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DEPARTMERT GF THE THEASUAY
internal Revenue Service

28 CFR Parts 20 and 301

(TD. 7341}

Special Uen Tor Estate Taxes Detemred
Under Section §166 or 8168A;
Procedurs and Administration

AgENcy: Internal Revenue Service,
Treasury.
ACTION; Final regulations.

summany: This document contain fnal
regulations relating to a special lien
under cection B324A for estate taxes
deferred under section 8166 or B1D8A.
Changes to the applicable law were
made by the Tax Reform Act of 1076, the
Revenue Acl of 1978, and the Economic
Recovery Tax Act of 1901, The
regulations would provide the public
with the guidance needed to comply
with the law and would affect thoss
estates electing & special lien tn favor of
the United States on property as

security for deferred payments of estate

Rx.

paTES: These regulations are generally
effective for estates of decedents dying
after December 31, 1978. The regulations
necessitated by the Economic Recovery
Tax Act of 1981 are elfective for estates
of decedents dying after December 31,
1981.

FOR FURTHER INFORMATION CONTACT:
Neit W, Zyskind of the Legislation snd
Regulalions Division, Office of the Chief
Counsel. Internal Revenue Service, 1111
Constitution Avenue, NW., Washington,
D.C. 20223, Attention: CC:LR:T, (202)
566-3287, not & toll-free call.
SUPPLEMENTARY INFORMATION:

Background

Or. May 11, 1903, the Federal Register
published proposed amendments to the
Estate Tax Regulations (26 CFR Part 20)
snd to the Procedure and-
Administration Regulations (26 CFR Part
301) under section 63244 of the Inlernal
Revenue Code of 1954 {48 FR 21187). No~
tommenis were received and ne public
hearirg was requesied. Furthermore, no
substantive changes have been made to
the rules contained in the propoged
regulations.

This Treasury decision is issued under
the authority contained in seclions
6324A(e) and 7805 of the Internal
Revenwe Code of 1954 (90 S1at. 1808, 88A
Siat. 917; 28 U.5.C. 8324A{w). 7805).

Summary

Section 6324 A permits the executor of
a decedent’s estale to elect v lisnon
section 6166 properly in favar of the
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ailed States int bHeu of w bond or
perscnal liability if an election under
section 6166 or 8165A (as in elfect priors
to its repeal by the Economic Recovery
Tax Act of 198}) was made, The electian
under seclion 8324A will not be effective
unless all parties having an interesl in
the property subject to the lien sign an
sgreemeni in which they consent to the
creation of the lien. Regulations
concerning the election of and -
agreement 1o lhe lien may be found in

§ 301.6324A-1.

These regulations define the term
“section 6166 lien property” and
determine the maximum vaiue of the
propecty which the district directar may
require as section 8166 lien property.
Section 20.8324A-1(b)(3} indicates when
the district director may reguire
additional property to be subject to the
lien under seclion 8324A. Section
20,6324 A-1{c) discusses the period and
priorities of » section 6324A Len.

Special Analysix

The Commissioner of Internal
Revenue hax determined that this final
rule is nol @ major rule as defined in
Executive Order 12293 and that a
Regulatory impact Analysis is therefore
not required. Although a notice of
proposed rulemaking which solicited
public commenls was issued, the
Internal Revenue Service concluded
when the notice was issued that the
regulalions are interprelative and that
the notice and public procedure
requirement of 5 U.S.C. 533 did nat
apply. Accordingly, the fiaal regulations
do nol constitule regulalions subject to
the Regulatory Flexibility Act (5 US.C.
chapter 6]

The coliection of information
requirements contained in this
regulalion have beed subminied 1o the
Office of Management and Budge!
[OMB} in accordance with the
requirements of the Paperwark
Reduction Act of 1980. These
requirements have been approved by
OMB and have been assigned No. 1545-
0754.

Drafling toformation

The principal duthor of thege
regulations is Neil W, Zyskind of the
Legisiation nnd Regulations Division of
the Office of Chiel Counnel, Internal
Revenue Service. However, personnel
{rom other offices of the Internal
Revenue Service and Treasury
Depariment patticipated in developing
the regulations. both on matiers of
substance and style.
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List of Subjacts
26 CFR Part 20
Estate laxes.

28 CFR Port 301

Adminigtrative practice and
procedure, Bankruptcy, Courts, Crima,
Employment taxes, Estate taxes, Excise
taxes, Gift laxes, Income taxes,
Investigations. Law enforcement.
Penaities, Pensions, Statigiica, Taxes.
Disclosure of information. Filing
requirements.

Adoptica of Amendments to the
Regulations

Accordingly, 28 CFR Parts 20 and 01
are amended »s follows: =%

§ 202204-1 {Amended]

Paragraph ). Section 20.2204-1 is
amended as lollows:

{a] Paragraph (a} is amended by
removing the phrases “{1 year wilh
respect to the estate of a decedent dying
belore January 1, 1974])” and “(1 yearif
applicable)” wherever they appear.

) Paragreph {b) is amended by
removing &e phrases "(1 year with
respect to the estate of a decedent dying
before Janvary 1. 1974)” and “{or 1 year
period if applicable)” wherever they
appear.

Par. Z A new § 20.2204-3 is added
immedistely following § 20.2204-2 o
read as set forth below.

PART 20~{AMENDED}

§ 20.2204-3 ' Special rules for estates of
ducedents dying after December 31, 1976;

special lien under section 6124AC

For purposes of §§ 20.2204-1(b) and
20.2204-2(b}, in the case of & decedent
dying after December 31, 1976, if the
executor elects a special lien in favor of
the United States under section B324A,
relating 1o special lien for estate taxes
delerred under seclions 6166 or B166A
{asin effect priot to its repeal by the
Economic Recovery Tax Act of 1981),
such lien ghall be treated an the
fumnishing of ¢« bond with respect to the
amouni for which the time for payment
has been extended under section 6168, IF
an election has been made wnder section
53244, the executor may nol thereafter
substitute a bond pursuant to section
2204 in lieu ol that Hen. If a bond hes
been supplied under section 2204,
however, the execulor may, by filing a
proper notice of election and agreement,
substitute a lien under section 6324A for
any part or &l! of such bond. See
&4 20.6324 A-1 and 301.6324A-1 for rules
relating to a specisl lien under seclioa
BI24A.

Par. 3. Section 20 8324 A-1 is revised to
read p» sef fuorth below. ’

§ 20.6324A-1  Specisi Nen 100 estate lax

. daferred under paction $166 of §166A.

n) In general If the executor of an
estate of & decedent dying after
December 31, 1976, makes an election
under section 5168 or 8166A (as in effect
prior to its repesl by the Economic
Recovery Tax Act of 1981) to defer the
payment of estate tax. the executor may
make an election under section B324A.
An election under section 6324A will
cause u lien in favar of the United Slatey
to sttach to the eatale’s section 6168 lien
property. as deflined in paragraph [bj(1)
of this section. This lien is in lieu of the
bonds required by seclions 2204 and
51685 and in lieu of any lien under
sectiun 6324 on the same property with
respect to the same eslate. The value of
the property which the district director
tnay require under section 6324A as
section 8158 lien propetty may not
exceed the sum of the deferred emount
(a3 defined in paregraph [e)t} of this
section) and the required interest
amount (az defined in paragraph (e){2)
of this section). The unpaid porticn of
the delerred amount {plus any unpaid
interest, additiona! amount, addition to
tax, assessuble penalty, and cost
attributable to the deferred amountj
shall be a lien in favor of the United
States on the section 8166 lien property.
See § 301.8324A-1 of this chapter
{Reguiations on Procedure and
Adminislration) lor provisions relating
1o the election of and agreement 1o the
special lien for extate tax deferred under
section 8166 or 8186A (as in effect prior
Yo its repeal by the Economic Recovery
Tax Act pf 1981).

{b) Section 6168 lien property.-{(1) In
general. Section $166 lien property
consists of those interests in real and
personal properly desighaled in the
agreement relerred to in seclion 6324A
{c) {see paragraph [b) of § 301 .8324A-1
of this chapter). An interest in property
maey be designated as seclion 6166 lien
property only to the extent such interest
can be expected to sunive the deferral
period [as defined in paragraph {e)(3) of
this section). Property designated,
however, need not be property included
in the decedent's estate.

(2) Maximum value of required
property. The fair market value of the
property required by the district direclor
to be designated as section 6166 lien
property with respect to any estate shall
nol be greater than the sum of the
deferred amount and the required
{nteres! amount, gp these terms are
defined in parsgraphs (e} (1] and (2) of
this section. However, Lhe parlies lo the
agreemen! refecred to in seclion BJZ4A
(c) may voluntarily designate property
having 8 fair market value In excess of
that sum. The lair market vajue of the

seclion 8168 lien property shall be
determined ax of the date prescribed in

" pection 8151(a} {without regard to any

extension) for payment of the estale tax.
Such value must take into sccount any

encumbrance on the property [such xs a
mortgage or a lien under section 8324B).

{3} Additional lien pruperty may be
required. Il. st any time, the unpaid
portion of the deferred amaynt end the
required interest amount exceeds the
fait marke! value of the seclion 6168 lien
property. the disirict director may
require the sddilion of property to the
agreement in an amount up o such
excess. When additional property is
required, the district director shall muke
notice and demand upon the agent
designated in the agreement setling forth
the amount of additional property
required. Property having the required
value [of other securily equai to the
required value must be added (o the
agreement within 80 days after notice
and demand from the district director.
Failure 1o comply with the demand
within the 90-day period shall be treated
aws an acl accelerating payment of
installments under section 6156(g) or
8188A(h) {as in affect prior ta ife repeal
by the Economic Recovery Tax Act of
1981).

[4) Partial substitution of bond. See
paragraph () of § 301.6324A-1 ol this
chapter for rules relating to the partial
substitution of a bond for the jien where
the value of property designated as
section 6166 lien property in leas then
the amount of unpaid eslate tax plus
interest.

{c) Special rules.—{1) Period of fien.
The lien under section 6324A arises st
the earlier of the date—

{i) The executor is discharged from
liability under section 2204; ot

(ii) Notice of lien is filed in
accordance with § 301.8323{f}-1 of this
chapter,

The section 6324A lien continues until
the Liability for the deterred amount is
satisfied of becomes unenforceable by
reason of lapse of time. The provisiona
of § 301.8325-1{c), relating lo release of
lien or discharge of property, shell apply
to this paragraph {c){1}.

(2} Requirement that lien be filed. The
lien imposed by seclion BI2A is not
valid againat a purchaser [as defined in
paragraph ([) of § 301 8323[h)-1). holder
of e security interest [ns defined in
peragraph {a] of § 301.8323(h}-1),
mechanic's lienor [as defined in
paragraph (b) of § 301.6323(h}-1). or
judgment lien creditor {as delined in
paragraph [g) of § 301.8323(h}-1} until
notice of the lien is Bled. Once fled. the
notice of lien remainy effective without
being rehled.
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{3] Prioriues. Although a notice of bien
under section 6324A had been properly
fited, that lien i» not valid—

[i) To the extent provided in section
8323(b){6}, relating 1o rea] property tax
and special assessment liens, regardless
of whelhker such liens came into .
exislence before or after the filing of the
notice of Federal tax lien;

{ii} In the case of any real property
subject to a lien for repair or
improvement, as against & mechanic’s
lienor, whether or no! such lien came
into exjstence before or after the notice
of tax lien was filed; and

(iii) As ngainst any security interest
sel forth in section 8323(c)(3], relating to
teal property construction or -
improvement financing agreements,
regardless whether such security
intereat came into existence before or
after filing of the notice of tax lien.
Howevet, paragraphs {c}{3] (ii] and (iii}
of this section shall not apply 1o any
security inieresl that came into )
existence after the date of filing of
notice (in # manner similar to 8 potice
filed under section 8323{R) that payment
of the deferred amount has been
sccelerated under section 6186(g) or
6166A[h) [ws in eflect prior to its repeal
by the Eropomic Recovery Tax Act of
1981).

{d) Relsase or discharge of lien. For
rules relating to release of the lien
imposed by section 63244 or discharge
of the aeclion 8166 lien property, see
section B325 and § 301.8325-1 of this
chapler.

(e) Definitions. For purposes of
section BI24A of this section—

(1) Deferred amount. The delerred
amount is the sggregale amount pf
estate tax deferred under seclion 8166 or
6165A {as in effecl priot 1o is repeal by
the Economic Recovery Tax Act of 1081)
determined ap of the dale prescribed by
section 8151[a} for payment of the estsle
ax. '

(2} Required inlerest amount The
required interest amount s the
aggregale amoun! of imeres! payahle
pver the hirst Tour years of the deferral
period. For purposes of computing the
required interest amount, the inlerest
rate prescnbed by section 8621 in effact
on the date prescribed by section
6151(e} for paymeni of the estate tax
shall be used for computing the intarest
for \he ficst four years of the deferral -
period. The 4-percent inlerest rate
prescribed by section 6601{}} shall apply
to the exient provided in that section.
For purposes of computing interest
during deferval periods beginning afer
December 31, 1082, interes! shall be
compounded daily. .

* {3} Deferrol peniod The deferral
period is the period for which the
payment of tax s deferred pursvant to
the election under section 6166 or 61684
(as in effect prior to its repes) by the
Economic Recovery Tax Aclt of 1961),

(4) Application of definitions. In the
case of a deficiency. a separate deferred
emount, required interest amount, and
deferral period shall be determined as of
the due date of the first instellment sfter
the deficiency is prorated to
installments under section 6166 or 8186A
{as in effect prior to its repeal by the
Ecenomic Recovery Tax Act of 1981).

PART 301 —{AMENDED]

§ 301.8324A-1 [Amended]

Par. 4. Paragraphs {a). {b)(1){iv}, (bj{4}.
and {f) of § 301.6324A-1 are amended by
adding the phrase "[as in effect prior to
it» repeal by Economic Recovery Tax
Act of 1981)" after each time the phrase
“6166A" appears.

This Treasury decision is issued under
the authority contained in sections
8324A([a) and 7805 of the Internal
Revenue Code of 1954 {00 Stat. 1808, 68A
Stat. 917; 26 U.5.C. 6324A(=a), 7805).
Approved by the Office of Management
and Budget under control number 1545~
0754.

Roscoe L. Egger, Jr.,
Coomissioner of internal Revenue.

Approved: January 20, 1964,
joho E Chapoton,

Assirlont Secretary of the Treosury.
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