
(60 FR 66898) under sections 2611,
2612, 2613, 2632, 2641, 2642, 2652,
2653, 2654, and 2663. This proposed
regulation will delete § 26.2652–
1(a)(4) and two related examples.

Explanation of Provision

Section 2652(a)(1) provides generally,
that the termtransferor means—(A) in
the case of any property subject to the
tax imposed by chapter 11, the decedent,
and (B) in the case of any property
subject to the tax imposed by chapter
12, the donor. An individual is treated as
transferring any property with respect to
which the individual is the transferor.
Under § 26.2652–1(a)(2), a transfer is
subject to Federal gift tax if a gift tax is
imposed under section 2501(a) and is
subject to Federal estate tax if the value
of the property is includible in the
decedent’s gross estate determined under
section 2031 or section 2103. Under
§ 26.2652–1(a)(4), the exercise of a
power of appointment that is not a
general power of appointment is also
treated as a transfer subject to Federal
estate or gift tax by the holder of the
power if the power is exercised in a
manner that may postpone or suspend
the vesting, absolute ownership, or
power of alienation of an interest in
property for a period, measured from the
date of the creation of the trust, extend-
ing beyond any specified life in being at
the date of creation of the trust plus a
period of 21 years plus, if necessary, a
reasonable period of gestation.
The purpose of the rule in

§ 26.2652–1(a)(4) was to apply the
GST tax when it may not otherwise
have applied. It was never intended to
(nor could it) prevent the application of
the tax pursuant to the statutory provi-
sions that apply based on the original
taxable transfer. To eliminate any uncer-
tainty concerning the proper application
of the GST tax, the regulations under
section 2652(a) will be clarified by
eliminating § 26.2652– 1(a)(4) andEx-
ample 9andExample 10in § 26.2652–
1(a)(6) from the final regulations.

Proposed Effective Date

These amendments apply to transfers
to trusts on or after June 12, 1996.

Special Analysis

It has been determined that this notice
of proposed rulemaking is not a signifi-
cant regulatory action as defined in EO
12866. Therefore, a regulatory assess-
ment is not required. It has also been

determined that section 553(b) of the
Administrative Procedure Act (5 U.S.C.
chapter 5) and the Regulatory Flexibility
Act (5 U.S.C. chapter 6) do not apply to
these regulations, and therefore, a Regu-
latory Flexibility Analysis is not re-
quired. Pursuant to section 7805(f) of
the Internal Revenue Code, the notice of
proposed rulemaking preceding these
regulations was submitted to the Small
Business Administration for comment on
its impact on small business.

Comments and Requests for a Public
Hearing

Before this proposed regulation is
adopted as a final regulation, consider-
ation will be given to any written com-
ments (a signed original and eight (8)
copies) that are submitted timely to the
IRS. All comments will be available for
public inspection and copying. A public
hearing may be scheduled if requested
in writing by a person that timely
submits written comments. If a public
hearing is scheduled, notice of the date,
time, and place for the hearing will be
published in theFederal Register.

Drafting Information

The principal author of this proposed
regulation is James F. Hogan, Office of
the Chief Counsel, IRS. Other personnel
from the IRS and Treasury Department
participated in its development.

* * * * *

Proposed Amendments to the Regula-
tions

Accordingly, 26 CFR part 26 is pro-
posed to be amended as follows:

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

Paragraph 1. The authority citation for
part 26 continues to read, in part, as
follows:
Authority: 26 U.S.C. 7805 * * *
Par. 2 Section 26.2652–1 is amended

as follows:
1. Paragraph (a)(4) is removed and

paragraphs (a)(5) and (a)(6) are redesig-
nated as paragraphs (a)(4) and (a)(5),
respectively.
2. In newly designated paragraph

(a)(5), Examples 9and 10 are removed

and Example 11is redesignated asEx-
ample 9.

Margaret Milner Richardson,
Commissioner of Internal Revenue.

(Filed by the Office of the Federal Register on
June 11, 1996, 8:45 a.m., and published in the
issue of the Federal Register for June 12, 1996, 61
F.R. 29714)

Announcement 96–71

Assistant Commissioner (Interna-
tional) John T. Lyons has announced the
Ninth Annual Institute on Current Issues
in International Taxation, co-sponsored
with The George Washington University,
to be held December 12 and 13 at the
J.W. Marriott Hotel in Washington, DC.
Designed for professionals in interna-

tional tax law, the Institute will cover on
the first day sessions with the U.S.,
Mexican, and Canadian Competent Au-
thorities, treaty issues, collateral conse-
quences of check-the-box, and a U.S.
multinational update. The second day
will include an ‘‘Ask the IRS’’ session,
and sessions on regulatory guidance,
intellectual property, and withholding
regulations. IRS Commissioner Margaret
Milner Richardson will be a featured
luncheon speaker.
Those interested in attending may

obtain more information from The
George Washington University, Office of
Conferences and Institutes, by calling
(202) 973–1110.

Generation-Skipping Transfer Tax;
Correction

Announcement 96–72

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Correction to final regula-
tions.

SUMMARY: This document contains
corrections to final regulations (TD
8644 [1996–7 I.R.B. 16]) which were
published in theFederal Register for
Wednesday, December 27, 1995 (60 FR
66898). The final regulations relate to
generation-skipping transfer tax.

EFFECTIVE DATE: December 27,
1995.

FOR FURTHER INFORMATION
CONTACT: Jim Hogan (202) 622–3090
(not a toll-free number).
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SUPPLEMENTARY INFORMATION:

Background

The final regulations that are subject
to these corrections are under chapter 13
of the Internal Revenue Code.

Need for Correction

As published, the final regulations
[TD 8644] contain errors that are in
need of clarification.

Correction of Publication

Accordingly, the publication of final
regulations which are the subject of FR
Doc. 95–30873 is corrected as follows:
1. On page 66899, column 1, in the

preamble under the paragraph heading
‘‘Uniform Statutory Rule Against Perpe-
tuities’’, line 13, the language ‘‘alien-
ation of a interest in property for a’’ is
corrected to read ‘‘alienation of an inter-
est in property for a’’.
2. On page 66902, column 1, in the

preamble under the paragraph heading
‘‘Division of a Single Trust Into Sepa-
rate Trusts’’, paragraph 3, line 3 from
the bottom, the language ‘‘for under the
original trusts. Thus, a’’ is corrected to
read ‘‘for under the original trust. Thus,
a’’.

§ 26.2601–1 [Corrected]

2a. On page 66907, column 2,
§ 26.2601–1, paragraph (b)(1)(v)(D),
Example 2, eighth line from the bottom
of the paragraph, the language, ‘‘of the
first addition), $200,000 (.2÷’’ is cor-
rected to read ‘‘of the first addition),
$200,000 (.2x’’.
3. On page 66907, column 2,

§ 26.2601–1, paragraph (b)(1)(v)(D),
Example 4, eighth line from the bottom
of the column, the language ‘‘GGC, for
life. Upon GGC’s death the’’ is cor-
rected to read ‘‘GGC, for life. Upon
GGC’s death, the’’.
4. On page 66907, column 3,

§ 26.2601–1, paragraph (b)(1)(v)(D),
Example 5, line 3, the language ‘‘As-
sume the same facts as inExample 3,’’
is corrected to read ‘‘Assume the same
facts as inExample 4,’’.
5. On page 66909, column 2,

§ 26.2601–1, paragraphs (b)(3)(iii) in-
troductory text, (b)(3)(iii)(A), (b)(3)(iii)-
(A)(1), (b)(3)(iii)(A)(2), (b)(3)(iii)(B),
(b)(3)(iii)(C) are correctly designated
(b)(3)(iii)(A) introductory text, (b)(3)-
(iii)(A)( 1), (b)(3)(iii)(A)(1)(i), (b)(3)(iii)-
(A)(1)(ii ), (b)(3)(iii)(A)(2), and (b)(3)-
(iii)(A)( 3), respectively.

6. On page 66909, column 2,
§ 26.2601–1, newly designated para-
graph (b)(3)(iii)(A)(3) is corrected and
paragraph (b)(3)(iii)(B) is added to read
as follows:

§ 26.2601–1 Effective dates.
* * * * *

(b) * * *
(3) * * *
(iii) * * *
(A) * * *
(3) Any judgement or decree relating

to the decedent’s incompetency that was
made after October 22, 1986.
(B) Such items in paragraphs

(b)(3)(iii)(A), (B), and (C) of this sec-
tion will be considered relevant, but not
determinative, in establishing the dece-
dent’s state of competency.
7. On page 66909, column 3,

§ 26.2601–1, paragraph (b)(4)(i), line 5,
the language ‘‘rules in paragraph (b)(2)
or (3) of this’’ is corrected to read
‘‘rules in paragraph (b)(1), (2) or (3) of
this’’.
8. On page 66910, column 2,

§ 26.2601–1, paragraph (c), line 5 from
the top of the column, the language ‘‘on
or after [December 27, 1995].’’ is cor-
rected to read ‘‘on or after December
27, 1995.’’.

§ 26.2612–1 [Corrected]

9. On page 66910, column 3,
§ 26.2612–1, paragraph (a)(2)(ii), lines
5 and 6, the language ‘‘the transferor
would be assigned to a lower generation
by reason of that’’ is corrected to read
‘‘the lineal descendant would be as-
signed to a higher generation by reason
of that’’.
10. On page 66910, column 3,

§ 26.2612–1, paragraph (b)(1)(i), last 3
lines are corrected by removing the
language ‘‘(i.e., a new transferor is
determined with respect to the prop-
erty)’’.

§ 26.2632–1 [Corrected]

11. On page 66914, column 3,
§ 26.2632–1, paragraph (d)(1), line 3
from the top of the column, the lan-
guage ‘‘706 or Form 706NA and is
effective as’’ is corrected to read ‘‘706,
Form 706NA or Form 709 (filed on or
before the due date of the transferor’s
estate tax return) and is effective as’’.

§ 26.2642–2 [Corrected]

12. On page 66916, column 2,
§ 26.2642–2, paragraph (b)(3)(ii)(B),

line 6, the language ‘‘date of death and
the date of’’ is corrected to read ‘‘valua-
tion date and the date of’’.

§ 26.2642–4 [Corrected]

13. On page 66917, column 3,
§ 26.2642–4, paragraph (a)(3), lines 5
through 9 from the top of the column,
the language ‘‘not allocated to the trust,
the applicable fraction immediately be-
fore death is not changed, if the trust
was not subject to an ETIP at the time
GST exemption was allocated to the
trust. The denominator’’ is corrected to
read ‘‘not allocated to the trust, then,
except as provided in this paragraph
(a)(3), the applicable fraction immedi-
ately before death is not changed, if the
trust was not subject to an ETIP at the
time GST exemption was allocated to
the trust. In any event, the denomina-
tor’’.
14. On page 66918, column 2,

§ 26.2642–4, paragraph (b), paragraph
(i) of Example 5, the last line,
the language ‘‘is .50 (12 ($100,000/
$200,000 = .50)’’ is corrected to read
‘‘is .50 (1 2 ($100,000/$200,000))’’.

§ 26.2652–1 [Corrected]

15. On page 66918, column 3,
§ 26.2652–1, paragraph (a)(2), line 2,
the language ‘‘or gift tax. For purposes
of this section,’’ is corrected to read ‘‘or
gift tax. For purposes of this chapter,’’.
16. On page 66919, column 1,

§ 26.2652–1, paragraph (a)(2), line 3
from the top of the column, the lan-
guage ‘‘2501(a). A transfer is subject to
Federal’’ is corrected to read ‘‘2501(a)
(without regard to exemptions, exclu-
sions, deductions, and credits). A trans-
fer is subject to Federal’’.
17. On page 66919, columns 1 and 2,

§ 26.2652–1, paragraph (a)(6)Example
1, last two lines in column 1 and first
line in column 2, the language ‘‘benefit
of T’s grandchild. The transfer is a
completed gift under § 25.2511–2 of
this chapter. Thus, for purposes of chap-
ter 13, T’’ is corrected to read ‘‘benefit
of T’s grandchild. The transfer is subject
to Federal gift tax because a gift tax is
imposed under section 2501(a) (without
regard to exemptions, exclusions, deduc-
tions, and credits). Thus, for purposes of
chapter 13, T’’.
18. On page 66919, column 2,

§ 26.2652–1, paragraph (a)(6),Example
5, lines 13 and 14, the language ‘‘trans-
fer by T is a completed transfer within
the meaning of § 25.2511–2 of this
chapter’’ is corrected to read ‘‘transfer

17



by T is subject to Federal gift tax
because a gift tax is imposed under
section 2501(a) (without regard to ex-
emptions, exclusions, deductions, and
credits)’’.

§ 26.2654–1 [Corrected]

19. On page 66921, column 2,
§ 26.2654–1, paragraph (a)(1)(ii)(A),
last line, the language ‘‘person; or’’ is
corrected to read ‘‘person; and’’.
20. On page 66922, column 2,

§ 26.2654–1, paragraph (a)(5), Example
6, line 10 from the top of the column,
the language ‘‘contribution is 3/4 ((2/3 x
$180,000) +’’ is corrected to read ‘‘con-
tribution is 3/4 (((2/3 x $180,000) +’’.
21. On page 66922, column 2,

§ 26.2654–1, paragraph (a)(5), Example
8, line 4 from the bottom of the para-
graph, the language ‘‘same if , the trust
instrument provided that’’ is corrected to
read ‘‘same if the trust instrument pro-
vided that’’.
22. On page 66922, column 2,

§ 26.2654–1, paragraph (b)(1)(ii)(A),
lines 1 and 2, the language ‘‘(A ) The
terms of each of the new trusts provide
for the same succession of ’’ is corrected
to read ‘‘(A ) The terms of the new trusts
provide in the aggregate for the same
succession of ’’.
23. On page 66922, column 3,

§ 26.2654–1, paragraph (b)(1)(ii)(C)(1),
line 2 from the bottom of the paragraph,
the language ‘‘measured from the date
of death to the’’ is corrected to read
‘‘measured from the valuation date to
the’’.

§ 26.2662–1 [Corrected]

24. On page 66923, column 3,
§ 26.2662–1, paragraph (c)(2)(vi), Ex-
ample 1, line 6, the language ‘‘T ’s
grandchild GC, was named the sole’’ is
corrected to read ‘‘T ’s grandchild, GC,
was named the sole’’.

§ 26.2663–2 [Corrected]

25. On page 66925, column 1,
§ 26.2663–2, paragraph (c)(2), the last
line, the language ‘‘the trust).’’ is cor-
rected to read ‘‘the trust)).’’.
26. On page 66925, column 2,

§ 26.2663–2, paragraph (d), Example 3,
line 8 from the bottom of the paragraph,
the language ‘‘Generation-Skipping
Transfer) Tax return’’ is corrected to
read ‘‘Generation-Skipping Transfer)
Tax Return’’.
27. On page 66925, column 3,

§ 26.2663–2, paragraph (e), line 11, the

language ‘‘prescribed in section 2632(c).
Thus, an’’ is corrected to read ‘‘pre-
scribed in section 2632(c). Thus, a’’.

Cynthia E. Grigsby
Chief, Regulation s Unit

Assistant Chief Counsel (Corporate)

(Filed by the Office of the Federal Register on
June 11, 1996, 8:45 a.m., and published in the
issue of the Federal Register for June 12, 1996, 61
F.R. 29653)
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