
Summary
Rev. Rul. 77-378

"There would be no doubt of his nonliability for gift tax upon the

value of the income if he had reserved to himself the absolute right to the

income for his life.  But he made no such reservation.  He transferred the

entire property.  Whether he would enjoy any of its income depended

entirely on the trustee, who, in his uncontrolled discretion, could deprive

him of it completely.  It was only by virtue of the trustee's discretion, which on

this record must be regarded as entirely voluntary, that the donor received

any of the income; and this direction might be terminated whenever the

trustee deemed it proper that the wife should receive the income.  Such a

hope of passive expectancy is not a right.  It is not enough to lessen the value

of the property transferred."

* * *

"Whether the grantor would enjoy any of the trust's assets is

dependent entirely on the uncontrolled discretion of the trustee.  Such a hope

or passive expectancy does not lessen the value of the property transferred.

Accordingly, the Federal gift tax is applicable to the entire value of the

property transferred to the trust by the grantor."

* * *



"Rev. Rul. 62-13 is hereby clarified to remove any implication

that an entirely voluntary power held by a trustee to distribute all of the trust's

assets to the grantor is sufficient to render a gift incomplete either in whole

or in part."


