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Treas. Reg. Section 25.2511-2(a)  
Cessation of donor's dominion and control 
   

(a) The gift tax is not imposed upon the receipt of the property by the donee, nor is it necessarily 

determined by the measure of enrichment resulting to the donee from the transfer, nor is it 

conditioned upon ability to identify the donee at the time of the transfer. On the contrary, the tax 

is a primary and personal liability of the donor, is an excise upon his act of making the transfer, 

is measured by the value of the property passing from the donor, and attaches regardless of the 

fact that the identity of the donee may not then be known or ascertainable. For gift tax rules 

related to an ABLE account established under section 529A, see §1.529A-4 of this chapter. 

 

(b) As to any property, or part thereof or interest therein, of which the donor has so parted with 

dominion and control as to leave in him no power to change its disposition, whether for his own 

benefit or for the benefit of another, the gift is complete. But if upon a transfer of property 

(whether in trust or otherwise) the donor reserves any power over its disposition, the gift may be 

wholly incomplete, or may be partially complete and partially incomplete, depending upon all 

the facts in the particular case. Accordingly, in every case of a transfer of property subject to a 

reserved power, the terms of the power must be examined and its scope determined. For 

example, if a donor transfers property to another in trust to pay the income to the donor or 

accumulate it in the discretion of the trustee, and the donor retains a testamentary power to 

appoint the remainder among his descendants, no portion of the transfer is a completed gift. On 

the other hand, if the donor had not retained the testamentary power of appointment, but instead 

provided that the remainder should go to X or his heirs, the entire transfer would be a completed 

gift. However, if the exercise of the trustee's power in favor of the grantor is limited by a fixed or 

ascertainable standard (see paragraph (g)(2) of §25.2511-1), enforceable by or on behalf of the 

grantor, then the gift is incomplete to the extent of the ascertainable value of any rights thus 

retained by the grantor. 

 

(c) A gift is incomplete in every instance in which a donor reserves the power to revest the 

beneficial title to the property in himself. A gift is also incomplete if and to the extent that a 

reserved power gives the donor the power to name new beneficiaries or to change the interests of 

the beneficiaries as between themselves unless the power is a fiduciary power limited by a fixed 

or ascertainable standard. Thus, if an estate for life is transferred but, by an exercise of a power, 

the estate may be terminated or cut down by the donor to one of less value, and without 

restriction upon the extent to which the estate may be so cut down, the transfer constitutes an 

incomplete gift. If in this example the power was confined to the right to cut down the estate for 

life to one for a term of five years, the certainty of an estate for not less than that term results in a 

gift to that extent complete. 

 

(d) A gift is not considered incomplete, however, merely because the donor reserves the power to 

change the manner or time of enjoyment. Thus, the creation of a trust the income of which is to 

be paid annually to the donee for a period of years, the corpus being distributable to him at the 

https://bradfordtaxinstitute.com


end of the period, and the power reserved by the donor being limited to a right to require that, 

instead of the income being so payable, it should be accumulated and distributed with the corpus 

to the donee at the termination of the period, constitutes a completed gift. 

 

(e) A donor is considered as himself having a power if it is exercisable by him in conjunction 

with any person not having a substantial adverse interest in the disposition of the transferred 

property or the income therefrom. A trustee, as such, is not a person having an adverse interest in 

the disposition of the trust property or its income. 

 

(f) The relinquishment or termination of a power to change the beneficiaries of transferred 

property, occurring otherwise than by the death of the donor (the statute being confined to 

transfers by living donors), is regarded as the event which completes the gift and causes the tax 

to apply. For example, if A transfers property in trust for the benefit of B and C but reserves the 

power as trustee to change the proportionate interests of B and C, and if A thereafter has another 

person appointed trustee in place of himself, such later relinquishment of the power by A to the 

new trustee completes the gift of the transferred property, whether or not the new trustee has a 

substantial adverse interest. The receipt of income or of other enjoyment of the transferred 

property by the transferee or by the beneficiary (other than by the donor himself) during the 

interim between the making of the initial transfer and the relinquishment or termination of the 

power operates to free such income or other enjoyment from the power, and constitutes a gift of 

such income or of such other enjoyment taxable as of the "calendar period" as defined in § 

25.2502-1(c)(1)] of its receipt. If property is transferred in trust to pay the income to A for life 

with remainder to B, powers to distribute corpus to A, and to withhold income from A for future 

distribution to B, are powers to change the beneficiaries of the transferred property. 

 

(g) If a donor transfers property to himself as trustee (or to himself and some other person, not 

possessing a substantial adverse interest, as trustees), and retains no beneficial interest in the trust 

property and no power over it except fiduciary powers, the exercise or nonexercise of which is 

limited by a fixed or ascertainable standard, to change the beneficiaries of the transferred 

property, the donor has made a completed gift and the entire value of the transferred property is 

subject to the gift tax. 

 

(h) If a donor delivers a properly indorsed stock certificate to the donee or the donee's agent, the 

gift is completed for gift tax purposes on the date of delivery. If the donor delivers the certificate 

to his bank or broker as his agent, or to the issuing corporation or its transfer agent, for transfer 

into the name of the donee, the gift is completed on the date the stock is transferred on the books 

of the corporation. 

 

(i)[Reserved] 

 

(j) If the donor contends that a power is of such nature as to render the gift incomplete, and hence 

not subject to the tax as of the calendar period (as defined in §25.2502-1(c)(1)) of the initial 

transfer, see §301.6501(c)-1(f)(5) of this chapter. 

       

 

 


