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NgRelief From Late Allocation of
:?_SGST Exemption
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URPOSE

This notice provides guidance regard

ing requests for an extension of time t
' @thake an allocation of generation-skippin
Ndgansfer (GST) exemption under
Mg 2642(b)(1) and (2) of the Internal Rev
Pl-enue Code in view of the enactment c
. § 2642(g) by The Economic Growth anc

Tax Relief Reconciliation Act of 2001

(the Act). Pub. L. 107-16, § 564, 11°F
aistat. 91. This notice also provides guid
ndance regarding requests for an extensic
ceof time to make elections undet
ing 2632(b)(3) and § 2632(c)(5) as adde
) agy § 561(a) of the Act.
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oBACKGROUND

ig:e Section 2601 imposes a tax on ever
(ii)GST' Each individual is allowed a GST
irvexemption that may be allocated t
y {gansfers that would be subject to th
eeST tax. In general, an individual’s
th&ST exemption may be allocated tc
transfers at any time on or before th
due date for filing the federal estate ta
return for the individual’'s estate undel
f0|§ 2632(a)(1).
For lifetime transfers, available GST
rev- L .
[isﬁxempnqn is automatically aIIocated_ to :
irect skip under § 2632(b), and to indi
rect skips made after December 31
2000, under § 2632(c), unless the ind
vidual elects out of the automatic
X |jocation under § 2632(b)(3) anc
.fteg 2632(c)(5), respectively. Under
§ 2632(c)(3)(A), an indirect skip is a
transfer of property, subject to gift tax, tc
a GST trust as defined in § 2632(c
weg3)(B). An individual may elect to treat
maany trust as a GST trust unde
n § 2632(c)(5)(A)(ii).



Under § 26.2632-1(b)(1)(i) of the Gen-107" Cong., # Sess. 202 (2001). Unde
eration-Skipping Transfer Tax Regula-§ 564(b) of the Act, the provisions o
tions, the election out of the automatic alg 2642(g)(1) apply to requests for relie
location for direct skips must be made opending on, or filed after, December 3:
a timely filed federal gift tax return. The2000.

Treasury Department and the Internal
Revenue Service will issue regulation®@EQUESTS FOR RELIEF UNDER

providing that the election out of the auto$ 2642(g)(1)

matic allocation for indirect skips and the Section 301.9100-3 of the Procedu

election to treat any trust as a GST trust - . . .
. ! and Administration Regulations provide
must also be made on a timely filed fed; .
. the standards used to determine whett

eral gift tax return.

Under § 2642(b)(1) and § 26.2642—t0 grant an extension of time to make ¢

2(a)(1), with respect to lifetime transferseIeCtlon whose due date is prescribed b

the value of the property to which theregulatlon (and not expressly provided &

L . tatute). Under § 301.9100-1(b), a reg
GST exemption is allocated is its value a1?61tory election includes an election whos

the date of the transfer if the GST exempy . : )
. : . due date is prescribed by a notice pu
tion is automatically allocated or is allo-

cated on a timely filed federal gift tax re_Iished in the Internal Revenue Bulletin
turn. Under § 2642(b)(3), if the allocationIn accordance with § 2642(g)(1)(B), th

is not made on a timely filed gift tax re-t.ime. for allocating the GST exemption &
turn, the value of the property to whic lifetime transfers and transfers at deat
’ . T hthe time for electing out of the automati
the exemption is allocated is its value llocation rules, and the time for electin
the effective date of the allocation as det-0 treat any truét as a GST trust are to
scnbed_ n 8 26.2642—2(a)(2)._ treated as if not expressly prescribed |
Section 2642(b)(2) describes aIIoca-S atute. Therefore, taxpayers may seek
tions with respect to transfers at death ane(}xtensi.on of time ,to make an allocatio
provides that the value of property to escribed in § 2642(b)(1) or (b)(2) or a
which the GST exemption is allocated iselection described in § 2632(b)(3
its value as determined for estate tax pus, (c)(5) under the provisions o
poses. The allocation of the GST exemp§ 301.9100-3.

tion to transfers at death may be made by In general, under § 301.9100-3, reli

the executor at any time prior to the dugvill be granted if the taxpayer establishes

[ - : o |
§ 26.2632—1(a). Unused GST exemptio?he satisfaction of the Commissioner th:

that has not been allocated by the exec*g-e taxpayer acted reasonably and in ge

. . aith and that the grant of relief will nof
tor is automatically allocated to transfers_ . . .
o . prejudice the interests of the governmer
at death and lifetime transfers for whic

o allocation had breviously been mad axpayers requesting relief should folloy
. : p y the procedures for requesting a private I¢
as prescribed in § 2632(e)(1).

) ter ruling under § 301.9100 contained |
Section 2642(g)(1)(A), added bysection 5.02 of Rev. Proc. 2001-1 (or i

§ 564(a) of the Act,_authonzes the Treaéuccessor), 2001-1 LR.B. 1, 13.
sury Department to issue regulations pre-
scribing the circumstances and proceEFFECTIVE DATE

dures under which extensions of time will

be granted to make an allocation of the This notice is effective with reSpeCt 1«
GST exemption described in § 2642(b)(1jequests for relief pending on, or filet
and (2) or to make an election undeg@fter, December 31, 2000.

§ 2632(b)(3) and (c)(5). Section 2642(g

(1)(B) provides that in determiningbR'A‘FT”\IG INFORMATION

whether to grant relief, the time for mak- The principal author of this notice i
ing the allocation or election is to bewilliam L. Blodgett of the Office of As-
treated as if not expressly prescribed byociate Chief Counsel (Passthroughs a
statute. If an extension of time is grante&pecial Industries). For further informa
to make the allocation, then the gift or esion regarding this notice, contact Mr
tate tax value of the transfer to the trust iBlodgett at (202) 622-3090 (not a toll-fre
used to determine the allocation of theall).
GST exemption. H.R. Conf. Rep. No. 84,




