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extends the period of reliance to grants, 
contributions, and distributions made 
before January 1, 1976. This will permit 
grantors, contributors, and distributors 
who make grants, contributions, and 
distributions during 1975 generally to 
rely upon the claimed public charity 
status of such organizations.

The Income Tax Regulations (26 CFR 
Part 1) are amended as follows:

1. Paragraph (b) (4) of § 1.508-1 is 
amended to read as follows:
§ 1.508—1' Notices.

* *  * * *

(b) Presumption that old and new or- 
ganizations are private foundations. * * *

(4) Effect of notice upon grantors or 
contributors to the filing organization. In 
the case of grants, contributions, or dis
tributions made prior to January 1,1976, 
any organization which has properly filed 
the notice described in section 508(b) 
prior to March 22,1973 will not be treated 
as a private foundation for purposes of 
making any determination under the in
ternal revenue laws with respect to a 
grantor, contributor or distributor (as for 
example, a private foundation distribut
ing all of its net assets pursuant to a sec
tion 507(b) (1) (A) termination) thereto, 
unless the organization is controlled di
rectly or indirectly by such grantor, con
tributor or distributor, if by the 30th day 
after the day on which such notice is 
filed, the organization has not been no
tified by the Commissioner that the no
tice filed by such organization has failed 
to establish that such organization is not 
a private foundation. See paragraph (b)
(6) of this section for the effect of an ad
verse 'notice by the Internal Revenue 
Service. For purposes of this subpara
graph, an organization which has proper
ly filed the notice described in section 508
(b) prior to March 22, 1973, and which 
has claimed recognition of its status un
der only one paragraph of section 509(a) 
in such notice, will be treated only for 
purposes of grantors, contributors or dis
tributors as having the classification 
claimed in the notice if the provisions 
of this subparagraph are otherwise 
satisfied.

Because this Treasury decision, ex
tends certain transitional rules and be
cause of the need for immediate guid
ance with respect to the provisions con
tained in the Treasury decision, it is 
found impracticable to issue it with no
tice and public procedure thereon under 
section 553 (b) of title 5 of the United 
States Code, or subject to the effective 
date of limitations of subsection (d) of 
such section.

(This Treasury decision is issued under 
the authority contained in section 7805 of 
the Internal Revenue Code of 1954 (68A 
Stat. 917; 26 U.S.C. 7805).)

[seal] D onald C. Alexander, 
Commissioner of 
Internal Revenue.

Approved: December 31,1974.
F rederic W. H ickman,

Assistant Secretary of the 
Treasury.

[PR Doc.75-438 Piled l-6-75;8:45 am]

[TX>. 7341]
PART 3— CAPITAL CONSTRUCTION FUND 

Deposits
This document contains proposed 

amendments to the regulations in § 3.1 
of Fart 3 of 26 CFR Chapter I  dealing 
with capital construction funds under 
section 607 of the Merchant Marine Act, 
1936 (46 U.S.C. 1177), as amended by 
section 21 (a) of the Merchant Marine 
Act of 1970 (Pub. L. 91-469, 84 Stat. 
1026). The present regulations were pub
lished on December 31, 1970 (T.D. 7082), 
and amended by further regulations pub
lished on June 5, 1971 (T.D. 7124), De
cember 30, 1971 (T.D. 7156), November 
10, 1972 (T.D. 7219), December 30, 1972 
(T.D. 7245), and January 2, 197.4 (T.D. 
7303).

The outstanding regulations, as 
amended, provide transitional rules for 
the execution of capital construction 
fund agreements (between citizens of the 
United States owning or leasing one or 
more vessels defined by the Act to be 
eligible and the Secretary of Commerce) 
and the deposit of funds under such 
agreements for taxable years beginning 
during 1970, 1971, 1972, and 1973. As a 
general rule, those outstanding regula
tions provide that the agreement must be 
executed and entered into on or prior to 
the due date, with extensions, for the 
filing of the tax return in order to be 
effective for the year to which that re
turn relates. Deposits must also be made 
on or before that date, or within 60 days 
after the date of execution of the agree
ment, whichever is later, in order to be 
effective for such taxable year.

For taxable years beginning during 
1970 and 1971, special rules applied to 
extend the time within which an effec
tive agreement could have been executed 
and entered into, and within which de
posits could have been made. Tiñese spe
cial rules are contained in § 3.1 (b) and
(c) of Part 3 of 26 CFR Chapter I.

This document would further amend 
the regulations by extending the rules 
established by the outstanding regula
tions, as amended, to taxable years be
ginning during 1974.

The regulations are effective until the 
issuance of final regulations to bp pre
scribed by the Commissioner of Internal 
Revenue and approved by the Secretary 
or his delegate and prescribed by the 
Secretary of Commerce or his delegate. 
These regulations have been issued 
jointly by the Secretary of the 
Treasury and the Secretary of Com
merce and also appear under 46 CFR 
Part 390 (Maritime) and 50 CFR Part 
259 (Fisheries).

In order to extend the provisions of 
the regulations under section 21 (a) of 
the Merchant Marine Act of 1970 to tax
able years beginning in 1974, § 3.1 of 
Chapter I of 26 CFR is amended by re
vising so much of such § 3.1 as precedes 
paragraph (a) thereof and by revising 
paragraph (d) thereof as follows:
§3.1 Capital construction fund.

In  the case of a taxable year of a tax
payer beginning after December 31,1969, 
and before January 1, 1975, the rules

governing the execution of agreements 
and deposits under such agreements 
shall be as follows:

* * * * *
(d) Nothing in this section shall alter 

the rules and regulations governing the 
timing of deposits with respect to exist
ing capital and special reserve funds or 
with respect to the treatment of de
posits for any taxable year or years other 
than a taxable year or years beginning 
after December 31, 1969, and before 
January 1, 1975.

Because of the need for immediate 
guidance with respect to the provisions 
contained in this Treasury decision, it 
is found impracticable to issue it with 
notice and public procedure thereon un
der subsection (b) of section 553 of title 
5 of the United States Code or subject 
to the effective date limitation of sub
section (d).

(This. Treasury decision is issued under 
the authority contained in section 607 of the 
Merchant Marine Act, 1936 (46 U.S.C. 1177) 
as amended by section 21 (a) of the Mer
chant Marine Act of 1970 (84 Stat. 1026), 
and under the authority contained in sec
tion 7805 of the Internal Revenue Code of 
1954 (68A Stat. 917; 26 U.S.C. 7805).)

[seal] D onald C. Alexander,
Commissioner of 
Internal Revenue.

Approved: December 31, 1974.
F rederic W. H ickman,

Assistant Secretary of the 
Treasury.

R obert W. W hite,
Administrator, National Oceanic 

and Atmospheric Administra
tion.

R obert J. B lackwell,
Assistant Secretary of Commerce 

for Maritime Affairs.
[FR Doc.75-439 Filed 1-6-75; 8 :45 am]

[T.D. 7340]
INCOME, ESTATE AND GIFT TAX

Charitable Deduction for Contributions, Be
quests, or Gifts of Guaranteed Annuity 
Interests or Unitrust Interests
By a notice of proposed rule making 

appearing in the F’ederal R egister on 
April 2, 1971 (36 FR 6082), amendments 
to the Income Tax Regulations (26 CFR 
P a rt 1) were proposed in order to con
form those regulations to section 201 (a), 
relating to charitable contributions, and 
section 201 (f ), relating to bargain sales 
to a charitable organization, of the Tax 
Reform Act of 1969 (Pub. L. 91-172, 83 
Stat 549, 564). So much of those pro
posed regulations as was contained in 
§ 1.170A-6 (c) (2), relating to the defi
nition of annuity trust interest and uni
trust interest, was withdrawn, and an 
amendment in lieu of the withdrawn 
portion was proposed, by a notice of 
proposed rule making appearing in the 
F ederal R egister on April 21, 1972 (37 
FR 7890). The purpose of the amendment 
of the Income Tax Regulations proposed 
on April 21, 1972, was to conform to cor-
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responding provisions in the proposed 
amendment of the Gift Tax Regulations 
(26 CFR Part 25) contained in § 25.2522
(c)-3 (c) (2) (v) and (vi), as published 
in the Federal R egister on April 21,1972 
(37 FR 7900), with notice of proposed 
rule making.

The proposed amendment of § 25.2522
(c) -3 (c) (2) (v) and (vi) was adopted 
with certain changes by T.D. 7318, as 
published in the F ederal R egister on 
July 11,1974 (39 FR 25459). Consistently 
with those changes, and after considera
tion of all such relevant matter as was 
presented by interested persons regard
ing the amendment of the Income Tax 
Regulations proposed on April 21, 1972, 
that amendment is adopted by this docu
ment, subject to certain changes.

The rules on annuity trust interests 
and unitrust interests have been revised 
by changing the term “annuity trust in
terest” to “guaranteed annuity interest” 
and by making clear that an individual 
whose life determined the payment of a 
guaranteed annuity interest must be liv
ing a t the date of contribution, and to 
permit selection of valuation dates in the 
case of a unitrust interest. In  addition, 
the rules on payments by a split-interest 
trust for private purposes have been re
vised to eliminate their application to 
payments of guaranteed annuities or 
unitrust amounts for a private purpose, 
provided, however, that the obligation to 
pay the guaranteed annuity or unitrust 
amount for a  charitable purpose begins 
as of the date of creation of the trust 
and that the obligation to pay the guar
anteed annuity or unitrust amount for a 
private purpose does not precede in point 
of time the obligation to pay any guaran
teed annuity or unitrust amount for a 
charitable purpose and provided that the 
governing instrument of the trust does 
not provide for any preference or pri
ority in respect of any payment for a 
private purpose as opposed to any pay
ment for a charitable purpose. In addi
tion, new examples have been added to 
§ 1.170A-6 and certain technical changes 
have been made in that section. Very 
minor technical changes have also been 
made in §§ 1.170A-1 and 1.170A-10 of 
the Income Tax Regulations. Changes 
have also been made to correct an error 
in the statement of facts in example (3) 
in f 20.2055-2(f) (2) (iv) of the Estate 
Tax Regulations and in § 25.2522(c)-3
(d) (2) (iv) of the Gift Tax Regulations.

In view of the foregoing, the amend
ment of the regulations as proposed is 
hereby adopted, subject to the changes 
set forth below:

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

1. Section 1.170A-1 is amended by de
leting subparagraph t8) of paragraph
(h) and by redesignating subparagraphs 
(9), (10), and (11) of paragraph (h) as 
subparagraphs (8), (9), and (10), re
spectively.

2. The amendment of § 1 J.70A-6, as 
set forth in the notice of proposed rule 
making, is changed by adding amend
ments of paragraph (c)(1), paragraph

(c) (3) (i), (ii), and (iii), examples (1) 
and (3) (a) in paragraph (c) (5)< and 
paragraph (d) (3), and by revising para
graph (c)(2), as follows:
§ 1.170A—6 Charitable contributions in

trust.
♦  ♦  *  *  ♦

(c) Charitable contribution of an in
come interest in trust—(1) In general. 
No deduction is allowed under section 
170 for the fair market value of a chari
table contribution of an income interest 
in property which is less than the donor’s 
entire interest in the property and which 
the donor transfers in trust unless the 
income interest is either a guaranteed 
annuity interest or a unitrust interest, 
as_defined in paragraph (c)(2) of this 
section, and the grantor is treated as the 
owner of such interest for purposes of 
applying section 671, relating to grantors 
and others treated as substantial owners. 
See section 4947(a) (2) for the applica
tion tor such income interests in trust 
of the provisions relating to private 
foundations and section 508(e) for rules 
relating to provisions required in the 
governing instruments.

(2) Definitions. For purposes of this 
paragraph—

(i) Guaranteed annuity interest. (A) 
An income interest is a  “guaranteed an
nuity interest”, only if it is  an irrevoc
able right pursuant to the governing in
strument of the trust to receive a guar
anteed annuity. A guaranteed annuity is 
ah arrangement under which a determi
nable amount is paid periodically, but 
not less often than annually, for a spe
cified term or for the life or lives of an 
individual or individuals, each of whom 
must be living at the date of transfer 
and can be ascertained at such date. For 
example, the annuity may be paid for 
the life of A plus a term of years. An 
amount is determinable if the exact 
amount which must be paid under the 
conditions specified in the governing in
strument of the trust can be ascertained 
as of the date of transfer. For example, 
the amount to be paid may be a stated 
sum for a term, or for the life of an in
dividual, a t the expiration of which it 
may be changed by a specified amount, 
but it may not be redetermined by refer
ence to a fluctuating index such as the 
cost of living index. In further illustra
tion, the amount to be paid may be ex
pressed in terms of a fraction or per
centage of the cost of living index on the 
date of transfer.

(B) An income interest is it guaran
teed annuity interest only if it is a guar
anteed annuity interest in every respect. 
For example, if the income interest is 
the right to receive from a trust each 
year a payment equal to the lesser of a 
sum certain or a fixed percentage of the 
net fair market value of the trust assets, 
determined annually, such interest is not 
a guaranteed annuity interest.

(C) Where a charitable interest is in 
the form of a guaranteed annuity inter
est, the governing instrument of the 
trust may provide that income of the 
trust which is in excess of the amount 
required to pay the guaranteed annuity 
interest shall be paid to or for the use of

a charitable organization. Nevertheless, 
the amount of the deduction under sec
tion 170(f) (2) (B) shall be limited to the 
fair market value of the guaranteed an
nuity interest as determined under para
graph (c) (3) of this section. For a rule 
relating to treatment by the grantor of 
any contribution made by the trust in 
excess of the amount required to pay the 
guaranteed annuity interest, see para
graph (d) (2) (ii) of this section.

(D) If the present value on the date 
of transfer of all the income interests 
for a charitable, purpose exceeds 60 per
cent of the aggregate fair market value 
of all amounts in the trust (after the. 
payment of liabilities), the income in
terest will not be considered a guaran
teed annuity interest unless the govern
ing instrument of the trust prohibits 
both the acquisition and the retention 
of assets which would give rise to a tax 
under section 4944 if the trustee had ac
quired such assets. The requirement in 
this subdivision (D) for a prohibition 
in  the governing instrument against the 
retention of assets which would give rise 
to a tax under section 4944 if the trustee 
had acquired the assets shall not apply 
to a transfer in trust made on or before 
May 21, 1972

(E) An income interest consisting of 
an annuity transferred in trust after 
May 21, 1972, will not be considered a 
guaranteed annuity interest if any 
amount other than an amount in pay
ment of a guaranteed annuity interest 
may be paid by the trust for a private 
purpose before the expiration of all the 
income interests for a charitable purpose, 
unless such amount for a  private pur
pose is paid from a group of assets which, 
pursuant to’ the governing instrument of 
the trust, are devoted exclusively to pri
vate purposes and to which section 4947
(a) (2) is inapplicable by reason of sec
tion 4947(a)(2)(B). The exception in 
the immediately preceding sentence with 
respect to any guaranteed annuity for a 
private purpose shall apply only if the 
obligation to pay the annuity for a 
charitable purpose begins as of the date 
of creation of the trust and the obliga
tion to pay the guaranteed annuity for a 
private purpose does not precede in point 
of time the obligation to pay the annuity 
for a charitable purpose and only if the 
governing instrument of the trust does 
not provide for any preference ox. priority 
in respect of any payment of the guaran
teed annuity for a private purpose as op
posed to any payment of any annuity for 
a charitable purpose. For purposes of 
this subdivision (E), an amount is not 
paid for a private purpose if it is paid for 
an adequate and full consideration in 
money or money’s worth. See I 53.4947-1
(c) of this chapter (Foundation Excise 
Tax Regulations) for rules relating to 
the inapplicability of section 4947(a) (2) 
to segregated amounts in a split-interest 
trust.

Example. In 1975, E. transfers $75,000 in 
trust with the requirement that an annuity 
of $5,000 a year, payable annuaUy at the end 
of each year, be paid to B, an individual, for 
a period of 5 years and thereafter an annuity 
of $5,000 a year, payable annually at the end 
of each year, be paid to M Charity for a

FEDERAL REGISTER, V O L  40, N O . 4— TUESDAY, JANUARY 7, 1975



period of 5 years. The remainder is to be 
paid to C, an individual. No deduction Is 
allowed under subparagraph (1) of this para
graph with respect to the charitable annuity 
because it is not a “guaranteed annuity in
terest” within the meaning of this subdivi
sion.

(P) For rules relating to certain gov
erning instrument requirements and to 
the imposition of certain excise taxes 
where the guaranteed annuity interest is 
in trust and for rules governing payment 
of private income interests by a split-in
terest trust, see section 4947(a)(2) and
(b)(3)(A), and the regulations there
under.

(ii) Unitrust interest. (A) An income 
interest is a “unitrust interest” only if it 
is an irrevocable right pursuant to the 
governing instrument of the trust to re
ceive payment, not less often than an
nually, of a fixed percentage of the net 
fair market value of the trust assets, 
determined annually. In computing the 
net fair market value of the trust assets, 
all assets and liabilities shall be taken 
into account without regard to whether 
particular items are taken into account 
in determining the income of the trust. 
The net fair market value of the trust 
assets may be determined on any one 
date during the year or by taking the 
average of valuations made on more than 
one date during the year, provided that 
the same valuation date or dates and 
valuation methods are used each year. 
Where the governing instrument of the 
trust does not specify the valuation date 
or dates, the trustee shall select such 
date or dates and shall indicate his selec
tion on the first return on Form 1041 
which the trust is required to file. Pay
ments under a unitrust interest may be 
paid for a specified term or for the life 
or lives of an individual or individuals, 
each of whom must be living at the date 
of transfer and can be ascertained at 
such date. For example, the unitrust in
terest may be paid for the life of A plus 
a term of years.

(B) An income interest is a unitrust 
interest only if it is a unitrust interest 
in every respect. For example, if the in
come interest is the right to receive from 
a trust each year a payment equal to the 
lesser of a sum certain or a fixed per
centage of the net fair market value of 
the trust assets, determined annually, 
such interest is not a unitrust interest.

(C) Where a charitable interest is in 
the form of a unitrust interest, the gov
erning instrument Of the trust may pro
vide that income of the trust which is in 
excess of the amount required to pay 
the unitrust interest shall be paid to or 
for the use of a charitable organization. 
Nevertheless, the amount of the deduc
tion under section 170(f) (2) (B) shall 
be limited to the fair market value of 
the unitrust interest as determined under 
paragraph (c) (3) of this section. For a 
rule relating to treatment by the grantor 
of any contribution made by the trust 
in excess of the amount required to pay 
the unitrust interest, see paragraph (d) 
(2) (ii) of this section.

(D) An income interest in the form 
of a unitrust interest will not be consid
ered a unitrust interest if any amount
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oilier Ilian an amount in payment of a 
unitrust ^interest may be paid by the 
trust for a private purpose before the 
expiration of all the income interests 
for a charitable purpose, unless such 
amount for a private purpose is paid 
from a group of assets which, pursuant 
to the governing instrument of the trust, 
are devoted exclusively to private pur
poses and to which section 4947(a)(2) 
is inapplicable by reason of section 4947
(a) (2) (B). The exception in the imme
diately preceding sentence with respect 
to any unitrust interest for a private 
purpose shall apply only if the obligation 
to pay the unitrust interest for a charita
ble purpose begins as of the date of cre
ation of the trust and the obligation to 
pay the unitrust interest for a private 
purpose does not precede in point of 
time the obligation to pay the unitrust 
interest for a charitable purpose and 
only if the governing instrument of the 
trust does not provide for any preference 
or priority in respect of any payment of 
the unitrust interest for a private pur
pose as opposed to any payments of any 
unitrust interest for a charitable pur
pose. For purposes of this subdivision 
(D), an amount is not paid for a private 
purpose if it is paid for an adequate and 
full consideration in money or money’s 
worth. See § 53.4947-̂ 1 (c) of this chapter 
(Foundation Excise Tax Regulations) 
for rules relating to the inapplicability 
of section 4947(a)(2) to segregated 
amounts in a split-interest trust.

(E) For rules relating to certain gov
erning instrument requirements and to 
the imposition of certain excise taxes 
where the unitrust interest is in trust and 
for rules governing payment of private 
income interests by a split-interest trust, 
see section 4947(a)(2) and (b)(3)(A), 
and the regulations thereunder.

(3) Valuation of income interest, (i) 
The deduction allowed by section 170(f) 
(2) (B) for a charitable contribution of a 
guaranteed annuity interest is limited to 
the fair market value of such interest on 
the date of contribution, as computed 
under § 20.2031-10 of this chapter (Es
tate Tax Regulations).

(ii) The deduction allowed under sec
tion 170(f) (2) (B) for a charitable con
tribution of a unitrust interest is limited 
to the fair market value of the unitrust 
interest on the date of contribution. The 
fair market value of the unitrust inter
est shall be determined by subtracting 
the present value of all interests in the 
transferred property other than the uni
trust interest from the fair market value 
of the transferred property.

(iii) If by reason of all the conditions 
and circumstances surrounding a trans
fer of an income interest in property in 
trust it appears that the charity may not 
receive the beneficial enjoyment of the 
interest, a deduction will be allowed un
der paragraph (c) (1) of this section only 
for the minimum amount it is evident 
the charity will receive. The application 
of this subdivision may be illustrated by 
the following examples:

Example (1). In 1972, B transfers $20,000 
in trust with the requirement that M Church 
be paid a guaranteed annuity interest (as 
defined in subparagraph (2) (i) of this para-
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graph) of $4,000, payable annually at the 
end of each year for 9 years, and that the 
residue revert to himself. Since the fair 
market value of an annuity of $4,000 a year 
for a period of 9 years, as determined under 
Table B in § 20.2031-10(f) of this chapter, 
is $27,206.80 ($4,000 x 6.8017), it appears 
that M will not receive the beneficial en
joyment of the income interest. Accordingly, 
even though B is treated as the owner of the 
trust under section 673, he is allowed a 
deduction under subparagraph (1) of this 
paragraph for only $20,000, which is the 
minimum amount it is evident M will re
ceive.

Example (2). In 1975, C transfers $40,000 in 
trust with the requirement that D, an in
dividual, and X Charity be paid simultane
ously guaranteed annuity interests (as de
fined in subparagraph (2) (i) of this para
graph) of $5,000 a year each, payable an
nually at the end of each year, for a period 
of 5 years and that the remainder be paid 
to C’s children. The fair market value of two 
annuities of $5,000 each a year for a period 
of 5 years is $42,124 ([$5,000 x 4.2124] x 2), 
as determined under Table B in § 20.2031-10 
(f) of this chapter. H ie trust instrument 
provides that in the event the trust fund is 
insufficient to pay both annuities in a given 
year, the trust fund will be evenly divided 
between the charitable and private annu
itants. The deduction under subparagraph
(1) of this paragraph with respect to the 
charitable annuity will be limited to $20,000, 
which is the minimum amount it is evident 
X will receive.

Example (3).  In 1975, D transfers $65,000 
in trust with the requirement that a guar
anteed annuity interest (as defined in sub- 
paragraph (2) (1) of this paragraph) of 
$5,000 a year, payable annually at the end 
of each year, be paid to Y Charity for a 
period of 10 years and that a guaranteed an
nuity interest (as defined in subparagraph
(2) (i) of this paragraph) of $5,000 a year, 
payable annually at the end of each year, 
be paid to W, his wife, aged 62, for 10 years 
or until her prior death. The annuities are 
to be paid simultaneously, and the re
mainder is to be paid to D’s children. The 
fair market value of the private annuity is 
$33,877 ($5,000 x 6.7754), as determined pur
suant to § 20.2031-10 (e) of this chapter and 
by the use of factors involving one life and 
a term of years as published in Publication 
723A (12-70). The fair market value of the 
charitable annuity is $36,800.50 ($5,000 x 
7.3601), as determined under Table B in 
§ 20.2031-10(f) of this chapter. It is not 
evident from the governing instrument of 
the trust or from local law that the trustee 
would be required to apportion the trust 
fund between the wife and charity in the 
event the fund were insufficient to pay both 
annuities in a given'year. Accordingly, the 
deduction under subparagraph (1) of this 
paragraph with respect to the charitable 
annuity will be limited to $31,123 ($65,000 
less $33,877 [the value of the private an
nuity] ), which is the minimum amount it is 
evident Y will receive.

* * * * *
(5) Illustrations. * * *

Example (f ) .  On January 1, 1970, A con
tributes to a church in trust a 9-year irre
vocable income interest in property. Both 
A and the trust report income on a calendar 
year basis. The fair market value of the 
property placed in trust is $10,000. The trust 
instrument provides that the church will re
ceive an annuity of $500, payable annually 
at the end of each year for 9 years. The 
income interest is a guaranteed annuity in
terest as defined in subparagraph (2) (i) of 
this paragraph: upon termination of such 
interest the residue of the trust is to revert 
to A. By reference to Table B in § 20.2031-10
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(f) of this chapter, It Is found that the fig
ure in column (2) opposite 9 years is 6.8017. 
The present value of the annuity Is there
fore $3,400.85 ($500 x 6.8017). The present 
value of the income interest and A’s chari
table contribution for 1970 is $3,400.85.

♦ ♦ * * * 
Example (3).  (a) On January 1, 1970, C 

contributes to a church in trust a 9-year 
irrevocable income interest in property. Both 
C and the trust report income on a calendar 
year basis. The fair market value of the 
property placed in trust is $10,000. The trust 
instrument provides that the church will re
ceive an annuity of $500, payable annually 
at the end of each year for 9 years. The 
income interest is a guaranteed annuity in
terest as defined in subparagraph (2) (i) of 
this paragraph; upon termination of such 
interest the residue of the trust is to revert 
to C. C’s charitable contribution for 1970 is 
$3,400.85, determined as provided in example 
(1). The trust earns income of $600 in 1970, 
$400 in 1971, and $500 in  1972, all of which 
is taxable to C under section 671. The church 
is paid $500 at the end of 1970,1971, and 1972, 
respectively. On December 31,1972, C dies and 
ceases to be treated as the owner of the in
come interest under section 673.

* *  *  *  *

(d) Denial of deduction for certain 
contributions by a trust. * * *

(3) Although a deduction for the fair 
market value of ah income interest in 
property which is less than the donor’s 
entire interest in the property and which 
the donor transfers in trust is disallowed 
under section 170 because such interest 
is not a guaranteed annuity interest, or a 
unitrust interest, as defined in paragraph 
<c) (2) of this section, the donor may be 
entitled to a deduction under section 671 
and § 1.671-2 (c) for any charitable con
tributions made by the trust if he is 
treated as the owner of such interest for 
purposes of applying section 671.

* * * * *
3. Section 1.170A-10 is amended by re

vising paragraph (c) (2) (ii) (o) to read 
as follows:
§ 1.170A—10 Charitable contributions 

carryovers of individuals. 
* * * * *

(c) 30-percent charitable contribu
tions carryover of individuals. * * *

(2) Determination of amount treated 
as paid in taxable years succeeding con
tribution year. * * *

(ii) * * *
(a) The charitable contributions ac

tually made (computed without regard 
to the provisions of section 170(b)(1) 
(D) (ii) and (d) (1) and this section) by 
the taxpayer in such succeeding taxable 
year to section 170(b)(1)(A) organiza
tions,

* * * * *  
PART 20— ESTATE TAX; ESTATES OF DE
CEDENTS DYING AFTER AUGUST 16, 1954

4. Section 20.2055-2 is amended by re
vising example (3) in paragraph (f) (2)
(iv) to read as follows:
§ 20.2055—2 Transfers not exclusively 

for charitable purposes.
* * * * *

(f) Valuation of charitable inter
est. * * *

(2) Certain decedents dying after 
July 31,1969. * * *

(iv) * * *
Example (3) . In 1975, D dies bequeathing 

$65,000 in trust with the requirement that a 
guaranteed annuity interest (as defined in  
paragraph (e) (2) (v) of this section) of 
$5,000 a year, payable annually at the end o f : 
each year, be paid to 7  Charity for a period 
of 10 years and that a guaranteed annuity 
interest (as defined in paragraph (e) (2) (v) 
of this section) of $5,000 a year, payable 
annually at the end of each year, be paid to 
W, his widow, aged 62, for 10 years or until 
her prior death. The annuities are to be paid 
simultaneously, and the remainder is to be 
paid to D’s children. The fair market value 
of the private annuity is $33,877 ($5,000 x
6.7754) , as determined pursuant to § 20.2031- 
10 (e) and by the use of factors involving 
one life and a term of years as published in  
Publication 723A (12-70). The fair market 
value of the charitable annuity is $36,800.50 
($5,000 x 7.3601), as determined under Table 
B in § 20.2031-10 (f). It is not evident from 
the governing instrument of the trust or from 
local law that the trustee would be required 
to apportion the trust fund between the 
widow and charity in the event the fund 
were insufficient to pay both annuities in a 
given year. Accordingly, the deduction with, 
respect to the charitable annuity will be 
limited to $31,123 ($65,000 less $33,877 (the  
value of the private annuity]), which is the 
minimum amount it is evident the charity 
will receive.

* * * * *
PART 25— GIFT TAX; GIFTS MADE AFTER 

DECEMBER 31, 1954
5. Section 25.2522 (c)-3 is amended by 

revising example (3) in paragraph (d)
(2) (iv) to read as follows:
§ 25.2522(c)—3  Transfers not exclu

sively for charitable, etc., purposes in 
the case of gifts made after July 31,
1969.

* * * * *
(d) Valuation of charitable inter

est. * * *
(2) Certain transfers after July 31, 

1969. * * *
(iv) * * *

Example (3). In 1975, D transfers $65,000 in 
trust with the requirement that a guaranteed 
annuity interest (as defined in paragraph 
(c) (2) (v) of this section) of $5,000 a 
year, payable annually at the end of each 
year, be paid to Y Charity for a period of 
10 years and that a guaranteed annuity 
interest (as defined in paragraph (c) (2) (v) 
of this section) of $5,000 a year, payable 
annually at the end of each year, be paid to 
W, his wife, aged 62, for 10 years or until her 
prior death. The annuities are to be paid 
simultaneously, and the remainder is to be 
paid to D’s children. The fair market value 
of the private annuity is $33,877 ($5,000 x
6.7754) , as determined pursuant to 
§ 25.2512—9(e) and by the use of factors 
involving one life and a term of years as 
published in Publication 723A (12—70). The 
fair market value of the charitable annuity 
is $36,800.50 ($5,000 x 7.3601), as determined 
under Table B in § 25.2512-9 ( f ) . It is not 
evident from the governing instrument of 
the trust or from local law that the trustee 
would be required to apportion the trust 
fund between the wife and charity in the 
event the fund were insufficient to pay both 
annuities in a given year. Accordingly, the 
deduction with respect to the charitable 
annuity will be limited to  $31,123 ($65,000 
less $33,877 [the value of the private

annuity}),.which is the minimum amount it 
is evident the charity will receive.

•  *  *  *  *

(This Treasury decision is issued under 
the authority contained in section 7805 of 
the Internal Revenue Code of 1954 (68A Stat. 
917; 26 U.S.C. 7805).)

[ seal] D onald C. Alexander, 
Commissioner of Internal Revenue.

Approved: December 31,1974.
E rnest S. Christian, Jr.,

. Acting Assistant Secretary of the 
Treasury.

[FR Doc.75-437 Filed 1-6-75;8:45 am]

Title 27— Alcohol, Tobacco Products and 
Firearms

CHAPTER I— BUREAU OF ALCOHOL, 
TOBACCO AND FIREARMS

[T.D. ATF-12; Reference Notice No. 259]
PART 4— LABELING AND ADVERTISING 

OF WINE
Metric Standards of Fill 

Correction
In FR Doc. 74-30426 appearing in the 

issue for Tuesday, December 31, 1974 
make the following changes:

Section 4.37(b) (1) on page 45220 in 
the third column, and also appearing on 
page 45222 in the middle column should 
read as follows:

(1) For the metric standards of fill:
3 liters (101 fl. oz.)

1. 5 liters (50.7 fl. oz.)
1 liter (33.8 fl. oz.)

750 milliliters (25.4 fl. oz.)
375 milliliters (12.7 fl. oz.)
187 milliliters (6.3 fl. oz.)
100 milliliters (3.4 fl. oz.)

Title 32— National Defense
CHAPTER XIV— THE RENEGOTIATION 

BOARD
PART 1459— COSTS ALLOCABLE TO AND

ALLOWABLE AGAINST RENEGOTIABLE
BUSINESS

PART 1470— INFORMATION REQUIRED 
OF CONTRACTORS

Miscellaneous Amendments 
Correction

In  FR Doc. 74-30009, appearing at 
page 44450 in the issue for Tuesday, De
cember 24, 1974, make the following 
changes:
. In § 1459.1:

a. In the 11th line in the first column 
on page 44451, insert the word “section.” 
between the words “this” and “Except”.

*b. In the 8th line of paragraph (b) (2)
(ii), delete the word “subsection”.

c. The 15th line of paragraph (b) (5), 
now reading “in the determination of 
taxable income” should be deleted and 
the phrase “deductible or excludable 
from income” should be inserted in its 
place.

d. In the 19th line of paragraph (b)
(5), the word “determinatoin” should be 
spelled “determination”.

e. In paragraph (b)(6), the 10th and 
11th lines were switched. The line begin-
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ning “such costs for . . should appear 
immediately above the line beginning 
“Thus, a cost..

f. In the 12th line of paragraph (b)
(6), the word “pro-” should be changed 
to read “Pro-”.

g. In the 13th line of paragraph (b)
(6), the word “regulation” should be 
changed to read “Regulation”.

Title 38— Pensions, Bonuses, and 
Veterans’ Relief

CHAPTER I— VETERANS 
ADMINISTRATION

PART 3— ADJUDICATION
SUBPART A— PENSION, COMPENSATION, AND  
DEPENDENCY AND INDEMNITY COMPENSATION

Termination of Incompetency
On pages 40176 and 40177 of the Fed

eral R egister of November 14,1974, there 
was published a notice of proposed regu
latory development to delete an obsolete 
provision in § 3.353(b), Title 38, Code of 
Federal Regulations relating to determi
nations of incompetency and competency. 
Interested persons were given 30 days in 
which to submit comments, suggestions, 
or objections regarding the proposed 
regulation.

One written comment on the proposed 
Change was received. This comment was 
directed to § 3.353 as it might affect 
elderly citizens and urged retention of 
safeguards for the fundamental rights of 
payees. However, the regulatory amend
ment as published did not propose any 
procedural changes and does not in any 
way affect the rights of claimants. The 
change is editorial in nature, made solely 
to delete language which had been made 
obsolete by prior statutory and regula
tory changes. For this reason the pro
posed amendment is hereby adopted 
without change and is set forth below.

Effective date. Section 3.353(b) is ef
fective July 1, 1974.

Approved: December 31, 1974.
By direction of the Administrator,
[seal] Odell W. Vaijghn,

Deputy Administrator.
1. Section 3.352 is revised to read as 

follows:
§ 3.352 Determination of permanent 

need for regular aid and attendance 
and “permanently bedridden”.

(a) Basic criteria. The following will 
be accorded consideration in determ ining  
the need for regular aid and attendance: 
inability of claimant to dress or undress 
himself (herself), or to keep himself 
(herself) ordinarily clean and present
able; frequent need of adjustment of any 
special prosthetic or orthopedic appli
ances which by reason of the particular 
disability cannot be done without aid 
(this will not include the adjustment of 
appliances which normal persons would 
be unable to adjust without aid, such as 
supports, belts, lacing at the back, etc.); 
inability of claimant to feed himself (her
self) through loss of coordination of up
per extremities or through extreme weak
ness; inability to attend to the wants of 
nature; or incapacity, physical or men-

RULES AND REGULATIONS

tal, which requires care or assistance on 
a regular basis to protect the claimant 
from hazards or dangers incident to his 
or her daily environment. “Total blind
ness” as well as “bedridden,” will be a 
proper basis for the determination. For 
the purpose of this section “bedridden” 
will be th a t condition which, through its 
essential character, actually requires that 
the claimant remain in bed. The fact that 
claimant has voluntarily taken to bed or 
that a physician has prescribed rest in 
bed for the greater or lesser part of the 
day to promote convalescence or cure will 
not suffice. It is not required that all of 
the disabling conditions enumerated in 
this paragraph be found to exist before 
a favorable rating may be made. The 
particular personal functions which the 
veteran is unable to perform should be 
considered in connection with his or her 
condition as a whole. I t  is only necessary 
that the' evidence establish that the 
veteran is so helpless as to need regular 
aid and attendance, not that there be a 
constant need. Determinations that the 
veteran is so helpless, solely by reason of 
service-connected compensable disease 
or injuries (38 U.S.C. 310 and 331) or 
without regard to service connection (38 
U.S.C. 511 and 512) as to be in need of 
regular aid and attendance will not be 
based solely upon an opinion that the 
claimant’s condition is such as would re
quire him or her to be in bed. They must 
be based on the actual requirement of 
personal assistance from others. If the 
claimant is able to be out of bed and can 
walk around entirely unassisted by 
others, he or she cannot generally be re
garded as meeting the requirements of 
the law and VA regulations; however, 
the other enumerated types of personal 
assistance must be considered.

(b) Hospitalization at veteran’s ex
pense. Where a beneficiary is hospital
ized at his or her own expense in a pri
vate institution, the same criteria will be 
necessary in determining the need for 
regular aid and attendance as would 
be required were he or she a t home, and 
the hospitalization will not be considered 
as a fact indicating the existence of the 
need.

(c) Attendance by relative. The per
formance of the necessary nursing or 
attendant’s service by a relative of the 
beneficiary or other member of his or 
her household will not prevent the grant
ing of the additional allowance.

2. In § 3.353, paragraphs (a), (b) and
(d) are revised to read as follows:
§ 3.353 Determinations of incompetency 

and competency.
(a) Definition of mental incompetency. 

A mentally incompetent person is one 
who because of injury or disease lacks 
•the mental capacity to contract or to 
manage his or her own affairs, including 
disbursement of funds without limita
tion.

(b) Authority. Rating agencies are au
thorized to make official determinations 
of competency and incompetency for the 
purpose of existing laws, VA regulations 
and VA instructions. Such determina
tions will be controlling for purposes of

1241

insurance (38 U.S.C. 722), the discon
tinuance and payment of amounts with
held because of an estate in excess of 
$1,500 (§ 3.557(b)), and, subject to
§ 13.56 of this chapter, direct payment of 
current benefits. Where the veteran is 
rated incompetent the Veterans Services 
Officer of jurisdiction will be informed of 
the possible necessity for the appoint
ment or recognition of a fiduciary. The 
Veterans Services Officer will develop in
formation as to the veteran’s social, eco
nomic and industrial adjustment. If the 
Veterans Services Officer*upon review of 
this evidence concurs in the rating of 
incompetency he or she will proceed to 
effect the appointment of a fiduciary, or 
if the veteran is married, to recommend 
release of payments to the veteran’s wife 
or husband as provided in § 13.57 of this 
chapter (38 U.S.C. 3202(f)), or recom
mend payment in accordance with 
§ 13.56 of this chapter. The recommen
dation will be effectuated. If the Vet
erans Services Officer is of the opinion 
that the veteran is capable of adminis
tering the funds payable without limita
tion, the evidence on which that opinion 
is based will be referred to the rating 
agency with a statement as to his or her 
conclusion. The rating agency will con
sider this evidence together with all 
other evidence of record in determining 
whether its prior decision should be re
vised or, continued. Reexamination may 
be requested as provided in § 3.327(d) if 
necessary to properly evaluate the extent 
of disability.

*  *  *  *  *

(d) Presumption in favor of compe
tency. Where there is doubt as to whether 
the veteran is capable of administer
ing his or her funds such doubt will be 
resolved in favor of competency.

[FR Doc.75-404 Filed 1-6-75; 8:45 am]

Title 40— Protection of Environment
CHAPTER I— ENVIRONMENTAL 

PROTECTION AGENCY 
[FRIi 315-2 ]

SUBCHAPTER E— PESTICIDE PROGRAMS 
PART 180— TOLERANCES AND EXEMP

TIONS FROM TOLERANCES FOR PESTI
CIDE CHEMICALS IN OR ON RAW AGRI
CULTURAL COMMODITIES

Certain Inert Ingredients in Pesticide 
Formulations

In response to the notice published by 
the Environmental Protection Agency in 
the Federal Register of October 18,1974 
(39 FR 37216), proposing establishment 
of exemptions from tolerance require
ments under provisions of section 408 of 
the Federal Food, Drug, and Cosmetic Act 
for 15 inert (or occasionally active) in
gredients in pesticide formulations, no 
comments or requests for referral to an 
advisory committee were received.

It is concluded that the proposal should 
be adopted, deleting three of the inert in
gredients (ferric chloride, isobutyl alco
hol, and maleic anhydride copolymer 
with methylvinyl ether) which have al
ready been exempted from the require
ment of a tolerance by an order which
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