouse by affidavit ex-
ecuted within 6 months after the death of
the decedent specifies the organizations de-
scribed in subsection (a)(2) in faver of
which he intends to exercise the power of
appointment and indicates the amount or
proportion each such organization is to re-
ceive; and

(e) Disallowance of deductions in certain
cases. (1) No deduction shall be allowed un-
der this sectlon for a transfer to or for the
use of an organization or trust described in
section 508(d) or 4948(c) (4) subject to the
conditions specified in such sections.

(2) Where an Interest in property (other
than a remainder Interest in a personal resi-
dence or farm or an undivided portion of the
decedent’s entire interest in property) passes
or has passed from the decedent to a per-
son, or for a use, described in subsection (a),
and an interest (other than an interest which
is extinguished upon the decedent’s death)
in the same property passes or has passed
(for less than an adequate and ful] consider-
ation in money or money's worth) from the
decedent to a person, or for a use, not de-
scribed in subsection (a), no deduction shall
be allowed under this section for the interest
which passes or has passed to the person,
or for the use, described In subsection (a)
unless—

(A) In the case of a remainder interest,
such interest is in a trust which is a chari-
table remainder annuity trust or a charitable
remainder unitrust (described in section
664) or a pooled income fund (described in
section 642(c) (5)), or

(B) In the case of any other interest, such
interest Is in the form of a guaranteed an-
nuity or is a fixed percentage distributed
yearly of the fair market value of the prop-
erty (to be determined yearly).

. - * * »
[Sec. 2055 as amended by sec. 1, Act of Aug. 6,
1956 (Pub. Law 1011, 84th Cong, 70 Stat.
1075); sec. 30(d), Technical Amendments
Act 1958 (72 Stat. 1631); sec. 201(d), Tax
Reform Act 1969 (83 Stat. 560); sec. 101(c),
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1836) |

Par. 13, Section 20.2055-2 is amended
by revising paragraph (c) (1) to read as
follows:
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§ 20.2055-2 Transfers not exclusively
for charitable purposes.

- - - - -

(¢) Disclaimers. * * *

(1) A disclaimer of a bequest, devise,
transfer, or power, if (i) the disclaimer
is made within 9 months (15 months,
if the decendent died on or before De-
cember 31, 1970) after the decendent's
death (the period of time within which
the estate tax return must be filed under
section 6075) or within any extension of
time for filing the return granted pur-
suant to section 6081, and (ii) the dis-
claimer is irrevocable at the time the
deduction is allowed, or

Par. 14, Section 20.2204 is amended fo
read as follows:

§20.2204 Statutory provisions; dis-
charge of fiduciary from personal
liability.

(a) Section 2204 as amended by section
101(d) of the Excise, Estate, and Gift Tax
Adjustment Act of 1970:

SEec. 2204. Discharge of fiduciary from per-
sonal liability—(a) General rule. If the ex-
ecutor makes written application to the Sec-
retary or his delegate for determination of
the amount of the tax and discharge from
personal liability therefor, the Secretary
or his delegate (as soon as possible, and in
any event within I year after the making of
such application, or, if the application is
made before the return is filed then within
1 year after the return is filed, but not after
the expiration of the period prescribed for
the assessment of the tax In section 6501)
shall notify the executor of the amount of
the tax. The executor, on payment of the
amount of which he is notified (other than
any amount the time for payment of which
is extended under section 6161, 6163, or 6166),
and on furnishing any bond which may
required for any amount for which the time
for payment is extended, shall be discharged
from personal liability for any deficiency in
tax thereafter found to be due and shall be
entitled to a receipt or writing showing such
discharge. 5

(b) Fiduciary other than the executor, If
a fiduciary (not Including a fiduclary in re-
spect of the estate of a nonresident dece-
dent) other than the executor makes written
application to the Secretary or his delegate
for determination of the amount of any es-
tate tax for which the fiduciary may be per-
sonally liable, and for discharge from per-
sonal liability therefor, the Secretary or his
delegate upon the discharge of the executor
from personal lability under subsection (a),
or upon the expiration of 6 months after the
making of such application by the fiduciary,
if later, shall notify the fiduciary (1) of the
amount of such tax for which it has been de-
termined the fiduelary is liable, or (2) that it
has been Cetermined that the fiduciary is
not liable for any such tax. Such application
shall be accompanied by a copy of the in-
strument, if any, under which such fiduciary
is acting, a description of the property held
by the fiduciary, and such other Information
for purposes of carrying out the provisions
of this section as the Secretary or hiis dele-
gate may require by regulations. On pay-
ment of the amount of such tax for which
it has been determined the fiduclary is lia-
ble (other than any amount the time for
payment of which has not been extended
under section 6161, 6163, or 6168), and on
furnishing any bond which may be required
for any amount for which the time for pay-
ment has been extended, or on receipt by him
of notification of a determination that he is
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not liable for any such tax, the fiduciary
shall be discharged from personal Hability for
any deficiency in such tax thereafter found
to be due and shall be entitled to a receipt
or writing evidencing such discharge.

[Sec. 2204 as amended by sec. 101(d), Excise,
Estate, and Gift Tax Adjustment Act 1970
(84 Stat. 1836) |

(b) Section 101(f) of the Excise, Estate,
and Gift Tax Adjustment Act of 1970:

(f) Reduction of Period for Discharge of
Executor from Personal Liability—Effective
with respect to the estates of decedents dying
after December 31, 1973, sections 2204 and
6905 are each amended by striking out “1
year” and inserting in lieu thereof 9
months”,

[Sec. 101(f), Excise, Estate, and Gift Tax
Adjustment Act 1970 (84 Stat. 1838) |

Par. 15. Section 20.2204-1 is amended
to read as follows:

§ 20.2204-1 Discharge of executor from
personal liability.

(a) General rule. The executor of a
decedent’s estate may make written ap-
plication to the applicable internal reve-
nue officer with whom the estate tax re-
turn is required to be filed, as provided
in § 20.6091-1, for a determination of the
Federal estate tax and for a discharge of
personal liability therefrom. Within 9
months (1 year with respect to the estate
of a decedent dying before January 1,
1974) after receipt of the application, or
if the application is made before the re-
turn is filed then within 9 months (1 year
with respect to the estate of a decedent
dying before January 1, 1974) after the
return is filed, the executor will be noti-
fied of the amount of the tax and, upon
payment thereof, he will be discharged
from personal liability for any deficiency
in the tax thereafter found to be due.
If no such notification is received, the
executor is discharged at the end of such
9 month (1 year if applicable) period
from personal liability for any deficiency
thereafter found to be due. The dis-
charge of the executor from personal li~
ability under this section applies only to
him in his personal capacity and to his
personal assets. The discharge is not ap-
plicable to his liability as executor to the
extent of the assets of the estate in his
possession or control. Further, the dis-
charge is not to operate as a release of
any part of the gross estate from the lien
for estate tax for any deficiency that may
thereafter be determined to be due.

(b) Special rule in the case of exten-
sion of time for payment of taz. In addi-
tion to the provisions of paragraph (a)
of this section, an executor of the estate
of a decedent dying after December 31,
1970, may make written application to
be discharged from personal lability for
the amount of Federal estate tax for
which the time for payment has been
extended under section 6161, 6163, or
6166. In such a case, the executor will be
notified of the amount of bond, if any, to
be furnished within 9 months (1 year
with respect to the estate of a decedent
dying before January 1, 1974) after re-
ceipt of the application, or, if the appli-
cation is made before the return is filed,
within 9 months (1 year with respect to
the estate of a decedent dying before
January 1, 1974) after the return is filed.

RULES AND REGULATIONS

The amount of any bond required under
the provisions of this paragraph shall not
exceed the amount of tax the payment
of which has been extended. Upon fur-
nishing the bond in the form required
under § 301.7101-1 of this chapter (Reg-
ulations on Procedure and Administra-
tion), or upon receipt of the notification
that no bond is required, the executor
will be discharged from personal liability
for the tax the payment of which has
been extended. If no notification is re-
ceived, the executor is discharged at the
end of such 9 month period (or 1 year
period if applicable) from personal li-
ability for the tax the payment of which
has been extended.

Par. 16. The following section is in-
serted immediately before § 20.2205:

§ 20.2204-2 Discharge of fiduciary
other than executor from personal
liability.

(a) A fiduciary (not including a fidu-
clary of the estate of a nonresident de-
cedent), other than the executor, who
as a fiduciary holds, or has held at any
time since the decedent’s death, prop-
erty transferred to the fiduciary from a
decedent dying after December 31, 1970,
or his estate, may make written appli-
cation to the applicable internal reve-
nue officer with whom the estate tax re-
turn is required to be filed, as provided
in § 20.6091-1, for a determination of the
Federal estate tax liability with respect
to such property and for a discharge of
personal liability therefrom. The appli-
cation must be accompanied by a copy
of the instrument, if any, under which
the fiduciary is acting, a description of
all the property transferred to the
fiduciary from the decedent or his estate,
and any other information that would
be relevant to a determination of the
fiduciary’s tax liability.

(b) Upon the discharge of the execu-
tor from personal liability under
§ 20.2204-1, or, if later, within 6 months
after the receipt of the application filed
by a fiduciary pursuant to the provisions
of paragraph (a) of this section, such
fiduciary will be notified either (1) of
the amount of tax for which it has been
determined the fiduciary is liable, or (2)
that it has been determined that the
fiduciary is not liable for any such tax.
The fiduciary will also be notified of the
amount of bond, if any, to be furnished
for any Federal estate tax for which the
time for payment has been extended un-
der section 6161, 6163, or 6166. The
amount of any bond required under the
provisions of this paragraph shall not
exceed the amount of tax the payment
of which has been so extended. Upon
payment of the amount for which it has
been determined the fiduciary is liable,
and upon furnishing any bond required
under this paragraph in the form speci-
fied under § 301.7101-1 of this chapter
(Regulations on Procedure and Admin-
istration), or upon receipt by the fidu-
ciary of notification of a determination
that he is not liable for such tax or that
a bond is not required, the fiduciary will
be discharged from personal liability for
any deficiency in the tax thereafter
found to be due, If no such notification

is received, the fiduciary is discharged
at the end of such 6 months (or upon
discharge of the executor, if later) from
personal liability for any deficiency
thereafter found to be due. The dis-
charge of the fiduciary from personal
liability under this section applies only
to him in his personal capacity and to
his personal assets. The discharge is not
applicable to his liability as a fiduciary
(such as a trustee) to the extent of the
assets of the estate in his possession or
control. Further, the discharge is not
to operate as a release of any part of
the gross estate from the lien for estate
tax for any deficiency that may there-
after be determined to be due.

Par. 17. Section 20.6001-1 is amended
by revising paragraph (b) to read as
follows:

§20.6001-1 Persons required to keep
records and render statements,
L * - * * L

(b) In addition to filing an estate tax
return (see § 20.6018-1) and, if applica-
ble, a preliminary notice (see § 20.6036-
1), the executor shall furnish such
supplemental data as may be necessary
to establish the correct estate tax. It is
therefore the duty of the executor (1)
to furnish, upon request, copies of any
documents in his possession (or on file
in any court having jurisdiction over the
estate) relating to the estate, appraisal
lists of any items included in the gross
estate, copies of balance sheets or other
financial statements obtainable by him
relating to the value of stock, and any
other information obtainable by him
that may be found necessary in the
determination of the tax, and (2) fo
render any written statement, contain-
ing a declaration that it is made under
penalties of perjury, of facts within his
knowledge which the district director
may require for the purpose of defer-
mining whether a tax liability exists
and, if so, the extent thereof. Failure to
comply with such a request will render
the executor liable to penalties (see séc-
tion 7269), and proceedings may be in-
stituted in the proper court of the Unit'ed
States to secure compliance therewith
(see section 7604) .

* - - = *

Pan. 18, Section 20.6011-1 is amended
by revising paragraph (h) to read as
follows:

§ 20.6011-1 “General requirement of re-
turn, statement, or list.
- Ll -

(b) Use of prescribed forms. Copies Oé
the forms prescribed by §§ 20.6018-1 an
20.6036-1 may be obtained from district
directors. The fact that an executor has
not been furnished with copies of these
forms will not excuse him from making &
return or, if applicable, from filing &
preliminary notice. Application _fo{ a
form shall be made to the district dlrectq;
in ample time for the executor to 1;’1?‘d
the form prepared, verified, and t’_e
with the appropriate internal rcxe}gh
office on or before the date pl‘es(‘f: A
for the filing thereof (see §§ 20.6011—‘
and 20.6075-1). The executor shall caré

. *
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fully prepare the return and, if appli-
cable, the preliminary notice so as to set
forth fully and clearly the data called for
therein. A return or, if applicable, a
preliminary notice which has not been
so prepared will not be accepted as meet-
ing the requirements of §§ 20.6018-1
through 20.6018-4, and § 20.6036-1.

Par. 19. Section 20.6018-3 is amended
by revising paragraph (c) (6) to read as
follows:

§20.6018-3 Returns; contents of re-
turn.
* * - - =

(¢c) Provisions applicable to returns
described in paragraphs (a) and (b) of
this section, * * *

(6) If, pursuant to section 2032, the
executor elects to have the estate valued
at a date or dates subsequent to the time
of the decedent’s death, there must be set
forth on the return: (i) An itemized
description of all property included in
the gross estate on the date of the
decedent’s death, together with the value
of each item as of that date; (ii) an
itemized disclosure of all distributions,
sales, exchanges, and other dispositions
of any property during the 6 month (1
year, if the decedent died on or before
December 31, 1970) period after the date
of the decedent’s death, together with the
dates thereof; and (iii) the value of each
item of property in accordance with the
provisions of section 2032 (see § 20.-
2032-1). Interest and rents accrued at
the date of the decedent’s death and
dividends declared to stockholders of rec-
ord on or before the date of the decedent’s
death and not collected at that date are"
to be shown separately. (See also para-
graph (e) of § 20.6018-4 with respect to
documents required to be filed with the
return.)

* . - * *

Par. 20. Section 20.6018-4 is amended
?yu revising paragraph (e) to read as
ollows:

§20.6018—4 Returns; documents to ac-
company the return.
* * ] * *

(e) If, pursuant to section 2032, the
executor eleets to have the estate valued
at a date or dates subsequent to the time
qf the decedent’s death, the executor
shall file with the return evidence in sup-
bort of any statements made by him in
the return as to distributions, sales, ex-
changes, or other dispositions of prop-
e‘rt_v during the 6 month (1 yvear, if the
decedent died on or before December 31,
1970) period which followed the dece-
dent's death, If the court having juris-
diction over the estate makes an order
Or decree of distribution during that pe-
Tiod, a certified copy thereof must be sub-
{itted as part of the evidence. The dis-
trict director, or the director of a service
tenter, may require the submission of
such additional evidence as is deemed
hecessary,

*
- -

* *
Par. 21. Section 20.6036-1 is amended
% read as follows:
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§ 20.6036—-1 Notice of qualification as
executor of estate of decedent dying
before 1971.

(a) Preliminary notice. With respect
to the estate of a decedent dying before
January 1, 1971, a preliminary notice is
required to be filed on Form 704 in the
case of every citizen or resident of the
United States whose gross estate ex-
ceeded $60,000 in value at the date of
death, and on Form 705 in the case of
every nonresident who is not a citizen
if that part of his gross estate which was
situated in the United States (see
§ 20.2104-1) exceeded $2,000 in value at
the date of death. The value of the gross
estate at the date of death governs with
respect to the filing of the notice regard-
less of whether the value of the gross
estate is, at the executor’s election, finally
determined as of a date subsequent to the
date of death pursuant to the provisions
of section 2032, If there is doubt as to
whether the gross estate exceeds $60,000
or $2,000, as the case may be, the notice
shall be filed as a matter of precaution
in order to avoid the possibility of penal-
ties attaching. The primary purpose of
the notice is to advise the Internal Reve-
nue Service of the existence of taxable
estates, and filing shall not be delayed
beyond the period provided for in
§ 20.6071-1 merely because of uncertainty
as to the exact value of the assets. The
estimate of the gross estate called for by
the notice shall be the best approxima-
tion of value which can be made within
the time allowed. Duplicate copies of the
preliminary notice are not required to be
filed. For criminal penalties for failure to
file a notice and filing a false or fraudu-
lent notice, see sections 7203, 7207, and
7269. See § 20.6091-1 for the place for fil-
ing the notice. See §20.6071-1 for the
time for filing the notice.

(b) Persons required to file. In the
case of an estate of a citizen or resident
of the United States described in para-
graph (a) of this section, the prelimi-
nary notice must be filed by the duly
qualified executor or administrator, or
if none qualifies within two months after
the decedent’s death, by every person in
actual or constructive possession of any
property of the decedent at or after the
time of the decedent’s death. The signa-
ture of one executor or administrator on
the preliminary notice is sufficient. In
the case of a nonresident not a citizen,
the notice must be filed by every duly
qualified executor or administrator
within the United States, or if none
qualifies within two months after the de-
cedent’s death, by every person in actual
or constructive possession of any prop-
erty of the decedent at or after the time
of the decedent's death.

PaR. 22. The following new section is
added immediately before § 20.6061:

§ 20.6036-2 Notice of -qualification as
executor of estate of decedent dying
after 1970.

In the case of the estate of a decedent
dying after December 31, 1970, no special
notice of qualification as executor of an
estate is required to be filed, The require-
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ment of section 6036 for notification of
qualification as executor of an estate
shall be satisfied by the filing of the
estate tax return required by section
6018 and the regulations thereunder.

Par. 23. Section 20.6071-1 is amended
to read as follows:

§ 20.6071-1 Time for filing preliminary
notice required by § 20.6036-1.

In the case of the estate of a decedent
dying before January 1, 1971, if a duly
qualified executor or administrator of
the estate of such a decedent who was
a resident or a citizen of the United
States qualifies within two months after
a decedent’s death, or if a duly qualified
executor or administrator of the estate
of such a decedent who was a nonresi-
dent not a citizen qualifies within the
United States within two months after
the decedent’s death, the preliminary
notice required by § 20.6036-1 must be
filed within two months after his quali-
fication. If no such executor or adminis-
trator qualifies within that period, the
preliminary notice must be filed within
fwo months of the decedent’s death.

Par. 24. Section 20.6075 is amended by
revising section 6075(a) and adding a
historical note. These revised and added
provisions read as follows:

§ 20.6075 Statutory provisions; time for
filing estate tax return.

Sec. 6075. Time for filing estate and gift
tax returns—(a) Estate taz returns. Returns
made under section 6018(a) (relating to
estate taxes) shall be filed within 9 months
after the date of the decedent’s death.

- - L - -
[Sec. 6075 as amended by sec. 101 (b), Excise,
Estate, and Gift Tax Adjustment Act 1970
(84 Stat. 1836) ]

Par. 25. Section 20.6075-1 is amended
to read as follows:

§ 20.6075-1 Returns; time for filing
estate lax return.

The estate tax return required by sec-
tion 6018 must be filed on or before the
due date. The due date is the date on or
before which the return is required to
be filed in accordance with the provi-
sions of section 6075(a) or the last day
of the period covered by an extension of
time granted by the district director or
the director of a service center as pro-
vided in § 20.6081-1. The due date, with
respect to a decedent dying after De-
cember 31, 1970, is, unless an extension
of time for filing has been granted, the
day of the ninth calendar month after
the decedent’s death numerically corre-
sponding to the day of the calendar
month on which death occurred, except
that, if there is no numerically corre-
sponding day in such ninth month, the
last day of the ninth month is the due
date. For example, if the decedent dies
on July 31, 1972, the estate tax return
and tax payment must be made on or
before April 30, 1973. The due date, with
respect to a decedent dying before Janu-
ary 1, 1971, is, unless an extension of
time for filing has been granted, the day
of the fifteenth calendar month after the
decedent’s death numerically correspond-

29, 1972




28722

ing to the day of the calendar month on
which death occurred, except that, if
there is no numerically corresponding
day in such fifteenth month, the last day
of the fifteenth month is the due date.
When the due date falls on Saturday,
Sunday, or a legal holiday, the due date
for filing the return is the next succeed-
ing day which is not Saturday, Sunday, or
a legal holiday. For definition of a legal
holiday, see section 7503 and § 301.7503-1
of this chapter (Regulations on Proce-
dure and Administration). As to addi-
tions to the tax in the case of failure to
file the return or pay the tax within the
preseribed time, see section 6651 and
§ 301.6651-1 of this chapter (Regulations
on Procedure and Administration). For
rules with respect to the right to elect
to have the property valued as of a date
or dates subsequent to the decedent’s
death, see §20.2032-1, and section 7502
and § 301.7502-1 of this chapter (Regula-
tions on Procedure and Administration).

Par. 26. Section 20.6081-1 is amended
by revising paragraphs (a) and (b) to
read as follows:

§ 20.6081-1 Extension of time for filing
the return.

(a) In case it is impossible or imprac-
ticable for the executor to file a reason-
ably complete return within 9 months
(15 months in the case of a decedent
dying before January 1, 1971) from the
date of death, the district director or
the director of a service cenfer may, upon
a showing of good and sufficient cause,
grant a reasonable extension of time for
filing the return required by section 6018.
Unless the executor is abroad, the exten-
sion may not be for more than six months
from the date for filing provided by sec-
tion 6075(a). Therefore, unless the ex-
ecutor is abroad, the due date for filing
the return under any extension granted
by a district director or a director of a
service center may not be later than 15
months (21 months in the case of a de-
cedent dying before January 1, 1971)
from the date of the decedent's death.
The extension may, of course, be for a
lesser period of time.

(b) Except as provided in paragraph
(b) of § 301.6091-1 of this chapter (Reg-
ulations on Procedure and Administra-
tion), relating to hand-carried docu-
ments, such application shall be made to
the internal revenue officer with whom
the estate tax return is required to be
filed and must contain a full recital of
the causes for the delay. It should be
made before the expiration of the time
within which the return otherwise must
be filed and failure to do so may indicate
negligence and constitute sufficient cause
for denial, It should, where possible, be
made sufficiently early to permit the in-
ternal revenue officer to consider the
matter and reply before what otherwise
would be the due date of the return.

- - - - .

Par. 27. Section 20.6091 is amended by
revising section 6091(b) (3), by redesig-

nating section 6091 (b) (4) as section 6091
(b) (5), by revising section 6091(b) (5),
by adding a new paragraph (4) immedi-
ately after section 6091(b)(3), and by
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adding a historical note. These revised,
redesignated and added provisions read
as follows:

§20.6091 Statutory provisions; place
for filing returns or other documents.

Sec. 6091, Place for filing returns or other
documents * * *

(b) Tax returns.* * *

(8) Estate taz returns—(A) General rule.
Except as provided in subparagraph (B), re-
turns-of estate tax required under section
6018 shall be made to the Secretary or his
delegate—

(i) In the internal revenue district in
which was the domicile of the decedent at
the time of his death, or

(1i) At a service center serving the internal
revenue district referred to in clause (i),
as the Secretary or his delegate may by regu-
lations designate:

(B) Ezception. I the domicile of the dece-
dent was not in an internal revenue district,
or if he had no domicile, the estate tax
return required under section 6018 shall be
made at such place as the Secretary or his
delegate may by regulations designate.

(4) Hand-carried returns. Notwithstanding
paragraph * * * (3), a return to which para-
graph * * * (3) (A) would apply, but for this
paragraph, which is made to the Secretary
or his delegate by hand-carrying shall, under
regulations preseribed by the Secretary or
his delegate, be made in the internal revenue
district referred to in paragraph * * * (3)
(A)(1) ==~

(5) Ezceptional cases. Notwithstanding

paragraph * * * (3), or (4) of this subsec-
tion, the Secretary or his delegate may per-
mit a return to be filed in any internal reve-
nue district, and may require the return of
any officer or employee of the Treasury De-
partment to be filed in any internal revenue
district selected by the Secretary or his dele-
gate.
[Sec. 6091 as amended by sec. 1(a), Act of
Nov. 2, 1966 (Public Law 89-713, 80 Stat.
1107); sec. 101(i) (1), Excise, Estate, and Gift
Tax Adjustment Act 1970 (84 Stat. 1838) ]

Par. 28, Section 20.6091-1 is amended
to read as follows:

§ 20.6091-1 Place for filing returns or
other documents. ;

(a) General rule. If the decedent was
domiciled -in the United States at the
time of his death, the preliminary notice
required by § 20.6036-1 in the case of
the estate of a decedent dying before
January 1, 1971, and the estate tax re-
tu'?l: required by § 20.6018-1 shall be filed
with:

(1) The service center serving the dis-
trict in which the decedent was domi-
ciled at the time of his death, if the in-
structions applicable to the estate tax re-

turn provide that the return shall be filed

with a service center, or

(2) The district director in whose dis-
trict the decedent was domiciled at the
time of his death, if subparagraph (1)
of this paragraph does not apply.

Subparagraph (1) of this paragraph does
not apply if the return is made by hand-
carrying or if the instructions applicable
to the preliminary notice or to the return
do not provide that it shall be filed with
a service center.

(b) Non-U.S. domiciliaries. If the de-
cedent was not domiciled in the United
States at the time of his death, the pre-
liminary notice required by § 20.6036-1
in the case of the estate of a decedent

dying before January 1, 1971, and the
estate tax return required by § 20.6018-
shall be filed with the Director of Inter-
national Operations, Internal Revenue
Service, Washington, D.C. 20225. This
paragraph applies whether or nof the de-
cedent was a citizen of the United States
and whether or not the return is made
by hand-carrying.

Par, 29. Section 20.6161 is amended by
revising section 6161(a) (1), by revising
so much of section 6161(b) as follows
paragraph (1), and by revising the his-
torical note. These revised provisions
read as follows:

§ 20.6161 Statutory provisions: exten
sion of time for paying tax.

Sgc. 6161. Extension of time for paying
tax—(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 pay-
ment of the amount of the tax shown, or re-
quired to be shown, on any return or decla-
ration required under authority of this title
(or any installment thereof}, for a reason-
able period not to exceed 6 months (12
months in the case of estate tax) from the
date fixed for payment thereof. Such exten-
sion may exceed 6 months In the case of &
taxpayer who i5 abroad.

- - - - .

(b) Amount determined as deficiency.” * *

(2) In the case of a tax imposed by chep-
ter 11, for a perfod not to exceed 4 years
from the date otherwise fixed for payment
of the deficiency.

An extension under this subsection may be
granted only where 1t is shown to the satis-
faction of the Secretary or his delegate that
the payment of a deficiency upon the daie
fixed for the payment thereof will result in
undue hardship to the taxpayer in the case
of a tax imposed by chapter 1 or 42, to the
estate in the case of a tax Imposed by chap-
ter 11, or to the donor. in the case of a tax
imposed by chapter 12, No extension shall be
granted if the deficiency 1s due to negligence,
to intentional disregard of rules and regula-
tions, or to fraud with Intent to evade tax

[Sec. 6161 as amended by sec. 206(c), Small
Business Tax Revision Act 1958 (72 Stat.
1684); sec. 101(j), Tax Reform Act 1969 (83
Stat. 530); sec. 101(h), Excise, Estate, and
Gift Tax Adjustment Act 1970 (84 Stat.
1838) ]

Par. 30. Section 20.6161-1 is amended
to read as follows:

§ 20.6161-1 Extension of time for pay-
ing tax shown on return.

(a) Basis for granting an extension of
time—(1) Reasonable cause. Wwith re-
spect to the estate of & decedent dying
after December 31, 1970, an extension 0/
time beyond the due date to pay any pa’
of the tax shown on the estate tax re-
turn may be granted for 2 rcasonul'{.'f
period of time, not to exceed 12 n.alom:.:
by the district director or the diréCi
of a service center, at the request of T
executor, if an examination of all Ll:t
facts and circumstances discloses lllh;g
such request is based upon reas e
cause. (See paragraph (b) of this secto?
for rules relating to application for €*”
tension.) The following examples L™
trate cases involying reasonable Cm.l',\-t
for granting an extension of time pur-
suant to this paragraph:
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Erample (1). An estate includes sufficient
lquid assets to pay the estate tax when
otherwise due. The liquid assets, however, are
located in several jurisdictions and are not
immediately subject to the control of the
executor, Consequently, such assets cannot
readily be marshaled by the executor, even
with the exercise of due diligence.

Ezample (2). An estate is comprised in
substantial part of assets consisting of rights
to receive payments in the future (ie., an-
nuities, copyright royalties, contingent fees,
or accounts receivable). These assets provide
insufiicient present cash with which to pay
the estate tax when otherwise due and the
estate cannot borrow against these assets
except upon terms which would Inflict loss
upon the estate.

Erample (3). An estate includes a claim to
substantial assets which cannot be collected
without litigation. Consequently, the size of
the gross estate is unascertainable as of the
time the tax is otherwise due.

Ezxample (4). An estate does not have suf-
ficlent funds (without borrowing at a rate
of interest higher than that generally avail-
able) with which to pay the entire estate tax
when otherwise due, to provide a reasonable
sllowance during the remaining period of
sdministration of the estate for the de-
cedent’s widow and dependent children, and
to satisfy claims against the estate that are
due and payable. Furthermore, the executor
has made a reasonable effort to convert
assets In his possession (other than an inter-
est in a closely held business to which sec-
tion 6166 applies) into cash,

Ezample (§). Payment of a portion of the
estate tax shown on the estate tax return
would Impose an undue hardship upon the
estate for purposes of subparagraph (2) of
this paragraph but the application for an
extension of time for paying such portion is
limited to a request for an extension under
section 6161(a) (1) on the basis of reasonable
cause. In such a case, the rate of Interest is
6 percent per annum purstant to the general
rule of §301.6601-1 of this chapter rather
than the 4 percent per annum rate of interest
on an underpayment in the case where the
lime for payment of estate tax is extended
under section 6161(a) (2) on the basis of
undue hardship, See paragraph (b) of this

section with respect to an application for
extension,

(2) Undue hardship — (i) General
rule. In any case where the district di-
rector finds that payment on the due date
of any part of the tax shown on the re-
turn, or payment of any part of an in-
stallment under section 6166 (including
any part of a deficiency prorated to an
Installment the date for payment of
Wwhich had not arrived) on the date fixed
for payment thereof, would impose undue
hardship upon the estate, he may extend
the time for bayment for a period or pe-.
nods not to exceed one year for any one
beriod and for all periods not to exceed
10 vears from the date prescribed in
Section 6151(a) for payment of the tax.
S¢e paragraph (a) of § 20.6151-1, Tn ad-

Etxon, if the district director finds that
Payment, upon notice and demand of any
bart of a deficiency prorated under the
Provisions of section 6166 to installments
rf;ve date for payment of which had ar-
B ¢d would impose undue hardship upon

. estate, he may extend the time for
Payment, for g similar period or periods.
Th';“ Deﬁ(tition of “undue hardship”.
S ef(tel)sxon provided under this sub-
shAagxaph on the basis of undue hard-
< P to the estate will not be granted
Don a general statement of hardship or
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merely upon a showing of reasonable
cause. The term “undue hardship”
means more than an inconvenience to
the estate. A sale of property at a price
equal to its current fair market value,
where a market exists, is not ordinarily
considered as resulting in an undue
hardship to the estate. The following
examples illustrate cases in which an
extension of time will be granted based
on undue hardship pursuant to this
paragraph:

Ezample (1). A farm (or other closely held
business) comprises a significant portion of
an estate, but the percentage requirements
of section 6166(a) (relating to an extension
where the estate includes a closely held busi-
ness) are not satisfied and, therefore, that
section does not apply. Sufficient funds for
the payment of the estate tax when other-
wise due are not readily available. The farm
(or closely held business) could be sold to
unrelated persons at a price equal to its fair
market value, but the executor seeks an ex-
tension of time to facilitate the raising of
funds from other sources for the payment
of the estate tax.

Example (2). The assets in the £ross
estate which must be liquidated to pay the
estate tax can only be sold at a sacrifice
price or in a depressed market if the tax is
to be paid when otherwise due.

(b) Application for extension. An ap-
plication containing a request for an ex-
tension of time for paying the tax shown
on the return shall be in writing, shall
state the period of the extension re-
quested, and shall include a declaration
that it is made under penalties of per-
jury. If the application is based upon
reasonable cause (see paragraph (a) (1)
of this section), a statement of such rea-
sonable cause shall be included in the
application. If the application is based
upon undue hardship to the estate (see
paragraph (a)(2) of this section), the
application shall include a statement ex-
plaining in detail the undue hardship to
the estate that would result if the re-
quested extension were refused. At the
option of the executor, an application
for an extension of time based upon
undue hardship may contain an alterna-
tive request for an extension based upon
reasonable cause if the application for
an extension based upon undue hardship
is denied. However, an application for
an extension of time based solely upon
reasonable cause will be treated as such
even though an examination of all the
facts and circumstances discloses that an
application for an extension of time
based upon undue hardship might have
been granted had such an application
therefor been made. If the application is
based solely on reasonable cause, it shall
be filed with the internal revenue officer
with whom the estate tax return is re-
quired to be filed under the provisions of
§ 20.6091-1(a) . If the application is based
on undue hardship (including an appli-
cation in which the executor makes an
alternative request for an extension
based on reasonable cause), it shall be
filed with the appropriate district direc-
tor referred to in paragraph (a)(2) of
§ 20.6091-1 whether or not the return is
to be filed with, or the tax is to be paid
to, such district director. An application,
for an extension of time, relating to the
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estate of a decedent who was not domi-
ciled in the United States at the time of
death, shall be filed with the Director of
International Operations, Internal Rev-
enue Service, Washington, D.C. 20225.
When received, the application will be
examined, and, if possible, within 30 days
will be denied, granted, or tentatively
granted subject to certain conditions of
which the executor will be notified. An
application for an extension of time for
payment of the tax, or of an installment
under section 6166 (including any part
of a deficiency prorated to an install-
ment the date for payment of which had
not arrived), will not be considered un-
less the extension is applied for on or
before the date fixed for payment of the
tax or installment. Similarly, an appli-
cation for such an extension of time for
payment of any part of a deficiency pro-
rated under the provisions of section
6166 to installments the date for pay-
ment of which had arrived, will not be
considered unless the extension is applied
for on or before the date prescribed for
payment of the deficiency as shown by
the notice and demand from the district
director. If the executor desires to obtain
an additional extension of time for pay-
ment of any part of the tax shown on the
return, or any part of an installment
under section 6166 (including any part of
a deficiency prorated to installment), it
must be applied for on or before the date
of the expiration of the previous exten-
sion. The granting of the extension of
time for paying the tax is discretionary
with the appropriate internal revenue
officer and his authority will be exercised
under such conditions as he may deem
advisable. However, if a request for an
extension of time for payment of estate
tax under this section is denied by a dis-
trict director or a director of a service
center, a written appeal may be made, by
registered or certified mail or hand de-
livery, to the regional commissioner with
authority over such district director or
service center director within 10 days
after the denial is mailed to the execu-
tor. The provisions of sections 7502 (re~
lating to timely mailing treated as timely
filing) and 7503 (relating to time for
performance of acts where the last day
falls on Saturday, Sunday, or a legal
holiday) apply in the case of appeals
filed under this paragraph. When re-
ceived, the appeal will be examined, and
if possible, within 30 days will be denied,
granted, or tentatively granted subject
to certain conditions of which the execu-
for will be notified. If, in the mistaken
belief that an estate satisfies the require-
ments of section 6166, the executor,
within the time prescribed in paragraph
(e) of §20.6166-1, files a notification of
election to pay estate tax in installments,
the notification of election to pay tax in
installments will be treated as a timely
filed application for an extension, under
section 6161, of time for payment of the
tax if the executor so requests, in writ-
ing, within a reasonable time after being
notified by the district director that the
estate does not satisfy the requirements
of section 6166. A request that the elec-
tion under section 6166 be treated as a
timely filed application for an extension
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under section 6161 must contain, or be
supported by the same information re-
quired by this paragraph with respect to
an application for such an extension.

(¢) Special rules—(1) Payment pursu-
ant to extension. The amount of the tax
for which an extension is granted, with
the additions thereto, shall be paid on or
before the expiration of the period of ex-
tension without the necessity of notice
and demand from the district director.

(2) Interest. The granting of an exten-
sion of the time for payment of the tax
will not relieve the estate from liability
for the payment of interest thereon dur-
ing the period of the extension. See sec-
tion 6601.

(3) Duty to file timely return. The
granting of an extension of time for pay-
ing the tax will not relieve the executor
from the duty of filing the return on
or before the date provided for in
§ 20.6075-1.

(4) Credit for taxes. An extension of
time to pay the tax may extend the
period within which State and foreign
death taxes allowed as a credit under
sections 2011 and 2014 are required to
be paid and the ‘credit therefor claimed.
See paragraph (¢) of §20.2011-1 and
§ 20.2014-6.

(d) Cross references. For provisions
requiring the furnishing of security for
the payment of the tax for which an ex-
tension is granted, see paragraph (a)
of § 20.6165-1. For provisions relating to
extensions of time for payment of tax
on the value of a reversionary or remain-
der interest in property, see § 20.6163-1.

Par. 31. Section 20.6163-1 is amended
by revising so much of paragraph (a) (2)
as follows subdivision (ii) to read as
follows:

§ 20.6163—1 Extension of time for pay-
ment of estate tax on value of rever-
ionary or r inder intcrest in
property.
(8) * * =
573 Nty slih

See paragraph (a)(2) (ii) of § 20.6161-1
for the meaning of the term ‘“undue
hardship”. An example of undue hard-
ship is a case where, by reason of the
time required to settle the complex is-
sues involved in a trust, the decedent’s
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 in the
manner provided in paragraph (b) of
§ 20.6161-1, 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 ex-
tension without the necessity of notice
and demand from the district director.

- L4 - - -

Par. 32. Section 20.6166-1 is amended
by revising paragraph (e) (2) to read as
follows:

§ 20.6166-1 Extension of time for pay-
ment of estate tax where estate con-

sists largely of interest in closely
held business.

- > - - -
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(e) Notice of election. * * *

(2) Form of notice, The notice of elec~
tion to pay the estate tax in installments
may be in the form of a letter addressed
to the district director. The executor
shall state in the notice the amount of
tax which he elects to pay in install-
ments, and the total number of install-
ments (including the installment due 9
months (15 months, in the case of a de-
cedent dying before January 1, 1971)
after the date of the decedent’s death) in
which he elects to pay the tax. The prop-
erties in the gross estate which constitute
the decedent’s interest in a closely held
business should be listed in the notice,
and identified by the schedule and item
number at which they appear on the es-
tate tax return. The notice should set
forth the facts which formed the basis
for the execufor’s conclusion that the
estate qualifies for the payment of the
estate tax in installments.

» - > - -

Par. 33 .Section 20.6314 is amended by
revising section 6314(c) (2) and by add-
ing a historical note. These revised and
added provisions read as follows:

§ 20.6314 Statutory provisions; receipt

for taxes.
Sec. 6314. Receipt for tazes.
- - . - -

(c) Cross references. * * *
(2) For receipt of discharge of fiduciary
from personal liability, see section 2204.

[Sec. 6314 as amended by sec. 101(d) (2),
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1837) ]

Pagr. 34. Section 20.6314-1 is amended
to read as follows:

§ 20.6314-1 Duplicate receipts for pay-
ment of estate taxes.

The internal revenue officer with whom
the estate tax return is filed will, upon
request, give to the person paying the
tax duplicate receipts, either of which
will be sufficient evidence of such pay-
ment and entitle the executor to be
credited with the amount by any court
having jurisdiction to audit or settle his
accounts.

Par. 35. Section 20.6324 is amended to
read as follows:

§ 20.6324 Statutory provisions: special
liens for estate and gift taxes.

Sec. 6324. Special liens for estate and gift
tazes—(a) Liens for estate tar. Except as
otherwise provided in subsection (¢)—

(1) Upon gross estate. Unless the estate
tax imposed by chapter 11.is sooner paid in

full, or becomes unenforceable by reason of ’

lapse of time, it shall be a lien upon the
gross estate of the decedent for 10 years from
the date of death, except that such part of
the gross estate as is used for the payment
of charges against the estate and expenses of
its administration, allowed by any court hav-
ing jurisdiction thereof, shall be divested of
such lien.

(2) Liability of transferees und others. If
the estate tax Imposed by chapter 11 is not
paid when due, then the spouse, transferee,
trustee (except the trustee of an employees'
trust which meets the requirements of sec-
tion 401(a)), surviving tenant, person in
possession of the property by reason of the
exercise, nonexercise, or release of a power of
appointment, or beneficiary, who receives, or

the decedent’s death,

the gross estate under
sections 2084 to 2042, inclusive, to the extent

.of the value, at the time of the decedent’s

death, of such property, shall be persoually
liable for such tax. Any part of such property
transferred by (or transferred by a trans-
feree of) such spouse, transferee, trustee,
surviving tenant, person in possession, or
beneficiary, to a purchaser or holder of a
security interest shall be divested of the lien
provided in paragraph (1) and a like lien
shall then attach to all the property of such
spouse, transferee, trustee, surviving tenant,
person in pessession, or beneficlary, or trans-
feree of any such person, except any part
transferred to a purchaser or & holder of a
security interest.

(8) Continuance after discharge of fiduci-
ary. The provisions of section 2204 (relating
to discharge of flduciary from personal lla-
bility) shall not operate as a release of any
part of the gross estate from the lien for any
deficiency that may thereafter be determined
to be due, unless such part of the gross estate
(or any interest therein) has been trans-
ferred to a purchaser or a holder of a security
interest, in which case such part (or such
interest) shall not be subject to a lien or
to any claim or demand for any such defi-
ciency, but the llen shall attach to the con-
sideration received from such purchaser or
holder of a security interest, by the helrs,
legatees, devisees, or distributees.

- L s - .

(c) Ezceptions. (1) The lien imposed by
subsection (a) or (b) shall not be valid as
against a mechanic’s lienor and, subject 0
the conditions provided by section 6323(D)
(relating to protection for certain interesis
even though noticed filed), shall not be
valid with respect to any lien or interest

.described in section 6323(b).

(2) Ir a lien imposed by subsection (a)
or (b) is not valid as against a llen or
security interest, the priority of such lien or
security interest shall extend to any item
described in section 6323(e) (relating o
priority of interest and expenses) to the ex-
tent that, under local law, such item has
the same priority as the lien or security inter-
est to which it relates.

[Sec. 6324 as amended by sec. 236 (b), (¢),
Rev. Act 1964 (78 Stat. 127, 128); sec. 710’2.
Federal Tax Lien Act 1966 (80 Stat. 1132):
sec. 101(d)(2), Excise, Estate, and Gitt
Tax Adjustment Act 1970 (84 Stat. 1837) |

Pan. 36. The following new sections
are inserted immediately before section
20.7101:

§ 20.6905 Statutory provisions:
charge of executor from personal lia-
bility for decedent’s income and gift
taxes.

(a) Section 6905 as added by gection 1121
(e) of the Excise, Estate, and Gift Tax Ad-
justment Act of 1970:

SEc. 6905. Discharge of execwtor [rom PeT
sonal liability jor decedent’s income and 917
tazes—(a) Discharge of Hability. In the &%
of liability of & decedent for taxes kml—‘oi‘__
by subtitle A'or by chapter 12, if the executo”
makes written application (filed after the

return with respect to such taxes is made Tzd
Iy

dis-

is

liability for such taxes, the Secretary of g:c
delegate may notify the executor of ¥
amount of such taxes. The executor: \‘ P
pasyment of the amount of which he ‘?‘"‘”.“m
fied, or 1 year after receipt of the app“'»f’;“_‘ e
if no notification is made by the S“’e““fm_
his delegate before such date, shall e €7
charged from personal liability for *“-fn 5
ficiency in such tax thereafter found
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due and shall be entitled to a receipt or writ-
ing showing such discharge.

(b) Definition of ezecutor. For purposes
of this section, the term “executor” means
the executor or administrator of the decedent
appointed, qualified, and acting within the
United States,

(c) Cross reference. For discharge of exec-
utor from personal liability for taxes imposed
under chapter 11, see section 2204.

[Sec. 6905 as added by sec, 101(e), Excise,
Estate, and Gift Tax Adjustment Act 1970
(84 Stat. 1837) |

(b) Section 101(f) of the Excise, Estate,
and Gift Tax Adjustment Act of 1970:

(f) Reduction of Perlod for Discharge of
Executor from Personal Liability—Effective
with respect to the estates of decedents dy-
ing after December 31, 1973, sections 2204
and 6905 are each amended by striking out
“1 year” and inserting in lieu thereof “9
months”,

[Sec. 101(f), Excise, Estate, and Gift Tax
Adjustment Act 1970 (84 Stat. 1838) ]

§20.6905-1 Discharge of executor from
personal liability for decedent’s in-
come and gift taxes.

For regulations concerning the dis-
charge of an executor from personal li-
ability for a decedent’s income and gift
taxes, see § 301.6905-1 of this chapter
(Regulations on Procedure and Admin-
istration).

PART 25—GIFT TAX; GIFTS MADE
AFTER DECEMBER 31, 1954

Par. 37. Section 25.0-1 is amended by
;e]xiising paragraph (a)(1) to read as
OLIOWS:

25.0-1 Introduction,

(a) In general. (1) The regulations in
this part are designated “Gift Tax Reg-
ulations.” These regulations pertain to
(1) the gift tax imposed by chapter 12
of subtitle B of the Internal Revenue
Code on the transfer of property by gift
by individuals in the calendar year 1955,
in subsequent calendar years beginning
before the calendar year 1971 and in cal-
endar quarters beginning with the first
calendar quarter of calendar year 1971,
and (i) certain related administrative
Provisions of subtitle ' of the Code. It
should be noted that the application of
some of the provisions of these regula-
Uons may be affected by the provisions
of an applicable gift tax convention with
a ror_mfzn country, Unless otherwise indi-
Caied, references in these regulations to
the “Internal Revenue Code” or the
C9<_2': are references to the Internal
Rfi‘. enue Code of 1954, as amended, and
rfixercnccs to a section or other provision
of law are references to a section or other
b Ovision of the Internal Revenue Code
3{ xJEA, as amended. The Gift Tax Reg-
D.‘At‘lyus are applicable to the transfer of
~‘i0.:>t-”t3' by gift by individuals in calen-
tar years 1955 through 1970 and in cal-
quarters beginning with the first
and “‘}'Al' quarter of calendar year 1971,
in P{-'fhmede the regulations contained
% ‘Cl t 86, Subchapter B, Chapter 1, Title
IR' odevof Federal Regulations (1939)
M&;,_;.lmtlons 108, Gift Tax (8 F.R.
Pfym '), as preseribed and made appli-
19’0 to the Internal Revenue Code of

9% by Treasury Decision 6091, signed
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August 16, 1954 (19 F.R. 5167, Aug. 17,
1954). The regulations in this part do
not reflect the amendments made by
the Foreign Investors Tax Act of 1966
(80 Stat. 1539) except as provided in
§ 25.2501.

- . - * .

Pagr, 38. Section 25.2501 is amended by
revising section 2501(a) and the histori-
cal note to read as follows:

§ 25.2501 Statutory provisions;
sition of tax.

Sec. 2501, I'mposition of tax—(a) Taxable
transfers—(1) General rule, For the first cal-
endar quarter of calendar year 1971 and each
calendar quarter thereafter a tax, computed
as provided in section 2502, is hereby imposed
on the transfer of property by gift during
such calendar quarter by any individual,
resident or nonresident.

(2) Transfers of intangible property. Ex-
cept as provided in paragraph (3), paragraph
(1) shall not apply to the transfer of intangi-
ble property by a nonresident not a citizen
of the United States.

(3) Ezceptions. Paragraph (2) shall not
apply in the case of a donor who at any time
after March 8, 1965, and within the 10-year
period ending with the date of transfer lost
United States citizenship unless—

(A) Such donor's loss of United States
citizenship resulted from the application of
section 301 (b), 850, or 355 of the Immigration
and Naturalization Act, as amended (8 US.C.
1401(b), 1482, or 1487), or

(B) Such loss did not have for one of its
principal purposes the avoldance of taxes
under this subtitle or subtitle A.

(4) Burden of proof. If the Secretary or
his delegate establishes that it is reasonable
to believe that an individual's loss of United
States citizenship would, but for paragraph
(3), result in a substantial reduction for the
calendar quarter in the taxes on the transfer
of property by gift, the burden of proving
that such loss of citizenship did not have for
one of its principal purposes the avoldance of
taxes under this subtitle or subtitle A shall
be on such Individual.

- - - - .
[Sec. 2501 as amended by secs. 43(b) and 102
(b), Technical Amendments Act 1958 - (72
Stat. 1641, 1674); sec. 4(d), Act of Sept. 14,
1860 (Public Law 86-779, 74 Stat. 1000); sec.
109(a), Foreign Investors Tax Act 1966 (80
Stat. 1574); sec. 102(a) (1), Excise, Estate, and
Gift Tax Adjustment Act 1970 (84 Stat.
1838) |

Par. 39. Section 25.2501-1 is amended
by revising paragraph (a) to read as
follows:

§ 25.2501-1 Imposition of tax.

(a) In general. The tax applies to all
transfers by gift of property, wherever
situgted, by an individual who is a citizen
or resident of the United States, to the
extent the value of the transfers exceeds
the amount of the exclusions authorized
by section 2503 and the deductions au-
thorized by sections 2521, 2522, and 2523.
With respect to calendar years after 1954
and prior to 1971, the tax is imposed on
the transfer of property by gift during
such calendar year. With respect to the
first calendar quarter of calendar year
1971 and each calendar quarter there-
after, the tax is imposed on the transfer
of property by gift during such calendar
quarter. The tax does not apply to a
transfer of intangible property by a non-
resident who is not a citizen of the United

impo-
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States and who was not engaged in busi-
ness in the United States during the cal-
endar year in which the transfer was
made. For additional rules relating to the
application of the tax to transfers by
nonresidents not citizens of the United
States, see section 2511 and § 25.2511-3.

* - = - -

PaR. 40. Section 25.2502 is amended
by revising so much of subsection (a)
of section 2502 as precedes the rate
schedule, by revising subsections (b) and
(c) of section 2502, and by adding a
historical note. These revised and added
provisions read as follows:

§ 25.2502 Statutory provisions; rate of
tax.

Sec, 2602. Rate of Tarx—(a) Computation
of tar. The tax imposed by section 2501 for
each calendar quarter shall be an amount
equal to the excess of—

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

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

- - » - »

(b) Calendar quarter. Wherever used In
this title in connection with the gift tax
imposed by this chapter, the term “calendar
quarter” includes only the first calendar
quarter of the calendar year 1971 and suc-
ceeding calendar quarters,

(¢) Preceding calendar years and quarters.
Wherever used In this title in connection
with the gift tax Imposed by this chapter—

(1) The term "preceding calendar years'"
means calendar years 1932 and 1970 and all
calendar years intervening between calendar
year 1932 and calendar year 1970. The term
‘calendar year 1932" includes only the por-
tion of such year after June 6, 1932,

(2) The term “preceding calendar guart-
ers'"” means the first calendar quarter of
calendar year 1971 and all calendar quarters
intervening between such calendar quarter
and the calendar quarter for which the tax
is being computed.

- - - - -
[Sec. 2502 as amended by sec. 102(a)(2).
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1839) ]

PAR. 41. Section 25.2502-1 is amended
by revising paragraph (a), by redesig-
nating paragraph (¢) as (d), by adding
a new paragraph (c¢) immediately after
paragraph (b), by revising example (1)
of new paragraph (d), and by adding ex-
ample (5) to new paragraph (d) immedi-
ately after example (4). These revised
and added provisions read as follows:

§ 25.2502-1 Rate of tax.

(a) Compulation of tax—(1) Gifts
made after December 31, 1970. In the
case of gifts made after December 31,
1970, the gift tax is imposed on a calen-
dar quarfer basis, rather than on a yearly
basis. For such gifts, the rate of tax is
determined by the total of all gifts made
by the donor during the calendar quarter
and all the preceding calendar years and
calendar quarters since June 6, 1932. See
§ 25.2502-1(¢) for the definition of “cal-
endar quarter” and “preceding calendar
years and calendar quarters.” The fol-
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Jowing subdivisions set forth the six steps
to be followed in computing the tax:

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

(ii) Second step. Ascertain “the aggre-
gate sum of the taxable gifts for each
of the preceding calendar years and cal-
endar quarters,” considering only those
gifts made after June 6, 1932. For the
meaning of this term see § 25.2504-1.

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

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

(v) Fijth step. Compute the tax on
“the ageregate sum of the taxable gifts
for each of the preceding calendar years
and calendar quarters” (as determined in
the second step), using the rate schedule
set forth in paragraph (b) of this section.

(vi) Sizth step. Subtract the amount
determined in the fifth step from the
amount determined in the fourth step.
The amount remaining is the gift tax
for the calendar quarter for which the
return is being prepared.

(2) Gifts made before January 1, 1971,
In the case of gifts made prior to Janu-
ary 1, 1971, the gift tax is imposed on &
calendar year basis, rather than on a
quarterly basis. For such gifts, the rate of
tax is determined by the total of all gifts
made by the donor during the calendar
year and in all preceding calendar years
since June 6, 1932, See § 25.2502-1(c) for
the definition of “preceding calendar
years”. The following subdivisions set
forth the six steps to be followed in com-
puting the tax:

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

(ii) Second step. Ascertain “the aggre-
gate sum of the taxable gifts for each of
the preceding calendar years,” consider-
ing only those gifts made after June 6,
1932. For the meaning of this term see
§ 25.2504-1.

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

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

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

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

- L . - .
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(¢) Definitions—(1) The term “calen-
dar quarter” includes only the first calen-
dar quarter of the calendar year 1971 and
each succeeding calendar quarter.

(2) The term “preceding calendar
years” means calendar years 1932 (but
only the portion of such year after
June 6, 1932) through 1970.

(3) The term “preceding calendar
quarters” means the first calendar quar-
ter of calendar year 1971 and all calen-
dar quarters intervening between such
calendar quarter and the calendar quar-
ter for which the tax is being computed.

(4) The term “preceding calendar
years and calendar quarters” means a
period that consists of the “preceding
calendar years” and the “preceding cal-
endar quarters.”

(d) Examples, * * *

Ezample (1). Assume that in 1955 the
donor made taxable gifts, as ascertained un-
der the first step (paragraph (a)(2) of this
section), of $62,5600 and that there were no
taxable gifts for prior years, with the result
that the amount ascertained under the third
step is $62,500. Under the fourth step a tax
is computed on this amount. Reference to
the table discloses that the specified amount
in column (A) nearest to and less than
$62,500 is $60,000. The tax on this amount,
as shown in column (C), is $7,125. The
amount by which the taxable gifts exceeds
the specified amount is $2,600 and the tax
on such excess amount, computed at the
rate of 21 percent as shown in column (D),
is $525. The tax on taxable gifts of $62,500
is the sum of $7,125 and $525, or §7,650.

. - - - -

Ezample (5). A makes gifts (other than
gifts of future interests in property) to B in
the first quarter of 1971 of $43,000 and In the
second quarter of 1971 of $60,000. A gave to
C in the second quarter of 1971 land valued
at $11,000, The full amount of A's specific
exemption provided under section 2521 was
claimed and allowed in 1956. In 1966, A made
taxable gifts totaling $21,000 on which gift
tax was timely pald and no other taxable
gifts were made by A in any other year pre-
ceding 1071. The gift tax return due for the
first calendar quarter of 1971 was timely filed
and the tax paid. With respect to the gifts
made to B in 1971, the $3,000 annual gift tax
exclusion provided by section 2503(b) is ap-
plied in its entirety against the $43,000 gift
made to B in the first quarter and therefore
i{s not available to offset the $60,000 gift made
to B in the second quarter. (See § 25.2503-2
(a).) A further $3,000 annual gift tax exclu-
slon is available, however, to offset the $11,000
gift made to C in the second quarter of 1971,
The computation of the gift tax for the
second calendar quarter of 1971 due on Au-
gust 15, 1971 (following the steps set forth
in paragraph (a) (1) of this section) s shown
below:

(1) Amount of taxable gifts for the
second calendar quarter of 1971
(860,0004-$11,000—$3,000) - -
Total amount of taxable gifts
for preceding calendar years
and calendar quarters (§43,-
000—$3,000-4$21,000) - e e

$68, 000
(2)

61, 000

(3) Total taxable gifts -

(%)

129, 000

Tax computed on item 3 (in ac-
cordance with rate schedule in
paragraph (b))
(5) Tax computed on item 2 (using
same rate schedule) - ..coeon

22, 050

7,335

Tax for second calendar quar-
ter of 19071 (item 4 minus
ftem' B) - ceemmiemmmrdeeee——e

(6)
14, 716

PAR. 42. Section 25.2502-2 is amended
to read as follows:

§ 25.2502-2
tax.

Section 2502(d) provides that the
donor shall pay the tax. If the donor dies
before the tax is paid the amount of the
tax is a debt due the United States from
the decedent’s estate and his executor

Donor primarily liable for

‘or administrator is responsible for its

payment out of the estate. (See
§ 25.6151-1 for the time and place for
paying the tax.) If there is no duly qual-
ified executor or administrator, the
heirs, legatees, devisees, and distributees
are liable for and required to pay the tax
to the extent of the value of their inher-
itances, bequests, devises, or distributive
shares of the donor’s estate. If a husband
and wife effectively signify consent, un-
der section 2513, to have gifts made to
a third party during any calendar quar-
ter (with respect to gifts made after De-
cember 31, 1970) or calendar year (with
respect to gifts made before January 1,
1971) considered as made one-half by
each, the liability with respect to the gift
tax of each spouse for that calendar
quarter or calendar year is joint and sev-
eral (see § 25.2513—4). As to the personal
liability of the donee, see paragraph (b)
of § 301.6324-1 of this chapter (Regula-
tions on Procedure and Administration).
As to the personal liability of the execu-
tor or administrator, see section 3467 of
the Revised Statutes (31 US.C. 192),
which reads as follows:

Every executor, administrator, or assignee,
or other person, who pays, in whole or in
part, any debt due by the person or estate for
whom or for which he acts before he sat
and pays the debts due to the United States
from such person or estate, shall become &
swerable in his own person and estate to the
extent of such payments for the debts so due
to the United States, or for so much thereof
85 may remain due and unpaid.

As used in such section 3467, the word
“debt” includes a beneficiary’s distribu-
tive share of an estate. Thus if an execu-
tor pays a debt due by the estate which is
being administered by him or distributes
any portion of the estate before there is
paid all of the gift tax which he has a
duty to pay, the executor is personally
liable, to the extent of the payment or
distribution, for so much of the gift ta%
as remains due and unpaid.

PaR. 43, Section 25.2503 is amended bY
revising section 2503 (a), (b) and bY
adding a historical note. These revised
and added provisions read as follows:

§ 25.2503 Statutory provisions; taxable
gifts.

Src. 2503, Tazable gifts—(a) General def
nition. The term “taxable gifts” meaus, i
the case of gifts made after Decen‘.b_a‘f .",','
1970, the total amount of gifts made a}.m:
the calendar quarter, less the ded\n'llr\:,‘-h. PT: >
vided in subchapter C (sec. 2521 and ‘0‘,“,711.
ing). In the case of gifts made before JA7
ary 1, 1971, such term means the ‘o
amount of gifts made during the C}:l i
year, less the deductions provided in ¢
chapter C. tng

(b) Ezclusions from gifts. Tn comptl't z;;;‘
taxable gifts for the calendar quarteh, = .
case of gifts (other than gifts of futy u') -4
terests in property) made to any personl T
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the donor during the calendar year 1971 and
subsequent calendar years, $3,000 of such
cifts to such person less the aggregate of
the amounts of such gifts to such person
during all preceding calendar quarters of the
calendar year shall not, for purposes of sub-
section (a), be Included in the total amount
of gifts made during such quarter.
- * L . v

[Sec. 2503 as amended by sec. 102(a) (8), Ex~
cise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1839) ]

Par. 44. Section 25.2503-1 is amended
to read as follows:

§25.2503-1 General definition of “tax-
sble gifts™ and of *““total amount of
gifts.”

The term “taxable gifts” means the
“total amount of gifts” made by the
donor during the calendar quarter (with
respect to gifts made after December 31,
1970) or calendar year (with respect to
gifts made before January 1, 1971) less
the deductions provided for in sections
2521, 2522, and 2523 (specific exemption,
charitable, ete., gifts and the marital
deduction, respectively). The “total
amount of gifts” means the sum of the
values of the gifts made during the calen-
dar quarter (with respect to gifts made
after December 31, 1970) or calendar
year (with respect to gifts made before
January 1, 1971) less the amounts ex-
cludable under section 2503(b). See
§ 25.2503-2. The entire value of any gift
of a future interest in property must be
included in the “total amount of gifts”
for the calendar quarter (calendar year
in the case of gifts made before January
1, 1971) in which the gift is made. See
§25.2503-3. For the definition of “calen-
dar quarter”, see § 25.2502-1(¢) (1).

Par. 45. Section 25.2503-2 is amended
to read as follows:
§25.2503-2 Execlusions from gifts.

(a) Gifts made ajter December 31,
1970. In computing taxable gifts for the
celendar quarter, in the case of gifts
(other than gifts of future interests in
broperty) made-to any person by the
donor during any calendar quarter of
the calendar year 1871 or any subsequent
calendar year, $3,000 of such gifts to
such person less the aggregate of the
amounts of such gifts to such person
during all preceding calendar quarters
of any such calendar year shall not be
included in the total amount of gifts
made during such guarter. Thus, the first
$3,000 of gifts made to any one donee
(11}]!'1111{ the calendar year 1971 or any
c:ltendnr year thereafter, except gifts
> tuture interests in property as defined
;{1 §§ ;:).23035—3 and 25.2503-4, is excluded
r.x determining the total amount of gifts
O @ calendar quarter. In the case of a
ij.L 0 trust the beneficiary of the trust
S the donee. The application of this
Paragraph may be illustrated by the fol-
OWing examples:
mfjm‘:r‘)le (). A made a gift of $3,000 to B
g \(«ary 8, 1971, and on April 20, 1971,
1o gin, L 8dditional giff of $10,000. A made
. er gifts in 1971. The total amount of
- m_;lmde by A during the second guarter
e nro\-lsmgio'ooo because the $3,000 exclu-
TR S by section 2503(b) is first ap-

to the January 8th gift.
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Ezample (2). A gave $2,000 to B on Jan-
uary 8, 1971, and on April 20, 1871, gave
him $10,000. The total amount of gifts made
by A during the second quarter of 1971 is
$9,000 because only $2,000 of the $3,000 ex~
clusion provided by section 2503(b) was ap-
plied against the January 8th gift; §1,000 was
available to offset other gifts (except gifts
of a future interest) made to B during 1971.

(b) Gifts made before January 1, 1971.
The first $3,000 of gifts made to any one
donee during the calendar year 1955, or
1970, or any calendar year intervening
between calendar year 1955 and calendar
year 1970, except gifts of future interests
in property as defined in §§ 25.2503-3 and
25.2503-4, is excluded in determining the
total amount of gifts for the calendar
year. In the case of a gift in trust the
beneficiary of the trust is the donee.

Par. 46. Section 25.2503-3 is amended
by revising paragraph (a) to read as
follows:

§ 25.2503-3 Future interests in prop-
erty.

(a) No part of the value of a gift of
a future interest may be excluded in
determining the total amount of gifts
made during the calendar quarter
(calendar year in the case of gifts made
before January 1, 1971). For the defini-
tion of “calendar quarter" see § 25.2502-1
(¢) (1). “Future interest” is a legal term,
and includes reversions, remainders, and
other interests or estates, whether
vested or contingent, and whether or not
supported by a particular interest or
estate, which are limited to commence in
use, possession, or enjoyment at some
future date or time. The term has no
reference to such contractual rights as
exist in a bond, note (though bearing no
interest until maturity), or in a policy
of life insurance, the obligations of which
are to be discharged by payments in the
future. But a future interest or interests
in such contractual obligations may be
created by the limitations contained in a
trust or other instrument of transfer
used in effecting a gift.

* * * * -

Par. 47. Section 25.2504 is amended to
read as follows:

§ 25.2504 Statutory provisions: laxable
gifis for preceding years and quar-
ters.

Sec. 2504. Taxable gifts for preceding years
and quarters—(a) In general. In computing
taxable gifts for preceding calendar years or
calendar quarters for the purpose of comput-
ing the tax for any calendar quarter, there
shall be treated as gifts such transfers as
were considered to be gifts under the gift tax
laws applicable to the years or calendar quar-
ters in which the transfers were made and
there shall be allowed such deductions as
were provided for under such laws; except
that the specific exemption in the amount,
if any, allowable .under section 2521 shall be
applied In all computations In respect of
previous calendar years or calendar quarters
for the purpose of computing the tax for
any calendar year or calendar quarter.

(b) Ezeclusions from gijts for preceding
years and quarters. In the case of gifts made
to any person by the donor during preced-
ing calendar years and calendar quarters, the
amount excluded, If any, by the provisions
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of gift tax laws applicable to the years and
calendar quarters in which the gifts were
made shall not, for purposes of subsection
(a), be included in the total amount of the
gifts made during such years and calendar
quarters.

(c) Valuation of certain gifts for preceding
calendar years and quarters, If the time has
expired within which a tax may be assessed
under this chapter or under corresponding
provisions of prior laws on the transfer of
property by gift made during a preceding
calendar year or calendar quarfer, as defined
in section 2502(¢c), and if a tax under this
chapter or under corresponding provisions of
prior laws has been assessed or paid for such
preceding calendar year or calendar guarter,
the value of such gift made in such preced-
ing calendar year or calendar quarter shall,
for purposes of computing the tax under this
chapter for any calendar quarter, be the value
of such gift which was used in computing the
tax for the last preceding calendar year or
calendar quarter for which a tax under this
chapter or under corresponding provisions of
prior laws was assessed or paid.

(d) Net gifts. The term *“net gifts” as used
in corresponding provisions of prior laws
shall be read as “taxable gifts” for purposes
of this chapter.

[Sec. 2504 as amended by sec. 102(a) (4), Ex-

cise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1839) )

Par. 48. Section 25.2504-1 is amended
to read as follows:

§ 20.2504=1 Taxable gifis for preceding
years and quarters.

(a) (1) With respect to gifts made
after December 31, 1970, in order to de-
termine the correct gift tax Hability for
any calendar quarter, it is necessary to
ascertain the correct amount, if any, of
the aggregate sum of the taxable gifts
for each of the preceding calendar years
and calendar quarters. See paragraph
(a) (1) (i) of § 25.2502-1. For definitions
of “calendar quarter™ and ‘“‘preceding
calendar years and calendar quarters”
see § 25.2502-1(c). The term “aggregate
sum of the taxable gifts for each of the
preceding calendar years and calendar
quarters” means the correct aggregate
of such gifts, not necessarily that re-
turned for those calendar years or calen-
dar quarters and in respect of which tax
was paid. All transfers that constituted
gifts in prior calendar years and calendar
quarters under the laws, including the
provisions of law relating to exclusions
from gifts, in effect at the time the trans-
fers were made are included in deter-
mining the amount of taxable gifts for
preceding calendar years and calendar
quarters. The deductions other than for
the specific exemption (see paragraph
(b) of this section) allowed by the laws
in effect at the time the transfers were
made also are taken into account in de-
termining the aggregate sum of the tax-
able gifts for preceding calendar years
and calendar quarters. (The allowable
exclusion from a gift was $5,000 for years
before 1939, $4,000 for the calendar years
1939 through 1942, and $3,000 there-
after.)

(2) With respect to gifts made before
January 1, 1971, in order fto determine
the correct gift tax liability for the cal-
endar year 1955, or 1970, or any calendar
yvear intervening between calendar year
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1955 and calendaxr year 1970, it is neces-
sary to ascertain the correct amount, if
any, of the aggregate sum of the taxable
gifts for each of the preceding calendar
yvears. See paragraph (a)(2) (@) of
§ 25,2502-1. The term “aggregate sum of
the taxable gifts for each of the preced-
ing calendar years” means the correct
aggregate of such gifts, not necessarily
that returned for those years and in re-
spect of which tax was paid. All transfers
that constituted gifts in prior calendar
years under the laws, including the pro-
visions of law relating to exclusions from
gifts, in effect at the time the transfers
were made are included in determining
the amount of taxable gifts for preceding
years. The deductions other than for the
specific exemption (see paragraph (b) of
this section) allowed by the laws in effect
at the time the transfers were made also
are taken into account in determining
the aggregate sum of the taxable gifts
for preceding years. (The allowable ex-
clusion from a gift was $5,000 for years
before 1939, $4,000 for the calendar years
1939 through 1942, and $3,000 there-
after.)

(b) In determining the aggregate sum
of the taxable gifts for either (1) the
preceding calendar years and calendar
quarters (under paragraph (a) (1) of this
section) or, (2) the preceding calendar
years (under paragraph (a)(2) of this
section), the total of the amounts al-
Jowed as deductions for the specific ex~
emption, under section 2521 and the cor-
responding provisions of prior laws, shall
not exceed $30,000. Thus, if the only
prior gifts by a donor were made in 1940
and 1941 (at which time the specific ex-
emption allowable was $40,000), and if in
his returns for those years the donor
claimed deductions totaling $40,000 for
the specific exemption and reported tax-
able gifts totaling $110,000, then in de-
termining the aggregate sum of the tax-
able gifts for either the preceding calen-
dar years and calendar quarters or the
preceding calendar years, the deductions
for the specific exemption cannot exceed
$30,000, and the donor’s taxable gifts for
such periods will be $120,000 (instead of
the $110,000 reported on his returns).
(The allowable deduction for the specific
exemption was $50,000 for calendar years
before 1936, $40,000 for calendar years
1936 through 1942, and $30,000 there-
after.)

(¢) If the donor and his spouse con-
sented to have gifts made to third parties
considered as made one-half by each
spouse, pursuant to the provisions of sec-
tion 2513 or section 1000(f) of the Inter-
nal Revenue Code of 1939 (which corre-
sponds to section 2513), these provisions
shall be taken into account in deter-
mining the aggregate sum of the taxable
gifts for either (1) the preceding cal-
endar years and calendar quarters (un-
der paragraph (a) (1) of this section) or,
(2) the preceding calendar years (under
paragraph (a) (2) of this section).

(d) If interpretations of the gift tax
law in prior calendar years or calendar
quarters resulted in the erroneous inclu-
sion of property for gift tax purposes
that should have been excluded, or the

]
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erroneous exclusion of property that
should have been included, adjustments
must be made in order to arrive at the
correct aggregate of taxable gifts for
either (1) the preceding calendar years
and calendar quarters (under paragraph
(a) (1) of this section) or, (2) the pre-
ceding calendar years (under paragraph
(a)(2) of this section). However, see
section 1000 (e) and (g) of the 1939 Code
relating to certain discretionary trusts
and reciprocal trusts.

PAR. 49. Section 25.2504-2 is amended
to read as follows:

§ 25.2504-2 Valuation of certain gifis
for preceding calendar years and
quarters.

Section 2504(c) provides that if the
valuation of a transfer for gift tax pur-
poses with respect to a gift made in a
preceding calendar year or calendar
quarter, as defined in § 25.2502-1(c), is
at issue, and if the statutory period with-
in which an assessment may be made
with respect to the gift has expired and
a tax has been actually assessed or paid
for such prior calendar year or calendar
quarter, then the value of the gift, for
purposes of arriving at the correct
amount of the taxable gifts for either
(1) preceding calendar years and calen-
dar quarters (under § 25.2504-1(a) (1))
or, (2) preceding calendar years (under
§ 25.2504-1(a) (2)), is the value that was
used in computing the tax for the last
preceding calendar year or calendar
quarter for which a tax was assessed or
paid under chapter 12 of the Internal
Revenue Code of 1954 or the correspond-
ing provisions of prior laws. However,
this rule will not prevent an adjustment
in value where ho tax was paid or as-
sessed for the prior calendar year or cal-
endar quarter. Furthermore, this rule
does not apply to adjustments involving
issues other than valuation, See para-
graph (d) of § 25.2504~1.

Par. 50. Section 25.2511-1 is amended
by revising paragraphs (b) and (d) to
read gs follows:

§ 25.2511-1 Transfers in general.

* hd - » .

(b) In the case of a nonresident not
a citizen who was not engaged in busi-
ness in the United States (see § 25.2501-
1) during the calendar quarter (calen-
dar vear with respect to gifts made be-
fore January 1, 1971), the tax is imposed
only if the gift consisted of real estate
or tangible personal property situated
within the United States at the time
of transfer. See §§ 25.2501-1 and 25.2511~
3. For the definition of calendar quarter
see § 25.2502-1(c) (1).

» * - » *

(d) If a joint income tax return is filed
by a husband and wife for a taxable year,
the payment by one spouse of all or part
of the income tax liability for such year
is not treated as resulting in a transfer
that is subject to gift tax. The same rule
is applicable to the payment of gift tax
for a calendar quarter (or calendar
year) in the case of a husband and wife
who have consented to have the gifts

made considered as made half by each
of them in accordance with the provi-
sions of segtion 2513. For the definition
?i)calendar quarter see § 25.2502-1(c)
—% W * * *

Par. 51. Section 25.2511-2 is amended
by revising paragraphs (f) and (i) to
read as follows:

§ 25.2511-2 Cessation of donor’s do.
minion and control.

* - - » *

(f) The relinquishment or termina-
tion of a power to change the benefici-
aries of transferred property, occurring
otherwise than by the death of the donor
(the statute being confined to transfers
by living donors), is regarded as the
event that completes the gift and causes
the tax to apply. For example, if A trans-
fers property in trust for the benefit of
B and C but reserves the power as trustee
to change the proportionate interests of
B and C, and if A thereafter has another
person appointed trustee in place of him-
self, such later relinguishment of the
power by A to the new trustee completes
the gift of the transferred property,
whether or not the new trustee has a
substantial adverse interest. The receipt
of income or of other enjoyment of the
transferred property by the transferee
or by the beneficiary (other than by the
donor himself) during the interim be-
tween the making of the initial transfer
and the relinquishment or termination
of the power operates to free such income
or other enjoyment from the power, and
constitutes a gift of such income or of
such other enjoyment taxable as of the
calendar quarter or calendar year of its
receipt. See §25.2502-1(c) (1) for the
definition of calendar quarter. If prop-
erty is transferred in trust to pay the
income to A for life with remainder to B,
powers to distribute corpus to A, and o
withhold income from A for future dis-
tribution to B, are powers to change the
beneficiaries of the transferred property.

L - L » .

(j) If the donor contends that a power
is of such nature as to render the gift
incomplete, and hence not subject to the
tax as of the calendar quarter or calen-
dar year of the initial transfer, the trans-
action shall be disclosed in the return
and evidence showing all relevant facts,
including a copy of the instrument of
transfer, should be submitied. 5e¢
§ 25,2502-1(c) (1) for the definition of
calendar quarter,

Par. 52. Section 25.2511-3 is amenc‘fd
by revising paragraphs (a) (1), (a) (2),
and (b) (2) to read as follows:
§25.2511-3 Transfers by nonresidents

not citizens.

(a) Ingeneral. * * * '

(1) If the nonresident not a cit ¢
the United States was not engaged It
business in the United States during the
calendar quarter or calendar :»'E’GT] 2
which the gift was made, the tax app u;
only to the transfer of real prqx)ert."d«“;n r
tangible personal property situated -
the United States. See § 25.2502-11¢ "_Tr
for the definition of calendar quartes

izen of
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(2) If the nonresident not a citizen of
the United States was engaged in busi-
ness in the United States during the cal-
endar quarter or calendar year in which
the gift was made, the tax applies to the
transfer of all property (whether real or
personal, tangible or intangible) situated
in the United States. See § 25.2502-1
(c) (1) for the definition of calendar
quarter.

" (b) Situs of property.* * *

(2) Shares of stock owned and held by
a nonresident not a citizen of the United
States constitute property within the
United States if issued by a domestic
corporation, irrespective of where the
certificates are physically located. How-
ever, since a share of stock is intangible
property, the transfer by gift by a non-
resident not a citizen of the United States
of a share of stock issued by a domestic
corporation would, under the provisions
of paragraph (a) of this section, be sub-
ject to the tax only if the donor was en-
gaged in business in the Unifted States
during the calendar quarter or calendar
year in which the gift was made. See
§25.2502-1(e) (1) for the definition of
calendar quarter,

* * . * -

Par. 53. Section 25.2512 is amended by
revising section 2512(b) and by adding a
historical note. These revised and added
provisions read as follows:

¥
§25.2512

Statutory provisions; valua-

tion of gifts.
£C. 2512, Valuation-of gifts.
. - . - -

(b) Where property is transferred for less
$ an adequate and full consideration in
r money’s worth, then the amount
) @ the value of the property exceeded

value of the consideration shall be
med a gift, and shall be included in com-
he amount of gifts made during the
quarter,
iSec. 2512 as amended by sec. 102(b) (1),
fxcise, Estate, and Gift Tax Adjustment Act
1970 (84 stat. 1840) )

- 54. Section 25,2513 is amended by
Y ng section 2513 (a), (h)(2), (e) (1),
;nd (@), and by adding a historical note.

1 ~} revised and added provisions read
& 10lows:

252513 Satutory provisions; gift by
husband or wife to third party; con-
sidered as made one-half by each.

513. Gift by husband or wife to third
a) Considered as made one-half by
(1) In general. A gift made by one
0 any person other than his spouse
r the purposes of this chapter, he
dered as made one-half by him and one-
* Spouse, but only if at the time of
ch spouse s a citizen or resident
Ited States. This paragraph shall
Wwith respect to a gift by a spouse
€rest-in property if he creates in his
‘ general power of appointment, as
1 section 2514(e), over such inter-
urposes. of this section, an indi-
1all be considered as the spouse of
Individual only If he s married to
! ‘i':iduul at the time of the gift and
the cater somarry during the remainder of
wm.r:ndar quarter,
m#f‘?nsent of both spouses. Paragraph
E!g;-.n:{"l apply only if both spouses have
Hled (under the regulations provided
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for in subsection (b)) their consent to the
application of paragraph (1) in the case of
all such gifts made during the calendar quar-
ter by either while married to the other,

(b) Manner and time of signifying con-
sent. * * ¢

(2) Time. Such consent may be so signi-
fied at any time after the close of the calen-
dar quarter In which the gift was made, sub-
Ject to the following limitations— .

(A) The consent may not be signified
after the 16th day of the second month fol-
lowing the close of such calendar quarter,
unless before such 15th day no return has
been filed for such calendar quarter by
either spouse, in which case the consent may
not be signified after a return for such cal-
endar quarter is filed by either spouse;

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

(¢) Revocation of consent. Revocation of
a consent previously signified shall be made
in such manner as is provided under regula-
tions prescribed by the Secretary or his
delegate, but the right to revoke a consent
previously signified with respect to a cal-
endar quarter—

(1) Shall not exist after the 156th day of
the second month following the close of
such calendar quarter if the consent was
signified on or before such 15th day; and

- * - - -

(d) Joint and several liability for tax. If
the consent required by subsection (a)(2)
is signified with respect to a gift made in
any calendar quarter, the liability with re-
spect to the entire tax imposed by this
chapter of each spouse for such calendar
quarter shall be joint and several.

[Sec. 2513 as amended by sec. 102(b)(2),
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1840) )

Par. 55. Section 25.2513-1 is amended
by revising paragraph (a), by revising
subparagraphs (1), (2), and (5) of para-
graph (b), by revising paragraph (c¢),
and by revising paragraph (d). These
revised provisions read as follows:

§ 25.2513-1 Gif1s by hushand or wife to
third party considered as made one-
half by each.

(a) A gift made by one spouse to a
person other than his (or her) spouse
may, for the purpose of the gift tax, be
considered as made one-half by his
spouse, but only if at the time of the
gift each spouse was a citizen or resident
of the United States. For purposes of
this section, an individual is to be con-
sidered as the spouse of another individ-
ual only if he was married to such
individual at the time of the gift and
does not remarry during the remainder
of the calendar quarter (calendar year
with respect to gifts made before Jan-
uary 1, 1971). For the definition of
calendar quarter see § 25.2502-1(¢) (1),

(b) The provisions of this section will
apply to gifts made during a particular
calendar quarter (calendar year with
respect to gifts made before January 1,
1971) only if both spouses signify their
consent to treat all gifts made to third
parties during that calendar quarter (or
calendar year) by both spouses while
married to each other as having been

made one-half by each spouse, As to the
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manner and time for signifying consent,
see § 25.2513-2. Such consent, if signi-
fied with respect to any calendar quar-
ter (or calendar year), is effective with
respect to all gifts made to third parties
during such calendar quarter or calendar
year except as follows:

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

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

- » - * *

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

(¢) If a husband and wife consent to
have the gifts made to third party donees
considered as made one-half by each
spouse, and only one spouse makes gifts
during the calendar quarter (calendar
year with respect to gifts made before
January 1, 1971), the other spouse is not
required to file a gift tax return provided:
(1) The total value of the gifts made to
each third party donee since the begin-
ning of the calendar year is not in excess
of $6,000, and (2) no portion of the prop-
erty transferred constitutes a gift of a
future interest. If a transfer made by
either spouse during the calendar quar-
ter (or calendar year) to a third party
represents a gift of a future interest in
property and the spouses consent to have
the gifts considered as made one-half by
each, a gift tax return for such calendar
quarter (or calendar year) must be filed
by each spouse regardiess of the value
of the transfer, (See § 25.2503-3 for ‘the
definition of a future interest.),
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(d) The following examples illustrate
the application of this section relating
to the requirements for the filing of a
return, assuming that a consent was
effectively signified:

(1) A husband made gifts valued at
$7,000 during the second quarter of 1971
to a third party and his wife made no
gifts during this time. Each spouse is
required to file a return for the second
calendar quarter of 1971.

(2) A husband made gifts valued at
$5,000 to each of two third parties during
the year 1970 and his wife made no gifts.
Only the husband is required to file a
return. (See § 25.6019-2.)

(3) During the third quarter of 1971,
a husband made gifts valued at $5,000 to
a third party, and his wife made gifts
valued at $2,000 to the same third party.
Each spouse is required to file a retum
for the third calendar quarter of 1971.

(4) A husband made gifts valued at
$5,000 to a third party and his wife
made gifts valued at $3,000 to another
third party during the year 1970. Only
the husband is required to file a return
for the calendar year 1970. (See
§ 25.6019-2.)

(5) A hushand made gifts valued at
$2,000 during the first guarter of 1971
to third parties which represented gifts
of future interests in property (see
§ 25.2503-3), and his wife made no gifts
during such calendar quarter. Each
spouse is required to file a return for
the first calendar quarter of 1871.

PaARr. 56. Section 25.2513-2 is amended
by revising paragraphs (a), (b), and (d)
to read as follows:

§ 25.2513-2 Manner and time of sig-
nifying consent.

(a) (1) Consent to the application of
the provisions of section 2513 with re-
spect to a calendar quarter (a calendar
vear with respect to gifts made before
January 1, 1971) skall, in order to be
effective, be signified by both spouses. If
both spouses file gift tax returns within
the time for signifying consent, it is suf-
ficient if—

(i) The consent of the husband is sig~
nified on the wife’s return, and the con-
sent of the wife is signified on the hus-
band’s return;

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

(iil) The consent of both spouses is
gignified on one of the returns.

If only one spouse files a gift tax return
within the time provided for signifying
consent, the consent of both spouses shall
be signified on that return. However,
wherever possible, the notice of the con-
sent is to be shown on both returns and
it is preferred that the notice be executed
in the manner described in subdivision
(i) of this subparagraph. The consent
may be revoked only as provided in
§ 25.2513-3. If one spouse files more than
one gift tax return for a calendar quar-
ter (or a calendar year) on or before the
due date of the return, the last return
so filed shall, for the purpose of deter-

mining whether a consent has been sig-
nified, be considered as the return. (See
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§ 25.6075-1 for the due date of a gift
tax return.)

(2) Subject to the limitations of para~-
graph (b) of this section, the consent
signified on a return filed for a calendar
quarter will be effective for a previous
calendar quarter of the same calendar
year for which no return was filed be-
cause the gifts made dliring such previ-
ous calendar quarter did not exceed the
annual exclusion provided by section
2503(b), if the gifts in such previous cal-
endar quarter are listed on that return.
Thus, for example, if A gave $2,000 to
his son in the first quarter of 1972 (and
filed no return because of section 2503
(b)) and gave a further $4,000 to such
son in the last quarter of the year, A and
his spouse could signify consent to the
application of section 2513 on the return
filed for the fourth quarter and have it
apply to the first quarter as well, pro-
vided that the $2,000 gift is listed oa such
return.

(b) (1) With respect to gifts made
after December 31, 1970, the consent may
be signified at any time following the
close of the calendar quarter in which
the gift was made, subject to the follow-
ing limitations:

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

(ii) The consent may not be signified
after a notice of deficiency with respect
to the tax for such calendar quarter has
been sent to either spouse in accord-
ance with section 6212(a).

(2) With respect to gifts made before
January 1, 1971, the consent may be sig-
nified at any time following the close of
the calendar year, subject to the follow-
ing limitations:

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

(ii) The consent may not be signified
for a calendar year after a notice of de-
ficiency in gift tax for that year has been
sent to either spouse in accordance with
the provisions of section 6212(a).

- - . - -

(d) If the donor and spouse consent to
the application of section 2513, the re-
turn or returns for the calendar quarter
(calendar year with respect to gifts made
before January 1, 1971) must set forth,
to the extent provided thereon, informa-
tion relative to the transfers made by
each spouse.

Par, 57. Section 25.2513-3 is amended
to read as follows:

§ 25.2513-3 Revoeation of consent.

(a) (1) With respect to gifts made af-
ter December 31, 1970, if the consent to
the application of the provisions of sec-

tion 2513 for a calendar quarter was ef-
fectively signified on or before the 15th
day of the second month following the
close of such calendar quarter, either
spouse may revoke the consent by filing
in duplicate a signed statement of revo-
cation, but only if the statement is filed
on or before such 15th day of the second
month following the close of such cal-
endar quarter, Therefore, a consent
that was not effectively signified unti
after the 15th day of the second month
following the close of the calendar quar-
ter to which it applies may not be re-
voked. (See § 25.2502-1(c) (1) for the
definition of calendar quarter.)

(2) With respect to gifts made before
January 1, 1971, if the consent to the
application of the provisions of s n
2513 for a calendar year was effectively
signified on or before the 15th day of
April following the close of the calendar
year, either spouse may revoke the con-
sent by filing in duplicate a signed
statement of revocation, but only if the
statement is filed on or before such 15th
day of April. Therefore, a consent that
was not effectively signified until after
the 15th day of April following the close
of the calendar year te which it ap-
plies may not be revoked.

(b) Except as provided in paragraph
(b) of § 301.6091-1 of this chapter (relai-
ing to hand-carried documents), the
statement referred to in paragraph (a)
of this section shall be filed with the in-
ternal revenue officer with whom the gift
tax return is required to be filed, or with
whom the gift tax return would be re-
quired to be filed if a return were
required.

Par. 58. Section 25.2513-4 is amended
to read as follows:

§ 25.2513-4 - Joint and several liability
for tax.

If consent to the application of the
provisions of section 2513 is signified as
provided in § 25.2513-2, and not revoked
as provided in § 25.2513-3, the liabilily
with respect to the entire gift tax of eacl
spouse for such calendar quarter (cal-
endar year with respect to gifts made
before January 1, 1971) is joint and
several. See paragraph (d) of § 25.2511-1.
For the definition of calendar quarter
see § 25.2502-1(¢) (1),

Par. 59. Section 25.2514-3 is amended
by revising paragraph (c) (2) to read as
follows:

§25.2514-3 Powers of appointment
ereated after October 21, 1942.
. - B * 3

(c) Partial releases, lapses, and dis-
claimers of general powers created A/t
October 21, 1942. * * * y

(2) If a general power of appointment
created after October 21, 1942, was par
tially released prior to June 1, 1951 “;
that it no longer represented a.gfclli‘l':‘l
power of appointment, as defined in p?-
graph (¢) of §25.2514-1, the subequent
exercise, release, or lapse of the P¥
tially released power at any time there”
after will not constitute the exercise of
release of a general power of appoint

29, 1972

ASAY JINT IR TR L) Q=3 RS (FED - o



ment. For example, assume that A
created a trust in 1943 under which B
possessed & general power of appoint-
ment. By an instrument executed in 1948
such general power of appointment was
reduced in scope by B to an excepted
power. The inter vivos exercise in 1955,
or in any calendar year or calendar quar-
ter thereafter, of such excepted power is
not considered an exercise or release of
a general power of appointment for pur-
poses of the giff tax. For the definition
of calendar quarter see § 25.2502-1(¢) (1),

* * E . *

Par. 60. Section 25.2515 is amended by
revising section 2515(¢c) and by adding a
historical note. These revised and added
provisions read as follows:

§25.2515 Statutory provisions; lenan-
cies by the entirety.

Sec. 2515, Tenancies by the entirety—* * *

(¢c) Exercise of election. The election pro-
vided by subsection (a) shall be exercised by
including such creation of a tenancy by the
entirety or additions made to the value
thereol as a transfer by gift, to the extent
such transfer constitutes a gift, determined
out regard to this section, in the gift
tax return of the donor for the calendar
quarter in which such tenancy by the en-
tirety was created or additions made to the
value thereof, filed within the time prescribed
by law, lrrespective of whether or not the
glit exceeds the exclusion provided by sec-
tion 2503(b).

. L - » -

[Sec. 2515 as amended by sec. 102(b)(3),
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat, 1841) |

Par. 61. Section 25.2515-1 is amended
by revising paragraph (b), and by revis-
ing subparagraphs (1), (2) (ii) (b), and
(3) of paragraph (d). These revised
paragraphs read as follows:

§25.‘:Z.')]5—1 Tenancies by the entirety;
in general,
=+ » . - * '

(b) Gift upon creation of tenancy by
the entirely; in general. During calen-
dar years prior to 1955 the contribution
made by a husband or wife in the crea-
ilon of a tenancy by the entirety consti-
tuted a gift to the extent that the con-
sideration furnished by either spouse ex-
ceeded the value of the rights retained by
that spouse. The contribution made by
tlther or both spouses in the creation of
Such a tenancy during the calendar year
1955, any calendar year beginning before
vanuary 1, 1971, or any calendar quarter
beginning after December 31, 1970, is not
;@eme_d a gift by either spouse, regard-
£s of the proportion of the total con-
Slderation furnished by either spouse,
131}’1_0:3 the donor spouse elects (see
€r~a-~o15-2) under section 2515(e¢) to

at such transaction as a gift in the
talendar quarter or calendar year in
Which the transaction is effected. See
3025.2.302—1&)(1) for the definition of
&l.lc-ndar quarter. However, there is a gift
oiB}Onl the termination of such a tenancy,

1er than by the death of a spouse, if
the Proceeds received by one spouse on
uermmation of the tenancy are larger
2an the proceeds allocable to the con-
Sideration furnished by that spouse to
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the tenancy. The creation of a tenancy
by the entirety takes place if (1) a hus-
band or his wife purchases property and
causes the title thereto to be conveyed
to themselves as tenants by the entirety,
(2) both join in such a purchase, or (3)
either or both cause to be created such
a tenancy in property already owned by
either or both of them. The rule pre-
scribed herein with respect to the crea-
tion of a tenancy by the entirety applies
also to contributions made in the making
of additions to the value of such a ten-
ancy (in the form of improvements, re-
ductions in the indebtedness, or other-
wise), regardless of the proportion of the
consideration furnished by each spouse.
See § 25.2516-1 for transfers made pur-
suant to a property settlement agreement
incident to divorce.

* - - Es *

(d) Gift upon termination of tenancy
by the entirety—(1) In general. Upon the
termination of the tenancy, whether
created before, during, or subseguent to
the calendar year 1955, a gift may result,
depending upon the disposition made of
the proceeds of the termination (whether
the proceeds be in the form of cash, prop-
erty, or interests in property). A gift
may result notwithstanding the fact that
the contribution of either spouse to the
tenancy wac treated as a gift. See
§ 25.2515-3 for the method of determining
the amount of any gift that may result
from the termination of the tenancy in
those cases in which no portion of the
consideration contributed was treated as
a gift by the spouses in the calendar
quarter or calendar year in which it was
furnished. See § 25.2515-4 for the method
of determining the amount of any gift
that may result from the termination
of the tenancy in those cases in which all
or a portion of the consideration con-
tributed was treated as constituting a gift
by the spouses in the calendar quarter or
calendar year in which it was furnished.
See § 25.2515-2 for the procedure to be
followed by a donor who elects under sec-
tion 2515(c) to treat the creation of a
tenancy by the entirety (or the making
of additions to its value) as a transfer
subject to the gift tax in the calendar
quarter (calendar year with respect to
such transfers made before January 1,
1971) in which the transfer is made, and
for the method of determining the
amount of the gift. See § 25.2502-1(e) (1)
for the definition of calendar quarter.

(2) Termination. * * *

(i) Exchange or reinvestment. * * *

(b) On or before the due date for the
filing of a gift tax return for the calen-
dar quarter or calendar year (see § 25.-
6075-1 for the time for filing gift tax
returns) in which the property held as
tenants by the entirety was sold, ex-
changed, or otherwise disposed of, the
spouses enter into a binding contract
for the purchase of other real property;
and

- - - L] L

(3) Proceeds of termination. (i) The
proceeds of termination may be received
by a spouse in the form of money, prop-
erty, or an interest in property. Where
the proceeds are received in the form of
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property (other than money) or an in-
terest in property, the value of the pro-
ceeds received by that spouse is the fair
market value, on the date of termina-
tion of the tenancy by the entirety, of
the property or interest received. Thus,
if a tenancy by the entirety is terminated
so that thereafter each spouse owns an
undivided half interest in the property
as tenant in common, the value of the
proceeds of termination received by each
spouse is one-half the value of the prop-
erty at the time of the termination of
the tenancy by the entirety. If under
“local law one spouse, without the consent
of the other, can bring about a severance
of his or her interest in a tenancy by
the entirety and does so by making a
gift of his or her interest to a third
party, that spouse is considered as hav-

g received proceeds of termination in

he amount of the fair market value, at
the time of the termination, of his sever~
able interest determined in accordance
with the rules prescribed in § 25.2512-5.
He has, in addition, made a gift to the
third party of the fair market value of
the interest conveyed to the third party.
In such a case, the other spouse also
is considered as having received as pro-
ceeds of termination the fair market
value, at the time of termination, of the
interest which she thereafter holds in
the property as tenant in common with
the third party. However, since section
2515(b) contemplates that the spouses
may divide the proceeds of termination
in some proportion other than that rep-
resented by the values of their respective
legal interests in the property, if both
spouses join together in making a gift
to a third party of property held by them
as tenants by the entirety, the value of
the proceeds of termination which will
be treated as received by each is the
amount which each reports (on his or
her gift tax return filed for the calendar
quarter or calendar year in which the
termination occurs) as the value of his
or her gift to the third party. This
amount is the amount which each re-
ports without regard to whether the
spouses elect under section 2513 to treat
the gifts as made one-half by each. For
example, assume that H and W (his
wife) hold real property as tenants by
the entirety; that in the first calendar
quarter of 1972, when the property has
a fair market value of $60,000, they give
it to their son; and that on their gift tax
returns for such calendar quarter, H re-
ports himself as having made a gift to
the son of $36,000 and W reports herself
as having made a gift to the son of
$24,000. Under these circumstances, H is
considered as having received proceeds
of termination valued at $36,000, and W
is considered as having received pro-
ceeds of termination valued at $24,000.

- - - » L
Par. 62. Section 25.2515-2 is amended
by revising paragraph (a) to read as
follows:
§ 25.2515-2 Tenancies by the entirety;

transfers treated as gifts; manner of
election and valuation.

(a) The election to treat the creation
of a tenancy by the entirety in real prop-
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erty, or additions made to its value, as
constituting a gift in the calendar quarter
or calendar year in which effected, shall
be exercised by including the value of
such gifts in the gift tax return of the
donor for such calendar quarter or calen-
dar year in which the tenancy was
created, or the additions in value were
made to the property. See section 6019
and the regulations thereunder. The elec~
tion may be exercised only in a return
filed within the time prescribed by law,
or before the expiration of any extension
of time granted pursuant to law for the
filing of the return. See section 6075 for
the time for filing the gift tax return and
section 6081 for cxtensions of time for
filing the return, together with the regu-
lations thereunder. In order to make the
election, a gift tax return must be filed
for the calendar quarter or calendar year
in which the tenancy was created, or ad-
ditions in value thereto made, even
though the value of the gift involved does
not exceed the amount of the exclusion
provided by section 2503(b). See
§ 25.2502-1(e) (1) for the definition of
calendar quarter.

* * - . L

Par. 63. Section 25.2515-3 is amended
by revising paragraph (b) to read as
follows:

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

* - ¥ »* *

(b) In computing the value of the gift
under the circumstances described in
paragraph (a) of this section, it is first
necessary to determine the spouse’s share
of the proceeds attributable to the con-
sideration furnished by him. This share
is computed by multiplying the total
value of the proceeds of the termina-
tion by a fraction, the numerator of
which is the total -consideration
furnished by the donor spouse and the
denominator of which-is the total con-
sideration furnished by both spouses.
From this amount there is subtracted
the value of the proceeds of termination
received by the donor spouse. The
amount remaining is the value of the
gift. In arriving at the “total considera-
tion furnished by the donor spouse” and
the “total consideration furnished by
both spouses”, for purposes of the com-
putation provided for in this paragraph,
the consideration furnished (see para-
graph (¢) of § 25.2515-1) is not reduced
by any amounts which otherwise would
have been excludable under section
2503(b) in determining the amounts of
taxable gifts for calendar quarters or
calendar years in which the considera-
tion was furnished. (See §25.2502-1
(c) (1) for the definition of calendar
quarter.) As an example assume that
in 1955, real property was purchased
for $30,000, the hushband and wife each
contributing $12,000 and the remaining
$6,000 being obtained through a mortgage
on the property. In each of the years
1956 and 1957, the husband paid $3,000
on the principal of the indebtedness, but
did not disclose the value of these trans-

FEDERAL REGISTER, VOL. 37, NO. 251—FRIDAY, DECEMBER

RULES AND REGULATIONS

fers on his gift tax returns for those
years. The total consideration furnished
by the husband is $18,000, the total con-
sideration furnished by the wife is $12,-
000, and the total consideration furnished
by both spouses is $30,000.

- - - - -

Par. 64, Section 25.2515-4 is amended
by revising paragraph (a) and so much of
paragraph (¢) as precedes subparagraph
(1) thereof to read as follows:

§ 25.2515-4 Termination of tenancy by
entirety; cases in which none, or a
portion only, of value of gift is de-
termined under section 2515(b).

(a) In general. The rules provided in
section 2515(b) (see § 25.2515-3) are not
applied in determining whether a gift
has been made at the termination of a
tenancy to the extent that the consid-
eration furnished for the creation of the
tenancy was treated as a gift or if the
consideration for the creation of the
tenancy was furnished by a third party.
Consideration furnished for the crea-
tion of the tenancy was treated as a gift
if it was furnished either (1) during
calendar years prior to 1955, or (2) dur-
ing the calendar year 1955 and sub-
sequent calendar years and calendar
quarters and the donor spouse exercised
the election to treat the furnishing of
consideration as a gift. (For the defini-
tion of calendar guarter see §25.2502-1
(¢) (1).) See paragraph (b) of this sec-
tion for the manner of computing the
value of gifts resulting from the termina-
tion of the tenancy under these circum-
stances. See paragraph (c¢) of this section
for the rules to be applied where part of
the total consideration for the creation
of the tenancy and additions to the value
thereof was not treated as a gift and part
either was treated as a gift or was fur-
nished by a third party.

« @ Ll » . -

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

. . - - -

PAg. 65. Section 25.2516-1 is amended
by revising paragraph (b) to read as
follows:

§25.2516~1 Certain

ments,
* L » . L
(b) See paragraph (b) of § 25.6019-
3 for the circumstances under which in-
formation relating to property
settlements must be disclosed on the
transferor’'s gift tax return for the cal-
endar quarter (calendar year with re-
spect to gifts made before January 1,
1971) in which the agreement becomes

property settle-

effective. See § 25.2502-1(c) (1) for the
definition of calendar quarter.

Par, 66. Section 25.2517-1 is amendeg
by revising so much of paragraph (a) (1)
as follows subdivision (iii) to read as
follows:

§ 25.2517-1 Employee’s annuities.
(a) In general, (1) * * *

The value of the gift is the value, on
the date of the gift, of the survivor
annuity or other paymeént, computed in
accordance with the principles set forth
in §§25.2512-1, 25.2512-5, and 25.2512-
6. It should be noted that such a gift
is a gift of a future .nterest within the
contemplation of §25.2503-3 and no part
thereof may be excluded in defermining
the total amount of gifts made during
the calendar quarter (calendar year
with respect to gifts made before Jan-
uary 1, 1971). See § 25.2502-1(c) (1) for
the definition of calendar quarter.

* W ¥ = L4 *

PAR. 67. Section 25.2521 is amended to
read as follows:

§ 25.2521 Statulory provisions; specific
exemption.

Sec. 25621. Specific exemption. In comput-
ing taxable gifts for a calendar quarter,
there shall be allowed as a deduction in the
case of a citizen or resident an exemption
of $30,000, less the aggregate of the amounts
claimed and allowed as a specific exemption
in the computation of gift taxes for the
calendar year 1932 and all calendar years and
calendar quarters intervening between that
calendar year and the calendar quarter for
which the tax is being computed under the
laws applicable to such years or calendar
quarters.

[Sec. 2521 as amended by sec. 102(c) (1), Ex-
clse, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1841) ]

PaR. 68. Section 25.2521-1 is amended
to read as follows:

§ 25.2521-1 Specific exemption.

(a) In determining the amount of
taxable gifts for the calendar quarter
(calendar year with respect to gifts made
before January 1, 1971) there may be de-
ducted, if the donor was a resident or
citizen of the United States at the time
the gifts were made, a specific exemption
of $30,000, less the sum of the amoun_ts
claimed and allowed as an exemption i
prior calendar quarters or calendar
vears. The exemption, at the option of the
donor, may be taken in the full amount
of $30,000 in a single calendar quarter of
calendar year, or be spread over & period
of time in such amounts as the donor
sees fit, but after the limit has beed
reached no further exemption is allow-
able. Except as otherwise provided in 2
tax convention between the Umlt.‘ed
States and another country, a donor who
was a nonresident not a citizen of the
United States at the time the gift 0
gifts were made is not entitled to this
exemption. For the definition of calendar
quarter see § 25.2502-1(c) (1). y

(b) No part of a donor’s lifetime sge:
cific exemption of $30,000 may be ft
ducted from the value of a gift atmbu(-i
able to his spouse where a husband an
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wife consent, under the provisions of
section 2513, to have the gifts made
during a calendar quarter or calendar
year considered as made one-half by each
of them. The “gift-splitting” provisions
of section 2513 do not authorize the filing
of a joint gift tax return nor permit a
donor to claim any of his spouse’s spe-
cific exemption. For example, if a hus-
pand has no specific exemption remain-
ing available, but his wife does, and the
husband makes a gift to which his wife
consents under the provisions of section
2513, the specific exemption remaining
available may be claimed only on the
return of the wife with respect to one-
half of the gift. The husband may not
claim any specific exemption since he
has none available.

(¢c) (1) With respect to gifts made after
December 31, 1970, the amount by which
the specific exemption claimed and al-
lowed in gift tax returns for prior
calendar quarters and calendar years ex-
ceeds $30,000 is includible in determining
the aggregate sum of the taxable gifts
for preceding calendar years and calen-
dar quarters. See paragraph (b) of
§25.2504-1.

(2) With respect to gifts made before
January 1, 1971, the amount by which
the specific exemption eclaimed and al-
lowed in gift tax returns for prior calen-
dar years exceeds $30,000 is includible in
determining the aggregate sum of the
taxable gifts for preceding calendar
years. See paragraph (b) of § 25.2504-1.

Par. 69. Section 25.2522(a) is amended
by revising so much of section 2522(a) as
precedes paragraph (1) thereof, by re-
vising section 2522(a) (2), and by add-
ing a historical note. These revised and
added provisions read as follows:

§25.2522(a) Statatory provisions: char-
itable and similar gifts: citizens or
residents,

2522. Charitable and similar gifts—(a)
ens or residents. In computing taxable
T the calendar quarter, there shall be
ed as a deduction in the case of a citizen
it the amount of all gifts made dur-
quarter to or for the use of—

. - - * L

‘ (2) A corporation, or trust, or community
J fund, or foundation, organized and
>d exclusively for religlous, charitable,
ifie, literary, or educational purposes,
ding the encouragement of art and the
“on of cruelty to children or ani-
Als, no part of the net earnings of which
3 to the benefit of any private share-

T or individual, no-substantial part of
ivities of which is carrying on propa-
°or otherwlse attempting, to influence
lon, and which does not participate
liervene in (including the publishing
‘buting of statements), any political
' on behalf of any eandidate for pub-

v * » - -
522(a) as amended by sec, 201(d) (4),
form Act 1969 (83 Stat. 561); sec. 102
A Excise, Estate, and Gift Tax Adjuste
ent Act 1970 (84 Stat. 1841) 1

. ?A}. 70. Seetion 25.2522(a)-1 is
Mended by revising so much of para-
f.‘a‘_’h (a) as precedes subparagraph (1)
hereof to read as follows:

(e} (2)

No, 251—Pt, I—¢
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§ 25.2522(a)~1 Charitable and similar
gifts; citizens or residents.

(a) In determining the amount of tax-
able gifts for the calendar quarter as
defined in § 25.2502-1(c) (1) (calendar
year with respect to gifts made before
January 1, 1971) there may be deducted,
in the case of a donor who was a citizen
or resident of the United States at the
time the gifts were made, all gifts in-
cluded in the “total amount of gifts”
made by the donor during the calendar
quarter or calendar year (see section 2503

and the regulations thereunder) and
made to or for the use of
- L - » .

PaR. T71. Section 25.2522(h) is amended
by revising so much of section 2522(b)
as precedes paragraph (1) thereof, by
revising section 2522(b) (2) and (3) and
by adding a historical note. These revised
and added provisions read as follows:

§ 25.2522(b) Siatutory previsions;

charitable and similar gifts; nonresi-
dents.
Sec, 2522. Charitable and similar gifts.
L
(b) Nonresidents. In the case of a non-
resident not a citizen of the United States,
there shall be allowed as a deduction the
amount of all gifts made during such quarter
to or for the use of—
* - - . L

(2) A domestic corporation organized and
operated exclusively for religious, charitable,

selentific, literary, or educational purposes,’

including the encouragement of art and the
prevention of cruelty to children or animals
no part of the net earnings of which inures
to the benefit of any private shareholder or
individual, no substantial part of the activi-
ties of which is carrying on propaganda, or
otherwise attempting, to influence legislation
and which does not participate in, or inter-
vene in (ineluding the publishing or distrib-
uting of statements), any political campaign
on behalf of any candidate for public office;

(3) A trust, or community chest, fund, or
foundation, organized and operated exclu~
sively for religious, charitable, scientific, lit-
erary, or educational purposes, including the
encouragement of art and the prevention of
cruelty to children or animals, no substantial
part of the activities of which is carrying
on propaganda, or otherwise attempting, to
influence legislation, and which does not
participate in, or intervene in (including the
publishing or distributing of statements),
any political campaign on behalf of any can-
didate for public office; but only if such gifis
are to be used within the United States ex-
clusively for such purposes;

» » - - »
[Sec. 2622(b) as amended by sec. 201(d) (4),
Tax Reform Act 1069 (83 Stat, 561); sec. 102
(¢) (2) Excise, Estate, and Gift Tax Adjust-
ment Act 1970 (84 Stat. 1841)]

Pagr, 72. Section 25.2523(a) is amended
to read as follows:

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

Sec. 25623. Gift to spouse—(a) In general.
Where a donor who is a citizen or resident
transfers during the calendar guarter by gift
an interest in property to a donee who at
the time of the gift is the donor's spouse,
there shall be allowed as a deduction in com-
puting taxable gifts for the calendar quarter
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an amount with respect to such interest equal
to one-half of its value.

[Sec. 25623(a) as amended by sec. 102(c) (3),
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1841) |

Par. 73, Section 25.2523(a)-1 is
amended by revising paragraphs (a) and
(b), by redesignating paragraph (¢) as
(d), and by inserting a new paragraph
(¢) immediately after paragraph (b).
These revised and added provisions read
as follows:

§ 25.2523(a)-1

eral.

(a) In general. In determining the
amount of taxable gifts for the calendar
quarter (with respect to gifts made after
December 31, 1970) or calendar year
(with respect to giffs made before Janu-
ary 1, 1971), a donor who was a citizen
or resident of the United States at the
time the gift was made, may deduct an
amount equal to one-half the value of
any property interest (except as other-
wise provided in paragraph (b) of this
section) transferred by gift to a donee
who at the time of the gift was the
donor’s spouse. (See § 25.2502-1(e) (1) for
the definition of calendar quarter.) This
deduction is referred to as the “marital
deduction”. No marital deduction is au-
thorized with respect to a gift if fhe
donor, at the time of the gift, was a non-
resident not a citizen of the United
States. However, if the donor was a citi-
zen or resident of the United States
at the time the gift was made, he
is not deprived of the right to the mari-
tal deduction by reason of the fact that
his spouse was a nonresident not a citi-
zen. For convenience the donor's spouse
is generally referred to in the feminine
gender, but if the donor is a woman the
reference is to her husband. The donor
must submit such proof as is necesary to
establish the right to the marital deduc-
tion, including any evidence requested by
the Internal Revenue Service.

(b) “Deductible interests” and “non-
deductible interests”"—(1) In general,
The property interests transferred by a
donor to his spouse consist of either
transfers with respect to which the mari-
tal deduction is authorized (as described
in subparagraph (2) of this paragraph)
or transfers with respect to which the
marital deduction is not authorized (as
described in subparagraph (3) of this
paragraph), These transfers are referred
to in this section and in §§ 25.2523(h)-1
through 25.2523(f{)-~1 as “deductible in-
terests” and “nondeductible interests”,
respectively.

(2) “Deductible interest”. A property
interest transferred by a donor to his
spouse is a “deductible interest” if it does
not fall within either class of “nonde-
ductible interests” described in subpara-
graph (3) of this paragraph.

(3) “Nondeductible interests”. (1) A
property interest transferred by a donor
to his spouse which is a “terminable in-
terest”, as defined in § 25.2523(h)-1, is a
“nondeductible interest” to the extent
specified in that section.

Gift to spouse; in gen-
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(i) Any property interest transferred
by a donor to his spouse is a “nondeduc-
tible interest’” to the extent that it is not
included in the total amount of gifts
made during the calendar quarter (with
respect to gifts made after December 31,
1971) or calendar year (with respect to
gifts made before January 1, 1971). See
§§ 25.2515-1 (relating to tenancies by
the entirety) and 25.2516-1 (relating to
property settlements followed by di-
yorce) for some, but not necessarily all,
of the situations in which property is
transferred by a donor to his spouse and
not included in the total amount of gifts
made during the calendar quarter or
calendar year.

(¢) Marital deduction computation.
The amount of the marital deduction for
a particular calendar quarter (with re-
spect to gifts made after December 31,
1970) or calendar year (with respect to
gifts made before January 1, 1971) will
depend upon whether the gifts made by
the donor to his spouse during the calen-
dar quarter or calendar year are termin-
able interests, and whether the limita-
tions of §§ 25.2523(f)~1 (relating to gifts
of community property) and 25.2524-1
(relating to cases in which transfers by
gift are not included in the “total
amount of gifts” pursuant to the provi-
sions of section 2503(h)) are applicable.
Generally, the marital deduction is equal
to one-half of the aggregate value of the
“deductible interests.” The following ex-
amples (in each of which it is assumed
that the donor has previously utilized his
entire $30,000 specific exemption pro-
vided by section 2521) illustrate the
marital deduction computation and the
interrelationship of sections 2503(b) and
2523(a) : } 3

Ezample (1). A donor made a transfer by
gift of $6,000 cash to his spouse on December
25, 1971. The donor made no other transfers
during 1971. The amount of the marital de-
duction for the fourth calendar quarter of
1971 is $3,000 (one-half of $6,000); the
amount of the annual exclusion under
section 2503(b) is $3,000; and the amount of
taxable gifts is zero ($6.000—$3,000 (annual
exclusion)—$3,000 (marital deduction)).

Ezample (2). A donor made transfers by
gift to his spouse of $3,000 cash on January
1, 1971, and $3,000 cash on May 1, 1971. The
donor made no other transfers during 1971.
For the first calendar quarter of 1971 the
marital deduction is zero because the amount
excluded under section 2503 (b) is $3,000, and
the amount of taxable gifts is also zero. For
the second calendar quarter of 1971 the mari-
tal deduction is $1,500 (one-half of $3,000),
and the amount of taxable gifts is $1,600
(83,000—$1,500 (marital deduction)). Under
section 2503(b) no amount of the second
$3,000 gift may be excluded because the en-
tire $3,000 annual exclusion was applied
against the gift made in the first calendar
quarter of 1971.

Ezample (3). A donor made a transfer by
gift to his spouse of $10,000 cash on April 1,
1972. The donor made no other transfers dur-
ing 1972. For the second calendar quarter of
1072 the amount of the marital deduction
is $5,000 (one-half of $10,000); the amount
excluded under section 2503(b) is $3,000;
the amount of taxable gifts is $2,000 ($10,000
—$3,000 (annual exclusion) —$5,000 (marital
deduction) ).

Ezample (4). A donor made transfers by
gift to his spouse of $2,000 cash on January 1,
1971, $2,000 cash on April 5, 1971, and 310,000
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cash on December 1, 1971. The donor made
no other transfers during 1971, For the first
calendar quarter of 1971 the marital deduc-
tion is zero because the amount excluded
under section 2503(b) is $2,000, and the
amount of taxable gifts is also zero. For the
second calendar quarter of 1971 the marital
deduction is $1,000 (one-half of $2,000) (see
section 2524); the amount excluded under
section 2503(b) is $1,000 because $2,000 of
the $3,000 annual exclusion was applied
against the gift made in the first calendar
quarter of 1871; and the amount of taxable
gifts is zero ($2,000—$1,000 (annual exclu-
sion) —$1,000 (martial deduction)). For
the fourth calendar quarter of 1971, the mari-
tal deduction 1is $5,000 (one-hsalf of $10,000);
the amount excluded under section 2503(b)
is zero because the entire $3,000 annual ex-
clusion was applied against the gifts made in
the first and second calendar quarters of
1971; and the amount of taxable gifis Is
$5,000 ($10,000—$5,000 (marital deduction)).

Ezample (5). A donor made transfers by
gift to his spouse of $2,000 cash on Janu-
ary 10, 1972, $2,000 cash on May 1, 1972, and
a remainder interest valued at $16,000 on
June 1, 1972. The donor made no other trans-
fers during 1972, For the first calendar quar-
ter of 1972, the marital deduction is zero
because $2,000 is excluded under section
2603(b), and the amount of taxable gifts is
also zero. For the second calendar quarter of
1972 the marital deduction is $9,000 (one-
half of $16,000 plus one-half of $2,000); the
amount excluded under section 2503(b) is
$1,000 because $2,000 of the 3,000 annual
exclusion was applied agalnst the gift made
in the first calendar quarter of 1971; and
the amount of taxable gifts is $8,000 ($18,000
—$1,000 (annual exclusion) —$9,000 (marital
deduction) ).

Ezample (6). A donor made transfers by
gift to his spouse of $2,000 cash on January
1, 1072, a remainder interest valued at $16,-
000 on January 5, 1972, and $2,000 cash on
April 30, 1972. The donor made no other
transfers during 1972. For the first calendar
quarter of 1972, the marital deduction is
$9,000 (one-half of $16,000 plus one-half of
$2,000); the amount excluded under section
2503 (b) is $2,000; and the amount of tax-
able gifts is $7,000 ($18,000 —$2,000 (annual
exclusion) —$9,000 marital deduction) ). For
the second calendar quarter of 1972 the
marital deduction is $1,000 (one-half of
$2,000); the amount excluded under section
2503(b) is $1,000 because §2,000 of the
$3,000 annual exclusion was applied against
the gift of the present interest in the first
calendar quarter of 1871; and the amount of
taxable gifts is zero ($2,000 —$1,000 (annual
exclusion) —$1,000 (marital deduction)).

Ezample (7). A donor made a transfer by
gift to his spouse of $12,000 cash on July
1, 1055. The donor made. no other transfers
during 1955. For the calendar year 19556 the
amount of the marital deduction is £6,000
(one-half of $12,000); the amount excluded
under section 2503(b) is $3,000; and the
amount of taxable gifts Is $3,000 (812,000
—£3,000 (annual exclusion) —$6,000 (marital
deduction) ).

(d) Valuation. I{ the income from
property is made payable to the donor or
another individual for life, or for a term
of years, with remainder absolutely to
the donor’s spouse or to her estate, the
marital deduction is equal to one-half
the present value of the remainder. The
present value of the remainder (that is,
its value as of the date of gift) is to be
determined in accordance with the rules
stated in § 25.2512-9 (§ 25.2512-5 in the
case of a remainder transferred before
January 1, 1971). See the example in
paragraph (d) of § 25.2512-9 (§ 25.2512-5

in the case of a remainder transferreq
before January 1, 1971). If the remainder
is such that its value is to be determineq
by a special computation (see § 25.2512-
9(e) ), a request for a specific factor, ac-
companied by a statement of the dates
of birth of each person, the duration of
whose life may affect the value of the
remainder, and by copies of the relevant
instruments may be submitted by the
donor to the Commissioner who, if con-
ditions permit, may supply the factor re-
quested. If the Commissioner does not
furnish the factor, the claim for deduc-
tion must be supported by a full state-
ment of the computation of the present
value, made in accordance with the prin-
ciples set forth in § 25.2512-9(e).

Par., 74, Section 25.2523(d)-1 is
amended to read as follows:

§ 25.2523(d)~1 Joint interests,

Section 2523(d) provides that if a
property interest is transferred to the
donee spouse as sole joint tenant with
the donor or as a tenant by the entirety,
the interest of the donor in the property
which exists solely by reason of the pos-
sibility that the donor may survive the
donee spouse, or that there may occur a
severance of the tenancy, is not for the
purposes of section 2523(b), to be con-
sidered as an interest retained by the
donor in himself. Under this provision,
the fact that the donor may, as surviving
tenant, possess or enjoy the property
after the termination of the interest
transferred to the-donee spouse does not
preclude the allowance of the marital
deduction with respect to the latier in-
terest. Thus, if the donor purchased real
property in the name of himself and wife
as tenants by the entirety, or as joint
tenants with right of survivorship and,
pursuant to the provisions of section 2515
(c), elected to treat such fransaction as
a completed gift in the calendar quarter
(calendar year with respect to gifts made
before January 1, 1971) affected, a mari-
tal deduction equal to one-half the value
of the interest of the donee spouse 1
such property may be taken. See para-
graph (¢) of §25,2523(b)-1, and section

524,

PAR. 75. Section 25.2524-1 is amended
to read as follows:

§ 25.2524-1 Extent of deductions.

Under the provisions of section 2524,
the charitable deduction provided for i
section 2522 and the marital deduction
provided for in section 2523 are allowable
only to the extent that the gifts, with
respect to which those deductions are
authorized, are included in the “total
amount of gifts” made during the calen-
dar quarter (with respect to gifts made
after December 31, 1970) or calenda‘!\
vear (with respect to gifts made before
January 1, 1971), computed as provided
in section 2503 and § 25.2503-1 (i.e. th'e
total gifts less exclusions). The follo“:
ing examples (in both of which_itﬂlf
assumed that the donor has previousy
utilized his entire $30,000 specific exemp-
tion provided by section 2521) ulustmt_e
the application of the provisions of this

section:
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gzample (1). A donor made transfers by
gift to his spouse of 85,000 cash on Janu-
ary 1, 1971, and $1,000 cash on April 5, 1971.
The donor made no other transfers during
1971, The first $3,000 of such gifts for the
calendar year is excluded under the provi-
sions of section 2503(b) in determining the
“total amount of gifts'* made during the first
calendar quarter of 1971. The marital deduc-
tion for the first calendar quarter of $2.500
(one-half of $5,000) otherwise allowable is
limited by section 2524 to $2,000. The amount
of taxable gifts is zero ($5,000—$3,000 (an-
nual exciusion) —$2,000 (marital deduc-
tion) ). For the second ecalendar quarter of
1971, the marital deduction is $500 (one-half
of $1,000); the amount excluded under sec-
tion 2503 (b) Is zero because the entire $3,000
annual exclusion was applied against the
gift in the first calendar guarter of 1971; and
the amount of taxable gifts 1s $500 ($1,000—
£500 (marital deduction) ).

Example (2). The only gifts made by &
donor to his spouse during calendar year
1069 were & gift of $2,400 In May and a gift
of $3,000 in August. The first $3,000 of such
gifts is excluded under the provisions of sec-
tion 2503(b) in determining the *“total
amount of gifts” made during the calendar
year, The marital deduction for 1969 of $2,700
(one-half of $2,400 plus one-half $3,000)
otherwise allowable is limited by section 2524
t0 §2,400. The amount of taxable gifts is zero
(85,400—$3,000 (annual exclusion) —$2.400
(marital deduction) ),

Par. 76. Section 25.6019 is amended to
read as follows:

§25.6019 Statutory provisions; gift tax
returns.

Skc. 6019, Gift taxr retwrns—(a) In gen-
eral. Any individual who in any calendar
quarter makes any transfers by gift (other
than transfers which under section 2503(b)
are not to be included in the total amount
of gifts for such quarter and other than
qualified charitable transfers) shall make a
return for such quarter with respect to the
gift tax imposed by subtitle B.

(b) Qualified eharitable . transfers—(1)
Return requirement. A return shall be made
of any qualified charitable transfer—

(A) For the first calendar quarter, in the
Calendar year in which the transfer is made,
‘or which a return is required to be filed
under subsection (a), or

(B) If no return is required to be filed
under subparagraph (A), for the fourth
‘alendar quarter in the calendar year in
Which such transfer is made.

-"\ return made pursuant to the provisions of
;18 paragraph shall be deemed to be & re-
vith respect to any transfer reported as
& qualified charitable transfer for the calen-
dar quarter in which such transfer was made.
. (2) Definition of qualified charitable trans-
Jer. For purposes of this section, the term
d charitable transfer' means a trans-
it with respect to which a deduc-
s allowable under section 2522 in an
amo 0t equal to the amount transferred.
I|"'~l Tenancy by the entirety. For provisions
| 81ng to requirement of return in the case
on as to the treatment of gift by

".‘)tcmmcy by the entirety, see sec-
S(e).

ol

“‘-"17? as amended by sec. 102(d) (3),
Estate, and Gift Tax Ad Jjustment Act
Stat, 1841) ]

 PiR. 77, Section 25.6019-1 is amended

0 read as follows:

§25.601 9-1
rf’ll”'ll_‘-

‘Ed In general. Except in the case of
{ttof a future interest in property, any

Persons

to file

required
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individual citizen or resident of the
United States who, within any calendar
year beginning after December 31, 1970,
makes a transfer or transfers by gift to
any one donee of a value or total value in
excess of $3,000 (other than qualified
charitable transfers described in para-
graph (b) of this section) must file a
gift tax return on Form 709 for—(1) the
calendar quarter in which the value of
the gift or the sum of the values of the
gifts to such donee during that calendar
year exceeds $3,000, and (2) for any sub-
sequent quarter within the same calen-
dar year in which any additional gift is
made to the same donee. For example,
assume that the only gifts made by A
during calendar year 1971 were gifts to
B of $2,000 on January 1, 1971, $2,000 on
July 1, 1971, and $2,000 on December 1,
1971. Thus, A must file a gift tax return
for the third and fourth calendar quar-
ters of 1971, but no return is required for
the first or second calendar quarter of
1971, Each citizen or resident must file
a return on Form 709 for the calendar
quarter beginning after December 31,
1970, in which he makes a gift of a future
interest in property, regardless of the
value of the transfer. If any individual
citizen or resident of the United States
makes a transfer or transfers by gift
within any calendar year from 1955 to
1970, inclusive, to any one donee of a
value or total value in excess of $3,000 (or
any gift of a future interest in property
regardless of value), he must file a gift
tax return on Form 709 for that year. The
rules contained in this section also apply
to a nonresident not a citizen of the
United States provided that under
§ 25.2511-3 the transfer is subject to the
gift tax. The return is required even
though because of the deductions au-
thorized by sections 2521 (specific ex-
emption), 2522 (charitable, etc., deduc-
tion), and 2523 (marital deduction), no
tax may be payable. Individuals only
are required to file returns and not trusts,
estates, partnerships or corporations.
Duplicate copies of the return are not
required to be filed. See §§ 25.6075-1 and
25.6091-1 for the time and place for filing
the gift tax return. For delinquency pen-
alty for failure to file return or pay the
tax, see section 6651 and § 301.6651-1 of
this chapter (Regulations on Procedure
and Administration). For criminal pen-
alties for failure to file a return and filing
a false or fraudulent return, see sections
7203, 7206, and 7207. For the gift tax
return requirements with respect to qual-
ified charitable transfers see paragraph
(b) of this section.

(b) Qualified charitable transfers—
(1) Definition. For purposes of this sec-
tion, a “‘qualified charitable transfer” is
a transfer by gift for which a deduction
is allowable under section 2522 for the
amount of the gift to the extent not ex-
cludable under section 2503(b) and the
regulations thereunder. For example, if
a donor gives securities outright to a
qualified charitable organization de-
scribed in section 2522, he is entitled to
a charitable deduction under section
2522 equal to the amount of the transfer
not otherwise excludable under section
2503(b), and therefore the transfer is a
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“qualified charitable transfer”. If, how-
ever, the donor makes a gift of a split-
interest, such as a gift to his son for life
of the annuity interest in a charitable
remainder annuity trust (see section
664), with a gift of the remainder in-
terest in the trust to charity upon ter-
mination of the son’s annuify interest,
the transfer is not a “qualified charita-
ble transfer” because the value of the
entire gift (i.e.,, the value of the entire
property transferred to the charitable
remainder trust) less the annual exclu-
sion provided by section 2503(b) exceeds
the deduction allowed under section
2522 for the charitable remainder. This
paragraph applies only to gifts made
after December 31, 1970.

(2) Relurn requirement. If a donor's
only gift during a calendar year was a
qualified charitable transfer of a present
interest in property the value of which
exceeds $3,000, the transfer must be re-
ported on a gift tax return for the fourth
calendar quarter of such year regardless
of when the qualified charitable transfer
was made during the calendar year.
However, if subsequent to such transfer
a return is required to be filed under
paragraph (a) of this section for a cal-
endar quarter prior to the fourth calen-
dar quarter of such calendar year, then
the qualified charitable transfer must
be reported on the return filed for such
calendar quarter. A return filed pursuant
to the provisions of this subparagraph,
reporting a gift as a qualified charitable
transfer, shall be treated as a return
with respect to such transfer for the cal-
endar quarter in which the transfer was
made. Therefore, if the reported transfer
is subsequently determined not to be a
qualified charitable transfer, the donor
shall be considered as having filed a re-
turn insofar as that transfer is con-
cerned. Thus, the period of limitations
on assessmenf under section 6501 runs
from the date en which the return re-
porting the transfer is filed.

(3) Ezamples. The application of this
paragraph may be illustrated by the fol-
lowing examples:

Ezample (1). On January 10, 1972, A
transfers by gift property in trust to make
certain payments therefrom to his wife for
her life, with the remainder to a charitable
organization upon the wife's death. Because
the transfer is not a qualified charitable
transfer, the entire transfer to the split-
interest trust must be reported on a gift tax
return filed on or before May 15, 1972, A may
be entitled to a gift tax charitable deduction
provided the trust qualifies under section
664 (charitable remainder trusts) or section
642(c) (5) (pooled income funds).

Ezxample (2). On January 1, 1971, B trans-
fers by gift $2,000 to C and $4,000 to a char-
itable organization. This latter gift is a quali-
fled charitable transfer. B made no other
gifts during 1971. B is not sequired to file a
return for the gift to C becauze of the §3,000
annual exclusion provided in section 2503
(b). The qualified charitable transfer is not
required to be reported until the return for
the fourth quarter of 1971 is filed. Thus, the
only gift tax return required for 1971 should
be filed on or before February 15, 1972,

Example (3), On March 2, 1971, D makes
a qualified charitable transfer. On June 1,
1871, he transfers by gift $10,000 to E. D
made no other gifts during 1971, Because a
return is required on or before August 15,
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1971, for the gift made in the second calen-
dar quarter of 1871, the qualified charitable
transfer must also be reported on that
return.

Example (4). A transfer by gift is made
by F in January of 1972 and reported as a
gualified charitable transfer on a return filed
on February 15, 19783, for the fourth calendar
quarter of 1972. The period of limitations on
assessment of gift tax llability with respect
to the claimed qualified charitable transfer
begins to run from February 15, 1973.

(¢) Deceased donor. If the donor dies
before filing his return, the executor or
administrator of his estate shall file the
return. If the donor becomes legally in-
competent before filing his return, his
guardian or committee shall file the
return.

(d) Ratification of return. The return
shall not be made by an agent unless by
reason of illness, absence, or nonresi-
dence, the person liable for the return is
unable to make it within the time pre-
scribed. Mere convenience is not sufficient
reason for authorizing an agent to make
the return. If by reason of illness, ab-
sence or nonresidence, a return is made
by an agent, the return must be ratified
by the donor or other person liable for
jts filing within a reasonable time after
such person becomes able to do so. If the
return filed by the agent is not so ratified,
it will not be considered the return re-
quired by the statute. Supplemental data
may be submitted at the time of ratifica-
tion. The ratification may be in the form
of a statement, executed under the penal-
ties of perjury and filed with the internal
revenue officer with whom the return was
filed, showing specifically that the return
made by the agent has been carefully

examined and that the person signing
ratifies the return as the donor’s. If a
return is signed by an agent, a statement
fully explaining the inability of the donor
must accompany the return.

Par. 78. Section 25.6019-2 is amended
to read as follows:

§ 25.6019-2 Returns required in case
of consent under section 2513.

Except as otherwise provided in this
section, the provisions of § 25.6019-1 are
applicable with respect to the filing of a
gift tax return or returns in the case of
a husband and wife who consent (see
§ 25.2513-1) to the application of section
2513. In such a case, if both of the con-
senting spouses are (without regard to
the provisions of section 2513) required
under the provisions of § 25.6019-1 to file
returns, returns must be filed by both
spouses. If only one of the consenting
spouses is (without regard to the provi-
sions of section 2513) required under
§ 25.6019-1 to file a return, & return must
be filed by that spouse. In the latter case,
if after giving effect to the provisions of
section 2513 the other spouse is con-
siderec to have made any gift (regardless
of value) of a future interest in property
or any gift or gifts to any one third-party
donee exceeding $3,000 in value, then a
return must also be filed by such other
spouse. Thus, if during any calendar
quarter (calendar year in the case of
gifts made before January 1, 1971) the
husband made a gift of $5,000 to a son
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(the gift not being a future interest in
property) and the wife made no gifts,
only the husband is required to file a re-
turn for such calendar quarter (calendar
year) . However, if the wife had made a
gift of $2,000 to the same son in the same
calendar quarter (calendar year), or if
the gift made by the husband had
amounted to $7,000, each spouse would
be required to file a return if the con-
sent is signified as provided in section
2513. (See §25,2502-1(c) (1) for the
definition of calendar quarter.)

PAr. 79. Section 25.6019-3 is amended
to read as follows:

§ 25.6019-3 Contents of return.

(a) In general. The return shall seb
forth: (1) Each gift made during the cal-
endar quarter (with respect to gifts made
after December 31, 1970) or calendar
year (with respect to gifts made before
January 1, 1971) which under sections
2511 through 2515 is to be included in
computing taxable gifts; (2) the deduc-
tions claimed and allowable under sec-
tions 2521 through 2524; and (3) the tax-
able gifts made for each of the preceding
calendar years and calendar quarters
(with respect to gifts made after Decem~
ber 31, 1970) or for each of the preced-
ing calendar years (with respect to gifts
made before January 1, 1971). (See
§ 25.2504-1.) In addition the return shall
set forth the fair market value of all gifts
not made in money, including gifts re-
sulting from sales and exchanges of
property made for less than full and ade-
quate consideration in money or money’s
worth, giving, as of the date of the sale
or exchange, both the fair market value
of the property sold or exchanged and
the fair market value of the considera-
tion received by the donor. If a donor
contends that his retained power over
property renders the gift incomplete (see
§ 25.2511-2) and hence not subject to tax
as of the calendar quarter or calendar
year of the initial transfer, the transac-
tion should be disclosed in the return
for the calendar quarter or calendar year
of the initial transfer and evidence show-
ing all relevant facts, including a copy
of the instrument of transfer, shall be
submitted with the return. The instruc-
tions printed on the return should be
carefully followed. A certified or verified
copy of each document required by the
instructions printed on the return form
shall be filed with the return. Any addi-
tional documents the donor may desire to
submit may be submitted with the return.

(b) Disclosure of iransfers coming
within provisions of section 2516. Section
2516 provides that certain transfers of
property pursuant to written property
settlements between husband and wife
are deemed to be transfers for full and
adequate consideration in money or
money’s worth if divorce occurs within
2 years. In any case where a husband
and wife enter into a written agreement
of the type contemplated by section 2516,
and the final decree of divorce is not
granted on or before the due date for the
filing of a gift tax return for the calen-
dar quarter (with respect to gifts made
after December 31, 1970) or calendar

year (with respect to gifts made before
January 1, 1971) in which the agreement
became effective (see § 25.6075-1), the
transfer shall be disclosed by the trans-
feror upon a gift tax return filed for the
calendar quarter or calendar year in
which the agreement became effective
and a copy of the agreement shall be at-
tached to the return. In addition, a cer-
tified copy of the final divorce decree
shall be furnished the internal revenue
officer with whom the return was filed
not later than 60 days after the divorce
is granted. Pending receipt of evidence
that the final decree of divorce has been
granted (but in no event for a period of
more than 2 years from the effective date
of the agreement), the transfer will ten-
tatively be treated as made for a ful
and adequate consideration in money or
money’s worth.

Par, 80. Section 25.6019-4 is amended
to read as follows:

§ 25.6019-4 Description of properly
listed on return.

The properties comprising the giits
made during the calendar quarter (with
respect to gifts made after December 31,
1970) or calendar year (with respect to
gifts made before January 1, 1971) shall
be listed on the return and shall be de-
scribed in such a manner that they may
be readily identified. Thus, there should
be given for each parcel of real estate a
legal description, its area, a short state-
ment of the character of any improve-
ments, and, if located in a city, the name
of the street and number. Description
of bonds shall include the number trans-
ferred, principal amount, name of obli-
gor, date of maturity, rate of interest,
date or dates on which interest is pay-
able, series number where there is more
than one issue, and the principsl ex-
change upon which listed, or the prin-
cipal business office of the obligor, if
unlisted. Description of stocks shall in-
clude number of shares, whether com-
mon or preferred, and, if preferred, what
issue thereof, par value, quotation &t
which returned, exact name of corpora-
tion, and, if the stock is unlisted, the lo-
cation of the principal business office, the
State in which incorporated and the date
of incorporation, or if the stock is listed,
the principal exchange upon which sold.
Description of notes shall include name
of maker, date on which given, date o
maturity, amount of principal, amoul*
of principal unpaid, rate of interest :m'd
whether simple or compound, and da‘u:
to which interest has been paid. If the
gift of property includes accrued 'mcon}w
thereon to the date of the gift,
amount of such accrued income snﬂ:{{
be separately set forth. Description 0
the seller’s interest in land comm_ct:
transferred shall include name of buyeh
date of contract, description of ])IU‘}I':
erty, sale price, initial payment, amout>
of installment payments, unpaid b~
ance of principal, interest rate and d‘.).'-‘
prior to gift to which interest has 3){“}::
paid. Description of life insurance POX-",
shall show the name of the insuret
the number of the policy. In des
an annuity, the name and address 0t =
issuing company shall be given, or, ¥
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payable out of & trust or other fund,
cuch o description as will fully identify
the trust or fund. If the annuity is pay-
able for a term of years, the duration
of the term and the date on which 1t
pegan shall be given, and if payable
for the life of any person, the date of
birth of that person shall- be stated.
Judgments shall be described by giv-
ing the title of the cause and the name
of the court in which rendered, date
of judgment, name and address of
judgment debtor, amount of judgment,
rate of interest to which subject, and by
stating whether any payments have been
made thereon, and, if so, when and in
what amounts,

Par. 81. Section 25.6075 is amended to
read as follows:

£25.6075 Statutory provisions; time for
filing gift tax returns.
Szc. 6075. Time for filing estate and gift
taz returns.
. = * - -

(b) Gift tax returns. Returns made under
section 6019 (relating to gift taxes) shall be
filed on or before the 15th day of the second
month following the close of the calendar
qtmr!er.

[Sec. 6075 as amended by sec. 102(d) (4),
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1842) |
Par. 82. Section 25.6075-1 is amended
to read as follows:
§25.6075-1 Returns;
gift tax returns.
The gift tax return required by section

6019 must be filed on or before the due
date. The due date is the date on or

time for filing

before which the return is required to be -

filed in accordance with the provisions
of section 6075(b) or the last day of the
period covered by an extension of time
granted, as provided in § 25.6081-1. With
respect to gifts made after December 31,
1970, unless an extension of time has
been granted, the due date is the 15th
day of the second month following the
c’.ose'of the calendar quarter in which
the gift was made. For example, the gift
lax return and payment of the tax for
& gift made on February 1, 1972, will be
due on or before May 15, 1972. If the
Same taxpayer also makes a taxable gift
on September 10, 1972, he must file a
Blft tax return and pay the tax attribut-
ﬂ'?')_le. to that gift by November 15, 1972.
With respect to gifts made before Jan-
1@3’ 1, 1971, unless an extension of time
185 been granted, the due date is the
! day of April following the close of
alendar year in which the gift was
ie. For example, if an individual
ks taxable gifts in January and April
»I 1970, he must file his gift tax return
‘&:d: bay the gift tax no later than
/ qd 15, 1971. When the due date falls

“aturday, Sunday, or a legal holiday,
an due date for filing the return is the
é:;-} :tfr{f.‘ceding day which is not Satur-
el Sunday, or & legal holiday. For defi-
a A‘Ox: of a_legal holiday, see section 7503
1§ 301.7503-1 of this chapter (Regu-
‘t?%mb. on Procedure and Administra-
‘00, As to additions to the tax for fail-

ure to file the return within the precribed
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time, see section 6651 and § 301.6651-1 of
this chapter (Regulations on Procedure
and Administration).

Par. 83. Section 25.6091-1 is amended
by revising paragraph (a) and by adding
a new paragraph (¢) immediately after
paragraph (b). These revised and added
provisions read as follows:

§ 25.6091-1 Place for filing returns and
other documents.

(&) In general. If the donor is a resi-
dent of the United States, the gift tax
return required by section 6019 shall be
filed with the district director for the
district in which the legal residence or
principal place of business of the donor
is located. If the donor is a nonresident
(whether or not a citizen), and his prin-
cipal place of business is located in an
internal revenue district, the gift tax re-
turn shall be filed with the district direc-
tor for the internal revenue district in
which the donor’s principal place of busi-
ness is located.

- L > . >

(¢) Returns of certain monresidents.
If the donor is a nonresident (whether
or not a citizen), and he does not have
a principal place of business which is
located in an internal revenue district,
the gift tax return required by section
6019, whether or not such return is made
by hand carrying, shall be filed with the
Director of International Operations, In-
ternal Revenue Service, Washington,
D.C. 20225, or in accordance with the

instructions applicable to such return.

PAR. 84. Section 25.6161 is amended to
read as follows:

§ 25.6161 Statutory provisions; exten-
sion of time for paying tax.

Sec. 6161, Eztension of time for paying
taz—(a) Amount determined by taxpayer 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 for payment thereof. Such exten-
sion may exceed 6 months in the case of a
taxpayer who is abroad.

- . - - -

(b) Amount determined as deficiency.
Under regulations prescribed by the Secre-
tary or his delégate, the Secretary or his dele~
gate may extend, to the extent provided
below, the time for payment of the amount
determined as a deficiency:

(1) In the case of a tax Imposed by chap-
ter 1, 12, or 42, for a period not to exceed 18
months from the date fixed for payment of
the deficiency, and, in exceptional cases, for
a further period not to exceed 12 months;

. - L » L

An extension under this subsection may be
granted only where it 1s shown to the satis-
faction of the Secretary or his delegate that
the payment of a deficlency upon the date
fixed for the payment thereof will result
in undue hardship to the taxpayer in the
case of a tax imposed by chapter 1 or 42, to
the estate In the case of a tax imposed by
chapter 11, or to the donor in the case of
a tax imposed by chapter 12. No extension
shall be granted if the deficlency is due to
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negligence, to intentional disregard of rules
and regulations, or to fraud with intent to
evade tax. i

[Sec. 6161 as amended by sec. 101(j), Tax
Reform Act 1969 (83 Stat. 530); sec. 101(h),
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1838) ]

Par. 85. Section 25.6324 is amended to
read as follows: ¢

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

Sec. 6324, Special liens for estate and gift

taxes—* * *

(b) Lien for gift tax, Except as otherwise
provided in subsection (c), unless the gift
tax imposed by chapter 12 is sooner pald in
full or becomes unenforceable by reason of
lapse of time, such tax shall be a lien upon
all gifts made during the period for which
the return was filed, for 10 years from the
date the gifts are made. If the tax is not pald
when due, the donee of any gift shall be
personally liable for such tax to the extent
of the value of such gift. Any part of the
property comprised in the gift transferred by
the donee (or by a transferee of the donee)
to a purchaser or holder of a security inter-
est shall be divested of the lien imposed by
this subsection and such lien, to the extent
of the value of such gift, shall attach to all
the property (including after-acquired prop-
erty) of the donee (or the transferee) ex-
cept any part transferred to a purchaser or
holder of a security interest.

(c) Ezxceptions. (1) The lien imposed by
subsection {a) or (b) shall not be valid as
against a mechanic’s llenor and, subject to
the conditions provided by section 6323(b)
(relating to protection for certain interests
even though noticed filed), shall not be valid
with respect to any lien or interest described
in section 6323(b).

(2) If a lien imposed by subsection (a) or
(b) 1s not valid as against a lien or security
interest, the priority of such lien or securlty
interest shall extend to any item described
in sectlon 6323(e) (relating to priority of
interest and expenses) to the extent that,
under local law, such item has the same
priority as the lien or security interest to
which it relates.

[Sec. 6324 as amended by sec. 236 (b), (¢),
Rev. Act 1964 (78 Stat. 127, 128); sec. 102,
Federal Tax Lien Act 1966 (80 Stat. 1132);
sec. 102(d) (7), Excise, Estate, and Gift Tax
Adjustment Act 1970 (84 Stat. 1842) |

Pag. 86, The following new sections are
inserted immediately before § 25.7101:

§ 25.6905 Statutory provisions;  dis-
charge of executor from personal li-
ability for decedent’s income and
gift taxes.

(a) Section 6905 as added by sectlon 101
(e) of the Excise, Estate, and Gift Tax Ad-
justment Act of 1970:

Sec. 6905. Discharge of executor from per-
sonal liability for decedent’s income and gift
tares—(a) Discharge of lability. In the case
of lability of a decedent for taxes imposed
by subtitle A or by chapter 12, if the executor
makes written application (filed after the
return with respect to such taxes is made
and filed in such manner and such form as
may be prescribed by regulations of the Sec-
retary or his delegate) for release from per-
sonal liability for such taxes, the Secretary or
his delegate may notify the executor of the
amount of such taxes. The executor, upon
payment of the amount of which he is no-
tified, or 1 year after receipt of the applica-
tion If no notification is made by the Sec-
retary or his delegate before such date, shall
be discharged from personal liability for any
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deficiency in such tax thereafter found to be
due and shall be entitled to a receipt or
writing showing such disct arge.

(b) Definition of executor. For purposes of
this section, the term “executor” means the
executor or administrator of the decedent ap-
pointed, qualified, and acting within the
United States.

(¢) Cross-reference. For discharge of ex-
ecutor from personal lability for taxes im-
posed under chapter 11, see section 2204.

[Sec. 6905 as added by sec. 101(e), Excise,
Estate, and Gift Tax Adjustment Act 1970
(84 Stat. 1837) ]

(b) Section 101(f) of the Excise, Estate,
and Gift Tax Adjustment Act of 1970:

(f) Reduction of Period for Discharge of
Executor from Personal Liability—Effective
with respect to the estates of decedents dying
after December 31, 1973, sections 2204 and
6905 are each amended by striking out “1
year" and inserting in leu thereof “9
months",

[Sec. 101(f), Excise, Estate, and Gift Tax
Adjustment Act 1970 (84 Stat. 1838)]

§ 25.6905-1 Discharge of executor from
personal liability for decedent’s in-
come and gift taxes.

For regulations concerning the dis-
charge of an executor from personal lia-
bility for a decedent’s income and gift
taxes, see § 301.6905-1 of this chapter
(Regulations on Procedure and Adminis-
tration).

PART 301—PROCEDURE AND
ADMINISTRATION

Par. 87, Section 301.6019 is amended
to read as follows:

§ 301.6019 Siatutory provisions;
tax returns.

Sk, 6019, Gift tax returns—(a) In general.
Any Indlyidual who In any calendar quarter
makes any ftransfers by gift (other than
transfers which under section 2503(b) are
not to be included in the total amount of
gifts for such quarter and other than quali-
fied charitable transfers) shall make a re-
turn for such quarter with respect to the
gift tax imposed by subtitle B.

(b) Qualified charitable transfers—(1) Re-
turn requirement. A return shall be made of
any qualified charitable transfer— 3

(A) For the first calendar quarter, in the
calendar year in which the transfer is made,
for which a return is required to be filed
under subsection (a), or

(B) If no return is required to be filed
under subparagraph (A), for the fourth cal-
endar quarter in the calendar year in which
such transfer is made.

gift

A return made pursuant to the provisions of
this paragraph shall be deemed to be a return
with respect to any transfer reported as a
gualified charitable transfer for the calendar
qguarter in which such transfer was made.
(2) Definition of qualified charitable irans-
fer. For purposes of this section, the term
“qualified charitable transfer” means a
transfer by gift with respect to which a
deduction is allowable under section 2522 in
an amount equal to the amount fransferred.
(C) Tenancy by the entirety. For provi-
sions relating to requirement of return in
the case of election as to the treatment of
gift by creation of tenancy by the entirety,
see section 2515(c). '

[Sec. 6019 as amended by sec. 102(d) (3).
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1841) ]
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Par. 88. Section 301.6036-1 is amended
by revising paragraph (b) to read as
follows:

§ 301.6036-1 Notice required of ex-
ecutor or of receiver or other like
fiduciary.

- - - - -

(b) Ezxecutors, administrators, and
persons in possession of property of de-
cedent. For provisions relating to the re-
quirement of filing, by an executor,
administrator, or person in possession of
property of a decedent, of a preliminary
notice in the case of the estate of a de-
cedent dying before January 1, 1971, see
§ 20.6036-1 of this chapter (Estate Tax
Regulations).

* - - » *

Par. 89. Section 301.6039 is amended
by revising the heading, by renumbering
section 6039 as section 6040, by deleting
paragraph (6), and by revising para-
graph (2) and the historical note to read
as follows:

§301.6040 Statutory provisions; cross
references.

Sec. 6040. Cross references.* * *

(2) For application by fiduciary for deter-
mination of tax and discharge from personal
liability therefor, see section 2204,

L Ll o+ ~ L
[Sec. 6037 as renumbered by sec. 64(c),
Technical Amendments Act 1958 (72 Stat.
1656); sec. 6, Act of Sept. 14, 1860 (Pub.
Law 86-780, 74 Stat. 1014); sec, 221(b), Rev.
Act 1964 (78 Stat. 73); as amended by sec.
305, Excise Tax Reduction Act 1985 (79 Stat.
148); sec. 101(d) (2), Excise, Estate, and Gift
Tax Adjustment Act 1970 (84 Stat. 1837)]

Par. 90. Section 301.6075 is amended
to read as follows:

§ 301.6075 Statutory provisions; time
for filing estate and gift 1ax returns,

Sec. 6075. Time for filing estate and gijt
tax returns—(a) Estate tax returns. Returns
made under sefecion 6018(a) (relating to
estate taxes) shall be filed within 9 months
after the date of the decedent’s death.

(b) Gift tax returns. Returns made under
section 6019 (relating to gift taxes) shall be
filed on or before the 15th day of the second
month following the close of the calendar
quarter.

[Sec. 6075 as amended by secs. 101(b), 102(d)
(4), Excise, Estate, and Gift Tax Adjustment
Act 1970 (84 Stat. 1836, 1842) ]

Par, 91. Section 301.6091 is amended
by revising section 6091(b) and by add-
ing a historical note. These revised and
added provisions read as follows:

§ 301.6091 Statutory provisions; place
for filing returns or other documents.

Sec. 6091. Place for filing returns or other
documents, * * *

(b) Tax returns. In the case of returns of
tax required under authority of part II of
this subchapter—

(1) Persons other than corporations—(A)
General Rule. Except as provided in subpara-
graph (B), & return (other than a corpora-
tion return) shall be made to the Secretary
or his delegate—

(1) In the internal revenue district in
which is located the legal residence or prin-
cipal place of business of the person making
the return, or

(i1) At a service center serving the inter.
nal revenue district referred to in clause (i),

as the Secretary or his delegate may by reg-
ulations designate. 2

(B) Ezception. Returns of—

(1) Persons who have no legal residence or
principal place of business in any internal
revenue district,

(i1) Citizens of the United States whose
principal place of abode for the period with
respect to which the return is filed is outside
the United States, ~

(iii) Persons who claim the benefits of
section 911 (relating to earned income from
sources without the United States), section
931 (relating to income from sources within
pessessions of the United States), or :
933 (relating to iIncome from sources \
Puerto Rico), and

(iv) Nonresident allen persons,

shall be made at such place as the Secr
or his delegate may by regulations desigr

(2) Corporations—(A) General rule. Ex-
cept as provided in subparagraph (B), a re-
turn of a corporation shall be made to the
Secretary or his delegate—

(i) In the Iinternal revenue district in
which is located the principal place of busi-
ness or principal office or agency of the cor-
poration, or

(1) At = service center serving the inter-
nal revenue district referred to in clause (1),

as the Secretary or his delegate may by reg-
ulations designate.

(B) Ezception. Returns of—

(1) Corporations which have no prin
place of business or principal office or ag
in any internal revenue district,

(11) Corporations which claim the ben
of section 922 (relating to special deduc
for Western Hemisphere trade corporation).

within possessions of the United States
section 941 (relating to the special de
tion for China Trade Act corporations), and

(ili) Forelgn corporations,

shall be made at such place as the Secrelary
or his delegate may by regulations desl 4

(3) Estate tax returns—(A) General rule.
Except as provided in subparagraph (B), re-
turns of estate tax reguired under on
6018 shall be made to the Secretary O 3
delegate—

(1) In the internal revenue district in
which was the domicile of the decedent &l
the time of his death, or

(i1) At a service center serving the Inter-
nal revenue district referred to in clause (1),
as the Secretary or his delegate may by regu-
lations designate. i

(B) Ezception. If the domicile of the de-
cedent was not in an internal revenue du-'
trict, or if he had no domicile, the estate t&X
return required under section 6018 shall be
made at such place as the Secretary or bis
delegate may by regulations designate.

(4) Hand-carried returns. Notwithstand g
ing paragraph (1), (2), or (8), a returd {"
which paragraph (1) (A), (2) (&), or (-).1 u,;»“1
would apply, but for this paragraph,.\\‘lhg
is made to the Secretary or his delegai? ’_v
hand-carrying shall, under regulations 1pf‘:;
scribed by the Secretary or his delegate. 5°
made in the internal revenue district rle:
ferred to in paragraph (1) (A) (1), (2) (&) ()
or (3) (A) (1), as the case may be. = 4

(5) Ezceptional cas)es. I:’:)tw;flhﬁtlasﬂma

aragraph (1), (2),7(3), or

gection.pthé )Sec(re)t.ar(y or his delegate mﬂq"l

permit & return to be filed in u:nc};: ;!;teé‘tfl;’;n

u

revenue district, and may x'et';t oo 'rreesu;'_F

nt to be filed in any {nternal rev-

El:gamﬁl;ﬂct selected by the Secretary or
his delegate.

29, 1972




[Sec. 6091 as amended by sec, 1(a), Act of
Nov. 2, 1966 (Public Law 89-713, 80 Stat.
1107); sec. 101(i), Excise, Estate, and Gift
Tax Adjustment Act 1970 (84 Stat. 1838) ]

Par. 92. Section 301.6091-1(b) is
amended by revising paragraph (b) (1)
to read as follows:

§301.6091-1 Place for filing returns
and other documents.
v * * . *

(b) Ezception for hand-carried docu-
ments other than returns. Notwithstand-
ing any other provisions of this
chapter—

(1) Persons other than corporations.
If a document, other than a return, of a
person (other than a corporation) is
hand carried, and if the document is
otherwise required to be filed with a
service center, such document may be
filed with the district director for the
internal revenue district in which is
located the legal residence or principal
place of business of such person, or, in
the case of an estate, the internal rev-

enue district in which was the domicile.

of the decedent at the time of his death.
A document may also be filed by hand
carrying such document to the appro-
priate service center, or, in the case of a
document required to be filed (i) with the
Office of International Operations, by
hand carrying to such Office, or (ii) with
the office of the assistant regional com-
missioner (alcohol and tobacco tax), by
hand carrying to such office.

* * * - L

Par. 93. Section 301.6161 is amended
by revising section 6161¢a) (1), by revis-
ing section 6161(h), and by revising the
historical note, These revised provisions
read as follows:

§301.6161 Statutory provisions; exten-
sion of time for paying tax.

Stc. 6161, Eztension of time for paying
taz—(a) Amount determined by tazpayer on
turn—(1) General rule. The Secretary or

delegate, except as otherwise provided in
title, may extend the time for payment
¢ amount of the tax shown, or required
0 be shown, on any return or declaration
required under authority of this title (or any

tallment thereof), for a reasonable period
¢ %o exceed 6 months (12 months in the
% of estate tax) from the date fixed for
yment thereof. Such extension may exceed
ths in the case of a taxpayer who is

abroad

_(b)  Amount determined as deficiency.
Under regulations prescribed by the Secretary

or

of his delegate, the Secretary or his delegate
may extend, to the extent provided below, the
for payment of the amount determined
45 a deficlency:
(1) In the case of a tax Imposed by chapter
' 12, or 42, for a period not to exceed 18
‘hs_ from the date fixed for payment of
eficlency and, in exceptional cases, for
: ther period not to exceed 12 months;
ll'b_ In the case of & tax imposed by chapter
' 1T a period not to exceed 4 years from

the date otherwise fix
deficlency, ed for payment of the

A extension under this subsection may be
faot 0 only where it is shown to the satis-
zéé 0’-1 Of the Secretary or his delegate that
ﬁ-‘edp-iyment of a deficlency upon the date
“ed for the payment thereof will result in

Undue hardship to the taxpayer in the case of

FEDERAL REGISTER, VOL. 37, NO. 251—FRIDAY, DECEMBER

RULES. AND REGULATIONS

a tax imposed by chapter 1 or 42, to the
estate in the case of a tax imposed by chapter
11, or to the donor in the case of a tax im-
posed by chapter 12. No extension shall be
granted if the deficliency is due to negligence,
to intentional disregard of rules and regula-
tlons, or to fraud with intent to evade tax.

[Sec. 6161 as amended by sec. 206(c), Small
Business Tax Revision Act 1958 (72 Stat.
1684); sec. 101(j), Tax Reform Act 1969 (83
Stat. 530); sec. 101(h), Excise, Estate, and
Gift Tax Adjustment Act 1970 (84 Stat
1838) |

Par. 94. Section 301.6212 is amended
by revising section 6212(a), by revising
section 6212(b) (1), by revising section
6212(c) (1), by revising section 6212(c)
(2) (A), and by revising the historical
note. These revised provisions read as
follows:

§ 301.6212 Siatutory provisions; notice
of deficiency.

Sec. 6212. Notice of deficiency—(a) In
general, If the Secretary or his delegate de-
termines that there is a deficiency In respect
of any tax imposed by subtitle A or B or
chapter 42, he is authorized to send notice
of such deficlency to the taxpayer by certi-
fled mail or registered mail.

(b) Address for nmotice of deficiency—(1)
Income and gift taxes and tares imposed
by chapter 42. In the absence of notice to
the Secretary or his delegate under section
6903 of the existence of a fiduciary relation-
ship, notice of a deficiency in respect of a
tax imposed by subtitle A, chapter 12, or
chapter 42, if mailed to the taxpayer at his
last known address, shall be sufficient for
purposes of subtitle A, chapter 12, chapter
42, and this chapter even If such taxpayer
is deceased, or is under a legal disability,
or, In the case of a corporation, has termli-
nated its existence.

(¢c) Further deficiency letters restricted—
(1) General rule. If the Secretary or his
delegate has maliled to the taxpayer a no-
tice of deficiency as provided in subsection
(a), and the taxpayer files a petition with
the tax court within the time prescribed
in section 6213(a), the Secretary or his dele-
gate shall have no right to determine any
additional deficiency of income tax for the
same taxable year, of gift tax for the same
calendar quarter, of estate tax In respect
of the taxable estate of the same decedent,
of section 4940 tax for the same taxable
year, or of chapter 42 tax (other than under
section 4940) with respect to any act (or
failure to act) to which such petition re-
lates, except in the case of fraud, and ex-
cept as provided In section 6214(a) (relating
to assertion of greater deficiencies before
the tax court), in section 6213(b)(1) (re-
lating to mathematical errors), or in sec-
tion 6861(c) (relating to the making of
Jeopardy assessments)..

(2) Crossreferences * * ¢

(A) Deficiency attributable to change of
election with respect to the standard deduc-
tion where taxpayer and his spouse made
separate returns, see section 144(b),

[Sec. 6212 as amended by secs. 76, 89(b),
Technical Amendments Act 1958 (72 Stat.
1661, 1665); sec. 112(d), Rev. Act 1964 (78
Stat. 24); secs. 101 (f), (§), Tax Reform
Act 1069 (83 Stat. 524, 526); sec. 102(d) (5),
Excise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat, 1842) |

PAR. 95. Section 301.6212-1 is amended
by revising paragraph (¢) to read as
follows:

28739
§ 301.6212-1 Notice of deficiency.

- . . * .

(¢c) Further deficiency letters re-
stricted. If the district director (or as-
sistant regional commissioner, appel-
late) mails to the taxpayer notice of a
deficiency, and the taxpayer files a pe-
tition with the tax court within the pre-
scribed period, no additional deficiency
may be determined with respect to in-
come tax for the same taxable year, gift
tax for the same calendar quarter (cal-
endar year with respect to gifts made
before January 1, 1971), or estate tax
with respect to the taxable estate of the
same decedent. This restriction shall not
apply in the case of fraud, assertion of
greater deficiencies before the tax court
as provided in section 6214(a), mathe-
matical errors as provided in section
6213(b) (1), or jeopardy assessments as
provided in section 6861(c).

Par. 96, Section 301.6214 is amended
to read as follows:

§ 301.6214 Statutory provisions; deter-
minations by Tax Court. g

Src. 6214. Determination by Tax Court—
(a) Jurisdiction as to increase of deficiency,
additional amounts, or additions to the taz.
Except as provided by section 7463, the Tax
Court shall have jurisdiction to redetermine
the correct amount of the deficlency even if
the amount so redetermined is greater than
the amount of the deficiency, notice of which
has been malled to the taxpayer, and to de-
termine whether any additional amount, or
addition to the tax should be assessed, if
claim therefor is asserted by the Secretary or
his delegate at or before the hearing or a
rehearing.

(b) Jurisdiction over other years and
quarters. The Tax Court in redetermining a
deficlency of income tax for any taxable year
or of gift tax for any calendar year or calen-
dar quarter shall consider such facts with
relation to the taxes for other years or calen-
dar quarters as may be necessary correctly
to redetermine the amount of such defictency,
but in so doing shall have no jurisdiction to
determine whether or not the tax for any
other year or calendar gquarter has been over-
pald or underpaid.

(¢) Tares imposed by section 507 or chap-~
ter 42. The Tax Court, in redetermining a
deficiency of any tax imposed by section 507
or chapter 42 for any period, act, or failure
to act, shall consider such facts with relation
to the taxes under chapter 42 for other pe-
riods, acts, or failures to act as may be nec-
essary correctly to redetermine the amount
of such deficiency, but in so doing shall have
no jurisdiction to determine whether or not
the taxes under chapter 42 for any other
period, act, or failure fo act have been over-
paid or underpaid.

(d) Final decisions of Tax Court. For pur-
poses of this chapter, chapter 42, and sub-
title A or B the date on which a decislon of
the Tax Court becomes final shall be deter-
mined according to the provisions of section
7481,

[Sec. 6214 as amended by secs. 101(j) (48),
960(a), Tax Reform Act 1969 (83 Stat. 530,
734); sec. 102(d) (8), Excise, Estate, and Gift
Tax Adjustment Act 1970 (84 Stat. 1841) |
Par. 97. Section 301.6314 is amended
by revising section 6314(e¢)(2) and by
adding a historical note. These revised
and added provisions read as follows:
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§ 301.6314 Statutory

ceipt for taxes.

Sec. 6314, Receipt for taxes. * * *

(¢) Cross-references. * * *

(2) For receipt of discharge of fiduciary
from personal liability, see section 2204,

[Sec. 6314 as amended by sec. 101(d) (2), Ex-
cise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1837) |

Par. 98. Section 301.6324 is amended
to read as follows:

§ 301.6324 Statutory provisions: special
liens for estate and gift taxes.

SEc. 6324, Special liens for estate and gijt
tazes—(a) Liens for estale taxz. Except as
otherwise provided in subsection (¢)—

(1) Upon gross estate. Unless the estate
tax imposed by chapter 11 is sooner pald in
full, or becomes unenforceable by reason
of lapse of time, it shall be a lien upon the
gross estate of the decedent for 10 years
from the date of death, except that such
part of the gross estate as Is used for the
payment of charges against the estate and
expenses of its administration, allowed by
any court having jurisdiction thereof, shall
be divested of such lien,

(2) Liability of transjerees and others.
It the estate tax imposed by chapter 11 is not
pald when due, then the spouse, transferee,
trustee (except the trustee of an employees'
trust which meets the requirements of sec-
tion 401(a)), surviving tenant, person in
possession of the property by reason of the
exercise, nonexercise, or release of a power
of appointment, or beneficiary, who receives,
or has on the date of the decedent’s death,
property included In the gross estate under
sections 2034 to 2042, Inclusive, to the ex-
tent of the value, at the time of the dece-
dent’s death, of such property, shall be per-
sonally liable for such tax. Any part of such
property transferred by (or transferred by
a transferee of) such spouse, transferee,
trustee, surviving tenant, person in posses-
slon, or beneficiary, to a purchaser or holder
of a security interest shall be divested of
the llen provided in paragraph (1) and a
like lien shall then attach to all the property
of such spouse, transferee, trustee, surviving
tenant, person in possession, or beneficiary,
or transferee of any such person, except any
part transferred to a purchaser or a holder
of a security interest.

(38) Continuance ajter diseharge of fiduei-
ary. The provisions of section 2204 (relating
to discharge of fiduclary from personal lla-
bility) shall not operate as a release of any'
part of the gross estate from the lien for
any deficiency that may thereafter be deter-
mined to be due, unless such part of the
gross estate (or any interest therein) has
been transferred to a purchaser or a holder
of a security interest, in which case such
part (or such interest) shall not be subject
to a lien or to any claim or demand for any
such deficiency, but the lien shall attach
to the consideration received from such
purchaser or holder of a security interest, by
the heirs, legatees, devisees, or distributees.

(b) Lien for gift tax. Except as otherwise
provided In subsection (c), unless the gift
tax imposed by chapter 12 is sooner paid in
full er becomes unenforceable by reason of
lapse of time, such tax shall be a lien upon
all gifts made during the period for which
the return was filed, for 10 years from the
date the gifts are made. If the tax is not pald
when due, the donee of any gift shall be per-
sonally llable for such tax to the extent of
the value of such gift. Any part of the prop-
erty comprised in the gift transferred by
the donee (or by a transferee of the donee)
to a purchaser or haolder of a security inter-
est shall be divested of the lien imposed by
this subsection and such lien, to the extent

provisions; re-
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of the value of such gift, shall attach to all
the property (including after-acquired prop-
erty) of the donee (or the transferee) except
any part transferred to a purchaser or holder
of a security interest.

(¢) Ezeceptions. (1) The lien imposed by
subsection (a) or (b) shall not be valid as
against a mechanic’s lienor and, subject to
the conditions provided by section 6323(h)
(relating to protection for certain interests
even though noticed filed), shall not be
valid with respect to any lien or interest de-
scribed in section 6323(b).

(2) If a lien imposed by subsection (a) or
(b) is not valid as against a lien or security
interest, the priority of such llen or security
interest shall extend to any item described
in section 6323 (e) (relating to priority of in-
terest and expenses) to the extent that, un-
der local law, such item has the same priority
as the llen or security interest to which 1t
relates.

[Sec. 6324 as amended by sec. 236 (b), (c),
Rev. Act 1964 (78 Stat. 127, 128); sec. 102,
Federal Tax Lien Act 1966 (80 Stat. 1132);
secs. 101(d) (2), 102(d) (7)., Excise, Estate,
and Gift Tax Adjustment Act 1970 (84 Stat.
1837, 1842)]

Par. 99. Section 301.6324-1 is amended
to read as follows:

§ 301.6324-1 Special liens for estate
and gift taxes; personal liability of
transferees and others.

(a) Estate tax. (1) A lien for estate
tax attaches at the date of the decedent’s
death to every part of the gross estate,
whether or not the property comes into
possession of the duly gualified executor
or administrator. The lien attaches to
the extent of the tax shown to be due
by the return and of any deficiency in tax
found to be due upon review and audit.
If the estate tax is not paid when due,
then the spouse, transferee, trustee (ex-
cept the trustee of an employee’s trust
which meets the requirements of section
401(a) ), surviving tenant, person in pos-
session of the property by reason of the
exercise, nonexercise, or release of a
power of appointment, or beneficiary,
who receives, or has on the date of the
decedent’s death, property included in
the gross estate under sections 2034 to
2042, inclusive, shall be personally liable
for the tax to the extent of the value, at
the time of the decedent’s death, of the
property.

(2) Unless the tax is paid in full or
becomes unenforceable by reason of
lapse of time, and except as otherwise
provided in paragraph (c) of this sec-
tion, the lien upon the entire property
constituting the gross estate continues
for a period of 10 years after the dece-
dent’s death, except that the lien shall
be divested with respect to—

(i) The portion of the gross estate
used for the payment of charges against
the estate and expenses of its adminis-
tration allowed by any court having
jurisdiction thereof;

(1i) Property included in the gross es-
tate under sections 2034 to 2042, inclu-
sive, which is transferred by (or trans-
ferred by the transferee of) the spouse,
transferee, trustee, surviving tenant,
person in possession of the property by
reason of the exercise, nonexercise, or
release of a power of appointment, or
beneficiary to a purchaser or holder of a

security interest. In such case a like lien
attaches to all the property of the
spouse, transferee, trustee, surviving
tenant, person in possession, beneficiary,
or transferee of any such person, except
the part which is transferred to a pur-
chaser or a holder of a security interest.
See section 6323(h) (1) and (6) and the
regulations thereunder, respectively, for
the definitions of “security interest” and
“purchaser”;

(iii) The portion of the gross estate
(or any interest therein) which has been
transferred to a purchaser or holder of
a security interest if payment is made
of the full amount of tax determined by
the district director pursuant to a re-
quest of the fiduciary (executor, in the
case of the estate of a decedent dying
before January 1, 1971) for discharge
from personal liability as authorized by
section 2204 (relating to discharge of
fiduciary from personal liability) but
there is substituted a like lien upon the
consideration received from the pur-
cheéset or holder of a security interest;
an

(iv) Property as to which the district
director has issued a certificate releasing
& lien under section 6325(a) and the reg-
ulations thereunder.

(b) Lien for gijt tax. Except as pro-
vided in paragraph (¢) of this section, a
lien attaches upon all gifts made during
the period for which the return was filed
(see § 25.6019-1 of this chapter) for the
amount of tax imposed upon the gifts
made during such period. The lien ex-
tends for a period of 10 years from the
time the gifts are made, unless the tax
is sooner paid in full or becomes unen-
forceable by reason of lapse of time. If
the tax is not paid when due, the donee
of any gift becomes personally liable for
the tax to the extent of the value of his
gift. Any part of the property comprised
in the gift' transferred by the donee (or
by a transferee of the donee) to a pur-
chaser or holder of a security interest is
divested of the lien, but a like Iien, fo the
extent of the value of the gift, attaches
to all the property (including after-
acquired property) of the donee (or the
transferee) except any part transferred
to a purchaser or holder of a security in-
terest. See séction 6323(h) (1) and (6)
and the regulations thereunder, respec-
tively, for the definitions of “security in-
terest” and “purchaser.” :

(c) Exceptions. (1) A lien descri}'zcd in
either paragraph (a) or paragrapi (b)
of this section is not valid against &
mechanic’s lienor (as defined in sefimﬂ
6323(h) (2) and the regulations there-
under) and, subject to the conditions SFL
forth under section 6323(b) (remmr:'n0
protection for certain lntex:ests v ?"1
though notice filed), is not valid with r¢-
spect to any lien or interest described 7
section 6323(b) and the regulations
thereunder. . el

(2) If a lien described in Qlller'l‘uii-‘-‘f:
graph (a) or paragraph (b) of this s¢v
tion is not valid against a lien or secur’ts
interest (as defined in section 6373‘1 o
(1) and the regulations thereunder) cA:t
priority of the lien or security inter c
extends to any item described in sectio:
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§323(e) (relating to priority of interest
and expenses) to the extent that, under
local law, the item has the same priority
as the lien or security interest to which
it relates.

(d) Application of lien imposed by sec-
tion 6321. The general lien under section
6321 and the special lien under subsec-
tion (a) or (b) of section 6324 for the
estate or gift tax are not exclusive of
each other, but are cumulative. Each lien
will arise when the conditions precedent
to the creation of such lien are met and
will continue in accordance with the pro-
visions applicable to the particular lien.
Thus, the special lien may exist without
the general lien being in force, or the
general lien may exist without the spe-
cial lien being in force, or the general
lien and the special lien may exist simul-
taneously, depending upon the facts and
pertinent statutory provisions applicable
to the respective liens.

Par, 100. Section 301.6501(e) is
amended by revising the heading, by re-
vising the heading of section 6501(¢e), by
revising section 6501 (e) (2), by adding a
new paragraph (3) immediately after
paragraph (2), and by adding a historical
note. These revised and added provisions
read as follows:

§301.6501(e) Statutory provisions;
limitations on assessments and col-
lection; substantial omissien of
items,

Sec. 6501. Limitations on assessment and
collection, = & *

(e) Substantial omission of items.

(") Estate and gift tares. In the case of a
**** urn of estate tax under chapter 11 or a
return of gift tax under chapter 12, if the
taxpayer omits from the gross estate or from
the total amount of the gifts made during
the period for which the return was filed
items includible in such gross estate or such
total gifts, as the case may be, as exceed in
amount 25 percent of the gross estate stated
in the return or the total amount of gifts

stated In the return, the tax may be assessed,
ora proceedlng in court. for the collection of

was filed. In determining the items omitted
from the gross estate or the total gifts, there
shall not be taken into account any item

°h is omitted from the gross estate or from
the total gifts stated in the return if such
item is disclosed in the return, or in a state-
ment attached to the return, in a manner
adequate to apprise the Secretary or his
ate of the nature and amount of such

item,

3) Ezxcise -tazes. In the case of a return
of a tax imposed under a provision of sub-
ttle D, if the return omits an amount of
Such tax properly includible thereon which
cw.r;eods 25 percent of the amount of such
tax reported thereon, the tax may be assessed,
‘f 8 proceeding in court for the collection of
“‘ ch tax may be begun without assessment,
at any time within 6 years after the return is
fled. In determining the amount of tax
ed on a return, there shall not be taken
account any amount of tax imposed by
er 42 which s omitted from the return
¢ transaction giving rise to such tax is
osed in the return, or in a statement at-
d to the return, in a manner adequate to
se the Secretary or his delegate of the
stence and nature of such item.

[Sec. 6501 (e) as amended by sec. 810(b), Ex-
se Tax Reduction Act 1965 (79 Stat. 169);
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sec. 101(g) (3), Tax Reform Act 1069 (83 Stat.
525); sec. 102(d) (8), Excise, Estate, and Gift
Tax Adjustment Act 1970 (84 Stat. 1842) |

Par. 101, Section 301.6501(e)-1 is
amended by revising paragraph (b) (1) te
read as follows:

§ 301.6501(e)-1 Omission from return.

- - - - -

(b) Estate and gift taxes. (1) If the
taxpayer omits from the gross estate as
stated in the estate tax return, or from
the total amount of the gifts made dur-
ing the period for which the gift tax re-
turn was filed (see §25.6019-1 of this
chapter) as stated in such return, an
item or items properly includible therein
the amount of which is in excess of 25
percent of the gross estate as stated in
the return, or 25 percent of the total
amount of the gifts as stated in the re-
turn, the tax may be assessed, or a
proceeding in court for the collection
thereof may be begun without assess-
ment, at any time within 6 years after
the return was filed.

* - - Y - t

Par. 102. Section 301.6504 is amended
by deleting paragraph (8), by revising
paragraph (3) and (9), and by revising
the historical note to read as follows:

§ 301.6504 Statutory provisions; cross-
references.

SEc. 6504. Cross-references.

(3) Change of election with respect to
the standard deduction where taxpayer and
his spouse make separate returns, see sec-
tion 144(Db).

(9) Application by fiduciary for discharge
from personal liability for estate tax, see sec<
tion 2204.

[Sec. 6504 as amended by sec. 4(d), Act of
Apr. 2, 1956 (Pub. Law 466, 84th Cong., 70
Stat. 91); sec, 208(e) (5), Highway Rev. Act
1956 (70 Stat. 397); sec. 84(b), Technical
Amendments Act 1958 (72 Stat. 1664); sec.
112(d), Rev. Act 1964 (78 Stat. 24); sec. 213
(¢), Tax Reform Act 1969 (83 Stat. 572); sec.
101(d) (2), Excise, Estate, and Gift Tax Ad-
justment Act 1970 (84 Stat. 1837) |

Par. 103. Section 301.6512 is amended
by revising so much of section 6512(a)
as precedes paragraph (1) thereof, by
revising section 6512(b) (1), and by re-
vising the historical note. These revised

provisions read as follows:

§ 301.6512 Statutory provisions; limita-
tions in ease of petition to Tax

Court.

Sec. 6512. Limitations in case of petition
of Tax Court—(a) Effect of petition of Tazx
Court. If the Secretary or his delegate has
mailed to the taxpayer a notice of deficiency
under section 6212(a) (relating to defici-
encies of Income, estate, gift, and chapter 42
taxes) and if the taxpayer files a petition
with the Tax Court within the time pre-
seribed in section 6213(a), no credit or refund
of income tax for the same taxable year, of
gift tax for the same calendar year or calen-
dar quarter, of estate tax in respect of the
taxable estate of the same decedent, or of
tax imposed by chapter 42 with respect to
any act (or fallure to act) to which such peti-
tion relates, in respect of which the Secretary
or his delegate has determined the deficiency
shall be allowed or made and no suit by the

L
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taxpayer for the recovery of any part of the
tax shall be Instituted In any court except—
s - - - -

(b) Overpayment determined by Taz
Court—(1) Jurisdiction to determine. Except
as provided by paragraph (2) and by sec-
tion 7463, if the Tax Court finds that there
is no deficiency and further finds that the
taxpayer has made an overpayment of in-
come tax for the same taxable year, of gift
tax for the same calendar year or calendar
quarter, of estate tax In respect of the taxa-
ble estate of the same decedent, or of tax
imposed by chapter 42 with respect to any
act (or failure to act) to which such petition
relates, in respect of which the Secretary or
his delegate determined the deficiency, or
finds that there is a deficiency but that the
taxpayer has made an overpayment of such
tax, the Tax Court shall have jurlsdiction to
determine the amount of such overpayment,
and such amount shall, when the decision of
the Tax Court has become final, be credited
or refunded to the taxpayer.

* - -

-
[Sec. 6512 as amended by sec. 4, Act of
Oct. 23, 1862 (Public Law 87-870, 76 Stat.
1161); seecs, 101(J), 960(b), Tax Reform Act
1969 (83 Stat. 526, 734); sec. 102(d) (9), Ex~
cise, Estate, and Gift Tax Adjustment Act
1970 (84 Stat. 1842) |

PAR. 104. Section 301.6512-1 is amended
by revising paragraph (a) (1), and by re-
vising so much of paragraph (b) as
precedes subparagraph (1) thereof.
These revised provisions read as follows:

§ 301.6512~1 Limitations in case of pe-
tition to Tax Court.

(a) Effect of petition to Tax Court—
(1) General rule. If a person, having a
right to file a petition with the Tax Court
with respect to a deficiency in income,
estate, or gift tax imposed by subtitle A
or B of the Code, has filed such petition
within the time prescribed in section
6213(a), no credit or refund of income
tax for the same taxable year, or of gift
tax for the same calendar year or calen-
dar quarter, or of estate tax in respect of
the taxable estate of the same decedent,
in respect of which a district director (or
an assistant regional commissioner, ap-~
pellate) has determined the deficiency,
shall be allowed or made, and no suit in
any court for the recovery of any part of
such tax shall be instituted by the tax-
payer, except as to items set forth in
subparagraph (2) of this paragraph,

* > * - L

(b) Overpayment determined by Tax
Court. If the Tax Court finds that there
is no deficiency and further finds that
the taxpayer has made an overpayment
of income tax for the same taxable year,
or of gift tax for the same calendar year
or calendar quarter, or of estate tax in
respect of the taxable estate of the same
decedent, in respect of which a district
director (or an assistant regional com-
missioner, appellate) has determined the
deficiency, or finds that there is a defi-
ciency but that the taxpayer has made
an overpayment of such tax, the over-
payment determined by the Tax Court

" shall be credited or refunded to the tax-

payer when the decision of the Tax Court
has become final. (See section 7481, re-

lating to the date when Tax Court deci-
sion becomes final.) No such credit or
refund shall be allowed or made of any
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portion of the tax unless the Tax Court
determines as part of its decision that
such portion was paid—
» - - L -
Par. 104a. Section 301.6601-1 1is
amended by revising paragraph (b) (2)
to read as follows:

§ 301.6601-1 Interest on underpay-
ments.
* - * L L
(b) Exceptions to the general

Tule— * 5 ®

(2) Time for payment of estate tax
extended or postponed. In the case of an
estate tax—

(i) If an extension of time has been
granted, in accordance with section
6161(a) (2) or section 6166, for paying
any portion of the tax shown on an es-
tate tax return, or

(ii) If the time for payment of the
portion of the tax attributable to a re-
versionary or remainder interest is ex-
tended or postponed in accordance with
the provisions of section 6163,

such portion shall bear interest at the
rate of 4 percent per annum from the
expiration of 9 months (15 months, if
the decedent died on or before Decem=
ber 31, 1970) after the date of the dece-
dent’s death to the date of the expiration
of the period of the extension or post-
ponement or to the date on which pay-
ment is received, whichever is earlier. If
any part of such portion is paid before
the date of the expiration of the period
of the extension or postponement, such
part shall bear interest only to the date
on which payment is received. If, how-
ever, the full amount of the tax to which
the extension or postponement applies is
not paid on or before the date of the
expiration of the period of the extension
or postponement, the unpaid amount
shall bear interest at the rate of 6 per-
cent per annum from the date of the
expiration of the period of the extension
or postponement to the date on which
payment is received.
. »* - L] -

Par. 105. The following sections are in-
serted immediately after § 301.6904.

§ 301.6905 Statutory provisions; dis-
charge of executor from personal li-
ability for decedent’s income and gift
taxes.

(a) Bection 6905 as added by section 101
(e) of the Excise, Estate, and Gift Tax Ad-
Justment Act of 1970:

SEc, 6905. Discharge of evecutor from per-
sonal Uability for decedent’s income and gift
taxes—(a) Discharge of lability. In the case
of lability of a decedent for taxes imposed by
subtitle A or by chapter 12, if the executor
makes written application (filed after the re-
turn with respect to such taxes is made and
filed In such manner and such form as may
be prescribed by regulations of the Secretary
or his delegate) for release from personal li-
ability for such taxes, the Secretary or his
delegate may notify the executor of the
amount of such taxes, The executor, upon
payment of the amount of which he is notl-
fled, or 1 year after receipt of the application
if no notification is made by the Secretary or
his delegate before such date, shall be dis-
charged from personal liability for any defl-
clency in such tax thereafter found to be

FEDERAL REGISTER, VOL., 37, NO. 251—FRIDAY, DECEMBER

RULES AND REGULATIONS

due and shall be entitled to a receipt or writ=
ing showing such discharge.

(b) Definition of executor. For purposes
of this section, the term ‘executor’” means
the executor or administrator of the dece-
dent appointed, qualified, and acting within
the United States.

(¢) Cross reference. For discharge of exec-
utor from personal liability foi taxes imposed
under chapter 11, see section 2204.

[Sec. 6905 as added by sec, 101(e), Exclse,
Estate, and Gift Tax Adjustment Act 1970
(84 Stat, 1837) |

(b) Section 101(f) of the Excise, Estate,
and Gift Tax Adjustment Act of 1070;

(f) Reduction of Period for Discharge of
Executor from Personal Liability.—Effective
with respect to the estates of decedents dying
after December 31, 1973, sections 2204 and
6905 are each amended by striking out “1
vear” and inserting in lieu thereof "9
months'.

[Sec. 101(f), Excise, Estate, and Gift Tax
Adjustment Act 1970 (84 Stat, 1838) |

§ 301.6905~1 Discharge of executor
from personal liability for decedent’s
income and gift taxes.

(a) Discharge of liability. With re-
spect to decedents dying after December
31, 1970, the executor of a decedent’s es-
tate may make written application to the
applicable internal revenue officer with
whom the estate tax return is required
to be filed, as provided in § 20.6091-1 of
this chapter, for a determination of the
income or gift taxes imposed upon the
decedent by subtitle A or by chapter 12
of the Code, and for a discharge of per-
sonal liability therefrom. If no estate tax
return is required to be filed, then such
application should be filed where the de-
cedent’s final income tax return is re-
quired to be filed. The application must
be filed after the return with respect to
such income or gift taxes is filed. With-
in 9 months (1 year with respect to the
estate of a decedent dying before Janu-
ary 1, 1974) after receipt of the applica-
tion, the executor shall be notified of the
amount of the income or gift tax and,
upon payment thereof, he will be dis-
charged from personal liability for any
deficiency in income or gift tax there-
after found to be due. If no such notifi-
cation is received, the executor is dis-
charged at the end of such 9 month (1
vear with respect to the estate of a de-
cedent dying before January 1, 1974)
period from personal liability for any de-
ficiency thereafter found to be due. The
discharge of the executor under this sec-
tion from personal liability applies only
to him in his personal capacity and to his
personal assets. The discharge is not ap-
plicable to his liability as executor to the
extent of the assets of the estate in his
possession or control. Further, the dis-
charge does not operate as a release of
any part of the property from the lien
provided under section 6321 or the spe-
cial lien provided under subsection (a)
or (b) of section 6324.

(b) Definition of “executor”. For pur-
poses of this section, the term “‘execu-
tor” means the executor or administra-
tor of the,decedent appointed, qualified,
and acting within the United States.

(c) Cross reference. For provisi

concerning the discharge of the executor

from personal liability for estate taxes
imposed by chapter 11 of the Code, see
sec(tl'.lon 2204 and the regulations there-
under.

[FR Doc.72-22292 Filed 12-28-72;8:50 am|

[T.D. 7241]

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

PART 53—FOUNDATION EXCISE
TAXES

Definitions and Special Rules

On April 3, 1971, notice of proposed rule
making with respect to the amendment
of the Income Tax Regulations (26 CFR
Part 1) and the Foundation Excise Tax
Regulations (26 CFR Part 53) under
sections 507(d) (2) and 4946 of the In-
ternal Revenue Code of 1954 (relating
to definifions and special rules for
private foundations) to reflect the
changes made by section 101 of the Tax
Reform Act of 1969 (83 Stat. 492) was
published in the FEDERAL REGISTER (36
F.R. 6429). After consideration of all
such relevant matter as was presented
by interested persons regarding the rules
proposed, the amendment of the regula-
tions as proposed is hereby adopted, sub-
ject to the changes set forth below:

ParacrAPH 1. Section 1.507-6, as set
forth in paragraph 1 of the appendix to
the notice of proposed rule making, is
changed by revising paragraph (a)(l)
and (c)(3). These revised provisions
read as set forth below.

PAR. 2. There is inserted immediately
before § 53.4948, as set forth in paragraph
2 of the appendix to the notice of pro-
posed rule making, a new heading for
subpart G, as set forth below.

PAR, 3. Section 53.4946-1, as set forth
in paragraph 2 of the appendix to the
notice of proposed rule making, Iis
changed by revising paragraph (a)(1)
(ii), by adding new subparagraphs (5),
(6), (7), and (8) to paragraph (a), and
by revising paragraphs (d) (1) and ().
These amended and added provisions
read as set forth below.

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

[SEAL] JOHNNIE M. WALTERS,
Commissioner of Internal Revenuc.

Approved: December 26, 1972.

FREDERICK W. HICKMAN,
Assistant Secretary
of the Treasury.

In order to provide Income Tax Reg-
ulations (26 CFR Part 1) and Founda-
tion Excise Tax Regulations (26 CFR
Part 53) under sections 507(d) (2) and
4946 of the Internal Revenue Codeé of
1954 as added by the Tax Reform Act
of 1969 (83 Stat. 515), there are tt_dfiﬁ’a
the following regulations, In addition
temporary Treasury regulations §§ 1434
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