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($180,000), less the value of the income inter-
est in the qualified terminable interest prop-
erty, $45,000 (45 percent of $100,000). S also 
makes a gift under section 2511 of $40,000; 
i.e., the fair market value of 40 percent of S’s 
income interest. S’s disposition of 40 percent 
of the income interest is deemed to be a 
transfer under section 2519 of the entire 45 
percent portion of the remainder subject to 
the section 2056(b)(7) election. Since S re-
tained 60 percent of the income interest, 27 
percent (60 percent of 45 percent) of the trust 
property is includible in S’s gross estate 
under section 2036. See also section 2702 and 
Example 4 as to the principles applicable in 
valuing S’s gift under section 2702 and ad-
justed taxable gifts upon S’s subsequent 
death. 

Example 6. Transfer of Spousal Annuity Pay-
able From Trust. D died prior to October 24, 
1992. D’s will established a trust valued for 
estate tax purposes at $500,000. The trust in-
strument required the trustee to pay an an-
nuity to S of $20,000 a year for life. All the 
trust income other than the amounts paid to 
S as an annuity are to be accumulated in the 
trust and may not be distributed during S’s 
lifetime to any person other than S. After 
S’s death, the principal of the trust is to be 
distributed to D’s children. Because D died 
prior to the effective date of section 1941 of 
the Energy Policy Act of 1992, S’s annuity in-
terest qualifies as a qualifying income inter-
est for life. Under § 20.2056(b)–7(e) of this 
chapter, based on an applicable 10 percent in-
terest rate, 40 percent of the property, or 
$200,000, is the value of the deductible inter-
est. During 1996, S makes a gift of the annu-
ity interest to D’s children at which time the 
fair market value of the trust is $800,000 and 
the fair market value of S’s annuity interest 
in the trust is $100,000. Pursuant to section 
2519, S is treated as making a gift of $220,000 
(the fair market value of the qualified ter-
minable interest property, 40 percent of 
$800,000 ($320,000), less the $100,000 annuity in-
terest in the qualified terminable interest 
property). S is also treated pursuant to sec-
tion 2511 as making a gift of $100,000 (the fair 
market value of S’s annuity interest). 

[T.D. 8522, 59 FR 9656, Mar. 1, 1994, as amend-
ed by T.D. 9077, 68 FR 42595, July 18, 2003] 

§ 25.2519–2 Effective date. 

Except as specifically provided in 
§ 25.2519–1(g), Example 6, the provisions 
of § 25.2519–1 are effective with respect 
to gifts made after March 1, 1994. With 
respect to gifts made on or before such 
date, the donee spouse of a section 
2056(b)(7) or section 2523(f) transfer may 
rely on any reasonable interpretation 
of the statutory provisions. For these 
purposes, the provisions of § 25.2519–1 

(as well as project LR–211–76, 1984–1 
C.B., page 598, see § 601.601(d)(2)(ii)(b) of 
this chapter), are considered a reason-
able interpretation of the statutory 
provisions. 

[T.D. 8522, 59 FR 9658, Mar. 1, 1994] 

§ 25.2521–1 Specific exemption. 
(a) In determining the amount of tax-

able gifts for the calendar quarter (cal-
endar year with respect to gifts made 
before January 1, 1971) there may be 
deducted, if the donor was a resident or 
citizen of the United States at the time 
the gifts were made, a specific exemp-
tion of $30,000, less the sum of the 
amounts claimed and allowed as an ex-
emption in prior calendar quarters or 
calendar years. The exemption, at the 
option of the donor, may be taken in 
the full amount of $30,000 in a single 
calendar quarter or calendar year, or 
be spread over a period of time in such 
amounts as the donor sees fit, but after 
the limit has been reached no further 
exemption is allowable. Except as oth-
erwise provided in a tax convention be-
tween the United States and another 
country, a donor who was a non-
resident not a citizen of the United 
States at the time the gift or gifts were 
made is not entitled to this exemption. 
For the definition of calendar quarter 
see § 25.2502–1(c)(1). 

(b) No part of a donor’s lifetime spe-
cific exemption of $30,000 may be de-
ducted from the value of a gift attrib-
utable to his spouse where a husband 
and wife consent, under the provisions 
of section 2513, to have the gifts made 
during a calendar quarter or calendar 
year considered as made one-half by 
each of them. The ‘‘gift-splitting’’ pro-
visions of section 2513 do not authorize 
the filing of a joint gift tax return nor 
permit a donor to claim any of his 
spouse’s specific exemption. For exam-
ple, if a husband has no specific exemp-
tion remaining available, but his wife 
does, and the husband makes a gift to 
which his wife consents under the pro-
visions of section 2513, the specific ex-
emption remaining available may be 
claimed only on the return of the wife 
with respect to one-half of the gift. The 
husband may not claim any specific ex-
emption since he has none available. 

(c)(1) With respect to gifts made after 
December 31, 1970, the amount by 
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which the specific exemption claimed 
and allowed in gift tax returns for prior 
calendar quarters and calendar years 
exceeds $30,000 is includible in deter-
mining the aggregate sum of the tax-
able gifts for preceding calendar years 
and calendar quarters. See paragraph 
(b) of § 25.2504–1. 

(2) With respect to gifts made before 
January 1, 1971, the amount by which 
the specific exemption claimed and al-
lowed in gift tax returns for prior cal-
endar years exceeds $30,000 is includible 
in determining the aggregate sum of 
the taxable gifts for preceding calendar 
years. See paragraph (b) of § 25.2504–1. 

[T.D. 7238, 37 FR 28732, Dec. 29, 1972] 

§ 25.2522(a)–1 Charitable and similar 
gifts; citizens or residents. 

(a) In determining the amount of tax-
able gifts for the ‘‘calendar period’’ (as 
defined in § 25.2502–1(c)(1)) there may be 
deducted, in the case of a donor who 
was a citizen or resident of the United 
States at the time the gifts were made, 
all gifts included in the ‘‘total amount 
of gifts’’ made by the donor during the 
calendar period (see section 2503 and 
the regulations thereunder) and made 
to or for the use of: 

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

(2) Any corporation, trust, commu-
nity chest, fund, or foundation orga-
nized and operated exclusively for reli-
gious charitable, scientific, literary, or 
educational purposes, including the en-
couragement of art and the prevention 
of cruelty to children or animals, if no 
part of the net earnings of the organi-
zation inures to the benefit of any pri-
vate shareholder or individual, if it is 
not disqualified for tax exemption 
under section 501(c)(3) by reason of at-
tempting to influence legislation, and 
if, in the case of gifts made after De-
cember 31, 1969, it does not participate 
in, or intervene in (including the pub-
lishing or distributing of statements), 
any political campaign on behalf of or 
in opposition to any candidate for pub-
lic office. 

(3) A fraternal society, order, or asso-
ciation, operating under the lodge sys-
tem, provided the gifts are to be used 
by the society, order or association ex-

clusively for one or more of the pur-
poses set forth in subparagraph (2) of 
this paragraph. 

(4) Any post or organization of war 
veterans or auxiliary unit or society 
thereof, if organized in the United 
States or any of its possessions, and if 
no part of its net earnings inures to the 
benefit of any private shareholder or 
individual. 
The deduction is not limited to gifts 
for use within the United States, or to 
gifts to or for the use of domestic cor-
porations, trusts, community chests, 
funds, or foundations, or fraternal soci-
eties, orders, or associations operating 
under the lodge system. An organiza-
tion will not be considered to meet the 
requirements of subparagraph (2) of 
this paragraph, or of paragraph (b) (2) 
or (3) of this section, if such organiza-
tion engages in any activity which 
would cause it to be classified as an 
‘‘action’’ organization under paragraph 
(c)(3) of § 1.501(c)(3)–1 of this chapter 
(Income Tax Regulations). For the de-
ductions for charitable and similar 
gifts made by a nonresident who was 
not a citizen of the United States at 
the time the gifts were made, see 
§ 25.2522(b)–1. See §§ 25.2522(c)–1 and 
25.2522(c)–2 for rules relating to the dis-
allowance of deductions to trusts and 
organizations which engage in certain 
prohibited transactions or whose gov-
erning instruments do not contain cer-
tain specified requirements. 

(b) The deduction under section 2522 
is not allowed for a transfer to a cor-
poration, trust, community chest, 
fund, or foundation unless the organi-
zation or trust meets the following 
four tests: 

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

(2) It must not be disqualified for tax 
exemption under section 501(c)(3) by 
reason of attempting to influence legis-
lation. 

(3) In the case of gifts made after De-
cember 31, 1969, it must not participate 
in, or intervene in (including the pub-
lishing or distributing of statements), 
any political campaign on behalf of any 
candidate for public office. 

(4) Its net earnings must not inure in 
whole or in part to the benefit of pri-
vate shareholders or individuals other 
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