
SEQ  0106 JOB  A02-008-008 PAGE-0017 PART 1 PAGE 17  
REVISED 28MAY96 AT 09:51 BY LR   DEPTH:  65.01 PICAS  WIDTH  46 PICAS 
COMPOSITE COLOR

778/20049/28MAY96/A02-008

TABLE 1

REV. RUL. 96–4
Inflation-Adjusted Amounts Under § 1274A

Calendar Year
of Sale

or Exchange

1274A(b) Amount
(qualified debt

instrument

1274A(c) (2) (A) Amount
(cash method debt

instrument)

1990 $2,933,200 $2,095,100
1991 $3,079,600 $2,199,700
1992 $3,234,900 $2,310,600
1993 $3,332,400 $2,380,300
1994 $3,433,500 $2,452,500
1995 $3,523,600 $2,516,900
1996 $3,622,500 $2,587,500

Note: These inflation adjustments were computed using the All-Urban, Consumer Price Index, 1982-1984 base,
published by the Bureau of Labor Statistics. 

EFFECT ON OTHER DOCUMENTS

Rev. Rul. 95–10, 1995–1 C.B. 168,
is supplemented and superseded.

DRAFTING INFORMATION

The principal author of this revenue
ruling is David B. Silber of the Office
of the Assistant Chief Counsel (Finan-
cial Institutions and Products). For
further information regarding this reve-
nue ruling contact Mr. Silber on (202)
622-3930 (not a toll-free call).

Section 2031.—Definition of Gross
Estate

26 CFR 20.2031–6: Valuation of household
and personal effects.

Executors and administrators of estates includ-
ing art appraised at $50,000 or more may request
that the Service issue a Statement of Value for
the art. See Rev. Proc. 96–15, page 41.

Section 2512.—Valuation of Gifts

26 CFR 25.2512–1: Valuation of property, in
general.

The donor of a gift of art appraised at $50,000
or more may request that the Service issue a
Statement of Value for the art. See Rev. Proc.
96–15, page 41.

Section 3402.—Income Tax Collected
at Source

26 CFR 31.3402(r)–1: Withholding on
distributions of Indian gaming profits to tribal
members.

T.D. 8634

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 31

Withholding on Distributions of Indian
Gaming Profits to Tribal Members

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

SUMMARY: This document contains
final regulations relating to the income
tax withholding requirement on dis-
tributions of profits from certain gam-
ing activities made to members of
Indian tribes under section 3402(r) of
the Internal Revenue Code of 1986.
Those affected by the regulations are
persons, including Indian tribes, mak-
ing payments to members of Indian
tribes from net revenues of certain
gaming activities conducted or licensed
by the tribes. Also affected are mem-
bers of Indian tribes who receive the
payments.

DATES: These regulations are effective
December 19, 1995. For the date of
applicability, see § 31.3402(r)–1(b).

FOR FURTHER INFORMATION
CONTACT: Rebecca Wilson (202)
622-6040 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

This document contains amendments
to the Employment Tax Regulations
(26 CFR part 31) under section
3402(r). Section 3402(r) was added by
section 701 of the Uruguay Round
Agreements Act, which approved the
trade agreements resulting from the
Uruguay Round of multilateral trade
negotiations under the auspices of the
General Agreement on Tariffs and
Trade (GATT) and the Statement of
Administrative Action to implement the
Agreements.

On December 22, 1994, temporary
regulations (TD 8574 [1995–1 C.B.
194]) relating to withholding on dis-
tributions of Indian gaming profits to
tribal members under section 3402(r)
were published in the Federal Register
(59 FR 65939). A notice of proposed
rulemaking (EE–60–94 [1995–1 C.B.
857]) cross-referencing the temporary
regulations was published in the Fed-
eral Register for the same day (59 FR
65982). No public hearing was re-
quested or held.

Also on December 22, 1994, the IRS
mailed a copy of Notice 1026, provid-
ing withholding tables for use in 1995,
to Indian tribes and gaming establish-
ments listed with the National Indian
Gaming Commission. For 1996 and
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subsequent years, tables will be printed
in a supplement to Circular E.

The IRS received written comments
responding to the notice of proposed
rulemaking. After consideration of the
comments, the regulations proposed by
EE–60–94 are adopted as revised by
this Treasury decision, and the corre-
sponding temporary regulations are
withdrawn. The regulations contain no
substantive changes.

Explanation of Provisions

1. Indian Gaming Regulatory Act.
Net revenue from certain gaming ac-
tivities conducted or licensed by an
Indian tribe may be used to make
taxable distributions to members of the
Indian tribe. The tribe must notify its
members of the tax liability at the time
the payments are made. 25 U.S.C.
2710(b)(3) and (d)(1).

2. Prior law. Prior to the addition of
section 3402(r) in 1994, a tribe was not
required to withhold on these distribu-
tions to tribal members except to the
extent backup withholding rules applied
under section 3406.

3. Code section 3402(r). Section
3402(r) generally requires that, for
payments made after December 31,
1994, persons, including Indian tribes,
making payments to members of Indian
tribes from the net revenues of certain
gaming activities conducted or licensed
by the tribes deduct and withhold
income taxes from those payments.
Section 3402(r) provides that the with-
holding amount be calculated assuming
that the taxpayer is single and has one
exemption.

4. Legislative history. The legislative
history of section 3402(r) indicates that
the goal of the new withholding re-
quirement was to make it easier for
tribal members who receive gaming
distributions to meet their tax
responsibilities:

Distributions of net revenues from
gaming activity by an Indian tribe may
result in significant tax liability to the
tribe’s members. Establishing withhold-
ing on such payments will more closely
match estimated tax payments to ulti-
mate tax liability. For some tribal
members, this change may eliminate
the need to make quarterly estimated
tax payments. For others, it will reduce
the likelihood that they will face
penalties for underpayment of tax at
the time of tax filing.
H.R. Rep. No. 826, 103d Cong., 2d
Sess., pt.1, at 170–171 (1994).

5. Proposed regulations. The pro-
posed regulations implement the with-
holding method prescribed by section
3402(r). They also permit additional
withholding by agreement between the
tribal member and the tribe.

6. Comments and final regulations.
The IRS received only two written
comments on the proposed regulations.
After consideration of both comments,
the proposed regulations are adopted
with no substantive changes.

No comments were received from
the Chief Counsel for Advocacy of the
Small Business Administration.

Special Analyses

It has been determined that this
Treasury decision is not a significant
regulatory action as defined in EO
12866. Therefore, a regulatory assess-
ment is not required. It also has been
determined that section 553(b) of the
Administrative Procedure Act (5 U.S.C.
chapter 5) and the Regulatory Flex-
ibility Act (5 U.S.C. chapter 6) do not
apply to these regulations, and, there-
fore, a Regulatory Flexibility Analysis
is not required. Pursuant to section
7805(f) of the Internal Revenue Code,
the notice of proposed rulemaking
preceding these regulations was submit-
ted to the Small Business Administra-
tion for comment on its impact on
small business.

Drafting Information

The principal author of the regula-
tions is Rebecca Wilson, Office of the
Associate Chief Counsel (Employee
Benefits and Exempt Organizations),
IRS. However, other personnel from
the IRS and Treasury Department
participated in their development.

* * * * * *

Adoption of Amendments to the
Regulations

Accordingly, 26 CFR part 31 is
amended as follows:

PART 31—EMPLOYMENT TAXES
AND COLLECTION OF INCOME
TAX AT SOURCE

Paragraph 1. The authority citation
for part 31 is amended by removing the
entry for section 31.3402(r)–1T and
adding an entry in numerical order to
read as follows:

Authority: 26 U.S.C. 7805 ***
Section 31.3402(r)–1 also issued under
26 U.S.C. 3402(p) and (r),***

Par. 2. Section 31.3402(r)–1 is added
to read as follows:

§ 31.3402(r)–1 Withholding on
distributions of Indian gaming profits
to tribal members.

(a)(1) General rule . Sect ion
3402(r)(1) requires every person, in-
cluding an Indian tribe, making a
payment to a member of an Indian tribe
from the net revenues of any class II or
class III gaming activity, as defined in
25 U.S.C. 2703, conducted or licensed
by such tribe to deduct and withhold
from such payment a tax in an amount
equal to such payment’s proportionate
share of the annualized tax, as that
term is defined in section 3402(r)(3).

(2) Withholding tables. Except as
provided in paragraph (a)(4) of this
section, the amount of a payment’s
proportionate share of the annualized
tax shall be determined under the
applicable table provided by the
Commissioner.

(3) Annualized amount of payment.
Section 3402(r)(5) provides that pay-
ments shall be placed on an annualized
basis under regulations prescribed by
the Secretary. A payment may be
placed on an annualized basis by
multiplying the amount of the payment
by the total number of payments to be
made in a calendar year. For example,
a monthly payment may be annualized
by multiplying the amount of the
payment by 12. Similarly, a quarterly
payment may be annualized by multi-
plying the amount of the payment by 4.

(4) Alternate withholding pro-
cedures—(i) In general. Any procedure
for determining the amount to be
deducted and withheld under section
3402(r) may be used, provided that the
amount of tax deducted and withheld is
substantially the same as it would be
using the tables provided by the
Commissioner under paragraph (a)(2)
of this section. At the election of an
Indian tribe, the amount to be deducted
and withheld under section 3402(r)
shall be determined in accordance with
this alternate procedure.

(ii) Method of election. It is suffi-
cient for purposes of making an elec-
tion under this paragraph (a)(4) that an
Indian tribe evidence the election in
any reasonable way, including use of a
particular method. Thus, no written
election is required.
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5. Additional withholding permitted.
Consistent with the provisions of sec-
tion 3402(p), a tribal member and a
tribe may enter into an agreement to
provide for the deduction and withhold-
ing of additional amounts from pay-
ments in order to satisfy the anticipated
tax liability of the tribal member. The
agreement may be made in a manner
s imi l a r t o t ha t de sc r ibed in
§ 31.3402(p)–1 (with respect to volun-
tary withholding agreements between
employees and employers).

(b) Effective date. This section ap-
plies to payments made after December
31, 1994.

§ 31.3402(r)–1T [Removed]

Par. 3. Section 31.3402(r)–1T is
removed.

Margaret Milner Richardson,
Commissioner of

Internal Revenue.

Approved November 28, 1995.

Leslie Samuels,
Assistant Secretary

of the Treasury.

(Filed by the Office of the Federal Register on
December 18, 1995, 8:45 a.m., and published
in the issue of the Federal Register for
December 19, 1995, 60 F.R. 65237)

Section 7478.—Declaratory
Judgements Relating to Status of
Certain Governmental Obligations

A revenue procedure sets forth procedures for
requesting a ruling under §§ 103, 141–150, 1395,
and 7871(c) of the Code. See Rev. Proc. 96–16,
page 45.

Section 7520.—Valuation Tables

26 CFR 1.7520–3: Limitation on the
application of section 7520.

T.D. 8630

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Parts 1, 20, and 25 

Actuarial Tables Exceptions

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

SUMMARY: This document contains
final income, estate, and gift tax
regulations relating to exceptions to the
use of the valuation tables in the
regulations for valuing annuities, inter-
ests for life or a term of years, and
remainder or reversionary interests, the
valuation of which was the subject of
final regulations published on June 10,
1994. These regulations are necessary
in order to provide guidance consistent
with court decisions concluding that the
valuation tables are not to be used in
certain situations.

EFFECTIVE DATE: These regulations
are effective December 13, 1995.

FOR FURTHER INFORMATION
CONTACT: William L. Blodgett, tele-
phone (202) 622-3090 (not a toll-free
number).

SUPPLEMENTARY INFORMATION:

Background

On June 10, 1994, the IRS published
in the Federal Register (59 FR 30100)
final income tax regulations under
sections 170, 642, 664 and 7520 of the
Internal Revenue Code (Code), and
final estate and gift tax regulations
under sections 2031, 2512 and 7520 of
the Code providing actuarial tables to
be used in valuing annuities, interests
for life or a term of years, and
remainder or reversionary interests un-
der section 7520. On June 10, 1994,
the IRS also published in the Federal
Register (59 FR 30180) proposed
amendments to the income, estate, and
gift tax regulations prescribing circum-
stances when the published actuarial
tables cannot be used to value interests.
This regulation finalizes those
amendments.

Written comments responding to the
notice of proposed rulemaking were
received. Requests for a public hearing
were also received but were subse-
quently withdrawn. After consideration
of all the comments received, those
amendments are revised and adopted by
this Treasury decision.

Explanation of Provisions

Section 7520(a), which is effective
for transfers after April 30, 1989,

provides that the value of annuities,
interests for life or a term of years, and
remainder or reversionary interests is to
be determined under tables published
by the IRS. Section 7520(e) provides
that, for purposes of section 7520, the
term tables includes formulas. Section
7520(b) provides that section 7520
shall not apply for purposes of any
provision specified in regulations. The
Conference Report accompanying the
Technical and Miscellaneous Revenue
Act of 1988, H.R. Conf. Rep. No.
1104, 100th Cong., 2d Sess. 113 (1988)
(1988–3 C.B. 603), states that section
7520 does not apply in ‘‘situations
specified in Treasury regulations.’’ A
summary of the principal comments
received and revisions made in the
final regulations in response to those
comments is provided below.

1. Valuation of Annuities, Income
Interests, etc. 

Under the proposed regulations, the
tables cannot be used if the instrument
of transfer does not provide the bene-
ficiary of the annuity, income interest,
or remainder interest with the degree of
beneficial enjoyment that is consistent
with the traditional character of that
property interest under applicable local
law. One comment letter suggested
that, as a result of enactment of section
2702, it may no longer be necessary to
prescribe special rules in the case of a
trust corpus consisting of nonproduc-
tive property. It was decided to retain
these rules because this issue will
continue to arise in certain situations
where section 2702 does not apply;
e.g., the valuation of a gift of an
income interest for purposes of deter-
mining the section 2503(b) gift tax
exclusion; the valuation of the bequest
of an income interest for purposes of
the section 2013 estate tax credit.

In response to comments, the final
regulations provide additional guidance
for determining under what circum-
stances a life tenant or term certain
beneficiary of tangible property pos-
sesses adequate beneficial use such that
the tables would be used to value the
interest.

A number of comments were re-
ceived on the valuation of an annuity
that is payable from a trust corpus that
will exhaust prior to the annuitant
reaching the presumed terminal age
prescribed by the tables (age 110).
Under the proposed regulations, the


