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B is not treated as directing the redistribu-
tion or transfer of the property. If the re-
maining requirements of secton 2518 are met,
B’s disclaimer is a qualified disclaimer.

Example (9). C died testate on January 1,
1979. According to C’s will, D was to receive
13 of the residuary estate with any dis-
claimed property going to E. D was also to
receive a second Y5 of the residuary estate
with any disclaimed property going to F. Fi-
nally, D was to receive a final Y5 of the resid-
uary estate with any disclaimed property
going to G. D specifically states that he is
disclaiming the interest in which the dis-
claimed property is designated to pass to E.
D has effectively directed that the dis-
claimed property will pass to E and therefore
D’s disclaimer is not a qualified disclaimer
under section 2518(a).

Example (10). Assume the same facts as in
example (9) except that C’s will also states
that D was to receive Blackacre and
Whiteacre. C’s will further provides that if D
disclaimed Blackacre then such property was
to pass to E and that if D disclaimed
Whiteacre then Whiteacre was to pass to F.
D specifically disclaims Blackacre with the
intention that it pass to E. Assuming the
other requirements of section 2518 are met, D
has made a qualified disclaimer of
Blackacre. Alternatively, D could disclaim
an undivided portion of both Blackacre and
Whiteacre. Assuming the other requirements
of section 2518 are met, this would also be a
qualified disclaimer.

Example (11). G creates an irrevocable trust
on February 16, 1983, naming H, I and J as
the income beneficiaries for life and F as the
remainderman. F is also named the trustee
and as trustee has the discretionary power to
invade the corpus and make discretionary
distributions to H, I or J during their lives.
F disclaims the remainder interest on Au-
gust 8, 1983, but retains his discretionary
power to invade the corpus. F has not made
a qualified disclaimer because F retains the
power to direct enjoyment of the corpus and
the retained fiduciary power is not limited
by an ascertainable standard.

Example (12). Assume the same facts as in
example (11) except that F may only invade
the corpus to make distributions for the
health, maintenance or support of H, I or J
during their lives. If the other requirements
of section 2518(b) are met, F has made a
qualified disclaimer of the remainder inter-
est because the retained fiduciary power is
limited by an ascertainable standard.

[T.D. 8095, 51 FR 28371, Aug. 7, 1986; 51 FR
31939, Sept. 8, 1986, as amended by T.D. 8744,
62 FR 68185, Dec. 31, 1997]

§25.2518-3 Disclaimer of less than an
entire interest.

(a) Disclaimer of a partial interest—(1)
In general—(i) Interest. If the require-
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ments of this section are met, the dis-
claimer of all or an undivided portion
of any separate interest in property
may be a qualified disclaimer even if
the disclaimant has another interest in
the same property. In general, each in-
terest in property that is separately
created by the transferor is treated as
a separate interest. For example, if an
income interest in securities is be-
queathed to A for life, then to B for
life, with the remainder interest in
such securities bequeathed to A’s es-
tate, and if the remaining require-
ments of section 2518(b) are met, A
could make a qualified disclaimer of ei-
ther the income interest or the remain-
der, or an undivided portion of either
interest. A could not, however, make a
qualified disclaimer of the income in-
terest for a certain number of years.
Further, where local law merges inter-
ests separately created by the trans-
feror, a qualified disclaimer will be al-
lowed only if there is a disclaimer of
the entire merged interest or an undi-
vided portion of such merged interest.
See example (12) in paragraph (d) of
this section. See §25.2518-3(b) for rules
relating to the disclaimer of an undi-
vided portion. Where the merger of sep-
arate interests would occur but for the
creation by the transferor of a nominal
interest (as defined in paragraph
(a)(1)(iv) of this section), a qualified
disclaimer will be allowed only if there
is a disclaimer of all the separate in-
terests, or an undivided portion of all
such interests, which would have
merged but for the nominal interest.
(ii) Severable property. A disclaimant
shall be treated as making a qualified
disclaimer of a separate interest in
property if the disclaimer relates to
severable property and the disclaimant
makes a disclaimer which would be a
qualified disclaimer if such property
were the only property in which the
disclaimant had an interest. If applica-
ble local law does not recognize a pur-
ported disclaimer of severable prop-
erty, the disclaimant must comply
with the requirements of paragraph
(c)(1) of §25.2518-1 in order to make a
qualified disclaimer of the severable
property. Severable property is prop-
erty which can be divided into separate
parts each of which, after severance,
maintains a complete and independent
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existence. For example, a legatee of
shares of corporate stock may accept
some shares of the stock and make a
qualified disclaimer of the remaining
shares.

(iii) Powers of appointment. A power of
appointment with respect to property
is treated as a separate interest in such
property and such power of appoint-
ment with respect to all or an undi-
vided portion of such property may be
disclaimed independently from any
other interests separately created by
the transferor in the property if the re-
quirements of section 2518(b) are met.
See example (21) of paragraph (d) of
this section. Further, a disclaimer of a
power of appointment with respect to
property is a qualified disclaimer only
if any right to direct the beneficial en-
joyment of the property which is re-
tained by the disclaimant is limited by
an ascertainable standard. See example
(9) of paragraph (d) of this section.

(iv) Nominal interest. A nominal inter-
est is an interest in property created
by the transferor that—

(A) Has an actuarial value (as deter-
mined under §20.2031-7) of less than 5
percent of the total value of the prop-
erty at the time of the taxable transfer
creating the interest,

(B) Prevents the merger under local
law or two or more other interests cre-
ated by the transferor, and

(C) Can be clearly shown from all the

facts and circumstances to have been
created primarily for the purpose of
preventing the merger of such other in-
terests.
Factors to be considered in deter-
mining whether an interest is created
primarily for the purpose of preventing
merger include (but are not limited to)
the following: the relationship between
the transferor and the interest holder;
the age difference between the interest
holder and the beneficiary whose inter-
ests would have merged; the interest
holder’s state of health at the time of
the taxable transfer; and, in the case of
a contingent remainder, any other fac-
tors which indicate that the possibility
of the interest vesting as a fee simple
is so remote as to be negligible.

(2) In trust. A disclaimer is not a
qualified disclaimer under section 2518
if the beneficiary disclaims income de-
rived from specific property trans-
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ferred in trust while continuing to ac-
cept income derived from the remain-
ing properties in the same trust unless
the disclaimer results in such property
being removed from the trust and pass-
ing, without any direction on the part
of the disclaimant, to persons other
than the disclaimant or to the spouse
of the decedent. Moreover, a disclaimer
of both an income interest and a re-
mainder interest in specific trust as-
sets is not a qualified disclaimer if the
beneficiary retains interests in other
trust property unless, as a result of the
disclaimer, such assets are removed
from the trust and pass, without any
direction on the part of the
disclaimant, to persons other than the
disclaimant or to the spouse of the de-
cedent. The disclaimer of an undivided
portion of an interest in a trust may be
a qualified disclaimer. See also para-
graph (b) of this section for rules relat-
ing to the disclaimer of an undivided
portion of an interest in property.

(b) Disclaimer of undivided portion. A
disclaimer of an undivided portion of a
separate interest in property which
meets the other requirements of a
qualified disclaimer under section
2518(b) and the corresponding regula-
tions is a qualified disclaimer. An undi-
vided portion of a disclaimant’s sepa-
rate interest in property must consist
of a fraction or percentage of each and
every substantial interest or right
owned by the disclaimant in such prop-
erty and must extend over the entire
term of the disclaimant’s interest in
such property and in other property
into which such property is converted.
A disclaimer of some specific rights
while retaining other rights with re-
spect to an interest in the property is
not a qualified disclaimer of an undi-
vided portion of the disclaimant’s in-
terest in property. Thus, for example, a
disclaimer made by the devisee of a fee
simple interest in Blackacre is not a
qualified disclaimer if the disclaimant
disclaims a remainder interest in
Blackacre but retains a life estate.

(c) Disclaimer of a pecuniary amount. A
disclaimer of a specific pecuniary
amount out of a pecuniary or nonpecu-
niary bequest or gift which satisfies
the other requirements of a qualified
disclaimer under section 2518 (b) and
the corresponding regulations is a
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qualified disclaimer provided that no
income or other benefit of the dis-
claimed amount inures to the benefit
of the disclaimant either prior to or
subsequent to the disclaimer. Thus, fol-
lowing the disclaimer of a specific pe-
cuniary amount from a bequest or gift,
the amount disclaimed and any income
attributable to such amount must be
segregated from the portion of the gift
or bequest that was not disclaimed.
Such a segregation of assets making up
the disclaimer of a pecuniary amount
must be made on the basis of the fair
market value of the assets on the date
of the disclaimer or on a basis that is
fairly representative of value changes

Total amount of distributions received by the

disclaimant out of the gift or bequest

§25.2518-3

that may have occurred between the
date of transfer and the date of the dis-
claimer. A pecuniary amount distrib-
uted to the disclaimant from the be-
quest or gift prior to the disclaimer
shall be treated as a distribution of
corpus from the bequest or gift. How-
ever, the acceptance of a distribution
from the gift or bequest shall also be
considered to be an acceptance of a
proportionate amount of income
earned by the bequest or gift. The pro-
portionate share of income considered
to be accepted by the disclaimant shall
be determined at the time of the dis-
claimer according to the following for-
mula:

Total amount of income earned by the

Total value of the gift or bequest on the date

of transfer

See examples (17), (18), and (19) in
§25.2518-3(d) for illustrations of the
rules set forth in this paragraph (c).

(d) Examples. The provisions of this
section may be illustrated by the fol-
lowing examples:

Example (1). A, a resident of State Q, died
on August 1, 1978. A’s will included specific
bequests of 100 shares of stock in X corpora-
tion; 200 shares of stock in Y corporation; 500
shares of stock in Z corporation; personal ef-
fects consisting of paintings, home fur-
nishings, jewelry, and silver, and a 500 acre
farm consisting of a residence, various out-
buildings, and 500 head of cattle. The laws of
State Q provide that a disclaimed interest
passes in the same manner as if the dis-
claiming beneficiary had died immediately
before the testator’s death. Pursuant to A’s
will, B was to receive both the personal ef-
fects and the farm. C was to receive all the
shares of stock in Corporation X and Y and
D was to receive all the shares of stock in
Corporation Z. B disclaimed 2 of the paint-
ings and all the jewelry, C disclaimed 50
shares of Y corporation stock, and D dis-
claimed 100 shares of Z corporation stock. If
the remaining requirements of section
2518(b) and the corresponding regulations are
met, each of these disclaimers is a qualified
disclaimer for purposes of section 2518(a).

Example (2). Assume the same facts as in
example (1) except that D disclaimed the in-
come interest in the shares of Z corporation
stock while retaining the remainder interest

x  giftor bequest between date of
transfer and date of disclaimer

in such shares. D’s disclaimer is not a quali-
fied disclaimer.

Example (3). Assume the same facts as in
example (1) except that B disclaimed 300
identified acres of the 500 acres. Assuming
that B’s disclaimer meets the remaining re-
quirements of section 2518(b), it is a qualified
disclaimer.

Example (4). Assume the same facts as in
example (1) except that A devised the income
from the farm to B for life and the remainder
interest to C. B disclaimed 40 percent of the
income from the farm. Assuming that it
meets the remaining requirements of section
2518(b), B’s disclaimer of an undivided por-
tion of the income is a qualified disclaimer.

Example (5). E died on September 13, 1978.
Under the provisions of E’s will, E’s shares of
stock in X, Y, and Z corporations were to be
transferred to a trust. The trust provides
that all income is to be distributed currently
to F and G in equal parts until F attains the
age of 45 years. At that time the corpus of
the trust is to be divided equally between F
and G. F disclaimed the income arising from
the shares of X stock. G disclaimed 20 per-
cent of G’s interest in the trust. F’s dis-
claimer is not a qualified disclaimer because
the X stock remains in the trust. If the re-
maining requirements of section 2518(b) are
met, G’s disclaimer is a qualified disclaimer.

Example (6). Assume the same facts as in
example (b) except that F disclaimed both
the income interest and the remainder inter-
est in the shares of X stock. F’s disclaimer
results in the X stock being transferred out
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of the trust to G without any direction on
F’s part. F’s disclaimer is a qualified dis-
claimer under section 2518(b).

Example (7). Assume the same facts as in
example (b) except that F is only an income
beneficiary of the trust. The X stock remains
in the trust after F’s disclaimer of the in-
come arising from the shares of X stock. F’s
disclaimer is not a qualified disclaimer
under section 2518.

Example (8). Assume the same facts as in
example (5) except that F disclaimed the en-
tire income interest in the trust while re-
taining the interest F has in corpus. Alter-
natively, assume that G disclaimed G’s en-
tire corpus interest while retaining G’s in-
terest in the income from the trust. If the re-
maining requirements of section 2518(b) are
met, either disclaimer will be a qualified dis-
claimer.

Example (9). G creates an irrevocable trust
on May 13, 1980, with H, I, and J as the in-
come beneficiaries. In addition, H, who is the
trustee, holds the power to invade corpus for
H’s health, maintenance, support and happi-
ness and a testamentary power of appoint-
ment over the corpus. In the absence of the
exercise of the power of appointment, the
property passes to I and J in equal shares. H
disclaimed the power to invade corpus for
H’s health, maintenance, support and happi-
ness. Because H retained the testamentary
power to appoint the property in the corpus,
H’s disclaimer is not a qualified disclaimer.
If H also disclaimed the testamentary power
of appointment, H’s disclaimer would have
been a qualified disclaimer.

Example (10). E creates an irrevocable trust
on May 1, 1980, in which D is the income ben-
eficiary for life. Subject to the trustee’s dis-
cretion, E’s children, A, B, and C, have the
right to receive corpus during D’s lifetime.
The remainder passes to D if D survives A, B,
C, and all their issue. D also holds an inter
vivos power to appoint the trust corpus to A,
B, and C. On September 1, 1980, D disclaimed
the remainder interest. D’s disclaimer is not
a qualified disclaimer because D retained the
power to direct the use and enjoyment of
corpus during D’s life.

Example (11). Under H’s will, a trust is cre-
ated from which W is to receive all of the in-
come for life. The trustee has the power to
invade the trust corpus for the support or
maintenance of D during the life of W. The
trust is to terminate at W’s death, at which
time the trust property is to be distributed
to D. D makes a timely disclaimer of the
right to corpus during W’s lifetime, but does
not disclaim the remainder interest. D’s dis-
claimer is a qualified disclaimer assuming
the remaining requirements of section 2518
are met.

Example (12). Under the provisions of G’s
will A received a life estate in a farm, and
was the sole beneficiary of property in the
residuary estate. The will also provided that
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the remainder interest in the farm pass to
the residuary estate. Under local law A’s in-
terests merged to give A a fee simple in the
farm. A made a timely disclaimer of the life
estate. A’s disclaimer of a partial interest is
not a qualified disclaimer under section
2518(a). If A makes a disclaimer of the entire
merged interest in the farm or an undivided
portion of such merged interest then A
would be making a qualified disclaimer as-
suming all the other requirements of section
2518(b) are met.

Example (13). A, a resident of State Z, dies
on September 3, 1980. Under A’s will,
Blackacre is devised to C for life, then to D
for 1 month, remainder to C. Had A not cre-
ated D’s interest, State Z law would have
merged C’s life estate and the remainder to
C to create a fee simple interest in C. As-
sume that the actuarial value of D’s interest
is less than 5 percent of the total value of
Blackacre on the date of A’s death. Further
assume that facts and circumstances (par-
ticularly the duration of D’s interest) clearly
indicate that D’s interest was created pri-
marily for the purpose of preventing the
merger of C’s two interests in Blackacre. D’s
interest in Blackacre is a nominal interest
and C’s two interests will, for purposes of
making a qualified disclaimer, be considered
to have merged. Thus, C cannot make a
qualified disclaimer of his remainder while
retaining the life estate. C can, however,
make a qualified disclaimer of both of these
interests entirely or an undivided portion of
both.

Example (14). A, a resident of State X, dies
on October 12, 1978. Under A’s will, Blackacre
was devised to B for life, then to C for life if
C survives B, remainder to B’s estate. On the
date of A’s death, B and C are both 8 year old
grandchildren of A. In addition, C is in good
health. The actual value of C’s interest is
less than 5 percent of the total value of
Blackacre on the date of A’s death. No facts
are present which would indicate that the
possibility of C’s contingent interest vesting
is so remote as to be negligible. Had C’s con-
tingent life estate not been created, B’s life
estate and remainder interests would have
merged under local law to give B a fee simple
interest in Blackacre. Although C’s interest
prevents the merger of B’s two interests and
has an actual value of less than 5 percent,
C’s interest is not a nominal interest within
the meaning of §25.2518-3(a)(1)(iv) because
the facts and circumstances do not clearly
indicate that the interest was created pri-
marily for the purpose of preventing the
merger of other interests in the property.
Assuming all the other requirements of sec-
tion 2518(b) are met, B can make a qualified
disclaimer of the remainder while retaining
his life estate.

Ezxample (15). In 1981, A transfers $60,000 to
a trust created for the benefit of B who was
given the income interest for life and who
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also has a testamentary nongeneral power of
appointment over the corpus. A transfers an
additional $25,000 to the trust on June 1, 1984.
At that time the trust corpus (exclusive of
the $25,000 transfer) has a fair market value
of $75,000. On January 1, 1985, B disclaims the
right to receive income attributable to 25
percent of the corpus

$25,000 (1984 transfer)

$100,000 (Fair mar-
ket value of corpus
immediately after
the 1984 transfer)

Assuming that no distributions were made to
B attributable to the $25,000, B’s disclaimer
is a qualified disclaimer for purposes of sec-
tion 2518(a) if all the remaining requirements
of section 2518(b) are met.

Example (16). Under the provisions of B’s
will, A is left an outright cash legacy of
$50,000 and has no other interest in B’s es-
tate. A timely disclaimer by A of any stated
dollar amount is a qualified disclaimer under
section 2518(a).

Example (17). D bequeaths his brokerage ac-
count to E. The account consists of stocks
and bonds and a cash amount earning inter-
est. The total value of the cash and assets in
the account on the date of D’s death is
$100,000. Four months after D’s death, E
makes a withdrawal of cash from the ac-
count for personal use amounting to $40,000.
Eight months after D’s death, E disclaims
$60,000 of the account without specifying any
particular assets or cash. The cumulative
fair market value of the stocks and bonds in
the account on the date of the disclaimer is

=25%.

$200,000

$1,000,000

and the interest earned after the disclaimer
on that amount in a separate fund so that
none of the income was paid to B. B’s dis-
claimer is a qualified disclaimer under sec-
tion 2518(a).

Example (20). A bequeathed his residuary
estate to B. B disclaims a fractional share of
the residuary estate. Any disclaimed prop-
erty will pass to A’s surviving spouse, W. The
numerator of the fraction disclaimed is the
smallest amount which will allow A’s estate
to pass free of Federal estate tax and the de-

§25.2518-3

equal to the value of such stocks and bonds
on the date of D’s death. The income earned
by the account between the date of D’s death
and the date of E’s disclaimer was $20,000.
The amount of income earned by the account
that E accepted by withdrawing $40,000 from
the account prior to the disclaimer is deter-
mined by applying the formula set forth in
§25.2518-3(c) as follows:

$40,000
$100,000

E is considered to have accepted $8,000 of the
income earned by the account. If (i) the
$60,000 disclaimed by E and the $12,000 of in-
come earned prior to the disclaimer which is
attributable to that amount are segregated
from the $8,000 of income E is considered to
have accepted, (ii) E does not accept any
benefits of the $72,000 so segregated, and (iii)
the other requirements of section 2518 (b) are
met, then E’s disclaimer of $60,000 from the
account is a qualified disclaimer.

Example (18). A bequeathed his residuary
estate to B. The residuary estate had a value
of $1 million on the date of A’s death. Six
months later, B disclaimed $200,000 out of
this bequest. B received distributions of all
the income from the entire estate during the
period of administration. When the estate
was distributed, B received the entire resid-
uary estate except for $200,000 in cash. B did
not make a qualified disclaimer since he ac-
cepted the benefits of the $200,000 during the
period of estate administration.

Example (19). Assume the same facts as in
example (18) except that no income was paid
to B and the value of the residuary estate on
the date of the disclaimer (including interest
earned from date of death) was $1.5 million.
In addition, as soon as B’s disclaimer was
made, the executor of A’s estate set aside as-
sets worth $300,000

% $20,000 = $8,000

% $1,500,000

nominator is the value of the residuary es-
tate. B’s disclaimer is a qualified disclaimer.

Example (21). A created a trust on July 1,
1979. The trust provides that all current in-
come is to be distributed equally between B
and C for the life of B. B also is given a tes-
tamentary general power of appointment
over the corpus. If the power is not exer-
cised, the corpus passes to C or C’s heirs. B
disclaimed the testamentary power to ap-
point an undivided one-half of the trust cor-
pus. Assuming the remaining requirements
of section 2518(b) are satisfied, B’s disclaimer
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is a qualified disclaimer under section
2518(a).
[T.D. 8095, 51 FR 28375, Aug. 7, 1986; 51 FR

31939, Sept. 8, 1986, as amended by T.D. 8540,
59 FR 30103, June 10, 1994]

ACTUARIAL TABLES APPLICABLE BEFORE
MAY 1, 1999

§25.2512-5A Valuation of annuities,
unitrust interests, interests for life
or term of years, and remainder or
reversionary interests transferred
before May 1, 1999.

(a) Valuation of annuities, interests for
life or term of years, and remainder or re-
versionary interests transferred before
January 1, 1952. Except as otherwise
provided in §25.2512-5(b), if the transfer
was made before January 1, 1952, the
present value of annuities, life estates,
terms of years, remainders, and rever-
sions is their present value determined
under this section. If the valuation of
the interest involved is dependent upon
the continuation or termination of one
or more lives or upon a term certain
concurrent with one or more lives, the
factor for the present value is com-
puted on the basis of interest at the
rate of 4 percent a year, compounded
annually, and life contingencies for
each life involved from values that are
based upon the ‘‘Actuaries’ or Com-
bined Experience Table of Mortality, as
extended.” This table and many addi-
tional factors are described in former
§86.19 (as contained in the 26 CFR part
81 edition revised as of April 1, 1958).
The present value of an interest meas-
ured by a term of years is computed on
the basis of interest at the rate of 4
percent a year.

(b) Valuation of annuities, interests for
life or term of years, and remainder or re-
versionary interests transferred after De-
cember 31, 1951, and before January 1,
1971. Except as otherwise provided in
§25.2512-5(b), the present value of annu-
ities, life estates, terms of years, re-
mainders, and reversions transferred
after December 31, 1951, and before Jan-
uary 1, 1971, is the present value of
such interests determined under this
section. If the value of the interest in-
volved is dependent upon the continu-
ation or termination of one or more
lives, the factor for the present value is
computed on the basis of interest at
the rate of 3% percent a year, com-
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pounded annually, and life contin-
gencies for each life involved from U.S.
Life Table 38. This table and many ac-
companying factors are set forth in
former §25.2512-5 (as contained in the
26 CFR part 25 edition revised as of
April 1, 1984). Special factors involving
one and two lives may be found in or
computed with the use of tables con-
tained in Internal Revenue Service
Publication Number 11, ‘Actuarial
Values for Estate and Gift Tax,” (Rev.
5-59). This publication is no longer
available for purchase from the Super-
intendent of Documents. However, it
may be obtained by requesting a copy
from: CC:DOM:CORP:T:R (IRS Publica-
tion 11), room 5228, Internal Revenue
Service, POB 7604, Ben Franklin Sta-
tion, Washington, DC 20044. The
present value of an interest measured
by a term of years is computed on the
basis of interest at the rate of 3% per-
cent a year.

(c) Valuation of annuities, interests for
life or term of years, and remainder or re-
versionary interests transferred after De-
cember 31, 1970, and before December 1,
1983. Except as otherwise provided in
§25.2512-5(b), the present value of annu-
ities, life estates, terms of years, re-
mainders, and reversions transferred
after December 31, 1970, and before De-
cember 1, 1983, is the present value of
such interests determined under this
section. If the interest to be valued is
dependent upon the continuation or
termination of one or more lives or
upon a term certain concurrent with
one or more lives, the factor for the
present value is computed on the basis
of interest at the rate of 6 percent a
year, compounded annually, and life
contingencies determined for each
male and female life involved, from the
values that are set forth in Table LN.
Table LN contains values that are
taken from the life table for total
males and the life table for total fe-
males appearing as Tables 2 and 3, re-
spectively, in United States Life Ta-
bles: 1959-61, published by the Depart-
ment of Health and Human Services,
Public Health Service. Table LN and
accompanying factors are set forth in
former §25.2512-9 (as contained in the
26 CFR part 25 edition revised as of
April 1, 1994). Special factors involving
one and two lives may be found in or
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