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tion (a) by reason of having engaged in a prohibited transazction with the pur
posé. of diverting the corpus or income of such organization from its exempt
purposcs and such transaction involved a substantial part of such corpus of
x.u.omc, and which taxable year is the same, or priof to the, taxabie year of the
organization_in which such transaction occurndW
lowed thc only if such donor or (if such donor 15 an individual) any
Tember Of 15 1ainny (as dchned in scction 267 (c) (4)). was & party to such

prohibited transaction.

. [Sec. 563(f)]
(f) Dewmniion.—For purposes of this section, the term “gift or bequest” means
sny gift, contribution, bequest, devise, legacy, or trans.er_ .

Nk 4 [Sc... 303(z)]

(g) Sreaiac Ru:.z FOR LOANS.—For purgoses af the application of subsection
{e) (1), in the casc of & loan by a trust described in section 401 (a), the following
tules shall apply with respect to a loan made before March 1, 1954, which would
constitute a prohibited transaction if made on o¢ after March 1, 1954:

Q) If any part of the loan is repayable prior to Desember 31, 1953,
the rencwal of such part of the loan for a period not extending beyond
December 31, 1955, on the same terms, siiall not be considered a prohibited
transaction,

.(2) i the loan js repayabic on demand, the continuation of the loan
without the receipt of adequate sccurity and a reasonable rate of interesc
“beyond Dacember 31, 1955, shall be considered a prohibited transaction.

\“0! [See. 563¢h))

(h) Srzcian Rutes Reratine 7o LznniNe py- SectioN 401(a) axp Secriox
501(c)(17) Trusvs 1o CErTAIN Pzrsons.—For purposcs of subsection (c)(1), &
bond debenture, note, or certificate or other ¢vidence of indebtedness (hcmnahcr
in this subsection referred to as "ob! igation") acquired by a trust deseribed in
section 401(a) or scction 501(:)(17) shall not be trcatcd asa loan made without
the receipt of adequate security if—

{1) such obligation is acquired—
(A) on the market, either (i) at the price of the obhgahon prevail-
ing on a national sccuritics exchange which is registered with the
. Sccurities and Exchange Commission, or (i) if the obligation is not

traded on such a national sccurifics exchange, at a price not less favor-

able to the trust than the offcnng price for the obligation as established

by current bid and asked prices quoted by persons independent of

the issuer;

(B) from an undcrwriter, at a price (i) not in excess of the public

- offcnng price for the obligation as set forth in a prospectus or offering

~circular filed with the Sccurities and Exchange Commission, and (ii) at

% which a substantial portion of the same issuc is acquired by persons

independent of the issucr; or

(C) directly from the issuer, at a price not less favorablc to the

;.. trust than the price paid currently for a substantial portion of the same
:  issue by persons independent of the issuer;

(2) nmmedmcly following acquisition of such obligation—

.(A) not more than 25 percent of the aggregate amount ‘of obhga-
hons issucd in such issuc and outstanding at the time of acquisition is
held by the trust and

(B) at least 50 percent of the aggregate amount referred to in.

 subparagraph (A) is held by persons independent of the issuer; and

3) xmmedntcly following acquxsmon of the oblxgahou. not more than
‘25 percent of the asscts of the trust is invested in oblxgatxons of persons
.l..".lwrl in subscction (c). .



