
T. Because C’s generation assignment is lower than
T’s generation, GGC will be treated as a member
of the generation that is one generation below C’s
generation assignment (i.e., GGC will be treated as
a member of GC’s generation). As a result, GGC
remains a skip person and the transfer to GGC is a
direct skip.

§26.2651–2 Individual assigned to more
than 1 generation.

(a) In general. Except as provided
in paragraphs (b) or (c) of this section,
an individual who would be assigned to
more than 1 generation is assigned to the
youngest of the generations to which that
individual would be assigned.

(b) Exception. An adopted individual
will be treated as a member of the genera-
tion that is one generation below the adop-
tive parent for purposes of determining
whether a transfer to the adopted individ-
ual from the adoptive parent (or the spouse
or former spouse of the adoptive parent, or
a lineal descendant of a grandparent of the
adoptive parent) is subject to chapter 13 of
the Internal Revenue Code. For purposes
of this paragraph (b), an adopted individ-
ual is an individual who is—

(1) A descendant of a parent of the
adoptive parent (or the spouse or former
spouse of the adoptive parent); and

(2) Under the age of 18 at the time of
the adoption.

(c) Special rules—(1) Corresponding
generation adjustment. If an individual’s
generation assignment is adjusted with re-
spect to a transfer in accordance with para-
graph (b) of this section, a correspond-
ing adjustment with respect to that trans-
fer is made to the generation assignment
of each—

(i) Spouse or former spouse of that in-
dividual;

(ii) Descendant of that individual; and
(iii) Spouse or former spouse of each

descendant of that individual.
(2) Continued application of generation

assignment. If a transfer to a trust would be
a generation-skipping transfer but for para-
graph (b) of this section, any generation as-
signment determined under paragraph (b)
of this section continues to apply in deter-
mining whether any subsequent distribu-
tion from (or termination of an interest in)
the portion of the trust attributable to that
transfer is a generation-skipping transfer.

Notice of Proposed
Rulemaking by
Cross-Reference to
Temporary Regulations

Treatment of Certain Nuclear
Decommissioning Funds
for Purposes of Allocating
Purchase Price in Certain
Deemed and Actual Asset
Acquisitions

REG–169135–03

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Notice of proposed rulemaking
by cross-reference to temporary regula-
tions and notice of public hearing.

SUMMARY: In this issue of the Bulletin,
the IRS is issuing temporary regulations

(T.D. 9158) relating to the treatment of
certain nuclear decommissioning funds in
the allocation of purchase price in deemed
and actual asset acquisitions under sec-
tions 338 and 1060. The text of those tem-
porary regulations also serves as the text of
these proposed regulations.

DATES: Written or electronic comments
must be received by December 15, 2004.

ADDRESSES: Send submissions to:
CC:PA:LPD:PR (REG–169135–03), room
5203, Internal Revenue Service, POB
7604 Ben Franklin Station, Washington,
DC 20044. Submissions may be hand
delivered Monday through Friday be-
tween the hours of 8 a.m. and 4 p.m.
to: CC:PA:LPD:PR (REG–169135–03),
Courier’s Desk, Internal Revenue Service,
1111 Constitution Avenue, NW, Wash-
ington, DC. Alternatively, taxpayers may
submit comments electronically directly to
the IRS Internet site at www.irs.gov/regs,
or via the Federal eRulemaking Portal
at http://www.regulations.gov (IRS —
REG–169135–03).

FOR FURTHER INFORMATION
CONTACT: Richard Starke at (202)
622–7790 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background and Explanation of
Provisions

Temporary regulations in this issue of
the Bulletin amend 26 CFR 1 relating to
sections 338 and 1060. The temporary reg-
ulations affect the treatment of certain nu-
clear decommissioning funds in the alloca-
tion of purchase price in deemed and actual
asset acquisitions under sections 338 and
1060. The text of those temporary regula-
tions also serves as the text of these pro-
posed regulations. The preamble to the
temporary regulations explains the amend-
ments.

Comments and Public Hearing

Before these proposed regulations are
adopted as final regulations, consideration
will be given to any written (a signed origi-
nal and eight (8) copies) or electronic com-
ments that are submitted timely to the IRS.
All comments will be available for public
inspection and copying. A public hearing
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will be scheduled if requested in writing by
any person timely submitting written com-
ments. If a public hearing is scheduled,
notice of the date, time, and place for the
hearing will be published in the Federal
Register.

Special Analyses

It has been determined that this notice
of proposed rulemaking is not a significant
regulatory action as defined in Executive
Order 12866. Therefore, a regulatory as-
sessment is not required. It is hereby cer-
tified that these proposed regulations will
not have a significant economic impact
on a substantial number of small entities.
Nevertheless, the IRS and Treasury De-
partment request comments from small en-
tities that believe they might be adversely
affected by these regulations. This certi-
fication is based on the fact that the regu-
lations provide relief to purchasers of nu-
clear power plants, which are generally
not small businesses. Therefore, the Reg-
ulatory Flexibility Act (5 U.S.C. chapter
6) does not apply. Pursuant to section
7805(f) of the Code, this notice of pro-
posed rulemaking will be submitted to the
Chief Counsel for Advocacy of the Small
Business Administration for comment on
the impact of these regulations.

Drafting Information

The principal author of these regula-
tions is Richard Starke, Office of the As-
sociate Chief Counsel (Corporate).

* * * * *

Proposed Amendments to the
Regulations

Paragraph 1. The authority citation for
part 1 continues to read, in part, as follows:

Authority: 26 U.S.C. 7805 * * *
Par. 2. Section 1.338–6 is amended by

adding paragraph (c)(5) to read as follows:

§1.338–6 Allocation of ADSP and AGUB
among target assets.

[The text of this proposed section is the
same as the text of §1.338–6T(c)(5) pub-
lished elsewhere in this issue of the Bul-
letin].

Par. 3. Section 1.1060–1 is amended
by revising paragraph (c)(3) to read as fol-
lows:

§1.1060–1 Special allocation rules for
certain asset acquisitions.

[The text of this proposed section is the
same as the text of §1.1060–1T(c)(3) and
(e)(1)(ii)(C) published elsewhere in this is-
sue of the Bulletin].

Mark E. Matthews,
Deputy Commissioner for
Services and Enforcement.

(Filed by the Office of the Federal Register on September
15, 2004, 8:45 a.m., and published in the issue of the Federal
Register for September 16, 2004, 69 F.R. 55790)

taxpayers may submit comments elec-
tronically to the IRS Internet site at
www.irs.gov/regs or via the Federal eRule-
making Portal at www.regulations.gov
(IRS-REG–101282–04). The public hear-
ing will be held in the auditorium, Internal
Revenue Building, 1111 Constitution Av-
enue, NW, Washington, DC 20224.

FOR FURTHER INFORMATION
CONTACT: Concerning the proposed
regulations, Richard L. Osborne, (202)
622–3977, or Bethany Ingwalson, (202)
622–3850; concerning submissions of
comments, the hearing, and/or to be
placed on the building access list to at-
tend the hearing, LaNita Van Dyke, (202)
622–7180 (not toll-free numbers).

SUPPLEMENTARY INFORMATION:

Background

Under section 269B(a)(1), if a domes-
tic corporation and a foreign corporation
are stapled entities, the foreign corporation
will be treated as a domestic corporation
for U.S. Federal tax purposes, unless other-
wise provided in regulations. A domestic
and a foreign corporation are stapled en-
tities if more than 50 percent in value of
the beneficial ownership in each corpora-
tion consists of stapled interests. Section
269B(c)(2). Interests are stapled if, by rea-
son of form of ownership, restrictions on
transfer, or other terms and conditions, in
connection with the transfer of one of such
interests, the other such interests are also
transferred or required to be transferred.
Section 269B(c)(3).

Section 269B(e) provides that a stapled
foreign corporation will not be treated as
a domestic corporation pursuant to section
269B(a)(1) if it is established to the sat-
isfaction of the Secretary that the stapled
corporations are foreign owned. A corpo-
ration is treated as foreign owned if U.S.
persons own directly (or indirectly through
applying paragraphs (2) and (3) of section
958(a) and paragraph (4) of section 318(a))
less than 50 percent of the total combined
voting power of all classes of stock entitled
to vote and less than 50 percent of the total
value of the stock of such corporation.

On August 28, 1989, the IRS and the
Treasury Department issued Notice 89–94,
1989–2 C.B. 416, announcing the inten-
tion to adopt regulations under section
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