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Counties, California, shall be eligible for 
price support.

(b) States outside the commercial 
wheat-producing area. Any producer in 
States outside of the commercial wheat- 
producing area shall be eligible for price 
support without regard to wheat acre
age allotments in accordance with other 
regulations issued by Commodity Credit 
Corporation governing eligibility for 
price support. However, wheat produced 
in violation of a restrictive lease on 
Federally-owned land or produced on 
any newly irrigated or drained lands 
within any Federal irrigation or drain
age project as provided in section 211 
of the Agricultural Act of 1956 shall not 
be eligible for price support.

§ 421.3030 Effect of unknowingly ex
ceeding farm ufheat acreage allotment; 
method of determination. The wheat 
acreage on a farm shall not be deemed 
to be in excess of the wheat acreage al
lotment for the purpose of price sup
port unless the operator knowingly 
exceeded such allotment. If the wheat 
acreage "allotment is in fact exceeded, 
such allotment shall be considered as 
having been knowingly exceeded unless 
the operator of the farm establishes to 
the satisfaction of the county committee 
in accordance with paragraphs (a ), (b), 
or (c) of this section that he has not 
knowingly exceeded his allotment and the 
determination of the county committee 
is approved on review by the State 
committee. The State administrative 
officer may act in behalf of the State 
committee with respect to review of de
terminations under paragraphs (a) and
(b) of this section.

(a) Erroneous notice of acreage allot
ment. The wheat acreage allotment for 
the farm will not be considered to be 
knowingly exceeded in any case where 
through error in a county or State office 
the farm operator was officially notified 
in writing of a wheat acreage allotment 
for the 1958 crop which was larger than 
the finally-approved acreage allotment, 
the farm operator or any producer on the 
farm, acting solely on the information 
contained in the erroneous notice, 
planted an acreage to wheat in excess 
of the finally-approved acreage allot
ment, .and where the other conditions 
of this paragraph are satisfied. The de-, 
termination of eligibility for price sup
port for the farm under the foregoing 
circumstances will be based on the acre
age allotment contained in the erroneous 
notice, and if the acreage planted to 
wheat on the farm is adjusted to the al
lotment contained in the erroneous notice 
within the time limits for disposal of 
excess acreage as provided in 7 CFR 
728.855, Wheat Marketing Quota Regu
lations for 1958 and Subsequent Crop 
Years (7 CFR 728.850 to 728.895; 23 F. R. 
2549) and any amendments thereto, the 
farm will not be considered to be over
planted. Before the farm operator or 
any producer on the farm can be said to 
have relied upon the erroneous notice, 
the circumstances must have been such 
that he had no cause to believe that the 
acreage allotment notice was in error.
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To determine this fact, the date of any 
corrected notice in relation to the time of 
planting; the size of the farm; the 
amount of~wheat customarily planted; 
and all other pertinent facts should be 
taken into consideration.

(b) Erroneous notice of measured 
acreage. The wheat acreage allotment 
for the farm will not be considered to be 
knowingly exceeded in any case where
(4) the lack of compliance was caused 
by reliance in good faith by the farm 
operator on an erroneous notice of meas
ured acreage issued in accordance with 
applicable regulations; (2) neither the 
farm operator nor any producer on the 
farm had actual knowledge of the error 
in time to adjust the excess acreage in 
accordance'with applicable regulations;
(3) the incorrect notice was the result 
of an error made by an employee of the 
county or State office in-reporting, com
puting, or recording the allotment crop 
acreage for the farm; (4) neither the 
farm operator nor any producer on the 
farm was in any way responsible for the 
error; and (5) the extent of the error 
in the erroneous notice was such that the 
farm operator would not reasonably be 
expected to question the acreage of which 
he was erroneously notified.

(c) Failure to measure acreage or 
notify operator. The wheat acreage al
lotment for the farm will not be consid
ered to be knowingly exceeded in any case 
where through no fault of the farm oper
ator or any producer on the farm, the 
wheat acreage was not measured or the 
farm operator was not notified of the 
measured acreage in time to dispose of 
the excess acreage prior to the final date 
for the disposition of excess acreage: 
Provided, That the excess acreage was 
relatively small and the farm operator 
establishes that because of the relative 
smallness of the excess and the unavail
ability to him of any recent measure
ments of the field acreages on the farm, 
he had no reason to believe the wheat 
acreage was in excess of the farm acreage 
allotment. Nothing in this paragraph 
shall affect any producer’s liability for 
penalties on excess wheat determined 
under the Wheat Marketing Quota Reg
ulations for 1958 and Subsequent Crop 
Years (7 CFR 728.850 to 728.895; 23 F. R. 
2549), and any amendments thereto.

§ 421.3031 Application for review and 
request for reconsideration. Any pro
ducer who is dissatisfied with any deter
mination with respect to compliance 
with his wheat acreage allotment may, 
within 15 days after the date of mailing 
to him Form MQ-24, “Notice of Farm 
Acreage Allotment and Marketing 
Quota”, or Form MQ-93—Wheat, “No
tice of Farm Marketing Quota and Farm 
Marketing Excess of Wheat”, file a writ
ten application for review of such de
termination by a review committee: 
Provided, That such application for re
view is based on a determination which 
the producer has the right to have re
viewed under 7 CFR 711.13, Marketing 
Quota Review Regulations as issued by 
the Secretary of Agriculture (7 CFR Part 
711; 21 F. R. 9365), and amendments 
thereto. Unless application for review

is made within such 15-day period, such 
determination shall be final.

Issued this 18th day of June 1958.
[SEAL] T r u e d . Morse,

Acting Secretary.
[F. R. Doc. 58—4748; Filed, June 23, 1958* 

8:48 a. m.]

TITLE 26— INTERNAL REVENUE
Chapter I— Internal Revenue Service, 

Department of the Treasury
P art 81—R egulations Relating to 

Estate Tax

SUPERSEDURE OF PART

Cross R eference: For supersedure of 
this part, see Title 26 (1954), Chapter I 
Part 20, infra.

TITLE 26— INTERNAL REVENUE, 
1954

Chapter I— Internal Revenue Service, 
Department of the Treasury 

[T. D. 6298]
P art 1—Income T ax; Taxable Years

B eginning After D ecember 31,1953
PURCHASE OF STOCK

On March 29, 1958, notice of proposed 
rule making regarding an amendment to 
the regulations under section 334 (b) (2) 
of the Internal Revenue Code of 1954 
was published in the F ederal Register 
(23 F. R. 2104). No objection to the 
rules proposed having been received dur
ing the 30-day period prescribed in the 
notice, the amendment set forth below 
is hereby adopted:

Sectibn 1.334-1 (c) of the Income Tax 
Regulations (26 CFR Part 1) is amended 
by striking subparagraph (3) and insert
ing in lieu thereof the following :

(3) (i) Except as provided in sub
division (ii) of this subparagraph, in the 
case of a seriés of purchases of stock, 
the two-year period specified in section 
334^(b) (2) (A) shall begin on the day 
following the earliest date which is the 
end of a period of twelve months or less 
within which the amount of stock re
quired by section 334 (b) (2) (B) was 
acquired. For example, assume that 20 
percent of the stock of corporation A 
is purchased on each of the following 
dates: April 1, 1956, June 30, 1956, Sep
tember 30, 1956, December 31, 1956, and 
June 1,1957. The two-year period shall 
begin on January 1, 1957. However, if 
the first purchase of 20 percent of the 
stock occurs on November 1, 1955 (in
stead of April 1, 1956), then the two- 
year period shall begin on June 2, 1957.

(ii) If a plan of liquidation is adopted 
on br before December 24, 1958, subdivi
sion (i) of this subparagraph shall not 
apply and the rule of subdivision (iii) 
of this subparagraph shall apply unless 
the parent corporation elects to have the 
rule of subdivision (i) of this subpara
graph apply. Such election shall be
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made by the parent corporation either 
S  a statement attached to its return 
(filed within the time prescribed for Bl
ink including any extensions of time) 
for’the taxable year within which such 
nlan is adopted, or ip a statement filed on 
or before September 22, 1958, with the 
district director with whom such corpo
ration’s return for such taxable year was 
filed. The election, once made, shall be
irrevocable. . . . . .

(iii) The rule referred to in subdivi
sion (ii) of this subparagraph is as
follows: .

(a) In the case of a series of pur
chases of stock, the two-year period 
specified in section 334 (b) (2) (A) shall 
begin on the day following the date of 
the last such purchase if the amount of 
stock specified in section 334 (b) (2)
(B) is purchased during the preceding 
twelve months.

(b) Application o f the rule prescribed  
in (a) of this subdivision m ay be illus
trated by the follow ing exam ple:

Example. Twenty percent of the stock of 
corporation A is purchased on each of the 
following dates: April 1, 1954> June 30, 1954, 
September 30, 1954, December 31,-1954, and 
April 1, 1955. Although 80 percent of the 
stock of corporation A had been purchased 
as of December 31, 1954, the date of the last 
transaction of the series of transactions 
described in section 334 (b) (2) (B ) is  April 
1, 1955, and therefore the two-year period 
shall begin on April 2, 1955.
(Sec. 7805, 68A Stat. 917; 26 U. S. C. 7805)

[seal!  R ussell C. Harrington, 
Commissioner of Internal Revenue.

Approved: June 18,1958.
Fred C. Scribner, Jr.,

Acting Secretary of the Treasury.
[P. R. Doc. 58-4715; Filed, June 23, 1958;

8:45 a. m.]

[T. D. 6296]
Part 20—Estate Tax; Estates of D e
cedents Dying After August 16, 1954
Part 301—Procedure and Administration

On October 16,1956, notice of proposed 
rule making regarding (1) the Estate 
Tax Regulations (26 CFR Part 20) under 
chapter 11 of subtitle B of the Internal 
Revenue Code of 1954 and under certain 
sections of subtitle P of the Internal 
Revenue Code of 1954, and (2) amend
ments to conform the Regulations on 
Procedure-and Administration (26 CFR 
Part 301) to section 2 of the Act of Au
gust 6,1956 (Public Law 1011,84th Cong., 
70 Stat. 1075), was published in the F ed
eral Register (21 F. R. 7850). After 
consideration of all such relevant matter 
as was presented by interested persons 
regarding the rules proposed, the follow
ing regulations are hereby adopted. Ex
cept as specifically provided otherwise, 
such regulations are applicable to estates 
of decedents dying after August 16,1954:

Paragraph 1. The following Estate Tax 
Regulations are hereby prescribed under 
Chapter 11 of Subtitle B of the Internal 
Revenue Code of 1954 and under certain 
sections of Subtitle F of the Internal 
Revenue Code of 1954:

Sec.
20.0-1
20.0-2

I ntroduction

Introduction.
General description of tax.

Estates of Citizens or Residents

t a x  IMPOSED

20.2001 Statutory provisions; rate of tax.
20.2001- 1 Rate of tax.
20:2002 Statut6ry provisions; liability for 

payment.
20.2002- 1 Liability for payment of tax.

CREDITS AGAINST TAX

20.2011 Statutory provisions; credit for 
State death taxes.

20.2011- 1 Credit for State death taxes.
20.2011- 2 Limitation on credit if a deduc

tion is allowed under section 2053 (d).
20.2012 Statutory provisions; credit for gift 

tax.
20.2012- 1 Credit for gift tax.
20.2013 Statutory provisions; credit for tax 

on prior transfers. ■
20.2013- 1 Credit for tax on prior transfers.
20.2013- 2 “First limitation”.
20.2013- 3 “Second limitation”.
20.2013- 4 Valuation of property transferred.
20.2013- 5 “Property” and “transfer” defined.
20.2013- 6 Examples.
20.2014 Statutory provisions; credit for 

foreign ¿ieath taxes.
20.2014- 1 Credit for foreign death taxes.
20.2014- 2 “First limitation”.
20.2014- 3 “Second limitation”.
20.2014- 4 Application of credit in cases 

involving a death tax convention.
20.2014- 5 Proof of credit.
20.2014- 6 Period of.limitations on credit.
20.2015 Statutory provisions; credit for 

death taxes on remainders.
20:2015-1 Credit for death taxes on re

mainders.
20.2016 Statutory provisions; recovery of 

taxes claimed as credit.
20.2016-1 Recovery of death taxes claimed 

as credit.
GROSS ESTATE

20.2031 Statutory provisions; definition of 
gross estate.

20.2031- 1 Definition of gross estate; valua
tion of property.

20.2031- 2 Valuation of stocks and bonds.
20.2031- 3 Valuation of interests In busi

nesses.
20.2031- 4 Valuation of not^s.
20.2031- 5 Valuation of cash on hand or on 

deposit.
20.2031- 6 Valuation of household and per

sonal effects.
20.2031- 7 Valuation of annuities, life 

estates, terms for years, remainders and 
reversions.

20.2031- 8 Valuation of certain life insur
ance and annuity contracts.

20.2031- 9 Valuation of other property.
20.2032 Statutory provisions; alternate 

valuation. /
20.2032- 1 Alternate valuation.
20.2033 Statutory provisions; property In 

which the decedent had an interest.
20.2033- 1 Property in which the decedent 

had an interest.
20.2034 Statutory provisions; dower or

curtesy interests. /
20.2034- 1 Dower or curtesy interests.
20.2035 Statutory provisions; transactions 

in contemplation of death.
20.2035- 1 Transactions in contemplation of 

death.
20.2036 Statutory provisions; transfers with 

retained life estate.
, 20.2036-1 Transfers with retained life 

estate.
20.2037 Statutory provisions; transfers tak

ing effect at death.
20.2037-1 Transfers taking effect at death.
20.2038 Statutory provisions; revocable 

transfers.

Sec.
20.2038- 1 Revocable transfers.
20.2039 Statutory provisions; annuities.
20.2039- 1 Annuities.
20.2039- 2 Annuities under “qualified plans”.
20.2040 Statutory provisions; Joint inter

ests.
20.204Ô-1 Joint interests.
20.2041 Statutory provisions; powers of ap

pointment.
20.2041- 1 Powers of appointment; in gen

eral.
20.2041- 2 Powers of appointment created on 

or before October 21, 1942.
20.2041- 3 Powers of appointment created 

after October 21, 1942.
20.2042 Statutory provisions; proceeds of 

life insurance.
20.2042- 1 Proceeds of life insurance.
20.2043 Statutory provisions; transfers for 

insufficient consideration.
20.2043- 1 Transfers for insufficient consid

eration.
20.2044 Statutory provisions; prior interests.
20.2044- 1 Applicability to p r e - e x i s t i n g  

transfers or interests.
TAXABLE ESTATE

20.2051 Statutory provisions; definition of 
taxable estate.

20.2051- 1 Definition of taxable estate.
20.2052 Statutory provisions; exemption.
20.2052- 1 Exemption.
20.2053 Statutory provisions; expenses, in

debtedness, and,taxes.
20.2053- 1 Deductions for expenses, indebt

edness, and taxes; in general.
20.2053- 2 Deduction for funeral expenses.
20.2053- 3 Deduction for expenses of admin

istering estate.
20.2053- 4 Deduction for claims against the 

estate; in general.
20.2053- 5 Deductions for charitable, etc., 

pledges or subscriptions.
20.2053- 6 Deduction for taxes.
20.2053- 7 Deduction for unpaid mortgages.
20.2053- 8 Deduction for expenses in admin

istering property not subject to claims.
20.2053- 9 Deduction for certain State death 

taxed.
20.2054 Statutory provisions; losses.
20.2054- J. Deduction for losses from casual

ties or theft.
20.2055 Statutory provisions; transfers for 

public, charitable, and religious uses.
20.2055- 1 Deduction for transfers for pub

lic, charitable, and religious uses; in  
general.

20.2055- 2 Transfers not exclusively for char
itable purposes.

20.2055- 3 Death taxes payable out of chari
table transfers.

20.2055- 4 Disallowance of charitable, etc., 
deductions because of “prohibited trans
actions”.

20.2056 (a) Statutory provisions; bequests, 
etc., to surviving spouse; allowance of 
marital deduction.

20.2056 (a ) - l  Marital deduction; in general.
20.2056 (a)-2 Marital deduction; “deducti

ble interests” and “nondeductible in
terests”.

20.2056 (b) Statutory provisions; bequests, 
etc., to surviving spouse; limitation in 
the case of life estate or other terminable 
interest.

20.2056 (b ) - l Marital deduction; limitation 
in case of life estate or other “termi
nable interest”.

20.2056 (b)-2 Marital deduction; interest in 
unidentified assets.

20.2056 (b)-3 Marital deduction; interest of 
spouse conditioned on survival for lim
ited period.

20.2056 (b )-4  Marital deduction; valuation 
of interest passing to surviving spouse.

20.2056 (b)-5 Marital deduction; life estate 
with power' of appointment in surviv
ing spouse.
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Sec.
20.2056 (b)-6 Marital deduction; life in 

surance or annuity payments with power 
of appointment in surviving spouse.

20.2056 (c) Statutory provisions; bequests, 
etc., to surviving spouse; limitation on 
aggregate of deductions.

20.2056 (c) —1 Marital deduction; limitation 
on aggregate of deductions; in general.

20.2056 (c)-2 Marital deduction in cases in
volving community property.

20.2056 (d) Statutory provisions; bequests, 
etc., to surviving spouse; disclaimers.

20.2056 (d ) - l Marital deduction; effect of 
disclaimers.

20.2056 (e) Statutory provisions; bequests, 
etc., to surviving spouse; definition.

20.2056 (e ) - l  Marital deduction; definition 
of "passed from the decedent”.

20.2056 (e)-2 Marital deduction; definition 
of “passedsfrom the decedent to his sur
viving spouse”;

20.2056 (e)-3 Marital deduction; definition 
of “passed from the decendent to a per
son other than his surviving spouse”. 1

Estates op Nonresidents Not Citizens

20.2101 Statutory provisions; tax imposed.
20.2101- 1 Estates of nonresidents not citi

zens; tax imposed.
20.2102 Statutory provisions; credits against 

tax.
20.2102- 1 Estates of nonresidents not 

citizens; credits against tax.
20.2103 Statutory provisions; definition of 

gross estate.
20.2103- 1 Estates of nonresidents n o t  

citizens; “entire gross estate”.
20.2104 Statutory provisions; p r o p e r t y  

within the United States.
20.2104- 1 Estates of nonresidents not citi

zens; property within the United States.
20.2105 Statutory provisions; property with- 

- out the United States.
20.2105- 1 Estates of nonresidents not citi

zens; property without the United States.
20.2106 Statutory provisions; taxable estate.
20.2106- 1 Estates of nonresidents not citi

zens; taxable estate; deductions in 
general.

20.2106- 2 Estates of nonresidents not citi
zens; deductions for expenses, losses, etc.

_ Miscellaneous

20.2201 Statutory "provisions; members of 
the Armed Forces dying during an in
duction period.

20.2201- 1 Members of. the Armed Forces 
dying during the induction period.

20.2202 Statutory provisions; missionaries 
in foreign service.

20.2202- 1 Missionaries in foreign service.
20.2203 Statutory provisions; definition of

executor. .
20.2203- 1 Definition of executor.
20.2204 Statutory provisions; discharge of 

executor from personal liability.
20.2204- 1 Discharge of executor from per

sonal liability, i
20.2205 Statutory provisions; reimburse

ment out of estate. '
20.2205- 1 Reimbursement out of estate.
20.2206 Statutory provisions; liability of life 

insurance beneficiaries.
20.2206- 1 Liability of life insurance bene

ficiaries.
20.2207 Statutory provisions; liability of re

cipient of property over which decedent 
had power of appointment.

20.2207- 1 Liability of recipient of property 
over which decedent had power of ap
pointment.

P rocedure and Administration

20.6001 Statutory provisions; notice or regu
lations requiring records, statements, 
and special returns.

20.6001-1 Persons required to keep records, 
and render Statements.

.20.6011 Statutory provisions; general re
quirement of return, statement, or list.

Sec. *
20.6011-1 General requirement of return, 

statement, or list.
20.6018 Statutory provisions; estate tax re

turns.
20.6018- 1 Returns.
20.6018- 2 Returns; person required to file 

return.
20.6018- 3 Returns; contents of returns.
20.6018- 4 Returns; documents to accom

pany the return.
20.6036 Statutory provisions; notice of 

qualification as executor or receiver.
20.6036-1 Notice of qualification as executor.
20.6071 Statutory provisions; time for filing 

returns and other documents.
20.6071-1 Time for filing of preliminary 

notice.
20.6075 Statutory provisions; time for filing 

estate tax return.
20.6075-J. Returns; time for filing estate tax 

return.
20.6081 Statutory provisions; extension of 

time for filing returns.
20.6081-1 Extension of time for filing the 

return.
20.6091 Statutory provisions; placé for filing 

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

documents.
20.6151 Statutory provisions; time and 

place for paying tax shown on returns!
20.6151-1 Time and place for paying tax 

shown on the return.
20.6161 Statutory provisions; extension of 

time* for paying tax.
20.6161- 1 Extension of time for paying tax

shown on the return. x
20.6161- 2 Extension of time for paying de

ficiency in tax.
20.6163 Statutory provisions; extension of 

time for payment of estate tax on' value 
of reversionary or remainder interest in 
property. )

20.6163-1 Extension of time for payment of 
estate tax on value of reversionary or 
remainder Interest in property.

20.6165 Statutory provisions; bonds where 
time to pay tax or deficiency has been 
extended.

"20.6165-1 Bonds where time to pay tax or 
deficiency has been extended.

20.6314 Statutory provisions; receipt for 
taxes.

20.6314-1 Duplicate receipts for payment of 
estate taxes.

20.(5321 Statutory provisions; lien for taxes.
20.6321-1 Lien for taxes.
20:6322 Statutory provisions; period of lien.
20.6323 Statutory provisions; v a l i d i t y  

/  against mortgagees, 'pledgees, purchasers,
and judgment creditors.

20.6323— 1 Validity a g a i n s t  mortgagees, 
pledgees, purchasers, and judgment 
creditors.

20.6324 Statutory provisions; special liens 
for estate and gift taxes.

20.6324— 1 Special lien for estate tax.
20.6325 Statutory provisions; release of lien 

or partial discharge of property.
20.6325— 1 Release of lien or partial dis

charge of property; transfer certificates 
in nonresident estates.

20.6601 Statutory provisions; interest on 
underpayment, nonpayment, or exten
sions of time for payment, of tax.

20.6601-1 Interest on underpayment, non
payment, or extensions of time for pay
ment, of tax.

20.7101 Statutory provisions; form of bonds!
20.7101-1 Form of bonds.
20.7404 Statutory provisions; authority to 

bring civil action for, estate taxes.
Authority: §§20.0-1 to 20.7404 issued

under sec. 7805, I. R. C. 1954; 68A Stat. 917;
26 U. S. C. 7805.

Introduction

§ 20.0-1 Introduction— (a) In gen-
eral. The regulations in this part are

designated “Estate Tax Regulations’* 
The regulations in this part pertain to
(1) the Federal estate tax imposed by 
chapter 11 of subtitle B of the Internal 
Revenue Code on the transfer of estates 
of decedents dying after August 16, 1954,
and (2) certain related administrative
provisions of subtitle F of the Code. It 
should be noted that the application of 
many of the provisions of the regula
tions in this part may be affected by the 
provisions of an applicable death tax 
convention with a foreign country. Un
less otherwise indicated, references in 

»the regulations to the “Internal Rev
enue Code” or the “Code” are references 
to the Internal Revenue Code of 1954, as 
amended, and references to a section or 
other provision of law are references to 
a section or other provision of the In
ternal Revenue Code of 1954, as 
amended. Unless otherwise provided, 
the Estate Tax Regulations are applic
able to the estates of decedents dying 
after August 16, 1954, and supersede the 
regulations contained in Part 81, Sub- 
ehapter B, Chapter I, Title 26, Code of 
Federal Regulations (1939) (Regulations 
105, Estate T ax), as prescribed and made 
applicable to the Internal Revenue Code 
of 1954 by Treasury Decision 6091, 
signed August 16, 1954 (19 F. R. 5167, 
Aug. 17, 1954).

(b) Scope of regulations—(1) Estates 
of citizens or residents. Subchapter A of 
chapter 11 of the Code pertains to the 
taxation of the estate of a person who 
was a citizen or a resident of the United 
States air the time of his death. The 
term “resident” means a decedent who, 
at the time of his death, had his domicile 
in the United States. The term “United 
States”, as used in the Estate Tax Reg
ulations, includes only the States, the 
Territories of Alaska and Hawaii, and the 
District Of Columbia (see section 7701
(a) (9 )). A person acquires a domicile 
in a place by living there, for even a brief 
period of time, with no definite present 
intention of later removing therefrom. 
Residence without the requisite intention 
to remain indefinitely will not suffice to 
constitute domicile, nor will intention to 
change domicile effect such a change un-. 
less accompanied by actual removal. The 
regulations pursuant to subchapter A are 
set forth in §§ 29.2001-1'to 20.2056 (e)-3.

(2) Estates of nonresidents not cit
izens. Subchapter B of chapter 11 of the 
Code pertains to the taxation of the 
estate of a person who was a nonresident 
not a citizen of the United States at the 
time of his death. A “nonresident” is a 
decedent who, at the time of his death, 
had his domicile outside the United 
States under the principles set forth in 
subparagraph (1) of this paragraph. 
(See, however, section 2202 with respect 
to missionaries in foreign service.) The 
regulations pursuant to subchapter B are 
set forth in §§ 20.2101-1 to 20.2106- 2.

(3) Miscellaneous substantive pro
visions. Subchapter C of chapter 11 of 
the Code contains a number of miscella
neous substantive provisions. The regu
lations pursuant to subchapter C are sec 
forth in §§ 20.2201-1 to 20.2207-1.

(4) Procedure and administration 
provisions. Subtitle F of the Interna 
Revenue Code contains some sectio
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which are applicable to the Federal es
tate tax. The regulations pursuant to 
those sections are set forth in §§ 20.6001 -. 
1  to 20 7101-1. Such regulations do not 
purport to be all the regulations on pro
cedure and administration which are 
pertinent to estate tax matters. For the 
remainder of the regulations on pro
cedure and administration which are 
pertinent to estate tax matters, see Part 
301 of this chapter.

(c) Arrangem ent a n d  numbering. 
Each section of this part (except this 
section and § 20.0-2) is 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 
Code since—

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

(2) The sections of the regulations in 
this part are preceded by a section sym
bol and the part number, arabic number 
20 followed by a decimal point (§ 20;); 
and

(3) The sections of the Code are pre
ceded by “Sec.”. Each section of the 
regulations setting forth law or regula
tions is designated by a number com
posed of the part number followed by a 
decimal point (20.) and the number of 
the corresponding provision of the In
ternal Revenue Code. In the case of a 
section setting forth regulations, this 
designation is followed by a hyphen (-) 
and a number identifying such section. 
By use of these designations one can 
ascertain the sections of the regulations 
relating to a provision of the- Code. 
Thus, the section of the regulations set
ting forth section 2012 of the Internal 
Revenue Code is designated § 20.2012 and 
the regulations pertaining to section 
2012 are designated § 20.2012-1.

§ 20.0-2 General description of tax—
(a) Nature of tax. The Federal estate 
tax is neither a property tax nor an in
heritance tax. It is a tax imposed upon 
the transfer of the entire taxable estate 
and not upon any particular legacy, de
vise, or distributive share. v Escheat of a 
decedent’s property to the State for lack 
of heirs is a transfer which causes the 
property to be included in the decedent’s 
gross estate.

(b) Method of determining tax; estate 
of citizen or resident—(1) In general. 
Subparagraphs (2). to  (5) o f th is para
graph contain a general description of 
hie method to be used in  determ ining the  
Federal estate tax  im posed upon th e  
transfer of the estate of a decedent who  
was a citizen or resident of th e  U nited  
States at the tim e of h is death.

(2) Gross estate. The first step in de
termining the tax is to ascertain the 
total value of the decedent’s gross estate. 
The value of the gross estate includes 
the value of all property (except real 
Property situated outside of the United 
States) to the extent of the interest 
therein of the decedent at the time of 

heath. However, the gross estate 
also may include property in whi6h the 
ecedent did not have an interest at the 
I?1® bis death. A decedent’s gross 

estate for Federal estate tax purposes 
therefore be very dil'erent from 

wie same decedent’s estate fcr local pro

bate purposes. Examples of items which 
may be included in a decedent’s gross 
estate and not in his probate estate are 
the following; certain property trans
ferred by the decedent during his life
time without adequate consideration; 
property held jointly by the decedent 
and others; property over which the'de
cedent had a general power of appoint
ment; proceeds of certain policies of in
surance on the decedent’s life; annui
ties; and dower or curtesy of a surviving 
spouse or a statutory estate in lieu 
thereof. For a detailed explanation of 
the method of ascertaining thq value of 
the gross estate, see sections 2031 
through 2044, and the regulations there
under.

(3) Taxable estate. The second step 
in determining the tax is to ascertain 
the value of the decedent’s taxable es
tate. The value of the taxable estate is 
determined by subtracting from the 
value of the gross estate the authorized 
exemption and deductions. Under vari
ous conditions and limitations, deduc
tions are allowable for expenses, in
debtedness, t a x e s ,  losses, charitable 
transfers, and transfers to a surviving 
spouse. For a detailed explanation of 
the method of ascertaining the value of 
the taxable estate, see sections 2051 
through 2056, and the regulations 
thereunder.

(4) Gross estate tax. The third step 
is the determination of the gross estate 
tax. This is accomplished by the ap
plication of certain rates to the value of 
the decedent’s taxable estate. In this 
connection, see section 2001 and the 
regulations thereunder.

(5) Net estate tax payable. The final 
step is the determination of^ the net 
estate tax payable. This is done by sub
tracting from the gross estate tax the 
authorized credits against tax. Under 
certain conditions and limitations, cred
its are allowable for the following (com
puted in the order stated below):

(i) State death taxes paid in connec
tion with the decedent’s estate (section 
2011);

(ii) Gift taxes paid on inter-vivos 
transfers by the decedent of property

included in his gross estate (section 
2012);

(iii) Foreign death taxes paid in con
nection with the decedent’s estate (sec
tion 2014); and

(iv) Federal estate taxes paid on 
transfers of property to the decedent 
(section 2013).
Sections 2015 and 2016 contain certain 
further rules for the application of the 
credits for State and foreign death 
taxes. For a detailed explanation of the 
credits against tax, see sections 2011 
through 2016, and the regulations 
thereunder.

(c) Method of determining tax; estate 
of nonresident not a citizen. In general, 
the method to be used in determining 
the Federal estate tax imposed upon the 
transfer of an estate of a decedent who 
was a nonresident not a citizen of the 
United States is similar to that described 
in paragraph (b) o f this section with 
respect to the estate of a citizen or resi
dent. Briefly stated, the steps are as 
follows: first, ascertain the value of that 
part of the decedent’s “entire gross 
estate**" which at the time of his death 
was situated in the United States (see 
§§ 20.2103-1 and 20.2104-1; second, de
termine the value of the taxable estate 
by subtracting from the value of that 
part of the “entitfe gross estate” which 
was situated in the United States at the 
time of the decedent’s death the amount 
of the allowable deductions (see § 20.- 
2106-1); third, compute the gross estate 
tax on the taxable estate, using the rates 
set forth in section 2001 (see § 20.2101- 
1); and fourth, subtract from the gross 
estate tax the total amount of any al
lowable credits in order to arrive at the 
net estate tax payable (see § 20.2102-1).

Estates of Citizens or R esidents 
tax imposed

§ 20.2001 , Statutory provisions; rate 
of tax.

Sec. 2001. Rate of tax. A tax computed In 
accordance with the following table is hereby 
imposed on the transfer of the taxable estate, 
determined as provided in section 2051, of 
every decedent, citizen or resident of the 
United States dying after the date of enact
ment of this title:

If the taxable estate is— The tax shall be—
Not over $5,000___ _̂__________*______ 3 percent of the taxable estate.
Over $5,000 but not over $10,000_______ $150, plus 7 percent of excess over $5,000.
Over $10,000 but not over $20,000-,_____ $500, plus 11 percent of excess over $10,000.
Over $20,000 but not over $30,000— ___ $1,600, plus 14 percent of excess over $20,000.
Over $30,000 but not over $40,000_____ » $3,000, plus 18 percent of excess over $30,000.
Over $40,000 but not over $50,000™___ $4,800, plus 22 percent of excess over $40,000.
Over $50,000 but not over $60,000______ $7,000, plus 25 percent of excess over $50,000.
Over $60,000 but not over $100,000____ _ $9,500, plus 28 percent of excess over $60,000.
Over $100,000 but not over $250,000____ $20,700, plus 30 percent of excess over $100,000.
Over $250,000 but not over $500,000____ ■ $65,700, plus 32 percent of excess over $250,000.
Over $500,000 but not over $750,000____ $145,700, plus 35 percent of excess over $500,000.
Over $750,000 but not over $1,000,000__ $233,200, plus 37 percent of excess over $750,000.
Over $1,000,000 but not over $1,250,000— $325,700, plus 39 percent of excess over $1,000,000.
Over $1,250,000 but not over $1,500,000— $423,200, plus 42 percent of excess over $1,250,000.
Over $1,500,000 but not over $2,000,000— $528,200, plus 45 percent of excess over $1,500,000.
Over $2,000,000 but not over $2,600,000— $753,200, plus 49 percent of excess over $2,000,000.
Over $2,500,000 but not over $3,000,000— $998,200, plus 53 percent Of excess over $2,500,000.
Over $3,000,000 but not over $3,500,000— $1,263,200, plus 56 percent of excess over $3,000,000.
Over $3,500,000 but not over $4,000,000— $1,543,200, plus 59 percent of excess over $3,500,000.
Over $4,000,000 but not over $5,000,000— $1,838,200, plus 63 percent of excess over $4,000,000.
Over $5,000,000 but not over $6,000,000— $2,468,200, plus 67 percent of excess over $5,000,000.
Over $6,000,000 but not over $7,000,000.» $3,138,200, plus 70 percent of excess over $6,000,000.
Over $7,000,000 but not over $8,000,000____ $3,888,200, plus 73 percent of excess over $7,000,000.
Over $8,000,000 but not over $10,000,000. $4,568,200, plus 76 percent of excess over $8,000,000.
Over $10,000,000___ __________________ $6,088,200, plus 77 percent of excess over $10,000,000.
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§ 20.2001-1 Rate of tax. (a) The 

gross estate tax is computed by the ap
plication of progressively graduated 
rates to the value of the decedent’s tax
able estate in accordance with the fol
lowing table:

T a b l e  f o e  C o m p u t a t io n  o f  G b o s s  E st a t e  T a x

(A)
Taxable 
estate 

equal to' 
or more 
than—

(B)

Taxable 
estate 

less than—

(°)
Tax on 
amount 

in
column

(A)

(D)
Rate of tax 
on excess 

over amount 
in column 
; (A)

$5,000
10,000

Percent3
$5,000 $150 7
io,ooo 20,000 500 11
20,000 30,000 MOO 14
30,000 40,000 3,000 18

• 40,000 50,000 4,800 22
50,000 60,000 7,000 25
60,000 - 100,000 9,500 28

100,000 250,000 20,700 30
250,000 500,000 65,700 32
500,000 750,000 145,700 35
750,000 1, 000,000 233,200 37

1, 000,000 1,250,000 325,700 39
1, 250,000 1, 500,000 423,200 42
1,500,000 2, 000,000 528,200 45
2, 000,000 2,500,000 763,200 49
2,500,000 3,000,000 998,200 53
3;U00,000 3,500,000 1, 263,200 56
3,500,000 4,000,000 1,543,200 y J  59
4,000,000 5,000,000 1,838,200 63
5,000,000 6, 000,000 2,468,200 67
6, 000,000 7,000,000 3,138,200 70
7,000,000 8, 000,000 3,838,200 73
8, 000,000 10, 000,000 4,568,200 76

10, 000,000 6,088,200 77 -

(b) The application of the table may 
be illustrated by the following example:

sion of any property of the decedent is 
required to pay the entire tax to the 
extent of the value of the property in 
his possession. See section 2203, defin
ing the term “executor”. The personal 
liability of the executor or such other 
person is described in section 3467 of 
the Revised Statutes (31 U. S. C. 192) 
as follows:

Every executor, administrator, or assignee, 
or other person, who pays, in whole or in  
part, any debt due by the person or estate 
for whom or for which he acts before he 
satisfies and pays the debts due to the United 
States from such person or estate, shall be
come answerable in his own person and 
estate to the extent of such payments for the 
debts so due to the United States, or for so 
much thereof as may remain due and unpaid.^
As used in said section, the word “debt” 
includes a beneficiary’s distributive share 
of an estate. Thus, if the executor pays 
a debt due by the decedent’s estate or 
distributes any portion of the estate be
fore all the estate tax is paid, he is 
personally liable, to the extent of the 
payment or distribution, for so much of 
the estate tax as remains due and unpaid. 
In addition, section 6324 (a) (2) pro
vides that if the estate tax is not paid 
when due, then the spouse, transferee, 
trustee (except the trustee of an em
ployee’s trust which meets the require
ments of* section 401 (a )), surviving 
tenant, person in possession of the prop
erty by reason of the exercise, nonexer-'

cise, or release of a power of appoint
ment, or beneficiary, who receives, or has 
on the date of the decedent’s death, 
property included in the gross estate un
der sections 2034 through 2042, is per
sonally liable for the tax to the extent 
of the value, at the time of the decedent’s 
death, of such property. See also the 
following related sections of the Internal 
Revenue Code: Section 2204, discharge 
of executor from personal liability; sec
tion 2205, reimbursement out of estate* 
sections 2206 and 2207, liability of life 
insurance beneficiaries and recipients of 
property over which decedent had power 
of appointment; sections 6321 through 
6325, concerning liens for taxes; and sec
tion 6901 (a) (1), concerning the liabil
ities of transferees and fiduciaries.

CREDITS AGAINST TAX

§ 20.2011 Statutory provisions; credit 
for State death taxes.

Sec. 2011. Credit for State death taxes—(a) 
In general. The tax Imposed by section 2001 
shall be credited with the amount of any 
estate, inheritance, legacy, or succession 
taxes actually paid to any State or Territory 
or the District of Columbia, or any posses
sion of the United States, in respect of any 
property included in the gross estate (not 
Including any such taxes paid with respect 
to the estate of a person other than the 
decedent).

(b) Amount of credit. The credit allowed 
by this section shall not exceed the appro
priate amount stated in the following table:

If the taxable estate is— The maximum tax credit shall be—
Not over $90,000—_— _______—_______ fioths of 1 percent of the amount by which the

taxable estate exceeds $40,000.
Over $90,000 but not over $140,000-------- $400 plus 1.6 percent of the excess over $90,000.
Over $140,000 but not over $240,000____ $1,200 plus 2.4 percent of the excess over $140,000.
Over $240,000 but not over $440,000____ $3,600 plus 3.2 percent of the excess over $240,000.
Over $440,000 but not over $640,000____ $10,000 plus 4 percent of the excess over $440,000.
Over $640,000 but not over $840,000____ $18,000 plus 4.8 percent of the excess over $640,000.
Over $840,000 but not over $1,040,000___ $27,600 plus 5.6 percent of the excess dver $840,000.
Over $1,040,000 but not over $1,540,000__ $38,800 plus 6.4 percent of the excess over $1,040,000.
Over $1,540,000 but not over $2,040,000_$70,800 plus 7.2 percent of the excess over $1,540,000,
Over $2,040,000 but not over $2,5A0,000__ $106,800 plus 8 percent of the excess over $2,040,000.

'Over $2,540,000 but not over $3,040,000_$146,800 plus 8.8 percent of the excess over $2.«
7 540,000.

Over $3,040,000 but not over $3,540,000__ $190,800 plus 9.6 percent of the excess over $3,-
040.000.

Over $3,540,000 but not, over $4,040,000_$238,800 plus 10.4 percent of the excess over $3,-
540.000.

Over $4,040,000 but not over $5,040,000__ $290,800 plus 11.2 percent of the excess over $4,-
040.000.

0verj£5,040,000 but not over $6,040,000__ $402,800 plus 12 percent of the excess over $5,-
040.000.

Over $6,040,000 but not over $7,040,000__ $522,800 plus 12.8 percent of the excess over $6,-
040.000.

Over $7,040,000 but not over $8,040,000_d. $650,800 plus 13.6 percent of the excess over $7,-
040.000.

Over $8,040,000 but not over $9,040,000__ $786,800 plus 14.4 percent of the excess over $8,-
040.000.

Over $9,040,000 but not over $10,040,p00_ $930,800 plus 15.2 percent of the excess over $9,-
040.000.

Over $10,040,000_____________ ;______ _ $1,082,800 plus 16 percent of the excess over $10,-
040.000.

Example. The decedent died January 1, 
1955, having a gross estate of $600,000. The 
exemption and authorized deductions 
amount to $75,000, thus leaving a taxable 
estate of $525,000. Reference to the table 
discloses that the specified amount in column 
(A) nearest ̂ to and less than the value of 
the decedent’s taxable estate is $500,000. The 
tax upon this amount, as indicated in col
umn (C), is $145,700. The amount by which 
the taxable estate exceeds the same specified 
amount - is $25,000. The tax upon this 
amount, computed at the rate of 35 percent 
indicated in column (D ), is $8,750. Thus, 
the total gross estate tax upon a taxable 
estate of $525,000 is $154,450. Prom this 
amount, the credits authorized by sections 
2011 through 2014 are subtracted in order to 
determine the net estate tax payable.

§ 20.2002 Statutory provisions; liabil
ity for payment.

S e c . 2002. Liability for payment. The tax 
Imposed by this chapter shall be paid by the 
.executor.

§ 20.2002-1 Liability for payment of 
tax. The Federal estate tax imposed 
both with respect to the estates of citi
zens or residents and with respect to 
estates of nonresidents not citizens is 
payable by the executor or administrator 
of the decedent’s estate. This duty 
applies to the entire tax, regardless of 
the fact that the gross estate consists in 
part of property which does not come 
within the possession of the executor 
or administrator. If there is no execu
tor or administrator appointed, qualified 
and acting in the United States, any 
person in actual or constructive posses

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

(T) If a petition for redetermination of a 
deficiency has been filed with the Tax Court

within the time prescribed in section 6213
(a ), then within such 4-year period or before 
the expiration of 60 days after the decision 
of the Tax Court becomes final.

(2) If, under section 6161, an extension o 
time has been granted for payment of tn 
tax shown on the return, or of a deficiency, 
then within such /4-year period or before tae

/
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date of the expiration of the period of the 
extension. /
Refund based on the credit may (despite the 
provisions of sections 6511 and 6512) be made 
if claim therefor is filpd within the period 
above provided. Any such refund shall be 
made without interest.

(d) Basic estate tax. The basic estate tax 
and the estate tax imposed by the Revenue 
Act of 1926 shall be .125 percent of the amount 
determined to be the maximum credit pro
vided by subsection (b). The additional 
estate tax shall be the difference between the 
tax imposed by section 2001 or 2101 and the 
basic estate tax.

(e) Limitation in cases involving deduc
tion under section 2053 '(d). In any case 
where a deduction is allowed under section 
2053 (d) for an estate, succession, legacy, or 
inheritance tax imposed-upon a transfer for 
public, charitable, or religious uses «described 
in section 2055 or 2106 (a) (2), the allowance 
of the credit under this section shall be 
subject to the following conditions and 
limitations:

(1) The taxes described in subsection (a) 
shall not include any estate, i succession, 
legacy, or inheritance tax for which a deduc
tion is allowed under section 2053 (d ).

(2) The credit shall not exceed the lesser 
of—

(A) The amount stated in subsection (b) 
on a taxable estate determined by allowing 
the deduction authorized by section 2053 (d ), 
or

(B) That proportion of the amount stated 
in subsection (b) on a taxable estate deter
mined without regard to the deduction au
thorized by section 2053 (d) as (i) the 
amount of the taxes described in subsection 
(a), as limited by the provisions of paragraph 
(1) of this subsection, bears to (ii) the 
amount of the taxes described in subsection
(a) before applying the limitation contained 
in paragraph (1) of this subsection.

(3) If the amount determined under sub- 
paragraph (B) of paragraph (2) is less than 
the amount determined under subparagraph 
(A) of that paragraph, then for purposes of 
subsection (d) such lesser amount shall be 
the maximum credit provided by subsection
(b) .
[Sec. 2011 as amended by sec. 3, Act of Peb. 
20, 1956 (Pub. Law 414, 84th Cong., 70 Stat. 
24)]

§ 20.2011-1 Credit for State death 
taxes—(a) In general. A credit is al
lowed under section 2011 against the 
Federal estate tax for estate, inheritance, 
legacy or succession taxes actually paid 
to any State, Territory, or possession of 
the United States, or the District of Co
lumbia (hereafter referred to as “State 
death taxes”) ..The credit, however is al
lowed only f or State death taxes paid (1) 
with respect to property included in the 
decedent’s gross estate, and (2) with re
spect to the decedent’s estate. The
amount of the credit is subject to the 
limitation described in paragraph (b) ol 
this section. It is subject to further limi
tations described in § 20.2011-2 if a de
duction is allowed under section 205c
(d) for State death taxes paid with re
spect to a charitable gift.

(b) Amount of credit. (1) If the de
cedent's taxable estate does not exceec
540,000, the credit for State death taxes 
. zero- If the decedent’s taxable estate 
aoes not exceed $40,000, the credit foi 
tate death taxes is limited to an amounl 
omputed in accordance with the fol

lowing table:
No. 123 -2

T a b l e  f o b  C o m p u t a t io n  o f  M a x im u m  C r e d it  f o b  
S t a t e  D e a t h  T a x e s

(A)
Taxable 

estate equal 
to or more 

than—

(B)

Taxable 
estate less 

than—

(O)

Credit on 
amount hi- 
column (A)

(D)
Rates of 
credit on 

excess over 
amount in 
column (A)

$40,000 $90,000
Percent

0 .8
90,000 140,000 $400 1 .6

140,000 240,000 1,200 2.4
240,000 440,000 3,600 3.2
440,000 640,000 10,000 4.0
640,000 840,000 18,000 4.8
840,000 1,040,000 27,600 5.6

1,040,000 1,540,000 38,800 6.4
1,540,000 2,040,000 70,800 7.2
2,040,000 2,540,000 106,800 8 .0
2,540,000 3,040,000 146,800 8 .8
3,040,000 3,540,000 190,800 9.6
3,540,000 4,040,000 238,800 10.4
4,040,000 6,040,000 290,800- 11.2
6,040,000 6,040,000 402,800 12 .0
6,040,000 7,040,000 522,800 12 .8
7,040,000 8,040,000 650,800 13.6
8,040,000 9,040,000 786,800 14.4
9,040,000 10,040,000 930,800 15.2

10,040,000 1,082,800 16.0

(2) Subparagraph <1) of this para
graph may be illustrated by the follow
ing example:

Example, (i) The decedent died January 1, 
1955, leaving a taxable estate of $150,000. On 
January 1, 1956, inheritance taxes totaling 
$2,500 were actually paid to a State with  
respect to property included in the dece
dent’s gross estate. Reference to the table 
discloses that the specified amount in col
umn (A) nearest to but less than the value 
of the decedent’s taxable estate is $140,000. 
The maximum credit in respect of this 
amount, as indicated in column (C), is 
$1,200. The amount by which the taxable 
estate exceeds the same specified amount is 
$10,000. The maximum credit in respect of 
this amount, computed at the rate of 2.4 
percent indicated in  column (D), is $240. 
Thus, the maximum credit in respect of the 
decedent’s taxable estate of $150,000 is $1,440, 
even though $2,500 in inheritance taxes was 
actually paid to the State.

(ii) If, in subdivision (i) of this' example, 
the amount actually paid to the State was 
$950, the credit for State death taxes would 
be limited to $950. If, in subdivision (i) of 
this example, the decedent’s taxable estate 
was $35,000, no credit for State death taxes 
would be allowed.

(c) Miscellaneous limitations an d  con
ditions to credit—(1) Period of limita
tions. The credit for State death taxes 
is limited under section 2011 (c) to those 
taxes which were actually paid and for 
which a credit was claimed within four 
years after the filing" of the estate tax 
return for the decedent’s estate. If, 
however, a petition has been filed with 
The Tax Court of the United States for 
the redetermination of a deficiency with
in tjie time, prescribed in section 6213
(a ), the credit is limited to those taxes 
which were actually paid and for which 
a credit Was claimed within four years 
after the filing of the return or within 
60 days after the decision of The Tax 
Court becomes final, whichever period 
is the last to expire. Similarly, if an 
extension of time has been granted under 
section 6161 for payment of the tax 
shown on the return, or of - a deficiency, 
the credit is limited to those taxes which 
were actually paid and for which a credit 
was claimed within four years after the 
filing of the return, or before the date of 
expiration of the period of the extension, 
whichever period is last to expire. See

section 2015 for the applicable period of 
limitations for credit for State death 
taxes on reversionary or remainder in
terests if an election is made under sec
tion 6163 (a) to postpone payment of 
the estate tax attributable to reversion
ary or remainder interests. If a claim 
for refund based on the credit for State 
death taxes is filed within the applicable 
period described in this subparagraph, a 
refund may be made despite the general 
limitation provisions of sections 6511 and 
6512. Any refund based on the credit 
described in this section shall be made 
without interest.

(2) Submission of evidence. Before 
the credit for State death taxes is al
lowed, evidence that such taxes have been 
paid must b§ submitted to the district 
director. The district director may re
quire the submission of a certificate from 
the proper officer of the taxing State, 
Territory, or possession of the United 
States, or the District of Columbia, show
ing*. (i) The total amount of tax imposed 
(before adding interest and penalties and 
before allowing discount); (ii) the 
amount of any discount allowed; (iii) 
the amount of any penalties and interest 
imposed or charged; (iv) the total 
amount actually paid in cash; and (v) 
the date or dates of payment. If the 
amount of these taxes has been redeter
mined, the amount finally determined 
should be stated. The required evidence 
should be filed with the return, but if 
that is not convenient or possible, then 
it should be submitted as soon thereafter 
as practicable. The district director may 
require the submission of such addi
tional proof as is deemed necessary to 
establish the-right to the credit. For 
example, he may require the submission 
of a certificate of the proper officer of 
the taxing jurisdiction showing (vi) 
whether, a claim for refund of any part 
of the State death tax is pending and 
(vii) whether a refund of any part 
thereof has been authorized, and if a 
refund has been made, its date and 
amount, and a description of the prop
erty or interest in respect of which the 
refund was made. The district director 
may also require an itemized list of the 
property in respect of which State death 
taxes were imposed certified by the offi
cer having custody of the records per
taining to those taxes. In addition, he 
may require the executor to submit a 
written statement (containing a declara
tion that it i$ made under penalties of 
perjury) stating whether, to his knowl
edge, any person has instituted litigation 
or taken an appeal (or contemplates 
doing so), the final determination of 
which may affect the amount of those 
taxes. See section 2016 concerning the 
redetermination of the estate tax if State 
death taxes claimed as credit are 
refunded.

(d) Definition of “basic estate tax”. 
Section 2011 (d) provides definitions of 
the terms “basic estate tax” and “addi
tional estate tax”, used in the Internal 
Revenue Code of 1939, and “estate tax 
imposed by the Revenue Act of 1926”, for 
the purpose of supplying a means of com
puting State death taxes under local 
statutes using those terms, and for use 
in determining the exemption provided 
for in section 2201 for estates of certain
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members of the Armed Forces. See sec
tion 2011 (e) (3) for a modification of 
these definitions if a deduction is allowed 
under section 2053 (d) for State death 
taxes paid with respect to a charitable
gift. X \ .....

§ 20.2011-2 Limitation on credit if a 
deduction is allowed under section 
2053 (d ) . If a deduction is allowed un
der section 2053 (d) for State death taxes 
paid with respect to a charitable gift, the 
credit for State death taxes' is subject 
to special limitations; Under these limi
tations, the credit cannot exceed thé 
least of the following:

(a) The amount of State death taxes 
paid other than those for which a deduc
tion is allowed under section 2053 (d) ;

(b) The amount indicated in section 
2011 (b) to be the maximum credit al
lowable with respect to the decedent's 
taxable estate ; or

(c) An amount, A, which bears the 
same ratio to B (the amount which would 
be the maximum credit allowable under 
section 2011 (b) if the deduction under 
section 2053 (d) were not allowed in 
computing the decedent’s taxable estate) 
as C (the amount of State death taxes 
paid other than those for which a de-?

Sec. 2012. Credit for gift tax—(a) In gen
eral. If a tax on a gift has been paid under 
chapter 12 (sec. 2501 and following), or 
under corresponding provisions of prior laws, 
and thereafter on the death of the donor any 
amount in respect of such gift is required 
to be included in the value of the gross 
estate of the decedent for purposes of this 
chapter, then there shall be credited against

duction is allowed under section 2053
(d )) bears to D (the total amount of 
State death taxes paid). For the pur
pose of this computation, in determ ining  
what the decedent’s taxable estate would 
be if the deduction under section 2053 (d) 
were not allowed,-adjustment must be 
made for the decrease in the deduction 
for charitable gifts under section 2055 
or 2106 (a) (2) (for estates of nonresi
dents not citizens) by reason of^any in
crease in Federal estate tax which would 
be charged against the charitable gifts.
The application of this section may be 
illustrated by the following example:

Example. The decedent died January 1, 
1955, leaving a gross estate of $925,000. 
Expenses, indebtedness, etc., amounted to 
$25,000. The decedent bequeathed $400,000 
to his son with the direction that the son 
bear the State death taxes on the bequest. 
The residuary estate was left to a charitable 
organization. Except as noted above, all 
Federal and State death taxes were payable 
out of the residuary estate. The State im
posed death taxes of $60,000 on the sop’s 
bequest and death taxes of $75,000 on the 
bequest to charity. The decedent’s taxable 
estate (determined without regard to the 
limitation imposed by section 2011 (e) (2) 
(B )) is computed as follows:

the tax Imposed by section 2001 the amount 
of the tax paid on. a gift under chapter 12, 
or under corresponding provisions of prior 
laws, with respect to so much of the prop
erty which constituted the gift as is Included 
in the gross estate, except that the amount 
of such credit Shall not exceed an amount 
which bears the same ratio to the tax im
posed by section 2001 (after deducting from 
such tax the credit for State death taxes 
provided by-section 2011) as the value (at 
the time of the gift or at the time of the

death, whichever is lower) of so much of the 
property which constituted the gift as is in 
eluded in the gross estate bears to the value 
of the entire gross estate reduced by the 
aggregate amount o t the charitable and 
marital deductions allowed under section« 
2055, 2056, and 2106 (a) (2).

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

(1) By such amount as will properly re
flect the amount of such gift which was 
excluded in determining (for purposes of 
section. 2503 (a ) ), or of corresponding provi
sions of prior laws, the total amount of 
gifts made during the year in which the gift 
was made;

(2) If a deduction with respect to such 
gift is allowed under section 2056 (a) (re
lating to marital deduction)—then by an 
amount which bears the same ratio to such 
value (reduced as provided in paragraph (1) 
of this subsection) as the aggregate amount 
of the marital deductions allowed under sec
tion 2056 (a) bears to the aggregate amount 
of such marital deductions computed with
out regard to subsection (c) thereof; and

(3) If a deduction with respect to such 
gift is allowed under sections 2055 or 2100
(a ) (2) (relating to charitable deduction)— 
then by the amount r>f such value, reduced 
as provided in paragraph (1) of this sub
section.

(c) Where the decedent was the donor of 
the gift but, under the provisions of section 
2513, or corresponding provisions of prior 
laws, the gift was considered as made one- 
half by his spouse—

(1) The term “the amount of the tax paid 
on a gift under chapter 12”, as used in sub
section (a), includes the amounts paid with 
respect to each half of such gift, the amount 
paid with respect to each being computed 
in the manner provided in subsection (d); 
and

(2) In applying, with respect to such gift, 
the ratio stated in subsection (a), the value 
at the time of the gift or at the time of 
the death, referred to in such ratio, includes 
such value with respect to each half of such 
gift, each such value being reduced as pro
vided in paragraph (1) of subsection (b).

(d) (1) For purposes of subsection (a), 
the amount of tax paid on a gift under 
chapter 12, or under corresponding provisional 
of prior laws, with respect to any gift shall 
be an amount which bears the same ratio to 
the total tax paid for the year in which the' 
gift was made as the amount of such gift 
bears to the total amount of taxable gifts 
(computed without deduction of the specific 
exemption) for such year.

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

§ 20.2012-1 Credit for gift tax—is.) 
In general. A credit is allowed under 
section 2012 against the Federal estate 
tax for gift tax paid under chapter 12 of 
the Internal Revenue Code, or corre
sponding provisions of prior law, on a 
gift by the decedent of property subse
quently included in the decedent’s gross 
estate. The credit is allowable even 
though the gift tax is paid aft«_ 
decedent’s death and the amount of 
gift tax is deductible from the gros 
estate as a debt of the decedent.

Gross estate_____ _________ ______ ___________ __________ !__________________ $925,000.00
Expenses, indebtedness, etc__ _____ __—_______________ ____ $25, 000. 00
Exemption _!__________'__ ____________;_______ _____ ;______ _____  60, 000. 00
Deduction under section 2053 (d) ______________________________  75, 000. 00
Charitable deduction:

Gross estate__ »________ ______ ________ _____ $925,000.00
Expenses, etc__ ___ _____ ;_________ _ $25,000. 00
Bequest to son_____ ______ 1__ ____  400,000.00 ^
State death tax paid from residue__ _ 75, 000.00 ^
Federal estate tax paid from residue__ 122,916. 67 622, 9.16. 67 302, 083.33 462, 083.33

Taxable estate_______________r______ i____ ______ __________ *_____ ___ _ 462,916.67

If the deduction under section 2053 (d) were not allowed, the decedent’s taxable estate 
would be computed as follows: *
Gross estate______ __________________________________ __ ________ I________ $925,000.00
Expenses, indebtedness, etc__ _____ _____ ___ ______ ___ ______ _ $25, 000.00
Exemption_______________ ___ _____ _____ _____________________  60,000.00
Charitable deduction:

Gross ¿state___ ___;___ ______________ _______ __$925, 000.00
Expenses, etc_+__-__ _______ _ $25, 000. 00
Bequest to son__________ _____ _ 400,000. 00
Stat« death tax paid from residue__ _ 75, 000.00
Federal estate tax paid from residue—.  155, 000. 00 655, 000. 00 270, 000. 00 355,000. 00

Taxable estate_____ ___________ ___ ___ ___ ____ _____ ___ _______ _________ 570,000.00

On a taxable estate of $570,000, the maximum credit allowable under’ section 2011 (b) 
would be $15,200. Under these facts, the credit for State death taxes is determined as 
follows:
(1) Amount of State death taxes paid other than those for which a deduction

is allowed under section 2053 (d) ($135,000—$75,000)__________________$60,000.00
(2) Amount indicated in section 2011 (b) to be the maximum credit allowable

with respect to the decedent’s taxable estate of $462,916.67_____ _________ 10r916. 67
(3) Amount determined by use of the ratio described in paragraph (c) above

/  $60,000 \( -----------X $15,200 1_____________________ ____________________________ 6, 755. 56
\$135,000 )

(4) Credit for State death taxes (least of subparagraphs'(1) through (3) above) _ 6,755.56

§ 20.2012 
for gift tax.

Statutory provisions; credit
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4536 RULES AND REGULATIONS
without regard to the 50 percent limitation in section 2056 (c) would have been $250 000 
The gross estate tax was $17,900, and the credit for State death taxes was $400.

(ii) Factor “G” of the ratio which is used in computing the "second limitation” is com
puted as follows (see paragraph (d) (2) of § 20.2012-1) :
Value of gift to wife for the purpose of the gift tax otfor the purpose of the estate

tax, whichever is lower.------------------------------------------ . . . . ---------------------- $860oa
Less. Portion of annual ex61usion allowed in determining the gift tax (see § 20 2012-1

(d) (2) <!))__--------------- -----------------------------------------_____________________ _ 3,000

Net value_______________________ ___ _________________ ________________  83~000
Less: Portion of the net value allowed as a marital deduction under section 2056

(see § 20.2012-1 (d) (2) ( i i ) )__________________________ ____ ____________
$150,000 (aggregate marital 

deduction allowed for 
the purpose of the estate ~ 
tax)

>250,000 (aggregate marital *  elft *° thC purposededuction c o m p u t e d  J  ^  or for the purpose of the estate ta2,
without reeard to the whichever is lower, less portion of annual exclusion
C t a t l o n T i  £  sfc ! J S 2 5 ?  *“  <-> S 20.2012-1
tion 2056 (c)) (d) (2) ( ! ) ) - — ---------------------------------------------—  49,800

Factor "G” of the ratio_______________________________________  ____ _ gg goo
(iii) Under the "second limitation”, the credit for gift tax on the donor’s gift to his wife 

cannot exceed (see § 20.2012-1 (d) (1 )).
$33,200 (factor “G” of the ratio; see subdivision (ii) of t.big example)
$350,000—$150,000 (valueof gross estate, less marital deduction allowed) X

($17,900—$400) (gross estate tax, less credit for State death taxes) =$2,905.

The lesser of the “first limitation” as 
computed in paragraph (c) of this sec
tion and the “second limitation” as comn 
puted in this paragraph is the credit for 
gift tax.

(e) Credit for “split gifts”. If a dece
dent made a gift of property which is 
thereafter included in his gross estate, 
and, under the provisions of section 2513 
of the Internal Revenue Code of 1954 or 
section 1000 (f) of the Internal Revenue 
Code of 1939, the gift was considered as 
made one-half by the decedent and one- 
half by his spouse, credit against the 
estate tax is allowed for the gift tax 
paid with respect to both halves of the 
gift. The “first limitation” is to be 
separately computed with respect to each 
half of the gift in accordance with the 
principles stated in paragraph (c) of this 
section. The “second limitation” Is to 
be computed with respect to the entire 
gift in accordance with-the principles 
stated in paragrapl^(d) of this section. 
To illustrate: A dfmor, in contemplation 
of death, transferred property valued at 
$106,000 to his son on January 1, 1955, 
and he and his wife consented that the 
gift should be considered as made one- 
half by him and one-half by her. The 
property was thereafter included in the 
donor’s gross estate. Under the “first 
limitation”, the amount of the gift tax 
of the donor paid with respect to the one- 
half of the gift considered as made by 
him is determined to be $11,250, and the 
amount of the gift tax of his wife paid 
with respect to the one-half of the gift 
considered as made by her is determined 
to be $1,200. Under the “second limita
tion”, the amount of the estate tax at
tributable to the property is determined 
to be $28,914. Therefore, the credit for 
gift tax allowed is $12,450 ($11,250 plus 
$ 1,200) .

§ 20.2013 Statutory provisions; credit 
for tax on prior transfers.

Sec. 2013. Credit for tax on prior trans
fers—(a) General rule. The tax imposed by 
section 2001 shall be credited with all or a

part of the amount of the Federal estate tax 
paid with respect to the transfer of property 
(including property passing as a result of the 
exercise or non-exercise of a power of ap
pointment) to the decedent by or from a 
person (herein designated as a “transferor”) 
who died within 10 years before, or within 
2 years after, the decedent’s death. If the 
transferor died within 2 years of the death 
of the decedent, the credit shall be the 
amount determined under subsections (b) 
and (c) . If the transferor predeceased the 
decedent by more than 2  years, the credit 
shall be the foUowing percentage of the 
amount so determined—

(1) 80 percent, if within the third or 
fourth years preceding the decedent’s death;

(2) 60 percent, if within the fifth or sixth 
years preceding the decedent’s death;

(3) 40 percent, if within the seventh or 
eighth years preceding the decedent’s death; 
and

(4) 20 percent, if within the ninth or tenth 
years preceding the decedent’s death.

(b) Computation of credit. Subject to 
the limitation prescribed in subsection (c), 
the credit provided by this section shall be 
an amount which bears the same ratio to the 
estate tax paid (adjusted as Indicated here
inafter) with respect to the estate of ithe 
transferor as the value of the property trans
ferred bears to the taxable estate of the 
transferor (determined for purposes of the 
estate tax) decreased by any death taxes 
paid with respect to such estate and increased 
by the exemption provided for by section 
2052 or section 2106 (a) (3), or the corre
sponding provisions of prior laws, in deter
mining the taxable estate of the transferor 
for the purposes of the estate tax. For 
purposes of the preceding sentence, the estate 
tax paid shall be the Federal estate tax paid 
increased by any credits allowed against such 
estate tax under section 2012, or correspond
ing provisions of prior laws, on account of 
gift tax, and for any credits allowed against 
such estate tax under this section on account 
of prior transfers where the transferor 
acquired property from a person who died 
within 10 years before the death of the 
decedent.

(c) .Limitation on credit—(1) In general. 
The credit provided In this section shall not 
exceed the amount by which—-

(A) The estate tax imposed by section 2001 
or section 2101 (after deducting the credits 
for State death taxes, gift tax, and foreign

death taxes provided for in sections 2011 
2012, and 2014) computed without regard to’ 
this section, exceeds w

(B) Such tax computed by excluding from 
the decedent’s gross estate the -alue of suoh 
property transferred and, if applicable bv 
making the adjustment hereinafter indicated.
If any deduction is otherwise allowable under 
section 2055 or section 2106 (a) (2) (relatine 
to charitable deduction) then, for the pur
pose of the computation indicated in sub- 
paragraph (B)', the amount of such deduc
tion shall be reduced by that part of such 
deduction which the value of such property 
transferred bears to the decedent’s entire 
gross estate reduced by the deductions al
lowed under sections 2053 and 2054, or section 
2106 (a) (1) (relating to deduction for ex
penses, losses, etc.). For purposes of this 
section, the value of such property trans
ferred shall be the value* as provided for in 
subsection (d) of this section.

(2) Two or more transferors. If the credit 
provided in this section relates to property 
received from 2 or more transferors, the 
limitation provided in paragraph (1) of this 
subsection shall be computed by aggregating 
the value of the property so transferred to 
the decedent. The aggregate limitation so 
determined shall be apportioned in accord
ance with the value of the property trans
ferred to the decedent by each transferor.

(d) Valuation of property transferred. 
The value of property transferred to the de
cedent shall be th$ value used for thepurpose 
of determining the Federal estate tax lia
bility of the estate of the transferor but—

(1) There shall be taken into account the 
effect of the tax imposed by section 2001 or 
2101, or any estate, succession, legacy, or in
heritance tax, on the net value to the de
cedent of such property;

(2) Where such property is encumbered in 
any manner, or where the decedent incurs 
any obligation imposed by the transferor 
with respect to such property, such encum
brance or obligation shall be taken into ac
count in the same manner as if the amount 
of a gift to the decedent of such property 
was being determined; and

(3) If the decedent was the spouse of the 
transferor at the time * of the transferor’s 
death, the net value of the property trans
ferred to the decedent shall be reduced by the 
amount allowed under section 2056 (relating 
to marital deductions), or the corresponding 
provision of prior law, as a deduction from 
the gross estate of the transferor.

(e) Property defined. For purposes of this 
section, the term "property” includes any 
beneficial interest in property, including a 
general power of appointment (as defined in 
section 2041).

§ 20.2013-1 Credit for tax on prior 
transfers— (a) In general. A credit is 
allowed under section 2013 against the 
Federal estate tax imposed on the present 
decedent’s estate for Federal estate tax 
paid on the transfer of property to the 
present decedent from a transferor who 
died within ten years before, or within 
two years after, the present decedent’s 
death. See § 20.2013-5 for definition of 
the terms "property” and “transfer”. 
There is no requirement that the trans
ferred property be identified in the estate 
of the present decedent or that the prop
erty be in existence at the time of the 
decedent’s death. It is sufficient that the 
transfer of the property was subjected 
to Federal estate tax in the estate of the 
transferor and that the transferor died 
within the prescribed period of tune. 
The executor, must submit such proof as 
may be requested by the district director 
in order to establish the right of tn 
estate to the credit.
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(b) Lim itations on cred it. The .credit 
for tax on pripr transfers is limited to the 
smaller of the following amounts:

(1) The amount of the Federal estate 
tax attributable to the transferred prop
erty in the transferor’s estate, computed 
as set forth in § 20.2013-2; or

(2) The amount of the Federal estate 
tax attributable to the transferred prop
erty in the decedent’s estate, computed as 
set forth in § 20.2013-3.
Rules for valuing property for purposes 
of the credit are contained in § 20.2013-4.

(c) Percentage reduction . If the 
transferor died within the two years 
before, or within the two years after, the 
present decedent’s death, the credit is 
the smaller of the two limitations de
scribed in paragraph (b) of this section. 
If the transferor predeceased the present 
decedent by more than two years, the 
credit is a certain percentage of the 
smaller of the two limitations described 
in paragraph (b) of this section, deter
mined as follows:

(1) 80 percent, if the transferor died 
within the third or fourth years preced
ing the present decedent’s death;

(2) 60 percent, if the transferor died 
within the fifth or sixth years preceding 
the present decedent’s death;

(3) 40 percent, if the transferor died 
within the seventh or eighth years pre
ceding the present decedent’s death; and

(b) For purposes of the ratio stated 
in paragraph (a) of this section, the 
“transferor’s adjusted Federal estate tax” 
referred to as factor “B” is the amount of 
the Federal estate tax paid with respect 
to the transferor’s estate plus:

(1) Any credit allowed the transferor’s 
estate for gift tax under section 2012, or 
the corresponding provisions of prior 
law; and

v(2) Any credit allowed the transferor’s 
estate, under section- 2013, for tax on 
prior transfers, but only if the transferor 
acquired property from a person who 
died within 10 years before the death 
of the present decedent.

(c) For purposes of the ratio stated 
in paragraph (a) of this section, the 
“transferor’s adjusted taxable estate” 
referred to as factor “D” is the amount 
of the transferor’s taxable estate (or net 
estate) decreased by the amount of any 
"death taxes” paid with respect to his 
gross estate and increased by the amount 
of the exemption allowed in computing 
his taxable estate (or net estate). The 
amount of the transferor’s taxable estate 
(or net estate) is determined in accord
ance with the provisions of § 20.2051-1 
(or the corresponding provisions of prior 
regulations). The term “death taxes” 
means the Federal estate tax plus all 
other estate, inheritance, Jegacy, suc
cession, or similar death taxes imposed 
by and paid to any taxing authority, 
whether within or without the United 
States. However, only the net amount 
of such taxes paid is taken into con
sideration. The amount of the exemp-

(4) 20 percent, if the transferor died 
within the ninth or tenth years preceding 
the present decedent’s death.
The word “within” as used in this para
graph means “during”. Therefore, if a 
death occurs on the second anniversary 
of another death, the first death is con
sidered to have occurred within the two 
years before"“ the second death. If the 
credit for tax on prior transfers relates 
to property received from two or more 
transferors, the provisions of this para
graph are to be applied separately with 
respect to the property received from 
each transferor. See paragraph (d) of 
example (2) in § 20.2013-6.

(d) Examples. For illustrations of the 
application of this section, see examples 
(1) and (2) set forth in § 20.2013-6.

§ 20.2013-2 “First limitation”. (a)
The amount of the Federal estate tax 
attributable to the transferred property 
in the transferor’s estate is the “first 
limitation.” Thus, the credit is limited 
to an amount, A, which bears the same 
ratio to B (the “transferor’s adjusted 
Federal estate tax”, computed as de
scribed in paragraph (b) of this section) 
as C (the- value of the property trans
ferred (see § 20.2013-4) ) bears to D)(the 
“transferor’s adjusted taxable estate”, 
computed as described in paragraph (c) 
of this section). Stated algebraically, 
the “first limitation” (A) equals

tion depends upon the citizenship and 
residence of the transferor at the time 
of his death. If he was a citizen or resi
dent of the United States, the exemption 
is the $60,000 authorized by section 2052 
(or the corresponding provisions of prior 
law ). If he was not a citizen or resident 
of the United States, the exemption is the 
$2,000 authorized by section 2106 (a) (3) 
(or the corresponding provisions of prior 
law), or such larger amount as may 
have been allowed as an exemption pur
suant to the prorated exemption provi
sions of. an applicable death tax con
vention.

(d) If the credit for tax on prior 
transfers relates to property received 
from two or more transferors, the pro
visions of this section are to be applied 
separately with respect to the property 
received from each transferor. See para
graph (b) of example (2) in § 20.2013-6.

(e) For illustrations of the application 
of this section, see examples (1) and (2) 
set forth in § 20.2013-6.

§ 20.2013-3 “Second limitation”. (a) 
The amount of the Federal estate tax at
tributable to the transferred property in 
the present decedent’s estate is the “sec
ond limitation.” Thus, the credit is 
limited to the difference between—

(1) The net estate tax payable (see 
paragraph (b) (5) of § 20.0-2) with 
respect to the present decedent’s estate, 
determined without regard to any credit 
for tax on prior transfers under section 
2013 or any credit for foreign death taxes 
claimed under the provisions of a death 
tax convention, and

(2) The net estate tax determined as 
provided in paragraph (1) of this sec
tion, but computed by subtracting from 
the present decedent’s gross estate the 
value of the property transferred (see 
§ 20.2013-4), and by making only the ad
justment indicated in paragraph (b) of 
this section if a charitable deduction is 
allowable to the estate of the present 
decedent.

(b) If a charitable deduction is allow
able to the estate of the present decedent 
under the provisions of section 2055 or 
section 2106 (a) (2) (for estates of non
residents not citizens), for purposes of 
determining the tax described in para
graph (a) (2) of this section, the char
itable deduction otherwise allowable 
is reduced by an amount, F, which bears 
the same ratio to F (the charitable de
duction otherwise allowable) as G (the 
value of the transferred property (see 
§ 20.2013-4)) bears to H (the value of 
the present decedent’s gross estate re
duced by the amount of the deductions 
for expenses, indebtedness, taxes, losses,

' etc., allowed under the provisions of sec
tions 2053 and 2054 or sectiori 2106 (a)
(1) (for estates of nonresidents not citi
zens)). See paragraph (c) (2) of ex
ample (1) and paragraph (c) (2) of 
example (2) in § 20.2013-6.

(c) If the credit for , tax on prior 
transfers relates to property received 
from two or more transferors, the prop
erty received from all transferors is ag
gregated in determining the limitation 
on credit under this section (the “sec
ond limitation”). However, the limita
tion so determined is apportioned to the 
property received from each transferor 
in the ratio that the property received 
from each transferor bears to the total 
property received from all transferors. 
See paragraph (c) of example (2) in 
§ 20.2013-6.

(d) For illustrations of the applica
tion of this section, see examples (1) and
(2) set forth in § 20.2013-6.

§ 20.2013-4 Valuation of property 
transferred, (a) For purposes of section 
2013 and §§ 20.2013-1 to 20.2013-6, the 
value of the property transferred to the 
decedent is the value at which such prop
erty was included in the transferor’s 
gross estate for the purpose of the Fed
eral estate tax (see sections 2031, 2032, 
and the regulations thereunder) reduced 
as indicated in paragraph (b) of this 
section. If the decedent received a life 
estate or remainder or other limited in
terest in property included in the trans
feror’s gross estate, the value of the in
terest is determined as of the date of 
the transferor’s death on the • basis of 
recognized valuation principles (see 
especially § 20.2031-7). The application 
of this paragraph may be illustrated by 
the following examples:

Example (1). A died on January 1, 1953, 
leaving Blackacre to B. The property was 
included in A’s gross estate at a value of 
$100,000. On January 1, 1955, B sold Black- 
acre to C for $150,000. B died on February 1, 
1955. For purposes of computing the credit 
against the tax imposed on B’s estate, the 
value of the property transferred to B is 
$100,000.

V alu e  of transferred property (C) ' adjusted Federal estate tax” (B).
“Transferor’s adjusted taxable estate” (D)

r
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Example (2). A died on January 1, 1953, 
leaving Blackacre to B for life and, upon B’s 
death, remainder to C. At the time of A’s 
death, B was 56 years of age. The property 
was included in A’s gross estate at a value 
of $100,000. The part of that value attribut
able to the life estate is $44,688 (see 
paragraph (c) of § 20.2031-7), and the part 
of that value attributable to the remainder 
is $55,312 (see paragraph (d) of § 20.2031-7). 
B died on January 1, 1955, and C died on 
January 1, 1956. For purposes of computing 
the credit against the tax imposed on B’s 
estate, the value of the property transferred 
to B is $44,688. For purposes of computing 
the credit against the tax imposed on C’s 
estate, the value of the property transferred 
to C is $55,312.

(b) In arriving at the value of the 
property transferred to the decedent, the 
value at which the property was included 
in the transferor’ksgross estate (see par
agraph (a) of this^section) is reduced 
as follows:

(1) By the amount of the Federal es
tate tax and any other estate, inherit
ance, legacy, or succession taxes which 
were payable out of the property trans
ferred to „the decedent or which were 
payable by the decedent in connection 
with the property transferred to him. 
For example, if under the transferor’s 
will or local law all death taxes are to be 
paid out of other property with the re
sult that the decedent receives a bequest 
free and" clear of all death taxes, no re
duction is to be made under this sub- 
paragraph;

(2) By the amount of any martial de
duction allowed the transferor’s estate 
under section 2056 (or under section 812
(e) of the Internal Revenue Code of 
1939) if the decedent was the spouse of 
the transferor at the time of the trans
feror’s death; and

(3) (i) By the amount of any encum
brance on the property or by the amount 
of any obligation imposed by the trans
feror and incurred by the decedent with 
respect to the property, to the extent 
such charges would be taken into ac
count if the amount of a gift to the 
decedent of such property were being 
determined. *

(ii) For purposes of this subpara
graph, an obligation imposed by the 
transferor and incurred by the decedent 
with respect to the property includes a 
bequest, etc., in lieu of the interest of 
the surviving spouse under community 
property laws, unless the interest was, 
immediately prior to the transferor’s 
death, a mere expectancy. (As to the 
circumstances under which the interest 
of a surviving spouse is regarded as a 
mere expectancy, see the provisions of 
paragraph (d) of §20.2056 (c)-2 which 
are equally applicable here.) However, 
an obligation imposed by the transferor 
and incurred by -the decedent with re
spect to the property does not include a 
bequest, devise, or other transfer in lieu 
of dower, curtesy, or of a statutory estate • 
created in lieu of dower or curtesy, or of 
other marital rights in the transferor’s /  
property or estate.
v (iii) The application of this subpara
graph may be illustrated by the following 
examples;

RULES AND REGULATIONS
Example (7). The transferor devised to  

the decedent real estate subject to  a mort
gage. The value of the property transferred 
to the decedent does not Include the amount 
of the mortgage. If, however, the transferor 
by his wiU directs the executor to pay off 
the mortgage, such payment constitutes an 
additional amount transferred to the dece
dent.

• Example (2). The transferor bequeathed 
certain property to the decedent with a direc
tion that the decedent pay $1,000 to X. The 
value of the property transferred to the dece
dent is the value of the property reduced by 
$ 1,000 .

Example (3). The transferor bequeathed 
certain property to Jhis wife, the decedent, 
in lieu of her interest in property held by 
them as community property under the law 
of the State of their -residence. The wife 
elected to relinquish her community prop
erty interest and to take the bequest. The 
value of the property transferred to the 
decedent is the value of the property reduced 
by- the value of the community -property 
interest relinquished by the wife.

Example (4). The transferor bequeathed 
to the decedent his entire residuary estate, 
out of which certain claims were to be satis
fied. The entire distributable income of the 
transferor’s estate (during the period of its 

^administration) was applied toward the sat
isfaction of these claims and the remaining 
portion of the claims was satisfied by the 
decedent out of his own funds. Thus, the 
decedent received a larger sum upon settle
ment of the transferor’s estate than he was 
actually bequeathed. The value of the 
property transferred to the decedent is the 
value at which such property was included 
in  the transferor’s gross estate, reduced by 
the amount of the estate income and the 
decedent’s own funds paid out in satisfac
tion of the claims.

§ 20.2013-5 “Property” and “transfer” 
defined, (a) For purposes of section 
2013 and §§ 20.2013-1 to 20.2013-6, the 
term “property” means any beneficial in
terest in property, including a general 
power of appointment (as defined in sec
tion 2041) over property. Thus, the term 
does not include an interest in property 
consisting merely of a bare legal title, 
such as that of a trustee. Nor does the 
term include a power of appointment 
over property which is not a general 
power of appointment (as defined in sec
tion 2041). Examples of property, as 
described in this paragraph, are annui
ties, life estates, estates for terms of 
years, vested or contingent remainders 
and other future interests.

(b) In order to obtain the credit for 
tax on prior transfers, there must be a 
transfer of property described in para
graph (a) of this section by or from the 
transferor to the decedent. The term 
“transfer” of property by or from a 
transferor means any passing of prop
erty or an interest in property under 
circumstances which were suclKthat the 
property or interest was included in the 
gross estate of the transferor. In this 
connection, if the decedent receives 
property as a result of the exercise or 
nonexercise of a power of appointment, 
the donee of the power (and not the 
creator) is deemed to be the transferor 
of the property if the property subject 
to the Dower is Includible in the donee’s 
gross estate under section 2041 (relating

to powers of appointment). Thus, not
withstanding the designation by’local 
law of the capacity in which the decedent 
takes, property received from the trans
feror includes interests in property held 
by or devolving upon the decedent*
(1) As spouse under dower or curtesy 
laws or laws creating an estate in lieu of 
dower or curtesy; (2) as surviving tenant 
of a tenancy by the entirety or joint 
tenancy with survivorship rights; (3) as 
beneficiary of the proceeds of life insur
ance; (4) as survivor under an annuity 
contract; (5) as donee (possessor) of a 
general power of appointment (as de
fined in section 2041); (6) as appointee 
under the exercise of a general power of 
appointment (as defined in section 
2041); or (7) as remainderman under 
the release or nonexercise of a power 
of appointment by reason of which the 
property is included in the gross estate 
of the donee of the power under section 
2041.

(c) The application of this section 
may be illustrated by the following 
example:

Example. A devises Blackacre to B, as 
trustee, with directions to pay the income 
therefrom to C, his son, for life. Upon C’s 
death, Blackacre is to be sold. C is given 
a general testamentary power, to appoint 
one-third of the proceeds, and a testamen
tary power, which is not a general power, to 
appoint the remaining two-thirds of the 
proceeds, to such of the issue of his sister 
D as he should choose. D has a daughter, B, 
and a son, F. Upon his death, C exercised 
his general power by appointing one-third of 
the proceeds to D and his special power by 
appointing two-thirds of the proceeds to E. 
Since B’s Interest in Blackacre as a trustee 
is not a beneficial interest, no part of it is 
“property” for purpose of the credit in B’s 
estate. On the other hand, C’s life estate 
and his testamentary power over the one- 
third interest in the remainder constitute 
“property” received from A for purpose of 
the credit'in C’s estate. Likewise, D’s one- 
third interest in the remainder received 
through the exercise of C’s general power of 
appointment is “property” received from C 
for purpose of the credit in D’s estate. No 
credit is allowed E’s estate for the property 
which passed to her from C since the prop
erty was not included in C's gross estate. On 
the other hand, no credit is allowed in E’s 
estate for property passing to her r̂om A 
since her interest was not susceptible of val
uation at the time of A’s death (see 
§ 20.2013-4).

§ 20.2013-6 Examples. The applica
tion of §§ 20.2013-1 to 20.2013-5 may be 
further illustrated by the following 
examples:

Example (1). (a) A died December 1,1953, 
leaving a gross estate of $1,000,000. Expenses, 
indebtedness, etc., amounted to $90,000. A 
bequeathed $200,000 to B, his wife, $100,000 
of which qualifies for the marital deduction. 
B died November—1, 1954, leaving a gross es
tate of $500,000. Expenses, indebtedness, etc., 
amounted to $40,000. B bequeathed $150,000 
to charity ̂  A and B were both citizens of 
the United States. The estates of A and B 
both paid State death taxes equal to the 
maximum credit allowable for State death 
taxes. Death taxes were not a charge on t e 
bequest to B. ,

(b) “First limitation” on credit for B» 
estate (§20.2013-2):
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4540 RULES AND REGULATIONS
(d) Credit of B’s estate for tax on prior 

transfers (§ 20.2013-1 (c ) ):
Credit for tax on transfer from A =

$18,546.67 (lower of “first limita
tion” computed in paragraph
(b) (1) and “secdnd limitation" 
apportioned to A’s transfer in 
paragraph (c) (4)) X 100 per
cent (percentage to be taken 
into account under § 20.2013-1
(c )  ) — ------------------------------- $18,546.67
Credit for tax on transfer from C =3

$9,273.33 (lower of “first limita
tion” computed in paragraph'
(b) (2 ) and “second limitation” 
apportioned to B’s transfer in 
paragraph (c) (4))X 80 per
cent (percentage to be taken 
into account under § 20.2013-1
(c )  ) ------------------------------------  7,418.66

Total credit for tax on prior
transfers___________ __ 25, 965. 33

§ 20.2014 Statutory provisions; credit 
for foreign death taxes.

S ec. 2014. Credit for foreign death taxes— 
(a) In general. The tax imposed by section 
2001 shall be credited with the amount of 
any estate, inheritance, legacy, or succession 
taxes actually paid to any foreign country in 
respect of any property situated within such 
foreign country and included in the gross 
estate (not including any such taxes paid 
with respect-to the estate of a person other 
than the decedent). If the decedent at the 
time of his death was not a citizen of the 
United States, credit shall not be allowed 
under this section unless the foreign country 
of which such decedent was a citizen or sub>  ̂
ject, in"imposing such taxes, allows a similar 
credit in the case of a citizen <5i the United 
States resident in such country. The deter
mination of the country within which prop
erty is situated shall be made in accordance 
with the rules applicable under subchapter B 
(sec. 2101 and following) in determining 
whether property is situated within or with
out the United States.

(b) Limitations on credit. The credit pro
vided in this section with respect to such 
taxes paid to any foreign country—

(1) Shall not, with respect to any such 
tax, exceed an amount which bears the same 
ratio to the amount of such tax actually 
paid to such foreign country as the value 
of property which is—

(A) Situated within such foreign country,
(B) Subjected to such tax, and
(C) Included in the gross estate

bears to the value of all property subjected 
to such tax; and

(2) Shall not, with respect to all such 
taxes, exceed an amount which bears the 
same ratio to the tax imposed by section 
2001 (after deducting from such tax the 
credits provided by sections 2011 and 2012) 
as the value of property which is—

(A) Situated within such foreign country,
(B) Subjected to the taxes of 'such foreign 

country, and
(C) Included in the gross estate

bears to the value of the entire gross estate 
reduced by the aggregate amount of the de
ductions allowed under sections 2055 and 
2056. '

(c) Valuation of property. (1) The values 
referred to in the ratio stated in subsec
tion (b) (1) are the values determined for 
purposes of the tax imposed by such foreign 
country.

(2) The values referred to in the ratio 
stated in subsection (b) (2) are the values 
determined under this chapter; but, in ap
plying such ratio, the value of any property 
described in  subparagraphs (A), (B), and
(C) thereof shall be reduced by such amount 
as will properly reflect, in accordance with

regulations prescribed by the Secretary or 
his delegate, the deductions allowed in re
spect of such property under sections 2055 
and 2056 (relating to charitable and marital 
deductions).

(d) Proof of credit. The credit provided 
in  this section shall be allowed only if the 
taxpayer establishes to the satisfaction of 
the Secretary or his delegate—

(1) The amount of taxes actually paid to 
the foreign country,

42) The amount and date of ea'ch pay
ment thereof,

(3) The description and value of the 
property in respect of which such taxes are 
imposed, and

(4) All other Information necessary for 
the verification and computation of the 
credit.

(e) Period of limitation. The credit pro
vided in this section shall be allowed only 
for such taxes as were actually paid and 
credit therefor claimed within 4 years after 
the filing of the return required by section 
6018, except that—

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

(2) If, under section 6161, an extension 
of time has been granted for payment of 
the tax shown on the return, or of a defi
ciency,, then within such 4-year period or 
before the date of the expiration of the 
period of the extension.
Refund based on such credit may (despite 
the provisions of sections 6511 and 6512) be 
made if claim therefor is filed within the 
period above provided. Any such refund 
shall be maide without interest.

§ 20.2014-1 Credit for foreign death 
taxes—(a) In general. (1) A credit is 
allowed under section 2014 against the 
Federal estate tax for any estate, inherit
ance, legacy, or succession taxes actually 
paid to any foreign couhtry (hereinafter 
referred to as “foreign death taxes”). 
The credit is allowed only for foreign 
death taxes paid (i) with respect to prop
erty situated within the country to which 
the tax is paid, (ii) with respect to prop
erty included in the decedent’s gross 
estate, and (iii) with respect to the de
cedent’s estate.. The credit is allowable 
to the estate of a decedent-who was a 
citizen of the United States at the time 
of his death. The credit is also allow
able to the estate of a decedent who was 
a resident but not a citizen of the United 
States at the time of his death if the 
country of which the decedent was a 
national, in imposing death taxes, allows 
a similar credit to the estates of citizens 
of the United States resident in that 
country. See paragraph (b) (1) of
§ 20.0-1 for definition of the term “res- 
ident”. The credit is not allowable to 
the estate of a decedent who was neither 
a citizen nor a resident of the United 
States at the time of his death. The 
credit is allowable not only for death 
taxes paid to foreign countries which are 
states in the international sense, but also 
for death taxes paid to possessions or 
political subdivisions of foreign states. 
No credit is allowable for interest or 
penalties paid in connection with for
eign death taxes.

(2) In addition to the credit for 
foreign death taxes under section 2014, 
similar credits are allowed under death 
tax conventions with certain foreign

countries. If credits against the Federal 
estate tax are allowable under section 
2014, or under seotion 2014 and one or 
more death tax conventions, -for death 
taxes paid to more than one country, the 
credits are combined and the aggregate 
amount is credited against the Federal 
estate tax, subject to the limitation pro
vided for in paragraph (c) of § 20.2014-4 
For application of the credit in cases 
involving a death tax convention see 
§ 20.2014-4.

(3) No credit is allowable under sec
tion 2014 in connection with property 
situated outside of the foreign country 
imposing the tax for which credit is 
claimed. However, such a credit may be 
allowable under certain death tax con
ventions. In the case of a tax imposed 
by a political subdivision of a foreign 
country, credit for such tax shall be al
lowed with respect to property having a 
situs in that foreign country, even 
though, under the principles described 
in this subparagraph, such property has 
a situs in a political subdivision different 
from the one imposing the tax. Whether 
or not particular property of a decedent 
is situated in the foreign country im
posing the tax is determined in accord
ance with the same principles that would 
be applied in determining whether or not 
similar property of a nonresident dece
dent not a citizen of the United States 
is situated within the United States 
for Federal estate tax purposes. See 
§§20.2i04-l and 20.2105-1. For ex
ample, under § 20.2104-1, a bond for the 
payment of money is not within the 
United States unless it is physically lo
cated in the United States. Accordingly, 
a bond is deemed situated in the foreign 
country imposing the tax only if it is 
physically located in that country. Simi
larly, under § 2Q.2104-1, shares of stock 
are deemed to be situated in the United 
States only if issued by a domestic 
(United States) corporation. Thus, a 
share of-corporate stock is regarded as 
situated in the foreign country imposing 
the tax only if the issuing corporation 
is incorporated in that country. Fur
ther, under § 20.2105-1, moneys deposited 
with any person carrying on the bank
ing business by or for a nonresident not 
a citizen of the United States who was 
not engaged in business in the United 
States at the time of death are not 
deemed situated in the United States. 
Therefore, an account with a foreign 
bank in the country imposing the tax is 
not considered to be situated in that 
country under corresponding circum
stances

(b) Limitations on credit. The credit 
'or foreign death taxes is limited to the 
smaller of the following amounts:

(1) The amount of a particular foreign 
leath tax attributable to property situ7. 
ited in the country imposing the tax ana 
ncluded in the decedent’s gross estate 
:or Federal estate tax purposes, com
puted as set forth in § 20.2014-2; or

(2) The amount of the Federal estate 
iax attributable to particular property 
situated in a foreign country, subjecte 
;o foreign death tax in that country, an 
ncluded in the d,ecedent’s gross estate 
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$60,000. Decedent specifically bequeathed $40,000 of the stock Issued by the Country X  
corporation to a United States charity and left the residue of his estate, in equal shares, to 
his son and daughter. The gross Federal estate tax is $266,500 and the credit for State 
death taxes is $27,600. Under the situs rules referred to in paragraph (a) (3) of § 20.2014-1, 
the shares of stock issued by the Country X corporation comprise the only property deemed 
to be situated in Country X.

(ii) The “second limitation” on the credit for foreign death taxes is:
$200,000—$40,000 (factor G of the ratio stated at § 20.2014-3 (a); see 

also § 20.2014-3 (b) (1)) v
$1,000,000—$40,000 (factor H of the ratio stated at § 20.2014-3 (a) ) *

($266,500—$27,600) (factor F of the ratio stated at § 20.2014-3 (a) ) =$39,816.67.
The lesser of this amount and the amount of the "first limitation” (compiited under 
§ 20.2014-2) is the credit for foreign death taxes.

Example (2). (1) Decedent, a citizen and resident of the United States at the time of his 
death, left a gross estate of $1,000,000 which includes: shares of stock issued by a "United 
States corporation, valued at $650,000; shares of stock issued by a Country X corporation, 
valued at $200,000; and life insurance, in the amount of $150,000, payable to a son. Expenses, 
indebtedness, etc., amounted to $40,000. The decedent made a specific bequest of $25,000 
of the Country X corporation stock to Charity A and a general bequest of $100,000 to Charity 
B. The residue of his estate was left to his daughter. The'gross Federal estate tax is 
$242,450 and the credit for State death taxes is $24,480. Under these facts and applicable law, 
neither the stock of the Country X corporation specifically bequeathed to Charity A nor the 
insurance payable to the son could be charged with satisfying the bequest to Charity B. 
Therefore, the “group of assets” which could be so charged is limited to stock of the Country 
X corporation valued at $175,000 and stock of the United States corporation valued at $650,000.

(ii) Factor “G” of the ratio which is used in determining the “second limitation” is 
computed as follows:
Value of property situated in Country X________ __ _______ _______ ________ $200,000.00
Less:

Reduction described in §20.2014-3 (b) (1 )__ _____ ____ ______$25,000.00
Reduction described in § 20.2014-3 (b) (2) =

$175,000 (factor K of the ratio stated at § 20.2014-3 (b) (2))
$175,000+$650,000 (factor L of the ratio stated at § 20.2014-3 (b) (2)) *

$100,000 (factor J of the ratio stated at § 20.2014-3 (b) (2)) =  _ .____  21,212.12
-------- -------  46,212.12

Factor "G” of the ratio________ ___ ___ ___ ______________ ___ ___ _ 153,787. 88
(iii) In this case, the “second limitation”'on the credit.for foreign death taxes is:
$153,787.88 (factor G of the ratio stated at § 20.2014-3 (a); see also 

subdivision (ii) above) ,
$1,000,000—$125,000 (factor H of the ratio stated at § 20.2014-3 (a )) *

($242,450—$24,480) (factor F of the ratio stated at § 20.2014-3 (a )) =$38,309.88.
Example (3). (i) Decedent, a citizen and resident of the United States at the time of his 

death, left a gross estate of $850,000 which Includes: shares of stock issued by United States 
corporations, valued at $440,000; real estate located in the United States, valued at $110,000; 
and shares of stock issued by Country X corporations, valued at $300,000. Expenses, indebted
ness, etc., amounted to $50,000. Decedent devised $40,000 in real estate to a United States 
charity. In addition, he bequeathed to his wife $200,000 in United States stocks and $300,000 
in Country X stocks. The residue of his estate passed to his children. The gross Federal 
estate tax is $81,700 and the credit for State death taxes is $5,520.

(ii)„ Decedent’s adjusted gross estate is $800,000 (i. e., $850,000, gross estate less $50,000, 
expenses, indebtedness, etc.). The aggregate marital deduction allowed to his estate is 
limited by section 2056 (c) to one-half of this amount, or $400,000. Factor “G” of the ratio 
which is used in determining the "second limitation” is computed as follows:
Value h f property situated in Country X______ _________________ _________ __ $300,000
Less: Reduction described in § 20.2014-3 (b) (1) determined as follows (see also 

end of § 20.2014-3 (b ))—
Total amount of bequests which qualify for the marital deduction:

Specific bequest of Country X stock_____________ __r____________ _ $300, 000
Specific bequest of United States s to c k ...____ _____ _________ ____  200,000

500, 000
Limitation on aggregate marital deduction under section 2056 (c )____. 400, 000
Part of specific bequest of Country X stock with respect to which the

r $400,000 \marital deduction is allowed— ( —------- X $300,000 |______ ,____ ______ . . . .  240,000\$500,000 )  ________
Factor “G” of the ratio____ _____ _________ ________ ___ _______________  60,000

(iii) Thus, the "second limitation” on the credit for foreign death taxes is 
$60,000 (factor G of the ratio stated at § 20.2014-3 (a ); see also subdivision (ii) above) w 

^  $850,000—$40,000—$400,000 (factor H of the ratio stated at § 2p.20l4-3 (a ))
($81,700—$5,520) (factor F of the ratio stated at § 20.2014-3 (a )) =$11,148.29.

(d) If the foreign country imposes vision or possession thereof each imposes 
more than one kind of death tax or im- a death tax, the “second limitation” is 
poses taxes at different rates upon the still computed by applying the ratio set 
several shares of an estate, or if the forth in paragraph (a) of this section, 
foreign country and a political subdi- Factor “G” of the ratio is determined by

taking into consideration the combined 
value of the foreign property which is 
subjected to each different tax or dif
ferent rate. The combined value, how
ever, cannot exceed the value at which 
such property was included in the gross 
estate for Federal estate tax purposes. 
Thus, if Country X imposes a tax on thé 
Inheritance of a surviving spouse at a 
iO-percent rate and on the inheritance 
of a son at a 20-percent rate, the com
bined value of their inheritances is taken 
into consideration in determining factor 
“G” of the ratio, which is then used in 
computing the “second limitation." 
However, the “first limitation” is com
puted as provided in paragraph (b) of 
§ 20.2014-2, The lesser of the “first 
limitation” and the “second limitation” 
is the credit for foreign death taxes.

§ 20.2014-4 Application of credit in 
cases involving a death tax conven
tion— (a) In general. (1) If credit for a 
particular foreign death tax is author
ized by a death tax convention, there 
is allowed either the credit provided for 
by the convention or the credit provided 
for by section 2014, whichever is the 
more beneficial to the estate. The ap
plication of this paragraph may be illus
trated by the following example:

Example. (1) Decedent, a citizen of the 
United States and a domiciliary of Country X 
at the time of his death, left a gross estate 
of $1,000,000 which includes: shares of stock 
issued by a Country X corporation, valued at 
$400,000; bonds issued by a Country X cor
poration physically located in the United 
States, valued at $350,000; and real estate 
located in the United States, valued at 
$250,000. Expenses, indebtedness, etc., 
amounted to $50,000. Decedent left his en
tire estate to his son. There is in effect a 
death tax convention between the United 
States and Country X which provides for 
allowance of credit by the United States for 
succession duties imposed by the national 
government of Country X. The gross Federal 
estate tax is $307,200 and the credit for 
State death taxes is $33,760. Country X im
posed a net succession duty on the stocks 
and bonds of $180,000. Under the situs 
rules described in paragraph (a) (3) of 
§ 20.2014-1, the shares of stock comprise the 
only property deemed to be situated in 
Country X. Under the convention, both the 
stocks and the bonds are deemed to be situ
ated in Country X.

(ii) (a) The credit authorized by the con
vention for death taxes imposed by Coun
try X is computed as follows :
( J ) Country X tax attributable to 

property situated in Country 
X and subjected to tax by 
both countries

(
$750,000
$750,000 X $180,000 $180, 000

[2) Federal estate tax attributable 
to  property situated in Coun
try X and subjected to tax 
by both countries
/  $750,000  ̂ $273,440 ̂ ___ - 205,080\ ai nnn nnn /

(3) Credit (subdivision (1) or (2). *
whichever is le ss) .—-----—- 180,00

(b) The credit authorized by section 2014 
for death taxes imposed by Country X is 
computed as follows:
(1) “First limitation” computed 

under § 20.2014-2
/$400500 oy\$750,000 /

$96,000
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(2) “Second limitation” computed

under § 20.2014-3
/  $406,00Q_ $273,440 ̂ _____$109, 376
y$l,000,000 /

(3) Credit (subdivision (1), or (2 ) ,
whichever is le ss)----— — -  96,000

(iii) On the basis of the facts contained 
in this example, the credit of $180,000 au
thorized by the convention is the more bene
ficial to the estate.
v (2) it  should be noted that the greater 
of the treaty credit and the statutory 
credit is not necessarily the more bene
ficial to the estate. Such is the situation, 
for example, in those cases which involve 
both a foreign death tax credit and a 
credit under section 2013 for tax on prior 
transfers. The reason is that the amount 
of the credit for tax on7 prior transfers 
may differ depending upon whether the 
credit for foreign death tax is taken 
under the treaty or under the statute. 
Therefore, under certain circumstances, 
the advantage of taking the greater of 
the treaty credit and the statutory credit 
may be more than offset by a resultant 
smaller credit for tax on prior transfers. 
The solution is to compute the net estate 
tax payable first on the assumption that 
the treaty credit will bo taken and then 
on the assumption that the statutory 
credit will be taken. Such computations 
will indicate whether the treaty  credit or 
the statutory credit is in fact the more 
beneficial to the estate.

(b) Taxes imposed bp both a foreign 
country and a political subdivision 
thereof. If a foreign death tax is im 
posed by both a foreign country with 
which the United States has entered into 
a death tax convention and one of its 
possessions or political subdivisions^ there 
is allowed either the credit provided for 
by the convention or the credit provided 
for by section 2014, whichever is the more 
beneficial to the estate. Thus, if a por
tion of the estate of a United States citi
zen is situated in X (a country with 
which the United States has entered into 
a death tax convention providing for 
allowance of credit by the United States^ 
for death tax imposed by the national 
government of X) and is subjected to 
death taxes imposed by both the national 
government of X and the government of 
Y, a province of X, there is allowed either 
a credit for the national death tax com
puted under the convention or a credit 
for the combined national and provincial 
death taxes computed under section 2014; 
whichever is the more beneficial to the 
estate. It should be noted that, unless 
the convention provides otherwise, credit 
may not be claimed separately under the 
convention for the national tax and
under section 2014 for the provincia 
tax. The application of this paragrap] 
frustrated  in greater detail in th 
following example:

Example, (l) Decedent, a citizen of the 
d States and a domiciliary of Country X 

5 ~ e time of his death, left a gross estate 
$225,000 which includes : ' bonds issued 

.7, * united States corporation physically 
at a Pr°vince of Country X, valued
rrJ; 00:000: bonds issued by a Country X 
s tX fation Physically located in the United 
isanort’ ™ ued at $75,000; and shares of stock 
at a Country x  corporation, valued
am nL t^‘ Expenses, indebtedness, etc., 

ted to $10,000. Decedent left his en

tire estate to his son. There is in effect a 
death duty convention between the United 
States and Country X which provides for 
allowance of credit by the United States for 
succession duties imposed by the national 
government of Country X. The gross Federal 
estate tax is $55,200 and the credit for State 
death taxes is $3,000. Country X imposed 
a net succession duty on the Country X 
stock and the Country X bondsf of $18,000. 
Province Y imposed a net succession duty on 
the United States bonds of $16,000. Under 
the situs rules described in paragraph (a)
(3) of § 20.2014-1, the United States bonds 
and the Country X stock are deemed to be 
situated in Country X. Under the conven
tion, the Country X bonds and the Country 
X stock are deemed to be situated in  
Country X.

(2) (i) The credit authorized by the con
vention for death taxes imposed by Country 
X is computed as follows:
(a) Country X lax attributable to  

s property situated in Country
_ X and subjected to tax by both 

countries 
/$125,000
Vil25000

(b) Federal estate tax attributable
to property situated in Coun
try X and subjected to tax by 
both countries 
/  $125,000 _ \
( $ 2 2 5 » x$52*200) --------- r  29' 000

(c) Credit (subdivision (o) or (b),
whichever is less)_____ :___ _ 18, 000

(ii) The credit authorized by section 2014 
for death taxes imposed by Country X (which 
includes death taxes imposed by Province Y 
according to §20.2014-1 (a) (1)) is com
puted as follows: (
(a) “First limitation” with respect to

tax imposed by national gov
ernment of Country X com
puted under § 20.2014-2 (b)
/  $50,000 \
( i i Mw o x »18’0 0 0 * MW

(b) "First limitation” with respect
to tax imposed by Province Y 
computed under § 20.2014-2 £b)

$100,000 \— ------ X $16,000 1_________ 16,000$100,000 J ...............

■X $18,000 ).................$18,000

cVI
(c)
( d )

(e)

Total “first limitation”________
“Second limitation” computed 

under § 20.2014-3 (d)
/  $150,000 \( — X $52,200 )_________V $225,000 /  \

Credit (subdivision (c) or (d), 
whichever is less)----------------

23,200

34, 800 

23, 200
(3) On the basis of the facts contained 

in this example, the credit of $23,200 author
ized by section 2014 is the more beneficial 
to the estate. '

(c) Taxes imposed by two foreign 
countries with respect to the same prop
erty. It is stated as a general rule in 
paragraph (a) (2) of § 20.2014-1 that if 
credits against the Federal estate tax are 
allowable under section 2014, or under 
section 2014 and One or more death tax 
conventions, for death taxes paid to 
more than one country, the credits are 
combined and the aggregate amount is 
credited against the Federal estate tax. 
This rule may result in credit being al
lowed for taxes imposed by two different 
countries upon the same item of prop
erty. If such is the case, the total 
amount of the credits with respect to 
such property is limited to the amount 
of the Federal estate tax attributable to 
the property, determined in accordance 
with the rules prescribed for computing

the “second limitation” set forth in 
§ 20.2014-3. The application of this sec
tion may be illustrated by the following 
example:

Example. The decedent, a citizen of the 
United States and a domiciliary of Country X 
at the time of his death, left a taxable estate 
which included bonds issued by Country X 
corporations, physically located in Country Z. 
Each of the three countries involved imposed 
death taxes on the Country X bonds. Assume 
that under the provisions of a treaty between 
the United States and Country X, the estate 
is entitled to a credit against the Federal 
estate tax for death taxes imposed by Coun
try X on the Country X bonds in the maxi
mum amount of $20,000. Assume, also, that 
under the provisions of section 2014, the 
estate is entitled to a credit against the 
Federal estate tax for death taxes imposed 
by Country Z on the Country X bonds in  the 
maximum hmount of $10,000. Finally, as
sume that the Federal estate tax attributable 
to the Country X bonds is $25,000. Under 
such circumstances, the credit allowed the 
estate with respect to the Country X bonds 
would be limited to $25,000.

& 20.2014-5 Proof of credit. (a) If
the foreign death tax has not been deter
mined and paid by the time the Federal 
estate, tax return required by section 
6018 is filed, credit may be claimed on 
the return in an estimated amount. 
However, before credit for the foreign 
death tax is finally allowed, satisfactory 
evidence, such as a statement by an au
thorized official of each country, posses
sion or political subdivision thereof im
posing the tax, must be submitted on 
Form 706CE certifying: (1) The full 
amount of the tax (exclusive of any in
terest or penalties), as computed before 
allowance of any credit, remission, or 
relief; (2) the amount of any credit, al
lowance, remission, or relief, and other 
pertinent information, including the 
nature of the allowance and a descrip
tion of the property to which it pertains;
(3) the net foreign death tax payable 
after any such allowance; (4) the date 
on which the death tax was paid, or if 
not all paid at one time, the date and 
amount of each partial payment; and
(5) a list of the property situated in the 
foreign country and subjected to its tax, 
showing a description and the value of 
the property. Satisfactory evidence 
must also be submitted showing that no 
refund of the death tax is pending and 
none is authorized or, if  any refund is 
pending or has been authorized, its 
amount and other pertinent informa
tion. See also section 2016 and 
§ 20.2016-1 for requirements if foreign 
death taxes claimed as a credit are sub
sequently recovered.

(b) The following information must 
also be submitted whenever applicable:

(1) If any of the property subjected 
to the foreign death tax was situated out
side of the country imposing the tax, 
the description of each item of such 
property and its value.

(2) If more than one inheritance or 
succession is involved xwith respect to 
which credit is claimed, or if the for
eign country, possession or political sub
division thereof imposes more than one 
kind of death tax, or if both the 
foreign country and a possession or 
political subdivision thereof each im
poses a death tax, a separate computa-
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tion with respect to each inheritance or 
succession tax.

(c) In addition to the information re
quired under paragraphs (a) and (b) of 
this section, the district director may re
quire the submission of any further 
proof deemed necessary to establish the 
right to the credit.

§ 20.2014-6 Period of limitations on 
credit. The credit for foreign death 
taxes under section 2014 is limited to 
those taxes which were actually paid and 
for which a credit was claimed within 
four years after the filing of the estate 
tax return for the decedent’s estate. If, 
however, a petition has been filed with 
The Tax Court of the United States for 
the redetermination of a deficiency with
in the time prescribed in section 6213
(a), the credit is limited to those taxes 
which were actually paid and for which 
a credit was claimed within four years 
after the filing of the return, or before 
the expiration of 60 days after the de
cision of the Tax Court becomes final, 
whichever period is the last to expire. 
Similarly, if an extension of time has 
been granted under section 6161 for pay
ment of the tax shown on the return, or 
of a deficiency, the credit is limited to 
those taxes which were actually paid 
and for which a credit was claimed 
within four years after the filing of the 
return, or before the date of the expira
tion of the period of the extension, 
whichever period is the last to expire. 
See section 2615 for the applicable period 
of limitations for credit for foreign death 
taxes on reversionary or remainder in
terests if an election is made under sec
tion 6163 (a) to postpone payment of 
the estate tax attributable to reversion
ary or remainder interests. If a claim 
for refund based on the credit for foreign 
death taxes is filed within the applicable 
period described in this section, a refund 
may be made despite the general limita
tion provisions of sections 6511 and 6512. 
Any refund based on the credit for for
eign death taxes shall be made without 
interest.

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

S e c . 2015. Credit for death taxes on re
mainders. Where an election is made under 
section 6163 (a) to postpone payment of the 
tax imposed by section 2001 or 2101, such 
part of any estate, inheritance, legacy, or 
succession taxes allowable as a credit under 
section 2011 or 2014, as is attributable to a 
reversionary or remainder interest may be 
allowed as a credit against the tax attribut
able to such interest, subject to the limita
tions on the amount of the credit contained 
in such sections, if such part is paid, and 
credit therefor claimed, at any time before 
the expiration of 60 days after the termina
tion of the precedent interest or interests in 
the property.

p 20.2015-1 Credit for death taxes on 
remainders, (a) If the executor of an 
estate elects under section 6163 (a) to 
postpone the time for payment of any 
portion of the Federal estate tax attrib
utable to a reversionary or remainder 
interest in property, credit is allowed un
der sections 2011 and 2014 against such 
portion of the Federal estate tax for 
State death taxes and foreign death 
taxes attributable to the reversionary or

remainder interest if such State death 
taxes or foreign death taxes are paid and 
if credit therefor is claimed either—

(1) Within the time provided for in  
sections 2011 and 2014, or

(2) Within 60 days after the termina
tion of the preceding interest or interests 
in the property. *
The allowance of credit, however, is sub
ject to the other limitations contained in 
sections 2011 and 2014.

(b) In applying the rule stated in 
paragraph (a) of this section, credit 
for State death taxes or foreign death 
taxes paid within the time provided 
in sections 2011 and 2014 is applied 
first to the portion of the Federal 
estate tax payment of which is, not 
postponed, and any excess is applied 
to the balance of the Federal estate tax. 
However, credit for State death taxes or 
foreign death taxes not paid within the 
time provided in section 2011 or 2014 is 
allowable only against the portion of 
the Federal estate tax attributable to the 
reversionary or remainder interest, and 
only for State or foreign death taxes at
tributable to that interest. If a State 
death tax or a foreign death tax is im
posed upon both a reversionary or re
mainder interest and upon other prop
erty, without a definite apportionment of 
the tax, the amount of the tax deemed 
attributable to the reversionary or re
mainder interest is an amount which 
bears the same ratio to the total tax as 
the value of the reversionary or re
mainder interest bears to the value of 
the entire property with respect to which 
the tax was imposed. In applying this 
ratio, adjustments consistent with those 
required under p a r a g r a p h  (c) of 
§ 20.6163-1 must be made.

(c) The application of this section may' 
be illustrated by the following examples:

Example (1). One-third of the Federal 
estate tax was attributable to a remainder 
interest in real property located in State 
Y, and two-thirds of the Federal estate tax 
was attributable to other property located 
in State X. The payment of the tax attrib
utable to the remainder interest was post
poned under the provisions of section 6163
(a). The maximum credit allowable for 
State death taxes under the provisions of 
section 2011 is $12,000. _ Therefore, of the 
maximum credit allowable, $4,000 is attrib
utable to the remainder interest and $8,000 
is attributable to the other property. Within 
the 4-year period provided for in section 
2011, inheritance tax in the amount of $9,000 
was paid to State X in connection with the 
other property. With respect to this $9,000, 
$8,000 (the maximum amount allowable) is 
allowed as a credit against the Federal estate 
tax attributable to the other property, and 
$1,000 is allowed as a credit against the post
poned tax. After the expiration of the 4-year 
period but before expiration of 60 days after 
termination of the life estate or other preced
ent interest, inheritance tax in the amount 
of $5,000 was paid to State Y in connection 
with the remainder interest. As the maxi
mum credit allowable with respect to the 
remainder interest is $4,000 and $l,000'4ias 
already been allowed as a credit, an addi
tional $3,000 will be credited against the 
Federal estate tax attributable to the remain
der interest.

Example (2). The facts are the same as 
in example (1), except that within the 4- 
year period inheritance tax in the amount 
of $2,500 was paid to State Y with respect to  
the remainder interest and inheritance tax

in the amount of $7,500 was paid to State X 
with respect to the other property. The 
amount of $8,000 is allowed as a credit against 
the Federal estate tax attributable to thg 
other property and the amount of $2,000 is 
allowed as a credit against the postponed 
tax. After the expiration of the 4-year pe
riod but before the expiration of 60 days 
after the termination of the life estate or 
other precedent interest, the estate pays ad
ditional inheritance taxes 'of $5,000 to State 
Y in connection with the remainder interest. 
Thus, additional credit will be allowed in 
the amount of $2,000 ($4,000, maylmur  ̂
credit allowable, less $2,000, credit previously 
allowed) against the Federal estate tax at
tributable to , the remainder interest.

Example (3). The facts are the same as in 
example (2), except that no payment was 
made to State Y within the 4-year period. 
The amount of $7,500 is allowed as a credit 
Against the Federal estate tax attributable 
to the other property. After termination of 
the life interest additional credit will be 
allowed in the amount of $4,000 against the 
Federal estate tax attributable^ to the re
mainder interest. Since the payment of 
$5,000 was made to State Y following the 
expiration of the 4-year period, no part of the 
payment may be allowed as a credit against 
the Federal estate tax attributable to the 
other property.

§ 20.2016 Statutory provisions; recov
ery of taxes claimed as credit.

S e c .  2016. Recovery of taxes claimed as 
credit. If any tax claimed as a credit tinder 
section 2011 or 2014 is recovered from any 
foreign country, any State, any Territory 
or possession of the United States, or the 
District of Columbia, the executor, or any 
other person or persons recovering such 
amount, shall give notice of such recovery 
to the Secretary or his delegate at such time 
and in such manner as may be required by 
regulations prescribed by him, and the Sec
retary or his delegate shall (despite the pro
visions of section 6501) redetermine the 
amount of the tax under this chapter and 
the amount, if any, of the tax due on such 
redetermination, shall be paid by the execu
tor or such person or persons, as the case may 
be, on notice and demand. No interest shall 
be assessed or collected on any amount of 
tax due on any redetermination by the Sec
retary or his delegate, resulting from a refund 
to the executor of tax claimed as a credit 
under section 2014, for any period before the 
receipt of such refund, except to the extent 
interest was paid by the foreign country on 
such refund.

§ 20.2016-1 Recovery of death taxes 
claimed as credit. In accordance with 
the provisions of section 2016, the execu
tor (or any other person) receiving a 
refund of any State death taxes or for
eign death taxes claimed as a cr®~" 
under section 20ll or section 2014 shall 
notify the district director of the refund 
within 30 days of its receipt. The notice 
shall contain the following information.

(a) The name of the decedent;
(b) The date of the decedent’s death,
(c) The property with respect to

which the refund was made; .
<d) The amount of the refund, exclu
i of interest; , ,
e) The date of the refund; and
f) The name and address of the pei - 
receiving the refund.

the refund was in connection with 
;ign death taxes claimed as a creai 
[er section 2014, the notice shall also 
tain a statement showing the amo 
interest, if any, paid by Jore^n
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son filing the notice shall furnish the 
district director such additional informa
tion as he may request. Any Federal 
estate tax found to be due by reason of 
the refund is payable by the person or 
persons receiving it, upon notice and 
demand, even though the refund is re
ceived after the expiration of the period 
of limitations set forth in section 6501 
(see section 6501 <c) (5)).  If the tax 
found to be due results from a refund of 
foreign death tax claimed as a credit 
under section 2014, such tax shall not 
bear interest for any period before the 
receipt of the refund, except to the extent 
that interest was paid by the foreign 
country on the refund.

GROSS ESTATE

§20.2031 Statutory provisions; defi
nition of gross estate.

Sec. 2031. Definition of gross estate—(a) 
General. The value of the gross estate of 
the decedent shall be determined by includ
ing to the extent provided for in this part, 
the value at the time of his death of all prop
erty, real or personal, tangible or intangible, 
wherever situated, except real property situ
ated outside of the United States.

(b) Valuation of unlisted stock and securi
ties. In the case of stock and securities of a 
corporation the value of which, by reason of 
their not being listed on an exchange and by 
reason of the absence of sales thereof, cannot 
be determined with reference to bid and 
asked prices or with reference to gales prices, 
the value thereof shall be determined by tak
ing into consideration, in addition to all 
other factors, the value of stock or securities 
of corporations engaged in the same or a 
similar line of business which are listed on 
an exchange.

§ 20.2031-1 Definition of gross estate; 
valuation of property—(a) Definition of 
gross estate. The value of the gross 
estate of a decedent who was a citizen- 
or resident of the United States at the 
time of his death is the total value of the 
interests described in sections 2033 
through 2044, other than real property 
situated outside of the United States 
(as defined in paragraph (b) (1) (i) of 
§20.0-1) valued as described in §§20.- 
2031-1 to 20.2031-9 and § 20.2032-1, The 
contents of sections 2033 through 2044 
are, in general, (is follows:

(1) Sections 2033 and 2034 are con
cerned mainly with interests in property 
passing through the decedent’s probate 
estate. Section 2033 includes in the 
decedent’s gross estate any interest that 
the decedent had in property at the time 
of his death. Section 2Q34 provides that 
any interest of the decedent’s surviving 
spouse in the decedent’s property, such 
as dower or curtesy, does not prevent the 
inclusion of such property in the dece
dent s gross estate.

(2) Sections 2035 through 2038 deal 
with interests in property transferred by 
ne decedent during his life under such 
rcumstaneos as to bring the interests

Hmfon . decedent’s gross estate. Sec- 
“ 2035 includes in the decedent’s gross 
tate property transferred in contem-

dpntv? °* deatl>. even though the dece
dent had no interest in, or control over, 
cp„fProptfriy at the time of his death. 
nf'+v°n Provides for the inclusion 
w h S IHferred Property with respect to 
men the decedent retained the income 

ne power to designate who shall en-
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joy the income. Section 2037 includes 
in the decedent’s gross estate certain 
transfers under which the beneficial en-' 
joyment of the property could be ob
tained only by surviving the decedent. 
Section 2038 provides for the inclusion 
of transferred property if the decedent 
had at the time of his death the power 
to change the beneficial enjoyment of 
the property. It should be noted that 
there is considerable overlap in the ap
plication of sections 2036 through 2038 
with respect to reserved powers, so that 
transferred property may be includible 
in the decedent’s gross estate in varying 
degrees under more than one of those 
sections.

(3) Sections 2039 through 2042 deal 
with special kinds of property and 
powers. Sections 2039 and 2040 concern 
annuities and jointly held property, re
spectively. Section 2041 deals with 
powers held by the decedent over the 
beneficial enjoyment of property not 
originating with the decedent. Section 
2042 concerns insurance under policies 
on the life of the decedent.

(4) Section 2043 concerns the suffi
ciency of consideration for transfers 
made by the decedent during his life. 
This has a bearing on the amount to be 
included in the decedent’s gross estate 
under sections 2035 through 2038, and 
2041. Section 2044 deals with retro
activity.

(b) Valuation of property in general. 
The value of every item of property in
cludible in a decedent’s gross estate 
under sections 2031 through 2044 is its 
fair market value at the time of the 
decedent’s death, except that if the exec
utor elects the alternate valuation 
method under section 2032, it is the fair 
market value thereof at the date, and 
with the adjustments, prescribed in that 
section. The fair market value is the 
price at which the property would 
change hands between a willing buyer 
and a willing seller, neither being under 
any compulsion to buy or to sell and 
both having reasonable knowledge of 
relevant facts. The fair market value of 
a particular item of property includible 
in the decedent’s gross estate is not to  
be determined by a forced sale price. 
The value is generally to be determined 
by ascertaining as a basis the fair mar
ket value as of the applicable valuation 
date of each unit of the property. For 
example, in the case of shares of stock 
or bonds, such unit of property is gen-»- 
eraliy a share of stock or a bond. Live
stock, farm machinery, harvested and 
growing crops must generally be item
ized and the value of each item sepa
rately returned. Property shall not be 
returned at the value at which it is 
assessed for local tax purposes unless 
that value represents the fair market 
value as of the applicable valuation date. 
All relevant facts and elements of value 
as of the applicable valuation date shall 
be considered in every case. See 
§§ 20.2031-2 to 20.2031-8 for further in
formation concerning the valuation of 
particular kinds of property.

§ 20.2031-2 Valuation of stocks and 
bonds— (a) In general. The value of 
stocks and bonds is the fair market value
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per share or bond on the applicable valu
ation date.

(b) Based on selling prices. If there 
is a market for stocks or bonds, on a 
stock exchange, in an over-the-counter 
market, or otherwise, the mean between 
the highest and lowest quoted selling 
prices on the valuation date is the fair 
market value per share or bond. If 
there were no sales on the valuation date, 
but there were sales on dates within a 
reasonable period both before and after 
the valuation date, the fair market value 
is determined by taking a weighted aver
age of the means between the highest 
and lowest sales on the nearest date be
fore and the nearest date after the valua
tion date. The average is to be weighted 
inversely by the respective numbers of 
trading days between the selling dates 
and the valuation date. For example, 
assume that sales of stock nearest the 
valuation date (Friday, 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 valuation date
/ ---------------------J. i f , instead, the mean
sale prices per share on June 13 and 
June 20 were $15 and $10, respec
tively, the price of $13 is taken as 
representing the fair market value
( ----------5----------V  As a further ex
ample, assume that the decedent died on 
Sunday, October 7, and that Saturday 
and Sunday were not trading days. If 
sales of stock occurred on Friday, Octo
ber 5, at mean sale prices per share of 
$20 and on Monday, October 8, at mean 
sale prices per share of $23, then the 
fair market value per share of stock as 
of the valuation date is $21.50. If stocks 
or bonds are listed on more than one 
exchange, the records of the exchange 
where the stocks or bonds are princi
pally dealt in should be employed. In 
valuing listed securities, the executor 
should be careful to consult accurate 
records to obtain values as of the ap
plicable valuation date. If quotations of 
unlisted securities are obtained from 
brokers, or evidence as to their sale is 
obtained from officers of the issuing 
companies, copies of the letters furnish
ing such quotations or evidence of sale 
should be attached to the return.

(c) Based on bid and asked prices. If 
the revisions of paragraph (b) of this 
section are inapplicable because actual 
sales are not available during a reason
able period beginning before and ending 
after the valuation dace, the fair market 
value may be determined by taking the 
mean between the bona fide bid and 
asked prices on the valuation date, or 
if none, by taking a weighted average 
of the means between the bona fide bid 
and asked prices on the nearest trad
ing date before and the nearest trading 
date after the valuation date, if both 
such nearest dates are within a reason
able period. The average is to be deter-
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mined in the manner described in para
graph (b) of this section.

(d) Based on incomplete selling prices 
or bid and asked prices. If the provi
sions of paragraphs (b) and (c) of this 
section are inapplicable because no ac
tual sale prices or bona fide bid and 
asked prices are available on a date 
within a reasonable period before the val
uation date. but such prices are available 
on a date within a reasonable period 
after the valuation date, or vice versa, 
then the mean between the highest and 
lowest available sale prices or bid and 
asked prices may be taken as the value.

(e) Where selling prices or bid and 
asked prices do not reflect fair market 
value. If it is established that the value 
of any bond or share of stock determined 
on the basis of selling or bid and asked 
prices as provided under paragraphs (b),
(c), and (d) of this section does not re
flect the fair market value thereof, then 
some reasonable modification of that 
basis or other relevant facts and ele
ments of value are considered in deter
mining the fair market value. Where 
sales at or near the date of death are few 
or of a sporadic nature, such sales alone 
may not indicate fair market value. In 
certain exceptional cases, the size of the 
block of stock to be valued in relation to 
the number of shares changing hands in 
sales may be relevant in determining 
whether selling prices reflect the fair 
market value of the block of stock to be 
valued. If the executor can show th a t. 
the block of stock to be valued is so large 
in relation to the actual sales on the 
existing market that it could not be liqui
dated in a reasonable time without de
pressing the market, the price at which 
the block could be sold as such outside 
the usual market, as through an under
writer, may be a more accurate indica
tion of value than market quotations. 
Complete data in support of any allow
ance claimed due to the size of the block 
of stock being valued shall be submitted 
with the return. On the other hand, if 
the block of stock to be valued represents 
a controllihg interest, either actual or 
effective, in a going business, the price 
at which other lots change hands may 
have little relation to its true value.

(f) Where selling prices or bid and 
asked prices are unavailable. If the pro
visions of paragraphs (b), (c), and (d) 
of this section are inapplicable because 
actual sale prices and bona fide bid and 
asked prices are lacking, then the fair 
market value is to be determined by 
taking the following factors into consid
eration:

d )  in  tftr  ease o f corporate;?* other 
bonds, the soundness of the security, the 
interest yield/the date of maturity, and 
other relevant factors; and

(2) In the case of shares of stock, the 
company’s net worth, prospective earn
ing power and dividend-paying capacity, 
and other relevant factors.
Some of the “other relevant factors” re
ferred to in subparagraphs (1) and (2) 
of this paragraph are: the good will of 
the business; the economic outlook in 
the particular industry; the company’s 
position in the industry and its manage
ment; the degree of control of the busi
ness represented by the block of stock to

be valued; and the values of securities of 
corporations engaged in the same or 
similar lines of business which are listed 
on a stock exchange. However, the 
weight to be accorded such comparisons 
or any other evidentiary factors consid
ered in the determination of a value de
pends upon the facts of each case. Com
plete financial and other data upon 
which the valuation is based should be 
submitted with the return, including 
copies of reports of any examinations of 
the company made by accountants, en
gineers, or any technical experts as of or 
near the applicable valuation date.

(g) Pledged securities. The full value 
of securities pledged to'secure an in
debtedness of the decedent is included in 
the gross estate. If the decedent had a 
trading account with a broker, all securi
ties belonging to the decedent and held 
by the broker at the date of death must 
be included at their fair market value as 
of the applicable valuation date. Se
curities purchased on margin for the 
decedent’s account and held by a broker 
must also be returned at their fair mar
ket value as of the applicable valuation 
date. The amount of the decedent’s in
debtedness to a broker or other person 
with whom securities were pledged is 
allowed as a deduction from the. gross 
estate in accordance with the provisions 
of § 20.2053-1 or § 20.2106-1 (for estates 
of nonresidents hot citizens).

(h) Securities subject to an option or 
contract to purchase. Another person 
may hold an option or a contract to pur
chase securities owned by a decedent at 
the time of his death. The effect, if 
any, that is given to the option or con
tract price in determining the value of 
the securities for estate tax purposes 
depends upon the circumstances of the 
particular case. Little weight will be 
accorded a price contained in an option 
or contract under which the decedent is 
free to dispose of the underlying securi
ties at any price he chooses during his 
lifetime. Such is the effect, for example, 
of an agreement on the part of a share
holder to purchase whatever shares of 
stock the decedent may own at the time 
of his death. Even if the decedent is not 
free to dispose of the underlying securi
ties at other than the option or contract 
price, such price will be'disregarded in 
determining the value of the securities 
unless it is determined under the cir
cumstances of the particular case' that 
the agreement represents a bona fide 
business arrangement and not a device 
to pass the decedent’s shares to the nat
ural objects of his bounty for less than 
an adequate and full consideration in 
money or money’s worth.

(i) Stock sold ‘‘ex-dividend.’* In any 
case where a dividend is declared on a 
share of stock before the decedent’s 
death but payable to stockholders of 
record on a date after his death and the 
stock is selling “ex-dividend” on the date 
of the decedent’s death, the amount of 
the dividend is added to the ex-dividend 
quotation in determining the fair mar
ket value of the stock as of the date of 
the decedent’s death.

§ 20.2031-3 Valuation of interests in 
businessesJ The fair market value of

any interest of a decedent in a business, 
whether a partnership or a proprietor
ship, is the net amount which a willing 
purchaser, whether an individual or a 
corporation, would pay .for the interest 
to a willing seller, neither being under 
any compulsion to buy or to sell and both 
having reasonable knowledge of relevant 
facts. The net value is determined on 
the basis of all r e l e v a n t  factors 
including—
• (a) A fair appraisal as of the appli

cable valuation date of all the assets of 
the business, tangible and intangible, 
including good will;

(b) The demonstrated earning capac
ity of the business; and

(c) The other factors set forth in par
agraphs (f) and (h) of § 20.2031-2 re
lating 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 in all cases in which 
the decedent has not agreed, for an ade
quate and full consideration in money or 
money’s . worth, that his interest passes 
at his death to, for example, his surviv
ing partner or partners. Complete fi
nancial and other data upon which the 
valuation is based should be submitted 
with the return, including copies of re
ports of examinations of the business 
made by accountants, engineers, or any 
technical experts as of or near the appli
cable valuation date.

§ 20.2031-4 Valuation of notes. |  The 
fair market value of notes, secured or un
secured, is presumed to be the amount of 
unpaid principal, plus interest accrued 
to the date of death, unless the executor 
establishes that the value is lower or 
that the notes are worthless. However, 
items of interest' shall be separately 
stated on the estate tax return. If not 
returned at face value, plus accrued in
terest, satisfactory evidence must be sub
mitted that the note is worth less than 
the unpaid amount (because of the in
terest rate, date of maturity, or other 
cause), or that the note is uncollectible, 
either in whole or in part (by reason of 
the insolvency of the party or parties 
liable, or for other cause), and that any 
property pledged or mortgaged as secu
rity is insufficient to satisfy the obli-

ition.
§ 20.2031-5 Valuation of cash on hand 

• on deposit. The amount of cash be- 
hging to the decedent at the date of his 
îath, whether in his . possession or in 
îe possession of another, or. deposited., 
ith a bank, is included in the decedent s 
ross estate. If bank checks outstanding 
: the time of the decedent’s death ana 
iven in discharge of bona fide legal 
oligations of the decedent incurred for 
a adequate and full consideration 
Loney or money’s worth are subse- 
rently ” honored by the bank a 
larged to the decedent’s account, 
alance remaining in the account may 
3 returned, but only if the oWiga 
re not claimed as deductions from 
ross estate. . ,
§ 20.2031-6 Valuation of household 

ad personal effects—(a) . r *
he fair market value of the decedents
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price which a willing buyer would pay 
to a willing seller, neither being under 
any compulsion to buy or to sell and 
both having reasonable knowledge of 
relevant facts. A room by room itemiza
tion of household and personal effects is 
desirable. All the articles should be 
named specifically, except that a number 
of articles contained in the same room, 
none of which has a value in excess of 
$100, may be grouped. A separate value 
should be given for each article named. 
In lieu of an itemized list, the executor 
may furnish a written statement, con
taining a declaration that it is made 
under penalties of perjury, setting forth 
the aggregate value as appraised by a 
competent appraiser or appraisers of 
recognized standing and ability, or by a 
dealer or dealers in the class of person
alty involved*

(b) Special rule in cases involving a 
substantial amount of valuable articles. 
Notwithstanding the provisions of para
graph (a) of this section, if there are 
included among the household and per
sonal effects articles having marked 
artistic or intrinsic value of a total value 
in excess of $3,000 (e. g., jewelry, furs, 
silverware, paintings, etchings, engrav
ings, antiques, books, statuary, vases, 
oriental rugs, coin or stamp collections), 
the appraisal of an expert or experts, 
under oath, shall be filed with the return,* 
The appraisal shall be accompanied by 
a written statement of the executor con
taining a declaration that it is made un
der the penalties of perjury as to the 
completeness of the itemized list of such 
property and as to the disinterested char
acter and the qualifications of the ap
praiser or appraisers.

(c) Disposition of household effects 
prior to investigation. If it is desired to 
effect distribution or sale of any portion 
of the household or personal effects of 
the decedent in advance of an investi
gation by an officer of the Internal Rev
enue Service, information to that-effect 
shall be given to the district director. 
The statement to the district director 
shall be accompanied by an appraisal of 
such property, under oath, and by a 
witten statement of the executor, con
taining a declaration that it is made 
under the penalties of perjmy, regarding 
the completeness of the list of such prop
erty and the qualifications of the ap
praiser, as heretofore described. If a 
Personal inspection by an officer of the 
internal Revenue Service is not deemed 
necessary, the executor will be so ad- 
YlsS- . This procedure is designed to 
raclhtate disposition of such property 
and to obviate future expense and in- 
convenienee to the estate by affording 
tne district director an opportunity to 
maxe an investigation should one be 
aeemed necessary prior to sale or dis
tribution.
. ^  Additional rules if an

Pursuant to paragrj 
_ ’ and (c) of this section, ex 

are employed, care shoul 
nf ?ee ^ a t  they are reputable 

° ° ^ e d  competency to appraise 
thft class of property involved 

appraisal, books in sets by stan< 
°rS should be listed in sepa 
PS. In listing paintings ha

artistic value, the size, subject, and 
artist’s name should be stated. In the 
case of oriental rugs, the size, make, and 
general condition should be given. Sets 
of silverware should be listed in separate 
groups. Groups or individual pieces of 
silverware should be weighed and the 
weights given in troy ounces. In arriving 
at the value of silverware, the appraisers 
should take into consideration its antiq
uity, utility, desirability, condition, and 
obsolescence.

§ 20.2031-7 Valuation of annuities, 
life estates, terms for years, remainders 
and reversions—(a) In general. (1) The 
fair market value o f annuities, life es
tates, terms for years, remainders and 
reversions is their present value, deter
mined under this section, except in the 
case of annuities under contracts issued 
by companies regularly engaged in their 
sale. The valuation of such commercial 
annuity contracts, and of insurance pol
icies on the lives of persons other than 
the decedent, is determined u n d e r  
§ 20.2031-8. (See § 20.2042-1 with- re
spect to insurance policies on the dece- 
dent’§ life.)

(2) The present value of an annuity, 
life estate, remainder or reversion de
termined under this section which is 
dependent on the continuation or ter
mination of the life of one person is 
computed by the use of Table I in para
graph (f) of this section. The present 
value of an annuity, term for years, re
mainder or reversion dependent on a, 
term certain is computed by the use o f  
Table II in paragraph (f) of this section. 
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 de
scribed in this section, the age of a per
son is to be taken as the age of that 
person at his nearest birthday.

(b) Annuities— (1) Payable annually 
a t 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 due one year after 
decedent’s death), 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 
is payable annually at the end of each 
year for a definite number of years, the 
amount payable annually is multiplied 
by the figure in column 2 of Table II 
opposite the number of years in column 
1 representing* the duration of the 
annuity. The application Of this sub- 
paragraph may be illustrated by the 
following examples:

Example (1). The decedent received, under 
the terms of his father’s will an annuity of 
$10,000 a year payable annually for the life 
of his elder brother. At the time he died, 
an annual payment had just been made. 
The brother at the decedent’s death was 40 
years 8 months old. By reference to Table I, 
the figure in column 2 opposite 41 years, the 
number nearest to the brother’s actual age, 
is found to be 17.6853. The present value of 
the annuity at the date of the decedent’s 
death is, therefore, $176,853 ($10,000 X
17.6853).

Example (2). The decedent was entitled 
to receive an annuity of $10,000 a year pay
able annually throughout a term certain. 
At the time he died, an annual payment had 
just been made and five more annual pay
ments were still to be made. By reference 
to Table n . It is found that the figure in  
column 2 opposite 5 years is 4.5151. The 
present value of the annuity is, therefore, 
$45,151 ($10,000X4.5151).

(2) Payable at the end of semiannual, 
quarterly, monthly, or weekly periods. 
If an annuity is payable at the end of 
semiannual, quarterly, m o n t h l y ,  or 
weekly periods duririg the life of an 
individual (as for example if the first 
payment is due one month after the 
decedent’s death), the aggregate amount 
to be paid 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 annu
ity. The product so obtained is then 
multiplied by whichever of the following 
factors is appropriate:

1.0087 for semiannual payments,
1.0130 for quarterly payments,
1.0159 for monthly payments,
1.0171 for weekly payments.

If the annuity is payable at the end of 
semiannual, quarterly,' m o n t h l y ,  or 
weekly periods for a definite number of 
years, the aggregate amount to be paid 
within a year is first multiplied by the 
figure in column 2 of Table II opposite 
the number of years in column 1 repre
senting 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 illustrated by the 
following example:

Example. The facts are the same as those 
contained in example (1) set forth in sub- 
paragraph (1) of this paragraph, except that 
the annuity is payable^, semiannually. The 
aggregate annual amount; $10,000, is multi
plied by the factor 17.6853, and the product 
multiplied by 1.0087. The present value of 
the annuity at the date of the decedent’s 
death is, therefore, $178,391.62 ($10,000 X 
17.6853 X 1.0087).

(3) Payable a t the beginning of an
nual, semiannual, quarterly, monthly, or 
weekly periods, (i) 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 Ipe made immediately 
after the decedent’s death), the value of 
the annuity is the sum of (a) ins 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 illustrated by the 
following example:

Example. The decedent was entitled to 
receive an annuity of $50 a month during 
the lift? of another. The decedent died on 
a day the payment was due. At the date of 
the decedent’s death, the person whose life 
measures the duration of the annuity was 
50 years of age. ’ The value of the annuity 
at the date of the decedent’s death is $50 
plus the product of $50X12X14.8486 (see 
Table I) X 1.0159 (see subparagraph (2) of 
this paragraph), or $9,100.82.
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(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:

1.0350 for annual payments,
1.0262 for semiannual payments,
1.0218 for quarterly payments,
1.0189 for monthly payments,
1.0177 for weekly payments.

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

Example. The decedent was the benefi
ciary of an annuity of $50 a month. On 
the day a payment was due, the decedent 
died. There were 300 payments to be made, 
including the payment due. The value of 
the annuity as of the date of decedent’s 
death is the product of $50x12X16.4815 (see 
Table II) X 1.0189, 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 mul
tiplied 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 
nonincome-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 ex
ample:

Example. The decedent or his estate was 
entitled to receive the income from a fund 
of $50,000 during the life of his elder brother. 
Upon the brother’s death, the remainder is 
to go to X. The brother was 31 years 5 
months old at the time of decedent’s death. 
By reference to Table I, the figure in column 
3 opposite 31 years is found to be 0.71068. 
The present value of decedent’s interest is, 
therefore, $35,534 ($50,000 x  0.71068).

(d) Remainders or reversionary inter
ests. If a decedent had, at the time of 
his death, a remainder or a reversionary 
interest in property to take effect after 
an estate for the life of another, the 
present value of his interest is obtained 
by multiplying the value of the property 
by the figure in column 4 of Table I op
posite the number of years nearest-to 
the actual age of the person whose life 
measures the preceding estate. If the 
remainder or reversion is to take effect 
at the end of a term for years, column 4 
of Table II is used. The application of 
this paragraph may be illustrated by the 
following example:

Example, t The decedent was entitled to 
receive certain property worth $50,000 upon 
the death of his elder brother, to whom the 
income was bequeathed for life. At the time 
of the decedent’s death, the elder brother 
was 31 years 5 months old. By reference to 
Table I, the figure in column 4 opposite 31 
years is found to be 0.28932. The present 
value of the remainder interest at the date 
of decedent’s death is, therefore, $14,466 
($50,000 X 0.28932).

(e) Actuarial computations by the In
ternal Revenue Service. If the valuation 
of tlie interest involved, is dependent

upon the continuation or the termination 
of more than one life or upon a term 
certain concurrent with one or more lives, 
a special factor must be used. The factor 
is to be computed upon the basis of the 
Makehamized/ mortality table appearing 
as Table 38 of United States Life Tables 
and Actuarial Tables 1939-1941, pub
lished by the United States Department 
of Commerce, Bureau of Census, and in
terest at the rate of 3V2 percent a year, 
compounded annually. Many such 
factors may be found in, or readily com
puted with the use of the tables contained 
in, a pamphlet entitled “Actuarial 
Values for Estate and Gift Tax.” This 
pamphlet piay be purchased from the 
Superintendent of Documents, United 
S t a t e s  Government Printing Office, 
Washington 25, D. C. However, if la spe
cial factor is required in the case of an 
actual decedent, the Commissioner will 
furnish the factor to the executor upon 
request. The request must be accom
panied by a statement of the date of 
birth of each person, the duration of 
whose life may affect the value of the 
interest, and by copies of the relevant 
instruments.

(f) The following tables shall be used 
in the application of the provisions of this 
section:

T a b l e  I

TABLE, SINGLE LIFE, 8M PERCENT, SHOWING THE PRES
ENT WORTH OF AN ANNUITY, OF A LIFE INTEREST, AND 
OF A REMAINDER INTEREST

o>

Age

(2)

Annuity

(3)
Life

estate

(4)

Remainder

o_____________ 23.9685 0.83890 0.16110l ................................. 24.9035 ¿$7162 .12838
2_____________ * 24.8920 . 87122 .128783................................. 24.8246 .86886 .131144................................. 24.7378 .86582 .134185................................. 24.6392 .86237 .13763
6 ___________ 24. 5326 .85864 .141367................................. 24.4188 .85466 .14534
8 ....................... ........ 24. 2982 .85044 .149569................................ 24.1713 .84600 .15400
10. . . . . . . __________ 24.0387 j .84135 .15865
11............................... 23.9008 .83653 .16347
12............................... -23.7600 .83160 .1684013...... ......................... 23.6161 .82656 .1734414............................... 23.4693 .82143 . 17857
15............................... 23.3194 .81618 .18382
16............................... 23.1665 .81083 .1891717... ______  . .  . 23.0103 .80536 .19464
18............................... 22.8511 .79979 .20021
19............................... 22.6870 .79404 .20596
20.............................. 22. 5179 .78813 .21187
21............................... 22.3438 .78203 .21797
22............................... 22.1646 .77576 .2242423____________ T : 21.9801 .76930 .2307024............................... 21.7902 .76266 .23734
25.......................... 21.5950 .75582 .24418
26............................... 21.3942 .74880 .2512027_______________ 21.1878 .74157 .2584328.............................. 20.9759 .73416 .26584
29.............................. 20.7581 .72653 .27347
30.............................. 20. 5345 .71871 .28129
31............................... 20.3052 .71068 .2893232.. . . . __________ 20.0699 * .70245 .29755
33....................... . . 19.8288 .69401 .30599
34............... ............... 19.5816 .68536 .31464
35......... ..................... 19.3285 .67650 .32350
36 ............................. 19.0695 .66743 .33257
37.............................. 18.8044 .65815 .34185
38............................... 18.5334 .64867 .35133
39............................... 18.2566 .53898 .36102
40.............................. 17.9738 .62908 .37092
41............................... 17.6853 .61899 .38101
42............................... 17! 3911 .60869 .39131
43............................... 17.0913 .69820 ¿40180
44............................... 16. 7860 .68751 .41249
45............................... 16.4754 .57664 .42336
46............................... 16.1596 .56559 .43441
47________ _______ 15.8388 .55436 .44564
48............................... 15.5133 .54297 .4570349_____  . ____ 15/1831 .63141 .46859
50............................... 14.8486 .51970 .48030
51............................... 14. 5101 .60785 .49215
52............................... 14.1678 ; 49587 .50413

T a b l e  I —Continued
TABLE, SINGLE LIFE, 3 H  PERCENT, SHOWING THE PRES. 

ENT WORTH OF AN ANNUITY, OF A LIFE INTEREST AND
OF A r e m a in d e r  in t e r e s t —c o n tin u e d

CD

Age

(2)

A n n u ity

(3)

Life
esta te

(4)

Remainder

5 3 ....................._ r .____ _ 13.8221 0.48377 0.5162354__ ________________ 13.4734 .47157 .5284355_______________ ___ 13.1218 .45926 .5407456___________________ 12.V679 .44688 .5531257....... .............................. 12.4120 .43442 .5655858....................................... 12.0546 .42191 .5780959____________ ______ 11.6960 .40936 .590646 0 . . .................................. 11.3369 .39679 .6032161 ...................................... 10.9776 .38422 .615786 2 . . . ................................ 10.6186 .37165 .6283563...................................... 10.2604 .35911 .6408964___________________ 9.9036 ' .34663 .653376 5 . . .................. i .............. 9.5486 .33420 .6658066....................................... 9.1960 .32186 .6781467....................................... 8.8464 .30962 .690386 8 . . .................................. 8.5001 .29750 .7025069....................................... 8.1578 .28552 .7144870....................................... 7.8200 .27370 .72630
71____  . . . . . . . 7.4871 .26205 .73795
72....................................... 7.1597 .25059 .74941
73....................................... 6.8382 .23934 .76066
74.................................... . 6.5231 .22831 .77169
7 5 . . . ................................ 6.2148 .21752 .78248
76....................................... 6.9137 .20698 .79302
77 ................................ ..... 5.6201 .19670 .80330
78...................................... 5.3345 .18671 .81329
79....................................... 6.0572 .17700 .82300
80....................................... 4.7884 .16759 .83241
81......... ............................. 4.5283 .15849 .84151
82 ...................................... 4.2771 .14970 .85030
83....................................... 4.0351, . 14123 .85877
84...................................... 3.8023 .13308 .86692
85...................................... 3.5789 .12526 .87474
86..................................... 3.3648 .11777
87______ ____ _______ 3.1601 .11060 .88940
88...................................... 2.9648 .10377 .89623
89...................................... 2.7788 .09726 .90274
90....................................... 2.6019 .09107 .90893
91...................................... 2.4342 .08520 .91480
92....................................... 2.2754 .07964 .92036
93___________________ 2.1254 .07439 92561
94___________________ 1.9839 .06944 .93056
95___________________ 1.8507 .06477 .93523
96............. ........................ 1.7256 .06040 .93960
97___________________ 1.6082 .05629 .94371
98___________________ 1.4982 .05244 .94756
99...................................... 1.3949 .04882 .95118
100________________ 1.2973 .04541 .95459
101 .. - -  .  _____ 1.2033 .04212 .95788
102..................................... 1.1078 .03877 .96123
m 3 . . . . .9973 .03491 .96509
104..................................... .8318 .02911 .97089
105__________________ .4831 .01691- .98309

T a b l e  n

TABLE SHOWING THE PRESENT WORTH AT 354 PERCENT OF 
AN ANNUITY FOR A TERM CERTAIN, OF AN INCOME INTER
EST FOR A TERM CERTAIN, AND OF A REMAINDER INTER
EST POSTPONED FOR A TERM CERTAIN

d)^ (2) (3) (4)
Number of years Annuity Term

certain
Remainder

1_____ . .. 0.9662 0.033816 0.966184
___ ... 1.8997 .066489 .933511

3 ' ..... 2.8016 * 098057 .901943
4 3.6731 .128558 .871442
6 ____ : . . . . . . . 4.5151 .158027 .841973
6 ____________ 5.3286 .186499 .813501
7 ... .... . .... ... & 1145 .214009 .785991
8 _____________ 6.8740 .240588 .759412
9 .................... 7.6077 .266269 ■ .733731
10 ’ 8.3166 .291081 .708919
11 ...................... 9.0016 .315054 .684946
12 . ____  — 9.6633 .338217 .661783
13 _______ 10.3027 .360596 .639404
14............................ 10.9205 .382218 .617782
Ii} ._T-_ ___  _ 11.5174 .403109 .596891 

.676706 

.557204 

.538361 

.520156 
' .602566 

.«5571 

.469151 

.463286 

.437957- 

.423147 

.408838 
/  .895012 

.881654 

.3687«

16 __ ____ 12.0941 .423294
17 ___________ 12.6513 .442796
18 ____  . . 13.1897 .461639
19 . ___ _ .. 13.7098 .479844
20 . ____ 14.2124 .497434
21 __  .. .  . 14.6980 .614429
22 ___ 15.1671 .530849
23 ....... .....  . 15.6204 .546714

16.0584 .562043
91 16.4815 .576853
26 . _ ___ 16.8904 .591162

I
17.2854 
17.6670

.604988

.618346
29... 18.0358 .631252

18.3920 .643722
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s 20.2031-8 Valuation of certain life 
insurance and annuity contracts. (3.) 
The value of a contract for the payment 
of an annuity, or an insurance policy on 
the life of a person other than the dece
dent, issued by a company regularly en
gaged in the selling of contracts of that 
character is established through the sale 
by that company of comparable con
tracts. An annuity payable uhder a 
combination annuity contract and Ufe 
insurance policy on the decedent’s life 
(e. g., a “retirement income” policy with 
death benefit) under which there was 
no insurance element at the time of the 
decedent’s death (see paragraph (d) of 
§ 20.2039—1) is treated like a contract for 
the payment of an annuity for purposes 
of this section.

(b) As valuation of an insurance 
policy through sale of comparable con
tracts is not readily ascertainable when, 
at the date of the decedent’s death, the 
contract has been in force for some time 
and further premium payments are to 
be made, the value may be approxi
mated by adding to the interpolated 
terminal reserve at the date of the dece
dent’s death the proportionate part of 
the gross premium last paid before the 
date of the decedent’s death which 
covers the period extending beyond that 
date. If, however, because of the un
usual nature of the contract such an 
approximation is not reasonably close 
to the full value o f the contract, this 
method may not be used.

(c) The application of this section may 
be illustrated by the following examples. 
In each case involving an insurance con
tract, it is assumed that there are no 
accrued dividends or outstanding indebt
edness on the contract.

Example (1). X purchased from a life 
insurance company a joint and survivor an
nuity contract under the terms of which X 
was to receive payments of $1,200 annually 
for his life and, upon X ’s death, his wife was 
to receive payments of $1,200 annuaUy for 
her life. Five years after such purchase, 
when his wife was 50 years of age, X died. 
The value of the annuity contract at the date 
of X’s death is the amount which the com
pany would charge for an annuity providing 
for the payment of $1,200 annually for the 
life of a female 50 years of age.

Example (2). Y died holding the incidents 
of ownership in a life insurance policy on 
the life of his wife. The policy was one on 
which no further payments were to he made 
to the company (e. g., a single premium 
policy or a paid-up policy). The value of 
the insurance policy at the date of Y’s death 
is the amount which the company would 
charge for a single premium contract of the 
same specified amount on the life of a person 
of the age of the insured.

Example (3). z died holding the incidents 
ownership in a life insurance policy on 

?. life oi his wife. The policy was an 
ainary life policy issued nine years and 

wh1 n̂ n^ s Prior to Z’s death and at a time 
a ®n i wife was 35 years of age. The gross 

 ̂ premium is $2,811 and--the decedent 
dna ri»!™ ^ ?uths after the last premium 
at tv,atej  value of the insurance policy 
follows* a Ĉ ^'s deafch is computed as

TyeSnal reserve at end of tenth  

TyearQal reserve at end of ninth
$14, 601. 00 

12, 965Î 00
Increase,---------------------- - j  636.00
No. 123----- 4.

One-third of such increase (Z 
having died four months fol
lowing the last preceding pre
mium due date) is--------------- -

Terminal t eserve at end of ninth  
year_____ _________ ______ _—

$545.33 

12,965. 00

Interpolated terminal reserve at
date of Z’s death,— ________  13, 510. 33

Two-thirds of gross premium
(% X $2,811)_________ _______  1,874.00

Value <of the insurance 
policy__ ______ ____ _ 15,384.33

§ 20.2031-9 Valuation of other prop- 
erf2/. The valuation of any property not 
specifically described in §§ 20.2031-2 to
20.2031-8 is made in accordance with the 
general principles set forth in § 20.2031-
1. For example, a future interest in 
property not subject to valuation in ac
cordance with the actuarial principles 
set forth in § 20.2031-7 is to be valued 
in accordance with the general principles 
set forth in § 20.2031-1.

§ 20.2032 Statutory provisions; alter
nate valuation.

S e c . 2032. Alternate valuation—(a) Gen
eral. The value of the gross estate may be 
determined, if the executor so elects, by 
valuing all the property included in  the 
gross estate as follows:

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

(2) In the case of property not distributed, 
sold, exchanged, or otherwise disposed of, 
within 1 year after the decedent’s death such 
property shall be valued as of the date 1 
year after the decedent’s death.

(3) Any interest or estate which is affected 
by mere lapse of time shaU be included at 
its Value as of the time of death (instead of 
the later date) with adjustment for any 
difference in its value as of the later date 
not due to mere lapse of time.

(b) Special rules. No deduction under 
this chapter of any item shall be allowed if 
aUowance for such item is in effect given by 
the alternate valuation provided by this sec
tion. Wherever in  any other subsection or 
section of this chapter reference is made 
to the value of property at the time of the 
decedent’s death, such reference shall be 
deemed to refer to the value of such property 
used in determining the value of the gross 
estate. In case of an, election made by the 
executor under this section, then—

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

(2) For the purpose of the marital de
duction under section 2056, any interest in  
property passing to the surviving spouse,
shall be valued as of the date of the dece
dent’s death with adjustment for any differ
ence in value (not due to mere lapse of time 
or the occurrence or nonoccurrence of a 
contingency) of the property as of the date 
1 year after the decedent’s death (sub
stituting, in the case of property distributed 
by the executor or trustee, or sold, exchanged, 
or otherwise disposed of, during such 1-year 
period, the daté thereof).

(c) Time of election. The election pro
vided for in this section shall be exercised 
by the executor on his return if filed within 
the time prescribed by law or before the ex
piration of any extension of time granted 
pursuant to law for the filing of the return.

§ 20.2032-1 Alternate valuation— (a) 
In general. In general, section 2032 pro
vides for the valuation of a decedent’s

gross estate at a date other than the date 
of the decedent’s death. More specifi
cally, if an executor elects the alternate 
valuation method under section 2032, the 
property included in the decedent’s gross 
estate on the date of his death is valued 
as of whichever of the following dates 
is applicable:

(1) Any property distributed, sold, ex
changed, or otherwise disposed of within 
one year after the decedent’s death is 
valued as of the date on which it is first 
distributed, sold, exchanged, or otherwise 
disposed o f;

(2) Any property-not distributed, sold, 
exchanged, or otherwise disposed of 
within one year after the decedent’s 
death is valued as of the date one year 
after the date of the decedent’s death;

(3) Any property, interest, or estate 
which is affected by mere lapse of time 
is valued as of the date of the decedent’s 
death, but adjusted for any difference in 
its value not due to mere lapse of time 
as of the date one year after the de
cedent’s death, or a& of the date of its 
distribution, sale, exchange, or other 
disposition, whichever date first occurs.

(b) Method and effect of election. (1) 
While it is the purpose of section 2032 
to permit a reduction in the amount of 
tax that would otherwise be payable if 
the gross estate has suffered a shrink
age in its aggregate value in the year 
following the decedent’s death, the al
ternate valuation method is not auto
matic but must be elected. Further
more, the alternate valuation method 
may be elected whether or not there 
has been a'shrinkage in the aggregate 
value of the estate. However, the elec
tion is not effective for any purpose un
less the value of the gross estate at the 
time of the decedent’s death exceeded 
$60,000, so that an estate tax return is 
required' to be filed under section 6018.

(2) If the alternate valuation method 
under section 2032 is to be used, section 
2032 (c) requires that the executor must 
so^lect on the estate tax return required 
under section 6018, filed within 15 
months from the date of the decedent’s 
death or within the period of any exten
sion of time granted by the district di
rector under section 6081. In no case 
may the election be exercised, or a pre
vious election changed, after the expira
tion of such time. If the election is 
made, it applies to all the property in
cluded in the gross estate, and cannot 
be applied to only ' a portion of the 
property.

(c) Meaning of “distributed, sold, ex
changed, or otherwise disposed of”. (1) 
The phrase “d i s t r i b u t e d ,  sold, ex
changed, or otherwise disposed of” com
prehends all possible ways by which 
property ceases to form a part of the 
gross estate. For example, money on 
hand at the date of the decedent’s death 
which is thereafter used in the payment 
of funeral expenses, or which is there
after invested, falls within the term 
“otherwise disposed of.” The term also 
includes the surrender of a stock cer
tificate for corporate assets in complete 
or partial liquidation of a corporation 
pursuant to section 331. The term does 
not, however, extend to transactions 
which are mere changes in form. Thus, 
it does not include a transfer of assets
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to a corporation in exchange for its 
stock in a transaction with respect to 
which no gain or loss would be recogniz
able for income tax purposes under sec
tion 351. Nor does it include an ex
c h a n g e  of stock or securities in a 
corporation for stock or securities in the 
same corporation or another corporation 
in a transaction, such as a merger, re
capitalization, reorganization or other 
transaction described in section 368 (a) 
or 355, with respect to which no gain or 
loss is recognizable for income tax pur
poses under section 354 or 355.

(2) Property may be “distributed” 
either by the executor, or by a trustee of 
property included in the gross estate un
der sections 2035 through 2038, or sec
tion 2041. Property is considered as 
“distributed” upon the first to occur of 
the following:

(i) The entry of an order or decree of 
distribution, if the order or decree sub
sequently becomes final;

(ii) The segregation or separation of 
the property from the estate or trust so 
that it becomes unqualifiedly subject to 
the demand or disposition of the dis
tributee; or

(iii) The actual paying over or de
livery of the property to the distributee.

(3) Property may be “sold, exchanged, 
or otherwise disposed of” by: (i) The 
executor; (ii) a trustee or others donee 
to whom the decedent during his life
time transferred property included in his 
gross estate under sections 2035 through 
2038, or section 2041; (iii) an heir or 
devisee to whom title to property passes 
directly under local law; (iv) a surviv
ing joint tenant or tenant by the entire
ty; or (v) any other person. If a bind
ing contract for the sale, exchange, or 
other disposition of property* is entered 
into, the property is considered as sold, 
exchanged, or otherwise disposed of on 
the effective date of the contract, unless 
the contract is not subsequently carried 
out substantially in accordance with its 
terms. The effective date of a contract 
is normally the date it is entered into 
(and not the date it is consummated, or 
the date legal title to the property 
passes) unless the contract specifies a 
different effective date.

(d) “Included property” and “ex
cluded property”. If the executor elects 
the alternate valuation method under 
section 2032, all property interests ex
isting at the date of decedent’s death 
which form a part of his gross estate 
as determined under sections 2033 
through 2044 are valued in accordance 
with the provisions of this section. Such 
property interests are hereinafter re
ferred to in this section as “included 
property”. Furthermore, such property 
interests remain “included property” for 
the purpose of valuing the gross estate 
under the alternate valuation method 
even though they change in form dur
ing the alternate valuation period by be
ing actually received, or disposed of, in 
whole or in part, by the estate. On the 
other hand, property earned or accrued 
(whether received or not) after the date 
of the decedent’s death and during the 
alternate valuation period with respect 
to any property interest existing at the 
date of the decedent’s death, which does

not represent a form of “included prop
erty” itself or the receipt of “included 
property”, is excluded in valuing the 
gross estate under the alternate valua
tion method. Such property is herein
after referred to in this section as “ex
cluded p r o p e r t y”. Illustrations of 
“included property” a n d  “excluded 
property” are contained in the subpara
graphs (1) to (4) of this paragraph:

(1) Interest-bearing obligations. In
terest-bearing obligations, such as bonds 
or notes, may comprise two elements of 
“included property” at the date of the 
decedent’s death, namely, (i) the prin
cipal of the obligation itself, and (ii) 
interest accrued to the date of death. 
Each of these elements is to be separately 
valued as of the applicable valuation 
date. Interest accrued after the date of 
death and before the subsequent valu
ation date c o n s t i t u t e s  “excluded 
property”. However, any part payment 
of principal made between the date of 
death and the subsequent valuation date, 
or any advance payment of interest for 
a period after the subsequent valuation 
date made during the alternate valua
tion period which has the effect of re
ducing the value of the principal obli
gation as of the subsequent valuation 
date, will be included in the gross estate, 
and valued as of the date of such 
payment.

(2) Leased property. The principles 
set forth in subparagraph (1) of this 
paragraph with respect to interest- 
bearing obligations also apply to leased 
realty, or personalty which is included 
in the gross estate and with respect to 
which an obligation to pay rent has been 
reserved. Both the realty or personalty 
itself and the rents accrued to'the date 
of death constitute “included property”, 
and each is to be Separately valued as 
of the applicable valuation date. Any 
rent accrued after the date of death and 
before the subsequent valuation date is 
“excluded property”. Similarly, the 
principle applicable with respect to in
terest paid in advance is equally appli
cable with respect to advance payments 
of rent.

(3) Noninterest-bearing obligations. 
In the case of noninterest-bearing obli
gations sold at a discount, such as savings 
bonds, the principal obligation and the 
discount amortized to the date of death 
are property interests existing at the date 
of death and constitute “included prop
erty”. The obligation itself is to be 
valued at the subsequent valuation date 
without regard to any further increase 
in value due to amortized discount. The

additional discount amortized after 
death and during the alternate valuation 
period is the equivalent of interest ac
cruing dining that period and is, 
therefore, not to be included in the gross 
estate under the alternate valuation 
method.

(4) Stock of a corporation. Shares of 
stock in a corporation and dividends de
clared to stockholders of record on or 
before the date of the decedent’s death 
and not collected at the date of death 
constitute “included property” of the 
estate. On the other hand, ordinary 
dividends out of earnings and profits 
(whether in cash, shares of the corpora
tion, or other property) declared to 
stockholders of record after the date of 
the decedent’s death are “excluded prop
erty” and are not to-be valued under the 
alternate valuation method. If, how
ever, dividends are declared to stock
holders of record after the date of the 
decedent’s death with the effect that the 
shares of stock at the subsequent valua
tion date do not reasonably represent 
the same “included property” of the 
gross estate as existed at the date of the 
decedent’s death, the dividends are “in
cluded property”, except to the extent 
that they are out of earnings of the 
corporation after the date of the dece
dent’s death. For example, if a corpo
ration makes a distribution in partial 
liquidation to stockholders of record 
during the alternate valuation period 
which is not accompanied by a surrender 
of a stock certificate for cancellation, the 
amount of the distribution received on 
stock included in the gross estate is it
self “included property”, except to the 
extent that the distribution was out of 
earnings and profits since the date of the 
decedent’s death. Similarly, if a corpo
ration, in which the decedent owned a 
substantial interest and which possessed 
at the date of the decedent’s death ac
cumulated earnings and profits equal to 
its paid-in capital, distributed all of its 
accumulated earnings and profits as a 
cash dividend to shareholders of record 
during the alternate valuation period, 
the amount of the dividends received on 
stock includible in the gross estate will 
be included in the gross estate under the 
alternate valuation method. Likewise, 
a stock dividend distributed under such 
circumstances is “included property”.

(e) Illustrations of “included prop
erty” and “excluded property”. The ap
plication of paragraph (d) of this section 
may be further illustrated by the follow
ing example in which it is assumed that 
the decedent died on January 1, 1955:

Description
' Subsequent 

valuation 
date

Alternate
value

Value at 
date of 
death

Bond, par value $1,000, bearing Interest at 4 percent payable quarterly on 
Feb. 1, May 1, Aug. 1, and Nov. 1. Bond distributed to legatee on Mar. 
1, 1955....................... _»......................................__...............................— Mar. 1,1955 $1, 000.00 $1,000.00

Interest coupon of $10 attached to bond and not cashed at date of death 
although due and payable Nov. 1, 1954. Cashed by executor on Feb. 
1 ,1955  ...................................................................................... Feb. 1,1955 10.00 10.00

6.67Interest accrued from Nov. 1,1954, to Jan. l f 1955, collected on Feb. 1,1955-. Feb. 1,1955 6.67
Beal estate, not disposed of within year following death. Rent of $300 

due at the end of each quarter, Feb. 1, May 1, Aug. 1, and Nov. 1........... Jan. 1,1956 11, 000.00 12,000.00

Bent due for quarter ending Nov. 1, 1954, but not collected until Feb. 1, 
1955............................................................. .......................................... Feb. 1,1955 300.00

200.00
300.00
200.00

Bent accrued for November and December 1954, collected on Feb. 1,1955.. 
Common stock, X Corporation, 500 shares, not disposed of within year 

following decedent’s death____________________ :...........................
Feb. 1,1955
Jan. 1,1956 47,500.00 50,000.00

Dividend of $2 per share declared Dec. 10,1954, and paid on Jan. 10, 1955, 
to holders of record on Dec. §0,1954.________ ___________________- Jan. 10,1955 1, 000.00 1,000.00
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(f) Mere lapse of time. In order to 
eliminate changes in value due only to 
mere lapse of time, section 2032 (a) (3) 
provides that any interest or estate 
•‘affected by mere lapse of time” is in
cluded in a decedent’s gross estate under 
the alternate valuation method at its 
value as of the date of the decedent’s 
death, but with adjustment for any dif
ference in its value as of the subsequent 
valuation date not due to mere lapse of 
time. Properties, interests, or estates 
which are “affected by mere lapse of 
time” include patènts, estates for the life 
of a person other than the decedent, re
mainders, reversions, and other like 
properties, interests, or estates. Tl\e 
phrase “affected by mere lapse of time” 
has no reference to obligations for the
payment of money, whether or not in
terest-bearing, the value of which 
changes with the passing of time. How
ever, such an obligation, like any other 
property, may become affected by lapse 
of time when made the subject of a 
bequest or transfer which itself is crea
tive of an interest or estate so affected. 
The application of this paragraph is 
illustrated in subparagraphs (1) and (2) 
of this paragraph:

(1) Life estates, remainders, and sim
ilar interests. The values of life estates, 
remainders, and similar interests are to 
be obtained by applying the methods 
prescribed in § 20.2031-7, using (i) the 
age of each person, the duration of whose 
life may affect the value of the interest, 
as of the date of the decedent’s death, 
and (ii) the value of the property as of 
the alternate date. For example, assume 
that the decedent or his estate was en
titled to receive property upon the death 
of his elder brother who was entitled to 
receive the income therefrom for life. 
At the date of the decedent’s death, the 
property was worth $50,000 and the elder 
brother was 31 years old. The value of 
the decedent’s remainder interest at the 
date of his death would, as explained in 
§20.2031-7 (d), be $14,466 ($50,000 x
0.28932). If, because of economic con
ditions, the property declined in value 
and was worth only $40,000 one year 
ajfter the date of the decedent’s death, 
the value of the remainder interest as of 
the alternate date would be $11,572.80 
($40,000 x 0.28932). —

(2) Patents. To illustrate the alter
nate valuation of a patent, assume that 
the decedent owned a patent which, on 
the date of the decedent’s death, had an 

term of ten years and a value 
w $78,000. Six months After the date of 

f, decedent’s death, the patent was 
*ause °t lapse of time and other 
*or $60>000. The alternate value 
^ 0Uld be obtained by dividing 

life’ ^atio of the remaining 
tn «T the patent at the alternate date 
thp a , re®atning life of the patent at 

of the decedent’s death), and 
would, therefore, be $63,157.89.
If £  of election on deductions. 
Vn1 executor elects the alternate 
anvrf0? method under section 2032, 

• ec*uc^on t°r administration ex- 
s under section 2053 (b) (pertain- 
o property, not subject to claims)

or losses under section 2054 (or section 
2106 (a) (1), relating to estates of non
residents not citizens) is allowed only to 
the extent that it is not otherwise in  
effect allowed in determining the value 
of the gross estate. Furthermore, the 
amount of any charitable deduction un
der section 2055 (or section 2106 (a) (2), 
relating to the estates of nonresidents 
not citizens) or the amount of any mari
tal deduction under section 2056 is 
determined by the value of the property 
with respect to which the deduction is 
allowed as of the date of the decedent’s 
death, adjusted, however, for any dif
ference in its valué as of the date one 
year after death, or as of the date of its 
distribution, sale, exchange, or other 
disposition, whichever* first occurs. 
However, no such adjustment may take 
into account any difference in value due 
to lapse of time or to the occurrence or 
nonoccurence of a contingency.

§ 20.2033 Statutory provisions; prop
erty in which the decedent had an 
interest.

Sec. 2033. Property in which the decedent 
had an interest. The value of the gross es
tate shall include the value of all property 
(except,real property situated Outside of the 
United States) to the extent of the interest 
therein of the decedent at the time of his 
death.

§ 20.2033-1 Property in which the de
cedent had an interest—(a) In general. 
The gross estate of a decedent who was 
a citizen or .resident of the United States 
at the time of his death includes under 
section 2033 the value of all property, 
whether real or personal, tangible or in
tangible, and wherever situated, bene
ficially owned by the decedent at the time 
of his death, except real property situ
ated outside of the United States. Real 
property situated in the United States is 
included whether it came into the posses
sion and control of the executor or 
administrator or passed directly to heirs 
or devisees. Various 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 gen
erally not applicable to the estate tax, 
since such tax is an excise tax on the 
transfer of property at death and is not 
a tax on the property transferred.

(b) Miscellaneous examples. Á ceme
tery lot owned by the decedent is part of 
his gross estate, but its value is limited 
to the salable value of that part of the 
lot which is not designed for the inter
ment of the decadent and the members 
of his family. Property subject to home
stead or other exemptions under local 
law is included in the gross estate. Notes 
or other claims held by the decedent are 
likewise included even though they are 
cancelled by the decedent’s will. Interest 
and rents accrued at the date of the de
cedent’s death constitute a part of the 
gross estate. Similarly, dividends which 
are payable to the decedent or his estate 
by reason of the fact that on or before 
the date of the decedent’s death he was 
a stockholder of record (but which have 
not been collected at death) constitute a 
part of the gross estate.

§ 20.2034 Statutory provisions; dower 
or curtesy interests.

Sec. 2034. Dower or curtesy interests. The 
value of the gross estate shall include the 
value of all property (except real property 
situated outside of the United States) to the 
extent of any interest therein of the sur
viving spouse, existing at the time of the 
decedent’s death as dower or curtesy, or by 
virtue of a statute creating an estate in lieu 
of dower or curtesy.

§ 20.2034-1 Dower or curtesy inter
ests. A decedent’s gross estate includes 
under section 2034 any interest in prop
erty of the decedent’s surviving spouse 
existing at the time of the decedent’s 
death as dower or curtesy, or any inter
est created by statute in lieu thereof 
(although such other interest may differ 
in character from dower or curtesy). 
Thus, the full value of property is in
cluded in the decedent’s gross estate, 
without deduction of such an interest of 
the surviving husband or wife, and with
out regard to when the right to such an 
interest arose.

§ 20.2035 Statutory provisions; trans
actions in contemplation of death.

Sec. 2035. Transactions in contemplation 
of death—(a) General rule. The value of 
the gross estate shall include the value of all 
property (except real property situated out
side of the United States) to the extent/ of 
any interest therein of which the decedent 
has at any time made a transfer (except in  
case of a bona fide sale for an adequate and 
full consideration in  money or money’s 
worth), by trust or otherwise, in contempla
tion of his death.

(b) Application of general rule. If the 
decedent within a period of 3 years ending 
with the date of his death (except in case of 
a bona fide sale for an adequate and full 
consideration in money or money’s worth) 
transferred an interest in property, relin
quished a power, or exercised or released a 
general power of appointment, such trans
fer, relinquishment, exercise, or release shall, 
unless shown to the contrary, be deemed to 
have been made in contemplation of death 
within the meaning of this section and sec
tions 2038 and 2041 (relating to revocable 
transfers and powers of appointmeht); but 
no such transfer, relinquishment, exercise, 
or release made before such 3-year period 
shall be treated as having been made in con
templation of death ..

§ 20.2035-1 Transactions in contem
plation of death—(a) In general. A 
decedent’s gross estate includes under 
section 2035 the value of any interest in 
property transferred by a decedent in 
contemplation of death within 3 years 
before his death, except to the extent 
that the transfer was for a full and ade
quate consideration in money or money’s 
worth (see § 20.2043-1). With the ex
ception noted in the preceding sentence, 
the decedent’s gross estate includes as a 
transfer in contemplation of death the 
value of any interest in property trans
ferred within 3 years before the dece
dent’s death, unless the transfer is shown 
not to have been made in contemplation 
of death. The result is not affected by 
the fact that at the time of the transfer 
the decedent parted absolutely and im
mediately with his ,enjoyment of and 
title to the property.

(b) Application of other sections. If 
a decedent transfers an interest in
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property or relinquishes a power in con
templation of death, the decedent’s gross 
estate includes the property subject to 
the interest or power to the extent that 
it would be included under section 2036, 
2037, or 2038 if the decedent had re
tained the interest or power until his 
death. If a decedent exercises or releases 
a general power of appointment in con
templation of death, the property sub
ject to the power is included in the 
decedent’s gross estate to the extent 
provided in section 2041 and the regula
tions thereunder.

(c) Definition. The phrase “in con
templation of death”, as used in this 
section, does not have reference to that 
general expectation of death such as all 
persons entertain. On the other hand, 
its meaning is not restricted to^an appre
hension that death is imminent or near. 
A transfer “in contemplation of death” 
is a disposition of property prompted by 
the thought of death (although it need 
not be solely so prompted). A transfer 
is prompted by the thought of death if
(1) made with the purpose of avoiding 
death taxes, (2) made as a substitute 
for a testamentary disposition of the 
property, or (3) made for any other 
motive associated with death. The 
bodily and mental condition of the de
cedent and all other attendant facts and 
circumstañces are to be scrutinized in 
order to determine whether or not such 
thought prompted the disposition.

(d) Presumptions. Any transfer of an 
interest in property, relinquishment of 
a power, or exercise or release of a gen
eral power of appointment by a decedent 
within a period of 3 years ending with 
the date of his death is deemed to have 
been made “in contemplation of death”, 
unless shown to the contrary. No 
transfer, relinquishment, exercise, or re
lease made by a decedent more than 3 
years before his death is treated as hav
ing been made “in contemplation of 
death”.

(e) Valuation. The value of an inter
est in transferred property includible in 
a decedent’s gross estáte under this 
section is the value of the interest as 
of the applicable valuation date. In 
this connection, see sections 2031, 2032, 
and the regulations thereunder. How
ever, if the transferee has made im
provements or additions to the property, 
any resulting enhancement in the value 
of the property is not considered in 
ascertaining the value of the gross 
estate. Similarly, neither income re
ceived subsequent to the transfer nor 
property purchased with such income is 
considered.

§ 20.2036 Statutory provisions; trans
fers with retained life estate.

S e c . 2036. Transfers with retained life 
estate—(a) General rule. The value of the 
gross estáte shall include the value of all 
property (except real property situated out
side of the United States) to the extent of 
any interest therein of which the decedent 
has at any time made a transfer (except in  
case of a bona fide sale for an adequate and 
full consideration in money or money’̂  
worth), by trust or otherwise, under which 
he has retained for his life or for any period 
not ascertainable without reference to hia 
death or for any period which does not in  
fact end before his death—

( 1 ) The possession or enjoyment of, or the 
right to the income from, the property, or

(2) The right, either alone or in conjunc
tion with any person, to designate the per
sons who shall possess or enjoy the property 
or the income therefrom.

(b) Limitation on application of general 
rule. This section shall not apply to a trans
fer made before March 4, 1931; nor to a 
transfer made after March 3, 1931, and before 
June 7, 1932, unless the property transferred 
would have been includible in the decedent’s 
gross estate by reason of the amendatory 
language of the joint resolution of March 
3, 1931 (46 Stat. 1516).

§ 20.2036-1 Transfers with retained 
life estate— (a) In general. A decedent’s 
gross estate includes under section 2036 
the value of any interest in property 
transferred by the decedent after March 
3, 1931, whether in trust or otherwise, 
except to the extent that the transfer 
wâs for an adequate and full considera
tion in money or money’s worth (see 
§ 20.2043-1) , if the decedent retained or 
reserved (!)  for his life, or (2) for any 
period not ascertainable without refer
ence to his death (if the transfer was 
made after June 6, 1932), or (3) for any 
period which does not in fact end before 
his death—

(i) The use, possession, right to the 
income, or other enjoyment of the trans
ferred property, or

(ii) The right, either alone or in con
junction with any other person or per
sons, to designate the person or persons 
who shall possess or enjoy the tra n s
ferred property or its income.
If the decedent retained or reserved 
an interest or right with respect to all 
of the property transferred by him, the 
amount to be included in his gross estate 
under section 2036 is the value of the 
entire property, less only the value of 
any outstanding income interest which 
is not subject to the decedent’s interest 
or right and which is actually being en
joyed by another person -at the time of 
the decedent’s death. If the decedent 
retained or reserved an interest or right 
with respect to a part only of the prop
erty transferred by him, the amount to 
be included in his gross estate under 
section 2036 is only a corresponding 
proportion of the amount described in 
the preceding sentence. An interest or 
right is treated as having been\retained 
or reserved if at the time of the transfer 
there was an understanding, express or 
implied, that the interest or right would 
later be conferred.

(b) Meaning of terms. (1) A reser
vation by the decedent “for any period 
not ascertainable without reference to 
his death” may be illustrated by the fol
lowing examples:

(i) A decedent reserved the right to 
receive the income from' transferred 
property in quarterly payments, with the 
proviso that no part of the income be
tween-the last quarterly payment and 
the'date of the decedent’s death was to 
be received by the decedent or  his es
tate; and

(ii) A decedent reserved the right to 
receive the income from transferred 
property after the death of another per
son who was in fact enjoying the income 
at the time of the decedent’s death. In 
such a case, the amount to be included

in the decedent’s gross estate under this 
section does not include the value of the 
outstanding income interest of the other 
person. It may be noted that if the other 
person predeceased the decedent, the 
reservation by the decedent may be con
sidered to be either for his life, or for a 
period which does not in fact end before 
his deatfy.

(2) The “use, possession, right to the 
income, or other enjoyment of the trans
ferred property” is considered as having 
been retained by or reserved to the de
cedent to the extent that the use, pos
session, right to the income, or other 
enjoyment is to be applied toward the 
discharge of a legal obligation of the de
cedent, or otherwise for his pecuniary 
benefit. The term “legal obligation” in
cludes a legal obligation to support a 
d e p e n d e n t  during the decedent’s 
lifetime.

(3) The phrase “right * * * to desig
nate the person or persons who shall 
possess or enjoy the transferred property 
or the income therefrom” includes a 
reserved power to designate the person 
or persons to receive the income from 
the transferred property, or to possess or 
enjoy nonincome-producing property, 
during the decedent’s life or during any 
other period described in paragraph (a) 
of this section. With respect to such a 
power, it is immaterial (i) whether the 
power was exercisable alone or only in 
conjunction with another person or 
persons, whether or not having an ad
verse interest; (ii) in what capacity the 
power was exercisable by the decedent 
or by another person or persons in con
junction with the decedent; and (iii) 
whether the exercise of the power was 
subject ta  a contingency beyond the de
cedent’s control which did not occur be
fore his death (e. g., the death of another 
person during the decedent’s lifetime). 
The phrase, however, does not include a 
power over the transferred property it
self which does not affect the enjoyment 
of the income received or earned during 
the decedent’s life. (See, however, sec
tion 2038 for the inclusion of property in 
$he gross estate on account of such a 
power.) Nor does the phrase apply to 
a power held solely by a person other 
than the decedent. But, for example, 
if the decedent reserved the unrestricted 
power to remove or discharge a trustee 
at any time and appoint himself as 
trustee, the decedent is considered as 
having the powers of the trustee.

! 20.2037 Statu tory provisions; trans- 
s taking effect at death.
Sec. 2037. Transfers taking effect at 
,th—(a) General rule. The value of’ ttft 
ss estate shall include the value of a 
iperty (except real property situated on - 
S Of the United States) to the extent o 
r interest therein of which the decee: 
s at any time after September 7, »
de a transfer (except in case of a 
j sale for an adequate and full consid« - 
a in money or money’s worth), by 
otherwise, if— , „ .
1) Possession or enjoyment of tM Pr P 
y can, through ownership of such inter . 
obtained only by surviving the decedent, 
|
2) The decedent has retained a rey®*s*°“l 
interest in the property (but in the

a transfer made before October 8, 1» >
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the express terms of the instrument of trans
fer) , and the value of such reversionary in 
terest immediately before the death of the 
decedent exceeds 5 percent of the value of 
such property.

(b) Special rules. For purposes of this 
section, the term “reversionary interest” in
cludes a possibility that property transferred 
by the decedent—

(1) May return to him or his estate, or
(2) May be subject to a power of disposi

tion by him,
but such term does not include a possibility 
that the1 income alone from such property 
may return to him or become subject to a 
power of disposition by him. The value of 
a reversionary interest immediately before 
the death of the decedent shall be deter
mined (without regard to the fact of the 
decedent’s death) by usual methods of valua
tion, including the use of tables of mortality 
and actuarial principles, under regulations 
prescribed by the Secretary or his delegate. 
In determining the value of a possibility 
that property may be subject to a poWer of 
disposition by the decedent, such possibility 
shall be valued as if it were a possibility that 
such property may return to the decedent 
or his estate. Notwithstanding l;he fore
going, an interest so transferred shall not 
be included in the decedent’s gross estate 
under this section if possession or enjoyment 
of the property could have been obtained 
by any beneficiary during the decedent’s life 
through the exercise of a general power of 
appointment (as defined in section 2041) 
which in fact was exercisable immediately 
before the decedent’s death.

§ 20.2037-1 Transfers taking effect at 
death—(.a) In general. A decedent’s  
gross estate includes under section 2037 
the value of any interest in property 
transferred by the decedent after Sep
tember 7,1916, whether in trust or other
wise, except to the extent that the trans
fer was for an adequate and full con
sideration in money or money’s worth 
(see § 20.2043-1), if—

(1) Possession or enjoyment of the 
property could, through ownership of the 
interest, have been obtained only by sur
viving the decedent,

(2) The decedent had retained a possi
bility (hereinafter referred to as a “re
versionary interest”) that the property, 
other than the income alone, would re
turn to the decedent or his estate or 
would be subject to a power of disposition 
by him, and

(3) The value of the reversionary in
terest immediately before the decedent’s 
death exceeded 5 percent of the value of 
the entire property.
However, if the transfer was made before 
October 8,1949, section 2037 is applicable 
only if the reversionary interest arose by 
the express terms of the instrument of 
transfer and not by operation of law (see 
Paragraph (f) of this section). See also 
Paragraph (g) of this section with respect 
iQ«ans*eis ma^e between November 11, 
^ 5, and January 29, 1940. The provi- 
10ns of section 2037 do not apply to

rhfê S made b^ore September 8,1916.
Condition of survivorship, As in-dicatedthp i m Paragraph (a) of this section, 

tu-rmlr16- an M erest in transferred 
n°t included in a decedent’s 

estate nnder section 2Q37 unless 
coniaSSiun or enjoyment of the property 
est w  u gh ownership of such inter- 
W v® been obtained only by surviv- 

e decedent. Thus, property is not

included in the decedent’s gross estate 
if, immediately before the decedent’s 
death, possession or enjoyment of the 
property could have been obtained by 
any beneficiary either by surviving the 
decedent or through the occurrence of 
some other event such as the expiration 
of a term of years. However, if a con
sideration of the terms and circum
stances of the transfer as a whole indi
cates that the “other event” is unreal 
and if the death of thef decedent does, 
in fact, occur before the “other event”, 
the beneficiary will be considered able to 
possess or enjoy the property only by 
surviving the decedent. Notwithstand
ing the foregoing, an interest in trans
ferred property is'not includible in a 
decedent’s gross estate under section 2037 
if possession or enjoyment of the prop
erty could have been obtained by any 
beneficiary during thè decedent’s life 
through the exercise of a general power 
of appointment (as defined in section 
2041) which in fact was exercisable im
mediately before the decedent’s  death. 
See examples (5) and (6) in paragraph
(e) of this section.

(c) Retention of reversionary interest.
(1) As indicated in paragraph (a) of 
this section, the value of an interest in 
transferred property is not included in 
a decedent’s gross estate under section 
2037 unless the decedent had retained 
a reversionary interest in the property, 
and the value of the reversionary interest 
immediately before the death of the 
decedent exceeded 5 percent of the value 
of the property.

(2) For purposes of section 2037, the 
term ¿‘reversionary interest” includes a 
possibility that property transferred by 
the decedent may return to him or his 
estate and a possibility that property 
transferred by the decedent may become 
subject to a power of disposition by him. 
The term is not used in a technical sense, 
but has reference to any reserved right 
under which the transferred property 
shall or may be returned to the grantor. 
Thus, it encompasses an interest arising 
either by the express terms of the instru
ment of transfer or by operation of law. 
(See, however, paragraph (f) of this sec
tion with respect to transfers made be
fore October 8,1949.) The term “rever
sionary interest” does not include rights 
to income only, such as the right to re
ceive the income from a trust after the 
death of another person. (However, see 
section 2036 for the inclusion of property 
in the gross estate bn account of such 
rights.) Nor does the term “reversionary 
interest” include the possibility that the 
decedent during his lifetime might have 
received back an interest in transferred 
property by inheritance through the 
estate of another person. Similarly, a 
statutory right of a spouse to receive a 
portion of whatever estate a decedent 
may leave at the time of his death is not 
a “reversionary interest”.

(3) For purposes of this section, the 
value of the decedent’s reversionary in
terest is computed as of the moment 
immediately before his death, without 
regard to whether or not the executor 
elects the alternate valuation method 
under section 2032 and without regard to 
the fact of the decedent’s death. The

value is ascertained in accordance with 
recognized valuation principles for de
termining the value for estate tax pur
poses of future or conditional interests 
in property. (See §§ 20.2031-1,20,2031-7, 
and 20.2031-9.) For example, if the de
cedent’s reversionary interest was subject 
to an outstanding life estate in his wife, 
his interest is  valued according to the 
actuarial rules set forth in § 20.2031-7. 
On the nther hand, if the decedent’s 
reversionary interest was contingent on 
the death of his wife without issue sur
viving and if it cannot be shown that his 
wife is incapable of having issue (so that 
his interest is not subject to valuation 
according to the actuarial rules in 
§ 20.2031-7), his interest is valued ac
cording to the general rules set forth in 
§ 20.2031-1. A possibility that the de
cedent may be able to dispose of property 
under certain conditions is considered to 
have the same value as a right of the 
decedent to the return of the property 
under those same conditions.

(4) In order to determine whether or 
not the decedent retained a reversionary 
interest in transferred property of a 
value in excess of 5 percent, the value of 
the reversionary interest is compared 
with the value of the transferred prop
erty, including interests therein which 
are not dependent upon survivorship of 
the decedent. For example, assume that 
the decedent, A, transferred property in 
trust with the income payable to B for 
life and with the remainder payable to C 
if A predeceases B, but with the property 
to revert to A if B predeceases A. As
sume further that A does, in fact, prede
cease B. The value of A’s reversionary 
interest immediately before his death is 
compared with the value of the trust 
corpus, without deduction of the value of 
B’s outstanding life estate. If, in the 
above example, A had retained a rever
sionary interest in one-half only of the 
trust corpus, the value of his reversion
ary interest would be compared with the 
value of one-half of the trust corpus, 
again without deduction of any part of 
the value of B’s outstanding life estate.

(d) Transfers partly taking effect at 
death. If separate interests in property 
are transferred to one or more bene
ficiaries, paragraphs (a) to (c) of this 
section are to be separately applied with 
respect to each interest. For example, 
assume that the decedent transferred ah 
interest in Blackacre to A which could 
be possessed or enjoyed only by surviv
ing the decedent, and that the decedent 
transferred an interest in Blackacre to 
B which could be possessed or enjoyed 
only on the occurrence of some event un
related to the decedent’s death. Assume 
further that the decedent retained a 
reversionary interest in Blackacre of a 
value in excess of 5 percent. Only the 
value of the interest transferred to A is 
includible in>the decedent’s gross estate. 
Similar results would obtain if posses
sion or enjoyment of the entire property 
could have been obtained only by surviv
ing the decedent, but the decedent had 
retained a reversionary interest in a part 
only of such property.

(e) Examples. The provisions of para
graphs (a) to (d) of this section may be 
further illustrated by the following ex-
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amples. It is assumed that the transfers 
were made on or after October 8, 1949; 
for the significance of this date, see para
graphs (f) and (g) of this'section:

Example (1). The decedent transferred 
property in trust with the income payable 
to his wife for life and, at her death, re
mainder to the decedent’s then surviving 
children, or if none, to the decedent or his 
estate. Since each beneficiary can possess 
or enjoy the property without surviving the 
decedent, no part of the property is includi
ble in the decedent’s gross estate under 
section 2037, regardless of the value of the 
decedent’s reversionary interest. (However, 
see section 2083 for inclusion of the value of 
the reversionary interest in the decedent’s 
gross estate.)

Example (%). The decedent transferred 
property in trust with the income to be 
accumulated for the decedent’s life^and at 
his death, principal and accumulated income 
to  be paid to the decedent’s then surviving 
issue, or, if none, to A or A’s estate. Since 
the decedent retained no reversionary in
terest in  the property, no part of the prop
erty is Includible in the decedent’s gross 
estate, even though possession or enjoyment 
of the property could be obtained by the 
issue only by surviving the decedent.

Example (3). The decedent transferred 
property in trust with the income payable 
to his wife for life and with the remainder 
payable to the decedent or, if he is not 
living at his wife’s death, to his ^daughter 
or her estate. The daughter cannot obtain 
possession or enjoyment of the property with
out surviving the decedent. Therefore, if 
the decedent’s reversionary interest immedi
ately before his death exceeded 5 percent 
of the value of the property, the value of 
the property, less the value of the wife’s 
outstanding life estate, is includible in the 
decedent’s gross estate.

Example (4).  - The decedent transferred 
property in  trust with the income payable 
to his wife for life and with the remainder 
payable to his son or, if the son is not living 
at the wife’s death, to the decedent or, if  
the decedent is not then living, to X or 
X ’s estate. Assume that the decedent was 
survived by his wife, his son, and X. Only 
X cannot obtain possession or enjoyment of 
the property without surviving the decedent. 
Therefore, if the decedent’s reversionary in-, 
terest immediately before his death exceeded 
5 percent of the value of the property, the 
value of X ’s remainder interest (with refer
ence to the time immediately after the de
cedent’s death) is includible in the decedent’s 
gross estate.

Example (5). The decedent transferred 
property in trust with the income to be 
accumulated for a period of 20 years or until 
the decedent’s prior death, at which time 
the principal and accumulated income was1 to 
be paid to the decedent’s son if then sur
viving. Assume that the decedent does, in  
fact, die before the expiration of the 20-year 
period. If, at the time of the transfer, the 
decedent was 30 years of age, in good health, 
etc., the son will be considered able to possess 
or enjoy the property without surviving the 
decedent. If, on the other hand, the de
cedent was 70 years of age at the time of 
the transfer, the son will not be considered 
able to possess or enjoy the property without 
surviving the decedent. In thik latter case, 
if the value of the decedent’s  reversionary 
interest (arising by operation of law) imme
diately before his death exceeded 5 percent 
of the value of the property, the value of the 
property is includible in the decedent’s gross 
estate.

Example (6). The decedent transferred 
property in trust with the income to be 
accumulated for his life and, at his death, 
the principal and accumulated income to be 
paid to the decedent’s then surviving chil
dren. The decedent’s wife was given the

unrestricted power to alter, amend, or revoke 
the trust. Assume that the wife .survived 
the decedent but did not, in fact, exercise 
.her power during the decedent’s lifetime. 
Since possession or enjoyment of the prop
erty could have been obtained by the wife 
during the decedent’s lifetime under the 
exercise of a general power of appointment, 
which was, in fact, exercisable immediately 
before the decedent’s death, no part of the 
property is includible in the decedent’s gross 
estate.

(f) Transfers made "before October 8,
1949. (1) Notwithstanding any provi
sions to the contrary contained in para
graphs (a) to (e) of this section, the 
value of an interest in property trans
ferred by a decedent before October 8, 
1949, is included in his gross estate under 
section 2037 only if the decedent’s 
reversionary interest arose by the ex
press terms of the instrument and not by 
operation of law. For example, assume 
that the decedent, on January 1, 1947, 
transferred property in trust with the 
income payable to his wife for the de
cedent’s life and, at his death, remainder 
to his then surviving descendants. 
Since no provision was made for the con
tingency that no descendants of the 
decedent might survive him, a reversion 
to the decedent’s estate existed by opera
tion of law. The descendants cannot 
obtain possession or enjoyment of the 
property without surviving the decedent. 
However, since the decedent’s reversion
ary interest arose by operation of law, 
no part of the property is includible in 
th  decedent’s gfoss estate under section 
2037. If, in the above example, the 
transfer had been made on or after 
October 8,1949, and if the decedeht’s re
versionary interest immediately before 
his death exceeded 5 percent of the value 
of the property, the value of the property 
would be includible in the decedent’s 
gross estate.

(2) The decedent’s reversionary in
terest will be considered to have arisen 
by the express terms of the instrument 
of transfer and not by operation of law 
if the instrument contains an express 
disposition which affirmatively creates 
the reversionary interest, even though 
the terms of the disposition do not refer 
to the decedent or his estate, as such. 
For example, where the disposition is, in 
its terms, to the next of. kin of the de
cedent and such a disposition, under 
applicable local law, constitutes a rever
sionary interest in the decedent’s estate, 
the decedent’s reversionary interest will 
be considered to have arisen by the ex
press terms of the instrument of transfer 
and not by operation of law.

(g) Transfers made after November 
11, 1935, and before January 29, 1940. 
The provisions of paragraphs (a) to (f) 
of this section are fully applicable to 
transfers made after November 11, 1935 
(the date on which the Supreme Court 
decided Helvering v. St. Louis Union 
Trust Co. (296 U. S. 39) and Becker v. St. 
Louis Union Trust Co. (296 U. S. 48)),  
and before January 29,1940 (the date on 
which the Supreme Court decided Hel
vering w. Hallock and companion cases 
(309 U. S. 106)),  exgept that the value 
of an interest in property transferred be
tween these dates is not included in a

decedent’s gross estate under section 
.2037 if—

(1) The Commissioner, whose deter
mination shall be final, determines that 
the transferís classifiable with the trans
fers involved in the St. Louis Union Trust 
Co. cases, rather than with the transfer 
involved in the case of Klein v. United 
States (283 U. S. 231), previously decided 
by the Supreme Court, and

(2) The transfer shall have been 
finally treated for all gift tax purposes, 
both as to the calendar year of the 
transfer and as to subsequent calendar 
years, as a gift in an amount measured 
by the value of the property undimin
ished by reason of a provision in the 
instrument of transfer by which the 
property, in whole or in part, is to revert 
to the decedent should he survive the 
donee or another person, or the reversion 
is conditioned upon some other con
tingency terminable by the decedent’s 
death.

§ 20.2038 Statutory provisions; re- 
vocable transfers.

Sec! 2038. Revocable transfers—(a) In gen- 
eral. The value of the gross estate shall 
include the value of all property (except 
real property situated outside of the United 
States)—

(1) Transfers after June 22, 1936. To the 
extent of any interest therein of which the 
decedent has at any time made a transfer 
(except in case of a bona fide sale for an 
adequate and full consideration in money or 
money’s worth), by trust or otherwise, where 
the enjoyment thereof was subject at the 
date of his death to any change through the 
exercise of a power (in whatever capacity 
exercisable) by the decedent alone or by the 
decedent in conjunction with any other per
son (without regard to when or from what 
source the decedent acquired such power), 
to alter, amend, revoke, or terminate, or 
where any such power is relinquished in con
templation of decedent’s death.

(2) Transfers on or before June 22, 1936. 
To the extent of any interest therein of which 
the decedent has at any time made a trans
fer (except in case of a bona fide sale for an 
adequate and full consideration in money 
or money’s worth), by trust or otherwise, 
where the enjoyment thereof was subject 
at the date of his death to any change 
through the exercise of a power, either by 
the decedent alone or in conjunction with 
any person, to alter, amend, or revote, or 
where the decedent relinquished any such 
power in contemplation of his death. Ex
cept in the case of transfers made after Jum 
22,1936, no interest of the decedent of widen 
he has made a transfer shall be included in 
the gross estate .under paragraph (1) unless 
it is includible under this paragraph.

(b) Date of existence of power. For pur* 
poses of this section, the power to alter, 
amend, revoke, or terminate shall be con
sidered to exist on the date of the deceden 
death even though the exercise of the power 
is subject to a precedent giving of no™ceJ" 
even though the alteration, amendment, r 
ocation, or termination takes effect only 
the expiration of a stated period atter 
exercise of the power, whether or not 
before the date of the decedents deatn 
notice has been given or the
-exercised. In such cases proper adjustmen 
shall be made representing the .
which would have been excluded from w  
power if the decedent had lived, and or s 
purpose, if the notice has not been g ven 
the power has not been exercised on or 
the date of his death, such noticej5&*1 
considered to have been given, or the pow 
exercised, on the date of his death.
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§20.2038-1 Revocable transfers—(a) 
In general. A decedent’s gross estate 
includes under section 2038 the value of 
any interest in property transferred by 
the decedent, whether in trust or other
wise, if the enjoyment of the interest was 
subject at the date of the decedent’s 
death to any change through the exer
cise of a power by the decedent to alter, 
amend, revoke, or terminate, or if the 
decedent relinquished such a power in 
contemplation of death. However, sec
tion 2038 does not apply—

(1) To the extent that the transfer 
was for an adequate and full consider
ation in money or money’s worth (see 
§ 20.2043-1);

(2) If the decedent’s power could be 
exercised only with the consent, of all 
parties having an interest (vested or con
tingent) in the transferred property, 
and if the power adds nothing to the 
rights of the parties under local law; or

(3) To a power held solely by a per
son other than the decedent. But, for 
example, if the decedent had the unre
stricted power to remove or discharge a  
trustee at any time and appoint himself 
trustee, the decedent is considered as 
having the powers of the trustee. How
ever, this result would not follow if he 
only had the power to appoint ^himself 
trustee under limited conditions which 
did not exist at the time of his death. 
(See last two sentences of paragraph (b) 
of this section.) *
Except as provided in this paragraph, it 
is immaterial in what capacity the power 
was exercisable by the decedent or by 
another person or persons in conjunction 
with the decedent; whether the power 
was exercisable alone or only in conjunc
tion with another person or persons, 
whether or not having an adverse inter
est (unless the transfer was made before 
June 2, 1924; see paragraph (d) of this 
section); and at what time or from what 
source the decedent, acquired his power 
(unless the transfer was made before 
June 23, 1936; see paragraph (c) of this 
section). Section 2038 is applicable to 
any power affecting the time or manner 
of enjoyment of property or its income, 
even though the identity of the benefici
ary is not affected. For example, section 
2038 is applicable to a power reserved by 
the grantor of a trust to accumulate 
income or distribute itrto A, and to dis
tribute corpus to A, even though the re
mainder is vested in A or his estate, and 
no other person has any beneficial inter
est in the trust. However, only the value 
of an interest in property subject to a 
jwer to which section 2038 applies is 
included in the decedent’s gross estate 
under section 2038.

(b) Date of existence of power. 1 
Power to alter, amend, revoke, or ter 
minate will be considered to have existe< 
thmv the decedent’s death ever
“noagh the exercise of the power wa 

to a Precedent giving of notice o: 
the alteration, amendment 

or termination would havi 
stn+ori e®e<?t only on the expiration of. s 
Dowor. after the exercise of th<
data ’̂ i ether or not on or before thi 
ban« ° • decedent's death notice ha< 
cised 81T6n 0r the power had been exer- 

• In determining the value of th<

gross estate in such cases, the full value 
of the property transferred subject to the 
power is discounted for the period re
quired to elapse between the date of the 
decedent’s death and the date upon 
which the alteration, amendment, revo
cation, or termination could take effect. 
In t h i s  connection, see especially 
§ 20.2031-7. However, section 2038 is not 
applicable to a power the exercise of 
which was subject to a contingency be
yond the decedent’s control which did 
not occur before his death (e. g., the 
death of another person during the de
cedent’s life). See, however, section 2036
(a) (2) for the inclusion of property in 
the decedent’s gross estate on account of 
such a power.

(c) Transfers made before June 23, 
1936. Notwithstanding anything to the 
contrary in paragraphs (aî and (b) of 
this section, the value of an interest in 
property transferred by a decedent be
fore June 23, 1936, i& not included in his 
gross estate under section 2038 unless the 
power to alter, amend, revoke, or ter
minate was reserved at the time of the 
transfer. For purposes of this paragraph, 
the phrase "reserved at the time of the 
transfer” has reference to a power (aris
ing either by the express terms of the 
instrument of transfer or by operation of 
law) to which the transfer was subject 
when made and which continued to the 
date of the decedent’s death (see para
graph (b) of this section) to be exercis
able by the decedent alone or by the de
cedent in conjunction with any other 
person or persons. The phrase also has 
reference to any ünderstanding, express 
or implied, had in connection with the 
making of the transfer th at the power 
would later be created or conferred.

(d) Transfers made before June 2, 
1924. Notwithstanding anything to the 
contrary in paragraphs (a) to (c) of this 
section, if an interest in property was 
transferred by a decedent before the 
enactment of the Revenue Act of 1924 
(June 2, 1924, 4:01 p. m., eastern stand
ard tim e), and if a power reserved by the 
décèdent to alter, amend-, revoke, or 
terminate was exercisable by the dece
dent only in conjunction with a person 
having a substantial adverse interest in 
the transferred property, or in conjunc
tion with several persons some or all of 
whom held such an adverse interest, 
there is inclüded in the decedent’s gross 
estate only the value' 6Ï any interest or 
interests held by a person or persons not 
required to join in the exercise of the 
power plus the value of any insubstantial 
adverse interest or interests of a person 
or persons required to join in the exer
cise of the power.

(e) Powers relinquished in contempla
tion of death— (1) In general. If a 
power to alter, amend; revoke, or termi
nate would have resulted in the inclusion 
of an interest in property in a decedent’s 
gross estate under section 2038 if it had 
been held until the decedent’s death, the 
relinquishment of the power in contem
plation of the decedent’s death within 3 
years before his death results in the in
clusion of the same interest in property 
in the decedent’s gross estate, except to 
the extent that the power was relin
quished for an adequate and full con

sideration in money or money’s worth 
(see § 20.2043-1). For the meaning of 
the phrase "in contemplation of death”, 
see paragraph (c) of § 20.2035-1.

(2) Transfers before June 23, 1936. 
In the case of a transfer made before 
June 23, 1936, section 2038 applies only 
to a relinquishment made by the dece
dent. However, in the case of a transfer 
made after June 22, 1936, section 2038 
also applies to a relinquishment made by 
a person or persons holding the jpower in 
conjunction with the decedent, if the 
relinquishment was made in contempla
tion of the decedent’s death and had the 
effect of extinguishing the power.

§ 20.2039 Statutory p r o v i s i o n s ;  
annuities.

Sec. 2039. Annuities—(a) General. The 
gross estate^ shall include the value of an 
annuity or other payment receivable by any 
beneficiary by reason of surviving the dece
dent under any form of contract or agree
ment entered into after March 3, 1931 (other 
than as Insurance under policies on the life 
of the decedent), if, under such contract or 
agreement, an annuity or other payment was 
payable to the decedent, or the decedent 
possessed the right to receive such annuity 
or payment, either alone or in conjunction 
with another for his life or for any period not 
ascertainable without reference to his death 
or for any period which does not in fact end 
before his death.

(b) Amount includible. Subsection (a) 
shall apply to only such part of the value 
of,the annuity or other payment receivable 
under such contract or agreement- as is 
proportionate to that part of the purchase 
price'therefor contributed by the decedent. 
For purposes of, this section, any contribu
tion by the decedent’s employer or former 
employer to the purchase price of such con
tract dr agreement (whethei or not to an 
employee’s trust or fund forming part of a 
pension, annuity, retirement, bonus Cr profit 
sharing plan) shall be considered to be con
tributed by the decedent if made by reason 
of his employment.

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

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

(2) A retirement annuity contract pur
chased by an employer (and not by an em
ployees’ trust) pursuant to a plan which, 
at the time of decedent’s separation from 
employment (by death or otherwise), or at 
the time of termination of the plan if earlier, 
met the requirements of section 401 (a) (3).
If such amounts payable after the death of 
the decedent under a plan described in para
graph (1) or (2) are *attributable to any 
extent to payments or contributions made 
by the decedent, no exclusion shall be al
lowed for that part of the value of such 
amounts in the proportion that the total 
payments or contributions made by the 
decedent bears to the total payments or con
tributions made. For purposes of this sub
section, contributions or payments made by 
the decedent’s employer or former employer 
under a trust or plan described in this sub
section shall not be considered to be con
tributed by the decedent. This subsection 
shall apply to all decedents dying after De
cember 31,1953.
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§ 20.2039-1 Annuities—Ca) In gen- 
eral. A decedent’s gross estate includes 
under section 2039 (a) and (b) the value 
of an annuity or other payment receiv
able by any beneficiary by reason of sur
viving the decedent under certain agree
ments or plans to the extent that the 
value of the annuity , or other payment is 
attributable to contributions made by 
the decedent or his employer. Section 
2039 (a) and (b), however, has no ap
plication, to an amount which constitutes 
the proceeds of insurance under- a policy 
on the decedent’s life. Paragraph (b) 
of this section describes the agreements 
or plans to which section 2039 (a) and
(b) applies; paragraph (c) of this sec
tion provides rules for determining the 
amount includible in the decedent’s gross 
estate; and paragraph (d) of this sec
tion distinguishes proceeds of life insur
ance. The fact that an annuity or other 
payment is not includible in a decedent’s 
gross estate under section 2039 (a) and 
<b) does mot mean that it is not includi
ble under some other section of part III 
of subchapter A of chapter 11. However, 
see section 2039 (c) and § 20.2039-2 for 
rules relating to the exclusion from a 
.decedent’s gross estate of annuities and 
other payments under certain “qualified 
plans”.

(b) Agreements or plans to which sec
tion 2039 (a) and (b ) applies. (1) Sec
tion 2039 (a) and (b) applies to the value 
of an annuity or other payment receiv
able by any beneficiary under any .form 
of contract or agreement entered into 
after March 3, 1931, under which—

(i) An annuity or other payment was 
payable to the decedent, either alone or 
in  conjunction with another person or 
persons, for his life or for any period not 
ascertainable without reference to his 
death or for any period Which does not 
in fact end before his death, or

<ii) The decedent possessed, for his 
life or for any period not ascertainable 
without reference to his death or for any 
period which does not in fact end before 
his death, the right to receive such an 
annuity or other payment, either alone 
or in  conjunction with another person 
or persons.
The term “annuity or other payment” as 
used with respect to both the decedent 
and the beneficiary has reference to one 
or more payments extending over any 
period of time. The payments may be 
equal or unequal, conditional or uncon
ditional, periodic or sporadic. The term 
“contract or agreement” includes any 
arrangement, understanding or plan, nr 
any combination of arrangements, un
derstandings or plans arising by reason 
of the decedent’s employment. An an
nuity or other payment “was payable” 
to the. decedent if, at the time of his 
death, the decedent was in fact receiving 
an annuity or other payment, whether or 
not he had an enforceable right to have 
payments continued. The decedent 
“possessed the right to receive” an an
nuity or other payment if, immediately 
before his death, .the decedent had an 
enforceable right to receivfe payments at 
some time in the future, whether or not, 
at the time of his death, he had a present 
right to receive payments. In connection 
with the preceding sentence, the dece-
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dent will be regarded as having had “an  
enforceable right to receive payments at; 
some time in the future” so long as he 
had complied with his obligations under 
the contract or agreement up to the time 
of his death. For .the meaning of the 
phrase “for his life, or for any period not 
ascertainable without reference to his 
death or for any period which does not 
in fact end before his death”, see section 
2036 and § 20.2036-1.

(2) The application of this paragraph 
is illustrated and more fully explained 
in  the following examples. In each ex
ample: (i) It is assumed that all transac
tions occurred after March 3, 1931, and
(ii) the amount stated to be includible 
in the decedent's gross estate is deter
mined in accordance with the provisions 
of paragraph (c) of this section.

Example (1).  The decedent purchased an 
annuity contract under the terms of which 
.the issuing company agreed to pay an an
nuity to the decedent for his life and, upon 
his death, to pay a specified lump sum to his 
designated beneficiary. ’The decedent was 
drawing his annuity at the time of his death. 
The amount of the lump sum payment to the 
beneficiary is includible in the decedent’s 
gross estate under section 2039 (a) and (b).

Example (2). Pursuant to a retirement 
plan, the employer made contributions to a 
fund which was to provide the employee, 
upon his retirement at age 60, with an an
nuity‘for life, and which was to provide the 
employee’s wife, upon his death after retire
ment, with a similar annuity for life. The 
•benefits under the plan were completely for
feitable during the employee’s life, but upon 
his death after retirement, the benefits to 
the wife were forfeitable only upon her re
marriage. The employee had no right to 
originally desigpate or to ever change the 
employer’s designation of the surviving bene
ficiary. The retirement plan at no time met 
the requirements of section 401 (a) (relating 
to qualified plans). Assume that the em
ployee died at age 61 after the employer 
started payment of his annuity as described 
Above. The value of the wife’s annuity is 

. includible in the decedent’s gross estate un
der section 2039 (a) and (b). Includibility 
In this case is based on the fact that the an
nuity to the decedent "was payable” at the 
time of his death. The fact that the de
cedent’s ^annuity was forfeitable is of no 
consequence since, at the time of his death, 
he was in fact receiving payments under the 
plan. Nor is  it important that the decedent 
had no right to choose the surviving bene
ficiary. The element of forfeitability in the 
wife’s annuity may be taken into account 
only with respect to the valuation of the 
annuity in the decedent’s gross estate.

Example (3).  Pursuant to a retirement 
plan, the employer made contributions to a 
fund which was to provide the employee, 
upon his retirement at age 60, with an an
nuity of $100 per month for life, and which 
was to provide his designated benefiiciary, 
upon the employee’s death after retirement, 
with a similar annuity for life. The plan 
also provided that (a) upon the employee’s 
separation from service before retirement, he 
would have a nonforfeitable right to receive 
a reduced anhuity starting at age 60, and (b) 
upon the employee’s death before retire
ment, a lump sum payment representing the 
amount of the employer’s contributions 
credited to the employee’s account would 
be paid to the designated benefiiciary. The 
plan at no time m et the requirements of 
section 401 (a) (relating to qualified plans).' 
Assume that the employee died at age 49 and 
•that the designated beneficiary‘was paid the 
^specified lump sum payment. Such amount 
is includible in the decedent’s gross estate 
under section 2039 (a) and (b). Since,

immediately before his death, the employee 
had an enforceable right to receive an annu- 
ity commencing at age 60, he is considered 
to  have “possessed the right to receive” an 
annuity as that term is used in section 2039 
<a). If, in this example, the employee would 
not be entitled to  any benefits in the event 
of his separation from service before retire
ment for any reason other than death, the 
result would be the same so long as the de
cedent had complied with his obligations 
under the contract up to the time of his 
death. In  such case, he is considered to 
have had, immediately before his death, an 
enforceable right to receive an annuity com
mencing at age 60.

JSxample (4). Pursuant to a retirement 
plan, the employer made contributions to a 
fund which was to provide the employee, 
upon .his retirement at age 60, with an 
annuity for life, and which was to provide 
his designated beneficiary, upon the em
ployee’s death after retirement, with a simi
lar annuity for life. The plan provided, how
ever, that no benefits were payable in the 
event of the employee’s death before retire
ment. The retirement plan at no time met 
the requirements of section 401 (a) (relating 
to qualified plans).. Assume that the em
ployee died at age 59 but that the employer 
nevertheless started payment of an annuity 
in  a slightly reduced amount to the desig
nated beneficiary. The value of the annuity 
is not includible in the decedent's gross estate 
under section 2039 (a) and (to). Since the 
employee died before reaching the retirement 
age, the employer was under no obligation 
to pay the annuity to the employee’s desig
nated beneficiary. Therefore, the annuity 
was not paid under a "contract or agree
ment” as that term is used in section 2039 
(a). If, however, it can be established that 
the employer has consistently paid an annu
ity  under such circumstances, the annuity 
will be considered as having been paid under 
a “contract or agreement”.

Example (5). The employer made con
tributions to  a retirement fund whioh were 
credited to the employee’s individual ac
count. Under the plan, the employee was 
to  receive one-half the amount credited to 
his account upon his retirement at age 60, 
and his designated beneficiary was to receive 
the other one-half upon the employee’s 
death after retirement. If the employee 
should die before reaching the retirement 
age, the entire amount credited to his ac
count at such time was to be paid to the 
designated beneficiary. The retirement plan 
at no time met the requirements of section 
401 (a) (relating to qualified plans). As
sume that the employee received one-half 
the amount credited to his account upon 
reaching the retirement age and that he 
died shortly thereafter. Since the employee 
received all that he was entitled to receive 
under- the plan before his death, no .amount 
was payable to him for his life or for any 
period not ascertainable without reference 
to his death, or for any period which did not 
in  fact end before his death. Thus, the 
amount of the payment to the designated 
beneficiary is not includible in the dece
dent’s gross estate under section 2039 (a) 
and (to). If, in this example, the employee 
died before reaching the retirement age, t e 
amount of the payment to the designs 
beneficiary would be includible in thedece- 
dent’s gross estate under section 2039 ( ; 
and (b). In  this latter case, the deced®*“ 
possessed the right to receive a lump ® 
payment for a period which did not in i 
end before his death. .

Example (6). The employer made contri
butions to two different funds set up under 
two different plans. One plan was to Prov 
the employee, upon his retirement at age ’ 
with an annuity for life, and the other P 
was to provide the employee’s design^^ 
beneficiary, upon the employee’s death, 
a similar annuity for life. Each p an
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established at a different time and each, 
plan was administered separately in every 
respect. Neither plan at any time met the 
requirements of section 401 (a) (relating 
to qualified plans). The value of the desig
nated beneficiary’s annuity is includible in 
the employee’s gross estate. All rights and 
benefits accruing to an employee and to 
others by reason of the employment (except 
rights and benefits accruing under certain 
plans meeting the requirements of section 
401 (a) (see § 20.2039-2)) are considered 
together in determining-whether on not sec
tion 2039 (a) and (b) applies. The scope 
of section 2039 (a) and (b) cannot be limited 
by indirection.

(c) Amount includible in the gross 
estate. The amount to be included in a 
decedent’s gross estate under section 
2039 (a) and (b) is an amount which 
bears the same ratio to the value at the 
decedent’s death of the annuity or other 
payment receivable by the beneficiary as 
the contribution made by the decedent, 
or made by his employer (or former em
ployer) for any reason connected with 
his employment, to the cost of the con
tract or agreement bears to its total cost. 
In applying this ratio, the value at the 
decedent’s death of the annuity or other 
payment is determined in accordance 
with the rules set forth in §§ 20.2031-1, 
20.203.1-7, 20.2031-8, and 20.2031-9. The 
application of this paragraph may be 
illustrated by the folldwing examples:

Example (1). On January 1, 1945, the 
decedent and his wife each contributed 
$15,Q00 to the purchase price of an annuity 
contract under the terms of which the issuing 
company agreed to pay an annuity to the 
decedent and his wife for their Joint lives 
and to continue the annuity to the survivor 
for his life. Assume that the value of the 
survivor’s annuity at the decedent’s death 
(computed under § 20.2031-8) is $20,000. 
Since the decedent contributed one-half of 
the cost of the contract, the amount to be 
included in his gross estate under section 
2039 (a) and (b) is $10,000.

Example (2). Under the terms of an em
ployment contract entered into on January 
1,1945, the employer and the employee made 
contributions to a fund which was to provide 
the employee, upon his retirement at age 
60, with an annuity for life, and which was 
to provide his designated beneficiary, upon 
the employee’s death after retirement, with 
a similar annuity for life. The retirement 
fund at no time formed part of a plan meet- 
tog the requirements of section 401 (a) 
(relating to qualified plans). Assume that 

emPloyer and the employee each con
tributed $5,000 to the retirement fund. As
sume, further, that the employee died after 
retirement at whidh time the value of the 
survivor’s annuity was $8,000. Since the 
mployer’s contributions were made by rea- 

°* tlle decedent’s employment, the 
to be ln°luded in his gross estate 

2  action 2039 (a) and (b) is the entire 
BmJvi Ii’ in the above example, only the 
thePl0ye? made contributions to the fund, 

be included in the gross estate would still be $8,000.

(d) Insurance under policies on the 
Jh — decedent. If an annuity or 
.ner Payment receivable by a benefi- 

jnaryKu^ er a contract or agreement is 
iin/i Ŝ an<!e Proceeds of insurance 

«  a P°Hcy on the life of the decedent, 
p ^  2°39 (a) and (b) does not apply, 
or ex ên  ̂ which such an annuity 
I* payment is includible in a d e -
9«^« gross estate, see section 2042

a § 20.2042-1. A combinatioriT annuity 
No. 123----- 5

contract and life insurance policy on 
the decedent’s life (e. g., a “retirement 
income” policy with death benefits) 
which matured during the decedent’s 
lifetime so that there was no longer an 
insurance element under the contract at 
the time of the decedent’s death is sub
ject to the provisions of section 2039 (a) 
and (b). On the other hand, the treat
ment of a combination annuity contract 
and life insurance policy on the dece
dent’s life which did not mature during 
the decedent’s lifetime depends upon the 
nature of the contract at the time of the 
decedent’s death. The nature of the con
tract is generally determined by the re
lation of the reserve value of the policy 
to the value of the death benefit at the 
time of the decedent’s death. If the de
cedent dies before the reserve value 
equals the death benefit, there is still an 
insurance element under the contract. 
The contract is therefore considered, for 
estate tax purposes, to be an insurance 
policy subject to the provisions of section 
2042. However, if the decedent dies after 
the reserve value equals the death bene
fit, there is no longer an insurance ele
ment under the contract. The contract 
is therefore considered to be a contract 
for an annuity or other payment subject 
to,the provisions of section 2039 (a) and
(b) or some other section of part HI of 
subchapter A of chapter 11. Notwith
standing the relation of the reserve value 
to the value of the death benefit, a con> 
tract under which the death benefit 
could never exceed the total premiums 
paid, plus interest, contains no insur
ance element.

Example. Pursuant to a retirement plan 
established January 1, 1945, the employer 
purchased a  contract from an insurance 
company which was to provide the employee, 
upon his retirment at age 65, with an annu
ity of $100 per month for life, and which was 
to provide his designated beneficiary, upon 
the employee’s death after retirement, with a 
similar annuity for life. The contract fur
ther provided that if the employee should 
die before reaching the retirement age, a 
lump sum payment of $20,000 would be paid 
tb his designated beneficiary in lieu of the 
annuity described above. The plan at no 
time met the requirements of section 401 (a) 
(relating to qualified plans).: Assume that 
the reserve value of the contract at the re
tirement age would be $20,000. If the em
ployee died after reaching the retirement age, 
the death benefit to the designated bene
ficiary would constitute an annuity, the 
value of which would be includible in the 
employee’s gross estate under section 2039 
(a) and (b). If, on the other hand, the 
employee died before reaching his retirement 
age, the death benefit to the designated 
beneficiary would constitute insurance under 
a policy on the life of the decedent since the 
reserve value would be less than the death 
benefit. Accordingly, Its includibility would 
depend upon section 2042 and § 20.2042-1.

§ 20.2039-2 Annuities under “qualified 
plans”—(a) In general. Section 2039
(c) excludes from a decedent’s gross 
estate the value of an annuity or other 
payment receivable under certain “quali
fied plans” to the extent provided in 
paragraph (c) of this section. Section 
2039 (c) applies to estates of all persons 
dying after December 31, 1953.

(b) Plans to which section 2039 (c) 
applies. Section 2039 (c) excludes from 
a decedent’s gross estate, to the extent

provided in paragraph (c) of this sec
tion, the value of an annuity or other 
payment receivable by any beneficiary 
(except the value of an annuity or other 
payment receivable by or for the benefit 
of the decedent’s estate) under—

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

(2) A retirement annuity contract 
purchased by an employer (and not by 
an employees’ trust) pursuant to a plan 
which, at the time of decedent’s sepa
ration from employment (by death or 
otherwise), or at the time of the earlier 
termination of the plan, met the require
ments of section 401 (a) (3) through (6).
For thè meaning of the term “annuity or- 
other payment”, see paragraph (b) of 
§ 20.2039-1. For the meaning of the 
phrase “receivable by or for*the benefit 
of the decedent’s estate”, see paragraph
(b) of § 20.2042-1. The application of 
this paragraph may be illustrated by the 
following examples in each of Which it 
is assumed that the amount stated to be 
excludable from the decedent’s gross es
tate is determined in accordance with 
paragraph (c) of this section:

Example (1). Pursuant to a pension plan, 
the employer made contributions to a trust 
which was to provide the employee, upon 
his retirement at age 60, with an annuity for 
life, and which was to provide his wife, upon 
the employee’s death aftér retirement, with 
a  similar annuity for life. At the time of the 
employee’s retirement, the pension trust 
formed part of a plan meeting the require
ments of section 401 (a). Assume that the 
employee died at age 61 after the trustee 
started payment of his annuity as described 
above. Since the wifé’s annuity was receiv
able under a qualified pension plan, no part 
of the value of such annuity is includible in 
the decedent’s gross estate by reason of the 
provisions of section 2039 -(c). If, in this 
example, the employer provided other bene
fits under nonqualified plans, the result 
would be the same since the exclusion under 
section 2039 (c) is confined to the benefits 
provided for under the qualified plan.

Example (2). Pursuant to a profit-shar
ing plan, the employer made contributions 
tò a trust which were allocated to the em
ployee’s individual account. Under the plan, 
the employee would, upon his retirement at 
age 60, receive a distribution of the entire 
amount credited to his account. If he 
should die before reaching the retirement 
age, the amount credited to  his account 
would be distributed to his designated bene
ficiary. Assume that the employee died be
fore reaching the retirement age and that 
at such time the plan met the requirements 
of section 401 (a). Since the designated 
beneficiary’s lump sum payment was receiv
able under a qualified profit-sharing plan, 
no part of such lump sum payment is in
cludible in the decedent’s gross estate by 
reason of the provisions of section 2039 (c).

Example ( 3). Pursuant to a pension plan, 
the employer made contributions to a trust 
which were used by the trustee to purchase a 
contract from an insurance company for the 
benefit of an employee. The contract was 
to provide the employee, upon his retirement 
at age 65, with an annuity of $100 per month 
for life, and was to provide his designated 
beneficiary, upon the employee’s death after 
retirement, with a similar annuity for life.
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The contract further provided that if the 
employee should die before reaching the re
tirement age, a lump sum payment equal to 
the greater of (a) $10,000 or (b) the reserve 
value of the policy would be paid to his 
designated beneficiary in Jieu of the annuity 
described above. Assume that the employee 
died before reaching the retirement age and 
that at such time the plan met the require
ments of section 401 (a). Since the desig
nated beneficiary’s lump sum payment was 
receivable under a qualified pension plan, no 
part of such lump sum payment is includ
ible in the decedent’s gross estate by reason 
of the provisions of section 2039 (c). It 
should be noted that for purposes of the ek- 
clusion under section 2039 (c), it is im
material whether or not such lump sum pay
ment constitutes the proceeds of life 
insurance under the principles set forth in 
paragraph (d) of § 20.2039-1.

Example (4).  Pursuant to a profit-sharing 
plan, the employer made contributions to a 
trust which were allocated to thè employee’s 
individual account. Under the plan, the 
employee would, upon his retirement at age 
60, be given the option to have the amount 
credited to his account (a) paid to him in a 
lump sum, (b) used to purchase a joint and 
survivor annuity for him and his designated 
beneficiary, or (-C) left with the trustee under 
ah arrangement whereby interest would be 
paid to him for his lifetime with the principal 
to be paid, at his death, to his designated 
beneficiary. The plan further providéd that, 
if the third method of settlement were se
lected, the employee would retain the right 
to have the principal paid to himself in a 
lump sum up to the time of his death. At 
the time of the employee’s retirement, the 
profit-sharing plan met the requirements of 
section 401 (a). Assume that the employee, 
upon reaching his retirement age, elected to 
have the amount credited to his account left 
with the- trustee under the interest arrange
ment. Assume, further, that the employee 
did not exercise his right to have such 
amount paid to him before his death. Under 
such circumstances, the employee is con
sidered as having constructively received the 
amount credited to his account upon his 
retirement. Thus, such amount is pot con
sidered as receivable by the designated bene
ficiary under the profit-sharing plan and the 
exclusion of section 2039 (c) is not applicable.

(c) Amount excludable from the gross 
estate. (1) The amount to be excluded, 
from a decedent’s gross estate under 
section 2039 (c) is an amount which 
bears the same ratio to the value at the 
decedent’s death of the annuity or other 
payment receivable by the beneficiary as 
the employer’s contribution (or a con
tribution made on his behalf) to the plan 
on the employee’s account bears to the 
total contributions to the plan on the 
employee’s account. In applying this 
ratto, the value at the decedent’s death 
of the annuity or other payment-is de
termined in accordance with the rules 
set forth in §§ 20.2031-1, 20.2031-7,
20.2031-8, and 20.2031-9.

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

Example. Pursuant to a pension plan, the 
employer and the employee contributed to 
a trust which was to provide the employee, 
upon his retirement at age 60, with an an
nuity for life, and which was to provide his 
wife, upon the employee’s death after 
retirement, with a similar annuity for life. 
At the time of the employee’s retirement, the 
pension trust formed part of a plan meeting 
the requirements of section 401 (a ). Assume 
the following: (i) that the employer’s con
tributions to the fund were not credited to 
the-accounts of individual employees; (ii) ' 
that the value of the employee’s annuity 
and his wife’s annuity computed as of the 
time of the decedent’s retirement, was 
$40,000; (iii) that the employee contributed 
$10,000 to the plan; and (iv) that the value 
at the decedent’s death of the wife's annuity 
was $16,000.' On the basis of these facts, the 
total contributions to the fund on the em
ployee’s account are presumed to be $40,000 
and the employer’s contribution to  the plan 
on the employee’s account is presumed to 
be $30,000 ($40,000 less $10,000). Since the 
wife’s annuity was receivable under a quali
fied pension plan, that part of the value of 
such annuity which is attributable to the 

/  $30,000
employer’s contributions ( $40 000x

or $12,000^ is excludable from the decedent’s
gross estate by reason of the provisions of 
section 2039 (c ). Compare this result with 
the results reached in the examples set forth 
in paragraph (b) of this Section in which 
all contributions to the plans were made 
by the employer. s'

§ 20.2040 Statutory provisions; joint 
interests.

Sec. 2040. Joint interests. The value of 
the gross estate shall Include the value of 
nil property (except real property situated 
outside of the United States) to the extènt 
of the interest therein held as joint tenants 
by the decedent ahd any other person, or 
as tenants by thè entirety by the decedent 
and spouse, or deposited, with any person 
carrying on the banking business, in their 
joint names and payable to either or the 
survivor, except such part thereof as may 
be shown to have originally belonged to such 
other person and never to have been re
ceived or acquired by the latter from the 
decedent for less than an adequate and full 
consideration in money or money’s worth: 
Provided, That where such property or any 
part'thereof, or part of the consideration with 
which such property was acquired, is shown 
to have been at any time acquired by such 
other person from the decedent for less than 
an adequate and full consideration in money 
or money’s worth, there shall be excepted 
only such part of the value of such property 
as is proportionate to the consideration fur
nished by such other person: Provided fur
ther, That where any property has been 
acquired by gift, bequest, devise, or inheri
tance, as a tenancy by the entirety by the 
decedent and spouse, then to the extent of 
one-Jialf of the value thereof, or, where so 
acquired by the decedent and any other

person as Joint ten a n ts  and their interests 
are n o t  otherw ise specified  or fixed by law 
th e n  to  th e  ex ten t o f th e  value of a frac
tio n a l part to  be determ ined  by dividing th e  
valu e of th e  property by th e  number of 
Joint ten an ts .

§ 20.2040-1 Joint interests—(a) In 
general. A decedent’s gross estate in
cludes under section 2040 the value of 
property held jointly at the time of the 
decedent’s death by the decedent and 
another person or persons with right of 
survivorship, as follows:

(1) To the extent that the property 
was acquired by the decedent and the 
other joint owner or owners by gift, 
devise, bequest, or inheritance, the de
cedent’s fractional share of the property 
is included.

(2) In all other cases, the entire value 
of the property is included except such 
part of the entire value as is attributable 
to the amount of the consideration in 
money or money’s worth furnished by 
the other joint owner or owners. See 
§ 20.2043-1 with respect to adequacy of 
consideration. « Such part of the entire 
value is that portioh of the entire value 
of the property at the decedents death 
(or at the alternate valuation date de
scribed in section 2032 which the con
sideration in money or money’s worth 
furnished by the-other joint owner or 
owners bears to the total cost of acquisi
tion and capita! additions. In determin
ing the consideration furnished by the 
other joint owner or  owners, there is 
taken into account only that portion of 
such consideration-which is shown not 
to be attributable to money or other 
property acquired by the other joint 
owner or owners from the decedent for 
less than a full and adequate considera
tion in money or money’s worth.
The entire value of jointly held property 
is included in a decedent’s gross estate 
unless the executor submits facts suffi
cient to show that property' was not 
acquired entirely with Consideration 
furnished by the decedent, or was ac
quired by the decedent and the other 
joint owner or owners by gift, bequest, 
devise, or inheritance.

(b) Meaning of “property held joint
ly”. Section 2940 specifically covers 
property held jointly by the decedent 
and any other person (or persons); prop
erty held by the decedent and spouse as 
tenants by the entirety, and a deposit of 
money, or a bond or other instrument, 
in the name of the decedent and any 
other person and payable to either or the 
survivor. The section applies to all 
classes of property, whether real or per
sonal,--and regardless of when the joint 
interests were created. Furthermore, it 
makes no difference that the survivor 
takes the entire interest in the property 
by right of survivorship and that no in
terest therein forms a part of the dece
dent’s estate for purposes of administra
tion. The section has no application to 
property held by the decedent and any 
other person (or persons) as tenants in 

.common.
(c) Examples. The application of/this 

section may be explained in the follow
ing examples in each of which it is as
sumed that the other joint owner or 
owners survived the decedent:
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(1) If the decedent furnished the en
tire purchase price of the jointly held 
property, the value of the entire prop
erty is included in his gross estate;

(2) If the decedent furnished a part 
only of the purchase price, only a cor
responding portion of the value of .the 
property is so included;

(3) If the decedent furnished no part 
of the purchase price, no part of the 
value of the property is so included;

(4) If the decedent, before the acquisi
tion of the property by himself and the 
other joint owner, gave the latter a sum 
of money or other property which there
after became -the other joint owner’s 
entire contribution to the purchase price, 
then the value of the entire property is 
so included, notwithstanding the fact 
that the other property may have appre
ciated in value due to market conditions 
between the time of the gift and the time 
of the acquisition of the jointly held 
property;

(5) If the decedent, before the acquisi
tion of the property by himself and the 
other joint owner, transferred to the 
latter for less thaman adequate and full 
consideration in money or money’s worth, 
other income-producing property, the' 
income from which belonged to and be
came the other joint owner’s entire con
tribution to the purchase price, then the 
value of the jointly held property less 
that portion attributable to the income 
which the other joint owner did furnish 
is included in the decedent’s gross estate;

(6) If the property originally belonged 
to the other joint owner and the decedent 
purchased his interest from the other 
joint owner, only that portion of the 
value of the property attributable to the 
consideration paid by the decedent is 
included;

(7) If the decedent and his spouse 
acquired the property by will or gift as 
tenants by the entirety, one-half of'the 
value of the property is included in the 
decedent’s gross estate; and

(8) If the decedent and his two 
brothers acquired the property by will or 
gift as joint tenants, one-third of the 
value of the property is so included.

§20.2041 Statutory provisions; pout
ers of appointment,

Sec. 2041. Powers of appointment—(a) In 
general. The value of the gross estate shall 
Include the value of all property (except real 
property situated outside of the United 
States)—

(1) Powers of appointment created on or 
oefore October 21, 1942. To the extent of 
any property with respect to which a general 
power of appointment created on or be
fore October 21, 1942, is exercised by _the 
decedent—

(A) By will, or
(B) By a disposition which is of such na- 

AUreJiliat ^  were a transfer of property
wned by the decedent, such property would 
e includible in the decedent’s gross estate 

unaer sections 2035 to 2038, inclusive;
hut the failure to exercise such a power or 

® complete release of such a power shall 
be deemed an exercise thereof. If a gen- 
power of appointment created on or 

e ore October 21, 1942, has been partially 
eased so that it is no longer a  general 

P wer of appointment, the exercise of such 
wer shall not be deemed to be the exercise 
a general power of appointment if—

(i> .Such partial release occurred before 
November 1, 1951, or

(ii) The donee of such power was under 
a legal disability to release such power on 
October 21, 1942, and such partial release 
occurred not later than 6 months after the 
termination of such legal disability.

(2) Powers created after October 21, 1942. 
To the extent of any property with respect to 
which the decedent has at the time of his 
death a general power of appointment cre
ated after October 21, 1942, or with respect to 
which the decedent has at any time exercised 
or released such a power of appointment by 
a disposition whidn is of such nature that 
if it were a transfer of property owned by 
the decedent, such property would be in
cludible in the decedent’s gross estate under 
sections 2035 to 2038, inclusive. A disclaimer 
or renunciation of such a power of appoint
ment shall not be deemed a release of such 
power. For purposes of this paragraph (2), 
the power of appointment shall be considered 
to exist on the date of the decedent’s death 
even though the exercise of the power is 
subject to a precedent giving of notice or 
even though the exercise of the power takes 
effect only on the expiration of a stated 
period after its exercise, whether or not on 
or before the date of the decedent’s death 
notice has been given or the power has been 
exercised.

(3) Creation of another power in certain 
cases. To the extent of any property with 
respect to which the decedent—

(A) By will, or
(B) By a disposition which is of such 

nature that if it were a transfer of property 
owned by the decedent such property would 
be includible in the decedent’s gross estate 
under section 2035, 2036, or 2037,
exercises a power of appointment created 
after October 21, 1942, by creating another 
power of appointment which under the ap
plicable local law can be validly exercised so 
as to postpone the vesting of any estate or 
interest in such property, or suspend the 
absolute ownership or power of alienation of 
such property, for a period ascertainable 
without regard to the date of the creation of 
the first power.

(b) Definitions. For purposes of subsec
tion (a) —

(1) General power of appointment. The 
term “general power of appointment” means 
a power which is exercisable in favor of the 
decedent, his estate, his creditors, or the 
creditors of his estate; except that—

(A) A power to consume, invade, or ap
propriate property for the benefit of the 
decedent which is limited by an ascertainable 
standard relating to  the health, education, 
support, or maintenance of the decedent shall 
not be deemed a general power of appoint
ment. .

(B) A power of appointment created on or 
before October 21, 1942, which is exercisable 
by the decedent only in conjunction with 
another person shall not be deemed a general 
power of appointment.

(C) In the case of a power of appointment 
created after October 21, 1942, whiGh is 
exercisable by the decedent only in conjunc
tion with another person—

(i) If the power is not exercisable by the 
decedent except in conjunction with the 
creator of the power—such power shall not 
be deemed a general power of appointment.

(ii) If the pqwer is not exercisable by the 
decedent except in conjunction with a per
son having a substantial Interest in the 
property, subject to the power, which is 
adverse to exercise of the power in favor of 
the décèdent—such power shall not be 
deemed a general power of appointment. 
For the purposes of this clause a person who, 
after the death of the decedent, may be 
possessed of a power of appointment (with 
respçct to the property subject to the dece
dent’s power) which he may exercise in his 
own favor shall be deemed as having an

interest in the property and such interest 
shall be deemed adverse to such exercise of 
the decedent’s power.

(ill) If (after the application of clauses 
ft) and (ii) ) the power is a general power 
of appointment and is exercisable in favor 
of such other person—such power shall be 
deemed a general power of appointment only 
in respect of a fractional part of the property 
subject to such power, such part to be deter
mined by dividing the value of such property 
by the number of such persons (including 
the decedent) in favor of whom such power 
is exercisable.
For purposes of clauses (ii) and (iii), a 
power shall be deemed to be exercisable in 
favor of a person if it is exercisable in favor 
of such person, his estate, his creditors, or 
the creditors, of his estate.

(2) Lapse of power. The lapse of a power 
of appointment created after October 21, 
1942, during the life of the individual 
possessing the power shall be considered a 
release of such power. The preceding sen
tence shall apply with respect to the lapse of 
powers during any calendar year only to the 
extent that the property, which could have 
been appointed by exercise of such lapsed 
powers, exceeded in value, at the time of such 
lapse, the greater of the following amounts;

(A) $5,000, or
(B) 5 percent of the aggregate value, at 

the time of such lapse, of the assets out of 
which, or the proceeds of which, the exercise 
of the lapsed powers could have been 
satisfied.

(3) Date of creation of power. For pur
poses of this section, a power of appointment 
created by a will executed on or before Octo
ber 21, 1942, shall be considered a power 
created on or before such date if the person 
executing such will dies before July 1, 1949, 
without having republished such will, by 
codicil or otherwise, after October 21, 1942.

§ 20.2041-1 Powers of appointment; 
in general—(a) Introduction. A dece
dent’s gross estate' includes under section 
2041 the value of property in respect of 
which the decedent possessed, exercised, 
or released certain powers of appoint
ment. This section contains rules of 
general application; § 20.2041-2 contains 
rules specifically applicable to general 
powers of appointment created on or 
before October 21, 1942; and § 20.2041-3 
sets forth specific rules applicable to 
powers of appointment 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 regardless of the 
nomenclature used in creating the power 
and regardless of local property law con
notations. For example, if a trust in
strument provides that the beneficiary 
may appropriate or consume the prin
cipal of the trust, the power to consume 
or appropriate is a power of appointment. 
Similarly, a power given to a decedent 
to affect the beneficial enjoyment of 
trust property or its income by altering, 
amending, or revoking the trust instru
ment or terminating the trust is a power 
of appointment. If the community 
property laws of a State confer upon the 
wife a power of testamentary disposition 
over property in which she does not have 
a vested interest she is considered as 
having a power of appointment. A 
power in a donee to remove or discharge 
a trustee and appoint himself may be a 
power of appointment. For example, if
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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 him
self, and the decedent has the unre
stricted power to remove or discharge the 
trustee at any time and appoint any 
other person including himself, the de
cedent is considered as having a power 
of appointment. However, the decedent 
is not 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 his death, without 
an accompanying unrestricted power of 
removal. Similarly, a power to amend 
only the administrative provisions of a 
trust instrument, which cannot substan
tially affect the beneficial enjoyment of 
the trust property or income, is not a 
power of appointment. The mere power 
of management, investment, custody of 
assets, 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 
appointment. Further, the right in a 
beneficiary 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 assent does not consist of any power 
or right to enlarge or shift the beneficial 
interest of any beneficiary therein.

(2) Relation to other sections. For 
purposes of §§ 20.2041-1 to 20.2041-3, 
the term “power of appointment” does 
not include powers reserved by the de
cedent to himself within the 'concept of 
sections 2036 ‘through 2038. (See 
§§ 20.2036-^1 to 20.2038-1.) No provi
sion of section 2041 or of §§ 20.2041-1 to 
20.2041-3 is 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 his gross estate to the 
extent it would be includible under sec
tion 2033 or some other provision of 
part III of subchapter A of chapter 11. 
For example, if a trust created by S pro
vides for payment of the income to A 
for life with power in A to appoint the 
remainder by will and, in default of such 
appointment for payment of the income 
to A’s widow, W, for her life and for 
payment of the remainder to A’s estate, 
the value of A’s interest in the remainder 
is includible in his gross estate under 
section 2033 regardless of its includi- 
bility under section 2041.

(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 2041 applies only to such part or 
interest. For example, if a trust created 
by S provides for the payment of income 
to,A  for life, then to W for life, with 
power in A to appoint the remainder by 
will and in default of appointment for

payment of the remainder to B or his 
estate, and if A dies before W, section 
2041 applies only to the value of the 
remainder interest excluding W’s life 
estate. If A dies after W, section 2041 
would apply.to the value of the entire 
property. If the power were only over 
one-half the remainder interest, section 
2041 would apply only to one-half the 
value of the amounts described above.

(c) Definition of “general power of 
appointment'’— (1) In general. The 
term “général power of appointment” as 
defined in section 2041 (b) (1) means 
any power of appointment exercisable in 
favor of the decedent, his estate; his 
creditors, or the. creditors of his estate, 
except (i) joint powers, to the extent 
provided in §§ 20.2041-2 and 20.2041-3, 
and (ii) certain powers limited by an 
ascertainable standard, to the extent 
provided in subparagraph (2) of this 
paragraph. A power of appointment 
exercisable to meet the estate tax, or 
any other taxes, debts, or charges which 
are enforceable against the «state, is 
included within the meaning of a power 
of appointment exercisable in favor of 
the decedent’s estate, his' creditors, or 
the creditors of his estate. A power of 
appointment exercisable for the purpose 
of discharging a legal obligation of the 
decedent or for his pecuniary benefit is 
considered a power of appointment ex
ercisable in favor of the decedent or his 
creditors. However, for purposes of 
§§ 20.2041-1 to 20.2Ô41-3, a power of 
appointment 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 decedent or his estate. A power 
of appointment is not a general power if 
by its terms it is either—

(a) Exercisable only in favor of one 
or more designated persons or classes 
other than the decedent or his creditors, 
or the decedent’s estate or the creditors 
of his estate, or

(b) Expressly not exercisable in favor 
of the decedent or his creditors, or the 
decedent’s estate or the creditors of his 
estate.
A decedent 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 
beneficiary may have a power to with
draw trust corpus during his life, and a 
testamentary power to appoint the 
corpus among his descendants. The 
testamentary power is not a general 
power of appointment.

(2) Powers limited by an ascertain
able standard. A power to consume; in
vade, or appropriate income or corpus, 
or both, for the benefit of the decedent 
which is limited by an ascertainable 
standard relating to the health, educa
tion, support, or maintenance of the de
cedent is, by reason of section 2041 (b)
(1) (A), not a general power of appoint
ment. A power is limited by such a 
standard if the extent of the holder’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 syn
onymous and their meaning is not 
limited to the bare necessities of life. Ar. 
power to use property for the comfort, 
welfare, or happiness of the holder of thé 
power is not limited by the requisite 
stâhdard. Examples of powers which 
are limited by the requisite standard are 
powers exercisable for the holder’s “sup
port,” “support in reasonable comfort,” 
“maintenance in health and reasonable 
comfort,” “support in his accustomed 
manner of living,” “education, including 
colieige and professional education,” 
“health,” and “medical, dental, hospital 
and nursing expenses and expenses of 
invalidism.” In determining whether a  
power is limited by an ascertainable 
standard, it is immaterial whether the 
beneficiary is required to exhaust his 
other income before the power can be 
exercised.

(3) Certain powers under wills of de
cedents dying between January 1 and 
April 2, 1948. Section 210 of the Tech
nical Changes Act of 1953 provides' that 
if a decedent died after December 31, 
1947, but before April 3, 1948, certain 
property interests described therein may, 
if the decedent’s surviving spouse so 

'«elects, be accorded special treatment in 
the determination of the marital deduc
tion to be allowed the decedent’s estate 
under the provisions of section 812 (e) 
of the Internal Revenue Code of 1939. 
See § 81.47a (h) of Regulations 105 (26 
CFR (1939) 81.47a (h )). The section 
further provides that property affected 
by the election shall, for the purpose of 
inclusion in the surviving spouse’s gross 
estate, be considered property with re
spect to which she has a general power 
of appointment. Therefore, notwith
standing any other provision of law or 
of § § 20.2041-1 to 20.2041-3, if the pres
ent decedent (in her capacity as surviv
ing spouse of a prior decedent) has made 
an election under section 210 of the 
Technical Changes Act of 1953, the prop
erty which was the subject of the elec
tion shall be considered as property with 
respect to which the present decedent 
has a general power of appointment 
created after October 21, 1942, exercisa
ble by deed or will, to the extent it was 
treatéd as an interest passing to the sur
viving 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. For 
example, the residuary clause of a will 
may be considered under local law as an 
exercise of a testamentary power of ap
pointment in the absence of evidence of 
a  contrary intention drawn from the 
whole of the testator’s will. However, 
regardless of local law, a power of ap
pointment is considered as exercised for 
purposes of section 2041 even though the 
exercise is in favor of the taker in default 
of appointment, and irrespective o 
whether the appointed interest and tne 
interest in default of appointment are 
identical or whether the appointee re
nounces any right to take under the ap- 

or\rV)infmftllt IS
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also considered as exercised even though 
the disposition cannot take effect until 
the occurrence of an event after the ex
ercise takes place, if the exercise is 
irrevocable and, as of the time of the 
exercise, the condition was not impossible 
of occurrence. For example, if property 
is left in trust to A for life, with a power 
in B to appoint the remainder by will, and 
B dies before A, exercising his power by 
appointing the remainder to C if C sur
vives A, B is considered to have exercised 
his power if C is living at B’s death. On 
the other hand, a testamentary power 
of appointment is not considered as exer
cised if it is exercised subject to the oc
currence during the decedent’s life of an 
express or implied condition which did 
not in fact occur. Thus, if in the pre
ceding example, C dies before B, B’s 
power of appointment would not be con
sidered to have been exercised. Sim
ilarly, if a trust provides for income to A 
for life, remainder as A appoints by will, 
and A appoints a life estate in the prop
erty to B and does not otherwise exercise 
his power, but B dies before A, A’s power 
is not considered to have been exercised.

(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 2041 (b) (3) provides that a 
power of appointment created by a will 
executed on or before October 21, 1942, 
is considered a power created on or before 
that date if the testator dies before July 
1, 1949, without having republished the 
will, by codicil or otherwise, after October 
21, 1942. Whether or not a power of 
appointment created by an intervivos in
strument executed on or before October 
21,1942, is considered a power created on 
or before that date depends upon the 
facts and circumstances of the particular 
case. For example, assume that A cre
ated a revocable trust before October 21, 
1942, providing for payment of income 
to B for life with remainder as B shall 
appoint by will. If A dies after October 
21, 1942, without having exercised his 
power of revocation, B’s power of ap
pointment is considered a power created 
after October 21, 1942. On the-other 
hand, assume that C created an irrev
ocable intervivos trust before October 
21, 1942, naming T as trustee and pro
viding for payment of income to D for life 
jnth remainder to E. Assume further 
that T was given the power to pay corpus 
to D and the power to appoint a successor 
™ fe. K T resigns after October 21, 

42, and appoints D as successor trustee, 
is considered to have a power of ap- 

Pomtment created before October 21, 
w w ano|;her example, assume that 

. eated an irrevocable intervivos trust 
m <̂ci:ber 21> 1942, providing for pay- 

mcome to G for life with re- 
K f i M *  G shall appoint by will, but 
f™viault. of appointment income to H 

Wlth remainder as H shall ap- 
1P49 ^  G dies after October 21,

. without having exercised his power 
appointment, H’s power of appoint- 

rwJL1S considered a power created before 
a 2*’ 1942, even though it was only 
incr ^ ent interest until G’s death. If, 
Down S examPle, G had exercised his 

r of appointment by creating a

similar power in I, I’s power of appoint
ment would be considered a  power cre
ated after October 21, 1942. A power of 
appointment is not considered as created 
after October 21,1942, merely because the 
power is not exercisable or the identity of 
its holders is not ascertainable until after 
that date.

§ 20.2041-2 Powers of appointment 
created on or before October 21, 1942—
(a) In general. Property subject to a 
general power of appointment created on 
or before October 21, 1942, is includible 
in the gross estate of the holder of the 
power under section 2041 only if he ex
ercised the power under specified cir
cumstances. Section 2041 (a) (1) re
quires that there be included in the gross 
estate of a decedent the value of prop
erty subject to such a power only if the 
power is exercised by the decedent either
(1) by will, or (2) by a disposition which 
is of such nature that if it were a trans
fer of property owned by the decedent, 
the property would be includible in the 
decedent’s gross estate under section 
2035 (relating to transfers in contem
plation of death), 2036 (relating to 
transfers with retained life estate), 
2037 (relating to transfers taking effect 
at death), or 2038 (relating to revocable 
transfers). See paragraphs (b), (c), 
and (d) of § 20.2041-1 for the definition 
of various terms used in this section.

(b) Joint powers created on or before 
October 21, 1942. Section 2041 (b) (1) 
(B) provides that a power created on or 
before October 21, 1942, which at the 
time of the exercise is not exercisable by 
the decedent except in conjunction with 
another person, is not deemed a general 
power of appointment.

(c) Exercise during life. The circum
stances under which section 2041 applies 
to the exercise other than by" will of a 
general power of appointment created on 
or before October 21, 1942, are set forth 
in paragraph (a) of this section. In 
this connection, the rules of sections 2035 
through 2038 which are to be applied are 
those in effect tin the date of the de
cedent’s death which are applicable to 
transfers made on the date when the 
exercise of the power occurred. Those 
rules are to be applied in determining 
the extent to which and the conditions 
under which a disposition is considered 
a transfer of property. The application 
of this paragraph may be illustrated by 
the following examples:

Example (1). A decedent in 1951 exer
cised a general power of appointment created 
in 1940, reserving no interest in or power 
over the property subject to the general 
power. The decedent died in 1956. Since 
the exercise was not made within three 
years before the decedent’s death, no part 
of the property is includible in his gross es
tate. See section 2035 (b ), relating to trans
fers in contemplation of death.

Example (2). S created a trust in 1930 
to  pay the income to A for life, remainder 
as B appoints by an instrument filed with 
the trustee during B’s lifetime, and in de
fault of appointment remainder to C. B 
exercised the power in 1955 by directing that 
after A’s death the income be paid to him
self for life with remainder to C. If B dies 
after A, the entire value of the trust property 
would be included in B’s gross estate, since 
such a disposition if it were a transfer of 
property owned by B would cause the prop

erty to be included in his gross estate under 
section 2036 (a) (1). If B dies before A, 
the value of the trust property less the value 
of A’s life estate would be included in  B’s 
gross estate for the same reason.

Example (3).  S created a trust in  1940 
to pay the income to A for life, remainder 
as A appoints by an Instrument filed with 
the trustee during A’s lifetime. A exercised 
the power in 1955, five years before his death, 
reserving the right of revocation. The ex
ercise, if not revoked before death, will cause 
the -property subject to the power to be 
included in A’s gross estate under section 
2041 (a) (1), since such a disposition if it 
were a transfer of property owned by A would 
cause the property to be included in his 
gross estate under section 2038. However, 
if the exercise were completely revoked, so 
that A died still possessed of the power, the 
property would not be included in A’s gross 
estate for the reason that the power will not 
be treated as having been exercised.

Example (4).  A decedent exercised a gen
eral power of appointment created in 1940 
by making a disposition in trust under which 
possession or enjoyment of the property 
subject to the exercise could be obtained 
only by surviving the decedent and under 
which the decedent retained a reversionary 
interest in the property of a value of more 
than five percent. The exercise will cause 
the property subject to the power to be in
cluded in the decedent’s gross estate, since 
such a disposition if it were a transfer of 
property owned by the decedent would cause 
the property to be included in his gross 
estate under section 2037.

(d) Release or lapse. A failure to ex
ercise a general power of appointment 
created on or before October 21, 1942, 
or a complete release of such a power is 
not considered to be an exercise of a 
general power of appointment. The 
phrase “a complete release” means a re
lease of all powers over all or a portion 
of the property subject to a power of 
appointment, as distinguished from the 
reduction of a power of appointment to 
a lesser power. Thus, if the decedent 
completely relinquished all powers over 
one-half of the property subject to a 
power of appointment, the power is com
pletely released as to that one-half. If 
at or before the time a power of appoint
ment is relinquished, the holder of the 
power exercises the power in such a 
manner or to such an extent that the 
relinquishment results in the reduction, 
enlargement, or shift in a beneficial in
terest in property, the relinquishment 
will be considered to be an exercise and 
not a release of the power. For example, 
assume that A created a trust in 1940 
providing for payment of the income to 
B for life and, upon B’s death, remainder 
to C. Assume further that B was given 
the unlimited power to amend the trust 
instrument during his lifetime. 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 1950 by deleting 
his power to amend the trust, such re
linquishment will be considered an ex
ercise and not a release of a general 
power of appointment. On the other 
hand, if the 1948 amendment became 
ineffective before or at the time of the 
1950 amendment, or if B in 1948 merely 
amended the trust by changing the 
purely ministeriar powers of the trustee, 
his relinquishment of the power in 1950 
will be considered as a release of a power 
of appointment.
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(e) Partial release. If 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 power is not an 
exercise of a general power of appoint
ment if the partial release occurs before 
whichever is the later of the following 
dates:

(1) November 1, 1951, or
(2) If the decedent was under a legal 

disability to release the power on October 
21, 1942, the day after the expiration of 
6 months following the termination of 
such legal disability.
However, if a general power created on 
or before October 21, 1942, is partially 
released on or after the later of these 
dates, a subsequent exercise of the power 
will cause the property subject to the 
power to be included in the holder’s gross 
estate, if the exercise is such that if it 
were a disposition of property owned by 
the decedent it would cause the property 
to be included in his gross estate. The 
legal disability referred to in this para
graph is determined under local law and 
may include the disability of an insane 
person, a minor, or an unborn child. The  ̂
fact that the type of general power of 
appointment possessed by the decedent 
actually was not generally releasable 
under the local law does not place the 
decedent under a legal disability within 
the meaning of this paragraph. In gen
eral, however, it is assumed that all gen
eral powers of appointment are releas
able, unless the local law on the subject 
is to the contrary, and it is presumed 
that the method employed to release the 
power is effective, unless it is not in' 
accordance with the local law relating 
specifically to releases or, in the absence 
of such local law, is not in accordance 
with the local law relating to similar 
transactions.

(f) Partial exercise. If a general 
power of appointment created on or be
fore October 21, 1942, is exercised only 
as to a portion of the property subject to 
the power, section 2041 is applicable 
only to the value of that portion. For 
example, if a decedent had a general 
power of appointment exercisable by will 
created on or before October 21, 1942, 
over a trust fund valued at $200,000 at 
the date of his-death, and if the decedent 
exercised his power either to the extent 
of directing the distribution of one-half 
of the trust property to B or of directing 
the payment of $100,000 to B, the trust 
property would be includible in the de
cedent’s gross estate only to the extent 
of $100,000.

§ 20.2041-3 Powers of appointment 
created after October 21, 1942— (a) In 
general. (1) Property subject to a power 
of appointment created after October 
21, 1942, is includible in the gross estate 
of the holder of the power under varying 
conditions depending on whether the 
power is (i) general in nature, (iiX pos
sessed at death, or (in) exercised or re
leased. See paragraphs (b), (c), and (d) 
of § 20.2041-1 for the definition of var
ious terms used in this section. See 
paragraph (c) of this section for the 
rules applicable to determine the extent

to which joint powers created after Oc
tober 21, 1942, are to be treated as gen
eral powers of appointment.

(2) If the power is a general power of 
appointment, the value of an interest in 
property subject to such a power is in
cludible in a decedent’s gross estate un
der section 2041 (a) (2) if either—

(i) The decedent has the power at 
the time of his death (and the interest 
exists at the time of his death), or

(ii) The decedent exercised or re
leased the power, or the power lapsed, 
under the circumstances and to the ex
tent described in paragraph (d) of this 
section.

(3) If the power is not a general power 
of appointment, the value of property 
subject to the power is includible in the 
holder’s gross estate under section 2041
(a) (3) only if it is exercised to create 
a further power under certain circum
stances (see paragraph (e) of this 
section).

(b) Existence of power a t death. For 
purposes of section 2041 (a) (2), a power 
of appointment is considered to exist on 
the date of a decedent’s death even 
though the exercise of the power is sub
ject to the precedent giving of notice, or 
even though the exercise of the power 
takes effect only on the expiration of a 
stated period after its exercise, whether 
or not .on or before the decedent’s death 
notice has been given or the power has 
been exercised. However, a power which 
by its terms is exercisable only upon the 
occurrence during the decedent’s life
time of an event or a contingency which 
did not in fact take place or occur dur
ing such time is not a power in existence 
on the date of the decedent’s death. For 
example, if a decedent was given a gen
eral power of appointment exercisable 
dhly after he reached a certain age, only 
if he survived another person, or only 
if he died without descendants, the power 
would not be in existence on the date of 
the decedent’s death if the condition 
precedent to its exercise had not 
occurred.

(c) Joint powers created after Octo
ber 21, 1942. The treatment of a power 
of appointment created after October 21, 
1942, which is exercisable only in con
junction with another person is governed 
by section 2041 (b )(1 )  (C), which pro
vides as follows:

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

(2) Such power is hot considered a 
general power of appointment if it is not 
exercisable by the decedent 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 
decedent, his estate, his creditors, or the 
creditors of his estate. An interest ad
verse to the exercise of a power is con
sidered as substantial if its value in 
relation 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 § 20.2031-7 or, if 
it is not susceptible to valuation under

those provisions, in accordance with the ' 
general principles set forth in § 20.2031-1.
A taker in default of appointment under 
a 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 is 
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 
decedent’s death and may exercise it at 
that time in favor of himself, his estate, 
his creditors, or the creditors of his 
estate. Thus, for example, if X, Y, and 
Z 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 Y 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 is 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 additional ex
amples in each of which it is assumed 
that the value of the interest in question 
is substantial:

Example (1). The decedent and R were 
trustees of a trust under the terms of which 
the income was to be paid to the decedent 
for life and then to M for life, and the re
mainder was to be paid to R. The trustees 
had power to distribute corpus to the de
cedent. Since R’s interest was substantially 
adverse to an exercise of the power in favor 
of the decedent the latter did not have a 
general power of appointment. If M and 
the decedent were the trustees, M’s interest 
would likewise have been adverse.

Example (2). The decedent and L were 
trustees of a trust under the terms of which 
the income was to be paid to L for life and 
then to M for life, and the remainder was 
to be paid to the decedent. The trustees had 
power to distribute corpus to the decedent 
during L’s life. Since L’s interest was ad
verse to an exercise of/the power in favor of 
the decedent, the decedent did not have a 
general power of appointment. If the dece
dent and M! were the trustees, M’s interest 
would likewise have been adverse.

Example (3).  .The decedent and L were 
trustees of a trust under the terms of which 
the income was to be paid to L for life. The 
trustees could designate whether corpus was 
to be distributed to the decedent or to A 
after L’s death. L’s interest was not adverse 
to an exercise of the power in favor of the 
decedent, and the decedent therefore had a 
general power of appointment.

(3) A power which is exercisable only 
. conjunction with another person, and 
hich. after application of the rules set 
■rth in subparagraphs (1) and (2) of 
lis paragraph constitutes a general 
>wer of appointment, will be treated as 
tough the holders of the power who are 
irmissible appointees of the property 
ere joint owners of property subject 
i the power. The decedent, under this 
tie, will be treated as possessed of a 
>neral power of appointment over an 
iquot share of. the property to be de- 
irmined with reference to the numoe 
: joint holders, including the decedent, 
ho (or whose estates or creditors) are 
irmissible appointees. Thus, for e - 
nple, if X, Y, and Z hold an unlimited
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of persons, including themselves, but on 
the death of X  the power does not pass 
to Y and Z jointly, then Y 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 a 
general power of appointment as to one- 
third of the property subject to the

°̂™d) Releases, lapses, and disclaimers of 
general poioers of appointment. (1) 
Property subject to a general power of 
appointment created after October 21, 
1942, is includible in the gross estate of 
a decedent under section 2041 (a) (2) 
even though he does not have the power 
at the date of his death, if during his life 
he exercised or released the power under 
circumstances such that, if the property 
subject to the power had been owned and 
transferred by the decedent, the prop
erty would be includible in the decedent’s 
gross estate under section 2035, 2036, 
2037, or 2038. Further, section 2041 (b)
(2) provides that the lapse of a power of 
appointment is considered to be a re
lease of the power to the extent set forth 
in subparagraph (3) of this paragraph. 
A release of a power of appointment need 
not be formal or express in character. 
The principles set forth in § 20.2041-2 
for determining the application of the 
pertinent provisions of sections 2035 
through 2038 to a particular exercise ot a 
power of appointment are applicable for 
purposes of determining whether or not 
an exercise or release of a power of ap
pointment created after October 21,1942, 
causes the property to be included in a 
decedent’s gross estate under section 
2041 (a) (2)., If a general power of 
appointment created after October 21, 
1942, is partially released, a subsequent 
exercise or release of the power under 
circumstances described in the first sen
tence of this subparagraph, or its posses
sion at death will nevertheless cause the 
property subject to the power to be in
cluded in the gross estate of the holder 
of the power.

(2) Section 2041 (a) (2) is not appli
cable to the complete release of a gen
eral power of appointment created after 
October 21, 1942, whether exercisable 
during life or by will, if the release was 
not made in contemplation of death 
within the meaning of section 2035, and 
if after the release the holder of the 
power retained no interest in or control 
over the property subject to the power 
which would cause the property to be 
included in his gross estate under sec
tions 2036 through 2038 if the property 
had been transferred by the holder.

(3) The failure to exercise a power of 
appointment created after October 21,' 
1942, within a specified time, so that the 
power lapses, constitutes a release of the 
Power. However, section 2041 (b) (2) 
Provides that such a lapse of a power of 
appointment during any calendar year 
during the decedent’s life is treated as 
a release for purposes of inclusion of 
Property in the gross estate under sec
tion 2041 (a) (2) only to the extent that» 
rvv f operty which could have been ap
pointed by exercise of the lapsed power 
exceeds the greater of (i) $5,000 or (ii)

Percent of the aggregate value, at the 
“he of the lapse, of the assets out of

which, or the proceeds of which, the 
exercise of the lapsed power could have 
been satisfied. For example, assume 
that A transferred $2Q0,000 worth of 
securities in trust providing for payment 
of income to B for life with remainder 
to B’s issue. Assume further that B was 
given a noncumulatiye right to with
draw $10,000 a year from the principal 
of the trust fund (which neither in
creased nor decreased in valué prior to 
B’s death). In such case, the failure of 
B to exercise his right of withdrawal 
will not result in estate tax with respect 
to the power to withdraw $10,000 which 
lapsés each year before the year of B’s 
death. At B’s death there will be in
cluded, in his gross estate the $10,000 
which he was entitled to withdraw for 
the year in which his death occurs less 
any amount which he may have taken 
during that year. However, if in the 
above example B had possessed the right 
to withdraw $15,000 of the principal 
annually, the failure to exercise such 
power in any year will be considered a 
release of the power to the extent of the 
excess of the amount subject to with
drawal over 5 percent of the trust fund 
(in this example, $5,000, assuming that 
the trust fund is worth $200,000 at the 
time of the lapse). Since each lapse is 
treated as though B had exercised do
minion over the trust property by mak
ing a transfer of principal reserving the 
income therefrom for his life, the value 
of the trust property (but only to the 
extent of the excess of the amount sub
ject to withdrawal over 5 percent of the 
trust fund) is includible in B’s gross 
estate (unless before B’s death he has 
disposed of his right to the income under 
circumstances to which sections 2035 
through 2038 would not be applicable). 
The extent to which the value of the 
trust property is included in the dece
dent’s gross estate is determined as pro
vided in subparagraph (4) of this para
graph.

(4) The purpose of section 2041 (b) 
(2) is to provide a determination, as of 
the date of the lapse of the power, of 
the proportion of the property over 
whieh the power lapsed which is an 
exempt disposition for estate tax pur
poses and the proportion which, if the 
other requirements of sections 2035 
through 2038 are satisfied, will be con
sidered as a taxable disposition. Once 
the taxable proportion of any disposi
tion at the date of lapse has been deter
mined, the valuation of that proportion 
as of the date of the decedent’s death 
(of*, if the executor has elected the alter
nate valuation method under section 
2032, the value as of the date therein 
provided), is to be ascertained in accord
ance with the principles which are ap
plicable to the valuation of transfers of 
property by the decedent under the 
corresponding provisions of sections 
2035 through 2038. For example, if the 
life beneficiary of a trust had a right 
exercisable only during one calendar 
year to draw down $50,000 from the 
corpus of a trust, which he did not ex
ercise, and if at the end of the year the  
corpus was worth $800,000, the taxable 
portion over which the power lapsed is 
$10,000 (the excess of $50,000 over 5 per-

cent of the corpus), or %o of the total 
value. On the decedent’s death, if the 
total value of the cprpus of the trust 
(excluding income accumulated after the 
lapse of the power) on the applicable 
valuation date was $1,200,000, $15,000 
(%o of $1,200,000) would be includible 
in the decedent’s gross estate. However, 
if the total value was then $600,000, only 
$7,500 ,(%o of $600,000) would be in
cludible.

(5) If the failure to exercise a power, 
such as a right of withdrawal, occurs in 
more than a single year, the proportion 
of the property over which the power 
lapsed which is treated as a taxable dis
position will be determined separately 
for each such year. The aggregate of 
the taxable proportions for all such 
years, valued in accordance with the 
above principles, will be includible in 
the gross estate by reason of the lapse. 
The includible amount, however, shall 
not exceed the aggregate value of the 
assets out of which, or the proceeds of 
which, the exercise of the power could 
have been satisfied, valued as of the date 
of the decedent’s death (or, if the execu
tor has elected the alternate valuation 
method under section 2032, the value as 
of the date therein provided).

(6) 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. In any case where a 
power is purported to be disclaimed or 
renounced as to only a portion of the 
property subject to the power, the de
termination as to whether or not there 
has been a complete and unqualified 
refusal to accept the rights to which 
one is entitled will depend on all the 
facts and circumstances of the particular 
case, taking into account the recognition 
and effectiveness of such a disclaimer 
under local law. Such rights refer to the 
incidents of the power and not to other 
interests of the decedent in the property. 
If effective under local law, the power 
may be disclaimed or renounced with
out disclaiming or renouncing such 
other interests. In the absence of facts 
to the contrary, the failure to renounce 
or disclaim within a reasonable time 
after learning of its existence will be 
presumed to constitute an acceptance of 
the power.

(e) Successive powers. (1) Property 
subject to a power of appointment cre
ated after October 21, 1942, which is not 
a general power, is includible in the gross 
estate of the holder of the power under 
section 2041 (a) (3) if the power is 
exercised, and if both of the following 
conditions are met:

(i) If the exercise is (a) by will, or
(b) by a disposition which is of such 
nature that if it were a transfer of 
property owned by the decedent, the 
property would be includible in the de
cedent’s gross estate under sections 2035 
through 2037 ; and

(ii) If the power is exercised by 
creating another power of appointment 
which, under the terms of the instru-
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ments creating and exercising the first 
power and under applicable local law, 
can be validly exercised so as^to (a) 
postpone the vesting of any estate or 
interest in the property for a period 
ascertainable without regard to the date 
of the creation of the first power, or (b) 
(if the applicable rule against perpetui
ties is stated in terms of suspension of 
ownership 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 creation of the first power.

(2) For purposes of the application of 
section 2041 (a) (3), the value of the 
property subject to the second power of 
appointment is considered to be its value 
unreduced by any precedent or subse
quent interest which is not subject to the 
second power. Thus, if a decedfent has 
a power to appoint by will $100,000 to 
a group of persons consisting of his chil
dren and grandchildren and exercises 
the power by making an outright ap
pointment of $75,000 and by giving one 
appointee a power to, appoint $25,000, 
no more than $25,000 will be includible 
in the decedent’s gross estate under sec
tion 2041 (a) (3) . If, however, the dece
dent appoints the income from the entire 
fund to a beneficiary for life with power 
in the beneficiary to appoint the re
mainder by will, the entire $100,000 will 
be includible in the decedent’s gross es
tate under section 2041 (a) (3) if the 
exercise of th& 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.

(f) Examples. 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, 1942, 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 sepa
rately in each example:

Example (1).  Income is directed to be 
paid to L during Lis lifetime at the end of 
each year, if living. L has an unrestricted 
power during his lifetime to cause the in
come to be distributed to any other person, 
but no power to cause it to be accumulated. 
At L’s death, no part of the trust property 
is includible in L’s gross estate since L had 
a power to dispose of only his income inter
est, a right otherwise possessed by him.

Example (2 ) . Income is directed to be 
accumulated during L’s  life but L has a non- 
cumulative power to distribute $10,000 of 
each year’s income to himself. Unless L’s 
power is limited by an ascertainable stand
ard (relating to his health, etc.), as defined 
in paragraph (c) (2) of |  20.2041-1, he has 
a general power of appointment over $10,000 
of each year’s income, the lapse of which may 
cause a portion of any income not distrib
uted to be included in his gross estate under 
section 2041. See subparagraphs (3), (4), 
and (5) of paragraph (d) of this section. 
Thus, if the trust income during the year 
amounts to $20,000, L’s failure to distribute 
any of the income to himself constitutes a 
lapse as to $5,000 (i. e., the amount by which 
$10,000 exceeds $5,000). If L’s power were

cumulative (1. e., If the power did not lapse 
at the end of each year but lapsed only by 
reason of L’s death), the total accumulations 
which L  chose not to distribute to himself 
immediately before his death would be in
cludible in his gross estate tinder section 
2041.

Example (3).  L is entitled to all the in
come during his lifetime and has an un
restricted power to cause eorpus to be 
distributed to himself. L had a general 
power of appointment over the corpus of the 
trust, and the entire corpus as of the time of 
his death is includible in his gross estate 
under section 2041.

Example (4). Income was payable to L 
during" his lifetime. R has an unrestricted 
power to cause corpus to be distributed to L. 
R dies befpre L. In such case, R has only 
a power to dispose of his remainder interest, 
the value of which is includible in his gross 
estate under section 2033, and nothing in  
addition would be includible under section 
2041. If in this example R’s remainder were 
contingent on his surviving L, nothing would 
be includible in his gross esikte under'either 
section 2033 or 2041. , While R would have 
a power of appointment, it  would not be a 
general power.

Example (5).  Income was payable to L 
during his lifetime. R has an unrestricted 
power to cause corpus to be distributed to 
himself. R dies before L. While the value 
of R’s remainder interest is includible in his 
gross estate under section 2033, R also has a 
general power of appointment over the en
tire trust corpus. Under such circumstances, 
the entire value of the trust corpus is in
cludible in R’s gross estate under section 
2041.

§ 20.2042 Statutory provisions; pro
ceeds of life insurance.

Sec. 2042. Proceeds of life insurance. 
The value of the gross estate shall include 
the value of all property—

(1) Receivable by the executor> To the 
extent df the amount receivable by the ex
ecutor as insurance under policies on the 
life of the decedent.

(2) Receivable by other beneficiaries. To 
the extent of the amount receivable by all 
other beneficiaries as insurance under poli
cies on the life of the decedent with respect 
to which the decedent possessed at his death 
any of the incidents of ownership, exercis
able either alone or in conjunction with any 
other person. For purposes of the preced
ing "Sentence, the term “incident of owner
ship” includes , a reversionary interest 
(whether arising by the express terms of 
the policy or other instrument or by opera
tion of law) only if the value of such re
versionary interest exceeded 5 percent of 
the value of the policy immediately before 
the death of the decedent. As used in this 
paragraph, the term “reversionary interest” 
includes a possibility that the policy, or the 
proceeds of the policy, may return to the 
decedent or his estate, or may be subject to a 
power of disposition by him. The value of 
a reversionary interest at any time shall 
be determined (without regard to the fact 
of the decedent’s death) by usual methods 
of valuation, including the use of tables of 
mortality and actuarial principles, pursuant 
to regulations prescribed by the Secretary 
or his delegate. In determining the value 
of a possibility that the policy or proceeds 
thereof may be subject to a power of dis
position by the decedent, such possibility 
shall be valued as if it  were a possibility 
that such policy or proceeds may return to 
the decedent or his estate.

§ 20.2042-1 Proceeds of life insur
ance—(a) In general. (1) Section 2042 
provides for the inclusion in a decedent's 
gross estate of the proceeds of insurance 
on the decedent’s life (i) receivable by

or for the benefit of the estate (see para
graph (b) of this section), and (ii) re» 
ceivable by other beneficiaries (see 
paragraph (c) of this section). The 
term “insurance” refers to life insurance 
of every description, including death 
benefits paid by fraternal beneficial so- 
cieties operating under the lodge system.

(2) Proceeds of life insurance which 
are not includible in the gross estate un
der section 2042 may, depending upon 
the facts of the particular case, be in
cludible under Some other section of part 
III of subchapter A of chapter 11. For 
example, if the decedent possessed in
cidents of ownership in an insurance 
policy on his life but gratuitously trans
ferred all rights in the policy in con
templation of death, the proceeds would 
be includible under section 2035. Section 
2042 has no application to the inclusion 
in the gross estate of the value of rights 
in an insurance policy on the life of a 
person other than the decedent, or the 
value of rights in a combination annuity 
contract and life insurance policy on the 
decedent’s life (i. e., a “retirement in
come” policy with death benefit or an 
“endowment” policy) under which there 
was no insurance element at the time of 
the decedent’s death (see paragraph (d) 
of §20.2039-1).

(3) The amount to be included in the 
gross estate under section 2042 is the full 
amount receivable under the policy. If 
the proceeds of the policy are made pay
able to a beneficiary in the form of an 
annuity for life or for a term of years, 
the amount to be included in the gross 
estate is the one sum payable at .death 
under an option which could have been 
exercised either by the ifisured or by the 
beneficiary, or if no option was granted, 
the sum used by the insurance company 
in determining the amount of the 
annuity.

(b) Receivable by or for the'benefit of 
the estater (1) Section 2042 requires the 
inclusion in the gross estate of the pro
ceeds of insurance on the decedent’s life 
receivable by the executor or adminis
trator, or payable to the decedent’s 
estate. It makes no difference whether 
or not the estate is specifically, named 
as the beneficiary under the terms of the 
policy. Thus, if under the terms of an 
insurance policy the proceeds are receiv
able by another beneficiary but are 
subject to an obligation, legally bind
ing upon the other beneficiary, to pay 
taxes, debts, or other charges enforce
able against the estate, then the amount 
of such proceeds required for the pay
ment in full (to the extent of the bene
ficiary’s obligation) of such taxes, debts, 
or other charges is includible in the gross 
estate. Similarly, if the decedent pur
chased an insurance policy in favor of 
another person or a corporation as col
lateral security for a loan or other ac
commodation, its proceeds are considered 
to be receivable for the benefit of the 
estate. The amount of the loan out
standing at the date of the decedents 
death, with interest accrued to that date,

taxable estate. See § 20.2053-4.
(2) If the proceeds of an insurance 

policy made payable to the decedent 
estate are community assets under tne
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local community property law and, as a 
result, one-half of the proceeds belongs 
to the decedent’s spouse, then ohly one- 
half of the proceeds is considered to be 
receivable by or for the benefit of the 
decedent’s estate.

(c) Receivable by other beneficiaries.
(1) Section 2042 requires the inclusion 
in the gross estate of the proceeds of 
insurance on the decedent’s life not re
ceivable by or for the benefit of the estate 
if the decedent possessed at the date of 
his death any of the incidents of 
ownership in the policy, exercisable 
either alone or in conjunction with any 
other person. However, if the decedent 
did not possess any of such incidents of 
ownership at the time of his death nor 
transfer them in contemplation of death, 
no part of the proceeds would be in
cludible in his gross estate under section 
2042. Thus, if the decedent owned a 
policy of insurance on his life and, 4 
years before his death, irrevocably as
signed his entire interest in the policy to 
his wife retaining no reversionary inter
est therein (see subparagraph (3) of this 
paragraph), the proceeds of the policy 
would not be includible in his gross estate 
under section 2042.

(2) For purposes of this paragraph, 
the term “incidents of ownership” is not 
limited in its meaning to ownership of 
the policy in the »technical legal sense. 
Generally speaking, the term has refer
ence to the right of the insured or his 
estate to the economic benefits of the 
policy. Thus, it includes the power to 
change the beneficiary, to surrender or 
cancel the policy, to assign the policy, to 
revoke an assignment, to pledge the 
policy for a loan, or to obtain from the 
insurer a loan against the surrender 
value of the policy, etc. Similarly, the 
term includes a power to change the 
beneficiary reserved to a corporation of 
which the decedent is sole stockholder.

(3) The term “incidents of owner
ship” also includes a reversionary in
terest in the policy or its proceeds,, 
whether arising by the express terms of 
the policy or other instrument or by, op
eration of law, but only if the value of 
the reversionary interest immediately 
before the death of the decedent exceed
ed 5 percent of the value of the policy. 
As used in this subparagraph, the term
reversionary interest” includes a possi

bility that the policy or itis proceeds may 
return to the decedent or his estate and 
& possibility that the policy or its pro- 
eeeds may become subject to a power 
oi disposition by him. In order to de
termine whether or not the value of a re- 
versionary interest immediately before 
ne death of the decedent exceeded 5 per- 

cent of the value of the policy, the 
P mciples contained in paragraph (c)

(4) of § 20.2037-1, insofar as 
1„câ e* shall be followed under 

t w f Ukpa5agraPh- In that connection, 
siiwJ?US* ke specifically taken into con- 
hpiri u10n,,any incidents of ownership 
dfiii*«Lot5ers immediately before the 
vain 6 f f dea^1 which would affect the 

reversionary interest. For 
sider^tthe decedent would not be con- 
in tu .have a reversionary interest
PercenMf^+iT °f a Value ^  excess of 5 1 n the power to obtain the cash 
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surrender value existed in some other 
person immediately before the decedent’s 
death and was exercisable by such other 
person alone and in all events. The 
terms “reversionary interest” and “in
cidents of ownership” do not include the 
possibility that the decedent might re
ceive a policy or its proceeds by inherit
ance through the estate of another per
son, or as a surviving spouse under a 
statutory right of election or a similar 
right.

(4) A decedent is considered to have 
an “incident of ownership” in an insur
ance policy on his life held in trust if, 
under the terms of the policy, the dece
dent (either alone or in conjunction with 
another person or persons) has the 
power (as trustee or otherwise) to 
change the beneficial ownership in the 
policy or its proceeds, or the time or 
manner of enjoyment thereof, even 
though the decedent has no beneficial 
interest in the trust. Moreover, assum
ing the decedent created the trust, such

, a power may result in the inclusion in 
the decedent’s gross estate under section 
2036 or 2038 of other property trans
ferred by the decedent to the trust if, for 
example, the decedent has the power to 
surrender the insurance policy and if the 
income otherwise used to pay premiums 
on the policy would become currently 
payable to a beneficiary of the trust in 
the event that the policy were sur
rendered.

(5) As an additional step in determin
ing whether or not a decedent possessed 
any incidents of ownership in a policy 
or any part of a policy, regard must be 
given to the effect of the State or other 
applicable law upon the terms of the 
policy. For example, assume that the 
decedent purchased a policy of insurance 
on his life with funds held by him and 
his surviving wife as community prop
erty, designating their son as beneficiary 
but retaining the right to surrender the 
policy. Under the local law, the pro
ceeds upon surrender would have inured 
to the marital community. Assuming 
that the policy is not surrendered and 
that the son receives the proceeds on 
the decedent’s death, the wife’s transfer 
of her one-half interest in the policy was 
not considered absolute before the de
cedent’s death. Upon the wife’s prior 
death, one-half of the value of the policy 
would have been included in her gross 
estate. Under these circumstances, the 
power of surrender possessed by the de
cedent as agent for his wife with respect 
to one-half of the policy is not, for pur
poses of this section, an “incident of own
ership”, and the decedent is, therefore, 
deemed to possess an incident of owner
ship in only one-half of the policy.

§ 20.2043 Statutory provisions; trans
fers for insufficient consideration.

Sec. 2043. Transfers for insufficient con
sideration— (a) In general. If any one of 
the transfers, trusts, Interests, rights, or 
powers enumerated and described in sections 
2035 to 2038, inclusive, and section 2041 is 
made, created, exercised, or relinquished for 
a consideration in money or money’s worth, 
but is not a bona fide sale for an adequate 
and full consideration in money or money’s 
worth, there shall be included in the gross 
estate only the excess of the fair market 
value at the time of death of the property

otherwise to be included on account of such 
transaction, over the value of the considera
tion received therefor by the decedent.

(b) Marital rights not treated as consid
eration. For purposes of this chapter, a re
linquishment or promised relinquishment of 
dower or curtesy, or of a statutory estate 
created in lieu of dower or curtesy, or of 
other marital rights in the decedent’s prop
erty or estate, shall not be considered to any 
extent a consideration “in money or money’s 
worth.”

§ 20.2043-1 Transfers for insufficient 
consideration— (a) In general. The
transfers, trusts, interests, rights or 
powers enumerated and described in 
sections 2035 through 2038 and section 
2041 are not subject to the Federal estate 
tax if made, created, exercised, or relin
quished in a transaction which consti
tuted a bona fide sale for an adequate 
and full consideration in money or 
money’s worth. To constitute a bona 
fide sale for an adequate and full con
sideration in money or money’s worth, 
the transfer must have been made in 
good faith, and the price must have been 
an adequate and full equivalent reducible 
to a money value. If the price was less 
than such a consideration, only the ex
cess of the fair market value of the 
property (as of the applicable valuation 
date) over the price received by the de
cedent is included in ascertaining the 
value of his gross estate.

(b) Marital rights and support obli
gations. For purposes of chapter 11, a 
relinquishment or promised relinquish
ment of dower, curtesy, or of a statutory 
estate created in lieu of dower qr curtesy, 
or of Other marital rights in the dece
dent’s property or estate, is not to any 
extent a consideration in “money or 
money’s worth.”

§ 20.2044 Statutory provisions; prior 
interests.

Sec. 2044. Prior interests. Except as 
otherwise specifically provided therein, sec
tions 2034 to 2042, inclusive, shall apply to 
the transfers, trusts, estates, interests, rights, 
powers, and relinquishment of powers, as 
severally enumerated and described therein, 
whenever made, created, arising, existing, ex
ercised, or relinquished.

§ 20.2044-1 Applicability to pre-exist
ing transfers or interests. Sections 2034 
through 2042 are applicable regardless of 
when the interests and events referred to 
in those sections were created or took 
place,- Except as otherwise provided in 
those sections and the r e g u l a t i o n s  
thereunder.

TAXABLE ESTATE
§ 20.2051 Statutory, provisions; defi

nition of taxable estate.
Sec. 2051v Definition of taxable estate. 

For purposes of the tax imposed by section 
2001, the value of the taxable estate shall 
be determined by deducting from the value 
of the gross estate the exemption and 
deductions provided for in this part.

§ 20.2051-1 Definition of taxable es
tate. The taxable estate of a decedent 
who was a citizen or resident (see para
graph (b) (1) (i) of §20.0-1) of the 
United States at the time of his death is 
determined by subtracting the total 
amount of the deductions authorized by 
sections 2052 through 2056 from the to
tal amount which must be included in the
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gross estate under sections 2031 through 
2044. These deductions are in general 
as follows:

(1) An exemption of $60,000 (section 
2052) ;

(2) Funeral and administration ex
penses .and claims against the estate 
(including certain taxes and charitable 
pledges Î (section 2053) ;

(3) Losses from casualty or theft 
during the administration of the estate 
(section 2054) ;

(4) Charitable transfers (section
2055) ; and

(5) The marital deduction (section
2056) .
See section 2106 and the regulations 
thereunder for the computation of the 
taxable estate of a decedent who was not 
a citizen or résident of the United States. 
See also § 1.642 (g )- l of this chapter 
concerning the disallowance for income 
tax purposes of certain deductions 
allowed for estate tax purposes.

§ 20.2052 Statutory provisions; ex
emption. x

Sec. 2052. Exemption. For purposes of 
the tax imposed by section 2001, the value 
of the taxable estate shall be determined by 
deducting from the value of the gross estate 
an exemption of $60,000.

§ 20.2052-1 Exemption. An exemp
tion of $60,000 is allowed as a deduction 
under section 2052 from the gross estate 
of a decedent who was a citizen or resi
dent of the United States at the time of 
his death. iFor the amount of the ex
emption allowed as a deduction from the 
gross estate o f’a decedent who was a 
nonresident not a citizen of the United 
States, see paragraph (a) (3) of
§ 20.2106-1.

§ 20.2053 Statutory provisions; ex
penses, indebtedness, and taxes.

Sec. 2053. Expenses, indebtedness, and 
taxes—(a) General rule. For purposes of 
the tax imposed by section 2001, the value 
of the taxable estate shall be determined by 
deducting from the value of the gross estate 
such amounts—

(1) For funeral expenses,
(2) For administration expenses,
(3 ) For cla im s against th e  estate, and

v (4) For unp aid  m ortgages on , or any in 
d ebtedness in  respect of, property w here th e  
valu e o f  th e  d eced en t’s in terest therein , 
u n d im in ish ed  by su ch  m ortgage or in d eb ted 
n ess, is  in clu d ed  in  th e  value o f th e  gross 
esta te , *

as are-allow able by th e  law s of th e  Jurisdic
t io n , w hether w ith in  or w ith o u t th e  U n ited  
S ta tes , under w h ich  th e  esta te  is  being  
adm inistered .

(b) Other administration expenses. Sub
ject to the limitations in paragraph (1) of 
subsection (c ) ,’ there shall be deducted in 
determining the taxable estate amounts rep
resenting expenses incurred in administering 
property not subject to claims which is in
cluded in the gross estate to the same extent 
süfch amounts would be allowable as a deduc
tion under subsection (a) if such property 
were subject to claims, and qiich amounts 
are paid before the expiration of the period 
of limitation for asàessment provided in  
section 6501.

(c) Limitations—(1) Limitations appli
cable to subsections (a> and (b )—(A) Con
sideration for claims. The deduction allowed 
by this section in the case of claims against 
the estate, unpaid mortgages, or any indebt

edness shall, when founded on a promise or 
agreement, be limited to the extent that they 
were contracted bona fide and for an ade
quate and full consideration in money or 
money’s worth; except that in any case in  
Which any such claim is founded on a prom
ise or agreement of the decedent to make 
a contribution or gift to or for the use of 
any donee described in section 2055 for 
the purposes specified therein, the deduction 
fbr such claims shall not be so limited, but 
shall be limited to the extent that it would 
be allowable as a deduction under section 
2055 if such promise or agreement consti
tuted a bequest.

(B) Certain taxes. Any Income taxes on 
income received after the death of the de
cedent, or property taxes not accrued before 
his death, or any estate, succession, legacy, 
or inheritance taxes, shall not be deductible 
under this section.

(2) Limitations applicable only to subsec
tion (a).  In the case of the amounts de
scribed in subsection (a ), there shall be dis
allowed, the amount by which the deductions 
specified therein exceed the value, at the time 
of the decedent’s death, of property subject 
to claims, except to the extent that such 
deductions represent amounts paid before 
the date prescribed for the filing of the estate 
tax return. For purposes of this section, 
the term “property subject to claims” means 
property includible in the gross estate of the 
decedefit which, or the avails of which, wpuld 
under the applicable law, bear the burden 
of the payment of such deductions in the 
final adjustment and settlement of the estate, 
except that the value of the property shall 
be redüced by the amount of the deduction 
under section 2054 attributable tu such 
property.

(d) Certain State death taxes— (1) General 
rule. Notwithstanding the provisions of sub
section (c) (1) (B) of this section, fbr pur
poses of the tax imposed by section 2001 the 
yalue of the taxable estate may be deter-”' 
mined, if the executor so elects before the 
expiration of the period of limitation for 
assessment provided in section 6501, by de- 
ductihg from the value of the gross estate 
the amount (as determined in accordance 
with regulations prescribed by the Secretary 
or his delegate) of any estate, succession, 
legacy or inheritance tax imposed by a State 
or Territory or thé” District of Columbia, or 
any possession of the United States, upon a 
transfer by the decedent for public, char
itable, or religious uses described in section 
2055 or 2106 (a) (2). The election shall be 
exercised in accordance with regulations pre
scribed by the Secretary or his delegate.

(2) Condition for allowance of deduction. 
Nq deduction shall be allowed under para
graph (1) for a State death tax specified 
therein unless the decrease^ in the tax im
posed by section 2001 which results from the 
deduction provided for in paragraph (1) will 
inure solely for the benefit of the public, 
charitable, or religious transferees described 
in section 2055 or section 2106 (a) (2). In 
any case where the ta i imposed by section 
2001 is equitably apportioned among all the 
transferees of property included in the gross 
estate, including those described in sections 
2055 and 2106,(a) (2) (taking into account 
any exemptions, credits, or deductions al
lowed by this chapter), in determining such 
decrease, there shall be disregarded any de
crease in the Federal estate tax which any 
transferees other than those- described in 
sections 2055 and 2106 (a) (2) are required 
to pay.

(3) Effect of deduction on credit for State 
death taxes. See section 2011 (e) for the 
effect of a deduction taken under this sub
section on the credit for State death taxes.

(e) Marital rights. For provisions that re
linquishment of marital rights shall not be 
deemed a consideration “in money or money’s 
worth,” see section 2043 (b).

[Sec. 2053 as amended by sec. 2, Act of Feb 
20, 1956 (Pub. Law 414, 84th Cong., 70 Stat 
23)i j g

§ 20.2053-1 Deductions for expenses, 
indebtedness, and taxes; in general
(a) General rule. In determining the 
taxable estate of a decedent who was a 
citizen or resident of the United States at 
the time of his death, there are allowed 
as deductions under section 2053 (a) and
(b) amounts falling within the follow
ing two categories (subject to the limita
tions contained in this section and in 
§§ 20.2053-2 through 20.2053-9):

(1), First category. Amounts which 
are payable out of property subject to 
claims and which are allowable by the 
law of the jurisdiction, whether within 
or without the United States, under 
which the estate is being administered 
for-—

(1) Funeral expenses;
(ii) Administration expenses;
(iii) Claims against the estate (in

cluding taxes to the extent set forth in 
§ 20.2053-6 and charitable pledges to the 
extent set forth in § 20.2p53-5); and

(iv) Unpaid mortgages on, or any in
debtedness in respect of, property, the 
value of the decedent’s interest in which 
is included in the value of the gross 
estate undiminished by the mortgage or 
indebtedness.
As used in this subparagraph, the phrase 
“allowable by the law of the jurisdic
tion” means allowable by the law govern
ing the administration of decedents’ 
estates. The phrase has no reference to 
amounts allowable as deductions under 
a law which imposes a State death tax. 
See further §§ 20.2053-2 through 20.2053- 
7.

(2) Second category. Amounts repre
senting expenses incurred in administer
ing property which is included in the 
gross estate but which is not subject to 
claims and which—

(i) Would be allowed as deductions in 
the first category if the property being 
administered were subject to claims; and

(ii) Were paid before the expiration 
of the period pf limitation for assessment 
provided in section 6501,
3ee further § 20.2053-8.

(b) Provisions applicable to both cate
gories—(1) In general. If the item is 
not one of those described in paragraph
(a) of this section, it is not deductible 
merely because payment is allowed by 
the local law. If the amount which may 
oe expended for the particular purpose 
s limited by the local law no deduction 
in excess of that limitation is per
missible.

(2) Effect of court decree. The de
cision of a local court as to the am ount 
and allowability under local law of a 
claim or administration expense will 
ordinarily be accepted if the coprt passes 
ipon the facts upon which deductibility 
iepends. If the court does not pass upon 
;hpse facts, its decree will, of course, not 
oe followed. For example, if the ques- 
;ion before the court is whether a claim 
should be allowed, the decree allowing it 
will ordinarily be accepted as establish- 
ng the validity and amount of the claim.
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be accepted even though It purports to 
decide the facts upon which deductibility 
depends. It must appear that the eburt 
actually passed upon the merits of the 
c'aim. *This will be presumed in all 
cases of an active and genuine contest. 
If the result reached appears to be un
reasonable, this is some evidence that 
there was not such a contest, but it may 
be rebutted by proof to the contrary. 
If the decree was rendered by consent, it 
will be accepted, provided the consent was 
a bona fide recognition of the validity 
of the claim (and not a mere cloak for 
a gift) and was accepted by the court 
as satisfactory evidence upon the merits. 
It will be presumed that the consent was 
of this character, and was so accepted, 
if given by all parties having an interest 
adverse to the claimant. The decree 
will not be accepted if. it is at variance 
with the law of the State; as, for ex
ample, an allowance made to an executor 
in excess of that prescribed by statute. 
On the other hand, a deduction for the 
amount of a bona fide indebtedness of 
the decedent, or of a reasonable expense 
of administration, will not be denied be
cause no court decree has been entered 
if the amount would be allowable under 
local law.

(3) Estimated amounts. An item may 
be entered on the return for deduction 
though its exact amount is not then 
known, provided it is ascertainable with 
reasonable certainty, and will be paid. 
No deduction may be taken upon the 
basis of a vague or uncertain estimate. 
If the amount of a liability was not as
certainable at the time of final audit of 
the return by the district director and, as 
a consequence, it was not allowed as a 
deduction in the audit, and subsequently 
the amount of the liability is ascertained, 
relief may be sought by a petition to the 
Tax Court or a claim for. refund as pro
vided by sections 6213 (a) and 6511, 
respectively.

(c) Provision applicable to first cate
gory only. Deductions of the first cate
gory (described in paragraph (a) (1) 
of this section) are limited under sec
tion 2053 (a) to amounts which would 
be properly allowable out of property 
subject to claims by the law of the juris
diction under which the decedent’s estate 
is being administered. Further, the total 
allowable amount of deductions of the 
first category is limited by section 2053
(c) (2) to the sum of—

(1) The value of property included in 
the decedent’s gross estate and subject 
to claims, plus

(2) Amounts paid, out of ̂ property not 
subject to claims against the decedent’s 
estate, within 15 months after the de
cedent’s death (the period within which 
the estate tax return must be filed under 
section 6075), or within any extension 
of time for filing the return granted
under section 6081 .
Tim term “property subject to claims” is 
uenned in section 2053 (c) (2) as mean- 
Jf Property includible in the gross 
state which, or the avails of which, un- 

hur,*16 aPPlicable law, would bear the 
le? ^  the payment of these deduc- 

^ ^  adjustment and settle-
fnrtu the decedent’s estate. However, 

roe purposes of this definition, the
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value of property subject to claims is first 
reduced by the amount of any deduction 
allowed under section 2054 for any losses 
from casualty or theft incurred during 
the settlement of the estate attributable 
to such property. The application of 
this paragraph may be illustrated by the 
following examples:

Example (1). The only item in the gross 
estate is real property valued at $250,000 
which the decedent and his surviving spouse 
held as tenants by the entirety. Under the 
local law this real property is not subject 
to claims. Funeral expenses of $1,200 and 
debts of the decedent in the amount of 
$1,500 are allowable under local law. Be
fore the prescribed date for filing the estate 
tax return, the surviving spouse paid the 
funeral expenses and $1,000 of the debts. 
The remaining $500 of the debts was paid 
by her after the prescribed date for filing 
the return. The total amount allowable as 
deductions under section 2053 is limited to 
$2,200, the amount paid prior to the pre
scribed date for filing the return.

Example~\2). The only two items in the 
gross estate were a bank deposit of $20,000 
and insurance in the amount of $150,000. 
The insurance was payable to the decedent’s 
surviving spouse and under local law was 
not subject to claims. Funeral expenses of 
$1,000 and debts in the amount o f-$29,000 
were allowable under local law. A son was 
executor of the estate and before the pre
scribed date for filing the estate tax return 
he paid the funeral expenses and $9,000 of 
the debts, using therefor $5,000 of the bank 
deposit and $5,000 supplied by the surviving 
spouse. After the prescribed date for filing 
the return, the executor paid the remaining 
$20,000 of the debts, using for that purpose 
the $15,000 left in the bank account plus 
an additional $5,000 supplied by the surviv
ing spouse. The total amount allowable as 
deductions under section 2053 is limited to 
$25,000 ($20,000 of property subject to claims 
plus the $5,000 additional amount which, 
before the prescribed date for filing the re
turn, was paid out of property not subject 
to claims).

(d) Disallowance of double deductions. 
See section 642 (g) and § 1.642 (g )- l  
with respect to the disallowance for in
come tax purposes of certain deductions 
unless the r.ight to take such deductions 
for estate tax purposes is waived.

§ 20:2053-2 Deduction for funeral ex
penses. Such amounts for funeral ¡ex
penses are allowed as deductions from 
a decedent’s gross estate as (a) are 
actually expended, (b) would be properly 
allowable out of property subject to 
claims under the laws of the local juris
diction, and (cl satisfy the requirements 
of paragraph (c) of § 20.2053-1. A rea
sonable expenditure for a tombstone, 
monument, or mausoleum, or for a burial 
lot, either for the decedent or his family, 
including a reasonable expenditure for 
its future care, may be deducted under 
this heading, provided such an expendi
ture is allowable by the local law. In
cluded in funeral expenses is’the cost of 
transportation of the person bringing 
the body to the place of burial.

§ 20.2053-3 Deduction for expenses of 
administering estate—(a) In general. 
The amounts deductible from a dece
dent’s gross estate as “administration 
expenses” of the first category (see para
graphs (a) and (c) of § 20.2053-1) are 
limited to such expenses as are actually 
and necessarily incurred in the admin
istration of the decedent’s 'estate; that
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is, in the collection of assets, payment 
of debts, and distribution of property to 
the persons entitled to it. The expenses 
contemplated in the law are such only 
as attend the settlement of an estate and 
the transfer of the property of the estate 
to individual beneficiaries or to a trustee, 
whether the trustee is the executor or 
some other person. Expenditures not 
essential to the proper settlement of the 
estate, but incurred for the individual 
benefit of the heirs, legatees, or devisees, 
may not be taken as deductions. Ad
ministration expenses include (1) ex
ecutor’s commissions; (2) attorney’s 
fees; and (3) miscellaneous expenses. 
Each of these classes is considered sep
arately in paragraphs (b) through (d), 
of this section.

(b) Executor’s commissions. (1) The 
executor or administrator, in filing the 
estate tax return/ may deduct his com
missions in such an amount as has ac
tually 'been paid, or in an amount which 
at the time of filing the estate tax return 
may reasonably be expected to be paid, 
but no deduction may be taken if no 
commissions are to be collected. If the 
amount of the commissions has not been 
fixed by decree of the proper court, the 
deduction will be allowed on the final 
audit of the return, to the extent that 
all three of the following conditions are 
satisfied:

(1) The district director is reasonably 
satisfied that the commissions Claimed 
will be paid;

(ii) The amount claimed as a deduc
tion is within the amount allowable by 
the laws of the jurisdiction in which the 
estate is being administered; and

(iii) It is in accordance with the usu
ally accepted practice in the jurisdiction 
to allow such an amount in estates of 
similar size and character.
If the deduction is disallowed in whole 
or in part on final audit, the disallow
ance will be subject to modification as 
the facts may later require. If the de
duction is allowed in advance of pay
ment and payment is thereafter waived, 
it shall be the duty of the executor to 
notify the district director and to pay 
the resulting tax, together with interest.

(2) A bequest or devise to the execu
tor in lieu of commissions is not deducti
ble. If, however, the decedent fixed by 
his will the compensation payable to the 
executor for services to be rendered in 
the administration of the estate, deduc
tion may be taken to the extent that the 
amount so fixed does not exceed the 
compensation allowable by the local law 
or practice.

(3) Except to the extent that a trustee 
is in fact performing services with re
spect to property subject to claims which 
would normally be performed by an exe
cutor, amounts paid as trustees’ commis
sions do not constitute expenses of ad
ministration under the first category, 
and are only deductible as expenses of 
the second category to the extent pro
vided in § 20.2053-8.

(c) Attorney’s fees. (1) The executor 
or administrator, in filing the estate tax 
return, may deduct such an amount of 
attorney’s fees as has actually been paid, 
or an amount which at the time of filing 
may reasonably be expected to be paid.
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If on the final audit of a return the fees 
claimed have not been awarded by the 
proper court and paid, the deduction will, 
nevertheless, be allowed, if the district 
director is reasonably satisfied that the 
amount claimed will be paid and that it 
does not exceed a reasonable remunera
tion for the services rendered, taking into 
account the size and character of the 
estate and the local law and practice. If 
the deduction is disallowed in whole or 
in part on final audit, the disallowance 
will be subject to modification as the 
facts may later require.

(2) A deduction for attorneys’ fees in
curred in contesting an asserted défi- 
ciency or in prosecuting a claim for re
fund should be claimed at the time the 
deficiency is contested or the refund 
claim is prosecuted.- A deduction for rea
sonable attorneys’ fees actually paid in 
contesting an asserted deficiency or in 
prosecuting a claim for refund will be 
allowed even though the deduction, as 
such, was not claimed in the estate tax 
return or in thé claim for refund*. A 
deduction for these fees shall not be de
nied, and the sufficiency of a claim for 
refund shall not be questioned, solely by 
reason of the fact that the amount of the 
fees to be paid was not established at the 
time that the right to the deducion was 
claimed.

(3) Attorneys’ fees incurred by bene
ficiaries incident to litigation as to their 
respective interests do not constitute a 
proper deduction, inasmuch as expenses 
of this character are incurred on behalf 
of the beneficiaries personally and are 
not administration expenses.

(d) Miscellaneous administration ex
penses. Miscellaneous administration 
expenses include such expenses as court 
costs, surrogates’ fees, accountants’ fees, 
appraisers’ fees, clerk hire, etc. Ex
penses necessarily incurred in preserv
ing and distributing the estate are 
deductible, including the cost of stor
ing or maintaining property of the es
tate, if it is impossible to effect 
immediate distribution to the benefici
aries. Expenses for preserving and car
ing for the property may not include 
outlays for additions or improvements; 
nor will such expenses be allowed for a 
longer period than the executor is rea
sonably required to retain the property. 
A brokerage fee for selling.. property of 
the estate is deductible if the sale is 
necessary in order to (1) pay the dece
dent’s debts, the expenses of adminis
tration, or taxes, (2) preserve the estate^ 
or (3) effect distribution. Other ex
penses attending the sale are deductible, 
such as the fees of an auctioneer if it 
is reasonably necessary to employ one.

§ 20.2053-4 Deduction for c l a i m s  
against the estate; in general. The 
amounts that may be deducted as claims 
against a decedent’s estate are such only 
as represent personal obligations of the 
decedent existing at the time of his 
death, whether or not then matured, 
and interest thereon which had accrued 
at the time of death. Only interest ac
crued at the date of the decedent’s 
death is allowable even though the ex
ecutor elects the alternate valuation 
method under section 2032. Only claims 
enforceable against the decedent’s estate

may be deducted. Except as otherwise 
provided in § 20.2053-5 with respect to 
pledges or subscriptions, seetion 2053 (c)
(1) (A) provides that the allowance of 
a deduction for a claim founded upon a 
promise or agreement is limited to the 
extent that the liability was contracted 

,  bona fide and for an adequate and full 
consideration in money or money’s worth. 
See § 20.2043-1. liabilities imposed by 
law or arising out of torts are deductible.

§ 20.2053-5 Deductions for charitable, 
etc., pledges or subscriptions. A pledge 
or a subscription, evidenced by a promis
sory note or otherwise, even though en
forceable against the estate, is deducti
ble only to the extent that—

(a) Liability therefor was contracted 
bona fide and for an adequate and full 
consideration in cash or its equivalent, or

(b) It would have constituted an al
lowable deduction under section 2055 (re
lating to charitable, etc., deductions) if 
it had been a bequest.

§ 20.2053-6 Deduction for taxes—(a) 
In general. Taxes are deductible in com
puting a decedent’s gross estate only as 
claims against the estate (except to the 
extent that excise taxes may be allowable 
as administration expenses), and only 
to the-extent not disallowed by section 
2053 (c) (1) (B) (see the remaining par
agraphs of this section). However, see 
§ 20.2053-9 with respect to the deduction 
allowed for certain State death taxes on 
charitable, etc., transfers.

(b) Property taxes. Property taxes 
are not deductible unless they accrued 
before the decedent’s death. However, 
they are not deductible merely because 
they have accrued in an accounting sense. 
Property taxes in order to be deductible 
must be an enforceable obligation of the 
decedent at the time of his death.

(c) Death taxes. No estate, suc
cession, legacy or inheritance tax pay
able by reason of the decedent’s death is 
deductible, except as provided in 
§ 20.2053-9 with respect to certain State 
death taxes on charitable, etc., transfers. 
However* see sections 2011 and 2014 and 
the regulations thereunder with respect 
to credits for death taxes.

(d) Gift taxes. Unpaid gift taxes on 
gifts made by a decedent before his 
death are deductible. If a gift is con
sidered as madd one-half by the de
cedent and one-half by his spouse under 
section 2513, the entire amount of the 
gift tax, unpaid at the decedent’s death, 
attributable to a gift in fact made by the 
decedent is deductible. No portion of 
the tax attributable to a gift in fact 
made by the decedent’s spouse is de
ductible except to the extent that the 
obligation is enforced against the de
cedent’s estate and his estate has no ef
fective right of contribution against his 
spouse. (See section 2012 and § 20.2012- 
1 with respect to credit for gift taxes 
paid upon gifts of property included in 
a decedent’s gross estate.)

(e) Excise taxes.. Excise taxes in
curred in selling property of a decedent’s 
estate are deductible as an expense of 
administration if the sale is ncessary in 
order to (1) pay the decedent’s debts, 
expenses of administration, or taxes, (2) 
preserve the estate, or (3) effect dis
tribution. Excise taxes incurred in dis

tributing property of the estate in kind 
are also deductible.

(f) Income taxes. Unpaid income 
taxes are deductible if they are on in
come properly includible in an income 
tax return of the decedent for a period 
before his death. Taxes on income re
ceived after the decedent’s death are 
not deductible. If income received by a 
decedent during his lifetime is included 
in a joint income tax return filed by the 
decedent and his spouse, or by the 
decedent’s estate and his surviving 
spouse, the portion of the joint liability 
for the period covered by the return for 
which a deduction will be allowed is 
the amount for which the decedents 
estate would be liable under local law, 
as between the decedent and his spouse, 
after enforcement of any effective right 
of reimbursement or contribution. In 
the absence of evidence to the contrary, 
the deductible amount is presumed to 
be an amount bearing the same ratio to 
the total joint tax liability for.the period 
covered by the return that the amount 
of income tax for which the decedent 
would have been liable if he had filed a 
separate return for that period bears to 
thé total of the amounts for which the 
decedent and his spouse would have been 
liable if they had both filed separate 
returns for that period. Thus, in the 
absence of evidence to the contrary, the 
deductible amount equals

Decedent’s separate tax • , ,—   --------- - ——------- X Joint tax.Both separate taxes
However, the deduction cannot in any 
event exceed the lesser of—

(1) The dêcedent’s liability for the 
period (as determined in this paragraph) 
reduced by the amounts already con
tributed by the decedent toward payment 
of the joint liability, or

(2) If there is an enforceable agree
ment between the decedent and his 
spouse or between thé executor and the 
spouse relative to the payment of the 
joint liability, the amount which pur
suant to the agreement is to be con
tributed by the estate toward payment 
of the joint liability.
If the decedent’s estate and his surviving 
spouse are entitled to a refund on ac
count of an overpayment of a joint in
come tax liability, the overpayment is an 
asset includible in the decedent’s gross 
estate under section 2033 in the amount 
to which the estate would be entitled 
under local law, as between the estate 
and the surviving spouse. In the absence 
of evidence to the contrary, the includible 
amount is presumed to be the amount by 
which the decedent’s contributions to
ward payment of the joint tax exceeds 
his liability determined in accordance 
with the principles set forth in this pa â" 
graph (other than subparagraph (1) of 
this paragraph).

§ 20.2053-7 Deduction for unpaid 
mortgages. A deduction is allowed from 
a decedent’s gross estate of the full un
paid amount of a mortgage upon, or o 
any other indebtedness in respect of, any 
property of the. gross estate, including 
interest which had accrüed thereon 
the date of death, provided the valueoi 
the property, undiminished by tfte 
amount of the mortgage or indebtedne ,



Tuesday, June 24,1958

is included in the value of the gross es
tate If the decedent’s estate is liable 
for the amount of the mortgage or in
debtedness, the full value of the property 
subject to the mortgage or indebtedness 
must be included as part of the value of 
the gross estate; the amount of the mort
gage or indebtedness being in such case 
allowed as a deduction. But if the de
cedent’s estate is not so liable, only the 
value of the equity of redemption (or the 
value of the property, less the mortgage 
or indebtedness) need be returned as 
part of the value of the gross estate. In 
no case may the deduction on account of 
the mortgage or indebtedness exceed the 
liability therefor contracted bona fide 
and for an adequate and full considera
tion in money or money’s worth. See 
§ 20.2043-1. Only interest accrued to the 
date of the decedent’s death is allowable 
even though the alternate valuation 
method under section 2032 is selected. 
Inasmuch as real property outside of the 
United States does not form a part of the 
gross estate, no deduction may be taken 
of any mortgage thereon or any other 
indebtedness in respect thereof.

§ 20.2053-8 Deduction for expenses in 
administering property not subject to  
claims, (a) Expenses incurred in ad
ministering property included in a de
cedent’s gross estate but not subject to 
claims fall within the second category 
of deductions set forth in § 20.2053-1, and 
may be allowed as deductions if they—

(1) Would be allowed as deductions in 
the first category if the property being 
administered were subject to claims; and

(2) Were paid before the expiration of 
the period of limitation for assessment 
provided in section 6501.
Usually, these expenses are incurred in 
connection with the administration of a 
trust established by a decedent during 
his lifetime. They may also be incurred 
in connection with the collection of other 
assets or the transfer or clearance of 
title to other property included in a 
decedent’s gross estate for estate tax 
purposes but not included in his probate 
estate.

(b) 'Diese expenses may be allowed as 
deductions only to the extent that they 
would be allowed as deductions under the 
first category if the property were sub
ject to claims. See § 20.2053-3. The 
only expenses in administering property 
not subject to claims which are allowed 
as deductions are those occasioned by 
the decedent’s death and incurred in set
tling the decedent’s interest in the prop
erty or vesting good title to the property 
in the beneficiaries. Expenses not com
ing within the description in the preced
ing sentence but incurred on behalf of 
the transferees are not deductible.

(c) The principles set forth in para
graphs (b), (c), and (d) of § 20.2053-3 
(relating to the allowance of executor’s 
commissions, attorney’s fees, and mis
cellaneous administration expenses of 
the first category) are applied in deter
mining the extent to which trustee’s 
commissions, attorney’s and accountant’s

es* and miscellaneous administration
penses are allowed in connection with 
e administration of property not sub

ject to claims.
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(d) The application of this section 

may be illustrated by the following 
examples:

Example (1).  In 1940, the decedent made 
an irrevocable transfer of property to the 
X Trust Company, as trustee. The instru
ment of transfer provided that-the trustee 
should pay the income from the property to 
the decedent for the duration of his life and, 
upon his death, distribute the corpus of the 
trust among designated beneficiaries. The 
property was included in the decedent’s gross 
estate under the provisions of section 2036. 
Three months after the date of death, the 
trustee distributed the trust corpus among 
the beneficiaries, except for $6,000 which it 
withheld. The amount withheld represented 
$5,000 which it retained as trustee’s commis
sions in connection with the termination of 
the trust and $1,000 which it had paid to an 
attorney for representing it in connection 
with the termination. Both the trustee’s 
commissions and the attorney’s fees were 
allowable under the law of the jurisdiction in 
which the trust was being administered, were 
reasonable in amount, and were in accord 
with local custom.’ Under these circum
stances, the estate is allowed a deduction of 
$ 6 ,000 .

Example (2). In 1945, the decedent made 
an irrevocable transfer of property to Y 
Trust Company, as trustee. The instrument 
of transfer provided that the trustee should 
pay the income from the property to the 
decedent during his life. If the decedent’s 
wife survived him, the trust was to continue 
for the duration of her life, with Y Trust 
Company and the decedent’s, son as co-trus
tees, and with income payable to the dece
dent’s wife for the duration of- her life. 
Upon the death of both the decedent and 
his wife, the corpus is to be distributed 
among designated remaindermen. The dece
dent was survived by his wife. The property 
was included in the decedgnt’s gross estate 
under the provisions of section 2036. In 
accordance with local custom, the trustee 

.made an accounting to the court as of the 
date of the decedent’s death. Following the 
death of thè decedent, a controversy arose 
among the remaindermen as to their re
spective rights under the instrument of trans
fer, and a suit was brought in court to which 
the trustee was made a party. As a part of 
the accounting, the court approved the fol
lowing expenses which the trustee had paid 
within 3 years following the date of death: 
$10,000, trustee’s commissions; $5,000, ac
countant’s fees; $25,000, attorney’s fee§; and 
$2,500, representing fees paid to the guardian 
of a remainderman who was a minor. The 
trustee’s commissions and accountant’s fees 
were for services in connection with the 
usual issues involved in a trust accounting 
as also were one-half of the attorney’s and 
guardian’s fees. The remainder of the at
torney’s and guardian’s fees were for serv
ices performed in connection with the suit 
brought by the remaindermen. The amount 
allowed as a deduction is the $28,750 ($10,- 
000, trustee’s commissions; $5,000, account
ant’s fees; $12,500, attorney’s fees; and 
$1,250, guardian’s fees) incurred as expenses 
in connection with the usual issues involved 
in a trust accounting. The remaining ex
penses are not allowed as deductions since 
they were incurred on behalf of the trans
ferees.

Example (3). Decedent in 1950 made an 
irrevocable transfer of property to the Z 
Trust Company, as trustee. The instrument 
of transfer provided that the trustee should 
pay the income from the property to the de
cedent’s wife for the duration of her life. 
If the decedent survived his wife the trust 
corpus was to be returned to him but if he 
did not survive her, then upon the death of 
the wife, the trust corpus was to be dis
tributed among their children. The de
cedent predeceased his wife and the trans-
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ferred property, less the value of the wife’s 
outstanding life estate, was included in his 
gross estate under the provisions of section 
2037 since his reversionary interest therein 
immediately before his death was in excess 
of 5 percent of the value of the property. 
At the wife’s request, the court ordered the 
trustee to render an accounting of the trust 
property as of the date of the decedent’s 
death. No deduction will be allowed the  
decedent’s estate for any of the expenses 
incurred in connection with the trust ac
counting, since the expenses were incurred 
on behalf of the wife.

Example (4).  If, in the preceding example, 
the decedent died without other property and 
no executor or administrator of his estate was 
appointed, so that it was necessary for the 
trustee to prepare an estate tax return and 
participate in its audit, or if the trustee re
quired accounting proceedings for its own 
protection in accordance with local custom, 
trustees’, attorneys’, and guardians’ fees in  
connection with the estate tax or account
ing proceedings would be deductible to the 

(same extent that they would be deductible 
if the property were subject to claims. De
ductions incurred under similar circum
stances by a surviving joint ^tenant or the 
recipient of life insurance proceeds would 
also be deductible.

§ 20.2053-9 Deduction for certain 
State death taxes—(a) General rule. 
A deductiton is allowed a decedent’s es
tate under section 2053 (d) for the 
amount of any estate, succession, legacy, 
or inheritance tax imposed by a State, 
Territory, the District of Columbia, or 
any possession of the United States upon 
a transfer by the decedent for charitable, 
etc., uses described in section 2055 or 
2106 (a) (2) (relating to the estates of 
nonresidents not citizens), but only if 
(1) the conditions stated in paragraph
(b) of this section are met, and (2) an 
election is made in accordance with the 
provisions of paragraph (c) of this sec
tion. See section 2011' (e) and § 20.2011-2 
for the effect which the allowance of this 
deduction has upon the credit for State 
death taxes.

y(b) Condition for allowance of deduc
tion. (1) The deduction is not allowed 
unless either—

(i) The entire decrease in the Federal 
estate tax resulting from the allowance 
of the deduction inures solely to the 
benefit of a charitable, etc., transferee 
described in section 2055 or 2106 (a) (2), 
or.

(ii) The Federal estate tax is equitably 
apportioned among all the transferees 
(including the decedent’s surviving 
spotise and the charitable, etc., trans
ferees) of property included in the de
cedent’s gross estate.
For allowance of the credit, it is sufficient 
if either of these' conditions is satisfied. 
Thus, in a case where the entire decrease 
in Federal estate tax inures to the bene
fit of a charitable transferee, the deduc
tion is allowable even though the Federal 
estate tax is not equitably apportioned 
among all the transferees of property in
cluded in the decedent’s gross estate. 
Similarly, if the Federal estate tax is 
equitably apportioned among all the 
transferees of property included in the 
decedent’s gross estate, the deduction is 
allowable even though a noncharitable 
transferee receives some benefit from the 
allowance of the deduction.
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(2) For purposes of this paragraph, 
the Federal estate tax is considered to be 
equitably apportioned among all the 
transferees (including the decedent’s 
surviving spouse and the charitable, etc., 
transferees) of property included in the 
decedent’s gross estate only if each trans
feree’s share of the tax is based upon the 
net amount of his bequest subjected to 
the tax (taking into account any exemp
tions, credits, or deductions allowed by 
chapter 11). See examples (2) through
(5) of paragraph (e) of this section.

(c) Exercise of election. The elec
tion to take a deduction fora State death 
tax imposed upon a transfer for charit
able, etc., uses shall be exercised by the 
executor by the filing of a written notifi
cation to that effect with the district 
director of internal revenue in whose 
district the estate tax return for the de
cedent’s estate was filed. The notifica
tion shall be filed before the expiration 
of the period of limitation for assessment 
provided in section 6501 (usually 3 years 
from the last day for filing the return). 
The election may be revoked by the exec
utor by the filing of a written notifica
tion to that effect with the district 
director at any time before th£ expiration 
of such period.

(d) Amount of State death tax im
posed upon a transfer. If a State death 
tax is imposed upon the transfer of th e . 
decedent’s entire estate and not upon* 
the transfer of'a particular share there
of, the State death tax imposed upon a 
transfer for charitable, etc., uses is 
deemed to be an amount, E, which bears 
the same ratio to F (the amount of the 
State death tax imposed with respect to 
the transfer of the entire estate) as G 
(the value of the^haritable, etc., transfer, 
reduced as provided in the next sen
tence) bears to H (the total value of the 
properties, interests, and benefits sub
jected to the State death tax received by 
all persons interested in the estate, re
duced as provided in the last sentence of 
this paragraph). In arriving at amount 
G Of the ratio, the value of the charitable, 
etc., transfer is reduced by the amount 
of any deduction or exclusion allowed 
with respect to such property in deter
mining 'the amount of the State death 
tax. In arriving at amount H of the 
ratio, the total value of the properties, 
interests, and benefits subjected to State 
death tax received by all persons inter
ested in the estate is reduced by the  
amount of all deductions and exclusions 
allowed in determining the amount of 
the State death tax on account of the 
nature of a beneficiary or a beneficiary’s 
relationship to the decedent.

(e) Examples. The application of this 
section may be illustrated by the follow
ing examples:

Example (1).  The decedent’s gross estate 
was valued at $200,000. He bequeathed 
$90,000 to a nephew, $10,000 to Charity A, 
and the remainder Of his estate to Charity 
B. State inheritance tax in the amount of 
$13,500 was imposed upon the bequest to 
the nephew, $1,500 upon the bequest to 
Charity A, and $15,000 upon the bequest to 
Charity B. Under the will and local law, 
each legatee is required to pay the State 
inheritance tax on his bequest, and the 
Federal estate tax is to be paid out of the 
residuary estate. Si rice the entire burden of
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paying the Federal estate tax falls on Charity 
B, it follows that the decrease in the Federal 
estate tax resulting from the allowance of 
deductions for State death taxes in the 
amounts of $1,500 and $15,000 would inure 
solely for the benefit of Charity B. There
fore, deductions of $1,500 and $15,000 are 
allowable under section 2053 (d). If, in this 
example, the State death taxes as well as 
the Federal estate tax were to be paid out 
of the residuary estate, the result would be 
the same. .

Example (2). The decedent’s gross estate 
was valued at $350,000. Expenses, indebted
ness, etcj amounted to $50,000. The entire 
estate was bequeathed in equal shares to a 
son, a daughter, and Charity C. State in
heritance tax in the amount of $2;000 was 
imposed upon the bequest to the son, $2,000 
upon the bequest to the daughter, and $5,000 
upon the bequest to Charity C. Under the 
will and local law, each legatee is,required to 
pay his oWn State inheritance tax and his 
proportionate share of the Federal estate tax 
determined by taking into consideration the 
net amount of his bequest subjected to the 
tax. Since each legatee’s share of the Federal 
estate tax is based upon the net amount of 
his bequest subjected to the tax (note that 
the deductions under sections 2053 (d) and 
2055 will haVe the effect of reducing Charity 
C’s proportionate share of the tax), the tax 
is considered to be equitably apportioned. 
Thus, a deduction of $5,000 is allowable un
der section 2053 (d). This deduction tq- 
gether with a deduction of $95,000 under 
section 2055 (charitable deduction) will 
mean that none of Charity C’s bequest" is 
subjected to Federal estate tax. Hence, the 
son and the daughter will bear the entire 
estate tax.

Example (3).  The decedent bequeathed 
his property in equal shares, after payment 
of all expenses,- to a son, a daughter, and a 
charity. State inheritance tax of $2,000 was 
imposed upon the bequest to the son, $2,000 
upon the bequest to the daughter, and 
$15,000 upon the bequest to the charity. 
Under the will and local law, each beneficiary 
pays the State inheritance tax on his bequest 
and the Federal estate tax is to be paid out 
of the estate as an administration expense. 
If the deduction for State death tax on the 
charitable bequest is allowed in this case, 
some portion of the decrease in the Federal 
estate tax would inure to the benefit of the 
son and the daughter. The Federal estate tax 
is not considered to be equitably apportioned 
in this case since each legatee’s share of the 
Federal estate tax is not based upon the net 
amount of his bequest subjected to the tax 
(note that the deductions under sections 
2053 (d) and 2055 will not have the effect of 
reducing the charity’s proportionate share 
of the tax). Inasmuch as some of the de
crease in the Federal estate tax payable 
would inure to the benefit of the son and 
the daughter, and inasmuch as there is no 
equitable apportionment of the tax, no de
duction is allowable under section 2053 (d).

Example (4).  The decedent bequeathed 
his entire residuary estate in trust to pay 
the income to X for life with remainder to 
charity. The State imposed inheritance 
taxes of $2,000 upon the1 bequest to X and 
$10,000 upon the bequest to charity. Under 
the will and local law, all State arid Federal 
taxes are payable out of the residuary estate 
and therefore they would reduce the amount 
which would become the,. corpus of the trust. 
If the deduction-for the State death tax on 
the charitable bequest is allowed in this case, 
some portion of the decrease in the Federal 
estate tax would inure to the benefit of X 
since the allowance of the deduction would 
increase the size of the corpus from which 
X is to receive the income for life. Also, the 
Federal estate tax is not considered to be 
equitably apportioned in this case since each 
legatee’s share of the Federal estate tax is

not based upon the net amount of his be
quest subjected to the tax (note that the 
deductions under sections 2053 (d) and 2055 
will not have /th e  effect of reducing the 
charity’s  proportionate share of the tax). 
Inasmuch as some of the decrease in the" 
Federal estate tax payable would inure to the 
benefit of X, and inasmuch as there is no 
equitable apportionment of the tax, no de
duction is allowable under section 2053 (d).

Example (5).  The decedent’s gross estate" 
was valued at $750,000. Expenses, indebted
ness, etc., amounted to $50,000. The decedent 
bequeathed $350,000 of his estate to his sur
viving spouse and the remainder of his 
estate equally to his son and Charity D. 
State inheritance tax in the amount of $7,000 
was imposed upon the bequest to the surviv
ing spouse, $26,250 upon the bequest to the 
son, and $26,250 upon the bequest to Charity 
D. The will was silent concerning the pay
ment of taxes. In such a case, the local law 
provides that each legatee shall pay his own 
State inheritance tax. The local law further 
provides for an apportionment of the Federal 
estate tax amorig the legatees of the estate. 
Under the apportionment provisions, the sur
viving spouse is not required to bear any part 
of the Federal estate tax with respect to her 
$350,000 bequest. It should be noted, how
ever, that the marital deduction allowed to 
the decedent’s estate by reason of the bequest 
to the surviving spouse is limited to $343,000 
($350,000 bequest less $7,000 State inherit
ance tax payable by the surviving spouse). 
Thus, the bequest to the surviving spouse 
is subjected to the Federal estate tax in the 
net amount of $7,000. If the deduction for 
State death tax on the charitable bequest is 
allowed in this case, some portion of the 
decrease in the Federal estate tax would 
inure to the benefit of the son. The Federal 
estate tax is not considered to be equitably 
apportioned in this case since each legatee’s 
share of the Federal estate tax is not based 
upon the net amount of his bequest sub
jected to the tax (note that the surviving 
spouse is to pay no tax). Inasmuch as some 
of the decrease in the Federal estate tax pay
able would inure to the benefit of the son, 
and inasmuch as there is no equitable appor
tionment of the tax, no deduction is allow“ 
able under section 2053 (d ).

§ 20.2054 Statutory provisions; losses.
Sec. 2054. Losses. For purposes of the tax 

Imposed by section 2001, the value of the 
taxable estate shall be determined by de
ducting from the value of the gross estate 
losses incurred during the settlement of 
estates arising from fires, storms,'Shipwrecks, 
or other casualties, or from theft, when such 
losses are not compensated for by insurance 
or otherwise.

§ 20.2054-1 Deduction for losses from, 
casualties or theft. A deduction is al
lowed for losses incurred during the set
tlement of the estate arising from fires» 
storms, shipwrecks, dr other casualties, 
or from theft, if the losses are not com
pensated for by insurance or otherwise: 
If the loss is partly compensated for, the 
excess of the loss over the compensation 
may be deducted. Losses which are not 
of the nature described are not deduc
tible. In order to be deductible a loss 
must occur during the settlement of the 
estate. If a loss with respect to an asset 
occurs-after its distribution to the dis
tributee it may not be deducted. Not
withstanding, the foregoing, no deduction 
is allowed under this section if the estate 
has waived its right to take such a deduc
tion pursuant to the provisions of section 
642 (g) in order to permit its allowance 
for income tax purposes. See further 
§ 1.642 (g )-l.
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§ 20.2055 Statutory provisions; trans
fers f 'or public, charitable, and religious
uses.

Sec. 2055. Transfers for public, charitable, 
and religious uses—(a) In general. For pur
poses of the tax imposed by section 2001, the 
value of the taxable estate shall be deter
mined by deducting from the value of the 
gross estate the amount of all bequests, 
legacies, devises, or transfers (including the 
interest which falls into any such bequest, 
legacy, devise, or transfer as a result of an 
irrevocable diclaimer of a bequest, legacy, 
devise, transfer, or power, if the disclaimer 
is made before the date prescribed for the 
filing of the estate tax return) —

(1) To or for the use of the United States, 
any State, Territory, any political subdivision 
thereof, or the District of Columbia, for 
exclusively public purposes;

(2) To or for the use of any corporation 
organized and operated exclusively for re
ligious, charitable, scientific, literary, or ed
ucational purposes, including the encourage
ment of art and the prevention of cruelty to 
children or animals, no? part of the net 
earnings of which inures to the benefit of 
any private stockholder or individual, and 
no substantial part of the activities of which 
is carrying on propaganda, or otherwise at
tempting, to influence legislation;

(3) To a trustee or trustees, or a fraternal 
society, order, or association operating under 
the lodge system, but only if such contribu
tions or gifts are to be used by such trustee 
or trustees, or by such fraternal society, 
order, or association, exclusively for religious, 
charitable, scientific, literary, or educational 
purposes, or for the prevention of cruelty to 
children or animals, and no substantial part 
of the activities of such trustee or trustees, 
or of such fraternal society, order, or associa
tion, is carrying on propaganda, or otherwise 
attempting, to influence legislation; or

(4) To or N for the use of any veterans’ 
organization incorporated by act of Congress, 
or of its departments^ or local chapters or 
posts, no part of the net earnings of which 
inures to the benefit of any private share
holder or individual,
For purposes of this subsection, the complete 
termination before the date prescribed for 
the filing of the estate tax return of a power 
to consume, invade, or appropriate property 
for the benefit of an individual before such 
power has been exercised by reason of the 
death of such individual or for any_ other 
reason shall be considered and deemed to 
be an irrevocable disclaimer with the same 
full force and effect as though he had filed 
such irrevocable disclaimer.

(b) Powers of appointment—(1) General 
rule. Property includible in the decedent’s 
gross estate under section 2041 (relating to 
powers of appointment) received by a donee 
described in this section shall, for purposes 
of this section, be considered,» bequest of 
such decedent.
■ (2) Special rule for certain bequests sub
ject to power of appointment. For purposes 
of this section, in the case of a bequest in 
trust, if the surviving spouse of the decedent 
is entitled for life to all of the net income 
from the trust and such surviving spouse 
has a power of appointment over the corpus 
of such trust exercisable by will in favor of, 
among others, organizations described in  
subsection (a) (2), such bequest in trust, 
reduced by the value of the life estate, shall, 
to the extent such power is exercised in favor 
of such organizations, be deemed a transfer 
t0 / *UCl1 organizations* by the decedent if—

gW No part of the corpus of such trust is 
distributed to a beneficiary during the life 
01 ¿n surv*v*ng spouse;

' Such surviving spouse -was over 80 
y ars of age at the date of the decedent’s death;

<°) Such surviving spouse by affidavit exe- 
therf Ŵ kin one year after the death of 

decedent specifies the organizations de

scribed in subsection (a) (2) in favor of 
which he intends to exercise the power of 
appointment and indicates the amount or 
proportion each such organization is to re
ceive; and

(D) The power of appointment is exercised 
in  favor of such organizations and in the 
amounts or proportions specified in the affi
davit required under subparagraph (C).
The affidavit referred to in subparagraph (C) 
shall be attached to the estate tax return of 
the decedent and shall constitute a sufficient 
basis for the allowance of the deduction un
der this paragraph in the first instance sub
ject to a later disallowance of the deduction 
if the conditions herein specified are not 
complied with.

(c) Death taxes payable out of bequests. 
If the tax imposed by section 2001, or any 
estate, succession, legacy, or inheritance 
taxes, are, either by the terms of the will, 
by the law of the jurisdiction under which 
the estate is administered, or by the law 
of the Jurisdiction imposing the particular 
tax, payable in whole or in part;out of the 
bequests, legacies, or devises otherwise de
ductible under this section, then the amount 
deductible under this section shall be the 
amount of such bequests, legacies, or devises 
reduced by the amount of such taxes.

(d) Limitation on deduction. The amount 
of the deduction under this section for any 
transfer shall not exceed the value of the 
transferred property required to be included 
in the gross estate.

(e) Disallowance of deductions in certain 
cases. For disallowance of certain chari
table, etc., deductions otherwise allowable 
under this section, see sections 504 and 681.

(f) Other cross references. (1) For op
tion as to time for valuation for purpose of 
deduction under this section, see section 
2032.

(2) For exemption of bequests to or for 
benefit of Library of Congress, see section 5 
of the Act of March 3, 1925, as amended (56 
Stat. 765; 2 U. S. C. 161).

(3) For construction of bequests for bene
fit of the library of the Post Office Depart
ment as beqqests to or for the use of the 
United States, see section 2 of the Act of 
August 8, 1946 (60 Stat. 924; 5 U. S. C. 393).

(4) For exemption of bequests for benefit 
of Office of Naval Records and Library, Navy 
Department, see section 2 of the Act of 
March 4, 1937 (50 Stat. 25; 5 U. S. C. 419b).

(5) For exem p tion  of beq u ests to  or for 
benefit o f N ational Park Service, see sectio n  
5 of th e  A ct o f Ju ly  10, 1935 (49 S ta t. 478; 16 
U. S. C. 19c).

(6) For construction of devises or bequests 
accepted by the Secretary of State under the 
Foreign Service Act of 1946 as devises or be
quests to or for the use of the United States, 
see section 1021 (e) of that Act (60 Stat. 
1032; 22 U. S. C.809).

(7) For con stru ction  of g ifts  or b equests  
o f m oney accepted  by th e  A ttorney G eneral 
for credit to  “Com m issary F unds, Federal 
P risons” as g ifts  or b eq u ests to  or for th e  
u se of th e  U nited  S tates, see section  2 o f  
th e  A ct o f May 15, 1952, 66 S tat. 7 3 ,-a s  
am ended by th e  A ct o f Ju ly  9, 1952, 66 S ta t. 
479 (31 U. S. C. 725s—4 ) .

(8) For payment of tax on bequests of 
United States obligations to the United 
States, see section 24 of the Second Liberty 
Bond Act, as amended (59 Stat. 48, § 4; 31 
U. S. C. 757e).

(9) For construction of bequests for bene
fit of or use in connection with the Naval 
Academy as bequests to or for the use of the 
United States, see section 3 of the Act of 
March 31, 1944 (58 Stat. 135; 34 U. S. C. 
1115b).

(10) For exemption of bequests for bene
fit of Naval Academy Museum, see section 
4 of the Act of March 26, 1938 (52 Stat. 119; 
34 U. S. C. 1119).

(11) For exemption of bequests received 
by National Archives Trust Fund Board, see

section 7 of the National Archives Trust 
Fund Board Act (55 Stat. 582; 44 U. S. C. 
300gg).
[Sec. 2055 as amended by sec. 1, Act of 
Aug. 6, 1956 (Pub. Law 1011, 84th Cong., 
70 Stat. 1075)]

§ 20.2055-1 Deduction for transfers for 
public, charitable, and religious uses; in 
general—(a) General rule. A deduction 
is allowed under section 2055 (a) from 
the gross estate of a decedent who was a 
citizen or resident of the United States 
at the time of his death for the value of 
property included in the decedent’s gross 
estate and transferred by the decedent 
during his lifetime or by will—

(1) To or for the use of the United 
States, any State, Territory, any politi
cal subdivision thereof, or the District of 
Columbia, for exclusively public pin- 
poses ;

(2) To or for the use of any corpora
tion or association organized and op
erated exclusively for religious, charita
ble, scientific, literary, or educational 
purposes (including the encouragement 
of art and the prevention of cruelty to 
children or animals), if no part of the 
net earnings of the corporation or as
sociation inures to the benefit of any 
private stockholder or individual (other 
than as a legitimate object of such pur
poses), and no substantial part of its 
activities is carrying on propaganda, or 
otherwise attempting, to influence legis
lation;

(3) To a trustee or trustees, or a 
fraternal society, order, or association 
operating under the lodge system, if the 
transferred property is to be used exclu
sively for religious, charitable, scientific, 
literary, or educational purposes (or for 
the prevention of cruelty to children or 
animals), and if no substantial part of 
the activities of such transferee is carry
ing on propaganda, or otherwise at
tempting, to influence legislation; or

(4) To or for the use of any veterans’ 
organzation incorporated by act of Con
gress, or of any of its departments, local 
chapters, or posts, no part of the net 
earnings of which inures to the benefit 
of any private shareholder or individual.
The deduction is not limited, in the case 
of estates of citizens or residents of the 
United States, to transfers to domestic 
corporations or associations, or to trus
tees for use within the United States. 
Nor is the deduction subject to percent
age limitations such as are applicable 
to the charitable deduction under the 
income tax. However, sections 503 (e) 
and 681 (b) (5) provide that no deduc
tion is allowed for transfers to organi
zations or trusts described in subpara
graphs (2) and (3) of this paragraph 
which have engaged in certain “prohib
ited transactions” (see § 20.2055-4).

(b) Powers of appointment—(1) Gen
eral rule. A deduction is allowable un
der section 2055 (b) for the value of 
property passing to or for the use of a 
transferee described in paragraph (a)* 
of this section by the exercise, failure 
to exercise, release or lapse of a power 
of appointment by reason of which the 
property is includible in the decedent’s 
gross estate under section 2041.

(2) Certain bequests subject to power 
of appointment. For the allowance of
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a deduction in the case of a bequest in 
trust where the decedent’s surviving 
spouse (i) was over 80 years of age at 
the date of decedent’s death, (ii) was en
titled for life to all of the net income 
from the trusty and (iii) had a power of 
oppointment over the corpus of the trust 
exercisable by will, in favor of, among 
others, a charitable organization, see 
section 2055 (b) (2). See also section 
6503 (e) for suspension of the period of 
limitations for assessment or collection 
of any deficiency attributable to the 
allowance of the deduction.

(c) Submission of evidence. In estab
lishing the right of the estate to the de
duction authorized by section 2055, the 
executor should submit the following 
with the return:

(1) A copy of any instrument in writ
ing by which the decedent made a trans
fer of property in his lifetime the value 
of which is required by statute to be in
cluded in his gross estate, for which a de
duction under section 2055 is claimed. 
If the instrument is of record the copy 
should be certified, and if not of rec
ord, the copy should be verified.

(2) A written statement by the execu
tor containing a declaration that it is 
made under penalties of perjury and 
stating whether any action has been in
stituted to construe or to contest the 
decedent’s will or any provision thereof 
affecting the charitable deduction 
claimed and whether, according to his 
information and belief, any such action 
is designed or contemplated.
The executor shall also submit such other 
documents or evidence as may be re
quested by the district director.

§ 20.2055-2. Transfers not exclusively 
for charitable purposes— (a) Remainders 
and similar interests. If a trust is cre
ated or property is transferred for both 
a charitable and a private purpose, de
duction 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 interest. 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 § 26.2031-7. 
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 Table II of § 20.2031-7, which
ever is applicable. If the interest trans
ferred is such that its value is to be 
determined by a special computation (see 
paragraph (e) of § 20.2031-7), a request 
for a specific 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 submitted by the executor 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 com-
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putation of the present value made in 
accordance with the principles set 
forth in the applicable paragraph of 
§20.2031-7.

(b) Transfers subject to a condition er 
a power. If, as of the date of a dece
dent’s death, a transfer for charitable 
purposes is dependent upon the perform
ance of some act or the happening of a 
precedent event in order that it might 
become effective, no deduction is allow
able unless the possibility that the char
itable transfer will not become effective 
is so remote as to be negligible. If an 
estate or interest has passed to or is 
vested in charity at the time of a dece
dent’s death 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 at the 
tinie of the decedent’s death, the deduc
tion is allowable. If the legatee, de
visee, donee, or trustee is empowered to 
divert the property or fund, in whole or 
in part, to a use or purpose which would 
have rendered it, to the exteiit that it 
is subject to such power, not deductible 
had it been directly so bequeathed, de
vised, or given by the decedent, the de
duction will be limited to that portion, 
if any, of the property or fund which is 
exempt from an exercise of the power. 
The deduction is not allowed in the case 
of a transfer in trust conveying to char
ity a present interest in income if by 
reason of all the conditions and circum
stances surrounding the transfer it ap
pears that the charity may nbt receive 
the beneficial enjoyment of the interest. 
For example, assume that assets placed 
in trust by the decedent consist of stock 
in a corporation the fiscal policies of 
which are controlled by the decedent and 
his family, that the trustees and re
maindermen are likewise members of the 
decedent’s family, and that the govern
ing instrument contains no adequate 
guarantee of the requisite income to the 
charitable organization. Under such cir
cumstances, no deduction will be allowed. 
Similarly, if the trustees are not mem
bers of the decedent’s family but have 
no power to sell or otherwise dispose of 
the closely held stock, or otherwise in
sure the requisite enjoyment of income 
to the charitable organization, no deduc
tion will be allowed.

(c) Disclaimers. The amount of a be
quest, devise, or transfer, for which a 
deduction is allowable under section 
2055, includes an interest which falls 
into the bequest, devise, or transfer as a 
result of either—

(1) A disclaimer of a bequest, devise, 
transfer, or power, if (i) the disclaimer 
is made within 15 months after the de
cedent’s death (the period of time within 
which the estate tax return must be filed 
under section ,6075.) or within any ex
tension of time for filing the return 

•granted pursuant to section 6081, and
(ii) the disclaimer is irrevocable at the 
time the deduction is allowed, or

(2) The complete termination of a 
power to consume, invade, or appropriate 
property for the benefit of an individual 
(whether the termination occurs by rea
son of the death of the individual, or 
otherwise) if the termination occurs (i)

within the period described in subpara
graph (1) (i) of this paragraph, and 
(ii) before the power has been exercised.
Ordinarily, a disclaimer made by a per
son not under any legal disability will 
be considered irrevocable ,when filed 
with the probate court. A disclaimer is 
a complete and unqualified refusal to 
accept the rights to which one is en
titled. Thus, if a beneficiary uses these 
rights for his own purposes, as by re
ceiving a consideration for his formal 
disclaimer, he has not refused the rights 
to which he was entitled. There can be 
no disclaimer after an acceptance of 
these rights, expressly or impliedly. The 
disclaimer of a power is to be distin
guished from the release or exercise of a 
power. The release or exercise of a 
power by the donee of the power in favor 
of a person or object described in para
graph fa) of § 20.2055-1 does not result 
in any deduction under section 2055 in 
the estate of the donor of a power (but 
see paragraph (b) (1) of § 20.2055-1 with 
respfect to the donee’s estate).

(d) Payments in compromise. If a 
charitable organization assigns or sur
renders a part of a transfer to it pursuant 
to a compromise agreement in settlement 
of a controversy, thé amount so assigned 
or surrendered is not deductible as a 
transfer to that charitable organization.

§ 20.2055-3 JDeath tacçes payable out 
of charitable transfers, (a) If under the 
terms of the will or other governing in
strument, the law of the jurisdiction 
under which the estate is administered, 
or the law of the jurisdiction imposing 
the particular tax, the Federal estate 
tax, or any estate, succession, legacy, or 
inheritance tax is payable in whole or in 
part out of any property the transfer of 
which would otherwise be allowable as a 
deduction under section 2055, section 
2055 (c) provides that the sum deductible 
is the amount of the transferred property 
reduced by the amount of the tax. Sec
tion 2055 (c) in effect provides that the 
deduction is based on the amount ac
tually available for charitable uses, that 
is, thé amount of the fund remaining 
after the payment of all death taxes. 
Thus, if $50,000 is bequeathed for a char
itable purpose and is subjected to a State 
inheritance tax of $5,000, payable out of 
the $50,000, the amount deductible is 
$45,000. If a life estate is bequeathed to 
an individual with remainder over to a 
charitable organization, and by the local 
law the inheritance tax upon the life
;state is paid out of the corpus with the 
•esult that the charitable organization 
vill be entitled to receive only the 
imount of the-fund less the tax, the 
leduction is limited to the present value, 
is of the date of the testator’s death, of 
he remainder of the fund so reduced. 
T a testator bequeaths his residuary 
;state, or a portion of it,T;o charity, and 
lis will contains a direction that certain 
nheritance taxes, otherwise payable 
rom legacies upon which they were im- 
josed, shall be payable out of the resid- 
lary estate, the deduction may not ex-, 
seed the bequest to charity thus reduced 
mrsuant to the direction of the will. If 
i residuary estate, or a portion of it, is 
tonnoefoH phflTitv. and by til6 10C&
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law the Federal estate tax is payable out 
of the residuary estate, the deduction 
may not exceed that portion of the resid
uary estate bequeathed to charity as re
duced by the Federal estate tax. The* 
return should fully disclose the compu
tation of the amount to be deducted. If 
the amount to be deducted is dependent 
upon the amount of any death tax which 
has not been paid before the filing of the 
return, there should be submitted "with 
the return a computation of that tax.

(b) It should be noted that if the Fed
eral estate tax is payable out of a chari
table transfer so that the amount of the 
transfer otherwise passing to charity ia 
reduced by the amount of the tax, the 
resultant decrease in the amount pass
ing to charity will further reduce the 
allowable deduction. In such a case, the 
amóunt of. the charitable deduction can 
be obtained only by aperies of trial-and- 
error computations,/or by a formula. 
If, in addition, interdependent State and 
Federal taxes are involved, the computa
tion becomes highly complicated. Ex
amples of methods of computation of 
the charitable deduction and the mari
tal deduction (with which similar prob
lems are encountered) in various 
situations are contained in supplemental 
instructions to the estate tax return.

(c) For the allowance of a deduction 
to a decedent’s estate for certain State 
death taxes imposed upon charitable 
transfers, see section 2053 (d) and 
§ 20.2053-9.

§ 20.2055-4 Disallowance o f chari
table, etc., 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 2055 for the value of 
property transferred by the decedent 
during his lifetime or by will for religious, 
charitable, scientific, literary, or educa
tional purposes (including the encour
agement of art and the prevention of 
cruelty to children or animals) is  
allowed if (1) the transfer is made in 
trust, and, for income-tax purposes for 
the taxable year of the trust in which the 
transfer is made, the deduction otherwise 
allowable to the trust under section 
642 (c) is limited by section 681 (b) (1) 
by reason of the trust having engaged in 
a prohibited transaction described in
section 681 (b) (2), or (2) the transfer 
is made to a corporation, community 
chest, fund or foundation which, for its 
taxable year in which the transfer is 
ihade, is not exempt from income tax 
under section 501 (a) by reason of hav- 
mg engaged in a prohibited transaction 
described in section 503 (c).

(b) For purposes of section 681 (b). 
(«ŵ and section 503 (e), the term “trans
fer includes any gift, contribution, 
bequest, devise, legacy, or other dispo
sition. in applying such sections for 
estate tax purposes, a transfer, whether 
made during the decedent’s lifetime or 
m * is considered as having been 
made at the moment of the decedent’s death.
, .(c) The income tax regulations con- 
th?* e rules for the determination of 
Jr® year of the trust for which

deduction under section 642 (c) is 
united by section 681 (b) and for the 
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determination of the taxable year of the 
organization for which an exemption is 
denied under section 503 (a). Gener
ally, such taxable year is a taxable year 
subsequent to the taxable year during 
which the trust or organization has been 
notified by the Commissioner of Internal 
Revenue 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
hibited transaction for the purpose of. 
diverting its corpus or income from the 
charitable or other purposes by reason 
of which it is entitled to a deduction or 
exemption, and the transaction involves 
a substantial part of the income or 
corpus, then the deduction of the trust 
under section 642 (c) for such taxable 
year is limited by section 681 (b), or ex
emption of the organization for such 
taxable year is denied under section 503
(a), whether or not the organization 
has previously received notification by 
the Commissioner of Internal Revenue 
that it is engaged in a prohibited trans
action. In certain cases, the limitation 
of sections 681 or 503 may be removed 
or the exemption may be reinstated for 
certain subsequent taxable years under 
the rules set forth in the income tax 
regulations under sections 681 and 503. 
In cases in which prior notification by 
the Commissioner of Internal Revenue is 
not required in order to limit the deduc
tion of the trust under section 681 (b) 
or to deny exemption of the organization 
under section 503, the deduction other
wise allowable under section 2055 is not 
disallowed in respect of transfers made 
during the same taxable year of the 
trust or organization in which a pro
hibited transaction occurred or in ;a 
prior taxable year unless the decedent 
or a member of his family was a party 
to the prohibited transaction. For the 
purpose of the preceding sentence, the 
members of the decedent’s family in
clude only liis brothers and sisters, 
whether by whole or half blood, spouse, 
ancestors, and lineal descendants.

§ 20.2056 (a) Statutory provisions; 
bequests, etc., to surviving spouse; al
lowance of marital deduction.

Sec. 2056. Bequests,\ etc,, to  surviving 
spouse—(a) Allowance of marital deduction. 
For purposes of the tax imposed by section 
2001, the value of the taxable estate shall, 
except as limited by subsections (b), (c), 
and (d), be determined by deducting from 
the value of the gross estate an amount 
equal to the value of any interest in property 
which passes or has passed from the decedent 
to his surviving spouse, but only to the 
extent that such interest is included in de
termining the value of the gross estate.

§ 20.2056 (a)—1 Marital deduction; in  
general, (a) A deduction is allowed 
under section 2056 from the gross estate 
of a decedent' who was a citizen or Resi
dent of the United States at the time of 
his death for the value of any property 
interest which passed from the decedent 
to his surviving spouse, if  the interest is 
a “deductible interest” as defined in 
§ 20.2056 (a)-2, and if the total of such 
interests does not exceed the percentage 
limitation set forth in §§ 20.2056 (c ) - l  
and 20.2056 (c)-2. This deduction is re
ferred to as the “marital deduction”.

The marital deduction is generally not 
available if the /decedent’s gross estate 
consists exclusively of property held by 
the decedent and his surviving spouse as 
community property under the law of 
any State, Territory, or possession of the 
United States, or any foreign country. 
See § 20.2056 (c)*-2. Except as .otherwise 
provided by a death tax convention with 
a foreign country, the marital deduction 
is not allowed in the case of an estate 
of a nonresident who was not a citizen 
of the United States at the time of his 
death. However, if the decedent was a 
citizen or resident, his estate is not de
prived of the right to the marital deduc
tion by reason of the fact that his sur
viving spouse was neither a resident nor 
a citizen. For convenience, the surviv
ing spouse is generally referred to in 
the feminine gender, but if the decedent 
was a woman the reference is to her sur
viving husband. Sections 20.2056 (b )- l  
through 20.2056 (b)-6 contain miscella
neous rules for determining the amount 
of “deductible interests”; §§ 20.2056
(c) - l  and 20.2056 (c)-2 provide a per
centage limitation on the allowable 
amount of the marital deduction; §20.- 
2056 (d) -1- states special rules concerning 
disclaimers of interests in property; and 
§§ 20.2056 < e)-l through 20.2056 (e)-3  
define various terms used in the afore
mentioned sections.

(b) In order to obtain the marital de
duction with respect to any property 
interest, the executor must establish the 
following facts:

(1) That the decedent was survived 
by his spouse (see paragraph (e) of 
§ 20.2056" (e ) -2 ) ;

(2) That the property interest passed 
from the decedent to his spouse (see 
§§ 20.2056 (b)-5, 20.2056 (b)-6, 202056
(d) - l ,  and 20.2056 (e ) - l  through 20.2056
(e) - 3 ) ;

(3) That the property interest is a 
“deductible interest” (see § 20.2056
(a ) -2 ) ;

(4) The value of the property interest 
(see § 20.2056 (b)-4; and

C5) The value of the decedent’s “ad
justed gross estate” (see §§ 20.2056 (c ) - l  
and 20.2056 (c)-2 ).
The executor must submit such proof as 
is necessary to establish these facts, in
cluding any evidence requested by the 
district director.

§ 20.2056 (a)-2 Marital deduction; 
“deductible interests” and “nondeducti
ble interests”, (a) Property interests 
which passed from a decedent to his 
surviving spouse fall within two general 
categories: (1) Those with respect to 
which the marital deduction is author
ized, and (2) those with respect to which 
the marital deduction is not authorized. 
These categories are referred to in this 
section and other sections of the regula
tions under section 2056 as “deductible 
interests”-and “nondeductible interests”, 
respectively (see paragraph (b) of this 
section). Subject to the percentage 
limitation set forth in §§ 20.2056 (c ) - l  
and 20.2056 Cc)-2, the marital deduction 
is equal in amount to the aggregate value 
of the “deductible interests”.

(b) An interest passing to a decedent’s 
surviving spouse is a “deductible inter-
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est” if it does not fall within one of the 
following categories of “nondeductible 
interests”:

(1) Any property interest which passed 
from the decedent to his surviving spouse 
is a “nondeductible interest” to the ex
tent it is not included in the decedent’s 
gross estate.

(2) If a deduction is allowed under 
section 2053 (relating to deductions for 
expenses and indebtedness) by reason 
of the passing of a property interest from 
the decedent to his surviving spouse, such 
interest is, to the extent of the deduction 
under section 2053, a “nondeductible in
terest”. Thus, a property interest which 
passed from the decedent to his surviv
ing spouse in satisfaction of a deductible 
claim of the spouse against the estate is, 
to the extent of the claim, a “nondeduc
tible interest” (see § 20.2056 (b)-4). 
Similarly, amounts deducted under sec
tion 2053 (a) (2) for commissions allowed 
to the surviving spouse as executor are 
“nondeductible interests”. As to the 
valuation, for the purpose of the marital 
deduction, of any property interest which 
passed from the decedent to his surviv
ing spouse subject to a mortgage or other 
encumbrance, see § 20.2056 (b)-4.

(3) If during settlement of the estate 
a loss deductible under section 2054 
occurs with respect to a property interest, 
then that interest is, to the extent of the 
deductible loss, a “nondeductible inter
est” for the purpose of the marital 
deduction.

(4) A property interest passing to a 
decedent’s surviving spouse which is a 
“terminable interest”, as defined in 
§ 20.2056 (b )-l, is a “nondeductible in
terest” to the extent specified in that 
section.

§ 20.2056 (b) Statutory provisions; be
quests, etc., to surviving spouse; limita
tion in the case of life estate or other 
terminable interest.

Sec. 2056. Bequests, etc., to surviving 
spouse. * * *

(b) Limitation in the case of life estate 
or other terminable interest—(l ) General 
rule. Where, on the lapse of time, on the 
occurrence of an event or contingency, or on 
the failure of an event or contingency to 
occur, an interest passing to the surviving 
spouse will terminate or fail/ no deduction 
shall be allowed under this section with 
respect to such interest—

(A) If an interest in such property passes 
or has passed (for less than an adequate and 
full consideration in money or mopey’s 
worth) from the decedent to any person 
other than such surviving spouse (or the 
estate of such spouse); and

(B) If by reason of such passing such 
person (or his heirs or assigns) may possess 
or enjoy any part of such property after such 
termination or failure of the interest so pass
ing to the surviving spouse;
and no deduction shall be allowed with 
respect to such interest (even if such deduc
tion is not disallowed under subparagraphs 
(A) and (B )) —

(C) If such interest is to be acquired for 
the surviving spouse, pursuant to directions 
of the decedent, by his executor or by the 
trustee of a trust.
For purposes of this paragraph, an interest 
shall not be considered as an interest which 
will terminate or fail merely because it is 
the ownership of a bond, note, or similar 
contractual obligation, the discharge of

which would not have the effect of an an- 
nujty for life or for a term.

(2) Interest in unidentified assets. Where 
the assets (included in the decedent’s gross 
estate) out of which, or the proceeds of 
which, an interest passing to the surviving 
spouse may be satisfied include a particular 
asset or assets with respect to which no 
deduction would be allowed if such asset or 
assets passed from the decedent to such 
spouse, then the value of such interest pass
ing to such spouse shall, for purposes of 
subsection (a), be reduced by the aggregate 
value of such particular assets.

— (3) Interest of spouse conditional on sur
vival for limited period. For purposes of this 
subsection, an interest passing to the sur
viving spouse shall not be considered as an 
interest which will terminate or fail on the 
death of such spouse if—

(A) Such death will cause a termination 
or failure of such interest only if it occurs 
within a period not exceeding 6 months after 
the decedent’s death, or only if it occurs as 
a result of a common disaster resulting in 
the death of the decedent and the surviving 
spouse, or only if it occurs in the case of 
either such event; and

(B) Such termination or failure does not
in fact occur. ^

(4) Valuation of interest passing to sur
viving spouse. In determining for purposes 
of subsection (a) the value of any interest 
in property passing to the surviving spouse 
for which a deduction is allowed by this 
section—

(A) There shall be taken into account the 
effect which the tax imposed by section 2001, 
or any estate, succession, legacy, or inherit
ance tax, has on the net value to the sur
viving spouse of such interest; and

(B) Where such interest or property is 
encumbered in any manner, or where the 
surviving spouse incurs any obligation im
posed by the decedent with respect to the 
passing of such interest, such encumbrance 
or obligation shall be taken into account 
in the same manner as if the amount of a 
gift to such spouse of such interest were 
being determined.

(5) Life estate with power of appointment 
in surviving s p o u s e In the case of an inter
est in property passing from the decedent, 
if his surviving spouse is entitled for life to 
all the income from the entire interest, or 
all the income from a specific portion thereof, 
payable annually or at more frequent inter
vals, with power in the surviving spouse to 
appoint the entire interest, or such specific 
portion (exercisable in favor of such sur
viving spouse, or of the estate of such sur
viving spouse, or in favor of either, whether 
or not in each case the power is exercisable in 
favor of others), and with no power in any 
other person to appoint any part of the 
interest, or such specific portion; to any per
son other than the surviving spouse—

(A) The interest or such portion thereof 
so passing shall, for purposes of subsection
(a ), be considered as passing to the surviving 
spouse, and

(B) No part of the interest so passing 
shall, for purposes of paragraph (1) (A), be 
considered as passing to any person other 
than the surviving spouse.
This paragraph shall apply only if such 
power in the surviving spouse to appoint the 
entire interest, or such specific/portion  
thereof, whether exercisable by will or during 
life, is exercisable by such spouse alone and 
in all events.

(6) Life insurance or annuity payments 
with power of appointment in surviving 
spouse. In the case of an interest in prop- 
erty passing from the decedent consisting of 
proceeds under a life insurance, endowment, 
or annuity contract, if under the terms of 
the contract such proceeds are payable in 
installments or are held by. the insurer 
subject to an agreement to pay Tnterest

thereon (whether the proceeds, on the ter- 
mination of any interest payments, are pay. 
able in a lump sum or in annual or more 
frequent installments), and such installment 
or interest payments are payable annually 
or at more frequent intervals, commencing 
not later than 13 months after the decedent's 
death, and all amounts, or a specific portion 
of all such amounts, payable during the life 
of the surviving spouse are payable only to 
such spouse, and such spouse has the power 
to appoint all amounts, or such specific por
tion, payable under such contract (exercis
able in favor of such surviving spouse, or of 
the estate of such surviving spouse, or in 
favor of either, whether or not in each case 
the power is exercisable in favor of others), 
with no power in any other person to appoint 
such amounts to any person other than thd 
surviving spouse—

(A) Such amounts shall, for purposes of 
subsection (a), be considered as passing to 
the surviving spouse, and

(B) No part of such amounts shall, for 
purposes of paragraph (1) (A), be considered 
as passing to any person other than the sur
viving spouse.
This paragraph shall apply only if, under the 
terms of the contract, such power in the 
surviving spouse to appoint such amounts, 
whether exercisable by will or during life, 
is exercisable by such spouse alone and in all 
events.

§ 20.2056 (b )-l Marital deduction; 
limitation in case of life estate or other 
“terminable interest”—(a) In general. 
Section 2056 (b) provides that no mar
ital deduction is allowed with respect to 
certain property interests, referred to 
generally as “terminable interests”, 
passing from a decedent to his surviving 
spouse. The phrase “terminable inter
est” is defined in paragraph (b) of this 
section. However, the fact that an in
terest in property passing to a decedent’s 
surviving spouse is a “terminable in
terest” makes it nondeductible only (1) 
under the circumstances described in 
paragraph (c) of this section, and (2) 
i f  it does not come within one of the 
exceptions referred to in paragraph (d) 
of this section.

(b) “Terminable interests’\  A “ter
minable interest” in property is an in
terest which will terminate or fail on 
the lapse of time or on the occurrence or 
the 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 a term for 
years, is not a terminable interest.

(c) Norideductible terminable inter
ests. (1) A property interest which 
constitutes a terminable interest, as de
fined in paragraph (b) of this section, 
is nondeductible if—

(1) Another interest in the same prop
erty passed from the decedent to some 
other person for less than an adequate 
and full consideration in money or 
money’s worth, and

(ii) By reason of its passing, the otner 
person or*his heirs or assigns may possess 
or enjoy any part Of the property after 
the termination or failure of the spouse s 
interest ^

(2) Even though a property interest 
which constitutes a terminable intere 
is not nondeductible by reason of t 
rules stated in subparagraph (1) of 1
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paragraph, such an interest is nonde
ductible if . .

(i) The decedent has directed his ex
ecutor or a trustee tQ acquire such -an 
interest for the decedent’s surviving 
spouse (see further paragraph (f) . of this 
section), or _  •

(ii) Such an interest passing to the 
decedent’s surviving spouse may be satis
fied out of a group of assets which 
includes a nondeductible interest (see 
further §20.2056 (b>-2). In this case, 
however, full nondeductibility may not
result.

(d) Exceptions. A property interest 
passing to a decedent’s surviving spouse 
is deductible (if it is not otherwise dis
qualified under ,§ 20.2056 (a)-2) even 
though it is a terminable interest, and 
even though an interest therein passed 
from the decedent to another person, if 
it is a terminable interest only because—

(1) It is conditioned on the spouse’s 
surviving for a limited period, in the 
manner described in § 20.2056 (b )-3 ;

(2) It is a right to income for life 
with a general power* of appointment, 
meeting the requirements set forth in 
§20.2056 (b)-5; or

(3) It consists of life insurance or 
annuity payments held by the insurer 
with a general power of appointment in 
the spouse, meeting the requirements set 
forth in § 20.2056 (b)-6.

(e) Miscellaneous principles. (1) In 
determining whether an interest passed 
from the decedent to some other person, 
it is immaterial whether interests in the 
same property passed to the decedent’s 
spouse and another person at the same 
time, or under the same instrument.

(2) In determining whether an inter
est in the same property passed from the 
decedent both to his surviving spouse 
pd to some other person, a distinction 
is to be drawn between “property”, as 
such term is used in section 2056, and 
an “interest in property”. The term 
“property” refers to the underlying prop
erty in which various interests exist:
each such interest is not for this purpose 
to be considered as “property”.

(3) Whether or not an interest is non
deductible because it is a terminable in
terest is to be determined by reference 
to the property interests which actually 
passed from the decedent. Subsequent 
conversions of the property are immate
rial for -this purpose. Thus, where a de
cedent bequeathed his estate to his wife 
for life with remainder to ,-his children, 
the interest which passed to his wifeJis 
a nondeductible interest, even though 
the wife agrees with the children to take 
a fractional share of-the estate in fee 
n lieu of the life interest in the whole, 
r sells the life estate for cash, or ac

quires the remainder interest of the chil- 
e^her by purchase or gift. 

rp4>The terms “passed from the de- 
teaent , “passed from the decedent to 
thl s,urviYing spouse”, and “passed from 
sum . ece£*ertt to a person other than his 
35?SX£ spouse” are defined in 

Yn 526 (e)~1 through 20.2056 (e>-3. 
ivtJl + ec^071 fo acquire a terminable 
lnroo,est- No marital deduction is al- 
whir£ j*1 resPect to a property interest 
a ini* “ece( ênt directs his executor or 

nstee to convert after his death into

a terminable interest Tor his surviving 
spouse. The marital deduction is not 
allowed even though no interest in the 
property subject to the terminable in
terest passes to another person and even 
though the interest would otherwise come 
within the exceptions described in 
$§ 20.2056 (b)-5 and 20.2056 (b)-6 (re
lating to life estates and life insurance 
and annuity payments with powers of 
appointment). However, a general in
vestment power, authorizing investments 
in both terminable interests and other 
property, is not a direction to invest in 
a terminable interest.

(g) Examples. The application of this 
section may be illustrated by the follow
ing examples, in each of which it is as
sumed that the property interest which 
passed from the decedent to a person 
other than his surviving spouse did not 
pass for an adequate and full considera
tion in money or money’s worth:

Example ( i ) ,  H (the decedent) devised 
real property to W (his surviving wife) for 
life, with remainder to A and his heirs. The 
interest which passed from H to W is a non
deductible interest since it will terminate 
upon her death and A (or his heirs or as
signs) will thereafter possess or enjoy the 
property.

Example (2). H bequeathed the residue 
of his estate in trust for the benefit of W 
and A. The trust income is to be paid to W 
for life, and upon her death the corpus is to  
be distributed to A or his Issue. However, 
if A should die without issue, leaving W sur
viving, the corpus is then to be distributed to 
W. The interest which passed from H to W 
is a nondeductible interest since it wiU ter
minate in the event of her death if A or his 
issue survive, and A or his issue will there
after possess or enjoy the property.

Example (3). H during his lifetime pur
chased an annuity contract providing -for 
payments to himself for life and then to W 
for life if she should survive him. Upon the 
death of the survivor of H and W, the excess, 
if any, of the cost of the contract over the 
annuity payments theretofore made was to 
be refunded to A. The interest which passed 
from H to W is a nondeductible interest since 
A may possess or enjoy a part of the property 
following the termination of the interest of 
W. If, however, the contract provided for 
no refund upon the death of the survivor 
of H and W, or provided that any refund was 
to go to the estate of the survivor, then the 
interest which passed from H to W is (to the 
extent it /is  included in H’s gross estate) a 
deductible interest.

Example (4).  H, in contemplation D f  
-death, transferred a residence tp A for life 
with remainder to W provided W survives A, 
but if W predeceases A, the property is to pass 
to B and his heirs. If it  is assumed that >H 
died during A’s lifetime, anq the value of the 
residence was included in determining the 
value of his gross estate, the interest which 
passed from H to W is a nondeductible in
terest since it will terminate if W prede
ceases A and the property will thereafter, be 
•possessed or enjoyed by B (or his heirs or 
assigns). This result is not affected by B’s 
assignment of his interest during H’s lifetime, 
whether made in favor of W or another per
son, since th e kterm “assigns” (as used in 
section 2056 (b) (1) (B )) includes such an 
assignee. However, if it is assumed that .A 
predeoeased H, the interest of B in the prop
erty was extinguished, and, viewed as of the 
tim e of the subsequent death of H, the in
terest which passed from him to W is the 
entire interest in the property and, there
fore, a deductible interest.

Example (5). H transferred real property 
to  A by gift, reserving the right to the rentals

x»f the property for a term of 20 years. H 
died within the 20-year term, bequeathing 
the right to the remaining rentals to a trust 
for the benefit of W. The terms of the trust 
satisfy the five conditions stated in § 20.2056 
'(b')-£5, so that the property interest which, 
passed in trust is considered to have passed 
from H to W. However, the interest is a 
nondeductible interest since it will terminate 
upon the expiration of the term and A will 
thereafter possess or enjoy the property.

Example (6).  H bequeathed a patent to. 
W and A as tenants in common. In this 
case, the interest of W will terminate upon 
the expiration of the term of the patent, 
but possession or enjoyment of the property 
by A must necessarily cease at the same time. 
Therefore, since A’s possession or enjoyment 
cannot outlast the termination of W’s inter
est, the latter is a deductible interest.

Example (7). A decedent bequeathed 
$100,000 to his wife, subject to a direction 
to his executor to use the bequest for the 
purchase of an annuity for the wife. The 
bequest is a nondeductible interest.

Example (8).  Assume that pursuant *to 
"local law an allowance for support is payable 
to the decedent’s surviving spouse during the 
period of the administration of the decedent’s 
estate, but that*,, upon her death or re
marriage during such period her right to any 
further allowance will terminate. Assume 
further that the surviving spouse is sole 
beneficiary of the decedent’s estate. Under 
such circumstances, the allowance con
stitutes a deductible interest since any part 
of the allowance not receivable by the sur
viving spouse during her lifetime will pass 
to her estate under the terms of the dece
dent’s will. If, in this example, the decedent 
bequeathed only one-third of his residuary 
estate to his surviving spouse, then two- 
thirds of the allowance for support would 
constitute a nondeductible terminable 
interest.

§ 20.2056 (b)-2 Marital deduction; in
terest in unidentified assets, (a) Sec
tion 2056 (b) (2) provides that if an 
interest passing to a decedent’s surviv
ing spouse may be satisfied out of assets 
(or their proceeds) which include a par
ticular asset that would be a nonde
ductible interest if it passed from the 
decedent 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.

(b) In order for section 2056 (b) (2) 
to apply, two circumstances must coexist, 
as follows:

(1) The property interest which 
passed from the decedent to his surviv
ing spouse must be payable out of a group 
of assets included in the gross estate. 
Examples of property interests payable 
out of a group of assets are a general 
legacy, a bequest of the residue of the 
decedent’s estate or of a portion of the 
residue, and a right to a share of the 
corpus of a trust upon its termination.

(2) The group of assets out of which 
the property interest is payable must 
include one or more particular assets 
which, if passing specifically to the sur
viving spouse, would be nondeductible 
interests. Therefore, section 2056 '(b) 
(2) is not applicable merely because the 
group of assets includes a terminable 
interest, but would only be applicable if  
the terminable interest were nondeducti
ble under tlie provisions of § 20.2056 
(b )-l.

(c> If both of the circumstances set 
forth in paragraph (b) of this section 
are present, the property interest payable
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out of the group of assets is (except as 
to any excess of its value over the ag
gregate value of the particular asset or 
assets which would not be deductible if 
passing specifically to the surviving 
spouse) a nondeductible interest.

(d) The application of this section 
may be illustrated by the following 
example:

Example. A decedent bequeathed one- 
third of the residue of his estate to his wife. 
The property passing under the decedent’s 
will included a right to the rentals of an 
office building for a term of years, reserved 
by the decedent under a deed of the build
ing by way of gift to his son. The decedent 
did not make a specific bequest of the right 
to such rentals. Such right, if passing spe
cifically to the wife, would be a nondeducti
ble interest (see example (5) of paragraph
(g) of § 20.2056 (b ) - l) .  It is assumed that 
the value of the bequest of one-third of the 
residue of the estate to the wife was $85,000, 
and that the right to the rentals was in
cluded irr the gross estate at a value of 
$80,000. If the decedent’s executor had the 
right under the decedent’s will or local law 
to assign the entire lease in satisfaction of 
the bequest, the bequest is a nondeductible 
interest to the extent of $60,000. If the ex
ecutor could only assign a one-third inter
est in the lease in satisfaction of the bequest, 
the bequest is a nondeductible interest to 
the extent of $20,000. If the decedent’s will 
provided that his wife’s bequest could not be 
satisfied with a nondeductible interest, the 
entire bequest is a deductible interest. If, in 
this example, the asset in question had been 
foreign real estate not included in the dece
dent’s gross estate, the results would be the 
same.

§ 20.2056 (b) -3 Marital deduction; in
terest of spouse conditioned on survival 
for limited period—(a) In general. Gen
erally, no marital deduction is allowable 
if the interest passing to the surviving 
spouse is a terminable interest as defined 
in paragraph (b) of § 20.2056 (b )-l. 
However, section 2056 (b) (3) provides 
an exception to this rule so as to allow a 
deduction if (1) the only condition under 
which it will terminate is the death of the 
surviving spouse within 6 months after 
the decedent’s death, or her death as a 
result of a common disaster which also 
resulted in the decedent’s death, and (2) 
the condition does not in fact occur.

(b) Six months’ survival. If the only 
condition which will cause the interest 
taken by the surviving spouse to termi
nate is the death of the surviving spouse 
and the condition is of such nature that 
it can occur only within 6 months follow
ing the decedent’s death, the exception 
provided by section 2056 (b) (3) will ap
ply, provided the condition does not in 
fact occur. However, if the condition 
(unless it relates to death as a result of 
a common disaster) is one which may 
occur either within the 6-month period 
or thereafter, the exception provided by 
section 2056 (b) (3) will not apply.

(c) Common disaster. If a property 
interest passed from the decedent to his 
surviving spouse subject to the condi
tion that she does not die as a result of a 
common disaster which also resulted in 
the decedent’s death, the exception pro
vided by section 2056* (b) (3) will not 
be applied in the final audit of the return 
if there is still a possibility that the sur
viving spouse may be deprived of the 
property interest by operation of the

common disaster provision as given ef
fect by the local law.

(d) Examples. The application of this 
section may be illustrated by the follow
ing examples:

Example (1).  A decedent bequeathed his 
entire estate to his spouse on condition t̂hat 
she survive him by 6 months. In' the event 
his spouse failed to survive him by 6 months, 
his estate was to go to his niece and her 
heirs. The decedent was survived by his 
spouse. It will be observed that, as of the 
time of the decedent’s death, it was possible 
that the niece would, by reason of the in 
terest which passed to her from the decedent, 
possess or enjoy the estate after the termi
nation of the interest which parsed to the 
spouse. Hence, under the general rule set 
forth in § 20.2056 (b )-l, the interest which 
passed to the spouse would be regarded as 
a nondeductible interest. If the surviving 
spouse in fact died within 6 months after 
the decedent’s death, that general rule is to 
be applied, and the interest which passed 
to the spouse is a nondeductible interest. 
However, if the spouse in  fact survived the 
decedent by 6 months, thus extinguishing 
the interest of the niece, the case comes 
within the exception provided by section 
2056 (b) (3), and the interest which passed 
to the spouse is a deductible interest. (It 
is assumed for the purpose of this example 
that no other factor which would cause the 
interest to be nondeductible is present.)

Example (2). The facts are the same as 
in example (1) except that the will provided 
that the estate was to go to the niece either 
in case the decedent and his spouse should 
both die as a result of a common disaster, or 
in case the spouse should fail to survive the 
decedent by 3 months. It is assumed that 
the decedent was survived by his spouse. 
In this example, the interest which passed 
from the decedent to his surviving spouse is 
to be regarded as a nondeductible interest if 
the surviving spouse in fact died either 
within 3 months after the decedent’s death 
or as a result of a common disaster which 
also resulted in the decedent’s death. How
ever,-if the spouse in fact survived the de
cedent by 3 months, and did not thereafter 
die as a result of a common disaster which 
also resulted in the decedent’s death, the 
exception provided under section 2056 (b) (3) 
will apply and-the interest will be deductible.

Example (3) . The facts are the same as in 
example (1) except that the will provided 
that the estate was to go to the niece if the 
decedent and his spouse should both die 
as a result -of a common disaster and if the 
spouse failed to survive the decedent by 3 
months. If the spouse in fact survived the 
decedent by 3 months, the interest of the 
niece is extinguished, and the interest pass
ing to the Epouse is a deductible interest.

Example (4). A decedent devised and be
queathed his residuary estate to his wife if 
she was living on the date of distribution 
of his estate. The devise and bequest is 
a nondeductible interest even though dis
tribution took place within 6 months after 
the decedent’s death and the surviving 
spouse in fact survived the date of distribu
tion.

§ 20.2056 (b)-4 M arital'deduction; 
valuation of interest passing to surviving 
spouse—(a) In general. The value, for 
the purpose/Of the marital deduction, 
of any deductible interest which passed 
from the decedent to his surviving spouse 
is to be determined as of the date of the 
decedent’s death, except that if the exec
utor elects the alternate valuation meth
od under section 2032 the valuation is 
to be determined as of the date of the 
decedent’s death but with the adjust
ment described in paragraph (a) (3) of 
§ 20.2032-1. The marital deduction may

be taken only with respect to the net 
value of any deductible interest which 
passed from the decedent to his surviv
ing spouse, the same principles being 
applicable as if the amount of a gift to 
the spouse were being determined. In 
determining the value of the interest in 
property passing to the spouse account 
must be taken of the effect of any mate
rial limitations upon her right to income 
from the property. An example of a 
case in wKich this rule may be applied is 
a bequest of property in trust for the 
benefit of the decedent’s spouse but the 
income from the property from the date 
of the decedent’s death until distribu
tion of the property to the trustee is to 
be used to pay expenses incurred in the 
administration of the estate. -

(b) Property interest subject to an 
encumbrance or obligation. If a prop
erty interest passed from the' decedent to 
his surviving spouse subject to a mort
gage or other encumbrance, or if an ob
ligation is imposed upon the surviving 
spouse by the decedent in connection 
with the passing of a property interest, 
the value of the property- interest is to 
be reduced by the amount of the mort
gage, other encumbrance, or obligation. 
However, if under the terms of the dece
dent’s will or under local law the execu
tor is required to discharge, out of other 
assets of the decedent’s estate, a mort
gage or other encumbrance on property 
passing from the decedent to his surviv
ing spouse, or is required to reimburse 
the surviving spouse for the amount of 
the mortgage or other encumbrance, the 
payment or reimbursement constitutes 
an additional interest passing to the sur
viving spouse. The passing of a property 
interest subject to the imposition of an 
obligation by the decedent does not in
clude a bequest, devise, or transfer in lieu 
of dower, curtesy, or of a statutory estate 
created in lieu of dower or curtesy, or of 
other marital rights in the decedent’s 
property or estate. The passing of a 
property interest subject to the imposi
tion of an obligation by the decedent 
does, however, include a bequest, etc., in 
lieu of the interest of his surviving 
spouse under community property laws 
unless such interest was, immediately 
prior to the decedent’s death, a mere ex
pectancy. (As to the circumstances un
der which the interest of the surviving 
spouse is regarded as a mere expectancy, 
see § 20.2056 -(c)-2 .) The following 
examples are illustrative of property in
terests which passed from the decedent 
to his surviving spouse subject to the im
position of an obligation by the decedent:

Example (1). A decedent devised a resi
dence valued at $25,000 to his wife, with a 
direction that she pay $5,000 to his sister. 
For the purpose of the marital deduction, the 
value of the property interest passing to the 
wife is only $20,000. .

Example (2).  A decedent devised rear 
property to his wife in satisfaction of a den 
owing to her. The debt is a deductible claim 
under section 2053. Since the wife is ob
ligated to relinquish the claim as a con - 
tion to acceptance of the devise, the vâ ue 
of the devise is, for the purpose of the 
marital deduction, to be reduced by

mount of the claim. .
Example (3). A decedent bequeathed c

securities to his wife in lieu o
i i i f  +Vimm as COm-- J_______ 1_____  Vi n l
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munity property under the law of the State 
of their residence. The wife elected to re
linquish her community property interest 
and to take the bequest. For the purpose 
of the marital deduction, the value of the 
bequest is to be reduced by the value of the 
community property interest relinquished by 
the wife.

(c) Effect of death taxes. (1) In the 
determination of the value of any prop
erty interest which passed from the 
decedent to his surviving spouse, there 
must be taken into account the effect 
which the Federal estate tax, or any 
estate, succession, legacy, or inheritance 
tax, has upon the net value to the sur
viving spouse of the property interest.

(2) For example, assume that the only 
bequest to the surviving spouse iŝ lOO.OOO 
and the spouse is required to pay a State 
inheritance tax in the amount of $1,500. 
If no other death taxes affect the net 
value of the bequest, the value, for the 
purpose of the marital deduction, is 
$98,500.

(3) As another example, assume that a 
decedent devised real property to his wife 
having a value for Federal estate tax 
purposes of $100,000 and also bequeathed 
to her a nondeductible interest for life 
under a trust. The State of residence 
valued the real property at $90,000 and 
the life interest at $30,000, and imposed 
an inheritance tax' (at graduated rates) 
of $4,800 with respect to the two interests. 
If it is assumed that the inheritance tax 
on the devise is required to be paid by the 
wife, the amount of tax to be ascribed 
to the devise is

90,000
1 2 « X $ 4 ,8 0 0 = $ 3 ,6 0 0.

Accordingly, if no other death taxes af
fect the net value of the bequest, the 
value, for the purpose of the marital de
duction, is $100,000 less $3,600, or $96,400.

(4) If the decedent bequeaths his res
iduary estate, or a portion of it, to his 
surviving spouse, and his will contains a 
direction that all death taxes shall be 
payable out of the residuary estate, the 
value of the bequest, for the purpose of 
the marital deduction, is based upon the 
amount of the residue as reduced pur
suant to such direction, if the residuary 
estate, or a portion of it, is bequeathed to 
the surviving spouse, and by the local 
law the Federal estate tax is payable 
out of the residuary estate, the value of 
the bequest, for the purpose of the 
marital deduction, may not exceed its 
value as reduced bÿ the Federal estate 
tax. Methods of computing the deduc- 
:10a>under sucl1 circumstances, are set 
torth in supplemental instructions to the 
estate tax return.

(d) Remainder interest's. If the in
come from property is made payable to 
another individual for life, or for« a term 
i years, with remainder absolutely to 

î"e surviving spouse or to her estate, the
antal deduction is based upon the pres- 

. : Va*ue °f the remainder. The' pres- 
rernainder is to be deter- 

m son1 ? accordance with the rules stated 
jn§2°-2031- 7- Por example, if the sur- 
thp H spouse is to receive $50,000 upon 
nrL!!!!* ,of a Person aged 31 years, the 
If th va*u? the remainder is $14,466. 
isfnK remainder is such that its value 
. be determined by a spècial computa

tion (see paragraph (e) of § 20.2031-7), 
a request for a specific factor may be sub
mitted to the Commissioner. The request 
should be 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 copies of the 
relevant instruments. The Commis
sioner may, if conditions permit, supply 
the factor requested. If the Commis
sioner 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 appli
cable paragraphs of § 20.2031-7.

§ 20.2056 (b) —5 Marital deduction; 
life estate with power of appointment in 
surviving spouse—(a) In general. Sec
tion 2056 (b) (5) provides that if an in
terest in property passes > from the 
decedent to his surviving spouse 
(whether or not in trust) and the spouse 
is entitled for life to all the income from 
the entire interest or all the income from 
a specific portion of the entire interest, 
with a power in her to appoint the entire 
interest or the specific portion, the inter
est which passes to her is a deductible 
interest, to the extent that it satisfies 
all five of the conditions set forth below 
(see paragraph (b) of this section if one 
or more of the conditions is satisfied as 
to only a portion of the interest): *

(1) The surviving spouse must be en
titled for life to all of the income from 
the entire interest or a specific portion of 
the entire interest, or to a specific por
tion of alL the income from the entire 
interest.

(2) The income payable to the sur
viving spouse must be payable annually 
or at more frequent intervals.

(3) The surviving 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 surviving spouse 
must be exercisable by her alone and 
(whether exercisable by will or during 
life) 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 to 
any person other than the surviving 
spouse.

(b) Specific p o r t i o n ;  deductible 
amount. If either the right to income 
or the power of appointment passing to 
the surviving spouse pertains only to a 
specific portion of a property interest 
passing from the decedent, the marital 
deduction is allowed only to the extent 
that the rights in the surviving spouse 
meet all of the five conditions described 
in 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 
section 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 sec

tion are satisfied, the deductible interest 
is limited to the smaller share. Corre
spondingly, if a power of appointment 
meeting all the requirements extends to 
a smaller portion of the property inter
est than the portion over which the in
come rights pertain, the deductible 
interest cannot exceed the value of the 
portion to which such power of appoint
ment applies. Thus, if the decedent 
leaves to his surviving spouse the right 
to receive annually all of the income 
from a particular property interest and 
a power of appointment meeting the 
specifications prescribed in paragraph
(a) (3) through (5) of this section as 
to only one-half of the property inter
est, then only one-half of the property 
interest is treated as a deductible in
terest. Correspondingly, if the income 
interest of the spouse satisfying the re
quirements extends to only one-fourth 
of the property interest and a testa
mentary power of appointment satisfy
ing the requirements extends to all of the 
property interest, then only one-fourth 
of the interest in the spouse qualifies as 
a deductible interest. Further, if the 
surviving spouse has no right to income 
from a specific portion of a property 
interest but a testamentary power of ap
pointment which meets the necessary 
conditions over the entire' interest, then 
none of the interest qualifies for the 
deduction. In addition, if, from the time 
of the decedent’s death, the surviving 
spouse has a power of appointment meet
ing all of the required conditions over 
three-fourths of the entire property in
terest and the prescribed income rights 
over the entire interest, but with a 
power in another person .to appoint one- 
half of the entire interest, the value of 
the interest in the surviving spouse over 
only one-half of the property interest 
will qualify as a deductible interest.

(c) Definition o f “specific portion”. 
A partial interest in property is not 
treated as a specific portion of the entire 
interest unless the rights of the surviving 
spouse in income and as to the power 
constitute a fractional or percentile share 
of a property interest so that such inter
est or share in the surviving spouse re
flects its proportionate share of the in
crement or decline in the whole of the 
property interest to which the income 
rights and the power relate. Thus, if 
the right of the spouse to income and the 
power extent to one-half or a specified 
percentage of the property, or the equiv
alent, the interest is considered as a 
specific portion. On the other hand, if 
the annual income of the spouse is lim
ited to a specific sum, or if she has a 
power to appoint only a specific sum out 
of a larger fund, the interest is not a 
deductible interest. Even though the 
rights in the surviving spouse may not 
be expressed in terms of a definite frac
tion or percentage, a deduction may be 
allowable if it is shown that the effect 
of local law is to give the spouse rights 
which are identical to those she would 
have acquired if the size of the share had 
been expressed in terms of a definite 
fraction or percentage. The following 
examples illustrate the application of 
this and the preceding paragraphs of 
this section: •
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Example (1). The decedent transferred to 
a trustee 500 identical shares of X Company 
stock. He provided that during the lifetime 
of the surviving spouse the trustee should 
pay her annually one-half of the trust in
come or $6,000, whichever is the larger. The 
spouse was also given a general power of 
appointment, exercisable by her last will over 
the sum of $160,000 or over three-fourths of 
the trust corpus, whichever should be of 
larger value. Since there is no certainty that 
the trust income will not vary from year to 
year, for purposes of paragraphs (a) and (b) 
of this section, an annual payment of a speci
fied sum, such as the $6,000 provided for in 
this case, is not considered as representing 
the  ̂income from a definite fraction or a spe
cific portion of the entire interest ft that 
were the extent of the spouse’s interest. 
However, since the spouse is to receive an
nually at least one-half of the trust income, 
she will, for purposes of paragraphs (a) and
(b) of this section, be considered as receiving 
all of the income from one-half of the entire 
interest in the stock. Inasmuch as there is 
no certainty that the value of the stock will 
be the same on the date of the surviving 
spouse’s death as it was on the date of the 
decedent’s death, for purposes of paragraphs 
(a) and (b) of this section, a specified sum, 
such as the $160,000 provided for in this case, 
is not considered to be a definite fraction of 
the entire interest. However, since the sur
viving spouse has a general power of ap
pointment over at least three-fourths of the 
trust corpus, she is considered as having a 
general power of appointment over three- 
fourths of the entire interest in the stock.

Example (2). The decedent bequeathed 
to a trustee an office building and 250. iden
tical shares of Y Company stock. He pro
vided that during the lifetime of the sur
viving spouse the trustee should pay her 
annually three-fourths of the trust income. 
The spouse was given a general power of 
appointment, exercisable by will, over the 
office building and 100 shares of the stock. 
By the terms of the decedent’s will the 
spouse is given all the income from a 
definite fraction of the entire interest in the 
office building and in the stock. She also 
has a general power of appointment over 
the entire interest in>the office building. 
However, since the amount of property rep
resented by a single share of stock would be 
altered if the corporation split its stock, 
issued stock dividends, made a distribution 
of capital, etc., a power to appoint 100 
shares at the time of the surviving spouse’s 
death is not the same necessarily as a power 
to appoint 10%so of the entire interest 
which the 250 - shares represented on the 
date of the decedent’s death, i r i t i s  shown 
in this case that the effect of local law is to 
give the spouse a general power to appoint not 
only the 100 shares designated by the de
cedent but also 10%5o of any shares or 
amounts which are distributed by the cor
poration and included in the corpus, the 
requirements of this paragraph will be satis
fied and the surviving spouse will be con
sidered as having a general power to ap
point i°%5o of the entire interest in the 
250 shares.

(d) Definition of “entire interest9\  
-Since a marital deductiqji is allowed for 
each qualifying separate interest in prop
erty passing from the decedent to his 
surviving spouse (subject to the percent
age limitation contained in §§ 20.2056
(c) ~1 and 20.2056 (c)—2 concerning the 
aggregate amount of the deductions), for 
purposes of paragraphs (a) and (b) of 
this section, each property interest with 
respect to which the surviving spouse re
ceived some rights is considered sepa
rately in determining whether her rights 
extend to the entire interest or to a spe-
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cific portion of the entire interest. A 
property interest which consists of sev
eral identical units of property (such as 
a block of 250 shares of stock, whether 
the ownership is evidenced by one or sev
eral certificates) is considered one prop
erty interest, unless certain of the units 
are to be segregated and accorded dif
ferent treatment, in which case each 
segregated group of items is considered 
a separate property interest. The be
quest of a specified sum of money consti
tutes the bequest of a separate property 
interest if immediately following distri
bution by the executor and thenceforth 
it, and the investments made with it, 
must be so segregated or accounted for 
as to permit its identification as a sepa
rate item of property. The application 
of this paragraph may be illustrated by 
the following examples:

Example (1). The decedent transferred to 
a trustee three adjoining farms, Blackacre, 
Whiteacre, and Greenacre. His will provided 
that during the lifetime of the surviving 
spouse the trustee should pay her all of the 
income from the trust. Upon her death, all 
of Blackacre, a one-half interest in White- 
acre, and a one-third interest in Greenacre 
were to be distributed to the person or per
sons appointed by her in her will. The sur
viving spouse is considered as being entitled 
to all of the income from the entire interest 
In Blackacre, all of the income from the en
tire interest in Whiteacre, and all of the In
come from the entire interest in Greenacres 
She also is considered as having-a power of 
appointment over the entire interest in  
Blackacre, over one-half of the entire inter
est in Whiteacre, and over one-third of the 
entire interest in Greenacre.

Example (2). The decedent bequeathed 
$250,000 to C, as trustee. C is to invest the 
money and pay all of the income from the 
investments to W, the decedent’s surviving 
spouse> annually. W was given a general 
power, exercisable by will, to appoint one- 
half of the corpus of the trust. Here, im
mediately following distribution by the ex
ecutor, the $250,000 will be sufficiently 
segregated to permit its identification as a 
separate item, and the $250,000 will consti
tute an entire property interest. Therefore, 
W has a right to income and a power of ap
pointment such that one-half of the entire 
interest is a deductible interest.

Example (3).  The decedent bequeathed 
100 shares of Z Corporation stock to D, as 
trustee. W, the decedent’s surviving spouse, 
is to receive all of the income of the trust 
annually and is given a general power, ex
ercisable by will, to appoint out of the trust 
corpus the sum of $25,000. In this case the 
$25,000 is not, immediately following distri
bution, sufficiently segregated to permit its 
identification as a separate item of property 
in which the surviving spouse has the entire 
interest. • Therefore, the $25,000 does not 
constitute the entire interest in a property 
for the purpose of paragraphs (a) and (b) 
of this section.

(e) Application of local law. In de
termining whether or not the conditions 
set forth in paragraph (a) (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. For example, silence of a trust 
instrument as to the frequency of pay
ment will not be regarded as a failure 
to satisfy the condition set forth in para

graph (a) (2) of this section that income 
must be payable to the surviving spouse 
annually or more frequently unless the 
applicable law permits payment to be 
made less frequently than annually. The 
principles outlined in this paragraph and 
paragraphs (f) and (g) of this section 
which are applied in d e te r m in in g  
whether transfers in trust meet such 
conditions are equally applicable in as
certaining whether, in the case of inter
ests not in trust, the surviving spouse has 
the equivalent in rights over income and 
over the property.

(f) Right to income. (1) If an inter
est-is transferred in trust, the surviving 
spouse is “entitled for life to all of the 
income from the entire interest or a 
specific portion of the entire interest”, 
for the purpose of the condition set forth 
in paragraph (a) (1) of this section, if 
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 unquali
fiedly designated as the life  ̂beneficiary 
of a trust. Such degree of enjoyment is 
given only if it was the decedent’s in
tention, as manifested by the terms of 
the trust instrument and the surround
ing circumstances, that the trust should 
produce for the surviving spouse during 
her lifé 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 preser
vation. 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 unless the terms of the 
trust and the surrounding circumstances 
considered as a whole evidence an in
tention to deprive the spouse of the req
uisite degree of enjoyment. In deter
mining whether a trust evidences that 
intention, the treatment required or per
mitted with respect to individual items 
must be considered in relation to the en
tire system provided for the administra
tion of the trust.

(2) If the over-all effect of a trust is 
to give to the surviving spouse such en; 
forceable rights as will preserve to her 
the requisite degree of enjoyment, it is 
immaterial whether that result is 
effected 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 passing in trust even though 
there is no State law specifically author
izing amortization, or there is a State 
law denying amortization which is ap
plicable only in the absence of such a 
provision in the trust instrument.

(3) In the case of a trust, the rules to 
be applied by the trustee in- allocation oi 
receipts and expenses between income 
and corpus must be considered in rela
tion to the nature and expected produc
tivity of the assets-passing in trust, ine 
nature and frequency of occurrence 
the expected receipts, and any Pr0 " 
sions as to change in the form of inves -

j
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ments. 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 in
terest will give to the spouse the sub
stantial enjoyment during life required 
by the statute, provisions that such re
ceipts as stock dividends and proceeds 
from the conversion of trust assets shall 
be treated as corpus will not disqualify 
the interest passing in trust. Similarly, 
provision for a depletion charge against 
income in the case of trust assets which 
are subject to depletion will not dis
qualify the interest passing in trust, un
less the effect is to deprive the spouse 
of the requisite beneficial enjoyment. 
The same principle is applicable in the 
case of depreciation, trustees’ commis
sions, and other charges.

(4) Provisions granting administra
tive powers to the trustee will not have 
the effect of disqualifying an interest 
passing in trust unless the grant of 
powers evidences the intention to deprive 
the surviving spouse of the beneficial en-, 
joyment required by the statute. Such 
an intention will not be considered to 
exist if the entire terms Of the instru
ment are such that the local courts will 
impose reasonable limitations upon the 
exercise of the powers. Among the 
powers which if subject to reasonable 
limitations will not disqualify the in
terest passing in trust are the power to 
determine the allocation or apportion
ment of receipts and disbursements be
tween income and corpus, the power to 
apply the income or corpus for the bene
fit of the spouse, and the power to retain 
the assets passing to the trust. For ex
ample, a power to retain trust assets 
which consist substantially of unproduc
tive property will not disqualify the in
terest if the applicable rules for the 
administration of the trust require, or 
permit the spouse to require, that the 
trustee either make the property pro
ductive or convert it within a reasonable 
timè. Nor will such a power disqualify 
the interest if the applicable rules for 
administration of -the trust require the. 
trustee to use the degree of judgment 
and care in the exercise of the power 
which a prudent man would use if he 
were owner of the trust assets. Further, 
a power to retain a residence or other 
Property for the personal use of the 
spouse will not disqualify the interest 
Passing in trust.

(5) An interest passing in trust will 
hot satisfy the condition set forth ir 
paragraph (a) (1) of this section thal 
the surviving spouse be entitled to al 
the income if the primary purpose of thi 
trust is to safeguard property withoul 
Providing the. spouse with the! requirec 
beneficial enjoyment. Such trusts in- 
J fle, n°t only trusts which expresslj 
P ovide for the accumulation of th( 

°*e but also trusts which indirect^ 
a a similar purpose. For ex-
rrmo-iassume that the corpus of a trusl 
k t w r isu ŝtantially of property which 

income producing dur- 
thaf e °* the surviving spouse anc 
tnicto * spouse cannot compel the 
tha «« to convert or otherwise deal with 

Property as described in subpara

graph (4) of this paragraph. An inter
est passing to such a trust will not qualify 
unless the applicable rules for the ad
ministration require, or permit the 
spouse to require, that the trustee pro
vide the required beneficial enjoyment, 
such as by payments to the spouse out of 
other assets of the trust.

(6) If a trust is created during the 
decedent’s life, it is immaterial whether 
or not the interest passing in trust 
satisfied the conditions set forth in para
graph (a) (1) through (5) of this sec
tion prior to the decedent’s death. If 
a trust may be terminated during the life 
of the surviving spouse, under her exer
cise of a power of appointment or by 
distribution, of the corpus to her, the 
interest passing 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 (i) is en
titled to the income until the trust 
terminates, or (ii) has the right, exer
cisable in all events, to have the corpus 
distributed to her at any time during 
her life.

(7) An interest passing in trust fails 
to satisfy the condition set forth in para
graph (a) (t) 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 surviving 
spouse; to the extent that the consent 
of any person other than the surviving 
spouse is required as a condition prece
dent to distribution of the income; or to 
the extent that any person other than 
the surviving spouse has the power to 
alter the terms of the trust so as to de
prive her of her right to the income. An. 
interest passing in trust will not fail to 
satisfy the condition that the spouse be 
entitled to all the income merely because 
its-terms provide that the right of the 
surviving spouse to the income shall not 
be subject to assignment, alienation, 
pledge, attachment or claims of creditors.

(8) In the case of an interest passing 
in trust, the terms “entitled for life” and 
“payable annually or at more frequent 
intervals,” as used in the conditions set 
forth in paragraph (a) (1) and (2) of 
this section, require that under the terms 
of the trust the income referred to must 
be currently (at least annually; see para
graph (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 sec
tion are satisfied in this respect if, under 
the terms of the trust instrument, the 
spouse has the right exercisable annually 
(or more frequently) to require distribu
tion to herself of the trust income, and 
otherwise the trust income is to be 
accumulated and added to corpus. 
Similarly, as respects the income for the 
period between the last distribution date 
and the date of the spouse’s death, it is 
sufficient if that income is subject to the 
spouse’s power to appoint. Thus, if the 
trust instrument provides that income 
accrued or undistributed on the date of 
the spouse’s death is to be disposed of as 
if it had been received after her death, 
and if the spouse has a power of appoint

ment over the trust corpus, the power 
necessarily extends to the undistributed 
income.

(9) An interest is not to be regarded 
as failing to satisfy the conditions set 
forth in paragraph (a) (1) and (2) of 
this section (that the spouse be entitled 
to all the income and that it be payable 
annually or more frequently) merely be
cause the spouse is not entitled to the 
income from estate assets for the period 
before distribution of those assets by the 
executor, unless the executor is, • by the 
decedent’s will, authorized or directed to 
delay distribution beyond the period 
reasonably required for administration 
of the decedent’s estate. As to the valua
tion of the property interest passing to 
the spouse in trust where the right to 
income is expressly postponed, see 
§ 20.2056 (b) —4.

(g) Power of appointment in surviving 
spouse. (1) The conditions set forth in 
paragraph (a) (3) and (4) of this sec
tion, that is, that the surviving spouse 
must have a power of appointment exer
cisable in favor of herself or her estate 
and exercisable alone and in all events, 
are not met unless the power of the sur
viving spouse to appoint the entire in
terest or a specific portion of it falls 
within one of the following categories:

(1) A power so to appoint fully exer
cisable in her own favor at any time 
following the decedent’s death (as, for 
example, aiLunlknited power to invade); 
or

(ii) 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 (subject in either case to the pro
visions of § 20.2053 (b)-3, relating to in
terests conditioned on survival for a 
limited period); or

(iii) A combination of the powers de
scribed under subparagraphs (i) and (ii) 
of this subparagraph. For example, the 
surviving spouse may, until she attains 
the age of 50 years, have a power to 
appoint to herself and thereafter have a 
power to appoint to her estate. How
ever, the condition that the spouse’s 
power must be exercisable in all events 
is not satisfied unless irrespective of 
when the surviving 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 (subject to the 
exception in § 20.2053 (b)-3, relating to 
interests contingent on survival for a 
limited period) v

(2) The power of the surviving spouse 
must be,a power to appoint the entire 
interest or a specific portion of it as, un
qualified owner (and free of the trust if 
a trust is involved, or free of the joint 
tenancy if a joint tenancy is involved) or 
to appoint the entire Interest or a spe
cific portion of it as a part of her estate 
(and free of the trust if a trust is in
volved) , that is, in effect, to dispose of it 
to whomsoever she pleases. Thus, if the 
decedent devised property to a son and 
the surviving spouse as joint tenants 
with right of survivorship and under lo
cal law the surviving spouse has a power 
of severance exercisable without consent
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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 
surviving spoùse entered into a binding 
agreement with the decedent to exercise 
the power only in favor of their issue, 
that condition is not met. An interest 
passing in trust will not be regarded as 
failing to satisfy the condition merely 
because takers in default of the sur
viving spouse’s exercise of the power are 
designated by the decedent. The dece
dent may provide that, in defaiult of 
exercise of the power, the trust shall 
continue for an additional period.

(3) A power is not considered to be a 
power exercisable by-a surviving spouse 
alone and in all events as required by 
paragraph (a) (4) of this section if the 
exercise of the power in the surviving 
spouse to appoint the entire interest or 
a specific portion of it to herself or to her 
estate requires the joinder or consent of 
any other person. The power is not “ex
ercisable in all events”, if it can be ter
minated during the life of the surviving 
spouse by any event other than her com
plete exercise or release of it. Further, 
a power is not'“exercisable in all events” 
if it may be exercised for a limited pur
pose only. For example, a power which 
is not exercisable in the event of the 
spouse’s remarriage is not exercisable 
in all events. Likewise, if there are any 
restrictions, either by the terms of the 
instrument or under applicable local law, 
on the exercise of a power to consume 
property (whether or not held ip trust) 
for the benefit of the spouse, the power is 
not exercisable in all events. Thus, if a 
power of invasion is exercisable only for 
the spouse’s support, or only for her lim
ited use, the power is not exercisable in 
all events. In order for a power of in
vasion to be exercisable in all events, the 
surviving spouse must have the unre
stricted power exercisable at any time 
during her life to use all or any part of 
the property subject to the power, and 
to dispose of it in any manner, including 
the power to dispose of it by gift (whether 
or not she has power to dispose of it by 
will).

(4) The*power in the surviving spouse 
is exercisable in all events only if it 
exists immediately following the dece
dent’s, death. For example, if the power 
given to the surviving spouse is exer
cisable during life, but cannot be effec
tively exercised before distribution of the 
assets by the executor, the power is not 
exercisable in all events. Similarly, if 
the power is exercisable by will, but can
not be. effectively exercised in the event 
the surviving spouse dies before distfl- 
bution of the assets by the executor, the 
power is not exercisable in all events. 
However, an interest will not be disqual
ified by the mere fact that, in the event 
the power is exercised during adminis
tration of the estate, distribution of the 
property to the appointee will be delayed 
for the period of administration. 1/ the 
power is in existence at all times follow
ing the decedent’s death, limitations of

a formal pature will not disqualify an 
interest. Examples of formal limitations 
on a power exercisable during life are 
requirements that an exercise must be 
in a particular form, that it must be filed 
with a trustee during the spouse’s life, 
that reasonable notice must be given, or 
that reasonable intervals must elapse be
tween successive partial exercises. Ex
amples of formal limitations on a power 
exercisable by will are that it must be 
exercised by a will executed by the sur
viving spouse after the decedent’s death 
or that exercise must be by specific ref
erence to the power, 
v (5) If the surviving spouse has the 
requisite power to appoint to herself or 
her estate, it is immaterial that she also 
has one or more lesser powers. Thus, if 
she has a testamentary power to appoint 
to her estate, she may also have a lim
ited power of withdrawal or of appoint
ment during her life. Similarly, if she 
has an unlimited power of withdrawal, 
she may have a limited testamentary 
power.

(h) Requirement of survival for a lim
ited period. A power of appointment in 
the surviving spouse will not be treated 
as failing to meet the requirements of 
paragraph (a) (3) of this section- even 
though the power may terminate, if the 
only conditions which would cause the 
termination are those described in para
graph (a) of § 20.2056 (b)-3, and if those 
conditions do not in fact occur. Thus, 
the entire interest or a specific portion 
of it will not be disqualified by reason of 
the fact that the exercise of the power 
in the spouse is subject to a condition of 
survivorship described in § 20.2056 (b)-3 
if the terms of the condition, that is, the 
survivorship of the surviving spouse, or 
the failure to die in a common disaster, 
are fulfilled.

(j) Existence of a power in another. 
Paragraph (a) (5) of this section pro
vides that a transfer described in para
graph (a) is nondeductible to the extent 
that the decedent created a power in the 
trustee or in any other person to appoint 
a part of the interest to any person other 
than the surviving spouse. However, 
only powers in other persons which are 
in opposition to that of the surviving 
spouse will cause a portion of the inter
est to fail to satisfy the condition set 
forth in paragraph (a) (5) of this sec
tion. Thus, a power in a trustee to dis
tribute corpus to or for the benefit of a 
surviving spouse will not disqualify the 
trust. Similarly, a power to distribute 
corpus to, the spouse for the support of 
minor children will not disqualify the 
trust if she is legally Obligated to sup
port such children. The application of 
this paragraph may be illustrated by the 
following examples;.

Example i l ) .  Assume that a decedent 
.created a trust, designating his surviving 
spouse as income beneficiary for life with 
an unrestricted power in the spouse to ap
point the corpus during her life. The dece
dent further provided that in the event the 
surviving spouse should die without having 
exercised the power, thè trust should con
tinue for the life of his son with a power in 
the son to appoint the corpus. Since the 
power in the son could become exercisable 
only after the», death of the surviving spouse, 
the interest is not regarded as failing to

satisfy the condition set forth in paragraph 
(a) (5) of this section.

Example (2).  Assume that the decedent 
created a trust, designating his surviving 
spouse as income beneficiary for life and as 
donee of a power to appoint by will the 
entire corpus. The decedent further pro
vided that the trustee could distribute 30 
percent of the corpus to the decedent’s son 
when he reached the age of 35 years. Since 
the trustee has a power to appoint 3C percent 
of the entire interest for the benefit of a 
person other than the surviving spouse, only 
70 percent of the interest placed in trust 
satisfied the condition set forth in para
graph (a) (5) of this section. If, in this 
case, the surviving spouse had a power, exer
cisable by, her will, to  appoint only one-half 
of the corpus as it was constituted at the 
time of her death, it should be noted that 
only 35 percent of the interest placed in the 
tbust would satisfy the condition set forth 
in paragraph (a) (3) of this section.

§ 20.2056 (b) —6 Marital deduction; 
life insurance or annuity payments with 
power of appointment in surviving 
spouse—(a) In general. Section 2056 (b)
(6) provides that an interest in property 
passing from a decedent to his surviv
ing spouse, which consists of proceeds 
held by an insurer under, the terms of a 
life insurance, endowment, or annuity 
contract, is a “deductible interest’* to the 
extent that it satisfied all five of the fol
lowing conditions (see paragraph (b) of 
this section .if one or more of the condi
tions is satisfied as to only a portion of 
the proceeds);

(1) The proceeds, or a specific portion 
of the proceeds, must be held by the 
insurer subject to an agreement either 
to pay the entire proceeds or a specific 
portion thereof in installments, or to pay 
interest thereon, and all or a specific 
portion of the installments or interest 
payable during the life of the surviving 
spouse must be payable only to her.

(2) The installments or interest pay
able to the surviving spouse must be pay
able annually, or more frequently, com
mencing not later than 13 months after
the decedent’s death.

(3) The surviving spouse must have 
the power to appoint all or a specific 
portion of the amounts so held by the 
insurer to either herself or her estate.

(4) The power in the surviving spouse 
must be exercisable by her alone and 
(whether exercisable by will or during 
life) must be exercisable in all events.

(5) The amounts or the specific por
tion of the amounts payable under such 
contract must not be subject to a power 
in any other person to appoint any part 
thereof to any person other than the
urviving spouse.

(b) Specific portion; deductible inter
est. If the right to receive interest or 
nstallment payments or the power of 
ippointment passing to the, surviving 
ipouse pertains only to a specific portion 
>f the proceeds held by the insurer, tne 
narital deduction is allowed only to the 
sxtent that the rights of the surviving 
ipouse in the specific portion meet tne 
ive conditions described in paragrap 
a) of this section. While the rights to 
nterest, or to receive payment in insta - 
nents, and the power must coexist as w  
he proceeds of the same contract it is
tot necessary that the rights to each

Tf t.hfi riehts to
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interest meeting the required conditions 
set forth in paragraph (a) (1) and (2) 
of this section extend over a smaller 
share of the proceeds than the share 
with respect to which the power of ap
pointment requirements set forth in 
paragraph (a) (3) through (5) of this 
section are satisfied, the deductible in
terest is limited to the smaller share. 
Similarly, if the portion of the proceeds 
payable in installments is a smaller por
tion of the proceeds than the portion to 
which the power of appointment meet
ing such requirements relates, the deduc
tion is limited to the smaller portion. In 
addition, if a power of appointment 
meeting all the requirements extends to 
a smaller portion of the proceeds than 
the portion over which the interest or 
installment rights pertain, the deductible 
interest cannot exceed the value of the 
portion to which such power of appoint
ment applies. Thus, if the contract pro
vides that the insurer is to retain the 
entire proceeds and pay all of the in
terest thereon annually to the surviving 
spouse and if the surviving spouse has a 
power of appointment meeting the spec
ifications prescribed in paragraph (a)
(3) through (5) of this section, as to 
wily one-half of the proceeds held, then 
only one-half of the proceeds may be 
treated as a deductible interest. Cor
respondingly, if the rights of the spouse 
to receive installment payments or in
terest satisfying the requirements ex
tend to only one-fourth of the proceeds 
and a testamenta'ry power of appoint
ment satisfying the requirements of 
paragraph (a) (3) through (5) of this 
section extends to all of the proceeds, 
then only one-fourth of the proceeds 
qualifies as a deductible interest. Fur
ther, if the surviving spouse has no right 
to installment payments (or interest) 
over any portion of the proceeds but a 
testamentary power of appointment 
which meets the necessary conditions 
over the entire remaining proceeds, then 
none of the proceeds qualifies for the 
deduction. In addition, if, from the time 
of the decedent’s death, the surviving 
spouse has a power of appointment 
meeting all of the required conditions 
over three-fourths of the proceeds and 
file right to receive interest from the 
entire proceeds, but with a power ip an
other person to appoint one-half of the 
entire proceeds, the value of the interest 
m the surviving spouse over only one- 
half of the proceeds will qualify as a 
deductible interest.

(c) Applicable principles. (1) The 
Principles set forth in paragraph (c) of 
§20.2056 (b)-5 for determining what 
constitutes a “specific portion of the en
tire interest” for the purpose of section 
2056 (b) (5) are applicable in determin
ing what constitutes a “specific portion 
of all such amounts” ̂ fol: the purpose of 
section 2056 (b) (6), However, the in- 
erest in the proceeds passing to the 

surviving spouse will not be disqualified 
y the fact that the installment pay- 

or interest to which the spouse is 
titled or the amount of the proceeds 

ver which the power of appointment is 
^\cisable may be expressed in terms of 
specific sum rather than a fraction or 
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a percentage of the proceeds provided it 
is shown that such sums are a definite or 
fixed percentage or fraction of the total 
proceeds.

(2) The provisions of paragraph (a) 
of this section are applicable with respect 
to a property interest which passed from 
the decedent in the form of proceeds of a 
policy of insurance upon the decedent’s 
life, a policy of insurance upon the life 
of a person who predeceased the dece
dent, a matured endowment policy, or an 
annuity contract, but only in case the 
proceeds are to be held by the insurer. 
With respect to proceeds under any such 
contract which are to be held by a trustee, 
with power of appointment in the sur
viving spouse, see § 20.2056 (b) -5. As to 
the treatment of proceeds not meeting 
the requirements of § 20.2056 (b)-5 or of 
this section, see § 20.2056 (a)-2.

(3) III the case of a contract under 
which payments by the insurer com
menced during the decedent’s life, it is 
immaterial whether or not the conditions 
in subparagraphs (1) through (5) of par
agraph (a) of this section were satisfied 
prior to the decedent’s death.

(d) Payments of installments or inter
est. The conditions in subparagraphs 
(1) and (2) of paragraph (a) of this sec
tion relative to the payments of install
ments or interest to the surviving spouse 
are satisfied if, under the terms of the 
contract, the spouse has the right exercis
able annually (or more frequently) to re
quire distribution vto herself of install
ments of the proceeds or a specific por
tion thereof, as the case may be, and 
9therwise such proceeds or interest are 
to be accumulated and held by the in
surer pursuant to the terms of the con
tract. A contract which otherwise re
quires the insurer to make annual or 
more frequent payments 'to the sur
viving spouse following the decedent’s 
death, will not be disqualified merely be
cause the surviving spouse must comply 
with certain formalities in order to obtain 
the first payment. For example, the 
contract may satisfy the conditions in 
subparagraphs, (1) and (2) of paragraph 
(a) of this section even though it requires 
the surviving spouse to furnish proof of 
death before the first payment is made. 
The condition in paragraph (a) (1) of 
this section is satisfied where interest 
on the proceeds or a specific portion 
thereof is payable, annually or more fre
quently, for a term, or until the occur
rence of a specified event, following 
which the proceeds or a specific portion 
thereof are to be paid in annual or more 
frequent installments. _

(e) Powers of appointment. (1) In 
determining whether the terms of the 
contract satisfy the conditions in sub- 
paragraph (3), (4), or (5) of paragraph 
(a) of this section relating to a power of 
appointment in the surviving spouse or 
any other person, the principles stated 
in § 20.2056 (b)-5 are applicable. As 
stated in § 20.2056 (b) —5, the surviving 
spouse’s power to appoint is “exercisable 
in all events” only if it is in existence 
immediately following the decedent's 
death, subject, however, to the operation 
of § 20.2056 (b)-3 relating to interests 
conditioned on survival for a limited 
period.

(2> For examples of formal limitations 
on the power which will not disqualify 
the contract, see paragraph (g) (4) of 
§ 20.2056 (b)-5. If the power is exercis
able from the moment of the decedent’s 
death, the contract is not disqualified 
merely because the insurer may require 
proof of the decedent’s death as a con
dition to making payment to the ap
pointee. If the submission of proof of 
the decedent’s death is a condition to 
the exercise of the power, the power will 
not be considered “exercisable in all 
events” unless in the event the surviving 
spouse had died immediately following 
the decedent, her power to appoint would 
have been considered to exist at the time 
of her death, within‘the meaning of sec
tion 2041 (a) (2), See paragraph (b) 
of § 20.2041-3.

(3) It is sufficient for the purposes of 
the condition in paragraph (a) (3) of 
this section that the surviving spouse 
have the power to appoint amounts held 
by the insurer to herself or her estate if 
the surviving spouse has the unqualified 
power, exercisable in favor of herself or 
her estate, to appoint amounts held by 
the insurer which are payable after her 
death. Such power to appoint need not 
extend to installments or interest which 
will be paid to the spouse during her life. 
Further, the power to appoint need not 
be a power to require payment in a single 
sum. For example, if the proceeds of a 
policy are'payable in installments, and 
if the surviving spouse has the power to 
direct that all installments payable after 
her death be paid to her estate, she has 
the requisite power.

(4) It is not necessary that the phrase 
“power to appoint” be used in the con
tract.* ( For example, the condition in 
paragraph (a) (3) of this section that 
the surviving spouse have the power to 
appoint amounts held by the insurer to 
herself or her estate is satisfied by terms 
of a contract which give the surviving 
spouse a right which is, in substance and 
effect, a power to appoint to herself or 
her estate, such as a right to withdraw 
the amount remaining in the fund held 
by the insurer, or a right to direct that 
any amount held by the insurer under 
the contract at her death shall be paid 
to her estate.

§ 20.2056 (c) Statutory provisions; 
bequests, etc., to surviving spouse; lim
itation on aggregate of deductions.

Sec. 2056. Bequests, etc., to surviving 
spouse. * * *

(c) Limitation on aggregate of deduc
tions— (1) General rule. The aggregate 
amount of the deductions allowed under this 
section (computed without regard to this 
subsection) shall not exceed 50 percent of 
the value of the adjusted gross estate, as 
defined in paragraph (2).

(2) Computation of adjusted gross 
estate—(A) General rule. Except as pro
vided in subparagraph (B) of this paragraph, 
the adjusted gross estate shall, for purposes 
of subsection (c) (1), be computed by sub
tracting from the entire value of the gross 
estate the aggregate amount of the deduc
tions allowed by sections 2053 and 2054.

(B) Special rule in cases involving com
m unity property. If the decedent and his 
surviving spouse at any time, held property 
as community property under the law of any 
State, Territory, or possession of the United 
States, or of any foreign country, then the

/
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adjusted gross estate shall, for purposes of 
subsection (c) (1), be determined by sub
tracting from the entire value of the gross 
estate the sum of—

(i) The value of property which is at the 
time of the death of the decedent held as 
such community property; and

(ii) The value of property transferred by 
the decedent during his life; if at the time 
of such transfer the property was held as 
such community property; and

(iii) The amount receivable as insurance 
under policies on the life of the decedent, to 
the extent purchased with premiums or 
other consideration paid out of property held 
as such community property; and

(iv) An amount which bears the same 
ratio to the aggregate of the deductions al
lowed under sections 2053 and 2054 which 
the value of the property included in the 
gross estate, diminished by the amount sub
tracted under clauses (i), (ii), and (iii) of 
this subparagraph, bears io  the entire value 
of the gross estate. \
For purposes of clauses (ij, (ii), and (iii), 
community property (except property which 
is considered as community property solely 
by reason of the provisions of subparagraph 
(C) of this paragraph) shall be considered 
as not “held as such community property” 
as of any moment of time, if, in case of the 
death of the decedent at such moment, such 
property (and not merely one-half thereof) 
would be or would have been includible in 
determining the value of his gross estate 
without regard to the provisions of section 
402 (b) of the Revenue^ Act of 1942. The 
amount to be subtracted under clauses (i), 
(ii), or (iii) shall not exceed the value of 
the interest in the property described therein 
which is included in determining the value 
of the gross estate.

(C) Community property-conversion into  
separate property—(i) After December 31, 
1941. 11 after December 31, 1941, property 
held as such community property (unless 
considered by reason of subparagraph (B) 
of this paragraph as not so held) was by the 
decedent and the surviving spouse converted, 
by one transaction or a series of transactions, 
into separate property of the decedent and 
his spouse (including any form of coowner
ship by them), the separate property so ac
quired by the decedent and any property 
acquired at any\ time by the decedent in  
exchange therefor (by one exchange or a 
series of exchanges) shall, for the purposes 
of clauses (i), (ii), and (iii) of subparagraph 
(B), be considered as “held as such com
munity property.”

(ii) Limitation. Where the value (at the 
time of such conversion) of the separate 
property so acquired by the decedent ex
ceeded the value (at such time) of the 
separate property so acquired by the de
cedent’s spouse, the rule in clause (i) shall 
be applied only with respect to the same 
portion of such separate property of the de
cedent as the portion which the value (as 
of such time) of such separate property so 
acquired by the decedent’s spouse is of the 
v a lu e a s  of such time) of the separate 
property so acquired by the decedent.

§ 20.2056 (c) —1 Marital deduction; 
limitation on aggregate of deductions; in 
general—(a) In general. The allowable 
■marital deduction is limited to the 
smaller of the following amounts:

(1) The aggregate value of the “de
ductible interests” which passed from 
the decedent to his surviving spouse (see 
paragraph (a) of § 20.2056 (a )-2 ).

(2) Fifty percent of the value of the 
decedent’s “adjusted gross estate.”

(b) Adjusted gross estate. The “ad
justed gross estate” is the entire value of 
the decedent’s gross estate less the ag

gregate amount of the deductions allowed 
for expenses, indebtedness, taxes, and 
losses under sections 2053 and 2054, un
less the decedent and his spouse at any 
time held any property as community 
property (see § 20.2056 (c)-2)» In de
termining the adjusted gross estate, the 
gross estate is not reduced by the ex
emption allowable under section 2052, or 
by the amount of any charitable deduc
tion allowable under section 2055.

Example. The value of a decedent’s gross 
estate Is $200,000 and the aggregate amount 
of the deductions allowed by sections 2053 
and 2054 for expenses, debts, taxes and losses 
is $30,000. (It is assumed for the purpose 
of this example that the decedent and his 
spouse never held any property as community 
property.) The decedent left $1Q,0Q0 to a 
charitable organization for which a deduc
tion is allowable under section 2055, and left 
the balance of his estate to his surviving 
spouse. The value of the adjusted gross 
estate is, therefore, $200,000 less $30,000, or 
$170,000. It is assumed that the aggregate 
value of the deductible interests which passed 
from the decedent to his surviving spouse is 
$100,000. The allowable marital deduction is 
limited to $85,000 (50 percent of the value 
of the adjusted gross estate).

§ 20.2056 (c) -2 Marital deduction in 
cases involving community property, (a) 
If the decedent and his surviving spouse 
at any time held property as “community 
property,” as defined in this section, the 
“adjusted gross estate” referred to in

§ 20.2056 (c ) - l  is the entire value of the 
gross estate less the sum of the following 
values and amounts:

(1) The value of any property in
cluded in the gross estate which was at 
the time of the decedent’s death held by 
him and his surviving spouse as “com
munity property,” as defined in this 
section.

(2) The value of property (to the ex
tent included in the gross estate) trans
ferred by the decedent during his life, 
if at the time of such transfer the prop
erty was held by him and his surviving 
spouse as “community property,” as de
fined in this section.

(3) The amount (to the extent in
cluded in the gross estate) receivable as 
insurance under policies upon the life 
of the decedent, to the extent purchased 
with premiums or other considération 
paid out of property then held by him 
and his surviving spouse as “community 
property,” as defined in this section.

(4) An amount which bears the same 
ratio to the aggregate amount of the de
ductions for expenses, indebtedness, 
taxes and losses allowed by sections 2053 
and 2054 as the value of the gross estate, 
reduced by the aggregate amount sub
tracted under subparagraphs (1), (2), 
and (3) of this paragraph, bears to the 
entire value of the gross estate. The 
amount to be subtracted under this sub- 
paragraph is

Gross estate, less community property _  _ ., I  I . . .------------- — a-------------------------- x  Deductions for expenses, indebtedness.
Entire gross estate. taxes, and losses.

(b) If a policy of insurance upon the 
life of the decedent was purchased partly 
with property held by him and his sur
viving spouse as “community property” 
as defined in this section, and partly with 
other property, the amount receivable 
under the policy is considered, for the 
purpose of paragraph (a) (3) of this sec
tion, to have been purchased with such 
“community property” in the proportion 
that the payments made with such “com
munity property” bear to the total 
amount paid.

(c) In determining the “adjusted gross 
estate” under this section, property held 
by the decedent and his surviving spouse 
as “community property”, at the time of 
the death of the decedent (for the pur
pose of paragraph (a) (1) of this sec- 
tio»), at the time of the transfer (for 
the purpose of paragraph (a) (2) of this 
section) , or at the time of the payment 
of insurance premiums or other consider
ation (for the purpose of paragraph (a) 
(3) of this section), is considered to 
include—

(1) Any property held by them at 
such time as community property under 
the law of any State, Territory, or pos
session of the United States, or of any 
foreign country, except property in which 
the surviving spouse had at such time 
merely an expectant interest.

(2) Separate property acquired by 
the deqedent as a result of a “conver
sion” after December 31, 1941, of prop
erty held by him and his surviving 
spouse as community property under the 
law of any State, Territory, or posses
sion of the United States, or of any for-

eign country (except such property in 
which the surviving spouse had at the 
time of the “conversion” merely an ex
pectant interest), into their separate 
property, subject to the limitation with 
respect to value contained in paragraph 
(h) of this section.

(3) Property acquired by the decedent 
in exchange (by one exchange or a series 
of exchanges) for separate property 
acquired as set forth under subparagraph 
(2) of this paragraph.
The burden of establishing the extent 
to which separate property of the dece
dent was acquired other than as de
scribed in subparagraphs (2) and (3) of 
this section .rests upon the executor.

(d) The surviving spouse is regarded 
as having merely an expectant interest 
in property held, as community property 
under the law of any State, Territory, 
or possession of the United States, or or 
any foreign country (1) ,at the time oi 
the decedent’s death, if the entire valu 
of such property (and not merely one- 
half of it) is includible in the decedent s 
gross estate, or (21) at the time of aw  
transfer, payment of insurance pre " 
ums or other consideration, or conver
sion’, if, in case of the death 
thé decedent at such time, the entire 
value of the property involved m  tne 
transfer, payment, or “conversion ja 
not merely one-half of it) would have 
been so includible without r€^rd  
provisions of section 402 (b) of th
nue Act of 1942 (56 Stat. 942) ,

(e) The characteristics of p r o g  
which acquired a noncommunity insteaa 
a î  o  r t f t m m i m i f v  Qf.fl.tl15) Ï3V 2T6&SOÜ
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agreement (whether antenuptial or post
nuptial) are such that section 2056 (c) 
(2) (C) classifies thè property as com
munity property of the decedent and his 
surviving spouse in the éomputation of 
the “adjusted gross estate”. In distin
guishing property which thus acquired 
a noncommunity , status from property 
which acquired such a status solely by 
operation of the applicable property law, 
section 2056 <c) (2) (C) refers to the 
former category of property as “separate 
property” acquired as a result of a “con
version” of “property held as such com-, 
munity property”. As used in section 
2056 (c) (2) (C), the phrase “property 
held as such community property” is 
used to denote the body of property 
comprehended within the community 
property system; the term “separate 
property” includes any noncommunity 
property (whether held in joint tenancy, 
tenancy by the entirety, tenancy in com
mon, or otherwise) ; and the term “con
version” includes any transaction or 
agreement which transforms property 
from a community status into a non
community status. •

(f) The separate property which sec
tion 2056 (c) (2) (C) classifies as com
munity property is not limited to that 
which was in existence at the time of the 
conversion.. The following are illustra
tive of the scope of section 2056 (c) (2)
(C) : (1) A partition of community prop
erty between husband and wife, in which 
a portion of such property became the 
separate property of each, is a conver
sion of such property; (2) a transfer of 
community property into some other 
form of coownership, such as a joint ten
ancy, is a conversion of such property;
(3) an agreement (whether made be
fore or after marriage) that future 
earnings and gains which wpuld other
wise be community property shall be 
shared by the spouses as separate prop
erty effects a conversion of such earn
ings and gains; and (4) a change in 
the form of ownership of property which 
causes the future rentals therefrom, 
which would otherwise have been ac
quired as community property, to be 
acquired as separate property effects a 
conversion of the rentals.

(g) The rules of section 2056 (c) (2) 
(C) are applicable, however, only if the 
conversion took place after December

and only to the extent stated 
in this section.
Jh) if the value of the separate prop

erty acquired by the decedent as a result 
f .̂conversi°n did not exceed the value 

M the separate property thus acquired 
y surviving spouse, the entire sep- 
rate property thus acquired by the 
ecedent is to be considered, for the 

pû p°se of this section, as held by him 
ad his surviving spouse as community 

property, if the value (at the time of the 
(inversion) of the separate property so 

acquired by the decedent exceeded the  
aiue (at that time) of the separate 

Property so acquired by the spouse, only 
Part of the separate property so ac- 

snnw ky ^he decedent (and only the 
b ptional part of property acquired 
* him in exchange for such separate 
operty) is to be considered, for the

purposes of this section, as held by him  
and his surviving spouse as community 
property. The part of such, separate 
property (or property acquired in ex
change therefor) which is considered 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 spouse is of the value (at that time) 
of the separate property so acquired by 
the decedent.

(j ) The application of this section may 
be illustrated by the following examples:

Example (1).  The value of a decedent’s 
gross estate is $300,000, of which $200,00.0 
represents his separate property and $100,000 
represents his one-half interest in commu
nity property. The decedent’s separate prop
erty was inherited from his father. The 
deductions allowed under sections 2053 and 
2054 total $45,000. The adjusted gross estate 
is computed as follows:
Value of gross estate. $300, 000

Reduction under paragraph (a)
(1)_______ ____ ____________  100,000

Reduction under paragraph (a) (4)
/  $200,000 \{ ---- L-r- X $45,000 J___________  30, 000
\ $300,000 J

Total reduction_________ — 130,000

Adjusted gross estate____ _ 170,000
The marital deduction will,be $85,000 (one- 
half the value of the adjusted gross estate) 
in case the aggregate value of the deductible 
interests which passjed from the decedent-to 
his surviving spouse equals or exceeds that 
amount.

Example (2).  The facts are the same as in 
example (1) except that the decedent’s 
separate property-was not inherited from his 
father, but was acquired under the following 
transaction: On November 1, 1942, the dece
dent and his surviving spouse partitioned 
certain community property then having a 
value of $224,000. A portion of such prop
erty, then having a value of $160,000, was 
converted into the decedent’s separate prop
erty, and the remaining portion then having 
a value- of $64,000, was converted into his 
spouse’s separate property. The portion of 
the separate property so acquired by the 
decedent which is considered as held as com
munity property at the time of his death is 
represented by that proportion of $200,QOO 
(the value, at the time of death, of such 
separate property) which $64,000 (the value, 
at the time of the conversion, of the separate 
property so acquired by his spouse) bears to 
$160,000 (Ihe value, at the time of the con
version, of the separate property so acquired 
by the decedent), which proportion equals 
$80,000. The adjusted gross estate is com
puted as follows:
Value of gross estate,«______ ___ $300,000

Reduction under paragraph (a) (1)
( $100,000 +  $80,000 ) ____________

Reduction under paragraph (a) (4) 
/$120,000 Y
($300,000 X$45-00° ; -----------------

180, 000 

18, 000

Total reduction___________  198,000

Adjusted gross estate_____ _ 102,000
The marital reduction will be $51,000 (one- 
half the value of the adjusted gross estate) 
in case the aggregate value of the deductible 
interests which passed from the decedent 
to his surviving spouse equals or exceeds that 
amount.

§ 20.2056 (d) Statutory provisions; "be
quests, etc* to surviving spouse; dis
claimers.

Sec. 2056. Bequests, etc., to surviving 
spouse. * * *

(d) Disclaimers—(1) By surviving spouse. 
If under this section an interest would, in 
the absence of a disclaimer by the surviving 
spouse, be considered as passing from the 
decedent to such spouse, and if a disclaimer 
of such interest is made by such spouse, then  
such interest shall, for the purposes of this 
section, be considered as passing to the per
son or persons entitled to receive such in
terest as a result of the disclaimer.

(2) By any other person. If under this 
section an interest would, in the absence of 
à disclaimer by any person other than the 
surviving spouse, be considered as passing 
from the decedent to such person, and if a 
disclaimer of such interest is made by such 
person and as a result of such disclaimer the 
surviving spouse is entitled to receive such 
interest, then such interest shall, for pur
poses of this section, be considered as pass
ing, not to the surviving spouse, but to the 
person who made the disclaimer, in the same 
manner as if the disclaimer had not been 
made.

§ 20.2056 (d )- l Marital deduction; 
effect of disclaimers—(a) By a surviving 
spouse. If â décèdent’s surviving spouse 
makes a disclaimer of any property in
terest which would otherwise be consid
ered as having passed from the decedent 
to her, the disclaimed interest is to be 
considered as having passed from the 
decedent to the person or persons en
titled to receive the interest as a result 
of tlje disclaimer. A disclaimer is a com
plete and unqualified refusal to accept 
the rights to which one is entitled. It 
is, therefore, necessary to distinguish be
tween the surviving spouse’s disclaimer 
of a property interest and her accept
ance and subsequent disposal of a prop
erty interest. For example, if proceeds 
of insurance are payable to the surviving 
spouse and she refuses them so that they 
consequently pass to an alternate bene
ficiary designated by the decedent, the 
proceeds are considered as having passed 
from the decedent to the alternate bene
ficiary. On the other hand, if the sur
viving spouse directs the insurance 
company to hold the proceeds at interest 
during her life and, upon her death, to 
pay the principal sum to another person 
designated by her, thus effecting a trans
fer of a remainder interest, the proceeds 
are considered as having passed from 
the decedent to his spouse. See para
graph (c) of § 20.2056 (e)-2 with respect 
to a spouse’s exercise or failure to exer
cise a right to take against a decedent’s 
will.

(b) By a person other than a surviving 
spouse. It is unnecessary to distinguish, 
for the purpose of the marital deduction, 
between a disclaimer by a person other 
than the surviving spouse and a transfer 
by such person. If the surviving spouse 
becomes entitled to receive an interest 
in property from the decedent as a result 
of a disclaimer made by some other per
son, the interest is, nevertheless, con
sidered as having passed from the de
cedent, not to the surviving spouse, but 
to the person who made the disclaimer, 
as though the disclaimer had not been 
made. If, as a result of a disclaimer 
made by a person other than the surviv
ing spouse, a property interest passes to 
the surviving spouse under circumstances 
which meet the conditions set forth in
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§ 20.2056 (b)-5 (relating to a life estate 
with a power of appointment), the rule 
stated in the preceding sentence applies, 
not only with respect to the portion of 
the interest which beneficially vests in 
the surviving spouse, but also with re
spect to the portion over which she 
acquires a power to appoint. The rule 
applies also in the case of proceeds under 
a life insurance, endowment, or annuity 
contract, which, as a result of a dis
claimer made by a person other than the 
surviving spouse, are held by the insurer 
subject to the conditions set forth in 
§ 20.2056 (b)-6.

§ 20.2056 (e) Statutory provisions;
'bequests, etc., to surviving spouse; 
definition.

Sec. 2056. Bequests, etc., to surviving 
spouse. * * *

(e) Definition. For purposes of this sec
tion, an interest in property shall be con
sidered as passing from the decedent to any 
person if and only if—

(1) Such interest is bequeathed or devised 
to such person by the decedent;

(2) Such interest is inherited by such per
son from the decedent;

(3) Such interest is the dower or curtesy 
interest (or statutory interest in lieu there-, 
of) of such person as surviving spouse of the 
decedent;

(4) Such interest has been transferred to 
such person by the decedent at any time;

(5) Such interest was, at the time of the 
decedent’s death, held by such person and 
the decedent (or by them and any other per
son) in joint ownership with right of sur
vivorship;

(6) The decedent had a power (either 
alone or in conjunction with any person) 
to appoint such interest and if he appoints 
or has appointed such interest to such per
son, or if such person takes such interest 
in default on the release or nonexercise of 
such power; or

(7) Such interest consists of proceeds of 
insurance on the life of the decedent re
ceivable by such person.
Except as provided in paragraph (5) or (6) 
of subsection (b), where at the time of the 
decedent’s death it is not possible to ascer
tain the particular person or persons to 
whom an interest in property may pass from 
the decedent, such interest shall, for pur
poses of subparagraphs (A) and (B) of sub
section (b) (1)* be considered as passing 
from the decedent to a person other than 
the surviving spouse.

§ 20.2056 (e ) - l  Marital deduction; 
definition of “passed from the decedent”.
(a) The following rules are applicable in 
determining the person to whom any 
property interest “passed from the 
"decedent”:

(1) Property interests devolving upon 
any person (or persons) as surviving co
owner with the decedent under any form 
of joint ownership under which the right 
of survivorship existed are considered as 
having passed from the decedent to such 
person (or persons).

(2) Property interests at any time 
subject to the decedent’s power to ap
point (whether alone or in conjunction 
with any person) are considered as hav
ing passed from the decedent to the 
appointee under his exercise of the 
power, or, in case of the lapse, release or 
nonexercise of the power, as having 
passed from the decedent to the taker 
in default of exercise.

(3) The dower or curtesy interest (or 
statutory interest in lieu thereof) of the

decedent’s surviving spouse is considered 
as having passed from the decedent to 
his spouse.

(4) The proceeds of insurance upon 
the life of the decedent are considered 
as having passed from the decedent to 
the person who, at the time of the de
cedent’s death, was entitled to receive 
the proceeds.

(5) Any property interest transferred 
during life, bequeathed or devised by 
the decedent, or inherited from the de
cedent, is considered as having passed 
to the person to whom he transferred, 
bequeathed, or devised the interest, or 
to the person who inherited the interest 
from him.

(6) The survivor’s interest in an an
nuity or other payment described in sec
tion 2039 (see §§ 20.2039-1 and 20.2039- 
2) is considered as having passed from 
the decedent to the survivor only to the 
ektent that the value of such interest is 
included in the decedent’s gross estate 
under "that section. If only a portion of 
the entire annuity or other payment is 
included in the decedent’s gross estate 
and the annuity or other payment is 
payable to more than one beneficiary, 
then the value of the interest considered 
to have passed to each beneficiary is that 
portion of the amount payable to each 
beneficiary that the amount of the an
nuity or other payment included in the 
decedent’s gross estate bears to the total 
value of the annuity or other, payment 
payable to all beneficiaries.

(b) If before the decedent’s death the 
decedent’s surviving spouse had merely 
an expectant interest in property held by 
her and the decedent under community 
property laws, that interest is considered 
as having passed from the decedent to 
the spouse. As to the circumstances un
der which the interest of the surviving 
spouse under community property laws 
is regarded as merely expectant, see 
paragraph (d) of § 20.2056 (c)-2.

§ 20.2056 (e)-2 Marital deduction;
definition of “passed from the decedent 
to his surviving spouse”■—(a) In general. 
In general, the definition stated in 
§ 20.2056 (e ) - l  is applicable in determin
ing the property interests which “passed 
from the decedent to his surviving 
spouse”. Special rules aye provided, 
however, for the following:

(1) In the case of certain interests 
with income for life to the surviving 
spouse with power of appointment in her 
(see § 20.2056 (b )-5 );

(2) In the case of proceeds held by 
the insurer under a life insurance, en
dowment, or annuity contract with 
power of appointment in the surviving 
spouse (see § 20.2056 (b )-6 );

(3) In case of the disclaimer of an 
interest by the surviving spouse or by 
any other person (see § 20.2056 (d ) - l) ;

(4) In case of an election by the sur
viving spouse (see paragraph (c) of this 
section); and

(5) In case of a controversy involving 
the decedent’s will, see paragraph (d) 
of this section.
A property interest is considered as pass
ing to the surviving spouse only if it 
passed to her as beneficial owner, except 
to the extent otherwise provided in

§§ 20.2056 (b)-5 and 20.2056 (b)-6 in the 
case of certain life estates and insurance 
and annuity contracts with powers of 
appointment. For this purpose, where 
a property interest passed from the de
cedent in trust, such interest is con
sidered to have passed from him to his 
surviving spouse to the extent of her 
beneficial interest therein. The deduc
tion may not be taken with respect to a 
property interest which passed to such 
spouse merely as trustee, or subject to 
a binding agreement by the spouse to 
dispose of the interest in favor of a 
third person. An allowance or award 
paid to a surviving spouse pursuant to 
local law for her support during the 
administration of the decedent’s estate 
constitutes a property interest passing 
from the decedent to his surviving 
spouse. In determining whether or not 
such an interest is deductible, however, 
see generally the terminable ' interest 
rules of § 20.2056 (b )-l and especially 
example 18) of paragraph (g) of that 
section.

(b) Examples. The following illus
trate the provisions of paragraph (a) of 
this section:

(1) A property interest bequeathed in 
trust by H (the decedent) is considered 
as having passed from him to W (his 
surviving spouse)?—

(1) If the trust income is payable to 
W for life and upon her death the corpus 
is distributable to Jier executors or ad
ministrators;

(ii) If W is entitled to the trust In
come for a term of years following which 
the corpus is to be paid to W or her 
estate; -

(iii) If the trust income is to be ac
cumulated for a term of years or for 
W’s life and the augmented fund paid 
to W or her estate; or

(iv) If the terms of the transfer sat
isfy the requirements of § 20.2056 (b)—5.

(2) If H devised property—
(i) To A for life with remainder ab

solutely to W or her estate, the remain
der interest is considered to have passed 
from H to W;

(ii) To W for life with remainder to 
her estate, the entire property is con
sidered as having passed from H to W; or

(iii) Under conditions which satisfy 
the provisions of § 20.2056 (b)-5, the en
tire property is considered as having 
passed from H to W.

(3) Proceeds of insurance upon the 
life of H are considered as having passed 
from H to W if the terms of the con
tract—

(i) Meet the requirements of § 20.2056 
(b)-6;

(ii) Provide that the proceeds are 
payable to W in a lum sum;

(iii) Provide that the proceeds are 
payable in installments to W for life and 
after her death any remaining install
ments are payable to her estate; _

(iv) Provide that interest on the pro
ceeds is payable to W for life and upon 
her death the principal amount is pay-

le to her estate; or 
(v) Provide that the proceeds 
yable to a trustee under an arrange- 
mt whereby the requirements oi set, 
>n 2056 (b) (5) are satisfied.
(c) Effect of election by surviving
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applicable if the surviving spouse may 
elect between a property interest offered 
to her under the decedent’s will or other 
instrument and a property interest to 
which she is otherwise entitled (such as 
dower, a right in the decedent’s estate, 
or her interest under community prop
erty laws) of which adverse disposition 
was attempted by the decedent under 
the will or other instrument. If the sur
viving spouse elects to take against the 
will or other instrument, then the prop
erty interests offered thereunder are not 
considered as having “passed from the 
decedent to his surviving spouse” and the 
dower or other property interest retained 
by her is considered as having so passed 
(if it otherwise so qualifies under this 
section) i If the surviving spouse elects 
to take under the will or other instru
ment, then the dower or other property 
interest relinquished by her is not con
sidered as having “passed from the dece
dent to his surviving spouse” (irrespec
tive of whether it otherwise comes within 
the definition stated in paragraph (a) of 
this section) and the interest taken 
under the will or other instrument is 
considered as having so passed (if it 
otherwise so qualifies). As to the valua
tion of the property interest taken under 
the will or other instrument, see para
graph (b) of § 20.2056 (b)-4.

(d) Will contests. (1) If as a result 
of a controversy involving the decedent’s 
will, or involving any bequest or devise 
thereunder, his surviving spouse assigns 
or surrenders a property interest in set
tlement of the controversy, the interest 
so assigned or surrendered is not consid
ered as having “passed from the dece
dent to his surviving spouse.”

(2) If as a result of the controversy in
volving the decedent’s will, or involving 
any bequest or devise thereunder, a prop
erty interest is assigned or surrendered 
to the surviving spouse, the interest so 
acquired will be regarded as having 
“passed from the decedent to his sur
viving spouse” only if the assignment or 
surrender was a bona fide recognition of 
enforceable rights of the surviving spouse 
in the decedent’s estate. Such a bond, 
fide recognition will be presumed where 
the assignment or surrender _ was pur
suant to a decision of a local court upon 
the merits in ah adversary proceeding 
following a genuine and active contest. 
However, such a decree will-be accepted 
only to the extent that the court passed 
opon the facts upon which deductibility 
oi the property interests depends. If 
the assignment or surrender was pur
suant to a decree rendered by consent, or 
Pursuant to an agreement not to contest 
the will or not to probate the will, it will 
not necessarily be accepted as a bona 
n«e evaluation of the rights of the spouse. 
.^Survivorship, i f  the order of 
oeaths of the decedent and his spouse 
o»nnot be established bŷ  proof, a pre- 
umption (whether supplied by local law, 
e decedent’s will, or otherwise) that 

win (r cedent was survived by his spouse 
J  be reco§nized as satisfying para- 

(b) (1> of § 20.2056 .(a)-1, but only 
^  extent that it has the effect of 
*ng to the spouse an interest in prop- 

TTYU(̂ kte in her gross estate under 
1:1 IH of subchapter A, of chapter 11.
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Under these circumstances, if an estate 
tax return is required to be filed for the 
estate of the decedent’s spouse, the mar
ital deduction will not be allowed in the 
final audit of the estate tax return of 
the decedent’s estate with respect to any 
property interest which has not been 
finally determined to be includible in the 
gross estate of his spouse.

§ 20.2056 (e)-3 Marital deduction; 
definition of “passed from the decedent 
to a person ether than his surviving 
spouse”. The expression “passed from 
the decedent to a person other than his 
surviving spouse” refers to any property 
interest which, under the definition 
stated in § 20.2056 (e ) - l  is considered as 
having “passed from the decedent” and 
which under tfĉ e rules referred to in 
§ 20.2056 (e)-2 is not considered as hav
ing “passed from the decedent to his 
surviving spouse.” Interests which 
passed to'a person other than the sur
viving spouse include interests so pass
ing under the decedent’s exercise, re
lease, or nonexercise of a nontaxable 
power to appoint. It is immaterial 
whether the property interest which 
passed from the decedent to a person 
other than his surviving spouse is in
cluded in the decedent’s gross estate. 
The term “person other than his sur
viving spouse” includes the possible un
ascertained takers of a property inter
est, as, for example, the members of a 
class to be ascertained in the future. As 
another example, assume that the de
cedent created a power of appointment 
over a property interest, which does not 
come within the purview of § 20.2056 
(b)-5 or § 20.2056 (b)-6. In such a case, 
the term “person other than his surviv
ing spouse” refers to the possible ap
pointees and possible takers in default 
(other than the spouse) of such prop
erty interest. Whether or not there is 
a possibility that the “person other than 
his surviving spouse” (or the heirs or as
signs of such person) may possess or en
joy the property following termination 
or failure of the interest therein which 
passed from the decedent to his sur
viving spouse is to be determined as of 
the time of the decedent’s death.
E states of N onresidents N ot Citizens"

§ 20.2101 Statutory provisions; tax 
imposed.

S e c . 2101. Thx imposed—(a) In general. 
A tax computed in accordance with the table 
contained in section 2001 is hereby imposed 
on the transfer of the taxable estate, deter
mined as provided in section 2106, of every 
decedent nonresident not a citizen of the 
United States dying after the date of enact
ment of this title.

(b) Property held by alien property cus
todian. For taxes in connection with prop
erty or interests transferred^to or vested in  
the Alien Property Custodian, see section 36 
of the Trading With the Enemy Act, as added 
by the act of August 8, 1946 (60 Stat. 929; 
50 U. S. C. App. 36).

§ 20.2101-1 Estates of nonresidents 
not citizens; tax imposed. Section 2101 
imposes a tax on the transfer of the 
taxable estate of a nonresident who was 
not a citizen of the United States at the 
time of his death. The tax is computed 
at the same rates as the tax which is
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imposed on the transfer of the taxable 
estate of a citizen or resident of the 
United States. See section 2001. For a 
general description of the method to be 
used in determining the net estate tax 
payable in the case of an estate of a non
resident not a citizen, see paragraph (c) 
of § 20.0-2. For the meanings of the 
terms “resident”, “nonresident,” and 
“United States,” see paragraph (b) (1) 
and (2) of § 20.0-1. For^the presump
tion applying to the residence of mis
sionaries, see section 2202. For the lia
bility of the executor for payment of the 
tax, see section 2002.

§ 20.2102 Statutory provisions; credits 
against tax.

Sec. 2102. Credits against tax. The tax 
Imposed by section 2101 shall be credited with 
the amounts determined in accordance with 
sections 2011 to 2Q13, inclusive (relating to 
State death taxes, gift tax, and tax on prior 
transfers)-.

**§ 20.2102-1 Estates of nonresidents 
not citizens; credits against tax. In ar
riving at the net estate,tax payable with 
respect to the transfer of an estate of a 
nonresident who was not a citizen of the 
United States at the time of his death, 
the following credits are subtracted from 
the tax imposed by section 2101:

(a) The State death tax credit under 
section 2011,*

(b) The gift tax credit under section 
2012; and

(c) The credit for tax on prior trans
fers under section 2013.
The“ amount of each of these credits is 
determined in the same manner as that 
prescribed for its determination in the 
estates of citizens and residents of the 
United States. See §§ 20.2011-1 through 
20.2013-6. The provisions of sections 
2015 and 2016, relating respectively to the 
credit for death taxes on remainders and 
the recovery of taxes claimed as a credit, 
are applicable with respect to the credit 
for State death taxes in the case of the 
estates of nonresidents not citizens. 
However, the credit for foreign death 
taxes under section 2014 is not allowed.

§ 20.2103 Statutory provisions; defi
nition of gross estate.

Sec. 2103. Definition of gross estate. For 
the purpose of the tax imposed by section 
2101, the value of the gross estate of every 
decedent nonresident not a citizen of the 
United States shall be that part of his gross 
estate (determined as provided in section 
2031) which at the time of his death is 
situated in the United States.

§ 20.2103-1 Estates of nonresidents 
not citizens; “entire gross estate.” The 
“entire gross estate” wherever situated 
of a nonresident who was not a citizen 
of the United States at the time of his 
death is made up in the same way as the 
“gross estate” of a citizen or resident of 
the United States. See §§ 20.2031-1 
through 20.2044-1. ; As in the case of a 
citizen or resident of the United States, 
it does not include real property situated 
outside the United States. However, in 
the case of a nonresident not a citizen, 
only that part of the entire gross estate 
which is situated in the United States is 
included in his taxable estate. In fact, 
property situated outside the United 
States need not be disclosed on the return
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unless certain deductions are claimed or 
information is specifically requested. 
See §§ 20.2106-1 and 20.2106-2. For a 
description of property considered to be 
situated in the United States, see 
§ 20.2104-1. For a description of prop
erty considered to be situated outside the 
United States, see § 20.2105-1,

§ 20.2104 Statutory provisions; prop
erty within the United States.

Sec. 2104. Property within the United 
States—(a) Stock in corporation., For pur
poses of tills subchapter shares of stock 
owned and held by a nonresident not a citi
zen of the United States shall be deemed 
property within the United States only if 
issued by a domestic corporation.

(b) Revocable transfers and transfers in 
contemplation of death. For purposes of 
this subchapter, any property of which the 
decedent has made a transfer, by trust or 
otherwise, within the meaning of sections 
2035 to 2038, inclusive, shall be deemed to 
be situated, in the United States, if so situ
ated either at the time of the transfer or £ t  
the time of the decedent’s death.

§ 20.2104-1 Estates of nonresidents 
not citizens; property within the United 
States—(a) In general. Property of a 
nonresident who was not a citizen of the 
United States at the time of his death is 
considered to be situated in the United 
States if it is—

(1) Real property located in the United 
States.

(2) Tangible personal property located 
in the United States, except certain 
works of art on loan for exhibition (see 
paragraph (b) of § 20.2105-1).

(3) Written evidence of intangible per
sonal property which is treated as being 
the property itself, such as a bond for 
the payment of money, if it is physically 
located in the United States, except ob
ligations of the United States (but not 
its instrumentalities), issued before 
March 1, 1941, if the decedent was not 
engaged in business in tfye United States 
at the time of his death.

(4) Except as specifically provided 
otherwise in this section or in § 20.2105-1, 
intangible personal property the written 
evidence of which is not treated as be
ing the property itself, if it is issued by 
or enforceable against a resident of the 
United States or a domestic corporation 
or governmental unit.

(5) Shares of stock issued by a domes
tic corporation, regardless of the location 
of the certificates.

(6) Moneys deposited in the United 
States by or for the decedent with any 
person carrying on the banking business, 
if the decedent was engaged in business 
in the United States at the time of his 
death.

(b) Transfers. Property of which the 
decedent has made a transfer taxable 
under sections 2035 through 2038 is 
deemed to be situated in the United 
States if it is. determined, under the 
provisions of paragraph (a) of this sec
tion, to be so situated either at the time 
of the transfer or at the time of the 
decedent’s d e a t h .  See §§ 20.2035-1 
through 20.2038-1.

(c) Death tax convention. It should 
be noted that the situs rules described 
in this section may be modified for vari
ous purposes under the provisions of an

applicable death tax convention with a  
foreign country.

§ 20.2105 Statutory provisions; prop
erty without the United States.

S ec . 2105. Property without the United 
States:—(a) Proceeds of life insurance. For 
purposes of this subchapter, the amount re
ceivable as insurance on the life of a non
resident not a citizen of the United States 
shall not be deemed property within the 
United States.

(b) Bank deposits. For purposes of this 
subchapter, any moneys deposited with any 
person carrying on the banking business, by 
or for a nonresident not a citizen of the 
United States who was not engaged in busi
ness in the United States at the time of his 
death shall not be deemed property within 
the United States.

(c) Works of art on loan for exhibition. 
For purposes of this subchapter, works of 
art owned by a nonresident not a citizen of 
the United States shall not be deemed prop
erty within the United States if such works 
of art are—

(1) Imported into the United States solely 
for exhibition purposes,

(2) Loaned for such purposes, to a public 
gallery or museum, no part of the net earn
ings of which inures to the benefit of any 
private stockholder or individual, and'

(3) At the time of the death of the owner, 
on exhibition, or en route to or from exhi
bition, in such a public gallery or museum.

§ 20.2105-1 Estates of nonresidents 
not citizens; property without the United 
States. Property of a nonresident who 
was not a citizen of the United States at 
the time of his death is considered to be 
situated outside the United States if it 
is—

(a) Tangible personal property lo
cated outside the United States.

(b) Works of art owned by the de
cedent if they were—

(1) Imported into thé United States 
solely for exhibition purposes,

(2) Loaned for those purposes to a 
public gallery or museum, no part of the 
net earnings of which inures to the bene
fit of any private shareholder or indi
vidual, and

(3) At the time of the death of the 
owner, on exhibition, or en route to or 
from exhibition, in such a public gallery 
or museum.

(c) Written evidence of intangible 
personal property which is treated as be
ing the property itself, such as a bond 
for the payment of money, if it is not 
physically located in the United States.

(d) Obligations of the United States 
issued before March 1,1941, even though 
physically located in the United States, 
if the decedent was not engaged in busi
ness in the United States at the time of 
his death.

(e) Except as specifically provided 
otherwise in this section or in § 20.2104 -̂1, 
intangible personal property the written 
evidence of which is not treated as be
ing the property itself, if it is not issued 
by or enforceable against a resident of 
the United States or a domestic corpo
ration or governmental unit.

(f) Shares of stock issued by a corpo
ration which is not a domestic corpora
tion, regardless of the location of the 
certificates.

(g) Amounts receivable as insurance 
on the decedent’s life.

(h) Moneys deposited in the United 
States by or for the decedent with any 
person carrying on the banking business 
if the decedent was not engaged in busi
ness in the United States at the time of 
his death.

§ 20.2106 Statutory provisions; far- 
able estate.

Sec. 2106. Taxable estate—(a) Definition 
of taxable estate. For purposes of the tax 
imposed by section 2101, the value of the 
taxable estate of every decedent nonresident 
not a citizen of the United States shall be 
determined by. deducting from the value of 
that part of his gross estate which at the 
time of his death is situated in the United 
States—

(1) Expenses, losses, indebtedness, and 
taxes. That proportion of the deductions 
specified in sections 2053 and 2054 (other 
than the deductions described in the follow
ing sentence) which the value o f,such part 
bears to the value of his entire gross estate, 
wherever situated. Any deduction allowable 
under section 2053 in the case of a claim 
against the estate which was founded on a 
promise or agreement but was not contracted 
for an adequate and full consideration in 
money or money’s worth shall be allowable 
under this paragraph to the extent that it 
would be allowable as a deduction under 
paragraph (2) if such promise or agreement 
constituted a bequest.

(2) Transfers for public, charitable, and 
religious uses—(A) In general. The amount 
of all bequests, legacies, devises,- or trans
fers (including the interest which falls into 
any such bequest, legacy, devise, or trans«. 
fer as a result of an irrevocable disclaimer 
of a bequest, legacy, devise, transfer, or 
power, if the disclaimer is made before the 
date prescribed for the filing of the estate 
tax return) —

(i) To or for the use of the United States, 
any State, Territory, any political subdivision 
thereof, or the District of Columbia, for ex
clusively public purposes;

(ii) To or for the use of any domestic
corporation organized and operated exclu
sively for religious, charitable, scientific, 
literary, or educational purposes, including 
the encouragement of art and the prevention 
of cruelty to children or animals, no part 
of the net earnings of which Inures to the 
benefit of any private stockholder or individ
ual, and no substantial part of the activi
ties of which is carrying on propaganda, or 
otherwise attempting, to influence legisla
tion; or -v _

(iii) To a trustee or trustees, or a fraternal 
society, order, or association operating under 
the lodge system, but only if such contri
butions or gifts are to be used within the 
UnitecLStates by such trustee or trustees, Of 
by such fraternal society, order, or associa
tion, exclusively for religious, charitable, 
scientific, literary, or educational purposes, 
or for the prevention of cruelty to children 
or animals, and no substantial part of the 
activities of such trustee or trustees, or o 
such fraternal society, order, or association, 
is carrying on propaganda, or otherwise at
tempting, to influence legislation.

(B ) Powers of appointment. Property in
cludible in the decedent’s gross estate under 
section 2041 (relating to powers of appoint
ment) received by a donee described m 
paragraph shall, for purposes of this P® 
graph, be considered a bequest of s

ecedent. ’
(C ) Death taxes payable ou t o f oeques . 

E the tax imposed by section 2101, cir any 
state, succession, legacy, or tohe 
axes, are, either by the terms of ’
y the law of-the Jurisdiction under w 
he estate is administered, or by t b ^ w  “  
he jurisdiction imposing the particula 
o j w .  in TirVmlo nr in Dart out Of the De
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nuests legacies, or devises otherwise deducti
ble under this paragraph, then the amount 
deductible under this paragraph shall be the 
amount of such bequests, legacies, or devises 
reduced by the amount of such taxes.

(D) Limitation on deduction. The amount 
of the deduction under this paragraph for 
any transfer shall not exceed ;the value of 
the 'transferred property required to be 
Included in the gross estate.

(E) Disallowance of deductions in certain 
cases. For disallowance of certain charitable, 
etc., deductions otherwise allowable under 
this paragraph, see sections 504 and 681.

(P) Other cross references. (\J) For-op
tion as to time for valuation for purpose of 
deduction under this paragraph, see section 
2032.

(2) For exemption of bequests to or for 
benefit of Library of Congress, see section 
5 of the act of March 3,. 1925, as amended 
(56 Stat. 765; 2 U. S. C. 161).

(3) For construction of bequests for bene
fit of the library of the Post Office Department 
as bequests to or for the use- of the United 
States, see section 2 of the act of August 8, 
1946 (60 Stat. 924; 5 U. S. C. 393).

(4) For exemption of bequests for bene-
,flt of Office of Naval Records and Library, 
Navy Department, see section 2 of thè act 
of March 4, 1937 (50 Stat. 25; 5 U. S. C. 
419b). ~

(5) For exemption of bequests to or for 
benefit of National Park Service, see section 
5 of the act of July 10, 1935 (49 Stat. 478; 
16U.S.C. 19c).

(0) For construction of devises or bequests 
accepted by the Secretary of State under the 
Foreign Service Act of 1946 as devises or be
quests to or for the use of the United States, 
see section 1021 (e) of that act (60 Stat. 
1032; 22 U. S. C. 809).

(7) For construction of gifts or bequests 
of money accepted by the Attorney General 
lor credit to “Commissary Funds, Federal 
Prisons” as gifts or bequests to or for the 
use of the United States, see section 2 of the 
act of May 15, 1952, 66 Stat. 73, as amended 
by the act of July 9, 1952, 66 Stat. 479 (31 
0. S. C. 725S-4).

(8) For payment of tax on bequests'of 
United States obligations to the United 
States, see section 24 of the Second Liberty 
Bond Act, as amended (59 Stat. 48, § 4; 31 
U. S. C. 757e).

(9) For construction of bequests for bene
fit of or use in connection with the Naval 
Academy as bequests to or for the use of the 
United States, see section 3 of the Act of 
March 31, 1944 (58 Stati 135; 34 U. S. C. 
1115b). y

(10) For exemption of bequests for bene
fit of Naval'Academy Museum, see section 
4 of the Act of March 26, 1838 (52 Stat. 119; 
34 U. S. C. 1119).

(11) For exemption of bequests received 
oy National Archives Trust Fund Board, see 
action 7 of the National Archives Trust 
?und Board Act (55 Stat. 582; 44 U. S. C. SOOgg).

(3) Exemption. An exemption, of $2,000. 
|  (*>) Condition of allowance of deductions.

so deduction shall be allowed under para- 
graphs (1) and (2) of subsection (a) in the 

| of a nonresident not a citizen of the 
| united States unless the executor Includes 

© the return required to be filed under sec- 
I  value at the time of his death

to of gross estate of such non-
,.  sl“ent not situated in the United States, 

(c) United States bonds.. For purposes 
in s.eĉ on 2103, the value of the gross estate 
(determined as provided in section 2031) of 

ecedent who was not engaged in business 
b the United States at the time of his 
death—
thi n̂ Slla11 no* delude obligations issued by 

. ^ ed  States before March 1, 19^1; and 
tj ®kall include obligations issued by the 
“ tea States on or after March 1, 1941.

§ 20.2106-1 Estates of nonresidents 
not citizens; taxable estate; deductions in 
general, (a) Section 2106 (a) provides 
that the taxable estate of a nonresident 
who was not a citizen of the United States 
at the time of his death is determined by 
subtracting from the value of that part 
of his gross estate which, at the time of 
his death, is situated in the United States 
the total amount of the following 
deductions:
- (l)  The deductions allowed in the~case 
of estates of decedents who were citizens 
or residents of the United States under 
sections 2053 and 2054 (see §§ 20.2053-1 
through 20.2053-9 and § 20.2054-1) 
for expenses, indebtedness and taxes, and 
for losses, to the extent provided in 
§ 20.2106-2.

(2) A deduction computed in the same 
manner as th e . one allowed under sec
tion 2055 (see §§ 20.2055-1 through 
20.2055-4) for charitable, etc., transfers, 
except—-

(i) That the deduction is allowed only 
for transfers to corporations and asso
ciations created or organized in the

^United States, and to trustees for use 
within the United States, and

(ii) That the provisions contained in 
paragraph (c) (2) of § 20.2055-2 relating 
to termination of a power to consume 
are not applicable.

(3) An exemption of $2,000, unless a 
death tax convention provides for 
another amount, such as a prorated 
part of the exemption allowed in the 
case of estates of citizens and residents 
of the United States under section 2052.

(b) Section 2106 (b) provides that no 
deduction is allowed under paragraph
(a) d )  or (2) ''of this section unless

th e  executor discloses in the estate tax 
return the value of that part of the gross 
estate not situated in the United States. 
See § 20.2105-1. Such part must be 
valued as of the date of the decedent’s 
death, or if the alternate valuation 
method under section 2032 is elected, as 
of the applicable valuation date. No 
taiarital deduction under section 2056 is 
allowed.

(c) In connection with the provisions 
of section 2106 (c), see paragraph (a)
(3) of § 20.2104-1 and paragraph (d) of 
§ 20.2105-1.

§ 20.2106-2 Estates of nonresidents 
not citizens; deductions for expenses, 
losses, etc. (a) In computing the tax
able estate of a nonresident who was npt 
a citizen of the United States at the 
time of his death, deductions are allowed 
under sections 2053 and 2054 for ex
penses, indebtedness and taxes, and for 
losses, to the following extent:

(1) A pledge or subscription is deduc
tible if it is an enforceable claim against 
the estate and if it would constitute an 
allowable deduction under paragraph
(a) (2) of § 20.2106-1, relating to charit
able, etc., transfers, if it had been a 
bequest.

(2) That proportion of other deduc
tions under sections 2053 and ¿054 is 
allowed which the value of that part of 
the decedent’s gross-estate situated in 
the United' States at the time of his 
death bears to the value of the decedent’s 
entire gross estate wherever situated.

It is immaterial whether the amounts to 
be deducted were incurred or expended 
within or without the United States.
No deduction is allowed under this para
graph uniess the value of the decedent’s 
entire gross- estate is disclosed in the 
estate tax return. See paragraph (b) 
of § 20.2106-1. -

(b) In order that the Internal Rev
enue Service may properly pass upon the 
items claimed as deductions, the execu
tor should submit a certified copy of the 
schedule of liabilities, claims against the 
estate, and expenses of administration 
filed under any applicable foreign death 
duty act. If no such schedule was filed, 
the executoç should submit a certified 
copy of the schedule of these liabilities, 
claims and expenses filed with the foreign 
court in which administration was had. 
If the items of deduction allowable under 
section 2106 (a) (1) were not included 
in either such schedule, or if no such 
schedules were filed, then there should 
be submitted a written statement of the 
foreign executor coritaining a declara
tion that it is made under the penalties 
of perjury setting forth the facts relied 
upon as entitling the estate to the benefit 
of the particular deduction or deduc
tions.

(c) The'application of this section and 
of § 20.2106-1 may be illustrated by the 
following example:

Example. The decedent was a nonresident, 
not a citizen of the United States at "the time 
of his death. His gross estate, wherever sit
uated, amounts to $1,000,000, of which 
$200,000 (or 2p percént) represents the value 
of the property having its situs within the 
United States. The funeral expenses, admin
istration expenses, and claims against the 
estate aggregate $150,000, and there are 
charitable bequests, for use within the 
United States, amounting to $25,000. The 
decedent’s taxable estate is_ determined as 
follows :
That part of the entire gross estate

situated in the United States— - $200,000 
Deductions for expenses

and claims (20 percent
of $150,000)___________ $30, 000

Charitable deduction___ _ 25,000
Exemption______________  2, 000

-----------  _ 57,000

Taxable estate____________  143,000
For the manner of computing the tax on the 
taxable estate, see § 20.2001-2.

M iscellaneous

§ 20.2201 Statutory provisions; mem
bers of the Armed Forces dying during 
an induction period.

S e c . 2201. Members of the Armed Forces 
dying during an induction period. The ad
ditional estate tax as defined in section 
2011 (d) shall not apply to the transfer of 
the taxable estate of a citizen or resident of 
the United States dying during an induction 
period (as defined in sec. 112 (c) (5)),  while 
in active service as a member of the Armed 
Forces of the United States* if such dece- 
dent-r

(1) Was killed in action while serving in 
a combat zone, as determined under section 
112 (c); or

(2) Died as a result of wounds, disease, or 
injury suffered, while serving in a combat 
zone (as determined under section 112 (c)) ,  
and while in line of duty, by reason of a 
hazard to which he was subjected as an inci
dent of such service.
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§ 20.2201-1 Members of the Armed 

Forces dying during an induction pe
riod. (a) The additional estate tax as 
defined in section 2011 (d) does not apply 
to the transfer of the taxable estate of 
a citizen or resident of the United States 
dying during an induction period as de
fined in section 112 (c) (5) (see para
graph (b) of this section) and while in 
active service as a member of the Armed 
Forces of the United States, if the de
cedent—

(1) Was killed in action while serving 
in a combat zone, as determined under 
section 112 (c) (2) and (3) (see para
graph (c) of this, section), or

(2) Died as a result of wounds, dis
ease, or injury suffered while serving in 
such a combat zone and while in line of 
duty, by reason of a hazard to which he 
was subject as an incident of such 
service.

(b) Section 112 (c) (5) defines the 
term “induction period” as meaning any 
period, during which individuals are 
liable for induction, for reasons other 
than prior deferment, for training and 
service in the Armed Forces of the United 
States.

(c) Section 112 (c) (2) and (3) pro
vides that service is performed in d com
bat zone only—

(1) If it is performed in an area which 
the President of the United States has 
designated by Executive order for pur
poses of section 112 (c) as an area in 
which the Armed Forces of the United 
States are, or have, engaged in combat, 
and

(2) If it is performed on or after the 
date designated by the President by Ex
ecutive order as the date of the com
mencing of combatant activities in such 
zone and on or before the date desig
nated by the President by Executive or
der as the date of termination of com
batant activities in such zone. "

(d) If the official record of the branch 
of* the Armed Forces of which the dece
dent was a member at the time of his 
death states that^ the decedent was 
killed in action while serving in „a com
bat zone, or that death resulted from 
wounds or injuries received or disease 
contracted while in line of duty in a com
bat zone, this fact shall, in the absence 
of evidence establishing to the contrary, 
be presumed to be established for the 
purposes of the exemption. Moreover,' 
wounds, injuries or disease suffered while 
in line of duty will be considered to 
have been caused by a hazard to which 
the decedent was subjected as an inci
dent of service as a member of the 
Armed Forces, unless the hazard which 
caused the wounds, injuries, or disease 
was clearly unrelated to such service,

(e) A person was .in active service as 
a member of the Armed Forces of the 
United States if he was at the time of 
his death actually serving in such 
forces. A member of the Armed Forces 
in active service in. a combat zone who 
thereafter becomes a prisoner of war or 
missing in action, and occupies such 
status at death or when the wounds, dis
ease, or injury resulting in death were 
incurred,  ̂ is considered for purposes of 
this section as serving in a combat zone.

(f) The exemption from tax granted 
by section 2201 does not apply to the 
basic estate tax as defined in section 
2011 (d).

§ 20.2202 Statutory provisions; mis
sionaries in foreign service.

Sec. 2202. Missionaries in foreign service. 
Missionaries duly commissioned and serving 
under boards of foreign missions qf the vari
ous religious denominations in the United 
States, dying while in the foreign missionary 
service of such boards, shall not, by reason 
merely of their intention to permanently 
remain in such foreign service, be deemed 
nonresidents of the United States, but shall 
be presumed to be residents of the State, the 
District of Columbia, Alaska, or Hawaii 
wherein they respectively resided at the time 
of their commission and their departure for 
such foreign service.

§ 20.2202-1 Missionaries in foreign 
service. Section 2,202 provides that a 
duly commissioned missionary, dying 
while in foreign-missionary service under 
a board of foreign missions of a religious 
denomination in the United States, is 
presumed to have retained a United 
States residence (see paragraph (b) (1) 
of § 20.0-1) held at the time of his com
mission and departure for foreign serv
ice, in the absence of relevant facts other 
than his intention to remain perma
nently in such foreign service.

§ 20.2203 Statutory provisions; defini
tion of executor. > c : jp l /

Sec. 2203. Definition of executor. The 
term “executor” wherever it is used in this 
title in connection with the estate tax im
posed by this chapter means the executor 
or administrator of the decedent, or, if there 
is no executor or administrator appointed, 
qualified, and acting within the United 
States, then any person in actual or con
structive possession of any property of the 
decedent.

§ 20.2203-1 Definition of executor. 
The term ̂ ‘executor” means the executor 
or administrator of the decedent’ŝ  estate. 
However, if there is no executor or ad
ministrator appointed, qualified and act
ing within the United States, the term 
means any person in actual or construc
tive possession t f  any property of the 
decedent. The term “person in actual 
or constructive possession of any prop
erty of the decedent” includes, among 
others, the decedent’s agents and repre
sentatives; safe-deposit companies, ware
house companies, and other custodians 
of property in this country ; brokers hold
ing, as collateral, securities belonging to 
the decedent; and debtors of the dece
dent in this country.

§ 20.2204 Statutory provisions; dis
charge of executor from personal lia
bility.

Sec. 2204. Discharge of executor from per
sonal liability. N If the executor makes writ
ten application to the Secretary or hts dele
gate for determination of the amount of the 
tax and discharge from personal liability 
therefor, the Secretary or his delegate (as 
soon as possible, and in any event within 1 
year after the making of such application, 
or, if the application is made before the 
return is filed, then within 1 year after the 
return is filed, but not after the expiration 
of the period prescribed for the assessment 
of the tax in section 6501) shall notify the 
executor of the amount of the tax. The

executor, on payment of the amount of which 
he is notified, shall be discharged from per
sonal liability for any deficiency in tax there
after found to be due and shall be entitled 
to a receipt or writing showing such dis
charge.

§ 20.2204-1 Discharge of executor 
from personal liability. The executor 
of a decedent’s estate may make written 
application to the district director for 
the district in which the estate tax re
turn is filed for a determination of the 
Federal estate ~tax and discharge from 
personal liability therefor. Within one 
year after receipt of the application, or 
if the application is made before the 
return is filed then within one year after 
the return is filed, the executor will be 
notified of the-amount of the tax and, 
upon payment thereof, he will be dis
charged from personal liability for any 
deficiency in the tax thereafter found to 
be due. If no such notification is re
ceived, the executor is discharged at the 
end of such one year period from per
sonal liability for any deficiency there
after found to be due.

§ 20.2205 Statutory provisions; reim
bursement out of estate.

Sec. 2205. Reimbursement o u t o f estate. 
If the tax or any part thereof Is paid by, 
or collected out of, that part of the estate 
passing to or in the possession of any person 
other than the executor in his capacity as 
such, such person shall be entitled to reim
bursement out of any part of the estate 
still undistributed or by a just and equitable 
contribution by the persons whose interest 
in the estate of the decedent would have 
been reduced if the tax had been paid be
fore the distribution of the estate or whose 
interest is subject to equal or prior liability 
for the payment of taxes, debts, or other 
charges against the estate; it being the pur
pose and intent of this chapter that so far 
as is practicable and unless otherwise di
rected by the will of the decedent the tax 
shall be paid out of the estate before its 
distribution.

§ 20.2205-1 Reimbursement out of 
estate. If any portion of the tax is paid 
by or collected out of that part of the 
estate passing to, or in the possession of, 
any person other than the duly qualified 
executor or administrator, that person 
may be entitled to reimbursement, either 
out of the undistributed estate or by 
contribution from other beneficiaries 
whose shares or interests in the estate 
would have been reduced had the- tax 
been paid before distribution of the 
estate, or whose shares or interests are 
subject either to an equal or prior liabil
ity for the payment of taxes, debts, or 
other charges against .the estate. For 
specific provisions giving the executor 
the right to reimbursement from life in
surance beneficiaries and from recipients 
of property over which the decedent had 
a power of appointment, see sections 
2206 and 2207. These provisions, how
ever, are not designed to curtail the right 
of the district director to collect the tax 
from any person, or out of any property, 
liable for its payment. The district di
rector cannot be required to apportion 
the tax among the persons liable nor o 
enforce any right of reimbursement or 
contribution.
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§ 20.2206 Statutory provisions; liabil
ity of life insurance beneficiaries.

Sec. 2206. Liability of life insurance bene
ficiaries. Unless the decedent directs other
wise in" his will, if any part of the gross 
estate on which tax has been paid con
sists of proceeds of policies of insurance on 
the life of the decedent receivable*by a bene
ficiary other than the executor, the executor 
shall be entitled to recover from such bene
ficiary such portion of the total tax "paid 
as the proceeds of such policies bear to the 
sum of the taxable estate and the amount of 
the exemption allowed in computing the 
taxable estate, determined under section 
2051. If there is more than one such bene
ficiary, the executor shall be entitled to re
cover from such beneficiaries in the same 
ratio. In the ca&e of such proceeds receivable 
by the surviving spouse of the decedent for 
which a deduction is allowed under section 
2056 (relating to marital deduction), this 
section shall not apply to such proceeds ex
cept as to the amount thereof in excess of 
the aggregate amount of the marital de
ductions allowed under such section.

§ 20.2206-1 Liability of life insurance 
beneficiaries. With respect to the right 
of the district director to collect the tax 
without regard to the pro visions ,of sec
tion 2206, see § 20.2205-1.

§ 20.2207 Statutory provisions; liabil
ity of recipient of property over which 
decedent had power of appointment.

Sec. 2207. Liability of recipient of prop
erty over which decedent had power of ap
pointment. Unless the decedent directs 
otherwise in his will, if any part of the gross 
estate on which the tax has been paid consists 
of the value of property included in the 
gross estate under section 2041, the executor 
shall be entitled to recover from the person 
receiving such property by reason of the ex
ercise, nonexercise, or release of a power of 
appointment such portion of the total tax 
paid as the value of such property bears to 
the sum of the taxable estate and the 
amount of the exemption allowed in com
puting the taxable estate, determined under 
section 2052, or section 2106 (a), as the case 
may be. If there is more than one such 
person, the executor shall be entitled to re
cover from such persons in the same ratio. 
In the case of such property received by the 
surviving spouse of the decedent for which 
a deduction is allowed, under section 2056 
(relating to marital deduction), this section 
shall not apply to such property except as to 
the value thereof reduced by an amount 
equal to the excess of the aggregate amount 
of the marital deductions allowed under sec
tion 2056 over the amount of proceeds of 
Insurance upon the life of the decedent re
ceivable by the surviving spouse for which 
proceeds a marital deduction is allowed 
under such section.

£ 20.2207-1 Liability of recipient of 
property over which decedent had power 
of appointment. With respect to the 

W m  °f the district director to collect 
the tax without regard to the provisions 
of section 2207, see § 20.2205-1.

Procedure and Administration

'  ̂20.6001 Statutory provisions; notice 
regulations requiring records, state

ments, and special returns.
rem®? 6001. Notice or regulations requiring 
» ***» statements, and special returns.
thid ti+j618011 lia^le f°r ®ny tax imposed by 
kee tie, or for the collection thereof, shall 
inZ SU“ records> render such statements, 
rules JS?* returns, and comply with such 
deleoot Û reSht&tions as the Secretary or his 

Ç e may from time to time prescribe.
No. 123----- 9

Whenever in the Judgment of the Secretary 
or his delegate it is necessary, he may require 
any person, by notice served upon such per
son or by regulations, to make such returns, 
render such statements, or keep such records, 
as the Secretary or his delegate deems suffi
cient to show whether or not such person is 
liable for tax under this title.

§ 20.6001-1 Persons required to keep 
records and render statements, (a) It 
is the duty of the executor to keep such 
complete and detailed records of the 
affairs of the estate for which he acts as 
will enable the district director to deter
mine accurately the amount of the 
estate tax liability. All documents and 
vouchers used in preparing the estate 
tax return (§ 20.6018-1) shall be re
tained by the executor so as to be avail
able for inspection whenever required.

(b) In addition to filing a preliminary 
notice (see § 20.6036-1) and an estate 
tax return (see § 20.6018-1), the executor 
shall furnish such supplemental data as 
may be necessary to establish the correct 
estate tax. It is therefore the duty of the 
executor (1) to furnish, upon request, 
copies of any documents in his posses
sion (or on file in any court having 
jurisdiction over the estate) relating to 
the estate, appraisal lists of any items 
included in the gross estate, copies of 
balance sheets or other financial state
ments obtainable by him relating to the 
value of stock, and any other information 
obtainable by him that may be found 
necessary in the determination of the 
tax, and (2) to render any written state
ment, containing a declaration that it 
is made under penalties of perjury, of 
facts within his knowledge which th e  
district director may require for the pur
pose of determining whether a tax lia
bility exists and, if so, the extent thereof. 
Failure to comply with such a request 
will render the executor liable to pen
alties (see section 7269), and proceedings 
may be instituted in the proper court of 
the United. States to secure compliance 
therewith (see section 76C4).

(c) Persona having possession or con
trol of any records or documents con-, 
taining or supposed to contain any infor
mation concerning the estate, or having 
knowledge of or information about any 
fact or facts which have ajnaterial bear
ing upon the liability, or the extent of 
liability, of the estate for the estate tax, 
shall, upon request of the district di
rector, make disclosure thereof. Failure 
on the part of any person to comply with 
such request will render him liable to 
penalties ̂ (section 7269), and compliance 
with the request may be enforced in the 
proper court of the United States (sec
tion 7604).

(d) Upon notification from the-In
ternal Revenue Service, a corporation 
(organized or created in the united 
States) or its transfer agent is required 
to furnish the following information per
taining to stocks or bonds registered in 
the name of a nonresident decedent (re
gardless of citizenship): (1) The name 
of the decedent as registered; (2) the 
date of the decedent’s death; (3) the 
decedent’s residence and his place of 
death; (4) the names and addresses of 
executors, attorneys, or other represent
atives of the estate, within and without 
the United States; and (5) a description

of the securities, the number of shares 
or bonds and the par values thereof.

§ 20.6011 Statutory provisions; gen
eral requirement of return, statement, 
or list.

Sec. 6011. General requirement of return, 
statem ent, or list—(a) General rule. When 
required by regulations prescribed by the 
Secretary or his delegate any person made 
liable for any tax imposed by this title, or 
for the collection thereof, shall make a re
turn or statement according to the forms 
and regulations prescribed by the Secretary 
or his delegate. Every person required to 
make a return or statement shaU include 
therein the information required by such 
forms or regulations.

♦ * * * *
(c) Income, estate, and gift taxes. For 

requirement that returns of income, estate, 
and gift taxes be made whether or not there 
is tax liability, see sections 6012 to 6019, 
inclusive.

§ 20.6011-1 General requirement of 
return, statement, or list—(a) General 
rule. Every person made liable for any 
tax imposed by subtitle B of the Code 
shall make such returns 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 §§ 20.6018-1 
and 20.6036-1 may be obtained from dis
trict directors. The fact that an execu
tor has not been furnished with copies 
of these forms will not excuse him from 
filing a preliminary notice or making a 
return. Application for a form shall be 
made to the district director in ample 
time for the executor to have the form 
prepared, verified, and filed with the dis
trict director on or before the date pre
scribed for the filing thereof (see 
§§ 20.6071-1 and 20.6075-1). The exec
utor shall carefully prepare the pre
liminary notice and the return so as to 
set forth fully and clearly the data 
called for therein. A preliminary notice 
or a return which has not been so pre
pared will not be accepted as meeting 
the requirements of §§ 20.6018-1 through 
20.6018-4. and § 20.6036-1.

§ 20.6018 Statutory provisions; estate 
tax returns.

Sec. 6(518. Estate tax returns—(a) Returns 
by executor—(1) Citizens or residents. In 
all cases where the. gross estate at the death 
of a citizen or resident exceeds $60,000, the 
executor shall make a return with respect to 
the estate tax imposed by subtitle B.

(2) Nonresidents not citizens of the United 
States. In the case of the estate of every 
nonresident not a citizen of the United States 
if that part of the gross estate which is situ
ated in the United States exceeds $2,000, the 
executor shall make a return with respect to 
the estate tax imposed by subtitle B.

(b) Returns by beneficiaries. If the ex
ecutor is unable to make a complete return 
as to any part of the gross estate of the de
cedent, he shall include in his return a de
scription of such part and the name of every 
person holding a legal or beneficial interest 
therein. Upon notice from the Secretary or 
his delegate such person shaU in like manner 
make a return as to such part of the gross 
estate.,

§ 20.6018-1 Returns—(a) Estates of 
citizens or residents. A return must be 
filed on Form 706 for the estate of every
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citizen or resident of the United States 
whose gross estate exceeded $60,000 in 
value on the date of his death. The 
value of the gross è&tate at the date of 
death governs with respect to the filing 
of the return regardless of whether the 
value of the gross estate,is, at the exec
utor’s election, Anally determined as of 
a date'subsequent to the date of death 
pursuant to the provisions of section 
2032. Duplicate copies of the return 
are not required to be filed. For the 
contents of the return, see § 20,6018-3.

(b) Estates of( nonresidents not citi
zens. A return must be filed on Form 706 
or 706NA for the estate of every non
resident not a citizen if the value of the 
part of the gross estate situated in the 
United States exceeded $2,000 on the 
date of his death. Under certain condi
tions the return may be made only on 
Form 706. See the instructions on Form 
706NA for circumstances under which * 
that form may not be used. Duplicate 
copies of the return are not required to 
be filed. For the contents of the return, 
sèe § 20.6018-3.

(c) Place for filing. See A  20.6091-1
for the place where the return shall be 
filed. -

(d) Time for filing. See § 20.6075-1 
for the time for filing the return.

§ 20.6018-2 Returns; person required 
to file return. It is required that the duly 
qualified executor or administrator shall 
file the return. If there is more than 
one executor or administrator, the return 
must be made jointly by all. If there is 
no executor or administrator appointed, 
qualified and acting within the United 
States, every person in actual or con
structive possession of any property of 
the decedent situated in the United 
States is constituted an executor for pur
poses of the tax (see ,§ 20.2203-1), and is 
required to make and file a return. If in 
any case the executor is unable to make 
a complete return as to any part of the 
gross estate, he is required to give all the 
information lie  has as to such property, 
including a full description, and the 
name of every person holding a legal or 
beneficial interest in the property. If the 
executor is unable to. make a return as _ 
to any property, every person holding a 
legal or beneficial interest therein shall, 
upon notice from thex district director, 
make a return as to that part of thè gross 
estate. For „ delinquency penalty for 
failure to file return, see section 6651 and 
§ 301.6651-1 of this chapter (Regulations 
on Procedure and Administration). For 
criminal penalties for failure to file a 
return and filing a false or fraudulent 
return, see sections 7203, 7206, 7207, and 
7269.

§ 20.6018--3 Returns; contents of re
turns—(a) Citizens or residents. The 
return of an estate of a decedent who 
was a citizen or resident of the United 
States at the time of his death must 
contain an itemized inventory by sched
ule of the property constituting the gross 
estate and lists of the deductions under 
the proper schedules. The return shall 
set forth (1) the value of the gross es
tate (see §.§ 20.2031-1 through 20.2044-1), 
(2) the deduction claimed (see §§20.-
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2052-1 through 20.2056 (e )-3 l, (3) the 
taxable estate (see § 20.2051-1), and (4) 
the gross estate tax, reduced hy any cred
its (see §§ 20.2011-1 through 20.2014-6) 
against the tax. In listing upon the re
turn the property constituting the gross 
estate (other than household and per
sonal effects for which see § 20.2031-6), 
the description of it shall be such that 
the property may be readily identified for 
the purpose of verifying the value placed 
on it by the executor.

(b) Nonresidents not citizens. The 
return of an estate of a decedent who 
was not a citizen or resident of the United 
States at the time of his death must 
contain the following information: (1) 
An itemized list of that part of the gross 
estate situated in the United States (see 
§ 20.2104-1), (2) ah'itemized list of any 
deductions claimed (see §§ 20.2106-1 and
20.2106- 2), (3) the amount of the tax
able estate (see § 20.2106-1), and (4) the 
gross estate tax, reduced by any credits 
(see § 20.2102-1) against the tax. For 
the disallowance of certain deductions 
if the return does not disclose that part 
of the gross estate not situated,in the 
United States, see. §§ 20.2106-1 and
20.2106- 2.

(c) Provisions applicable to returns 
described in paragraphs (a) and (b) of 
this section. (1) A legal description 
shall be given of each parcel of real es
tate, and, if located in a city, the name 
of the street and number, it$j area, and, 
if improved, a short statement of the 
character of the improvements.

(2 ) ,A description of bonds shall in
clude the number held, principal amount, 
name of obligor, date of maturity,^ rate 
of interest, date or dates on which inter
est is payable, series number, if there is 
more than one issue, and the principal 
exchange upon which listed, or the prin
cipal business office of the obligor, if 
unlisted. A description of stocks shall 
include number of shares, whether com
mon or preferred, and, if preferred, what 
issue, par value, quotation at which re
turned, exact name of corporation, and, 
if the stock is unlisted,^ the location of 
the principal business, office and State in 
which incorporated and the date of in
corporation, or if the stock is listed, the 
principal exchange upon which sold. A 
description of notes shall include name 
of maker, date on which given, date of 
maturity, amount of principal, amount 
of principal unpaid, rate of interest and 
whether simple or compound, date to 
which interest has been paid and amount 
of unpaid interest. A description of the 
seller’s interest in land contracts shall 
include name of buyer, date of contract, 
description of property, sale price, initial 
payment, amounts of .installment pay
ments, unpaid balance of principal and 
accrued interest, interest rate and date 
prior to decedent’s death to which inter
est had been paid. ''

(3) A description of bank accounts 
shall disclose the name and 'address of 
depository, amount on deposit, whether 
a checking, savings,, or a time-deposit 
account, rate of interest, if any payable, 
amount of interest accrued and payable, 
and serial number. A description of life 
insurance shall give the name of the in

surer, number of policy, name of the 
beneficiary, and the amount^ of the 
proceeds.

(4) In describing an annuity, the 
name and address of the grantor of the 
annuity shall be given, or, if the annuity 
is payable out of a trust or other funds, 
such a description as will fully identify 
it. If the annuity is payable for a term 
of years, the duration of the term and 
the date on which it began shall be 
given, and if payable for the life of a 
person other than the decedent, the date 
of birth of such person' shall be stated. 
If the executor has not included in the 
gross estate the full value of an annuity 
or other payment described in section 
2039, he shall nevertheless fully describe 
the annuity and state its total purchase 
price and the amount of the contribu
tion made by each person (including the 
decedent’s employer) toward the pur
chase price. If the executor believes 
that any part of the annuity or other 
payment is excludable from the gross 
estate under the prqvisions of section 
2039, or for any other reason, he shall 
state in the return the reason for his 
belief.

(5) Judgments should be described by 
giving the title of the cause and the 
name of the court in which rendered, 
date of judgment, name and address of 
the judgment debtor, amount of judg
ment, and rate of interest to which sub
ject, and by stating whether any pay
ments have been made thereon, and, if 
so, when and in what amounts.

(6) If, pursuant to section 2032, the 
executor elects to have the estate valued 
at a date or dates subsequent to the 
time of the decedent’s death, there must 
be set forth on the return: (i) An item
ized description of all property included 
in the gross estate on the date of the 
decedent’s death, together with the value 
of each item as of that date; (ii) an item
ized disclosure 'of all distributions, sales, 
exchanges, and other dispositions of any 
property during the 1-year period after 
the date of the decedent’s death, together 
with the dates thereof; and (iii) the 
value of each item of property in accord
ance with the provisions of section 2032 
(see § 20.2032-1). Interest and rents 
accrued at the date of the decedent’s 
death and. dividends declared to stock
holders of record on or before the date 
of the decedent’s death and not collected 
at that date are to be shown separately. 
(See also paragraph (e) of § 20.6018—4 
with respect to documents required to be 
filed with the return.)

(7) All transfers made by the de
cedent, within 3 years before the date of 
his death of a value of $1,000 or more 
and\all transfers (other than outright 
transfers not in trust) made by the de
cedent at any time during his life of 
a value of $5,000 or more, exçept bona 
fide sales for an adequate and full con
sideration in money or money’s worth, 
must be disclosed in the return, whether 
or not the exécutor regards the trans
fers as subject to the tax. If the ex
ecutor believes that such a transfer is 
not subject to the tax, a brief statemen 
of the pertinent facts shall be made.
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§ 20.6018-4 Returns; documents to 
accompany the return, (a) A certified 
copy of the will, if the decedent died 
testate, must be submitted with the re
turn together with copies of such other 
documents as are required in Form 706 
and in the applicable sections of these 
regulations. There may also be filed 
copies of any documents which the ex
ecutor may desire to submit in explana
tion of the return,

(b) In the case of an estate of a non
resident citizen, the executor shall also 
file the following documents with the 
return: (1 )A  copy of any inventory of 
property and schedule of liabilities, 
riflims against the estate and expenses 
of administration filed with the foreign 
court of probate jurisdiction, certified 
by a proper official of the court; and (2) 
a copy of any return filed under any ap
plicable foreign inheritance, estate, 
legacy, or succession tax act, certified by 
a proper official of the foreign tax 
department.

(c) In the case of an estate of a non
resident not a citizen, the executor must 
also file with the return, but only if de
ductions are claimed, a copy of the inven
tory of property filed under the foreign 
death duty act; or, if no such inventory 
was filed, a certified copy of the inven
tory filed with the foreign court of pro
bate jurisdiction.

(d) For every policy of life insurance 
listed on the return, the executor must 
procure a statement, on Form 712, by the 
company issuing the policy and file it 
with the return.

(e) If, pursuant to section 2032, the 
executor elects to have the estate valued 
at a date or dates subsequent to the time 
of the decedent’s death, the executor 
shall file with the return evidence in 
support of any statements made by him 
in the return as to distributions, sales, 
exchanges, or other dispositions of prop
erty during the 1-year period which 
followed the decedent’s death. If the 
court having jurisdiction over the estate 
makes an order or decree of distribution 
during that period, a certified copy there
of must be submitted as part of the 
evidence. The district director may re
quire the submission of such additional 
evidence as is deemed necessary.

(f) In any case where a transfer, by 
trust or otherwise, was made by a written 
instrument, a copy thereof shall be filed 
with the return if (1) the property is in
cluded in the gross estate, or (2) ,the 
executor pursuant to the provisions of 
Paragraph .(c) (7) of § 20.6018-3 has 
made a disclosure of the transfer on the 
return but has not included its value in 
the gross estate in the belief that it is not 
?° ®cludible. If the written instrument 
is or public record, the copy shall be

or if it is not of record, the copy 
snail be verified. If the decedent was a 
nonresident not a citizen at the time of 
nis death, the copy may be either certi
fied or verified.

K the executor contends that the 
Property transferred by the 

owBaeni within a period of three years 
the date of the decedent’s 

. t1 s“0uld not be included in the gross 
late because he considers that the 
ansfer was not made in contemplation
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of death, he shall file with the return (1) 
a copy of the death certificate, and (2) 
a statement,, containing a declaration 
that it is made under the penalties of 
perjury, of all the material facts and cir
cumstances, including those directly or 
indirectly indicating the decedent’s 
motive in making the transfer and his 
mental and physical condition at that 
time. However, this data need not be 
furnished with respect to transfers of less 
than $1,000 in value unless requested by 
the district director.

§ 20.6036 Statutory provisions; notice ' 
of qualification as executor or receiver.

Sec. 6036. Notice of qualification as execu
tor or receiver.' Every receiver, trustee in  
bankruptcy, assignee for benefit of creditors, 
or other like fiduciary, and every executor 
(afe defined in section 2203), shall give notice 
of his qualification as such to the Secretary 
or his delegate in such manner and at such 
time as may be required by regulations of 
the Secretary or his delegate. The.Secretary 
or his delegate may by regulation provide 
such exemptions from the requirements of 
this section as the Secretary or his delegate 
deems proper.

§ 20.6036-1 Notice of qualification as 
executor—-.(a) Preliminary notice. A 
preliminary notice is required to be filed 
on Form 704 in the case of every citizen 
or resident of the United States whose 
gross estate exceeded $60,000 in value at 
the date of death, and on Form 705 in 
the case of every nonresident who is not 
a citizen if that part of his gross estate 
which was situated in the United States 
(see § 20.2104-1) exceeded $2,000 in value 
at the date of death. The value of the 
gross estate at the date of death governs 
with respect to the filing of the notice 
regardless of whether the value of the 

"gross estate is, at the executor’s election, 
finally determined as of a date subse
quent to the date of death pursuant tp  
the provisions of section 2032. If there 
is doubt as to whether the gross estate 
exceeds $60,000 or $2,000, as the case may 
be, the notice shall be filed as a matter 
of precautioA in order to avoid the possi
bility of penalties attaching. The pri
mary purpose of the notice is to advise 
the Internal Revenue Service of the ex
istence of taxable estates, and filing shall 
not be delayed beyond the period pro
vided for in § 20.6071-1 merely because of 
uncertainty as to the exact value'of the 
assets. The estimate of the gross estate 
called for by the notice shall be the best 
approximation of value which can be 
made within the time allowed. Dupli
cate copies of the preliminary notice are 
not required to be filed. For criminal 
penalties for failure to file a notice and 
filing a false or fraudulent notice, see 
sections 7203, 7207, and 7269. See 
§ 20.6091-1, for the place for filing the 
notice. See § 20.6071-1 for the time for 
filing the notice.

(b) Persons required to file. In the 
ease of an estate of a citizen or resident 
of. the United States the preliminary no
tice must be filed by the duly qualified 
executor or administrator, or if none 
qualifies within two months after the 
decedent’s death, by every person in ac
tual or constructive possession of any 
property of the decedent at or after the 
time of the decedent’s death. The sig
nature of one executor or administrator
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on the preliminary notice is sufficient. 
In the case of a nonresident not a citi
zen, the notice must be filed by every 
duly qualified executor or administrator 
within the United States, or if none qual
ifies within two months after the dece
dent’s death, by every person in actual or 
constructive possession of any property 
of the decedent at or after the time of 
the decedent’s death.

§ 20.6071 Statutory provisions; time 
for filing returns and other documents.

Sec. 6071. Time for filing returns and other 
documents—(a) General rule. When not 
otherwise provided for by this title, the Sec
retary or his delegate shall by regulations 
prescribe the time for filing any return, 
statement, or other document required by 
this title or by regulations.

*  *  # *  •

§ 20.6071-1 Time for filing of prelim
inary notice. If a duly qualified executor 
or administrator of the estate of a dece
dent who was a resident or a citizen of 
the United States qualifies within two 
months after a decedent’s death, or if a 
duly qualified executor or administrator 
of the estate of a nonresident not a citi
zen qualifies within the United States 
within two months after the decedent’s 
death, the preliminary notice required 
by § 20.6036-1/ must be filed within two 
months after his qualification. If no 
such executor or administrator qualifies 
within that period, the preliminary 
notice must be filed within two months 
of the decedent’s death.

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

Sec. 6075. Time for filing estate and gift 
tax returns—(a) Estate tax returns. Returna 
made under section 6018 (a) (relating to 
estáte taxes) shall be filed within 15 months 
after the date of the decedent’s death.

* * * * *
§ 20.6075-1 Returns; time for filing 

estate tax return. The estate tax return 
required by section 6018 must be filed on 
or before the due date. The due date is 
the date on or before which the return is 
required to be filed in accordance with 
the provisions of section 6075 (a) or the 
last day of the period covered by an 
extension of time granted by the district 
director as provided in § 20.6081-1. 
Unless an extension of time for filing has 
been granted, the due date is the day 
of the fifteenth calendar month after the 
decedent’s d e a t h  numerically cor
responding to the day of the calendar 
month on which death occurred, except 
that, if there is no numerically corres
ponding day in such fifteenth month, the 
last day of the fifteenth month is the 
due date. For example, if the decedent 
died on August 31, 1955, the due date is 
November 30, 1956. When the due date 
falls on Saturday, Sunday, or a legal 
holiday, the due date for filing the return 
is the next succeeding day which is not 
Saturday, Sqnday, or a legal holiday. 
For definition of a legal holiday, see sec
tion 7503 and §'301.7503-1 of this chap
ter (Regulations on Procedure and 
Administration). As to additions to the 
tax in the case of failure to file the return 
within the prescribed time, see section 
6651 and § 301.6651-1 bf this chapter 
(Regulations on Procedure and Adminis-
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tration). For rules with respect to the 
right to electsto have the property valued 
as of a date or dates subsequent to the 
decedent’s death, see § 20.2032-1, and 
section 7502 and § 301.7502-1 of this 
chapter (Regulations on Frerfcedure and 
Administration). >

§ 20.6081 Statutory provisions; ex
tension of time for filing returns,

Sec. 6081. Extension of time for filing re
turns— (a) General rule. T he Secretary or 
h is delegate m ay grant a reasonable exten sion  
of tim e for filing  any return, declaration, 
sta tem en t, or other d ocu m ent required by  
th is  t it le  or by regu lations. Except in  th e  
case o f taxpayers w ho are abroad, n o  su ch  
exten sion  sh a ll be for m ore th a n  6 m onth s. 

* < * * » *
(c) Postponement by reason of war. For 

tim e fór perform ing certain  acts postponed  
by reason of war, see section  7508.

§ 20.6081-1 Extension of time for fil
ing the return, (a) In case it is im
possible or impracticable for the exec
utor to file a reasonably complete return 
within 15 months from the date of death, 
the district director may, upon a show
ing of good and sufficient cause, grant 
a reasonable extension of time for filing 
the return required by section 6018. 
Unless the executor is abroad, the exten
sion may not be for more than six 
months from the date for filing provided 
by section 6075 (a). Therefore, unless 
the executor-is abroad, the due date for 
filing the return under any extension 
granted by a district director may not 
be later than 21 months from the date of 
the decedent’s death. The extension 
may, of course, be for a lesser period of 
time.

(b) The application for an extension 
of time for filing the return shall be 
Addressed to the district director for the 
district in which the return is to be filed, 
and must contain a full recital of the 
causes for the delay. It must be made 
before the expiration of the time within 
which the return otherwise must be filed. 
It shall, where possible, be made suffi
ciently early to permit the district di
rector to consider the matter and reply 
before what otherwise would be the due 
date of the return.

(c) A return as complete as possible 
must be filed before the expiration of the 
extension period granted. The return 
thus filed wiU'be the return required by 
section 601» (a) and any tax shown 
thereon will be the “amount detefmined 
by the executor as the tax” referred to 
in section 6161 (a) (2), or the^“amount 
shown as the tax by the taxpayer upon 
his return” referred to in section 6211 
(a) (1) (A). The return cannot be 
amended after the expiration of the ex
tension period although supplemental in
formation may subsequently be filed that 
may result in a finally determined tax 
different from the amount shown as the 
tax by the executor on the return. An 
extension of time for filing the return 
does not operate to extend the time for 
payment of the tax. See § 20.6151-1 for 
the-time for payment of the tax, and 
§§ 20.6161-1 and 20.6163-1 for extensions 
of time for payment of the tax.

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

Sec. 6091. Place for filing returns or other 
documents— (a) General rule. When *not 
otherwise provided for by this title, the Sec
retary or his delegate shall by regulations-pre- 
scribe the place for the filing of any return, 
declaration, statement, or other document, or 
copies ̂ thereof, required by this title or by 
regulations.

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

* * * * •
(3) Estate tax /returns. Returns of estate 

tax required Under section 6018 shall be made 
to the Secretary or his delegate in the in
ternal revenue district in" which was the 
domicile of the decedent at-the time of his 
death or, if there was no such domicile in 
an internal revenue district, then at such 
place as the Secretary or his delegate may 
by regulations prescribe?

* * * * *
§ 20.6091-1 Place for filing returns or 

other documents. If the decedent was a 
resident of the United States, the pre
liminary notice required by § 20.6036-1 
and the estate tax return required by 
§ 20.6018-1 must be filed with the dis
trict director in whose district the dece
dent had his domicile at the time of 
death. If the decedent was a nonresident 
(whether a citizen or not a citizen), the 
notice and the return must be filed with 
the office of the Director of Interna
tional Operations, Internal Revenue 
Service, Washington 25, D. C., or with 
such other office as the Commissioner 
may designate.

§ 20.6151 Statutory provisions; time 
and place for paying tax shown on re
turns.

Sec. 6151. Time and place for paying tax 
shown on returns—(a) General rule. Except 
as otherwise provided in this section, when 
a return of tax is required under this ti^le 
or regulations, the person required to make 
such return shall, withdut assessment or no
tice and demand from the .Secretary or his 
delegate, pay such tax to the .principal in 
ternal revenue officer for the internal revenue 
district in 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).. *  *  *  *  *

(c) Date fixed for payment of tax. In any 
case in which a tax is required to be paid 
on or before a certain date, or within a cer
tain period, any reference in this title to 
the date fixed for payment of such tax shall 
be deemed a reference to the last day fixed 
for such payment (determined without re
gard to any extension of time for paying the ̂  
tax).

§ 20.6151-1 Time and place for paying 
tax shown on the return—(a) General 
rule. The tax shown on the estate tax 
return is to be paid at the time and place 
fixed for filing the return (determined 
without regard to any extension of time 
for filing the return). For provisions re
lating to the time and place for filing 
the return, see §§ 20.6075-1 and 20.6091-1. 
For the duty of the executor to pay the 
tax, see § 20.2002-1.

(b) Extension of time for paying—(1) 
In general. For general provisions re
lating to extension of time for paying the 
tax, see § 20.6161-1.

(2) Reversionary or remainder inter
ests. For provisions relating to extension 
of time for payment of estate tax on the 
value of a reversionary or remainder in
terest in property, see § 20.6163-1.

(c) Payment with obligations of the 
United States. Treasury bonds of cer
tain issues which were owned by the de
cadent at the time of his death or which 
were treated as part of his gross estate 
under the rules contained in § 306.28 of 
Treasury Department Circular No. 300, 
Revised (31 CFR Part 306), may be re
deemed at par plus accrued interest for 
the purpose of payment of the estate tax, 
as provided in said section. Whether 
bonds of particular issues may be re
deemed for this purpose will depend on 
the terms of the offering circulars cited 
on the f^ce of the bonds. A current list 
of eligible issues may be obtained from 
any Federal reserve bank or branch, or 
from the Bureau of Public Debt, Wash
ington, D. C. See section 6312 and 
§§ 301.6312-1 and 301.6312-2 of this 
chapter (Regulations on Procedure and 
Administration) for provisions relating 
tó the payment of taxes with United 
States Treasury obligations.

(d) Receipt for* payment. For provi
sions relating to duplicate receipts for 
payment of the tax, see § 20.6314-1.

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

Sec. 6161. Extension of time for paying 
tax—(a) Amount determined by taxpayer on 
return— (1) General rule. The Secretary or 
his delegate, exceptúas otherwise provided in 
this title, may extend the time for payment 
of the amount of the tax shown, or required 
to be shown, onany return or declaration re
quired under authority of this title (or any 
installment thereof), for a reasonable,period 
not to exceed 6 months from the daté fixed 
for payment thereof. Such extension may 
exceed 6 months in the case of a taxpayer 
who is abroad.

(2) Estate tax. If the Secretary or his 
delegate finds that the payment on the due 
daté of any part of the amount determined 
by the executor as the tax imposed by chapter 
11 would result in undue hardship toythe 
estate, he may extend the time for payment 
for a reasonable period not in excess of 10 
yfears from the date fixed for payment of 
the tax.

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

* ~ * • * •
(2)“ In the“case of a tax imposed by chapter 

11, for a period not to exceed 4 years from the 
date otherwise fixed for payment of the 
deficiency.
An extension under this subsection may be 
granted only where it is shown to the satis
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment thereof will result 
in undue hardship to the taxpayer in the 
case of a tax imposed by chapter 1, to t e 
esta,te in the case of a tax imposed by chapter 
11, or to the donor in the case of a tax im
posed by chapter 12. No extension shall e 
granted if the deficiency is due to negli
gence, to intentional disregard of rules and 
regulations, or to fraud with intent to eva e 
tax.

♦
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§ 20.6161-1 Extension of time for 
paving tax shown on the return, (a) 
in any case in which the district direc
tor finds that payment, on the due date, 
of any part of the tax shown on the 
return would impose undue hardship 
upon the estate, he may extend the time 
for payment for a period or periods not 
to exceed one year for any one period 
and for all periods not to extend more 
than 10 years from the due date.

(b) The extension will not be granted 
upon a general statement of hardship. 
The term “undue hardship” means more 
than an inconvenience to the estate. It 
must appear that substantial financial 
loss, for example, due to the sale of prop
erty at a sacrifice price, will result to 
the estate from making payment of the 
tax at the due date. If a market exists, 
a sale of property at the current market 
price is not ordinarily considered as re
sulting in an undue hardship.

(c) An application for such an exten
sion must be in writing and must contain, 
or be supported, by, information in a 
written statement declaring that it is 
made under penalties of perjury, show
ing the undue hardship that would re
sult to the estate if the requested exten
sion were refused. The application, with 
the supporting information, must be 
filed with the district director. When 
received, it will be examined, and, if pos
sible, within 30 days will be denied, 
granted, or tentatively granted subject to 
certain conditions of which the executor 
will be notified. The district director will 
not consider an application for such an 
extension unless it is applied for on or 
before the due date for payment of the 
tax. If the executor desires to obtain an 
additional extension, it must be applied 
for on or before the date of the expiration 
of the previous extension. The granting 
of the extension of t,ime for paying the 
tax is discretionary with the district di
rector and his authority will be exercised 
under such conditions as he may deem 
advisable. - - p

(d) The amount of the tax for which 
an extension is granted, with the addi
tions thereto, shall be paid on or before 
the expiration of the period of extension 
without the necessity of notice and de
mand from the district director.

(e) The granting of an extension of 
time for paying the tax will not relieve 
the executor from the duty of filing the 
return on or before the date provided 
lor in § 20.6075-1, nor will it operate to 
prevent the running of interest. See sec - 
ion 6601. An extension of time to pay 
ne tax may extend the period within

State and foreign death taxes al- 
wed as a credit under sections 2011 and 

required to be paid and^ the 
, therefor claimed. See paragraph 

<0 of § 20.2011-1 and § 20.2014-6.
Jr, '̂0r Provisions requiring the fur- 

°t security for the payment of the 
«¡pp « wll*ch an extension is granted, 
*r. Paragraph (a) of § 20.6165-1. For 

' fn»^10118 b a tin g  to extensions of time 
rpvp^ymen  ̂ tax on the value of a 
D m S0nary or remainder interest in Property, see § 20.6163-1.

Extension of-time for pay- 
w h i o i in tax. (a) In any case in 

jf2 >tile district director finds that pay

ment, on the date prescribed therefor, 
of any part of a deficiency would impose 
undue hardship upon the estate, he may 
extend the time for payment for a period 
or periods not to exceed one year for any 
one period and for all periods not to ex
ceed four years from the date prescribed 
for payment thereof;

(b) The extension will not be granted 
upon a general statement of hardship. 
The term “undue hardship” means more 
than an inconvenience to the estate. It 
must appear that a substantial financial 
loss, for example, due to the sale of prop
erty at a sacrifice price, will result to the 
estate from making payment of the de
ficiency at the date prescribed therefor- 
If a market exists, a sale of property at 
the current market price is not ordinar
ily considered as resulting in an undue 
hardship. No extension will be granted 
if the deficiency is due to negligence or 
intentional disregard of rules and regu
lations or to fraud with intent to evade 
the tax.

(c) An application for such an exten
sion must be in writing and must con
tain, or be supported by, information in 
a written statement declaring that it is 
made under penalties of perjury showing 
the undue hardship that would result to 
the estate if the extension were refused. 
The application, with the supporting in
formation, must be filed with the district 
director. When received, it will be ex
amined, and, if possible, within thirty 
days will be. denied, granted, or tenta
tively granted subject to certain condi
tions of which the executor will be noti
fied. The district director will not con
sider an application for such an exten
sion unless it is applied for on or before 
the date prescribed for payment of the 
deficiency, as shown by the notice and 
demand from the district director. If the 
executor desires to obtain an additional 
extension, it must be applied for on or 
before the date of the expiration of the 
previous extension. The granting of the 
extension of time for paying the defi
ciency is discretionary with the district 
director.

(d) The amount of the deficiency for 
which an extension is granted, with the 
additions thereto, shall be paid on or 
before the expiration of the period of 
extension without the necessity of notice 
and demand from the district director.

(e) The granting of an extension o t  
time for paying the deficiency will not 
operate to prevent the running of in
terest. See section 6601. An extension 
of time to pay the deficiency may extend 
the period within which State and for
eign death taxes allowed as a credit un
der sections 2011 and 2014 are required 
to be paid and the credit therefor 
claimed. See paragraph (c) of § 20.2011- 
1 and § 20.2014-6.

(f) For provisions requiring the fur
nishing of security for the payment of 
the deficiency fpr which an extension is 
granted, see § 20.6165-1.

§ 20.6163 Statutory provisions; exten- 
tion of time for payment of estate tax on 
value of reversionary or remainder inter
est in property.

Sec. 6163. Extension of time for payment 
of estate tax on value of reversionary-of re
mainder interest in property—(a) Extension

permitted. If the value of a reversionary or 
remainder interest in property is included 
under chapter 11 in the value of the gross 
estate, the payment of the part of the tax 
under chapter 11 attributable to such in 
terest may, at the election of the executor, 
be postponed until 6 months after the ter
mination of the precedent interest or in
terests in the property, under such regula
tions as the Secretary or his delegate may 
prescribe.

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

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

§ 20.6163-1 Extension of time for pay
ment of estate tax on value of reversion
ary or remainder interest in property. 
(a) In case there is included in the gross 
estate a reversionary or remainder in
terest in property, the payment of the 
part of the tax attributable to that in
terest may, at the election of the execu
tor, be postponed until six months after 
the termination of the precedent in
terest or interests in the property. This 
provision is limited to cases in which the 
reversionary or remainder interest is in
cluded in the decedent’s gross estate as 
such and does not extend to cases in 
which the decedent creates future in
terests by his own testamentary act.

(b) Notice of the exercise of the elec
tion to postpone the payment of the tax 
attributable to a reversionary or re
mainder interest should be filed with the 
district director before the date pre
scribed for payment of the tax. The 
notice of election may be made in the 
form of a letter addressed to the district 
director. There shall be filed with the 
notice of election a certified copy of the 
will or other ipstrument under which the 
reversionary or remainder interest was 
created, or a copy verified by the executor 
if the instrument is not filed of record. 
The district director may require the 
submission of such additional proof as 
he deems necessary to disclose the com
plete facts. If the duration of the pre
cedent interest is dependent upon the 
life of any person, the notice of election 
must show the date of birth of that 
person.

(c) If the decedent’s gross estate con
sists of both a reversionary or remainder 
interest in property and other property, 
the tax attributable to the reversionary 
or remainder interest, within the mean
ing of this section, is an amount which 
bears the same ratio to the total tax as 
the value of the reversionary or remain* 
der interest (reduced as provided in the 
following sentence) bears to the entire 
gross estate (reduced as provided in the 
last sentence of this paragraph). In ap
plying this ratio, the value of the rever
sionary or remainder interest is reduced 
by (1) the amount of claims, mortgages, 
and indebtedness which is a lien upon 
such interest; (2) losses in respect of 
such interest during the settlement of 
the estate which are deductible under the 
provisions of section 2054 or section 2106 
(a) (1); (3) any amount deductible in 
respect of such interest under section 
2055 or 2106 (a) (2) for charitable, etc., 
transfers; and (4) the portion of the 
marital deduction allowed under the pro-
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visions of section 2056 on account of be
quests, etc., of such interests to the de
cedent’s surviving spouse. Likewise, in 
applying the ratio, the value of the gross 
estate is reduced by such deductions hav
ing similar relationship to the items 
comprising the gross estate.

(d) For provisions requiring the pay
ment of interest for the period of the ex
tension, see section 6601 (b). For pro
visions requiring the furnishing of 
security for the payment of the tax for 
which the extension is granted, see par
agraph (b) of § 20.6165-1. For provi
sions concerning the time within which 
credit for State and foreign death taxes 
oh such a reversionary or remainder in
terest may be taken, see section 2015 and 
the regulations thereunder.

§ 20.6165 Statutory provisions; "bonds 
where time to pay tax or deficiency has 
been extended.

Sec. 61667 Bonds where time to pay tax or 
deficiency has been extended. In the event 
the Secretary or his delegate grants any ex
tension of time within which to pay any tax 
or any deficiency therein, the'Secretary or his 
delegate may require the taxpayer to furnish 
a bond in such amount (not exceeding dou
ble the amount with respect to which the ex
tension is granted) conditioned upon the 
payment of the amount extended in accord
ance with the terms of such extension.

§ 20.6165-1 Bonds whère time to pay 
tax or deficiency has been extended■— 
(a) Extensions under section 6161 of 
time to pay tax or deficiency. If an ex
tension of time for payment of tax or de
ficiency is granted under section 6161, 
the district director may, if he deems it 
necessary, require the executor to furnish 
a bond for the payment of the amount 
in respect of which the extension is 
granted in accordance with the terms of 
thè extension. However, such bond shall 
not exceed double the amount with re
spect to which the extension is granted. 
For other provisions relating to bonds 
required where extensions of time to pay 
estate taxes or deficiencies are granted 
under section 6161, see the regulations 
under sections 6165 and 7Ì01 contained 
in Part 301 of this chapter (Regulations 
on Procedure and Administration).

(b) Extensions under section 6163 of 
time to pay estate tax attributable to re
versionary or remainder interests. As a 
prerequisite to the postponement of the 
payment of the tax attributable to a re
versionary or remainder interest as pro
vided in § 20.6163-1, a bond must be fur
nished in an amount which is double the 
amount of the tax and interest for the 
estimated duration of the precedent in
terest, conditioned upon the payment of 
the tax and interest accrued thereon 
within six months after the termination 
of the precedent interest. If after the 
acceptance of a bond it is determined 
that the amount of the tax attributable 
to the reversionary or remainder interest 
was understated in the bond, a new bond 
or a supplemental bond may be required, 
or the tax,'to the extent of the under
statement, may be collected. The bond 
must be conditioned upon the principal 
or surety promptly notifying the district 
director when the precedent interest ter
minates and upon the principal or surety 
notifying the district director during the

month of September of each year as to 
the continuance of the precedent inter
est, if the duration of the precedent 
interest is dependent upon the life or 
lives of any person or persons, or is other
wise indefinite. For other provisions re
lating to bonds where an extension of 
time has been granted for paying the tax, 
see the regulations under sections 6165 
and 7101 contained in Part 301 of this 
chapter (Regulations on Procedure and 
Administration).

§ 20.6314 Statutory provisions; re
ceipt for taxes.

Sec. 6 3 1 4 . Receipt for taxes—(a) General 
rule. T h e  S e c r e ta r y  o r  h i s  d e le g a t e  s h a l l ,  
u p o n  r e q u e s t ,  g iv e  r e c e ip t s  f o r  a l l  s u m s  c o l 
l e c t e d  b y  h im ,  e x c e p t in g  o n ly  w h e n  t h e  
s a m e  a r e  i n  p a y m e n t  fo r  s t a m p s  s o ld  a n d  
d e liv e r e d ;  b u t  n o  r e c e ip t  s h a l l  b e  i s s u e d  i n  
l i e u  b f  a  s t a m p  r e p r e s e n t in g  a  t a x .

( b )  Duplicate receipts for payment of 
estate taxes. T h e  S e c r e ta r y  o r  h i s  d e le g a t e  
s h a l l ,  u p o n  r e q u e s t ,  g iv e  t o  t h e  p e r s o n  p a y 
i n g  t h e  t a x  u n d e r  c h a p t e r  11 ( r e l a t in g  t o  t h e  
e s t a t e  t a x )  d u p l ic a t e  r e c e ip t s ,  e i t h e r  o f  
w h i c h  s h a l l  b e  s u f f ic ie n t  e v id e n c e  o £  s u c h  
p a y m e n t ,  a n d  s h a l l  e n t i t l e  t h e  e x e c u to r  t o  b e  
c r e d it e d  a n d  a l lo w e d  t h e  a m o u n t  t h e r e o f  b y  
a n y  c o u r t  h a v in g  j u r i s d ic t i o n  t o  p u d i t  o r  
s e t t l e  h i s  a c c o u n t s .

( c )  Cross references. * * *
(2 )  F o r  r e c e ip t  o f  d is c h a r g e  o f  e x e c u to r  

f r o m  p e r s o n a l  l i a b i l i t y ,  s e e  s e c t i o n  2 2 0 4 .

- § 20.6314-1 Duplicate receipts for 
payment of estate taxes. The district 
director will, upon request, give to the 
person paying ¿he tax duplicate receipts, 
either of which will be sufficient evidence 
of such payment and entitle the executor 
to be credited with the amount by any 
court haying jurisdiction to audit or 
settle his accounts.

§ 20.6321 Statutory provisions; lien 
for taxes.

Sec. 6 3 2 1 . Lien for taxes. I f  a n y  p e r s o n  
l i a b le  t o  p a y  a n y  t a x  n e g le c t s  o r  r e fu s e s  t o  
p a y  t h e  s a m e  a f t e r  d e m a n d ,  t h e  a m o u n t  
( in c l u d in g  a n y  in t e r e s t ,  a d d i t io n a l  a m o u n t ,  
a d d i t io n  t o  ta x ,  o r  a s s e s s a b le  p e n a l t y ,  t o 
g e t h e r  w i t h  a n y  c o s t s  t h a t  m a y  a c c r u e  i n  
a d d i t io n  t h e r e t o )  s h a U  b e  a  l i e n  i n  f a v o r  o f  
t h e  U n i t e d  S t a t e s  u p o n  a l l  p r o p e r ty  a n d  
r i g h t s  t o  p r o p e r ty ,  w h e t h e r  r e a l  o r  p e r s o n a l ,  
b e lo n g in g  t o  s u c h  p e r s o n i

§ 20.6321-1 Lien for taxes. For regu
lations concerning the lien for taxes, see 
§ 301.6321-1 of this chapter (Regulations 
on Procedure and Administration).

§ 20.6322 Statutory provisions p e r io d  
of lien.

Sec. 6322. Period of lien. U n le s s  a n o t h e r  
d a t e  i s  s p e c i f i c a l ly  f ix e d  b y  la w , t h e  l i e n  
im p o s e d  b y  s e c t i o n  6321 s h a l l  a r i s e  a t  t h e  
t i m e  t h e  a s s e s s m e n t  i s  m a d e  a n d  s h a l l  c o n 
t i n u e  u n t i l  t h e  l i a b i l i t y  f o r  t h e  a m o u n t  s o  
a s s e s s e d  i s  s a t i s f i e d  o r  b e c o m e s  u n e n f o r c e a b le  
b y  r e a s o n  o f  la p s e  o f  t im e .

§ 20.6323 Statutory provisions; valid
ity  against mortgagees, pledgees, pur
chasers, and judgment creditors.

Sec. 6 3 2 3 . Validity against mortgagees, 
pledgees, purchasers, and judgment credi
tors— ( a )  Invalidity of lien without notice. 
E x c e p t  a s  o t h e r w is e  p r o v id e d  i n  s u b s e c t i o n  
( c ) ,  t h e  l i e n  im p o s e d  b y  s e c t i o n  6 3 2 1  s h a l l  
n o t  b e  v a l id  a s  a g a in s t  a n y  mortgagee,” 
p le d g e e ,  p u r c h a s e r ,  o r  j u d g m e n t  c r e d it o r  
u n t i l  n o t i c e  t h e r e o f  h a s  b e e n  f i l e d  b y  t h e  
S e c r e ta r y  o r  h i s  d e le g a t e —

(1) Under State or territorial laws. In the 
office designated by the law of the State 
orTerritory in which the property subject to 
the lien is situated, whenever the State 
or Territory has by law designated an office 
within the State or Territory for the filing 
Of such notice; or

(2) With clerk of district court. In the 
office of the clerk of the United States dis
trict court for the judicial district in which 
the property subject to the lien is situated, 
whenever the State or Territory has not by 
law designated an office within the State 
or Territory for the filing of such notice; or

(3) With clerk of district court for District 
of Columbia. In the office of the clerk of the 
United States District Court for the District 
of Columbia, if the property subject to the 
lien is situated in the District of Columbia.

(b) Form of notice. If the notice filed pur
suant to subsection (a) (1) is in such form 
as 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.

(c) Exception in case of securities—(1) 
Exception. Even though notice of a lien pro
vided in section 6321 has been filed in the 
manner prescribed in subsection (a) of this 
section, the lien shall not be valid with 
respect to a security, as defined in paragraph 
(2) of this subsection, as against any mort
gagee, pledgee, or purchaser of such security, 
for an adequate and full consideration 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 
lien.

(2) Definition of security. As used in this 
subsection, the term “security” means any 
bond, debenture, note, or certificate or other 
evidence of indebtedness, issued by any cor
poration (including one issued by a govern
ment or political subdivision thereof), with 
interest coupons or in registered form, share 
of stock, voting trust certificate, or any cer
tificate of interest or participation in, 
certificate 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 
lien. If a notice of lien has been filed under 
subsection (a), the Secretary or his delégate 
is authorized to provide by rules or regula
tions the extent to which, and the condi
tions under which, information as to the 
amount of the outstanding obligation se
cured by the lien may be disclosed.

§ 20.6323-1 Validity against mort
gages, pledgees, purchasers, and judg
ment creditors. For regulations con
cerning < the validity of liens against 
mortgagees, pledgees, purchasers, and 
judgment creditors, see § 301.6323-1 of 
this chapter (Regulations on Procedure 
and Administration).

§ 20.6324 Statutory provisions; spe- 
ial liens for estate and gift taxes.
Sec,. 6324. Special liens for estate and gift 

axes— (a) Liens for estate tax. Except as 
therw ise provided in  subsection (c) (relat- 
ng to  transfers of securities) —

(1) Upon gross estate. Unless the estate 
ax im posed by ch ap ter 11 is sooner paid n 
ull, i t  shall be a  lien  for 10 years upon tne 
ross e sta te  of th e  decedent, except th a t s 
a r t  of th e  gross estate  as Is used for 
aym ent of charges against th e  estate 
xpenses of it® adm inistration , allowed oy 
ny co u rt having jurisd ic tion  thereof, sn
e divested of such lien. . «
(2) Liability of transferees and others- "  

he esta te  tax  imposed by chapter 11 "
»<» thon t.vift snouse, transierec,
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trustee (except the trustee of an employee’s 
trust which meets the requirements of sec
tion 401 (a)), surviving tenant, person in. 
possession of the property by reason of the 
exercise, nonexercise, or release of a power 
of appointment, or beneficiary, who receives, 
or has on the date of the decedent’s death, 
property included in the gross estate under 
sections 2034 to 2042, inclusive, to the extent 
of the value, at the time of the decedent’s 
death, of such property, shall be personally 
liable for such tax. Any part of such property 
transferred by (or transferred by a transferee 
of) such spouse, transferee, trustee, surviv
ing tenant, persoji in possession of property 
by reason of the exercise, nonexercise, or 
release of a power of appointment, or bene
ficiary, to a bona fide purchaser, mortgagee, 
or pledgee, for an adequate and full con
sideration in money or money’s worth shall 
be divested of the lien provided in para
graph (1) and a like lien shall then attach 
to all the property of such spouse, transferee, 
trustee, surviving tenant, person in posses
sion, beneficiary, or transferee of any such 
person, except any part transferred to a bona 
fide purchaser, mortgagee, or pledgee for an 
adequate and full consideration in money or 
money’s worth.

(3) Continuance after-discharge of execu
tor. The provisions of section 2204 (relating 
to discharge of executor from personal liabil
ity) shall not operate as a release erf any part 
of the gross estate from the lien for any 
deficiency that may thereafter be determined 
to be due, unless such part of the gross estate 
(or any interest therein) has been transferred 
to a bona fide purchaser, mortgagee, or 
pledgee for an adequate and full considera
tion in money, or money’s worth, in which 
case such part (or such interest) shall not 

- be subject to a lien or to any claim or de
mand for any such deficiency, but the lien 
shall attach to the consideration received 
from such purchaser, mortgagee, or pledgee 
by the heirs, legatees, devisees, or dis
tributees.

• • * -I * *
(c) Exception in case of securities. The 

lien imposed by subsection (a) or (b) shall 
not be valid with respect to a security, as 
defined in section 6323 (c) (2), as against 
any mortgagee, pledgee, or purchaser of any 
such security, 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 lien.
§ 20.6324-1 Special lien for estate tax. 

For regulations concerning the special 
lien for the estate tax, see § 301.6324-1 
of this chapter (Regulations on Proce
dure and Administration).

S 20.6325 Statutory provisions; re
lease of lien or partial discharge of 
property.

Sec. 6325. Release of lien or partial dis
charge of property—(a) Release of lien 
Subject to such rules or regulations as th< 
Secretary or his delegate may prescribe, thi 
Secretary or his delegate may issue a certifi
cate of release of any lien imposed witl 
respect to any internal revenue tax if—

(1) L ia b ility  satisfied or unenforceable 
S ecretary  or his delegate finds that th< 

“anility for the amount assessed, together 
«ith all interest in respect- thereof, has beer 
ally sa tis fied , has become legally unenforce- 

. °r>in the case of the estate tax imposec
7 c™Pt®r II or the gift tax imposed bj

vi* v ?  12* has been fully satisfied or provided for; or
« i 2LBond There is furnished t<
hv. 7®cretary or his delegate and acceptec 
uavmì.+ bond that is conditioned upon thi 
with 6 vi ,°* amount assessed, togethei 

an interest in respect thereof, withii

the time prescribed by law (including any 
extension of such tim e), and that is in ac
cordance with such requirements relating to  
terms, conditions, and form of the bond and 
sureties thereon, as may be specified by such 
rules or regulations.

(b) Partial discharge of property—(1) 
Property double the amount of the liability. 
Subject to such rules or regulations as the 
Secretary or his delegate may prescribe, the  
Secretary or his delegate may issue a certifi
cate of discharge of any part of the property 
subject to any lien imposed under this 
ehapter if the Secretary or his delegate finds 
that the fair market value of that part of 
such property remaining subject to the lien 
is at least double the amount of the unsatis
fied liability secured by such lien and the 
amount of all other liens upon such property 
which have priority to such lien.

(2) Part payment or interest of United 
States valueless. Subject to such rul^s or 
regulations as the Secretary or his delegate 
may'prescribe, the Secretary or his delegate 
may issue a certificate of discharge of any 
part of the property subject to the Hen if—

(A) There is paid over to the Secretary or
his delegate in part satisfaction of the lia
bility secured by the lien an amount deter
mined by the Secretary or his delegate, which 
shall not he less than the value, as deter
mined by the Secretary or his delegate, of the 
interest of the United States in the part to 
be so discharged, or t

(B) The Secretary or his delegate deter
mines at any time that the interest of the 
United States in the part to be so discharged 
has no value.
In determining the value of the interest of 
the United States in the part to ,be so dis
charged, the Secretary or his delegate shall 
give consideration to the fair market value 
of such part and to such liens thereon as 
have priority to the lien of the United States.

(c) Effect of certificate of release or partial 
discharge. A certificate of release or of par
tial discharge issued under th is section shall 
be held conclusive that the lien upon the 
property covered by the certificate is 
extinguished.

(d) Cross references. (1) For single bond 
complying with ih e  requirements of both 
subsection (a) (2) and section 6165, see 
section 7102.

(2) For other provisions relating to bonds, 
see generally chapter 73.

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

(4> For provisions relating to suits to dear 
title to realty, see section 7Ì24.

§ 20.6325-1 Release of lien or partial 
discharge of property; transfer certifi
cates in nonresident estates, (a) A trans
fer certificate is a certificate permitting 
the transfer of property of a nonresident 
decedent without liability. Except as 
provided in paragraph (b) of this sec
tion, no domestic corporation or its 
transfer agent should trahsfer stock reg
istered in the name of a non-resident 
decedent (regardless of citizenship) ex
cept such shares which have been sub
mitted for transfer by a duly qualified 
executor or administrator who has been 
appointed and is acting in the United 
States, without first requiring a transfer 
certificate covering all of the decedent’s 
stock of the corporation and showing 
that the transfer may be made without 
liabilty. Corporations, transfer agents 
of domestic corporations, transfer agents 
of foreign corporations (except as to 
shares held in the name of a nonresident 
decedent not a citizen of the United 
States), banks, trust companies, or. other 
custodians in actual or constructive pos

session of property, of such a decedent 
can insure avoidance of liability for taxes 
and penalties only by demanding and re
ceiving transfer certificates before trans
fer of property of nonresident decedents.

(b) A transfer certificate is not re
quired in the case of a nonresident dece
dent not a citizen of the United States 
if, as of the date of the decedent’s death, 
the total value of his gross estate sit
uated in the United States is not in ex
cess of $2,000. In this connection, a 
corporation, transfer agent, bank, trust 
company or other custodian will not in
cur liability for a transfer of the dece
dent’s property if the corporation or 
other person, having no information to 
the contrary, first receives from the ex
ecutor or other responsible person, who 
may be reasonably regarded as in pos
session of the pertinent facts, a state
ment that the total value, as of the date 
of the decedent’s death, of that part of 
his gross estate situated in the United 
States is not in excess of $2,000. Also, a 
transfer certificate is not required for 
bonds owned by a nonresident decedent 
who was not a citizen of the United 
States at the time of his death if it is 
shown that the bonds were not phys
ically situated in the United States at the 
time of his death.

(c) A transfer certificate will be issued
by the district director when ho is satis
fied that the tax imposed upon the estate, 
if any, has been fully discharged or pro
vided for. The tax will be considered 
fully discharged for purposes of the is
suance of a transfer certificate only 
when investigation has been completed 
and payment of the tax, including any 
deficiency finally determined, has been 
made. If the tax liability has not been 
fully discharged, transfer certificates 
may be issued permitting the transfer of 
particular items of property without 
liability upon the filing with the district 
director of such security as he may re
quire. No transfer certificate is required 
in an estate of a resident decedent. Fur
ther, in the qase of an estate of a 
nonresident decedent (regardless of cit
izenship) a transfer certificate is not 
required with respect to property which 
is being administered by tin executor or 
administrator appointed, qualified, and 
acting within the United States. For ad
ditional regulations under section 6325, 
see § 301.6325-1 of this chapter (Regu
lations on Procedure and Administra
tion). ,

§ 20.6601 Statutory provisions; inter
est on underpayment, nonpayment, or 
extensions of time for payment, of tax.

Sec. 6601. Interest on underpayment, non
payment, or extensions of time for payment, 
of tax—(a) General rule. If any amount of 
tax imposed by this title (whether required 
to be shown on a return, or to he paid by 
stamp or by some other method) is not'paid 
on or before the last date prescribed for pay
ment, interest on such amount at the rate of 
6 percent per annum shall be paid for the pe
riod from such last date to the date paid.

(b) Extensions of tim e for payment of 
estate tax. f t  the time for payment of an 
amount of tax Imposed by chapter f l  is ex
tended as provided in section 6161 (a> J2) or 
if postponement of the payment of an 
amount of such tax is permitted by section 
6163 (a), interest shall be paid at the rate



4596 RULES AND REGULATIONS
of 4 percent, In lieu of 6 percent as provided 
in subsection (a).

* . * * * #
§ 20.6601-1 I n t e r e s t  on underpay- 

fnent, nonpayment, or extensions of time 
for payment, of tax. For regulations 
concerning interest on underpayments, 
etc., see § 301.6601-1 of this chapter 
CRegulatons on Procedure and Admin
istration) . ’

§ 20.7101 Statutory provisions; form 
of bonds.

Sec. 7101. Form of bonds. Whenever, pur
suant to the provisions of this title (other 
than sections 7485 and 6803 (a) ( 1 ) ), or rules 
or regulations prescribed under authority of 
this title, a person is required to furnish a 
bond or security—

(1) General rule. Such bond or security 
shall be in such form and with such surety 
or sureties as may be prescribed by regula
tions issued by the Secretary or his delegate.

(2) United States bonds and notes in lieu 
of surety bonds. The person required to fur
nish such bond or security may, in lieu 
thereof, deposit bonds or notes of the United 
States as provided in 6 U. S. C. 15.

§ 20.7101-1 Form of bonds. See para
graph (b) of § 20.6165-1 for the form of 
the bond required in any case in which 
the payment of the tax attributable to a 
reversionary or remainder interest has 
been postponed under the provisions of 
§ 20.6163-1. For further provisions re
lating to bonds, see § 20.6165-1 and the 
regulations under sections 6165 and 7101 
contained in Part 301 of this chapter 
(Regulations on Procedure and Adminis
tration) .

§ 20.7404 Statutory provisions; au
thority to bring civil action for estate 
taxes.

Sec. 7404. Authority to bring civil action 
for estate taxes. If the estate tax imposed 
by chapter 11 is not paid on or before the 
due date ^hereof, the Secretary or his dele
gate shall proceed to collect the tax under 
the provisions of general law; or appropriate 
proceedings in the name of the United States 
may be commenced /in  any cou rt. of the 
United States having jurisdiction to subject 
the property of the decedent to be sold under 
the judgment or decree of the court. Prom 
the proceeds of such sale the amount of the 
tax, together with the costs and expenses of 
every description to be allowed by the court, 
shall be first paid, and the balance shall be 
deposited according to the order of the court, 
to be paid under its direction to the person 
entitled thereto. , This lection insofar as it 
applies to the collection of a deficiency shall 
be subject to the provisions of sections 6213 
and 6601.

P ar. 2. Section 301.6503 (e) of the Reg
ulations on Procedure and Administra
tion (26 CFR Part 301) is amended:

(A) By redesignating such section as 
§ 301.6503 (f).

(B) By redesignating subsection (e) 
of section 6503, set forth therein, as sub
section (f).

(C) By adding at the end of the sec
tion a historical note reading:
[Sec. 6503 (f) as redesignated by sec. 2, Act 
of Aug. 6, 1956 (Pub. Law 1011, 84th Cong„ 
70 Stat. 1075) ]

Par. 3. There is  inserted after 
§ 301.6503 (d )- l the following new sec
tion^

§ 301.6503 (e) Statutory provisions; 
suspension of running of period of limi
tation; certain powers of appointment.

Sec. 6 5 0 3 . Suspension of running of period 
of limitation. * * *

( e )  Certain powers of appointment. T h e  
r u n n i n g  o f  t h e  p e r io d  o f  l i m i t a t io n s  fo r  a s 
s e s s m e n t ,  o r  c o l l e c t i o n  o f  a n y  t a x  im p o s e d  
b y  c h a p t e r  11 s h a l l  b e  s u s p e n d e d  i n  r e s p e c t  
o f , t h e  e s t a t e  o f  a  d e c e d e n t  c l a im in g  a  d e d u c 
t i o n  u n d e r  s e c t i o n  205 5  ( b )  (2 )  u n t i l  3 0  d a y s  
a f t e r  t h e  e x p ir a t io n  o f  t h e  p e r io d  f o r  a s s e s s 
m e n t  o r  c o l l e c t i o n  o f  t h e  t a x  im p o s e d  b y  
c h a p t e r  11  o h  t h e  e s t a t e  o f  t h e  s u r v iv in g  
s p o u s e ,  r
[ S e c .  p503  ( e )  a s  a d d e d  b y  s e c .  2 , A c t  o f  A u g .  
6 , 1956  ( P u b .  L a w  1 0 1 1 , 8 4 t h  C o n g ., 7 0  S t a t .  
1 0 7 5 ) ]  (

§ 301.6503 (e ) - l  Suspension of fun
ning of period of limitation; certain 
powers of appointmenti Where the 
estate of a decedent is allowed an estate 
tax charitable deduction under the pre
visions of section 2055 (b) (2) (with re
spect to property over which the dece
dent’s surviving spouse was given a power 
of appointment exercisable in favor of 
charijtable organizations) subject to the 
later disallowance of the deduction if all 
conditions set forth in section 2055 (b) 
(2) are not complied with, the running 
of the period of limitation for assessment 
or collection of any estate tax imposed on. 
the decedent’s estate is suspended until 
30 days after the expiration of the period 
for assessment or collection of the estate 
tax Imposed on the estate Of the dece
dent’s sùrviving spouse.■'X- -

[seal] R ussell O. Harrington, 
Commissioner of Internal Revenue.

Approved: June 16,1958.
F red C. S cribner, Ji\,

Acting S ecretgry of the Treasury.
[F .  R . D o c . 5 8 -4 6 5 8 ;  P i le d ,  J u n e  2 3 , 1958;

8 : 4 5  a . m . ]

TITLE 7— AGRICULTURE
Chapter III— Agricultural Research 

Service, Department of Agriculture
Part 362—R egulations for Enforcement 

of F ederal Insecticide, F ungicide, and 
R odenticide Act

REVOCATION OF INTERPRETATION W IT H  RE
SPECT TO LABELING ~ OF INSECTICIDES  
CONTAINING BENZENE HEXACHLORIDE AND 
INTERPRETATION W IT H  RESPECT TO LABEL
ING OF INSECTICIDES CONTAINING DDT

Since the issuance, of Interpretation 14 
with respect to labeling of insecticides 
containing benzene hexachloride (7 CFR 
362.112) and Interpretation 16, as 
amended, with respect to labeling of 
insecticides containing DDT (7 CFR 
362.114) ̂ various changes in the produc
tion, use, and requirements as to the use, 
of benzene hexachloride and DDT have 
rendered these interpretations obsolete. 
At the timé these interpretations were 
issued benzene hexachloride and DDT 
were comparatively new insecticides, and 
there was some uncertainty as to the 
labeling requirements for them. The in
dustry has now had considerable experi
ence in the production and marketing of

these insecticides and it is felt that in
terpretations with respect to their label
ing are no longer needed. Therefore, 
pursuant to the authority vested in me 
by § 362.3 of the regulations (7 CFR 
362.3) upder the Federal Insecticide, 
Fungicide, and Rodenticide Act (7 U. S. C. 
135-135k), Interpretation 14 with respect 
to the labeling of insecticides containing 
benzene hexachloride and Interpretation 
16, as amended, with respect to labeling 
of insecticides containing DDT are re
voked effective upon publication of this 
document in the F ederal R egister.
( S e c .  6 , 61  S t a t .  168; 7  U . S . C. 135d)

Done at Washington, D. C., this 19th 
day of June 1958.

, [seal] E. D. Burgess,
'' Director,

Plant Pest Control Division.
[F . R . D o c . 5 8 -4 7 4 7 ;  F i le d ,  J u n e  23, 1958;

8 : 4 8  a . m .]

Chapter VII-—Commodity Stabiliza
tion S e r v i c e  (Farm Marketing 
Quotas and Acreage Allotments), 
Department of Agriculture 

P art 728—Wheat 
S ubpart— 1^59-60 Marketing Year

COUNTY ACREAGE ALLOTMENTS FOR 1959 
CROP OF WHEAT

The amendments herein have been de
termined in conformity with the provi
sions of section 334 of the Agricultural 
Adjustment Act of 1938, as amended. 
The purpose of this document is to an
nounce the corrected figure of the total 
acreage apportioned in the State of 
North Carolina and changes in the 
county reserve for appeals and correc
tions for the counties of Gove and Rus
sell in the State of Kansas and Cape 
May County, New Jersey, which were 
originally published in the F ed er a l  R eg
i s t e r  on May 29, 1958 (23 F. R. 3691). 
The 1959 farm wheat acreage allotments 
In  the three counties named above have 
been determined on the basis of the 
amended county reserve for appeals and 
corrections contained herein. Accord
ingly, it is hereby found that compliance 
with the public notice, procedure and 
effective date provisions of the Adminis
trative Procedure Act (5 U. S. C. 1003) 
is unnecessary and contrary to the public 
interest and the amendments herein 
shall become effective upon the date of 
their publication in the F e d e r a l  R eg
i s t e r .

Section 728.907 is amended by chang
ing the total acreage apportioned in the 
State of North Carolina to 296,356 acres 
and by changing the county reserve for 
appeals and corrections for the following 
three counties to read as follows:

AcresS' OQQ
G o v e  C o u n t y ,  K a n s a s ------------------------------ —
R u s s e l l  C o u n ty ,  K a n s a s -------------------- — -  „„
C a p e  M a y  C o u n ty ,  N e w  J e r se y — -------

(S e c .  3 7 5 , 52 S t a t .  66; 7  U . S . C. 1375. In te r 
p r e t s  o r  a p p l ie s  s e c .  3 3 4 , 52 S t a t .  54; 7 U . • • 
1 3 3 4 )



Tuesday, J une 24,1958
Done at Washington, D. C., this 18th 

day of June 1958. Witness my hand and 
the seal of the Department of Agricul
ture.

[seal! T rue D. Morse,
Acting Secretary.

»F R. Doe* 58-4751; Piled, June 23, 1958; 
8:49 a. m.]

Chapter VIII— Commodity Stabilize- , 
tion Service (Sugar), Department of 
Agriculture

Svbchapter B— Sugar Requirements and Quotas 
[Sugar Reg. 811, Arndt. 5]

Part 811—i-Continental S ugar R equire
ments and Area Quotas

requirements, quotas and quota deficits
FOR 1 9 5 8 ; MISCELLANEOUS AMENDMENTS

Basis and purpose. The purpose of 
Sugar Regulation 811 is to determine, 
pursuant to section 201 of the Sugar Act 
of 1948, as amended (hereinafter called 
the act>, the amount of sugar needed to 
meet the requirements of consumers in 
the continental United States for the 
calendar year 1958 and to establish, pur
suant to sections 202, 204 and 411 of the 
act sugar quotas and prorations for the 
supplying areas in terms of short tons 
of sugar, raw value, equal to the quantity 
determined by the Secretary of Agricul
ture to be needed in 1958. This regula
tion also establishes pursuant to section 
207 of the act the quantity of quota that 
may be filled by direct-consumption sug
ar and pursuant to section 208, quotas ■ 
of liquid sugar which may be entered 
into the continental United States.

The act requires that the Secretary 
shall revise the determination of sugar 
requirements at such times during the 
calendar year as may be necessary. It. 
now appears that an increase in the es
timate of requirements for the calendar 
year 1958 is necessary. The purpose of 
this amendment is to make such deter
mination conform to the requirements 
indicated on the basis of the factors spec
ified in s e c t i o n  201 of the act, as 
amended, and to give effect to the revised 
determination.

-  The purpose of this action, also, is to 
further amend § 811.4 (23 F. R. 2785, 
3252, 3512, 3654) to determine and pro
rate deficits in the quotas for Hawaii and 
Puerto Rico for sugar to be marketed in 
the continental United States in 1958 as 
established in § 811.2, as amended herein. 
It also adds a new § 811.5 for the purpose 
°f prorating to other foreign countries, 
nulfr ^ an Cuba and the Republic of the 
Philippines, the quantity by which the 
Quotas for Peru and Costa Rica exceed 
the import limitations established for 
them in § 811.9 (22 F. R. 10732).

Swfem 204 (a) of the act provides that 
the ¿secretary shall from time to time de- 
lermme whether any area will be unable 
to market its quota and prescribes the 
zann';r to which any deficit in a quota 

a c*omesWc area or Cuba is tube pro- 
° ^ er sttoh areas able to supply 

Jtoditiona1 sugar. Such section pro- 
tnvwf • ar*y deficit in any domestic 
v wracmS area occurring by reason of
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inability to market that part of the quota 
for such area alloted under the provisions 
of section 202 (a> (2) of the act, shall 
first be prorated to other domestic areas 
on the basis of the quotas then in effect, 
and the remainder of such deficit to be 
prorated to other domestic areas and 
Cuba on the basis of quotas then in effect.

The act also provides that the quota 
for any area as established under the 
provisions of section 202 shall not be re
duced by reason of any determination of 
a deficit.

-Jn order to afford sellers of sugar in 
affected areas an adequate opportunity 
to plan marketings and to market the 
additional sugar authorized by this7 
amendment, and thereby protect the 
welfare of consumers, it is essential that 
this amendment be made effective im
mediately. Therefore, it. is hereby de
termined and found that compliance 
with the notice, procedure and effective 
date requirements of the Administrative 
Procedure Act is unnecessary, impracti
cable and contrary to the public interest 
and the amendment herein shall become 
effective when published in the F ederal 
Register.

By virtue of the authority vested in the 
Secretary of Agriculture by the Sugar 
Act of 1948, as amended (61 Stat. 922, as 
amended) and the Administrative Pro
cedure Act C60 Stat. 237), §§«11.1, 811.2, 
811.3 and 811.4 of Sugar Regulation 811 
(22 F. R. 10732; 23 F. R. 2785, 3252, 3512, 
3654) are amended and a new § 811.5 is 
added to read as hereinafter set forth.

1. Section 811.1 is amended to read:
§ 811.1 Sugar requirements, 1958. 

The amount of sugar needed to meet the 
requirements of consumers in the conti
nental United States for the calendar 
year 1958 is hereby determined to be
9,000,000 short tons, raw value.

2. Section 811.2 is amended to read:
§ 811.2 Quotas f  or domestic areas. 

(a) For the calendar year 1958 quotas for 
sugar to be brought into or marketed for 
consumption in the continental United 
States from domestic areas are estab
lished in column (1) and the amounts of 
such quotas for óffshore areas that may 
be filled by direct-consumption sugar are 
established in column (2) as follows:

[Short tons, raw value]
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column (1) and the amount of each such 
quota that may be filled by direct-con
sumption sugar is established in column 
(2), as follows:

[Short tons, raw value].

Area Quota'
Direct-con
sumption

limit

Domestic beet sugar_______ 1,953,952 
601,250 

1,090,496 
1,140,253 

15,549

No limit 
Nolimit 

30,700 
133,064 0

Country Quota

(1)

Direct-con
sumption

limit
(2)

Republic of the Philippines... 980,000 59,920
Cuba_____ ___ __________ 3,001,295 375,000
Peru--------- --------------------- 78,207 9,560
Dominican Republic----------- 61,657 8,523
Mexico___ ______________ 44,409 15,481
Nicaragua_______________ li, 731 10,208
Haitl.^__ -______________ 6,179 6,170
Netherlands______________ 3,453 3,453
China___________________ 3,386 3,386
Panama____ ___________ 3,386 3,386
Costa Rica_______________ 3,381 3,381
Canada....... ....... ................... 631 631
United Kingdom__________ 516 516
Belgium...... ....... ....... ............ 182 182
British Guina------------------- 84 84
Hong Kong______________ 3" 3
All other countries_________ 0 0

4. Section 811.4 is amended to read:
§ 811.4 Determination and proration 

of area deficits and adjusted quotas—(a) 
Deficit in quotas established in § 811.2. It 
is hereby determined, pursuant to sub
section (a) of section 204 of the act, that 
for the calendar year 1958, Hawaii and 
Puerto Rico will be unable by 325,496 and 
325,253 short tons, raw value, of sugar, 
respectively, to market the quotas estab
lished for such areas in § 811.2.

(b) Quotas in effect upon proration of 
deficits in parts of quotas established 
pursuant to section 202 (a) (2>. The 
part of the deficits determined in para
graph (a> of this section applicable to 
that portion of the quotas in § 811.2 
established pursuant to the provisions of 
section 202 (a) (2) of the act, which 
amounts to 98,749 short tons, raw value, 
is hereby prorated on the basis of the 
quotas established in §811.2 to domestic 
areas to the extent each such area is 
able to supply additional quantities. The 
quotas for such areas in effect upon pub
lication of this paragraph in the F ederal 
Register shall be -those established in 
§ 811.2 plus the quantities prorated 
herein, asfcftlows:

[Short tons, raw valuel

Area Prorated
herein

Quotas in
cluding 

prorations 
herein

75,513
23,2360

2,029,468 
624,486 

1,090,496 
1,140,25300 15,549

(b) Of the quantity established in 
paragraph (a) of this section for Puerto 
Rico which may be filled by direct-con
sumption sugar, 126,033 short tons, raw 
value, may be filled only by sugar prin
cipally tif crystalline structure.

3. Section 811.3 is amended to read:
§ 811.3 Quotas for foreign countries.- 

For the calendar year 1958, quotas for 
sugar to be imported into the continental 
United States for consumption therein 
from foreign countries are established in

(c) Quotas in effect upon proration of 
deficits in part of quotas otherwise es
tablished. Immediately after the quotas 
established in paragraph (b) of this 
section become effective, the quantity by 
which the deficit determined in para
graph (a) of this section exceeds the 
quantity prorated in paragraph (b) of 
this-section, which amounts to 552,000 
short tons, raw value, is hereby prorated 
on the basis of the quotas in effect pur
suant to paragraph (b) of this section 
for domestic areas and pursuant to 
§ 811.3 for Cuba, to the domestic areas
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able to supply additional sugar and Cuba. 
Thereupon, the following quotas shall 
be in effect, such quotas consisting of 
those established in paragraph <b) of 
this section for domestic areas and In 
§ 811.3 for Cuba plus the quantities pro
rated in this paragraph:

[Short tons, raw value]

Area
Prorated
herein

Quotas 
including 
prorations 
herein and 
.in par. (b) 
of this sec

tion

198,093
60,955000

-• 292,952

2,227,558 
685,441 

1,090,496 
1,140,253 

15,549 
3,294,247

5. Section 811.5 is added to read:
§ 811.5 Proration of portions of quotas 

established in § 811.3 in excess of the 
limitations on importatidns established 
in § 811.9. It is hereby determined that 
for the calendar year 1958 Peru and 
Costa Rica will be unable by 22,619 and 
2,258 short tons,' raw value, respectively, 
to  fill their quotas as established in 
§ 811.3 because of the import limitations 
established in § 811.9 for countries which 
are not members of the International 
Sugar Agreement. Accordingly, the 
quantity by which Peru and Costa Rica 
will be unable to fill their quotas, 
amounting to 24,877 short tons, raw 
value, is hereby prorated to other for
eign countries, other than Cuba and the 
Republic of the Philippines, on the basis 
of their respective quotas as established 
in § 811.3. Thereupon, the following 
quotas shall be in effect, such . quotas 
consisting of the quantities prorated in 
this paragraph, in addition to the quotas 
established in § 811.3: s

[Short tons, raw value]

Area
Prorated

herein
Quotas

including
pro

rations
herein

Direct-
consump

tion
limits

Dominican Republic... 11,310 
8,146 
2,152 
1,134

72,967 
52,555

8,523 
15,481 
10,208 
7,313 
4,086
4.007
4.007 

747

13; 883 
7,313 
4,088 
4,007 
4,d07 

747

•633
621
621
116
95 611 611
33 215 215
15 99 991 4 4

All other. . .. . 0 0 0

STATEMENT OF BASES AND CONSIDERATIONS

Requirements. We are entering the 
period of heavy seasonal demand for 
sugar. Inventories of refiners and im
porters on the first of June were below 
those of the same date in 1957 and in
dications are that consumer inventories 
are moderate. The pressure to sell and 
ship sugar has diminished now that the 
harvesting season in the Caribbean Area 
is nearing completion. The market sit
uation as reflected by the wholesale price 
of sugar in New York continues strong.

In view of these facts the total-of 
sugar quotas is increased 100,000 tons to
9,000,000 short tons, raw value/

Quotas. The quotas established In 
§§ 811.2 and 811.3 were determined in ' 
compliance with the specific procedures 
provided in section 202 of the act for 
translating the total sugar requirements 
into quotas for individual areas and 
countries.

The amounts of the quotas which may 
be filled by direct-consumption sugar 
were established pursuant to section 207̂  
of the act, which specifies the Quantity 
for some countries and provides the pro
cedures for determining the others.

Deficits in the quotas for Hawaii and 
Puerto Rico are determined in § 811.4 
(a) on the basis of; the quotas for these 
areas as herein established in § 811.2, 
and the expectation that the total supply 
of sugar available for marketing in the 
continental United States from Hawaii 
will not exceed 765,000 short tons, raw 
value, and from Puerto Rico will not 
exceed 815,000 tons.

The Virgin Islands will not have a 
sufficient supply of sugar to participate 
in filling any part of the deficits herein 
determined. Accordingly, deficits of 
325,496 and 325,253 short tons, raw value, 
in the mainland quotas for Hawaii and 
Puerto Rico, respectively, are hereby de
termined, and pursuant to section 204
(a) of the act, 98,749 tons are prorated 
to domestic areas able to market addi
tional sugar on the basis of the quotas 
for such areas as established in § 811.2 
and 552,000 tons are prorated to such 
domestic areas and Cuba on the basis of 
the quotas in effect after proration of 
the 98,749 tons.

Pursuant to section 411 of the act the 
Secretary is authorized to issue such reg
ulations as may be necessary to carry out 
Article 7 of the International Sugar 
Agreement. Accordingly, limitations on 
the 1958 imports of sugar from Peru of 
55,588 tons and from Costa Rica of 1,123 
tons were established in § 811.9 (22 F. R. 
10732). The quotas established in § 811.3 
exceed such limitations by 22,619 tons for 
Peru and 2,258 tons for Costa Rica. The 
total of such quantities amounting to 
24,877 tons, is hereby prorated to other 
foreign countries, other than Cuba and 
the Republic of the Philippines, on the 
basis of the respective quotas as estab
lished in § 811.3, pursuant to section 204
(b) of the act. -
(Sec. 403, 61 Stat. 932; 7 U. S. C. 1153. Inter
prets or applies secs. 202, 204; 61 Stat. 924, 
925; 7 U. S. C. 1112, 1114)

Done at Washington, D. C., this 18th 
day of June 1958.

[ s e a l ] T rue D. Morse, 
Acting Secretary.

[P. R. Doc. 58-4760; Piled, June 23, 1958; 
8:49 a. m.]

TITLE 16— COMMERCIAL 
PRACTICES

Chapter I——Federal Trade Commission
[Docket 6972]

Part 13—D igest of Cease and D esist 
Orders

ALUM INUM  COOKING U TENSIL CO., INC .

Subpart—Advertising falsely or mis
leadingly: § 13.20 Comparative data or

merits; § 13.105 Individual’s special se
lection or situation; § 13.170 Qualities or 
properties of product or service; § 13.205 
Scientific or other relevant facts; § 13.280 
Unique nature or advantages. Subpart— 
Misrepresenting oneself and goods— 
Goods: § 13.1575 Comparative data or 
merits; § 13.1663 Individual’s special 
selection or situation; § 13.1710 Qualities 
or properties; % 13.1740 Scientific or other 
relevant facts; § 13.1770 Unique nature 
or advantages.
(Sec. 6, 38 Stat. 721; 15 TJ. S. C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended; 15 
U. S. C. 45) [Cease and desist order, The 
Aluminum Cooking Utensil Co., Inc., New 
Kensington, Pa., Docket 6972, May 21, 1958]

This proceeding was heard by a hear
ing examiner on the complaint of the 
Commission charging the manufacturer 
in New Kensington, Pa., of “Wear-Ever” 
aluminum cooking utensils, designed to 
employ the so-called “waterless” method 
of cooking, selling its products chiefly by 
representatives who gave demonstrations 
before groups of purchasers, with mis
representing the health benefits obtained 
by cooking with its utensils and their 
superiority over competitive products, 
and that potential customers were 
selected by its advertising department to 
receive a special gift, among other things.

Following acceptance of an agreement 
containing consent order, the hearing 
examiner made his initial decision and 
order to cease and desist which became 
on May 21 .the decision of the Commis
sion.

The order to cease and desist, as modi
fied by the Commission, is as follows:

It is ordered, That respondent Wear- 
Ever Aluminum, Inc., a corporation, for
merly The Aluminum Cooking Utensil 
Company, Inc., and its officers, and re
spondent’s representatives, agents, and 
employees, directly, or through any 

"corporate or other device, in connection 
with the offering for sale, sale, or dis
tribution in commerce, as “commerce” is 
defined in the Federal Trade Commission 
Act, of cooking utensils made of alumi- 

’ num, or any other product of substan
tially similar composition, design, con
struction, or purpose, do forthwith cease 
and desist from:

1. Representing, directly or by impli
cation:

(a) That the use of respondent’s 
utensils and the “waterless” method of 
cooking will promote or is conducive to 
better health when compared to other 
modern cooking utensils, namely, other 
utensils employing the “waterless’ 
method of cooking and those utensils 
known as pressure cookers and as steam
ers. However, nothing contained herein 
shall prevent respondent from repre
senting that more vitamins and minerals 
are retained in food cooked in their 
utensils and using the “waterless 
method of cooking than when cooked in 
other utensils requiring substantially 
larger quantities of water.

(b) That the use of respondent’s uten
sils and the “waterless” method of cook
ing will promote or is conducive to bet r 
health except in the cases of persons w o 
are deficient in the food elements w ic 
may be lost, damaged or destroyed



FEDERAL REGISTER 4599Tuesday, J  une 24,1958

other cooking methods or might be on 
the borderline. ; ;

(c) That the "waterless” method of 
cooking is peculiar to the use of re
spondent’s products.

(d) That the “waterless” method of 
cooking can only be accomplished in 
aluminum utensils.

(e) That less food is required to satisfy 
hunger when prepared in respondent’s 
utensils using the “waterless” method of 
cooking than when otherwise prepared.

(f) That the magnesium in food is 
"Nature’s Laxative” and if it is-boiled 
out of food, laxatives must be purchased 
at the drug store.

(g) That potential customers Mve 
been selected by the advertising depart
ment of Wear-Ever cookware to receive 
a special gift, unless such is the -fact.

2. Furnishing means òr instrumentali
ties to others by and through which they 
may mislead and deceive the public re
specting the matters set forth in para
graph 1 hereof. ;

By “Decision of the Commission”, etc., 
report of compliance was required as 
follows ;

It is further ordered That respondent, 
Wear-Ever Aluminum, Inc., a corpora
tion," formerly The Aluminum Cooking 
Utensil Company, Inc., shall, within 
sixty (60) days after service upon it. of 
this decision, file with the Commission a 
report, in writing, setting forth in detail 
the manner and form in which it has 
complied with the order contained in the 
aforesaid initial décision as modified.

Issued: May 21,1958.
By the Commission.

s [seal] R obert M. Parrish,
Secretary.

[P. R. Doe. 58-4742; Filed, June 23, 1058;
8:47 a. m.J

[Docket 7038]
Part 13—D igest op Cease and Desist 

Orders

NATIONWIDE CLOTHIERS, INC., El AL.
Subpart—Advertising falsely or mis

leadingly: § 13.155 Prices: Exaggerated 
as regular and customary. SubparW- 
Misbranding or mislabeling: § 13.1190 
Composition ; wool Products Labeling 
™t; § 13.1212 Formal regulatory and 
statutory requirements: Wool Products 
Labeling Act. Subpart—Neglecting, un- 
mrly or deceptively, to make material 
disclosure: § 13.1852 Formal regulatory 
ana statutory requirements: Wool Prod
ucts Labeling Act.
(Sec. 6, 38 Stat. 721; 15 U. S. C. 46. Inter 

°o apply sec- 5> 38 Stat. 719, as amendée 
SA-fta , '  54 Stat- 1128-H30; 15 U. S. C. 4i 
roia ) [Cease and desist order, Nation 
wiae ciöthiers, Ine. (New York, N. Y.), e 

DocI«it 7038, May 21,1958]
In the Matter of Nationwide Clothien 

a Corporation, A. B. Joffe Com 
r n?‘J nc-> a Corporation, and Alber 
ni* ii6 an r̂ ^uUus Blankstein, Indi 
™wally and us Officers of Said Cor 
Vorations

insPìÌv pr?Cee®nU was heard by a h ear- 
examiner on the complaint of the

Commission charging a manufacturer of 
men’s and boys* clothing, operating a 
national chain of some 30 retail stores 
and with main offices in Brooklyn and 
New York City, with violating the Wool 
Products Labeling Act by labeling as 
"100 Percent All Wool”, men’s sport 
coats which contained a substantial per
centage of non-wool fibers, by failing in 
other respects- to comply with the label
ing requirements of the act, and by mak
ing fictitious pricing claims for their 
garments in newspaper advertising.

Following acceptance of an agreement 
containing consent order, the hearing 
examiner made his initial decision and 
order to cease and desist which became 
on May 21 the decision of the Commis
sion.

The order to cease and desist is as 
follows:

It is ordered, That the respondents, 
Nationwide Clothiers, Inc., a corporation, 
and its officers, and A. B. Joffe Company, 
Inc., a corporation, and its officers, and 
Albert B. Joffe and Julius Blankstein, 
individually, and as officers of the afore
mentioned corporate respondents, and 
respondents’ representatives, agents and 
employees, directly or through any cor
porate or other device, in connection 
with the introduction or manufacture 
for introduction into, commerce, or the 
offering for sale/ sale, transportation or 
distribution in commerce, as “commerce” 
is defined in the Federal Trade Commis
sion Act, and the Wool Products Label
ing Act of 1939, of wool products, as 
such products are defined in and subject 
to the Wool Products Labeling Act of 
1939, do forthwith cease and desist from 
misbranding such products by:

1. Falsely or deceptively stamping, 
tagging, labeling or otherwise identifying 
such products as to the character or 
amount of the constituent fibers con
tained therein;

2. Failing to securely affix to or place 
on each such product a stamp, tag, label 
or other means of identification showing 
in a clear and conspicuous manner:

(a) The percentage of the total fiber 
weight of such wool product, exclusive of 
ornamentation not exceeding five per- 
centum of said total fiber weight, of (1) 
wool, (2 )-reprocessed wool, (3) reused 
wool, (4) each fiber other than wool 
where said percentage by weight of such 
fiber is five per centum or rriore, and (5) 
the aggregate of all other fibers ;

(b> The maximum percentage of the 
total weight of such wool products, of 
any non-fibrous loading, filling, or 
adulterating matter;

(c) The name or the registered 
identification number of the manufac-' 
turer of such wool product or of one or 
more persons engaged in introducing 
such wool product into commerce, or in 
offering for sale, sale, transportation, 
distribution or delivery for shipment 
thereof in commerce, as “commerce” is 
defined in the Wool Product^ Labeling 
Act of 1939;

3. Using abbreviated words or terms 
descriptive of fiber content on stamps, 
tags, labels or other means of identifica
tion attached to said wool products;

4. Failing to separately set forth on 
the required stamp, tag, label or other

means of identification, the character 
and amount of the constituent fibers 
contained in the interlinings of said wool- 
products;

5. Failing to attach a stamp, tag or 
label or other mark of identification 
containing the information required 
under section 4 (a) (2) of the Wool 
Products Labeling Act on each unit of 
multiple-piece garments.

It is f  urther ordered, That respondents 
Nationwide Clothiers, Inc., a corpora
tion, and its officers, and A. B. Joffe 
Company, Inc., a corporation, and its 
officers, and Albert B. Joffe and Julius 
Blankstein, individually, and as officers 
of the aforementioned corporate re
spondents, and respondents’,representa
tives, agents and employees, directly or 
through any corporate or other device, 
in connection with the offering for sale, 
sale or distribution of men’s or boys’ 
clothing or other merchandise in com
merce, as “commerce” is defined in the 
Federal Trade Commission Act, do 
forthwith cease and desist from repre
senting, directly or by implication, that 
certain amounts are the regular or usual 
retail price of their clothing, or other 
merchandise, when such amounts are in 
excess of the price at which the respond
ents have regularly or usually sold said 
clothing, or other merchandise, through 
their various retail stores.

By “Decision of the Commission”, etc., 
report of compliance was required as 
follows :

I t is ordered, That respondents named 
in the caption hereof shall, within sixty 
(60) days after service upon them of this 
order, file with the Commission a report 
in writing, setting forth in detail the 
manner ^,nd form in which they have 
complied with the order to cease and 
desist.

Issued: May 21, 1958.
By the Coqgmission.
[seal] R obert M. Parrish,

Secretary.
[F. R. Doc. 58-4743; Filed, June 23, 1958; 

8:47 a. m.]

TITLE 29— LABOR
Subtitle A— Office of the Secretary 

of Labor
[Child Labor Reg. 39] ,

Part 4—Child Labor R egulations, Or
ders and S tatements of Interpreta
tion

S ubpart B—Acceptance of S tate 
^ C ertificates

designation of states; extension of
EFFECTIVE DATE

Pursuant to the provisions of 29 CFR 
Part 4, Subpart A (Child Labor Regula
tion No. 1), the designation of the States 
enumerated in § 4.21 of 29 CFR Part 4, 
as States in which State age, employment 
or working certificates or permits shall 
have the same force and éffect as Fed
eral certificates of age under the Fair 
Labor Standards Act of 1938, as amended 
(52 Stat. 1060, as amended; 2p U. S. C. 
201 et seq.), is hereby extended/and shall


