m-
fNotice of Proposed Rulemaking
0
th&eneration-Skipping Transfer Tax

as
b®S-22-96

NGAGENCY: Internal Revenue Service
(IRS), Treasury

WACTION: Notice of proposed rulemak-
1eing.
n- SUMMARY: This document contains
er,proposed regulations relating to the fine
eageneration-skipping transfer (GST) ta
eirregulations under chapter 13 of th
Internal Revenue Code (Code). Thi
document proposes a change to the fir
regulations and is necessary to provic
ulagguidance to taxpayers so that they me
comply with chapter 13 of the Code

is DATES: Written comments and reques!
wsfor a public hearing must be received b
September 10, 1996.

ADDRESSES: Send submissions t

CC:DOM:CORP:R (PS-22-96), roon
on5228, Internal Revenue Service, PO
ng7604, Ben Franklin Station, Washingtor
igtDC 20044. In the alternative, submis
nusions may be hand delivered betwec

the hours of 8 am. and 5 p.m. to

CC:DOM:CORP:R (PS-22-96), Couri
r 28r's Desk, Internal Revenue Service

1111 Constitution NW., Washington
r 28C. 20224.

FOR FURTHER INFORMATION CON-

" 28aCT: Concerning the proposed regule

ion, James F. Hogan, (202) 622-30¢

mggot a toll-free number); concerning sut

issions, Christina Vasquez, (202) 622
r?180, (not a toll-free number).
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foSUPPLEMENTARY INFORMATION:

Background

0 On December 24, 1992, the IRS pul
lished a notice of proposed rulemakin
in the Federal Register (57 FR 61356)
tontaining proposed regulations undt
sections 2611, 2612, 2613, 2632, 264
2642, 2652, 2653, 2654, and 2663. C

sedDecember 27, 1995, the IRS publishe

- dfnal regulations in théd-ederal Register



(60 FR 66898 unde sectiors 2611,
2612 2613 2632 2641 2642 2652,
2653 2654 ard 2663 This proposed
regulation will delee § 26.2652
1(a)(9 ard two relatel examples.

Explanatio of Provision

Sectio 2652(a)() provides generaly,
that the term transfeor means—(A in
the cae of ary propery subje¢ to the
tax imposeal by chapte 11, the decedent,
ard (B) in the cae of ary property
subje¢ to the tax imposel by chapter
12, the dona. An individud is treatel as
transferrig any property with respet to
which the individud is the transfero.
Unde § 26.2652-1(a)(2) a transfe is
subjet to Federd gift tax if a gift tax is
imposel unde sectim 2501(3 ard is
subjet¢ to Federé estae tax if the value
of the propery is includible in the
decederis gross estae determiné under
sectim 203L or sectim 2103 Under
§ 26.2652-1(a)(4) the exerci® of a
powe of appointmenh tha is not a
generh powe of appointmen is also
treatal as a transfe subje¢ to Federal
estaé or gift tax by the holde of the
powe if the powe is exercisé in a
manne tha may postpore or suspend
the vesting, absolute ownersip, or
powe of alienation of an interes in
propery for a period measurd from the
dae of the creatio of the trust extend-
ing beyord ary specifial life in being at
the dae of creation of the trug plus a
periad of 21 yeass plus if necessat a
reasonald periad of gestation.

The~ purpose~ of- the- rule- in
§ 26.2652-1(a)(¥ was to apply the
GST tax when it may nat otherwise
hawe applied It was neve intendel to
(nor could it) preven the application of
the tax pursuam to the statutoy provi-
siors tha apply base on the original
taxabk transfe. To eliminake any unce-
tainty concernig the prope application
of the GST tax, the regulatiors under
sectilm 2652(@ will be clarified by
eliminating § 26.2652 1(a)(4 ard Ex-
ampk 9 and Exampé 10 in § 26.2652—
1(a)(6 from the final regulations.

Proposel Effectivwe Date

The® amendmerst apply to transfers
to trusts on or after Jure 12, 1996.

Specid Analysis

It has been determind tha this notice
of proposé rulemakirg is not a signifi-
cart regulatoy action as defined in EO
12866 Therefore a regulatoy assess-
mert is not required It has al been

determiné tha section 553(h of the
Administrative Procedue Act (5 U.S.C.
chapte 5) and the Regulatoy Flexibility
Act (5 U.S.C chapte 6) do not apply to
these regulations ard therefore a Regu-
latory Flexibility Analysis is not re-
quired Pursuah to sectim 7805(f) of
the Internd Reveni Code the notice of
propose rulemakirg precediy these
regulatiors was submittel to the Small
Busines Administration for commet on
its impad on smal business.

Commerg and Reques for a Public
Hearing

Before this proposé regulation is
adoptel as a final regulation conside-
ation will be given to any written com-
mens (a signel origind and eight (8)
copieg tha are submittel timely to the
IRS. All commens will be availabk for
public inspection ard copying A public
hearirg may be scheduld if requested
in writing by a persm tha timely
submis written comments If a public
hearirg is schedulednotice of the date,
time, ard place for the hearirg will be
publishel in the Federd Registe.

Drafting Information

The principd autha of this proposed
regulation is Jame F. Hogan Office of
the Chigf Counsel IRS. Othe personnel
from the IRS and Treasuy Department
participatel in its development.

* * * * *

Proposel Amendmerst to the Regula-
tions

Accordingly, 26 CFR pat 26 is pro-
poseal to be amendd as follows:

PART 26—GENERATION-SKIPPING
TRANSFER TAX REGULATIONS UN-
DER THE TAX REFORM ACT OF
1986

Paragrap 1. The authori citation for
pat 26 continues to read in part as
follows:

Authority: 26 U.S.C 7806 * * *

Pa. 2 Sectim 26.26524 is amended
as follows:

1. Paragrap (a)(4 is removel and
paragraph (a)(5 ard (a)(6) are redesig-
natel as paragraph (a)(4 ard (a)(5),
respective}.

2. In newly designatd paragraph
(a)(5), Exampls 9 ard 10 are removed
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ard Exampé 11 is redesignate as Ex-
ampk 9.

Margareg Milner Richardson,
Commissioneof Internd Revenue.

(Filed by the Office of the Federd Registeé on
Jure 11, 1996 8:45 a.m, ard publishal in the
isste of the Federa Registe for Jure 12, 1996 61
FR. 29714)




