Section 2652.—Other Definitions

26 CFR 26.2652-1 Transfeor defined other
definitions.

T.D. 8720

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 26

Generation-Skipping Transfer Tax

AGENCY: Internd Revene Servie
(IRS), Treasury

ACTION: Find Regulations.

SUMMARY: This documeh contains
final- regulatiors~ relating— to- the
generation-skippip transfe (GST) tax
regulatiors unde chapte 13 of the
Internd Revene Code (Code) This
documen amend the final regulations
unde section 2632 and is necessar to
provide guidane to taxpayes so that
they may comply with chapte 13 of the
Code.

DATES: This regulatio is effective on
May 20, 1997.

For dates of applicabiliy of these
regulations see Effectie Date under
Supplementar Information.

FOR FURTHER INFORMATION CON-
TACT: Jams F. Hogan (202 622-3090
(nat a toll-free number),

SUPPLEMENARY INFORMATION:

Backgound

On Decembe 27, 1995 the IRS pub-
lished final regulatiors in the Federal
Register(60 FR 6683 [T.D. 8644 C.B.
200) unde sectiors 2611, 2612 2613,
2632 2641, 2642 2652 2653 2654,
and 2663 On Jure 12, 1996 a notice of
propose~ rulemakirg~  deletirg
§ 26.2652-1(a)(# ard two related ex-
amples was publishe in the Federal
Register (61 FR 29714 [PS-22-96,
1996-3 |.R.B. 15]). No commens re-
spondiry to the notice of proposed
rulemakirg were received and no public
hearirg was requestd or held The final
regulatiors are adoptel as proposed.

Explanation 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 arny 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 Feder 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
powea of appointmen tha is not a
generd powea 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 postpoe or suspend
the vesting absolué ownership or
powe of alienation of an interes in
propery for a period measurd from the
datk of the creatin of the trust, extend-
ing beyord ary specifia life in being at
the dake of creatiom of the trug plus a
periad of 21 yeas plus if necessat a
reasonald periad of gestation.

The~ purpose~ of= the~ rule- in
§ 26.2652-1(a)( was to impos the
GST tax when it may not otherwise
hawe applied It was neve intenda to
(nor could it) preven the application of
the tax pursuan to the statutoy provi-
siors tha apply base on the original
taxabk transfe. To eliminae any unce-
tainty concerniig the prope application
of the GST tax, the regulatiors under
section 2652(3 are clarified by eliminat-
ing § 26.2652-1(a)(# and Exampé 9
ard Exampe 10 in § 26.2652-1(a)(6)
from the regulations.

Effective Date

These amendmerst apply to transfers
to trusk on or after Jure 12, 1996.

Specid Analyses

It has been determind that this Trea-
suty Decisian is not a significart regula-
tory action as defined in EO 12866.
Therefore aregulatoy assessmetris not
required It has al® been determined
tha section 553(h of the Administrative
Procedue Act (5 U.S.C chapte 5) does
not apply to thes regulatiors and be-
cau® the® regulatiors do not impos a
collection of information on smal enti-
ties the Regulatoy Flexibility Act (5
U.S.C chapte 6) does nat apply. There-
fore, a Regulatoy Flexibility Analysis is
nat required Pursuahto sectiacn 7805(f)
of the Internd Revene Code the notice
of proposd rulemakirg precediy these
regulatiors was submittel to the Small
Busines Administratian for commen on
its impad on smal business.

Drafting Information

The principd autha of this regulation
is James F. Hogan Office of the Chief
Counsel IRS. Othe personnkfrom the
IRS armd Treasuy Departmeh partici-
pateal in its development.

* * * * *

Amendmerstto the Regulations

Accordingly, 26 CFR pat 26 is
amendd as follows:


National Tax Services, Inc.
Scroll down to read beginning of document.


PART 26—GENERATION-SKIPPING and Example 1lis redesignated akx-
TRANSFER TAX REGULATIONS UN- ample 9

DER THE TAX REFORM ACT OF

1986 Margaret Milner Richardson,

Paragraph 1. The authority citation for Commissioner of Internal Revenu

part 26 continues to read, in part, a\pproved May 1, 1997.

follows:
Authority: 26 U.S.C. 7805 * * * Donald C. Lubick,
Par. 2 Section 26.2652-1 is amended  Assistant Secretary of the Treasur

as follows:
. Filed by the Office of the Federal Register ol
1. Paragraph (a)(4) is removed an({blay 19, 1997, 8:45 a.m., and published in th

paragraphs (a)(5) and (a)(6) are redesigssue of the Federal Register for May 20, 1997, €
nated as paragraphs (a)(4) and (a)(5FR. 27496)
respectively.

2. In newly designated paragraph
(a)(5), Examples 9and 10 are removed




