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TITLE 3—THE PRESIDENT
EXECUTIVE ORDER 10788

Susrenston or COMPLIANCE WITH CERTAIN
STATUTORY PROVISIONS RELATING TO
EMPLOYMENT IN THE CANAL ZONE

By virtue of the authority vested in me
by section 202 of the Department of
Commerce and Related Agencles Appro-

priation Act, 1959 (72 Stat. 236), and sec-
tion 607 of the Department of Defense
Avpropriation Act, 1959 (72 Stat. T24),

relating to certain kinds of employment
i the Canal Zone, and deeming such
' to be in the public interest, I
suspend, from and including the
¢ dales of those acts, compliance
with the provisions of the deslgnated sec-
i Provided, that this suspension
shall not be construed to affect the pro-
Visions of such sections relating to the
dmount of compensation that may be re-
celved by persons employed in skilled,

lical, clerical, administrative, exee-
Or supervisory positions on the Ca-
Al Zone directly or indirectly by any
2hch of the United States Government
any corporation or company the
Siock of which is owned wholly or in part
by the United States Government.

Dwignt D. ESENHOWER

Tae Ware Hovuse,
November 14, 1958,

IP. R. Doc. 58-0561: Piled, Nov. 14, 1958;
11:50 8. m.)

T —————

EXECUTIVE ORDER 10789

Arn:omzmc AGENCIES OF THE GOVERN~
MENT To Exzrcisg CERTAIN CONTRACT-
w. AuTHOmITY IN CoNNECTION WrTH
SATIONAL-Drrensy FUNCTions anp Pre-
SCluming REGULATIONS GOVERNING THE
SXERCISE OF Such AUTHORITY

¥ By virtue of the authority vested In
g7 2 the act of August 23, 1958, 72 Stat.
‘%, hereinafter called the act, and as
fﬁff:ld;mh Of the United States, and in
cor, F the existing national emergency
;’)’;‘-‘“fﬂ by Proclamation No. 2914 of
o oember 16, 1950, and deeming that
;;fh. action will facilitate the national
“ehze, 1t is herehy ordered as follows:

PART I—DEPARTMENT OF DEFENSE

Under such regulations, which shall be
uniform to the extent practicable, as may
be prescribed or approved by the Secre-
tary of Defense:

1. The Department of Defense Is au-
thorized, within the Hmits of the
amounts appropriated and the contract
authorization provided therefor, to enter
into contracts and into amendments or
modifications of contracts heretofore or
hereafter made, and to make advance
payments thereon, without regard to the
provisions of law relating to the making,
performance, amendment, or modifica~
tion of contracts, -whenever, in the Judg-
ment of the Secretary of Defense, the
Secretary of the Army, the Secretary of
the Navy, or the Secretary of the Alr
Force, or the duly authorized represent-
ative of any such Secretary, the national
defense will be facilitated therehy.

2. The Secretarles of Defense, the
Army, the Navy, and the Alr Force, re-
spectively, may exercise the authority
herein conferred and, in thelr discretion
and by their direction, may delegate such
authority to any other military or civilian
officers or officiails of their respective
departments, and may confer upon any
such military or civilian officers or offi-

cials the power to make further delega-;

tions of such authority within their re-
spective commands or organizations:
Provided, that the authority herein con-
ferred shall not be utilized to obligate
the United States in an amount in ex-
cess of $50,000 without approval by an
official at or above the level of an Assist-
ant Secretary or his Deputy, or by a de-
partmental Contract Adjustment Board.

3. The contracts hereby authorized to
be made shall include agreements of all
kinds (whether in the form of letters
of intent, purchase orders, or otherwise)
for all types and kinds of property or
services necessary, appropriate, or con-
venient for the national defense, or for
the invention, development, or produc-
tion of, or resedtch concerning, any such
property or services, including, but not
limited to, aircraft, misstles, buildings,
vessels, arms, srmament, equipment or
supplies of any kind, or any portion
thereof, including plans, spare parts and
equipment therefor, materials, supplies,
facilities, utilities, machinery, machine
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tools, and any other equipment without
any restriction of any kind as to W&
character, location, or form, I

4, The Department of Defense m'\v_}‘_x:-
agreement modify or amend or e
claims under contracts heretofor
hereafter made, may make acdvance
ments upon such contracts of any Pt~
tion of the contract price, and may enter
into agreements with contractors or ov°
ligors modifying or releasing 80T d
obligations of any sort, including ac
liquidated damages or lability I
surety or other
modifications of contracts msy be
or without consideration and may
utilized to accomplish the same thing
as any original contract could have u--1 -
complished hereunder, irrespective 9
the time or circumstances of the making,
or the form, of the contract amer

tions thereof.
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5. Proper records of all actions taken
under the authority of the act shall be
maintained within the t of
Defense, The Secretaries of Defense,
the Army, the Navy, and the Afr Foree
shall make such records available for
public' Inspection except to the extent
that they, or their duly authorized repre-
scntatives, may respectively deem the
disclosure of information therein to be
detrimental to the national security.

6. The Department of Defense shall,
by March 15 of each year, report to the
Congress all actions taken within that
department under the authority of the
act during the preceding calendar year,
With respect to actions which involve
actunl or pétentinl cost to the United
States In excess of $50,000, the report
shall (except as the disclosure of such
nformation may be deemed to be detri-
mental to the national security) —

‘o) name the contractor:

(b) state the actual cost or estimated
potential cost involved:

(c) describe the property or services
involved; and

(d) state further the circumstances
Juslifying the action taken.

7. There shall be no diserimination in
any act performed hereunder against
iny person on the ground of race, re-
lizlon, color, or national origin, and all
toniracts entered into, amended, or
Mmodified hereunder shall contain such
nondiserimingtion provision as otherwise
be required by statute or Executiye

. No claim against the United States
ising under any purchase or contract
mads under the authority of the act and
this order ghall be assigned except in ac-
cordance with the Assignment of Claims
Act of 1040 (54 Stat. 1029), ps amended.

9. Advance payments shall be made
hereunder only upon obtaining adequate

security,
entered  into,

10. Every contract
imended, or modified pursuant to this
order shall contain a warranty by the
‘C(C-r:‘.:mctor in substantially the following

S8

"The Contractor

» Or contingent fee, except
bona-fide employees or R etide b

shed commercial or selling agencies
maintained by the contrbusmm" .
Durpose of 'seg ity A
breach or violation of this wars o i
Government ghan have the right to an-
ul this contract without liability or, in
its disoretion, to

commission, Percentage, brokerage, or
Contingent fop.
c,,“‘- All contracts entered into, amend-
t;:j.ror Todified pursuant to Suthority.of
M.{, f)rdcr shall include a clause to the ef -
United & e Comptroler General of the
thon States or any of his duly aue
o126d representatives shall, until the

g.rp!muon of Years after final pay-
%, have access to and the right to
EXamine

FEDERAL REGISTER

volving transactions related to, such
contracts or subcontracts.

12. Nothing herein contained shall be
construed to constitute autharization
hereunder for—

(a) the use of the cost-plus-a-per-
centage-of-cost system of contracting;

(b} any contract in violation of exist-
Ing Inw relating to limitation of profits
or fees;"

(¢) the negotiation of purchases of or
contracts for property or services ye-
quired by law to be procured by formal
advertising and competitive bidding;

(d) the waiver of any bid, payment,
performance, or other bond required by
law;

(e) the amendment of & contract ne-
gotinted under section 2304 (a) (15) of
title 10 of the United States Code to in-
Crease the contract price to an amount
higher than the lowest rejected bid of
any responsible bidder; or

() the formalization of an informal
commitment, unless the Secretury of
Defense, the Seeretary of the Army, the
Secretary of the Navy, or the Secretary
of the Air Force, or the duly authorized
representative of any such Secretary,
finds that at the time the commitment
was made it was impracticable to use
normal procurement proceditres,

13. The provisions of the Walsh-Healey
Act (49 Stat. 2036), as amended, the
Davis-Bacon Act (49 Stat. 1011), as
amended, the Copeland Act (48 Stat.
948), as amended, and the Eight Hour
Law (37 Stat. 137), as amended, if other-
wise applicable, shall apply to contracts
made and performed under the authority
of this order, -

14. Nothing herein contained shall
prejudice anything heretofore done un-
der Executive Order No. 9001 of Decem-
ber 27, 1941, or Executive Order No.
10210 of February 2, 1951, or any amend-
ments or extensfons thereof, or the con-
tinuance In force of an action heretofore
taken under those orders or any amend-
ments or extensions thereof.

15. Nothing herein contained shall
prejudice any other authority which the
Department of Defense may have to
enter into, amend, or modify contracts,
and to make advance payments,

Part II—EXTENSION OF PROVISIONS OF
PARAGRAPHS 1-14

21. Subject to the lmitations and
regulations contained in paragraphs 1 to

8899

14, Inclusive, hereof, and under any regu-
Iations prescribed by him in pursuance of
the provisions of paragraph 22 hereof,
the head of each of the following-named
agencles is authorized to perform or ex-
ercise as to his agency, independently of
any Secretary referred to in the sald
paragraphs 1 to 14, all the functions
and authority vested by those para-
graphs In the Secretaries mentioned
therein:

Department of the Treasury

Department of the Interior

Department of Agriculture

Department of Commerce

Atomic Energy Commission

General Services Administration

Office of Civil and Defense Mobillza-
tion

National Aeronautics and Space Ad-
ministration

Federal Aviation Agency

Tennessce Valley Authority

Government Printing Office

22. The head of each agency named In
paragraph 21 hereof is authorized to pre-
seribe regulations governing the carry-
Ing out of the functions and authority
vested with respect to his agency by the
provisions of paragraph 21 hereof, Such
rezulations shall, to the extent practi-
cable, be uniform with the regulations
prescribed or approved by the Secretary
of Defense under the provisions of Part
I of this order,

23. Nothing contained herein shall
prejudice any other authority which any
agency named in paragraph 21 hereof
may have to enter into, amend, or modify
contracts and to make advance pay-
ments,

24. Nothing contained in this Part
shall constitute authorlzation there-
under for the amendment of a contract
negotiated under section 302 (o) (14) of
the Federal Property and Administrative
Services Act of 1049 (63 Stat, 394), as
amended by section 2 (b) of the act of
August 28, 1958, 72 Stat. 966, to increase
the contract price to an amount higher
than the lowest rejected bid of any
responsible bidder,

Dwicnr D, EISENHOWER

THE Wiite Housg,
November 14, 1958.

IP. R. Doc, 58-9562: Piled. Nov. 14, 1958;
11:50 a. m.}

RULES AND REGULATIONS

TITLE 5—ADMINISTRATIVE
PERSONNEL

Chapter I—Civil Service Commission

PART 6—EXCEPTIONS FROM THE
COMPETITIVE SERVICE

DEPARTMENT OF HEALTHEDUCATION,
AND WELFARE

Effective upon publication in the Fen-
ERAL REGISTER, subparagraph (13) of
§ 6.314 (a) is amended to read as set out
below.

§6.314 Department of Heallh, Edu-
cation, and Welfare—a) Office of the
Secretary, * * * .

(13) One Confidential Assistant to the
Under Secretary.

(R. 8. 1753, zec, 2, 22 Stat. 403, as amended;
5U.S.C.631,633)

UNITED S7ATES CIvIL SERVICE
COMMISSION,
W C. Hunt,
Ezxecutive Assistant.

[F. R. Doc: 58-9485: Filed, Nov. 14, 1958;
8:46 0. m.|

[SRAL)
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Part 6—ExcepTIONS FROM THE
COMPETITIVE SERVICE

GENERAL SERVICES ADMINISTRATION

Effective upon publication in the Fed-
ERAL REoIsTER, subparagraph (3) of
§ 6.333 (a) is revoked.

(R. 8.17563, sec. 2, 22 Stat. 403, as amended;
b U. 8. C. 631, 633)

Ustrep Stares Civin SERv-
ICE COMMISSION,
Wu. C. Hury,
Executive Assistant.
[P, R, Doc, 58-0489; Filed, Nov. 14, 1058;
8:47 a. m.)

[SEAL)

PART 20—RETIREMENT
REEMPLOYMENT OF ANNUITANTS

Section 29.18 (o) is amended as set
out below. :

£20.18 Reemployment of annuitants.
. " »

(¢) 'This paragraph shall apply to
each annuitant (1) who retired for dis-
ability and Is found before reaching age
60 to be recovered or restored to earning
capacity, or (2) whose annuity is based
on involuntary separation for reasons
other than age or misconduct or delin-
quency. If such annuitant becomes em-
ployed on or after October 1, 1956 in an
appointive or elective position wherein
he is not excluded from retirement cov-
erage by statute or by § 20.2, (i) his an-
nuity shall be tesminated at the end of
the month preceding the month in which
he becomes employed, (i) retirement
deductions shall be made from his salary,
and (i) his future annuity rights shall
be determined under the law in effect at
the date of his subsequent separation, If
such annuitant becomes employed on or
after October 1, 1956, and before Noyem-
ber 15, 1958, in an appointive or elective
position wherein he is excluded from re-
tirement coverage by statute or by § 29.2
(a) his annuity shall be suspended from
the first day of the month in which he
pecomes employed, (b) no retirement
deductions shall be made from his
salary, and (¢) his annuity shall be re-
sumed at the same rate from the first
day of the month after the month in
which his subsequent separation occurs,
If such annuitant becomes employed on
or after November 15, 1958, In an ap-
pointive or elective position wherein he
is excluded from retirement coverage by
statute or by §20.2, (1) his annuity
shall not be suspended, (2) no retire-
ment deductions shall be made from his
salary, and (3) there shall be deducted
{from his salary, except for lump-sum
leave purposes, an amount equal to the
annuity allocable to the period of actual
employment.

(Sec, 16, 70 Stat, 758; 5 U. 8, C. 2266) 3
UNITED STATES CIvIL SERV-
1cE COMMISSION,
[seaL] Wi C. Huu,
Executive Assistant.

IF. R, Doc. 58-0526; Flled, Nov. 14, 1958;
9i1la. m.|

RULES AND REGULATIONS

TITLE 7—AGRICULTURE

Chapter IX—Agricultural Marketing
Service (Marketing Agreements and
Orders), Department of Agriculture

[Navel Orange Reg, 142)

PaRT 914—NAVEL ~ORANGES GROWN IN
ARIZONA AND DESIGRATED PART OF
CALIFORNIA

LIMITATION OF HANDLING

£ 914442 Navel Orange Regulation
142—(a) Findings. (1) Pursuant to the
marketing agreement, as amended, and
Order No. 14, as amended (7 CFR Part
914), regulating the handling of navel
oranges grown in Arizona and designated
part of California, effective under the
applicable provisions of the Agricultural
Marketing Agreement Act of 1937, as
amended (7 U. 8. C. 601 et seq,; 68 Stat.
906, 1047), and-upon the basis of the
recommendation and information sub-
mitted by the Navel Orange Administra-
tive Committee, established under the
said amended marketing agreement and
order, and upon other available informa=
tion, it is hereby found that the limita-
tion of handling of such navel oranges as
hereinafter provided will tend to effec-
tuate the declared policy of the act,

(2) It is hereby further found that it
is impracticable and contrary to the pub-
lic interest to give preliminary notice,
engage in public rule-making procedure,
and postpone the effective date of this
section until 30 days after publication
hereof in the FEpERAL REGISTER (60 Stat,
237; 5 U. S. C. 1001 et seq.) because the
time intervening between the date when
information upon which this section is
based became available and the  time
when this section must become effective
in order to effectuate the declared policy
of the act is insufficient, and a reason-
able time is permitted, under the cir-
cumstances, for preparation for such ef-
fective time; and good cause exists for
making the provisions hereof effective
as herelnafter set forth. The Committee
held an open meeting during the current
week, after giving due notice thereof, to
consider supply and market conditions
for navel oranges and the need for regu-
lation; interested persons were afforded
an opportunity to submit information
and views at this meeting; the recom-
mendation and supporting information
for regulation during the period specified
herein were promptly submitted to the
Department after such meeting was held;
the provisions of this section, including
its effective time, are identical with the
aforesaid recommendation of the com-
mittee, and information concerning such
provisions and effective time has been
disseminated among handlers of such
navel oranges; it is necessary, in order
to effectuate the declared policy of the
act, to make this section effective during
the period herein specified; and compli-
ance with this section will not require
any special preparation on the part of

persons subject hereto which cannot be

completed on or before the effective date
hereof. Such committee meeting was
held on November 13, 1958,

M) Order. (1) Therespective quanti-
ties of navel oranges grown In Arizona
and designated part of California which
may be handled during the period begin-
ning at 12:01 a. m., P. s, t.,, November 16,
1958, and ending at 12:01 a. m., P. 8. {.,
November 23, 1968, are hereby fixed as
follows:

(1) District 1: 739,200 cartons;

(i) District 2: Unlimited movement;

(iif) District 3: Unlimited movement;

(iv) District 4: Unlimited movement,

(2) All navel oranges handled during
the period specified in this section are
subject algo to all applicable size restric-
tions which are in effect pursuant to this
part during such period.

(3) As used in this section, “handled "
“District 1, “District 2," “District 3,"
“District 4,” and “carton’” have the same
meaning as when used in said amended
marketing agreement and order.

(Sec. B, 40 Stat. 853, as amended; 7 U, 8. C,
608¢)

Dated: November 14, 1058,

[SEAL] S. R, SMITH,
Director, Fruit and Vegelable
Division, Agricultural Mar-

keting Service.

[F. R. Doc, §8-9500; Filed, Nov. 14, 1058;
11:30a.m.]

[Orange Reg. 348]

Parr 033—ORANGES, GrAPEFRUIT, TAN<
GERINES, " AND TANGELOS GROWN 1N
FLORIDA

LIMITATION OF SHIPMENTS

§ 033.929 Orange Regulation 348—(a)
Findings. (1) Pursuant to the market-
ing agreement, as amended, and Order
No. 33, as amended (T CFR Part 933),
regulating the handling of orances,
grapefruit, tangerines, and tani
grown in Florida, effective under the
applicable provisions of the Agricultural
Marketing Agreement Act of 1937, ns
amended (7 U. 8. C, 601 et scq.), and
upon the basis of the recommendations
of the committees established under the
aforesaid amended marketing agree-
ment and order, and upon other avai-
able information, it is hereby found that
the limitation of shipments of oranscs,
except Temple oranges, as herelnafier
provided, will tend to effectuate the de-
clared policy of the act. :

(2) It 48 hegeby further found tha
it is tmpracticable and contrary to toe
public interest to give preliminary no-
tice, engage in public rule-making pro-
cedure, and postpone the effective date
of this section until 30 days after pub-
lication thereof in the FEDERAL REGISTER
(60 Stat, 237; 5 U. 8. C. 1001 et 8eq.)
because the time intervening bc{\:'c.-e-n
the date when information upon which
this section is based became available
and the time when this section “”f‘
become effective in order to effectuate
the declared policy. of the act I8 fnsufli-
clent; a reasonable time is permitted,
under the circumstances, for preparas
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tion for such effective time; and good
cause exists for making the provisions
hercof  effective as hereinafter set
forth.  Shipments of oranges, except
Temple oranges, grown in the produc-
tion area, are presently subject to
regulntion by grades and 'sizes, pursu-
ant to the amended marketing agree-
ment and order; the recommendation
and supporting information for reg-
uhation during the period specified
herein  were promptly submitted to
the Department after an open meeting of
the Growers Administrative Committee
on November 11, 1958, such meeting was
held to consider recommeéndations for
regulntion, after giving due notice of
such meeting, and Interested persons
were afforded an opportunity to submit
thelr views at this meeting; the provi-
slons of this section, including the effec~
tive time hereof, are identical with the
sforesaid recommendation of the com-
mittee, and Information concerning such
provisions and effective time has been
disseminated among handlers of such
orances; it°Is necessary, in order to
ate the declared policy of the act,
to make this section effective during the
period herelnafter set forth so as to
provide for the continued regulation of
the handling of oranges, except Temple
aranges, and compliance with this sec-
Hon will not require any special prepara-
ton on the part of the persons subject

terelo which eannot be completed by
the effective time hereof.
(b Order, (1) Terms used in the

imended marketing agreement and
drder shall, when used herein, have the
fame meaning as is given to the respec-
Hve term in said amended marketing
dreement and order; and terms relating
10 grade, diameter, standard pack, and
Handard box, as used herein, shall have
he same meaning as is given to the re-
ective term In the amended United
States Standards for Florida Oranges
id Tangelos (§$51.1140 to 51.1186 of
this title: 22 P R, 6676) .

1'2- During the period beginning at
<0l o m, e st November 17, 1958,
Snd ending at 12:01 a. m.,e. s. &, Decem=-
ber 1, 1058, no handler shall ship between
the production area and any point out-

o, Dcreof in the continental United
Sutes, Canada, of Mexico:

' Any oranges. except Temple
¥anges, grown in the production area,
%hich do not grade at least U, S. No. 1

onze; op

uh Any
atges oranges, except Temple

Whioh -, 21OWN in the production area,
: ;t ! ire of a size smaller than 2%
n-’;r 165 in diameter, except that a toler-

‘¢ of 10 percent, by count, of oranges
:gl-\”yr than such minimum diameter

8l be permitted. which tolerance shall
,‘Oappnr-d in accordance with the provi-
08 for the application of tolerances,

’SD(’Ciﬂrd In the amended United States
tandards

oranges in any lot which
. iller than 2%, inches in diameter,

Percentage shall be besed only on
A sl SREES in such lot which are of
smale. - 16 Inches in diameter and

FEDERAL REGISTER
(Sec. 5, 49 Stat. 753, as amended; 7 U. S. C.
6808¢c)

Dated: November 12, 1958,

IseaL) 8, R. SmiTH,
Director, Fruit and Vegetable
Division, Agricultural Mar-
keting Service.

[P. R. Doc. 58-9518; Filed, Nov. 14, 1058;
8:10 a. m.)|

[Grapefruit Reg. 200)

PART 032—ORANGES, GRAPEFAUIT, TAN-
GERINES, AND TANGCELOS GROWN IN
Fromioa

LIMITATION OF SHIFMENTS

§933.930 Grapefruit Regulation 296—
(a) Findings. (1) Pursuant to the mar-
keting agreement, ns amended, and
Order No. 33, as amended (7 CFR Part
933), regulating the handling of oranges,
grapefruit, tangerines, aad tangelos
grown in Florida, effective under the ap-
plicable provisions of the Agricultural

Marketing Agreement Act of 1937, as-

amended (7 U. 8. C. 601 et seq.), and
upon the basis of the recommendations of
the committees established under the
aforesald amended marketing Agreement
and order, and upon other available in-
formation, it is hereby found that the
limitation of shipments of grapefruit, as
hereinafter provided, will tend to effec-
tuate the declared policy of the act.
(2) It is hereby further found that it
is impracticable and contrary to the pub-
lic interest to give preliminary notlee,
engage in public rule-making procedure,
and postpone the effective date of this
section until 30 days after publication
thereof in the FEpERAL REGISTER (60 Stat.
237; 5 U. 8, C. 1001 et seq.) because the
time intervening between the date when
Information upon which this seetion is
based became available and the time
when this section must become effective
In order to effectuate the declared policy
of the act is insufficient: a reasonable
time is permitted, under the ecircum-
stances, for preparation for such effec-
tive time; and good cause exists for
making the provisions hereof effective as
hereinafter set forth. Shipments of all
grapefruit, grown in the production area,
are presently subject to regulation by
grades and sizes, pursuant to the amend-
ed marketing agreement and order; the
recommendation and supporting infor-
mation for regulation during the period
specified herein were promptly submitted
to the Department after an open meet-
ing of the Growers Administrative
Commitiee on November 11, 1958, such
meeting was held to consider recom-
mendations for regulation, after giving
due notice of such meeting, and interest-
ed persons were afforded an opportunity
to submit their views at this meeting;
the provisions of this section, including
the effective time hereof, are identical
with the aforesaid recommendation of
the committee, and information con-
cerning such provisions and effective
time has been disseminated among
handlers of such grapefruit: it is neces-
sary, in order to effectuate the declared
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policy of the act, to make this section
effective during the period hereinafter
set forth so as to provide for the con-
tinued regulation of the handling of
grapefruit, and compliance with this
section will not require any special prep-
aration on the part of the persons sub-
ject thereto which cannot be completed
by the effective time hereof.

(b)Y Order. (1) Terms used in the
amended marketing agreement and
order shall, when used herein, have
the same meaning as is given to the
respective term in said amended market-
ing agreement and order: and terms re-
lating to grade, dinmeter, standard pack,
and standard box, as used herein, shall
have the same meaning as js given to
the respective term In the United States
Standards for Florida Grapefruit
(5 51.750 to 51,790 of this title) : and the
term “mature” shall have the same
meaning as set forth in section 601.18
Florida Statutes, Chapters 28492 and
28090, known as the Florida Citrus Code
of 1949, as supplemented by section
601.17 (Chapters 25149 and 28090) and
also by section 601.18, as amended June
2, 1955 (Chapter 29760),

(2) During the period beginning at
12:01 a. m,, e, 5. t., November 17, 1958,
and ending at 12:01 a. m,, e, 5. t., Decem-
ber 1, 1958, no handler shall ship between
the production area and any point out-
side thereof in the continental United
States, Canada, or Mexico:

(1) Any grapefruit, grown in the pro-
duction area, which are not mature and
do not grade at least U. S, No. 1 Bronze;

(1) Any seeded grapefruit, grown in
the production area, which are of a slze
smaller than 31%, inches in diameter,
measured midway at a right angle to a
straight line running from the stem to
the blossom end of the fruit, except that
a tolerance of 10 percent, by count, of
seeded grapefruit smaller than such
minimum size shall be permitted, which
tolerance shall be applied in accordance
with the provisions for the application of
tolerances, specified in the revised United
States Standards for Florida Grapefruit
(8§ 51.750 to 51.790 of this Litle): or

(i) Any seedless grapefruit, grown In
the production area, which are smaller
than 3%, inches in diameter, measured
midway at a right angle to a straight
line running from the stem to the
blossom end of the fruit, except that a
tolerance of 10 percent, by count, of
seedless grapefruit smaller than such
minimum size shall be permitted, which
tolerance shall be applied in secord-
ance with the provisions for the appli-
cation of tolerances, specified in sald re-
vised United States Standards for Florida
Grapefruit,

(Sec. 5, 49 Stat. 753, as amended; 7 U. 8, C.
608¢c)

Dated: November 12, 1958,

[SEAL] 8. R. Smrrn,
Director, Fruit and Vegetable

Division, Agricultural Mar-
keting Service.
[F. B, Doc, 58-9519; Piled, Nov, 14, 1058;
9:10a. m.]
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[Tangerine Reg. 202)

Part 033—ORANGES, GRAPEFRUIT, TAN=
cERINES, AND TANGELOS GROWN IN
FLORIDA

LIMITATION OF SHIPMENTS

£ 033.931 Tangerine Regulation 202—
(n) Findings. (1) Pursuant to the mar-
keting agreement, as amended, and
Order No. 33, as amended (7 CFR Part
933), regulating the handling of oranges,
grapefruit, tangerines, and tangelos
grown in Florida, effective under the ap-
plicable provisions of the Agricultural
Marketing Agreement Act of 1937, as
amended (7 U. 8. C. 601 et seq.), and
upon the basis of the recommendations
of the committees established under the
aforesaid amended marketing agreement
and order, and upon other avallable in-
formation, it is hereby found that the
limitation of shipments of tangerines, as
hereinafter provided, will tend to effec-
tuate the declared policy of the act.

(2) It is hereby further found that it
is impracticable and contrary to the pub-
lic interest to give preliminary notice,
engage in public rule-making procedure,
and postpone the effective date of this
section until 80 days after publication
thereof in the FeperaL REGISTER (60 Stat.
237: 5 U. 5. C. 1001 et seq.) because the
time intervening between the date when
information upon which this section Is
based became available and the time
when this section must become effective
in order to effectuate the declared policy
of the act is insufficlent; a reasonable
time is permitted, under the circum-
stances, for preparation for such effective
time: and good cause exists for making
the provisions hereof effective as here-
inafter set forth. Shipments of tange-
rines, grown in the production area, are
presently subject to regulation by grades
and sizes, pursuant to the amended mar-
keting agreement and order; the recom=-
mendation and supporting information
{or regulation during the period specified
herein were promptly submitted to the
Department after an open meeting of
the Growers Administrative Committee
on November 11, 1958, such meeting was
held to consider recommendations for
regulation, after giving due notice of such
meeting, and interested persons were
afforded an opportunity to submit their
views at this meeting; the provisions of
this section, including the effective time
hereof, are identical with the aforesald
recommendation of the committee, and
information concerning such provisions
and effective time has been disseminated
among handlers of such tangerines; it
{s necessary, in order to effectuate the
declared policy of the act, to make this
section effective during the period here-
inafter set forth so as to provide for the
continued regulation of the handling of
tangerines, and compliance with this sec-
tion will not require any special prepara-
tion on the part of the persons subject
thereto which cannot be completed by
the effective time hereof.

(b) Order. (1) Terms used in the
amended marketing agreement and order
shall, when used herein, have the same
meaning as is given to the respective
term in said amended marketing agree-
ment and order; and terms relating to
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grade, diameter, and standard pack, as
used herein, shall have the same meaning
as is given to the respective term in the
United States Standards for Florida
Tangerines (§§ 51.1810 to 51.1836 of this
title).

(2) During the period beginning at
12:01 a. m., e s. t., November 17, 1958,
and ending at 12:01 a, m,, €. & t., De-
cember 1, 1958, no handler shall ship
between the production area and any
point outside thereof in the continental
United States, Canada, or Mexico:

(1) Any tangerines, grown in the pro-
duction area, that do not grade at least
U.S.No.1;or

(i) Any tangerines, grown in the pro=-
duction area, that are of a size smaller
than 26{s inches in diameter, except that
a tolerance of 10 percent, by count, of
tangerines smaller than such minimum
dlameter shall be permitted, which toler-
ance shall be applied in accordance
with the provisions for the application
of tolerances specified in the United
States Standards for Florida Tangerines
(§8'51.1810 to 51.1836 of this title).
(Sec. 5, 40 Stat. 753, a8 amended; 7 U. 8, 0.
6080)

Dated: November 12, 1058,

[sEaL] 8. R. SvITH,
Director, Fruit and Vegetable

Division, Agricultural Mar-
keting Service.
|F. R. Doc¢, 58-9520; Filed, Nov. 14, 1658;
9:10 8. m.}

————————————
[Tangelo Reg. 8]

Part 033—ORrANGCES, GRAPEFRUIT, TAN-
GERINES, AND TANGELOS GROWN IN
FLORIDA

LIMITATION OF SHIPMENTS

£ 933.932 Tangelo Regulation 8—(a)
Findings. (1) Pursuantto the marketing
agreement, as amended, and Order No.
33, as amended (7 CFR Part’933), regu-
lating the handling of oranges, grape-
fruit, tangerines, and tangelos grown in
Florida, effective under the applicable
provisions of the Agricultural Marketing
Agreement Act of 1837, as amended (7
U. 8. C. 601 et seq.), and upon the basis
of the recommendations of the commit-
tees established under the aforesaid
amended marketing agreement and
order, and upon other available informa-
tion, it is hereby found that the limita-
tion of shipments of tangelos, as herein-
after provided, will tend to effectuate the
declared policy of the act.

(2) It is hereby further found that it
is impracticable and contrary to the
public interest to give preliminary notice,
engage in public rule-making procedure,
and postpone the effective date of this
section until 30 days after publication
thereof in the PEDERAL REGISTER (60 Stat.
237: 5 U. 8. C. 1001 et seq.) because the
time intervening between the date when
information upon which this section is
based became available and the time
when this section must become effective
in order to effectuate the declared policy
of the act is insufficient; a reasonable
time is permitted, under the circum-
stances, for preparation for such effec-
tive time: and good cause exists for

making the provisions hereof effective
as hereinafter set forth. Shipments of
tangelos, grown in the production ores,
are presently subject to regulation by
grades and sizes, pursuant to ibe
amended marketing agreement and or-
der: the recommendation and supports
ing information for regulation during the
period specified herein were promptly
submitted to the Department after an
open meeting of the Growers Adminis-
trative Committee on November 11, 1858,
such meeting Was held to consider
recommendations for regulation, after
giving due notice of such meeting, and
interested persons were afforded an op-
portunity to submit their views at this
meeting: the provisions of this section,
including the effective time hercof, are
identical with the aforesaid recommen-
dation of the committee, and informa-
tion concerning stuch provisions and ef-
fective time has been disseminated
among handlers of such tangelos; it i
necessary, in order to effectuate the de-
clared policy of the act, to make this
section effective during the period here-
{nafter set forth so as to provide for the

continued regulation of the handling of
tangelos, and compliance with this see-
tion will not require any special prepara=
tion on the part of the persons subject
thereto which cannot be completed by
the effective time hereof.

(b) Order. (1) Terms used in the
amended marketing agreement @ d

order shall, when used herein, have
same meaning as is'given to the DEC-
tive term in sald amended mar tin
agreement and order; and terms
to grade, diameter, standard po
standard box, as used herein, sh
the same meaning as is given 10 t
spective term in the amended Unite
States Standards for Florida Oranges
and Tangelos (§§51.1140 to 51 1186 of
this title; 22 F. R, 6676).

(2) During the perlod beginning at
12:01 a. m,, e, 8. t., November 17, 1958,
and ending at 12:01 a. m,, & 8. b Decem-
per 1, 1958, no handler shall ship between
the production area and any point out-
side thereof in the continental United
States, Canada, or Mexico: >

(1) Any tangelos, grown {n the produc-
tion area, which do not grade at least
U. 8. No, 1 Bronze; or

(1§) Any tangelos, grown {n the pro-
duction area, which are of & size smaller
than 2%q inches in diameter, except that
a tolerance of 10 percent, by count. of
tangelos smaller than such minimum
diameter shall be permitted, which tol-
erance shall be applied in accordance
with the provisions for the application
of tolerances specified in the United
States Standards for Florida o:-:isz-:es
and Tangelos (§§51.1140 to 51.1180 of
this title).

{Sec. 5, 49 Stat, 753, as amended:
608¢)

Dated: November 12, 1958.
[sEAL] 8. R. SwmITH,
Director, Fruit and Vegetoble

Division, Aqricultural Mar-

keting Service.

Doc. 58-9531; Filed, Nov, 1
9:10a.m.]

70.8.C

1055}
(F. R, 4.2




Saturday, November 15, 1958

[Lemon Reg. 765]

PieT 853—LEMONS GROWN IN CALIFORNIA
AND ARIZONA

LIMITATION OF MANDLING

§ 953,872 Lemon Regulation 765—(a)
Findings. (1) Pursuant to the market-
Ing agreement, as amended, and Order
Ro. 53, as amended (7 CFR Part 953),
regulating the handling of lemons grown
in California and Arizona, effective un-
der the applicable provisions of the Ag-
ricultural Marketing Agreement Act of
1837, as amended (7 U. 8. C. 601 et seq.:
68 Stat, 906, 1047), and upon the basis
of the recommendation and information
submitted by the Lemon Administrative
Committee, established under the said
amended marketing agreement and or-
der, and upon other available informa-
ton, it is hereby found that the limita-
ton of handling of such lemons as
hereinafter provided will tend to effec-
tuate the declared policy of the act.

(2) It is hereby further found that
it I+ impracticable and contrary to the
public interest to give preliminary notice,
engoge in public rule-making procedure,
ond postpone the effective date of this
section until 30 days after publica-
tion hereof In the PEoERAL REGISTER (60
Stat. 237; 5 U. 8, C. 1001 et seq.) because
the time intervening between the date
when Information upon which this sec-
ton is based become available and the
Ume when this section must become
effective in order to effectuate the de~
clared policy of the act is insufficient,
&nd 4 rensonable time is permitted, under
the circumstances, for préparation for
tuch effective time; and good cause exists
for making the provisions hereof effective
as hersinafter set forth. The Committee
beld an open meeting during the current
Week. after giving due notice thereof,
o consider supply and market conditions
for lemons and the need for regulation:
interested persons were afforded an op-
portunity to submit Information and
views at this meeting; the recommenda-
Hon and supporting information for
fezulntion during the period specified
herein were promptly submitted to the
Department after such meeting was held:
the provisions of this section, includ-
ing its effective time, are identical with

¢ aloresaid recomimendation of the
tommittee, and information concerning
Such provisions and effective time has
been disseminated among handlers of
such Jemong: it fs necessary, in order to
tffectuate the declared policy of the act,
10 make this section effective during
the period herein specified; and com-
lisnce with this section will not re-
ot Any special preparation on the part
be LTSONS subject, hereto which eannot
- completed on or before the effective
-“f hereof. Such committee meeting
¥as held on November 12, 1958,

e} Order, (1) The respective quanti-
Ars of lemons grown in California and
[}‘1‘1'—';11\ Which may be handled during

*t.wuod béginning at 12:01 a. m.,
at 1.0 November 16, 1958, and ending
are 1 8. m., P, s, t., November 23, 1958,

¢ Liereby fixed as follows:

‘D Distriet 1: 8,300 cartons;

:H' District 2. 148,800 cartons;

) Distrioy g 27,800 cartons.

FEDERAL REGISTER

(2) As used in this section, “handled,”
“District 1,” “District 2,” “District 3.
and "carton” have the same meaning as
when used in the said amended market-
ing agreement and order,

(Sec. 5, 40 Stat, 758, ns amended; 7 U. 8. O.
608c)

Dated: November 13, 1958.

[sEAL] S. R. SMrmH,
Director, Fruit and Vegetable
Division, Agricultural Mar-
keting Service.

[F. R. Doc. 58-0531; Filed, Nov. 14, 1958:
9:11 n. m.|

TITLE 15—COMMERCE AND
FOREIGN TRADE

Chapter lil—Bureau of Foreign Com-
merce, Department of Commerce

Subchopter B—Export Requlctions
[0th Gen. Rev. of Export Regs, Amdt. 5 o |

ParT 370—Score oF EXPoRT CONTROL BY
DEPARTMENT OF COMMERCE

PART 371 —GENERAL LICENSES
MISCELLANEOUS AMENDMENTS

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

2. Sectlon 3870.7 Shipments entering
Joreign trade zomes is amended to read
as follows:

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

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

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

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

(e) Shipments originating in Canada,
Shipments of commodities originating
u:ﬂ Canada require a validated license
only:

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

*This amendment was publizhed In Cur-
rent Export Bulletin 808, dated November 10,
1958.
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(2) If the shipment is exported to an
ultimate destination to which the same
commodities could not be exported di-
rectly from the United Statesunder Gen-
eral License GO.

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

&, The note following paragraph (a)
(2) Is amended to read as follows:

Nore: 1. A commodity is not considered
as “moving in transit™ within the meaning
of General License GIT If 1t {u covered by a
warehouse entry and withdrawn from WaHre-
house under a withdrawal-for-exportation
customs entry or If its transit {s broken by
A warehousing or processing operstion under
another type of customa entry.

2, As used In §371.90 (b), commodities or
shipments of commodities which originate
in any forelgu country means commoditios
exported from that country whether or not
Erown, produced, or manufactured thore.

3. General License GIT 1s not applicable to
exportations of commodities lcensed by
agencles of the United States Government
other than the Department of Commerce,

4. Sce 13708 of this chapter regarding
shipments moving In transit vin the United
States without unloading from the earrier.

b. Paragraph (¢) Commodities er-
cepted from the provisions of General
License GIT is amended to read as
follows:

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

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

The note at the end thereof remains
unchanged,

4. Section 37118 General License
GLR; return of certain commodities im-
ported into the United States, para-
graph (f) Exportation of commodities
imported under bond for a temporary
period is amended to read as follows:

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

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

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

(3) The exporter submits a written
statement signed in person by the ex-
porter or his authorized agent, and such
other evidence as may be required by
the Collector to show that all commodi-
ties included in such exportation were
imported into the United States and
utilized for authorized purposes only in
compliance with the terms of the bond
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and In accordance with the provisions
of the Tarift Act of 1830.

This amendment shall become effec-
tive as of November 10, 1958,
(Sec. 3, 63 Stat. 7; 50 U. 8. C. App. 2023,
E O, 9630, 10 F. R, 12245, 3 CFR, 1945 Supp.,
E O. 6019, 13 F. R. 59, 3 CFR, 1948 Supp.)

Lorixng K. Macy,
Director,
Bureaw of Foreign Commerce.

[F. R. Doc. 58-9488; Filed, Nov. 14, 1958;
8:47n.m.]

TITLE 9—ANIMALS AND
ANIMAL PRODUCTS

Chapter l—Agricultural Research
Service, Department of Agriculture

Subchopter C—Interstate Transportation of Ani-
mals ond Poultry

1B, A. L Order 884, Admt. 10]
~ART 79—SCRAPIE IN SHEEP
AREAS QUARANTINED

Pursuant to the provisions of sections 1
and 3 of the Act of March 3, 1905, 33 Stat.
1264, as amended, sections 4 and 5 of the
Act of May 29, 1884, 23 Stat. 32, as
amended, and sections 1 and 2 of the
Act of February 2, 1903, 32 Stat. 791,
as amended (21 U. 8. C. 111-113, 120,
121, 123, 125), §79.2, Part 79, Title 9,
Code of Federal Regulations, 1957 Supﬁ..
as amended, containing a notice of the
existence in certain areas of the discase
of sheep known as scrapie and establish-
ing a quarantine because of satd disease,
is hereby amended to read as follows:

§79.2 Notice and quarantine. Notice
{s hereby given that sheep in Illinojs and
Ohlo are affected with scrapie, a conta-
gious, infectious, and communicable dis-
ease, and the following areas in sald
States are hereby quarantined because
of sald disease:

(a) [llinois. (1) La Salle County: SW
120 acres of the SW quarter (}4) of
Section 13, Township 34 N, Range § E;

(2) Warren County: SW quarter (Vy)
of Section 15, Township 8 N, Range 3. W

(b) Ohio. (1) Pickaway County:
That part of Walnut Township, Range 21,
Section 22 (known as the J. Wright
Noecker Farm), bounded on the south by
the Ashville Falrfield Road Leginning at a
point 2,350 feet east of the junction of
sald road and the Circleville Winchester
Road, continuing east along the former
Road for a distance of 1400 feet;
bounded on the east by a line running
from that point northward a distance of
2,750 fect; bounded on the north by a line
beginning at that point and running
westward parallel to the Ashville Fair-
field Road for a distdance of 1,060 feet,
then running south for a distance of 850
feet, then running west for a distance of
350 feet: and bounded on the west by a
line running from that point southward
for a distance of 1,880 feet to its intersec-
tion with the Ashville Fairfield Road.

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

Eflective date. The foregoing amend=-
ment shall become effective upon issu-
ance,

The amendment quarantines certain
areas in Crawford and Pickaway Coun-
ties in Ohio, and La Salle and Warren
Counties in Illinois because of Scrapie.
Hereafter, the restrictions pertaining to
the interstate movement of sheep from
quarantined areas, contained in 8 CFR,
1957 Supp., Part 79, as amended, wil
apply to such areas.

The amendment removes the quaran-
tine from areas in Green and Warren
Counties in Ohio, previously quarantined
because of scrapie (23 F. R, 2176). Here-
after, the restrictions pertaining to the
interstate movement of sheep from
quarantined areas, contained in 98 CFR,
1957 Supp., Part 79, as amended, will
not apply to such areas.

The amendment imposes restrictions
necessary to prevent the spread of
scraple, and relieves certain restrictions
presently imposed. It must be made
effective immediately to accomplish its
purpose in the public interest and to be
of maximum benefit to persons subject to
the restrictions which are relieved. Ac-
cordingly, under section 4 of the Ad-
ministrative Procedure Act (5 U. 8. C.
10037, it is found upon good cause that
notice and other public procedure with
respect to the amendment are imprac-
ticable and contrary to the public inter-
est, and good cause Is found for making
the amendment effective less than 30
days after publication In the FEDERAL
REGISTER.

(Secs. 4. 5, 23 Stat, 32, as amended, secs. 1,
2, 82 Stat. 791, ana amended, secs. 1, 3, 33
Stat, 1204, as amended; 21 U. 8. C. 111-113,
120, 121, 123, 125. Interprets or applies secs.
6, 7, 23 Stat. 32, as amended, secs. 2, 4. 33
Stat. 1264, as amended; 21 U. 8. C, 115, 117,
124, 120)

Done at Washin
day of November 1858,

[sEAL) M. R. CLARKSON,
Acting Administrator,
Agricultural Research Service.

|F. R. Doc. 58-9405; Filed, Nov. 14, 1958;
8:47 n. m.]

n, D. C,, this 12th

TITLE 26—INTERNAL REVENUE
Chapter I—Internal Revenue Service,
Department of the Treasury

PART 86—GI1FT TAX UNDER CHAPTER 4 OF
INTERNAL REVENUE CODE, AS AMENDED

SUPERSEDURE OF PART

Cross RerFERENCE: For supersedure of
this part, see Title 26 (1954), Chapter I,
Part 25, § 25,01, infra.

TITLE 26—INTERNAL REVENUE,
1954

Chapter I—Internal Revenue Service,
Department of the Treasury

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

Part 26—Girr Tax; GIFrs Maoe
Decemper 31, 1854

On January 3, 1957, notice of proposed
rule” making regarding the Gift Tax
Regulations (26 CFR Part 25) under
chapter 12 of subtitle B of the Internal
Revenue Code of 1854 and under certain
sections of subtitle F of the Internal
Revenue Code of 1954 was published In
the Feoeral Recister (22 F. R. 53,
After consideration of all such relevant
matter as was presented by inter ¢

ATTER

persons regarding the rules propose
the following regulations are her
adopted. The regulations are applicable
to gifts made during the calendar year
1956 and subsequent calendar years:

Gurr Tax

Sec,

25.0-1 Introduction.

252501 Statutory provisions; lmposition of
tax.

DETERMINATION OF TAX LIANILITY

252501-1 Imposition of tox.
252502 Statutory provisions; rate of tax
25.2602-1 Rate of tax.
25.2502-2 Donor primarily lable for tax
252503  Statutory provisions: taxabl
259503-1 General definition of “taxable
gifts" and of “total smount of gitt
25.2503-2 Exclusions from gifts.
25.2503-3 Puture irdterests In property
2525034 Transfer for the benefit of @
minor,
252504 Statutory provisions; taxable
for preceding years.
25.2504-1 Taxable gifts for preceding yoers.
2529504-2 Valuation of certain gifts for pres
ceding calendar years.

TRANSFERS

252511 Statutory provisions;
general,

252511-1 Transfers in general. )

25.2511-2 Cessation of donor's dominion and
control.

25.9511-3 Transfers by nonresidents not
citizens,

252512 Statutory provisions;
gifts, T

a52519-1 Valuation of property; In generi.

2526122 Btocks and bonds. :

252512-3 Valuation of interests in busl-

transfers In

yaluation of

nesses,

25.25612-4 Valuation of notes.

25.2512-56 Valuation of anpuities :
estates, terms for years, remainders and
reversjons.

262512-6 Valuation of certain life fnsur-
ance and annuity contracts

252512-7 Effect of excise tax.

2525612-8 Transfers for insufficient
eration, g

252513 Statutory provisions: gift by h"--ﬂ;
band or wife to third party; considere
as made one-half by each. wied

25.2513-1 QGifts by husband or wife to .M..
party considered us made one-half bY
each. ~

252513-2 Manner and time of signifying
consent.

26.2513-3 Revocation of consent,

2525134 Joint and several Mabliity o7 i

252514 Statutory provisions: powers of op
pointment,

Hee
144

consid-
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257514-1 Transfers under power of appoint«
ment, J

252514-2 Powers of appolntment created
on or befdre October 21, 1942,

262614-3 Powers of appointment created
nfter October 21, 1943,

$5.2515 Statutory provisions; tenancies by
the entirety.

2520151 Tenancles by the entirety; In
general,

252515-2 Tenancles by the entirety; trans-
fors treated as gifts; manner of election
and valuation.

2W2515-3 Termination of tenancy by the
entirety; cases in which entire value of
glft Is determined under section 2515
(b).

2525154 Termination of tenancy by en-
Lirety; cases in which none, or a portion
only, of value of gift is determined under
section 2615 (b),

252516 Statutory provisions; certain prop=
erty settiements,

252518-1 Certain property settlements,

2852516-2 ‘Transfers in settlement of sup-

port obligations,

DEDUCTIONS

35.2521  Statutory provisions: specific ex-

mption,

1-1 Specific exemption,

252522 (a) Statutory provisions: charitable

1d similar gifts; citizens or residents.

2522 (m)=-1 Charitable and similar gifts;

tizens or residents.

! (a)~2 Transfers not exclusively for

aritable, ete,, purposes.

1 (b) Statutory provisions; charitable

snd similar gifts; nonresidents.

252622 (b)~1 Charitable snd similar gifts;
nonresidents not citizena.

252522 (o) Statutary provisions; charitable
ind simiar gifts; disallowance of deduc-
tions in certain cases,

22522 (e)-1 Disallowance of charitable,
ete, deductions because of prohibited
ransactions,

B2522 (a) Statutory provisions; charitable
hod similar gifts; other cross references.

252523 (a) Statutory provisions; gift to
fpouse; In goneral.

352523 (n)-1 Gift to spouse; in general,

52523 () Statutory provistons; gift to
‘pouse; life estate or other terminable
inte

82523

Teat.

(b)-1 Life estate or other termi-
nable interest,

#2523 (¢) Statutory provisions: gift to

‘Pouse; lnterest in unldentified assets,

(€)~1 Interest in unidentified nsseta.

%252 (d) Statutory provistons; gift to
Pouse; joint Intorests.

252523 (d)~1 Joint interests,

25.2523 (g) Statutory provistons; gift to
Fpouse; life estate with power of appoint-
ment in donoe spouse.

32523 (6)-1 Marital deduction: life estate
With power of appolntment in donee
¥pouse,

25.2523 (1) Statutory provisions: community

... Property,
S2523 (£)-1 Marital deduction in cazos In-

Yolving community property,

524 Statutory provisions; extent of de-

tuctions,

4524-1  Extent of deductions.
PROCEDUNE AND ADMINTSTRATION

Smtutory provisions; notice or regu-

Intlons Fequiring records, statements and

25 5 POCIAl returns,

2 e JI-1  Records required to be Kept,

*0.0011 Statutory provisions: general re-

%5 m‘llflromont Of return, statement, or list
11-1 Generay requirement of return,

uoo“ll;umem. or lat.

,umf“‘“‘“’f! provisions; gift tax re-

286019-1  Persong required to file returns.

No.224—— 9
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2

5

26.0001
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Sec.

25.6019-2 Returns required in case of con-
sent under section 2513,

26,6018-3 Contents of return.

26.6019-4 Description of property listed on
refurn.

25.0075 Statutory provisions; time for filing
BIft tax returns,

25.6075-1 Time for flling BIft tax returna,

26.6081 Ststutory provisions; extenston of
time for fillng returns,

25.6081-1 Extension of time for fling re-
turns,

256091 Statutory provisions: place for filing
returns or other documents,

25.6091-1 Place for fUng returns and other
documents,

25.6151 Statutory provieione: time and place
for paying tax shown on returns,

258151-1 Time and place for paying tax
shown on return.

25.6161 Statutory provisions; extension of
time for paying tax.

25.6161-1 Extenaion of time for paying tax
or deficiency.

25.6165 ‘Statutory provisions: bonds where
time to pay tax or deficlency has been
extended,

Bonds where time to pay tex or
deficlency has been extended.

25.6321 _ Statutory provisions; llen for taxes.

25.6321-1 Lien for tables,

25,6322 Statutory provisions: period of Hen.

25.6323 Statutory pProvisions; yalldity
Rgalnst mortgagoees, pledgees, purchasers,
and Judgment creditors,

2563231 Valldity agalnst mort BAgees,
pledgees, purchasers, and Judgment
creditors,

25,6324 Statutory provisions; special llens
for estate and gift taxes,

25.6324-1 Speclal lien for gift tax.

25.6601 SBtatutory provisions: interest on
underpayment, nonpayment, or exten-
slons of time faor payment, of tax,

258601-1 Interest on underpayment, non-
payment, or extenstons of time for pay-
ment, of tax.

25.7101 Statutory provislons; form of bonds.

25.7101-1 Form of bonds.

AUTHORITY: §§250-1 to 25.7101-1 issued

under sec. 7805, I. R. C. 1954; BBA Stat. 017;
28 U. 8, C, 7805,

GIFr Tax

$25.01 Introduction—(a) In general.
The regulations in this part are desig-
nated “Gift Tax Regulations”. The reg-
ulations in this part pertain to (1) the
gift tax imposed by chapter 12 of subtitle
B of the Internal Revenue Code on the
transfer of property by gift by individ-
uals in the calendar year 1655 and sub-
sequent calendar years, and (2) certain
related administrative provisions of sub-
title P of the Code. It should be noted
that the application of some of the pro-
visions of the regulations in this -part
may be affected by the provisions of an
applicable gift tax convention with a
foreign country. Unless otherwise indi-
cated, references in the regulations in
this part to the “Internal Revenue Code”
or the “Code" are references to the Inter-
nal Revenue Code of 1954, as amended,
and references to a section or other pro-
vision of law are references to a section
or other provision of the Internal Reve-
nue Code of 1954, as amended, The Gift
Tax Regulations are applicable to the
transfer of property by gift by individ-
uals in the calendar year 1955 and sub-
sequent calendar years, and supersede
the regulations contained in Part 86,
Subchapter B, Chapter I, Title 26, Code
of Federal Regulations (1939) (Regula-

8905

tions 108, Gift Tax), as prescribed and
made applicable to the Internal Revenue
Code of 1954 by Treasury Decision 6091,
slgned August 16, 1954 (19 F. R, 5167,
Aug. 17, 1954),

(b) Nature of tar. 'The gift tax Is not
a4 property tax. It is & tax imposed
upon the transfer of property by indi-
viduals. It is not applicable to trans-
fers by corporations or persons other
than Individusls. However, see® para~
graph (h) (1) of § 25.2511-1 with respect
to the extent to which a transfer by or to
& corporation is considered a transfer
by or to lts shareholders.

(¢) Scope of regulations—(1) Deter-
mination of tax lHebility. Subchapter A
of chapter 12 of the Code pertains to
the determination of tax liabllity, The
regulations pursuant to subchapter A
are set forth In §§25.2501-1 through
25.2504-2.

(2) Transfer, Subchapter B of chap-
ter 12 of the Code pertains o the trans-
fers which constitute the making of gifts,
The regulations pursuant to subchapter
B are set forth in §5§25.2511-1 through
25.2516-2.

(3) Deductions. Subchapter C of
chapter 12 of the Code pertains to the
deductions which are allowed in deter-
mining the amount of taxable gifts, The
regulations pursuant to subchapter C are
set forth in §§25.2521-1 through
25.2524-1.

(4) Procedure and administration
provisions. Subtitle F of the Internal
Revenue Code contains some sections
which are applicable to the gift tax. The
regulations pursuant to those sections
are set forth In §§ 25.6001-1 through
25.7101-1. Such regulations do not pur-
port to be all the regulations on pro-
cedure and administration which are
pertinent to gift tax matters. For the
remainder of the regulations on pro-
cedure and administration which are
pertinent to gift tax matters, see Part
301 of this chapter (Regulations on Pro-
cedure and Administration),

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

since—

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

(2) The sections of the regulations are
preceded by a section symbol and the
part number, arabic number 25 followed
by & decimal point (525.) ; and

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

Each section of the regulations setiing
forth law or regulations is deslgnated
by a number composed of the part num-
ber followed by & decimal point (25.)
and the number of the corresponding
section of the Internal Revenue Code.
In the case of a section setting forth
regulations, this designation s followed
by a hypheén (-) and a number {dentify-
ing such section. By use of these desig-
nations one can ascertain the sections of
the regulations relating to a provision
of the Code. Thus, the section of the
regulations setting forth section 2521
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of the Internal Revenue Code is deslig=-
nated § 25.2521 and the regulations per-
talning to sectlon 2521 are designated
§ 25,2521-1.

DPETERMINATION OF TAX LIABILITY

$25.2501 Statulory provisions; im-
position of tazx,

Spc. 2501, Imposition of tar—(a) General
yule, For the calendar year 1055 and each
calendsr year theresfter a tax, camputed as
provided in section 2502, 1s hereby imposed on
the transfer of property by gift during such
calendar yoar by any individual, resident or
nonresident, except transfers of intangible
property by & nonresident who 1s not & citi-
gen of the United States and who was not en-
gaged In business in the United States during
such calendar year,

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

£ 25.2501-1 JImpositio : of tar—(a) In
general. 'The tax applies Lo all transfers
by gift of property, wherever situated,
by an individual who isa citizen or resi-
dent of the United States, to the extent
the value of the transfers exceeds the
amount of the exclusions authorized by
section 2503 and the deductions author-
{zed by sections 2521, 2522, and 2523,
The tax does not apply to a transfer of
intangible property by a nonresident who
is not & citizen of the United States and
who was not engaged in business in the
United States during the calendar year

RULES AND REGULATIONS

in which the transfer was made. For
additional rules relating to the applica-
tion of the tax to transfers by nonresi-
dents not citizens of the United States,
see section 2511 and § 25.2511-3.

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

§ 252502 Statulory provisions; rale
of tax.

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

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

(2) A tnx, computed In sccordance with
such rate schedule, on the aggregate sum of
the taxable gifts for each ol the preceding
calendar years.

RATE ScHMEDULE

If the taxable gifts are:

The tox shall be:

Not over §5000. e ccrme e s 214 % of the taxable gifts.

Over $5,000 but not over $10,000. ...
Over $10,000 but not over $20,000 - cacee-
Over $20,000 but ot over $30,000 <~
Over 30,000 but not over 840,000 caueeee
Over $40,000 but not over $50,000. - ene -
Over $50.000 but not over $60,000. -« evouw
Over $60,000 but not over $100,000. - cwex
Over $100,000 but not over $250,000. .ccw-
Over $250,000 but not over $500,000. < coee
Over 8500,000 but not over $750,000. « vmx
Over §750,000 but not over $1,000,000. .-~
Over $1,000,000 but not over 1,250,000 ..
Ovor §1,250,000 but not over 81,500,000- .-
Over $1,500,000 but not over $2,000,000. -~
Over $2,000,000 but not over $2,500,000. ...
Over $2,600,000 but not over $3,000,000..-
Over $3,000,000 but not over $3,600,000..-
Over $3,500,000 but not over $4,000,000.-
Over $4,000,000 but not over £5,000,000...
Over $5,000,000 but not over $6,000,000-..
Over $6,000,000 but not aver 87,000,000~
Over 87,000,000 but not over $8.000,000...
Over $8,000,000 but not over §10,000,000..
Over $10,000,000ccccceean il R A b2

$112.50, plua 534 % of excesa over £5,000,
$375, plus 814 % of excess over $10,000.
$1.200, plus 1014 % of excess over $20,000.
$2.250, plus 1314 9% of excess over $30,000.
£3.,600, plus 1015 % Of excess over $40,000.
$5,250, plus 18%; % of excess over £$50,000.
$7.125, plus 217 of excess over 860,000.
$15,525, plus 221 % of excess over £100,000.
£40.275, plus 24 % of excess over $250,000.
£109,275, plus 264 % of excess over $500,000.
$174,000, plus 273 % of excess over 750,000,
$244.276, plus 204 %
£317.400, plus 8174 %
$306,150, plus 33% %
£564,000, plus 3034 %
$748,650, plus 39% %
$947,400, plus 42 %
$1,157.400, plus 445 %
$1,5378,650, plus 4714 % of excess over $4,000,000.
$1.851,150, plus 504 % of excess over £5,000,000,
£2,353,650, plus 5215 % Of exoess over $6.,000,000.
£2.878,060, plus 5434 % of excess over $7.000,000.
£3,426,150, plus 57% of excess oyer £8,000,000.
$4,566,150, plus 5774 % of excess over $10,000,000,

of excess over §1,000,000,
of excess over $1,250,000,
of excess over $1,500,000.
of excess over $2,000,000.
of excess aver $2,500,000.
of excess over $3,000,000,

of excess over $3,500,000.

(b) Calendar year. The term “ealendar
yoar” Incluides only the cslendar year 1932
and succeeding calendar years, and, in the
case of the oalendar yvear 1932, includes only
the portion of such year after June 8, 1932,

(0) Preceding calendar years The term
“preceding calendar years™ means the calen-
dar year 1932 and all calendar years interven=
Ing botween tho calendar year 1932 and the
calendar year for 'which the tax 18 belng com-
puted.

(d) Taz to be paid by donor. The tax Im-
Zo-ed by section 2501 shall be pald by the

onor.

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

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

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

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

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

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

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

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

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

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

Tante yoR Courrnxa Gy Tax

) (B (&) {n
Amotint of Rte of tag
taxable giits | Amount of Taxon on e
oqialioor | taxableelfts | amoant in
more tban— | lesa than~ | colanu (A} | ADou
oy A
| =
St o 84, 600 -
£5, 000 | 10, 000 -
10, o0 ! 20, 00 :
0, 000 | 3 oo X
30, 000 40, 000 1
40,000 | 10, 000 14
1), 000 0, 00 1584
6, (00 100, (X 18
100, (X0 250, ) 2
200, (W0 0, 000 0
100, (0 T80, 00 !
T80, 000 1, 006, 600
1, 000, 000 1,250,000 | 244, 27500
1, 2850, 000 3, 3001, 000 307, A 00
1, Lon, (xx 2, 000, 000 N, 1 5L 00
2, 00d), 000 2, 500, 00 Lok, 000 00 |
2, 500, 00 000, 00 TAR 0L 00 =
3, G0, O 3, 200, 000 047, 400, (%) «
S, 000 4 o, 000 | 1, 157, 400,00 “uy
4, 000, 100 & 000, D00 | 1, 324, 620, 00 aH
5, 000, (06 000, 000 | 3,851, 15000 ity
0, (00, 00 7,000, 000 | 2, 35, 660, 0 )
7, 000, 600 £ 000, 000 | 2,578, 630,00 i
000,000 | 10,000,000 { 3, £2, 120 00 :
30,000, 000 1eenacaessarns| % S8 120,00 Y

(¢c) Ezamples. The following exam-
ples illustrate the application of this
section with respect to gifts made bY
citizens or residents of the United States:

Example (1). Assume that tho donor
mide taxable gifta, as agcertained undef the
first step (paragraph (a) (1) of this sectiot
of 862,500 and that there were no tux.“.r‘
gifts for prior years, with the result that tbe
amount ascertained under the third st¢p
s $62,500. Under the fourih siep A tax
s computed on this amount. Reference 10
the table discloses that the gpecified amouns
in column (A) nearest to and less than
$62,500 is 860,000. The tax on this amoust
as shown in column (C). \s §7.125. 1":
amount by which the taxable pifis rxm':;
the specified amount is $2,500 nnd the WX
on such excess amount, computed nt the 13 ;:
of 21 percent ag shown In column (D).}
$525, The tax on taxable gifts of $02,500 i3
the sum of §7.125 and $525, or £7.650. L

Example (2). A donor makes gifts (0 b
than gifts of future {nterests In proper ~)“
during the calendar year 1655 of 030.0‘}00(;0
A and 833,000 to B. Two exclusions of $3/

e

each are allowable, in ce with t
tion 2503 (b}, which results
girts ¢ 000, Specific

in included gifts for 1055 of 857,
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exemption was claimed and allowed in a totnl
amount of 850,000 In the donor's gift tax re-
turne for the calendar years 1934 and 1935 so
there remains no specific cxemption available
{or the donor to clalm for 1955, The total
amount of gifts made by the donor during
proceding years, after excluding 85,000 for
each donee for each calendar year in accord-
ance with the provistons of seotion 1003 (b)
(1) of the 1039 Code, is computed ns follows:

Calendar yoar 1034.__._
Calendar yoar 1085_ . _____.__

Total amount of Included
gifts for preceding calen-
dar years

Tho aggregate sum of the taxable gifts for
preceding calendar years s $115,000, which
i determined by deducting a specific exemp-
ton of $30,000 from 8145000, the total
amount of Included gifts for preceding cal-
endir years. The deduction- from the 1934
and 1035 gifts for the specific exemption ean-
nor exceed $30,000 for purposes of computing
he tax on the 1055 girts even though a spe-
cific exemption in a total amount of 250,000
wis allowed in computing the donor's gift tax
linblility for 1934 and 1935, (See paragraph
(b} of §252504~1.) The computation of the
tax for the calendar year 1955 (following the

tleps wet forth in paragraph (o) of this s0C-

ton) Is shown below:
(1) Amount of taxable gifts for

year $57, 000
2) Total amount of taxable gifts
for preceding years..__..______ 115, 000

Total taxable BUtS. ... 172,000
) Tax computed on ttem 3 (in no-

Cordance with rate schedule in

paragraph (b))

Tox computed on item 2 (using

tame rate schedule) ... ___

31,725

Tax for year 1055 (item 4 minus
ltem §)

Frample (3)—(1) Facts. During tho cal-
fodar year 1955, H makes the following
Eifts of present Interests:

To hig doughter . ___________ $40, 000
To his son. o __ 5, 000
To W, his \od ) S 2 RS P A s 5, 000
T9 & charitable organization - 10, 000

The gifty to W qQualify for the marital deduc-
':lr-r-. ind, pursusnt to the provisions of sec-
Hon 2513 (gee § 252513-1), H and W consent
10 treat ¢ ird partles as having
bsen made one-half by each spouse. The
Amount of H's taxable gifts for preceding
000. Only 825,000 of
Was claimed and allowed in pre-
‘0E years, Hyp remalning specific exemp-
o Of 25,000 s claimed for the calendar
JEAr 1055, ‘See 3 25.2521-1, W made no gifts
during thy calenday year 19L56 nor during any
freceding ealendar year. W clailms suffiicient
$pecifip ‘xemption on her return tO eliminate
tax ;::amu'.y.
eni) Computation of H's tax Jor the cal-
_j"‘-r’" vear 1855—(a) H's tazabie gijts for

pes
Leas. protal gittuof 7 — T
" Partion of items to be reported
Y7 "pouse (one-half of totat gifts

to daughter, son ana charity) ... 27,500

: }:‘\c:uuona (three of £3.000
tv ane SMUghter, wife and char-
*¥ Atd one of 82,500 10r 8001) e

Tota) Includeq
Eits for yoar

11, 500

amount of
21, 000

FEDERAL REGISTER

Less: Deductions:
Charity —————————-————— §d, 000
Marital . ____ 2000
Specific exemption.._____ 5, 000

Total deductions....__.__ =S

Amount af taxable Bifts for
year

(d) Computation of taz.
forth in paragraph (a) of
followed.

(1) Amount of taxable gifts for

F O e e o g e i $12, 000
(2) Total taxable gifts for preceding
yes

£9, 000

et enmvnmne 12, 000

The steps set
this section are

I8 e

(3) Total taxable gifts (item (1)
plus ftem (2))

(#) Tax computed on item (J) (us-
ing rate schedule in paragraph
(b) of this section)

(5) Tax computed in ftem (2) (us-

ing rate schedule in paragraph
(b) of this section)

(6) Tax for the calendar year (item
© (4) minus ltem (5)) 2,205

(11) Computation of Ws tax for calendar
year 1055—(a) W’s texable gifts jor year.

Total gifts of W
Less: Portion of {tems to be reported
by et e

Balance
Gifts of spouse to be included

Total gifts for yoar.
Less: Exclusions (two of $3,000 each
for daughter and charity and one
of $2,500 for son)

—

Total doductions. e e

Amount of taxable gifts for
year

(b) Computation of fax. Since W had no
“taxable gifts" during the year, there is no
tax,

Erample (4)—(1) Facts, The faets are the
same us in example (3) except that W made
outright gifts of $10,000 to her nlece and
$20,000 to H at varlous times during the year,
The amount of taxable gifts made by W In
preceding calondsr years iy §75,000, and only
$20,000 of ber specific exemption was clafmed
and nllowed for preceding  years. See

The remaining specific exemp-
tion of $10,000 is claimed for the calendar
year 1955,

(i) Computation of H's taz Jor the cual«
endar year 1955—(a) H's taxable gifts jor
year.

Total gifts of H

Losa: Portion of {tems to be reported
by spouse

Total gifts for year -

Leas: Exclusions (811,500 s shown in
example (3) plus §3,000 exclusion
for gift to RIS G g e 14, 500

Total Inocluded amount of gifts
10 yoarco Lol SUERSCET =

37, 500

Deductions:
OB e e 82, 000
Marifal ... ____ mrmmeees 2,000
Specific exemption - 5,000

Total deductiong......._____ $9, 000

Amount of taxable gifts for
year

(b) Computation of tar,
(1) Amount of taxable gifta for
year
(2) Total taxable gifts for preceding
years

A 4 e Y o i 4 -y e

(3) Total taxnhle gifts (Item (1)
plus ftem (2))

() Tax computed on ftem (X)) ...

(5) Tax Ccomputed on item R e

14, 000
14, 000
50, 000
64, 000
7,908
5. 250

(6) Tax for year (Itemy (4) minug
item (5))

(111) Computation of W’s taz for the calen-
dar year 1955—{a) W's tazable gi/ta for year,

Total gifts of W.__...____ - £30, 000
Less: portion of items to be reported
by spouse (one-half or Bift to
niece)

------------ -

Gifts of spouse to be included. ...

Total gifts for ) G SR
Less: exclusions (four of £3,000 each
for daughter, husband, nlece and
charity, and one of 82,500 for
son)
———
Total inoluded amount of
gifts for year
Deductions:

Total deductions.. .. .. 22,000
Amount of taxable gifts for
yeur

(b) Computation of tax,

(1) Amount of taxable gifts for
1 $16, 000

75, 000

year
(2) Total taxable gifts Yor preceding
2 i O R R e S, e

(3) Total taxable gifts
(4) Tax computed on item (3)._._. 13,035
(5) Tax computed on item (2)

(6) Tax for year (item (4) minus
ftem (§) ) e —eme 3,360

§ 25.2502-2 Donor primarily Hable 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 ex-
ccutor or administrator is responsible
for its payment out of the estate. (Sce
§ 25.6151-1 for the tme and place for
paying the tax.) If there is no duly
qualified executor or administrator, the
heirs, legatees, devisees and distributess
are lisble for and required to pay the tax
to the extent of the value of their (n-
heritances, bequests, devises or distribu-
tive shares of the donor's estate. If a
husband and wife effectively signify con-
sent, under section 2513. to have gifts
made to a third party during any calen-
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dar year considered as made one-half by
each, the lability with respect to the
gift tax of each spouse for that calendar
year is joint and several (see §25.2513-
4). As to the personal lability of the
donee, see paragraph (b) of § 301.6324-1
of part 301 of this chapter (Regulations
on Procedure and Administration). As
to the personal liability of the executor
or administrator, see section 3467 of the
Revised Statutes (31 U, 8, C. 192), which
reads as follows:

Every excoutor, administrator, or assignee,
or other person, who pays, in whole or in
part, uny debt due by the person or estate for
whom or for which be acts before ho satisfies
and pays the debts due to the United States
from such person or estate, shall become
answerable in his own person and estate to
the extent of such pavments for the debta
80 due to the United Statea, or for so much
thereof ns may remain due and unpaid.

As used In such section 3467, the word
“debt” includes a beneficiary’s distribu-
tive share of an estate. Thus if an exec-
utor pays a debt due by the estate which
is being administered by him or disfrib-
utes any portion of the estate before
there is pald all of the gift tax which he
has a duty to pay. the executor is person-
ally liable, to the extent of the payment
or distribution, for so much of the gift
tax as remains due and unpald.

§ 25.2503 Statutory provisions; taz-
able gifts.

Sec. 2503, Taxable gifts—(n) General defl-
nition. The term “taxable gifts" means the
tota! amount of gifts made Auring the cal-
endur year, less the deductions provided in
subchapter C (sec. 2521 and following).

(b) Exclusions from gifts. In the case of
gifts (other than gifts of future Interests in
property) made to any person by the donor
during tho calendar year 1965 and subsequent
calendar years, the first £3,000 of such gifts
to such person shall not, for purposes of sub-
geotion (a), be included in the total amount
of gifta made during such year., Where there
has been o transfer to any person of a present
{nterest in property, the possibility that such
interest may be diminished by the exercise
of u power shall be dlsregarded In applying
this subsection, If no part of such Interest
will at any time pass to any other person.

(¢) Transfer jor the benefit of minor.
No part of » gift to an individual who has
not attained the age of 21 years on the date
of such transfer shall be considered a gift
of a future Interest in property for purposes
of subsection (b) 1f the property and the
income therefrom-—

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

(2) Will to the extent not 8o expended—

(A) Pxss to the donee on his attaining the
age of 21 years, and

{B) In the event the donee dies before
sttaining the sge of 21 years, be payable to
the estate of the donee or as he may appoint
under s general power of appointment as
defined In section 2514 (o).

§25.2503-1 General definition of
“tarabdble gifts"” and of “total amount of
gifts’’ The term “taxable gifts” means
the “total amount of gifts"” made by the
donor during the calendar year less the
deductions provided for in sections 2521,
2522, and 2523 (specific exemption,
charitable, ete., gifts and the marital
deduction, respectively). The “total
amount of gifts” means the sum of the
values of the' gifts made during the
calendar year less the amounts exclud-
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able under section 2503 (b), See
§ 25.2503-2. .
§25.2508-2 Exclusions from gifts.

Section 2503 (b) provides that the first
$3,000 of gifts made to any one donee
during the calendar year 1955 or any
calendar year thereafter, except gifts of
future interests in property as defined
in §§ 25.2503-3 and 25.2503-4, is excluded
in determining the total amount of gifts
for the calendar year. In the case of a
gift iIn trust the beneficiary of the trust
i{s the donee. The entire value of any gift
of a future interest in property must be
included in the total amount of gifts for
the calendar year in which the gift Is
made.

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

(b) An unrestricted right to the im-
mediate use, possession, or enjoyment of
property or the income from property
(such as a life estate or term certain) is
a present interest in property. An ex-
clusion is allowable \with respect to a
gift of such an interest (but not in excess
of the value of the interest). If a donee
has received a present interest in prop-
erty, the possibility that such interest
may be diminished by the transfer of a
greater interest in the same property to
the donee through the sxercise of a
power 15 disregarded in computing the
value of the present interest, to the ex-
tent that no part of such interest will
at any time pass to any other -person
(see example (4) of paragraph (c) of
this section), For an exception to the
rule disallowing an exclusion for gifts of
future interests in the case of certain
gifts to minors, see § 25.2503-4.

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

Example (1). Under the terms of a trust
created by A the trustee is directed to pay
the not income to B, so long as B shall lve,
The trustee is suthorized in his discretion
to withhold payments of income during any
period he deems advisable and add such in-
come to the trust corpus. Since B's right
to receive the income payments ls subject to
the trustee's discretion, it is not a present
interest and no exclusion is nllowable with
respect to the transfer In trust.

Exampie (2). C transfors certain Insur-
ance policies on his own life to a trust crented
for the benefit of D. Upon C's death the
procecds of the policles are to be invested
and the net income therefrom pald to D
during his lifetime. Since the Income pay-
ments to D will not begin until after C's
death the transfer in trust represents a gift

of o future Interest tn property agatnst which
no exclusion is allowable. :

Example (3). Under the terms of a trust
created by E the net income is 1o be distrib-
uted to E's three children in such shares as
the trustee, in his uncontrolled discretior
deems adyisable. While the terms of the
trust provide that all of the net income I
to be distributed, the amount of income uny
one of the three bonefloiaries will recelve
rests entirely within the trustee’s discretion
and cannot be presently ascertained, Ac-
cordingly, no exclusions are allowable with
respect to the transfers to the trust,

Example (4). Under the terms of a trust
the net income is to be pald to F for 1Yo
with the remminder payable to G on Fis
death. The trustee has the uncontrolle
power to pay over the corpus to F at y
time. Although Fes present right to receive
the income may be terminated, no othe
person has the right to such income interest
Accordingly, the power In the truatee s
disregarded in determining the value of 7=
present interest, The power would not Le
disregarded to the extent that the truitce
during ¥'s life could distribute corpus Lo per-
sons other than P,

Example (5). The corpus of a trust cre-
ated by J consists of certain real property,
subjéct to & mortgnge. The terms of the
trust provide that the not income from i
property s to be used to pay the morigage
After the mortgage is pald in full the net
income 15 to be paid to K during his lifstime
Since K's right to receive the income pay-«
ments will not begin until after the mort-
gage 15 pald in full the transfer in trust rep-
resents o gift of a future interest in propesty
against which no exclusion s allawable.

Ezample (6). L pays premiums on a pol-
tcy of insurance on his life, all the Incidents
of ownership in the policy (lncluding the
right to surrender the pollcy) are vested 1o
M. The payment of premiums by L consii-
tutes n gift of & presont Interest in propertiy.

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

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

(2) Any portion of the’ property and
{ts income not disposed of under subpar-
agraph (1) of thiz paragraph will pass
to the donee when he attains the age of
21 years; and

(3) Any portion of the property and
its income not disposed of under subpar-
agraph (1) of this paragraph will be pay-
able either to the estate of the donee or
as he may appoint under a general power
of appointment as defined in section 2514
(¢) if he dies before attaining the age of
21 years, ' ;

(b) Either a power of appointment
exercisable by the donee by will or &
power of appointment exercisable by the
donee during his lifetime will satisfs
the conditions set forth in pnr.s:-'ru;ni
(a) (3) of this section. However, if %hu
transfer is to qualify for the exclus.o\n
under this section, there must pc no r':(;
strictions of substance (as dmmguxshr__
from formal restrictions of the t:""q('qtjg;
scribed in paragraph (g) (1) of § 25294
(e)=1) by the terms of the mstrumc':}z
of transfer on the exercise of the POW 'f_
by the donee. However, {f the minox o
glven a power of appointment EXerois
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uble during lifetime or is given a po.zer
of appointment exercisable by will, the
fact that under the local law 8 minor is
under a disability to éxercise an inter-
vivos power or to execute a will does not
cause the transfer to fall to satisfy the
conditions of section 2503 (¢). Further,
o transfer does not fail to satisfy the
conditions of section 2503 (¢) by reason
of the mere fact that—

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

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

(3) The governing instrument con-
tains a disposition of the property or
Income not expended during the donee's
minority to persons other than the
donee's estate in the event of the default
of appointment by the donee,

(¢) A gift to a minor which does not
slisfly the requirements of section
2503 (0) may be either A present or s
future interest under the general rules
of §25.2503-3. Thus, for example, a
transfer of property in trust with {income
uired to be paid annually to a minor
“ncficiary and corpus to be distributed
{0 him upon his attaining the age of 25
150 gift of n present interest with respect
0 the right to income but 15 a Rift of a
future Interest with respect to the right
to corpus,

§ 25,2504 Statutory provisions; tar-
able gifts for preceding years.

2504. Taradble gifts Jor preceding
Vears—(u) In general. In computing tuxable

the calendar year 1954 and preceding
“F years for the purpose of computing
X

Sbplicable to the years in which the trans-
fers were made ‘ang there shall be nllowed
fuch deductions as were Jrovided for under
':"ff: 'WE, except that specific exemption in
-‘.".’ fmount, if any, allowable under section
2521 whall pe applied In all computations in
F2Dect of the calendsr year 1054 and previous
falendar years for the of computing
e tax for 1955 or any
Galendar yoap thereaftor,
N (b) Erciusions Jfrom gifta for preceding
07, In the case of gifts made to any
f the donor during the calendar

Aoy ant exeluded, if any, by the provisions
o l" laws spplicable Lo the years In
N the Bifts were made shall not, for

tLt:::pM Of subsection (a), be Included in
nuch".li‘i amount of the gifts made dmn‘

,‘_’cr'"it‘lluarion Of certain gifts for preced-
o colendar yoars, Tf the time has explred

“b‘f:r which n tax may be assessed under
ot Chapter or under corresponding provi-
5 o PHiOr laws, on the transafer of prop-

7 OY gt mage during a precedin:
“UF, a8 defined in ucugn 2502 (c), and

X uUnder this chapter or under corre-
ea PrOVIsions of priop laws has been
o O PRl for such Proceding calendar
. such gift made in such
year shall, for purposes
fax under this chapter

o OF calendar
fOmputing the
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for the calendar year 1055 and subsequent
calendar years, be the value of such gire
which was used in computing the tax for the
laat preceding calendar year, for which o tax
under this chapter or under corresponding
Provislons of prior Inws was dssessed or pald,

{d) Net gifts, For years before the calen-
dar year 1955, the term "net girts” a8 useq

In carresponding provisions of priort laws
shall be read as “taxable Bits” for purposcs
of this chapter,

§ 25.2504-1 Tazxable yifts Jor preced-
g years, (a) In order to determine the
correct gift tax Mability for the calenday
year 1955 or any calendar year there-
after it is necessary to ascertain the cor-
rect amount, if any, of the aggregate sum
of the taxable gifts for each of the pre-
ceding calendar years. See paragraph
(@) (2) of §26.2502-1. The words “ag-
gregate sum of the taxable gifts for each
of the preceding calendar years"” means
the correct aggregate of such gifts,
not necessarily that returned for those
years and in respect of which tax was
paid. All transfers which constituted
gifts in prior calendar years under
the laws, including the provisions
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 de-
termining the aggregate sum of the tax-
able gifts for preceding vears, (The
allowable exclusion from g gift was $5,000
for years before 1939, $4.000 for the cal-

endar years 1839 through 1942, and
$3,000 thereafter.)
(b) In dete the aggregate sum

of the taxable gifts for preceding years,
the total of the amounts allowed as de-
ductions, for the specific exemption, un-
der section 2521 and the corresponding
provisions of prior laws, shall not exceed
$30,000. Thus, if the only preceding
years during which the donor made gifts
were 1940 and 1941 (at which time the
specific exemption allowable was
$40,000), and if in his returns for those
years the donor claimed deductions to-
taling $40,000 for the specific exemption
and reported taxable gifts totaling
$110,000, then in determining the aggre-
gate sum of the taxable gifts for preced-
Ing years, the deductions for the specific
exemption cannot exceed $30,000, and
the aggregate sum of the donor's taxable
gl{ts for preceding years will be $120,000,
(instead of the $110,000 reported on his
returns for preceding years). (The al-
lowable deduction for the specific exemp-
tion was $50.000 for calendar years be-
fore 1936, $40,000 for calendar years 1936
through 1942, and $30.000 thereafter.)

(e) If, during any preceding calendar
year, the donor and his spouse consented
to have gifts made to third parties con-
sidered as made one-half by each spouse,
pursuant to the provisions of section 2513
or section 1000 (f) of the Internal Reve-
nue Code of 1939 (which corresponds to
section 2513), ‘these provisions shall be
taken into account in determining the
aggregate sum of the taxable gifts for
that preceding calendar year,
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(d) If interpretations of the gift tax
law in prior calendar years resulted in
the erroncous inclusion of property for
gift tax purposes which should have been
excluded, or the erronecus exclusion of
property which should have been in-
cluded, adjustments must be made in
order to arrive at the correct aggregate
of  taxable gifts for preceding years.
Howeyer, see section 1000 (e) and (g) of
the 1939 Code relating to certain dis-
cretionary trustz and reciprocal trusts.

§35.2504-2 Valuation of certain gifts
Jor preceding calendar vears. Section
2504 (¢) provides that if the valuation of
o transfer for gift tax purposes with
respect to a gift made in a preceding
calendar year is at issue, and if the statu-
tory. period within which an Assessment
may be made with respect to the gift has
expired and a tax has been actually as-
sessed or paid for such prior calendar
year, then the value of the gift for pur-
poses of arriving at the correct amount
of the laxable gifts foy preceding years
is the value which was used in computing
the tax for the last preceding calendar
year for which a tax was nssessed or paid
under chapter 12 of the Internal Revenue
Code of 1954 or the corresponding pro-
visions of prior laws. However, this rule
will not prevent an adjustment in value
where no tax was paid or assessed for the
prior year. Furthermore, this rule does
not apply to adjustments involving issues
other than valuation. See paragraph
() of §25.2504-1,

TRANSTERS

§25.2511 Statutory provisions; trang-
Jersin general,

8rc., 2611, Transfers in gefieral—(n) Scope.
Subject to the Imitations contatned in this
chapter, the tax Imposed by section 2501
shall apply whether the transfer s in trust or
otherwise, whether the UL s direct or In-
direct, and whether the property Is real or
personal, tangible or Intangible; but in the
case of & nonresident not a citizen of the
United States, shall apply to a transfer onty if
the property ls situated within the United
Stotes,

(b) Stock in corporation. Shares of atock
owned and held by a nonrealdent not a cfti-
2en of the Unlted States shall be deemeoed
Froperty within the United States only if
issued by n domestic corporation,

§ 25.2511-1 Transfers in general, (a)
The gift tax applies to & transfer
by way of gift whether the transfer is
in trust or otherwise, whether the gife
is direct or indirect, and whether the
property is real or personal, tangible or
intangible, For example, a taxable
transfer may be effected by the ereation
of a trust, the forgiving of a debt, the
assignment of a Judgment, the assign-
ment of the benefits of an insurance
policy, or the transfer of cash, certifi-
cates of deposit, or Federal, State or
municipal bonds, Statutory provisions
which exempt bonds, notes, bills and
certificates of indebtedness of the Fed-
eral Government or its agencies and the
interest thereon from taxation are not
applicable to the gift tax, since the gift
tax is an excise tax on the transfer, and
is not a tax on the subject of tho gift.

(b) In the cascof a nonresident alien
who was not engaged in business in the
United States (see §25.2501-1) during
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the calendar year, the tax is imposed only
if the gift consisted of real estate or tan-
gible personal property situated within
the United States at the time of transfer.
See $§ 25.2501-1 and 25-2511-3.

(¢) The gift tax nlso applies to gifts
indirectly made, Thus, all transactions
whereby property or property rights or
interests are gratuitously passed or con-
ferred upon another, regardless of the
means or device employed, con®titute
gifts subject’ to tax. See further
§ 25.2512-8, Where the law governing
the administration of the decedent's
estate gives a beneficiary, heir, or next-
ofskin a right to completely and un-
qualifiedly refuse to accept ownership of
property transferred (rom a decedent
(whether the transfer is effected by the
decedent's will or by the law of descent
and distribution of intestate property),
a refusal to accept ownership does not
constitute the making of a gift if the
refusal is made within a reasonable time
after knowledge of the existence of the
transfer.. The refusal must be unequivo-
cable and effective under the local law.
There can be no refusal of ownership
of property after its acceptance. Where
the local law does not permit such a re-
fusal, any disposition by the beneficiary,
helr, or next-of-kin whereby ownership
is transferred gratuitously to another
constitutes the making of a gift by the
beneficiary, heir, or next-of-kin. In any
case where a refusal is purported to
relate to only a part of the property,
the determination of whether or not
there has been a complete and unguali-
fied refusal to accept ownership will de~-
pend on all of the facts and circum-
stances In each particular case, taking
into account the recognition and effec-
tiveness of such a purported refusal
under the local law. In the absence of
facts to the contrary, if a person fails
to refuse to accept a transfer to him of
ownership of a decedent’s property
within a reasonable time after Jearning
of the existence of the transfer, he will
be presumed to have accepted the prop=
erty. In fllustration, if Blackacre was
devised to A under the decedent’s will
(which also provided that all lapsed leg-
acies and devisges shall go to B, the resid-
uary beneficiary), and under the local
law A could refuse to accept ownership
in which case title would be considered
as never having passed to A, A'%s refusal
to accept Blackacre within a réasonable
time of learning of the devise will not
constitute the making of a gilt by A to
B. However, if a decedent who owned
Greenacre died intestate with C and D
as his only heirs, and under local law
the heir of an intestate cannot, by refusal
to accept, prevent himself from becom-
ing ar owner of intestate property, any
gratuitous disposition by C (by whatever
term it is known) whereby he gives up
his ownership of a portion of Grecnacre
and D acquires the whole thereof con-
stitues the making of a gift by C to D.

(d) If a joint income tax return is
filed by a husband and wife for a taxable
year, the payment by one spouse of all or
part of the Income tax liability for such
year is not treated as resulting in a trans-
fer which is subject to gift tax. The
same rule is applicable to the payment of
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gift tax for a calendar year in the case of
a husband and wife who have consented
to have the gifts made considered as
made half by each of them in accordance
with the provisions of section 2513.

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

(f) If a donor is the owner of only a
limited interest in property, and trans-
fers his entire interest, the interest is in
every case to be valued by the rules set
forth in §3§ 25.2512-1 through 25,2512-7.
If the interest is @ remainder or reversion
or other future interest, it is to be valued
on the basis of actuarial principles set
{forth In § 25.2512--5, or if it Is not suscep~
tible of valuation in that manner, in ac-
cordance with the principles set forth in
§ 25.2512-1.

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

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

power to distribute corpus for the pleas-
ure, desire, or happiness of a beneficiary
is not such a standard., The entire con-
text of a provision of a trust instrument
granting a power must be considered in
determining whether the power s lin
by a reasonably definite standard. I
example, if & trust instrument provi
that the determination of the trustee
shall be conclusive with respect to the
exercise of nonexercise of a power, the
power is not limited by & reasopably defi-
nite standard. However, the fact thal
the governing instrument is phrased in
discretionary terms is not in itsell an
{ndication that no such standard exists

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

(1) ‘A transfer of property by a cor-
poration to B 1s a gift to B from the
stockholders of the corporation. If B
himself is a stockholder, the transfer is
a gift to him from the other stockholders
but only to the extent it exceeds B's own
interest in such amount as «. shareholder,
A transfer of property by B to a corpo-
ration generally represents gifts by B 0
the other individual shareholders of the
corporation to the extent of thelr pro-
portionate interests in the corporntion.
However, there may be an exception to
this rule, such a8 a transfer made by an
individual to a charitable, public, politi-
cal or similar organization which may
constitute a gift to the organization as 8
single entity, depending upon the {acis
and circumstances in the particular case

(2) The transfer of property to B U
there is imposed upon B the obligation ¢
paying a commensurate annuily to Cisa
gift to C.

(8) The payment of money oOr
transfer of property to B in considera-
tion of B’s promise to render a servict 0
C is a gift to C, or to both B and C,
pending on whether the service to be
rendered to C is or is not an adequate and
full considération in money or mi 5
worth for that which s recelved
See section 25612 (b) and the regulalions
thereunder,

(4) If A creates a joint bank ncrwt::‘-’;
for himself and B (or a similar type ©
ownership by which A can regain the tn-
tire fund without B's consent), there is @
gift to B when B draws upon the account
for his own benefit, to the extent of the
amount drawn without any obligation Lo
account for a part of the proceeds 10 4.
Similarly, if A purchases a United States
savings bond registered as payabie 19
“A or B,” there Is a gift to B when B sur~
renders the bond for cash without 807
obligation to'account for & part of L&
proceeds to A. S

(3) If A with his own funds purchases
property and has the title conyeyed f—;’
himself and B as jolnt owners “'_1'.\-:
rights of survivorship (other than ¢ ;.
ownership described in example (4)) bu¥
which rights may be defeated by (-l“'f;;
party severing his interest, there is 8 e ¢
to B in the amount of half the \_’r‘t;'llf._‘_.
the property. However, se¢ §25.4515-2
relative to the creation of a joint tenants
(or tenancy by the entirety) betweesl

the
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husband and wife in real property with
rizhts of survivorship which, unless the
donor eleets otherwise is not considered
8s a transfer includible for Federal girt
tax purposes at the time of the creation
of the joint tenancy, See § 25.2515-2
with respect to determining the extent to
which the creation of a tenancy by the
entirety constitutes a taxable gift if the
donor elects to have the creation of the
tenancy eo treated. See also § 25.2523
(d) -1 with respeet to the marital deduc-~
tion allowed in the case of the creation of
i joint tenancy or a tenancy by the
entirety.

(6) If A Is possessed of a vested re-
mainder interest in property, subject to
being divested only in the event he should
fall to survive one or more individuals
or the happening of some other event, an
Irrevocable assignment of all or any part
of his Interest would result in a transfer
includible for Federal gift tax pur-
boses.  See especially paragraph (e) of
2512-5 for the valuation of an in-
terest of this type,

‘7) If A, without retaining a power to
revoke the trust or to change the bene-
ficlal interests therein, transfers property
In trust whereby B is to receive the in-
come for life and at his death the trust is
o terminate and the corpus is to be re-
turned to A, provided A survives, but if A
bredeceases B the corpus Is to pass to C,
A has made o gift equal to the total value
of the property less the value of his re-
talned Interest. See paragraph (e) of
1252512-5 for the valuation of the
donor's retained interest,

‘9) If the Insured purchases a life
insurance policy, or pays & premium on
b previously issued policy, the proceeds
of which are payable to a beneficiary
or beneficlaries other than his estate,
ind with respect to which the insured
fefains no reversionary interest in him-
self or his estate and no power to revest
the economie benefits in himself or his
®tate or to change the beneficiaries or
their proportionate benefits (or if the
iNsured relinquishes by assignment, by
signation of a new beneficiary or other-
Wise, every such power that was retained
i apreviously issued policy), the insured
bas made a gift of the value of the policy,
Or 10 the extent of the premium paid,
ven though the right of the assignee or

Deficlary to recelve the benefits is cone
ditioned upon his surviving the insured.
For the Valuation of life Insurance poli-
tles spe § 25.2512-8.

nnld 9) '}Vhere Property held by & husband
wife

Sta.tr-. law the hurband’s death is con-
t.‘ldi'rcd ‘0 make absolute the transfer by
u;l‘ Wife, there is g gift by the wife at
¢ time of the husband’s death of half
nsyre 10Ut of the proceeds of such
iSurance,
10) If under A’ pension plan (pur-
:;.-’;f«t ‘o which he has an unqualified
E0L 1o an fnnulty) an employee has an
take either a retirement an-
Rujty g If alone or a smaller an-
nn;:}n OF himself with a survivorship
bl Uity payable to his wife, an {rrevoca-
tlection by the employee to take the
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reduced annuity in order that an annuity
may be paid, after the employee’s death,
tohlswireresunalnthemakinzora
gift. However, see section 2517 and the
regulations thercunder for the exemp-
tion from gift tax of amounts attribut-
able to employers' contributions under
qualified plans and certain other con-
tracts.

§25.2511-2 Cessation of donor's do-
minion and control. (a) The gift tax is
not imposed upon the receipt of the prop-
erty by the donee, nor is it necessarily
determined by the measure of enrich-
ment resulting to the donee from the
transfer, nor is it conditioned - upon
ability to Identify the donee at the time
of the transfer. On the contrary, the
tax is a primary and personal liability of
the donor, is an excise upon his act of
making the transfer, is measured by the
value of the property passing from the
donor, and attaches regardless of the fact
that the identity of the donee may not
then be known or ascertainable,

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

(c) A gift is incomplete in every in-
stance in which a donor reserves the
power to revest the beneficlal title to the
property in himself. A gift is also in-
complete If and to the extent that a re-
cerved power gives the donor the power
to name new beneficlaries or to change
the interests of the beneficiaries as be-
tween themselves unless the power is a
fiduciary power limited by a fixed or
ascertainable standard. Thus, if an
estate for life is transferred but, by
an exerclse of a power, the estate may
be terminated or cut down by the donor
£ one of less value, and without restric-
tion upon the extent to which the estate
may be so cut down, the transfer consti-
tutes an Incomplete gift. If in this ex-
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ample the power was confined to the
right to cut down the estate for life to
one for a term of five years, the certainty
of an eftate for not less than that term
results In a gift to that extent complete,

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

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

() The relinquishment or termina-
tion of a power to change the benefl-
claries of transferred property, occurring
otherwise than by the death of the donor
(the statute being confined to transfers
by living donors), is regarded as the
event which completes the gift and
causes the tax to apply. For example, {f
A transfers property in trust for the
benefit of B and C but reserves the power
as trustee to change the proportionate
interests of Band C, and if A thereafter
has another person appointed trustee
in place of himself. such later relin-
quishment of the power by A to the new
trustee completes the gift of the trans-
ferred property, whether or not the new
trustee has a substantial adverse inter-
est. The receipt of income or of other
enjoyment of the transferred property
by the transferee or by the beneficlary
(other than by the donor himself) during
the interim between the making of the
Initial transfer and the relinquishment
or termination of the power operates to
free such income or other enjoyment
from the power, and constitutes a gift
of such income or of such other enjoy-
ment taxable as of the calendar year of
its receipt. If property I transferred
in trust to pay the income to A for life
with remainder to B, powers to dis-
tribute corpus to A, and to withhold in-
come from A for future distribution to
B, are powers to change the beneficiaries
of the transferred property.

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

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

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

§ 95.2511-3 Transfers by nonresidents
not citizens—(a) In general. Sections
9511 and 2501 contain provisions relating
to the taxation of transfers by nonresi=-
dent alien donors. (See paragraph (b
of §25.2501-1 for definition of the term
“resident.”) As combined these rules
are— '

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

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

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

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

(3) Shares of stock owned and held
by & nonresident alien donor do not con=
stitute property within the United States
if issued by a corporation which is not
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a domestic corporation, irrespective of
where the certificates are physically lo=
cated. Therefore, the tax will not under
any circumstances apply to the transfer
of a share of such stock by a nonresident
alien donor, «

§ 25.2512 Statutory provisions; valua-
tion of gifts.

Syc. 2512. Valuation of gifts. (a) If the
gift i5' made In property, the value thereof
at the date of the gift shall be considored
the amount of the gift,

(b) Where property is transferred for less
than an adequate nnd 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 n gift, and.shall be inciuded in com-
puting the amount of gifis made during the
oalondar year.

§ 25.2512-1 Valuation of property; in
general. Section 2512 provides that if a
¢ift s made in property, its value at the
date of the gift ghall be considered the
amount of the gift. The value of the
property is the price at- which such prop=-
erty would change hands between a will-
ing buyer and a willing seller, neither be-
ing under any compulsion to buy or to
sell, and both having reasonable knowl-
edge of relevant facts. The value of a
particular kind of property is not the
price that a forced.sale of the property
would produce. The value is generally
to be determined by ascertaining as a
basis the fair market value at the time of
the gift of each unit of the property.
For example, in the case of shares of
stocks or bonds, such unit of property is
generally & share or a bond. Property
shall not be returned at the value ab
which it is assessed for local tax purposes
unless that value represents the fair mar-
ket value thereof on the date of the gift.
All relevant facts and elements of valye
as of the time of the gift shall be con-
sidered. See §§252512-2  through
95.9512-6 for further information con-
cerning the valuation of particular kinds
of property.

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

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

price of $12 is taken as representing
the fair market value of a share of
the stock as of the date of the gift
((3x10):-(2x15))' It, instead, the
mean sale prices per share on June
13 and June 20 were $15 and S$10,
respectively, the price of §13 is taken
as representing the fair market value

(_._(3)(‘5) 7;__-(2x10))' I1 stocks or bonds

5

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

(c) Based on bid and asked prices, X
the provisions of paragraph (b) of this
section are inapplicable because actual
sales are not aveilable during a reason-
able period beginning before and ending
after the date of the gift, the fair market
value may be determined by taking the
mean between the bona fide bid and
asked prices on the date of the gift, or if
none, by taking a weighted average of the
means between the bona fide bid and
asked prices on the nearest trading date
before and the nearest trading date after
the date of the gift, if both such nearest
dates are within & yveasonable period
The average is to be determined in the
manner described in paragraph (b) of
this section. p

«dy Where selling prices and bid and
asked prices are not available for dates
both bejore and ajter the date of gift. 1t
the provisions of paragraphs (b) and (¢}
of this section are inapplicable because
no actual sale prices or quoted bona fide
bid and ssked prices are available on &
date within a reasonable period before
the date of the gift, but such prices are
available on a date within a reasonnble
period after the date of the gift, or Vice
versa, then the mean between the high-
est and lowest avallable sale prices or
bid and asked prices may be taken &
the value, RO

(e) Where selling prices or bid and
asked prices do not represent foir mar-
ket palue. In cases in which it is csgl'f-
lished that the value per bond or sm-trl'f
of any security determined on the bm-..?
of the selling or'bid and asked prices .11
provided under paragraphs (b7, (¢}, e
(d) of this section does not yepresent the
fair market value thereof, then some
reasonable modification of the value de-
termined on that basis or other relevant
facts and elements of value shall be con+
Sidered in determining falr markes
value. Where sales al or near the cﬂ}:
of the gift are few or of & Sporacic
nature, such sales alone may not indi=
cate fair market value. In certain €=
ceptional cases, the size of the b!oc.*:' 0:
securities made the subject of each sf.‘-lt
rate gift in relation to the number 0%
Thares changing hands in sales may be
relevant in determining whether sc: L‘;"é
prices reflect the fajr market yalue 0
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block of stock to be valued. If the donor
an =how that the block of stock to be
valued, with reference to each separate
gift, !s so large in relation to the actual
tales on the existing market that it
could not be liquidated In a reasonable
lime without depressing the market, the
price at which the block could be sold as
sich  outside the wusual market, as
tirough an underwriter, may be a more
sccurnte Indication of value than mar-
ket quotations, Complete data in Sup-
port of any allowance claimed due to the
sze of the block of stock being valued
thould be submitted with the return,
On the other hand, if the block of stock
0 be valued represents a controlling

terest, elther actual or effective, in a
foing business, the price at which other
btz change hands may have little rela-
Lon to its true value.

(f) Where selling prices or bid and
uked prices are unavailable. 1f the pro-
visions of paragraphs (b), (), and (d)
o thiz section are inapplicable because
dctual sale prices and bona fide bid and
uked prices are lacking, then the fair
mirzet value Is to be determined by tak-
ing the following factors into considera-
tion;

1) In the case of corporate or other
bonds, the soundness of the security, the
interest yield, the date of maturity, and
wher relevant factors: and 3

{2) In the case of shares of stock, the
fmpany’s net worth, prospective earn-
g power and dividend-peying capacity,
and other relevant factors,

Seme of the “other relevant factors” re-
ferred to in subparagraphs (1) and (2)
of this paragraph are: The goodwill of
the business: the economic outlook in the
Particulnr industry; the company's posi-
tion in the industry and its management;
the degree of control of the business rep-
eented by the block of stock to be val-
bed; and the values of securities of corpo-
ftlons engaged in the same or similar
Enes of business which' are listed on a
#ock exchange, However, the weight
W be nccorded such comparisons or any
Other evidentiary factors considered in
the determination of a value depends
upon the faets of each case, Complete
- Beial and other data upon which
. * valuation 1s based should be submit-
ed with the return, including coples of
fports of any examinations of the com-
Pany made by accountants, engineers, or

s, <Chnical experts as of or near the
L& of the gift.

1252512-3  Valuation of interests in

b‘i‘" (&) Care should be taken to
itere. - 40 accurate valuation of any
trang 0 @ business which the donor

Consige Without an adequate and full
vorth | naCR In money or money's
interee The fair market yalue of any
ne:u‘"" ‘1 8 business, whether a part-
imoyr: °F 2 Proprietorship, s the net
wherne. "Dich & willing ' purchaser,
. o.u]'s ' an individual or a corporation,
telle- LY Tor the Interest to a willing
sion { A;:uher being under any compul-
Teasarae Y OF to sell and both having
rm‘“ﬁ'{le knowledge of the relevant
D 7 n'e net value is determined on the

= 0 all relevant factors Including—
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(1) A fair appraisal as of the date of
the gift of all the assets of the business,
mlxl)glble and intangible, including good
will;

(2) The demonstrated earning capac-
ity of the business: and

(3) The other factors set forth in
paragraph (f) of §252512-2 relating
to the valuation of corporate stock, to
the extent applicable,

Special attention should be given to de-
termining an adequate value of the good
will of the business, Complete financial
and other data upon which the valuation
is based should be submitted with the
return, including copies of reports of ex-
aminations of the business made by ac-
countants, englneers, or any technical
experts as of or near the date of the gife.

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

§ 25.2512-5 Valuation of annuities, life
estates, terms for years, remainders and
reversions—(a) In general. (1) The fair
market value of annuities, life estates,
terms for years, remainders and rever-
sions Is their present value, determined
under this section, except in the case of
annuities and life insurance under con-
tracts issued by companies regularly en-
gaged In their sale. The valuation of
such commercial annuity contracts and
insurance policles is determined under
§25.2512-6. Where the donor transfers
property in trust or otherwise and retaing
an interest therein, the value of the gift
is the value of the property transferred
less the value of the donor's retained in-
terest. If the donor assigns or relin-
fuishes an annuity, life estate, remainder
or reversion which he holds by virtue of
& transfer previously made by himself or
another, the value of the gift is the value
of the interest transferred.

(2) The present value of an annuity,
life estate, remainder or reversion de-
termined under this section which is de-
pendent on the continuation or termina-
tion of the life of one person is computed
by the use of Table I in paragraph «f) of
this section. The present value of an
annuity, term for years, remainder or
reversion dependent on a term certain s
computed by the use of Table IT in para-
Braph (). If the Interest to be valued
Is dependent upon more than one life
or there is a term certain concurrent
with one or more lives, see paragraph (e)
of this section. For purposes of the
computations desaribed in this section,
the age of a person is to be taken as the
:ge of that person at his nearest birthe

ay.
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(b) Annuities—(1) Payable annually
at end of year, If an annuity is payable
annually at the end of each Year during
the life of an individual (as for example
If the first payment is dite one year after
the date of the gift), the amount payable
annually is multiplied by the figure in
column 2 of Table I opposite the number
of years in column 1 nearest the age of
the individual whose life measures the
duration of the annuity. If the annuity
i5 payable annually at the end of each
year for a deflnite numbey of years, the
amount payable annually is multiplied
by the figure in column 2 of Table 11
opposite the number of years in column 1
representing the duration of the annuity,
The application of this subparagraph
may be {illustrated by the following
examples:

Example (1). The donor assigne an an-
nuity of $10,000 a year payable annually dur-
Ing his life immediately after an annusl pay-
ment hns been made. The age of the donor
on the date of nssignment Is 40 years and 8
mouths. By reference to Tablo I, it is found
that the figure In column 2 opposite 41
years ia 17.6853. The value of the gift is,
therefore, §176853 (810,000 multiplied by
17.6853),

Ezample (2), The donor was entitled to
recelve an annulty of $10,000 a yeur payable
annually at the end of annual periods
throughout & term of 20 years; the donor,
when 15 yeéars have elapsed. makes a gift
thereof to his won. By reference to Table 1T,
it 1s found that the figure in column 2 OppoO-
site & years, the unexpired portion of the
20-year period s 4.5151. The present value
of the annuity is, therefore, $45,151 ($10,000
multiplied by 4.5151).

(2) Payable at the end of semiannual,
quarterly, monthly, or weekly periods.
If an annuity is payable at the end
of semiannual, quarterly, monthly, or
weekly periods during the life of an
individual (as for example if the first
payment is due one month after the date
of the gift), the aggregate amount to be
pald within a year is first multiplied by
the figure in column 2 of Table I opposite
the number of years in column 1 nearest
the age of the individual whose life
measures the duration of the annuity.
The product so obtained is then muilti-
plied by whichever of the following fac-
tors is appropriate:

1.0087 for semiannual payments,

1.0130 far quarterly payments,

1.0150 for monthly payments,

1.0171 for weekly payments.

If the annuity is payable at the end of
semiannual, quarterly, monthly, or week-
1y periods for a definite number of years
the ageregate amount to be pald within
8 year is first multiplied by the figure in
column 2 of Table IT opposite the number
of years in column 1 representing the
duration of the annuity. The product so
obtained is then multiplied by whichever
of the above factors is appropriate. The
application of this subparagraph may be
Mustrated by the following example:

Example. The facts are the same a= those
contained in example (1) sot forth in gub-
paragraph (1) nbove, except that the annuity
is payable seminnnually. The aggregate ane-
nual amount, $10,000, s multiplied by the
factor 17.6853, and the product multiplied by~
1.0087. The value of the gift is, therefore,
$178,361.62 (810,000 X 17.0853 x 1.0087) .,
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(3) Payable at the beginning of an-
nual, semiannual, quarterly, monthly, or
 weekly periods, (1) If the first payment
of an annuity for the life of an indi-
vidual is due at the beginning of the
annual or other payment period rather
than at the end (as for example if the
first payment is to be made immediately
after the date of the gift), the value of
the annuity is the sum of (a) the first
payment plus (b) the present value of
a similar annuity, the first payment of
which is not to be made until the end
of the payment period, determined as
provided in subparagraph (1) or (2) of
this paragraph. The application of this
subdivision may be fillustrated by the
following example:

Ezample. The donee is made the bene~
ficlary for 1ife of an annuity of £50 o month
from the income of a trust, subject to the
right reserved by the donor to cause the
pnnuity to be pald for his own benefit or
for the benefit of aunother. On the day a
payment is due, the donor relinquishes his
reserved power, The donee 1s then 50 yeors
of age. The value of the gift 1s $50 plus
the product of $50 <12 14.8486 (sece Tabje I)
» 1.0159, or 89,100.82,

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

1.0850 for annual payments,

1.0262 for geminnnual payments,

1.0218 for quarterly payments,

1.0189 for monthly payments, or

1.0177 for weekly payments,

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

Ezample, The donee is the beneficiary of
an annuity of $50 & month, subject to a
resorvod right in the donor to cause the
annuity or the cash value thercof to be pald
for his own benefit or the benefit of another.
On the day a payment is due, the donor
rolinquishes the power, There are 300 pay-
ments to be made covering a period of 25
years, Including the payment due. The value
of the gift 1s the procuct of 850X 12X 1648156
(factor for 26 years, Table IT) X1.0180, or
£10,075.80.

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

Example. The donor, who during his life
{s entitled to recelve the income from prap-
erty worth $50,000, makes s gift of such
interest. The donor 1s 81 years old on the
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date of the gift. The value of the gift is
£36,534 (850,000 % 0.71068) .

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

Example, The donor transfers by gift
property warth 850,000 which he Is entitied
to recelve upon the death of his brother, to
whom the income for lLife has been be-
queathed. The brother at the date of the
gift 1 31 years of age, By reference to Table
I, it s found that the figure in colunin 4
opposite sge 31 Is 028632, The value of the
gift 1s, thorefore, $14,466 (850,000 X 0.28632) .

(e) Actuarial computations by the In-
ternal Revenue Service. If the interest
to be valued is dependent upon the con-
tinuation, or termination of more than
one life, or there is a term certain con-
current with one or more lives, or if the
retained interest of the donor is condi-
tioned upon survivorship, a special factor
{s necessary. The factor is to be com-
puted upon the basis of the Makehamized
mortality table appearing as Table 38
of United States Life Table and Actuarial
Tables 1939-41, published by the United
States Department of Commerce, Bureau
of the Census, and interest at the rate of
3%, percent a year, compounded annu-
ally. Many such factors may be found
in, or readily computed with the use of
the tables contained in, 8 pamphlet en-
titled “Actuarial Values for Estate and
Gift Tax.” This pamphlet may be pur-
chased from the Superintendent of Docu-
ments, United States Government Print-
ing Office, Washington 25, D. C. How=-
ever, if a special factor is required in
the case of an actual gift, the Commis-
sloner will furnish the factor to the donor
upon request, The request must be ac-
companied by a statement of the date of
birth of each person, the duration of
whose life may affect the value of the in-
terest, and by copies of the relevant
instruments,

(f) The following tables shall be used
in the application of the provisions of
this section:
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1252512-6 Valuation of certain life
Msurance and annuity contracts. The
value of & life- Insurance contract
Or of a contract for the payment of an
imuity issued by a company regularly
fngaged In the selling of contracts of
that character is established through the
fale of the particular contract by the
tompany, or through the sale by the
tompuny of comparable contracts. As
Yaluation of an fnsurance policy through
sle of comparable contracts s not
readily ascertainable when the gift is of
A contract which has been in force for
“me Ume angd on which further pre-
Mm  payments are to be made,
the value may - be approximated by

idding to the interpolated terminal re-
JErve at the date of the gift the propor-
tionate part of the

which
® Lhe period extending beyond that
. I, however, because of the un-
USUAl nature of the contract such ap-
Proximation is not reasonably close to

value, this method may not be
The following examples, so far
48 relating to life insurance contracts,
fre of gifis of such contracts on which
th'ero re no accrued dividends or out-
fanding indebtedness,

",f:'x"“.'ﬂf (I). A donor purchases from a
Miothe, "RCE company for the benefit of
Srcy ’r" * lite Insurance contract or & con-
Value e o D¢ Phyment of an annuity, The
! or the gift fn the cost of the contract,
from & e {2): An snnuitant purchased
o & Uife insurance company a single pay-
Wis o by conteact by the terms of which
Minuane ted to receive payments of $1,200
wp for the duration of his life, Five
o the 1:—‘ fquent to sucy purchnse, and when
e conter ) 20 Fears, he gratuitously ansigns
MOunt wh i, IDE Value of the gift 1s the
S n«_‘m Which the company would charge for
many op gy SONtFCt providing for the pay-
Peryon 5o o200 ATNuAlly ‘for the life Of a
0 50 years of age,
A donor owning a life insur-
which no further payments
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are to be made to the company (e. g., & single
premium policy or pald-up policy) makes o
gift of the contract. The valus of the gire
1s the amount which the company would
charge for o single premium contract of the
same specified amount on the life of & person
of the age of the Insured,

Example (4). A gift is made four months
after the last promium due date of an ordi-
nary life insurance policy Issued nine years
and four months prior to the gl thereof by
the Insured, who was 35 years of age at date
cf lssue. The gross annual premium fs
$2,811. The computation follows:

Terminal resorve at end of tenth
$14, 001, 00

[ YRS AT LIS LR Tt S 12, 985. 00

1, 636.00
—
One-third of such increase (the

gt having been muade four
months following the last pre-
ceding preminm due date), ta.
Terminal resérve at end of ninth
) -\ SRR RO Sl $CTmC LN 12, 965. 00

Interpolated terminn! reserve at
gatecof girt. o T
Two-thirds of gross premium
[§ 252 % ) R IR S T

13, 510,33
1,874.00

Value of thegift. ... __ 15,384.33

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

§25.2512-8 Transfers for insufMicient
consideration. Transfers reached by the
gift tax are not confined to those only
which, being without a valuable consider-
ation, accord with the common law con-
cept of gifts, but embrace as well sales,
exchanges, and other dispositions of
property for a consideration to the extent
that the value of the property trans-
ferred by the donor exceeds the value in
money or money’s worth of the considor-
ation given therefor. However, a sale,
exchange, or other transfer of property
made In the ordinary course of business
(a transaction which is bona fide, at
arm’s length, and free from any donative
intent), will be considered as made for an
adequate and full consideration in money
or money’s worth. A consideration not
reducible tc a value in money or money's
worth, as love and affeciion, p. ise of
marriage, ete., Is to be wholl disre-
garded, and the entire value of the prop-
erty transferred constitutes the amount
of the gift. Similarly, a relinquish-
ment or promised relinquishment of
dower or curtesy, or of a statutory estate
created in lleu of dower or curtesy, or of
other marital rights in the spouse’s pro-
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perty or estate, shall not be ccasidered
to any extent a consideration “in money
or money's worth,” See, however, sec-
tion 2516 and the regulations thereunder
with respect to certain transfers incident
to a divorce,

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

Exe, 2518, Gift by husband or wife to third
party—(a) Considered as made one-hall by
each—(1) In gencral. A gilt made by one
tpouse to any person other than his spouse
shall, for the purposes of this chapter, beo
considered os mude one-half by him and one-
half by his spouse, but only if at the time
of the gift each spouse is a citizen or resident
of the United States, This paragraph shall
not apply with reapect o o gift by a spouse
Of an intersst In property if he crentes in his
fpouse a general power of appointment, ag
defined in section 2514 (€). over such Interest.
For purposes of this section, an individual
shall be considered as the spouss of another
individual only 1f he is married to such in-
dividual at the time of the Eift and does
Dot remarry durlng the remainder of the
calendar year,

(2) Conacnt of doth spouses. Paragraph
(1) ahall apply only if both spouses haye
signified (under the regulations provided for
in subsection (b)) thelr consent to the ap-
plication of paragraph (1) In the case of all
such gifts mode during the calendar year by
cither while married to the other,

(b) Manner and time of signifying con-
sent—(1) Manner, A consent under this
section shall be signified in such manner as
la provided under rogulations prescribed by
the Secretary or his delegate.

(2) Time. Suoh consent may be 50 signi-
fied &t any time sfter the close of the calen-
dar year in which the gift was made, subject
to the followlng limitations—

(A) The consent may not be signified after
the 15th day of April following the close of
kuch year, unless before such 15th day no
return has been filed for such year by either
spouse, in which case the consent may not be
signified after 'n return for such year 1s Nled
by either spouse;

(B) Tho consent may not be signified nfter
& notice of defictency with respect to the tax
for such year has been sent to either spouse
In accordance with section 6212 (n),

() Revocation of consent. Revocation of
A consent previously signified shall be made
In such manner as is provided under reguls-
tions prescribed by the Secretary or his dele-
gate, but the right to revoke A consent
previously signified with respect to a calendar
year—

(1) Shall not exist after the 15th day of
Aprll following the close of such year if the
consent was signified on or before such 15th
day; and

(2) Shall not exist if the consent was not
signified until after such 15th day.

(d) Jotnt and several lability for tax. It
the consent required by subseotion (&) (2)
1s signified with respect to a glft made In
any calendar year, the labllity with respect
to the entire tax Imposed by this chapter of
each spouse for such year shall be joint and
several,

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

year.

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

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

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

(3) The consent is not effective with
respect to a gift by one spouse of a prop-
erty interest over which he created in
his spouse a general power of appoint-
ment (a5 defined in section 2514 (¢)).

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

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

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

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

(1) A husband made gifts valued at 87,000
during the year to a third party and his wife
made no gifts, Each spouse is required to file
a return.

(2) A husband made gifts valued at $5,000
to each of two third parties during the year
and his wife made no gifta. Only the hus-
band is required to file a return, (See
§ 256.6019-2.)

{3) A husband made gifts valued at $5,000
to a third party, and the wife made gifts
valued nt 82,000 to the same third party dur-
{ng the year. Bach spouse ls required to file
A return,

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

(5) A husband made gifts valued at 82,000
during the year to third parties which repre-
gsented gifts of future interests in property
(nee § 25.2609-3), and his wife msde no gifts
during such calendar year. Each spouse 1s
required to file a return.

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

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

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

(3) The consent of both spouses Is
signified on one of the returns.

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

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

’

endar year, subject to the following limi-
tations:

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

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

t¢c) The exccutor or administrator of
a deceased spouse, or the guardian or
committee of a legally incompetent
spouse, as the case may be, may slgnify
the consent. :

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

§25.2513-3 Revocation of conaent,
1f the consent to the application of the
provisions of section 26513 for a calendar
year was effectively signified on or be-
fore the 15th day of April following the
close of the calendar year, elther spouse
may revoke the consent by filing in du-
plicate with the district director of in-
ternal revenue R signed statement of
revocation, but only if the statement is
filed on or before such 15th day of April
Therefore, & consent which was not _ui -
fectively signified until after the 15th
day of April following the close of the
calendar year to which it applies may
not be revoked.

§ 25.2513-4 Joint and several Habilily
for tax, If consent to the applical
the provisions of section 2513 is sirill
as provided In §25.2513-2, and not ¢
voked as provided in §25.2513-3, the
liability with respect to the enlire gift
tax of each spouse for such calendar year
is joint and several. See paragraph
(d) of § 25.2511-1.

§ 252514 Statutory provisions; power $
of appointment.

Sgc. 2514. Powers of cppolnfmrn:-'»
Powers created on or before Ooctober 21, '('.'f'
An exercise of a general power of n;.;u,:l;;
ment created on or before October 21. i :t‘..
shall be deemed o transfer of property by 'ﬂ:
{ndividual possessing such power: but it
fallure to exercise such a power or the c;\(
plete release of such a power shall not i
deemod an exercise thereof. If o H?""?j'
power of appointment created on or ~‘>«~h’;d
October 21, 1642, has been partially reless .
so that it is no longer & genoral pu»\,'r ‘)‘
sppointment, the subsequent exercise o : u; ;e
power shall not be deemed to be tho exert
of n general power of appointment -

(1) Such partial release ocourred be
November 1, 1851, or =

(2) The donee of such power was wndes 2
legal disability to release such p:..\._: .
October 21, 1942, and such partial re.cal_m
oceurred not later than six months after b
terminstion of such legal dhabun.y., co i3

(b) Powers created after October 21, 17 of
The exercise or release of o general powtl'; a
appointment created after October 2’1. : 'hr:
shall be deemed & tranafer of property :) ‘i“_
individunl possessing such power. Tt
claimer or renunciation of such & power

%]

{ore




Saturday, November 15, 1958

appointment shall not be deemed a release
of such power.

(c) Definition of general power of appoint-
ment. Por purposes of this section, the term
"general power of appointment” means n
power which s exercisable In favor of the
Individunl possessing the power (hereafter
In this subsection referred to as the “posses-
sar'’), his estate, his creditors, or the credi-
tory of his estate; except that—

(1) A power to consume, invade, or appro-
priate property for the benefit of the pesses-
tor which is Hmited by an nscertalnable
standard relating to the health, education,
support, or maintensnce of the
shall not be deemed a general power of ap-
pelotment

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

(3) In the case of & power of appointment
treated after October 21, 1042, which 1s exer-
clmable by the possessor only in conjunction
with another person—

(A) If the power Is not exercisable by the

acssor except In conjunction with the
or of the power—such power shall not
lcemed o general power of appointment;

(B) If the power s not exercisable by the
potstssor except in conjunction with n person
hoving u substantial {nterest, in the property
Ct to the power, which is ndverse to
‘ne of the power In favor of the poa~
-such power shall not be deemed a
il power of appointment, For the pur-
wea of this subparagraph a person who,
after the death of the posgessor, may be
posessed of & power of appointment (with
respect to the property subject to the pos-
Bewors power) which he may exercise in his
Own Iavor shall be deeméd ns having an
Interest In the property and such Interest
Hinll be deemed ndverse to such exerclse of
the possessor's power;

(C) If (after the application of subpara-
faphs (A) and (B)) the POWEr is a goneral
Power of appointment and Is exereisable in
favor of such other person—such power shall
b?‘-- cmed n genernl power of appointment

3 respect of m fractional part of the
'y subject to such power, such part to
be determined by dividing the value of such
property by the number of such persons
{ncluding ‘the possessor) In favor of whom
buch power 1a exercisable.

For purposes of subparngraphs (B) and (0),
* power ahall be deemed to be exercisable In
fl:'-«-r Of n person If it 1s exercisable in fayor
9 such person, his estate, his creditors, or
Wie creditorg of his estato.

(d) Creation of another power in certain
Cf-;r: If a power of appointment created
Mier October 21, 1042, 1s cxercized by creat-

 another power of appointment which,
the applicable local law, can be validly
“lied 50 88 to postpone the vesting of any
nterest in the property which was
©<% 10 the first power, or suspend the ab-
ruen LOWnership or power of allenation of
:l', lf_- ¥ x{rrlpen.y. for n period ascertainable
st JUt regard to the date of the creation of
N0 frat power, such exercise of the first
""“”’_ shall, to the extent of the property
rl:;' the second power, be deemed o

Al ropert -
tesaing .uchpp( ml:'t;r'y by. the individual pos
ot epyaie of power.
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(2) 5 percent of the aggregate value of the
assets out of which, or the proceeds of which,
the exercise of the lapsed powers could be
satisfied,

(f) Date of ereation of power. For pur-
poses of this section & power of appointment
created by a will executed on or before Oc-
tober 21, 1942, shall be considered a power
created on or before such date if the poerson
executing such will dies before July 1, 1949,
without having republished such will, by
codichl or otherwise, after October 21, 10492,

§ 25.2514-1 Transfers under power of
appointment—(a) Introductory. (1)
Section 2514 treats the exercise of a gen-
eral power of appointment created on or
before October 21, 1942, as a transfer of
property for purposes of the gift tax. The
section also treats as a transfer of prop-
erty the exercise or complete release of a
general power of appointment created
after October 21, 1942, and under certain
circumstances the exercise of a power of
appointment (not & general power of ap-
pointment) created after October 21,
1942, by the creation of another power of
appointment, See paragraph (d) of
§25.2514-3. Under certain circum-
stances, also, the failure to exercise a
power of appointment created after
October 21, 1942, within a specified time,
50 that the power lapses, constitutes a
transfer of property. Paragraphs (b)
through (e) of this section contain
definitions of certain terms used in
§225.2514-2 and 25.2514-3. See
§25.2514-2 for specific rules applicable
to certain powers created on or before
October 21, 1942, See §25.2514-3 for
specific rules applicable to powers
created after October 21, 1942,

(b) Definition of “power of appoint-
ment"—(1) In general. The term
“power of appointment” includes all
powers which are in substance and effect
powers of appointment received by the
donee of the power from another person,
regardless of the nomenclature used in
creating the power and regardless of 10-
cal property law connotations. For ex-
ample, if a trust instrument provides
that the beneficiary may appropriate or
consume the principal of the trust, the
power to consume or eppropriate is a
power of appointment, Similarly, a
power glven to a donee to affect the ben-
eflicial enjoyment of a trust property or
its Income by altering, amending or re-
voking the trust instrument or terminat-
ing the trust is a power of appointment.
A power in a donee to remove or dis-
charge a trustee and appoint himself
may be a power of appointment, For
example, if under the terms of a trust
instrument, the trustee or his successor
has the power to appoint the principal of
the trust for the benefit of individuals
including himself, and A, another person,
has the unrestricted power to remove
or discharge the trustee at any time and
appoint any other person, including
himself, A is considered as having
& power of appointment. However, he
would not be considered to have a power
of appointment if he only had the power
to appoint a successor, including himself,
under limited conditions which did not
exist at the time of exerclse, release or
lapse of the trustee’s power, without an
accompanying unrestricted power of re-
moval. Similarly, a power to amend only
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the administrative provisions of a trust
instrument, which cannot substantially
affect the beneficial enjoyment of the
trust property or income, is not a power
of appolntment. The mere power of
management, investment, custody of as-
sets, or the power to allocate receipts
and disbursements as between Income
and principal, exercisable in a fiduciary
capacity, ‘whereby the holder has no
power to enlarge or shift any of the bene-
ficial interests therein except as an in-
cidental consequence of the discharge of
such fiduciary duties is not a power of ap-
pointment. Further, the right in a ben-
eficiary of a trust to assent to a periodic
accounting, thereby relieving the trustee
from further accountability, is not a
power of appointment if the right of as-
sent does not consist of any power or
right to enlarge or shift the beneflcial
Interest of any beneficiary therein,

(2) Relation to other sections. For
purposes of §§252514-1 through
25.2514-3, the term “power of appoint-
ment” does not include powers reserved
by a donor to himself. No provision of
scction 2514 or of §§25.2514-1 through
25.2514-3 1s to be construed as in any
way limiting the application of any other
section of the Internal Revenue Code
or of these regulations, The power
of the owner of a property interest al-
ready possessed by him to dispose of his
interest, and nothing more, is not a
power of appointment, and the interest is
includible in the amount of his gifts to
the extent it would be Includible under
section 2511 or other provisions of the
Internal Revenue Code, For example, if
a trust created by S provides for payment
of the income to A for life with power in
A to appoint the entire trust property by
deed during her lifetime to a class con-
sisting of her children, and a further
power to dispose of the entire corpus by
will to anyone, including her estate, and
A exercises the inter vivo: power in favor
of her children, she has made
& transfer of her income interest which
constitutes n taxable gift under section
2511 (a), without regard to section 2514,
This transfer also results in a relinquish-
ment of her general power to appoint by
will, which constitutes a transfer under
section 2514 if the power was created
after October 21, 1942,

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

(¢) Definition of “general power of
appointment”—(1) In general. ‘The
term “‘general power of appointment” as
defined in section 2514 (¢) means any
power of appointment exercisable in
favor of the person possessing the power
(referred to as the “possessor™), his
estate, his creditors, or the creditors of
his estate, except (1) joint powers, to the
extent provided In §§252514-2 and
25.2514-3 and (ii) certain powers lim-
ited by an ascertainable standard, to the
extent provided in subparagraph (2) of
this paragraph. A power of appoint-
ment exercisable to meet the estate tax,
or any other taxes, debts, or charges
which are enforceable against the Pos-
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sessor or his estate, is Included within
the meaning of a power of appointment
exercisable in favor of the possessor, his
estate, his creditors, or the creditors
of his estate. A power of appointment
exercisable for the purpose of discharg-
ing a legal obligation of the possessor or
for his pecuniary beneflt is considered a
power of appointment exercisable in
favor of the possessor or his creditors,
However, for purposes of §§25.2614-1
through 25.2514-3, a power of appoint-
ment not otherwise considered to be a
general power of appointment is not
treated as a general power of appoint-
ment merely by reason of the fact that
an appointee may, in fact, be a creditor
of the possessor or his estate. A power
of appointment Is not a general power it
by its terms it is either—

(@) Exercisable only in favor of one
or more designsted persons or classes
other than the possessor or his creditors,
or the possessor's estate, or the creditors
of his estate, or

(b) Expressly not excrcisable in favor
of the possessor or his creditors, the pos-
sessor's estate, or the creditors of his
estate.

A benefloiary may have two powers under
the same instrument, one of which is a
general power of appointment and the
other of which is not. For example, a
beneflciary may have a general power to
withdraw a lmited portion of trust
corpus during his life, and a further
power exercisable during his lifetime to
appoint the corpus among his children.
The latter power is not a general power
of appointment (but its exercise may
cause a release of the former power; see
example in paragraph (b) (2) of this
section). )

(2) Powers limited by an ascertainable
standard. A power to consume, invade,
or appropriate income or corpus, or both,
for the benefit of the possessor which is
limited by an ascertainable standard re-
lating.to the health, education, support,
or maintenance of the possessor is, by
reason of section 2514 (¢) (1), not a gen-
eral power of sppointment. A power is
limited by such a standard if the extent
of the possessor's duty to exercise and
not to exercise the power is reasonably
measurable in terms of his needs for
health, education, or support (or any
combination of them). As used In this
subparagraph, the words “support” and
“maintenance” are synonymous and
their meaning is not limited to the bare
necessities of life. A power to use prop-
erty for the comfort, welfare, or happl-
ness of the holder of the power is not
limited by the requisite standard. EX-
amples of powers which are limited by
the requisite standard are powers ex-
ercisable for the holder’s “support,”
“support in reasonable comfort,” “main-
tenance in health and reasonable¢ com-
fort,” “support in his sccustomed man-
ner of living,” “education, including ¢ol-
lege and professional education™
“health,” and “medical, dental, hospital
and nursing expenses and expenses of
fnvalidism.” In determining whether a
power §s limited by an ascertainable
standard, it is immaterial whether the
beneficiary is required to exhaust his
other income before the power can be
exercised.
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(3) Certain powers under wills of de-
cedents dying between Jenuary 1 and
April 2, 1948. Section 210 of the Techni-
cal Changes Act of 1953 provides that if
a decedent died after December 31, 1947,
but before April 3, 1948, certaln property
interests described therein may, if the
decedent's surviving spouse so elects, be
accorded specigl treatment in the deter-
mination of the marital deduction to be
allowed the decedent’s estate under the
provisions of section 812 (e) of the In-
ternal Revenue Code of 1939, See para-
graph (h) of § 81.47a of Regulations 105
(28 CFR (1939) 81.4%7a (h)). The section
further provides that property affected
by the election shall be considered prop-
erty with respect to which the surviving
spouse has a general power of appoint-
ment. Therefore, notwithstanding any
other provision of law or of §§25.2514-1
through 25.2514-3, if the surviving spouse
has made an election under section 210
of the Technical Changes Act of 1953,
the property which was the subject of
the election shall be considered as prop-
erty with respect to which she has a gen-
eral power of appointment created after
October 21, 1942, exercisable by deed or
will, to the extent it was treated as an
interest passing to the surviving spouse
and not passing to any other person for
the purpose of the marital deduction in
the prior decedent’s estate.

(d) Definition of “exercise.” Whether
a power of appointment is in fact exer-
cised may depend upon local law, How-

ever, regardless of local law, a power of =

appointment is considered as exercised
for purposes of section 2514 even though
the exercise is in favor of the taker in
default of appointment, and irrespective
of whether the appointed Interest and
the interest in default of appointment
are identien:, or whether the appointee
renounces any right to take under the
appointment. A power of appointment
{s also considered as exercised even
though the disposition cannot take effect
until the occurrence of an event after
the exercise takes place, if the exercise

is irrevocable and. as of the time of the

exercise, the condition was not Impos-
sible of occurrence. For example, if
property is left in trust to A for life, with
a power in A to appoint the remainder
by an instrument filed with the trustee
during his life, and A exercises his power
by appointing the remainder to B in the
event that B survives A, A Is considered
to have exercised his power if the exer-
cise was frrevocable.

(e) Time of creation of power. A
power of appointment created by will is
in general considered as created on the
date of the testator’'s death. However,
section 2514 (f) provides that a power of
appointment created by a will executed
on or before October 21, 1942, is con-
sidered a power created on or before that
date if the testator dies before July 1,
1049, without having republished the
will, by codicil or otherwise, alter
October 21, 1942, Whether or not a
power of appointment created by an
inter vivos instrument executed on or
before October 21, 1942, is considered a
power created on or before that date
depends upon the facts and circum-
stances of the particular case, For
example, assume that A created a

revocable trust before October 21, 1942,
providing for payment of income to B
for life with remainder as B shall ap-
point by will. If A dies after October 21,
1942, without having exercised his power
of revocation, B’s power of appointment
is considered a power created after
October 21, 1042, On the other hand,
assume that C created an, irrevocable
{nter vivos trust before October 21, 1042,
naming ‘T as trustee and providing for
payment of income to D for life with re-
mainder to E. Assume further that T
was given the power to pay corpus to D
and the power to appoint a successor
trustee. If T resigns after October 21,
1942, and appoints D as successor trustee,
D is considered to have a power of ap-
pointment created before October 21,
1942, As another example assume that
T created an irréevocable inter vivos trust
before October 21, 1943, providing for
payment of Income to G for life with re-
mainder as G shall appoint by will, but in
default of appointment income to H for
life with remainder as H shall appoint by
will. If G dies after October 21,
without having exereised his power ol
pointment, H's power of appointment is
considered a power created before Oclo-
ber 21, 1942, even though it was only a
contingent interest until G's death. If,
in this last example, G had exercised his
power of appointment by creall
similar power in I, I's power of appolnt-
ment would be considered & pov
created after October 21, 1942, A pov
is not considered as created after Oo
ber, 21, 1942, merely because the power
is not exercisable or the identity of il5
holders is not ascertained until after that
date.

§ 25.2514-2 Powers of appointmeni
ereated on or before October 21, 1942—
(a) In general. The exercise of a nen-
eral power of appointment created on
or before October 21, 1942, Is decmed
to be a transfer of property by the in-
dividual possessing the power.

(b) Joint powers created on or defore
October 21, 1942, Sectlon 2514 (©) 2)
provides that a power created on or be-
fore October 21, 1942, which at the time
of the exercise is not exercisable by the
possessor éxcept in conjunction with
another person, is not deemed & general
power of appointment.

(¢) Release or lapse. A faflure to exer-
cise a general power of appomimvn".
created on or before October 21, 1843,
or a complete release of such @ power
is not considered to be an cx('rc::.nl’.('f
a general power of appointment. The
phrase “a complete release’ means & re-
lease of all powers over all or & portion
of the property subfect to a m\\'t':"‘(‘i
appointment, as distinguished from ¢
reduction of a power of appointment ‘,"
a lesser power. Thus, if the possessoT
completely relinquished all powers gver
one-half of the property subject to 8
power of appointment, the power is com-{
pletely released as to that one-half. I
at or before the time a power of appoint=
ment is relinquished, the holder of lhv?
power exercises the power in such 8
manner or to such an extent that the
relinquishment resulis in the reduction.
enlargement, or shift in & bgncncial ilxll;
terest In property, the relinquishime
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will be considered to be an exercise and
not a release of the power. For example,
pzsume that A created a trust in 1940
providing for payment of the Income to
B for life with the power in B to amend
the trust, and for payment of the re-
mainder to such persons as B shall
appoint or, upon default of appointment,
to C. If B amended the trust in 1948
by providing that upon his death the
remainder was to be paid to D, and if he
further amended the trust in 1955 by
deieting his power to-amend the trust,
such relinquishment will be considered
an exercise and not a release of a gen-
eral power of appointment, On the other
innd, if the 1948 amendment became in-
eficctive before or at the time of the
1955 amendment, or if B in 1948 merely
amended the trust by changing the
purely ministerial powers of the trustee,
his relinquishment of the power in 1955
will-be considered as release of a power
of sppointment.

(d) Partial release, 1f a general power
of appointment created on or before
October 21, 1942, is partially released so
that it is not thereafter a general power
of appointment, a subsequent exercise of
the partially released ;ower is not an ex-
ercise of a general power of appointment
f the partial release occurs before
zfrh.uhc-vcr is the later of the following

wles:

(1) November 1, 1851; or

(2) If the possessor was under a legal
disubility to release the power on October
21, 1942, the day after the expiration of
6 months following the termination of
such lecal disability, .

Howover, if a general power created on
or before October 21, 1942, s partially
Ttleased on or after the later of those
dates, o subsequent exercise of the power
Will constitute an exercise of a general
bower of appointment. The legal disa-
bility referred to in this paragraph is
determined under local law and may
Include the disability of an insane person,
& minor, or an unborn child. The fact
that the type of general power of ap-
Pointment possessed by the holder astu-
8lly was not generally releasable under
the local law does not place the holder
under a legal disability within the mean-
Ing of Lms paragraph. In general, how-
£ver, It is assumed that all general powers
of SPpointment are reteasable, unless the
ocal law on the subject is to the con-
‘h_l;;»'. and it is presumed that the
‘IF'-"-_HUdbemeoycd to relense the power
5 effective, unless it is not in accordance
With the local law relating specifically to
;‘I('.u:;.:es or, in the absence of such local
!_. "+ 15 not in accordance with the local
4w relating to similar transactions,
) Partial exercise. 1f a general
r of appointment created on or be-
€ October 21, 1942, is exercised only
. % bortion of the property subject
¢ power, the exercise is considered to

DO'“ ransfer only asto the value of that
;1.10[1.

or{i'.:s 2514-3 Powers of appointment
caled after October 21, 1942—(a) In

Peneral. The exercise, release, or Inpse

this -2 8% Provided 1n paragraph (c) of
po‘; “ection) of a general power of ap-
tment created after October 21, 1942,
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is deemed to be a transfer of property by
the individual possessing the power,
‘The exercise of a power of appointment
that is not a general power is considered
to be a transfer If it is exercised to create
a further power under certain circum-
stances (see paragraph (d) of this sec-
tion). See paragraph (¢) of § 25.2514-1
for the definition of various terms used
in this section. See paragraph (b) of
this section for the rules applicable to
determine the extent to which Joint
powers created after October 21, 1942,
are to be treated as general powers of
appointment,

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

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

(2) Such power is not considered as a
general power of appointment if it is not
exercisable by the possessor except with
the consent or joinder of a person having
a substantial interest in the property
subject to the power which is adverse
to the exercise of the power in favor of
the possessor, his estate, his creditors, or
the creditors of his estate. An interest
adverse to the exercise of a power {5 con-
sidered as substantial if its value in rela-
tion to the total value of the property
subject to the power is not insignificant.
For this purpose, the interest Is to be
valued In accordance with the actuarial
principles set forth In § 25.2512-5 or, if
it Is not susceptible to valuation under
those provisions, in accordance with the
general principles set forth in § 25.2512-1.
A taker in default of appointment under
& power has an interest which is adverse
to an exercise of the power. A coholder
of the power has no adverse interest
merely because of his joint possession of
the power nor merely because he i1s a
permissible appointee under a power.
However, a coholder of a power is con-
sidered as having an adverse interest
where he may possess the power after the
possessor's death and may exercise it at
that time in favor of himself, his estate,
his creditors, or the creditors of his es-
tate. Thus, for example, if X, Y, and 2
held a power jointly to appoint among a
group of persons which includes them-
selves and if on the death of X the power
will pass to ¥ and Z jointly, then Y and Z
are considered to have interests adverse
to the exercise of the power in favor of X,
Similarly, if on Y's death the power will
pass to Z, Z i considered to have an
Interest adverse to the exercise of the
power in favor of Y. The application of
this subparagraph may be further illus-
trated by the following examples in each
of which it is assumed that the value of
the interest in question is substantinl:

Example (1). The taxpayer and R are
trustees of w trust under which the Income
is to be paid to the taxpayer for life and then
to M for life, and R is remainderman. The
trustees have power to distribute corpus to
the taxpayer. Since R's interest ig substan-
tially- adverse to an exorolse of the power In
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favor of the taxpayor, the Iatter does not
have a general power of appointment, If
M and the taxpayer were trustees, M's in-
terest would lkewise be adverse.

Example (2). 'The taxpayer and L are
trustecs of a trust under which the income
15 to be pald to L for life and then to M for
life, and the taxpayer 1s remainderman. The
rustees have power to distribute corpus to
the taxpayer during L's life, Since L's In-
terent Is adverse to an exercise of the power
in favor of the taxpayer, the taxpayer does
not have a genernl power of appointment.
If the taxpayer and M. were trustees, M's
interest would likewise be adverso.

Ezample (J). The taxpayer nud L are
trustees of o trust under which the income is
to be pald to L for life. The trustees can
designate whether corpus Is to be distributed
to the taxpayer or to A after L's death. L's
interest is not ndverse to an exercise of the
power In favor of the taxpayer, and the tax-
payer therefore has a general power of
appointment,

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

(c) Partial releases, lapses, and dis-
claimers of general powers created after
October 21,1942. (1) The general prin-
ciples set forth In § 25:2511-2 for deter-
mining whether a donor of property (or
of a property right or interest) has di-
vested himself of all or any portion of his
interest therein to the extent necessary
to effect a completed gift are applicable
in determining whether a partial relense
of a power of appointment constitutes a
taxable gift. Thus, if a general power of
appointment s partirlly released so that
thereafter the donor may still appoint
among a limited class of persons not in-
cluding himself the partial release does
not efTeet a complete gift, since the pos-
sessor of the power has retained the right
to designate the ultimate beneficiaries
of the property over which he holds the
power and since it is only the termina-
tion of such control which completes g
gift.

(2) If a general power of appointment
created after October 21, 1942, was par-
tially released prior to June 1, 1651, o0
that it no longer represented a general
power of sappointment, as defined In
paragraph (¢) of § 25.2514-1, the subse-
quent exercise, release, or lapse of the
partially released power at any tme
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thereafter will not 'constitute the exer-
cise or release of a general power of ap-
pointment, For example, assume that
A created a trust In 1943 under which B
possessed a general power of appoint-
ment. By an instrument executed In
1948 such general power of appointment
was reduced in scope by B to an excepted
power, 'The inter vivos exercise in 1956,
or in any calendar year thereafter, of
such excepted power is not consldered
an exercise or release of a general power
of appointment for purposes of the gift
tax

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

(4) A release of a power of appoint-
ment need not be formal or express in
character. For example, the failure to
exercise a general power of appointment
created after October 21, 1842, within a
specified time so thal the power lapses,
constitutes a release of the power. In
any case where the possessor of a general
power of appointment is incapable of
validly exercising or releasing a power,
by reason of minority, or otherwise, and
the power may not be validly exercised
or released on his behalf, the fallure to
exercise or release the power is not a
lapse of the power. If a trustee has in
his capacity as trustee a power which is
considered as a general power of ap-
pointment, his resignation or removal
as trustee will cause & Iapse of his power.
However, section 2514 (e) provides that
a lapse during any calender year Is
considered as a release 30 as to be sub-
ject to the gift tax only to the extent that
the property which could have been ap-
pointed by exercise of the lapsed power
of appointment exceeds the greater of ()
$5,600, or (il) 5 percent of the aggregate
value, at the time of the lapse, 61 the
assets out of which, or the proceeds of
which, the exercise of the lapsed power
could be satisfled. For example, If an in-
dividual has a noncumulative right to
withdraw $10,000 a year from the prin-
cipal of a trust fund, the failure to exer-
cise this right of withdrawal in a
particular year will not constitute a gift
if the fund at the end of the year equals
or exceeds $200,000, If, however, &t the
end of the particular year the fund
should be worth only $100,000, the fail-
ure to exercise the power will be con-
sidered a gift to the extent of $5.000, the
excess of $10,000 over 5 percent of a fund
of $100,000. Where the failure to exer-
oise a pawer, such as a right of with-
drawal. occurs in more than a single
year, the value of the tpxable transfer
will be determined separately for each
year,

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

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

(d) Creation of another power in cer-
Paragraph (d) of section
2514 provides that there is a transfer for
purposes of the gift tax of the value of
property (or of property rights or inter-
ests) with respect to which a power of
appointment, which Is not a general
power of appointment, created after Oc-
tober 21, 1942, is exercised by crealing
another power of appointment which,
under the terms of the instruments
creating and exercising the first power
and under applicable local law, can be
validly exercised so as to (1) posipone
the vesting of any estate or interest in
the property for a period ascertainable
without regard to the date of the crea-
tion of the first power, or (2) (if the
applicable rule against perpetuities is
stated in terms of suspension of owner-
ship or of the power of alienation, rather
than of vesting) suspend the absolute
ownership or the power of alienation of
the property for a period ascertainable
without regard to the date of the crea-
tion of the first power. For the purpose
of section 2514 (d), the value of the prop-
erty subject to the second power of ap-
pointment is considered to be ifs value
unreduced by any precedent or subse-
quent interest which is not subject to
the second power. Thus, if a donor has
a power to appoint $100,000 among a
group consisting of his children or grand-
children and during his lifetime exer-
cises the power by making an outright
appointment of $75,000 and by giving
one appointee a power to appoint $25.000,
no more than $25,000 will be considered
a gift under section 2514 (d). If, how-
ever, the donor appoints the income from
the entire fund to a beneficiary for life
with power in the beneficlary to appoint
the remainder, the entire $100,000 will
be considered a gift under section 2514
(d), if the exercise of the second power
can validly postpone the vesting of any
estate or interest in the property or can
suspend the absolute ownership or power
of alienation of the property for a period
ascertainable without regard to the date
of the creation of the first power,

(e) Eramples. The application of
this section may be further illustrated
by the following examples-in each of
which it is assumed, unless otherwise
stated, that S has transferred property in
trust after October 21, 1842, with the

remainder payable to R at L’s death, and
that neither L nor R has any interest in
or power over the enjoyment of the trust
property except as is indicated separately
in each example:

Erxample (1). The Income Is payable to L
for life. L has the power to csuse the Income
to be paid to R. The excrolse of the right
constitutes the making of a tranafer of prop-
erty under section 2511. L's power doss not
constitute & power of appointment since it
is only a power to dispose of his Income iu-
terest, & right otherwise posacssed by him

Ezample (2), The income la 1o be sccumu-
lated during L's life, L has the power 0
have the Income distributed to himsell. If
L's power Is limited by an secertalnablo
standard (relating to health, ete.) as dofined
in parpgraph (o) (2) of $ 2525141, the lanse
of such power will not constitute a transio:
of property for gift tax purposes, 1f L'
power is not so limited, its lapse or release
during L's Hfetime may constitute a trunsfer
of property for gift tax purposes. Soe espe-
cially paragraph (c) (4) of § 2525143,

Ezampie (3). The income is to be pald to
L for life. L has a power, exercisable at any
time. to cause the corpus to be distribute
himself. L has a general power of appoint-
ment over the remainder interest, the
lease of which conntitutes a transfer for
tax purposes of the remainder fnterest. If
this oxample L had a power to cause {
corpus to be distributed only to X, L wot
have & power of appointmont which s 1
» general power of appointment, the exe
or relense of which would not constity
transfer of property for purposes of the | e

tax.

Example (4). The income Is payable to L
for Jife. R lus the right to cause the corpus
to be distributed to L at any time. R's power
is not a power of appointment, but merely a
right to dispose of his remainder interest,
right already possessed by him, In su
case, #h€ exorclse of the right constitute
making of n transfer of property under
tion 2511 of the value, if any, of his remainder
Interest. See paragraph fe) of §25261! 1.

Example (5). The Income is to be pald W
L. R has the right to appoint the corpus
to himself at any time, RS general power
of appointment over the corpus includes o
goneral power to dispose of L's income in-
terest therein, The lapse

or relense of R
general power over the income Interest dur-
ing his life may conatitute the making of »
transfor of property. See espgeinlly pars
graph (o) (4) of $ 25,.2514-3.

§ 25.2515 Statutory provisions; {enan=
cles by the entirety.

Sro. 2513. Tenancles by the entirety—(n)
Creation. The creation of a tenancy by the
entirety in real property, either by one spoune
alone or by both spouses, and additions 0
the value thereof in the form of {mprove-
ments, reductions in the tndebtedness
thoreon, or otherwise, shail not be drr-n't"'»l
transfers of property for purposcs of this
chapter, regardless of the proportion of the
consideration furnished by each spouse, ©r
less tho donor elects to have such creation
of a ténancy by the entirety treated as &
transfer, as provided in subsection (e).

(b) Termination. In the case of the ter
mination of a tenancy by the entirety. other
than by reason of the death of i spoure, the
creation of which, or additions to which,

ter-

of subsection (a), & spouse shall be dcru';‘rd
to have made a gift to the extent that .‘.m
proportion of the total consideration
nished by such spouse multiplied by the
coeds of such termination (whether in £
of cash, property, Or interests Lo properes’
exceeds the value of such proceeds of ter
mination recelved by such spouse. 5
(¢) Exercise of election. 'The election F-;»)'
vided by subsection (a) ehall be exercised DY
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Inciuding such creation of a tenancy by the
entirety or additions made to the walue
thereof as o tranafer 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 yoar
in which such tenancy by the entirety was
crented or additions made to the value
thereof, filed within the time prescribed by
law, Irreapective of whether or not the gift
exceeds the exclusion provided by sectlon
250% (b)Y,

(d) Certain foint tenancies fncluded. For
purposes of this section, the term “tenancy
by the entirety™ includes a joint tenancy be-
tween  husband and wife with right of
survivorahip,

£ 25.2515-1. Tenancies by the entirety;
in general—(a) Nature of. An estate by
the entirety dn real property is essentially
& Joint tenancy between husband and
wife with the right of survivorship. As
used In this section and §§25.2515-2
through 25.2515-4, the term “tenancy by
the entirety” includes a Joint tenancy
between husband and wife in real prop-
erty with right of survivorship, or a
lenancy which accords to the spouses
rights equivalent thereto regardless of
the term by which such a tenancy is
described in local property law,

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-
tled a gift to the extent that the con-
siderntion furnished by either SPOuse ex-
teeded the value of the rights retained
by that spouse. The contribution made
by either or both spouses in the creation

of such n tenancy during the calendar

year 1955, or any calendar year there-
after, is not deemed a gift by efther
ipouse, regardless of the proportion of
the total consideration furnished by
tither spouse, unless the donor spouse
elects (see § 25.2515-2) under section
36515 (0) to treat such transaction as a
Eift In the calendar year in which the
!ransr;ction is effected. However, there
i a ¢ift upon the termination of such a
tenancy, other than by the death of a
Spouse, if the proceeds received by one
5pouse on termination of the tenancy are
lirger than the proceeds allocable to the
Consideration furnished by that spouse
to the tenancy. The creation of a ten-
Ancy by the entirety takes place if (1) a
husband or his wife purchases property
and causes the title thereto to be con-
Veyed to themselves as tenants by the
tatirety, (2) both Join in such a pur-
hase, or (3) either or both cause to be
Created such a tenancy in property al-
_frt’lad:-' owned by either or both of them.
& xe, rule preseribed herein with respect
u;lu’ creation of a tenaney by the en-
in (t ;t' 2bplies also to contributions made
of » ¢ making of additions to the value
roUch & tenancy (in the form of im-
Povements, reductions {n the indebted-
Df‘(‘)& 0:' otherwise), regardless of the
nishbon.on of the consideration fur-
o "d by each spouse, See § 25.2516-1

T transfers made pursuant to g prop-

ety eottle
divores ment agreement incident to
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the value thereof is the amount con-
tributed by him in connection therewith.
The contribution may be made by either
spouse or by a third party, It may be
Turnished In the form of money, other
property, or an interest in property. If
it is furnished in the form of other prop-
erty or an Interest in property, the
amount of the contribution is the fair
market value of the property or interest
at the time it was transferred to the ten-
ancy or was exchanged for the property
which became the subject of the tenancy.,
For example, {f a decedent devised real
property to the spouses as tepants by
the entirety and the fair market value of
the property was $30,000 at the time of
the decedent's death, the amount of the
decedent's contribution to the creation
of the tenancy was $30,000. As another
example, assume that in 1950 the hus-
band purchased real property for $25,000,
taking it in his own name as sole owner,
and that in 1956 when the property had
& fair market value of $40,000 he caused
it to be transferred to himself and his
wife a5 tenants by the entirety, Here,
the amount of the husband’s contribu-
tion to the creation of the renancy was
$40,000 (the fair market value of the
property at the time it was transferred to
the tenancy), Similarly, assume that in
1950 the husband purchased, as sole
owner, corporate shares for £25,000 and
in 1956, when the shares had a fair mar-
ket value of $35,000, he exchanged them
for real property which was transferred
to the hushand and his wife as tenants
by the entirety. The amount of the hus-
band’s contribution to the creation of the
tenancy was $35,000 (the fair market
value of the shares at the time he ex-
changed them for the real property
which became the subject of the
tenancy).

(1) Whether consideration derived
from third-party sources is deemed to
have been furnished by a third party or
to have been furnished by the spouses
will depend upon the terms under which
the transfer is made. If a decedent de-
vises real property to the Spouses as
tenants by the entirety, the decedent,
and not the spouses, is the person who
furnished the consideration for the
creation of the tenancy. Likewise, if a
decedent in his will directs his executor
to discharge an indebtedness of the
tenancy, the decedent, and not the
spouses, 1s the person who furnished the
consideration for the addition to the
value of the tenancy. However, if the
decedent bequeathed a general legacy
to the hushand and the wife and they
used the legacy to discharge an indebted-
ness of the tenancy, the spouses, and not
the decedent, are the persons who fur-
nished the consideration for the addition
to the value of the tenancy. The prin-
ciples set forth In this subdivision with
respect to transfers by decedents apply
equally well to inter vivos transfers by
third parties.

(i) Where a tenancy is terminated
In part (e, g., where a portion of the
property subject to the tenancy is sold
to a third party, or where the original
property is disposed of and in its place
there is substituted other property of
lesser value acquired through reinvest-
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ment under circumstances which satisfy
the requirements of parazraph (d) (2)
(P of this section), the proportionate
contribution of each person to the re-
maining tenancy is in general the same
as his proportionate contribution to the
original tenancy, and the character of
his contribution remains the same.
These proportions are applied to the cost
of the remaining or substituted property.
Thus, {f the total contribution to the
cost of the property was $20,000 and a
fourth of the property was sold, the
contribution to the remaining portion
of the tenancy is normally $15,000.
However, if {t is shown that at the time
of the contribution more or less than
pne-fourth thereof was attributable to
the portion sold, the contribution is di-
vided between the portion sold and the
portion retained In the proper propor-
tion. . If the portion sold was acquired
83 a separate tract, it is treated as a
separate tenancy. As another example
of the application of this subdivision,
assume that in 1950 X (a third party)
gave to H and W (H's wife), as tenants
by the entirefy, real property then hay-
Ing a value of $15,000. In 1955, H spent
$5,000 thercon in improvements and
under section 2515 (c) elected to treat
his contribution as a gift. In 1956, W
spent $10,000 in improving the property
but did not elect to treat her contribu-
tion as a gift. Between 1957 and 1860
the property appreciated in value by
$30,000. In 1960, the property was sold
for $60,000, and $45,000 of the proceeds
of the sale were, under circumstances
that satisfy the requirements of para-
graph (d) (2) (il) of this seetion, re-
invested in other real property. Sinee X
contributed one-half of the total con-
sideration for the original property and
the additions to its value, he is consid-
ered as having furnished $22.500 (one-
half of $45,000) toward the creation of
the remaining portion of the tenancy
and the making of additions to the value
thereof. Similarly, H s considered ns
having furnished $7,500 (one-sixth of
$45,000) which was treated as a gift in
the year furnished, and W is considered
as having furnished $15,000 (one-third
0f $45,000) which was not treated as a
gift in theé year furnished.

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

Exzample (1). In 1040, H purchased real
property for 815,000 which he caused to be
transferred to himself and W (his wife) ns
tenants by the entirety. In 1058 when the
falr market value of the property was $30,000,
W made 85,000 improvements to the property.
In 1087 the property was sold for $35,000.
The general appreciation of 815,000 which
occurred between the date of purchase and
the date of W’s improvements to the property
constitutes an ndditional eontribution by H,
having the same characteristics as his origl-
nal contribution of $15,000.

Example (2). In 19556 real property was
purchased by Hand W and canveyed to them,
as tenants by the entirety. The purchase
price of the property was 815,000 of which H
contributed $10,000 and W, 85,000, In 1860
when the falr market value of the property
15 821,000, W maokes (mprovements thefeto of
$5,000. 'The property then is sold for $26,000.
The appreciation in value of 86,000 results
in an additional contribution of $4,000
(10,000/15,000 x 86,000) by H, and an addi-
tional contribution by W of 82,000 (5,000/
15,000 X $6,000). Ha total contribution to
the tenancy is $14,000 ($10,000-+84,000) and
W's total contribution is $12,000 (85,0004
$2,0004 85,000) .

Erample (3). In 1656 real property wns
purchased by H and W and conveyed to them
as tenants by the entirety. The purchase
price of the property was $15,000, on which
& down payment of 83,000 was made. The
roemaining 812,000 was %o be paid In monthly
installments over a period of 15 yedrs. H
furnished $2.000 of the down payment and
W, $1,000. H pald all the monthly install-
ments. During the period 1056 to 1971 the
property gradually appreciates in value to
$24.000. Here, the apprecintion is 5o gradual
and the contributions so numercus that the
amount allocable to any particular contribu-
tion cannot be ascertainod with any reason-
able certainty. Accordingly, In such a case
the appreciation In value may be disregarded
in determining the amount of consideration
furnished in making the computations pro-
vided for in §§ 25.2515-3 and 26.2515-4,

(d) Gijt 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. BSee
§ 25.2515-3 for the method of determin-
ing the amount of any gift which may
result from the termination of the ten-
ancy In those cases in which no portion
of the consideration contributed was
treated as a gift by the spouses in the
year in which furnished. See § 25.2515-4
for the method of determining the
amount of any gift which may result
{from the termination of the tenancy in
those cases in which all or a portion of
the consideration contributed was
treated as constituting a gift by the
spouses in the year in which furnished.
See §25.2515-2 for the procedure to be
followed by a donor who elects under sec-
tion 2515 (¢) to treat the creation of a
tenancy by the entirety (or the making
of additions to its value) as a transfer
subject to the gift tax in the year in
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which the transfer Is made, and for the
method of determining the amount of
the gift.

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

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

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

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

(¢) After the sale, exchange, or other
disposition of the former property and
within & reasonable time after the date
of the contract referred to in subdivision
(b), such other real property actually is
acquired by the spouses and held by them
in an identical tenancy.

To the extent that all three of the con-
ditions set forth in this subdivision are
not met (whether by reason of the death
of one of the spouses or for any other
reason), the provisions of the preceding
sentence shall not apply, and the sale,
exchange or other disposition of the
property will constitute a termination of
the tenancy. As used in subdivision (¢)
the expression “a reasonable time"”
means the time which, under the particu-
lar facts in each case, is needed for those
matters whith are Incident to the ac-

quisition of the other property (1. e, per-
fecting of title, arranging for financing
construction, ete.). The fact that
ceeds of a sale are deposited in the name
of one tenant or of both tenants sepu-
rately or jointly as a convenience does
not constitute a division within the
meaning of subdivision (&) if the other
requirements of this subdivision are met.
The proceeds of a sale, exchange, or
other disposition of property held as
tenants by the entirety will be decmned
to have been used for the purchase o
other real property if applied to the
purchase or construction of Improve-
ments which themselves constitute real
property and which are additions to
other real property held by the spouses
in a tenancy identical to that In which
they held the property which was soid,
exchanged, or otherwise disposed of.
(3) Proceeds of termination. (1) Th
proceeds of termination may be receive
by & 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 terminat
of the tenancy by the entirety, of the
property or interest received. Thus, if 8
tenancy by the entirety is terminated o
that thereafter each spouse owns an ull-
divided half interest in the property as
tenant in common, the value of the pro-
ceeds of termination received by
spousé is one-half the value of the | -
erty at the time of the termination of Lhe
tenancy by the entirety. If under local
lJaw one spouse without the consent of
the other, can bring about a severance of
his or her interest in a tenancy by Lhe
entirety and does so by making a gift of
his or her interest to a third party, that
spouse is considered as having received
proceeds of termination in the amount of
the fair market value, at the time of the
termination, of his severable interest de-
termined in accordance with the ruies
prescribed in § 25.2512-5. He has in ad-
dition, made & gift to the third party of
the fair market value of the interest coni=
veyed to the third party, In such o case,
the other spouse also is consldered 63
having received as proceeds of ferming=
tion the falr market value, at the time 0
termination, of the interest which I
thereafter holds in the property as ten
in common with the third party. I
ever, since section 2515 (b) contempia
that the spouses may divide the proctees
of termination in some proportion othe!
than that represented by the values of
thelr respective legal interests in the
property, if both spouses join together in
making a gift to a third party of prop-
erty held by them as tenants by the €=
tirety, the value of the proceeds of '..;-A.--n.\.'-1
nation which will be treated as recelvee
by each is the amount which each repo s
(on his or her gift tax retwrn filed lof
the calendar year in which the terminge
tion ocours) as the value of his or her '-‘:l
to the third party. This amount is the
amount which each reports without Ie-
gard to whether the spouses elect unde?
section 2513 to treat the gifts as WAY
one-half by each, For example, 855U
that H and W (his wife) hold real prov
erty as tenants by the entirely; that 1o

—

{
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1056, when the property has a fair market
value of §60,000, they give it to their son;
and that on their gift tax returns for the
calendar year 1956, H reports himself as
having made a gift to the son of $36,000
and W reports herself as having made a
gift to the son of $24,000. Under these
circumstances, H is considered as having
received proceeds of termination valued
aL $36,000, and W is considered as having
recelved proceeds of termination valued
at $24.000.

(i) Except as provided otherwise in
subparagraph (2) D of this paragraph
(under which certain tenancies by the
entirety are considered not to be ter-
minated), where the proceeds of a sale,
exchange, or other disposition of the
property are not actually divided be-
tween the spouses but are held (whether
in a bank account or otherwise) in their
Joint names or in the name of one spouse
85 custodian or trustee for their joint
Interests, each spouse is presumed, in the
ubsence of a showing to the contrary,
to have recelved, as of the date of ter-
mination, proceeds of termination equal
In ynlue to the value of his or her en-

forceable property rights in respect of -

the proceeds,

£ 252515-2 Tenancies by the entirety;
fransfers treated as gifts; manner of
clection and valuation, (a) The election
lo treat the creation of a tenancy by the
entirety in real property, or additions
made to its value, as constituting a
Bift in the year in which effected, shall
be exercised by including the value of
Bich gifts in the gift tax return of the
donor for the ealendar year in which the
fenancy was created, or the additions in
value were made to the property. See
section 6018 and the regulations there-
under, The election may be exercised
only in a return filed within the time
breseribed by law, or before the expira-
ton of any extention of time granted
bursuant to law for the filing of the re-
turn.  See section 6075 for the time for
flling the gift tax return, and section
6081 for extensions of time for filing
the return, together with the regula-
Hons thereunder. In order to make the
tlection, a gift tax return must be filed
for the calendar year in which the ten-
incy was created, or additions in value
thereto made, even though the value of
the gift involved does not exceed the
mount of the exclusion provided by
Section 2503 (b).

(D) If the donor spouse erercises the
tlection as provided in paragraph (a) of
this section, the amount of the gift at
the creation of the tenancy is the amount
of his contribution to the tenancy less

¢ value of his retalned Interest in it,
determined as follows:

u('lL If under the law of the Jurisdic-
c“'ln‘r.ovmmng the rights of the spouses,
nb\“ Spouse, acting alone, can Lring
in ﬁ‘;l\t 8 severance of his or her interest
rete . broperty, the value of the donor's
*ined interest is one-half the value
of the property,

llo'n“,' 1{. under the law of the jurisdic-
e foverning the rights of the spouses
= Is entitled to share in the income

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

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

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

Example. A husband with his own funds
noquires real property valued at $10,000 and
has It conveyed to himself and his wife as
tenants by the entirety. Under the law of
the jurisdiction govorning the rights of the
parties, each spouse ls entitled to share in
the Income from the property but neither
spouss acting alone could bring about
severance of his or her interest. The hus-
band elects to treat the transfer as o gift In
the year In which effected. At the time of
tranafer, the ages of the husband and wife
are 45 and 40, respectively, on their birth-
days nearest to the date of transfer. The
vilus of the gift to the wife s $5,602.90,
computed as follows:

Value of property tranaferred._ $10, 000. 00

Less $10,000x 044971 (factor

Tor value of donor's retained

rights) - 4,497.10
Value of gift. e eeecaaa. B, 502.90

§ 25.2515-3 Termination of tenancy
by the entirety; cases in which entire
value of gift is determined under section
2515 (b), (a) In any case in which—

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

(2) The entire consideration for the
creation of the tenancy, and any addi-
tions in value thereto, was furnished
solely by the spouses (see paragraph (c)
(1) (i) of § 25.2515-1),

the termination of the tenancy (other
than by the death of a spouse) always
results in the making of a gift by a spouse
who receives a smaller share of the pro-
ceeds of the termination (whether re-
ceived In cash, property or interests in
property) than the share of the proceeds
attributable to the total consideration
furnished by him. See paragraph (¢) of
§ 25.2515-1 for a discussion of what con-
stitutes consideration and the value
thereof. Thus, a gift is effected at the
time of termination of the tenancy by
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the spouse receiving less than one-half
of the proceeds of termination if such
spouse (regardless of age) furnished
one-half or more of the total considera-
tion for the purchase and improvements,
if any, of the propérty held In the ten-
ancy, Also, if one spouse furnished the
entire consideration, a gift is made by
such spduse to the extent that the other
Spouse receives any portion of the pro-
ceeds of termination. See § 25.2515-4 for
determination of the amount of the gift,
if any, in cases in which the creation of
the tenancy was treated as a gift or a
portion of the consideration was fur-
nished by a third person. See paragraph
(d) (2) of §252515-1 as to the acts
which effect & termination of the ten-
ancy.

(b) In computing the value of the gift
under the circumstances described in
paragraph (a) of this section, it is neces-
sary to first determine the spouse's share
of the proceeds attributable to the con-
sideration furnished by him. This share
is computed by multiplying the total
value of the proceeds of the termination
by a fraction, the numerator of which s
the total consideration furnished by the
donor spouse and the denominator of
which is the total consideration fur-
nished by both spouses. From this
amount there is subtracted the value of
the proceeds of termination received by
the donor spouse. The amount remain-
Ing is the vallfe of the gift. In arriving
at the “total consideration furnished by
the donor spouse” and the “total con-
sideration furnished by both spouses",
for purposes of the computation provided
for in this paragraph, the consideration
furnished (see paragraph (¢) of
§25.2515-1) is not reduced by any
amounts which otherwise would have
been excludable under section 2503 (b)
in determining the amounts of taxable
gifts for the years in which the con-
sideration was furnished. As an ex-
ample assume that in 1955, real property
was purchased for $30,000, the hushand
and wife each contributing $12.000 and
the remaining $6,000 being obtained
through a mortgage on the property.
In each of the years 1956 and 1957, the
husband paid $3,000 on the principal of
the indebtedness, but did not disclose the
value of these transfers on his gift tax
returns for those years. The total con-
sideration furnished by the husband is
$18,000, the total consideration fur-
nished by the wife is $12,000, and the
total consideration furnished by both
spouses is $30,000.

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

Example (1), In 1956 the husband fur-
nished $30,000 and his wife furnished £10,000
of the consideration for the purchase and
subsequent improvement of real property
held by them as tenants by the entirety, The
husband did not elect to treat the considera-
tion furnished as a gift. The property later
is sold for 860,000, the husband recelving
835,000 and his wife recelving $25,000 of the
proceeds of the termination, The termina-
tion of the tenancy results in a gift of $10,000
by the husband to his wife, computed as
follows:
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$30,000 (consideration furnished by husband)
= - % $60,000 (proceeds of termination) =§45,000

$40,000 (total consideration “furnished by both
spouses)
$45.000— $35,000 (proceeds received by husband) =8§10,000 gift by hushand to wife,

Example (2). In 1850 the husband purchased shares of X Company for $10,000, In 1055
when those shares had a falr market value of $30,000, he and his wife purchased real prop-
erty from A and had it conveyed to them as tenants by the entirety, In payment for the
renl property, the husband transferred his shares of X Company to A and the wife pald A the
sum of $10,000. They later sold the real property for $60.000, divided $24,000 (each taking
$12,000) and reinvested the remaining $36,000 1n other real property under circumstances
that satisfied the conditions set forth in paragraph (d) (2) (1) of § 25.2515-1. The tenancy
wis terminated only with respect to the $24.000 divided between them. This termination
of the tenanocy resulted in an gift of 86,000 by the husband to the wife, computed as follows:

$30,000 (consideration furnished by husband)

$40.000 (total considerntion furnished by both
spouses)

$18,000— 812,000 (proceeds recelved by husband) = $6,000 gift by husband to wife.

Since the tenancy was terminated only in part, with respect to the remaining portion of
the tenancy each spouse is considered as having furnished that proportion of the totsl
consideration for the remaining portion of the tenancy as the conslderation furnished by
him before the sale bears to the total consideration furnished by both spouses before the

% $24,000 (proceeds of terminntion) =§18,000

gale. See paragraph (o) of § 252516-1.

The consideration furnished by the husband for

the reduced tenancy s §27,000, computed as follows:

$30,000 (consideration furnished by
husband before sale)

~~~~~~ % 36,000 (consideration for reduced tenancy) =$27,000

by both spouses before sale)

The consideration furnished by the wife Is 9,000, computed in a similar manner.

§ 25.2515-4 Termination of tenancy
by entirety; cases in which none, or a
portion only, of value of gift is deter-
mined under section 2515 (b)—(a) In
general. The rules provided in section
2515 (b) (see § 25.2515-8) are not applied
in determining whether a gift has been
made at the termination of a tenancy to
the extent that the consideration fur-
nished for the creation of the tenancy
was treated as a gift or if the considera-
tion for the creation of the tenancy was
furnished by a third party. Considera-
tion furnished for the creation of the
tenancy was treated as o gift if it was
furnished either (1) during calendar
years prior to 1055, or (2) during the
calendar year 1955 and subsequent years
and the donor spouse exercised the elec-
tion to treat the furnishing of considera-
tion as a gift. See paragraph (b) of this
gection for the manner of computing
the value of gifts resulting from
the termination of the tenancy under
these circumstances. See paragraph (¢)
of this section for the rules to be applied
where part of the total consideration for
the creation of the tenancy and additions
to the value thereof was not treated as a
gift and part either was treated as a gift
or was furnished by a third party.

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

equal to the difference between the value,
at the time of termination, of the prop-
erty interest surrendered by such spouse
and the amount received in exchange.
Thus, if the husband's interest in such a
tenancy at the time of termination is
worth $44.971 and the wife's Interest
therein at the time is worth $55,029, the
property is sold for $100,000, and each
spouse receives $50,000 out of the pro-
ceeds of the sale, the wife has made a gift
to the husband of $5,029, The principles
applied in paragraph (¢) of §252515-2
for the method of determining the value
of the respective interests of the spouses
at the time of the creation of a tenancy
by the entirety are equally applicable in
determining the value of each spouse’s
interest in the tenancy at termination,
except that the actuarial factors to be
applied are those for the respective
spouses at the ages attained at the date
of termination.,

(¢) Valuation of gift where both types
of consideration are involved. If the
consideration furnished consists in part
of the type described In paragraph (a)
of §25.2515-3 (consideration furnished
by the spouses after 1654, and not
treated as a gift in the year furnished)
and in part of the type described In
paragraph (a) of this section (considera-
tion furnished by the spouses and treated
a5 8 gift or furnished by & third party),
the amount of the gift is determined as
follows:

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

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

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

the total of the amounts which under the
principles referred to in subparagraphs
(1) and (2) of this paragraph are to be
compared with the proceeds of termina-
tion received by & spouse in determining
whether a gift was made by that spouse.

For example assume that consideratio
of $30,000 was furnished by the hushon
in 1954. Assume also that on Februa:
1, 1055, the husband contributed $12.00¢
and the wife $8,000, the husband's con
tribution not being treated as & gift e
paragraph (b) of §25.2515-1). Assu
further that between 1957 and 1965
property appreciated in value by $4¢
and was sold in 1965 for $£90.000 (of
which the husband received $40,000 and
the wife $50.0000. The prineiples set
forth in paragraph (b) of § 25.2515-3 ure
applied to $36,000 (20,000,/50000 =
£90,000) in arriving at the amount which
is compared with the proceeds of termi-
nation received by a spouse. App
the principles set forth in parnzraph
(b) of §25.2515-3, this amount in (he
case of the husband is $31,600 (12000
20,000 x $36,000). Similarly, the prin-
ciples set forth in paragraph (b of ¢
soction are applied to $54,000 (§90,000—
36,0000, the remalning portion of the
proceeds of termination, in arrivin
the amount which is compared with (he
proceeds of termination received by a
spouse. If in this case either spouse,
without the consent of the other spouse,
can bring about & severance of hi
terest in the tenancy, the amount doeter-
mined under paragraph (b) of this sec-
tion in the case of the husband would be
$27.000 (1% of $564,000). The total of the
two amounts which are to be compa
with the proceeds of termination
ceived by the husband is $48
($21,600-4-27.000). ‘This sum of $43,00
is then compared with the $40,000 pro-
ceeds received by the husband, and thf
termination of the tenancy has resulted,
for gift tax purposes, in a transicr of
$8,800 by the husband to his wiic in
1065.  See paragraph (d) of this section
for an additional example illustraling
the application of this paragraph.

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

Erample. X dind In 1948 and devised
property to ¥ and Z (Y's wife) as tenant
the entirety. Under the law of the Ju
tion, both spouses are entitled o
equally in the income from, or the enjoy
of, the property, but neither spouse,
slone, may defeat tho right of the su
of them to the whole of the property.
falr market value of the property st the Hme
of X's death was $100,000 and this amonnt ©
the consideration which X furnished toward
the creation of the tenanecy. In 1999, &%
which time the falr market value of the proP-
erty way the same as at the time of X's death
fmprovements of $50,000 were made to
property, of which ¥ furnished §40,000
of his own funds and Z furnished §10,000 ¢ ut
of her own funds. Y did not elect 10 '“'.'(
his transfer to the tenancy as resultiog (o
the moking of a gift In 1955. In 1056 the
property was sold for $300,000 and ¥ and @
each recelved $150,000 of the prooeeds. At
the time the property was sold ¥ and Z "’;."-lt
45 and 40 years of age, respectively, on H9EC
birthdays nearest the dato of sale. Th,," rir
of the gift made by ¥ to Z 1= $10,042, coU
puted as follows:

=
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Amount determined under principles set forth in § 25.2515-3:
§50,000 (consideration not treated as gift in year

furnishod)

$150,000 (total conalderation furnished)

X $300,000 (proceeds of termination)

=$100,000 (Proceeds of termination to which prineiples set forth In § 25.2515-3 apply)

£40,000 (consideration furnished by K {tnd Vno; treated s gifrt)
k $50,000 (total consideration nov treated as gire)

X $100,000 = $80,000

Amount determined under principles set forth in paragraph (b) of this section;

$300,000 (total proceeds of termination) —$100,000 (proceeds to which principles set forth {n’

| 252515-3 apply) =9200,000 (proceeds to which prineciples set forth in paragraph (b)

nppiy)

044971 (factor for Y's Interest) X $200,000 — 880,942

Amount of gift:

Tatal

Less: Progeeds recotved DY Yoo cooeoicaoo oo o

................................... 169, 942

150; 000

10, 942

1252516 Stlaetutory provisions; cer-
tain property setticments.

Szc. 2616, Certain. property settlements.
Whers husband and wife enter Into a written
“ment relative to thelr marital and
orty rights and divorce ocours within
s thereafter (whether or not such agree-
ment is approved by the divorce decree), any
transfers of property or Interests in property
mades pursuant to such agreement—

(1) To either spouse in settlement of his
OF her marital or property rights, or

(2) To provide n reasonable allowance for
the support of Issue of the marriage during
minority, -
shall be deemed to be transfers made for a
fuli and ndequate consideration in money or
oney's worth,

1252516-1 Certain property settle-
ments.  (a) Section 2516 provides that
transfers of ‘property or interests in
Property made under the terms of a
Writien agreement between spouses In
felliement of their marital or property
richis are deemed to be for an adequate
and full consideration fin money or
money’s worth and, therefore, exempt
from the gift tax (whether or not such
Rgreement is approved by a divorce de-
Cree) , if the spouses obtain a final decree
of divorce from each other within two
vears after entering into the agreement.

‘0) See paragraph (b) of § 25.6019-3
for the eircumstances under which in-
formation relating to property settie-
ments must he disclosed on the trans-
feror's gift tax return for the calendar
Year in which the agreement becomes
eflective,

f25.2516-2 Transfers in settlement of
Hfl‘i)(:rt obligations, Transfers to pro-
Vide a 'easonable allowance for the sup-
POrt  of children (including legally
Sdopted children) of a marriage during
;’“"f'rlty are not subject to the gift tax
! made pursuant to an agreement which
Satisfies the requirements of section 2516.

DEDUCTIONS
u;?tatulory provisions; spe-
n,

a
pr
2

$252521
Cifle exempt

pu?,’: 2521, Specifio exemption. In com-
there ., Xable gifts for the calendar year,
0 shall be allowed a deduction in the
0&; ® citizen or resident an exemption of
Y0 less the aggrogate of the amounts

clalmed and allowed as specific exemption in
the computation of gift taxes for the calendar
year 1032 and all calondar years intervening
between that calendar year and the calendar
year for which the tax Is being computed
under the laws applicable to such yours.

§25.2521-1 Specific exemption. (a)
In determining the amount of taxable
gifts for the calendar year there may be
deducted, if the donor was a resident or
citizen of the United States at the time
the gifts were made, a specific exemption
of 830,000, less the sum of the amounts
claimed and allowed as an exemption {n
prior calendar years. The exemptlon, at
the option of the donor, may be taken
in the full amount of $30,000 in a single
calendar year, or be spread over a period
of years 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 United
States and another country, a donor who
was a nonresident not a citizen of the
United States at the time the gift or
gifts were made is not entitled to this
exemption.

(b) No part of a donor’s lifetime spe-
cific exemption of $30.000 may be
deducted from the value of a gift attrib-
utable to his spouse where & husband and
wife consent, under the provisions of sec-
tion 2513, to haye the gifts made during
a calendar year considered as made one-
half by each of them. “The gift-split-
Ung” provisions of section 2513 do not
authorize the filing of & joint gift tax
return nor permit a donor to clalm any
of his spouse’s specific exemption. For
example, If a husband has no specific
exemption remaining available, but his
wife does, and the husband makes a
#ift to which his wife consents under
the provisions of section 2513, the spe-
cific exemption remaining avallable 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 ex-
emption since he has none available.

(¢) The amount by which the specific
exemption claimed and allowed- in gift
tax returns for prior calendar years ex-
ceeds $30,000 is includible in determin-
ing the aggregate sum of the taxable
gifts for p calendar years, See
paragraph (b) of § 25.2504-1,

~
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§25.2522 (a) Statutory provisions:
charitable and similar gifts; citizens or
residents,

Sec. 2522. Charitadle and similar pifts—
(0) Citizens or residents, In computing tax-
eable gifts for the calendar year, thero shall
be nllowed as a deduction in thé case of &
clitizen or resldent the amount of all gifts
made during such year to or for the use of—

(1) The Unlted States, any State, Terri-
tory, or any political subdivision thereof, or
the District of Columbis, for exclusively pub-
lic purposes;

(2) A corporation, or trust, or community
chest, fund. or foundation, organized and
operated exclusively for rellgious, charitable,
sclentifio, lterary, or educationul purposes,
including the encouragement of art and the
prevention of cruelty to children or animals,
no part of the net earnings of which Inures
10 the benefit of any private sharcholder or
individual, and no subatantisl part of the
dctivities of which Is carrying on propaganda,
or otherwise attempting, to influence leginla~
tion:

(3) A fraternal soclety, order, or associn-
ton, operating under the lodge system, but
only if such gifta are to be used exclusivoly
for religlous, charftuble, sclentific, lterary, or
educational purposes, including the encour-
agement of art and the prevention of cruelty
to children or animals;

(4) Posts or organizations of war veterans,
or auxiliary units or socletics of any such
poste or organizations, if such Pposts, or-
ganizations, units, or socleties are organized
in the United States or any of Its possessions,
and if no part of thelr net earuings inures
to the benefit of any private shareholder or
Ihdividual,

§ 25.2522 (a) -1 Charitable and similar
gifts; citizens or residents. (a) In deter-
mining the amount of taxable gifts for
the calendar year 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 taxable
year (see section 2503 and the regula~-
tions thereunder) and made to or for the
use of :

(1) The United States, any State,
Territory, or any political subdivision
thereof, or the District of Columbia, for °
exclusively public purposes.

(2) Any corporation, trust, commu-
nity chest, fund or foundation organized
and operated exclusively for religious,
charitable, scientific, literary, or educa-
tional purposes, including the encourage-
ment of art and the prevention of cruelty
to children or animals, if no part of the
net earnings of the organization inures
to the benefit of any private shareholder
or individual, and no substantial part of
its activities is carrying on propaganda,
or otherwise attempting, to influence
legislation,

(3) A fraternal society, order, or as-
sociation, operating under the lodge sys-
tem, provided the gifts are to be used by
the soclety, order or association exclu-
sively for one or more of the purposes set,
forth In subparagraph (2) of this
paragraph,

(4) Any post or organization of war
veterans or auxiliary unit or soclety
thereof, if organized in the United States
or any of its possessions, and if no part of
its net earnings inures to the benefit of
any private shareholder or individual.

The deduction is not limited to gifts for
use within the United States, or to gifts
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to or for the use of domestic corpora-
tions, trusts, community chests, funds or
foundations, or fraternal societies, orders
or associations operating under the lodge
svstem. For the deductions for charita-
ble and similar gifts made by a non-
resident who was not a citizen of the
United States at the time the gifts were
muade, see §25.2522 (b)-1.

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

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

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

(3) Its net earnings must not Inure
in whole or in part to the benefit of pri-
vate shareholders or indlviduals other
than as legitimate objects of the exempt
purposes.

For further limitations see § 25.2522 (¢) -
1, relating to gifts to trusts and organiza-
tions which have engaged in a prohibited
transaction described in section 681 (b)
(2) or section 503 (¢).

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

£ 25.2522-(a)-2 Transfers not exclu-
stvely for charitadble, etc., purposes—ia)
Remainders and similar interests. If a
trust is created or property is transferred
for both a charitable and a private pur-
pose, deduction may be taken of the value
of the charitable beneficial Interest only
insofar as that interest is presently as-
certainable, and hence severable from the
noncharitable interést, The present
value of a remainder or other deferred
payment to be made for a charitable pur-
pose is to be determined in accordance
with the rules stated in §25.2612-5.
Thus, if money or property is placed in
trust to pay the income to an individual
during his life, or for a term of years, and
then to pay the principal to a charitable
organization, the present value of the re-
mainder is deductible. To determine the
present value of such remainder use the
appropriate factor from column 4 of
Table I or IT of § 25.2512-5, whichever s
applicable. If the interest involved is
such that its value Is to be determined by
a special computation (see paragraph
(e) of §25.2512-5), a request for a spe-
cific factor accompanied by a statement
of the date of birth of each person, the
duration of whose life may affect the
value of the remainder, and by copies of
the relevant instruments may be submit-
ted by the donor to the Commissioner,
who may, if conditions permit, supply the
factor requested. If the Commissioner
does not furnish the factor, the claim for
deduction must be supported by a full
statement of the computation of the
present value made in accordance with
the principles set forth in the applicable
paragraph of §25.2512-5.

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

RULES AND REGULATIONS

a transfer for charitable purposes is de-

pendent upon the performance of some:

act or the happening of a precedent event
in order that it might become effective,
no deduction is allowable unless the
possibility that the charitable transfer
will not become effective is so remote as
to be negligible, If an estate or interest
passes to or is vested ir charity on the
date of the gift and the estate or interest
would be defeated by the performance of
some act or the happening of some event,
the occurrence of which appeared to have
been highly improbable on the date of
the gift, the deduction is allowable. If
the donee or trustee is empowered to di-
vert the property or fund, in whole or in
part, to & use or purpose which would
have rendered it, to the extent that it is
subject to such power, not deductible had
it been directly 50 given by the donor, the
deduction will be limited to that portion
of the property or fund which is exempt
from the exercise of the power. The de-
duction is not allowed In the case of a
transfer in trust conveying to charity a
present interest in income if by reason of
all the conditions and circumstances sur-
rounding the transfer it appears that the
charity may not receive the beneficlal
enjoyment of the interest, For example,
assume that assets placed in trust by
the donor consist of stock in a corpora-
tion, the fiscal policies of which are con-
trolled by the donor and his family, that
the trustees and remaindermen are like-
wise members of the donor’s family, and
that the governing instrument contains
no adequate guarantee of the requisite
income to the charitable organization.
Under such circumstances, no deduction
will be allowed. Similarly, if the
trustees are not members of the donor's
family but have no power to sell or other-
wise dispose of closely held stock, or
otherwise insure the requisite enjoyment
of income to the charitable organization,
no deduction will be allowed.

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

Srpo, 20622. Charitable and similar gifts.
L

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

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

(2) A domestic carporation organized and
operated exclusively for religious, charitable,
soientifie, 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 lnures
to the benefit of any private sharcholder or
individual, and no substantinl part of the
nctivities of which is carrying on propaganda,
or otherwise attempting, to influence
legislation;

(8) A trust, or community chest, fund, or
foundation, organived and operated exclu-
alvely for religious, charitable, sclentific, 1it-
erary, or educational purposes, including the
encouragement of art and the prevention of
cruelty to children or animals, no substan-
tial part of the activities of which Is carrying
on propagands, or otherwise attempting, to
influence legisiation: but only if such gifts
are to be used within the United States ex-
clusively for such purposes;

(4) A fraternal soclety, order, or ssscclsa.
tion, operating under the lodge system, but
only if such gifts are to be used within the
United States exclusively for religlous, chur-
itable, sclentific, literary, or educational pur-
poses, Including the encouragement of art
and the prevention of cruelty to children or
animals;

(5) Posts or organizations of war veternns
or auxiliary units or socletles of any .uch
posts or organizations, if such posts, orgain-
fzations, units, or socletiea are organized in
the United Statea or any of its possesiion
and if no part of thelr net earnings inu

" to the benefit of auy private sbarcholder or

individual.

§ 25.2522 (b)-1 Charitable and simi-
lar gifts; nonresidents not citizens.
The deduction for charitable and similar
gifts, in the case of a nonresident who
was not a citizen of the United States ot
the time he made the gifts, is governed
by the same rules as those applyinc to
gifts by citizens or residents, subject,
however, to the following exceptions:

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

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

£ 252522 (¢) Statwlory provisions;
charitable and similar gifts; adizallou
ance of deductions in certain cases.

Skc, 2522, Charitable and similar gi/ia
- » - L -

(¢) Disallowance of deductions {n cortain
cases. For disallowance of certain chorltabie,
pte, deductions otherwise allownable under
this section, see sections 504 and 681,

§ 25,2522 (¢)-1 Disallowance of chari-
table, ete., deductions because of pro-
hibited transactions. (a) Sections 503
(e) and 681 (b) (5) provide that no de-
duction which would otherwise be allow-
able under section 2522 for a gift for
religlous, charitable, scientific, literars
or educational purposes, including the
engouragement of art and the prevention
of cruelty to children or animals, is al-
lowed if—

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

(2) The gift is made to any corpora-
tion, community chest, fund or founca
tion which, for its taxable year in which
the gift is:made is not exempt from 1~
come tax under section 501 (a) by reason
of having engaged in a prohibited trans-
action described in section 503 (c/).

(b) For purposes of section 503 (€}
and sectlon 681 (b) (5) the term "&'H:
includes any gift, contribution, or Wrans
fer without adequate consideration.

(@)
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(¢} Regulations relating to the income
tax contain the rules for the determina-
tion of the taxable year of the trust for
which the deduction under section 642
(¢) Is limited by section 681 (b), and for'
the determination of the taxable year of
the organization for which an exemption
ls denled under section 503 (a). Gen-
erally, such taxable year is a taxable
year subsequent to the taxable year dur-
ing which the trust or organization has
been notified by the Internal Revenue
Service that It has engaged in a pro-
hibited transaction. However, if the
trust or organization during or prior to
the taxable year entered into the pro-
hiblted transaction for the purpose of
diverting its corpus or income from the
charitable or other purposes by reason of
which it is entitled to & deduction or
exemption, and the transaction involves
& substantial part of such income or
corpus, then the deduction of the trust
under section 642 (¢) for such taxable
yeor Is limited by section 681 (b), or the
exemption of the organization for such
taxable year is denled under section 503
(1), whether or not the organization has
previously received notification by ‘the
Internal Revenue Service that it has en-
gaged in & prohibited transaction. In
certain cases, the lmitation of section
503 or 681 may be removed or the exemp-
tion may be reinstated for certain subse-
quent taxable years under the rules set
forth in the income tax regulations under
sections 503 and 681.

(d) In cases in which prior notification
by the Internal Revenue Service is not
required in order to limit the deduction
of the trust under section 681 (b), or to
deny exemption of the organization
under section 503, the deduction other-
wise allowable under § 25.2522 (a)-1 is
not disallowed with respect to gifts made
during the same taxable year of the trust
or organization in which a prohibited
transaction occurred, or in a prior tax-
able year, unless the donor or 2 member
of his family was a party to the pro-
hibited transaction. For purposes of the
breceding sentence, the members of the
donor's family Include only his brothers
and sisters (whether by whole or half
blood), ‘spouse, ancestors, and lineal
descendants,

§ 25.2522 (d) Statutory provisions;
charitable and similar pifts; other cross
references,

Src, 2522, Charitable and similar gifts. * * *

ld) Other cross references. (1) For ex-
Smption of gifts to or for benefit of Library
of Congress, mee section, 5 of the Act of
M.‘_:-:k: 3, 1925, as amended (56 Stat. 765; 2
U.8 o 161) .,

(2) For construction of gifts for benefit
¢t Library of Post Office Department ais gifts
o or for the use of the Unlted States, see
section 2 of the Act of August 8, 1846 (60
Stat, 924; 5 U. 8, C. 303),

{9) For exemption of gifts for benefit of
Der . of Naval Records and Library, Navy
Moortment, gee section 2 of the Act of

el 4, 1937 (50 Stat. 25; 5 U. 8. C. 419b).
n[' : ) For exemption of gifts to or for bene-
tneul Nutional Park Service, see section 6 of
- Act of July 10, 1935 (40 Stat. 478; 16

«8°C. 10¢)

(8) Por conatruction of gifts accepted by
!J;:ﬂSecreury of State under the Forelgn
TiVice Act of 1946 as gifts to or for the use
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of the United States, see soction 1021 (e)
oI that Act (60 Stat. 1032; 22 U. 8. C. 809).

(6) For construction of gifts or boquosts
of money nccepted by the Attorney Genersi
for credit to “Commissary Funds, Federal
Prisons" s gifts or bequests to or for the
use of the Unlted States, see section 2 of the
Act of May 15, 1952, 66 Stat. 73, as amended
by the Act of July 0, 1053, 66 Stat. 479 (31
U.8.C, T25s-4).

(7) For payment of tax on gifts of United
States obligations to the United States, see
section 24 of the Second Liberty Bond Act,
s amended (59 Stat. 48, §4; 31 U. 8, C.
957e).

(8) For construction of gifts for benefit
of or use in connection with Naval Academy
as gifts to or for the use of the United
States, sce section 3 of the Act of March 31,
1044 (68 Stat. 135; 84 U, 8, C. 1115b),

(8) For exemption of gifts for benefit of
Naval Academy Museum, see section 4 of the
Act of Marech 20, 1938 (52 Stat, 119; 34
U. 8, C, 1110).

(10) For exemption of gifts received by
National Archives Trust Fund Board, see
section 7 of the National Archives Trust
Fund Board Act (65 Stat. 582; 44 U. 8. C.
300gg).

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

Src. 2523, Gift to spouse—(a) In general.
Where a donor who 15 o citizen or resident
transfers during the calendar year by gift
an interest in property to a donee who at
the time of the gift is the donor's spouse,
there shall be allowed as o deduction {n com«
puting taxable gifts for the calendar year
an amount with respect to such interest
equal to one-half of iis value,

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

(b) “Deductible interests” and “non-
deductible interests.” The property in-
interests transferred by a donor to his
spouse fall within two general catego-
ries: (1) Those with respect to which
the marital deduction is authorized, and
(2) those with respect to which the de-
duction is not authorized. These cate-
gories are referred to in this section and
§§ 252523 (b)-1 through 25.2523 (f)-1
as “deductible interests” and “nonde-
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ductible interests.” respectively (see sub-
division (i) of this subparagraph).
Subject to the limitations set forth in
§§25.2523 (-1 (relating to gifts of
community property) and 25.2524-1 (re-
lating to cases in which the total value of
the gifts made to the donee spouse in any
one year is less than §6,000), the mari-
tal deduction is equal to one-half of
the aggregate value of the “deductible
interests.” A property interest trans-
ferred by & donor to his spouse Is a “de-
ductible Interest” if {t does not fall
within one of the two following classes of
“nondeductible interests™:

(1) A property interest transferred by
a donor to his spouse which Is a “termi-
nable interest,” as defined in § 252523
(b)~1, is a “nondeductible interest” to
the extent specified In that section.

(ii) Any property interest transferred
by a donor to his spouse is a “nondeducti-
ble interest” to the extent that it is not
included in the total amount of gifts
made during the calendar year. See
§§ 25.2515-1 (relating to tenancies by the
entirety) and 25,2516-1 (relating to
property settlements, followed by di-
vorce) for some, but not necessarily all,
of the situations in which property Is
transferred by & donor to his spouse and
not included in the total amount of gifts
made during the calendar year. If the
total gifts made by a donor to his spouse
during a calendar year have a value of
$6,000 or more the amount of the mari-
tal deduction is determined without re-
gard to the amount of the exclusion, if
any, allowable. For example, assume
that in 1955 a donor made & cash gift of
$10,000 to his wife. No other gifts were
made by the donor in 1955. The amount
of the marital deduction is one-half of
$10,000, or $5,000; the amount of the ex-
clusion is $3,000; and the total amount
of included gifts is $2,000. See § 25.2524-1
with respect to the amount of the mari-
tal deduction allowable where the total
gifts made in a calendar year by a donor
to his spouse have a value of less than
$6.000.

(¢) Valuation. If the income from
property is made payable to the dohor or
another individual for life, or for a term
of years, with remainder abgolutely to
the donor's spouse or to her estate, the
marital deduction is equal to one-half
the present value of the remainder. The
present value of the remainder (that is,
its value as of the date of gift) is to be
determined In accordance with the rules
stated In § 25.2512-5. For example, if
the donor's spouse is to receive $50,000
upon the death of a person 31 years of
age, the present value of the remainder
15$14.466. See the example in paragraph
(d) of §25.2512-5. If the remainder is
such that its value is to be determined
by & special computation (see § 25,2512~
5), a request for a specific factor, accom-
panied by a statement of the dates of
birth of each person, the duration of
whose life may affect the value of the
remainder, and by copies of the relevant
instruments may be submitted by the
donor to the Commissioner who, if con-
ditions permit, may supply the factor
requested. If the Commissioner does
not furnish the factor, the claim for de-
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duction must be supported by a full
statement of the computation of the
present value, made in accordance with
the principles set forth in § 25.2512-5.

$ 252523 (b) Statutory provisions;
gift to spouse; lije estate or other ter-
minable interest. -

S, 2523, Gift to spouse. * * *

(b) Life estute or other terminabdble in-
terest., Where, on the lapse of time, on the
occurrence of an ovent or contingency, or
on the faflure of an event or contingency to
ocour, such interest transferred to the spouse
will terminate or fail, no deduction shall be
nllowed with respect to such interest—

(1) If the donor retalns in himself, or
transfers or has transferred (for less than an
adequate and Tull consideration in money or
money's wortk) to any person other than
such donee spouse (or the estate of such
spouse), an Interest Ic such property, and
if by reason of such retention or transfer the
danor (or his helrs or asslgns) or such person
(or his helrs or assigns) may possess or enjoy
any part of such property after such termina-
tion or fallure of the interest transferred
to the donece spouse; or

(2) It the donor immedlately after the
transfer to the donee spouse has s power to
appaint an interest in such property which
Ne can exercise (elther alone or in conjunc-
tion with any person) in such manuner that
the appointee may possess or enjoy any part
of such property after such termination or
fallure of the Interest transferred to the
donee spouse, For purposes of this para-
graph, the donor shall be considered as hav-
ing immedistely after the transfor to the
donee spouse such power to appoint even
though asuch power ¢annot be exercised until
after the lapse of time, upon the occurrence
of an event or contingency, or on the fallure
of an event or contengeuncy to occur,

An exerclse or release at any time by the
donor, either alone or In conjunction with
any person, of a power to appoint an interest
in property., even though not otherwise a
transfer, shall, for purposes of paragraph (1),
be considered as o transfer by him. Except as
provided In subsection (e), where at the
time of the trensfor it is Imposaible to as-
cortaln the particular person or pergons who
may receive from the donor an interest In
property »o transferred by him, such interest
shall, for purposes of paragraph (1), be con-
sidered as transferred to a person other than
tho donee spouse.

§25.2523 (h)-1 Lije estate or other
terminable interest—(a) In general, (1)
The provisions of section 2523 (b) gen-
erally prevent the allowance of the mari-
tal deduction with respect to certain
property interests (referred to generally
as "terminable interests,” defined in sub-
paragraph (3) of this paragraph), trans-
ferred to the donee spouse under the
circumstances described in subparagraph
(2) of this paragraph, unless the transfer
comes within one of the exceptions set
forth in § 25,2523 (d) -1, relating to cer-
tain joint interests, or §25.2523 (e)-1,

relating to certain life estates with

powers of appointment,

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

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

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

RULES AND REGULATIONS

(i) Retained a power to appoint an
interest in the same property (sce para-
graph (d) of this section).

Notwithstanding the preceding sen-
tence, the marital deduction s disallowed
under these circumstances only if the
other donee, the donor, or the possible
appointee, may, by reason of the trans-
fer or retention, possess or enjoy any
part of the property after the termina-
tion or failure of the Interest therein
transferred to the donee spouse,

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

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

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

(ii) By reason of such transfer, such
person (or his helrs or assigns) may pos-
sess or enjoy any part of such property
after the termination or failure of the
interest therein transferred to the donee
Spouse.

(2) In determining whether the donor
transferred an interest in property to any
person other than the donee spouse, it is
immaterial whether the transfer to the
person other than the donee spouse Was
made at the same time as the transfer to
such spouse, or at any earlier time.

(3) Except as provided in § 25.2523
(@)1, If at the time of the transfer it is
impossible to ascertain the particular
person or persons who may receive a
property interest transferred by the
donor, such interest is considered as
transferred to a person other than the
donee spouse for the purpose of section
2523 (b). This rule is particularly ap-
plicable in the case of the transfer of a
property interest by the donor subject
to a reserved power. See §25.2511-2,
Under this rule, any property interest
over which the donor reserved a power
to revest the beneficial title in himself,
or over which the donor reserved the
power to name new beneficiaries or to
change the interests of the beneficiarics
as between themselves, is for the purpose
of section 2523 (b), considered as trans-
ferred to a “person other than the donee
spouse,” The following examples il-

lustnté the application of the provisions
of this subparagraph:

(1) If a donor transferred property in
truxt naming his wife as the lrrevocable (n-
come beneficiary for 10 years, and providing
that, upon the expiration of that term, the
corpus should be distributed among b
wife and chlldren in such proportions
the trustee should determine, the right o
the corpus, for the purpose of the mariial
deduction, is considered as transferred to a
“person other than the donee spouse’

(11) If, In the above example, the donor
had provided that, upon the explration of
the 10-year term, the corpus was to be puid
to his wife, but also reserved the power W
revest such corpus in himself, the right w
corpus, for the purpose of the marital de-
duction, is considered s transferred to o
“person other than the donee spouse.”™

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

(6) An exercise or release at any time
by the donor (either alone or in con-
junction with any person) of a power 0
appoint an interest in property, even
though not otherwise a transfer by him
is considered as a transfer by him in de-
termining, for the purpose of section
2523 (b), whether he transferred an in-
terest in such property to & person other
than the donee spouse.

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

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

(i1) H transferred property for the benefe
of W and ~. The income was payable to W
for life and upon her death'the principal was
to be distributed to A or his lssue. However,
it A should die without issue, leaving W
surviving, the principal was then to be dis
tributed to W. No marital deduction may 56
taken with respect to the Interest transferred
to W, aince it will terminate (o the eyent of
her death If A or his issue survive, and A o
his i=sue will thereafter possess or enjoy ot
property. Ao

(i41) H purchased for $100,000 & life annu-
Ity for W. If the annuity psyments macr
auring the life of W should be less than
$100,000, further pagments were Lo be mace
to A. No marital deduction may be L...u;z}
with respect to the interest tranaferred “‘.E.'n
since A may possess or enjoy o part of the
property following the termination of
interest. If, however, the contract prov
for no continuation of payments, and
vided for no refund upon the death of W <
provided that any refund was to g0 1© &0
estate of W, then a marital deduction may ©
taken with respect to the gift.
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(1v) H transferred property to A for life
with remalnder to W provided W survives A,
but it W predeceases A, the property is to pozs
0 B and his heira, No marital deduction
may be taken with respect to the Interest
transferred to 'W.

(v) H transferred real property to A, re-
serving the right to the rentals of the prop-
ey for a term of 20 years, H later trans-
ferred the right to the remaining rentals to
W, No marital deduction may be taken with
respect (o the Interest since It will terminate
upon the expiration of the balance of the
W-year term and A will thereafter possess or
tjoy the property.

(Vi) H transferred a patent to W and A as
tenants in common. In this case, the inter-
mi of W will terminate upon the expiration
of the torm of the patent, but possession and
ejoyment of the property by A must necos-
sardly cease at the same time. Thoerefore,
A's possession or enjoyment cannot out-
the termination of W's interest, the pro«
vislons of séction 2523 (b) do not disallow the
marital deduction with respect to the inter-
est,

(¢} Interest in property which the
donor may possess or enjoy. (1) Section
2523 (b) provides that no marital deduc-
ton 15 allowed with respect to the trans-
fer to the donee spouse of a “terminable
Interest” in property, if—

U The donor retained in himself an
terest in the same property, and
-1} By reason of such retention, the
donor (or his heirs or assigns) mMAY- pos-
%55 or enjoy any part of the property
after the termination or fallure of the
interest transferred to the donee spouse.
However, as to & transfer to the donee
*pouse as sole joint tenant with the
donor or as tenant by the entirety, see
§26.2523 (d)-1.

(@) In general, the principles illus-
irated by the examples under paragraph
(b) of this section are applicable in de-
lermining whether the marital deduc-
tion may be taken with respect to a prop-
ety Interest transferred to the donee
Spouse subject to the retention by the
donor of an interest in the same prop-
€71y, The application of this paragraph
may be further Nustrated by the follow-
g example;

Ezample, The donor purchased three an-
Bty contracts for the benefit of his wife
Abd himself, The first contract provided for
Piyments to the Wife for life, with refund to
S8 donor in case the aggregato payments
fMade to the wife were less than the cost of

contr The second contract provided
e i nts to the donor for life, and then
Ththg Wife for 1ifé If she survived the danor.,
u~: tc contract provided for payments to
h_tut-.'; ‘or and his wife for thetr Joint lives
Mo e O the survivar of them for life,
e Arital deduction may be taken with ro-
(‘r'r” the gifts resulting from the pur-
'\:"f. Of the contracts since, in the case of
~-% tontract, the donor may or en-

{'ﬂ‘“ PAart of the property after the termina-
d'e"w‘; inllure of the interest transferred to
e Wife,

'd) Interest tn property over whick the
O%or retaineg g power to appoint. (1)
I'al(:jo-n 2523 (b) provides that no mar-
lﬁc- eduction ‘s allowed with respect to
“te ransfer to the donee spouse of g
(-;‘mmnble interest” in property {f—
(he )1 ’The donor had, immediately after
u._; fansfer, a power to appoint an in-

’fl’)‘ in the same property, and
o l’ The donor's power was exercisable
ber along or in conjunction with any
No, 224 g
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person) in such manner that the ap-
pointee may possess or enjoy any part
of the property after the termination or
fallure of the interest transferred to the
donee spouse.

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

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

Example. The donor, having a power of
appolntment over certaln property, appointed
o life estate to his spouse. No marital de-
duction may be taken with respect to such
transfer, sinoe, If the retained power to ap-
point the remainder interest is exercised, the
appointee thereunder INRY possess Oor enjoy
the property after the terminstion or faflure
of the Intorest taken by the donee spouse,

§ 252528 (¢) Statutory provisions;
gift to spouse; interest in unidentified
assets.

Sec, 2523. Gift to spouse, * v »

(©) Interest in dmidentified assets, Where
the assets out of which, or the proceeds of
which, the Interest transferred to the donee
Spouse may be satisfled Include a partioular
asnet or nasets with respect to which no de-
duction would be allowed If such nsset or
assels were transferred from the donor to
such spouse, then the value of the interest
transferred to such spouse shall, for pur-
poses of subsection (a), be reduced by the
aggregate value of such partioular nssets,

§25.2523 (0)-1 Interest in unidenti-
fied assets. (a) Section 2523 (¢) provides
that If an interest passing to a donee
spouse may be satisfied out of a group
of assets (or their proceeds) whibh in-
clude a particular asset that would be
a nondeductible interest if it passed from
the donor to his spouse, the value of the
Interest passing to the spouse is reduced,
for the purpose of the marital deduction,
by the value of the particular asset.

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

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

(2) The group of assets out of which
the property interest is payable must ifi-
clude one or more particular assets
whichi, if transferred by the donor to
the donee spouse, would not qualify for
the marital deduction. Therefore, sec-
tion 2523 (c) is not applicable merely
because a group of assets includes a ter~
minable interest, but would only be ap-
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plicable if the terminable interest were
nondeductible under the provisions of
§ 25.2523 (b)-1.

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

Ezample. H wasabsolute owner of a rental
property and on July 1, 1050, transferred it
10 A by gift, reserving the tncome for o period
of 20 years, On July 1, 1955, he oroated n
trust to Iast for a period of 10 years, H was
to recelve the Income from the trust and at
the termination of the trust the trustee is to
turn over to H's wife, W, property having n
value of 8100,000. The trustee has absolute
discretion in declding which properties In
the corpus he shall turn over to W in satis-
faction of the gift to her. The trustee re-
celved two items of property from H. Item
(1) consisted of shares of carporate stook.
Item (2) consisted of the right to recelve the
income from the rental property during the
unexpired portion of the 20-year torm. Asg-
sume that at the termination of the trust on
July 1, 1905, the value of the right to the
rental income for the then unexpired term
of § years (item (2)) will be €30,000. Sinee
item (2) 15 a nondeductible Interest and the
trustee can turn it over to W In partial sntis-
faction of her gift, only 870,000 of the 8100,-
000 recetvable by her on July 1, 1965, will be
considered as property with respect to which
@ marital deduction is allowable. The prose
ent value on July 1, 1055, of the right to re-
celve 870,000 at-the ond of 10 years is
$40.624 33 (870,000 % 0708019, #a found in
Table II of §23.2512-5). The value of the
property qualifying for the marital deduc-
tion, therefore, Is $49,62423 and a marital
deduction is allowed for one-half of that
amount, or $24.812.17.

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

Brc, 2623, Gift to spouse, * *

(d) Joint f{nterest. If the interest ia
transferred to the donee spouse fs sole joint
tenant with the donor or as tenant by the
entirety, the interest of the donor in the
property which exists solely by reason of the
possibjlity that the donor may survive the
donee spouse, or that there miy oceur a
severance of the tenancy, shall not be con-
sldered for purposes of subseotion (b) ns an
interest retalned by the donor in himself,

§25.2523 (d)-1 Joint interests. Sec-
tion 2523 (d) provides that if a property
interest is transferred to the donee
spouse as sole joint tenant with the
donor or as a 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 25623 (b), to be con=
sidered as an Interest réiained 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
preciude the allowance of the marital
deduction with respect to the latter in-
terest, Thus, If the donor purchased real
property in the name of himself and wife
as tenants by the entirety, or as joint
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tenants with right of survivorship and,
pursuant to the provisions of section
2515 (c), elected to treat such transac-

on as a completed gift in the calendar
year effected, a marital deduction equal
to one-half the value of the interest of
the donee spouse in such property may be
taken. See paragraph (c) of § 25.2523
(b)~1, and section 2524.

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

8xc, 2523, Gift to spouse, * * *

(o) Life estute with power of appointment
in donee spouse. Where the donor transfers
an intereat In property, if by such transfer
lils spouse is entitied for Iife to all of the
fncome from the entire interest, or all the
income from a specific pertion thereof, pay-
able annually or at more frequent intervals,
with power in the donee spouse to appoint
the entire Interest, or such specific portion
(excrcisable in favor of such donee epouse,
or of the estate of such donee spouse, or in
favor of either, whether or not in each
case the power Is exerclsable In favor of
others), and with no power-in any other
person to appoint any part of such interost,
or such portion, to any person other than
the donee spouse—

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

(2) No part of the intercst, or such pore

tion, so transferred shall, for purposes
of subsection (b) (1), be considered a=
retained In the donor or transferred to any
person other than the donee spouse.
This subsection shall apply only if, by such
transfer, such power in the donee spouse to
appoint the Interest, or ruch_portion,
whother exerclsable by will or during life, is
exercisable by such spouse alone and in all
events,

§25.2623 (e)-1 Marital deduction;
Jife estate with power of appointment in
donee spouse—(a) In general, Section
2523 (e) provides that if an interest in
property is transferred by a donor to his
spouse (whether or not in trust) and the
spouse is entitled for life to all the in-
come from the entire interest or all the
income from a specific portion of the en-
tire interest, with a power in her to ap-
point the entire interest or the specific
portion, the Interest transferred to her is
o deductible interest, to the extent that
it satisfies all five of the conditions set
forth below (sece paragraph (b) of this
gsection if one or more of the conditions
is satisfied as to only a portion of the
interest) :

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

.{2) The Income payable to the donee
spouse must be payable annually or at
more {requent intervals.

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

(4) The power in the donee spouse
must be exercisable by her alone and
(whether exercisable by will or during
1ife) must be exercisable in all events,

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

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

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

property Interest to which the Incoms
rights and the power relate. Thus, if
the right of the spouse to incomec and
the power extend to one-half or a
fied percentage of the property, or the
equivalent, the Interest Is considered asa
specific portion. On the other hand, |
the annual income of the spouse is lim-
ited to a specific sum, or If she hos a
power to appoint only & specific sum out
of a larger fund, the interest is not a
deductible iInterest. Even though the
rights in the donee spouse may not be
expressed in terms of a definite I A
or percentage, a deduction may be
able if it is shown that the effect of
law is to give the spouse rights which
are jdentical to those she would have
acquired If the size of the share had been
expressed in terms of a definite frac
or percentage. The following examples
{llustrate the application of this and tl
preceding paragraphs of this section:
EBxample (1). The donor transferred (o a
trustee 500 identical shares of X Com
stock. He provided that during the !
of the donee spouse the frustee sho
her annuAlly one-half of the trust income of
$0,000, whichever {a the larger, The spotse
was nlso given w general power of appoint-
mont, exercisable by ber last will over
sum of $160,000 or over three-fourths of the
trust corpus, whichever should be of larger
valuk, Since there is no certainty that the
trust income will not vary from year to year
for purposes of parsgraphs (a) and (1 o
this section, an annual payment of » sp«
fled pum, such as the $6,000 provided for In

pecl

this case, 15 not considered ns represonting
the income from n definite (raction or o epe

cific partion of the entire interest if that were
the extont of the spouse’s interest
ever, gince the spouseé 18 to recelve puuuilly
nt least one-half of the trust Income. she
will, for purposes of paragraphs (a) and (b)
of this sectlon, be considered ag recelving al
of the income from one-half of the entro
interest In the stock. Inasmuch as there is
1o certainty that the value of the stoc)
be the same on the date of the donee rpouies
doath as It was on the date of the tr
to the trustee, for purposes of porag
(a) and (b) of this section, & specificd g
stich as the 8160,000 provided for in this case
15 not considered to be & definite fractior
the entire Interest. However, since the ¢
spouse has a general power of appoi
over at least three-fourths of the tr
pus, she is considered as having & i
power of appointment over three-fourtl
the entire interest In the stock.
Example (2), The donor transferred 0 8
trustee an office bullding and 350 identical
shares of ¥ Company stock. Ho prov ed
that during the Jifetime of the donoc
the trustee should pay her annually
fourths of the trust income. The spous
given a general power of appointment
clsable by will, over the office pullding
100 shares of the stock. By the terms ¢
trust instrument the doneo spouse s
all the income from a definite fraotion ¢
entire interest in the office buliding 2
the stock. She also has a general
appointment over the entire Interest !
office bullding, However, gince the o

£plit its wtock, fssued stock dividend
a dlstribution of capital, etc. & pow
appoint 100 shares at the time of the
spouse’s death &5 pot the same neces™
a8 & power to appoint 100k, of the €Ot
interest which the 250 shares represented ©
the date of the gift, If it s shown 1o '5~
case that the effect of local ‘lan!;d‘;" E
the spouse a general power ta appoiss oo
only the 100 shares designated by the doncs
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but nlso 1™y, of nny shares or amounts

¥hich are distributed by the corporation and
tncluded In the corpus, the requirements of
this paragraph will be satisfied and the donoce
spouse will be considered as having s gererl
power to appoint 1005, of the entlre interest
In the 350 shares.

(d) Definition of “entire interest”.
Since & marital deduction is allowed for
each qualifying separate interest in prop-
erty transferred by the donor to the
donee spouse, for purposes of paragraphs
(a} and (b) of this section, each property
finterest with respect to which the donee
spouse received some rights is considered
separately in determining whether her
Hghts extend to the entire interest or to
8 specific portion of the entire interest.
A property interest which consists of
feveral identical units of property (such
45 & block of 250 shares of stock, whether
the ownership is evidenced by one. or
several certificates) is considered one
property interest, unless certain of the
units are to be segregated and accorded
different treatment, in which case each
segrezated group of items is considered a
separate property interest. The bequest
of u specified sum of money consitutes
the bequest of a separate property in-
lerest (f immediately following the trans-
fer and thenceforth it, and the invest-
ments made with it, must be so segre-
#aled or accounted for as to permit its
identification as a separate item of prop-
friy. The application of this paragraph
may be ilustrated by the following
EXamples:

Ezample (1), The donor transferred to a
fruster  three adjolning farms, Blackacre,
Whiteacre, and Greenacre, The trust Instru-
ment provided that during the lifetime of
e dones spouse the trustee should pay her
8ll of the income from the trust. Upon her
fleath, all of Blackacre, & one-half fnterest in
Whitesore, and a one-~third interest in Green-
hire were to be distributed to the peraon or
PeEmsons appointed by her in her will, The
foneo spouse i considered as being entitled

:0;.‘1 [ the Income from the entire interest
8 Bla

st in Whiteacre, and all of the in-
fome from the entire Interest in Greenacre,
8 nlso \s considered ns having a power of
l{J!Juk::::nmt over the entire interest In
Blnckacre, over one<half of the entire interest
1 Whitcaore, and over one-third of the entire
lnterest in Groenacre.

Ezampla (2).  The domor transterred
8250,000 o C, as trustee. C 15 to Invest the
mansy and pay all of the income from the in-

Yestments o W, the donor's spouse, snnually.
' WAk glven a goneral power, exerolsable by
¥, o nppoint one-halr of the corpus of the

YUt Here, {mmediately following estab-
JHIment of the trust, the $250.000 will be
ibclontly segrogated to permit fta identifi-
lon us o beparate item, and the $250,000
VI constitute an entire property interest.
“relore, W has & right to fncome ond &

T Of appolntment such that one-half of

e interest is a deductible interest.
are. "Ple (3). The donor transferred 100
w1 Of Z Corporation stock to D, ns trustee,
oo . CROMS spouse, is to receive all of the
S ;’.cmo Of the trust annually and is given a
POy "l power, exerclsable by will, to ap-
42 r; out of the trust corpus the sum of
mi':{’ ,In this case the 825,000 1s not, im-
m*m‘ “:5 following establishment of the
fdens. qh_Jmclonuy segregated to permit it
‘:_)“; cation sa a separate item of property
ter Ll‘*‘ the danee spouse has tho entire in=
Ritute (L Derefore, the $35,000 does not con-
¢ the entire interest In o property for

‘};‘;’M of paragraphs (a) and (b) of this
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(e) Application of local law. Tn de-
termining whether or not the conditions
set forth in paragraph (&) (1) through
(5) of this section are satisfied by the
Instrument of transfer, regard is to be
had to the applicable provisions of the
law of the jurisdiction under which the
interest passes and, if the transfer is in
trust, the applicable provisions of the law
governing the administration of the
trust. PFor example, silence of a trust
instrument as to the frequeney of pay-
ment will not be regarded as a faflure to
satisfy the condition set forth in para-
graph (a) (2) of this section that income
must be payable to the donee spouse an-
nually or more frequently unless the ap-
plicable law permits payment to be made
less frequently than annusally. 'The
principles outlined in this paragraph and
paragraphs (f) and (g) of this section
which are applied In determining wheth-
er transfers in trust meet such condi-
tions are equally applicable in ascertain-
ing whether, in the case of interests not
in trust, the donee spouse has the equiva-
lent in rights over income and over the
property.

(f) Right to income. (1) If an inter-
est is transferred in trust, the donee
spouse is “entitled for life to all of the
Income from the entire interest or a
specific portion of the entire interest,”
Tor the purpose of the condition set forth
in paragraph (a) (1) of this section, {f
the effect of the trust is to give her sub-
stantially that degree of beneficial en-
Joyment of the trust property during her
life which the principles of the law of
trusts accord to a person who is unqual«
ifiedly designated as the life beneficiary
of & trust. “Such degree of enjoyment is
given only if it was the donor's intention,
as manifested by the terms of the trust
instrument and the surrounding circum-
stances, that the trust should produce
for the donée spouse during her life such
an- income, or that.the spouse should
have such use of the trust property as
is consistent with the value of the trust
corpus and with its preservation. The
designation of the spouse as sole income
beneficiary for life of the entire interest
or a specific portion of the entire interest
will be sufficient to qualify the trust un-
less the terms of the trust and the sur-
rounding circumstances considered as a
whole evidence an intention to deprive
the spouse of the requisite degree of en-
joyment, In determining whether a
trust evidences that intention, the treat-
ment required or permitted with respect
to individual items must be considered
in relation to the entire system provided
for the administration of the trust.

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

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

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

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

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

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

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

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

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

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

(1i1) A combination of the powers de-
scribed under subdivisions (1) and (i)
‘of this subparagraph. For example, the
donee spouse may, until she attains the
age of 50 years, have a power to appoint
to herself and thereafter have a power to
appoint to her estate. However, the
condition that the spouse’s power must
be exercisable in all events is not satis-
fied unless irrespective of when the donee
spouse may die the entire interest or a
specific portion of it will at the time of
her death be subject to one power or the
other,

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

graph (a) (5) of this section. T

power, the trust shall continue for an
additional period,
_ (3) A power is not considered to be a
power exercisable-by a donee spouse
glone and In all events as requircd by
parsgraph (a) (4) of this section if the
exercise of the power In the donee spouse
to appoint the entire interest or a spe-
oific portion of it to herself or to nher
estate requires the joinder or conzent of
any other person., The power is not “ex-
ercisable in all events”, if i can be ter-
minated during the life of the done
spouse by any event other than her com-
plete exercise or release of it. Further,
a power i5 not "exercisable in all cvents”
if it may be exercised for a limited |
pose only. For éxample, a power
is not exercisable in the event of the
spouse’s remarriage is not exercisabli
all events. Likewise, if there nn
restrictions, either by the terms of
instrument or under applicable local law,
on the exercise of a power to consume
property (whether or not held in trust)
for the benefit of the spouse, the power
{s not exercisable in all events. Thus, if
a power of invasion is exercisabl
for the spouse’s support, or only )
limited use, the power is not exercisa
in all events. In order for a power (
vasion to be exercisable in all event
donee spouse must have the unrest
power exercisable at any time durin
life to use all or any part of the property
subject to the power, and to disposc of
it in any manner, including the po o
dispose of it by gift (whether or not she
has power to dispose of it by will). .
(4) If the power is in existence ot »ll
times following the transfer of the inter-
est, limitations of a formal natute Wi
not disqualify the interest. EX
of formal limitations on a power

s

the
ted

cisable during life are requirements thab
an exercise must be in a particular {orm,
that it must be filed with a trustee n'.‘..:l.‘-
that reasonablie

abie
4

ing the spouse's life,
notice must be given, or that reaso
intervals must elapse between 5ucce
partial exercises. Examples of forma
limitations on & power exercisable by W
are that it must be exercised by
executed by the donee spouse :n'r; r the
making of the gift or that exercise mus
be by specific reference to the power.

(5) If the dofiee spouse has the rea-
uisite power to appoint to herself or her
estate, it is Immaterial that she a1 1’1}:
one or more lesser powers. Thus, ! she
has a testamentary power to apw-:“"‘“
her estate, she may also have @ l'.:m-.rf}
power of withdrawal or of &ppointmen
during her life. Similarly, if <he has an

unlimited power of withdrawal, she may
have a limited testamentary pOwer.

ther

(h) Eristence of a power in anoi
Paragraph (a) (5) of this section pro
vides that a transfer described in parés
graph (&) is nondeductible to the ¢ .\.r.';"u.
that the donor created & power o ;',’f
trustee or in any other person 1o PP
a part of the interest to any person n-,.l'l. 5:.
than the donee spouse. HOWeEVE, ©H
powers in other persons which are in b
position to that of the donee 5pOuse .:‘:’1
cause a portion of the interest m." fall
to satisfy the condition set forth In Po<

LS,

op=

orpus

power in a trustee to distribute ¢
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to or for the benefit of the donee spouse
will not disqualify the trust. Similarly,
s power to distribute corpus to the spouse
{for the support of minor children will not
disqualifly the trust if she is legally obll-
gated to support such children. The
spplication of this paragraph may be
fllustrated by the following examples:
Ezumple (1), Assume that o donor created
a trust, designating his spouse as income
beneficiary for life with an unrestricted
power In the spouse to appoint the corpus

daring ber life. The donor further provided
that in the event the donee spouse should
dle without baving exercised the power, the
trust shotld continue for the life of his son

with o power In the son to appoint the cor-
pus. Since the power in the son could be-
comie cxeroisable only nfter the death of the
donee spouse, the Interest-is not regarded
@ falling to satisfy the gondition set forth
ph (a) (5) of this section,

Assume that the donor

to appoint by will the entire corpus.
¢ further provided that the triustee
ribute 30 percent of the corpus to
son when he reached the age of
Since the trustee has a power to
percent of the entire Interest for
cacfit of & person other than the donse

only 70 percent of the intercst placed
in trust satisfied the condition set forth in

the donor's
35 years

paragraph (a) (8) of this section, If, inthis
ase, the donee spouss nnd n power, exercis-
sble by ber will, to appoint only one-half of
the co a5 It was constituted at the time

of hee th. (tshould be noted that only 35
percent of the Interest placed in the trust
woilld satiafy the condition set forth in para-
ETaph (0) (3) of this section.

352523 (1) Statutory provisions;
community property.

Sec, 2573, Gift to spolse, & ¢ .

munity property. (1) A deduction
allowable under this section shall
. Mawed only to the extent that the trans-
fer (‘rm‘ be ahown to represent a Bt of prop-
m'_v Which is not, at the time of the B,
held “Cmmunity property under the Inw
“ie, Territory, or possession of the
ou Dtates, or of any forelgn country.
.m Por purposes of paragraph (1), com-
Munity property (except property which is
fonsidered g community property solely by
Feazon of baragraph (8)) shall not be con-
:k!cm: * “held as community property” if
tha entire value of such property (and not
terely one-hait thereot) 1s treated ns the
Mnaunt of the gife, :
m:j) Uw-'m.'luft the calendar year 1942 or In
m;]"jduu; calendar years, property held as
=3 community property (unless considered

L Fesson of paragraph (3) as not so held)
St 'l,‘ ~.1r* donor and the donee spouse cone-
nm: DY one transaction or s series of trans-

ey o 1050 separate property of the dondr
v ,:I»l: “. "Pouse (including any form of co-
80 a6 “UP by them), the separate property
e u"l‘”-"d by the donor and any property
c‘::f X'ml 8L any time by the donor In ox-
hl'.l?'k;e !lmoreror (by one exchange or & se-
oo - exchunges) shall, for pur S of para-
ma A1), be considered s “held as come
unity Property,*
Mlt; 'th:e the value (at the time of such
qux.n{,;‘l:.f” of the separate property so nc-
il the donor exceoded the value (at
qu::m'g{?, of the Aeparate property 8o ac-
Apply ons Such spouss, paragraph (3) shall
PR AN ;y with respect to the same portion
Portion wrorate property of the donor as the
ot A‘-;Cl Wwhich the walue {as of such time)
Such A Perty 8o acquired b
O.,‘:h:f’:i}m 15 of the value (us of mch tune{
donge, | PATAte property o scquired by the
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£25.2523 (1)-1 Marital deduction in
cases involving community property—
(R) In general. The marital deduction
is allowable with respect to gny transfer
by a donor to his spouse only to the ex-
tent that the transfer can be shown to
represent a gift of property which was
not, at the time of the gift, held as “com-
munity property”, as deflned in para-
graph (b) of this section. The burden of
establishing the extent to which a trans-
fer represents a gift of property not so
held rests upon the donor.

(b) Definition of “community prop-
erty.” “ (1) For the purpose of paragraph
(a) of this section, the term “community
property™ is considered to include—

() Any property held by the donor
and his spouse as community property
under the law of any State, Territory,
or possession of the United States, or
of any foreign country, except prop-

- erty In which the donee spouse had at

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

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

(1ii) Property acquired by the donor in
exchange (by one exchange or a series of
exchanges) for separate property result-
ing from such “conversion."

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

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

(1) A partition of community property
between husband and wife, whereby a
portion of the property became the sepa-
rate property of each, Is a conversion of
community property.

(i) A transfer of community property
into some other form of coownership,
such a8 a joint tenancy, is a conversion
of the property.

3il) An agreement (whether made be-
fore or after marriage) that future earn-
ings and gains which would otherwise be
community property shall be shared by
the spouses as separate property effects
& converslon of such earnings and gains.

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

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

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

Ezample. During 1042 the donor and his
spouse partitioned certain real property held
by them under community property laws.
The real property then had & valte of 8224«
000. A portion of the property, then baying
& value of $160,000, was converted into the
donor's separate property, and the remaining
portion, then having a value of $64,000, was
converted Into his spouse’s separate property.
In 1955 the donor made a gift o his spouse
of the property aoquired by him as a result
of the partition, which property then had
& value of $200,000. The portion of the prop-
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erty transferred by gift which is considered
us community property is

$64,000 (value of property acquired by donee
spouse)
$160,000 (value of property acquired by donor
spouse)
X $200,000 =880,000, The marital deduction
with respect to the gift Is, therefore, limited
to one-half of $120,000 (the difference be-
tween $200,000, the value of the gift, and
$80,000, the portion of the gift considered to
have been of “community property”). The
marital deduction with respect to the gift is,
therefore, $00,000.

§ 25.2524 Stlatutory provisions; extent
of deductions.

Sec, 2524. Extent of deductions. The de~
ductions provided in sections 25622 and 2523
ahall be allowed only to the extent that the
gifts therein specified are included In the
amount of gifts against which such deduc-
tions are applied,

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

Example. The only gifts made by & donor
to his spouse during the calendar year were
n gift of §3,000 In May and a gift of 82,000
in August, The first $3,000 of such gifts Is
excluded under the provisions of section 2503
In determining the “total amount of gifts™
made during the calendar year.. The marital
deduction of $2,5600 (one-half of $3,000 plus
one-half of 82,000) otherwise allowable la
1imited by seotion 2524 to 82,000,

PROCEDURE AND ADMINISTEATION

§ 25.6001 Statutory provisiors; notice
or regulations requiring records, stale-
ments and special returns.

Sgo, 6001, Notice or regulations requiring
records, statements, and special returns,
Every person liable for any tax imposed by
this title, or for the collection thereof, shall
keop such records, render such statements,
make such returnyg, and comply with auch
rules and regulations as the Secretary or his
delegate may from time to time prescribe,
Whenever in the judgment of the Secretary
or his delegate 1t is necessary, he may roequire
any person, by notice served upon such
person or by regulations, to make such re-
turns, render such statements, or keep such
records, ns the Secretary or his delegate
detms sulliclent to show whother or not
guch person is lable for tax under this
title.

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

RULES AND REGULATIONS

used in preparing the gift tax return (see
§ 25.6019-1) shall be retained by the
donor so0 as to be available for inspection
whenever required.

(b) Supplemental data. In order that
the district director may determine the
correct tax-the donor shall furnish such
supplemental data as may be deemed
necessary by the district director. 1t is,
therefore, the duty of the donor to fur-
nish, upon request, copies of all docu-
ments relating to his gift or gifts, ap-
praisal lists of any items included in the
total amount of gifts, coples of balance
sheets or other financial statements ob-
tainable by him relating to the value of
stock constituting the gift, and any other
information obtainable by him that may
be necessary in the determination of the
tax. See section 2512 and the regula-
tions issued thereunder. For every
policy of life insurance listed on the re-
turn, the donor must procure a state-
ment from the insurance company on
Form 938 and file it with the district
director who receives the return. If
specifically requested by the district di-
rector, the insurance company shall file
this statement direct with the district
director.,

£ 25.8011 Statutory provisions; gener-
al requirement of retwrn, statement, or
list.

Sec, 6011. Genergl requirement of return,
statement, or lst—(a) General rule. When
required by regulations prescribed by the
Secretary or his delegate any person made
liable for any tax impased by this title, or for
the collection thereof, shall make a return or
statement according to the forms and regu-
lations prescribed by the Sccretary or his
delegnte. Every person required to make o
return or statement shall include therein
the information required by such forms or
regulations.

. L - - -

(¢) Income, estate, and gift taxres. For re-
quirement that returns of Income, estate, and
gift taxes be made whether or not there is
tax Itabllity, see sectlons 6012 to 6019, in-
clusive.

§ 25.6011-1 General requirement of
return, statement, or list—(a) General
rule. Every person made liable for any
tax imposed by chapler 12 of the Code
shall make such refurns or statements
as are required by the regulations in this
part, The return or statement shall in-
clude therein the information required
by the applicable regulations or forms.

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

§25.6019 Stalutory provisions: gift
tax refurns.

€x0, 6019, Gift tozr returns—(a) In gen-
eral. Any individual who in any calendar

yoar makes any transfers by gift (except thop
which under section 2503 (b) are not o be
Included In the total amount of gifts for yuch
year) shall make a return with respect fo
the gift tax Imposed by subtitie B.

(b) Tenancy by the entirety. For pro-
visions relating to requirement of retum
in the case of election as to the trentmens
of gift by creation of tenancy by the ea.

tirety, see scction 2518 (¢).

S
§ 25.6019-1 Persons required to file
relurns—(a) In general. Any individual
citizen or resident of the United St
who within the calendar year 1055, or
within any calendar year thereaflter,
makes a transfer or transfers by vift w

any one donee of a value or total value in
excess of $3,000 (or regardless of valoe
in the case of a gift of a future interest

in property) must file a gift tax retum
on Form 709 for that year. A nonresi-
dent not & citizen of the United States
who made such a gift must also fle a
return on Form 709 if under § 25 2511-3
the transfer is subject to the gift tax
The return is required even thoush be-
cause of the deductions authorized by
sections 2521 (specific exemption’, 2522
(charitable, ete., deduction), ar 5
(marital deduction) no tax may be pag
able, Individuals only are required to
file returns and not trusts, estates, part-
nerships or corporations. ]
coptes of the return are not require
be filed. See §§ 25.6075-1 and 25.6001-1
for the time and place for filing Lhe gift
tax return. For delinquency penalty for
failure to file return, see section 6651 nnd
§ 301.6651-1 of this chapter (Rezulations
on Procedureé and Administyration). For
criminal penalties for failure to file &
return and filing a false or fraudulent
return, see sections 7203, 7206, and
(b) Deceased donor. If the do
before filing his return, the exe«

r dies

itor of

his will or the administrator of lus ¢s-
tate shall file the return, If the donor
becomes legally Incompetent before filing
his return, his guardian or committe¢

shall file the return.
(¢) Ratification of return. he rée
turn shall not be made by an agent ub-
less by reason of illness, absence, or noo-
residence, the person liable for the reiwn
{5 unable to make {t within the time pre=
scribed. Mere convenience i5 not suf-
ficient reason for authorizing an agent
to make the return, If by reason of li-
ness, absence or nonresidence, a yelulm
is made by an agent, the return must be
ratified by the donor or other I fn
linble for its filing within a reason
time after such person becomes Ay
do so0. If the return filed by the see
not so ratified, it will not be ctu'.-.(!v.-ll'm
the returh required by the statute. S':p-'
plemental data may be submitted at (he
time of ratification. The ratificaté
may be In the form of a stateme

cuted under the penalties of perjury “‘:j:
filed with the district director, ! 1["“’};’_
specifically that the return made ! u‘ra

agent has been carefully examined B0
that the person signing ratifies the re-
turn as the donor’s, If a retwrn is signes
by an agent, a statement fully explaining
the inability of the donor must accom

pany the return. A

§25.6019-2 Returns required in ©0%0
of consent under section 2513. L‘?C:x?e
as otherwise provided i this section, ==
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provisions of § 25.6019-1 are applicable
with respect to the filing of a gift tax
return or returns in the case of a husband
and wife who consent (see § 25.2513-1) to
the application of section 2613. In such
& case, if both of the consenting spouses
are (without regard to the provisions of
section 2613) required under the provi-
sions of § 25.6019-1 to file returns, returns
must be filed by both spouses. If only one
of the consenting spouses is (without re-
gard to the provisions of section 2513)
required under § 25.6019-1 to file a re-
tun, a return must be filed by that
ipouse. In the latter case, If after giv-
Ing effect to the provisions of section 2513
the ¢ther spouse is considered to have
made any gift (regardless of value) of a
future interest in property or any gift
or gifts to any one third-party donee ex-
ceeding $3,000 in value, then s return
must nlso be filed by such other spouse.
Thus, If during any calendar year the
husband made a gift of $5,000 to & son
(the gift not being a future interest in
property) snd the wife made no gifts,
only the husband is required to file a
returh for such year. However, if the
wile had made a gift of $2,000 to the same
%on, or if the gift made by the husband
had amounted to $7.000, each spouse
would be required to file & return if the
:!onsem is signified as provided in sec-

on 2513,

1256019-3 Contents of return—ia)
In general. The return shall set forth:
(1) Each gift made during the calendar
Year which under sectfons 2511 through
4315 15 to be included in computing tax-
ible gifts; (2) the deductions claimed
ind allowable under sections 2521
through 2524; and (3) the taxable gifts
made for each of the preceding calendar
YRUIE (see § 25.2504-1). In addition the
Telurn shall set forth the fair market
Falue of all gifts not made in money, in-
tluding gifts resulting from sales and ex-
thinges of property made for less than
!':xll #nd adequate consideration in money
o money's worth, giving, as of the date
O the sale or exchange, both the falir
market value of the property sold or
:Xchun;:cd and the fair market value of
he consideration received by the donor.

& donor contends that his retained
broperty renders the gift
Stle (see § 25.2511-2) and hence
not subject to tax as of the calendar
Wﬁ‘r. of the initfal transfer, the trans-
dclion should be disclosed in the return
t:’ l’hv calendar year of the initial trans-
!1’ and evidence showing all relevant
ot o Including a copy of the instrument
r!-‘tllj-'nn»-rer. shall be submitted with the
mu}n' The instructions printed on the
cen'f{] should be carefully followed. A
mﬂ‘! ed or verified copy of each docu-
5 '):n.tt fequired by the {nstructions
witn J on the return form shall be filed
My Hhe return. Any additional docu-
Moy ';w the donor may desire to submit

b plubmitted with the return.
ivrs Disclosure of transfers coming
ton 2514 CUisions of section 2516. Sec-
ik 16 provides that certain transfers
erty sr Y Pursuant to written prop-
Wite Seitlements between husband and
and aqenocemed o be transfers for full

. “quate consideration in money or
3 worth if divorce occurs within

4
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two years. Inany case where a husband
and wife enter Into a written agreement
of the type contemplated by section
2516, and the final decree of divorce is
not granted on or before the due date for
the filing of a gift tax return for the
calendar year in whick the agreement
became effective (see §25.6075-1), the
transfer shall be disclosed by the trans-
feror upon a gift tax return filed for the
calendar year in which the agreement
became effective and a copy of the agree-
ment shall be attached to the return, In
addition, a certified copy of the final
divorce decree shall be furnished the
district director not later than 60 days
after the divorce Is granted. Pending
receipt of evidence that the final decree
of divorce has been granted (but in no
event for & period of more than two vears
from the effective date of the agree-
ment), the transfer will tentatively be
treated as made for a full and adequate
consideration In money or money's
worth,

§ 25.6019-4 Description of property
listed on return. The properties com-
prising the gifts made during the calen-
dar year shall be listed on the return and
shall be described in such a manner that
they may be readily identified. Thus,
there should be given for each parcel of
real estate & legal description, its area,
a short statement of the character of
any improvements, and, If located in a
city, the name of the street and number,
Description of bonds shall include the
number transferred, principal amount,
name of obligor, date of maturity, rate of
interest, date or dates on which interest
Is payable, serles number where there is
more than one issue, and the prineipal
exchange upon which listed, or the prin-
cipal business office of the obligor. if un-
listed. Description of stocks shall in-
clude number of shares, whether com-
mon or preferred, and, if preferred, what
issue thereof, par value, quotation at
which returned, exact name of corpora~
tion, and, if the stock is unlisted, the lo-
cation of the principal business office,
the State in which incorporated and the
date of incorporation, or if the stock is
listed, the principal exchange upon
which seld. Description of notes shall
inelude name of maker, date on which
given, date of maturity, amount of prin-
cipal, amount of”principal unpald, rate
of interest and whether simple or com-
pound, and date to which interest has
been paid. If the gift of property in-
cludes accrued income thereon to the
date of the gift, the amount of such ac-
crued income shall be separately set
forth. Description of the seller's interest
In land contracts transferred shall in-
clude name of buyer, date of contract,
description of property, sale price, initial
payment, amounts of installment pay-
ments, unpaid balance of principal, in-
terest rate and date prior to gift to which
interest has been paid, Description of
life insurance policies shall show the
name of the insurer and the number of
the policy, In describing an annuity,
the name and address of the issuing
company shall be given, or, if payable
out of a trust or other fund, such a de-
scription as will fully identify the trust
or fund, If the annuity is payable for a
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term of years, the duration of the term
and the date on which it began shall be
given, and if payable for the life of any
person, the date of birth of that person
shall be stated. Judgments shall be de-
scribed by giving the title of the cause
and the name of the court in which ren-
dered, date of judgment, name and ad-
dress of judsment debtor, amount of
Judgment, rate of Interest to which sub-
Ject, and by stating whether any pay-
ments have been made thereon, and, if
$0, when and in what amounts.

§ 25.60756 Statutory provisions; time
Jor filing gijt taxr returns,

Sec. 0075. Time for filing estate and pift
tax returns.
- - - - -

(b) Gift tar returns. Returns made under
section 6010 (relating to gift taxes) shall be
filed on or before the 15th day of April
following the close of the calendnr year,

§ 25.6075-1 Returns: time for filing
gift tax returns. The gift tax return re-
quired by section 6019 must be filed on
or before the due date. The due date is
the date on or before which the return
Is required to be filed in accordance with
the provisions of section 6075 (b) or the
last day of the period covered by an ex-
tension of time granted by the district
director as provided in § 25.6081-1, Un-
less an extension of time has been
granted, the due date is the 15th day
of April following the close of the calen-
dar year in which gifts were made,
When the due date falls on Saturday,
Sunday, or s legal holiday, the due date
for filing the return is the next succeed-
ing day which is not Saturday, Sunday,
or a legal holiday. For definition of a
legal holiday, see section 7503 and
§ 301.7503-1 of this chapter (Regula-
tions on Procedure and Administration),
As to additions to the tax for fallure to
file the return within the prescribed
time, see section 6651 and § 301.6651-1
of this chapter (Regulations on Proce-
dure and Administration).

§ 25.6081 Statutory provisions; exten-
sion of time for filing returns.

Sro, 6081. Extension of time for fiting re«
turias—(a) General rule. The Secretary or
his delegate may grant a reasonable extension

‘of time for fillng any return, declaration,

statement, or other document required by
this title or by regulations. Except in the
case of taxpayers who are abroad, no such
extension shall be for more than 6 months.
- - - » -

(e) Postponement by reason of war. For
time for performing certain acts postponed
by reaszon of war, see section 7508,

§ 25.6081-1 Extension of time for fil-
ing returns. It is important that the
donor file or before the due date a re-
turn as nearly complete and final as it is
possible for him to prepare. However,
the district director is authorized to
grant a reasonable extension of time for
filing returns. Applications for exten-
sions of time for filing gift tax returns
shall be addressed to the district direc-
tor for the district in which the donor
files his returns and must contain a full
recital of the causes for delay. RExcept
in the case of donors who are abroad,
no extension for filing gift tax returns
may be granted for more than 6 months,
An extension of time for filing a return
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does not operate to extend the time for
payment of the tax or any part thereof,
unless 8o specified In the extension. For
extensions of time for payment of tax,
see § 25.6161-1. No extension of time for
fling a return may be granted unless the
application is received by the district
director before the expiration of the
time within which the return must other-
wise be filed. The application should,
when possible, be made sufficiently early
to permit the district divector to consider
the matter and reply before what other-
wise would be the due date of the return.

$ 25.6001 Statutory provisions; place
for filing returns or other documents.

Sgo. 6001, Place for filing returna or other
documents—(n) Gengral rule, When not
otherwise provided for by this title, the
Secretary or his delegate shall by regulations
prescribe the place for the fllng of any
return, declaration, statement, or other
document, or coples thereof, réquired by this
title or by regulations,

(b) Taz returns. In the ease (I teturns
of tax required under authority of part 8 ¢
of this subchapter—

(1) Individuals. Returns (other than cor-
poration returns) shall be made to the Sec-
retary or his delegate in the internal revenue
district in which is located the legal resi-
dence or principal place of buslness of the
person making the return, or, if he has no
lezal residence or principal place of business
in any Internsl revenue distriet, then at such
place as the Secretary or his delegate muay by
regulstions prescribe.

- » - - -
$ 25.6001-1 Place for filing returns
. and other documents. . If the donor is a
resident of the United States, the gift tax
return required by section 6013 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 & nonresident
(whether or not a citizen), and his
principal place of business is located in
an internal revenue district, the gift tax
return shall be filed with the district
director for the internal revenue district
in which the donor's principal place of
business is located. If the donor is a
nonresident (whether or not a citizen),
and he does not have a principal place of
business which is located in an internal
revenue district, the gift tax return shall
be filed with the Director of International
Operations, Internal Revenue Service,
Washington 25, D. C., or with such other
official as the Commissioner may deSig-
nate.

§ 25,6151 Statutory provisions; time
and place jor paying tax shown on
relurns.

Sgo, 0151, Time and place for paying tax
shown on the returns—(a) General rule.
Except as otherwise provided in this section,
when o return of tax iy required under this
title or regulations, the person required to
make such return shall, without assessment
or notice and demand from the Secretary or
his delegnte, pay such tax to tho principal
internal revenue officer for the internal reve-
nue district {n which the return is required
to be filed, and shall pay such tax at the time
and place fixed for filing the return (deter-
mined without regard to any extension of
time for filing the return).

» - - > .

() Date fixed for payment of tax. In any
case In which a tax Is required to be pald
on or before s certain date, or within a cer-
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tain period, any reference in this title to the
date fixed for payment of such tax shall be
deemed o reference to the last doy fixed for
such payment (determined without regard
to any extension of time for paying the tax).

$ 25.6151-1 Time and place for paying
tax shown on return. The tax shown on
the gift tax return is to be paid by the
donor at the time and place fixed for
filing the return (determined without re-
gard to any extension of time for filing
the return), unless the time for paying
the tax is extended in accordance with
the provistons of section 6161. However,
for provisions relating to certain cases
in which the time for paying the gift tax
is postponed by reason of an individual
serving in, or in support of, the Armed

Forces of the United States in a combat

zone, see section 7508, For provisions
relating to the time and place for filing

the return, see §§25.6075-1 and
25.6091-1.
§ 25,6161 Statutory wprovisions; ex-

tension of time for paying tax.

Sgo. 0161, Extension of time for paying
taxr—(a) Amount determined by faxpayer on
relurn-—(1) General rule. The Secretary or
his delogate, except as otherwise provided
in this title, may extend the time for pay-
ment of the amount of the tax shown, or
required to be shown, on any return or
declaration required under authority of thiy
title (or any installment thereof), for a res-
sonable period not to exceed 6 months from
the date fixed for payment thereof. Such
extension may exceed 8 months In the case
of a taxpayer who is abroad,

- . - . -

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

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

» - - - -

An extension under thls subsection may be
granted only where it is shown to the satla-
factlon of the Secretary or his delegete that
the payment of a deficlency upon the date
fixed for the psyment therecof will result in
undue hardahip to the taxpayer in the care
of o tax lmposed by chapter 1, to the estate
in the case of u tax lmposed by chapter 11,
or to the donor In the case of a tax imposed
by chapter 12, No extension shall be granted
If the deficlency is due to negligence, to
intentional disregard of rules and regula-
tions, or to fraud with intent W evade tax.
- » - - -

$25.6161-1 Exfension of time for
paying tax or deficiency—(a) In gen-
eral—(1) Tax shown on reiurn. A rea-
sonable extension of time to pay the
amount of tax shown on the return may
be granted by the district director at
the request of the donor. The period of
such extension shall not be in excess of
six months from the date fixed for the
payment of the tax, except that if the
taxpayer is abroad the period of exten-
slon may be in excess of six months.

(2) Deficiency. The time for payment
of any amount determined as a defi-
clency In respéct of tax imposed by chap-
ter 12 of the Code, or for payment of any
part thereof may be extended by the
district director at the request of the

donor for a period not to excesd 13
months from the date fixed for the pay-
ment of the deficiency, as shown on the
notice and demand from the distriet
director, and, in exceptional cases, fora
further period not in excess of 12 maonths,
No extension of time for the payment of
a deficiency shall be granted if the de.
ficlency is due to negligence, to inten.
tional disregard of rules and regulations,
~or to fraud with intent to evade tax

(3) Extension of time jor filino dis-
tinguished. The granting of an exten.
gion of time for filing a return does not
operate to extend the time for the pay.
ment of the tax or any part thercof, un-
less so specified in the extension.

(b) Undue hardship required jor ex-
tension. An extension of the time for
payment shall be granted only upon a
satisfactory showing that payment on
the due date of the amount with rezpect
to which the extension is desired will re-
sult in an undue hardship. The exten-
sion will not be granted upon a neneral
statement of hardship. The term “un-
due hardship” means more an
inconvenience to the taxpayer. It musi
appear that substantial financial loss
for example, loss due to the sale of prop-
erty at a sacrifice price, will result t
donor from making payvment on
date of the amount with respect {
the extension is desired. If a mar
exists, the sale of the property ot the
current market price i5 not ordinarily
considered as resulting in an undue
hardship.

(¢) Application for extension. Anap-
plication for an extension of the time
for payment of the tax shown cn the
réturn, or for the payment of any amount
determined as a deficiency, shall be in
writing and shall be accompanied bY
evidence showing the undue hardship
that would result to the donor if the ex-
tension were refused. The application
shall also be accompanied by a statement
of the assets and labilities of the donor
and an itemized statement showing all
receipts and disbursements for ench of
the three months immediately preceding
the due date of the amount to which the
application relates, The application,
with supporting documents, must be filed
with the district director on or before
the date prescribed for payment of the
amount with respect to which the exten-
sion s desired. The application will bé
examined by the district director, snd
within 30 days, if possible, will be denled,
granted, or tentatively granted subject
to certain conditions of which the donor
will be notified. If an additional exten-
sion is desired, the request therefor must
be made to the district director on OF
before the expiration of the period {07

than

(d) Payment pursuant to extension.
If an extension of time for payment 5
granted, the amount the time for pay-
ment of which is so extended shull be
paid on or before the expiration of the
period of the extension without B¢
necessity of notice and demand {rom the
district director. The granting of an -
tension of the time for payment of the
tax or deficiency does not relieve the
donor from llability for the payment .
interest thereon during the period of the
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extension.  See section 6601 and § 301.-
#601-1 of this chapter (Regulations on
Procedure and Administration).

§256165 Statutory provisions; bonds
where time to pay tax or deficiency has
been extended.

Ssc. 0165. Bonds where time fo pay taz
or deficlency has been extended. In the
it the Secretary or his delegate grants any

m of time within which to pay any

wny deficlency therein, the Secretary

or kis delegate may require the taxpayer to
furnizh a bond in such amount (not exceed-
lag double the amount with respect to which
the extenalon ls granted) conditioned upon
the payment of the amount extended in ne-
cordance with the terms of such extension,

§2568165-1 Bonds where time to pay
tax or deficiency has been extended.
For general provisions relating to bonds
when extensions of time to pay the gift
tax are granted, see the regulations
under sections 6165 and 7101 contained
in Part 301 of this chapter (Regulations
an Procedure and Administration).

1256321 Statutory provisions; len
for tazes,

Src. 6321, Lien for faxes. If any person
lable to pay nny tox neglects or refuses to

¥ the same after demand, the amount
(ine ng any interest, additional amount,
aditlon w tnx, or assessable penalty, to-
gether with any costs that may accrue In
Mditlon thereto) shall be a lien in fasvor of
the Unitod States upon all property and
Hghts o property, whether real or personal,
belonging to such pereson.,

§256321-1 Lien for taxes. For regu-
lations concerning the lien for taxes, see
£301,6321-1 of this chapter (Regulations
on Procedure and Administration).

35.6322 Statutory provisions; period
of Hen,

Sec. 6392, Period of Ven. Unless another
Gt is specifically fixed by law, the len im-
Posed by section 6321 shall arise st the time
the & ‘“ment i made and shall continue
UL the lability for the amount o nssessed
W mtiefied or becomes unenforceable by
fetson of lapse of time,

§25.6323 Statutory provisions; valid-
ity apainst mortgagees, pledgees, pur-
chasers, and judgment creditors.

Stc. 9323, Validity against mortgagees,
Pledgecs, purchasers, and judgment cred-
Mors—(0) Invalidity of tien without notice.
EXcopt ns otherwise provided in subsection
(€}, the lien imposed by section 6321 shall
N0t be valid us. agninst any mortgagee,
Piedgee. purchaser, or judgment creditor un-
Ui notice theroot has been filed by the Secre-
Wry or his delognto—

'}, Under State or Territorial lawcs. In the
%&r designated by the law of the State or
":‘ml‘ ¥ In which the property subject to
T! len 1a situated, whenever the State or
oTitory has by law designated an ofco

Within the State or Territory for the filing of
such notice; ar

(2) With olerke
Office of ¢ % e etten 8¢
Wlet o
the pr

In the
he clerk of the United States dis-
Jurt for the judicial district in which
Wher OPErtY subject to the Hen ls situated,
iy 11 Ve the State or Territory has not by
Tere: “ilgnated an office within the State or
131“’;‘}’, {or the filing of such notice: or
i/ i{th clerk of District Court for Diz-
ot u‘e! UColumbla. In the office of the clerk
triet or;ltod States District Court for the
S Columbia, if the property subject

the Ten ig
Cottmbio situnted In the District of

No.22¢ g
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(b) Form of motice. If the notlce filed
pursuant to subsection (R) (1) Is In such
form ns would be valid if filed with the clerk
of the United States district court pursuant
to subsection (a) (2), such notice shall be
valid notwithstanding any law of the State
or Territory regarding the form or content
of a notice of lien,

(¢) Ezception in ocase of securities—(1)
Exception. Even though notice of a lien pro-
vided In seotion 6321 has been filed in the
manner prescribed in subsection (a) of this
section, the lien shall not be valid with re-
¥pect to n security, as defined In paragraph
(2) of this subsection, ns agalnst any
martgagee, pledgee, or purchaser of such go-
curity, for an adequate and full considern-
tion In money or money's worth, If at the
time of such mortgage, pledge, or purchase
such mortgagee, pledgee, or purchaser Is
without notice or knowledge of the existence
of such len,

(2) Definition of security. As used in this
subsection, the term “security” means any
bond, debenture, note, or certificate or other
evidence of indebtedness, | d by any cor-
poration (inecluding one lesued by n govern-
ment or political subdivision thereof),. with
Interest coupons or in registered form, share
of stock, voting trust certificate, or any cer-
tificnte of interest or participation in, cer-
tificate of deposit or receipt for, temporary
or interim certificate for, or warrant or right
to subscribe to or purchase, any of the fore-
going: negotiable instrument; or money,

(d) Disclosure of amount of outstanding
Hen. If n notice of llon has been filed under
subsection (a), the Sscretary or his delegate
is authorized to provide by rules or regula-
tions the extent to which, and the conditions
under which, information as to the amount
of the outstanding obligation secured by the
lien may be disclosed,

§25.6323-1 Validity against mortga-
gees, pledgees, purchasers, and judgment
creditors. For regulations concerning
the validity of liens against mortgagees,
pledgees, purchasers, and judgment
creditors, see §301.6323-1 of this chap-
ter (Regulations on Procedure and Ad-
ministration).

§ 25.6324 Statutory provisions; spe-
ctal liens for estate and glft taxes.

8rc, 6324. Special Hens for estate and it
tozes—
- » - - -

(b) Lien for gift tax. Except as othorwise
provided in subsection (o) ( relating to trans-
fers of securities), the gift tax imposed by
chapter 12 ghall be a llen upon all gifts
made during the calendar year, for 10
years from the time the gifts are made. If
the tax 1s not pald when due, the donee of
any gift shall be personally liable for such
tax to the extent of the yalue of such gift.
Any part of the property comprised in the
gift transferred by the donee (or by a transe
feree of the donee) to a bona fide purchaser,
mortgagee, or pledgee for an adequate and
full consideration in money or money's
worth ahall be divested of the lien herein im-
posed and the lien, to the extent of the value
of such gift, shall attach to all the property
(including after-acquired property) of the
donee (or tho transferes) oxcept any part
transferred to a bona fide purchaser, mort-
gagee, or pledgee for an adequate and full
consideration In money or money's worth.

(c) Ezception in case of securities. The
lien Imposed by subsection (a) or (b) shall
not be yalid with respect to a security, as
defined in section 6323 (¢) (2), as against
any mortgagee, pledgee, or purchaser of any
such seourity, for an adequate and full con-
sideration in money or money’s worth, if at
the time of such mortgage, pledge, or pur-
chase such mortgagee, pledgee, or purchaser
is without notice or knowledge of the exist-
ence of such len,
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£ 25.6324-1 Special lien for gift tar.
For regulations concerning the special
lien for the gift tax, see § 301.6324-1 of
this chapter (Regulations on Procedure
and Administration),

§ 25.6601 Statutory provisions; fin- -
terest on underpayment, aonpayment,
or extensions of time for payment, of taz.

Sxc. 6601, Interest on underpayment, non-
payment, or extensions of time for payment,
of tax—(a) General rule. If any nmount of
tax Imposed by this title (whether required
to be shown on & return, or to be pald by
stamp or by some other method) Is not paid
on or before the last date prescribed for pay-
ment, interest on such amount st the rate
of 8 percent per annum shall be pald for the
period from such last date to the date paid.

-

§25.6601-1 Interest on underpay-
ment, nonpayment, or extensions of lime
for payment, of taxr. For regulations
concerning interest on underpayment,
nonpayment, or extensions of time for
payment, of tax, see § 301.6601-1 of this
chapter (Regulations on Procedure and
Administration),

§25.7101 Statutory provisions; form
of bonds.

Sec. 7101, Formn of bonds. Whenever, pur-
sunnt to the provislons of this title (other
than secttons 7485 and 6303 (a) (1)), or rules
or regulations prescribed under nuthority
of this title, & person is required to furnish
a bond or seourity——

(1) General rule, Such bond or security
shall be in such form and with such surety
or sureties ns may be prescribed by regula~
tions 1ssued by the Secrotary or his delegate,

(2) United States bonds and notes in Hew
of surety bonds, The person required to fur-
nish such bond or securlty may, 1n ey there-
of, deposit bonds or notes of the United
States as provided in 6 U. 8. C, 15,

§25.7101-1 Form of bonds. For gen-
eral provisions relating Lo bonds, see the
regulations under sections 6165 and 7101
contained In part 301 of this chapter
(Regulations on Procedure and Adminis-
tration), '

[SEAL) 0. GornoN DrLK,
Acting Commissioner of

Internal Revenue.
Approved: November 10, 1958.

Fren C, Scrisxer, Jr,, .
Acting Secretary of the Treasury.

[F. R. Doc. 58-9402; Piled, Nov. 14, 1058;
B:45 a. m.)

TITLE 32—NATIONAL DEFENSE

Chapter |—Office of the Secretary of
Defense

Subchapter N—Transportation

PaArr 209—MOVEMENT OF PERSONNEL VIA
COMMERCIAL CONTRACT AND CHARTER AIR
TRANSPORTATION

Sec,

200.1 Authority and scope,

2092 Background,

2093 Polley,

AvtHOmITY: §§200.1 to 2003 {ssucd under

nec, 202, 61 Stat. 500, as amended; 6 U. 8. C.

171a.

§209.1 Authority and scope. This
part prescribes policies for the move-
ment of personnel for the Department of
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Defense via commercial contract and
charter alr transportation within the
continental United States and to, from
and outside the continental United
States.

§£209.2 Background. Regulations of
civil air regulatory agencies govern such
matters as the safety of air transporta-
tion, airworthiness of gircraft, profi-
ciency of flight and maintenance crews,
minimum performance limitations, min-
imum operaling limitations, maximum
welght limitations, and requirements for
first aid and emergency equipment,

§200.3 Policy. (a) The military de-
partments will not knowingly take any
action which will contribute to or result
in a earrier viclation of anyrequirement
of civil air regulatory agencies.

(b) Pressurized aircraft:

(1) Except as provided in this section,
all passenger or convertible aireraft used
in service between points in the United
States and overseas areas will be pres-
surized. This requirement may be
waived by the procuring agency for cer-
tain traffic over specific routes when re-
quired by exigencies of the mission.

(2) All other factors being equal,
preference will be given to the use of
pressurized aircraft when tendered by
the carriers for travel between points
within the continental United States,

(¢) Uniform minimum standards of
service for the movement of personnel
for the Department of Defense via com-
mercial contract and charter air trans-
portation shall be developed by the
Single Manager for Traflic Management
and the Single Manager for Alrlift Serv-
ice (in coordination with the military
departments) in implementation of this
part, as they apply within the conti-
nental United States and to, from, and
outside the continental United States,
respectively. Such standards will pro-
yide for comfort of travel and service
which will be comparable to that avail-
able to and used by the general public.
The standards established may be
changed or walved by the procuring
agency only when such action is required
to meet exigencles of the mission.

Part 209 published at 21 F. R. 938
is hereby superseded and cancelled.
PERKINS MCGUIRE,

Assistant Secrelary of Defense
(Supply and Logistics) .

[F. R. Doc. 58-0480; Piled, Nov. 14, 1958;
8:45a, m.)

TITLE 39—POSTAL SERVICE

Chapter |—Post Office Department

Pant 15—MATTER MAILARLE UNDER SPECIAL
RULES

PART 36—SPECIAL CANCELLATIONS
MISCELLANEOUS AMENDMENTS

1, In § 15.7 Identification and mark-
ing (23 F. R. 7910) , amend paragraph (d)
to read as follows:

(d) Customs declaration tag for Canal
Zone. Any package of merchandise
weighing 16 ounces or more addressed to

RULES AND REGULATIONS

the Canal Zone shall have attached a
customs declaration, Form 2966, except
when addressed to a Government agency.
It is not sufficient to state on the customs
tag that a parcel contains merchandise
or a gift. The contents must be item-
ized and the value shown.

Nore: The corresponding Postal Manual
section 1s 125.74.

(R. 8. 161, an amended, 306, as amended; 5
U. 8. C, 22, 369)

2. In § 36.3 Application, make the fol-
lowing changes:

a. Amend the opening statement to
read as follows: “Application for a spe-
cial cancellation must be submitted in
writing to the postmaster at the post
office where the cancellation is to be used.
The application must provide the follow-
ing information:”

b, Amend paragraph (f) to read as
follows:

(f) Name and address of sponsor who
will pay the cost of special die hub,

Postmasters at first- and second-clags
post offices will forward applications to
the Postal Services Division, Bureau of
Operations, Post Office Department,

- Washington 25, D. C. Postmasters must

furnish with the applications the name
of the manufacturer and model of the
cancelling machine In use at thelr office:
and must be certain to specify whether
the machine Is new or old (square or
round type ring die) when applicable,
Postmasters at third- and fourth-class
post offices will inform applicants that
special cancellations may not be used at
these offices.

Nors: The corresponding Postal Manual
seotions are 1483 and 14631,
(R S. 161, ns amended, 306, asg amended, sece
1, 3, 42 Stat, 539, 540; 5 U. 8. C. 22, 309, 32
U. 8. C. 368)

. [sranLl HEeRBERT B. WARBURTON,
General Counsel,
[F. R. Doc. 58-9484; Piled, Nov. 14, 1058
8:40a.m.)

PROPOSED RULE MAKING

DEPARTMENT OF HEALTH, EDU-
CATION, AND WELFARE

Food and Drug Administration
[21 CFR Part 1211
Foop ADDITIVES
POULTRY FEEDS

Pursuant to the provisions of the Fed-
erial Food, Drug, and Cosmetic Act (sec.
409 (b) (5), 72 Stat. 1786; 21 U. 8. C.
348 (b (5)), the following notice is
issued:

A petition has been filed by Monsanto
Chemical Company, Lindbergh and Olive

Street Road, St. Louis 24, Missourl, pre
posing the issuance of a regulation t
establish a tolerance of 150 parts per mil-
lion (0.015 percent) of 12-dihydro-6«
ethoxy-2,2 4-trimethylquinoline, a chem-

fcal preservative, when used to protect
poultry feeds from oxidative destruction
of the carotenes, xanthophylls, and vita-
mins A, E, and K.

Dated: November 7, 1958,

[sEarn] GEo. P. Larnicx
Commissioner of Food and Drugs.

[FP. R. Doc. 58-9481; Filed, Nov. 14 1058;
8:456 & m.)

NOTICES

DEPARTMENT OF THE INTERIOR

Bonneville Power Administration
REDELEGATIONS OF AUTHORITY
MISCELLANEOUS AMENDMENTS

1. Section 7, Redelegations of Author-
ity, published in the Frperal REGISTER
March 9, 1955 (20 F. R. 1412), as
amended November 29, 1956 (21 F. R.
9333), is hereby amended to read as
follows:

Sxc. 7. Land activities, (a) The Chief
of the Branch of Land may:

(1) Negotiate for the purchase of all
interests in real estate and other rights
and privileges pertaining to real property
necessary for the Administration’s pro-
grams; and for the disposition of land
and property rights, except purchase or
disposition of eclectric utility system
properties;

(2) Approve appraisals, accept op-
tions, and authorize the purchase of all

tor th

interests In real estate necessary Jor =
Administration’s program, and autliorz
payment action thereon;

(3) Execute agreements under vhich
the Administration recelves or zrans
permits, franchises, or other ri ::ﬂl'-“
privileges pertaining to real properiy.

the

execute trust fund agreements [0
accomplishment of work for others
lating to real property owned I
Government and other agreemed
necessary for the protection of ! x
rights obtained by the Government, ¢
cept those involving power con
authorize the publication of ad
ments, notices, or proposals \xh‘»“
quired by law therefor; and autl
payment action thercon as requift=s.
(4) Issue the necessary purciiss
orders for procuring title services.
(b) The Principal Nm:ol.mtv‘r.’,‘!l
Principal Title Officer, and the ASSISHEC
to the Chief, Branch of Land, each 7
exercise the authority delegated by %
(1) of this section and, when the s U

re-

the
Lie

nts

the
nt
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invoived does not exceed $1500, the au-
thority delegated by paragraph (a) (2)
and (3) of this section,

(e) The Principal Title Officer may
exercise the authority delegated by (3)
(4) of this section when the amount does
not exceed $1500, and the Law Clerk
(Land) for land activities may exercise
similar authority when the amount in-
volved does not exceed $100. (Secre-
fary’s Order No. 2830; Secretary's
Order No. 2735, as amended January 19,
1054; Secretary's Order No. 2563, 15 F. R.
3183; Secretary’s Order No, 2763, as
amended, 22 F, R. 9196.)

2. Section 12 of said Redelegations of
Authority as amended and published in
the Froenal REGISTER March 6, 1958 (23
F. 1. 1605} is hereby amended to read
as follows:

Sxc. 12. Materials and equipment con-
tracts. (n) The Chief of Supply, with-
out monetary limitation, may:

(1) Execute contracts, amendments to
contracts, and procurement transac-
tions for materials, equipment and serv-
ices (excepting personal services and
services in connection with the transfer
or tranumission of electrical energy) ;

12) Execute contracts and amend-
ments to contracts for the disposal of
surplus personal property. (Secretary’s
Order No. 2642, as amended, 16 F. R.
6318, 19 F. R. 7417.)

(b) The Head of the Procurement
Section may exercise the authority dele-
gited to the Chief of Supply when the
amount involved does not exceed $50,000,

(¢) The Purchasing Agents may exer-
tise the authority delegated to the Chief
of Supply when the amount involved
does not exceed $2.500. {Departmental
Manual, Part 404, Chapter 1, Paragraph
b, dated September 4, 1958.)

Dated: November 6, 1958,

W, A. PEARL,
Administrator.
I¥. B. Doc, 58-9482; Piled, Nov, 14, 1958:
8:45 n. m.)

—

DEPARTMENT OF COMMERCE

Federal Maritime Board

N. V. Sroomvarsr MAATSCHAPPLY
(NEDERLAND) ET AL.

NOTICE OF AGREEMENT FILED FOR APPROVAL

Notice i3 hereby given that the follow-
"}t desoribed agreement has been filed
;“" the Board for approval pursuant to
Q»ﬂ;lo_x'x 15 of the Shipping Act, 1916 (39
St 733, 46 U, 8. C. 814)

Agreement No. 8338, between N. V.
e mvaart Maatschapplj “Nederland'
N“ Koninklijke Rotterdnmsche Lloyd,
Nodhh < (the carriers comprising the
;m 1(1 Line joint service) and Water-
mc" Steamship Corporation of Puerto
emo' c?vem the transportation of gen-
m;mcumo under through bills of lading
R Indig, Pakistan, Federation of Ma-
I:‘n;" {i‘olony of Singapore and Philippine
o “l f to Puerto Rico, with transship-
b:u:a 4t New Orleans, La. or Mobile, Ala-

Z Interested parties may inspect this
Eréement and obtain copies thereof at
Regulation Office, Federnl Maritime

FEDERAL REGISTER

Board, Washington, D. C,, and may sub-
mit, within 20 days after publication of
this notice in the FeperaL REGISTER, writ-
ten statements with reference to the
agreement and their position as to ap-
proval, disapproval, or modification, to-
gether with request for hearing should
such hearing be desired.

Dated: November 12, 1958,

By order of the Federal Maritime
Board.

GEO. A. VIENMANN,
Assistant Secretary.

[P. R, Doc. 58-0487; Filed, Nov. 14, 1658;
B:46 a. m.|

Office of the Secretary
[Dept. Order 46 (Revised) |
DmecTor OoF OFFICE OF ADMINISTRATIVE

OPERATIONS AND HEADS OF CERTAIN PRI~
MARY ORGANIZATION UxITs

DELEGATION OF CONTRACTING AUTHORITY

The material appearing at 21 F. R.
6718-6719 of September 6, 1956 is super-
seded by the following:

SrcrioN 1. Purpose. This order dele-
gates authority to approve and execute
contracts required for the performance
of the Department's functions,

Sgc. 2, Delegation of authorily. .01
Pursuant to authority vested in the Sec-
retary of Commerce by law, the Director
of the Office of Administrative Opera-
tions for those primary organization
units served by that office (the Office of
the Secretary, Office of Business Eco-
nomics, Business and Defense Services
Administration, and the Bureau of For-
elgn Commerce) and the head of each
other primary organization unit of the
Départment of Commerce are hereby
authorized, subject to the provisions of
this order and applicable laws and reg-
ulations, to approve and execute:

(1) Advertised contracts and accom-
panying bonds, including annual bid
bonds;

(2) Any contract which is supplemen-
tal to an advertised contract: and

(3) Negotlated contracts and accom-
panying bonds, luding annual bid
bonds, or any cobtract supplemental
thereto. (For the purpose of this order,
a negotiated contract is one entered into
without advertising, whether or not it
falls within any of the exceptions men-
tioned In R. S, 3709 (41 U.S.C.5).)

.02 The Director of the Office of Ad-
ministrative Operations and the heads of
primary organization units may redele-
gate the authority granted herein and
may impose such conditions and limita~
tions as they deem necessary,

Sec. 3. General provisions. .01 The
authority delegated herein shall not be
detmed to include contracting authority
delegated to the Secretary of Commerce
by the Administrator, General Services
Administration under Title IIT of the
Federal Property and Administrative
Services Act (63 Stat. 303; 41 U. 8. C.
251); as amended. These authorities
are generally redelegated to heads of
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affected OfMces and Bureaus on an in-
dividual basls as the need arlses,

.02 Any contract and supplement
thereto and amendments thereof for
services by a management consultant or
management consulting firm when au-
thorized by law, shall be approved by the
Assistant Secretary of Commerce for
Administration, regardless of amount,
prior to execution.

03 Contractual documents shall be
cleared by the Office of the General
Counsel or by the primary organization
unit legal staff, where one exists, in ac-
cordance with such instructions as may
be issued from time to time by the Office
of the General Counsel, or the appro-
priate legal staff,

Effective date: November 4, 1958,

SiNCcLAIR WEEKS,
Secretary of Commerce.

[¥. R, Doec, 58-9400; Filed, Nov. 14, 1058;
8:47a.m.]

| Dept. Order 83 (Revised) ]
ORGANIZATION, DUTIES AND FUNCTIONS
OFFICE OF THE SECRETARY OF COMMERCE

The material appearing' at 20 F. R.
2696-2697 of April 22, 1965 is superseded
by the following:

Secrion 1. Purpose. 'The purpose of
this order Is to define the broad authority
and functions of the Secretary of Com-
merce and to prescribe the method and
channels through which these functions
are performed.

Sec, 2. Secretary of Commerce. .01

. The Secretary of Commerce is responsi-

ble for the administration of the func-
tions and authorities asassigned to the
Department of Commerce broadly de-
scribed in the act of February 14, 1903
(32 Stat. 826), which reads In part as
Tollows:

It shall be the province and duty of the sald
Department (Department of Commerce) to
foster, promote, and develop the foreign and
domestic commerce, * * ¢ manufacturing,
shipping * * * industries, and the transporta-
tion facilities of the United States; and to
this end it shall be vested with jurisdiction
and control of the departments, bureaus,
ofices, and branches of the public service
hereinafter spocified, and with such other
powers and duties ns may be prescribed by
Inw.

.02 In addition to the generic au-
thority provided in the Act of February
14, 1903, supra, Reorganization Plan No.
5 of 1850 and Reorganization Plan No, 21
of 1950 transferred to the SBecretary of
Commerce, with certain exceptions not
here pertinent, the related functions and
authorities vested in all other officers
and organization units of the Depart-
ment of Commerce,

.03 The Secretary is also responsible
for advising the President on Federal
policy and programs affecting the indus-
trial and commercial segments of the nn-
tional economy within the scope of the
Department of Commerce,

04 The order of precedence to act as
Secretary of Commerde is established by
law and Executive Order which provide
that the following officers, in the order
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designated, shall perform the duties of
the Secretary of Commerce in the event
of the absence or sickness of the Secre-
tary, or until a successor is appointed in
the event of the vacancy of that position:

(1) The Under Secretary.

(2) The Under Secretary for Trans-
portation.

(3) The Assistant Secretaries of Com-
merce in the order of precedence as de-
termined by the dates of their commis-
slons.

(4) The General Counsel.

Sgc. 3. Office of the Secretary of Com-
merce. 01 The Office of the Secretary
of Commerce is composed of the follow-
ing officers and organization units:

(1) The Secretary of Commerce,

(2) The Under Secretary.

(3) The Under Secretary for Trans-
portation: Defense Alr Transportation
Administration.

(4) The Assistant Secretary for Do-
mestic Affairs.

() The Assistant Secretary for Inter-
national Affairs: Office of International
Trade Falrs.

(8) The Assistant Secretary for Ad-
ministration: Office of Budget and
Management, Office of Personnel Man-
agement, Office of Publications, Office of
Administrative Operations, Office of Se-
curity Control, Office of Field Services,
Emergency Planning Coordinator, Agen-
oy Inspection Staff, Appeals Board.

(1) The General Counsel,

(8) Office of Public Information.

.02 In the execution of his responsi-
bilities for the administration of the
functions and authorities assigned to the
Department of Commerce, the Secretary
has delegated, by separate orders, the

performance of certain specified func- *

tions, together with the related operating
authority, to the heads of the constituent
units of the Office of the Secretary and
to the heads of the primary organization
units of the Department.

.03 Exhibit 1 to this order indicates
the respective areas of functional super-
vision and authority exercised by the
heads of the constituent units of the
Office of the Secretary of Commerce and
identifies the applicable enabling De-
partment order.

Effective date: November 1, 1958.

SINCLAIR WEEKS,
Secretary of Commerce.

[P. R, Doc. 58-9401; Filed, Nov. 14, 1958;
8:47 a. m.}

[Dept. Order 128 (Revised) |
ORGANTZATION, DUTIES AND FUNCTIONS

UNDER SECRETARY OF COMMERCE FOR
TRANSPORTATION

This material supersedes the material
appearing at 21 P, R, 2129 of April 13,
1956 and amends section 2,01 of the ma-
terial appearing at 21 F. R, 4028 of June
12, 1056 by adding the words “for Trans-
portation” to the last line thereof.

Secrion 1. Purpose. The purpose of
this order is to describe the duties and
responsibilities of the Under Secretary of
Commerce for Transportation.

NOTICES

Sec. 2. Authority. .01 The duties and
responsibilities of the Under Secre-
tary of Commerce for Transportation
described in this order are assigned pur-
suant to the authority vested in the Sec-
retary of Commerce by law, including
authority under Reorganization Plan
Nos. 5 and 21 of 1950.

.02 All the authority vested In and
exercised by the heads of the Defense
Alr Transportation Administration, the
Bureau of Public Roads, Civil Aero-
nautics Administration, Weather Bu-
reau, Coast and Geodetic Survey, and
Maritime Administration and the Fed-
eral Maritime Board, except for such
regulatory or other functions specifically
reserved to the Board under the law,
are hereby made subject to the policy
direction and coordination of the Under
Secretary of Commerce for Transporta-
tion.

Sec. 3. Duties and responsibilities.
.01 The Under Secretary of Commerce
for Transportation shall:

(1) Serve as the principal advisor to
the Secretary on all policy matters con-
cerning transportation responsibilities
and activities of the Department of Com-
merce and on all matters which involve
the transportation policies of the Fed-
eral Government;

(2) Exercise policy direction over and
coordinate the transportation and re-
lated activities of the Department;

(3) Formulate an integrated trans-
portation program for the Department
and establish the Department’s position
respecting the development of over-all
transportation policy and program with-
in the executive branch of the Govern-
ment, including the mobllization aspects
thereof;

(4) Initiate action before the trans-
portation regulatory agencies when
such action appears to be appropriate
for the effectuation of transportation
policies and programs, or present the De-
partment’s views on matters under con-
sideration by such regulatory agencies
as they may affect the Department’s
programs or over-all transportation
policy:

(5) Serve as the local point within the
Department on all coordination activi-
ties of an interpartmental nature which
involve transportation matters, and rep-
resent the Department on the Alr Co-
ordinating Committee; and

(6) Consult with the Under Secretary
of Commerce, the Assistant Secretaries
of Commerce for Domestic Affairs, and
International Affairs, on matters of com-
mon interest in thelr respective areas of
responsibility.,

Sec. 4. Depuly Under Secretary of
Commerce for Transportation. 01 The
Deputy Under Secretary of Commerce
for Transportation shall serve as the
deputy to the Under Secretary of Com-
merce for Transportation and shall:

(1) Assist in the formulation of policy
proposals or changes in policy with re-
spect to over-all transportation programs
of the executive branch of the Govern-
ment,

(2) Be responsible for the general pol-
fcy guidance of program development
activities of the respective primary or-

ganization units*named in section 202
hereof; and

(3) Assist In the fulfillment of the
Department’s role in the effectuation of
transportation policies and programs,

.02 The Deputy Under Secretary
sumes the full responsibilities of
Under Secretary of Commerce for Trang
portation during the latter’s absence

Sgc. 5. Assistant to the Under Scere-
tary of Commerce for Transportulion.
The Assistant to the Under Secret
Commerce for Transportation shall pre

vide the staff assistance for the revie

and evaluation of all proposed Lranse
portation policies and programs on be
half of the Office of the Under Secrelary
of Commerce for Transportation; review
proposed programs initiated by the re-

spective primary organization units un
der the jurisdiction of the Under Socre
tary of Commerce for Transportalion,
and assist in the formulation of policy
proposals or changes in policy.

Effective date: November 1, 1952

SixcLAIR WeEES
Secretary of Commerce,

{F. D. Doc. 58-0492; Piled, Nov. 14, 1008
8:47a.m.|

[Dept. Order 183 (Revised) |

ORGANIZATION, DUTIES - AND FUNCTIONS
ASSISTANT SECRETARY OF COMMERCE yoR
DOMESTIC AFFAIRS

This material supersedes the material
appearing at 20 F. R. 904-005 of Febru-
ary 11, 1855. In addition sections 201
of the material appearing at 21 F. R
1665 of March 15, 1956 and-23 F. R. 4110
of June 11, 1958 are amended by substi-
tuting “The Assistant Secretary of
merce for Domestic Affairs” for
*Under Secretary of Commerce.”

Seorion 1. Purpose. ‘The purpose of
this order is to delegate and describe the
dutles and responsibilities of the Assist-
ant Secretary of Commerce for Domese
Affairs,

Sec. 2. Authority. 01 The duticsan
responsibilities of the Assistant Se
tary of Commerce for Domestic Affairs
described in this order are prescribed
pursuant to the authority vested In 1he
Secretary of Commerce by law, inciuds
ing Reorganization Plan No. 5 of 1950

02 All the authority vested in end
exercised by the heads of the Busines
and Defense Services Administration. the

Bureau of the Census, the Office of Bus-
ness Economics, the Patent Office &It
the National -Bureau of Standards b y
department orders or other delegations
of authority are hereby made subject t?
the policy direction and coordination o7
the Assistant Secretary of Commerce 5o
Domestic Affairs,

Src. 3. Duties and responsibilitics.
01 The Assistant Secretary of Com-
merce for Domestic Affairs shall:

(1) Serve as the principal advisor “‘;
the Secretary on all domestic aspects ©
the Department's responsibilities ; ._'..‘-'
cerning industry, trade, and related
economic activities;
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(2) Exercise policy direction and co-
ordinate the activities of the Department
relating to the promotion of domestic in-
dustry and trade; defense production
and mobllization preparedness of domes-
e industry; commodity and industrial
activity  reporting; the conduct of
censuses, surveys, and statistical analy-
tes; foreign excess property; analyses of
economic trends and conditions: scien-
tific and technological research; and
ssuance of patents;

(3) Consult with the Under Secretary
of Commerce, the Under Secretary for
Transportation, and the Assistant Secre-
tary for International Affairs on matters
of common - interest in their respective
areas of responsibility.

Effective date: November 1, 1958.

SiNcLAIR. WEEKS,
Secretary of Commerce,

{F. R, Doc. 58-0408; Piled, Nov. 14, 1058:
8:47 . m.)

[Dept, Order 163 (Rovised) )
CzcaN1zATION, DUTIES AND Fuxmoxs

ESTALISIMENT OF THE NATIONAL DEFENSE
EXECUTIVE RESERVE

The material appearing at 21 F. R.
3304-3805 of June 2, 1956, is superseded
by the following:

Swetion 1, Purpose. The purpose of
this order is to provide for the establish-
ment and administration of the National
Defense Executive Reserve in the De-
partment of Commerce,

Sec. 2. Legal basis—01 Statute. Sec-
tion 710 (&) of the Defense Production
Act of 1950, as amended, August 9, 1965
169 Stat. 583; 50 U. 8. C. App. 2160 (e)),
tuthorizes the President to provide for
lf:e establishment and training of a nu-
tous Executive Reserve for employment
A executive positions in Government
dll-"-m:_Dvriod.s of emergency.

\'402 L‘{--cuuvc Order. Executive Order
8 0’; 10660, of February 15, 1956, estab-
lished the National Defense Executive
gl:crvn: authorized the Director of the

"ot of Defense Mobilization to institute
ind administer the Executive Reserve
o;our:\m and to coordinate the activities
t}; OtI'Ju:f azencies in establishing units of
hrl“dr;rvx'.'e: and authorized the heads
b epa Timents and agencies designated
\(Tol[){]"-}- Director of the Office of Defense
ix u.'a'...:nn to establish units of the
d;ffu‘,"" Reserve and to select and
the Eﬁ;'fr Persons to serve as members of

t»-r&: ‘D-‘!v‘nsc Mobilization Order. De-
‘:‘:d...f.llrmimuon Order No, 1-21 (Re-
amons oed May 19, 1958, provides
o {wumvr things that departments
. “Sthcies of the Executive Branch
lu.;;'n“- rfmlor mobilization responsibil-
o ire authorized to establish national
'rf'.:!un:xl units of the Executive Re-
°Ct and designate members of

S5, and institute programs for

u-:.mmg.

o 2tteT from Director, Ofce of
ggftensc Mobilization, A letter from the

clor, Office of Defense Mobilization,

FEDERAL REGISTER

dated February 24, 1956, designates the
Department of Commerce as an agency
authorized to establish a unit of the
Reserve,

Skc, 3. Definitions. .01 The Execu-
tive Reserve is an organization composed
of persons selected from various seg-
ments of the civilian economy and from
Government who are to be trained for
assignment to executive positions in the
Federal Government during perlods of
emergency,

02 An Executive Reservist is a mem-
ber of the National Defense Executive
Reserve,

03 The Department of Commerce

Unit of the?National Defense Executive”

Reserve shall consist of all units of the
National Defense Executive Reserve
established in the several primary

organization units of the Department,
including both national and regional
the primary organiza-

Reserve units of
tion units,

Sec. 4. Policy and delegation of au-
thority. .01 It is the policy of the De-
partment of Commerce to establish and
maintain, where appropriate, an Execu-
tive Reserve unit as part of the man-
power mobilization base for national
security in each primary organization
unit having major mobilization respon-
sibilities. The head of each such primary
organization unit is hereby delegated
authority to establish an Executive Res-
erve unit, including a national unit and
such regional units as may in his opinion
be appropriate. In the Office of the
Secretary this authority will be exer-
cised by the Assistant Secretary for Ad-
ministration,

02 Each primary organization unit
establishing a Reserve unit in the Depart-
ment of Commerce shall establish a
training program which shall include but
not be limited to orientation sessions,
continuous and up-to-date information
on the Government organization and
program planned in the event of mobili-
zation, and information to keep the Re-
servist fully abreast of developments in
his field which affect the capacity of the
United States to mobilize its resources
in an emergency. The training pro-
grams will be carried out at Washing-
ton and regional levels as appropriate
and will include actual partfcipation in
the testing of mobilization plans at re-
location sites to the extent feasible.

03 Activities of persons by reason of
designation to the Executive Reserve
shall not include advising, consulting, or
acting on any matter pending before any
department or agency of the Government
but shall be limited to receiving training
for mobilization asslgnments under the
Executive Reserve Program,

04 The number of Executive Reserv-
ists will be limited to those for which
there Is a demonstrable need in the es-
sential mobilization functions for which
Lhel primary organization unit is respon-
sible,

05 Members of these Reserve units
shall be drawn, as appropriate, from all
#eographic areas and from all segments
of the economy concerned with the major
mobilization responsibilities of the pri=
mary unit, They may include persons
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now serving in Government on a full- or
part-time basis.

06 Specific qualification standards
must be established by each primary or-
Eanization unit for selection of Executive
Reservists. Reservists shall be persons
with broad experience in important
functional and industry areas and shall
be qualified to participate in an exec-
utive capacity In such areas in the
event of an emergency, Candidates for
the Executive Reserve will be selected on
the basis of each individual’s (a) quali-
fications to perform the duties and re-
sponsibilities of a contemplated mobili-
zation assignment and (b) likelihood of
being available in the event of full
mobilization.

07 Reservists will be chosen to serve
in major functional and industry areas,
€. g, priorities and directives, copper,
lumber, metalworking equipment, ete,,
and will not as a rule be selected for
specific positions. Exceptions to this
principle would include cases where {t is
deemed desirable to have predesignated
executive talentin depth to man top level
administrative posts.

.08 Policies and procedures relating
to the designation of members of national
Reserve units shall be applicable to the
designation of members of regional Re-
serve units,

Sgc. 5. Administration. .01 The Ex-
ecutive Reserve Program of the Depart-
ment of Commerce shall be under the
supervision of the Assistant Secretary of
Commerce for Administration, who will
be responsible for the conduct of the
program.

02 1In order to carry out his respon-
sibilities under this program, the Assist-
ant Secretary for Administration will
utilize the services of such other person-
nel of the Department as may be neces-
sary or desirable and will issue such reg-
ulations and instructions as he may deem
appropriate for this purpose.

.03 The Assistant Secretary of Com-
merce for Administration and the Ad-
ministrator, Business and Defense Serv-
ices Administration, have been named
10 serve as members of the Interagency
Executive Reserve Committee of the Of-
fice of Civil and Defense Mobilization.
The Assistant Secretary for Administra-
tion shall coordinate all llaizon with the
Office of Civil and Defense Mobilization
relating to the Reserve Program.

.04 Each primary organization unit
is authorized and directed to prescribe,
after clearance with the appropriate
Under Secretary or Assistant Secretary
and with the Assistant Secretary for Ad-
ministration, such operating procedures
and instructions not inconsistent with
this order as may be necessary or desir-
able to execute the peneral purposes of
this order in the light of their individual
operating requirements,

.05 In the interest of practioal opera-
tion as well as In the interest of economy,
the program shall be set up in such a WAy
that it functions automatically to the
maximum extent possible, using existing
material and information channels and
existing staff, Theadministrative proce-
dures involved in the program shall be
integrated with the existing administra-
tive procedures for current operations,
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06 Each primary organization unit
establishing a unit in the Executive Re-
serve Is responsible for avolding the is-
suance of jnvitations to persons already
in the Reserve and avoiding excessive
Government demands on a single em-
ployer. To assist agencies in carrying
out this objective, a central register of
Reszerve members will be maintained by
the Civil Service Commission for refer-
ence. Each primary organization unit
designating a person as 4 member of the
Reserve must notify the Commission of
such designation. Each primary organ-
jzation unit contemplating recruitment
of a person into the Reserve shall first

check with the Civil Service Commission -

to see whether the person has already
been designated a member of the Re-
serve.

07 Insofar as practicable, in order to
maintain sound relationships with em-
plovers, the consent of a proposed Re-
servist’s employer will be obtained prior
to negotiations with the proposed Re-
servist himself, except for former
employees of the National Production
Authority or of the Business and Defense
Services Administration.

.08 Prior to designation ns a member
of the Reserve, each proposed designee
must submit a statement of understand-
ing as to availability, with the formal
concurrence of his employer.

.09 When the proposed Reservist has
held a securily clearance from this De-
partment within the preceding year, the
formal invitation to become a member
and the designation as a member of the
Reserve may be issued, if otherwise in
order, When the proposed Reservist has
not held a security clearance from this
Department within the preceding year,
no designation nor any commitment as
to designation shall be made pending the
receipt of such clearance,

10 Designations as members of the
Reserve will be made by the Secretary,
on recommendsation of the head of the
primary organization unit concerned and
the Assistant Secretary for Administra-
tion.

.11 Under existing law Reservists are
not, by reason of designation as such,
subject to any requirement relating to
filing or publication of statements of
financial interests.

.12 With respect to training activities
under the Reserve Program, as limited
by Executivé Order No. 10660 and stated
in section 4 of this order, Reservists who
are not full-time Government employees
shall be exempt from the operation ef
sections 281, 283, 284, 434, and 1914 of
Title 18, United States Code, and section
190 of the Revised Statutes (5 U. 8. C.
99).

.13 Each Reservist will file an appro-
priate walver of compensation in connec-
tion with or as a part of his statement
of understanding.

.14 Members of the Executive Reserve
who are not full-time Government em-
ployees may be authorized transportation
and not to exceed $15 per diem in lieu
of subsistence while away from their
homes or regular places of business for
the purpose of participating in the Ex-
ecutive Reserve training program.,

>

- NOTICES

15 Records and reports, the forms
and procedures relating to designation of
Reservists, and conducting liaison with
the Civil Service Commission will be pre-
seribed In instructions to be issued by
or with the approval of  the Assistant
Secretary for Administration.,

Sg0. 6. Report. Heads of the primary
organization units will be responsible for
the preparation of such reporting ma-
terial as required by the Assistant Secre-
tary for Administration for inclusion in
the annual report from the Secretary to
the Director, Office of Civil and Defense
7 “obilization, regarding the organization,
training, and state of readiness of the
Department of Commerce*unit of the
Executive Reserve, indicating its slze,
composition, and representation, to-
gether with recommendations thereon.

Effective date: November 6, 1058,

SincLAIR WEEKS,
Secretary of Commerce.

[F. R. Doc. 58-8404; Piled, Nov. 14, 1958;
#:47 a. m.)

ATOMIC ENERGY COMMISSION
[Docket No, 27-10]
NucLear ExciNeering Co., INC.

AMENDMENT TO BYPRODUCT, SOURCE, AND
SPECIAL NUCLEAR MATERIAL LICENSE

Please take notice that the Atomlic
Energy Commission has issued the fol-
lowing Amendment (No. 1) to License
No. 4-3766-1 authorizing Nuclear Engi-
necring Company, Inc, as requested in
its applications for: license amendment
dated October 31, 1958, and November 4,
1958 to conduct Intrastate transporta-
tion of low-level liguid radioactive waste
material in cargo tanks, The Commis-
sion has found that such transportation
of low-level liquid waste In accordance
with the terms and conditions of the li-
cense as amended will not present undue
hazard to the health and safety of the
public and will not be inimical to the
common defense and security.

The Commission has found that prior
public notice of proposed issuance of this
amendment is not necessary in the pub-
lic interest since the conduct of the au-
thorized activities would not present any
substantial changes in the hazards to
the health and safety of the public from
thase presented by the previously ap-
proved waste disposal activities of the
licensee.

In accordance with the Commission’s
“Rules of Practice” (10 CFR Part 2) the
Commission will direct the holding of a
formal hearing on the matter of the
issuance of the license amendment upon
receipt of a request therefor from the
licensee or an intervener within thirty
days after the issuance of the license
amendment. For further details, see
the application for license amendment
submitted by Nuclear Engineering Com-
pany, Inc. which is on file at the Com-
mission’s Public Document Room, 1717

“H Street NW.,, Washington, D.C. A copy
of the applications may be obtained at
the Commission’s Public Document

Room or upon request addressed (o the
Atomic Energy Commission, Washing.
ton 25, D. C., Attention: Director, Dis
vision of Licensing and Regulation,

Dated at Germantown, Md., thls Tth
day of November 1858,

For the Atomic Energy Commission,

Janes R. Masox,
C’l 7. _.',
Isotopes Branch,

Division of Licensing and Regulation,
} [License No. 4-3786-1 (160), Amdt. 1)

In sddition to the sctivities previously au.

thorized by the Commission under Licetse
No. 4-3766-1, Nuclear Engineering Company,

Ine. (hereinafter referred to usa the “licens
sce”) is authorized to:
(1) Conduct Intrastata transportation of

low-lovel Hquid wastes In oargo tinks p-
proved under Bureau of Explosives Permit
612; and

(2) Transport and process ns low-le
liquid waste a total of 4000 gallons s
waste In concentrations not cxceeding
20102 uo/ee;

in accordance with the procedures and sub-
Ject to the llmitations stated in the o2's
applications for amendment dated Oclober
31, 1058, and November 4, 1968,

In conducting these activities the

shall comply with the oonditions
lations contained or incorporated !
No. 4-3768-1, except as provided ©
this amendment, and shall comply wilh §
followipg additional requirement:

All low jevel liguid wastes tran
cargo tanks to the licensee’s location
Cowell, Callfornia, or Kearny, Nc
shall be solidified and packed for d!
sea within three months from @
receipt of such material by the lic

Date of Issuance: November 7, 10

This amendment is effective as of e dat
of issuance,

For the Atomic Energy Commisston.
James B. Masown,
Chicl
Isotlopes Branch,
Division of Liconatng and Regulat
[F. R, Doo. 58-9470; Piled, Nov. 14, 1056
8:45 a. m.]

——

CIVIL AERONAUTICS BOARD
[ Docket No. 8071]

ALLTED AT FREIGHT, INC., ET AL.; COMMNOR
CONTROL AND INTERLOCKING RELATION-
SHIPS

NOTICE OF HEARING

In the matter of the joint application

of Allied Air Freight, Inc., Allied Alr
Freight International Corporatiot and
Allied Terminal Corporation for a9
proval of certain control and inleriocss

relationships pursuant to the pro-
vmlflom of secug:ns 408 and 400 of U‘l‘g
Civil Aeronautics Act of
amended. RO
Notice is hereby given, pursuant o .
Civil Aecronautlcs Act of liqu:. n
amended, that public hearing " ©-
above-entitled proceeding 1s MM"’J:S»CO
be held on November 17, 1958, at 10 1=
a. m., e. 8. t., in Room 1064, Tempo ‘
Building No. 5, 16th Street and (-0;1 C
tution Avenue NW., washington, D. Lx
before Examiner James 5. Keith.

1938,

ha
tne




Saturday, November 15, 1958

Dated at Washington, D. C., November

10, 1958,

{szaL) Francis W, Brown,

Chief Examiner.

[F. B. Doc. 58-0559; Filed, Nov. 14, 1088;
11:56 n. m.)

FEDERAL COMMUNICATIONS
COMMISSION
[Docket Nos. 12258, 12260; FCC 58M-1282]

Warsst VALLEY BROADCASTING CORP. AND
JLLIANA TELECASTING CORP,

ORDER CONTINUING HEARING

In re applications of Wabash Valley
Broadcasting Corporation, Terre Haute,
Indiana; Docket No. 12258, File No.
BPCT-2203; Illiana Telecasting Corpo-
ration, Terre Haute, Indiana; Docket No.
12260, File No. BPCT-2392; for construc-
tion permits for new Television Broad-
cast Stations (Channel 2),

The Hearing Examiner having under
consideration a joint motion for con-
tinuance filed by the two applicants
herein on November 7, 1958;

It appearing, that counsel for the
Chief of the Commission's Broadcast Bu-
reau has no objection to the grant of this
motion or to its immediate considera-
tion;

It is ordered, This 10th day of Novem-
ber 1958, that the above motion is grant-
ed, and the dates designated for various
procedural steps herein are postponed
as follows:

Date for exchange of exhibits, from No-

vember 10, 1958 to January 132, 1959,
Date for furthet prehearifig conference,
from November 19, 1858 to Janunry 21, 1950,

Hearing date, from December 1, 1058 to
February 2, 1950,

Released: November 12, 1958,
FEDERAL COMMUNICATIONS

Commission,
{sEAL] MarY JANE MORRIS,
Secretary.
[P, R. Doe. 58-0406: Filled, Nov, 14, 1968;
8:48 a4, m.]

[Docket No, 12588 ete.; FCC 58M-1283)
M. V. W. Ran10 CORF, ET AL,
ORDER GOVERNING COURSE OF HEARING

_In re applications of M, V. W. Radio
Corporation, San Fernando, California;
D_c;gkvn No. 12586, File No. BP-10888;
?\:L.vB, Incorporated (KGB), San Diego,
California; Docket No. 12587, File No.
Tf%“—l 1103; Robert S. Marshall, Newhall,
&;“;zro{nm: Docket No. 12588, File No.
SP-11705; William H, Wilson and Shir-
ley Ann Wilson, d/b as Wilson Broad-
;-'-}‘ttr:g Company, Oxnard, California;
Jocket No. 12589, File No. BP-11911; for

Construction permits,
b-»f-r is ordered, This 10th day of Novem-~
= 1058, that the following calendar,
Which was agreed upon by all parties at
t‘f\l'rth(‘arlng conference held on No-
c(' mber 4, 1958, shall govern the future
ourse of this proceeding;

F ~
5 ]:;;unge of englneering exhibits, January
Engineering conference, January 15, 1059,

N\

FEDERAL REGISTER

”ero Pprehearing conference, February 2,

‘Hearing, February 5, 1950,
Released: November 12, 1958, '
Feoenal. COMMUNICATIONS

COMMISSION,
[sEAL] Many JANE Moruis,
Secretary.
[P, R. Doc. 58-8407: FPiled, Nov. 14, 1058;
8:48 o, m.]

[Docket No, 12503; FCC 58M-1258]
Sovrr County BroApbcastiNGg Co.
ORDER CONTINUING HEARING CONFERENCE

In re application of Jack C. Salera,
tr/as South County Broadcasting Com-
pany, Wickford, Rhode Island; Docket
No. 12593, File No. BP-11383; for con-
struction permit,

Upon the Examiner's own motion: It
is ordered, This 10th day of November
1958, that the prehearing conference in
the above-entitled proceeding presently
scheduled to be held on November 12,
1658, ;.s hereby continued to December
3, 1058,

Released: November 10, 1958.
FEoERAL COMMUNICATIONS

CoMmIssION,
[sEaLl MM)' JANE MoRnis,
z Secretary.
[F. R. Doc. 58-0408; Filed, Nov, 14, 1958;
8:48 a. m.)

[Docket Nos. 12650-12651; FCC 58-1041]

OROVILLE Broancasteirs (KMOR) AxD
James E. WaLrLey

ORDER DESIGNATING APPLICATIONS FOR
CONSOLIDATED HEARING ON STATED ISSUES

In re applications of Oroville Broad-
casters (KMOR), Oroville, California;
Dacket No. 12650, File No. BR-1926; for
renewal of license, James E, Walley,
Oroville, California; Docket No, 12651,
File No. BP-11655; for construction per-
mit for new standard broadcast station,

At a session of the Federal Communi-
cations Commission held at its offices in
Washington, D, C,, on the 5th day of
November 1958;

The Commission having under con-
sideration the application (BR-1926) of
Oroville Broadeasters for renewal of
lHeense of standard broadcast Station
KMOR, Oroville, California, on 1340
kilocycles, 250 watts, unlimited time, and
the application (BP-11655 as amended)

f James E. Walley requesting a con-
truction permit for a new standard
broadcast station to operate on 1340 kilo-
cycles, 250 watts, unlimited time, in
Oroville, California; and

It appearing, that the above-captioned
applications are mutually exclusive, in
that operation by more than one of the
applicants, as proposed, would result in
mutually destructive Interference; and
that the proposed operation of James E.
Walley would cause objectionable inter=
ference to Stations KCRA, Sacramento,
Callfornia (1320 ke, 1 kw, 5 kw-LS, DA-2,
U) and Station KATO, Reno, Nevada
(1340 ke, 250 w, V) ; and

It further appearing, that by letters
dated June 3 and 25, 1958, the licensees
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of Stations KEATO and KCRA, respec-
tively, expressed intentions of appearing
at a hearing on the application of James
E, Walley; and

It further appearing, that pursuant to
section 309(b) of the Communications
Act of 1934, as amended, the Commis=-
slon on May 26, 1958, notified the aboye-
named applicants of the fact that their
applications were mutually exclusive;
of the fact that the proposed operation
of James E. Walley-would cause objec~
tionable interference to Stations KCRA,
Sacramento and KATO, Reno; of all ob-
Jections to a grant of their applications;
of the need for a hearing; and that the
applicants were afforded an opportunity
toreply; and

It further appearing, that upon due
consideration of the above-captioned
applications, the amendments filed
thereto, and the Commission's letters
with respect thereto and the replies of
the parties, the Commission finds that
pursuant to section 309 (b) of the Com-
munications Act of 1934, as amended, a
hearing is necessary on the above-cap-
tioned applications; that the applicants
herein are qualified in all respects to
construct, own and operate the proposed
standard broadcast stations except with
respect to the matters set forth in the
issues listed below;

It is ordered, That pursuant to section
309 (b) of the Communications Act of
1934, as amended, the above-captioned
applications of Oroville Broadeasters
and James E. Walley are designated for
hearing in a consolidated proceeding at
& time and place to be specified In & sub-
sequent order upon the following issues:

1. To determine the areas and populn-
tions which would receive primary serv-
ice from each of the proposed operations
and the availability of other primary
service to such areas and populations,

2. To determine whether the proposed
operation of James E. Walley would
cause objectionable Interference to Sia-
tions KCRA, Sacramento, California,
and KATO, Reno, Nevada, or any other
existing standard broadcast stations,
and, if so, the nature and extent thereof,
the areas and populations affected
thereby, and the availability of other
primary service to such areas and
populations,

3. To determine whether the applica-
tion of James E. Walley was filed in
good faith or whether said application
was filed for the purpose of hindering
and obstructing a grant of the abova
application for renewal of license or the
assignment of said license,

4. To determine whether Oroville
Broadcasters discontinued operation of
Station KMOR without Commission con-
sent and abandoned said station con~
trary to the provisions of its license and
ru:u violation of § 3.71 of the Commission’s

es

5. To determine whether Oroville
Broadcasters is financially qualified to
own and operate proposed standard
broadcast Station KMOR.

6. To determine whether Oroville
Broadcasters operated Station KMOR
without having in full-time employment
an operator holding a radio-telephone
first class operator license as required by
§3.93 (¢) of the Commission’s rules.
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7. To determine on a comparative
basis which of the operations proposed
fn the above-captioned applications
would better serve the public interest in
the light of the evidence adduced under
the fore¢oing issues and the record made
with respect to the significant differences
between the applicants as to:

(&) The background and experience
of each of the above-named applicants
having a bearing on its ability to own
and operate the proposed stations,

(b) The proposals of each of the
above-named applicants with respect to
the management and operation of the
proposed stations,

(¢) The programming service proposed
in each of the above-mentioned appli-
cations.

8. To determine, in the light of the
evidence adduced pursuant to the fore-
going issues, which, if either, of the
above applications should be granted.

It is further ordered, That the issues
in the above-entitled proceeding may be
enlarged by the Examiner, on his own
motion or on petition-properly filed by
8 party to the proceeding and upon suf-
ficient allegations 'of fact in support
thereof, by the addition of the foliow-
ing issue:

To determine whether the funds avail-
able to the applicant will give reasonable
assurance that the proposals set forth in
the application will be effectuated.

1t is jurther ordered, That KCRA, Inc.,
and Robert L. Stoddard trading as Sierra
Broadcasting Company, licensees of
Stations KCRA and KATO, respectively,
are made puarties to this proceeding; and

It is further ordered, That to avail
themselves of the opportunity to be
heard, the applicants and parties re-
spondents herein, pursuant to § 1,140 of
the Commission's rules, in person or by
attorney, shall within 20 days of the
maliling of this order, file with the Com-
mission, in triplicate, a written appear-
ance stating an intention to appear on
the date fixed for the hearing and pres-
ent evidence on the issues specified in
this order.

Adopted: November 5, 1958.
Released: November 12, 1958.

FEpERAL COMMUNICATIONS
COMMISSION,
MarY JANE MORRIS,
Secretary.

[P. R. Doc. 58-9400; Piled, Nov. 14, 1058;
8:48 a, m.)

[seaLl

NOTICES

[Change List 126]
CANADIAN BROADCAST STATIONS
LIST OF CHANGES, PROPOSED CHANGES, AND CORRECTIONS IN ASSIGNMENTS

Ocroser 30, 1058,

Notification under the provisions of Part III.-section 2 of the North Amcrican
Regional Broadcasting Agreement, :
List of changes, proposed changes, and corrections In assignments of Canadian

broadcast stations modifying appendix containing assignments of Canadian broad-
cast stations (Mimeograph 47214-3) attached to the recommendations of the North
American Regional Broadeasting Agreement Engineering Meeting.
Anton« | Behod- Bxpoctod date of
Call letters Location Powor kw na ube Class | oo Lol
operniion
500 Ke.
COPNB (PO: 550 Xe 5 | Prodericton, N. Boooo AW eesanaea| DAZ | U NI | BIO 10152
kw DA-N III),
CFVBR o ooeeeoeioeeneee.| Budbury, Ontacio.....| 1w ....c....] ND D nr Now la operation
90 Ke.
CEAR . oeeeeeeenenes. Huntavills, Ontario..} 1XW. oo DA | © m Do,
P Ke.
(] o7 ol Montreal, P, Q....... Skw...... IDpAa| U L | Now |
B nrw [} wil
ktey .
o
% Ke,
CFCL (rO: 850 ke 1 | Thnmins, Ontarle.....| 10 kw D25kw N,| DA-2 U I E10 W0
kw DA-1 11T} SR
Loy e e Winmipeg, Manitobn..| 10%w D23 kw N/ DAN| U I | Now 3
730 Ke.
CIN R crrvrnsostassmnd Bliad River, Ontarto. | 1 XwW. o ooenaeee..| DA-N U I Do
800 Ke.
CBRO v rvsndavnsnsss Quichel, P Queeeaneses 10XW .o enens DA-1 u I Da.
%) Ke. I
CFPL (PO: 880 ko 5 | Londong, Ontarlo. ... WkwDiSkwN...| DA2| U m | E0
kw DA-2 ITD),
123 KRe. :
CRDA.covamaecaannans VRO B 0ttt M KWS v saseouvan DA< U 1 Now n
1280 Ke,
ORI Ao s ceanas Victoria, B, Coeeeeeens SRV DAL e IO n.";
CIMS8 (PO: 1280 ko 5 | Mantren), P. Q......... WkwD/5kwN...| DA2| U mr | E10 1w
kw DA-T 1I),
1240 Ke. » ¢ "
CRAR. o eeeeaseoesses] Huntsyllle, Ontario. .| 0.25 KW .. coeeas ND U IV, | Deete
1280 Ke, -
OELC e tie A Kingston, Ontario.....| Skw. oo ..ccc...| DA2] U 1 | Now in !
1400 Ke. " .
CEDI e eecsesneosoee) Atiherst, N, 8. coveaee) 028 kW. o iees ND u v Do
1570 Ke. . ak:Al
CHUB. ccvvesesannnees]| Nanalmo, B. C....... KW cctivanemeer| DA2| TU 1 | EloN :

Norte: Inndvertently the notification for CHUB, Nanaimo, British Columbin, was doielés

fn Change List No. 125. The notification for CHUB on this list, No, 128, is de

that of list No. 119 and supplementary information notified at that time will apply.

FEDERAL COMMUNICATIONS COMMISSION,
MArY JANE MORRIS,
Secretary.

[F. B. Doc. 58-2500; Filed, Nov. 14, 1058; 8:48 a. m.]

[sEAL)
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