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conservator of the estate of X, requesting a ruling under section
1014 of the Internal Revenue Code.

The information submitted states that X and Y were narried
in Year 1. During their marriage, X and Y acquired a significant
amount of stock. As of Date 1, a portion of X and Y s stock was
held in a B account (B Account) under X s nane. Approxinately
X % of the stock held in the B Account consisted of B stock (B
Stock). On Date 2, X and Y executed a nmarital property
decl arati on and agreement confirmng that all property they held,
either separately or jointly, was community property. On Date 3,
the C county superior court determ ned that X was no | onger
conpetent to manage his personal needs, and a tenporary
conservatorship for X was established. Y was appointed tenporary
conservator of X' s person. Early in Year 2, Y was hospitalized.

On or about Date 4, Y s son, Z, acting under a durable power
of attorney, transferred half the stock in the B Account,
including half the B Stock, to the Trust. This transfer was mde
wi t hout the witten consent of X or of X' s court appointed
conservator. The instrunent provides that assets transferred to
the Trust are Y' s separate property. Until this transfer, the
Trust was unfunded. On Date 5, the C county superior court
determ ned that X was not conpetent to manage his assets and
appoi nted A as permanent conservator of X' s estate. On Date 6, Y
di ed.

On Date 7, the C county superior court determ ned that as of
Date 6, the date of Y s death, the property belonging to X and Y,
i ncl udi ng assets remaining in the B Account and those transferred
fromthis account to the Trust, constituted comrunity property.
Therefore, the C county superior court concluded that the
transfer to the trust did not result in converting the assets to
Y s separate property.

A represents that at |east one-half of the community
property interest in the B stock is includible in determ ning the
value of Y' s gross estate.

Section 1014(a)(1) of the Code provides that the basis of
property in the hands of a person acquiring the property froma
decedent or to whomthe property passed froma decedent will, if
not sol d, exchanged, or otherw se di sposed of before the
decedent’ s death by such person be the fair market value of the
property at the date of the decedent’s death.

Section 1014(b)(6) of the Code provides that in the case of
decedents dying after Decenber 31, 1947, the basis of property
whi ch represents the surviving spouse’s one-half share of



comrunity property receives a basis equal to its fair market
value at the date of the decedent’s death, if at |east one-half
of the whole of the conmunity interest in such property was

includible in determ ning the value of the decedent’s gross
est at e.

Section 852(a) of the Fam |y Code provides that a
transnutation of real or personal property is not valid unless
made in witing by an express declaration that is made, joined
in, consented to, or accepted by the spouse whose interest in the
property is adversely affected.

Based solely on the facts and the representati ons subm tted
that the B stock was community property of X and Y, we concl ude
that the basis of the B Stock, including X s one-half conmunity
property share of it, is its fair market value as of Y s death

Except as specifically set forth above, no opinion is
expressed concerning the federal tax consequences of the facts
descri bed under any other provision of the Code. |In particular,
no opinion is expressed regarding the fair market value of the B
Stock at the tinme of Y s death. Additionally, if the C county
superior court’s order of Date 7, with regard to the comunity
property status of the B stock, should be reversed, or in any
manner ceases to be in effect, then this ruling shall be null and
voi d.

This ruling is directed only to the taxpayer who requested
it. Section 6110(k)(3) of the Code provides that it nay not be
used or cited as precedent.

Pursuant to the power of attorney on file with this office,
a copy of this letter is being sent to A

Si ncerely yours,

J. THOVAS HI NES

Seni or Techni ci an Revi ewer
Branch 2

O fice of the Assistant
Chi ef Counsel

(Passt hroughs and
Speci al I ndustries)

Encl osures: 2
Copy of this letter
Copy for section 6110 purposes



