11264 Fodacal Register / Vol. 87, No. 84 / Thursday. April 2 1992 / Rules and Regulations

R ———————————

DEPAHTMENT OF THE TREASURY

internal Revenue Service

2¢ CFRA Parts 20, 25, 301 and 602
IT.D. 83%5)

RIN 1545-AP&4

Special Vaiuation Rules; Correction

AGEMCY: internal Revenue Service,
Treasury.
ACTON Correclion to final regulations.

summaxy: This document containg
corrections to Treasury Decision 8395,
which was published in the Federal
Register for Thurnsday, February 4. 1992
(56 FR 4250]. The final regulations relate
to chapter 14 f the Internal Revenue
Code ap enacted in the Omnibus Budget
Reconcilistion Act of 1990, concerning
special viluation rules for purposes of
federnl estate and gift taxes and rules
involving lapsing rigbts and other
cansactions that are treated ax
completed translers.

EFFECTIVE DATE: January 28, 1992

FOR FURTHER IKFORMATION CONTACT:
Fred E Gryundeman, (202) 535-9512 (not
a 1oll-free number).

SUPPLEMENTARY INFORMATIONR

Background

The final reguiations tha! are the
subject of these corrections conform the
regulations to section 2701 through 2704
af the Intemnal Revenue Code. These
regulations provide special veluation
rules {or purposes of the Federal estate
end gift taxes imposed under chaplers
11 and 12 of the Interna] Revenue Code.
in addition these regulations provide
rufes involving lapsing rights and other
ransactions that are trealed &s
completed transfers under chapter J4.

Need for Correction

As published, T.D. 8395 contains
errors which may prove 1o be
misteading and are in peed of
clarification.

Correcties of Publicssicos -

Accardimgly. the publication of final
regulations {TD. 8395}, which was the
subject of PR Doc. 82-2175, is corrected
as [ollows:

1. On pege £250. in column 1 in the
heading. the langueage 28 CFR Peris 20,
25 and 301" ia cotrected to read “28 CFR
Parts 20, 25, 301. end 832",

2 Om page 4250, column 1, in the
prearnble under the beading sUsMARY,
line ¢, the language “under chapters 1
and {2 of the Code. In™ is corrected to
read “under chapters 11 and 12 of the
Interng] Revenue Code. 10"

3. On page 4250, column 1, in the
preamble under the heading
SUPPLEMENTARY INPORMATION, [EMmove
the second sentence in the first
paragraph.

4. Oun page 4250, column 1, in the
preamble under the heading )
MUPFLEWMENTARY INFORMATION, next 10
the last line of paragraph 1. the language
“annual burden per respondent is ten” is
correcied to read “annual burden per
respondent is 207,

5. On page 4250, column 1, in the
preamble under the heading

SUPPLEMENTARY INFORMATION, the last -

two sentences in paragraph 2 are
correcied lo read “They ere based upen
the informatiocn available 10 the Internal
Revenue Service. Individual
respondents may require more or less
time, depending on their particular
crcumsiances.”.

8. On page £250, column 1, in the
preamble under the beading
SUPFLEMENTARY INFORMATION, the last
five lines of thet column are corrected o
read “the Internal Revenue Service,
Attn: RS Reports Clearance Officer,
T:FP. Washington, DC 20224, and to the

_Office of Management and Budget,

Attention: Desk Officer for the
Department of the Treasury, Difice of
Information and Regulatory Affairs,
Washington, DC 20503.",

7. On page 4250, column 1. in the
preamble under the hesding “Scope of
Section 2701, line 3 of the first full
parngraph of that column. the langusge
“termination of an interest beld
indirectly” is correcied to read "transfet
of an interest beld indirectly”,

8 Om page 4251, column 2 in the
preamble under the hesding “Fhe
Subtraction Method of Valuation”, first
bull paragraph from the top of that
column, next to last ine, the language
“See § 252512-8{a)(1){i). The proposed”
is corrected 10 read “See § 252512-
5{a](1){i). The proponed”.

9. Ou page 4251, column 2, in the
preamble under the heading "The
Subtraction Method of Vaivation', last
parsgraph of that column, Line 8 from

bottem of that column, the fanguage
“chapier & does not affect minority” i
corrected to veud “chapter 14 does not
allect minodty™, )

10. On page 4252 column 1, in the
preamble under the heading ~/ndirect
Ownership”, line 5. the Janguage “of
transfer tha! included the iermination’
is correcied to read “of transfer that
included the transfer”.

11. Qo page 4254, column 2 in the
preamble under the hending “Adoption
of Amendments 1o the Regulalions™,
lines 1 and 2. the language “Accordingly.
26 CFR parts 20, 25 and 301 are amended
as follows:” ts correcied to read
“Accordingly. 26 CFR parts 20, 25, 301,
and 602 are amended as foliows:".

§253701-1 [Corructed)

12. On page 4256. column 2, § 25.2701-
1{b}216}(C) introductory text, line 3, the
language “'§ 25.2701-8) il—" is corrected
10 read "§ 25.2701-6) (or a contribution
to capital by &n er.tity to the exient an
individus! mdirec 'v bolds an intereqt in
the entity), if—",

13, On page 4256 column Z. § 25.2701-
1BHZNINCH2). tine 1. the language “If
the \ermination is not treated as” iy
corrected 1o read “If the termination {or
contribution) is not treated as",

14. Omn page 4256, calumn 2, § 25.2701~
1{b)(2){ii} introductory text, line 3, the
language “if the termination of an
indirect holding" is correcied 1o read “if
the transfer of an indirect holding™.

15. On page 4258, column 2, § 25.2701-
1(b)(2)(ii)(E]. tine 1, the language “Lasl
to any other indirect holder{s]" i»
correcied to read “Last, 1o any other
indirect holder{s)".

16. On page 4256, column 3, § 25.2701-
1{c)(3). line 7, the lapguage "clans is
preportional to the cless of the” is
sorrected to read "clens is the same
class as {or is proportional to the class
of) the".

17. On page 4258, calumn 3. § 25.2701-
1c)[2). line 8, the Janguage “identical or
proportinnal Lo the rights of” is
correcied o read “identical (or
proportionai) to the rights of "

18. On page 4258, column 3, § 25 2701~
1{c}(3). line 18, the languege "the
Intarna! Revenue Code [e.q.. section™ is
corrected to read “the Internal Revenue
Code [e.g- secton™,

15. On page 4256, column 3, § 25.2701-
1(c)(4), Lipe 2, the language “individual
of equity interests to the” iy corrected 1o
read “individuel o 8 member of the
individual's family-of equity interesis to
the”.
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§252701-3 [Cormected)
20. On page 4259, column 3, § 25.2701-
3({b){1). is carrecied lo read as foliows:

tbl L] L ] »

. {1) Step 1—Voluation of family-held
interest—{i} in general. Except a»
provided in paragraph (b}{1)(ii) of thia
section determine the fair market value
of all lamily-held equity inlerests in the
entity immediately after the transfer.
The fair market value is determined by
sssumiing that the interests are held by
oue individual, using & consistent set of
amsumplions.

(it) Speciol rufe for contributions to
copilgl, In the case of a contribution to
capital determine the fair macket value
of the contribution.

21. On page 4258, column 3, § 25.2701~
3(b}(2). in corrected 1o read a3 follows:

[2) Step 2—Subtraci the value of
senior equity interests—{i) In generc!. 1§
the smount determinad in Step 1 of
paragraph [b)[1) of this section is not
determined under the specis! rule for
contribuliona to capital, from tha! value
subtract the following emounis:

{A) An amount equal to the aum of the
fait market vaiue of all family-held
senior equity interests, (other than
applicable retained interests held by the
trunsferor or ppplicable family
members} and the fair market velue of
any family-held equity interests of the
seme class or & subordinate class to the
transferred intereaty held by persons
other than the wensieror, members of
the transferor’s family, and applicabie
family members af the transferor. The
fair market value of an interest is its pro
rats share of the fair merket value of all
family-held senior equity interests of the
same clase [delermined, immediately
after the tranafer, as is all family-held
senior equity interests were held by one
individual); and .

(B) The value of all applicable
retained interests held by the pansferor
or spplicable family members {other
than an interest received au
consideration [or the ransfer}
determined under § 25.2701-2, taking
into account the sdjustment described in
paragraph {b](5) of this section.

(i) Special rule for contributions to
copital If the value determined in Step !
of paragraph (b)(1} of this section is
delermined undet the special rule for
contributions fo capital, subtract the
value of any applicable retained interest
received in exchange fot the
contribution to cepital determined under
§ 25.270n1-2.

22 Om page 4200, column 1, § 252701~
A(b}{3), lines & and 7, the language
“trans{erred interests and other family.
beld subardinaie equity interests. 11 ia
corrected Lo read “transferred interests
and other subordinale equity interests
heid by the tranefercr, spplicable femily
members, and members of the
transferor's family. Il

23. On page 4280, column 1, § 252701~
3(bH4)(ii}{A) line 3 from the bottom of
that paragraph. the language “who had
no other interee! in the entity,” is
corrected to read “who had no interest
in the entity other than the family-held
interests of the same class,”.

Z4. Do page 4280, column 2, § 25.7701-
3(b){4}{iv). 1ast line of thal paragraph,
the janguage “section 270L." is corrected
to resd “section 2701 excepl that. in the
case of a contribution to capital, the
Step 4 value of such an interest is zem.”,

25. On page 4200, column 2, § 252701~
3Db)(5)(i). Line 8, the language “family
members exceeds the family” iy
correcled to read “family members
fincluding any interest received as
consideration for the transfer) exceeds
the family™.

28. On page 4260, column 3, § 252701~
3{d), Step # of Example 1, ia corrected 1o
read as follows: ]

. # - [ ] [ ]

- -

Examples.* * *

Step 4: Becauss Do consideration wes
furnished for the ranafer, the adjustmant

undar Step 4 is limited 1o the amount of uny
spproprisle minority or similar discount.

‘Before the application of Step ¢ the amount of

A'n gt is 5520.000-
27. On page 4260, column 3, § 25.2700~=
3(d), Step 2 of Example 2, linew 2 and 3,
the langunge “Step I, subtract $500,000
{$400.000, the {air market value of 500
shares of A's preferred” is corrected to
read “Step 1, subtrati 5500000 ($400,000,

the value of 500 shares of A's prefemred™,

28. On page 4281, column 1. § 252700~
3{d}. Step ¢ of Example 2. lines 1 and 2,
the language “Step 4: No ndjustment ia

made under Step f for the same reasons .

set forth in Example 1.”, is corrected to
read "Step &: The adjustment under Step
4 iv the same as in Example 1.”.

20. On page 4261, column 1, § 252701~
3(d), Step 3 of Example 4, line 1, the
language "Step 3. The amount allocated
to the” is corrected to rend "Step 3. The
amount allocaled to the transferred.”.

30. On page 4281, column 2, § 252701~
3{d}. Step 4 of Example 4, the last three
lines of Step 4 wre corrected to read, “is
$82,332, If the section 2701 value of the
applicabie retained interested were
$100,000, the Step 4 adjuatment would
have been a $33.333 reduction for

coasideration receivad ({250/750) x
£100,000].™,

31. On page 4281, column 2, § 252701~
Hd). Step 2 of Exampie &, line 1, the
language “5tep 2. The amount sllocated
lo the™ is corrected to read “Step 3. The
amount ellocated to the tranuferred”,

AZ On page 428, column 2, § 25.2701-
3{d). Stap 4 of Exomple &, 1he last
.sentence of Siep 4 is corrected 10 read
*Thus. the amount of the gift is
$E6E6,887.7.

§ 2527025 [Comectes] .

33. On page 4271, column 3, § 25.2702-
S{c)B8}{ii}{C)(2) [N and (7} are corrected
and {/ii} is removed, to read as follows:

{c] - v 9

(a] . 4 9

[1‘} " * B

cy*

lzl - " %

(/) For the original term of the term
bolder's interest; and

{ii} At the rate used in valying the
retained interest at the time of the
original transfer.

- L L3 - L

34. On page 4272, column 1, § 25.2702~
S{c){0}ii){C)(3). lines 9 through 12 from
top of the column, the language
“conversion date over the amount
{including acquisition costs) reinvested
in the pew residence or expended ior
repairs of the existing residence, and
the” ia correcied to read “cenvernion
date over the fair market value of the
ssseta ma to which the trust continues as
:h qualified personal residence trust, and

e”.

§252704-2 [Corrected)

35. On pege 4276, column 2. § 25.2704—
2(b). line 20, the language "See
§ 25.2204-1(e}{1)(B) for a discussion™ is
corrected to read “See § 25.2704—
1(c)(1)(B) for & discussion®. -

§ 2537043 [Corrected])

38, Om page 4277, column 1, § 25.2704—
3. line 2 the language "occurring after
january 28, 1982 of rights™ is correcied
to read “occurring after january 28, 1992,
of righta®.

37.0n page 4277, column 1, § 25.2704—
3, line 5, the isnguage "after Januvary 28,
1992 of praperty” is cormrected tp read
“after janusry 28 1992, of property”.

§ 201.6501(c)-1 [Corrected]

A8 Omn page 4277, column 3, after
§ 301.8501(ck=1{e](3) and preceding the
signature "Fred T. Goldberg, jr.” The
following language should have
appeared:
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PART 602—000D CONTROL NLUBERS
UNDER THE PAPERWORK
REDUCTION ACT

Par. 18 The suthority citation for part
807 contirues Yo read as follows:

Asuthodly: 26 LLS.C. 7808,

Par. 15 The table of OMB Contma!
Numbers in § 602.101{c) iz amended by
adding the following citations to read &s
follows:

§ 602101 OMB Control numbers.

. L ] - - ]
(c - - -
CFR part o sachon whars iecthed et
and descnbed comred No

L] - L . » -

25.7701-2 15451281

2527014 1545-1241

25.2702-8 15451273
L] L L L ]

3015501 (¢)=1 15451241

Dals D. Goode,

Federe! Register Licison Officer. Assisten;

Chief Counsel {Corporate).

[FR Doc. 92-7278 Filed 4-1-82: 8:45 am)]
ERLING TINOE M- -2



