
28710 RULES AND REGULATIONS

In California from the areas quarantined 
because of exotic Newcastle disease. 
Therefore, the restrictions pertaining to 
the interstate movement of poultry, 
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 impose certain re­
strictions necessary to prevent the inter­
state spread of exotic Newcastle disease, 
a communicable disease of poultry, 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 F ederal R egister.

Done at Washington, D.C., this 22d day 
of December 1972.

Q. H. W ise ,
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 F ederal R egister (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.S.C. I l l ,  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 (c) is redesignated 
as paragraph (d), and a new paragraph 
(c) is added to read:
§ 8 2 .4  R estrictions on  interstate m ove- 

r m ent from  quarantined areas.
(c) A lot consisting of no more than 

two psittacine or mynah birds or birds

of any other species, which are not 
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 movement2 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 quarantined area during that pe­
riod; (2) prior to such movement, the 
owner signs an agreement3 on a form 
obtainable from a Federal inspector in 
the State of origin of the movement2 
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;3 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 3 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, 32 Stat. 791-792, as amended; secs. 1-4, 
33 Stat. 1264, 1265, as amended; secs. 3 and 
11, 76 Stat. 130, 132; 21 U.S.C. 111-113, 115, 
117, 120, 121, 123-126, 134b, 134f; 29 F.R. 
16210, as amended, 36 F.R. 20707, 21529, 
21530, 37 F.R. 6327, 6505)

Effective date. The amendments shall 
become effective upon publication in the 
F ederal R egister (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

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.S.C. 553, good 
cause is found for making them effective 
less than 30 days after publication in the 
F ederal R egister.

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

G. H. W ise,
Acting Administrator, Animal 

and Plant Health Inspection Service. 
[FR Doc.72-22404 Filed 12-28-72;8:49 am.]

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.Ç. 
20250.  ̂ ..

»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.

Title 10— ATOMIC ENERGY
Chapter I— 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 facility is  in i­
tiated by the issuance of a notice of hear­
ing signed by the Secretary o f the 
Commission, after the application has 
been docketed. Any petitions for  iRWf* 
vention or limited appearance filed  with  
the Commission are ruled on by the 
atomic safety and licensing board desig­
nated to preside over the hearing, gener­
ally at a special prehearing conference  
held within sixty (60) days after  the 
notice of hearing has been published , m  
contrast, a proceeding for am operatm g  
license for a facility starts with a  not ce 
of consideration of issuance of .facili y 
operating license and op p ortu n ity  . 
hearing. In such proceedings, any pei- 
tions for intervention and h earm g a 
ruled on by the Commission. W h erew ar  
ranted, the Commission orders a  feeaim s 
and issues a notice of hearing.

The Commission has amended its  ru 
of practice to permit atomic safe^an^ 
licensing boards to assume ^  ntion 
of ruling on petitions 
and hearing in operating hcensep 
ings. This function may be exerc  
either by a board designated for P ^  
ticular operating license P j o j e e g  
by a board designated to \
titions. If the board ^ ¿  otice stating will issue an appropriate notice &
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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
priate. . > i 3

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 petition 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 or 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 F ederal R egister (12-29-72).

1. The second sentence of § 2.105(e) is 
amended to read as follows:.
§ 2.105 Notice o f  proposed action.

* * * y  * *
(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 
uie Atomic Safety and Licensing Board 
Panel will rule on the request and/or 
petition and the Secretary or the desig- 
nated atomic safety and licensing board 
will issue a notice of hearing or an 
appropriate order.

* * * * *  
¿ S e c t io n  2.700 is amended to read as

§ 2.700 Scope o f  subpart.

orJ*16 genera,l rules in this subpart go
S L ÏF W ÏÏ*  ^  a11 adjudications ii îated by the issuance of an order 

ow cause, an order pursuant to § 2.2 
Z ; " .n,0tlce.of hearing, or a notice 
§2?0r  action issued pursuant

license or other proposed action 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 .7 1 4  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 undèr 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 shall 
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) hav­
ing common interests represented by a 
spokesman, and (3) retaining authority 
to determine priorities and control the 
compass of the hearing. /

amen'iSi + firSt.  sentence of §2.702 amended to read as follows:
§ 2.702 Docket.

foreLv!ecretary wm maintain a doc 
c o m S  ?rocee! ing object to this p£ 

i?me^cin8' with the issuance of the .i
.no lce hearing, notice of cons 
°n of issuance of facility operat:

*  *  *  *  ^  *

5. A new § 2.714a is added to read as 
follows:
§ 2 .7 1 4 a  Appeals from  certain rulings 

on petition s for  leave to intervene  
a n d /o r  requests for  hearing.

(a) Notwithstanding the provisions of 
§ 2.730(f), an order of the presiding of­
ficer or the atomic safety and licensing

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 .7 1 7  C om m encem ent and term ination  

o f  jurisdiction  o f  presid ing 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.

* * * * *
7. Section 2.721(a) is amended to read 

as follows:
§ 2 .7 2 1  Atom ic safety  and licensing  

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. 948, 42 U.S.C. 2201)

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

For the Atomic Energy Commission.
P aul C. B ender,

, Secretary of the Commission.
[FR Doc.72-22335 Filed 12-28-72;8:47 am]
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Title 21— FOOD AND DRUGS
Chapter II— Bureau of Narcotics and 

Dangerous Drugs, Department of 
Justice

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

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));

* * * * *
2. By adopting a new § 301.33 to read 

as follows:

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 that on ----------- pursuant
(Date)

to 21 U.S.C. 355(1) and 21 CFR 130.3,
I, -------------------------------- ----------- ---------------

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

Schedule I Substances; Research 
Applications and Protocols

A notice was published in the F ederal 
R egister of November 9,' 1972 (37 F.R. 
23842) proposing new regulations gov­
erning the procedures for submitting 
and processing applications to conduct 
research 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 indication 
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 
including 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:
§ 3 0 1 .3 2  A pplication form s; contents 

signature.
(а) * * *
(б) To conduct research with con­

trolled substances listed in schedule I, 
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-

§ 3 0 1 .3 3  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:
(1) 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) T itle  of project.
(ii)  S ta tem en t o f th e  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 (iii) 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 prescribed 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 (i) 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

(Name of Investigational Drug)

(Date)

Signature of Applicant

(c) 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 ainend- 
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 proj ect.

(d) In the event the registrant desires 
to conduct research beyond the varia­
tions provided in the registrants ap­
proved protocol (excluding any increase 
in the quantity of the controlled sub­
stance requested for his research proj 
as outlined in paragraph (c) of this sec­
tion), he shall submit three copies of a 
supplemental protocol in accordancew  ̂
paragraph (a) of this section 
the new research and omitting informa
tion in the supplemental protocol whicn 
has been stated in the original protocol. 
Supplemental protocols shall be pro 
essed and approved or denied m tne  
same manner as original research p

C°3S By deleting § 301.42 in its entirety 
and replacing it with the following.
8 3 0 1 .4 2  Action on applications for^re- 

search in  Schedule I substances.
(a) In the case of an application ÍOT 

registration to conduct J
controlled substances listed aDDli- 
ule I, the Director shall process the aPP 
cation and protocol and forward a «W  
of each to the Secretary m W  1 «  
after receipt. The Secretary shaUdrter 
mine the qualifications C?“ P2S its  of the applicant, as well as the m fte
of the protocol (and shall no y
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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 n o tify  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 
U.S.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 to § 301.51. 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 
so notified in writing.

Effective date. This order is effective 
upon the date of its publication in the 
Federal R egister (12-29-72).

Dated: December 22,1972.
J ohn E. I ngersoll, 

Director, Bureau of 
Narcotics and Dangerous Drugs.

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

PART 304-—RECORDS AND REPOR 
OF REGISTRANTS 

Information Regarding Controlled 
Substance Transactions

ouTnriif'e£u of Narcotics and Dange 
torino- t f  kas responsibility for mor 

£ the production and distribute

of controlled substances in the United 
States, and for establishing quotas on 
the quantities of controlled substances 
listed in Schedules I and n  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 flow 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 jnore fully accords 
with the Act can be designed and imple­
mented. It is anticipated that th is will 
require 9 to 12 months and at that time 
§§ 304.31-35 will be replaced.

Sqon thereafter 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.

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 III 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 U.S.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 
in , 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 n  (and narcotic sub­
stances in Schedules m  and V) and re­
ports by distributors regarding sales, 
deliveries, and other disposals of non­
narcotic controlled substances listed in 
Schedules I and II and regarding receipts 
and annual inventories of all controlled 
substances in Schedules I and II 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 II and narcotic con­
trolled substances in Schedule III are 
similarly necessary and appropriate and 
may be required under sections 1008(d), 
1015, and 501(b) of the Act (21 U.S.C. 
958(d), 965, and871(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:
§ 3 0 4 .3 6  Transitional regulations.

(a) 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 
§§ 304.33 and 304.34 shall be deemed 
to refer equally to BND Form- 333.

2. By adopting a new § 304.37 t9 read 
as follows:
§ 3 0 4 .3 7  Reports 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:
§ 3 0 4 .3 8  Reports from  m anufacturers 

o f  bu lk m aterials 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 
material, compound, mixture, or prepara­
tions 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 n i ) . 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 a 
customer, recovery of waste material, 
manufacture from other materials,~or 
supplied by the Federal Government) 
and each reduction from inventory

(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.

(c) 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:
§ 3 0 4 .3 9  Reports from  packagers and  

labelers.
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) Substances covered. Reports shall 

include data on each controlled sub­
stance listed in Schedule I and n  and on 
each narcotic controlled substance listed 
in Schedule III (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 i n  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.

(c) Inventories 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 follow’s:
§ 3 0 4 .4 0  Reports from  importers and 

exporters.
Each person who is registered to 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 m  (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 i n  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, e.g., 
by importation, by purchase or transfer, 
return from a customer, or supply by the 
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 succeed­
ing the month for which it is submitted, 
except that a registrant may be giveÎ  
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-

(c) Inventories reported. Reports shall 
provide data on the stocks of each con 
trolled substance covered on hand eacn 
year as of the close of business on 
inventory date selected by the registr _ 
pursuant to § 304.13. These reports shall 
be filed no later than the 15th day «  
the month succeeding the inventory

By adopting a new § 304.41 to read 
as follows:
§ 304 .41  Reports from  distributors.

Each person who is registered to dis­
tribute controlled substances shall P 
as follows: . _

(a) Substances covered. Reports sha 
include data on each controlled
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stance listed in Schedule I and II and 
on each narcotic controlled substance 
listed in Schedule i n  (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 a manner as to 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 
me more frequently or less frequently 
(but not less than quarterly), depending 
on the number of transactions being re­
ported each time by that registrant.

(c) Inventories reported. Reports shall 
provide data on the stocks of each con­
trolled substance covered on hand each 
year as of the close of business on the 
inventory date selected by the registrant 
pureuant to § 304.13. These reports shall 
be filed no later than the 15th day of the

succeeding the inventory date.
(d) Exceptions. A registered institu- 

onal practitioner which distributes ex-
Z®Jvely to (f°r dispensing by) agents, 
® 5 f ees> or affiliated institutional 

of the registrant may be 
from fiUng reports under this 

¡ S R *  aPPlying to the Distribution
p* Branch of the Bureau, 

aff * i f  date‘ Because every registrant 
affected by the changes ordered above 
S r j , ? 0“? 7 been given a copy of the 
caii^fe+Lan  ̂Permitted to comment, be- 
te i? S i?  implementation of the sys­
la^18 scheduled to commence January 1, 
n o t because implementation will 
l<m tSL compieted until December 31, 
for r lw reby alJowinS considerable time 
shall necessary), this order
Therein™5« ? ^  on December 31, 1972. 
of i f  S ; ,S e R ecto r  finds that waiver 
objectionqUfJ peri?(J for comments and 
health consistent with the public 
affected ^ f safety* with the interests of 
Provide f S nnS’/ nd with the need to 
an registrant 0f regulations to
comment interested person desires to 

t0 any of ^ e  will comidpd hi this order, the Director 
tions £  SUch comments and objec- 

purposes of amending or re­

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.
>• '( J ohn  E . I ngersoll, 

Director, Bureau of Narcotics 
and Dangerous Drugs.

[PR 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 F ederal R egister 
(37 F.R. 17179). 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. 1836, 
26 U.S.C. 2204(b); 68A Stat. 406, 26 U.S.C. 
2513; 68A Stat. 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(j); 84 Stat. 1838, 26 U.S.C. 6905 
(a ) ; 68A Stat 917, 26 U.S.-C. 7805)

[ seal] J ohnnie  M. W alters,
Commissioner of Internal Revenue.
Approved: December 21, 1972.

F rederic W . H ickman,
Assistant Secretary ' 

of the Treasury.

PART 1— INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DE­
CEMBER 31, 1953

P aragraph 1. Section 1.1015 is amended 
by revising section 1015(d)(2) and the 
historical note to read as follows:
§ 1 .1 0 1 5  Statutory provisions; basis o f  

property acquired by g ifts and trans- 
fers in  trust.

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

(d) Increased basis for g ift tax paid. * * * 
(2) Am ount of tax paid w ith  respect to  

gift. 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 paid 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 c a l- ’ 
endar quarter or year. For purposes of the 
preceding sentence, the amount of any gift 
shaU 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).

* * * * *
[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) ]

P ar. 2. Paragraph (b) of § 1.1015-5 is 
amended by revising subparagraphs
(1) (i), (1) (ii), (2), and (4) to read as 
follows:
§ 1 .1015—5 Increased basis for  g ift tax

paid.'
* * * * *

(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 amount of the gift tax paid with respect 
corresponding provisions of prior reve- to a gift equals:

_______________“Amount of the g ift” (C)_______________ x  Total gift  tax paid (B)
Total taxable gifts, plus specific exemption allowed (D)

For purposes of the ratio stated in the 
preceding sentence, 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.

♦ *

(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 1956. A paid gift tax of $11,325 
and B paid gift tax of $5,250, computed as
follows:

A B

Value of land given to N.... ........ $43,000 $43,000
Less: exclusion________________  3,000 3,000

Included amount of gift.. . . . .  40,000 40,000
Value of securities given to N__:__  20,000 20,000
Less: exclusion________________ None None

Included amount of gift.. . . . .  20,000 20,000
Cash gift to S___________ ___ £ 23,000 23,000
Less: exclusion. ________ ;______  3,000 3,000

Included amount of g ift...... 20,000 20,000
Total included gifts_______  80,000 80,000

Less: specific exemption.... ...........  None 30,000
Taxable gifts for 1956______  80,000 50,000

Gift tax for 1956..................   11,325 6,250

Example (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.. 
Marital deduction----------

______  $60,000
$3,000
30, 000 33,000

The amount of the gift tax paid by A with 
respect to the land given to N is computed 
as follows:

$40,000(0) (B) _ $5 662.5o
$80,000 (D)

The amount of the gift tax paid by B with 
respect to  the land given to N is computed 
as follows:

Included amount of g ift---------- ------------------------------------------------------------ -----------  $27,000

Value of securities given to S -------- ----------------------------- -----------------------  60,
Less: Annual exclusion---------------------------------------- ------------------------------- 3,000

Included am ount of g ift—---------------------- —  --------- ------- -------- ------——— - - - - -  57*000
G ift to charitable organization----------------------------------------------------------  5,000
Less: Annual exclusion---------- ------------------------------------------------  3,000 __
Charitable deduction—_— --------------------------------- —----------------- 2,000 5» 000

Included amount of g ift----------------------------------- ----------------------------------------------- - 0
Total included gifts---------- ------- - ........................ - -------------------------------------------------
Less: Specific exemption allowed—;------------------------------------------------ ------------------ au*uuu

Taxable gifts for 1959......... ..............—-------—.............. .................. ....................... ..............  54,000

Gift tax on $54,000-------— ------------ ----------- r .................................................................... 6,000

In determining the gift tax paid with respect 
to the land given to W, amount C of the ratio 
set forth in subparagraph (1) (ii) 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 paid 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 $1,928.57. 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, 1956, gave N securi­
ties valued at $40,000. On July 1, 1956, 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

$40,000(CJ> ) _ $2 625
$80,000 (D)

rhe amount of the gift tax paid with respect 
to the land is $5,662.50 plus $2,625, or 
J8.287.50. Computed in a similar manner, the 
amount of gift tax paid by A with respect to 
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 to 
1972 was zero, although in arriving at that 
amount A had used in full the specific ex­
emption authorized by section 2521. B di 
not make any gifts before 1972. Pursuant to 
the election under section 2513, A and a  
treated all gifts made by either during 197,4 
as made one-half by A and one-half by » . a 
and B each filed a gift tax return for the nrs 
quarter of 1972 on May 15, 1972, as require 
by section 6075(b). A paid gift tax of $ll,32& 
on taxable gifts of $80,000 and B paid gdt 
tax of $5,250 on taxable gifts of $50,000. The 
amount of the gift tax paid by A and B wit 
respect to  the land given to N is f _
$2,625, respectively. The computations 
these figures are identical to those used 
example (3).

* * * * *
P ar. 3. Section 1.1223 is amended by 

redesignating subsection (10) of seen 
1223 as (12), by inserting new subsec 
tions (10) and (ID  im m e d ia te ly ^  
subsection (9), and by adding a Jn , 
cal note. These redesignated and aaae 
provisions read as follows:
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§1.1223 Statutory provisions; hold ing  
period o f  property.

Sec. 1223. Bolding period o f property. * * * 
(10) In determining the period for which 

the taxpayer has 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
section (d) of section 1246 applies, there 
pha.u be included the period for which the  
trust or corporation (as the case may be) 
held the stock of foreign investment eom-

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 months 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) .

panies.
(11) In the case of a person acquiring 

property from a decedent or to whom prop­
erty passed from a 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(b), Rev. Act 
1962 (76 Stat. 1041); sec. 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 Determ ination o f  period for  

which capital assets are held.
* * • * * *

(j) 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 
m part under section 1014, and

(2) Is sold or otherwise disposed of by 
such person within 6 months after the 
decedent’s death.
The provisions of this paragraph api 
w> sales of such property included in t 

■ s i=ross estate for the purpos 
m the estate tax by the executor or a 
mimstrator of the estate and to sales 
uch property by other persons who ha 

acquired property from the decedei 
I)rovisions of this paragraph mi 

. 0 he applicable to cases involving joi 
S * * -  community property, aj 
nf S i esi ransferred contemplate
ajiw ii1, if a surviving joint te: 
snr̂ 3il?v.?'C<:iuiret* Pr°Perty by right 
of J r hip’ sells or otherwise dispos 
K ^ Pf £ erty within 6 months aft 
basi^rf +*? *** decedent’s death, and tl 

Property in his hands is d 
Worfunl m whole or in part under se 
ered tn v,’ ^ e  property shall be consii 

been held by the survivii 
SiimiariS ?  for.more than 6 montl: 
commiintt a survmng spouse’s share 
to0»  pr0Perty shall be consider. 
• by her for more th£
Posed of 1Sa sold or otherwise di 
^ th e  months after the da

ecedents death, regardless .

(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 
1981(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

o f  tim e for  paying tax.
Sec. 6161. Extension of tim e for paying 

tax— (a) Am ount determ ined by taxpayer 
on return— (1) General rule. The Secretary 
or h is delegate, except as otherwise provided 
in  this title, may extend the time for pay­
ment of th e  amount of the tax shown, or 
required to  be shown, on any return or dec­
laration required under authority of t.h.g 
title  (or any installm ent 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) Am ount determ ined 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 tim e 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 
m onths from the date fixed for payment of 
the deficiency, and, in exceptional cases, for 
a further period not to exceed 12 months;

•  •  • * *
An extension under this subsection may be 
granted only where it  is shown to  the satis­
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment thereof will result in  
undue hardship to the taxpayer in  the case 
of a tax imposed by chapter 1 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 is due to negli­
gence, to intentional disregard of rules and

regulations, or to fraud with intent to evade 
tax.

* * * ' * *
[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) ]

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

P ar. 6. Section 20.0-1 is amended by 
revising paragraph (a) (1) to read as 
follows:
§ 2 0 .0 -1  Introduction.

(a) In general. (1) The regulations in 
this part (Part 20, Subchapter B, Chap­
ter r, Title 26, Code of Federal Regula­
tions) are designated “Estate Tax Reg­
ulations.” These regulations pertain to
(i) the Federal estate tax imposed by 
chapter 11 of subtitle B of the Internal 
Revenue Code on the transfer of estates 
of decedents dying after August 16, 1954, 
and (ii) certain related administrative 
provisions of subtitle F of the Code. It 
should be noted that the application of 
many of the provisions of these 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). 

* * * * *
P ar. 7. Section 20.2012 is amended by 

revising section 2012(b) Cl), by revising 
section 2012(d), and by adding a his­
torical note. These revised and added 
provisions read as follows:
§ 2 0 .2 0 1 2  Statutory provisions; credit 

for  g i f t  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 provisions of prior 
laws, with respect to any gift shall be an 
am ount which bears the same ratio to the  
total tax paid 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 
“am ount of such gift” shall be the amount 
included with respect to such gift in deter­
m ining (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 seo. 102(d)(2), 
Excise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1841) ]

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

§ 2 0 .2 0 1 2 -1  Credit for  g ift  tax.
* * •  * •

(c) “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 paid (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:

* * * * *
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:
§ 2 0 .2 0 3 2  Statutory provisions; alter­

nate  valuation.
Sec. 2032. Alternate valuation— (a) Gen­

eral. * * *
(1) In the case of property distributed, 

sold, exchanged, or otherwise disposed of, 
w ithin 6 m onths 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, 
w ithin 6 m onths after the decedent’s death 
such property shall be valued as of the date 
6 m onths after the decedent’s death.

* * * * *
(b) Special rules. No deduction under 

t.Viis chapter of any item  shall be allowed 
if allowance for such item  is in  effect given

by the alternate valuation provided by th is  
section. Wherever in  any other subsection or 
section of th is chapter reference is made to  
the value of property at the tim e of the de­
cedent’s death, such reference ¿hall 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 th is 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 w ith adjustment for any dif­
ference in  value (not due to mere lapse of 
tim e 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 otherwise disposed of, during 
such 6-m onth period, the date thereof).

* * * * * 
[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), ( f ) (1), and (g) to read as 
follows:
§ 2 0 .2 0 3 2 —1 Alternate valuation.

(a) In general. * * *
(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 ̂ F u rth e rm o re , 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
turn is required to be filed under section 
6018.

(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 
granted 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 to 
all the property included in the gross 
estate, and cannot be applied to only a 
portion of the property.

(f) Mere lapse of time. * * *
(1) Life estates, remainders, ana sim­

ilar interests. The values of life  estates, 
remainders, and similar interests are to 
be obtained by applying the methods pre­
scribed in § 20.2031-7, using (i) the age 
of each person, the duration of whose i 
may affect the value of the interest, as 
the date of the decedent’s death, and 
the value of the property as of the alter­
nate date. For example, assume that tn 
decedent or his estate was entitle^ 
receive property upon the death o n» 
elder brother who was entitled to rec 
the income therefrom for life. At thed 
of the decedent’s death, the Property 
worth $50,000 and the elder brother w _ 
31 years old. The value of the deceden 
remainder interest at the date 
death would, as explain^ m ^ragraP^
(d) of § 20.2031-7, be f 14-4J6 <f50’
X 0.28932). If, because of wonomic c 
ditions, the property declined in
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and was worth only $40,000, 6 months (1 
year if the decedent died cm 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 X 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 section 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, whichever first occurs. How­
ever, no such adjustment may take into 
account any difference in value due to 
lapse of time or to the occurrence or 
nonoccurrence of a contingency.

Par. 11. Section 20.2053-1 is amended 
by revising paragraph (c) (2) to read as 
follows:
S 20.2053—1 Deductions for  expenses, 

indebtedness, and taxes; in  general. 
* * * * *

(c) Provision applicable to first cate­
gory only. * * *

(2) Amounts paid, out of property not 
subject to claims against the decedent’s 
estate, within 9 months (15 months in 
the case of the estate of a decedent dying 
before January 1, 1971) after 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.

* * * * *
Par. 12. Section 20.2055 is amended by 

revising section 2055(a) (2) and (3), by 
revising section 2055(b)(2)(C), by re- 
vmng section 2055(e), and by revising 

historical note. These revised provi­
sions read as follows:

20.2055 Statutory provisions; traus- 
ers for public, charitable, and reli­

gious uses.
and5« /2055' Transfers for public, charit 
W rM gzous u s e s - ( a) Ingenerai. * * *
organiyJrt 5°r t5ie 1186 of an7  corpon  
gioii«? m? operated exclusively for 
catiS.ftiharitable’ scie“ tific, literary, or 
ment of p*J!;poses’ including th e  eneoui 
to chnir^f4 and the Prevention of cn
earn S T . * * *  o i th egs of which insures to  the benef
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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 
statem ents), 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 statem ents), any political 
campaign on behalf of any candidate for 
public office; or

* * * * *
(b) Powers of appointm ent * * *

* (2) Special rule for certain bequests sub­
jec t to  power of appointm ent. * * *

(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  favor 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 section 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 full 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 G ift Tax Adjustment Act 
1970 (84 Stat. 1836)]

Par. 13. Section 20.2055-2 is amended 
by revising paragraph (c) (1) to read as 
follows:

§ 2 0 .2 0 5 5 —2 Transfers not exclusively  
fo r  charitable purposes.
* * * * *

(c) 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

* * * * *
P ar. 14. Section 20.2204 is amended to 

read as follows:
§ 2 0 .2 2 0 4  Statutory provisions; d is­

charge o f  fiduciary from  personal 
liab ility .

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

Sec. 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 1 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 
th e  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 be 
required for any amount for which the time 
for payment is extended, shaU 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.

(b) Fiduciary other than the executor. If 
a fiduciary (not including a fiduciary 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 liability 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 fiduciary is liable, or (2) that it 
has been determined 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 h is dele­
gate may require by regulations. On pay­
m ent of the amount of such tax for which 
it  has been determined the fiduciary is lia­
ble (other than any amount the time for 
payment of which has not been extended 
under section 6161, 6163, or 6166), and on 
furnishing any bond which may be required 
for any amount for which the time for pay­
m ent 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 liability 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 
m onths”.
[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:
§ 2 0 .2 2 0 4 —1 Discharge o f  executor from  

personal liab ility .
(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, few 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 tax. 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 liability 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.

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:
§ 2 0 .2 2 0 4 -2  D i s c h a r g e  o f  fiduciary  

other than executor from  personal 
liab ility .

(a) A fiduciary (not including a fidu­
ciary 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 fidüciary 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:
§ 2 0 .6 0 0 1 —1 Persons required to keep 

records and render statem ents.
He * • * * *

(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) to 
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 deter­
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 sec­
tion 7269), and proceedings may be in­
stituted in the proper court of the unitea 
States to secure compliance therewitn 
(see section 7604).

* * * * * 
Par. 18, Section 20.6011-1 is amended 

by revising paragraph (b) to read a
follows:
§ 2 0 .6 0 1 1 -1  '^General requirement of re­

turn, statem ent, or list.

(b) Use of prescribed 
e forms prescribed by §§ 20.6018-1 
.6036-1 may be obtained from dis 1 
rectors. The fact that an execu 
t been furnished with copies of tnese 
rms will not excuse him from mak g
turn or, if applicable from «mg a
eliminary notice. Application 
rm shall be made to the district ffirector 
ample time for the executor  ̂ ^

e form prepared, verified, an 
th the appropriate J scribed
ice on or before the date j
r the filing thereof (see §§ 2°A ^re- 
id 20.6075-1). The executor shall
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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 R eturns; contents o f  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 

by revising paragraph (e) to read as 
follows:
§ 20.6018—4 R eturns; docum ents to  ac­

company the return. 
* * * * *

(e) If, pursuant to section 2032, the 
executor elects to have the estate valued 
a*a date or dates subsequent to the time 

ii e decedent’s death, the executor 
shall file with the return evidence in sup­
port of any statements made by him in 
the return as to distributions, sales, ex- 

§es,3 or other dispositions of prop- 
the 6 month (1 year, if the 

i52!rent di®d on or before December 31, 
j-J?, 5en,°d which followed the dece- 

death. If the court having juris- 
0VeJ the estate makes an order 

rinri^1"66 ^distribution during that pe- 
miH’a, Certlfied copy thereof must be sub- m̂ tted as ^  Qf the evidence. The dis- 

lrector, or the director of a service 
J'0, r’ ma.y require the submission of 

 ̂ hdditional evidence as is deemed 
hecessary.

*  *  *

Par. 21. Section 20.6036 
to read as follows:

* •
-1 is amended

§ 2 0 .6 0 3 6 —1 N otice o f  qualification as 
executor o f  estate o f  decedent dying  
before 1 9 71 .

(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:
§ 2 0 .6 0 3 6 —2 N otice o f  'qualification  as 

executor o f  estate o f  decedent dying  
after  1970 .

In  the case of t&ie 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

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.

P ar. 23. Section 20.6071-1 is amended 
to read as follows:
§ 2 0 .6 0 7 1 —1 T im e for  filing  prelim inary  

notice required by § 2 0 .6 0 3 6 —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 
two months of the decedent’s death.

P ar. 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; tim e for  

filin g  estate tax return.
Sec. 6075. Time for filing estate and gift  

tax returns— (a) Estate tax 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.

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

P ar. 25. Section 20.6075-1 is amended 
to read as follows:
§ 2 0 .6 0 7 5 —1 R eturns; tim e fo r  filin g

estate tax  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-
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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 
prescribed 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:
§ 2 0 .6 0 8 1 —1 E xtension  o f  tim e for  filing  

the re tu rn .'
(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 center 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:
§ 2 0 .6 0 9 1  Statutory provisions; place  

fo r  filing  returns or other docum ents. 
Sec. 6091. Place for filing returns or other 

docum ents * * *
(b) Tax returns. * * *
(3) Estate tax  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

(ii) 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) Exception. If thé 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 h is delegate by hand-carrying shah, under 
regulations prescribed by the Secretary or 
his delegate, be made in  the internal revenue 
district referred to in  paragraph * * * (3) 
(A )(1 )*  • * . ’

(5) Exceptional cases. Notwithstanding 
paragraph * * * (6 ), or (4) of th is subsec­
tion, the Secretary or his delegate may per­
m it 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:
§ 2 0 .6 0 9 1 —1 P lace for  filing  returns or 

other docum ents.
(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 
.Tfl.nrm.ry l ,  1971, and the estate tax re­
turn 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 I 20.6018-1 
shall be filed with the Director of Inter­
national Operations, Internal Revenue 
Service, Washington, D.C. 20225. This 
paragraph applies whether or not the de­
cedent was a citizen of the United States 
and whether or not the return is made 
by hand-carrying.

P a r . 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:
§ 2 0 .6 1 6 1  Statutory provisions; exten­

sion  o f  tim e for  paying tax.
Sec. 6161. Extension of tim e for paying 

tax— (a) Am ount determ ined by taxpayer 
on return— (1) General rule. The Secretary 
or his delegate, except as otherwise provided 
in  this title, may extend the time for pay­
m ent 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 installm ent thereof), for a reason­
able period not to exceed 6 months (12 
months in th e  case of estate tax) from the 
date fixed for payment thereof. Such exten­
sion may exceed 6 m onths in the case of a 
taxpayer who is abroad.

* *. * * , *
(b) Am ount determ ined as deficiency.* * * 
(2) In  the case of a tax imposed by chap­

ter 11, for a period not to  exceed 4 years 
from the date otherwise fixed for payment 
of the deficiency.
An extension under th is subsection may be 
granted only where it is shown to the satis­
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment .thereof will result in 
undue hardship to  the taxpayer in the case 
of a tax imposed by chapter 1 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 is 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 Star. 
684); sec. 101 (J), Tax Reform Act 1969 (W 
»tat. 530); sec. 101(h), Excise, Estate, ana 
lif t  Tax Adjustment Act 1970 (84 Stat. 
838) ]

to read as follows:
§ 2 0 .6 1 6 1 -1  E xtension o f time for pay­

in g  tax shown on  return.
(a) Basis for granting an extension of 

time—(1) Reasonable cause. Witn re 
spect to the estate of a decedent dying 
after December 31, 1970, an extensi 
time beyond the due date to pay p 
of the tax shown on the estate tax 
turn may be granted for, a reasonable 
period of time, not to exceed 12 ,or 
by the district director or the 
of a service center, at the reques 
executor, if an examination of t
facts and circumstances 
such request is based upon reasonab^
cause. (S e e  paragraph (b .̂of, ^  fnr ex- 
for rules relating to application 
tension.) The following exam ples mu 
trate cases involving reasonable _  
for granting an extension of time P 
suant to this paragraph:

FEDERAL REGISTER, VOL. 37, NO. 251— FRIDAY, DECEMBER 29, 1972



RULES AND REGULATIONS 28723
Example (1). An estate includes sufficient 

liquid 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.

Example (2). An estate is comprised in  
substantial part of assets consisting of rights 
to receive payments in the future (i.e., an­
nuities, copyright royalties, contingent fees, 
or accounts receivable). These assets provide 
insufficient 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.

Example (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.

Example (4). An estate does not have suf­
ficient 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 
allowance during the remaining period of 
administration 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.

Example (5). 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 pursuant 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  
time 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.

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:

Example (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 gross 
estate which m ust 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.

(2) Undue hardship — (i) General 
rule. In any case where the district di­
rector finds that payment on the due date 
oi any part of the tax shown on the re­
turn, or payment of any part of an in­
stallment under section 6166 (including 
¿¡¡2 P,ark °* a deficiency prorated to an 
tostaUment the date for payment of 
wnich had not arrived) on the date fixed 
u thereof, would impose undue
(v upon the estate, he may extend 
S o  Aor Payment for a period or p e - 

«> exceed one year for any one 
penod and for all periods not to exceed
serttnrwsi c the date prescribed in 

6151(a) for payment of the tax. 
diticn fg^ Ph (a) of § 20.6151-1. In  ad- 
DavSSui the district director finds that 
Dan uP°n notice and demand of any 
provkfft? d! ficiency Prorated under the 
the sec^°n 6166 to installments
«ved wmiSr-payment of which had ar- 
the eqtQf̂ dumpose undue hardship upon 
Paymfrft f he may extend the time for 

(5  i t !  Slmilar Period or periods. 
The PvtC' •ltlon ° f “undue hardship”. 
ParaSan w n *provided under this sub­
ship to1*?, 0n basis of undue hard- 
upon a ere« e?tate will not be granted 

general statement of hardship or

(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 
imdue 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

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 
grafted subject to certain conditions of 
which the executor will be notified. An 
application for an extension of timp 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
tor 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.

(c) Special rules—(1) Payment pursue 
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 (c) 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:
§ 2 0 .6 1 6 3 —1 E xtension  o f  tim e for  pay­

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

(a) * * *
( 2 )  * * *

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. 

* * * * *
Par. 32. Section 20.6166-1 is amended 

by revising paragraph (e) (2) to read as 
follows:
§ 2 0 .6 1 6 6 —1 E xtension o f  tim e for  pay- 

meant o f  estate tax where estate con­
sists largely o f  interest in  closely  
held  business.
* * • * *

(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 tiie 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 executor’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:
§ 2 0 .6 3 1 4  Statutory provisions; receipt 

fo r  taxes.
Sec. 6314. Receipt for taxes.

• ' * , * *
(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) ]

Par. 34. Section 20.6314-1 is amended 
to read as follows:
§ 20 .6 3 1 4 —1 D uplicate receipts for  pay­

m ent o f  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.

has on the date of the decedent’s death, 
property Included in  the gross estate under 
sections 2084 to  2042, inclusive, to the extent 
of th e  value, a t  the tim e of the decedent’s 
death, of such property, shall be personally 
liable for such tax. Any part of such property 
transferred by (or transferred by a trans­
feree o f ) . 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 possession, or beneficiary, or trans­
feree of any such person, except any part 
transferred to  a  purchaser or a holder of a 
security interest.

(3) Continuance after discharge of fiduci­
ary. The provisions of section 2204 (relating 
to  discharge of fiduciary from personal lia­
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 sueh part (or such 
interest) shall not be subject to a lien or 
to  any claim or demand for any such defi­
ciency, but the lien shall attach to the con­
sideration received from such purchaser or 
holder o f a security interest, by the heirs, 
legatees, devisees, or distributees.

• * * « *
(c) Exceptions. (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(b) 
(relating to protection for certain interests 
even though noticed filed), shall not be 
valid w ith respect to any lien or interest 
described in section 6323 (b j .

(2) H  a lien imposed by subsection (a) 
or (b) is not valid as against a lien of 
security interest, the priority o f  such lien or 
security Interest shall extend to any item 
described in  section 6323(e) (relating to 
priority of interest and expenses) to the ex­
ten t .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), (c), 
Rev. Act 1964 (78 Stat. 127, 128); sec. 102, 
Federal Tax Lien Act 1966 (80 Stat. 1132); 
sec. 1 0 1 (d )(2 ) , Excise, Estate, and Gift 
Tax Adjustment Act 1970 (84 Stat. 1837) ]

Par. 36. The following new sections 
are inserted immediately before section

Par. 35. Section 20.6324 is amended to 
read as follows:
§ 2 0 .6 3 2 4  Statutory provisions; special 

lien s for  estate and g ift  taxes.
Sec. 6324. Special liens for estate and gift  

taxes— (a) Liens for estate tax. Except as 
otherwise provided in subsection (c)—

(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 and 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

¡0.7101:
3 2 0 .6 9 0 5  Statutory provisions; dis­

charge o f  executor from  personal lia­
b ility  for  decedent’s incom e and gm 
taxes.

(a) Section 6905 as added by sec tio n  101 
e) of the Excise, Estate, and Gift Tax Ad- 
ustm ent Act of 1970:

Sec. 6905. Discharge of executor fr o m p l  
tonal liability  for decedent’s income anag p  
taxes— (a) Discharge of liability. In the ca 
>f liability of a decedent for taxes ““P 
jy subtitle A or by chapter 12, if the exec 
nakes written application (filed a* . 
•eturn with respect to such taxes is m 
iled in such manner and such form as may 
ie prescribed by regulations of the ^
>r his delegate) for retease P bis
iability for such taxes, the Secretary 
ielegate may notify the executo 
imount of such taxes. The executor, upon 
payment of the amount of ,jon
Bed, or 1 year after receipt of * or
if no notification is made by the Se^re ary^  
his delegate before such shall _  ^
charged from personal liability . be 
ficiency in such tax thereafter found to ^
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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 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 Period 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 o f  executor from  
personal liab ility  for  decedent’s in­
come and g ift 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 
revising paragraph (a) (1) to read as 
follows:
§ 25.0—1 Introduction.

(a) In general. (1) The regulations in 
this part are designated “Gift Tax Reg­
ulations.” These regulations pertain to
(i) 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 (ii) certain related administrative 
provisions of subtitle F of the Code. It 
should be noted that the application of 
some of the provisions of these regula­
tions may be affected by the provisions 
of an applicable gift tax convention with 
a foreign country. Unless otherwise indi­
cated, references in these regulations to 
the ‘Internal Revenue Code” or the 
Code” are references to the Internal 

revenue Code of 1954, as amended, and 
eierences to a section or other provision 
naw are references to a section or other 

nf °viclon internal Revenue Code
ni 54, hs amended. The Gift Tax Reg- 
.  oas are applicable to the transfer of 
P operty by gift by individuals in calen­
dar years 1955 through 1970 and in cal- 
S QUarters beginning with the first 
_  ,n“ar Quarter of calendar year 1971, 
in regulations contained
2fi p !)”6,SubchapterB,Chapter 1,Title 
ip* , of Fe<*eral Regulations (1939) 
«R ations 108, Gift . Tax (8 P.R.
, as Prescribed and made appli-

1954 k° the Internal Revenue Code of 
by Treasury Decision 6091, signed

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.

* ♦ 4c 4c 4c
P ar. 38. Section 25.2501 is amended by 

revising section 2501(a) and the histori­
cal note to read as follows:
§ 2 5 .2 5 0 1  Statutory provisions; im po­

sition o f  tax.
Sec. 2501. Im position of tax— (a) Taxable 

transfers— iX) 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) Exceptions. 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 ) , 350, or 355 of the Immigration 
and Naturalization Act, as amended (8 U.S.C. 
1401(b), 1482, or 1487), or

(B) Such loss did not have for one of its 
principal purposes the avoidance of taxes 
under th is 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 avoidance of 
taxes under th is 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, 
1960 (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)]

P ar. 39. Section 25.2501-1 is amended 
by revising paragraph (a) to read as 
follows:
§ 2 5 .2 5 0 1 —1 Im position  o f  tax.

(a) In general. The tax applies to all 
transfers by gift of property, wherever 
situated, 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

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.

4t *  *  4t *

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:
§ 2 5 .2 5 0 2  Statutory provisions; rate o f  

tax.
Sec. 2502. Rate of Tax— (a) Com putation  

of tax. 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 quarters.

* * * * *
(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.

(c) Preceding calendar years and quarters. 
Wherever used in th is title in connection 
with the gift tax imposed by th is 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) sThe term “preceding calendar quart­
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.

4> *  *  4> 4>

[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 (c) 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:
§ 2 5 .2 5 0 2 —1 Rate o f  tax.

(a) Computation 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 quarter 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 (c) for the definition of “cal­
endar quarter” and “preceding calendar 
years and calendar quarters.” The fol-
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lowing 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) Fifth step. Compute the tax on 
“the aggregate 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) Sixth step. Subtract the amount 
determined in the fifth step from the 
amount determined in the fourth step. 
The amount remaining is the gift tax 
for the calendar 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 a 
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(0 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 
§ 25,2j503-l.

(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.

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

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

(c) Definitions— (1) Thè 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. * * *
Example (1). Assume that in 1955 the  

donor made taxable gifts, as ascertained un­
der the first step (paragraph (a) (2) of this 
section), of $62,500 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 th is 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 $2,500 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.

*  *  *  *  *

Example (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 tim ely paid and no other taxable 
gifts were màde by A in any other year pre­
ceding 1971. 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 
is not available to offset thé $60,000 gift made 
to B in  the second quarter. (See § 25.2503-2 
(a).) A further $3,000 annual gift tax exclu­
sion is available, however, to offset the $li,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) is shown 
below:
(1) Amount of taxable gifts for the  

second calendar quarter of 1971
( $60,000 +  $11,000 -  $3,000 ) -----  $68, 000

(2) Total amount of taxable gifts
for preceding calendar years 
and calendar quarters ($43,- 
000—$3,000 +  $21,000) J------------ 61,000

(3) Total taxable gifts------------------  129, 000

(4) Tax computed on item 3 (in ac­
cordance with rate schedule in  
paragraph (b )) ---------------------: 22, 050

(5) Tax computed on item 2 (using
same rate schedule) — ----------  7,335

(6) Tax for second calendar quar­
ter of 1971 (item 4 minus 
item  5 )_______ ______ >—  -----  14,715

. Par. 42. Section 25.2502-2 is amended 
to read as follows:
§ 2 5 .2 5 0 2 —2 D onor prim arily liable for 

tax.
Section 2502(d). provides that the 

donor shall pay the tax. If the donor dies 
before the tax is paid the amount of the 
tax is a debt due the United States from 
the decedent’s estate and his executor 
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 Jahuary 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 U.S.C. 192), 
which reads as follows:

Every executor, administrator, or assignee, 
or other person, who pays, in whole or in 
part, any debt due by the person or estate for 
whom or for which he acts before he satisfies 
and pays the debts due to the United States 
from such person or estate, shall become an­
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 
as may remain due and unpaid.
As used in such section 3467, the word 
“debt” includes a beneficiary’s distribu­
tive share of an estate. Thus if an 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 tax 
as remains due and unpaid.

Par. 43. Section 25.2503 is amended by 
revising section 2503 (a), (b) and J 
adding a historical note. These revised 
and added provisions read as follows.
§ 25.2503 Statutory provisions; taxable 

gifts.
Sec. 2503. Taxable gifts— (a) General 

nition. The term “taxable gifts ,
the case of gifts made after Dec®PH ring 
1970, the total amount of gifts made d 
the calendar quarter, less the deductions pm 
vided in subchapter C (sec. 2521 and follow 
ing). In the case of gifts made bef^ e Jtotai 
ary 1, 1971, such term meaii? ^ ® lendar 
amount of gifts made during ^
year, less the deductions provided m

(b) Exclusions from gifts. In computing 
taxable gifts for the calendar qua. ’ e ln. 
case of gifts (other than gifts of iu by 
terests in  property) made to any pe
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the donor during the calendar year 1971 and 
subsequent calendar years, $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 the  
calendar year shall not, for purposes of sub­
section (a), be included in the total amount 
of gifts made during such quarter.

' * * * * *
[Sec. 2503 as amended by sec. 102(a) (3), 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 defin ition  o f  “ tax­

able gifts” and o f  “ total am ount o f  
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, etc., 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 Tinder 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 (c) (1).

Par. 45. Section 25.2503-2 is amended 
to read as follows:
§ 25.2503—2 E xclusions from  g ifts.

(a) Gifts made after December 31,
1970. In computing taxable gifts for the 
calendar quarter, in the case of gifts 
(other than gifts of future interests in 
property) made • to any person by the 
donor during any calendar quarter of 
the calendar year 1971 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 quarter. Thus, the first 
♦3,000 of gifts made to any one donee 
during the calendar year 1971 or any 
calendar year thereafter, except gifts 
of future interests in property as defined 
m §§ 25.2503-3 and 25.2503-4, is excluded 
m determining the total amount of gifts 
or a, calendar quarter. In the case of a 

trust the beneficiary of the trust 
the donee. The application of this 

paragraph may be illustrated by the fol­
iowing examples:

Example (I). A made a gift of $3,000 to B 
8, 1971, and on April 20, 1971, 

I“ 811 additional gift of $10,000. A made
111 1971. The total amount of 

of io tiT6 A during the second quarter 
sirw,\iX , $10,000 because the $3,000 exclu- 

*P rol lded by section 2503(b) is first ap­
plied to the January 8th gift.

Example (2 ). A gave $2,000 to B on Jan­
uary 8, 1971, and on April 20, 1971, 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.

P ar. 46. Section 25.2503-3 is amended 
by revising paragraph (a) to read as 
follows:
§ 2 5 .2 5 0 3 -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
(c) (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.

* * * * *
P ar. 47. Section 25.2504 is amended to 

read as follows:
§ 2 5 .2 5 0 4  Statutory provisions; taxable  

gifts for  preceding years and quar­
ters.

Sec. 2504. Taxable g ifts 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, aUowable .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) Exclusions from  gifts 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 th is chapter or under corresponding 
provisions of prior laws on the transfer of 
property by gift made during a preceding 
calendar year or calendar quarter, 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 quarter, 
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 th is chapter.
[Sec. 2504 as amended by sec. 102(a) (4), Ex­
cise, Estate, and Gift Tax Adjustment Act 
1970 ( 84 Stat. 1839) ]

P ar. 48. Section 25.2504-1 is amended 
to read as follows:
§ 2 0 .2 5 0 4 —1 T axable g ifts 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 liability 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) (ii) 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 to determine 
the correct gift tax liability for the cal­
endar year 1955, or 1970, or any calendar 
year intervening between calendar year

29, 1972
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1955 and calendar year 1970, it is neces­
sary to ascertain the correct amount, if 
anyt of the aggregate stun of the taxable 
gifts for each of the preceding calendar 
years. See paragraph (a) (2) (ii) 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
lowed 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.)

(c) 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

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:
§ 2 5 .2 5 0 4 —2 Valuation o f  certain g ifts  

fo r  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 hp 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 as follows:
§ 2 5 .2 5 1 1 -1  Transfers in  general.

$  $  *  *  *

(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 year 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 section 2513. For the definition 
of calendar quarter see § 25.2502-1 (c) 
( 1 ) .  ■ _ ' _

* * * * * 
P ar. 51. Section 25.2511-2. is amended 

by revising paragraphs (f) and (j) to 
read as follows :
§ 2 5 .2 5 1 1 —2 Cessation o f  donor’s do­

m in ion  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 relinquishment 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-l(c) (1) for the 
definition of calendar quarter. If prop­
erty i s . transferred in trust to pay the 
income to A for life with remainder to B, 
powers to distribute corpus to A, and to 
withhold income from A  for future dis­
tribution to B , are powers to change the 
beneficiaries of the transferred property.

*  *  *  *  *

( 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 o 
transfer, should be submitted.
§ 25.2502-1 (c) (1) for the definition oi 
calendar quarter.

Par. 52. Section 25.2511-3 is amended 
by revising paragraphs (a)(1). (a) *
and (b) (2) to read as follows:
§ 2 5 .2 5 1 1 -3  Transfers by nonresidents 

n ot citizens.
i) In general. * * *
.) If the nonresident not a citizen 
United States was not engagea _ 
ness in the United States during 
ndar quarter or calendar yq . 
ch the gift was made, the tax ajP d 
r to the transfer of real Pr° j^ g d̂ n
fible personal p ro p erty situ a tea
United States. See § 3 5 .2 5 0 ^ -1 ^  
the definition of calendar Q
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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 United States 
during the calendar quarter or calendar 
year in which the gift was made. See 
§ 25.2502-1 (c) (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.
Sec. 2512. Valuation-of gifts. 

* * * * *
(b) Where property is transferred for less 

than an adequate and full consideration in  
money or money’s worth, then the amount 
by which the value of the property exceeded 
the value of the consideration shall be 
deemed a gift, and shall be included in com­
puting the amount of gifts made during the 
calendar quarter.
[Sec. 2512 as amended by sec. 102(b)(1), 
Excise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1840) ]

Par. 54. Section 25.2513 is amended by 
reusing section 2513 (a), (b) (2 ), (c) (1 ), 
Ana (d), and by adding a historical note. 
These revised and added provisions read 
as follows: ’
§25.2513 Statutory provisions; g ift  by 

husband or w ife to third party; c o n  
sidered as m ade one-half by each.

Sec. 2513. Gift by husband or wife to  thirc 
v Considered as made one-half b?
! " „ ( * )  In general. A gift made by on« 
shan* any Person other than his spous< 
mnJ,! PurPoses of this chapter, b(
half * * ud 88 made one-half by him  and one- 
the*** spouse> *>ut only if at the tim e oi 
of „  acl1 sPouse is a citizen or residenl 
not * y nited States. This paragraph shal 
of an ??ly witl1 respect to a gift by a spouse 
sdouJ  o GSt'ln Property if he creates in hit 
definoH « general power of appointment, at 
est Ur,.111 section 2514(c), over such inter- 
visual „>1̂)!irPoses ° f  th is section, an indi- 
anothpn f  considered as the spouse od 
such , n ^ f i Vidual only if be is married tc 
does “ divldual at the time of the gift and 
the cainr,/emarry during the remainder od 

(2w* dar quarter.
(1) shaif156714, botfl sP°uses. Paragraph 
Signified ,appJy only if both spouses have 

(under the regulations provided

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 tim e of signifying con­
sent. * * *

(2) Time. Such consent may be so signi­
fied at any tim e after the close of the calen­
dar quarter in which the gift was made, sub­
ject to the following lim itations—

(A) The consent may not be signified 
after the 15th 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 pf deficiency with respect to 
the tax for such calendar quarter has been 
sent to either spouse in accordance with  
section 6212(a).

(c) Revocation of consent. Revocation of 
a consent previously signified shall be made 
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 15th 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) ]

P ar. 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:
§ 2 5 .2 5 1 3 —1 G ifts by husband or w ife to 

third party considered as m ade one- 
h a lf  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 (c) (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

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.

(c) If a husband and wife consent to 
have the gifts made to third party donees 
considered as made one-half by each 
spouse, and only one spouse makes gifts 
during the 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 regardless 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 return 
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 husband made gifts valued at 
$2,000 during the first quarter 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 1971.

Par. 56. Section 25.2513-2 is amended 
by revising paragraphs (a), (b), and (d) 
to read as follows:
§ 2 5 .2 5 1 3 —2 M anner and tim e o f  sig­

n ify in g  consent.
(a) (1) Consent to the application of 

the provisions of section 2513 with re­
spect to a calendar quarter (a calendar 
year with respect to gifts made before 
January 1, 1971) shall, 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

(iii) The consent of both spouses' is 
signified on one of the returns.
If only one spouse files a gift tax return 
within the time provided for signifying 
consent, the consent of both spouses shall 
be signified on that return. 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

§ 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 diiring 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 on 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:

(1) 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

(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.

P a r . 57. Section 25.2513-3 is amended 
to read as follows:
§ 2 5 .2 5 1 3 —3 Revocation o f  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 until 
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 section 
2513 for a calendar year was effectively 
signified pn or before the 15 th 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 fiied 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 to which it ap­
plies may not be revoked.

(b) Except as provided in paragraph
(b) of § 301.6091-1 of this chapter (relat­
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:
§ 2 5 .2 5 1 3 —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 liability 
with respect to the entire gift tax of each 
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 § 25.251,1-1. 
For the definition of calendar quarter 
see § 25.2502-1(0 (1).

P ar. 59. Section 25.2514-3 is amended 
by revising paragraph (c) (2) to read as 
follows:
§ 2 5 .2 5 1 4 -3  Powers o f  appointment 

created after October 21, 1942.
* * * * *

- (c) Partial releases, lapses, and dis­
claimers of general powers created ajte 
October 21, 1942. * * * 4

(2) If a general power of appointmen 
created after October 21, 1942, was par­
tially released prior to June 1, 1951, so 
that it no longer represented a gener 
power of appointment, as defined in para 
graph (c) of § 25.2514-1, the subequent 
exercise, release, or lapse of the Pal 
tially released power at any time there 
after will not constitute the exercise o 
release of a general power of appt>in
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ment. For example, assume that A 
created a trust in 1943 under which B 
possessed a general power of appoint­
ment. By an instrument executed in 1948 
such general power of appointment was 
reduced in scope by B to an excepted 
power. The' inter vivos exercise in 1955, 
or in any calendar year 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 gift tax. For the definition 
of calendar quarter see § 25.2502-1 (c) ( 1). 

* * * * *
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; tenan­

cies by the entirety.
Sec. 2515. Tenancies by the entirety— * * * 
(c) Exercise of election. The election pro­

vided by subsection (a) shaU be exercised by 
including such creation of a tenancy by the 
entirety or additions made to the value 
thereof as a transfer by gift, to the extent 
such transfer constitutes a gift, determined 
without regard to this section, in the gift 
tax return of the donor for the calendar 
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, irrespective of whether or not the 
gift exceeds the exclusion provided by sec­
tion 2503(b).

* * * * *
[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:
§25.2515—1 Tenancies by the entirety; 

in general.
*  *  *  *  *  ‘

(b) Gift upon creation of tenancy "by 
the entirety; in general. During calen­
dar years prior to 1955 the contribution 
made by a husband or wife in the crea­
tion of a tenancy by the entirety consti­
tuted a, gift to the extent that the con­
sideration furnished by either spouse ex­
ceeded the value of the rights retained by 
that spouse. The contribution made by 
either or both spouses in the creation of 
such a tenancy during the calendar year 
1955, any calendar year beginning before 
January 1, 1971, or any calendar quarter 
beginning after December 31,1970, is not 
deemed a gift by either spouse, regard- 
iess of the proportion of the total con­
sideration furnished by either spouse, 
rrfoc the donor spouse elects (see 
s ¿5.2515-2) under section 2515(c) to 
coi .suck transaction as a gift in the 
tov k ar <luarter or calendar year in 
s K « the transaction is effected. See 
1oiî'j 2~1̂ C) (1) tor the definition of 
J S &  quarter. However, there is a gift 
nSj~ the termination of such a tenancy, 
. Cr ^ an t>y the death of a spouse, if 

e proceeds received by one spouse on 
R a t i o n  of the tenancy are larger 

Proceeds allocable to the con- 
ideration furnished by that spouse to

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.

* * * * *
(d) Gift upon termination of tenancy 

by the entirety—(1) In general. Upon the 
termination of the tenancy, whether 
created before, during, or subsequent to 
the calendar year 1955, a gift may result, 
depending upon the disposition made of 
the proceeds of the termination (whether 
the proceeds be in the form of cash, prop­
erty, or interests in property). A gift 
may result notwithstanding the fact that 
the contribution of either spouse to the 
tenancy was treated as a gift. See 
§ 25.2515-3 for the method of 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-l(c) (1) 
for the definition of calendar quarter.
— (2) Termination. * * *

(ii) 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

* * * * *
(3) Proceeds of termination, (i) The 

proceeds of termination may be received 
by a spouse in the form of money, prop­
erty, or an interest in property. Where 
the proceeds are received in the form of

property (other than money) or an in­
terest in property, the value of the pro­
ceeds received by that spouse is the fair 
market value, on the date of 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 

loca l 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
ing received proceeds of termination in 
the 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. 

* * * * *
P ar. 62. Section 25.2515-2 is amended 

by revising paragraph (a) to read as 
follows:
§ 2 5 .2 5 1 5 —2 T enancies by the entirety; 

transfers treated as g ifts;  m anner o f  
e lection  and valuation.

(a) The election to treat the creation 
of a tenancy by the entirety in real prop-

FEDERAL REGISTER, VOL. 37, NO. 251— FRIDAY, DECEMBER 29, 1972



28732 RULES AND REGULATIONS

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 extensions 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 (c) (1) for the definition of 
calendar quarter.

* * * * *
P ar. 63. Section 25.2515-3 is amended 

by revising paragraph (b) to read as 
follows:
§ 2 5 .2 5 1 5 —3 Term ination o f  tenancy by  

the entirety; cases in which entire  
value o f  g ift  is determ ined under  
section  2 5 1 5 ( 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 (c> of § 25.2515-1) is not reduced 
by any amounts which otherwise would 
have been excludable under section 
2503(b) in determining the amounts of 
taxable gifts for 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 husband and wife each 
contributing $12,000 ahd 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

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 (c) as precedes subparagraph
(1) thereof to read as follows:
§ 2 5 .2 5 1 5 —4 T erm ination o f  tenancy by  

entirety; cases in  which none, or a 
portion  only, o f  value o f  g ift  is de­
term ined under section  2 5 1 5 (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 quarter see § 25.2502-1
(c)(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.

* * * * * *
(c) Valuation of gift where Tooth 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:,

* * * * *
P a r . 65. Section 25.2516-1 is amended 

by revising paragraph (b) to read as 
follows:
§ 2 5 .2 5 1 6 —1 Certain property settle­

m ents.
* * * * *

(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

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

P a r . 6 6 .  Section 25.2517-1 is a m e n d e d  
by revising so much of p a r a g r a p h  ( a )  (1) 
as follows subdivision (iii) to r e a 'd  as  
follows:
§ 2 5 .2 5 1 7 —1 E m ployee’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 payment, 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 .interest within the 
contemplation of § 25.2503-3 and no part 
thereof may be excluded in determining 
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.

* ♦ # * #
P a r . 67. Section 25.2521 is amended to 

read as follows:
§ 2 5 .2 5 2 1  Statutory provisions; specific 

exem ption .
Sec. 2521. 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
cise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1841) ]

Par. 68. Section 25.2521-1 is amended 
to read as follows:
§ 2 5 .2 5 2 1 —1 Specific exem ption.

(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 amounts 
claimed and allowed as an exemption in 
prior calendar quarters or calendar 
years. The exemption, at the option of the 
donor, may be taken in the full amount 
of $30,000 in a single calendar quarter or 
calendar year, or be spread over a penod 
of time in such amounts as the donor 
sees fit, but after the limit has been 
reached no further exemption is allow­
able. Except as otherwise provided in a 
tax convention between the Unitea 
States and another country, a donor wn 
was a nonresident not a citizen of “i 
United States at the time the got■ 
gifts were made is not entitled to tn 
exemption. For the definition of calena 
quarter see § 25.2502-1 (c) (1).

(b) No part of a donor’s lifetime spe­
cific exemption of $30,000 may be 
ducted from the value of a gift attribu - 
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
band 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 claimed 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 ) Statutory provisions; char.

itahle and sim ilar g ifts; citizens or
residents.

Sec. 2522. Charitable and similar gifts— (a) 
Citizens or residents. In computing taxable 
gifts for the calendar quarter, there shall be 
allowed as a deduction in the case of a citizen 
or resident the amount of all gifts made dur­
ing such quarter to or for the use of—

* • * * * , *
(2) A corporation, or trust, or community 

Chest, fund, or foundation, organized and 
operated exclusively for religious, charitable, 
scientific, literary, or educational purposes, 
including the encouragement of art and the 
prevention of cruelty to children or ani- 

als, no part of the net earnings of which 
benefit of any private share- 

oider or individual, no-substantial part of 
e activities of which is carrying on propa- 

ganda, or otherwise attempting, to influence 
gislation, and which does not participate 

nr’rtfJ^ervene in (including the publishing 
no^11 , butln8 of statem ents), any political 
lie 0n kchhlf of any candidate for pub-

v CL:2522(a) as amended by sec. 201(d) (4), 
fpWoTf r̂m Act 1969 C83 Stat. 561); sec.'102 

«^ xclse’ Estate, and Gift Tax Adjust­
ment Act 1970 (84 Stat. 1841) ]

,*?• Section 25.2522 (a)- 1 -  is 
vranv, p revising so much of para- 
thJr1 85 Precedes subparagraph (1) 
hereof to read as follows:

RULES AND REGULATIONS
§ 2 5 .2 5 2 2 (a )—1 Charitable and sim ilar  

g if t s ; 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:

* * * * *
P a r . 71. Section 25.2522(b) is amended 

by revising so mpeh 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:
§ 2 5 .2 5 2 2 (b )  Statutory p r o v i s i o n s ;  

charitable and sim ilar g ifts; nonresi­
dents.

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

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

* * * * *
(2) A domestic corporation organized and 

operated exclusively for religious, charitable, 
scientific, literary, or educational purposes,' 
including the encouragement of art and the  
prevention of cruelty to  children or animals 
no part of the net earnings of which inures 
to  the benefit of any private shareholder or 
individual, 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 (including the publishing or distrib­
uting of statem ents), 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 statem ents), 
any political campaign on behalf of any can­
didate for public office; but only if such gifts 
are to be used within the United States ex­
clusively for such purposes;

*  *  *  4c *

[Sec. 2522(b) as amended by sec. 201(d) (4), 
Tax Reform Act 1969 (83 Stat. 561); sec. 102
(e) (2) Excise, Estate, and Gift Tax Adjust­
m ent Act 1970 (84 Stat. 1841)]

P a r . 72. Section 25.2523(a) is amended 
to read as follows:
§ 2 5 .2 5 2 3 (a )  Statutory provisions; g ift  

to  sp o u se ; in  general.
Sec. 2523. G ift to  spouse— (a) In general. 

Where a donor who is a citizen or resident 
transfers during the calendar quarter by gift 
an interest in property to a donee who at 
the time of the gift is the jionor’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. 2523(a) as amended by sec. 102(c) (3), 
Excise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1841) ]

P a r . 73. Section 25.2523 (a)- 1  is 
amended by revising paragraphs (a) and
(b) , by redesignating paragraph (c) as
(d), and by inserting a new paragraph
(c) immediately after paragraph (b). 
These revised and added provisions read 
as follows:
§ 2 5 .2 5 2 3 (a )—!  G ift to spouse; in  gen­

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 gifts 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 (c) (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 the 
donor, at the time of the gift, was a non­
resident not a citizen of the United 
States. However, if the donor was a 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(b)-l 
through 25.2523 (f) —1 as “deductible in­
terests” and “nondeductible interests”, 
respectively.

(2) “Deductible i n t e r e s t 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”, (i) A 
property interest transferred by a donor 
to his spouse which is a “terminable in­
terest”, as defined in § 25.2523 (b) —1, is a 
“nondeductible interest” to the extent 
specified in that section.
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(ii) 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
vorce) for some, but not necessarily all, 
of the situations in which property is 
transferred by a donor to his spouse and 
not included in the total amount of gifts 
made during the calendar quarter or 
calendar year.

(c) 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 (b)) 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): *

Example (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 
am ount 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)).

Example (2). A donor made transfers by 
gift to  h is 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 o f 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 $1,500 
($3,000—-$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.

Example (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
1972 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)) .

Example (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 $10,000

cash on December 1, 1971. T he 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 1971; and the amount of taxable 
gifts is zero ($2,000—$1,000 (annual exclu­
s io n )—$1,000 (martial deduction)). For 
the fourth calendar quarter of 1971, the mari­
tal deduction is $5,000 (one-half 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 am ount of taxable gifts is 
$5,000 ($10,000—$5,000 (marital deduction)).

Example (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 oh 
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  
2503(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 against 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)).

Example (6). A donor made transfers by 
gift to his spouse of $2,000 cash on January 
1, 1972. 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 1971; and the amount of 
taxable gifts is zero ($2,000 —$1,000 (annual 
exclusion) —$1,000 (marital deduction)).

Example (7). A donor made a transfer by 
gift to his spouse of $12,000 cash on July 
1, 1955. The donor m ade.no other transfers 
during 1955. For the calendar year 1955 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 ($12,000 
—$3,000 (annual exclusion) —$6,000 (marital 
deduction)).

id) Valuation. If 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 transferred 
before January 1,1971). If the remainder 
is such that its value .is to be determined 
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).

P ar. 74. Section 25.2523 (d)-l is 
amended to read as follows:
§ 2 5 .2 5 2 3 (d )—!  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 latter in­
terest. Thus, if the donor purchased real 
property in the name of himself and wife 
as tenants by the entirety, or as joint 
tenants with right of survivorship and, 
pursuant to the provisions of section 2515
(c), elected to treat such transaction 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 in 
such property may be taken. See para­
graph (c) of § 25.2523 (b)-l, and section 
2524. t

Par. 75. Section 25.2524-1 is amended 
to read as follows:
§ 2 5 .2 5 2 4 —1 E xtent o f  deductions.

Under the provisions of section 2524, 
the charitable deduction provided for in 
section 2522 and the marital deduction 
provided for in section 2523 are allowable 
only to the extent that the gifts, witn 
respect to which those deductions are 
authorized, are included in the “tota 
amount of gifts” made during the calen­
dar quarter (with respect to gifts made 
after December 31, 1970) or calenda 
year (with respect to gifts made befor 
January 1, 1971), computed as proviaea 
in section 2503 and § 25.2503-1 (i-e->1 
total gifts less exclusions). The follow­
ing examples (in both of which it 
assumed that the donor has previously 
utilized his entire $30,000 specific exemp­
tion provided by section 2521) illustr 
the application of the provisions of 
section:
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Example (1). A donor made transfers by 
gift to bis spouse of $5,000 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 
fflinnria.r 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 exclusion) —$2,000 (marital deduc­
tion)). For the second calendar 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 quarter of 1971; and 
the amount of taxable gifts is $500 ($1,000— 
$500 (marital deduction) ) .

Example (2). The only gifts made by a 
donor to his spouse during calendar year 
1969 were a 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 
to $2,400. The amount of taxable gifts is zero 
($5,400—$3,000 (annual exclusion) —$2,400 
(marital deduction) ).

Par. 76. Section 25.6019 is amended to 
read as follows:
§ 25.6019 Statutory provisions ; g ift tax  

returns.
Sec. 6019. Gift tax returns— (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 charitable 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, 
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 
calendar quarter in the calendar year in 
which such transfer is made.
A return made pursuant to the provisions of 
this paragraph shall be deemed to be a re­
turn with respect to any transfer reported as 
a qualified charitable transfer for the calen- 
w quarter in which such transfer was made. 
(2) Definition of qualified charitable tratts- 

jer. For purposes of this section, the term  
qualified charitable transfer” means a trans- 
er by gift with respect to which a deduc- 
on is allowable under section 2522 in an 
f0?11™ e9ual to the amount transferred.

Tenancy by the entirety. For provisions 
ofa, f.^° requirement of return in the case 
f le c t io n  as treatment of gift by
Won 2515°  ̂ ênanc  ̂ t>y the entirety, see sec-

as amended by sec. 102(d) (I 
y A S + f i *  and Gift  Tax Adjustment l  ia70 (84 Stat, 1841) J

I 7, Action 25.6019-1 is amend 10 read as follows:
§ 25.6019-1 Persons 

returns.
required to file

aeift nrt a.er}eral- Except in the case of 
of a future interest in property, any

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 exceèds $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 $3,0Q0 (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 § 30Ï.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

“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 annuity interest, 
the transfer is not a “qualified charita­
ble transfer” because the value of the 
entire gift (Le., 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) Return 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 assessment under section 6501 runs 
from the date ®n which the return re­
porting the transfer is filed.

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

Example (I ) .  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 m ust 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).

Example (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
fied charitable transfer. B made no other 
gifts during 1971. B is not required to file a 
return for the gift to  C because 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, 
1971, 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 1971, the qualified charitable 
transfer m ust also be reported on that 
return.

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

(c) 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 thè 
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 
its filing within a reasonable time after 
such person becomes able to do so. If the 
return filed by the agent is not so ratified, 
it will not be considered the 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:
§ 2 5 .6 0 1 9 —2 R eturns required in  case  

o f  consent under section  2 5 1 3 .
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, a 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
sidered to have made any ¿ f t  (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

(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:
§ 2 5 .6 0 1 9 —3 Contents o f  return.

(a) In general. The return shall set 
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 ofJhe 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 transfers 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 full 
and adequate consideration in money or 
money’s worth.

Par. 80. Section 25.6019-4 is amended 
to read as follows:
§ 2 5 .6 0 1 9 —4  D escription  

listed  on  return.
o f  property

The properties comprising the gifts 
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 principal 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 at 
which returned, exact name of corpora­
tion, and, if the stock is unlisted, the lo­
cation of the principal business office, the, 
State in which incorporated and the dare 
of incorporation, or if the stock is listed, 
the principal exchange upon which sold. 
Description of notes shall include nam 
of maker, date on which given, date o 
maturity, amount of principal, amoun 
of principal unpaid, rate of interest an 
whether simple or compound, 
to which interest has been paid. H
gift of property includes accrued income
thereon to the date of the 8“*» .,
amount of such accrued income sn 
be separately set forth. Description 
the seller’s interest in land c°n,;r 
transferred shall include name of b y > 
date of contract, description of £ 
erty, sale price, initial payment, am 
of installment payments, unpaid 
ance of principal, interest rate an 
prior to gift to which interest hasi 
paid. Description of life insurance p . 
shall show the name of the insur ibing 
the number of the policy. In de 
an annuity, the name and address o 
issuing company shall be given,
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payable out of a trust or other fund, 
such a 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 it 
began shall be given, and if payable 
for the life of any person, the date of 
birth of that person shall be stated, 
judgments shall be 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; tim e for  

filing gift tax returns.
Sec. 6075. Time for filing estate and g ift 

tax 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 
quarter.
[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; tim e for  filing  

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 
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 
close of the calendar quarter in which 
the gift was made. For example, the gift 
tax return and payment of the tax for 
a 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 
gift tax return and pay the tax attribut­
able to that gift by November 15, 1972. 
With respect to gifts made before Jan­
uary l, 1971, unless an extension of time 

been granted, the due date is the 
15th day of April following the close of 
the calendar year in which the gift was 
made. For example, if an individual 
makes taxable gifts in January and April 
ot 1970, he must file his gift tax return 
and pay the gift tax no later than 
April 15, 1971. When the due date falls 
fh j 1ur̂ ay> Sunday, or a legal holiday, 
ne due date for filing the return is the 

next succeeding day which is not Satur- 
ay, Sunday, or a legal holiday. For defi- 

°t n legal holiday, see section 7503 
mid § 301.7503-1 of this chapter (Regu- 

wons on Procedure and Administra- 
°n). As to additions to the tax for fail- 
e Ale 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 (c) immediately after 
paragraph (b). These revised and added 
provisions read as follows:
§ 2 5 .6 0 9 1 —1 P lace for  filing  returns and  

other docum ents.
. (a) 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.

* * * * *
(c) Returns of certain nonresidents. 

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:
§ 2 5 .6 1 6 1  Statutory provisions; exten­

sion  o f  tim e for  paying tax.
Sec. 6161. Extension of tim e for paying 

tax— (a) Am ount determ ined by taxpayer on 
return— (1) General rule. The Secretary or 
his.delegate, except as otherwise provided in  
th is 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 
installm ent 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) Am ount determ ined 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 
m onths 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 th is subsection may be 
granted only Where it is shown to the satis­
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment thereof will result 
in undue hardship to the taxpayer in the 
case of a tax imposed by chapter 1 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 deficiency is due to
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negligence, to  intentional disregard of rules 
and regulations, or to fraud with intent to 
evade tax.

* * * * *
[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:
§ 2 5 .6 3 2 4  Statutory provisions; special 

lien s for  estate and g ift  taxes.
Sec. 6324. Special liens for estate and g ift 

taxes— * * *
(b) Lien for g ift tax. Except as otherwise 

provided in subsection (c ), unless the gift 
tax imposed by chapter 12 is sooner paid in 
fu ll ojf 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 paid 
when due, the donee of any gift shall be 
personally liable for such tax to the extent 
of the value of such gift. Any part of the 
property comprised in the gift transferred by 
the donee (or by a transferee of the donee) 
to  a purchaser or holder of a security inter­
est shall be divested of the lien Imposed by 
th is 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) Exceptions. (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(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) is not valid as against a lien or security 
interest, the priority of such lien or security 
interest shall extend to any item described 
in  section 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 ), (c ), 
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) ]

Par. 86. The following new sections are 
inserted immediately before § 25.7101:
§ 2 5 .6 9 0 5  Statutory provisions; dis­

charge o f  executor from  personal li­
ability for  decedent’s incom e and  
g ift taxes.

(a) Section 6905 as added by section 101 
(e) of the Excise, Estate, and Gift Tax Ad­
justm ent Act of 1970:

Sec. 6905. Discharge of executor from per­
sonal liability  for decedent’s income and g ift 
taxes— (a) Discharge of liability. In the case 
of liability 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 disci- 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.

(c) Cross-reference. For discharge of ex­
ecutor from personal liability 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 lieu thereof “9 
m onths”.
[Sec. 101(f), Excise, Estate, and Gift Tax 
Adjustment Act 1970 (84 Stat. 1838) ]
§ 2 5 .6 9 0 5 —1 Discharge o f  executor from  

personal liab ility  for  decedent’s in ­
com e and g ift 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

P ar. 87. Section 301.6019 is amended 
to read as follows:
§ 3 0 1 .6 0 1 9  Statutory provisions; g ift  

tax returns.
Sec. 6019. G ift tax returns— (a) In general. 

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 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  requirem ent. 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, 
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:
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 
qualified charitable transfer for the calendar 
quarter in which such transfer was made.

(2) Definition of qualified charitable trans­
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 transferred.

(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) ]

Par. 88. Section 301.6036-1 is amended 
by revising paragraph (b) to read as 
follows:
§ 3 0 1 .6 0 3 6 —1 N otice required o f  ex* 

ecutor or o f  receiver or other lik e  
fiduciary.
* * * * *

(b) Executors, 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).

(11) 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.

(B) Exception. Returns of—
(i) Persons who have no legal residence or 

principal place of business in any internal 
revenue district,

(ii) 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 
possessions of the United States), or section 
933 (relating to income from sources within 
Puerto R ico), and

(iv) Nonresident alien persons,
* * * * *

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:
§ 3 0 1 .6 0 4 0  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.

*  *  *  *  *

[Sec. 6037 as renumbered by sec. 64(c), 
Technical Amendments Act 1958 (72 Stat. 
1656); sec. 6, Act of Sept. 14, 1960 (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 1965 ( 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:
§ 3 0 1 .6 0 7 5  Statutory provisions; tim e  

for  filin g  estate and g ift  tax returns.
Sec. 6075. Time for filing estate and g ift 

tax returns— (a) Estate tax returns. Returns 
made under setcion 6018(a) (relating to 
estate taxes) shall be filed within 9 months 
after the date of the decedent’s death.

(b) G ift tax returns. Returns made under 
section 6019 (relating to  gift taxes) shall be 
filed on or before the 15th day of the second 
m onth 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:
§ 3 0 1 .6 0 9 1  Statutory provisions; place  

for  filin g  returns or other docum ents.
Sec. 6091. Place for filing returns or other 

docum ents. * * *
(b) Tax returns. In the case of returns of 

tax required under authority of part II of 
th is subchapter—

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

(i) 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

shall be made at such place as the Secretary 
or his delegate may by regulations designate.

(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 internal revenue district in 
which is located the principal place of busi­
ness or principal office or agency of the cor­
poration, or

(11) 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.

(B) Exception. Returns of—
(i) Corporations which have no principal 

place of business or principal office or agency 
in any internal revenue district,

(ii) Corporations which claim the benefits 
of section 922 (relating to special deduction 
for Western Hemisphere trade corporation), 
section 931 (relating to income from sources 
within possessions of the United States), or 
section 941 (relating to the special deduc­
tion for China Trade Act corporations), and

(iii) Foreign corporations,
shall be made at such place as the Secretary 
or his delegate may by regulations designate.

(3) Estate tax 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 tim e of his death, or

(ii) At a service center serving the inter­
nal revenue district referred to in clause (l). 
as the Secretary or his delegate may by regu­
lations designate.

(B) Exception. If the domicile of the de­
cedent was not in an internal revenue dis-. 
trlct, or if he had no domicile, the estate 
return required under section 6018 shall 
made at such place as the Secretary or 
delegate may by regulations designate.

(4) Hand-carried returns. Notwithstand­
ing paragraph (1), (2), or (3) . a .
which paragraph (1) (A), (2) (A), or (3) 1
would apply, but for this paragraph,
is made to the Secretary or his delegate oy 
hand-carrying shall, under regulations Pi* 
scribed by the Secretary or his delega > 
made in  the internal revenue distnee 
ferred to  in  paragraph (1) (A) (i), (2) ( M
or (3) (A) ( i) , as the case may be.

(5) Exceptional cases. Notwithstanding
paragraph (1), (2 ) ,'(3 ) , or (4) of this sub 
section, the Secretary or his deleg ^ 
permit a return to be filed in ah? * rpturn 
revenue district, and may require „jy
of any officer or employee of the- . _
Department to be filed in  any — or
enue district selected by the Sec
his delegate.
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[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:

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 deficiency is due to negligence, 
to intentional disregard of rules and regula­
tions, or to fraud with intent to evade tax. 

* ♦ * * * *
§ 301.6091—1 P lace for  filin g  returns 

and other docum ents.
* * * * *

(b) Exception 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 carryihg to such office.

* * * * *
Par. 93. Section 301.6161 is amended 

by revising section 6161(a) (1), by revis­
ing section 6161(b), and by revising the 
historical note. These revised provisions 
read as follows:
§ 301.6161 Statutory provisions; exten­

sion o f tim e for  paying tax.
Sec. 6161. Extension of tim e for paying 

tax—(a) Amount determ ined by taxpayer on 
return—(l) General rule. The Secrestary or 
bis 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 th is title- (or any 
installment thereof), for a reasonable period 
not to exceed 6 months (12 months in  the 
oase °f estate tax) from the date fixed for 
payment thereof. Such extension may exceed 
o months in the case of a taxpayer who is 
abroad.

* * * * *
(b) Amount determ ined as deficiency. 

Under regulations prescribed by the Secretary 
°r hi$ delegate, the Secretary or his delegate 
™ay extend, to the extent provided below, the 

me for payment of the amount determined 
as a deficiency:
i case of a tax imposed by chapter
’ OT 42, for a period not to exceed 18 

thnVifi the date fixed for payment of 
b. f ^®~c 6̂ncy and, in exceptional cases, for 

Iurther period not to exceed 12 months;
11 ̂  ?aS6 a âx imposed by chapter
thi> rt>r+a n° t  to exceed 4 years from
^flciency°therWlSe fiXed fOT Paym ell't  of

Wft«+^nslon under this subsection may be 
fa^H^T where it  is shown to the satis- 
the ™ °f the ®ecreftary or his delegate that 
f i x e d a  deficiency upon the date 
«nrtl,a®r the payment thereof will result in  

hardship to the taxpayer in  the case of

[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 S ta t  
1838)]

P ar. 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:
§ 3 0 1 .6 2 1 2  Statutory provisions; notice  

o f  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 deficiency to  the taxpayer by certi­
fied mail or registered mail.

(b) Address for notice of deficiency— (1) 
Income and g ift taxes and taxes 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 termi­
nated its existence.

* * * * •
(c) Further deficiency letters restricted—  

(1) General rule. If the Secretary or his 
delegate has mailed 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 tim e 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 assessm ents)..

(2) Cross references * * *
(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) , (J), Tax Reform 
Act 1969 ( 83 Stat. 524, 526); sec. 102(d)(5), 
Excise, Estate, and Gift Tax Adjustmexit Act 
1970 (84 Stat. 1842) ]

P ar. 95. Section 301.6212-1 is amended 
by revising paragraph (c) to read as 
follows:

§ 3 0 1 .6 2 1 2 -1  Notice o f  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).

P ar. 96. Section 301.6214 is amended 
to read as follows:
§ 3 0 1 .6 2 1 4  Statutory provisions; deter­

m inations by T ax Court.
Sec. 6214. Determination by Tax Court—

(a) Jurisdiction as to  increase of deficiency, 
additional amounts, or additions to  the tax. 
Except as provided by section 7463, the Tax 
Court shall have jurisdiction to redetermine 
the correct amount of the deficiency even if 
the amount so redetermined is greater than  
the amount of the deficiency, notice of which 
has been mailed 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 
deficiency 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 deficiency, 
but in so doing shall have no jurisdiction to 
determine whether or not the tax for any 
other year or calendar quarter has been over­
paid or Underpaid.

(c) Taxes 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 to 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 decision 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) (43), 
960(a), Tax Reform Act 1969 (83 Stat. 530, 
734);-sec. 102(d) (6), Excise, Estate, and Gift 
Tax Adjustment Act 1970 (84 Stat. 1841) ]

P ar. 97. Section 301.6314 is amended 
by revising section 6314(c) (2) and by 
adding a historical note. These revised 
and added provisions read as follows:
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§ 3 0 1 .6 3 1 4  Statutory provisions; re­

ceipt for  taxes.
Sec. 6314. Receipt for taxes. * * *
(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), Ex­
cise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1837) ]

P ar. 98. Section 301.6324 is amended 
to read as follows:
§ 3 0 1 .6 3 2 4  Statutory provisions; special 

liens for  estate and g ift  taxes.
Sec. 6324. Special liens for estate and gift 

taxes— (a) Liens for esta te tax. Except as 
otherwise provided in  subsection I c ) —

(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 having jurisdiction thereof, shall 
be divested of such lien.

(2) Liability of transferees and 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 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
sion, 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 possession, or beneficiary, 
or transferee of any such person, except any 
part transferred to a purchaser or a holder 
of a security interest.

(3) Continuance after discharge of fiduci­
ary. The provisions of section 2204 (relating 
to discharge of fiduciary from personal lia­
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 ©r 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 paid 
when due, the donee of any gift shall be per­
sonally liable 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 holder of a security inter­
est shall be divested of the lien imposed by 
th is  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) except 
any part transferred to a purchaser or holder 
of a security interest.

(c) Exceptions. (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 lien 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 lien or security interest to which it 
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)]

P ar. 99. Section 301.6324-1 is amended 
to read as follows:
§ 3 0 1 .6 3 2 4 —1 Special liens for  estate  

and g ift  taxes; personal liability o f  
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 grqss estate, 
whether or not the property comes into 
possession of the duly qualified 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;

(ii) 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) (I) 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 
ease 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
chaser or holder of a security interest; 
and

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

(b) Lien for gift tax. Except as pro­
vided in paragraph (c) 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 lien, to 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 section 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 described in 
;ither paragraph (a) or paragraph (b) 
if this section is not valid against a 
mechanic’s lienor (as defined in section 
3323(h) (2) and the regulations there­
under) and, subject to the conditions set 
forth under section 6323(b) (relating to 
protection for certain interests  ̂ even 
though notice filed), is not valid with re­
spect to any lien or interest described 
section 6323(b) and the regulations 
thereunder.

(2) If a lien described in qjther para­
graph (a) or paragraph (b) of this s e - 
tion is not valid against a lien or secur y 
interest (as defined in section 
(1) and the regulations thereunder). 
priority of the lien or security 
extends to any item described in sec
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6323(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  assessm ents and col­
lection; substantial om ission  o f  
items.

Sec. 6501. Lim itations on assessment and 
collection. * * *

(e) Substantial omission of item s. * * *
(2) Estate and g ift taxes. In the case of a 

return 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, 
or a proceeding in court, for the collection of 
such tax may be begun without assessment, 
at any time within 6 years after the return 
was filed. In determining the items omitted 
from the gross estate or the total gifts, there 
shall not be taken into account any item  
which 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 
delegate of the nature and amount of such 
item.

(3) Excise-taxes. In  the case of a return 
of a tax imposed under a provision of sub­
title D, if the return om its an amount of 
such tax properly includible thereon which 
exceeds 25 percent of the amount of, such 
tax reported thereon, the tax may be assessed, 
or a proceeding in court for the collection of 
such tax may be begun without assessment, 
at any time within 6 years after the return is 
filed. In determining the amount of tax 
omitted on a return, there shall not be taken  
into account any amount of tax imposed by 
chapter 42 which is omitted from the return 
n the transaction giving rise to  such tax is 
disclosed in the return, or in a statem ent at­
tached to the return, in a manner adequate to 
apprise the Secretary or his delegate of the 
existence and nature of such item.
[Sec. 6501(e) as amendecTby sec. 810(b), Ex­
cise Tax Reduction Act 1965 (79 Stat. 169);

sec. 101(g) ( 3 ) , Tax Reform Act 1969 (83 Stat. 
525); sec. 102(d) (8 ), Excise, Estate, and Gift 
Tax Adjustment Act 1970 (84 Stat. 1842) ]

Par. 101. Section 301.6501 (e )- l is 
amended by revising paragraph (b) (1) to 
read as follows:
§ 3 0 1 .6 5 0 1 (e )—!  O m ission 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.

* * * * *
P ar. 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:
§ 3 0 1 .6 5 0 4  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(b).

* * \  * * *
(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 
(c ), Tax Reform Act 1969 (83 Stat. 572); sec. 
101(d)(2), Excise, Estate, and Gift Tax Ad­
justm ent Act 1970 (84 Stat. 1837) ]

P ar. 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 :
§ 3 0 1 .6 5 1 2  Statutory provisions; lim ita­

tions in  case o f  petition  to Tax  
Court.

Sec. 6512. Lim itations in case of petition  
of Tax Court— (a) Effect of petition  of Tcuc 
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
scribed 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 failure 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

taxpayer for the recovery of any part of the  
tax shall be instituted in any court except—  

* * * * •
(b) Overpaym ent determ ined by Tax 

Court— (1) Jurisdiction to  determ ine. 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 jurisdiction 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, 1962 (Public Law 87-870, 76 Stat. 
1161); secs. 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) ]

P ar. 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:
§ 3 0 1 .6 5 1 2 —1 Lim itations in  case o f  pe­

tition  to T ax  Court.
(a) Effect of petition to Tax Court— 

Cl) 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.

* * * * *
(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—

* * * * *
Par. 104a. Section 301.6601-1 is 

amended by revising paragraph (b) (2) 
to read as follows:
§ 3 0 1 .6 6 0 1 —1 Interest on  underpay­

m ents.
* * * * *

(b) Exceptions to the general 
rule— * * *

(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 Decern* 
ber 31, 1970) after the date of the dece­
dent’s death to the date of the expiration 
of the period of thé 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.

* * v * * *
Par. 105. The following sections are in­

serted immediately after § 301.6904.
§ 3 0 1 .6 9 0 5  Statutory provisions; dis­

charge o f  executor from  personal l i ­
ability for  decedent’s incom e and g ift  
taxes.

(a) Section 6905 as added by section 101 
(e) of the Excise, Estate, and Gift Tax Ad­
justm ent Act of 1970 :

Sec. 6905. Discharge of executor from per­
sonal liability for decedent’s income and gift 
taxes— (a) Discharge of liability. In  the case 
of liability 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 noti­
fied, 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 defi­
ciency in  such tax thereafter found to  be

RULES AND REGULATIONS
due and shall be entitled to  a receipt or writ­
ing showing such discharge.

(b) Definition of executor. For purposes 
of th is section, the term “executor” means 
the executor or administrator of the dece­
dent 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 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 therepf “9 
m onths”. , *
[Sec. 101(f), Excise, Estate, and Gift Tax 
Adjustment Act 1970 (84 Stat. 1838) J
§ 3 0 1 .6 9 0 5 —1 D ischarge o f  executor  

from  personal liab ility  for decedent’s
' incom e and g ift  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 
year 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 provisions 
concerning the discharge of the executor

from personal liability for estate taxes 
imposed by chapter 11 of the Code, see 
section 2204 and the regulations there­
under.

[FR Doc.72-22292 Filed 12-28-72; 8:50 am]

[T.D. 7241]

p a r t  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 definitions 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 F ederal R egister (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:

P aragraph 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) (1) 
and (c) (3). These revised provisions 
read as set forth below.

Par. 2. There is inserted immediately 
before § 53.4946, 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.

P ar. 3. Section 53.4946-1, as set forth 
in paragraph 2 of the appendix to the 
notice of proposed rule making, is 
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 (f). 
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] J oh nnie  M. W alters, 
Commissioner of Internal Revenue.

Approved: December 26, 1972.
F rederick W. H ickman,

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) an 
4946 of the Internal Revenue Code o 
1954 as added by the Tax Reform c 
of 1969 (83 Stat. 515), there are addea 
the following regulations. In add:1 
temporary Treasury regulations §§
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