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AGENCY: Internal Revenue Service (IRS), Treasury.

ACTI ON:  Notice of proposed rul emaking and notice of public

heari ng.

SUMVARY: Thi s docunent contains proposed regul ations that relate
to an election to have certain revocable trusts treated and taxed
as part of an estate. This docunent provides the procedures and
requi renents for meking the election, rules regarding the tax
treatnment of the trust and the estate while the election is in
effect, and rules regarding the term nation of the el ection.

Thi s docunent al so provides clarification of the reporting rules
for a trust, or portion of a trust, that is treated as owned by
the grantor, or another person under the provisions of subpart E
(section 671 and follow ng) part |, subchapter J, chapter 1 of
the Internal Revenue Code, for the taxable year ending with the
death of the grantor or other person. |In addition, this docunent
provi des notice of a public hearing on these proposed
regul ati ons.

DATES: Witten or electronic comments nust be received by March
19, 2001. Requests to speak (with outlines of oral comments) at

a public hearing scheduled for February 21, 2001, at 10 a.m,
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must be submtted by January 31, 2001
ADDRESSES: Send subm ssions to: CC M&SP: RU ( REG 106542-98), room
5226, Internal Revenue Service, POB 7604, Ben Franklin Station,
Washi ngt on, DC 20044. Subm ssions may al so be hand delivered
Monday through Friday between the hours of 8 a.m and 5 p.m to:
CC. MBSP: RU ( REG 106542-98), Courier’s Desk, Internal Revenue
Service, 1111 Constitution Avenue, NW, Washington, DC.
Al ternatively, taxpayers may submt comments electronically via
the Internet by selecting the "Tax Regs" option on the I RS Hone
Page, or by submtting coments directly to the IRS Internet site
at http://ww.irs.gov/tax_regs/reglist.htm (the IRS Internet
site). The public hearing will be held in the IRS Auditorium
I nternal Revenue Building, 1111 Constitution Avenue, NW,
Washi ngt on, DC.
FOR FURTHER | NFORMATI ON CONTACT: Concerni ng the proposed
regul ati ons, Faith Col son, (202) 622-3060; concerning subn ssion
of comments, the hearing, and/or to be placed on the building
access list to attend the hearing, LaNta VanDyke, (202) 622-7180
(not toll-free nunbers).
SUPPLEMENTARY | NFORVATI ON:
Paper wor k Reducti on Act

The collection of information in this notice of proposed
rul emaki ng has been reviewed and approved by the O fice of
Managenent and Budget in accordance with the Paperwork Reduction

Act (44 U.S.C. 3507) under control nunber 1545-1578.
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An agency may not conduct or sponsor, and a person i s not
required to respond to, a collection of information unless it
di splays a valid control nunber assigned by the O fice of
Managenent and Budget .

Books or records relating to the collection of information
must be retained as long as their contents nmay becone material in
the adm nistration of any internal revenue law. Cenerally, tax
returns and tax return information are confidential, as required
by 26 U.S.C. 6103.

Backgr ound

Thi s docunent contains proposed regul ati ons under section
645 relating to certain revocable trusts for which an election is
made to be treated and taxed as part of an estate. This docunent
al so contains proposed anendnents to the Incone Tax Regul ati ons
under section 671 relating to reporting for a trust, or portion
of a trust, for the taxable year ending wwth the death of the
grantor or other person treated as the owner of the trust, or
portion of the trust.

Expl anati on of Provisions

A. Overview of Section 645

Both estates and trusts can function to settle the affairs
of a decedent and distribute assets to heirs. |In the case of a
revocabl e inter vivos trust, the grantor transfers property to a
trust that the grantor may revoke during the grantor’s lifetine.
When the grantor dies, the power to revoke ceases, and the

trustee perfornms the settlenment functions typically performed by
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an estate executor. See H.R Conf. Rep. No. 220, 105'" Cong., 1*
Sess. at 711 (1997).

Section 1305 of the TRA 1997 added section 646 to the
I nternal Revenue Code. Section 646 was redesignated section 645
by section 6013(a) of the Internal Revenue Service Restructuring
and Reform Act of 1998, Public Law 105-206 (112 Stat. 685)(1998).
Section 645 provides that an election nmay be made to have certain
revocabl e trusts treated and taxed as part of an estate.

Under section 645, if both the executor (if any) of an
estate and the trustee of a qualified revocable trust (QRT) el ect
the treatnment provided in section 645, the trust shall be treated
and taxed for income tax purposes as part of the estate (and not
as a separate trust) during the el ection period.

A QRT is any trust (or portion thereof) that on the date of
death of the decedent was treated as owned by the decedent under
section 676 by reason of a power held by the decedent (determ ned
W thout regard to section 672(e)). |In accordance with the
| egi sl ative history acconpanyi ng section 645, the proposed
regul ations provide that a trust that was treated as owned by the
decedent under section 676 solely by reason of a power held by a
nonadverse party is not a QRT. See H R Conf. Rep. No. 220,

105'" Cong., 1°' Sess. at 711 (1997). In addition, a trust that
was treated as owned by the decedent under section 676 by reason
of a power held by the decedent that was exercisable by the
decedent only with the approval or consent of another person is

not a QRT. Further, a QRT nust be a donmestic trust under section
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7701(a)(30)(E). A section 645 election for a QRT nust result in
a donestic estate under section 7701(a)(30)(D). A section 645
el ection may be nade with respect to nore than one QRT

B. The El ection

The section 645 el ection may be nade whether or not a
personal representative is appointed for the decedent’s estate.
Under the proposed regulations, if a personal representative is
appointed for the decedent’s estate, the personal representative
and the trustee of the QRT nake the section 645 el ection by
attaching a statenent to the Form 1041, “U.S. Incone Tax Return
for Estates and Trusts,” filed for the first taxable year of the
decedent’s estate (related estate). |If a personal representative
I's not appointed for the decedent’s estate, the trustee nmakes a
section 645 election for the QRT by attaching a statenent to the
Form 1041 filed for the first taxable year of the trust treating
the trust as an estate.

Rev. Proc. 98-13 (1998-1 C.B. 370) sets forth procedures for
maki ng the section 645 el ection. These proposed regul ati ons,
when finalized, will replace Rev. Proc. 98-13. The proposed
regul ations, in sone instances, contain different procedures than
those provided in Rev. Proc. 98-13. Rev. Proc. 98-13, in nost
situations, requires a trust that will make a section 645
el ection to obtain a taxpayer identification nunber (TIN) and
file a Form 1041 for the trust’s short taxable year begi nning
wi th the decedent’s death and endi ng Decenber 31 of that year

In these situations, Rev. Proc. 98-13 provides that the section
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645 election is nmade at the tine the Form 1041 is filed for the
trust. If a Form 1041 is not required to be filed for the trust,
the election is considered made when the Form 1041 is filed for
the estate. The proposed regul ati ons, however, provide that if a
section 645 election will be made for a trust, the trustee and

t he personal representative, if any, may choose not to obtain a
TIN for the trust or file a Form 1041 for the trust’s short
taxabl e year. Under the proposed regul ations, the section 645

el ection is considered made only upon the filing of a Form 1041,
with the required election statenent attached, for the first
taxabl e year of the related estate, or, if there is no personal
representative, the first taxable year of the trust filing as an
est at e.

C. Ceneral Form 1041 Filing Requirenents and TINs for the
Rel ated Estate and El ecting Trust During the El ection Period

During the election period, the personal representative
files one Form 1041 for the conbined electing trust and rel ated
estate under the nanme and TIN of the related estate. Thus, the
el ecting trust nust furnish payors of the trust with the TIN of
the related estate. Except as required under the separate share
rul e of section 663(c), for purposes of filing the Form 1041 and
conputing the tax, the itens of incone, deduction, and credit of
the electing trust and the related estate are conbined. The
proposed regul ati ons do not provide rules for apportioning the
tax liability of the conbined estate and electing trust. The

personal representative and trustee nust allocate the tax burden
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of the conmbined electing trust and related estate to the trust
and the estate in a manner that reasonably reflects the tax
obligations of each. |[If the tax burdens are not reasonably
all ocated, gifts my be deened to have been nade.

If there is no personal representative, the trustee of the
electing trust nust file a Form 1041 treating the trust as an
estate under section 645 during the election period. The trustee
of the trust nust obtain a TIN to be used by the trust during the
el ection period to file as an estate and nust furnish this TINto
payors of the trust.

D. Tax Treatnent of the Electing Trust and Related Estate During
the El ection Period

Under the proposed regul ations, the personal representative
treats the electing trust as part of the related estate for al
pur poses of subtitle A of the Internal Revenue Code.

The electing trust and related estate are treated as
separate shares under section 663(c) for purposes of computing
distributable net inconme (DNI) and applying the distribution
provi sions of sections 661 and 662. The proposed regul ati ons
provide rules for adjusting the DNI of the separate shares with
respect to distributions made fromone share to anot her share of
the conbined electing trust and related estate to which sections
661 and 662 woul d apply had the distribution been made to a
beneficiary other than another share. Under the proposed
regul ati ons, the share making the distribution reduces its DNl by

the anount of the distribution deduction that it would have been
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entitled to under section 661 had the distribution been nmade to a
beneficiary other than another share of the conbined rel ated
estate and electing trust, and, solely for purposes of
calculating its DNI, the share receiving the distribution

I ncreases its gross incone by this anount.

If there is no personal representative, the trustee of the
el ecting trust treats the trust as an estate for all purposes of
subtitle A of the Internal Revenue Code. Thus, the trustee of
the electing trust nmay adopt a taxable year other than a cal endar
year.

E. Duration of the El ection Period

The proposed regul ati ons provide that the election period
begins on the date of the decedent’s death and term nates on the
day before the applicable date. If a Form 706 is not required to
be filed for the decedent’s estate, the applicable date is the
day which is two years after the date of the decedent’s death.

If a Form706 is required to be filed, the applicable date
Is the day that is 6 nonths after the date of final determ nation
of liability for estate tax. The proposed regul ati ons provide
that the final determnation of liability for estate tax is the
earliest day on which any of the follow ng has occurred: (A) the
I ssuance of an estate tax closing letter, unless a claimfor
refund with respect to the estate tax is filed within six nonths
after the issuance of the letter; (B) the final disposition of a
claimfor refund that resolves the liability for the estate tax,

unless suit is instituted within six nonths of the disposition of
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the claim (C) the execution of a settlenent agreenent that
resolves the liability for estate tax; (D) the issuance of a
deci si on, judgnent, decree, or other order by a court of
conpetent jurisdiction resolving the liability for estate tax
unl ess a notice of appeal or petition for certiorari is filed
wi thin 90 days after the issuance of the decision, judgnent,
decree, or other order of a court; or (E) the expiration of the
period of Iimtations for assessnent of the estate tax provided
In section 6501.

F. Tax Treatnent of the Electing Trust and Rel ated Estate Upon
Term nation of the Election Period

At the close of the last day of the election period, the
conbined rel ated estate and electing trust, if there is a
personal representative, or the electing trust, if there is no
personal representative, is deenmed to distribute all the assets
and liabilities of the share (or shares) conprising the electing
trust to a newtrust in a distribution to which sections 661 and
662 apply. Thus, the conbined rel ated estate and el ecting trust,
or the electing trust, as appropriate, is entitled to a
di stribution deduction to the extent permtted under section 661
In the taxable year in which the election period termnates as a
result of the deemed distribution. The new trust nust include
t he deened distribution in gross inconme to the extent required
under section 662.

At the end of the election period, the new trust nust obtain

a new TIN. The related estate continues to report under the TIN
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assigned to the conbined rel ated estate and el ecting trust during
t he el ection peri od.

Foll owi ng the term nation of the election period, the
t axabl e year of the new trust nust be the cal endar year. The
rel ated estate nust continue to use the taxable year chosen by
the conbined related estate and el ecting trust during the
el ection period.

G darification of the Reporting Rules for G antor Trusts Under
81.671-4

In the process of drafting these proposed regul ations

regardi ng section 645, the IRS and the Treasury Depart nent
recei ved many taxpayer questions concerning the section 645
el ection procedures and the proper application of the reporting
rul es under 81.671-4 to a trust, or a portion of a trust, treated
as owned by a grantor or another person for the taxable year
ending wwth the death of the grantor or other person.
Accordi ngly, these proposed regul ati ons anend 81.671-4 to clarify
those reporting rules.

The proposed regulations clarify that a trust, or portion of
a trust, reports under 81.671-4 for the taxable year that ends
with the death of the grantor or other person (decedent) treated
as the owner of the trust. |If the trust was filing a Form 1041
under 81.671-4(a) during the life of the decedent, the proposed
regul ati ons al so provide that the due date for the return for the
trust or portion of the trust for the taxable year ending wth

the death of the decedent shall be the date specified under
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section 6072 as though the decedent had |ived throughout the
decedent’ s | ast taxabl e year.

The proposed regul ati ons provide that a trust that was
whol |y owned by the decedent nust obtain a new TIN upon the death
of the decedent whether or not a TIN was obtained for the trust
prior to the death of the decedent; however, if a section 645
election will be made for the trust, a new TIN need not be
obtained for the trust. For adm nistrative conveni ence, the
proposed regul ations clarify that wth respect to a trust which
was treated as owned by two or nore grantors or other persons,
followi ng the death of one of the deened owners, the trust,
i ncluding the portion fornerly owned by the decedent (if it
remains part of the original trust follow ng the death of the
deened owner), continues to report under the TIN used by the
trust prior to the death of the decedent.
Proposed Effective Date

These regul ations are proposed to apply on or after the date
that final regulations are published in the Federal Register
Speci al Anal yses

It has been determined that this notice of proposed
rul emaking is not a significant regulatory action as defined in
Executive Order 12866. Therefore, a regulatory assessnent is not
required. It is hereby certified that these regulations will not
have a significant econom c inpact on a substantial nunber of
small entities. This certification is based on the understandi ng

of the IRS and Treasury Departnent that the nunber of trusts and
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estates making the election is not substantial, and none are
small entities within the nmeaning of the Regulatory Flexibility
Act. Therefore, a Regulatory Flexibility Analysis under the
Regul atory Flexibility Act (5 U.S.C. chapter 6) is not required.
Pursuant to section 7805(f) of the Internal Revenue Code, this
noti ce of proposed rul emaking will be submtted to the Chief
Counsel for Advocacy of the Small Business Adm nistration for
comment on its inpact on small business.

Comment s and Public Hearing

Bef ore these proposed regul ati ons are adopted as fi nal
regul ati ons, consideration will be given to any electronic or
witten cooments (a signed original and eight (8) copies) that
are submtted tinmely (in the manner described in the ADDRESSES
caption) to the IRS. The IRS and Treasury Departnent request
comments on the clarity of the proposed rules and how t hey can be
made easier to understand. Al comments wll be available for
public inspection and copyi ng.

A public hearing has been scheduled for February 21, 2001,
beginning at 10 a.m, in the IRS Auditorium Internal Revenue
Bui I di ng, 1111 Constitution Avenue, NW, Wshington, DC. Due to
bui | di ng security procedures, visitors nust enter at the 10'
Street entrance, |ocated between Constitution and Pennsyl vani a
Avenues, NW In addition, all visitors nust present photo
identification to enter the building. Because of access
restrictions, visitors will not be admtted beyond the i medi ate

entrance area nore than 15 m nutes before the hearing starts.
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For information about having your nane placed on the building
access list to attend the hearing, see the “FOR FURTHER
| NFORVATI ON CONTACT” section of this preanble.

The rules of 26 CFR 601.601(a)(3) apply to the hearing.
Persons who wi sh to present oral comments at the hearing nust
submt tinmely witten comments and an outline of the topics to be
di scussed and the tinme to be devoted to each topic (signed
original and eight (8) copies) by January 31, 2001. A period of
10 mnutes will be allotted to each person for maki ng comrents.
An agenda showi ng the scheduling of the speakers wll be prepared
after the deadline for receiving outlines has passed. Copies of
the agenda will be available free of charge at the hearing.
Drafting Information

The principal author of these regulations is Faith Col son,

O fice of Associate Chief Counsel (Passthroughs and Speci al

I ndustries). However, other personnel fromthe IRS and Treasury
Departnment participated in their devel opnent.

Li st of Subjects

26 CFR Part 1

I ncone taxes, Reporting and recordkeepi ng requirenents

26 CFR Part 301

Enpl oynent taxes, Estate taxes, Excise taxes, Gft taxes,
I ncone taxes, Penalties, Reporting and recordkeepi ng requirenents

26 CFR Part 602

Reporting and recordkeepi ng requirenents

Proposed Amendnents to the Regul ations
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Accordingly, 26 CFR parts 1, 301, and 602 are proposed to be
anended as foll ows:
PART 1--1NCOVE TAXES

Paragraph 1. The authority citation for part 1 is anmended
by adding an entry in nunerical order to read in part as foll ows:

Authority: 26 U S.C. 7805 * * *
Section 1.645-1 al so issued under 26 U S.C. 645. * * *

Par. 2. Section 1.641(b)-3 is anended by addi ng a sentence
to the end of paragraph (a) to read as foll ows:

81.641(b)-3 Term nation of estates and trusts.

(a) * * * Notwi thstandi ng the above, if the estate has
joined a valid election under section 645 to treat a qualified
revocabl e trust, as defined under section 645(b)(1), as part of
the estate, the estate shall not term nate under this paragraph
prior to the termnation of the section 645 el ection period. See
section 645 and the regul ations thereunder for rules regarding
the termnation of the section 645 el ection period.

* ok ok x %

Par. 3. In 81.642(c)-1, the | ast sentence of paragraph

(a)(1) is revised to read as foll ows:

81.642(c)-1 Unlimted deduction for anounts paid for a

charitabl e purpose.

(a) * * * (1) * * * In applying this paragraph w thout
reference to paragraph (b) of this section, a deduction shall be
al l owed for an anmbunt paid during the taxable year in respect of

gross incone received in a previous taxable year, but only if no
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deduction was allowed for any previous taxable year to the estate
or trust, or in the case of a section 645 election, to a rel ated
estate, as defined under 81.645-1(b), for the anmbunt so paid.
* ok * k%

Par. 4. Section 1.645-1 is added under a new undesi gnated
center heading to read as foll ows:

Election to treat trust as part of an estate.

81.645-1 Election by certain revocable trusts to be treated as

part of estate.

(a) ILn general. If an electionis filed for a qualified
revocabl e trust, as defined in paragraph (b)(1) of this section,
I n accordance with the rules set forth in paragraph (c) of this
section, the qualified revocable trust is treated and taxed as
part of its related estate, as defined in paragraph (b)(4) of
this section (and not as a separate trust) during the el ection
period, as defined in paragraph (b)(6) of this section. Rules
regardi ng the use of taxpayer identification nunbers (TINs) by an
electing trust, as defined in paragraph (b)(2) of this section,
are in paragraph (d) of this section. Rules regarding obtaining
a TIN and filing requirenents for a qualified revocable trust for
whi ch a section 645 election will or nmay be nade are also in
par agraph (d) of this section. Rules regarding the tax treatnent
of an electing trust and rel ated estate and the general filing
requirenents for the conbined entity during the election period
are in paragraph (e)(2) of this section. Rules regarding the tax

treatnment of an electing trust and its filing requirenments during
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the election period if no personal representative, as defined in
par agraph (b)(5) of this section, is appointed for a rel ated
estate are in paragraph (e)(3) of this section. Rules for
determning the duration of the section 645 election period are

I n paragraph (f) of this section. Rules regarding the tax
effects of the term nation of the election are in paragraph (h)
of this section. Rules regarding the tax consequences of the
appoi ntment of a personal representative after a trustee has nmade
a section 645 election believing that a personal representative
woul d not be appointed for a related estate are in paragraph (9)

of this section.

(b) Definitions. For purposes of this section:

(1) Qualified revocable trust. A qualified revocable trust

(QRT) is any trust (or portion thereof) that on the date of death
of the decedent was treated as owned by the decedent under
section 676 by reason of a power held by the decedent (determ ned
W thout regard to section 672(e)). A trust that was treated as
owned by the decedent under section 676 by reason of a power that
was exercisable by the decedent only wth the approval or consent
of another person is not a QRT. In addition, a trust that was
treated as owned by the decedent under section 676 solely by
reason of a power held by a nonadverse party is not a QRT. A QRT
must be a donestic trust as defined in section 7701(a)(30)(E). A
section 645 election for a QRT nust result in a donestic estate
as defined in section 7701(a)(30)(D).

(2) Electing trust. An electing trust is a QRT for which a
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valid section 645 el ection has been nade. Once a section 645
el ection has been nmade for the trust, the trust shall be treated
as an electing trust throughout the entire el ection period.

(3) Decedent. The decedent is the individual who was
treated as the owner of the QRT under section 676 on the date of
that individual’s death.

(4) Related estate. A related estate is the estate of the

decedent who was treated as the owner of the QRT on the date of
the decedent’s death. A related estate nust be a donestic estate
as defined in section 7701(a)(30)(D).

(5) Personal representative. A personal representative is

an executor or adm nistrator that has obtained letters of
appoi ntnment to adm nister the decedent’s estate through formal or
I nformal appoi nt nent procedures.

(6) Election period. The election period is the period of

time during which an electing trust is treated and taxed as part
of its related estate. The rules for determ ning the duration of
the election period are in paragraph (f) of this section.

(7) Payor. A payor is any person who is required by any
provision of the Internal Revenue Code and the regul ations
t hereunder to make any type of information return with respect to
an electing trust or the related estate for the taxable year. A
payor includes a person who nmakes paynents to an el ecting trust
or related estate and a person who collects (or otherw se acts as
a mddleman with respect to) paynents on behalf of an el ecting

trust or related estate.
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(c) The election--(1) Filing the election if there is a

personal representative--(i) Tine and manner for filing the

election. If there is a personal representative of the related
estate, the trustee of the QRT and the personal representative of
the related estate make an el ecti on under section 645 and this
section to treat a QRT as part of its related estate in a witten
statenment described in paragraph (c)(1)(ii) of this section. The
statenent nust be attached to the Form 1041, “U.S. Incone Tax
Return for Estates and Trusts,” filed for the first taxable year
of the related estate. See paragraph (e)(2) for rules regarding
the filing of this return. For the election to be valid, the
Form 1041 and the attached statenent nust be filed not later than
the time prescribed under section 6072 (including extensions) for

filing the return for such taxable year

(i) Witten statenent. The witten statenment nust--

(A) Identify the election as an el ection under section 645;

(B) Contain the nane, address, date of death, and TIN of the
decedent ;

(C) Contain the nane and address of the QRT and, if a TIN
has been obtained after the death of the decedent, the TIN of the
QRT;

(D) Contain the nane, address and TIN of the related estate;

(E) Provide a representation that the trust for which the
el ection is being nmade neets the definition of a QRT under
section 645 and paragraph (b)(1) of this section;

(F) Contain a statenent fromthe personal representative,
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signed and dated under penalties of perjury, stating that the
personal representative elects to treat the QRT as part of the
rel ated estate under section 645 and that the personal
representative understands that the personal representative is
required to make a tinely return of incone for the conbi ned
rel ated estate and QRT on Form 1041 and to pay tinely any tax due
t hereon; and

(G Contain a statement fromthe trustee of the QRT, signed
and dated under penalties of perjury, stating that the trustee
elects to treat the trust as part of the related estate under
section 645 and agrees to cooperate with the personal
representative to insure that a return of incone is tinely nmade
for the conbined related estate and QRT, and that any tax due
thereon is tinely paid.

(2) Eiling the election if there is no personal

representative--(i) Tine and manner for filing the election. |If

there is no personal representative for a related estate, an
election to treat a QRT as an estate is nmade by the trustee, in a
witten statenent described in paragraph (c)(2)(ii) of this
section. The statenent nust be attached to the Form 1041 filed
for the first taxable year of the QRT taking into account the
trustee’s election to treat the trust as an estate under section
645. See paragraph (e)(3) for other rules regarding the filing
of this return. For the election to be valid, the Form 1041 of
the QRT and the attached statenent nust be filed not |ater than

the time prescribed under section 6072 (including extensions) for
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filing the return for such taxable year

(i) Witten statenent. The witten statenment nust--

(A) Identify the election as an el ection under section 645;

(B) Contain the nane, address, date of death, and TIN of the
decedent;

(C Contain the nane and address of the QRT and, if a TIN
has been obtained after the death of the decedent, the TIN of the
QRT;

(D) Provide a representation that the trust for which the
el ection is being nmade neets the definition of a QRT under
section 645 and paragraph (b)(1) of this section;

(E) Provide a representation that there is no personal
representative and to the trustee’s know edge and belief, one
wi |l not be appointed,

(F) Contain the TIN obtained by the trust to file as an
estate under 8301.6109-1(a)(4)(ii)(B) of this chapter; and

(G Contain a statenent fromthe trustee of the QRT, signed
and dated under penalties of perjury, stating that the trustee
elects to treat the trust as an estate under section 645 and that
the trustee understands that the trustee is required to nmake a
timely return of inconme for the trust on Form 1041 taking into
account the section 645 election and to pay tinely any tax due
t her eon.

(d) TINfor an electing trust and QRT--(1) Cbtaining a TIN--

(i) For an electing trust--(A) If there is a personal

representative. |If there is a personal representative, a TIN
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must be obtained for the related estate but the electing trust is
not required to obtain a TINin its own nane. See 8301.6109-
1(a)(4)(ii)(A) (1) of this chapter for rules for conpleting the
Form SS-4, “Application for Enploynent Identification Nunber,”

filed for the rel ated estate.

(B) Lf there is no personal representative. |If there is no
personal representative, the trustee nust obtain a TINto file as
an estate. See 8301.6109-1(a)(4)(ii)(B) of this chapter for
rul es regarding obtaining a TIN for an electing trust to file as
an estate during the election period. The trustee i s not
required to obtain a TIN for the electing trust to file as a
trust.

(ii) Ootaining a TIN and filing a Form 1041 for a QRT--(A)

Qotion not to obtain a TIN or file a Form 1041 for a QRT for

which a section 645 election will be nnde. If a section 645

election will be made for a QRT, the personal representative of
the related estate, if any, and the trustee of the QRT may treat
the QRT as an electing trust fromthe decedent’s date of death
until the due date for the section 645 election. Accordingly,
the trustee of the QRT is not required to obtain a TIN for the
QRT follow ng the death of the decedent as required under

8301. 6109-1(a)(3) (i) of this chapter or file a Form 1041 for the
QRT for the short taxable year beginning with the decedent’s date
of death and ending with Decenber 31 of that year. However, if a
QRT is treated as an electing trust under this paragraph fromthe

decedent’'s date of death until the due date for the section 645
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el ection and a valid section 645 election is not nade for the
QRT, the QRT will be subject to penalties and interest for
failing to obtain a TIN and file a Form 1041 and pay the tax due
t her eon.

(B) Requirenent to obtain a TIN and file a Form 1041 for CORT

if paragraph (d)(1)(ii)(A) of this section does not apply--(1)

Requirenment to obtain TIN and file Form 1041. |If the trustee of

the QRT and the personal representative of the related estate, if
any, do not treat the QRT as an electing trust as provided under
paragraph (d)(1)(ii)(A) of this section, or if the trustee of the
el ecting trust and the personal representative, if any, are
uncertain whether a section 645 election will be nade for a QRT
the trustee of the QRT nust obtain a TIN in the nane of the QRT
as required under 8301.6109-1(a)(3)(i) of this chapter and nust
file a Form 1041 for the short taxable year beginning with the
decedent’ s death and endi ng Decenber 31 of that year (unless, the
QRT is not required to file a Form 1041 under section 6012 for
this period).

(2) Requirenment to amend return if section 645 election is

made. |If a valid section 645 election is nade for a QRT after a

Form 1041 is filed for the QRT pursuant to paragraph
(d)(1)(i1)(B)(1) of this section, the trustee nust anend the Form
1041. The trustee nmust indicate on the Form 1041 that the return
is a final return and nust attach a copy of the statenent
described in paragraph (c) of this section to the anmended Form

1041 filed pursuant to this paragraph. In addition, the trustee



-23-

must provide the follow ng statenent at the top of the return:
“FI LED PURSUANT TO 81.645-1.” The QRT's itens of incone,
deduction, and credit nust be excluded fromthe anmended Form 1041
filed under this paragraph and nust be included on the Form 1041
filed for the first taxable year of the related estate under
paragraph (e)(2)(ii)(A) of this section, if there is a personal
representative, or for the first taxable year of the electing
trust under (e)(3)(ii) of this section, if there is no personal
representative. The section 645 election is not considered nade
upon the filing, under this paragraph, of an anended Form 1041
for the QRT with the attached statenent. To be valid, a section
645 el ection nust be filed in the tinme and manner specified in
paragraph (c) of this section.

(2) Furnishing TIN to payors--(i) Lf there is a personal

representative for a related estate. |If there is a personal
representative, all payors of an electing trust shall be

furni shed a Form W9, "Request for Taxpayer ldentification Nunber
and Certification,” or an acceptabl e substitute Form W9 with the
nane of the related estate as the primary nane on the form the
nane of the electing trust as the secondary nane on the form the
TIN of the related estate, and the address of the trustee. The
form nust be signed under penalties of perjury by the personal
representative. See section 3406 and the regul ations thereunder
for the information to include on, and the manner of executing,
the Form W9, depending on the type of reportabl e paynents nade

by the payor to the trust.
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(ii) ILf there is no personal representative. |If there is no

personal representative, the trustee of the electing trust shal
furnish a Form W9 or an acceptable substitute FormW9 with the
name required by, and the TIN obtained under, 8301.6109-
1(a)(4)(ii)(B) of this chapter. See section 3406 and the
regul ati ons thereunder for the information to include on, and the
manner of executing, the Form W9, depending on the type of
reportabl e paynents nade by the payor to the trust.

(e) Tax treatnent and general filing requirenents of

electing trust and related estate during the election period--(1)

Effect of election. The section 645 election once made i s

i rrevocabl e.

(2) Lf there is a personal representative--(i) Tax treatnent

of the conbined electing trust and rel ated estate. If there is a

personal representative, during the election period the personal
representative treats the electing trust as part of the rel ated
estate for all purposes of subtitle A of the Internal Revenue
Code. For exanple, the electing trust is treated as part of the
rel ated estate for purposes of the subchapter S sharehol der

requi renents of section 1361(b)(1) and the special offset for
rental real estate activities in section 469(i)(4).

(ii1) Filing requirenents--(A) Filing the Form 1041 for the

conbined electing trust and related estate during the el ection

period. |If there is a personal representative, one incone tax
return is filed under the nane and TIN of the related estate for

the electing trust and the related estate. See 8§301.6109-
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1(a)(4)(ii)(A) (1) of this chapter. Except as required under the
separate share rule of section 663(c), for purposes of filing the
Form 1041 under this paragraph and conputing the tax, the itens
of income, deduction, and credit of the electing trust and

rel ated estate are conbined. One personal exenption in the
anount of $600 is permitted under section 642(b) and the tax is
conmput ed under section 1(e), taking into account section 1(h),

for the conbi ned taxabl e incone.

(B) Filing a Form 1041 for the electing trust is not
required. The trustee of the electing trust does not file a Form
1041 for the electing trust during the election period. 1In
certain situations, the trustee of a QRT may be required to file
a Form 1041 for the QRT's short taxable year beginning with the
decedent’ s date of death and endi ng Decenber 31 of that year
See paragraph (d)(1)(ii) of this section.

(iii) Application of the separate share rules--(A)

Distributions to beneficiaries (other than to a share (or shares)

of the conbined electing trust and related estate). Under the

separate share rules of section 663(c), the electing trust and
rel ated estate are treated as separate shares for purposes of
conmputing distributable net income (DNI) and applying the

di stribution provisions of sections 661 and 662. Further, the

el ecting trust share or the related estate share may each contain
two or nore shares. Thus, if during the taxable year, a
distribution is nmade by the electing trust or the related estate,

the DNI of the share nmaking the distribution nust be determ ned
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and the distribution provisions of sections 661 and 662 nust be
applied using the separately determined DNI applicable to the

di stributing share.

(B) Adjustnents to the DNI of the separate shares for

distributions between shares to which sections 661 and 662 woul d

apply. A distribution fromone share to another share to which
sections 661 and 662 would apply if nmade to a beneficiary other

t han anot her share of the conbined related estate and el ecting
trust affects the conputation of the DNI of the share nmaking the
di stribution and the share receiving the distribution. The share
maki ng the distribution reduces its DNI by the anmount of the

di stribution deduction that it would be entitled to under section
661, had the distribution been nmade to another beneficiary, and,
solely for purposes of calculating DNI, the share receiving the
distribution increases its gross inconme by the sane anmount. The
di stribution has the same character in the hands of the recipient
share as in the hands of the distributing share. The follow ng
exanple illustrates the provisions of this paragraph
(e)(2)(iii)(B):

Exanple. (i) A's will provides that after the paynent of
debts, expenses, and taxes, the residue of A's estate is to be
distributed to Trust, an electing trust. The sole beneficiary of
Trust is C. The estate share has $15, 000 of gross income, $5,000
of deductions, and $10, 000 of taxable income and DNI for the
t axabl e year based on the assets held in A's estate. During the
taxabl e year, A's estate distributes $15,000 to Trust. The
di stribution reduces the DNI of the estate share by $10, 000, the
amount of the distribution deduction A's estate would be entitled
toif A s estate nade the distribution to a beneficiary other
than Trust.

(ii) For the sane taxable year, the trust share has $25, 000
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of gross incone and $5, 000 of deductions. None of the

nodi fications provided for under section 643(a) apply. In
calculating the DNI for the trust share, the gross incone of the
trust share is increased by $10, 000, the anpunt of the reduction
in the DNI of the estate share as a result of the distribution to
Trust. Thus, solely for purposes of calculating DNI, the trust
share has gross incone of $35,000, and taxable income of $30, 000.
Therefore, the trust share has $30,000 of DNI for the taxable
year.

(ii1) During the same taxable year, Trust distributes
$35,000 to C. The distribution deduction reported on the Form
1041 filed for A's estate and Trust is $30,000. As a result of
the distribution by Trust to C, C nust include $30,000 in gross
i ncome for the taxable year. The gross incone reported on the
Form 1041 filed for A's estate and Trust is $40, 000.

(iv) Application of the governing instrunent requirenent of

section 642(c). A deduction is allowed in conputing the taxable

i ncome of the conbined related estate and electing trust to the
extent permtted under section 642(c) for--

(A) Any anount of the gross incone of the related estate
that is paid or set aside during the taxable year pursuant to the
terns of the governing instrunent of the related estate for a
pur pose specified in section 170(c); and

(B) Any anount of gross income of the electing trust that is
paid or set aside during the taxable year pursuant to the terns
of the governing instrunent of the electing trust for a purpose
specified in section 170(c).

(3) ILf there is no personal representative--(i) Tax

treatnment of the electing trust. |If there is no personal

representative, during the election period the trustee treats the
el ecting trust as an estate for all purposes of subtitle A of the

I nternal Revenue Code. Thus, for exanple, an electing trust is
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treated as an estate for purposes of the set-aside deduction
under section 642(c)(2), the subchapter S sharehol der

requi renents of section 1361(b)(1), and the special offset for
rental real estate activities under section 469(i)(4). The
trustee may al so adopt a taxable year other than a cal endar year

(ii) Filing the Form 1041 for the electing trust. |If there

IS no personal representative, during the election period the
trustee of the electing trust nust file Form 1041 treating the
trust as an estate. See 8301.6109-1(a)(4)(ii)(B) of this chapter
for rules regarding the nane and TIN to be used in filing a Form
1041 under this paragraph (e)(3)(iii). Any return filed by a
trustee of an electing trust, in accordance wth this paragraph,
shal | be treated under section 6012 as a return filed for the
electing trust and not as a return filed for any subsequently

di scovered rel ated estate. Accordingly, the period of
limtations provided in section 6501 for assessnents with respect
to a subsequently discovered related estate does not start until
areturnis filed with respect to the rel ated estate.

(f) Duration of election period--(1) In general. The

el ection period begins on the date of the decedent’s death and
term nates on the day before the applicable date. The election
does not apply to successor trusts.

(2) Definition of applicable date--(i) Applicable date if no

Form 706 (United States Estate (and Generation Skipping Transfer)

Tax Return) is required to be filed. If a Form 706 is not

required to be filed for the decedent’s estate, the applicable
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date is the day which is 2 years after the date of the decedent’s
deat h.

(i1) Applicable date if a Form 706 is required to be filed.

If a Form706 is required to be filed for the decedent’s estate,
the applicable date is the day that is 6 nonths after the date of
final determnation of liability for estate tax. Solely for

pur poses of determ ning the applicable date under section 645,
the date of final determnation of liability is the earliest day
on which any of the foll ow ng has occurred--

(A) The issuance by the Internal Revenue Service of an
estate tax closing letter, unless a claimfor refund wth respect
to the estate tax is filed within six nonths after the issuance
of the letter;

(B) The final disposition of a claimfor refund, as defined
In paragraph (f)(2)(iii) of this section, that resol ves the
liability for the estate tax, unless suit is instituted within
six nmonths after a final disposition of the claim

(C The execution of a settlenent agreenent with the
I nternal Revenue Service that determines the liability for the
estate tax;

(D) The issuance of a decision, judgnent, decree, or other
order by a court of conpetent jurisdiction resolving the
liability for the estate tax unless a notice of appeal or a
petition for certiorari is filed within 90 days after the
I ssuance of a decision, judgnment, decree, or other order of a

court; or
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(E) The expiration of the period of limtations for

assessnent of the estate tax provided in section 6501.

(ii1) Definition of final disposition of claimfor refund.
For purposes of paragraph (f)(2)(ii)(B) of this section, a claim
for refund shall be deened finally disposed of by the Secretary
when all itens have been either allowed or disallowed. |If a
wai ver of notification with respect to disallowance is filed with
respect to a claimfor refund prior to disallowance of the claim
the claimfor refund will be treated as disallowed on the date
the waiver is filed.

(iv) Exanples. The application of this paragraph (f)(2) is
Illustrated by the foll ow ng exanpl es:

Exanple 1. A died on Cctober 20, 1999. The personal
representative of A's estate and the trustee of Trust, an
el ecting trust, nmade a section 645 election. A Form 706 is not
required to be filed for A's estate. The applicable date is
Oct ober 20, 2001, the day that is two years after A's date of
death. The |ast day of the election period is October 19, 2001.
Begi nni ng Oct ober 20, 2001, Trust wll no |onger be treated and
taxed as part of A's estate.

Exanple 2. Assune the sane facts as Exanple 1, except that
a Form 706 is required to be filed for A's estate. The Interna
Revenue Service issues an estate tax closing letter accepting the
Form 706 as filed on March 15, 2001. The estate does not file a
claimfor refund by Septenber 15, 2001, the day that is six
nonths after the date of issuance of the estate tax cl osing
letter. The final determnation of liability is March 15, 2001
and the applicable date is Septenber 15, 2001. The |ast day of
the election period is Septenber 14, 2001. Begi nning Septenber
15, 2001, Trust will no longer be treated and taxed as part of
A's estate.

Exanple 3. Assune the sane facts as Exanple 1, except that
a Form 706 is required to be filed for A's estate. The Form 706
I's audited and a notice of deficiency authorized under section
6212 is nmailed to the personal representative of A's estate as a
result of the audit. The personal representative files a
petition in Tax Court. The Tax Court issues a decision resolving
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the liability for estate tax on Decenber 14, 2003 and neit her
party appeals. The final determ nation of liability is Decenber
14, 2003. The applicable date is June 14, 2004, the day that is
six nonths after the date of final determnation of liability.
The | ast day of the election period is June 13, 2004. Begi nning
June 14, 2004, Trust will no |longer be treated and taxed as part
of A's estate.

(g) Personal Representative appointed after the section 645

election is made--(1) Effect on the election. If a personal

representative for the related estate is not appointed until

after the trustee has made a valid section 645 el ection, the
personal representative is deened to agree to the election and to
accept the associated responsibilities unless, within 60 days of
appoi ntment, the personal representative notifies the trustee in
witing of the personal representative's refusal to agree to the
el ection. |If the personal representative refuses to agree to the
el ection, the election period term nates the day before the
effective date of the personal representative s appointnent. |If
the personal representative and the trustee are the sane person,

t he personal representative cannot refuse to agree to the

el ection.

(2) Continuation of election period. |f the personal

representative does not refuse to agree to the section 645

el ection, the personal representative of the related estate and
the trustee of the electing trust nust file anmended Forns 1041
reflecting the itens of incone, deduction, and credit of the
rel ated estate and the electing trust for all taxable years
ending after the death of the decedent. |If the period of

limtations for maki ng assessnents has expired with respect to
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the electing trust for any of the Forns 1041 filed by the
trustee, the personal representative nust obtain a TIN for the
rel ated estate and file Forns 1041 for any itens of incone,
deduction, and credit of the related estate that cannot be
properly included on amended forns for the electing trust.

(3) Termnation of the election period. |If the election

period termnates as a result of the personal representative's
refusing to agree to the election, the personal representative
must obtain a new TIN for the related estate. The personal
representative nust file returns under the new TIN for al

taxabl e years of the related estate ending after the death of the
decedent. The trustee of the electing trust is not required to
amend any returns filed for the electing trust during the

el ection period. Followng termnation of the election period,
the trustee of the electing trust nmust obtain a new TIN as

requi red under 8301.6109-1(a)(4)(iii) of this chapter.

(h) Treatnent of an electing trust and related estate

follow ng termnation of the election--(1) The share (or shares)

conprising the electing trust is deened to be distributed by its

rel ated estate upon termnation of the election period. On the

close of the last day of the election period, the conbined

rel ated estate and electing trust, if there is a personal
representative, or, the electing trust, if there is no personal
representative, is deened to distribute the share (or shares, as
determ ned under section 663(c)) conprising the electing trust to

a newtrust in a distribution to which sections 661 and 662



-33-

apply. Thus, the conbined related estate and electing trust, if
there is a personal representative, or the electing trust, if
there is no personal representative, is entitled to a

di stribution deduction to the extent permtted under section 661
In the taxable year in which the election period termnates as a
result of the deemed distribution. The new trust shall include
such distribution in gross inconme to the extent required under
section 662.

(2) Eiling of the Form 1041 upon the term nation of the

section 645 election--(i) If there is a personal representative--

If there is a personal representative, the Form 1041 filed under
the name and TIN of the related estate for the taxable year in
whi ch the election term nates includes--

(A) The itens of income, deduction, and credit of the
electing trust attributable to the period beginning wth the
first day of the related estate and electing trust’s taxabl e year
and ending wth the |last day of the election period,

(B) The itens of income, deduction, and credit, if any, of
the related estate for the taxable year; and

(© A deduction for the deened distribution of the share (or
shares) conprising the electing trust to the new trust as
provi ded for under paragraph (h)(1) of this section.

(ii) ILf there is no personal representative. |If there is no

personal representative, the taxable year of the electing trust
closes on the |last day of the election period. A Form 1041 is

filed in the manner prescribed under paragraph (e)(3)(ii) of this
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section reporting the itens of incone, deduction, and credit of
the electing trust for the short period ending with the | ast day
of the election period. The Form 1041 filed under this paragraph
I ncludes a distribution deduction for the deemed distribution
provi ded for under paragraph (h)(1) of this section. The Form

1041 nust indicate that it is a final return.

(3) Use of TINs following termination of the election. Upon
term nation of the section 645 election, a forner electing trust
must obtain a new TIN, as required under 8301.6109-1(a)(4)(iii)
of this chapter. |If the related estate continues after the
term nation of the election period, the related estate nust
continue to use the TIN assigned to the estate during the
el ection period.

(4) Taxable year of estate and trust upon term nation of the

election--(i) Estate. Upon termnation of the election, if the
estate will continue, the taxable year of the estate is the sane
t axabl e year used during the el ection period.

(ii1) Trust. Upon term nation of the election, the taxable
year of the new trust is the calendar year. See section 644.

(i) Reserved.

(j) Effective date. This section applies on or after the

date final regulations are published in the Federal Register.
Par. 5. Section 1.671-4 is anended as foll ows:
1. The text of paragraph (d) is redesignated paragraph
(d)(1) and a paragraph heading is added for new y designated
par agraph (d)(1).
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2. Paragraph (d)(2) is added

3. Paragraphs (h) and (i) are redesignated as paragraphs (i)
and (j).

4. New paragraph (h) is added.

The additions and revisions read as foll ows:

81.671-4 Method of Reporting.

* * % * *

(d) Due date and other requirenents with respect to

statenent required to be furnished by trustee--(1) In

general . * * *

(2) Statenent for the taxable year ending with the death of

the grantor or other person treated as the owner of the trust.

If a trust ceases to be treated as owned by the grantor, or other
person, by reason of the death of that grantor or other person
(decedent), the due date for the statenent required to be

furni shed for the taxable year ending with the death of the
decedent shall be the date specified by section 6034A(a) as

t hough the decedent had |ived throughout the decedent’s | ast
taxabl e year. See paragraph (h) of this section for special
reporting rules for a trust or portion of the trust that ceases
to be treated as owned by the grantor or other person by reason
of the death of the grantor or other person.

* * % * *

(h) Reporting rules for a trust, or portion of a trust, that

ceases to be treated as owned by a grantor or other person by

reason of the death of the grantor or other person--(1)
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Definition of decedent. For purposes of this paragraph (h), the

decedent is the grantor or other person treated as the owner of
the trust, or portion of the trust, under subpart E, part I,
subchapter J, chapter 1 of the Internal Revenue Code on the date
of death of that person

(2) Ln general. The provisions of 81.671-4 apply to a
trust, or portion of a trust, treated as owned by a decedent for
t he taxable year that ends with the decedent’s death. Follow ng
the death of the decedent, the trust or portion of a trust that
ceases to be treated as owned by the decedent, by reason of the
death of the decedent, may no | onger report under 81.671-4. A
trust, all of which was treated as owned by the decedent, nust
obtain a new TIN upon the death of the decedent, if the trust
will continue after the death of the decedent. See 8301.6109-
1(a)(3)(i) of this chapter for rules regarding obtaining a TIN
upon the death of the decedent. An electing trust as defined in
81.645-1(b)(2) is not required to obtain a TIN follow ng the
death of the decedent. A qualified revocable trust, as defined
I n section 645(b) and 81.645-1(b)(1), for which a section 645
election will be made, need not obtain a TIN. See 8301.6109-
1(a)(4) of this chapter and 81.645-1(d)(1)(ii)(A).

(3) Special rules--(i) Trusts reporting pursuant to

paragraph (a) of this section for the taxable year ending with

the decedent’s death. The due date for filing of a return
pursuant to paragraph (a) of this section for the taxable year

ending wwth the decedent’s death shall be the due date provided
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for under 81.6072-1(a)(2). The return filed under this paragraph
for a trust all of which was treated as owned by the decedent
must indicate that it is a final return.

(ii) Trust reporting pursuant to paragraph (b)(2)(B) of this

section for the taxable year of the decedent’s death. A trust

that reports pursuant to paragraph (b)(2)(B) of this section for
the taxable year ending with the decedent’s death nust indicate
on each Form 1096 (Annual Summary and Transmittal of the U S
Information Returns) that it files (or appropriately on magnetic
medi a) for the taxable year ending with the death of the decedent
that it is the final return of the trust.

(iii) Trust reporting under paragraph (b)(3) of this

section. |If a trust has been filing under paragraph (b)(3) of
this section, the trustee may not report under that paragraph if
any portion of the trust has a short taxable year by reason of
the death of the decedent and the portion treated as owned by the
decedent does not term nate on the death of the decedent.

(4) Effective date. This paragraph (h) applies on or after

the date final regulations are published in the Federal Register
Par. 6. Section 1.6072-1 is anmended as foll ows:
1. The text of paragraph (a) is redesignated as paragraph
(a)(1) and a paragraph heading is added for new y designated
par agraph (a)(1).
2. Paragraph (a)(2) is added.
The additions are as foll ows:

81.6072-1 Tine for filing returns of individuals, estates, and
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trusts.

(a) In general--(1) Returns of incone for individuals,

estates and trusts. * * *

(2) Return of trust, or portion of a trust, treated as owned

by a decedent--(i) In general. 1In the case of a return of a

trust, or portion of a trust, that was treated as owned by a
decedent under subpart E (section 671 and follow ng), part I,
subchapter J, chapter 1 of the Internal Revenue Code as of the
decedent’s date of death that is filed in accordance with 81.671-
4(a) for the fractional part of the year ending with the date of
death of the decedent, the due date of such return shall be the
fifteenth day of the fourth nonth follow ng the close of the 12-
nont h period which began with the first day of such fractional

part of the year.

(ii) Effective date. This paragraph (a)(2) applies on or
after the date final regulations are published in the Federal
Regi ster.

PART 301- PROCEDURE AND ADM NI STRATI ON

Par. 7. The authority citation for part 301 continues to
read in part as follows:

Authority: 26 U.S.C. 7805 * * *

Par. 8. Section 301.6109-1 is anmended as foll ows:

1. Paragraph (a)(2)(iii) is renoved.

2. Paragraphs (a)(3) through (a)(6) are added.

The additions are as foll ows:

8301.6109-1 Identifying nunbers.
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(a) * * %

(3) htaining a taxpayer identification nunber for a trust,

or portion of a trust, following the death of the individual

treated as the owner--(i) ILn general--(A) Atrust all of which

was treated as owned by a decedent. |In general, a trust all of

which is treated as owned by a decedent under subpart E (section
671 and follow ng), part 1, subchapter J, chapter 1 of the

I nternal Revenue Code as of the decedent’s date of death nust
obtain a new taxpayer identification nunber follow ng the death
of the decedent if the trust will continue after the death of the
decedent. See, however, 8301.6109-1(a)(4) for rules regarding
obtaining a taxpayer identification nunber for a qualified
revocabl e trust, as defined in section 645(b) (1), for which a
section 645 el ection has been or will be nade.

(B) Taxpayer identification nunbers of trust with nultiple

owners. Wth respect to a portion of a trust treated as owned
under subpart E (section 671 and follow ng), part 1, subchapter
J, chapter 1 of the Internal Revenue Code by a decedent as of the
date of the decedent’s death, if, following the death of the
decedent, the portion treated as owned by the decedent renains
part of the original trust and the other portion (or portions) of
the trust continue to report under the taxpayer identification
nunber assigned to the trust prior to the decedent’s death, the
portion of the trust treated as owned by the decedent prior to

t he decedent’s death continues to report under the taxpayer

i dentification nunber used for reporting by the other portion (or
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portions) of the trust.

(i1) Furnishing correct taxpayer identification nunber to

payors follow ng the death of the decedent. |If the trust

continues after the death of the decedent and is required to
obtain a new taxpayer identification nunber under paragraph
(a)(3)(i)(A) of this section, the trustee nust furnish payors
with a new Form W9, or an acceptable substitute Form W9,
contai ning the new taxpayer identification nunber required under
paragraph (a)(3)(i)(A) of this section, the nane of the trust,
and the address of the trustee.

(4) Taxpayer identification nunbers if a section 645

el ection has been, or will be, made--(i) Definitions. For

pur poses of this paragraph (a)(4), the terns qualified revocable

trust (QRT), electing trust, related estate, election period, and

personal representative shall have the neanings provided in

81.645-1(b) of this chapter.

(i1) Taxpayer identification nunber to be used during the

el ection period--(A) If there is a personal representative--(1)

In general. |If there is a personal representative for a related
estate, a taxpayer identification nunber does not need to be
obtained for an electing trust. The personal representative of
the related estate nust obtain a taxpayer identification nunber
in the nane of the estate. A trustee of a QRT for which a
section 645 election will be made and the personal representative
of the related estate, if any, may choose to treat the QRT as an

el ecting trust and not obtain a taxpayer identification nunber
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for the trust. See 81.645-1(d)(1)(ii)(A) of this chapter. |If

t he personal representative knows that a section 645 el ection has
been made for an electing trust or will be nmade for a QRT at the
time the personal representative files the Form SS-4,

“Appl i cation for Enployer Identification Nunber,” for the rel ated
estate, the personal representative nmay enter the nane of the
trust as a secondary nane on the form Al returns filed for the
conbined rel ated estate and electing trust during the el ection
period nust be filed using the nane of the related estate as the
primary name on the return.

(2) nligations of persons who nmake paynents to el ecting

trusts. Any payor that is required to file an information return
Wi th respect to paynents of income or proceeds to an el ecting
trust nmust show the nane of the related estate, as the primary
nane on the return, the nane of the electing trust as the
secondary nanme on the return, and the taxpayer identification
nunber of the related estate on the return. Nevertheless, the
statenent to recipients nust be furnished by the payor to the
trustee of the trust, rather than the personal representative of
the related estate. Under these circunstances, the payor
satisfies all information reporting sections that require the
payor to show the nane and taxpayer identification nunber of the
payee on the information return and to furnish the statenent to
recipients to the person whose taxpayer identification nunber is
required to be shown on the form

(B) Lf there is no personal representative. |If there is no
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personal representative for a related estate, the trustee of an
el ecting trust nust obtain a taxpayer identification nunber as an
estate. The nane entered on the Form SS-4 filed by the trustee
nmust be the nane of the trust followed by “filing as an estate
under section 645." Any returns filed by the electing trust in
accordance wth section 645 during the el ection period nust be
filed under the nane required to be entered on the Form SS-4
under this paragraph and under the taxpayer identification nunber
obtai ned pursuant to this paragraph. A trustee of a QRT for

whi ch a section 645 election will be nade may choose to treat the
QRT as an electing trust and obtain a taxpayer identification
nunber as an estate under this paragraph and not as a trust. See
81.645-1(d)(1)(ii)(A) of this chapter

(ii11) Taxpayer identification nunber to be used by a trust

upon term nation of the election period. Upon the term nation of

the el ection period, the trustee nust obtain a taxpayer

I dentification nunber in the name of the newtrust. |If there is
no personal representative and the trustee obtained a taxpayer

I dentification nunber under paragraph (a)(4)(ii)(B) of this
section for the trust to file as an estate under section 645, the
trustee nust obtain a new taxpayer identification nunber for the
new trust. See 81.645-1(h) of this chapter for rules regarding
the treatnment of an electing trust upon term nation of the

el ection period. The trustee nust furnish to all payors of the
trust a conpleted Form W9 or acceptable substitute Form W9

si gned under penalties of perjury by the trustee providing each
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payor with the name of the new trust, the TINrequired to be used
under this paragraph (a)(4)(iii), and the address of the trustee.

(5) Persons treated as payors. For purposes of paragraphs

(a)(2), (3), and (4) of this section, a payor is a person
described in 881.671-4(b)(4) and 1.645-1(b)(7) of this chapter.

(6) Effective date. Paragraphs (a)(3), (4), and (5) of this
section apply on or after the date final regulations are

published in the Federal Register

PART 602--OVvB CONTROL NUMBERS UNDER THE PAPERWORK REDUCTI ON ACT
Par. 9. The authority citation for part 602 continues to
read as follows:
Authority: 26 U.S.C. 7805 * * *
Par. 10. In 8602.101, paragraph (b) is anended by adding an

entry in nunerical order to the table to read as foll ows:
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8602. 101 OMB Control nunbers.

* * % * *

(b)***
CFR part or section where Current OVB
identified and descri bed control No.

1.645-1. . . 1545-1578

Deputy Conm ssioner of Internal Revenue.
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